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STANDING COMMITTEES OF THE SENATE 


January 7 (legislative dav, JaNuary 6), 1953.—Ordered to be printed 


ee 


ittee on Rules and Administration, 
1 the following 


SPORT 
{To accompany S. Res. 18] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 18) proposing changes in the number of certain 
standing committees, having considered same, report thereon favor- 
ably with an amendment, and recommend that the resolution, as 
amended, be agreed to by the Senate. 

This resolution would accomplish the following changes in the 
Senate rules affecting certain standing committees as follows: 

1. To increase 10 standing committees by 2 members each (1 
majority, 1 minority), and to reduce 5 similarly. 

2. To permit 18 Senators of the majority and 3 of the minority to 
erve on four standing committees—Civil Service, District of Co- 
wmbia, Public Works, or Government Operations. (Present rules 
do not include Civil Service or Public Works and do not recognize 
the minority.) 

This will present the following committee picture: 

15 members instead of 13 (9): 11 members instead of 13 (5): 
Agriculty Civil Service 
Armed Services District of Columbia 
Danking and Currency Government Operations 
Finance Public Works 
Foreign Relations Rules and Administration 
Anterstate and Foreign Commerce 23 members instead of 21 (1): 
Judiciary Appropriations 
Labor and Public Welfare 
Interior and Insular Affairs 


The proposal 


1. Creates 20 new positions in the more desired committees (10 
each for majority and minority) without increasing total number of 
committees. 
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2. Makes committee size more nearly reflect committee workload 
and thereby adjusts burdens and responsibilities more equally to all 
Senators and all committees. ‘ 

3. Establishes a minimum margin of 1 for the majority party in 
each of the Senate’s 15 committees, which present rules do not, in 
an evenly divided Senate. This can be seen from the following: 


Present committee structure 
1 committee of 21 : ; os Grae eee 21 


14 committees of 13 ; ; ‘i : 182 


Total comiittee positions 2 <— te os ae 
2 assignments for each of 96 Senators requires__- 


Leaving for members serving on 3 committees______ - 1] 


Which does not provide the necessary minimum of 15 for control 
of 15 committees in an evenly divided Senate. 


Proposed committee structure 
1 committee of 23 
9 committees of 15_ 
5 committees of 11 


Total committee positions ........----- 
2 assignments for each of 96 Senators requires 


Leaving for members serving on 3 committees 


Which divided 18 to the majority and 3 to the minority gives the 
margin of 15 for the majority to have the minimum 1 on each of 15 
committees. 

1. Permits continuity and experience for both parties on the com- 
mittees which, in the past, have tended to be loaded with new Sen- 
ators. 

5. Insures better use of senatorial talent, industry, and ability, for 
both majority and minority. 


In summary 

1. The plan meets the necessary mechanics of an evenly divided 
Senate. 

2. It opens the door for new Senators on major committees. \ 

3. It retains the values of long Senate service. 5 

4. It dispossesses no one, has distinct advantages for majority and 
minority. 
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DEFENSE PRODUCTION ACT 
PROGRESS REPORT NO. 22 


JANUARY 9 (legislative day, JANUARY 7), 1953.—Ordered to be printed with 
illustrations 


Mr. Maysank, from the Joint Committee on Defensé-Preduction, 
submitted the following 


REPORT 














CONSUMER COMMODITY PRICES AND MARGIN 
SPREADS 


INTRODUCTION 


In the Defense Production Act Amendments of 1952, the Joint 
Committee on Defense Production is directed to “* * * make 
a continuous study of the programs and of the fairness to consumers 
of the prices authorized by this Act and to review the progress 
achieved in the execution and administration thereof.” 

In compliance with this direction, your committee has prepared 
the following study. 

For over 18 months the national economy has operated under 
restrictive controls. During that time significant progress has been 
achieved in mobilizing the Nation’s resources for defense. 

Two years ago the country’s security was seriously threatened. 
Inflationary forces were rampant. The value of the dollar was = 
ping rapidly. Industrial leaders and businessmen were gravely 
concerned. All were trying to build inventories. Prices were rising 
sharply. Consumers were rushing to beat prices and shortages and 
all the time were being squeezed more and more by their own actions. 

Fortunately, the situation has vastly changed today. True, we 
still face a common foe with the rest of the free world—the Com- 
munist menace. But the Nation’s industrial capacity is greatly 
expanded. Defense factories are in high gear. The domestic econ- 
omy is far stronger. People have more money and are spending it. 
There is now a good supply of all important types of Consumer goods 
available. And, foremost, the public’s confidence has been restored. 

To bring all this about, the Government has been far from inactive: 
Stabilization efforts have achieved far better balance in both the 
domestic and international areas. This was accomplished by direct 
and indirect controls with higher taxes helping to reduce the consumer 
purchasing power with w hich to bid up prices. 

It was not, however, until the Government took positive action in 
early 1951 to stop the spiraling price rise that stability started to be 
restored. While price controls alone did not accomplish the entire 
job, they were the major factor in convincing both business and 
consumers that the hectic price rises had been halted so that indirect 
controls could become effective. 

Anti-inflationary measures had been ineffective in 1950. People 
had not been stopped by rising prices because they thought that 
prices might go even higher. But, when the price rise was halted, 
they decided that prices were “too high’ and that it was a poor time 
to buy. As a result, the building of inventories, which had been 
proceeding at a huge annual rate, began to slow down. 

Consumer spending, which had accounted for 96 percent of consumer 
disposable income in the first quarter of 1951, fell to 90 percent by the 
last quarter of the year. Although 1951 saw a substantial rise both in 
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the rate of defense expenditures and for private expansion, this rise 
was offset by a reduction in inventory buying. And while consumer 
incomes continued to rise gradually, the increase went into savings, 
and total consumer expenditures remained fairly steady during the 
year. 

The over-all stabilization program created a different economic 
atmosphere, eliminating the excessive buying caused by fear of higher 
prices. By February 1952, the rise was temporarily brought to a dead 
halt, and for 1 month the cost of living actually declined about half of 
1 percent. It was the first time since Korea—and the last to date. 

As 1952 advanced, more and more markets softened under the 
impact of all the anti-inflationary controls while the consumers’ index 
moved upward. As markets eased, many of the same businessmen 
who had urged the Government to take far more drastic action to 
curb rising prices began to question—and rightfully so from their point 
of view—the need for continuing controls. This question of controls 
or no controls reached a major issue by the time congressional hear- 
ings were held on the extension of the Defense Production Act, in 
April and May. Practically every representative from American 
business appearing before the committees strongly urged that this or 
that type of control or restriction be eliminated in the act. 

The fact that Congress, in extending the act for 1952, saw fit to 
modify price controls is clearly indicative of the progress made over the 
months. Under partial mobilization, parts of our national economy 
have proven to be very flexible and able to absorb a great deal of the 
inflationary pressure primarily through greater productive capacity. 

The shortages which people earlier feared would develop just did 
not materialize. That was true of eae lines—certainly of the textile 
and most housefurnishing items. But large segments of our economy 
are not as flexible, such as raw materials and practically all of the 
metals that are so urgently needed for our expanding military and 
defense-supporting programs. Before Korea, about 8 percent of our 
total national product was going into national defense. ‘Today it is 
better than 15 percent, and by the end of next June it is expected to 
reach nearly 20 percent. This in itself could create additional pres- 
sures, but is not expected to become too serious. 

The fact that the cost of living has continued to climb steadily 
month after month has been of deep concern to members of your 
committee. Time and again, during the past year and a half, hear- 
irgs and conferences have been held by committee members with 
those responsible for maintaining a balanced economy through the 
proper administration of authorized Government controls. By the 
same token, representatives of labor, consumer groups and business 
have given your committee the benefit of their experience and obser- 
vations concerning the effectiveness and need for controls. The 
opinions of these groups have been especially helpful to your “‘watch- 
dog’ committee in seeing that proper action was taken, first, to combat 
the evils of inflation and, more recently, to see that a sound decontrol 
policy was established and applied wherever controls can be lifted 
without endangering our security. 

Sut the fact remains that consumers and businesses alike feel that 
prices and costs are high. Consumers blame retailers; retailers 
blame wholesalers; wholesalers blame processors, and processors blame 
farmers and raw-material suppliers. To combat the situation, con- 
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sumers and labor organizations plead for controls to lower the cost 
of living; management demands their elimination as a production 
incentive to bring down prices; labor insists that industry can afford 
to absorb wage imcreases; industry. argues that profits are dwindling 
in the face of constant wage demands and cost-of-living contracts. 
And so the conflict goes op and on, with pressure coming from all 
sides supported by strong facts and arguments. 

Congress apparently realized the seriousness of this question when 
it made specific pote Siete: for this study in extending the Defense 
Production Act. 

In accepting this assignment your committee realizes that it has 
neither the staff nor the funds to adequately analyze so complicated 
a subject and one that reaches into every type of business transaction 
in this vast country. The committee has endeavored, however, to 
comply with the wishes of the Congress. Through the assistance of 
the interested Government and outside agencies, the committee staff 
has anlyzed the prices and margins of some of the more important 
commodities in the cost of living index and the results of this study are 
discussed in the report that follows. 

In a subject so involved as this, the committee feels that it would 
be impractical to attempt to reach any definite conclusion without 
more exhaustive study and extended field survey. It is hoped, how- 
ever, that the facts presented will help to throw some additional light 
on the current price-trend situation, as well as some of the basic prob- 
lems involved, that are of such deep concern to the committee members. 

The committee wishes to take this opportunity to thank the mem- 
bers of the Office of Price Stabilization, Department of Agriculture, 
Department of Labor, Federal Trade Commission, and others, both 
in and out of Government, who have cooperated with the committee 
staff in the preparation of this report. 


Status OF Prick ConrTrroLs 
WHAT HAS HAPPENED 


Examination of price movements since Korea will show that the 
period divides itself into two parts: The first, from June 1950 to the 
issuance of the General Ceiling Price Regulation (GCPR) on January 
26, 1951, and the second, from the general freeze date to the present. 

During the first period almost all prices at all levels rose shar ply and 
at quite unusual rates. This resulted in an unhealthy price pattern 
characterized by abnormal relationship between prices of individual 
commodities, prices of major groups of industries, and prices at dif- 
ferent levels of the wholesale and retail trades, causing many disparities 
that threatened to cause further upheaval. 

During the second period (January 26, 1951, to the present) the 
earlier inflationary price rise was checked and general stability was 
reached in the price level. Prices which climbed most stee ply in the 
first phase tended to fall most rapidly, while most of those which had 
risen less rapidly receded gradually. In this process of correction the 
price structure of our economy regained much of the balance it had 
lost during the earlier phase. Much of this convergence had occurred 
by August 1951 and then the relationship of prices held fairly steady 
until January 1952 when further declines in wholesale prices nar- 
rowed the gap. 
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These facts are well borne out when the movements of three principa 
price indexes most frequently used to gage the general price trend, are 
compared in terms of their percent rise or decline from June 1950. 
Chart 1 shows that sensitive spot market prices spiraled in the months 
from Korea to February 1951 but declined almost as sharply imme- 
diately after that. Wholesale prices climbed somewhat less rapidly 
and{declined more slowly. It is significant that the Consumer Price 
Index rose least during the early Korean period but has continued to 
rise steadily ever since. It is to be noted that the price levels of the 
three indexes are in fairly close relationship at the present time. (On 
appendix, p. 79 the current price indexes are compared with the 
1951-52 peak and low prices.) 


CuartT 1 
PRICE INDEXES OF CONSUMER, WHOLESALE AND SPOT PRIMARY MARKET COMMODITIES 
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The same general picture of rapid but irregular rise followed by an 
equally irregular decline is shown by the major groups of wholesale 
prices when related to June 1950. (See chart 2.) 
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CHART 2 


WHOLESALE PRICE COMPARISONS 
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The Consumer Price Index has not followed the wholesale price pat- 
terns. (See chart 3.) Throughout the past 2 years, the Consumer 
Price Index has moved constantly upward (except for February 1952), 
although the rate of increase since the price freeze has been moderate 
each month. It will be noted that house furnishings declined after 
June 1951 and apparel after October of the same year. 
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It is hardly necessary to point out that the widely varying cost and 
demand conditions existing in various markets, the broad differences 
in market structures, and other economic factors makes it difficult to 
make any broad generalization on price trends. While some prices 
have remained at their high levels, many important consumer pro- 
ducts have continued to rise. Others ros? slightly in the earlier 
period and have risen little or not at all thereafter. 


EARLY PRICE CONTROL POLICY 


In order to set the stage for any consideration of the fairness of 
current prices to consumers, it is necessary to review the policies that 
were established and what actions were taken to halt rising costs and 
prices in the months following Korea. Those early decisions, par- 
ticularly prior to the general freeze regulation on January 26, 1951, 
are largely responsible for the present price structures that are costing 
the American public billions of additional dollars annually. 

First, let us make a comparison with the economic situation exist- 
ing in World War II at the time OPA first froze prices in April 1942. 
That general freeze caught prices in a reasonably normal pattern. It 
did not come at the close of a period of frantic buying such as was 
experienced from after Korea. 

In part, this was the result of different economic circumstances, and 
in part the result of the 1942 administration foreseeing the inflation- 
ary dangers and, instead of delaying, placed most of the speculative 
commodities and raw materials under controls, several months before 
the April freeze. 

True, the picture was diferent this time. Price levels had risen 
substantially by the time the Congress had completed the Defense 
Production Act on September 8, 1950. But more significant was the 
fact that there were two schools of thought prevailing at the time. 
One group, including many economists both in and out of Govern- 
ment were urging that compulsory direct price controls not be used. 
This group argued that inflation could be better controlled-—at least 
in the absence of an all-out war—by the indirect controls of monetary 
and credit policies. They contended that higher taxes would siphon 
off excess consumer and business income which would otherwise be 
used to bid up prices and that monetary and credit controls would 
dampen spending from borrowed funds and accumulated liquid 
assets. Others in this camp opposed direct controls as a matter of 
principle, holding that the American enterprise was based on freedom 
of markets. 

Furthermore, this group found support in the Defense Production 
Act which did not grant authority for compulsory price control with- 
out reservation. It is probable that they pointed to section 402 in 
title IV which read in part as follows: 

In order to carry out the objectives of this title, the President may encourage 
and promote voluntary actions by business, agriculture, labor and consumers 
* %* * may exercise the authority to approve voluntary programs, and agree- 
ments conferred on him * * *, To the extent that the objectives of this 
title cannot be attained by action under (the foregoing) * * * the Presi- 
dent may issue regulations and orders establishing a ceiling or ceilings on the 
price * * * of any material or service, and at the same time shall issue 
regulations and orders stabilizing wages, salaries, and other compensation in 
accordance with the provisions of this subsection. 
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mpulsory controls 
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VOLUNTARY CONTROLS IN EFFECTIVE 


By December it became clear th 


hot working. Another buying wa 
poured into Korea. 


at voluntary price 
ve was set. off 
Again prices Started to rise 
usinesses attempted to hold the price line but 
prices because their suppliers raised theirs. 
attempt to “play ball.” 


Stabilization was 
as the Chinese armies 
more rapidly, Many 

were forced to raise 
Other firms did not even 


Those which tried to hold the line were ata 
Serious and unfair competitive disadvantage. TI 


he results clearly 
indicated that Stronger price control was imperative and demands, 
both in and out of Government, were made that the administration 
use its vested authority to cheek spiraling prices, 

The Congress had provided for the appointment of an Administrator 
of Economie Stabilization and a Director of Price Stabilization. The 
President appointed Dr. Alan Valentine, Administrator, on October 7, 
1950, but it was not until December 12. that Michael Y. DiSalle 
became Director of Price Stabilization. 

By the Ist of January 1951 the le it clear that all 
voluntary programs were only half-way measures and would not suf- 
fice. In December the automobile industry gave notice of an in- 
tended price raise and the first price regulation issued December 18. 
1950, freezing automobile prices at December | levels, was a tele. 
graphic forerunner to other industries that controls were imminent, 
Frantic buying became generalized. Rising prices led to increasing 
demands for compulsory controls. These demands stimulated further 
Price boosts as sellers tried to beat any general freeze. This infla- 
tionary spiral] circle gained speed rapidly and because of~it the 
American public has been made the victim of a further 
price rise totaling billions of dollars annually. 


Sweep of events may 


unnecessary 


THE GENERAL FREEZE 


The responsibility for this costly delay must fall largely upon the 
Administrator of Economie Stabilization who resigned on January 19, 
1951. The new Administrator, Mr. Eric Johnston, moved promptly, 
The Office of Price Stabilization was set up on January 24 and 9 days 
ater a general freeze—the General Ceiling Price Regulation (GCPR) 
Was issued. his regulation froze prices at the highest levels prevail- 
ing in the base Period of December 19, 1950, to January 25, 1951, 

OPS claims that this base period was selected only after considerable 
debate. The voluntary pricing standards of December 19 had prom- 
ised that price increases made after December 1. and not justified by 
the standards, would be ignored in any subsequent official price action. 
By late January, prices had advanced so far that it was impossible for 
OPS, with its smal] staff, to analyze the many factors that caused the 

Jecember I-January 25 price increases in thousands of businesses, 
Any roll-backs without such an analysis would have resulted in gross 
inequities and financial hardships, Therefore, OPS decided to honor 
all increases that | 


1ad occurred up to the very date of the freeze on the 
grounds that a roll-back Was not practicable. 
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This was a most far-reaching decision because of its broad bearing 
upon the over-all price levels. This not only 1 incre’ ased the cost of the 
consumer’s market basket but also the wage “cost of living’ adjust- 
ments, the higher prices for raw materials, production equipment and 
marketing charges—to mention only a few phases of our economy 
directly affected. 

In fact about 45 percent of the total increase in consumer prices 
and 35 percent of the total increase for wholesale commodities which 
occurred in the 7 months between Korea and February 1951 actually 
took place during December and January. 


| 
Consumer Price Index, Wholesale Index, 
1935-39 = 100 1947-49 = 100 


“ae 
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| Percent | Percent 











Index change from | Index change from 
| June | June 

Boe ee oe us A ar ie 
Rah ee Sate ee WOR ie. 
UR EI Dacia nctthneianinnoueeoantbediatinn | 175.6 3.2 | 109. 3 8.0 
4 eee ttt 178.8 5.1 | 112.1 10.0 
PE y By Meng. ih citladeinnaanntiueegandanant 181.5 6.6 | 115.0 13.0 
Feb. 15, 1951. ....- scciuliot ds iekna hm slnindee ean dite 183.8 8.0 | 116. 5 14.5 


The fact that OPS recognized the limitations and inequities of such 
a freeze is evidenced by the statement of consideration accompanying 
the General Ceiling Price Regulation which read in part: 

It is recognized that the issuance of one regulation covering millions of prices 
and sellers and thousands of industries, differing in structure, market organization, 
and degree of complexity, cannot be expected to cover adequately the multitude 
of problems that arise in day-to-day pricing. It is, therefore, the intention of the 
Director of Price Stabilization to issue, as soon as practicable and after appro- 
priate consultation, additional price ceiling regulations, some general in scope, 
and some tailored to meet the separate problems of individualindustries * * *, 


EXEMPTIONS FROM CONTROLS 


It should be pointed out that while the freeze regulation was 
intended to cover all sellers, manufacturers, wholesalers, retailers, and 
suppliers of services there were many exceptions for legal or strong 
practical reasons. Some of these have had and are currently having 
varying effect upon the over-all cost of living to the consumer. 

First, some exemptions were provided in the act itself—real estate, 
insurance, professional services, books, magazines, motion pictures, 
common carriers, public utilities, and margin requirements on com- 
modity exchanges. 

A number of commodities were excluded for reasons of adminis- 
trative impracticability. ‘These included stamps and coins, precious 
stones, paintings, antiques, used personal or household effects sold by 
the owner. 

More important were the following groups of agricultural and related 
commodities: Raw and unprocessed agricultural commodities when 
sold by the producer were exempted; first, because it was not found 
practicable to apply the freeze technique to sales by individual farmers, 
and second, because the current prices of most such commodities were 
below parity—the minimum price levels at which producer ceilings 
could be established under the act. 
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OPS realized at the start that fresh fruits, vegetables, fresh fish, 
and sea food are subject to sharp and unforeseeable price fluctuations 
because of natural variations in output as well as their seasonal and 
perishable character. Consequently, OPS felt that the imposition of 
a general freeze on these commodities might freeze many inequitable 
prices. Therefore, these items have never been controlled, with the 
exception of potatoes. Fresh fruits and vegetables were exempt in 
the 1952 Defense Production Act, as amended. 

While prices of live animals were generally above the minimum 
standards of the act, OPS decided that they could not practically be 
controlled by a freeze. Although meat was subjected to control, at 
all levels, livestock was exempt. 

Although ceilings were generally not imposed on farm products at 
the producer level, other sellers of these products, or of products 
processed therefrom, were subject to control with the exception, 
already noted, of fresh fruits and vegetables. But because most 
farm products were below parity at producer levels, rigid ceilings 
could not be imposed at other levels. Consequently a device which 
came to be labeled the “parity pass-through” was adopted. In effect 
this meant that if the price paid for a farm product by a subsequent 
seller or processor rose, that seller or processor was permitted to 
adjust upward his own ceiling price by the dollar-and-cent amount 
of the increase in price which he paid. In this way, no obstacle was 
placed against the rise of farm products toward their legal minimum 
levels, but originally resellers and processors could not raise their 
distributive or processing margins. However, the 1952 act was 
amended to permit a percent pass-through instead of only a dollar-and- 
cent pass-through. Although many resellers and processors came 
later to be governed by other regulations, this principle of floating 
ceilings has been preserved by law for those products still below parity 
at the farm level. The processing or distributive margins, however, 
have been in many cases raised or lowered in recognition of the fact 
that December 19 to January 25 margins were frequently abnormal 
and more recently in conformity with the 1952 act, as amended, which 
affords cost adjustments to processors and traditional mark-ups to 
wholesalers and retailers. 

One thing stands out as a result of the OPS general freeze. The 
fear of run-away prices was dampened immediately and consumers 
began to slow up on purchases to where sales dropped appreciably 
and businessmen found inventories rising. This caused liquidations 
in many commodities during the summer and fall markets of 1951. 
Many raw materials, as well as finished consumer goods began to 
weaken. As a result, certain lines gradually softened to the point 
where market prices were 5 or 10 percent below ceilings and a few as 
much as 20 percent or even more. 


INEQUITIES FROM GENERAL FREEZE 


Since the January freeze caught American business in a highly 
uneven price rise—some skyrocketing, some climbing gradually, others 
only slightly—one of the first problems was to eliminate the most 
serious inequities and rolling back the most excessive prices. 

Because wholesale prices of both raw materials and manufactured 
geods, had risen much more than retail prices it was anticipated that 
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consumer prices would continue to rise. Moreover, it was considered 
impractical by OPS to attempt to close the gap between wholesale 
and consumer prices by rolling back wholesale prices to an earlier level. 

Industry as well as economists argued that more normal price 
relationships had to be restored before the price structure could be 
stabilized. Otherwise, they claimed that wide distortions would 
exist among competitive industries resulting in unfairness and financial 
hardship to thousands of firms. OPS, therefore, concentrated its 
efforts on ways to narrow the price gap at the lowest possible level. 

In some well-organized markets, all prices change together. But in 
most markets a price change is effected only over a period of time 
during which disparities exist between prices at different levels of 
production and distribution, prices for different grades, of different 
sellers, in different locations, and so forth. Such disparities had 
become particularly serious in December 1950 and January 1951, 
because some sellers had tried sincerely to observe the voluntary 
pricing standards while their competitors had ignored them. A 
freeze of prices thus penalized the patriotic and cooperative compared 
to those who paid no attention to the Government’s request. 

Other industries let their prices fluctuate freely in response to 
demand. In this group are the highly speculative commodities, 
whose prices can be doubled or halved in a few months of frantic 
trading. Among the industries whose prices are based on costs, 
some normally base their prices upon a mark-up over costs actually 
experienced, while others base their price calculations upon current 
replacement cost or even on anticipated future replacement cost. 
A business whose selling price was based upon costs incurred a month 
or even 6 months—earlier, might find the prices of its suppliers frozen 
at much higher levels than those on which its own se ling prices were 
based. But a firm which based its selling price on an anticipated 
higher replacement cost might find that the freeze prevented the 
anticipated cost increase, leaving it with a greatly expanded margin. 


CEILING PRICE ADJUSTMENTS 


There were, however, a number of situations where cost increases 
subsequent to GCPR made it necessary for OPS to permit the increase 
of sales prices by raising ceilings. Such cost increases arose from a 

variety of sources but they all can readily be divided into two groups: 
Those that had their origin in the inflationary process preceding price 
control, and those that resulted from the use of higher-cost resources 
to reach the required level of defense production. 

The obvious example of ceiling-price increases resulting from the 
precontrol inflation were those granted to manufacturers and dis- 
tributors on the basis of higher raw material or merchandise costs. 
In many of the distributive trades, adjustments were automatically 
allowed once these trades were placed under margin regulations. 
Other trades were given protection against undue squeeze through 
increases over GCPR prices where merchandise costs were raised as a 
result of the manufacturing regulations. These manufacturing regula- 
tions themselves provided adjustments for yet unreflected mereases 
in both raw material and labor costs up to certain cut-off dates. 
Original cut-off dates were either shortly before or shortly after the 
freeze date. But section 402 (d) (4) 1951 Defense Production Act 
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required recognition upon application, of all cost increases to manu- 
facturers, processors, and suppliers of services up to July 26, 1951. 
Ceiling adjustments under this provision are still in progress and will 
probably continue for some time. 

Even before that amendment was put into operation, 
increases led to higher ceilings under other regulations. 
precontrol price pressures were felt when the Inte 
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industry was permitted to add 12 percent to its pre-Korean base 
Period prices, and adjust them for labor and material cost increases 
up to September 10, 1951. as well as for cost increases due to more 
extensive use of overtime, premium shifts, and subcontracting. 

The GCPR freeze did not itself establish any ceiling for a com- 
modity not sold in the base period. Manufacturers bring out new 
commodities from time to time. In some fields for example, ladies’ 
dresses—this is continuous. And there ure seasonal commodities not 
sold in a given base period that is shorter than a full year, 

Special pricing techniques, therefore, had to be provided which 
could be used to est 


ablish new goods prices in an efficient and equitable 
manner without undue burden either upon the seller or upon the 
price-control agency. 


Thus the freeze, based upon deliveries between December 19, 1950, 
and January 25, L951, created an uneven structure of prices: Distorted 
relationships existed between selling prices and cost prices, between 
prices and profits of different firms in the same industry, between prices 
and profits of different industries. Under these conditions it would 
lave been unjust to hold prices to their GCPR freeze levels. To doso 
would have resulted in loss for many businesses. 
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taken immediately after January 26, 1951. In fact it required several 
weeks to recruit the know-how from industry and retail businesses to 
properly analyze the distortions and interpret trade practices in terms 
of price regulations. 

During all of this time consumer prices were steadily rising; many 
businesses were forced to remain frozen at unfair levels and thousands 
of hardship cases needed relief. All of these factors have contributed 
to the higher prices and costs for many businesses that had to be 
adjusted upward in later regulations. 


TAILORED REGULATIONS 


Tailored regulations have the advantage of being especially pre- 
pared for a reasonably uniform group of sellers—-a specific industry 
or a particular segment of an industry. Thus, in contrast to a gen- 

eral freeze or some other general regulation concerning a broad area 
of diverse activities, a tailored regulation can be fitted to the par- 
ticular economic conditions and operating practices of the industry 
it covers. 

It provides prices which conform closely to historical or other 
reasonable differentials—by grade, location, class of seller and buyer, 
and so forth. ‘This permits a lower average level of ceiling prices or 
a price structure that is more equitable and better adapted to main- 
taining a normal flow of goods than is possible under a regulation 
which ignores or merely freezes such differentials. 

Various techniques of pricing are possible in tailored regulations. 
Specific dollar-and-cent ceilings clearly are the most desirable tech- 
nique and they have been used by OPS wherever practical. They 
can be applied, however, only where sellers and products are so few 
that specific ceilings can be set for each item of each seller—as in the 
vase of passenger automobiles—or where goods are standardized and 
uniform prices have historically prevailed. 

Where dollar-and-cent ceilings could not be used, an effective alterna- 
tive was a straight price freeze. This kind of freeze—radically different 
from the general emergency freeze used to stop a helter-skelter price 
run-away—was often used by OPA. It was not so readily available 
to OPS because the 1950 boom had left few situations indeed where 
both structure and level of prices offered a satisfactory base. There 
are, however, cases where the 1951 recoil from the boom restored 
suitable conditions and a straight freeze has been used by OPS, for 
instance, in setting present ceilings for soap and detergents. In other 
cases, it was possible to use the price structure of a pre-Korean base 
period, while modifying the price level in a clear, uniform, and simple 
fashion. This was done for a large number and variety of rubber 
products and, in part, for canned fruits and vegetables. 

Where neither dollar-and-cent ceilings nor a straight price freeze was 
practical, tailored regulations had to provide a pricing formula which 
expressed customary pricing methods in clear and unmistakable terms. 
This technique was particularly necessary where the producers’ prod- 
ucts frequently change. Generally, such a formula provided some 
mark-up—either the seller’s own historic or a specific one—over cer- 
tain clearly identifiable cost elements. To avoid continuous escala- 
tion, it has been the policy of OPS to add this mark-up to costs as 
of some appropriate cut-off date rather than to current costs. 
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A relatively simple and therefore desirable version of this formula 
method is the mark-up technique generally used by OPS for many 
distributive trades. In line with the normal operating practices of 
these trades, a single mark-up over purchase cost can be fixed. 

Your committee recognizes that the preparation of sound pricing 
regulations that would effectively blanket our economy was at the best 

a slow process. The committee further appreciates that frequently 
‘tien consuming research was involved; that regulatory actions of 
other Government agencies had to be cleared; that ofttimes the effect 
upon industry practices required several industry advisory meetings; 
and that careful review was necessary from a legal and policy angle. 

However, it was October 1, 1951, before the director instructed the 
OPS divisions to put on an shat drive to replace the general freeze 
with individual tailored regulations. 

It is true that about 70 tailored regulations were issued prior to October 
1951 but many others were held up because of policy decisions and 
delays in obtaining legal and top-side clearance while OPS officials 
were hopefully waiting for more favorable legislation. This was 
particularly true from April through September 1951 when congres- 
sional hearings were being held on various price control amendments. 

Here, again, this delay undoubtedly contributed to the need for 
higher ceiling adjustments incorporated later in many of the regula- 
tions because of the inequities and higher costs that had become 
firmly established during the period that prices rose unevenly. 

To date, OPS has issued 171 separately tailored ceiling price regula- 
tions as well as 119 supplemental regulations to the General Ceiling 
Price Regulations (GCPR). In addition, 32 supplemental regulations 
have been issued to the general manufacturers’ regulation (CPR 22) 
applying to an estimated 75,000 industrial firms. Seven suppler haa 
regulations have been issued for the machinery and related manu- 
factured products (CPR 30). Dollar-and-cents ceilings have now 
been established in better than 100 price regulations. 


MANUFACTURERS’ PRICES—COST ADJUSTMENTS 


Price distortions and inequities at the time of the GCPR freeze 
were especially serious in many manufacturing industries due to 
the long and complex chain of transactions so often involved. 

For OPS to have tried to correct these distortions piecemeal would 
have been impossible. Therefore OPS prepared general manufac- 
turers’ regulations (CPR 22 and 30). These regulations were intended 
to restore more normal cost-price relationships by achieving roll-backs 
where prices had outpaced costs since Korea and permitting increases 
where the GCPR had resulted in squeezes. They established a pricing 
method which did not favor those who ignored the voluntary appeal 
of December 1950 and did not penalize those who cooperated. 

The original effective date of the general manufacturers’ regulation 
was May 28, 1951. Because many manufacturers complained that 
they needed more time to complete their calculations, the effective 
date was extended to July 2. Thereupon, the regulation was caught 
in the legislative jam that prevented extension of price-control au- 
thority before the expiration of the original Defense Production Act 
on June 30, 1950. When Congress did extend the act for 1 month, it 
contained a proviso prohibiting roll-backs, and thus made it impossible 
to put the regulation as written into compulsory effect in July. 
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When the act was passed on July 30, it ‘neorporated several new 
provisions, including section 402 (d) (4). This amendment, 2&5 
opposed to the manufacturers’ regulation €&s issued by OPS, permitted 
recognition of total costs including overhead rather than material 
and factory labor costs up to July 26, 1951. In 1952 the amendment 
was clarified to make certain that the same treatment be afforded 
processors of all agricultural products as well as industrial firms. 

OPS delaved the mandatory use of CPR 22 and CPR 30 pending the 
outcome of the conaressional hearings on the amendment. The hear- 
ings were com yleted in September but it was November 1951, before 
OPS finally revised the regulation and instructed manufacturers that 
CPR oF and CRE 30 would become effective December 19, 1951. 

So far, 2,300 companies have filed about 8,200 applications for 
increased ceilings on individual product lines under the section 402 
(dq) (4) amendment. This regulation has made it possible for some 
individual sellers to puncture industry-wide ceilings established under 
tailored reculations. 


DISTRI BUT¢ RS’ PRICES 


After the freeze, many retailers could not buy merchandise at the 
freeze prices of their suppliers and sell it at their own freeze prices 
without incurring an undue reduction in their trading margin or per- 
haps even a loss. But many others had marked their coods SO high 
‘n anticipation of further increases in their purchase prices that their 
freeze prices retained unduly large margins when the anticipated 
further rise of suppliers’ prices was stopped by GCPR. 

Experience has shown that in many distributive trades the only 
practical way of setting ceilings ‘s the control of the mark-up over 
invoice costs. This is especially true for those trades that handle a 
highly varied and constantly changing selection of merchandise. 
Department stores and many specialty stores are examples. Even 
the mark-ups in these stores vary widely between categories of mer- 
chandise and price lines and between stores vn the same city and from 
city to city. In trades of this type each distributor’s own historic 
mark-up structure for each category of goods 1s the most practical 
method of price control. This method was used by OPS in CPR 7 
which covers a wide range of trades and commodities. 

[n other trades, merchandise and operating practices are sufficiently 
standardized to permit uniform mark-up rules. This solution has 
been used in OPS grocery regulations at wholesale and retail levels. 

By adding distributors’ percentage mark-ups to dollar-and-cent 
ceilings set at earlier stages it has been possible to establish definite 
dollar-and-cent ceilings at wholesale and retail. This was first done 
for beef and later for certain other ‘tems—such as antifreeze. Special 
retail ceilings for other meats and groceries on 4 local basis 10 the com- 
munity pricing program have been developed. 

This program is discussed in detail on page 59. 


DISTRIBUTORS RETAIL ERS’ PERCENT MARK-UP 


While distributors appeared satisfied with the ceneral types of con- 
trol used by OPS, criticism Was aroused by two actions concerning 
automobiles and wool carpets which increased manufacturers’ prices 
while allowing distributors to pass On only the dollar-and-cent amount 
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of the increase. This was based on the belief that the level of earnings 
in these trades made it possible for distributors to absorb the slight 
indirect cost increases that might be involved. It was also well known 
that distributors’ profits had sharply risen during the war, in spite of 
the cost absorption policy of OPA. When distributors’ invoice costs 
and business volume rise—as they usually do in an inflationary 
period—their expense rate tends to decline, leaving room for reductions 
in percentage mark-ups as well as increases in net profits. 

The OPS took the position that where this leeway existed it should 
be used to keep consumer prices as low as possible, although it recog- 
nized that percentage mar-ups had to be preserved when and where 
business conditions made this a requirement of fair and equitable 
ceilings. This position, however, failed to satisfy trade association 
representatives who appeared before congressional committees when 
the extension of the Defense Production Act was in preparation. The 
Congress introduced section 402 (k) into the act, prohibiting OPS 
from taking any action which would “deny to sellers of materials at 
retail or wholesale their customary percentage margins over cost of 
the materials during the period May 24, 1950, to June 24, 1950.” 

Since this amendment went into effect, all new price regulations 
governing the wholesale-retail trades have conformed to its require- 
ments. A number of regulations have thus provided higher ceilings 
than might otherwise have been necessary. Among examples are 
the ceiling price increases necessitated by new excise taxes effective 
November 1, 1951. While in these as in all similar instances OPS 
was prepared to raise ceilings for manufacturers and distributors by 
the full amount of the additional tax, it was found that in most dis- 
tributive trades taxes had customarily been included in the cost basis 
to which distributors’ and retailers’ percentage mark-ups had been 
added. Accordingly, the amendment forced OPS to allow ceiling 
price increases that included their customary percentage mark-up on 
the new taxes flowing into the Treasury. 


Status OF WHOLESALE PRICES 


For many years the Bureau of Labor Statistics, Department of 
Labor, has done an outstanding job as the Government’s official 
agency for collecting, analyzing, and compiling into usable index form, 
the price movements in literally millions of wholesale and retail 
commodity transactions carried on in this country monthly. From 
this basic data, it has been possible for BLS to furnish OPS with over 
200 special reports since Korea. Some of these required weeks of 
survey work in the field. These have provided OPS with up-to-the- 
minute checks on the traditional and current prices and margins that 
have become general practice among thousands of wholesales and 
retails in scores of different trades. 

In fact, the only wav price changes can be studied is by the use of 
“key” prices and combinations of them into price indexes—thus the 
importance of the Consumer’s Price Index and the Wholesale Price 
Index. The first covers a carefully chosen list of 203 items of goods 
and services purchased by ordinary consumers, as priced under care- 
fully specified conditions in cities in the United States. The second is 
composed of over 1,800 commodities, in terms of their prices at the 
first point of sale after production. To understand the movement of 
prices generally it is necessary to use both. 
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The wholesale index fluctuates more sharply than the retail index, 
and wholesale price changes are not usually reflected immediately 1 in 
retail prices. In addition, many items sold at wholesale never enter 
the final consumers’ retail market directly. For instance, few con- 
sumers would have any use for copper, except as a paper weight per- 
haps, or even for the brass sheet made from copper. Most of us are 
supremely indifferent to the price of furret lathes—we can’t eat or 
wear them. But about half the value of business done at the whole- 
sale level is in terms of such “industrial goods,” and their prices do 
have an eventual effect on our cost of living or on our taxes if the 
Government buys them. 


WHOLESALE PRICE TRENDS 


After 16 months of continuous decline which began in March 1951, 
wholesale prices increased in both July and August of this year and 
then declined moderately in September. 

The following table showing August 1952 wholesale figures gives a 

comparison percentwise of current prices with previous periods. It 
will be noted that farm products’ prices have increased over 16 percent 
and processed foods 14 percent since Korea. The processed foods 
have moved upward for 4 months while farm products have moved 
up and down gradually during the last 8 months. Processed foods 
are now above the January freeze date but slightly under last year. 


Wholesale price index—Percent changes to August 1952 from selected dates 





| 
| Pre-Korea, 








| | 
ie ‘ | GOPR, 
Group : July 1952 | ADSL —* June 1950 
i | j { 
Ni ssn eccticincrninsossssini nadine +0.3 —1.4 | —25| +19 
Wt OPO ooo. ce cin ocn cave east .| —0.3 | —0.5 | —21| +4163 
Pann POOR oe oe cass aeaemanwess +0.5 | —0.6 | +0. 3 | +142 
All commodities other than farm and food_.........-.-- | +0. 4 | —1.7 | 3 2 | +10. 5 
Textile products enbtee din dieemeiiee | +0.3 | —8.6 —13. 4 | 46.3 
Hides, skins, and leather products... aadlase t= hk ken ae +0.3 | —18.2 | —24.2 —2.6 
Fuel, power, and lighting materials_-_-_..........---} —0.5 —0.8 —0.8 | +3.0 
Chemicals enrt aiied prodaets. ......n05..cck5c--.0} —0.2 | —4.1 —6.6 | +12.9 
NN I I i a cas ascitic | —1.3 | —11.1 —16.1 | +17.2 
Lumber and wood products.._..........----.-.-- +0. 1 | —1.6 —4.1 } +7.0 
Pulp, paper, and allied products. ........--- oa! +0.3 | —3.3 | —3.7 | +20. 5 
Metals and metal products... .-.......-.....- / +1.6 | +1.3 | —0.2 | +13. 8 
Machinery and motive products. - -- bein cee | 0 +2.1 | +3. 5 | +14. 2 
Furniture and other household durables._.._._____- | 0 —1.7 —2.3 +8. 2 
Nonmetallic minerals (structural) Es 0 | +0. 2 +0. 2 | +8.0 
Tobacco manufactures and bottled bevers Ages__ aan 0 +2.8 | +2.2 | +9.3 
SU a i a ne ta ae | +3. 2 +6. 1 | +6. 1 +12.4 





Charts 4, 5, and 6 that follow clearly show the general downward 
trend that has taken place since early last year in wholesale prices of 
all major consumer commodities. (See charts 29, 30, 31, and 32 

appendix, pp. 80 to 83, for durable-goods items, including metals, 
machinery, chemicals, and others.) 
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These declines in wholesale prices were in part a result of price 
controls, and in part reflect the decline of the speculative and other 
inflationary pressures which had been rampant in the first 6 months 
of the Korean war. All major commodities in the index increased 
sharply after Korea, and most of them hit their peak in January-— 
February 1951. Farm products and foods, and some of the product 
groups most important to the mobilization program, were up roughly 
15 percent. Textiles went up nearly 23 percent and hides over 25 
before declining close to their pre- Korean level. ‘Tobacco and con- 
sumer durable goods, except floor coverings, showed much smaller 
gains 

On August 30 this year, over three-quarters of the total estimated 
annual value of all transactions at wholesale, as measured by the BLS 
Wholesale Price Index, were under OPS price control. A summary of 
the control status of the total wholesale volume is as follows (see 
appendix, p. 84, for OPS price-control status on individual com- 
modities) : 


Annual | Percent 
amount of total 


Millions 


Controlled ‘ x i $157, 023 77.1 
Controlled under parity provision , ; . 680 .3 
Not controlled due parity provision 7 : 10, 197 5.0 
Controls suspended by OPS nae: inca 17, 706 8.7 
Exempted by OPS 3 mae . 9, 847 4.8 
Exempted by Defense Production Act ‘ ; ; ; 8, 204 4.1 

Total_.. : wale — —_ bdhniows 203, 747 100.0 


RELATIONSHIP OF WHOLESALE PRICES TO PEAKS AND CEILINGS 


It is noteworthy to study the shifts that have occurred in the move- 
ment of these prices during the seven ensuing months from February 
to August of this vear. The following tabulations reflect the general 
downtren d of wholesale prices during the first 6 months of 1952 and 
clearly demonstrates the degree to which markets and prices have 
softened during the interval. 


telationship of wholesale prices to peaks or ceilings, February and August 1952 


February 1952 August 1952 


Annual |} Percent | Annual | Percent 
amount of total amount | of total 


| Billions | Billions | 
Total wholesale volume. - ‘ : ae kt alibbdaeien $273 | 100 | $273 | 100 
At peak or ceiling LS ade helen ade stoke ancl! 172 | 63 95 | 35 
Slightly below peak or ceiling | 44 | 16 114 | 42 
Significantly below peak or ceiling (more than 4 percent) ‘ 57 21 | 64 23 


These figures indicate that a much greater proportion of the whole- 
sale transactions are being made at relatively lower prices than 7 
months earlier 

However, it is necessary to break this down further to get a clear 
picture of the current situation. After the steady decline in wholesale 
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prices in the second quarter of this year, some commodity prices under 
ceiling started a new uptrend and 55 percent of all wholesale prices 
were either at the peak or moving upward regardless of their current 
level. The following data reflects the trend as of August 1952. 





Annual aia 
Group amount — of 
cs (billions) = 
Commodity prices steadily rising: 
Slightly under peak or ceiling._..--.-- nadousiihnicaiusenaadh : : $37 13 
Significantly below.-........-..-.-- bi Puede ehalemibena delete Labo 18 7 
UE itis cddnnteckdudsscddiptonvinwamcndadkaes iia itp timate aie haek p 55 20 
Commodity prices not rising 
Slightly below peak. -.- Si aiken oaepaaeels pia > aeek 77 29 
EEE cectalieiiae sacs : — 46 16 
PP asientaetedentenacken pial nccneaieepacaci te een 123 4 


To better determine the wholesale price trend in those commodities 
of wide public interest as against prices of interest mainly to business 
all of the wholesale transactions have been roughly divided into two 
i a as follows: 

Prices of wide public interest—These include farm products, such 
as ‘ieee cotton, grains, livestock, poultry, eggs, etc.; processed foods; 
clothing and textiles; passenger automobiles and tires; ete. 

Prices of interest mainly to business—In this group are metals, 
ecabheane chemicals, most fuels, lumber, trucks and busses, ete. 

Dividing wholesale prices in this manner we find a very marked 
difference in the current price status of the two segments between 
February and August. 


Status of wholesale prices by group interest, February and August 1952 





Percentage of group value 
| Transaction 
value At peak Slightly below! 


Significantly 
| (billions) 

! 

| 


rin. Co 
Price group below 


Feb. | Aug. | Feb. | Aug. | Feb. | Aug. 








All wholesale prices js a $: 


273.0 63 35 16 42 21 | 23 
Prices of wide public interest__.........----- | 134.7 | 41 23 20 | 41 | 39 36 
Prices mainly of business interest ......-.-.---| 138. 4 | 84 | 47 | 12 | 43 4 | 10 


Here again a further analysis discloses that 44 percent of the 
wholesale prices of the wide public interest items below peak have 
been steadily rising in contrast to only 13 percent for those mainly 
of interest to businesses. 

The wholesale commodity groups, of “wide public interest,’”’ and the 
status of wholesale prices for each of these commodity groups for the 
two periods are shown in the following table. 





99 CONSUMER COMMODITY PRICES AND MARGIN SPREADS 
Status of wholesale prices of wide public interest, February and August 1952 


Percentage of group value 


Significantly 
below 


Total value At peak 


billi Slightly below 
(billions 


Commodity group 


Feb. | Aug. | Feb. | Aug. | Feb. Aug, 





$34.5 23 15 25 13 52 72 
36. 1 41 Bt 21 78 ss 11 
21.0 11 39 47 0 53 
lucts a7 1 100 
b] aor 67 7 7 3 ( 
Ss 4 R323 8 ] 17 
+9 12 43 4 100 

LU¢ 10. 2 82 13 H4 18 

9.9 100 100 

il 154 1] 2 4U 4] ) 6 


This group will bear watching closely by OPS because of its direct 
interest to consumers. OPS reports that nearly 85 percent of all the 
items now selling under peak have recently been rising. Seventy 
percent of processed foods ard 95 percent of the miscellaneous con- 
sumer products that were under peak are now moving up slowly. 

[It can be seen from the preceding tables that a majority of the whole- 
sale prices with which the general public comes into contact are below 
pom or ceiling. On the other hand, the next table indicates that 
rearly half of all wholesale prices mainly of interest to business are 
presently at their peaks. The consumer is directly affec ted by most of 
these prices in the long run through the ae ‘ct purchase of end produc ts 
or indirectly through Government taxes for the procurement of defense 
equipment. 


Status of wholesale prices mainly of interest to business, Febr uary and August 1952 


Percentage of group value 


. ° Tots £ > ee Si ni . ¥ 1 
Commodity group Total + alu At peak Slightly below olen antly 
(billions below 

Feb. | Aug. | Feb. | Aug. | Feb Aug. 

Fuels $26. 0 54 58 46 36 6 

Chemicals and allied products 13.9 RH 38 4 14 58 

amber ind wood products 7.6 12 22 53 48 35 30 

Pulp, paper, and pr ducts 10.8 97 36 2 59 1 5 

Metals and metal products 41.5 100 58 38 4 
Machinery 30.6 100 26 74 


Nonmetallic minerals 
and busses 


RQ 66 34 11 


Trucks 100 





Total 43 


Nearly 80 percent of all the prices under peak in this business group 
have shown a gradual climb in recent months. One hundred percent 
of the machinery prices under peak are rising, with paper products 
running a close second: 92 percent of underpeak items moving up. 
Few manufacturers, obviously, have felt any real cut in raw mate- 
rial prices since only one-tenth of these wholesale prices have dropped 
significantly below ceilings. 
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It is well to keep in mind in studying any of the above wholesale 
price tables that the peak or ceiling prices which form the basis of 
comparison were in many instances far out of line with any pre- 
Korean experience. In fact, it is generally true that the prices which 
have fallen most from their peaks are commodities in this category. 
Many of the price declines were due to a return to normal relationship. 
For example, rubber has declined a little over one-half from its peak 
price but is still close to June 1950 levels and now shows some signs of 
an upswing. 

In summary it may be said that the analysis of wholesale prices still 
shows an appreciable amount of decline from peak or ceiling prices but 
because this trend has recently been reversed in many items the 
situation bears close watching. We can assume, however, that an 
up trend, even though mild, in any basic commodity group like raw 
materials, will tend to carry many other groups along. 


Stratus oF RETAIL PRICES 


The increasing optimism which has characterized recent business 
comments about the level of consumer demand in the months ahead 
appears to be supported by the most recent economic indicators on 
employment, production, and sales. Department store sales on a 
seasonally adjusted basis, for example, are higher now than at any 
time—other than the scare buying waves— since the Korean outbreak. 
Some concern is beginning to be felt not only about how long this 
revival in consumer demand is likely to last, but also whether it will 
extend into areas, such as men’s apparel, woolen and other synthetic 
textile products, floor coverings, etc., where continued lags in demand 
are recorded. ] 

Merchants generally are expecting a boom season between now and 
Christmas and are building inventories accordingly. Practically all 
consumer goods industries report that retailers are ordering on a 
longer-term basis and in larger quantities so that it has been necessary 
in some cases to add employment and increase hours. ; 

No doubt a large part of the increase in consumers’ buying is due 
to the fact that their incomes are at record levels and their need for 
goods is now more urgent in view of more than a year of buying 
restraint. It is still too early to appraise the effects of the easing of 
consumer credit although this has been an important factor. 

An estimated increase in defense purchases of some $10 billion 
during 1953 may be compared with the increase of $18.4 billion which 
occurred in 1951 and a yearly increase rate of $16 billion in the second 
quarter of 1952. The contemplated rise constitutes about 3 percent 
of the current gross national product—a rise which could be readily 
handled in the light of the increased capacity and labor supply avail- 
able without too great an effect upon the economy. . 

The retail price index has been steadily climbing monthly since 
South Korea was invaded, with one exception. On August 15, the 
index stood at 191.1 (1935-39=100), 12.3 percent higher than June 
1950 and 3 percent above a year ago. (See charts 7, 8, and 9.) 
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Most of the increase in living costs over the past 12 months for 
moderate-income families in large cities has been in foods, rents, and 
miscellaneous items which have jumped from 4 to 5 percent over last 
year. ‘This is a 33 percent greater increase than for the total index. 
These commodities greatly affec ted the moderate-income pocketbook. 
These three groups of items make up two-thirds of all such consumer 
purchases. (See appendix, pp. 84 and 85.) 

The importance of each group in the total sum of consumer expendi- 
tures as determined by BLS studies of postwar patterns is as follows: 


Relative importance in Consumers’ Price Index 


Group: 

WC a A Sn Se a AS get has ee ee At ee ee es ee 35. 07 
SENN si cio Spal es or =A al ie ecm hace ee ee he ee ee 12. 77 
REN oe Bie oe el i en Ha Ba nue aaa ee ee 11. 10 
Oe ARTES CORMIER 2c ed ou a ak ot ea eee 10. 94 
REOUNG TUE ne et own ke etna ean eee 5. 80 
Puch, clectriekty, and rétrigerntion... . .....s~ - cadacnuucacccceacus 3. 37 
ISCO MNUOUM ISQUNB aan nn onic man cdanecnencodnnacae wanna 20. 95 

RO SR Ds ra hes oe ea met eal 100. 00 


1 Usually included with miscellaneous items. 


From these figures it can readily be seen that any movement upward 
or downward in foods, apparel, rents, or miscellaneous items, could 
have a noticeable effect on the over-all monthly cost-of-living index, 
Every 1-percent change in either direction in the over-all index means 
a difference of over $2 billion in the cost of living annually to the 
American people. 

It is too early to know what the effect will be upon the buying 
index as a result of lifting Federal rent controls in many areas on 
September 30. According to the Rent Stabilization Board about 60 
percent of the 2,400 eligible communities have taken action to insure 
extension of rent controls. It is estimated that of the total number 
of urban rental dwelling units under control as of July 1, 1952, exclud- 
ing critical defense areas, 66 percent will retain Federal rent controls. 
When the critical defense areas are included, about 80 percent of the 
July controlled urban rental dwellings will remain under Federal con- 
trol. Of the 34 cities which are surveyed monthly for the rent com- 
ponent of the Consumers’ Price Index, the following cities have 
allowed rent controls to lapse as of September 30: Detroit; Seattle; 
Atlanta; Portland, Maine; and New Orleans. Nine other cities in- 
cluding Birmingham; Houston; Jacksonville; Los Angeles; Milwaukee; 
Mobile; Portland, Oreg.; Richmond, Va.; and Savannah had been 
decontrolled under earlier laws. The remaining 20 cities remain under 
rent control, either Federal or State. 

Some measure of the price movements that have occurred since 
Korea in a selected group of consumer goods is indicated in the 
following tabulations. The figures clearly show the rapid rise that took 
place in practically all consumer items from June 1950 to January 1951. 
Since the January freeze the movement has continued upward 1 
most cases at a very much slower rate, and in some items a decline 
has occurred since a year ago. 
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Changes in retail price movements of consumer goods, June 1950 to August 1952 


Combined for 
selected peri- 
ods—percent 
change, June 
1950 to August 


Price index, all 
cities—percent | 
change, Feb- 
ruary 1951 to 
August 1952 


Percent changes 
in consumer, 
June 1950 to 
February 1951 














1952 
Aver- A ver- Aver- 
Total (age per| Total age per| Total | age per 
month | month } } month 
All items... ._- hs — 8.0} 1.0 4.0 | 0.2} 12.3 0.5 
Food oa pienkes ; aoa 11.3 | 1.4 | 4.2 2 16.0 6 
Apparel... . a4; Ls 4 | Ot 29 a 
Rent 2 2.4 3 6.2 | 3 | 8.7 | 3 
Fuel, electricity, and refrigeration... _. 3.5 4] 41 0 | 5.9 oe 
House furnishings. ._--. 13.5 1.7] —2.6 | —.1] 10.5] 4 
Miscellaneous.....-- ; ‘ Ke 5.6 7 6.1 3 | 12.0 |} .5 
| | 
——S—S———__ — = — — — ——— ————— ————— — — 
Percent changes in average retail prices 
of 5 foods (56 cities) 
ft ‘a ¢ , 
June 1950 to February | June 1950 to 
February | 1951 to August 1952 
1951 | August 1952 | * — , 
Foods: | 

Hamburger 18.7 —3.0 | 15.2 
Salmon, pink : 45.5 —10.5 | 30.3 
Eggs 21.7 7.1 | 51.0 
Tomatoes, can : 29. 0 —2.1 | 26. 2 
SE cst een vss cniminbedaknin dues — 49.1 —32. 2 | 1.2 

———————————————— — — —— ——————— — ———<———————————————— — — 











Retail-price movements of 
apparel (10 cities)—per- 
cent change! 


June 1950 to [March 1951 to 
March 1951 June 1952 


Apparel | 
Men’s overalls-_.....--- i ; : 22. 1 0 
Men’s street shoes ‘ 16.0 | —0.7 
Men’s wool suits : . ; ; 9.6 | 2.2 
Women’s cotton house dresses ; ; 5.6 | —4.5 
Women’s nylon hose..-. ; i me 5.9 —12.3 











Retail-price movements of 

| housefurnishings, tooth- 
paste, and services! (10 
cities)—percent change 


| June 1950 to | March 1951 
March 1951 | to June 1952 


Items | 
Axminster rug , ie Sine ; 37.6 | 12.9 
Mattress, innerspring.........-..-.- waar ies bioen immed 21.0 —.3 
Radio, table model a Se ie eee ; 12.6 | 1.4 
Washing machine, electric... -.-.-- evn bce nok Sin ele eee ; 9.7 9 
Refrigerator, electric... -..-- ‘ iSeubwkin peken saat | 7.2 | —5.7 
aida tic irennwancns ake phseiin dence bea cakekel 10.3 | —3.6 
Streetcar fare. ............ ; , aa : fs kal 12.0 | 8.9 
Group hospitalization... ..-.- eee E micehie een athe aa neal 4.7 | 18.9 
INI he ah cites détn na cukeimuanbateaddidinwdékeves coeeeneees| 9.6 1.6 





1 Data available quarterly. 


Source: U. 8. Department of Labor. 
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RETAIL PRICES COMPARED TO CEILING PRICES 


A direct comparison of ceiling prices and retail prices is not practical 
for any large number of prices, let alone for the total vast area of con- 
sumer purchases. At retail, the difficulty is even greater than at 
wholesale because most OPS retail price regulations are mark-up 
regulations, not limiting the retailer to a specified price but rather 
to a mark-up—either a mark-up specified in the regulation or one he 
has used at some past date for the same or a comparable item. But 
such a comparison can be made on the basis of the data collected by 
the Bureau of Labor Statistics for its Consumer’s Price Index (CPI). 

The Bureau of Labor Statistics, therefore, has compared the most 
recent available prices of all CPI items with peak prices for the period 
ending June 30. A summary of the relationship of all consumer 
prices to their 1951—52 peaks follows. . 


Relationship of consumer prices to 1951-52 peaks, June 30, 1952 








Relative Cc lativ Cumulative 
aed re Number importance — enous importance 

Relation to peak of items to total num be r of to total 

CPI items CPI 

Percent Percent 
At peak . ‘ ; ; 76 52 76 52 
Less than 1 percent below-.. acme 29 11 105 63 
Less than 2 percent below..-_------ achiecniea'e 14 Ss 119 71 
Less than 5 percent below. ------ ‘ 7 29 11 148 | 82 
Less than 10 percent below... ---- ee 19 7 | 167 89 
SIE PN keene caindcsnadadsecmnndeeel 28 11 195 100 


} ' | 


Thus, for example, items representing 11 percent of total consumer 
expenditures were selling at prices more than 10 percent below their 
1951-52 peaks on June 15. Put another way, about 89 percent of 
consumer purchases are at prices which have declined less than 10 
percent, about 71 percent at prices which have declined less than 
2 percent and 52 percent at prices showing no decline at all. 

A fair proportion of the items showing a ‘decline of 5 percent or more 
from peaks are those commodities which are highly seasonal in nature. 
Consequently the fact that the prices of certain items are below peaks 
may not give a true picture about market softness. 


CONTROL SUSPENSIONS FOR SOFT MARKETS 


As more and more market prices dropped away from OPS ceilings 
a more balanced relationship in the price pattern between consumer 
and wholesalers has been characterized in recent months. Several 
factors have helped to contribute to this situation but the end result 
has been a definite softening in many markets. Naturally, this has 
raised the question why price controls should not be lifted, particularly 
where established ceilings are well above the present market prices. 
In such cases the argument is that ceilings do not perform any useful 
function. 

Your committee has devoted considerable time in hearings and con- 
ferences over the past year in seeing that a sound policy was estab- 
lished and executed by OPS, to eliminate the burden of record keeping 
and paper work wherever controls could be safely suspended or 
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eliminated. In fact, your committee took the position that this 
should be undertaken in every area where it could be done safely 
without adversely affecting the defense program or the Nation’s 
economic structure. 

This suspension program was approved by Congress when it inserted 
a new section 412 into the Defense Production Act in 1952. In 
following the congressional intent OPS, on August 29, revised its 
suspension and decontrol standards which were originally issued 
April 22, 1952. 

At the time of announcing the decontrol policy the Director of OPS 
had this to say: 

These standards, and the actions we have taken under them, simply recognize 
that economic conditions require firm price controls in pressure areas but permit 
their suspension in ‘soft market’? areas * * *. We don’t want controls 
merely for the sake of controls. That is our feeling in this agency and it is the 
will of Congress, clearly expressed in the law under which OPS operates. 
Decontrol standards 

Since decontrol action on any commodity may, under certain condi- 
tions, cause a reversal in the price trend that might adversely affect 
consumers, there follows a brief summary of the OPS policy. 

Under the preliminary standards developed, the following condi- 
tions had to be met before OPS would consider the suspension of 
controls. 

1. Prices in an area must be materially below ceilings. (‘ Area” 
refers to a range of related items and are determined by the structure 
of the market and OPS regulations.) 

2. There must be no prospect that reimposition of controls will be 
necessary in the foreseeable future. This determination is based upon 
a full economic analysis of market conditions and takes into account 
suc h things as current supply and demand, production capacity, 
inventories, and volatility of prices. 

On August 29, the revised standards broadened this basis and called 
for decontrol under two other situations: 

1. Where control makes virtually no contribution to the stabiliza- 
tion program—where materials or services are insignificant in either 
the cost of living or the cost of doing business, or 

2. Where a minor contribution to the stabilization program is out- 
we sighed by unusual disadvantages of control, such as disproportionate 
administrative burdens on business or on OPS. 

Under previous standards, both these conditions had to be met to 
justify decontrol. Now either is sufficient to warrant decontrol. 

Another principal change was the inclusion of a provision relating 
to the cumulative effect of exemption actions. The new standards 
provide that there must be— 
no evidence to show that decontrol * * * will have a significant adverse 
effect on the price level when considered in conjunction with previous decontrol 
of related materials or services. 

The new standards make clear also that recontrol, when and if 
necessary, will not be at a higher level of ceiling prices than that 
existing at suspension, except as may be required by law. 

In each of the suspension actions authorized by OPA to date, 
“trigger points” have been set for the reimposition of controls. 
These trigger points are based on price levels which will permit 
recontrol before prices pierce or threaten to pierce the former ceilings. 
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Soft markets 

When prices have fallen well below the peak, it is the general 
concept to consider the market soft. However, it does not necessarily 
follow that this is a true indication of ‘‘softness.”” Many commodities 
which have dropped materially from their 1951 peaks are still 
substantially above their Korea levels. 

The commodities that have been decontrolled prior to September 
1952 are listed in the following table, together with their sharp price 
rise between Korea and the January freeze as compared with their 
substantial declines after the freeze date to August 1952. For 9 of 
the 19 commodities the latest price index is higher than the Korea 
price regardless of the amount of the price drop to date. Silk products, 
for example, were 36 percent higher in August than June 1950. 


Wholesale price index changes, suspended commodities June 1950 to February 1951 
and February 1951 to August 1952 
[1947-49= 100] 











| | 

| | Index | Percent | | Percent 

| Date |——-——-——— change, Inder change, 

Suspended items sus- | | June August | _Febru- 
pended June Febru- aes 1952 ary 

1950 | ary 1951 | Febru- to August 

ae ary 1901 | ary 1951 | 1952 

| | 
Radio and television...................... Aug. 29. 100.0 92. 6 —7.4 | 93.8 1.3 
Mage c.) ESS RES ORS) Te ao...) 3220 162. 2 38.6] 125.9] 224 
a edad |..-do- = 160. 4 122. 4 | 21.9 | 112.8 —7.8 
Ms rd ee eS ee cucamieeas June 23 98. 2 137.8 40.3 | 89.3 | —35, 2 
Cotton products.....................- a AOiscst> 0 119. 2 32.4 | 9.1) 19.2 
Haw 60d sce ccc ee 101.6 166.7 64.1] 11225] 265 
Wool, domestic. ............ siteomsascahioaitiaia Seto Mnuwcd 119. 2 245. 2 105.7 1102.3 —58.3 
Wool, foreign... .--- oie : ocatlOu dot 131.3 284. 8 116. 9 | 1110.5 —61.2 
BS er aa gts at 105.3 160.1 52.0 112.9 —29.5 
Silk products. __ debe opts a Ne oda Ae 88.8 146. 3 64.8 139. 3 —4.5 
Synthetic textiles_........-.- ; .do i 84.4 100. 0 18.5 90. 5 —9. 5 
Burlap ie : Apr, 28_. 90.7 173.4 91.2 | 65.7 —62.0 
Cattle hides : : a eernee aa sen 8 92.4 137.4 48.7 | 62.5 —54.5 
oe en a a Ser og sige iedston a ana 96. 4 119.9 24.4 | 63.3 —47.2 
Kipskins ai rca aidan tl ssO@cwnxa 115.0 139, 8 21.6 78.8 —43. 5 
Animal fats and oils. - bei tak eee sc Reese l 66. 4 103.3 55. 6 | 1 64.5 —37.6 
Crude soybean oil__-___-__- 5 ’ aes 69. 0 112. 1 62. 5 159.4 —47.0 
Tallow 2 ‘ ok . . sta se 36. 4 128. 3 252. 5 145.0 —64.9 
MIR candvundinevadsencvacaaseabun JG. we 34. 5 127.6 269.9 143.6 — 65.8 


1 June index, 


In addition to the above group of commodities, there are approxi- 
mately 1,200 more items and services which have been exempted or 
suspended from price control by OPA from the time the original 
Defense Act was passed through July this year. 

According to OPS, it has been necessary, because of its materially 
reduced 1953 budget, to liberalize its decontrol standards to permit 
exemptions of many unimportant commodities and services that in- 
volve high expense to control effectively. 

On the other hand several commodities and services have been ex- 
cluded by congressional action through amendments to the Defense 
Production Act. (See p. 73.) In fact, over 35 percent of the total 
a. Price Index has been excluded by law. 

A different situation exists with respect to commodities that are 
under OPS control but subject to parity pass-through. These in- 
clude such items as flour, cereals, dairy products, and poultr: y (fryers) 
and account for another 15 percent of the total retail index for which 
OPS ceiling regulations must reflect any increase in prices at the farm 
level for agricultural products up to parity. 
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A summary of the control status of all Consumers’ Price Index items 
and the relative importance of each group looked like this on October 
7, 1952 (see appendix pp. 86 to 89 for details): 

Relative importance in Consumers’ Price Index 
Percent of total, CPI 


Exempt by the Defense Production Act_....._...------ ; eee 35. 4 
SUMIRINITTIY PRO NETIN roo he J ee ee ea Lid ete Sa 


Suspended by OPS_ ae 5 Ais he eet to oe aati ckat 4.7 
Subject to parity pass- -through_- Ny Soe Lik nett eg Se 
Presently controlled by OPS eet NG ; ; _. 42.6 

Ob es ES ee SE hee ate PN RO BN) De eres Wise 100. 0 


Foop Prices AND FAarM-RetaIL SPREADS 


Food prices are vitally important to the housewife as she does her 
daily shopping. Food purchases cannot be postponed. The only 
avenue of relicf available is to shift from more expensive to less costly 
foods. Moreover, if food prices rise faster than the workingman’s 
income, agitation for wage adjustments, with concomitant strike 
threats, increases. Such activity may hamper production and the 
defense effort. Thus it becomes most essential that food prices are 
fair—fair to the consumer, fair to the distributor, fair to the food 
processor, and fair to the farmer. 

Any food price-control program poses a challenging problem—one 
of great complexity. According to OPS several characteristics of the 
industry can be summarized as follows: 

(1) The food industry is large. Several million farmers produce numerous 
agricultural commodities and workers in almost 2 million separate establishments 
process and distribute food in the form and at the time and place desired by 
consumers. 

(2) There is a wide difference in economic organization. Some farmers, proc- 
essors, and distributors operate on a small scale; some are highly competitive and 
some, especially in the processing and distributive phases, are large and exercise 
a powerful influence throughout the food industry. 

(3) Price formation itself is highly intricate. Normally prices are subject to 
wide fluctuations in response to varying supply and demand conditions. These 
variations are particularly severe for the more perishable commodities, such as 
fresh meats, poultry, eggs, fruits, and vegetables. Price relationships among 
various foods are important since considerable substitution occurs as relative 
prices change. 

(4) There is a wide variety of food items and of methods used in producing, 
processing, and distributing them. Many meat cuts, hundreds of grades and 
types and sizes of canned vegetables, and a large multiplicity of dairy and poultry 
products are offered consumers. 

Growing out of the need in seeing that a balance is maintained 
between the industrial worker and the farm producer, the Congress 
has acted to protect the agricultural sector of the economy. Accord- 
ingly, special legislative restrictions have been imposed on food price- 
control activities. Ceilings on agricultural commodities cannot be 
imposed below the spec ‘ified legal minima. This limitation restricts 
price-control activities and requires floating ceilings to control margins 
of processors and distributors when prices of agricultural commodities 
rise or fall with changes in the index of prices paid by farmers. 

The Defense Production Act provided that, in general, ceiling 
prices for farm products may not be established at less than the highest 
of the following prices, adjusted for grade, location, and seasonal 
differentials: (1) The parity price, and (2) the highest price received 
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by producers during the period May 24 to June 24, 1950. As amended 
in 1951, no ceiling could be established or maintained for any agri- 
cultural commodity below 90 percent of the price received by producers 
on May 19, 1951. A further amendment in 1952 provides that ‘No 
ceiling shall be established or maintained under this title for fruits or 
vegetables in fresh or processed form.”’ 

As of September 15, 1952, prices of many farm products were below 
parity, including wheat, corn, tobacco, rice, peanuts, flaxseed, wool, 
all citrus fruit, poultry, eggs, and hogs. Farm prices for milk, beef, 
lamb, veal, cotton, and rye were slightly higher than parity. Pota- 
toes, sweetpotatoes, and possibly some other fresh vegetables were 
also above the legal minima, but these products are now exempt from 
price control. 

PRICE-SUPPORT PROGRAM 


The major purpose of the price-support program is to help maintain 
farm prices and farm income in a reasonable relationship with the 
nonfarm economy. ‘The price-support program provides a floor under 
prices of certain farm products to help prevent possible drops in farm 
prices and in farm living standards below a certain minimum. Some 
of the declines that have occurred in the past have been quite severe. 
During World War II and during the present mobilization period, the 
price-support program has been used as an incentive to American 
farmers to expand output in order to meet sharply increased demands. 

The effect of the price-support program on current retail food prices 
involves the following considerations: (1) Only a few foods are cur- 
rently being directly supported. These are peanuts, honey, and 
wheat. Prices of other food commodities for which a have been 
established are above support levels. (See charts 33, 34, 35, and 36, 
appendix, pp. 89 to 91.) Consequently, the price-support program 
directly affects foods which account for about 10 percent of the retail 
cost of food and probably less than 4 percent of the total cost of living. 
(2) The increase in retail food prices since January 1952 has been the 
result of higher marketing charges. The farmer’s share of the con- 
sumer’s food dollar in August 1952 was 48 percent. This compares 
with 46 percent in June 1950 and 50 percent in August 1951. For the 
products which are involved in current price-support operations the 
farmer’s share is lower—averaging about one-quarter of the consumer’s 
food dollar. Since January 1952, all retail food prices combined have 
increased slightly more than 1 percent while the farm value of the 
retail cost has declined slightly. (See appendix, p. 92.) During that 
same period, retail prices of products made from the commodities 
involved in price-support operations have also increased slightly while 
the farm value has declined. 

In general, measuring the effects of price supports on the level of 
retail food prices inv olves some additional considerations which may 
be important in certain circumstances and which are difficult to 
appraise precisely: (1) High-level production induced by price supports 
may actually result in a somewhat lower price level than would have 
prevailed without price supports; (2) reserves accumulated under 
price support programs tend to limit price advances in a situation of 
rapidly rising prices—this was clearly the case following the Korean 
outbreak—and (3) in a period of falling demand and declining farm 
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prices generally, price supports would tend to give higher prices for the 
farm products supported than would be obtained in the absence of 
such a program. 

PRICE REGULATIONS 


Section 11 of GCPR was developed to provide a means for con- 
trolling prices at the processing and distributing levels for agricultural 
commodities selling at prices below legal minima. The alternative 
was virtually no control over food prices. The effect of this parity 
pass-through provision was to freeze the margins of processors and 
distributors of food products to the dollar-and-cent margins existing 
during the base period specified by GCPR. The technique permitted 
the reflection of increases in raw material costs up to the parity level, 
but did not require, because of administrative difficulties, a downward 
adjustment on a falling market. This procedure was very unsatis- 
factory since (1) it permitted wide discretion in individually calculated 
cost increases; (2) it made enforcement almost impossible; (3) it 
limited adjustments to increases in raw material costs; (4) it amounted 
to an effort at a margin freeze; and (5) it was inappropriate in certain 
areas; e. g., on commodity exchanges, and for cooperatives, grower- 
processors, and processors buying | their raw material on open-end 
contracts. 

Even with the flexibility provided by the exemption and parity 
pass-through provisions of GCPR, the freeze order was not well 
adapted to price control for large segments of the food industry. 
Thus, during 1951, OPS moved “rapidly from the freeze technique 
embodied in GCPR. to numerous tailored regulations. Several dis- 
tinct techniques, employed to give recognition to the characteristics 
and economics of the food industry, were: 

(1) The gross margin technique was used in the restaurant regula- 
tion (CPR 11, issued March 13, 1951). It was designed to eliminate 
the inequity caused by GCPR by permitting each restaurant operator 
to reflect increases in costs of food purchased. During each 4-month 
period, his food cost per dollar of sales could not decline below the 
food cost ratio he experienced during the base period. This provision 
was necessary as a means of preventing quality deterioration and 
reduced servings. 

(2) Specific mark-up formulas (CPR’s 14, 15, and 16, issued March 
28, 1951) were developed to meet the needs of the food distribution 
trades. This method was designed as a means of alleviating the 
distortions resulting from GCPR which froze into the price structure 
the particular price-cost relationships that happened to exist during 
the base period. Distributors of dry groceries were classified into 
four classes of wholesalers (according to volume of sales and type of 
ownership). All commodities were placed into 36 categories. Then 
specific percentage mark-ups were provided for the various types of 
distributors and the different commodity categories. 

Formula regulations for the fruit and vegetable canning and 
freezing industries (CPR’s 42, 55, 56, 75, 81, and 82), were developed 
to cover the 1951 pack. Under these regulations, similar in general 
technique, the processor’s ceilings were his pre-Korea base prices 
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adjusted by (a) a percentage factor, named in each regulation, to 
cover, on an industry-wide basis, increases in certain costs other than 
raw materials, and (6) changes (up or down) in his individual cost of 
raw materials since the base period, subject to the limitation that such 
increases could not exceed the effective legal minimum. Amend- 
ments in 1952 exempted these items. 

(4) Dollar-and-cent ceilings were incorporated into some regulations 
to provide a simple, fair, and readily enforceable method of pricing. 
This technique allowed retailers reasonably uniform margins over their 
costs and gave consumers an accurate statement of the ceiling prices 
they were required to pay. The four regulations on livestock and 
beef emploved this method of pricing (CPR’s 23, 24, 25, and 26, issued 
April 30, 1951) 

(5) Pricing for fluid milk established a method whereby OPS field 
offices could promulgate area milk price regulations (SR 63 to GCPR, 
issued September 19, 1951). This delegation of authority was made 
because of the local nature of milk pricing, the need for speed in 
processing adjustments in milk prices, and the desirability of enabling 
field personnel (who are familiar with local conditions and can secure 
the facts rapidly) to handle these adjustments. Legal minima were 
later established in the 1952 act. 

(6) Distribution controls, in the form of slaughter quotas, were 
adopted as a part of the meat price-control program. ‘These were 
established to assure that livestock and meat move in normal channels, 
These controls were excluded in 1951 amendments to the act. 


FOOD PRICE TRENDS 


Between June 1950 and GCPR, prices received by farmers for farm 
products used for food increased 23 percent, processed food prices 16 
percent, and retail food prices 11 percent. This was considerably 
more than the 6.3-percent rise in retail nonfood items. (See charts 
10, 11, and 12.) These increases were partly the result of increases 
in the demand for food as consumer incomes increased and partly tbe 
result of speculative influences stemming from anticipation of general 
war. 

During periods of rising prices, relative advances of food prices 
become progressively smaller as food moves through the distributive 
channels. 

After the GCPR freeze date farm food prices remained relatively 
stable and in August 1952 were less than 3 percent lower than Febru- 
ary 1951. The same narrow price movement prevailed with respect 
to processed food prices. Retail food prices, on the other hand, in- 
creased slightly more than 4 percent during the same period. 

There were many exceptions to this statement of the all-over 
situation. For example, prices for potatoes and many other im- 
portant fresh vegetables rose sharply during the past year. Prices 
for fats and oils, on the other hand, declined substantially. 
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FOOD EXPENDITURES 


In considering the inflationary effect of increased food prices on 
the cost of living we should look at the consumer expenditures for all 
goods and services which increased rapidly after Korea to an all-time 
peak in the first half of 1952—slightly over $214 billion annual rate. 
This was a $6.5-billion jump in the annual rate in 1 year. Nondurable 
goods and services, including foods, increased $10 billion, as compared 
to a drop of $3.4 billion for total durable products. 


. 
Personal consumption expenditures 


[Billions of dollars, seasonally adjusted—annual rates] 


Period | Total —— Nondurable} Services 
1951—First half. __. ¥ 207. 5 | 28.8 112.3 66. 4 
Second half. - ; 208. 4 25. 4 114.7 68.3 
1952—First half! _. 214.1 | 25. 4 118. 2 70. 5 


1 Estimate based on incomplete data. 


Source: Department of Commerce. 

In order to better visualize what has happened to food costs as 
personal income has increased, chart 13 and the table following 
measures personal expenditures in terms of per capita food costs and 
relates this to the average consumers total expenditures. 


CuHart 13 


FOOD COSTS - CONSUMER INCOMES 


$ PER PERSON — an —— 


Total personal income 
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Among other things it shows that the estimated per capita food 
cost in the first half of this year was about 18 percent higher than 
1950 and almost 4 percent higher than a year ago. During the same 
periods the total disposable personal income increased only 12 percent 
and less than 3 percent respectively. This indicates that a slightly 
higher proportion of the consumers total expenditures—27 percent 
instead of 26 in 1950 is currently going for food. 


Per capita food cost and expenditure related to disposable personal income, United 
States, average 1985-89, annual 1944-82 
e 


| 
Cost to consumer of 


Food expenditure 
: fixed quantities of 
| 
' 


food representing 


ove Qn ¢ 
: t | ian Percentage of— 1935-39 average an- 
spos | n 7 ; 
Veer | ture for | iaaiisianiiaimaica | as laine — — 
= personal | consumer " a 
income! | joods and Actual ! | Oo a peacetime, 
| eh | expendi- 


; © ade 
services ! | Disposable | 








| 
A eee : ture for Percentage 
| | ‘meome | goods and | Actual | of dispos- 
| | services jable income 
1935-39 $510 | $490 | $118.6 | 23 | 24 | $118. 6 23 
Pence cn en cis 1,055 | 801 | 229.0 | 22 29 | 171.0 | 16 
1945 : 1, 073 | 874 | 250.0 | 23 29 | 176.0 16 
1946 1,117 | 1,032} 292.0 | 26 | 28 | 201.0 18 
1947 _e 1, 169 | 1, 142 | 329.0 | 28 29 244.0 | 21 
1048 | 1, 277 | 1, 206 | 350.0 | 27 29 | 256. 0 20 
1949 1, 243 | 1,201} 338.0 27 28 | 243. 0 20 
1950 __- ae 1, 346 | 1,272} 349.0} 26 27 | 245.0 18 
1951___- cake 1, 450 | 1,340| 392.0 | 27 | 29 | 274. 0 19 
| | 
Annual rates, seasonally adjusted 
1950 | | 
First quarter__- $1, 309 $1, 219 $338 | 26 28 $235 18 
Second quarter 1, 307 1, 243 342 | 20 28 240 | 18 
1951: 
First quarter 1, 413 1, 364 390 | 28 29 | 272 19 
Second quarter 1, 441 1, 320 387 27 29 | 274 19 
1952: 
First quarter 1, 468 1, 358 | 401 | 27 | 30 | 277 | 19 
Second quarter 1, 469 | 1, 364 | 403 27 | 30 280 | 19 


t 


1 Computed from Department of Commerce data. 
2 Computed by Bureau of Agricultural Economics. 


Source: Department of Agriculture. 
FARM-RETAIL PRICE SPREADS 


For several years the Department of Agriculture has calculated, and 
published currently, data on farm retail price spreads. These spreads 
indicate the retail cost, farm value, proc essing and distribution costs 
and the farmers share of the consumers’ dollar expended for the family 
market basket of farm food products. 

This market basket is computed on the basis of the 1935-39 average 
annual purchases of farm food products by a family of three consumers. 
The food quantities are not changed from year to year so that all 
changes in dollar values are the result of variation in prices. However, 
it should be pointed out that this market basket of farm foods repre- 
sents roughly two-thirds of the total estimated cost of foods consumed 
by an average family of three. Imported foods, fishery products and 
other foods of nonfarm origin are not included. Also, no allowance is 
made for higher costs of food purchased as meals in eating places, but 
simply value of all foods at retail store prices. 
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In August this year the annual retail cost of the market basket foods 
was estimated at a record $756. This was $103 or 16 percent higher 
than June 1950 and $42 more than August 1951. Of this total increase 
over 1950, about $59 resulted from higher farm prices and $44 from 
higher marketing charges. This means that the market basket farm 
prices are nearly 20 percent higher and the marketing charges about 
13 percent more than the pre-Korea levels. (See appendix, p. 92.) 

The trends in farm prices and marketing charges over the past 
2 years have been similar to those of other periods of price inflation 
as borne out in the table on page 92, appendix. It will also be noted 
that the farm prices rose rapidly from June 1950 to the general freeze 
on January 26, 1951 ybut then declined somewhat until June 1951 when 
they moved up again. Since that time the movement has been within 
a narrow range, with August about 2 percent over a year ago. 

According to the Bureau of Agricultural Economics, the marketing 
charges, covering processing and distributing, hit a new high record in 
August ‘of this year. While the over-all marketing charges increased 
slowly after the Korean invasion, they continued to rise after farm 
prices started to decline. Higher labor and transportation costs con- 
tributed largely to this steady trend upward. (See chart 14.) By 

August of this year these marketing charges had climbed 7 percent over 
the previous 5 months and a total of 11 percent since August 1951. 


CHART 14 


FOOD MARKETING CHARGES 


DATA ARE FOR DOMESTIC FARM FOODS 
* OTHER COSTS AND PROFITS SEXCLUDING TRANSPORTATION LABOR COSTS 
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From this, it can readily be seen that the 6-percent increase in retail 
costs of the market basket over the past year has been due almost en- 
tirely to the higher marketing costs, as farm prices remained fairly 
constant during this time. 
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The spread between the retail and farm prices has tended to shift 
frequently during the past 2 years to where the farmer’s share of the 
consumers’ food dollar in August dropped to 48 cents. This is more 
than the post-war low of 46 cents received just before the Korean 
fighting, but well below the peak of 51 cents received during February— 
March last year. (See appendix, p. 92.) 

The farmer’s share varies for almost every food product. Chart 15 
shows a typical range from 63 cents for meat products to 20 cents for 
grain produc ts. Variations in the farmer’s share reflect in part the 
difference in cost of transportation, processing, and otber marketing 
services Involved in marketing the different food items. 


CHART 1d 


DATA FOR JUNE 1952 


JU. S$. DEPARTMENT OF AGRICULTURE NEG.48777 XX BUREAU OF AGRICULTURAL ECONOMICS 





Chart 16 shows how farm prices and marketing costs have varied 
since June 1946. Although the farm value of the market-basket foods 
has risen more in the Korea period than the charges for marketing 
these foods, the over-all increase since June 1946 is less than that for 
marketing charges. Increases in farm prices since Korea have about 
offset the decline in farm prices that took place from mid-1948 through 
early 1950. Percentagewise the rise in farm prices of food products 
from June 1946 to August 1952 averaged about 40 percent; the increase 
in marketing costs 60 percent. 

A review of the price changes that have occurred in food-basket 
items discloses that dairy products and fruits and vegetables were the 
only foods in which farm prices were higher in August this year as 
compared to August last vear. 

The data further shows that over-all farm prices increased $6 while 
the marketing charges increased $36 and retail prices increased $42 
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CuHartT 16 


Farm Foods in Market Basket 


HOW FARMERS AND MARKETING 
SYSTEM SHARE RETAIL COST 
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during the last year. It should be noted that fruits and vegetables 
accounted for most of retail increase and about two-thirds of the 
increase in marketing charges. 


Market value changes August 1951 to August 1952 


Net farm | Marketing Retail 





| value | charges price 
| | | 
I Nn ew ocknus : tha —$12 +$12 0 
SL ORE FIRS SS PTE a +5 | 0 +$5 
TT BUT ON io ics an du bntacasan poet eae. | —1 —1 —2 
Bakery and other cereal products . a esas | 0 | +3 | +3 
All fruits and vegetables_..........._...--.__- 3 < , +15 | +24 439 
° i 
Miscellaneous products --.-.......------ —1 | —2 —3 
“Pee ENS TN Ga hss 4 cic ctas acediideereecenneanenad +6 | +36 +42 


In the appendix, pages 93 through 98, a list of the farm foods 
included in the market basket will be found, complete with details 
on the price spread between the farmer and the consumer for each item 
(latest breakdown available). It is interesting to see the uneven price 
spreads between the different food items. 


Fruits and vegetables 

The persistent rise in the retail cost of the fruit-and-vegetable 
group has accounted for one-third of the higher retail cost of the 
market basket since June 1950. Of the $103 increase, $31 was in 
the fruit-and-vegetable group. This is of real significance since all 
fruits and vegetables (fresh and processed) make up more than a 
fifth of the consumer’s total food bill. About 60 percent of the increase 
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was reflected in higher marketing costs; therefore, the farmer received 
a smaller share of what the consumer paid for these fruit and vege- 
table products. 

These crops represent important income to farmers, too. The 
Bureau of Agricultural economics estimates that farmers receive 
nearly 10 percent of their total marketing income from such products. 


Farm cash receipts from fruits and vegetables 


[Billions of dollars] 


' 1 


‘ f . on Total farm Percent 

Fruits Vegetables | Total receipts total 
1950 ‘ $1, 290 $1, 408 | $2, 698 $28, 611 | . 
1951 1, 214 1, 670 2, 884 32, 907 9.1 
1952 (6 months) 415 883 1, 298 13, 264 9.8 


While recent amendments to the Defense Production Act prohibit 
price ceilings on all fresh and processed fruits and vegetables, it is the 
Bureau of Agricultural Economics’ Augu&t forecast that no general 
price increases are expected for canned fruits this fall. In fact, dur- 
ing the 1951-52 season market prices for most canned fruits have been 
somewhat below ceilings. 

On the other hand, according to the Bureau, prices received by 
farmers for fresh market truck crops this year are averaging higher 
than last year because of generally smaller production and continued 
strong demand. Prices paid to farmers for some major truck crops 
for commercial processing were slightly lower because demand by 
processors was somewhat less strong this year. (See charts 17 and 18.) 
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For years the Bureau of Agricultural Economics has made periodic 
studies of the production and marketing situation of many of the farm 
foods and other products. ‘These reviews are issued either monthly 
or seasonally and are supported with current statistical facts and 
long-term indexes. Through their field offices it is possible to compile 
current crop forecasts and anticipated price movements. Recently 
the Bureau released two such studies reviewing the 1952 fruit and 
vegetable situation with respect to each of the major crops. 


CHART 18 


PRICES RECEIVED FOR TRUCK 
CROPS AND ALL FARM PRODUCTS 


BY YEARS BY MONTHS 
% OF 1910-18 


All farm 


products* 
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AVERAGE PRICE RECEIVED BY FARMERS 
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CHARACTERISTIC PRICE FLUCTUATIONS 


One of the characteristics of prices received by farmers for fresh 
fruits and vegetables is the frequent and relative sharp changes in 
price—sometimes within the same year. 

Since vegetables are being harvested in some areas of the United 
States in each month of the year and some can be produced in 60 to 
90 days, market growers often adjust their production plans as the 
year progresses. ‘These adjustments in supply are made in response to 
obvious market overstocks or shortages. This means that under nor- 
mal weather conditions, prices for these products cannot long remain 
out of line with prices of other farm products and costs of production 
and marketing. 

Usually high-priced and low-priced fruits and vegetables can be 
found in any one market at the same time. Since consumers can and 
frequently do substitute one type of fruit or vegetable for another— 
in part for variety’s sake—consumers as a whole do not usually suffer 
undue hardship because certain items are temporarily high priced, 
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provided the over-all group level remains fairly stable. Charts 19 
through 23 show the price movements at the farm, processors, and 
retail levels. However, comparison of the wholesale and retail price 
movement over the p: ist 2 years (appendix, pp. 99 and 100) shows 
little price change except in fresh fruits and vegetables. In this con- 
nection the National Canners Association rec ently released a statement 
pointing out reasons why canned food prices should remain fairly 
stable. (See appendix, pp. 100 to 102.) 


CuHartT 19 


GROWERS’ FRUIT PRICES 


7, OF 1910-14 











4 a. 
PRINCIPAL FRUITS INCLUDE GRAPEFRUIT, LEMONS. ORANGES 
APPLES, GRAPES, PEACHES, PEARS, AND STRAWBERRIES 
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CuHarRT 20 


GROWERS’ PRICES FOR CITRUS 
AND NONCITRUS FRUITS 


% OF 1935-39 
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CHART 21 
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POTATO PRICE SITUATION 


The severe potato shortage in the spring of this year caused undue 
suffering and financial hardship to consumers generally, but par- 
ticularly in the lower-income groups. 

Part of the shortage was seasonal but to a large extent, and possibly 
to the major extent, it was due to actually withholding stocks from 
the market pending revocation of the ceiling price regulation by OPS. 
When the regulation was revoked on June 6, 1952, shipments started 
immediately. 

First, prices at major f. o. b. shipping points jumped immediately, 
to over $3 per bushel, an increase of approximately 200 percent above 
farm prices the year before. Next, potatoes quickly reappeared i 
normal distributive channels. Carlot shipments of new potatoes fae 
ing the first week increased 1,200 cars, nearly 23 percent higher than 


during the previous week and about 900 cars more than in the corre- 


sponding week a year earlier. (See chart 24.) 


CHART 24 


POTATOES 


Prices, and Unloads at 17 Major Markets 
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CHART 22 


PROCESSORS’ PRICES—FRUITS AND VEGETABLES 





CHART 23 


FRUITS AND VEGETABLES 
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It will be noted that farm potato prices started to climb from 
$1.08 per bushel in June 1951 reaching $2.07 in January 1952 and a 
peak of $3.10 in June of this year. The farm price then dropped to 
$2.78 in August and $2.22 in September. The $3.10 price was the 
highest in the last quarter century and was 179 percent of parity. 
During this time retail prices jumped from $3.36 per bushel for June 
1951 to $5.17 in August this year. 

As of mid-July this year, prices received by farmers for sweet- 
potatoes averaged $4.46 per bushel, more than double the $2.19 of 
a year earlier, and the highest for any month of record. In September 
the price was down to $3.35 as compared to $2.87 a year ago. 

Larger supplies of potatoes are in prospect beginning this fall, and 
prices are expected to continue seasonal declines. The 1952 sweet- 
potato crop is expected to be about the same as the extremely small 
1951 crop, less than half of an average size crop, and therefore prices 
are likely to remain high. 


LIVESTOCK AND MEAT PRICES 


Now, as during World War II, meat is a crucial factor in the fight 
against higher living costs. ‘Its importance is attested by the fact 
that it accounts for over 8 percent of the consumer’s cost of living and 
for about a quarter of the consumer’s food bill. Meat animals— 
cattle, calves, hogs, and sheep—account for about one-third of all 
cash farm income. The meat-packing industry is one of the largest 
in the United States in terms of total dollar sales. Besides, meat is a 
major factor in the largest distribution trade in the United States— 
that of retail food distribution. 

The price of meat is recognized as a key element in stabilization. 
Because of its actual and symbolical importance in the cost of living, 
it influences wage negotiations significantly. Because feed grains are 
used in feeding cattle and hogs, the price of meat affects grain prices 
and thereby prices of other important foods such as poultry, eggs, and 
breakfast cereals. 

The impact of the Korean war on the national economy was nowhere 
felt more acutely than on meat prices. The Bureau of Labor Statistics 
index of all retail meat prices rose 10 percent from June 1950 to 
February 1951, while the beef price index rose 14 percent. The 
average price received by farmers for live cattle rose from $23.70 per 
hundredw eight in June 1950 to a peak of $30.20 in April 1951, when 
it was over 150 percent of parity and about 38 percent higher than 
the average price for the period 1947-50. By September 1952 the 
live cattle price had dropped back to $23.80—114 percent of parity. 
Prices of calves and lambs also were high, having reached 134 percent 
and 130 percent of parity, respectively, in April 1951. In September 
this year they were 112 and 105 percent of parity. Prices of hogs, 
however, were at 93 percent of parity in April 1951 and in September 
1952 were still only 90 percent of parity. 
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OPS MEAT-CONTROL PROGRAM 


A short review of OPS original 1951 meat-control program and the 
reasons why it was changed is essential at this point to understand 
later developments. 

The meat program which was formulated and originally put into 
effect by OPS was based on a recognition that meat-price controls 
required for their effective operation a system of distribution controls 
which assured that livestock and meat move in normal channels. 
Accordingly, the first specific OPS action on meat was a distribution 
order rather than a price regulation. Two weeks after the general 
freeze, OPS issued Distribution Regulation 1 which established the 
slaughter-quota program. 

At that time OPS looked upon the slaughter-quota regulation as 
the basis for the whole meat-price-control program. They designed 
it to keep livestock moving in normal channels and to provide ‘that 
only registered packers could slaughter livestock and finally to assure 
each packer of his customary share of total livestock marketings. 
This action was predicated on World War II experience which, accord- 
ing to OPS, had demonstrated that the slaughter-quota program 
assured acm of their share of available livestock. 

The freeze technique could not be applied effectively to live animal 
prices and the continuing sharp advance of cattle prices between Jan- 
uary and April 1951 reduced packers’ margins and made beef the 
most critical item on the OPS meat-control agenda. Accordingly, on 
April 30, 1951, OPS issued four regulations (CPR 23, live cattle; 
CPR 24, beef sold at wholesale; CPR 25, beef sold at retail; CPR 26 
kosher beef sold at retail), establishing dollar-and-cent ceilings on 
cattle, and on wholesale and retail sales of beef. 

In most respects these regulations were similar to those promul- 
gated by OPA during World War II. There were, however, signifi- 
cant differences. The most important related to the problem of dis- 
tribution. A system of some differentials based on freight rates was 
incorporated into the wholesale beef regulation to encourage the 
movement of meat to deficit areas by enabling slaughterers to recover 
costs of transporting livesteck and meat. 

The ceiling prices which were immediately effective upon issuance 
of the beef regulations were approximately at the freeze levels. Thase 
prices were disproportionately high in relation to pre-Korean levels. 
Accordingly, OPS proposed to reduce retail beef prices by about 
10 cents per pound by October 1, 1951. The reductions in retail 
prices were to be made in two stages, one in August and one in October, 
and were to be based on corresponding reductions in cattle and 
wholesale beef prices. 

These roll-backs were to be timed and made in stages to enable 
cattle feeders to dispose of high-cost inventories of cattle. After the 
proposed October roll-back, cattle ceilings would have been at about 
125 percent of parity and above the all-time pre-Korean high in 
cattle prices. 

In extending the Defense Production Act in 1951 Congress pro- 
hibited the cattle price roll-backs section. The new amendment 
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banned slaughter quotas (sec. 101). Slaughterers were still required 
to register with OPS although there was no limitation on the number 
that could be slaughtered. 

The OPS then faced the problem of cattle-distribution controls with 
a view to avoiding in the future some of the distortions which resulted 
from abolition of slaughter quotas. Finally, OPS embarked on a 
widespread enforcement campaign which had a pronounced effect in 
improving compliance with the cattle ceilings. 

Ceiling prices of pork, veal, lamb, sausage, and canned meats re- 
mained under GCPR until the late months of 1951, when dollar-and- 
cent regulations were issued to establish ceiling prices for sales of pork, 
veal, and lamb at wholesale. The retail ceilings issued at about the 
same time were on percent mark-up basis because of the “pass through” 
provision. 

The relatively higher prices of live hogs during the summer months 
of 1951 in the absence of ceiling prices for live hogs made it necessary 
to issue a supplementary regulation in July, whic ‘h provided specified 
prices for pork loins representing increases of several cents per pound 
for most sellers. This gave much-needed temporary relief from the 

“squeeze” on margins for persons slaughtering hogs until the dollar- 
and-cent wholesale prices could be issued for all pork on September 25, 
1951. 

In fairness to retailers who found their margins “squeezed” under 
the GCPR meat prices, it was necessary to issue formula-type regula- 
tions for all meats except beef to permit retailers to adjust their prices 
to offset increased wholesale prices. ‘These increases in wholesale 
prices took place mostly between January and February 1951, and 
were due to ceilings beir g based on the ‘“‘highest”’ prices of sales in the 
base period as provided by the GCPR. 

As a result of the over-all program the prices of all meats leveled 
off. Consumer beef prices were held nearly stable between February 
and September 1951, during which pe riod the BLS index of retail beef 
prices rose only from 308 to 310. These prices were allowed to in- 
crease to 318 in October to offset the decline in prices of hides and tal- 
low, and this level was maintained until prices began to slip in Janu- 
ary 1952 and have declined steadily back again to about 308 in 
August 1952. 

Pork prices remained practically constant all of 1951 until the index 
jumped from 215 to 224 from July to September, which is a normal 
trend at that time of the year. By April 1952 consumer pork prices 
had declined to their lowest index point (199) since before Korea. 
Since then, the prices have climbed steadily and in August reached 
237—7 percent more than a year earlier. OPS advises that this in- 
crease was largely due to the issuance of amendment 11 on July 29, 
1952. 


‘ 
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Consumers’ Price Index for total meats, beef and veal, beef, pork, and lamb 


[1935-39 = 100) 


Year and month — re Total beef | Total pork | Total lamb 
1940. . 94.4 102.8 102.8 81.1 99.7 
1941 106. 5 110.8 110.3 100.1 | 106. 6 
1942 122. 5 123. 6 122. 5 120. 4 124. 1 
1943 124. 2 124.7 124.8 119.9 136. 9 
1944 117.9 118.7 119.5 112.2 | 134. 5 
1945 118.0 118.4 119.2 112.6 | 136. 0 
1946 150.8 150.5 151.8 148. 2 163.9 
1047 214.7 213. 6 214.5 215.9 | 220. 1 
1948 246. 5 258. 5 260. 4 222. 5 | 246. 8 
1949 229. 3 241.3 239. 2 205. 9 | 251 7 
1950 average 242.0 265.7 264.4 203. 2 | 257.8 
June 246.7 268. 6 269. 5 209. 1 268. 1 
July 257. 4 277.2 278.8 225. 9 269. 0 
August 259. 6 282. 2 281.8 225. 0 266. 9 
September ; 260. 2 281.7 279. 3 228. 3 264. 2 
October 252. 0 279. 6 277.6 209. 3 259. 4 
November 249. 6 279. 2 277.3 201.8 264. 1 
December - -- 253.8 286. 3 286. 3 201.0 269. 0 
1951 average 274. 1 310.4 310.8 215.7 288. 8 
January 265. 5 300. 9 301.4 210.2 273. 6 
February 271.2 307.0 308. 0 215.2 279.7 
March a 271.9 308. 0 308.8 215.4 280. 5 
April 272.5 309. 5 310. 6 213.7 284. 2 
May 272. 4 308. 7 308.9 213.4 289. 1 
June 273. 1 308, & 309. 0 214.4 292. 5 
July 274. 2 310.3 309. 4 215.3 292.2 
August 276. 6 310.1 309. 0 222. 6 292.0 
September 277.6 310.7 310.0 224.3 292. 2 
October 281.0 317.0 318.0 223.8 2934. 7 
November 278. 6 317.3 318. 6 215.8 295. 6 
December. -- 274. 6 316.9 318. 2 203.8 | 300. 0 
1952 | 
January = 273.8 316.0 317.2 203.8 297.1 
February 270.8 314. 2 315.4 201.0 285. 6 
March... 268. 8 312.6 313. 4 200. 3 276.5 
April... 268. 1 311.2 312.0 198. 7 283. 1 
May ; 271.7 310.8 311.6 208. 6 287. 1 
June ‘ : 275.9 310.9 311.0 219. 4 291.5 
July : 274. 1 308. 0 307.8 219.3 290. 3 
August ! ‘ ; 280. 3 307.8 307.6 1 237.0 290.8 


1 CPR 74 was issued October 1951 at the time pork prices were declining seasonally. Amendment 11 was 
issued July 29, 1952, to comply with sec. 402 (d) (3) of the Defense Production Act. 


Source: Department of Labor, Office of Price Stabilization. 


In this connection, your committee became quite concerned and 
asked the Director of OPS to explain the press statements that higher 
prices 
are necessary to comply with an amendment that Congress recently tacked onto 
the economic control law 
which accompanied the higher price ceilings authorized by OPS. 

In the following letter the OPS Director clarifies the erroneous im- 
pression to the effect that any amendment to the Defense Production 
Act was responsibile for these price increases but rather that the legal 
provisions which require the seasonal price increase were contained in 
section 402 (d) (3) of the act, as amended: 

OFFICE OF PRICE STABILIZATION, 
Washington, D. C., August 22, 1952. 
Mr. ALLEN E. PIERCE, 


Staff Director, Joint Committee on Defense Production, 
Congress of the United States, Washington, D. C. 

My Dear Mr. Pierce: This is in reply to your letter dated July 31, 1952, in 
which you refer to a recent amendment to the ceiling price regulation which 
covers pork sold at wholesale. You state that the committee’s attention has 
been called to recent press announcements stating that the higher price ceilings 
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authorized by OPS on certain pork products “are necessary to comply with an 
amendment that Congress recently tacked onto the economic control law.” 
You further state that you assume that this has reference to section 402 (k) and 
you request to be supplied with the facts leading up to the increased pork ceiling 
authorized during the last week of July 1952, and the basis for such action. 

The order to which you refer is amendment 11 to Ceiling Price Regulation 74 
which was effective and issued July 29, 1952. I believe that I can best state the 
position of this agency with respect to the economic background and legal basis of 
this order, by quoting from the accompanying statement of considerations: 

“This amendment increases the ceiling prices of certain pork products in 
compliance with the provisions of section 402 (d) (3) of the Defense Production 
Act of 1950, as amended. 

“The Secretary of Agriculture has determined that, during the months of 
July, August, September, and October, the parity price for hogs shall be adjusted 
to a level in excess of 100 percent of parity. Data available to the Office of Price 
Stabilization indicate that with hog prices at or slightly in excess of parity, proc- 
essors of hogs would have generally fair and equitable margins under the industry 
earnings standard. While these data are not complete, they also indicate that 
were the processors to pay the seasonally adjusted parity prices for hogs over an 
extended period of time, the processing industry’s earnings would be below the 
earnings standard. It appears that processors would be unable to pay producers 
these seasonally adjusted hog prices for any substantial period of time without 
reducing their margins below fair and equitable levels. Accordingly, during 
these 4 months, in order to permit processors to realize equitable margins while 
permitting them to pay producers of hogs seasonally adjusted parity prices as 
required by the act, this amendment raises the ceiling prices of pork products. 
The higher ceiling prices provided in this amendment not only reflect seasonally 
adjusted parity but also reflect a sufficiently high corn-hog ratio to encourage 
increased hog production. 

“After October, when the seasonal adjustments in excess of 100 percent of 
parity terminate, the prices established in this regulation will be again revised to 
reflect the then effective legal requirements of the act. 

“The ceilings of only certain pork products have been raised by this amendment. 
These products are the ones which in a uncontrolled economy normally increase 
in price during these 4 months. In general they are the leaner cuts which require 
comparatively less preparation and for which the housewife has customarily 
paid a premium during the warm-weather months. In selection of these cuts the 
Office of Price Stabilization has been governed by historic seasonal price trends 
and has made such modifications as have seemed appropriate following consulta- 
tion with industry representatives.” 

I am also enclosing for your information and convenience a copy of the press 
release issued by this agency concurrently with this amendment. From the text 
of this press release it will be apparent that the explanation given by this agency 
to the newspapers regarding the reasons for the amendment is in conformance 
with the official statement of considerations, from which I have just quoted. 

I regret if, perhaps due to a misunderstanding, an erroneous impression may 
have been created here and there, to the effect that a recent amendment to the 
Defense Production Act was responsible for these price increases. The fact of 
the matter is, as appears from the foregoing, that the legal provisions which 
require the seasonal price increase effected by amendment 11 to CPR 74, were 
contained in the Production Act of 1950, as amended, to date. 

Hoping that this clarifies this matter to your satisfaction and thanking you for 
your interest and courtesy in bringing this question to my attention, I remain, 

Very truly yours, 
Evuis ARNALL. 
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Press Re le ase 
OFFICE OF PRICE STABILIZATION 


TEMPO E-—WASHINGTON 


Advance release Barkley-O PS-0-1026 

For use in morning papers 

Tuesday, July 29, 1952 i ST-4200; Ext. 3491 
PORK 


(CPR 74, AMENDMENT 11.—ApsustTEeD Parity Pricres, PROCESSING STAGES AND 
MISCELLANEOUS CHANGES) 


The Office of Price Stabilization today authorized higher seasonal ceiling prices 
for some lean cuts of pork. 

The new ceilings are made necessary by provisions of the Defense Production 
Act, as amended, which require that OPS ceiling prices be sufficient to permit 
processors to pay hog producers seasonally adjusted parity prices as determined 
by the Secretary of Agriculture. Pork ceiling prices also must be at levels which 
reflect equitable margins for processors. 

The action will permit retail ceiling prices to rise from 1 to 8 cents a pound on 
certain fresh cuts of this meat. Changes are made in the ceiling prices of fresh 
pork shoulders, Boston butts, neckbones, loins, bellies, spareribs and hams. 
Comparable changes are made in ceiling prices of smoked and other processed 
cuts. 

OPS emphasized that the new ceilings are seasonal and will be in effect only 
through October. After that month, when the seasonally adjusted parity prices 
will be at lower levels, OPS ceilings will be revised downward. 

The current action increases the wholesale dollars-and-cents ceiling prices per 
pound for fresh pork cuts as follows: Shoulders, 1 cent; hams, bellies, Boston 
butts, and neckbones, 3 cents; and loins and spareribs, 8 cents. 

These are the maxinum amounts by which the wholesale ceiling prices may be 
increased for these primal cuts. Retailers may add the increased wholesale costs 
to their selling prices, 

OPS said these cuts were chosen because the housewife has customarily paid a 
premium for them during the warm-weather months. They account for about 40 
to 45 percent of pork. However, they do not include cuts of pork generally used 
in making sausage. Sausage ceiling prices, therefore, should not be affected by 
this action. 

The new wholesale ceilings, OPS said, not only reflect the seasonally adjusted 
parity prices but also reflect a sufficiently high corn-hog ratio to encourage 
increased hog production. 

The higher seas#nal ceilings are authorized by amendment 11 to CPR 74, the 
wholesale pork ceiling price regulation, and become effective July 29. 

With all retail meats except pork moving in a narrow range Over 
the past 12 months, consumer meat prices are practically the same 
or slightly lower than a year ago. For the remainder of the year retail 
meat prices are expected to follow the seasonal pattern. 

The reason for this is the 1952 meat production is now expected 
to total about 3 percent above the 21.9 billion pounds of a year earlier. 
Most of the increase will be in beef. Pork output is expected to total 
a little less than in 1951. It is estimated that during the rest of this 
vear a greater number of grass-fed animals than grain-fed cattle will 
be marketed. As a result, supplies of intermediate grade of beef 
will be comparatively larger than those of the higher grades that are 
obtained from grain-fed cattle. On July 1, 13 percent more cattle 
were on feed in the Corn Belt than at the same time last year. <A 
large part of the increase consisted of long-fed cattle that are due to 
be marketed in early fall. 
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In view of this general situation, the OPS Meat Division was 
requested by the committee staff to make a spot survey in 13 cities 
to determine the actual selling prices being offered by the wholesalers 
to retail stores, and by the retailers to the public, as compared with 
the authorized ceiling prices. 

This study was made the same day, September 19, 1952, in each 
of the 13 cities. For all cities surveyed the figures show that the 
average quotations at wholesale for all grades and types of meat 
ranged from ceiling prices to nearly 20 percent under ceilings, with 
about the same situation in the retail stores. In the case of retailers, 
however, it should be remembered that any reduction in the whole- 
sale price of veal, pork, and lamb has to be reflected in retail prices 
because of the mark-up regulation. This is not true in beef where 
retailers’ ceilings are on a dollar-and-cents basis. 


Survey of meat prices, wholesale and retail, made Sept. 19, 1952+ 


{Reported selling prices as percentage of ceiling prices '] 


Wholesale ? Retail 3 
Beef: Percent Percent 
Hindquarters. -_- : 99. 6 
Rounds 99. 5 : 
Round steak va 98. 2 
T-bone steak 95. 2 
Ribs 96. 3 
Rib roasts. aie 95. 5 
Chucks. __- ‘ 04.7 |-.. 
Chuck roasts. - nd 90.7 
Veal: 
Hind saddles_- 08. 6 
Fore saddles 92.9 (4) 
Pork: 
Loins, fresh 91.9 i 
Hams, smoked 4 93. 8 (5 
Smoked boneless butts . 81.1 
Spareribs- -. 92. 4 
Lamb: 
Hind saddles_--- . ; 99.0 |. 
Fore saddles... 90.9 (4) 


1 Prices reported as prevailing in 13 OPS regional office cities: Boston, Mass.; New York, N. Y.; Phila- 
delphia, Pa.; Richmond, Va.; Atlanta, Ga.; Cleveland, Ohio; Chicago, Il.; Minneapolis, Minn.; Kansas 
City, Mo.; Dallas, Tex.; Denver, Colo.; San Francisco, Calif.; Seattle, Wash. 

2 Re ported by 2 whole sale sellers in each of the 13 cities mentioned in 1. 
3 Reported by central offices of chain stores and supermarkets whose stores wére located in areas covered 
by the 13 OPS regional office cities. 

‘ Retail ceiling prices are calculated weekly by retailers by applying historical mark-up percentage to cost 
of veal, lamb, yearling mutton, and mutton purchased during preceding week. Retail prices, therefore, 
follow wholesale price changes. 

5 Calculations made by retailers weekly as in 4, exeept that mark-up is on dollar-and-cents basis instead 
ol percentage. 
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past 


level- 




















Item 


Beef 


Hindquarters 


Rounds 
Round steak 
T-bone steak 


Beef ribs 


Chuck roast 


Veal 


Hind saddles 


Round steak 
Cutlets 


Fore saddle S 


Shoulder roast 


Pork 


Pork leins 


Center cut chops 


Smoked hams 


Smoked ham 
center cut. 


Smoke 


Spare ribs 


Lamt 
Hind saddles 
Le gz 
Chops 


Fore saddles 


Shoulder roasts 


The next 


iour 
12 months with whoiesale meat prices. 
September prices in the Chicago market and comperes 
with the same week last vear and with authorized ceiling 


CONSUMER 


slices, 


i boneless butts 


COMMODITY 


At ceiling, 11 regions; 


At ceiling, 


PRICES AND 


Wholesale 


1 cent below 

ceiling, Dallas; 3 cents below ceil- 
ing, New York 

At ceiling, 12 regions: 3 cents below 
ceiling, San Francisco 


1 to 5 cents 
below ceilings elsewhere. 


2 regions: 


At ceiling, 6 regions: 1 to 6 cents 
below ceilings, 3 regions; not avail- 
able, 4 regions 


At ceiling. 3 regions: 2 to 7 cents 
below ceilings, 6 rezions; not avail- 
able, 4 regions, 

At ceiling, none; 3 to 8 cents below, 


all regions 


none; 1 to 8 cents below 


At ceiling, 
| where 


ceilings els¢ 


below 


available, 7 


S to 20 cents 


not 


At ceiling, none; 
ceiling, 5 regions; 
regions 

At ceiling, 2 regions; 3 to 13 cents 
below ceilings elsewhere 


At ceiling, 7 
ceilings elsewhere 


1 to 12 cents 
elsewhere 


At ceiling, 2 
below ceiling 


regions; 


MARGIN 


At ceiling, 


regions; 1 to 4 cents below 


SPREADS 


Retail 
At ceiling, 6 regions: 2 to 7 cents 
below ceilings elsewhere 


At ceiling, 6 regions; 1 to 5 cents below 


ceilings elsewhere. 


At ceiling 
below ( 


4 regions; 1 to 17 ce 
ceilings elsewhere. 

2 regions; 1 to 28 cents 
below ceilings elsewhere 


a 


At ceiling, 7 rezions; 1 to 
below ceilings elsewhere 
At ceiling, ions; 2 to 19 cents 

below ceilings elsewhere. 


14 cents 


8 reg 


At ceiling. 7 regions: 1 to 6 cents 
below ceilings elsewhere. 


At ceiling, 3 regions; 1 to 13 cent 


below elsewhere. 


At ceiling, 7 regions; 2 to 14 cents 
below ceilings elsewhere 

At cviling, 8 regions; 4 to 8 cents below 
ceilings elsewhere. 


At ceiling, 5 regions; 1 to 5 cents below 
ceilings elsewhere 


At ceiling, 2 regions; 2 to 9 cents below 
ceilings elsewhere. 

At ceiling, 5 regions; 2 to 18 cents 
below ceilings elsewhere. 


At ceiling, 7 regions; 1 to 10 cents 
below ceilings elsewhere. 





tables give some idea of what hes happened in the 


cover late 
quotations 
prices. 


The data 


The first table covers livestock prices while the next three deal with 


various cuts of meat. 
in the prices for the different items this vear and last. 
of the meats are selling under a vear ago and, with the exception of 
certain pork cuts, many of them, including some beef items, are sub- 
However, in wholesale dressed meats, cur- 
rent prices for 15 out of 17 meat items were above the pre-Korean 
30 percent; 5 from 10 to 20 percent; and 


stantially below last vear. 


3 as much as 
7 up to 10 percent above. 


25 to 


It will be noted that there is a wide variation 


In fact, most 
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Additional data on the production, per capita consumption, value 
of meat consumed and composite price tables will be found in the 
appendix on pages 103 to 105. 


Comparative per hundredweight livestock prices 


{Current Chicago prices as percent of last year’s Chicago market prices and ceilings] 


Market price ! week Market price Sept. 20, 
ending 1952, as percent of 
Item aaa tg ety 
Sept. 22 Sept. 20, Price year Ceiling 
1951 1952 igo price 
Prime steers 900 to 1,300 pounds $39, 04 $34. 63 $37.12 xg 93 
Choice steers 900 to 1,390 pounds 26. 73 31. 87 34. 25 87 93 
Good steers 909 to 1,100 pounds 33. 78 28. 30 31.5 84 90 
Commercial steers 30. 88 24. 22 27. 37 78 88 
Commercial cows_-. ; : 29. 22 19 85 27.37 68 73 
Utility cows 24. 82 17. 62 23. 49 71 75 
Canners and Cutters . 21. 22 14. 98 19. 57 71 77 
Bulls ed oe 39. 03 20. 95 27. 53 70 76 
Calves, Prime and Choice 33. 75 26. 20 37. 42 78 70 
Lambs, Prime and Choice mate 31. 50 | 26. 28 33. 20 5 79 
Hogs, barrow and gilt, 200 to 240 pounds- - 20. 89 19. 99 25. 73 OF 73 


! Live animal prices are average of mid-point of range reported by USDA for weeks ending Sept. 22, 1951, 
and Sept 20, 1952. For lambs the prices are for spring lambs. 

? Reflected values for live animals are based on slaughterer’s ceilings for carcasses and by-product value 
assumed in CPR’s 24, 74, 92 and 101. 


Legal minimum prices for livestock, Aug. 15, 1952 


[Dollars per hundredweight] 








August 
P antion ‘ prices 
Sede —— “Fugate” | Legal min- ae | received 
price price ! imum received § | 88 percent 
| Of legal 
| Minimum 
Meek enbt. 2. 30..5.20 sk. 21.10 26. 40 26. 40 | 24. 90 | 94.3 
Hogs ai + ; 21. 50 19. 70 21. 50 20. 90 97.2 
Lambs. - . i bee eg ; 23. 20 29. 20 29. 20 25. 60 87.7 
Sheep. aie ee 10. 80 15. 10 15. 10 9.70 | 64.2 
Veal calves_.......- seas ; 23. 60 30. 10 30. 10 27. 40 91.0 
i 





190 percent of estimated United States average price received for all grades sold May 19, 1951. 
2 The higher of either effective parity prices or ‘‘fugate’’ price. 
3 From Agricultural Prices, U. S. Department of Agriculture, Aug. 15, 1952. 


Source: Office of Price Stabilization. 
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Comparative slaughter and wholesale prices per hundredweight of beef, veal, lamb, and 
pork 










{Current Chicago market prices as percent of last year’s Chicago market prices and ceilings] 












Market price ! week 
ending 


Market price Sept. 16, 


1952, as percent of 






Ceiling 

price 3 
Sept. 18, Sept. 16, Price year Ceiling 
1951 1952 1Zo price 





Item 









BEEF 






steers 















Prime, 600- to 800-pound careass. - 2 $58. 00 $54. 00 $58. 10 93 93 
Choice, 500- to 700-pound carcass 56. 00 53. 50 56. 10 06 95 
Choice, 700- to 900-pound carcass 56. 00 52. 62 56. 10 04 94 
Good, all weights, carcass 54. 00 47. 50 54.10 88 &8 
Commercial carcass 48. 80 40. 00 49.10 2 81 
Commercial cows, carcass 49. 00 33. 50 49. 10 68 68 
Utility, carcass 46. 20 30. 20 47.10 65 64 
Canners and Cutters, carcass 42. 50 31.00 42. 60 73 7: 
Bulls, carcass 48. 50 34. 00 48. 60 70 70 
Choice steer beef cuts 
Hindquarters 61. 90 62. 50 63. 40 101 99 
Rounds 61.00 60. 00 62. 50 OX 96 
Regular chucks 55. 00 49. 50 56. 50 90 R88 
Briskets 43. 00 40. 00 44. 50 93 | 90 






Ribs 









LAMBS 


Prime and Choice, carcass 







VEAL 







Prime and Choice, carcass 7 56. 50 55.75 57. 50 99 97 





PORK 





Barrows and gilts, 200- to 240-pound, com- 
posite value 29. 74 29. 92 37. 11 101 81 






1 Prices from National Provisioner Magazines for Sept. 22, 1951, and Sept. 20, 1952. Weekly average of 
daily prices, Chicago. 

2 Ceilings for beef carcasses are for siaughterer’s f. 0. b. ssles. Ceilings for other items include 40 cents for 
local delivery and 60 cents for branch houses for veal and lamb and are weighted average of ceilings for 
slaughterers and wholesalers assuming that 44 percent of sales are by wholesalers of beef and veal and 20 


percent by wholesalers of lamb. 








Source: Office of Price Stabilization. 





Comparative slaughter prices per hundredweight of pork and sausage materials 





[Current Chicago market prices as percent of last year’s Chicago market prices and ceilings] 









Market price, Sept. 
16, 1952, as per- 





Market price ! 
week ending— 








a cent of 
Ceilin 
Item if : £ cae ae 
price 2 
Sept. 18, | Sept. 16, Price, Ceiling 
1951 1952 year ago | price 
























Beef trimmings $48. 10 $33. 00 $49. 00 69 6 
Bull meat 3 a 60. 70 45. 50 61. 50 75 74 
Cow meat g 3 58. 10 43. 00 59. 00 74 73 
Boneless chucks, cured and cooked - - 58. 10 45. 00 59. 00 77 76 
Veal trimmings 54. 00 40. 50 54. 50 75 74 
Regular pork trimmings, 40 percent 24. 00 23. 30 23. 30 97 100 
Extra pork trimmings, 95 percent 50. 50 52. 00 52. 80 103 | QR 
Fresh skinned hams, 12 to 14 pounds 43. 88 49.00 54. 60 112 | 90 
Fresh picnics, 4 to 6 pounds 32. 25 29.75 35.10 92 85 
Fresh Boston butts, under 8 pounds 43. 25 39. 00 47. 90 90 81 
Fresh spareribs, under 3 pounds _. 40. 25 45.00 50. 10 112 | o0) 
Fresh pork loins, under 12 pounds 51. 50 54. 00 60. 40 105 | 80 
Sliced skinned hams, 12 to 14 pounds 57.75 5R. 25 63. 10 101 92 
Smoked slab bacon, 12 to 14 pounds 45.75 40. 50 51. 60 | 89 | 78 
Sliced bacon, 1 pound open-face package 54. 25 53.75 | 62. 40 | 99 | 86 
i | 














a 


1 Prices from National Provisioner magazines for Sept. 22, 1951, and Sept. 20, 1952. Weekly average « 


daily prices; Chicago. ; ‘ 
2 Slaughterer’s ceiling prices, less-than-carload lots, including boxing and wrapping. 









Source: Office of Price Stabilization. 
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Wholesale dressed-meat prices, Chicago (weekly average of daily quotations) 


[July 1, 1950, June 30, 1951, and selected weeks of 1952, in dollars per 100 pounds with percentage 
comparisons] 


a9 


Week ending— Sept. ee percent 
Item - — — $< — ———— 
July 1, | June 30, | July 26, | Sept. 13,; July 1, | June 30, 
1950 1951 1952 1952 1950 1951 
Beef: 
Steer: 
Prime, 600 to 700 pounds 49. 80 58. 50 54. 00 54. 50 109 93 
Choice, 600 to 700 pounds 47.72 56. 50 53. 00 53. 75 113 95 
Good, 350 to 600 pounds 46. 67 54. 50 51. 62 51. 50 110 94 
Veal: 
Prime, 80 to 110 pounds 45. 50 57. 25 53. 00 57. 25 126 100 
Choice, 80 to 110 pounds 43. 00 56. 00 51. 50 56. 75 132 101 
Good, 80 to 110 pounds 41. 25 54. 50 49. 50 53. 00 128 97 
Spring lamb: 
Prime, 40 to 50 pounds 55. 40 1 58. 25 60. 50 60. 00 108 103 
Choice, 40 to 50 pounds 53. 90 1 58. 00 60. 50 60. 00 11k 103 
Good, all weights : 50. 37 1 58. 00 57. 50 55. 00 109 95 
Pork, fresh Choice: 
Loins, 8 to 10 pounds average 48. 60 45. 50 53. 25 53. 25 110 117 
Butts, 4 to 8 pounds average 40. 80 43. 00 43. 00 40. 40 99 O4 
Pork, cured Choice: 
Hams, smoked and skinned, 12 to 16 
pounds average 55.15 56. 50 59. 25 55. 50 101 98 
Bacon, smoked slab, 6 to 8 pounds av- 
erage 45. 40 47. 00 48. 50 45. 50 100 97 
Sliced, 1 pound package 49. 40 } 53. 00 55. 50 53. 00 107 100 
Picnics, smoked, 4 to 8 pounds aver- 
age 39. 70 41.00 43. 25 36. 00 91 88 
Backs, D. 8., 16 to 20 pounds average 11.15 15.12 15.12 12. 88 116 85 
Lard, 1 pound cartons, refined 14. 20 18. 75 15. 00 14. 50 102 77 


1 Old-crop lamb. 


NotE.—Prices are based on sales by slaughterers, packer branch houses, and wholesale dealers to retail 


dealers and hotel supply houses. 


Souree: Production and Marketing Administration, U. 8. Department of Agriculture; Office of Price 


Stabilization. 


COMMUNITY FOOD PRICING PROGRAM 


On August 19, 1952, the Office of Price Stabilization announced 
that uniform community pricing of many staple market-basket 
| grocery items, together with posting of ceiling prices in food stores, 


would be extended to many additional marketing areas over 
country this fall. 


the 


Community pricing is now in effect in three test areas—Fresno, 
Calif.; Fargo, N. Dak.; and Jacksonville, Fla. Office of Price Sta- 


bilization field-office directors are being authorized to extend it 


to 


additional areas as rapidly as plans can be worked out and the neces- 


sary preparations completed. 


Before the program is introduced into a new community, there 
will be extensive consultation by Office of Price Stabilization officials 
with local trade and consumer groups to assure that the grocers and 


consumers in the community understand the program and have 
opportunity to discuss it and comment upon it. 


What community pricing is 


an 


Community food pricing is a simple and effective price-control 


technique developed and used successfully during World War 


II. 


Uniform dollars-and-cents price ceilings for many market-basket foods 





are worked out for a local puarreang area by Office of Price Stabiliza- 
tion officers on the basis of local wholesale prices of the given items and 
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the mark-up allowed the retailer. These ceiling prices are printed on 
posters which are delivered to the retail grocery stores where they must 
be posted. 

The National C onsumer Advisory Committee from its first meeting 
with OPS has urged the adoption of Nation-wide community pricing 
and many local consumer advisory committees have done likewise 
Several advantages offered through community pricing 

The consumer can see at a glance the dollars-and-cents ceiling 
price of many food items. This permits the maximum participation 
in the price-control phase of the stabilization program by the con- 
sumer. Before community pricing the shopper could see no evidence 
of price ce ilings on food. 

The ceilings are computed by the OPS staff members on a com- 
munity-wide basis and, for the items on the poster, individual grocers 
are relieved of the necessity of each calculating his own ceilings. It 
cives retailers a simple, clear, understandable method of price « control, 

3y posting the exact ceiling prices of many important food items 
under control, community pricing lets the consumer know that it is not 
the retailer who is responsible for high prices. When the retailer is 
selling items below ceilings it indicates to the consumer that the 
retailer is doing what he can to keep prices down. 

Prices are uniform for an item in the group class of stores permitted 
throughout the marketing area. The community pricing takes into 
account the fact that food costs differ from community to community 
and from one type and size of store to another. 

Community pricing is not intended to change the general level of 
food prices, or the margins of retailers, either upward or downward. 
Ceilings are determined on the basis of wholesale prices generally 
prevailing in the area. 

Under the present system of food-price ceilings, the individual 
grocer figures his own ceilings using the mark-up over his wholesale 
costs permitted to the group of stores to which he belongs. The 
basic idea in this system is to hold down grocery prices by limiting 
the percentage mark-up the grocer may use. 

Grocery stores are divided into four groups, each group permitted a 
different mark-up based upon historic pricing practices. The four 
groups are: 

An independent store with annual gross sales of less than 
$75,000. 

An independent store with annual gross sales of $75,000 or 
more, but less than $375,000. 

A ee store with annual gross sales of less than 
$375.000. 

4. An inde ‘pendent or nonindependent. store with annual gross 

sales of $375,000 or more. 

The percentage mark-ups currently permitted are those which were 
used by OPA. These were the only ones available on a Nation-wide 
basis for use by OPS. 

A specific mark-up on wholesale or supplier selling prices is estab- 
lished for each of 36 groups of dry grocery items and for butter and 
cheese. The size of the mark-up varies ; from group to group and from 
one type of store to another. While some grocers object to this method 
of group averaging which prevents a grocer from marking up one item 
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to compensate for loss on another, OPS has pointed out that a regula- 
tion permitting a given mark-up on each individual grocery item or 
for each individual store would be administratively impossible. 

To ascertain if the currently permitted margins are “fair and equi- 
table,” the OPS in cooperation with the Bureau of Labor Statistics 
has conducted a Nation-wide survey of percentage mark-ups in use 
by wholesale and retail grocers immediately preceding Korea. 

Under this system of individual comput ing of price ceilings the price 
of a given item has quite legitimately varied from store to store, post- 
ing of food prices has not been practicable, and the consumer has 
had no way of knowing what the ceiling price of a specific food item 
actually is. 

This method of pricing was adopted because it could be put into 
effect very rapidly and r: a] vid action was essential in order to adjust the 
inequities which unavoid lably arose from the general freeze of January 
26, 1951. This date caught many grocers, notably those who had 
tried hardest to keep their prices down, in a squeeze position. For 
when they bought replacements they found wholesale and supplier 
prices in many instances had gone up between the time of their last 
purchase and the general freeze. ‘Thus their frozen retail prices were 
based on wholesale prices which no longer were available. 

The mark-up type of ceiling also permitted easy and fairly frequent 
adjustment of prices. This was desirable because the Defense Pro- 
duction Act expressly prohibits price ceilings on an agricultural com- 
modity until that commodity, moving in a free market, reaches parity. 
Parity is a price determined by the Secretary of Agriculture upon the 
basis of a formula enacted by Congress for certain commodities which 
the farmer sells, which is considered fair in relation to what the farmer 
has to pay for items he must buy to live and operate his farm. Its 
purpose, in brief, is to keep the farmer in the same economic position 
in relation to other groups in the community. 

Since most agricultural commodities were in 1951 and still are sell- 
ing below parity their prices may rise and have risen. Until such 
commodities reach parity no ceiling price may be put on them. 

In fairness to the processors, wholesalers, and retailers handling such 
commodities or food items made from them, OPS has permitted 
“parity pass-through.” In other words, as the price of an agricul- 
tural commodity goes up toward parity, the processor is permitted 
to add the exact dollars-and-cents inerease in the price he pays for the 
agricultural commodity to his selling price. The distributor and 
retailer, in turn, are permitted to apply their normal mark-up. 

In a market where food prices were fluctuating and where the 
over-all economic picture was far from stable the pricing method of 
permitted percentage mark-ups seemed to offer the solution most 
possible to administer at the time. 

However, under the more stable conditions of today, community 
pricing is possible and offers certain definite advantages over the 
current method. 

Under community pricing current dollars-and-cents ceiling prices 
are listed on posters, prominently displayed in each grocery store in 
the marketing area. In a given community there may be as many 
different ceiling-price posters as there are different store groups. 
New posters are provided at intervals, about once a month, and 
weekly amendments note changes in ceiling prices. 
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Each week, members of the OPS staff contact food wholesalers in 
the area and determine the prevailing wholesale costs to the retailer 
of the posted food items. 

There is not space on a poster of usable size to include all the many 
grocery items, nor would such inclusion be of value. OPS field staff 
members select some 350-400 cost-of-living food items to be posted. 
In each area consumer preference and sales volume are considered. 
The items vary from area to area. For example, canned tamales, 
important in certain areas with a large Mexican population, would be 
rather a loss on a poster in a New England community. Likewise, 
the posted items may vary somewhat in each of the six store groups. 

Fruits and vegetables, fresh and processed, will not appear on any 
poster. Although these items make up some 21 percent of family food 
costs, they were exempted from price controls by the Defense Pro- 
duction Act of 1950, as amended 1952 

The local consumer advisory committees will be consulted to ad- 
vise on the items to post in their communities. 

It should be emphasized that the posted ceiling price is a maximum 
price. The grocer may, and at times does, charge less than the ceiling 
price for certain items. 

or group | and 2 stores the community price is computed by adding 
the permitted mark-ups to prevailing wholesale prices. For group 
3 and 4 stores the method is different. In general, such stores buy 
not from the local wholesaler but direct from the manufacturer or 
processor for shipment to the store’s warehouse. Thus, while the 
ceiling for group 1 and 2 stores is based on the prevailing wholesale 
price of the food item in the area plus the permitted mark-up, for 
group 3 and 4 stores the ceiling is the cost from the supplier, usually 
the processor, plus the mark-up permitted the store group. 

It is not anticipated that the community pricing will alter the general 
margin level of retailers. However, in the test program which has 
been conducted in the cities of Fargo, Fresno, and Jacksonville, 
‘areful tabulation was kept on the results of the program, and by the 
radical reduction in the overceiling prices which resulted from the 
posting of price lists, OPS estimated that a saving in the neighborhood 
of 1 percent in the cost of the items that were posted was achieved. 
The table which follows indicates the degree to which the retailers in 
these three cities were selling over ceilings prior to posting prices. 
The figures represent the estimated percent of their prices which were 
over ceiling on the various dates and shows the effectiveness of com- 
munity pricing in reducing prices previously over ceilings. 


Percent of price over ceiling 


Fargo Fresno | Jacksonville 





Before price posting: 


Jan. 17 a pou ‘ r ‘ 21.3 23. 4 18.8 
After price posting: 
Jan. 31 a J ‘ . 11.0 18.0 | 13.1 
Feb. 14... ae she 9.5 10. 9 | 8.5 
Feb. 28 9.8 11.6 | 8.3 
Mar. 13 7.9 11.0 | 8.8 
Mar. 27 7.5 9.2 | 8.8 
Apr. 24 7.5 9.7 | 7.7 
May 29 8.8 | 9.0 
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Not all sales previously above ceilings were deliberate attempts at 
cheating. Much of it can be charged to unfamiliarity with pricing 
regulations. However, if the above figures are anywhere typical of 
the national situation, community pricing could result in a substantial 
savings to consumers. ‘This also raises the question of stronger com- 
pliance and enforcement actions by OPS. 


Farm INCOME AND OpEerRATING Costs 


Farmers’ production expenses in 1951 were 12 percent higher than in 
1950 and, according to the Department of Agriculture estimates, the 
total will probably average about 5 or 6 percent higher this year, the 
highest on record. 

From its 1947 peak of $17 billion, farm net income dropped steadily 
to a postwar low of $12.7 billion in 1950. Some of this loss was 
regained in 1951, when realized net income rose to $14.3 billion. (See 
chart 25.) 
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Farmers received about $18.9 billion from marketings during the 
first 8 months of 1952, 3 percent more than they received in the 
corresponding period last year. Approximately 5 percent more farm 
products were sold this year, but prices averaged a little lower. On 
the other hand, prices paid by farmers for production items (including 
interest, taxes, and wage rates) averaged 4 percent higher than in the 
first 8 months of 1951. Because of these higher production costs, 
farmers’ realized net income this year may be a little lower than in 
1951. 
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This year about 38 percent of gross income is being retained in the 
form of net income. ‘This is the smallest percentage recorded except 
in the severe depression years of 1921 and 1931-33. Last year it was 
41 percent. 

Farm wages in 1952 are 7 percent higher than a year ago and for the 
year as a whole will probably average nearly 10 percent higher than 
in 1951, according to the Department of Agriculture. (See chart 26.) 


CHART 26 


CASH FARM WAGE RATES 
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The monthly index of prices received by farmers and prices paid for 


commodities and services in production and family living compare as 
follows: 


Index numbers of prices received by farmers 
[1910-14= 100] 


1947-49 | August 1951 | August 1952 


Unadjusted: 
All farm products 
All crops 
Livestock and products.--.----- 
Seasonally adjusted: 
Fruit 
Truck crop 
Dairy products 
Poultry and eggs 
Cash income from farm marketing (1935-39= 100) 
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Index numbers of prices paid by farmers 
[1910-14 =100] 


1947-49 August 1951 | August 1952 


Commodities and services, interest, taxes, and wages_--.____- 249 282 | 287 
Family living items_........-- Pinte 244 270 | 273 
Production items aie ah EN is tli 237 | 273 | 274 
Interest ecacebdcimnmiona toed 73 89 | 97 
eg a fe er ihe ie ag icsaedaes Gianabinais 250 all | 327 


Lf Re as ae caaS 430 475 | 506 
Parity ratio 8 108 | 104 | 103 


With a general increase in cost of production items farmers buy, 
and a moderate weakening in some farm prices, the parity ratio 
dropped from 113 in February 1951 to 100 in March 1952 and then 
rose to 103 in August of this year. (See chart 27.) 
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INCREASED FREIGHT RATES 


Another rail freight-rate increase authorized on May 2 made the 
eleventh general increase since World War II and the third since 
Korea. With this new increase the freight-rate level is now 79 per- 
cent higher than June 1946. 

The Department of Agriculture was concerned over the economic 
consequences of any further increase in transportation rates. For 
this reason it took part in the public hearings before the Interstate 
Commerce Commission and opposed a further increase in railroad 
freight rates at that time. It also took the position that if the ICC 
found that a further rate increase was necessary, it should exempt 
agricultural products, foods, and farm supplies. The Department 
contended that further increases in agricultural freight rates would 
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be harmful to our national economy by discouraging farm production 
and adding to the inflationary forces already operating in our 
economy. 

The Interstate Commerce Commission has recently estimated for 
major commodity groups and important classes of commodities the 
over-all percentage increases in rail freight rates authorized since 
June 30, 1946. Estimates for important agricultural commodities 
are as follows: 


Estimated cumulative percentage increase in rail freight rates since June 80, 1946 
Percent 
Products of agriculture (carload) - - - ‘ : oe 66. 
Grain and grain products ; wed ; R 70. 
Citrus fruits-— ~~ ; ; 55. 


Other fresh fruits 53. £ 
Fresh vegetables a7. £ 
Other products of agricluture _ — - 7 79. 
Animals and products_- ’ 84. - 
Livestock___ vt. 
Meat and edible packing-house products. : 88. 4 
Other animals and products_-- ‘ 4 ; 86. £ 
Manufactures and miscellaneous_ ; Es . Sar 
Vegetable oils ee Ws 87. 
Sugar, sirup, and packaged foodstuffs - _ _ - ca eae a 85. 
All traffic (carload and less than carload) -____- ee aie ce iit Pee 
During the last few decades farm prices have undergone wide 
changes in both directions but freight rates have tended to move in 
only one direction—upward. When farm prices advanced sharply 
in World War I and again in World War II, railroad freight rates 
caught up after a short lag. While farm prices were declining in 
1948-49, and again in 1951, railroad freight rates continued to move 
sharply upward. (See chart 28.) 


CHART 28 
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Manvuracturers’, Processors’, AND Disrrisvrors’ MARGINS 
LABOR COSTS——-PROCESSING AND MARKETING 


In a recent detailed study released by the Department of Agri- 
culture, on ‘Labor in the Marketing of Farm Food Products,” it 
stated: 

Labor is the most important single item in the cost of marketing farm products. 
Estimates indicate that in several postwar years labor has accounted for about 
half of the total cost of marketing farm foods. (See chart 14 on p. 41.) 

Hourly earnings of employees in food marketing in May 1952 (latest available 
data) averaged $1.55, 6 percent above the same month a year earlier and about 
14 percent above June 1950, when the Korean war began. The increase since the 
Korean invasion is about equal to the percentage increase in charges for marketing 
foods as measured by ‘‘market basket” data. 

However, the average annual earnings in the food marketing in- 
dustries, even though they increased about 150 percent over the 
1935-39 average, still show less gain than the 175 percent for annual 
earnings of employees in manufacturing industries. 

Approximately one-half of the cost of labor in marketing food 
products was incurred in retailing; processing accounted for 30 percent 
and wholesaling and transportation each accounted for less than 
10 percent. 

In terms of the retail cost it was found in one study that the cost 
of labor in food processing plants ranged as follows: 

Percent of 


retail cost 
Poultry and eggs 
Dairy products 
Fruits and vegetables 
Meat products oe sored 
Bakery and other cereal products __ s ‘ : : 20 


Miscellaneous products __ s : au Le ae ae 


Profit per dollar of sales, and earnings on investment both before 
and after taxes, of firms engaged in processing agricultural products 
were generally lower in 1951 than in 1950, whereas their total dollar 
volume of sales increased. 

These decreases in profits reflected higher operating costs and taxes. 
According to estimates prepared by the Federal Trade Commission, 
profits per dollar of sales and the annual rate of profit on stockholders 
equity for the years 1947—51 by industry groups were as follows: 
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Annual percentage rate of profit on stockholders’ equity, 1947-51 


Food | Tobacco | 1 en | Apparel Leather 


| 
Before After Before | After 


| | 
| | | 
| 

taxes taxes taxes | taxes | 


| | | 
Before | After Before ; After | Before After 
taxes | taxes taxes | taxes taxes | taxes 


1947_.... 29. 5 ; 16. 2 .§ 30. 6 18.4 | 31. 4 3. 6 24. ( 13.8 
1948 20. 2.5 21.7 3. 30.0 5 | 2. 17.5 | 10.3 
Bae acm 19.3 F 19.6 2. ¢ 12 7.6 | < a 10.7 | 6.0 
1950 : 21.7 2. 21.2 22. 4 .6 Q. § 19. ¢ 11.0 
1951_- ‘. 18.3 i 21.5 17. o ¢ 13.8 5.3 


NoOTE.—Taxes mean Federal income and excess-profits. 


Percent profits per dollar sales, 1947-51 


Textile mill ee 
products | Apparel 


| 
| 
Food Tobacco 
} 


aeremes ———| —— 


After | Before | After Before After 
taxes | taxes taxes | taxes | taxes 


Before After Before | After | Before 
taxes taxes taxes taxes taxes 


| 


-« 


Nove.—Taxes mean Federal income and excess-profits. 


The Department of Agriculture recently compiled a comparison of 
the 1951 profit margins with previous years for a group of large 
food and tobacco companies engaged in the various processing 
industries. This summary shows that each of the processing groups 
realized a lower net profit in 1951 than the vear previous and for cer- 
tain groups the 1951 earnings were the lowest for several years. 


Operating profit '—selected food and tobacco companies, 1935-51 


| 
Food-processing companies 





| 8 retail | 4 tobacco 
11 dairy- food com- 
| products| chains | panies 
com- 
panies 


rie j 

6 grain- | 

9 hak- co j 
oe mill prod-| 11 meat 

nanies jucts com-| packers | 

| I : panies } 


5 can- 
ning com- 
penies 


Profit rate on investment (percent) 


1935-39 average......-....--... .{ 9.8 3.7 §.! a 

asia a &.5 7.6 o. .« 8. 

 —- nee . ‘a 7.6 : 9. 

1942 patel -| 9. 1 8.6 < j 9. 

Pa dice cutenies — . 9, ¢ a .3 &.6 
1944 wi 6 ma 6 5 Rf 
1945 ao . is 5. { ¥.: 9. 

1946 j 
1947 

1948 

1949 

1950 


Sox 
Coe CoO PO 


IER as 


wa cr 


eH . 4 
DOP WNEH 





See footnote at end of table, p. 69. 
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Operating profit '—selected food and tobacco companies, 1935—51— Continued 


Food-processing companies 


| 3 grain- 


= me | ; 11 dairy ie 
reas )7 baking | mil | sxment |*cannine| products| 8 stall |4 tobaos» 
panies com- | P&ackers | panies | emia | chains | panies 
panies , = rhe } 
Profit rate on sales (percent) 
| Pend 
1935-39 average. ___.. 7.2 3.1 1.3 | 3.6 3.5 | 1.5 9.2 
MG Bae 6.5 3.4 1.6 | 4,2 3.5 1.5 | 9.0 
OEE 5 ce 5.4 2.8 | 1.9 | 5.1 | 3.5 | 1.4 | 7.0 
1942 4.8 23 1. 4 | 3.0 2.9 | .9 | 5.7 
1943... 4.2 1.9 1.3 3.5 2.5 | 1.0 | 4.9 
1944... Sree 3.4 7 1.2 | 3.6 2.4 | 1.0 | 4.6 
MOIR ilo eleisety 4.1 2,2 1.3 | 3.8 2.6 | 1.0 | 4.6 
1946___- 6.3 2.5 2.2 6.1 3.6 | 1.8 4.8 
1947. 5.3 | 2.7 1.6 4.9 2.7 ce) 5.1 
1948_. 5.4 2.4 8 4.1 2.5 | 1.4 | 5.9 
1949. 5.0 | 2.6 "6 | 3.1 | 3.5 | 1.4 | 6 
Se kara ei ae! 4.9 2.3 9 5.9 | 3.3 | 1.3 | 5.8 
1951 ner : 4.0 2.0 8 | 3.3 | 2.3 | 9 | 4.5 


1 In general, the operating profit is the net sales less cost of sales, operating expenses, maintenance, and 
depreciation. The provision for taxes includes both income taxes and excess profits taxes of Federal, 
State, and foreign governments. Other income is not included in operating profit; the taxes, however, are 
on all sources of income. Further adjustment of the tax deductions would increase the profit ratios slightly. 

Investment includes common stock, preferred stock, funded debt, minority interests, capital surplus, 
earned surplus, and various reserves. 

Compiled from financial] statements reported in Moody’s Industrials. 


Source: Department of Agriculture. 
INDUSTRY EARNING STANDARD 


In authorizing the Defense Production Act of 1950 the Congress 
definitely laid down the requirement that price ceilings must be 
“oenerally fair and equitable.” 

To carry out this directive, the OPS with the approval of the 
Economic Stablization Administrator issued the Industry Earnings 
Standard. While OPS has other standards, under whic h price relief 
is given, this is the principal OPS standard used for determining 
which price increases should be granted and which should be denied. 
Moreover, the earnings standard is the only method companies can 
use to get price ceiling boosts because of inc reased labor costs. 

While OPS regulations permit businesses to ‘pass through” in- 
creased costs of steel, copper, and aluminum, as well as certain in- 
creased freight costs, there is no regulation permitting pass-throughs 
for higher labor costs. Therefore, the only recourse open to com- 
panies with increased wage bills is the indirect route established by 
the earnings standard. 

An industry 1s eligible for these price boosts if it can show that its 
earnings before taxes, based on net worth, are less than 85 percent 
of its average earnings in its best 3 years in the period from 1946 
through 1949. 

The Director of OPS set forth the agency’s policy with respect to 
granting relief for increased costs in the statement made before the 
House Banking and Currency Committee, on the extension of the 
Defense Production Act. on April 29, 1952. He said in part: 

Most requests for price increases, and thus most occasions for the application 
of the “industry earnings” standard, come when an industry has experienced cost 
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increases. Price stabilization would be a mockery if all cost increases were 
automatically passed on in the form of higher ceilings. If this were done, the 
spiral of higher wages, higher prices, higher parity, higher cost of living, higher 
wages, and so on, would operate unchecked. When steel or any other industry 
tells us it has incurred higher costs and needs a price increase, we find out whether 
these higher costs can reasonably be absorbed out of abnormally high profits. 
If they cannot, the price increase is permitted. But if absorption of the cost 
increase would still leave a fair return, or more than a fair return, the price 
increase is denied. This is reasonable; it is fair, and it is the way business itself 
normally operates. 

Cost increases cannot be absorbed without limit. The “industry earnings’’ 
standard is our limit on required absorption of cost increases. This standard 
protects a level of profits as high as those realized in a normal, prosperous, peace- 
time period, during which industry produced at a high level and expanded at a 
rapid rate. Profits that high are high enough to provide adequate incentive when 
the Nation is in danger. 

The standard is legally sound as an interpretation of the requirement embodied 
in the Defense Production Act that price ceilings be fair and equitable. Based on 
identical language in the wartime price-control legislation, OPA used an almost 
identical standard, and this standard was upheld by the courts time after time. 
. Of course, no single rule can be devised which is uniformly equitable in all cases. 
The OPS earnings standard recognizes this by making special provision for those 
cases where its rigid application would be unfair or unreasonable. Thus, there 
are cases where an industry’s earnings during the 1946-49 base period were ab- 
normally low or otherwise unrepresentative, and for which the standard conse- 
quently makes special provision. 

In the past, it has sometimes taken OPS months to analyze the data 
accompanying an industry’s application, thus causing undue financial 
hardship to many firms. Recently, however, OPS announced a new 
procedure which should greatly simplify the man-hours pre viously re- 
quired of industry as w ell as OPS in its analysis determination. This 
is noteworthy in the face of OPS’s reduced staff, particularly in view 
of the possible acceleration in the number of industries requiring in- 
creased ceiling price as a result of recently authorized wage increases, 
price boosts for steel, copper, and aluminum as well as increases in 
freight rates generally. 


WHOLESALERS’ AND RETAILERS’ MARGINS 


Wholesalers and retailers selling agricultural products also reported 
lower profits both before and after taxes for 1951, according to the 
following figures furnished by the Federal Trade Commission. Eat- 
ing and “drinking places and miscellaneous retail stores are the only 
two exceptions. 
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Percent of dollar sales 
Wholesalers’ profits 


Before taxes After taxes 
1950 1951 1950 1951 
Groceries and food specialties 1.4 1.1 0.8 0.5 
Farm-product goods for immediate consumption 1.9 1.7 1.2 1.0 
Dry goods and apparel 3.4 1.3 2:7 in 
Miscellaneous merchant wholesaler 3.2 3.2 1.9 1.6 
Retailers’ profits 
Before taxes | After taxes 
1950 1951 1950 1951 
Food . 2.4 a3 1.3 0.9 
Apparel and accessories 4.8 4.5 2.7 2.3 
Eating and drinking places. -- - - 1.8 2.2 9 1.0 
General merchandise 7.8 6.7 4.2 3.2 
Miscellaneous retail stores 3.2 3.5 2.1 2.2 


OPS MARGIN SURVEY 


For over 8 months, OPS with the help of BLS has been conducting a 
detailed food margin survey. Its objective has been to determine, 
insofar as possible, how adequately the presently authorized CPR 
mark-ups reflect the actual pre-Korea mark-ups. The present 
mark-ups used in the regulations are essentially those developed in 
the World War II survey of 1942. These were the only complete 
data available to OPS at that time. However, it should be made cleat 
that OPS has made interim mark-up adjustments in numerous regu- 
lations. The study included all classes and sizes of wholesalers and 
retail groups for the period May—June 1950. 

For several weeks OPS has been analyzing this data in order to 
determine what changes, if any, should be made in the different cate- 
gories. 

Without going into details, nor into the ramifications of the survey 
data, it is sufficient to point out here that according to OPS, as far 
as an over-all distribution mark-up is concerned, no shift appears to 
have taken place. Over-all mark-up as used in this sense means the 
difference between the manufacturer’s or processor’s selling price and 
the price to the ultimate consumer. 

It appears from a preliminary analysis that some change occurred in 
the retail distribution area, particularly for the chains and super- 
markets. The facts indicate that their June 1950 margins were some- 
what above their traditional margins of 1942, which were the basis for 
the OPS regulations governing their present ceiling prices. From the 
survey, it appears that these large retailers were working on mark-ups 
more closely approaching those of the smaller distributors of food in the 
pre-Korea period. 

According to OPS, while there were a number of food categories 
that have shifted their mark-ups both by type of seller and by over-all 
category, nevertheless none of these changes could be considered as 
being beyond a normal shift in view of the difference of 10 years. 
27547—53——6 
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A number of existing CPR mark-ups by categories within class of 
wholesalers or groups of retailers are expected to be revised in light 
of the survey results as rapidly as OPS can complete their studies. 

In view of the margin shifts which occurred in some food categories 
during the 1942-50 period, your committee thought it essential to 
determine whether any significant shifts may have occurred in the 
1950-52 period. 

It was decided, therefore, that the committee staff should make an 
“on the spot’’ sample survey of actual prices at the wholesale and re- 
tail levels. This spot survey was conducted during August and early 
September and was confined principally to the eastern part of the 
United States due to limitations of funds. Five cities—namely, 
Canton, Ohio; Indianapolis, Ind.; New Haven, Conn.; Philadelphia, 
Pa.; and Wilmington, Del.—were visited in order to get a picture of 
the price conditions in the small, medium, and large cities. 

The items selected were limited to those in everyday use, such as 
cereals, coffee, flour, canned peaches, beans, tomatoes, corn, and some 
frozen items, such as peas. While any list of items might have served 
as well, these were the ones used in the spot check. When tabulated, 
the August-September cost and selling prices obtained were then 
compared to the prices used in the same stores for similar items com- 
piled in the OPS food survey mentioned above for the pre-Korean 
(May-June 1950) period. While the results of this survey are 
naturally fragmentary, and no definite conclusions can be reached, 
nevertheless this spot check does indicate that 

Selling prices are higher at nearly all levels, both the whole- 
sale and retail, than during the pre-Korean period. This was 
indicated in two-thirds of the retail and 85 percent of the whole- 
sale operations. 

These general disclosures seem to confirm other findings, 
particularly with respect to the need for mark-up adjustments 
in some of the current OPS price regulations to permit retailers 
and wholesalers their pre-Korean levels. 

3. It would appear that profit margins are being squeezed in 
certain categories because of higher cost prices and higher operat- 
ing costs, whereas some of —— OPS regulation mark-ups are 
based on the earlier OPA surveys. Margins were reported lower 
for both retailers and clabeuiaied in 55 percent of the establish- 
ments. 

BREAD PRICE SPREAD STUDY 


In July of this year Stanley W. Phillips, economic analyst, Depart- 
ment of Agric ulture, prepared An Analysis of Price Spread for White 

sread. This article, which has been included in the appendix, 
beginning on page 106, deals with all phases of the costs that go into 
the farm production, processing, and distribution expense for market- 
ing a loaf of white bread. 

Moreover, it deals with the factors responsible for price increases 
such as transportation, milling cost increases, and the baking and 
distribution cost increases, including the margins and profits realized 
at each level. This analysis clearly points up some of the typical 
reasons for the increased costs which are obviously reflected in the 
steadily higher retail prices for many consumer commodities. 
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This is the sort of study and analysis that is being carried on con- 
tinuously throughout various bureaus in the Department of Agricul- 


ture with respect to a wide range of essential food and other farm 
products, including livestock. 


DEFENSE PrRopuctTiION Act AMENDMENTS 


In extending the Defense Production Act in 1951 and 1952, the 
Congress incorporated certain amendments, including the following, 
which may have an important bearing on consumers’ prices and the 
cost of living in the future: 

Section 101 


No restriction, quota, or other limitation shall be placed upon the quantity of 


livestock which may be slaughtered or handled by any processor (amendment, 
1951). 


Nor shall any restriction or other limitation be established or maintained upon 
the species, type, or grade of livestock killed by any slaughterer, nor upon the 
types of slaughtering operations, including religious rituals, employed by any 
slaughterer; nor shall any requirements or regulations be established or maintained 
relating to the allocation or distribution of meat or meat products unless, and for 
the period for which, the Secretary of Agriculture shall have determined and 
o*rtified to the President that the over-all supply of meat and meat products is 
inadequate to meet the civilian or military needs therefor: Provided, That nothing 
in this Act shall be construed to prohibit the President from requiring the grading 
and grade marking of meat and meat products (1952). 


These amendments could affect the price of meat in the event of 
short supplies. Short supplies usually tend to move to the highest 
bidders—slaughterers, processors, retailers, and consumers—whether 
or not prices bid are legal ceiling prices or illegal black market prices. 
Since meat supplies have been adequate the enactment of these 
amendments have had little or no effect on the cost of living. 

Section 402 (d) (8) 

No ceiling shall be established or maintained for any agricultural commodity 
below 90 per centum of the price received (by grade) by producers on May 19, 
1951, as determined by the Secretary of Agriculture (1951). 

This amendment raised the legal minimum prices at which ceilings 
could be established for some agricultural commodities. Formerly 
ceiling prices could not be set below parity or the highest price re- 
ceived during May 24—June 24, 1950, whichever was higher. The 
May 19, 1951, price was above either of these for many important 
agricultural commodities, including cotton, beef cattle, lambs, and 
calves. Higher prices for agricultural commodities must be trans- 
lated into higher prices for processed foods and other products de- 
rived from agricultural commodities. For commodities such as beef 
cattle with May 19, 1951 prices well above parity, OPS had to permit 
processors and retailers higher ceiling prices. Nevertheless, unless 
agricultural prices move significantly upward i in the future, the amend- 
ment will have no further effect on consumers’ prices. 

Section 402 (d) (3) 


No ceiling prices to producers for milk or butterfat used for manufacturing 
dairy products shail be issued until and unless the Secretary of Agriculture shall 
determine that such prices are reasonable in view of the price of feeds, the avail- 
able supplies of feeds, and other economic conditions which affect the supply 
and demand for dairy products, and will insure a sufficient quantity of dairy 
products and be in the public interest. The prices so determined shall be 
adjusted by him for use, grade, quality, location, and season of the year (1951). 
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Where a State regulatory body is authorized to establish minimum and/or 


maximum prices for sales of fluid milk, ceiling prices established for such sales 
> 


under this title shall (1) not be less than the minimum prices, or (2) be equal to 
the maximum prices, established by such regulatory body, as the case may be: 
And provided further, That in the case of prices of milk established by any State 
regulatory body, with respect to which price, parties may be deemed to con- 
tract, no ceiling price may be maintained under this title which is less than the 
price so established (1952) 

These amendments restrict the authority of OPS to stabilize milk 
prices for consumers. Milk is one of the most important food items 
about 4 percent of the cost of living and 11 percent of all food items 
and retail milk prices, at their record high, are likely to continue up- 
ward for some months, according to OPS and the Department of 
Agriculture. 

Section 402 (d) (3) 

No ceiling shall be established or maintained under this title for fruits or 
vegetables in fresh or processed form (1952). 

Fruits and vegetables account for about 21 percent of the family 
food bill and 7 percent of all goods and services entering the cost of 
living. With the exception of potatoes, no fresh fruits and vegetables 
havé been under OPS ceilings. Ceiling prices for fresh fruits and 
vegetables involve intricate problems ranging from seasonal variation 
in price and supply through administrative difficulties of enforcement. 
Supplies of fresh fruits, other than peaches, are reported to be some- 
what smaller this year than in 1951. It is expected that the total 
supply of fresh vegetables will be unchanged. 

The elimination of controls over processed fruits and vegetables 
could raise the family food bill in the future. ‘The packs of canned 
green beans, peas, and spinach will be somewhat less than a year ago. 
But the carry-over of canned fruits and vegetables will permit per 

‘apita consumption to remain about the same. Consumers’ prices 
for these foods are apt to rise, at least to compensate for higher trans- 
portation and wage rates. 

Between April and August, retail prices for fresh fruits and vege- 
tables remained about 25 percent higher than in 1951 and wholesale 
prices have ranged from 25 to 40 percent, each month, higher than 
in 1951. During the same period, prices for canned fruits and vege- 
tables were slightly below those of 1951 with a rising trend in July 
and August. 

Section 402 (d) (4) 

After the enactment of this paragraph no ceiling price on any material (other 
than an agricultural a coq or on any service shall become effective which is 
below the lower of (A) the price prevailing just before the date of issuance of the 
regulation or order wabiniies such ceiling price, or (B) the price prevailing dur- 
ing the period January 25, 1951, to February 24, 1951, inclusive. Nothing in 
this paragraph shall prohibit the establishment or maintenance of a ceiling price 
with respect to any material (other than an agricultural commodity) or service 
which (1) is based upon the highest price between January 1, 1950, and June 24, 
1950, inclusive, if such ceiling price reflects adjustments for increases or decreases 
in costs occurring subsequent to the date on which such highest price was received 
and prior to July 26, 1951, or (2) is established under a regulation issued prior to 
the enactment of this paragraph. Upon application and a proper showing of his 
prices and costs by any person subject to a ceiling price, the President shall adjust 
such ceiling price in the manner prescribed in clause (1) of the preceding sentence. 
For the purposes of this paragraph the term ‘‘costs’”’ includes material, indirect 
and direct labor, factory, selling, advertising, office, and all other production, dis- 























CONSUMER COMMODITY PRICES AND MARGIN SPREADS 7 


tribution, transportation and administration costs, except such as the President 
may determine to be unreasonable and excessive (amendment, 1951). 

The provisions of this paragraph shall not apply in the case of a seller of a 
material at retail or wholesale within the meaning of subsection (k) of this section 
(1952). 


This amendment permits adjustments for increases or decreases in 
manufacturers and processors total costs including overhead—rather 
than material and factory labor costs—up to July 26, 1951. To date, 
over 2,300 companies have filed better than 8,200 applications for 
higher ceilings on individual product lines. Since any such ceiling 
increases do not apply to consumers’ prices directly, there is no way 
of measuring or estimating the effect of resulting price increases at 
the retail level. One exception is automobiles for which increases in 
manufacturers’ prices were accompanied by pass-throughs for retail 
dealers, raising the retail price about 4.6 percent on the average. 
Section 402 (e) (ii) 

Exempts from price controls “wages, salaries, and other compensation paid to 
physicians employed in a professional capacity by licensed hospitals, clinies, and 
like medical institutions for the care of the sick or disabled; wages, salaries, and 
other compensation paid to attorneys licensed to practice law employed in a 
professional capacity by an attorney or firm of attorneys engaged in the practice of 
his or their profession (1951). 


Section 402 (e) (vii) 
Prices charged and wages paid for services performed by barbers and beauti- 
cians (1951). 


Section 402 (e) (x) 
Prices charged and wages paid by bowling alleys (1952). 


Exemptions of these services from OPS controls have contributed 
somewhat to past increases in the cost of living. Prices for such 
services have risen slowly for many months and are apt to continue 
upward in the future. For example, between September 1951 and 
June 1952, charges for group hospitalization rose 16 percent; hospital 
rates 9.4 percent; general practitioners’ fees 4 percent; and barbers’ 
fees 8.4 percent. 

Section 402 (e) (v) 

Rates and charges by any common carrier or other public utility, including 
rates charged by any person subject to the Shipping Act, 1916 (Public Law 260, 
Sixty-fourth Congress), as amended, and including compensation for the use by 
others of a common carrier’s cars or other transportation equipment, charges for 
the use of washroom and toilet facilities in terminals and stations, and charges for 
repairing cars or other transportation equipment owned by others; charges for 
the use of parking facilities operated by common carriers in connection with their 
common carrier operations; and (2) charges paid by common carriers for the 
performance of a part of their transportation services to the public, including the 
use of cars or other transportation equipment owned by a person other than a 
common carrier, protective service against heat or cold to property transported 
or to be transported, and pick-up and delivery and local transfer services: Provided, 
That no common carrier or other public utility shall at any time after the President 
shall have issued any stabilization regulations and orders under subsection (b) 
make any increase in its charges for property or services sold by it for resale to 
the public, for which application is filed after the date of issuance of such stabiliza- 
tion regulations and orders, before the Federal, State, or municipal authority, if 
any, having jurisdiction to consider such increase, unless 1t first gives thirty days’ 
notice to the President, or such agency as he may designate, and consents to 
timely intervention by such agency before the Federal, State, or municipal 
authority, if any, having jurisdiction to consider such increase: And provided 
further, That the Office of Price Stabilization shall not intervene in any case 
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involving increases in rates or charges proposed by any common carrier or other 
public utility except as provided in the preceding proviso (1952). 


Higher transportation charges permitted by this amendment place 
upward price pressures on commodities and services throughout the 
ecopomy, at all levels of distribution. Here again the total effect on 
the cost of living is immeasurable because of difficulty in tracing the 
impact of variations in such charges through the marketing structure. 
Section 402 (k) 

No rule, regulation, order, or amendment thereto shall hereafter be issued under 
this title, which shall deny to sellers of materials at retail or wholesale their cus- 
tomary percentage margins over costs of the materials during the period May 24, 
1950, to June 24, 1950, or on such other nearest representative date determined 
under section 402 (c), as shown. by their records during such period, except as to 
any one specific item of a line of material sold by such sellers which is in short 
supply as evidenced by specific government action to encourage production of the 
item in question. No such exception shall reduce such customary margins of 
sellers at retail or wholesale beyond the amount found by the President, in writ- 
ing, to be generally equitable and proportionate in relation to the general reduc- 
tions in the customary margins of all other classes of persons concerned in the 
production and distribution of the excepted item of material. (Amendment 1951.) 

No rule, regulations, order, or amendment thereto shall be issued or remain in 
effect under this title, which shall deny sellers of materials at retail or wholesale 
their customary percentage margins over costs of the materials or their customary 
charges during the period May 24, 1950, to June 24, 1950, or on such other nearest 
representative date determined under section 402 (c), as shown by their records 
during such period, except as to any one specific item of a line of material sold by 
such sellers which is in short supply as evidenced by specific government action 
to encourage production of the item in question: Provided, however, That if the 
antitrust laws of any State have been construed to prohibit adherence by sellers 
of materials at wholesale or retail to uniform suggested retail resale prices, the 
President shall issue regulations giving full consideration to the customary per- 
centage margins of such sellers during the period hereinbefore set forth (1952) 


While the original amendment guaranteed wholesalers and retailers 
their pre-Korean margins, it had no effect on ceilings and margins 
established prior to its enactment. The elimination of “hereafter” in 
1952 makes the provision applicable to all OPS regulations issued pre- 
viously, and permits many increases in wholesale and in retail con- 
sumers’ prices wherever individual ceilings do not reflect pre-Korean 
margins. 

Section 402 (VD) 

No rule, regulation, order, or amendment thereto issued under this title shall 
fix a ceiling on the price paid or received on the sale or delivery of any material 
in any State below the minimum sales price of such material fixed by the State law 
(other than any so-called “fair trade law’’) now in effect, or by regulation issued 
pursuant to such law (1952). 


This amendment, in effect, removes from OPS any jurisdiction over 
the fairness of prices fixed by State minimum price laws. 


Section 402 (n) 

Notwithstanding any other provision of this Act, whenever price ceilings are 
declared in effect on any agricultural commodity at the farm level, the Director 
of Price Stabilization must at the same time put into effect margin controls on 
processors, wholesalers, and retailers, such margin controls to allow the processors, 
wholesalers, and retailers the normal mark-ups as provided under this ke t, except 
that under no circumstances are the sellers to be allowed greater than their normal 
margins of profit. 


This amendment provides that whenever price ceilings are imposed 
on any agricultural commodity at the farm level, margin controls 
simultaneously will have to be imposed on processors, wholesalers and 
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retailers allowing them normal mark-ups as provided in the act, but 
not greater than their normal margins of profit. The amendment 
would also require that ceiling prices at the processor, wholesaler and 
retailer level be lowered whenever the prices at the farm decline. Sena- 
tor Williams, author of the amendment, explained that the purpose of 
the amendment is to assure the farmer of a fair share of the consumer 
dollar and to give to the consumer the benefit of low prices at the farm 
(Congressional Record, June 11, 1952, pp. 7034-7035). 
Section 412 

It is hereby declared to be the policy of the Congress that the President shall 
use the price, wage, and other powers conferred by this Act, as amended, to pro- 
mote the earliest practicable balance between production and the demand therefor 
of materials and services, and that the general control of wages and prices shall be 
terminated as rapidly as possible consistent with the policies and purposes set 
forth in this Act; and that pending such termination, in order to avoid burdensome 
and unnecessary reporting and record keeping which retard rather than assist 
in the achievement of the purposes of this Act, price or wage regulations and orders, 
or both, shall be suspended in the case of any material or service or type of em- 
ployment where such faetors as condition of supply, existence of below ceiling 
prices, historical volatility of prices, wage pressures and wage relationships, or 
relative importance in relation to business costs or living costs will permit, and to 
the extent that such action will be consistent with the avoidance of a cumulative 
and dangerous unstabilizing effect. It is further the policy of the Congress that 
when the President finds that the termination of the suspension and the restora- 
tion of ceilings on the sales or charges for such material or service, or the further 
stabilization of such wages, salaries, and other compensation, or both, is necessary 
in order to effectuate the purposes of this Act, he shall by regulation or order 
terminate the suspension. 


This is a declaration of congressional policy to the effect that wage 
and price control shall be terminated as rapidly as possible consistent 
with the policies and purposes set forth in the act, and that price and 
wage regulations on materials, services, and types of employment 
where relevant factors permit shall be suspended in order to avoid 
burdensome: and unnecessary reporting and record keeping. It is 
further stated to be a policy of Congress that ceilings be restored when 
the President finds such restoration necessary to effectuate the pur- 
poses of the act. 

While the combined effect, if any, of the above amendments on 
consumers’ prices and the cost of living would be very difficult to 
measure, it seems fair to assume that they could encourage upward 
price movements in various areas of consumers’ goods and services, 
if and when the demand increases. Moreover, in the event that any 
new wave of demand should arise, the Government might be hard- 
pressed to prevent serious price advances in these categories. 
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Bur anu of Labor Statistics whol sale mrice index Control status of tndimdual 
ommodities as of Aug. 30, 1952, showing base value weights 


Millions of dollars] 
Group Total , | eek 


rm protucts £3 3 276 $2 G56, 2 $10, 197.2 
Processed foods i ¢ 97.3 2, 308. § 545 £420, 0 


Textiles and appar 


l, power, li 
nicals and pr 
u ind rubber products... 
mber and wood nrroducts.. 
Ip, paper, and allied products 
tals and metal products 
achinery 
Furniture and other household 
urables 
Nonmetallic minerals 
Tobaceo manufactures and bottled 
beverages , ) , 120. 
Miscellaneous ) 


All commodities 13, 747 , 293.9) 9, f , 705.8) 10, 197. 2 


Grand total... 5, 940. § 


| Relative importance percent... 100 


1 Add to all commodities other than farm products and processed foods. 
Key 

E-A 

E-OPS- 


Ss 


Exempted by the Defense Prodnction Act 
Exempted by action of Office of Price Stabilization. 
Susnended. 
Q 
Cc 


uX 
xX 
SCP =Snbject to control under the parity-adjustment provision. 
=Commodities controlled under the parity-adjustment provision. 
C=Controlled. 


id hun 


~ 


Source: Office of Price Stabilization. 


Consumers’ Price Index for moderate-income families, large cities combined, for 
specified dates, by groups 


[1935-39= 100] 


j E Vv 15 ne 15, . 15, 
Group gd ae Ae rato” | 1880" 


All items 
All foods 


Cereals and bakery products 
Meats, pouitry, and fish 
Meats 
Beef and veal 
Pork 
Lamb 
Chicken 
Fish 
Dairy products 


1 5 
— i I or Oo 


no 


Fruits and vegetables 

Fresh 

Canned 

Dried 

Frozen !. 
Beverages ieee 
Fats and oils...._.-.- 
Sugar and sweets... 


eat 


TOO ma 
“3 


PENN OV 


See footnotes at end of table, p. 85. 
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Consumers’ Price Index for moderate-income families, large cities combined, for 
Continued 


COMMODITY 


PRICES 


specified dates, by groups 


Group 
Apparel] 
Rent 
Fuel, electricity, and refrigeration 
Gas and electricity. 
Other fuels 
Ice — 
Housefurnishings 


Miscellaneous ? 


1! December 1950=100. 


2 Includes medical care, drugs, household operation, recreation, 


personal care, transportation, ete. 


{1935-39 = 100] 


ig. 15 July 1 
1952 1952 
201.1 201 
142.3 141 
147.3 146 

9a 0 QS 
209. 0 208 
164. 2 162 
204. 2 204. 

73.2 173. 


AND 


ds 


Aug. 15, | Jan. 15, | June 15, | Jan. 15, 
1951 195 1950 1950 
203. 6 198. 5 184.6 185.0 
136. 8 133. 2 130.9 129. 4 
144.2 143.3 139. 1 140.0 

97.3 97.2 16.8 96. 7 
204. 2 202.3 189.0 193. 1 
157.8 152.0 147.0 145. 5 
210.8 207 184.8 154. 7 
165. 4 162. 1 154. 6 155. 1 
alcoholic beverages, tobacco products, 


MARGIN 


SPR 


Consumers’ Price Index ' for moderate-income families in large cities, 


Wb I-11 


eae All 
City items 
United States average 191.1 
Atlanta, Ga 198. 4 
Birmingham, Ala 198. 5 | 
Boston, Mass_- 183. 0 
Chicago, Tl 55a 196. 7 
Cincinnati, Ohio__-...---.-- 190.9 | 
Cleveland, Ohio 194. 2 | 
Detroit, Mich | 194.2 
Houston, Tex 196. 0 
Los Angeles, Calif. .....- a 192. 0 
Milwaukee, Wis-_-- _ 199. 
New Orleans, La-- 192 
New York, N. Y-- 185. 
Norfolk, Va Lied 195. 
Philadelphia, Pa 191. 
Pittsburgh, Pa-.- 192. 
Scranton, Pa 189. 
Seattle, Wash saad ‘acosatoah 195. 9 
Washington, D. C._--- } 187.4 


PERCENT CHANGE IN UNITED STATES AVERAGE! TO AUG. 15 
SPECIFIED DATES 


July 15 to Aug. 15, 1052.............. | 0. 2 
Aug. 15, 1951, to Aug. 15, 1952_______| 3.0 
Jan. 15, 1951, to Aug. 15, 1962._.._--.- | 5.3 
June 15, 1950, to Aug. 15, 1952____- 1081 
Jan. 15, 1950, to Aug. 15, 1952_____- i 13.6 


porate certain improvements. 


the correction for the new unit bias in rents back to 1940. 


see Monthly Labor Review, April 1951. 


[1935-39 = 100] 


9 


* Ap- 

Food parel 
235. 5 201.1 
238. 0 214.2 
230.8 212.7 
225. 5 185. 1 
241.8 203. 5 
239. 7 199. 2 
245. 5 200.3 
235. 3 195. 7 
242.8 216.8 
235. 3 195. 2 
240. 1 202. 7 
248. 7 207. 7 
232. 5 204. 0 
244.0 190. 8 
235. 4 194. 5 
240.9 226. 5 
237.7 211.3 
239. 0 201.6 
233. 1 220. 2 


0.3 —0. 
3.7 1. 
6.1 1. 
16.0 | 8 
20.2 | 8. 


adjusted series, except where ‘‘Old Series” is specified. 


3 See footnote 2 on preceding table. 


Rent 


0. 
4 
6 
8. 
10. 


onwow 


€ 


| 


Fuel, 

‘leetric, House- 
and  furnish- 
refrig- ings 

eration 

147.3 204. 2 
159. 3 212.7 
137.8 195. 5 
166. 3 193. 0 
138. 7 194.0 
154. 6 187.3 
153. 6 183.9 
155. 7 219. 2 
103. 1 202. 9 
100. 9 200. 5 
152. 4 217.1 
112.0 205. 6 
150.0, 193.8 | 
162.0 201.3 
150. 5 210. 5 
149. 6 206. 2 
160. 3 181. 6 
129.3 206. 3 
156. 0 212.3 


’ 


0.6 | 0 

21) —3.1 
2.8 —1.5 
5.9 10. 5 
5.2 10. 6 





1 Beginning with the indexes for January 1950, the Consumers’ Price Index has been adjusted to incor- 
In addition, indexes for all items and rent have been adjusted to incorporate 
For a complete description of the adjustment 
The indexes and percent changes in this release are based on the 


EADS 85 
























Aug. 15, 1952 
Miscel-| ,A! 
ems 
lane- items 
: s old 
ca 
— series 


} 
| 
| 
' 


173. 2 192.3 
183. 3 197.7 
171.1 201. 1 
166. 5 185. 2 
176. 5 198.9 
72.9 192.4 
169. 1 195. 4 
187.5 195. 4 
172.9 195.3 
172.0 189. 6 
170. 9 199. 6 
153.9 194.7 
173. 1 186. 2 
170. 5 195. 6 
174.0 192. 5 
169. 6 195.4 
161.1 193. 2 
178. 9 193. 8 
175.4 188. 6 
1952, FROM 

| 0.1 —0.1 
4.7 3.6 
6.8 5.9 
12.0 13.0 
11.7 15.2 
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Consumers’ Price Index—control status of items showing percent relative importance 
October 7, 1952 


SUMMARY TABLE Relative 
importance 
Group in the CPI 
Consumers’ Price Index (CPI) items exempt from OPS control by the 

Defense Production Act, as amended___ stisusseceses: . 35.40 
CPI items exempt by action of OPS_-____- : TRS . 60 
CPI items suspended _.- 4,71 
CPI items under OPS ceilings, but subject to parity pass- through 4. 66 
CPI items under OPS control___-_-_- ler ae pct. . 63 


Total 5 ele cg = f : pre ee 100. 00 


Consumers’ Price Index items exempt from OPS control by the Defense Production 
Act, as amended 


FOOD MISCELLANEOUS Percent 


| 
Percent | of total 
Fruits and vegetables: of total | Transportation: CPI 
Frozen foods: CPI | Auto insurance_- 0. 66 
Frozen strawberries__._ 0. 07 | Streetcar fares_.._....... 2.90 
Frozen orange juice___- . 04 Bus fares. . 39 
Frozen peas __ - . 12 Railroad fares... __---- . 65 
Fresh fruits and vegetables: | Medical care: 
Fresh fruits: Physicians: 
Apples -- - - sh . 28 Office visit Peace. wee 
Bananas _ - Sea .47 House visit - an . dl 
Oranges___- . 67 | Obstetrical care _ _ - : 19 
Fresh vegetables: Surgeons: appendectomy - - - 12 
Beans, green _-- . 23 Specialist: tonsillectomy _- 
Cabpaie. ....... 20 Dentist: 
Carrots - — - . 33 Filling - _ - aranOy 
Lettuce _ ___- oa Extraction ___----- 
rom See . 28 Group hospitalization _- 
Potatoes - . Vee Prescriptions _-_- 


Sweet potatoes_... . 15] Household Operations: 
Tomatoes- -__- ; . 69 


Canned fruits and vege- Te lephone _- 
tables: Water rent. 
Canned fruits: Postage _ _ 
es - 99 | Recreation: 

ae , : 
Pineapple a ae Motion picture, adults -___-_- 
Canned vegetables: Newspaper 
Corn id wae enna . Personal care: 
lomatoes - - - Barber shop service: men’s 
> 
Peas_-_ . haircuts - - -- 
_ Baby food . Beauty shop service: wom- 
Dried fruits and vege- en’s plain apes and 
tables: wave _. -- 
Dried fruits, prunes - Be auty shop ‘service: wom- 


Dried vegetables, en’s permanent wave- --- 
navy beans-_ 
Total 





FUEL, ELECTRICITY, AND 
REFRIGERATION 
Electricity 
Qas: 
Space heating-_-------- 
Cther than heating - - -- 
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Consumers’ Price Index items exempt by action of Office of Price Stabilization 





FOODS MISCELLANEOUS 
Fish (fresh or frozen) ---------- 0. 67 | Transportation: Auto license, 
ia acetcaddetaboee onc .68} fees, and registration....__... .0. 24 
Medical care: 
FUEL, BLECTRICITY, AND Hospitals: 
REFRIGERATION Men’s pay ward.-_----- 27 
DO Autita ie ne dos ea nee ee . 20 RRS Sete tas . 32 
Optometrist: Eyeglasses 
CONG Fc oa an . 22 
MONS Gilead cacceteaeecies 2. 60 
Consumers’ Price Index items suspended by Office of Price Stabilization 
CNG i cckdonnebeh dake 0. 17 RECREATION 
HOUSEFURNISHINGS Television, radio, table model_- 1. 00 
RUGS, ASHER iecccseecucces, | + Oe , APPAREL 
RO na «Oe Prem eeneite.. Ota or 0. 18 
HOOROIUNE 6 5 Ua cs docaeee = «aa Girls, anklets meee een nee naeee . 07 
Mattresses bor a I fa ei a ah « al Weeets 6 eee ee eee . 64 
fait SOOCWOEN ooo SSS eked 1. 89 
ROE Scnkanaentncdahas sa ates 4. 71 


Consumers’ Price Index items under OPS price ceilings, but subject to parity pass- 


through 
FOOD 
‘Giaad Dairy products—Continued 
Cereals and bakery products: CPI Milk: 
FIOUr, Wh0Stc. ocak occccsds 0. 58 Fresh, delivered_____.- 
Corn NOKOG 2626 doc cbcdc . 15 Fresh, grocery. .-----. 
Corn meal (stone ground is Evaporated_.......... 
GRONIDG): Saics ccna Bio ees . 04 ta ae |. ae ne 
DOGG, Wales. Soe ecewa wd 2. 13| Poultry: 
VGnlS COORTCB 665s oc winex . 28 Chickens, frying: 
Layer cake and jelly roll_._  . 56 New York dressed_---- 
POOUOU CoS e eines . 08 Dressed and drawn---- 
Beverages: Cola drinks____-._-- . 62 | Sugar and sweets: Grape jelly_-_- 
Dairy products: 
WE cccanicdebaqmascachn 91 ES ci grata hans 
COU 5 on cena eke . 58 
Rie CRON So eee . 54 
Consumer Price Index items under OPS control 
FOOD _——— Froop—continued 
Meats: of total 
Beef: CPI 
Chuck yoast....<-s.<+ 0. 70 | Fats and oils: 
Round steak... -...... 1. 61 Re re each wae abe 
Ma FORM 2224 Sica caw «61 Shortening, hydrogenated _ - 
Frank@urters... i. .... 1. 01 Salad dressing---.-------- 
Hamburger. s...s...-. 1. 33 Margarine, colored or un- 
i a . 38 SOMINe on ace dewon oo 
Pork: 
Ge ices cece eee 1. 02 APPAREL 
Bacon, sliced__._.---- . 49} Wool: 
Pam, Wneole. ......... . 63 Men’s: 
eM tease cece esac . 09 PVOQROOMB Ss 6 occccemuau 
PN I diet veda trudge ove . 87 OME Soca ete a 
Other: ois od tt ee 
Re ba Soiree awe a . O07 le ee eee 
Canned salmon, pink - ~~ --- . 35 IWOGUNNO ss. cue osees 





27547—53——_7 


\ 1.87 
28 


87 


Percent 
of total 
CPI 


2. 24 
1. 68 


Percent 
of tatal 
CPI 
0. 14 
. 36 


. 24 


. 21 


. 24 
14 


. 08 
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Consumers’ Price Index items under OPS control—Continued 


APPAREL—continued 
iad 
W ool—C ontinued fesat 
Women’s: CPI 
Coats, heavy fur-trimmed. 0. 27 
Coats, sport, heavy _--- ~ 49 
Coats, light_____- ee ol 
te alg . 60 
WRI Ss on a is 
Girls’: Coats...... eae - 19 
Boys’: 
LT See eee ee . 05 
NOS nk ee He . 02 
Mackinaws_--_-- dog 10 
Cotton: 
Men’s 
Pe tas aks. es . Ol 
TOOUBINE. 4. so oe bk e . 07 
Overalls, denim _____- .10 
Shirts: 
VOTE ee een 
ot aed 
Co aioe, O7 
SOU 2 ae oe 
Undershirts__......... . 06 
Unionsuits____ a . 04 
Gloves, work. ---_--_- . O7 
Women’s: 
Dresses, street________ pe. 
Housedresses_.__.___~_ hl 
Nignigowns........<8«< . 04 
ee J » 06 
Girls’: 
CO. nn ee ae 
Slips RAYS Tae . 03 
PGI. oh ee cae . 04 
Boys’: 
Jeans, blue denim- --_-- 13 
Shirt: 
REIT aspen Cpten OF 
Polo__- ayes . 03 
Shorts, knit.- oN . 04 
Yard woods....... Bn ace 15 
Dianpers..........< : <a i ee 
Silk, rayon, and nylon: 
Men’s: 
Suits, rayon tropical_-.  . 07 


Women’s: 
Blouse, rayon-__--- 


Ren See a . 66 
Slips Alas kei e tele bh %. ae 
Nightgowns_ -~ - - ‘oc 13 


Panties _ —_ - 
Yard goods- 


1 Less than 0.005 percent. 


| Beer 





APPAREL—continued 


Other garments: 
Men’s: 
DA NON i os a ic 
Jacket, horsehide--__ -- 
Women’s: 
Coat, fur__- 
Gloves, capeskin 
Girdles 


SERVICES 


Laundry services............. 
Men’s: 

Dry cleaning 

pnoe Tepeir... 2. <s 

Women’s: Shoe repair 


ALCOHOLIC 
AND 


BEVERAGES 
TOBACCO 

Cigarettes. ...... - 
Pipe tobacco 


FUEL 


| Anthracite, Pennsylvania__-.-- - - - 


| Range oil____- 


. 18! Living room suite 


. 10} Bedroom suite_ __ ; 
. 09 | Sewing machines, electric_--_--- - 


Bituminous coal___- 
ee ae eS eee eee 
I i er 
Kerosene 


Wood and sawdust. _._....--.- 
Briquets - - - 
Lignite___- 


HOUSEFURNISHINGS 


IR aS 
Sheets ae ee eta eee 
RN as 
Re ne oe Se ote 
Rugs: 
Cotton 
Felt base- 


Dinette suite: 
NE oo hk 
Chrome 


Source: Based on data from the Bureau of Labor Statistics. 


1. 03 


Or 


- “ao 


o5e 


iw) 


. 04 
. 08 
1. 76 


- 10 
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Consumers’ Price Index items under OPS control—Continued 


Percent PERSONAL CARE AND HOUSE- 
: ee wai: SONAL C ISE- Percent 
eer eae ee “ine HOLD OPERATIONS—CON. of total 
i CPI 

Dares: emneabeicis ®. 93 | Face powder -..------------ 0. 31 

I : eee * on. | MARMAPY NAPEING......< <2. 23 
tefrigerators, electric._..._-~-- . 85 : 

ise. adele 6 ASOP DIMM on cae wks. se 

er. oe ee ae at too eee * 55 | Home permanent refill__..___-- . 03 

Dinnerware, 53-piece set_ ~~~ -- o 221m: "ae 

Pan, aluminum 16 Toilet tissue - ----------------- » 25 

ee eae ee gee ee : Laundry soap 

PN ok ict Sk te hd es eck . 04 ab 25 

Washing machines, electric. -__- . 76 ete SHE eebesna mannan _- 

CoN GOiie 5 aS SS . 37 


5 N JG 
MEDICINE AND DRUGS TRANSPORTATION AND 


ere are tT S| 06 RECREATION 
TNT Ss oan as a a adc . 03 7) 
ees Of Suse sc caneaes . 08 Automobiles. - Se ee eee oe 3. 29 
Milk of magnesia 17 Tires - Some Soe ae eee - 24 
Str rar ee . WW ORCI sien s x ot iri lee « . 86 
EOE N22 oi Sean Sk ee 1. 80 
PERSONAL CARE AND HOUSE- I ihn eB Oo _15 
HOLD OPERATIONS Auto repairs ere ee eee 2 66 
TE QUGt GOMES on ete cues . 34 — 
Me OOUNDARO = os te Se oe en .3l ROS ia ne as Coes 42. 63 
CuHart 33 


Seen PRICES AND LOAN RATES 


4 





ee 


oe D 


v= LC 


1940 1945 1950 


BY MONTHS, YEAR BEGINNING JULY * NO. 2 HARD WINTER WHEAT AT KANSAS CITY 


U.S. DEPARTMENT OF AGRICULTURE NEG. 43311-XX BUREAU OF AGRICULTURAL ECONOMICS 
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CORN PRICES AND LOAN RATES 


PER BU. 


COTTON PRICES AND LOAN RATES 
¢ PER Ati 
PD ed | 
a ND 


UY 


Bic Yj 


y 





L 
1930 


1940 1950 
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CHART 36 


FLUE-CURED TOBACCO 


MIL. LBS. 
3,200 


2,400 


¢ PER LB.) 
50-—_+— 





1600 ~~— 


The market basket: Retail cost of 1935 


dollar, 1913-52 


Year and month 


1913-15 average 
1916 

1917.. 

1918_. 

1919__ 

1920_- 

1921 -. 

1922 

1923 ‘ . 
1924 - 
1925-29 average... 
1930 

1931... 

1932 

1933... 

1934 

1935 

1936 

1937 

1938 

1939 

1935-39 average. 
1940 

REE e nee 

1942. 

a 

1944 bei ial ‘ 
1945__.. 

1946__ 

1047 

1948 

SOUS camawnee 
1950__ 


See footnotes at end of table, p. 92. 


0 
MIL. LBS. 
| Disappearance 


| EXPORTS mmZ: 
|800};— 47 








es Oo < 
1950 1920 


YEAR BEGINNING JULY 





714 
A-XXx 


Retail Farm Marketing 
cost ! value ? charges 

$267 $121 $146 

320 143 177 

441 207 234 

| $56 232 224 

511 247 24 

567 244 323 

27 170 257 

408 162 246 

413 164 249 

406 163 243 

| 439 183 256 

422 163 259 

340 120 220 

285 90 195 

277 90 1Sf 

312 106 10S 

347 134 204 

350 141 209 

63 151 212 

320 127 202 

318 122 196 

341 135 204 

319 127 192 

349 154 194 

409 195 213 

459 236 229 

$51 233 230 

459 246 229 

25 279 258 

644 335 308 

690 350 340 

646 308 338 

é 645 308 337 


-39 average annual purchases of farm food 
products by a family of 3 average consumers, farm value of equivalent quantities 
sold by producers, marketing charges, and farmer’s share of the consumer’s food 


91 










































a 


Farmer’s 
share 





Percent 
45 
45 
47 
51 
48 
43 
40 
40 
40 
40 
42 
39 
32 
34 
39 


40 


40 
40 
44 
48 
51 
52 
53 


[01 


48 
48 
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The market basket: Retail cost of 1985-89 average annual purchases of farm food 
products by a family of 3 average consumers, farm value of equivalent quantities 
sold by producers, marketing charges, and farmer’s share of the consumer’s food 
dollar, 1913-52—Continued 





Farm 


Year and month value * 





1950-—January 
February 
March 
April 
May 
June 
July 
August 
September 
October iin ws 
November. .-- 
December... 
-January 
February 
March icaisens : 
APR ect iteiewkenned 





June 

July 
August 
September 
October 
November 
Decem ber 
January 
February 
March 
April_. 
May 


July 

August ‘dunia 
September... 

October omnes 
PEE oo itecvccnvenwion 
December 





Marketing | Farmer’s 
charges 3 share 


Percent 


1 Calculated from retail prices collected by the Bureau of Labor Statistics and the Bureau of Agricultural 


Economics. 


2? Payments to farmers for equivalent quantities of farm produce minus imputed value of byproducts 


obtained in processing. 


’ Marketing charges equal margin (difference between retail cost and farm value) minus processor taxes 


plus Government payments to marketing agencies. 
4 Preliminary. 
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Indexes of wholesale prices for fruits and vegetables and all commodities, July 1949 to 


August 1952, monthly 


[1947-49 = 100] 


Fresh and Canned and 


Alleom- | dried fruits frozen froits Canned 


fruits and 


| 


modities and veg- and veg- ae 
etables etables juices 
1949—July $98. 0 $98. 6 $99. 5 104. 4 
August 98. 2 93. 2 99.2 102. 7 
September 98.3 90. 2 99. 1 101.5 
October 97.9 85.9 99. 0 102. 4 
November 97.8 92.5 98. 5 101.1 
December. 97.7 91.3 94.9 91.3 
1950—January -.. 97.7 90. 1 96.9 96.7 
February 98. 3 88.8 98. 2 100. 8 
March 98. 5 90.9 98. 2 101.1 
i | 98. 5 96.9 97.5 98. 9 
May 99. 6 96. 1 97.7 99. 6 
June 100. 2 89.8 98.0 100. 1 
July ‘ 103. 0 95. 4 98. 7 101.2 
August 105. 2 90 0 101.7 107. 5 
September. 107.1 86. 2 102. 4 109. 3 
October 107.7 83. 6 103. 1 109. 8 
November.. 109. 3 93. 1 101.7 103. 5 
December. - 112.1 95. 7 103. 2 104.9 
1951—January _-- 115.0 90. 8 105. 8 107.8 
February 116. 5 97.8 106. 8 110.0 | 
March___.- 116.5 88. 5 106. 7 110.0 | 
BT son sinks 116.3 | 98. 3 106. 7 109. 9 
May Saal 115.9 | 103. 8 105. 8 107.1 
June. ...... 115.1 | 04.2 104. 4 105. 1 
at Pee 114.2 | 90. 8 103. 5 | 102.3 | 
August-._--- 113. 7 89. 4 103.3 | 102.7 | 
September 113. 4 | 92.8 104. 6 | 105. 0 
October ‘ 113.7 | 96. 1 105. 6 105. 0 
November . 113.6 106. 9 106. 1 104.9 
December 113.5 117.4 | 106. 2 105. 2 
1952—January -- 113.0 121.5 105. 7 | 103. 6 
February 112. 5 | 112.6 104. 8 102. 2 
March k 112.3 | 123.9 104.9 | 103. 3 
BN cca 111.8 27.3 104. 6 | 103. 3 
eee 111.6 128. 9 104. 5 | 103. 1 
tee 111.2 124.2 103. 5 | 102. 8 
July <i 111.8 | 128. 2 103.9 | 108. 6 
August --... 112.1 | 126. 1 105. 3 | 105. 3 
' | 


Source: Bureau of Labor Statistics, Wholesale Price Index. 
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Indexes of retail prices for fruits and vegetables and for all items in the Consumers’ 
Price Index, July 1949 to August 1952 






{1947-49= 100] 





Fruits and vegetables 





Consumers’ 
Month prices, all |—-———- ——_—_——- -— ———___—_—— - == 
items 






All items Fresh Canned Dried Frozen ! 











| 
' 





































1949—July _ . 101.4 102.9 104.9 97.0 92.8 
August... 101.6 9s. 9 100.2 94.2 93.4 
September 102. 1 97.8 99. 1 98.1 93.6 
October 101.5 95.2 95.9 92.5 92.9 
November LOL. 6 4 98.9 100.9 91.9 91.4 
December... . 101.0 97.1 98. 6 91.3 91.2 
1950—January.-..- te 100.6 100.3 108.0 90. 1 91.1 
February. 100. 4 97.6 99.0 89. 7 90.3 
March 100. 7 95. 5 95.8 89. 7 90. 1 
April... 100. 8 97.4 98. 7 89. 5 90. 1 
May 101.3 98.9 101.3 89.3 90. 6 
June 101.8 102.5 106. 4 89. 7 90. 6 
July... 102.9 103. 6 108.0 89. 7 90. 6 
August... 103.7 94.7 93.4 91.6 $2 6 
September 104. 4 91.1 87.2 92.8 93.5 
October 105. 0 92.9 89.0 95.3 96.0 
November. ._. 105. 5 95.8 92.9 | 96. 4 98. 5 
December... - 106. 9 | 99.9 98.3 97.7 101.2 100. 0 
1951—January-.-- ninth 108. 6 104.8 104.3 101.0 103.0 | 100, 2 
Pebrenty....<-c. chen 109.9 | 109.8 | 110.7 103. 8 104. 4 | 100. 8 
March Lcninwpaeeee 110.4 106. 3 104. 6 105.0 | 104.7 | 101.2 
April... i ‘ 110.4 105. 2 102.4 106. 2 104.8 | 100. 2 
May des cca 110.9 | 108. 5 | 107.4 106. 7 104.4 | 99. 6 
SUNG.0.56e , ane 110.8 | 107.7 106. 0 107.2 103. 5 98. 8 
SORT skntcads , 110.9 | 107.0 105. 2 106. 9 102.0 98. 8 
August-..--. enna 110.9 | 102.3 99.1 | 104.3 101.1 | 98. { 
September 111.6 | 100. 4 96.9 103.3 99.9 | 97.5 
October... -- 112.1 | 103. 2 101.7 102. 4 97.9 | 97.5 
November. 112.8 | 109. 5 | 111.4 102. 3 96.8 | 95.9 
December... : 113.1 | 115.8 | 121.1 102. 7 97.2 | 95.0 
1952—January --.- oe 113.1 | 118.2 | 124.8 | 102. 7 | 97.0 | 95. 0 
February - -- pana 112.4 | 109. 5 | 111.2 | 102.9 96.9 | 94.2 
March 112. 4 | 113.7 | 117.8 | 103.1 | 96. 1 92. 5 
April 112.9 121.1 129.4 | 102.8 96.3 | 91.5 
May..-- 113.0 | 124.3 | 134. 4 | 103.0 | 96.3 | 88. 7 
sUMa... -icalds 113.4 | 22.4 | 131.9 | 102.1 | 06. 4 | 90.0 
July-.-- 114.1 | 124.0 134.2 | 102.1 | 97.2 90.1 
August -. 114.3 118.7 | 25.8 102. 3 | 98. 2 | 90.8 


1 December 1950=100. 


Source: Bureau of Labor Statistics, Consumers’ Price Index, 


(The following press release on current price levels in the canned food industry 
was recently issued by the National Canners Association.) 

The following pages document the above facts in detailed form, canned food 
prices are not inflationary—have not been inflationary—and they will not be 
inflationary: 

Congress removed canned fruits, vegetables, and juices from price control 
because the canning industry conclusively established the following facts at 
public hearings last spring: 

1. Canned food production in 1951 was the greatest in history. 

2. Canned food supplies on hand April 1 were the largest in history. 

3. The retail price index for canned fruits and vegetables has been 
consistently under the cost-of-living index and the all food index according to 
calculations of the Bureau of Labor Statistics. 

4. 88 percent of the canners’ sales of fruits and vegetables were at less than 
ceiling prices. 

5. Canned foods meet the price suspension standards developed by the 
Office of Price Stabilization. 

In spite of recurring suggestions by OPS that the steel strike, the drought, or 
other factors will bring about inflationary canned food prices, no runaway situa- 
tions have occurred. In fact, retail canned food prices are less today than they 
were a year ago. Not all items have decreased in price, some have increased in 
price following the fundamental law of supply and demand. When market 
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conditions would permit there have been price increases in response to cost 
increases. 

All indications for the future, barring some unforseen and terrific disaster, 
point to a continuation of stable, noninflationary canned food prices. The facts 
are: 

1. Competition among canners is extremely keen. 

2. Supplies are large. 

3. Production is large. 

4. Current BLS price indexes show that canned fruits and vegetables are 
way below the ali food index and substantially under the cost-of-living index. 

5. The Secretary of Commerce reported on August 13 that a Department 
of Commerce survey “indicates no widespread price increases as a result of 
the drought.” 

6. The most recent report by the Department of Agriculture (The Demand 
and Price Situation, August 8) states that ‘‘prices for most canned fruits in 
the 1952-53 season probably will be lower than in 1951-52” and that ‘“‘the 
release of ceiling prices on canned and processed vegetables had little effect 
on most prices, and current supplies of most items are adequate to meet 
demand at relatively stable prices.” 
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CHART 38 
COMPARISON OF CANNERS AUGUST PRICES WITH 
JUNE 30 OPS CEILINGS 
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Meat production and per capita consumption in United States, 1935-39 average 
annually 1940-51, and preliminary estimates for 1952 } 


Production (million pounds) 


Pork (ex- 
cluding 
lard) 


| Lamb and 


meats | Beef Veal mutton 


1935-39 average dt at ‘ j }, 937 1, 038 | 870 7, 337 
1940. . ; re ; 9, 175 981 | 876 10, 044 
1941 __- siti 3 9, 8, 082 1, 036 923 9, 528 
1942... | 21, 8, 843 1,151 , 042 10, 876 
1943 - - - 24, 48% 8, 57 1, 167 , 104 13, 640 
1004. .... | 25, 9,112 1, 738 , 024 13, 304 
1945 | 23, |. 275 1, 661 , 054 10, 697 
1946 _ - : 22, 956 9, 373 1, 440 970 11,173 
1947 -_ .- is 23, , 428 1, 599 802 10, 601 
1948... i zi, 9, 079 1,412 750 10, 205 
1949 _ 21, 9, 448 1,322 607 10, 333 
1950. - - . 22, 9, 538 1, 230 597 10, 714 
1951 ‘ 21, , 843 1, 061 522 11, 483 
1952 waa a: 22, 9, 600 1, 100 600 11, 200 


Per capita consumption (pounds) 
55 
54 
60 
60 


9 
oz 


56. 
73. 
67. 
63. 
78. 
79. 
66. 


fo. 
69. 
68. 
67. 
68. 
71. 
69. 


1935-39 average 
1940... 
1941 _ 
1942... 
1943 _ - 
1944... 
1045... 
1946 _ .. 
1947__. 
1948 _ . 
(a 
1950- - - 
1951 

1952 


o~ 


“Ib 
os bo 


on OC 
x 
ee 


Oo. < 
59. 
61 
69 
62 
63. £ 
63 
56 


60. 


00 we RD ND 
POO NWO 


-_ eo 
Wow 


. 


on Om 
Rona w 
Soon 
aR Sw GO 


o 
o 


| 
| 
| 
| 
| 
} 
| 
| 
| 


1 Population is adjusted for underenumeration of children under 5 years. Beginning 1940 data exclude 
meat produced in Hawaii and Virgin Islands. Beginning 1941 consumption is civilian only. Units are 
careass weight equivalent; excludes edible offals. 

2 Preliminary. 


Source: BAE, USDA, OPS. 
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Retail value of meat consumed compared with disposable personal income, by years, 
1930 to 1951 

—___—_—_—— 
Retail value of meat con- | Disposable personal income 


| Retail value 
of meat as 
percentage 
of disposable 
income 


5 ed per person ? yer person 3 
Average sumed per person per person 


retail price 
of meat per 
pound ! 


Index 
number, 
| 1935-39=100 | 


; 


Index 
number, 
| 1935-39= 100 
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Value 


| Value 
| 


Percent Percent Percent 
118. $595 | 116.7 
100. 505 | 99. 0 
76. 381 74.7 
71. 358 70.2 
89. 406 79.6 | 
1935 8. ; 96. 8 453 88. 9 
1936 _| 26. 7 | 29. 102. ‘ 613 100. 7 
ah ion since’ 28.9 | 31. ¢ 107. 548 107. 5 
1938 | 5.5 | 27. 95. 8 501 98. 3 | 
| : 97. 6 533 104. 6 
97.6 569 111.6 
114. ¢ 686 134. 5 
130 860 | 168 
140. 963 | 188. 8 
139. ¢ 1, 055 | 206. 9 
130. ‘ 1, 073 210. 4 
176. 1,117 219.0 
258. 1, 169 229. : 
271. 1, 277 250. 
243. 1, 243 | 243. 
254. 1, 339 262. 5 | 
25 | 272. 1, 436 | 281.6 | 
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1 Weighted average of retail prices for all important cuts. Note that this weights the price for each 
meat in each year by the quantity consumed in that year, and that lard is excluded. 

3 Computed from estimated retail weight of each meat consumed per civilian consumer. 

* Computed from income data of U. 8. Department of Commerce, 1929-49. 

4 Data affected by wartime controls, 


Source: BAE, UDSA, OPS, 
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AN ANALYsIS OF PricE SPREADS FOR WHITE BREAD 


By Stanley W. Phillips, Economie Analyst, United States Department of 
Agriculture 


Although farmers’ prices for wheat have declined substantially from the record 
level reached in January 1948, prices of bread have risen further and are at an 
all-time high. The increase in the price of bread can be traced largely to the 
higher costs of baking. Costs of milling flour and of transportation also have 
increased but these items are of lesser importance in the retail price of bread. 
The retail margin bas stayed fairly stable ir. this period. 

The farmer’s share of the consumer’s bread dollar in 1951 was 3 cents lower 
than in 1948. For other articles in the market basket, the farmer’s share in 1951 
averaged only 1 cent lower than in 1948. The recent rise in retail bread prices 
has decreased the farmer’s share still further. 

Advances in bread prices above the record levels of 1951 without a corresponding 
change in wheat prices raises several basic questions regarding processing and dis- 
tribucion charges. These can be summed up in one question, ‘‘Who gets what, 
and why?” 

In 1951, the consumer’s bread dollar was shared about as follows: 

Cents 
Farmers_- 19 


Grain elevators, transportation agencies, and manufacturers of nonwheat 
ingredients__ 
Flour mills 
Bakeries 
Grocers- ~ - - 


Prices received by flour mills and bakeries for their products have been rising 
during the past 6 years but their costs also have increased considerably. With 
respect to labor, the most important cost item, hourly earnings have increased 
steadily. Output per worker has not shown a corresponding rise and employers 
have tended to pass on higher costs to the buyers of their products and services. 
Data on profits are limited to some of the larger companies. For these concerns, 
both flour milling and bread baking, profits before taxes have averaged con- 
siderably higher than in earlier years. After the payment of taxes, however, 
profits have appeared much more modest. In terms of the ratio of net operating 
profit to net sales, the profit position of four large flour-milling concerns in recent 
years has been below 1942 inevery vearbutone. [Exactly comparable figures are 
not available for six large wholesale bakeries. However, net profit as a percentage 
of sales has been below 1935-39 in every vear since except 1946 and 1948. 

Bread prices at all-time high 

The upward trend in wholesale and retail prices of white bread since 1939 is the 
longest continuous rise on record. Price increases were moderate during the 
World War II period of price control but were rapid after controls were removed. 
Retail bread prices in 1945 averaged 14.5 percent above those of 1939, 95 percent 
above in 1951, and 102 percent above in May 1952. 

As might be expected, wholesale prices also rose. <A close relationship exists 
between average wholesale and retail prices in the four United States cities where 
the Bureau of Labor Statisties gathers data on both. These series indicate that 
the retailer’s gross margin has moved within fairly narrow limits and that fluc- 
tuations seem to have been unrelated to price trends. The gross margin increased 
slightly between 1947 and the beginning of the Korean crisis. Since then it has 
drifted about one-third of a cent below the 2.2 cents reached in June 1950. There 
is no evidence that retailers have attemyted to maintain historical margins, either 
in terms of cents or percentege of retail price. On the contrary, this narrowing 
of the gross margin suggests that grocers have met or have anticipated meeting 
buyer resistance. (See table on next page and chart 40, on p. 108.) 
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Bread prices depart from wheat price trend 

Before the war, changes in farm prices for wheat paralleled changes in retail 
prices for bread. Bread prices and wheat prices both advanced in 1946 and 1947 
but early in 1948 wheat prices at the farm declined while retail bread prices held 
firm.! This situation continued through 1949 and the first half of 1950. After 
the Korean war began, wheat prices advanced somewhat but remained fairly 
steady through 1951 and 1952 at about 1948 levels. Bread prices rose on three 
occasions during the past 2 vears: in mid-1950, in the winter of 1950-51, and in 
the late spring of 1952. These advances amounted to much more than the wheat 
price increase and brought an all-time high in bread prices. (Chart 41.) 

Since early 1951, bread prices have been subject to price control, and the two 
most recent price increases were authorized by the Office of Price Stabilization. 
Originally frozen at December 19, 1950—January 25, 1951 levels under the General 
Ceiling Price Regulation, Supplementary Regulation No. 80 to the GCPR, No- 
vember 1951, permitted bakers to raise prices 11 percent over the highest 3-month 
average price reached in 1949. Ceiling Price Regulation No. 135, dated April 
10, 1952, allowed bakers increases of 16 percent over highest prices charged in 
1949, Exact dollar-and-cent increases resulting from each of these regulations 
were passed on to consumers by retailers without regard to any customary mark-up 
percentages. 


Cuart 40 
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NEG. 48722-XX BUREAU OF AGRICULTURAL ECONOMICS 


Farm share declines 

These increases in retail prices have meant some decline in the farmer’s share 
of the consumer’s bread dollar. After the end of World War II this share re- 
mained fairly constant at about 20 percent for grain and 4 to 5 percent for other 
ingredients until 1947 when it moved upward with rising wheat prices. Beginning 


1See Farm-to-Retail Margins for White Flourand White Bread, Bureau of Agricultural Economics, 
December 1948. 
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with the sharp decline of wheat prices in February 1948, the farmer’s share of the 
retail bread price dropped to 18 percent for the flour content and 4 percent for all 
other ingredients. In 1949 and 1950, the farmer’s share for the flour content 
remained at 16 to 17 percent with another 3 percent accounted for by other 
ingredients. In 1950, asharp rise in bread prices accompanied by only a moderate 
improvement in farm prices brought the farmer’s share of the bread dollar down 
to 16 percent for flour and 19 percent for all ingredients. (See table, p. 110.) 

When bread prices and wheat prices moved in opposite directions in 1948 and 
to a lesser extent in 1950-51, the processing and marketing spreads widened and 
considerable interest developed in determining at what point in the marketing 
process the significant changes occurred. The fair degree of constancy prevailing 
between wholesale and retail prices and a smaller percentage mark-up for retailers 
in 1951 and 1952 than in previous postwar years narrowed the search for significant 
increases to the transportation, milling, and baking stages. 


CHarT 41 


YOUR LOAF OF BREAD 
The Retail Price and Where It Goes 


CENTS PER LB. 


ANNUAL 


i Nonflour ingredients 


5.1 Baker's ingredient cost 4.6 


by, 


aker’s & retailer's charges Ne 


Retail price . 
J. S. DEPARTMENT OF AGRICULTURE NEG. 48778-Xx BUREAU OF AGRICULTURAL ECONOMICS 


Factors responsible for bread price increases 


Transportation.—Charges for moving the wheat from farm to mill, usually via 
one or more storage points, and those for moving flour from mill to bakery are 
included in the farm retail price spread. Wheat and flour are moved largely by 
rail. Since June 30, 1946, rail rates on grain and grain products have been raised 
on several occasions. Present rates authorized by the Interstate Commerce 
Commission on this class of commodities average 71 percent higher, for the country 
as a whole, than on the above date.” 

More than half of this increase has taken place since 1948. Transportation 
charges now approximate only one-half cent per pound loaf. However, an 
increase in transportation costs may lead to considerably larger increases in the 
retail price of bread. This results from the fact that millers and bakers often 
calculate their margins as a percentage mark-up of these costs. 


? Monthly Comment on Transportation Statistics, Bureau of Transportation Economics and Statistics, 
Interstate Commerce Commission, June 13, 1952, 
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Pound loaf of baked white bread: Estimated farm value of inaredients, miller’s and 
baker's cost and spread, retail price, and farmer’s share of retail price, annual, 
1939-49, monthly, 1950-52 


Farmer’s 
Farm value Wheat Cost to baker share of retail 
ce) Mill Mill- Bak- price 


miller sales Retail 
: of flour Ye dour and re price?) q 
Grain , of : tailer’s Grain ll 
(flour con | four 4 SPread| Allin- spread (flour A! in- 
; tent)3 Flour ® gredi- ’ gredi- 
con- ; nts ° con- ents 
tent . tent) 


cost to r’s 
’ c 
; r’s 

Year and month = 


Per- Per- 
Cents . Cents cent cent 
1939 36 0). 42 8. < 10 1 
1940 5 36 8. 11 1? 
1941 oa “ j Lé 56 43 s 12 li 
1942 wet ’ 57 ‘ 4s 9. < LS 1 
1943 ‘ : 5 42 9 16 
1944_. : 7 7 YS 46 9 
1945 iN 2. 4 ‘ : 4 
1946 : f y > ¢ 48 
1947 ‘ ‘ 7 3. OF 3.8% 7Y 
1948 : 
1949 
1950 ol 
1951—January 
February 
M irch 
A pril 
May 
June 
July 
August 
Septem ber 
October 
November 
December 


2 bo to te 


Q 
10 
13 
14. ! 
14 
14 


16 
16 
16 
16 
16 
16 
16. : 
16 
16. 
16. 4 
16 
16. : 
16 
16 
16, 
16 
77 18 ; 16 
ay 2.65 | 3.3 73. | 3.45 7 16.8 


nm te be OO 


ane eS 


woo 


on be ON ON 


January 3 

February ) 3. 53 

March y 3 7 3. 53 
y ] > 


xs 


» PBN N NNN NNN K NN Set wo 


ru 


XT 
l 


1 Price received by farmers applied to 0.912 pound of all wheat less imputed value of byproducts 
2 Value at prices received by farmers less byproduct allowances for wheat and other farm products yielding 
redients used in bread baking 
Weighted average wholesale value of 0.912 pound of major classes and grades of wheat used for milling 
6 markets, adjusted to level of cost to miller, as reported in the census of manufacturers, and 

further adjusted to eliminate imputed value of millfeed byproducts 

4 Weighted average wholesale value of 0.649 pound of several types of bread flour in 5 markets adjusted 
mill-sales level as reported in the census of manufactures 
5 Weighted wholesale value of 0.649 pound of several types of bread flour in 5 markets adjusted 
to the level of cost to bakers as reported in the census of manufacturers 

6 Cost of flour, shortening, dry milk, yeast, salt, sugar, malt extract, and mineral yeast food, used per 
pound of bread (1935-39 estimated average formula) adjusted to level of cost to bakers, as reported in the 
census of manufacturers 

’ Estimated national average retail price per pound for both urban and rural areas, based upon retail. 
prices collected by the Bureau of Labor Statistics and the Bureau of Agricultural Economics with adjust- 
ment to consumer purchase survey level 


§ Includes subsidy payment of 0.02 cent per loaf in 1943, 0.24 cent in 1944, 0.32 cent in 1945, and 0.20 in 1946 


bVerTage 


Milling cost increases.—The price spread for flour is the difference between the 
mill sales value of the flour content of a 1-pound loaf of bread and the cost to the 
mill of the equivalent. quantity of wheat after adjustment has been made for the 
value of the byproduct feeds. This spread represents the share of the consumer’s 
bread dollar received by the milling industry. In the postwar period, it has 
followed the farm value of wheat fairly closely. As the farm value declined in 
1948 and 1949 from the 1947 high, the mill spread moved in the same direction 
(above table). Its rise during 1950 and 1951, however, preceded and exceeded, 
percentagewise, the upward trend of wheat prices. The spread in 1951 averaged 
0.80 cent, the highest annual average since 1920. This was 31 percent of the farm 
value of the wheat in a loaf of bread compared to 23 percent in 1946. 


31 pound of baked bread requires 0.949 pound flour which is equivalent to 0.912 pound wheat (71 percent 
extraction) 
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The principal component of the mill spread is labor cost, which has amounted to from 
10 to 15 percent of the mill’s sales dollar. Significant increases in hourly earnings 
have occurred here since the end of World War II. Hourly earnings in 1945 were 
approximately 50 percent above the 1935-39 average but were about 150 percent 
above in 1951. The most substantial increases in hourly earnings took place 
between 1946 and 1947 and between 1950 and 1951, which coincided with the 
periods when the mill spread increased. 


Hourly earnings: Flour and other grain milling industries—average 1935-89, annual 
1939-51 


Hourly earnings ! Hourly earnings ! 


Index Index 
Actual numbers Actual numbers 
1939=100 1939=100 


Average 1935-39 ‘ $0. 57 94.4 147.4 
1939 . ‘ 100. 0 _ . 164.6 
1940 ‘ 101.0 sacha 189.3 
1941 ‘ 105. 6 oF ia 204.3 
1942 , 119.0 ; 217.9 
1943 she “ 132.4 in : poe . 38% 228. 4 
1944 pigietatnsecint ‘ . 84: 139. 3 se - 5 5 . 48% 245.0 


! Includes overtime. 
2? Revision in series beginning 1947—old series: 1947, $1.146. 


Unfortunately, little is known concerning other costs included in the mill 
spread. Undoubtedly, increases occurred here also but means of measuring 
them are lacking. 

An attempt has been made to determine how profitable flour milling has been 
in the postwar years. An over-all picture of profits of the flour-milling industry 
is difficult to obtain. Mills which are predominantly flour makers usually also 
produce a large volume of feeds, trade in grain, and perform certain services such 
as grain storage. Income from all is lumped as “‘operating income.’ Changes 
that have taken place in financial organization prevent the collection of data for 
prewar years on certain important companies. Lastly, comparison of the finan- 
cial data of the various firms is hampered by their use of dissimilar fiscal periods. 

Notwithstanding these difficulties, it has been possible to compute the per- 
centage of operating income to net sales and that of net income (operating income 
less depreciation and taxes) to net sales by years since 1942 for four of the seven 
largest flour-milling concerns. These figures, all based on fiscal years ended 
May 31, furnish a clue to the profitability of the larger mills which supply much 
of the flour bought by large wholesale bakeries. The table reveals for 1942-51 
the average amount of the sales dollar retained by four large flour-milling concerns 
before and after taxes and depreciation. Although net sales have kept rising, the 
proportion of profits has shown no tendency to increase. Taxes and depreciation 
charges have reduced the net to less than 2 cents on the dollar. 

Income, operating and net: Actual and as a percentage of net sales, 4 large flour 
mills, 1942-61 


Income Percentage of net sales 
Year ended May 1931 — alae ein 


Operating Ne Operating Net 


Millions Millions Percent Percent 

ee ‘ ; $4. 68 28 2. 57 
Baltes as 22. 35 5. 71 . 65 2. 09 
1944. 25 5. 04 oan . 56 
1945 4.51 . 98 . 67 
1946 4. 56 72 92 
MP nden es ; 3 6.17 20. 49 2. 99 
1948 i — nt 3. 4.53 21. 98 2. 41 
1949 = ‘ < : 3.49 ». 51 

1950_. 3 
1951 4 


3. 82 15. 93 . 97 
. 39 15. 36 72 


1 Net income equals operating income less depreciation and Federal income taxes. 
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Baking and distribution cost increases—The wholesale baking spread is defined 
as the difference between the cost of the ingredients of a loaf of bread to the baker 
and his selling price for the baked loaf. It represents by far the largest part of 
what the consumer pays for bread. The general trend in this spread since the 
end of the war has been upward. At the beginning of 1948, bread prices advanced 
while ingredient costs dropped, thereby widening the spread at both upper and 
lower limits. The spread was stable in 1949 and early 1950 but when ingredient 
costs began to move upward later that vear, bread prices advanced even more. 

Noningredient costs and profits before taxes have risen much above prewar 
levels and substantially more than ingredient costs. Again, labor costs are a 
principal component. According to the 1947 Census of Manufactures, wages 
paid to production and related workers amounted to 13.3 percent of the value 
of goods shipped by bakeries selling mostly to grocers. Hourly wage rates of 
bakery workers advanced from $0.972 in 1946 to $1.374 in 1951, a rise of 42 percent. 


Hourly earnings: Baking industry, average 1935-39, annual 1939-51 


Hourly earnings ! Hourly earnings ! 


Index Index 
numbers, Actual numbers, 
1939 = 100 1939 = 100 


93.4 : 139 
100, 0 156.! 
102.7 , 172. § 
107.1 187 
116.9 199 
128. 3 207.7 


135. 1 34 221. 


Includes overtime 


2 Revision in series beginning 1947—old series: 1947, $1.079 to 1948, $1.166, 


Based upon Bureau of Labor Statistics data. 


Other baking costs have moved upward as well. The evidence reveals that 
increases have taken place in every cost classification other than that of ingre- 
dients. Between 1945 and 1950, production costs rose approximately 48 percent. 
Selling expense, though not as large an item, advanced 67 percent. 

Profits before taxes have been higher than they were before the war. Although 
they were much lower in 1951 than in 1946, no discernible trend is noted for the 
postwar years. (Chart 42.) 





CONSUMER COMMODITY PRICES AND MARGIN SPREADS 113 


CuHartT 42 


PROFITS OF SIX WHOLESALE 
BAKING COMPANIES 


AS PERCENTAGE AS PERCENTAGE 


OF NET SALES OF INVESTMENT 


30 = 
protal profits 


f 
will 
Y After taxes 





RQ SSE 


1935-39 : 1935-39 | : 1952 
AV. 1946 AV. 1946 1950 


DATA FROM MOODY’S INDUSTRIALS 


U. S. DEPARTMENT OF AGRICULTURE NEG 48723-XX BUREAU OF AGRICULTURAL ECONOMICS 


Baked bread—Cost, price received, and net profit per pound product, 6 large wholesale 
bakeries, 1945-50 


Item 1945 1946 1947 ¢ 1949 1950 


Cost: 
Production: ents Cents | Cents | Cents 
Flour os 2. 5: 3. 48 3.13 3.19 
Other ingredients ) ai : . 54 . 43 1.44 
Manufacturing labor 
Direct. : 1 27 36 1. 48 
Indirect . 7 : 33 44 1. 53 
Wrapping. .-.. ‘ 7 .37 5 . 52 . 55 . 59 


asia oct eel | 5. 55 ). 35 e 14 91 8. 23 
Selling: 

Route men ‘ ; 3 44 
Vehicle expense -- a “a . 25 . 30 
Advertising «a 23 ‘ 27 
Other selling_- 3 3 3s . 50 
Total. 7 ¢ 2. 2 2. 51 
: aS NS 


Ou 


Administration and general 
Total cost_...- sei ~ ; 7 53 10. 06 10. 87 
Average price received st 7. 45 83 10. 46 11. 54 


Net profit before taxes - - s eS aiden .30 . 40 . 67 


Based on data in press release of Senate Agriculture and Forestry Committee, information obtained in a 
conference with the committee’s staff, and data taken from Federal Trade Commission reports. 


In the postwar years, the baker’s share of the consumer’s bread dollar has been 
great enough for upward changes in their costs and profits to become controlling 
factors in the movement of bread prices. The combined shares of farmers and 
retailers are approximately half of what the bakers receive. Consequently, con- 
siderable change must take place in farm prices of wheat and retailers’ gross mar- 
gins before any appreciable effect is produced on the price of bread. In seeking 
an answer to the ‘‘why”’ of higher postwar bread prices, it is significant that little 
change has taken place in wheat prices or the retailer’s spread but that big in- 
creases have taken place in the baker’s costs and margins. 
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act. 

Respectfully submitted. 


; 
j 
i 
“a 
© 
4 
4 
: 
% 
% 
‘ 
‘ 


ei BE se cae 


Burnet R. MaysBank, Chairman. 
Pau. Brown, Vice Chairman. 


Vv 











Report 
No. 3 


83p CoNGRESS SENATE 
Ist Session 





SECOND ANNUAL REPORT OF THE ACTIVITIES OF THE 
JOINT COMMITTEE ON DEFENSE PRODUCTION 


JANUARY 9 (legislative day, JANUARY 7), 1953.—Ordered to be printed with 
illustrations 


Mr. Maypank, from the Joint Committee on Defense Production, 
submitted the following 


REPORT 








omen? oe paar net proeypEtay Tere 





ARAN I aN AAS PE 


ih lo RAE 


Sats 3 


4 
4 
2 
ud 





Sica et i aac 















SECOND ANNUAL REPORT OF THE ACTIVITIES OF THE 
JOINT COMMITTEE ON DEFENSE PRODUCTION 





INTRODUCTION 


Under the Defense Production Act your committee is directed to 
make a continuous study of the programs authorized by the Defense 
Production Act, and to review the progress achieved in the execution 
and administration of such programs. The Joint Committee on 
Defense Production was established under this act, to be composed 
of five members from the Senate Banking and Currency Committee 
and five members from the House Banking and Currency Committee. 
The act provided control powers which were considered necessary to 
prevent inflation and to expedite national defense production. 

The First Annual Report of the Joint Committee on Defense 
Production was issued on October 19, 1951 (82d Cong., Ist sess., 
S. Rept. No. 1040). 


SprciFic CoMMITTEE ACTIVITIES 


Your committee during the past 12 months has held 9 sessions of 
hearings and has published 11 progress reports. These hearings and 
reports dealt primarily with the following general subjects: 

Price Controls, Allocations, and Priorities 

Steel, Copper, and Aluminum Allocations Survey 

Atomic Energy Program at Savannah River Plant 

Machine Tools 

Domestic Requirements and World Supply of Steel, Copper, 
and Aluminum 

Electric Power Study 

Controlled Materials 

Defense Activities of the Department of Commerce 

Defense Manpower Policies 

Proposed Canadian Purchase Agreements for Aluminum 

Aluminum Program 

Current and Future Defense Activities 

The general subjects covered by hearings and staff studies are here- 
with summarized under individual headings: 


PRICE CONTROLS——-HEARING 


On November 26, 1951, Michael V. DiSalle, Director of the Office 
of Price Stabilization, appeared before the committee to give a résumé 
of what had transpired with respect to the Defense Production Act 
in the Office of Price Stabilization. The President had just made the 
statement that an inflationary spiral had begun again. 

It was stated that the highest priority was being given to the prep- 
aration of tailored regulations. A tailored regulation is typically 
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prepared for a particular industry or segment of an industry and takes 
account of its particular problems and practices. It applies to a 
narrower range of products than the regulation it displaces; it provides 
pricing methods which conform more closely to historical differentials; 
it removes inequities to the maximum extent; it recognizes various 
trade practices; it provides specific prohibitions or other restrictions 
on the partic ular evasive practices most likely to occur in the industry 
or trade affected; it specifies better adapted record-keeping provisions; 
it provides more effective procedures and is more enforceable. 

The methods of OPS for the carrying out of section 402 (d) (4) of 
the Defense Production Act were discussed at length. This amend- 
ment fixes ceiling prices for nonagricultural commodities or services. 
Mr. DiSalle stated that up to July 26, 1951, all cost increases must 
be reflected in price increases, but after July 26, 1951, the OPS had 
discretion in granting price increases, and absorption is required 
wherever the earnings position of a company or industry permits the 
absorption of that cost increase. 

Under the provision of the law which provides that all regulations 
must be fair and equitable, the formula which has been followed would 
not allow an industry to raise prices if its dollar profits amounted to 
85 percent of the average of the three best years between 1945 and 
1949. 

Mr. DiSalle expressed the opinion that as a general rule price levels 
could be maintained after cost increases up to July 26, 1951, were 
absorbed into the economy. However, it was pointed out that 
increases had been granted to stimulate production of machine tools, 
for wages which were depressed prior to June 1950, and for the Maine 
sardine industry and the Texas citrus fruit industry in order to keep 
these industries operating. The committee was advised that outside 
of increases in parity prices, increases in the prices of imported com- 
modities, and increases recommended by the Office of Defense Mobili- 
zation as being necessary for production reasons the committee could 
rest assured that OPS would not grant price increases except those 
required under the law. 

The question arose as to why OPS did not decontrol prices of those 
commodities which bad fallen substantially below ceiling levels. It 
was said that it takes time to consult industry advisory committees, 
study all relevant facts, and to write regulations that are both fair 
and effective. Another barrier to decontrol of important commodity 
prices is its effect upon wage controls. Decontrol of prices in a 
major segment of the economy would create strong pressures for 
decontrol of wages of workers in that area of the economy. 

The conclusion of OPS at the time of the hearing was that it was 
not, at that time, safe to decontrol any major segment of the economy. 
OPS proposed to maintain ceilings, adjusting them upward where 
required and continuing to make reductions where those reductions 
are fair and reasonable, quite independently of market conditions. 
Ceilings will not be lowered simply because market prices decline 
below them. And where ceilings that are above the market are 
lowered, they will not necessarily be lowered to existing market levels. 
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STEEL, COPPER, AND ALUMINUM ALLOCATIONS—PROGRESS REPORT 

In January 1952, a survey was made of steel, copper, and aluminum 
allocations by your committee. The responsibility for allocating 
scarce materials is a vital one. In an economy as complex as ours 
the job of deciding the quantities of materials necessary to assure the 
completion of defense production on schedule, of balancing machinery 
and equipment with the construction of new manufacturing facilities, 
of appraising relative urgencies and putting first things first, and of 
assuring an output of components such as bearings and motors in 
quantities sufficient to meet production schedules fer end products 
is an assignment of the greatest difficulty. It was recognized from 
the beginning of the current mobilization program that every operating 
agency was in a position to contribute to the decision- -making process, 
and that their advice must be used in reac hing decisions. 

The policy which has been followed by the Defense Production 
Administration is as follows: (1) The real needs of the Atomic Energy 
Commission and the Department of Defense should be met; (2) the 
strategic programs should be supported, particularly those with long 
lead times, such as the power-expansion program; (3) less esse ntial 
construction should be deferred to the maximum extent in order to 
free structural steel for more essential projects; (4) the civilian 
economy should be maintained at the highest possible levels consistent 
with the foregoing considerations, with the view of avoiding large 
pools of unemployment and protecting small producers; (5) to properly 
correlate the needs of the military, industry, and other essential 
programs; (6) support of essential component production; and (7) 
conservation of materials to the maximum extent possible without 
jeopardizing defense production or the maintenance of the civilian 
economy. 

It was DPA’s belief that it was preferable to permit all manufactur- 
ers, including those who make nonessential civilian goods requiring 
copper and aluminum, to operate at low levels rather than to put them 
out of business entirely by absolutely prohibiting the use of materials 
in short supply in less essential products. 

The controlled-materials plan became fully operative for the first 
time in the fourth quarter of 1951. The combined staffs of the DPA 
Office of Programs and Requirements, the NPA Metals and Minerals 
Bureau, and the NPA Policy Coordination Bureau, and each claimant 
agency whose program was under discussion met to analyze programs 
and requirements. At these meetings an effort was made to explore 
thoroughly with each claimant the way in which requirements were 
calculated, the needs for specific controlled-material shapes and forms, 
program levels supported by requirements, time phasing, the relation- 
ship of one claimant’s program to programs of other claimants, 
degrees of essentiality among programs, possible deferrals in parts of 
programs, possible conservation savings, duplication among claimant 
programs, and the validity of material requests to support given 
program levels. 

In the first quarter of this program demand and supply were ex- 
tremely unbalanced. The demand for carbon steel was 156 percent 
of supply, alloy steel 159 percent of supply, stainless steel 168 per- 
cent of supply, brass mill products 175 percent of supply, wire mill 
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products 166 percent of supply, foundry copper products 189 percent 
of supply, aluminum 177 percent of supply, structural steel 205 per- 
cent of supply, and steel plates 180 percent of supply. Reductions 
had to be made in programs of claimant agencies to levels far below 
stated requirements. No matter how equitable and reasonable the 
final distribution of materials, claimant agencies could not be expected 
to be pleased. There were sharply increased demands for the Atomic 
Energy Commission and the Department of Defense. To maintain 
balance among the different programs and the determination of how 
much of a program could be deferred have been difficult problems. 
The further question was presented as to the extent to which the 
Department of Defense contractors could consume controlled materials. 

The actual allotment of these controlled materials to individual 
applicants have followed two methods of determination depending 
upon the industry field concerned. The first method, applicable to 
nonconsumer type goods, utilizes a series of ratios and factors arrived 
at by comparison of present and past requirements and comparison 
with average demands to determine as closely as possible a share of 
the available materials directly proportionate to the applicant’s re- 
quirements, given the established level at which the industry may 
operate in view of the quantity of materials available. The second 
method bases allotments upon pre-Korean base period consumption. 
It is used chiefly in the field of consumer durable goods and related 
products. Generally the basis for allotment of materials for indus- 
trial expansion are those of degree of necessity for defense and the 
extent of completion where projects are already under way. Under- 
way projects are classified according to the degree of completion and 
the quantity of structural steel needed for completion. 

There have been uncertainties in connection with steel, copper, and 
aluminum. In the case of aluminum there have been power short- 
ages, in the case of copper there has been the problem of maintaining 
an adequate flow of scrap to the brass mills and foundries, and the 
estimated supply of steel is dependent upon sufficient supplies of scrap 
metal. 


SAVANNAH RIVER PLANT OF ATOMIC ENERGY COMMISSION——-HEARING 


On November 27, 1951, your committee held a hearing with the 
view of obtaining facts pertaining to defense production at the Savan- 
nah River plant of the Atomic Energy Commission. Just prior to 
this time a number of newspaper articles had appeared which were 
critical of the operations of this plant. Chairman Gordon Dean, 
and Commissioners Sumner Pike and Keith Glennan, of the Atomic 
Energy Commission, and others appeared before the committee. 

On October 18, 1951, the chairman of your committee was successful 
in securing the services of Rear Adm. Carl H. Cotter for the purpose 
of investigating prevailing conditions at the Savannah River plant, 
with particular reference to the engineering and construction aspects 
of the work. Admiral Cotter was considered to be well qualified to 
conduct this investigation on the basis of 30 years’ service as an active 
officer in the Corps of Civil Engineers of the United States Navy, and 
his knowledge of construction problems and business practices. Mr. 
John L. Douglas, staff member, and Mr. Daniel L. O’Connor, consultant 
and former FBI agent, also participated in the investigation. The 
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investigation went into various phases of the project and all questions 
asked by the investigators were answered in a prompt and frank 
manner. : 

The prime contractor is E. I. du Pont de Nemours & Co., Inc. The 
reason for getting the du Pont Co. into the picture was due to 
the fact that it was the only outstanding chemical concern in the 
country at that time which was not in the program. It has unlimited 
resources, the required specialized experience, and well- trained tech- 
nical and construction personnel. At their headquarters in Wilming- 
ton, Del., there is a force of 1,800 technical and scientific employees. 
Under normal circumstance es, a construction project could be more 
economically achieved by competitive bids among selected and com- 
petent contractors. This system, however, requires preparation 
before the advertising of detailed plans and specifications. In this 
case, conditions are not normal, security requirements must be cen- 
tralized, time is of the essence, and the delay incident to the prepara- 
tion of detailed plans and specifications could not be considered. 

On the site, there was a supervisory group of approximately 80 
du Pont employees representing conservatively 1,500 years of con- 
struction experience who have an average service of from 10 to 15 
years each with the du Pont organization. In addition some 800 were 
employed in the technical and field-engineering group throughout the 
several areas. 

Work was carried on 5 days per week, 9 hours per day, and premium 
time had averaged less than 5 percent of the total payroll. Manage- 
ment apparently recognized well-established rules and regu!ations 
customary in the industry as they affect the several crafts and did 
not permit special considerations beyond those well-established 
practices. 

Construction subcontracts have been awarded for railroad, grading, 
road construction, electrical engineering, and concrete supply. Sub- 
contracts for engineering design have been at fees less than the scale 
published by the American Society of Civil Engineers and the American 
Institute of Architects. Work stoppages have been negligible. Con- 
struction of the railroad was about 5 weeks behind schedule at the 
time of the investigation due to a delay in the receipt of steel rails, but 
delays were reported to have been few. 

It appeared evident that the management was cost conscious. 
Spot checks of actual unit costs on various operations were tabulated 
and compared with the estimated costs. The element of competition 
between areas had been developed to a high degree. Daily and weekly 
average field ratings of employees in each area were made and dis- 
tributed. The activity of the men left a favorable impression. The 
decisions of the engineering force were found to have been made after 
careful engineering studies as to the economics of the method in 
question. 

The prime contractor did not maintain rec ruiting offices in various 
cities, a customary procedure on projects of this magnitude. The 
American Federation of Labor was used by the management as a re- 
cruiting organization and made recommendations for filling manpower 
requirements. Management considered that as a result. of this ar- 
rangement recruiting costs were very much lower. This method has 
been the cause of adverse criticism. 
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The qualifications of subcontractors appeared to have been care- 
fully checked as to personnel, equipment, financial standing, the size 
of jobs they had successfully completed, and their general reputation 
and integrity for good work. 

Some diffic ulty “had been encountered in getting deliveries of steel, 
and at times there were some idle men as a result. 

The investigation covered many other phases of the operation at the 
Savannah River plant, including housing, land acquisition, competitive 
bids, plans and specifications, organization, personnel, record sys- 
tems, warehousing, fees paid, employment methods, safety provisions, 
planning and se he sduling, security and appropriations. 


MACHINE TOOLS—-PROGRESS REPORT 


This committee on January 23 issued Progress Report No. 13 cover- 
ing the subject of machine ‘ale. The first part, after an introduction, 
dealt with the historical background of the industry, the defense 
requirements, the productive capacity existing, and the basic industry 
problems. In the second portion of the report attention was given 
to the actions to overcome bottlenecks, Government reserves of tools, 
subcontracting, and the manpower situation. Part 3 was devoted 
to the financial aspects of the program with particular reference to the 
functions of the General Services Administration. 

In the introduction it was pointed out that the security of the Nation 
rests in a large measure on machine tools. Defense projects were, 
at the time the report was written, waiting for tools but the various 
programs undertaken to obviate the bottleneck were well on the way 
toward solving the problem. 

The history of the machine-tool industry has been one of feast and 
famine. During World War II production reached a peak in 1942 of 
$1,320,000,000 but dropped in 1949 to $249,500,000. At the time of 
Korea, the machine-tool industry was at a low ebb. Employment 
was down to 37,000 workers, the lowest in over a decade. Govern- 
ment officials, at that time, did not consider machine tools to be a 
serious problem. One reason for this optimism was the vast quantity 
of tools in reserve inventories held by the services and the General 
Services Administration. Secondly, insufficient attention was given 
to the change in designs of weapons of war. Such changes required 
new machine tools and made obsolete many of the thousands of tools 
in reserve. 

The report examined the difficulty of ascertaining exactly what 
were the over-all requirements for machine tools for a given period, 
as a basis from which to calculate the capacity necessary to meet 
such demand. The armed services themselves buy very few machine 
tools. Their contracts are for the production of end items and the 
contractors decide what kind of tools must be used to build individual 
components. Contractors are reluctant to order tools until the con- 
tract for the end item is awarded, Furthermore, different contractors 
would have different ideas as to the type of tool required since machine 
tools are extremely flexible. 

It was quite some time after Korea before an expansion was noted 
in the machine-tool industry. There were several factors which held 
the industry back. One was the financial condition of the industry 
due to the declining demand for its products after World War Ii. 
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The sale of thousands of Government-owned surplus tools after World 
War II had aggravated this condition. The industry had insufficient 
capital to finance large inventories and to increase their facilities. 
The industry claimed that the Government’s renegotiation policy 
was partially responsible for this situation. There was a lack of 
proper Government financial aid, since under the Assignment of 
Claims Act, as in force at the time of Korea, claims of the United 
States were prior to those of an assignee and hence commercial banks 
were reluctant to make loans to machine-tool builders. Builders were 
afraid of overexpansion because they had seen their plants stand idle 
during recent years. For some months after July 1950 they continued 
to favor their civilian customers. Long delays were experienced in 
obtaining approvals for certificates of necessity. The general price 
freeze on January 26, 1950, caught the machine-tool builders with a 
pricing structure that made it almost impossible for them to operate. 
The ceiling price was fixed at the delivered price as of that period. 
Since most machine-tool builders required a long lead time, deliveries 
made in January 1951 were at prices quoted prior to Korea, the low 
point of the industry for many years. As noted later, it was not 
until August 1951 that a price adjustment was worked out which was 
satisfactory to the industry. Shortage in skilled manpower was a 
continuing problem. Material shortages began to develop. 

The report attacked each one of the problems mentioned and set 
forth the steps taken by the Government agencies to solve them. In 
the field of distribution the National Production Authority issued a 
basic regulation on February 28, 1951, requiring each manufacturer to 
schedule 70 percent of his monthly production to service contractors, 
with the remaining 30 percent to be used first to fill rated orders from 
other purchasers ‘and then if any balance remained to fill unrated 
orders. Provision was made in the order to divert deliveries from one 
customer to another and to freeze a manufacturer’s schedules for a 
3-month period. In November of 1951 the regulation was amended 
to channel virtually all machine tools into direct military and defense 
supporting production. Order boards have been submitted to NPA 
since April of 1951. From these order boards NPA was able to expe- 
dite by diversion deliveries of tools to defense contractors. 

On July 9, 1951, Mr. Charles Wilson, Director of Defense Mobiliza- 
tion, issued a directive setting forth measures to be taken to increase 
metal-working tool production. In the implementation of this di- 
rective, action was taken by a number of agencies. 

The Office of Price Stabilization in August 1951 revised its regula- 
tions to permit machine-tool manufacturers to increase their base- 
period price by 12 percent before adding further adjustments for in- 
creased cost of labor, materials and subcontracting. 

NPA acted to give machine-tool builders priority in diversion actions 
to see to it that machine-tool builders got the necessary machine tools 
to build other machine tools. NPA, also, under its controlled-ma- 
terials plan, gave allotments at a high level so that the industry had 
sufficient tickets to get the materials needed. In addition, it granted 
a new program symbol Z-2 which had elements of pre ference over 
symbols allotted to other manufacturers. Since those steps were 
taken, there have been only isolated problems for the machine-tool 
industry i in the materials field. 
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On the financial front the Assignment of Claims Act was amended 
on May 15, 1951, and in September 1951 simplified procedures were 
adopted for Government guaranty of V loans. The pool-order pro- 
gram, which was initiated in February by NPA, was made more 
attractive to the machine-tool industry in August 1951 by the addition 
of a provision permitting advances up to 3( percent of the amount of 
the contract. This program, which was similar to one carried on by 
the Defense Plants Corporation during World War II, was a device 
whereby the Government in effect underwrote the production of 
machine tools. NPA recommends the size, type, quantity, etc., of 
items to be ordered from each producer. General Services Adminis- 
tration acts as the contracting party for the Government. Under the 
terms of the contract the Government, through General Services 
Administration, agreed to take delivery of a tool if at its completion 
no user had appeared with a demand for the spec ific tool and to pay 
the manufacturer 82% percent of the producer’s list price. The tool 
was to be stored and if the manufacturer subsequently obtained a 
customer for it, he could sell it, refunding to GSA the moneys received 
for it. If GSA removed the tool from storage and placed it in use, 
GSA would pay the manufacturer an additional 7% percent. In the 
event of termination of the contract GSA is obligated to pay to the 
producer all manufacturing costs attributable to machine tools not 
covered by a firm order at the date of termination. As of December 
31, 1951, a total of 127 machine-tool pool contracts had been tendered, 
covering 74,295 tools valued at $1,165,000,000. 

In addition to its pool-order program GSA, again acting on the 
recommendation of NPA, leased machine tools owned by the Gov- 
ernment to defense contractors. In the labor field vigorous action 
was taken by the Department of Labor’s Defense Manpower Admin- 
istration to curtail the pirating of workers, recruiting of skilled and 
semiskilled workers, and encouragement of training programs. 

In conclusion the re port stated that the major bottlenecks to pro- 
duction had been broken and that the machine-tool industry would 
expand its production month after month. It was suggested that the 
pool order contracts be modified to remove a requirement that interest 
be paid on advance payments and that provision for profit be made 
on incompleted tools. It was also suggested that a renegotiation 
policy be laid down for the machine-tool industry. The problem of 
pirating skilled labor was also mentioned. Though there has been 
discussion between the Government agencies involved and the ma- 
chine-tool industry, the basic pool order contract has not been changed 
and seemingly the industry is operating satisfactorily under its 
present terms. 


ELECTRIC POWER STUDY-——-PROGRESS REPORT 


Shortly before the adjournment of Congress, in October 1951, your 
committee directed its staff to conduct a study of the electric power 
program to determine its adequacy to support defense mobilization 
needs. Data were obtained from agencies of the executive department, 
State and Territorial regulatory commissions, local and regional 
associations, publishers interested in the electric power industry, 
operating electric utility companies, and industries using elec tricity 
in defense work. Progress Report No. 15 of the Electric Power Study 
was ordered printed January 15, 1952. 
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There seems to be general agreement that the requirements for 
electric power presently outstanding and foreseeable within the next 
few years are running a neck-and-neck race with capability. DEPA, 
Edison Electric Institute, and Electrical World estimated the total 
1951 capacity available at approximately 75 million kilowatts. These 
are statistics for Nation-wide capability and do not point up the areas 
of critical shortage, because electric power is not interchangeable 
among all areas. In the past calendar year, shortages developed in 
the Pacific Northwest, the Southeast, and in the Pittsburgh, Pa., 
industrial area. Shortages also threatened in the Texas area. 

All companies and agencies in the electric power industry had 
planned for expansion of capacity beyond the present supply. This 
was in accord with recommendations in the 1950 report of the National 
Security Resources Board that power system executives and Govern- 
ment officials take advantage of open capacity to bring generating 
reserves and transmission ties to fully adequate levels. 

Those in charge of allocation policy must give due recognition to 
the vital need for electric power as an essential ingredient in the 
formula for successful defense mobilization. The exact amount of 
power required is a matter subject to honest differences of opinion. 
The question was and still is how much power do we need as dis- 
tinguished from how much power can we get in an allocated economy. 
Your committee agreed that the armed services must get first priority; 
however, policy makers cannot afford to underestimate the need for 
adequate electric power to produce the items needed by the military 
services. In the face of current and past predictions that the Nation 
faces a power shortage by men competent in this field, especially in 
the Southeast and the Northwest, our policy makers both in Govern- 
ment and in industry must give full recognition to the lead-time 
factor. 

The Administrator of DEPA has forecast that by the end of 1952 
total generating capability will be slightly less than the total capacity 
requirements even if the whole 1952 program is achieved. Approx- 
imately 10 kilowatt-hours of electricity is required to manufacture a 
single pound of aluminum. With current discussions of an increase in 
Air Force strength, with its accompanying demands for more alumi- 
num, it should be borne in mind that this in turn will greatly increase 
the demand for electric power. The Nation cannot afford to under- 
estimate electric power requirements. The Defense Production 
Administrator appointed a four-man committee from nongovern- 
mental circles to advise him on an electric power expansion program 
adequate to meet defense needs. It is imperative that they take the 
immediate action needed to bring that increased capacity into being 
on time. It will then be necessary to make the increased allocations 
of raw materials required to effect the increased capacity consistently 
with other urgent programs, even though this means diverting these 
materials from some other program less essential to the national 
defense. 

The report brings out that more hydroelectric power should be de- 
veloped, with first consideration to the projects in those areas likely 
to have a shortage of power for the production of defense items. Lead 
time is required for planning these projects. No new hydroelectric 
project which has come to the attention of the committee could be 


completed in time to help meet the power needs in 1952 and 1953. 
27546—53—_2 
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The longer the initial stages of planning hydroelectric power develop- 
ments are delayed the longer it will be before the Nation obtains the 
benefit of their power potential. Because the amount of energy 
produced by a hydroelectric power plant varies directly with the 
amount of rain water which feeds the stream on which it is situated, 

it is necessary in the interest of a well-rounded adequacy of elec trie 
power that due consideration be given by appropriate authorities to 
complementing hydroelectric plants with thermal plants. 

From the standpoint of making best use of existing facilities, 
maximum interconnection of power systems is advocated where this 
will result in a practical medium for making electric power produced 
by one system available in an area served by another. 

On the basis of past experience, only comparatively minor amounts 
of electric energy can be saved by such means as curtailing domestic 
consumption and brown-outs of électric signs and munic ipal lighting. 
Another form of conservation would be the invoking of a national 
system of daylight-saving time to reduce the peak ‘load on power 
systems. However, estimates of power saving possible from this move 
range from three-fourths of a million kilowatts to around 2 million 
kilowatts for the Nation. DEPA notes that conservation through in- 
creasing nighttime operation of industry offers hope of only small 
savings of power. Unfortunately, sizable amounts of electricity in the 
past have been conserved only by cutting back industrial production. 
This leads to the necessity of establishing : a priority system of national 
usefulness of industries in the area where the cut-back is to be made. 
Economic dislocations would be caused by increasing unemployment 
and business failures in a period when neither could be remedied 
because of a lack of sufficient energy. It would be difficult to de- 
termine which particular industries should be allowed to continue to 
operate. No large supply of power can be made available by addi- 
tional interconnection of systems. "We must consider the only 
method left—construction of new power facilities—and make every 
effort to.arrange for completion according to schedule. 


DEFENSE MOBILIZATION—PROGRESS REPORT 


On November 27, 1951, and on January 9, 1952, Charles E. Wilson, 
Director of the Office of Defense Mobilization, appeared before the 
committee to summarize the progress of the defense mobilization 
program. 

Mr. Wilson stated that there have been two kinds of criticism 
which are 180° apart. One was that the mobilization program, since 
we were not at war, was going too fast and that the American people 
were being asked for sacrifices far beyond what they should do. The 
other view was that the country should go all out in its mobilization 
effort without any understanding of what going all out would do for us. 
The course which has been followed does not recognize either of these 
views as being the proper course to follow. 

Mr. Wilson stated that the Defense Department has had first call 
on strategic materials—aluminum, copper, steel, and alloy steels. 
Practically everything needed has been given to the military to meet 
their schedules. The structural steel capacity of the country has 
been inadequate to allot all of the steel which would have been de- 
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sired to increase the productive base of the country for the military. 
A very considerable amount of steel has been allotted for the second- 
ary line of defense, such as agricultural machinery and nitrogen plants 
for food production. Considerable amounts of structural steel, cop- 
per, and aluminum have been made available for the necessary in- 
creased power and generating requirements. It was stated that over 
a period of 3 or 4 years we ‘must increase the power generating and 
distribution capacity of the country by approximately 40 percent, 
which will take a vast amount of material of the kinds needed for 
direct military requirements. Steel, aluminum, copper, and labor 
are being allotted in an effort to achieve this 40-percent increase. 

The military requirements in certain categories were up to the very 
limit of our supply. In spite of our best efforts we have not been 
able to bring up the supply of nickel to meet the requirements, and 
great difficulty was anticipated in meeting the military demands for 
nickel-bearing steel for the aircraft program. Mr. Wilson stated that 
we must find increased supplies of cobalt and columbium as fast as 
possible. We have gone to great lengths to increase the supply of 
nickel, principally offshore. The Cuban nickel source has been re- 
activated and additional steps taken to vastly increase its potential 
output. It takes many months to bring in a new substantial source 
of supply. 

When the vastly increased military program came into being our 
machine-tool produc tion was behind. This affected the production 
of certain end items of military requirements. The bulk of the ap- 
propriations did not become available until 1951. They covered 
airplanes and tanks of fantastic designs, many of which could not 
use the machine tools that industry owned or that had been stocked 
by the military. It was not known what designs would be required 
until the planes and tanks had been designed. It was then found 
out in a normal production and engineering way the kind of too!s 
that would be required. 

Most of the planes the military fought with in World War II were 
conceived before Pearl Harbor. Many of the planes on which we 
have been attempting to steam up production were in the design stage a 
year ago. The actual time from conception to full-scale production 
of a modern fighter plane is 5 years. The airplane of the 1952 vin- 
tage requires five times the design time, man-hours for design, and 
man-hours for production as was required in the last war. New com- 
panies have been encouraged to get into machine tool production and 
the machine tool builders have been encouraged to take on a large 
number of subcontractors. 

Mr. Wilson also stated that there have been many bottlenecks to 
find and break. In 1942 we were dealing with 1,200 and 1,500 horse- 
power engines, and in late 1951 we were dealing with 6,000 horsepower 
engines as the minimum to a great degree. The AEC program alone 
requires a tremendous amount of power and literally dozens of tre- 
mendous generators. The pipeline is very big and very long, and the 
material which is being cut up currently may not be reves aled in the 
Defense Department figures for 9 months. 

Mr. Wilson visited many plants where substantial military contracts 
were being placed and the reactions of the men indicated that they 
were alive to the necessity. 
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CONTROLLED MATERIALS—-HEARING 











On November 26, 1951, and on January 9, 1952, Manly Fleisch- 
mann, Administrator of the Defense Production Administration, 
appe: ared before your committee to re port on the materials situation 
as it affected the national mobilization effort, the policies followed in 
allocating materials, and other current problems. 

There had been suggestions that our whole problem would be 
solved if we cut our civilian production. The present machines of 
war are literally five times as complicated as the machines which 
were turned out in World War II. The original schedules called for 
more machine tools of certain types than there were in the country. 
Alloying elements and designs presented additional problems. The 
opinion was expressed in the November hearing that if all civilian in- 
dustry were shut down at that date the production of planes and other 
military items would not be substantially increased in 1952. The 
cutting off of civilian production would create millions of unemployed. 
There would be no military procurement program to take that up, and 
it was the judgment of DPA officials that it would not materially 
hasten the military program. It was pointed out that one of the 
major mistakes during the last war was to cut out the production of 
farm machinery almost entirely at the outset. 

Your committee has inquired as to the work in the field of con- 
servation in the use of copper. The long-term possibilities for increas- 
ing supplies of copper were said to be not as ares as many other 
critical materials. It was the consensus of ¢ group of electrical 
equipment manufacturers, which represents one of the largest con- 
sumers of copper, that substitution of materials for about 25 percent 
of the copper used per unit of service performed appears possible over 
the long run. The natural initiative of industry should result in 
wide experimentation when they realize the long-run nature of the 
copper shortage. 

At the time of the November héaring the direct military take on 
aluminum was about 40 percent, 65 percent on primary aluminum, 
around 40 percent on brass mill products, and 13 to 14 percent on 
carbon steel. Civilian production of steel was cut 50 percent. The 
use of steel by the machine tool industry increased approximately 
500 percent in 1 year. ‘The first quarter of 1952 program determina- 
tion cut back the program of the Bureau of Public Roads to a level 
comparable to the year 1949. The military requirements for alumi- 
num increased 50 percent in two quarters. 

It was stated that the military bus always had virtually all of the 
material they requested after screening the programs. It is not true 
that they have always gotten just exactly what they asked for because 
they asked for it. There had been cases of excessive aluminum 
inventories in the aircraft factories on the west coast, and it did not 
aid our total defense program to have metal immobilized. The 
military men had been asked by DPA to defer projects which could be 
deferred. There were certain alloys, such as nickel, of which there 

was simply an inadequate supply to go around. Allocations had to be 
cut there. Mr. Wilson thought that military programs should be 
screened very carefully in order not to interfere with the power pro- 
gram, the atomic energy program, and many other programs of high 
priority. Appeals for supplemental allotments of carbon steel were 
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more than four times the size of the reserve, and reserves of other 
controlled materials were comparable. 
One of the questions ee a asked was where all of the metal 


was going that we had and why it was in such short supply. The 
pre- -Korean use had been increased 35 to 40 percent. The use of 
aluminum in consumer durable goods decreased approximately 60 
percent during the same period. 1952 was said to be the most im- 
portant year in the entire effort. The tooling-up process neared 
completion at the beginning of the year 1952. However, the view 
was expressed that should we decide the price to be too high, if we 
refuse to accept the inevitable dislocations, material shortages, and 
localized periods of unemployment which are the inescapable cost of 
any mobilization program, the whole effort could be frustrated. 
Civilian production, construction of schools, hospitals, and churches, 
municipal projects, highways, and courthouses are all meritorious, 
but Mr. Wilson stated that the relentless logic of the materials situation 
requires that a substantial proportion of them be deferred during 1952 
if our goal of national security is to be attained. 

It has been the policy that the security needs of the Nation was 
a matter for the Defense Department and that it was the task of 
DPA to meet the material requirements of that program unless they 
were so large as to interfere with the industrial programs. 

Since the supply of controlled materials was insufficient to support 
a rapidly expanding construction boom together with defense, defense- 
related, component, equipment, and minimum consumer goods pro- 
grams, it has been necessary to slow down the rate of industrial expan- 
sion. It was believed that mobilization goals could not be achieved if 
allocations were based in large measure on employment factors 
Because of the acute shortage of metals used alike in construction and 
production, the basic allocation policies must be based almost entirely 
on the factor of essentiality to the mobilization effort. 

If the military could not demonstrate that they could use metal in a 
quarter for whic +h it was claimed their requirements were cut back. A 
review is also made of the less essential use of metal, and substitution 
was constantly urged. There was no known case in which it could 
be said that any important military production program suffered 
because of any policy of cutting back their material. 

Our own military requirements for nickel exceeded the entire supply 
available to the free world. Around 6 percent of the nickel was used 
for industrial use. The remainder was devoted to either military or to 
items that the military agreed were indispensable industrial uses. The 
military will be required to design many of their implements of war 
in order to live within their materials budget. 

The Atomic Energy Commission received 100 percent of the require- 
ment as stated by them. 

In the January hearings it was stated that we had been faced with 
an extreme demand- supply imbalance for the second quarter of 1952 
Demands for carbon steel were 137 percent of supply, structural steel 
169 percent of supply, steel plate 185 percent of supply, copper 150 
aa ent of supply, and aluminum 153 percent of supply. The distri- 

ution of the available supply of metals in the face of a supply-demand 
imbalance of this magnitude was a task of tremendous difficulty and 
complexity. Before decisions were reached meetings were held with 
every claimant agency to go over in every detail the programs they 
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presented. Representatives of claimant agencies then met to examine 
in detail the general policies leading to the decisions. The recom- 
mendations of this group were then analyzed by the Requirements 
Committee, a committee representing every major segment of the 
economy. 

The Administrator of DPA was asked a number of questions with 
regard to a contract entered into between the United States and Eng- 
land for the sale of steel and the purchase of aluminum by the United 
States. It was stated that some of the steel which was needed in the 
European mobilization program could not be manufactured in Europe. 
In addition to their regular allotment of 25,000 tons of steel, the United 
States permitted England to purchase 46,000 tons of so-called con- 
version steel, which was produced in this country at high-priced 
facilities and available in fairly good quantity. Several thousand tons 
of conversion steel per quarter could have been made available to 
purchasers in the United States if industry had wished to pay the 
extra cost. The cost of transporting the steel to three or four different 
places adds to the cost of the conversion steel, plus the profit of differ- 
ent concerns handling same. As . result conversion steel is sometimes 
50 percent or more higher than regular steel. The United States under 
the terms of the contract was to receive 22,000,000 pounds of alumi- 
num, with which hundreds and perhaps thousands of small businesses 
could receive increased allotments. 


HEARING ON DEFENSE ACTIVITIES OF THE DEPARTMENT OF COMMERCE 


A hearing was called on January 15, 1952, to examine the defense 
activities under the Department of Commerce, with particular refer- 
ence to defense highways in times of emergency, the allocation of 
steel, employment, and general business conditions. 

Charles Sawyer, Secretary of Commerce, appeared before the com- 
mittee and stated that during the period of defense mobilization the 
business population of the country had been maintained at pre-Korean 
levels. The 4,000,000 firms reported to be in existence represented 
the maximum reached in the postwar boom. After Korea the number 
of retail firms decreased 1.8 percent, service firms decreased 0.3 per- 

cent, with the largest relative gains occurring in transportation, 

communications and public utilities, contract construc tion, and manu- 
facturing. The year 1950 saw the reversal in the downward trend 
in the number of manufacturing firms, which had been under way 
since 1947, 

Aggregate unemployment was reduced from 3,000,000 in 1950 to 
less than 2,000,000 in 1951. Unemployment was reported in specific 
localities due to reductions in the automotive and construction indus- 
tries, textiles, and costume jewelry. One million six hundred thou- 
sand was given as a figure which represents an almost irreducible 
minimum for unemployment. 

Through credit controls, rapid amortization and loans, and alloca- 
tions of materials, pr iority was assured in the use of limited resources 
for defense pr oduction and the expansion of essential capacity. This 
program necessitated the gradual cutting back of production of con- 
sumers’ durable goods and nondefense capital goods. 

The Defense Production Administration and the National Produc- 
tion Authority have attempted to hold cut-backs at the point where 
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the slack will be taken up by military orders. The question was 
raised as to whether the use of materials by the military would mean 
that the civilian slack in employment would be taken up, and it was 
stated that this would not necessarily follow. 

The savings of the American people were reported to be at an 
all-time high, which has had an influence on the retail trade. Small 
businesses supplied 47 percent of the nondefense purchases of goods 
and services by 46 civilian Federal Government agencies during the 
fiscal year 1951. More than one-fifth of the prime contracts let by 
the Defense Department from July 1950 through September 1951 
have been awarded to firms employing less than 500 people. 

Secretary Sawyer expressed the opinion that the dissatisfaction as 
to allocations was about as Jow as could be expected under the cir- 
> cumstances. He stated that there had been a fair distribution of 
> available materials. The bulk of prime contracts placed by defense 
agencies since the outbreak of the Korean war went to the companies 
having the necessary facilities and resources to get into munitions 
production quickly. However, other and smaller companies received 
a significant share of the total prime contracts and these were supple- 
mented by the placement of subcontracts by the large firms. 

Mr. Sawyer stated that it is important to increase the supply of 
nickel, for the Army and Navy has called for more than the world 
produces. The opinion was expressed that the United States should 
cooperate with Canada to increase the supply of both nickel and 
aluminum. 


siete 





PUBLIC ROADS——-HEARING 


Thomas H. MacDonald, Commissioner, Bureau of Public Roads, was 
invited to appear before the committee on January 15, 1952. Many 
complaints had been received concerning the allocations which had 
been received for public roads. 

Some very interesting figures were revealed by Mr. MacDonald. 
Between the years 1940 ‘and 1951 the number of vehicles on the high- 
ways increased 61 percent and truck and truck combinations incre ased 
165 percent. For the first quarter 1952, 367,000 tons of steel was 
requested and 210,000 tons was allocated. 231,719 tons of shapes was 
requested and 68,800 tons was allocated. Steel had been allocated to 
the States, first for access roads, second for roads on the interstate 
system, and third for major highways. There had not been enough 
steel to continue the construction under way, without regard to be- 
ginning new construction. 

It was stated that a very serious deficiency lies in the urban areas 
where if we are thinking of defense roads and the matter of evacuation 
of metropolitan areas, that is where we are in a very serious situation, 
and the building of arterial roads in metropolitan areas had produced 
a shortage of highway steel. That program got under way after 
legislation passed in 1944. A real program was not built up until 
1948 because of engineering and right-of-way difficulties. A very 
good urban program was going and when the controlled materials 
plan went into effect it was cut ‘bac k. 

In a survey which was made of a defense plant employing 13,000 
people it was revealed that less than one-third came from the sur- 
rounding metropolitan area, that labor came from as much as 86 miles 
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away, and that 64 percent of the in-and-out material and freight was 
handled by trucks. 

There was a deficiency of needed replacement of roads and surface 
of about 74,000 miles. With the problem of the small amount of 
steel the highways must be maintained. Equipment is essential for 
this work, but there was a rating of 8 in point of priorities for road 
machinery. The normal percentage of construction machinery used 
for highway purposes is 30 percent, but the highways have been 
relegated to the low position of 10 percent. One of the difficulties 
was said to be the refusal of the mills to accept allocation certificates, 
which was thought to spring partially from the fact that mills were 
allowed to serve their old customers first. 18,000 local units and State 
units of government were being represented as claimants by the Bureau 
of Public Roads. 


MARITIME COMMISSION—-HEARING 


On January 15, 1952, Vice Adm. Edward Cochrane, Administrator 
of the Maritime Commission and Chairman of the Maritime Board, 
appeared before your committee. Admiral Cochrane stated that the 
Maritime Commission had been delayed in its program for fast cargo 
ships due to steel difficulties. A full 3 months was lost on some of the 
ships. A total of 43 tankers were reported to be under construction 
or on order. Ninety percent of the amount of steel requested was 
received, which was a good allotment to carry out the program, but 
did not include steel to pick up back work. Immobility of labor and 
housing shortages have been two of the problems in ship construction; 


DEFENSE MANPOWER POLiCY NO. 4-——-HEARING 


In view of many protests and inquiries which had been received by 
Members of Congress and others regarding Defense Manpower 
Policy No. 4, a hearing was held on February 6, 1952, attended by a 
large number of Senators and Congressmen in addition to members 
of your committee. Defense Manpower Policy No. 4 places the 
Department of Defense in a position to negotiate contracts in surplus 
labor areas instead of putting them out for competitive bids. 

Executive Order No. 10193 of December 16, 1950, provided that 
the Director of the Office of Defense Mobilization should direct, 
control, and coordinate all mobilization activities of the executive 
branch of the Government, and the Director was authorized to issue 
directives, establish policies, and make decisions. 

The national manpower mobilization policy promulgated by the 
President on January 17, 1951, states that— 

Production will be scheduled, materials allocated, and procurement distributed 
with careful consideration of available manpower. Wherever feasible from an 
economic and security standpoint, production facilities, contracts, and significant 
subcontracts will be located at sources of labor supply in preference to moving 
the labor supply. 

Defense Manpower Policy No. 1, effective August 2, 1951, issued 
by the Director of the Office of Defense Mobilization directed, in part, 
that production and procurement agencies should take special notice 
of conditions of high levels of current or expected unemployment in 
given areas as reported by the Defense Manpower Administration, 
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and consistent with other procurement considerations, should make 
every effort to assign material allocations and procurement contracts 
to such areas. 

Defense Manpower Policy No. 4 was issued by the Office of Defense 
Mobilization effective February 7, 1952, and was in question at the 
hearing. Policy No. 4 provided for procurement by negotiated con- 
tracts and purchases in areas of current or imminent labor surplus, 
although lower prices might otherwise be obtainable elsewhere. 
The Defense Manpower Administration of the Department of Labor 
certifies the existence of surplus Jabor areas to the Surplus Manpower 
Committee under standards to be established by the Secretary of 
Labor, and the Surplus Manpower Committee would report its 
findings to the Director of Defense Mobilization. 

At the hearing, the question was raised as to what economic law 
would justify paying a higher price in a distressed area than would 
be paid to the highest bidder in an area that is not a distressed area. 
The explanation was offered that the Government would save money 
on unemployment compensation, and that housing and community 
facilities problems would be created should the contracts be placed 
in areas other than distressed areas. No figures were submitted 
setting forth the amount which would be saved by the Government 
as a partial offset. The further question was raised as to whether 
there would not be an over-all increase of many millions of dollars in 
the cost of the defense program by negotiating contracts at 5, 10, or 
15 percent in excess of the lowest bid or the last price paid. The 
answer to this question was the same as the answer given to the 
previous question. 

The plants in some sections are more efficient and up to date than 
in other sections, and the operators were naturally alarmed that a 
policy could be put into- effect whereby the armed services could 
negotiate a contract at prices up to a 15-percent increase above the 
lowest quotation received or last price paid. Warehouses in the 
South were full of textile items, but it was admitted that under 
policy No. 4 a higher price could be paid for 100 dozen sheets in a 
New England textile mill than in a southern textile mill. However, 
section 8 of Defense Manpower Policy No. 4 provides that when the 
application of this policy would have a major effect on the operation 
of an entire industry appropriate recommendations shall be made to 
the Director relative to that industry in lieu of recommendations 
relative to specific geographical areas. In such cases, after notice to 
and hearing of interested parties, consideration will be given to a 
separate certification applying to the entire industry. 

The line of questioning at this hearing indicated that the vast 
majority, if not all, of the Senators and Congressmen present seriously 
doubted the advisability of the Government favoring one section of 
the country over another, or an industry in one section of the country 
over an industry in another section of the country, by negotiating 
contracts at prices in excess of the lowest bid. This policy tends to 
interfere with our basic economic laws, to destroy the advantage 
gained through initiative and the application of sound business 
principles, and to set a precedent which might later be followed by 
people less capable than those now in charge of the defense program. 
No person at the hearing asked for any special advantage, but merely 
requested that all sections be treated on a fair and equal basis. If 
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contracts are to be negotiated in distress areas there still appears to 
be no reason why such contracts should be negotiated at a price in 
excess of the lowest bid price from a nondistress area. 


PROPOSALS OF ALUMINUM CO. OF CANADA—HEARING 


On May 26 and June 2, 1952, your committee held hearings upon 
proposals by the Aluminum Co. of Canada. These proposals had 
been in controversy since the start of the current defense program. 
A proposal to enter into a long-term contract had been favorably 
recommended to the Administrator of the Defense Production Ad- 
ministration by Samuel W. Anderson, Deputy Administrator for 
Aluminum, DPA, and was under serious consideration at the time 
of these hearings. 

The committee decided to delve into the contemplated aluminum- 
expansion programs in order to ascertain the reasons for the proposed 
Canadian purchases, and to determine if full consideration had been 
given to the possibility of securing the additional aluminum through 
expansion of domestic facilities. Another reason is that some un- 
fortunate results flowed from this country’s generous financial sup- 
port given to Alean during World War II which contributed materially 
to making it the world’s largest aluminum producer. Despite this 
wartime assistance, Alcan has not cooperated as fully as it should 
have in helping this country cope with the aluminum shortages which 
developed as a result of increased military demands since Korea. 

Two programs of aluminum expansion in late 1950 and mid-1951 
were authorized under the Defense Production Act of 1950. An 
expansion was launched which amounted to a 91 percent increase in 
aluminum capacity. Uneconomic capacity was reactivated by the 
Aluminum Co. of America, bringing the 91 percent increase to 102 
percent increase. The aluminum industry privately financed this 
huge expansion at a cost of approximately $€00 million. 

In August 1950 Alcan offered to supply 220,000 tons of aluminum 
against a 3-year Government contract. The decision was that the 
United States capacity expansion would promote national security 
more than stoc kpile purchases from Alcan on the terms it wanted. 

In March 1952, your committee received information that DPA 
was considering a new Alcan proposal. In a hearing on March 21, 
1952, Mr. Manly Fleischmann, then Administrator of DPA, testified 
that a proposal was then under consideration and stated that his 
opinion at the time was that it should not be made without con- 
gressional approval. On May 26, 1952, Mr. Fleischmann stated: 

I did want to decide this before I left, because I have been living with 

it. * * * Tcannotdo that as far as I see now. Therefore, there is no great 
time pressure. 
That statement followed after your committee made it quite clear 
that it did not waut DPA to make a determination before your com- 
mittee had satisfied itself that the proposals were in the interest of 
the United States. 

Alcan submitted a proposal in February 1952. Upon its expiration 
on April 18, 1952, Alean submitted a more modest proposal, at the 
suggestion of Mr. Anderson, which expired May 18, 1952. Under 
each of these offers Alcan contemplated that it would increase its 
exports of metal to the United States beyond the approximately 
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100,000 tons per year it would probably send here in any case. Both 
offers contemplated that the metal would be offered for sale to com- 
mercial buyers at the going United States prices, duty paid (the duty 
is $30 per ton), witb the proviso that this price could be increased to 
the extent of any increase in the United States duty and by any amount 
by which freight to destination exceeded 1 cent per pound. The 
United States would have the right to cancel any portion of its obliga- 
tion by penalty payment of 5 cents per pound. 


ALUMINUM PROGRAM——PROGRESS REPORT 


In its report, issued June 30, 1952, your committee urged that any 
additional supply of aluminum found necessary for the stockpile or 
the defense effort be obtained when economically feasible from the 
domestic aluminum industry. American producers have demon- 
strated their ability to construct new plants in less than a year, and it 
is questionable whether the Alcan contract could have ever been of 
any real benefit to us, for it is certain that it would have been of little 
if any value during the crucial years 1952-54. 

Your committee recommended that DPA devote its energy and 
resourcefulness in the mopths ahead to the establishment of new 
United States producers. If for business and economic reasons a 
wholly nonintegrated new producer cannot be created, then perhaps 
there can be a compromise solution, some combination of independent 
fabricators who would offer part of their ingot production to others 
and use a part of it themselves. 

Subsection (b) of section 712 of the Defense Production Act of 1950, 
as amended, pertaining to your committee’s jurisdiction, provides: 

Any department official, or agency administering any of such programs shall, 

at the request of the committee, consult with the committee from time to time, 
with respect to their activities under this act. 
Under the provision of this subsection, your committee requested 
that any pending or future proposal for the purchase of aluminum 
from sources other than our domestic industry be submitted to the 
chairman of your committee, whether while Congress is in session or 
out of session, for review. Officials in the defense agencies have in- 
dicated that they will consult with your committee as requested. 

Your committee has authorized its staff to conduct a study of our 
aluminum program during the interim before the next session of 
Congress. Some of the questions which will be considered will be the 
extent competition has been created since the monopoly of Alcoa 
ended, whether defense agencies have given proper consideration to 
applications from new companies who wanted to enter the primary 
aluminum field during the recent expansion programs, and whether 
means can be found to establish small independent producers who do 
not have integrated fabrication facilities. 


CURRENT AND FUTURE DEFENSE ACTIVITIES—HEARING 


On October 1, 1952, Henry H. Fowler, Director of the Office of 
Defense Mobilization and Administrator of the Defense Production 
Administration, appeared before your committee to give a summary 
report of recent developments in defense production and on the 
stabilization front. Mr. Fowler was accompaned by Roger Putnam, 
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Administrator, ESA; James McI. Henderson, Director, Office of Rent 
Stabilization; and Ralph S. Trigg, Deputy Administrator, DPA. 

Mr. Fowler stated that, timewise, we have passed the halfway 
point in the 3-year program of defense mobilization which was 
developed in the summer and fall of 1950. The pressing question 
at the juncture is, In what particulars do these foundations of defense 
mobilization need to be enlarged, strengthened, or modified? 

Due to the wise expansion of basie resources and facilities im- 
portant for defense, the early shortages are being overcome. While 
this is being accomplished, an orderly system of distribution of 
available supplies continues to give military and atomic energy 
programs their requirements to the very last pound and the civilian 
economy an equitable distribution of an increasing remainder. 
Through the period of severest shortages and diversions, no sectors 
of the economy have been subjected to more than temporary impair- 
ment, and there has been a minimum of strain and dislocation. Mr. 
Fowler stated that many of the problems which were of grave concern 
to your committee have diminished to the point of disappearance. 
The rate of unemployment is the lowest since World War II. During 
the last quarter it was not necessary to make any allotments from 
the NPA “Small-business hardship account”? and in August the 
metals held in the account were returned to the general reserve for 
distribution. 

Mr. Fowler further stated that we are only part way through to 
the achievement of other objectives of the defense mobilization pro- 
gram such as the completion of the military production build-up and 
the rounding out of the mobilization base. It behooves us to con- 
tinue to fix definite objectives, challenging in time and scope for our 
future accomplishments for national security, and to hold to these 
objectives despite the temporary lulls and storms created by an 
enemy who is skilled at that art. 

A principal problem of defense mobilization in the last quarter has 
been to manage the distribution of available steel production so as 
to minimize the impact of the loss of 18 million tons due to the recent 
work stoppage. The NPA announced a steel emergency distribution 
program with the overriding prineiple that. deliveries on accepted 
military, atomic energy, and machine-tool orders would be placed 
ahead of all other requirements. To avoid severe damage to civilian 
steel users that would be a consequence of canceling or reducing their 
outstanding position on mill order books, or their allotments, it was 
decided to maintain the validity of these orders and allotments so 
that as their turn came after military, atomic energy, and machine- 
tool orders, they had assurance of receiving steel deliveries in an 
orderly and definite pattern. A strenuous effort has been made to 
make new steel production available for immediate use rather than 
for building up inventories of some while others suffered for the lack 
of steel for immediate fabrication. Fortunately, steel output ex- 
ceeded all expectations in its speedy return to full production, reach- 
ing 90 percent of rated capacity in 2 weeks. Delivery on all steel 
allotments for military, atomic energy, and machine-tool programs 
is virtually assured by the end of the year. A special reserve has 
been set aside to cover needs for four types of ammunition com- 
ponents—shells, fuzes, cartridge cases, and rocket tubing. 
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Our output of military hard goods—planes, tanks, guns, ammuni- 
tion, and similar equipment—has risen from $300 million to $2 billion 
per month, or about three-quarters of the way toward which the 
present schedules are directed. Delivery of all types of procurement 
plus construction have risen from $400 million to about $2.7 billion 
per month. ‘To insure the completion of the $88 billion of military 
goods on schedule the Nation faces a mammoth task. The fuli magni- 
tude of the job ahead only comes home to us when we realize that the 
weapons of tomorrow are not the weapons of today. ‘To assure meet- 
ing these military production programs, priority powers will have to be 
intelligently exercised to afford whatever measures of special effort 
which may be necessary to guarantee the timely flow of the right tools, 
materials, and components to defense producers. 

At a previous hearing Mr. Fowler reported that there was a serious 
copper shortage due to our failure to obtain our share of the foreign 
supply. The intervening months have been marked by substantial 
easing of that situation. The buying of foreign copper for importation 
in the United States has increased sharply as a result of the change 
in the price regulations permitting our domestic wire and brass mills 
to pass through 80 percent of the price differential between domestic 
and foreign copper. Because of the time required for deliveries from 
Chile, the principal source of United States imports of copper, actual 
receipts did not increase substantially until the second half of July. 
While the supply of copper for civilian users has been increased, we 
have not yet been able to pay back appreciable quantities to the 
stockpile. 

It is the policy to relax and remove production and material controls 
as soon as those actions can be taken without danger to the mobili- 
zation program. The current order structure is subjected to a con- 
tinuing review so that these controls are kept in effect only so long 
as deemed necessary to meet defense program objectives. The 
question is from time to time asked as to how soon can we abandon the 
Controlled Materials Plan. As a result of the steel strike the wave of 
conjecture last spring, looking to a possible abandonment of this 
system around the first of the vear, has abated and the question of 
timing in the minds of those in the business community seems to 
center around possible dates in the spring, Mr. Fowler stated. <A 
most important basic distinction must be made between decontrol 
actions affecting the distribution of individual materials and the 
abandonment of the Controlled Materials Plan. CMP is the basie 
instrument for establishing and administering programs for the 
achievement of mobilization objectives. The authority and procedural 
machinery needed to insure a balanced production of individual shapes 
and forms of steel, copper, and aluminum in terms of mobilization 
requirements is embodied in CMP. The present situation for steel, 
copper, and aluminum is such that all three materials are in tight supply 
even with existing controls. 

Mr. Fowler expressed the opinion that it would not be practicable 
or desirable to abandon the Controlled Materials Plan before July 1, 
1953. To doso precipitately early next year might interfere with the 
ability of the executive agencies to carry out important decisions that 
the Congress may wish to make during the next session concerning 
the size, scope, and character of our future defense effort. The 
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establishment or reestablishment of the complex control machinery 
of CMP requires from 6 to 12 months’ time depending on the length 
of the decontrol interruption. Decontrol, on the other hand, requires 


little time to be made effective once the basic decision is made. Con- a 
sidering the damage that can be done to the mobilization program by i 
injudicious decontrol actions based on forecasts of somewhat dubious £ 
reliability, it appears that CMP decontrol action should await an ? 


actual balancing of supply and demand as evidenced by the new and 
unfilled order position in the steel, copper, and aluminum industries. 4 
This balance has not yet been achieved. 3 
Stockpile goals have been met on about one-fourth of the critical 
materials on the stockpile list and objectives for a number of materials 
are being approached. 
Consumer prices have continued to set new records, with further 
increases in July and August to 1.1 percent above the May level. 
Some price changes have been made in ceiling prices in order to renew 
or maintain the supply of certain basic metals, such as steel, aluminum, 
and imported copper. A form of pass-through of these costs, without 
absorption, but without pyramiding, was used. These increases were 
apart from the industry earnings standard. For other cost increases 
the standard continues to apply, and under it relief has been granted 
to some coal, iron-ore, and ferromanganese industries. The Office of 
Price Stabilization has continued its policy of suspension of controls 
when this can be safely done. Most of the very small manufacturing 
establishments have been exempted from all price control. Wage 
increases have been granted in a number of key industries, and small 
but persistent increases are taking place throughout nearly all sectors 
of the economy. The $21.2 billion in consumer credit outstanding on 
August 31, 1952, was an all-time high, and 7.1 percent above April. 
Real-estate credit has risen faster this year than in the last half of 
1951. 
More than 1,500 communities of the 2,400 which could have taken 
affirmative action to continue rent control have done so. In 51 cities 
with more than 100,000 population, 36 chose continuance. Of 116 
cities with more than 50,000 population, 73 elected to continue the . 
program. 
The present situation shows some renewal of inflationary pressure. 
In general, barring unforeseen events, it seems probable that current 
inflationary pressures will be limited to moderate effects. 


Srarr CONTRIBUTIONS TO THE WORK OF THE COMMITTEE 


To the personnel of the staff falls the daily task of processing the 
heavy volume of correspondence relating to defense matters, con- 
ducting staff studies, and giving information on the telephone to 
Members of Congress, the agencies, and the public. Frequent con- 
ferences are held by members of the staff with officials of the various 
defense agencies, individuals, and business representatives who 
present problems to your committee. Others have requested assist- 
ance in securing certificates of necessity for tax amortization, equip- 
ment for public waterworks, essential housing developments, and 
public institutions. All of these requests have been reviewed by the 
staff members and followed through to a satisfactory conclusion with 
the proper agency. 
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It is necessary that the recommendations and suggestions contained 
in the hearings and reports of your committee be the subject of con- 
tinuous review in order to determine whether there has been a com- 
plete compliance therewith by the defense agencies concerned. It is 
the further responsibility of the staff to review periodic reports from 
all of the defense agencies and to maintain a day-to-day knowledge 
of the policies and functions of these agencies. 

Your committee has published and kept current a pamphlet entitled 
“Defense Mobilization Organization.”” This pamphlet contains the 
chain of command of the various defense agencies, a brief outline of 
their functions, and telephone numbers. It is made available to 
Members of Congress, the agencies, and in limited number to the 
publie. 

Acting for your committee and under the supervision of your 
chairman, the staff has succeeded in accomplishing the following, to 
name but a few typical examples: 


REGULATIONS PERTAINING TO WHOLESALE LUMBER DEALERS 


There are several thousand wholesale lumber dealers scattered over 
a wide area, mostly small firms, who in the aggregate distribute 75 
percent or more of the production of lumber in the Nation. A large 
majority of the lumber manufacturers, especially the small ones, 
depend upon the wholesalers to distribute their products to retail 
lumber yards, railroads, industrial trade, and also to the armed 
services and other Government agencies. 

The Office of Price Stabilization published the General Ceiling Price 
Regulation effective January 26, 1951, known in business and industry 
as the GCPR. This regulation required the freezing of practically all 
prices of various commodities at the highest prices charged by any and 
all sellers for each commodity during the period from December 19, 
1950, to January 25,1951. In application, this meant that the highest 
prices charged for an item of any commodity actually delivered during 
the said base period became the seller's ceiling prices for all subsequent 
sales of the commodity he dealt in. Although this regulation served a 
good purpose in applying a brake to inflation, it is not difficult to 
comprehend that, due to the wide variation in the practices and 
methods of various segments of industry and trade, it was almost 
impossible to fashion one regulation that could be workably applied 
to all. 

Difficulties in selling under the provisions of the GCPR were im- 
mediately recognized by wholesale distributors of lumber. These 
distributors determine their selling prices differently from almost any 
wholesale branch of trade. Except in rare instances, wholesale 
lumber dealers do not maintain inventories or warehouses and their 
sales are shipped directly from the manufacturer to their customers. 
Unlike wholesale dealers in other commodities, lumber wholesalers 
first make sales and subsequently purchase from manufacturers the 
lumber sold on each particular order. Naturally the Defense Pro- 
duction Act of 1950 contemplated that the prices paid the manu- 
facturer would be such as to permit a reasonable margin of profit to 
the wholesaler in his sales of lumber. 

The prices applying to sales by wholesalers delivered during the 
GCPR base period varied, depending almost entirely upon the prices 
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charged by the individual mill, which were in no wise uniform. There- 
fore, numerous deliveries made during the said base period were at 
extremely low prices that existed prior to the advance experienced 
during the fall of 1950, which orders had not been delivered before 
December 19, the first day of the GCPR base period. In many 
cases these low-priced sales were the only deliveries of partic ular 
items and determined wholesaler’s ceiling prices considerably below 
the legal prices of manufacturers. Thus, many wholesalers were 
unable to continue to function legally because in many instances 
their legal selling prices were lower than the permitted selling prices of 
their suppliers. 

A large number of these wholesalers through their trade association 
notified OPS as early as February 5, 1951, of the impossibility of 
continuing their business under the GCPR. Officials in the Forest 
Products Division of the OPS told trade representatives in February 
1951 that consideration was being given to issuing an amendment to 
the GCPR authorizing wholesalers to add their normal mark-ups to 
cost of acquisition in determining their ceiling sales prices. Lumber 
wholesalers were told by their trade association that a relieving amend- 
ment might be expected to be published at almost any time. 

Very soon thereafter a regulation containing the desired amendment 
was drawn, but about that time there were some changes made in 
personnel in the Lumber Division, and the issuance of the regulation 
was further delayed. It was not until January 22, 1952, that a lumber 
distributors’ regulation that in principle was what had been agreed 
upon within the OPS as far back as in March 1951 was issued. This 
regulation has been in effect for about 8 months and, although it may 
need further clarification, it takes care of wholesale distribution of 
lumber in a generally satisfactory manner. Therefore, although 
OPS was notified in February of 1951 that the GC PR was wholly 
inapplicable to the wholesale lumber dealers’ industry, it was not until 
May 28, 1951, that partial relief was granted through Supplemental 
Regulation 29 to GCPR, and not until January 1952 that complete 
relief was had through Supple mental Regulation 87 to GCPR. 

Your committee authorized a staff he aring on this matter. OPS 
representatives and affected wholesale lumber dealers were invited 
to a hearing on May 8, 1952. The above-recited facts were developed 
at this hearing. 

The long delay in issuing an amendment to GCPR with reference 
to wholesale lumber dealers was wholly unjustified. OPS representa- 
tives at the hearing spoke of staff difficulties, presumably of shortages 
of personnel, and attributed part of the trouble to the fact that the 
experts on lumber in OPS had to consult with lawyers and economists. 
Certainly in this case, the experts on lumber in OPS soon diagnosed 
the maladjustments and recommended a remedy. Whether the de- 
lay was due to the fault of these lumber experts or of other persons 
in OPS is immaterial. The fact is that the delay was inexcusable 
and led to many technical violations of an inequitable regulation as 
it was applied to the wholesale lumber industry. 

Many wholesale lumber dealers took for granted that section 402 (g) 

of the Defense Production Act governed. their situation, as it spe- 
cifically provides: 


The powers granted in this title shall not be used or made to operate to compel 
changes in the business practices, cost practices or methods, or means or aids to 
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distribution, established in any industry, except where such action is affirmatively 
found by the President to be necessary to prevent circumvention or evasion of 
any regulation, order, or requirement under this title. 


When they were told by their trade association representative, 
shortly after issuance of the GCPR, that OPS was familiar with the 
inapplicability of the regulation and that relief would be granted 
momentarily, dealers took for granted that it could not be the intent 
of the OPS to insist upon a literal adherence to the regulation that 
would put dealers out of business contrary to the plain letter of the 
Defense Production Act. It was not abnormal for them to consult 
with their trade association representatives and with other dealers in 
their industry to determine how the GCPR was being interpreted, 
especially in view of the known reluctance of the OPS to hand out 
advisory opinions on hypothetical cases. 

The predicament of the typical wholesale lumber dealer was well 
brought out in the hearings held on May 8, 1952, in the following 
colloquy between your committee counsel and George C. Wathen, 
Chief, Distribution Section, Lumber Products Branch, OPS: 


Mr. L’Heurevux. Supposing you had been in the wholesale lumber business 
during GCPR and you had been one of those that you mentioned among those 
who could not comply, what do you think you would have done as an industry 
man? 

Mr. WaTHEN. Well, I would have been sunk, I guess. I do not know just 
exactly what I could have done. I would have taken the first train to Washing- 
ton, I suppose, if I was not too far away, and tried to fiddle my way around a 
little bit to get something done, to have a regulation written which would have 
conformed to the spirit of the regulation that was issued. 

Mr. L’Heurevux. In the meantime you would have done no business because 
it was impossible for you to comply? 

Mr. WaTHEN. I would either have had to go out of business—we are assuming 
that I cannot comply at all? 

Mr. L’Hevurevux. Yes. 

Mr. WaTHEN. Or have violated. I would have no choice; one or the other. 
And depending upon the extent of my bank balance and the hunger of myself and 
family, you can figure out what I would do. 

Mr. L’Hevurevx. I was just trying to get an example of what a lumberman, 
placed in that predicament, was likely to do. 

You gave one very good alternative—getting in touch with Washington. 
Supposing it were a small lumber dealer, however, and they cannot have a repre- 
sentative in Washington, and going to Washington they would not know where 
to begin and all, is it not more likely they would speak with other lumber dealers 
and find out how they interpreted the regulations? 


Mr. Wathen after a further discussion conceded that it might be 
likely that most of them would choose this alternative. 

Your committee brought this matter to the attention of the Senate 
and House Banking and Currency Committees. The House Banking 
and Currency Committee wrote language in its report on the Defense 
Production Act Amendments of 1952, which language was adopted 
by the conferees from the Senate and House and later approved as 
part of the conference report by both the Senate and House. This 
language which is the clear congressional intent reads as follows: 

The committee of conference has received several complaints concerning the 
General Ceiling Price Regulation affecting lumber distributors in southern areas 
with respect to which the committee believes relief must be afforded. The 
General Ceiling Price Regulation was issued in January 1951 shortly after the 
general price freeze. The provisions of the regulation as it affected such dis- 
tributors was ambiguous in many respects, and attempts were immediately made 
to bring this to the attention of the agency. However, a period of a year elapsed 
before a new regulation was issued correcting and clarifying the matters com- 
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plained of. During this period it is the understanding of the committee there 
were some technical violations of the General Ceiling Price Regulation of a non- 
willful character. Such technical violations would not be violations of the order 
now in effect and but for the long period of time it took to issue the current 
order would probably never have occurred. It is not the intention of the com- 
mittee to condone willful violations of any price regulation or order in this instance 
or any other. But in view of the circumstances of these cases it is the opinion of 
the committee that there should be no prosecution of technical violations, which 
were nonwillful and which would not constitute any violation of the order cur- 
rently in effect. 

Since the adoption of this language, OPS representatives have in- 
formed this committee that questionnaires are being sent to all lumber 
distributors who have actions pending against them in the courts, in 
the Justice Department, or in OPS for a violation of the GCPR in an 
effort to determine whether these violations were merely technical 
and not of a deliberate and willful nature. 

It would seem to your committee that this should have been done 
by OPS in the initial stages of these enforcement cases without a 
congressional directive. Your committee will never sanction the 
prosecution of mere technical and nonwillful violations which have 
been prompted or caused by inept regulations whether they pertain 
to lumber distributors, manufacturers, or any other type of business. 
It will follow the activities of OPS to insure complete fulfillment of 
the congressional mandate in this matter. 


SMALL-BUSINESS MERCHANT EXPORTERS 


On July 24, 1951, your committee staff held a conference with the 
National Association of Steel Exporters, the Office of International 
Trade, the National Production Authority, and the Defense Produc- 
tion Administration to iron out the problems of merchant exporters 
who are largely of the small business category. The purpose was to 
ensure that these small-business men would fare equitably under 
various governmental regulations. On September 14, 1951, a staff 
hearing or round-table discussion was held on the exportation of 
secondary tin plate. Members of the industry and of the various 
Government agencies involved in pertinent regulations were present. 
Much information was gathered which was of benefit to the agencies 
and to the industry. Representatives of the various agencies in- 
formed your committee that the hearing was helpful to them in the 
drafting of regulations. Industry representatives advised your com- 
mittee that they had gained a greater understanding of the intricacies 
of the regulations and they felt that they had succeeded in pointing 
out to the agencies the unnecessary hardship i in certain governmental 
policies and procedures. 

Early this year, merchant exporters reported that there were ample 
supplies of secondary tin plate. In the first quarter 75,000 tons were 
authorized for export. In the second quarter, only 62,500 tons were 
initially authorized. At this point, on April 21, 1952, your committee 
authorized another staff hearing to determine whether this decision was 
warranted in the face of repeated assurances on the part of industry 
that large stocks of secondary tin plate existed and that they were 
unable to sell this metal domestically. 

At the hearing, it was developed that the agencies had made no 
survey of the existing stocks in the hands of merchant exporters. 
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These latter agreed to survey their own industry at their own expense 
and to report their findings to the agencies. Upon the strength of the 
representations of the industry at this hearing, a modest increase was 
immediately made in the general allocations for exports. Within a 
few weeks, the survey was completed, the agencies were convinced 
that warehouses were bulging with secondary tin plate, and 125,000 
tons (instead of the initial 62,500) were authorized for export. 

As a result of this hearing, small-business merchant exporters were 
freed of many onerous restrictions and were allowed to ship certain 
metals which were in excess supply in this country. This development 
not only gave a needed stimulating shot in the arm to this segment of 
small business in this country, but also made available for the canning 
of food metal that was urgently needed abroad to prevent the spoilage 
of crops. 


GRIEVANCES OF AUTOMOBILE DEALERS 


Ceiling Price Regulation 83, issued October 15, 1951, established 
ceilings on the basis of special orders issued under the regulation setting 
“basic” retail prices for various makes of automobiles. These basic 
prices included the dealer’s mark-up over wholesale factory cost. In 
addition, the dealer was allowed to make certain other charges, includ- 
ing one for preparing and conditioning the car for delivery. This 
conditioning charge was based on a dealer’s prevailing rate for this 
service during the period January 26 to February 24, 1951. How- 
ever, under CPR 83, this amount could not exceed 5 percent of the 
basic price of the automobile. 

A number of dealers in Texas and in a few other States complained 
to your committee stating that the 5-percent ceiling on conditioning 
a new auto for customer delivery ran counter to historical practice in 
Texas and violated the Herlong amendment to the Defense Production 
Act. These dealers further charged that in establishing “basic’’ 
prices under CPR 83, OPS placed heavy reliance on manufacturers’ 
list prices. They proved that these dealers in Texas and in a few 
other States historically did not follow manufacturers’ suggestions in 
arriving at their retail prices because such suggested price lists violated 
State antitrust statutes. 

At the request of the staff of your committee, a panel of three top 
OPS officials was appointed to hear these grievances and to make 
recommendations to the Director of the OPS based upon their findings 
in the matter. As a result, the regulations were amended and these 
dealers were able to continue their traditional business customs. 

This is but one example of numerous grievances which are rectified 
daily through close cooperation between your committee and the 
defense agencies. 

SOYBEAN PROCESSORS 


The processors of soybeans have been faced with the problem of a 
severe drop in the market price of soybean oil, one of the two ingred- 
ients derived from the processing of soybeans. The other ingredient 
is soybean meal. After the drop in the price of soybean oil the Office 
of Price Stabilization made an adjustment in the price of soybean meal. 
Even after the ceiling price was raised complaints were received that 
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forced out of business. There was then a growing practice to add 
other ingredients in small quantities to soybea an meal and to establish 
ace ‘ling for the mix substantially higher than the ceiling price of the 
major ingredient. The OPS stated that this was done by using pro- 
visions in existing ceiling price regulations under which conventional 
formula feeds are priced. 

The Office of Price Stabilization then announced that amendments 
would limit the ceiling price of oilseed feed mixes to that of the ingred- 
ients plus $1 per ton mixing allowance. The question arose as to 
whether this ruling would apply to contracts which had already been 
entered into for the forward delivery of oilseed feed mixes. Officials 
of the Office of Price Stabilization were contacted by the staff of your 
committee and it was suggested that if these contracts for the forward 
delivery of feed mixes were entered into in compliance with the exist- 
ing laws and regulations as of the date of the contracts the later regula- 
tion should not cut across these existing contracts, as had been reported 
was being considered. 

The Office of Price Stabilization complied with the suggestion of 
your committee in issuing the new regulation. The ceiling prices on 
the oilseed mixes will apply to all deliveries after November 30 under 
contracts entered into through August 1952. They will apply to all 
deliveries after October 31 under contracts concluded between Septem- 
ber 1 and the date when the new ceiling prices on soybean mixes is 


ee 
PRESENT STATUS OF DEFENSE PRODUCTION PROGRAM 


Your committee has during the past year been continuously con- 
cerned with all phases of the defense production program, with particu- u- 
lar emphasis as to supplies of critical materials, machine tools, alloca 
tions and priorities, adequate facilities for gene rating electric power to 
support the production of military equipment and the atomic ene rgy 
program, and the protection of our economy through price controls 
and the wage stabilization program. 

The present status of these programs determines to a great extent 
the progress we have achieved to date in meeting the goals of the 
mobilization program. ‘The Congress has appropriated $129 billion 
for military procurement and construction since Korea. Of this 
amount $41 billion worth has been delivered or constructed, $60 
billion more is on order, and contracts covering $28 billion are to be 
awarded. The $60 billion referred to as being on order is being 
delivered at the rate of $2.7 billion per month at present. The rate 
of delivery is gradually lalae increased and is expected to reach 
$3.6 billion per month by mid-1953. 

Approximately 16 percent of the projects covered by tax amortiza- 
tion have been completed and are in operation, and it is estimated 
that 48 percent will be completed by the end of this year. Private 
investment proposed under certificates of necessity granted since 
Korea totals $23.4 billion. Of this amount only $13.7 billion will be 
written off at the accelerated rate. 

Ammunition production cannot, for the most part, make up losses 
resulting from the steel strike during the year 1952. For the July- 
September period total deliveries in all military procurement and 
construction programs did not dotlind from the previous period and 
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are estimated to be slightly over the $7.7 billion total of the April-June 
quarter. 

Steel production for this year will be approximately 95 million tons 
due to the impact of the steel strike, which would have otherwise 
been around 112 or 113 million tons. 

Imports of copper in July totaled 55,000 short tons as compared to 
a monthly average of 43,000 short tons in the first quarter. The 
copper picture is considerably brighter than at any time since Korea, 
but we have not yet been able to pay back appreciable quantities to 
the stockpile. 

Losses in aluminum production in the Pacific Northwest and 
Tennessee Valley have threatened the realization of some rather sub- 
stantial increases in aluminum supply. This has been due to the 
cutting off of interruptible power because of low water conditions 
and delays in bringing in new pot lines. The result of these losses 
will be to delay the scheduled deliveries of aluminum to the stockpile. 
Our original expansion program called for a doubling of aluminum 

capacity from 750,000 tons per year to 1,500,000 tons per year, which 

would amount to a quarterly average of 375,000 tons. In the third 
quarter of 1952 aluminum production was 248,400 tons, and is sched- 
uled to increase at an average rate of 22,400 tons per quarter through 
1953. 

Requirements for aluminum are so large and will accelerate so 
sharply that it has been determmed by DPA and the Munitions 
Board after exhaustive study that it is vital to our national sec urity 
to move promptly to secure additional capacity. Originally, DPA 
proposed to obtain this additional aluminum through a purchase 
agreement with Alcan. After hearings and continuous consultation 
between your committee and DPA (see p. 18), a domestic aluminum 
expansion of 200,000 short tons per year has been announced. The 
Defense Production Administration is now negotiating with new 
independent producers for this capacity. 

High heat ferro-alloys are materials of critical importance to the 
production of key military items such as jet engines. The present 
view is that this is perhaps the most difficult of the remaining ma- 
terial problems and the one which will take longest to overcome. A 
program has been initiated to increase the capacity of ferro-alloys to 
achieve stockpile goals at the earliest possible time. The Defense 
Mobilizer has given the Defense Materials Procurement Agency firm 
authority to enter into the necessary contracts to reach these goals. 

The stockpile program includes a total of 75 materials. Stockpile 
goals have been reached on 20 of the total. On 26 materials, satis- 
factory contracts have been negotiated and deliveries are proceeding 
on a satisfactory basis. These goals should be reached within the 
time scheduled for completion. There are five other materials in 
critical supply for which satisfactory substitutes have been developed. 
This leaves 24 materials, or approximately one-third of the total, 
which still present difficult problems. Various methods are being 
used to reach stockpile goals on these 24 items. A continuous se arch 
is being made for satisfactory substitutes, conservation is being 
emphasized in military and other uses of these materials, expansion 
of supply is being secured, and alert and thorough contracting 
methods are being used. In terms of dollar value we are past the 
half-way mark in our stockpile program. 
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During the fiscal year 1952 the average backlog of machine-tool 
orders was reduced by one-third, from 21 to 13 months. During 
this period, shipments of machine tools doubled, employment in the 
industry increased by approximately 10 percent, and all major bottle- 
necks have now been broken. The shift from reciprocating engines 
to jet engines in airplanes required almost a complete change in the 
type of machine tool needed by the builder of airplane engines, which 
tends to emphasize the fact that many machine tools are highly 
specialized and subject to changes in design. In spite of the above 
progress, there will always be problems connected with machine tools. 
There are still individual builders who cannot meet the demand for 
many, many months, particularly in the long-lead-time tools. Fur- 
thermore, with production now running at a higher rate than incoming 
orders, there is a tendency to reduce the rate “of production with the 
attendant result of slower deliveries. Long-range planning is re- 
quired to determine at what level of production it is necessary to 
maintain the machine-tool industry on a sound basis. 

Your committee has recognized that industrial production must be 
backed by an adequate and unfailing supply of electric power. Failure 
to provide the necessary electrical energy needed for the operation of 
the increased productive capacity would seriously weaken the coun- 
try’s position at a time when increased industrial strength is most vital. 
During the first part of 1952 your committee urged that action be 
taken to bring increased electric power into being on time, and made 
specific recommendations to the appropriate agencies. As a result 
of these recommendations a three man coordinating committee was 
established to coordinate the activities of the agencies to insure that 
this expansion program is completed on schedule, and definite expan- 
sion goals were established for each year from 1952 through 1955. 
In 1951 electric power was being generated at the annual rate of 
75 million kilowatts. Present expansion goals call for an increase of 
7 million kilowatts capacity for 1952, and for an increase of 34 million 
kilowatts from 1953 through 1955. The slippage of 2 million kilowatts 
in 1952 from the goal established in March 1952 is largely attributable 
to the delay in deliveries of heavy power equipment resulting from 
the inability of equipment manufacturers to obtain adequate amounts 
of materials during 1951. 

The National Production Authority liaison is located in the office 
of your committee, and has continued to be of great assistance to 
your committee and the Members of Congress generally. The fullest 
cooperation has existed between your committee and the Office of 
Defense Mobilization and the defense agencies operating under ODM. 
A constructive two-way liaison policy was followed that kept the 
committee and staff continuously advised of defense operations and 
the defense agencies aware of congressional intent in carrying out the 
provisions of the Defense Production Act. 

Section 119 (b) of the Defense Production Act Amendments of 1952 
provides as follows: 

It shall be the function of the committee to make a continuous study of the 
programs and of the fairness to consumers of the prices authorized by this Act and 
to review the progress achieved in the execution and adminis tration thereof. 

Continuous price studies are being conducted by the staff of your 
committee in accordance with the provisions of section 119 (b), and 
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it is contemplated that a report covering the results of such studies 
will be issued later. 

Your committee has been deeply concerned since Korea over the 
steadily increasing costs of living. During the ensuing period numer- 
ous hearings have been held to determine the facts regarding the 
fairness of prices, mark-ups, and margins. In attempting to develop 
these facts your committee has been confronted with a wide variety 
of opinions and conflicting arguments from consumers and labor on 
the one hand and business in general on the other. 

The consumers feel strongly that prices are too high. Labor con- 
tends that margins in certain industries could be lessened without 
sacrificing reasonable profits, and that some of the increased costs of 
operations should be absorbed. Management, on the other hand, is 
most forceful in its contention that profits have diminished to the point 
where an insufficient return is being realized on their investments and 
that private financing—the all-important factor for a sound and strong 
economy—is becoming increasingly more difficult to obtain because of 
the low return to stockholders. 

In the 12 months which have elapsed since the First Annual Report 
of the Joint Committee on Defense Production, the operation of our 
economy has been quite stable. This stability is revealed by a close 
study of commodity prices at the present time as compared to a year 
ago. The following tabulation of wholesale and retail prices and aver- 
age hourly earnings of all workers in manufacturing from June 1950 
to the present time shows the changes that have taken place. 

Consumer prices in the past 12 months increased approximately 2.4 
percent as compared to an increase of 2.2 percent in hourly wages. 
The increase in consumer prices since June 1950 up to the present time 
has been approximately 12.3 percent. During the same period aver- 
age hourly earnings have increased 13.5 percent. In terms of buying 
power for an hour of work, the real cost of living is about the same as 
pre-Korea, with both wages and consumer prices at about a 12 percent 
higher level. 

There has been a slight change in the buying power of disposable 
income or the income after taxes. In 1950 the disposable income was 
approximately 85 percent of the total national income as compared to 
about 80 percent in the second quarter of 1952. The tax increases 
since June 1950 have served to keep consumer buying power at a level 
quite comparable to the supply of consumer goods and services. 

In the case of commodity prices at wholesale there has been a slow 
and steady downtrend since March 1951. The price index at the 
present time is at a low point since that period. The drop in whole- 
sale prices has been quite general and with a few exceptions holds true 
for the different items of manufactured products. 

A rise or fall in wholesale prices is usually reflected with a lag of 6-12 
months at the consumer level. It would appear that present whole- 
sale prices will project into a stable price level for consumer goods 
quite comparable to current levels. 

Average hourly earnings in July show a slight drop due to the direct 
and indirect effect of the steel strike. They should advance fraction- 
ally with the resumption of a full operation of our economy. 

Farm production in 1952 continued at a high level. Ample supplies 
of most farm products will be available in sufficient quantity to meet 
current buying power at the consumer level. 
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A comparison of corporate profits before taxes shows a slight reduc- 
tion from a level of $42.9 billion in 1951 to an annual rate of $41 billion 
in the second quarter of 1952. During this period total consumer ex- 
penditures increased from $208 billion in 1951 to an annual level of 
$214.9 billion in the second quarter of 1952. This slight decrease in 
corporate profit in ratio to a slight increase in total sales volume would 
indicate a slightly smaller operating margin in the second quarter as 
compared to 1951. 
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General index i ies Lee 266. 4 328.2 383.9 325.7 290, 2 it. 0 
Foodstuffs ive : r 332.0 364.2 395.7 A7.6 48 —5.3 # 
Raw industrials Sate 241.4 308.8 375.5 307.2 269. 7 —12.3 < 
Weekly wholesale: 2 3 
All commodities his ; 157.3 169. 5 180. 1 177.6 174.4 —1.8 a 
Farm products ean ee 165.9 180. 4 194.2 189. 2 184.9 —2.3 % 
Foods sete danenw sane 162. 1 177.2 182. 2 188. 0 129.3 +.6 5 
Other than farm and food: | 5 
Fuel and lighting andes 132. ¢ 134.9 136. 4 138.8 136.7 J, 2 
Metals and metal produets ne 171.9 176.7 187.7 189. 1 194.4 +2.7 # 
Building material Pebed 202.1 219.7 | 226.1 | 223.0 224.9 +8 4 
Chemicals and allied products. _-_- 114.5 128. 7 144. 5 140.8 132. 2 —6.2 ‘ 
Consumers’ Price Index: § 4 
All items i ae ete 170.2 174.6 181.5 186. 6 191.1 42.4 : 
Foods 6 cu deteies 203. 1 210.0 221.9 227.3 235. 5 +3. 6 a 
Apparel FTE I SE ee RS 184.6 189.8 198. 5 209. 0 201.1 —3.8 4 
Rent RS Se ad Sah 130.9 131.8 133. 2 139. 5 142.3 +2. ( 3 
Fuel—electricity ..............-.-- 139, 1 141.2 143.3 137.5 147.3 +7.1 ig 
House furnishings siti paabon 184.9 194.2 207.4 211.1 204. 2 —3.3 
Miscellaneous atte diane abe 154.6 157.8 162. 1 166.0 173. 2 +4.2 j 
Average hourly earnings: | | | # 
All menufactoring.................- $1. 453 $1. 479 $1. 550 $1. 613 $1. 649 442.2 5 
ND Nn ak eaas 1. 522 | 1, 562 1. 630 1. 707 . 734 | 441.5 4 
Nondurable goods__...-.-----.-.-.- 1. 365 1.379 1. 456 1. 489 1. 545 4+3.7 Zz 


1 August 1939= 100, 

2 1926= 100, 

3 1935-39=100; August 15, 1952, latest month available. 
4 July 1952 latest month available. 


Future OvutrLtook AND CoMMITTEE OBJECTIVES 


It is particularly appropriate that your committee should make at 
this time a general assessment of the defense mobilization program. 
In the 2 years that have passed since enactment of the Defense Pro- 
duction Act your committee has followed closely the national effort 
to “develop and maintain whatever military and economic strength is 
necessary * * * to oppose acts of aggression and promote 
peace.’ We have had the continuing responsibility of reviewing the 
progress achieved in the examination and administration of the act, 
by express direction of the Congress, and we availed ourselves of the 
opportunity to advise and assist the officials of the executive branch 
charged with the administration of the act. 

There is comfort without complacency in the progress which has 
been made in building up our military strength in these 2 years. 
Rates of production of military goods are today several times the 
corresponding rates of 1950. Total national capacity for the produc- 
tion of goods and services has been increased by more than $10 billion 
worth of plant and equipment in place. New and better weapons 
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have been developed and put into production. Our stockpile of criti- 
cal materials has been substantially increased. Substantial assistance 
has been given to friendly nations of the free world in their own build- 
up of military preparedness. All of this has been accomplished with- 
out undue strains and dislocations upon wages, prices, and production 
or distribution of materials for civilian use. 

What remains to be done, however, is quantitatively greater than 
what has already been done. It is to be hoped that what remains will 
be less difficult of achievement and will move at a faster pace. It is 
not, however, less important than what has gone before and will not 
be without difficulty. 

The Director of Defense Mobilization has reported that as of Sep- 
tember 1952 deliveries of military goods since the beginning of the 
program in June 1950 total more than $41 billion worth. That is 
something less than one-third of the total procurement for which 
funds have already been authorized. The Director also reports that 
the completion of projects for the expansion of capacity assisted by 
tax amortization will rise to 48 percent by the end of this year. Con- 
sidering the acceleration that may be expected as new production 
lines begin to roll, we are justified in thinking of the program as at 
about the halfway mark. 

As originally conceived the preparedness program involved four 
goals: 

1) The production of military goods to equip our forces in Korea, 
an expanded military force at home and, in part, the military forces 
of the rest of the free world. 

(2) The provision of a military mobilization base including stock- 
piles of strategic materials and reserves of productive facilities and 
era nt. 

) The expansion of capacity for the production of basic materials 
ar services, such as steel, aluminum, electric power, and transporta- 
tion. 

(4) The preservation of a sound and prosperous national economy 
as the foundation of the entire effort. 

Short of war in the near future we can confidently expect to achieve 
all four of these program objectives. We are not, however, ‘out of 
the woods” with respect to any of them, except, possibly, No. 
The period of greatest strain and dislocation in the accomplishment 
of objectives 1, 2, and 3 would appear to lie behind us now. There 
is relatively little danger that the civilian economy will suffer greatly 
by reason of a rigorous pursuit of the balance of the program if 
reasonable care is used in the management of materials allocations 
and production priorities and in the control of inflation. 

In accomplishing the balance of the military production goals the 
mobilization agencies will need to support and assist military procure- 
ment by insuring that materials, tools, components, and facilities are 
available at the right time and in the right quantities. They will 
need to identify and relieve bottlenecks in production as they occur, 
They must recognize the need for even closer coordination between 
the civilian produc tion agencies and the procurement machinery of 
the Department of Defense. 

If the availability of materials makes it possible, the responsible 
officials and agencies should review current production schedules with 
a view to increasing the acceleration curve in the rate of deliveries 
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whenever there is reason to believe that earlier deliveries will mean 
a net increase in our strength. 

For a winning mixture we need to combine strategic considerations 
with industrial know-how. The civilian agencies should play an 
important role in the development of military production schedules 
to assure maximum realization of military objectives within the limits 
of industrial feasibility and efficiency. 

As materials become more plentiful with the increasing success of 
the expansion program the mobilization agencies should continue to 
decontrol promptly and completely. So long as certain materials 
remain in short supply the military procurement program must con- 
tinue to be protected by allocations and priorities. At the same time, 
of course, the available balance of scarce materials must continue to 
be divided among competing demands in a manner reflecting the 
importance of these demands to the national defense, and the preser- 
vation of civilian economy and the fair and equitable treatment of 
less essential users. 

The steel strike and the supply situation in copper and aluminum, 
with the requirements for a new and intensive stockpiling program, 
will require the continuance of the Controlled Materials Plan well into 
1953. However, DPA and NPA and the related agencies must soon 
return to the task they had undertaken prior to the steel strike—the 
planning of procedures looking to the removal of allocation controls 
from the civilian economy which are a part of CMP in its current 
phase. A key and essential part of that task both in planning and 
operations to accomplish the desired objective is to reduce to a 
minimum the governmental interference with the economic system 
without at the same time destroying any necessary degree of priority 
and allocation support for the military production program. In 
addition to the CMP pertaining to steel, copper, and aluminum, the 
continuing use of priorities and allocations to support military and 
atomic energy activities may be required for a number of the ferro- 
alloys, certain chemicals, some supporting industrial materials and, 
of course, machine tools and certain types of production equipment 
that are importantly involved in military and atomic energy programs. 
Special measures may also have to be taken for specific defense- 
supporting projects such as, for example, certain electric power 
facilities, as well as the prompt completion of expansion programs 
such as those for steel, chemicals, aluminum, petroleum, trans- 
portation, and a number of new facilities for processing parts and 
components for military programs. 

Before leaving the subject of the first mobilization goal—the 
production of military equipment—your committee wishes to reiterate 
its conviction that this portion of the program is an urgent one. 
There is no reason to let up for a moment in the effort to attain readi- 
ness for a sudden attack. The danger of Communist aggression has 
not lessened. Our past experience has taught us that sounds from 
behind the iron curtain intended to suggest that there is no danger 
of war cannot be so interpreted. In view of this it is comforting to 
know that materials and productive facilities may become available 
in such measure that the timetable of military readiness can be 
shortened. 

The second goal of the mobilization program, the creation of a 
mobilization base, is likely to present the most difficulty in the future. 
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The concept of a mobilization base, 1. e., the productive capacity 
which the Nation would need in order to move quickly in a full-scale 
war production, is not novel. The Stockpiling Act of 1946 recognized 
one element of such a base by providing for the purchase and storage 
of materials needed for war and for which we would be dependent 
upon overseas supplies. Prior to that, the historical development of 
— and navy yards for special productive uses related to key 

‘apons and military equipment recognized that there are certain 
specialized productive and supply operations which must be provided 
in peacetime as a base for the national defense. 

The gratifying response of private industry, whose output or services 
are important to defense and to mobilization readiness, to the induce- 
ments for expansion provided by the Defense Production Act and the 
tax-amortization authority has done much to make America stronger. 
A great expansion program has been accomplished largely by means of 
the Government’s permission to private companies to accelerate the 
rate of depreciation of their new facilities together with the provision 
of priorities and allocation assistance to secure the necessary construc- 
tion equipment and materials. In addition to the expansion of indus- 
trial facilities there have been substantial accretions to the stockpile, 
even though we have fallen below the established goals for certain 
critical materials as has been mentioned previously in this report. 

These measures have not, however, provided a rounded mobiliza- 
tion base. From this vantage point, with the production program 
well under way, it is possible to identify many of the gaps in the pro- 
ductive machinery and in materials availabilities which will constitute 
artificial ceilings or bottlenecks upon a total effort unless they can be 
eliminated. Your committee has been informed by mobilization 
officials that there are needed facilities whose usefulness is substan- 
tially limited to war production which private industry has advised 
they will not undertake upon the strength of tax postponement or 
Government loans and loan guaranties. 

During World War II more than 2,000 production facilities were 
built by the Government through the agency of the Defense Plants 
Corporation. In the current preparedness effort it has been the 
policy of the Government as a whole to avoid Government construc- 
tion of plants and to rely upon private industry aided by Govern- 
ment loans and tax incentives. Your committee feels that this has 
been a wise policy and that it has worked well, in general. 

In the process, however, of rounding out the mobilization base it 
is the view of mobilization officials that we will be faced with prob- 
lems which would be unattractive to private industry. These 
officials point out that the production of some types of machine tools 
require many months which could not be spared after M-day. Yet 
the peacetime requirement for such tools would not justify their 
purchase by industry. Similarly, finishing capacity for certain 
shapes and forms of steel and aluminum required for full mobiliza- 
tion would not be fully occupied short of war, yet it cannot be created 
quickly after war begins. The Congress will look to mobilization 
agencies to present the case for any new authority that is needed 
during the next session. 

The third production goal—expanding basic capacity—is nearing 
substantial achievement. The increase in steel and aluminum 
capacity is well known. Equally important advances have been 
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made in a large number of chemicals and in other metals and in the 
provision of transportation service and energy resources. While the 
Government’s role has been important, your committee feels that 
major credit must be given to the optimism and confidence of Ameri- 
can industry for the remarkable progress in this area. By widening 
the base of the entire industrial economy the Nation has achieved 
increased readiness not only for the advent of war but for the main- 
tenance of ever-increasing living standards for our people if war can 
be avoided. 

There is reason to hope that inflationary pressures will not substan- 
tially increase during the balance of the program, barring unexpected 
dev elopments in the international situation. Nevertheless, the 
situation justifies optimism rather than complacency. The problem 
of economic stabilization while military production continues at the 
rate of 8 to 10 billions of dollars per quarter will justify the most 
careful consideration by the new Congress. 

Having seen the production machine get into high gear, it is the 
purpose of your committee to warn against any slac kening of effort. 
It is perhaps correct to say “well started is half done,” but half done 
is not enough. The creation of strength to deter aggression is essen- 
tial to the survival of the free world and there must be no hesitation 
or loss of momentum in completing the job. 


CoMMITTEE Pu BLICATIONS 


The complete list of your committee’ s printed reports is as follows: 


Hoarding and Strategic Materials: Hearing before the Joint Committee on De- 
fense Production, December 20, 1950. 

Regulation W—Automotive: Hearing on the effect of regulation W on automotive 
sales and financing, December 6, 7, 8, and 11, 1950. 

Progress Report No. 1: Discussion of Defense Production Act, Eric Johnston and 
Michael DiSalle, February 9, 1951. 

Progress Report No. 2: To hear Charles E. Wilson, Director of Defense Mobiliza- 
tion, February 8, 1951. 

Progress Report No. 3: Wage Stabilization Board and Defense Production Ad- 
ministration, February 13, 1951. 

*Progress Report No. 4: To hear Michael V. DiSalle, Director, Office of Price 
Stabilization, March 2, 1951. 

Progress Report No. 5: Secretary Charles F. Brannan and Michael V. DiSalle on 
cotton controls, March 8, 1951. 

Progress Report No. 6: Manly Fleischmann, Administrator, NPA, on tax amorti- 
zation program, March 19, 1951. 

*Progress Report No. 7: Charles E. Wilson, Director, Office of Defense Mobili- 
zation on his April 1 report to the President; opinion on Government contracts 
by Robert L’Heureux, April 4, 1951. 

Progress Report No. 8: WiHiam H. Harrison, Administrator, Defense Production 
Administration, tax amortization and certificates of necessity, April 12, 1951. 
*Progress Report No. 9: Witnesses on the meat production and supply situation, 

June 13, 15, 1951. 

Progress Report No. 10: Charles E. Wilson, Director, Office of Defense Mobiliza- 
tion; Manly Fleischmann, Administrator, Defense Production Administration; 
and Michael V. DiSalle, Director, Office of Price Stabilization, price regulations, 
allocations, and priorities, November 26 and 27, 1951. 

Progress Report No. 11 (S. Rept. No. 1061): Steel, copper, and aluminum alloca- 
tions survey, January 15, 1952. 

Progress Report No. 12: Gordon Dean, Chairman, and others from the Atomic 
Energy Commission, dise ussion of Savannah River project, November 27, 1951. 

Progress Report No. 13 (S 5. Rept. No. 1107): Machine tools, January 23, 1952. 


——————— or, 


*Supply exhausted; no longer available. 
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Progress Report No. 14 (S. Rept. No. 1310): World supply, United States produc- 
tion, consumption, imports and exports of steel, copper, and aluminum, and 
domestic requirements and allocations, March 17, 1952. 

Progress Report No. 15 (S. Rept. No. 1062): Electric power study, January 15, 
1952. 

*Progress Report No. 16: Charles E. Wilson, Director, Office of Defense Mobiliza- 
tion, and Manly Fleischmann, Administrator, Defense Production Adminis- 
tration, on second quarter 1952 allocations, January 9, 1952. 

*Progress Report No. 17: Charles Sawyer, Secretary of Commerce; Thomas H. 
MacDonald, Commissioner, Bureau of Public Roads; and Vice Adm. Edward 
Cochrane, Administrator, Maritime Commission, on second quarter 1952 allo- 
cations, January 15, 1952. 

Progress Report No. 18: Arthur 8. Flemming, Assistant to the Direetor—Man- 
power, and Rodolfo A. Correa, General Counsel, Office of Defense Mobilization, 
on procurement in labor surplus areas, February 6, 1952. 

Progress Report No. 19: Various witnesses on the Canadian aluminum proposals, 
May 26 and June 2, 1952. 

Progress Report No. 20 (S. Rept. No. 1987): Aluminum program, June 30, 1952. 

Progress Report No. 21: Henry H. Fowler, Director, Office of Defense Mobiliza- 
tion, on current and future defense activities, October 1, 1952. 


Activities OF AGENCIES Havine Funcrions UNpER DEFENSE 
Propuction Acr 
All Federal agencies having functions under the Defense Production 
Act were requested to submit reports of their activities for the year. 
These reports will be found in the appendix to this report. 


*Supply exhausted; no longer available. 
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OFFICE OF DEFENSE MOBILIZATION 


OFFICE OF DEFENSE MOBILIZATION, 
Washington, D. C., September 15, 1952. 
Hon. Burnet R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 

DeAR SENATOR MAYBANK: In reply to your letter of August 22, 1952, request- 
ing a report on activities under the Defense Production Act, the following infor- 
mation is submitted: 

The Office of Defense Mobilization was established in the Executive Office of 
the President by Executive Order 10198 of December 16, 1950, issued pursuant 
to the Defense Production Act. 

Executive Order 10193 provides that the Director of Defense Mobilization 
“shall on behalf of the President direct, control, and coordinate all mobilization 
activities of the executive branch of the Government, including but not limited 
to production, procurement, manpower, stabilization, and transport activities.” 
The Director is authorized to perform his functions through such officers and 
such agencies as he shall determine, consonant with law. Section 802 of Execu- 
tive Order 10161 of September 9, 1950, as amended, which delegated certain 
functions of the President under the Defense Production Act, provides that all 
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functions delegated or assigned by or pursuant to it shall be performed by the 
respective officers and agencies concerned subject to the direction, control, and 
coordination of the Director of Defense Mobilization. 

Responsibility for joint certification with the Secretary of Defense of critical 
defense-housing areas for rent-control purposes was placed in the Office of Defense 
Mobilization by the Defense Production Act Amendments of 1951. In addition, 
pursuant to Executive Order 10296 of October 2, 1951, this Office was delegated 
the function of determining critical defense-housing areas for purposes of the 
Defense Housing and Community Facilities and Services Act of 1951. The De- 
fense Production Act Amendments of 1952 authorized the Director of Defense 
Mobilization to appoint a Defense Areas Advisory Committee to advise him in 
connection with the exercise of any function or authority vested in him by the 
Housing and Rent Act of 1947, as amended, the Defense Housing and Community 
Facilities and Services Act of 1951, as amended, or by delegation thereunder, 
with respect to determining any area to be a critical defense-housing area. 

Under these authorities, the Office of Defense Mobilization conducts no pro- 
grams directly but is concerned with policy guidance to the operating agencies, 
and with a general review, control, and coordination of their activities. 

The Office of Defense Mobilization has no industry advisory committees. 

The staff of this Office on September 5, 1952, totaled 215 part-time and full- 
time persons, as follows: 

Full time: 
NN cai casas amit kei a usendaie abide bl ln eas od at inland han cs adeeb toll 122 
NR tathenie dh arta ss ieeacts vistsae eect beer cnmiene iain eeucinionsac sched sketimmtabaa: | Oe 
POETIC TRO Or GOOG sas St ikicte excite en bad tie gucesateweenni 


PI as one a ae congenic na eee 
Part time. = 


PE IG iracceen cqreweniteienntetigg areca ee Nea RRS ES STU iis ti ot inc ta tse en cnn senna 31 
I a ll rl on lmnan ceed iio wghaleae cea 
FICCI STOGN GIEY DIN icin ce cncndenenadiecadewcnmnninnmine 2 
SOR. DON (RR cennyncmamninetncncmacmiingiiineubiiiddtanhwatm 82 
De SO osc. terre denne wdcimnininc htjmcettinwdn pitmlylinnbais Ems 215 


The various operating agencies which are conducting specific programs under 
the Defense Production Act, as amended, are reporting directly to you on their 
operations. As a general summary of the entire program of defense mobiliza- 
tion, with the exception of the third and fourth quarters, you may find useful 
the quarterly reports of this Office, copies of which are attached. These reports 
cover defense-mobilization progress through June 30, 1952. The report for the 
third quarter will be available October 1, 1952. 

I trust that this information is satisfactory for your purposes in preparing 
your report to the Senate and the House of Representatives. If you desire other 
material that I can supply, please let me know. 

Sincerely yours, 
Henry H. Fow ter, Director. 





DEFENSE PRODUCTION ADMINISTRATION 


DEFENSE PRODUCTION ADMINISTRATION, 

Washington, D. C., September 26, 1952. 

Hon. Burnet R. MAYBANK, 

Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 
Dear SENATOR MAYBANK: In accordance with your request of August 22, 1952, 
I am sending you herewith a report covering the operations of the Defense Pro- 
duction Administration during the period from October 1951 to September 1952. 
You have already received through the Secretary of Commerce a similar report 
covering the operations of the National Production Authority. Since the work 
of the two agencies has been closely related, these reports complement each other. 
Sincerely yours, 

Henry H. Fowter, Administrator. 
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AUTHORITY AND RESPONSIBILITIES 


On January 3, 1951, the President established the Defense Production Adminis- 
tration (Executive Order 10200, 16 F. R. 61) and stipulated that it was to be 
headed by an Administrator who was to carry out his duties subject to the direc- 
tion, control and coordination of the Director of the Office of Defense Mobilization. 

The President delegated to the Administrator his responsibilities under titles I 
and II and section 708 of the Defense Production Act of 1950, as amended (Public 
Law 778, 81st Cong.; Public Law 96, 82d Cong.; Public Law 429, 82d Cong.) 
relating respectively to priorities and allocations, requisitioning, and voluntary 
agreements. 

At the same time and by the same instrument (i. e., Executive Order 10200), 
the Administrator was designated as the certifying authority under section 124A 
of the Internal Revenue Code (Revenue Act of 1950, Public Law 814, 81st Cong.) 
for the purpose of specifying those defense expansions the total or partial cost 
of which could be written off at an accelerated rate for tax purposes. 

In order to carry out the defense programs established by him, the Adminis- 
trator in turn delegated priorities and allocations authority to the Secretary of 
the Interior, the Secretary of Agriculture, a Commissioner of the Interstate 
Commerce Commission, and the Secretary of Commerce with respect to materials 
and facilities in accordance with their normal established jurisdiction (DPA 
Del. 1, May 24, 1951). Each of the foregoing, acting as a claimant agency, par- 
ticipates in the determination of over-all materials allocations through the 
central Requirements Committee. In addition, each of the delegates has been 
directed to make recommendations to the Administrator with respect to materials 
and facilities within his particular jurisdiction where action is required by the 
Administrator under sections 302, 3038, and 708 (b) of the act and section 124A 
of the Internal Revenue Code (DPA Del. 1, as amended, November 3, 1951). 

Under Executive Order 10161 (15 F. R. 6105), as amended by Executive Order 
10281 (16 F. R. 8789), the Administrator was authorized to certify to the Recon- 
struction Finance Corporation as to the “essentiality” of loans under section 302 
of title III of the act. Likewise, the Administrator directs the functions under 
section 303 of the act in regard to purchases and commitments to purchase 
metals, minerals and other raw materials (except food) for Government use 
or resale; the encouragement of exploration, development and mining of critical 
and strategic minerals and metals; the making of subsidy payments; and the 
installation of facilities in Gevernment-owned and private plants. 

The Defense Materials Procurement Administrator carries out such activities 
pursuant to programs certified by the Defense Production Administrator. 

By Executive Order 10296, the President delegated to the Administrator his 
authority to designate those areas to which certain public-housing assistance may 
be afforded under the Defense Housing and Community Facilities and Service Act 
of 1951 (Public Law 139, 82d Cong.) because of isolated defense installations. 

In addition to the foregoing functions directly delegated to the Administrator, 
he has been designated by the Director of the Office of Defense Mobilization 
(DMO 19, June 7, 1952) for the purpose and within the meaning of section 450 of 
the Internal Revenue Code to certify to the Secretary of the Treasury those 
strategic minerals essential to the defense effort and not normally produced in 
appreciable quantities in this country which should be afforded excess-profits 
tax exemption. 


EFFECTIVENESS OF PROGRAMS 


Major objectives of production program 

As stated in the sixth quarterly report to the President by the Director of 
Defense Mobilization, the general objectives which have been the keystone of the 
planning and programing operations of DPA since its inception are: 

1. Military production—a growing output of superior weapons, to equip our 
forces in Korea and our expanding forces at home, and to aid in equipping the 
military units of our allies. 

2. The military mobilization base—provision of the productive facilities, in- 
cluding machine tools and other production equipment, which will enable this 
Nation to swing rapidly into all-out military production if the need should 
arise. 

3. Basic economic expansion—building of the industrial, raw-material, and 
agricultural capacity that is needed for maintaining a large-scale military pro- 
duction program over an indefinite period, or that would be needed as part of 
the mobilization base for global war. 
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4. Consumer goods and services—within the limits set by the above objectives, 
allowance for a high level of production for current civilian needs. 

The sections below describe the progress toward the above goals. 
Achievement of military production 

The Defense Production Administration, in the use of its authority for pro- 
graming under the Controlled Materials Plan, its expediting and production 
coordination powers through various interagency committees and its develop- 
ment of expansion goals as implemented by means of aids such as accelerated 
tax amortization and borrowings under section 304, has made the achievement 
of military production its primary objective. The definite position taken by 
DPA in insuring that military demands will be met is stated in a general pro- 
gram order prescribing operating policies under CMP: 

“The screened requirements of the Department of Defense and the Atomic 
Energy Commission shall be met in full except where this would do substantial 
damage to the basic industrial requirements and essential civilian requirements.” 

The channeling of materials, components, and end-item production has re- 
sulted in shifting nearly 20 percent of our industrial output to the production 
of military goods. Since the beginning of the current mobilization to the end 
of September 1952, American industry will have produced approximately $41 
billion worth of either military goods or facilities. Industry is now working 
on an additional $59 billion worth of orders that have been placed, and there 
remains nearly $29 billion that is not yet on order from the total appropriation 
of $129 billion. During the 2 years since Korea, the growth of military produc- 
tion has been rapid. Deliveries of military hard goods, such as aircraft, ships, 
tanks, guns, and ammunition, have steadily accelerated during the past 12 
months, as is shown in the chart below. 


MILITARY PROCUREMENT 
DELIVERIES OF HARD GOODS VS SOFT GOODS & CONSTRUCTION 


Million of Dollars 
2500 


2000 


1500 
HARD GOODS” 
1000 


500 » 


coc 
a 


/ Nsort GOODS & 
CONSTRUCTION 





JASONDIVF MAMI SASONDIVF MAMI VT ASOND 
1950 195! 1952 


Deliveries of aircraft at the end of the second quarter of 1952 exceeded 800 
a month, or more than three times the rate of 2 years ago. During this period 
the nature of production has shifted. Thus, today, substantial quantities of 
600-mile-an-hour class F-84G Thunderjets equipped for in-flight refueling are 
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being produced. Production of this jet fighter alone is exceeding our pre-Korea 
production rate for all fighters. One of the outstanding aircraft production 
accomplishments has been the transition from bench-made to quantity produc- 
tion techniques in helicopter manufacture. These versatile aircraft have proven 
valuable in many military missions, including troop and cargo transport, rescue, 
evacuation of wounded, submarine reconnaissance, observation, and artillery 
spotting. Increasing requirements for all varieties and sizes of helicopters 
have resulted in several new manufacturers being added to the aircraft industry. 

Total aircraft engine production has increased on the same scale as aircraft 
to approximately three times the pre-Korea rate. Jet engines comprise a stead- 
ily rising proportion of the total. Through intensive work, entirely new and 
vastly superior engines, using less critical material, are coming off the produc- 
tion lines in increasing quantities. Their power is being increased constantly. 
The first United States jet plane was powered by two engines, developing only 
1,300 pounds thrust each. The thrust of today’s jet engines is generally five 
times greater, and far more powerful engines are under development. 

When the Korean operation began, the Army had large stocks of some types 
of World War II ammunition. These stocks were drawn upon to meet Korean 
needs and only moderate orders were placed for new production. In December 
1950, additional funds for ammunition were authorized and new production was 
undertaken. The heavy fighting in the early summer of 1951 drew down our 
stocks and led to a substantial raising of production schedules. By September, 
production of the major critical types of ammunition was above the highest 
average rates of consumption experienced in Korea to date and output will 
continue to climb. 

Production of electronics is now running at seven times the low rate at the 
time of Korea, when less than 5 percent of the major military electronic items 
now in the program were in production. During the last 6 months, 52 major 
electronic items were first brought into volume production. 

The greatest developments have been in the field of radar. Of the 81 major 
items of radar equipment currently under contract, not one was being produced 
at the start of the Korean action. Radio has shown almost as much change 
as radar, with only three of the major items presently under contract having been 
produced prior to June 1950. All of the sonar underwater detection devices 
are also new. 

More than 100 shipyards in the Nation are now at work on the naval rearma- 
ment program, including craft for the Army and Air Force. During the past 
9 months, 19 combat vessels, including minesweepers, and many more auxiliary 
vessels have been launched. Six combat vessels and many more auxiliary ves- 
sels have been completed. Work has also progressed on the large corversion 
program to incorporate more modern methods of propulsion, newer weapons, and 
electronic devices in existing vessels. 

Five large, fast, and powerful destroyer-leaders, a new class of ships which 
will add greatly to antisubmarine strength, have been launched in recent months. 
All of these vessels, equipped with new electronic devices for hunter-killer mis- 
sions, are expected to join the fleet by the end of 1952. 

The heart of the Navy’s program for converting Reserve Fleet vessels to under- 
take present-day missions is the conversion of carriers of the Esser class to 
enable them to handle the heavier and faster modern jet aircraft. Work has 
been completed on four of these carriers, eight more are under conversion, and 
work is to begin soon on two more. 

To achieve the build-up to nearly $8 billion of military deliveries a quarter, 
many production problems had to be solved, design difficulties ironed out, and 
production lines established with balanced flow of materials, parts, and com- 
ponents for both short and long lead-time items. This has been accomplished 
as shown in the following section with a minimum of dislocation to the civilian 
economy. 


Impact on the national economy 


The declaration of policy in the Defense Production Act of 1950 (sec. 2), 
stated that the President was granted powers to curtail and redirect normal 
civilian production and purchase so that the national economy might be main- 
tained at maximum effectiveness with the least amount of hardship during the 
period of diversion and expansion of production facilities and supplies. A review 
of several of the more important indicators of the health of the national economy 
provides a basis for judging the success in maintaining a strong and balanced 
economy. 
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A apnoea which must suddenly and quickly divert the productive facilities 
of the Nation from normal production channels to those dictated by the neces- 
sities of national security, might be expected to result in greater unemployment 
and a corresponding reduction in the economic conditions of the workers. Just 
the opposite happened; the unemployment record since Korea shows that shifts 
in production from normal products to those of military value were accomplished 
with an actual reduction in unemployment. 


UNEMPLOYMENT 


eee 


DT) a. 


‘ae o. Ld La mer 


Millions of Persons 






A 









Jan-Jun 1950 
Monthly average 1951 1982 


During the 12 months ending July 1952 unemployment averaged below 2 mil- 
lion persons in contrast to unemployment of nearly 4 million persons per month 
during the 6 months immediately prior to Korea. Not only was unemployment 
kept at a minimum but the incomes of consumers rose to all-time highs. The 
rise in personal income since Korea more than offset the increased tax burdens 
created by the large military budget and the higher prices generated during the 
first 9 months after Korea. In the period just prior to Korea, personal in- 
come after income taxes (disposable income) was at a rate of $200 billion per 
year. By the second quarter of 1952, approximately 2 years later, disposable 
income had risen to $231 billion per year. 
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While it is true that prices paid by consumers had advanced during the 2-year 
period, the increase in prices amounted to 11 percent as compared with the 16 
percent increase in disposable income. 
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A strong national economy depends not only upon the welfare of the indi- 
vidual but also upon the health of the business community. One of the best 
measures of the health of the business community is the number of the business 
failures each month. Prior to Korea the average monthly rate of failures was 
equal to 825 per month, involving a liability of something like $23 million per 
month. During the past 12 months, the number of failures dropped by an 
average of 20 percent, with a corresponding decrease in magnitude of the 
liabilities. In the area of manufacturing, which is the segment most subject 
to controls, the number of failures before Korea averaged about 190 per month 
while during the 12 months ending June 1952 the average was 136, or a 30 percent 
drop in the number of failures. 
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The great expansion in production of goods which took place during the last 
2 years made it possible to keep the dislocation of the economy to a minimum, 
Physical production as measured by Federal Reserve Board Index averaged 
189 before Korea and 215 during the 12 months ending July 1952. Thus, it was 
largely through the means of expanded output that military production equaling 
16 percent of current industrial production was accomplished. 

The civilian and defense-supporting economy was able to draw upon current 

production approximately the same amount received just prior to Korea. Short- 
ages were generated largely from increased demand, not reduced supplies. In 
the case of the durable goods production area where the demands for conversion 
to military output and defense-supporting expansion programs were at a maxi- 
mum, over-all production increased by 20 percent, enabling the conversion of 
25 percent to be made to the military, and thus leaving a maximum curtailment 
of 5 percent production for civilian uses. As will be pointed out later in greater 
detail, the small drop in civilian production did not mean that supplies to 
consumers were curtailed, as inventories had been built up during the months 
4 immediately after Korea and prior to any major conversion of our productive 
. 3m resources to military production. 
, The statistical evidence is clear that the priority and allocation powers dele- 
t@ gated by the President to this agency for the diversion of productive facilities 
and material supplies to the manufacture of military goods and defense-support- 
ing expansion have been used in such a way as to minimize the dislocation to 
the national economy. Unemployment has been reduced; business failures have 
been reduced; personal income has risen faster than both income taxes and 
prices, Military production was, therefore, largely achieved by means of increases 
in total production. 
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4 Impact on small business 


It was the intent of Congress (sec. 701 of the Defense Production Act of 
1950, as amended) that “small business enterprise be encouraged to make the 
greatest possible contribution for the achieving of the objective of the act.” 
During a period of rapid diversion of supplies and productive facilities to 
military production serious damage might have been done to the competitive 
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position of small business unless safeguards were introduced. The procure- 
ment policy for small business developed by DPA during the first year of the 
life of the act had the effect of enabling small business to enjoy a more favorable 
economic position during the months subsequent to Korea than they did prior to 
the period of expanded military procurement. 

The effectiveness of the policies of this and other defense agencies may be 
best seen from the statistics on the relative health enjoyed by small companies 
in the metal-working areas. 

Value of shipments.—In 1950 companies with less than 100 employees shipped 
approximately $1,470 million each quarter of metal products. By the first 
quarter of 1952 shipments from these small firms amounted to more than $2,000 
mnillion, or a 40-percent increase. Companies with from 100 to 500 employees 
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also expanded their shipments in excess of 40 percent over June 1950. These 
large advances in sales are in contrast with a 19-percent increases in shipments 
of the largest firms since June 1950. 


SMALL BUSINESS 
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Rated orders: Conversion to military and defense supporting production 
among the metalworking industries has proceeded until approximately 50 per- 
cent of all shipments made in the first quarter of 1952 were against military 
and defense supporting rated orders. Companies with less than 100 employees 
reported that 57 percent of their shipments were against rated orders. The sam¢ 
percentage was reported by companies with from 100 to 500 employees. In con- 
trast, only 47 percent of the value of shipments of the companies with more 
than 500 employees were against rated orders. 
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Impact on availability of goods 

The diversion of more than 16 percent of our current production to direct 
military production would be expected to cause a considerable shortage of goods 
to consumers. However, the ability of the American industrial economy to 
expand quickly enabled this Nation to build up inventories of consumer goods 
before it was necessary to introduce material controls. 

The large retail sales of durable goods during the last half of 1950 and the 
first quarter of 1951 are an indication of the rapid expansion of inventories 
in the hands of the consumer. American industry was capable of not only 
pouring large quantities of goods into the hands of the consumer but enabled 
suppliers to increase their stocks. Inventories held by manufacturers, whole- 
salers, and retailers increased markedly over the pre-Korean period even 
after adjustments have been made for prices. Undoubtedly the availability 
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of these goods in suppliers’ hands did much to level off the prices—once the 
hoarding sprees had subsided. 

While military schedules call for higher production during the next year it 
is now clear that such increases can be made without seriously affecting the 
supplies of durable goods to civilian consumers because of the existence of well- 
filled commercial and manufacturing inventories and of the existence of new 
productive capacity. 

Impact on labor 

As a result of the materials cut-back and the conversion problems which de- 
veloped late in 1951, several areas developed relatively high degrees of unem- 
ployment. In order to assist these areas, the Defense Distressed Areas Task 
Force was created by the administration. This task force, consisting of repre 
sentatives from nine Government agencies, in cooperation with local groups, 
emphasized the importance of placing more defense contracts and subcontracts, 
particularly those with a short lead time, in the distressed areas. 

A brief review of the problems in specific distressed areas and the action 
taken to meet them is included in the National Production Authority report to 
the Joint Committee on Defense Production. 

The unemployment situation in the construction industry became especially 
serious in certain areas in the latter part of 1951 and early 1952. One of the 
first areas to feel the impact of restrictions on construction was the metropolitan 
area of New York and northeastern New Jersey. The curtailment of commercial, 
residential, public, and recreational construction directly resulted in unemploy- 
ment because there was little or no military or industrial expansion in the 
area. To alleviate the situation, every application for construction received 
from this (as well as other similar areas) was approved except for recreational 
and amusement projects. 

Harly this year Detroit had 125,000 unemployed. Partially as a result of 
the task force’s efforts, it had, by May, moved into a less critical labor area 
designation, according to the Labor Department’s classification. As of this 
month the situation is reversed from that prevailing in January and there is 
now a reported shortage of manpower, particularly skilled labor. 

The task force was recently abolished and its functions are now being carried 
on by Regional Defense Mobilization Committees. 


EXPANSION OF PRODUCTION CAPACITY AND SUPPLY 


It was the intent of Congress that the United States develop the economic 
strength necessary to oppose acts of aggression and to promote peace. Con- 
gress also recognized that the expansion of production facilities beyond levels 
needed to meet civilian demand was required (sec. 2, declaration of policy, 
Defense Production Act 1950). Furthermore, it was the intention of Congress 
that such expansion be carried out as far as practicable within the framework 
of the American system of competitive enterprise. 
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Congress gave the President powers and tools which enabled this agency, 
working in cooperation with other defense agencies, to assist and provide 
incentives for private enterprise to expand. However, expansion under these 
programs is not the only measure of the growing strength of our productive 
capacity. To measure the over-all progress toward expansion by private enter- 
prise, the expenditures for private plant and equipment during the period since 
Korea have been compared to the immediate pre-Korea level. The currrent 
rate of expenditures is almost 50 percent greater than the rate during the 
6 months preceding Korea. Even after adjusting for price increases in capital 
goods, the American economy is adding to or replacing its industrial and 
commercial plant at a rate 42 percent faster than it did during the 6 months 
January to June 1950, 


Planning of expansion programs 

In order to insure that Government-aided expansion programs were directed 
co the increasing of industrial capacities and of supplies most vitally needed 
for the development of maximum national security, the Defense Production 
Administration together with delegate defense agencies of the Government devel- 
oped and is continuing to develop specific expansion goals. 

The goals are set on the basis of studies prepared in the various industry 
divisions of NPA and other associated defense agencies such as Defense Electric 
Power, Agriculture, etc. and on review by a special DPA expansion staff to 
see that they are realistic and integrated with each other. The goals in all cases 
have been set to cover all the partial mobilization requirements of the Depart- 
ment of Defense, Atomic Energy Commission, and the civilian needs for a strong 
and prosperous economy. In some cases wherever it is possible to determine that 
the full mobilization needs cannot be met through a cut-back of the rate of 
civilian consumption, the goals have been set higher than the partial mobilization 
needs. <A constant review is being conducted as to the adequacy of goals and as 
full mobilization requirements are more firmly developed some goals will have to 
be revised upward. 

To date 160 goals have been set, ranging from the expansion of facilities 
to increase the supplies of raw materials such as copper to the construction of 
new plants to manufacture end products such as storage batteries and steam 
turbines. 

One of the major problems in the setting of a goal for a particular product 
or industry results from the interrelationship of modern industrial technology. 
An example of this may be seen in the aluminum expansion program. 

In order to operate the new aluminum plants it has been necessary to sub- 
stantially expand mining faciilties for bauxite and capacity to produce alumina 
therefrom. The three major producers, therefore, have undertaken to expand 
the mining of bauxite in Surinam, in Jamaica, in the Dominican Republic, and 
in Arkansas by an estimated 3 million tons per year when facilities have been 
completed. These arrangements have involved substantial private expenditures 
for various mining and transportation facilities such as railroads, ships, and 
long distance overhead tramways. 

In order to provide the necessary quantities of alumina to service the system, 
two large new alumina plants are under construction in Texas and Arkansas. 
Substantial expansion of existing alumina facilities in Illinois, Louisiana, Ala- 
bama, and Arkansas has also been undertaken. The capacity of the alumina 
plants prior to the expansion program amounted to 1,745,750 tons of alumina per 
year. After the expansion has been completed this capacity will have expanded 
to 3,440,000 tons per annum. The latter figure will permit some small safety 
margin or surplus which may be used in any further expansion. 

The supplies of cryolite required as the electrolyte in the production of alumi- 
num proved to be inadequate to carry the larger load. Accordingly, DPA cer- 
tified five separate expansions in facilities for the production of synthetic and 
reclaimed cryolite, including one facility by a newcomer utilizing a byproduct 
of fertilizer production instead of fluorspar. 

The fabricating system for aluminum has been intensively studied during the 
past 12 months and expansion goals have been established or are being set up 
for that portion of the system where it appears that deficiencies may develop in 
the event of total war and where the lead time is sufficiently long so that any 
post M-day expansion might constitute a damaging bottleneck. The principal 
expansions under way or proposed in this area consist of the following: 

(a) Heavy forgings and extrusions.—This program is essentially an “arsenal” 
operation and involves the building of eight enormous forging presses and nine 
large extrusion presses, 
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(b) Sheet.—An expansion goal is about to be set up in order that DPA may 
certify construction for private account of sheet mills capable of producing high 
strength alloy aircraft sheet. 

(c) Tapered sheet.—This is another “arsenal” program financed by the Air 
Force and the Navy for production of specially designed tapered aluminum 
sheeting for use in the super-modern military airplanes of the “swept back” 
wing type. 

(d) Rod and bar facilities.—An expansion program for additional finishing 
capacity for rod and bar and for one new large blooming mill is about to be 
undertaken. 

(e) High frequency welding of aluminum tubing.—This is a new process which 
it is hoped can be developed by private concerns in order to service the projected 
large requirements for aluminum tubing for rockets in the event of war. 

(f) Heavy castings.—While adequate facilities for small castings of the sand 
and permanent mold type exist, there is an obvious lack of such facilities for the 
larger aluminum castings required under total mobilization, and an expansion 
goal will be established for such facilities. 

(9) Hard alloy ertrusions.—There are a multitude of extrusion presses in 
the country capable of handling ordinary extrusions. However, there is a 
definite lack of presses capable of turning out shapes of the harder aluminum 
alloys required for military uses in case of total war, and an expansion goal will 
be established for extrusion presses with a capacity of 3,000 to 5,000 tons. 

Tax amortization program 

Authority for tax amortization is contained in section 124A of the Internal 
Revenue Act. Under Executive Order 10200 of January 3, 1951, the Adminis- 
trator of the Defense Production Administration was made the certifying author- 
ity for tax amortization certificates. 

Accelerated amortization has stimulated a tremendous expansion of privately 
owned industrial facilities needed to build the Nation’s armed strength. During 
early World War II it was necessary for the Federal Government to directly 
finance over $18 billion of expansion of key facilities. 

Thanks to the development of a sound production base in the present mobiliza- 
tion program a repetition of the frantic need for expansion of facilities will be 
reduced proportionately in the event of another war thus curtailed the need for 
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diversion of essential material and manpower resources at a critical time. Proj 
ects now under way will assure ample plant and equipment in basie industries to 
meet any foreseeable military and civilian demands under partial mobilization 
and contribute substantially to the increased requirements of full mobilization. 

Private investment proposed under certificates of necessity granted since Korea 
totals over $23 billion. This represents the great bulk of planned industrial 
expansion. Henceforth emphasis will be placed on.rounding out already estab- 
lished goals and the determination of specially needed facilities, the shortage of 
which might result in production bottlenecks of key weapons and military equip- 
ment which would threaten a rapid build-up of military production under full 
mobilization. 

In drafting the present Revenue Act fractional certification of defense facili- 
ties was incorporated as a specific provision of the code. Certificates of neces- 
sity are granted only in connection with facilities needed for the national defense 
and only for that portion of such facilities that is attributable to defense pur- 
poses. This provision has effectively limited the amounts of investment subject 
to rapid amortization. Of the 23.4 billion of proposed investment certified to 
date only $13.7 billion will be written off at the accelerated rate. 

Another aspect of the program should be emphasized—accelerated amortiza- 
tion is neither an elimination nor reduction but merely a deferment of tax 
liabilities. Aside from unpredictable effects of future changes in tax rates and 
earnings of corporations receiving certificates, the only ultimate cost to the 
Government will be the interest cost on tax receipts postponed under the tax 
amortization program. On the basis of present rates at which the Federal Gov- 
ernment borrows money, the interest cost of the present expansion program to 
the Government would be approximately a tenth of the proposed investment. 
This cost will, of course, be materially offset by productivity gains and increased 
output attributable to enlarged industrial potential. 

Status of program as of September 3, 1952.—Since the beginning of the tax 
amortization program in October 1950, applications for rapid tax write-off 
totaling 22,257 and valued at $33 billion have been filed. Of the $33 billion total 
applications, approximately 8,000 applications valued at $8.9 billion were filed 
during the past year. Final action was taken on 14,500 cases over the year. 
Today the backlog of pending cases stands at about 2,200 valued at $3.3 billion 
compared to some 9,000 cases awaiting action a year ago. 


CERTIFICATES OF NECESSITY 


TRENOS AND STATUS OF APPLICATIONS 
SUM@OER- CumU ative 
29,00 





OOLLAR VALUE OF 
A 


PPROVALS 


20,090 


#$,000 


10,000 


4900 








SSRI aia aa 


1S CMR Aneta 





Ee leet NTR ehcsnai ti 


tev 


Gi LIT AN INA ii ITE ON II ke OCA EBSD 


4 
‘ 
4 
Fra 








DESO DBASS BARA oe 


Pl PSS 


eaaigan 


na iatatbiie: 


eat boas Tt Sa 03s 


Bias ata 






Ae 


aR 


Mane ECs 





REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 53 


A summary of actions taken from the beginning of the program through August 
31 and September 3, 1952, follows: 


Cumulative from November 1950 through 


Aug. 31, 1951 Sept. 3, 1952 
j | j 
i ? 1 
Number | Value | Number Value 
Certified i 3, 347 $9, 400, 000 13.593 | $23. 200.000 
Denied | 1, 733 1, 300, 000 5, 977 5 000. 000 
Total action 5. O80 10, 700, 000 19, 570 28, 300, 000 


Cooperating with DPA in administering the tax-amortization program are 
the permanent departments of the Government, including the Department of 
Defense, either through their regular organizations or through emergency 
agencies established in or closely associated with the permanent departments. 
Applications for tax amortization are given a technical review by these agencies 
and recommendations for approval or denial are made to DPA. DPA deals 
directly with 11 delegate agencies and with 37 industry divisions of NPA. 

Facilities costing $1 million or more or those which when completed will 
produce 15 percent or more of the national total of the product should be 
located outside of densely populated areas and away from military targets in 
order to qualify for tax assistance. Local dispersion groups have been set up 
in 60 localities to assist, and projects are subject to review by the Defense 
Department for this clearance. Exceptions to this policy are being made only 
where speed in attaining desired production, substantially better use of materi- 
als and manpower, or similar considerations outweigh the dispersion factor. 

A large response to the tax-amortization program and a correspondingly small 
interest in Government loans to finance industrial expansion in the present emer- 
gency may be taken as measures of the effectiveness of these programs in 
encouraging private capital to undertake the expansion. Under the tax-amor 
tization program, up to September 3, 1952, private funds interested in plant 
or equipment expansion, to the total amount of $33 billion, had been the subject 
of applications filed. 

The announced policy of using tax amortization as the first incentive to ex 
pand production has resulted in withdrawal or denial of the major portion of 
loan applications and accounts for the certification for loans of only $183 
million of facilities as essential to defense. With few exceptions, the major 
goals have been filled either by unassisted expansions or expansions assisted 
only by tax amortization. Few loans have been granted and Government plant 
construction has not been necessary. 

Applicants denoted as small business are receiving priority treatment and are 
exempted from criteria in certain instances which result in denials of applica 
tions classed otherwise. Additional percentage points are granted to small 
business. Recently, a specific share in each of the established and unfilled goals 
has been earmarked for small business. 

Progress of facilities erpansion programs under certificates of necessity 

Summary.—Fifty percent or $10.5 billion of the facilities expansion program 
assisted by certificates of necessity was in place on June 30, 1952. Fifty-seven 
percent will be in place as of September 30, according to the present plans of 
reporting concerns. 

Slightly over $1.7 billion was put in place during the second quarter of 1952. 
Progress was delayed by shortages of a wide variety of materials, machinery 
and equipment, in part attributed to the effects of the recent steel strike. Most 
of the shortages were in the production equipment and machinery sector, al- 
though some shortages of construction materials were also reported. 
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PROGRESS OF FACILITY EXPANSION 
UNDER CERTIFICATES OF NECESSITY 
ISSUED THRU JUNE 30, 1952 
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Progress toward completion of facilities covered by 11,052 certificates of necessity 
issued through June 30, 1952 (includes construction, machinery, and equip- 
ment ) 




















Total Value in place 
Sept. 30, 
Namber Reported —_ 30, — as ' 
\ cost 952 are estimatec . 
| of certif- (thousands | (thousands PeFceMt! “June 390 | Pereent 
ieates | of dollars of dollars (thousands 
| | of dollars 
| a ene ae : 11, 032 | 21, 225,675 | 10, 495, 840 | 50 | 12, 145, 210 | 57 
ees comand a a eens senisniniiit 
Natural-gas transmission and distri- | | 
bution pe tere ee es ie 26 332 | 219, 189 | 99 221, 260 | 100 
Pharmaceutical preparations_. a 28 62, 92 | 55, 857 | 89 59, 230 | 94 
Railroad, line-haul operating-...-.-..-.. 751 34,083 | 1, 938, 649 | 77 | 2,101, 995 83 
Hydraulic cement _.._........---------- 25 6, 739 | 78, 571 74 85, 254 | 80 
Compressed and liquefied gases....____- 65 , 316 75, 103 68 84,713 77 
Deine abaed an spumesesdeeenes 126 3, 86 146, 015 72 156, 433 77 
Aircraft parts and auxiliary equipment. 521 117, 980 67 130, 070 | 74 
Natural gasoline ‘ a a 108 25 59 146, 603 | 71 
Great Lakes transportation. _____-___--- 63 67 60 | 108, 762 | 69 
Electrical machinery... .....-- ak 644 , 57 242, 005 | 68 
Aircraft engines and parts ‘ naa 310 b . 53 : 66 
Steel works and rolling mills__......_-_-- 359 | 1,325, 505 57 | 1,5 | 65 
Machinery, except electrical aa 1, 674 5 | 354, 320 | 56 | 65 
Electrometallurgical praeeaete.. pilanal 33 } 111, 617 55 65 
Alkalies and chlorine. --- ; : 55 , 089 155, 562 53 | 64 
Primary refining, aluminum. . heed 38 700, 100 314, 398 45 | 55 
Pulp mills. ____- eee eh aks ik 42 314, 745 | 149, 668 | 4s 172, 119 | 55 
Byproduct coke ovens_-._------._ ne" 35 | 198, 344 | 93, 505 47 107, 919 54 
Petroleum pipelines aan, an | 72 571, 241 244, 080 | 43 301, 467 53 
Electric light and power ----- Soateaseel 450 | 3,077,799 | 1, 208,997 | 39 | 1,477, 436 | 48 
Industrial organic chemicals---.-_-_._..-- a 156 | 608, 972 | 257, 068 42 289, 811 | 48 
SN j 17 | 172, 065 | 59, 113 34 77, 809 45 
Welded and heavy-riveted pipe......._-- 32| 204, 33 89, 383 | 44 
Paper and board mills____-- Sides 58 | 364, 314 | 36 152, 145 | 42 
Petroleum refining... ....- peri tme | 298 | 1, 276, 967 | | 33 518, 020 | 41 
Plastics materials. ----- pattie dual 79 | 198, 830 54, 032 | 27 69, 106 | 35 
Industrial inorganic chemicals... ...------ | 235 815, 679 | 200, 476 | 25 264, 690 32 
Binti eee... 22.2.2 wees 87 699, 208 | 145, 796 | 21 179, 640 26 
NON GONNess i indcnncnnheitiaddinstebecee | 108 794, 994 | 153, 908 19 183, 803 23 
Cs cana padedetiebenteoal 8 124, 620 | 13, 913 11 20, 849 17 
Tait a cdiininicanica cinta dec dian 6 | 4, 529 3, 029, 476 1, 714, 944 57 1, 960, 772 65 


Completion schedules.—F acilities expansion covered by certificates of necessity 
issued through June 30, 1952, is expected to reach virtual completion by the end 
of 1954, according to schedules of reporting companies. The great bulk, 94 
percent, is scheduled to be completed and in operation by mid-1954, 86 percent 
by the end of 1953, and 48 percent by the end of 1952. Facilities due to reach 
completion after 1954 are mainly long-range ore-development projects. 

Expansion programs scheduled to be completed by mid—1954 include facilities 
for alkalies and chlorine, pharmaceutical preparations, compressed and liquefied 
gases, hydraulic cement, steel works and rolling mills, aluminum refining, elec- 
trical machinery, railroad line equipment, petroleum pipelines, natural-gas trans- 
mission and distribution, and natural gasoline. Expansion programs presently 
planned to be over 95 percent completed by the middle of 1954 include those for 
pulp mills, synthetic fibers, industrial inorganic chemicals, petroleum refining, 
byproduct coke ovens, blast furnaces, welded and heavy riveted pipe, nonelectrical 
machinery, aircraft and aircraft engines and parts, and Great Lakes trans- 
portation. 

Breakdown by construction and equipment.—The larger portion of the cost of 
the expansion program is in the machinery and equipment area, which accounts 
for 66:5 percent of the total. Construction costs amount to 28.6 percent, and land 
plus overhead costs account for the balance of 4.9 percent. 
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The following table summarizes the breakdown: 


Thousands 
7 Percent 


of dollars 
Total cost ; 21, 225, 675 100.0 
Construction 6, 069, 615 28. 6 
Machinery and equipment 14, 117, 590 66.5 
Land ! 324, 591 1.5 
Overhead ! 713, 879 3.4 


1 It is possible that these costs are actually slightly higher because of their possible partial inclusion in 
the construction or equipment figures. 


Borrowing authority under section 304 (b) of the Defense Production Act, as 
amended 

Section 304 (b) of the Defense Production Act, as amended, gave the President 
authority to authorize borrowings from the Treasury, not to exceed $2.1 bil- 
lion, for the purpose of implementing sections 302 and 308 of the act. Section 
302 permits direct loans for the purpose of expediting production or services es- 
sential to defense, and section 303 permits commitments to purchase metals, 
minerals, and certain other raw materials for Government use or resale, proj- 
ects designed to encourage exploration, development, and mining of strategic 
and critical metals and minerals, installation of equipment and other special 
projects in the national interest the authority for which is not otherwise in 
existing legislation. 

The 1951 amendment permits commitments to exceed the total authorized 
borrowing authority of $2.1 billion so long as the probable ultimate net cost 
to the United States Government does not exceed this amount. The borrowing 
authority must also finance working capital requirements for programs involy- 
ing loans, advances to contractors, inventory purchases for resale, and other 
recoverable expenditures. Programs undertaken must be certified as essential 
by either the Administrator of the Defense Production Administration, the 
Secretary of Agriculture, or the Administrator of the Reconstruction Finance 
Corporation. 


GROSS VALUE OF ACTUAL TRANSACTIONS 
CUMULATIVE BY QUARTERS THROUGH JUNE 30, 1952 
GULIONS OF DOLLARS 
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When borrowing authority is certified for any given program or type of assist- 
ance, by the appropriate executing agency, the total amount certified is certi- 
fied as either “probable ultimate net cost,” “working capital,” or a combination 
of the two, depending on the type of assistance involved. “Probable ultimate 
net cost” is the estimate made, at the time of certification, of the eventual cost 
of the program or assistance to the Government. That portion certified as 
“working capital” represents funds which are expected to be returned to the 
Government, and are hence in the nature of a revolving fund. 

The following table summarizes all transactions consummated through June 
30, 1952, by the responsible executing agencies and by types of assistance. 
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Utilization of borrowing authority under sec. 804(b) Defense Production Act, as 
amended—transactions consummated as of June 30, 1952, and borrowing 
authority authorized 





, ing horit fie rr consum- 
Borrowing wathoe ity certified to BE en nage 
an 1952 
Prot it le 
ultimate 
Gross value net cost 
Probable Working of actual to United 
Total ult ate transactions States on 
net cost capital consum- actual 
mated transactions 
consum- 
mated 
Summary by agency 
Total $1, 343, 708 $663, 127 $680, 581 | $4, 867, 320 $406. 868 
Defense Materials Procurement Agency 1, O86, 335 606, OR7 480, 248 4, 507, 868 I84, 433 
Reconstruction Finance Corporation 199, 793 199, 793 199, 793 
Department of Interior 9. 748 9, 748 9 748 9 748 
Department of Agriculture 47, 292 47, 292 59, 371 12, 687 
Export-Import Bank of Washington 540 540 540 
mmary by type of assistance 
Total 1, 343, 708 663. 127 680, 581 4, 867, 320 186, 868 
Purchase and resale 1. 559, 506 145, 109 
Commitment to purchase 2, 993, 848 180, 151 
Direct loans 200, 333 |. 7 
Exploration, grants for, ete 9, 748 9, 748 
lustrial installations 35, 650 24, 955 
Other. . wconess - nT awash 68, 235 26, 905 


Of the total borrowing authority of $2.1 billion authorized by statute, certifi- 
cations as of June 380, 1952, amounted to approximately $1,344 million, leaving 
an unobligated balance of borrowing authority available for additional certitica- 
tions of approximately $756 million. 


MATERIAL EXPANSION PROGRAMS 


Defense Production Administration in cooperation with the Defense Materials 
Procurement Agency, has sought to insure the development of sufficient raw ma- 
terial productive capacity to provide materials to complete the national stock- 
pile expeditiously and to maintain the continued military production program, 
with a view to removing controls as soon as these defense objectives are attained. 
Development activities have not been limited to the United States but instead 
the development of new sources of supply has been actively encouraged in nations 
expected to be accessible in time of total war. In addition to expanding foreign 
supplies for United States use, raw materials production for the nations of the 
free world has also been encouraged through the activities of such agencies as 
the Economie Cooperation Administration and its successor, the Mutual Security 
Agency, and the Technical Cooperation Administration in the Department of 
State. 

To carry out the defense program an organizational framework had to be 
set up. The decision was made at the highest level of the Government to build 
on the base of existing peacetime agencies. Originally, operational responsibility 
for metals and minerals was lodged in the Defense Minerals Administration 
(DMA) in the Department of the Interior. Later, the Defense Materials Pro- 
curement Agency (DMPA) was established on August 28, 1951, by Executive 
Order 10281 which centralized responsibility for the Government's efforts to 
stimulate increased production of strategie and critical metals and minerals 
both in the United States and abroad. 

To secure major expansions, combinations of several types of Government 
assistance have been approved. For example, to assure the development of 
some new domestic copper deposits it has been necessary to give procurement 
contracts guaranteeing to buy all or a portion of the output for a period of 
6 to 8S years at a floor price subject to escalation, authorize accelerated tax 
amortization of about 75 percent of the cost of the facilities, make loans of 


27546—53——_5 





5S REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 


several millions of dollars, and issue priorities for necessary construction 
materials, machinery, and operating supplies. Naturally, the combination o 
all forms of Government assistance is negotiated in such a way that th 
expansion is assured at the least cost to the taxpayer. In contrast to specific 
procurement contracts with individual producers which may require protracted 
and detailed negotiations in which many of the factors are difficult to determine, 
the Government in some instances has issued broad general floor-price guaran 
ties which permit all operators to go to work at once without individual negotia 
tions. For example, in the case of tungsten, where in early 1951 it appeared 
that requirements of the defense program would substantially exceed limite: 
supplies, the Government announced that it would buy, at $65 a short ton, up 
to a limit of 8 million short tons, all domestic tungsten that could not lx 
sold elsewhere during the ensuing 5 years. At the same time the domest 

ceiling price was fixed at $65 a short ton. Under this guaranty the domesti: 
miner did not need to waste precious time in negotiations covering ore bodies 
of very uncertain tenor, but instead he was permitted to proceed directly wit! 
mining operations and sales to industry. 

The Defense Materials Procurement Agency (DMPA) operates within the 
framework of programs certified to it by the Defense Production Administra 
tion (DPA) in accordance with the joint memorandum of understanding. As 
of June 30, 1952, detailed resource expansion programs for the following materials 
had heen certified : 


Aluminum Garnet Mica 
Antimony Germanium Molybdenum 
Bauxite Graphite Nickel 
Beryllium Iron ore Platinum 
Bromine Iron and steel scrap Phosphate rock 
Cadmium Kryolith Potash 
Chromite Kyanite Quartzite 
Cobalt Lead Rutile 
Columbite-tantalite Limestone-dolomite Sulfur 
Copper Magnesite Tin 
Diamonds Magnesium Titanium 
Diatomite Manganese Tungsten 

I luorspar Mercury Zine 


In addition, the expansion of production capacity of several other metals 
and minernis, such as selenium, has been provided for by individual actions 
processed before detailed expansion programs could be developed. 

A program to encourage domestic exploration for strategic minerals was 
announced by the Defense Minerals Administration (DMA) in the Depart 
ment of the Interior in early 1951 after DPA approval and certification 0 
Defense Production Act funds. Under this program the Government advances 
funds, on a matching basis related to the relative scarcity of metals and 
minerals, to provide capital for domestic exploration. As of the end of June 
1952 nearly 264 projects in 27 States and Alaska had been authorized, and 
Government funds totaling about $8.8 million had been advanced. This prograin 
is now being implemented by the Defense Minerals Exploration Administration 
(DMEA) in the Department of the Interior. 

During this year, emphasis on the use of borrowing authority under section 
304 has been placed on the materials programs discussed above. In the charts 
below, the cumulative transactions for six of the most important metals are 
shown for the 1952 fiscal year. 


Cumulative transactions of actual gross value 


[Millions of dollars] 


Third Fourth First Second 





First quarter 1952 program emphasis quarter | quarter | quarter | quarter 
1951 | 1951 1952 1952 
Copper. ..... ee ede a twee i 7 OMY at 89 256 | 384 x0 
II BLK ibn kt sininhoe pied wu whe Gas : pieced . datiea 19 19 | 175 17 
Magnesium. ....... dnodgled ipdetebideesdeenenusebide<adéenbulh 2 5 182 [x2 


Rene RaseNe ning 


dies 


a 


Hae. 


Reis 


seiaiear 


stor stabs 


BOERS RRS 


WAT Rebels A’ 


| 
3 
; 
} 





<3 o> fe bet 


-_ 6h 58 ob bt 


































ee 


RSA ia ae ese 






ELS SRA AAR EES AAD 


PR RR 





; 


REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 59 


MULIONS OF DOLLARS 
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The mechanism which the Defense Production Administration employs to 
coordinate the activities of the various Government agencies in the work of 
providing expansion of supplies of basic materials and reaching decisions as to 
the quantities which can enter the stockpile, is the use of two interagency com- 
mittees. They are discussed in the following sections of the report. 

Defense Materials Policy Committee 

The Defense Materials Policy Committee was established late in December of 
1951 to consider and act upon significant materials policy problems. The prin- 
cipal functions of the committee are the review of the following types of policies 
and problems: (1) Positions to be taken by the United States representatives in 
the International Materials Conference; (2) objectives, policies, and programs 
for the procurement of materials needed for the defense effort, at home or 
abroad; (8) plans and methods to control or limit price increases for needed 
materials, including multination action; and (4) plans, programs, and problems 
referred to the committee by the Office of Defense Mobilization, the DPA Ad- 
ministrator and the Defense Materials Operating Committee. The policy com- 
mittee furnishes advice to the chairman for transmission to the Administrator 
on such problems and policies in the materials field. 

The members of the Defense Materials Policy Committee, in addition to the 
DPA Administrator who normally serves as its chairman, consist of the heads 
or top-level representatives of the Department of State, Department of Defense 
(Munitions Board), Department of Agriculture, Department of the Interior, 
Department of Commerce (National Production Authority), Defense Materials 
Procurement Agency, Office of the Director for Mutual Security, Economie Stabili- 
zation Ageney, Office of Price Stabilization, Office of Defense Mobilization, 
National Security Resources Board, and the Bureau of the Budget. 

The Defense Materials Policy Committee, since its first meeting in January 
1952, has developed and reviewed policy positions on: (1) International alloca- 
tion of increases in supply brought about by a nation’s own efforts; (2) inter- 
national price agreements; (3) criteria for diversion or withdrawals of materials 
from the stockpile; (4) establishing preference ratings for export shipments; 
(5) policy for Government purchase under the Defense Production Act of stock- 
pile materials for which current supplies are more than sufficient to meet 
current requirements. 
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Defense Materials Operating Committee 

The Defense Material Operating Committee, established in late December of 
1951, exercises the functions previously performed by the Vital Materials Coor- 
dinating Committee. The Operating Committee reviews, at its weekly meetings, 
the supply-requirements data for strategic and critical materials included in the 
national stockpile program with respect to the division of limited supplies of 
materials in accordance with the following priorities: (1) Direct military pro- 
duction, as well as Atomic Energy Commission requirements; (2) essential 
civilian and defense supporting production, including essential exports; (3) 
stockpiling; and (4) other production. The Operating Committee recommends 
acquisition rates to the DPA Administrator for the issuance of directives on each 
of the seventy-odd stockpile items in the Munitions Board’s strategie and critical 
stockpile list. Further, the Committee recommends control and conservation 
measures intended to increase the available supply of vital materials for essen- 
tial programs and to limit their use in unessential programs. Upon request of 
the Chairman, the Operating Committee advises on procurement programs in- 
tended to expand supplies of scarce materials. 

The members of the Defense Materials Operating Committee consist of repre- 
sentatives of the Department of State, Department of Defense (Munitions 
Board), Department of Agriculture, Department of the Interior, Department of 
Commerce (National Production Authority), Defense Materials Procurement 
Agency, Emergency Procurement Service of GSA, Mutual Security Agency, and 
Economic Stabilization Agency. Observers to the Committee include representa- 
tives of the Office of Defense Mobilization, the National Security Resources 
Board, the Bureau of the Budget, the Office of Price Stabilization, and the Recon- 
struction Finance Corporation. 


International materials allocation 

Collaboration among the free nations in the field of raw materials has con- 
tinued through the mechanism of the International Materials Conference (IMC), 
with an encouraging improvement in a number of the materials under IMC review. 
Responsibility within the United States Government for direction of United 
States representation to the IMC was placed in DPA by directive of ODM under 
date of February 27, 1951. 

When the conference began its operation, in early 1951, 13 materials were 
considered in such shortage as to warrant full examination, with a view to 
specific recommendations to governments should the supply position be proven 
seriously deficient. The materials were: Sulfur, tungsten, molybdenum, copper, 
zinc, lead, manganese, nickel, cobalt, wool, cotton, cotton linters, and pulp and 
paper. 

Upon examination, sulfur, tungsten, molybdenum, copper, zinc, nickel, and 
cobalt were determined to be far short of the requirements of the free nations 
and requiring special action by the member governments. The Committees for 
Sulfur and Tungsten and Molybdenum recommended international allocations for 
the third quarter 1951. To these materials under allocation were added, in the 
fourth quarter, copper, zinc, nickel, and cobalt. In the Pulp and Paper Com- 
mittee emergency allocations of newsprint were recommended in small amounts, 
but no action was recommended for general allocations. The supply-demand 
positions of the remaining materials were determined to be in sufficient balance 
to make unnecessary any joint action by governments, although a careful review 
of each material was maintained within the committee. 

During the second quarter 1952, zinc was withdrawn from allocation. The 
Committees for Cotton and Cotton Linters and Pulp and Paper recently concluded 
that the supply positions for their several commodities were such that there was 
no longer need for the committees and accordingly voted to dissolve. Similar 
action is in process in the Wool Committee. 

Although no determination has been made in regard to the fourth quarter 1952, 
early estimates indicate recommended allocations for nickel, cobalt, tungsten, 
molybdenum, copper, and sulfur. Should improvement continue in the general 
situation, probably half of these materials can be withdrawn from allocation 
early in 1953, and the number of IMC commodity committees reduced to two or 
three. 

An important change in United States participation in the IMC was made by 
the Eighty-second Congress. By provision of the amended Defense Production 
Act: 

“No agreement shall be entered into by the United States limiting total United 
States consumption of any material unless such agreement authorizes domestic 
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users in the United States to purchase the quantity of such material allocated 
to other countries participating in the International Materials Conference and 
not uscd by any such participating country.” 

Prior to this legislative action, the United States had delayed reply to the 
third quarter IMC recommendations until Congress should complete its con- 
sideration of the IMC and make known its findings. Upon the passage of the 
act, the United States acceptance of the recommended allocations was condi- 
tioned on agreement by the several IMC committees to give full effect to the new 
statutory provision. 

Conservation 

The objective of DPA’s industrial conservation activities has been to plan, 
develop, and coordinate programs to encourage savings of scarce and critical 
materials and to relieve the pressure on inadequate plant facilities. 

This agency carries on a Nation-wide industrial in-plant conservation pro- 
gram in cooperation with manufacturers, trade groups, and professional so- 
cieties. The importance of this program may be gathered from the success of 
the west coast airplane manufacturers in saving $32 million during the current 
year as a result of in-plant conservation and employee training programs. This 
group raised its output of finished products from 37 percent of input raw ma- 
terials to 55 percent of input raw materials. 

Over 18 months ago, the American Association of Railroads was urged to 
adopt an iron-backed railway journal bearing in place of the traditional all- 
bronze journal bearing. The proposed bearings were placed in service tests 
under operating conditions of extreme cold, deliberately run hot, and given every 
test which the engineers could devise. We have just been informed that the 
substitute iron-backed bearing is entirely successful and has been recommended 
for freight-car journal bearing use. One hundred and seventy-six pounds of 
copper Saved per freight car through use of these bearings amounts to impres- 
sive totals when multiplied by the number of freight cars to which they will 
be applied. If used on the 460,000 cars authorized in the freight-car program, 
40,000 tons of copper become available for other strategic uses. 

Through a contract with the National Academy of Sciences, construction 
practices in Federal agencies were surveyed and the findings published for the 
benefit of all concerned with the erection of structures. Some 200 recommenda- 
tions were made for conservation in Federal construction which offer sub- 
stantial material and dollar savings. Out of this program has come a definite 
Federal construction conservation policy which indicates that the Government 
is among the first to conserve and since Federal construction is a sizable por- 
tion of total construction, it is anticipated that these design practices embodying 
conservation of materials will extend to the construction industry in general. 
One notable result of this NAS survey has been the formation of an implementa- 
tion committee composed of top-level representatives from the agencies con- 
cerned with Federal construction, to see that these conservation recommenda- 
tions are made effective within the agencies. This is the first time such coordi- 
nation has been achieved. 

Increased use of extremely hard alloys requires abrasives which can fashion 
such materials. Industrial diamonds have been the only abrasives thus far 
successful in grinding these alloys. These industrial diamonds are obtained 
as a byproduct from diamond mining and their accumulated supply is nearing 
depletion. ‘The Industrial Diamond Subcommittee is convinced that it can 
create in this country the equivalent of a diamond mine through salvage of these 
materials. It is anticipated that 1,000,000 carats will become available in 1952 
through these conservation measures. This indicates that more intense efforts 
should show further gains toward creating the domestic diamond mine. At 
the same time the subcommittee is investigating newer methods such as electro- 
lytic and supersonic grinding which may free us from dependence on off-shore 
diamond grinding materials. 

Despite all measures taken to balance the sulfur supply with demand a seri- 
ous shortage is forecast for a number of years uhead. The Sulfur Subcommittee 
investigated all phases of the problem, including possibilities of recovering sul- 
fur from steel mill pickling operations and substitutions in the manufacture 
of fertilizer. Through better use of acid in steel pickling, a quantity of sulfuric 
acid was conserved which could supply farmers with 125,000 exfra tons of 
fertilizer, or our aircraft with over 175,000,000 gallons of fighter-grade gasoline. 
While about 100,000 tons of additional sulfur were made available through 
these means this year, stil! it is not sufficient to close the gap. Accordingly, 







































62 REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 


the Sulfur Subcommittee recommended that marginal sources be utilized for 
recovery of sulfur values either through tax amortization, loans, adjustment of 
ceiling prices, or Government subsidies. To give an incentive to recovery of 
sulfur material an amendment was incorporated in the NPA Sulfur Order M-69 

Inadequate supplies of nickel have been a limiting factor in building up ade 
quate stockpiles and meeting the current requirements for military production 
It was found that 21 different groups were working on this problem when the 
Nickel Subcommittee was organized to coordinate nickel conservation efforts 
Following along the lines of the Minerals and Metals Advisory Board recom- 
mendations, the committee has contributed to the nickel supply through pro 
moting the down grading of nickel-alloy content in steels and nonferrous appli- 
eations. Through advocating nickel plating instead of solid nickel used in the 
chemical industries, through substitution of glass and plastic pipe and by 
inaugurating measures to reduce the consumption of nickel in the manufacture 
of Diesel engines, automotive parts such as burnpers and trim, shipbuilding, 
ordnance, turbines, condensers, and general industrial equipment remarkable 
Savings have been effected. ‘The electrical communications industries have made 
astonishing strides in reducing their consumption of nickel. 

At the height of the copper shortage, the cooperation of the electrical manu- 
facturing industries was obtained in extending the substitution of aluminum for 
copper. Outstanding examples which are rapidly increasing in volume are (1) 
aluminum bus bars, (2) air-cooled transformers, (3) building wire in sizes from 
No. 6 up, (4) telephone cable, and (5) secondary distribution from power lines 
In addition, the Division was active in promoting the use of copper clad which 
is a metallic sandwich consisting of copper sheet or wire having a steel core. 

To assist manufacturers in finding substitutes for materials unobtainable, a 
List of Basic Materials and Alternates was published every 2 months, with a 
peak circulation of 90,000 copies. The Munitions Board used this list to provide 
a flexible control throughout the armed services in the use of substitutes for 
critical materials, varying the control according to the availability of materials 
involved. Another important use of this list was in connection with military 
performance specifications where the actual materials are not specified on pro- 
curement orders but left to the ingenuity of the contractor so long as the end- 
product performance is as designated. 

It should be noted that small business concerns benefit particularly from the 
programs cited above. Their representatives are eagerly participating in these 
industrial conservation programs. Large organizations have established stand- 
ards departments which are constantly applying conservation techniques. The 
cooperation of both large and small business in these programs disseminates in 
formation on the latest techniques which is of benefit to those concerns which 
are not large enough to have standards departments. Further, the List of Basic 
Materials and Alternates, contains latest examples of industrial conservation 
achievements and listings of management aids, technical services, and sho) 
instructions which are of particular use to small business concerns. 


EXPEDITING PRODUCTION 


The output pattern of our industrial economy has been controlled largely 
through the use of the Controlled Materials Plan, the implementation of the 
expansion goals, and the use of priorities. However, because of the intricate 
nature of the modern productive process, these broad programing techniques 
left certain bottlenecks in the flow of parts, skills, and equipments into the end- 
item plants. The problems have varied from program to program. Sometimes 
it was a lack of production equipment such as machine tools. Sometimes the 
lack of trained personnel, or the inability to find a facility to make a large casting. 
In order to enable the full force of Government and industrial resources to be 
placed behind the solving of such bottlenecks, thereby expediting military and 
atomic energy production, the Defense Production Administration organized 
the Production Executive Committee, the Aircraft Production Board, the Elec- 
tronics Production Board, and the Facilities Review Board. In the following 
sections the activities of these boards and committees are discussed. 


Production Executive Committee 


The Production Executive Committee was formally established in the Defense 
Production Administration on August 20, 1951, to consider specific and potential 
defense production problems involving the flow of materials, components, and 
equipment to military and AEC programs. In the order creating the committee, 
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it was specified that the chairman should be the Deputy Administrator for Pro- 
duction of the Defense Production Administration, and that the other members 
of the committee should include the Administrator of the National Production 
Authority, the Deputy Administrator for Aircraft Production, Chairman of the 
Electronics Production Board, a representative of the Department of Defense 
designated by the Secretary of Defense, representatives of the Munitions Board 
ind the military departments, and representatives of such other Federal agencies 
having production responsibilities as the Administrator might designate. 
The committee has functioned continuously in a triple capacity as a reviewing, 
oordinating, and expediting authority. It has engaged in identifying current 
and anticipated obstacles to defense production, reviewing and recommending 
policies and procedures to insure utmost production. Through its field staff it has 
aided in determining bottlenecks and taking appropriate steps to eliminate them 
» that production schedules could be maintained. 
\ctivities of the committee have been concerned with many phases of the 
duction needs of the Nation, especially those of the military services. In 
idition to close cooperation with the Departments of the Army, Navy, and Air 
Force, the work of the committee has involved much collaboration with the 
tional Production Authority, Aircraft Production Board, Munitions Board, 
Atomic Energy Commission, Department of Labor, Bureau of the Budget, Elec- 
s Production Board, Facilities Review Board, and other agencies 
lhe committee, in acting as a focal point for identifying current and antici- 
ited production obstacles and in directing, coordinating, and expediting the 
defense program, has been confronted with problems impeding required pro- 
duction in numerous areas. These include the following: (1) Machine-tool pro- 
ition; (2) review of major items needed by the military and the scheduling 
* of deliveries; (3) supply of low phosphorous pig iron, also valves, fractional 
horsepower motors and antifrictional bearings required for tank production ; 
t) castings, forging and machining operations by the Navy; (5) establishment 
of firm programs for contractors to enable them to obtain maximum results 
from their operations; (6) analysis of programs to determine priority rankings 
ind then expedite items in the order of their importance, development of a rela- 
e urgency program and a basic production preference plan; (7) expediting 
the reactivation of the Government-owned nickel plant at Nicaro, Cuba, to assist 
in alleviating nickel shortage; (8S) expansion of aluminum and heat-treating 
capacity for production requirements; (9) establishment of basic production 
plan and alleviating B product material shortages; (10) study of the heavy press 
program to reveal needs and steps necessary to expedite; (11) expanding pro- 
duction base to enlist railroad machine shops in defense effort; (12) investiga- 
tion of problems arising from design changes which were retarding production ; 
13) ammunition production and problems arising from shortages of cold-drawn 
steel burs; (14) production of spare parts for military equipment in use in 
Korea; (15) review of steam turbine requirements and production needs; (16) 
examination of minesweeper program and expediting production of delayed 
equipment; (17) studies of delays being encountered in carrying out production 
> contracts and the possibilities of European production easing the situation. 
Defense production in America has not yet reached the plane it must attain 
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3 the security of the Nation is to be assured. Various factors affecting pro- 
* duction are continually arising which must be anticipated as far in advance 
= as possible, analyzed, then appropriately handled. If the production program 
? is to be achieved and scheduled forward progress maintained, such action is 


inperative. It is vital that a “team” comprised of the top agencies involved 
n the defense effort, shall continue to function. Reliance cannot safely be placed 
upon getting required results through individual actions by the several agencies 
concerned. In production areas, the Production Executive Committee serves 
primarily as a focal point for dealing with problems encountered by the defense 
agencies. It had been found that because its membership consists of representa- 
tives of policy-making rank from the agencies concerned with defense produc- 
tion, more effective results can be obtained. Further, when policies and pro- 
cedures have been developed, they can be carried out more effectively by the 
participating agencies when functioning as a team. 
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lireraft Production Board 

The efforts of the Chairman of the Aircraft Production Board and his asso- 
ciates have been directed to the discovery and solution of production problems 
arising in the aircraft programs. They have been able to assist the services in 


the areas of (1) scheduling; (2) machine tools; (3) facilities: and (4) materials. 
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For the past 6 months a continuing staff study has been in progress, under 
the direct supervision of the Chairman, with the objective of determining the 
feasibility of shortening the time required to bring into production higher per- 
formance aircraft than those now being constructed. This study is also con- 
cerned with reducing the number of models, but maintaining the production 
levels for the different categories of planes, and making available all possible 
facilities for production of aircraft of the highest performance. This study 
necessarily involves the constant coordination of the efforts of many agencies 
both in and out of Government. 

The development of the distribution policy for machine tools and the mainte 
nance of close contact with the aircraft manufacturers and producers of machine 
tools to supervise the utilization of machine tools has been an increasing effort 
of the Board. Members of the staff, augmented by experienced personnel from 
the Department of Defense, have aided in tooling plants for various aircraft, 
components and parts by constantly reviewing machine tool utilization and by 
policing the requirements of the aircraft producers. 


Electronics Production Board 


The instrumentality through which the DPA operates with respect to elec- 
tronics is the Electronics Production Board. This Board is composed of an 
Assistant Deputy Administrator of DPA as Chairman (who also serves as the 
Director of the Electronics Division, NPA) ; representatives of the Secretary of 
Defense; the Munitions Board; Army, Navy and Air Force and Atomic Energy 
Commission. This Board has the specific responsibility for the over-all coordina- 
tion of the electronics production program and for the determination through 
NPA and the Electronics Production Resources Agency of the total military, 
industrial, and civilian requirements for electronic products, 

The Board, since its formation in March 1951 has gone through two phases of 
operation and is entering a third. During the first ten months of its existence, 
the Board concerned itself primarily with breaking material and facility bottle- 
necks as they arose and serving as a central place for reporting serious situations 
and for securing high level assistance in remedying such situations, Gradually, 
during the first part of 1952, the Board interested itself in long-range problems 
to eliminate potential bottlenecks before they became troublesome. 

In May of 1952, the chairman directed an investigation of the spare parts pro- 
visioning procedures of the Armed Forces. This investigation disclosed that 
roughly $550 million of electronic components, required as spare parts for end 
equipments then in production, had not yet been ordered from the producers be- 
cause of the fact that the services had not determined the exact quantities to 
be procured or the prices to be paid. As a result of the Board's report on this 
Situation, the services have drastically streamlined their spare parts provision- 
ing procedures for new procurements so that prime contractors will largely be 
able to purchase spare parts along with production parts thus eliminating the 
short production runs and higher costs incident to ordering spares separately 
at a later date. 

Similarly in June 1952, the chairman instituted an investigation of the pro- 
curement and production of radio frequency quartz crystals, since it appeared 
that the procurement methods then employed not only failed to produee the 
crystals required for current new-set production, but would also fail in accom- 
plishing the objective of building a mobilization base. Action by the Signal 
Corps. to treat all crystals as Government-furnished equipment has been post- 
poned pending further study by the Department of the Army. 

Recently the Board has been engaged in determining policy with respect to the 
spare parts requirements for electronic equipments supplied to NATO countries, 
Since this aspect of the defense program could impose a severe urgent requirement 
on the component industry in the event of full mobilization. 


COORDINATION OF REGIONAL DEFENSE MOBILIZATION COMMITTEES 


The Central Coordinating Committee on Regional Defense Mobilization recom- 
mends actions required for effective utilization of resources for the defense effort 
This includes recommendations on (1) placing, limiting, or transferring defense 
contracts; (2) location of new production facilities; (3) recruitment, training, 
and utilization of manpower; and (4) providing additional housing and com- 
munity services. 

The committee membership includes representatives of the Defense Produc- 
tion Administration, Department of Commerce, Defense Manpower Administra- 
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tion, Department of Defense, Department of Agriculture, Federal Security 
Agency, Housing and Home Finance Agency, Economie Stabilization Agency, and 
Small Defense Plants Administration. The Defense Production Administration 
member is coordinator, and the Department of Commerce and Defense Man- 
power Administration members act as cochairmen. 

The Central Coordinating Committee directs the operations of regional and 
area defense mobilization committees in 13 regions and 6 areas of the United 
States, and acts as a clearinghouse on problems referred from the field. 

During fiscal year 1952, the regional defense mobilization committees have 
conducted: (1) Industry assistance clinics to relieve unemployment and to aid 
small business; (2) work on the machine tool recovery program; (3) studies 
to determine what facilities would benefit from Defense Manpower Policy No. 4; 
(4) regional defense mobilization committees have held clinics in the areas ad- 
vising how to secure defense business from the Government and how to take 
advantage of the preference possible through Defense Manpower Policy No. 4; 
(5) performed surveys of idle facilities in surplus manpower areas and reported 
them to the Facilities Review Board for consideration in their work of recom- 
mending idle facilities to companies who may be contemplating building new 
facilities. 

Facilities Review Board 

The Facilities Review Board was established late in 1951 to assist the military 
in locating idle existing capacity and so avoid unnecessary construction or ex- 
yansion. In order that these efforts may be brought to bear upon current needs 
the Board reviews proposed projects involving construction, rehabilitation, or 
equipment of defense plants sponsored by the military services or the Atomic 
Energy Commission. Initially, this review was limited to projects involving the 
estimated expenditure of Defense Department funds for construction of more 
than $1 million. In view of the increasing necessity for conservation of critical 
materials, early in 1952 this floor was lowered to $500,000, whether of Govern- 
ment or private moneys. 

The Board consists of the Chairman and two representatives from DPA. In 
addition, there are associate Board members from the Army, Navy, Air Force, 

\tomic Energy Commission, Department of Labor, Bureau of the Budget, Of- 
fice of Defense Mobilization and the Small Defense Plants Administration. 

Projects come to the Board from the military services in the form of proposals 
to construct, enlarge, or improve military establishments or to provide plant or 
machine tools and equipment to defense contractors and from the Office of Con- 
struction and Resources Expansion in the form of applications for accelerated 
amortization on defense plants and applications for loans for their construction 
and equipment. The Board then makes recommendations as to whether there 
are available unused production facilities or idle plant space which can be utilized 
in lieu of the proposed construction, rehabilitation, or equipment. 

The Facilities Review Board has received through June 30, 1952, 419 cases 
for review. These cases represented almost $2 billion of proposed investment in 
construction and equipment. The Department of Defense submitted over 50 
percent of these cases and the major portion of the balance was referred to the 
Board by the Office of Construction and Resources Expansion of DPA. Direct 
military production of aircraft, electronics, weapons, or ammunition repre- 
sented almost three-fourths of the cases reviewed by the Board. 

The Board made recommendations in respect of the cases reviewed during 
the above period as follows: 
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The above points to the conclusion that the program has been an effective 
one. However, the program would be more effective if the minimum dollar 
amount of the projects required to be submitted for review were lowered to 
$100,000 instead of the present $500,000. Also, all industry projects other than 
utility, railroad, and mining projects, subject to the determined project lim- 
itation should be submitted to the Facilities Review Board for review in lieu 
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of the present limitations on the scope of the Board which prescribe that, unless 
a project be sponsored by one of the military services or the Atomic Energ) 
Commission, it need not be submitted to the Board for review. 


CONTROLLED MATERIALS PROGRAMING 


Necessity for CMP 

When the priorities system was established as the central device for channeling 
products and materials into defense production, it was recognized that such a 
system would eventually reach a point of diminishing returns. The essential 
weakness of a simple priorities system lies in the fact that materials are not 
directly tied to the production levels which are to be reached. In anticipation 
of the need for a more comprehensive system of balancing supply and require 
ments of the products and materials needed in the defense program, prepara 
tions were made at an early date for the institution of the controlled materials 
plan (CMP) based, in large part, on the experience of World War II. 
Objectives of CMP 

The fundamental objectives of the controlled materials plan are: (1) To 
assure a balance between supply and demand for the principal production 
materials designated under the plan as controlled materials—steel, copper, and 
aluminum; (2) to secure that balance by a coordinated review of military, ex 
port, and essential civilian programs in terms of their controlled material 
equivalents, and by adjustments, wherever necessary, to yield that total com 
mitment of our production resources calculated to secure maximum output for 
defense mobilization; (3) to schedule production for each approved end-product 
program in order to secure the maximum level of balance output at all levels 
of production from metal mill to final assembly plant; (4) to maintain continu 
ing control over production and over the distribution of materials required to 
support approved production levels in all parts of the economy; and above all 
(5) to cut down the size of less essential civilian programs to make possible 
the fulfillment of direct defense, defense-supporting, and essential civilian pro 
duction. 


Planning CMP in relation to the industrial compler 


In developing the plan the endeavor was to maintain established methods 
of industrial procurement to the fullest extent possible. Generally, there are 
two broad classes of products entering into both defense and civilian-type pro- 
duction. One group of products, which has been designated as class A products 
under CMP, is produced to customers’ specifications. Products of this nature 
fall into two categories: Those which are end products, such as military tanks, 
guns, aircraft and the like; and components of special design and relatively 
noncompetitive use required in the production of various products. Examples 
of this type of component are steel forginigs, steel springs, stampings, propeller 
blades. 

The other general group of products, designated class B products under 
CMP, is produced for a wide variety of customers and a large number of dif 
ferent programs. Such products are usually made in anticipation of demand 
and before actual purchase orders are placed. These again fall into two 
categories: End products such as automobiles, construction machinery, re- 
frigerators, industrial trucks, and the like; and components entering into the 
production of both class A and class B products, which are of broad genera! 
application, such as electric motors, bearings, nuts and bolts, ete. 

The accomplishment of a balance between supply and demand is carried 
out under the Controlled Materials Plan by authorizing production in terms of 
allotments of steel, copper, and aluminum. These authorizations act is individ- 
ual limitations on construction and production of civilian end products after 
provision is made for the military and defense-suporting programs. It must be 
remembered, however, that while programs are brought in balance in terms of 
steel, copper, and aluminum, secondary determinations concerning other ma- 
terials such as textiles, chemicals, lumber products, and the like, and com 
ponents such as electric motors and ball bearings, require supporting controls 
to assure proper distribution of such materials and components. This is done 
by (1) augmenting the supply of the materials or components; (2) through al 
location or conservation orders to restrict their use, thereby stretching the sup 
ply: or, if (1) or (2) are not adequate, by reducing end-product production 
schedules. 








ee eae 


ee eh Agee» 

















































REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 67 


In the operation of the Controlled Materials Plan the various claimant agen- 
cies—that is, those agencies of the Government which have been delegated 
jurisdiction over specitied economic areas, such as DEPA for the electric power 
program and PAD for the petroleum expansion program—develop require- 
ments for their programs stated in trems of the quantities of steel, copper, and 
aluminum needed for the achievement of the desired levels of production. 
Generally, the requirements for civilian type products and B product com- 
ponents are the responsibility of the National Production Authority. 

The Industry Division of NPA develop requirements in their respective areas 
on the basis of claimant agencies’ requirements, industrial requirements, and 
other data. 

The role of the Requirements Committee 

The Controlled Materials Plan provides another element necessary to the 
smooth functioning of a defense mobilization economy; namely, a neutral 
umpire or central authority to evaluate all demands. This authority is the 
Requirements Committee of the Defense Production Administration which 
is an interagency committee, on which all claimant agencies are represented 
and which makes decisions after consideration of estimates of supply prepared 
by the three Controlled Materials Division of NPA, and evaluation of all the 
programs submitted by the claimants. 

With respect to A products, the Requirements Committee reviews the military 
end product programs with the cooperation of the Department of Defense; 
and, after agreement upon realistic production schedules, the Requirements 
Committee allots, in terms of tonnage-procurement authority, the controlled 
materials sufficient to meet the approved schedules. The Department of Defense 
srants allotment authority for these materials to its prime contractors within 
the limits of the allotments received from the Requirements Committee. The 
prime contractors in turn allot controlled materials to their subcontractors for 
their A product requirements. Under the operations of the Controlled Materials 
Vian, CMP procedure thus provides a system of requirements development for 
class A products through a close interlace among application flow, subassembly 
purchase, delivery scheduling, and allotment authorization. Individual com 
pany adjustments are automatically effected through the class A product chain 
by a close tie-in with the normal purchase procedure of industrial concerns 
At all times accounts are maintained in terms of these allotment authorities 
by the claimant agency, the prime contractor, and all producers, so that total 
purchases of controlled materials are maintained within the program limits 
established by the Requirements Committee. While allotment accounts, main 
tained in broad material categories, are an essential device to insure the success 
of the defense-mobilization program, purchase orders and production of con- 

rolled materials must necessarily be in terms of more specific forms and shapes 
ro accomplish this, production directive systems are developed to assure pro- 
duction and delivery of specific forms and shapes to meet the programs. 

In determining allotments for the production of class B products, the Require- 
nents Committee acts to establish a level of production to meet all program 
needs. For individual manufacturers, however, this result in differential treat 
ment of their requirements for controlled materials in that materials necessary 
to the military programs are allotted in sufficient quantity to meet approved 
schedules, whereas the civilian programs are provided procurement authority 
vithin the limits of the remaining supply of controlled materials. 

In the accompanying charts the CMP allocations for the first three quarters 
of 1952 are shown for “Military” and “Atomic Energy” and other major claimants 
Studies of the issuance and returns of CMP materials allocated for A products 
reveals that in all cases the Defense Production Administration allocations 
to the Department of Defense were ample to cover their actual needs 
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CMP ALLOCATIONS — CARBON STEEL 
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CMP ALLOCATIONS — ALUMIUM 
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SPECIAL ACTIONS TAKEN ON RECOMMENDATIONS OF THE COMMITTEE 


With few exceptions, the functions of the Defense Production Administration 
are in the area of policy making and program determination. In the making of 
decisions, however, as much as in the taking of actions at the operational level, 
the guidance of the Joint Committee on Defense Production has been of great 
assistance. 

As was pointed out in Progress Report No. 11 of January 15, 1952, the broad 
policies under which the Defense Production Administration programing job 
has been done were worked out to a large extent in executive sessions and open 
hearings of the committee. The approval given in that report to the basic 
concepts of programing first, to meet the real needs of the Department of 
Defense and the Atomic Energy Commission; second, to support the long-range 
strategic programs such as power expansion; third, to defer, temporarily, less 
essential construction and, fourth, to maintain the civilian economy at the highest 
level consistent with those primary aims, has constituted the framework of deci- 
sion in the production program up to the present time. 

The advice of the committee and its staff has been extremely helpful to the 
agency in developing policies and reaching important decisions. Constant liaison 
has been maintained between the two staffs. 
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ORGANIZATION AND STAFFING 


The Defense Production Administration was established by Executive order 
of the President in January 1951. By the middle of 1951 the Administration was 
organized into four major operating units: The Office of Procurement and Pro- 
duction, the Office of Resources Expansion, the Office of Program and Require- 
ments, and the Office of Staff Service. Th Office of Program and Requirements 
was established to perform the Administration's central programing functions, 
including the basic distribution of controlled materials among claimants. The 
Office of Resources Expansion was created to insure the provisions of adequate 
physical facilities for the defense production program. The Office of Procure- 
ment and Production established and coordinated policies and procedures essen- 
tial to timely accomplishment of all production and procurement incident to the 
defense effort. 

By the end of November 1951 a substantial reorganization had been effected. 
The following were created: (1) An Office of Aluminum to provide centralized 
direction to programs to create the production of aluminum, alumina, bauxite, 
and cryolite, including smelting and fabricating expansion programs to meet 
expansion goals; (2) an Office of International Activities and Defense Materials 
which was created primarily to centralize responsibility for the international 
materials activities of the Administration; (3) an Office of Reports and Analysis 
to carry on certain economic, statistical and program evaluation functions which 
formerly existed in the Office of Staff Service, which was abolished; (4) an Office 
of Labor; (5) an Office of Aircraft Production; (6) a Scrap Committee to coordi- 
nate interagency activities dealing with the reclamation and distribution of scrap 
materials; and (7) a Policy Development Staff to provide for over-all planning 
and policy assistance to the Administrator. 

In December 1951 the tax-amortization and loan-review functions formerly 
performed in the National Production Authority were transferred to the DPA 
Office of Resources Expansion. The Office of Reports and Analysis was renamed 
the Office of Progress Evaluation. The last change reflected a redistribution of 
functions between DPA and NPA, in which greater emphasis is given in DPA to 
analyzing, evaluating, and reporting upon the effectiveness of programs in meeting 
established goals. 

In February 1952 the Office of Procurement and Production was renamed the 
Office of Production, subsequent to the transfer of the Procurement Policy Com- 
mittee to the Office of Defense Mobilization. The Office of Resources Expansion 
was in turn renamed the Office of Construction and Resources Expansion, to 
reflect a greater program emphasis on construction coordination. 

In May a small Post-Attack Production Staff was created to furnish direction 
and coordination to development of plans for physical recuperation of industry 
following attack, including implementation of those parts of such plans as can 
be carried out prior to attack. 

No further substantive changes in organization occurred until July 1952 when 
the Office of International Activities was abolished and the majority of its func- 
tions transferred to the Office of Program and Requirements. Representation 
on the International Materials Conference was designated as a responsibility of 
the Deputy Administrator for Construction and Resources Expansion. Also in 
July, the Advisory Committee on Defense Areas, formerly attached to the Office 
of Production, was abolished and the function assumed by the Office of Defense 
Mobilization. 

All staff services, including budget, personnel, administrative services, man- 
agement and information, have been performed since the agency’s inception by 
the staff of the National Production Authority of the Department of Commerce 
and are still being so performed. 

Employment in the Defense Production Administration from the beginning of 
fiscal year 1952 to the present is as follows: 


! 
End of fiseal | End of fiscal 





| year 1951 year 1952 | Asof Sept. 5, 
| (June 3c, | (June 27, | 1952 
1951) 1952) | 
Per annum... 343 458 430 
W. a. e. (when actually employed) -. 44 34 32 
W. 0. c. (without compensation) 26, 26 21 
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DEFENSE MATERIALS PROCUREMENT AGENCY 


DEFENSE MATERIALS PROCUREMENT AGENCY, 
Washington 25, D. C., September 26, 1952 
Hon. Burnet R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington 25, D.C. 

Dear SENATOR MAyBaNnk: In compliance with your request of September 2, 
1952, Lam forwarding herewith a summary of operations of the Defense Materials 
Procurement Agency during the past year. 

This statement is submitted for publication in the report of the Joint Committee 
on Defense Production to the Congress. 

Sincerely yours, 
Jess Larson, Administrator. 
OPERATIONS OF THE DEFENSE MATERIALS PROCUREMENT AGENCY UNDER THE DEFENSE 
Propuction Act or 1950, AS AMENDED, DuRING THE YEAR ENDING AvuGuUST 31, 
1952 


AUTHORITY AND RESPONSIBILITIES 


The Defense Materials Procurement Agency was created by Executive Order 
10281, dated August 28, 1951. This order delegated to DMPA certain authority 
contained in the Defense Production Act of 1950, as amended, including certain 
authority which had previously been delegated by Executive Order 10161 to the 
Administrator of General Services and the Secretary of the Interior. The new 
agency was given responsibility with respect to— 

1. Purchasing and making commitments to purchase metals, minerals, and 
other materials, for Government use or resale, and financial assistance in 
connection therewith ; 

2. Encouraging the exploration, development, and mining of critical and 
strategic minerals and metals; 

3. Making subsidy payments and determining the amounts, manner, terms, 
and conditions thereof, and making findings in connection therewith; and 

4. Installing additional equipment, facilities, processes, or improvements 
to plants, factories, and other industrial facilities owned by the United 
States Government, and for installing Government-owned equipment in 
plants, factories, and other industrial facilities owned by private persons. 

These functions are carried out in accordance with programs certified to the 
Administrator of the Defense Materials Procurement Agency by the Defense 
Production Administrator. (Functions with respect to the purchase of food for 
Government use or resale, if performed, are to be carried out in accordance with 
programs certified by the Secretary of Agriculture. ) 

Kxecutive Order 10281 also designated the Defense Materials Procurement 
Agency as an additional guaranteeing agency, responsible for guaranteeing pri 
vate loans to contractors, subcontractors, and others when necessary to expedite 
production and deliveries or services under Government contracts for the pro 
curement of materials or performance of services for the national defense. 

The Defense Materials Procurement Agency has a number of other responsibili- 
ties. Under DPA Delegation No. 1, as revised, and NPA Delegations No. 5 and 
No. 14, it is given certain responsibilities with respect to priorities and alloca- 
tions. Under DPA Delegation No. 2, the Defense Materials Procurement Admin- 
istrator was given authority to certify as to the essentiality of direct Government 
loans, to the extent that such loans are part of and in accordance with the terms 
of programs certified by DPA. Pursuant to provisions of section 12 of the 
Federal-Aid Highway Act of 1950, the President designated the Defense Materials 
Procurement Administrator to certify as to the essentiality of access roads to the 
Secretary of Commerce in connection with encouragement of the development, 
mining, and production of strategic and critical metals and minerals. Applica 
tions for necessity certificates authorizing accelerated tax amortization for min- 
erals facilities are processed under section 124—A of the Internal Revenue Code 
and the general criteria of the Defense Production Act of 1950, as amended. 

Pending organizational implementation of Executive Order 10281, and to assure 
uninterrupted performance of functions conferred upon the Defense Materials 
Procurement Agency or its Administrator, the Administrator, on September 14, 
1951, delegated the authority contained in the Executive order to each office or 
agency performing as of September 12, 1951, functions pursuant to Executive 
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Orders 10161 and 10200, which were the same or substantiaily similar to those 
functions performed as of September 12, 1951, with certain exceptions. Soon 
thereafter, certain personnel and funds of the Defense Minerals Administration 
of the Department of the Interior, and of the General Services Administration 
were transferred to DMPA. Pursuant to a memorandum of understanding be- 
tween the Defense Materials Procurement Agency and the Mutual Security 
Agency, effective November 30, 1951, the DMPA undertook performance of the 
basic materials development function formerly carried on by the Mutual Security 
Agency, successor to the Economic Cooperation Administration. Certain func- 
tions covered by the DMPA delegation of September 14, 1951, continue to be 
erformed by other agencies under supervision of DMPA. The General Adminis- 
tration negotiates certain spot and short-term contracts for metals, minerals, and 
other materials under DMPA programs. At the request of DMPA, it services con- 
tracts and procurement programs, and is responsible for inspection, transporta- 
tion, storage, and related functions. GSA conducts the machine tool pool order 
program and arranges for lease of industrial equipment to builders of machines 
tools. It also conducts the program for reactivation of Government-owned mag- 
nesium nickel, and graphite facilities. 

Authority to encourage domestic exploration and related development of critical 
and strategic minerals and metals in the United States has been delegated by 
DMPA to the Secretary of the Interior. - 

Operations of the General Services Administration and the Department of the 
Interior under delegation of authority by DMPA are summarized in separate re- 
ports to the Joint Committee on Defense Production. Operations by DMPA under 
the above authorities and responsibilities are summarized in the following sec- 
tions of this report. 

Through June 30, 1952, gross transactions totaling $4.6 billion had been con- 
summated under programs of the Defense Materials Procurement Agency. This 
total represents the maximum possible liability under actual purchases, com 
mitment-to-purchase contracts, subsidy contracts, research projects, and other 
programs. It includes transactions relative to machine tools, installation of 
equipment and operation of Government-owned plants, as well as for purchase 
and resale of metals and minerals and for maintenance of production. Gross 
transactions consummated, through the end of June 1952, total $1.2 billion under 
the machine tool order program, $792 million under the aluminum program, $652 
million under the rubber program, $363 million under the manganese program, 
and $330 million under the copper program. The balance was distributed in 
esser amounts among a number of other programs. The probable ultimate net 
cost to the Government under transactions completed through June 1952 is 
S384 million. 


MINERALS SUPPLY EXPANSION PROGRAM 


In carrying out its responsibilities the Defense Materials Procurement Ageney 
has made and continues to make intensive studies of existing and potential 
sources of supply for strategic and critical metals, minerals, and other materials. 
On the basis of these studies it develops programs for necessary expansions of 
supply which are submitted for approval of the Defense Production Administra- 
tion. As commodity expansion programs are approved and funds made avail- 
able, DMPA undertakes to bring forth the additional supplies deemed essential 
to the security of the Nation. Action is taken on applications which have been 
received for various types of financial assistance in the development, expansion, 
and construction of mining and milling facilities. Insofar as increased supplies 
cannot be provided by greater production at home, additional output is stimulated 
in other areas of the free world. 

Many minerals essential to the national defense are not produced in sufficient 
amounts in the United States. Special incentives are required to encourage 
further development and production in countries where the minerals are found, 
These incentives are provided through various means including purchase con- 
tracts, advances against future production, and certification of loans to cover a 
portion of the capital expenses involved. It is the policy of DMPA, however, 
not to compete with private capital, but rather to induce additional private in- 
vestment in mining enterprises. Government financial assistance is provided 
only when private capital is lacking or unwilling to assume certain risks. 

In connection with its activities in expanding production and supply of strategic 
materials in other countries, DMPA has established four principal regions, with 
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defined areas of administration and operation, each with regional headquarters 
at points suitable from political and economic considerations, as follows : 
1. Region I, Washington, D. C., with areas of jurisdiction including Mexico, 
Central America, and the Caribbean area, including the Guianas; F 
2. Region II, Lima, Peru, with jurisdiction over all of South America 
except the Guianas; : 
3. Region III, London, England, with jurisdiction in Western Europe, the 
Middle East and Africa; and 
4. Region 1V, Singapore, British Malaya, with area of jurisdiction includ 
ing Afghanistan, Pakistan, India, Southeast Asia, Korea, the Philippines, 
Indonesia, Japan, Australia, New Zealand, and the South Pacific area. 
Regions I and III have been formally established. Formalization of Regions 
II and IV is in process. 

Substantial achievements have already been effected in developing basic 
resources and expanding productive capacity both in the United States and 
other countries. We are already getting materials from some of the new and 
expanded facilities. Other facilities will come into production during the next 
few years. Expansion of supply is generally a long-range operation even where 
sources of raw materials are known to be present. Where exploration of ores is 
needed before development can begin, the time required to increase supplies is 
necessarily longer. This is particularly true where supplies are dependent upon 
exploration and development in other countries. 

As of August 31, 1952, DMPA and predecessor agencies had approved approxi 
mately 500 applications from mining enterprises for assistance in the form of 
purchase contracts, accelerated tax amortization, loans and loan guaranties 
Of the 1,900 applications which had been received, 1,100 had been withdrawn 0: 
denied, and approximately 300 were under investigation in DMPA or othe: 
agencies. Approximately 40 contracts had been negotiated whereby producers 
of minerals construct or expand facilities and the Government guarantees a 
market at a floor price for a defined period of time. Advances totaling approxi 
mately $75 million had been authorized under 16 of these contracts. Loans 
aggregating over $157 million had been certified to Reconstruction Finance Cor 
poration and the Export-Import Bank of Washington. Almost 400 requests for 
accelerated amortization covering investments of over $1 billion had been referred 
to DPA with recommendation for issuance of certificates of necessity. In con 
nection with three of the purchase contracts, relative to expansion of facilities 
for production of dolomite, manganese, tin, and tungsten, the requisite private 
tinancing was guaranteed by DMPA pursuant to section 302 of the Defense 
Production Act. These guaranteed loans totaled $6,499,400 and were authorized 
under the V-loan program, under regulation V of the Board of Governors of the 
Federal Reserve System which prescribes rates and fees for such loans. 

Under agreements which have already been entered into the rate of annua! 
supply of copper by 1955 will be increased by more than 210,000 tons. This ex 
pansion is being effected primarily through floor price, commitment-to-purchase 
contracts, advances, certification of loans, and recommendations for accelerated 
tax amortization. Under its copper program, DMPA has also undertaken to 
maintain domestic production by assuring continued operation of present!) 
producing high-cost mines through negotiation of contracts at over-the-ceiling 
prices. At a number of mines, production costs are so high that operation is 
unprofitable at the current ceiling price of 24% cents a pound. Through the 
end of August 1952, DMPA had entered into short-term subsidy contracts for 
maintenance of production with six companies expected to produce approx! 
mately 20,000 tons during the next few years. Under these contracts the Gov 
ernment does not purchase the metal but pays the operator a subsidy on metal 
produced and sold for industrial use. 

Assistance which has been given to the iron ore industry is expected to yield, 
by 1955, about a 45 percent expansion over the 1950 supply. This expansion is 
being brought about primarily through authorization of accelerated amortiza 
tion of new investment for tax purposes. Assistance is being provided for ex 
ploitation of the large domestic resources of taconite, which is needed to sup- 
plement the rapidly diminishing supply of direct-shipping ores of the Mesabi 
Range. 

Large expansions are under way in supplies of manganese, chrome, nickel, 
molybdenum, cobalt, tungsten, and columbium, which are used as alloys of ire! 
and steel. The supply of manganese in 1955 is expected to exceed by one-third 
the annual supply just prior to initiation of the current defense program. 
DMPA has entered into commitment-to-purchase contracts with producers, both 
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reign and domestic. To further stimulate mining of manganese in the United 
states, DMPA has arranged for purchase of ore from small producers at depots 
nd rail points throughout the county. Research on processing and utilization of 
ow-grade ores is under way. Supplies of tungsten are being increased largely 
through open-market purchase programs, both foreign and domestic. A guar- 
anteed purchase program was recently established to promote production of 
columbiun-tantalum bearing ores through provision of a bonus of 100 percent of 
the base price to actual producers. The supply of nickel is being increased 
through exploration, metallurgical research, reactivation of the Government- 
owned plant in Cuba, and contracts providing for expansion of facilities, in the 
United States, Canada and other countries. 

V’rogress has been made in expanding supplies of zinc, lead, fluorspar, titanium, 
miea, asbestos, sulfur, germanium, and other metals and minerals. 


CLAIMANT PROGRAMS-——MATERIALS, EQUIPMENT, AND SERVICES 


In addition to provision of financial assistance under its commodity expansion 
programs, the Defense Materials Procurement Agency promotes the maintenance 
and expansion of mining and milling operations through assistance with respect 
to materials, equipment, and services. It administers priorities and allocations 
for construction projects, for maintenance, repair, and operating supplies, and for 
capital additions. It determines the essentiality of access roads to mining or 
milling properties in cases where applicants have sought financial participation 
of the Federal Government in the construction of such roads, and certifies ap- 
proved projects to the Secretary of Commerce. It presents to the appropriate 
defense agencies special requirements for manpower, housing, utilities, and trans- 
portation facilities arising from construction, expansion, and reactivation of 
existing mining and processing facilities. 

The allocating and claimant responsibilities of the Defense Materials Pro- 
curement Agency for all metals and minerals other than solid fuels, petroleum, 
and uranium, are set forth in NPA Delegation No. 5, as amended January 29, 
1952. Generally speaking, DMPA is claimant for all mines, mills, beneficiation 
plants, smelters, and refineries, whereas NPA claims principally for the facilities 
for fabricating primary metal. Functions in connection with the construction 
of facilities for production and processing of metals and minerals (except solid 
fuels, oil, and gas) are set forth in NPA Delegation No. 14. They include author- 
ization of construction schedules of owners; making of allotments of controlled 
materials for construction ; and applying or assigning to others the right to apply 
DO ratings and allotment numbers and symbols for procurement of building 
materials (other than controlled materials), building equipment, production 
machinery, and production equipment, which are required for construction under 
an approved construction program. 

Assistance with respect to maintenance, repair, operating supplies, and capital 
additions for the mining industry is provided pursuant to NPA Order M-78 
The access-road program functions under delegation of authority from the 
President to the Administrator of DMPA dated March 38, 1952. 


Priorities and alloeations 


Under the serialization procedure provided in DMPA Order MO-7, this agency 
has assembled basie information on some 3,000 domestic and 300 foreign mining 
and milling operations. This information is used in processing requests from 
domestic producers for adjustment in quarterly quotas of maintenance, repair, 
and operating supplies (to which they may self-assign priority ratings or allot 
ment symbols under NPA Order M-78), and in processing requests from foreign 
producers for establishment of quarterly quotas. Foreign MRO quotas estab- 
lished for the period October 1, 1951, through June 30, 1952, total $73,080,512. 
The information is used also in connection with recommending action on appli 
cations from both domestic and foreign producers for ratings or directives on 
major capital additions. In the period between January 1 and August 31, 1952, 
DMPA approved 488 domestic applications for machinery and equipment totaling 
$20,135,716. It worked closely with officials of the Mutual Security Agency and 
the Office of International Trade in screening foreign applications to be acted 
upon by the National Production Authority. 

DMPA facilitates the acquisition of required materials and equipment for 
domestic exploration projects approved by the Defense Minerals Exploration 
Administration, through allotment of steel, copper, and aluminum and assign- 
ment of priority ratings for production equipment and machinery. 
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DMPA also programs the quarterly requirements of the domestic mining 
industry for controlled materials to be used in its construction program ; justifies 
these requirements before the Defense Production Administration; makes quar- 
terly allotments of controlled materials, and assigns DO ratings for other ma- 
terials and equipment, on the basis of applications from mine and mill operators, 
The attached tabulation gives a break-down of the 436 projects approved during 
the fiscal year ending June 30, 1952, with a total estimated cost of $671,709,059, 
An additional 64 projects have been approved between July 1 and August 31, 
1952 { 

Continuous effort is required to meet needs of producers for critical materials 
and equipment, and to assure a satisfactory position for their orders in manu- 
facturers’ schedules. This has been particularly true in the case of small pro- 
ducers who have expanded their operations at the Government’s request. These 
operators frequently do not have established relationship with suppliers and in 
many instances their projects would have been delayed 6 months to a year if 
DMPA had not been able to break bottlenecks on such items as switchgear, 
tractors, special cables and motors. 
Access roads 

Applications for access roads to mine properties are evaluated with the assist- 
ance of personnel in the Bureau of Mines and Geological Survey both in Wash- 
ington and in the field. Upon favorable determination, DMPA requests the 
Bureau of Public Roads to make a field investigation to determine the type of 
road and cost. If the anticipated production justifies the cost of the road, the 
project is certified to the Secretary of Commerce for programing of construction. 

As of August 31, 1952, 230 applications for access roads had been submitted 
to DMPA. Of this total, 57 had been certified or otherwise completed, 76 had 
been withdrawn or denied and 97 were in process in DMPA or other agencies. 
Included were eight trunk roads, costing $4,454,453, to properties certified for 
programs of the Atomic Energy Commission. The total cost of roads certified 
for DMPA is $2,776,815; the Government participation amounted to $2,175,975 
The total mileage of construction or improvement involved is 484. Eleven of 
the roads are to tungsten properties, and the others affect production of anti- 
mony, asbestos, cobalt, copper, chrome, fluorspar, garnet, iron, lead, manganese, 
sulfur, tin, and zine. 


Manpower, Housing, Utilities, and Transportation 


Accomplishments of DMPA during the past year in promoting availability, 
retention, and efficiency of manpower for the mining industry included arrange 
ment for deferment, delay in call to duty, revocation of military orders or dis 
charge from service of approximately 1,150 skilled workers and key personne! ; 
and assistance in arrangements involving recruitment of 2,500 to 3,000 workers 
In accordance with policy established by the Office of Defense Mobilization, 
DMPA conducted studies and furnished information to the Wage and Salar) 
Stabilization Boards in 56 cases involving minerals production. Among other 
things, DMPA established a roster of applications from approximately 350 engi- 
neers, geologists, metallurgists, and geophysicists for referral to employers 
upon request. With the Department. of Labor and the Bureau of Immigration 
and Naturalization, it completed arrangements for the importation of foreign 
workers needed in this country. Industry training programs were encouraged 
and information furnished to mining enterprises and Federal agencies. More 
than half of the companies assisted with manpower problems employ less than 
300 persons and would be considered as small business in the mining industry. 

Continuing need for a program to assure that manpower factors do not inter- 
fere with metals production is clearly indicated by the continued existence of 
problems such as excessive personnel turnover; military induction of skilled 
mining personnel; difficulty of adequately staffing mines and metal processili¢ 
plants; difficulty of securing release of mining equipment from strike-bound 
plants to assure against lost metals production; lack of adequate training for 
underground personnel; and other manpower and industrial relations factors 
that tend to interfere with the maximum production. 





























































































































heh: Sl RAE iS: 








ES Sati eR AS AOL! AD oR ALE 


ig RIE ERSTE 


































REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 77 


The housing and utilities program has tended to become more and more en- 
meshed with the construction program. Although DMPA has been he!pful in 
obtaining preference for mining personnel in established Government housing 
installations, most of the large mine or mill expansion projects during the past 
year have included housing and utilities in their plans. Where these are com- 
pany-owned and operated, the construction applications are processed by DMPA. 

The principal difficulty in the transportation program has been shortage of ore- 
hauling cars. DMPA has worked with the Defense Solid Fuels Administration 

the Department of the Interior in encouraging the railroad companies to 

® designate railroad cars for shipment of ores and concentrates to the processing 
plants. 
BUSINESS ADVISORY COMMITTEES 


In carrying out its responsibilities it is the policy of the Defense Materials 
Procurement Agency to consult with and obtain the advice of  inter- 
ested groups substantially affected by its programs. A number of committees 
have been formally established to furnish advice, recommendations, and opinions 
with respect to particular commodities. As of August 50, 1952, business advisory 
committees had been established for the following commodities: zinc, antimony, 
manganese, lead, copper, phosphate, potash, iron ore, chrome, and spudomene, and 
lithium ores. 

2 In the formation of committees it is the policy of DMPA to attain fair repre- 
sentation for independent small, for medium, and for large business enterprises, 
™ for different geographical areas, for trade association members and nonmembers; 
© and for different segments of industry. Membership is limited to persons ac- 
tively engaged in the operation of mining or business enterprises which are con- 
stituent units of the industry. DMPA has complied with requirements in sec- 





> tion 701 of the Defense Production Act of 1950, as amended, and standards which 
i have been prescribed by the Department of Justice to minimize the possibility 
> of violation of the antitrust laws. 
{ 
} PERSONNEL 
@ 
3 As of August 31, 1952, 169 persons were employed in the Defense Materials 
* Procurement Agency. This total does not include persons in other agencies as- 
» signed to DMPA or performing functions under delegation of authority from 
DMPA. 
i @ 
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ECONOMIC STABILIZATION AGENCY 


Economic STABILIZATION AGENCY, 
Washington. D. C., September 22, 1952. 
Hon. Burnet -R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 

Dear SENATOR MAyYBANK: In transmitting the detailed reports of the con- 
stituent units of the Economic Stabilization Agency for the past year, I would 
like to diseuss briefly the high lights of the Agency’s program as a whole for 
the period the joint committee’s annual report will cover. 

This Agency, as you know, administers the direct control phases of economic 
stabilization over prices, wages, salaries, and rents. It also has a consultative 
interest in all other governmental programs that affect stabilization, particularly 
the so-ealled indirect anti-inflation programs such as tax policy, encouragement 
of increased productive capacity, allocations, credit control, and savings pro- 
grams. 

Taking the economic stabilization program in all its phases, there can be 
no doubt that during the past year—the second year of the defense emergency 
the program continued successfully to carry out its twin functions of protecting 
the defense effort and safeguarding the civilian economy. The success of the 
program has been achieved despite the weakening of the direct and indirect 
controls in the Defense Production Act Amendments of 1951 and the further 
weakening in the Defense Production Act Amendments of 1952. 

The outstanding fact is that from the second quarter of 1951 to the second 
quarter of 1952 our defense expenditures increased from an annual rate of 
$34.5 billion to an annual rate of $50.5 billion. In other words, we fed into the 
economy—which was already operating at full employment levels—an extra 
$16 billion of defense expenditures and increased our defense output at the rate 
of $16 billion a year. This huge stepping-up of the rate of defense production 
was accomplished with remarkable smoothness both from the point of view of 
the defense objective and from the point of view of safeguarding the civilian 
economy. 

Thanks to allocation and price controls, defense production was not held up by 
any speculative hoarding of essential materials, such as would ordinarily oceur 
na defense-stimulated or war economy left to the free operation of market- 
place forces. Thanks in large part to the success of the wage-stabilization 
program—operating under a flexible statute which permitted equitable wage 
adjustments so long as they were not unstabilizing—defense production attracted 
ample manpower at fair wages. 

On the civilian economic side, the outstanding fact is the remarkable price 
stability that accompanied the pumping in of an additional $16 billion of 
defense expenditures. The index of wholesale prices—during the period from 
July 1951 to July 1952—actually dropped about 3 percent. Consumer prices 
during the same period rose only 2.9 percent. It is to be noted that a considerable 
part of that increase is accounted for by the creeping rise in the rent index 
caused in part by required rent increases and in part by local option decontrol, a 
rise in those food prices not subject to control, and by various other price 
changes in areas where our authority is limited by law. On the other hand, it 
should also be noted that a major factor in the price stability has been the 
high production of consumer goods coupled with consumer resistance to high 
prices. Public confidence in continued stability, which has accompanied the use 
of the controls machinery, has thus been an important cause of the continued 
Stability. 

On the side of wages, the record of stability is indicated, as the report of the 
Wage Board points out, by the fact that the monthly rate of increases in adjusted 
average hourly earnings of production workers in manufacturing has been 
slowed down from 0.9 percent during the post-Korean prestabilization period, 
to 0.4 percent since the price-wage freeze. This record of wage stabilization, 
it should be noted, is even more effective than the comparable experience of 
World War IT. 

Another aspect of stability is indicated by the record on strikes and work in- 
terruptions. Here the report of the Bureau of Labor Statistics on the first year 
of wage stabilization may be cited. “No long Nation-wide or industry-wide 
strikes occurred during 1951,” the Bureau said, “and in general, stoppages in 
1951 were somewhat shorter than in earlier postwar years. Consequently, total 
idleness caused by such stoppages dropped to 22,900,000 man-days—the lowest 
point since 1944.” 

Except for the steel dispute, the record in 1952 would be as favorable as in 
1951. The steel dispute, however, has to be regarded as an extraordinary de- 
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velopment. It proved too refractory to be successfully handled by the existing 

3 machinery which up to then had been so effective in setting labor disputes, or 
} to be fitted, as far as its price consequences were concerned, into the ordinary 
ies of price administration. Fortunately, the production losses have not had 

3 e damaging effect upon defense production which had been feared, because of 
: the high level of output following the resumption of operations. Also the con- 
sequences of the break in the price line—the granting of a steel price increase in 
excess of OPS standards—when coupled with higher prices for aluminum and 
Chilean copper, have had an impact on a wide variety of products disbursed 
through a tery large sector of the economy; nevertheless these have been con- 
fined to relatively small increases in the prices of mental-fabricated products. 

The achievement of economic stability during the past year, while not to be 
ttributed exclusively to the direct controls programs, must be attributed to the 
work of all of the direct and indirect controls programs combined, including, 
of course, the production program. While it is impossible to assess the precise 

ntribution that each of the various programs made to the over-all achievement, 
eyen the most casual analysis reveals the active and essential role of the direct- 
controls programs in the economic picture. 

On the price front there are many sectors, both at wholesale and retail, where 

rket prices are straining at ceilings. It is in these sectors that sellers are con- 
stantly seeking ceiling increases. Obviously businessmen would not undertake 
the burden of making a case for ceiling increases if they did not believe they 
could exact higher prices from their customers once such higher prices were 
egalized. 

On the wage front, the best indication of the role of wage stabilization in 
holding down wages is furnished by the numerous Wage Board decisions which 
have eut back the wage levels reached by voluntary collective bargaining. As 

wage report indicates, 17 percent of all petitions for approval of wage agree 
ments have either been denied or modified. It is important to keep in mind here 
that the wage levels of the voluntary agreements were themselves held back by 
the existence of the wage stabilization program. Many workers who might 
otherwise have held out for higher wage increases were glad to settle for in- 
creases within the cost-of-living formula knowing that such increases could be 
put into effect immediately without requiring Wage Board approval. 

In the field of rents, the role of controls in restraining rent rises is heyond dis- 
pute. It is the general recognition that housing is still in short supply in most 
industrial and military areas, and that rents in such areas therefore need to be 
stabilized, that is responsible for the heavy affirmative vote of local community 
governing bodies to continue Federal rent control after September 30. In addi- 
tion, the pressures generated by stepped-up defense activities have necessitated 
the certification of more than 120 critical defense housing areas where compre- 
hensive rent control has been authorized under Public Law 96. 

Side by side with the sectors of the economy in which controls have played 
and are playing ar active role in restraining inflationary pressures, are some 
sectors where prices have fallen away from ceilings and where for the moment 
there is no active function for the controls. Sinee this Agency has never be- 
lieved in controls for controls’ sake, it developed the policy last winter of sus- 
pended ceilings wherever this could be done with safety. Suspension of ceilings 
has relieved the businessmen concerned of the burden of reporting and record- 
keeping requirements. At the same time—unlike outright decontrol—the sus- 
pension policy and program have protected the economy against the danger of 

sudden revival of inflationary pressures and the consequent damage that 
would ensue before proper action could he taken hecause it provided for a 
trigger mechanism to reactivate the ceilings at the first signs of renewed in- 
fationary storms. 

In addition to the suspension policy ESA has developed the policy of re- 
moving completely from controls those price and wage areas which have an in- 
significant effect on the cost of living. Both of these policies are incorporated 
in the congressional mandate which is part of the new act. But both hefore and 
since this mandate was put on the statute books, the constituent units of ESA 
have used their best efforts—as is detailed in their respective reports—to extend 
the relaxation of controls to the maximum consistent with safety to the gen- 
eral public. 

The new law contains a mandate that ESA coordinate policies on price, wages, 
and salaries. That coordination has been carried out since the beginning of 
the controls program through the setting of wage and salary policies that are 
fair and compatible with our price policies, and through the rules for absorbing 
wage and other cost increases as long as industry profits do not fall below the 
industry earnings standards level or do not otherwise warrant adjustments for 
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reasons of fairness and equity. The coordination of price and wage policies 
and their relative fairness, are indicated by the fact that wages and prices have 
generally been kept in a stable balance with each other. 

As we look toward the future, it appears that the general economic conditions 
which have prevailed during the past 12 months, the period covered by these 
reports, will continue without radical change for the next 6 to 12 months. How- 
ever, Our national defense program remains subject to change in the light of 
the changing international situation, and the changing military technology both 
of weapons of offense and of weapons of defense. The need for the various 
phases of an economic stabilization program depends primarily on the decisions 
made with regard to defense requirements and on the impact of these decisions 
on the capacity of the economy. 

Undoubtedly future trends and future needs will be considerably more clarified 
by next spring when the Congress will be called upon to review the economic 
stabilization program and answer the question as to whether or not authority 
for all or just for certain phases of the present program need to be extended, 
whether some of the weakened controls powers should not be strengthened or 
revamped in the light of developments, and whether powers which have beer 
removed—particularly over certain foods and over credit—should not be 
restored. 

The attachments which follow contain the reports for the ESA’s six con- 
stituent organizations: the Office of Price Stabilization (p, 88), Office of Rent Sta 
bilization (p. 85), Wage Stabilization Board (p. 108), Salary Stabilization Board 
(p. 119), Railroad and Airline Wage Board (p. 132), and National Enforcement 
Commission (which is included for the purposes of this report in the material 
submitted by the Wage Stabilization Board. The NEC, originally a subsidiary 
to the WSB, has just recently been established as a separate unit under my super- 
vision). Each of these has been delegated broad operating authority subject t 
policy determinations and direction by the Administrator. 

In their separate reports, each of these organizations discusses, from the stand 
point of its own operating problems and assignments, the specific points include 
in the letter-questionnaire received from your committee. 

For the Agency as a whole, I am attaching a table showing the distribution 
of our personnel as of August 31, 1952 (following a large-scale reduction in force 
required by our reduced appropriation), as of April 30, 1952 (the peak of em- 
ployment during the past year), and as of August 31, 1951. 

I am also submitting a chart for the Agency as a whole showing our present 
table of organization. 

My staff in the immediate Office of the Administrator assists me in the de- 
velopment of general policy for the Agency as a whole and in the coordination 
of our various control programs. It also assists me in representing the sta 
bilization program and the interests of stabilization with committees and Members 
of Congress and in all interagency matters—particularly with the Office of 
Defense Mobilization, the Defense Production Administration and its constituent 
units, the Federal Reserve Board, Council of Economie Advisers, Treasury 
Housing and Home Finance Agency, Agriculture, Defense, State, and othe 
agencies and departments having responsibilities under the Defense Production 
Act or related programs, 

Sincerely yours, 
Rocer L. Putnam, Administrator. 


Size of staff, Economic Stabilization Agency, Office of the Administration 


Personnel Section, Sept. 18, 1952 





Aug. 31, 1952 Apr. 30, 1952 | Aug. 31, 1951 
| | 
Head- | Head- Head- 
quar- | Field | Total | quar- | Field | Total | quar- | Field | Total 
ters | ters | | | ters | 
dnccncesecscettaialtadigeniastiileenanaiacitleastlipaninsiitastitintnipecitl itil ican = eleuudnauiias en niacin a 
Office of the Administrator 66]_. 66 74 | 74 1 § 
National Enforcement Commission 74)... 74 i 
Oflice of Price Stabilization 2.249| 5,57 7,820' 2,771} 9,@51) 12,422) 2,611) 8,658, 11,2 
Office of Rent Stabilization 203 529) 2,822 276; 2,537! 2,813 311; 2,307 
Railroad and Airline Wage Board 2 ll ; 11 11 3 
Salary Stabilization Board 224 161 3R5 217 35 252 108 ... 
Wage Stabilization Board 38 , 200; 1,838 685, 1,322 2,007 634 404 
ORE Naiaveacenedst de Veone Je 3,555. 9,461; 13,016) 4,034) 13,545 17,579) 3,742, 11, 429 7 


' National Enforcement Commission established July 30, 1952. 
2 Railroad and Airline Wage Board established Sept. 27, 1951. 
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OFFICE OF RENT STABILIZATION 


OFFICE OF RENT STABILIZATION, 
Washington 25, D. C., September 10, 1952. 
Hon. BuRNET R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 

DEAR SENATOR MAYBANK: In accordance with your request, I am herewith 
submitting a summary of the operations of the Office of Rent Stabilization for 
the year ending August 31, 1952, for incorporation in the annual report of the 
Joint Committee on Defense Production to Congress. 

Legal basis, organizational set-up, and employment figures——The Office of 
Rent Stabilization was established as a constituent organization of the Economic 
Stabilization Agency by general order No. 9 of the Administrator of that Agency 
and the delegation of authority to the Director is made by law, Executive Orders 
10161, 10276, and 10293 and general orders 9 and 12. The organization of the 
Office of Rent Stabilization consists of the national office, 7 regional offices, 
which are small supervisory units, 175 area offices and 114 branch offices, which 
are the operating units. As of August 30, 1952, employment figures were : 


National office : 


Pen Gee GENTOO ee ee eee jbo tsdbd cee 272 
Fesoneeces CGO r ees: CW. G.. C5) oa cae ccen ee SS 2 
Field offices: 
Pert Genet a eee ee eee ee ee 475 
Tuteraeceons ‘eimpiavees> (Cw. O.G) 2. 6a sake cee ee eae eee é 
Rent advisory board members (without compensation) | (433 active 
WU nbs eh ee ee ek be yey lS oe ga bee & 4, 572 


Programs 

The Office of Rent Stabilization is responsible for the administration of the 
Housing and Rent Act of 1947, as amended. ‘Title I of this act pertains to 
preference given to veterans and members of their families in the rental and pur- 
chase of newly constructed and converted housing accommodations. Title II of 
this act pertains to Federal rent control. The administration of title I1 is the 
primary function of this agency. 

In 1951 Congress, in amending the Housing and Rent Act of 1947, provided for 
the establishment of critical deferise housing areas and the establishment of 
Federal rent control in these areas. Since the enactment of the Defense Produe- 
tion Act Amendments of 1951 and up to September 1, 1952, 115 areas have been 
certified by the Secretary of Defense and the Director of Defense Mobilization 
as critical defense housing areas and rent control has been established therein. 
Reactivation or establishment of military installations was the basis for estab- 
lishment of 80 areas. Expansion of defense plant activities accounted for the 
certification of 21 areas and both factors accounted for the establishment of 
the remaining 14 areas. 

Federal rent control is now in effect in 291 defense-rental areas and covers 
more than ee rental dwelling units. Of these areas, 92 are critical de- 
fense housing areas, 176 are noncritical and 23 are mixed areas; 915,600 units 

‘under control in the critical localities and 5,899,400 in noncritical localities, 

" Daliee the year ending July 25, 1952, the Director granted 2,024,839 adjust- 
ments increasing maximum rents. (Included in this number were 1,533,198 
cranted under the statutory 20 percent provision between August 1, 1951, and 
July 25, 1952.) During the same period he granted 71,456 certificates relating 
to eviction. During the period January 1, 1952, to July 25, 1952, the Director 
decreased 22,295 maximum rents on his own initiative or on application of 
tenants, 

In each defense-rental area there is at least one local rent advisory board which 
makes recommendations to the local area rent director on individual rent ad- 
justments and eviction case&S and general recommendations to the Director of 
Rent Stabilization with reference to control, recontrol, and decontrol of areas 
and portions thereof, or classes of accommodations and over-all rent adjust- 
ments. During the year ending July 31, 1952, these local boards have reviewed 
more than 45,000 individual cases. During the month of July 1952, 1,324 oral 
hearings were held by such boards in individual cases. These boards have 
also made numerous recommendations to the Director with reference to recon- 
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trol and decontrol of areas, portions of areas, or classes of accommodations and 
other recommendations for changes in the rent regulations affecting the area 
under their jurisdiction. 

During the year in question, 304,387 rental units were decontrolled under the 
local option provisions of the law and 77,007 units were decontrolled by the 
Director either on his own initiative or on recommendation of local rent a 
visory boards. In numerous instances the local boards recommended decontro| 
of classes of accommodations such as hotels or motor courts. 

luring the year, 18326 appeals were filed with the Director of Rent Stabiliza 
tion. These appeals were filed by landlords and tenants from orders entered 
by the area rent director in individual cases. 

During the year ended July 25, 1952, 251,305 tenants’ complaints were received 
alleging violations of the rent regulations. As a result of action by the agency, 
compliance with the regulations was obtained in 93,182 cases. (A case involves 
one or more tenants’ complaints and covers such violations as decreases in 
services, overcharges, etc.) Refunds amounting to $3,079,722 were obtained for 
28,116 tenants and damages amounting to $261,776 were collected on behalf of the 
Government in voluntary settlements. 

The Litigation Branch handled those cases which the Compliance Branch or 
the local board could not dispose of before court action by a voluntary settlement 

During the year in question 3,521 suits were filed by the agency in the United 
States district court and 2,843 cases were disposed of during the same period 
The total judgments awarded amounted to $1,535,273. During the same period, 
as a result of increased activity to collect unpaid judgments, 2,475 judgments 
were collected in a total sum of $1,118,672, of which $904,012.13 was refunded 
to tenants who were overcharged and $214,659.87 was paid into the United States 
‘Treasury. 

The Litigation Branch also handled numerous defensive suits, actions against 
officials or employees of the Office of Rent Stabilization or members of the loca 
advisory boards, and all appeals to the circuit courts of appeals. 

Seven regulations issued by this agency were in effect on September 1, 1652: 
Four substantive rent regulations dealing with houses and apartments, rooming 
houses, hotels, and motor courts; two procedural regulations, one relating to 
rent-stabilization procedures and the other relating to local rent advisory board 
recommendations ; and one substantive regulation relating to veterans’ preference. 

During the year 424 amendments were issued to the 4 substantive rent regula- 
tions, 108 of these amendments were substantive and 316 were schedule A amend 
ments having the following effect in defense-rental areas: 108 decontrol cases, 
10 recontrol actions, and 198 amendments authorizing critical rent control to be 
put into effect. 

During the reporting period the Office of Rent Stabilization cooperated with 
many Federal agencies in the establishment and adjustment of maximum rents 
in housing operated by other Federal agencies in defense-rental areas, and in 
effectuating the purposes of the Budget Bureau regulations with reference to 
rental and service charges to employees of the Federal Government. Continuing 
negotiations were had in particular with the Budget Bureau, the Atomic Energy 
Commission, the Defense Departments, the Federal Housing Administration, and 
the Public Housing Administration. 

The amendments to the Housing and Rent Act of 1947, which were effective on 
June 30, 1952, made the following important changes in the rent law: 

1. They extended Federal rent control in critical defense housing areas until 
April 30, 1953. 

2. They provided for the termination of rent control on September 30, 1952, 
in all the remaining areas except in any incorporated city, town, village, or un- 
incorporated area of any county which provides by resolution or by popular 
referendum for its continuance after that date. Rent control also will continue 
after September 30, 1952, in the unincorporated localities in the defense-renta! 
area in which one or more incorporated cities, towns, or villages constituting 
the major portion of the area have passed the necessary resolutions. 

3. The amendments also provided that, except in cases of local option re- 
control, the Director shall not reestablish rent control in any defense-rental 
area previously decontrolled by local option until after a public hearing on 30 
days’ notice. 

4. Under these amendments the Director of Defense Mobilization was author- 
ized to appoint a Defense Areas Advisory Committee to advise him with respect 
to the determination of critical defense housing areas under the act, and the 
Defense Housing and Community Facilities and Services Act of 1951, as amended 
The Committee consists of the Chairman, a representative of the Economic 
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Stabilization Agency, and representatives of the Department of Defense, the 
Housing and Home Finance Agency, and the Office of Rent Stabilization. 

5. The amendments also provided that all Federal agencies must establish and 
administer rents and service charges in accordance with the Bureau of the 
Budget regulations where they supply quarters to Federal. employees. 

6. Title I of the Housing and Rent Act of 1947, as amended, was also amended 

» extend the veterans’ preference provisions to April 30, 1953. 

The Defense Production Act of 1950 was amended to set up a protest and 
ourt review procedure of orders and regulations of the Office of Rent Stabiliza- 
tion. The Emergency Court of Appeals has exclusive jurisdiction in such cases, 
subject to review by the United States Supreme Court. 

rhe effectiveness of the program.—The Bureau of Labor Statistics survey of 34 

ies (Of which 25 have been under rent control) for the period from September 
15, 1951, to July 15, 1952, shows that rents have increased 3.2 percent. On Sep- 
tember 15, 1951, the rent index was 137.5, while on July 15, 1952, it was 141.9. 

{As a result of the existence of a local rent advisory board in each rent-control 
area, the Housing and Rent Act, as amended, and the regulations issued pur- 
suant thereto are administered at the local community level with minimum con- 
tro! from Washington. Every rent advisory board consists of at least one 
andlord representative, one tenant representative, and three public-interest 
representatives. Rent advisory board members who are nominated by the gov- 
ernors of their respective States and appointed by the Director of Rent Stabiliza- 
tion, receive no compensation for their services. These boards hear appeals 
from landlords and tenants who are dissatisfied with orders issued by the local 
rent director. They also play a major role in keeping the public informed on 
the provisions of the Housing and Rent Act and the rent regulations and gain 
public acceptance for the program. 

Current need for the program.—Rent control plays a major part in the defense 
effort by protecting, among others, defense workers and military personnel from 
unreasonable rent increases and unwarranted evictions in those areas where 
rental housing is in Short supply. It is an important morale factor to defense 
workers and military personnel as it assures a reasonable degree of security 
in the dwelling units they occupy and at reasonable rents. Rent control is a 
significant factor in reducing the turn-over of defense employees by prohibiting 
evictions except upon cause ; such as, in cases of sale of the property for occupancy 
by the purchaser or members of his immediate family, or in cases of major 
improvements, or where the tenant fails to live up to the obligation of his tenancy. 

The current need fer the program is evidenced by the rental studies made of 
cities over 40,000 in population where rent stabilization is being administered 
but where critical designations have not been made. A representative cross sec- 
tion of these cities has disclosed that the available vacancy rate has decreased 
in a number of these cities since the spring of 1950. The rents for uncontrolled 
units in these cities were about 60 percent higher than the rents for comparable 
controlled units. Furthermore, a comparison of rents first charged after June 
1950, for dwelling units which were not rented prior to that date, with the maxi- 
mum rents subsequently ordered by the area rent offices for those units, showed 
a signnficant difference. In spite of a liberal “first rent’ reduction policy and 
after making full allowance for all rent increases authorized by law or regula- 
tion, these “first rents” were about 42 percent higher than the rents of controlled 
comparable accommodations to which these “first rents” were reduced. (A 
“first rent” is a dwelling unit which was not rented on the day as of when 
rents were stabilized but was rented after that date and is subject to reduction 
to the rent generally prevailing in the area for comparable accommodations. ) 


ifajor problems which now confront the Agency 


1, The automatic termination of Federal rent stabilization on September 30, 
1952, in those communities which have not been certified as critical defense 
housing areas under Public Law 96, unless prior to that date the governing body 
by resolution, or the people through a popular referendum, declare that a housing 
shortage still exists and request Federal rent control to continue. As of Septem- 
her 1, approximately 500 out of approximately 2,500 governing bodies have taken 
affirmative action to request the continuance of Federal rent control. Following 
is a list of some of the larger cities which by resolution have requested that 
Federal rent-control continue: 


Boston, Mass. Pittsburgh, Pa. 
Chicago, Ill. South Bend, Ind. 
Newark, N. J. Memphis, Tenn. 
Philadelphia, Pa. St. Louis, Mo. 
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2. The rate of certification of critical defense housing areas under Public 
Law 96 requesting the establishment of Federal rent control. As of September 
1, 1952, 115 areas were certified, most of which were located in or around mi! 
tary establishments. 

I have designated Robert A. Sauer, assistant general counsel, as the person 
in this agency to be responsible for compiling the necessary material for this 


report. 
Sincerely yours, 


JAMES McI. HENDERSON, d 
Director of Rent Stabilization 
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OFFICE OF PRICE STABILIZATION, 
Washington 25, D. C., September 17, 1952 
Hon. BurRNET R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
Congress of the United States, Washington, D. C., 

Dear SENATOR MAYBANK: I am transmitting herewith the summary of opera- 
tions of the Office of Price Stabilization from October 1, 1951, to September 1, 
1952. This is in response to the request we received from the committee August 
22, 1952. 

If the committee desires additional information on the operations of the 
component offices of the agency, I shall be very glad to provide it. 

Sincerely yours, 


TicHE E. Woops. 


SUMMARY OF OPERATIONS 


Continuation of the Korean conflict and the rearmament program here and in 
Europe have kept many important areas of our economy under continued infla- 
tionary pressure. Foremost among these areas have been the industrial mate- 
rials and industrial equipment closely associated with the defense production 
program—such as metals and machinery, some chemicals and petroleum—also 
many segments of the food industries. 

The cost of living continued a creeping advance during the fall of 1951, was | 
then held stable until the summer of 1952, but reached new successive peaks in | 
July and August as the cost of food, personal services, and rent mounted. 

Producers’ prices generally were kept below the peak reached at the time of 
the price freeze. While some price increases had to be granted for products 
where higher costs made former ceilings no longer equitable, these were offset i 
by declines in the market prices of other products, notably those that had been ; 
most sharply affected by the speculative buying wave of 1950. The serious 
distortions in price relationships which had developed before the OPS program 
got under way have now been largely remedied. A comparison of consumers’ 
prices with wholesale prices and spot market prices of highly volatile raw mate 
rials shows a very sharp divergence between Korea and the freeze—and a clear 
reversal to a more balanced relationship which has characterized the price pattern 
of recent months. 

The restoration of a more equitable and balanced price pattern was facilitated 
by market reactions to the 1950 boom. These reactions, no doubt, were in part 
due to increases in taxation and restraint of credit. They were set off, however, 
early in 1951 when the price freeze ended buying based on fear of and also on 
hope for higher prices. This elimination of speculative demand helped maintain 
stability throughout the past year. 

In addition, direct price control was an essential condition for such stability 
as it prevented producers in the areas of inflationary pressure intimately related 
to defense from raising prices to the full extent which market conditions would 
have allowed. Thus, for instance, larger price increases would otherwise have [| 
resulted in basic iron and steel, aluminum, copper, petroleum products, and some | 
chemicals; fabricators of these commodities would have added more than per- 
mitted under OPS regulations, and the price charged the industrial consumer 
would have been inevitably higher. Direct price controls have served as a brake 
on inflation as OPS standards prevented many price increases and limited others 
Where softening of markets reduced selling prices materially below ceilings, 
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OPS proceeded to suspend controls with the understanding that ceilings would 
be reimposed if and when necessary. This suspension program was approved by 
the Congress when it inserted a new section 412 into the Defense Production Act. 
In executing the provisions of this section, OPS more recently also revised its 
decontrol standards, 

The past year was also marked by acceleration of the tailoring program (i. e., 
the refinement and improvement of the regulatory structure), by an increased 
volume of relief applications arising out of higher costs, and by the development 
of standards providing appropriate relief to assure essential supply. 

Another significant program brought through its experimental stages during 
the year was community pricing of food. Tested plans, based on a similar and 
highly effective program of World War II, were laid to extend community food 
pricing to cover much wider territory in the immediate future. 


27546—53 7 
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Late in August, with the approval of the Economic Stabilization Agency, OPS 
mapped out a program designed to marshal the Agency’s curtailed forces in 
order to carry out basic stabilization objectives. It takes account of curren! 
economic conditions, as well as limitations on time, funds, and authority imposed 
by the amended Defense Production Act and sharp reduction in congressional 
appropriations. 

The past year also has seen the shifting of much of the responsibility and 
authority for the operating program to the field organization—that is, to th: 
regional and district offices where OPS actually meets the public. 


AUTHORITY FROM WHICH OPS DERIVES ITS POWERS 


Ceiling price regulations 

Title IV of the Defense Production Act, as supplemented by title VII of that 
act (Public Law 774, Sist Cong., 2d sess.), is the source of statutory authority 
for ceiling price regulations and orders. The Defense Production Act was 
amended significantly in both 1951 (Public Law 96, 82d Cong., Ist sess.) and 
1952 (Public Law 429, 82d Cong., 2d sess.). As amended by the 1952 Extension 
Act, the statutory authority for price control will expire on April 30, 1953, unless 
extended prior to that date, 

Title IV contains comprehensive authority for the control of prices and wages, 
although this authority has been restricted considerably by the 1951 and 1952 
amendments. The basic substantive requirement for a price regulation is that 
it be “generally fair and equitable” and effectuate the purposes of the act. 

The principal limitations on this authority are (1) that ceilings on agri- 
cultural commodities, and on commodities processed from them, shall reflect 
parity to producers of the particular farm commodity; (2) that distributors of 
commodities shall not be denied their customary percentage or other margin 
enjoyed by them as a group during the pre-Korean month; and (38) that manu 
facturers be permitted to pass on, in the form of higher ceiling prices, those 
cost increases incurred through July 26, 1951. 

Certain areas of the economy have been exempted from regulation by the 
original act or by its amendments. This includes real property; rates or fees 
charged for or compensation paid for professional services, including enzi- 
neering, architectural, and accounting services; materials furnished for pub- 
lication by press associations, books, magazines, motion pictures and news 
papers, radio, television, theaters, outdoor advertising, insurance rates; rates 
of public utilities, terminal warehouses, common carriers, and numerous sery- 
ices provided by railroads; commodity exchange requirements; prices charged 
by barbers, beauticians, and bowling alleys; and sales made by States and 
other political subdivisions, 

In addition, by the 1952 amendments fruits and vegetables in fresh or proc- 
cessed form were exempted from price control. This is by far the most signifi- 
eant of the statutory exemptions since these commodities comprise nearly 21 
percent of the consumers’ food dollar. 

The President’s powers with respect to price stabilization were delegated to 
the Economie Stabilization Administrator by Executive Order 10161 (15 F. R. 
6105). By General Order No. 2 (16 F. R. 738), the Economic Stabilization 
Administrator in turn redelegated the price-control functions to the Director of 
Price Stabilization. 


Meat distribution program 

The slaughter registration program of OPS is conducted pursuant to section 
101 of title I of the Defense Production Act of 1950. That section conferre:| 
authority on the President to make allocations of materials. Insofar as foud 
is concerned, the President’s allocation authority was delegated to the Secre 
tary of Agriculture by Executive Order 10161 (15 F. R. 6105). By Defense 
Food Delegation No. 4 (16 F. R. 1272), the Secretary of Agriculture redelegated 
the authority to allocate meat to the Economie Stabilization Administrator. 
This authority was redelegated to the Director of Price Stabilization by Genera! 
Order No. 5 of the Economic Stabilization Administrator (16 F. R. 1273). 

Prior to July 31, 1951, the OPS program included (a) registration of author- 
ized slaughterers, and (b) determining allocations for registered slaughterers. 
Section 101 was modified by the Defense Production Act Amendments of 1951, 
which added the following sentence: “No restriction, quota, or other limitation 
shall be placed upon the quantity of livestock which may be slaughtered or 
handled by any processor.” Subsequent to July 31, OPS has continued the 
registration program but not the allocation program. 
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By the 1952 legislation section 101 again was modified. The new amendment 
prohibits OPS from placing limitations on the species, type, or grade of live- 
stock slaughtered, or method of slaughtering. In addition, the allocation of 
meat was prohibited in the absence of a determination by the Secretary of 
\griculture that the over-all supply of meat is inadequate. However, this fur- 
ther restriction on an allocation program was accompanied by the express ap- 
nroval, in the new section 101, of the grading and grade-marking program used 
in the price-control program. 


THE PRICE STABILIZATION PROGRAM 


The task of price stabilization was very much complicated by the market re- 
action to the panic buying of the post-Korean period. Evidence of softness in 
relation to ceilings begin to appear a year ago, particularly in nondurable goods 
industries. At the same time, however, severe price pressures remained or 
developed in many heavy goods fields, notably as to the basic metals and machin- 
ery, and in some parts of the food industry. In this mixed market OPS was 
besieged by strong requests for decontrol of whole areas of the economy from 
one side and equally urgent requests for higher ceilings from the other. It had 
to formulate principles and procedures for coping with both aspects of the price 
picture, which presented complex problems without precedent and which neces- 
situted a shift in emphasis in the over-all stabilization program. 

During the course of the vear, OVS determined eligibility for and amount of 
price increases on the basis of four standards. The industry earnings stand- 
ard requires that prices be high enough to permit each industry to earn 85 
percent of its average for the best 3 years during 1946-49, adjusted for any in- 
crease in net worth since that period. The product standard permits upward ad- 
justments on individual products or product lines, even where the earnings stand- 
ard is already satisfied, to permit average producers of that product line to 
break even on it. Individual sellers may receive price increases even where 
none are due under the industry earnings and product standards where such 
relief is necessary to avoid losses. The essential supply standard permits ad- 
justment of ceiling prices to the extent necessary to meet the overriding defense 
demands for production or supply of an essential commodity or service. This 
standard, developed during this last year, is incorporated in General Overriding 
Regulation 29 of May 23, 1952. Procedures used in applying the industry earn- 
ings standard have recently been simplified so as to facilitate quick action on 
relief applications which have multiplied as the result of recent wage and freight 
increases, 

Based on these standards as well as on the changing requirements for direct 
controls during the past year, the Agency issued 99 ceiling price regulations in the 
12-month period. Of these 52 applied at the manufacturing or processing level, 
24 were for resellers, 10 covered all sellers, and the remainder applied to mis- 
cellaneous categories. On a commodity basis, 38 ceiling price regulations were 
established for lumber and paper products; 22 covered metals, machinery, and 
automotive products ; 21 regulations were in the food and related products area: 
and the remaining 28 covered miscellaneous commodities. 

In addition, the Agency issued 157 supplementary regulations, 17 general over- 
riding regulations, 620 amendments, 47 revisions, 45 collations, and 55 dele- 
gations of authority. Through July 31, 1952, OPS individual price actions totaled 
3,114,496 as follows: 

Individual price action.—Applications through July 31, 1952: 


National 


Total offies Field offices 
Adjustments 30, 058 17, 525 12, 533 
Authorizations _ 26, 068 12, 841 13, 227 
Determinations with a time limit 164, 076 159, 515 4, 561 
lings. . 2, 844, 204 130,711 2, 763, 583 
Total 3, 114, 496 320, 592 2, 793, 904 


During the early part of the year which has elapsed since our last report 
to the joint committee, the Agency continued its development of tailored regula- 
tions which had been undertaken immediately after the general freeze. The 
tailored regulations set specific dollar-and-cent ceilings for as many industries 
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as practicable, In other regulations, base periods for margin calculations were 
selected for specific industries—periods in which prices were at an appropriate 
level and internal price structure fair and well balanced. In still others, pricing 
formulas were devised to express customary industry pricing methods, providing 
against continuous escalation by setting cut-off dates for cost calculation. 

A great part of the Agency’s efforts during the year were devoted to trying to 
stabilize prices within the framework of legislative changes. <A series of regula 
tions were issued implementing the Capehart amendment requirement that 
ceilings reflect cost changes frem Korea through July 26, 1951. So far, over 
2,300 companies have filed about 8,200 applications for increases on individual 
product lines. A general overriding regulation had to be developed to implement 
the Herlong amendment provision regarding customary pre-Korean wholesale 
and retail margins. 

Rising transportation costs led many industries to request OPS for price 
relief, particularly after the ICC completed a general freight rate increase this 
May. A number of special price regulations permitted distributors to pass 
through any increase in transportation costs. For a number of other products, 
however, particularly bulky ones involving relatively high freight costs in 
relation to value, special provision had to be made in revised regulations. Ceil 
ings of most consumer goods have also been adjusted to cover freight increases. 


Pass-through on metals 


The standards developed by OPS spelled out the requirement of the law that 
price ceilings must be “generally fair and equitable.” Thus, they permitted 
reasonably uniform application of this basic legal provision to a great variety of 
factual conditions in highly diverse industries. In the spring and summer of 
1952, however, OPS was obliged to grant a number of price increases going 
peyond OPS standards, as the Director of Defense Mobilization found that such 
increases were necessary to facilitate defense production, regardless of the 
consequences for the stabilization program. Thus, copper ceilings were raised 
in May after abrogation by Chile of its marketing agreement with this country. 
Steel prices were raised in August to reach a settlement of the strike which had 
paralyzed this industry. Also in August, OPS raised aluminum ceilings under 
its own essentiality standard. 

Inasmuch as the ceiling-price increases on these three primary metals were 
determined to be too large for most manufacturers to absorb, methods had to be 
developed for passing the increases on through production channels. Relief 
from these cost increases could not feasibly be handled under the industry earn 
ings standard because of the great administrative burden of the surveys that its 
videspread application would have entailed, and the relatively long delay in 
volved. There was finally a decision to permit each fabricator to pass-through 
the entire dollar-and-cent increase in his costs for steel, copper, and aluminum, 
hut no more except as other cost increases might require price increases under 
other standards. 

Community pricing program 

The consuming public spends over one-third of its budget for food, and in the 
last year food prices rose 3.8 percent as of August 15. Despite the pressure 
thus exerted on living costs, OPS has faced serious obstacles in attempting to 
stabilize food prices. Introduction last spring of potato ceilings, for instance, 
was countered by withholding and distortion of normal distribution, about 
which no doubt can remain since the market was flooded directly after controls 
were removed. Potatoes reappeared although at prices substantially in excess 
of the former generous ceilings. 

In extending the Defense Production Act this June, Congress removed all 
price-control authority over fresh and processed fruits and vegetables. Parity 
and other legal minimum provisions retained in the act prevent firm ceilings on 
most other farm products, providing an additional great obstacle to effective 
stabilization of food prices at the retail level; except at higher levels than 
now exist. 
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However, a pilot ccmmunity pricing program on grocery products under OVS 
control proved successful, and beginning in October the agency is extending 
community pricing to about half the American public, living in 55 local areas 
around OPS district offices. 

Presently, the most important items as indicated by local preference and 
sales volume are being selected for inclusion on price posters which will list 
dollar-and-cents ceiling prices on about 400 separate items for each of the four 
OPS classes of retail outlet in each area, and wholesale price information and 
chain-store cost data are being collected as a basis for setting the community 
prices, in conjunction with the trade in these communities. 

The basic list of groceries to appear on the original posters will include about 
2) percent of the foods covered by the Consumer Price Index. Branded bread 
(6 percent of foods in CPI), fresh meat (25 percent), fluid milk (11 percent), ice 
cream, cake, and soft drinks (5 percent) are controlled by other price regula- 
tions. Bread and milk may later be included under community pricing. Fruits 
and vegetables (21 percent) are legally excluded from price control; sugar (2 
percent) is exempted; fresh poultry (5 percent) and eggs (5 percent) are not 
presently under control because of parity provisions. 

Community pricing is not intended to affect the general price level of covered 
items, but will promote uniformity in pricing among stores in the same OPS 
class in the area and eliminate the necessity of retailer computation of ceilings 
on those items. The program simplifies compliance and understanding from 
the buyer's and seller’s view, since it provides identifiable ceiling prices on the 
items involved. 


Suspension and decontrol 


A year ago our report to the Joint Committee on Defense Production also noted 
that “a number of commodities are selling below ceiling prices, particularly 
textile products and consumer durable goods.” Most of these soft markets per- 
sisted, and examination of the economic forces at work led the Director to appoint 
a special top staff committee to study the question of relaxing controls where 
controls were not currently needed because the free competitive market could be 
depended on to hold prices in check. 

In the past 6 months, under the guidance of that committee, controls have 
been suspended or eliminated ‘in a number of areas where prices remained soft 
Among the basie raw materials suspended are cotton, wool, hides, synthetic 
fibers, burlap, and vegetable oils. Manufactured products included yarns and 
fabrics made from the suspended.textile fibers, leather, bulk and bottled whisky, 
Wines and spirits, cotton linters, bedding, radio and television sets, soft-surface 
floor coverings, and many related products. Other areas are under study. 

The course of prices in the suspended commodities is under constant surveil- 
lance, and the agency is prepared to reimpose controls on short notice if infla- 
tionary trends develop again in the soft-market areas. Notice has been given 
to each industry that the suspension will be revoked if prices rise to a pre- 
determined level, and that control will be reimposed at ceilings no higher than 
those existing before suspension. 

Suspension standards have been adopted by the agency and given wide publicity 
as guides to its future suspension policy. 

The drastically curtailed appropriation has required OPS to concentrate its 
efforts where the price-stabilization program can be most effectively carried out 
and most useful. The agency has liberalized its decontrol standards to permit 
the exemption of many commodities and services insignificant in the cost of 
living of the average American family or in business costs, and of other, perhaps 
more significant, items that cannot be effectively controlled except at exorbitant 
cost of manpower and energy. Among items decontrolled are ice, luxury furs, 
stumpage, and a host of relatively unimportant commodities, 
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Cooperation with other agencies 

The Office of Price Stabilization has implemented its policy of encouraging co 
operative activities with all Government departments and agencies. A specifi 
agreement has been entered into between the Director of Price Stabilization 
and the Chairman of the Munitions Board involving procedure to effectuate price 
stabilization in Department of Defense activities. Also, an agreement has been 
entered into between the Director of Price Stabilization and the Administrator, 
Defense Production Administration, to coordinate issuance of allocation orders 
on the one hand and price regulations on the other. A similar type of agreement 
is also in effect with the Department of Agriculture. 

Close liaison has also been established between top-echelon personnel of other 
defense and defense-supporting agencies of the Government. The Oflice of Price 
Stabilization also participates in many interagency policy and operating com 
mittees and has been represented on ad hoc committees established from time 
to time by the President or the Director of Defense Mobilization. 

The important and complicated price-adjustment problems of foreign copper, 
Navy special fuel oil, and east-coast heating oil, for example, involve close work- 
ing relationships not only with the emergency production agencies, including 
the Office of Defense Mobilization, the Defense Production Agency, and the Na- 
tional Production Authority, but also with the Departments of State, Defense, 
and Interior. In working with the officials of these agencies every effort was 
made to reconcile production and stabilization objectives. 

Liaison with Congress 

Special effort has been made to maintain liaison with Congress. The focal 
point for this activity has been the Joint Committee on Defense Production, 
which has been supplied with weekly reports on principal OPS actions. The 
Director and OPS staff members have cooperated closely with the committee 
chairman and his staff. A continuing liaison has also been maintained with 
the Banking and Currency Committee of both Houses. When requested, OPS 
experts have been made available to assist the congressional staff in drafting 
legislation. This was an important activity during 5 months of hearings and 
debate on extension of the Defense Production Act. 

Every effort has been made to interpret and explain OPS policies and programs 
to the Members of Congress, and to ascertain congressional intent with respect 
to any ambiguous aspects of the Defense Production Act. In addition, facilities 
have been provided for handling specific congressional inquiries and requests 
for information or services. 

Many aspects of price control are controversial, and, because of the scope 
and changing impact of the program, numerous problems have arisen throughout 
the country. For these reasons individuals and special-interest groups have 
maintained an active correspondence with Congress on price-control matters, 
Many of the inquiries are of a technical nature or require statistical research 
to provide an adequate answer. As requested by Members of Congress, the OPS 
staff has assisted in handling many of these inquiries. 


EFFECTIVENESS OF PROGRAM 


One year ago Michael V. DiSalle reported to the Joint Committee on the 
Defense Program. He properly contrasted the rapid and dangerous inflation 
which gripped the economy in the months following the attack on South Korea 
with the return of public confidence and the recession of the inflationary spiral 
after the general price freeze. 

In the year just elapsed these gains have been substantially held. No new 
inflationary surge has depreciated the value of the dollar. 
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Despite the increasing proportion of our national output going to defense and 

e transition from a budgetary surplus to deficit spending on the part of the 
Federal Government, there has been no evidence of resumed panic buying either 

om business.or the consumer, 

Last October Mr. DiSalle described the persistence of price pressure in many 
areas of the economy—metals, the defense-related segments of the economy, and 

, many foods—in contrast to “soft areas,” especially textile products and con- 
sumer durables, which were selling below ceiling. Generally speaking this 
situation has persisted. 

Relative price stability has characterized most markets in the past year. We 
have had neither the rapid mounting of prices of the immediate post-Korean 
period nor the violent readjustment following the price freeze. Prices of basic 

yumodities, farm products, minerals, and cther raw materials which had, as 

whole, risen most, declined markedly after the spring of 1951. As a result, 
ging price relationships were more like those of the pre-Korean period—on 
vel about 12 percent higher. 

Raw-material prices in August 1952, as represented in the BLS 28-commodity 

| index, were about 10 percent below a year ago, 27 percent below the freeze 
el—in contrast to the 46-percent rise before the freeze. 

Primary market prices, according to the BLS wholesale price index, were about 
2 percent below a year ago and 5 percent below peak at the time of the general 

e freeze. In relation to post-Korean peak prices, industrial commodities 

sa Whole declined less than farm products. In comparison to pre-Korean prices, 

however, farm commodities have risen more than industrial products. Meats 

remained relatively high despite declines over the past year, especially of whole- 
ce beef. 

Consumer prices continued to rise. By August, they were up about 3 percent 

er a year ago and 4 percent over the general freeze level. The recent rise 
has been much less than the 1-percent-per-month rate which occurred in the 
S months after Korea—only 0.2 percent per month over the past year. By 
August 25, however, food prices at retail were 16 percent above the pre-Korean 
evel (June 1950). Increased freight costs and other handling expenses appear 
to have been important factors in the increased spread between prices received 
hy farmers and the cost of food to the consumer. 

In general, however, price relationships are more normal as a result of the 
previously mentioned converging price movements of the past year. Thus, in 
July (latest data available for all series) raw-material prices were 10.1 percent 
higher than the pre-Korean level ; wholesale prices 11.2 percent higher: and con- 
sumer prices 12.1 percent higher. (See chart 1, p. 89.) 






Lhe cost of living 

Despite the fall in raw-material and producers’ prices, consumers’ prices, as 
represented by the Consumers’ Price Index of the Bureau of Labor Statistics, 
showed that the cost of living for moderate-income urban families reached sue- 
cessive new peaks in July and August. As chart 1 on page 89 shows, the over- 
all increase in consumer prices for the first time since Korea was larger—al- 
though only slightly—than wholesale prices. Moreover, the immediate prospect 
s for further rise in the cost of living in view of the certainty of rent increases, 
the strong likelihood of further advances in retail food prices apart from sea- 
sonal movement, of higher prices for consumer durables as a result of the recent 
price increases in steel, copper, and aluminum, and finally, the appearance of 
new strength in the textile market. 

The changes in major components of the Consumers’ Price Index since Korea 


are shown in the following diagram: 
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CHART 2 


CHANGES IN MAJOR COMPONENTS 
OF CONSUMERS PRICE INDEX 


JUNE 1950 - JUNE 1951 Ei 
SINCE KOREA, INCREASED LIVING COSTS WERE UP MORE THAN 
1} PERCENT IN JUNE, 1952. OVER THE PAST TWO YEARS , FOOD 
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Actually, the rate of increase in consumer prices has not been rapid since the 
price freeze or during the past year. The index of consumer prices, which was 
187.4 in October 1951, was 190.8 in July 1952, an increase of 2 percent, or of about 
one-fifth of a percent per month. 

3ut the important thing to observe is that living costs have gone up again 
during the past year and there is every indication that they will continue to do 
so. The dangers of creeping inflation may not be as dramatic as the more rapid 
variety but, over a sustained period, they can be just as destructive of the sa\ 
ings, annuities, pensions, insurance, of those in our economy who lack the bat 
gaining power to keep their income apace of rising living costs. 
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rhe contribution of each of the major components of the Consumers’ Price 
Index to the 1951-52 rise in the cost of living is shown by the following diagram: 
























CHART 3 


CONTRIBUTION OF COMPONENTS 
OF CONSUMERS PRICE INDEX 
TO INCREASED LIVING COSTS 


CURING THE PAST YEAR , LIVING COSTS ROSE MOSTLY BECAUSE OF 
HIGHER PRICES FOR FOOD, PERSONAL TRANSPORTATION AND MEDICAL CARE 


(2.4 PERCENT INCREASE FROM JUNE 1951 To JUNE 1952= 100) 
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During the past year living costs have gone up because rises in food, rent, 
, : medical care, and personal transportation have been important enough to offset 
decreases in housefurnishings and apparel. Three separate studies prepared by 
the Bureau of Labor Statistics for December 15, 1951, March 15, 1952, and 
June 15, 1952, have all indicated that 50 percent or more of consumer expendi- 
tures were made at their 1951-52 peak price levels. In ali three surveys at 
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least 70 percent of consumer expenditures were for commrodities which have 
been within 2 percent of their peak during the past year. Since the Consumers’ 
Price Index has risen further since June, these figures understate the current 
situation. 

Because of legal limitations upon its authority, the Office of Price Stabiliza- 
zation cannot bring the rise in the cost of living to a halt. We cannot set agri- 
cultural commodity price ceilings lower than the legal minimum,’ and processed 
commodities are required by law to reflect price increases to these legal minima, 
We have no control over prices of fresh or processed fruits and vegetables, hair- 
cuts, beauty-parlor services, or public utility rates—including streetcar, rail, 
and bus transportation. Within the scope of our authority we have striven to 
hold down prices and we shall continue to do so, 

But at the present cost of living, the proportion of items at peak effectively 
contradicts those who attributed pervasive “softness” to markets. Without 
direct price controls present prices of a variety of items, ranging from gasoline 
and fuel oil to coffee, milk, and laundry services, would be higher without OPS. 
The effect of direct price control 

Statistical evidence alone can never determine conclusively the effectiveness 
of a price stabilization program. For the aim of such a program is not a rigid 
freeze of all prices which would seriously hamper the functioning of our econ 
omy. The test of successful price stabilization is rather whether prices have 
been more stable, more equitable, and less subject to inflationary distortion than 
they would have been in the absence of the price stabilization program. Clearly, 
such a comparison of actual conditions with an assumed state cannot be made 
statistically. 

In the present instance, however, a historical comparison can be made. The 
sharp price advance and the severe price distortions between Korea and the 
freeze contrasts markedly with the stability of the price level and the improve 
ment of price relationship since then, and furnishes telling testimony that the 
Nation’s stabilization progranr as a whole has been successful. This testimony 
becomes all the more convincing where reference is made to price developments 
in other countries where the wave of inflation set off by the Korean invasion 
has almost without exception had more damaging consequences. 

This success of the American stabilization program can be ascribed to the 
use of both “direct” price and wage controls and “indirect” fiscal and credit 
controls. Without the latter, the increase in spending power emanating from 
the defense production program would have been much greater and it would 
have been impossible to stabilize prices in the face of larger demand. Without 
direct price control, on the other hand, speculative and fear-inspired buying 
financed out of individual and corporate savings, rather than current income, 
might well have left indirect controls as ineffective as they proved to be up to 
the time of the price freeze. 

It is often held that price increases based merely on speculation or fear cannot 
last long and will be reversed even without price control. This is only partl\ 
true. Important institutional factors in our economy work in such a way that 
many prices and wages are raised much more easily than they are reduced 
Short of a significant depression in the markets concerned—and for some prices 
and wages, short of a general depression—many prices and wages will not re 
cede from a peak once reached. Therefore, a reaction from price increases due 
to speculation or fear will not be complete but will have a permanent mark on the 
economy’s cost structure and price level. Because of this ratchet effect, direct 
price control makes a very significant contribution when it prevents price 
increases, even though such increases may be due only to temporary psycho 
logical causes subject to later reversal. This is all the more significant because 
the reversal of a price and wage rise, insofar as it is possible, is irresistibly uc- 
companied by loss of production and much hardship. 

In the light of these economic considerations, the experience of this last year, 
and of the entire period since Korea, well bears out the statement that the price 
stabilization program has made an important and effective contribution to 
economic stabilization generally and to the Nation’s defense mobilization effort. 


1 Whichever price was highest—parity, the price as of May 19, 1951, or the average May 
24-June 24, 1950 (pre-Korea). 
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CURRENT NEED FOR PRICE STABILIZATION 


The progress made in stabilizing the price level and improving the price 
structure raises the question whether continued price stabilization is needed. 

That direct price control is not currently needed in all areas of the economy 
was recognized by OPS where it instituted its suspension program early in 1952 
and later by the Congress when it inserted section 412 into the Defense Pro- 
duction Act. 

On the other hand, it is clear that inflationary pressures have not disappeared. 
A continuous flood of applications for higher ceiling prices must still be faced by 
OPS. Some of these applications must be granted to maintain equitable ceilings 
in the face of higher costs, but others are rejected daily. Whether the recently 
vranted increases in steel, copper, and aluminum will cause a renewal of the 
upward movement of all wholesale prices remains to be seen, but it appears 
likely at the present time. Also, continued advance of the CPI, largely because 
of items over which OPS has little or no control, not only automatically entitles 
millions of American workers to wage increases but is certain to stimulate 
successful wage demands on the part of others. Under current circumstances 
OPS may not be able to hold down the CPI rigidly, but it can limit its advance. 

Under current circumstances, therefore, price control is a type of insurance 
which appears to be available at a moderate rate. With consumer expenditures 
now at an annual rate of $215 billions, each 1 percent rise in consumer prices 
means that purchase of the same commodities will cost the American people 
over $2 billion more a year. The resulting inequalities, the loss in savings and 
security, and the punishing of the low-income groups cannot be set aside by 
equivalent income gains obtained by the strong. Nor can the rise in the Na- 
tion’s cost structure be readily reversed. Above all, the resultant increase in the 
cost of our defense program would greatly add to the already severe burden of 
the taxpayers or else impair the Nation’s ability to resist aggression. 

In judging the continued need for the stabilization program, it must never be 
forgotten that it is part and parcel of our defense effort. Were it not for the 
high rate of national security expenditures—now about 16 percent of the gross 
national production as against 6 percent before Korea—we would not face the 
same danger of inflation. Were it not also for the international tension caused 
by the threat of Communist aggression, we would not face the same danger of 
panic buying and speculation as a result of another international incident. No 
one, of course, can predict if and when such another incident will place a new 
inflationary strain on our resources. Differing from 1950, the economy is operat- 
ing closer to capacity, consumer credit restrictions instituted to reduce demand 
have been suspended, real-estate credit restrictions considerably eased. Further 
tax increases are not likely to be used to drain off more purchasing power, and 
the Government is now operating at a deficit. In short, the normal defenses 
against a new inflation are fewer and the dependence upon direct price controls 
would be correspondingly greater. Moreover, a larger share of the economy is 
now engaged in defense. Piling further inflation on top of that which we have 
already experienced would be especially hard on those who have already been 
hurt by its unequal impact, including those on pensions or other fixed income. 
It would, thereby, subject important sectors of our social and economic organiza- 
tion to further unnecessary strain. 


SMALL-BUSINESS REPRESENTATION 


The regulation of small-business enterprises creates many problems that can- 
not be met by the methods used for big business. OPS has earnestly sought to 
provide adequate safeguards for the interests of small business. A double pricing 
standard for large and small business can neither be devised nor justified but 
consistent efforts have been made by OPS through the Office of the Assistant to 
the Director for Small Business Relations to simplify pricing methods, as well 
as existing and new regulations. Exemptions have been instituted to remove 
burdens from small business where it has been found that such exemptions would 
not affect the cost of living appreciably. 

An assistant to the Director represents the position of small business at all 
levels of policy in the national office of OPS and before the Small Business Com- 
mittees of the House and Senate. He also serves on the Interagency Small 
Business Committee and on the executive committee of the Small Defense Plants 
Administration. 
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Hundreds of small-business cases are handled in the field offices daily. The 
field staff now consists of 108 regional and district representatives, generally 
either the price executive or deputy director. No need has arisen for full-time 
employees. 

The recently published Guide for Small Business Representatives including 
standards for small business in OPS, and a set of simplified instructions, was 
provided to all small business field representatives as well as to all executives in 
the national office. A pamphlet entitled “Small Business Adds Up to Big Busi 
ness” has been mailed to thousands of small-business men and their associations 

For a list of specific OPS aids to small business developed under this plan see 
appendix C, 

PERSONNEL AND ADVISORY COMMITTEES 


Personnel and management 

During most of the first half of fiscal year 1952 the agency was faced with the 
task of operating and planning the scope of operations without the benefit of a 
definite appropriation. The Congress passed a series of monthly authorizations 
which permitted continued activity but which also necessitated a freeze on em 
ployment and postponed the development of a firm program until late in the fall, 
On October 1, 1951, there were 11,166 employees in OPA (of whom 2,529 were in 
the national office and 8,637 were in the 14 regional and SY district and terri 
torial offices. By the end of May 1952 a peak employment of 12,129 had been 
reached. 

After renewal of the Defense Production Act, OPS requested $68,420,000 to 
carry out its provisions. Only $36,900,000 was made available to OPS, and the 
agency immediately tackled the problems of reorganization and reduction in 
force. In the field, 12 district offices were consolidated with the regional offices 
in the same cities, 31 district offices were reduced to branch offices as contact 
offices for business and industry, and the total personnel strength was scaled back 
to 50 percent. The sizable reduction in force was accomplished under a new 
furlough plan rather than completely separating employees having to be laid off, 
providing a possible source of trained personnel for replacement or restaffing if 
and when necessary. 

Consumer advisory committees 

The OPS Consumer Advisory Committee, which held its initial meeting in June 
1951, has continued to meet in Washington monthly. The committee members, 
nominated by 26 national farm, women’s educational, veterans, labor, and church 
organizations with consumer programs serve without compensation or travel 
expense. They keep informed on proposed OPS programs, discuss with OPS 
officials how provisions of title IV of the Defense Production Act are being im- 
plemented, and make suggestions for OPS action based on their knowledge of 
consumer problems and consumer reaction to the stabilization program. 

The Consumer Advisory Committee has consistently urged the display of iden 
tifiable ceiling prices in retail food stores and the establishment of local consumer 
advisory committees as aids to consumer understanding of and cooperation with 
the anti-inflation program. These recommendations have both received favorable 
action by OPS. 

In February 1952 OPS began its test program of posting price ceilings on food 
items in three cities: Fresno, Calif.; Fargo, N. Dak.; and Jacksonville, Fla. The 
uniform community pricing of many staple food items and the posting of ceiling 
prices are now being extended to additional marketing areas. 

Also in February 1952 local consumer advisory committees were set up and 
have continued to function in 10 test cities across the country—Spokane, Washi. : 
Fresno, Calif.; Los Angeles, Calif.: Salt Lake City, Utah; Fargo, N. Dak.: De- 
troit, Mich.; Cincinnati, Ohio; Jacksonville, Fla.; Binghamton, N. Y.; and Hart- 
ford, Conn. 

With the extension of community pricing these local committees are also 
being increased in number. In the marketing areas where the food posters are 
to he displayed consumer advisory committees are now being established. These 
local committees serve in two ways: (1) Keeping their communities accurately 
informed of the stabilization program and (2) advising with the district direc 
tors on how best to serve the community. 


Industry advisory committees 


The industry advisory committee program has developed to full strength dur- 
ing the past year. It will be necessary to appoint very few additional commit- 
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tees. Existing committees have all met at least once, many 5 or 6 times, one 
9 times. On September 1 OPS had 58S committees and 37 permanent subcom- 
mittees that had held 946 meetings. 

The meetings during the past 3 months have been fewer, due not only to 
the customary summer decline but to the prolonged steel wage-price contro- 
ersy, preventing clear-cut agenda. The moment the steel decision was reached 
requests for meetings poured in so that we anticipate that the ameunt of indus- 
try consultation may again reach the peak of the spring of 1951, but concentrated 
in those areas Where strict controls will be maintained. 

There have been two significant policy decisions recently in regard to consulta- 
tion with industry: 

(1) We have disbanded those committees of industries decontrolled by the 
Defense Production Act, as amended. When OVS by its own price policy 
suspends a commodity from control but in so doing outlines a situation wherein 
the commodity may be recontrolled, simultaneously we determine if the rele- 
vant committee shall or shall not be disbanded. There are conditions under 
which we must consult with a committee even though its commodities are 
suspended from control, 

(2) The other development concerns the launching of our community pricing 
program. It is deemed not practicable to establish formal industry advisory 
committees in all of the marketing areas where dollar-and-cent prices will be 
posted in all food stores, 

However, we know that no program of such far-reaching consequences will 
be successful without the general cooperation and understanding of the whole- 
sale and retail food dealers. Consequently, the field offices will consult regu 
larly with informal, representative trade groups from the selected marketing 
areas, making certain that each such trade group shall be representative of the 
trade by the criteria set down in the act itself. Experience has shown that 
the success of community pricing is in direct ratio to the securing of advice 
and cooperation from both trade and consumer groups. 


MAJOR PROBLEMS CONFRONTING THE OFFICE OF PRICE STABILIZATION 


Both the authority of OPS to maintain direct price controls and the staff 
to administer the program have been curtailed severely in the year just past. 
In anticipation that inflationary pressure would slacken to the extent that 
direct controls would no longer be necessary, Congress has provided that 
“* * * general control of wages and prices shall be terminated as rapidly 
as possible * * *” and that authority to maintain price controls shall termi- 
nate on April 30, 1953. 

The major problems of this Agency proceed from the very substantial areas 
of the economy in which cost factors, including labor and transportation as 
well as materials, continue to push prices up, and from those areas, mainly 
connected with the defense effort, in which demand is pressing hard on avail- 
able supply. In these areas the Agency must maintain effective control despite 
a psychological let-down and a staff reduction. The pass-through of increased 
metal costs, following the steel and aluminum settlements, is just beginning 
to work its way through the economy, and other similar pressures must be 
expected. 

Because OPS is without effective control on more than one-half the items 
which make up the cost of living, the Agency, in very considerable measure, 
has been limited in its ability, to held the creeping increase in living cost which 
has characterized the economy during the past year. This creeping increase 
in living costs has inevitably made more difficult the maintenance of public 
support for the program and has intensified pressures on the wage structure. 
Thus one of the Agency’s major problems is to make sure the publie is fully 
informed on all phases of the program so as to assure its continued confidence 
and cooperation, without which no system of direct price controls can hope 
to he snecessful. 

Because there has been no real let-up in international tension, the Agency 
must stand ready to reimpose controls in the event of a worsening of the inter- 
national situation or of total war. At the same time, recognizing the repugnance 
of price controls under normal conditions to the American economic system, 
we must continue to remove or suspend them in all areas where it appears this 
can be done without jeopardizing the defense program or the legitimate interests 
of the businessman and the consumer. 

In summary, the tasks of OPS are to maintain controls where they are needed 
and eliminate them where they are not, and to be ready at all times should the 
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need for a comprehensive program become necessary as a result of some new 
international crisis. 


OTHER PERTINENT INFORMATION 


Office of Public Information 


It would obviously be absurd to write price regulations and then neglect to 
spread the news of their existence, because a program of price stabilization, to be 
effective, requires voluntarly compliance on a wide scale. Such compliance can 
not be achieved unless business and the general public are informed about the 
Government's actions and the reasoning behind such actions. The Government 
alone cannot defeat inflation. 

So, from the beginning, OPS recognized that information is not a side show 
but an integral part of stabilizing prices. In fulfilling its function of informing 
the press, radio, trade, industry, labor, consumer groups, and the general public 
of the activities of the price program, the Office of Public Information during the 
past year has issued 1,350 news releases, of which some 750 were on policy, en- 
forcement cases, personnel matters, industry advisory committee meetings, ete. 
The other 600 releases described or summarized OPS regulations and orders, 
some of them extremely technical in original form. The Office of Publie Infor- 
mation also answered thousands of queries from press, radio, and the public, 
and arranged some 75 press conferences for the Director and other top OPS 
personnel, usually at the request of the reporters covering the agency. 

In addition, radio and TV were extensively employed in the fight against in- 
flation. About 1,700 radio stations are carrying regularly scheduled OPS pro- 
grams at no cost to the Government for radio time. in addition, spot announce- 
ments, short films, panel discussions were used by most of the Nation’s radio 
and TV stations. OPS officials appeared on 50 to 60 TV networks during the 
year. A regular kit of material containing information for the public about 
price controls has been supplied all stations requesting it during the year. 

OPI also prepared and distributed material for billboard, car card and poster 
use, receiving without cost display space valued at millions of dollars. It is- 
sued 22 leaflets and booklets, a weekly packet of information for women’s or- 
ganizations, and numerous special articles, fact sheets, fillers, material for 
panels, slide films, and other informational materials. 

Information has been disseminated about the program through many channels, 
but there is still a need for informing the American people as consumers of the 
changing developments and policies of the price-stabilization program, and of 
what they themselves can do to assist in the inflation battle. 

Office of Enforcement 

Since the last report the Office of Enforcement has conducted Nation-wide 
surveys of compliance in various commodity fields. These surveys included 
among others, used machine tools, used automobiles, restaurants, slaughter 
plants, potatoes, iron and steel scrap, and retail stores. Surveys were also con- 
ducted in specific regions or areas on lumber, milk distributors, pulpwood, baler 
and binder twine, rubber goods, and others. At the same time, the Office con- 
tinued to evaluate and investigate complaints concerning individual businesses. 

Where violations were neither willful nor due to lack of taking practicable 
precautions compliance was, in a majority of instances, brought about by ami- 
cable settlement in conference, rather than through prosecution. Where settle- 
ment was not effectied, complete information was furnished to the Department of 
Justice for suit. Where the violations were willful and wanton, treble damage 
and criminal prosecution were recommended. 

During the period, 1,198 injunction suits, 404 treble-damage suits, and 106 
criminal prosecutions have been instituted. As a result of litigation, both prose- 
cuted and settled, and the settlement of cases before suit, $2,980,063.95 has been 
paid into the Treasury of the United States. Where possible, restitution of over- 
charges has been made to the consumer. 

Because of the drastic reduction in personnel and appropriations it has been 
necessary to reorganize the entire enforcement program. The result will be that 
investigations will be more limited in scope and must be confined to manufactur- 
ing and wholesale levels in those industries which most directly affect the 
defense program. 


Office of Accounting 
In its operating partnership with the Price, Legal, and Enforcement Offices of 


the Agency, the Office of Accounting has rendered technical accounting findings 
in all commodity areas where there is statutory jurisdiction. 
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Data were thus furnished for the writing of the bakery-products regulation 
(CPR 135), fixing the determination of ceiling prices over products, the annual 
consumption of which is estimated at $4,750,000,000. The extent of hardship in 
food retailing in relation to the industry-earnings standard was measured, AS a 
result, increases in certain mark-ups were authorized under amendments to the 
food retailers’ regulations (CPR 15 and CPR 16), thus extending the application 
of the fair and equitable requirement of the statute. 

In one aspect of the consumer-soft-goods segment the operations of more than 
600 companies were studied prior to the refinement of the apparel regulation 

CPR 45). The revision of the retailers’ regulation (CPR 7) was based upon 
a study of historical mark-up in the industry obtained by the Office of Accounting. 
Over 200 cases a month have been handled during the preceding 12-month period 
in connection with the various Agency adjustment standards of this regulation 
alone, 

The Office of Accounting has given wide publicity to the technical aspects in 
processing adjustment cases through preparation of informational material made 
available to various professional journals and publications. 

Ofice of Field Operations 

During the past year a large portion of the responsibility and authority for the 
actual execution of the OPS program was shifted to the field—to the regional 
and district offices, where OPS meets the public. To meet an increasing need, 
the Office of Field Operations, “the eyes and ears of the field,” evaluated the effec- 
tiveness of field-office operations and coordination of national and field programs. 
First-hand knowledge of field problems and key personnel was gained by OFO 
representatives during personal visits to field offices. 

From the field came ideas for more effective operation, which OFO dissemi- 
nated throughout the OPS. For example—one region took the snarls out of 
a troublesome problem by the formation of a compliance committee, which, by 
joint planning, brought about more effective operation. This device, proved in 
practice in one region, was recommended to others by OFO, and is now making 
compliance programs work better elsewhere. 

By keeping the Director of OPS informed of field progress and problems, and 
acting as his connecting link with the field, OFO has functioned to minimize 
the separatism inherent in organizations with large operations in the field 
handling several related but technically separate programs. 





Board of review 

Section 407 (c) of the Defense Production Act of 1950, as amended, provides 
that any protest filed in accordance with subsection (a) thereof shall, before 
denial in whole or in part, be considered by a board of review. 

The Office for Boards of Review has developed and supervised a program 
designed to insure full and impartial consideration of all cases sent to boards 
of review, including the establishment of a system for selecting members of 
boards at the national office and in field offices. Detailed guides have been 
published for the use of board members. The Office has arranged for the 
consideration of 29 cases by boards of review. 


CONCLUSION 


I feel compelled to add my sentiments in agreement with Michael V. DiSalle 
and Ellis Arnall, who have preceded me as Directors of Price Stabilization. 
Price controls represent an intrusion into the private business life of the country. 
They ean be justified only by the existence of a national emergency in which 
essential economic decisions cannot be left to the vagaries of the market. 
Whenever possible I favor lifting controls—or, when advisable, suspending 
them—and permitting prices to be determined by the competitive market. OPS 
has already, after careful study, suspended controls in about 30 commodity areas. 
In accord with the mandate of Congress, it is my intention to encourage the 
suspension of controls in areas where we may safely do so as rapidly as possible. 

One of the unmistakable needs which our Nation will face in the immediate 
future is the capacity to act rapidly in the face of international crisis, The 
post-Korean inflation, now embedded in the price structure, furnishes incon- 
trovertible confirming evidence of this. Not only should the legal authority 
exist, but also plans should be drafted, staffing problems anticipated, ard a regu- 
latory structure envisaged, so that our economic armor should be just as ready 
4s our military defense. The lack of either might prove disastrous. 
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It is my intention to direct the work of OPS so that not only will the consumer 
and the businessman be protected against the dangers of inflationary develop 
ments while we ready our defenses, but also, should our defenses be tested, the 
price front shall not be found to be the weak sector. 


APPENDIX A 
SIGNIFICANT REGULATIONS ISSUED 


1. Wholesale meats 

The following three regulations established dollar-and-cent ceiling prices and 
also prescribed uniform standards for cutting and processing : CPR-74—Ceiling 
prices of pork sold at wholesale; CPR 92—Ceiling prices of lamb, yearling, and 
mutton products sold at wholesale; CPR 101—Ceiling prices of veal sold at 
wholesale. 


B. Restaurants 

CPR 134—Ceiling prices for eating and drinking establishments.—Removed 
restaurants from the coverage of CPR 11 and placed them under this dollar-and 
cent regulation which freezes prices at the level shown on menus during the 
week of February 3-9, 1952. 
C. Milk 

GOPR, SR 63—Area milk-price adjustments.—Established a method for issuing 
area milk-price regulations adjusting ceiling prices for fluid milk and products 
in individual milk-marketing areas. Thirty-one area milk-price regulations were 
issued through August 31, 1952. 


D. Bakery products 

CPR 135—Bakery products,—Established ceiling prices for perishable and 
frozen bakery products including bread, cakes, pies, and pastries, which permit 
the bakery industry to realize a level of earnings conforming to the industry 
earnings standard. 


BE. Passenger automobiles 

CPR 83 (Revision 1)—Resellers of new passenger automobiles.—Provided 
alternate methods for automobile dealers to use in determining ceilings in con 
formity with the Herlong amendment; CPR 94—Sales of used passenger auto 
mobiles—set dollar-and-cent prices for each model, body style, line, or series of 
each make of used automobile for the years 1940-51, inclusive, 


F. Iron and steel products 

CPR 98—Resellers of iron and steel products.—Provided resellers of a wide 
range of industrial iron and steel products with their customary percentage 
margins over cost of materials during the base period May 24—June 24, 1950. 


G. Farm equipment 

CPR 100—Retail sales of new and used mechanical farm equipment.—Estab 
lished ceiling prices for new and used equipment and repair parts on the basis of 
manufacturers’ current published list prices to which have been added certain 
handling and transportation charges. 


H. New consumer durable goods 

CPR 161—Consumer durable goods regulation.—Provided simplified methods 
for establishing ceilings at the manufacturing level for certain new consumer 
durable goods on and after September 24, 1952. 
I. Construction services 

CPR 23—Construction and related services and sales of installed materials.— 
Permitted construction contractors to figure current costs of labor and materials 
in their ceiling prices to give them about the same dollar profit as they made 
before Korea. 
J. Community food pricing 

GOR 24—Community pricing—This regulation, issued January 18, 1952, 
brought together in one document the provisions common to all community pric 


ing orders which may be issued from time to time for various areas in the United 
States. 
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kh. Regulations implementing the Capehart amendment 

Section 402 (d) of the Defense Production Act, as amended in 1951, required 
that price ceilings of manufacturers and processors be adjusted to reflect all 
cost changes from Korea to July 26, 1951. Beginning November 9, 1951, a series 
of regutations was issued which put this amendment into effect. To date, over 
» 300 companies have filed approximately 8,200 applications representing in 
dividual product lines, 


L. Herlong adjustments for wholesalers and retailers 


GOR 33—Adjustments for wholesalers and retailers under section j02 (kh) 
of the act.—This regulation provided an adjustment procedure for resellers to 
obtain their customary pre-Korean margins in accordance with the 1952 require 

euts of the Herlong amendment to the Defense Production Act. 


APPENDIX B 


rHE PROPOSED OPS PROGRAM 


The new OPS program is designed to meet the exigencies of the present over-all 
situation. It reflects the intention of Congress as expressed in the recent exten 
sion of the Defense Production Act, and recognizes the limitations on time, funds, 
and authority imposed by law. It takes into account recent special price in- 
creases nade without regard to OPS standards, and it recognizes the probability 
that there will be somewhat greater upward pressure on prices in the immediate 
future, 


I. Basic assumptions 

1. Under normal conditions direct price controls have no place in the American 
way of life. They should be employed only when inflation endangers the public 
welfare and safety. 

2. The present and prospective economic situation requires that active price 
controls be continued in many areas of the economy and suspended in others, 

3. Where active controls are continued, ceiling-price increases must be limited 
to those required by law or by fairness and equity. 

4. Where active controls are continued they must be administered as effi- 
ciently as possible and with minimum administrative burden upon business 
enterprise. 
>. The danger remains acute that international or domestic developments 
might create a new inflationary crisis, and it is necessary that plans be available 
to meet it promptly and efficiently. 

Il. General policies and objectives 

1. The Ageney will go forward with a positive program of control in the areas 
in which such control is permitted by law and will serve a useful purpose. 

2. Where controls are not presently serving a useful function, they will be 
suspended or removed in an orderly fashion. 

3. Recent steel, copper, and aluminum increases will be passed through the 
economy without absorption or pyramiding except where required by law. Out- 
hound freight-cost increases will also be passed on by sellers on a delivered-price 
basis. The extent of any pass-through of other cost increases will be judged in 
terms of present OPS pricing standards. 

+. The heavy administrative burden of applying present pricing standards in 
the face of recent and prospective wage and other cost increases will be met 
by the use of interim adjustments estimated on the basis of data already avail- 
able or quickly obtainable. 6 

». Because stabilization of food prices is so crucial to the stabilization of the 
economy, a special effort will be made to improve the structure of food-price 
controls, This includes the extension of community pricing and the improvement 
of existing controls on meat. 

6. All regulations will be reviewed in order to develop the most simple, definite, 
and clear ceiling regulations that are possible. Where it can be done, burden 
some paper work will be eliminated. Maximum use will be made of small 
seller exemptions in fields where pressures are not great, and where controlling 
the larger firms will suffice. But where rigorous controls, which of necessity 
iniy be burdensome, are truly needed, there will be no hesitancy to use them 

7. Only those controls will be employed which take proper account of compli- 
ance and enforceability. 


27546—53 & 
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8. Necessary price adjustments, both industry-wide and individual, will be 
administered as promptly, as efficiently, and as accurately (i. e., in complete 
accordance with standards) as is humanly possible. 

9. Reductions in established ceiling prices will be made where appropriate 
and clearly justifiable. 

10. The agency will deliberately concentrate its limited resources in areas 
where they can do the most good, continuously reviewing the allocation of its 
forces, and boldly and promptly reallocating as needs change. 

11. The agency will maintain the most careful watch on economic condition: 
both generally and in major areas, and be prepared to move swiftly should 
economic conditions require. It will develop forward planning for all kinds 
of contingencies, including suggested legislation for meeting an emergenc) 
situation. 

2. A special effort will be made to keep consumers informed on OPS policies 


~. 


and activities and to profit by the advice of consumer groups. 


III, Development and execution of the program 

1. Each principal OPS component, and each commodity division in the Office 
of Price Operations, shall immediately review its activities in the light of this 
over-all statement and propose a specific program covering the areas of its 
responsibility. 

2. These proposals will be reviewed and coordinated by the Director and his 
staff. 

3. Effective organizational and procedural measures will be adopted to insure 
that the program is carried out promptly and efficiently. 

4. A group will be appointed with definite responsibility to formulate as 
quickly as possible the basic legislation, regulatory scheme, and organizational! 
and procedural measures necessary to meet any new inflationary crisis. 


APPENDIx C 
OPS AIDS TO SMALL BUSINESS 


The following actions, in whole or in part, make it easier for the small-business 
man to function under price control. 

General manufacturers under the more simplified GCPR.—Amendment 19 to 
GCPR exempts from price controls small manufacturers with no employees and 
sales of not more than $1,000 per month. 

CPR 30 contains an option for small manufacturers with less than $250,000 
sales per year of goods of their own manufacture to price under CPR 30 or 
GCPR. 

SR 5 to CPR 30 is simplified method of complying with Capehart amendment 
for manufacturers with less than $1 million annual sales and whose sales have 
not increased more than 15 percent between the first half of 1950 and the first 
half of 1951. 

SR 18 to CPR 22 is the small Capehart amendment and is a counterpart to 
CPR 30, SR 5. i 

Retail farm machinery.—CPR 100 was set up because farm machinery retailers 
were small business with inadequate records, etc. This is a tailored regulation 
and relieved them of complying with the more complicated CPR 67. 

Services construction Shop.—Amendment 1 to CPR 93 exempts the one-man 
services construction shop from price control. 

Paint manufacturer.—SR 6 to CPR 22 applies to manufacturers of paint, var- 
nish, and lacquer and provides formula for arriving at ceiling prices or a flat 
increase of 15 percent. This was added to help ang small manufacturer who his 
meager records and is unable to comply with the formula. 

Platinum small operators.—CPR 136 provides for uniform ceilings on platinum 
and is an aid to refiners and producers of platinum products. 

Lead batteries—Amendment 1 to CPR 53 provides for less complicated alter- 
native method for establishing ceiling prices on scrap lead batteries. This facili- 
tates computation of ceiling prices and aids small-business men. 

Oastings—CPR 60 exempts from price control producers of die castings, gray 
iron castings, high alloy steel castings, malleable iron casting, manganese stee! 
eastings, railroad specialty castings, nonferrous castings, and carbon and low 
alloy steel castings with a volume below $100,000 per calendar year. 

Amendment 6 to CPR 60 provides for a 4-percent increase in lieu of a Cape- 
hart adjustment. There is only one big die caster and he received an adjustment 
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inder Capehart. Amendment 6 gives small die casters the same adjustment. 

Rebuilders and resellers of auto parts.—CPR 139 provides in line pricing with 
manufacturers for small rebuilders and resellers of automotive parts. 

New autos.—CPR 83 establishes a uniform system of pricing new passenger 
automobiles at the retail and wholesale level. 

Used autos.—CPR 94 establishes ceiling prices in dollars and cents for sale 
of each model, body style, line, or series of each make of used automobiles for 
the years 1940-51, inclusive. 

New businesses service trades —Amendment 38 to CPR 34 sets up procedures 
whereby new businesses (those coming into operation since 1949) upon assurance 
of hardship or a situation whereby their business will be impaired can apply 
for relief and obtain it. 

{uto services.—Flat rate manuals have been issued for auto service people 
which collaborates their policy in simplifying their activities related to compli- 
ance and income situations whereby they have a manual that shows the amount 
of time on certain jobs and they can follow the manual and be in compliance 
instead of having to compute each individual job. 

Noneost of living item exemptions.—GOR 14 exempts from control approxi- 
mately 100 services which were supplied by small-business men and which in 
general the services did not enter into the cost of living to a great extent and 
which the burden of compliance and administration was greater than the value 
of maintaining price control. 

Flat pricing—area pricing.—Area orders have been issued under circumstances 
where it appeared that certain types of services in certain areas could be ad- 
justed uniformly through a percentage price increase or flat price but to date 
adjustments have been through percentage price increases in area pricing orders 
in areas where it seemed advisable to handle it in that way where one pricing 
problem could be handled simply and it becomes easier for small-business men 
to comply. 

General manufacturers.—CPR 22 contains option to all manufacturers under 
$250,000 to remain under GCPR. 

Amendment 3 to CPR 22 eliminates reporting of any new commodity, sales of 
which are not expected to exceed $10,000. 

SR 18 to CPR 22 gives the small manufacturer, under $1,000,000 volume, simpli- 
fied method for calculating Capehart adjustments. 

Amendments 3 and 4 to GOR 5 exempts certain consumer durables such as 
Christmas tree decorations, bird cage, advertising novelties, and bowling pins, 
etc., mostly handled by very small operators. 

Amendment 19 to GCPR exempts sales and delivery of commodities made or 
produced in own home without assistance of hired employees and the average 
total of such sales does not exceed $1,000 per month. 

Custom molders.—SR 14 to CPR 22 applies to large and small custom molders 
and limits reporting to the filing of price-determining formulas plus the ceiling 
price on the three best selling items. 

Small business ceiling price adjustments—general manufacturers.—GOR 20 
provides method devised to meet the needs of small-business concerns that wish 
to apply for adjustments in their current ceiling prices under section 402 (d) (4) 
of the Defense Production Act of 1950, as amended. 

Fluid milk area pricing.—SR 63 to GCPR provides for the establishment of area 
ceiling prices (which involves the making of adjustments or setting specific 
prices separately for each marketing area which may be a city, State, OPS 
district or geographical region) on fluid milk in individual marketing areas. 

Support prices—small business —GOR 26 provides an alternative method for 
determining the ceiling price of any commodity for which a support price or 
purchase price under a support program is established by the CCC. 

{pparel manufacturers.—CPR 45 sets price ceilings for apparel manufacturers 
and provides that even though the regulation becomes mandatory, those mann- 
facturers whose gross sales are less than $50,000 per year may elect not to use 
CPR 45 and may use instead the less complex GCPR. 

Home seller—The GCPR exempts sales of commodities made by a seller at 
his home without the assistance of hired employees if the total of such sales 
does not exceed $1,000 per year. 

Small general retail ecemption.—CPR 7 was amended to permit retailers doing 
from $20,000 to $100,000 business annually, depending upon the commodities 
dealt in, to elect to remain under GCPR. This action made it possible for small 
retailers to avoid the work connected with the preparation of pricing charts. 
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Charcoal producers.—SR 101 to GCPR allows charcoal producers (mostly 
small producers) an increase of 10 percent over their May 1952 ceiling prices du. 
to increased costs. This was in conformity with the agency’s industry earnings 
and products standards, 

Crude botanical drugs.—Crude botanical drugs which have little effect on the 
cost of living are exempt from price control which facilitates the task of smal 
business in assembling adequate supplies of these botanicals in the United 
States, 

Molded, extruded, and cut goods.—SK 10 to CPR 22 permits 600 small manu 
facturers of molded, extruded, and cut goods, 95 percent of whom are small com 
panies, to choose between GCPR and CPR 22 in pricing their products, excepti 
the very large volume items which amounted to $10,000 of sales in the second 
quarter of 1951. This relieves small manufacturers from the burden of re 
porting and calculations and enables them to keep under close control the large 
volume of commodities usually limited to the larger manufacturer. 

Manufactured rubber products.—SR 8 to CPR 22 makes pricing easy for smal 
manufacturers, since it relieves them on 127 different lines of rubber products 
from the burden of calculation and filing of Form &’s. It spelled out factors 
which they multiplied by their base period prices to arrive at their new ceiling 
prices. 

Basic tire carcasses.—SR 49 to GCPR established ceiling prices for basic tire 
carcasses. It applies to thousands of small-business concerns engaged in re 
treading and recapping tires. It protects their purchase price for old tires knowr 
as basic tire carcasses at dollar-and-cents ceilings. 

Certain converted paperboard products —CPR 84 provides a method for 
determining ceiling prices for certain converted paperboard products based on 
either an established price list or a pricing formula which follows customary 
practices used in the industry to arrive at selling prices. 

Pulpwood.—CPR 88 fixes dollars-and-cents ceilings on pulpwood produced i: 
New England and northern New York. 

CPR 48 fixes dollars-and-cents ceilings on contract logging operations 
New England and parts of New York. 

CPR 102 establishes dollars-and-cents ceiling prices on rough and_ peeled 
pulpwood cut from the stump in the State of Pennsylvania and certain cour 
ties of New York, Maryland, Virginia, and West Virginia. 

CPR 107 establishes dollars-and-cents ceilings for pulpwood and excelsior bolts 
produced in Michigan, Minnesota, and Wisconsin. 

Printing products and printing services —CPR 121 provides a method under 
which ceiling prices are established for certain printed paper, paperboard prod 
ucts, cellophane, paper-back foil, flexible film packaging material and related 
printing services, 

Southern yellow pine—CPR 149 establishes dollars-and-cents ceiling prices 
for manufacturers sales of southern yellow pine lumber which are affected 
directly by manufacturers or through commission men. 

Pacific coast fir and hemlock lumber.—SR 102 to GCPR establishes new 
ceiling prices for preservatively treated Pacific coast fir and hemlock lumber 
That applies to all lumber under CPR 128 when preservatively treated ir 
respective of where the treatment is performed. 

Wooden mine materials.—SR 103 to GCPR establishes new ceiling prices for 
all sales and purchases of wooden mine materials produced in the western are: 
when sold for delivery and use in mines within that area. 





WAGE STABILIZATION BOARD 


WAGE STABILIZATION BOARD, 
Washington 25, D. C., September 15, 1952. 
Mr. RoGer L, PUTNAM, 
Administrator, Economic Stabilization Agency, 
811 Vermont Avenue, Washington 25, D. C. 

Dear Mr. Putnam: I am forwarding herewith the report requested by the 
chairman of the Joint Committee on Defense Production in a letter dated August 
22, 1952. I understand that you will forward the report to Senator Burnet 
R. Maybank, chairmen of the joint committee. 

Sincerely, 


ARCHIBALD Cox, Chairman. 
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: Wace STABILIZATION BoarD, ANNUAL REPORT TO JOINT COMMITTEE ON DEFENSE 
‘ PRODUCTION, 1952 
i 1. THE BOARD'S PROGRAM 
+3 The program of the Wage Stabilization Board aims to achieve the purposes set 
a orth in title IV of the Defense Production Act. Tithe IV directs that the wage- 
1 abilization program be administered in a manner cale ulated to prevent inflation, 
> preserve collective bargaining, maintain industrial peace, and attain maximum 
4 defense production, The Board has sought to develop wage-stabilization policies 
4 at will further these purposes. 
; 2. SOURCE OF AUTHORITY OF THE WAGE STABILIZATION BOARD 
: rhe present Wage Stabilization Board was created as a constituent agency 
the Economic Stabilization Agency by section 4083 (b) of the Defense Pro- 
duction Act, which section was added by section 112 of the Defense Production 
\mendments of 1952 (Public Law 429, 82d Cong.). The statute provides that 
the Board shall formulate and recommend to the Economic Stabilization Ad- 
nistrater general nolicies and regulations relating to the stabilization of 
ages, Salaries, and other compensation, and, on the request of any person sub- 
stantially affected thereby or of any Federal departinent or agency concerned, 
advise on the interpretation, or the application to particular circumstances, of 
policies and regulations promulgated by the Administrator. In addition to these 
functions, pursuant to ESA General Order No. 16 (17 F. R. 6925), issued under 
the authority of the act and Executive Order 10161 (15 F. R. 6105), as amended, 
Executive Order 10182 (15 F. R. 8015), Executive Order 10205 (16 F. R. 419), 
and Executive Order 10877 (17 F. R. 6GS91), the Board has “authority to perform 
such functions * * * as are necessary to implement and effectuate the gen- 
eral policies, general regulations, and all other orders and directives promulgated 
or issued by the Economic Stabilization Administrator” relating to wage 
stabilization. 

The prior Board, which terminated on July 29, 1952, had been established by 
kixecutive Orders 10161 and 10233. These orders were issued by the President 
pursuant to the authority granted to him by sections 402, 408, 703, and other 
sections of the Defense Production Act. 

3. FACTUAL SUMMARY OF MAJOR BOARD POLICIES AND ACTIONS 

The policies of the Board have been affected by the 1952 amendments to the 
Defense Production Act. These amendments take away the Board’s authority to 
accept jurisdiction in dispute cases. In addition, the amendments exempt from 
wage stabilization (a) all employees receiving wage rates of $1 per hour or less; 

» (b) professional engineers, architects, and accountants; (¢) employers of eight 
} or less, subject to Presidential exclusion of particular categories; (d) bowling 
» alleys; and (e) agricultural labor. 

i Pursuant to the 1952 amendments to the Defense Production Act, the Economic 
i Stabilization Administrator has issued orders adopting the regulations promul- 
= gated by the previous Board except as precluded by the statutory amendments. 


The policies embodied in the regulations reported to your committee last year 
continue to constitute the basic framework of the wage-stabilization program. 
These include regulation 6 which permits a 10 percent increase over wage rates 
existing in January 1950, regulation 8 which permits increases to meet the rise 
in the cost of living since January 1951, and regulations 10 and 17 which permit 
nereases to preserve established wage relationships and to eliminate interplant 
inequities, 

Four new basic regulations, GWR 18-21, embody policies that have been 
developed since the last report to your committee. In addition there have been 
certain amendments to the old regulations. 

Intraplant inequities (General Wage Regulation 18) —Recognizing the im- 
portance of proper internal job-rate relationships to maintenance of industrial 
larmony at the plant level, the Board unanimously adopted an intraplant in- 
equities regulation (GWR 18). This regulation sets forth the criteria by which 
comprehensive job-rate reviews and individual rate adjustments are to be judged 
To insure that such adjustments involve bona fide intraplant inequities, and are 
not disguised general wage rate increases, the Board requires preapproval of 
all petitions based on such alleged inequities. 
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Health, welfare, and pension plans (General Wage Regulations 19 and 21). 
The growing importance of health, welfare, and pension plans in collective bar 
gaining in recent years called for close study of the relationship of such pla: 
to the stabilization program. Following a directive from the Economic Stabilj 
zation Administrator and reports by a committee of outside experts establish 
by the Board, the Board decided to issue separate regulations for health an 
welfare plans and for pensions. On December 23, 1951, the Board issued Gener 
Wage Regulation 19, setting forth its policy on health and welfare plans am 
outlining the procedure under which such benefits could be effected. This poli: 
represented a balancing of the Board’s desire to permit as much self-administra- 
tion as possible against its lack of experience with such plans under a stabiliz: 
ation program. Plans which came within prescribed definitions, but which di 
not contain benefits listed in a set of “review criteria,” merely had to be reported 
to the Board, and could be put into effect if no communication was received from 
the Board within 30 days. Other plans had to be treated as petitions and re- 
quired specific approval. The regylation also provided for the establishment of 
a tripartite Health and Welfare Committee to act on health and welfare petitions, 
and to report on experience in this field under stabilization. 

The Health and Welfare Committee subsequently reported unanimously to 
the Board on the need for revision of the Board’s health and welfare policy 
in view of that committee’s experience. It was found that in view of the neces- 
sarily varied character of such plans, the detailed requirements originally set 
forth had the effect of unduly limiting parties in selecting health and welfare 
plans best suited to their needs. As a result of this report the Board amended 
the regulations. The amended regulation sets up a number of basic require- 
ments which health and welfare plans must meet to qualify for approval. Other 
wise, it permits a wide area within which employers, or employers and unions 
may determine for themselves the provisions of new or amended plans. The 
regulation provides that the Board will disapprove any plan which it deems 
to be unstabilizing. To insure a check on the character of new plans or changes 
in established plans, the regulation requires the filing of a report. The parties 
are permitted to place the arrangement into effect within 30 days of Board ac 
knowledgment of receipt of the report if no further word is received. The 
tripartite committee is continued to act in cases which appear to be unstabilizing 
and to review the regulation in the light of continuing experience. 

In its development of a pension policy, the Board was guided by three mai 
consideration. First, since pensions, unlike most other forms of compensation 
constitute deferred income to most employees, they do not contribute as tia 
terially to increased consumer purchasing power and are not as likely to stimu 
late new inflationary pressures. Second, the Board was convinced that once 
employers and unions were sufficiently educated as to the risk of hastily impro- 
vised pension plans the Board could rely on a large measure of self-control t 
supplement the safeguards found in the minimum requirements of the reguls 
tion itself. Third, in the field of pensions the Board believed that the parties 
should have maximum freedom in formulating the kind of pension plan best 
suited to their particular problems and conditions. The establishment of de 
tailed criteria for self-administration would tend to cast negotiations into par 
ticular molds and to restrict parties in their choice of the best plan to meet 
their own needs, 

The area of pensions was covered in a regulation (GWR 21) issued on Febru- 
ary 22,1952. While the regulation provided for the widest possible area of self 
control and self-administration consistent with basic stabilization principles, the 
Board established safeguards to insure against subterfuges for disbursing imme- 
diate income to employees. The Board's procedure in this area, similar to the 
one subsequently adopted for health and welfare plans, provides for the filing 
of a report to the National Board. If, after 30 days, the parties do not receive 
any word to the contrary, they may put the plan into operation without any 
further delay. 

Commission earnings (General Wage Regulation 20).—A complicated technica! 
problem which early confronted the Board related to the application of the 10 
percent formula and the cost-of-living policy to the complex and diverse methods 
of commission payment. The complexity of this problem had resulted in case 
by-case treatment by the National War Labor Board and its constituent regional 
boards. The Wage Stabilization Board made a special study of the problem in 
order, first, to permit as much self-administration as possible in the case of 
commission payments under these policies, and, second, to insure as much wuni- 
formity in treatment as possible. ‘The regulation sets forth the arrangement 
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under which self-administration is possible, while indicating the types of adjust- 
ments for which petitions must be filed. 

Changes in regulations previously issued.—The cost-of-living regulation (GWR 
&) was originally approved only through March 1, 1952. The Economic Stabili- 
vation Administrator in approving that regulation specified that the regulation 
he reviewed prior to its expiration date. In the light of review conducted by the 
Hoard, the Board unanimously voted for an indefinite extension of regulation 8 
lhe extension was approved by the present Economie Stabilization Administrator. 

The fringe regulation (GWR 13) originally covered only a few selected items 
and “such other fringe benefits as the Board may from time to time determine.” 
rhe scope of the regulation has been enlarged to include all fringe benefits except 
health and welfare, sick leave, pension, and profit-sharing plans. 

A number of exemption actions were taken during the last year. GWR 16, 
exempting Puerto Rico and the Virgin Islands, was supplemented by GWR 16A, 
which exempts the Panama Canal Zone from wage controls. The Panama Canal 
Zone had been exempted from price control early in 1951. In a recent action the 
Board also exempted the Pribilof Islands from wage controls. 

Other actions.—In conformity with the aims of the defense effort for the full 
utilization of manpower and the attainment of maximum production, as well as 
the maintenance of sound working relationships, the Board unanimously passed 
i resolution permitting, but not requiring, wage adjustments to equalize pay for 
equal work regardless of sex, race, color, or national origin. This was also the 
policy of War Labor Board of World War II. (Res. 69.) (See appendix A-2.) 

The Board has adopted an interim policy on petitions involving proposals to 
reduce the basic workweek with a resultant increase in hourly rates. Several 
guides have been adopted by the Board for use in ruling on such petitions. (See 
appendix A-3.) 

Office of Independent Unions.—The Office of Independent Unions has continued 

aid unaffiliated labor organizations with problems before the Board, answer 
their inquiries, and insure that they receive equal treatment in the processing 
of cases. An average of about 100 cases a week involve independent unions. 

Tne services which the Office provides to unaffiliated labor organizations in- 
clude checking on the progress of pending petitions, guidance in the preparation 
of wage petitions, and explanation of Board policies. 

The Office has demonstrated to independent unions the Board’s concern, ex- 
pressed in Resolution 28, that all groups, regardless of union affiliation, shall 
receive equal and fair treatment. The activities of the Office have facilitated 
acceptance of the wage-stabilization program by such labor organizations. 

As a byproduct of its operations, the Office has compiled a list of independent 
unions, including identifying data, which has been of considerable use to analysts 
and other personnel of the Board. 

Hlimination of the disputes function.—The Presidential Board was authorized 
to deal with disputes under Executive Order 10233, which reconstituted the Board 
in May 1951. Under the 1952 amendments to the Defense Production Act, the 
present statutory Board has no authority to make general recommendations in 
dispute situations. 

The prior Board had authority to deal only with disputes which threatened 
to affect the defense effort substantially. Disputes could come to the Board 
through two channels. First, the President might refer a dispute to the Board. 
In such cases the Board had authority to recommend a settlement, but the 
parties were free to reject the recommendations, to continue to bargain, and to 
use economic sanctions. Secondly, the parties could jointly request Board action 
on the dispute. It was the Board’s policy generally to accept such cases only 
if the dispute was submitted for final and binding determination. In exercising 
its function in disputes the Board was not assisted by a no-strike, no-lock-out 
pledge, by the patriotic stimulus of an all-out war effort, or by subpena powers. 

The Board received only 12 cases through Presidential referral and 28 dis- 
putes by voluntary joint submission. Of the latter, 6 were voluntarily with- 
drawn and 12 rejected by the Board because there was no evidence of a serious 
threat to defense production or for other reasons. 

With one exception, every case accepted by the Board was accompanied by 
the continuance of production during the Board’s consideration of the case. In 
some cases this meant the resumption of operations previously suspended. Except 
in the steel dispute and part of the brass dispute, the Board’s recommendations 
or decision led to a final settlement of every dispute without any work stoppage. 
(See letter of Chairman Nathan P. Feinsinger to President Truman, July 29, 
1952, in appendix A-4.) 
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The administration of the program 
The President recommended a budget of $15,930,000 for the Wage Stabilization 
Board for fiscal year 1953, which would have permitted the Board to operate at 
about the level of expenditures at which it operated at the end of the fiscal yea: 
1952. The budget finally allocated to the Board for the fiscal year 1958 is 9.6 
million dollars. Many significant economies have been initiated pursuant to this 
reduction. Substantial reductions in force in the national and regional offices 
are under way. Very large reductions have been made in the funds allocated b) 
the Board to the Bureau of Labor Statistics and the Wage and Hour Division of 
the Department of Labor for the statistical, informational, and administrative 
services which those agencies have been providing. The joint WSB-BLS wage 
survey program has been virtually liquidated, as has the public-contact functior 
previously performed by the Wage and Hour Division. Some 50 points of 
contact with the wage-stabilization program, previously available to the public, 
are being closed as of October 1. Twenty-seven points of contact, in addition to 
the 14 regional offices, will remain open. The Board’s case load continues to be 
heavy, and no reduction in the number of future petitions is presently indicated 

The Board believes that decentralization promotes greater participation of local 
people in decisions affecting their areas, expedites case processing, insures 
ready avenues for obtaining information on a local level, and brings into the wage 
stabilization effort the judgment and services of men and women who are familiar 
with local needs and local problems. Accordingly, the 14 tripartite regional 
boards established last vear are being retained. They are located in Boston, 
New York, Philadelphia, Richmond, Atlanta, Cleveland, Detroit, Chicago, Kansis 
City, Minneapolis, Dallas, Denver, San Francisco, and Seattle. Originally estab 
lished on a 12-man basis, the recent budget reduction made it necessary to reduce 
them to 6-man boards. Members of regional boards are appointed by the 
national Board following full consultation with local groups and officials. There 
is a right of appeal from the regional boards to the national Board. 

The Board and its staff have directed their efforts toward expeditious process- 
ing of petitions filed with the Board. These efforts have resulted in a sub- 
stantial reduction of the backlog of cases confronting the Board early this year 
This backlog was largely the result of the accumulation of Cases during the 
period in which the Board was formulating its policies. From a high point of 
approximately 17,000 cases pending in late January 1952, the backlog was 
reduced to 11,700 petitions by the end of August. In the interval, the Board 
has acted on approximately 57,000 petitions. 

The promulgation of new regulations, the issuance of instructions and guides 
to the regional boards, the increased delegations of authority to regional boards 
and the national office staff, and the constant effort to maintain a high level of 
case processing have all contributed to this record. The record is enhanced by 
the fact that during the period between late January and the end of August the 
rate at which petitions were submitted increased by 20 percent. 

In all, the Board received 95,000 petitions between the end of June 1951 and 
the end of August 1952. Approximately 84,000 petitions were disposed of during 
this period. Of these, about 838 percent of the cases were approved, 6.5 denied, 
and 10.5 modified. 


Enforcement 

The Economic Stabilization Administrator’s General Order No. 18 established 
a National Enforcement Commission within the Economic Stabilization Agency 
This Commission supersedes the National Enforcement Commission established 
by the previous Wage Stabilization Board. It has also been assigned jurisdi: 
tion to nake determinations in enforcement proceedings involving persons subject 
to the jurisdiction of the Salary Stabilization Board and the Office of Salary 
Stabilization, and the Railroad and Airline Wage Board. 

The main sanction available to the Commission is tax disallowance. How- 
ever, in more serious cases of violation, the Commission does have other stringent 
sanctions: Disallowances of wages in determining costs and expenses under a 
Government contract, and disallowance of wages in establishing maximum 
prices pursuant to the act. No case considered by the National Enforcement 
Commission thus far has resulted in the use of any penalty other than tax 
disallowance. 

The enforcement procedure is as follows: A preliminary investigation is 
conducted by an investigator of the Wage and Hour Division. If the pre 
liminary investigation discloses a probable violation of wWage-stabilization 
regulations, a full investigation is made and a report submitted to the appro- 
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priate regional counsel for enforcement action, if warranted. If the violation 
is not of a serious nature the regional counsel may close cases with an ad- 
monitory letter to the violator. If the violation is serious enough to warrant the 
imposition of a tax disallowance, one of the two following courses may be pur- 
sued: 

1. Generally, the regional counsel will seek to effect a “settlement” with the 
violator by entering into a stipulation for the issuance of a certificate of dis- 
allowance by the National Enforcement Commission. If approved by the Na- 
tional Enforcement Commission, that body certifies to the Bureau of Internal 
Revenue that the amount agreed upon as a disallowance in the stipulation 
should be disallowed. 

2. If a “settlement” cannot be arrived at, the regional counsel may issue a 
complaint against the employer setting forth the alleged violation and request 
ing that an appropriate sanction be imposed. The employer may file an an- 
swer to the complaint. An Enforcement Commissioner delegated by the National 
Enforcement Commission then holds a hearing on the issues and makes his 
findings and determination. An appeal may be taken to the National Enforece- 
ment Commission by either the employer or the regional counsel, who may sub 
mit briefs to and argue before the Commission. 

Appeals are decided by the Commission upon the entire record in the case. 
If the decision of the Enforcement Commission that a certificate of disallowance 
be issued is affirmed on appeal, then the certificate of disallowance would issue 
in the manner described above, 

Through July 1952, approximately 27,000 random preliminary investigations, 
involving about 1,500,000 employees, were undertaken. In those cases where 
questionable data were discovered, more detailed eXaminations were made 
In all, about 5,900 full investigations were set in motion. The Board is plan- 
ning to conduct approximately 16,000 preliminary investigations through April 
1953. The tax-disallowance sanction has been invoked in almost 200 cases. The 
Commission has ordered tax disallowances of approximately $400,000. 
Interagency cooperation 

rhe cooperative arrangements between the Board and the Department of 
Labor's Wage and Hour Division and the Bureau of Labor Statistics, respectively, 
have contributed substantially to the effectuation of the wage-stabilization pro 
cram. Under an agreement signed in February 1951 between the Chairman of 
the Wage Stabilization Board and the Administrator of the Wage and Hour 
Division, the Wage and Hour Division undertook to perform certain functions 
for the Board. The primary function of the Wage and Hour Division was to 
bring the Board’s program more directly to the attention of the public. This 
was accomplished largely through the Division's extensive field organization 
The Wage and Hour field office was in fact designated as the first point of con 
tact for the public on all phases of the wage-stabilization program. The wage 
stabilization activities of the Wage and Hour Division fell into two broad pro- 
grams: (1) information, rulings, reports, and petitions, and (2) investigation. 
The Division initiated informational and educational programs designed to 
inform the public generally, and individual employers and employees specifically, 
with regard to the wage-stabilization program. Rulings were issued which could 
be relied on by the parties unless subsequently revised or amended by the 
Board's regional counsel. Wage petitions were received in the Wage and Hour 
office, where they were examined for accuracy and completeness before being 
routed to the Board. Under the second program the Division acted as the Board's 
agent in making fact-finding investigations as part of the enforcement program. 
The Executive Director of the Wage Stabilization Board is responsible for ad 
ministering the Wage and Hour Division’s assigned functions. 

The services rendered the Board by the Wage and Hour Division were ex- 
tremely valuable during the past year and aided in the expeditious handling 
of wage petitions, and in reducing the previous backlog. The role played by 
the Division has now been sharply curtailed under the new budget, but it is 
oped that the excellent work performed last year has established a firm basis 
tor public understanding and compliance with the Board's program. 

The Bureau of Labor Statistics of the Department of Labor also performed 
certain services for the Board. In September 1951, the Bureau and the Board 
reached agreement on the precise nature of the work to be undertaken by the 
Bureau for wage-stabilization purposes. Under this program, the BLS under- 
took a number of varied studies for the Board. Community wage surveys were 
compiled in 40 major labor-market areas. Nation-wide industry surveys were 
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undertaken for seven major industries. Over 500 special studies of varying 
complexity were completed for the national and regional boards. In each of 
the five BLS regional offices, special files of current collective-bargaining agree- 
ments were established and kept up to date. Other technical materials from 
BLS files were also made available to Board personnel. The Bureau was able 
to provide technical staff personnel for liaison purposes between BLS and the 
national and regional boards, Approximately 13,000 inquiries for the wage-rate 
and related information were received by the BLS from the regional boards 
alone. 






4. THE PROGRAM'S EFFECTIVENESS 


There are several indications that the Board has been successful. The monthly 
rate of increase in adjusted average hourly earnings of production workers in 
manufacturing has been slowed from 0.9 percent during the post-Korean, pre- 
stabilization period to 0.4 percent since the price-wage freeze. The 0.4 percent 
current average monthly rate of increase is lower than the 0.6 percent rate 
during the comparable World War II period. (See chart in appendix II C-%.) 

The internal record of the Board’s activities indicates the effective operatio: 
of the tripartite system. Unanimous action characterized 16 of the 21 regula- 
tions adopted by the Board. There was an industry dissent and a partial labor 
dissent on one regulation; industry dissented on one other regulation, while 
labor dissented on three others. Over 90 percent of the Board’s decisions have 
been unanimous. 

Despite the Board’s action in modifying or denying almost 20 percent of the 
petitions, only one protest strike has occurred. With respect to 1951, the first 
year of stabilization, the Bureau of Labor Statistics reported: “No long Nation- 
wide or industry-wide strikes occurred during 1951; and, in general, stoppages 
in 1951 were somewhat shorter than in earlier postwar years. Consequently, 
total idleness caused by such stoppages dropped to 22,900,000 man-days, the 
lowest point since 1944. Average strike duration during the year was 17.4 days 
compared with 21.8 and 25.6 during the years 1946-49 and 19.2 days in 1950” 
(Bulletin No. 1090, p. 1). 


5. THE CONTINUING NEED FOR THE PROGRAM 


In the beginning of 1952 prices seemed to be leveling off, and had even 
dropped in some cases. In the past few months, however, the picture has changed. 
It is too early to suggest whether recent developments presage a sharp or even 
a mild inflationary development, but continued precautions are necessary to 
insure economic stability. In the last few months the Consumers’ Price Index 
has reached record and new record highs, and the outlook is for a continued rise. 

sargaining on wages is currently under way in a number of major industries, 

and substantial wage increases are being granted in some cases. The high level 
of defense expenditures, with their inflationary potential, is expected to increase 
in 1953. At least as long as these pressures continue, a wage-stabilization pro- 
gram is needed. At the same time, the Board should continue to search for 
methods of simplifying wage controls and to determine the areas in which wage 
controls may be removed. 


6. SMALL BUSINESS UNDER STAPILIZATION 


The Board’s regulations are applicable to all nonexempted business enter- 
prises, regardless of size. However, there are particular aspects of the regula- 
tions that take into account the special characteristics and problems of small- 
business enterprises. The Board’s interplant inequity policy is designed to 
provide the opportunity for small-business enterprises to narrow prestabilization 
wage-rate differentials, within specified limits, to permit them to make a maxi- 
mum contribution to the defense production effort. Another regulation (GWR 5) 
permits continuance of the practice of granting merit and length-of-service 
increases and takes into account the informal character of such arrangements 
in small firms. 

Section 402 (e) (ix) of the 1952 Amendments to the Defense Production Act 
exempts employers of eight or less from wage-stabilization controls, subject to 
Presidential exclusion of particular categories. ESA General Order No. 17, issued 
by the Economic Stabilization Administrator, excludes nine categories of small 
businesses from this exemption. 

The Board has kept a check on the processing of cases involving small con- 
cerns. This check indicates that small business has received equal treatment 
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the processing of cases through the first-in, first-out policy of case processing 
lowed by the Board. 


ACTIONS TAKEN AS A RESULT OF RECOMMENDATIONS OF TITLE JOINT COMMITTEE 
ON DEFENSE PRODUCTION 


Last year, the committee requested the Board to study the relationship of the 
netions of the Wage Stabilization Board to the fixing of rates by the Secretary 
of Labor under the Davis-Bacon Act and impressed upon the Board the necessity 
for prompt action in this field. The Board at that time informed the committee 
hat it was considering the creation of a Board similar to the Wage Adjustment 
Board in World War IL. (See p. 11, S. Rept. 1040, 82d Cong., Ist sess., First 
\nnual Report of the Activities of the Joint Committee on Defense Production. ) 
On May 31, 1951, the Board established a tripartite Construction Industry 
Stabilization Commission to administer the wage-stabilization functions in the 
building and construction industry. In performing these functions, the Commis- 
conforms to the regulations, policies, orders, and decisions of the Board. 
the Commission stabilizes rates of “wages, salaries, and other compensation” 
; the building and construction industry, on the basis of area rates so far as 
practicable, 

In accordance with the request of the joint committee, rates established under 
the wage-stabilization program and those established by Davis-Bacon deter- 
minations are coordinated and integrated. Stabilized wage levels are hased, to 
the fullest practicable extent, on the information available in the Wage Deter- 

nation Branch of the United States Department of Labor. Decisions of the 
Commission are automatically transmitted to the Department of Labor for their 
guidance and information. Thus, the objective of the joint committee has been 
achieved in practical fashion through day-to-day integration. 


8. MAJOR POLICY QUESTIONS FACING THE BOARD 


The matter of So-called productivity or annual improvement wage increases 
is before a subcommittee of the Board for further analysis and discussion. 

The 1952 amendments to the Defense Production Act permit wage incresses for 
employees whose hourly rates are less than a dollar. The Board is now consid- 
ering the questions whether and in what manner the exemption applies to 
employees who are not paid on an hourly basis, whether increases made pursuant 
to the exemption should be charged against increases permitted by regulations 
6 and 8, and the extent to which increases should be granted other employees 
when the lowest paid employee of a plant are raised to $1 an hour to preserve 
a balanced wage structure. 

It is difficult to maintain a workable wage-stabilization program in face of 
limited budget and the uncertain future of controls. It is becoming increasingly 
difficult to retain experienced personnel and to recruit competent new personnel. 

The proper relationship between price and wage control is always a difficult 
one to maintain. While problems of price and wage control have something in 
common, the differences are extremely significant. The rules and administrative 
apparatus of price control are on an industry basis, and it is possible to remove 
controls when prices are below ceiling and promptly reinstate them when prices 
again rise. Wage decontrol on an industry or any other basis is a much more 
difficult problem. Piecemeal wage decontrol cannot simply follow the exact 
pattern of price suspensions, despite the fact that any general decontrol of prices 
makes it increasingly difficult to get acceptance of wage control. 

It may be feasible to decontrol certain types of compensation, notably some of 
the fringe benefits, and the Board expects to direct its attention to this area in 
the near future. It may be possible to make greater use of the device of self- 
administering controls. 

APPENDIX A.— Disputes 


I. Presidential referrals 
A. Presidential referrals where recommendations were issued: 
1. American Smelting & Refining Co. and United Steelworkers 
of America, CIO 
2. American Brass Co. and United Automobile, Aircraft, and 
Agricultural Implement Workers of America, CIO 
3. Borg-Warner Corp. and United Automobile, Aircraft, and 
Agricultural Implement Workers of America, CIO 
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4. Douglas Aireraft Co. and United Automobile, Aircraft, and 
Agricultural Implement Workers of America, CLO 
5. Wright Aeronautical Corp. and United Automobile, Aircraft, 
and Agricultural Implement Workers of America, CIO 
6. Basie steel industry and iron ore companies and United 
Steelworkers of America, CIO 
7. Boeing Airplane Co. and International Association of Ma 
chinists, AFL 
B. Presidential referrals where recommendations were not issued : 
1. Aluminum Co, of America and United Steelworkers of Ame: 
ica, CIO 
2. Aluminum Co. of America and International Council of Alu 
minum Workers of America, AFL 
3. Kaiser Aluminum & Chemical Corp. and United Steelworkers 
of America, CIO 
. Various petroleum refining companies and Oilworkers Inte1 
national Union, CIO, along with certain AFL and inde 
dependent unions 
C. Presidential referrals returned to the President * 
1. Kennecott Copper Corp. and International Union of Mine 
Mill, and Smelter Workers, Independent, et al. 
II. Voluntary submission. 
A. Voluntary submissions processed by the Board: 
1. American Chain & Cable Co., Ine., and United Steelworkers 
of America, CIO 
Hanford atomic energy project and various building craft 
unions, AFL 
8. Todd Shipyard Corp. and International Union Marine and 
Shipbuilding Workers of America, CLO 
4. Wright Aeronautical Corp and United Automobile, Aircraft 
and Agricultural Implement Workers of America, CIO 
5. Garden-Denver Co. and United Steelworkers of America, CIO 
Ryan Aeronautical Co, and United Automobile, Aircraft, ar 
Agricultural Implement Workers of America, CLO 
American Smelting & Refining Co. and United Automobil 
Aircraft and Agricultural Implement Workers of Ameri 
ClO 
United States Smelting, Refining & Mining Co. and United 
Steelworkers of America, ClO 
9. Associated General Contractors of Alaska and Alaska Counci 
of Carpenters, AFL 
10. Combined Metals Reduction Co. and United Steelworkers of 
America, CLO 
B. Voluntary submission returned to the parties: 
1. Citizens Rapid Transit Co. of Virginia and Amalgamate 
Association of Street, Electric Railway, and Motor Coat 
Employees, AFL 
. Craig Shipbuilding Co. and International Union Marine a: 
Shipbuilding Workers of America, CIO 
38. Ohio Power Co, and Utility Workers Union, CIO 
Park Utah Consolidated Mines Co. and United Steelworkers 
of America, CTO 
Silver King Coalition Mines Co. and United Steelwork« 
of America, CLO 
>. Chief Consolidated Mining Co. and United Steelworkers 0! 
America, CIO 
Moore Drydock et al. and Carpenters and Joiners, AFL 
8. Todd Shipyard Corp. (San Francisco)? and United Ste+ 
workers of America, CIO 
9. Parker Diesel Engineering Co.? and United Steelworkers 
America, CIO 
10. Moore Drydock Co? and United Steelworkers of Ameri: 
CIO 


21The parties refused to resume production and the Board would not accept the 
under that circumstance 
* Submitted after the passage of the 1952 amendments to the Defense Production 
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11. Pacifie Drydock and Repair Co.* and United Steelworkers of 
America, CIO 
12. J. Martinolich Ship Repair Co.’ and United Steelworkers of 
America, C1O 
C. Voluntary submission withdrawn by the parties: 
1. Owl Drug Co. and Retail Clerk Union, CIO 
2. Long Block Marine Repair Co. and International Union 
Marine and Shipbuilding Workers of America, CIO 
3. Wilmington Welding & Boiler Works and International 
Union Marine and Shipbuilding Workers of America, CIO 
4. Cavanaugh Machine Works and International Union Marine 
and Shipbuilding Workers of America, CIO 
5. Marine Solvents Service Corp. and International Union Ma- 
rine and Shipbuilding Workers of America, CIO 
6. Quality Machine & Boiler Works and International Union 
Marine and Shipbuilding Workers of America, CIO 


\ppeENDIX B.—Petitions for wage adjustments’? handled by WSB, June 20, 1951, 
to Aug. 29, 1952 


Number | Percent 
i 
tal number of petitions received 95, 678 
tal number of petitions disposed ? &3, 962 
tal number of petitions on hand Sept. 29, 1952 11,716 
tal number of cases decided to date 74, 500 100.0 
Cases approved 62, 039 83.3 
Cases denied 4.721 6.3 
Cases modified 7,740 10.4 


Excludes health and welfare, pension and agriculture cases 
: Includes petitions decided, transferred to other jurisdictions, conceled, withdrawn, etc 


AppeNpIx C.—Personnel distribution of the Wage Stabilization Board as of 
Aug. 31, 1952 


Classi- | Presiden-| we 4 gp.) w.o.c 





Organizational group fied em- | “1 8P- | consul- | employ- lotal 
ployees pomt- tants ees 
ments 

Office of the Chairman and members of the Board 44 15 16 } 78 
Office of the Executive Director 73 6 ' SS 
Office of Administrative Management 182 N82 
Otlice of the Chief Counsel | il 
Office of Economie Analysis “ 66 6 
Otfice of Case Analysis 144 144 
Office of Disputes Me 1 45 45 
Othice of Information 8 8 

Departmental total : 549 15 67 7 638 
Region I, Boston 8S = SS 
Region Ll, New York 119 1 120 
Region II, Philadelphia 96 a 
Region LV, Richmond 63 63 
Region V, Atlanta 69 l 0 
Region VI-A, Cleveland 7 “ 91 l 92 
Region VI-B, Detroit 87 1 55 
Region VII, Chicago é : 106 3 109 
Region VIII, Minneapolis 51 1 52 
Region IX, Kansas City : 87 1 ed 
Region X, Dallas 92 92 
Region XI, Denver 56 WM 
Region XII, San Francisco 105 105 
Region XILI, Seattle 83 x 

Regional offices total ‘ J 1, 193 4 202 

Grand total... ._.- ' shaadi . 1, 742 15 67 16 1, 840 


__ 


* Submitted after the passage of the 1952 amendments to the Defense Production Act 
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BITUMINOUS COAL CASBS 


For immediate release Saturday, October 18, 1952 


Chairman Archibald Cox of the Wage Stabilization Board today issued the fol- 
lowing statement summarizing the opinion in the bituminous coal cases: 

After thorough consideration of all the facts, the Wage Stabilization Board 
has reached a decision on the applications of the bituminous coal operators for 
approval of a proposed wage increase of $1.90 a day for 375,000 miners. 

The position of the public members of the Board is that an increase of $1.5 
a day is all that can be approved under our regulations and policies. hepcorit 
of any further amount would damage our national effort to halt inflation. 

Of the total approvable increase, $1.05—or approximately 13 cents an hour— 
is permissible to offset the rise in the cost of living since January 15, 1951. The 
increase in the cost of living since that date is 5.9 percent, while the miners’ 
current average straight-time hourly earnings is $2.21. Thus, General Wage 
Regulation 8 allows an increase of about 18 cents. 

An additional increase of 45 cents a day—or approximately 5 cents an hour— 
is approvable under the Board’s responsibility to maintain proper wage relation- 
ships and prevent hardships and inequities. In performance of this function, 
the Board has permitted wage rates to rise somewhat above rigid adherence to 
cost of living formulas in several major industries. It would discriminatt 
against the miners to deny them an increase comparable to those approved in 
airframe, aluminum, automobiles, copper, petroleum, rubber, shipbuilding, an’ 
steel. However, fairness and equity forbid approval of increases for miners 
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eater than those received by other groups. Using January 15, 1950, as a base, 

e $1.50 a day increase will give the miners equal treatment. No group will 

ive received more. Most groujs will have received measurably less. 

In addition to the $1.50 wage increase, the miners bargained for an additional 
sntribution to their welfare fund of 10 cents a ton, or the cost equivalent of a 
70-cent daily wage increase. Under WSB regulations specific approval of the 
royalty payment is not required. 

We have considered the various arguments made for approval of the full in- 
rease such as the contentions that the excess is needed to compensate the miners 

fringe benefits enjoyed by other workers, to maintain annual earnings, and 

keep real wages in step with increased productivity. Our examination of all 

ailable statistical information convinced us that these arguments are not sup- 
ported by fact and are contrary to stabilization policies applied to all other work- 
rs. If we were to use them to approve the application, they would be quickly 
recognized as flimsy excuses for a wage increase actually greater than any con- 

stent with an honest stabilization program. If we did this here, other unions 

uld seek, with adequate justification, to follow the same course. They would 
press the Board to grant them equal increases under one excuse or another. 
rhe Board could do little but yield. A wage stabilization program which de- 
iberately violated the democratic principle of equality would soon become in- 
tolerable. A wage stabilization program under which an excuse was found for 
approving every increase requested by a powerful group would be a fraud. 

rhe real issue before us in this case, therefore, is whether we shall now aban- 
lon the fight against inflation when inflationary pressures have not subsided 
and the cost of living continues to rise. Our decision is against such a step. 
Chis conforms to the will of Congress which wrote into law a program of economic 
stabilization. We believe it also conforms to the earnest desire of the American 
people for effective anti-inflation controls. 

the foundation of a free society is voluntary acceptance of the decisions 
reached under the processes of democratic government. A Congress elected by 
the people made wage stabilization the law of the land. The bituminous coal 
ininers have fared well under a free democratic society. No group has more to 
se by its destruction. The coal miners do not need a Wage Stabilization Board 
to teach this lesson. No group has sacrificed more of toil or blood to keep us 
free. It must be our hope that the sound common sense of the coal miners and 
the wisdom of their leaders will lead them to share in the national endeavor to 
remain strong and free. For both the miners and their leaders must know that 
freedom—their freedom—cannot long survive when the supremacy of law is 
hallenged by naked power. 





SALARY STABILIZATION BOARD 


SALARY STABILIZATION BOARD, 
Washington 25, D. C., September 9, 1952. 
Hon. BuRNET R. MAYBANK, f 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 

Dear SENATOR MAYBANK: In the absence of Judge Miller I am forwarding the 
report of operations of this agency for the 12 months just passed as requested. 
The request, dated August 22, 1952, asks that information be provided in accord- 
ance with 10 topical headings listed in the communication. The statements below 
correspond with the numbered elements of your letter and include reference to 
the seven exhibits which are attached to and a part of this report. 

1. The Salary Stabilization Board and the Office of Salary Stabilization, the 
latter being the administrative organization which carries out the policies estab- 
lished by the former, administer only one program; namely, that of stabilization 
of salaries received by persons employed in bona fide executive, administrative, 
professional or outside salesmen capacities. In addition under the 1952 amend- 
» ments to the Defense Production Act, the Salary Stabilization Board’s jurisdic- 
tion was extended to include supervisors as that term is defined in the Labor 
Management Relations Act, 1947, as amended. The salary stabilization program 


| ‘onsists of three principal functions: (a) policy development, (b) determina- 


tions on individual applications for approval of salary adjustment and (c) com- 
pliance and enforcement. 
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2. The authority of the Salary Stabilization Board was originally established 
under General Order No. 8 of the Economic Stabilization Administrator on 
May 10, 1951, with an amending modification issued on June 21, 1951. However, 
under the 1952 amendments to the Defense Production Act, the Salary Stabiliza- 
tion Board and its executive arm, the Office of Salary Stabilization, were given 
specific statutory recognition. Section 408 (c) of the Defense Production Act 
as amended now provides the statutory authority. 

3. Policy development.—At the time of the last report by this office to the 
Joint Committee on Defense Production, dated October 8, 1951, the Salary Sta- 
bilization Board had issued three General Salary Stabilization Regulations—No 
1, No.2 and No. 3. Since that date and up to the present time, the Salary Stabili 
zation Board has issued general salary stabilization regulations with revisions 
and amendments up to and including General Salary Stabilization Regulation 
No. 8 The regulations that are currently in effect are included in attached ex 
hibit 1. In addition, the Salary Stabilization Board issued Salary Procedural] 
Regulations No. 1 and No. 2. No. 1 deals with filing of applications, reconsid- 
erations and appeals. No. 2 concerns enforcement. These two regulations are 
included in attached exhibit 2. A third body of policy and procedure is contained 
in a series called general salary orders, which are from time to time incorporated 
in regulations, as appropriate. As of the date of this report, the Salary Stabili- 
zation Board has issued general salary orders up to and including General Sal 
alry Order No. 13. These salary orders are included in attached exhibit 3. As 
regulations cannot be issued in such detail as to cover every possible contin 
gency, the regulations and salary orders have been supplemented by explanatory 
and interpretative materials issued to the public in a series entitled “Interpre 
tations.” At this date the Office of Salary Stabilization has issued interpretations 
up to and including Interpretation No. 15. These interpretations are included 
in the attached exhibit No. 4. Each of the exhibits 1, 2,3, and 4 has a cover sheet 
listing in tabular form the number of the document, the subject, the date issued, 
ete. 

In developing the policies governing adjustments of salaries under the Defense 
Production Act, the Salary Stabilization Board has proceeded on the basis of the 
following self-adopted principles : 

(a) The public interest requires that executive compensation under a stabili 
zation program bear the same general relationship to the economy as it had in 
the past. 

(b) The basie satary policies should enable business to operate as flexibly as 
possible with a minimum need for submission of petitions for rulings on the 
cases of individual employees. 

(c) While the policies must satisfy the requirements of broad public interest, 
labor groups should be assured that equitable treatment will in fact be the 
rule. 

(d) Industry should be assured that due recognition has been given to the 
unique problems of compensation in the jurisdiction of the Salary Stabilization 
Board, 

(e) The incentive system which is af the root of the American system of free 
enterprise should be preserved consistent with the needs of economic stabiliza- 
tion. 

Pursuant to these basic principles the Salary Stabilization Board has made 
every possible effort to relieve employers of inconvenience, while still preserv- 
ing the integrity of the program, and has consistently sought the advice of mem- 
bers of private industry through individual and group conferences. To the 
greatest extent possible the Board has made its regulations self-administering 
that is, has made it possible for probably the vast majority of employers under 
the jurisdiction of the Salary Stabilization Board to make their salary adjust 
ments, within the limits laid down in the regulations and salary orders, without 
obtaining prior approval from the Office of Salary Stabilization. This device 
has relieved businessmen of a great deal of difficulty, delay, and inconvenience 
they would otherwise have encountered. The enforcement program now in op- 
eration should provide some evidence as to whether or not self-administration 
has also led to greater violation. 

Every regulation and salary order issued represents a considered study of the 
legal and economic implications and of business practice. Summaries of two 
studies that may be of more than ordinary interest to the committee are included 
as examples in exhibit 5. The subjects of these studies are (a) number of 
employees under Salary Stabilization Board jurisdiction and (0) production 
incentive plans. 
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In keeping with the Board's recognition of the need to make it as easy as pos- 
sible for employers to make salary adjustments permitted within prescribed 
limits, the Board and the Executive Director early established the policy of 
soliciting advice and assistance from businessmen in the establishment of its 
policies. The first such advisory body, reported in the 1951 report to the joint 

mmittee, was the Stock Option Panel. Other advisory bodies subsequently 
established in connection with various policies were the Talent Industry Ad- 
visory Committee and the Professional Sports Panel. Conferences were also held 
on salesmen’s compensation production incentives, and the compensation of 
professional engineers. In addition, a number of general conferences on salary 
stabilization matters were held with trade association groups and other business 
representatives. 

Field operations.—The plan for establishing 14 field offices, reported in the 
previous report to the joint committee, had to be restricted because of insufticient 
funds for the 1953 fiscal year. Nine field offices were established up to June 30, 
1952. These field offices are located in Boston, New York, Philadelphia, Atlanta, 
Cleveland, Chicago, Denver, San Francisco, and Seattle. For reasons of economy 
San Francisco and Seattle territories are now under the direction of a single 
field director. 

Beginning with a delegation of authority to the New York field office on 
February 27, 1952, delegations of authority to process cases within certain 
imits have been made to all field offices and field offices are now processing 
cases in most of the policy areas. The Oflice of Salary Stabilization has pro- 
ceeded conservatively in placing responsibility on the field offices for making 
case determinations for a major problem in establishing the field offices has 
heen the recruitment of competent staffs in the existing tight labor market. 
The field directors maintain continuous liaison with the regional staffs of the 
Wage Stabilization Board and with the field office staffs of the Wage and Hour 
ind Public Contracts Divisions of the Department of Labor. During the year 
the Office of Salary Stabilization maintained an operating relationship with the 
Wage and Hour and Public Contracts Divisions of the Department of Labor. 
by agreement certain services were performed by the Wage and Hour field staffs 
for the Office of Salary Stabilization for the cost of which the Department of 
Labor is reimbursed by the Office of Salary Stabilization. The services per- 
formed in the eighty-odd Wage and Hour field offices have been 

(a) To disseminate information, answer questions, and distribute regu- 
lations, salary orders, etc., to employers affected by the program. 

(b) To give advice on selftadministration and on the preparation and 
filing of applications for salary adjustments. 

As a result of the sharp curtailment of funds it has now been necessary to 
discontinue, effective October 1, 1952, the arrangement for service by the Wage 
and Hour and Public Contracts Divisions. A correspondingly heavier load will 
therefore have to be carried by Office of Salary Stabilization field offices, at the 
sume time that the Oflice of Salary Stabilization is starting a progressive curtail- 
ment of its own staff. 

Case determinations.—Through the week ending August 22, a total of 35,889 
applications for salary increases had been received by the Office of Salary 
Stabilization, more than 30,000 of which have been acted on. Employers whose 
applications have been denied may request reconsideration and, if the decision 
is still adverse, may appeal the decision to the Review and Appeals Commiitee 
of the Office of Salary Stabilization. Only 50 of the more than 25,000 determina- 
tions made by this Office before the close of fiscal vear 1952, had been appealed 
as of June 30, 1952. The diversity of the salary adjustment situations repre- 
sented by these determinations is indicated by the bar chart in attached exhibit 
6 covering operations through June 1952. 

Enforcement.—The Defense Production Act requires that no investigations may 
be instituted until the scope and purpose of such investigations have been defined 





bm 
by competent authority. This having been done, the first investigations were 
conducted by the Office of Salary Stabilization in the second quarter of the fiscal 
vear 1952. On April 29, 1952, Salary Procedural Regulation No. 2 (exhibit 2) 
Was promulgated by the Salary Stabilization Board putting the Office of Salary 
Stabilization in a position to take positive enforcement action Ten investima 
tions program was slowly stepped up to a total of 122 investigations in the fourth 
quarter of the fiscal venr 1952. A total of 2,139 investigations have been scheduled 
as of September 1, 1952. The first sanction was imposed by the Agency about 
May 5,1952. This took the form of a tax disallowance and was formally certified 
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to the Bureau of Internal Revenue on May 19, 1952. It is the policy of the Offi 
of Salary Stabilization to take into account extenuating circumstances and in 
appropriate cases to limit the disallowance to the amount of salary paid in exc 
of the legal maximum permissible under the salary regulations and orders 
rather than the total salary payment. At the same time, it has been the policy 
not to accept in settlement less than the full amoant of the excess payment. 

4. Effectiveness of program.—The effectiveness of the salary stabilization pr 
gram as a whole is difficult to assess with any degree of precision. It is even 
more difficult to arrive at a judgment as to the effectiveness of the salary stab 
zation program in the self-administering area. Perhaps the most reliable meas 
ure of effectiveness of the program is that which applies generally to all four of 
the constituent units of the Economic Stabilization Agency, namely, the mov 
ment of the BLS Consumers Price Index which in the 12 months ending wit) 
August, 1952, rose only about 24%) percent. Obviously the effectiveness of sala 
controls is closely linked to the effectiveness of price, wage, and rent contr 
and one cannot on the basis of evidence be dogmatic in the interpretations of th 
reasons for movements of the BLS Consumers Price Index either up or dow 
The policies are to the maximum degree coordinated with those of the Wax 
Stabilization Board with the objective of equality of impact of the stabilizati: 
program, 

The enforcement investigations now going forward perhaps will provide «a 
other index of the effectiveness of the program. The experience of the Offic 
in enforcement has not as yet gone far enough to provide any positive factual ¢ 
dence. Indications are, however, that violations in both the self-administrat 
and the prior approval areas are above what might be considered normal in 
program of this kind. Fifty of the first 155 cases investigated involved violation 
There is some evidence of attempted evasion by setting aside funds as defer) 
compensation: such funds to he distributed on a prescribed basis to employees 
after salary stabilization has terminated. 

One of the means, of course, by which effectiveness is enhanced is publici 
The Office of Salary Stabilization has attempted to obtain as widespread pub 
licity as possible for its program as well as for the conditions estabished in 
regulations and salary orders so that all employers would know what was 1 
quired of them. Examples of such publicity other than press releases, « 
ferences, and speeches are contained in exhibit 7, consisting of an article on 
salary stabilization by Joseph D. Cooper, Executive Director of the Office « 
Salary Stabilization, carried in the December issue of Factory Management a 
Maintenance, a descriptive article in Business Week, and the OSS Fact Sheet, | 
part I cpt. IL is in process of revision). i 

5. Current need for program.—That there is a current need for the progran | 
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of salary stabilization is indicated by the now accelerated upward movement o 
the consumers price index. As one of the direct control agencies, the sala 
program affects a smaller segment of the economy than price or wage controls 
yet it affects 5 million salaried personnel with $30 billion annual income. Th. 
existence of price and wage control necessitates similar control over salaries ; 

The controls program of World War II was established in 1942 and terminated 
on November 10, 1946. The monthly average of the consumer’s price index in 
1942 was 116.6. The monthly average in 1145, the last full year of World War I! 
price controls, was 128.6. By 1948, however, after all controls had been ré ; 
linquished, the consumer's price index had risen to 171.9. Thus, in the cours 
of 3 years subsequent to the removal of direct controls the index had jumped 
43 points. There were, of course, unusual pent-up inflationary pressures whic! 
were released at the end of the war, but it is generally agreed that the direct 
controls program had a measurable effect on the slow-up of inflation in th 
economy. In June 1950 the consumers price index stood at 170.2.) By Juls 
1951, it had jumped to 185.5. 

The first half of the calendar year 1952 was a period of mixed inflationary 
and deflationary pressures. Although the first quarter of the year fostered 
belief that mild recession would develop before defense spending reached its 
crest, the second quarter showed an upward swing with inflationary tones. Th: 
current conditions with respect to the cost of living have apparently reversed 
the trend present early in 1952 and the consumer's price index in August 1/52 
had reached a high of 191. 

One of the imponderables in maintaining economic stability is the consume! 
Should the consumer be overcautious or decidedly reluctant in his spending habits 
deflationary effects are felt in the economy. Should the consumer become opt 
mistic, overeager, or actually scared into a competitive buying spree the intla 
tionary effects grow. The Mid-Year Economic Review prepared by the Cou 
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of Economic Advisers and released July 19, 1952, stated in part: “An inflationary 
spiral could develop either through a lack of controls or conceivably in the 
guise of escalation permitted by controls. It is because of the latter possibility 
at it will be essential to retain a general control structure during the near 
ture and that it be centered on the broad principle of minimizing cost increases.” 
In coneluding this point it must be said that it is as difficult to evaluate the 
effect that direct controls have had in the salary area during the past vear as 
to predict the effect of a major suspension of salary controls. When it 
comes to justifying controls in the salary field generally, reliance must be placed 
| broad measures of economic trends such as price and wage indexes. 

& Small business —The 1952 amendments to the Defense Production Act 
exempted from direct controls wages, salaries, or other compensation of persons 
employed in small-business enterprises in which a total of eight or less persons 

re employed in all its establishments, branches, units, or affiliates. Prior to 

s congressional action, a regulation embodying the exemption of small-business 
enterprises was adopted by the Salary Stabilization Board on May 13, 1952, but 
this proposed regulation gave way to Economic Stabilization Agency General 
Order 17 on small business which was issued pursuant to the statutory exemp- 

and applied to both the Wage Stabilization Board and the Salary Stabi- 
tion Board. 

\ further step of practical assistance to small business was taken by the Salary 


Stubilization Board in eliminating several reports that had been previously re 

red. Of particular significance to small business, of course, has been the 
establishment of field offices by the Office of Salary Stabilization, making it 
possible for small-business men to obtain information and assistance in the 
p iration of applications or on the problems of self-administration from 


flices in their own area, making it unnecessary for them to hire attorneys and 
intants to represent them in Washington. This service to small business will 
ecessarily be curtailed as a result of the reduced appropriation for the fiscal 
ve 1953. Perhaps the greatest help to smal! business was the policy of 
emphasis on self-administration adopted by the Salary Stabilization Board at 
eginning of its career. Undoubtedly the shifting of the largest possible area 
of salary controls to a self-administration basis, where the sma!l-business man 
iid make his adjustments without obtaining prior approval of the Office of 
Salary Stabilization, has been a boon to small business. 
Personnel and advisory committees.—The personnel of the Office of Salary 
jilization totaled 378 on September 1, 1952. Of this number 162 are employed 
he 9 field offices. Owing to insufficiency of funds provided by the appropria- 
for the fiscal year 1953, a progressive reduction in personnel has been 
ted. Inasmuch as the functions of policy formulation and interpretation to 








meet changing conditions and new problems, the processing of cases submitted 
industry and enforcement of the law must continue as long as there is a 
silary stabilization program; none of the major functions can be discontinued 
| can only be a reduction in the scope of the activities that constitute these 


ms. This will inevitably mean less prompt service to employers requestin 
roval of increases in salaries to their employees, 

Salary Stabilization Board has not adopted the practice of having stand 
idvisory committees Instead the Salary Stabilization Board has appointed 
sory committees or panels to assist the Board in the development of specific 


policies—such as the policies on bonuses, compensation of professional athletes, 
k options, ete. Such panels conclude their considerations with a report to the 
Board on the problems within their scope. The use of such panels has proved 


e a great help in the promulgation of policies and undoubtedly has resulted 
re realistic treatment of the problems of employers than would otherwise 
been the case. 
resent major problems.—The major administrative problems which con- 
the agency arise primarily out of the fact that the program is to terminate 
on April 30, 1953. There will undoubtedly be more of a problem of violation; 
e employers, thinking that the program is going to go out of existence on 
“0th of April 1953, will tend to be less respectful of the law. A further 
ilty is that of maintenance of operations concurrently with progressive re 
(dnetion in staff. As long as the law providing for controls exists, the program 
ust go on with such suspension of controls by administrative action, now pro 
ed for in the law, as is justified by deflationary changes in the economic pic- 
ture. Policy questions will continue and must be met; applications for salary 
hereases must be processed; the compliance program must be even more active 
use of the greater tendency to violate the law with statutory termination 
hot far off. To serve the public reasonably well, to adapt the program to the 
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the current curtailment of staffs. 


Major policy questions now facing the Board relate to (1) necessary revision 
of policy in the light of changing economic conditions and business practices, 
(2) consideration of possibility of selective suspension of controls, taking into 
account labor market areas which cut across industry lines, 
of the small-business exemption in relation to such factors as changes in business 
size and organization relationships, (4) questions regarding changes in jurisdic. 
tion, vis-A-vis Wage Stabilization Board arising from the 1952 amendments, and 
(5) the application of the amendments which have placed supervisors und 
The exemption of profes. 


the jurisdiction of the Salary Stabilization Board. 


sional engineers poses questions of interpretation. 
intraplant inequities which may be created by action of Some employers, even at 
the expense of disruption of normal compensation relationships with other 
related employees, it is recommended that this exemption be deleted if the De. 


In view of the interplant and 


fense Production Act is extended by the Congress. 


9. There is no additional information to offer under the heading of pertinent 


information. 


The Executive Director of the Office of Salary Stabilization, Mr. Joseph D 
Cooper, is designated as the person responsible for the compilation of materi: 
for the committee. 

I hope the above information and the seven attached exhibits provide 
If anything further is desired, I will be happy t 


that you 
furnish it. 


wish to 


know. 


Sincerely yours, 


No. 


GSSR 1, amended 


Amendment 1... 
GSSR 4, revised . 


Amendment 1... 
GSSR 5 


Amendment 1 


GSSR 6 


Amendment 1... 


GSSR 7 


Amendment 1.. 
GSSR 8, revised .. 
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Subject 


Stabilization and general ad- 
justments of salaries and 
other compensation. 


Profit-sharing and other 
bonuses. 

Reporting requirements 

Stock option and stock-pur- 
chase plans. 


Reports and record keeping. . 
Compensation of sales employ- 
ees 


Adjustments in commission 


earnings and commission 
rates. 

Pension plans and deferred 
profit sharing and stock 


bonus plans. 


Filing and record-keeping re- | 


quirements. 


Salaries and other comnpensa- | 


tion for professional athletes. 
Reporting requirements 
Health and welfare plans 
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progressive reduction in staff will unquestionably be a difficult matter. 
ployers will need to bear with the Administration some of these problems that 
are inevitably associated with the approaching termination of the program and 


Exuisit 1.—General salary stabilization regulations 
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Exutinir 5—NUMBER OF EMPLOYEES UNDER JURISDICTION OF THE SALARY 
STABILIZATION Boarp* 


The following tables contain estimates of the number of employees in private 
industry under the jurisdiction of the Salary Stabilization Board and of their 
compensation in January 1952. However, the figures take into account the 
changes in the jurisdiction of the Salary Stabilization Board made by the 12 
amendments to the Defense Production Act of 1950 which were made sulse- 
quently. 

The data are presented according to principal individual occupation and occu- 
pation groups. They exclude the number of employees estimated as subject to 
collective-bargaining agreements. It should be pointed out that, although these 
statistics are based upon the most accurate data available, they still are only 
rough estimates. 


Estimated number in private industry under jurisdiction of Salary Stabilization 
Board compared with total labor force, January 1952 


The total number of employees in private industry under jurisdiction of the 
Salary Stabilization Board in January 1952 is estimated as approximately 54 
million. This number was 9 percent of the total number of employed civilians 
at that time, and almost 18 percent of those employed civilians consisting of 
private wage and salary workers. 


Million 

Total number of employed civilians___._.______ een paadteak med (Oey 6 

I mere I ahaa as sds sins cca acnlbcvctecv se us en unos a aiiala 6.5 

Less self-employed____.____---_-- satis ss lata ated nate betadina ype aiaidaooabeeriicasia ts 9.4 

SsG08 UU TRIS WOTTITE in on on nce cnitcnnntionn ening pUbaacet cesighasaevorbdags 1.2 

Leaves, private wage and salary workers____-_- ee 12.6 
Number of private industry employees estimated as under jurisdiction of 

UTR TN ns ciescscninremswat aveinmbelanaaicis million. 5.4 

As percent of total employed civilians__..__....._---_______ percent. ‘).0) 

As percent of private wage and salary workers._.._...________ (WE. & | 





1Prepared by Statistical Analysis Division, Office of Program Policy, Office of Salary 
Stabilization. 
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estimated compensation of employees subject to Salary Stabilization Board 
compared with that of total labor force 

The annual compensation of employees in private industry under the juris- 
diction of the Salary Stabilization Board, based upon January 1952 rates of 
compensation, is estimated as $31.0 billion. This amounts to almost 18 percent 
of the annual rate of wages and salaries of the entire employed labor force in 
effeet in the last quarter of 1951 and almost 22 percent of the wages and salaries 
f privately employed workers. 


Billions 

(annual rate) 

Wages and salaries of total employed labor’ force, last quarter 1951____ 173.5 

Wages and salaries of privately employed,’ last quarter 1951_-_-____-~__- 141.6 
Salaries of privately employed persons under SSB jurisdiction January 

1952 (estimated )__- scnichnisebich tiie with Uae taal tamdtied ‘aig tnees eel eee > ss 

Percent 

Percent of compensation of total employed labor force____--.~--~- tn Hee 

Percent of compensation of privately employed sik a saceicedine tt ei teamenandae 21.9 


Source: Bureau of Foreign and Domestic Commerce, Survey of Current Business, 

January 1951. 
Breakdown by occupation 

The principal occupational group under jurisdiction of the Salary Stabilization 
Board consists of managers and officials. Their number in January 1952 was 
estimated at almost 244 million, or 45 percent of the total of 5.4 million. The 
next in importance were the outside salesmen, who were estimated at 1.3 million. 
Professional personnel numbered about 0.9 million. 

Among the outside salesmen, insurance agents were estimated at almost 270,- 
000 in January 1952, and real estate agents at 80,000. 

The largest professional group was the accountants, which were estimated at 
about 200,000. 

Foremen were estimated at over 800,000. 

The annual compensation of managers and officials (at January 1952 salary 

tes) was estimated at 15.2 billion, or almost half of the total of $31 billion esti- 
mated to have been received by all employees under SSB jurisdiction. The 
nnual compensation of outside salesmen was estimated at $6.1 billion; or one- 
fifth of the total. For professional personnel, the figure was estimated at $5.5 
billion, or about one-sixth of the total. 


PRODUCTION INCENTIVE PLANS 


Section 91, GSSR 1, amended, provides that the normal operation or application 
of incentive rates or plans may continue if such plan or practice was in effect on 
or before January 25, 1951, and the method of application is consistent with 
methods previously followed. This regulation does not contain any definition of 
an incentive plan, nor does it provide any further data in this regard. In effect, 
it represents an authority to continue past practice with regard to production 
incentive plans in companies in which such plans were in existence prior to 
stabilization. 

GWR 15 contains the existing policies of the Wage Stabilization Board with 
regard to incentive wage or piece rates. The regulation does not, however, dis- 

ss the Board’s policy with regard to new incentive plans. Basically GWR 15 
establishes the rules and procedures governing the day-to-day administration of 
piece and incentive rates in companies having such incentive plans. This regula- 
tion authorizes employers to establish new rates or adjust rates for changes in 
method, product, tools, material, design, quality requirements, work assign- 
ments, and other production or job conditions. It also defines the criteria for 
fixing incentive wage or piece rates. These criteria are time study, standard data, 
estimates, or negotiations, depending in each case upon the past practice of the 
employer, 

WSB Resolution No. 70 on wage incentives, adopted November 19, 1951, estab- 
ishes WSB policy for action on petitions for the approval of new piecework 
or incentive Wage plans, or revisions of existing plans (excluding those covered 
by GWR 15), for individuals or for particular groups within a plant in accordance 
With defined criteria. 

This criteria apply only to incentive plans for individuals or particular groups 
Within a plant. The resolution also provides that petitions for approval of other 
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types of plans, including plant-wide programs based on the over-all output of a 
plant, or plans based upon criteria differing from those specified, will be con- 
sidered on a case-by-case basis. In issuing this resolution, WSB Chairman 
Nathan P. Feinsinger emphasized that the policy should not be confused with 
the broader issue of “productivity” increases. The policy questions with respect 
to the “productivity” concept are being handled on a separate and distinct basis, 

Reports on the operation of new wage incentive plans by managements to the 
War Labor Board indicated that, on the average, an increase in production per 
man-hour of about 40 percent occurred in the first 90 days of operation. Wages 
increased an average of 15 to 20 percent and costs decreased 10 to 15 perce 
It was estimated that approximately 1 million workers were affected by the 
new wage incentive plans in 1944. Thus the increase in productivity from ne 
incentives in that 1 year resulted in an addition of an estimated equivalent of 
400,000 persons in the Nation’s working force. 

It is clear, therefore, that wage incentive plans are designed to accomplish 
two objectives vital to the mobilization effort. They seek to increase productivity 
and to increase utilization of available manpower. At the same time, if su 
plans are actually effective, they tend to decrease unit labor costs. Therefore, 
in an effective wage incentive plan, productivity goes up, earnings of the incen 
workers likewise proportionately go up, and unit costs decrease. In such a situ; 
tion, the increase in earnings is not unstabilizing because costs per unit are held 
constant or go down and the number of units produced are increased and man 
power savings are worth while. 

In this regard, a review of 514 cases approved by the War Labor Board indicated 
that only 4 cases showed a decrease in productivity. In 66 cases, productior 
increased between 10 and 15 percent and the average increase in production 
above past performance was 89 percent. Based on a review of 175 cases, the 
average increase in earnings was 17 percent, with the greatest concentration 
being in the 10 to 15 percent group. Based upon this same 173 group of cases 
there was an average decrease in unit labor cost of 11.5 percent, with the greatest 
concentration of cases falling in the 0 to 5 percent segment. 

In the final analysis, everyone in an organization contributes in some measure 
to productivity achievements. However, with regard to executives and higher 
level managerial personnel, incentive is usually created through the mechanism 
of salary increases, bonuses, and profits, or some combination of these elements 
It is important that the theory of wage incentive plans be clear and distinct 
from the broader and more universal theory of incentive compensation which, 
of course, is needed at all levels in an organization and is usually called a bonus 
when considered in terms of executive personnel. 

There is a distinet difference between profit-sharing bonuses and wage incen- 
tives. Profit-sharing bonuses, as they exist in current industry practice, may 
or may not provide or create incentive. There are all sorts of bonus plans. 
Some provide incentive and others provide none. As a result, many authorities 
in the field have sought to differentiate between “incentive bonus plans” and 
“profit-sharing bonus plans.” Since most bonus plans seek to achieve an element 
of incentive (at least when they are established), it is easy to confuse the con- 
sideration of a production incentive plan with an incentive bonus plan. This 
is particularly true since both concepts use the word “incentive” interchangealhly 
and, further, since a truly effective incentive bonus plan seeks to increase pro 
ductivity in some way, even though it may be quite indirect. To prevent con- 
fusion and to preclude the development of a policy which overlaps with the 
existing policy on profit sharing and bonuses (GSSR 2 and GSO 12), it is necessary 
to draw a somewhat arbitrary line between the definition of a production incen- 
tive plan and of a bonus plan (with or without incentive features). 

Probably the most convenient and logical method for drawing such a dis 
tinction is to require that production incentive plans be identified with and 
directly related to a wage incentive plan in effect in the company. Thus, the 
incentive earnings of foremen, supervisors, and similar management personnel 
would be directly related to a wage incentive plan in effect for the employees 
under their direction or supervision. On the other hand, incentive bonus plans 
are generally related to profits or earnings of the company and may exist with 
or without the presence of a wage incentive plan for production workers. 






Production incentive earnings are limited by the wage incentive plan itself 
It is normally considered that such incentive plans increase earnings above base 
by 15 to 30 percent. In the experience of the War Labor Board, based on 
review of 173 cases, average earnings increased 17.5 percent. In the case of 
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ponus plans, however, the payments to individuals are limited only by the profits 

of the company and its policy with regard to bonus and profit sharing, and it 
<s not unusual for individual shares of the bonus fund to represent as much as 
100 percent of salary. 

Production incentive earnings are controlled by the contribution of the indi- 
vidual or his group. This control is provided by predetermined objective meas- 
urements such as the number of units produced over a fixed time period. Bonus 
distribution may or may net be measured by direct contribution of each partici- 
ant. It is not unusual for bonus plans to include subjective or arbitrary 

iteria for the distribution of individual shares. Such plans frequently con- 
tain a distribution based upon the relationship of individual salaries to the 

reregate salaries of all participants. In a Conference Board report covering 
32 companies with bonus or profit-sharing plans, it was found that the majority 
of companies apportion the fund among individual participants on the basis of 
the individual salary. Two-fifths of the plans in this survey relied on the 
judgments of the top executives or top directors to determine the individual 
share. Both the antomatic feature and the subjective feature are absent in the 
se of production incentive plans, 

Production incentive payments are made currently and in cash. They are 
normally considered by the employee as a direct part of his salary. Bonuses, 
n the other hand, may be distributed currently or the distribution may be 
deferred. Furthermore, bonuses are frequently distributed partly in cash and 
partly in other forms, such as stock options, pension, and other deferred benetits, 
\lso, it has been shown in studies of the influence of profit sharing on productivity 
hat unless the income is steady, direet, and current its effect upon productivity 
is difficult to measure. 

Wuge earners and production workers are not as likely to make a contribution 

the productivity of the company ander a profit-sharing plan as they would 

nder a production incentive plan. This is clearly pointed out by a recent study 
if the Industrial Relations Counselors, Ine., as follows: “By its intrinsic nature, 
sharing does not commend itself to wage earners. Its present position, 
ter more than a century of trial and error, is insignificant The first want of 
he worker is for a steady income assessed on the business as an operating 
ost, with payment insured by a fixed lien on the assets. He will accept any 
nd-out from profits as so much ‘gravy’ but he will not be content to depend 
on such a fluctuating factor as profits for any substantial part of his regular 
ncome. Profit sharing may appeal to the gambling instinet of some wage 
ners, but there is no considerable body of evidence that it has any more effect 
citing them to greater effort than would a lottery ticket.” 
he fundamental differences between a bonus plan and a production incentive 
hive been outlined above. These differences are important, despite the 
that both types of plans may seek to stimulate and sustain creation of 
ra incentives; but the purpose and the method of evaluating such incentive is 
ecidedly different under each of the plans 

In the case of production workers, management measures and rewards in- 
centive on a direct basis. The efforts of the individual or the group must be 
ransiated into end items or production results. The rewards are proportionate 
o such results. The participants earn extra money if they produce more. It 
s entirely a short-range relationship and their function and responsibility for 
the over-all success of the company ends with each day's work. 

With regard to bonus nlans having incentive features, ma ent likewise 
seeks to encourage individual incentive. This incentive is entirely different in 
hniture, however, and the measurement and payment of rewards is also accom- 
plished differently. Here the company seeks to encourage its managerial and 

ecutive staff to develop a keen sense of personal interest and attachment to the 
company and its general financial well-heing. The incentive bonus aims to induce 
the executives to share a real sense of ownership in the company. It seeks to 
levelop a genuine equivalent to entreprenuerial skill, so that the executives 
vill put forth the type of managerial ability which would be present in their 
own business. These rare and vital energies relate to imagination, judgment, 
decision making, and sustained and tireless interest in the company affairs. 
These skills and this type of participation are unusual qualities and are there- 
fore diffienlt to control and measure, and difficult to reward proportionately to 
contribution. The ultimate measure generally used to determine the presence 
or absence of incentive contributions is profits. 
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Increased profits may or may not be due to an increase in productivity. A 
though increased productivity may be a real element in its influence upon corm 
pany profits, it is never the only element. Profits are not dependent entirely 
upon an increase of productivity. They may require an increase in total yr 
duction (as distinct from productivity rates), but they will also require many 
other ‘achievements such as high sales, keeping prices competitive, effective 
marketing and distribution, sound business administration, and many related 
factors. 

It is clear, therefore, that incentive bonus plans have certain elements in 
common with production incentive plans, but that they should not be considered 
or treated as genuine equivalents nor would executives and managerial personne 
normally like to consider themselves under a system of the production incentive 
category. It is only within the past few decades that labor lias generally con 
ceded that wage incentive systems are distinguishable from speed-ups and rate 
cutting. Elements of labor continue to remain cautious of production incentiv: 
plans and their acceptance is by no means universal. The emphasis on produ 
tivity applied to an incentive bonus plan for executive and managerial personne! 
could result in a defeat of the objectives of the plan at a very early stage 

It would be difficult to develop clear economic data to support bonus plans as 
the equivalent of production incentive plans. There are three factors of a pro- 
duction incentive plan which preclude any serious inflation which would nor 
mally result from significant increases in earnings. These are (a) increased 
production at least proportionate to the increase in earnings; (b) a fixed or 
lower cost per unit produced; and (c) a genuine saving of manpower. 

These elements are not uniformly present in incentive bonus plans, nor are 
they concomitant requirements for such plans. It must be concluded therefore 
that bonus plans (with or without incentive features) are distinct and different 
from production incentive plans, 


: 
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ExHisir 6.—OFFICE OF SALARY STABILIZATION: PERCENTAGE DISTRIBUTION OF 
Receipts, CLOSINGS AND BACKLOG OF APPLICATIONS, BY TYPE OF APPLICATION 
Cope, THROUGH JUNE 1952 

10% caTcr-uP? UR 
% CATCH. UP tm STOce options ('®) 
ov 7 we tis oe x * Lae bd CSAS ecu .t i 
gue ENSATION REL. (2%) ieTee PL aeT 
ypeTee Puan ietevi Tits 
intqui Ties 
Ptusions 


PENSIONS 
Tenor (1m 


Cap tesatiow oF 
COMPENSATION OF FE: $38 tess ‘st ae: SALES CMPLOTERS 
SALES CMPLOVEES F: 


MEW PLANS 
AUKILTARY PAY 


Paacrices 


MERIC IART Pay 


Pmactices 


meni T ano LCmGTH 
OF SERVICE 


=601T Ane L eneTe 
of stavict 


niw Plants 


AL OTHER 


PROFIT. SHARING 
nso oTHee 19%! 


PROFIT. shaRING 
and ornuen 
Oars es 


RECEIPTS BACK 
(32,115) (6,453) 


EXHIBIT 7—PUBLICATIONS OF SALARY STABILIZATION Boakp 


Salary stabilization—what it is and how it works. Part I. 

What the Changing Salary Rules Mean to You (reprinted from Factory Man- 
agement and Maintenance, December 1951). 

How To Live With Salary Controls (reprinted from Business Week, March 


15, 1952). 
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RAILROAD AND AIRLINE WAGE BOARD 


RATLROAD AND AIRLINE WAGE BOarp, 
Washington 25, D. C., September 9, 1952. 
Mr. Rocer L. PUTNAM, 
Administrator, Economic Stabilization Agency, 
Washington 25, D. C. 

Dear Mr. Putnam: In accordance with your request, enclosed is the report on 
the activities of the Railroad and Airline Wage Board requested by the Honor- 
able Burnet R. Maybank, chairman of the Joint Committee on Defense Produc- 
tion, 

It is my understanding that this report will be combined with similar sum- 
maries from other ESA agencies and transmitted to the committee. 

Very truly yours, 


Netson M. Bortz, 9 

Chairman, Railroad and Airline Wage Board. 
RAILROAD AND ATRLINE WAGE BoarD a 
The Railroad and Airline Wage Board was established pursuant to General g 
Order 7 (Revised) of the Economie Stabilization Administrator, issued Septem > 
ber 27, 1951. It is a constituent agency of the Economie Stabilization Agency E 


reporting directly to the Administrator. Establishment of the Board was author- 
ized by section 403 of the amended Defense Production Act of 1951. This law 
provided for the creation of “a separate board or panel” having jurisdiction only 
over railroad and airline carriers and employees subject to the Railway Labor 
Act as amended, The Board's coverage thus includes approximately 1,100 rai 
road carriers employing about 1,500,000 workers and 125 air transport carriers 
employing about 100,000 workers. 

The Railroad and Airline Wage Board is composed of three public members 
The Board determines the substantive policies necessary to administer the wage 
and salary stabilization program for employees subject to the Railway Labor Act 
It issues regulations and orders which are subject to review and approval by the 
Economie Stabilization Administrator. The Board may also make recommenda 
tions to the Administrator regarding appropriate stabilization policies for em- 
ployees subject to its jurisdiction. The Board functions on a part-time basis. 
The Chairman, who is a full-time Board member, administers the affairs of the 
Board and directs the activities of the Board's staff. He interprets the regula 
tions and policies of the Board and acts on applications for approval of wage and 
salary adjustments which are proposed as a result of voluntary agreement, media 
tion, or employer action where the workers are not represented by a union. 

The amended Defense Production Act also provided that the disputes proce 
dures established by the Railway Labor Act should remain unchanged. ‘Thus, 
any agency provided by the Railway Labor Act, including boards of arbitration 
and emergency boards, continues to function in its normal fashion. Such boards, 
however, are required by section 502 of the amended Defense Production Act to 
make a specific finding and certification that their award, or recommended settle 
ment, is consistent with such standards as may be in effect, established by or 
pursuant to law, for the purpose of controlling inflationary tendencies. The 
actions of the Railroad and Airline Wage Board on nondisputed wage or salary 
adjustments must likewise contain a finding and certification of consistency with 
existing stabilization policy. Approval of the Economie Stabilization Adminis 
trator is required in all instances as a prior condition for placing the proposed 
changes in compensation into effect. Except as requested by a disputes board or i 








the Administrator to act in an advisory capacity on stabilization issues, the s 
Railroad and Airline Wage Board is not involved in labor-management ; 
controversies, $ 
4 

Policy regulations and procedures , 
General Railroad and Airline Stabilization Regulation 1 was issued November ; 
27, 1951. The regulation incorporated a number of applicable regulations and 3 
orders of the Wage Stabilization Board and the Salary Stabilization Board. a 
Following a series of conferences with carrier and union representatives during , e 


February 1952 to review Board policies and procedures and consider a future 
course of action, General Railroad and Airline Stabilization Regulation 1 (Re- 
vised) was issued on May 23, 1952. The revised regulation incorporated a numn- 
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ber of additional Wage Stabilization Board and Salary Stabilization Board 
regulations issued in the winter and spring of 1952. 

In addition, the Board issued Wage Adjustment Order No. 2 on June 5, 1952, 
extending blanket authorization to make effective pay increases based upon 

e “pattern” settlements covering railroad operating employees and the Nation's 
trunk-line carriers. This order paralleled a similar order (Wage Adjustment 
Order No. 1) issued by the Economic Stabilization Administrator April 24, 1951, 
pproving the national settlement of the nonoperating railroad employees’ wage 
ase. The Board also issued on May 23, 1952, Railroad and Airline Procedural 
Regulation 1 for the guidance of management and union representatives in the 
two industries subject to the Board's jurisdic tion. During September 1952 the 
Board conducted a series of regional compliance conferences throughout the 
country for the purpose of explaining its regulations and procedures and encour- 
wing compliance with stabilization policies. On the whole, the Board has not 

ountered serious enforcement problems 

The Railroad and Airline Wage Board renders two kinds of “decisions 
ctions on petitions for wage adjustments and rulings or interpretations of its 
regulations. Actions approving, modifying, or denying a proposed increase in 
compensation are issued in letter form signed by the chairman. Those involv- 
ing increases in compensation must likewise be approved by the Economic 
Stabilization Administrator. Interpretations or rulings are issued in response 
to specific requests or inquiries as to whether a proposed wage adjustment is 
permissible under one of the outstanding regulations without prior approval. 
Requests for reconsideration are handled on the basis of such additional facts 
or evidence as are presented in the petition for reconsideration. The concur 
rence of authorized union representatives is required on all petitions where the 
workers involved are represented for collective bargaining purposes by a labor 
organization. All actions and inquiries concerning the Board's work are han 
dled centrally in Washington. No regional offices have been established. The 

tivities of the Board are coordinated with other stabilization agencies and the 

cooperate on problems of Common concern 

Cause activities 

Since it began operations in mid-October 1951 the Board has acted upon 
than 1,000 petitions. These have included major industry-wide cases im 
railroad operating employees and airline pilots, as well as seores of petitions 
from relatively Small rail and air carriers which have sought to institute wage 
changes in conformity with the patterns established by the large trunk-line 
carriers. The Board has concentrated on the expeditious processing of cases 
and has succeeded in reducing a backlog of more than 300 petitions on file when it 
began its work to a current level of less than 100 petitions. 

(Regulations attached will be found in the files of the committee 


GENERAL SERVICES ADMINISTRATION 


GENERAL SERVICES ADMINISTRA 
Washington 25, D. C., Se pte mibe 
Hon. BurNet R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 


Dear SENATOR MAYBANK: In compliance with your request of August 22, 1952, 


fam forwarding herewith a summary of operations of the General Services 


Administration under the Defense Production Act of 1950, as amended, during 
the past year. 
This statement is submitted for publicaiion in the report of the Joint Com- 
mittee on Defense Production to the Congress. 
Sincerely yours, 
Jess LARSON, Administrator 


OPERATIONS OF THE GENERAL SERVICES ADMINISTRATION UNDER THE DEFENSE 
PropucTion Act oF 1950, AS AMENDED, DURING THE YEAR ENpdED AUGUST 31], 
1952 


AUTHORITY AND RESPONSIBILITIES 


Prior to August 28, 1951, the major responsibilities of the General Services 
Administration under the Defense Production Act of 1950, as amended, were 
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those which had been delegated to it under Executive Order 10161, dated Sep 
tember 9, 1950. This order had delegated to GSA responsibility with respect to 
(1) guaranteeing loans to contractors, subcontractors, and others when neces 
sary to expedite production, deliveries, or services under defense contracts: 
(2) purchasing and making commitments to purchase metals, minerals, and 
oher raw materials for Government use or resale; (3) installing additiona) 
equipment, processes, or improvements to facilities owned by the United States 
Government, and installing Government-owned equipment in privately owned in 
dustrial establishments ; and (4) disposing of real or personal property acquired 
under the Defense Production Act of 1950 when it is determined that such prop 
erty is no longer needed for defense. Under Executive Order 10200, dated 
January 3, 1951, which established the Defense Production Administration, th: 
Administrator of General Services had been directed to perform the functions 
delegated to him by Executive Order 10161, pursuant to certification, or subject 
to the approval of the Defense Production Administrator. 

On August 28, 1951, the President issued Executive Order 10281, which cre 
ated the Defense Materials Procurement Agency and delegated to that Agency 
certain authority, including part of the authority which had been delegated to 
the Administrator of General Services by Executive Order 10161, and additional 
authority contained in amendments to the Defense Production Act of 1950 
The authority for disposing of real or personal property acquired under tly 
Defense Production Act, upon determination that it has become surplus to the 
needs of the national defense, was not delegated to DMPA. DMPA was mack 
an additional guaranteeing agency. GSA’s previously assigned authority 
guarantee loans was not affected by this action. DMPA was given responsibility 
with respect to the purchase and making commitments to purchase metals 
minerals, and other materials for Government use and resale, and for installa 
tion of equipment in Government-owned and privately owned plants. It was 
given certain responsibilities, such as that of making subsidy payments, whic! 
had not previously been assigned to GSA. 

GSA continued responsible for claimant agency functions assigned by De- 
partment of Commerce Order No. 127, dated November 20, 1950, and confirmed 
by DPA Order No. 1 of May 24, 1951, and for related functions under NPA 
Delegation 14, as amended, March 6, 1952, with respect to construction of build- 
ings for Government use. On February 7, 1952, GSA was directed, pursuant to 
Defense Manpower Policy No. 4 of the Office of Defense Mobilization to giv: 
preference to surplus labor areas in connection with its procurement of supplies 
and materials for use of Federal departments and agencies. 

Pending organizational implementation of Executive Order 10281, and to as 
sure uninterrupted performance of duties conferred upon the Defense Materials 
Procurement Agency or its Administrator, the latter, on September 14, 1951, dele 
gated the authority contained in the Executive order to each office and agency 
performing as of September 12, 1951, functions pursuant to Executive Orders 
10161 and 10200, as amended or modified, and Executive Order 10281, which were 
the same or substantially similar to functions performed as of September 12 
1951, with certain exceptions. 

After completion of the organization of DMPA, effected in part by transfer of 
funds and personnel from GSA and other agencies, the DMPA gradually uncer 
took performance of certain of its functions, including some activities which 
had been performed in GSA. GSA still performs certain activities under the 
DMPA delegation of September 14. GSA negotiates spot and short-term con- 
tracts for metals, minerals, and other materials under DMPA programs; it ie 
gotiates contracts for the expansion of aluminum production and the disposi 
tion of the resulting product ; it services certain aspects of contracts and admin 
isters procurement programs assigned by DMPA; and it is responsible for in 
spection, transportation, storage, and related functions under these contracts 
and programs, GSA executes machine tool pool order contracts and contracts 
for lease of machines for installation in Government-owned and privately owned 
plants. It performs financial management and other staff services for DMI’A 
Operations of the General Services Administration under the above authorities 
and responsibilities are summarized in the following sections of this report. 


GUARANTY OF LOANS 


The General Services Administration guarantees loans pursuant to section 301 
of the Defense Production Act of 1950, as amended, as implemented by Execu- 
tive Order 10161. Operations are conducted under regulation V of the Board 
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; of Governors of the Federal Reserve System. Loans are guaranteed for the pur- 
i pose of financing any contractor, subcontractor, or other person, in connection 
with operations under Government contracts for the procurement of materials 
or the performance of services for the national defense. 

During the year ending August 31, 1952, GSA guaranteed 16 private loans ag- 
gregating $105,251,000 in order to expedite production and deliveries essential 
to the national defense. Through August 31, 1952, a total of 20 loans, aggregat- 
ing $106,115,400 had been guaranteed. Twelve of the loan guaranties, ageregat- 
ug $22,290,000 were to assist machine-tool manufacturers. The others were 
authorized to expedite production of minerals and metals including tin, tungsten, 
manganese, magnesium, dolomite, and aluminum. Of all the loan guaranties 
authorized, approximately 21 percent by value and 70 percent by number were 
for working-capital purposes, and the remainder for new construction or ex- 
pansion of productive facilities. These data include loans guaranteed by DMPA 
hut processed on its behalf by GSA. 


*ROCUREMENT OF METALS, MINERALS, AND OTHER MATERIALS FOR GOVERNMENT USE 
OR RESALE 


GSA administers the open-market purchase programs conducted under the 
commodity expansion programs of DMPA. It negotiates individual purchase 
contracts under some DMPA programs. GSA performs certain udministrative 
activities under the Government’s aluminum expansion program, which is 
directed by DPA. Purchase contracts negotiated by DMPA are assigned after 
execution to GSA for servicing. 

During the past year GSA continued to purchase foreign tungsten for Govern- 

ent use and resale to industry. It operated depots in the United States for 
the purchase of domestically produced mica, manganese, and tungsten. Pur- 
chase programs involving lead, foreign mica, and columbium-tantalum were 
undertaken during the year. It administered the program for reactivation of 
Government-owned facilities for production of magnesium and nickel. The 
rubber purchase program was brought to a successful conclusion. 

Rubber program 

GSA became the exclusive United States purchaser and importer of crude 
natural rubber and natural rubber latex on December 29, 1950. The necessity 
for the rubber purchase program was certified by NPA on December 21, 1950. 
(in December 29, 1950, NPA Order M-—2 was amended to prohibit imports by any 
person other than the Administrator of General Services. 

The program was undertaken to reduce prices through elimination of competi- 
tion among United States purchasers and thereby assure the flow of natural 
rubber to this country. Prior to initiation of the program the price reached a 
high point of 81 cents per pound. The initial price established by GSA for resale 
to industry was 66 cents per pound. As world prices declined the resale price 

as reduced to 52 cents on June 1, 1951, to 5014 cents on February 1, 1952, to 
S14 cents on March 1, 1952, and to 38 cents on June 1, 1952. The Government 
surrendered its exclusive import authority over crude natural rubber on June 30, 
1952. Exelusive authority with respect to natural liquid latex will be relin- 
quished upon disposal of GSA stocks. 

During the 18-month period of exclusive public purchasing, more than 1,030,000 
ong tons of crude natural rubber were acquired by GSA. Purchases were made 
from established dealers who operate in all world rubber markets and through 
rubber manufacturing companies, acting as agents of the Government which own 
and operate their own facilities in rubber-producing areas. Sales to industry 
vere made in accordance with allocations by the National Production Authority 
fungsten program 

The purchase and resale of foreign tungsten, including ores and concentrates, 
vas undertaken by GSA pursuant to DPA certification on March 5, 1951. As of 
\ugust 31, 1952, total purchases and commitments to purchase foreign tungsten 
under the Defense Production Act covered 2.8 million short-ton units (tungsten 
inetal content). As of that date, more than 155,000 short-ton units had been sold 
to industry. 

The domestic tungsten purchase program was undertaken pursuant to DPA 
authorization dated March 30, 1951. Under this program, established to en- 
courage expansion of domestic mining operations, GSA undertook to purchase 
ungsten concentrates at a base price of $63 per short-ton unit of conteined 
tungsten trioxide (WO,). The program is to terminate when 3 million short-ton 
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units of tungsten concentrates have been delivered to and accepted by the Ge 
ernment or on July 1, 1956, whichever first occurs. As of August $1, 1952, a 
tetal of 37,144 short-ton units of tungsten concentrates representing approx 
mately 589,000 pounds of tungsten metal, had been delivered to the Government, 


Manganese program 

Purchase of manganese ore of domestic origin by GSA at Deming, N. Mex., wa: 
authorized by DPA on June 21, 1951. On June 27, 1951, GSA was authorized 
to purchase also at Butte and at Vhilipsburg, Mont. Purchase depots have bee1 
established at each of the three locations, Operations are to continue unt 
6 million contained long-ton units of manganese are delivered at each dep 
er until June 30, 1956, whichever first occurs. Prices paid depend upon thi 
manganese content of the ore delivered. As of August 31, 1952, a total of 6,821 
long tons of ore had been accepted at Deming, 2,048 at Butte, and 440 at Philips 
burg. 

In June 1952, provision was made for establishment of a purchase depot 
Wenden, Ariz. This was to begin operations in September 1052 

A program under which the Government will buy carload lots of acceptable 
manganese ores or concentrates from small domestic producers at rail points 
throughout the United States was delegated to the GSA by DMPA on July 7, 1952 
This program is to terminate on* June 30, 1956, or sooner upon delivery 
1% million long-dry-ton units. Small producers are defined as those whose 
domestic output is less than 10,000 long dry tons of Manganese per year. The 
base price to be paid is $2.30 per long-dry-ton unit for material containing 48 yx 
cent manganese. This price is subject to penalties and premiums based on 
analysis of ore delivered. The first ore was delivered under this program 
September 1952, 


Mica program 

A DMPA program for the purchase of domestic hand-cobbed muscovite ruby 
erude mica and processed muscovite ruby block and mica film, for Government 
use or resale, Was delegated to GSA on March 12, 1952. Purchase depots have 
been established at Franklin, N. H.; Spruce Pine, N. C.; and Custer, 8. Dak 
As of August 31, 1952, the equivalent of 10 short tons of hand-cobbed mica had 
been purchased, The domestic mica purchase program will continue until Jun 
80, 1996, or when the equivalent of 25,000 short tons of hand-cobbed mica has 
been purchased. 

GSA has continued to perform the actual procurement operations under the 
foreign mica purchase program, administration of which had previously beer 
assigned by DPA. As of August 31, 1952, GSA had negotiated contracts with 1 
United States importers for the purchase of Brazilian and Indian mica. These 
contracts provide for the delivery of a maximum quantity of approximately 5/ 
million pounds of muscovite block and film mica over a 3-year period. 


Magnesium, nickel, and graphite 


Six of the seven Government-owned magnesium plants, held in the nationa 
industrial reserve, have been reactivated under the direction of GSA and are 
now operating at full capacity. The other magnesium facility is being maintained 
in a high state of readiness in the event that its capacity should be required 

The Government-owned nickel plant at Nicaro, Cuba, has also been reactivated 
Production started on January 31, 1952, and reached capacity levels in mid-July 
Recent production figures indicate that the plant is now producing more efficient!) 
than when operated during World War II. Research is under way on processes 
designed to recover a greater amount of nickel and also the cobalt and other 
metals present in the ore, 

A contract has been awarded for reactivation of the former Benjamin Franklin 
graphite plant at Chester Springs, Pa. Under present plans, production wil 
start by the end of 1952. 


Tin program 


The necessity for purchase and commitments to purchase tin for Governmen 
use and resale was certified to GSA on February 8, 1951.) Authority to purchase 
tin was delegated to the Reconstruction Finance Corporation as of March 5, 1951 
REC was designated sole United States importer of pig tin under amendment 2, 
dated March 12, 1951, of NPA Order M-S. On August 1, 1952, NPA announced 
that the Government would no longer act as exclusive importer of tin, effective 
that date. 
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{iuminum program 


Pursuant to certification of the Defense Production Administration the 
‘al Services Administration has entered into formal contracts with the 
iinum Co. of America (contract executed October 19, 1951) and the Kaiser 

minum & Chemical Corp. (contract executed December 7, 1951, as of No- 
ber 6, 1951), and a letter contract with the Reynolds Metals Co. (effective 

vember 9, 1951), providing for the production and sale of primary aluminum 

m additional facilities to be constructed by these companies. The production 

itemplated in each case is to be completed within a period of 6 years after 
pletion of the additional facilities, but in no event later than June 30, 1959 

e Government has first call on all production during the term of each con 


{ t. The contracts guarantee the disposition of the specified output of the 
additional facilities by committing the Government to take such production as 
not he disposed of by sale to the Government, sale to industry, or consump- 
by the producers themselves. Provision is made for supplying aluminum to 
nintegrated users, both during the contract pericd and for a term of 15 years 
thereafter. The letter contract with Reynolds Metals Co., referred to above, will 
superseded by a formal contract with both the Reynolds Metals Co. and the 
Reynolds Reduction Co., a wholly owned subsidiary. Reynolds Reduction Co 
is to construct the additional facilities with the proceeds of a loan of $76,750,- 
Qo, which is to be guaranteed by the Government. 
The additional aluminum reduction facilities to be constructed under the 
contracts are as follows: 
a) Aluminum Co, of America—an aluminum reduction plant, annual capacity 
85,00) tons, at Rockdale, Tex 
(0) Kaiser Aluminum & Chemical Corp.—four additional potlines with ag- 
gregate annual capacity of 100,000 short tons, adjacent to the company’s re 
duction plant at New Orleans (Chalmette), La. ; 
(ey) (1) Reynolds Metals Co nerease of capacity of 5,000 tons per year at the 


company’s reduction plant at Corpus Christi, Tex.; (2) Reynolds Reduction Co 


an aluminum reduction plant, annual capacity 55,000 tons, at Arkadelphia, Ark. 

The total capacity of these new facilities will be 245,000 short tons per year 

Pursuant to certification by the Defense Production Administration, the Gen 
eral Services Administration entered into a letter contract with Kaiser Aluminum 
& Chemical Corp., effeetive April 21, 1952, whereby Kaiser will operate the above- 
mentioned additional facilities at Chalmette with purchased power, pending the 
completion of its own generating facilities. It was estimated that approximately 
oo VK) short tons would be produced through October 31, 1953, while the facilities 
were operated with purchased power, and also, that as a result of using pur 
chased power for the period of initial operation (before capacity production ean 

» reached), an additional 13,000 tons would be produced by Company-generated 
power that would otherwise be required in “starting-up” the facilities Under 
the contract the Government will purchase the aluminum produced while the 
potlines are being operated by purchased power and will assume the cost of such 
power in excess of 4 mills per kilowatt-hour. 

rhe following letter contracts providing for increase in capacity at existing 
reduction plants have also been entered into: 

(a) Kaiser Aluminum & Chemical Corp. (2 contracts).—The first contract, 
effective October 31, 1951, provides for an additional potline at the company’s 
Spokane (Mead), Wash., reduction plant, increasing the capacity by 20,000 tons 
per year, beginning not later than October 31, 1952. Under the contract the 
Government guarantees the disposition of 100,000 tons during the 5-year period 
following completion of construction, and has first call on such preduction. Pro 

sion is also made for supplying nonintegrated users during the contract term 
ind 15 years thereafter. The second, effective February 28, 1952, provides for 
(ditions to and changes in the company’s Tacoma, Wash., reduction plant, in- 
creasing the capacity by 8,200 tons per year. The contract covers 41,000 tons 
over a 5-year period beginning not later than Angust 51, 1952, upon the same 
terms and conditions outlined above in connection with the additional potline 
af the Mead plant. 

(b) Reynolds Metals Co.—This contract, effective September 26, 1951, provides 
for enlarged pots at the company’s reduction plant at Longview, Wash., to in 
crease the capacity by 20,000 tons per year. The Government agrees to purchase 
100,000 tons over a 5-year period, beginning not later than September 26, 1952. 
Provision is made for an advance to the company of not more than $12,000,000 
for construction costs, repayment to be accomplished by deductions from the 
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purchase price of aluminum produced. Provision is made for supplying non- 
integrated users for 15 years after the term of the contract. 
Other mineral programs 

GSA has been given responsibilities in connection with procurement of lead, 
columbium-tantalum ores, and other metals. 

The Emergency Procurement Service of GSA was recently named as one of 
several purchasing agents under the DMPA program for procurement of colum- 
bium-tantalum ores and concentrates. The program offers an incentive bonus of 
100 percent of the base price to actual producers, domestic and foreign. 

During recent months, GSA has been purchasing lead under the DMPA pro 
gram for acquisition of 30,000 tons during 1952 to assure availability of the 
metal for defense and other essential uses. Lead purchased under the program 
is being held in reserve for resale to industry as needed. At the end of 152, 
any lead remaining in the reserve will be turned over to the national stockpile 


In addition to materials mentioned above, GSA has purchased quantities of 


copper, fluorspar, nonferrous scrap, and titanium for Government use or resale 
Machine tool program 

Under a program initiated by NPA in January 1951, GSA executes contracts 
with qualified producers of machine tools whereby they apply orders received 
from users against GSA’s purchase orders. Pool order contracts are based upon 
recommendations of NPA as to the size, type, and quantity of item. GSA agrees 
to buy machine tools which have not been disposed of at the time of their com 
pletion at the producer's sales price less 1744 percent, the estimated selling 
expense and profit of the producer. 

Through August 31, 1952, the General Services Administration had negotiated 
113 machine tool pool order contracts and amendments covering 93,022 tools wit! 
a gross value of $1,316,197,053.04. One year earlier GSA had executed 21 con 
tracts covering 6,346 tools with a gross value of $84,700,000. 

As of August 31, 1952, shipments had been made of 34,897 tools valued at 
$376,207,638.15. <A total of 58,118 tools valued at $939,876,006.89 were still 
under contract. Only 7 machine tools, valued at $13,408 have been purchased 
by GSA. These tools continue available for sale by the Government or by th 
producer to qualified users at the current net market price of the producer, and 
for installation in Government-owned or privately owned plants. 

GSA assists in the production of machine tools also through guaranty 
private loans, through advances under pool order contracts, and through leasing 
of productive machinery and equipment. 

Through August 31, 1952, GSA had authorized guaranty of 12 loans, involving 
credits of $22,220,000 for the account of producers of machine tools. Two of 
these loans, in the amount of $530,000 were for facilities expansion and the re 
mainder to provide needed working capital. 

Through August 31, 1952, a total of 34 advances in the amount of $71,546.76 
had been authorized to provide working capital to machine-tool producers haying 
pool-order contracts. These advances, limited to 30 percent of the amount of the 
contract, are authorized if the manufacturer is unable to obtain private financing 
at reasonable terms, with or without a Government guaranty. 

In its Progress Report No. 13 dated January 25, 1952, relating to machine too!s 
the Joint Committee on Defense Production suggested, with respect to thos 
phases of the machine-tool program for which the General Services Administra 
tion has responsibility, that consideration be given to- 


‘ 


if) 


“1. Modifying the 4-percent interest rate now charged on the 30-percent 
advance payments extended under the pool-order contracts either throuz! 
elimination of the charge or modification of the price regulation to permit 
this interest as an element of cost. 

“2. Extending the same margin of profit on uncompleted tools in event of 
termination as applies on completed tools under the pool-order contracts.” 


With respect to suggestion No. 1 quoted above, as was pointed out in our 
report dated December 12, 1951, to the joint committee, it is the view of thi 
General Services Administration that advancing working capital to machine-t 
producers without interest, if not clearly prohibited by the provisions of the 
Defense Production Act of 1950, as amended, is at least contrary to the poli: 
of Congress as declared in section 2 thereof. The matter of modifying the cei 
iug-price regulations so as to permit the producers to pass the interest rate o! 
working-capital advances along to the users as a part of the cost of producing 
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the tool was taken up with the Office of Price Stabilization by General Services 
\dministration letter of September 27, 1951. By reply dated October 29, 1951, 
the Office of Price Stabilization declined to permit such modification. In any 
event, however, and particularly in view of the simplified arrangements worked 
out between this Administration and other interested Government agencies for 
yaranteeing loans under regulation V of the Board of Governors of the Federal 
Reserve System, it is our feeling that the interest charge on working-cayital ad 
vances has had no retarding effect upon the production of machine tools. 

With respect to suggestion No. 2 quoted above, the matter of interagency co 
operation With the machine-tool producers in an effort to arrive at mutually satis 
factory termination settlement terms and conditions is still under active consid 
eration. While not yet implemented, the General Services Administration has 
decided to adopt termination settlement terms and conditions as nearly in accord 
with those utilized by the Department of Defense as is possible. Among such 
terms and conditions is included one which provides for the payment by General 
Services Administration of a reasonable profit on work in process which at the 
time of termination is covered by the pool contract and not the subject of a firm 
order from a user of the particular machine tool involved. The implementation 
of this modification of the machine-tool contract, among several others, is antici 
pated at an early date. 


INSTALLATION OF EQUIPMENT 


With respect to installation of equipment in Government-owned and privately 
owned plants, GSA has assisted in provision of equipment to producers of 
machine tools. Agreements have been negotiated with producers of machine 
tools whereby machinery and equipment is acquired by the companies for account 
of the Government and is leased to the companies for installation and use in 
machine-tool production. 

During the year ending August 31, 1952, GSA entered into 90 lease contracts 
covering 2,925 tools valued at $36,463,450. <A total of 1,090 tools valued at 
$9,047,652.75 have been delivered to lessees. 


CLAIMANT AGENCY PROGRAM 


The Administrator of General Services acts as claimant before DPA with 
espect to needs of Federal agencies, not covered otherwise, for controlled 

aterials for Federal construction and for Common-use items listed in the GSA 
Stores Stock Catalog and procured under Federal Supply Schedule contracts, or 
otherwise designated as common-use items by the Administrator. This function 
is performed pursuant to DPA Order No. 1, dated May 24, 1951, which superseded 
Department of Commerce Order No. 127, dated November 20, 1950. 

Each quarter, GSA prepares and justifies estimates of annual requirements 
for controlled materials by the departments and agencies, and receives allotments 
for distribution. Allotments of steel for the last fiscal year included 104,309 
tons of carbon steel, 21,378 tons of plate steel, 18.314 tons of structural steel, 
“33 tons of alloy steel, and 2,331,860 pounds of stainless steel. Allotments of 
other materials included 4,137,000 pounds of brass-mill copper, 2,461,000 pounds 
ff wire-mill copper, 267,540 pounds of foundry copper, and 546,600 pounds of 
‘uminum. 

During the past year GSA assumed responsibilities under NVA Delegation 14, 
s amended March 6, 1952, with respect to buildings and facilities constructed by 
private interests and capital, where a predominant portion is designed and 

ended to be used, under lease for extended periods, by Federal agencies. It 
acted also as Claimant for the legislative branch of the Government with respect 
to the Capitol buildings, and grounds under supervision of the Architect of the 
Capitol, and the domestic portion of the Voice of America proxram of the 
Department of State. 


PROCUREMENT NEGOTIATED FOR THE BENEFIT OF SPECIFIED SURPLUS LABOR AREAS 


Defense manpower policy No. 4, issued by the Office of Defense Mobilization 
on February 7, 1952, requires the General Services Administration and the 
Department of Defense to channel Government contracts into specified surplus 
labor areas in order to relieve unemployment and to further the efficient use of 
luanpower in the interest of defense mobilization. Accordingly, contracting 
otticers of GSA have been directed to negotiate without formal advertising all 
contracts (with certain specified classes of contracts being excepted) expected 
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to be in the amount of $25,000 or more. This action was taken under provisior 
of section 302 (c) (1), Public Law 152, Eighty-tirst Congress, as amended, 
Under the GSA program, effective in April 1952, preference is granted to bidders 
in specified surplus-labor areas who match the original low bids from firms ir 
other areas, provided that concerns within specified surplus-labor areas which 
are not small-business concerns do not receive preference over stiall-business 


concerns outside such areas. Small-business concerns within such areas receive 
preference over small-business concerns outside such areas, 

All reasonable efforts are made to reach the maximum number of surplus 
labor-area bidders wit! announcements of planned procurement. Copies of 
invitations to bid, for example, are distributed by each of the 10 GSA regiona 
offices to all other regional offices of the agency, to the Department of Commerce 
for further distribution to surplus-labor-area bidders throughout the Nat 
and to all qualified bidders retained on the extensive mailing lists in each regiol 
otlice. Bid acceptance dates are extended, where feasible, to allow for receipts 
of bids from potential suppliers in all surplus-labor areas. 

During the 5-month period ending August 31, 1952, GSA negotiated 352 con 
tracts under this program for goods and services costing $24.6 million. Ninety 
two of the contracts resulted in $2.8 million of procurement beneficial to surplus 
labor areas. Firms in surplus-labor areas did not have the types of facilities 
needed to handle much of procurement negotiated since establishment of 
; roy 





am. 


DISPOSAL OF SURPLUS PROPERTY 


Since no real or personal property acquired under the Defense Production Act 
of 1950, as amended, has been reported as surplus to the needs of the nationa 
defense, no action has been taken under the authority delegated to the Ad 
istrator of General Services in section 201 (b) of Executive Order 10161. 


BUSINESS ADVISORY COMITTEE 


Only one business advisory committee has been formatly established by the 
General Services Administration in connection with its operations under the 
Defense Production Act. This committee was established in 1951 for advice 
and assistance relative to the rubber programs. Since GSA control of imports 
of crude natural rubber came to an end on June 30, 1952, the committee has bee 
dissolved. 

The advice of industry has been solicited informally in connection with other 
prosrams., ; 

In seeking industry advice GSA has complied with requirements contained it 
section TOL of the Defense Production Act and with standards prescribed by 1 
Department of Justice to minimize the possibility of violation of antitrust laws 


PERSON NEL 


As of August 31, 1952, 477 persons were employed in activities under the 
Defense Production Act. Of this number, 354 were assigned to the centra 
office and 125 were assigned to regional offices. 


DEPARTMENT OF DEFENSE 


MUNITIONS Boarp, 
Washington, D. C., September 22, 1952 
Hon. BURNET R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 

Dear SENATOR MAYBANK: As requested in your letter of August 22, 1962 
there is enclosed herewith a summary of activities performed by the Depart 
ment of Defense under the Defense Production Act of 1950 during the period 
October 1, 1951, through August 1, 1952. 

Sincerely yours, 
J.C. Houston, Jr., 
Acting Chairman. 
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[NFORMATION FOR THE ANNUAL REPORT OF THE JOINT COMMITTEE ON DEFENSE 
PRODUCTION TO THE CONGRESS 


The following programs and related activities were conducted by the Depart- 
ment of Defense (DOD) during the period October 1, 1951, through August 31, 
1952, under authority of the Defense Production Act of 1950, as amended: 

Priorities and allocations. 
Loans and amortization: 
(a) Certificates of necessity. 
(6) Guaranteed loans. 
(c) Direct Government loans (RFC). 
(d) Utilization and improvement of existing production capacity. 
Certification of critical defense-housing areas. 
Industry advisory committees. 
Industry integration committees, 
Small business. 


PRIORITIES AND ALLOCATIONS 


Authority.—tTitle I of the Defense Production Act of 1950, as amended, and 
lelegation 1, issued by the NPA under Executive Orders 10161 and 10200, con- 
tinued to provide the authority for Department of Defense participation in the 
priorities and allocations program, in conformance with NPA orders and regu- 
lations. 

Summary of activities—DOD exercise of delegated priorities and allocations 
authority involves: (1) Assigning DO preference ratings to military contracts 
or orders; (2) making allotments of controlled materials and placing of author- 
zed controlled material orders for production materials and construction within 
allotment limitations; (3) maintaining CMP accounting controls and making 
monthly reports to DPA on use of DOD allotment authority; (4) using special 
distribution controls, such as for columbium bearing steel for the aircraft pro- 
gram; (5) obtaining special priorities assistance for contractors of DOD who 
have difficulty in the procurement of materials and components, operating sup- 
plies, equipment, and facilities expansion; (6) auditing priorities and allocations 
activities of military and selected DOD contractor installations for compliance 
with DOD policies and instructions, together with NPA orders and regulations; 
and (7) making use of emergency priorities procedures to support military pro- 
duction during and after the recent steel strike. 

The Munitions Bourd (1) acts as the claimant agency for DOD on all matters 
pertaining to controlled and critical materials; (2) assists the control agencies 
n the preparation and implementation of policies and procedures covering re- 
quirements and production matters; (3) issues requirements calls to the military 
departments and associated agencies for the computation of requirements for 
‘ontrolled and eritical materials; (4) reviews and consolidates the requirements 
for submission to DPA; (5) defends the requirements before the various com- 
mittees of DPA; (6) furnishes DOD representation on such committees; (7) dis- 
tributes to the military departments and associated agencies the material alloca- 
tions granted by DPA; (8) processes appeals for additional materials; (9) main- 
tains close supervision over the allocations of materials to the Departments ; and 
(10) arranges for transfers and adjustments of materials between departments 
and programs, and makes returns to DPA of excess material allocations. 

DOD participation in the priorities and allocations program consisted in collabo- 
rating with DPA and NPA in development or modification of policies, orders, 
regulations, and procedures; in exercising the delegated authority to support 
inilitary requirements, in accordance with their relative military urgencies, and 
n numerous allied activities carried on in connection with the operation of the 
program. 

Personnel.—In the great majority of cases, DOD personnel working on fune- 
tions connected with the Defense Production Act also performed collateral duties 
not directly assignable to the act. This fact must be taken into consideration in 
any attempt specifically to state the number of employees engaged in programs 
under the act. 

\pproximately 177 military and 689 civilian employees were involved in the 
priorities and allocations program. 

\ecomplishments.—Allied activities with NPA and DPA have resulted in: 

(1) issuance of a DOD Priorities and Allocations Manual, by the Munitions 
Board, as the official instrument for distribution of instructions, policies, and 


, 


procedures to carry out the DOD responsibilities under this authority; (2) 
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provision of priorities support for class B product producers supplying B products 
for military and AEC programs by authorizing them to use the extendible B5 
suffix with rating and allotment numbers, so that orders so identified now have 
the same preferential status as military and AEC orders; (3) provision of 
special priorities assistance for military orders during the recent steel strike by 
increased allocations of controlled materials to NPA industry divisions, by ear 
marking interim supplemental allocations to an NPA industry division for a 
particular producer, or by making additional allocations of controlled materials 
available to an NPA industry division; (4) development of a master preference 
list of DOD contractors as a permanent solution of matching machine-tool de 
eries to the needs of military production programs and guidance for NPA in 
determining the sequence of scheduling purchase orders for delivery as between 
service purchases within each service group; (5) development of a new proced 
for improving delivery of machine tools permitting greater scope of operation 
and more responsibility to the departments for eliminating unjustified expediting 
requests at lower levels; (6) establishment of a production equipment cent: 
inventory, administered by NPA, to assure that Government-owned, idle machin 
tools and certain equipment currently required in military production progran 
are used before orders are placed for new machines; (7) working procedures tor 
reconciling the United Kingdom claim for their superpriority tools with those 
DOD top urgency items; (8) analysis of methods of distributing materials amoung 
component product codes to obtain better distribution ; (9) development of better 
scheduling procedures for electrical and mechanical components to avoid conflict 
of AEC and military programs, as well as those of the Defense Electric Power 
Administration and Petroleum Administration for Defense; (10) rescheduling, 
where necessary, deliveries of components by manufacturers in accordance with 
military urgencies; (11) publication of minimum delivery times of critical com 
ponents and class B products to aid military procurement offices and prime 
contractors in scheduling deliveries ; (12) evaluation of methods of getting more 
accurate requirements data for components and class B products; (13) reduction 
in administrative costs of the priorities and allocations program by use of 
simplified procedures. 

During the period covered by this report, 9,718 cases were processed for 
assistance in obtaining critical materials affecting DOD procurement contracts 
and for assistance in obtaining power generators, industrial equipment, ele 
tronics equipment, and apparatus necessary to go into facilities expansion. 

Necd for continuing.—The DOD position with respect to the future status of 
the program is that adequate priorities and allocation controls should be 
retained to: (1) assure full support of DOD production, construction, and pro- 
curement programs, fulfilling of stockpile objectives, and support of comparable 
programs of friendly foreign nations determined eligible for parity treatment 
with United States military programs; (2) retain operating procedures and 
facilities in Government and industry to permit rapid application of full mobili- 
zation controls as and if needed; (3) assure continuing the flow of essential 
information between industry and Government and within Government to make 
possible conversion and redirection of civilian production and distribution to 
meet any sudden increase in the size and rate of military programs that may 
occur, 


LOANS AND AMORTIZATION 


(a) Certificates of necessity 

Authority —Under Executive Order 10200 and section 124A of the Internal 
Revenue Code and title III of the Defense Production Act of 1950, the DOD par- 
ticipates in the tax-amortization program by commenting on applications for 
certificates of necessity to expand industrial capacity. 

Summary of activities—The DOD handled approximately 2,828 applications 
for certificates of necessity, i. e., Army, 800; Navy, 637; Air Force, 1,038; and 
Munitions Board, 353. 

Effectiveness and need for continuing.—The granting of certificates of necessity 
for tax amortization has been a valuable method of getting industrial support of 
requirements. 


(b) Guaranteed loans 


Authority.—The participation of DOD in the guaranteed-loans program stems 
from title IIT, section 301, of the Defense Production Act of 1950 and authority 
delegated to the military departments by Executive Order 10161. 
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Summary of activities 


Amount of loans 








Number 
Amount of 

Total guaranty 
ns pending as of Sept. 30, 1951 69 $53, 398, 000 $43, 639, 700 00 
ms received Oct. 1, 1951-Aug. 31, 1952 $21 786, O80, 225 633, 312, 522. £0 
tal = a . “ 4) S39, 478, 225 476, 952, 222. 50 
4 j i = 47 760, 909, 375 a) 
disapproved, ineligible, et« ; 113 1, 036, £50 00 
is of Aug, 31, 1952 ies z a 0 27, 442, 000 00 
Oi csease 190 839, 478, 225 | 676, 952, 222. 50 

Num ber Number 

Size of loans authorized Size of loans authorized 
s ind under _. 4 $2,500,001 to $5,000,000 24 
$ to $25,000... at 6 $5,000,001 to $10,000,000 6 
$. to $50,000. _- , 19 $10,000,001 to $15,000,000 i 7 
ay to $100,000. _. 39 $15,000,001 to $50,000,000 s 
1K to $300,000. _. “ 78 Over $50,000,000 = 1 

s to $500,000 _ .. : 49 — - 
1 to $1,000,000_.. : 55 Total. os 47 

(01 to $2,500,000. : 7 5l 


Effectiveness.—The guaranteed loans program provides required working 
capital for the performance of defense contracts and its continuation is considered 
essential for this purpose. 


Direct Government loans (RFC) 


luthority.—The DOD, upon request of DPA or the delegate agencies, comments 
on applications for direct Government loans (RFC) as provided for in title III, 
section 302 of the Defense Production Act of 1950, as amended, and Executive 
Order 10200. 

Summary of activities —The DOD, handled 288 loans agsregating $395,454,374. 

Effectiveness and need for continuing.—These loans provide an incentive, be- 
ond rapid tax amortization, to essential industrial expansion by those members 
of private industry who are unable to obtain the necessary financing from other 
thun Government sources. 


d) Utilization and improvement of existing production capacity 

{uthority—DOD activities related to title III also included development and 
use of methods and procedures to utilize and improve existing production capacity 
rather than to expand it. 

Summary of activities ——These activities involved: (1) notifying NPA of the 
funds to be expended for machine tools from January 1952 to July 1953 to guide 
that agency in planning for machine-tool production; (2) working with NPA 
to prevent or break bottlenecks by developing maximum production and utiliza- 
tion of specific machine tools or other production equipment needed at various 
times by defense contractors; (3) recommending to ODM establishment of a 
stockpile of machine tools; (4) continuing review of pool ordering and consid- 
eration of the possibility of reducing it; and (5) conserving materials by sub- 
Stituting less critical materials, and standardization of types, design, production, 
use, testing, and packaging. 

Personnel.—Approximately 34 military and 107 civilian employees performed 
functions under the loans and amortization program. As previously mentioned, 
some of these personnel also performed collateral duties not directly assignable 
to the act. 


CERTIFICATION OF CRITICAL DEFENSE HOUSING AREAS 


{uthority.—Under title II, section 203, of Public Law 96 (82d Cong., 1st sess.) 
and Public Law 429 (82d Cong., 2d sess.) which amended and extended the 
Defense Production Act of 1950 and the Housing and Rent Act of 1947, as 
amended, the Secretary of Defense and the Director of Defense Mobilization, 
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acting jointly, are authorized to certify any area to be a critical defense housing 
area which required Federal rent control. Acting under delegation from thy 
Secretary of Defense and under Defense Mobilization Orders No. 12 and No. 26 
the Armed Forces Housing Agency has participated in the determination of 
critical defense housing areas by representing the DOD on the interagency 
committee established for that purpose. 

Summary of activities —To date, 401 cases have been docketed for considers 
tion by the committee. Of these, 251 cases involve 311 major military insta 
tions and 150 cases involve areas covering essential industrial activities. Ren 
stabilization has been recommended for 123 areas (98 military and 25 industrial 
Of the remaining 278 cases, 217 were found not meeting criteria for rent controls 
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and 61 cases are pending. 

All of the 128 areas certified for rent control were also certified as critica 
areas under Public Law 139 to provide construction aids for defense housing and 
community facilities. In addition, 79 other areas (25 industrial and 54 military 
have been certified to date under Public Law 139; 638 of these areas did not meet 
criteria with respect to rent increases under Public Law 96 while the remaining 
16 are currently under study to determine whether the requirements of law ar 
met for the establishment of rent controls. 

In the determination and certification of critical areas, cooperative operations 
involving a full exchange of information relative to housing supply and demand 
rental conditions, industrial employment, community facilities, and military 
personnel strengths, have been carred on with the Housing and Home Financ 
Agency, the Office of Rent Stabilization, the Department of Labor (Bureau of 
Employment Security), and the Federal Security Agency. 

Effectiveness —Of the 128 areas certified to date, comprehensive Federal 1 
controls have been established in 117 by the Office of Rent Stabilization, adminis 
trative preparations for establishing rent stabilization are in process in 5 
areas, and in 1 area certification has been revoked. Of the 117 areas in whic! 
rent controls have been established, 22 are principally industrial while 95 have 
military installations as the sole or major source of defense activity. 

Public Law 96 makes provision for the removal of rent controls by local option 
Under this provision, decontrol has been accomplished in portions of 18 area 
(11 military and 2 industrial) and in 8 of the military areas the Office 
Rent Stabilization has effected complete removal of rent controls by decontro 
those portions not affected by local option decontrol. 

Inasmuch as Publie Law 96 provides rent control for the protection of milit 
personnel and civilian defense workers pending alleviation of housing shortages 
in critical areas, a review of accomplishments under the construction-aids pro\ 
sions of Public Law 139 is pertinent to a study of the effectiveness of the progra 
A total of 88.450 family housing units have been programed to date by the Hous 
55,750 of these units are in areas of predor 
review of thé 


nt 


ne 


ing and Home Finance Agency ; 
nantly military activity, while 32,700 are in industrial areas. <A 
accomplishments under these programs reveals that of the 88,450 units program: 
during the past 10 months, 27,000, or 30 percent, have been started and on 
10,700, or 12 percent, have been completed. With respect to sales units, of whi 
23,300 have been programed, 85 percent have been started and nearly 17 per 
cent have been completed, but among the 65,150 rental units, which are 
adaptable to use by military personnel, 29 percent have been started and only 
10.5 percent have been completed. However, units shonld be completed a 
increasing rate during the next few months and additional aids under the Feder 
National Mortgage Association should enable the starting of many more units s9 
that greater accomplishment may be expected during the coming year. 

Personnel.—There were approximately 3 military and 15 civilian employees 
assigned to the certification of critical housing areas program, 

Need for continuing.—The fact that most of the extremely acute situations 
arising from substantial expansion of military activities in small or isolated 
areas have been certified indicates that the need for aid and protection in t! 
sphere of application of the law has been largely met. Further support of t 
indication is provided by the fact that most of the cases now under considerat 
involve very diverse industrial complexes, with military installations comprising 
only a minor part of the defense activity. However, the removal of limited ret 
controls on September 380, 1952, as provided by Public Law 429, may result i 
excessive rent increases in additional localities of both military and industri: 
interest and thereby may require further certification of critical defense housin¢ 
areas under Public Law 96, 
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INDUSTRY ADVISORY COMMITTEES 


{uthority.—While the DOD advisory committees are established pursuant to 
other specific statutory authority, such as the National Security Act, the Stra- 
egie and Critical Materials Stockpile Act, and the National Industrial Reserve 





Act, DOD procedures governing the operation of advisory commit s comply 

h the principle promulgated by the Attorney General pursuant to section 701 

of the Defense Production Act, which applies to the operation of all Government 
try advisory committees, 

Present status of IBIAC'’s.—At present some 400 industry representatives are 


g on 12 MB industry advisory committees and 24 subcommittees. This 
sents a drop in the number of industry advisory groups earlier reported. 






ince then, the ME, after a survey of ifs Committee system, dissolved 15 main 
I ittees and 35 subcommittees M st of the grou s dissolved were those whose 
ership and purpose closely paralleled that of the industry advisory commit 


: established by the agencies operating under the Defense Production Act of 


teragency use of IAC’s and effectiveness of TAC system The MB practice 
nviting NPA representatives to attend committee meetings, when the subject 
matter slated for discussion is of particular interest to that agency, has continued. 
Through its close liaison relationship with NPA, which has established a consid 
erable number of industry advisory groups, the MB has been able to get needed 
vice from the industry groups now assisting those agencies. Mutual coopera- 
nin this area between the two agencies has brought to each the benefit of the 
advice and recommendations of their respective industry advisory groups 


INDUSTRY INTEGRATION COMMITTEES 


Pursuant to the voluntary agreements provisions contained in section TOS of 
the Defense Production Act, the Department of the Army has obtained through 
the Defense Production Administration the Attorney General's approval of plans 

| regulations for 7 additional industry integration Committees making a total 
of 24 committees now in active operation. The Army has published regulations 
governing industry advisory committees and a considerable number of such com- 

ittees have been organized pursuant thereto. These integration and advisory 
ommittees have proved to be of inestimable value to the production and procure- 
ment programs of the Department of the Army as a medium through which 

ustry has generously contributed its research, development, and productive 
know-how for defense. 








) 


SMALL BUSINESS ACTIVITIES 


juthority.—To meet the requirements of the Defense Production Act relating 
to small business, DOD cooperated with the Small Defense Plants Administra- 
tion in developing interagency methods. This policy embraces the operations of 
SDPA within DOD at procurement levels, and has been implemented by depart- 
mental procedures. 

Summary of activities —During fiscal year 1952. the Department of the Army 
awarded 1,162,101 contracts amounting to $3,959,929,200 to small business con- 
cerns. The percentage of contracts awarded to small business was 76.5 percent 
of the total awarded, and the percentage of dollar value in contracts going to 
small business amounted to 21.2 percent of the total procurement dollars 

The Department of the Navy awarded to small firms 23.3 percent of the Navy 
procurement dollars during fiscal year 1952 compared to 16.9 percent for fiseal 
year 1951. These figures represent $2,387,764.406 for 1952 compared with 
$1,200,234.365 for 1951, a 9S percent increase in contract dollars. 

Seven out of every ten prime contractors to the Air Force are small business 
concerns (those employing 500 or less) and those concerns are widely scattered 
over the United States. Seventy-two percent of the total Air Force purchase 
actions in the continental United States were placed with small-business con- 
cerns during fiscal year 1952 (539.347 out of 750,236)—56.5 percent or $680,000,000 
of the total dollar value of all procurements of the items which could possibly be 
produced by small-business concerns (small business potential) were awarded, 
as prime contracts, in full competition with large concerns. 

Personnel.—There were approximately 210 military and 278 civilian small bus- 
iness specialists, both full time and part time, and, in addition, appropriate 
stenographie and clerical personnel, assigned to support the small-business ac- 
tivities of the Department of Defense. 





146 REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 


Effectiveness and need for continuing.—The DOD continued to emphasize, with 
significant results, the role of small business in its procurement program, not- 
withstanding the fact that the bulk of procurement funds expended during fiscal] 
year 1952 were for major complex items not susceptible of production by smal! 
business. The recent agreement with SDPA regarding “joint determination’ 
should materially assist in buying from small business. Under this agreement 


Ramsey 


SDPA representatives and military procurement officers can earmark certain 
procurement for production by small business. 
DEFENSE TRANSPORT ADMINISTRATION 
DEFENSE TRANSPORT ADMINISTRATION, 
Washington 25, September 15, 1952 
Hon. Burnet R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
Congress of the United States, 
Senate Office Building, Washington, D. C. 

Dear SENATOR MAYBANK: In compliance with the request from your office dated 
August 22, 1952, I am forwarding herewith a brief factual summary of operations 
of the Defense Transport Administration under the Defense Production Act of 
1950, as amended, during the past year. 

This material is submitted for publication in the report of the Joint Commit- 
tee on Defense Production of the Congress. 

Sincerely, 
JAMES K. KNupson, Administrato 
1. Programs conducted by DTA: 
A. Traffic movement and conservation: 
1. Railroad transport : 
(a) Analysis of requirements and capacity. 
(b) Increasing efficiency of use of equipment. 
(ce) Increasing efficiency of railroad operations, 
(d) Equitable distribution of car supply. 
(ec) Emergeney rerouting or diversion of traffic. 
2. Street and highway transport: 
(a) Analysis of requirements and capacity. 
(b) Increasing efficiency of use of facilities. 
(c) Arranging to meet exceptional transportation demands 
(_d) Movement of oversize and overweight loads. 
(e) Emergency rerouting or diversion of traffic. 
3. Inland water transport: 
(a) Analysis of requirements and capacity. 
(b) Movement of ore, grain, coal, and other commodities. 
(c) Cooperative operations with other agencies. 
4. Warehousing and storage: 
(a) Analysis of requirements and capacity. 
(b) Encouraging construction of commercial storage space. 
(c) Increasing efficiency of space utilization. 
(d@) Coordination of storage utilization. 
©. Port utilization : 
(a) Coal handling through the ports. 
(b) Grain handling at port terminal elevators. 
(c) Increasing efficiency of port operations. 
(d) Coordination of port utilization. 
B. Equipment and materials: 
1. Freight cars. 
2. Locomotives. 
3. Street and highway vehicles. 
4. Great Lakes vessels. 
5. Barges, towboats, and harbor craft. 
6. Maintenance, repair, and operating supplies. . a 
7. Construction and facilities. ‘ 
8. Serap. i 
C. Manpower : ; 
1. Recruitment, training, apprenticeship, and utilization. 5 
2. Activities with Department of Defense. 








REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 147 






Activities with Selective Service System. 
4. Activities in connection with labor relations. 

5. Activities in connection with regional and area mobilization 
ull ‘ committees. 

D. Financial aspects of industry expansion : 





nt : 1. Tax amortization. 
un q 2. Defense loans. 
E. Territories and possessions. 
F. Advance mobilization planning. 
G. Demobilization planning. 
H. Defense history program. 
Authority for the conduct of DTA programs: 
The authority under which the Defense Transport Administration con- 
ducts the programs described under item 1 is as follows: 
Defense Production Act of 1950, as amended (64 Stat. 798; Publie 
Law 96, S2d Cong., 65 Stat. 131; Public Law 429, 82d Cong., 66 
Stat. 206). 
Executive Order 10161 (15 F. R. 6105). 
ed Organization Order DTA 1 (15 F. R. 6728). 
ng Executive Order 10200 (16 F. R. 61). 
of DTA Delegation 1, as amended (16 F. R. 11245). 
Executive Order 10219 (16 F. R. 1983). 
t. DPA Administration Order 1 (16 F. R. 4913). 
NPA Delegation 14, as amended (17 F. R. 1971). 
Executive Order 10824 (17 F. R. 1171). 
Section 1 (10)-(17), Interstate Commerce Act, as amended. 
Summary of each DTA program, including cooperative operations with other 
agencies. 
{. Effectiveness of DTA programs. 
5. Current need for DTA programs. 
A. TRAFFIC MOVEMENT AND CONSERVATION 
Following the policy of the first year of operation under the Defense Production 
Acts of 1950, as amended, DTA maintained a continuing analysis of traffie require 
ments and the ability of carriers in the fields of railroad, street and highway, 
nd inland water transport to meet such requirements. This continuing pro 
eram, essential to the assurance of adequate transportation services in connec- 
is tion with the defense mobilization program, requires constant contact with the 


interstate Commerce Commission and other Government agencies, carriers, 
shippers, and trade associations. 
Railroad transport 
The over-all program designed to increase the efficiency of railroad operation, 
ies. with primary emphasis on the efficient use and equitable distribution of equip- 
ent and the prompt establishment of arrangements for emergency rerouting or 
diversion of traffic, has been of particular importance throughout the year 
because the shortages of critical materials have resulted in a continuing lag 
ce. the programed expansion of railroad equipment and facilities and it has been 
imperative to stretch the existing ownership. Development of the program 
continued to involve a careful combination of ICC service orders, administered 
hy the Washington office and the ICC field offices, and the encouragement of 
voluntary cooperative effort. Several of the ICC service orders previously issued 
were Continued through the year, in some instances being suspended from time 
» time as conditions warrant; and the few new orders issued dealt primarily 
with a specialized situation, such as the steel strike. The three heavy loading 
orders issued during the previous year were canceled when it appeared that 
heir effectiveness could be maintained through voluntary action oh the part of 
shippers, 

Mneouragement of voluntary cooperative effort has been channeled through 
the Nation-wide organization of shippers advisory boards, the Association of 
American Railroads, and the American Short Line Road Association, the Depart- 
ment of Defense and other Government agencies, and other organizations of 
various types in any way connected with the handling and movement of railroad 
traffic. The approach to the problem has been in the form of speeches by thé 
Administrator and others, meetings and conferences, correspondence, and active 
support of programs of the shippers advisory boards and other organizations 
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which fitted in with the DTA program. The ICC Bureau of Service field repre 

sentatives were used intensively in carrying the program to a grass roots level 
Although the program can be characterized generally as one of improved car 
utilization, it encompassed such diversified fields as heavier loading of carload 
forwarder, and less-carload freight ; prompt relocation of rail equipment follow- 
ing emergencies, ind long-range relocation in advance of seasonal movements and 
to permit upgrading; prompt release of equipment by consignees and railroad 
forees at both ports and inland points; the so-called clean-car campaign designe 

to eliminate unnecessary delays incident to switching cars to cleaning tracks ; the 
rinintenance of bad-order cars at the lowest practicable level; arrangements for 


the expanded movement of all-rail ore following the steel strike; arrangements 
for corrective action regarding local situations involving car or traffic delay. The 


tank car agent has carried on a similar activity, geared to the specialized nature 
of tank car handling, designed to control the bad-order situation, to improve car 
utilization, and to arrange for equitable distribution of equipment, 

The emergency rerouting or diversion of traffic was carried out by the issuance 
of necessary ICC service orders. During emergencies such as the Omaha-Cour 
cil Bluffs flood, in addition to close cooperation with the AAR and others at the 
national level, the service agents worked closely with local authorities in solving 
rail transportation problems which developed. 

An attempt at a statistical analysis of the effectiveness of these programs is 
clouded by several conflicting factors, in addition to the general difficulty of spe 
cifically evaluating the success of cooperative effort. The outstanding indication 
of effectiveness is probably the positive, widespread feeling that the shipper- 
carrier-Government cooperation in meeting the railroad transportation problems 
of the vear is unprecedented. Reported car shortages have remained Consistently 
under those of the previous year; Shippers Advisory Board meetings have been 
characterized by a lack of freight-service Complaints; a bumper grain crop has 
been moved with a minimum of blocked elevators and car shortages ; emergencies, 
such as the Missouri River floods and the California earthquakes, have caused a 
minimum interference with the over-all movement of rail traffic and a speedy res 
toration of normal service has been achieved; a continuing heavy export of coal 
grain, and other traffic has been carried on successfully ; rapid, successful strides 
have been taken in protecting an accelerated movement of iron ore to offset the 
interruption of the steel strike; car and movement requirements of the military 
have been met. In short, adequate rail transportation to support the Nation's 
expanding defense activities has been provided despite the lag in expanding the 
railroad plant, resulting from shortage of critical materials. 

Current need for continuation of these programs is based on the following 
factors: There is no indication of any let-up in the development of the over-all 
defense program; continued expansion and recovery of ground lost during the 
steel strike will require efficient, expedited rail transportation. There is no 
immediate expectation of a substantial improvement in the allocation of mate- 
rials for the program expansion of the railroad plant, so that intensive efforts to 
get the most out of the present plant must be continued. The very success of 
the traffic movement and conservation programs to date inevitably results in a 
certain complacency on the part of those involved in matters of car utilization 
and constant effort must be expended to avoid any let-down which might later 
result in inadequate service or car supply. 

Street and highway transport 

The responsibilities of DTA in the field of street and highway transport in- 
clude the movement of property by for-hire carriers, private carriers, and farm 
vehicles; and the movement of passengers by urban transit systems, suburban 
and intercity busses, school busses, taxicabs, for-hire cars, hearses, ambulances, 
and private automobiles. Approximately 9.150.000 commercial vehicles and 
42,000,000 private automobiles (January 1952 figure) fall within this area of 
responsibility within the continental United States, together with the smaller 
number of like vehicles in the Territories and possessions. 

In the field of street and highway transport, the traffic-movement program is 
designed to encourage, through voluntary means or by regulation in time of 
emergency, the prompt and expeditious movement of military and essential 
civilian traffic. The conservation program is designed to increase the effective 
use of existing equipment and to discourage waste, whether manpower, material, 
or the existing transport fleet. This fleet is currently in good condition, inelud- 
ing expansion to meet the increasing transportation requirements of the Nation. 

For both current operations and mobilization planning, there is a continuing 
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need for analysis of requirements and capacity of the street and highway trans- 
port industry. These analyses fall into three categories, (1) reports completed 
in the past year, (2) reports initiated in the past year but not yet complete, and 
(3) continuing reports and analyses requiring periodic attention to keep them 
current and useful. A major analysis in the private passenger automobile field 
initiated over a year ago, with a report completed within the past year and given 
the widest distribution to industry, individuals, and other Government agencies, 
s “Automobile Transportation in Defense or War” (Brookings Report), which 
has been widely used as a basic source by this and other agencies. Other studies 
completed during the year include an analysis of ton-miles operated by trucks 
and truek-trailers on local and rural roads from 1936 to 1950; a study of truck 
terminal congestion and the problems resulting therefrom, followed by field 
survey of 336 truck terminals in the Chicago area; and a survey of tank truck 
equipment available for liquid haulage. Surveys initiated during the year and 
still in the course of preparation to secure data on important segments of trans 
portation requirements where existing data are meager include a study of the 
volume and traffic pattern of fresh vegetable transportation; a survey of volume 
and distribution of “for-hire and drive-yourself™ vehicles, an industry which 
has grown so rapidly in postwar years that little or no accurate data are avail- 
able about it; and a “pilot” study of one State (Maryland) to ascertain whether 
it is feasible to expand data on for-hire carriers from ICC class I to all for-hire 
carriers of property, interstate and intrastate. One of the most important 
studies is the joint study by street and highway and port utilization specialists 
of DTA as to means of relieving highway and pier congestion. Philadelphia has 
been selected for analysis as a pilot study of the problem. Studies requiring 
continued, though intermittent, work to keep them current and useful deal with 
vehicles operated by class I interstate carriers by body type, age, and gross 
vehicle weight, forecast of ton-miles to be operated in an ensuing year, and a 
most important new survey of manufacturers, securing estimated production 
data for a 6-month period, to more accurately measure the trend of anticipated 
demand for transportation by street and highway in the immediate future. 

The voluntary programs for improved vehicle utilization extended hours of 
operations at terminals, heavier vehicle loads, and the interchange of londed 
vehicles to relieve terminal congestion, which were instituted after the outbreak 
of hostilities in Korea, have been continued through the past year. ‘These 
programs have been supplemented by interagency actions to meet unusual con 
ditions. Specifically, to meet the extremely heavy Christmas holiday peak loads 
of combined military traffic, college traffic, and Christmas traffic, the Adminis- 
trator made a special appeal to the public to spread their travel, and to the 
Department of Defense to stagger departure times at its installations. ‘These 
steps greatly assisted in meeting the demand for passenger traflic movement. 
At every important military installation, representatives of the Bureau of 
Motor Carriers, ICC, acting for DTA, worked in cooperation with the proper 
officials of the base and of the transportation lines serving it to assure adequate 
transportation. The Department of Defense and the Atomic Energy Commis- 
sion have had made available to them by field representatives of ICC, acting 
for DTA, complete data on property and passenger carriers in those areas where 
these agencies indicated a proposal to inaugurate new projects of major 
proportions. 

A most outstanding single achievement of the past year was the completion 
of an agreement permitting trucks of the United States to operate across Canada 
from Detroit or Port Huron, Mich., to Buffalo or Niagara Falls in New York. 
A marked increase in the availability of vehicles will result sinee the action 
permits a saving in excess of 2U0 miles per trip. The consummation of this 
agreement was the result of joint efforts by DTA, the Department of State, the 
officials of the States concerned, and the governments of the Dominion of 
Canada and the Province of Ontario. 

A number of truck operators in the East and Middle West are finding it ad- 
vantageous to have truck trailers hauled by rail between certain key points. 
A study of this movement of truck trailers on railroad freight cars has heen 
initiated to ascertain the potential saving in equipment and manpower, par- 
ticularly under conditions of full mobilization 

During the year, there has been some question of delay of property carriers 
at military installations which has been worked out to a large d 
cooperative action with the military authorities, the truck lines concerned, and 
the American Trucking Association, 
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There has been no need for direct action to meet an increase in use of highway 
passenger transportation facilities, since loads on these carriers are static o1 
falling slightly from previous levels and operators are conserving equipment 
because of economic pressure. This general classification of highway trans 
portation, however, is one which would feel the most severe impact of increased 
loads if any force, natural or artificial, interferes with present levels of privat: 
automobile operation: and continuing effort must be made to assure that highwa 
passenger vehicle fleets are maintained in the best possible operating conditior 

The arrangement previously reported between DTA and the several States 
whereby special permits from the States may be obtained for movement of 
loads of essential traffic which exceed the States’ size and weight limits, con 
tinues in effective operation. Approval or recommendation for exemption of 
only 26 movements out of 280 requests indicates that the exemption is involved 
only for urgent shipments of essential material that could not otherwise hb: 
moved. 

Direct negotiations are under way between DTA and the officials of tw 
States, Virginia and West Virginia, relating to truck limitations. Virgin 
situated as “corridor” State for all east-coast traffic from South to North, is on 
of the critical States on maximum legal loads for this route. In West Virgini: 
the problem has been a matter of the effective date of new regulations whic! 
severely affect steel haulers from this important steel-producing State. The 
problems are being solved directly by the State authorities but are indicativ: 
of conditions which constantly develop and which must be corrected before they 
become a serious threat to the transportation of the Nation. 

Interruptions to normal route patterns, whether by natural causes, such as 
floods or earthquakes, or other causes, offered the most serious tests of emergency 
rerouting and traflic-diversion methods. During the first 10 days of Februar 
there was a serious disruption of highway freight transport service becaus: 
of a series of strikes. Some 22 States were affected at various times, with som 
Southeastern and some Western States having approximately 60 percent of 
their truck operations closed down. The field staff maintained local contact 
With operating conditions and with military and defense establishments in order 
to fully utilize alternate services of railroad carriers or nonstruck highway car 
riers. During this period, it was necessary to grant a limited number of tem 
porary operating authorities to permit continuance of essential transportatio: 
to plants and to industries which would have been otherwise cut off. Anoth¢ 
and new type of development was the Pennsylvania “park-down” strike, literally 
a sit-down strike by truck-trailer owner-operators. The situation was localized at 
the Ohio-Pennsyivania and the New York-Pennsylvania State lines and to some 
dezree on the Pennsylvania turnpike. The conditions causing the “park 
down” were matters not within D'TA’s responsibility or jurisdiction, Major ca 
riers overcame the effects of this “park-down” by reassignment of equipment 
using their own equipment for trans-Pennsylvania runs and reassigning the 
owner-operator trucks to runs in the South and West. 

The most severe test of the ability of the highway transport industry to unde) 
vo the emergency rerouting and diversion of traffic came as the result of th 
extremely severe floods of the Missouri and Mississippi Rivers in April of 1952 
A specific example was the condition along the Missouri in the Omaha and 
Council Bluffs area, where the staff of the Bureau of Motor Carriers in thi 
area was augmented by detailing a DTA staff member from Washington. This 
flood, by its nature and magnitude, created almost every problem which would 
have to be faced in a mobilization emergency: Diversion of through traffic t 
avoid the affected area, diversion or embargoing of less essential traffic during 
the most critical period, and within the affected area an all-out emergenc) 
movement of men and materials to protect the cities from complete disaste! 
Transportation, under the direction of the trained transportation people in thi 
area, proved its ability to meet the emergency almost completely without direct 
orders except in the immediate disaster area where some restrictive orders wer 
enforced to protect flood-weakened bridges. Similiary, the more recent Tehachap 
and Bakersfield earthquakes indicated the ability and resourcesfulness of th 
highway transport industry to make immediate reroutings in the face of a dis 
aster which blocked a through route. 


Inland water transport 

Throughout the year, the most important activity of DTA in the field of inlan 
water transport has been in connection with the carriage of iron ore, grain, and 
coal on the Great Lakes. Steel is the backbone of both the civilian and defense 
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nomies. Sinee 80 to 90 percent of all iron ore used in steel preduction 
oves to the mills via Great Lakes vessels, it is imperative that continuing at- 
tention be given to traffie movement and conservation of vessel equipment 
n the Lakes in order to assure the availability of the increasing quantities of 
re required to support the current expansion in steel-production capacity. In 
lition to iron ore, the Great Lakes fleet also carries other basic ingredients of 
steel, such as limestone, coal, and coke. 
he recent steel strike threw the 1952 Great Lakes iron ore movement about 


» QOO,000 gross tons behind the 1951 movement. Approximately 10,000,000 





iss tons of the amount lost due to the strike would have gone to the Nation’s 
ore stockpile fer use by the steel mills during the winter months when 
gution is closed on the Great Lakes. Every effort is being directed toward 
ing up this deficit before the close of the 1952 navigation season in late 
November or early December. DTA has addressed itself to this problem by 
aining load-line concessions from the Coast Guard, which will enable the 
carriers to carry more ore per trip. Furthermore, the Coast Guard has been 
ed to conduct aerial ice surveys during the late part of the shipping 


s m and to furnish this intelligence to the ship operators. The Coast Guard 
s also been asked to furnish ice breakers for the port of Chicago in order 
» keep that port open as long as possible during the 1952 season. DTA has 


tintained active liaison with the Canadian Transport Controller in connection 

th the possibility of reciprocal assistance in the movement of ore, grain, 
nd coal on the Great Lakes. Frequent inspection trips have been made to Great 
Lakes ports in an effort to lend all possible assistance to the expeditious move- 
ment of iron ore, 

Continuing attention has been given the inland waterways, comprising over 
28.000 miles of navigable rivers, canals, bays, and sounds. ‘These are an im 
portant element of the Nation’s transportation system in that many of the large 
udustrial cities and larger industrial plants are located along these waterways 
and depend on this form of transportation to a significant extent. These water 

ys carried around 60,000,000,000 ton-miles of freight in 1951, almost twice the 

n-mileage handled during the peak year (1944) of World War II. Of par- 
ticular significance is the ability of this transportation medium to handle im- 
portant bulk commodities, such as petroleum, coal, chemicals, metallic ores, large 
manufactured products, etc., in great quantities at economical rates. 

Inland water transport specialists in the Defense Transport Administration 
have worked in close liaison with the Army Corps of Engineers, National Pro- 
duction Authority, Defense Production Administration, United States Coast 
Guard, Maritime Administration, Navy Department, Petroleum Administration 
for Defense, Defense Solid Fuels Administration, and others. Close working 
relationships have also been maintained with both individual and organizational 
representatives of the Great Lakes and inland water transport industries. Among 
such organizations are the Lake Carriers’ Association, Great Lakes Ore and Coal 
Exchange, Lake Superior Iron Ore Association, Lake Ore Coal and Vessel Com 
mittee, American Bureau of Shipping, American Waterways Operators, and 
others. Such liaison has been maintained in the interest of voluntary program 
sponsorship and the orderly flow of water-borne traffic over the waterways 

Appropriate action has been continued to keep the various waterways open 
for traffic to the maximum possible extent. Great interest is taken in cases of 
repair and maintenance of locks and other portions of inland waterways. Ap 

opriate representations are made to the agencies in charge of these activities 
on the waterways in the interest of restoring traftic flow at the earliest possibl 
moment. 


Warehousing and storage 

The national defense program presupposes the capacity to store and preserve 
the items required for the mobilization base. Large procurement programs to 
establish necessary reserves and to meet other requirements have been scheduled 
over a period of years, and the ability to store and protect such items is of major 
iinportance, Warehousing can be reduced to four major types of facilities 
veneral merchandise, refrigerated, bulk grain and bulk liquid. The programs 
respecting warehousing require for each of these types, continuous assembly and 
halysis of data concerning the storage requirements of the several Government 
agencies and the civilian economy; the accumulation of data respecting the 
availability of warehousing space; the current occupancy thereof: and the en 

uragement of private industry to acquire or construct additional facilities in 
areas of short supply. While large quantities of defense materials are stored 


a 

















152 REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 


in Government-owned facilities and programs for the construction of such facili- 
ties are continually being developed by other Government agencies, nevertheless 
substantial amounts of commercial warehouse space are also required to meet the 
extraordinary demands of the defense program. In fact, Government agencies 
depend almost entirely upon the commercial industry for refrigerated storage, 
and some agencies depend exclusively upon industry for general merchandise 
storage. The capacity of commercial warehouse space generally is limited and, 
due to large inventories of civilian commodities, these facilities have been op- 
erating above average occupancy. sSecause of the reliance of the Government 
agencies upon commercial facilities, it has been necessary to encourage con- 
struction to provide a reserve of storage space to absorb the initial impact of a 
more serious emergency. This is particularly true in many critical areas where 
storage space has been in short supply. 

Due to the facet that foed- and material-production goals must vary as 
defense planning changes, commercial storage requirements have and_ wil! 
continue to remain indefinite. Therefore, close scrutiny of the effects of these 
program changes must be maintained to determine the need for modification 
of the programs involved in assuring adequate storage space to handle the 
material resulting from defense production. Furthermore, it must be realized 
that the greater the extent to which commercial facilities are available ond 
utilized, the less will be the need to construct additional Government-owned 
facilities which are of little value in the postemergency. 

It is imperative that available commercial space be utilized with the greatest 
possible efficiency and effectiveness, Toward this end, DTA has assisted the 
Department of Defense in the formation of Defense Warehonsemen’s Asso 
ation for the storage of Government material by commercial operators in the 
larger metropolitan cities. The plan for such voluntary associations has been 
cleared by DTA through the Defense Production Administration and _ final 
approval obtained from the Department of Justice. Association agreement 
forms and a contract with the Government have been developed which will 
assure a guaranteed availability of space, permitting wider industry partic- 
ipation, greater flexibility of operations, and substantial savings in adminis- 
trative overhead. Furthermore, DTA has just completed a program involving 
a complete survey of Nation-wide public storage space in the general-mer- 
chandise and household-goods industries, which is the first such survey in the 
last deeade, The warehousing program also involves the preparation of 
advance plans to provide necessary coordination of all elements and the estab- 
lishment of adequate procedures for allocation of storage space by the operators 
and to the users thereof, when required. 

The effectiveness of these programs can best be judged by the continuing avail- 
ability of a reasonable reserve of storage space, notwithstanding the increased 
use of such facilities over the past year. For example, under the program to 
encourage the construction of facilities for the storage of bulk grain, approxi- 
nately 45,000,000-bushel capacity was added to the storage plant since the start 
of the program, The occupancy of elevator capacity at principal interior mar: 
kets incrensed from 71.3 percent in 1951 to 81.7 in 1952, but, by reason of this 
additional capacity, there is still a reasonable reserve of space for future con 
tingencies. Under the program to encourage the construction of freezer facil- 
ities, approximately 30,000,000 cubic feet of space were added. The occupancy 
of freezer facilities during the peak season rose from S81 pereent in 1951 to 3 
percent in 1952, again leaving a reasonable reserve of such snace. 

In carrying out the delegated responsibility for achieving effective coordina- 
tion and utilization of storage facilities, an interagency advisory committee, 
known as the Storage Coordination Committee, was established which functions 
on a continuing basis. This committee is composed of representatives of the De 
partment of Defense, General Services Administration, Department of Agricul- 
ture, and the Reconstruction Finance Corporation. It is chaired by the Director 
of the Warehousing and Storage Division, DTA. Such continnous considera 
tion of the programs and problems of these agencies assists in assuring effec- 
tive utilization of the available commercial storage facilities by the Government 
and the civilian economy. This commiitee is the ene point within the Govern- 
ment for bringing together representatives of the several agencies that are major 
users of storage services for consideration of over-all requirements and the 
problem of Government storage generally. 


Port utilization 


Coal exports from United States mines to Western European countries began 
to move in volume early in 1951. Shipment progressively increased each month, 
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and by early fall of 1951 it became evident that cooperative efforts of railroads, 
transshippers, steamship agents, and governmental agencies must be developed 
in order to bring about a maximum efficiency in the handling of export coal at 
the principal coal-handling ports. The principal problem was the concentration 
of an extra-heavy movement of coal through the port of Hampton Roads, while 
facilities in other North Atlantic ports were not being taxed. Members of the 
Interagency Committee on Port Utilization, which is chaired by the Director 
of DTA’s Port Utilization Division, visited all coal-handling ports. As a result 
of their visits, recommendations for improved traffic movement were made and 
accepted by the private interests involved and the governmental agencies con- 
cerned. This committee by its survey established maximum capacity for han- 

ng of coal in the respective ports. As a result, the amount of coal exported 
reached the highest figures in history, and at no port was there congestion. 
he total amount of coal exported in 1951 amounted to approximately 33,000,000 
tens, and it is anticipated that the amount of coal exported for the 1952 period 
will be approximately 25,000,000 tons. The 1951 total volume was equivalent 
to the 1947 volume, and these were the highest vears on record 

rhe movement of export grain through United States seaports amounted to 
16,431,900 long tons for the calendar year 1951, and 10,556,200 long tons for the 
first S months of the calendar year 1952. It is estimated by the United States 
Department of Agriculture that the movement of export grain for the calendar 
vear 1952 will equal that of 1951; thus, these vears will far exceed any previous 
year in history. The annual average for the 10 previous years Was 4,972,213 
long tons. This movement of grain through the ports continues to take place 

ithout any undue congestion for the reason that such grain moves under Gen- 
eral Order DTA 2. Under this order permits are issued to the elevators. 
This procedure, which in effect allots elevator space, controls orderly movement 
of grain through the elevators, and has the effect of increasing the amount of 
rain which elevators can handle without congestion. To effectively admin- 
ister this order, DTA port-utilization specialists daily examine the situation at 
each elevator and representatives of DTA are in constant contact with the grain 
interests, the elevators, and the railroads, as well as the Bureau of Service of 
the Interstate Commerce Commission and the Department of Agriculture. Since 
the order became effective May 3, 1951, and through August 31, 1952, DTA has 
issued 5,219 permits covering the export of 25.855.000 gross tons of bulk grain. 

The more important achievements of the Interagency Committee on Port 
Utilization, established under a memorandum of agreement between the Defense 
Transport Administration and the Departments of Defense, Commerce, and the 
Interior, are as follows: (@) The establishment of port capacity for handling 
coal; (0) the undertaking of a study of methods for keeping smaller ports alive; 
(c) review of actions taken by agencies of the Government to “take over” port 
facilities; and (d@) inspection of the principal ports and smaller ports througheut 
the United States and the establishment of working relationships with port 
executives, thus insuring continued interest and cooperation by governmental 
agencies on the one hand and by private operators on the other. 

Specialists of the DTA Port Utilization Division are working in cooperation 
with the DTA Street and Highway Transport Division in an intensive study of 
the port facilities of the United States aimed at more efficient operation of motor- 
trucks entering and leaving port-terminal areas. The pilot study in this field 
will be made in the port of Philadelphia, where preliminary meetings have al- 
ready been held with the industries involved. The major objective of this 
program is to develop a set of voluntary “ground rules” leading to the elimina 
tion of excessive waiting time, lack of coordination in interchanging cargo, and 
other impediments to the maximum use of equipment and manpower. 


B. EQUIPMENT AND MATERIALS 
Freight cars 

Che very acute car shortages of the fall of 1950 and spring of 1951 have not 
recurred in 1952 to date owing, in large measure, to decreased carloadings result- 
ing largely from the steel strike and other abnormalities on the one hand, and 
from the salutary effects of DTA traffic movement and conservation programs on 
the other. The maximum shortage of the fall of 1951 of slightly over 20,000 cars 
per day was approximately half the 40,000 car maximum shortage of the previous 
fall, and so far in 1952 an approximate shortage of 7,800 cars per day has been 
the maximum. The decrease in carloadings for the first 32 weeks of 1952 is 9.2 
percent as compared to 1951, and 1.3 percent as compared to 1950. 
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During the last 2-year period, the increase in freight-car ownership is 
slightly over 2 percent, and if the current scrapping program had not been s 
stantially reduced below the average of 1950 and 1951, the increase in owners) 
would have been about 1% percent. The older cars so retained in service | 
outlived their economic usefulness and from the standpoint of usage can ty 
sidered as only part-time cars and not as an offset of new production. : 

New freight-car production should not be permitted to lag, as in any greater | @ 
emergency transportation facilities must be available in sufficient volume | b 
support the Nation’s defense potential. World War II provided concrete evideny 
of the necessity for appropriate advance planning of essential facilities, not on) 


. . . ae ~ 
as to requirements therefor, but also to lack of ability to produce and yr Bh 
such facilities during an all-out emergency. It has been definitely stated | iS 


competent people that if World War II had continued much longer the Nation's 
railroads would not have been able to continue to meet the demands because 
the “starvation diet” of equipment and materials allotted to them. 

The eased condition as to carloadings and car shortages has had an advery 
effect on the freight-car program, as allocating authorities within the Governimen 
have taken the position that on a short-range basis it has not been necessary | 
allocate as much material to the freight-car program as formerly; thus, after ; 
allocation of material for 27,000 freight cars, including tank cars, in the four 
quarter of 1951, the program has been successively curtailed to 23,000 in firs 
quarter 1952, 21,500 in second quarter 1952, with a slight recovery to 22,774 
third quarter 1952. The occurrence of the steel strike has prevented any defi 
determination for fourth quarter 1952, and the steel strike will have furth 
effect in the early months of 1953. 

The Defense Transport Administration, conscious of the real needs for 
adequate freight-car fleet, has contained to prosecute vigorously its claim for 
full freight-car production, and to stress the importance of preparing the fleet f 
future traftic needs. In March of 1952 DTA, working in collaboration with DPA 
prepared a freight-car study on which was based an expansion goal approved 
DPA on April 11, 1952, This goal calls for production of 436,000 new railr 
freight cars of all types, between January 1, 1950, and July 1, 1954. With pr 
duction of 43,981 in 1950, 95,948 in 1951, and 50,232 in the first 7 months of 115 
it is obvious that the goal will not be met. The production of nearly 11,000 cars 
month for the remaining 23 months is not impossible, except that the steel st 
will curtail production for the last half of 1952, making it necessary to prod 
freight cars at about 13,000 a month to meet the goal. 

As of August 1, 1952, there were on order an unshipped 95,265 freight ears 
an order board less than the peak of last year but enough to last more tha 
year at recent rates of production. 


Locomotives 


On August 11, 1952, the Defense Production Administration approved an expa! 
sion goal for United States railroad locomotive units based upon a study mai 
by the Defense Transport Administration. This goal called for the product 
of 15,500 units between January 1, 1950, and July 1, 1954. To meet the g 
production at the rate of 936 units a quarter would be required commenci'g 
October 1, 1952, or very nearly the rate prevailing in 1951 when 3,619 units wer 
produced. Apparently, conditions were not deemed favorable and allocations wer 
reduced to provide less than 700 units a quarter, about 25 percent below | 
desired level. 

DTA had hoped to keep production of locomotives, principally Diesels, at 
high level in order that the benefits of dieselization in manpower utilizati: 
material usage, and car-day savings would be available for mobilization tratffi 

Production in the first 7 months of 1952 was 1,942 units, with every probabili' 
of a lower rate of production for the rest of the year because of the steel strike 
Street and highway vehicles 

The third quarter of 1951 marked the inauguration of the Controlled Materials 
Plan and the submission of a formal program for transit vehicles and mot 
vehicles. In presenting its programs, DTA makes a determination of the require 
ments of the industry supported by detailed justifications, sétting forth the facts B 
on which the requirements are based, and the reasons why the claims should l* 3 
approved substantially in the quantities as requested. 

Defense Transport Administration’s public passenger-carrying vehicle claims 
have been based on replacement, conversion, and extension. Programs on this 
basis for rapid-transit cars, streetcars, trolley coaches, integral motorbusses 
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and school-bus bodies have been approved by DPA at a level adequate to meet 
demand. 

Prior to the first quarter of 1952, automobile production was handled by NPA 
and DPA on a “consumers’ goods basis” with a quarterly reduction from previously 
going levels. With the first quarter of 1952, DTA felt it was necessary to claim 
for the automobile as a means of transportation, the production of which could 
not be allowed to drop to too low a level. DTA claims, authorizations by DPA, 
and production are shown in the following tabulation: 


. TA alain DPA au- ie oo 
Quarter DTA clain theriention roduction 


First quarter, 1952 . aS P - ; ; 1, 200, 000 1, 006, 000 980, 688 
d quarter, 1952. ... asthe on Ts a“ 1, 000, 000 1, 050, 000 1, 222, 241 
} i quarter, 1952 1 oo. 00 1, 050, 000 

Fourth quarter, 1952-_. nae ; = 1, 150, 000 (1) 








Not available. 


Truek and truck-trailer production, first programed with the commencement 
of the Controlled Materials Plan, continued throughout the year as a claim of 
primary interest for DTA. Production for the first three quarters of 1952 was 
authorized at 250,000 trucks and truck-tractors per quarter, barely enough to 
provide for necessary replacements. Truck trailers and bodies were authorized 
on this same basis. 

The effectiveness of the program is demonstrated by the fact that a substantia! 
portion of the needs of the industry for equipment have been met, although in 
some instances the most urgent representations were required to secure Defense 
Production Administration’s authorization of program levels in conformance 
with the minimum levels which DTA felt could not be breached without damaging 
the existing transportation plant. Once approval of a program was reached, the 
highest degree of cooperation was received from the National Produetion 
Authority, the Defense Production Administration, and manufacturing industry 
at large in their mutual efforts to achieve the programs. 

Great Lakes vessels 


In view of the importance of ore movement on the Great Lakes, the necessity 
for a program for increasing the tonnage of the Lake vessel fleet is readily 
appreciated. Such a construction and vessel conversion program, started in 
1950, is being continued; and during the 12-month period ending September 7, 
1952, 11 ships, representing 165,000 gross tons of capacity, have been placed in 
operation. Four other ships will join the fleet during the remainder of 1952, and 
S ships are now firmly scheduled to join the fleet in 1953. 

This program is proceeding satisfactorily. The principal problems encountered 
to date have been the difficulty in obtaining steel and certain component parts, 
together with competitive problems in the training and retention of shipyard 
personnel. These two factors have tended to retard estimated vessel completion 
dates and will probably continue to manifest themselves. 

Barges, towboats, and harbor craft 

The economic importance of the inland waterways are evidenced by the tre- 
mendous growth in traffic clearly demonstrates a need for a barge and towboat 
construction program to produce the equipment required to meet this growing 
demand, as well as to replace equipment being retired due to obsolescence. The 
established expansion goal envisions the construction of 3,923 craft during the 
4-year period ending December 1953, at which time there should be a balanced 
fleet of 22,771 inland watercraft. While this program has been proceeding 
satisfactorily in some areas (for example, the petroleum barge program is nearing 
completion), shortages of steel in the past, coupled with anticipated shortages 
of steel and of some components in the future, may delay achievement of this 
goal by as much as 3 years unless more construction steel is allocated to this 
industry. It is estimated that construction of about 450 watercraft in these 
categories has been completed during the period of this report. 


Maintenance, repair, and operating supplies 


The transport industries secure their maintenance and repair requirements 
mainly under “self-certifying”’ orders of the National Production Authority. 
Automotive replacement parts produced under CMP regulations flow through 
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normal channels of trade. The railroads and a number of the larger transit 
companies are under maintenance and repair order M 73. Up to the present 
time, there have been no reported breakdowns of transportation due to lack of 
maintenance, repair, and operating supplies, although there have been shortages 
of particular items, notably rail, axles, transmissions, and parts thereof in cer 
tain sections of the country. The continuing availability of MRO items ‘n suff 
cient quantities to maintain essential transport services is a basic necessity. As 
claimant agency in this field, DTA has a continuing responsibility to assure t} 
adequate supplies are available. 


Construction and facilities 
In the 12 months since October 1, 1951, the Defense Transportation Admir 


istration has been able to authorize materials for construction of facilities hay 

a value of S$SO07,58S7,850. Each of the 1,621 projects approved was carefu| 

screened and was found to be essential to DTA’s programs for railroad trans 
port, street and highway transport, inland water transport, warehousing and 
storage, and port utilization. The aim of such programs is to provide faci 

for the efficient flow of freight and passenger traffic, for the necessary storage 
of cominodities, and for a flexible and efficient port system, all of which are neces 
sary as a mobilization base. Following is a tabulation of projects by broad 
categories: 


Construction projects authorized by Defense Transport Administration fou 
quarter 1951 through third quarter 1952 


Number 
Type of facility of projects 
authorized 


Track extension and relocation : ; : ’ 145 
Yard change and expansion E fo 
Operating facilities: Coal, oil, water, sand, and ice . 141 
Passenger and mail handling facilities ; sete 53 
Railroad freight handling facilities 

Repair shops and facilities 

Operating buildings 

Communications 

Signals 

Safety devices 

Bridges ; 

Power generation and distribution 

Miscell :neous railroad facilities 

Truck terminals chetaradhheibhcnamad 

General warehouses - - - -- paieseaapeek 

Refrigersted warehouses ere 

Grain storage ie le 

Trolley coach extension and installation —--- 

Subway extension and construction _- 

Inland water facilities 

Port facilities 


Scrap 

Immediately after the appointment of the Transportation Committee for 
Scrap Recovery late in September 1951, a program was instituted calling for 
the close cooperation and effort of all transportation industries, since they 
originate, by far, more scrap than any other source. Railroads were authorized 
to scrap certain worn out and obsolete steam locomotives which were no longer 
needed to handle their traffic under a formula set up in collaboration with other 
governmental agencies and requiring approval by the Administrator of DTA. 

Close touch has been maintained with scrap availability in Mexico, and th 
possibility of obtaining such supplies from that country has been under con 
tinuing study. 

Recovery of rail from abandoned streetcar lines constitutes a major portion 
of available scrap, and while the potential is large despite the removal cost 
involved, legislation introduced in Congress to authorize financial grants 
raising such rail halted numerous projects pending clarification of this situation, 
either by passage of the bill or its definite disapproval. The staffs of all Bureaus 
of the Interstate Commerce Commission serving as DTA representatives in the 
field have reported all sources of scrap which they have found. Representatives 
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of the Bureau of Service, ICC, have closely followed rail movement of scrap to 
the mills to see that there is no interruption in the flow of this vital commodity. 
Contacts have been maintained with such other agencies as NPA, the Maritime 
Administration, the Bureau of Public Roads, and the Civil Aeronautics Adminis- 
tion in an effort to keep the committee fully informed about the scrap 
jituation, 
The field staff of Bureau of Motor Carries, ICC, has been working with all 
ements of the street and highway transport industry to move all available 
rap metals through normal channels so that steel, copper, and aluminum 
production may not diminish dune to the shortage of scrap. The field staff has had 
.134 contacts with industry during the period of this report. The effectiveness 
f this program is demonstrated by the fact that during this period the staff 
reported scrap contributed by these industries as follows : 


19, O98 


8,055 


The committee has also solicited the railroads to systematically gather up all 
dormant scrap and put it into the proper scrap channels, and keep all avail 

ile scrap moving to the steel mills. The first 6 months’ program realized over 
2500,000 tons of scrap. Last December, scrap inventories at the mills were at 
a critical level. Some steel mills had less than 1 day’s supply. The drive not 
only for scrap normally moved but for dormant or hidden scrap was effective. 
The committee’s efforts contributed to the recovery by the railroads or about 
100,000 tons of dormant scrap that month. For the year ending July 31, 1951, 
the railroads retired 5,793 steam locomotives and 55,765 freight cars. For the 
6 months ended March 81, 1952, the railroads recovered 700,000 tons of dormant 
scrap and 1,850,000 tons of normal scrap. The continuing need for this program 
is based upon the consensus of opinion of those who are in the best position 
to make an intelligent appraisal of this situation. There is a sincere feeling 
that scrap will again be in short supply during the latter part of this year 
when the accumulation now at the scrapyards resulting from the work stoppage 


¢ 


of the steel mills has been used up. 


Cc. MANPOWER 


The Defense Transport Administration has continued during the past year 
its close cooperation with other agencies of the Government in the development 
of programs for recruitment, training, apprenticeship, and the utilization of 
manpower. The need for continuing the various manpower programs con- 
ducted by DTA is reflected in the analysis and study of the projected statistics 
of the Department of Labor, the Selective Service System, and the Department 
of Defense; the current job openings on order as reported by the Bureau of Em- 
ployment and Claims of the Railroad Retirement Board; and monthly reports 
of the Bureau of Motor Carriers, Interstate Commerce Commission. 

A program of recruitment is being carried out successfully through the joint 
efforts of the Bureau of Employment and Claims of the Railroad Retirement 
Board, the Bureau of Employment Security of the Department of Labor, State 
and local employment services, and labor organizations. Through this activity 
operating and maintenance personnel have been supplied to railroads and skilled 
craftsmen have been found for companies engaged in the building, repair, and 
reconditioning of Great Lakes ore vessels. 

Apprentice training remains a prime factor in maintaining manpower supply. 
DTA maintains a cooperative relationship with the Bureau of Apprenticeship 
nthe Department of Labor, and with the Bureau of Motor Carriers and Service, 
ICC, including their field staffs, who work cooperatively on the national, regional, 
State, and local levels toward establishing training programs in the industries 
under the jurisdiction of DTA. Where feasible, the Trade and Industrial Edu- 
cation Service of the United States Office of Education, through State and local 
boards of vocational education, lends its assistance to the support of appren- 
lceship and other training programs. These joint efforts have induced national 
employer groups, labor organizations, and individual employers to take an active 
part in establishing and promoting apprentice training. Executive Order 10366, 
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issued June 27, 1952, provides for the deferment of apprentices from military 
duty and substantiates DTA’s efforts in this field. 

There are many types of training other than apprenticeship which will require 
attention as the manpower supply tightens. To help meet these shortages, DTA 
has a well-functioning program for more complete utilization of the availaljle 
work force within the DTA industries—a program which is gaining momentum, 
In this program the following steps have been urged upon industry with ade 
quate information as to procedure and practices: reducing industrial accidents; 
employment of physically handicapped workers, women workers, returning yet 
erans, older workers and part-time workers. 

The short labor market, particularly in the skilled occupations, has necessitated 
cooperative arrangements being maintained with the Selective Service System 
and the various branches of the Armed Forces in support of DTA’s claims for 
deferment or delay of essential employees from military service. Each individual 
case has been effectively handled and action taken on its merits. 

DTA assisted the Lake Carriers’ Association in obtaining through the Selecti 
Service System the continued deferment of Great Lakes shipping personnel, ey; 
during periods of temporary idleness. In this same connection the Bureau oi 
Employment Security, United States Department of Labor, througii the State 
and local employment offices, cooperated with the Lake Carriers’ Association and 
the Selective Service System in referring deferred seamen to defense industries, 
and reporting the results of this activity to the local boards. This was done 
in order that experienced seamen might be available when shipping resumes 

As the result of DTA’s activity the intercity bus industry has been included 
on the list of essential activities maintained by the Department of Commerc: 

DTA has worked effectively with the National Mediation Board in labor dis 
putes involving railroads, and with the Federal Mediation and Conciliati 
Service in other disputes affecting DTA industries. DTA cooperation is bas 
upon a showing of the need for resumption of activity in order to maintain tra 
portation movements. (DTA has no responsibility in the field of labor relations 
per se.) During the period of this report four Wage Stabilization Board cases 
have required DTA’s cooperation in investigation and certification. 

There are 8 fieldmen of the Bureau of Motor Carriers, ICC, and 28 men of the 
Bureau of Service, ICC, acting as DTA representatives or alternates on the 
regional or area defense mobilization committees. These men assist in fulfilling 
the agency’s manpower responsibilities on regional and local levels. 

DTA has developed a monthly manpower bulletin in digest form covering 
policies, trends, labor-market information, and other related information, and 
has distributed this information to the field staffs of the Bureaus of Service 
and Motor Carriers, ICC, industry associations, labor organizations, and trade 
journals and publications. DTA also distributes periodical statements covering 
timely manpower studies and subjects, and including policies and procedures on 
the following: delay in recall to military service; employment of the physically 
handicapped; deferment of apprentices; veterans desiring apprentice and other 
on-the-job training; and man-hour losses due to work accidents. 

DTA is represented on the Office of Defense Mobilization’s Manpower Polic! 
Committee and the Central Coordinating Committee when subjects are discussed 
or actions taken which affect DTA or the industries for which it is responsible. 

The requirements of the industries under DTA’s jurisdiction for manpower 
include large numbers of highly skilled personnel which authoritative informa- 
tion indicates will become in increasingly short supply. Therefore, planning 
programs must be continued and expanded if manpower is to be available for 
meeting the Nation’s needs adequately in the years ahead. 

In view of the magnitude of the job to be accomplished and the varied and 
fluctuating conditions affecting the manpower situation, the past year’s opera- 
tion of the DTA manpower program shows that it has been well launched, is 
gaining momentum steadily, and as efforts continue results should be even more 
gratifying. 





D. FINANCIAL ASPECTS OF INDUSTRY EXPANSION 


The programs conducted by DTA in this field consist of the processing of 
applications for defense loans under sections 302 and 303 of the Defense Pro- 
duction Act of 1950, as amended, and the processing of applications for cer- 
tificates of necessity under subsection (e) of section 124A of the Internal Revenue 
Code, as added by section 216 of the Revenue Act of 1950. 

At the beginning of the period of this report (specifically the period September 
8, 1951 through September 7, 1952), there were 995 tax-amortization applications 
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ding before DTA in the amount of $917,617,337. During the period 987 addi- 
applications in the amount of $1,016,018,790 were received; 1,476 appli- 
ions amounting to $1,707,600,638 were processed during the period with 1,089 

| recommended for allowance in whole or in part, 324 recommended for denial, 
) ond 68 transferred or withdrawn. At the end of the period, there were 506 tax- 
rtization cases pending before DTA representing a value of $226,0385,489; 
nd 1.289 certificates have been issued by DPA as the result of DTA activity, 

1 690 applications have been denied in whole or in part. 

During the period of this report DTA has received SO requests for reconsider- 
of tax-amortization denials. Forty-six of these requests have been proc- 
to DPA, with allowance being recommended in 13 cases and denial being 
ned in 33 cases. Thirty-four cases are pending before the agency at the 
f the period. 

During the period of the report DTA has received 79 requests for “letters of 

termination” on tax-amortization applications. Seventy-four of these 
plications have been processed to DPA, leaving five requests pending. 

here were at the beginning of the period of this report 47 applications for 

se loans pending before DTA in the amount of $19,172,926. During the 
126 additional loan applications were received in the amount of $46,819.18, 
Sixty-six applications have been processed during the period of the report, repre- 
: 76,244. Of these, 11 were recommended for allowance, 32 were 
ed by DTA or their denial was reconmmended to DPA by DTA, 11 were 
ject to partial allowance and partial denial as recommended by DTA, and 12 
withdrawn by applicants. There remained before DTA at the close of 

e period seven applications for defense loans in the amount of $42,716,000, 
lwenty loans in the amount of $12,181,698 have been certified by DPA, and 14 of 
ese certified loans have been granted by RFC, representing an amount of 
7.700.580. 

The processing of applications requires cooperation with several other gov- 
ernmental agencies having an interest in the facilities involved. Conferences 
re held and data are reviewed, and in some instances written substantiation 

aterial facts is required. Among the cooperating agencies are the Inter- 
s Commerce Commission, the Department of Agriculture, the Munitions 
I d, the Petroleum Administration for Defense, the Department of Defense, 

Defense Production Administration, and the Reconstruction Finance 
poration, 
rhe degree of effectiveness of the tax-amortization program can be measured 

















‘industry expansion of transpertation, storage, and port facilities result- 
ng from the incentive of tax-amortization certification. The statistics listed 
: indicate by number and dollar value the types of transportation, storage, 
: port facilities recommended for expansion through the incentive of tax 
rtization during the period of this report. 

Type of equipment Number Dollar value 
| 
‘ cars ae aictdek a dataanadeniee aida units 12, 231 
. i a a he ee iia do 10, 739 
: er cars ™ we me do 20), 505 
Refrigerator cars... eon : do 4, 856 

nk e gebda i ceal ‘ d 8. 454 
: Other freight cars. __- shiahaidbiaid . io 2,372 
r I motives... : PEE iene all oO 4 

; is and improvement facilities - ..applications 33 
Miscellaneous facilities... - Cates aed sobtbh lo 108 
l ; v transportation 
ninals and repair facilities................-... Seni lo 85 
, tore, tratiers,; arn’ trucks. .................. . units 859 
I waterways: 
e a i a Neale eat Ra do 39 
; hoat and towboats !_____._._..- Se at ea tas ...do 100 ; 
» barges ! cae f Ss ; . io 7 615 32, 648, 673 

it Lakes carriers ! ee ee st 42 41, 005, 820 

: go OE eae eres eas do... 13 13, 963, 901 

f ’ using and storage: 
Pe OT "pa eee eee eae : ncnccce.- DOTTED 672, 310 1, 256, 922 
» 7 Grain storage __. i Serre ee helraieeeee bushels 10, 018, 333 5, 383, 791 
. 9 ler and freezer storage.............................-..cubie feet 10, 847, 719 12, 123, 256 
; ra ee square feet_- 2, 088, 881 6, 186, 909 

e B Port facilities: 

a Una ia in i, i gs te applications 8 18, 175, 652 
r ee ee one 2 2, 208, 600 
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The programs carried out by DTA in the field of “financial aids” represent 
the Federal Government's incentive programs to secure the cooperation of 
industry in accomplishing necessary expansion for defense purposes. In the 
event that required expansion has already been met, or if no expansion wer: 
required, obviously no further program of this sort on the part of DTA would 
be required The following program goals are indicative of the continuing 
necessity of inducement for the expansion of transportation, warehousing and 
storage, and port facilities. At the insistence of the Defense Production Admin 
istration, DTA prepared and filed these expansion goals covering the various 
seginents of the transportation, storage, and port industries. These goals were 
in turn approved by the Defense Production Administration’s Office of Requirs 
meuts. After approval these expansion goals represent the best thinking of the 
highest authorities in the Federal Governument as to what is actually required 
in order for the particular industry to be sufficiently prepared to participate in 
the defense program. The figures below include expansion to date as well as 








the goals themselves: 


( | I i 
Name of goa] 1 od “a ‘ I 
Fre ( 4365, OOM 243, BRE 
L mot a 
Miscellaneous railroad terminal and road fecilities $300), 000, Of FIS82, 023, 341 
Inlatr waterway vesse s, 923 1, 449 
Great Lake re @.rrier - 1 


In addition to the foregoing, certain other goals were approved by DPA as 
open-end goals where the types of facilities and portions thereof to be approved 
for accelerated amortization depend upon individual investigations at particula 
locations. These goals are: warehousing and storage facilities; motor terminals 
and repair shops; inland waterway terminal facilities ; and port facilities. 





E. TERRITORIES AND POSSESSIONS 


The authority of DTA was extended to the Territories and possessions of the 
United States by Executive Order 10324, signed by the President on February 
6, 1952. The extension was effected by amendment to Executive Order 10161 
of September 9, 1950, as amended, changing the definition for “domestic trans- 
portation, storage, and port facilities,” so as to include facilities within the 
Territories and possessions, as well as those within the continental United States 
The same exceptions which apply to DTA’s authority over the domestic trans- 
portation, storage, and port facilities within the continental United States were 
included in Executive Order 10824. 

DTA responsibilities under Executive Order 10824 are twofold: (1) to co- 
ordinate the existing transportation services of the United States and its Ter 
ritories and possessions in the interest of meeting the requirements of national 
defense and caring for essential civilian needs; and (2) to insure that these 
industries set up appropriate programs for utilizing, maintaining, and expand 
ing their equipment and facilities so as to be able to assume promptly such 
greater load as may be imposed upon them by the defense production effort. 
Recognition is given the fact that transportation, storage, and port facilities of 
the Territories and possessions must obtain materials essential for maintenance 
and for expansion to meet requirements. 

The Administrator of DTA designated a member of his staff as Special As- 
sistant for Territories and Possessions to direct and supervise agency activities 
under the extension of authority delegated under Executive Order 1032 A 
team of consultants made a survey of Puerto Rico and the Virgin Islands to 
determine what problems confront the transportation, storage, and port in- 
dustries under DTA’s jurisdiction in those areas. Data were also gathered to 
be used as a basis for long-range defense programs. <A similar survey has been 
conducted in the Territory of Hawaii and on the Island of Guam. A survey 
of the Territory of Alaska is presently under way. 

Arrangements were completed whereby requirements of transportation, storage, 
and port industries in the Territories and possessions for controlled materials 
ean be quickly processed. DTA has already processed requests for such materials 
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for a warehouse at Mayagiiez, P. R., and for a transit shed at the port of Arecibo, 
the latter to be built by the Puerto Rico Transportation Authority. 


F. ADVANCE MOBILIZATION PLANNING 


After preliminary attempts on the part of the National Security Resources 
soard early in 1948S to secure advice with reference to the preparation of plans 
for the mobilization of the Nation’s domestic transport and storage system in 
the event of war, NSRB in November 1948 established a Transportation Office 
us a means of intensifving advance mobilization planning effort. This new 
unit set up task groups in the fields of air transport, ocean shipping, and domestic 
transport and storage. Organization of these task groups was completed in 
January 1949, and work actively started. The reports of the individual sub- 
croups on railroad transport, street and highway transport, inland-water trans- 
port, warehousing and storage, ete., were submitted during 1949 and consoli- 
dated into an over-all report of recommendations to the National Security Re- 
sources Board by February 1950, well in advance of the Korean outbreak and 
available for use as a guide in setting up DTA when, with the introduction of 
production controls, the need for a temporary mobilization agency in the field 
of domestic transportation became manifest. 

rhese NSRB task-group reports did not purport to be fully complete in them- 
selves. While many of the lessons learned through experience during World 
War II were pointed up in firm recommendations of policy, organization, and 
procedure, many of the detailed fields requiring further planning were only 
roughly delineated, leaving the future work of development to the task groups 
or successor bodies. Suggestions as to avenues for further study were set forth 
in the task-group recommendations in the hope that active work would be 
taken up to complete the advance preparatory effort if the national situation 
should require it. 

From the outset, DTA has recognized the need for planning against the future 

the event of a more serious national crisis or all-out war, as well as the need 
for carrying on the day-to-day operating phases of its responsibility for domestic 
transport and storage during the present defense-mobilization period. In its 
program for the preparation of “lay-away” mobilization plans against more 
serious future national emergencies, DTA has provided within the framework 
of each operating division a unit to do advance planning in the particular field. 

Broad responsibility for initiating, supervising, and coordinating such studies is 
vested in the Office of the Executive Assistant, with the understanding that, in 
general, the divisions themselves will develop plans and programs in their 
respective fields, with the division directors assuming the responsibility for the 
readiness of their divisions to meet any future problem which might confront 
them. Such programs include more drastic measures to insure traffic move- 
ment and conservation of transportation services and facilities; the allocation 
or rationing of motor fuels, equipment, and maintenance, repair, and operating 
supplies to end-users in transportation, storage, and port services; measures to 
provide for more effective utilization of warehousing and storage facilities, as 
Well as provision of emergency storage facilities; and additional measures for 
port traffic control and coordination. 

Under this plan of operation, existi=g DTA personnel in the operating divisions, 
when not fully engaged in operational work because of the spread-out mobilization 
timetable, is used for advance mobilization planning purposes under the super- 
Vision of those key personne! regularly charged with such responsibilities. © [n 
this way, the organization is available for operational purposes on a basis which 
provides flexibility in shifting back and forth from emphasis on operational pro- 
edures to program planning, as conditions indicate. By using the same indi- 
viduals and the same talents under different direction, the internal organization 
structure of DTA provides for economical movement in either direction, operations 

advance planning, as the need dictates. 

In addition to its intra-agency mobilization planning activity fer traffic move- 
ment, conservation, and allocation and rationing programs under conditions of 
greater emergency, DTA is engaged in advance mobilization planning coopera- 
tively with other agencies of the Government. Active participation in the work 
of the Facilities Protection Board Task Group on Transportation and the Indus 
try Evaluation Board Task Group on Transportation characterize this type of 
interagency mobilization planning. 

The most recent and perhaps most important example of interagency advance 
mobilization planing is that dealing with transportation during times of civil 
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defense emergency. DTA has participated in activities sponsored by the Office of 
Defense Mobilization covering this field of study. The DTA Administrato 
and other officials of the agency have been active in the conduct of a Task Grou) 
for Civil Defense Transportation established by the ODM-7 Committee 
Defense Transportation and Storage. <A report on this subject, together wit 
proposed memorandum of agreement as among the interested agencies of the 
Federal Government, was drafted by the task group and submitted to the parent 
body for consideration. Following this activity, the ODM Committee for Defens, 
Transportation and Storage established a subeommittee to further pursue advair 
mobilization planning in this field. DTA has been an active participant in the 
activities of this subcommittee, which are continuing at the close of the peri 
of this report. 


G. DEMOBILIZATION PLANNING Es 


The Defense Transport Administration has been ever mindful of its respor 
sibility to prepare for decontrol and demobilization in the face of an improved 
world situation, just as it has been alert to its responsibility for advance nx 
zation planning. Each step taken in the growth of the organization has be 
taken with the knowledge that it will have to be retraced when the need for 
performance of the control, activity, or function ceases, and the action taken | 
been tempered by that knowledge. DTA has built slowly, conservatively, a1 
simply. This has been recognized by the agencies of the President's household 
and of the Congress, whose duties include an interest in management efficien 
on the part of agencies of the executive branch. 

The imposition of budget cuts for the fiscal year 1953 have brought about a 
type of introspection and objective self-examination on the part of DTA whi 
will serve it in good stead in continuing its place as a well-managed por 
of the Nation’s over-all defense mobilization activity. In addition to th 
immediate steps which have been taken to adjust the staff of the organization 
and its other expenses in a manner consistent with budget considerations 
the fiscal year 1953, a formal demobilization study will shortly be laun 
within the agency as a basis for long-range planning in the event that 
national welfare should require fewer controls and defense production 
ities than those which characterize the present budgetary levels of perforn 
ance. This demobilization study will have as its objective the determinat 
of the steps which should be taken by the agency in the removal of restrictions 
and controls, and the discontinuance of mobilization activities no longer neede 
as time goes on, so as to permit such controls to be withdrawn and such act 
ities to be discontinued in an orderly and systematic manner consistent with 
the needs of the times. Certain fundamental considerations and assumptions 
for this study have been set up, and a basis for objective self-examination |) 
the offices and divisions of the agency has been established. 


H. DEFENSE HISTORY PROGRAM 


The Defense Transport Administration is cooperating in the defense hist 
program initiated by the Office of Defense History of the Bureau of the Budget 
at the request of the President. This undertaking, which will record for the 
workers who follow the “how” of the present national mobilization effort in 
each important field of activity, is being conducted within DTA through th 
utilization of time of operating personnel when they are not fully occupie 
with daily operational duties. Skilled guidance is given these employees 
through a staff member of the information office and a DTA archives commit 
tee, consisting of the executive assistant, the general counsel, and the i: 
mation officer. Not a single employee has been added to the DTA stafi 
meet the President’s request in this instance. 


DTA PROGRAMS AS RELATED TO SMALL BUSINESS 


The Defense Transport Administration has kept in close touch wit! 
activities of those agencies of the Government which have been successive!) 
concerned with small business during the progress of the current defense 
mobilization effort. There has been continuing participation in the inter 
agency advisory activities of such agencies. Government objectives for sma 
business have been constantly kept before the staff and operating officials of 
DTA as a result of this liaison. 

Although railroads in general are considered as big business, there are man) 
small class II and III lines which fall into the category of small business 





aeree 


XSite 





pistons: ates 


REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 163 


Programs designed to provide and equitably distribute adequate car supply and 
expedite traffic movement inevitably benefit these smaller lines, and close 
cooperation has been maintained with the American Short Line Railroad Asso- 
ciation in order to aid in any specific difficulties encountered by its member 
lines. The very nature of common-carrier railroad service and its availability 

small business is such that small business is directly and effectively benefited 
by the programs which have been carried out. 

With few exceptions operators in the field of street and highway transportation 
fall within the category of small business, particularly businessmen, salesmen, 
and professional men in the conduct of their businesses. Similarly, the services 
offered by highway transportation are largely those for small business because 

ey provide a flexibility of delivery and pick-up services which cannot be offered 
by other means of transportation. As long as DTA is able to discharge its 

bligation to provide adequate services to meet all needs, the needs of this 
gment of small business are and will be completely cared for. There have 
| no specific problems or questions where transportation operators or small- 
business men have had to secure relief in a transportation situation simply on 
basis that they are small businesses. The field staff of the Interstate 
Commerce Commission representing DTA is active in meeting and understanding 
the problem of small business at the local level. For example, in the case of 
production as related to transportation services, data are being collected by the 
reau of Motor Carriers, ICC, for DTA, and care has been taken to see that 
inquiry is being made of a proper cross-section of small- and medium-sized 
businesses as well as of the larger producers and shippers. 
There are approximately 2,700 operators in the inland water transport fleet, 
nd over 95 percent of them represent small businesses. In the same connection, 
over 90 percent of the ship repair and building yards may also be classified as 
small business. DTA has given appropriate attention to these small businesses 

a natural result of its attention to this entire field of domestic transport 
ctivity. 

The warehousing and storage industry consists almost entirely of small- 
business interests. This is evidenced by the fact that the cost of the 357 facilities 

nstructed under the incentive and assistance programs for all types of ware- 

using facilities averaged approximately $255,000 per project. Only 10 of these 
projects ran in excess of $1,000,000. Furthermore, none of these facilities 
squire in excess of 100 employees in their operation, and it is believed that 
these programs all fall within the usual definition of assistance to small business 

In the field of port utilization appropriate attention has been given in the 
administration of DTA programs to the problems of the smaller ports. Definite 
attention is given by interagency study groups in this field to the determination 
of methods for keeping the smaller ports “alive” in order to insure their avail- 
ability as alternate ports in the event of enemy acts of warfare on the coastal 
shelves of the continental United States. 

In the fields of equipment and materials, and manpower, identical attention 
is accorded small business as that given to so-called big business in the ad- 
ministration of DTA programs. Under the tax amortization and defense loans 
programs, approximately 90 percent of the applications received by DTA are 
from the warehousing and storage industry, the motor carrier industry, the 
inland waterways industry, and the port industry. These represent small busi- 
ness as defined by the Small Defense Plants Administration. In addition, a 
minor portion of the applications for railroad facilities are filed by small short- 
line railroads. The statistics contained in the tabulation covering tax amortiza- 
tion activity on the part of DTA indicate the amount of expansion inducement 
offered to small business by DTA. 





DTA INDUSTRY ADVISORY COMMITTEES 


During the period of this report there have been no activities involving the 
use of industry advisory committees by DTA. In fact, the Shippers Advisory 
Committee and the Railroad Advisory Committee reported on in the first report 
by DTA to the Joint Committee on Defense Production have not been reconsti- 
tuted since the issuance of Administrative Order DTA-3 under date of April 
21, 1952. These two committees were established under Administrator’s Memo- 
randum No. 4, issued on January 20, 1951, and were terminated with thé revoca- 
tion of that memorandum on April 21, 1952. 





164 REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 


DEFENSE TRANSPORT ADMINISTRATION STAFF 


In the interest of economy and to eliminate duplication of office space and 
supervisory personnel wherever possible, DTA, as a matter of policy, makes 
use of the existing facilities of the Interstate Commerce Commission to the ex- 
tent available. Through arrangement and agreement with ICC, DTA is using 
95 ICC field offices. DTA is also using the departmental services of the ICC in 
Washington to assist in administrative matters pertaining to the joint interest and 
dual operation of these two agencies. By reason of this cooperation between 
ICC and DTA, it has not been found necessary under present conditions for 
DTA to establish any field offices of its own. Services performed by ICC for 
DTA are paid out of an ICC working fund provided by DTA. 

As of September 1, 1952, the Defense Transport Administration staff was dis 
tributed as follows: 


Regular employment__--_----~ Te sl Acard tartans siosrtcita chien sale 153 
W. A. E. consultants__- ‘ ¥ * — 13 
W. O. C. consultants_____-~_- SP ae ea eae ahd 5 ossruligcaietecamia, 17 

Total «.... Be thes or Bone ae a Sa 183 


Working fund, ICC: 
Bureau of Administration —_—~ H eed deca . . 


Bureau of Service ; ; a 114 
Bureau of Motor Carriers__ a aS a ea ees — a} 
Bureau of Water Carriers and Freight Forwarders Ree etal a 2 
RANA pissin erinics eatin ao Soe eter eapiin a eae leap enema ereieitn nats | 
I NU aise seh eters laetecenebns deol ead bind ieteeebaommanbereimpe aie aoe 361 


DTA has just completed a reduction-in-force program to adjust its operations 
in a manner consistent with the budget approved for fiscal year 1953. 


MAJOR PROBLEMS CONFRONTING THE DEFENSE TRANSPORT ADMINISTRATION 


In the field of railroad transport, the major problem which continues to con- 
front DTA is the allocation of insufficient materials by DPA/NPA to provid 
currently for the necessary expansion of railroad plant in accordance with DTA 
quarterly claims, which have been prepared and submitted on the basis of fully 
documented justifications. DTA’s other programs in the field of railroad trans 
port are necessarily a palliative for a basically unsound situation, and no rea 
progress in providing a railroad plant fully adequate to meet mobilization rx 
quirements can be made until the problem of adequate material allotment 
solved, with particular reference to freight cars and rail. In view of this situa 
tion, the one other basic problem is to prevent any slippage in the effective car 
utilization and traffic movement which have been achieved, and to continue t 
explore ways and means of improving these factors in order to “make do” with 
the available car supply and railroad facilities. Although they cannot be char 
acterized as immediate problems in the technical sense of the word, speci 
attention is being given at the moment to matters of car ownership by indi- 
vidual railroads by types of car, and to the handling of less carload traffic. 

In the field of street and highway transport, a severe shortage of petroleun 
rubber, vehicles, or parts, or lack of a balanced supply of these items, would ly 
critical to the ability of DTA to discharge its obligation to provide essential trans- 
portation. Vehicle programs in the past year have been maintained at little 
better than replacement levels because of material shortages and have not taken 
into account needs which would be imposed under mobilization requirements 
The impact of the steel strike has been so severe that maintenance of even re- 
placement levels of production is doubtful before the second quarter of 1955 
Another major problem is the establishment of claimant agency relations and 
procedures, where they do not presently exist, to permit DTA to pursue its 
claims effectively. The refinery strike in May illustrated the serious need for a 
Petroleum Fuel Requirements Committee. Such a committee will also serve to 
solve collateral problems where it is necessary to have joint action of more than 
two agencies. For example, the effective handling of fuel distribution requires 
the setting of criteria by DTA as to how the fuel available for domestic street 
and highway transportation shall be distributed. The mechanics of distribution 
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o end users in transportation should be the function of the rationing agency, and 
the practicability of such distribution should stand the review of the Petroleum 
\dministration for Defense, the agency responsible for the production and distri 

bution of fuel. 

In the field of inland water transport there is a continuing problem of securing 
idequate supplies of steel and components in order to achieve progress with the 
Great Lakes construction and conversion program and the barge, towboat, and 
harbor craft construction program. The training and retention of shipyard 
personnel also represent problems of major significance. 

rhe three major warehousing problems confronting DTA are: (1) The con- 
tinuing evaluation of the requirements of the Government and civilian economy 
for storage, and the availability of such space; (2) by effective use of the 
available incentive and assistance programs to assure that industry provides 
udequate space to meet these requirements; and (3) the perfection of the ad- 
vance plans for the allocation of storage space and the use of alternate facili- 
ties in the event of a serious emergency. 

Authoritative information indicates that industry will experience an increas 
ing problem in its manpower supply. Manpower requirements of the industries 
under DTA jurisdiction inelude large numbers of highly skilled personnel 
Therefore, planning and activity must be continued and expanded if the Nation’s 
transportation needs are to be adequately served in the years ahead. 





DEPARTMENT OF COMMERCE 


THE ASSISTANT SECRETARY OF COMMERCE. 
Washington 25, D. C., September 19, 1952 
Hon. Burnet R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
United States Se nate, Washington, Dp. C. 

Dear SENATOR MAYBANK: This is with further reference to your letter of 
August 22, 1952, requesting certain kinds of information concerning the Depart- 
ment of Commerce’s operations under the Dofense Production Act during the 
past year. This information is being furnished in the form of a departmental 
report consisting of an introductory statement and reports for the individual 
bureaus and offices for the period October 1951-September 1952, particularly 
with respect to the nine points mentioned in your letter. 

Chis is the complete report of the Department of Commerce. 

Sincerely yours, 
CLARENCE H. OSTHAGEN, 
tssistant Necre tary of Commerce (Administration 


INTRODUCTION 


This report consists of individual statements of bureaus and offices of the 
Department of Commerce, a personnel summary, and an appendix containing 
copies of delegations of authority to the Secretary of Commerce and his redelega- 
tions of authority for defense programs. The statement of each bureau and office 
is divided into sections, numbered in accordance with the August 22 request of 
the Joint Committee on Defense Production. The arrangement of burean and 
office statements is in the order of number of Department of Commerce personnel 
engaged in activities under the Defense Production Act, beginning with the 
largest. 

The bulk of the Department of Commerce’s activities under the Defense Pro- 
duction Act arises under title I, Priorities and Allocations, and part I of Execu- 
tive Order No. 10161 which delegated to the Secretary of Commerce the Presi- 
dent’s authority in certain areas relating to this title. In turn, the Secretary 
of Commerce delegated substantially all of his authority (except that relating 
to the use of transportation facilities) to the National Production Authority by 
Department Order No. 123. The January 24, 1951, amendment and the June 
-), 1951, Supplement 1 to this order were transmitted to the Joint Committee 
on Defense Production on October 8, 1951. The appendix contains further 
amendments to this order. 

In addition, the Department has received some other authority under title 
II of the Defense Production Act, relating to V-loan guaranties, and under 
Executive Order No. 10219, relating to certain transportation functions, which 
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the Secretary of Commerce did not delegate to the NPA and which are handled 
by officials in the Office of the Secretary of Commerce, principally the Under 
Secretary for Transportation, under Department Order No. 128. The August 
6, 1951, amendment; the September 21, 1951, amendment 1 to Department Order 
No. 128, amended; the March 15, 1951, Supplement No. 1; the June 25, 1951, 
Supplement No. 2; the June 25, 1951, Supplement No. 3; and the September 21, 
1951, Supplement No. 4, revised, were transmitted to the joint committee on 
October 8, 1951. The appendix of this report contains further amendments and 
supplements to this order, and a copy of Department Order No. 137, establishing 
the Defense Air Transportation Administration. 

The personnel summary reveals that, except for the National Production 
Authority and the Office of Field Service, the defense functions of the Depart- 
ment of Commerce require very few people. This is explained by the fact that 
the regular staff of the Department carries out many defense functions along 
with its regular assignments. This is particularly true of the Office of the 
Secretary, where the chief policy-making and administrative activities of the 
Department are carried out. The Office of the Secretary has brought about 
effective coordination of defense activities with regular activities of the Depart- 
ment ut the Same time it was performing necessary administrative services for 
mobilization agencies of the Department. The Bureau of the Census also is 
an outstanding example of a dual service agency in its performance of statis- 
tical collection, tabulating, and analysis functions for a number of mobilization 
agencies of the Government at a fraction of the cost in money and man-hours 
that would be required by the establishment of statistical processing units 
each defense mobilization agency. Similarly, personnel of the Maritime Admin- 
istration was used to staff and service the National Shipping Authority, created 
in March 1951 to determine requirements for and make allocations of ocean- 
going merchant shipping, and to plan for the operation of merchant ships in 
the event of all-out hostilities. 

It will also be recalled that practically the entire personnel of the Depart- 
ment’s Office of Industry and Commerce was transferred to the National Produe- 
tion Authority in 1950, and since then has performed functions in connection 
with the mobilization program indentical or closely similar to those in which 
it has been regularly engaged since World War II. 

This extensive use of the Department of Commerce’s regular personnel and 
facilities greatly expedited the transformation from an effective peacetime to 
an efficient defense organization. With the passing of the peak of the mobil- 
ization effort a reverse transformation will be similarly facilitated by the exist- 
ence of a nucleus of administrative and planning officials who have maintained 
a satisfactory balance between the mobilization activities of the Department 
and its continuing peacetime activities. 


NATIONAL PropucTION AUTHORITY 


AUTHORITY AND RESPONSIBILITY 


The authority from which the National Production Authority derives its powers 
is substantially the same as it was last year. The basic authority under which 
the programs of the National Production Authority are carried out stems from 
the provisions of the Defense Production Act of 1950. Pursuant to this act, the 
President by Executive Order 10161 (dated September 9, 1950) delegated certain 
authority, under titles I, II, and III of the act, to the Secretary of Commerce whi, 
in turn, by Department of Commerce Order 123 (dated September 11, 1950), 
created the National Production Authority to discharge most of his responsibili- 
ties under Executive Order 10161. Because of their relation to the defense 
program, the new agency was also charged with the Secretary’s responsibilities 
under the Rubber Act of 1948, as amended. Subsequently, on January 3, 1551, 
certain of the Authority’s programing functions were transferred to the Defense 
Production Administration through Executive Order 10200. 

As of September 1, 1952, the authority under which the National Product! 
Authority performs its functions was derived from the following: Defense Pro- 
duction Act of 1950, as amended (Public Law 774, S8ist Cong.; Publie Law ‘6, 
82d Cong.: Public Law 429, 82d Cong.) ; Executive Order 10161 (15 F. R. 6105); 
Executive Order 10200 (16 F. R. 61); Executive Order 10281 (16 F. R. 8750): 
Defense Production Administration Delegation No. 1, as amended (16 F. R 
738: 16 F. R. 4594, 11245); NPA Organizational Statement No. 1 (17 F. R. 
4305) ; Rubber Act of 1948, as amended (62 Stat. 101, 50 U. S. C. App. Supp. 
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1921) ; Executive Order 9942 (13 F. R. 1823) ; and Defense Production Admin- 
istration Order 1 (16 F. R. 4913, 11038; 17 F. R. 899). 


CHANNELING OF PRODUCTION RESOURCES 


(the basic policies underlying the operations of the Authority during the period 
under review were to meet defense requirements in full; to provide for expanded 
requirements for direct defense-supporting programs and important industrial 
production areas; and, after these needs were met, to assure that the remaining 
supply of materials and products was distributed equitably for nondefense uses. 

During the 2 years since Korea NPA has helped industry to channel the Nation's 
resourees into production programs which will make this country ready to 
combat military aggression. This has been accomplished by issuing allotments 
of scarce materials, priorities for military products, directions for special 
action and control orders. Llustrative of the effectiveness of these operations 

: the trend in production of individual industries since Korea. Plants producing 
craft, tanks, and ammunition increased their production by nearly three times 

» the fourth quarter 1950. Plants producing components and production 
equipment also increased their rates, although they did not show as rapid accel- 
eration since they were operating at a relatively high level. Strictly consumer- 
goods industries, which were not needed for defense purposes, reduced their 

itput, as the result of diversion of materials and of a recession in demand. 


SHIPMENTS-METALWORKING INDUSTRIES 
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riorities and directive assistance to assure adequate support of military, atomic- 
cnergy, and defense-supporting programs 

Priorities assistance.—The elements of the priorities system were developed 
luring the first year of the operation of NPA, but have continued to be used 
during the period of this report. The various steps involved in the develop- 
nent are reviewed in the following paragraphs: 

\s the result of the preparations which were made by the Department of Com- 
‘ierce and other agencies (such as the Department of Defense and Atomic 
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Energy Commission) during the summer of 1950, it was possible to start actions 
tending to divert the productive resources of the Nation into mobilization ch 
nels within 3 weeks after the establishment of the National Production Authority 
On October 3. 1950, a broad priorities system was established by the Natior 
Production Authority, under the Defense Production Act, to assure priority 
the production of goods and services tor defense orders (DO). At the outset 









































rating assistance Was made applicable to direct-defense and atomic-energy pr 
curement. The system established a single rating band with no degree of prete 
ence Within the band. These ratings were to be authorized by the procurement 
services of the Defense Department and the Atomic Lnergy Commission. 

The system provided for the rating of any material or product under the ju 
diction of the NPA, including production materials, production equipment, ai 
materials required for maintenance, repair, and operating supplies. However 
the extendability of the ratings received by a producer of a given material 
product was limited to those materials and to such quantities as were required 
for delivery on the particular defense order or which were to be physically incor 
porated into the product, including containers. These ratings could also be uss 
for replacement in inventory of the materials delivered or incorporated for ck 
livery on rated orders. 

The priorities system, as originally issued, provided for extension of ratings 
for production materials and provided for specitic authorization for the use of 
ratings for production equipment and other capital additions. Similarly, mat 
rials required for maintenance, repair, and operating supplies also required an 
authorization if ratings were desired. With the widening out of subcontractin 
for the defense program and the increasing demands of defense orders serve 
on all types of business enterprises, if was decided to take an action smiliar ¢ 
that taken in World War IL: namely, to issue a regulation which would establish 
quotas for maintenance, repair, and operating supplies within which dollar 
quotas, industry, in general, could self-anthorize the use of ratings to obtain 
such materials. This authority was issued as NVA Regulation 4 on February 27 
151 

The priorities system in general has been modified in only two major respects 
Experience with the special directives referred to above demonstrited the desir 
ability of establishing un emergency rating. This was provided as the DX rating 
which was to be contined to extreme emergency use in that sense was comparable 
to the directives as formerly used. It had the advantage of being extend 
uble throughout the chain of production materials required to effect the par 
ticular delivery in question. The other major change was the establishment 
of a precedence in the delivery or performance dates in section 15 of NPA 
Regulation 2 for DO-rated orders bearing the program identifications A, B, ( 
or E, followed by a digit. These are the program identification symbols of th 
major defense programs and the Atomic Energy Commission. It provided th 
in the event that a supplier could not fill on schedule all his DO-rated orders 
must give precedence over any other rated orders to orders bearing the ali 
identifications. 

Directives assistance.—In the fall of 1951 it became evident that spe 
measures should be taken to assure the proper flow of B-products and B-prod 
components to essential military and atomic-energy production and constr 
tion programs. To this end new procedures established to cope with this prot 
lem were announced on December 10, 1951. The steps to be taken and the bas 
principles to be followed were: 

1. Preferential status for those authorized controlled materials (ACM) orders 
which bear the symbols A-F was to be preserved, and this preference was to be 
extended to manufacturers of machine tools and related equipment. 

2. Directives were to be freely issued by NPA when needed to supplement this 
preference in instances where orders could not be placed without directives. 

3. Directives were also to be issued to insure placement of ACM orders 06 
producers of components and equipment which could be identified as requires 
for military or AEC or machine-tools programs, even though not included in a1 
automatic preference class. 

4. Vigorous enforcement of section 15 (d) of NPA Regulation 2 relating 
precedence in delivery or performance dates for military or atomic-energy rated 
orders was to be instituted so that preferential status for deliveries would bh 
assured on components and products to be provided for preferred programs i! 
the event of conflict with nonpreferred programs. 





REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 169 


>. Directives were to be freely issued to compel acceptance of military, AEC, 
and machine-tool program orders for B products where acceptance could not 
otherwise be promptly obtained. 

6. Special units were to be set up in all NPA divisions having responsibility 

B-product components to insure prompt action in processing requests for 

sistunce in expediting and scheduling preferred programs mentioned above 

nd for key defense plants expansions. 

Special procedures were to be provided for a few selected companies whose 
duction is primarily devoted to preferred programs. These procedures would 
mit authorized compani’s to utilize separate identification symbols to obtain 
requirements, including components and controlled materials, on a preferred 
s without necessity of precise identification in particular programs First 
horizations were to be extended to selected manufacturers of aircraft com- 

nents, : 

Basic allotments of controlled materials to component manufacturers were 

» increased, where necessary. 

9, Reports were to be required supplementary to CMP-4C applienti : 
permit estimates of the requirements of new and current construction projects 
for components and equipment which are also required by military end product 

grams. Where necessary, construction projects were to be deferred or plased 
nsure needed deliveries of such items to military programs 

10. All of the foregoing steps were to be governed by the following principles: 

)} Where interference or displacement cannot be avoided, nondefense produc- 
n Will give way to defense production. 

b) Military and essential industrial expansion will be given preference over 
ther types of construction. 

(¢) Defense Department will be asked to furnish a “relative urgency” list, to 

ide choices between competing military programs. 

d) Where possible, placement of orders and expediting assistance will be 
omplished without interference with other programs through maximum 
gation of all available facilities. 

The carrying out of this program called for the establishment of operating 

ts in the three controlled materials divisions in the Metals and Minerals 
irenu, to give special attention and priority treatment to placing orders for 

trolled materials and to get delivery of controlled materials, where required, 

prevent failure to deliver a product to the military on schedule. rhe estab- 
shment of such operating units, together with the anpropriate form to be used 
for this purpose, was announced by press release on December 3, 1951 

In addition to setting up the above procedure for controlled materials, sched- 
uling and expediting units were established in the industry divisions responsible 
for B-product production, headed by divisional coordinators of scheduling and 
expediting. The function of these units was, and is, to assure that cases involving 

ctual or threatened shortages which might delay essential programs were given 
the maximum possible prompt and effective attention The establishment of 
1] ‘units in the several divisions has materially aided in the handling of cases 
quiring expediting action. It has provided effective control and a follow-up 


nsuch cases, It has also provided a focal point w ith which the Priorities and 


's Division and other divisions and offices of NPA and other agencies 
deal with the processing of special assistance requests 


rentory control 

It was believed preferable to move into inventory controls slowly and impose 
the general requirements of limiting orders and receipts on the major production 
materials rather than imposing inventory control across the entire economy. 

\ccordingly, NPA Regulation 1 (inventory-control regulation) was prepared 
und issued Se] tember 18, 1950. It impose d the restrietion on ordering, delivery, 
nd receipts only on the production materials listed in the regulation Included 
ere some building materials, certain major chemicals, forest products, iron and 
steel and nonferrous metals and minerals, rubber and a few textile materials 
expected to be in short supply for the defense effort, such as high-tenacity rayon 
yarn, and nylon. The general restrictions of the control limited receipts so that 
resulting inventories would not exceed practical minimum working levels, meaning 
the smallest quantity of material from which a person can reasonably meet his 
deliveries or supply his services on the basis of his currently scheduled method 
and rate of operation.” 

It was recognized that the general provisions of NPA Regulation 1 would not 
ueet all the specific needs for particular materials and, therefore, as material 
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orders were issued, the more restrictive provisions or special provisions relating 
to ordering and receipts were incorporated in the individual orders. 


Allocation of critical materials 

Based on estimates received from the Department of Defense and the Atomic 
Energy Commission, there were clear indications that, in some areas, direct 
detense requirements would be so heavy as to disrupt even defense-supporting 
activities, unless the distribution and use of these extremely scarce materials 
were placed under complete allocation. This would enable the NPA to screen all 
applications and to divide up the available supply to maximum advantage for 
the defense program without too seriously disrupting the defense-supporting 
economy. In some instances the military requirements exceeded the total sup- 
ply. In other instances, such as synthetic rubber, it was essential to allocate 
this product to assure equitable distribution throughout the entire economy 

In the administering of these allocation controls, the operating divisions 
established division requirements committees on which the several claimants, 
including the Department of Defense and the Atomic Energy Commission, are 
represented and consulted with reference to the proposed distribution of these 
key bottleneck items. Only approximately 30 materials were subjected to this 
type of control. Ten chemicals were placed under complete allocation, in addition 
to the synthetic rubber referred to earlier. Of these only two methylene chlo- 
ride and thiokol, are still under control. It was also determined initially neces- 
sary to allocate cattle hides, calfskins, and kips. Similar action was taken in the 
case of 18 nonferrous metals: tin, zinc, lead, selenium; and the 14 alloying mate- 
rials: boron, calcium, chromium, cobalt, columbium, manganese, molybdenum, 
nickel, silicon, tantalum, titanium, tungsten, vanadium, and zirconium. These, 
along with similar controls for artificial graphite, carbon electrodes, and natural 
and synthetie cryolite represent the total to date. 


Programing functions of NPA 

While the Defense Production Administration has the major responsibility 
for central programing of levels of output or activity in the principal sectors 

of the national economy, NPA must of necessity develop programs for nearly a 
thousand individual products for which materials are to be allotted under CMP. 
This responsibility is not restricted to purely civilian type products, for NPA 
must claim for the materials of common components that are used both in the 
production of military production and in the production of civilian products, 
Thus, this agency in its planning and programing activities plays an important 
part in supporting and insuring military production. Furthermore, the NPA 
must not only look at the military programs but must gear the level of output 
of industrial goods into the build-up of the expansion programs such as the 
electric power programs by providing for sufficient production of turbines and 
engines. In certain instances, where long-lead-time items are involved the pro- 
graming operations are carried out not only through means of material alloca- 
tions but also by means of scheduling of production and its distribution by means 
of order boards. 

In the case of strictly consumer-type items, the programing operations must be 
accomplished within the material allocations provided by DPA for consumer 
goods. While an over-all limitation was thus placed upon the amount of mate- 
rials which consumer goods producers could receive, it was possible to maximize 
production by the proper substitution of the less critical materials for the more 
critical metals. 

In the programing operations NPA has throughout its existence been dominated 
by the policy that military requirements for those products under its jurisdiction 
must be met at all times. 

The Controlled Materials Plan in operation 

In the initial phases of the defense mobilization effort, a simple priority 
identification was sufficient to assure needed materials for defense. It soon 
became apparent, however, that with a greatly enlarged military program 4 


priority system alone would be wholly inadequate to provide an orderly distri- 
bution of basic materials and hence of components and end products among 


defense and civilian producers. Adoption of the Controlled Materials Plan wh 


had been thoroughly demonstrated during World War II as the best method to 
achieve this objective was decided upon as the most logical solution. The 


flexibility of CMP has proved to be particularly suited to today’s dual econo: 


The Controlled Materials Plan was put into operation for the third quarter 


of 1951. In this initial phase CMP was introduced on an open-end basis 
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rhat is, its application was not universal, since producers of designated civilian- 
type items of relatively low essentiality were allowed to purchase controlled 
materials without allotment authority. The tightening of the controlled ma- 
terials supply-demand situation during the summer of 1951, largely due to the 
nereasing metal requirements for military production, dictated the policy de- 
cision to close CMP beginning with the fourth quarter of 1951. 

During the course of the year a variety of actions were taken providing for 
modifications in the Controlled Materials Plan which were designed to (1) 
streamline the plan by establishing the necessary procedures to eliminate opera- 
tional problems which had arisen, and in general to assure a much smoother 
and more effective operation of CMP; (2) implement new policy decisions 
brought about by emergency situations and economic changes; and (3) simplify 
the operation of CMP so as to enable NPA to discharge its responsibilities under 
the Defense Production Act with a curtailed budget and personnel during the 
current fiscal year. 

Balancing supply and demand.—The issuance of direction 7 to CMP Regula- 
tion No. 1 on October 1, 1951, cleared the industrial system of the purchase order 
authority carried over from previous actions of the NPA. This direction reduced 
authorized purchase authority on the controlled material suppliers to the level 
of the allotment authority issued under the quantitative procedures of the Con- 
trolled Materials Plan, and laid the basis for bringing supply and demand into 
balance. 

The production directive system has had sufficient time to make itself ef- 
fective in shifting the pattern of mill output in terms of individual shapes and 
forms to meet the authorized controlled material orders placed by CMP con- 
sumers under the authority of their allotments. By directing the mills in 
advance to produce specified tonnages of particular controlled material products, 
it has been possible to do a much better job in matching the supply of particular 
shapes and forms with the authorized controlled materials orders placed for these 
products by CMP consumers. 

The combination of the foregoing developments, which resulted in a CMP 
operation of genuine effectiveness, in turn had two important psychological 
effects. With CMP consumers having reasonable assurance of their ability to 
cash tickets, the placement of purchase orders now occurs on a more orderly 
basis in contrast to the previous wild scramble to achieve mill acceptance at the 
earliest possible moment. Similarly, the assurance of future delivery of accepted 
tonnages now permits industrial consumers to reduce inventories to minimum 
practicable levels and removes the incentive for assuring unbroken operations in 
the future by pressing against established inventory ceilings. 

rhe B product component problem.—In view of the fact that the production 
levels for B product components are determined on the basis of anticipated 
demand by the producers of such products, serious problems were presented with 
respect to assuring timely and adequate supplies of such components for meeting 
defense needs. Therefore, as soon as the controlled materials plan was func- 
tioning effectively, full attention was directed to the problem of B product com- 
ponents. In this connection close cooperation has been maintained with the 
Department of Defense and the Atomic Energy Commission, as well as with other 

\imants, in an endeavor to develop procedures which would improve the supply 
of B product components for their programs. Only the most pertinent can be 
described here. 

Allotment levels, and consequently production levels, for common components 
were raised substantially for the first quarter of 1952. This basic approach to 
the problem was continued in subsequent quarters. 

The CMP-4B application form for the second quarter 1952 and subsequent 
quarters was revised to permit B product manufacturers to show separately their 
material requirements for military, atomic energy, and machine-tool programs. 
"he rules relating to the processing of these applications by the NPA Industry 
Divisions were changed so as to strengthen the assurance that the materials for 
these programs would be allotted on the basis of 100 percent of screened require- 
ments, The screening of the applicant’s requirements was accomplished in 
‘ccordance with rules concurred in by the Department of Defense. 

_ A new universally extendable rating symbol, DX, described above, was estab- 
shed September 13, 1951, as a device for providing superpriority to insure a flow 
of production materials (other than controlled materials) for military programs 
in difficulty. This superrating permits the expediting of deliveries where needed 
Without the use of directive action. On the same date, provisions were made to 
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apply preferential delivery status to military and atomic energy delivery orders ; 
and in December this was extended to machine tools. 

On April 16, 1952, a list of B producis used almost exclusively ip aircraft pr 
duction was published with the concurrence of the Munitions Board, the Air 
craft Production Resources Agency, and the Defense Production Adininistration 
This list represents the special aircraft B preducts upon which the military 
aircraft schedules depend heavily. These B products are readily identifiabl: 
by manufacturers and the production requirements fer them can be isolated 
for special handling by the producers. Beginning with the fourth quarter of 
52 allotments for the production of these so-called APRA B Products will be 
issued by the Aircraft Production Resources Agency at Wright-Patterson Field 
Dayton, Ohio, which will enable APRA to relate the production of these con 
ponents to its military aircraft schedules. The Official CMP Class B Product 
List for the Fourth Quarter of 1952 contained a separate listing of these air 
craft Components, 

Steps taken to alleviate the impact of the steel strike on defense production 
Immediately subsequent to the start of the steel strike (June 2, 1952), a number 
of directions were issued under the appropriate NPA orders to insure that t] 
dwindling supplies of available steel would be available for the defense programs 
during the strike and until production again filled the pipeline of supply. On 
July 28, the Administrator of DPA and NVA issued the following statement : 

“Under its mandate from Congress to use priorities and allocations to promote 
the national defense, DPA-NPA will take all reasonable steps possible to restore 
full-scale production for military production and atomic energy preduction 
schedules which have suffered losses because of the strike. They will als 
protect those military schedules which have not yet suffered but are threatened 
with shutdowns or reduced rates of operation because inventories are nearing 
exhaustion. They will also do anything they can to restere the ability of pro 
ducers for military and atomic energy programs to regain in the shortest possible 
time, any ground that has been lost or will be lost because of the strike. In 
brief, our primary objective will be to minimize the impact of the strike on the 
creation of an adequate defense force, in being, according to present schedules 

Among the many regulations and directions issued, one of the most important 
(M-G6A, Direction 8, July 28) provided for the maintenance of a flow of stee! 
products to military contractors whe ordinarily obtain their requirements from 
warehouse stocks; it also assured small business a portion of the available 
Warehouse stocks and provided, where possible, both small and larger steel 
consumers With steel, in addition it limited the quantity of steel available to 
any one customer in order to spread new steel supplies. 

Secondly, Direction 15 to CMP Regulation No, 1 was issued July 29 providing 
that all scheduled second quarter and all third quarter military, atomic energy, 
and machine-tool orders (bearing the allotment symbol A, B, C, Ik, Z-2, or B- 
for steel must be filled by November 30 and that, if any conflict developed, the 
mills mnust defer nonmilitary orders. 

With the resumption of steel production. the necessary steps were taken to 
implement the policy decision to “maintain the CMP pattern essentially as it 
was on June 2, with a minimum of disruption to mill schedules,” and “that the 
application of special assistance measures would be limited to military and atomic 
energy programs, the vital machine-tool program, and the delivery of tin plate 
for cans needed to save perishable foods.” 

Simplification of the allotment procedure During August 1952, actions wert 
taken to (1) simplify the self-authorization regulations for small users (Dire 
tion 17), and (2) substantially reduce the number of first quarter CMP 4B 
applications that wonld be submitted to NPA by establishing an automati: 
allotment procedure (Direction 18). The latter action, which it is anticipated 
will effectuate a reduction of approximately 10,000 applications, was necessitate 
in order to enable NPA to perform its major function under the Defense Pr 
duction Act within the limited budget and personnel available to it for the 
current fiseal vear. 

In the accompanying charts, the effect of CMP programing of copper, steel 
and aluminum is shown for major areas under NPA responsibility. The ability 
to substitute one metal for another or eliminate it entirely is revealed by the 
shifts in allotments from the pre-Korean levels. For example, approximates 
the same amount of steel (on the basis of quarterly rates) was allotted to the 
nonmilitary construction and building materials area during the first three 
quarters of 1952 as was consumed during the first half of 1950. In contrast only 





REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 173 


two-thirds of the copper was allocated and less than 50 percent of the pre- 
Korean aluminum consumption. In the case of those important defense-support- 
ing areas such as railroad equipment and machinery and components, the allot- 
ments of steel exceeded the pre-Korean base by a considerable amount. 
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CMP ALLOCATIONS — CARBON STEEL 
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CMP ALLOCATIONS — ALUMIUM 
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BREAKING THE MACHINE-TOOL BOTTLENECK 


Because of their strategic importance in the production process, the availability 
of machine tools has been under constant surveillance by the Authority. Dur- 
ing the spring of 1951 officials in the mobilization agencies began to realize that 
their previous expectations that there would be few serious bottlenecks in the 
number and availability of machine tools during this emergency were erroneous. 
Perhaps the basic fallacy, looking backward, was the failure to realize that the 
shift from reciprocating engines to jet engines in airplanes required almost a 
complete change in the type of machine tool needed by the builder of airplane 
engines. The tools of World War II are obsolete for many of the purposes for 
which tools are needed in this emergency. The tremendous inventive strides 
in the production of the end items required comparable changes in the production 
of the machine-tool builders. New machine tools had to be designed for new 
Weapons. This required engineering time in the plant of the machine-tool 
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the 


builder. Aggravating this change, moreover, was the disorganization of , 
industry which followed the war when lack of new orders resulted in the laying 
off of supervisory and productive manpower. Even at the beginning of the past 
year, capacity operations were not at peak levels and employee training progranis 


were still necessary. 

To meet and break this bottleneck, the Authority took positive steps to initiate 
allocations and spot assistance programs to assure the maximum production 
of machine tools of the most needed types, and to assure that the stockpile of 
tools in Government and private hands was directed to those plants with the 
greatest urgency. The effectiveness of these actions is shown by the fact 
that during fiscal vear 1952 the average backlog of machine-tool orders was 
reduced by one-third, from 21 to 13 months, and production is expected to con- 
tinue to eat into the current backlog at faster and faster rates. During 
period, shipments of machine tools doubled, employment in the industry 
creased by approximately 10 percent, and untilled orders, after increasing sligh 
during the period, were reduced to about the same level as mid-1951. 


MACHINE TOOLS BACKLOG 
Months 


No. of Months 
Backlog 


1950 


location of materials to machine tool builders.—In the Authority's re 
covering its first vear’s operation, mention was made of the organization of 
program, in cooperation with the General Services Administration, for placing 
pool orders with machine tool builders, Up to the present time, pool orders hav 
been placed with machine-tool builders totaling $1.5 billion. This has helped to 
elevate the machine-tool industry to its present capacity. Otherwise, it wou 
have been a physical impossibility for the industry to build up their inventories 
increase personnel, and buy new facilities without positive assurance that 
machines would be partially paid for when produced. 

In addition to providing top priority to rated orders for materials needed |} 
machine-tool builders, spot assistance has been given to assist in expanding p1 
duction of components in the manufacture of machine tools. 

Kight two-man teams of production engineers visited contractors’ plants a 
recommended substitutions and improvised methods of production in order t 
relieve bottlenecks while the critical machine tools were being produced. 

Allocation of machine tools —To assure that military end items and « 
ponents would receive production assistance in accordance with their relativ: 
importance in the defense effort, the Joint Chiefs of Staff in January 1952 issued 
a master urgency list establishing priorities for a selected list of items. Using 
this list as a guide, the Munitions Board and NPA developed a numerical prefet 
ence list for use in scheduling deliveries of metal-working equipment under NPA 
Order M—41, as amended. This list contains in numerical preference order t) 
prime contractors and subcontractors producing the items covered by the master 


urgency list. Machine-tool producers in scheduling their monthly deliveries are 


required to allocate the military portion to component and end item producers in 
accordance with this listing. 

Recovery of eristing machine tools.—At the start of the Korean emergency 
approximately 100,000 Government-owned machine tools were in warehouses in 
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out 50 locations. These were machine tools that had been returned to the 
Government at the close of World War Il. In order to place these tools in pro 
duction Where they were critically needed, a central inventory was established 
nd a thorough screening was made of the condition and potential use of each 

hine. 

\ proximate) 62,000 Government-owned machine tools have been placed in 
defense production plants and are now performing a valuable service in this 

ergency. The Authority assumed full responsibility for this program on May 
In. 1952; since that time over 2,200 tools have been allocated to industry. These 

present a replacement cost of approximately $30 million 

Once again it is pointed out that the different type of production demands has 

ade it impossible to utilize many of these machine tools left over from the war. 
Nevertheless, the number which have been put into operation have served a very 
seful purpose. 

On January 15, 1952, an agreement was signed by the Administrator, covering 

e recapture of machine tools in the hands of educational institutions To date, 

» Institutional Allocation Board has allocated 7S units, at a cost to the Gov- 
ernment of slightly over $150,000. The approximate replacement cost in today’s 

omy would be $3.5 million. 

Present status.—The machine-tool industry has now reached a point where 

any manufacturers are in need of orders and have already reduced their pro 

itive capacity due to a reduction in backlog of orders. Of the approximately 

“0 machine-tool builders, 100 producers of short lead time machine tools are 
reducing their operations and approximately 200 are barely holding their own 
nd are expected to be in need of additional business within 6 months. Ap 
roximately 50 manufacturers are still manufacturing items critically needed 

r the defense program, some of which have a backlog of orders of 1 yeur or 

re. Any rapid acceleration of machine-tool production in the future, how- 
ever, requires that measures be taken immediately to maintain facilities and 
ersonnel, if necessary on a stand-by basis. 

Conservation 

It developed early in the expansion of the defense program that further con 
trols would be required to effect conservation of certain materials or products 
where the defense requirements or stockpile requirements, or both, represented 

serious impact on total supply. Accordingly, where these conditions pre- 
vailed, in addition to the general-use restrictions applicable to particular mate 

substitution of less scarce materials wherever possible was also required. 
In other instances, specification controls were developed, as in the case of rubber 
controls, where across the entire range of rubber products specific limitations 
were placed on the use of natural rubber varying as required to meet the technical 
problems involved. By such action natural rubber was freed for stockpile 
acquisition. 

lo effect necessary conservation of tin, controls were established comparable 
to those in effect in World War Il. The tin order, M-S, as amended, January 
27, 1951, specified the uses and the percentage of tin within the permitted uses, 
for example, solder, babbitt, bronze, ete. Parallel actions were taken with ref- 
erence to tine plate and terneplate, M—24, on January 27, 1951; cans, M-25, Jan 

1951, which reduced tin coatings wherever possible and practicable ; 

plate closures, M-26, January 27, 1951, same action: and collapsible tubes, 

M-27, January 27, 1951, likewise limiting the use of tin by specification controls 
in this area. 

Since October 1, 1951, limitations and restrictions on the variety, number, 
and use of several materials and products were instituted in the interest of 
conservation of critical materials. Included among these materials and products 
were aircraft quality alloy steel products, deliveries of which were limited to 
use in aireraft guided missiles, or airborne equipment for atomic-energy pro- 
kralus; Storage batteries, which were limited to specific sizes and types to con- 
serve critically short lead supplies; copper, in electric lighting fixtures which 
were restricted for specific functional parts; and limitations on acceptance of 
orders for light-gage steel plates on wide plate mills. 

In almost every important program area, conservation measures were sug- 
gested to industry by the pertinent NPA industry division. For example, in the 
held of scientific and technical instruments and equipment, the technical per- 
sonnel of the Authority made countless visits to the plants throughout the 
hdustry and were responsible for inducing a savings of critical materials by 
means of (1) redesigning of the end product or the productive equipment from 
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which it was made, (2) suggesting the use of substitute materials where this 
was feasible, and (3) making industry generally aware of the need for utmost 
diligence in recovery of scrap, filings, ete. Instruments which were redesigned 
include: watt-hour meters, redesigned to use less copper; recorder-controllers 
and surgical and other professional equipment. 


Relaxation of orders and regulations 

The guiding objective in determining the time and extent of control relaxation 
is to see that the civilian sector of the economy is maintained in as healthy 
condition as possible within limitations imposed by requirements of the security 
program. In light of the strategic shifts in security programs, the potential 
impact of unforeseen international contingencies and the dynamie character of 
the American economy the steps taken in this direction require the most careful 
balancing of relevant contingencies. 

While a balance between supply of and demand for basic materials is attaine 
in terms of the steel, copper, and aluminum by means of the Controlled Materia 
Plan, secondary control programs relating to other materials—textiles, chemica 
lumber and finished and semilinished products among others—are maintained 
through the Authority’s system of orders and regulations. Orders of this ty 
set forth specific rules for placing, accepting, and scheduling of defense orde 
for the particular material or product. These orders and regulations also m: 
provide for reporting and record requirements, and inventory restrictions. In 
all cases they also provide for means of obtaining adjustment or exceptions 

As of September 1 a total of 109 material (M) orders and 14 regulations h 
been issued since the beginning of the program, but only 65 orders were s 
operative. 

In the period ahead, it will be of paramount importance to evaluate co! 
tinually the need for each part of the priority and allocation mechanism. F 
this purpose NI’A has set up a procedure under which all orders related to the 
distribution of materials, Components, and end items, for example, are reviewed 
periodically to determine the extent to which relaxation should be undertak 
or whether repeal is appropriate. Strategic in the conclusion reached for ea 
item, of course, is the current and projected demand-supply relationship. B 
other considerations are taken into account, including: whether the benefi 
achieved by a maintenance of the priority or allocation order are worth the effort 
the degree of disruption incurred in the economy by reason of the shortage; t] 
need for supporting military and atomic-energy programs ; the protection of sm 
business ; whether necessary regulation can be secured by simpler methods; and 
Similar factors. 

In line with NPA policy to decontrol as rapidly as the production situation 
allows, controls have been relaxed or revoked in increasing number as supplies 
of materials become more abundant and expansion and stockpile goals are met 
As expected, few new controls have been invoked during the latter part of the 
fiscal year and this may be expected to continue unless a worsening of the supply 
situation occurs, 

Wherever practical the restrictions imposed by the orders have been liberalized 
to permit increased use of materials in nondefense production. A typical exam- 
ple is M-2, Rubber. Manufacturing specifications relating to the ratio of 
natural to synthetic rubber have been abolished; unlimited consumption is now 
permitted and exclusive Government importation of natural rubber expired on 
June 30, 1952, returning purchasing to private hands. 


COMPLIANCE AND ENFORCEMENT ACTIVITIES 
Compliance 

By October 1951, there were two principal categories of compliance activities. 
The first consisted of cases arising from violations of M orders and NPA regula- 
tions relating to priorities, inventories, ete., and the second included cases arising 
from violations of CMP regulations. 

Since there is no pattern of discernible similarity in cases in the first category, 
each case requires individual handling and although general policy and proce 
dural limitations apply, the approach, the method of development, and the 
manner of disposition are governed by the circumstances in each instance. The 
source of cases of this type is almost invariably a specific complaint from an 
NPA industry division, another Government agency, or a private individual or 
industrial concern. Compliance activities in connection with cases of this nature 
have varied little. The policy has been to follow a common-sense, temperate 
approach to indicated violations with the primary purpose of obtaining com- 
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pliance rather than developing cases for enforcement action. Harassment of 
ndustry is at a minimum under this policy, and a greater degree of genuine 
mpliance results because of the greater concentration on preventive activities, 

A somewhat different situation exists with respect to the second category of 

mpliance activities. While the same general policy has been followed insofar 

s disposition of cases is concerned, the approach to the compliance problem 

»yresented by the Controlled Materials Plan is necessarily different. The nature 
ind manner of application of CMP regulations is such that violations are not 

sually reported from industry sources but must be brought to light by means of a 

ositive program. ‘To this end, a program of continuing audits of consumers of 
trolled materials was developed. ‘The first phase of the program was a pre- 

ninary audit which began as soon as CMP became effective and which had as 

s primary purpose the education of consumers as to the requirements of 

CMP. 

Beginning with the fourth quarter of 1951, however, the audit program was 
de more exacting and the individual audits became more detailed and 
rough, 

In addition to their use for compliance purposes, the reports of these audits 

vere analyzed and summaries prepared for use in the @valuation of future 
iests for allotments from the companies involved. 

Emphasis has been placed from time to time on ascertaining the degree of 
pliance with particular provisions of the regulations. For example, a special 
ey of inventories of controlled materials was begun in December 1951, and 
result was a generally increased awareness of inventory limitations there- 

fter on the part of industry. Most recently, in August 1952, special emphasis 

was placed on checking the possible tendency on the part of steel consumers to 
rorder in an effort to rebuild inventories quickly at the expense of other 
msumers whose inventories were also depleted durtng the steel stoppage. 
rhroughout this entire period the manner in which compliance activities have 
een conducted has been determined not only by the desire to obtain the highest 
possible degree of compliance with NPA orders and regulations but also by 
neern for avoiding undue harassment and interference with normal industrial 
operations which might detract from the defense production program. The 
success of this program will depend in large measure on an effective and equitable 
distribution of materials in critical supply and it is believed that the compliance 
tivities of NPA have substantially assisted in accomplishing this result. 


Enforcement 


It was apparent from the outset that as the defense mobilization program got 
into high gear material shortages would serve as an inducement to a few to 
ittempt to cash in on the shortages created by the diversion of materials to 

fense and defense-supporting industries. Experience in World War II indi- 
cated the need for the development ef procedures to insure that these few be 

ght to book as rapidly and effectively as possible. Although the Defense 
Production Act contained provisions for specific criminal and injunctive sane- 
tions for violations of the act, and orders and regulations issued pursuant to it, 
he time consumed in effecting these remedies pointed to the need for an admin- 
istrative or quasi-judicial procedure which would enable charges to be brought 
against violators, and which would result, after a proper hearing, in the entry 
of an order limiting their right of access to critical materials. Patterned to a 
onsiderable degree on the procedure established by the War Production Board, 
independent Office of the Chief Hearing Commissioner was established in 
NPA and hearing commissioners were appointed throughout the country, selected 
from outstanding members of the bench, bar, and law school faculties, to serve 
onan “as needed” basis. Cases of violations in which it was felt that the more 
drastic criminal penalties need not be invoked, or where it was essential that 
ikages of critical materials be promptly plugged, were referred to the com- 

\issioners on charges brought by the general counsel. A small enforcement 
taff consisting at peak strength of five lawyers in the Washington office and a 
regional attorney in each of the 13 regional offices has represented the agency 
in the preparation and presentation of these cases. The published procedure 
requires notice to the respondent; gives the right to be represented by counsel, 
and an opportunity at a full and fair hearing to refute the charges, and atfords 
a right to appeal to the Chief Hearing Commissioner from an adverse decision. 

The enforcement program gathered momentum rather slowly during the first 
year of existence of the National Production Authority, as it took the investiga- 
tion pipeline a considerable while to fill up. Since October 1, 1951, there have 
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been 49 proceedings commenced, of which, as of September 1, 1952, 28 had 
resulted in the issuance of suspension orders for varying periods depending upon 
the quantity of material involved and the character of the violation.’ Thirteen 
cases have been referred to the Department of Justice for criminal prosecution 
of which only one has been tried, resulting in a jury disagreement. Several of 
the others have been referred by the Justice Department to local United States 
attorneys for prosecution. 

It has been noticeable that there have heen relatively few violations by the 
older established business concerns, and that where such concerns have bee: 
guilty of violations they were frequently attributable to misunderstandings of 
the requirements of the regulations or to inadequate internal-control methods 
rather than to venality. The reservoir of public good will toward the mobilization 
program has been a material aid to enforcement and has been an important facto: 
in holding down the number of violations requiring action. The volume of viola 
tions depends to a large extent upon the availability of materials; and it may 
therefore, be anticipated that as supplies increase, violations will tend to decrease 
in number, On the other hand, an intensification of the mobilization effort t 
a level which would require the tightening of material controls, or an abnorma 
industrial situation caused by major work stoppages or other serious disruptions 
could well result in a necessity for increased enforcement activity. 


SMALL BUSINESS PROGRAMS 


Industry assistance clinic.—Early in the operation of the controls program 
became evident that results of the low allocations of critical materials which 
were being received by tuany small companies, coupled with a minor participa- 
tion in the defense purchasing programs of the Government, would cause serious 
difficulties. As a result the National Production Authority, the Munitions 
Board, and other purchasing agencies, entered into a joint program in an effort 
to increase sminall business participation in Government procurement. <A study 
was made by the Office of Small Business which resulted in a list, by name and 
address, type of product produced, ete., of some 3,000 firms seriously affected 
by materials allocations for the first quarter of 1952. This listing was dis- 
tributed to all purchasing agencies of the Government, so as to furnish then 
with additional sources of supply from companies which had serious need for 
defense procurement opportunities, 

Supplementing this action 15 industry assistance clinics were held early ir 
January 1952 under the joint chairmanship of the regional director of the 
Department of Commerce-NPA field service and the chairman of the Armed 
Forces Regional Council. 

More than $16,000,000 in prime and subcontracts for defense programs have 
been awarded to 106 small manufacturers as the result of the industry assistance 
¢linies. As of April 1, 1952, 48 small companies had secured a total of $10,589,- 
6S4 in bid or negotiated prime contracts, while 5S small concerns had received 
$5,537,335 in subcontracts. 

The study of low allotment firms was repeated for the second quarter of 1952 
and a similar listing of some 8,500 affected firms was prepared and distributed 
In addition to distribution to the procuring officers, copies of the listing were 
sent to the 100 largest prime contractors under the military program. Upon re- 
ceiving this listing, 82 of these large prime contractors requested 218 additional 
copies of the listing for the use of their branches and subsidiaries. In their 
acknowledgment of receipt of the listing, almost without exception these con- 
cerns spoke in high terms of the listing and its value. 

Participation in industry advisory committees —One of the early actions 
of the NVA was the establishment of industry advisory committees. The Office 
of Small Business, since the inception of this program, has been actively engaged 
in securing a balanced representation on these committees as between large and 
small companies, Proposed membership for each committee, or proposed changes 





1 Approximate totals of principal critical materials involved in enforcement proceedings 
instituted as of September 1, 1952, are: 


Steel sh nhaldinjhictandl isan belaeiacbnelieveiipe Aiclicbidie tcncadila hii nee ee 13, 00 
Aluminum-— ne = ee ; rn ins tine hs 12, 500, 00 
en om nies Sil le ia saint ieee 1, 000, OUI 


Other materials include rubber, zine, tin plate, and plastics. Violations established have 
included blackmarketing, excessive use of materials, excessive inventory acquisition, fai 
to maintain records, and the making of false statements to NPA. 
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n membership, are referred to this office where they are carefully screened as to 
size and determination made us to the proportion of representation which small 
business has on each committee. During the period October 3, 1950, to Septem- 
ber 4, 1952, the Office of Small Business reviewed and approved for small busi- 
ess representation the composition of 624 committees. 

Small business hardship program.—In January 1952, the Administrator of 
NPA announced the establishment of the small business hardship program, ef- 
fective the second quarter 1952, to assist small manufacturers who, because of 
low allotments and inability to obtain defense work, were faced with failure or 
prolonged shut-down. 

The need for such a program became apparent when, during the latter part of 
1951, the demand of the Department of Defense and important defense-support- 
ng programs for controlled materials increased enormously, with the result 
that NPA found it essential to drastically curtail the quantity of materials 

vailable to producers of consumer-type goods. This increased demand for con- 
trolled materials therefore made it necessary to establish allotment levels for 
ess essential civilian-type products for the first quarter of 1952 at 50-10-20 per- 
cent of base period usage for carbon steel, copper products, and aluminum, 
respectively. 

On December 7, 1951, the NPA announced that an additional small number of 
producers, who had been disproportionately affected by reductions in allotments 
of controlled materials for the first quarter of 1952, would be eligible to share 
in a very limited distribution of supplemental allotments. In making this an- 
nouncement the serious problem faced by small single-line producers of less 
essential items who were unable to continue operations under their original 
allotments of copper and aluminum was recognized, though very limited quanti- 
ties of copper and aluminum were available for this purpose from the regular in- 
dustry division reserves. 

The small business hardship account was established by pooling a small set- 
aside of controlled materials earmarked from the reserve of the NPA industry 
divisions together with a small amount from the general NPA reserve. At the 
time the account was established, the NPA Administrator emphasized that addi 
tional materials would be provided as necessary and available to service the 
account. It was later augmented by the earmarking of some controlled ma- 
terials turned back by the military. 

In order to qualify for a supplemental allotment from the hardship account, a 
manufacturing firm was required to meet all of the following criteria: 

“1. The firm must be the one classified as small business, as defined by the 
recent Department of Commerce publication, Size Classification of Manufac- 
turers. 

“2. It must be primarily producing civilian-type products—that is. one having 
more than 50 percent of value of actual production or shipment, during the most 
recent quarter, of products Classified as civilian type. 

“3. The firm must be faced with failure or prolonged shut-down because it has 
received insufficient allotments of controlled materials for the calendar quarter 
for which the hardship CMP—4B application is being submitted. 

“4. The firm is unable to continue norma! production by using substitute 
materials, 

“>. The firm is unable to convert to the manufacture of other products in the 
quarter for which a supplemental is requested.” 

The materials allotted in 452 cases upon which approved action was taken 
Ly the panel are shown below. 


W 
Controlled materials I Nee net Total 
ns 
N 0 cerbon steel ; tor 2, Ht 637 6, 277 
No, 20 alloy steel : cle ‘ - x 
0 stainless steel .... pounds 8, 209 18, 724 7 

40 copper bress mill “ ws. 2 1,855 2.172 

50 copper wire mill } 4 Rr xe Ey , 
n 60 copper foundry 1 i, acl & 008 174 
S luminur 660, 78 675, #96 4, 306 ; 
s Opprove t4 2 $52 
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The over-all impact of the various allocation and assistance programs of NP 
on the welfare of small business may be seen from the employment trends 
size of business shown in the chart below. 


INDEXES OF EMPLOYMENT 
ALL METALWORKING INDUSTRIES 
By Size of Plont 
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OTHER SPECIAL PROGRAMS 


In addition to the tailored programs necessary to assure equitable allocat 
to small business, maximum employment of labor, and to guarantee that tli 
plants and equipment necessary for production are made available in the prop 
places and amounts, the authority is constantly concerned with civilian req 
ments and with the need to reserve materials for the stockpile of critical ani 
strategic materials which would be required in a period of full mobilization. 

In addition, the authority is almost daily called upon to meet emergency prob 
lems, both within individual industries and on a broader scale. Illustrative of 
these problems and the programs designed to meet them are the disaster relief, 
salvage, and foreign assistance programs carried out during the past year. 
Civilian requirements 

The supply of civilian-type goods has been maintained at an adequate 
to meet the essential civilian demand during this period of accelerated produ 
tion for defense. The increased demands for strategic materials occasioned }) 
the direct military program, the industrial expansion program, and the ma! 
defense-supporting programs have been met with few exceptions without any 
major disruptions to production of goods for civilian use. 

The Office of Civilian Requirements, serving as claimant for the civilian eco! 
omy, has maintained continuous review of civilian requirements and tli 
adequacy of supply and, where necessary, has successfully supported preferentia 
allotments of materials in areas of current or impending shortage. The Author 
ity has also provided priority assistance to expedite delivery in cases of stringelit 
need to maintain the essential services of wholesale, retail, and service trades 
and of State, county, and local governments. 

Following the resumption of shipments of steel upon the termination of the 
work stoppage, the allocation of residual supplies, after meeting the nees of 
the military, the atomic energy, and the machine-tool programs, was maile i 
the same general pattern as existed previously. This allowed the manufac 
turers of civilian products to obtain sufficient material to prevent widespreal 
shut-downs. 


Emergency NPA action for disaster relief 
Twice disaster areas were proclaimed by the President; once as a result of 
the severe flooding of the Kansas River in July 1951, and again in April 1982 
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hecause of the more general floods in the Missouri-Mississippi River Valleys. In 
ch instance the NPA Administrator dispatched teams of industrial specialists 
) provide on-the-spot priority assistance. By facilitating precurement of ma- 
terials and equipment, both immediate and longer-time rehabilitation of flood- 
image areas Was materially speeded up. 
tockpiling 
The NPA as an administrative body under the Department of Commerce con- 
nued to discharge the stockpiling responsibilities assigned to the Department 
under the provisions of section 2 of the Strategic and Critical Stockpile Act 
60 Stat. 598). These responsibilities require cooperation with other desig 
nated Federal agencies in determining the quality and quantities of such ma- 
erials to be stockpiled, and in controlling the distribution and use of such 
materials so as to provide adequate supplies to meet current military and civilian 
requirements and to permit the acquisition and retention of sufficient quantities 
n the national stockpile. The NPA assists in the completion of these stockpile 
jectives by (1) restrictions on the distribution and use of materials to assure 
eir availability for the stockpile in quantities established by decision of the 
Vital Materials Coordinating Committee (July-December 1951) or the Defense 
Materials Operating Committee (January-June 1952) of DPA; (2) exempting 
stockpile purchases of certain materials by GSA or other Federal agencies from 
irchase limitations by modification of the applicable control orders; and (3) 
prohibition of private importation of rubber (discontinued June 30, 1952) and 
tin which are subject to purchase only by GSA and REC, respectively. As of 
June 30, 1952, there were 17 primary stockpile materials covered by NPA ma- 
terial (M) orders. The M orders covering seven additional materials have 
heen revoked. 
Salvage programs 
The beginning of the fiscal year found the supply of secondary critical materials 
in short supply. It was becoming evident that the inventories of iron and steel 
crap were diminishing rapidly, threatening the possibility that open-hearth 
furnaces might have to shut down for lack of scrap. To meet this requirement 
and other scrap needs, the Authority mobilized 1,600 scrap-mobilization com- 
mittees throughout the country organized along program lines: (1) Industrial, 
covering the Nation's 500,000 plants, railroads, ete., (2) Federal, State, county, 
and municipal government, including Army, Navy, and Air Force installations, (3) 
auto wreckers, (4) farms, (5) special projects, (6) industrial diamonds, and (7) 
tin cans for copper production. These programs, implemented by Department 
of Commerce field offices and the Steel Industry Scrap Mobilization Committee, 
with the help of 9,000 steel salesmen, were responsible for a greatly accelerated 
flow of scrap of all kinds. 
Because of the 53-day steel strike and the accumulation of scrap as a result 
of the full cooperation of industry and commercial establishments, the consuming 
mills and foundries are at present in a strong inventory position. Generally 
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speaking, the mills and foundries average about an 80-day supply. The one 
thousand six hundred-odd scrap-mobilization committees in virtually every sizable 
community in the country have been placed on a stand-by basis. Salvage pro- 
grams that are still very active are the Department of Defense, copper recovery 
by precipitation, and industrial diamonds Copper and aluminum are still in 
a not-too-easy position, and the recovery of copper and aluminum scrap still get 
considerable attention. 

Export quotas and utilization of foreign resources 

lhe experience of the last war makes it clear that domestic production and 
utilization of our vast productive resources must be supplemented and geared 
into the productive resources of the entire free world. To assure that United 
States materials and products are most effectively utilized, the Foreign Division 
of the NPA constantly screens foreign requirements and assists the Mutua 
Security Administration and the Office of International Trade in their efforts to 
maximize the contribution of exports to the mutual defense effort. 

The Foreign Division of N'PA is responsible for establishing quarterly export 
quotas for the most critical materials, and for granting priority assistance for 
export on both individual requests and on projects for resource expansio1 It 
approved approximately 80 percent of 6,000 individual requests for preference 
ratings and more than 195 projects covering key equipment valued at appro 
mately $1,000,000,000. This equipment supported foreign developments valued 
at approximately $5,000,000,000. As a result, shipments of vital materials are 
already beginning to reach the United States and will become increasingly 
available in the future. 

In addition, under the Statement of Principles for Economic Cooperation 
special agreement between the United States and Canada, the economic efforts 
of the two countries are coordinated to obtain the maximum utilization of { 
resources and production facilities of both to meet defense needs. The Canadiat 
Division of NPA handles 24 separate programs covering Canadian requirements 
for controlled materials and other scarce materials as well as ether priority 
assistance, 


LABOR AND DEFENSE PRODUCTION 


Special aid programs.—From the beginning NPA recognized there would be a 
substantial impact on labor and employment because of the shortage of materials 
and the allocation system. In conformity with congressional intent, NPA policies 
and procedures were designed to provide for the maximum utilization of mar 
power and facilities and minimize the disturbance to the economy. With this in 
mind a policy was devised to provide flexibility in order to make adjustments and 
exceptions in the allocation system, 

This policy was particularly effective through the procedure of granting sup 
plemental allotments of materials. Hardship to labor and to the commu 
were major criteria governing the granting of additional materials. Consider 
tion of these criteria was a normal function of the various NPA industry divisions 
and was effective in maintaining the labor force in thousands of plants throug! 
out the country. 

In unusual cases the NPA Office of Labor made recommendations for suppl 
mentary allotments. This special procedure was employed where the employ 
ment of more than 100,000 workers was threatened by material shortages and t 
preserve that force. The immediate effect was to provide jobs for more tha 
40,000 additional workers who were being laid off or already had been dismissed 
In almost every case the plants were located in areas which had a surp! 
labor and appreciable unemployment. 

During October and November of 1951 areas of unemployment began to develop 
as a result of shortages of materials and of temporary market conditions. The 
Authority sponsored a change in Federal procurement policies to provide for th 
negotiation and placement of contracts in those areas where unemployment was 
developing. As a result of this sponsorship, as well as the cooperation of other 
Federal agencies, the Office of Defense Mobilization issued Defense Manpower 
Policy No, 4.on February 7, 1952. To implement this policy a Surplus Manpower 
Committee, composed of representatives of NPA, DPA, Department of Labor 
General Services Administration, Atomic Inergy Commission, and the Depart 
ment of Defense was created. To date the committee has directed that 50 areas 
receive special treatment, and contracts totaling $41,600,000 have been placed it 
these surplus labor areas as a result of this program alone. One of the most 
important functions performed within the Authority is that which concerns itsel! 
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with review and alleviation of these “distressed areas.” These areas may be 
found in locations where specific industries are concentrated or may be 
fo ind to affect communities which stretch throughout the Nation. <A cross sec- 
of the problems—and action taken to meet them—created by undue unem- 
yment are presented as follows: 

Construction industry.—During the fourth quarter of 1951 and the first quar- 
ter of 1952 serious unemployment conditions began to appear in certain areas 
in the building construction industry because of the curtailment of commercial, 
residential, public, and recreational construction. The following eight areas 
were declared to be distressed areas and were given additional allotments of 
materials for new starts in commercial construction : 

1. Greater metropolitan area of New York and northeastern New Jersey 
2. Metropolitan area of Washington, D. C. 
Metropolitan area of Boston, Mass. 
Metropolitan area of Portland, Oreg. 
Metropolitan area of Seattle, Wash. 
Metropolitan area of Los Angeles, Calif. 
Metropolitan area of San Francisco, Calif. 
Providence, R. I. area (Rhode Island and Bristol County in Massachu- 
setts) 

In these areas there was little or no military or industrial expansion. Thus, 
NPA was able to alleviate the serious unemployment while not impeding de- 
fense construction in any way. Every application for construction received from 
these areas Was approved except recreational and amusement projects. 

In other areas where substantial unemployment existed in the building and 
construction industry, but did not justify a designation as a distressed area, spot 
assistance was granted for specific projects within the availability of materials. 

In all of these operations NPA has given full weight to the intent of Congress 
that our defense-production program be carried out with a minimum disturbance 
to our economy and maximum utilization of our industrial facilities and man- 
power 

Brass-mill industry.—The brass mills concentrated in the Naugatuck Valley 
of Connecticut and elsewhere were faced with a serious problem of unemploy- 
ment and short workweeks during the early months of this year. Large quanti- 
ties of copper were diverted from civilian-type items to the manufacture of 
heavy-gage military items which required much less labor. Many employees 
were laid off and most of the remaining employees worked from 2 to 4 days a 
week at many of these plants during much of the second quarter. 

Faced with a limited supply of copper for the civilian-type items, neverthe- 
less, spot materials assistance was granted in a number of cases to relieve the 
community hardship which had resulted. The programed level of operations for 
some civilian brass-mill items had originally been set at an extremely low level 
in the first quarter, and these were raised to at least 25 percent of base to allow 
these branches of the industry to survive and to relieve hardship to some extent. 

Delegations of workers and representatives of several unions were received to 
onsider these problems. A special survey of employment and short workweeks 
i the Nation's brass mills was conducted by arrangement with the Labor Depart- 

ent’s Bureau of Labor Statistics. The results of this survey indicated clearly 
the substantial lay-offs and short working time which existed in many of the 

iss mills in Connecticut and elsewhere. The severity of these conditions 
ried considerably from plant to plant. Additional measures to relieve these 
ardship conditions in particular plants were being considered when new develop- 
ments made such action unnecessary. NPA and several branches of our Gov- 
ernment cooperated in working out a new program which resulted in greatly 
nereased imports in copper from Chile. The increased supply of copper was 
nade available to our primary and secondary brass mills and to fabricating brass 

These actions relieved the underemployment which had existed in 

mills, 

Costume jewelry industry.—Owing to the extreme shortage of brass-mill prod- 
icts indicated for first quarter 1952, the costume-jewelry industry was programed 
by NPA at 10 percent of its base-period usage. This program level was deter- 
mined largely on the basis of the nonessential character of the industry in terms 
of the military and other essential requirements and the available stock of brass 
mill products. At the request of the Governors of Rhode Island and Massa- 
chusetts, the Administrator established an interagency task force to ascertain 
the impact of the proposed 10-percent program level on employment and business 
operations in the areas. 
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After a careful appraisal of all the facts, including a visit to the areas wher 
the industry is concentrated, the task force recommended an increase in program 
level form 10 to 30 percent for the costume-jewelry industry. Basic in its reasons 
for the proposed increase were (1) the fact that the level of Government pl 
curement and the character of the industry had rendered unsuccessful the intey 
sive efforts of the industry to convert to defense activities, and (2) the cut-back 
in metals allocation would create an extreme employment hardship on areas 
already suffering from severe unemployment in their principal industry, textiles 

With respect to the alleviation of distress unemployment it was pointed out tha 
some 47,000 to 50,000 people were involved industry-wide, of which approximat 
34,000 were then currently employed in the greater Providence area. By deriving 
a formula of pounds of brass to hours of employment, it was possible for NPA 
to generally maintain employment levels during a period of extreme shortage of 
metals. The most recent reports indicate that the industry is now operating or 
a substantially increased material base and has a greatly improved leve 


employment. 

Tadicinnes cooking utensil industry.—In the second quarter of 1952 the alum 
num cooking utensil industry was originally programed for an allotment leve! 
of 30 percent of base use of aluminum. This was a reduction even below the 
35 percent level of the first quarter. Large lay-offs had already occurred 
most of the aluminum cooking utensil companies concentrated in Wisconsin and 
Pennsylvania and scattered elsewhere. Most of these companies had been unab\ 
to obtain defense contracts which could provide employment for any large por- 
tion of their employees. Many of these companies were located in communities 
where there was very little other employment available. The further threa 
jay-olfs would have caused a severe community hardship in many areas. 
prevent further hardship and to relieve existing hardship spot materials assist- 
ance was granted to many companies and the general program level was raised 
from 30 to 45 percent of base. Over 4,000,000 pounds of aluminum were granted 
to these companies to relieve this hardship to labor and the communities 

Following this, a group of eight cooking utensil companies were granted a sec- 
ond supplement totaling about 1,000,000 pounds, raising them to 50 percent of 
their base because of special hardship conditions. 

As a result of action on these spot materials assistance cases several million 
pounds of aluminum were provided to relieve hardship conditions. Several 
thousand employees were saved from lay-offs and community hardship was re. 
lieved in more than 20 communities. 

Railroad freight-car program.—In the second quarter of 1952 the freight-car 
program was reduced from 10,000 cars per month to 15,000 cars for the entire 
quarter. Because of the sharp reduction in the program a survey was mide to 
determine the impact on employment in this industry. The survey revealed that 
more than 24,000 employees would have to be laid off and these employees for 
the most part were located in communities along railroad Hnes where no other 
employment was available. Parts suppliers would have been affected as well 
as the business communities. It was estimated that unemployment as a result 
of this action would exceed 100,000. As a result of this survey the DPA Re 
quirements Committee granted supplemental materials to bring the second- 
quarter program to the same level as the first-quarter program. 

The Authority has kept in close touch with labor-management disputes which 
might have an adverse effect on the defense production effort and has worked 
closely with the Federal Mediation and Conciliation Service. During the 1952 
Nation-wide steel strike, the Office of Labor of the NPA was. assigned the re 
sponsibility for reviewing all requests for finished defense-rated steel so as t 
make valid recommendations to the striking union for the movement of this st¢ 
from mills, fabricating plants, and warehouses. This operation was unique il 
that it was the first time that a cooperative effort formally was made on a na 
tional pattern to supply defense needs out of struck plants. 


FACILITATING CONSTRUCTION OPERATIONS 


From the outset of its operations, NPA recognized that the available supplies 
of building materials would not be adequate to support the construction pro- 
grams of the agencies directly and indirectly connected with the defense effort 
and also provide for the requirements of construction for the civilian economy 
The vast building program of the military and AEC, and the tremendous re- 
quirements for industrial expansion require a large percentage of the available 
supply of certain items in short supply. This shortage was particularly acute i 


tre 
au 
th; 
pe 
m 


M 


res 


fir 
pli 


of 
che 





REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 187 


structural steel, especially wide-flange beams, and also reinforcing bars and 
rods, steel plate, copper wire, and copper tubing. 

If the requirements for those vitally essential defense and defense-supporting 
programs were to be met, NPA had to establish forthwith some control over the 
eonstruction industry. Construction, as such, is always one of the largest users 

forms of steel, copper, and aluminum as well as other materials and 

ts which would be in increasingly short supply as the vital construction 

ms progressed. NPA also recognized that certain types of civilian con 

. much imbued with the public interest, such as schools, hospitals, high- 

and housing had to be permitted to proceed before it should permit ma- 

als to go to construction projects obviously’ less essential to the welfare of 
intry. 

ies of steps were taken by NPA in the evolution of its construction con- 

trols. All were designed to insure the availability of materials and products nee- 

essary for the completion of highly essential construction projects. The first 

phase of the control involved a prohibition of the commencement of construction 

in the recreational, entertainment, and. amusements field. Subsequently, the 

controls were extended to require the licensing by NPA of the various projects, 

with the more essential and more highly justified receiving authorization to pro- 

cee Later, when the Controlled Materials Plan came into operation, all con- 

truction, as such, fitted into that program and became a part of the CMP 

ope tion 

ries of orders and regulations involving construction as they were suc- 

‘ly issued by NPA are as follows: October 26, 1950—NPA issued NPA 

M-4, which provided that unless an exception were granted (based on 
al hardship, or the requirements of the defense program), no person could 
ence construction of any recreational facility, the cost of which exceeded 
$5,000. January 13, 1951—NPA amended order M-4 to include within its cover- 

comparable restriction on the construction of commercial facilities. How- 
this amendment specified that construction of commercial facilities could 
\uthorized also in those instances where the construction was required to 
ement the defense program or if the facility was considered essential for 

‘maintenance of the public health, safety, or welfare. May 3, 1951—The third 
major amendment to order M-4 was issued, extending the restriction on the 
rigit to commence construction to all other facilities, if, in the construction, 
more than 25 tons of steel would be used. This amendment specified that con- 
struction of these new categories of facilities could be authorized in those in- 
stances where the construction was required to supplement the defense program 
or if the facility was considered essential for the maintenance of the public 
health, safety, or welfare. June 21, 1951—NPA issued CMP Regulation No. 6, 
placing construction within the Controlled Materials Plan, and specifying the 
procedures which should be followed for obtaining allotments of controlled ma- 
terials required for a construction project. August 3, 1951—NPA revoked order 
M-4, and in its place were issued both NPA Order M-4A and Direction 1 to 
CMP Regulation No. 6. These two new documents, together with CMP Regula- 
tion No. 6, specified that no person could commence construction of any facility 
without authorization and without receiving an allotment, if the owner. would, 
for completion of the building, require delivery of more than specified quanti- 
ties of controlled materials (or in the case of a recreational facility, would use 
more than specified quantities). Limited quantities of controlled materials for 
small projects were allowed to be procured by self-authorization. March 6, 
1%2—NPA revoked order M-—4A and Direction 1 to CMP Regulation No. 6, 
superseded CMP Regulation No. 6 by the issuance of Revised CMP Regulation 
6, clarifying the rules with respect to the operation of construction under the Con- 
trolled Materials Plan, and permitting construction to be commenced without 
authorization unless, for completion, the owner would require delivery of more 
than certain specified larger quantities of controlled materials than had been 
permitted under direction 1 (or in the case of recreational facilities, would use 
more than certain specified quantities). Also, on March 6, 1952, NPA issued order 
M-100, limiting the quantities of controlled materials which can be used in 
residential construction. 

A program of expediting and scheduling activity was undertaken during the 
first part of 1952. This activity covered such things as conferences with ap- 
plicants who have requested large quantities of controlled materials; the reduc- 
tion of quantities requested with consequently lower allocations; the changing 
of quantities of controlled materials from one quarter to a subsequent quarter; 
checking with steel companies and steel fabricators as to their abilities to handle 
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and fabricate the materials requested by the applicants for any quarter, which 
in some cases has resulted in complete elimination of some unessential projects, 
In addition, statistical studies were made to determine norms of materia] uSage 
in a number of categories of construction projects. The results of one of these 
studies were made available to the Department of Labor at their request. 

The effectiveness of the various measures taken by NPA and DPA in directing 
the construction of the more important facilities either through the channeling of 
CMP materials or by means of “M” orders can be seen from the accompanying 
chart. The value of new military and defense supporting construction reached 
a level during the second quarter of 1952 which was two and one-half times 
greater than the level achieved during the 6 months prior to Korea. Other cop. 
struction remained the same. 
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It had been expected (and in fact announced in May 1952) that relaxations 
on the construction timetables could be made in the latter part of 1952, espe 
cially in the right to self-authorize the procurement of steel, copper, and alumi 
num required for the various contemplated construction projects. However, 
the incidence of the 8-week strike in the steel industry made it necessary to post- 
pone the proposed relaxation of construction controls. However, the improving 
supply of copper and aluminum made it possible for larger quantities of those 
materials to be authorized for procurement by self-authorization for construc- 
tion projects, pursuant to amendments made in June and July 1952 to the basic 
regulation and orders affecting construction. 


COOPERATION WITH INDUSTRY 


Industry advisory committees are the principal device by which the Nationa 
Production Authority discharges its responsibility to consult with representa 
tives of industry prior to the issuance of public orders and regulations. ‘These 
committees also serve as the means for informing the Government of mobilizat 
production problems encountered by American business executives and of pro 
viding NPA with a cross section of the judgment and recommendations 0! 
industry. 

The number of NPA industry advisory committees has increased from 455 
September 30, 1951, to 550 on September 1, 1952, with a total membership 2! 
approximately 7,000 industry representatives. During this period 656 meetings 
were held under the sponsorship and supervision of the Office of Industr 


Advisory Committees, These committees included representatives of sma 
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medium, and large businesses; segments of a specific industry; and geographic 
reas. The most effective service is rendered by committees pinpointed to 
specitic product groupings. When problems of related industries are under con- 


sideration the Authority convenes joint meetings of the committees concerned or- 
special con iferences. 

During the past year the Authority has worked out a series of understandings 

th the Assistant Attorney General for assuring that the procedures established 

y the Authority in implementing the above-mentioned provision of the Defense 
tion Act would also conform with the principles and objectives of the anti- 

iws. These negotiations which took place over an extended period of time 

resulted in notification from the Department of Justice on November 26, 
1951, that it had no further changes to suggest concerning the rules developed 
ind later adopted by the NPA in the establishment, use, and management of 
ndustry advisory groups and that “so long as the activities are carried on within 
the limits of this order the Attorney General would not view such activities as 
wstituting an independent violation of the antitrust laws.” 

During the year particular attention has been given to assuring the small- 
business problems are fully discussed at industry advisory committee meetings. 
{ special program was worked out in response to a request by NPA’s Office of 
Small Business, whereby the topic Status of Small Business in the Industry is 

uded in the agenda of every meeting when applicable. The Government pre- 

g officer is under instructions particularly to stimulate discussion on this 

t by committee members from the smaller firms. This program has met a 
favorable response, 
Field service operations 

Upon establishment of the National Production Authority the Department of 
Commerce Field Service was delegated the responsibility of representing the new 
gency throughout the United States. The primary function of the field offices 
s to act as the liaison between the NPA and the business public affected by its 
regulations. Information and counsel is furnished on all NPA regulations, 
rders, policies, and directives at points close to a company’s place of business 
thus facilitating the proper administration of the powers conferred on the agency. 

Appropriate authority was delegated to the field offices to enable them to carry 
out their responsibilities effectively. A major portion of the responsibility for 
he execution of the compliance program was placed in the field. Likewise, in 
the administration of the Controlled Materials Plan the processing of CMP 4B 
ipplications for controlled materials was decentralized to the greatest extent 
possible and at the peak of this operation the delegated field offices handled 35 
percent of the intake of CMP 4B applications. With the increase in the supply 
of critical materials an automatic allotment procedure was devised which reduced 
the number of applicants and enabled the processing functions to be decentralized. 

During the year the field offices were increased from 42 to 105 and at the peak 
of employment in April 1952 the field service had a complement of 1,476 NPA 
employees. With the relaxation of controls the number of offices has now been 
reduced to 56 and NPA field employees to 832. 


ORGANIZATION AND PERSONNEL 


Organization for production 

The Organization of the National Production Authority remained compara- 
tively stable throughout the fiscal year. Three new industry Divisions—Water 
Resources, Metalworking Equipment, and Mining Machinery—were created, 
July 10, 1951, completing the industry coverage as it still exists. The Office of 
Chief Hearing Commissioner was established in July 1951 to deal with cases of 
honcompliance with orders and regulations of the Authority. 

In October 1951 the transfer of three Divisions to the Policy Coordination 
Bureau reflected the fact that the Controlled Materials Plan had progressed from 
the planning stage to the operating stage, and integrated the implementation 
and coordination of the operating CMP function. A later reorganization of the 
Policy Coordination Bureau, in December 1951, combined under one direction 
the technical functions of prescribing procedures for, coordinating, and assisting 
all operating controls programs, including CMP. 

The Office of Production Analysis was created in December 1951 to provide a 
central point of direction and control for the Authority’s economic and statistical 
analysis activities. 

The last substantive change which occurred within the Authority was the 
transfer of the tax-amortization and loan-review functions to the Defense Pro- 
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duction Administration. This transfer was authorized to simplify and focalize 
responsibility for processing applications for tax amortization and loan benefits, 

On January 8, 1952, Mr. Henry H. Fowler succeeded Mr. Manly Fleischmann as 
Administrator. 

By September 1, 1952, organization plans had been developed to permit maxi- 
mum flexibility of expansion and contraction, depending upon future develop. 
ments in the defense program. These plans are being held in readiness, await. 
ing implementation when appropriate. 


Personnel 

The National Production Authority’s work force as reported to the commit- 
tee on June 30, 1951, comprised 4,186 per annum, 81 part-time (when actually 
employed), and 193 without-compensation employees, or a total of 4,460 The 
peak of employment was reached September 7, when recruiting had increased 
the work force to 4,851 paid employees. From that point on the employment 
declined steadily, and by July 1952 the per annum employment numbered 4,15¢ 
with 62 w. a. e.’s and 338 w. o. c.’s on the rolls for a total employment of 4,556 per 
sons. By the end of August this had further declined to 4,276 employees, of whom 
3,900 were full-time, 55 part-time, and 321 without compensation. A reduction 
in force necessitated by the decrease in the appropriation of the Authority wil] 
cut the force by an estimated additional 750 paid employees as of September 
26, 1952. 

Special actions on recommendations of the committee 

The success of the current defense production effort reflects in large measure 
the close cooperation between the National Production Authority and the Join 
Committee on Defense Production. The frequent and extensive hearings of 
the committee and the complete reports made on various phases of the pro 
grams and actions of the mobilization agencies reveal the searching scrutiny 
to which administrative action under the Defense Production Act has been 
exposed. The development of the defense production effort has gained much 
from the constructive attention that Chairman Burnet R. Maybank and his 
colleagues, both majority and minority members, together with the committee 
staff, have given to the enactment of the necessary legislation and the review 
of its administration and to the preservation of the basic principle of ad- 
ministrative flexibility in the exercise of the priorities and allocation authority 

In accordance with the views of the Joint Committee on Defense Production 
with respect to the development and timing of the defense production program, 
the National Production Authority has followed a middle course between the 
disruptive extreme of converting the entire economy to military production 
and the other extreme of permitting full production of civilian goods to the 
detriment of military needs. This middle course has fully and regularly met 
the screened requirements of the military, atomic energy, and the stockpile 
programs, without imposing unnecessary burdens or restrictions on the civilian 
economy. At the same time we have facilitated an enlargement of the Nation's 
industrial base and augmented our production capacity. 

Consistent with recommendations of the joint committee, NPA has followed 
the policy of permitting manufacturers of nonessential civilian goods to operate 
at low levels rather than to force them out of business by prohibiting entirely 
the use of steel, copper, and aluminum in their products. This policy has 
enabled many thousands of manufacturing concerns te continue to contribute 
to the national economy and has thus kept available their skills and facilities 
for ready use in the event of all-out mobilization. 

The Joint Committee on Defense Production has given close and detailed 
attention to the machine tool program. In consultation with the joint com- 
mittee, NPA reviewed its policies with respect to the production and distribution 
of machine tools and took effective action to overcome bottlenecks and to 
channel virtually all machine tools into direct military and defense-sunporting 
production. Such action included the amendment to NPA Order M-41 which 
prohibited all machine-tool shipments for unrated orders after February 1, 
1952; the issuance of M-41A which limited the use of priority ratings in the 
purchase of machine tools so as to cause the greatest possible production of 
those tools which are urgently needed for the mobilization program; and the 
development of production schedules to insure that critical machine tools are 

ade available to the many high-priority programs on schedule and on the 
basis of relative essentiality. 

Consistent with the views on basic policy expressed by the Joint Committee on 
Defense Production and in line with specific recommendations of other congres- 
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committees with a particular interest in special areas of the national 

my, NPA has taken various actions, of which the following seem especially 
orthy : 

As the supply of controlled materials improved, successive increases were 

n the shares of steel, copper, and aluminum available to small users by 

f-authorization procedures, culminating in the very substantial increases in 

ertification limits for copper and aluminum which were announced on June 

1952. In addition, an automatic allotment procedure was initiated early in 


») In order to provide maximum assurance, particularly to small-business 
' ns, for the placing and acceptance of authorized controlled material orders, 
NPA inaugurated in December 1951 a comprehensive and concrete program for 
providing special assistance in placing orders. Procedures have been estab- 
ished to expedite action on requests received from small-business concerns for 
assistance in placing their CMP tickets. 

(3) Constant efforts have been made to clarify and simplify the CMP regula- 
tions so as to make them more understandable to the average small-business 
mau. 

(4) In order to alleviate the problems of small manufacturers of civilian- 
type items faced with unusual and severe hardship because of low CMP allot- 
ments, NPA established a small business hardship account to provide supple- 

ntal allotments of steel, copper, and aluminum in such hardship cases. The 
small business hardship panel, composed of the Assistant Administrator for 
Small Business, as chairman, a representative of the Small Defense Plants Ad- 

nistration, and representatives of the appropriate offices and bureaus of NPA, 
has full and final responsibility for all determinations concerning supplemental 
allotments for hardship assistance to small business. A special reserve of ma- 
terials has been provided for the use of the small business hardship account and, 
with revisions in the procedures of the panel as indicated by experience, we can 
report that the objectives of the hardship account are being effectively car- 
ried out. 

(5) NPA continues to follow the policy of relaxing the Controlled Materials 
Plan gradually, removing the burden of controls from industry as rapidly as 
onditions permit, yet retaining maximum administrative flexibility so that the 
plan is available for use promptly in the event of a sudden worsening in the in- 


ternational situation or an upward shift in defense requirements. 
OFFICE OF FIELD SERVICE 


i. The Department of Commerce Office of Field Service is responsible for 
providing all necessary field services required by the operating units of the 
Department. Upon establishment of the National Production Authority, the main 
function of this Office has been to service NPA. 

2 The authority for these activities is contained in Department Order No. 123, 
based upon Exeeutive Order 10161, dated September 9, 1950, and Executive Order 
10200, dated January 3, 1951. 

3. The field service acts as the liaison between the business public and the 
National Production Authority in carrying out NPA responsibilities. Informa- 
tion and counsel are furnished on all NPA orders, policies, and directives at 
points close to a company’s place of business, thus facilitating the proper ad- 
ministration of the powers conferred on the office. Appropriate authority was 
delegated to the field offices to enable them to carry out their responsibilities 
effectively. A large part of the responsibility for the execution of the compli- 
ance program was placed in the field. In the administration of the Controlled 
Materials Plan the processing of CMP-4B applications for controlled materials 
was also decentralized to the greatest possible extent. 

1. The field service has further contributed to the general success of the NPA 


or 


program. At the peak of the operation the field offices handled about 35 percent 
of the CMP-4B applications. 

5. Concentration of field-service activities on the NPA program will be required 
during the life of the Defense Production Act. 

6. Most of the field service’s accomplishments have been in the area of small 
business. This is particularly true with reference to its activities under the 
Controlled Materials Plan. 

7. A total of 846 persons were employed in the Office of Field Service on Sep- 
tember 5, 1952, 14 of whom were in the Washington office. The Office of Field 
Service does not utilize industry advisory committees. 
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8. The Office of Field Service does not face any special problems at the present 
time, since its procedures are firmly established and are being carried out with 
considerably less personnel than at the peak period, April 1952, when a total of 
1,476 persons were employed in the field offices. 


BUREAU OF THE CENSUS 


1. The Bureau of the Census is performing special statistical services anq 
eonducting surveys relating to the Defense Production Act for the following 
agencies: 

National Production Authority 

Defense Production Administration 

Production and Marketing Administration 
Defense Minerals Administration 

Defense Electric Power Administration (Interior) 
Office of Defense Mobilization (Labor) 

2. These services and surveys are conducted under authority of section 601 of 
the Economy Act which authorizes the performance of services for other Federa] 
agencies by reimbursement or advance of funds from the requesting agencies 
The Bureau of the Census is specially equipped with existing statistical facilities, 
including a field organization, a large machine tabulation organization, special] 
mailing lists, and a staff of trained statistical technicians. 

3. The services performed for the several agencies are summarized below by 
agency: 

National Production Authority 

The Industry and Business Divisions engage in three types of statistical ac- 
tivities as collecting and compiling agent of the NPA. 

(a) The divisions conduct surveys on the operations of specified groups of 
manufacturers and distributors, Some of these as in the case of burlap or 
cotton duck are one-time surveys to inventory an existing situation, but most, 
as in the case of the monthly steel, copper, aluminum, and plywood reports and 
the quarterly report of metalworking plant operations, are repetitive. The 
tables provided by the Census Bureau constitute the factual background for 
policy determination and operations of the NPA. There are now being conducted 
32 such surveys for NPA, 

(vb) The regular surveys of the Industry Division issued for publication, as 
the “Facts for Industry” series showing the current production and related data 
for important commodities, have been modified to meet the specific administra- 
tive needs of NPA. These changes generally have taken the form of (1) in- 
creased commodity detail, (2) additional information about a commodity such 
as a breakdown of shipments as to defense rated or unrated, or (3) increased 
frequency. The Division has modified 17 surveys, including those in such fields 
as lumber, pulp and paper, chemicals, and foundries, at the request of NPA. 

(c) Special tabulations and analyses have been made of NPA application 
forms. Applications of manufacturers for steel, copper, and aluminum under the 
Controlled Materials Plan have been tabulated by the Industry Division for the 
guidance of NPA and DPA in determining how much of these materials was 
requested in total and by class of product so that appropriate rates of allotment 
could be set. Special tabulations of these applications have also been used in 
establishing which applications should go to field offices of NPA and which to 
Washington. 

Foreign Trade Division supplies tabulations on imports for consumption and 
exports for domestic and foreign merchandise, which are required by the various 
divisions of NPA as an integral part of the supply picture. This Division also 
compiles special weekly reports on imports of certain metals and minerals for 
the Office of International Activities and Defense Materials and others. 
Defense Production Administration 


The Business Division of the Census Bureau conducts quarterly surveys of 
progress on facilities expansion. The Division also prepared, until January 1952, 
listing and progress reports of applications for certificates of necessity to be used 
for tax-amortization purposes and of the progress made in processing these 
applications. 


Production and Marketing Administration 

Modifications of existing programs also have been made for the Production 
and Marketing Administration, Department of Agriculture. The collection of 
manufacturers’ and dealers’ wool stocks information is now on a quarterly basis. 
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Defense Minerals Administration 

For the Defense Minerals Administration there are being prepared weekly 
tabulations showing preliminary figures on imports of certain minerals. 
Defense Electric Power Administration 

For this agency the Census Bureau tabulated and prepared data on the quan- 
tity and value figures for purchased electric energy collected in the 1950 Annual 
Survey of Manufactures. 

Ofice of Defense Mobilization 

Under the sponsorship of the task force on resources and requirements of the 
Office of Defense Mobilization Committee on Specialized Personnel, the Census 
Bureau is establishing a duplicate file of approximately 6,000,000 punch cards 
from the 1950 Census of Population, These cards will be designated as the “Man- 
yower occupations card file,” and will cover workers in all occupations in the two 
yajor groups, “Professional, technical, and kindred workers” and “Craftsmen, 
foremen, and kindred workers,” as well as in a number of other selected occupa- 
tions. The cost of setting up the file is being borne by five agencies—the Depart- 
ments of the Army, Navy, Air Force, and Labor, and the National Science 
Foundation. 

t. These services have not only provided the information needed but have pre- 

nted duplication of Government effort in the statistical field, and have assisted 
in preventing the establishment of special statistical units staffed at the expense 
of those in the regular executive departments. 

5. The surveys conducted under the authority of the Defense Production Act 
mentioned above are primarily repetitive in nature, tabulations requested by the 
sponsoring agency having generally been provided regularly. 

6. No differentiation of services is made by size of business, except in the 
extensiveness of statistical sampling. 

7. The number of classified employees presently working on the above program 
is 205 clerical and 30 professionals. The Census Bureau does not have special 
advisory committees for these programs, but conducts them in accordance with 
the specifications of the requesting agencies. 

8. As in the case of surveys included in the Census’ own program, these have 
at times presented some difficulties in their initial stages or at times of major 
revisions. 

BUREAU OF PUBLIC RoAps 


1 (a). The Bureau of Public Roads is the claimant agency for the construction 
ind maintenance of all rural and urban highways, streets, highway equipment, 
repair shops, bridges, tunnels, toll-road facilities, and appurtenant installations, 
publicly owned parking facilities incident to a highway or street, regardless of 
financing, but not garages, filling stations, restaurants, or other commercial 
facilities, 

1 (0). The Bureau of Public Roads performs the following functions in con- 
nection with the above claimant-agency activities. It collects and presents to 
the Defense Production Administration, after screening for essentiality, the 
requirements for highway construction. It represents the highway industry 
before the Defense Production Administration and the National Production Au- 
thority in regard to such matters as the restriction of the use of critical materials 
in highway construction, the self-authorization limits on highway construction, 
ete. It authorizes highway- and street-construction schedules, makes allotments 
of controlled materials for highway construction, and applies or assigns to others 
the right to apply DO ratings for the procurement of materials and products 
other than controlled materials necessary to the completion of authorized con- 
struction schedules. It obtains for the highway industry DO ratings for the 
capital equipment needed to construct, maintain, and operate the Nation’s high- 
way facilities. The Bureau of Public Roads also processes applications for 
adjustment of exceptions under the provision of CMP Regulation 6 and takes 
final appellate action under this regulation. 

2. The Bureau of Public Roads derives its authority for these programs from 
the following: Section 101 (d) of Executive Order 10161 of September 5, 1950; 
Department of Commerce Order 127; Department of Commerce Order 128 
(amendment 2 and supplement 2) ; NPA Delegation 14, as amended; Executive 
Order 10200 of June 3, 1951; DPA Order 1 of May 24, 1951; The Federal High- 
way Act of 1921, as amended. 
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3. The highway rehabilitation and maintenance program is a program designed 
to provide the country with a highway system adequate to economically and 
safely transport the peoples and goods of the Nation, especially the defense 
production materials, and to provide these facilities with as little drain upon 
the Nation’s supply of critical and controlled materials as possible. This trans. 
portation system includes about 3,300,000 miles of roads and streets over which 
53 million motor vehicles travel at least half a trillion miles per year. 

The most important part of the system, from an over-all defense standpoint, 
is the interstate system. This is a limited mileage of main interstate routes 
connecting the principal metropolitan industrial areas of the country, and on 
it the bulk of the defense material movement occurs. This same system would 
carry the greater part of any strategic movement of troops and supplies during 
a defensive action within or adjacent to the country’s borders. It was estab- 
lished by congressional direction (sec. 7, Federal-Aid Highway Act of 1944) 
The remainder of the primary system, which contains about 300,000 miles of the 
primary interstate highways, is also of tremendous importance to the defense 
effort. This system connects the major industrial centers with the smaller 
manufacturing communities, many of which have no means of transport other 
than highways. The remaining roads of the country, although of lesser import- 
ance from a traffic-volume standpoint, are nonetheless of great importance to 
agricultural production, mining production, timber production, and other such 
industries. 

4. During the past year the steel-consuming portion of the highway program 
has been severely curtailed. Many badly needed bridge and grade separation 
structures have been postponed. Some urban projects, vitally necessary to the 
adequate transportation of the Nation’s peoples and goods within and adjacent 
to large cities, have been held in abeyance for the time being in their entirety 
The quantities of steel required for these projects were so large that to st 
them would have required the discontinuance of work on many projects already 
under way. The same situation exists in regard to limited-access rural rehabili 
tation work such as turnpike construction. On the whole, highway rehabilitation 
work requiring structural steel during the past year was limited to work o1 
projects that were under way. 

5. The current need for highways is an established fact. Highway transpor 
tation has become an inseparable part of our national economy. As the national 
production is increased highway transportation will increase with it. An increas: 
in highway transportation requires a corresponding rehabilitation of the highway 
system, and without such highway rehabilitation highway transportation cannot 
increase. In addition, highways wear out and rehabilitation is necessary even 
though there is little or no increase in traffic. 

Motor vehicle travel in 1951 amounted to 485,000,000,000 vehicle-miles, more 
than double the travel of 1935. In the 2-year period, 1949 to 1951, motor-vehicle 
travel increased 91,000,000,000 vehicle-miles, an increase that is greater than the 
total travel of 1951. Motor vehicle registration has also doubled since 1935 
Truck travel on rural roads has almost tripled since 1935. In the same period 
the load carried by trucks on rural roads, measured in ton-miles, increased 
fivefold, 

Motor-vehicle accidents have also increased, from 5,500,000 in 1945 to 8,300,000 
in 1950. The cost of these accidents, as measured by insurance premiums, 
increased 212 percent from 1945 to 1950. The 1950 motor-vehicle insurance bill 
amounted to $2,600,000,000, almost equal to the total State highway-user taxes 

The present highway system is entirely inadequate for present-day traffi 
Nearly two-thirds of the Federal-aid system mileage is below tolerable standards 
of adequacy and should be improved. Future increases in traffic will, of course 
increase the mileage of inadequate roads. 

6. The construction of highways is almost entirely small business. Of 5,501 
Federal-aid highway contracts awarded in 1950 (total value $814,000,000), 27 
percent were for less than $25,000; 483 percent were for less than $50,000; only 
102 contracts, 2 percent, were for more than $1,000,000 each. The 5,501 contracts 
were awarded to 2,204 contractors. 

7. The Joint Committee on Defense Production concurred in, and followed up, 
our request to the Defense Production Administration that the self-certification 
limits for highway construction be raised. Up to the present time, these limits 
have been raised to 25 tons of carbon steel including 2 tons of shape. The Bureau 
of Public Roads has requested additional action to raise the limits to 50 tons of 
carbon steel including 25 tons of shape. This increase in the self-certification 
limits has assisted the Bureau of Public Roads in reducing paper work and has 
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also been of benefit to the small highway contractor in that he is relieved of the 
necessity of submitting requirements, paper work, and awaiting allocations for 
small j bs. 

8 In the Washington office seven employees are engaged full time and eight 

er other employees employ 65 percent of their working time on this work. 

the 10 field division offices 20 persons (2 per division) are used on the work 
and in the district offices (a district office is located in each State) about 48 
employees (1 per district) are concerned primarily with the work. 

fhe American Association of State Highway Officials, a nonprofit organization 
of the chief highway officials of each State, has appointed a special committee to 
advise the Bureau of Public Roads on the over-all allocation of controlled 
materials. This committee is consulted as necessary and is not utilized by any 
other claimant. 

9, The major problem at this time is to obtain, in the first quarter of 1953 or 
as soon thereafter as possible, the structural steel necessary to start the many 
essential highway projects that are now awaiting construction. These projects 
have already been delayed by the low 1952 allotment levels and should be started 
within the very near future. The present first quarter 1953 highway allocation 
provides only a small amount of plate and shape for new construction starts. 
The major part of the present first quarter 1953 allocation will, of necessity, be 
used to carry forward in the first quarter of 1953 those projects that are already 
under way. 

10. In addition to the preceding, which is concerned, for the most part, with the 
difficulties encountered by the Bureau of Public Roads in obtaining an adequate 
supply of steel for the essential highway program, the following additional 
problems have been encountered during the past year’s activities as claimant 

4 fe 
(1) The obtaining of mill space for the rolling of cutting edges for grader, 
snow plow, and other highway construction and maintenance equipment. 

(2) The promotion of ferrous-scrap collecting and reporting by the State. 
city. econnty, and loeal highway departments 

(3) The alleviation of shortages of other highway construction material 
such as cement. 

(4) The conservation of critical materials through the development of 
substitute designs such as prestressed concrete, and of substitute materials 
for scarce items such as dryers for traffic-line paints. 

(5) The conservation of equipment through the development of radio 
communication systems for the more efficient dispatching, utilization, and 
management of road maintenance equipment. 


MARITIME ADMINISTRATION 


Part I of this report contains a list of programs, with factual summary, com- 
nent on effectiveness, current need, relationship to small business, actions taken 
in response to any recommendations or suggestions of the Joint Committee on 
Defense Production, and current major problems. Part II presents citations of 
authority for programs. Part III reports on personnel engaged in carrying out 
the programs and on the use of advisory committees. 


I. PROGRAMS AND PROGRAM ACHIEVEMENTS 


The Maritime Administration conducts the following programs under authority 
of the Defense Production Act as implemented by Executive orders, depart- 
ment orders and delegations: 


1. Acts as claimant agency for materials for the construction of oceangoing 
merchant ships and shipyards 


The Maritime Administration, as claimant agency under the controlled ma- 
terials plan for all oceangoing merchant-type ship construction, assembles and 
presents to the Defense Production Administration quarterly all (“A Product”) 
steel, copper and aluminum requirements for the present programs. It nego- 
tintes with the Defense Production Administration and the National Production 
Authority for material allocations and directive assistance. 

Programs conducted under delegate authority of the Defense Production Act 
are: (a2) 35 Mariner class, C4-S—la. fast cargo ships of which 20 keels have been 
laid, 9 launched, and none delivered; (b) 63 private tankers of which 18 keels 
have been laid, 5 launched, and 2 delivered; (¢) 3 P2-S1—-DN3 troop transports 
of which 1 has been delivered and the other 2 will be completed shortly; (d@) 1 
ore carrier has been completed under a 38-ship authorized program. 








196 REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 


The Defense Production Administration, due to an over-all scarcity of stee| 
has not authorized sufficient materials required for the normal completion of 
ships under construction. Although the ships programed are urgently needed, 
materials shortages have resulted in delays of from 4 months to over 1 year 
on certain ships due principally to the inadequate allocation of steel products, 
The Defense Production Administration, as a matter of policy, has not seen 
fit to designate the Maritime Administration as a defense agency; therefore, 
acting as claimant and delegate agency, the Maritime Administration has been 
unable to extend priorities which would assure scheduled completion of ships. 
Only in the minor field of personnel requirements is the Maritime Administration 
regarded as a defense agency with a priority position. 

The Maritime Administration assembles all data and information indicating 
the number and types of all oceangoing ships in the active merchant marine, 
In addition, all the requirements for the operation, maintenance, and repair 
of these ships are transmitted to the National Production Authority and the 
allocation of all materials and components is administered by that oranization, 

Completion of ships as scheduled under Maritime Administration shipbuilding 
programs for defense and private operational needs is a current critical 
problem because the Maritime Administration is not authorized to issue material 
priorities. To eliminate the problem, the Maritime Administration should be 
classed as a defense agency. Ship construction can be maintained on schedule 
only if the Maritime Administration is authorized to determine priorities for 
shipbuilding materials and components and such materials and components 
are reclassified in the Product Assignment Manual. Those two steps should 
be taken since several industry divisions of the National Production Authority 
have been designated as the claimant authorities for many shipbuilding com- 
ponents 


2. Claimant agency for materials for shipyard construction 

The Maritime Administration was designated as claimant agency for the 
approval of commercial shipyard construction and allocation of controlled 
materials as of June 7, 1951. Since that time all shipyards in the United 
States and its possessions have been circularized and material requirements 
compiled. To date, all requirements of the industry for controlled materials 
have been met and are now tapering off. 


> 


3. Cooperation with other Government establishments for the efficient operation 

of port facilities 
Several arrangements have been effected granting the temporary use of idle 
Maritime Administration field installations to other Government defense agencies 
The Maritime Administration maintains liaison with port authorities and the 
shipping industry on port matters and with the Defense Transport Administra- 
tion, Office of International Trade, Department of Commerce, Department of 

Defense, and other Government agencies through representation on interagency 

committees, such as the Interagency Committee on Port Utilization. On behalf 

of the several interested Federal agencies, the Maritime Administration main- 
tains on a current basis an inventory of United States port facilities and estimates 
of their capacities. Similarly, the Administration, at the request of the Inter- 
agency Committee on Port Utilization and with the approval of the Office of 

Defense Mobilization Committee on Transportation and Storage, is currently 

undertaking a study of the problems inherent in keeping small ports alive against 

the day their use might be required for national defense purposes. This study 
should also reveal the steps necessary on the part of the Government to insure 
the availability of such ports under emergency conditions. 

j. Dissemination of bid and contract data on behalf of small business 

The Maritime Administration cooperates with the Office of Small Business, 

National Production Authority, in supplying advance information concerning 

purchase requirements to permit small contractors to bid. Notice of contracts 

awarded is disseminated throughout the country for the purpose of permitting 
small businesses the widest opportunity to solicit subcontracts from firms who 
have received Government awards, 

5. Determination of requirements for allocation of merchant ships, scheduling 
of cargo movements, and administration of priorities for transportation 
of cargo 

Under this program the Maritime Administration took a twofold action of (@) 
utilizing to the maximum degree possible the facilities of the privately operated 
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\merican-flag merchant fleet, and (b) administering, as deficiencies arose in the 
number and type of available privately owned American-flag ships, the utilization 
¢ Government-owned ships through the appointment of general agents. In this 
‘connection, the general agents selected for operation of Government-owned 
; were existing private American-flag operators having readily available the 
ties and “know-how” essential to an efficient and economical operation. 
onnection with the foregoing, the Maritime Administration within its 
iizational structure formulated and instituted such functions, activities, 
es, regulations, and procedures necessary to the administration of the 
ion and maintenance of ships operating under general agency agreement. 
of September 30, 1951, 45 general agents were appointed to operate 317 
Government-owned ships. During the period September 30, 1951, through Sep 
tember 8, 1952, the number of general agents was increased to 48, and the number 
of ships assigned to such general agents steadily increased during the first half 
of the reporting period until they aggregated 541. In the last half of the report- 
ing period there has been a steady decline in the volume of bulk cargo shipments, 
primarily coal, to Western Europe. This situation created a surplus of ships in 
relation to over-all cargo requirements and in keeping with the basic policy of 
not using Government-operated ships in competition with privately owned ton- 
nage it was necessary to return to the reserve fleet a substantial number of the 
general agency ships 

The effectiveness of the Government-owned ships operating under general agency 
agreement is reflected in the following statistics covering the period October 1, 

to September 1, 1952: (a) 768 out-bound voyages were made moving 

281,571 long tons of coal; (0b) 200 out-bound voyages carried 1,897,737 long 
tons of grain: (¢) 21 out-bound voyages were made carrying 153,477 long tons of 
other types of cargo; and (d) 21 cross-trade and in-bound voyages were made 
transporting 194,797 long tons of cross trade, in-bound ore, and strategie stock 
piling cargoes 

The foregoing statistics reflect the movement of cargoes under the sponsor- 
ship of the Mutual Security Agency and the General Services Administration, 
but do not include those of the military. 

In administering this program, the Maritime Administration maintains con- 
stant liaison with other Government agencies such as Solid Fuels Administra- 
tion, Defense Production Administration, National Production Authority, and 
Office of International Trade, Department of Commerce. In addition, constant 
contact and liaison is required with foreign-government representatives and rep- 
resentatives of private American-flag operators. 


6. The operation of Government-owned merchant ships by the Military Sea Trans- 
portation Service 

This program involved the administration of 56 ships reactivated and placed 
under general agents for the movement of military cargoes. In addition, 147 
Government-owned merchant ships were operating under bare-boat time charter 
basis by the Military Sea Transportation Service. During the September 30, 
1951, through September 8, 1952, period previously mentioned, these ships were 
redelivered from bare-boat charter and in turn delivered to private American- 
flag operators under General Agency Agreement for continued use in the move 
ment of military cargoes. 


{dministration of the provisions of the voluntary plan for the contribution 
of tanker capacity for national-defense requirements 

All owners of United States-flag tankers of 6,000 dead-weight tonnage and 
over, With the exception of two, are participating in this plan under Maritime 
Administration supervision. This participation represents 99 percent of the 
eligible tonnage, 

During the time mentioned in item 6, above, the tanker requirements, consist- 
ing of a total of 260 voyages for the Military Sea Transportation Service, were 
met promptly and completely. 


8. Acting in liaison to establish priorities and allocations for materials for the 
operation, maintenance, and repair of merchant ships 

The Maritime Administration assembles and presents to the National Pre- 
duction Authority quarterly estimates of costs of ship repair and maintenance, 
including those for reactivation repairs, voyage repairs, and maintenance and 
dea tivation repairs. Monthly reports of actual expenditures are also prepared 
in eet with the requirements of the National Production Authority Di- 
rective M-70. 
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As required, the Maritime Administration assembles estimated materials re 
quirements of iron, carbon steel, alloy steel, copper, copper alloy, aluminum, 
nickel, ete 

The Maritime Administration conducts negotiations ard liaison with repre. 
sentatives of the Defense Production Administration, National Production ‘AD 
thority, ship operators, and repair yards for the purpose of facilitating the o} 
tainment of material priorities and allocations essential to the repair of pri- 
vately owned American-flag ships or Government-owned ships operating under 
general-agency agreement. 

9. General study of oceangoing transportation 

The Maritime Administration assembles, analyzes, and submits periodic re. 
ports on the general transportation situation to the Executive Office of the 
President, Office of Defense Mobilization, of estimated requirements of ocean 
borhe transportation and availability of shipping space. This report covers the 
principal commodity groups and trade areas and includes requirements of the 
military. 


10. Administration of controls to prevent American-flag ships from trading with 
Communist China 

The responsibility for administering regulations banning United States-flag 
ships from trading with Communist China was transferred to the Maritime Ad 
ministration as of April 2,1951. American shipowners and operators have given 
their whole-hearted support in making these regulations effective. Measures are 
being taken through State Department channels to control trade with Communist 
China by foreign ships owned by corporations in which American citizens have a 
financial interest. 
11. Defense loans 

The purpose of the defense-loan program is to encourage the expansion of 
defense facilities as an incentive to induce adequate expansion. The Maritime 
Administration has one application pending for a defense loan amounting to 
$6,000,000. No other loan applications have been submitted to the Administration 


Il, CITATIONS OF AUTHORITY 


The Maritime Administration derives its authority to conduct the above pro- 
grams from the authorities listed in the general introduction to the Department 
of Commerce Report to the Joint Committee on Defense Production and to the 
following sources not listed in the general introduction: 

1. NPA Delegation 14, as amended, dated March 6, 1952. 

2. Statement of organization and function of, and delegations to the Mari- 
time Administration, DO 117 (amended) effective April 24, 1951; DO 
117 (amended) (amendment 1), effective August 22, 1952. 

8. Redelegation of Authorities to the Director, National Shipping Authority, 
Administrator’s Order 546 (amended) effective February 11, 1952 


Ill, PERSONNEL AND ADVISORY COMMITTEES 

1. Personnel 

During the 12 months’ period ending August 31, 1952, there were on duty in 
the organizational components of Maritime Administration employees represent- 
ing a total of approximately 62 man-years of work responsible for the conduct 
of defense activities under the Defense Production Act of 1950. This Adminis 
tration also provided one or more members or alternates and observers on seven 
interdepartmental and two intradepartmental committees directly related to 
activities under the Defense Production Act of 1950. Supplementing the assist 
ance rendered under authority of the Defense Production Act as indicated above, 
an undetermined number of Maritime employees have performed various services 
related to these defense activities as a necessary addition to their normal peace 
time duties. Due to the nature of their assignments, it is not feasible to furnish 
more specific information in this regard measured in man-years. 
2. Advisory committees 

The Tanker Requirements Committee was established by the Maritime Ad- 
ministration to assist in the administration of the voluntary plan for the con- 
tribution of tanker capacity for national-defense requirements. The members of 
this Committee were appointed by the Maritime Administration in accordance 
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with the standards of section 701 (b) (ii) of the Defense Production Act of 
19590 and represent independent small and medium as well as large business 
enterprises in the tanker industry. 
The Maritime Administration has membership on the following interagency 
committees : 
Defense Materials Operating Committee 
Interdepartmental Port Utilization Committee 
Joint Military Transportation Committee 
Foreign Petroleum Committee 
Interagency Coal Committee 
Interagency Food Committee 
Civil Defense Transportation Committee 
Interdepartmental Committee on Foreign Travel Policy 
Committee for Conservation of Critical Materials 
The Maritime Administration also holds membership along with other Federal 
agencies and representatives of foreign governments on the Ship Planning 
Committee. 
OFFIcE OF INTERNATIONAL TRADE 


1. The Office of International Trade has two main programs under the Defense 
Production Act : Export control and claimancy for controlled materials for export. 

2, The authority for these programs is contained in National Production 
Authority Orders M—46, M-78 and M-79 and Defense Production Administra- 
tion Order No. 1, which were issued under authority of the Defense Production 
Act. DPA Order No. 1 states that the Office of International Trade shall pre- 
pare and present the requirements with regard to all exports not elsewhere 
esignated in the order. The Mutual Security Agency, which has claimant 

ponsibility for the foreign countries in which it has a program, shares the 
export-claimaney responsibilities with the Office of International Trade. 

3. Export control program.—A number of procurement-assistance programs 
are operated in order to assure the export of materials for which export alloca- 
tions are obtained. Under the National Production Authority Order M—79 dated 
\ugust 9, 1951, manufacturers of maintenance, repair, and operating supplies 

» required to make available for export a portion of their production. The 
lesson learned in World War II was heeded in the decision of the National Pro- 
duction Authority to make the provision. of adequate repair and replacement 
parts one of the first calls upon available supplies. The principle of granting 
rating authority to domestic manufacturers and other users of repair parts 
was extended in slightly different form by the issuance of M-—79 to insure that 
American-made machinery located in friendly foreign countries should be kept 
n operation, even though their requirements for new machinery could not be 
fully met. This order has assured the availability of maintenance, repair, and 
perating supplies for foreign users at approximately the level of 1950 ship- 
ments. 

Recognition was given to the vital importance of the world production pro- 
f of petroleum, and also to mines located in foreign countries producing 
materials of strategic importance to the free world. Specially tailored programs 
were provided to give priorities assistance to foreign petroleum operators and 
to operators of foreign mines whose production had been identified as of im- 
portance to the mutual defense effort. These programs were developed in col- 
laboration with the National Production Authority, the Mutual Security Agency, 
the Petroleum Administration for Defense (in the case of the petroleum pro- 
cram) and the Defense Materials Procurement Agency (in the case of foreign 
lines), and were incorporated in the National Production Authority Orders 
M-46 and M-78, respectively. These orders partake to some extent of the “self- 
certification” devices commonly used for domestic requirements of essential 
industry ; further priorities assistance not included under these orders has been 
provided under the joint auspices of the interested agencies. 

Between four and five million dollars’ worth of maintenance, repair, and oper- 
ating supplies needed by foreign commercial aircraft have been made avail- 
able with priorities assistance each quarter, through ratings issued by the Office 
of International Trade under its delegation of authority from the Civil Aero- 
nautics Administration. 

Another form of supply assistance which has been important in meeting the 
heeds of friendly foreign countries is the production-scheduling technique gen- 
erally applied to heavy equipment where the number of manufacturers is small 
ind the lead-time long. Trucks, busses, freight cars, passenger cars, trolleys, 
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trailers, locomotives have been made available for export under programs ma; 
aged jointly by the Office of International Trade and the National pp, 
duction Authority. The Office of International Trade has been responsible for 
estimating minimum foreign needs substantially in advance of the time whe, 
delivery is required, and for determining the relative essentiality of the many 
foreign demands upon the productive capacity of the United States transport: 
tion industry. Heavy electrical equipment, so vital to the maintenance anq 
development of foreign economies which are so many years behind th, 
United States in adequacy of power supply, has been scheduled for friend 

eign countries through the Office of International Trade’s programing and re 
quirements work in conjunction with the Mutual Security Agency and the Na 
tional Production Authority. 

Exporters in friendly foreign countries also may apply for special prior 
assistance for materials or equipment to be used for essential purposes. Thes 
purposes may be for the production abroad of strategic materials to be shippx 
to the United States or other friendly countries or for the maintenance or 
development of the basic economy of the importing country. Applications f 
this assistance for the Office of International Trade countries are made t 
Office of International Trade. The latter transmits to the National Pr 
tion Authority those cases which are believed deserving of special assistancs 
a recommendation for rating, directive, or other needed action. Requests 
special assistance to obtain machinery, electrical equipment, and machine to 
formed a large part of this program. During the year ending June 30, 1952 
approximately 3,000 requests for spot assistance were approved by the Offic 
of International Trade and sent to the National Production Authority. Th. 
value of the materials covered by the Office of International Trade and Mutua 
Security Agency during this period was between $350,000,000 and $400,000,000 

In addition to the provision for spot assistance, the Office of Internation 
Trade takes part in a program to provide needed priority assistance on 
project basis. When a large foreign enterprise will require substantial amouw 
of scarce material and equipment from the United States according to a fixed 
delivery schedule in order to create a complete functioning unit, it has usua 
been advisable to assess the importance of the entire project on an over-all basis 
rather than to make “spot” decisions whether to give ratings to specif 
items of machinery or other needed materials. Under this program, applic: 
tions are made to the Office of International Trade for supply assistance to cover 
the building of an entire steel mill, chemical plant, or other similar endeav 
After consideration of all aspects of the enterprise, the Office of Internation: 
Trade may sponsor the project before the Foreign Facilities Committee of the 
National Production Authority. This committee functions as advisory to th 
National Production Authority and may recommend the granting of priority 
assistance for the entire enterprise. Under this program the Office of Inter 
national Trade has obtained priority for such projects as the building of pharma- 
ceutical plants in Brazil and India; building and modernization of steel plants 
in Mexico, Chile, Brazil, and Japan; chemical plants in Venezuela ; mining enter 
prises in Venezuela and Chile; railway development in Spain. 

In recent weeks, recognizing the imminent return of the economy to a pattern 
of normal distribution without the use of government controls, a special program 
has been developed in cooperation with the Munitions Board and other interested 
agencies to provide priorities assistance, on a case-by-case basis, on materiils 
needed by other countries in furthering the joint defense effort. This program 
will make available a C-6 rating, comparable in value to ratings employed for 
the United States military program, which will be used sparingly to fill direct 
military needs of friendly countries. This is undoubtedly the export program 
which will remain in effect longest, through the period when priorities are used 
only for the military program, ; 


CLAIMANCY FOR CONTROLLED MATERIALS FOR EXPORT 


The Office of International Trade responsibility resulting from this order in 
volves the preparation, analysis, and presentation of requirements informatior 
for 61 countries. This work involves the gathering of requirements data from 
abroad and from domestic sources; analysis of the assembled data; preparation 
of justification for export requirements; and presentation of the screened 
quirements for the obtaining of the export allocation. When the export total 
allocation has been determined, there remains the task of dividing the export 
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share among the many countries for which the Office of International Trade 
has claimant responsibility, and further, of effecting an equitable distribution 
among the United States export community to applicants filing under the quotas. 

In performing its claimancy functions, the Office of International Trade Coop- 
erates particularly closely with the Mutual Security Agency and the State Depart- 
ment. These agencies have a special interest, as does the Office of International 
Trade, in the adequate fulfilling of the requirements of friendly foreign countries. 

Under the Controlled Materials Plan the Office of International Trade prepares 
and submits export requirements data to the Defense Production Administration 
for export allocations of steel, copper, and aluminum. In this program, the 
Office of International Trade operates under a delegation of authority from the 
National Production Authority and assigns to exporters the right to use W-2 
and W-4 allotment symbols through a legend stamped on the face of the export 
license, thus providing the exporter simultaneously with permission to purchase 
and permission to export. 

4. Under the various Office of International Trade claimancy, requirements, 
and priority programs, the needs of friendly foreign countries can be said to 
have been generally satisfactorily filled. There have been, and continue -to be, 
difficulties with some commodities and types of machinery, exports of which have 
not filled all requirements. However, essential foreign industries have been 
maintained and expanded; power facilities and transportation system factories 
and services abroad have received adequate maintenance, repair, and operating 
supplies; and there has been provision for a considerable degree of continued 
economic development. 

The period of short supply and of limited export quotas through which 
we have just been passing obviously necessitated appropriate adjustment of 
ensing techniques and procedures. New criteria and procedures were de 
veloped to assure that the essential needs of foreign countries were met through 
um use of quotas, while maintaining to the extent possible the normal 
tern of United States export trade with a minimum of restraint. Special 
attention was paid to the question of price on license applications. This prob- 
lem becomes acute during periods of scarcity, emphasizing the responsibility of 
the Office of International Trade to assure delivery of needed materials at reason- 
able price levels. Requirements for evicence of accepted order, and evidence of 
availability of the material covered by the license application were instituted in 
order to permit proper distribution of the quotas of some commodities. Time- 
table licensing, requiring the submission of applications for particular com- 
modities at a stated period each quarter, was also effective in making best use 
of export quotas. Where oversubscription against quotas was heaviest, the 
tried and tested device of “historical licensing’ was adopted. This resulted in 
each exporter’s receiving the approximate percentage of the current quota which 
he exported in a selected recent period of uncontrolled trade, in relation to total 
United States exports during that period. The aim under historical licensing 
is to maintain for each exporter approximately the same position in the trade 
which he was able to achieve under conditions of free enterprise so that he will 
not suffer—nor profit—competitively because of temporary quota controls which 
the supply situation has forced upon the export trade. 

The general improvement in the supply situation of materials and machinery 
in recent months has resulted in a declining need for the several supply assist- 
ance programs undertaken by the Office of International Trade. This declining 
need has been reflected in a diminishing number of applications for spot assist- 
ance and project priority assistance requests. It is evident that exporters 
are having in general less difficulty in securing deliveries from manufacturers. 
However, a few troublesome commodities and finished products continue to 
require special attention. 

As regards controlled materials—steel, aluminum, and copper—the problems 
also have recently become less acute as supply has improved. An exception must 
be made, however, to the situation as regards steel, which was worsened as a 
result of the work stoppage. Nevertheless it is generally believed that within 
the next year there will be a declining need for this program. 

6. In setting export quotas, allowance is made for newcomers to the field, and 
to permit some increase in their activities as they demonstrate their ability to 
fulfill export licenses. This allowance is of particular benefit to small businesses 
hewly entering the export trade. 

7. In view of the special interest shown by the Joint Committee on Defense 
Production in the export of strategic materials, the Office of International Trade 
reports that it has in the past year very substantially developed and refined its 
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security controls designed to assure that materia!s and equipment produced in 
the free world are not made available to buiid up the war potential of the 
Soviet bloc. Vigorous measures have been taken to ensure that scarce ma- 
terials and equipment licenses for exports are actually used for the purpose and 
in the country to which they have been licensed. Through continuous analysis 
of the devious channels of international trade, reexport, and transshipment— 
through increasing its destination control as to the final end use of materials 
exported from the United States—through the pervasive activities of its en 
forcement staff, the Office of International Trade has greatly increased the 
effectiveness of its strategic controls. 

8. At the present time the Office of International Trade employs 37 persons, 
all full time, who are paid with funds provided under the Defense Production 
Act. This compares with 50 persons so paid at the time of the previous report 
to the committee. 

Advisory panels and committees established under the Export Control Act of 
1949 provide the Office of International Trade with trade advice insofar as 
needed for the performance of the functions described above. The method by 
which the membership on these committees is selected, and names in which they 
operate conform with those approved by the Department of Justice. 

9. In view of the generally improving supply situation the major problems now 
confronting the Office of International Trade are those of maintaining adequate 
claimancy and supply assistance programs for those commodities and finished 
products for which supplies remain inadequate. The problem of assuring that 
export needs are properly considered as domestic restrictions are relaxed als 
remains to be solved. 

Crvin AERONAUTICS ADMINISTRATION 


1. There are four major civil aviation programs conducted by the Civil 
Aeronautics Administration under authority of the Defense Production Act. 
These programs relate to the allocation of materials required to support the 
manufacture, construction, and maintenance of (a) air carrier aircraft, (b) 
nonair carrier aircraft, (c) civil airports, and (d) Federal airways and support- 
ing units. 

2. The CAA programs are administered by the Office of Aviation Defense 
Requirements which functions under authority of CAA General Order 14. This 
order is based on Department Order 128, as amended and supplemented. Depart- 
ment Order 128 and its supplements stem from Executive Orders 10161, 10200, 
10219, Defense Production Administration Order 1 of May 24, 1951, NPA Delega- 
tion of Authority No. 14, as amended, and Revised CMP Regulation 6 (Construc- 
tion). In addition, the CAA is functioning under NPA Delegation 6 and NPA 
Policy Memoranda No. 1. 

3. A factual summary of the four CAA programs is as follows: 

(a) Air carrier aircraft—This program consists of two parts. The first part 
deals with the establishing of production schedules for the manufacture of civil 
air carrier aircraft and the second part deals with the maintenance, repair, and 
operating supplies for air carrier aircraft. 

With respect to the first part, the CAA, acting as the coordinating agency for 
the Air Coordinating Committee, prepares and submits requirements for new 
civil aircraft for both United States and foreign carriers to ACC. ACC, in turn, 
submits these requirements, based on aircraft units, to DPA for an approval of 
the production program to be used as a basis for controlled material allotments 
to implement the scheduled production. This involves the cooperative action 
with the various claimant agencies submitting requirements to ACC such as the 
CAB, Canadian Division of NPA, OIT, and MSA. In addition, the CAA provides 
estimates of materials needed for manufacture of carrier aircraft and partic 
pates with the Aircraft Division of NPA in the presentation of these require- 
ments to DPA. 

With respect to the second part which concerns the maintenance, repair, and 
operating supplies for aircraft operated by air carriers, the CAA in exercising 
its claimant agency responsibilities— 

(1) Presents requirements for allotments of controlled materials to DPA; 
(2) Obtains priority ratings which provide priority assistance to air 
carriers equivalent to that made available to military organizations. 

The CAA administers the granting of allotments and priority ratings to United 
States carriers and maintains control of allotments and priorities for foreign ai! 
carriers through coordination with OIT and MSA. 
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During the past year, an additional program to supplement the second part 
of this program was established to assist United States air carriers in cases of 
emergency to obtain spare parts, including engines and propellers, through the 
Air Force. This program, known as the emergency repair parts program, 
was brought about by agreement with the Under Secretary of the Air Force and 
he Administrator of Civil Aeronautics to meet the United States air carrier 
operators, needs either by diversion from an Air Force (Navy) procurement 
source, by outright sale by the Air Force (Navy), or by sale conditioned on 
return of repairable parts to the Air Force. 

(b) Nonair carrier aircraft.—The CAA collects aircraft requirements in terms 
of aircraft units for defense-supporting civil activities such as executive, agri- 
ultural, and industrial flying. These requirements are submitted to ACC and 
uve subsequently approved by DPA. As in the case of carriers, the CAA provides 
estimates of materials needed for manufacture of nonair carrier aircraft and 
participates with the Aircraft Division of NPA in the presentation of these 
requirements to DPA. 

Civil airports—The CAA collects requirements. from project owners, 
resents such requirements to DPA, and receives program determinations from 
DPA. Authorizations to commence construction together with allotments and 
priorities are issued to airport owners after appropriate screening in light of 
efense and civil needs. 

(d) Federal airways.—The Office of Aviation Defense Requirements adminis- 
ters the collection of requirements submitted by the various segments of CAA 
or the establishment and maintenance of Federal Airways System as well as the 
Air Navigation Development Board and Aeronautical Radio, Inc., and presents 
such requirements to DPA for issuance of program determinations. The budget- 

of allotments including accounting control and the issuance of priority 
ithority to the various segments of the CAA for the Federal Airways System 
arried out by the Office of Aviation Defense Requirements. 

In connection with all of the above programs, the Office of Aviation Defense 
Requirements acts as the liaison agency within the CAA for contact with other 
efense agencies such as NPA and the Defense Department when necessary to 
btain — cial materials and priorities for claimants. 

{ ie effectiveness applicable to each of the programs set forth in subpara- 
graphs (a), (0), (c), and (d) of paragraph 3 above is set forth below, program 
by program; 

Air carrier aircraft—With respect to the production program for new 

't, approval was granted for the production of 565 air carrier aircaft for 

period July 1, 1952, through June 30, 1954. Under previous approval about 
irrier aircraft were produced and delivered to United States and foreign 

r carriers from January 1951 to July 1952 

With respect to maintenance, repair, and operating supplies for air carrier 
iircraft, the designated officials in each of the air carriers were authorized to 
ipply defense order ratings and allotments to purchase orders for MRO supplies 

| controlled materials required. Ninety-two United States and twenty-five 
foreign air carriers participated in this program. An adequate allotment of 
controlled materials to meet the needs of these carriers was made and DO rat- 
ings to the extent of approximately $60,000,000 each quarter were applied by the 
ir carriers during the last fiscal year. In addition, the Office of Aviation De- 
ense Requirements, based upon applications received from air carriers, has 
obtained many hundreds of items of spare parts, including complete engines, 
through the Air Force for the civilian carriers under the emergency spare parts 

ram. 

Directives have been obtained from NPA for production machinery and spare 

parts where normal procedures failed to obtain delivery before grounding of 
aircraft. 
(6) Nonair carrier aircraft—As a result of the sponsorship of the CAA, a 
duction program was approved which reasonably insures the availability of 
materials for the manufacture of 5,081 aircraft in 1953 and 5,486 in 1954, thus 
ontributing to the stability of aircraft production output which is so important 
to the continuation of essential nonair carrier civil aviation. 

(c) Civil airports.—After careful screening of applications for authorization 
fo commence construction, the Office of Aviation Defense Requirements, during 
the fiscal year 1952, issued 780 civil airport construction authorizations. Of this 
humber, 561 authorizations were for new projects while 219 covered bora gees 
amounts for projects previously authorized or rescheduled. The CAA has 
handled the entire construction program for civil airports, thus veliavine the 
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NPA Construction Division of many technical problems pertaining to airport 
construction. 

(d) Federal airways.—Acting as the claimant for the Federal airways and 
supporting units programs for the CAA, the Office of Aviation Defense Require 
ments made available allotments for the establishment of new air navigation 
facilities and also for maintenance purposes in amounts necessary to carry on 
the air navigation facilities of the CAA. Included in this program there wer 
89 construction projects authorized after appropriate screening for defense and 
civil needs. 

In each of the programs outlined above, the CAA rendered spot assistanc 
through NPA or other defense agencies, as the case might require, where norma! 
allotment or priority procedures failed to accomplish needed procurement 

5. So long as controls are necessary to assure that the defense and defens 
related programs are met, the programs for which the CAA is responsible, as 
defined above, should be continued. The military services as well as the defense: 
production agencies agree that all four of these programs are most important t 
the preparedness program. For this reason, claimants involved in each of th 
programs should continue to be represented in an effort to assure proper allot 
ment and priority assistance. By use of personnel in other CAA offices, 
relatively small number of people has been able to handle these programs to th 
satisfaction of the industry and other parties represented by this activity. 

An example of representation and service may be found in the civil airports 
program, where potential assistance is available to the owners and users of aj 
proximately 5,000 airports throughout the United States. As stated previously 
approximately 800 authorizations, including allotments and priorities, were issued 
during the past year. 

In the case of carrier and nonair carrier aircraft, it is felt that appropriat 
representation of the civil interests must be afforded until such time as militar) 
aircraft production ceases to affect availability of aircraft and parts for defens: 
supporting aviation. 

6. Except for some of the large air carriers, aircraft manufacturers and ele 
tronic manufacturers, the claimant agency function performed by the CAA und 
the Defense Production Act affects a multitude of small business enterprises 
which have received equal treatment and have been provided with assistance 
and encouragement in the construction of airports, manufacture of electroni 
equipment, aircraft, and parts. Had it not been for the continued production of 
nonair carrier aircraft, many small distributors and fixed-base operators woul 
have been forced out of business for lack of product to sell as well as lack of 
spare parts to maintain existing equipment. 

It should be noted that municipalities and other local governments operati! 
airports, many of which are small, have been materially assisted by the CAA 
civil airport program. 

7. The present personnel complement of the Office of Aviation Defense Require- 
ments consists of 25 classified employees engaged in the claimant agency activ 
ties resulting from the defense production program. At the inception of the 
Controlled Materials Plan, it was contemplated that a total personnel comp 
ment of 67 would be required in the CAA to carry out its claimant agency ré 
sponsibilities delegated under the Defense Production Act. During the fisca 
year 1952, the staff of the Office of Aviation Defense Requirements reached a! 
approved staffing of 31 in the Office of Aviation Defense Requirements, with 10 
other full-time positions in Washington and throughout the field. At the present 
time, as stated above, the total complement for the Office of Aviation Defens 
Requirements is 25 with only 1 other full-time position in other CAA offices. This 
reduction in personnel engaged in this activity has been possible through t! 
improvement of procedures and organization and the dissemination of informa- 
tion throughout the CAA to participating offices. 

No advisory committees in this activity have been established within the CAA 

8. There are four major problems confronting the CAA as follows: 

(a) The continued production of military aircraft and related equipment, 
especially in the electronics field, continues to affect the flow of civil aircraft and 
components. This requires aggressive planning on the part of CAA to assure 
that the reserve of air carrier aircraft, agricultural and executive aireraft, to- 
gether with necessary parts and electronic equipment, will be continued as defense 
supporting functions. This is especialy true in the air carrier field where plans 
have been established whereby a substantial portion of the air carrier fleet is to 
be made available for military operations in case of full mobilization. 
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») A second problem which seems to be prevalent in the operation of each of 

the programs set forth in this report is the inability of claimants to obtain 
delivery of controlled materials during the quarter for which allotments have 
heen requested and made. This required continual spot assistance by the Office 
\viation Defense Requirements. 
(c) A particular problem has arisen in obtaining materials and equipment for 
the Federal Airways System with the allotment symbol which has been assigned 
by DPA and NPA for this purpose. The allotment and rating symbols, J—5 and 
1-4. do not accomplish delivery of materials in many cases due to the overriding 
of military symbols 

1) In light of potential shortages of aviation fuels, continued liaison will be 
necessary With other claimant agencies, such as the Petroleum Administration for 
Defense, to assure adequate planning for supplies to meet the industry’s expanding 
requirements. 


INDUSTRY EVALUATION BOARD 


1. The Board sereens industrial resources, identifying the critical facilities 
ipon which defense mobilization, war production, and the essential civilian 
economy depend. The Board reports its findings to appropriate government 
gencies for use in plans, programs, and actions for greater security of the 
production base, physical plant protection, and the conservation of funds, man- 
power, equipment, and other essential resources. The Board’s findings are 
applicable to such matters as physical plant protection ; reduction of vulnerability 
through (a) reduetion of geographical and productive concentrations, (0) stock- 
piling, (¢) production expansion for essential materials and other means; civil 
defense activities; continuity of industrial operation during attack; postattack 
recuperation and restoration of industry; countersubversive activities; and to 
matters of priorities and allocations, 

2. The authority for the Board’s activities consists of 

(a) Presidential directive (classified “secret’’) pursuant to recommenda- 
tions by the National Security Council under the National Seeurity Act of 
1947, as amended; Defense Production Act of 1950, and Executive Order 
No, 10161. 

(b) Department of Commerce Order No. 129, effective January 10, 1951, 
copy of which was attached to the report filed with the Joint Committee on 
Defense Production, October 8, 1951. 

8. (a) This is an interdepartmental Board consisting of representatives of 
the Departments of Commerce, Defense, and Interior; the Atomic Energy Com- 
mission; Federal Civil Defense Administration ; the National Security Resdéurces 
Board (observer) ; the Defense Production Administration (ad hoe) ; and ocea- 
sionally other agencies on an ad hoc basis. 

(b) Under the Presidential directive, any agency which can assist the Industry 
Evaluation Board by providing requisite economic or other industrial information 
is required to do so. The Industry Evaluation Board relies upon the National 
Production Authority, the Defense Production Administration, the Department of 
Defense, the Atomic Energy Commission, and other agencies for the factual 
data upon which the evaluation of key facilities is made. In the Industry 
Evaluation Board program much of the analytical work has to be done through 
contractual services or other cooperative arrangements with specialized agencies, 
Included in this procedure are interagency task committees, composed of experts 
on specific industries, which have been assisting the Industry Evaluation Board 
staff in its identification and evaluation of critical facilities in such industries 
as electric power, railroads, other means of transportation, communications, ete. 
For example, 10 Government agences furnished 43 technical experts for aspeets 
f the study in which they were specially qualified to assist the Industry Evalua- 
tion Board in its analysis of the electric power industry. 

(¢) Agencies which are responsible for industrial security guidance or super- 
vision rely upon the Industry Evaluation Board to inform them as to which indus- 
trial facilities are of such significance to defense as to require special security 
snidance or supervision. As an equally important function, the Board furnishes 
other Federal agencies with information on a need-to-know basis in connection 
with matters such as those described in paragraph 1 above. The Board has 
acted to provide this service in response to a number of requests made to it by 
other agencies. 

_4. The Board and its staff are working in close relationship with a number of 
Federal agencies. Many of the more important instances of effective utilization 
of IEB findings are in connection with programs of these agencies in the field of 
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industrial security. The findings of the Board are made available with carefy) 


regard to the security aspects, in the degree of detail most suited to the needs of 
each requesting agency. These agencies include: Executive Office of the Pres; 
dent—Bureau of the Budget: National Security Council, National Security Re 
sources Board, Office of Defense Mobilization ; Department of State; Department 
of Defense: United States Air Force, Air Targets Division; Federal Bureay of 
Investigation; Department of the Interior; National .Production Authority: 
Atomic Energy Commission; Defense Production Administration ; Facilities Pro- 
tection Board; Federal Power Commission; and Mutual Security Agency. 
Because all of the Board’s reports and findings, including its semimonthly 
progress report, must be classified “security information—secret” or higher 








its program and forecasted workload are stated in general terms. The Board 
has completed 8 industrial analysis projects which considered more than 20,000 
facilities of specified types in the electric power industry. The Board’s staff 
has in progress industrial analysis projects covering such nonmanufacturing 
services as railroads, petroleum and gas pipelines, communications, highways 
and inland waterways. In the manufacturing field, the Board has completed 
industrial analysis projects in such broad segments as the chemical, petroleum, 
pharmaceutical, metal mining and primary metals, machine tool, electrical and 
electronic, aircraft, and other industries. The results of these studies are being 
utilized extensively by Government agencies concerned with adequate supply 
of the products of these industries in any national emergency. 

5. The need for the program is indicated by the National Security Council 
recommendations pursuant to which the Board was established. The accom 
plishment of the Board’s mission, in identifying the vital facilities in the Nation’s 
industrial base for the purposes stated in paragraph 1, is of the highest impor- 
tance to the security of the United States. 

6. Some of the findings of the TEB, as they are reported to and are used by 
other agencies in their program decisions, can affect small business. 

7. Advisory committees are not used in connection with the Board’s progran 
Staff personnel as of September 1, 1952, include 26 classified, 1 w. o. c. and 2 
Ww. a. ¢. employees. 

8. The Board, with its limited staff and budget, depends upon other agencies 
for its basic data and for much of the detailed preparatory work. The progress 
of the work, in many instances, could be greatly expedited if funds were avail 
able to reimburse other agencies for services performed in response to IEB 
requests. 


Orrick OF UNDER SECRETARY FOR TRANSPORTATION 


1. The Under Secretary serves as principal adviser to the Secretary of Com 
merce on all policy matters concerning transportation within the Department 
In this capacity, he exercises general policy guidance over all departmental trons 
portation activities to assure program consistency. This does not embrace 1! 
latory or operational functions with the exception of the activities of the civil 
aviation mobilization staff. Primary emphasis is placed on mobilization plan 
ning and cooperation in this field with existing regulatory and operating agencies 
Such planning includes the mobilization of all forms of transportation, falling 
within the purview of the Department, to meet the present national emergency 

2. The Under Secretary for Transportation, in Department of Commerce Order 
No. 128 (amended) dated August 6, 1951, was delegated power and authority 
conferred on the Secretary of Commerce by Executive Orders 10161 and 10200 
(and Defense Production Delegation 1, as amended), and Executive Order 10219 
with respect to air transportation, and intercoastal, coastwise and oversea s! 
ping, including their use. In addition, the Under Secretary was delegated au 
thority to act as claimant under DPA Administration Order No. 1 of May 24, 1951 
with respect to transportation programs of the Maritime Administration, the 
Bureau of Public Roads, the Civil Aeronautics Administration and the © 
Aeronautics Board. The Under Secretary is further responsible under NPA 
Order M-4 (Construction) as amended, for processing applications and was 
delegated the functions set forth in NPA Delegation No. 14, as amended July 11 
1951. The Under Secretary also is assigned the function of authorizing cor 
struction schedules of prime contractors in accordance with CMP Regulation 6 
and the making of allotments and the assignment of ratings as described in par- 
agraph 5 of NPA Delegation No. 14, as amended Jul; 11, 1951. 

The Under Secretary was delegated the authority to perform the functions of 
the Defense Air Transportation Administration established by Department 
Order No. 137. 
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The Under Secretary, in accordance with the authority vested in him, has 
redelegated claimant responsibilities, processing of applications, authorization 
‘ nstruction schedules of prime contractors, the making of allotments and 
assignment of ratings, to the appropriate transportation agencies within the 
Department. 

2 and 4. General programs.—The Under Secretary for Transportation is chair- 

of the Defense Transportation and Storage Committee of the Office of 
Defense Mobilization. This committee, made up of practical transportation 
men, considers the many problems incident to mobilizing the transport industry 
and advises the Director of Defense Mobilization on problems relating to defense 
transportation and storage. 

(he Under Secretary for Transportation is a member of the Mobilization 
Executive Staff and as such acts as an adviser to the Director of Defense 
Mobilization. 

Representatives from the Office of the Under Secretary for Transportation 
serye as members on the Defense Production Administration Requirements 
Committee and the Defense Production Administration Program Adjustment 
Committee. These two committees are responsible for the allocation of strategic 
materials throughout the economy. It is the duty of the members from this Office 
to see that needs of transportation are carefully presented and receive proper 
consideration. This Office also provides membership on approximately 20 
National Production Authority division requirements committees, the most 
important from standpoint of transportation being Railroad Equipment Divi- 
sion, Motor Vehicle Division, Ordnance and Shipbuilding Division, and Aircraft 
Division. Coordinating the work of various claimant agencies has developed 
reasonable and justifiable programs in various fields of transportation, all of 
which are necessary to assure transportation adequate for an emergency. 

Proposed legislation pertaining to all phases of transportation is reviewed 
and analyzed by this Office, with particular emphasis on the effect of this 
legislation on the national transportation system in meeting requirements of 
the defense program. 

Other activities of this organization, briefly stated, are: Working with the 
Department of Defense in establishing an air-priority system to insure move- 
ment of the most essential traffic in event of war; cooperating with the airlines 
and the aviation industry in general in working out a current survey of man- 
power needs in event of an emergency; cooperating with other Government 
agencies, airline representatives, and insurance underwriters in formulating 
a stand-by war risk insurance program in accordance with Public Law 47; 
processing air-transportation applications for accelerated amortization with 
recommendations to the Defense Production Administration, and currently 
working on principles for handling loan applications from private individuals 
under the Defense Production Act of 1950. 


PROGRAMS OF DEFENSE AIR TRANSPORTATION ADMINISTRATION 


\llocation of aircraft for military and civil use 

In line with the functions assigned to it by Department of Commerce Order 
No. 137, the Defense Air Transportation Administration has allocated 297 
specific four-engined aircraft to be available for military strategic support on 
4s-hour notice. 

DATA has assisted in the prototype program which involves the physical 
modification of the four major types of four-engined aircraft. It will also assist 
in expediting the signature of contracts and the completion of the modification 
program. It will also help in working out contracts between the airlines and 
the Department of Defense for the use of the Civil Reserve Air Fleet in wartime, 
if necessary. 

\s changes occur in the requirements of the Department of Defense and in the 
inventory of aircraft operated by the civil air carriers, there will be changes in 
the composition of the CRAF. DATA has the continuing role of reviewing the 
need for such changes. 

Air priorities 

The Department of Commerce and the Department of Defense, with the ap- 
proval of ODM and the Bureau of the Budget, have agreed on a single wor’d-wide 
ur priorities system to be used in the event of war. An Air Priorities Board 
has been created for this purpose. The Administrator of DATA is the Depart- 
ment of Commerce member of the two-man Board. A representative of DATA is 
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on the Board’s Working Group which is presently drawing up a proposed directive 
and manual for the detailed operation of a wartime priorities system. 

Under this system, the policies for passenger and cargo priorities will be set 
by the Board, to be administered by a Director of Air Priorities within the 
Department of Defense. This Director will make uniform application of prior 
ities directives to all air transport, including civil and military, internationa) 
and domestic, except military aircraft specifically excluded by the Secretary of 
Defense. 

DATA is also working out specific measures with the Federal Civil Defense 
Administration to insure adequate handling of that agency’s requirements, and 
such arrangements will be submitted to the Air Priorities Board for inclusion 
in its jurisdiction. 

Defense loans and accelerated tax amortization 

These two programs have as their objective the expansion of air-transportation 
facilities to the extent required for war mobilization. In working out the expan 
sion goal, DATA has adopted the goals of the claimant agencies as recommended 
by the Air Coordinating Committee and approved by DPA. The current expan 
sion goal for aireraft is 600 planes for delivery between April 1, 1951, and 
December 31, 1954. 

These programs have the support of the Department of Defense. That Depart- 
ment stated that it favors the build-up, on an economically feasible basis, of a 
strong potential reserve of civil aircraft, readily available and adaptable to meet 
the over-all needs of national defense. It also regards an adequate reservoir 
of modern civil air transports, developed through private initiative, to be an 
essential element of national defense, and it considers the further strengthening 
of the civil air fleet along healthy economie lines through defense loans and 
accelerated amortization to be in accord with sound national policy. 

5. All programs of the Office of the Under Secretary for Transportation will 
have to be continued until completed. Claimancy functions will continue as long 
as materials are controlled. The program of DATA is less than a year old and 
is not yet complete. Other defense planning and interagency cooperation pro 
grams of this Office must continue as long as defense mobilization continues. 

6, All of the programs of this Office are concerned with the entire transportation 
industry This includes large and small certificated carriers, nonscheduled 
carriers, and corporate and private aireraft. In the planning and administratior 
of these programs, small business is included and given equal treatment as an 
integral part of the transportation industry. 

7. Personnel engaged in defense activities include 10 classified, 11 W. O. C. and 
3 W. A. E. employees. No industry advisory committees are connected with this 
Office 

8. No special defense problems now confront this Office. 


OFFICE OF INDUSTRY AND COMMERCE 


1. The only activity of the Office of Industry and Commerce carried out under 
the Defense Production Act during the period of this report is the national indus- 
trial-dispersion program, administered by the Area Development Division in 
addition to that Division’s normal activities. 

2. The initiation of this effort stems from the President’s directive of August 
10, 1951, to the heads of executive departments and agencies. Department 
Commerce Order No. 18 (amended), June 1, 1950, provides the authority for th 
program in the form of a general delegation to the Director of the Office 
Industry and Commerce to carry out area-development programs. 

3 and 4. The Area Development Division participated in several interagenc) 
meetings to develop criteria, standards, and procedures for the program. : 
cies involved were NSRB, ODM, DPA, Bureau of the Census, Munitions Board, 
Air Force, Industry Evaluation Board, and Civil Defense. Further conferences 
were held with NSRB for the preparation and publication of a Question and 
Answer Guide: National Industrial Dispersion Program. ‘This Division partici- 
pated in a meeting with the American Industrial Development Council to obtain 
suggestions and comments on this guide. The Division also took part in the 
Conference of Industrial Development Executives on the President’s Industrial 
Dispersion Policy, sponsored by NSRB, in September 1951. 

At the request of the NSRB and DPA, the Division prepared and published 
the booklet Industrial Dispersion Guidebook for Communities, which is the 
standard guidebook followed by the many local dispersion committees participat- 
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inginthe program, It informs communities and manufacturers how to make the 
dispersion survey and the procedures associated with it. 

Staff members visited Chicago, Milwaukee, San Francisco, New York, Boston, 
Detroit, and other cities to advise on the industrial-dispersion program. Repre- 
sentatives from other cities visited Washington to seek counsel from the Division. 

Under established procedures, the Area Development Division reviews the 
industrial dispersion reports of communities. These reports are first submitted 
to the Department of Commerce field office serving the area and are then trans- 
mitted to the Area Development Division fer review as to the proper applica- 
tion of the method described in the above-mentioned guide. The Division, fol- 
owing its review, prepares a letter informing the local committee of the results 

» review. After corroboration by the Defense Production Administration, 
Division sends this letter to the local committee, and makes the report 
ilable for reference by other Government agencies concerned and by private 

\lustry interested in new locations, 

The Division has facilitated the cooperation of the State planning and develop- 
ment agencies through close contact maintained by a series of bulletins, several 
meetings with the board of directors of the Association of State Planning and 
Development Agencies, and through the technical seminars for State planning 
and development agencies, held annually under the joint sponsorship of the 
Division and the Association of State Planning and Development Agencies. 

The Area Development Division maintains daily working contact with the 
National Seeurity Resources Board, Office of Defense Mobilization, and Defense 
Production Administration in connection with this program. 

As a result of this effort, 80 communities throughout the United States have 
to date established loeal industrial dispersion committees to make a survey so 
that the program can be properly applied in their areas. Five cities have com- 
pleted their surveys and have submitted them to the Area Development Di- 
vision for approval. All were approved with the corroboration of the Defense 
Production Administration. Studies of the remaining cities are in various stages 
of completion. Several additional cities are expected to form industrial dis- 
persion committees. 

5. Because the Area Development Division has been asked by NSRB and 
DPA to review, from the standpoint of proper application of the dispersal cri 
eria, industrial dispersion surveys submitted by communities, this Division 
has a continuing responsibility in the dispersion program. So long as plant 
dispersion is a criterion for obtaining certificates of necessity or defense loans, 
this responsibility will continue. The program has not yet reached its peak of 
activity. 

6. The industrial dispersion program is related to small business in that any 

rm, large or small, receiving a certificate of necessity must satisfy the dis 

rsion criterion, 

7. Two classified and three W. A. E. personnel are employed on this program. 
Industry advisory committees are not employed in this program, although many 
committees are used, as mentioned under 38 and 4, above. 

8. No special problems connected with the defense program confront the 
Office at this time. 


OFFICE OF TECHNICAL SERVICES 


1. The Office of Technical Services has been assigned, by the Secretary, a pro- 
gram of voluntary control of technical information which was originated by the 
National Security Council. 

2. The authority for this program is set forth in section 2, Public Law 216, 

Fighty-first Congress, sections 101, 307, National Security Act 1947, in letter of 
October 27, 1950, from the Interdepartmental Committee on Internal Security of 
the National Security Council to the Secretary of Commerce. 
3. This program is designed to establish a central place within the Federal 
Government where individuals and organizations, industrial and educational, 
may contact for advice as to the advisability of releasing unclassified information 
Which might affect the security of this country. Liaison working arrangements 
have been established with all departments of the Government to advise this 
office as to the security implications of information in their respective fields. 
This program has been publicized throughout the United States and many re- 
quests for assistance have beea received. The public has cooperated almost 100 
percent on this program. Criticism of this program, and in only a very few 
instances, has come from newspaper organizations. 
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4. It is felt that this program has been an effective method of assisting the 
public and it is believed that not too much emphasis can be placed on the carefy| 
release of unclassified technical information. 

5. The Office of Technical Services receives requests daily from individuals 
in industry for advice in the release of information. This program has been 
advertised throughout the country by distribution of 50,000 brochures and news 
releases. The Department of the Army and Air Force have put out special Army 
and Air Force Regulations (Air Force Regulation 205 and Army Regulation 
580-80) setting forth this program and the procedures the armed services should 
follow. At the present time (as set forth in par. 10) there are task forces working 
under National Security Council subcommittees to determine whether greater 
emphasis should be placed on this program. One of these task forces recom- 
mended that this program be the clearing house for the prepublication and review 
of all unclassified technical documents of the Government. It appears from 
the effort that has been placed on this program to date that there is definitely 
a current need for its continuation. 

6. This program relates to small business as well as individuals and large 
business. 

7. This program is carried out by two employees. Industry advisory com- 
mittees are not used in connection with the program. 

8. There are no major problems confronting this program at the present time. 

9. It has been proposed by the subcommittee of the National Security Council 
that an additional task be assigned to OTS to set up criteria for the release of 
unclassified technical information by all the Government agencies and act as 
advisers to the Government agencies on the advisability of publishing unclassi- 
fied technical information which might endanger the security of the country. 


V-LOAN GUARANTY PROGRAM 


1. This program consists of the guaranty of loans made to defense con- 
tractors. 

2. Section 301 of Defense Production Act, as amended, and sections 301 and 
302 of Executive Order 10161, as amended. 

3. This program includes the guaranty of loans to defense contractors made 
by private banks, in cases wherein this Department has the dollar preponderance 
of all defense contracts of the borrower: furnishing of certificates of eligibility 
to other agencies in cases wherein this Department has some contracts but the 
other agencies have the dollar preponderance of contracts, and also maintaining 
of continuous liaison with the Federal Reserve Board. During the past year 
this Department has guaranteed in part two loans, one for $100,000, and one for 
$150,000, and increased one guaranty commitment from $500,000 to $700,000. 
The latter has been paid upon its transfer to another agency. 

4. Three guaranty applications have been received, processed, and the loans 
have been made thereunder. Department orders have been issued, providing for 
effective mechanism for handling any V-loan guaranties. 

5. The program appears to be helpful in financing defense operations, and it 
is still needed for the national defense effort. 

6. All guaranties made in the program have involved loans to small businesses, 
which probably could not have afforded to bid on defense contracts otherwise 

7. In handling this program and in passing on the applications for guaranties, 
the Department has been mindful of the interest of the Joint Committee on 
Defense Production in Small Business, which parallels the long-standing interest 
of this Department in that field. As stated in paragraph 6 above, all our guar- 
anties have involved loans to small business. As a result of these guaranties 
these businesses have been enabled to bid on and to perform defense contracts 
involving articles of great importance to the national defense effort. 

8. The program is coordinated through the Office of the General Counsel and 
no additional personnel has been employed; all matters involving the program 
are handled by existing personnel as part of their duties. 

There are no advisory committees used in this program, but the NPA Office of 
Small Business is consulted, pursuant to the Department order setting up the 
procedure to be followed in guaranteeing such loans, on any loan applications or 
other aspects of the program. 

9. There are no major current problems in this program. The desirability of 
its continuance has been mentioned above. 
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Summary of personnel (by bureaus) engaged in defense production activities 


National Production Authority ; 4, 165 
Field service ; e ies 846 
Bureau of the Census____-- ‘ : 235 
Office of the Secretary 
Bureau of Public Roads: 
Washington, D. C.:? 
Full time 
Part time 
Field: 
Division offices___..-- shbclcdieahias 
District offices, 1 per State_ 
Maritime Administration 
Office of International Trade 
C Aeronautics Administration__._______ 
Industry Evaluation Board ’ “Se 
Office of Under Secretary for Transportation__ 
Office of Industry and Commerce___-._--_-__- 
‘Includes Office of Technical Services 
2 Approximately 65 percent 


APPENDIX 


Department Order No. 123 (Amended): Organization and Functions of the 
National Prdouction Authority. 

Department Order No. 128 (Amended) (Amendment 2): Under Secretary of 
Commerce for Transportation. 

Department Order No. 128 (Amended) (Supplement 4, Revised) : Redelegations 
of Authority under CMP Regulation No. 6. 

Department Order No. 128 (Amended) (Supplement No. 5): Administration of 
Transportation Orders. 

Department Order No. 137: Establishing the Defense Air Transportation Ad- 
ministration. 


DEPARTMENT OF THE INTERIOR 


DEPARTMENT OF THE INTERIOR, 
Washington 25, D, C., September 24, 1952. 
Hon. BurNeT R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
United States Senate. 


My Dear Senator Maysank: Enclosed are summaries of the operations of 
Interior’s defense administrations during the year October 1951 to October 1952, 
being submitted, as requested, for inclusion in the annual report of the Joint 
Committee on Defense Production to the Congress. 

These reports, prepared by the respective agencies, summarize the activities 
of the Defense Electric Power Administration, Defense Fisheries Administration, 
Defense Solid Fuels Administration, Defense Minerals Exploration Administra- 
tion, and Petroleum Administration for Defense. 

We very much appreciate your committee’s interest in the progress of the 
programs being conducted by Interior’s defense administrations and, particularly, 
the committee’s recent constructive study with respect to the electric power 
program, 

Sincerely yours, 
VERNON D. NortTHrop, 
Acting Secretary of the Interior. 


DEFENSE FISHERIES ADMINISTTATION 


1. Programs conducted 


: Discharge of the Defense Fisheries Administration’s responsibility for assur- 
ing an adequate supply of fish and fishery products for the Nation involves con- 
ducting the following functional programs, through the exercise of powers dele- 
gated to DFA under the Defense Production Act, and through cooperation with 
other defense agencies having primary responsibility with respect to prices, 
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wages, manpower, and administration of aids to the financing of industria] 
expansion : 
(a) The claimant agercy program, including the exercise of priority and 
allocation functions. 
(6) The production program. 
(c) The manpower program. 
(d) The loan and amortization program. 


2. Authority for programs 

Defense Production Act of 1950, as amended, 50 U. S. C. App. Supp. V, sec. 
2061 et seq.; Public Law 429, 82d Cong., 2d sess.) ; 

Executive Order No. 10161, dated September 9, 1950, as amended (15 F. R. 6105; 
16 F’. R. 61, 8789; 17 F. R. 1171) ; 

Delegation No. 1 of the Defense Production Administrator, as revised Novem- 
ber 3, 1951 (16 F. R. 11245), referring to the issuance of necessity certificates 
under subsection (e) of section 124A of the Internal Revenue Code, as amended: 

Defense Food Delegation No. 2 of the Secretary of Agriculture, as revised 
March 17, 1952 (17 F. R. 2369), delegating certain defense functions relating to 
fishery products to the Secretary of the Interior ; 

Order No. 1 of the Defense Production Administrator, dated May 24, 1951 (16 
FF. R. 4913), designating the Secretary of the Interior as claimant for the pro- 
duction and processing of fishery products; as amended October 26, 1951 (16 
F. R. 11088), and January 29, 1952 (17 F. R. 899) ; 

Delegation No. 14 of the National Production Authority, as revised March 6, 
1952 (17 F. R. 1971), delegating to the Department of the Interior authority 
to act on applications to Commence construction of facilities for the production 
and processing of fishery products ; 

Order No. 2605 of the Secretary of the Interior, as amended September 10, 
1952 (17 F. R. 8866), establishing the Defense Fisheries Administration and 
stating its functions, 


8. Factual summary of each program 

(a) Claimant agency program, including the exercise of priority and alloca- 
tion functions,—It is essential that adequate materials, supplies, and equipment 
be made available to the fishery industry, if it is to contribute its share of the 
food required in the defense effort. Investigations made during 1951 of the 
industry’s requirements of controlled materials and other supplies and equip- 
ment, augmented by continuing surveys, form the basis for presentation of re- 
quirements to the Defense Production Administration for the industry’s essential 
needs of controlled materials, supplies, and equipment. Data available in the 
Defense Fisheries Administration and the specialized knowledge of personnel 
within DFA are of much assistance to the Department of Agriculture in the 
discharging of its responsibilities relating to fishery commodities, particularly 
concerning tin container supplies ; to the many industry divisions of the National 
Production Authority in connection with the fishery industry’s requirements of 
fabricated items, equipment, chemicals, ete., for which these divisions act as 
claimants; and such other Government agencies as are concerned with the pro- 
duction or distribution of fishery commodities. Representatives of the Defense 
Fisheries Administration also review proposed National Production Authority 
material orders which would affect the fisheries. This provides an opportunity 
to effect modifications, where necessary, to include needed adjustments which 
would be apparent only to a specialist in the fisheries field. 

(b) Production program.—Since the level of prices and wages greatly in- 
fluences the volume of fish production, DFA, in discharging its responsibilities 
in connection with securing adequate fish production for the defense effort, is 
vitally interested in prices and wages. At its request, the Defense Fisheries 
Administration contributes to the Economic Stabilization Agency price and 
production data, as well as analyses and specialized advice, for that Agency's 
use in the determination of ceiling prices for fishery commodities and in the solv- 
ing of fishery wage problems. The Interagency Fisheries Committee has con- 
tributed materially to price ceiling and wage administration. Assistant to the 
Administrator Maurice Rattray of DFA serves on this committee, together with 
representatives of the Economic Stabilization Agency, the Office of Price Stabi- 
lization, and the Wage Stabilization Board. 

With augmented activity in recent months in the establishment of military 
restricted areas in marine locations, it has been necessary for DFA to conduct 
progressively increasing studies when these areas were in the planning stage 





REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 213 


, order to determine the effect the restrictions would have on the catch of fish 
and the processing of fishery products, and, consequently, whether action to 
such restrictions modified should be instituted by DFA 

e) Manpower program.—There must be sufficient manpower in the many 
specialized oceupations of the fishery industry to maintain at adequate levels 
essential produetion of food from the sea. In this connection, the Defense 
Fisheries Administration cooperates with the Selective Service System and 
the Department of Labor in the development of criteria for the possible defer- 
ment of prospective draftees and the release of specialized personnel from the 
armed services. As provided under selective-service regulations, the Defense 
Fisheries Administration alse receives from the employers of individual draft 
registrants requests for assistance in obtaining deferments, and, from members 
of the Armed Forces, requests for aid in obtaining their release from military 
service. The Defense Fisheries Administration further receives from reservists 
requests to assist in obtaining delays or cancellations of their recall into the 
armed services. Where investigations show such requests are valid and are 
just fied in the interest of sustaining fish production, the Defense Fisheries 
Administration undertakes to intercede with Selective Service or other appro- 
priate agencies on behalf of the prospective draftees or servicemen. 

(d) Loan and amortization program.—Specialists in the Defense Fisheries 
\dministration who are experienced in accounting phases of fish production, 
and who are well acquainted with current supply and market conditions, review 
applications of members of the fishery industry for loans and certificates of 
necessity for accelerated tax amortization, and determine whether their ap- 
proval would contribute to the defense effort and whether they meet the criteria 
respectively established by the Reconstruction Finance Corporation and the De- 
fense Production Administration. Following such reviews, appropriate recom- 
mendations for either approval or denial are made. The Defense Fisheries Ad- 
ministration also cooperates with the Small Defense Plants Administration in 
valuating applications for loans submitted to that Administration by small fish- 
ery enterprises, It also advises the Defense Transport Administration with re- 
spect to requests for loans for the establishment, or expansion, of public freezers 
and cold-storage warehouses which handle fishery commodities. 


ir 
Il 


} 
nil 


|. Degree of effectiveness or completion of programs 

(a) Claimant agency program, including the exercise of priority and allocation 
functions.—Estimated requirements of controlled materials submitted to the 
Defense Production Administration by the Defense Fisheries Administration, to 
facilitate DFA’s claimant responsibilities for the construction of fishery produe- 
ion and processing facilities, have been filled substantially as requested. These 
estimates have been smaller than originally had been anticipated since economic 
conditions existing in the fishery industry have not warranted any substantial 
expansion through construction. Factors such as obsolescence and disaster, 
however, constantly present certain demands for which construction materials 
and other supplies and equipment must be available if necessary production is to 
be maintained. The Defense Fisheries Administration, acting independently or 
in cooperation with other claimants when appropriate, has been able to fulfill 
ts responsibilities in enabling the industry to maintain production at sufficient 
levels to meet the Nation’s requirements for fishery products. 

Operators in the highly productive Bristol Bay, Alaska, red-salmon fishery 
found it essential from the standpoint of productivity and labor relations to 
convert their fishing fleets from sail to motor, a project involving approximately 
1,000 craft. Sinee these craft had to be transported from Alaska to Pacific coast 
shipyards after the close of the 1951 season, converted and reconditioned, and 
again returned to Alaska in time for the opening of the 1952 season, speedy 
action was required. With the assistance of the Ordnance and Shipbuilding 
Division of NPA, the project was completed on schedule. Also, timely action by 
the Defense Fisheries Administration in recommending exceptions to the re- 
strictions placed on the use of aviation gasoline by the Petroleum Administration 
for Defense during the recent strike of the oil refinery workers permitied the 
salinon fishing and cannery crews to be flown to Bristol Bay on schedule. Because 
of the essentiality of the canned-salmon industry, and despite the fact that air 
transportation in general was being materially reduced, PAD, acting on the 
advice of and in cooperation with DFA, permitted the air transportation firms to 
use extra-quota amounts of aviation gasoline to fly the crews from the Pacific 
Northwest to Bristol Bay. Largely because of these two actions by DFA, the 
fishing operations in Bristol Bay resulted in a satisfactory 1952 salmon pack. 
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In another highly valuable but little publicized fishery, urgently needed con 
struction materials were made available to producers of menhaden meal and oj| 
The production of menhaden meal and oil has been exceptionally heavy this year 
having been stimulated by the high demand for fish meal by the domestic {a 
animal and poultry feed industry, and favored by unusually good fishing condi 
tions. However, the generally world-wide depressed condition of the fats and 
oil market makes it impractical or impossible for many of the operators to dis 
pose of their oil at the existing low prices. Consequently, most of the operators 
have decided to store their oil in the belief that market conditions will im 
prove. As a result of the recommendations of the Defense Fisheries Adm 
tration, additional storage facilities have been constructed through the 
ant facilities of the Department of Agriculture. 

Considerable assistance has also been given the commercial fishery industry j1 
obtaining materials required to prevent production stoppages. For instance, th 
industry has been aided in obtaining sulfuric acid for use in the production of 
fish solubles; marine engines and parts to keep floating equipment in operation 
and refrigeration equipment for the preservation of fishery products. Th 
industry also has been aided in securing relief, where conditions warranted 
from can quotas provided in NPA Order M-—25. 

By these efforts the Defense Fisheries Administration has been very effectiv 
in fulfilling its claimant agency functions; and production stoppages within th 
fishery industry due to material shortages have been virtually nonexistent, thus 
assuring a continued adequate production of fishery commodities. 

(b) Production program.—Although during the year there was a loss of about 
5,000 fishermen to defense industries and to the military, and the runs of saln 
sardines, and herring were disappointing; the commercial fishery catch in the 
United States in 1951 was about 4,400,000,000 pounds, as compared with th: 
10-year average for 1941—50 of 4,500,000,000 pounds. The Department of Labor's 
wholesale price index for edible fish and shellfish was 105.0 in July 1951 and 102.5 
in July 1952 (1947-49=100). 

Price ceiling regulations issued by the Office of Price Stabil'zation, in the 
development of which the Defense Fisheries Administration has assisted, incluce 
among others, regulations concerning breaded fish, breaded shrimp, breade 
oysters; imported salt cod; domestic salt cod; canned salmon; canned oysters 
(not smoked) ; canned smoked oysters ; canned shrimp; canned crabmeat ; canned 
lobster ; canned turtle meat; canned smoked salmon; canned smoked eel; canned 
lobster a la Newburg; spiced herring; kippered herring; menhaden oil; herring 
oil; pilchard oil; fish meal and fish oil; fishery products sold at wholesale; an 
fishery products sold at retail. In most of these cases DFA officials made and 
submitted to OPS economic studies, including statistical data on production and 
prices, and forecasts of probable subsequent developments. 

Problems in the wage field, in the solution of which the Defense Fisheries 
Administration has participated, include determination of fish prices in Alaska 
(compensation of fishermen in the Territory is based on fish prices) ; compensa 
tion of salmon fishermen in the Columbia River area and menhaden fishermen 
in Virginia and the Carolinas; and compensation of fish filleters at ports in Mas 
sachusetts. Assistance was also given in obtaining, during the seamen’s strike 
on the Pacific coast and the strike of the longshoremen in Alaska and the State 
of Washington, the release of vessels for the shipment of supplies and equipment 
for the salmon-canning industry of Alaska. 

Studies by DFA of the probable effects on fishery production of proposed 
military restricted areas in marine locations have usually resulted in either a 
determination that the proposed restricted areas were of little importance t 
the commercial fisheries or, whenever it was determined that fish production 
might be adversely affected, submittal to the military of recommendations which 
would relieve the impact of the restrictions on the fisheries. 

As the defense agency responsible for the fishery production program, the 
Defense Fisheries Administration will continue to be called upon not only for 
basic data and advice in price and wage problems, but also for studies on the 
probable effects of military restricted areas on fish production. 

(c) Manpower program.—The Defense Fisheries Administration has continued 
to adhere to its policy of recommending deferment of draft registrants and dis 
charge of members of the armed services only in those cases where replacements 
were not available and where substantial fishery production would be endangered 
by the draft or continued military service of the fishery personnel involved. Asa 
result. DFA has in most cases been successful in receiving favorable: considera- 
tion of its recommendations by the appropriate military agencies. 
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Loan and amortization program.—Formal applications for loans and cer- 
es of necessity have usually been forestalled by explanation to possible 
cants of the criteria required to be met. All formal applications received 

have been recommended for denial by the Defense Fisheries Administra- 

fter investigations by this agency revealed that, in each case, the addi- 
fishing craft, shore equipment, or plants involved did not meet the criteria 
d were not essential to the defense effort. 
Members of the fishery industry will continue to look to the Defense Fisheries 
inistration for advice on loans and certificates of necessity, and formal 
ations will continue to require DFA’s review and final recommendation for 
al or denial. 


rent need for the programs 
1e importance of food, of which fish is a significant part, is recognized. So 
as materials, manpower, prices, wages, financing, and other economic factors 
ting the fisheries are under emergency controls, there will be a continuing 
| for the type of programs currently being carried out by the Defense Fisheries 
dministration in order to maintain the production of fish. This need is com- 
parable to those needs reflected in the defense programs for agriculture and other 


industries. 
6. The programs as they relate to small business 
Since the commercial fisheries of the United States consist essentially of many 
businesses located along our coasts, the Defense Fisheries Administration's 
grams are primarily concerned with maintaining the operation of small 


isinesses, 


Personnel and advisory committees 
\s of August 31, 1952, there were 10 classified employees and 1 w. a. e. fishery 
stry expert on the payroll of the Defense Fisheries Administration. This 
represents a decrease of nearly one-third from the 16 employees (all classified) 
on DFA rolls on September 30, 1951. 

Albert M. Day has been Administrator of D&A since its inception. M. C. 
James was Deputy Administrator from the beginning of the program until his 
retirement on March 31, 1952, and Maurice Rattray was Deputy Administrator 
from the beginning of the program until November 26, 1951, when he changed 
his status to that of w. a.e. A. W. Anderson, the present Deputy Administrator, 
vas appointed to that position on June 2, 1952. 

In order that it may have adequate advice in the carrying out of its responsi- 
bilities, the Defense Fisheries Administration has continued the five industry 
advisory committees which were set up in the spring of 1951, namely, the Canned 
Salmon Industry Advisory Committee, the California Canned Fish Industry Ad- 
visory Committee, the East Coast and Gulf Canned Fish Industry Advisory Com- 
mittee, the Fresh and Frozen Fish Industry Advisory Committee, and the 
Industry Advisory Committee for the By-Products Industry. The membership 
or these committees was selected jointly by, and serve the Defense Fisheries 
Administration, the Office of Price Stabilization, and the Production and 
Marketing Administration of the Department of Agriculture. 


8. Major problems confronting the agency 


The problems in connection with maintaining the production of fishery com- 
modities at presently required levels are primarily concerned with assuring the 
industry materials, supplies, equipment, manpower, and equitable prices to 
achieve full production; and, where investigations reveal that production would 
be seriously curtailed by proposed military restrictions, recommending to the 
military either modification of such restrictions or the establishment of alternate 
sites for these restricted areas. 


DEFENSE SoLip Furts ADMINISTRATION 


During the year covered by this report, the Defense Solid Fuels Administra- 
tion has carried on 1 number of vital programs to aid the solid fuels industries 


to achieve the output of coal, coke, and coal chemicals required to meet the 


needs of the defense mobilization program. ‘The output of metallurgical coal 
and coke was increased to meet the growing demands created by the steel ex- 
pansion program, and the augmented coal requirements of rapidly expanding 
industries, such as the electrical utility industry, as well as near-record export 
demands, were met on schedule. Progress was made toward meeting the ex- 
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pansion goals for coke and metallurgical coal, although a substantial portion of 
the new construction required. to-meet ‘the coke-expansion goal remains to be 
completed. 

AUTHORITY FOR DSFA PROGRAMS 


The Defense Solid Fuels Administration was established by the Secretary 
of the Interior by order 2605 (15 F. R. 8718), to perform functions delegated to 
him with respect to solid fuels by Executive Order 10161 (September 9, 1950), 
as amended (15 F. R. 6105, 16 F. R. 61 and 8789, 17 F. R. 1171), issued pursuant 
to the Defense Production Act of 1950, as amended (50 U. 8. C. App. Supp. V, see. 
2061 et seq.; Public Law 429, 82d Cong., 2d sess.). Following the issuance of 
Executive Order 10200 (16 F. R. 61) and DPA delegation 1, as amended (16 F.R 
738, 4594, 11245) the powers delegated to the Administrator have been confirmed 
and continued by the Secretary in successive amendments to order 2605, the 
latest being that of September 10, 1952 (17 F. R. 8366). 


DSFA PROGRAMS 


The DSFA is responsible for the development and execution of programs under 
the Defense Production Act of 1950, as amended, for the expanded preduction, 
distribution, and use of anthracite, bituminous, subbituminous and lignitic coals, 
coke, and coal chemicals to meet the requirements of the defense mobilization 
program, 

These functions include receipt from appropriate agencies of the Government 
of information relating to the direct and indirect military, other governmental, 
civilian, and foreign requirements for solid fuels and productive facilities; re- 
view and evaluation of such requirements in the light of the availability of solid 
fuels and productive facilities ; continuing technological and economic appraisals 
of manpower, equipment, materials, and transportation requirements and pro- 
ductive facilities of the solid-fuels industries and the distribution of solid fuels: 
assignment of priorities in the delivery and shipment of solid fuels, allocation 
of productive facilities and issuance of orders for substitutions and pooling of 
shipments of solid fuels in such manner as will promote adequate distribution 
of solid fuels; representation, as the Government claimant agency, of the solid 
fuels industries in obtaining materials and equipment for maintenance, repair, 
and operating purposes (distributed to operators pursuant to NPA Order M-87 
issued October 24, 1951), and pursuant to NPA delegation 14, as amended (16 
F. R. 5401, 17 F. R. 1971) issuance of authorization to commence the construction 
of expanded or new facilities for the production, preparation, and processing of 
solid fuels; recommendations to the Defense Production Administration, pursu- 
ant to DPA Regulation 1, as amended (15 F. R. 7265, 17 F. R. 1467), regarding 
applications by solid-fuels producers for tax-amortization certificates, pursuant to 
section 124A of the Internal Revenue Code (Public Law 814, 81st Cong., 64 Stat. 
939), and, pursuant to DPA delegation 1, as amended November 3, 1951 (16 F. R. 
11245), regarding applications for Government loans, pursuant to title III of 
the Defense Production Act of 1950, as amended, for the expansion of the produc- 
tive capacity of the solid fuels industries in the interest of the defense mobili- 
zation program; recommendation to the National Production Authority with 
respect to the manufacture and distribution of mining machinery and equipment 
for the solid-fuels industries; consultation with industry advisory committees 
with respect to the availability of solid fuels and the adequacy of productive 
facilities ; recommendations to the Defense Production Administration as to the 
necessity for Government purchases or commitments to purchase, within such 
amounts of funds as may be available, solid fuels for Government use or resale; 
liaison and consultation with Government agencies whose functions affect the 
production, distribution, and use of solid fuels, and other functions necessary to 
insure adequate supplies of solid fuels and production facilities for the national 
defense and essential civilian requirements, 

By Petroleum Administration for Defense delegation 2 (16 F. R. 4475) the 
DSFA also performs the above-described functions with respect to the distribu- 
tion of petroleum coke. By DSFA delegation 1 (16 F. R. 4590) the Secretary 
of Commerce performs the above-described functions with respect to the distri- 
bution of coal chemicals produced as byproducts of coke made from coal. 

Order No. 2682, dated March 31, 1952, directs the Administrator of DSF A to 
exercise the function of certifying access roads to the Secretary of Commerce 
in connection with the production of metallurgical coal, as provided by the Presi- 
dent’s memorandum dated March 3, 1952. 
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COAL MINE MAINTENANCE AND CONSTRUCTION 


The tremendous task of mining and distributing adequate supplies of coal to 
the accelerating needs both at home and abroad demands that our coal 
dustry be steadily supplied with its increased requirements for equipment 
nd materials to carry out its job. During the past year, the DSFA in coopera- 
jon with other Government agencies has successfully met these requirements 
the solid fuels industry. 
om October 1, 1951, through August 31, 1952, the Defense Solid Fuels Admin- 
on has authorized and distributed controlled materials for 109 coal mine 
truction projects costing about $86,908,926. The division of the projects 
the various States follows: Alabama, 7 projects, $2,660,000; Colorado, 
project, $675,000 ; Illinois, 6 projects, $5,886,149 ; Indiana, 5 projects, $1,945,000; 
Kentue ky, 11 projects, $5,301,887; Missouri, 1 project, $290,000; Ohio, 5 projects, 
1,049,246; Pennsylvania, 41 projects, $53,638,227 ; Tennessee, 1 project, $29,000; 
Utah, 1 project, $62,000; Virginia, 1 project, $35,000; West Virginia, 27 projects, 
614.349.2138; Territory of Alaska, 2 projects, $788,204. 

These projects were authorized by DSFA under the terms of NPA delegation 
14 which provides that applications for authority to commence or continue con- 

ition of facilities for production, preparation, or processing of solid fuels 

-for the allotment of controlled materials should be made to DSFA. The coal 

ne construction projects authorized are primarily for the expansion of metal- 
irgical coal production to meet defense needs. The projects include a variety 

f construction work ranging from relatively minor expansion and improvement 
f existing facilities to large-scale projects for the development of new mines. 

Projects to assure an expanded production of metallurgical grade coal are 
keeping pace with the expanded needs of the steel industry. Metallurgical coal 
supplies will need close watching and handling, however, to prevent regional 
shortages. Although the output of metallurgical coal is generally adequate on a 
national basis, coking coal productive capacity must be maintained and expanded 
nthe areas where such coal is most needed. The fact that a certain type of coal 
an be mined in one area does not prevent a shortage of this type of coal in 

ther area unless it is physically possible and economically feasible to transport 
t there 

As an aid in allotting controlled materials and in analyzing requests for con- 
struction project authorization, coal mines, coke plants, and coal and coke process- 
ng and preparation plants have been serialized, criteria for determining the 
essentiality of construction projects have been established, and the necessary 
ecords have been maintained to keep a close check on the dollar value of ratings 
ssued. Quarterly forecasts are made of the requirements for steel, copper, 

iminum, and other critical materials for some 9,000 coal mines, 15,000 slot-type 
oke ovens, 13,000 beehive coke ovens, and a large number of other coal- and 

ke-processing plants. 

The needs of coal producers for materials for maintenance, repair, and operat- 
ng supplies as well as new construction are being met efficiently. On October 
4, 1951, a new system of priority assistance to solid fuels producers in obtaining 
MRO supplies was inaugurated as the result of the cooperative efforts of the 
DSPFA and the NPA. In essence, this system permits the producers to set up 
their own quarterly quotas, based on their rate of expenditure in the established 
ise period. This system makes it possible for the producer to obtain the sup- 

es that he needs in a relatively simple manner and without being required 

) engage in time-consuming negotiations with any Government agency. 

The system has operated successfully in the past year. Most producers have 
een able to obtain the supplies they need for MRO purposes without difficulty. 

some cases, the DSFA has made special adjustments in the standard quotas 

) take care of special problems, and it is believed that coal producers are not 
experiencing any hardships in meeting their MRO needs. 

To a large degree, this situation is the result of the approval of the last 9 
months of 1950 as the base period for calculating the MRO quarterly quota. 
vurchases of MRO supplies by coal producers declined during the first 3 months 

1950 because of interruptions and the use of the full calendar year as the 
ase period would, therefore, have caused unnecessary hardships and com- 
plications, 

DSFA also has important responsibilities in providing priority assistance to 
producers for major capital additions. During the period from October 1, 1951, 
through August 31, 1952, ratings initiated by the DSFA to coal producers for 

hing machinery, electrical equipment, general industrial equipment, and metal- 
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working machinery totaled $5,000,000. During the same period, DSFA also 
ommended the issuance of ratings for shovels, draglines, tractors, off-t hig 
way trucks, and rock drills for coal-stripping operations totaling about $15 
000,000. The over-all total of priority ratings for major capital additions fo 
coal mine construction acted on by DSFA during the period was about $20,000 


’ iM 
In obtaining materials for minor capital additions, that is, those costing |ess 
than $2,000, coal producers may use the same self-rating system as is employed 


for MRO purposes. For capital additions costing more than $2,000, howeve) 
they must apply to DSFA by letter listing pertinent information regarding pur 
chase orders and delivery dates. 


COAL DISTRIBUTION 


During the period covered by this report there were no serious shortages of 
coal-transportation equipment, and the needs of consumers were met prompt) 
On July 31, 1952, however, the DSFA Administrator urged coal consumers 4 
complete their purchases as early as possible to help alleviate potential spot 
coal shortages arising from transportation bottlenecks. Because of the halt of 
most iron-ore shipments on the Great Lakes during the steel dispute, it is expected 
that the shipments of iron ore by rail will be unusually heavy during the fa 
and winter months. This large demand may require the diversion to the iro 
ore traffic of open-top cars normally used for coal shipments, and during the 
peak winter months shortages of hoppers for coal transportation may occu 
It is believed in the public interest, therefore, that Government agencies, indus 
trial consumers, and home owners buy their Maximum supply of fuel for the 
winter heating season promptly. 

The shortage of coal cars at the mines created by a diversion of large number 
of cars to the iron-ore traffic would create coal-distribution problems which 
might affect many areas of the country. In addition, the shortage of transpor- 
tation equipment might be felt with particular acuteness in the upper Great 
Lakes areas where the cars are needed to move the coal from the docks to con 
sumers in the northern Midwest. 


STATUS OF BITUMINOUS-COAL SUPPLY ON AUGUST 1, 1952 


Bituminous-coal stocks in the hands of industrial consumers and retail dealers 
on August 1, 1952, totaled 79,314,000 tons, about 85 days’ supply. The status o! 
the bituminous-coal stocks of the major coal users on this date, together wit 
the corresponding figures for July 1, 1952, is tabulated below. 


j 
| Stocks (net tons) Days’ supply 
|] $i 
Aug, 1 July 1 Aug, 1 J 
—— - — — | - _ - - - —— = 
Electric-power utilities | 35, 895,000 | 35,802, 000 | 146 
Coke ovens | 16,091,000 | 16, 446, 000 64 5 
Steel and rolling mills | 1,195,000 | 1, 269, 000 | 66 
Cement mills | 1,456,000 | 1, 412,000 | 75 
Railroads (class I) | 3,560,000 | 3, 996, 000 | 47 7 
Other industrials | 19, 456, 000 | 20, 183, 000 | a 4 
| ins alii Sei otis ahd sb ahi eiacneenes 
Tota] industrials ..| 77, 653, 000 | 79, 108, 000 O4 2 
Retail dealer stocks 1, 661, 000 1, 636, 000 lf 
Grand total 79, 314, 000 | 80, 744, 000 85 M4 


PARTICIPATION OF SMALL BUSINESS IN DSFA PROGRAMS 


As one of its special responsibilities under the Defense Production Act, tli 
DSFA is making every effort to assure the effective participation of small busi 
ness in the defense mobilization of the solid-fuel industries. The coal indutry, 
of course, is primarily one of small businesses. The bulk of the United States 
coal output comes from about 9,000 mines operated by over 5,000 companies, th 
largest of which produced less than 5 percent of the national total. The divers 
fication of the coal industry is even more marked on the distribution end, wil 
individual coal dealers numbered in the tens of thousands. 

The DSFA is, therefore, keenly aware of the importance of extending maximu!l 
assistance to small business in facilitating coal production and distribution. | 
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ommendations for allocations of materials and for necessary financial 
nce, the DSFA has given every encouragement to the small-business man, 


COKE-EXPANSION PROGRAM 


On December 5, 1951, the Defense Production Administration set the expan 
sion goal for byproduct coke capacity at 84,000,000 net tons by the end of 1953, 
This capacity, together with the production provided by beehive ovens, is be- 
eved sufficient to supply the coke needed for the making of pig iron, ferro-alloys, 
castings, and other uses. To achieve this goal, however, it will be necessary to 
nerease coke capacity by about 10,000,000 net tons over the 1951 level. 

During the period covered by this report considerable progress has been made 
in the coke-oven-construction program directed by the Defense Solid Fuels Ad- 
iinistration. DSFA has aided coke producers in obtaining controlled materials 

arry on what has become the largest construction effort in the history of the 
istry. The controlled materials allotted to this program by DPA for this 
include 100,763 tons of carbon steel, 118 tons of alloy steel, 1,808,415 

is of stainless steel, 1,484,455 pounds of copper products, and 147,000 pounds 

‘aluminum, Construction permits with ratings have been given to 70 coke- 
oven-construction projects costing about $181,359,829. Special priority assistance 
for component parts costing $1,152,799 has been initiated in 72 instances. 

Although the capacity of the coke industry actually declined in 1949 and 1950, 
the trend was reversed in 1951. On January 1, 1951, there were 14,982 slot-type 
wens in operation with a capacity of about 72,488,000 tons. During the year. 
696 ovens came into operation and 359 were dismantled, a net gain of 337 ovens, 
and increase in capacity of 1,740,400 tons. On January 1, 1952, there were 
15,319 ovens in place with a total capacity of 74,228,400 tons. 

It was expected that during 1952 byproduct coke-oven capacity would be 
increased by about 2,600,000 tons, reaching a level of about 76,828,400 tons by 
January 1, 1953. However, coke-oven-construction work was virtually halted 
during the steel dispute and the shortage of steel during the current period 
has slowed work on some projects. It is estimated, therefore, that, as a result 
of slippages incident to the steel dispute, projects expected to contribute about 
1,258,000 tons of additional coke capacity will be delayed and will not enter 
operation this year as expected. The gain in capacity this year is now estimated 
at about 1,342,000 tons, bringing the total capacity of slot-type ovens to 75,570,000 
tons. At the end of this year we shall still be 8,480,000 tons short of the expansion 
goal of 84,000,000 tons. 

During 1953 a net gain in capacity of about 3,677,000 tons, a considerable 
advance above the 1951 and 1952 gains, is expected. Our total capacity, however, 
will be 79,247,000 tons, or 4,753,000 tons short of the expansion goal on the 
target date of January 1, 1954. 

It should be recognized that this short-fall results primarily from the special 

ems confronting the coke industry in reconstructing worn-out ovens rather 

from any failure to embark on an energetic construction program. During 
the 1951 through 1953 period new coke ovens will have been built with a total 
capacity of 17,518,000 tons—a construction achievement of substantial propor- 
At the same time, however, dismantling of over-age ovens will result 


in the loss of 10,759,000 tons of capacity, so that the net gain will be 6,759,000 


tons, 


It should also be noted that by April 1, 1954, an additional 1,423,000 tons of 
capacity is expected to be placed in production, which would have been in 
operation on the target date except for the unavoidable delays which have been 


cited 


Whil 


the coke-oven-construction program will not reach its expansion goal 
on schedule, it does not necessarily follow that we shall be faced with shortages 
' coke for essential uses. The coke-expansion program is designed to support 
the new requirements created by the blast-furnace-expansion program, and a 
shortage of coke will develop only if blast-furnace capacity expands more rapidly 
than our coke capacity. So far, the coke-oven-construction program has not 


only 


kept pace with the blast-furnace-construction program but at last report 
Was well ahead. It is possible, of course, that during 1953, when a relatively 
arge number of blast furnaces will come into operation, the present balance 
iy be upset and coke supplies may hecome tight. Curtailment of less essential 
ses and distribution of available high-grade coke by DSFA directive action 


¥Y become necessary until coke production can be brought into balance with 
requirements, 





99() REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 


-_ 


One hundred and twenty-four construction permits have been granted to the 


coke-oven industry to date; 24 major coke-oven projects have been completed 
and 33 are under construction. Of these, 23 are reconstruction and 34 are new 
projects. The supply of silica brick, which has been a limiting factor on the 
number of ovens which can be built each year, is expected to increase in 1953 
so that it is possible that starts will be made on additional projects in the next 
6 months and the rate of progress toward the expansion goal will be accelerated 


COAL CHEMICAL PRODUCTION 


The coke-expansion program has an added importance because of the need for 
the coal chemicals produced by the industry. Not only is our production of 
synthetic rubber, explosives, plastics, and a host of similar commodities depend. 
ent upon coal chemicals, but the fertility of many of our Nation’s farms is tieq 
directly to fertilizers produced from coal chemicals. 

While the DSFA is recommending the use of special procedures to increase the 
recovery of light oils at coke plants, it will not be possible for the coke industry 
to meet the greatly expanded requirements for benzene in the next few years 
Benzene production at coke plants is expected to reach 186,000,000 gallons as 
compared to present requirements of about 252,000,000 gallons, and added supplies 
from imports and petroleum refining will be required to make up the deficit 


PETROLEUM-COKE OUTPUT 


A close check is being kept by the DSFA on petroleum-coke supply-and-demand 
factors. Construction permits were given during the period for two new calcining 
plants, totaling $1,846,080. A survey during the year of all producers and users 
of both green and calcined petroleum coke indicates that there is ample produ 
tion of both types to take care of all requirements, including the programed 
expansion of the aluminum industry. 


INDUSTRY FINANCE 


Applications for rapid tax amortization of coal and coke facilities are referred 
to the DSFA for analysis and recommendation. The DSFA recommendations 
are submitted to the Defense Production Administration, which has the final 
authority to certify or deny the applications and, if they are certified, to set the 
amortization percentage. 

Policies on tax amortization for solid-fuels facilities developed by the Defense 
Solid Fuels Administration have limited approvals of necessity certificates for 
such facilities almost exclusively to coke plants and metallurgical coal mines 

Applications for accelerated tax amortization of new coke ovens have bee 
generally certified at the rate of 75 to 85 percent in the case of integrated ste¢ 
companies and at the rate of 85 percent in the case of merchant plants. Unde 
a policy adopted in April 1952, the percentage recommended for reconstructio! 
of over-age coke ovens has averaged about 45 percent for both integrated and 
merchant plants. Certifications for metallurgical coal mines have been at the 
rate of about 60 percent. 

Through August 31, 1952, certificates of necessity for rapid tax amortization 
of essential coal and coke facilities were recommended by DSFA for 105 projects 
costing about $452,000,000. The 39 coal projects recommended, costing about 
$66,000,000, will provide, when completed, a metallurgical coal capacity of aboul 
12,500,000 tons. The 66 approved coke projects, costing about $3586,000,000, 
will have an annual capacity of about 10,000,000 tons, including both new 
capacity and reconstruction. Applications totaling $167,000,000 were denied 
As of September 1, 1952, 25 applications for rapid tax amortization, totaling 
$129,000,000, were being processed. 

Of the 24 applications received for loans totaling about $25,000,000, 3 were 
withdrawn, 13 were denied, and 3 were approved. The approved loans provide 
$2,200,000 for beehive ovens in Pennsylvania, $426,000 for a 100,000-ton-capacity 
underground coal-mine operation in the Matanuska field of Alaska, and $415,500 
for a 90,000-ton-capacity coal mine in the Healy River field of Alaska. 

A detailed tabulation of the status of necessity certificates and loans 
solid fuels facilities as of August 30, 1952, is provided in the accompanying 
table. 
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DSFA STAFF 


On September 1, 1952, there were 63 employees on the rolls of the Defense 

fuels Administration, of which 51 were occupying classified positions 

, a full-time salaried basis, 3 were serving full time without compensation, 

and 9 were consultants serving without compensation or paid only when actually 

mployed. Technical and economic services are furnished the Administration 
mbursable basis by the Bureau of Mines. 


INDUSTRY ADVISORY COMMITTEES 


The Defense Advisory Committee on Coke and Its By-Products was estab- 
shed by the DSFA in February 1951. It is composed of persons representing 
the various types of coke operations: Beehive coke plants, merchant coke 
plants, public utility coke plants, and coke plants which are part of integrated 
steel plants. The membership was chosen to provide representation for large, 
medium, and small producers in these several segments, as follows: large 
beehive coke plants, 1; small beehive coke plants, 2; large-merchant coke plants, 

medium-size-merchant coke plants, 2; small-merchant coke plants, 2; large 
public utility coke plant, 1; small public utility coke plant, 1; large steel plants, 

and small steel plants, 4. This committee is not utilized by any other agency. 

The DSFA has not established a bituminous coal industry advisory com- 
ittee, but availed itself of reports to the Department of the Interior by the 
National Bituminous Coal Advisory Council during the existence of this council. 
The NBCAC was terminated by order of the Secretary of the Interior effective 


September 12, 1952 
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DEFENSE MINERALS EXPLORATION ADMINISTRATION 
1, PROGRAMS CONDUCTED 


The Defense Minerals Exploration Administration was established |} 
Secretary of the Interior on November 20, 1951, pursuant to a delegation fro) 
the Defense Materials Procurement Agency, in order to continue the fim 
of encouraging (a) the exploration for critical and strategic minerals and meta}s 
in the United States, its Territories and possessions, and (b) such development 
in connection therewith as may be necessary to determine the character anq 
extent of the ores involved, which had been formerly exercised by the Defengo 
Minerals Administration. 

Under the program the DMFEA participates in the cost of exploration projects 
for 34 strategic and critical minerals and metals with private parties under th 
provisions of exploration project contracts and published regulations (Minera 
Order 5, April 6, 1951, of the former Defense Minerals Administration, and 
DMBA Order 1, March 7, 1952, which supersedes MO-5). 

Under the program the Government contributes 50, 75, or 90 percent of the 
costs of the project, depending upon the mineral or metal which is being sought 
Included in these costs may be those for labor, supervision, and consultants 
workmen’s compensation and employer’s liability insurance and payroll and sales 
taxes; operating materials and supplies; operating equipment to be rented o1 
purchased, rehabilitation or repairs of existing building, fixtures and equipment 
construction of buildings, fixed improvements, or installations to be purchased, 
and other costs, all of which are necessary for the purposes of exploration work 
The cost of building access roads necessary for the purposes of exploration wor! 
under the provisions of the regulations is also an admissible cost of a project 


Access roads 

The President’s memorandum of March 8, 1952, to DMPA and the Secretary 
of the Interior designates the Secretary of the Interior and, at his directior 
the Administrator of DMBA, as officials to certify access roads to the Secretary 
of Commerce in connection with the exploration of critical and strategic minerals 
and metals and related development. Any access road that may be justified 
at the time of filing the application primarily for exploration or related dé 
velopment shall be considered to fall under the jurisdiction of DMEA. Th 
program is administered in cooperation with DMPA. 

DMFEA has no separate staff for the access-road program but uses the staff of 
DMPA. The Bureau of Mines and Geological Survey do the field work for 
DMPA in this connection. Usually an access road for exploration is included as 
part of the exploration project and, therefore, is not certified to the Secretary 
of Commerce. The type of road needed for exploration in most cases costs only 
a small amount and its construction is expedited by including it as part of the 
exploration project. 


ha 


Duration of projects 

Under the original order MO—5 no exploration project which would take more 
than 2 years to accomplish was approved. This provision was relaxed when 
DMBEA Order No. 1 was issued and now the time limit may be extended if justified 
in the opinion of the Administrator, by special circumstances. 


2. AUTHORITY FOR PROGRAM 


1, The Defense Production Act of 1950, as amended (50 U. 8. C. App., Supp. V, 
secs. 2061-2166 ; Public Law 429, 82d Cong., 2d sess. ). 

2. Executive Order 10161, September 9, 1950, as amended (15 F. R. 6105; 16 
F. R. 61, 8789 ; 17 F. R. 1171). 

8. Executive Order 10281 (16 F. R. 8789). 

4. DMPA Delegation 4, as amended (16 F. R. 10998, 11546). 

5. Interior Department Order 2605, as amended September 10, 1952 (17 F. R 
8366). 

6. Section 6 of the Defense Highway Act of 1941, as amended (23 U. S. C. see 
106) ; sec. 12 of the Federal-Aid Highway Act of 1950 (23 U.S. ©., sec. 106, note) ; 
letter of the President of March 8, 1952, to the DMPA Administrator and the 
Secretary of the Interior; Interior Order 2682 of March 81, 1952. 
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8. COOPERATIVE ACTIVITY WITH OTHER AGENCIES 


The functions delegated to DMPA are carried out in accordance with programs 
ertified by the Defense Production Administration (to DMPA) and in accord- 
ince With such policies as may be established and such directives as may be 
ssued by DMPA. DMPA determines minerals eligible for exploration and per- 
entages of Government participation in the cost of exploring. Within this 
general framework. DMEA enters into contracts with operators for individual 
exploration projects. Over-all policy pertaining to the program is established in 
onsultation with the DMPA, and regulations and forms are cleared through 
DMPA before issuance, 

Policy and operating committees 

When the DMEA was organized a Policy and Coordinating Committee was 
established within the Department of the Interior. This committee is composed 
of the Assistant Secretary of the Interior for Mineral Resources, as chairman, 
the Administrator of DMEA, the Director of the Bureau of Mines, and the 
Director of the Geological Survey. This committee establishes the broad frame- 
work of working arrangements between the Interior agencies represented, and, 
with the participation of DMPA officials on an ad hoe basis, develops inter- 
agency arrangements to carry out policy and program directions of the DMPA 
with respect to the exploration program. 

It has not been necessary for DMEA to employ field engineers or geologists, 
since the technical services of the Bureau of Mines and the Geological Survey 
have been made available to it. Through the medium of an operating committee, 
consisting of representatives of the Policy and Coordinating Committee, with the 
DMEA representative as chairman, requests from DMBA’s commodity divisions 
for technical evaluation of project applications flow to the field teams (composed 

f Bureau of Mines and Geological Survey field employees), and technical reports 

m the field teams are received and reviewed. The operating committee also 

ansmits policy instructions to the field teams and establishes and supervises 

nt commodity committees. 

In addition to the technical evaluation described above, the field teams, on 
behalf of DMEA, also review, from a technical standpoint, progress made on the 
udministration of existing contracts; approve monthly progress reports sub- 
mitted by contractors, and recommend or execute changes in existing contracts in 
accordance with policy directives and delegations of authority. 

Funds allocated by DPA 

The Secretary of the Interior requests Defense Production Administration for 
allocation of borrowing authority for the exploration program. On approval by 
DPA, the required funds are borrowed from the Treasury Department, by the 
Secretary of the Interior. 

From the inception of DMA up to the fiscal year 1953, a total of $16,000,000 of 
borrowing authority has been made available. By the end of the fiscal year 1952, 
$10,000,000 of this amount had been obligated for exploration contracts. 
Cooperation with other agencies 

DMEA operates in cooperation with other Government agencies, in addition to 
those previously mentioned, in administering the exploration program. For ex- 
ample, full use is made of RFC files on mining properties, and before DMBA 
approves an exploration project where there is an RFC lien on the property in- 
volved, Clearance is obtained from RFC. 

The AEC is consulted with respect to applications for exploration for uranium 
and monazite, and approval for a project for these minerals is obtained from 
AKC before a contract is executed. 

The Auditing Division in DMEA issues auditing procedures and carries on its 
auditing program in accordance with policies established in collaboration with 
the General Accounting Office. 


4. PROGRESS OF THE PROGRAM 


After the transition from DMA to DMBA (Interior Order 2605, as amended) 
had been accomplished and DMEA Order 1 had been issued (March 7, 1952), the 
agency took steps to expedite the program. The form for application for aid in 
an exploration project (MF-103) was revised for the purpose of simplification, 
to eliminate all but the most essential requirements for information, and to co- 
ordinate the information required with the provisions of the contract form. At 





296 REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 


the same time the contract form (MF-200) was revised to make its provisions 
more explicit, to resolve some ambiguities, and generally to render it more adap 
table to the needs both of the Government and of the operators. A new short 
form contract (MF-200A) was added for use in connection with projects that 
can be administered more effectively on a basis of agreed unit costs rather than 
actual costs, thus eliminating the necessity for cost accounting. Revised voucher 
forms (MF-104 and MF-104A) for payment were also issued. 

A move to insure protection to the Government was establishment of an audit 
division, in conformance with General Accounting Office procedures. DMEA 
has auditors located in Denver, San Francisco, and Spokane, to discharge the 
agency’s responsibility of making final audits and to determine the propriety of 
payments made under the terms of the exploration contracts and the regulations, 


Applications, contracts, certificates 

During the period from September 8, 1951 (date of available figures given in 

First Annual Report of the Joint Committee on Defense Production), to August 

81, 1952, DMBA received 613 applications for aid in exploration projects. The 

613 applications brought to a total of 1,492 the number received since the program 
was initiated. In the period from September 8, 1951, to August 31, 1952, 237 
contracts were executed, 381 applications denied, 211 applications withdrawn, 
and 288 were pending or in process of decision. 

A total of 75 contracts have been canceled and terminated, leaving 282 in force 
for presumably active projects as of August 31, 1952. Of the 75 contracts can- 
celed and terminated, 21 of them were canceled before work began and before 
any money was spent by the Government. All of the remaining 54 contracts 
were terminated after the projects started and some were completed. The total 
estimated costs of these 54 contracts was $763,208, with Government participa- 
tion amounting to $546,870. However, the Government actually spent only 
$296,208. 

Fourteen discoveries certified 

Fourteen of the 54 terminated projects, described above, were certified by 
DMBA as discoveries or developments. Under DMEA Order 1, certifications of 
discovery or development may be made at any time after the work of exploration 
has started, but not later than 6 months after the operator has filed a final report 
and final account, if, in the opinion of the Government, production is likely to be 
made as a result of the exploration work. This is a change from the original 
DMA contract which permitted certification only after the project had been 
completed. 

Of the $296,208 spent by the Government on all terminated contracts, $120,695 
was used on the 14 projects resulting in certification. This latter amount was 
40.7 percent of the entire amount spent on terminated contracts. 

The first of the 14 certifications issued by DMBA was issued in March and 
involved the discovery or development of a mica deposit in North Carolina. The 
others were for tungsten, monazite, beryl, manganese, sulfur, and lead-zine- 
copper. Six of the 14 certifications involved mica; 4 of these for strategic mica 
in North Carolina and 2 for mica and beryl in South Dakota. Of the remaining 
eight, two were for tungsten in California and Montana, two for manganese in 
Arkansas, and one each for monazite in Idaho, sulfur in Wyoming, lead-zine- 
copper in Colorado, and lead-zine in Washington. 

Certification of discoveries or developments by DMEA as of August 31, 1952 
Westmoreland Manganese Corp. in Batesville, Ark.; manganese (two certifica- 
tions). The total amount of the first Westmoreland contract was $16,000 

The Government’s share of that amount was $12,000 or 75 percent. The 

second Westmoreland contract was originally estimated to cost $20,000, of 
which the Government’s share was $15,000, or 75 percent. However, actual 
cost was $17,156. Only $12,867 of the Government’s participation was ex- 
pended. 

Pitt Mica Corp.; mica. The total amount of the contract was $2,635, with 
2,371.50, or 90 percent, as the Government’s share. Actual total cost, how- 
ever, was less than $1,800. 

G. McGuire Pierce, Dinky Creek, Fresno County, Calif.; tungsten. The Govern- 
ment contributed $11,250, or 75 percent of the cost of the contract. 

Ruby Meadows Mining Co., Idaho County, Idaho; monazite, $14,052. Govern- 
ment’s contribution was $12,647, or 90 percent. 

Continental Sulphur & Phosphate Corp., Park County, Wyo.; sulfur, $79,410. 

Government’s contribution was $39,705, or 50 percent. 
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Ame in Alloys Metals Inc., Beaverhead County, Mont.; tungsten, $33,290. 
Government’s contribution $24,967.50, or 75 percent. 

Fred D. Cabe, Franklin, N. C.; strategic mica, $4,885. Government's contribu- 

mn was $4,396.50, or 90 percent. 

Lewis W. Collingwood, Custer, 8. Dak.; beryl and strategic mica, $10,000. Gov- 
ernment’s contribution was $9,000, or 90 percent. 

Campbell & Ventling Mining Co., Custer County, S. Dak.; beryl and strategic 
nica. This project was originally estimated to cost $6,550, with the Gov- 
ernment’s share $5,895, or 90 percent. The actual cost of the exploration was 
$1,198.13, of which the Government’s share was $1,073.82. 

Gaston Strategic Minerals Co., Spruce Pine, N. C.; strategic mica. This proj- 
ect cost $5,600, of which the Government’s share was $5,040, or 90 percent. 

Utze Lode Co., Chaffee County, Colo.; lead-zine-copper. Total estimated cost of 
the project was $20,000, with Government participation of 50 percent. The 
actual cost was $22,116. The excess of $2,116 was spent by the company with 
the full understanding that the Government would not participate in the 
additional cost. 

Mines Management, Inc., in Stevens County, Wash.; lead-zinc. The exploration 
project cost $24,000. The Government’s share was $12,000, or 50 percent. 

Franklin Developers, Inc., Macon County, N. C.; strategic mica. This project 
was originally estimated to cost $3,600, 90 percent of which ($3,240) was Gov- 
ernment participation. The Government's contribution, on completion of 
contract, amounted to $2,876.76, leaving $363.24 unspent. 


Repayments on percentage royalty basis 


Under the provisions of all contracts, repayments of contributions are made 
to the Government on a percentage royalty basis on net profits from any ore 
shipped during and as a result of an exploration project. In the case of cer- 
tified discoveries or developments, repayments are made to the Government by 
the operators, or their successors, during a 10-year period from the date of the 
contract, until the total contribution is repaid (without interest) or until the 
10-year period has expired, whichever occurs first. Two of the operators whose 
projects were certified have made royalty payments to the Government. 


Thirteen properties producing ore and making repayments 


Some further measure of success of the DMEA program is contained in the 
fact that ore is being shipped from 13 additional exploration projects, none of 
which has been certified. These 13 properties are producing ore during ex- 
ploration work and have made repayments to the Government for its contribu- 
tion toward the costs, and most are continuing on to complete their projects. 
One of the 138 has made full repayment amounting to $4,177.06. The royalties 
have been paid in varying amounts, most of them small, but they total (includ- 
ing those from properties whose projects were certified) $20,905.62. The min- 
erals involved in the operations of these uncertified projects now repaying the 
Government are lead-zine, tungsten, manganese, copper, and uranium. 

Seventy projects show ore 

Field reports on 43 more projects, in addition to the 27 already certified or 
making repayments, show promise of the existence of ore deposits that may ulti- 
mately justify certification under the exploration program. The extent of these 
deposits is a matter of conjecture at this time, but ore sampling during the 
exploration work and other factors, including past records and geological data, 
imply future realization of the projects’ objectives. Uranium, tin, tungsten, 
strategic mica, beryl, manganese, lead, zinc, copper, antimony, and fluorspar 
are minerals named in the reports. 


5. NEED FOR THE PROGRAM 


The expanding economy and defense needs of the Nation require minerals and 
metals at an accelerated rate, and new sources must be found to replace our 
known domestic reserves which are fast being depleted. 

Exploration for additional deposits of minerals and metals has not kept pace 
with production. The more easily found deposits have been exploited. As a con- 
Sequence more time and money are required to locate a deposit and exploration 
is less attractive to investors than other fields. 

During World War II emphasis was placed on production and exploration was 
minimized. Industry concentrated its effort on production of ore from estab- 
lished reserves and it had no time, manpower, or money remaining to engage in 
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xploration. In early postwar years, this accelerated use of minerals and meta 
continued to satisfy civilian needs which had not been met because of al}. 
war production. Even when the supplies of civilian goods approached deman 
there was little or no exploration for new reserves, a condition partially 
attributable to an unfavorable economic situation. Now, during the presen; 
emergency, production has again been emphasized at the expense of exploratior 

The Congress, in enacting the Defense Production Act of 1950, recognized the 
need for exploration and development of our mineral resources, and that the 
actual work should be done by private enterprise. The fact was also recognized 
that where private capital cannot assume the long-term burden of exploration 
financial assistance by the Government is necessary in a program for the er 
couragement of discovery and development of mineral reserves, particularly those 
which are in short supply and critically needed for the Nation’s defense program 
and basic civilian requirements. 

There are those of the opinion that new domestic sources of minerals and 
metals do not exist. However, there are extremely large areas that have not 
been thoroughly explored, including those adjacent to known mineralized areas 
which still offer the best possibilities for exploration. The limits of known min 
eralized areas have not been completely investigated and we know very little 
about potential mineralized areas hidden beneath surface soil, glacial and dety 
tal material, cap rocks, and similar obstacles. 

The exploration program is necessarily one of long range. The exploration 
work itself takes time. It cannot be stopped and started at will with any ex 
pectation of success. Experience so far in the program shows that the average 
time for completion of an exploration project is about a year. So, to gain the 
complete cooperation of the mining industry, its members must be reasonably 
assured that the program will continue over a period of years. 

Beyond the actual discovery of new sources of minerals and metals, the ex 
ploration program is developing basic facts which may prove useful in appraising 
the minerals situation and outlook. Analyses of reports and records of ex 
ploration projects under the program should develop much needed data on costs 
of such work, and rates, trends, and prospects of discovery, particularly wit 
respect to submarginal deposits. 


ut 





6. THE PART OF SMALL BUSINESS IN THE PROGRAM 


The search for new sources of metals and minerals is so vital to the security 
of the Nation that every segment of the mining industry, regardless of its size, 
should make the maximum contribution which it can to the advancement of this 
work. The DMEA program works throughout all segments of the industry, large 
or small, including miners, prospectors and free-lance partnerships. 

Many of the highly strategic minerals are not found in the United States in 
deposits of sufficient size to interest the operators of large companies, but the 
deposits are attractive to small-scale operators. In the case of several of these 
minerals, the portion of the Nation’s supply obtained from domestic sources 
comes wholly from relatively small mining enterprises. Because of the urgent 
need for the more critical and strategic minerals, the maximum encouragement 
should be given to operators in these fields to increase exploration activities 
Since the DMEA program, although not confined to this category of minerals, 
places emphasis upon them, it is especially helpful in making it possible for the 
small operators to participate fully in the Nation’s efforts to increase supplies 
of minerals and metals. 

Two preliminary studies made during recent months show that the small, in- 
dependent mining operator dominates the minerals exploration program. The 
studies, from different points of view, were made to determine the extent 
which the small operator takes part in the DMEA program. 

The first was a survey of the financial strength, particularly as to investment, 
of the operators engaged in exploration projects under DMEA provisions. This 
inquiry revealed that two-thirds of the contracts executed were with small op- 
erators, most of them individuals or partnerships with very modest asset hold 
ings. 

The second study related to the size of the contract. The facts determined 
dovetailed with those brought to light in the first investigation, thus fully su) 
stantiating original opinions. This last study revealed that half the contracts 
executed call for a total project expenditure of $24,000 or less. Furthermore 
approximately one-third of the contracts provide for the operator to spend 
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$3,000 of his own money even if the full amount of the original cost 
is expended. 


PERSON NEI 


September 15, 1952, employment on DMEA rolls totaled 55. Of this 
: r, 54 were full-time salaried employees and 1 was an employee appointed 
for nsultative work and compensated on a per diem basis, when actually 
employed. Fifty of the fifty-five employees are assigned to duty in Washington, 
p. C., and five are employed in the field service. 
In addition to the employees on DMEA rolls, the program utilizes the services 
hnical personnel of the Bureau of Mines and the Geological Survey. Field 
ms have been established in eight regions to perform technical examinations, 
ppraisal, and inspection work. The work in each region is supervised by an 
engineer or a geologist designated as the DMEA executive officer for the region. 
Five of the executive officers are employees of the Bureau of Mines and three 
ire employees of the Geological Survey. 


DMEA field offices 


on I—Alaska: Executive officer, DMEA, post office 
Alaska 
Region IJ—Washington, Oregon, Idaho, and Montana: Executive officer, DMEA, 
South 157 Howard Street, Spokane 8, Wash. 
on [111—California and Nevada: Executive officer, DMEA, 1012 Flood Build- 
ng, S70 Market Street, San Francisco 2, Calif. 
Region IV—Arizona, New Mexico, Colorado, Utah, and Wyoming: Executive 
officer, DMEA, 224 New Customhouse Building, Denver 2, Colo. 
rion V—North Dakota, South Dakota, Nebraska, Minnesota, Iowa, Wisconsin, 
nd Michigan: Executive officer, DMEA, 2908 Colfax Avenue, South Minne- 
polis 8, Minn. 
gion Vi—Kansas, Louisiana, Oklahoma, Texas, Arkansas, and Missouri: 
Executive officer, DMEA, 221 West Third Street, Joplin, Mo. 

m VIi—Tennessee, North Carolina, South Carolina, Georgia, Florida, Ala- 
bama, and Mississippi: Executive officer, DMEA, room 13, Post Office Build- 
ing, Knoxville 2, Tenn. 
region VIIT 


box 2990, Juneau, 


Illinois, Indiana, Ohio, Kentucky, Virginia, West Virginia, Mary- 
land, Massachusetts, New York, Vermont, Maine, New Hampshire, Connecticut, 
Rhode Island, New Jersey, Delaware, and 
DMEA, ¢ 


Pennsylvania: Executive officer, 
o Bureau of Mines, Eastern Experiment Station, College Park, Md. 





230 





REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 


Tabulation of minerals exploration contracts, by States 


Contracts executed 


through 


August 1952 








termin 
August 











Contracts canceled and 


Contracts j 


ted 
a Aug, 


1952 


through 


31, 









State 
Govern- Govern- Govern- 
ment Value of Num-| ment | Valueof Num-| ment Valu 
partici contract ber partici- | contract| ber Partici- | contr 
pation pation | pation 
Alaska $398, 900; $529, 782 6 ; $398, 900 
Arizona 343, 576 588, 059 9 $37,448 2, 306, 128 513 
Arkansas 129, 685 172, 913 5 M4, 685 4 75, 000 10 
California 1, 095, 358! 1, 543, 769 22! 270, 603 .! 7| 824,755) 1, 206 
Colorado 1, 094, 795, 1, 836, 988 45 80,445) 153, 389 91,014 1, 683 
Florida 15, 675 20, 900 l 20) 
Georgia - 29, 184 37, 286 3 2,614 l +4 
Idaho 1, 506, 569 2 190 42 56, 445 41 2,714 
Illinois 30, 983 61, 965 l 61 
lowa 14, 850 29, 700 l <9, 
Maine 40, 140 44, 600 1 44 
Michigan 284, 096 568, 193 1 568 
Missouri 326, 301 495, 985 7 4,934 9, 869 1 4S 
Montana 923, 131) 1, 508, 235 41 51, 628 § 2 1, 404 
Nevada 476,824' 837, 860 20' «13, 650 2 819 
New Hampshire 17, 460 19, 400 2 5, 760 1) 1 
New Jerse 142, 775 2 Reece 285 
New Mexico 602, 958) 1, 8 t = | 1, 15) 
North Carolina 227, 188 43 60, 176 76, 861) 24 17 
Oklahoma 78, 000 l Lhé 
Oreson 56, 390 3! 30,345) 50, 460 2 34 
South Carolina 31, 507 I | 7 
South Dakota 194, 073 13 56, 855 7 157 
Tennesses 6, 768 1 6, 768 1 
Texas 118, 800 4; 105, 765 7 2 20) 
Utah 1, 607, 029) 2 32 11, 430 15, 1/1, 2, 90) 
Vermont “ow 180, 671 4 34, 290 38, 100 1 18 
Washington ifn meiinaliel 431, 006 22 12,000, 24, 000 1 75 
Wisconsin 256, O88 14 7, 020 14, 040 2 BM 
Wyoming 89, 280 2 39, 705 79, 410 1} 49,575 99 
nd cent tinsing 10, 750, 060,18, 072, 807 357| 928, 703) 1. 374, 905 75)9, 821, 357,16, 69 
Tabulation of minerals exploration contracts by commodity 
- : Sept. 9, 1951,|; Cumu 
I eee ee. 8, theoush Aug. 31, throug 
or 1952 195 
Commodity - a ae _ 
, Govern- ro Govern- — 
cone ment par- con- ment par- con- 
tracts ticipation tracts ticipation | tracts 
blsttiipingendimenmnntiniin 7 aoe wa Cs eencanimmninil ——| 
Antimony 2 6 | $132,345 ~ 
Asbestos 5 4 | 88, 045 | 9 
Beryl mica a 14 155, 402 | 14 
Cobalt nickel 2 280, 846 4 211, 883 | 6 
Columbium, tantalum ! 1 3, 184 1 
Copper 5 449, 341 21 411, 544 | 26 
Fluorspar 1 3, 897 2 59, 933 | 3 
Graphite 1 | 925 | l 
Iron... 1 | 141, 850 1 
Lead, zine 58 2, 040, 756 62 1, 804, 157 | 120 
Lead, zine, copper 27} 1,101, 162 | 27 
Manganese 3 95, 250 4 | 155, 205 | 7 
Mercury 4 283, 223 6 | 261, 149 10 
Mica a 13 36, 878 | 31 | 164, 929 44 
Rare earths 2 4 59, 893 | 18 580, 469 22 
Rutile 1 15, 675 1 
Sulfur 3 138, 120 wie | 3 
Tale... 1 29, 2A7 l 
Tin! 2 144, 000 1 | 16, 200 3 
Tungsten 18 568, 508 32 916, 932 50 
Total 120 | 4,499,804 | 237| 6,250,256 | 357 


' 1 contract previously reported as columbium-tantalum was for tin, columbium-tantalum, tur 


is now included under tin 


2 This category combines rare earths (thorium), monazite, and uranium. 
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DEFENSE ELECTRIC POWER ADMINISTRATION 
Defense Electric Power Administration conducts the following programs 
ire separately discussed below : General supervision of power supply expan- 
assure an adequate power supply for the Nation; performance of claimant 
y, allocations, scheduling, and expediting functions to assure delivery of the 
als and equipment needed by the electric power industry for the power 
on program and for maintenance and operation; allocation of electric 
through the issuance of curtailment orders where shortages occur; and 
iendation with respect to expansion aids provided under the Defense 
tion Act of 1950 as amended and Internal Revenue Code amendments 
ng to accelerated tax amortization. 
tuthority 
The authority of Defense Electric Power Administration is derived from: The 
nefense Production Act of 1950, as amended (50 U. 8. C. App. Supp. V, see. 2061 
|.; Public Law 429, 82d Cong., 2d sess.) ; Executive Order 10161, September 
1950, as amended (15 F. R. 6105; 16 F. R. 61, 8789; 17 F. R. 1171) ; Executive 
ler 10200, January 3, 1951 (16 F. R. 61); DPA Del. 1, January 24, 1951, as 
ended November 3, 1951 (16 F. R. 11245); DPA Order 1, May 24, 1951, as 
ended (16 F. R. 4913, 11038; 17 F. R. 899); DPA Regulation 1, as amended 
ebruary 14, 1952 (17 F. R. 1467) ; NPA Order M-—50; Interior Department Order 
No, 2605, as amended September 10, 1952 (17 F. R. 8366) ; Revenue Act of 1950, 
September 23, 1950 (64 Stat. 939). 


cer supply 

Planning an adequate electric power supply for the Nation is one of DEPA’s 
primary functions. Constant attention is given to determining where and how 
uch power will be required as the defense program advances. This power supply 
anning forms the basis of DEPA’s action in all of its other operations, including 

» presentation of materials requirements as a claimant agency, the allocation 

materials among projects, the scheduling of delivery dates of power equipment, 

incial aids to expansion, and measuring the need ior power curtailments. 

The power supply planning function is conducted by means of analyses of power 
supply conditions by regions. In developing these analyses, two independent 
ethods of data collection are used and checked against each other: First, 
egional load and eapability information is obtained from the power suppliers 
ud, second, national load forecasts are made by category of use. 

In collecting load and capability information from the electric utility industry, 
DEPA secures operating reports from and maintains continuous and close con- 
ict with regional power pool coordinating groups throughout the country. These 
groups prepare estimates of power requirements and loads on an integrated 
pool or area basis and these estimates are submitted to DEPA through the 
ederal Power Commission. This technique assures uniformity of reporting. 
Regional engineers from DEPA meet with such groups at intervals to clarify 
basic assumptions, to discuss operating conditions, and to compare data from 
arious sources with respect to prospective large power loads. 

The second method, called the use category summation method, develops 
stimates of national residential and commercial loads, along with estimates of 
power requirements for various segments of industry such as chemicals, steel, 
uminum, textiles, and paper. This method makes use of statistical studies by 
Government agencies, trade associations, and others. The aggregate power loads 
btained by this method are used as checks against the national totals. obtained 
irom the regional and area estimates. 

From the data collected by these two methods, DEPA maintains studies show- 
ig month by month for three or more years the expected status of power loads 
ind capabilities by regions and, where required, by local areas. 

From time to time DEPA prepares for restricted distribution among other 
lefense agencies reports on the prospective power situation for the principal 
bower regions, with a national summary. Such reports have been prepared as of 
December 13, 1951, May 1, 1952, and August 1, 1952. The first of these reports 
irnished basie data for the report by the Electric Power Advisory Committee 
ippointed by DPA to submit recommendations on the size of the power expansion 
program, 

On March 19, 1952, DPA formally established a power expansion goal of 32,- 
"000 kilowatts of generating capability to be added during the 3-year period 
1952-54 above the capability at the end of 1951 which was approximately 75,- 
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000,000 kilowatts. This goal was approximately at the limits set by the produc. 
tive capacity of manufacturers of heavy power equipment. The goal was ; 
tended in August 1952 to cover the installation of 41,000,000 kilowatts for 

year period 1952-55, and 1,000,000 kilowatts to be added in 1956 for speci; 
defense loads. Except for this 1,000,000 kilowatts, no goal is being establisheg 
at this time as to the additional capacity to be installed in 1956. The expecteg 
steps in attaining the goal for the years 1952-55 are shown below, in comparisoy 
with the planned development under the goal as previously established on Mar 
19, 1952. 


[Kilowatts] 


New goal Previous ¢g 
Year of installation | 

Annual Seaiesaiilletii Annual n 
addition Cumulative addition 

19452 7, 000, 000 7, 000, 000 9, 000, 000 

1953 10, 000, 000 17, 000, 000 11, 000, 000 

1954 12,000 000 29, 000, 000 12, 000, 000 

ee tee 12, 000, 000 41,000,000 |... 

As indicated in the table, the planned addition for 1952 under the new goal is 


2,000,000 kilowatts less than under the previous goal. This slippage of 2,000,000) 
kilowatts is largely attributable to delay in deliveries of heavy power equipment 
resulting from the inability of equipment manufacturers to obtain adequ 
amounts of materials during 1951. The 1952 plants which have slipped should 
be in service by early 1953. Prior to the steel strike it was expected that this 
could be accomplished without serious displacement of the 1953 schedules. I 
other words, it had been contemplated that 1953 completions would include both 
the 2,000,000 kilowatts which slipped from 1952 and most of the 11,000,000 kil 
watts originally scheduled for 1953, although a minor portion of the 1953 sche 
uled installations would probably have been delayed into 1954 due to limita 
tions in manufacturing capacity. 

These expectations were upset, however, by the steel strike and by the dive: 
sion of the initial flow of steel after the resumption of production to the military 
AEC, and machine-tool programs having priority standing. It is definitely 
known that these events have already produced a slippage of the order of 
3,000,000 kilowatts in the previously established 1953 program. For this reasor 
as the table shows, the portion of the goal scheduled for 1953 completion has 
been revised downward to 10,000,000 kilowatts. This set-back to the power pr 
gram cannot be made up before 1955 because of limitations in manufacturing 
capacity. 

In considering slippage, it should be borne in mind that installations of new 
generating capacity are usually scheduled to be in service in time to meet peak 
loads for a particular year. In most sections of the country such peak loads 
oecur in December. If plants due to be in service by December slip into the 
following year by even 2 or 8 months, the effect on ability to carry load is i! 
many Cases as serious as though the slippage had been the full year until tl 
following year’s peak. 

One of the complicating factors in power supply planning is the emergence of 
large new loads not previously considered in programing additions year by year 
The recently announced AEC expansion, for example, involves very substantial 
loads, giving rise to a host of changes in power supply planning. New machines 
must be inserted in manufacturers’ schedules which are already crowded ; matt 
rials must be made available for new power plants which will serve AEC installa 
tions. Similar problems will arise with other major additions to the defense 
program such as possible further aluminum expansion. 

In order to reduce the number of disruptions caused by the emergence of sucl 
unanticipated loads, the Administrator of DPA, at DEPA’s request. established 4 
procedure by which all claimant agencies are to consult with DEPA on power 
supply before acting on any application for authority to commence construction 
of a project with power requirements of 2,000 kilowatts or more. In additior 
DEPA has requested claimant agencies to consult DEPA during preliminary 
stages of all expansion programs involving substantial blocks of power, eve 
before specific projects are planned. 

Forecasted margins of generating capacity are lower in some areas of thie 
country than in others, such lower power margins in most gases being due to a 
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heavy influx of defense plants. Moreover, the regions where the margins are 
smallest are generally the regions where additional large defense loads are most 
kely to develop. DEPA has established relative urgency ratings for all new 
eapacity additions scheduled for operation up to the end of 1954. These urgency 
ratings indicate the relative degree of protection against slippage which indi- 
idual generating projects should receive. The higher urgency ratings have 
n assigned to plants in areas of lower prospective margins, the very highest 
ngs being assigned in those low margin areas where vital defense industries 
ire located. The list of urgency ratings has been distributed to the Government 
agencies, manufacturers, and utilities involved as a guide to their operations. 

The large slippages in the power program for 1952 and 1953 have been par- 
tially offset by similar slippages in the development of expected loads. As a 
esult, the outlook for the winter 1952-53 indicates general ability to carry loads, 
with the exception of the Pacific Northwest where the situation is serious. In 
certain other areas, however, the margins of capability over loads are danger- 
wusly low. In addition, the possibility of a shortage exists in the summer of 
1953 in the South-Central section which has a summer peak. The outlook for 
the winter 1953-54, except in the Pacific Northwest, is somewhat better depend- 
ing on whether further slippage can be avoided. 

The power supply function also embraces the investigation and encourage- 
ment of those interconnections and other transmission lines which can make 
needed power available. Interconnections are also a subject of discussion with 
the Federal Power Commission with regard to the grant of exemptions from 
FPC jurisdiction which are frequently necessary before utilities not otherwise 
subject to FPC jurisdiction will interconnect. 

Vaterials and equipment 

DEPA, as claimant agency for the electric power industry, is responsible for 
the allocation and distribution, within the limitation of over-all materials al- 
locations made by the Defense Production Administration, of controlled ma- 
terials required directly by electric utilities for the electric power expansion 
program, and for the maintenance and operation of electric power systems. 

We referred in our previous report to the stringencies which developed as a 
result of inadequate allotments of controlled materials to the power program 
and inability to cash allotment tickets during the latter half of 1951. Some of 
these effects were immediate. For example, to the extent that steel was not 
available in 1951 for completion of field construction of certain projects, near- 
term operating dates were delayed. A more important effect of the 1951 short- 
ages was delay in in-service dates originally scheduled for the latter part of 
1952 and the years 1953 and 1954. Asa result it became apparent that originally 
established expansion goals for 1952 could not be met. 

Che situation was greatly improved in the first two quarters of 1952. The 
mprovement resulted largely from greater recognition of the needs of the power 
program, notably in the form of increased material allotments, as a consequence 
of the review of the program by the Electric Power Advisory Committee named 
hy Mr. Fleischmann, and the recommendations by the Joint Committee for Defense 
Production. This improvement also resulted from the better operation of CMP 
which led to increased ‘“cashability” of CMP tickets in the first two quarters of 
1952 

Schedules which had slipped previously because of lack of adequate allotments 
were stabilized during this period and the prospect of further slippage appeared 
to be greatly minimized. Spot problems occasioned by the lack of specific shapes 
of steel were solved in many instances by the coordinated efforts of NPA, DPA, 
and DEPA through the Electric Power Coordinating Committee. Such assistance 
was given both to utilities and to manufacturers of major equipmentitems. How- 
ever, shortages of capacity to produce certain steel items, such as tubing and 
heavy plate, were not solved and remained a very serious bottleneck. 

The relatively favorable progress of the first half of 1952 was arrested by the 


Steel strike. Virtually no steel was obtainable for power plant expansion during 


the 2 months of the steel strike, and additional losses have been suffered during 


the recovery from the strike for reasons discussed below. As a result, additional 
slippage now appears inevitable, particularly because of delays in shipment of 
major equipment items. Even though material allotments henceforth were to 
permit manufacturers of equipment to operate up to their manufacturing capac- 
ity, it will not be possible until 1955, because of capacity limits, to make up for 
osses incurred as a result of the steel strike. The cumulative effect of delays 


27546—53 16 
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resulting from the steel strike superimposed on prior delays is expected to cause 
delays in in-service dates of from 2 to6 months. This is reflected in the revision 
of the power expansion goal discussed in the power supply section of this report, 
A survey is now in progress to determine the extent of the slippage for each 
individual project. 

The shortage caused by the steel strike caused the recurrence of a fundamental] 
problem of the power program—inability to get priority over less essential pro- 
grams in obtaining materials during times of shortage. Indeed, insofar as supply 
to the military and AEC is concerned, power has a lesser priority status than 
other programs, even though power is indispensable. This is brought about by 
the B-5 priority procedure which gives special priority for procurement of mate 
rials entering into the production of all tangible goods for the military and AHO 
The B-5 is not available to get materials for the construction of facilities to pro- 
duce goods or services for AEC and the military—such as power plants. The 
provision for AEC and the military of an adequate supply of those materials and 
services which are dependent primarily upon new plant construction—such as 
electric power—is thus less well protected than other military requirements 

This fundamental problem was accentuated by control procedures adopted by 
NPA after the steel strike which were designed to assist the military and atomi 
energy programs in recovering the production lost because of the strike. The 
effect of these procedures was to cause further delays to other steel users, includ- 
ing the power program. This operated to increase the threat of inadequate 
power supply for those programs, in particular the atomic-energy program which 
is a large user of power. Recognizing the threat, DPA and NPA agreed that 
special expediting assistance should be extended to selected power plants neces- 
sary for service to AKC installations. Arrangements are now being completed 
to operate under this case-by-case expediting approach for AEC related projects 

Whether this solution for AEC related projects is sufficient remains to be seen 
It falls short, however, of the measures considered adequate and recommended 
by DEPA for the power program generally under circumstances where norma! 
controlled materials procedures would not insure timely delivery of materials 
To safeguard the power program under such circumstances, DEPA has urged 
that there be granted for the power program as a whole an automatic priority 
superior to that available for other expansion programs upon which the Nation's 
total industrial output is less dependent. This recommendation was initially 
made at the time NPA and DPA were considering decontrol measures and it 
appeared that the long lead time power program might be left to drift admist 
the competition of less essential uses in a free materials economy. The recom- 
mendation was made again with regard to the anticipated adverse effect of 
NPA procedures upon the cashability of CMP allotments for the power program 
in the period of recovery from the steel strike. On neither occasion did DPA 
and NPA see their way clear to adopt DEPA’s recommendation. 

DEPA’s proposal that an automatic priority be extended to the whole power 
program rather than to just a selected part of it was based upon a reality about 
power curtailments concerning which there is much misunderstanding. Sub- 
stantial power savings cannot be achieved through curtailment of residential and 
commercial loads. Experience in all previous power shortage situations clearly 
demonstrates that if power supply is inadequate, the resulting curtailment of 
loads must fall as a practical matter primarily upon industrial production. The 
joint committee’s electric power study recognized this problem and pointed out 
that the only assurance of adequate power supply for defense production is the 
completion on schedule of sufficient capacity so that curtailments will not be 
necessary. 

DEPA’s proposal for an automatic priority rather than for mere expediting 
assistance was based on the recognition of two inherent deficiencies in the ex 
pediting technique: First, expediting assistance does not become available until 
procurement delays have become definite and sometimes irremediable; second, 
expediting involves paper work in Washington on a case-by-case basis with at- 
tendant further delays. 

Scheduling.—Under a joint operating arrangement with NPA, the agency re- 
sponsible for production of power equipment, DEPA is responsible for determi! 
ing the sequence in which power equipment should be delivered to utilities in 
order to meet required in-service dates of power projects. This arrangement 

yas reached because of special factors affecting power expansion which merit 
explanation. First, power plants are essentially custom made, with the result 
that units designed for one location cannot usually be diverted to other loca 
tions. Second, since the power expansion goal calls for capacity operation by 
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power equipment manufacturers, any delay or idle time in manufacturers’ 
shops, Whether due to materials shortages or other causes, is usually beyond 
emedy within the near-term period of the emergency. The interaction of such 
factors as these is such that advancing the delivery date of one essential power 
nit may delay several other units with an aggregate total loss in power supply 
exceeding the gain. To achieve the maximum in power supply under these cir- 
umstances, the delivery date of each power machine and the impact upon all 
machines of alternative shifts in delivery dates must be weighed against power 
requirements, region by region. Thus, the problem is one demanding the closest 
coordination between power requirements and the equipment-manufacturing 
situation. 

Operations during the past year have confirmed the netessity of this approach. 
In 1951 only limited activity in the scheduling of power-equipment deliveries was 
ecessary or appropriate, since the most rapid completion of units as originally 
scheduled and already in advanced stages of manufacture was then the ob- 
jective. Except for the special insertion of certain new AEC units, the sequence 
of manufacturers’ schedules was generally frozen as it existed. The deferred 
mpact of 1951 materials shortages and the recent steel strike have required in 
1952, however, a substantial rescheduling of units intended for service in 1954 
nd 1955 so that, insofar as possible, slippage will be assigned where least risk 
to power supply would result. The addition of large amounts of new capacity for 
AEC expansion in 1954 and 1955 has also required substantial rescheduling in 
1952. The arrangements between NPA and DEPA have permitted these changes 
to be made in a manner in which the interrelated effects upon equipment manu- 
facture and power requirements were jointly resolved. 

One handicap in the scheduling job has been delay in obtaining information 
is to the manufacturing situation as reflected in manufacturers’ schedules. 
While means for furnishing this information to DEPA have been improved in 
recent months, DEPA still lacks complete information on time. A further 
handicap in the orderly scheduling of power equipment has been the development 
of irremediable delays in manufacturers’ shops before information thereon has 
been received either by NPA or DEPA. In order to encourage the fullest action 
by manufacturers in avoiding delays to the most essential units, DEPA has pre- 
pared and keeps current a tabulation showing the relative urgency of electric 
power projects. This tabulation has been placed in the hands of power equip- 
ment manufacturers to guide their day-to-day action supplementary to the 
Government’s scheduling directions. 

Because power equipment manufacturing capacity will be fully required to 
meet the power expansion goal for the next several years, the scheduling func- 
tion will be active even after controls over basic materials are relaxed. 

Expediting.—The need for expediting is in direct proportion to failure in the 
peration or availability of more orderly procedures for the distribution of 
‘itical materials in the most essential directions. As explained elsewhere in 
this report, the urgent status of the power program received growing recogni- 
tion in 1952 with increased allotments of material, but it has been denied any 
priority treatment not also shared by general industrial uses in the economy. 
Accordingly, the important function of expediting, as a means of insuring timely 
delivery of materials without blanket priority assistance, has assumed a major 
role in DEPA’s operations. A large volume of bottleneck problems in the power 
program have had to be handled during the past year on a case-by-case expedit- 
ing basis with the several industry divisions of NPA. Because of the careful 
screening DEPA’s cases receive before presentation to NPA, these cases have 
received favorable treatment, and action has usually been successful except 
where the problem was already beyond cure before being referred to DEPA. 

As materials allocation procedures are relaxed with power expansion still to 
be completed, it is expected that expediting activity may be even more necessary 
and greater in volume, particularly with respect to critical power plants which 
supply atomie energy, military and certain other defense requirements. 

Other materials and equipment matters.—In its efforts to insure balanced 
progress in the development of the expansion program, DEPA has not only sup- 
ported adequate allotments of controlled materials to manufacturers producing 
equipment for the power industry, but has also endorsed measures to increase the 
capacity of such manufacturers. Goals for expansion of production capacity for 
this type of equipment have been established by the Defense Production Admin- 
istration. The target date for completion of most of these goals is January 1, 
1954. New capacity broughi in under these expansion programs will produce 
equipment which will help to meet the approved goal for power installations 
fter that date. 
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In accordance with the policy of relieving pressure against scarce supplies 
of copper, this agency to the greatest extent practicable has supported the trend 
toward increased use of aluminum. As a result, substantially increased quant 
ties of aluminum have been used in transmission lines and an increasing quantit 
is also being used for distribution systems. The generally favorable supply situa 
tion for most conductor items has permitted the power industry to make substa) 
tial progress in the transmission and distribution segments of the power pr 
gram. Supplies of copper have not been entirely adequate, but screening opera 
tions performed by DEPA and REA have insured that the most urgent projects 
were given sufficient materials to maintain orderly progress, 

Effective as of May 20, 1952, jurisdiction over the Construction of electri: 
utility operating headquarters, warehouses, garages, and other service build 
ings was transferred to DEPA. This centralized the control over the construe. 
tion of all electric utility facilities in one agency. 

Reporting forms have been simplified during the past year to reduce paper 
work to the minimum consistent with the operation of the Controlled Materials 
Plan. 

The distribution of allotments of controlled materials to REA borrowers has 
also continued to operate smoothly as a result of the agreement between the 
Secretaries of Agriculture and Interior discussed in last year’s report. 
Limitation on use and delivery of power 

DEPA is responsible for assisting power shortage areas by seeking supple- 
mentary supplies of power from all available sources, and if these actions stil] 
do not meet the power load, allocating deliveries of power among competitive end 
uses in the shortage areas. Power supply in the several regions of the country 
is under constant observation by DEPA’s regional engineers. When situations 
requiring the allocation of power arise, it is allocated in accordance with the 
relative essentiality to the defense program of its use in various industries as 
determined by the Defense Production Administration. 

In the exercise of DEPA’s power-curtailment function, existing arrangements 
among consumers and utilities covering the cost of power are not disturbed 
Thus, sales of low-cost interruptible power may be cut off by an electric utility 
in accordance with the utility’s contract with its customer and the utility may 
offer higher cost power if such is available on its or a neighboring system. If 
such alternative power is available, no action will be taken by DEPA. Only if 
there is insufficient power to meet loads does DEPA impose curtailments and 
allocate power to users. 

In September 1951, water, weather, and load conditions caused a power short 
age in the Pacific Northwest. Order EO4 (Limitation of Consumption and 
Deliveries of Electric Energy in the Pacific Northwest) was issued by DEPA 
providing the framework and procedures for any necessary curtailments. Some 
curtailment of load to industry and a partial brown-out were effected under this 
order for 1 week in September before rains restored and maintained stream 
flows at better than normal, thereby making further curtailments unnecessary. 
EO-4 was revoked on March 1, 1952. 

Increases in 1952 Pacific Northwest industrial and domestic loads without an 
equivalent improvement in power supply portend a more serious power-supply 
situation than last year. Limitation Order EO-4 has been reviewed and re 
drafted, incorporating revisions indicated by last year’s experience. As in the 
previous order, the curtailment program will proceed in successive stages with 
restrictions on service to new loads and quota limitations on existing loads to be 
applied as necessary to meet immediate shortage problems. After discussion 
with the power producers in the area, the order will be put in final form for issu- 
ance when necessary. 

The power-supply situation in Texas has been critical during the past few 
months. Rapidly increasing defense loads, plus normal growth of domestic and 
industrial loads, brought total requirements almost equal to capability. This 
situation was recognized early in the year and discussed with the Texas com 
panies. Methods of obtaining assistance both within and without the area were 
developed in case they were needed, The loads which would be shed without 
Government order under the arrangements between utilities and their customers 
were reviewed and determined to be consistent with the defense program. Since 
the aggregate of such loads was sufficient to cover any anticipated power defi 
ciency, no curtailment order was necessary. The actual loads experienced 11 
late August exceeded all estimates but were carried with minor exceptions by 
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g of capacity at full output. The situation in this area for the summer 
looks less favorable, 
» coming winter may bring further shortage problems, as indicated in the 
Supply section of this report, but at present it appears that no additional 
lIment orders are necessary except in the Pacific Northwest. Such orders 
are needed will probably be patterned after Order EKO-4. In effecting any 
( iilment program, DEPA will work with the local power distributors and 
will seek maximum local administration. 


Evi sion aids 

Che DPA moratorium on issuance of necessity certificates for accelerated tax 
a tization which began in August 1951 ended in October 1951. Agreement 
was reached between DEPA and DPA with regard to the subsequent processing 
of applications for necessity certificates. It was agreed that applications would 
ontinue to be processed on the basis of the electric-power criteria in effect prior 
to the moratorium, with the resultant formula percentages subject to a post- 
moratorium scale-down required by DPA for postmoratorium cases in all in- 
dustries. 

This procedure was modified with respect to applications involving projects 
to be completed in 1954 in order to take account of geographical variation in 
prospective power-supply conditions and the likelihood of additional large 
defense loads in certain areas. The percentages resulting from application of 
the electric-power criteria are scaled down for the 1954 projects as follows: 
No scale-down in areas of prospective deficiencies margins, single scale-down 
or areas of close margins, and double scale-down for areas of more adequate 
margins This treatment of 1954 cases proposed by DEPA was approved by 
DPA, and these cases have been handled accordingly. With the extension of 
the power-expansion goal into 1955, it is expected that 1955 cases will be processed 

he same manner as 1954 cases. 

The modified procedure for 1954 and later cases followed recommendations 
of the Electric Power Advisory Committee, concurred in by DEPA, that measures 
be taken to avoid lack of regional balance in power supply. A principal threat 
of regional lack of balance arose from prospective financial inability to accom- 
plish required expansion in the critical power areas. It was in these areas that 
the greatest rate of growth in load and generating capacity was already under 
way, seriously depleting financial resources for further expansion. The con- 
tribution which retained earnings might normally make to new construction 
was of course stable, with the result that the amount of new financing necessary 
through bond and stock sales had increased in even greater proportion than 
the amount of plant expansion. As a result, the fund requirements of earlier 
expansion already pressed against the limits of bonded-debt-to-equity ratios 
and market saturation for new equity stock. Under these circumstances the 
availability of temporary tax savings through rapid amortization deductions 
could play a particularly helpful role in financing further expansion in areas 
of critical power supply. The modified procedure for 1954 and subsequent years 
was responsive to this need. 

This background also brings into focus the important role which rapid tax 
amortization has played in power expansion generally, for it has been im- 
portant for the same reasons, albeit in lesser degree, in other areas and for 
earlier years. 

It may be noted that the resulting percentages of rapid amortization in the 
critical power areas in 1954 and later years are no higher than called for by an 
objective appraisal of the hazards of emergency construction ahead of normal 
requirements. This is so because the original electric-power criteria were based 
primarily on the hazard of overdevelopment and the economic burdens and 
handicaps of construction during an emergency period. The modified procedure 
here described merely restored application of the original criteria without 
scale-down for cases in the critical areas. (To comply with the DPA requirement 
that postmoratorium cases be scaled down in the aggregate, it was necessary 
to assign a greater scale-down to the less critical areas, despite the fact that 
the electric-power criteria for necessity certificates already gave effect in part 
to lower rates of expansion in the latter areas. ) 

DPA Regulation 1 on necessity certificates was amended March 1, 1952, to 
provide that projects costing $100,000 or more begun on or after March 1, 1952, 
would not be eligible for certification unless the necessity certificate or a letter 
of predetermination were issued prior to the commencement of construction. Un- 
(er this requirement, delays in the processing of applications could have served to 
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delay starts for essential power-plant construction. With the close cooperation 
the Office of Resources Expansion of DPA, there have been very few delays, and 
these very minor, pending the issuance of a necessity certificate or a letter of 
predetermination. 

In 1951 very few necessity certificate applications were acted upon by DPA 
due to the time required in obtaining initial DPA approval of the electric-power 
criteria, followed by the mid-1951 moratorium. Recognizing the importance of 
tax amortization in aiding power expansion, DPA gave special attention to th 
electric-power cases in early 1952, with the result that these cases are now 
substantially in a current status. 

As of September 1, 1952, 785 applications for necessity certificates had bee: 
received by DEPA involving a total amount of $4,059,539,212. Of these, 714 
applications for electric-utility projects involving $3,473,602,409 had been proc 
essed by DEPA and forwarded to DPA. DPA has granted 513 necessity certifi- 
cates for electric-utility projects in the amount of $3,211,264,683, of which a 
weighted average of 44.4 percent has been authorized for rapid amortization 
DPA has issued 22 necessity certificates for industrial power plants in the amount 
of $99,986,255, of which a weighted average of 52.5 percent has been authorized 
for rapid amortization. DPA has denied 180 electric-utility applications in the 
amount of $163,522,420 and three industrial power-plant applications involving 
$2,208,322. 

Nearly all applications for necessity certificates thus far processed have in 
volved plants coming into service in 1954 or earlier years. As required powet 
expansion for later years gets under way, it is anticipated that additional neces- 
sity certificate applications will be filed. Because of the cumulatively increasing 
importance of the financial aid offered by rapid tax amortization, the necessity 
certificates for the last segments of the power program may be expected to be 
the most important ones issued in aid of that program. 


Industry advisory council 

During the year commencing October 1, 1951, there was only one meeting of 
the Electric Utility Defense Advisory Council—on December 6, 1951. The pur 
pose of the meeting was to inform the council of several new developments and 
obtain an expression of opinion from the industry. The meeting was addressed 
by Mr. Manly Fleischmann, Defense Production Administrator, and Mr. b. W 
Morehouse, chairman of Mr. Fleischmann’s Electric Power Advisory Committee 
Representation of small operators is assured by membership in the Industry 
Advisory Council of a representative of the American Public Power Associa- 
tion and of the National Rural Electric Cooperative Association. 

Personnel 

As of September 1, 1952, DEPA had 113 employees on the Government payrol 
25 w. o. c. consultants and 54 inactive w. o. c. consultants. This number will 
have to be reduced before the end of the current fiscal year to conform with the 
appropriation to DEPA for the fiscal year 1953, which was 22% percent below 
the agency’s budget request as presented to the Congress. Whether the reduced 
number of employees can carry on DEPA’s activities adequately throughout the 
year depends on developments in each of the areas discussed above. Develop- 
ments which may particularly require personnel beyond the budget allowance 
would be a continuation of current materials shortages or the need for adminis 
tering extensive power curtailments resulting from the failure of power capacit) 
to be installed on time. 

From July 2, 1951, Mr. James F. Fairman has served as Administrator of 
DEPA. From October 1, 1951, until May 31, 1952, Mr. John D. Davis served as 
Deputy Administrator. On June 2, 1952, Mr. E. J. Dryer, general counsel 0! 
DEPA, became the Deputy Administrator. 


ACTION ON RECOMMENDATIONS OF JOINT COMMITTEE 


The recommendations of the joint committee are contained in the electric 
power study published as Defense Production Act Progress Report No. 15 (S. Rept 
1062, 82d Cong., 2d sess.). Actions taken as a result of these recommendations 
are as follows: 

1. The joint committee recommended that consideration be given to the crea- 
tion of an Office of Electric Power and that this office be vested with authority 
to issue directives and take action necessary to see that allocation tickets issued 
in connection with the power program are honored promptly. A three-mal 
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Electric Power Coordinating Committee was established on March 26, 1952, 

hich DEPA, NPA, and DPA considered the most effective means of fulfilling 
the recommendation of the joint committee. The joint committee was advised 
of this action at that time. The Electric Power Coordinating Committee consists 
of the Defense Electric Power Administrator as chairman, the Deputy Adminis- 
trator of the National Production Authority, and the Assistant Deputy Adminis- 

ator, Office of Program and Requirements, Defense Production Administration. 
The committee has authority to “coordinate, in accordance with the policies of 
DPA, the actions of the agencies to insure that the approved electric-power ex- 
pansion program of Defense Electric Power Administration is completed on 
schedule.” In carrying out this function the committee is to “specify to DEPA 
and to NPA actions to effect the coordinated presentation of materials require- 
ments and to insure delivery of materials and equipment at the times and in the 
quantities needed to meet authorized construction schedules of generation, trans- 
mission and distribution projects within the approved power program.” The 
committee represents the powers of the three agencies comprising all Defense 
Production Act authority governing material for the power program. The com- 
mittee has made substantial progress in coordinating the presentation of mate- 
rials requirements for electric utilities under the supervision of DEPA with 
requirements for power equipment manufacturers under the supervision of NPA. 
Of particular importance was the committee’s action in obtaining tube rounds 
and other critical shapes of steel for power-equipment manufacturers. 

2. The joint committee recommended that the power program be formally 
recognized by a determination of the size of the program. This was done by the 
establishment on March 19, 1952, of defense-expansion goal No. 55, calling for 
the installation of an additional 32,000,000-kilowatts of capacity during the 
years 1952, 1953, and 1954, above the December 31, 1951, capacity of 75,000,000. 
The establishment of this 32,000,000-kilowatt goal and its revision in August 1952 
are fully discussed in the section of this report entitled “Power Supply.” 

3. The joint committee recommended that the Congress consider the advis- 
ability of adopting a national plan of daylight-saving time. DEPA’s first annual 
report to the joint committee points out that the only significant assistance would 
be in the North Atlantic region and in the Pacific Southwest, two areas of rela- 
tively favorable power-supply conditions at this time. The same conclusion was 
reached by the Electric Power Advisory Committee, which reported that the 
most substantial load reductions would occur in the urban centers of the East, 
where they are not now vitally needed. As the Joint Committee on Defense 
Production recognized in an early section of its report, the power savings through 
daylight-saving time are relatively small in amount. Bven these small savings 
may be needed at some future time, however. The Congress has taken no action 
on this matter, and DEPA considers that no action is required at this time 

4. The joint committee recommended the maximum interconnection of power 
systems where power transfer between systems is practical. DEPA has en- 
couraged interconnections of significance from a power-supply standpoint, and 
has allotted materials necessary for their competion. With one exception, all 
interconnections deemed necessary by DEPA at this stage of partial mobilization 
lave been completed or have been started. The one exception is the proposed 
California-Oregon intertie, which was recommended to the Congress by the 
Department of the Interior with the endorsement of DEPA as a defense-im- 
portant measure. The intertie failed of authorization and in view of the ex- 
pression by Congress of the need for further study an exhaustive study of the 
intertie is now being made by the Federal Power Commission at DEPA’s request. 
The Federal Power Commission has cooperated with DEPA in the review of de- 
sirable interconnections and has been helpful in promoting interconnections by 
granting exemptions from its jurisdiction in a number of instances where desir- 
able interconnections during this emergency would otherwise have been pre- 
vented. 

5. The joint committee recommended increased allocations of raw materials 
required to accomplish power expansion even though this might mean diverting 
materials from some other programs less essential to the national defense. Since 
the joint ecommittee’s recommendation, allotments of materials for the power 
Program by the Requirements Committee of the Defense Production Administra- 
tion have been substantially increased. Also, greater expediting assistance in 
securing the delivery of materials has been granted, representing some measure 
of recognition of the relative importance of the power program. Such recogni- 
tion has not been extended, however, to according the power program a program- 
wide special preference in the cashing of allotments. While such a program- 
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wide special preference was not needed in the first two quarters of 1952, 9 
period of relatively good materials availability, it has been urged by DEPA 
recently because of the widespread failures in materials deliveries anticipate 
and already experienced due to the steel strike. As discussed more fully in the 
section on materials and equipment, special expediting assistance has beep 
accorded selected projects related to AEC as a result of the steel strike diffiey 
ties, but for the reasons there described those measures do not meet the needs of 
the whole power program. 

Other recommendations of the joint committee, action upon which rests 
primarily with other agencies, are the following : 

6. The joint committee recommended that the Atomic Energy Commission give 
attention to the possibility of adding controlled atomic fission to the sources 
of energy available for industrial uses. This is a matter outside the jurisdiction 
of DEPA. It is understood that the Atomic Energy Commission has bee; 
working with utilities in this field. 

7. The joint committee recommended that consideration be given by appro- 
priate authorities to complementing hydroelectric plants with thermal plants, 
In its approval of projects and the distribution of materials for the construction 
of projects, DEPA has acted in a manner consistent with this recommendation 
Private utilities having hydroelectric generation also in most cases have stean 
plants operating in a complementary manner. In the area of Federal hydroelee 
tric development, this is true, however, only of the Tennessee Valley Authority 
Proposals for steam plants supplementing other Federal hydroelectric plants 
have been the subject of consideration by the Congress and are still under study 
Not until such plants are authorized would they become applicants for DEPA 
action. 

8. The joint committee called attention to the desirability of further develop 
ment of hydroelectric power and to the need for advance planning in view of th: 
long lead time involved in the construction of such projects. Because of the 
long lead time factor, DEPA’s power supply planning for the Pacific Northwest, 
an area primarily dependent upon hydroelectric power, is projected 5 years ahea: 
compared with 3 years ahead for the rest of the country. All hydroelectric 
projects submitted to DEPA for authorization to begin construction and ma 
terials allotments have been acted upon favorably. Extraordinary steps have 
been taken to expedite material and equipment deliveries for hydroelectric proj 
ects in the Pacific Northwest as well as to overcome other obstacles such as 
financing difficulties facing such projects in that area. Some of these projects 
have thus far been frustrated, however, by litigation in the State courts. The 
full development of Federal hydroelectric projects depends, of course, upon 
congressional authorization. 


PETROLEUM ADMINISTRATION FOR DEFENSE 


General programs conducted by the Petroleum Administration for Defense 
include the following: 

1. Forecasting of free-world demands for crude oil and its products under 
conditions of (a) mobilization and (0b) possible all-out war. 

2. Determination of the supplies of crude oil available by areas in the United 
States and in other countries this side of the iron curtain. 

3. Determination of the usable capacity for refining crude oil by areas within 
the United States and by countries throughout the free world. 

4. Determination of the usable capacity of all facilities commonly used in 
transporting petroleum or its products—pipelines, tank cars, tank trucks, barges, 
and tankers. 

5. Determination of what expansion, if any, is needed in production, refining, 
and transportation to meet the forecast demands. 

6. Forecasting of demands for natural, manufactured, and mixed gas under 
conditions of (@) mobilization and (0) possible all-out war. 

7. Determination of available supplies of natural gas by areas in the producing 
fields. 

8. Determination of the potential capacity for production of manufactured gas. 

9. Determination of the transmission capacity of natural-gas gathering sys 
tems, trunk pipelines, and distribution systems. 

10. Determination of what expansion, if any, is needed in production or trans 
portation to meet the forecast demands for gas. 

11, Determination of the capacity of those supporting industries that con- 
tribute all or most of their output to the oil and gas industries—manufacture of 
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oil-field equipment, of certain refining catalysts, and of tetraethyl lead, for 
exalmple—and of any expansion of those industries necessary to meet forecast 
demands. 

12. Determination of the amount of materials needed in the oil and gas indus- 
tries and closely related industries to maintain current capacity and to provide 
needed expansion. 

13. Presentation before DPA and NPA of the claims for these materials and 
the justification for the claims. 

14. Distribution of the materials allotted by DPA to PAD among the various 
operating units of the industries, giving due priority to projects most urgently 
needed in the defense mobilization program. 

15. Determination of the extent to which incentives for expansion of capac- 
ity—necessity certificates for accelerated tax amortization, for example, or 
defense loans—are required in each part of the industries involved. 


AUTHORITY 


PAD gets its powers from the following authorities : 

The Defense Production Act of 1950, as amended (50 U. 8. C. App. Supp. V, sec. 
2061 et seq.; Public Law 429, 82d Cong., 2d sess.) ; 

Executive Order 10161, September 9, 1950, as amended (15 F. R. 6105; 16 
F. R. 61, 8789; 17 F. R. 1171) ; 

Executive Order 10200, January 3, 1951 (16 F. R. 61): 

DPA Delegation 1, January 24, 1951, as amended November 38, 1951 (16 F. R. 
11245) ; 

DPA Order 1, May 24, 1951, as amended (16 F. R. 4913, 11088; 17 F. R. 899) ; 

DPA Regulation 1, as amended February 14, 1952 (17 F. R. 1467); 

DTA Delegation 6, May 5, 1951 (16 F. R. 4149) ; 

NPA Orders M-46, M-46A, and M—46B; 

NPA Delegation 9, February 26, 1951 (16 F. R. 1908) ; 

NPA Delegation 13, May 25, 1951 (16 F. R. 5024; as amended June 1, 1951, 
16 F. R. 5295) ; 

Supplement 1 to NPA Delegation 13, June 30, 1951 (16 F. R. 6406) ; 

NPA Delegation 14, as amended March 6, 1952 (17 F. R. 1971); 

Interior Department Order 2591, October 3, 1950 (15 F. R. 6767; as amended 
December 21, 1950, 15 F. R. 9529; as amended J'anuary 29, 1951, 16 F. R. 932; 
as amended March 27, 1951, 16 F. R. 2896) ; 

Revenue Act of 1950, September 23, 1950 (64 Stat. 939). 

Interior Department Order 2193 established the Oil and Gas Division within 
the Department. Interior Department Order 2602, issued December 1, 1950, 
transferred to PAD most of the Oil and Gas Division functions except the admin- 
istration of the Connally “Hot Oil” Act. 


COOPERATIVE ACTIVITIES 


PAD since its inception has established close working relationships with a 
large number of other Government agencies. 

On January 17, 1951, for example, the agency concluded an agreement with 
NPA by which NPA agreed to delegate to PAD its authority over production and 
distribution of tetraethyl lead fluid, petroleum cracking catalysts, special in- 
hibitors used in gasoline, lubricating-oil additives, fluids and additives made 
especially for well drilling. PAD for its part delegated to NPA authority over 
production and distribution of carbon black, ammonia, butyl rubber, and other 
synthetic rubbers and also delegated to NPA authority over distribution of 
haphthenates and a number of other widely used products. Effective May 14, 
1951, PAD delegated authority over the distribution of petroleum coke to the 
Administrator of the Defense Solid Fuels Administration, Department of the 
Interior. On May 7, 1951, for another example, the Defense Transport Admin- 
istration delegated to PAD authority for control over facilities for bulk storage 
of petroleum and gas, since tank storage is so closely related to refining and 
marketing. 

Details of these delegations are available in Senate Report No. 1040 (S2d Cong., 
Ist sess.), First Annual Report of the Activities of the Joint Committee on 
Defense Production, pages 288-290. 

Close working relationships have been established between the Federal Power 
Commission and PAD on matters relating to gas and between the Interstate Oil 
Compact Commission and PAD on matters relating to oil. Particularly close 
telationships have been established between PAD and the Texas Raiiroad Com- 
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mission and the Louisiana Department of Conservation as well as other State 
petroleum regulatory bodies. 

Distribution of controlled materials to oil and gas operators in foreign coun- 
tries, except for Canada, is handled cooperatively by PAD, the Mutual Security 
Agency, and the Office of International Trade. Distribution of materials to 
operators in Canada is effected through joint arrangements between PAD, the 
Canadian Division of NPA, and Canada’s Department of Defense Production, 
Toronto, Canada. 

PAD regularly calls on the Bureau of Mines and the Geological Survey for 
special statistical surveys and technical field studies. 

Two interagency committees are chairmanned by PAD representatives : 

1. The Foreign Petroleum Committee, which includes representatives of the 
Department of Defense (Munitions Board, Office of Petroleum Programs), the 
Department of Commerce (OIT and Maritime Administration), the Department 
of State, the Mutual Security Agency, the Defense Production Administration, 
and the National Production Authority. 

2. The Foreign Petroleum Materials Committee, which includes representatives 
of NPA, the Department of State, the Department of Defense, OIT, CPA, and 
MSA. 

PAD’s Assistant Deputy Administrator in charge of Foreign Petroleum Op- 
erations is the United States representative on the Petroleum Planning Com- 
mittee of the North Atlantic Treaty Organization and is a special consultant 
to the United States Ambassador at large to NATO. 


PROGRESS OF THE PROGRAM 


Calendar 1951 saw a new all-time record for well-drilling established in the 
United States—44,516 wells were drilled. Of these, 23,453 were producing oil 
wells, 3,080 were producing gas wells, 1,380 were service wells, and 16,653 were 
dry holes. PAD had hoped, basing its expectations on industry plans, that a 
total of 50,000 wells would be drilled during calendar 1952. Such drilling would 
have increased the Nation’s capacity for producing crude oil from 7,200,000 bar- 
rels a day as of January 1, 1952, to 7,722,000 barrels a day by year’s end. Loss 
of steel production during the steel work stoppages made impossible the produc- 
tion of pipe for this large a program, however. It is now estimated that 4°00 
wells will be drilled during the year—still a record high—and that productive 
capacity will be 7,609,000 barrels a day at year’s end. 

From June 13, 1951, effective date of the beginning of the Controlled Ma- 
terials Plan for the oil and gas industries, through August 29, 1952, PAD had 
received 5,425 applications for permission to complete or construct a petroleum 
or gas project. Four hundred and one applications, for projects valued at $452,- 
496,892, were either denied by PAD or withdrawn by the applicants. A total 
of 4,878 applications were approved for projects valued at $4,724,772,922. 

Approvals by industry categories were the following: 


Gas __ $1, 903, 120, 365 
Refining acta A. 1, 368, 651, 658 
Supply and transportation_ . 1, 179, 275, 185 
Natural-gas processing 308, 296, 090 
Marketing 21, 298, 479 
Production 49, 131, 145 


A total of 146 applications were being processed by PAD at the end of August. 

Also as of August 29, 1952, PAD had received applications for accelerated tax 
amortization on oil and gas projects valued at $3,833,791,000. It recommended 
to DPA approval of accelerated amortization on an average of 53 percent of the 
$2,830,497 ,000 cost of the projects it found worthy of necessity certificates, dis- 
allowed amortization on $49,312,000 of the cost, and recommended denial of 
amortization on $335,172,000 of the cost. Applications for accelerated amortiza- 
tion on projects valued at $606,827 were still being processed by PAD at the end 
of August. 

An August survey by PAD disclosed that since the beginning of the Controlled 
Materials Plan on July 1, 1951, the industry had started construction of new 
basic refining facilities in the United States with an aggregate capacity for 
819,000 barrels a day of crude oil, planned total expansion of these facilities by 
1,215,000 barrels a day. Facilities with a capacity of 528,600 barrels a day were 
scheduled—discounting delays caused by the steel strikes—for completion by 
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iary 1, 1958, with the total rising to 742,460 barrels a day by July 1, 1953. 

Production of tetraethyl lead fluid, used to increase antiknock qualities of 

r gasolines, improved sufficiently during the year to permit PAD to suspend 
mitations on the use of the fluid in gasoline. Section 3 of PAD Order No. 1, 
the section that spelled out the limitations, was suspended April 1, 1952. 

Sufficient gas-transmission lines were laid during the past 12 months to permit 
PAD on August 22, 1952, to modify and liberalize its PAD Order No. 2, originally 
effective August 22, 1951, and designed to slow down extensions of natural-gas 
uses in areas where shortages threatened. The amended order completely re- 
moved restrictions on extensions in areas of Michigan not served with gas sup- 
plied wholly or partly by the Michigan-Wisconsin Pipe Line Co. It also modified 
restrictions in the areas in which it remains effective—Connecticut, Delaware, 
the District of Columbia, Massachusetts, those parts of Michigan served by the 
Michigan-Wisconsin Pipe Line Co., New Jersey, New York, and Rhode Island. 

Disparities between Gulf and east coast ceiling prices on heating oil plus high 
tanker rates for the haul from the Gulf to the East made it impossible for some 
suppliers economically to get enough oil to meet their commitments for the winter 
of 1951-52. As a result a shortage of heating oil threatened on the east coast. 
With the approval of the Department of Justice, PAD succeeded in concluding 
a voluntary agreement, effective February 19, 1952, under which 12 companies 
agreed to join in supplying oil and kerosene over and above their own commit- 
ments to suppliers in need. These 12 companies served on an East Coast Supply 
Committee and at PAD direction supplied 1,700,000 barrels of heating oil and 
kerosene to avert shortages in the Boston, New Haven, and New York areas. 
(Scheduled to conclude automatically on April 30, 1952, the East Coast Supply 
Committee in effect was terminated April 5, 1952.) 

At the time the agreement was being effected, the Office of Price Stabilization, 
at PAD’s request, promised to review the heating-oil ceiling prices with a view 
toward preventing possible shortages in the winter of 1952-53. In July, OPS 
approved an increase in east-coast ceilings of 0.8 cent a gallon. 

During the past 12 months PAD also worked to make up several specialized 
shortages: 

1. To avert a threatening deficit of 2,100,000 barrels of Navy Special Fuel Oil 
below naval requirements, PAD on October 1, 1951, directed four companies to 
supply the oil during October, November, and December. It also directed 14 
other companies to make up on a pro rata basis any deficits in grade C fuel oil 
the four primary suppliers might suffer as a result of the diversion of their 
stock to production of Navy special. 

2. In an effort to increase the available supplies of aviation gasoline to meet 
expanding military and civilian demand, PAD on October 19, 1951, issued two 
rders. One, PAD Order No. 3, prohibits the use of alkylate and certain other 
blending agents in anything but aviation gasoline and requires the use of avail- 
able raw materials for production of alkylate as directed by PAD. The second, 
PAD Order No. 4, puts a floor on the amount of tetraethyl lead to be used in the 
manufacture of aviation gasoline—4 cubic centimeters for each gallon to be used 
by domestic airlines, 4.6 cubic centimeters for each gallon to be exported. 

8. In the late summer of 1952, PAD helped avoid a possible shortage of jet 
fuel for the military by persuading refiners voluntarily to increase their pro- 
(uetion of the fuel. 

These three situations provide examples of three of the principal means by 
which PAD has worked to avert shortages detrimental to the defense program— 
hy order, by directive, and by persuasion to cooperation. Chief reliance has been 
placed on the third of the methods. 

Free-world supplies of petroleum and its products came into sufficient balance 
with demands during the year so that the Secretary of the Interior was able on 
July 8, 1952, to revoke plan of action No. 1 under the voluntary agreement relating 
to the supply of petroleum to friendly nations, effective June 25, 1951. This plan 
of action, itself effective July 26, 1951, was designed specifically to permit, at 
Government direction, trades and other transactions among 19 American com- 
panies with operations abroad in order to relieve free-world shortages caused 
by the shutting in of Iranian production of crude oil and products as a result of 
the controversy over nationalization of Iran’s oil. Transactions involving 
45,987,000 barrels of crude oil and refined products were covered in 25 schedules 
approved and issued by the plan’s administrator, the Assistant Deputy PAD 
Administrator in charge of foreign petroleum operations. The voluntary agree- 
ment itself was continued in existence to provide a mechanism by which PAD 
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could keep itself fully informed of statistics on foreign petroleum supply and 
demand. 

In mid-August a PAD survey determined that foreign refiners in countries this 
side of the iron curtain were planning construction to increase the capacity in 
these countries from approximately 5,000,000 barrels a day as of the end of 1951 
to 5,800,000 barrels a day as of the end of 1953. Indications were that the follow- 
ing will be the approximate foreign capacities in specialized facilities by the end 

f 1953 by comparison with those capacities at the end of 1951: 
Catalytic cracking: 500,000 barrels a day as against 200,000. 
Catalytie reforming: 15,000 barrels a day as against none, 
Thermal cracking: 900,000 barrels a day as against 870,000. 
Thermal reforming: 400,000 barrels a day as against 350,000. 
Lubricating oil: 75,000 barrels a day as against 57,000. 


NEED FOR THE PROGRAMS 


In 1940 the Nation was using about 4,000,000 barrels a day of petroleum prod- 
ucts, had a capacity to produce more than 5,000,000 barrels a day. The unused 
reserve capacity at the time was 34 percent above domestic consumption. With 
the outbreak of war this reserve was quickly used to take care of rapidly ex 
panding demands. 

Today domestic consumption of petroleum products is about 7,200,000 barrels 
a day, and national capacity to produce is only some 8,000,000 barrels a day 
Our reserve is only about 10 percent of consumption, and this provides only 
small cushion for possible emergency. 

How severe the effects of even temporary dislocation of the petroleum industry 
can be was demonstrated during May 1952, when work stoppages closed dow 
some 35 percent of the Nation’s refining capacity. PAD had immediately 
through PAD Order No. 5, to limit the inventories of all petroleum products ir 
the hands of resellers and to require agency approval for exports of the products 
Through PAD Order No. 6 it barred sports and pleasure flying and restricte 
other flying to 65 percent of the March use of aviation gasoline. The restrictions 
were lifted as soon as the petroleum strikes had been settled, but the country 
had had abundant evidence of how thin was its margin of safety on petroleum 
supplies. 

Military demands continue to increase as the tempo of the defense program 
increases, and the armed services find themselves looking always for more and 
more products, especially aviation gasoline, jet fuel, Diesel fuel, and Navy spe 
cial fuel oil. During fiscal 1952 the armed services purchased, in the United 
States and abroad, approximately 150,000,000 barrels of petroleum products. For 
fiscal 1953 they plan purchases of some 200,000,000 barrels. 

Free-world supplies in general, while in rough balance, must be expanded t 
meet growing demands. 

With the full approval of the National Security Resources Board and the De 
fense Production Administration, PAD now is engaged in a program of encou 
aging the industry to build a reserve productive capacity in the United States 
for crude oil of at least 1,000,000 barrels a day, with other industry facilities 
in step with that goal. 

SMALL BUSINESS 


PAD generally has taken pains to see to it that small business in the oil a1 
gas industries is protected. Two programs in particular have been geared t 
this particular interest: 

1. In allocating oil-country tubular goods—casing, tubing, and drill pipe used 
in drilling and setting wells—that are available to it, the agency has made sure 
that smaller operators get their full share of the available pipe. Regularly it 
sets aside 5 percent of the available tubular goods in emergency field stocks 
which are reserved almost completely for use by smaller operators in their wild- 
cat (exploration) activities. Over the quarters of the Controlled Materials 
Plan smaller operators—those who normally drill fewer than 40 wells in a year 
have received approximately 35 percent of the available pipe; larger operators, 
65 percent. This ratio corresponds to that customary in the history of the in 
dustry. For the fourth quarter of 1952, when only conversion pipe—pipe made 
from steel a mill gets from other than its regular source of supply—will be 
available in any quantity, smaller operators have been assigned 42 percent of the 
31,000-ton total allocation; larger operators, 58 percent. 
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» In recommending accelerated tax amortization on new refining facilities 
PAD has given special consideration to applications from smaller refiners. If 
all the projects PAD has approved are completed, the smaller refiners—those who 

ally run 20,000 barrels a day or less of crude—will have 6.5 percent of the 

talytic-cracking capacity of the Nation, the most modern and efficient of all 

refining capacity. As of January 1, 1951, they had only 1.8 percent of the 
ulytie-cracking capacity. 


PERSONNEL AND ADVISORY COMMITTEES 


As of August 31, 1952, PAD had 340 employees on its rolls. Of these, 269 oecu- 
classified positions; 32 were administrative, executive, or technical per- 
sonnel serving without compensation by appointment under section 710 (b) of 
he Defense Production Act of 1950; 36 were part-time consultants serving with- 
t compensation by appointment under section 710 (b) of the Defense Produc- 
Act of 1950, and 3 were experts or consultants with compensation by ap- 
intment under section 710 (c) of the Defense Production Act. As of September 
0, 1951, there were 353 employees on the PAD rolls, so the year has seen a de- 
ine of 138 employees. Further reductions are scheduled. 

The Gas Industry Advisory Council was established in March 1951, under sec- 

n 701 (b) of the Defense Production Act of 1950. Set up by the Secretary of 

Interior, the council advises the Secretary and PAD on gas matters relating 
itional defense. Advice of the council is available to all other Government 
gencies. 

Che Secretary of the Interior, with the approval of the Attorney General, has 
ade available to PAD the services of the National Petroleum Council. This 
ouncil was established in June 1946 by the Secretary of the Interior at the 
express suggestion of the President. It is designed to provide advice and coun- 
sel on national oil and gas matters and to serve as a liaison between the Federal 
Government and the petroleum industry. The council is the peacetime equiva- 
ent of the Petroleum Industry War Council. Its services are available to other 
igencies of the Federal Government through the Secretary of the Interior. 

Nineteen American companies with petroleum operations abroad serve on the 
Foreign Petroleum Supply Committee, which was established under terms of 
the voluntary agreement relating to the supply of petroleum to friendly na- 
ions. This agreement itself was authorized June 25, 1951, after consultation 
with the chairman of the Federal Trade Commission and approval by the At- 
torney General, by the Director of Defense Mobilization in accordance with the 
provisions of section 708 of the Defense Production Act of 1950. The agreement, 
n which the 19 companies participate, authorizes the formation of the Foreign 
Petroleum Supply Committee and Subcommittees to consider petroleum supplies 
n friendly foreign nations and to recommend action designed to prevent, elimi- 
nate, or alleviate any shortages that threaten to affect or do affect the defense 
nterests of the United States. Members of the committee and the subcommit- 
tees are appointed by the Secretary of the Interior as Petroleum Administrator 
for Defense. All 19 participating companies are entitled to representation on 
ul committees under the agreement. The work of the committee is used by the 
Defense Department, State Department, Mutual Security Agency, and the Office 
f International Trade and Maritime Administration of the Department of 
Lommerce, 

Until January 7, 1952, PAD made use of the Military Petroleum Advisory 
Board, created by Interior Order 2562 of April 26, 1950, at the request of the 
War and Navy Departments. On January 7, 1952, however, by amendment 1 
to Interior Order 2562, the Secretary of the Interior transferred the functions 
f this Board to PAD, though he retained the framework of the Board for 
wssible future use. On February 15, 1952, the Deputy Administrator of PAD 
amed two new committees to help carry out the functions transferred to the 
igency—the Military Fuels General Advisory Committee and the Military Fuels 
lechnieal Advisory Committee. Both groups confine their work to study of and 
ecommendations on problems of military fuels. 

During the May strikes in the petroleum industry the Secretary of the In 
erior, on May 13, 1952, with the approval of the Department of Justice, pro- 
vided for possible appointment of regional, State, and local industry committees 
to study the facts of petroleum supply and recommend ways to meet shortages. 
It was never found necessary to appoint the committees, however, and the 
Secretary of the Interior terminated the specific authority for their appoint 
ment on July 7, 1952. 
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PROBLEMS AHEAD 


Major problems now confronting PAD may be briefly summarized as follows 
1. Insure sufficient materials, particularly steel, to permit fulfillment of the 
essential expansion goals for the oil and gas industries and distribute the 
in accord with the demands of defense and of equity among operators. 
2 Insure sufficient supplies of petroleum products—especially aviatior 


oline, Diesel fuel, jet fuel, and Navy special fuel oil, which continue to be j; 
tight supply—to satisfy the needs of the military. 

3. Insure production, transportation, and distribution of enough middle dis 
tillates—kerosene, home-heating oil, and Diesel fuel—to the east coast to p 
vent a shortage there during the winter months of peak demands, 





DEPARTMENT OF AGRICULTURE 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., October 8, 1952 
Hon. Burner R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 

Dear SENATOR MAYBANK: In reply to your recent request, we are submitting 
the attached manuscript as the Department’s contribution to the annual report 
the Joint Committee on Defense Production will make to the Congress. The 
material has been prepared according to the outline in your letter of August 22 

Sincerely yours, 
WESLEY McCune, 
Executive Assistant to the Secretar; 


AGRICULTURE'S DEFENSE ACTIVITIES 


The Secretary of Agriculture, by Executive Orders 10161 and 10200, and Dy 
fense Production Administration delegation No, 1 has been vested with broad 
authority under the Defense Production Act of 1950, as amended, with respect 
to food, plant fibers not included in the definition of food (except abacé), far: 
equipment, and commercial fertilizer. Food is defined to include all commodities 
or products that are capable of being consumed by human beings or animals as 
well as fats and oils, naval stores, tobacco, wool, mohair, cotton, hemp and flax 
fibers. 

The Secretary is authorized— 

(1) To exercise allocation and priority functions with respect to food 
This includes the issuance of orders restricting or prohibiting the use of food 
by manufacturers, providing for inventory controls, and requiring that a cer 
tain portion of the production of a manufacturer be set aside for specified 
essential uses. Whenever the available supply of food is insufficient to meet 
all needs, the Secretary and the Administrator, Defense Production Ad 
ministration, jointly determine the over-all division of the available supply 
as between food for industrial needs (agricultural commodities used in 
nonfood products) and food for human and animal consumption. The Se 
retary, however, exercises allocation and priority authority with respect 
to all such food, subject to the provisions of an agreement between the De 
partment and the National Production Authority, Department of Con 
merce. In addition, the Secretary is authorized to exercise the allocation 
and priority functions in relation to domestic distribution of farm equip 
ment and commercial fertilizer. 

(2) To requisition food, farm equipment, and commercial fertilizer 

(3) To act as claimant before any other agency vested with authority 
under the Defense Production Act for materials and facilities deemed neces 
sary for provision of an adequate supply of the materials and facilities for 
which he has responsibility. 

(4) To certify to the Reconstruction Finance Corporation and the Export 
Import Bank the essentiality of loans for the expansion of capacity, develop 
ment of technological processes or production of essential materials in the 
case of food and food facilities and, in certain cases, plant fibers. The Sec 
retary may purchase or make commitments to purchase food for Govern 
ment use or for resale for industrial uses or stockpiling, and take such action 
with respect to plant fibers upon certification of the Defense Productior 
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\dministrator. The Secretary may also certify programs for such procure- 
ent of food to the Defense Materials Procurement Administrator. Recom- 
endations for the issuance of certificates by the Defense Production 

\dministrator with respect to loans and procurement in the cases of farm 
ichinery and fertilizer may be made by the Secretary. As a “guaranteeing 

igeney,” the Department is authorized to develop and promote measures for 

the expansion of productive capacity and to guarantee financial institutions 
igainst loss in financing contractors in connection with defense contracts, 

Che Secretary also makes recommendations on applications for certificates of 
ecessity for tax amortization under section 124A of the Internal Revenue 

Code relating to facilities for food, fertilizer, and farm machinery. 

rhe Secretary is a member of the Defense Mobilization Board whose primary 
tion is to serve in an advisory capacity to the Director of Defense Mobiliza- 
yn on all matters pertaining to mobilization activities of the Government 


AGRICULTURE S DEFENSE PROGRAM 


Based on the authority of Executive Orders 10161 and 10200, the Department 
es in a variety of ways to help the Nation’s agricultural producers meet 
se requirements for food and essential materials and to bring about equitable 
bution of such products. 
Che Department— 

(1) Determines over-all requirements of food and farm-produced raw 
materials for the civilian population, the Armed Forces, defense industries, 
essential reserves, and exports to friendly countries. 

(2) Sets production goals in line with these requirements designed to 
guide farmers and others responsible for farm production. 

(3) Helps farmers gear production plans to national needs and adjust 
farming practices to current conditions through agricultural mobilization 
committees organized in every State and county in the United States. 

(4) Allocates available supplies of food and fiber to meet requirements 
of military, foreign, industrial, and civilian users—implementing this func- 
tion with defense food orders when necessary. 

(5) Acts as claimant agency for machinery, equipment and supplies, 
metals, chemicals, other critical materials and facilities on behalf of food 
and fiber producers, processors, and wholesale distributors. 

(6) Works with other agencies of the Government in promoting the expan- 
sion of plant capacity affecting materials and supplies for agricultural 
production, processing, and wholesale distribution. 

(7) Computes prices for agricultural commodities necessary to determine 
legal minimum prices for use in connection with establishment of ceilings 
by the Office of Price Stabilization. 

(8) Cooperates with other agencies of the Government in meeting farm 
manpower problems. 

(9) Sets up import controls and, with the Department of Commerce, acts 
when necessary to conserve supplies by setting up export controls. 

(10) Carries out research in the fields of food and fiber production and 
agricultural economics specifically related to the Defense Production Act and 
other aspects of the Nation’s defense mobilization program. 


Production goals program 


In the national mobilization effort, it is agriculture’s task to feed and clothe 
more than 155 million Americans, to help equip and supply our expanded mili- 
tary forces, and to furnish food to friendly nations allied with the United States 
in defending the free world. In addition, agriculture is giving full support to 
stabilization of the Nation’s economy by producing abundantly, increased pro- 
duction being a primary weapon against inflation. 

Basie to achieving these objectives on the Nation’s farms and ranches is the 
Department’s production goals program. Developed for States and counties as 
well as on a national basis, the goals provide a guide to farmers in making their 
individual production plans in line with the country’s over-all need. 

In 1952, American farmers were called upon to increase total agricultural 
production to a new record level—almost 50 percent higher than the annual 
farm output in the years immediately preceding World War II. 

Special emphasis was placed on increased production of corn and other feed 
grains to provide the feed needed for our large livestock population. The goal 


or co f l ros € ic © 2 27 ; i . slo > ea > 
f rn, for example, was established at 3,375 million bushels—9 percent mor: 
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than in 1951, and that for grain sorghums at 200 million bushels—20 percent 
larger than in 1951. Continued high output was called for in the case of wheat. 
cotton, and other defense-important crops. 

Although drought in the South curtailed production of some crops, notably 
cotton, farmers in September were making reasonably good progress in goal at 
tainment. sy early September 1952, it looked as though agricultural outp 
this year would be about 144 percent greater than in 1951 and some 8 to 4 per 
greater than in 1950. This achievement, and particularly the increased produ 
tion of vitally needed feedstuffs, was stimulated by the production-goals pr 
gram, which represents a matching of estimated requirements against capa 
to produce, 

Another year of record high farm output will be the aim of the 1953 produ 
tion-goals program, for which planning was started early in 1952. Feed-grain 
production again will receive primary emphasis, since livestock continue to con 
sume more grain than is available from current production. Feed-grain re 
serves at the end of the 1952 feeding year are expected to be only about half as 
large as in 1949 and 1950. 

The 1953 wheat goal calls for 1,080,000,000 bushels from 72,000,000 acres 
as compared with nearly 1,300,000,000 bushels from about 77,500,000 acres seeded 
in 1952. The reduced goal reflects the generally improved supply situation for 
wheat resulting from a near record 1952 crop. sarley, rye, winter oats, winter 
flaxseed, and winter cover-crop seed goals call for increased production, as sup- 
plies of these grains and of some cover-crop seeds are below desirable levels 
Goals for other crops will be announced, as usual, far enough in advance of the 


-. 


planting season to guide farmers in making their 1953 production plans. 
Meeting special production needs 

Castor beans.—A special domestic production program for castor beans, un 
dertaken by the Department of Agriculture in cooperation with the Department 
of Defense, is in its second year. This crop is essential to numerous chemica!] 
and industrial materials and such military items as jet engine lubricants. Under 
the 1951 program, about 84,000 acres were contracted to castor beans, of which 
about 68,000 acres were harvested. Acreage abandonment was high and yields 
were low because of adverse weather conditions. Total production of castor 
beans from the harvested acres was about 21,000,000 pounds. The Commodity 
Credit Corporation acquired about 2,173,000 pounds of castor beans from the 
1951 crop from which, in addition to seed stock retained, approximately 634,000 
pounds of oil were processed. The oil was sold to the General Services Admin 
istration for inclusion in the national stockpile. 

It is estimated that about 121,000 acres have been planted to castor beans 
under the 1952 program. Additional harvesting machinery and hulling and stor- 
age equipment have been provided to take care of the expanded program. Pre- 
liminary estimates indicate that this year’s harvest will double yields per acre 
of last year because of more favorable weather conditions, improvement in vari- 
eties planted, and development of better methods and machinery for planting, cul- 
tivating, fertilizing, harvesting, and hulling the crop. 

Guayule for rubber.—To meet a possible emergency which would require do- 
mestic rubber production, guayule plantings have been established to provide a 
reserve supply of seed. This was done by direction of the Munitions Board 
of the National Military Establishment and the Defense Production Administra- 
tion. Under this program, which is to be terminated December 31, 1952, a rubber 
seed stockpile of some 10,000 pounds of fresh seed has already been built up. 
The seed is being stored under conditions where it will remain viable for up to 
10 years. Improvements in seed-picking machinery during the past year have 
resulted in 90 percent efficiency in harvesting guayule seed as compared with 
50 percent efficiency of wartime equipment and less than 70 percent efliciency 
of equipment available in 1951. Guayule processing methods developed by the 
Department have been accepted by industry as capable of producing rubber that 
is a complete substitute for the hevea rubber normally used. 

Kenaf for fiber.—A seed-production and fiber-purchase program for kenaf, a 
soft fiber plant similar to jute, was continued at the request of the Munitions 
Board, after certification by the Defense Production Administration that such 
a program is in the interest of national defense. Approximately 200,000 pounds 
of kenaf fiber produced in 1951 were sold in 1952 by the Commodity Credit 
Corporation on a bid basis to domestic manufacturers in such manner as to 
promote its widest distribution and most complete commercial testing, A portion 
of the 1,155,000 pounds of 1951-crop seed purchased in Florida, Cuba, and Guate- 
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were resold. More than 20 producer-contractors participated in the 1952 
program in 7 Western Hemisphere areas, Under the 1952 program, a 
maximum of 15 million pounds of fiber will be purchased. Meanwhile, progress 
ng made in research to develop kenaf varieties with disease resistance, 
quality fiber, and better adaptation to conditions in the United States, 
nroved methods of harvesting and processing, including grade determinations, 
also being developed. 


als and facilities for farm production 


exercising its delegated responsibility under the Defense Production Act 

f 1950, as amended, the Department has continued to develop requirements for 
iltural materials and facilities and, as claimant for agriculture, has pre- 
sented such requirements to the appropriate defense production agencies. Needs 
e been determined for fertilizer, pesticides, farm machinery, electrical wir 
naterials, baling and fencing wire, food and fiber processing equipment, 
tainers and other materials and facilities for production, processing, and 
vholesale distribution of food and fiber. In order that such requirements should 
be made as accurate and as realistic as vossible, the Department from time to 

e has conducted surveys and studies through its field organization under the 
neral leadership of the Agricultural Mobilization Committees, especially 

ugh its field organization under the general leadership of the Agricultural 
Mobilization Committees, especially through the PMA State, county, and com- 

nity committees, 

The Department also has maintained close liaison with the defense production 

encies through membership on standing committees and otherwise, and has 

ored and supported actions to permit agriculture’s requirements to be met. 

In addition to this basic responsibility, the Department has assisted numerous 

lividual farmers, food processors, manufacturers, and distributors in obtain 
ng needed materials, equipment, and facilities either through sponsoring or 
supporting priority or directive action or through informal negotiation with NPA 
nd suppliers. 

Fertilizer—In order to attain production of needed food and fiber, improve 

tive capacity of our soils for sustained high-level production, and im- 
rove farm incomes, the Department has sponsored an expansion program for 
70 percent more nitrogen, 55 percent more phosphate, and 51 percent more potash 
an was available for 1950-51. These amounts were based on studies of agri- 

ture’s capacity to produce in relation to the need for increased production and 
ated factors. 

rhe nitrogen expansion program proposed by this Department was authorized 
y DPA January 4, 1952, when it announced a defense production goal aimed at 
providing 2,185,000 tons of nitrogen a year for agriculture by 1955, an increase of 
900,000 tons, or 70 percent-above the 1950-51 level. DPA has been advised that 
this goal would be inadequate under conditions of full war mobilization. There 
s also the probability that with full mobilization, military requirements would 
seriously reduce the amount available for agriculture, at least until additional 
plants could be constructed, requiring about 2 years. 

A phosphate expansion goal was announced by DPA August 8, 1952, which 
included an increase of 1,250,000 tons of P.O; to bring the total for fertilizers to 
3,485,000 tons by 1955, a 55-percent increase over 1950-51. Corresponding goals 
for phosphate rock and phosphatic feed supplement production also were an- 
nounced, An increase of 740,000 additional tons of potash is called for in goals 
announced on August 15, 1952, bringing the total for 1955 to 2,185,000 tons, an 
increase of 51 percent over that available for 1950-51. 

Certificates of necessity, permitting accelerated tax amortization, have been 
issued as needed for the new nitrogen construction and are being issued for 
phosphate plant construction. It appears that the potash expansion goal will be 
met without recourse to special tax benefits. At present fertilizer supplies are 
short and probably will continue short until the bulk of the new plants being 
constructed come into production. 

The possibility of delays in the fertilizer construction program and a shortage 
. steel pressure-type tanks for storage of anhydrous ammonia, as a result of 
he steel strike, are major problems at present. 

The Department and the Association of Land Grant Colleges and Universities 
inhounced a joint program on September 11, 1952, which has as its objective 


br 


winging about more efficient use of fertilizer and lime as one means of increasing 
food and fiber produetion, building up the productivity of farm land, and increas- 
ing net returns to farmers. In order to meet their responsibility for assisting 
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in every practicable way the proper utilization of these increased supplies of 
fertilizers, the research, educational, credit, conservation, and production agep. 
cies of the Department are joining in a vigorous coordinated effort in cooperation 
with the land-grant colleges, State and local agencies, the fertilizer industry, ang 
others. 

Pesticides.—Supplies of most pesticides were adequate during the 1952 crop 
year as contrasted with the previous year when many of the more important 
materials were short. Generally light infestations of insects also eased the 
demand somewhat and reduced the pressure on supplies. 

The steel work stoppage seriously affected the production of benzene which js 
one of the more important ingredients of synthetic organic pesticides. Benzene 
supplies, as well as supplies of pesticides made out of benzene, were in good shape 
prior to the work stoppage, however, and no shortages are in prospect at this 
time, 

Farm machinery.—Production of farm machinery and equipment had risen to 
about the 1949-50 level just prior to the steel strike, following serious curtailment 
in late 1951 and early 1952. However, because of good over-all production during 
the 1951 manufacturing year, supplies of new machinery and repair parts hav. 
been generally adequate throughout 1952. 

The outlook for next year is less favorable because the impact of the stee! 
strike will come during the period when the industry is producing the bulk of 
the machinery needed for the 19538 crop year. The supply picture for irrigatior 
equipment and other items which are made principally of aluminum or copper 
is much brighter. 

The unusual demand for crawler-type tractors brought on by the mobilization 
program has created a shortage, particularly in the heavier models. As a result 
the Department, in November 1951, worked out an arrangement with NPA 
whereby priority ratings would be obtained for farmers and other agricultura 
users. Even with such ratings, however, delivery of the heavier models has been 
slow, and it has been necessary for prospective purchasers to place orders many 
weeks ahead of time to have reasonable assurance of obtaining the equipment 
when needed. 


Food-processing equipment, facilities, and containers 

Food-processing facilities, equipment, and containers generally have been ade 
quate to handle 1952 crops. This is due partly to the fact that the Department 
from its allotment of controlled materials for construction purposes—was a 
to authorize construction and modernization of essential food-processing and 
wholesale food-distribution facilities. 

The most acute problem during the year was the tin-plate shortage which 
occurred during the steel strike, and threatened for a time to cause disastrous 
losses of foods for canning. Through full cooperation of the can-manufacturing 
companies, canners, and NPA, available supplies of tin plate were stretched suf 
ficiently to handle perishable crops which matured during the period of the str 
Action planned jointly by NPA and the Department restored the flow of tin plat 
very quickly upon termination of the strike, and serious food losses were avé 

A major problem in production of food-processing machinery has been 
shortage of nickel-bearing stainless steel. This metal is necessary for those 
parts of food-processing equipment which come in regular contact with raw f 
and food juices, and its use, particularly in the case of dairy processing machi! 
ery, is almost universally required by State and local sanitary regulations 

The USDA-sponsored program to expand cotton-ginning facilities, which was 
initiated last year, was continued during 1952 and, generally, progress has 
satisfactory. 

On-farm construction and miscellaneous farm supplies 

Production of most miscellaneous farm supplies was nearly in balance wit 
requirements prior to the steel strike, but now many probably will be in short 
supply through much of 1953. 

During the current year, allotments of controlled materials for agricultu 
construction were sufficient to permit the authorization of all essential on-far! 
construction projects, including the drilling of numerous irrigation wells in th 
Southwest, and the repair and replacement of facilities damaged by earthquakes 
in California. 

Supplies of bale ties, baling wire, and binder and baler twine should be ad 
quate during the remainder of 1952, as contrasted with difficulties which occurre 
last year. While the steel strike seriously curtailed production of galvanized 
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roofing and siding, more favorable aluminum supplies indicate a larger output 
of aluminum roofing and siding. 

Over all, the steel shortage has intensified need for the activities which the 
Department carries on in the fields of agricultural materials, equipment, and 
facilities. The Controlled Materials Plan should help to distribute equitably the 
impact of the steel shortage, while at the same time making it possible to give 
the necessary preference to direct military uses. This, however, will necessarily 
further limit the amount of materials that will be available during the “catch-up” 
period for essential defense-supporting industries, such as those which serve 
agriculture, and for the civilian economy as a whole. 


Rural electrical facilities 

lo enable rural electrification systems financed by REA loans to obtain con- 
struction materials on the basis of their current requirements for meeting farm 
production needs, the Rural Electrification Administration maintains a pooling 
arrangement for allocating controlled materials among its borrowers. 

Acting under powers delegated by the Defense Electric Power Administration, 
this ageney of the Department evaluates and determines the total claims by its 

rrowers for controlled materials, submits the total to DEA, and distributes 
the resulting allotment among the individual rural power systems. REA handled 
a little more than 7,000 allotment transactions for its borrowers during the period 
from October 1, 1951, to September 30, 1952. 

‘he pooling arrangement has been effective in achieving an equitable distribu- 
tion of searce construction materials. Recent allotments obtained from DEPA 
show improvement in the amounts of copper and aluminum available for exten- 
sion of rural electric lines. However, delivery of orders of heavy items of gen- 
erating equipment placed by a few borrowers have been subject to increasing 
delays, due to an increasing backlog of manufacturers’ orders and to the steel 
strike. This has caused serious inconvenience and delay to the construction 
schedules of those borrowers involved. 

All of the rural electric systems are classed as “small businesses,’ and con- 
sumers served by these systems are for the most part farms and small rural indus- 
tries. Many of the REA borrowers serve defense installations, but their greatest 


ontribution is in the help that electric power gives to farm production. More 
and more farmers are now able to use electric power to supplement and replace 


irm labor and to increase food and fiber production. The Department has 
spearheaded a campaign during the year just passed to encourage further use of 

“tric power in agriculture. This electrified-farming campaign was given 
special impetus at a meeting of Department officials with leaders of farm- 
electrification organizations in February. Since then further aggressive effort 
has been taken to assist rural electric systems in this effort. 


Encouraging production expansion in related industries 


I 


n its field of responsibility, the Department considers applications for loans 
agricultural and related business enterprises eligible for assistance under 
section 302 of the Defense Production Act. Responsibility for all financial aspects 

f this loan program rests with the Reconstruction Finance Corporation, but the 
Department certifies applications on the basis of essentiality to defense, shortage 
of facilities or services, and feasibility from a technological point of view. In 
the period from October 1951 through September 1952, 67 applications aggregating 
17,668,124 were reviewed, of which 8 totaling $2,725,000 were given favorable 
reports, 38 were denied, 16 were withdrawn or transferred, and 10 were pending 

Department also considers applications for necessity certificates for 
erated tax amortization with respect to food and food facilities and the 
domestic distribution of farm equipment and fertilizer. In the period from 
October 1951 through September 1952, the Department considered 311 applications 
for special tax benefits, involving facilities costing $92,237,430, to encourage 
livestnent of private capital in production expansion necessary to the defense 
ellort. Approval was recommended on 63, costing $12,273,733 for varying per- 
centages of the amounts requested. Unfavorable reports were made on 197 appli- 
cations; 26 were withdrawn. or transferred, and 25 were pending. Criteria in 
accordance with the provisions of the act were strictly adhered to in recommend- 
lg approvals of these applications for special benefits. 

In the field of forest-products production, NPA is responsible for forest- 
products action programs, but the Department of Agriculture is called on to 
leriorm jobs of a service character by virtue of staff trained in forest products 
ind other resources, These defense activities are conducted under a memorandum 
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of agreement with the National Production Authority. Services supplied haye 
been mainly in connection with the production loan and tax-amortizativ: 
grams, and with the conduct of special studies and surveys needed as :1 basis 
for NPA action programs. 

During the period from October 1951 through September 1952, the Forest 
Service has prepared detailed appraisals of the timber resources available to 
124 applicants for accelerated tax amortization of industrial facilities producing 
pulp and paper, lumber, plywood, or other forest products. Similar appraisals 
and reports have been made to NPA on applications for defense loans. Such ap 
praisals have influenced the expansion of forest industries by guiding new ¢a 
pacity into those areas where the raw-material situation appears most favorable 

Special studies conducted for NPA included a comprehensive field survey and 
report on equipment, supplies, and manpower used by primary forest-products 
industries. This study made available for the first time an accurate estimate 
of the numbers and types of tractors, trucks, and similar essential equipment 
used in logging and at sawmills and other manufacturing plants, annual pur 


pro- 


chases and replacements of equipment and a wide variety of important supplies, 
and numbers of various kinds of workers employed in logging. Other special 
reports included an appraisal of the chestnut-tannin-extract situation, potential 
supplies and requirements for cork under emergency conditions, and availabi 
of wood waste to manufacturing plants in the United States. 


ity 


Allocation and export and import controls 

Export controls—As a result of continued improvement in the supply-require 
ments situation during 1951-52, most of the export controls which had been estab 
lished during 1950-51 have been removed. Controls on exports to friendly 
countries were removed on sugar, cotton, soft cotton waste, wool, wool noils, 
mohair, inedible molasses, sperm oil, coconut oil, palm oil, and oiticica oil. Cotton 
linters and medicinal castor oil, which were subject to export allocations in 
1950-51, may now be exported to friendly countries under an “open end” licensing 
system which applies no quantitative restriction but permits a continuing re 
view of exports to prevent undue drain upon domestic supplies. Tung oil and 
commercial castor oil remain subject to quantitative export restrictions, with 
allocations being established quarterly. The Department also provided the Se 
retary of Commerce, through his interagency committee, advice On export con 
trols of nonfocd materials and fibers. 

Allocations.—Under Defense Food Order No. 1, the domestie use of castor oil 
was continued subject to end uses and inventory control. Allocations of the 1952 
packs of canned vegetables and canned fruits were established in March. Thes 
allocations were accompanied by an extension of Defense Food Order No. 2 
under which packers are required to reserve specified percentages of their packs 
for procurement by the Armed Forces. This action was taken to facilitate pro- 
curement by the Department of Defense and to assure that any burden resulting 
from such procurement was spread equitably among packers. 

Because of the greatly improved world supply situation, the Cotton-Cottor 
Linters Committee of the International Materials Conference terminated its 
activities as of September 15, 1952. 

During the year the Wool Committee on the International Materials Conference 
took no action on proposals to allocate the world supply. The reduction in wo! 
consumption of wool, coupled with lower prices, has eliminated the pressures 
which led to consideration of inter.:ational distribution controls. 

Import controls.—During the past year the Department continued controls over 
imports of butter, peanuts, peanut oil, flaxseed, flaxseed screenings, linseed oil 
rice and rice products, which had been in effect for several years under various 
statutory authorities for the purpose of prohibiting commercial imports to pre 
vent interference with domestic price-support programs and, in the case of rice, t 
make certain that undesirable diversion from the Far East to the United States 
did not occur. Exceptions to the general embargo were in effect for certain of 
these products. In August 1951 cheese, casein, nonfat dry milk solids, and malted 
milk were placed under control in conformance with the provisions of section 
104 of the Defense Production Act, as amended. 

Commercial imports of cheese and casein could not be made except on th 
basis of import authorizations issued to importers. In general, individu 
importers were permitted to bring in cheese on the basis of their annual averas 
of imports during 1948, 1949, and 1950 calendar years, although variations of this 
basic formula were used when it was necessary to do so to assure equitable treat 
ment of importers Import authorizations for casein were generally based 
on each importer’s history during the 1950-51 fiscal year. 
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[he basie legislation for import controls—section 104 of the Defense Produc- 
tion Act—was amended in the extension of the act which was signed by the 
president on June 30, 1952. The modified section 104 is different from the 
previous legislation in two respects: (1) It provides for controls by types of 
varieties and (2) it enables the Secretary to increase basic import quotas by 15 
recent when he believes it desirable in the interest of international relation- 

ns and trade. 

implement the new law, the Secretary issued a “determination” on July 8 
h provided for— 

(1) Decontrol of flaxseed screenings, scalpings, chaff, or scourings: rice 
starch; and rice meal, flour, polish, and bran; and the following types of 
heese: Emmenthaler or Swiss, Gruyere-process, Roquefort, and numerous 

iscellaneous varieties not containing Cheddar, Blue Mold, Edam, and 
Gouda 

2) Continuation of import embargoes on butter, butter oil, flaxseed, lin- 
seed oil, nonfat dry milk solids, peanuts, peanut oil, and rice. 

3) Imposition of import embargo on peanuts for planting purposes and 
n malted milk and compounds or mixtures of or substitutes for milk or 
ream except those which have none of the customary uses of butter. 

(4) Maximum import quotas for casein or lactarine, and the following 
types of cheese: Italian in original loaves, Cheddar, Blue Mold, Edam, and 
Gouda, and varieties containing or processed in whole or in part from 
Cheddar, Blue Mold, Edam, and Gouda. 

(5) Continuation of open-end import quotas for registered or certified 
flaxseed or rice for planting purposes, and broken rice (including brewers 
rice) 

The regulations governing the import control program for 1952-53 were issued 

July 3, as amendment 5 to DFO-3. On July 9, a statement of the policies and 
procedures relating to import authorizations was issued as suborder 3 to DFO-3. 
lhere were several major changes in the procedures for administering the pro- 
gram. The formula for establishing each importer’s share of cheese quotas was 
revised, restrictions on entries of quota commodities into foreign-trade zones, 
bonded warehouses, and on in-transit entries were removed, and a procedure was 
established whereby the Bureau of Customs will enforce individual import 
authorizations. 

Present policy provides fer initial licensing of approximately one-third of 
annual cheese quotas. Licensing of this portion of the quota is largely 
completed. 

During the remainder of the year there were no additions to or deletions from 
the list of commodities subject to control. Defense Food Order 3 and several 
amendments and suborders thereto governed the administration of the program. 


Civilian food program 

The Department continued authorized activities to insure against disrup- 
tions in distribution of civilian food supplies during the mobilization period and 
for planning necessary actions in the event of emergencies. 

Four comprehensive series of estimates were prepared covering civilian 
requirements for 140 food items for the fiscal years 1953 and 1954. In addition, 
long-range estimates of civilian food needs were developed for the period 1957-58 
In developing these requirements, consideration was given to previous con- 
sumption patterns, inventories necessary in distributive channels, market de- 
mand, and nutritional needs, with emphasis on the needs of such groups as chil- 
dren, and workers in essential industries. These estimates, among other uses, 
helped to provide a basis for production goal planning. 

As part of its program of advance planning, the Department developed basic 
nutritional guides for use in the determination of civilian food requirements 
should an emergency arise resulting in a reduction below current levels in the 
food supply available for civilians. 

Through liaison with the Defense Production Administration, the Department 
was apprised of the designations of critical defense areas where food shortage 
problems might arise because of rapidly expanding population. The designation 
of such areas was relayed to field personnel for review and, if necessary, an 
appraisal in cooperation with local distributors, of the adequacy of local food 
distribution facilities. A total of 170 such areas were designated as critical 
by DPA 

The Department also cooperated with the Federal Civil Defense Administra- 
tion in a program to develop plans for insuring the distribution of civilian food 
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supplies during a civil-defense emergency. A formal policy statement and , 
blueprint for the necessary action by both USDA and FCDA was agreed to by the 
two agencies and issued to State and local civil-defense organizations and ty 
State agricultural mobilization committees. 


International commodities and assistance 


Continuation of hostilities in Korea and the development of a free-world Mutua] 
Security Program sustained the greatly increased calls on the Department for 
data necessary to appraise international agricultural trends and developments, 
and commodity stocks and supplies. Representatives of the Department partici. 
pated actively in interdepartmental and intergovernmental conferences dealing 
with these matters, particularly with reference to supplies of critical and stra. 
tegic materials. There was particularly close working relationship and liaison 
between Department staff members and such defense-connected groups and agen- 
cies as the International Materials Conference, the President’s Materials Policy 
Commission, the Economic Defense Advisory Committee, and the Office of Inter- 
national Trade. 

Of particular importance to defense was the work of technical assistance spe- 
cialists sent abroad through cooperative agreements with other countries to help 
improve the agriculture of those countries. In bringing about such agricultural 
improvement, their objective is to increase the economic stability of friendly 
countries as a bulwark against communism, and, in certain cases, to stimulate 
production of commodities necessary to the defense of the United States. These 
commodities include natural rubber, quinine and quinadine, coffee, cocoa, pesti- 
cides, and henequen, kenaf, and abaci (manila hemp) fibers. Department spe 
cialists cooperated in this work with the Technical Cooperation Administration 
(through implementation of point 4 programs), and with the Mutual Security 
Agency, and the Food and Agriculture Organization of the United Nations. In 
the period from October 1951 through September 1952, about 125 specialists were 
recruited and assigned by the Department to aid in agricultural improvement 
programs abroad. At the end of the period a total of 226 agricultural tech 
nicians were working in 24 foreign countries. 


Economic statistics and information 


The Department of Agriculture serves as the source of practically all statistics 
and estimates covering current and prospective production and supplies of agri- 
cultural products, agricultural prices, farm employment and wages, etc. 

Because agriculture’s main task in defense mobilization has been to supply 
the farm-grown food, fiber, and oil crops needed for civilian consumption and 
military use, in the face of an increase in population currently exceeding 11 per- 
cent a year, and in the face of an even faster rate of decline in the farm-labor 
force, a substantial part of the economic research and statistical services of the 
Department of Agriculture were devoted during the last year to special problems 
arising from this situation. In addition, the many different statistical services of 
the Department performed their usual functions of indicating potential trouble 
spots and guiding the public and private actions that comprise the production 
and distribution of farm products. 

In order that the Senate Committee on Agriculture and Forestry might have 
more basic facts regarding possible needs for reserves of storable commodities 
during this mobilization period, the chairman asked the Bureau of Agricultural 
Economics to make a comprehensive study of the problem. The report on that 
study was published in May 1952, as a Senate document. 

Another noteworthy study was completed and published during the last 12 
months, under the title of “Agriculture’s Capacity To Produce—Possibilities 
Under Specified Conditions.” In this study the land-grant colleges and the United 
States Department of Agriculture made careful estimates of how much farmers 
could step up their production within 4 or 5 years, if all-out production were 
needed, if prices were favorable, and if adequate production facilities were avail 
able. Then they estimated what production resources would be needed to attain 
this potential capacity output. 

Conclusions were that by 1955 farmers could, under the assumptions stated, 
produce 20 percent more than they did in 1950 and 18 percent more than they 
did in 1951 (this was definitely not a forecast). To attain such a marked increase 
in output, they could get along with about 1 percent fewer man-hours of farm 
labor but they would need to use considerably more machinery, lime, and ferti- 
lizers, For example, they would need five or six times as many cotton pickers, 
more than twice as many field-forage harvesters, a third to a half more pick-up 
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hailers, power sprayers, beet harvesters, and power manure loaders, a fifth to a 
fourth more mechanical corn pickers and combines, and an eighth to a fifth more 
milking machines and silos. 


Other programs 


The Department has been working closely with the Department of Labor and 
the States to analyze the various problems of getting and keeping enough agri- 
cultural labor to produce the necéssary crops and livestock. Local studies have 
peen made of the availability, utilization, and productivity of farm labor, and 
the turn-over or losses from the agricultural labor force to the industrial labor 
force. 

For purposes of price control, the Department computes legal minimum prices 
it which farm commodities are sold, and works closely with the Office of Price 
Stabilization on price regulations. 

Department field representatives cooperate with the Defense Bond Sales 
Division in a program to stimulate bond sales to farmers. 

In cooperation with the national scrap drive to support expanded steel produc- 
tion, the Department and its field representatives through the early part of the 
1951-52 period carried on a campaign to encourage farmers to turn in iron and 
steel scrap. 


Industry advisory committees 


To consult with it on food distribution and related problems, the Department 
has at the present time 30 industry advisory Committees. The Secretary appoints 
the members of these committees on the recommendation of the agencies within 
the Department having direct operating responsibility for the commodities or 
activities which are to be the concern of the committee. The membership is 
carefully selected to represent independent, small, medium, and large enterprises ; 
different segments of the industry; membership and nonmembership in trade 
associations, and to assure geographical distribution in representation. 

Twenty-six of the Department’s industry advisory committees are identical in 
membership with committees appointed by the Office of Price Stabilization and 
four of the committees are identical in membership with committees appointed 
by the Defense Fisheries Administration. This follows the Department’s general 
practice of communicating with other Federal agencies in order to avoid com- 
mittee duplication or overlapping and also to secure a desirable integration of 
the defense work. This cooperation and coordination between the Department 
and other defense agencies is continued during the life of the committees. To 
make the selection of membership to committees and the conduct of committee 
meetings uniform in practice and to conform to certain legal and other require- 
ments, a printed instruction has been prepared as a guide to officials having 
esponsibilities in this field. This instruction was submitted to and approved 
by the Department of Justice before issuance. 


FEDERAL RESERVE SYSTEM 


FEDERAL RESERVE System, 
Washington 25, D. C., October 8, 1952. 
Hon. Burnet R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 


Dear SENATOR MAYBANK: In response to your letter of August 22, 1952, there 
is attached, for inclusion in the proposed report of the Joint Committee on 
Defense Production being prepared pursuant to section 712 (b) of the Defense 
Production Act, information relating to the operations carried out by the Board 
under authority of that act. 

Sincerely yours, 
Wma. McC. Martrn, Jr. 


1, Programs conducted by your agency under authority of the Defense Produc- 
tion Act as implemented by Executive orders, departmental orders, delega- 
tions, etc. 


Under authority of the Defense Production Act, (a) the Board of Governors, 
until May 7, 1952, prescribed regulations with respect to consumer credit; (b) 
the Board, until September 16, 1952, prescribed regulations with respect to real 
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estate construction credit; (c) the Board, until May 12, 1952, acted to the exten; 
required by law to implement the voluntary credit restraint program; and (4) 
the Federal Reserve banks, under regulations of the Board of Governors, ac 
as fiscal agents of the United States in connection with the V-loan program for 
Government guaranties of defense production loans, and the Board of Goye, 
nors, after consultation with the guaranteeing agencies, prescribes fees, rat 
and procedures to be utilized in connection with such guaranties. 


eS 


2. Authority from which your agency derives its power for such programs 

Authority for all of the above programs, except the program for regulation of 
consumer credit, is vested by the Defense Production Act of 1950 in the President. 
but, pursuant to section 708 of that act, the President by Executive Order No 
10161, of September 9, 1950, delegated his authority with respect to these mat- 
ters to the Board of Governors. By virtue of Executive Orders No. 101938 of De- 
cember 16, 1950, and No. 10281 of August 28, 1951, all functions delegated by th, 
President under Executive Order No. 10161 are performed subject to the diree- 
tion, control, and coordination of the Director of Defense Mobilization. By Ex 
ecutive Order No. 10200 of January 3, 1951, there was established a Defense 
Mobilization Board to advise the Director of Defense Mobilization, and the 
Chairman of the Board of Governors of the Federal Reserve System is a men 
ber of that Board. 

The specific authority for the real-estate construction credit program is section 
602 of the Defense Production Act of 1950 and Executive Order No. 10161. This 
authority, however, has been modified by the following provisions of law: 

(a) Section 203 of title II of Public Law 96, Eighty-second Congress 
which amends section 204 of the Housing and Rent Act of 1947, as amended 
and provides in part that real-estate construction credit controls imposed 
under title VI of the Defense Production Act of 1950 shall be relaxed to the 
extent necessary to encourage construction of housing for defense workers 
and military personnel in critical defense housing areas ; 

(b) Seetion 102 of the Defense Housing and Community Facilities and 
Services Act of 1951 (Public Law 139, 82d Cong.) which provides for the 
suspension of residential credit restrictions under the Defense Production 
Act of 1950, as amended, with respect to certain lower-priced housing units 
in critical housing areas. 

The section also permits the President to relax credit restrictions wit 
respect to all other housing when he determines that such action is necessary 
to obtain the production of such housing needed in the area. Section 606 
of the same act provides for maximum down payments in connection wit 
conventional or FHA financing of homes where the transaction price is 
$12,000 or less; and 

(c) Section 607 of the Defense Production Act of 1950, as amended by 
section 116 (b) of the Defense Production Act amendments of 1952, provides 
for a relaxation of real-estate credit controls with respect to residential 
property if housing starts for any consecutive 3 months fall below an annua 
rate of 1,200,000. In this event a down payment of more than 5 percent of 
the transaction price may not be required. Under Executive Order No 
10373 of July 14, 1952, the estimates of housing starts are to be made by the 
Labor Department’s Bureau of Labor Statistics which will also make est 
mates of the annual rate of starts each month adjusted for seasonal varia- 
tions in the rate of construction. If the estimates show that for each of three 
consecutive months starts are below a seasonally adjusted annual rate of 
1,200,000, then the Board, with the concurrency of the Housing and Home 
Finance Administrator, will announce a period of residential credit contro! 
relaxation to begin not more than a month after termination of the 3 months’ 
period. Such a period of relaxation may be terminated by the Board, with 
the concurrence of the Administrator, any time after construction starts 
during each of three consecutive months are found to exceed an annual rate 
of 1,200,000. 

The specific authority for the V-loan program is section 301 of the Defense 
Production Act of 1950 and Executive Order No. 10161 of September 9, 1950 

The specific authority for the voluntary credit restraint program was contained 
in section 70S of the Defense Production Act of 1950 and Executive Order No 
10161. The voluntary credit program was suspended, effective May 12, 1952, 
upon the recommendation of the national voluntary credit restraint committee 
which was concurred in by the Board. The authority for approving and carrying 
out any voluntary program or agreement for the control of credit was terminated 
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ny section 708 (f) of the Defense Production Act of 1950, added by section 116 

e) of the Defense Production Act Amendments of 1952. 

The Board derived its authority for the consumer credit program from section 
601 of the Defense Production Act of 1950, as amended, which authority was to 
pe exercised (in accordance with and to carry out the provisions of Executive 
Order No. 8848 of August 9, 1941) until such time as the President determined 
that such controls were no longer neeessary, but in no event beyond July 1, 1952. 
While the Board’s authority to regulate consumer credit was based upon the 
President’s order and could have been terminated by the President, Congress 
restricted the authority by the 1951 amendments to the Defense Production Act 
vhich limited down payments and maturities that could be prescribed by the 
Board with respect to extensions of consumer credit. However, section 601 of 
the Defense Production Act of 1950, as amended, was repealed entirely by section 
116 (a) of the Defense Production Act Amendments of 1952. 


» 4A factual summary of each program including mention of any cooperative 
operations with other agencies 

Regulation of consumer credit—Following the relaxation of regulation W ou 
uly 31, 1951, referred to in our previous report, the Board of Governors adopted 
several minor amendments in late 1951 and early 1952 designed primarily to 
make it easier for certain trades to comply with the regulation. Effective May 
7, 1952, after a review of developments in the economy generally and in the 
markets directly affected by the regulation, the Board suspended regulation W, 
rhe attached table (exhibit A) shows the minimum down payment and maximum 

aturity provisions of the regulation in effect at various periods from September 
18, 1950, to May 7, 1952, 

About 195,000 individuals and firms had registered with the Federal Reserve 
banks by May 1952 as doing installment credit business subject to the regulation. 
Of these registrants, approximately half had been examined during the period 
from September 18, 1950, to May 7, 1952, under the enforcement program con- 
lucted by the staffs of the Federal Reserve banks. As a result of these investi- 
cations, a total of 150 cases were referred by the Federal Reserve banks to the 
Board of Governors for further disciplinary action through May 7, 1952. United 
States district courts issued 16 injunctions against further violations, and the 
Board suspended licenses for varying periods in 7 cases. In 79 cases the 
ature of the violations was such that the Board referred the cases to the De- 
partment of Justice for action. Of the latter cases, 21 had been disposed of by 
onvictions by September 9, 1952, and there had been no acquittals. 

Other Federal and State supervisory agencies, cooperating with the Board in 
enforcing the regulation for financial institutions under their jurisdiction, re- 
orted a total of 37,130 investigations (including reinvestigations) during the 
period September 18, 1950, to May 7, 1952. 

Regulation of real-estate credit.—During the period beginning with the second 
half of 1951, the terms of regulation X were relaxed on two occasions prior to 
the suspension of the regulation on September 16, 1952. Credit restrictions on 
one- to four-family residences were relaxed on September 1, 1951, in accordance 
with the provisions of the Defense Housing and Community Facilties and Serv- 
ces Act of 1951. After consideration of economic conditions generally and the 
equities involved in the September 1 relaxation, a further relaxation was made 
on June 11, 1952, in credit terms on one- to four-family residences in price ranges 
which were not materially affected by the September 1, 1951, relaxation and 
on multiunit residences which had been subject to the original terms of January 
12,1951. (See exhibit C for original terms and all subsequent changes.) The 
regulation was also amended in several respects to improve its technical opera- 
tion, to provide for the equitable treatment of certain types of hardship cases, and 
to facilitate the defense program or other governmental programs without sacri- 
ficing the over-all objective of restraining inflationary forces. The Housing and 
Home Finance Administrator coneurred in the Board’s actions. Representa- 
tives of the real-estate finance and building industries were consulted extensively 
concerning the technical and industry problems involved in the process of amend- 
ng the regulation. 

The authority of the President to regulate real estate construction credit was 
modified by the Defense Production Act amendments of 1952. Section 607 of 
this act provides that, if in each of three successive months the number of hous- 
ing starts falls below a seasonally adjusted annual rate of 1,200,000, a "period 
of residential real estate credit control relaxation” must be announced in the 
Federal Register by the first of the second calendar month following such three 
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consecutive months. During any such period minimum down payments required 
by the regulations may not be in excess of 5 percent of the transaction price 
The seasonally adjusted annual rate for each of the months of June, July, and 
August 1952, as estimated by the Bureau of Labor Statistics, was below the 
stipulated annual rate. In accordance with section 607 of the act, the Board 
with the concurrence of the Housing and Home Finance Administrator, an 
nounced a “period of residential credit control relaxation” effective September 
16, 1952, and at that time suspended regulation X. 

During the period prior to suspension of the regulation, the Board continued 
its program of periodic meetings of groups of Federal Reserve banks for th 
purpose of discussing administrative and enforcement problems. A System con 
ference, attended by representatives of the 12 Federal Reserve banks, was held 
in September 1952, and 4 regional conferences, in each of which 3 Reserve banks 
participated, were held in January and February 1952. 

The Housing and Home Finance Agency, the Federal Housing Administrati: 
the Veterans’ Administration, and the Federal Reserve System continued their 
program of cooperative research and statistical reporting to ascertain the 
effectiveness and equitableness of regulation X and the companion real estat 
credit regulations. 

From October 12, 1950, to August 31, 1952, Federal Reserve bank investigators 
conducted 8,600 investigations of the 50,000 individuals and firms engaged in the 
business of extending real estate credit and registered with the Federal Reserve 
banks. During the same period, the Federal supervisory agencies which co- 
operated in the enforcement program of regulation X reported 10,000 investiga- 
tions for compliance with the regulation. The supervisory agencies (other than 
the Federal Reserve) discovered 400 technical violators of the regulation, which 
resulted from a lack of understanding, and corrective action was taken. Fed 
eral Reserve bank investigators discovered 500 similar violators and 30 violators 
of a more serious nature with whom compliance conferences were held. Only 
three cases were referred to the Board. In one case a consent injunction, en 
joining the violator concerned from further violation of the regulation, was 
obtained. In the other two cases, the preliminary investigation was in progress 
when the regulation was suspended. The record indicates a high degree of 
cooperation on the part of registered lenders in complying with the provisions 
of the regulation. 

Guaranty of defense production loans.—The Defense Production Act of 1950 
provided for the guaranty of loans made by commercial banks and other pri 
vate financing institutions to contractors, subcontractors, and others engaged 
in the performance of Government defense contracts for the purpose of expe 
diting production and deliveries or services for the defense program. The 
original Executive Order No. 10161, issued September 9, 1950, named as guaran 
teeing agencies the Departments of the Army, Navy, Air Force, Commerce, Agri- 
culture, and Interior, and the General Services Administration. During 1951 the 
Atomic Energy Commission and the Defense Materials Procurement Agency were 
designated by Executive order to act as guaranteeing agencies. 

The Federal Reserve banks act as fiscal agents of the guaranteeing agencies in 
these transactions and the procedure is governed by regulation V of the Board 
of Governors, as revised September 27, 1950. 

During the early part of 1951 some defense contractors were unable to obtain 
necessary financing for the performance of their defense contracts because of 
the reluctance of banks to make loans on the security of the assignment of pro- 
ceeds under Government contracts. The reluctance of banks to provide such 
financing arose from the fact that certain rulings of the Comptroller General of 
the United States under the Assignment of Claims Act of 1940 made it haz- 
ardous for private financing institutions to accept assigned contracts as col- 
lateral for loans. This situation created a serious impediment to the success of 
the guaranteed loan program, and in order to meet this problem the Board of 
Governors, together with other interested Government agencies, recommended 
an amendment to the Assignment of Claims Act of 1940 designed to remove the 
deterrent to participation by banks in the financing of defense contractors. By 
act of Congress dated May 15, 1951, the recommended amendment was 4p 
proved, and following the passage of this act there was a substantial increase 
in the number of applications for guaranteed loans. 

During 1951 the Federal Reserve banks received 879 applications for guaran- 
ties of loans aggregating $1,411 million. The guaranteeing agencies authorized 
the issuance of guaranty agreements covering loans amounting to $1,364 million 
On December 3, 1951, credit available, including loans outstanding, to borrowers 





REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 259 


' guaranty agreements in force amounted to $1,148 million. On the same 
date there were outstanding loans aggregating $675 million. 

Voluntary credit restraint program.—The voluntary credit restraint program 
was in effect from March 9, 1951, through May 12, 1952. Its objective was 

» secure the cooperation of financing institutions of all types throughout the 

utry in extending credit in such a way as to help maintain and increase 
the strength of the domestic economy through the restraint of inflationary 
tendencies and at the same time to help finance the defense program and the 
essential needs of agriculture, industry, and commerce. 

The program was administered by a national committee appointed by the 
Board of Governors of the Federal Reserve System and 43 regional committees 
appointed by the national committee. Five principal types of lending institu- 
ions were represented on the national committee—commercial banks, insur- 
ance companies, investment bankers, savings banks, and savings and loan 
associations. A member of the Board of Governors served as chairman. The 
national committee, which met periodically during the period that the program 
was in existence, directed general policy within the framework of the statement 
of principles of the Program for Voluntary Credit Restraint, a document pre- 
pared by private financial leaders and approved by the Board after consulta- 

with the Attorney General and the Chairman of the Federal Trade Com- 
mission, as required by section 708 (c) of the Defense Production Act of 1950. 
fhe national committee also had the task of studying credit developments to 
appraise the effectiveness of the program and applying the principles of the 
program to various types of problems. Acting pursuant to authority given to 
under the Program for Voluntary Credit Restraint, the committee issued 
several general bulletins implementing or clarifying the statement of principles 

f that document with regard to specific areas of financing. It also issued 
numerous memoranda to the regional committees relating to the program and 
related credit problems. 

‘he regional committees were available for consultation with individual 
financing institutions to assist them in determining the application of the 
statement of principles of the program to specific loans for which application 
had been made to such financing institutions. Consultation with a regional 
ommittee was wholly within the discretion of a financing institution, and 
the final decision with respect to making or refusing to make any loan or 
loans was likewise wholly within the discretion of each financial institution 
whether or not it had consulted with any of the regional committees. 

Certain minor changes in the Program for Voluntary Credit Restraint, having 
been approved pursuant to methods prescribed by the Defense Production Act, 
became effective April 20, 1951. The program was further amended, effective 
April 17, 1952, to specify that, in accordance with the request of the President 
transmitted to the Director of Defense Mobilization on March 24, 1952, it would 
no longer seek to restrain and would not apply to the financing of or loans to 
States or local governments including counties, municipalities, districts, or 
other political subdivisions. 

On May 2, 1952, the national committee recommended to the Board that the 
screening of applications for financing in accordance with the principles of 
the program be suspended in the light of current circumstances. The Board 
concurred in this recommendation and, effective May 12, 1952, withdrew its 
request to financing institutions to act and to refrain from acting pursuant 
to and in accordance with the provisions of the program. 

i 


4. A factual statement on the effectiveness of the program 


Regulation of consumer credit.—In the 7 months’ period from October 1951 
through April 1952, consumer installment credit increased about $152 million, 
primarily in response to seasonal influences. The total outstanding on April 30, 
1952, was $13.3 billion, of which about three-fourths was subject to the regula- 

This total outstanding compared with $13 billion on August 31, 1950, prior 
to issuance of the regulation. In the 3 months’ period May through July 1952, 
consumer installment credit outstanding increased by $1.4 to $14.7 billion. The 
attached table (exhibit B) shows the monthly changes in the amount of con- 
sumer installment credit outstanding from January 1950, through July 1952. 

Regulation of real-estate credit.—It was indicated in the first annual report 
that, during the first 8 months of regulation, real-estate activity was restrained 
but not markedly reduced because of the exemption of preregulation X financing 
commitments. The regulation became increasingly effective during subsequent 
months and, reflecting particularly a sharp decline in the rate of starts during 
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the second half of 1951, the number of units started during the entire year 
totaled 1,091,000, about 22 percent below the 1,396,000 units started in 1950 

A substantial relaxation of the terms of the real-estate credit regulation was 
made on September 1, 1951, for houses valued at $12,000 and below, in accord 
ance with the Defense Housing and Community Facilities and Services Act of 
1951. The terms which had been in effect before that date probably continued 
to affect actual construction activity in the closing month of 1951. Althongh 
some time no doubt elapsed before builders revised their plans on the basis of 
the new terms, the September 1 relaxation was probably one of the factors re 
sponsible for the sharp upturn in housing starts in the spring of 1952. By March 
1952 starts were exceeding 100,000 per month for the first time since June 
1951, and a monthly total around 100,000 units continued through August 1952 

New mortgage lending on nonfarm one- to four-family houses, both new and 
existing, continued large in the first half of 1952, exceeded only in the record 
last half of 1950. Mortgage recordings on small nonfarm properties reached 
$1,590 million in July 1952—the highest volume recorded in any month since 
the regulation was issued. Outstanding mortgage debt on one- to four-family 
nonfarm properties continued to increase and on June 30, 1952, was estimated 
at $57 billion. 

It is difficult to assess the effects of the further relaxation of terms effective 
June 11, 1952, because of the limited time which elapsed between then and th 
suspension of regulation X on September 16, 1952. Since the relaxation was 
greatest for houses priced above $12,000, which constitute only about one-fourth 
of the housing market, it is not likely that any strong upward pressures would 
have developed. 

The terms of regulation X applicable to nonresidential construction remained 
the same from February 15, 1951, until the suspension of the regulation on Sep 
tember 16, 1952. During the period covered by this report, materials controls 
were in effect, administered by the National Production Authority. The de 
cline from the previous 12 months, therefore, of approximately 30 percent i 
nonresidential construction work of the type subject to regulation X, can be 
attributed only in part to credit regulations, 

Guaranty of defense production loans.—From October 1, 1950, to August 31, 
1952, the guaranteeing agencies have authorized the Federal Reserve banks to 
issue guaranties covering 1092 loans in the total amount of $2,023 million 
The following table shows the breakdown of guaranteed loans authorized as « 
August 31, 1952, by size of loan: 


Percentage distribution of V-loans authorized through Aug. 31, 1952, by size 
of loan 


Percentage of guaran- | Cumulative perc: 
teed loans authorized distribut 
Size of loan a 
| 

Number Amount | Number Amount 
Under $50,000. ........ ‘ sided 8.3 0.1 8.3 l 
$50,000 to $99,999 sees  uitabiatd ane salah 10.6 5 8.9 6 
$100,000 to $249,999. _._............-.. ais ao 7 19.6 1.8 38. 5 2.4 
$250,000 to $499,999 : : c 2 Lis 18.8 3.7 57.3 1 
$500,000 to $999,999 ES 16.0 6.2 73.3 12.3 
$1,000,000 to $4,999,999 A“ : 0. 4 25.0 93.7 73 
$5,000,000 to $9,999,999 oat te 3.1] 12.5 06.8 49.8 
$10,000,000 and over... _-. = a 3.2 50. 2 100. 0 100.0 


It is estimated that guaranteed loans authorized to the end of 1951 (S54 
loans in the amount of $1,395 million) were to defense contractors holding con- 
tracts aggregating between $8 and $9 billion. 

Voluntary credit restraint program.—The following paragraphs appraising the 
value of the voluntary credit-restraint program are taken from a statement pre 
sented before the Subcommittee on General Credit Control and Debt Manage- 
ment of the Joint Congressional Committee on the Economic Report on March 
19, 1952, by Mr. Oliver S. Powell, who was at the time a member of the Board 
of Governors of the Federal Reserve System and chairman of the national vol- 
untary credit restraint committee, 

“It is my firm conviction that the voluntary credit restraint program bas 
achieved a large measure of success and has been an important companion and 
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supplement of general and selective credit and fiscal controls in helping to stem 
the tide of inflation following the outbreak of the Korean trouble. It has given 
jenders in all branches of finance bench marks or guides for loan and investment 
policy in this emergency period. It has informed lender, borrower, and the gen- 
eral business public of the relation between credit and inflation. It has doubt- 
less been a considerable factor in the restoration of the public’s confidence in 
the purchasing power of the dollar which has resulted in a substantial increase 
savings and a less active use of available funds. 

“Federal Government agencies in the lending field and in the civilian-defense 
offices have accepted the principles of this program and have given it excellent 
support. Finally, I am confident that many of the projects which have been 
postponed for the present will furnish a welcome backlog of spending power and 
business activity for the inevitable let-down in business which will follow the 
peak of the defense effort. 

“Statistical evidence of the effectiveness of the voluntary credit restraint pro- 
gram is difficult to provide. Defense and other essential activities have been 
adequately financed, and this has resulted in some increase in bank credit and 

a tremendous volume of corporate and municipal security offerings. On the 
opposite side of the ledger it is impossible to measure the dollar amount of 
credits and security issues which have died in embryo.” 


il 


5. A factual statement on the current need for the program 


Regulation of consumer credit.—In announcing suspension of regulation W 
on May 7, 1952, after careful review of developments in the economy generally 
and in the markets directly affected by the regulation, the Board of Governors 
noted that it had recommended continuation of the authority for the regula- 
tion after June 30, 1952, so that it could be reinstated should subsequent develop- 
ments necessitate such action. Future need for such regulation, on an emer- 
gency basis, will depend on the extent of inflationary pressures in the economy 
generally as well as on the trend of consumer installment-credit and on supply- 
demand conditions in markets for consumers’ durable goods. 

Regulation of real-estate credit.—Regulation X was suspended effective Septem- 
ber 16, 1952, in its entirety, although under the provisions of the Defense Pro- 
duction Act, as amended, it would have been possible to have continued it in 
effect with a 5-percent down-payment requirement for residential construction. 
Continuation of a regulation specifying such a low down payment did not seem 
desirable, however, particularly since customary terms for either Government 
aided or conventional real-estate loans would, in practice, require a higher down 
payment in most transactions. 

Although the Defense Production Act Amendments of 1952 did not modify the 
soard'’s authority to regulate nonresidential construction credit, it was felt that 
the continued regulation of such credit, in which expansion during the past year 
had been approximately one-tenth that which occurred with respect to resi 
dences, would be administratively impracticable and, in view of the mandatory 
relaxation for residences, inequitable. 

Guaranty of defense production loans.—The following tabulation shows the 
number and amount of guaranteed loans authorized from the heginning of the 
program to the end of each month in the period January to August 1952: 


Guaranteed loans authorized to date 


“1 

934 1,530.3 om 

971 77, 7 00 
Apr. 3 . 968 72 000 
May 31 023 1. 787. 745, 000 
June 3 r F 7 1, 050 RT 000 
July 31. me: : 066 1, 922, 388, N00 
Aug. 31 cae : : 1, 092 2, 023, 403, 000 


Voluntary credit restraint program.—lIt is not possible at this time to say 
whether a situation*will arise in the future which would suggest a renewal of 
the authority for this program. 
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6. A factual summary of the program as it relates to small business 


Guaranty of defense production loans.—Percentage distributions of the guar 
anteed loans authorized from the beginning of the program to the end of Aucust 
1952 are shown below, classified by number of employees of the borrower. 

Approximately 74 percent of the number and 20 percent of the amount of 
authorized loans were to borrowers, or borrowers in affiliated groups, having less 
than 500 employees. Approximately 77 percent of the number and 24 percent 
of the amount of authorized loans were to borrowers individually having less 
than 500 employees. Only about 5 percent of the loans authorized were for 
concerns employing more than 2,500 people, but these generally involved larger 
contracts and greater amounts of credit. They account for approximately half 
of the total funds involved. : 


Percentage distribution of V-loans authorized through Aug. 31, 1952, by number 
of employees of borrower 
NUMBER OF EMPLOYEES OF BORROWER INCLUDING AFFILIATED CONCERNS 
UNDER COMMON OWNERSHIP OR CONTROL 





! 
| Percentage of guar- | Cumulative per 
| : 


anteed loans au- centage d 
Number of employees thorized tions 


Number | Amount | Number | A 


Under 25 boasbened Séeveens 8.9 0.7 | 8.9 7 
25 to 49 ‘ ee er womend 10.2 8 19.1 

50 to 74 pctibinhaatines! 9.0 1.2 28. 1 

75 to 99 Sais bs 7.3 1.2] 35. 4 

100 to 149. - ; : YU Rilondadbetsee de 10.6 2.0 | 46.0 
150 to 249 . etraiaee Sp deetin 13.8 4.5 | 59.8 { 
250 to 499 ‘ ents _ameninainnenaa 14.3 9.2 | 74.1 f 
500 to 999 : : : eat 10.2 | 10. 2 | 84.3 | 20 8 
A eh BAUD Miikka uw dcecdees kigee ope ndilanligalshnnntat i 6.5 | 13.5 90.8 | 4 

9 “and over_._.--- a aS iia tated lima 5.2 | 55.2 96.0 8 
Not available__- See ke AIAG 0 ocr al 4.0 1.5 100.0 


| 
NUMBER OF EMPLOYEES OF BORROWER ONLY (NOT INCLUDING AFFILIATED 
CONCERNS UNDER COMMON OWNERSHIP OR CONTROL) 





Under 25_- 9.9 0.9 9.9 
25 to 49 11.0 1.4) 20.9 
50 to 74 9.9 | 1.3 30.8 
75 to 99... 7.4} a 38. 2 7 
100 to 149 10. 2 | 2.0 | 48.4 
150 to 249 14.2 | 7.1 | 62.6 8 
250 to 499 14.6 10. 4 77.2 
500 to 999 9.5 | 1.1] 86.7 
1,000 to 2,499 5.4 12.6 92. 1 
2,500 and over 4.5 | 46.9 96. 6 8 
Not available_ 3.4 | 5.2 100.0 





No comments appear necessary with respect to the regulation of consumer 
credit and real-estate credit or the voluntary credit restraint program. 


7. A factual statement of action taken as a result of any recommendations or 
suggestions of the Joint Committee on Defense Production 

The Board consulted with the committee regarding the policy to be followe 
in handling allowances for articles traded in on listed articles purchased on 
credit subject to regulation W, consumer credit. 
8. Personnel and advisory committees 

The Board’s Division of Selective Credit Regulation, which had staff respon- 
sibility for administration of the consumer credit and real-estate credit regula- 
tions and the V-loan program, was abolished as of September 23, 1952. Since 
that time the V-loan program has been administered by the Office of Defense 
Loans With a staff of four persons. No persons are presently assigned to th¢ 
sumer credit or real-estate credit regulations and none have been working 00 
the voluntary credit restraint program since last spring. 

During the past year the Board of Governors utilized two business advisory 
committees for the purpose of obtaining technical advice on the subject of leas 
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ng in connection with the real-estate credit regulation. Services of consultants 
employed on a per diem basis also were utilized during the year for a total of 
13 days. Several Federal Reserve banks had committees to advise them re- 
garding matters arising in connection with real-estate construction credit while 
the regulation was in effect. 

No advisory committees were utilized in connection with the regulation of 
consumer credit, and no such committees have been or are being utilized in con- 
ection with the V-loan program. The committees established in connection with 
the voluntary credit restraint program have been discussed in the answer to 
question 8. 


Vajor problems now confronting the agency 


Three of the programs carried out pursuant to authority of the Defense Pro- 
juction Act are inactive at this time, as indicated above, and there are no major 
problems to report in connection with the V-loan program, 


Exuipir A.—Minimum down payments and magvimum maturities under 
regulation W 


| Minimum down payment ! 


Maximur turit 
(percent) {faximum maturity 


Listed articles and loans Oct. 16, | July 31, 


1950. 1951- 
July 30, May 6, 
1951 1952 


Sept. 18- 
Oct. 15, 
1950 


Sept. 18 
Oct. 15, 
1950 


1 articles: 
ssenger automobiles 2 
ijor appliances 4_- 
iture and floor co 
e improvement materials, ¢ 
, and services 4 


At 


purehase listed articles ( 6 (6 (8) (®) 


18 





i1utomobiles, payable in cash, trade-in or both; for other listed articles, payable in cash from Sept. 18 
» July 30, 1951, and in cash, trade-in, or both, from July 31, 1951. Exempted from down payment 
ments: Sept. 18-Oct. 15, 1950, listed articles costing less than $100; Oct. 16, 1950-Apr. 7, 1952, those 
g less than $50; beginning Apr. 8, 1952, those costing less than $100. 
Automobiles of 1942 and older year model removed from list of articles subject to installment sale provi- 
beginning Jan. 2, 1952. 
ludes radios, television, refrigerators, food freezers, phonographs, cooking stoves, ranges, dishwashers, 
washing machines, clothes driers, sewing machines, suction cleaners, room-unit air conditioners, 
umidifiers 
ludes heating, plumbing, and other household fixtures. 
juirement removed beginning Mar. 24, 1952. 
juirements same as on installment sales of the respective articles 


kxuisit B.—Estimate of amounts of consumer installment credit outstanding 


[Millions of doliars] 


Total installment credit o 


standing at end of month Dollar change 


10, 836 
19, 884 
11, 077 
11, $22 
11, 667 
12, 105 
12, 508 
009 
344 
389 
306 
459 


3 

3, 
7 

3. 





: 
: 
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Exuisit C Marimum loan values and marimum maturities on real-estat 
construction credit subject to regulation X 


Prescribed by Board of Governors of the Federal Reserve System effective Oct. 12, 1950, for 1- to 2-fa 
residences, Jan. 12, 1951, for 3- to 4-family and multi-unit residences, and Feb, 15, 1951, for nonre 


Sept 1, 1951 and June 11, 1952 


roperties under authority of the Defense Production Act of 1950, approved Sept. 8, 1950, and a 


i- TO 4FAMILY UNIT RESIDENTIAL PROPERTIES AND FARM RESIDENCES 


Value per family unit 


Not ye than $5,000 


More than $5,000 but not more than $9,000 


More than $9,000 but not more than $15,000 


More than $15,000 but not more than $20,000 


More than $20,000 but not more than $24,250 


Over $24,250 


Not m e thar $7 OO 
More than $7,000 but not more than $10,000 
More than $10,000 but not more than $12,000 


More than $12,000 but not more than $15,000 


More than $15,000 but not more than $20,000 


More than $20,000 but not more than $24,500 


Over $24,500 


Not more than $7,000 


More than $7,000 but not more than $10,000 


More than $10,000 but not more than $15,000 


More than $15,000 but not more than $21,000 


More than $21,000 but not more than $25,000 


Over $25,000 


See footnotes at end of table 


Maximum loan value ! 


Maximum matu 


Oct. 12, 1950, to Sept. 1, 1951 (3- to 4-family units 1 
cluded until Jan, 12, 1951) 


90 percent of value per fam- 
ily unit 

$4,500 plus 65 percent of ex- 
cess of value per family 
unit over $5,000 

$7,100 plus 60 percent of ex- 
cess of value per family 
unit over $9,000 

$10,700 plus 29 percent of ex- 

of value per family 
unit over $15,000, 

$11,700 plus 10 percent of ex- 
cess of value per family 
unit over $20,000 

50 percent of value per fam- 
ily unit 





25 years for propertic 
at $7,000 or les 


20 years for properti« 
at more than $7,006 


Sept. 1, 1951, to June 11, 1952 


90 percent of value per fam- 
ily unit 

85 percent of value per fam- 
ily unit 

80 percent of value per family 
unit 

$9,600 plus 40 percent of 
excess of value per family 
unit over $12,000 

$10,800 plus 20 percent of 
excess of value per family 
unit over $15,000 

$11,800 plus 10 percent of 
excess of value per family 
unit over $20,000 

50 percent of value per family 
unit 


25 years for propertie 
at $12,000 or less.” 

20 years for propertic 
at more than $12,00( 


June 11, 1952, t> Sept. 16, 1952 


95 percent of value per family 
unit 

$6,300 plus 
excess of value per family 
unit over $7,000 


| . ce 
$8,500 plus 55 percent of 


excess of value per family 
unit over $10,000 


$11,300 plus 45 percent of 
excess of value per family 
unit over $15,000. 

$14,000 plus 25 percent of 
excess of value per family 
unit over $21,000. 

60 percent of value per 
family unit. 


percent of 


25 years for propertic 
at $12,000 or less.? 
20 years for properties 

at more than $12,00¢ 
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Exuisit C.—Mazrimum loan values and marimum maturities on real-estate 
construction credit subject to regulation X—Continued 


MULTIUNIT RESIDENTIAL PROPERTIES 


Value per family unit Maximum loan value ! Maximum maturity 


12, 1951, to June 11, 1952 


e than $7,000 83 percent 
family unit 

sn $7,000 but not more than $15,000 $5,810 plus 53 percent of ex- | 
cess of value per family 
unit over $7,000 

in $15,000 but not more than $23,500 $10,050 plus 20 percent of ex- 
cess of value per family 
unit over $15,000. 

50 percent of value per fam- 

ily unit 


June 11, 1952, to Sept. 16, 


e than $7,000 90 percent of value per 


ily unit. 
n $7,000 but not more than $10,000 $6,300 plu 


fam- Do 


5 percent of ex Do. 
cess of value per family 
unit over $7,000 
in $10,000 but not more than $15,000 | $7,950 plus 54 px 


cent ol ex 
cess of value per family 
unit over $10,009 
in $15,000 but not more than $20,000 | $10,650 plus 50 percent of ex 
cess of value per family 
unit over $15,000 
in $20,000 hut not more than $25,000_! $13,150 plus 37 percent of 
value per family unit over 
$20,000 
60 percent of value per fam- 
ily unit 


NONRESIDENTIAL PROPERTIES 


Value of property ¢ Feb. 15, 1951, to Sept. 16, 1952 


50 percent of value of prop- | 25 years.? 
erty. 


If the total amount of credit extended, including all outstanding credit which was granted 
2, 1950, does not exceed $2,500, the loan is not subject to regulation X. 
Ifamortized through substantially equal monthly, quarterly, semiannual, or annual payments which 
liquidate the original principal amount in the prescribed period 
An alternative to the method of amortization described in footnote 2 is allowed which annually reduces 
riginal principal amount by not less than 5 percent until the outstanding balance has been reduced to 
it or less of the value of the property. Not applicable to nonresidential properties 
case of credit extended with respect to nonresidential property involving more than 1 non- 
ul structure, the maximum loan value may be applied separately with respect to each sueh struc- 
with respect to the entire property, at the election of the registrant 


ifter Oct 


DEPARTMENT OF LABOR 


UNITED STATES DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 


Washington, September 26, 1952. 
Hon. BurNeT R. MAYBANK, 


Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 


22, Iam 
forwarding herewith the Department of Labor's report on defense activities under 
the Defense Production Act. 


Yours very truly, 


Deak SENATOR MAYBANK: In accordance with your request of August 22 


MICHAEL J. GALVIN, 
Acting Secretary of Labor. 
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REPORT ON DEFENSE MANPOWER ACTIVITIES 


A. Department of Labor’s authority for defense manpower responsibilities 


The Department of Labor’s participation in programs authorized by the De 
fense Production Act, as implemented by Executive Order 10161, is also based 
upon various other acts prescribing powers and duties of the Department, jn. 
cluding the organic act establishing the Department (37 Stat. 7386; 5 U. Ss. a. 
611); the Wagner-Peyser Act of June 6, 1933, as amended (29 U. S. C. see. 
49 et seq.) ; Defense Housing and Community Services Act of 1951 (65 Stat, 
293); Reorganization Plan No. 2 of 1949 and Reorganization Plan No. 6 of 
1950. Executive Order 10161 specifies that the Secretary of Labor shall utilize 
the functions vested in him so as to meet most effectively the labor needs of 
defense industry and essential civilian employment; it also directs certain speci- 
fic actions to be performed either by the Department or in conjunction with 
other designated authorities. General Order No. 48, issued by the Secretary 
of Labor, assigned responsibilities within the Department and established the 
Defense Manpower Administration to coordinate the defense manpower activi- 
ties of the Department. 

Only the additional cost of stepped-up activities in our normal programs has 
been met with funds appropriated under the Defense Production Act, but the 
greater part of the total cost is financed from regular appropriations. 


B. The Department of Labor is concentrating on civilian manpower programs 
for defense mobilization 

1. Following five general areas: 

(a) Expanding and distributing the labor force where needed through 
voluntary decisions of labor and management. 

(b) Expanding, conserving, and distributing specialized personnel hay. 
ing skills essential to defense mobilization. 

(c) Insuring the best use and productivity of the labor force. 

(d) Creating demand for labor in areas where it is located through pro- 
duction, procurement, materials, and facilities location decisions. 

(€) Planning for the contingency of a greater defense effort. 
Following specifie policy, program and planning activities include 

(a) Guiding and placing a greater than normal number of persons wh 
enter the labor force or transfer from one type of employment to another 
Among these will be approximately 1 million returning veterans and many 
“extra” workers required to meet defense manpower requirements 

(0) Reducing or eliminating area labor shortages and area concentrations 
of unemployment by improving distribution of employment opportunities 
through facilities location, contract placement, materials allocation, and 
community employment planning. 

(c) Relieving manpower shortages in critical occupations through in 
tensive programs of training, upgrading, transfer, and job breakdown. 

(d) Meeting the special manpower requirements of industries engaged 
in high urgency military production programs such as electronics, aircraft, 
atomic energy, and weapons. 

(e) Meeting agricultural manpower requirements necessary to reach in 
creased crop goals. 

(f) Obtaining improved utilization and productivity of the labor force 
through full utilization of local labor, orderly interarea transfers, and vigor- 
ous programs of industrial safety and health. 

(gy) Developing in conjunction with the Department of Defense and the 
Selective Service System policies on military manpower procurement, defer 
ment of registrants, and recall of reserves. 

(h) Developing measures for meeting requirements for engineers, scien- 
tists, and highly skilled workers by (1) stretching the existing supply, (2) 
reducing requirements, (3) accelerating the training process, and (4) en- 
couraging greater numbers of people to undertake training in these fields. 

(i) Developing improved techniques for determining manpower require- 
ments and supply (total, by occupation, by industry and by area) at various 
levels of mobilization. 


to 


C. Department of Labor participation and cooperation with other Government 
and private agencies in achieving defense-production needs 
1. In major policy and program determinations pertaining to manpower the 
Department of Labor: 
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(a) Participates as a member of the ODM Committee on Manpower Policy 

order that civilian manpower programs can be coordinated with military 
I inpower programs. 

(b) Cochairs with ODM a national labor-management committee. All 
major and significant manpower policies and programs are considered by 
this committee in order that manpower agencies get labor’s and manage- 
ment’s assistance in determining manpower policies and programs. 

(c) Participates with the National Security Resources Board, ODM De- 
fense Mobilization Board, ODM Production Policy Committee, the DPA 
Production Executive Committee in order to insure that manpower pro- 
crams are coordinated with production programs especially in regard to 
meeting production goals on schedule. 

(d) Cooperates closely with the Department of Defense and Selective 
Service in programs for meeting military manpower needs, 

2 In connection with general area No. 3 in section B (insuring the best use 
and productivity of the labor force) the Department of Labor: 

(a) Participates in activities of the Critical Areas Committee of DPA 
in order that labor availability may be taken into account in determining the 
areas in which defense production may suffer because of manpower short- 
ages due to lack of housing and community facilities or high rental rates. 

(b) Develops and encourages a total skill-improvement training pro- 
gram which is correlated closely with industry’s manpower needs especially 
in the critical skills (supply less the demand) and particularly those 1e- 
quired to meet defense production goals. 

. In connection with general area No. 4 in section B (creating demand for 
rin ) the Department of Labor participates: 

(a) As a member of the Facilities Review Committee and the Require- 
ments Committee of the Defense Production Administration by contributing 
to the Committees’ deliberations through supplying information about man- 
power in order that decisions on the allocation of materials will be consistent 
with over-all defense mobilization objectives and contribute to more effective 
use of manpower as well as to minimizing unemployment. 

(b) In the Production Advisory Committee on Priorities Administration 
of NPA by contributing judgment and information about manpower in 
order that decisions on limitation as to conditions under which materials 
can be used will be consistent with over-all mobilization objectives and 
provide the items most needed by the civilian economy and the military 
as well as contributing to minimizing unemployment. 

(c) With NPA, DPA, AEC, Department of Commerce, and other defense 
agencies having responsibility for plant location and expansion by insuring 
that manpower factors are taken fully into account in order that work 
will be located where workers are already housed and community facilities 
are already provided. 

(d) With procurement and production agencies by insuring that defense 
procurement, consistent with mobilization objectives, is placed where the 
workers are housed and served by existing community facilities. 

(e) With the DPA Procurement Policy Committee in order that procure- 
ment policy will take into account manpower factors. 

(f) In the Atomic Energy expansion program through committees repre- 
senting AEC, HHFA, ODM, Defense Department, and other interested agen- 
cies, especially in connection with field surveys of areas in which expanded 
AEC facilities are proposed. Estimates are made of manpower availability 
within these areas, and plans are developed for bringing in additional labor, 
if such is needed. 

(g) With the Small Business Committee especially in regard to procure- 
ment. Close working relationships are maintained between the Department 
of Labor and the Small Defense Plants Administration. 

4. The Department of Labor has no regular industry ‘advisory committees 
related to the defense manpower program. 


D. The Department of Labor’s more important contributions to progress in the 
defense effort 
1. Preparation of or participation in major defense policy and program ree- 
cramendations to guide Government, labor, and management on the following 
subjects: 
(a) Procurement and production scheduling. 
(b) Manpower programs for selected defense industries. 
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(c) Wage adjustments. 

(d) Alleviating distressed unemployment conditions in group IV (high 
unemployment) areas. 

(e) Defense training. 

(f) Agricultural manpower. 

(g) More effective utilization of older workers. 

(h) Greater use of physically handicapped. 

(i) Greater use of domestic migrants as a means of reducing the number, 
of foreign workers needed. 

(j) Meeting worker needs for housing and community facilities. 

(k) Accident prevention (booklet prepared and distributed on acciden: 
prevention for the construction industry; similar material now being pre 
pared for the machine-tool industry). 

Within the framework of the major manpower areas described in section RB 
the following specific actions were taken in fiscal 1952. 

(a) Eapansion and distribution of the labor force.—During the year ending 
June 30, 1952, about 15,525,900 placements were made, of which 6,452,600 wer 
nonagricultural. Many of these were in essential civilian or defense industries 
Public employment offices through job-order clearances made 568,933 referrals 
which resulted in 139,000 placements. 

Arranged for the importation of 208,000 contracted Mexican workers: and 
employed at a peak of 122,000 Mexicans, 12,000 Puerto Ricans, and 12,000 oth, 
foreign workers to meet agricultural shortages. 

Consulted with numerous defense industry representatives in connection wit} 
planning measures to solve their manpower problems. 

Issued several materials dealing with job opportunities for women. 
Collected field data and reported findings to WSB relative to manpower ava 
ability and wage rates for rare and unusual wage cases in which the maintaining 

of essential production was involved. 

There are 13 regional and 26 area labor-management committees; 2°? of th 
area committees had been appointed since July 1, 1951. 

On July 1, 1951, there were 58 occupation categories listed as critical (in whic 
demand exceeds supply). From July 1951 to Angust 1952 four categories hav 
been added, two removed and nine revisions in existing categories (changes 
occupations included within a category). 

About 2.3 million employer visits were made by local employment office per 
sonnel and 462,360 employers were advised regarding loss and replacement of 
workers necessitated by the draft and recall of reservists. 

Direct assistance was rendered on 28,217 reemployment case problems whic! 
involved about 85,000 persons, of whom about one-fourth were veterans and 
rejectees. 

By the end of June 1952 procurement contracts valued at 1.1 billion had bee 
placed in areas designated for preferential treatment and contracts amount 
to $42 million were guided into the group IV areas (high unemployment) as a 
direct result of the preference procedures; this reduced unemployment 
substantially. 

(b) Expansion, conservation, and distribution of specialized personnel.—A 
monthly average of 126,000 employers participated in the apprenticeship pr 
grams. A monthly average of 171,000 apprentices were enrolled and about 32,000 
completed their training during the year. In July 1952 there were 21,500 regis 
tered apprentices in occupations listed as critical. 

A limited number of special occupational training programs were initiated i! 
connection with the over-all skill-improvement program. As of August 30, 546 
establishments were carrying out in-plant skill-improvement activities. 

Issued 27,700 copies of the second edition of Occupational Outlook Handbook 
and furnished occupational outlook information for many schools which engaze 
in occupational counseling to students. This handbook summarizes results of 
studies of employment opportunities in over 4383 occupations. Issued severa 
special occupational outlook bulletins. 

Counseled 797,200 workers regarding job opportunities and occupational ad 
justments, of which 55,200 were disabled veterans. 

As of July 1, 1952, there were on BES files 101,000 physically handicapped 
seeking employment through local employment offices ; 33,300 of these were dis 
abled veterans. Many were placed during the year, but this indicates the need 
for increased emphasis as the mobilization effort goes forward. 

*articipated in preparing report on the resources and requirements of spe 
cialized personnel and recommendations as a basis for the issuance of ODM 
Manpower Policy No. 8. 
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c) Use and Productivity of the labor force.—Worked with employers and 
ommunities in developing programs for community facilities to reduce worker 
turn-over as well as creating conditions to induce better use and productivity of 
the local labor force. 

In aiding in meeting defense housing and community facility needs about 
“yy areas Were reviewed, 207 areas were classified and many report were fur- 
nished the Advisory Committee on Defense in fiscal 1952. By July 30, 329 field 
surveys Were completed and 294 statements presented to the Advisory Committee 
n Defense Areas. 

Issued 4,150 reference manuals on planning in-plant manpower utilization 
programs for industry. 3 in! 

Sixty-two safety courses were given in 22 States on safety training. 

Seventeen safety courses were given to various unions. 

rhree hundred-twenty-one special safety trainer institutes were held, and 
training programs were given in 11 different industries in 13 States. 

Various safety programs for Federal agencies were developed in cooperation 

th these agencies. 

Three special industry safety programs were conducted, and as a result of 
these programs, within 6 months the industries have shown injury frequency 

duections of 13, 35, and 37 percent. In addition to these programs, six other pro- 
grams started prior to this year have also been in operation and improvements in 

dent experience for these additional six industries averages about 17 percent 
yr eacn 

Reports on industry manpower studies were received from 90 important in- 
dustries and complete analyses were prepared in 20 eases. 

A total of 178 major labor-market areas and a varying number of smaller 
reas are presently reviewed every 2 months for classification in group I through 
croup IV. In July there were 4 areas in group I, 58 in group II, 95 in group III, 
ind 21 in group IV. 

Many copies of these area classifications were distributed to officials respon- 
sible for procurement, production, and facilities location (group I and group IV 
f primary interest). 

(d) Creating demand for labor where it is available—During fiscal 1952 re- 
viewed 6,000 applications for certificates of necessity (proposed projects request- 
ng accelerated tax amortization), prepared recommendations relative to man- 
power considerations on about 100. This is done to (1) avoid overloading con- 
gested industrial or manpower shortage areas; and (2) assist in creating job 
pportunities where unemployed manpower is available. 

e) Planning for contingency of a greater defense effort—Prepared several 
feasibilty studies dealing with manpower resources and requirements to meet 

th military and civilian needs at various stages of mobilization. 


BE. New problems requiring greater emphasis 


In regard to programs pertaining to fulfilling defense procurement and pro- 

ction facility requirements major emphasis has been and is presently being 
given to the immediate short-run considerations. As mobilization goes forward 
creater emphasis should shift to longer-term consideration of policies, plans, and 
programs and appraisal of their adequacy for attaining the industrial potential 
broadened base) needed for meeting production requirements under conditions 
of full mobilization. 

Major problems which now demand greater attention involve (a) undertaking 
new planning programs which are in addition to the activities mentioned in sec- 
tion C; (b) greater emphasis on some regular programs which are specifically 
pointed toward facilitating the attainment of presently determined defense pro- 
duction goals, and (¢) development of policies, plans, and programs which would 
ve encountered in a period of full mobilization. 

Such activities should include— 

l. The placing of more emphasis on studies, plans, and programs relating 
to future manpower availability as a major consideration in the location 
of expanded defense production facilities and plans and programs should 
be devised to further implement announced policy relating to creating jobs 
in locations which will assure that only minimum migration will be necessary 
in event of full mobilization and that under such conditions essential pro- 
duction will not be curtailed because manpower supplies are inadequate in 
areas where defense plants are located. 

+. Continued emphasis, in accordance with Defense Manpower Policy No. 
4, on manpower availability in procurement as a means of alleviating dis- 
tressed conditions in areas of high unemployment. 
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3. Further study, revision, and strengthening of programs in order to 
encourage greater utilization of domestic migratory workers, and thus reduce 
the number of imported workers needed. 

4. Continued study as a basis for determining civilian manpower require. 
ments (taking into account military needs) and testing these estimates es 
pecially in order to evaluate the probable accuracy, reliability, and useful. 
ness of such manpower-requirement estimates under conditions of fy) 


mobilization. 

5. Development of new methods as well as improvement of existing pro. 
cedures and techniques for estimating, by local area, the manpower yields 
for industrial employment in plants proposed for construction in areas which 


are predominantly rural. 


6. Continued planning for assignment of trained scientific and specialix 
personnel to positions where their contribution is greatest as well as ren 
dering greater assistance in developing plans for assignment to less highly 
trained persons the routine duties which are currently assigned to k 


specialists. 
7. Revision and implementation of programs for more effective uti 


tion of older workers under various mobilization conditions which might 
be encountered. 
8. Development of new plans and programs and further implementation 


of present programs for greater use of the physically handicapped 

9. Participation in formulation of policies, plans, and programs to be 
used in the determination of deferments as well as in the recall to militar 
service of reservists who are pursuing training or are experienced in critica} 
occupations. 

10. Improvement of counseling and occupational guidance, particularly 
to men leaving the armed services, and especially to those who are phys 
ically handicapped. 

1. Further revision of apprenticeship training plans in order to take car 
of the registrations expected from changing deferment policies as well as 
enrollments under the Veterans Readjustment Assistance Act of 1952. 


F. Number of persons on the staff by groups, classified, when actually employed, 
etc. 

Only the additional cost of stepped-up activities in our normal programs has 
been met with funds appropriated under the Defense Production Act, but the 
greater part of the total cost is financed from regular appropriations. It is 
difficult to identify specifically positions giving full time to defense manpower 
program. Many individuals contribute part time. 





HOUSING AND HOME FINANCE AGENCY 


HovusING AND HOME FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington 25, D. C., September 29, 1952. 
Hon. BurNet R. MAYBANK, 
United States Senate, Washington 25, D. CO. 

Dear SENATOR MAYBANK: In reply to your request of August 22, 1952, we are 
submitting a brief summary of the activities of the Housing and Home Finance 
Agency under the Defense Production Act for the past year. 


CREDIT CONTROLS 


The Defense Production Act of 1950, Public Law 774, sections 603 and 605 
contained the initial authorities to control real-estate construction credit. Execu- 
tive Order 10161, issued September 9, 1950, delegated these authorities to the 
Board of Governors of the Federal Reserve Board with respect to non-Gover?- 
ment-aided real-estate credit and to the Housing and Home Finance Adminis- 
trator for the Government-aided programs. The Executive order further pre 
vided that concurrence of the Housing and Home Finance Administrator was 
required in connection with any residential credit regulations issued by the Fed 
eral Reserve Board and and that credit regulations issued by the Housing and 
Home Finance Agency should conform to regulations issued by the Federal 
Reserve Board. 
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\s we have reported previously, the first real-estate credit regulations estab- 
lished under this authority were announced jointly by this Agency and the Fed- 
ral Reserve Board on October 12, 1950. They established for single-family 
uses minimum down payments for houses of various prices and also maximum 
aturities. On January 12, 1951, similar controls were extended to multifamily 
housing. The purpose of the controls was to reduce inflationary pressures on 
he housing market and to conserve critical materials going into housing. The 
modifications to the credit controls made on September 1, 1951, as a result of the 
mendments to the Defense Housing and Community Facilities and Services Act 

1951 have also been reported. This amendment specified maximum down 
ayments which could be required on houses costing up to $12,000. 

Following this relaxation, no change in the credit controls was deemed neces- 
sary until June of 1952. At that time the Federal Reserve Board and the Housing 
and Home Finance Agency jointly concluded that a further relaxation of the 
ontrols was justified in the light of the availability of materials and conditions 

the housing market. The change did not constitute a major relaxation, but 
rather a modification designed to provide more consistent and equitable down- 
payment requirements for the different price levels. (Attached is a copy of the 
nnouncement and the Schedule of Real Estate Credit Terms issued at that 
time.) 

Following this, the Defense Production Act Amendments of 1952, Public Law 
429, approved on June 30, 1952, further modified the credit-control authority. 
The amendments added to the Defense Production Act a new section 607, which 
rovided that if the seasonally adjusted volume of housing starts remains below 
an annual rate of 1,200,900 for three consecutive months, real-estate credit con- 
trols shall be relaxed so as not to require a down payment of more than 5 per- 
cent of the transaction price. The act also authorizes restoration of credit 
controls if home construction for three consecutive months equals or exceeds 
this annual rate. 

During June, July, and August the rate of starts was below the 1,200,000 
annual rate. Accordingly, on September 16, 1952, the Federal Reserve Board, 
with the coneurrence of the Housing and Home Finance Administrator, an- 
nounced a period of residential credit-control relaxation. Pursuant to this, the 
Federal Reserve Board announced the complete suspension of its regulation X. 

However, during this period of residential credit-control relaxation certain 
credit restrictions, consistent with the law, are being maintained in the Govern- 
ment programs. The following down-payment requirements will apply to one- 
to four-family home loans insured or guaranteed by the Veterans’ Administra- 
tion: For homes priced at not more than $8,000 the veteran purchaser should 
be required to pay 4 percent of the sales price or closing costs, whichever is the 
esser. For homes priced at more than $8,000 but not more than $8,400 the 
nininum down payment is 4 percent of sales price. The maximum loan in such 
cases will represent the difference between the required down payment and the 
transaction price (which includes closing costs). For homes priced at more 
than $8,400 the minimum down payment is 5 percent of sales price (with the 
maximum loan calculated in the same way). As requested by the Veterans’ 
Administration, down-payment requirements, except closing costs, will be waived 
in individual hardship cases where a veteran could not purchase a home suited 
to his needs and income without such a waiver. There will be no change in the 
present regulatory amortization requirements for VA loans. 

The FHA returns to the maximum mortgage ratios permitted by statute in 
each of its programs, except that it will establish a maximum mortgage of $14,000 
for single-family homes insured under title II. There will be no change in its 
present regulatory amortization requirements, or in other regulations which it 
has issued in connection with credit control. (Attached is a copy of the schedule 
of real estate credit terms effective September 15, 1952, for loans insured by 
the FHA.) 

The Department of Agriculture returns to its regulations on loans assisted or 
made by it which were in effect prior to the imposition of credit controls. These 
regulations require equity in the farmhouse as great or greater than the equity 
requirements which will remain in effect in the other Government programs. 


h 
LB 


CLAIMANT AGENCY FUNCTIONS 


The Housing and Home Finance Administrator was designated by the Secretary 
of Commerce as claimant for controlled materials with respect to all new non- 
arm housing construction. Authority for carrying out the Administrator’s 
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— 


claimant responsibilities stems from title I of the Defense Production Act of 
1950. Executive Order 10161 and Department Order 127 of the United States 
Department of Commerce. In addition certain operating functions were dele 
gated to the Agency by the NPA. These responsibilities include the following 
activities : 
1. Estimating and evaluating materials requirements for the severg| 
Ageucy programs. 
2. The presentation and justification of nonfarm housing requirements to 
the Requirements Committee of the Defense Production Administration, 
3. The processing of special requests for priorities assistance and hard 
ship applications. 
4. Participation in several DPA and NPA committees on program allot 
ments of critical materials. 

On October 1, 1951, residential construction was brought under the Controlled 
Materials Plan issued by the NPA which contained the basic regulations covering 
controlled materials. 

In an effort to establish a basis for assuring the provision of sufficient quanti 
ties of scarce materials to take care of housing construction needs in the defens: 
mobilization period, and to provide as equitable a system as possible, a program 
of self-authorization for use by builders of one- through four-family homes requir 
ing not more than certain specified quantities of steel and copper was put in 
effect. Multifamily housing as well as one- to four-family residential constru 
tion needing more than the prescribed quantities, required authorization, and 
specific allotment of controlled materials. 

This Ageney in its requests for controlled materials made its estimates 
contemplation of eliminating the use of aluminum and permitting only 35 pounds 
of copper and 1,800 pounds of steel to be self-authorized for each dwelling unit 
with a steel water-distribution system, or 160 pounds of copper and 1,450 pounds 
of steel with a copper water-distribution system. 

On March 6, 1952, NPA issued a new order applicable exclusively to residentia 
construction under the Controlled Materials Plan and authority was delegated 
to this Agency to administer the controls on residential construction contained 
in that order. Previously residential construction came under a general con 
struction regulation under the administration of the NPA. 

In view of the availability of increased supplies of steel the new order permitted 
500 more pounds to be used for single-family dwelling units under the self 
authorization procedure. On July 1, 1952, an amendment was issued increasing 
substantially the amounts of copper and aluminum which could be used in resi 
dential construction. A second amendment issued August 4, 1952, increased st 
further the amounts of aluminum and copper available for housing. These 
changes reflected the steadily increasing supply of copper, aluminum, and stee 

Generally, controlled materials have been made available in sufficient quan! 
ties to maintain the desired rate of new housing starts. By careful consideration 
of applications by builders of multiunit construction, and by substitution wher 
ever possible of less critical materials, residential construction, other than ‘ 
tain luxury types, proceeded even during the period when controlled materials 
were in shortest supply. 

Sincerely yours, 
RAYMOND M. Forey, Administrato 


JOINT RELEASE OF THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM 
AND HousiINe AND HOME FINANCE AGENCY, JUNE 9, 1952 


The Board of Governors of the Federal Réserve System and the Housing and 
Home Finance Administrator today announced revisions of regulation X and 
related restrictions on housing credit affecting one- to four-family houses and 
multiunit residences, effective June 11, 1952. No change was made in terms 
affecting nonresidential properties, although the Board indicated that a change 
in this area was still under consideration. 

The revision in regulation X will permit more liberal credit terms for conven 
tionally financed one- to four-family housing built after August 3, 1950. At the 
same time the Federal Housing Administration and the Veterans’ Administra 
tion have been authorized by the Housing and Home Finance Administrator 
change their related regulations covering FHA-insured mortgages and VA 
guaranteed loans to bring them generally in line with the revised regulation \ 
FHA and VA regulations apply to both old and new housing. A similar revisio! 
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is being authorized in the terms applicable to farm-housing loans made by the 
ners Home Administration. 
The lowered down payments apply in varying degree from the lowest- to the 
shest-priced homes, In the case of FHA and conventional loans on one- to 
family residences, the down payment has been reduced from 10 percent to 
rcent on houses costing $7,000 or less. At the other end of the seale, the 
down payment has been reduced from 50 percent to 40 percent for houses costing 
$25,000 or more. In the range of $7,000 to $25,000 the new down-payment sched- 
ile represents a gradual curve rising from 10 percent to the 40 percent maximum. 
Che schedule of down payments for VA-guaranteed mortgages has been pro 
portionately adjusted to maintain a preference for veterans as required by the 
Defense Production Act. No down payment is required on veterans’ housing 
costing up to $7,000, although closing costs must be paid in cash. The down pay 
nent required for houses costing $25,000 or more financed with a VA mortgage i 
5 percent compared with the previous maximum of 45 percent 
The minimam down-payment requirements for multiunit housing (residential 
structures containing more than four-family units) have also been revised 
downward. The range is from 10 percent to 40 percent for such housing as 
ompared with a range of down payments from 17 percent to 50 percent under 
the previous schedule. 
No change Was made in the time allowed for paying off mortgage credit subject 
any of these restrictions. The maximum amortization period on properties 
valued at $12,000 or less is 25 years and for higher priced properties 20 years, 
except that veterans may be allowed a longer period if there is a finding by the 
Veterans’ Administration that a shorter amortization would cause hardship 
The Board of Governors also announced two technical amendments to regula- 
tion X. The first of these provides special assistance for tenants and home 
owners Whose homes have been destroyed or damaged in areas where major dis- 
asters have occurred. In addition, regulation X has been amended to provide for 
nger-term sale agreements where properties being purchased will not be occu- 
pied or used by prospective owners until the financing terms comply with 
eguiation X. 
Attached are copies of the down-payment and maximum-loan schedules re- 
iired: (1) Under regulation X and for FHA-insured loans on one- to four-family 
s, (2) under VA-insured or guaranteed credit on one- to four-family houses, 
(3) under regulation X and FHA-insured loans on multiunit residences. 
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Real-estate credit terms effective June 11, 1952, for home loans guaranteed by 
the Veterans’ Administration (1- to 4-family residences) 


Minimum down 
payment ! 
e per family unit | The minimum down payment! per | Price per family 
is family unit is— unit 
Percent 


Amount 
ount of y alue 


{$5,000 

than $7,000_. ..| Closing costs - £$6,000 
1$7,000 

{$8,000 

$7,000 but $280 plus 10 percent of excess of sales |{$9,000 
in $10,000. price over $7,000. $10,000 
{$11,000 
($12,000 
$13,000 
$14,000 
)$15,000 
$16,000 
$17,000 
$18,000 
$19,000 
$20,000 
($21,000 


we 


$10,000 but $580 plus 16 percent of excess of sales 
in $12,000. price over $10,000. 


nNounNne 


$12,000 but $900 plus 55 percent of excess of trans- 
in $16,000. action price over $12,000 


AQAseow 


$16,000 but $3,100 plus 57 percent of excess of trans- 
in $21,000 action price over $16,000. 


nwow 


in $21,000 but $5,950 plus 70 percent of exeess of trans 
in $25,000. action price over $21,000. 


ow 


$25,000 
100 .--.---.| 35 percent of transaction price Over $25,000 . 35.0 


ules price (which excludes closing costs) is $7,000 or less, closing costs must be paid in cash. If 

rice is more than $7,000 but not more than $12,000, the minimum down payment is computed on 

f sales price. The maximum loan is the difference between such down payment and the trans- 

e (which includes closing costs). If the sales price is more than $12,000, both the minimum down 
t and the maximum loan value are computed on the basis of the transaction price. 
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mum mortgage amounts, effective Sept. 16, 1952, for loans insured by Fed- 
| Housing Administration on owner-occupant single-family homes and 
and 4-family homes under secs. 8 and 203° 


Owner-occupant single-family homes | Single-family 
approved for mortgage insurance prior homes not 
to beginning of construction 4 approved for 

. mortgage 
FHA value inenremee 
prior to be- 
ginning of 


construction? 


4 or more 
2 bedrooms } : an 
edroom 


000 $4, 000 
, 800 4, 800 
600 5, 600 
400 6, 400 
7, 200 7, 200 
000 000 
SOO YOO 
HOU 600 
400 10, 400 
200 11, 200 
000 12, 000 
S800 12, 800 
13, 600 ,, 600 
000 l 400 
4 OO l 200 
4, 000 000 
4 000 l ROO 
4, 000 17, 600 
4 
4 


14, 000 400 
14, 000 9, 200 
14, 000 20, OOO 


Se ee ee ee be pe oe We OO ND BO 


ximum ratio of loan to value cannot exceed 80 percent except that for single-family owner- 
iwellings approved for mortgage insurance prior to the start of construction the ratio can be: 
a B) (2) (C), 95 percent of the first $7,000 of value plus 70 percent in excess of $7,000 to a maximum 
of $9,450; see. 203 (B) (2) (D), 95 percent of value to a maximum loan of $6,650 for a 1- or 2-bedroom 
$7,600 for a 3-bedroom dwelling; $8,550 for a dwelling with 4 or more bedrooms 
limits: $14,000, single-family dwelling; $16,000, 2-family dwelling; $20,500, 3-family dwelling; 
4 or more family dwelling 
mum cash investment requirements: Sec. 203 (B) (2) (A), 10 percent of total cost of acquisition; 
b) (2) (C), 5 percent of the first $7,C00 of acquisition cost plus 30 percent of the balance of such cost; 
b) (2) (D), 5 percent of the FHA value; title 1, sec. 8, 5 percent of the FHA value 
of mortgage, not to exceed 20 years except where the acquisition cost per family unit is $12,000 or 
the property is approved for mortgage insurance prior to beginning of construction, the term may 


rs 


Varimum mortgage amounts, effective Sept. 15, 1952, for loans insured by FHA 
under sec. 207 multi-unit residences 


Maximum oan 


amount under 
~| Me mur ( 
FHA sec. 207 Maximum loan 


mount under 
statutory limita- schedule effective 


tions or real-es- Sept. 15, 1952 
tate credit terms FHA sec. 207 
effective June 11 statutory limite- 
to Sept. 15, 1952, . ee ; 

whichever is the — 


lesser 


Value 
lue per family Maximum loan amount per 
unit is re fomily unit is family 

unit 


Less than) 4rooms |L lan) 4 rooms 
4 rooms or more r00 or more 
per unit | per unit nit | per unit 


re than $7,000...| 90 percent of value per 

family unit. 

$7,000__.....| $6,300, plus 60 rercent of $7, 000 $6 $6, 300 
excess of value per fam- 8, 000 j 6, 850 
ily unit over $7,000, but 9, 000 § 400 
not to exceed $7,200 for 10, 000 J 950 
less than 4 rooms per 11, 000 ; . 100 
unit 12, 000 , 100 
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RECONSTRUCTION FINANCE CORPORATION 


RECONSTRUCTION FINANCE CORPORATION 
Washington, September 23, 1952 


Hon. BurNet R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
Congress of the United States, Washington, D. C. 


~< 


Dear SENATOR MAYBANK: Your letter of August 22, 1952, receipt of which was 
acknowledged by Mr. McDonald's letter of August 29, requested a report of ow 
operations for the past year under the Defense Production Act for inclusion j, 
the annual report of your committee. 

The enclosed material is submitted in two parts: the first having to do wit} 
RFC’s lending operations and the second covering our production and purchas 
ing activities. 

Please call on us if you desire any further information. 

Sincerely, 
C. A. Beutel! 
Deputy Administ: 


SuMMARY OF RFC Activities UNDER DEFENSE PRODUCTION AC1 
PART I—RFC LENDING ACTIVITIES 


1. The Reconstruction Finance Corporation makes and administers al! loans 
under the Defense Production Act of 1950, as amended, to private business e 
terprises (including research corporations not organized for profit) for the ex 
pansion of capacities, the development of technological processes, and the pro 
duction of essential materials, including the exploration, development, and min 
ing of strategic and critical metals and minerals. In addition to Defense Pr 
duction Act lending authorities, the RFC makes many loans important to & 
fense under the general lending authority of section 4 (a) of the RFC Act. A 
ditional special defense loans are being made under section 409 of the Fede 
Civil Defense Act. RFC lending activity through our fiscal year 1952 emph 
sized financial aid to producers of goods and services needed in the defense ef 
fort. Lending policy for all types of loans was adjusted to conform with t 
credit restraint principles set up under section 708 of the Defense Production Act 

2. RFC’s authority for section 302 loans is derived from Executive Order 
No. 10161 of September 9, 1950, as amended by Executive Order No. 10281 of 
August 28, 1951. Responsibilities for loans to small business concern: 
section 714 (i) stem directly from that section of the Defense Production A 

3. Loans made by RFC under DPA section 302 must, if for expansio 
cilities, be certified by 

(a) The Defense Production Administrator with respect to loans 
ufacturers and other business enterprises ; 

(b) The Secretary of Agriculture, with respect to loans in conne: 
food and food facilities; and 

(c) The Defense Materials Procurement Administrator, with r 
loans in connection with strategic and critical materials. 

Letters of understanding, recognizing and expressing the cooperative ri 
tionship between RFC and these agencies have been received and their pr 
sions are in effect. Copies of the letters from the Defense Production Adn 
tration and the Department of Agriculture were submitted to you Oct 
1951. The letter from the Defense Materials Procurement Administrator 
Similar in content and scope. 

Loans made by RFC under DPA section 302 need not be certified as al 
if the proceeds of the loans are to be used chiefly to provide working capital, wit 
only minor amounts of facilities expansion. It is RFC’s policy in such 
to require satisfactory evidence from the defense procurement agency involv 
that a defense contract has been awarded or that important defense work is 
being performed for which such capital is needed. 

Loans under DPA section 714 (i) are made by RFC upon recommendation b 
the Small Defense Plants Administration. 

Loans under section 4 (a) of the RFC Act are made where a defense, defenst 
supporting, or an essential civilian activity is involved, and conform to thie al 
inflationary principles of credit restraint. 
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The following table summarizes RFC’s lending activity under these programs 
for fiscal year 1952. 


Authorizations 


Number | Gross amount 


inder sec, 302 ° re sate 5 121 $174, 859, 000 

working capital loans : 4 ig 54 24, 638, 000 

714, loans recommended by SDPA-_.-- : aes 3 : 55 _ 232, 000 
1), RFC Act: 

ess loans ! sation ‘ nedad 547 

c agency loans. --_.---. 17 5, 277 


pete eneimineaiaeda’ A ; , 277, 000 
0, Federal Civil Defense Act... .--. ‘ ; = 2 , 750, 000 


5, 853, 000 


609, 00€ 


Does not include loans made to disaster victims. 


4, Authorizations under the programs listed in the table above have been effec- 
tive in meeting the financial needs of hundreds of firms engaged in scores of 
certifiable defense programs, from basic steel to parachutes. Many firms, so 
aided, were thereupon able to demonstrate their productive abilities and later to 
secure private loans for their subsequent defense contracts. 

5. As will be shown in No. 9 of this part, RFC during fiscal year 1952 author- 
zed under the various programs a total of 500 loans in the amount of $331,000,000 
for purposes directly connected with the defense effort. In numbers and amount 
this total is substantially greater than the total of national defense business 

ans authorized during the somewhat similar period of fiscal year 1941, and 
it approaches the dollar volume of national defense loans authorized in fiscal 
year 1942. 

It is national policy to hold Government lending and Government ownership 

f defense facilities to a minimum, and to accomplish necessary expansion by 
eans of private investment aided by accelerated amortization privileges. By 
far the greatest increment has come about through these means. As shown in 

e tables presented in No. 9 of this part, these lending programs aided many 

ncerns Whose products or services are vitally needed by the Armed Forces and 
vho were yet unable to obtain the required financing from private sources. 

6. Defense loans authorized under sections 302 and 714 of the Defense Pro- 
luction Act and under section 4 (a) of the RFC Act have aided many small 

mcerns to add their productive abilities to the rearmament program. No com- 
pletely adequate measure of size of firm aided is available. However, almost 
vithout exception, such loans have been made to those firms which are generally 
ecognized as being small to medium in size, and which lack dominance in 

eir field. 


Rki'C has followed its practice of past years in not declining any small-business 
i application until it has had a thorough review by the Office of Small Business 
u Washington. RFC personnel have participated in the small-business clinics 
eld throughout the country by the Select Committee on Small Business of the 
House of Representatives. 
7 RFC has advisory committees established in each territory served by 
ts loan agencies. These advisory committees are composed of representatives of 
ks and private businesses located in the respective areas. The function of 
iese Committees is to advise our loan agencies concerning local conditions that 
would be of interest to the Government in making available financial aid in that 
‘ritory. These committees review loan applications and make recommenda- 
tons with respect thereto. 

‘. The RFC is not aware of any problems in connection with the discharge of 
(s responsibilities under the Defense Production Act which it feels might require 
enedial legislation. The concentration of defense lending responsibilities within 
the single organization of the RFC has permitted the channeling of all defense 
oan applications into one place (our loan-agency offices), and has greatly 
facilitated their handling. 

Loans are being made to small business or other defense concerns with some- 
hing less than what we would ordinarily consider adequate security for com- 
parable general commercial loans, and losses will be incurred, but it is assumed 
rom certifications by the appropriate reviewing agencies that public policy or 
tie national need warrants the risk assumed. Everything practicable consistent 


7. The 
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with the emergency nature of the defense production program is being don, 
through the setting of appropriate terms and conditions to keep necessary losses 
at a minimum 

9. Loans made by RFC under its various authorities during the past year haye 
all been directly connected with defense, in support of defense, or for essentia 
civilian purposes. The following tables reflect the product groups which RF 
authorizations have aided. 


Defense loans authorized by RFC, fiscal year 1952 





Product or service Number Gross ar 

Aircraft and components SS $31, 28 
Combat tank components 16 g 
Weapons and components 12 § 
Ammunition and containers (except wood ammo boxes 24 S 
Instruments, electric and electronic equipment and parts 65 
Re h and development 11 , 
Mining, milling, smelting, and alloying 23 
Basic steel... l 
Scrap-metal reclaiming 9 
Structural steel and large metal fabrications 22 
Wire, castings, forgings, machined items 48 8 
Metal and plastic working machinery and accessories 26 4 29 
Machinery and components (except electrical 17 { , 
l'ransportation equipment (except aircraft 18 4 
Chemicals, paints, and petroleum products 19 4 
Plastie and rubber products 7 7 
Lumber and basic wood products (including ammo boxes 26 ( 
Food processing and storage 7 2 
lextiles and finished textile products : 13 4 8 
Refractories and dead-burned dolomite 3 4 
Aggregates and concrete production 7 
Construction; general and special trades contractors 15 
l'ransportation, freight terminals, and petroleum storage facilities . 13 
Miscellaneous. -. ‘ ‘ 10 10 

Total_. pinnae itiaiainigie hae 500 30, 69 





Defense-supporting and essential civilian loans authorized by RFO, fiscal year 








1952 
Number | Gros 
l'o increase food supply and to aid agriculture sapiabeanbdhihend ehenibea teeth ed 124 $10, 823, 00 
Meat, fish, dairy products, poultry and eggs . 31 2, 24 
Other food proc ers—canners, freezers, bakers | 20 4, SSS, OO 
Flour and feed | products; sugar beet and soybean processors 23 28S, (0K 
Grain elevators, rice mills, cotton gins, and farm products storage hel dl 22 4, OO 
Seeds, insecticides, and fertilizers 16 45, OOK 
Other farm supplies and services, chiefly implements 2 a8 
Contractors: Buildings, highways, utilities, airports, railroads, ete. -.-._- 20 1, 28 
Manufacturing, except metals | 57 
rextile mill products nae 11 { 
Lumber and wood products aes 30 1,714 
Stone, clay, and glass products i , netauthé 14 44 
Paper and paperboard; leather . ‘ ae 2 K 
Metal products manufacturing. ......_... bd als ao dea 16 533, 00 
Wire products, stampings, and castings ee 4 
'railers, tanks, trucks, and boats 5 A 
Nonferrous products : wee 4 3, (0 
Machinery ‘ neal, 3 121, O0 
Essential services.......- et Pe ee A ee oe 79 64¢ 
r'ransportation—highway, water, and air ‘ . 8 SUS, Us 
Communications and utilities o S 22 446, O00 
Medical and other health services . ‘ J 8 Bd, OA 
Repairs, salvage, and reconditioning ; 35 ii 12 190, UN 
‘uel, electrical fixtures, and building supplies . he a debe 15 557, OO 
Other essential civilian services eal ‘ : ik distendantal 14 ou, MA 
We Rs ttwchbctdiacadilddclisetinetiihs jnSoL aka whi chit oil 296 2 MA 


—— ee 
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PART II--—-RFC DEFENSE PRODUCTION AND PURCHASING ACTIVITIES 


1. The purchase, carrying, and sale of tin to industrial users and to the stock- 
nije constitute the major RFC material program carried out under the Defense 
Production Act. Almost inextricably associated with this program is that 
(a) buying, selling, and transporting tin and tin ores and concentrates, (0) 
improving, developing, and maintaining, and operating by lease or otherwise the 
Government-owned tin smelter at Texas City, Tex., (c) financing research in 
n smelting and processing, and (d) doing all other things necessary to accom- 
lish these objectives. 

RFC’s duties in connection with tin stemming from the Defense Production 

t derive as follows: 

(a) The National Production Authority requested RFC on January 12, 
1951 “to undertake the function of acquiring and disposing of tin-bearing 
materials in connection with the defense program.’ 

(b) The General Services Administration on March 5, 1951, delegated 
authority to RFC to purchase and to make commitments to purchase tin- 
bearing materials as well as metal for governmental use or for resale pur- 
suant to Executive Orders 10161 and 10200 issued under authority of the 
Defense Production Aet of 1950. 

(c) In its Tin Order M-8 dated March 12, 1951, the National Production 
Authority constituted RFC as the sole importer of pig tin except for con- 
tracts already in existence at that time. The order also sets up a system of 
tin allocations similar to the one used by the former War Production Board 
under which consumers were allocated specific quantities of metal from 
specific suppliers, predominantly RFC, for permitted uses. On June 24, 1952, 
Defense Production Administration approved a future program to guide 
the Government operations in tin under which, among other things, RFC 
was requested to maintain a reserve inventory of tin to meet emergency 
demands of industry. Defense Production Administration authorized RFC 
to borrow from Defense Production Act funds to finance this holding. 

The other responsibilities in connection with RFC tin operations derive from 
Public Law 125, approved June 28, 1947 (61 Stat. 190). Public Law 723, Highty- 

st Congress, extends the authority through June 30, 1956. 

8. On January 25, 1951, the New York price for tin reached its all-time high 

iotation of $1.88 a pound. On the same date Office of Price Stabilization 
established ceilings and the price rose no further in the domestic market, 
hough the highest recorded price in Singapore was $1.93+ on February 14, 
11. Adding normal charges, this would have been the equivalent of about 
81.9714 in New York. While purchasing concentrates for its smelter operations, 
RFC bought no metal for its own account, but did buy somewhat less than 1,000 
for account of General Services Administration during the early months of 

On March 6, 1951, the Senate Preparedness Subcommittee’s report on tin 
was made public, and the world price dropped precipitately during the following 
yeek. When National Production Authority issued its Tin Order M-S on March 
12,1951, the New York market ceased to quote. REC, which for about a year 
hal been selling tin at a price based on the average of New York quotations for 
the week following the date of the sales contract, was forced to quote a fixed 
rice, $1.34, the last New York quotation, for its sales. Between then and 
January 1952 this price rose to $1.5014 and finally became $1.2114, where it is 
today. 

Meantime, having become practically the only supplier as well as importer of 

RFC adopted the policy, recommended by other governmental agencies 
iving an interest in the metal and by the Johnson report, of refraining from 

ing. It did, however, continue to buy such concentrates as were available 
i order to keep its smelter in operation. It also continued to receive concen- 
rates under long-term contracts with the Indonesians and the Belgians until 
ate in the year, when it relinquished its contract options for additional tonnages 
lt was unable to come to more than temporary short-term contracts with the 
Bolivians during this time, so that by the end of 1951 it had only a small intake 
(smelter feed from spot concentrate purchases mostly in Thailand and Mexico 
GSA, meanwhile, in midyear exercised its option to accept only token deliveries 
of metal during the last half of 1951 under its contracts with the Indonesians 
ind Belgians. 

_The United States and United Kingdom agreement of January 1952, not nego- 
tlated by the Corporation although it was designated as the agency to function 
‘he purchases, provided the country with 20,000 tons of metal for delivery during 


27546—53——_19 


10"4 
} 
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1952 and, while imposing certain restrictions on the United States freedom of 
action, served to stabilize the price at the equivalent of $1.2144 New York. This 
was soon followed by long-term agreements with the Indonesians and the Belgians 
for substantial tonnages of both ores and concentrates at prices based on that of 
the United States and United Kingdom agreement. RFC began in late January 
to buy small tonnagés of metal under spot contracts with brokers and continued 
to do so until August 1952. When the Bolivian revolution in late April placed 
Senor Paz Estenssoro in power, the tin producers of that country sold their large 
tonnages of concentrates accumulated in Peruvian and Chilean ports to the 
Corporation at prices based on the United States and United Kingdom agreement 
rice, 

' On June 2, the workers at the smelter went out on strike, but by then RFC 
had enough tin on hand to supply all industrial demands as allocated by NPA 
This agency rescinded its designation of RFC as the sole importer of meta) 
effective August 1, and the Corporation ceased its buying from brokers in order 
to carry out the intent of returning the tin business to private hands. However, 
it continues to make tin available, subject to NPA allocation, at the price of 
$1.2114, and to buy all concentrates available. On August 18, the smelter workers 
approved a new contract and returned to work the following day. 

RFC has at all times maintained a close association with various other agen. 
cies interested in tin. GSA has cooperated in buying excess RFC inventories 
for the stockpile, in refraining from further independent purchases and in relin- 
quishing its options. The Department of State has a constant interest in the 
metal business because of its international ramifications and their effect on our 
foreign relations. The defense agencies have shown their concern in tin and 
have cooperated effectively to recommend policies and means to obtain the 
metal and to control its uses. National Security Resources Board and Bureau 
of Mines, Department of Interior, have participated in policy formulation and 
in obtaining statistics. ECA and its suecessor have been instrumental in aug- 
menting supplies of tin which would be available in case of need. Other agencies 
having smaller interests have also cooperated. 

4. During the period from January 1951 to January 1952, the price of tin was 
brought down from $1.88 to $1.21% a pound New York, with no change in price 
since. RFC has supplied all industrial needs as allocated by NPA to date, and 
during 1952 through August 31 turned over to GSA for the national stockpile 
more than 25,000 tons of metal, with the prospect of delivering further substan- 
tial tonnages by the end of the year. It operated the smelter continuously, 
except for the strike period, though at times not at full capacity. It is also 
holding, at the request of interested agencies, a reserve inventory of 15,000 tons 
of metal to cover such industrial emergencies as may arise. 

5. In view of the uncertainties of the present world situation and the strong 
probability of a resumption of inflationary speculation in the price of tin, there 
exists a need for a controlling factor which is supplied by RFC’s ability to make 
tin available at a reasonable price such as its quotation of $1.21%4. Further: 
more, it provides the mechanism for a centralized organization handling tin 
strong enough to negotiate with the Government-controlled producers or any 
eartel that might be formed. The governments of the tin-producing nations 
have a great interest in the metal because of its dollar-producing capacity. The 
United States consumes somewhat more than one-third of the free world pro- 
duction for industrial uses plus additions to the national stockpile. 

The continued operation of the smelter is based on compelling strategic con- 
cepts. The United States mines practically no tin within its territories. South 
east Asia, exposed to attack by Communist elements, produces more than half 
the free world’s tin. It smelts and refines two-thirds of this production at smelt- 
ers in British Malaya. The balance of production comes principally from Nigeria, 
the Belgian Congo, and Bolivia. Except for the production of the latter country, 
which sends about half its tin concentrates to United States for conversion to 
metal, most of this production, together with most of the Indonesian production, 
goes to smelters in England, Belgium, and Holland. The European smelters are, 
of course, exposed to possible attack. 

In contrast to all other producers’ material, Bolivian concentrates are of low 
tin content, contain relatively large amounts of impurities, and cannot be handled 
by the European smelters on a large scale. The Texas City Smelter is capable 
of handling the low-grade Bolivian concentrates as well as high-grade material. 
It is the only major tin smelter in the Western Hemisphere, and has the capacity 
to supply all industrial requirements of the United States if given sufficient ap- 
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propriate feed, which could, if necessary, be furnished by the entire production 
of Rolivia and Africa. ' : ‘ ahieaetl 
Approximately half the United States industrial consumption of tin is used 
manufacture of tin plate for cans and containers and about half the re- 
mainder is used for solders and bearing metals. Tin is thus of great importance 
to the life of the Nation and to the effectiveness of a mechanized armed force 
| as to its subsistence. 
«& The smallest normal trading unit of tin metal is 5 long tons, although there 
are jobbers, doing less than 10 percent of the tin business, who sell in quantities 
a small as a few hundred pounds. Over half the number of allocations each 
month are for quantities of 10 tons or less. We have made no analysis of the 
financial structure of tin users but would estimate that not more than 40 percent 
huvers from RFC each month have more than $500,000 capitalization. 
7, All policies and major actions of RFC relating to tin were undertaken 


n the 


pursuant to recommendations of the committee except those in connection with 
the actual operation of the smelter. 

8. Throughout the period under review the Corporation has handled its tin 
operations through the Tin Division, Office of Production, headed by the Chief 
of the Division, the Assistant Chief, the Assistant to the Chief, technical and 

employees. It has also maintained a representative at the smelter to 
supervise its interests there in relation to the operating company and one in 
Bangkok, Thailand, to purchase and ship tin concentrates bought in that coun- 
try. The total for the Division is 17, excluding the legal and accounting staffs. 

9. Major problems now confronting RFC with respect to tin are 

1) Maintenance of a reasonable tin price. 
2) Carrying the recommended industrial reserve. 
(3) Acquiring sufficient tin for such demands as industry may make and 
for transfer to the national stockpile. 
(4) Operation of the smelter. 

10. In addition to the above, and under basic authorizing statutes distinct 

m the Defense Production Act but coordinated with its operations, RFC 
performs the following functions intimately related to the national defense: 

Synthetic-rubber production—Under authority of the Rubber Act of 
148, approved March 31, 1948 (62 Stat. 101), as amended, RFC maintains and 
operates a rubber-producing industry in the United States of sufficient produc- 
tive capacity to assure the availability in the present emergency of adequate 
supplies of synthetic rubber to meet the essential civilian, military, and naval 
needs of the country. The Rubber Act provides that production shall not be 
less than 200,000 long tons per annum of general-purpose rubber (GR-S), and 
not less than 21,667 long tons of special-purpose rubber (butyl), of which at 
least 15,000 long tons shall be of a type suitable for use in pneumatic inner 
tubes. The act further requires the maintenance of active or stand-by rubber- 
producing facilities having an annual rated capacity of not less than 600,000 
ong tons of GR-S and not less than 65,000 tons of butyl. 

During World War II this Corporation developed and operated a tremendous 
synthetic-rubber production industry. In the light of the Japanese advance 
vhich overran the major areas of the world’s natural-rubber production, the 
importance of this domestic synthetic-rubber industry to victory cannot be over 
estimated. After the war, production of synthetic rubber was sharply cut, many 
facilities were taken out of operation and put into stand-by condition, and it 
was expected that the various facilities involved would be sold for operation by 
private industry as soon as satisfactory arrangements could be made. 

However, beginning in January 1950, a booming civilian economy, coupled 
with accelerated military requirements and natural-rubber stockpiling, resulted 
ina demand for rubber of all types which rapidly outstripped the supply. Active 
competition for available supplies of natural rubber skyrocketed the natural- 
rubber price from 18.3 cents per pound in January 1950 to a high of 73 cents 
per pound in November 1950. In order to assure sufficient natural rubber for 
strategic purposes, General Services Administration was designated in December 
190 the sole importer of natural rubber in the United States. The rapidly in- 
treased production of synthetic rubber by RFC, aided by controls on natural- 
rubber imports, gradually reversed the trend of natural-rubber prices. 

At the beginning of fiscal year 1951, the annual production rate of GR-S was 
approximately 400,000 long tons, and butyl stood at about 52,000 long tons. These 
rates represented the naximum productive capacity of the plants then in opera- 
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tion. As it became evident that the existing capacity for producing synthetic 
rubber would fall far short of the rapidly accelerating demand, RFC was directed 
by a series of letters from the Executive Office of the President to reactivate 
synthetic-rubber plants held in stand-by condition. In this over-all program 
a production goal of 760,000 long tons per year was set for general purpose and 
80,000 long tons per year for butyl synthetic rubbers. 

Reactivation of the stand-by facilities was pushed as rapidly as possible in an 
attempt to meet the ever-increasing demand. The task of essentially doubling 
the existing rate of production by pressing into service plants which had remained 
idle over a period of years was a tremendous one, but that production goal was 
achieved before the end of fiscal year 1951. Even before this goal had been 
reached, however, it became evident that even higher production rates would be 
required in order to assure the Nation’s security with regard to this vital materia], 
Accordingly, RFC was requested on April 13, 1951, to expand annual productive 
capacity to 860,000 long tons of general-purpose rubber. At the end of fiscal year 
1951 plans had been made to achieve this new production goal and to increase 
to 90,000 long tons the annual productive capacity of butyl. 

At the beginning of fiscal year 1951, 17 of the 51 facilities which constituted 
the wartime synthetic-rubber program were engaged in active production, con- 
sisting of 8 copolymer plants, 2 butyl plants, 4 butadiene plants, 1 styrene plant, 
1 chemical plant, and 1 development laboratory. Eleven others were in stand-by 
status. During the year, as a result of the accelerated production program, all 
11 of these stand-by plants were reactivated and placed in operation. 

During fiscal year 1951, Government-owned plants produced 594,466 long tons 
of synthetic rubber, including 528,841 long tons of GRS and 65,625 long tons 
butyl special purpose rubber principally for pneumatic inner tubes. Th 
resented 40.7 percent of the domestic natura! and synthetie rubber supply 
1.455.500 long tons. RFC also produced component materials for syntheti 
rubber manufacture which were not available in sufficient quantities fr 
vate industry. 

During the 1951 fiscal year, manufacture of high-Mooney-oil-softened GRS 
initiated. In the production of oil-extended GRS, a relatively high Moon 


viscosity rubber is produced at the copolymer plant and from 15 to 25 percer 
of a relatively cheap oil extender is added. The resultant product is for som 
uses the equivalent of the same quantity of GRS produced at a normal Moot 


viscosity. Thus the potential of this development is to extend substantia 
the availability of total GRS with no additional use of the basic raw materials 
of butadiene and styrene, and to produce a rubber of lower cost. 

Initial production of oil-extended rubber was made on March 11, 1951, in the 
Government-owned copolymer plant at Houston, Tex. Production problems « 
countered in the manufacture of this new type of rubber were worked out ina 
reasonably short period of time and sufficient quantities were produced 
early date for distribution to the rubber manufacturers for evaluation. 1 
production of extended rubber has already become an important factor in 
synthetic rubber program. 

During the fiscal year ended June 30, 1952, production soared and REC s 
71.978 long tons of butyl and 722,350 gross long tons of GRS rubbers at a tota 
sale price of $415,933,000. Toward the end of the year it became evident 
the rubber demand both for military and civilian needs had been met. Syn- 
thetic rubber was decontrolled. 

[It was time to cut back synthetic rubber production. On April 10, 1952, DPA 
directed that “if the requirements for GRS drop to levels which wo bot 
justify production rates in excess of 600,000 long tons per annum, the rate s! 
be maintained at 600,000 until the Government-owned inventory of GRS has 
been built up to 75,000 long tons. In the event requirements for GRS furt! 
decrease, the production rate may then be correspondingly decreased to a mil 
mum of 450,000 long tons per year, provided the inventory of GRS is progres 
increased as the production rate decreases so that the Government-o 
ventory is at least 122,000 long tons at the 450,000 long tons per annum pr 
tion rate.” 

Some production in addition to the 1952 sales referred to above was < 
in closing inventory at the end of the fiscal year and at the present 
addition to meeting current synthetic rubber needs, we are maintaining 
75,000 long ton GRS stockpile inventory required under the terms of the Di 
Production Administrator's order. 

(b) Abacd produciion.—Under authority of the Abaca Production Act of 1 
approved August 10, 1950 (Public Law 683, 81st Cong.), RFC promotes i! 
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is in the Western Hemisphere the production of abacé, a hard fiber used 
the making of marine and other cordage. 
fhe abaca program was instituted by RFC early in 1942, Within a short time 
fter entry of the United States into World War II, the bulk of the Nation’s 
f abac& fiber was cut off by the Japanese occupation of the Philippine 
Up to that time, the Philippines produced about 95 percent of the 
s abaca supply. The remainder came from the Dutch East Indies 
the cooperation of the United Fruit Co., a concern with over 50 years 
nce in tropical agriculture, the Government undertook the installation of 
ntations in four Central American countries to cope with the situation 
Many difficulties were encountered in the process because of wartime scarcities 
abor, machinery, shipping, etc., but by 1943 all of the plantations, consisting 
ipproximately 28,000 acres, were installed. 
Soon thereafter, these plantations began to turn out fiber badly needed in the 
fort, in time to augment the dwindling prewar stockpile. A tabulation of 
duction from these plantations from inception through the close of fiscal 
1052 follows: 


| 


Abacd production—Inception through June 


[Pounds of line fiber] 


Costa Rica Guatemala Honduras Panama 


894, 285 894, 285 
793, 314 793, 314 
2, 475, 3 , 68 5. 771, 835 ] 386, 635 
4, 992, 075 3, 917, 100 2, 520, 375 458, 800 1, 888, 350 
1, 038, 125 3, 122, 350 ‘ 5 , 909, 575 223, 475 


Led 

9, 247 7 7, 732, 46 , 341, 275 36, 130, 325 
13, 870, 725 740, 675 , 308, 025 7, 361, 750 281, 175 
¥, 263, , 197, 5, 310, 900 928, 400 29. 710, 300 
‘ 2, 220, 000 743, 100 22, 330, 800 

3, 658, 2 22, 300 2, 770, 500 599, 400 

061, 100 43, 7 914, 800 31, 815, 000 


7, 359, 625 36, 375, 800 38, 897, 634 2 053, 059 


Under the 1950 act, Congress not only provided for the continuation of the 
riginal plantations but also for their expansion from the previous acreage 
ipproximately 25,000) to a maximum of 50,000 acres. On August 21, 1950, the 
President directed the Corporation to expand to this authorized maximum. 
While the production from the Government-owned plantations is, at present, 
10 percent of the world production, it does nevertheless constitute approxi- 
ely 25 percent of our current consumption and would provide a substantial 
part of the essential fiber needs of the country during an emergency. It is 
therefore to be looked upon as a stockpile in the ground, which has the effect 

f reducing the physical stockpile and lessening rotation problems. 

The major portion of the Corporation’s efforts during the 1952 fiscal year dealt 
With the preliminary steps necessary toward accomplishing the acreage expansion 
directed by the President. Over 150,000 acres of land have been surveyed and 
analyzed in an effort to locate the approximately 25,000 additional acres required. 
\rrangements and agreements with foreign governments and management con- 
tractors are being worked out. The agreements with the governments are 
essential in order that firm understandings regarding duties, taxes, etc., may be 

In some instances, these must be considered by the legislative bodies of 
the countries involved. 

Actual expansion of 5,025 acres was authorized during fiscal year 1952. Work 
Was begun on this acreage in October 1951, but had to be suspended from mid 
November through March because of the rainy season. However, by June 1952, 
approximately 1,700 acres were planted and under cultivation. It is contem- 
plated that the remaining 3,325 acres will be planted by the third quarter of fiscal 
ear 19538. In addition, construction of the attendant labor camps, railroad 
facilities, drainage canals, ete., is underway, completion of which is anticipated 
tor about the same time planting is concluded. 

By the close of the year, the Corporation had narrowed down the vast new 
areas Under consideration, and the list of prospective applicants to the limited 
fumber required for the expansion, and it is anticipated that the formal authori- 
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zations dealing with the bulk of the additional acreage needed will be made 
during fiscal year 1953. 

During the fiscal year ended June 30, 1952, abacd production, including tow 
amounted to 32,041,250 pounds—30,861,900 pounds of fiber were sold and delivered 
during the fiscal year 1952 for a total price of $7,945,231. (Closing invento; 
were also sold, but deliveries could not be effected by June 30.) 


FEDERAL CIVIL DEFENSE ADMINISTRATION 


FEDERAL Civit DEFENSE ADMINISTRATION 
Washington 25, D. C., September 18, 
Hon. Burner R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
Senate Office Building, Washington 25, D. C. 


DreaR SENATOR MAYBANK: The following information is furnished in response 
to Mr. Harold Warren's letter of August 22, 1952, requesting a brief summary 


of the operations of the Federal Civil Defense Administration during the past 
vear under the Defense Production Act: 

Under DPA Order No. 1, dated May 24, 1951, the Federal Civil Defense Aq 
ministration was designated as claimant agency for all Federal, State, and Joca) 
civil defense requirements. Under this authority, FCDA serves both as ( 


and indirect claimant. The agency is direct claimant for controlled materials 
(steel, copper, and aluminum) which are allocated by DPA, and indirect claim 
ant for all types of equipment and other end items, as well as for materials other 
than controlled materials, which are needed for the Federal, State, or local 
civil defense effort. As indirect claimant, FCDA operates primarily through the 
NPA industry divisions. 

Prior to January 8, 1952, FCDA did not have authority to process applications 


requesting authorization to commence construction of civil defense projects, allot- 
ment of controlled materials, and priority assistance for materials other than 
controlled materials, needed in the construction. Scores of Federal, State, and 
local applications of this kind were submitted to NPA with FCDA recommenda 
tions concerning quantities of controlled materials to be allotted. 

On January 8, 1952, FCDA was given authority under NPA Delegation 14 t 
process applications for construction of buildings or other projects to be used 
exclusively for civil defense purposes. Projects involving partial civil defens 
factors are processed by NPA, usually after FCDA concurrence has been obtained 

Under authority of DPA Order No. 1 and NPA Delegation 14, in the period 
January 8, 1952, to August 31, 1952, the following controlled materia t 
ments were made for civil defense programs as shown below : 


| Warning | 


Engineering} ans and 
pipe | a communi- 
| program cations 
| program 
Carbon steel tons 11, 625 86 198 
Bress mill products puunds 500 | 2, 007 
Copner wire mill products do 1, 896 12, 235 
Foundry products do 4 650 
During the past year FCDA has given priority assistance to 134 companies 
furnishing class B products on Federal, State, and local civil defense contracts 


Assistance in obtaining supplies for maintenance, repair and operations (RO) 
was also given to 26 companies during the past 6 months. 

The Federal Civil Defense Administration has membership on the NPA Order 
Clearance Committee and the Small Business and Conservation Coordinati 
Committees of DPA. This Administration is also represented on some 25 of t 
requirements committees of the NPA industry divisions. 

FCDA has reviewed and furnished recommendations to DPA regarding six 
applications for tax amortization. 

No major problems have*been encountered by FCDA in carrying out its I" 
sponsibilities under the Defense Production Act. So far, the program has bee 
most effective in insuring the availability of materials needed for civil lefer 
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and which could be procured within the amount of funds available to Federal 
and State governments for such purposes. 
Sincerely, 
MILLARD CALDWELL, 


SMALL DEFENSE PLANTS ADMINISTRATION 


SMALL DEFENSE PLANTS ADMINISTRATION. 
Washington, D. C., September 16, 1952. 
BuRNET R, MAYBANK, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 

EAR SENATOR MAYBANK: As requested in a letter of August 22, 1952, from 
our committee, we are pleased to submit the attached report on the operations 
of this Administration during the past year. The report is for proposed inclu- 
ion in the annual report to Congress of the Joint Committee on Defense Pro- 
auet n 

We will be glad to furnish any additional information, should your committee 
desire it. 
Sincerely, 
JOHN E. Horne. 


OPERATIONS OF THE SMALL DeFENSE PLANTS ADMINISTRATION SINCE JULY 31, 1951 


rhe Small Defense Plants Administration was created by section 714 of the 
Defense Production Act of 1950, as amended by Public Law 96, Eighty-second 
Congress, enacted July 31, 1951. The Administration’s statutory life, originally 
scheduled to end June 30, 1952, has been extended by Congress to June 30, 1953. 

Like its predecessor of World War II, the Smaller War Plants Corporation, 
SDPA was established by Congress to insure for small business a substantial role 

the production of both military and essential civilian items. 

In passing the Defense Production Act in 1950, Congress had stated as basic 
policies that “small business enterprises be encouraged to make the greatest 
possible contribution toward achieving the objectives of this act’ and that 
a fair proportion of the total purchases and contracts for supplies and services 
for the Government shall be placed with small business concerns.” 

During succeeding months, it became clear, however, that these congressional 
policies were not being placed in effect, and that small-business firms were, for 
the most part, being shut out of the defense effort. Faced with materials short- 
ages on the one hand, and unable to get defense contracts on the other, many 
small businesses were headed for ruin. Other small businesses, fortunate enough 
to obtain contracts, had great difficulty getting the necessary financing to carry 
them out. 

It was to remedy this situation, to help small business do its share in building 
the Nation’s defenses, that Congress established SDPA. 

Section 714 of the Defense Production Act assigns to SDPA responsibilities in 
regard to Government procurement, materials allocations, credit, and other phases 
of the defense program of concern to small business. These responsibilities are 
not, however, of an operational nature—that is, SDPA does not itself award 
contracts, allocate materials, make loans, and so forth. Instead, SDPA is 
responsible for consulting with other Government agencies, to which these 
functions have been assigned, to make certain that they give full consideration 
to the interests of small business in the development of their policies and pro- 
grams; for reviewing the actions and proposed actions of these agencies to 
See that they do not work undue hardship on, or discriminate against, small 
firms; and for recommending to these agencies measures which will increase 
siiall-business participation in the defense effort. 

During the past year SDPA has conducted, on a broadening scale, programs 
of assistance to small firms in obtaining defense contracts and in obtaining the 
materials and financing needed to fulfill the contracts or to manufacture essen- 
ual civilian items. SDPA also has served small business in other ways—for 
example, acting to insure for it a fair share of accelerated amortization privileges 
under each expansion goal in the Government’s industrial expansion program, 
eoviding it with technical and management assistance, and serving as its 
representative on Government committees which determine over-all mobilization 


policies 





288 REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 


Although significant progress has been made during the past year in bringing 
small business into the defense program, study of the current economic position 
of small firms indicates a need for continued and even expanded assistance to 
them. A recent study by the Administration indicates a continued worsening 
in the relative economic position of small firms. Briefly, the study shows that 

1. Sales and profits of small firms during the second half of 1951 faileq 
to keep pace with those of big business. (Figures for the first half of 195 
are not yet available.) 

2. Small business firms expect to reduce their expenditures for plant 
and equipment in 1952, while larger firms plan to increase their capital 
expenditures, 

3. The proportion of military contracts going to small business continues 
to decline. 

A summary of SDPA’s work during the past year, divided by program areas 
together with data on the field operations of the Administration, the size of 
the SDPA staff, and the SDPA regional advisory boards, follows: 


GOVERNMENT PROCUREMENT 


The most important single mission of SDPA is the carrying out of the con- 
gressional policy that small business should receive a fair proportion of Govern- 
ment contracts for supplies and services. 

To enable SDPA to carry out this policy, section 714 of the Defense Production 
Act has given it certain responsibilities in regard to Government procurement 
Chief of these are (1) to determine jointly, in cooperation with procurement 
agencies, that all or part of specific procurement contracts should be awarded 
exclusively to small firms, and (2) to certify as to the technical and financial 
capacity of small firms to fulfill specific Government procurement contracts. In- 
sofar as engineering and financial requirements are concerned, this certification 
must be accepted as conclusive by the procurement agency. 

SDPA’s programs of joint determinations and certificates of competency are 
discussed in detail below. 

SDPA’s procurement authorities and responsibilities have been added to by the 
President. By Executive Order 10823, issued February 5, 1952, the President 
transferred to the Administration various procurement and other functions of 
the Office of Small Business, National Production Authority, including assist- 
ance to small-business men who are interested in forming defense production 
pools. Subsequently, by Executive Order 10370, effective July 7, 1952, the Presi 
dent delegated to SDPA the authority to approve small business production 
pools. 

Here is a brief review of each phase of the Administration’s procurement 
program: 


Joint determinations 

Section 714 (f) (2) of the Defense Production Act authorizes the earmarking 
for small business concerns of all or part of specific procurements when it is 
jointly determined by SDPA and the procuring agency “(@) to be in the interest 
of mobilizing the Nation’s full productive capacity, or (b) to be in the interest 
of the national defense program” to do so. This authority to earmark contracts 
for small firms is the most important single power available to SDPA for in- 
creasing small business participation in the defense program. 

This Administration early set as one of its major goals the establishment o/ 
effective joint determination procedures by each of the military departments 

As a result of negotiations initiated by SDPA, the Department of Defense 
on March 27, 1952, issued a policy directive outlining the basic relationship 
of that Department and SDPA in making joint determinations. Establishment of 
the actual operating procedures for making the determinations was left, how- 
ever, to the individual military departments. 

On April 17, 1952, the Department of the Air Force issued a directive establish- 
ing joint determination procedures which were acceptable to SDPA. The di- 
rective provided for the assignment of SDPA representatives to the Headquar- 
ters, Air Matériel Command, Wright-Patterson Air Force Base, Dayton, Ohio 
purchasing center for 95 percent of Air Force items—to review proposed pur- 
chases and initiate joint determinations on one suitable for placement with 
small firms. Proposed purchases involving an expenditure of less than $25,000, 
and those of an emergency or classified nature, were excluded from the joint 
determination process. 
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\fter long negotiation, the Navy and the Army followed the lead of the Air 
Force and established joint determination procedures which were acceptable to 
spPA. The Navy directive, issued July 18, 1952, and the Army directive, issued 
\ugust 8, 1952, are essentially similar to the Air Force directive, and provide for 
the assignment of SDPA representatives to major purchasing offices of those 
departments to review their proposed purchases and initiate joint determina- 


"SDPA representatives were assigned to the Headquarters, Air Matériel Com- 
mand, shortly after the Air Force established its joint determination procedures. 
SDpPA now is placing industrial specialists in major Army and Navy pur- 
hasing offices to initiate joint determinations on their purchases also. 

Further, the Administration has been discussing with major civilian procur- 
ug agencies the possible need for establishing joint determination programs in 
their agencies as well. In time, SDPA representatives may be stationed in the 
purchasing offices of certain of these agencies, also. 

Although the joint determination program is comparatively new, and has begun 
to operate in the three military departments during a slack purchasing period, 
is of September 5, 1952, SDPA representatives in 22 procurement offices already 
ad initiated joint determinations on 246 contracts valued at $124,014,468. Of 
these, 126 contracts valued at $71,573,708 had definitely been earmarked for 
placement with small business. Because of the time lag between notice of pro- 
osed purchase and actual placing of contracts, however, only eight contracts, 

ed at $2,315,892, had as yet been awarded to small firms under the joint de- 
rmination procedures. 

SDPA believes that the joint determination procedures will help to reverse the 
ontinued and serious decline in the proportion of military procurement going to 
small business. Prime contracts awarded to small firms (500 or fewer employees, 
as defined by the Department of Defense) during fiscal 1952 were only 17.6 per- 
cent of the total, compared with 20.9 percent in fiscal 1951 and 24.5 percent in 
fiscal 1950. 

Moreover, statistics recently published by the Munitions Board show that small 
oncerns are receiving little more than half the procurements which they are 
capable of performing. Based on a review of contracts let by the military from 
January through May 1952, it is reported that 29.9 percent in dollar volume was 
suitable for performance by small business. Of that amount, only 59.6 percent 
was in fact awarded to small concerns. 

Success of the joint determination procedure in halting the downward trend in 
contract awards to small firms, and in bringing to small firms a larger percentage 
of the contracts which they are capable of handling, will of course depend on 
more than the issuance of departmental directives. In the final analysis, success 
will depend largely upon whether these directives, and the underlying policy of 
Congress, are followed wholeheartedly, rather than merely accorded lip service. 
The remainder of this calendar year will provide a test of the effectiveness of the 
joint determination procedure and the ability and willingness with which it is 
being carried out. 

Certificates of competency 

A second important SDPA power in the field of Government procurement is 
the authority to certify small-business concerns as competent, with respect to 
technical capacity and financial ability, to perform specific Government contracts. 
A contracting officer must accept a certificate of competency issued SDPA as con- 
clusive on these matters and is authorized to place the contract with the concern 
certified as competent “without requiring it to meet any other requirement with 
respect to capacity and credit” (sec. 714 (e) (6) and (f) (1)). 

Since the beginning of its certification program, SDPA has issued 36 certificates 
relating to contracts valued at $36,801,535. In all but two cases, where compet- 
ing firms quoted lower prices, the concerns so certified have been awarded the 
contracts, or are still being considered for the contracts. 

SDPA’s certification authority has been used only sparingly so far, for reasons 
discussed later in this section. However, the use made of it to date already 
indicates that it can be of invaluable help to the small manufacturer who is in 
position to reeeive a contract provided that the contracting officer can be assured 
that he is a responsible supplier. 

Frequently, also, a certificate of competency will enable a small manufacturer 
to break the vicious circle of no financing in advance of a contract and no contract 
without adequate financing. The small concern caught in this dilemma may be 
certified by SDPA in order that it will be awarded the contract, which then can 
be used as a basis for obtaining private or Government financing. 
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In cases where a loan from the Reconstruction Finance Corporation probably 
will be needed after award of the contract, SDPA exercises the utmost care jn 
passing upon the application so that the loan recommendation by SDPA can be 
coneurred in by RFC. 

Further, in every case, SDPA acts to protect fully the interests of the Govern. 
ment. SDPA makes a careful financial and engineering analysis of the applying 
plant to determine its ability to perform the contract; assures itself as to the 
eligibility of the applicant as a small-business concern under the small-business 
criteria of section 714; requires the applicant to disclose the names and compen- 
sation of any persons representing it in connection with the application; and 
requires the applicant to agree not to employ for 2 years thereafter any person 
occupying a position within SDPA involving discretion. 

Because of the need for careful analysis of a manufacturer’s credit and ea 
pacity prior to issuance of a certificate of competency, and because SDPA’s staff 
until recently did not include a sufficient number of competent engineers and 
financial analysts to carry on this work, the agency has been unable and unwil] 
ing in the past to embark upon a large-scale program of issuing certificates of 
competency. With the increase in staff made possible by a larger SDPA appro 
priation for the fiscal year 1952-53, the agency is now able to expand its work 
in this field. It foresees in the near future a growing volume of requests from 
small companies who are being considered for contracts, but who will be awarded 
the contracts only if SDPA certifies to their competency. 


Procurement information and assistance 

As an essential part of its procurement program, SDPA has given assistance: 
to many thousands of small-business men who are seeking defense contracts, 
who have bid unsuccessfully on contracts and feel that they should have been 
awarded them, or who have other problems in connection with selling to the 
Government. 

A recent analysis showed that over a 3-month period the Administration's 13 
regional offices alone had assisted 5,813 small-business men with problems in 
volving defense contracts. This figure does not include the countless small- 
business men who wrote to or visited the Washington office of SDPA during the 
same period seeking help in obtaining contracts or with related matters. 

By use of the Government Procurement Manual, which lists some 5,000 items 
or classes of items purchased by the Government, SDPA staff members are able 
to tell the small manufacturer which agencies buy the items he makes or can 
make competitively, and which purchasing offices of the agencies buy the particu- 
lar items. Maintenance of this manual, formerly a function of the Office of 
Small Business, NPA, was transferred to SDPA by Executive Order 10323, Febru 
ary 5, 1952. Copies of the manual are available for reference at SDPA field 
offices, Department of Commerce field offices, and at the offices of some several 
hundred cooperating organizations, such as banks and chambers of commerce. 

SDPA field offices also are providing procurement information to small manu 
facturers through use of the Government's Daily Synopsis of Consolidated Pro- 
curements and Contract Awards Information. Through an arrangement between 
SDPA and the Department of Commerce, which publishes the synopsis, contracts 
jointly earmarked by the military departments and SDPA for award to small 
firms are being listed as a separate section of the synopsis. 


Production pools 

At the time that SDPA was established, the function of furnishing advice 
concerning the approval and operation of small business production pools was 
located in the Office of Small Business, National Production Authority. This 
function subsequently was transferred to SDPA by Executive Order 10323 of 
February 5, 1952. 

However, responsibility for approval of small business production pools con 
tinued to remain diffused among three Government agencies—the Defense P’ro- 
duction Administration, the National Production Authority, and SDPA (in addi- 
tion to the Department of Justice and the Federal Trade Commission, whose 
functions are prescribed by statute). This division of responsibility was time- 
consuming and wasteful, and worked considerable hardship upon small-business 
men required to deal with several agencies, 

SDPA therefore asked the President to delegate to it the authority to approve 
small business production tools, and this was done by Executive Order No. 10570 
effective July 7, 1952. 
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Since then, SDPA has approved the General Tire Production Pool, Inc., and 
ow is processing several additional applications for approval of pools. 

The General Tire Production Pool, Inc., is the sixteenth small business pro 
iuction pool to be approved and the first of the so-called “mother hen” type of 


n which a large plant combines its financial resources, research facilities, 
production know-how with the productive capacity of smaller companies. 

rhe General Tire Production Pool, Inc., will not work in the tire and rubber 
feld. but will seek prime defense contracts in the precision electrical field. Un- 
like other incorporated pools, prime contracts would not be awarded to the pool 
tself, but to the General Tire & Rubber Co., which would be solely responsible 
for performance of the contracts. Work would be subcontracted by General 
lire & Rubber Co. to the other members of the pool. 

SDPA believes that the General Tire pool will be of primary benefit to the 
small companies which belong to the pool. It also believes that this type of 
poo! may prove highly effective in channeling defense work to small plants. 

The 15 previously approved pools had all been classified as small-business 
oncerns by SDPA and will therefore be treated as such by the procurement 
agencies When considering awarding them contracts. 

SDPA is assisting pools in various ways to obtain more defense contracts. 
For example, extensive engineering and tnanagement surveys of pools have been 
made, in order to assist their managers in determining the types of items which 
the pools are capable of manufacturing competitively, and Government contract- 
ing officers have been informed of the pools’ capabilities. 

Another form of SDPA assistance to pools is through the issuance of cer- 
tificates of competency. Such a certificate was recently issued, for example, 
to the Peoria Consolidated Manufacturers, Inc., certifying to its competency to 
perform a $3,000,000 Army Ordnance contract. As a result, the Peoria pool 
received the award. 

Subcontracting program 

While working to increase the flow of prime contracts to small firms, the 
\dministration also has been endeavoring to increase the number and diversity 
of subcontracts awarded to small business by large prime contractors. 

Each SDPA regional office has been developing and maintaining contacts 
with large prime contractors in its area as well as large manufacturers of essen- 
tial civilian products, to urge them to make wide use of small firms as sub- 
contractors. The SDPA offices also are encouraging these large manufacturers 
to appoint small-business specialists in their organizations and to assign to them 
the responsibility for expanding the companies’ volume of subcontracting. 
A number of companies have accepted this suggestion and appointed such 
specialists. 

SDPA field offices also are maintaining a record of small firms in their areas 
and are directing those in need of business to appropriate subcontracting oppor- 
tunities, 

Subcontracting also has been stimulated through a change which SDPA ob- 
tained in the regulations of the Renegotiation Board under the Renegotiation 
Act of 1951. As originally written, certain provisions of the regulations appeared 
likely to indicate to prime contractors that widespread subcontracting would 
result in unfavorable, rather than favorable, consideration in renegotiation. 
Upon the recommendation of SDPA, the Renegotiation Board changed the regu- 
lations to make clear that prime contractors would be given favorable considera- 
tion where they subcontracted substantial amounts to small firms. The regula- 
tions now offer a substantial incentive to prime contractors to subcontract to 
small-business concerns. 

Facilities inventory 

Section 714 (e) (1) of the Defense Production Act directs SDPA “to make a 
complete inventory of all productive facilities of small-business concerns which 
can be used for defense and essential civilian production * * *.” To carry out 
this provision, SDPA has under way a plan for a Nation-wide industrial facilities 
inventory. The plan makes full use of inventories made or to be made by State 
governments, and involves a minimal expenditure of Federal funds. 

rhe aim of the SDPA plan is to provide a simple, always current, listing of 
productive facilities across the Nation. The possibilities of such a listing for 
both emergency and peacetime uses are obvious. 

Federal procurement agencies, State governments, and prime contractors have 
been quick to recognize the practical value of Federal procurement planning based 
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upon thorough inventories of existing industrial capacity, and are cooperating 
closely with SDPA. For example, six States—Idaho, Kentucky, Michigan, Mop- 
tana, New York, and Washington—are now actively at work on their inventory 
systems. ‘Twenty other States are studying the situation to determine whether 
State legislation is needed to establish the inventory. 


Changes in procurement procedures 

As another means of increasing the proportion of Government contracts going 
to small-business concerns, SDPA has sought the adoption of more flexible pro 
curement procedures and the elimination of procurement procedures which are 
restrictive upon small firms. 

For example, SDPA found that certain military procurement agencies, particu- 
larly the Army Corps of Engineers, were requiring bid and performance bonds in 
connection with substantial numbers of supply contracts, despite the absence of 
any statutory requirement that they do so, or the showing of any need for such 
bonds to protect the Government’s interest. As a result of the requirement, small 
concerns frequently were unable to bid on contracts, since surety companies often 
are reluctant to take risks on small concerns. Further, the requirement tended 
to nullify the guaranteed loan program of the military departments under sec- 
tion 301 of the Defense Production Act (commonly called the V-loan program) 
Under the regulations for V-loan financing, applications for loan guaranties will 
be approved in cases where performance bonds are required only if thé surety 
agrees to subordinate his rights in favor of the guaranteed loan. Since surety 
companies uniformly refuse to subordinate their rights in such circumstances 
the effect is that no guaranteed loan can be made on defense contracts where 
bonding is required. 

SDPA asked the Under Secretary of the Army to change the procurement pro 
cedures to require bonds for supply contracts only in those exceptional cases 
where the interests of the Government cannot otherwise be protected. The Under 
Secretary agreed with the recommendation and placed it into effect. 


Revision of Walsh-Healey regulations 

Small distributors of petroleum products complained to SDPA that the regu 
tions under the Walsh-Healey Public Contracts Act made it impossible for them 
to compete for Government business, by requiring them to maintain storag 
facilities in order to qualify as ‘‘regular dealers” under the act, and thus to be 
eligible for Government contracts. Investigation by SDPA showed that many 
small petroleum distributors found it unnecessary, as well as prohibitively ex 
pensive, to maintain storage facilities of their own and, in lieu thereof, frequently 
had contracts with large refineries guaranteeing them a constant supply from 
storage facilities maintained by the refineries. These small concerns are legiti 
mate dealers in every sense of the word. 

Accordingly, SDPA recommended to the Secretary of Labor modification of 
the Walsh-Healey regulations and on July 9, 1952, he issued an amendment 
eliminating the requirement that a petroleum products dealer maintain his own 
storage facilities in order to qualify as a regular dealer. A petroleum products 
dealer now need have only an established place of business and distribution 
facilities, and buy and sell in his own name, to qualify for Government contracts 


Contract price adjustments 

SDPA has urged the Department of Defense to reexamine its administration 
of Public Law 921, Kighty-first Congress, which authorizes price adjustments in 
defense contracts to relieve hardship on a firm caught between rising costs beyond 
its control and an inflexible price term in its contract. SDPA feels that the 
military departments have been much too rigid in granting relief under this 
statute, and has pressed for revival of the military’s regulations governing price 
adjustments which were in effect during World War II. 

SDPA sought, unsuccessfully, to have Public Law 921 amended, so that the 
military departments could not continue to make use of a restrictive interpreta- 
tion of the law. Failing in this, SDPA bas continued to urge the Department 
of Defense to adopt a more liberal policy in granting contract price adjustments. 


SDPA prime contracts: The revolving fund 

Section 714 (b) (1) (B) and (C) of the Defense Production Act authorizes 
SDPA to enter into prime contracts with Government procurement agencies for 
the furnishing of articles and materials needed by the Government, and to fill 
these contracts by awarding subcontracts to small concerns. SDPA’s prime con- 
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tract operations are, under the statute, to be financed by a revolving fund, and 
the statute authorized an appropriation of $50 million for this fund. 

Throughout the fiscal year 1951-52, however, no funds were appropriated for 
this purpose by Congress. Therefore SDPA took no prime contracts. For the 
fiscal year 1953, Congress has appropriated $1,500,000 for the purpose. With 
the small fund thus made available, SDPA will be able to carry out only pilot 
plant operations in this field. Nevertheless, it will give careful study to oppor- 
tunities for use of the fund, particularly in connection with the operation of 
production pools, 

FINANCIAL ASSISTANCE 


One of the serious problems faced by small business in a mobilization period 
is that of obtaining necessary financing to produce defense and defense-supporting 
tems. To help small business overcome this problem, section 714 (i) of the 
Defense Production Act created a special small business loan fund of $100,000,000, 
the loans to be made by the Reconstruction Finance Corporation upon the 
recommendation of SDPA. 

Loans from this special fund are made to small business concerns “to finance 
plant construction, conversion, or expansion, including the acquisition of land; 
or finance the acquisition of equipment, facilities, machinery, supplies, or mate 
rials; or to finance research, development, and experimental work on new or 
improved products or processes: or to supply such concerns with capital to be 
used in the manufacure of articles, equipment, or materials for defense or 
conversion purposes; or to establish and operate technical laboratories to serve 
small business concerns” (sec. 714 (b) (1) (A)). 

The section 714 lending authority supplements two other lending authorities 
under which RFC can make small business loans—section 4 (a) of the Reeon 
struction Finance Corporation Act and section 302 of the Defense Production 
Act. The section 714 authority differs from these other RFC authorities in 
that it (@) provides for loans to small business concerns only, ()) provides for 
loans for both defense and essential civilian purposes, and (¢) does not impose 
such rigid credit requirements, either as to proposed use of the loan or as to 
credit standards to be met. 

The need for a special small business lending authority has been clearly shown 
by the extent to which small-business men have turned to this new source of 
financing, Although the SDPA loan program did not get under way until 
December 1951, as of September 5, 1952, the program already had resulted in 178 
loans to small firms for a total amount of $21,093,258. Thirty-four other loan 
applications totaling $4,288,600 had been favorably recommended to the RFC by 
SDPA and were awaiting RFC action. 

The 178 loans recommended by SUPA and approved by RFC had been charged 
to its various lending authorities in the following amounts: 


Sec. 4 (a), RFC Act (56 loans)--—_- ‘ , . $5, 947, 473 
Sec. 302, Defense Production Act (22 loans) — 5, Y74, 500 
See. 714, Defense Production Act (100 loans) ; 9, 171, 285 


SDPA is now processing 122 additional loan applications asking for a total 
amount of $39,881,465.54. 

It should be pointed out that the fact that RFC approves a loan recommended 
by SDPA under section 4 (a) of the RFC Act or seciion 302 of the Defense 
Production Act, rather than under section 714, does not necessarily mean that 
the loan would have been made irrespective of SDPA action. In fact, in a 
number of cases, loan applications which the RFC had tentatively determined 
to reject have subsequently been approved by RFC, following SDPA’s recom- 
mendation, under section 4 (a) of the RFC Act. 

It also should be pointed out that the ratio of RFC approvals of business 
loan applications has increased markedly since the start of the SDPA loans 
program at the beginning of this year, as compared with the ratio of approvals 
during the preceding months. Since approximately 90 percent of all RFC busi- 
hess loan applications are filed by small-business concerns, the increasing pro- 
portion of approvals indicates the constructive effect of the small-business 
financial program established by section 714 of the Defense Production Act. 

In line with its policy of providing the small-business man with the help he 
needs without his having to come to Washington for it, the Administration has 
recruited and assigned qualified loan examiners and other financial specialists 
to each of its field offices. This is serving to bring the financial assistance pro- 
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gram much closer to those who need its benefits and to increase greatly jts 
general efficiency. 

SDPA field office financial specialists are instructed to counsel and advise with 
small-business concerns in the adjustment and management of their financia) 
affairs in this manner—first, so as to obviate the necessity of Government 
financing whenever possible, and second, when necessary to prepare their loan 
requests in such a manner that the needed financing may be quickly obtained 
under terms and conditions which will accomplish the objective of the loan 
as well as protect the interests of the Government. 

In the near future, after the financial staff of SDPA has gained further experj- 
ence in the analysis and handling of loan applications, an increasing measure of 
authority probably will be delegated to the field offices, including the authorit 
to recommend small loans within authorized categories. This will accomplish 
a desirable decentralization and speed up the entire loan process without sacri 
ficing care in the examination, or informed judgment in the disposition of loan 
applications. 

Other financial activities 

Beyond its functions of recommending loans to small firms under section 714 
and advising small-business concerns on their financial problems. SDPA, as 
spokesman for small business, has the duty to try to eliminate practices or 
regulations in the field of finance which hinder small-business participation in 
the defense program. 

As an example of the Administration’s activities of this type, SDPA has for 
some time been pressing the Department of Defense to modify restrictions it 
has placed upon the issuance of loan guaranties under section 301 of the De- 
fense Production Act, the V-loans program. SDPA believes that the frequent 
practice of the Department of Defense in refusing V-loan guaranties where al 
ternative suppliers are available tends to limit sharply the opportunities of small- 
business concerns to take advantage of a form of financial assistance which 
Congress had provided primarily for their benefit. Repeated attempts by SDPA 
to get the Department of Defense to accept certain proposed changes have, 
however, been to no avail. 

On the other hand, the agency has been more successful in obtaining changes 
of the V-loan regulations of other guaranteeing agencies where it was felt that 
these regulations also failed to carry out the intent of Congress. The Depart- 
ment of Commerce hus changed its regulations in accordance with SDPA’s sug 
gestions, and the Atomic Energy Commission has promised to do so. 

SDPA also has made considerable progress toward eliminating the practice 
of some prime contractors of qualifying their assignment of subcontracts by) 
reserving the right to set off claims against the subcontractor which arise fron 
other accounts. This qualification, of course, impairs the value of a subcontract 
as collateral, and hence is an obstacle to the subcontractor in obtaining credit 
SDPA investigated this problem, and discussed remedial measures with the 
various Government procurement agencies. In the meantime, the Defense Depart 
ment circularized some 600 prime contractors, asking their voluntary agreement 
to terminate the practice. Most of the contractors agreed to do so, and the 
problem was reduced from one of general seriousness to one requiring Govern 
ment attention only in individual instances. 


MATERIALS AND EQUIPMENT ASSISTANCE 


The statutory basis for SDPA’s program of materials and equipment assis 
ance to small business is section 714 (d) (2) of the Defense Production Act 
This section of the act provides for prior consultation between SDPA and the 
appropriate other Government agencies before these agencies issue orders limit 
ing or expanding production by business concerns or determine policies to be 
followed in granting priorities to business concerns. 

In addition, section 714 (f) (3) provides that “whenever materials or supplies 
are allocated by law, a fair and equitable percentage thereof shall be allocated 
to small plants unable to obtain the necessary materials or supplies from usual 
sources,” 

SDLPA is carrying out its function of assisting small businesses with their 
materials and equipment problems in two ways: By serving as the representative 
of small business in the development of materials-allocation policies, resula 
tions, and orders, and by helping individual small concerns with their materia! 
and equipment problems. 
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spPA has given primary emphasis to its role as spokesman for small business 
in the development of materials policies, regulations, and orders. It has done 
«) because this is the most effective means for helping the greatest possible 
number of small-business concerns in the shortest possible time and with the 
smallest possible staff, 

SDPA representatives serve on the Requirements Committee and the Program 
Adjustment Committee of the Defense Production Administration, and on the 
Order Clearance Committee and approximately 30 operating division require- 
ments committees of the National Production Authority. This permits the 
closest possible cooperation between SDPA, on the one hand, and DPA and 
NPA on the other, and provides for the most effective representation of the 
interests of small-business concerns. 

A good example of the manner in which SPA has acted to protect the interests 
of small firms is the assistance given to small single-line manufacturers of low- 
essentiality products. SDPA felt that the cut-back of controlled materials among 
plants in proportion to their base-period production of each individual product 
or product Classification worked a great hardship upon small, single-product 
manufacturers. Other manufacturers who manufactured both low- and high- 
essentiality products were able to operate at near capacity on their allotments 
for high-essentiality products. At the same time, they received materials for 
low-essentiality items on the same basis as the single-product manufacturers, 
many of whom were being forced to operate at below the break-even point. 

Accordingly, on January 2, 1952, SDPA recommended to NPA a number of 
changes in materials-allocations policies and methods. As a result of these 
recommendations— 

1. In the second quarter of 1952, all manufacturers of consumer goods 
received the same proportion of the materials they had used during the base 
period, without regard to the degree of essentiality of their products. 

2. To help small firms which still could not remain in operation without 
additional quantities of materials, NPA, in cooperation with SDPA, set up 
a special small-business “hardship” reserve of steel, copper, and aluminum. 
Small firms faced with unusual hardships because of low materials allot- 
ments could apply for additional quantities of materials from this reserve. 
(Still in operation, the “hardship reserve” has been used to date to help 
about 600 small manufacturers. ) 

3. NPA began releasing, to selected industries which could readily absorb 
them, certain types of controlled materials which were no longer in short 
supply. This planned release of materials was interrupted by the recent 
steel strike, but will be resumed, it is believed, as the lost production is 
made up. 

A more recent example of SDPA representation of small-business interests 
on the policy level is to be found in connection with the steel strike. With the 
imminenee of a steel shortage as a result of the strike, SDPA recommended to 
NPA a revision of allocation policies, in order to assure small business a fair 
share of the sharply reduced supply. As a result, allotments to steel warehouses, 
which provide the bulk of small-business needs, were increased from 100 percent 
of the base period to 120 percent for the first 90 days of steel production after 
the end of the shut-down. As a further protection for small firms, SDPA also 
recommended to NPA measures designed to prevent large concerns from obtain- 
ng an undue proportion of steel from warehouses, including temporary curtail- 
ment of permitted inventory levels, avoidance of directive actions in the distri- 
bution of steel and continuation of existing levels in the flow of steel to further 
converters. These policies in the main were adopted by NPA. 

During the past year, SDPA also has assisted many hundreds of small firms in 
solving their particular materials problems. The problems have varied in type 
and in number with the changing materials picture. In the third and fourth 
quarters of 1951, small manufacturers came to SDPA chiefly for help in getting 
Controlled Materials Plan “tickets” cashed. In the first quarter of 1952 the small 
manufacturers were calling upon SDPA mainly for help in getting CMP tickets. 
\s the materials supply situation has eased up, and the military program has been 
stretched out, the volume of requests for materials assistance has fallen off. 

SDPA now is looking toward the day when materials will be completely decon- 
trolled. It is studying carefully the broad, general problems of decontrol—how, 
When, and in what manner—so that decontrol, when it comes, will not mean for 
the small business a wild scramble for materials. 

On the machinery and equipment side, SDPA has a twofold program: (1) To 
see to it that small firms which produce machine tools and other essential ma- 
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chinery items get the contracts and materials they need and are entitled to, anq 
(2) to make sure that, in the distribution of machinery items in short supply, 
small firms are given equitable treatment. 

Currently, SDPA is helping machine-tool manufacturers, dealers, and rebuilders 
who are operating at less than full capacity to obtain additional work. SDpa 
has helped a number of small firms to obtain needed tools, and now is circularizing 
among small firms in defense-supporting industries lists of idle Government-owned 
machine tools and equipment. 


OTHER SDPA ACTIVITIES 


Technical and management assistance 

To assist small plants with their technical and management problems, as pri 
vided for in section 714 (b) (1) (D) of the Defense Production Act, SDPA js 
issuing four series of technical and management publications for small firms, and 
has established a small-business production advisory service. 

The series of publications are Management Aids for Small Business, Technica 
Aids for Small Business, Production Notes, and Management Booklets. 

Management Aids deal with such management problems as “How Small Plants 
Can Sell to the Federal Government” and “Reducing Accident Costs in Smal! 
Industrial Plants.” 

Technical Aids deal with factory problems of smaller manufacturers, as, for 
example, “Proper Alignment of Machine Tools” and ‘Precision Measurement of 
Workpieces.” 

Production Notes explain improved shop practices as applied to specific prod- 
ucts, machines, tools, and processes. Examples are “Blast Cleaning” and “Re 
sistance Welding of Aluminum.” 

The Management Booklets published by SDPA are short, illustrated publica- 
tions dealing with current management policies and practices, such as the recently 
published “An Employee Suggestion System for the Small Plant.” 

SDPA has established a Production Advisory Service in its field offices to assist 
small plants with their technical problems. If a field office cannot help a manu 
facturer solve his particular problem, the problem is referred to the Washingto1 
office of SDPA for study and investigation. 


Tax amortization 

Sometime ago, SDPA research revealed that only 10 percent of the certificates 
of necessity for accelerated tax write-offs under the Government’s industrial- 
expansion program had gone to small-business concerns, despite the fact that 
small business accounts for 42 percent of total employment in manufacturing 

SDPA therefore proposed to the Defense Production Administration a plan for 
insuring for small business a fair share of each of the Government’s industrial 
expansion goals, in order to maintain for small business its pre-Korean position 
in the industry or segment of industry being expanded. DPA accepted SDPA’s 
recommendations in part. 

Under the agreement reached, SDPA may propose for each unfilled expan 
sion goal a share to be earmarked for small business, based on the pre-Korean 
proportion of small businesses in the particular industry. DPA then holds 
the small-business shares of the expansion goals open for not less than 30 days, 
during which time qualified small-business concerns may file applications. 

As of September 10, 1952, agreement had been reached on the small-business 
shares of 15 expansion goals. Additional agreements are now being negotiated 

SDPA also has assisted a number of individual small-business concerns which 
had applied for accelerated tax amortization. In at least 75 percent of these 
cases applications have been granted. Significantly, a large number of the appli- 
cations had been initially turned down before SDPA was called in for assistance 
Participation in interagency policy committees 

SDPA is represented on the principal interagency committees concerned with 
mobilization policies. Its active participation in the work of these committees 
enables the Administration to keep the interests of small business constantly to 
the fore at the policy-making level. It also enables SDPA to maintain a con- 
tinuing watch on mobilization policy developments and thus to foresee the effects 
which particular actions are likely to have on the Nation’s smal) businesses. 

Major committees on which SDPA is represented are the Production Policy 
Committee of the Office of Defense Mobilization, which advises the Director of 
Defense Mobilization on problems, policies, programs, and legislation relating 
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to defense production; the Defense Procurement Policy Committee, which co- 
ordinates Federal policies and programs with respect to defense procurement 
and related matters; the Surplus Manpower Committee of the Office of Defense 
Mobilization, which carries out ODM Order No. 4 on defense manpower; the 
Regional Defense Mobilization Committees of the Defense Production Admini- 
stration, which coordinate the defense activities of Federal agencies in each 
region, and the Regional Defense Mobilization Coordinating Committee, which 
coordinates the work of the regional committees; and the Small Business Com- 
mittee, made up of representatives of the small-business specialists in various 
Government agencies. An SDPA representative is chairman of the Small Busi- 
ness Committee. 

SDPA’s membership on the foregoing policy committees is in addition to its 
representation on various operating committees, such as DPA and NPA materials- 
requirements committees. 

Ammunition program 

Upon learning recently that new sources of supply for various types of ammu- 
nition and component parts were needed, SDPA offered its services to the Depart- 
ment of Defense in obtaining such sources from among small-business concerns 
The Department of Defense has accepted this offer; accordingly, SDPA is now 
sending letters to approximately 200 small steel forging plants and 3,000 small 
machine shops throughout the country, inviting them to notify SDPA’s Office 
of Contract Procurement in Washington if they are interested in obtaining either 
prime or subcontracts to produce ammunition items. Such items as grenades, 
flares, rockets, fuzes, bomb fin assemblies, cartridge storage cases, etc., are par- 
ticularly suitable for production by small plants. It is hoped that, as a result of 
this new SDPA program, a substantial contribution can be made to national 
defense while, at the same time, a number of small concerns will obtain a sub- 
stantial volume of needed business. 


FIELD OPERATIONS 


A primary aim of SDPA has been to provide a “one stop” service for small- 
business men in all parts of the country, where they can obtain assistance with 
procurement, financing, materials and equipment, and management and technical 
problems. SDPA has felt that it is unfair to small-business men to ask them 
to spend money and time journeying to Washington for help with their problems. 

Although its funds were severely limited, during fiscal 1952 SDPA established 
13 regional offices, their locations conforming to the pattern prescribed for all 
defense agencies. These offices were not manned by full staffs, however. Since 
the start of fiscal 1953, through increased funds made available to the Adminis- 
tration by Congress, SDPA has been able to add five additional field offices and to 
staff all of its regional offices with the various specialists needed to serve small 
jusiness in procurement, financing, materials, and other fields. SDPA’s field 
organization has reached the point that a “one stop” service now is available to 
the small manufacturer regardless of where he is located and what type of assis- 
tance he needs. 

Obviously, with a very small field staff, SDPA cannot establish a field office in 
every industrial center where there are a large number of small businesses. 
However, in order to make the Administration’s services readily available to the 
small manufacturer who does not live in a city where there is an SDPA field office, 
but perhaps instead lives at considerable distance from the nearest office, SDPA 
procurement, financial, and other specialists are making regularly scheduled 
visits to the various principal cities in their regions. The small manufacturers of 
these cities are advised when the SDPA specialists will be there and can call 
upon them for assistance at that time. This is another step in SDPA’s plan to 
provide services to the small manufacturer in his own area and at minimum cost 
to both him and the Government. 

The small-business man’s need for assistance with his problems, and the 
increasing extent to which SDPA is giving such assistance, through its field 
offices, is clearly shown by a recent analysis of field-office activities. This 
analysis showed that over a 3-month period SDPA regional offices had acted on 
requests for assistance in a total of 5,813 cases involving contracts, 3,270 cases 
involving loans, and 583 cases involving materials. Recent reports from the 
SDPA field offices indicate that the volume of requests for assistance is still 
growing. 

In its field operations, as well as in the development of its over-all policies and 
programs, SDPA has had the help and guidance of representative small-business 
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men who have volunteered to serve as members of SDPA regional advisory boards 
A regional advisory board has been formed for each of the Administration's 13 
regions, under authority vested in SDPA by section 714 (e) (11) of the Defense 
Production Act. Industry vice chairmen of the boards serve as members of 
SDPA’s National Advisory Board. Thus, SDPA, both in Washington and in the 
field, receives counsel and assistance from the small-business man in developing 
and administering its programs of assistance to him with his problems. 


SDPA STAFF 


As of September 11, 1952, the Administration had 375 employees: 191 in the 
Washington office, 143 in the field offices, and 41 assigned to procurement centers 
of the Army, Navy, and Air Force to review their proposed procurements and 
initiate joint determinations. In addition, SDPA was processing papers of 19 
additional employees, 





AIR COORDINATING COMMITTEE 


Atk COORDINATING COMMITTEE 
Washington, D. C., September 22, 1952 
Hon. Burnet R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 

DEAR SENATOR MAYBANK: In response to a letter from your office of August 
22, 1952, requesting a report on activities under the Defense Production Act 
the following information is submitted: 

The Air Coordinating Committee, in furtherance of its policies, established in 
1950 for the production of civil aircraft and component parts on an equal priority 
with that of similar military-type aircraft, has continued its coordination and 
development of one complete program to meet civil aviation requirements both 
foreign and domestic which were found to be essential to the civil economy and 
in addition, to provide an airlift potential in support of the mobilization plans 
in safeguarding the Nation in the event of an emergency. 

The Air Coordinating Committee, established by Executive Order 9781, Sep 
tember 19, 1946, is authorized to “examine aviation problems and developments 
affecting more than one participating agency ; develop and recommend integrated 
policies to be carried out and actions to be taken by the participating agencies 
or by any other Government agency charged with responsibility in the aviatior 
filed; and, to the extent permitted by law, coordinate the aviation activities of 
such agencies except activities relating to the exercise of quasi-judicial fun 
tions.” 

The Aircraft Claimant Division of the Air Coordinating Committee, composed 
of the several designated claimant agencies (the Civil Aeronautics Board, the 
Civil Aeronautics Administration, the Office of International Trade, and the 
Mutual Security Agency) and other Government agencies having a major in 
terest in this subject—the Department of Defense (through the Army, Navy, and 
Air Force), the Department of State, the National Production Authority, and the 
Defense Production Administration—has assisted the Committee in coordinating 
the civil requirements as presented by the above agencies. 

Since our report to your office last year the Committee has approved four 
quarterly programs and recommended these programs to the Defense Production 
Administration for the allocation of controlled materials to the National Pro 
duction Authority for the issuance of priorities to aircraft manufacturers and 
airlines to meet the civil requirements as established. To date the Committee 
has recommended a total of eight quarterly aircraft-production programs, the 
last of which recommends the allocation of controlled materials for the first 
quarter of 1953. This program is known as the C-8 program, and recommends 
the start of production of 35 new carrier-type aircraft under firm contract with 
the manufacturers in the first quarter of 1953, of which 18 are for domestic and 
17 for foreign airlines. 

In addition, the program recommends the allocation of controlled materials 
for 368 aircraft now under construction approved in prior programs, for a tota 
of 408 aircraft to be manufactured and delivered over the next 30 months, from 
October 1952 through March 1955. The program also provides a recommendation 
for the construction of 11,541 nonearrier aircraft (industrial, business, and agri- 
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cultural) during the 30-month period from October 1952 through March 1955, 
as follows: 


Fourth quarter, 1952 ______ : 

4 quarters, 19 : aes . 4, 637 
4 quarters, 1954_______- et ‘ 4, 924 
First quarter, 1955__- 


These production programs affect not only the large aircraft manufacturers 
and air carriers but also have a direct effect on approximately 14 smaller manu- 
facturers with production rates varying from 3 aircraft per quarter to 560 air- 
craft per quarter. In addition, a multitude of subcontractors are also benefited. 

rhe recommendations of the Committee have been implemented by the Defense 
Production Administration issuance of program determinations for the allocation 
of controlled materials to the National Production Authority, through the first 
quarter of 1953. 

I trust that this information is satisfactory for your purpose in preparing your 
report to the House of Representatives and the Senate. If there is any other 
material that you desire and that the Committee can supply, please let us know. 

Sincerely yours, 
Donatp W. Nyrrop, Chairman. 


LIST OF EXECUTIVE ORDERS 


sued under the authority of the Defense Production Act of 1950, as amended, in whole or in part, during 
the period beginning Oct. 1, 1951, and ending Oct. 17, 1952 


one | Federal Regis- | Date of Fed- 
a or De > > be 
Title of order ate of order ter citation eral Register 


Amending Executive Order No. 10161, as | Nov. 2,195 16 FR 11257...| Nov. 6,1951 
amended, to provide for alternate members 
of the Wage Stabilization Board 

Improving the means for obtaining compli- | Dee 3, 19% 16 FR 12303...| Dec. 6, 1951 
ance with the nondiscrimination provisions 
of Federal contracts. 

Transferring certain functions and delegat- | Feb. 17 FR 1145....| Feb. 6, 1952 
ing certain powers to the Small Defense 
Plants Administration. } 

Amending Executive Order No. 10161 of Sept. | Feb } 17 FR 1171_...| Feb , 1952 
9, 1950, with respect to the definitions of 
“solid fuels’ and ‘‘domestic transportation, 
storage, and port facilities.” | 

Amending Executive Order No. 10161, as | June 9, 1952 | 17 FR 5269..__| June 11, 1952 
amended, with respect to certain plant 
fibers | 

Delegating certain authority of the President | July 7,1952 | 17 FR 6141_- July 9, 1952 
to the Smal! Defense Plants Administrator. } 

Amending Executive Order No. 10161 with re- | July 14,1952 | 17 FR 6425..__| July 16, 1952 
spect to real-estate credit. | 

Providing for the composition of the Wage | July 25,1952 | 17 FR 6891_.._| July 
Stabilization Board. 

Amending Executive Order No. 10161 of Sept Aug. 30,1952 | 17 FR 7995 Sept. 4, 1952 
9, 1950, as amended, to provide for certain | 
alternate members of the Wage Stabilization | 
Board. ' 


29, 1952 
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THE DEFENSE PRODUCTION ACT OF 1950, AS AMENDED BY THE 
DEFENSE PRODUCTION ACT AMENDMENTS OF 19517 AND THE 
DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 * 

EXPLANATORY NOTE 
{Throughout this collation roman type is used to indicate text which has not been chang; 


since original passage and issuance of the 1950 Act. The 1951 Amendments appear 
italics Material which has been deleted by amendment is retained in the text, but js 





cluded in bold brackets [ J. ‘The 1952 Amendments appear in bold italics. Footnot, 
references appear for each amendment. (All amendatory sections cited in the footnotes ar 
contained in the Defense Production Act Amendments of 1951 or the Defense Producti; 
Act Amendments of 1952. Prepared by the Office of the Chief Counsel, Office of Pric, 
Stabilization. } 

AN ACT 


To establish a system of priorities and allocations for materials and facilities, a ‘ 
the requisitioning thereof, provide financial assistance for expansion of productive capacit 
and supply, provide for price and wage stabilization, provide for the settlement of Jah 
disputes, strengther controls over credit, and by these measures facilitate the product 
of goods and services necessary for the national security, and for other purposs 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That this Act, divided into titles, may be cited 

as “the Defense Production Act of 1950”. 


SEC. 2. DECLARATION OF POLICY 


It is the policy of the United States to oppose acts of aggression and to pro 
mote peace by insuring respect for world law and the peaceful settlement of 
differences among nations. To that end this Government is pledged to support 
collective action through the United Nations and through regional arrangements 
for mutual defense in conformity with the Charter of the United Nations. Th: 
United States is determined to develop and maintain whatever military and ec 
nomic strength is found to be necessary to carry out this purpose. Under present 
circumstances, this task requires diversion of certain materials and facilities 
from civilian use to military and related purposes. It requires expansion of pri 
ductive facilities beyond the levels needed to meet the civilian demand. I) 
order that this diversion and expansion may proceed at once, and that the 
national economy may be maintained with the maximum effectiveness and th 
least hardship, normal civilian production and purchases must be curtailed and 
redirected. 

It is the objective of this Act to provide the President with authority 
accomplish these adjustments in the operation of the economy. It is the inte! 
tion of the Congress that the President shall use the powers conferred by this 
Act to promote the national defense, by meeting, promptly and effectively, the 
requirements of military programs in support of our national security and foreign 
policy objectives, and by preventing undue strains and dislocations upon wages 
prices, and production or distribution of materials for civilian use, within th 
framework, as far as practicable, of the American system of competitive 
enterprise. 


TITLE I—PRIORITIES AND ALLOCATIONS 
SEC, 101, PRIORITIES AND ALLOCATIONS 


(a)* The President is hereby authorized (1) to require that performance unde! 
contracts or orders (other than contracts of employment) which he deetiis neces 
sary or appropriate to promote the national defense shall take priority over per 
formance under any other contract or order, and, for the purpose of assuring such 
priority, to require acceptance and performance of such contracts or orders i! 
preference to other contracts or orders by any person he finds to be capable of 
their performance, and (2) to allocate materials and facilities in such manne! 
upon such conditions, and to such extent as he shall deem necessary or appro- 
priate to promote the national defense. No restriction, quota, or other limitation 
shall be placed upon the quantity of livestock which may be slaughtered 01 
a Pub. Law 774, 8ist Cong.; Sept. 8, 1950, ce. 932, 64 Stat. 798; 50 U. S. C. App. 206! 
2166 

27 Pub. Law 96, 82d Cong.; July 31, 1951, c. 

*Pub. Law 429, 82d Cong.; June 30, 195: 
2061-2166 

* Designated sec. 101 (a) by sec. 102, 1952 Amendments. 


275, 65 Stat. 134; 50 U. S. C. App. 2061-2166 
52, c. 530, 66 Stat. 296; 50 U. S. C. App 
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handled by any processor’ Nor shall any restriction or other limitation be 
established or maintained upon the species, type, or grade of livestock killed by 
any slaughterer, nor upon the types of slaughtering operations, including reli- 
gious rituals, employed by any slaughterer ; nor shall any requirements or regu- 
lations be established or maintained relating to the allocation or distribution 
of meat or meat products unless, and for the period for which, the Secretary of 
Agriculture shall have determined and certified to the President that the over-all 
supply of meat and meat produets is inadequate to meet the civilian or military 
needs therefor: Provided, That nothing in this Act shall be construed to prohibit 
the President from requiring the grading and grade marking of meat and meat 
roducts.° 

: (b) When all requirements for the national security, for the stockpiling of 
critical and strategic materials, and for military assistance to any foreign nation 
authorized by any Act of Congress have been met through allocations and priori- 
ties it shall be the policy of the United States to encourage the maximum supply 
of raw materials for the civilian economy, including small business, thus in- 
creasing employment opportunities and minimizing inflationary pressures. No 
agreement shall be entered into by the United States limiting total United 
States consumption of any material unless such agreement authorizes domestic 
users in the United States to purchase the quantity of such material allocated 
to other countries participating in the International Materials Conference and 
not used by any such participating country. Nothing contained in this Act shall 
impair the authority of the President under this Act to exercise allocation and 
priorities controls over materials (both domestically produced and imported) 
and facilities through the controlled materials plan or other methods of 
allocation. 


SEC, 102. HOARDING AND ACCUMULATING 


In order to prevent hoarding, no person shall accumulate (1) in excess of the 
reasonable demands of business, personal, or home consumption, or (2) for the 
purpose of resale at prices in excess of prevailing market prices, materials which 
have been designated by the President as scarce materials or materials the supply 
of which would be threatened by such accumulation. The President shall order 
published in the Federal Register, and in such other manner as he may deem 
appropriate, every designation of materials the accumulation of which is unlawful 
ind any withdrawal of such designation. [This section shall not be construed 
to limit the authority contained in section 101 of this Act.J] In making such 
lesignations the President may prescribe such conditions with respect to the 
weumulation of materials in excess of the reasonable demands of business, per- 
somal, or home consumption as he deems necessary to carry out the objectives 
f this Act. This section shall not be construed to limit the authority contained 
n sections 101 and 704 of this Act.® 


SEC, 103. WILLFUL VIOLATION 


Any person who willfully performs any act prohibited, or willfully fails to 
perform any act required, by the provisions of this title or any rule, regulation, 
or order thereunder, shall, upon conviction, be fined not more than $10,000 or 
mprisoned for not more than one year, or both. 


SEC, 104, IMPORT CONTROLS 


[/mport controls of fats and oils (including oil-bearing materials, fatty acids, 
ul soap and soap powder, but excluding petroleum and petroleum products 
and coconuts and coconut products), peanuts, butter, cheese and other dairy 
oducts, and rice and rice products are neecssary for the protection of the 
‘sential security interests and economy of the United States in the existing 
emergency in international relations, and no imports of any such commodity 
product shall be admitted to the United States until after June 30, 1952, which 
ihe Secretary of Agriculture determines would (a) impair or reduce the domestic 
production of any such commodity or product below present production levels, 


® Added by sec. 101 (a). 1951 Amendments 

* Added by sec. 101, 1952 Amendments. 

* Added by see. 102, 1952 Amendments 
*Changed by sec. 101 (b), 1951 Amendments 
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or below such higher levels as the Secretary of Agriculture may deem necessary) 
in view of domestic and international conditions, or (6) interfere with th, 
orderly domestic storing and marketing of any such commodity or product. » 
(c) result in any unnecessary burden or expenditures under any Government 
price support program. The President shall exercise the authority and powers 
conferred in this section.J 


/ 


Import controls of fats and oils (including oil-bearing materials, fatty acids, 
and soap and soap powder, but excluding petroleum and petroleum products 
and coconuts and coconut products), peanuts, butter, cheese and other dairy 
products, and rice and rice products are necessary for the protection of the 
essential security interests and economy of the United States in the existing 
emergency in international relations, and imports into the United States of any 
such commodity or product, by types or varieties, shall be limited to such quan. 
tities as the Secretary of Agriculture finds would not (a) impair or reduce the 
domestic production of any such commodity or product below present production 
levels, or below such higher levels as the Secretary of Agriculture may deem 
necessary in view of domestic and international conditions, or (b) interfere with 
the orderly domestic storing and marketing of any such commodity or product, 
or (c) result in any unnecessary burden or expenditures under any Government 
price support program: Provided, however, That the Secretary of Agriculture 
after establishing import limitations, may permit additional imports of each 
type and variety of the commodities specified in the section, not to exceed 15 
per centum of the import limitation with respect to each tyne and variety which 
he may deem necessary, taking into consideration the broad effects unon inter- 
national relationships and trade. The President shall exercise the authority 
and powers conferred by this section.” 


TITLE 11—AUTHORITY TO REQUISITION AND CONDEMN’ 
SEC. 201. REQUISITIONING, CONDEMNING AND RETURNING PROPERTY 


(a) Whenever the President determines (1) that the use of any equipment, 
supplies, or component parts thereof, or materials or facilities necessary for the 
manufacture, servicing, or operation of such equipment, supplies, or component 
parts, is needed for the national defense, (2) that such need is immediate and 
impending and such as will not admit of delay or resort to any other source of 
supply, and (3) that all other means of obtaining the use of such property for 
the defense of the United States upon fair and reasonable terms have been ex- 
hausted, he is authorized to requisition such property or the use thereof for the 
defense of the United States upon the payment of just compensation for such 
property or the use thereof to be determined as hereinafter provided. The 
President shall promptly determine the amount of the compensation to be paid 
for any property or the use thereof requisitioned pursuant to this title but eac! 
such determination shall be made as of the time it is requisitioned in accordance 
with the provision for just compensation in the fifth amendment to the Consti 
tution of the United States. If the person entitled to receive the amount so 
determined by the President as just compensation is unwilling to accept the same 
as full and complete compensation for such property or the use thereof, he shal! 
be paid promptly 75 per centum of such amount and shall be entitled to recover 
from the United States, in an action brought in the Court of Claims or, without 
regard to whether the amount involved exceeds $10,000, in any district court 
of the United States, within three years after the date of the President's award, 
an additional amount which when added to the amount so paid to him, shall be 
just compensation. No real property (other than equipment and facilities, and 
buildings and other structures, to be demolished and used as scrap or second-hand 
materials) shall be acquired under this subsection.™ 

(b) Whenever the President deems it necessary in the interest of national 
defense, he may acquire by purchase, donation, or other means of transfer, or 
may cause proceedings to be instituted in any court having jurisdiction of such 
proceedings to acquire by condemnation, any real property, including facilities 
temporary use thereof, or other interest therein, together with any personal 
property located thereon or used therewith, that he deems necessary for th 
national defense, such proceedings to be in accordance with the Act of August ! 


® Sec, added by sec. 101 (¢), 1951 Amendments; revised by sec. 108, 1952 Amendments 
1” “And Condemn”™ added by sec. 102 (a), 1951 Amendments. 
31 Added by sec. 102 (b) (1), 1951 Amendments. 
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1888 (25 Stat. 357), as amended, or any other applicable Federal statute. Before 
ndemnation proceedings are instituted pursuant to this section, an affort shall 
made to acquire the property involved by negotiation unless, because of 
ible doubt as to the identity of the owner or owners, because of the large 
r of persons with whom it would be necessary to negotiate, or for other 
asons, the effort to acquire by negotiation would involve, in the judgment 
President, such delay in acquiring the property as to be contrary to the 
st of national defense. In any condemnation proceeding instituted pur- 
to this section, the court shall not order the party in possession to sur- 
ender possession in advance of final judgment unless a declaration of taking 
has been filed, and a deposit of the amount estimated to be just compensation 
nas been made, under the first section of the Act of February 26, 1931 (46 Stat. 
j,21), providing for such declarations. Unless title is in dispute, the court, 
pon application, shall promptly pay to the owner at least 75 per centum of the 
amount so deposited, but such payment shall be made without prejudice to 
ny party to the proceeding. Property acquired under this section may be 
vccupied, used, and improved for the purposes of this section prior to ‘the 
approval of title by the Attorney General as required by section 355 of the 
Revised Statutes, as amended.” 

Whenever the President determines that any real property acquired 
inder this title and retained is no longer needed for the defense of the United 
States, he shall, if the original Owner desires the property and pays the fair 
value thereof, return such property to the owner. In the event the President 
and the original Owner do not agree as to the fair value of the property, the 
fair value shall be determined by three appraisers, one of whom shall be chosen 
y the President, one by the original owner, and the third by the first two 
appraisers; the expenses of such determination shall be paid in equal shares by 
the Government and the original owner. 

(d) **Whenever the need for the national defense of any personal property 
[requisitioned] acquired ® under this title shall terminate, the President may 
dispose of such property on such terms and conditions as he shall deem appro- 
priate, but to the extent feasible and practicable he shall give the former 
wher of any property so disposed of an Opportunity to reacquire it (1) at 
ts then fair value as determined by the President, or (2) if it is to be disposed 
of (otherwise than at a public sale of which he is given reasonable notice) 
at less than such value, at the highest price any other person is willing to 
pay therefor: Provided, That this opportunity to reacquire need not be given 
ie case of fungibles or items having a fair value of less than $1,000 


TITLE III—EXPANSION OF PRODUCTIVE CAPACITY AND SUPPLY 
SEC, 301 FINANCING THE EXPANSION 


a) In order to expedite production and deliveries or services under Govern- 
ment contracts, the President may authorize, subject to such regulations as he 
may prescribe, the Department of the Army, the Department of the Navy, the 
Department of the Air Force, the Department of Commerce, and such other 
agencies of the United States engaged in procurement for the national defense 
as he may designate (hereinafter referred to as “guaranteeing agencies”), 
without regard to provisions of law relating to the making, performance, amend- 
ment, or modification of contracts, to guarantee in whole or in part any public 
or private financing institution (including any Federal Reserve bank), by com- 
mitment to purchase, agreement to share losses, or otherwise, against loss of 
principal or interest on any loan, discount, or advance, or on any commitment in 

nnection therewith, which may be made by such financing institution for the 
purpose of financing any contractor, subcontractor, or other person in con- 
nection with the performance, or in connection with or in contemplation of the 
termination, of any contract or other operation deemed by the guaranteeing 
agency to be necessary to expedite production and deliveries or services under 
Government contracts for the procurement of materials or the performance of 
services for the national defense. 

(hb) Any Federal agency or any Federal Reserve bank. when designated by the 
President, is hereby authorized to act, on behalf of any guaranteeing agency, as 
a 


8 Ne w subsection (b) added by sec. 102 (b) (2), 1951 Amendments 
*Formerly (b), redesignated (c) by sec. 102 (b) (4). 1951 Amendments 
*Formerly (ce), redesignated (d) by sec. 102 (b) (4), 1951 Amendments 
*Changed by sec. 102 (b) (3), 1951 Amendments 
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fiscal agent of the United States in the making of such contracts of guarantee 
and in otherwise carrying out the purposes of this section. All such funds as may 
be necessary to enable any such fiscal agent to carry out any guarantee mac 
by it on behalf of any guaranteeing agency shall be supplied and disbursed by or 
under authority from such guaranteeing agency. No such fiscal agent shal) 
have any responsibility or accountability except as agent in taking any action 
pursuant to or under authority of the provisions of this section. Each such fisea] 
agent shall be reimbursed by each guaranteeing agency for all expenses and losses 
incurred by such fiscal agent in acting as agent on behalf of such guaranteeing 
agency, including among such expenses, notwithstanding any other provisi 
of law, attorneys’ fees and expenses of litigation. 

(c) All actions and operations of such fiscal agents under authority of or pur 
suant to this section shall be subject to the supervision of the President, and t 
such regulations as he may prescribe; and the President is authorized to pre- 
scribe, either specifically or by maximum limits or otherwise, rates of interest 
guarantee and commitments fees, and other charges which may be made in eo) 
nection with loans, discounts, advances, or commitments guaranteed by the guar 
anteeing agencies through such fiscal agents, and to prescribe regulations goy 
erning the forms and procedures (which shall be uniform to the extent pra 
ticable) to be utilized in connection with such guarantees. 

(d) Kach guaranteeing agency is hereby authorized to use for the purposes 
of this section any funds which have heretofore been appropriated or allocated 
or which hereafter may be appropriated or allocated to it, or which are or may 
become available to it, for such purposes or for the purpose of meeting the neces 
sities of the national defense. 


SEC. 302. LOANS TO PRIVATE ENTERPRISE 


‘To expedite production and deliveries or services to aid in carrying out G 
ernment contracts for the procurement of materials or the performance 
services for the national defense, the President may make provision for loans 
(including participations in, or guarantees of, loans) to private business ente 
prises (including research corporations not organized for profit) for the ex 
sion of capacity, the development of technological processes, or the productior 
essential materials, including the exploration, development, and mining 
strategic and critical metals and minerals, and manufacture of newsprint. 
Such loans may be made without regard to the limitations of existing law and 
on such terms and conditions as the President deems necessary, except that fina 
cial assistance may be extended only to the extent that it is not otherwis« 
able on reasonable terms. 


SEC, 308. PURCHASES AND COMMITMENTS TO PURCHASE 


[Sec. 303.% (a) To assist in carrying out the objectives of this Act, the Pres 
cent may make provision (1) for purchases of or commitments to purchase metals 
minerals, and other raw materials, including liquid fuels, for Government 
or for resale; and (2) for the encouragement of exploration, development 
mining of critical and strategic minerals and metals: Provided, however, Tha 
purchases for resale under this subsection shall not include agricultural con 
modities except insofar as such commodities may be purchased for resale | 
industrial uses or stockpiling, and no agricultural commodity shall be soli 
such purposes at less than the higher of the following: (i) the current 
price for such commodity, or (ii) the minimum sale price established for agric 
tural commodities owned or controlled by the Commodity Credit Corporation 
provided in section 407 of Public Law 439, Eighty-first Congress. 

(b) Subject to the limitations in subsection (a), purchases and commitmen 
to purchase and sales under such subsection may be made without regard to the 
limitations of existing law, for such quantities, and on such terms and conditions, 
including advance payments, and for such periods, as the President deems neces- 
sary, except that purchases or commitments to purchase involving higher than 
currently prevailing market prices or anticipated loss on resale shall not be 
made unless it is determined that supply of the materials could not be effectively 
increased at lower prices or on terms more favorable to the Government, or that 
such purchuses are necessary to assure the availability to the United States 
overseas supplies. 








” Added by sec. 104, 1952 Amendments. 
7 See. 3038 entirely revised by sec. 103 (a), 1951 Amendments 
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(c) The procurement power granted to the President by this section shall 
include the power to transport and store, and have processed and refined, any 
materials procured under this section. 

(d) When in his judgment it will aid the national defense, the President is 
authorized to install additional equipment, facilities, processes, or improve- 
ments to plants, factories, and other industrial facilities owned by the United 
States Government, and to install Government-owned equipment in plants, fac- 
tories, and other industrial facilities owned by private persons.] 

(a) To assist in carrying out the objectives of this Act, the President may 
make provision (1) for purchases of or commitments to purchase metals, min- 
erals, and other materials, for Government use or resale; and (2) for the en- 
couragement of exploration, development, and mining of critical and strategic 
minerals and metals: Provided, however, That purchases for resale under this 
subsection shall not include that part of the supply of an agricultural commodity 
which is domestically produced except insofar as such domestically produced 
supply may be purchased for resale for industrial uses or stockpiling, and no 
commodity purchased under this subsection shall be sold at less than the estab- 
lished ceiling price for such commodity (except that minerals and metals shall 
not be sold at less than the established ceiling price, or the current domestic 
market price, whichever is lower), or, if no ceiling price has been established, 
the higher of the following: (i) the current domestic market price for such com- 
modity, or (ii) the minimum sale price established for agricultural commodities 
owned or controlled by the Commodity Credit Corporation as provided in section 
40% of Public Law 4389, Bighty-first Congress: Provided further, however, That 
no purchase or commitment to purchase any imported agricultural commodity 
shall be made calling for delivery more than one year after the expiration of this 
Act. 

(b) Subject to the limitations in subsection (a), purchases and commitments 
to purchase and sales under such subsection may be made without regard to the 
limitations of existing law, for such quantities, and on such terms and conditions, 
including advance payments, and for such periods, but not extending beyond 
June 30, 1962, as the President deems necessary, except that purchases or com- 
mitments to purchase involving higher than established ceiling prices (or if there 
eno established ceiling prices, currently prevailing market prices) or anticipated 
loss on resale shall not be made unless it is determined that supply of the 
materials could not be effectively increased at lower prices or on terms more 
favorable to the Government, or that such purchases are necessary to assure the 
availability to the United States of overseas supplies. 

(c) If the President finds 

1) that under generally fair and equitable ceiling prices for any raw or non 
processed material, there will result a decrease in supplies from high-cost sources 
f such material, and that the continuation of such supplies is necessary to carry 
out the objectives of the Act; or 

(2) that an increase in cost of transportation is temporary in character and 
threatens to impair maximum production or supply in any area at stable prices 
of any materials, 


he may make provision for subsidy payments on any such domestically produced 
material other than an agricultural commodity in such amounts and in such 
manner (including purchases of such material and its resale at a loss without 
regard to the limitations of existing law), and on such terms and conditions, 
as he determines to be necessary to insure that supplies from such high-cost 
sources are continued, or that marimum production or supply in such area at 
stable prices of such materials is maintained, as the case may be 

(d) The procurement power granted to the President by this section shalt 
nclude the power to transport and store and have processed and refined, any 
materials procured under this section. 

(ec) When in his judgment it will aid the national defense, the President is 
uthorized to install additional equipment, facilities, processes or improvements 
0 plants, factories, and other industrial facilities owned by the United States 
Government, and to install government-owned equipment in plants, factories, ané 
other industrial facilities owned by private persons. 


SEC, 304. NEW AGENCIES; AUTHORITY TO BORROW 


_ (a) For the purposes of sections 302 and 303, the President is hereby author- 
ied to utilize such existing departments, agencies, officials, or corporations of 
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the Government as he may deem appropriate, or to create new agencies (othe, 
than corporations). 

(b) Any agency created under this section, and any department, agency, officia) 
or corporation utilized pursuant to this section is authorized, subject to the 
approval of the President, to borrow from the Treasury of the United States, sueh 
sums of money as may be necessary to carry out its functions under sections 30 
and 303: [Provided, That the total amount borrowed under the provisions of 
this section by all such borrowers shall not exceed an aggregate of $600,000.00) 
outstanding at any one time.] Provided, That the amount borrowed under th, 
provisions of this section by all such borrowers shall not exceed an aggregate of 
$2,100,000,000 outstanding at any one time: Provided further, That when any 
contract, agreement, loan, or other transaction heretofore or hereafter entered 
into pursuant to section 302 or 303 imposes contingent liability upon the United 
States, such liability shall be considered for the purposes of sections 3679 and 
3732 of the Revised Statutes, as amended, as an obligation only to the extent 
of the probable ultimate net cost to the United States under such transaction 
and the President shall submit a report to the Congress not less often than onc: 
each quarter setting forth the gross amount of each such transaction entered 
into by any agency of the United States Government under this authority and 
the basis for determining the probable ultimate net cost to the United States 
thereunder.“ For the purpose of borrowing as authorized by this subsection 
the borrower may issue to the Secretary of the Treasury its notes, debentures 
bonds, or other obligations to be redeemable at its option before maturity in 
such manner as may be stipulated in such obligations. Such obligations shall 
bear interest at a rate determined by the Secretary of the Treasury, taking into 
consideration the current average rate on outstanding marketable obligations 
of the United States as of the last day of the month preceding the issuance of 
the obligations. The Secretary of the Treasury is authorized and directed t 
purchase such obligations and for such purpose the Secretary of the Treasury 
is authorized to use as a public-debt transaction the proceeds from the sale of 
any securities issued under the Second Liberty Bond Act, as amended, and the 
purposes for which securities may be issued under the Second Liberty Bond Act 
as amended, are extended to include any purchases of obligations hereunder 

C(c) In addition to the sums authorized to be borrowed under subsection (b 
there is hereby authorized to be appropriated to carry out the purposes of se 
tions 302 and 303, such sums, not in excess of $1,400,000,000, as may be necessary 
therefor.]” 


TITLE IV—PRICE AND WAGE STABILIZATION 


SEC. 401. CONGRESSIONAL INTENT 


It is the intent of Congress to provide authority necessary to achieve the f 
lowing purposes in order to promote the national defense: To prevent inflatio! 
and preserve the value of the national currency; to assure that defense appro 
priations are not dissipated by excessive costs and prices; to stabilize the cost 
of living for workers and other consumers and the costs of production for farm 
ers and businessmen; to eliminate and prevent profiteering, hoarding, manip 
lation, speculation, and other disruptive practices resulting from abnorma 
market conditions or scarcities; to protect consumers, wage earners, investors 
and persons with relatively fixed or limited incomes from undue impairment 
of their living standards; to prevent economic disturbances, labor disputes, inter 
ferences with the effective mobilization of national resources, and impairment 
of national unity and morale; to assist in maintaining a reasonable balance be 
tween purchasing power and the supply of consumer goods and services; to pri 
tect the national economy against future loss of needed purchasing power by 
the present dissipation of individual savings; and to prevent a future collapse 
of values. It is the intent of Congress that the authority conferred by this title 
shall be exercised in accordance with the policies set forth in section 2 of this 
Act, and in particular with full consideration and emphasis, so far as pra 
tieable, on the maintenance and furtherance of the American system of con 
petitive enterprise, including independent small-business enterprises, the main: 
tenance and furtherance of a sound agricultural industry, the maintenance and 
furtherance of sound working relations, including collective bargaining, and the 


18 Changed by sec. 103 (b). 1951 Amendments. 
® Deleted by sec. 103 (c), 1951 Amendments. 
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maintenance and furtherance of the American way of life. Whenever the au- 
thority granted by this title is exercised, all agencies of the Government dealing 
with the subject matter of this title, within the limits of their authority and 
yrisdiction, shall cooperate in carrying out these purposes. 


sec, 402. AUTHORITY TO REGULATE PRICES AND WAGES; EXEMPTIONS; STANDARDS 


(a) In order to carry out the objectives of this title, the President may encour- 
age and promote voluntary action by business, agriculture, labor and consumers. 
In proceeding under this subsection the President may exercise the authority to 
approve voluntary programs and agreements conferred on him under section 708, 
and may utilize the services of persons and agencies as provided in section 710. 

(b) (1) To the extent that the objectives of this title cannot be attained by 
action under subsection (a), the President may issue regulations and orders 
establishing a ceiling or ceilings on the price, rental, commission, margin, rate, 
fee, charge, or allowance paid or received on the sale or delivery, or the purchase 
or receipt, by or to any person, of any material or service, and at the same time 
shall issue regulations and orders stabilizing wages, salaries, and other com- 
pensation in accordance with the provisions of this subsection. 

(2) Action under this subsection may be taken either with respect to individual 
materials and services and to individual types of employment, or with respect to 
materials, services, and types of employment generally. A ceiling may be estab- 
lished with respect to an individual material or service only when the President 
finds that (i) the price of the material or.service has risen or threatens to rise 
unreasonably above the price prevailing during the period from May 24, 1950 to 
June 24, 1950, (ii) such price increase will materially affect the cost of living or 
the national defense, (iii) the imposition of such ceiling is necessary to effectuate 
the purposes of this Act, (iv) it is practicable and feasible to impose such ceiling, 
and (v) such ceiling will be generally fair and equitable to sellers and buyers of 
such material or service and to sellers and buyers of related or competitive mate- 
rials and services. 

3) Whenever a ceiling has been imposed with respect to a particular material 
or service, the President shall stabilize wages, salaries, and other compensation 
in the industry or business producing the material or performing the service. 

(4) Whenever ceilings on prices have been established on materials and sery- 
ices comprising a substantial part of all sales at retail and materially affecting 
the cost of living, the President (i) shall impose ceilings on prices and services 
generally, and (ii) shall stabilize wages, salaries, and other compensation 
generally. 

(5) In stabilizing wages under paragraph (3) of this subsection, the President 
shall issue regulations prohibiting increases in wages, salaries, and other com- 
pensation which he deems would require an increase in the price ceiling or impose 
hardships or inequities on sellers operating under the price ceiling. 

c) So far as practicable, in exercising the authority conferred in this section, 
the President shall ascertain and give due consideration to comparable prices, 
entals, commissions, margins, rates, fees, charges, and allowances, and to com- 
parable salaries, wages, or other compensation, which he finds to be representa- 
tive of those prevailing during the period from May 24, 1950, to June 24, 1950, 
inclusive, or, in ease none prevailed during this period or if those prevailing 
during this period were not generally representative because of abnormal or 
seasonal market conditions or other cause, then those prevailing on the nearest 
ate on Which, in the judgment of the President, they are generally representa- 
tive. The President shall also give due consideration to the national effort to 
achieve maximum production in furtherance of the objectives of this Act. In 
determining and adjusting ceilings on prices with respect to materials and 
services, he shall give due consideration to such relevant factors as he may 
determine to be of general applicability in respect of such material or service, 
including the following: Speculative fluctuations, general increases or decreases 

cost of production, distribution, and transportation, and general increases or 
ecreases in profits earned by sellers of the material or by persons performing 
the service, subsequent to June 24, 1950. In stabilizing and adjusting wages, 
Salaries, or other compensation, the President shall give due consideration to 
such relevant factors as he may determine to be of general applicability in 
respect to such wages, salaries, or other compensation. Any regulation or order 
inder this title shall be such as in the judgment of the President will be generally 
‘alr and equitable and will effectuate the purposes of this title, and shall be 
accompanied by a statement of considerations involved in the issuance of such 
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regulation or order. The President, in establishing and adjusting ceilings wit) 
respect to materia!s and services, and in stabilizing and adjusting wages, salaries 
and other compensation, shall make such adjustments as he deems necessary to 
prevent or correct hardships or inequities. 

(d) (1) Regulations and orders issued under this title shall apply regardless 
ef any obligation heretofore or hereafter incurred, except as provided in this 
subsection; but the President shall make appropriate provision to prevent hard 
ships and inequities te sellers who have bona fide contracts in effect on the date 
of issuance of any such regulation or order for future delivery of materials j; 
which seasonal demands or normal business practices require contracts for 
future delivery. 

(2) No wage, salary, or other compensation shall be stabilized at less than that 
paid during the period from May 24, 1950, to June 24, 1950, inclusive. No regu- 
lation or order shall be issued or remain in effect under this title which prohibits 
the payment or receipt of hourly wages at a rate of $1 per hour or less” No 
action shall be taken under authority of this title with respect to wages, salaries, 
or other compensation which is inconsistent with the provisions of the Fair Labo: 
Standards Act of 1988, as amended, or the Labor Management Relations Act, 
1947, or any other law of the United States, or of any State, the District of 
Columbia, or any Territory or possession of the United States. 

(3) No ceiling shall be established or maintained for any agricultural com- 
modity below the highest of the following prices: (i) The parity price for such 
commodity, as determined by the Secretary of Agriculture in accordance with the 
Agricultural Adjustment Act of 1938, as amended, and adjusted by the Secretary 
of Agriculture for grade, location, and seasonal differentials, or (ii) the highest 
price received by producers during the period from May 24, 1950, to June 24, 
1950, inclusive, as determined by the Secretary of Agriculture and adjusted by 
the Secretary of Agriculture for grade, location, and seasonal differentials, or 
(iii) in the case of any commodity for which the market was not active during 
the period May 24 to June 24, 1950, the average price received by producers during 
the most recent representative period prior to May 24, 1950, in which the market 
for such commodity was active as determined and adjusted by the Secretary of 
Agriculture to a level in line with the level of prices received by producers for 
agricultural commodities generally during the period May 24 to June 24, 1950, and 
adjusted by the Secretary for grade, location, and seasonal differentials, or 
(iv) in the case of fire-cured tobacco a price (as determined by the Secretary of 
Agriculture and adjusted for grade differentials) equal to 75 per centum of the 
parity price of Burley tobacco of the corresponding crop, and in the case of dark 
air-cured tobacco and Virginia sun-cured tobacco, respectively, a price (as deter- 
mined by the Secretary of Agriculture and adjusted for grade differentials) equa! 
to 6624 per centum of the parity price of Burley tobacco of the corresponding crop. 
No ceilings shall be established or maintained hereunder for any commodity 
processed or manufactured in whole or substantial part from any agricultural 
commodity below a price which will reflect to producers of such agricultural com- 
modity a price for such agricultural commodity equal to the highest price therefor 
specified in this subsection: Provided, That in establishing and maintaining ceil- 
ings on products resulting from the processing of agricultural commodities, 
including livestock, a generally fair and equitable margin shall be allowed for 
such processing; and equitable treatment shall be accorded to all such processors.” 
Whenever a ceiling has been established under this title with respect to any agri- 
cultural commodity, or any commodity processed or manufactured in whole or in 
substantial part therefrom, the President from time to time shall adjust such 
ceiling in order to make appropriate allowances for substantial reduction in mer- 
chantable crop yields, unusual increases in costs of production, and other factors 
which result from hazards occurring in connection with the production and mar- 
keting of such agricultural commodity; and in establishing the ceiling (1) for 
any agricultural commodity for which the 1950 marketing season commenced 
prior to the enactment of this Act and for which different areas have different 
periods of marketing during such season or (2) for any agricultural commodity 
produced for the same general use as a commodity described in (1), the President 
shall give due consideration to affording equitable treatment to all producers of 
the commodity for which the ceiling is being established. No ceiling shall be 
established or maintained for any agricultural commodity below 90 per centum 


© Added by sec. 10503952 Amendments. 
™ Added by sec. 104 (a), 1951 Amendments. 
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of the price received (by grade) by producers on May 19, 1951, as determined by 
the Secretary of Agriculture.” [Nothing contained in this Act shall be construed 
to modify, repeal, supersede, or affect the provisions of the Agricultural Market- 
ing Agreement Act of 1937, as amended, or to invalidate any marketing agree- 
ment, license, or order, or any provision thereof or amendment thereto, heretofore 
or hereafter made or issued under the provisions of such Act.]™ Nothing con- 
tained in this Act shall be construed to modify, repeal, supersede, or affect the 
provisions of either (1) the Agricultural Act of 1949, except that under any price 
support program announced while this title is in effect the level of support to 
cooperators shall be 90 per centum of the parity price, or such higher level as 
may be established under section 402 of that Act, for any crop of any basic agri- 
cultural commodity with respect to which producers have not disapproved 
marketing quotas,“ or (2) the Agricultural Marketing Agreement Act of 1987, as 
mended, or to invalidate any marketing agreement, license, or order, or any pro- 

sion thereof or amendment thereto, heretofore or hereafter made or issued under 
the provisions of the Agricultural Marketing Agreement Act of 1937, as amended. 
Ceiling prices to producers for milk used for distribution as fluid milk in any 
marketing area not under a marketing agreement, license, or order issued under 
the Agricultural Marketing Agreement Act of 1937, as amended, shall not be less 

an (1) parity prices for such milk, or (2) prices which in such marketing areas 
will bear the same ratio to the average farm price of milk sold wholesale in the 
United States as the prices for such fluid milk in such marketing areas bore to 
such average farm price during the base period, as determined by the Secretary 
of Agriculture, whichever is higher: Provided, however, That whenever the 
Secretary of Agriculture finds that the prices so fixed are not reasonable in view 
of the price of feeds, the available supplies of feeds, and other economic condi- 
tions which affect market supply and demand for milk and its products in any 
such marketing area, he shall fix such prices as he finds will reflect such factors, 
nsure a sufficient quantity of pure and wholesome milk, and be in the public 
interest, which prices when so determined shall be used as the ceiling prices to 
producers for fluid milk in such marketing areas. No ceiling prices to producers 
for milk or butterfat used for manufacturing dairy products shall be issued until 
and unless the Secretary of Agriculture shall determine that such prices are rea- 
sonable in view of the price of feeds, the available supplies of feeds, and other 
economic conditions which affect the supply and demand for dairy products, and 
will insure a sufficient quantity of dairy products and be in the public interest. 
The prices so determined shall be adjusted by him for use, grade, quality, loca- 
tion, and season of the year.’ No ceiling prices for products resulting from the 
processing of agricultural commodities, including livestock, milk, and other dairy 
products, shall be established or maintained in any agricultural marketing area 
at levels which deny to any processor of such products the cost adjustments 
provided in paragraph (4) of this subsection and which deny to any distributor 
or seller of such products the customary margin or charge provided in subsec- 
tion (k) of this section. Where a State regulatory body is authorized to establish 
minimum and/or maximum prices for sales of fluid milk, ceiling prices estab- 
lished for such sales under this title shall (1) not be less than the minimum 
prices, or (2) be equal to the maximum prices, established by such regulatory 
body, as the case may be: And provided further, That in the case of prices of 
milk established by any State regulatory body, with respect to which prices, 
parties may be deemed to contract, no ceiling price may be maintained under 
this title which is less than the price so established. No ceiling shall be estab- 
lished or maintained under this title for fruits or vegetables in fresh or 
processed form.” 

(4) After the enactment of this paragraph no ceiling price on any material 
(other than an agricultural commodity) or on any service shall become effective 
which is below the lower of (A) the price prevailing just before the date of 
ssuance of the regulation or order establishing such ceiling price, or (B) the 
price prevailing during the period January 25, 1951, to February 24, 1951, inelu- 
sive. Nothing in this paragraph shall prohibit the establishment or maintenance 
of a ceiling price with respect to any material (other than an agricultural com- 
modity) or service which (1) is based upon the highest price between January 


TT 
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1, 1950, and June 24, 1950, inclusive, if such ceiling price reflects adjustments for 
increases or decreases in costs occurring subsequent to the date on which such 
highest price was received and prior to July 26, 1951, or (2) is established unde, 
a regulation issued prior to the enactment of this paragraph. Upon application 
and a proper showing of his prices and costs by any person subject to a ceiling 
price, the President shall adjust such ceiling price in the manner prescribed jy 
clause (1) of the preceding sentence. For the purposes of this paragraph th; 
term “costs” includes material, indirect and direct labor, factory, selling, adve) 
tising, office, and all other production, distribution, transportation and adminis 
tration costs, except such as the President may determine to be unreasonable and 
excessive.” The provisions of this paragraph shall not apply in the case of « 
seller of a material at retail or wholesale within the meaning of subsection (k) 
of this section.” 

(5) For the purpose of determining the applicable ceiling price under the gen- 
eral ceiling price regulation issued January 26, 1951, as amended, any sale of 
fertilizer to the ultimate user by a person who acquired it for resale shall by 
considered a retail sale.” 

(e) The authority conferred by this title shall not be exercised with respect 
to the following: 

(i) Prices or rentals for real property ; 

(ii) [Rates or fees charged for professional services ;] Rates or fees charged 
for professional services; wages, salaries, and other compensation paid to physi 
cians employed in a professional capacity by licensed hospitals, clinics and lik: 
medical institutions for the care of the sick or disabled ; wages, salaries and othe: 
compensation paid to attorneys licensed to practice law employed in a profes 
sional capacity by an attorney or firm of attorneys engaged in the practice o 
his or their profession: ® wages, salaries, and other compensation paid to pro- 
fessional engineers employed in a professional capacity; wages, salaries, and 
other compensation paid to professional architects employed in a professional 
capacity by an architect or firm of architects engaged in the practice of his or 
their profession; and wages, salaries, and other compensation paid to certified 
public accountants licensed to practice as such employed in a professional 
capacity by a certified public accountant or firm of certified public accountants 
engaged in the practice of his or their profession.” 

(iii) Prices or rentals for (a) materials furnished for publication by any press 
association or feature service, or (b) books, magazines, motion pictures, period 
icals, or newspapers, other than as waste or scrap; or rates charged by any pe! 
son in the business of operating or publishing a newspaper, periodical, or maga 
zine, or operating a radio-broadcasting or television station, a motion-picture o1 
other theater enterprise, or outdoor advertising facilities ; 

(iv) Rates charged by any person in the business of selling or underwriting 
insurance ; 

[(v) Rates charged by any common carrier or other public utility: Provided 
That no common carrier or other public utility shall at any time after the 
President shall have issued any stabilization regulations and orders under sul 
section (b) make any increase in its charges for property or services sold by 
it for resale to the public, for which application is filed after the date of is 
suance of such stabilization regulations and orders, before the Federal, State 
or Municipal authority having jurisdiction to consider such increase, unless i 
first gives 30 days’ notice to the President, or such agency as he may designate, 
und consents to the timely intervention by such agency before the Federal, State 
or Municipal authority having jurisdiction to consider such increase :] 


(v) (1) Rates and charges by any common carrier or other public utility, in- 
cluding rates charged by any person subject to the Shipping Act, 1916 (Public 
Law 260, Sixty-fourth Congress), as amended, and including compensation for 
the use by others of a common carrier's cars or other transportation equipment, 
charges for the use of washroom and toilet facilities in terminals and stations, 
and charges for repairing cars or other transportation equipment owned by 
others; charges for the use of parking facilities operated by common carriers in 
connection with their common carrier operations; and (2) charges paid by com- 
mon carriers for the performance of a part of their transportation services to 
the public, including the use of cars or other transportation equipment owned 


= Added by sec. 104 (e). 1951 Amendments. 
2* Added by sec. 107, 1952 Amendments. 

™» Added by sec. 108, 1952 Amendments. 

* Changed by sec. 104 (f). 1951 Amendments. 
#1 Added by sec. 109 (a), 1952 Amendments. 
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by a person other than a common carrier, protective service against heat or cold 
to property transported or to be transported, and pickup and delivery and local 
transfer services: Provided, That no common carrier or other public utility shall 
at any time after the President shall have issued any stabilization regulations 
and orders under subsection (b) make any increase in its charges for property 
or services sold by it for resale to the public, for which application is filed after 
the date of issuance of such stabilization regulations and orders, before the 
Federal, State, or municipal authority, if any, having jurisdiction to consider 
such increase, unless it first gives thirty days’ notice to the President, or such 
agency as he may designate, and consents to timely intervention by such agency 
before the Federal, State, or municipal authority, if any, having jurisdiction to 
consider such increase; And provided further, That the Office of Price Stabiliza- 
tion shall not intervene in any case involving increases in rates or charges pro- 
posed by any common carrier or other public utility except as provided in the 
preceding proviso ; * 

vi) Margin requirements on any commodity exchange. 

vii) Prices charged and wages paid for services performed by barbers and 
heauticians.™ 

(viii) Rates, fees, and charges for materials or services supplied directly by 
the States, Territories, and possessions of the United States, and their political 
subdivisions and municipalities, the District of Columba, and any agency of any 
of the foregoing.” 

(ix) Wages, salaries, or other compensation of persons employed in small- 
business enterprises as defined in this paragraph: Provided, however, That the 
President may from time to time exclude from this exemntion such enterprises 
on the basis of industries, types of business, occupations, or areas, if their 
exemption would be unstabilizing with respect to wages, salaries, or other 
compensation, prices, or manpower, or would otherwise be contrary to the pur- 
poses of this Act. A small-business enterprise, for the purpose of this para- 
graph, is any enterprise in which a total of eight or less persons are employed 
in all its establishments, branches, units, or affiliates. This paragraph shall 
become effective thirtu days after its enactment.” 

(x) Prices charged and wages paid by bowiing alleys.” 

(xi) Wages paid for agricultural labor.” 

(f) The President, in or by any regulation or order, may provide exemptions 
for any materials or services, or transactions therein, or types of employment, 
with respect to which he finds that (1) such exemption is necessary to promote 
the national defense; or (2) it is unnecessary that ceilings be applicable to such 
uaterials or services, or transactions therein, or that compensation for such 
types of employment be stabilized, in order to effectuate the purposes of this title. 

(g) The powers granted in this title shall not be used or made to operate to 
ompel changes in the business practices, cost practices or methods, or means or 
‘ids to distribution, established in any industry, except where such action is 
affirmatively found by the President to be necessary to prevent circumvention 
or evasion of any regulation, order, or requirement under this title. 

(h) Nothing in this title shall be construed (1) as authorizing the elimination 
or any restriction of the use of trade and brand names; (2) as authorizing the 
President to require the grade labeling of any materials; (3) as authorizing the 
President to standardize any materials or services, unless the President shall 
determine, with respect to such standardization, that no practicable alternative 
exists for securing effective price control with respect to such materials or serv- 
ices; or (4) aS authorizing any order of the President establishing price ceilings 
for different kinds, classes, or types of material or service, which are described in 
terms of specifications or standards, unless such specifications or standards were, 
prior to such order, in general use in the trade or industry affected, or have pre- 
viously been promulgated and their use lawfully required by another Government 
agency, 

(i) No rule, regulation, or order issued under this title shall require any seller 
of materials at retail to limit his sales with reference to any highest price line 

iffered for sale by him at any prior time. . 

(}) Where the sale or delivery of a material or service makes the person sell- 
ng or delivering it liable for a State or local gross receipts tar or gross income 
e—_—__—— 

"Entirely revised by sec. 109 (b), 1952 Amendments. 
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tar, he may receive for the material or service involved, in addition to the cx iling 
price, (1) an amount equal to the amount of all such State and local tazes for 
which the transaction makes him liable, or (2) one cent, whichever is greater. 
For the purposes of the preceding sentence, the mount of tam liability shall be 
computed on shipping units at the ceiling price, and a fractional part of a cent 
in the amount of tag liability shall be disre garded unless it amounts to one-halt 
cent or more, in which case it shall be increased to one cent.” 

(k) [No rule, regulation, order or amendment thereto shall hereafter be issued 
under this title, which shall deny to sellers of materials at retail or wholesal 
their customary percentage margins over costs of the materials during the period 
Vay 24, 1950, to June 24, 1950, or on such other nearest representative date 
determined under section 402 (c), as shown by their records during such period, 
except as to any one specific item of a line of material sold by such sellers which 
is in short supply as evidenced by specific government action to encourage pro 
duction of the item in question.] No rule, regulation, order, or amendment 
thereto shall be issued or remain in effect under this title, which shall deny 
sellers of materials at retail or wholesale their customary nercentage margins 
over costs of the materials or their customary charges during the period May 24, 
1950, to June 24, 1950, or on such other nearest representative date determined 
under section 402 (c), as shown by their records during such period, except as 
to any one specific item of a line of material sold by such sellers which is in 
short supply as evidenced by specific government action to encourage produc- 
tion of the item in question: Provided, however, That if the antitrust laws of 
any State have been construed to prohibit adherence by sellers of materials at 
wholesale or retail to uniform suggested retail resale prices, the President shall 
issue regulations giving full consideration to the customary percentage margins 
of such sellers during the period hereinbefore set forth. No such exception 
shall reduce such customary margins of sellers at retail or wholesale beyond the 
amount found by the President, in writing, to be generally equitable and propor- 
tionate in relation to the general reductions in the customary margins of all 
other classes of persons concerned in the production and distribution of the ea- 
cepted item of material. 

Prior to making any finding that a specific item of material shall be so ea- 
cepted, or as to the amount of the reductions in customary margins to be 
posed upon retail and wholesale sellers of such item, the President shall co 
with representatives of the affected retail and wholesale sellers concerning 
basis for and the amount of the exception which is proposed with respect to any 
such item, 

For purposes of this section a person is a “seller of a material at retail or 
wholesale” to the extent that such person purchases and resells an item of ma- 
terial without substantially altering its form; or to the extent that such pers 
sells to ultimate consumers except (1) to government and institutional consumers 
and (2) to consumers who purchase for consumption in the course of trade or 
business.” 

(1) No rule, regulation, order, or amendment thereto issued under this titl: 
shall fix a ceiling on the price paid or received on the sale or delivery of any 
material in any State below the minimum sales price of such material fixed by 
the State law (other than any so-called ‘fair trade law’) now in effect, or by 
regulation issued puruant to such law.” 

(m) No rule, regulation, order, or amendment thereto shall be issued or 
maintained under this title, which shall deny to any hotel supply house or com- 
bination distributor, affiliated with any slaughterer or slaughtering establish- 
ment, or to any wholesaler so affiliated but whose affiliation does not amount to 
an interest or equity of more than 50 per centum, the same ceiling price or 
prices for meat accorded to hotel supply houses, combination distributors, or 
wholesalers which are not so affiliated.” 

(n) Notwithstanding any other provision of this Act, whenever price ceilings 
are declared in effect on any agricultural commodity at the farm level, th 
Director of Price Stabilization must at the same time put into effect margin 
controls on processors, wholesalers, and retailers, such margin controls to allow 
the processors, wholesalers, and retailers the normal mark-ups as provided under 


Added by sec. 104 (h), 1951 Amendments 
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this Act, except that under no circumstances are the sellers to be allowed 
greater than their normal margins of profit.” 


SEC. 403. SEPARATE CONTROLS AGENCY 


(a) At such time as the President determines that it is necessary to impose 
price and wage controls generally over a substantial portion of the national 
economy, he shall administer such controls, and rationing at the retail level 
of consumer goods for household and personal use under authority of Title I of 
this Act (when and to the extent that he exercises such authority), through a 
new independent agency created for such purpose[.]: Provided, however, That 
the President shall administer any controls over the wages or salaries of em- 
ple ees subject to the provisions of the Railway Labor Act, as amended, through 
separate board or panel having jurisdiction only over such employees.“ Such 
gency may utilize the services, information, and facilities of other agencies and 
epartments of the Government, but such agency shall not delegate enforcement 

f any of the controls to be administered by it under this section to any other 

gency or department. 

(b) (1) There is hereby created, in the present Economic Stabilization Agency, 
or any successor agency, a Wage Stabilization Board (hereinafter in this sub- 
section referred to as the ‘Board’), which shall be composed, in equal numbers, 
of members representative of the general public, members representative of 
labor, and members representative of business and industry. The number of 
ofices on the Board shall be established by Executive order. 

(2) The members of the Board shall be appointed by the President, by and 
with the advice and consent of the Senate. The President shall designate a 
Chairman and Vice Chairman of the Board from among the members representa- 
tive of the general public. 

3) The term of office of the members of the Board shall terminate on May 1, 
1953. Any member appointed to fill a vacancy occurring prior to the expiration 
of the term for which his predecessor was appointed shall be appointed for the 
remainder of such term. 

(4) Each member representative of the general public shall receive compen- 
sation at the rate of $15,000 a year, and while a member of the Board shall 
engage in no other business, vocation, or employment. Each member repre- 
sentative of labor, and each member representative of business and industry, 
shall receive $50 for each day he is actually engaged in the performance of his 
duties as a member of the Board, and in addition he shall be paid his actual and 
necessary travel and subsistence expenses in accordance with the Travel Expense 
Act of 1949 while so engaged away from his home or regular place of business. 
The members representative of labor, and the members representative of busi- 
ness and industry, shall, in respect of their functions on the Board, be 
from the operation of sections 281, 283, 284, 434, and 1914 of title 18 of the United 
States Code and section 190 of the Revised Statutes (5 U.S. C.99). 

(5) The Board shall, under the supervision and direction of the Economic Sta- 
bilization Administrator— 

(A) formulate, and recommend to such Administrator for promulgation, 
general policies and general regulations relating to the stabilization of 
wages, salaries, and other compensation; and 

(B) upon the request of (i) any person substantially affected thereby, or 
(ii) any Federal department or agency whose functions, as provided by law, 
may be affected thereby or may have an effect thereon, advise as to the 
interpretation, or the application to particular circumstances, of policies and 
regulations promulgated by such Administrator which relate to the stabiliza- 
tion of wages, salaries, and other compensation. 

For the purposes of this Act, stabilization of wages, salaries, and other com- 
pensation means prescribing maximum limits thereon. Except as provided in 
clause (B) of this paragraph, the Board shall have no jurisdiction with respect 
fo any labor dispute or with respect to any issue involved therein. Labor dis- 
putes, and labor matters in dispute, which do not involve the interpretation or 
application of such regulations or policies shall be dealt with, if at all, insofar 
as the Federal Government is concerned, under the conciliation, mediation, 
Cenrbenc, or other provisions of laws heretofore or hereafter enacted by the 
ongress. 


ee 
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(6) Paragraph (5) of this subsection shall take effect thirty days after the date 
on which this subsection is enacted. The Wage Stabilization Board created } by 
Executive Order Numbered 10161, and reconstituted by Executive Order Num. 
bered 10233, as amended by Executive Order Numbered 10301, is hereby abol. 
ished, effective at the close of the twenty-ninth day following the date on which 
this subsection is enacted. After June 27, 1952, the present Wage Stabilization 
Board shall issue no regulation or order «¢ xe ept with respect to individual cases 
pending before the Board prior to such date.’ 

(c) Notwithstanding any other provision of this section, the stabilization of 
the salaries and other compe nsation of persons (not represented in their rela. 
tionships or eligible to be so represented with their employer by duly certified 
or recognized labor organizations) employed as outside salesmen or in bona fid: 
executive, administrative, or professional capacities, as such terms are defined 
in the regulations issued in pursuance of section 13 (a) (1) of the Fair Labor 
Standards Act of 1938, as amended, or as supervisors, as defined by the age 
Management Relations Act, 1947, as amended, shall be administered by the 
Salary Stabilization Board and the Office of Salary Stabilization as presently 
established within the Economic Stabilization Agency, or any successor agency 
subject to the supervision and direction of the Economic Stabilization 
Administrator.” 

(d) It shall be the express duty, obligation, and function of the present Eco- 
nomic Stabilization Agency, or any successor agency, to coordinate the relation- 
ship between prices and wages, and to stabilize prices and wages.” 


SEC, 404. CONSULTATION WITH COMMITTEES 


In carrying out the provisions of this title, the President shall, so far as 
ticable, advise and consult with, and establish and utilize committees of, rey 
sentatives of persons substantially affected by regulations or orders 
hereunder. 

SEC. 405. VIOLATIONS 


(a) It shall be unlawful, regardless of any obligation heretofore or hereafter 
entered into, for any person os sell or deliver, or in the regular course of business 
or trade to buy or receive, any material or service, or otherwise to do or omit to 
do any act, in violation of this title or of any regulation, order, or requirement 
issued thereunder, or to offer, solicit, attempt or agree to do any of the foregoing 
The President shall also prescribe the extent to which any payment made, either 
in money or property, by any person in violation of any such regulation, order 
or requirement shall be disregarded by the executive departments and other gov 
ernmental agencies in determining the costs or expenses of any such person f 
the purposes of any other law or regulation, including bases in determining 
for tax purposes.“ 

(b) No employer shall pay, and no employee shall receive, any wage, sal 
or other compensation in contravention of any regulation or order promu 
by the President under this title. The President shall also prescribe the ext 
to which any wage, salary, or compensation payment made in contravention 
any such regulation or order shall be disregarded by the executive departme! 
and other governmental agencies in determining the costs or expenses of 
employer for the purposes of any other law or regulation. 


SEC. 406, COMPULSORY SALES OR SERVICES 


Nothing in this title shall be construed to require any person to sell any mate 
rial or service, or to perform personal services. 


SEC, 407. PROTESTS 


n 


(a) At any time within six months after the effective date of any regulati 
or order [relating to price controls under this title] relating to price — 
under this title or rent controls under the Housing and Rent Act of =* 
amended or, in the case of new grounds arising after the effective date of 
such regulation or order [relating to price controls], within six mgs hs after 
such new grounds arise, any person subject to any provision of sucl lation 


#8 Subsections (b), (c), and (d) added by sec. 112, 1952 Amendments. 
4 Subsections (b), (c), and (d) added by sec. 112, 1952 Amendments. 
“ Added by sec. 104 (i), 1951 Amendments. 
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ler may, in accordance with regulations to be prescribed by the President, 
rotest specifically setting forth objections to any such provision and 

; or other written evidence in support of such objections. Statements 
port of any such regulation or order may be received and incorporated 
transcript of the proceedings at such times and in accordance with such 
ous as may be prescribed by the President. Within a reasonable time 

e filing of any protest under this section, but in no event more than thirty 
er such filing, the President shall either grant or deny such protest in 

in part, notice such protest for hearing, or provide an opportunity to 

nt further evidence in connection therewith. In the event that the Presi- 

t denies any such protect in whole or in part, he shall inform the protestant 
grounds upon which such decision is based, and of any economic data 

i other facts of which the President has taken official notice.” 

») In the administration of this title and the Housing and Rent Act of 1947, 
as amended, the President may take official notice of economic data and other 
facts, including facts found by him as a result of action taken under section 705 
of this Act[.], or section 206 of the Housing and Rent Act of 1947, as amended, 
as the case may be.” 

c) Any proceedings under this section may be limited by the President to 
ing of affidavits, or other written evidence, and the filing of briefs: Pro- 
however, That upon the request of the protestant, any protest filed in 

accordance with subsection (a) of this section shall, before denial in whole or 
n part, be considered by a board of review consisting of one or more officers or 
oyees of the United States designated by the President in accordance with 
tions to be promulgated by him. Such regulations shall provide that the 
of review may conduct hearings and hold sessions in the District of 
mbia or any other place, as a board, or by subcommittees thereof, and shall 
de that, upon the request of the protestants and upon a showing that 
terial facts would be adduced thereby, subpenas shall issue to procure the 
nce of persons, or the production of documents, or both. The President 
cause to be presented to the board such evidence, including economic data, 

e form of affidavits or otherwise, as he deems appropriate in support of 

rovision against which the protest is filed. The protestant shall be accorded 
opportunity to present rebuttal evidence in writing and oral argument before 
board and the board shall make written recommendations to the President 
rhe protestant shall be informed of the recommendations of the board and, in 
the event that the President rejects such recommendations in whole or in part, 
shall be informed of the reasons for such rejection. 

d) Any protest filed under this section shall be granted or denied by the 
President, or granted in part and the remainder of it denied within a reasonable 
time after it is filed. Any protestant who is aggrieved by undue delay on the 

of the President in disposing of his protest may petition the Emergency 
Court of Appeals for relief; and such court shall have jurisdiction by appro- 
ite order to require the President to dispose of such protest within such time 
as may be fixed by the court. If the President does not act finally within the time 
fixed by a court, the protest shall be deemed to be denied at the expiration of 
period. 


SEC. 408. COURT RELIEF 


[(a) Any person who is aggrieved by the denial or partial denial of his protest 
Within thirty days after such denial, file a complaint with the Emergency 
of Appeals specifying his objections and praying that the regulation or 

‘ protested be enjoined or set aside in whole or in part. A copy of such 
waint shall forthwith be served on the President, who shall certify and file 

i such court a transcript of such portions of the proceedings in connection 


vith the protest as are material under the complaint. Such transcript shall 
ide a statement setting forth, so far as practicable, the economic data and 
ther facts of which the President has taken official notice. Upon the filing of 

‘complaint the court shall have exclusive jurisdiction to set aside such regu- 
1 or order, in whole or in part, to dismiss the complaint, or to remand the 
ceed ng: Provided, That the regulation or order may be modified or res« inded 

th President at any time notwithstanding the pendency of such complaint. 
” Objection to such regulation or order, and no evidence in support of any 
jection thereto, shall be considered by the court, unless such objection shall 


mel tions and addition made by sec. 113 (a) (1), 1952 Amendments. 
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have been set forth by the complainant in the protest or such evidence gs) 
contained in the transcript. If application is made to the court by either p; 
for leave to introduce additional evidence which was either offered to the P; 
dent and not admitted, or which could not reasonably have been offer: he 
President or included by the President in such proceedings, and the court deter 
mines that such evidence should be admitted, the court shall order the evidenre 
to be presented to the President. The President shall promptly receive t 

and such other evidence as he deems necessary or proper, and thereupor 
certify and file with the court a transcript thereof and any modification 

the regulation or order as a result thereof; except that on requ 
President, any such evidence shall be presented directly to the court 

(b) No such regulation or order shall be enjoined or set aside, in wh 
part, unless the complainant establishes to the satisfaction of the court 
regulation or order is not in accordance with law, or is arbitrary or capri: 
The effectiveness of a judgment of the court enjoining or setting aside, 
or in part, any such regulation or order shall be postponed until the expir 
thirty days from the entry thereof, except that if a petition for a w1 
tiorari is filed with the Supreme Court under subsection (d) within such t 
days, the effectiveness of such judgment shall be postponed until an order 
Supreme Court denying such petition becomes final, or until other fi 
sition of the case by the Supreme Court. 

(c) The Emergency Court of Appeals is hereby continued for the purpose of ¢] 
exercise of the jurisdiction granted by this title, with the powers herein 
fied, together with the powers heretofore granted by law to such court which 
not inconsistent with the provisions of this title. The court shall have t 
powers of a district court with respect to the jurisdiction conferred on it by t 
title; except that the court shall not have power to issue any temporary res 
ing order or interlocutory decree staying or restraining, in whole or in part, 
effectiveness of any regulation or order relating to price controls issued un 
this title. The court shall exercise its powers and prescribe rules governin 
procedure in such manner as to expedite the determination of cases of 
has jurisdiction under this title. 

(d) Within thirty days after entry of a judgment or order, interlocutory or 
final, by the Emergency Court of Appeals, a petition for a writ of certiorari may 
be filed in the Supreme Court of the United States, and thereupon the judg 
or order shall be subject to review by the Supreme Court in the same manner 
a judgment of a United States court of appeals as provided in section 125 
title 28, United States Code. The Supreme Court shall advance on the d 
and expedite the disposition of all causes filed therein pursuant to this subsec- 
tion. The Emergency Court of Appeals, and the Supreme Court upon review of 
judgments and orders of the Emergency Court of Appeals, shall have exclus 
jurisdiction to determine the validity of any regulation or order relating to pr 
controls issued under this title, and of any provision of any such regulat 
order. Except as provided in this section, no court, Federal, State, or 1 
torial, shall have jurisdiction or power to consider the validity of any suc! 
ulation or order relating to price controls, or to stay, restrain, enjoin, or 
aside, in whole or in part, any provision of this title authorizing the issuance 
such regulations or orders, or any provision of any such regulation or orde 
to restrain or enjoin the enforcement of any such provision. 

(e) (1) Within thirty days after arraignment, or such additional ti 
the court may allow for good cause shown, in any criminal proceedi 
within five days after judgment in any civil or criminal proceeding, bi 
pursuant to section 409 or 706 of this Act or section 371 of title 18, United 
States Code, involving alleged violation of any provision of any regulation 
or order relating to price controls issued under this title, the defendant 
apply to the court in which the proceeding is pending for leave to file in { 
Emergency Court of Appeals a complaint against the President setting ! 
objections to the validity of any provision which the defendant is 
have violated or conspired to violate. The court in which the proceedin 
pending shall grant such leave with respect to any objection which it 
is made in good faith and with respect to which it finds there is reasonab 
substantial excuse for the defendant’s failure to present such objection 
protest filed in accordance with section 407 of this title. Upon the filing 
complaint pursuant to and within thirty days from the granting of such leave, 
the Emergency Court of Appeals shall have jurisdiction to enjoin or set 
in whole or in part the provision of the regulation or order complained 


to dismiss the complaint. The court may authorize the introduction of evidence, 





REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 317 


either to the President or directly to the court, in accordance with subsection 

a) of this section. The provisions of subsection (b), (c), and (d) of this 
<ection shall be applicable with respect to any proceeding instituted in accordance 

th this subsection. 

(2) In any proceeding brought pursuant to section 409 or 706 of this Act 
or section 371 of title 18, United States Code, involving an alleged violation 
f any provision of any such regulation or order, the court shall stay the 

eeding— 

(i) during the period within which a complaint may be filed in the Emergency 
Court of Appeals pursuant to leave granted under paragraph (1) of this sub- 
section with respect to such provision ; 

ii) during the pendency of any protest properly filed by the defendant 
under section 407 of this title prior to the institution of the proceeding under 
section 409 or 706 of this Act or section 371 of title 18, United States Code, 
setting forth objections to the validity of such provision which the court finds to 
have been made in good faith; and 

ii) during the pendency of any judicial proceeding instituted by the de- 
fendant under this section with respect to such protest or instituted by the 
efendant under paragraph (1) of this subsection with respect to such pro- 
vision, and until the expiration of the time allowed in this section for the taking 
if further proceedings with respect thereto. 


Notwithstanding the provisions of this paragraph, stays shall be granted there- 
nder in civil proceedings only after judgment and upon application made 
within five days after judgment. Notwithstanding the provisions of this para- 
rraph, in the case of a proceeding under section 409 (a) or 706 (a) of this 
Act the court granting a stay under this paragraph shall issue a temporary 
injunction or restraining order enjoining or restraining, during the period of 
the stay, violations by the defendant of any provision of the regulation or order 
involved in the proceeding. If any provision of a regulation or order is de- 
termined to be invalid by judgment of the Emergency Court of Appeals which 
has become effective in accordance with section 408 (b) of this title, any 
proceeding pending in any court shall be dismissed, and any judgment in such 
proceeding vacated, to the extent that such proceeding or judgment is based 
upon violation of such provision. Except as provided in this subsection, the 
pendency of any protest under section 407 of this title, or judicial proceeding 
under this section, shall not be grounds for staying any proceeding brought 
pursuant to section 409 or 706 of this Act or section 371 of title 18, United States 
Code; nor, except as provided in this subsection, shall any retroactive effect 
be given to any judgment setting aside a provision of a regulation or order 
issued under this title.J 

(a) Any person who is aggrieved by the denial or partial denial of his protest 
may, within thirty days after such denial, file a complaint with the Emergency 
Court of Appeals specifying his objections and praying that the regulation or 
order protested be enjoined or set aside in whole or in part. A copy of such 
complaint shall forthwith be served on the President, who shall certify and file 
with such court a transcript of such portions of the proceedings in connection 
with the protest as are material under the complaint. Such transcript shall 
include a statement setting forth, so far as practicable, the economic data and 
other facts of which the President has taken official notice. Upon such filing, 
the court shall have exclusive jurisdiction of the proceeding and of all questions 
determined therein, and shall have power to grant such temporary relief or re- 
straining order as it deems just and proper; to permanently enjoin or set aside, 
in whole or in part, the regulation or order or the amendment of or supplement 
to the regulation or order protested; to make and enter upon the pleadings, evi- 
dence, testimony, and proceedings set forth in such transcript a decree enforcing, 
modifying, and enforcing as so modified, or setting aside in whole or in part the 
order of the President; to dismiss the petition; or to remand the proceeding to 
the Preident for further action in accordance with the court’s decree: Provided, 
That the regulation or order may be modified or rescinded by the President at 
any time notwithstanding the pendency of such complaint. No objection to such 
regulation or order, and no evidence in support of any objection thereto, shall be 
considered by the court, unless such objection shall have been set forth by the 
complainant in the protest or such evidence shall be contained in the transcript. 
The findings of the President with respect to questions of fact, if supported by 
substantial evidence on the record considered as a whole, shall be conclusive. 
If application is made to the court by either party for leave to introduce addi- 
tional evidence which was either offered to the President and not admitted, or 
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which could not reasonably have been offered to the President or included by 
the President in such proceedings, and the court determines that such evidence 
should be admitted, the court shall order the evidence to be presented to the 
President. The President shall promptly receive the same, and such other evi- 
dence as he deems necessary or proper, and thereupon he shall certify and filk 
with the court a transcript thereof and any modification made in the regulation 
or order as a result thereof; except that on request by the President, any such 
evidence shall be presented directly to the court. 

(b) The Emergency Court of Appeals is hereby continued for the purpose of 
the exercise of the jurisdiction granted by this title, with the powers herein 
specified, together with the powers heretofore granted by law to such court 
which are not inconsistent with the provisions of this title. The court shall 
have the powers of a district court with respect to the jurisdiction conferred on 
it by this title. So far as necessary to decision the court shall decide all relevant 
questions of law, interpret constitutional and statutory provisions, interpret the 
meaning or applicability of the terms of any official action under this title or 
under this Act, as amended, of which this title is a part and with respect to this 
title, or under the Housing and Rent Act of 1947, as amended. The court shail 
exercise its powers and prescribe rules governing its procedure in such manner 
as ng expedite the determiantion of cases of which it has jurisdiction under this 
title. 

(c) Within thirty days after entry of a judgment or order, interlocutory or 
final, by the Emergency Court of Appeals, a petition for a writ of certiorari may 
be filed in the Supreme Court of the United States, and thereupon the judgment 
or order shall be subject to review by the Supreme Court in the same manner 
as a judgment of a United States court of appeals as provided in section 1251 
of title 28, United States Code. The Supreme Court shall advance on the docket 
and expedite the disposition of all causes filed therein pursuant to this sub- 
section. The Emergency Court of Appeals, and the Supreme Court upon review 
of judgments and orders of the Emergency Court of Appeals, shall have exclu- 
sive jurisdiction to determine the validity of any such regulation or order issued 
under this title, or under the Housing and Rent Act of 1947, as amended. 
Except as provided in this section, no court, Federal, State, or Territorial, shall 
have jurisdiction or power to consider the validity of any such regulation or 
order, or to stay, restrain, enjoin, or set aside, in whole or in part, any provision 
of this title, or the Housing and Rent Act of 1947, as amended, authorizing the 
issuance of such regulations or orders, or any provision of any such regulation 
or order, or to restrain or enjoin the enforcement of any such provision. 

(d) (1) Within thirty days after arraignment, or such additional time as the 
court may allow for good cause shown, in any criminal proceeding, and within 
five days after judgment in any civil or criminal proceeding, brought pursuant 
to section 409 or 706 of this Act, section 205 or 206 of the Housing and Rent Act 
of 1947, as amended, or section 371 of title 18, United States Code, involving 
alleged violation of any provision of any such regulation or order, the defendant 
may apply to the court in which the proceeding is pending for leave to file in the 
Emergency Court of Appeals a complaint against the President seiting forth 
objections to the validity of any provision which the defendant is alleged to have 
violated or conspired to violate. The court in which the proceeding is pending 
shall grant such leave with respect to any objection which it finds is made in 
good faith and with respect to which it finds there is reasonable and substantial 
excuse for the defendant’s failure to present such objection in a protest filed 
in accordance with section 407 of this title. Upon the filing of a complaint pur- 
suant to and within thirty days from the granting of such leave, the Emergency 
Court of Appeals shall have jurisdiction to enjoin or set aside in whole or in part 
the provision of the regulation or order complained of or to dismiss the com- 
plaint. The court may authorize the introduction of evidence, either to the 
President or directly to the court, in accordance with subsection (a) of this 
section. The provisions of subsections (b) and (c) of this section shall be 
applicable with respect to any proceeding instituted in accordance with this 
subsection. 

(2) In any proceeding brought pursuant to section 409 or 706 of this Act, sec- 
tion 205 or 206 of the Housing and Rent Act of 1947, as amended, or se*tion 371 
of title 18, United States Code, involving an alleged violation of any provision of 
any such regulation or order, the court shall stay the proceeding— 

(i) during the period within which a complaint may be filed in the Emer- 
gency Court of Appeals pursuant to leave granted under paragraph (1) of 
this subsection with respect to such provision; 
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(ii) during the pendency of any protest properly filed by the defendant 
under section 407 of this title prior to the institution of the proceeding under 
section 409 or 706 of this Act, section 205 or 206 of the Housing and Rent Act 
of 1947, as amended, or section 371 of title 18, United States Code, setting forth 
objections to the validity of such provision which the court finds to have 
been made in good faith; and 

(iii) during the pendency of any judicial proceeding instituted by the 
defendant under this section with respect to such protest or instituted by 
the defendant under paragraph (1) of this subsection with respect to such 
provision, and until the expiration of the time allowed in this section for the 
taking of further proceedings with respect thereto. 

Votwithstanding the provisions of this paragraph, stays shall be granted there- 
under in civil proceedings only after judgment and upon application made 
within five days after judgment. Notwithstanding the provisions of this para- 
graph, in the case of a proceeding under section 409 (a) or 706 (a) of the Act or 
section 206 (b) of the Housing and Rent Act of 1947, as amended, the court grant- 
ing a stay under this paragraph shall issue a temporary injunction or restraining 
order enjoining or restraining, during the period of the stay, violations by the 
defendant of any provision of the regulation or order involved in the proceeding. 
If any provision of a regulation or order is determined to be invalid by judgment 
of the Emergency Court of Appeals which has become effective in accordance with 
section 408 (b) of this title, any proceeding pending in any court shall be dis- 
missed, and any judgment in such proceeding vacated, to the extent that such 
proceeding or judgment is based upon violation of such provision. Except as 
provided in this subsection, the pendency of any protest under section 407 of this 
title, or judicial proceeding under this section, shall not be grounds for staying 
any proceeding brought pursuant to section 409 or 706 of this Act, section 205 or 
206 of the Housing and Rent Act of 1947, as amended, or section 371 of title 18, 
United States Code; nor, except as provided in this subsection, shall any retro- 
active effect be given to any judgment setting aside a provision of a regulation 
or order issued under this title.” 


SEC. 409. INJUNCTION, IMPRISONMENT AND ACTION FOR DAMAGES 


[(a) Whenever in the judgment of the President any person has engaged or 
is about to engage in any acts or practices which constitute or will constitute 
a Violation of any provision of section 405 of this title, he may make application 
to the appropriate court for an order enjoining such acts or practices, or for an 
order enforcing compliance with such provision, and upon a showing by the 
President that such person has engaged or is about to engage in any such acts 
or practices a permanent or temporary injunction, restraining order, or other 
order shall be granted without bond.] 

(a) Whenever in the judgment of the President any person has engaged or is 
about to engage in any acts or practices which constitute or will constitute a 
violation of any provision of section 405 of this title, he may make application to 
any district court of the United States or any United States court of any Terri- 
tory or other place subject to the jurisdiction of the United States for an order 
enjoining such acts or practices, or for an order enforcing compliance with such 
provision, and upon a showing by the President that such person has engaged or 
is about to engage in any such acts or practices a permanent or temporary in- 
junction, restraining order, or other order, with or without such injunction or 
restraining order, shall be granted without bond.* 

(b) Any person who willfully violates any provision of section 405 of this title 
shall be guilty of a misdemeanor and shall, upon conviction thereof, be subject 
to a fine of not more than $10,000, or to imprisonment for not more than one 
year, or both. Whenever the President has reason to believe that any person 
is liable to punishment under this subsection, he may certify the facts to the 
Attorney General, who may, in his discretion, cause appropriate proceedings to 
be brought. 

(c) If any person selling any material or service violates a regulation or order 
prescribing a ceiling or ceilings, the person who buys such material or service 
tor use or consumption other than in the course of trade or business may, within 
ohe year from the date of the occurrence of the violation, except as hereinafter 
provided, bring an action against the seller on account of the overcharge. In 
any action under this subsection, the seller shall be liable for reasonable attor- 
eens 


* sec 408 entirely revised by 113 (b), 1952 Amendments. 
Revised by sec. 104 (j), 1951 Amendments. 
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ney’s fees and costs as determined by the court, plus whichever of the follo 
sums is greater: (1) such amount not more than three times the amount of th, 
overcharge, or the overcharges, upon which the action is based as the court 
its discretion may determine, [but in no event shall such amount exceed { 
amount of the overcharge, or the overcharges, plus $10,000,J] ® or (2) an am 
not less than $25 nor more than $50 as the court in its discretion may detern 
Provided, however, That such amount shall be the amount of the overchare: 
evercharges if the defendant proves that the violation of the regulation or o 
in question was neither willful nor the result of failure to take practicable 
cautions against the occurrence of the violation. For the purposes of this sectio 
the word “overcharge” shall mean the amount by which the consideration ex 
ceeds the applicable ceiling. If any person selling any material or servic 
violates a regulation or order prescribing a ceiling or ceilings and the buyer 
either fails to institute an action under this subsection within thirty days fro 
the date of the occurrence of the violation or is not entitled for any reason to 
bring the action, the President may institute such action on behalf of the United 
States within such one-year period, or compromise with the seller the lial 
which might be assessed against the seller in such an action. If such actior 
instituted, or such liability is compromised by the President, the buyer sha 
thereafter be barred from bringing an action for the same violation or violatior 
Any action under this subsection by either the buyer or the President, as 
case may be, may be brought in any court of competent jurisdiction. A 
ment in an action for damages, or a compromise, under this subsection sh 

a bar to the recovery under this subsection of any damages in any other ; 
against the same seller on account of sales made to the same purchaser pr 

the institution of the action in which such judgment was rendered, or prior t 
such compromise. The President may not institute any action under this sul 
section on behalf of the United States 

(1) if the violation arose because the person selling the material or sery 
acted upon and in accordance with the written advice and instructions of 
President or any official authorized to act for him; 

(2) if the violation arose out of the sale of any material or service t 
agency of the Government, and such sale was made pursuant to the lowes 
made in response to an invitation for competitive bids. 

(d) The President shall also prescribe the extent to which any pay 
made by way of fine pursuant to subsection (b) of this section 409, or any 
ment made to the United States or to any buyer in compromise or satisfact 
of any liability or of any right of action, suit, or judgment, authorized pursua 
to subsection (c) of this section 409 for selling any material or service, in viol 
tion of a regulation or order providing a ceiling or ceilings, shall be disregard: 
by the erecutive departments and other governmental agencies in determinati) 
the costs or erpenses of any such person for the purposes of any other lau 
regulation.” 

(e) The term “court of competent jurisdiction” as used in this section sha 
mean any Federal court of competent jurisdiction regardless of the amount in 
controversy and any State or Territorial court of competent jurisdiction 


in 


SEC. 410. GOVERNMENT PURCHASE OF CHICKENS AND TURKEYS 


Each contract providing for the purchase of processed chickens or turkeys b) 
any department or agency of the United States from any contractor, entered into 
at any time when ceiling prices are in effect under this Act for whichever of 
such fowl is covered by such contract, shall cortain the following provision 
(with such change as may be necessary to describe the fowl covered by the 
contract) : 

“The contractor represents that the contract price is based upon an estimated 
price paid to the producers for live chickens or live turkeys to be processed 
hereunder. In the event and to the extent that the actual price paid to the pro 
ducers of live chickens or live turkeys purchased for the performance of this 
contract is less than such estimated price, the contract price shall be reduced by 
the same number of cents or fraction thereof, per pound.” 


*# Deleted by sec. 104 (k), 1951 Amendments. 
& Added by sec. 104 (1), 1951 Amendments. 
®™ Added by sec. 104 (1), 1951 Amendments. 
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SEC. 411. SUSPENSION OF REPORTING ® 


In the administration of this title, no person shall be required to furnish any 
reports or other information with respect to sales of materials or services at 
prices which are below ceiling, if such person certifies to the President that such 
sales were made at such prices. 


SEC. 412. SUSPENSION OF CONTROLS ® 


It is hereby declared to be the policy of the Congress that the President shall 
use the price, wage, and other powers conferred by this Act, as amended, to 
promote the earliest practicable balance between production and the demand 
therefor of materials and services, and that the general control of wages and 
prices shall be terminated as rapidly as possible consistent with the policies and 
purposes set forth in this Act; and that pending such termination, in order to 
qvoid burdensome and unnecessary reporting and record keeping which retard 
rather than assist in the achievement of the purposes of this Act, price or wage 
regulations and orders, or both, shall be suspended in the case of any material 
or service or type of employment where such factors as condition of supply, 
existence of below ceiling prices, historical volatility of prices, wage pressures 
and wage relationships, or relative importance in relation to business costs or 
living costs will permit, and to the extent that such action will be consistent 
with the avoidance of a cumulative and dangerous unstabilizing effect. It is 
further the policy of the Congress that when the President finds that the termi- 
nation of the suspension and the restoration of ceilings on the sales or charges 
for such material or service, or the further stabilization of such wages, salaries, 
and other compensation, or both, is necessary in order to effectuate the purposes 
of this Act, he shall by regulation or order terminate the suspension. 


TITLE V.—SETTLEMENT OF LABOR DISPUTES 
SEC. 501. SETTLEMENT OF LABOR DISPUTES 


s the intent of Congress, in order to provide for effective price and wage 
zation pursuant to title IV of this Act and to maintain uninterrupted pro- 
n, that there be effective procedures for the settlement of labor disputes 
ng national defense. 


SEC. 502. POLICY 


The national policy shall be to place primary reliance upon the parties to any 
labor dispute to make every effort through negotiation and collective bargaining 
and the full use of mediation and conciliation facilities to effect a settlement in 
the national interest. To this end, the President is authorized (1) to initiate 
voluntary conferences between management, labor, and such persons as the Presi- 
dent may designate to represent government and the public, and (2) subject to 
the provisions of section 503, to take such action as may be agreed upon in any 
such conference and appropriate to carry out the provisisions of this title. The 
President may designate such persons or agencies as he may deem appropriate 
to carry out the provisions of this title[.]J: Provided, however, That in any dis- 
pute between employees and carriers subject to the Railway Labor Act, as 
amended, the procedures of such Act shall be followed for the purpose of bringing 
about a settlement of such dispute. Any agency provided for by such Act, includ- 
ing any panel or panel board established by the President for the adjustment of 
disputes arising under the Railway Labor Act, as a prerequisite to effecting or 
recommending a settlement of such dispute, shall make a specific finding and 
certification that the changes proposed by such settlement or recommended settle- 
ment, are consistent with such standards as may then be in effect, established by 
or pursuant to law, for the purpose of controlling inflationary tendencies: Pro- 
vided further, That in any nondisputed wage or salary adjustments proposed as a 
result of voluntary agreement through collective bargaining, mediation, or other- 
wise, the same finding and certification of consistency with existing stabilization 
policy shall be made by the separate panel, chairman thereof, or boards as estab- 
lished and authorized by the President. Where such finding and certification are 
made by such agency, panel, chairman thereof, or boards, they shall after approval 

® See 


af 411 added by sec. 114, 1952 Amendments. 
sec, 


#12 added by sec. 114, 1952 Amendments. 
27546—53 22 
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_ 


by the Economic Stabilization Administrator be conclusive and it shall t 

lawful for the employees and carriers, by agreement, to put into effect the c) 
proposed by the se ttlement, recommended settlement, or voluntary proposal 
respect to which such findings and certification were made (Ss 


SEC, 5038. PREVAILING PRACTICES AND LAWS 


In any such conference, due regard shall be given to terms and condit 
employment established by prevailing collective bargaining practice whi 
be fair to labor and management alike, and will be consistent with stabil 
policies established under this Act. [[No action inconsistent with the prov 
of the Fair Labor Standards Act of 1938, as amended, other Federal labor 
ards statutes, the Labor Management Relations Act, 1947, or with other ap 
laws shall be taken under this title] No action inconsistent with the pro 
of the Fair Labor Standards Act of 1938, as amended, other Federal labor stand 
ards statutes, the Labor Management Relations Act, 1947, the Railway Labor Act 
as amended, or with other applicable laws shall be taken under this title, 

It is the sense of the Congess that, by reason of the work stoppage now exist. 
ing in the steel industry, the national safety is imperiled, and the Congress 
therefore requests the President to invoke immeditaely the national emerge ney 
provisions (sections 206 to 210, inclusive) of the Labor-Management Relations 
Act, 1947, for the purpose of terminating such work stoppage.” 


TITLE VI—CONTROL OF [CONSUMER AND]” REAL ESTATE 
CREDIT 


THIS TITLE AUTHORIZES THE REGULATION OF [CONSUMER CREI 
AND] * REAL ESTATE CONSTRUCTION CREDIT ONLY 


[sec. 601. STANDARDS] 


[To assist in carrying out the objectives of this Act, the Board of Governors 
of the Federal Reserve System is authorized, notwithstanding the provisi« 
Public Law 386, Eightieth Congress (61 Stat. 921), to exercise consumer credit 
controls in accordance with and to carry out the provisions of Executive Order 
Numbered 8843 (August 9, 1941) until such time as the President determines th: 
the exercise of such controls is no longer necessary, but in no event beyond 
date on which this section terminates, 

In the exercise of its authority under this section, the Board shall not 
require a down payment of more than one-third or fit a marimum maturity of 
less than eighteen months in connection with instalment credit extended for th 
purchase of a new or used automobile, or (2) require a down payment of n 
than 15 per centum or fir a maximum maturity of less than eighteen months in 
connection with instalment credit extended for the purchase of any household 
appliance (including phonographs and radios and television sets), or (3) re- 
quire a down payment of more than 15 per centum or fix a maximum maturily 
of less than eighteen months in connection with instalment credit extended 
the purchase of household furniture and floor coverings (the down payment 
quired by the Board in the exercise of its authority under paragraphs ’ 
and (3) may be made in cash, or by trade-in or exchange of property, or by a 
combination of cash and trade-in or exchange of property), or (4) require a 
down payment of more than 10 per centum or fir a marimum maturity of less 
than thirty-siv months in connection with instalment credit extended for residen- 
tial repairs, alterations, or improvements or require any.down payment on roof- 
ing or siding repairs, alterations or improvements in advance of completion 


thereof.J” 


5% Proviso added by sec. 105 (b), 1951 Amendments. 

* Sentence revised by sec. 105 (c), 1952 Amendments, 

** Sentence added by sec. 115, 1952 Amendments, 

’ Deleted by sec. 116 (a), 1952 Amendments. 

* Deleted by sec. 116 (a), 1952 Amendments. 

* Second paragraph added by sec. 106 (a), 1951 Amendments. Entire section rey 
by sec. 116 (a), 1952 Amendments. 
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SEC, 602. REAL ESTATE CONSTRUCTION CREDIT 


ro assist in carrying out the purposes of this Act, the President is author- 
yom time to time to prescribe regulations with respect to such kind or 
ds of real estate construction credit which thereafter may be extended as, in 
dgment, it is necessary to regulate in order to prevent or reduce excessive 
intimely use of or fluctuations in such credit. Such regulations may, among 
other things, prescribe maximum loan or credit values, minimum down pay- 
nts in eash or property, trade-in or exchange values, maximum maturities, 
mum amounts of credit, rules regarding the amount, form, and time of 
us payments, rules against any credit in specified circumstances, rules 
ding consolidations, renewals, revisions, transfers, or assignments of 
t, and rules regarding other similar or related matters. Such regulations 
iy classify persons and transactions and may apply different requirements 
hereto, and may include such administrative provisions as in the judgment of 
he President are reasonably necessary in order to effectuate the purposes of 
this section or to prevent evasions thereof. 

In prescribing and suspending such regulations, including changes from time 

time to take account of changing conditions, the President shall consider, 
imong other factors, (1) the level and trend of real estate construction credit 
ind the various kinds thereof, (2) the effect of the use of such credit upon 

) purchasing power and (ii) demand for real property and improvements 
iereon and for other goods and services, (8) the need in the national economy 
for the maintenance of sound credit conditions, and (4) the needs for increased 
efense production. 

b) No person shall extend or maintain any real estate construction credit, 
r renew, revise, consolidate, refinance, purchase, sell, discount, or lend or bor- 
row on, any obligation arising out of any such credit, or arrange for any of the 

oing, in contravention of any regulation prescribed by the President pur- 

to this section. Any person who extends or maintains any such credit, 
renews, revises, consolidates, refinances, purchases, sells, discounts, or lends 

r borrows on, any obligation arising out of any such credit, or arranges for any 
of the foregoing, shall make, keep, and preserve for such periods, such accounts, 
orrespondence, memoranda, papers, books, and other records, and make such 
reports, under oath or otherwise, as the President may by regulation require 
as necessary or appropriate in order to effectuate the purposes of this section; 
ind such accounts, correspondence, memoranda, papers, books, and other records 
shall be subject at any time to such reasonable periodic, special, or other ex- 
minations by examiners or other represenatives of the President as the 
‘resident may deem necessary or appropriate. The requirements of this sec- 

n apply whether a person is acting as principal, agent, broker, vendor, or 
therwise. 

(c) To assist in carrying out the purposes of this section, the President by 
regulation may require transactions or persons or classes thereof subject to this 
section to be registered ; and, after notice and opportunity for hearing, the Presi- 
dent by order may suspend any such registration for violation of this section or 
iny regulation prescribed by the President pursuant to this section. The pro- 

sions of section 25 of the Securities Exchange Act of 1934, as amended, shall 

ipply in the case of any such order of the President in the same manner that 
such provisions apply in the case of orders of the Securities and Exchange Com- 
mission under that Act. In carrying out this section the President may act 
through and may utilize the services of the Board of Governors of the Federal 
Reserve System, the Federal Reserve banks, and any other agencies, Federal or 
State, which are available and appropriate. 
_(d) For the purposes of this section, unless the context otherwise requires, the 
following terms shall have the following meanings, but the President may in his 
regulations further define such terms and, in addition, may define technical, 
trade, accounting, and other terms, insofar as any such definitions are not in- 
consistent with the provisions of this section: 

(1) “Real estate construction credit” means any credit which (i) is wholly or 
partly secured by, (ii) is for the purpose of purchasing or carrying, (iii) is for 
he purpose of financing, or (iv) involves a right to acquire or use, new construe- 
tion on real property or real property on which there is new construction. As used 
n this paragraph the term “new construction” means any structure, or any 

\jor addition or major improvement to a structure, which has not been begun 
efore 12 o'clock meridian, August 3, 1950. As used in this paragraph the term 
‘Teal property” includes leasehold and other interests therein. Notwithstanding 
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the foregoing provisions of this paragraph, the term “real estate constru 
credit” shall not include any loan or loans made, insured, or guaranteed by 
department, independent establishment or agency in the executive branch of 
United States, or by any wholly owned Government corporation, or by any 
ownership Government corporation as defined in the Government Corporat 
Control Act, as amended. 

(2) “Credit” means any loan, mortgage, deed of trust, advance, or disc 
any conditional sale contract; any contract to sell or sale or contract of 
of property or services, either for present or future delivery, under whic! 
or all of the price is payable subsequent to the making of such sale or co 
any rental-purchase contract, or any contract for the bailment, leasing, « 
use of property under which the bailee, lessee, or user has the option of be 
the owner thereof, obligates himself to pay as compensation a sum substa 
equivalent to or in excess of the value thereof, or has the right to hav 
part of the payments required by such contract applied to the purchas: 
of such property or similar property ; any option, demand, lien, pledge, or si 
claim against, or for the delivery of property or money; any purchase, dis 
or other acquisition of, or any credit under the security of, any oblig 
claim arising out of any of the foregoing ; and any transaction or series 0 
actions having a similar purpose or effect. 


SEC. 608. WILLFUL VIOLATION 


[Any person who willfully violates any provision of section 601 or 602 
regulation or order issued thereunder, upon conviction thereof, shall b 
not more than $5,000 or imprisoned not more than one year, or both.J 

Any person who willfully violates any provision of section 601, 60 
any regulation or order issued thereunder, upon conviction thereof, shall 
not more than $5,000 or imprisoned not more than one year, or both. 


SEC. 604. SECURITIES EXCHANGE ACT OF 1934 


All the present provisions of sections 21 and 27 of the Securities Excha 
of 1934, as amended (relating to investigations, injunctions, jurisdicti: 
other matters), shall be as fully applicable with respect to the exercis« 
Loard of Governors of the Federal Reserve System of credit contro 
section 601 as they are now applicable with respect to the exercis« 
Securities and Exchange Commission of its functions under that Act 
Foard shall have the si:me powers in the exercise of such credit contro 


» 


Commission now has under the said sections 21 and 27. 


SEC, 605. MODIFICATION OF REAL ESTATE CREDIT CONDITIONS; VETERANS’ PRE! 


To assist in carrying out the objectives of this Act the President may 
time or times, notwithstanding any other provision of law, reduce, for such pe! 
as he shall specify, the maximum authorized principal amounts, ratios of 
value or cost, or maximum maturities of any type or types of loans on real est 
which thereafter may be made, insured, or guaranteed by any department 
pendent establishment, or agency in the executive branch of the Unit: 
Government, or by any wholly owned Government corporation or by any 
ownership Government corporation as defined in the Goyernment Cor 
Control Act, as amended, or reduce or suspend any such authorized loan p 
upon a determination, after taking into consideration the effect thereof 
conditions in the building industry and upon the national economy and thi 
for increased defense production, that such action is necessary in the pub 
interest: Provided, That in the exercise of these powers, the President s 
preserve the relative credit preferences accorded to veterans under existing | 
Subject to the provision of this section with respect to preserving the rel 
credit preferences accorded to veterans under ewisting law, the Presid 
require lenders or borrowers and their successors and assigns to comply w 
reasonable conditions and requirements, in addition to those provided by oth 
laws, in connection with any loan of a type which has been the subject of action 
by the President under this section. Such conditions and requirements may va! 
for classifications of persons or transactions as the President may prescribe, and 
failure to comply therewith shall constitute a violation of this section.” 


© Revised by sec. 106 (b), 1951 Amendments. 
™ Added by sec. 106 (c), 1951 Amendments, 
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SEC. 606. DOWN PAYMENT REQUIREMENTS ON VETERANS’ HOMES ™ 


Not more than 10 per centum down payment shall be required pursuant to 
section 602 or section 605 of this Act in connection with the loan on any home 
not made or guaranteed by the Veterans’ Administration and the transaction 
price of which home does not exceed $7,000; nor more than 15 per centum in con- 
nection with any such loan on any home the transaction price of which exceeds 
$7,000 but does not exceed $10,000; nor more than 20 per centum in connection 
with any such loan on any home the transaction price of which exceeds $10,000 
but does not exceed $12,000. The term of any loan referred to in the preceding 
eentence or in the last proviso of section 605 shall not be required to be less than 

ty-five years. 


SEO. 607. RELAXATION OF CREDIT CONTROLS ™ 


Notwithstanding the provisions of sections 602 and 605 of this title, the author- 
ity of the President which is derived from said sections to impose credit regula- 
tions relative to residential property shall not be exercised with respect to 
extensions of credit made during any “period of residential credit control relax- 
ation”, as that term is herein defined, in such manner as to impose any down 
payment requirement in excess of 5 per centum of the transaction price. The 
President shall cause to be made estimates of the number of permanent, non- 
farm, family dwelling units, the construction of which has been started during 
each calendar month and, on the basis of such estimates, he shall cause to be 
made estimates of the annual rate of construction starts during each such month, 
after making reasonable allowance for seasonal variations in the rate of con- 
struction. If for any three consecutive months the annual rate of construction 
starts so found for each of the three months falls to a level below an annual 
rate of 1,200,000 starts per year, the President shall cause to be published in the 
Federal Register an announcement of the beginning of a “period of residential 
credit control relaxation”, which period shall begin not later than the first day 
of the second calendar month following such three consecutive months. Each 
such relaxation period may be terminated by the President at any time after 
the annual rate of construction starts thereafter estimated for each of any three 
consecutive months exceeds the level referred to in the preceding sentence. 


TITLE VII—GENERAL PROVISIONS 


SEC. 701. ENCOURAGEMENT OF SMALL-BUSINESS ENTERPRISES 


(a) It is the sense of the Congress that small-business enterprises be encour- 
aged to make the greatest possible contribution toward achieving the objectives 
of this Act. 

(b) In order to carry out this policy— 

(i) the President shall provide small-business enterprises with full infor- 
mation concerning the provisions of this Act relating to, or of benefit to, such 
enterprises and concerning the activities of the various departments and 
agencies under this Act: 

(ii) such business advisory committees shall be appointed as shall be 
appropriate for purposes of consultation in the formulation of rules, regula- 
tions, or orders, or amendments thereto issued under authority of this Act, 
and in their formation there shall be fair representation for independent 
small, for medium, and for large business enterprises, for different geograph- 
ical areas, for trade association members and nonmembers, and for different 
segments of the industry ; 

(iii) in administering this Act, such exemptions shall be provided for 
small-business enterprises as may be feasible without impeding the accom- 
plishment of the objectives of this Act; and 

(iv) in administering this Act, special provision shall be made for the 
expeditious handling of all requests, applications, or appeals from small- 
business enterprises. 

(c) Whenever the President invokes the power given him in this Act to allo- 

ate, Or approve agreements allocating, any material, to an extent which the 
President finds will result in a signi‘icant dislocation of the normal distribution 


‘one Sec. 606 added by Defense Housing and Community Facilities and Services Act of 
151, Act of Sept. 1, 1951, ¢. 378, sec. 602 (b), 65 Stat. 293, 
“See, 607 added by sec. 116 (b), 1952 Amendments. 
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in the civilian market, he shall do so in such a manner as to make ayai] 

so far as practicable, for business and various segments thereof in the 1 
channel of distribution of such material, a fair share of the available ciy 
supply based, so far as practicable, on the share received by such business 
normal conditions during a representative period preceding June 24, 195¢ [a 
having due regard to the needs of new businesses.] and having due regard to 
the current competitive position of established business: Provided, That th, 
limitations and restrictions imposed on the production of specific items shal 
not exclude new concerns from a fair and reasonable share of total autl 


. oF 
production, 


SEC, 702. DEFINITIONS 


As used in this Act 

(a) The word “person” includes an individual, corporation, partn 
association, or any other organized group of persons, or legal successor or repr 
sentative of the foregoing, and includes the United States or any agency ther 
or any other government, or any of its political subdivisions, or any agency of a1 
of the foregoing: Provided, That no punishment provided by this Act shall ap 
to the United States, or to any such government, political subdivision, or govey 
ment agency. 

(b) The word “materials” shall include raw materials, articles, commodities 
products, supplies, components, technical information, and processes 

(c) The word “facilities” shall not include farms, churehes or other places 
of worship, or private dwelling houses. 

(d) The term “national defense’ means the operations and activities of th 
armed forces, the Atomic Energy Commission, or any other Government depart 
ment or agency directly or indirectly and substantially concerned with the 
tional defense, or operations or activities in connection with the Mutual Defense 
Assistance Act of 1949, as amended. 

(e) The words “wages, salaries, and other compensation” shall include ; 
forms of remuneration to employees by their employers for personal services 
including, but not limited to, vacation and holiday payments, night shift ar 
other bonuses, incentive payments, year-end bonuses, employer contributions t 
or payments of insurance or welfare benefits, employer contributions to a pension 
fund or annuity, payments in kind, and premium overtime payments. 


SEC. 703. DELEGATIONS; NEW AGENCIES 


(a) Except as otherwise specifically provided, the President may delegat 
any power or authority conferred upon him by this Act to any officer or ag 
of the Government, including any new agency or agencies (and the President is 
hereby authorized to create such new agencies, other than corporate agencies 
he deems necessary), and he may authorize such redelegations by that officer 
or agency as the President may deem appropriate. [The President is authorized 
to appoint heads and assistant heads of any such new agencies, and other off 
cials therein of comparable status, and to fix their compensation, without reg 
to the Classification Act of 1949, as amended, at rates comparable to the « 
pensation paid to the heads and assistants heads of independent agencies of 
the Government.] The President is authorized to appoint heads and assistant 
heads of any such new agencies, and other officials therein of comparable status 
and to fix their compensation, without regard to the Classification Act of 1949 
as amended, the head of one such agency to be paid at a rate comparable to t/ 
compensation paid to the heads of executive departments of the Governme 
and other such heads, assistant heads, and officials at rates comparable to tlh 
compensation paid to the heads and assistant heads of independent agencies 0 
the Government.” Any officer or agency’ may employ civilian personnel for dut 
in the United States, including the District of Columbia, or elsewhere, with 
regard to section 14 of the Federal Employees Pay Act of 1946 (60 Stat. 219 
as the President deems necessary to carry out the provisions of this Act 

(b) The head and assistant heads of any independent agency created t 
minister the authority conferred by title IV of this Act shall be appointe 
the President, by and with the advice and consent of the Senate. There sha 
included among the policy-making officers of each regional office admi 


* Changed by sec. 108, 1951 Amendments. 
* Sentence revised by sec. 109 (a), 1951 Amendments. 
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thority conferred by title IV of this Act a resident of each State served by 


f} 
h, office whose governor requests such representation,” 


8 


SEC, 704. ISSUANCE OF REGULATIONS 


e President may make such rules, regulations, and orders as he deems neces- 
sary or appropriate to carry out the provisions of this Act. Any regulation or 
order under this Act may be established in such form and manner, may contain 
such classifications and differentiations, and may provide for such adjustments 
and reasonable exceptions as in the judgment of the President are necessary 
or proper to effectuate the purposes of this Act, or to prevent circumvention or 
evasion, or to facilitate enforcement of this Act, or any rule, regulation, or order 
issued under this Act. No rule, regulation, or order issued under this Act which 
‘icts the use of natural gas (either directly, or by restricting the use of facili- 

wr the consumption of natural gas, or in any other manner) shall apply in 


rest 


ties 


my State in which a public regulatory agency has authority to restrict the use 
of natural gas and certifies to the President that it is exercising that authority 
to the extent necessary to accomplish the objectives of this Act.” 


SEC. 705. OBTAINING INFORMATION 


(a) The President shall be entitled, while this Act is in effect and for a period 
of two years thereafter, by regulation, subpena, or otherwise, to obtain such in- 
formation from, require such reports and the keeping of such records by, make 
such inspection of the books, records, and other writings, premises or property 
of, and take the sworn testimony of, and administer oaths and affirmations to," 
any person as may be necessary or appropriate, in his discretion, to the enforce- 
ment or the administration of this Act and the regulations or orders issued there- 
under. The President shall issue regulations insuring that the authority of this 
subsection will be utilized only after the scope and purpose of the investigation, 
inspection, or inquiry to be made have been defined by competent authority, and 
it is assured that no adequate and authoritative data are available from any 
Federal or other responsible agency. In case of contumacy by, or refusal to 
obey a subpena served upon, any person referred to in this subsection, the dis- 
trict court of the United States for any district in which such person is found 
or resides or transacts business, upon application by the President, shall have 
jurisdiction to issue an order requiring such person to appear and give testimony 
or to appear and produce documents, or both; and any failure to obey such 
order of the court may be punished by such court as a contempt thereof. 

(b) No’person shall be excused from complying with any requirement under 
this section or from attending and testifying or from producing books, papers, 
documents, and other evidence in obedience to a subpena before any grand jury 
or in any court or administrative proceeding based upon or growing out of any 
alleged violation of this Act on the ground that the testimony or evidence, docu- 
mentary or otherwise, required of him may tend to incriminate him or subject 
him to penalty or forfeiture; but no natural person shall be prosecuted or sub- 
jected to any penalty or forfeiture in any court, for or on account of any trans- 
action, matter, or thing concerning which he is so compelled, after having claimed 
his privilege against self-incrimination, to testify or produce evidence, docu- 
mentary or otherwise, except that such natural person so testifying shall not 
be exempt from prosecution and punishment for perjury committed in so testify- 
ing: Provided, That the immunity granted herein from prosecution and punish- 
ment and from any penalty or forfeiture shall not be construed to vest in any 
individual any right to priorities assistance, to the allocation of materials, or to 
any other benefit which is within the power of the President to grant under any 
a Pgs of this Act. 

The production of a person’s books, records, or other documentary evidence 

hall not be required at any place other than the place where such person usually 
beens them, if, prior to the return date specified in the regulations, subpena, or 
other document issued with respect thereto, such person furnishes the President 
vith a true copy of such books, records, or other documentary evidence (certified 
by such person under oath to be a true and correct copy) or enters into a stipula- 
tion with the President as to the information contained in such books, records, 


Z Adder l by sec. 109 (b), 1951 Amendments. 
», Added by see. 109 (c), 1951 Amendments 
Added by sec. 109 (d), 1951 Amendments. 
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or other documentary evidence. Witnesses shall be paid the same fees and mile. 
age that are paid witnesses in the courts of the United States. ’ 

(d) Any person who willfully performs any act prohibited or willfully fails 
to perform any act required by the above provisions of this section, or any ‘ 
regulation, or order thereunder, shall upon conviction be fined not more 
$1,000 or imprisoned for not more than one year or both. 

(e) Information obtained under this section which the President deems eon 
fidential or with reference to which a request for confidential treatment is made 
by the person furnishing such information shall not be published or discloseg 
unless the President determines that the withholding thereof is contrary to the 
interest of the national defense, and any person willfully violating this provision 
shall, upon conviction, be fined not more than $10,000 or imprisoned for not more 
than one year, or both. 

(f) Any person subpenaed under this section shall have the right to make q 
record of his testimony and to be represented by counsel.” 


rule, 
than 


SEC. 706. INJUNCTIONS; VENUE; SERVICE OF PROCESS 


(a) Whenever in the judgment of the President any person has engag: 
about to engage in any acts or practices which constitute or will con 
violation of any provision of this Act, he may make application to the 
priate court for an order enjoining such acts or practices, or for an ord 
forcing compliance with such provision, and upon a showing by the P: 
that such person has engaged or is about to engage in any such acts or p 
a permanent or temporary injunction, restraining order, [or other order shall 
be granted without bond.] or other order, with or without such injunction or 
restraining order, shall be granted without bond.” 

(b) The district courts of the United States and the United States court 
any Territory or other place subject to the jurisdiction of the United States 
shall have jurisdicion of violations of this Act or any rule, regulation, order, or 
subpena thereunder, and of all civil actions under this Act to enforce any liab 
or duty created by, or to enjoin any violation of, this Act or any rule, regulati 
erder, or subpena thereunder. Any criminal proceeding on account of any su 
violation may be brought in any district in which any act, failure to act, or 
transaction constituting the violation occurred. Any such civil action may be 
brought in any such district or in the district in which the defendant resides or 
transacts business. Process in such cases, criminal or civil, may be served in 
any district wherein the defendant resides or transacts business or wherever 
the defendant may be found; the subpena for witnesses who are required to at 
tend a court in any district in such case may run into any other district. T! 
termination of the authority granted in any title or section of this Act 
any rule, regulation, or order issued thereunder, shall not operate to defeat any 
suit, action, or prosecution, whether theretofore or thereafter commenced, with 
respect to any right, liability, or offense incurred or committed prior to thie ter- 
mination date of such title or of such rule, regulation, or order. No costs shall 
be assessed against the United States in any proceeding under this Act. All 
litigation arising under this Act or the regulations promulgated thereunder shall 
be under the supervision and control of the Attorney General. 


SEC. 707. EXCULPATORY PROVISION 


No person shall be held liable for damages or penalties for any act or failure 
to act resulting directly or indirectly from [his]” compliance with a rule, 
regulation, or order issued pursuant to this Act notwithstanding that any such 
rule, regulation, or order shall thereafter be declared by judicial or other com- 
petent authority to be invalid. No person shall discriminate against orders or 
contracts to which priority is assigned or for which materials or facilities are 
allocated under title I of this Act or under any rule, regulation, or order issued 
thereunder, by charging higher prices or by imposing different terms and con- 
ditions for such orders or contracts than for other generally comparable orders 
or contracts, or in any other manner. 


© Added by sec. 117, 1952 Amendments. 
Changed by sec. 109 (e), 1951 Amendments. 
™ Deleted by sec. 118, 1952 Amendments. 
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SEC. 708. VOLUNTARY AGREEMENTS 


(a) The President is authorized to consult with representatives of industry, 
siness, financing, agriculture, labor, and other interests, with a view to en- 
ouraging the making by such persons with the approval by the President of 
voluntary agreements and programs to further the objectives of this Act. 

(pb) No act or omission to act pursuant to this Act which occurs while this Act 
is in effect, if requested by the President pursuant to a voluntary agreement or 
program approved under subsection (a) and found by the President to be in the 
nublic interest as contributing to the national defense shall be construed to be 
within the prohibition of the antitrust laws or the Federal Trade Commission 
Act of the United States. A copy of each such request intended to be within 
the coverage of this section, and any modification or withdrawal thereof, shall 
pe furnished to the Attorney General and the Chairman of the Federal Trade 
Commission when made, and it shall be published in the Federal Register unless 

ation thereof would, in the opinion of the President, endanger the national 

urity. 

The authority granted in subsection (b) shall be delegated only (1) to 

ials who shall for the purpose of such delegation be required to be appointed 

e President by and with the advice and consent of the Senate, unless other- 

required to be so appointed, and (2) upon the condition that such officials 

t with the Attorney General and with the Chairman of the Federal Trade 

mission not less than ten days before making any request or finding there- 

inder, and (3) upon the condition that such officials obtain the approval of the 

Attorney General to any request thereunder before making the request. For 

the purpose of carrying out the objectives of title I of this Act, the authority 

granted in subsection (b) of this section shall not be delegated except to a 
single official of the Government. 

d) Upon withdrawal of any request or finding made hereunder the pro- 
visions of this section shall not apply to any subsequent act or omission to act 
by reason of such finding or request. 

(e) The Attorney General is directed to make, or request the Federal Trade 
Commission to make for him, surveys for the purpose of determining any factors 
which may tend to eliminate competition, create or strengthen monopolies, injure 
small business, or otherwise promote undue concentration of economic power 
in the course of the administration of this Act. The Attorney General shall 
submit to the Congress and the President within ninety days after the approval 

f this Act, and at such times thereafter as he deems desirable, reports setting 
forth the results of such surveys and including such recommendations as he 
may deem desirable. 


(f) After the date of enactment of the Defense Production Act Amendments 
of 1952, no voluntary program or agreement for the control of credit shall be 
approved or carried out under this section.” 


SEC. 709. STATEMENTS OF CONSIDERATION 


The funetions exercised under this Act shall be excluded from the operation 
of the Administrative Procedure Act (60 Stat. 237) except as to the require- 
ments of section 3 thereof. Any rule, regulation, or order, or amendment thereto, 
issued under authority of this Act shall be accompanied by a statement that in 
the formulation thereof there has been consultation with industry representa- 
tives, including trade association representatives, and that consideration has 
been given to their recommendations, or that special circumstances have rendered 
such consultation impracticable or contrary to the interest of the national de- 
fense, but no such rule, regulation, or order shall be invalid by reason of any 
subsequent finding by judicial or other authority that such a statement is in- 
accurate, 


SEC, 710. SUPER GRADES; CONSULTANTS; SPECULATION 


(a) The President, to the extent he deems it necessary and appropriate in order 
to carry out the provisions of this Act, is authorized to place positions and employ 
persons temporarily in grades 16, 17, and 18 of the General Schedule established 
by the Classification Act of 1949, and such positions shall be additional to the 
number authorized by section 505 of that Act. 


—_—— 


™ Added by sec, 116 (c), 1952 Amendments. 
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(b) The President is further authorized, to the extent he deems it necessar 
and appropriate in order to carry out the provisions of this Act, and subject 
such regulations as he may issue, to employ persons of outstanding experieng 
aud ability without compensation; and he is authorized to provide by regula 
tion for the exemption of such persons from the operation of sections 281, 283, 
284, 434, and 1914 of title 18 of the United States Code and section 190 of 
Revised Statutes (5 U. S. C. 99). Persons appointed under the authority of t 
subsection may be allowed transportation and not to exceed $15 per diem in |i 
of subsistence while away from their homes or regular places of business pur- 
suant to such appointment. 

(c) The President is authorized, to the extent he deems it necessary and ap- 
propriate in order to carry out the provisions of this Act to employ experts and 
consultants or organizations thereof, as authorized by section 55a of title 5 of 
the United States Code. Individuals so employed may be compensated 
rates not in excess of $50 per diem and while away from their homes or regular 
places of business they may be allowed transportation and not to exceed $15 
per diem in lieu of subsistence and other expenses while so employed. The 
President is authorized to provide by regulation for the exemption of such per 
sons from the operation of sections 281, 283, 284, 434, and 1914 of title 18 of 
the United States Code and section 190 of the Revised Statutes (5 U.S. C. 99), 

(d) The President may utilize the services of Federal, State, and local agencies 
and may utilize and establish such regional, local, or other agencies, and utilize 
such voluntary and uncompensated services, as may from time to time be needed: 
and he is authorized to provide by regulation for the exemption of persons whos 
services are utilized under this subsection from the operation of sections 281 
283, 284, 434, and 1914 of title 18 of the United States Code and section 190 of the 
Revised Statutes (5 U. 8S. C. 99). 

(e) Whoever, being an officer or employee of the United States or any de 
partment or agency thereof (including any Member of the Senate or Housé 
Representatives), receives, by virtue of his office or employment, confidential 
information, and (1) uses such information in speculating directly or in 
directly on any commodity exchange, or (2) discloses such information for th 
purpose of aiding any other person so to speculate, shall be fined not more than 
$10,000 or imprisoned not more than one year, or both. As used in this sectio1 
the term “speculate” shall not include a legitimate hedging transaction, or a 
purchase or sale which is accomplanied by actual delivery of the commodity 

(f) The President, when he deems such action necessary, may make pro 
sion for the printing and distribution of reports, in such number and in sucl 
manner as he deems appropriate, concerning the actions taken to carry out tl 
objectives of this Act.” 


SEC, 711. APPROPRIATIONS 


There are hereby authorized to be appropriated such sums as may be neces 
sary and appropriate for the carrying out of the provisions and purposes of this 
Act by the President and such agencies as he may designate or create. Funds 
made available for the purposes of this Act may be allocated or transferred for 
any of the purposes of this Act, with the approval of the Bureau of the Budg 
to any agency designated to assist in carrying out this Act. Funds so allocated 
or transferred shall remain available for such period as may be specified in the 
Acts making such funds available. 


SEC. 712, JOINT CONGRESSIONAL COMMITTEE ON DEFENSE PRODUCTION 


(a) There is hereby established a joint congressional committee to be known 
as the Joint Committee on Defense Production (hereinafter referred to as the 
committee), to be composed of ten members as follows: 

(1) Five members who are members of the Committee on Banking and Cur- 
rency of the Senate, three from the majority and two from the minority party, 
to be appointed by the chairman of the committee ; and 

(2) Five members who are members of the Committee on Banking and Cut 
rency of the House of Representatives, three from the majority and two from 
the minority party, to be appointed by the chairman of the committee. 


A vacancy in the membership of the committee shall be filled in the same ma! 
as the original selection. The committee shall elect a chairman and a vice chair 


“Added by sec. 109 (f), 1951 Amendments. 
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nan from among its members, one of whom shall be a member of the Senate and 
he other a member of the House of Representatives. 

(b) [It shall be the function of the committee to make a continuous study of 
he programs authorized by this Act, and to review the progress achieved in the 
execuiion and administration of such programs.] Jt shall be the function of 
the Committee to make a continuous study of the programs and of the fairness 
to consumers of the prices authorized by this Act and to review the progress 
achieved in the execution and administration thereof.“ Upon request, the com- 

ittee shall aid the standing committees of the Congress having legislative juris- 
diction over any part of the programs authorized by this Act; and it shall make 
a report to the Senate and the House of Representatives, from time to time, con- 
cerning the results of its studies, together with such recommendations as it may 
deem desirable. Any department, official, or agency administering any of such 
woerams shall, at the request of the committee, consult with the committee, from 
time to time, with respect to their activities under this Act. 

ce) The committee, or any duly authorized subcommittee thereof, is authorized 
to hold such hearings, to sit and act at such times and places, to require by 
subpena (to be tssued under the signature of the chairman or vice chairman of 
the committee) or otherwise the attendance of such witnesses and the production 
of such books, papers, and documents, to administer such oaths, to take such 
testimony, to procure such printing and binding, and to make such expenditures 
as it deems advisable. The cost of stenographic services to report such hearings 
shall not be in excess of 25 cents per hundred words. The provisions of sections 
102 to 104, inclusive, of the Revised Statutes shall apply in case of any failure 
of any witness to comply with any subpena or to testify when summoned under 
authority of this subsection. 

(d) The committee is authorized to appoint and, without regard to the Clas- 
sification Act of 1949, as amended, fix the compensation of such experts, con- 
sultants, technicians, and organizations thereof, and clerical and stenographic 
assistants as it deems necessary and advisable. 

(e) The expenses of the committee under this section, which shall not exceed 
650,000 in any riscal year, shall be paid one-half from the contingent fund of the 
Senate and one-half from the contingent fund of the House of Representatives 
upon vouchers signed by the chairman or vice chairman. Disbursements to pay 
such expenses shall be made by the Clerk of the House of Representatives out 
of the contingent fund of the House of Representatives, such contingent fund to 
be reimbursed from the contingent fund of the Senate in the amount of one-half 
f disbursements so made without regard to any other provision of law. 


SEC. 713. TERRITORIAL APPLICABILITY 


The provisions of this Act shall be applicable to the United States, its Terri- 
tories and possessions, and the District of Columbia. 


SEC. 714. SMALL DEFENSE PLANTS ADMINISTRATION 


(a) (1) It is the sense of the Congress that small-business concerns be en- 
couraged to make the greatest possible contribution toward achieving the objec- 
tives of this Act. In order to carry out this policy there is hereby created am 
agency under the name ‘Small Defense Plants Administration’ (hereinafter re- 
erred to as the Administration), which Administration shall be under the general 

rection and supervision of the President and shall not be affiliated with or be 

ithin any other agency or department of the Federal Government. The princi- 
pal office of the Administration shall be located in the District of Columbia, but 
the Administration may establish such branch offices in other places in the 7nited 
Slates as may be determined by the Administrator of the Administration. for 
the purposes of this section, a small-business concern shall be deemed to be one 
which is independently owned and operated and which is not dominant in its 
field of operation. The Administration, in making a detailed definition, may use 
these criteria, among others: independency of ownership and operation, number 
0/ employees, dollar volume of business, and nondominance in its field. 

*) The Administration is authorized to obtain money from the Treasury of 
the United States, for use in the performance of the powers and duties granted 
'0 or imposed upon it by law, not to exceed a total of $50,000,000 outstanding at 


-_ 


* Sentence revised by sec. 119, 1952 Amendments. 
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any one time. For this purpose appropriations not to exceed $50,000,000 ar, 
here by authorized to be made toa revolwing fund in the Treasury. Ldvances 
shall be made to the Administration from the revolving fund when requested by 
the Administration. This revolving fund shall be used for the purposes eny- 
merated subsequently in subsection (b) (1) (B), (C), and (D). Reimburse- 
ments made to the Administration under these operations shall revert to th 
revolving fund for use for the same purposes. 

(3) The management of the Administration shall be vested in an Administrator 
who shall be appointed by the President, by and with the advice and co 
the Senate, and who shall be a person of outstanding qualifications known t 
familiar and sympathetic with small-business needs and problems. Thi 
ministrator shall receive compensation at the rate of $17,500 per annun 
Administrator shall not engage in any other business, vocation, or enpl 
than that of serving as Administrator. The Administrator is authorized 
point two Deputy Administrators to assist in the execution of the functions 
in the Administration. Deputy Administrators shall be paid at the rat 
$15,000 per annum, 

(4) The Administration shall not have succession, beyond aune 30, [1952] 
1953," except for purposes of liquidation, unless its life is extended beyond such 
date pursuant to an Act of Congress. It shall have power to adopt, alter, and 
use a seal, which shall be judicially noticed; to select and employ such oficers, 
employees, attorneys, and agents as shall be necessary for the transaction of 
business of the Administration; to define their authority and duties, requir: 
bonds of them, and fix the penalties thereof. The Administration, with the con- 
sent of any board, commission, independent establishment, or executive depart- 
ment of the Government, may avail itself of the use of information, services, fa- 
cilities, including any field service thereof, officers, and employees thercof in 
carrying out the provisions of this section. 

(5) All moneys of the Administration not otherwise employed may be depos- 
ited with the Treasurer of the United States subject to check by authority of thi 
Administration or in any Federal Reserve bank, The Federal Reserve banks ar 
authorized and directed to act as depositaries, custodians, and fiscal agents for 
the Administration in the general performance of its powers conferred by this 
Act, Allinsured banks, when designated by the Secretary of the Treasury, shall 
act as custodians, and financial agents for the administration. 

(0) (1) Without regard to any other provision of law except the regulations 
prescribed under section 201 of the First War Powers Act, 1941, as amended, the 
Administration is empowered— 

(A) to recommend to the Reconstruction Finance Corporation loans or 
advances, on such terms and conditions and with such maturity as the Re- 
construction Finance Corporation may determine on its own discretion, to 
enable small-business concerns to finance plant construction, conversion, or 
erpansion, including the acquisition of land; or finance the acquisition of 
equipment, facilities, machinery, supplies, or materials; or to finance re- 
search, development, and experimental work on new or improved products 
or processes; or to supply such concerns with capital to be used in the manw- 
facture of articles, equipment, supplies, or materials for defense or essential 
civilian purposes; or to establish and operate technical laboratories to serve 
small-business concerns ; such loans or advances to be made or effected either 
directly by the Reconstruction Finance Corporation or in cooperation with 
banks or other lending institutions through agreements to participate in in- 
surance of loans, or by the purchase of participations, or otherwise; 

(B) to enter into contracts with the United States Government and any 
department, agency, or officer thereof having procurement powers obligating 
the Administration to furnish articles, equipment, supplies, or materials to 
the Government ; 

(C) to arrange for the performance of such contracts by letting subcon 
tracts to small-business concerns or others for the manufacture, supply, or 
assembly of such articles, equipment, supplies, or materials, or parts thereof, 
or servicing or processing in connection therewith, or such management serv- 
ices as may be necessary to enable the Administration to perform such con 
tracts; and 

(D) to provide technical and managerial aids to small-business concerns, 
by maintaining a clearinghouse for technical information, by cooperating with 


% Date changed by sec. 121 (a), 1952 Amendments, 





REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 333 


other Government agencies, by disseminating information, and by such other 
activities as are deemed appropriate by the Administration. 

(2) In any case in which the Administration certifies to any officer of the Gov- 
ernment having procurement powers that the Administration is competent to 
perform any specific Government procurement contract to be let by any such 
oficers, such officer shall be authorized to let such procurement contract to the 
Administration upon such terms and conditions as may be agreed upon between 
the Administration and the procurement officer. 

(c) (1) Whoever makes any statement knowing it to be false, or whoever 
willfully overvalues any security, for the purpose of obtaining for himself or for 
any applicant any loan, or extension thereof by renewal, deferment of action, or 
otherwise, or the acceptance, release, or substitution of security therefor, or for 
the purpose of influencing in any way the action of the Administration, or for the 
purpose of obtaining money, property, or anything of value, under this section, 
shall be punished by a fine of not more than $5,000 or by imprisonment for not 
more than two years, or both. 

(2) Whoever, being connected in any capacity with the Administration (A) 
embezzles, abstracts, purloins, or willfully misapplies any moneys, funds, se- 
curities, or other things of value, whether belonging to it or pledged or otherwise 
entrusted to it, or (B) with intent to defraud the Administration or any other 
body politic or corporate, or any individual, or to deceive any officer, auditor, or 
eraminer of the Administration makes any false entry in any book, report, or 
statement of or to the Administration, or, without being duly authorized, draws 
any order or issues, puts forth, or assigns any note, debenture, bond, or other 
obligation, or draft, bill of exchange, mortgage, judgment, or decree thereof, or 
(C) with intent to defraud participates, shares, receives directly or indirectly 
any money, profit, property, or benefit through any transaction, loan, commission, 
contract, or any other act of the Administration, or (D) gives any unauthorized 
information concerning any future action or plan of the Administration which 
might affect the value of securities, or having such knowledge, invests or specu- 
lates, directly or indirectly, in the securities or property of any company or cor- 
poration receiving loans or other assistance from the Administration shall be 
punished by a fine of not more than $10,000 or by imprisonment for not more than 
fire years, or both, 

(d) (1) It shall be the duty of the Administration and it is hereby empowered, 
to coordinate and to ascertain the means by which the productive capacity of 
small-business concerns can be most effectively utilized for national defense and 
essential civilian production. 

(2) It shall be the duty of the Administration and it is hereby empowered, to 
consult and cooperate with appropriate governmental agencies in the issuance 
of all orders limiting or expanding production by, or in the formulation of policy 
in granting priorities to, business concerns. All such governmental agencies are 
required, before issuing such orders or announcing such priority policies, to con- 
sult with the Administration in order that small-business concerns will be most 
effectively utilized in the production af articles, equipment, supplies and ma- 
terials for national defense and essential civilian purposes. 

(e) The Administration shall have power, and it is hereby directed, whenever 
it determines such action is necessary— 

(1) to make a complete inventory of all productive facilities of small- 
business concerns which can be used for defense and essential civilian pro- 
duction or to arrange for such inventory to be made by any other govern- 
mental agency which has the facilities. In making any such inventory, the 
appropriate agencies in the several States shall be requested to furnish an 
inventory of the productive facilities of small-business concerns in each 
respective State if such an inventory is available or in prospect ; 

(2) to consult and cooperate with officers of the Government having pro- 
curement powers, in order to utilize the potential productive capacity of 
plants operated by small-business concerns ; 

(3) to obtain information as to methods and practices which Government 
prime contractors utilize in letting subcontracts and to take action to 
encourage the letting of subcontracts by prime contractors to small-business 
concerns at prices and on conditions and terms which are fair and equitable ; 

(4) to take such action, authorized under this section, as is necvssary 
to provide small-business concerns with an adequate incentive, excluding 
subsidies, to engage in defense and essential civilian production and to 


facilitate the conversion and equipping of plants of small-business concerns 
for such production ; 
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(5) to determine within any industry the concerns, firms, persons, corp 
rations, partne rships, coo pe rative 8, or other business enter prises, which 
are to be designated “small-business concerns” for the purpose of effectuat) 
the provisions of this section; 

(6) to certify to Government procurement officers with respect to 
competency, as to capacity and credit, of any small-business concern 
group of such concerns to perform a specific Government procure; 
contract; 

(7) to obtain from any Federal department, establishment, or agen 
engaged in defense procurement or in the financing of defense procurement 

or production such reports concerning the letting of contracts and gubcop. 
tracts and making of loans to business concerns as it may deem pertinent 
in carrying out its functions under this Act; 

(8) to obtain from suppliers of materials information pertaining to th 
method of filling orders and the bases for allocating their supply, when 
it appears that any small business is unable to obtain materials for defens, 
or essential givilian production from its normal sources; 

(9) to make studies and recommendations to the appropriate Fed 
agencies to insure a fair and equitable share of materials, supplies, and 
equipment to small-business concerns to effectuate the defense program o 
for essential civilian purposes ; 

(10) to consult and cooperate with all Government agencies for t] 
purpose of insuring that small-business concerns shall receive fair and 
reasonable treatment from said agencies; and 

(11) to establish such advisory boards and committees wholly repre 
sentative of small business as may be found necessary to achieve the purposes 
of this section. 

(f) (1) In any case in which a small-business concern or group of such coy 
cerns has been certified by or under the authority of the Administration 
be a competent Government contractor with respect to capacity and credit as 
to a specific Government procurement contract, the officers of the Government 
having procurement powers are directed to accept such certification as con- 
clusive, and are authorized to let such Government procurement contract to 
such concern or group of concerns without requiring it to meet any other 
requirement with respect to capacity and credit. 

(2) The Congress has as its policy that a fair proportion of the total purchases 
and contracts for supplies and services for the Government shall be placed 
with small-business concerns. To effectuate such policy, small-business coy 
cerns within the meaning of this section shall receive any award or contract 
or any part thereof as to which it is determined by the Administration and 
the contracting procurement agencies (A) to be in the interest of mobilizing 
the Nation’s full productive capacity, or (B) to be in the interest of the national 
defense program, to make such award or let such contract to a small-business 
concern. 

(3) Whenever materials or supplies are allocated by law, a fair and equitadl 
percentage thereof shall ‘be allocated to small plants unable to obtain the 
necessary materials or supplies from usual sources. Such percentage shall 
be determined by the head of the lawful allocating authority after giving full 
consideration to the claims presented by the Administration. 

(4) Whenever the President invokes the powers given him in this Act to 
allocate, or approve agreements allocating, any material, to an extent whicl 
the President finds will result in a significant dislocation of the normal dist) 
bution in the civilian market, he shall do so in such a manner as to make arail- 
able, so far as practicable, for business and various segments thereof in th 
normal channel of distribution of such material, a fair share of the availablé 
civilian supply based, so far as practicable, on the share received by such busi- 
ness under normal conditions during a representative period preceding June 2}, 
1950: Provided, That the limitations and restrictions imposed on the produc- 
tion of specific items should give due consideration to the needs of new concerns 

(9g) The Administration shall make a report every ninety days of operations 
under this title to the President, the President of the Senate, and the Speaker 
of the House of Representatives. Such report shall include the names of th 
business concerns to whom contracts are let, and for whom financing is arranged 
by the Administration, together with the amounts involved, and such report 
shall include such other information, and such comments and recommendétions 
with respect to the relation of small-business concerns to the defense effort 
as the Administration may deem appropriate. 
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(h) The Administration is hereby empowered to make studies of the effect 
if price, credit, and other controls imposed under the defense program and 
whenever it finds that these controls discriminate against or impose undue 
hardship upon small business, to make recommendations to the appropriate 
Federal agency for the adjustment of controls to the needs of small business. 

i) The Reconstruction Finance Corporation is authorized to make loans and 
advances upon the recommendation of the Small Defense Plants Administration 
» provided in (b) (1) (A) of this section not to exceed an aggregate of $100.- 

) 000 outstanding at any one time, on such terms and conditions and with such 
vaturities as Reconstruction Finance Corporation may determine. 

(j) The President may transfer to the Administration any functions, powers, 
and duties of any department or agency which relates primarily to smali-business 
problems. 

' (k) No loan shall be recommended or equipment, facilities, or services fur- 
ished by the Administration under this section to any business enterprise unless 
the owners, partners, or officers of such business enterprise (1) certify to the 
Administretion the names of any attorneys, agents, or other persons engaged by 
or on behalf of such business enterprise for the purpose of expediting applications 
made to the Administration for assistance of any sort, and the fees paid or to be 
paid to any such persons, and (2) erecute an agreement binding any such business 
enterprise for a period of two years after any assistance is rendered by the Admin- 
stration to such business enterprise, to refrain from employing, tendering any 
ofice or employment to, or retaining for professional services, any person who, 
on the date such assistance or any part thereof was rendered, or within one year 
prior thereto, shall have served as an officer, attorney, agent or employee of the 
{dministration occupying a position or engaging in activities which the Adminis- 
tration shall have determined involve discretion with respect to the granting of 
issistance under this section. 

(1) To the fullest extent the Administration deems practicable, it shall make 
a fair charge for the use of Government-owned property and make and let con- 
tracts on a basis that will result in a recovery of the direct costs incurred by the 
{dministration. 

(m) There are hereby authorized to be appropriated such sums as may be 
necessary and appropriate for the carrying out of the provisions and purposes of 
this section,” 


17 


SEC. 715. SAVING PROVISION 


If any provision of this Act or the application of such provision to any person 
or circumstances shall be held invalid, the remainder of the Act, and the applica- 
tion of Such provision to persons or circumstances other than those as to which 
itis held invalid, shall not be affected thereby. 


STRIKES AGAINST GOVERN MENT 


SEC. 716. 

That no person may be employed under this Act who engages in a strike 
against the Government of the United States or who is a member of an organiza- 
tion of Government employees that asserts the right to strike against the Govern- 
ment of the United States, or who advocates, or who is a member of an organi- 
zation that advocates, the overthrow of the Government of the United States by 
force or violence: Provided, That for the purposes hereof an affidavit shall be 
considered prima facie evidence that the person making the affidavit has not 
contrary to the provisions of this section engaged in a strike against the Govern- 
ment of the United States, is not a member of an organization of Government 
employees that asserts the right to strike against the Government of the United 
States or that such person does not advocate, and is not a member of an organi- 
zation that advocates, the overthrow of the Government of the United States by 
force or violence: Provided further, That any person who engages in a strike 
against the Government of the United States or who is a member of an organiza- 
tion of Government employees that asserts the right to strike against the Gov- 
ernment of the United States, or who advocates, or who is a member of an 
organization that advocates, the overthrow of the Government of the United 
States by force or violence and accepts employment the salary or wages for which 
are paid from any appropriation or fund contained in this Act shall be guilty of 

* New sec. 714 added by sec. 110 (a), 1951 Amendments. 


1 Formerly sec. 714; redesignated sec. 715 by sec. 110 (b), 1951 Amendments. 
‘Formerly sec. 715; redesignated sec. 716 by sec. 110 (b), 1951 Amendments. 
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a felony and, upon conviction, shall be fined not more than $1,000 or imprisoneg 
for not more than one year, or both: Provided further, That the above penalty 
clause shall be in addition to, and not in substitution for, any other provisions 
of existing law. 

SEC, 717.” TERMINATION 


[(a) Titles I, IJ, III, and VII of this Act and all authority conferred there. 
under shall terminate at the close of June 30, 1952, but such titles shall be effectiye 
after June 30, 1951 only to the extent necessary to aid in carrying out contracts 
relating to the national defense entered into by the Government prior to July 1, 
1951. 

(b) Titles IV, V, and VI of this Act and all authority conferred thereunder 
shall terminate at the close of June 30, 1951.] 

[(a) This Act and all authority conferred thereunder shall terminate at the 
close of June 30, 1952.4” 

(a) Titles I, HI, 1, VI, and VII of this Act and all authority conferred there- 
under shall terminate at the close of June 30, 1953; and titles IV and V of this 
Act and all authority conferred thereunder shall terminate at the close of April 
30, 1953." 

(b)™ Notwithstanding the foregoing— 

(1) The Congress by concurrent resolution or the President by proclamation 
may terminate this Act prior to the termination otherwise provided therefor, 

(2) The Congress may also provide by concurrent resolution that any section 
of this Act and all authority conferred thereunder shall terminate prior to the 
termination otherwise provided therefor. 

(3) Any agency created under this Act may be continued in existence for 
purposes of liquidation for not to exceed six months after the termination of the 
provisions authorizing the creation of such agency. 

(c) The termination of any section of this Act, or of any agency or corporation 
utilized under this Act, shall not affect the disbursement of funds under, or the 
carrying out of, any contract, guarantee, commitment or other obligation entered 
into pursuant to this Act prior to the date of such termination, or the taking 
of any action necessary to preserve or protect the interests of the United States 
in any amounts advanced or paid out in carrying on operations under this Act, 

Approved September 8, 1950. 


(d) No action for the recovery of any cooperative payment made to a coopera- 
tive association by a Market Administrator under an invalid provision of a milk 
marketing order issued by the Secretary of Agriculture pursuant to the Agri- 
cultural Marketing Agreement Act of 1937 shall be maintained unless such action 
is brought by producers specifically named as party plaintiffs to recover their 
respective share of such payments within ninety days after the date of enact- 
ment of the Defense Production Act Amendments of 1952 with respect to any 
cause of action heretofore accrued and not otherwise barred, or within ninety 
days after accrual with respect to future payments, and unless each claimant 
shall allege and prove (1) that he objected at the hearing to the provisions of 
the order under which such payments were made and (2) that he either refused 
to accept payments computed with such deduction or accepted them under 
protest to either the Secretary or the Administrator. The district courts of the 
United States shall have exclusive original jurisdiction of all such actions 
regardless of the amount involved. This subsection shall not apply to funds 
held in escrow pursuant to court order. Notwithstanding any other provision 
of this Act, no termination date shall be applicable to this subsection.” 


Formerly sec. 716; redesignated sec. 717 by sec. 110 (b), 1951 Amendments. 

® Subsections (a) and (b) superseded by italicized subsection (a), sec. 111, 1951 
Amendments. 

*\ Italicized subsection (a) revised by sec. 121 (b), 1952 Amendments. 

® Former subsections (c) and (d) redesignated (b) and (c), sec. 111, 1951 Amendments. 

88 New subsection (d) added by sec. 120, 1952 Amendments, 
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SENATE ACTION ON HOOVER COMMISSION REPORTS 
JANUARY 9 (legislative day, JANUARY 7), 1953.—Ordered to be printed 


Mr. McCuie.uan, from the Committee on Government Operations, 
submitted the following 


REPORT 


The Committee on Government Operations,' to whom the reports 
of the Commission on Organization of the Executive Branch of the 
Government were referred, instructed its staff to prepare for the infor- 
mation of the Senate a summary of actions taken by the Eighty-first 
and Eighty-second Congresses on the recommendations of the so-called 
Hoover Commission. The staff was also directed to submit a brief 
analysis of the problems involved in these areas where legislative action 
deviated from specific recommendations. This summation is set forth 
under the appropriate titles of the separate Hoover Commission reports. 
It supplements more than 20 special reports dealing with various 
aspects of the reorganization program released by the committee. The 
three basic progress reports in this group are as follows: 

1. Progress on Hoover Commission Rec ommendations—Senate 
Report 1158, Eighty-first Congress, first session, dated 
October 12, 1949. 

2. Action on Hoover Commission Reports—Senate Report 2581, 
Eighty-first Congress, second session, dated October 12, 
1950. (Out of print.) 

Reorganization of the Federal Government—Senate Docu- 
ment 91, Eighty-second Congress, dated January 21, 1952. 

In this analysis the staff has attempted to set forth specific facts re- 
lating to each report and to appraise those recommendations which 
have not been implemented, with an explanation of the reasons for 
lack of action on the part of the Congress or by officials of the executive 
branch. Although some of these comments may appear to be critical 
of certain of the Hoover Commission proposals, the report has as its 
primary purpose the presentation of a factual outline of the many con- 
flicting aspects of some of these recommendations and the tremendous 
problems involved in carrying out the proposed reorganizations. In- 
structions to the staff were to the effect that wherever recommenda- 


1 Name changed from Committee on Expenditures in the Executive Departments on March 3, 1952. 
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tions of the Hoover Commission were not strictly reorganization 
proposals but involved basic changes in substantive legislative policy 
they should be so classified. 

Even the most ardent supporters of the Hoover reports must realize 
that when the Commission was created by the Congress it was given 
only the authority to recommend to the Congress legislative actions 
which would achieve the objectives the Commission thought were 
desirable, in the interest of economy, efficiency, and better manage- 
ment. Since the Hoover Commission, in effect, supplemented the 
work of the standing committees of the Congress, its reports, when 
submitted with recommendations, were subject to the same close 
scrutiny and analysis as are legislative proposals emanating from any 
of its jurisdictional committees. At most, its reports were intended 
to serve only as a guide or blueprint, and were never considered at 
any time to constitute a mandate to the Congress. 

The Congress has the constitutional duty of approving, rejecting or 
amending legislation reported to it by its committees. In many cases 
it completely revises, or even rejects, basic programs advanced by 
jurisdictional committees when a majority of either the House or the 
Senate so determines. The Congress is likewise required to exercise 
its full responsibility, as representatives of the people, with respect to 
any suggested legislation emanating from the Hoover Commission or 
any other such study group. The responsibilities of the Congress in 
this respect are in no way different from those applying to bills or 
resolutions reported to it by its own committees. 

Many communications have been addressed to individual Members 
of Congress and to the various committees handling legislation dealing 
with the recommendations of the Hoover Commission, insisting that 
“the Hoover Commission reports be enacted into law.” This com- 
mittee has assumed that those who have expressed an interest in the 
effectuation of these recommendations had, as their primary objective, 
the improvement of the administration of the executive branch of the 
Government and the achievement of economies in its operation. 
This, in fact, was the purpose for which the Hoover Commission was 
established. Some of these demands for immediate enactment of the 
Hoover Commission reports have apparently come from people who 
have been led to believe that the Commission’s proposals were 
sacrosanct, but who have little conception of the necessary technical 
legislative processes which must be followed before the recommenda- 
tions can be fully appraised and acted upon. It is obvious that they 
do not have a full understanding of the importance of including 
necessary safeguards to protect the public interest. 

Some of the problems involved are set forth in this report in order 
to present to such advocates of governmental efficiency a true and 
impartial picture of the tremendous amount of work involved before 
final action could be taken on many of these proposals. This report 
cannot possibly include all the various aspects that must be considered 
by the committees of the Congress and the Congress itself as to the 
effect which approval of these rec ommendations would have on 
existing programs. However, all potential conflicts which might arise 
must be fully examined in relation, not only to the operation of present 
statutory controls, but also as to their possible adverse effect on 
Federal policies affecting various segments of our population or areas 
of our country. Only then may action be taken to enact the recom- 
mendations into law. 
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Practically every major recommendation of the Commission has met 
with some opposition. The committees of the Congress have a con- 
tinuing obligation to see that all of these views are brought forth in 
committee and fully evaluated before any final action is recommended 
to the Congress. This normally includes extensive hearings and a 
number of executive sessions before an important reorganization bill 
can be reported. Experience has demonstrated that it is not prac- 
ticable to act on the reports without going through normal legislative 
procedures, and affording the proponents as well as the opponents a 
full hearing on the vital issues involved. To do otherwise would mean 
that the Congress has abandoned its legislative responsibilities. 

These differences as to desirable reorganizations were in evidence 
even during the discussions of the Hoover Commission. In many 
instances dissenting views were filed regarding specific recommenda- 
tions, and, in some cases, the final report by the Commission on con- 
troversial subjects was supported by only a bare majority. In its 
report on the Interior Department there were three widely divergent 
points of view set forth by 6 of the 12 Commissioners. Three advo- 
cated the creation of a Department of Natural Resources, and three 
submitted dissenting views on other phases of the report. Moreover, 
in this and other reports, a majority of the Commission rejected some 
of the recommendations of its task forces of specialists in the assigned 
fields. In Interior the task forces recommended the establishment 
of a Department of Works, which the Commission rejected, and then 
all of its members submitted diametrically opposite views to the Con- 
gress as specific recommendations. 

This record alone served to alert the Congress to the necessity of 
fully and carefully evaluating all of these recommendations. A sec- 
ond factor, paramount even to this consideration, is that final decisions 
requiring ¢ hanges i in basic Federal programs should have the advantage 
of the long experience and thorough knowledge developed through the 
years by members of committees under whose jurisdiction the 
original programs originated, and by whom proposals must be approved 
before being submitted to the C ongress for action. 

It should be borne in mind ae the Hoover Commission and its 
task forces devoted less than 2 years to a study and appraisal of all 
Federal activities, involving some 65 separate Federal agencies, each 
of which is responsible for one or more mi ijor programs. They 
could not, therefore, have at their disposal the background information 
acquired by Members of Congress in the development of Federal 
policies on which these respective programs were based. The basic 
program legislation relative to Federal functions had been initiated, 
implemented, perfected, and extended through studies of actual operat- 
ing conditions by members of these committees of the Congress. It 
would be utterly impossible for a temporary study group to have had 
the full benefit of this historical development of all programs involved, 
or to comprehend as fully their relation to other Federal activities. 
Therefore, where the Commission’s recommendations would have re- 
vised basic statutes approved by Congress, it was incumbent upon the 
appropriate committees to evaluate thoroughly the effect that pro- 
posed changes in the structure or functions of such agencies would 
have on the operation of other authorized programs, and the impact 
they might have on over-all Federal policies. In some cases, what 
might have appeared to be a desirable and economical step involved 
other considerations which, on examination and practical analysis by 
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legislators and administrators who had specialized in these fields, re- 
vealed that the anticipated benefits were entirely illusory, and that 
implementation of such a program would effect no economies or im- 
provement in its administration. In fact, it was demonstrated. in 
some cases that the proposal might seriously weaken or undermine 
other programs established by the Congress for the benefit of the 
American people. 

Proponents of the Hoover Commission reports in the Senate realized 
that there were certain basic problems involved in the recommenda- 
tions of the Commission which must be carefully considered. This is 
evidenced by the fact that practically every sponsor and cosponsor of 
the legislation introduced in the Senate during the Eighty-second 
Congress, designed to carry into effect those recommendations that 
had not been approved by the Eighty-first Congress, reserved final 
decisions. In most cases the sponsors stated that their purpose in 
proposing the bills was primarily to insure adequate consideration by 
the Congress. They made general reservations regarding their right 
to amend drastically, or even to later oppose, some of the proposals 
they were then sponsoring, should the appropriate committees find 
that they were not in the public interest. There were 35 individual 
Senators who participated in sponsoring the 21 Hoover Commission 
bills and resolutions introduced in the Eighty-second Congress. ‘These 
bills contained legislative proposals covering all the Commission’s 
recommendations not previously approved, whether they had been 
rejected by the Congress or not. Most of these bills had numerous 
cosponsors, With some Senators joining in sponsoring a number of 
the bills. In practically every instance the same reservation as to 
final action was made covering all the bills introduced—that, if found 
inconsistent with sound legislative policy or good government, the 
Members would exercise their right to vote their convictions when 
all the facts were available. 

Another aspect of the Hoover Commission reports, which has caused 
considerable confusion in the public mind because of its wide dissemina- 
tion, involves the extravagant claims of tremendous monetary savings 
which would result from the full implementation of these reports. 
These estimates have varied from an ultraconservative figure of a few 
million to as much as ten billions of dollars in annual savings. This 
committee has been unable to find any sound basis for the unsub- 
stantiated estimates of savings claimed by some of the proponents. 
Even if all the Hoover Commission’s recommendations had been 
found to be of practical application, these estimates are not based on 
facts, and are grossly unfair to the Congress. The American people 
have every right to expect the proponents of these reforms to be 
completely fair and reliable in their estimates. At the same time 
they have an equal right to expect their representatives in Congress 
to act with sound judgment regardless of the pressure brought to bear 
upon them by those who do not have full information as to their impact 
on the national welfare. 

In order to insure that this important issue would be presented 
objectively, this committee requested the Bureau of the Budget to 
submit an estimate as to the potential savings that might be expected 
to result from the various aspects of the reorganization program 
recommended by the Hoover Commission. Specifically requested 
was an estimate of savings resulting from the activation of reorganiza- 
tion plans submitted to the Congress under the provisions of the 
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Reorganization Act of 1949, which was reported from this committee 
on the recommendation of the President of the United States and of 
the Chairman of the Hoover Commission, and approved by the 
Congress as a basic method of expediting action on various of the 
Hoover Commission recommendations. The committee also speci- 
fically requested a detailed estimate of savings that would follow the 
enactment of all the recommendations of the Hoover Commission. 
In his response to this request, the Director of the Bureau of the 
Budget stated that he had ‘‘no choice but to advise you, with regard 
to the fourth item in your request that it is impossible to furnish the 
committee with ‘a detailed estimate relative to the estimated savings 
that would follow the enactment of the remaining recommendations 
of the Hoover Commission.’ ’”’ The Director did, however, include in 
his letter indicated savings which he described as illustrative as to the 
type of administrative accomplishments made in recent years, some 
of which might be attributed to reorganizations proposed by the 
Hoover Commission. ‘The majority of them were stated to have been 
accomplished under the President’s management program. ‘The illus- 
trations cited in the Director's letter involved estimated savings total- 
ing approximately $33,473 ,000.? 
The Citizens C ommittee for the Hoover Report then issued a release 
reasserting its oft-repeated, but always varying, claim to the effect 
that “$4 billion per year in eventual economies will accrue to American 
taxpayers as a direct result of the work of the bipartisan Hoover Com- 
mission.’”’ This estimate was based on the premise that a total of 
70 percent of the Hoover Commission’s recommendations had been 
approved and enacted into law. The Citizens Committee then stated 
that, although eventual annual economies would aggregate $4 billion, 
“preliminary surveys showed that identifiable economies of $1,244,- 
600,000 are now being realized,’ ’ attributing $800 million of such 
savings to the economies effected in the National Military Establish- 
ment. The Citizens Committee failed to specify the basis for such 
estimates, and submitted no facts to substantiate its claims that 
savings of $800 million in the military and more than $400 million 
in other reorganizations were related to specific Hoover Commission 
recommendations. Nor did the Citizens Committee offer any support 
for its claim that eventual annual savings would aggregate $4 billion. 
Many of the reforms proposed by the Hoover Commission have 
been pending before the Congress in various forms for a number of 
years. The Hoover Commission studies served to focus public atten- 
tion upon the many deficiencies in the operations of the Federal pro- 
grams which the Congress had been unable to correct because of the 
lack of any general or united support. The tremendous growth of 
government, and the need for improvements throughout its entire 
structure, was emphasized, and necessary reorganizations have taken 
place which would not have been possible otherwise. Finally, the 
specific remedies proposed for the improvement of government 
compelled the Congress to meet the challenge. In the 3 years since 
the submission of the reports, a legislative program for reorganization 
of the Federal Government has been approved which has helped to 
bring about very worth-while progress. Had it not been for these 
reports many desirable reorganizations, effected during the past 3 
years, would still be a group of indefinite and disconnec ted proposals 


2 A copy of this report from the Director of the Bureau of the Budget, with a chronology of estimates of 
Hoover Commission savings, is included in appendix A of this report. 
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before the committees, and constituting unfinished business on the 
legislative calendars of the Congress. 

The Hoover Commission reports indicate the value of independent 
bipartisan commissions in developing facts and submitting recom- 
mendations to the Congress for appropriate action, based on studies 
of national problems by qualified and public-spirited citizens of the 
Nation. In fact, the Hoover Commission itself recognized the value 
of such independent studies and recommended that similar fact- 
finding commissions be created in the fields of overseas activities and 
intergovernmental relations, which in their view were of such wide 
magnitude and importance as to warrant studies by special commis- 
sions. In this way public attention is focused on the deficiencies of 
existing programs and the Congress provided with the essential facts 
on which to initiate legislation to effect desirable improvements in 
these fields. 

Although this report sets out many instances where differences of 
opinion have developed as to the effect of proposed reorganizations on 
basic programs, it also points up many areas where other differences 
have been resolved. The fact that Congress has, up to the present 
time, failed to take action on a particular proposal does not neces- 
sarily mean that these recommendations will not be given continuing 
consideration in the future. The Congress has constantly given con- 
sideration to the numerous reports dealing with Federal reorgani- 
zations which have been submitted by various study groups over the 
past 40 years, taking action, from time to time, where hearings and 
supporting evidence established the soundness of recommendations 
for certain reorganizations. None of these reports were as compre- 
hensive and extensive as those submitted by the Hoover Commission, 
however, and there can be little doubt that the Hoover reports will 
provide a solid foundation for other reorganization measures which 
will be continually studied and resubmitted at various intervals. 
Whenever they present proper and feasible solutions to existing 
problems, appropriate action will be taken to implement the remaining 
recommendations in line with basic legislative policies as then deter- 
mined. This does not mean that the C ongress will accept literally all 
recommendations of the Hoover Commission. It does indicate, 
however, that studies will be continued in an effort to solve the prob- 
lems developed by the Commission in a manner the Congress con- 
siders to be in the best interest of all the people. 

This report, prepared by the staff, is herewith submitted for the 
information of the Senate. It illustrates clearly the tremendous 
interest manifested by the Congress and the vast amount of time 
and effort devoted to the consideration of the Hoover Commission’s 
recommendations. The report covers action on nearly 100 separate 
bills and resolutions filed in the House and Senate out of more than 
400 such legislative proposals introduced during the Eighty-first and 

dighty-second Congresses, many of which were identical or differed 
slightly from others. The report also covers action on 41 reorgani- 
zation plans submitted to the Congress by the President, under 
authority granted to him by the Reorganization Act of 1949, 30 of 
which were permitted to go into effect. Of the 11 remaining reorgani- 
zation plans, 2 were duplicate plans originally rejected, though later 
approved with modifications to meet Senate objections, and 8 were 
disapproved by the Senate and 1 by the House. All of the nine 
disapproved plans involved serious questions of policy which directly 
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affected the jurisdiction of the legislative branch, and were not 
considered to be proposals for structural reorganizations or adminis- 
trative reforms based specifically on Hoover Commission recommenda- 
tions.® 


SUMMATION 


In summing up the legislative and administrative actions which 
have been taken to implement the recommendations of the Hoover 
Commission, it was found necessary to make arbitrary determinations 
relative to many of them that are very broad and indefinite or too 
general in their application. In some instances, legislative actions 
proposed to effect reorganizations recommended by the Commission 
incorporated one or more of its proposals, some of which were dupli- 
cated in more than one of the reports. In other instances pointed up 
in the analyses of the reports that follow, the adoption of certain 
specific proposals might have resulted in a serious adverse impact on 
legislative programs formulated to serve the public interest. Such a 
result would have far outw eighed any advantages that might have 
accrued from the reorganizations proposed, and their approval by 
the Congress would have defeated other primary objectives of the 
Commission. 

Since it was incumbent on the Congress to give adequate consider- 
ation to policy determinations and to the effect which legislative 
actions might have on existing programs formulated in the public 
interest, each of the legislative proposals advanced by the Com- 
mission has been thoroughly analyzed from that approach, and, 1 
many instances, rejected under normal legislative procedures. For 
the purpose of this report, these types of recommendations, which 
have been given careful Senate consideration, have been classified 
as having been fully acted upon, ‘although they failed of approval. 
The simplest solution, in evaluating reorganization accomplishments 
as a result of the Hoover Commission reports, would have been to 
exclude entirely from all calculations any recommendations which 
invaded the policy field. This formula, however, would have heavily 
penalized the record achieved both by the legislative and executive 
branches of the Government as a result of the studies made by the 
Hoover Commission. 

A number of the analyses contain comments which may be con- 
strued to question the authority of the Hoover Commission to enter 
into matters of policy primarily within the jurisdiction of the legis- 
lative branch rather than the executive branch. The Commission 
recognized the difficulty of separating policy from reorganization in 
many of its reports, and stated in its concluding report that it had ‘not 
been concerned with matters of substantive policy” as a matter of 
principle. This summation is based on the premise that the recom- 
mendations of the Hoover Commission were presented merely as 
suggestions to the Congress relative to desirable actions, looking toward 
improvement in the “structure and organization of the executive 
branch and the administration of Federal programs. The Congress, 
as has been emphasized in the Chairman’s introductory comments, 
has the continuing obligation of fully analyzing these recommendations, 
It must, however, exercise its constititional authority of determining 
substantive policy and, after a full analysis of the recommendations, 


* See appendix B for details of action on reorganization plans. 
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of legislating in a manner which it considers to be in the public inter- 
est. It is, therefore, clear that the final decision as to whether recom- 
mendations of the Hoover Commission are to be accepted or rejected 
as legislative policy rests upon the Congress. Once direct or indirect 
action has been taken, the proposals are disposed of in one form or 
another, although they may be reconsidered in the future by the 
Congress. For the purposes of this report, action has been taken, and 
some disposition has been made of those recommendations. 

Comments of members of the Hoover Commission on reports which 
dealt primarily with legislative policy serve to bear out this premise. 
An illustration is found in the dissenting views of Vice Chairman Dean 
Acheson relative to the proposal to integrate the Indians. He stated 
that— 

The Commission goes beyond these recommendations for reorganization and 
improved efficiency and outlines objectives and purposes. * * * These 
recommendations seem to me beyond our jurisdiction. If they are said to fall 
within it because they abolish functions of the executive branch, it is equally true 
that they change substantive legislative policy established by the legislative 
branch. We have neither the right nor the duty to enter this field. On occasion, 
common sense may tell us not to draw too fine a line. 

Vice Chairman Acheson and Commissioner Forrestal further 
dissented in regard to recommendations in the report on Federal- 
State relations, as follows: 

This report seems to us to exceed the jurisdiction of a Commission created to 


make recommendations regarding the spiniiaatiot of the executive branch, 
Both the report and the recommendations contained in it have little to do with the 
organization or even the functions of the executive machinery of the Federal 
Governmert. They are concerned chiefly with taxation, grants-in-aid, and 
other matters primarily in the realm of legislative policy. As a consequence, 
we are unable to join in this report or to express any view as to the merits of the 
conclusions of the majority of the Comntfission. 


In a strong dissent filed by Commissioners McClellan and Manasco, 
with reference to the proposed transfer of the civil functions of the 
Corps of Engineers to the Department of the Interior, a somewhat 
similar view was expressed, which need not be confined to this partic- 
ular recommendation but which may be applied to many other 
similar recommendations, as follows: 


We are strongly in favor of effective recorganization in the executive branch 
of the Government, but we cannot agree to or silently acquiesce in plans and 
proposals that concentrate in one agency unprecedented powers that could well 
be used to promote unsound policies and greater inefficiency than we can hope to 
correct. by any reorganization now being attempted, 

Moreover, minority protests were undoubtedly paralleled by an 
unknown number of instances wherein the minority disagreed with 
the majority on proposed policy changes but, despite well-founded 
doubts, refrained from submitting further dissenting views. This 
was due primarily to a desire to avoid weake ning the effect on the 
public of the Hoover Commission recommendations generally, be- 
cause of too many differences and protests, as borne out by the reserva- 
tions of Commissioners McClellan and Manasco to a proposal in the 
report on budgeting and accounting. After pointing out specific ob- 
jections to the majority report, these Commissioners stated: 

We have been reluctant to present minority views, preferring to be in the posi- 
tion of supporting and facilitating action on the Commission’s recommendations. 


But when the Commission goes afield of its jurisdiction and makes recommenda- 
tions and attempts changes in an agency of the Congress, we are compelled to 
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dissent. The majority contends that there is no inherent conflict, but the adop- 
tion of its recommendations would require legislation transferring the function of 
prescribing administrative appropriation and fund accounting systems from the 
General Accounting Office to the Treasury Department. We do not believe the 
Congress will consent to the stripping of its agency of effective authority over ac- 
counting systems. A similar proposal was a major factor in bringing about the 
defeat of the entire reorganization program in 1937. This renewed effort to have 
the Congress shirk its constitutional duty and relinquish its authority over public 
expenditures to the executive branch of the Government by transferring general 
accounting functions from its own agency to an office in the executive branch may 
again adversely affect the entire reorganization program. 

In the summaries which follow, the staff has classified as positive 
action legislative consideration of Hoover Commission proposals, even 
though the specific recommendations of the Commission may not 
have been approved. These determinations were based on the prem- 
ise that Congress has carried out its responsibilities and exercised its 
judgment regarding basic policy determinations, and has acted in 
what it considers to be the best public interest. 

Report No. 1—General management of the executive branch.—Legisla- 
tion dealing with many of the recommendations in this report was con- 
sidered by the Congress, from the standpoint of activating all recom- 
mendations dealing with improvement of administrative procedures, 
on the general premise set forth in this report, and under specific dupli- 
cating recommendations contained in reports applying to specific 
agencies. Appraisal of all actions taken indic “ates that this report has 
been fully implemented to the extent that the ¢ Congress determined it 
was in accord with the public interest. In arriving at this conclusion, 
it is necessary to disregard conflicting recommendations, such as the 
specific organization proposed for the Executive Office of the President 
contrary to the general recommendation, also included in the report on 
general management, that heads of agencies should have authority to 
organize and control agency activities. Many of the recommenda- 
tions were repeated in other reports, some of which have been applied 
to all but a few agencies. Where these specific recommendations have 
not been activated, comments are made on the deviations in the re- 
ports on the respective agency. To avoid duplication, they have been 
considered to have been carried into effect as far as this report is con- 
cerned. 

Report No. 2—Personnel management.—The recommendations in 
this report have been considered by various committees of Congress 
in all their aspects, and, where consistent with legislative policy or 
considered not to be disruptive of other phases of established policies 
governing the rules and regulations of the classified civil service, have 
been acted upon in various degrees. While many of the specific rec- 
ommendations of the Hoover Commission have not been implemented, 
as proposed, the substantive committees of the Congress have given 
them appropriate consideration and, in some instances, initiated steps 
designed to develop further facts before final action can be taken to 
conform to the objectives set forth. The intent and purport of this 
report, therefore, has been either fully activated or is in process of 
study for future consideration and action by the Congress. 

Report No. 3—Office of General Services.—This report has been 
fully activated by legislative action, except for the proposal to trans- 
fer to the Administrator of General Services administrative control 
over certain independent agencies in the District of Columbia. The 
legislative committees de ‘termined that these agencies should have an 
independent status at the time they were created, and the Congress 
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has confirmed this view. Furthermore, it was found that the func- 
tions of these agencies are unrelated to the operations of the General 
Services Administration, and the proposed transfers would not accom- 
plish any of the general objectives set forth by the Commission. 

Report No. 4—Post Office Department.—Three recommendations in 
this report have not been fully implemented as they relate to (1) air- 
mail transportation subsidies, (2) appointment of postmasters by the 
Postmaster General, and (3) the decentralization of postal services to 
15 regional and district offices. The first of these was approved by 
the Senate, in a form which deviated from Hoover Commission rec- 
ommendations, but the House took no action on the Senate bill. 
The second was rejected by the Senate as not being in the public inter- 
est, and the third was found to be impractical of administration. <A fur- 
ther slight deviation, considered here as full activation since the spe- 
cific proposal was not consistent with other recommendations, was the 
authorization for the appointment of a Deputy Postmaster General 
responsible directly to the Postmaster General, instead of creating an 
independent office of Director of Posts. Under the formula upon 
which this evaluation is based, complete action has been taken on 
all the recommendations of the Commission in this report. 

Report No. 5—Foreign Affairs.—Complete and extensive actions 
have been initiated and consummated by the Congress and the 
Department of State in carrying out the recommendations contained 
in this report, providing primarily for the re organization of the Depart- 
ment of State. In line with the Hoover Commission’s findings, the 
Congress, after carefully evaluating its findings and recommendations, 
took action on the premise established by the Commission in this 
report—that the recommendations were intended to serve only as 
cuideposts for the future. The only recommendation in this report 
which has not been fully carried into effect relates to the amalgama- 
tion of departmental and Foreign Service personnel. This recommen- 
dation has been given extended study and is now in process of full 
implementation. 

Report No. 6—Department of Agriculture —The Senate Committee 
on Government Operations has given extended consideration to the 
recommendations in this report, and has proposed legislation to imple- 
ment them. A number of administrative actions have been taken by 
the Secretary of Agriculture to carry out internal reorganizations of 
the Department, within his statutory authority, but no direct and final 
legislative action has been taken to effectuate those recommendations 
which are beyond the authority of the Secretary. Considerable 
progress has been made, however, in the drafting of appropriate legis- 
lation for consideration by the next Congress as set forth in the detailed 
analysis of this report. 

It is therefore difficult to evaluate the action of the Congress upon 
this report, but analysis indicates that all 16 of the recommendations 
have received full legislative consideration. Two of the recommenda- 
tions have been effectuated, seven tentatively approved in com- 
mittee, and seven rejected as substantive policy proposals. In view of 
the tremendous amount of study that has gone into proposed legisla- 
tion for reorganizations within the Department, these cone lusions do 
not acc urately reflect either the amount of work done or the extent of 
the progress made toward implementation of the report. 

Report No. 7—Budgeting and Accounting —This report has been 
fully activated by the Congress, with the exception of two recommen- 
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dations—the creation of an Accountant General in the Department of 
the Treasury, and providing for a complete survey of the appropriation 
structure. The first of these recommendations was repeated verbatim 
in Report No. 11 on the Department of the Treasury. As has been 
set forth in complete detail in the analysis of this report, this proposal 
is perhaps the most direct invasion of legislative prerogatives of any 
that is contained in the Hoover Commission reports. The recommen- 
dation nevertheless has been fully reviewed on the basis presented by 
the Commission, and rejected as being contrary to legislative policies 
established in the public interest. The second relates entirely to the 
improvement of the fiscal structure of the legislative branch. Since 
these proposals are not reorganizations in the sense envisioned by the 
Congress when the Hoover Commission was established, the report 
may be considered to be completely implemented. 

Report No. 8—National Security Organization.—Except for slight 

variations necessary to conform to legislative policy determinations 

a to meet administrative problems outlined by the Secretary of 
Defense, all the recommendations of the Commission in this report 
have been fully activated. The proposals for improvement in and 
better integration of procurement, cataloging, and warehousing pro- 
grams, although fully acted upon by the Congress, requires further 
administrative implementation. 

Report No. 9—Veterans’ Affairs.—Except for certain administrative 
changes made by the Administrator, under authority already vested in 
him, action on this report was deferred pending submission and analy- 
sis of a man: igement survey of the Veterans’ Administration authorized 
by the President. This survey will supersede the Hoover Commis- 
sion’s report, which will have been given consideration by the manage- 
ment firm in connection with its study of the Veterans’ Administration, 
and will be ready for consideration and action in the next Congress. 
The scope of the activities of the Veterans’ Administration is so broad 
and so clearly tied in with other recommendations contained in the 
reports on medical activities and on the Department of the Interior, 
that the Congress postponed any attempt to enact legislation in this 
field until it was supplied with essential information developed by the 
more extensive management survey. 

Report No. 10—Department of Commerce .— Some of the recommenda- 
tions in this report involve highly controversial issues and are in con- 
flict with existing legislative policy through the proposal of entirely 
different basic programs. The rec ommendations affec ting the internal 
management and administration of the Department have been ap- 
proved, as have certain transfers. The proposed transfers and changes 
in inter-departmental operations still require further study and action 
on the part of appropriate jurisdictional committees. These recom- 
mendations would, if approved as proposed, have changed basic legisla- 
tive policies dealing with extensive operations of the Department 
which have been given repeated consideration by the appropriate 
committees of the Congress. Although many of them still await 
final decisions on the part of the jurisdic tional committees, considera- 
tion has been given to them, and action taken, whether favorable or 
unfavorable. 

Report No. 11—Department of the Treasury.—The Congress has ap- 
proved legislation which would bring about major changes and 
strengthen the administrative programs in the Department of the 
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Treasury in line with the recommendations of the Hoover Commission 
This action constitutes 100 percent action under the prescribed 
formula. All of the five transfers proposed by the Commission to 
and from the Department have been rejected as being not in the 
public interest. These transfers would have changed the basic 
functions of the Coast Guard, the Bureau of Narcotics, the Recon- 
struction Finance Corporation, the Export-Import Bank, and the 
Federal Deposit Insurance Corporation in a manner contrary to policy 
determinations of the Congress. Also, the duplicating proposal to 
establish an Accountant General in the Department of the Treasury, 
and the recommendation relative to the appointment of collectors of 
customs by the Secretary were also rejected by the Congress on policy V 
grounds. The basic problems set forth in this re port were recognized 
by the Hoover Commission, which stated that it was not setting 
“a hard and fast rule of organization” for the Department. 

Report No. 12—-Re gulatory Commissions.__All of the recommenda- 
tions in this report have received close and detailed study by the Con- 
gress. Some of the recommendations rejected by the Senate in the 
Kighty-first Congress were reconsidered in general legislative pro- 
posals introduced in the Eighty-second Congress for the purpose of 
effectuating recommendations which had previously been rejected. 
Therefore, each of the recommendations contained in this report has 
been given careful consideration under two separate approac thes, and 
the Senate has completed action on all of them. The reorganization 
plans rejected were in conflict with recent policy determinations made 
by the Congress. Their disapproval, after careful consideration, 
must be considered as legislative action. The only remaining actions, 
which’ affected more than one agency, involved approximately 10 per- 
cent of the recommendations, and were contained in a bill passed by) 
the Senate. However, since the Senate bill was not approved by the 
House, these proposals must be considered to have failed of favorable 
consideration by the Congress. On this basis, the remaining 90 
percent of the recommendations in this report, having received 
detailed consideration, may be considered to have been acted upon. 

Report No. 13—Department of Labor—All the recommendations in 
this report have been carried into effect, insofar as they are not in 
conflict with programs which had been established in the publie in- 
terest, and which were consistent with circumstances that have 
developed since the submission of the Hoover report. The recom- 
mendations relating to general management, and many of the pro- 
posed transfers recommended with a view to strengthening the De- 
partment, have been fully effectuated. The proposed transfer of the 
functions of the Selective Service System to the Department, although 
having considerable merit when that agency performed merely 
routine, record-keeping functions, and of the Federal Maritime Board 
relating to the determination of minimum wages on privately-owned 
vessels, were found to be inadvisable under present conditions. 

Report No. 14 Department of the Intervwor.—This highly contro- 
versial report, on which the Commission divided, has been considered 
by committees of the ¢ ongress. P roposed imple menting legislation 
was held to affect adversely programs vital to the national security, 
and decisions were reached to the effect that approval would be 
against the best interests of the Nation. Therefore, although the 
Congress approved recommendations designed to improve internal 
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administration of the Department, repeated in the report on general 
management, and certain of the recommended transfers were accom- 
plished either by reorganization plan or by direct legislative action, 
other major recommendations in this report have been completely 
rejected by the Congress. These sections of the report have been 
under study by the Congress over an extended period of years, and 
“— require further analysis and appraisal before final determinations 

‘an be made. In view of the fact that those recommendations on 
aia no final action has been taken involve vital legislative policy 
problems and determinations, it is the view of the staff that the report 
on the Department of the Interior has been carried out to the extent 
acceptable to the Congress. 

Report No. 15—Social Security, Education, and Indian Affairs. 
The recommendations in this report were considered by the Congress 
under several separate proposals dealing with various aspects of the 
many problems involved. Some of the recommendations overlap 
into other areas covered by the Hoover Commission in its reports on 
medical activities and the Department of the Interior. Proposals set 
forth in this report have been repeatedly rejected by the Congress. 
These were submitted prior to the creation of the Hoover Commission, 
at which time action was withheld until other determinations in the 
areas of health, security, and related problems could be resolved 
The recommendations in this report did not overcome the previous 
objections of the Congress, and an analysis of the Commission’s 
proposals in relation to previous determinations has carried out the 
full purport and intent of this report. The elevation of the Federal 
Security Agency to departmental status has long been an objective of 
the Congress, and reevaluation of the proposal will be a continuing 
function for the legislative branch of the Government. 

Report No. 16—Medical Activities-—The recommendations in this 
report involve legislative policy of a highly controversial nature. The 
entire subject matter was considered by the Congress and, although 
no direct legislative action was taken on the major sections of the 
report and important aspects were rejected, further consideration is 
assured. A substitute measure for the implementation of the pro- 
posals and objectives of the Commission has been tentatively approved 
in committee, and will provide the basis for further study with a view 
to adopting appropriate safeguards to assure that medical programs 
will continue to be administered in the public interest by the various 
agencies. Although these proposals have received extended study by 
the Congress, positive legislative action has not resulted. 

Report No. 17—Federal Business Enterprises.—F ull implementation 
of the broad coverage of this report would have required the Congress 
to revise practically all Federal policies and programs in the banking, 
insurance, housing, and other areas dealing with vast industries and 
resources. Many of the recommendations were repeated in other 
reports of the Commission and, although a number of actions have 


been taken which conform directly or indirectly to some of the prem- 
ises set forth, their full activation by legislative processes is very diffi- 
cult and, in many instances, impractical without revising many of 
the basic legislative policies established by the Congress. To fully 
evaluate all actions taken in conformity with the recommendations 
in this report would require a detailed appraisal of ali legislation 
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affecting the various agencies whose programs were involved. There- 
fore, the only assumption as regards implementation would appear to 
be that the purpose of this report, of stimulating legislative action as 
opportunities permit looking toward the elimination of deficiencies 
that have developed in the operations of these programs, has been 
accomplished. 

Report No. 18, Part 1—Overseas Administration.—The recommen- 
dation of the Commission in this report, that the Congress direct a 
comprehensive study to be made of the entire problem of overseas 
operation and administration, was approved by the Senate in both the 
Eighty-first and Eighty-second Congresses. he House of Represent- 
atives failed to act in the Eighty-first Congress, and the implementing 
legislation was recalled from the House on the motion of one Senator 
and restored to the Senate Calendar under ‘Motions to Reconsider” 
in the Eighty-second Congress. It will be necessary to reevaluate 
this recommendation in the new Congress, in the light of present con- 
ditions, and to resubmit the proposal to create a commission, or, in 
lieu thereof, to pass legislation integrating all overseas activities as 
may be determined by the normal legislative processes along the gen- 
eral lines recommended by the staff, as set forth in detail under com- 
ments on this report. 

Report No. 18, Part 2—Federal-State Relations.—The recommenda- 
tions in this report were in the nature of suggestions to the Congress 
relative to solutions to major problems involved in Federal-State rela- 
tions, including the creation of a continuing Commission on Federal- 
State Relations, authorized to make a study of the problems involved 
and to submit recommendations for legislative action designed to 
accomplish the objectives set forth. The Committee on Government 
Operations reported bills in both the Eighty-first and Eighty-second 
Congresses to create such a commission on a temporary, bipartisan 
basis, subject to further determination of the Congress as to its con- 
tinuation. The bill, reported favorably in the Eighty-first Congress, 
failed of passage due to the objection of a single Senator. A similar 
bill passed the Eighty-second Congress, but_was recalled on the mo- 
tion of a Senator and placed on the Senate Calendar under ‘Motions 
to Reconsider.” This, like the proposal outlined under part 1 of this 
report, will require initiation of new legislation in the Kighty-third 
Congress. 

Report No. 18, Part 3—Federal Research.—The two recommenda- 
tions in this report have been fully implemented by the creation of a 
National Science Foundation, and the establishment in the Depart- 
ment of Commerce of a clearing house for the collection, dissemination, 
and exchange of technological, scientific, and engineering information 
useful to business and industry, and the transmission of information 
of military value to the Department of Defense. 

Concluding report.—This report sums up basic proposals of the 
Hoover Commission reports. It contains certain recommendations 
for transfers which, because of provisions in the basic statutes or 
because the agencies affected were later abolished, made action 
unnecessary. It repeats recommendations which are contained in its 
basic reports, for numerous congressional studies and surveys of 
national problems in various areas of Federal operations, which have 
been covered in detail in comments on other reports. 
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CONCLUSIONS 


This summary indicates that, except for approximately 10 percent 
of the recommendations contained in the reports on regulatory com- 
missions, the Department of Agriculture, veterans’ affairs, medical 
activities, overseas administration, and Federal-State relations, all 
the Hoover Commission’s recommendations, when found not to di- 
rectly oppose established legislative policies, have received the full 
consideration of the Congress, with some resultant legislative action, 
whether favorable or unfavorable. In each of the reports cited, how- 
ever, committees of the Congress have held hearings, executive ses- 
sions and, in some instances, drawn up revised bills. In others the 
Senate has taken positive action. <A fair appraisal of legislative prog- 
ress must, therefore, give some weight to the elimination of the need 
for further extensive hearings, and in the preparation of implementing 
bills to bring about immediate committee action in the new Congress. 
When consideration is given to these facts, an evaluation of legislative 
accomplishment is considerably increased. 

The Hoover Commission made a total of 281 specific recommenda- 
tions in all of its reports. Excluding duplications, and considering 
interim actions of the committees of Congress as set forth in the pre- 
ceding paragraph, it is estimated that 90 percent of all of the recom- 
mendations have been fully evaluated and have received direct action 
by the Congress or its committees, and legislative determinations 
applied thereto. The remaining 10 percent, or 28 recommendations, 
which will require further action by the Congress, if adequate con- 
sideration is to be given to them, are as follows: 14 recommendations 
affecting the Department of Agriculture, 4 relating to the Veterans’ 
Administration, 5 in the report on medical activities, 2 on regulatory 
agencies, and single recommendations in each of the reports on budget- 
ing and accounting, Overseas activities, and Federal-State relations. 
The Senate has already taken positive action on the latter four (S. 1139, 
5. 913, S. 1166, and 8S. 1146, 82d Cong.), but reconsideration will be 
necessary in the new Congress since the House did not act. All of 
these 28 recommendations, although they do not come within the 
scope of direct action set forth in the premise outlined in this sum- 
mation, have been considered and, in some instances, tentatively 
approved by committees of Congress. The sole exception is the 
report on veterans’ affairs, which has been deferred pending an analy- 
sis of the management survey recently submitted for congressional 
study. 


Report No. 1—GeNnNERAL MANAGEMENT OF THE EXECUTIVE BRANCH 


This report consists of 27 recommendations dealing with the “es- 


sentials of effective organization of the executive branch” of the 
Government. Among these, 11 applied directly to the powers of the 
President, and were intended to strengthen the Executive Office of 
the President. 

One of the latter recommendations specifically stated that ‘The 
President should not be prevented from reorganizing the President’s 
office, and from transferring functions and personnel from one part 
to another.”” Despite that recommendation, the Commission made 
10 other recommendations which were contradictory to this premise. 
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These conflicting reeommendations involved the establishment within 
the Executive Office of an Office of Personnel, a Staff Secretary 1: 
the White House Office, expansion of the Bureau of the Budget, and 
the replacement of the Council of Economic Advisers by an Office of 
Economie Advisor, The remainder dealt with internal policies and 
regulations governing the activities and operations of the Executive 
Office. The recommendations in this group were also at variance 
with the general conclusion of all the Hoover Commission reports 
that the heads of Federal agencies should be vested with full control 
over the organization and operations of their agencies. Action by 
the Congress on these specific proposals would have, therefore, failed 
to grant to the P resident this same general authority and jurisdiction 
over the affairs of the Executive Office as was recommended for other 
agencies. 

Recommendations in this report were carried out by legislative 
action in the Eighty-first Congress which provided for (1) transfer 
of the National Security Council and the National Security Resources 
Board to the Executive Office (Reorganization Plan No. 4 of 1949) 
(2) transfer of functions of the National Security Resources Board to 
the Chairman of the Board, and makes the Board advisory to the 
Chairman, with provision for the appointment of a Vice Chairman by 
the President with Senate confirmation (Reorganization Plan No. 25 
of 1950); (3) expansion of the responsibility of the Public Buildings 

Administre ation in providing space for Federal agencies (Public Laws 
152 and 754, and amendments there to, and Reorganization Pian No. 18 
of 1950); (4) consolidation and decentralization of accounting, budget- 
ing, and personnel services (Public Laws 216, 359, 429, 656, 712, and 
784); and (5) clarification of the line of authority of the President and 
permitting him to delegate certain functions (Public Law 673). 

The remaining 12 recommendations dealt with general reorganiza- 
tion proposals which were acted upon by the Congress. They conform 
to duplicate recommendations with respect to specific departments or 
agencies in the reports dealing with those agencies. Among these 
were recommendations (1) that agencies should be grouped into major- 
purpose departments (bureaus grouped as nearly as possible by major 
purposes), and (2) that the heads of all departments should be pro- 
vided with adequate staff assistance, and vested with full responsi- 
bility under the President for administrative supervision and control 
over internal procedures as well as to effect reorganizations within the 
various agencies. Practically every agency of the Government was 
affected by these general recommendations, and numerous actions 
have been taken, both administrative and legislative, to carry them 
into effect by various methods. Some have been fully effectuated, 
while others were rejected partially or wholly by the Congress under 
reorganization plans submitted by the President, or by disapproval of 
bills introduced for the purpose of carrying into effect these programs 
as they related to specific departments and agencies. In most 
instances, rejection by the Congress was based primarily on the fact 
that implementation of certain of these recommendations would have 
been contrary to established legislative policy. The major agencies 
coming within this latter category were the Department of Agri- 
culture, the Federal Security Agency, the Federal Communications 
Commission, the Interstate Commerce Commission, and the National 
Labor Relations Board. 
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Legislation was approved by the Congress carrying into effect 
gene ral ms inagement recommendations as they applied to the Depart- 
ments of Defense and State, and to the General Services Administra- 
tion. These acts also incorporated recommendations which were 
duplicated in the reports applying specifically to these agencies. In 
addition, the President submitted, and the Congress approved, 
reorganization plans incorporating recommendations covered in this 
report, affecting the Post Office Department (No. 3 of 1949), the Civil 
Service Commission (No. 5 of 1949), the United States Maritime 
Commission (No. 6 of 1949), the Department of Justice (No. 2 of 
1950), the Department of the Interior (No. 3 of 1950), Department of 
Commerce (No. 5 of 1950), the Department of Labor (No. 6 of 1956), 
the Department of the Treasury (No. 26 of 1950), the Federal Trade 
Commission (No. 8 of 1950), the Federal Power Commission (No. 9 
of 1950), the Securities and Exchange Commission (No. 10 of 1950), 
the Civil Aeronautics Board (No. 13 of 1950), the Reconstruction 
Finance Corporation (No. 1 of 1951), and the Bureau of Internal 
Revenue (No. 1 of 1952). Except as to the Department of Justice, 
on which no separate report was filed, actions taken on these plans 
applied to specific recommendations repeated in the reports on the 
respective Departments, and in the report on regulatory commissions. 

Reorganization Plan No. 4 of 1950, and a bill, S. 1149, introduced 
in the Eighty-second Congress, would have carried out all of the recom- 
mendations of the Hoover Commission in its report on the Department 
of Agriculture. If approved by the Congress, they would have vested 
all of the functions of the Department in the Secretary. Both pro- 
posals were contrary, however, to determinations by the Congress over 
a period of many years. Since the creation of the De :partme nt, the 
Congress has established certain statutory agencies within it, with 
authority to carry on specific programs more or less independent of 
other programs which, in the opinion of the legislative body, might 
have conflicted with the intent of the Congress or the proper adminis- 
tration of these functions. The committee, therefore, instructed its 
staff to draft appropriate legislation to implement those recommenda- 
tions of the Hoover Commission which would tend to promote better 
program coordination and bring about increased economy and effi- 
ciency within the Department of Agriculture without in any way 
destroying the functional stucture established by statute. After 
full consideration of the revised committee bill, it was the opinion of 
the committee that the proposed legislation indirectly involved major 
problems of policy of such magnitude that it would be inadvisable to 
recommend final action to the Congress until the jurisdictional com- 
mittees of the House and Senate had had full opportunity to evaluate 
the effects of the proposed bill on the national agricultural program. 
The bill was, therefore, submitted to these committees for considera- 
tion with a request for advice as to appropriate changes designed to 
make it conform to legislative policy. 

In considering reorganization of the Federal Security Agency, and 
the vesting of functions of that Agency in the Administrator, as 
recommended by the Hoover Commission, a number of proposals were 
taken up in the Congress. This committee gave consideration to two 
separate reorganization plans (No. 1 of 1949 and No. 27 of 1950), which 
would have raised the status of the Federal Security Agency to a 


‘See Rept. No. 6, Department of Agriculture, for full details, 
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Cabinet department and vested all of its functions in the Secretary.® 
Consideration was also given to a bill (S. 1140, 82d Cong.) providing 
for the consolidation of Federal medical activities into a Department 
of Health. All the proposals developing these recommendations were 
rejected, either by this or other committees, or by the Senate, because 
the effect of these measures would have been contrary to established 
legislative policy, and because their approval might result in greater 
emphasis being placed on substantive policy than on organization 
and administration. ‘The committee also found that the enactment 
of the proposals relating to medical activities would have completely 
disrupted existing legislative programs designed primarily to promote 
medical research under public-hes alth programs, as well as those 
providing for military and veterans’ hospitalization. anete serv- 
ices were gradually established over a period of many years by the 
Congress, ‘after the organizational structure sceaiiniak by the 
Hoover Commission, as it related to the hospitalization of veterans, 
had been tried with unsatisfactory results. Based on this experience, 
the committee concluded that, while undoubtedly certain economies 
could eventually be effected through the enactment of this legislation, 
its over-all effect would prove detrimental to the public interest. The 
committee was not inclined to recommend legislation which might 
disrupt progress made (a) in the development of Federal medical 
research programs; (6) in providing adequate medical and hospitaliza- 
tion facilities and services to the veterans; or (c) seriously interfere 
with the defense program by impairing the basic principles under- 
lying specialized military medical programs devised to meet exacting 
conditions and emergency re quirements.° 

Similarly, those reorganization plans and related bills which dealt 
with certain of the regulatory agencies—ICC, FCC, and NLRB- 
were rejected by the Congress because their provisions would have 
nullified the legislative de ‘terminations of the Congress in establishing 
these quasi- -judic ‘ial agencies on an independent basis. They were 
established by and made responsible to the legislative branch rather 
than to the executive. Had the plans affecting the ICC (Plan No. 7 
of 1950, S. Rept. No. 1567, 81st Cong.) and the FCC (Plan No. 11 of 
1950, S. Rept. No. 1564, 81st Cong.) been permitted to take effect, 
the Chairman, who is appointed by the President with the consent of 
the Senate, would have been vested with all the administrative func- 
tions under the jurisdiction of such agencies. Through his control 
over the administration, records, and personnel of the agencies, the 
Chairman would be able to put into effect programs to control regu- 
latory functions in alinement with executive or political policies, con- 
trary to the intent of the Congress and possibly detrimental to the 
public interest. 

In the case of the National Labor Relations Board, the President 
submitted a reorganization plan (Plan No. 12 of 1950) which, accord- 
ing to its proponents, would have conformed to the Hoover Commis- 
sion’s recommendations for improved management of that agency. 
This plan, in the opinion of both this committee and the Senate, was 
contrary to policy determination previously made by the Congress 
under which important functions of the NLRB were vested in its 
General Counsel for well-considered and specific reasons. Actually, 
instead of reorganizing the NLRB in the sense intended by the Hoover 


+’ See Rept. No. 15 on social security, education, and Indian affairs. 
6 See Rept. No. 16 on medical activities, for further details. 
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Commission, the plan would have effected a change in that agency’s 
entire method of operation. Furthermore, it might have afforded the 
President political control over its operations by means of the indirect 
control exercised by him through the appointment of the Chairman 
(S. Rept. No. 1516, 81st Cong.). 

The Senate therefore rejected reorganization plans affecting these 
agencies on the basis that they were neither reorganizations, nor within 
the scope of the authority granted to the Hoover Commission. It was 
the view of the committee, that, if changes in the methods of operation 
of these regulatory commissions were desirable, they should be accom- 
plished under the normal legislative procedures and not be put into 
effect through a temporary medium (the Reorganization Act of 1949) 
in the name of governmental reorganization.’ 

Another general recommendation of the Hoover Commission in this 
report suggested the establishment of a standard nomenclature. This 
program was not new, having been initiated by this committee prior 
to the establishment of the Hoover Commission (S. Rept. No. 243, 
80th Cong.). Since then, the committee has continued to exert every 
effort to improve the uniformity of organizational terminology for all 
agencies of the Government. ‘It was, therefore, considered ‘that this 
recommendation was fully activated and largely implemented, to all 
practical purposes, even before it was included in the Hoover report.® 

The Hoover Commission also recommended the reduction of 65 
departments and nonregulatory agencies by two-thirds, through con- 
solidation, the issuance of general regulations providing for the pooling 
of certain administrative services, for strengthening and standardizing 
field reports, and the improvement of field inspection and relations 
with State and local officials. All of these recommendations have been 
carefully considered, as set forth in the appraisal of actions taken on 
each of the Hoover Commission reports. Some have been imple- 
mented fully; others only partially where appropriate. It appears 
clear, however, that implementation of these general proposals must 
be considered as a continuing process, always open to reappraisal and 
reexamination, with a view to effecting further improvements as 
conditions require. 

In order to insure that a complete review of the actions taken on 
recommendations contained in this report on general management 
would be undertaken by the Congress, and further actions necessary 
to accomplish their implementation would be fully appraised and con- 
sidered, a bill was drafted by the Citizens Committee for the Hoover 
Report and introduced in the Eighty-second Congress (S. 1134). 
After a complete appraisal of actions already taken, this committee 
concluded that the substance of the report had been fully implemented, 
insofar as it was in accord with legislative policy. This decision 
reflected the assumption that the conflicting recommendations in the 
report relative to the internal organization of the Executive Office of 
the President should be left to the determination of the President of 
the United States. This general conclusion does not mean that each 
Commission recommendation has been fully implemented as to specific 
text, since some of them would require separate actions relating to 
each executive agency. On the other hand, all recommendations have 

7See Rept. No. 12 on regulatory commissions. 
§ See reports and charts on organization of Federal executive departments and agencies, released annually 


by this committee as of January 1, 1947, through January 1, 1952. 
* See 8S. Doe. No. 91, 82d Cong., pp. 3-4. 
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been fully evaluated and analyzed and, where objectives of the Hoover 
Commission could be clearly attained without doing violence to legis- 
lative policy, appropriate actions have been taken. It should be 
noted that 13 of the 27 recommendations in this report are duplicated 
in the various reports of the Commission as set forth in the separate 
analyses of each which follow. 


Report No. 2—PERSONNEL MANAGEMENT 


All bills relating to the implementation of the 29 recommendations 
contained in this report, or dealing with various aspects of the program 
set forth therein, were referred to the Committee on Post Office and 
Civil Service. This committee has given careful and detailed con- 
sideration to each of the recommendations and direct or indirect 
action has been taken in practically every area 

This report involves numerous controversial issues which have been 
the subject of debate in Congress over a period of many years. Should 
the recommendations be adopted, they would establish rigid personnel 
policies applicable to every Federal agency without regard to its 
specialized requirements and methods of recruitment, promotions, re- 
instatements, transfers, etc. The Congress was fully aware of the 
many problems involved in these areas of Federal activity long before 
the Hoover Commission recommendations were submitted. The very 
nature of the many different problems required special consideration 
of every aspect of any program to be implemented by the Congress. 

Virtually every recommendation made by the Commission relative 
to personnel management dealt directly with established legislative 
policy. Numerous hearings have been held on various phases of the 
proposals contained in the report, and the resulting action, in some 
instances, was in direct accord with the Hoover Commission’s recom- 
mendations. In others, slight variations were made, based on facts 
developed at the hearings, and as a result of intimate knowledge of the 
operations of the programs on the part of the members of the com- 
mittee, who have dealt with these matters for many years. Where 
the application of some recommendations was not found to be practical, 
in view of the peculiar problems involved in connection with Federal 
operations under the civil-service system, partial implementation 
was approved. In the latter cases, this does not mean that the Con- 
gress has irrevocably rejected the recommendations, but merely that 
it has deferred final action pending further study and a complete 
evaluation of their effect and impact on the perplexing problems 
involved at various levels of activity. 

In carrying out their responsibilities, the agencies affected and the 
jurisdictional committees made detailed analyses of each Hoover 
Commission recommendation. In many instances legislative or ad- 
ministrative action has resulted in new procedures which can be tied 
into some specific recommendation of the Commission, even though it 
varies from the exact language of that recommendation. It is esti- 
mated that, from a standpoint of realization of the improvement 
of the Federal career service and economies resulting therefrom which 
were the primary objectives of the Hoover Commission recommenda- 
tions, actions have been taken to date which may finally result in 
full accomplishment. Those that have not been fully activated involve 
substantive policies which have been given full consideration, but 
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which will require further study and policy determinations on the part 
of the legislative branch before final action is taken. 

Some of the more important actions based in part on recommenda- 

tions of the Hoover Commission, have brought about (1) complete 
reorganization of the operations of the Civil Service Commission vest- 
ing administrative functions in the Chairman while reserving to the 
full Commission control over deliberative, regulatory, and appellate 
functions (Reorganization Plan No. 5 of 1949); (2) increased compen- 
sation of the President and Vice President (Public Law No 2, 81st 
Cong.); (3) increased salaries of high officials in the Federal Govern- 
ment (Executive Pay Raise Act, Public Law 359, 8ist Cong., and 
Public Law 201, 82d Cong.) ; (4) complete revision of the Classification 
Act of 1923, as amended (Public Law 429, Classification Act of 1949); 
(5) additional professional and scientific positions at increased rates 
of pay (Public Law 167 and Public Law 472, 81st Cong.); (6) a uni- 
form system of salary increases for the postal service (Public Law 500, 
8ist Cong., and Publie Law 204, 82d Cong.); (7) rules and regulations 
for suspension and discharge of Federal personnel (Public Law 733, 
8ist Cong.); (8) to regulate subsistence expenses and mileage allow- 
ances of civilian officers and employees of the Government (Public 
Law 92, 8ist Cong.) ; (9) establishment by the agencies of performance 
rating plans for the evaluation of work performed, including a system 
for rating such evaluations (Public Law 873, 8ist Cong.) ; and (10) Re- 
organization Plan No. 19 of 1950 transferring from the Federal Secu- 
rity Agency to the Department of Labor the Bureau of Employees Com- 
pensation and the Employees Compensation Appeals Board and their 
functions, and the functions of the Federal Security Administrator with 
respect to employees compensation (S. Rept. 1549, 8ist Cong.). In 
addition, a number of amendments incorporating certain aspects 
of Hoover Commission recommendations in this report have been 
included in bills passed by the Congress during both the Eighty-first 
and Eighty-second Congresses. This type of legislative action can 
be carried on continuously as general legislation is considered in the 
future. 

A number of bills were introduced in the Senate which sought to 
tighten up civil-service rules and regulations, so as to provide for a 
so-called blue ribbon civil service. These proposals would have 
required the appointment of all Federal officials under the policy 
level, such as collectors of internal revenue, postmasters, and collectors 
of customs, from eligible lists compiled under civil-service rules and 
regulations, by the heads of the respective agencies rather than by 
the President with Senate confirmation. The submission of reorgani- 
zation plans covering certain aspects of these proposals caused the 
jurisdictional committees to withhold action on these general bills. 

It should also be noted that numerous administrative actions have 
been taken, where legislative authority already exists, carrying into 
effect either the letter or the intent of many Hoover Commission 
recommendations. These actions include: (1) Further delegation of 
authority for recruiting and examining to agencies, exercised through 
Boards of United States Civil Service Examiners; (2) initiation of 
specific promotion programs in agencies as urged by. the President; 
(3) practical programs for developing a corps of able career executives; 
and (4) assistance to the issuance by the Civil Service Commission of 
guides for effective personnel programs. 
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The Hoover Commission’s work on personnel management has 
been most helpful in pin-pointing many of the problems which have 
confronted the Congress in its efforts to improve the career service 
and to bring about more economy and efficiency in personnel opera- 
tions in all agencies of the Federal Government. Although certain 
of its recommendations have not been fully adopted, most of the 
fundamental objectives sought to be accomplished by the Commission 
have been attained. Detailed action is set forth in appendix C of 
this report. 

The problems relating to personnel management must, of their very 
nature, constitute a continuing project before the appropriate com- 
mittees of the Congress in carrying out their legislative responsibilities. 
The Senate and House Committees on Post Office and Civil Service 
are currently conducting extensive investigations and studies into 
possible improvement of the civil service so as ultimately to work out 
solutions to many remaining personnel problems confronting the 
Government. As implementing legislation develops, the Commis- 
sion’s recommendations will be reappraised and previous actions 
reviewed, with a view toward perfecting existing laws and improving 
the rules and regulations of the career service. 


Report No. 3—Orricre OF GENERAL SERVICES—SUPPLY ACTIVITIES 


The Hoover Commission report on General Services submitted 23 
specific recommendations for the centralization and improvement of 
procurement and supply and the records and buildings management 
activities of the Government. With but two exceptions, all of these 
recommendations have been placed in effect by appropriate action of 
the Congress. 

The Commission specifically urged the establishment of an Office 
of General Services as an independent agency responsible to the 
President for the procurement and supply ‘of personal property and 
nonpersonal services. ‘To be included within the new agency were 
certain related functions, such as contracting, inspection, storage, 
issue, specifications, property identification and classification, and 
utilization of property throughout the Government. Actually this 
proposal had previously been given extended consideration in the 
Congress prior to the creation of the Hoover Commission. In 1943, 
the House passed, and the Senate Committee on expenditures in the 
Executive Departments favorably reported a bill (H. R. 2795) de- 
signed to accomplish this reform. Final action on the bill was delayed, 
however, because of the urgent need for legislation covering the dis- 
posal of war surplus during and following World War II. Mean- 
while, the Congress did adopt the Surplus Property Act of 1944, as an 
emergency measure designed to govern the disposal of surplus prop- 
erty for a period of 3 years after the date of cessation of hostilities. 

On March 5, 1948, the President submitted a formal request to the 
Congress, together with a draft of a bill, to establish a central office 
for control of the procurement, supply, and general services functions 
carried on throughout the Government. This message was referred 
to this committee, and beginning on March 31, 1948, hearings were 
held for a period of 4 days, during which time numerous witnesses 
testified and urged the enactment of the proposed administration bill. 
On May 26, 1948, a committee bill (S. 2754) was reported favorably 
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to the Senate (S. Rept. 1413, 80th Cong.), which was designed to bring 
together in one agency centralized responsibility for property and 
buildings management, Government procurement and utilization of 
goods and services. The bill also included provisions governing the 
disposal of surpluses, and for the creation of a uniform cataloging and 
inventory control program. ‘This proposed legislation would have 
consolidated the functions of the Public Buildings Administration, 
the War Assets Administration, and the Bureau of Federal Supply, 
Department of the Treasury, under the then existing Federal Works 
Agency. All such functions would have been vested in the head of 
FWA with authority to redelegate to other agencies when such func- 
tions could thereby be more efficiently and economically administered. 
The provisions of this committee bill were very similar to the Hoover 
Commission’s recommendations. The report of the Commission went 
further, however, and recommended the abolition of the Federal Works 
Agency and the creation of an Office of General Services, which would 
establish a records management program and perform certain other 
functions not included in the original bill. 

After the filing of the Hoover Commission reports, a new administra- 
tion bill (S. 990), and a bill incorporating all the Commission’s recom- 
mendations (S. 991), were introduced in the Senate by Senator 
McClellan. This committee, acting on the basis of its previous studies, 
the recommendations of the Hoover Commission, and the administra- 
tion proposals, drafted two completely revised committee bills (S. 1809 
and S. 2020). These measures culminated in the approval by the 
Congress of the Federal Property and Administrative Services Act of 
1949 (Public Law 152, 81st Cong.) creating the General Services 
Administration. The preparation and perfection of the language of 
this act and a supplemental Records Management Act (Public Law 
754, 81st Cong.), required months of detailed study and consideration 
in executive session. 

Even after the basic laws became fully effective, it was necessary 
that continuing studies be made in order to repeal or amend existing 
statutes which were in conflict with the basic authority vested in the 
General Services Administration. A survey of such acts was made 
by the GSA, under a directive from the Congress, resulting in the 
repeal or amendment of 234 specific provisions of law (Public Laws 
209 and 247, 82d Cong.), which were found to be in conflict with 
the provisions of the Federal Property and Administrative Services or 
the Records Management Acts. To conclude the tremendous task 
involved in the perfecting legislation, it should be pointed out that 
the agencies affected, the staff of this committee, and the committee 
itself, had to consider each of these 234 amendments individually and 
to fully appraise the effect their repeal or amendment would have 
upon existing laws, in order to insure that such repealers did not 
affect basic legislative policies established by the Congress. 

In considering this legislation, it developed that the committee 
would have to resolve the purposes and intent of two conflicting 
Hoover Commission recommendations. The first of these proposed 
the creation of an ‘Office of General Services,’’ which did not conform 
to the recommendation in its report on General Management relative 
to the standardization of nomenclature. The second recommended 
that certain independent agencies established by the Congress in the 
District of Columbia should be placed under the jurisdiction of the 
new agency. 
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ected the specific recommendation of the Hoover 
Commission to create an “Office of General Services,” inasmuch as 
the nomenclature program originally conceived by this committee 
and adopted by the Commission, required that an “ offiee’”’ should be 
merely a subordinate administrative component of a department or 
independent agency, and that an independent component such as 
proposed, or one performing major services under the control of 
another agency, should be designated as an ‘administration,’ “com- 
mission,” “corporation,” etc. It, therefore, would have been entirely 
inconsistent with the program of nomenclature designations to have 
carried out this specific recommendation of the Hoover Commission. 
The committee and the Congress approved, instead, the creation of 
the General Services Administration. 

As to the second legislative deviation from the Hoover Commis- 
sion’s recommendations, the committee could find no justification for 
requiring the officials of the government of the District of Columbia, 
or of the Smithsonian Institution to consult the Administrator of 
General Services regarding their activities, as recommended by the 
Commission. Nor could any advantages or savings be obtained from 
requiring the National Capital Park and Planning Commission, the 
National Capital Housing Authority, and the Commission of Fine Arts, 
to report to the Administrator of General Services, as recommended, 
instead of continuing their present direct reports to the President of 
the United States. The purpose of this recommendation was to re- 
duce the number of Government officials who are required to report 

to the President of the United States, by directing them to report in- 
stead through the General Services Administrator. The committee 

held, however, that, since the Congress had established these agencies 
to perform specific, independent functions which had no relation what- 
ever to the housekeeping or service functions vested in the General 

Services Administrator, and since the proposed action would neither 

effect any economy nor promote greater efficiency, approval should not 

be recommended to the Senate. 
This decision was based in part ona record which showed that these 
agencies had successfully carried out their functions under the basic 
statutes with little or no requirements for administrative control by 
the Chief Executive, and the fact that there were no appreciable 
functions performed by the President in relation to the activities of 
i could or should be delegated. The primary 
Presidential function involved was the appointment of policy-making 
officials, subject to confirmation by the Senate, which should not be 
changed even if such functions could be redelegated. 

There were a number of reorganization plans submitted to the 
Kighty-first Congress by the President which related to operations of 
the General Services Administration and conformed in general to 
recommendations of the Hoover Commission. These included 
Reorganization Plan No. 7 of 1949 (S. Rept. 927), which transferred 
the Public Roads Administration to the Department of Commerce; 
plan No. 15 of 1950 (S. Rept. 1547), transferring functions of the 
General Services Administration relating to public works in Alaska 
and the Virgin Islands to the Department of the Interior; No. 16 of 
1950 (S. Rept. 1548), which transferred the functions of the GSA 
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1676) which transferred the functions ‘of the General Services Ad- 
ministration relating to the advance planning of non-Federal public 
works and the management and disposal of certain war public works 
to the Housing and Home Finance Agency; plan No. 18 of 1950 (S. 
Rept. 1675), which provided for the transfer to the Administrator of 
General Services the functions of the Federal agencies with respect to 
leasing and assigning general-purpose space in buildings and the opera- 
tion and maintenance and custody of office buildings; plan No. 20 of 
1950 (S. Rept. 1550), which provided for the transfer from the Secre- 
tary of State to the Administrator of General Services a number of 
functions which have no connection with foreign affairs, but bear a 
close relation to the archival and records functions of the GSA. 

Following the approval of Reorganization Plan No. 20 of 1950, it 
was found that further legislative action was necessary in order to 
provide authority to the GSA to properly administer the program 
incorporated under the plan. Accordingly, a bill, S. 3728, was intro- 
duced by the chairman of this committee for the purpose of insuring 
realization of the utmost benefits made possible by the plan, relieving 
the Department of State of certain domestic functions in regard to 
compiling, editing, indexing, and publishing the Statutes at Large 
and certain other groups of official papers. This bill was reported 
favorably by the committee on June 28, 1950 (S. Rept. 1923), and 
became Public Law 821, Eighty-first Congress. 

During the Eighty-second Congress, a new bill (S. 1136), designed 
to carry out all Commission recommendations which had not been 
included in previous measures, was drafted by the Citizens Committee 
for the Hoover Reports, introduced in the Senate, and referred to this 
committee. As introduced, S. 1136 would have placed in the Admin- 
istrator of General Services, responsibility for coordination of certain 
miscellaneous activities of the government of the District of Columbia, 
the Smithsonian Institute, the National Capital Park and Planning 
Commission, and the Commission of Fine Arts. The Subcommittee 
on Reorganization directed the staff to redraft the bill in an effort to 
overcome Objections raised to certain of its provisions. The bill was 
revised so as to permit the President, at his discretion, to delegate any 
functions that may be vested in him in relation to the operations of 
these agencies to the head of any department or agency who might 
be qualified to act for him. As amended, the bill would have per- 
mitted the President to designate the Administrator of General 
Services, or any other official who might be better qualified, to per- 
form any administrative functions pertaining to the designated 
agencies which might be vested in him. It was reaffirmed, after the 
committee’s consideration of the amended bill, that there was no 
relationship between the operations of the GSA and those of the 
government of the District of Columbia, and the other agencies 
established as independent entities which had been so operated for 
many years. Furthermore, an act was approved on August 8, 1950, 
which gave the President general authority to delegate functions not 
specifically vested in him by the Constitution to such other Federal 
officials as he might designate (Public Law No. 673, 81st Cong.). 
This act made it doubtful that further action was necessary to carry 
out the purpose and intent of S. 1136. 

Nevertheless, in order that the matter might be further explored by 
other committees of Congress, which had expressed opposition to the 
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approach which this committee had attempted, recommendations 
were made to the Senate that the bill be rereferred to the Senate 
Committee on the District of Columbia, for further consideration, 
particularly as to the effect of the proposal on the government of the 
District of Columbia. ‘This committee’s recommendation was agreed 
to in the Senate on July 11, 1951. The Committee on the District of 
Columbia, however, has taken no action on the bill. 

Reorganization Plan No. 5 of 1952, which became effective on July 1, 
1952, provided for a complete reorganization of the government of the 
District of Columbia (S. Rept. No. 1735, 82d Cong.). It abolished 
the existing departments, commissions, and offices and transferred 
their functions to the Board of Commissioners as a whole, authorized 
the Board to delegate functions, with certain exceptions, and to estab- 
lish a new departmental structure to perform the regrouped functions. 
While the Hoover Commission made no recommendations concerning 
the internal organization of the government of the District of C olum- 
bia, this action was somewhat related to recommendations made in 
this report, and in its report on general management. 

Among the continuing benefits accruing from the Commission’s 
studies and recommendations, which merit special mention, are two 
legislative developments designe d to implement further the program to 
provide general services to the Federal agencies. This committee 
initiated, in cooperation with GSA, two steps designed to tighten up 
the administration of the Federal Property and Administrative Serv- 
ices and the Records Management Acts. The first of these dealt with 
amendments to the basic act in relation to the further development 
and more effective administration of the procurement and supply 
programs. On the insistence of this committee, the General Services 
Administration and the Department of Defense made a study of the 
procurement of common-use items of supply, with the result that, as a 
first step in expanding the program, it was recommended that large 
quantities of office supplies and other common-use items might be 
procured through the GSA for the civilian agencies and for the De- 
partment of Defense at less cost to the Government. To effectuate 
this program, however, it became necessary to increase the capital of 
the general supply fund of the GSA. Accordingly, the committee 
raised the authorized ceiling on this fund. from $75,000,000 to $150,- 
000,000 to enable the GSA to acquire, by purchase and transfer, gen- 
eral common-use items of supply for both the = ary and civilian 

agencies. When this legislation was considered (S. 3063 and H. R 
5350), the committee also included provisions (a) to permit greater 
flexibility in the determination of the amount of reimbursement in 
connection with the transfer of excess property among Federal agen- 
cies; (b) to extend the authority to negotiate sales of surplus property ; 
and (c) to establish a buildings management fund to provide adequate 
and necessary buildings management services to other Government 
agencies on a reimbursable basis. ‘This bil! was approved by the 
Congress as Public Law 522, Kighty-second Congress. 

The second proposal initiated by this committee as a result of its 
consideration of the Hoover Commission recommendations, was a 
bill to amend the Federal Property and Administrative Services Act 
to authorize the Administrator of General Services to enter into 
lease-purchase agreements. Such agreements would provide for the 
lease to the United States of real property and structures for terms 
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of not less than 8 years but not in excess of 25 years, and for acquisition 
of such properties and structures by the United States at or before 
the expiration of the lease terms. Committee studies of the buildings- 
management program showed that certain agencies of the Govern- 
ment have paid several times over the actual value of property under 
rental contracts over periods of up to 40 years. The purpose of 
this bill (S. 2137) was to permit the Administrator of General Services 
to enter into lease-purchase agreements for the acquisition of per- 
manent space requirements of Federal departments and agencies 
of the Government. These agreements would require the application 
of funds appropriated by the Congress for rent payments to individual 
agencies toward the liquidation of such lease contracts under the 
existing 15-percent per annum rent limitation. Title would vest in 
the Government after the expiration of the designated lease period, 
with the rentals paid covering the total purchase price as well as the 
lessor-vendors disbursements for interest, taxes, etc., during the term 
of the lease. Legislation of this type would save the Government 
millions of dollars annually through the procurement of space for 
permanent Federal agencies in communities throughout the United 
States wherever it is clearly established that continuing Federal 
activities would insure full utilization of such properties, without 
requiring the Government to enter into a huge public-buildings 
program to meet its increasing needs. The proposed act would 
have permitted local banks, insurance companies, or private investors 
to enter into contracts with the Government for the construction of 
necessary local Federal buildings under a firm contract guaranteeing 
repayment of the entire cost of the buildings with interest and taxes 
under an equitable appraisal and lease arrangement. This bill was 
reported favorably by the committee (S. Rept. 784, 82d Cong.), and 
a companion bill (H. R. 4323) was approved by the House of Repre- 
sentatives and referred to the Senate for final action. Both of these 
bills were objected to by a single Senator on the call of the calendar on 
several occasions, and failed to receive final approval by the Senate. 

The recommendations contained in the Hoover Commission report 
on General Services have been fully evaluated and implemented, ex- 
cept as indicated above, by enactment of legislation, or by adoption 
of reorganization plans, insofar as they are in the public interest and 
consistent with legislative policy. 


Report No. 4—Posr Orrice DEPARTMENT 


Six of the nine recommendations in this report, omitting deviations 
which did not alter the basic premise of original Hoover Commission 
proposals, have been enacted into law or carried out through appro- 
priate administrative actions. This has resulted largely from the 
approval of Reorganization Plan No. 3 of 1949, the enactment of 
the Post Office Department Financial Control Act of 1950 (Public 
Law 712, 81st Cong.), and of special legislation simplifying the postal 
laws and regulations, and the adjustme: nt of postal rates with a view 
to making certain services self-sustaining. 

Following the submission of this report, the attorneys for the 
Hoover Commission drafted the Post Office Reorganization Act of 
1949, designed to carry out the recommendations in this report 
which was introduced in the Senate by Senator McCarthy (S. 2062). 
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The bill was referred to the Committee on Post Office and Civil 
Service where no action was taken. 

Although the Senate passed a bill providing for separation of funds 
paid by the Federal Government in the form of air-mail transportation 
subsidies from the regular air mail pay, which was substituted for the 
Citizens’ Committee Bill, S. 1 137, it did specifically conform to Hoover 
Commission recommendations, and failed of final passage in the 
House. Two other recommendations which were not implemented 
related to the proposals that confirmation of postmasters by the Sen- 
ate be abolished, and that the postalservice be decentralized into 15 
regions under regional and district officials. As is set forth below, 
these proposals involved basic legislative policies and conflicts with ex- 
isting programs, and were in no sense simple reorganizations. 

On April 10, 1952, the President submitted to the Congress Re- 
organization Plan No. 2 of 1952, providing for the appointment of 
postmasters by the Postmaster General rather than by the President, 
eliminating the requirement of Senate confirmation. A resolution 
of diss approval, filed in the Senate (S. Res. 317) in accordance with the 
piovisions of the Reorganization Pn of 1949, was approved by a vote 
of 56 to 29, resulting in the rejection of the plan. ‘This action by the 
Senate was based partly on the fact that hearings had failed to indicate 
that any economy could be anticipated from approval of the plan, and 

partly because it involved changing a basic legislative policy while mak- 
ae little or no change in the existing status of postmasters, since they 
had already been under civil service since 1917 by Executive order 
and, since 1938, by statute. The plan was further found not to be in 
the public interest, since it would have centralized absolute authority 
and control over the appointment of all postmasters in the Postmaster 
General, eliminating the existing check exercised by the Congress upon 
the character, ability, and suitability of applicants for the position of 
postmaster. Although this reorganization plan would have followed 
the recommendations of the Hoover Commission, the Congress, in 
exercising its legislative responsibility, failed to agree with the findings 
and recommendations of the Commission in this respect. This action 
was supported by all labor groups representing classified employees 
within the postal service. These groups agreed that it would not 
eliminate politics and political patronage from the appointment of 
postmasters, as claimed by the President. In this connection, they 
advised this committee that “the American people have absolutely 
no direct control over administrators, and very little indirect control. 
The elected representatives of the Government are responsive to the 
desires of the public, and must defend their policies to the people.” 

In rejecting this recommendation of the Hoover Commission, the 
committee and the Senate concluded that this was not a reorgan- 
ization, but involved a basic legislative policy change requiring 
affirmative action by the appropriate committees of the Congress 
which should not be accomplished by a reorganization plan. This 
recommendation had been based on the premise that a Postmaster 
General should have complete control over the appointment of 
postmasters in exactly the same manner as all other department heads 
control appointments in their departments. This committee, in 
answer to this contention, stated in its report on Reorganization 
Plan No. 2 of 1952 (S. Rept. 1747, 82d Cong.) that— 
the office of postmaster is entirely unlike any other Federal office, since it extends 
into every village, hamlet, town, and city in the United States and can and has 
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formed the nucleus of a powerful political machine under the complete control 
of the Postmaster General, unless checked by a requirement for Senate confirma- 
tion. In fact, it was this verv development which led, in 1836, to the enactment 
of the first statute making postmasters Presidential appointees and requiring 
Senate confirmation. Prior to that time, all postmasters were appointed by the 
Postmaster General. The graft, corruption, and huge personal patronage 
machine which resulted from the centralization of absolute authority in the 
Postmaster General led to a series of Senate investigations which culminated in 
the act of Julv 2, 1836. 

Thus, it will be seen that this recommendation of the Commission 
would merely bring about a reversion to a system which was previously 
in effect, and which was found to be unsatisfactory. 

The second recommendation rejected by the Congress was a proposal 
for the decentralization of the postal service into 15 regions. This 
proposal was not incorporated in Reorganization Plan No. 3 of 1949, 
to implement all the other recomme ndations of the Hoover Commis- 
sion in this report, and which became law on August 20, 1949. Nor 
was it included in any other bill approved by the Congress relating 
to the Post Office Department. The basis for the rejection of this 
recommendation was the position taken by the Postmaster General 
to the effect that “the proposal of the Commission suggests an im- 
practical organization for the management of the postal oe as 
well as an expensive one. If the proposal were practicable, is 
conservafiyely estimated that the yearly cost of operation a 
exceed $99600,000, exclusive of additional cost due to the decentraliza- 
tion of accounting procedures.”” The appropriate committees of 
Congress agreed in general with the views of the Postmaster General, 
and since no economies or improvements in administration would have 


resulted, the Congress exercised its legislative prerogatives and 
rejected this proposal. 

This congressional action, while in conflict with the above cited 
recommendations, was in general accord with recommendations in the 
Commission’s re port on general management, that heads of depart- 
ments should be given full responsibility for the conduct of their 
departments, with adequate “administrative authority to organize 
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his department and to place him in control of its administration. 
This latter proposal was further reiterated in another recommendation 
that each department head be given authority ‘to determine the 
organization within his department.’”’ It follows that, had the 
decentralization action recommended by the Commission been adopted 
by the Congress, it would have forced the Postmaster General to 
accept an administrative policy and structure to which he was 
opposed, and which he contended would not effect. economies or 
improve Management. 

Kr . viations occurred in connection with other recommendations, 
that (1) a Director of Posts should be appointed by the President and 
pos ih by the Senate as operating head of the Post Office Depart- 
ment and (2) that the Postmaster General should not be an official of 
a political party. The first of these recommendations was omitted 
from Reorganization Plan No. 3 of 1949, but a Deputy Postmaster 
General was created to perform such general management functions 
as might be delegated to him by the Postmaster General. This also 
accorded with the recommendations in the Commission’s report on 
general management. It would have been impracticable to vest 
authority in a Director of Posts without going contrary to the recom- 
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mendations that the Postmaster General should have complete ad- 
ministrative control over his Department and that all functions be 
vested in him. The recommendation that the Postmaster General 
not be a political party official was carried out by the present Admin- 
istration prior to the submission of the Commission’s report, and its 
further implementation would be entirely at the discretion of any 
future President. Another departure from Hoover Commission recom- 
mendations relates to the proposal that the business management, 
budgeting, accounting, and audit functions of the Post Office Depart- 
ment be made subject to the Government Corporation Control Act 
of 1945. This recommendation was rejected in favor of legislation 
drafted to conform to the Budgeting and Accounting Procedures Act 
of 1950, which resulted in the approval of the Post Office Financial 
Control Act of 1950 (Public Law No. 712) as a companion and coordi- 
nating measure. As set forth under Report No. 7, Budgeting and 
Accounting, the joint accounting project initiated prior to the creation 
of the Hoover Commission was enacted into law as being preferable 
to the specific recommendations of the Hoover Commission. This 
decision of the Congress was based on years of concentrated study 
as well as on the specific recommendations of the agencies of the 
Government most closely identified with Federal accounting problems 
and fiscal controls, including the Postmaster General. 

To all intents and purposes, the full import of the Hoover Commis- 
sion’s recommendations affecting the general management and internal 
operations of the Post Office Department has been fully carried into 
effect by appropriate action. This was accomplished primarily 
through the approval of Reorganization Plan No. 3 of 1949, which 
vested all functions of the Department in the Postmaster General; 
created a Deputy Postmaster General to be appointed by the President 
by and with the advice and consent of the Senate (in lieu of a Director 
of Posts); created an advisory board on methods and policies; and 
abolished the Bureau of Accounts in the Department. The accounting 
functions were transferred from the General Accounting Office to the 
Department by Public Law 712. This plan also carried out somewhat 
similar recommendations in the Commission’s report on general man- 
agement in many respects. Public Law 712 implemented the recom- 
mendations of the Commission relative to improvement of budget, 
accounting and audit functions of the Department, except that it did 
not carry out the specific recommendation that its functions should be 
subject to the Government Corporation Control Act of 1945. The 
rejection of Plan No. 2 of 1952, removing Senate confirmation of post- 
masters was, as outlined above, due to the determination by the Senate 
that it was not in accord with sound legislative policy. 

The operations of the postal service have been under close obser- 
vation and study by committees of the Congress for many years, 
during which time numerous efforts have been made to improve its 
management and to bring about more economy in its operations 
During that time various studies of the Department’s operations 
have been conducted under the direction of both the legislative and 
executive branches, including the Hoover Commission’s reports, the 
Heller Management Survey, ‘the General Accounting Office, the joint 
accounting project, the 1937 Brownlow Report, and other sources. 
The activities of the Post Office Department are of such importance 
that they warrant continuing study by the administration and the 
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Congress to further improve the postal services which are still defi- 
cient in some respects. As these studies are carried on, the Hoover 
Commission’s recommendations will be constantly reviewed and 
reappraised in light of developments or as new proposals are made 
for the improvement of services, effecting further economy or produc- 
ing more efficiency in the operations of the Department. 


Report No. 5—Forricn AFFAIRS 


The first 8 of the 22 recommendations in this report were actually 
statements of principles or substantive policy, rather than recom- 
mendations concerning organization and structure, and required no 
action by either the Congress or the Department of State, being 
intended to serve only as guideposts for the future. Typical of 
such proposals were the suggestions by the Commission that the 
Congress should vest any new powers over foreign affairs in the 
President or in an established agency, rather than in any new bodies, 
unless the advantages in creating a new body were overwhelming; 
that the principal functions of the State Department should be to 
define objectives in foreign affairs, and to formulate policies in con- 
junction with-other interested agencies; that, as a rule, the State 
Department should not be given responsibility for the operation of 
programs, whether overseas or at home; and that the State Depart- 
ment should continue to discharge its traditional responsibilities of 
representation, reporting, and negotiation. 

Ruling out the initial 8 statements of principle, only 14 reeommen- 
dations remained to be implemented. Of these, 12 related to the in- 
ternal organization of the Department of State, and 2 related to other 
departments and agencies having responsibilities in the field of 
foreign affairs. Even with respect to these, the Commission observed 
that “organization cannot be immutable and the recommendations 
herein cannot be regarded as having indefinite validity.”’ 

After careful study of these recommendations, the Congress 
approved legislation designed to strengthen and improve the organi- 
zation and administration of the Department of State, primarily by 
giving to the Secretary of State sufficient authority to carry out 
administratively the major reforms proposed (Public Law 73, 81st 
Cong.). It transferred to him all statutory authority for the conduct 
of foreign affairs which had been scattered among subordinates and 
gave him an adequate top staff of 10 instead of 6 Assistant Secretaries 
to carry out these responsibilities. 

The provisions of this new statute differed from Hoover Commis- 
sion recommendations in the following respects: (1) The office of coun- 
selor, which the Commission recommended be abolished, was continued 
because the Department felt this position was necessary for efficient 
operations; (2) instead of creating two Deputy Under Secretaries, as 
proposed by the Commission, the Secretary was authorized to desig- 
nate two Assistant Secretaries as Deputy Under Secretaries; and (3) 
the proposal for the abolition of the position of Director General of 
the Foreign Service and the amalgamation of the Foreign Service with 
the departmental personnel in Washington, above certain levels, was 
only partially carried out. The position of Director General of the 
Foreign Service was retained, but in a staff capacity, and all of the 
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statutory powers of that office were transferred to the Secretary of 
State with authority to redelegate. 

Following the enactment of Public Law 73, which was based upon 
a detailed plan of reorganization submitted by the Department of 
State to the Foreign Relations Committee of the Senate and the 
Foreign Affairs Committee of the House, the Secretary of State 
instituted action designed to implement fully the objectives sought 
to be accomplished by the Hoover Commission, with such modifica- 
tions as were deemed appropriate by the Secretary and the congres- 
sional committees concerned. 

The first major change, effectuated in May 1949, was the dissolu- 
tion of the separate Office of the Foreign Service and the pairing of 
its administrative activities with the parallel departmental activities, 
so as to establish a better functional pattern. As a result, depart- 
mental offices were given responsibilities for the administration of 
Foreign Service as well as regular departmental matters. 

The second phase, which was put into effect in October 1949, was 
the realinement of the organization pattern for the conduct of sub- 
stantive operations. This was accomplished by the dissolution of the 
former regional geographic offices and their replacement by bureaus, 
each of which was given responsibility for all operating actions affect- 
ing countries under its jurisdiction. To insure efficient functioning, 
most technical personnel concerned with public affairs and economic 
and administrative matters were transferred to the newly created 
bureaus. In addition, all economic policy matters were consolidated 
under a single Assistant Secretary for Economic Affairs. 

The net effect of these and ether changes was the establishment of 
Six operating branches, with line responsibilities delegated by the 
Secretary of State. Five of the branches were headed by Assistant 
Secretaries of State, each with responsibility for decisions within 
clearly defined limits. An Executive Secretariat was established to 
insure that policy decisions are maintained and disseminated currently 
and that appropriate action is taken to carry them out. In addition, 
these Assistant Secretaries serve as focal points of contact between 
the Department and the missions, in both substantive and adminis- 
trative matters. Among other changes made was that the chief of 
each foreign mission is designated as the responsible official for th 
area to which he is assigned; the intelligence unit has been strength- 
ened; intra-agency arrangements have been made for coordination 
between action staff segments and between various units within each 
segment, in the Office of the Under Secretary; and special arrange- 
ments have been made to assist interdepartmental coordinating 
— 

Only two of the recommendations of the Hoover Commi: nee in 
the field of foreign affairs have not been implemented fully: (1) That 
the Foreign Service be amalgamated with departmental personnel in 
Washington, above certain levels, into a single Fore ign Affairs Service; 
and (2) that the State Department should not be given responsibility 
for the operation of specific programs. 

The recommendation regarding the ams algamation of departn nental 
and Foreign Service personnel systems is well on its way to full 
implementation. At the outset, many perplexing problems were 
presented, largely due to the fact that had this recommendation be: 
carried out immediately, all persons serving in departmental saititina 
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in Washington who are concerned with the conduct of foreign relations 
would have been required to serve anywhere in the world. Immediate 
application of the plan would, therefore, have caused many resigna- 
tions which would have seriously depleted the departmental service 
and hampered effective operation of the Department. Because of 
its many worth-while aspects, however, the Secretary of State set up 
a research committee in the Department in 1949 to make a preliminary 
study of the recommendation and its accompanying problems. In 
January 1950, the Secretary established an Advisory Committee on 
Personnel to advise him whether fundamental changes were required. 

In March 1951, the Department made public a plan for improve- 
ment in personnel administration, following a detailed explanation 
of it to the Senate Foreign Relations Committee and the House 
Foreign Affairs Committee. The plan provided for a considerable 
overhauling of personnel methods and procedures and for the gradual 
merger of the departmental and Foreign Service staffs over a period of 
years so as not to disrupt the orderly operations of either service. 
The major portions of these reforms could be : accomplished by admin- 
istrative action, but some legislation was essential, and a bill (H. R. 
5723, 82d Cone.) was submitted to the Congress in October 1951. 
It failed of passage, but will be resubmitted to the Eighty-third 
Congress. 

In the meanwhile, the Department revised administrative pro- 
cedures so that as junior officers are recruited to fill the basic needs 
of dual service positions, it is made clear that they will be required 
to serve anywhere in the world, depending upon the needs of the 
service, 

The remaining recommendation—that as a rule the State Depart- 
ment should not operate programs—is really a statement of principle. 
It applies primarily to an international information program and a 
technical-cooperation program, which are now operated by the De- 
partment. This proposal conflicts with the suggestion contained in 
the same report: That the Congress should vest any new powers over 
foreign affairs in the President or in an established agency, rather than 
in any new bodies. Since both of these programs are integral parts of 
the foreign policy of the United States, it is difficult to understand 
where Congress could have assigned them, if not to the State Depart- 
ment. The Hoover Commission recognized this difficulty by stating 
in its report that “operational responsibility, for the present at least, 
must remain in the State Department in default of any other satis- 
factory location in the executive branch.”’ 

With respect to the information program, the commission further 
qualified its recommendation by stating that there was an urgent need 
“for freeing the Assistant Secretary, Public Affairs, from devoting his 
personal attention to details of an operational nature.” It then sug- 
gested that ‘‘this end can be equally attained, however, by reorganiza- 
tion within the public affairs area. One possibility is the cre ation ofa 
new post under the Assistant Secretary of a ‘general manager’ to whom 
would be assigned full operational authority and responsibility for the 
Voice of America and such other portions of the foreign information 
program as are primarily operational in character.’ 

This suggestion has been adopted by the establishment, within the 
Department on an operating level, of a United States International 
Information Administration, headed by an Administrator, whose 
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responsibility runs directly to the top level, and who is entirely di- 
vorced from the Assistant Secretary, Public Affairs. The major 
objection to operating programs has been removed as revards the 
Technical Cooperation Administration, by establishing it on an oper- 
ational level under an Administrator who reports directly to the top 
level. 

The Congress also approved two other proposals which had some 
relation to the functions of the Department of State. Reorganiza- 
tion Plan No. 20 of 1950, transferred from the Secretary of State 
to the Administrator of General Services a number of functions which 
had no connection with foreign affairs, but bore a close relation to 
the archival and records and general service functions of the General 
Services Administration. This plan was reported favorably to the 
Senate (S. Rept. No. 1550, 8lst Cong.) and became effective on May 
24, 1950. Following the adoption of plan No. 20, this committee 
reported a bill, S. 3728 (S. Rept. No. 1923) to further implement the 
objectives of the plan by authorizing the compilation of United States 
treaties and other international agreements by the Department of 
State and the publication thereof in a new volume entitled “United 
States Treaties and Other International Agreements.’’ The purpose 
of this legislation was to promote more efficiency and economy in the 
administration of provisions of Reorganization P lan No. 20 of 1950 
by eliminating requirements for printing international agreements in 
the statutes at large, with anticipated narrower required distribution 
of the new volume. This bill was approved as Public Law 821 of the 
Eighty-first Congress. 

lhe foregoing review of administrative and legislative action indi- 
cates that to all intents and purposes the recommendations of the 
Hoover Commission in the foreign-affairs field have been implemented 
fully to the extent that they are feasible and practicable. The only 
exception is the full amalgamation of the departmental personnel of 
the State Department with the Foreign Service, which cannot be 
completely accomplished, to the extent that it is adv isable, until new 
legislation is enacted. Further comments on this proposal are set 
forth in the re port on overseas administration. 


REPORT Te. 6—DEPARTMENT OF AGRICULTURE 


This report contained a total of 16 recommendations for the organi- 
zation of the Department of Agriculture. A number of legislative 
proposals have been filed in the Congress which would group these 
recommendations into a single action. The approval of this proposed 
legislation, as presented, would have had the effect of vesting all func- 
tions of the Department in the Secretary and granting to him author- 
ity to reorganize his Department in accordance with the recommenda- 
tions of the Commission. 

The first of these proposals was a bill submitted to this committee 
by the Hoover Commission, which was drafted by its attorneys with 
a view to carrying out recommendations contained in this report. 
This draft was filed in the Senate by Senator McCarthy (S. 2055), 
and referred to the Senate Committee on Agriculture and Forestry 
where no action was taken during the Eighty-first Congress. 

The President subsequently submitted Reorganization Plan No. 
of 1950, providing for the reorganization of the Department, incld. 





SENATE ACTION ON HOOVER COMMISSION REPORTS 35 


ing the transfer of all the functions vested in other officers, employees, 
and agencies of the Department to the Secretary, except the functions 
conferred on heari ing examiners, corporations, boards of directors and 
officers of such corporations, and the Advisory Board of the Com- 
modity Credit Corporation. The plan also authorized the Secretary 
to redelegate such of his responsibilities as he might determine to any 
officer, employee, or agency within the Department, and established 
an Administrative Assistant Secretary and two additional Assistant 
Secretaries. This plan, together with a resolution of disapproval 
(S. Res. 263), was considered by this committee, the majority of 
whom concluded that the plan contained an unwarranted delegation 
of authority to the Secretary on a permanent and continuing basis 
without restriction or restraint as to how and when it would be ex- 
ercised. The plan was opposed by eight members of the Hoover 
Commission Task Force on Agriculture, on whose report the Com- 
mission’s recommendations were based. The chairman of the task 
force, Dean H. P. Rusk, concluded in his testimony before the com- 
mittee, that— 


the record of a previous attempt during the years to secure a more effective, eco- 
nomical organization of this and other departments of the executive branch of the 
Government shows that the absence of specific directives places the Secretary in 
a very weak position with regard to vested interests in and outside of the Depart- 
ment. We, as former members of the agriculture task force, believe that Reor- 
ganization Plan No. 4 should be rejected, and that specific directives should be 
provided by the Congress to effectuate the basic principles and recommendations 
of the Commission. I am advised that legislation is now being prepared to ac- 
complish this objective. * * * 


The committee recommended, and the Senate approved, the rejec- 
tion of the plan by adoption of Senate Resolution No. 263. The basis 
for this action was set forth in detail in the committee’s report (S. 
Rept. 1566, 81st Cong.), as follows: 


Reorganization Plan No. 4 authorizes the Secretary to consolidate or abolish 
long-established components in conformity with any over-all national farm 
program that may be adopted by this or any incoming national administration. 
It authorizes the Secretary of Agriculture to take actions which would in effect 
destroy the will of the Congress as expressed in basic legislation setting up the 
various functions of the Department of Agriculture, and bring the policies of the 
Department under direct political control of the President. 

The majority of the committee feels that Reorganization Plan No. 4 deals 
primarily with ‘‘matters of substantive policy’? which have been established by 
the Congress after many years of study. It is the opinion of a majority of the 
committee that to grant the Secretary the powers contained in this plan would 
mean that the Congress is abjectly surrendering its legislative authority to the 
Secretary of Agriculture without any indication as to how it will be used and with- 
out veto powers over any reorganization effected thereunder. 

The plan contains no compulsion or mandate to the Secretary that he shall 
reorganize the Department, nor is there any provision in the plan which would 
place anv limitation on his authority to disrupt one service with which he is not 
in full accord in favor of another which he might favor. It places in the Secretary 
a blank check to use or not in any manner he may desire now and hereafter 
without advance indications to the Congress as to what action he will take to 
effect reorganizations either in accord with or opposed to Hoover Commission 
recommendations. 


One of the recommendations of the Hoover Commission proposed 
that “inspection costs on farm products when imposed for the benefit 
and protection of the general public, be paid by the Federal Govern- 
ment,’ but that “inspection and grading services primarily for the 
benefit or protection of producers or processors should be paid for by 
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the producers or processors.”” This recommendation conformed to 
legislative policies established as far back as June 30, 1906, at which 
time the Congress gave consideration to financing the Federal program 
for meat inspection through assessments against the meat-packing 
industry. After a brief trial the program was repealed, apparently 
for two major reasons: (1) It was thought that by empowering a 
Federal agency to assess fees there would be an abdication by the 
Congress of one of its most important functions; and (2) that if the 
industry financed the inspection, the service might thereby tend to 
become discredited. The Federal meat inspection service has there- 
fore continued at public expense since its inception, except that in the 
Agriculture Appropriation Act for 1948, the Congress provided for 
transferring the cost of the service to the industry with receipts to be 
deposited in the revolving fund also authorized by the act. Public 
reaction to this legislative action was so violent that before the fiscal 
year had expired, the Congress, on June 5, 1948, enacted Public Law 
610 providing that thereafter all meat-inspection costs should be borne 
by the Federal Government as a service to the public. 

The committee, in evaluating this recommendation of the Hoover 
Commission, initiated a program of its own in an effort to formulate 
general Federal policies for the assessment of fees for special services 
performed by the Government free or at a charge which did not make 
them self-sustaining in every area of Federal activity. A report was 
submitted to the Senate on July 24, 1950 (S. Rept. No. 2120, 81st 
Cong.) setting forth the purpose and results of a preliminary staff 
study made into the activities of a selected group of agencies perform- 
ing services of this nature. Following the submission of the committee 
report, the Director of the Bureau of the Budget was requested to 
make a complete survey of all such services throughout the Federal 
Government. The Director submitted a full report on January 28, 
1952, relative to actions which resulted from the program since its 
initiation in 1950, indicating annual savings of $22.5 million per year 
in the form of additional revenues collected from a variety of special 
services. The report also indicated that the 1953 budget would bring 
about an additional $15 million annually under programs being 
formulated. It was further estimated that $9 million a year in 
increased revenues would be derived from revision of rentals and 
service charges for quarters furnished by the Government to Federal 
civilian employees, and another $2 million in anticipated revenues for 
fees for special services where detailed income estimates were not then 
available. ‘The over-all accomplishment by the Congress growing out 
of this general recommendation resulted in the establishment of a 
program under permanent policy, which it is estimated will bring about 
annual savings of approximately $48 million when it is fully effectu- 
ated. While this program does not follow a specific Hoover Commis- 
sion recommendation, it is closely related to the objective of the 
recommendation contained in the Hoover Commission report on the 
Department of Agriculture in regard to the assessment of fees for 
inspection and grading services on farm products. 

As was done in regard to other recommendations of the Hoover 
Commission, a bill (S. 1149) was resubmitted to the Eightyv-second 
Congress, designed to implement all the recommendations relating to 
the Department of Agriculture, and referred to this committee. Ex- 
tensive hearings were held during August and September of 1951 in 
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an effort to resolve the differences between the various groups and to 
draft a committee bill which would overcome as many of these ob- 
jections as possible and to conform both to the legislative directives 
of the Congress and the organization objectives of the Hoover Com- 
mission. ‘These hearings deve loped v igorous opposition to practically 
every one of the Hoover Commission’s recommendations in this report. 
The opposition centered on the proposal which would have vested all 
functions and reorganization authority in the Secretary, previously 
rejected under Reorganization Plan No. 4 of 1950. The committee, 
therefore, endeavored to redraft the bill in such a manner as to over- 
come the objections raised at the hearings by Federal officials, repre- 
sentatives of farm organizations, and others. 

The staff, at the direction of the committee, prepared several drafts 
of a proposed committee bill, the last of which received tentative 
committee approval as to reorganization phases, but the committee 
was still of the opinion that the proposed reorganizations would effect 
such vital changes in legislative policies established by Congress that 
action should be deferred until many of these policy problems had 
been fully explored and determinations made as to whether the safe- 
guards provided in the bill were adequate. 

The final draft of this revised bill differed from the original bill, 

1149, which constituted an interpretation of the Citizens Committee 
for the Hoover Re ‘port as to actions required to fully implement the 
Hoover Commission’s recommendations, as follows: 

It eliminated the provisions which would have vested all fune- 
tions and reorganization authority in the Secretary. 

Provided a revised organizational structure to meet objections 
aie at the hearings, while conforming as nearly as possible to the 
Hoover Commission’s recommendations. 

The major changes in this section of the original bill would con- 
solidate the Soil Conservation Service and the Production and Market- 
ing Administration into an Agricultural Conservation and Production 
Service, and create a Forest and Range Service. This would have 
eliminated the recommendations of the Commission which proposed 
the establishment of an Agricultural Consultation Service, an Agri- 
cultural Resources Conservation Service, and a Commodity Marketing 
and Adjustment Service, which the Secretary held would bring about 
a rigid, unrealistic structure impractical of administration. In his 
testimony, the Secretary also contended that the establishment of a 
Regulatory Service, as proposed by the Hoover Commission, would 
be uneconomical since much of the existing regulatory authority is 
delegated to the operating field services. The committee, therefore, 
proposed to vest ali regulatory functions in the Secretary instead 
of creating a Regulatory Service, in order that he might redelegate 
this authority as he may determine. 

In lieu of the provision as outlined in No. 1 above, the committee 
would have vested authority in the Secretary to make transfers and 
to bring about better coordination of functions within the statutory 
structure prescribed in No. 2, when, in his opinion, such action 
would improve administration, reduce expenditures, and promote 
economy and efficiency, and when such reorganization changes had 
the approval of the jurisdictional committees of the Congress. 

3. Eliminated the proposal to transfer vocational education func- 
tions from the Federal Security Agency to the Department of Agri- 
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culture. The evidence submitted at the hearings indicated that there 
was little or no support for such a transfer, and that it was not in the 
public interest to subjugate this purely educational function to the 
control of the Secretary of Agriculture. 

4. Eliminated all sections dealing with the creation of State, county, 
and local advisory committees as being substantive legislation of 
such vital importance that the administration of the agricultural 
program would be seriously and probably adversely affected if the 
Hoover Commission’s recommendations in this area were adopted. 
It was the view of this committee that these recommendations in- 
volved substantive legislative policy. The effect of adoption of these 
sections of the original bill would have been to completely disrupt 
all policy determinations of the C ongress. By reducing State, county, 
and local committees to an advisory status, and vesting their functions 
in the Secretary or his agent, the farm program would be brought 
under direct Federal control and any effective farmer control over 
the administration of programs affecting his interest and welfare 
would be removed. 

Provided safeguards relating to the proposed transfer of the 
Bureau of Land Management from the Department of the Interior to 
the Department of Agriculture to insure that functions necessary to 
the operation of the Department of the Interior are retained within 
that Department. This section also provided that existing laws 
and regulations approved by the Congress as policy determinations 
relating to the management and operation of forestry and grazing 
resources would continue in force for a period of 2 years. The bill 
required the Secretary of Agriculture to submit to the appropriate 
jurisdictional committees of ‘the Congress a program for integrating 
these services before the expiration of the 2- -year period. 

In a preliminary draft of a report on S. 1149, which was never filed 
with the Senate, the committee tentatively approved the following 
language as explanatory to its proposed action: 

In reaching a decision as to procedure, the committee was faced with a specific 
proposal as to determining the character of reorganization to be proposed. Two 
separate approaches were available. Under 8. 1149, as .introduced, a basic 
structure would be established in line with the approach recommended by the 
Hoover Commission, but another provision of the bill would then vest in the 
Secretary of Agriculture complete authority to reorganize that structure, and 
reassign functions within the Department. It was the opinion of the committee 
that these sections were inconsistent and that one of the basic sections of the bill 
would completely abrogate the reorganizations proposed under another. 

The alternate approach was to endeavor to conform as nearly as possible to 
the Hoover Commission’s recommendations relative to the establishment of a 
basic structure for the Department, while insuring the continuation of established 
agricultural policies and of statutory functions authorized by the Congress. To 
conform to the Hoover Commission recommendation that administrative controls 
should be vested in the head of the agency, provision has been made in the amend- 
ment which would permit the Secretary to make transfers within the structure 
prescribed where necessary to improve administration or effect economies of 
operation. 


In further explanation of its objectives, the committee tentatively 
approved a summary regarding the revisions made in the general 
features of the original bill, as follows: 


. The Senate has previously rejected Reorganization Plan No. 4 of 1950, 
which would have vested all functions of the Department in the Secretary of 
Agriculture. The provision in 8S. 1149, which would have reactivated this plan, 
has been eliminated by the committee amendment. 
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2. The organizational structures prescribed in the original hill were found to be 
impractical of operation and administration. The committee has, therefore, 
completely revised the organizational structure. 

3. The Hoover Commission recommended the establishment of State, county, 
and local committees which would have only advisory functions with respect to 
the administration of agricultural programs in the field. The committee took 
the view that this would constitute a complete departure from the acceptea prin- 
ciples of administration of the farm program and, therefore, should be considered 
by substantive committees of the Congress, and not acted upon as a reorganization 
re 

The provision in 8. 1149 which proposed the transfer of vocational-education 
ie dealing with agriculture from the Federal Security Agency to the 
Department of Agriculture was omitted in the committee amendment. This was 
not a direct recommendation of the Hoover Commission, and the committee held 
that the functions involved were primarily of an educational nature and should 
remain in the agency dealing with education. 

5. The smendment retains sections (a) creating two additional Assistant Secre- 
taries and an Administrative Assistant Secretary; (+) requiring that customs 
receipts now allocated directly to the Department (sec. 32 funds) be paid into 
the Treasury and that direct annual appropriations be made by Congress for 
specified purposes; (c) that new Federal agricultural-research stations should 
gene rally be established only where existing Federal and State facilities cannot be 
developed to fill the need; and (d) provides for a study of the Federal regulatory 
functions exercised with respect to food and drugs. 

6. The amendment expands the subsection of 8. 1149 providing for the transfer 
of the Bureau of Land Management, retaining unde ‘r the control of the Secretary 
of the Interior (in addition to functions with respect to mining and mineral 
resources) ‘‘the conduct of cadastral surveys on the public lands; the adminis- 
tration (other than the classification functions relating thereto) of homestead and 
other land-disposal and withdrawal laws; and the custody of the public-lands 
records,’’ which functions the Secretary of the Interior contended were essential 
to the operations of that Department in the conduct of its mineral-resources 
activities. 

The amendment prescribes that the lands transferred from the Bureau of Land 
Management to the Department of Agriculture shall not be converted to the 
same staius as those lands presently administered by the Forest Service, but that 
they shall continue to be administered under existing laws and regulations until 
a program for such integration is submitted and approved by the Committees on 
Agriculture. 

The amendment attempts to overcome other objections to the proposed transfer 
of the Bureau of Land Management by requiring that existing laws (including the 
provisions of the Taylor Grazing Act) now applicable to the operations of func- 
tions transferred to the Department of Agriculture under this section shall con- 
tinue in effect until the Congress has had an opportunity to study the matter and 
enact legislation to implement a uniform policy with respect to grazing and 
forestry. The Secretary of Agriculture is required to submit to the jurisdictional 
committees of C ongress w ithin 2 years a program for integrating the management 
of forestry and grazing under the newly created Forest and Range Service, with 
recommendations for appropriate legislation necessary to implement such a pro- 
gram. It is also specifically provided that the present methods and bases of 
determining grazing fees shall continue for 60 days following the expiration of the 
2-year period unless Congress shall have acted prior to the expiration of that 
period. 


After thoroughly reviewing its previous action in trving to work 
out a compromise bill dealing with the reorganization of the Depart- 
ment of Agriculture, the committee agreed to defer action, pending 
submission of the revised bill to members of the Senate and House 
Committees on Agriculture, in order to afford those committees an 
opportunity to study substantive matters involved which came within 
their jurisdiction. 

The chairman, in submitting copies of the revised bill to members of 
these committees, pointed out that if the bill, as drafted, were ap- 
proved and reported to the Senate by this committee, which had 
primary jurisdiction over reorganizational aspects of the bill, it would 





40 SENATE ACTION ON HOOVER COMMISSION REPORTS 


involve certain important policy determinations which this committee 
desired be made known to members of the appropriate jurisdictional 
committees in order that they might be fully informed and afforded 
an opportunity to suggest any further desirable amendments designed 
to make the bill conform to the permanent policy programs approved 
by the Congress. One of the prime objectives of this committee, in 
adopting this procedure, was to insure that the interests of the farmers 
were adequately protected in accordance with the purpose and intent 
of legislative programs authorized by the Congress. 

Officials of the Department were most cooperative with the staff 
of this committee in developing a workable draft of legislation con- 
tained in the amendments to 8S. 1149, outlined above, before submission 
to the jurisdictional committees of the Congress. Since, in the pres- 
sure of other legislative business, the committee received no official 
notice of any action taken by either the House Committee on Agricul- 
ture or the Senate Committee on Agriculture and Forestry, it did not 
take any further action on the bill. 

In view of the lack of action on the above-outlined legislative 
proposal, the recommendations of the Hoover Commission in its report 
on the Department of Agriculture have not been implemented. The 
staff has estimated that approximately 75 percent of the report will 
require reconsideration and action by the new Congress, if the recom- 
mendations are to be enacted into law. 

Although no direct legislative action has been completed to imple- 
ment the recommendations of the Hoover Commission in its re port 
on Agriculture, the Secretary of Agriculture initiated ‘a comprehensive 
departmental management survey to determine further savings,” as 
recommended by the Cominission. In his appearance before this 
committee in regard to S. 1149, on Se ‘ptember 11, 1951, he set forth 
in detail administrative progress made since the Hoover Commission 
reports were submitted. These included departmental memorandums 
from the Office of the Secretary of Agriculture: No. 1278, on Coordi- 
nation of the Department’s Agriculture Resources Conservation 
Services; Memorandum No. 1279, on Coordination of Agriculture 
Research Services; and Memorandum No. 1280, on Reorientation of 
Department Agencies for Agricultural Mobilization Purposes. The 
Secretary contended the activities of the Department were being effi- 
ciently administered in accordance with program legislation approved 
by the Congress. 

This action by the Secretary, and the activation of the special 
fees program has brought about full activation of two of the recom- 
mendations in this report, the remainder being incorporated in the 
committee draft of S. 1149, except those that were rejected as in- 
volving important legislative policy determinations and held not to 
be reorganization proposals. 


Report No. 7—BupGetTING AND ACCOUNTING 


This report, consisting of 14 recommendations, emphasizes two 
serious weaknesses in Federal fiscal operations: that the budget does 
not accurately report costs of Federal activities, and that outmoded 
accounting methods do not indicate accomplishments for funds 
expended. The Federal budget is characterized as “an inadequate 
document, poorly organized and improperly designed.”” ‘The Com- 
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mission recommends (1) the establishment of a performance budget, 
emphasizing work to be done rather than objects purchased; (2) an 
immediate survey of the appropriation structure to correct diversity 
of appropriations; (3) separation of current expenditures from capital 
outlays; and (4) authorization that the President may spend less than 
full appropriations if congressional purposes are still carried out. The 
report then contains specific recommendations as to integration and 
improvement of present accounting procedures and methods in the 
Office of the Budget and the reorganization of the budgeting, account- 
ing, and auditing structure throughout the Federal Government. 

A bill was drafted by attorneys for the Hoover Commission and 
introduced in the Senate by Senator McCarthy (S. 2054) to authorize 
the President to determine the form of the national budget and of 
departmental estimates, and to modernize and simplify Government 
accounting and auditing methods and procedures, as recommended 
in this report. Extensive hearings were held on S. 2054 by this 
committee from February 27 through March 7, 1950. The hearings 
developed many varied suggestions with reference to improvement 
of the Federal fiscal structure, and a committee bill, S. 3850, was 
introduced in the Senate on June 22, 1950, by the chairman, with all 
members of the committee joining as cosponsors. The bill was re- 
ported favorably on July 10 (S. Rept. 2031) and passed the 
Senate on August 8, 1950. The House, in the meantime, approved 
a bill drafted to conform to the original Senate proposal, and the 
House bill was substituted in the Senate and approved as Publie 
Law 784 as the Budget and Accounting Procedures Act of 1950 on 
September 12, 1950. 

All of the 14 specific recommendations made by the Hoover Com- 
mission in this report have been given extended consideration by the 
Congress, and most of them were incorporated in the Budget and 
Accounting Procedures Act of 1950. The Senate was directly opposed, 
however, to the proposed creation of an Accountant General in the 
Department of the Treasury, on which there had been a division 
among the members of the Hoover Commission. In the opinion of 
this committee, which handled the bill, this proposal was in its essence 
a matter for congressional policy determination. 

The Budget and Accounting Procedures Act of 1950 (Public Law 
784, 8ist Cong.) consists of three titles. Title I enables the President 
to present the Government’s financial program in simple, meaningful 
terms based on the origin of the funds, their purpose, and costs 
involved. It also deals with accounting and auditing, and in par- 
ticular authorizes the Comptroller General to establish the general 
principles, standards, and related requirements to govern the depart- 
ments and agencies in establishing and maintaining the accounts for 
which they are responsible. Title II requires prior approval by depart- 
ment heads before submission of any legislation authorizing subsequent 
appropriations, and also provides for the adjustments of appropria- 
tions made necessary by reorganizations. Finally, (itle III repeals in 
whole or in part 106 statutory provisions which were obsolete or in 
conflict with this statute. 

The record shows that the recommendations contained in the 
Hoover Commission report were in general accord with the joint 
accounting project initiated during the Eightieth Congress. At that 
time a program was undertaken by the General Accounting Office, 
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the Treasury Department, and the Bureau of the Budget with a view 
to completely revising and modernizing the fiscal structure of the 
executive branch of the Government. At least 2 years prior to the 
submission of the report of the Hoover Commission, the foundation 
for the program had been established and its activities constantly 
urged upon the participating agencies by this committee. Some 
aspects of the program were actually in operation on a preliminary 
trial basis in several agencies before the Commission’s report was 
submitted to the Congress. 

The Budget and Accounting Procedures Act not only incorporated 
the basic recommendations of the Hoover Commission but carried out 
the program anticipated by the Congress prior to the creation of the 
Commission itself. In rejecting the provision relating to the creation 
of an Accountant General in the Department of the Treasury, this 
committee stated in its report (S. Rept. 2031, 81st Cong.) that this 
action conforms to ‘‘policies established and adhered to over a period 
of many years by the Congress. The continuation of the functions 
of the General Accounting Office as an agency of Congress is essential 
to the maintenance of adequate appropriation and expenditure control 
by the Congress over the Federal Government, and the committee 
is convinced the omission of the recommendation for the creation of 
an Accountant General will in no way interfere with the accomplish- 
ment of every other recommendation of the Commission on Organiza- 
tion of the Executive Branch of the Government in its report on 
budgeting and accounting. * * * In the opinion of this com- 
mittee, not only is the question of appointing an Accountant General 
to supersede the representative of Congress—the Comptroller General 
of the United States—a substantive -poliey matter, but the committee 
further believes that this proposal also concerns primarily the legis- 
lative branch of the Government rather than the executive branch, 
over which the Hoover Commission had no jurisdiction in conducting 
its survey for reorganizations in the Federal Government.” 

Three other actions of the Congress which closely relate to the 
enactment of the Budget and Accounting Procedures Act of 1950 
were the approval of the Post Office Financial Control Act of 1950 
(Public Law 712, 81st Cong.); providing for financing the operations 
of the Bureau of Engraving and Printing (Public Law 656, 81st Cong.) ; 
and title 1V of Public Law 216, Eighty-first Congress, which provided 
for the establishment of coordinated accounting and fiscal procedures 
in the Post Office and Defense Departments and the Bureau of Engrav- 
ing and Printing similar to the provisions of the basic accounting act. 

In its efforts to perfect the accounting system of the executive 
branch, this committee was impressed with the statement made by 
the Commission in its report that ‘‘Congress, the press, and the public 
are, therefore, often confused about the total amount of appropri- 
ations in any major appropriation bill.” In recognizing this defi- 
ciency in the legislative structure, and the urgent need for action in 
order to bring the legislative fiscal structure into focus with the 
tremendously increased Federal operations, the Commission suggested 
to the Congress that ‘‘a complete survey of the appropriation structure 
should be undertaken without delay.” Following the enactment of 
the Budget and Accounting Procedures Act of 1950, the chairman of 
the Senate Committee on Government Operations instructed the staff 
to proceed immediately with studies which would perfect the fiscal 
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procedures of the Congress in accord with the evident meaning and 
purport of this recommendation of the Commission, directed at the 
legislative branch. 

A bill designed to meet this and related fiseal policies was introduced 
by the chairman of this committee in the Eighty-first Congress, 
S. 2898, providing for the creation of a Joint Committee on the 
Budget, to serve the Appropriations Committees of the Congress in a 
manner similar to the functions carried out by the Bureau of the 
Budget for the President of the United States. Further studies 
were found to be necessary, however, in'order to resolve conflicting 
views on the part of certain Members of Congress, and to insure that 
the proposed program would continue to come within present juris- 
dictional controls of existing committees, particularly the Appropri- 
ations Committees. Action on S. 2898 was therefore delayed, but 
extensive hearings were held on a revised bill, S. 913, in the Eighty- 
second Congress.’ S. 913 was reported favorably to the Senate on 
July 25, 1951. The committee report (S. Rept. 576, 82d Cong.) set 
forth the purposes of the proposed legislation, as follows: 


5. 913 represents months of careful study on the part of the committee to evolve 
some method by which the congressional fiscal structure can be improved in 
order that the legislative branch may assume its rightful position in reaching vital 
decisions affecting the future of the Nation. Confronted with imposing and 
increasing threats to the national economy because of ever-mounting spending 
pressures both from internal sources and from abroad, it is essential that the 
Congress delay no longer in meeting this issue head-on, and solving the problem 
before it is toolate. This committee believes that S. 913 offers at least an approach 
to the solution of these problems ir that the legislative branch would be definitely 
provided with the equipment to permit it to examine carefully every item of 
expenditure so that appropriations may be limited to only as much, and no more 
than, is actually necessary to provide the minimum funds essential to successful 
operation of the Government. * * * 

The proposed joint committee would be assigned several major duties, perform- 
ing a similar service for the legislative branch as the present Bureau of the Budget 
now performs for the President and paralleling, as to expenditures, the functions 
performed by the Joint Committee on Internal Revenue Taxation in the revenue 
field. It would be required to inform itself on all aspects of the annual budget 
of the agencies of the Government, to examine expenditure reports, and to 
investigate the details of Federal operations in order that theAppropriations 
Committees might be provided with detailed information concerning each item in 
the budget and the justifications therefor. It would also be required to fully 
utilize information emanating from the Joint Committee on Internal Revenue 
Taxation and all other sources as to estimated revenues and changing economic 
conditions, in order that a well-considered fiscal program may be devised to hold 
expenditures to the minimum in relation to anticipated Federal revenues and 
consistent with essential requirements of Government operations and the national 
security. 

In addition, the joint committee would be authorized to report on and recom- 
mend appropriate legislative changes to standing jurisdictional committees so 
that they may eliminate wasteful practices and correct deviations from programs 
authorized by the Congress, and to recommend cut-backs in such programs when 
in the public interest. To aid the Committees on Appropriations in determining 
the action necessary to conform to this program, the joint committee would be 
required to submit, at the beginning of each regular session of Congress, and 
periodically as deemed necessary, scbedules of total estimated costs of all programs 
and projects authorized by the Cc ongress, together with estimated costs of such 
programs and projects during the current, succeeding, and subsequent fiscal 
years where the program extends for more than 2 years. 

The bill would authorize the employment of adequate staff personnel on a basis 
of technical and professional fitness and attempts to effect the building up of a 
permanent qualified staff to insure that efficient service will be rendered to the 
Congress on a continuing basis. 


1° Also see hearings on Organization and Operation of Congress, Senate Committee on Government Oper 
ations, June 6-27, 1951. 
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Section 2 provides that all committees reporting legislation authorizing appro- 
priations must include in their reports estimates as to the initial cost of the project 
or programs and its continuing cost over the succeeding 5 years. 

Section 3 of the bill authorizes the joint committee to recommend joint hearings 
by the Appropriations Committees and subcommittees thereof, in the interest of 
expediting action on appropriation measures. This would insure conservation of 
the time and energy of the members of these committees and administrative 
officials of the Government, without in any way interfering with the independence 
of separate committee deliberations and decisions. 

S. 91: a the Senate, with amendments, on April 8, 1952, by 
vote of 55 to 8. The House Committee on Rules, to whic h the meas- 
ure was re eferred after passage by the Senate, held 6 days’ hearings and 
reported a companion measure (IH. R. 7888) favorably for House 
action. Under House procedures, it was necessary to approve 
rule permitting consideration of the bill, but that was rejected on 
record roll-call vote of 173 to 155 (see Congressional Record, July < 
1952, p. 9352). 

In connection with this action of the House in rejecting a rule to 
even consider the merits of the bill, the House Committee on Appro- 
priations succeeded in amending the supplemental appropriation bill 
so as to provide each of the two Committees on Appropriations with 
a total of $250,000 annually for additional staff. The effect of this 
action is to bring about a complete duplication of staff operations by 
the House and Senate Committees on Appropriations. One of the 
main objectives of S. 913 was to eliminate such duplications and to 
make the joint committee staff services available to both committees 
on an equal basis. The Legislative Reorganization Act of 1946 
authorizes both the Appropriations Committees to employ whatever 
personnel is required, without limitations as to number or cost, which 
authorization has not been utilized. This committee has indicated 

its intention to continue its efforts to improve the fiscal structure of 
the legislative branch in line with the modernization of the fiscal 
structure of the executive branch. The Congress will not, until some 
such action is taken, be able to properly exercise its control over the 
purse strings as authorized under the Constitution. This can be 
done without in any way undermining the authority of the Appropria- 
tions C ommitte es or changing the accepted practice of permitting the 
House of Representatives to initiate appropriation measures. 

It has been emphasized by some of the proponents of S. 913 that, 
by providing the Congress with adequate fiscal machinery with 
which to control Federal expenditures, to cut unnecessary programs, 
and to eliminate duplication, waste, and extravagance, would bring 
about savings to the taxpayers far in excess of all economies that could 
possibly result from the full activation of all the other Hoover Com- 
mission recommendations. 

Closely related to the general subject matter of Hoover Commission 
report on budgeting and accounting were a number of measures intro- 
duced in the Eighty-first and Eighty-second Congresses proposing 
various legislative fiscal reforms, which are set forth briefly as a part 
of the composite legislative fiscal program. The legislative budget 
provisions in the Legislative Reorganization Act of 1946 created 
joint committee to recommend the over-all total to which appro- 
priations should be cut annually, in view of revenue prospects. For 
various reasons this provision has failed and, hence, various alterna- 
tives have been proposed for change in addition to the MeClellan 
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bill, S. 913, including Senate Concurrent Resolutions Nos. 18 and 
38 of 1949, and No. 27 of 1941. The three resolutions called for 
an annual omnibus appropriation bill, passage of which would bring 
about a part of the earlier broad legislativ e objective of the legislative 
budget which interrelated total appropriations and revenues. All of 
the resolutions were reported favorably by the Senate C ommittee on 
Rules and Administration, but made little further progress. Mean- 
while, efforts have been made by the House Appropri: itions Commit- 
tee, and then abandoned after a single year’s experimentation, to 
place an omnibus appropriation bill in action without statutory change. 

To meet objections of the executive agencies that the above type 
of omnibus appropriation bill greatly increases the danger of bad 
legislative riders, three members of the Senate Committee on Rules 
and Administration introduced S. 2161 on June 29, 1949, authorizing 
the President to impound certain appropriated moneys, which was 
referred to the Committee on Government Operations. This pro- 
posal resembles an item veto in that the President may strike out 
parts or all of items of appropriations which he deems are “not in the 
public interest,” in general accord with the recommendation of the 
Hoover Commission, that the President be authorized to spend less 
than full appropriations if legislative purposes are carried out. In 
an attempt to meet the constitutionality question involved in this 
provision, the bill then authorized Congress to reappropriate by simple 
majority any dollar items stricken by the President. If so reappro- 
priated by the Congress, the President may not again intervene in 
those cases. S. 2161 made no further progress. 

In 1949, Rees McClellan introduced Senate Joint Resolution 108, 
requiring an over-all cut of not less than 5 percent, nor more than 10 
percent, to bring the Federal budget more nearly in balance. The 
resolution was favorably reported by the Senate Committee on Govern- 
ment Operations (S. Rept. 498, dated June 13, 1949). In order to 
make further legislative progress, it became necessary to attempt 
attaching the resolution as an amendment to an appropriation bill; 
this required a technical vote to suspend the rules and the final vote of 
48 to 28 fell three votes short of obtaining the necessary two-thirds 
majority. Probably this background played a considerable role in 
the large over-all reduction which the Congress required be made in 
1950 appropriations. 

Meanwhile, Senator MeClellan introduced another proposal, 
Senate Joint Resolution 131, on September 30, 1949, requiring the 
President annually to submit along with his regular budget an alter- 
nate and balanced budget for the fiscal year 1951. It was felt that 
Congress would thereby be much more adequately equipped to make 
specific and informed determinations as to what over-all deficit, if any, 
developing circumstances may justify. The Senate voted the sub- 
stance of this resolution as an amendment to the Executive Pay 
Raise Act of 1949, but it was stricken in conference (H. Rept. 1411) 
When the Senate Committee on Government Operations favorably 
reported S. 913, the Joint Budget Committee bill, the committee also 
favorably reported an accompanying amendment of S. 913 calling for 
annual submission by the President of an alternate hebeuieed budget. 
The two proposals were kept separate by the committee so as not to 


mingle the differing arguments relative to them. The Senate passed 
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and sent along S. 913 for House consideration, without adding to it the 
amendment calling for an alternate balanced budget requirement. 

Except for the two deviations outlined above, which are primarily 
legislative policy matters and not reorganization proposals, this 
report has been 100 percent approved and activated. 


Rerort No. 8—NatTIoNAL Security ORGANIZATION 


This report contains six basic recommendations, designed to bring 
about unification and strengthening civilian control over the National 
Military Establishment. The recommendations cover organization, 
policy, budgeting, accounting, personnel (civilian and military), and 
integration of national defense. The report states that there is a 
serious lack of close working relations within the National Military 
Establishment, and as a result of this condition, dishs armony, lack of 
uniform planning, waste, and extravagance are prevalent throughout 
the organization. 

The Commission specifically recommended that complete fiscal 
authority be vested in the Secretary of Defense, that the entire mili- 
tary budget system be overhauled, the adoption of a performance 
budget, and that the Department maintain complete, accurate, and 
current inventories. The Commission further recommended that 
complete authority over the Department be vested in the Secretary, 
in order that he can maintain control over its operations, in accord- 
ance with the general recommendations contained in the report on 
general management. Other Hoover Commission recommendations 
covered a variety of subjects ranging from changes in administration 
of civil-service employees, including decentralization of recruitment, 
and the establishment of uniform ‘personnel policies; effecting more 
effective working relations between the Joint Chiefs of Staff, National 
Security Council, CIA, and the Munitions Board; and the transfer of 
control over hospital and other medical services to a unified medical 
administration, as recommended in its report on medical activities. 
The concluding recommendation of the Commission dealt directly 
with questions of policy relating to such problems as civilian mobiliza- 
tion, use of advisory boards, formulation of stockpiling policies, and 
psychological and economic warfare. 

Following the submission of the Hoover Commission reports, the 
National Military Establishment drafted its own bill (S. 1843) to 
implement the 24 specific recommendations in this report. In addition 
to the administration bill, a number of other bills were introduced by 
Members of Congress to carry out specific objectives. One of these, 
H. R. 2216, amended the National Security Act of 1947 by providing 
for the establishment of an Office of Under Secretary of Defense 
(Public Law No. 36, 8lst Cong.). The Eighty-first Congress also 
authorized the Central Intelligence Agency to reorganize and improve 
its internal structure in accordance with the Commission’s recom- 
mendations (Public Law No. 110). Enactment of another bill (H. KR. 
8198) provided for reorganizing the Department of the Army in 
accordance with the organization structure established under tem- 
porary authority granted during World War II. This act (Public 
Law No. 581, 81st Cong.) established on a permanent basis clear lines 
of authority "from the Secretery to the various services and staff 
officers, and repealed many statutory provisions which heretofore 
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prescribed organizational details and duties and powers of officers 
subordinate to the Secretary. 

These actions were further coordinated to carry out the purport and 
objectives of all of the Commission’s recommendations on the National 
Security Organization as proposed in the bill (S. 1843) drafted by 
representatives of the Hoover Commission and the National Military 

Establishment, which, after extensive hearings, was enacted into law 
(Public Law No. 216, 81st Cong.). This act converted the National 
Military Establishment into a Department of Defense. It provided 
for basic changes in the composition of the National Security Council, 
converted the Departments of Army, Navy, and Air Force into 
military departments without Cabinet status, and vested in the 
Secretary of Defense complete authority and control over the admin- 
istration of the new department. The act also authorized the estab- 
lishment of three Assistant Secretaries of Defense, created the position 
of Chairman of the Joint Chiefs of Staff, established the Munitions 
Board as an integrated part of the Department under the jurisdiction 
of the Secretary, and made the Research and Development Board 
advisory to the Secretary as to the status of scientific research relating 
to the national security. 

The act further provided for the establishment of a Comptroller for 
the Department of Defense and a Comptroller for each of the three 
military departments and authorized the establishment of a 
performance-type budget calling for the coordination of the Depart- 
ment’s accounting, auditing, statistical, and fiscal policies, procedures, 
and methods over all appropriations and funds allocated to it. This 
section of the act was in line with related actions taken by the Congress 
in approving the Budget and Accounting Procedures Act of 1950 and 
the Post Office Department Financial Control Act of 1950. 

The Federal Property and Administrative Services Act, approved 
June 30, 1949, provided that the Administrator of General Services 
establish and maintain such uniform Federal supply catalog systems 
as may be appropriate to identify and classify personal property 
under the control of Federal agencies. This act also provided that 
the Secretary of Defense and the Administrator of General Services 
shall coordinate the catalog activities of the two agencies so as to avoid 
unnecessary. duplication. Under this authority coordinating com- 
mittees were established and areas of understanding were agreed to 
by the Secretary of Defense and the Administrator of General Services. 
Subsequently the Department of Defense attempted to withdraw 
from this arrangement. A resolution drafted and approved by the 
Department of Defense, proposing to separate its cataloging program 
from all other departments and agencies of the Government, was 
rejected by the Congress. After the jurisdictional committees of 
Congress had consulted with representatives of the GSA, House Con- 
current Resolution 97 was introduced and adopted, to place the 
Congress on record as again approving the previously authorized 
developments of a single supply catalog system, and calling upon the 
affected agencies to expedite action on the program. 

In the Kighty-second Congress the entire program was reappraised, 
and a bill (H. R. 7405) was introduced in the House which provided 
for the further consolidation and coordination of the cataloging and 
standardization program. Under the authority of this act, known as 
the Defense Cataloging and Standardization Act (Public Law 436, 
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82d Cong.) a Defense Supply Management Agency was established 
within the Department and authorized to develop “a single catalog 
system and related supply standardization program.” 

During the latter part of the calendar year 1950, the staff of this 
committee made a study of the procurement and supply system of the 
Department of Defense, with a view of ascertaining where duplicating 
and overlapping services are carried on in the Military Establishment. 
Because of the tremendous size of the Department’s supply program 
and the extent of its operations throughout the world, the staff con- 
centrated on a single segment of the program which could be readily 
identified and compared with similar civilian activities of the Gov- 
ernment. This study revealed that the Departments of the Army 
and the Navy maintained independent a ly systems for 
their respective services competing against each other for medical 
personnel, for the procurement, eunaneealads and issue of medical 
supplies and equipment which are procured from the same sources. 
As a result of duplications of this type, millions of dollars have been 
spent for construction and maintenance of warehouses, supply depots, 
and distribution centers, which the committee recommended should 
be eliminated by consolidated procurement and distribution of such 
items of supply. In the spring of 1951, the Intergovernmental Rela- 
tions Subcommittee of the House Committee on Expenditures in the 
Executive Departments followed up on this committee’s study, and 
initiated a survey of the management of Federal supply with special 
emphasis on military-supply management. Extensive hearings and 
field studies were conducted by the subcommittee and several reports 
were issued, pointing out deficiencies in the management and opera- 
tion of the supply and distribution systems. 

The information contained in these reports, together with other 
data and observations of committee members, was made available to 
the Appropriations Committees of Congress. Based on this informa- 
tion, the Senate Appropriations Committee amended the bill prov iding 
appropriations for the Department of Defense, fiscal year 1953, to 
prohibit any officer of the Department from obligating any funds 
until the Secretary of Defense issued necessary regulations eliminating 
duplication of procurement, production, warehousing, and distribution 
of supplies or equipment or related supply-management functions. 
This amendment, which became effective on September 5, 1952, will 
undoubtedly improve the efficiency of the Department and make 
possible great savings in manpower, material, transportation costs, 
and appropriations, while increasing the effectiveness of logistics sup- 
port. In addition, this program will bring about better utilization of 
trained medical personnel who have been engaged in this type of work 
rather than in medical care and services. 

The Congress also saaanien Reorganization Plan No. 4 of 1949, 
transferring the National Security Council and the National Security 
Resources Board from the Department of Defense to the Executive 
Office of the President, and Reorganization Plan No. 25 of 1950, which 
transferred the functions of the National Security Resources Board to 
the Chairman and made the Board advisory to the Chairman. The 
latter plan clarified the responsibilities of the NSRB in the mobiliza- 
tion area and permitted the expedition of mobilization of civilian 
defense programs. The effect of plan No. 4 of 1949 was to bring about 
closer relations between the National Security Council, the Central 
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Intelligence Agency, the Research and Development Board, the 
Munitions Board, and the National Security Resources Board. The 
work of the Central Intelligence Agency was improved under the 
authority of the basic acts, Which resulted in the creation of an 
Interdepartmental Intelligence Committee and an Interdepartmental 
Committee on Internal Security under the National Security Council. 

Except for minor variations as were found necessary by the appro- 
priate jurisdictional committees to meet the administrative problems 
outlined by the Secretary of Defense and other officials under whose 
authority these programs would be carried out, all of the recom- 
mendations within the Commission’s report on the National Security 
Organization have been fully eadeenaied: The result has been to 
improve the structure of the Department of Defense and correlated 
agencies. Full utilization of the authority provided will also bring 
about better coordination of Federal procurement and of cataloging 
systems. 

As an indication of the continued benefits that will accrue from the 
Hoover Commission’s reports through actions initiated by the Con- 
gress to supplement activation of certain of its recommendations, 
Public Law 581 of the Eighty-first Congress, which provided for the 
reorganization of the Department of the Army, is cited. The pro- 
visions of this act related directly to developments following the 
approval of Public Law 216 of the Eighty-first Congress, creating the 
Department of Defense. Public Law 581 authorized a complete 
reorganization of the Department of the Army, to accord with actions 
taken in direct implementation of the Hoover Commission’s recom- 
mendations, under the basic reorganization program previously 
approved. ‘This type of action is indicative of the legislative process 
in following up on these programs as additional facts are developed 
and information becomes available relative to further desirable ¢ hanges 
in the structure of the executive branch, and is a good example of 
legislative action that may be expected in the future on many of the 
reports submitted by the Commission. 


Rerrort No. 9—VeETERANS’ AFFAIRS 


The Commission made six general recommendations in this report 


? 


to correct “‘serious organizational defects” which result, among other 
things, in “conflicting lines of authovity to field offices with divided 
responsibility for programs,” an “excess of internal organizational 
units, many of which are based on a process rather than a program” 
and, in the final analysis, a general impairment of service to veterans. 
Six of the twelve specific recommendations contained in this report, 
relating to changes and improvements in internal management, were 
in general accord with other recommendations in the reports on general 
management and general services. 

A bill (S. 2019) was introduced in the Eighty-first Congress to 
carry out another recommendation, which proposed the consolidation 
of insurance functions into a Veterans’ Life Insurance Corporation. 
The bill was referred to the Senate Committee on Finance, which 
took no action. A similar bill was reintroduced in the Eighty-second 
Congress (S. 1138), together with another bill (S. 1151) carrying out 
the other recommendations of the Commission in its report on vet- 
erans’ affairs. The first of these measures was again referred to the 
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Committee on Finance, while the latter bill was submitted to this 
committee. The Subcommittee on Reorganization undertook a study 
of its provisions, and to make recommendations for action to the full 
committee. 

On receipt of the Hoover Commission’s Report on Veterans’ Affairs, 
the chairman of this committee wrote the Veterans’ Administrator 
requesting his views and comments on the recommendations which 
affected veterans’ programs. In response to this request, dated 
May 23, 1949, General Gray replied fully on June 24, 1949, expressing 
opposition to some aspect of every one of the Commission’s recom- 
mendations, contending that studies had constantly been made and 
would continue with respect to organization of the Veterans’ Adminis- 
tration, and stated that ‘‘as it becomes evident that changes in organi- 
zation will promote efficiency in service to veterans or economy without 
sacrifice of service, the necessary action will be taken.”’ The Adminis- 
trator also contended that “the present practices on issuance of 
directives are believed to be proper,” but vigorously opposed the 
incorporation of the veterans’ insurance program, stating that— 

a careful consideration of all the factors involved leads me to the conclusion that 
the creation of a corporation to handle insurance operations would not add any 
impetus to better service to the policyholders or economy in operation. 

The Administrator expressed somewhat similar views regarding other 
basic recommendations of the Commission relative to readjustment of 
the compensation and pension services, loan guaranty programs, and 
the transfer of veterans’ medical activities to a proposed United 
Medical Administration. The latter is dealt with in the report on 
medical services. 

In view of the many problems involved, the widespread interest 
in the operations of the Veterans’ Administration and the opposition 
views of the Administrator and representatives of veterans’ organiza- 
tions, the President apparently determined that the Hoover Com- 
mission report wes too broad in its general aspects to warrant action 
without more adequate and extensive study. He therefore authorized 
the Veterans’ Administrator to enter into a contract for a comp!cte 
management survey of the central activities of the Veterans’ Admin- 
istration and of certain selected typical field services, with a view to 
developing more details and basic facts governing the present opera- 
tions of the Veterans’ Administration before attempting to reorganize 
the agency. It was proposed that such a broad survey would not 
only provide a better basis for the guidance of the Congress in enacting 
legislation along the lines recommended by the Hoover Commission, 
but would also indicate administrative actions which would conform 
to the purpose and intent of the Commission’s recommendations. 

The Subcommittee on Reorganization thereupon determined that 
it would be unproductive to attempt to hold hearings on the pending 
bill (S. 1151) until the reports of the management firm were available 
Accordingly, the subcommittee suggested postponement of action until 
the new Congress convened, to which the full committee agreed. 
The House Committee on Veterans’ Affairs, in the meantime, started 
hearings on companion bills to S. 1138 and S. 1151, as well as other 
reorganization proposals pending before that committee. As the 
hearings proceeded, however, it developed, as this committee had 
previously found, that it would be premature to act on the Hoover 
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Commission recommendations until the broader and more compre- 
hensive management reports were made available to the Congress. 

In addition to these hearings, a subcommittee of the House Com- 
mittee on Expenditures in the Executive Departments (now the 
Committee on Government Operations) held extended hearings in 
May 1950 on the national service life insurance program, with a view 
to exploring the possibility of promoting more efficiency in operation 
and effecting economies in its administration whereve r possible. 
During the process of these hearings, consideration was given to the 
Hoover Commission recommendations, as well as to many other 
suggestions relative to the improvement of the Veterans’ insurance 
services. 

Although this entire area has been under constant study by the 
committees of the C ongress during the 3 years following the submission 
of the Hoover Commission’s recommendations, it has been the view 
of the jurisdictional committees that it would be only logical to with- 
hold legislative action until an opportunity had been afforded to fully 
evaluate the results of the management survey. It may be concluded, 
therefore, that while it has been necessary to withhold legislative action 
on this extensive program, it is only a temporary postponeme nt of 
such action. If the recommendations contained in the management 
survey do not permit the Administrator to take administrative action 
necessary to correct existing abuses and modernize the structure of 
the Veterans’ Administration, legislative direction must be provided 
for this purpose. 

Only certain phases of the six basic recommendations of the Hoover 
Commission in this report have been carried into effect. A partial 
implementation of a number of proposals dealing with internal 
controls were effectuated through administrative action, including 
changing the title of Executive Assistant Administrator to Deputy 
Administrator, and the issuance of directives from the central office 
to the field. This was qualified by noting an exception in the case 
of the Veterans’ Canteen Service because it is treated as a self- 
supporting business operation and the Administrator stated his belief 
that the present practices on the issuance of directives were believed 
to be proper. This was the practice at the time the Hoover Commis- 
sion reports were submitted and continues to be the basic procedure 
at the present time. Finally, existing laws relating to the certification 
of educational institutions, although still left to the States, have been 
strengthened, thus giving effect to the primary objective of this 
proposal. 

Further action on proposed administrative and legislative changes, 
constituting an estimated 80 percent of the report, will be reconsidered 
by the Congress in light of the more detailed and elaborate recom- 
mendations ‘proposed 1 in the management survey. This survey of the 
over-all organization and interrelationships of the Veterans’ Adminis- 
tration was contracted for on December 28, 1950, at a cost of $605,000. 
This approximates one-third of the total expenditures made by the 
Hoover Commission for its activities, including its task forces of more 
than 300 specialists who made studies of the operations of the entire 
Federal Government. In view of the indicated broad coverage of 
this specialized survey into the activities of the Veterans’ Administra- 
tion, it is not unlikely that there may be many recommendations 
submitted to the Administrator and to the Congress which woald be 
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at variance with the conclusions reached by the Hoover Commission. 
The recommendations were available to the management firm, how- 
ever, and were necessarily taken into account before conclusions were 
reached. Therefore, any future administrative or legislative actions 
will be based on a more detailed and comprehensive study than was 
possible by the Hoover Commission. 

In commenting on this report, the Veterans’ Administrator at- 
tempted to clarify a number of the staff interpretations relating 
primarily to internal organization and administrative actions, extracts 
from which follow: 


For the purpose of conveying a more precise picture of the Administrator’s 
position in his report of June 24, 1949, you may desire to point out that in his 
comment on recommendation No. 1 with respect to internal organization the 
Administrator also stated that such recommendation, with the exception of the 
Veterans’ Life Insurance Corporation, could be effectuated under his existing 
authority, but that in view of the fact that a major reorganization involving liqui- 
dation of the 13 branch offices had just been concluded, it was his view that any 
further change in organization at that time would be ill-advised. His full state- 
ment, in that context, with respect to continuing studies and changes in organi- 
zation, follows: “‘Studies have constantly been made and will continue (including 
due consideration of the Commission’s recommendations) with respect to organi- 
zation of the Veterans’ Administration. As it becomes evident that changes in 
organization will promote efficiency in service to veterans or economy without 
sacrifice of service the necessary action will be taken.” 

The policy which the Administrator has followed as to organizational and 
management improvements, and his views concerning legislation proposing the 
creation of a Veterans’ Life Insurance Corporation and a statutory reorganization 
of the Veterans’ Administration were more recently reflected by his statement of 
June 10, 1952, before the Committee on Veterans’ Affairs, House of Representa- 
tives, in the course of hearings on the House bills, EKighty-second Congress, growing 
out of the Hoover Commission proposals on these subjects (H. R. 3316, H. R. 
3317, H. R. 3677, and H. R. 3686, 82d Cong.). In that statement he referred to 
the fact that a number of management-improvement actions had taken place since 
he had assumed office in 1948, including two major changes in organization repre- 
sented by the abolition of the 13 branch offices and the consolidation of district 
offices. An attachment to the Administrator’s statement before the House 
committee outlined some of these significant management-improvement actions 
during the vears 1948-52, together with an indication in each instance of estimated 
savings. ‘The Administrator’s statement, as well as the mentioned attachment 
(which has been revised to a more current basis in certain particulars, as indicated) 
are enclosed as bearing upon the subject matter of the proposed committee report. 

The committee print states that the Administrator expressed somewhat 
similar views regarding certain other basic recommendations as were expressed 
in his quoted opposition to the incorporation of the veterans’ insurance pro- 
gram. This, of course, is a very general characterization of the Administrator’s 
report on these matters and fails to take any special notice of the fact that, in 
addition to the practical difficulties involved, the Administrator opposed those 
recommendations which would separate certain basic activities from the Vet- 
erans’ Administration (the loan guaranty program, veterans’ medical activities, 
and hospital construction activities) on the further ground that the transfer of 
these activities to other agencies would be in direct conflict with the established 
policy of the Government to treat veterans as a group deserving of special con- 
sideration through a system of benefits administered by a single agency of the 
Government. 

The report also purports to outline the reasons for the contract management 
survey of the Vetera:s’ Administration which was e™thorized by the President. 
On February 7, 1952, there was furnished to the chairman of the Subcommittee 
on Reorganization of your committee, copies of the letter from the Veterans’ 
Administration inviting proposels for the survey, which was mailed on October 
27, 1950, to 16 management engineering firms, as well as a copy of the letter from 
the firm Booz, Allen & Hamilton representing its proposal and copy of the con- 
tract which was entered into on December 28, 1950. The stated objective of 
the survey was contained in the second paragraph of the mentioned letter of 
October 27, 1950, which became a part of the contract, reading as follows: 
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“The objective of the survey is to determine whether the need exists for a 
reorganization of the Veterans’ Administration. Further objectives are to ap- 
praise the Veterans’ Administration to determine how well it accomplishes its 
missions by improving services to veterans and dependents of deceased veterans 
at a minimum cost, to determine what changes of organization, if any, should 
be made to increase the efficieney and economy of its operations and the effec- 
tiveness of management direction and control of Operations at all levels, and to 
determine whether the greatest possible degree of efficiency is attained in the 
performance of the major functions and responsibilities assigned to the principal 
organizational components,’”’ 

In spite of repeated efforts on the part of the committee to procure 
copies of this Management survey which was completed in April 1952, 
copies were not made available to the committee for staff study until 
late in the year. The report was printed, together with recommenda- 
tions to the Administrator of Veterans’ Affairs. for the use of the 
House Committee on Veterans’ Affairs as House Document No. 322, 
Kighty-seeond Coneress, consisting of 990 pages in addition to numer- 
ous charts. At the direction of the chairman, the staff has undertaken 
preliminary examinations of various activities of the Veterans’ 
Administration with & view to making available to the committee 
factual data compiled in connection With the operation of medical and 
hospital programs. the lack of coordination of top-level administrative 
controls and certain aspects of the insurance programs. In view of 
the staff's inability to Procure copies of the management survey, 
however, this study is not yet complete, and in view of the voluminous 
report submitted by the management firm, it may become necessary 
to delay action on any reorganization proposals submitted relating to 
the Veterans’ Administration unti] more time is available for thorough 
analysis of the information furnished. 


Reporr No. 10—DepartmMent OF ComMMERCE 


The Commission, in its report on the Department of Commerce, 
recommended (1) improvements in departmental administration in 
accordance with the Commission’s recommendations in the report 
on general management of the executive branch; (2) a grouping 
together in the Department of Commerce of all major transportation 
activities of the Government now located in various executive agen- 
cies, commissions, and boards, except for independent regulatory 
functions; (3) transfer of the commercial-fisheries activities of the 
Department of the Interior to a proposed Bureau of Commercial 
Fisheries in the Department of Commerce; (4) establishment of an 
interdepartmental committee between the Departments of Com- 
merce, Agriculture, Interior, and State to determine respective com- 
modity-research areas; and (5) providing the Department, as recom- 
mended in the Commission’s report on foreign affairs, with its own 
appropriation to employ personnel to fill oversea reporting posts in 
a limited number of cases Involving technical reporting, or an unusual 
amount of commercial] reporting, 

In addition to its general recommendations concerning the proposed 
departmental reorganization, the Commission included 14 specific 
recommendations covering the proposed transportation and industrial 
and commercial activities of the Department. 

In implementation of many of the recommendations relating to 
the operation of the Department, Reorganization Plan No. 5 of 1950 
(S. Rept. 1561, 81st Cong.) provided for the reorganization of the 
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Department of Commerce, as recommended in this report and in 
the report on general management. The plan transferred to the 
Secretary all departmental functions except those of hearing examiners, 
the Civil Aeronautics Board, the Inland Waterways Corporation, and 
the Advisory Board of the Inland Waterways Corporation. It also 
authorized the Secretary to delegate functions to such subordinates 
as he deems necessary, and to appoint an Administrative Assistant 
Secretary. Some opposition developed to the plan because of its 
failure to exempt the transfer of certain judicial or quasi-judicial 
functions of the Patent Office to the Secretary. A resolution of 
disapproval (S. Res. 259) was introduced but was rejected in the 
Senate and the plan became effective on May 25, 1950. 

The transportation recommendations on which action has been 
taken include the transfer of the functions of the Public Roads Admin- 
istration from the Federal Works Agency to the Department of Com- 
merce by Reorganization Plan No. 7 of 1949 (S. Rept. 927, 81st 
Cong.). Prior to the effective date of this plan, August 17, 1949, 
the Public Roads Administration was a constituent agency of the 
Gener: al Services Administration, where it was placed pursuant to 

section 103 of the Federal Property and Administrative Services Act 
of 1949, and designated as the Bureau of Public Roads. 

Reorganization Plan No. 6 of 1949, effective August 20, 1949 
(S. Rept. 840, 81st Cong.), had strengthened the administration of 
the United States Maritime Commission by vesting in the Chairman 
responsibility for administrative control and for the appointment and 
supervision of personnel. Reorganization Plan No. 21 of 1950 
effective May 19, 1950 (S. Rept. 1674, 8ist Cong.), established 
Federal Maritime Board, a Maritime Administration, and a position 
of Under Secretary of Commerce for Transportation in the Depart- 
ment of Commerce. It abolished the Maritime Commission and 
transferred its functions, except for the economic regulatory and 
certain subsidy functions which were vested in the Federal Maritime 
Board, to the Secretary with authority to redelegate such authority 
as he determined to be necessary to the Maritime Administrator or 
other official. Plan No. 21 of 1950 was a further step toward a com- 
plete revision of the maritime program and the integration of its 
functions into the Department of Commerce, as recommended by the 
Hoover Commission. Plan No. 21, by providing for the appointment 
of a new Under Secretary of Commerce for Transportation, made 
available an officer of the highest rank to assist the Secretary in 
supervising the varied and complex transportation programs of the 
Department, providing central leadership in transportation matters 
and in the development of over-all transportation policy within the 
executive branch. 

A number of the other recommendations in connection with the 
proposed establishment of a transportation service within the Depart- 
ment have received consideration, and some have been carried into 
effect wholly or partially, either as recommended or as to intent. 
These include the grouping of all nonregulatory transportation 
activities within the Department of Commerce, assigning establish- 
ment of transportation-route programs for air, land, and water to the 
Secretary of Commerce and establishing a coordinating structure in 
the Department relating to the functions of the Weather Bureau. 
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Other recommendations in the report which were considered but not 
approved by the Congress, or which for various reasons have not 
received final consideration, include proposals to establish a Bureau of 

Civil Aviation to administer the CAA and to issue and enforce air- 
aaa rules with CAB review; transfer of the National Advisory 
Committee for Aeronautics to the proposed Bureau of Civil Aviation; 
transfer of motor-carrier-safety functions from ICC to Commerce; 
transfer of car-service-and-safety and railroad-consolidation functions 
from ICC to Commerce; study the marine functions of the Bureau of 
Customs with eventual transfer to the Department of Commerce if 
justified ; transfer of the Coast Guard from the Treasury Department; 
transfer all commercial-fishery activities of the Department of the 
Interior to a Bureau of Commercial Fisheries in the Department of 
Commerce; and establish an interdepartmental committee to determ’ne 
commodity-research areas. The reason some of .these recommenda- 
tions have not been implemented is that they involve basic legislative- 
policy determinations of long-standing controversy among the depart- 
ments, the industries affected, and the Congress. 

The recommendation that the Office of Defense Transportation be 
transferred from the Executive Office of the President to the Depart- 
ment of Commerce failed to be adopted before that Office was termi- 
nated effective July 1, 1949, by Executive order. The functions of the 
Office of Defense Transportation have since been reestablished 
part within the Department of Commerce by Reorganization Plan 
No. 21 of 1950 and by Executive Order 10219. Other functions of the 
Office of Defense Transportation are being carried out by the Defense 
Transportation Administration. 

The most far-reaching recommendation in this report involved basic 
policy problems which have been pending before the Congress for a 
number of years. It proposed that all major “nonregulatory”’ 
transportation activities of the Government be grouped in the De- 
partment of Commerce. Dissent with this recommendation arose in 
the consideration of specific recommendations providing for the 
transfer to the Department of functions relating to the promulgation 
of safety rules. One of the Commission’s recommendations involved 
the transfer of the responsibility for promulgating air-safety rules from 
the Civil Aeronautics Board to the Department. This recommenda- 
tion was based on the contention that this function was an executive 
activity and hence should be included in the consolidation in the 
Department of all executive functions dealing with transportation. 
Commissioner Clarence J. Brown stated in his minority dissent to the 
Commission’s proposal that, in the field of transportation, the regula- 
tory function is predominant and the executive, promotional, and 
administrative activities relating thereto must adhere to the broad 
regulatory structure. 

The essence of this argument is that the establishment of central 
controls, such as a proposed Bureau of Civil Aviation in the Depart- 
ment of Commerce, would supersede many of the regulatory functions 
of the existing independent boards and commissions on the basis that 
they were nonregulatory transportation activities. The minority 
dissent of Commissioner Brown was supported by the Civil Aero- 
nautics Board in its comments on the recommendations of the Hoover 
Commission. The CAB maintained that this recommendation, which 
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is duplicated in the Commission’s report on regulatory commissions, 
cannot be justified on the grounds of grouping in the Department of 
Commerce ‘‘nonregulatory transport activities’ since such function is 
distinctly “regulatory” in character, and the consolidation of the 
functions of promulgation and administration, if effected at all, 
should be in the Board rather than in the Department. The Board 
maintained that the approval of such a program would make ad- 
ministration more cumbersome than the existing division of responsi- 
bilities. 

When this committee reported the bill to create the General Services 
Administration, it included a provision to the effect that the General 
Services Administrator would be vested with centralized controls over 
transportation and traffic management, including determination of 
rates and classification of property and other transportation problems 
common to all agencies. These were considered to be service func- 
tions now performed by many Federal agencies which should be 
centralized in accord with the over-all program set forth in the report 
on general services. Strenuous opposition developed to action on this 
phase of this program, until it could be fully evaluated and permanent 
legislation drafted by the substantive committees of the Congress. 
The committee therefore accepted amendments restricting to some 
extent the authority granted to the General Services Administrator, 
awaiting the outcome of pending legislative studies by other com- 
mittees. This matter has been considered by various committees of 
Congress on numerous occasions, and the recommendation of the 
Hoover Commission, that this entire policy-determining function 
should be given to the Secretary of Commerce, has been rejected. 

Another recommendation of the Hoover Commission which met 
with almost united opposition, even from the Secretary of Commerce 
who supported most of the recommendations in this report, was the 
proposed transfer of the National Advisory Committee for Aeronau- 
tics to the Department of Commerce. The Secretary of Commerce 
stated that, inasmuch as all the research now conducted by the 
NACA is for military purposes and its future work will have little 
civilian air transport application, there seems to be no valid reason to 
transfer this organization to the Department. This proposal was also 
strenuously opposed by the NACA, which set forth eight basic reasons 
for its opposition, concluding that— 
the independent status of the NACA has been a primary factor in its successful 
operation through three decades, including two world wars, and made possible 
American supremacy in the air in World War II. Great harm to the national 
security could easily result from change in status. The present independent 
status should be continued unless there can be a clear showing a change would 
result in improvement. 

The Congress set up the NACA so that it could act as an independ- 
ent agency, and included among its members top representatives of 
other governmental agencies having problems relating to scientific re- 
search in the field of aviation. In approving the basic legislation gov- 
erning the activities of the NACA, the jurisdictional committees 
determined that it was not desirable or feasible to bring its activities 
under the supervision of the National Military Establishment, the 
Department of Commerce, or any other agency. It was held atthat 
time that to do so would change its character, impair its efficiency, 
lessen its usefulness, reduce cooperation between governmental 
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agencies concerned, and retard the progress of aeronautics. For these 
and other reasons the Congress disagreed with this recommendation, 
and no action has been taken on this proposal of the Hoover Com- 
mission. 

Reorganization Plan No. 24 of 1950 proposed the transfer of the 
RFC to the De “partment of Commerce, where the corporation would 
be subject to the supervision, coordination, and policy guidance of the 
Secretary. This plan was in accord with the dissenting views of three 
of the Commissioners, but was contrary to the recommendations of the 
majority of the Hoover Commission, who proposed that the RFC 
be placed in the Department of the Treasury. A resolution of dis 
approval was filed in the Senate (S. Res. 290), and the plan was re- 
jected by the Senate (S. Rept. No. 1868, 81st Cong.). 

Plan No. 1 of 1951, providing for an internal reorganization of the 
Reconstruction Finance Corporation, was then submitted by the 
President, approved by the Congress, and became effective on April 
30, 1952 (S. Rept. No. 213, 82d Cong.). This plan fixed adminis- 
trative responsibility in a single Administrator, as recommended by 
the Hoover Commission, and created a Loan Policy Board and a 
statutory Board of Review, but continued it as an independent 
agency. 

In addition to the actions taken under the reorganization plans 
submitted to the Congress in 1949, 1950, and 1951, a Hoover Com- 
mission bill, S. 2056, was introduced in the Eighty-first Congress, 
which would have given the Secretary of Commerce all the authority 
necessary to reorganize the Department of Commerce as recommended 
by the Commission. The bill would have also transferred to the 
Department the function of executing the transportation policies of 
the United States to the extent that such policies entailed the exercise 
of executive functions. S. 2056 was referred to the Senate Committee 
on Interstate and Foreign Commerce, where no action was taken. A 
similar bill was prepared by the Citizens Committee for the Hoover 
Report and introduced in the Eighty-second Congress (S. 1141) and 
referred to the Committee on Interstate and Foreign Commerce. 
This bill attempted to incorporate all of the recommendations of 
the Hoover Commission for legislative action, but, since that com- 
mittee took the view that many of these proposals were of such 
a controversial nature and so directly opposed to established policies 
in these various industrial fields, as set forth briefly above, it was not 
in the public interest to enact them into law. The jurisdictional 
committees of the Congress will, however, continue to review the 
recommendations of the Hoover Commission in connection with thei: 
consideration of general legislation in these areas, with a view to 
incorporating those proposals which are later found to be acceptable 
and in the public interest, after some of the present conflicts have 
been resolved. 

In summation, basic recommendations included in this report have 
been fully effectuated with relation to improvements in departmental 
management, and as to certain aspects of the general program calling 
for the grouping of nonregulatory transportation activities in the de-. 
partment. The proposals relating to the various transfers, with the 
exception of the effected transfers of the United States Maritime Com- 
mission and the Public Roads Administration to the Department of 
Commerce, involve important regulatory functions and legislative 
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policies with which the Congress has long been concerned. Continu- 
ing study of actual operating conditions to determine permanent 
programs will depend upon developments which may make it good 
legislative policy to alter the present operating aspects of the programs 
involved. 


Report No. 11—DEpPARTMENT OF THE TREASURY 


The Hoover Commission stated that the adoption of the 10 recom- 
me sndations in this report would make the Department of the Treasury 

“the real fiscal center of the Government” by clarifying responsibilities 
in the fields of (a) me 2g and collection of revenues; (6) custody 
and disbursement of funds; (c) accounts; (d) financial reports; (e) debt 
and currency; (f) credit; i) on institutions; and (A) inspection of 
liquidating agenc ies. The re port proposed that three nonfiscal func- 
tions (the Bureau of Federal Supply, the Coast Guard, and the Bureau 
of Narcotics) be transferred out of the Treasury, and that the super- 
vision of three lending and guaranty agencies (Reconstruction Finance 
Corporation, the Export-Import Bank of Washington, and the Federal 
Deposit Insurance Corporation) be transferred into the Department of 
the Treasury. 

Some of these proposals duplicate recommendations in other Hoover 
Commission reports. The recommendation proposing the transfer of 
the Bureau of Federal Supply to the Office of General Services was 
repeated in the Commission’s report on General Services. Likewise, 
the recommendation in the report on Budgeting and Accounting, 
calling for the creation of an Accountant General in the Department 
of the Treasury, is also duplicated in this report. Action on both of 
these recommendations has been discussed in the reports on general 
services and budgeting and accounting. 

The Congress has also given extended consideration to the Com- 
mission’s recommendation that the RFC, the FDIC, and the Export- 
Import Bank be transferred to the Department of the Treasury. The 
President submitted Reorganization Plan No. 24 of 1950, providing 
for the transfer of the RFC to the Department of Commerce, with 
functions of the Corporation placed under the supervision of the 
Secretary. Neither of these proposals relating to the RFC were 
acceptable to the Congress. 

Following the rejection of Reorganization Plan No. 24 of 1950 by 
the Senate in the Eighty-first Congress, the President submitted a 
new reorganization plan in the Eighty-second Congress (Reorganiza- 
tion Plan No. 1 of 1951) which continued the independent status of 
the Reconstruction Finance Corporation, establishing a single Admin- 
istrator, abolishing the Board of Directors, and setting forth a pro- 
cedure for the granting of loans. This plan, which became effective 
on April 30, 1951, was not in accord with the Commission’s specific 
recommendations, but conformed to the general tenor of the Commis- 
sion’s reports that the Government’s financial enterprises or corpora- 
tions should have centralized administrative control rather than con- 
trol by a multiheaded board. 

There were dissenting opinions filed on the part of five members of 
the Hoover Commission to proposed agency transfers to the Depart- 
ment of the Treasury. These dissents were based on the view that it 
was inappropriate to place the Export-Import Bank of Washington 
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under the supervision of the Treasury Department. Three of the 
Commissioners suggested that it would be more desirable to place the 
bank in the Department of Commerce. Another Commissioner main- 
tained that the underlying problems involved and the question as to 
which of the departments should be charged with the supervision of 
the Export-Import Bank and the Reconstruction Finance Corpora- 
tion had not been sufficiently explored by the Commission to justify 
any specific recommendation. 

The Board of Directors of the Export-Import Bank of Washington 
took a similar view and, in response to a request from this committee, 
stated that— 

It is a considered opinion of the Directors of the Export-Import Bank that to 
place the bank under the supervision of the head of any executive department 
would contribute nothing to the efficient conduct of the Government, but would 
on the contrary, through destroying a very effective plan of operation set up in 
the Export-Import Bank Act of 1945 and the Bretton Woods Agreement Act, 
incur the risk of creating confusion and of interfering with the efficient perform- 
ance of the bank’s functions. 

With this view the jurisdictional committees of the Congress agreed, 
and therefore took no action on the Hoover Commission’s recommen- 
dations relative to the Export-Import Bank. 

Five Commissioners dissented in some respects relative to the 
proposed transfer of the Federal Deposit Insurance Corporation to the 
Treasury. ‘Two of them contended that the Corporation should be 
left in its independent status unless the Congress determines that all 
Federal banking agencies, including the Federal Reserve System, 
should be coordinated in Trensury. Three of the dissenting Com- 
missioners concluded that if the Corporation were put in the Treasury, 
the only compelling reason for such transfer would be that its bank- 
examining functions should be more closely integrated with those of the 
Comptroller of the Currency. They pointed out that this same reason 
is equally valid as to the bank-examining functions of the Federal 
Reserve System which require as much and just as little integration as 
those of the FDIC. 

The proposed transfer of the functions of the FDIC, which had been 
theretofore established by the Congress to meet a specific need in a 
bank emergency is an excellent example of how many of the Hoover 
Commission’s recommendations, if adopted, would change basic poli- 
cies and established legislative programs. ‘The FDIC was established 
as a unifying link between the State banking and the National banking 
systems, consistent with the concept of Federal deposit insurance as 
determined by the Congress. The Congress held that there were 
fundamental reasons why the FDIC should remain as an independent 
agency free from the control or interference of any other agency or 
department, and that to the extent to which such independence of the 
Corporation might be impaired, the dual banking system would be 
endangered. 

This recommendation of the Hoover Commission was vigorously 
opposed by the FDIC, which commented in a letter to the chairman 
of this committee as follows: 

The law creating the Federal Deposit Insurance Corporation was not hastily 
considered and passed by the Congress under stress of the emergency existing in 
1933. Numerous proposals for Federal deposit insurance had been carefully 


studied by the Banking and Currency Committees of both the Senate and House 
for more than a year before adoption of the first deposit-insurance law. During 
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this period and in the time between the date of enactment of tne first law and the 
date of enactment of the permanent law in 1935, much debate took place on some 
of the very same proposals that are now before your committee in the Commission 
and task-force re ports. 

Serious consideration was devoted to the question of whether Federal deposit 
insurance was to be a Government guaranty of deposits or a mutual trust estab- 
lished and sponsored by the Government and maintained by the banks. The 
present system, a mutual-trust arrangement, was adopted in preference to a direct 
governmental guaranty. Thus, control of the Corporation by any of the execu- 
tive departments, including the Treasury, was automatically excluded as being 
inconsistent with the mutual character of the Federal deposit-insurance system, 
and a bipartisan Board of Directors was given authority for the management of 
the Corporation as a means of assuring independent and impartial administration. 

The Congress thoroughly reviewed the law and operations of the 
Federal Deposit Insurance Corporation in 1950, and instead of 
following the recommendations of the Hoover Commission, approved 
a new Federal Deposit Insurance Act (Public Law 797, 81st Cong.) 
continuing the inde —_— nt status of this Corporation. 

All of the Hoover Commission’s recommendations in its report on 
the Treasury Department were incorporated originally in a bill 
introduced in the Eighty-first Congress by Senator McCarthy (S 
2058). Before any legislative action could be taken on this bill, 
however, the President submitted a reorganization plan (No. 1 of 
1950), providing for the reorganization of the Department of the 
Treasury which incorporated the general management phases of this 
report. 

The original statutes creating the various major operating units 
within the Department of the Treasury vested certain independent 
functions in the heads of these agencies, which include the Office of 
the Comptroller of the Currency, and the Bureaus of Internal Revenue, 
of Customs, of Narcotics, of the Mint, of Engraving and Printing, 
the United States Coast Guard, and the Fiscal and Secret Services. 
Plan No. 1 of 1950 proposed the centralization in the Secretary of all 
functions of the Department, except those of hearing examiners, but 
excluded the Coast Guard in time of war, at which time the Coast 
Guard becomes a part of the Navy. The plan also authorizes the 
Secretary of the Treasury to delegate functions, to appoint an Adminis- 
trative Assistant Secretary, and to make necessary transfers of records 
and funds as required to carry out the plan. A resolution of disap- 
proval was filed against this plan (No. 1 of 1950) on the —— that 
the proposed centralization of Tre: asury functions in the Secretary 
would adversely affect statutory authority vested in the Comptrolle r 
of the Currency in connection with the supervision and control of 
national banks. The plan was rejected in the Senate by a vote of 65 to 
13 on May 11, 1950. 

Immediately thereafter a new plan was submitted by the President 
(plan No. 26 of 1950). The new plan was identical to the rejected 
proposal, except that it specifically exempted the functions of the 
Office of the Comptroller of the Currency. Since the transfer of the 
Comptroller’s functions had been the primary reason for Senate 
disapproval of the original plan, this modified plan, having met the 
objections of the Congress, was permitted to become effective on 
July 31, 1950. 

Reorganization Plan No. 26 of 1950, as approved by the Congress, 
carried out the basic principles of the Hoover Commission’s recom- 
mendations in its report on the Treasury Department, iaebiadinn the 
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establishment of a career position of Administrative Assistant Secre- 
tary and authority of the Secretary of the Treasury to transfer func- 
tions within the Department. No provisions were included for the 
proposed transfer of certain agencies in or out of the Department of 
the Treasury. Nor was there any provision for the establishment of 
the recommended National Monetary and Credit Council, to be com- 
posed of Government officials to coordinate monetary policies of the 
Federal Government agencies. The Senate considered, but failed to 
act on, Senate Joint Resolution 9 and S. 1559, which were introduced 
as separate proposals to establish a National Monetary Commission. 

The proposal made by the Hoover Commission for the transfer of 
the Bureau of Narcotics to the Department of Justice was opposed 
by the Secretary of the Treasury, who suggested that the Commission 
in making this recommendation had overemphasized the police work 
of the Bureau. He pointed out that the Harrison Narcotics Act under 
which the Bureau operates has been held constitutional solely on the 
ground that it is a revenue measure, that every case under this act 
involves this revenue, and that it must have a close day-to-day 
relation with the Bureau of Internal Revenue in connection with the 
registration of persons dealing in narcotic drugs and other related tax 
problems. The Secretary also contended that the Bureau of Narcotics 
was required to work continuously with the Bureau of Customs in 
the suppression of illegal narcotic traffic. A further and compelling 
reason against the proposed transfer of this Bureau to the Depart- 
ment of Justice was set forth in a report to this committee by the 
Department of the Treasury as follows: 

* * * The United States Government is obligated under the international 
convention for limiting the manufacture and regulating the distribution of 
narcotic drugs (signed in 1931) to maintain a special organization to supervise the 
trade and suppress illicit traffic. Thus the Bureau of Narcotics could not be 
merged with any existing bureau or division in the Department of Justice. In 
1933, when this question arose following a study by the Bureau of the Budget, 
President Roosevelt settled it by stating that ‘‘There is no intention of abolishing 
or merging the Bureau of Narcotics. We must respect our treaties.””’ At that 
time it had been recommended that the Bureau of Narcotics be transferred to 
the Department of Justice. 

Another recommendation in this Hoover Commission report pro- 
posed that the Congress should continue its study of the whole ques- 
tion of fidelity insurance for accountable officers of the Government in 
order to arrive at a simpler and less expensive system. This proposal 
was duplicated in the Commission’s report on budgeting and account- 
ing. Studies of the problems involved in fidelity insurance have been 
in progress in the Congress for more than 15 years. In 1935 two bills 
were introduced (H. R. 6680 and S. 2233, 74th ¢ ‘ong.), providing for a 
blanket bond for all Government officers and employees required to be 
bonded, on which the premium would be paid by the Government. On 
May 18, 1935, the Acting Secretary of the Treasury submitted an 
adverse report on H. R. 6680 to the chairman of the House Com- 
mittee on Expenditures in the Executive Departments, stating that 
a blanket bond for all employees would not be in the interest of effi- 
ciency and trustworthy administration of the laws, and the handling 
of public funds. On March 17, 1947, Senator Downey introduced 
a bill (S. 911, 80th Cong.) which provided that the Secretary of 
the Treasury pay the premium on bonds required of postal employees 
from appropriations made available to the Post Office Depart- 
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ment. Because of its limited effect on a single department of the 
executive branch of the Government, it was referred to the Senate 
Post Office and Civil Service Committee. The Senate Committee on 
Expenditures in the Executive Departments (now the Committee on 
Government Operations), acting on the premise that the bill involved 
certain aspects of management improvement, and because of its pos- 
sible effect on Government operations, directed its staff to prepare a 
revised bill providing for the payment of premium on bonds required 
of employees in all departments and agencies of the Government. 
Considerable time and study was devoted to perfecting this measure, 
but the revised bill was not completed until near the end of the session 
and was therefore not introduced in the Eightieth Congress. 

In the light of the fidelity-bond recommendations in the Hoover 
reports, new legislation was introduced in the Eighty-first Congress 
and referred to this committee. The various proposals ranged from 
bills which would have (a) created a $590,000 Federal trust fund to 
provide fidelity bonds for employees without cost to them, and author- 
ized additional appropriations as needed to maintain the a (b) 
required that such a fund be maintained at employee expense; ( ee 
ited the scope of such a plan to post-office employees alone; Ris (d) 
limited average total payments by bonded employees into the fund 
to the average total net amounts paid for defalcations and other losses. 

The House passed a bill in the Eighty-first Congress (H. R. 8706), 
which, along with a number of similar Senate bills, was the subject of 
extensive hearings before a special subcommittee of this committee, 
of which Senator Hoey was chairman. After completion of the 
hearings, and study and analysis of the subcommittee’s reeommenda- 
tions, the full committee voted to postpone action indefinitely for 
two primary reasons: (1) An estimated annual cost of over one million 
dollars for the proposed new program was considered to violate the 
announced policy of Congress of making all possible reductions in 
nondefense expenditures during present emergency; (2) removal of 
the present requirement that Federal employees pay the small pre- 
miums on their own fidelity bonds might seriously weaken existing 
personal deterrents azainst defalcations. 

As has been indicated, the proposed transfers to and from the 
Department received consideration during the Eighty-first Congress, 
but further action was deferred by the Congress in view of conflict 
with legislative policy. A new bill was introduced in the Eighty- 
second Congress (S. 1150) to provide for full implementation of all 
those recommendations of the Hoover Commission which had not 
already been approved through legislative action by the Congress, or 
through adoption of reorganization plans. The bill was referred to 
this committee and considered at length by the Subcommittee on 
Reorganization, which, like the subcommittee in the previous Con- 
gress, recommended against any further action on S. 1150, on the 
basis that the provisions of the bill involved controversial issues of 
great magnitude, vitally affecting legislative policies. The subcom- 
mittee took the view that there was little prospect of favorable action 
by the Congress until these conflicting points of view could be resolved. 

During the consideration of S. 1150, the President submitted two 
reorganization plans affecting the Department of the Treasury 
Reorganization Plan No. 1 of 1952, providing for reorganizations in 
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the Bureau of Internal Revenue, and Reorganization Plan No. 3 of 
1952, providing for reorganizations in the Bureau of Customs. ‘The 
Hoover Commission, in its report on the Treasury Department, stated 
that: 


One of the first handicaps to effective reorganization of the Department is the 
political appointment of collectors of internal revenue and of customs, and certain 


other officials. These appointments are regarded by some as sinecures. In any 
event, they form a bar to orderly development of an experienced staff. 
The Commission thereupon recommended the creation of a Con- 


solidated Revenue Service under the direct supervision of an Assistant 
Secretary, who would be responsible for management, administrative 
services, and field offices of these agencies, without being subjected to 
revenue policy determinations and control by other Treasury officials 
at the Assistant Secretary level. The Commission further recom- 
mended that all officials of the Department below that of the new 
Assistant Secretary should preferably be appointed from the career 
service without Senate confirmation. 

Reorganization Plan No. 1 of 1952 did not deal with the Hoover 
Commission’s recommendation for a consolidated Bureau of Internal 
Revenue and Customs Service. The plan dealt only with the Bureau 
of Internal Revenue, the offices of Assistant Commissioner, Deputy 
Commissioner, collector, deputy collector, and the presidentially 
appointed Assistant Genera! Counsel for the Bureau of Internal 
Revenue. It established in lieu thereof three Assistant Commis- 
sioners, not to exceed 25 district commissioners of internal revenue, 
and not to exceed 70 other offices at any one time with such title or 
titles as the Secretary of the Treasury shali determine. The plan also 
replaced the presidentially appointed Assistant General Counsel for 
the Bureau of Internal Revenue with an Assistant General Counsel 
appointed under civil-service procedure. 

A major feature of plan No. 1 of 1952 called for repeal of the re- 
quirement for Senate confirmation of the collectors and other revenue 
officials and provided that they be appointed by the Secretary under 
civil-service rules and regulations. While the committee’s majority 
report (S. Rept. No. 1259, 82d Cong.) supported reorganization of 
the Bureau of Internal Revenue, it stressed that the proposed re- 
organizations would have a serious import and possible adverse effect 
on the entire revenue policy and structure of the Government. The 
committee therefore recommended rejection of the plan because it felt 
the issues involved were of such magnitude as to far outweigh any 
possible advantages that might accrue from its adoption. The com- 
mittee’s views were based on the evidence presented at the hearings, 
that there would be little improvement in the administration of the 
Bureau, and that no claims had been made that any economies would 
be effected as a result of the reorganizations incorporated in the plan. 
On the other hand, a minority report submitted by certain members 
of the committee took a strong position in favor of the plan, with 
particular reference to the establishment of a career service from top 
to bottom. The resolution of disapproval (S. Res. 285) was reported 
favorably to the Senate by a majority of this committee, but failed 
to obtain a constitutional majority of the membership of the Senate, 


required for rejection. Plan No. 1 of 1952 therefore became effective 
on March 15, 1952. 
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Following the approval of this plan, the President submitted Reor- 
ganization Plan No. 3 of 1952, providing for reorganizations in the 
Bureau of Customs. This plan was designed to shift the existing 
method of appointment of customs officials by the President, subject 
to Senate confirmation, to the Secretary of the Treasury under civil- 
service rules and regulations. In addition, it provided for the aboli- 
tion of certain offices and functions, and established such other offices 
as might be determined by the Secretary of the Treasury. <A resolu- 
tion of disapproval (S. Res. 331) was introduced in the Senate and 
referred to this committee for consideration. A majority of the com- 
mittee approved the resolution of disapproval (S. Rept. No. 1748) 
primarily on the basis that (@) plan No. 3 would not remove political 
aspects of the appointments to the Customs Service by simply placing 
them under civil service; (>) the plan contained substantive legislative 
proposals not intended to be vested in the President by the Reorgani- 
zation Act of 1949; (¢) by abolishing certain functions contained in the 
plan, statutory rights of judicial review would be endangered; (d) 
adoption of the plan would reduce the chances of achieving a Consoli- 
dated Revenue Service, as strongly recommended by the Hoover Com- 
mission; and (e) the plan would create supergrade civil-service posts 
in excess of fixed limitations previously established by the Congress. 
The resolution of disapproval was agreed to in the Senate on June 18, 
1952, and the plan therefore became inoperative. 

The Congress approved a special act (Public Law 636, 81st Cong.), 
recommended by this committee, which applied to the activities of the 
Bureau of Engraving and Printing in the Department of the Treasury 
in the conduct of the fiscal operations of that unit. This act required 
the Bureau to use a bietiosen trek budget procedure and to set up a 
revolving fund for financing its operations in line with the fiscal 
program set forth in the Budget and Accounting Procedures Act of 
1950. These changes were not specifically recommended by the 
Hoover Commission, but conform generally to the purposes. set 
forth in its reports on the Treasury Department and budgeting and 
accounting. 

In summation of action taken on this Hoover Commission report, it 
is estimated that approximately 70. percent of the Commission’s 
recommendations as applied to the operations of the Department of 
the Treasury have been fully implemented, with another 20 percent 
partially in operation. Those that have not been approved include 
recommendations relating to transfers to and from the Department as 
set forth hereinbefore, and to internal reorganizations of the Depart- 
ment. Actions taken have not adhered entirely to the specific lan- 
guage of the Hoover Commission’s proposals. As a matter of fact, 
the Commission, recognizing the difficulties that would be encountered 
in translating its recommendations into legislative form, stated that 
‘no hard and fast rule: of organization’’ was being presented. It 
might, therefore, be concluded that substantially all of the recom- 
mendations in this report have been carried out as to purport and 
intent, except those specifically requiring the transfer of the Coast 
Guard to the Department of Commerce, the Bureau of Narcotics to 
the Department of Justice, and certain independent fiscal agencies 
(i. e., RFC, FDIC, and Export-Import Bank) into the Department 
of the Treasury, all of which involve important legislative policy 
determinations. 
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Report No. 12—REGuLATORY COMMISSIONS 





The broad objective of the 12 recommendations in the report on 
regulatory commissions was to enable the 9 independent regulatory 
agencies of the Government to discharge more effectively their pri- 
mary functions of regulating various aspects of the Nation’s economy. 
This was to be accomplished by (1) streamlining and improving 
administrative procedures, by tre ansferring to the respective chairmen 
of the agencies concerned all administrative responsibility with 
authority to delegate; (2) strengthening of internal structures by 
providing for uniformity and assurance of tenure when not provided 
by existing law, and by increasing salaries of board members; (3) trans- 
ferring certain purely ee functions to appropriate agencies 
within the executive branch; (4) extension of the principle of bips wtisan 
representation to those commissions where not required; and (5) study 
by the Bureau of the Budget designed to suggest ways and means for 
reducing the cost of disposing of business before these agencies. 

To relieve the regulatory agencies from responsibility for purely 
executive functions, the Commission submitted specific recommenda- 
tions for the transfer of the power-planning functions of the Federal 
Power Commission to the Department of Interior; and (a) the func- 
tions of the Maritime Commission relating to construction, operation, 
charter, and sale of ships, (6) of the Interstate Commerce Commis- 
sion relating to safety, car service and equipment inspection, and 
(c) the promulgation of aircraft-safety regulations of the Civil 
Aeronautics Board, to the Department of Commerce. These proposed 
transfers were duplicated in the reports on the Departments of 
Interior and Commerce. 

Four bills (S. 2073, S. 2059, S. 2330, and S. 2340), designed to 
implement various recommendations contained in this report, were 
introduced in the Senate during the Eighty-first Congress. They 
were based upon drafts prepared by attorneys for the Hoover Com- 
mission and represented slightly different approaches to the same 
objective. S. 2073 and S. 2059, omnibus bills, introduced by Senators 
McClellan and McCarthy, incorporating virtually all of the Commis- 
sion’s proposals, were referred to this committee. S. 2330 dealt with 
six regulatory agencies under the policy jurisdiction of the Committee 
on Interstate and Foreign Commerce and was referred to that com- 
mittee for appropriate action. S. 2340 dealt with three regulatory 
agencies under the jurisdiction of the ‘Camaiin on Banking and 
Currency and was referred to that committee. The last two bills, 
duplicating certain sections of the omnibus bills, were introduced 
by the chairmen of the respective committees in order to insure 
proper consideration of policy determinations by these jurisdictional 
committees. 

No action was taken on any of these four bills, primarily due to the 
fact that the President submitted eight a plans affecting 
regulatory agencies, (No. 6 of 1949, and Nos. 7, 8, 9, 10, 11, 12, and 
13 of 1950), all of which proposed to vest administr aah e responsibility 
for day-to-day operations of the Maritime Administration, the ICC, 
FTC, FPC, SEC, FCC, NLRB, and CAB in each of the respec tive 
commission chairmen, in accordance with recommendations in this 
report and — report on — management. All of these plans, 
except No. 12, provided for (1) the transfer of administrative func tions 
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from the commissions to the chairmen; (2) authority of redelegation 
of administrative functions by the chairman to commission officials, 
employees, and staff units; and (3) Presidential appointment of com- 
mission chairmen, except for the Maritime Commission, FCC, 
NLRB, and CAB, where such authority is already provided by statute. 
Plan No. 12 provided specifically for the transfer of independent 
functions of the NLRB General Counsel to the Board and abolished 
the General Counsel’s office. 

The issue in connection with approval of each of these plans was 
whether the vesting of administrative powers in the chairman would 
impair the independence of the regulatory agencies as quasi-judicial 
arms of the legislative branch. Opponents of the plans, which in- 
cluded practic rally all of the regulatory commissions affected (except 
for certain specific recommendations), maintained that placing. re- 
sponsibility in the chairman for appointment of personnel, distribution 
of commission business, and expenditure of commission funds would 
result in that officer’s domination of the operations of the respective 
commissions, thus exerting an undesirable influence upon their regula- 
tory functions. By vesting the administrative functions in the chair- 
man, it was held that the President could, through his power of 
appointment, control decisions of the commissions in the discharge of 
their regulatory duties. Opponents of plan No. 12 contended that 
the transfer of the independent functions of the NLRB General 
Counsel to the Board would largely destroy the effectiveness of the 
Taft-Hartley Act, which vested labor-management prosecutory func- 
tions directly in the General Counsel rather than in the Board. * It was 
also felt that such action would violate the constitutional separation 
of the investigatory or prosecutory functions from judicial deter- 
minations. 

A favorable report was submitted to the Senate by this committee 
on plan No. 6 of 1949, approving the reorganization of the United 
States Maritime C ommission, in conformity with the Hoover Com- 
mission’s recommendations, and the plan became effective August 20, 
1949. Resolutions of disapproval were filed in the Senate with respect 
to plans Nos. 7, 8, 9, 11, and 12. The Senate adopted resolutions . 
disapproval as they related to the ICC (No. 7), FCC (No. 11), and 
NLRB (No. 12), which were approved by the Senate, and the plans 
did not become effective. Resolutions of disapproval of plans affect- 
ing the FTC (No. 8) and FPC (No. 9) were defeated in the Senate and 
these plans became effective on May 24, 1950. No resolutions of 
disapproval were filed on plans No. 10 (SEC) and No. 13 (CAB) 
which also became effective on May 24, 1950. 

A number of bills were filed in the Senate relating to the various 
aspects of the Hoover reports on regulatory commissions, some of 
which were incorporated in the above-outlined reorganization plans. 
These measures contained spec ‘ial provisions, such as increases in the 
salaries of members of the FCC and NLRB. They failed of passage 
due to the fact that most of these separate proposals were incorporated 
in Public Law 359, approved October 15, 1949, increasing salaries in 
the executive branch, as recommended under the Hoover Commission 
report on personnel management. 

In the Eighty-second Congress, a new bill (S. 1139) was introduced 
for the purpose of effectuating those recommendations of the Hoover 
Commission applying to regulatory commissions which still required 
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legislative action or for which reorganization plans had been submitted 
and disapproved. An analysis of this bill, which was referred to this 
committee, revealed that some of its provisions were identical with 
proposals submitted by the President during the previous session, in 
the form of reorganization plans rejected by the Senate by a substantial 
vote. After careful consideration, the committee concluded that it 
would serve no useful purpose to resubmit these sections of the bill to 
the Senate, particularly in view of their recent rejection. Other sec- 
tions of the bill, which were designed to promote uniformity in the 
regulatory agencies with respect to tenure of office of commissioners 
and board members of the regulatory agencies, appeared to merit fur- 
ther consideration. However, they were objectionable in the form in 
which they were submitted in that they tended to infringe upon both 
presidential and senatorial prerogatives and authority. In an effort 
to overcome these objections, extensive staff studies were initiated, 
resulting in amendments to the original measure which would ac- 
complish the projected reforms without doing violence to these 
prerogatives. 

The committee, in an effort to meet these objections, amended the 
bill to provide (1) that the President may remove for cause only 
(inefficiency, neglect of duty, or malfeasance in office) commissioners 
of the Federal Power C ommission, the Federal Communications Com- 
mission, and the Securities and Exchange Commission; and (2) that 
the commissioners and board members of the Federal Power Com- 
mission, Securities and Exchange Commission, Federal Communica- 
tions Commission, Civil Aeronautics Board, and the National Labor 
Relations Board whose terms had expired shall continue in office until 
the appointment and qualification of a successor, but in no event for 
a period of more than 60 days after the expiration of such term of 
office. The language of this bill was perfected by the Subcommittee 
on Reorganization, reported in amended form to the full committee 
on April 1, 1952, and approved and reported to the Senate on April 3, 
1952 (S. Rept. No. 1401). The bill passed the Senate on April 9, 1952, 
without dissenting vote, and was referred to the House Committee 
on Expenditures in the Executive Departments, where no further 
action was taken. 

With the approval of S. 1139, the Senate completed consideration 
and action on each and every recommendation made by the Hoover 
Commission in this report. To the extent that such recommenda- 
tions were consistent with established legislative policies and in con- 
formity with the separation of regulatory functions from adminis- 
trative controls of policy-determining departments or agencies, they 
received favorable action. ‘These regulatory commissions were estab- 
lished primarily by the Congress to act on an independent basis in 
the public interest, and free from direct control by the President over 
either their activities or their decisions. The basic statutes provided 
that they be primarily responsible to the Congress of the United 
States as the elected representatives of the people in order that they 
might be responsive to the general public interest and in a position to 
carry on their activities without improper influences from other gov- 
ernmental agencies. This committee, and the Senate, determined 
therefore that favorable action on these proposals would seriously im- 
pair the operations of these commissions and would tend to undermine 
their independence of action. 


68 SENATE ACTION ON HOOVER COMMISSION REPORTS 


Rerreort No. 13—DeEpARTMENT OF LABOR 


In this report the eight recommendations of the Hoover Commission 
proposed broad reorganization of the Department of Labor in an 
effort to carry out the objectives set forth by the Commission to restore 
the Department to a major element of the executive branch. 
In the years immediately preceding the establishment of the Hoover 
Commission, it had been stripped of many functions, and 
the Hoover Commission proposed that the following major 
functions should be transferred back to the Department: (a@) Bureau 
of Employees Compensation and Employees Compensation 
Appeals Board from the Federal Security Agency; (6) Bureau 
of Employment Security, including the United States Kmploy- 
ment Service, Veterans’ Employment Service, and Unemploy- 
ment Compensation from the Federal See urity Agency; (c) Selective 
Service System, including appeal boards, operating as an independent 
agency; (7) the determination of minimum wages for seamen from the 
Maritime Commission; and (e) research surveys to determine prevail- 
ing wages now conducted by various agencies. 

The Commission also made specific recommendations for the im- 
provement of departmental management, duplicated under general 
recommendations contained in its report on general management. 

It further proposed that a study be made of industrial hygiene 
functions for a logical division of labor and health functions to appro- 
pris ite agencies. 

The President submitted Reorganization Plan No. 2 of 1949, pro- 
viding for the transfer of the Bureau of Employment Security from 
the Federal Security Agency to the Department of Labor, which 
became effective on August 20, 1949. 

On March 13, 1950, the President submitted Reorganization Plan 
No. 6, providing for the reorganization of the Department of Labor, 
which had as its major purpose the vesting of greater administrative 
responsibility for operation of the Department in the Secretary, as 
recommended in this report and in the Commission’s report on general 
management. The plan was reported favorably .by this committee 
(S. Rept. No. 1684) and became effective on May 24, 1950. 

Reorganization Plan No. 14 of 1950, providing for the centralization 
in the Secretary of Labor of authority to prescribe uniform labor 
standards for all Government departments concerned, in general 
conformity with the Hoover Commission’s recommendations relative 
to rebuilding of the Department of Labor through the centralization 
therein of functions relating to labor, was reported favorably by this 
committee (S. Rept. No. 1546), and became effective on May 24, 
1950. 

Reorganization Plan No. 19 of 1950, providing for the transfer of 
the Bureau of Employees Compensation, and the Employees Com- 
pensation Appeals Board, from the Federal Security Ageney to thi 
Department of Labor was also reported favorably by this committe: 
(S. Rept. No. 1549) and became effective on May 24, 1950. 

The remaining recommendations in this report were incorporated 
in a bill, S. 1142, introduced in the Senate in the Eighty-second 
Congress, as drafted by the Citizens Committee for the Hoove 
Report, and referred to this committee for consideration. The Sub- 
committee on Reorganization held hearings in February 1952, follow- 
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ing which a report was submitted and approved by the full committee. 
As recommended by the subcommittee, further action was indefinitely 
postponed, since the recommendations of the Hoover Commission in- 
corporated in this bill were considered neither necessary nor desirable. 
The committee based its conclusions on the fact that some of the 
provisions of this bill had far-reaching policy implications which would 
make important substantive changes in long-established congressional 
policy, and that to approve the bill would be contrary to many of the 
Hoover Commission’s major recommendations. 

Specifically, the bill contained provisions which would (1) transfer 
the Selective Service System to the Department of Labor; (2) transfer 
all functions of the Federal Maritime Board (already transferred to 
the Department of Commerce under Reorganization Plan No. 21 of 
1950) relating to the determination of minimum wages on privately 
operated vessels to the Secretary of Labor; and (3) direct the Secretary 
of Labor and the Federal Security Administrator to make a detailed 
study of industrial hygiene functions of the Government so as to work 
out a logical division of functions among the agencies in the Depart- 
ment of Labor and the Public Health Service. 

The committee, after fully evaluating testimony from all the affected 
agencies, including the Secretary of Labor, recommended against the 
enactment of S. 1142. The proposed transfer of the Selective Service 
System to the Department of Labor was opposed by all witnesses 
appearing before the committee. These views were based upon the 
fact that conditions had changed considerably since the Hoover Com- 
mission made its original recommendations, and that the work of the 
Selective Service System no longer entailed a record-keeping operation, 
but was now a very important operating agency carrying out essential 
functions directly affecting manpower problems relating to the na- 
tional security of the United States. ‘The proponents of the bill agreed 
that it would be inadvisable to effect this transfer at this time, because 
of a change in circumstances during the 2% years elapsed since the 
Hoover Commission made its recommendations, and that it would be 
preferable to have the Selective Service System continue to operate 
on an independent basis, at least until the national emergency has 
passed. 

The committee also recommended against the proposed transfer 
from the Maritime Administration of the Department of Commerce 
to the Department of Labor the functions relative to the determina- 
tion of minimum wages for merchant seamen on privately owned, 
subsidized vessels. Practically all witnesses agreed, that no useful 
purpose would be served by such action since the determination of 
minimum wages on such vessels is an integral part of the Maritime 
Administration’s functions of determining operating subsidies, and 
that these wages do not appear to have any appreciable effect upon 
wage scales generally. The Under Secretary of Labor submitted a 
prepared statement to the committee under date of February 1, 1952, 
in support of the transfer of the functions in question to the Depart- 
ment of Labor, but in testifying before the committee, the Under 
Secretary did not strenuously urge favorable action on the proposed 
transfer and stated, in effect, that the Department would not object, 
under present circumstances, to a decision of the Congress to take no 
action on the matter. Finally, the committee was able to insure the 
consummation of an agreement between representatives of the Federal 
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Security Agency and the Department of Labor to conduct a joint 
industrial hygiene survey, as recommended by the Hoover Commis- 
sion, without the necessity of legislative action. 

In summation, an analysis of the above actions clearly illustrates 
that the recommendations of the Hoover Commission in its report on 
the Department of Labor have been fully effectuated or carefully 
analyzed by the committees of the Congress and appropriate action 
taken thereon when consistent with the broad objectives of the Com- 
mission and in accord with legislative policy. 


Report No. 14—DEpPARTMENT OF THE INTERIOR 


In this report, probably the most highly controversial of all the 
reports submitted by the Commission, 15 specific recommendations 
propose that the major subsoil, water development, and public works 
activities of the Government be centered in the Department of the 
Interior. Some of the Commissioners disagreed with the majority and 
filed dissenting views on various aspects of the report. 

The Commission rejected the recommendations of its task forces on 
natural resources for the establishment of a Department of Natural 
Resources, and the recommendations of its task forces on public works 
for the establishment of a Department of Works. Three of the 
Commissioners agreed in substance with the first of these reeommenda- 
tions and proposed the establishment of a Department of Natural 
Resources, replacing the Department of the Interior, but disagreed 
with the Commission in its recommendation that public works should 
be consolidated with natural resources. They also opposed the 
majority recommendations that the Bureau of Land Management 
should be transferred to the Department of Agriculture, and that 
the commercial fisheries should be transferred to the Departme nt of 
Commerce. Probably the most controversial feature of the entire 
report was the recommendation suggesting the transfer of all flood- 
control and river and harbor improvement functions of the United 
States Corps of Engineers from the Department of the Army to the 
Department of the Interior. Two of the Commissioners filed strong 
dissenting views to this recommendation. 

Except for the general management proposals, relating to the 
internal operations of the Department as covered under general recom- 
mendations in other reports, practically every recommendation con- 
tained in this report has met with strong opposition from the agencies 
affected, and in the Congress. The Hoover Commission’s first recom- 
mendation was the creation of a Board of Impartial Analysis for 
Engineering and Architectural Projects, which would be authorized to 
determine the validity, economic justification, and timing of all public 
works projects. Chairman Hoover preferred two boards for each of 
the different type projects, and Commissioner Forrestal opposed the 
establishment of independent boards. A bill was introduced in the 
Eighty-first Congress by Senator McCarthy (S. 2057) to carry out this 
and other recommendations in this report, as drafted by the attorneys 
for the Hoover Commission. No action was taken during the Eighty- 
first Congress, and a new bill was therefore introduced in the Eighty- 
second Congress (S. 1144) which incorporated only this specific 
recommendation. ‘This bill was referred to the Senate Committee on 
Public Works where no action was taken. 
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The Commission repeated its general recommendations in its report 
on general management, relative to the reorganization of the Depart- 
ment along functional and major purpose lines, following which it 
submitted the specific recommendation for the transfer of (a) Bureau 
of Indian Affairs to a new Department of Social Security and Indian 
Affairs (duplicated in Rept. No. 15 on social security, education, and 
Indian affairs) ; (6) the transfer of land management (except minerals) 
to the Department of Agriculture (also repeated in its report on the 
Department of Agriculture); and (c) transfer of commercial fisheries 
from Fish and Wildlife Service to the Department of Commerce 
(repeated in its report on the Department of Commerce). One or 
more Commissioners objected to each of these recommendations. 

The Commission also recommended the grouping of agencies 
“related to the development of natural resources and construction 
according to their major purposes” be transferred to Interior. Pro- 
posed transfers included (a) flood control and rivers and harbors 
improvements from the Department of the Army; (6) public building 
construction from the Federal Works Agency; (c) community services 
from the Federal Works Agency; and (d) certain major construction 
assigned on behalf of other agencies of the Government, except where 
carried on by grants-in-aid programs. The Commission submitted 
specific proposals for the internal organization of the Department, 
including the major purpose grouping of agencies proposed to be 
assigned. to the Department. ‘To better coordinate these functions, 
it was recommended that the following policies be adopted: (a) 
Clarification and codification of the laws pertaining to the Bureau of 
Reclamation; (6) creation of a Drainage Area Advisory Commission 
for each major drainage area; (c) all construction under any inter- 
national agreements be carried on by the Water Development Use 
Service; (d) that no irrigation, reclamation projects be undertaken 
without a report to the proposed Board of Impartial Analysis by the 
Department of Agriculture; (¢) that the RFC should secure reports 
from the proposed Mineral Resources Service in connection with its 
financing programs; and (f) that the tin smelter at Texas City, Tex., 
be operated by the Bureau of Mines instead of by the RFC. 

The bill (S. 2057) previously referred to, proposing the establish- 
ment of a Board of Impartial Analysis for engineering and architectural 
projects, also contained separate divisions for the activation of each 
of the other recommendations of the Hoover Commission in this 
report. The bill was referred to the Senate Committee on Interior 
and Insular Affairs in the Eighty-first Congress, where no action was 
taken. In the meantime, the Committee on Public Works initiated 
action (S. 2116) to authorize $100 million for distribution by the 
General Services Administrator to the States for architectural, engi- 
neering, and economic surveys for the construction of public works, 
which was approved as Public Law No. 352, Eighty-first Congress. 
These functions of the General Services Administrator were transferred 
to the Housing and Home Finance Administrator by Reorganization 
Plan No. 17 of 1950, which was submitted to the Congress by the 
President on March 13, 1950. This plan covered a subject not 
expressly dealt with by the Hoover Commission. This committee, 
in its report (S. Rept. 1676, 8ist Cong.) pointed out that “argu- 
ment in favor of the plan can be made on the premise of grouping like 
functions in a single agency.’’ A resolution disapproving the plan 
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was reported by this committee on May 18, 1950, without recom- 
mendation. The Senate rejected the resolution and the plan went 
into effect on May 24, 1950. 

Reorganization Plan No. 3 of 1950 was submitted to the Congress 
by the President on March 13, 1950, for the purpose of effectuating 
the general management recommendations of this report. ‘This plan 
vested in the Secretary of the Interior responsibility for all operating 
divisions of the De partment, except the functions of hearing examiners, 
the Virgin Islands Corporation, its Board of Directors and officers. 
The plan carried out other specific recommendations contained in 
the report on general management, by authorizing the Secretary of 
Interior to delegate functions, appointment of an Administrative 
Assistant Secretary and an additional Assistant Secretary. The plan 
was reported favorably by this committee (5. Rept. No. 1545) and 
became effective May 24, 1950. 

Reorganization Plan No. 15 of 1950, which also became effective on 
May 24, 1950, transferred functions relating to public works in Alaska 
and in the Virgin Islands from the General Services Administration to 
the Department of the Interior. This plan was designed to consolidate 
functions originally vested in the GSA with other programs in the 
Department of the Interior relating to the long-range interests of Alaska 
and Virgin Islands in order that Federal policies and programs for 
promoting the general welfare of these possessions may be properly 
coordinated. 

A number of bills were introduced during the Eighty-first Congress 
which had as their purpose the activation of certain phases of the 
recommendations made by the Commission in this report. These 
bills proposed to approve certain of the transfers recommended and 
had as their objec tive the development of related programs as pro- 
posed by the Commission and its task forces. No action was taken 
on these bills and a new proposal incorporating all of the recommenda- 
tions of the Hoover Commission, drafted by the Citizens’ Committee 
for the Hoover Report, was introduced in the Eighty-second Congress 
(S. 1143) and referred to this committee for consideration. The 
various proposals made by the Commission were given careful study 
by the Subcommittee on Reorganization, but in view of strong opposi- 
tion based on the fact that they were contrary to established legisla- 
tive policy and not in the public interest, no action was taken. 

The committee gave consideration to the many problems involved 
in connection with the reorganization programs advocated by the 
Hoover Commission in this report on other occasions. Opposition 
to the proposed transfer of the civil functions of the Corps of Engi- 
neers, was brought out in great detail in connection with the com- 
mittee’s consideration of a provision to exempt such a transfer from 
the provisions of the Reorganization Act of 1949" on the basis that it 
would completely disrupt the training program for the Corps of 
Engineers. Further hearings on the organization and operation of 
Congress held by this committee in June of 1950, again focused 
congressional attention on this proposal. Following these hearings 
the committee took under consideration a proposed consolidation of 
the Senate Committees on Interior and Insular Affairs and Publie 
Works, with a view to resolving the basic jurisdictional problems 


" Hearings on S. 526, a bill providing for reorganization of Government agencies, February 1949, 
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involved at the legislative level rather than through a consolidation 
of administrative functions dealing with the specialized activities of 
the United States Corps of Engineers and the Bureau of Reclamation. 
Although no action was taken in this connection during the Eighty- 
first Congress, the committee has instructed the staff to make further 
studies into the possibility of proposing to the Senate amendments to 
the Legislative Reorganization Act providing for the consolidation of 
these two committees. This approach was with the view toward 
eliminating at the legislative source defects in the existing adminis- 
trative programs as they relate to rivers and harbors, construction 
and flood-control functions, performed by the Corps of Engineers, 
and reclamation functions vested in the Bureau of Reclamation. 
Preliminary studies indicated that the conflicting aspects of these 
programs might better be resolved at the legislative level, with specific 
provisions included in authorizing legislation for the performance e of 
designated functions in these areas by either of these or other agencies 
having to do with water development and use programs. Should 
such legislative authorizations provide that specific functions be per- 
formed by designated agencies, the question of administration would 
be resolved. Each of the present administrative groups would con- 
tinue as at present, but under a definite program designating which 
agency was to perform required surveys, construction, operating, or 
management functions in these fields as may be required to eliminate 
duplications and proper integration of the activities of such agencies. 
‘This approach to these issues involves a number of serious problems, 
such as committee seniority and numerical assignment, workloads, 
and jurisdiction aspects. Federal water conservation, usage, flood 
control, and reclamation policies are becoming of increasing import- 
ance to the national welfare, and require proper coordination at the 
legislative level. 

The Secretary of the Interior, in commenting on this approach to 
the problem, stated that while he did not feel competent to discuss 
the merits of legislative reorganization, he did feel that legislative 
reorganization, no matter what course it took, would not entirely 
solve the problem. His reasons for taking this view are set forth in 
the following language: 

The full benefits of multipurpose development of our water resources require 
that one executive agency have primary respons ibility for the planning, econ- 
struction, and operation of the Federal as pects of such a program. The inte- 
gration and coordination by congressional committees of the individual programs 
of a number of executive agencies each with its own program objectives would 
not materially correct the existing situation. Comprehensive multipurpose 
development of our river basins requires basie adjustments in the administrative 


organization of the Federal Government, and I hope that the next Congress can 
give attention to this problem. 


In summary, it might be stated that those features of this report 
which were not the subject of opposition on the part of members and 
task forces of the Hoover Commission, the agencies involved, and 
which did not conflict with established legislative policies, have been 
considered and carried into effect, primarily by the adoption of Re- 
organization Plan No. 3 of 1950. The remaining section of this report 
will require continuing studies on the part of Congress as general pro- 
grams are advanced with the view toward the enactment of general 
legislation of a policy-determining nature. 
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The Secretary of the Interior, in commenting on this staff summa- 
tion, expressed full agreement with the views relative to the suggestion 
that continuing studies should be made of the remaining portion of the 
Hoover report on the Department of the Interior. In his letter to the 
committee, the Secretary concluded: 

I believe that there is even more reason today for reorganization in the natural 
resources area than when the Hoover Commission made its report. My feeling is 
based on the subsequent reports of the President’s Material Policy Commission 
and of the President’s Water Resources Policy Commission. 

30th of these reports we regard as most constructive in analyzing the complex 
problems involved in the resources areas that they covered, and in pointing the 
way to policy development. I am convinced that these two very important 
reports strongly indicate the need for further study and action by the Congress 
in regard to organization for resources conservation and development. Further, 
they appear to be in line with the position that the a irtment has taken for 
years that there should be one primary agency of the Government concerned 
with natural resources. 

I would like to point out particularly the situation on mineral resources. The 
Hoover Commission touched rather briefly on organization of mineral functions 
of the Government. The Paley Report dealt exhaustively with minerals policy 
but consciously avoided going into organization of this most critical segment of 
the materials problem. In view of the concern expressed by the Paley Commission 
of the minerals situation in relation to the national economic security and for 
other reasons, I believe that the committee very properly might give particular 
attention to the best organization for exercising the Government’s responsibility 
in the mineral resource area. 


Report No. 15—Soctau Security, Epucation, AND INDIAN AFFAIRS 


This report, which included 17 specific recommendations, has as 
its first and most important objective the creation of a new Cabinet 
department to administer the major functions of Federal social security 
and educational services. In addition to these two groupings, it was 
proposed that the functions of the Bureau of Indian Affairs be trans- 
ferred into the new department and administered under the Secretary. 

The problems involved in connection with the creation of a new 
department for administering education, health, and social-security 
programs have been studied and considered by the Congress on a 
number of occasions during recent years. Direct action was taken 
in connection with bills introduced in the Eightieth Congress by 
Senators Taft and Fulbright (S. 140) to create a Department of 
Health, Education, and Security, and a companion measure by 
Senator Aiken (S. 712) to constitute the Federal Security Agency as 
a Department of Health, Education, and Security. After extensive 
hearings by this committee in 1947, S. 140 was reported to the Senate, 
but failed of enactment. At that time Senator Taft also introduced 
another bill (S. 545) to segregate health activities in a new and inde- 
pendent health agency, to accord with any action Congress might 
take to separate health activities from social security and education 
functions, as was proposed at that time. 

The only new approach contained in the Hoover Commission report, 
which had not been fully explored and developed through testimony 
presented at previous hearings, was the proposal that the Bureau of 
Indian Affairs be transferred from the Department of the Interior to 
the proposed new department. 

In view of the scope of the problems involved, the Hoover Com- 
mission suggested that extensive studies be made of several problems 
for the purpose of (a) divesting the Children’s Bureau of its grant 
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functions and shifting the Bureau to a general staff capacity to the 
Secretary as soon as the new integrated department develops a more 
uniform approach to grants in aid; (6) making a complete review of the 
old-age and survivors insurance program; (c) conducting a study of 
the several contributory retirement systems within the Federal Gov- 
ernment, to determine where these systems, except the Foreign Service 
system, should be merged; (d) securing participation of all interested 
Fede ral, State, and loc al age ncies in programs to raise the living and 
cultural standards of the Indians; and (e) gradually replacing and 
ultimately discontinuing administrative supervision of Indian busi- 
ness enterprises. These latter two proposals were included in a 
separate report on Indian Affairs. Nine specific recommendations 
were made in this report, with the primary objective of assimilation 
of Indians into the rest of the population. Vice Chairman Acheson 
of the Hoover Commission dissented vigorously from the recommenda- 
tions to assimilate the Indian and to turn him, his culture, and his 
means of livelihood over to State control. He felt that these recom- 
mendations go beyond the jurisdiction of the Commission in that they 
change substantive legislative policy. Commissioners Rowe and 
k ‘orrestal concurred. Commissioners Acheson, Rowe, and Aiken also 
dissented to the recommendation that the Public Health Service be 
transferred out of the Federal Security Agency, and that the functions 
of the Food and Drug Administration be divided between the proposed 
United Medical Administration and the Department of Agriculture. 
Following the submission of the Commission’s report, a bill (S. 2060) 
was introduced by Senator McCarthy, as drafted by attorneys for 
the Hoover Commission, which proposed to establish a Department of 
Welfare as an executive department to conform to the recommenda- 
tions of the Commission. On June 20, 1949, the President, under au- 
thority granted under the Reorganization Act of 1949 (Public Law No. 
109, 8ist Cong.) submitted Reorganization Plan No. 1 of 1949, to 
create a Department of Welfare. Its provisions were practically 
identical to the provisions of S. 712, Eightieth Congress, which, like 
the plan, provided for the conversion of the existing Federal Security 
Agency into an executive department with like functions; S. 2060 
would have established a new department and transferred some but 
not all of the present functions of the Federal Security Agency to it. 
Opposition developed immediately to the reorganization plan as 
had occurred in connection with similar legislative proposals in the 
past. Objections to the plan were based on the premise that it ignored 
the Hoover Commission recommendations for the creation of a United 
Medical Administration, and was a complete deviation from other 
aspects of the report. ‘The committee therefore recommended that— 
It is imperative that the Congress determine upon the entire program of re- 
organization for health, education, and welfare before any such permanent aline- 
ment as proposed under plan No. | is approved. 
The Senate rejected the plan by adoption of a resolution of disapproval 
(S. Res. 147, 5. Rept. No. 851, 81st Cong.), as required under the pro- 
visions of the Reorganization Act. The committee later considered 
a new bill in the nature of a substitute for S. 2060, also introduced by 
Senator McCarthy, which conformed generally with S. 140 reported 
favorably in the Eighticth Congress, but took no further action in 
view of the failure of the Senate to approve the original bill. 
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After the rejection of plan No. 1 of 1949, the President submitted 
Reorganization Plan No. 27 of 1950, which proposed to constitute the 
Federal Security Agency a Department of Health, Education, and 
Security, as originally proposed under the Aiken bill (S. 712, 80th 
Cong.). The plan would have retained the present semi-independent 
status of the United States Public Health Service and the Office of 
Education. No provision was included in this plan for the establish- 
ment of a United Medical Administration, to consolidate the Publie 
Health Service with other Federal medical activities, as recommended 
by the Hoover Commission. This committee recommended that a 
resolution of disapproval of this plan (S. Res. 302, S. Rept. No. 1943, 
Sist Cong.) be adopted by the Senate. Before action was taken in 
the Senate the House of Representatives approved a resolution of 
disapproval (H. Res. 647, 8lst Cong.) by a vote of 249 to 71, thereby 
rejecting the plan without further Senate action. The primary 
reason for the disapproval of this plan was the fear that health activi- 
ties in the proposed new department would be largely dominated by 
welfare officials, since adequ: ite safeguards were not included. 

Reorganization Plan No. 2 of 1949 and Reorganization Plan No. 19 
of 1950 transferred to the Kodetal See urity Agency the functions of the 
Bureau of Employment Security, the Bureau of Employees Compen- 
sation, and the Emplovees Compensation Appeals Board from the 
Department of Labor which conformed to recommendations in this 
report as well as in report No. 13 pertaining to the Department of 
Labor. 

The Commission included a recommendation in this report that 
Federal aid to education programs should be administered by the 
agencies Whose fune a the particular programs promote. The 
Citizens Committee bill, 5S. 1149, Eighty-second Congress, as outline d 
in the report on the De a nt of Agriculture, contained a provision 
to transfer agricultural vocational education functions to the Depart- 
ment of Agriculture. This proposal was vigorously opposed by repre- 
sentatives of educational groups, on the basis that to transfer these 
functions from the Office of Education would splinter the vocational 
education activities and completely disrupt the administration of 
State and local programs. This proposal was characterized as edu- 
cationally unsound, since the whole trend in education is toward 
integration, not dispersal. In view of the lack of support for this 
provision in the Citizens Committee bill, the entire subsection was 
disapproved by the committee, and further efforts to decentralize 
these functions to operating agencies were abandoned. 

There were a number of other legislative actions which are relevant 
to this report, such as the approval of Public Law 180, Eighty-first 
Congress, consolidating the Alaskan and Canal Zone Retirement 
Acts “ the Federal Civil Service Retirement Act; Public Law 734, 
Eighty-first Congress, the Social Security Act Amendments of 1950, 
expanding the coverage of the old-age and survivors insurance pro- 
gram in conformity with recommendations of the Hoover report; 
and Reorganization Plan No. 16 of 1950, effective May 24, 1950 
(S. Rept. 1548, 81st Cong.), which transferred to the Federal Security 
Agency from the General Services Administration functions. in the 
field of education and water pollution control as effectuating general 
Hoover Commission recommendations for grouping of Government 
functions in accordance with the major purposes of various depart- 
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ments; and Public Laws 815 and 874, Eighty-first Congress, centraliz- 
ing in the Office of Education Government functions in aid of school 
districts overburdened by increased enrollments due to Federal activi- 
ties as an implementation of the same general recommendations in the 
Commission’s Report No. 

As in the case of other Hoover Commission reports, a new bill was 
drafted by the Citizens Committee for the Hoover report and intro- 
duced in the Eighty-second Congress, S. 1145, to implement the recom- 
mendations in the report, and to provide for the establishment of a 
Department of Social Security and Education. ‘This bill was identical 
to S. 2660 in the Eighty-first Congress and would have consolidated 
in a new department the functions of the Social Security Administra- 
tion, the United States Office of Education, and the Bureau of Indian 
Affairs. The Commission’s correlated recommendation, that the 
United States Public Health Service be consolidated with other major 
Government medical activities in an independent United Medical 
Administration, was included in a bill, S. 1140 
on medical activities. 

In addition to these positive actions by the Congress, there were 
numerous bills introduced during both the Eighty-first and Eighty- 
second Congresses which would have carried into effect certain aspects 
of Hoover Commission recommendations in this report, some provid- 
ing for the establishment of a new department, 
to welfare programs and Indian Affairs. 
actions noted above, 


, covered in the report 


and others relating 
Outside of the legislative 
and some other minor amendments to general 
legislation, no direct action has been taken to enact legislation recom- 
mended in this report. As has been noted, many of these proposals 
did not originate with the Hoover Commission, except for certain 
specified features, and had been under consideration by the Congress 
for a number of years prior to the creation of the Commission. 

The Federal Security Ageney has taken exception to the premise on 
which this report is based, that lack of action was one of legislative 
determination. It expressed the view that, despite congressional 
action in rejecting the numerous proposals submitted relating to the 
creation of a new department incorporating the present functions of 
the Federal Security Agency, it is primarily one of reorganization and 
still requires final determination of the Congress. In order that this 
issue may be fully presented, the following is quoted from a letter 
addressed to the chairman of this committee, dated December 29, 


1952, by the Acting Administrator of Federal Security, John L. 
Thurston: 

We note the distinction sought to be drawn in the committee print, in explaining 
the reason for legislative action or inaction on various Hoover Commission recom- 
mendations affecting the functions of this Agency, between matters of reorgani- 
zation and matters of ‘“‘substantive legislative policy.”’ Our concern is based not 
so much on the distinction itself (which we think inappropriately drawn as 
respects recommendations for departmental status for the Federal Security 
Agency) as with the conclusion based on the distinction to the effect that re- 
organization recommendations considered to involve matters of substantive 
legislative policy have been fully implemented when rejected by the Congress or 
a committee of Congress, whereas recommendations considered to be strictly 
reorganization proposals are considered still pending for congressional action 
regardless of action previously taken. 

Thus, in connection with the Commission’s Report No. 15 on social security, 
education, and Indian affairs, the committee print concludes—presumably be- 
cause it classifies various recommendations in this field ‘“‘as involving substantive 
27932—53. 











78 SENATE ACTION ON HOOVER COMMISSION REPORTS 





legislative policy’’—that the recommendations have been fully implemented by 
the process of congressional consideration and rejection of the proposals. On the 
other hand, in connection with the Hoover Commission Report No. 16 on medi- 
cal activities, the committee print emphasizes that these recommendations have 
not been appreciably implemented at all, notwithstanding careful consideration 
and rejection by congressional committees on several occasions. The inference 
that the committee print seems to draw from these conclusions is that sueceed- 
ing Congresses should not give further consideration to report No. 15 but should 
continue work on report No. 16. We see no valid basis in the legislative history 
for either the conclusions or the inference. 

While we would be inclined to agree that considerations of substantive poliey 
were greatly, if not primarily, responsible for congressional rejection of Hoover 
Commission recommendations for giving departmental status to certain functions 
of this Agency, we do not agree that the recommendations themselves involved 
anything but strictly reorganization matters and we emphatically do not agree 
that action thus far by the Congress or its committees amounts to full or even 
partial implementation of these recommendations, On the contrary, we think it 
obvious that these recommendations have thus far been rejected by the Con- 
gress, as have the Commission’s recommendations in report No. 16, and not 
“implemented” in any recognized sense of that word. 


16—Mepicau AcTIvVITIES 





Report No. 


This report emphasizes the lack of over-all supervision and co- 
ordination of Federal medical activities which are presently being 
carried on by five major agencies of the Federal Government. Vary- 
ing and uncoordinated policies among such agencies have resulted in 
unused hospital facilities, inadequate staffing in some areas and over- 
staffing in others, great fluctuation in construction priorities and costs 
per hospital bed, variation as to beneficiaries and bed services, and 
other major deficiencies. Critically necessary objectives are stated to 
be better medical care, better training, improved medical research and 
medical preparedness for national defense requirements, and to elimi- 
nate the present Federal policy of draining doctors, nurses, and medical 
and technical personnel from private practice. 

The Commission’s major recommendation in this report strongly 
supports a consolidation of all large-scale Federal activities providing 
medical care, medical research and public health including preventive 
medicine, into a new United Medical Administration. This proposal 
would provide medical care for those patients certified for treatment 
by the Veterans’ Administration, for a major portion of hospital care 
required by the military forces, and would integrate all such services 
under one general program of administration, construction and hospi- 
tal utilization. In addition to the proposed UMA, the Commission 
recommended the establishment of an advisory board consisting of 
representatives of the Department of the Army, Navy, Air Force, the 
Public Health Service, and the Veterans’ Administration. To be 
transferred to the UMA under this program were the functions, facili- 
ties, and personnel of (a) general and station hospitals of the armed 
forces not located at outlying posts; (6) Veterans’ Administration 
hospital functions including out-patient field services; (c) four non- 
military hospitals in the Canal Zone; and (d) hospitals, functions, 
facilities, and personnel of the Public Health Service. 

The report stressed the importance of congressional action (a) to 
specifically define classes of beneficiaries and details as to the type of 
medical services that should be provided; and (6) to bring to an end 
inconsistencies existing between the Federal hospital construction 
programs, and Federal aid to non-Federal hospitals. The report 
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stressed that it was essential that (a) the Secretary of Defense should 
control medical policy in the armed services and give constant atten- 
tion to measures for national defense, (6) that medical and technical 
personnel should be provided on a career basis through the estab- 
lishment of additional medical schools and facilities for training pur- 
poses, and (c) that the UMA should strongly emphasize research and 
preventive medicine. 

Dissents were filed by Vice Chairman Acheson and Commissioners 
Rowe and Aiken to the Commission’s recommendation for transfer 
of the Public Health Service to the proposed United Medical Adm in- 
istration. 

Following the submission of this report, and at the request of the 
chairman of this committee, attorneys for the Hoover Commission 
prepared a bill providing for its implementation. This bill, known as 
the United Medical Administration Act (S. 2008, 81st Cong.) was 
introduced and referred to the Committee on Labor and Public 
Welfare. It incorporated all of the recommendations of the Hoover 
Commission in its report on medical activities, including a provision 
for establishment of a United Medical Administration. The bill also 
provided for a professional career service to be known as United 
Medical and Health Service, prescribing qualifications for appoint- 
ment therein, and for appointment of disciplinary boards. 

As set forth in Report No. 15 on social security, education, and 
Indian affairs, Reorganization Plan No. 1 of 1949, to establish a 
Department of Welfare submitted by the President to the Congress 
on June 20, 1949 was rejected by the Senate. Reorganization Plan 
No. 1 failed to make any disposition of health functions now vested in 
the Federal Security Agency, and omitted the Commission’s recom- 
mendations relating to the consolidation of all major Federal medical 
facilities. 

Vigorous opposition was expressed to the passage of S. 2008. Ina 
letter to the chairman of this committee, the Federal Security Admin- 
istrator stated that he was unalterably opposed to the recommenda- 
tion to transfer the Public Health Service to an independent United 
Medical Administration, stating that— 


any plan to consolidate hospital functions at this time would be premature * * *, 
I likewise feel that proper safeguards for the elimination of waste and duplication 
can be established by methods other than those proposed by the Commission, 
even if it should be eventually decided that two medical services were needed, 
one military and the other civilian. 


The Administrator of Veterans’ Affairs also strenuously opposed 
this bill, contending that the consolidation of large-scale activities in 
the Federal Government in the fields of medical care, and medical 
research and public health, and the transfer of Federal hospitals to 
a new UMA would “‘limit the use by veterans of the Nation’s hospital 
plant established for them by making these facilities available to addi- 
tional groups, principally armed services personnel and their depend- 
ents, and merchant seamen. It would also impede the efficient han- 
dling of claims for compensation, pensions, insurance and other 
benefits where a physical examination is necessary. It is in conflict 
with the traditional policy of the Government to accord to veterans, 
as a class, special consideration through one agency responsible for 
administering the various benefit programs.”’ 
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In view of this opposition on the part of the agencies directly 
affected, including military and all medical groups, ‘the Committee 
on Labor and Public Welfare took no action on this bill during the 
Eighty-first Congress, pending determination as to what legislative 
disposition should be made of all interrelated problems dealing with 
Federal medical programs. 

As set forth in the preceding report on Social Security, Education 
and Indian Affeirs, after the rejection of Plan No. 1 of 1949, the 
President submitted Reorganization Plan No. 27 of 1950, proposing 
to constitute the Federal Security Agency a Department of Health, 
Education and Security. This plan was likewise rejected by the 
House of Representatives on the same general premise as Plan No. 
of 1949 had been disapproved in the Senate (S. Rept. 1943, 81st 
Cong.) 

A new bill, S. 1140, was filed in the Eighty-second Congress at the 
request of the Citizens Committee for the Hoover Report. Although 
this bill was supposedly designed to carry out the Hoover Commission’s 
recommendations in its report on medical activities, it ignored the 
specific proposal of the Commission to create a United Medical 
Administration, and instead proposed a new Department of Health. 
Otherwise, the bill closely followed the previous bill drafted by the 
Hoover Commission, S. 2008, on which action had been postponed in 
the Eighty-first Congress. It was referred to the Committee on 
Government Operations, which held extensive hearings on the bill 
during February, March, and April 1952. The hearings clearly sup- 
ported the views expressed in the Hoover Commission’s report rela- 
tive to the existence of many instances of inefficiency and duplication 
and costly extravagance in the operation of the Federal hospital and 
medical systems. 

Opposition to the bill came from practically every source, with the 
exception of the National Doctor’s Committee for Improved Medical 
Services established by the Citizens Committee for the Hoover een 
to develop the Hoover Commission’s recommendations in this ares 
The Senate Committee on Government Operations reached a unanim- 
ous decision based on evidence submitted at the hearings, that the 
enactment of S. 1140 might seriously impair medical programs estab- 
lished by the Congress to fully utilize knowledge and experience ex- 
tending over many years. This impairment was particularly true as 
to the provisions of the bill relating to medical research, preventive 
medicine, public-health programs conducted by the Public Health 
Service, the training of specialized medical and hospital personnel, and 
field operations of medical services in the military. Similarly the 
medical, hospital, and domiciliary programs of the Veterans’ Adminis- 
tration might suffer. It was the view of the committee that these pro- 
grams were of such magnitude and involved such diverse objectives 
that any possible benefits of the so-called streamlined administration 
provided for in S. 1140 would be far outweighed by permanent dis- 
advantages that would result from any arbitrary or hasty action such 
as the Congress was being urged to take. This view was supported 
by the united opposition to certain specific proposals included in 
S. 1140 by Federal agencies, medical groups such as the American 
Medical Association, veterans’ organizations, and the military estab- 
a all of whom would be affected by the various provisions of 
the bill. 
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After a thorough analysis of the testimony submitted at the hearings 
on 8. 1140, the committee determined that the more logical, though 
partial, approach to the problem would be to establish an indepe ndent, 
coordinating agency vested with adequate authority to bring about 
better integration of all Federal medical activities and programs. It 
was the view of the committee that such an agency should have suffi- 
cient authority to insure the highest possible utilization of existing 
hospital, convalescent, and domiciliary services and facilities, the 
centralized supervision of the construction and acquisition of addi- 
tional facilities, and bring about the elimination of overlapping and 
duplicating services s without disrupting specialized programs. 

This approach to the problem had been already proposed by various 
groups interested in improving Federal medical activities. The 
American Legion, for instance, drafted and had introduced in the 
Senate a bill, a 925, which would set up a Federal Board of Hospi- 
talization, composed of officials or representatives of Federal agencies 
operating major medical programs. This type of board has been 
tested in the past on several occasions, but no real authority had been 
vested in such boards. ‘The basic problem had developed the fact 
that representatives of one agency, by making concessions to another 
for a desired program could in turn secure approval of programs it 
seeks, even though the programs may or may not be in the general 
public interest. This committee, therefore, instructed its staff to 
draft a completely new bill designed to create such a board or agency 
with sufficient authority to carry out as many of the objectives of the 
Hoover Commission in its report on medical activities as possible, 
without disrupting existing programs authorized by the Congress. 

The bill as drafted by the staff was based largely on the provisions 
of the American Legion bill (S.. 925), and was introduced in the Senate 
as a committee bill on June 11, 1952 (S. 3314, to establish a Federal 
Board of Hospitalization). This bill deviated from the American 
Legion bill in that it recognized that, if proper controls of facilities 
and personnel are to be exercised, such a board must be able to evalu- 
ate impartially existing policies and procedures, and must be in a 
position to exercise independent action in the public interest. The 
bill, therefore, proposed a board consisting of an approximately equal 
number of public members who are to be ‘‘persons learned in the medi- 
cal arts and of outstanding professional qualifications and attain- 
ments,” to be appointed by the President and confirmed by the Senate, 
one of whom would be chairman, in addition to the Federal members 
of the Board, who would represent the operating agencies. 

Following introduction of this new bill, S. 3314, the Citizens Com- 
mittee for the Hoover Report and the American Medical Association 
recommended that it was essential that public and Federal members 
of the proposed Board have equal representation with Federal agen- 
cies; that instead of six representatives from Federal agencies eng: aged 
in some type of medical activity and four from public members, ‘there 
should be only eight members, four from private life and four from 
the major Federal medical operating units (the Secretary of De- 
fense, the Administrator of Veterans’ Affairs, the Surgeon General of 
the Public Health Service, and the Secretary of the Interior, omitting 
the Director of the Bureau of the Budget, and the General Services 
Administrator). The American Legion indicated that it would oppose 
any public membership on the Board, and that, if public members 
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were included such members should be distributed specifically to in- 
clude (a) a doctor of medicine; (6) a construction engineer familiar with 
hospital construction; (c) a hospital administrator; and (d) a person 
trained in veterans’ affairs. The Veterans of Foreign Wars took the 
view that no public members should be included on the Board and 
that it should be a strictly federally controlled operation along the 
lines of such previous Boards, with no real authority vested in the 
Board, and that it be staffed only for minor administrative functions. 

Since vitally interested groups were unable to agree on the language 
of the committee bill, it became clear that no action was likely during 
the closing days of the Eighty-second Congress. The committee 
therefore withheld further action on S. 3314, thus er eating an oppor- 
tunity for consideration of perfecting amendments necessary to insure 
effective administration of the Federal medical programs, without 
impairing statutory medical activities. 

After adjournment of the Fighty-second Congress the committee 
directed the staff to make a complete and careful analysis of the hos- 
pital programs of the Veterans’ Administration, based on the manage- 
ment survey authorized by the President, as outlined in Report No. 9 
on Veterans’ Affairs. The staff was further directed to prepare a 
new bill for consideration by the committee on the convening of the 
Eighty-third Congress with a view to initiating appropriate legisl: a- 
tive action at that time to c arry out the Hoover Commission’s recom- 
mendations in its report on medical activities. At that time comments 
of the agencies affected will be requested, and no doubt full hearings 
will be found to be necessary prior to committee action. 


Report No. 17—FEpERAL Business ENTERPRISES 


This report deals primarily with organization, policy, reporting, and 
other aspects of “about 100 important business enterprises,’ operated 
wholly or partly by the Federal Government, engaged directly or 
indirectly in lending money; guaranteeing loans and deposits; writing 
life insurance; producing, distributing, and selling electric power and 
fertilizers; operating railroads and ships; purchasing and selling farm 
products; and smelting and selling metals. 

Of the 23 recommendations in this report, 15 of them deai with 
general operations of Government corporations and with housing enter- 
prises, 4 with farm-credit enterprises, with the remaining 4 proposing 
specific actions which would (a) liquidate the Inland Waterways 
Corporation and (6) the Puerto Rico Reconstruction Administration; 
(c) incorporate the Washington National Airport and (d) the Alaska 
Railroad. 

Each and every one of the recommendations contained in this report 
deal specifically with legislative policy. They are so broad and in- 
volved that the attorneys for the Hoover Commission did not submit 
a draft bill to put the recommendations into specific legislative pro- 
posals, as requested by the chairman of this committee, and no specific 
drafts were compiled by the Citizens Committee for the Hoover Report 
for implementation of the report. 

A number of recommendations in this report were repeated in other 
reports submitted by the Hoover Commission. As an illustration, 
the recommendation for vesting the supervision of the Federal Deposit 
Insurance Corporation in the Secretary of the Treasury was repeated 
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in the report on the Department of the Treasury. 
of the FDIC stated in reply to this suggestion, that— 


The Chairman 


Without intending any criticism whatsoever of the work of the Commission or 
the task forces, it is submitted that the recommendations pertaining to this 
Corporation suggest lack of understanding of the basic reasons for creation of the 
Corporation as an independent agency and its relationship to the Federal Reserve 
System, the Comptroller of the Currency, and the 48 State bank supervisors. 
This is due in part, we believe, to the piecemeal me thod by which the task forces 
studied the functions of the Corporation. 

As a further indication of the extent to which activation of recom- 
mendations in this report would have on the prerogatives of Congress, 
the following is quoted from a letter submitted to the committee by 
Mr. Raymond M. Foley, Administrator of the Housing and Home 
Finance Agency, who stated that, in connection with the proposal for 
the creation of a system of national mortgage discount banks to pro- 
vide real estate mortgage discount facilities for all private lending 
agencies, he had no objection to a study of this problem being made 
by the Congress. He added, however, that he believed there is “a 
confusion in the Commission’s report between the type of financial 
activity involved and the public purpose which it is desired to ac- 
complish,” concluding that— 


It is my considered opinion that the principles on which this question was 
rejected in the early 1930’s are still sound and that there would be draw-backs 
to the adoption of a national system of discount banks, of the type apparently 
contemplated by the Commission, at the present time. At the same time there 
is no doubt that a general review of the Federal Government’s activities in the 
broad field of fiscal management and supervision might be profitable in terms of 
recommendations for a better integration of all current reserve facilities. We 
would welcome a congressional study on such a comprehensive basis. 

The recommendations of the Hoover Commission in this report, 
along with those submitted at the hearings by qualified experts in 
connection with consideration of basic legislation, have been given 
careful consideration. When future proposals affecting the operations 
ofthe numerous agencies involved are considered, there is little doubt 
that they will continue to review the Hoover reports, as is the accepted 
congressional procedure when basic legislation of this type is proposed. 

Among the numerous legislative actions taken in these broad fields 
during the Eighty-first and Eighty-second Congresses, the following 
may be cited as having some bearing on relationship to the purport 
and intent of the Hoover Commission recommendations in its report 
on Federal business enterprises: The Housing Act of 1950, titled IT, 
relating to the disposition of veterans’ housing projects (Public Law 
No. 475, 81st Cong.) ; improvement in the organization, management, 
and operation of the Panama Canal (Public Law No. 841, 81st ‘Cong.): 
Reorganization Plan No. 17 of 1950, transferring the functions of the 
General Services Administration relating to the advance planning of 
non-Federal public works and the management and disposal of certain 
war public works to the Housing and Home Finance Agency (S. Rept. 
1676, 81st Cong.); Reorganization Plan No. 22 of .1950, transfer- 
ring the Federal National Mortgage Association from the Reconstruc- 
tion Finance Corporation to the Housing and Home Finance Agency 
(S. Rept. 1936, 81st Cong.) ; Reorganization Plan No. 23 of 1950 pro- 
vided for the transfer of the financi ing of factory-built homes from the 
Reconstruction Finance Corporation to the Housing and Home Fi- 
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nance Administrator (S. Rept. 1870, Sist Cong.) ; and Reorgani- 
zation Plan No. 1 of 1951, providing for the reorganization of the 
Reconstruction Finance Corporation (S. Rept. 2138, gad Cong.). In 
conformity with recommendations relating to the liquidation of the 
Puerto Rico Reconstruction Administration, the Interior Department 
initiated plans calling for its liquidation. The recommendation relat- 
ing to the separation of capital and operating expenditures in connec- 
tion with the operation of Government business enterprises has been 
fully provided for in the joint accounting program of the General 
Accounting Office, the Department of the Treasury, and the Bureau 
of the Budget, as set forth under report No. = on budgeting and 
accounting. 

In addition to direct legislative and administrative actions along 
the lines cited above, various committees of Congress have conducted 
extensive studies and surveys into the operations of many of the 
Federal business enterprises 0 which reference Was made in the 
Hoover Commission reports. Notably, the Senate Committees on 
Banking and Currency and Interstate and Foreign Commerce con- 
sidered the enactment of proposals relating to banking, Federal loans, 
housing, corporation controls, transportation, public power and inter- 
state commerce. The broad purpose underlying the recommendations 
of the Hoover Commission in its report on Federal business enter- 
prises 1s the fundamental improvement of business methods of Gov- 
ernment activities. 

Legislation is the keynote for either initiating or improving these 
operations. One of the fundamental bases of control of these activ- 
ities 18 through proper auditing procedures which this report itself 
recognizes. In line with this, the Congress has approved the Budget 
and Accounting Procedures Act of 1950, as recommended by this 
committee, which vests authority in the Comptroller General of the 
United States asa representative of the legislative branch in matters 
of accounting and auditing, under which the Congress can be kept 
fully apprised of any irregularities OF deviations from basic legislative 
authorizations, as prescribed under the provisions of the Corporation 
Control Act of 1945, as amended. Pursuant to this authority the 
General Accounting Office audits the books and financial records of 
wholly owned and mixed-ownership Government corporations. These 
audit reports are submitted to the Congress at the end of each fiscal 
year, and referred to this committee for examination. These audit 
reports are also available to the substantive committees which deal 
with problems related to the activities of these agencies, and are 
annually reviewed for the purpose of amending or expanding existing 
statutes to conform to changing economic or national conditions. 
Consequently, to fully appraise legislative actions taken by the Con- 
gress Or administrative actions i implem« ntation of recommen al- 
tions contained in this report, it is necessary tO fully analyze & 
legislation, reorganization plans, and administrative actions through- 
out this report as well as many which are not included. 

Actions taken on certain aspects of this report are also incorporated 
in comments on other reports of the Hoover Commission, such as NO. 
7 on budgeting and accounting, and No. 10 on the Department 
of Commerce. 
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Report No. 18, Part l—Oversras ADMINISTRATION 


This report is concerned with the manner in which the United 
States administers overseas areas, including occupied areas, insular 
possessions and trust territories, organized (self-governing) territories, 
and other overseas activities, including economic cooperation, mutual 
defense programs and special missions. ‘The Commission also gave 
consideration to the disposition of certain other small independent 
agencies such as the American Battle Monuments Commission, 
Philippine Alien Property Administration, and the Philippine War 
Damage Commission, the latter two of which have been liquidated 
since the Commission’s report was submitted to Congress. 

The Commission made only one concrete recommendation in this 
report: that the Congress direct that a comprehensive study be made 
of the entire problem of overseas operation and administration. As 
possible alternatives, it was suggested that (1) a special Secretary be 
appointed, directly responsible to the Secretary of Defense, who 
would take over then-existing Army and Navy responsibilities for 
the Panama Canal, the island possessions and trust territories, and 
the administration of the occupied areas; or (2) an Administration of 
Overseas Affairs be created, headed by an Administrator, who would 
have the responsibility for the administration of all overseas activities, 
including occupied areas, but excluding the diplomatic and consular 
services. This alternative had as its prime objective the unification 
of overseas policy controls under one responsible head. The creation 
of such an agency would, in the view of the Commission, enable the 
development of a corps of career men for foreign administration, 
reduce the total number of agencies in the Government, and eliminate 
overlapping and duplicating overseas activities. 

Two bills (S. 2072 and S. 2061), were introduced in the Senate in 
the Eighty-first Congress by Senators McClellan and McCarthy, 
respectively, to conform to a draft submitted to this committee by 
attorneys for the Hoover Commission providing for the creation of a 
Commission on Overseas Administration. These bills accorded with 
the specific recommendation of the Commission, and provided au- 
thority to the proposed new Commission to conduct a complete study 
and survey of the administration of all overseas activities of the 
Government and to make recommendations to the Congress with 
respect thereto. The Commission was to be composed of 12 mem- 
bers—4 Members of the Senate, to be appointed by the President of 
the Senate; 4 persons from the executive branch, appointed by the 
President of the United States; and 4 Members of the House of 
Representatives, appointed by the Speaker. This Commission would 
have been required to submit its report to Congress within a specified 
time, and was empowered only to recommend appropriate action to 
correct deficiencies in existing programs and to suggest means for 
coordinating and integrating overseas activities. Any report sub- 
mitted under its authority would therefore have been subject to com- 
plete congressional review and approval before legislative action would 
be taken on any of its recommendations, on the same basis as the 
Hoover reports. 

S. 2072 was reported unanimously by this committee (S. Rept. 889, 
8ist Cong.) and passed the Senate on August 27, 1949, in preference 
to the alternative approach of establishing an Administration of 
Overseas Affairs. After passage by the Senate, the bill was referred to 
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the House Committee on Expenditures in the Executive Depart- 
ments where no further action was taken during the FKighty-first 
Congress. 

A similar bill (S. 1166) was introduced in the Eighty-second 
Congress and again reported favorably by this committee on July 11, 
1951 (S. Rept. 543). Under its provisions, however, bipartisanship 
was provided for by requiring'that within each class of four membe rs, 
two were to be from each of the two major political parties. The 
Commission was given subpena powers and was required to report to 
Congress and terminate its activities within 1 year after its first 
meeting. The bill passed the Senate on July 23, 1951, under 
unanimous consent, and was referred to the House Committee on 
Expenditures in the Executive Departments the following day. A 
motion to reconsider the Senate action was entered by Senator Ellender 
of Louisiana, and the bill was called back from the House of Repre- 
sentatives and placed on the Senate Calendar under “ Motions to 
reconsider.” The effect of this procedure, under the Senate rules, 
was to nullify the previous Senate action, and to kill the bill. 

As indicated above, the Hoover Commission suggested that should 
the Congress approve the alternative proposal to establish an Admin- 
istration of Overseas Affairs, the agency should be set up under an 
Administrator whose position would be similar to that of the Economic 
Cooperation Administrater and who would bear the same relationship 
to the Secretary of State in matters involving foreign policy. Aithough 
the Congress has not acted directly on this recommendation, it ap- 
proved the Mutual Security Act of 1951 (Public Law 165, 82d Cong.), 
which abolished the Economic Cooperation Administration and estab- 
lished a Mutual Security Agency, to be administered by a Director of 
Mutual Security. The Congress set forth in the act establishing this 
new agency, that its purpose would be to— 
maintain the security and to promote the foreign policy of the United States by 
authorizing military, economic, and technical assistance to friendly countries to 
strengthen the mutual security and individual and collective defenses of the free 
world, to develop their resources in the interest of their security and independence 
and the national interest of the United States and to facilitate the effective 
participation of those countries in the United Nations system for collective 
security. The purposes of the Mutual Defense Assistance Act of 1949, as amended, 
the Economie Cooperation Act of 1948, as amended, and the Act for Internatiov a! 
Development shall hereafter be deemed to include this purpose. 

Following the adjournment of the Eighty-second Congress in July, 
the staff of this committee was directed to make further studies into 
the operations of overseas agencies. The purpcese of this staft review 
of the Hoover Commission’s recommendations, submitted to the Con- 
gress in 1949, was to develop pertinent facts and information relative 
to the present operating status of overseas agencies, and report to the 
committee with respect to deficiencies, duplicating activities, or extrav- 
agances that may be found to presently exist with recommendations 
fora complete reorganization of the overseas program. Extracts from 
the staff memorandum submitted to the committee, as a result of this 
study, follow: 


Staff Memorandum No. 82-—2-40. DECEMBER 31, 1952. 


Subject: Reorganization of overseas activities. 

The staff pre “pe ared a draft report released as a committee print on October 15, 
1952, entitled “Senate Action on the Hoover Commission Reports.’ This staff 
report has been revised and is being submitted to the Senate as an official com- 
mittee report. 
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This memorandum deals with one aspect of that report—reorganization of over- 
seas activities. It is submitted pursuant to the provisions of the Legislative 
Reorganization Act of 1946, vesting in the Committee on Government Operations 
jurisdiction over all ‘reorganizations in the executive branch of the Government, 
and the continuing duty of “evaluating the effects of laws enacted to reorganize 
the executive branch of the Government.’’ The following are recommendations 
made to the Congress by the Hoover Commission in this area: 


Hoover Commission recommendations 

Overseas activities —‘‘The Congress direct a comprehensive study to be made 
of the entire problem of overseas operation and administration.’’ The purpose of 
such a study was to (a) consider the advisability of creating a unified Administra- 
tion of Overseas Affairs, (b) provide for better organization and administration of 
overseas agencies and activities, and (c) bring about coordination of foreign-po.icy 
determinations through the elimination of existing conflicts of authority, duplicat- 
ing administrative structures, and excessive personnel and costs. 

2. General Management of the Executive Branch.—‘‘Interdepartmental commit- 
tees are helpful in coordinating the programs of departments and agencies * * * 
the President should be given adequate funds to make it possible for him to use 
advisory commissions and to employ consultants or personal advisers from time 
to time.”” The Hoover Commission in making these recommendations indicated 
a general endorsement of the use of interdepartmental committees in order to 
bring about closer coordination of extensive Federal programs. In its report on 
Foreign Service, it applied this proposal directly to overseas activities, as set 
forth in the following paragraph. These recommendations have been incorporated 
as the basic premise for the reorganizations proposed in this memorandum. 

Foreign Affairs.—‘‘Cabinet level committees, with their memberships and 
assignments fixed by the President, are necessary in crucial areas in the conduct 
of foreign affairs where the issues transcend the responsibility of any single depart- 
ment and where Presidential consideration or decision is necessary. * * #* 
The fundamental world objectives and foreign policies of the United States should 
be continuously defined so as to permit delegation of authority to the line units 
to take action within the objectives and policies so defined.” 

4. Foreign Affairs.—‘‘The chief of each United States foreign mission should 
be the responsible American spokesman for the area or country to which he is 
assigned. He should observe and counsel all United States activities therein, 
and he should be responsible for administration of his mission.”” The Hoover 
Commission then developed the fact that the United States engages in two general 
types of activities in foreign countries, the traditional representation and reporting 
activitfes of the diplomatic missions, and the special operational activities of the 
various economic, social, and other programs, and concluded that ‘‘it is desirable 
not only to hs ave all personnel responsible to the chief of the mission but also part 
of a mission.’ 

General Management.—‘‘An Office of Personnel siinaal be established in the 
Pp venida nt’s Office under the direction of the Chairman of the Civil Service Com- 
mission in order to provide the President with continuous staff advice and assist- 
ance relative to matters affecting the career civilian service of the Federal Govern- 
ment.’”’ The Commission explained that the purpose of the establishment of this 
office would be that the Director function as the principal staff adviser to the 
President in connection with problems related to the career civilian service of the 
Federal Government. 

6. Personnel management.—‘‘'The Congress should enact a law which would 
embody a comprehensive pay policy for the entire executive branch. * * * 
Congress should amend the law dealing with reductions in force to permit regu- 
lations to insure the retention in the Federal service of men and women who are 
best qualified to perform the duties of their jobs, irrespective of other con- 
siderations. Existing directives dealing with dismissals should be amended so 
as to provide a more workable method for separating inefficient employees. mS 
Career employees who are laid off as a result of reduction in force should be 
given special consideration for other Federal jobs.’’ These recommendations 
(Nos. 5 and 6) are cited in order to bring them into focus in connection with the 
committee’s consideration of a proposal outlined in this memorandum for the 
integration of all overseas personnel under one foreign service. 

History of legislative and administrative action 

The Committee on Government Operations approved bills in the Eightv-first 
Congress (8S. 2072), and the Fighty-second Congress (S. 1166), providing for the 
creation of a Commission to study the administration of overseas activities. This 
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proposed legislation was originally drafted by the Hoover Commission’s staff, 
designed to carry out its recommendations in this field. S. 2072 passed the 
Senate, but failed of action in the House. 8S. 1166 passed the Senate under 
unanimous consent, but was recalled under a motion to reconsider and died on the 
Senate Calendar, due primarily to the opposition of the President. 

2. The Congress passed the Mutual Security Act of 1951 (Public Law 165, 
82d Cong.) which abolished the Economic Cooperation Administration and 
established the Mutual Security Ageney, to be administered by a Director of 
Mutual Security. The President appointed Mr. William H. Draper as United 
States Special Representative in Europe (SRE) with a rank of Ambassador, and 
issued Executive Order No. 10338 (dated April 8, 1952) coordinating procedures 
under section 507 of the Mutual Security Act of 1951. The chief of the United 
States diplomatic mission in each country, as the representative of the Preside: t, 
was authorized under the order to coordinate the activities of the United States 
representatives, including the chiefs of economic missions, military assistance 
advisory groups, and other representatives of agencies of the United States 
Government. The announced purpose of this order was to bring about full 
integration of the Furopean military assistance and economic program, 

3. The Senate Committee on Foreign Relations initiated a program for the 
improvement and integration of the Foreign Service and administrative personnel 
in the Department of State (as reeommended by the Hoover Commission), which 
resulted in extended studies of the problems involved and the submission of 
reports and proposed legislation for consideration by the new Congress. 

4. The Committee on Government Operations, in its consideration of the 
Hoover Report on General Management, refrained from taking any action on its 
recommendation for the creation of an Office of Personnel in the Executive Office 
of the President, pending further study. 


Proposed action in the Eighty-third Congress 


1. One of the most important problems which the new Congress will consider 
is the revision of the Mutual Security Program and its various extended aspects. 
Such action will be directed toward the centralization of authority, elimination 


of existing duplications, overlapping of functions, excessive staffs, improvement 
of administration and effecting drastic reductions in cost consistent with the 
revised program of the new administration. 

2. The Committee on Government Operations will, in all probability, have 
before it for reconsideration the Hoover Commission’s proposals for the creation 
of a commission to study overseas operations and activities. In view of the fact 
that the Hoover reports were submitted to the Congress 4 years ago, and many 
changes in the overseas program have occurred since that time, the staff director 
of the committee was instructed to prepare essential data and information for 
consideration in connection with a program for legislative action in the light of 
recent developments. 

3. It is proposed by the Senate Committee on Foreign Relations that further 
legislative action be considered in the new Congress dealing with the Hoover 
Commission’s recommendation relative to the integration of the Foreign Service 
and administrative personnel. 

1. The recommendation of the Hoover Commission relative to the establish- 
ment of an Office of Personnel within the Executive Office of the President will 
likewise probably be reviewed by the Committee on Government Operations. 


Staff action 


1. The problem before the committee involved three basie questions: (a 
Whether the committee should again recommend favorable action on the pro- 
posal to create a commission to study overseas activities; (b) whether the con- 
sideration of a direct reorganization of all overseas agencies operating in the 
European area would be preferable to the delay that would result in connéctio! 
with such an extended study, particularly since the Congress will find it necessary 
to act before such a report could be made available; and (c) if the latter were 
considered feasible, to propose a plan for reorganization. In approaching the 
problem, the staff reached the following tentative conclusions: 

1. The new national administration will take early and probably drastie actiot 
to revise completely the entire Mutval Security Program, including the organi- 
zation and activities of the special representative in Europe (SRE), the Mutual 
Security Ageney (MSA), the military assistant advisory groups (MAAG) and 
the United States Embassies. 
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2. Any study which might be undertaken by another study group such as pro- 
posed by the Hoover Commission would be supplemental to the many specialized 
studies already made by executive and legislative committees into the various 
aspects and numerous facets of the overseas program, and its report would come 
too late to be of any value in meeting the present problems Immediate action 
is therefore necessary on an over-all recommendation for reorganization, and to 
place all the facts before a central legislative committee 

3. Such a legislative program is both desirable and feasible, and within the 
jurisdiction of the Committee on Government Operations under its broad author- 
ity to “study the operations of the Government at all levels,’’ and its direct 
jurisdiction over all reorganizations within the executive branch of the Govern- 
ment. 

4. An over-all reorganization of all overseas activities can be effected to elimi- 
nate the overlapping functions, not only of the existing special representative in 
Europe, the Mutual Security Agency, and the country missions in the United 
States Embassies, but to conform to uniform foreign policies all over the world 
in order to promote better coordination of all approved activities in the diplomatic, 
political, economic, and military fields 

5 Since the facilities of the staff in making this study on which the following 
reorganization program is based were very limited, it might be found to be 
more desirable for the committee to initiate more extensive studies into the 
deficiencies of the operations of overseas activities, looking toward the elimina- 
tion of excessive staffs and expenditures. 


THE REORGANIZATION PROGRAM 


The following reorganization program is submitted to the committee for con- 
sideration, as one approach toward accomplishing these objectives: 

1. Abolish the special representative in Europe, and create an Interdepart- 
mental Overseas Policy Board composed of the Secretaries of State and Defense 
and a representative of the President, the latter to be designated as Chairman. 
It is proposed that the Board should have full authority to establish and coordinate 
all overseas policies and programs within legislative authorizations. Representa- 
tives of each of the other operating agencies should also be available to perform 
advisory services, the Board to determine which designated functions are to be 
allocated to Federal agencies engaged in overseas activities. The Board would 
be authorized to establish uniform foreign policies, not separate area policies 
presently formulated without proper regard for problems in other areas. 

2. Abolish the Office of Director of Mutual Security, and create an Office 
of Under. Secretary for Economic Affairs in the Department of State to provide 
administrative direction for all overseas economic activities. The Under Secre- 
tary should have full authority to coordinate country programs under a uniform 
policy to conform to over-all policy determinations of the Interdepartmental 
Overseas Policy Board. The Under Secretary, subject to political policy deter- 
minations of the Secretary of State, would be vested with full administrative 
responsibility for the operation of all overseas military assistance and economic 
programs. 

3. Vest in the United States Ambassador of each of the countries participating 
in the foreign economic and military programs full authority to represent the 
United States Government in contacts with accredited representatives of such 
nations. At present, in France, there are four Ambassadors and three Ministers 
as well as other officials dealing with various policy aspects. This creates general 
confusion and encourages representatives of foreign powers to temporize and 
bargain on matters of vital importance, and tends to weaken the authority of the 
accredited United States Ambassador, the head of the diplomatic mission. 

4, Create a Director of Economic Administration within each United States 
Embassy, who would be vested with complete authority to perform all functions 
now being administered and duplicated by the present SRE, MAAG, and the head 
of the country mission. The Director of Economie Administration would be 
required to conform to the policy determinations of the Interdepartmental Over- 
seas Policy Board under regulations promulgated by the Under Secretary for 
Economic Affairs. Country policy matters would be required to be supervised 
and cleared as to political aspects through the Ambassadors of the respective 
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countries. The Ambassador, as recommended above, would be the sole repre- 
sentative of the United States Government in its dealings with officials of the 
respective countries in order to insure uniformity. He should, however, be 
permitted to redelegate any such authority, as he may determine, to the Director 
of Economic Administration. 

5. Consolidate present United States Embassy, SRE, and MSA staffs, under the 
administrative control of the Chief of the United States diplomatic mission. The 
staff would perform all administrative and general services (employment, account- 
ing, security, housing, operation of motor pools, ete.) for all Embassy activities, 
including those of the proposed Director of Eeonmie Administration and’ the 
Military Assistant Advisory Groups. The Director of Economie Administration 
should be provided with adequate technical staff under his immediate and direct 
supervision to carry on program activities of the various agencies dealing with 
economic aid and military assistance. 

6. Administrative and service functions of the MAAG as now constituted should 
be eliminated as the programs are carried to completion. Operating functions of 
the MAAG should be converted eventually to an advisory status, with liaison 
services performed through the respective Air Force, Army, and Navy attachés 
(or technical service representatives) already assigned to the Embassies. The 
complete transfer of these operating functions is not considered feasible at the 
present time in view of the backlog that has accrued in connection with MAAG 
operations, but as the backlog is liquidated, consideration should be given to 
transferring its operating function to the Embassy staff in the same manner as 
is now proposed for the administrative functions. 

7. Create within the Executive Office of the President an Office for Personnel 
Management. To this Office would be added as an equal operating unit, in 
addition to the United States Civil Service Commission, a new Foreign Service 
Commission. It is proposed that a bill be introduced providing for the establish- 
ment of a Special Board of Foreign Service with adequate authority to draft a 
complete program, subject to the approval of the Congress, to establish uniform 
employment, pay, promotions, special allowances, retirement, with foreign per- 
sonnel policies applying equally to all Federal employees engaged in overseas 
activities, for administration by the Foreign Service Commission. 

Any regulations emanating from the proposed Special Board on Foreign Service 
must of necessity have as their first objective the classification of all personnel 
and the establishment of proper standards for employment, salaries, promotions, 
etc., with adequate provision that any person not meeting the requirements would 
be either transferred to a position consistent with his qualifications or removed 
from the payrolls. The program should be so drawn as to bring to each department 
or agency of the Government proper recognition for its foreign service activities, 
particularly in the fields of commerce, agriculture, labor, and health, and even- 
tually remove undue “theoretical”? control by the State Department. 

Each department should retain present departmental control and jurisdiction 
o.er its own employees on the same basis as it does now over the classified civil 
service in relation to other Federal employees. Under such a formula the various 
specializing agencies would be in a better position to enlist qualified personne! 
to perform specific technical functions under proper inducements and on a firmer 
basis. The problem of inequities in pay, allowances, promotions, etc., between 
agencies is vital to the morale of overseas employees. 


Conclusions 


In order that the entire problem may be brought before the committee for ap- 
propriate action, it is suggested that bills be introduced in the Senate, for reference 
to the Committee on Government Operations, (a) to create a Commission To 
Study the Administration of Overseas Affairs, as recommended by the Hoover 
Commission, and (b) to earry out the above reorganization proposals, as revised 
after further staff study and consultations with representatives of the affected 
agencies. 

Consideration should be given to the possibility of holding joint hearings before 
the House and Senate Committees on Government Operations. Government 
officials who are responsible for administering the programs, and who are fully 
informed regarding the needs and requirements for improvement of the service, 
should be recuested to testifv at such hearings. 

It should be stressed here that no matter how perfect a field organization 
may be developed in overseas areas, the problem of control from Washington is of 
paramount importance. Many of the operating officials feel that this is the real 
basis for the conflicting and contradictory policy application at the operating 
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level. The proposals for reorganizations at the policy level 
paramount importance. 


are, therefore, of 


Many committees of Congress have made special studies of various aspects of 
United States overseas activities, with particular emphasis on the military assist- 
ance and economic programs being administered in Western Europe. The difli- 
culty has been that many of these reports deal with only one facet of the whole 
problem. In order to have the entire overseas program and administrative aspects 
properly considered it must be approached on an over-all basis. Since the 
Committees on Government Operations are the only committees vested with 
sufficient authority and clear responsibility to cover adequately the entire field 
of these operations, the staff recommends that these committees should exercise 
their legislative responsibility in these areas. 


Watter L. Reyno.tps, Staff Director. 





Report No. 18, Parr 2—FrpeEerRat-StTateE RELATIONS 





The five recommendations contained in this report point up the 
need for establishing an understanding between the Federal Govern- 
ment and State and local governments to determine the best means 
of meeting public needs in the various governmental areas of activity, 
and to evolve some solution as to which level of government will levy 
and collect the various kind of taxes. The Commission put special 
emphasis on the need for the formulation and determination of policies 
to enable local governing bodies to carry on such functions which they 
are in a position to administer, with Federal supported grants-in-aid 
being budgeted and administered locally. To best accomplish these 
objectives the Commission proposed that a Federal-State relations 
agency be created to study, inform, and assist in devising national 

programs gover ning all activities involving Federal-State relations. 

The subject matter of this report has been the basis of continuing 
studies on the part of the various committees of the Congress, the 
Federal Government, and State and local governments for a number 
of years. The deficiencies in existing systems and programs have 
been fully recognized by the Congress, and various actions have been 
taken which had as their objective the carrying out of the specific 
recommendations contained in this report. Unfortunately, such ac- 
tions as have been initiated have not resulted in any broad-scale 
solutions to the many problems involved. 

The specific recommendations made by the Commission in this 
report suggested that action should be taken by the Congress to solve 
frve major problems which were analyzed generally as “follows: (1) 
That the functions and activities of the Federal, local, and State 
vovernments be appraised to determine which can be most advan- 
tageously operated by each level of government, and which require 
joint police y making, financing and administration; (2) that the tax 
systems—National, State, and local—be revised, and that in this 
revision every effort be made to leave to localities and States adequate 
resources from which to raise revenue to meet duties and responsi- 
bilities of local and State governments; (3) that all Federal grants-in- 
aid to State governments be budgeted and administered on the Federal 
and State lev els, as are other F ‘ederal and State funds; (4) that the 
grants-in-aid plans and programs be clarified and systematized; and 
(5) that a continuing agency on Federal-State relations be created to 
make studies and recommendations which would be helpful in the 
accomplishment of these objectives.” 





a A subcommittee to study intergovernmental relations of the Senate Committee on Expenditures in 

» Executive Departments prepared a report during the 80th Congress in coope ration with the Gover- 

- rs’ Conference and other committees of the Congress on the Coordination of Federal and State 
Taxes (S. Rept. 1054, 80th Cong.) which dealt with many of the problems outlined in this report. 
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Following the submission of this report to Congress, agency com- 
ments were requested by the chairman. The resultant responses 
indicated that there was general agreement with the purpose of 
recommendation No. 5, calling for study of the conflicts between 
existing Federal, State, on local programs with a view to accom- 
plishing more economically and effectively the coordination of these 
activities. There was, however, some opposition to the creation of 
a new agency for this purpose. 

A number of bills in this whole area were introduced in the Congress 
by various Senators, most of them providing for the creation of com- 
missions similar to that recommended by the Hoover Commission. 
The bills differed in many respects as to the proposed membership of 
the Commission and as to their emphasis on Federal-State fiscal 
relations. None of them provided for a continuing agency as recom- 
mended by the Hoover Commission, except the bill drafted by attor- 
neys for the Commission (S. 1946, 81st Cong.). S. 1946 was reported 
favorably on June 13, 1949 (S. Rept. 488, 81st Cong.), after extensive 
joint hearings had been held on all related bills by the Senate and 
House Committees on Expenditures in the Executive Departments 
(now the Committees on Government Operations). 

This bill was called up several times on the Senate Calendar and 
passed over on objection of individual Senators. Objections to the 
bill were largely due to the contention that the proposed Commission 
should be temporary rather than permanent in character in order to 
permit Congress to receive and.review its report and determine from 
time to time on the desirability of its continuance. Suggested changes 
were also proposed as to the composition of the Commission. ‘This 
committee therefore reconsidered the proposed legislation, and ordered 
reported a new committee bill, S. 3147, containing appropriate amend- 
ments to meet these objections (S. Rept. 1856, Slst Cong.). Despite 
these efforts, repeated objections were also made when the revised 
measure was called up in the Senate, and no further action was taken 
in the Eighty-first Congress. 

A new bill containing the general provisions of S. 3147 was intro- 
duced in the Eighty-second Congress (S. 1146). This new bill pro- 
posed the creation of a temporary bipartisan National Commission 
on Intergovernmental Relations to terminate March 31, 1953, with 
directives to study and to submit a comprehensive report on the 
allocation of functions between Federal, State, and local governments, 
and on their fiseal relations, including tax immunities, revenue sources, 
grants-in-aid, and tax sharing. The bill required the Commission to 
submit with its final report suggested legislative and administrative 
proposals necessary to carry out its recommendations at each level of 
government. On the basis of the comprehensive report required from 
the Commission, the Congress could then determine whether or not it 
should be continued permanently or for another stated period. The 
bill was reported unanimously to the Senate, with minor amendments 

(S. Rept. 544, 82d Cong.), and passed the Senate on July 23,1951. As 
in the case of the proposal to create a Commission on Overseas Ad- 
ministration, discussed elsewhere in this report, Senator Ellender, of 
Louisiana, requested that the bill be recalled from the House of 
Representatives. On July 25, the House Committee on Expenditures 
in the Executive Departments, to which it had already been referred, 
was discharged from consideration of S. 1146, and it was returned 
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to the Senate and placed on the Senate Calendar under ‘‘Motions for 
Reconsideration,’’ where no further action was taken. 

The Hoover Commission recommended that plans and programs 
for grants-in-aid be clarified and systematized. The Bureau of the 
Budget reports that it has been conducting, at the request of the 
Governors’ Conference, a study with a view toward the formulation 
of standards and guides with respect to the objectives and uses of the 
grants-in-aid device. In line with one of the objectives of this study, 
the Bureau drafted a bill for the consideration of the Congress, 
providing for improved policies and procedures with respect to pay- 
ments to State and local governments of annual sums in lieu of taxes 
on real property and tangible personal property owned and located in 
the States but which has been taken off the local tax rolls. This pro- 
posed legislation, S. 2268, was introduced by Senator Humphrey and 
referred to this committee for consideration and action. At the re- 
quest of the chairman, the various Federal agencies affected by the 
proposed program have suggested amendments to meet specific 
problems relating to the activities of these agencies as to which there 
is disagreement. ‘These amendments were so complicated and in- 
volved that the committee determined that time did not permit of 
revision of a bill during the closing days of the Eighty-second Congress, 
and, therefore, no action was taken before adjournment. The com- 
mittee believes that, prior to legislative action on S. 2268, it would be 
desirable to have this phase of the Federal-State relations thoroughly 
studied and reported on by the proposed National Commission on 
Intergovernmental Relations, along with other related Federal-State 
programs, so that specific recommendations on this aspect of the 
over-all problem might be included in the Commission’s report to the 
Congress. 

Although Congress has not taken final action to create a Commis- 
sion on Intergovernmental Relations the Federal Security Agency, 
which has general supervision over a large portion of Federal grants 
to States at the present time, reports that pending such action by 
Congress it has made extensive studies of some of the problems 
pointed up in the Hoover Commission report on Federal-State 
relations. While it has not attempted to deal with the over-all type 
of problem mentioned in recommendations 1 and 2, relating to the 
allocation of functions of government among Federal, State, and 
local authorities, and the adjustment of tax systems to such alloca- 
tion of functions, the Agency reports that it has made considerable 
progress in all programs under the Agency’s supervision in those 
areas covered by recommendations 3 and 4 which relate more par- 
ticularly to the administration of grants in aid. Recommendation 3 
is that all Federal grants to States be budgeted and administered at 
Federal and State levels as are other Federal and State funds. The 
Federal Security Agency maintains that it and its constituents have 
consistently urged State officials to establish effective controls of 
grant funds and have held that with rare exceptions the grants re- 
ceived from the Federal Government are subject to the same State 
laws and regulations as are State funds. States are acting increas- 
ingly to establish such controls. In connection with recommenda- 
tion 4, that State grant-in-aid plans and programs be clarified and 
systematized, the Federal Sec urity Agency has, several years ago, 
established within? sthe Agency an Office of Federal-State Relations 

27932—53—7. 
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which is responsible for the coordination of policies, methods, and 
procedures concerning all Federal-State relations, and for developing 
insofar as possible uniform standards and procedures in all of the 
grant-in-aid programs under the Agency’s supervision. This has 
resulted, according to the Agency report, in marked clarification and 
simplification and in much greater uniformity in Federal require- 
ments in connection with State plans in the grant-in-aid programs. 


Report No. 18, Parr 3—FreperaLt RESEARCH 


This report contained two specific recommendations: (1) That 
authority be granted to the President to coordinate research and 
strengthen interdepartmental committees for this purpose, and (2) 
that a Federal Science Foundation be established. 

The first of these recommendations was implemented as to intent 
and purport through the enactment of Public Law 776, Eighty-first 
Congress, establishing in the Department of Commerce a clearing- 
house for the collection, dissemination, and exchange of technological, 
scientific, and engineering information useful to business and industry, 
and for the transmission of information of military value to the De- 
partment of Defense. The purpose and intent of this act was initiated 
originally through a bill (S. 1248) introduced by Senator Fulbright in 
the Seventy-ninth Congress, on which extensive hearings were held 
before the Senate Committee on Commerce. A somewhat revised bill 
was reintroduced in the Eightieth Congress (S. 493) and referred to 
this committee. This bill, which proposed the establishment of an 
Office of Technical Services in the Department of Commerce, was 
reported favorably (S. Rept. 395, 80th Cong.), but failed of approval 
in the Senate. Railsns action of the Congress relating to this recom- 
mendation was the approval of Public Law 672, Eighty-first Congress, 
expanding research facilities in the NACA in order to equip and 
operate research stations to promote national-defense programs. This 
was in conformity with the Hoover Commission’s recommendation 
that the President be empowered to coordinate research and to 
strengthen interdepartmental committee organization for that purpose. 

The second of the recommendations in this report was fully activated 
by the passage of the National Science Foundation Act of 1949 (Public 
Law 507, 8tst Cong.) establishing the National Science Foundation 
as an independent agency. ‘The purpose of the foundation was set 
forth in the act, which provided for the development and encourage- 
ment of a national policy for research and for scientific education. 
This act consummated a legislative program initiated by the Senate 
in the Seventy-ninth Congress prior to the establishment of the 
Hoover Commission (S. 1850, S. Rept. 1136, 79th Cong.). Both 
the Senate Committees on Commerce and Military Affairs held 
extensive hearings and conducted comprehensive studies of this entire 
problem, the results of which were in close accord with the recom- 
mendations incorporated in the Hoover Commission’s report. 

As will be seen from the above, this report merely contained con- 
firmation of previous Senate actions initiated to conform to the 
general purposes set forth in the report. Public Laws 507 and 776, 
as finally approved by the Congress, deviated from its original concept 
of the program, and jn certain respects from the recommendations of 
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the Hoover Commission, but the over-all objectives of both approaches 
to the problem were fully evaluated, and final determinations as to 
appropriate action necessary to meet the needs as outlined were 
incorporated in the acts above cited. 


CoNncLUDING REPORT 


In its concluding report, the Hoover Commission ‘‘attempts to sum 
up the common thinking of the Commission on the basic organization 
problems of the executive branch as they relate to efficiency, economy, 
and improved administrative management.”’ The report makes no 
attempt to digest the recommendations made in the 18 substantive 
reports to the Congress as hereinbefore outlined, but reviews each of 
these reports in broad terms as to the approach, the magnitude of the 
problem, the major reorganizations proposed, and areas of government 
management which, in the opinion of the Commission, require further 
study. 

In this report the Commission states: ‘As a matter of principle, the 
Commission has not been concerned with matters of substantive 
policy.”’ It then acknowledged, however, that “in practice it has 


often been extremely difficult to separate policy from administration, 
although a conscientious effort bas been made to do so.’ 

The “Commission, apparently realizing that certain agencies had 
been completely overlooked by the task forces in their studies, included 
four recommendations in its concluding report, as follows: 

(1) That the Displaced Persons Commission and the War Claims 
Commission report directly to the Secretary of State. 


(2) That the Indian Claims Commission be attached to the pro- 
posed Indian Affairs Service to be established in the new Department 
of Social Security and Education as an appeal board with independent 
powers of review on Indian claims. 

(3) That all interagency committees be assigned permanently to 

regular departments and agencies of the executive branch for better 
reporting, housekeeping, and coordination. 

(4) That the Motor Carrier Claims Commission be abolished and 
its functions absorbed by the Court of Claims. 

It has been repeatedly reiterated throughout the analysis of the 
various Hoover Commission reports that there is clear evidence the 
Hoover Commission itself had at least some doubt as to how these con- 
solidations could best be made. The recommendations in this report 
are indicative of its indecisions, and apparently most of the above~- 
cited recommended actions were included as catch-alls. On analysis, 
it becomes evident that the Commission gave no consideration to the 
facts governing the creation of the Displaced Persons Commission 
and the War Claims Commission as independent agencies. At the 
time these Commissions were established, the Congress gave careful 
consideration to the advisability of setting them up within existing: 
agencies, and decided against such action for various reasons. The 
basic statutes governing their operations specifically required that 
they were to perform certain temporary functions, and that they were 
to exist for only limited periods. Their functions bear no direct re- 
lation to the operations of the Department of State. 

The Displaced Persons Commission was established by Public Law 
No. 774, Eightieth Congress, approved June 25, 1948. In accordance 
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with the purpose and intent of the act, the Displaced Persons Com- 
mission completed its work program on June 30, 1952, and on August 
9 the President issued Executive Order No. 10382, transferring the 
functions and activities of the Commission to the Department of 
State for liquidation. 

The War Claims Commission was created as an independent agency 
by the act approved March 3, 1948, for the purpose of receiving, 
adjusting, and providing for the payment of certain claims arising 
out of World War II and to make inquiry into war claims arising 
out of World War II and not compensated under the act. This 
Commission consists of three members appointed by the President 
with the advice and consent of the Senate. The term of office of 
the Commissioners expires at the termination of the affairs of the 
Commission, which by statute provides that in no event shall be later 
than March 31, 1955. 

The recommendation that the Indian Claims Commission be at- 
tached to a proposed Indian Affairs Service to be established in a pro- 
posed Department of Social Security and Education is a similar case 
in point. The Indian Claims Commission was created by the act of 
August 13, 1946, to hear and determine claims against the United 
States on behalf of any Indian tribe, band, or other identifiable group 
of American Indians residing within the territorial limits of the United 
States or Alaska. The Commission consists of three members, all of 
whom are appointed by the President, by and with the advice and 
consent of the Senate. The statute provides that the Commission 
shall have only a temporary status receiving claims for a period of 5 
years after the date of approval of the act, and shall expire within 
5 years after the end of the initial period prescribed for filing claims. 

Another recommendation of this type contained in the concluding 
report was “that the Motor Carrier Claims Commission be abolished 
and its functions absorbed by the Court of Claims.” The Motor 
Carrier Claims Commission was created by the act approved July 2, 
1948, to hear and determine existing claims against the United States 
of certain motor carriers. ‘The Commission consists of three members 
appointed by the President, by and with the advice and consent of 
the Senate. The act as amended provides that the Commission 
shall terminate on June 30, 1953, after carrying out the limited func- 
tions for which it was specifically created, and any such functions not 
performed by the Commission as prese ribed by the Congress would 
automatically go before the Court of Claims, as provided by general 
law. 

The Commission pointed out that certain limitations at times made 
it impossible for it to inspect all of the activities of the Government, 
and stated that some of the small agencies were either not considered 
at all or were considered only from the standpoint of how they might 
be related to the executive structure as a whole. To fill in these 
discrepancies, the Commission recommended certain specific studies 
to supplement its reports. The most important of these included 
the creation of a Commission on Overseas Administration and 
Commission To Study Intergovernmental Relations. It also sug- 
gested that the Congress conduct surve ys of the relations of (a) labor 
mediation and conciliation and the functions of the National Labor 
Relations Board; (b) a system of national mortgage-discount banks 
to provide real-estate mortgage-discount fac silities for all private lend- 
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ing agencies in the real-property field; (c) old-age and survivors- 
insurance programs; (d) Federal contributory retirement systems to 
determine whether they should be merged; (e) erm a Govern- 
ment system of contributory fidelity insurance; (f) the appropriation 
structure to correct diversity of appropriations; ms be cessary desirable 
changes in the United States banking and monetary system; (A) 
industrial-hygiene functions to work out a logical division between 
health and labor agencies; and (7) the needs of the medical schools. 
The Commission also recommended that the Secretary of Agriculture 
institute a comprehensive management survey of the Department of 
Agriculture. 

Comments relative to actions heretofore taken by the Congress in 
these areas are contained in the respective reports. In some instances, 
such as the studies relating to unification of the retirement systems 
and industrial-hygiene function, action has already been completed. 
The survey of the appropriation structure to correct the diversity of 
appropriations has been acted on by the Senate, but failed of approval 
in the House, as set forth in detail in the report on budgeting and 
accounting. ‘The Senate Committee on Government Operations has 
approved bills providing for the creation of Commissions on Overseas 
Administration and Intergovernmental Relations, neither of which was 
finally passed by the Senate or the House. The Secretary of Agri- 
culture has drawn up organization memorandums in implementation 
of the studies made of the Department’s operations, recommended 
by the Commission, as outlined in the report on the Department of 
Agriculture and the President authorized a private management sur- 
vey of the Veterans’ Administration to make further careful studies 
of the problems outlined in the Hoover Commission report on veterans’ 
affairs. 

In addition, the Attorney General entered into a contract for a 
management survey of some of the divisions of the Department of 
Justice. The Hoover Commission made no special report on the 
Department of Justice, but did include several recommendations 
which had general application to the Department. For instance, Sager 
President submitted to the C ongress Reorganization Plan No. 2 of 
1950, providing for reorganizations in the Department of Justice in 
conformity with the recommendations contained in the Hoover Com- 
mission report on general management. This plan was reported 
favorably by this committee (S. Rept. 1683) and became effective 
on May 24, 1950. 

The President also submitted Reorganization Plan No. 4 of 1952, 
which would have removed control of the appointment of United 
States marshals from the President with Senate confirmation to the 
Attorney General under the classified civil service, and would have 
abolished 94 offices of United States marshal, reestablished 94 new 
offices covering the same judicial districts, and transferred to the 
Attorney Gene ral functions vested in the United States marshals by 
statutes since the effective date of Reorganization Plan No. 2 of 1950. 
This committee reported a resolution of disapproval of the plan 
(S. Res. 330, S. Rept. 1749, 82d Cong.) with recommendations that 
the Senate reject the plan on the same premise as set forth under 
Report No. 4 on the Post Office Department, and Report No. 11 on 
the Treasury Department, relating to Reorganization Plans Nos, 2 
and 3 of 1952. The plan was rejected by the Senate on June 18, 1952. 
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ApPpENDIX A 


Report FRoM THE DIRECTOR OF THE BUREAU OF THE BUDGET AS TO SAVINGS 
RESULTING FROM IMPLEMENTATION OF HOOVER COMMISSION REPORTS, AND 
or EstiMATES OF SuCH SAVINGS BY OFFICIALS OF THE CITIZENS COMMITTEE 
FOR THE HooveER REPORT AND OTHERS ARRANGED CHRONOLOGICALLY 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., June 16, 1952. 
Hon. JoHN McCLeE.uan, 
Chairman, Committee on Government Operations, United States Senate, 
Washington, D. C. 


My Dear Mr. Cuarrman: This is in reply to your letter of January 17, 1952, in 
which you request that the committee be provided with the following ‘specific data 
regarding savings effected or obtainable through the implementation of recom- 
mendations of the Hoover Commission: 

“1. An estimate of savings in expenditures by the Federal Government under 
reorganization plans which have become effective since the approval of the 
Reorgs unization Act of 1949. 

Which of these reorganization plans have been fully activated by adminis- 
ues action and those on which final administrative action still remains to be 
taken. 

“3. Estimated savings accomplished under other reorganization legislation 
ae by the* Congress based on Hoover Commission recommendations. 

A detailed estimate relative to the estimated savings that would follow the 
sane nt of the remaining recommendations of the Hoover Commission. 

Last July I received a somewhat similar request from the Senator from Dela- 
ware, the Honorable John J. Williams. In my reply to him I included a statement 
which I had presented to the Senate Finance Committee in answer to questions 
raised in hearings held on June 29, 1951. This statement explained in some detail 
why it is not usually possible either in prospect or in retrospect to estimate 
precisely the savings realized through reorganizations. 

At the outset it should be kept in mind, as you have noted in your remarks before 
the Senate, that the Commission on Organization of the Executive Branch of the 
Government deliberately refrained from estimating economies in terms of reduced 
expenditures. A few of the ‘“Task Force” reports did contain dollar estimates of 
savings, but those were usually not supported in detail. Most of the claims of 
large savings for particular reorganizations have appeared in the speeches and 
writings of certain former members of the Commission and in the materials and 
statements of organizations advocating the adoption of the various reeommenda- 
tions or reports. Many of these estimates lack supporting evidence. 

Because the Reorganization Act of 1949 requires that the President specify the 
reduction of expenditures which will be brought about by the taking effect of a re- 
organization plan, messages transmitting plans to Congress contain estimates of 
what the President believes can be achieved in the way of savings. Although the 
President has often forecast long-range economies, he has in but one case predicted 
the precise dollar savings expected to follow the approval of a plan. The excep- 
tion was Plan No. 3 of 1952, for which the President estimated that, within a few 
years, annual savings of about $300,000 would be realized from reforms in the 
customs service made pursuant to that plan. There is little reason to expect that 
what could not be done for most all of the 41 reorganization plans submitted to 
date could be done for any substantial proportion of the plans which he may sub- 
mit in the future. I have, therefore, no choice but to advise you, with regard to 
the fourth item in your request, that it is impossible to furnish the committee with 
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‘a detailed estimate relative to the estimated savings that would follow the en- 
actment of the remaining recommendations of the Hoover Commission.”’ 

The second item on which you request information concerns the extent to which 
approved reorganization plans have been activated. Final administrative action 
has been taken upon most of the plans. There are a few plans, such as Nos. 8, 9, 
10, and 13 of 1950—which established strong chairman positions for various regu- 
latory commissions—that will require administrative actions for an indefinite 
period of time. In addition, there are, of course, instances where agency heads 
have not had occasion or found it necessary to use certain authorities extended to 
them by reorganization plans. The Secretary of Labor, for example, has not 
found it necessary to fill the position of Administrative Assistant Secretary pro- 
vided under Reorganization Plan No. 6 of 1950. 

The first and third types of information requested in your letter deal with specific 
data relating to the reduction in expenditures which has been accomplished 
through the reorganization plans and statutes which have been approved either 
pursuant to the Reorganization Act of 1949 or for the purpose of effectuating 
recommendations of the Commission on Organization of the Executive Branch 
of the Government. 

A number of reorganization plans and acts of Congress have led to sufficiently 
evident and tangible economies to permit their use as illustrations. I am setting 
forth a few of these examples in the following paragraphs. 

Reorganization Plan No. 22 of 1950 transferred the Federal National Mortgage 
Association from the Reconstruction Finance Corporation to the Housing and 
Home Finance Agency. This transfer had the immediate positive result of 
assuring close coordination between the secondary market operations of the 
Association and national housing policies. In addition, an active program of 
consolidation of field offices and related streamlining reduced the annual adminis- 
trative expenses of the Association by about a million dollars during the fiscal 
year 1951, at a time when the portfolio of Government-held mortgages was in- 
creasing. 

Public Law 152, approved July 1, 1949, and Reorganization Plans Nos. 18 and 
20 of 1950 created the General Services Administration and pulled together in 
this one agency numerous central service functions previously scattered through- 
out the executive branch. Although it will require many years to realize the full 
benefits of such a complex and large-scale reorganization, specific examples of 
savings already achieved can be cited. These savings are discussed in greater 
detail in the annual report of the General Services Administration for fiscal year 
1951. During the 1951 fiscal year supplies were furnished to Federal agencies at 
a total cost nearly $26,000,000 less than the probable cost had the same supplies 
been purchased by the using agencies individually. During the same fiscal year 
over 520,000 square feet of space and 8,000 filing cabinets were released through 
the transfer of inactive records to the new Federal records centers; the annual 
savings for these records management operations are estimated at $1,400,000. 
Tightening up on space utilization by the Federal agencies resulted in savings of 
annual rentals in excess of $3,700,000. The traffic management program led to 
various agreements with carriers which saved the Government $2,240,000 during 
fiscal year 1951. Changes in the methods of publication of slip laws and other 
documents led to savings estimated at $133,000 over the same period. 

Detailed estimates of the savings realized through activation of the Hoover 
Commission recommendations are extremely difficult to prepare for a number of 
reasons, the most important of which are the following: 

(1) Many of the recommendations of the Hoover Commission were aimed at 
improving the effectiveness of executive supervision of Federal agencies: The 
purpose of many recommendations of the Hoover Commission was to provide an 
opportunity for efficient, responsible administration by providing clear lines of 
authority and responsibility from the President, through the heads of the depart- 
ments and agencies, down to the most subordinate units of the executive branch. 
It was the view of the Commission and the theme of many of the messages trans- 
mitting reorganization plans that once the head of an agency is given the authority 
and staff required to coordinate the bureaus and programs for which he is respon- 
sible his capacity to eliminate poor management within his organization is 
increased. Reorganizations of this type provide an opportunity for more econom- 
ical administration. What is actually accomplished will depend upon how aggres- 
sively the responsible officials take advantage of the opportunity. Even for 
known improvements, it is often difficult to determine whether or not they took 
place because of reorganization action or simply as a part of the normal process of 
executive supervision. 
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(2) A substantial number of the recommendations of the Hoover Commission 
were designed to facilitate the coordination of Federal programs by bringing 
together those related to a common major purpose in a single department or 
agency: Very frequently little duplication existed prior to organization action, 
and therefore no immediate savings in terms of reduced program costs resulted. 
Yet the improved grouping of related activities increases the likelihood that the 
various programs of the Government will be carried out in a consistent and 
coordinated manner. For example, the Hoover Commission recommended that 
the major nonregulatory transportation activities of the Federal Government be 
grouped in the Department of Commerce. Reorganization plans have since 
transferred the functions of the Maritime Commission and the Bureau of Public 
Roads to the Department of Commerce and have created the post of Under 
Secretary of Commerce for Transportation. The major benefit to be derived 
from these reorganizations is not immediate savings but rather the more effective 
development of a national transportation system designed to meet the needs of 
commerce, industry, agriculture, the general public, and the national defense. 

(3) The changing nature of Federal programs and agencies makes difficult the 
identification of specific savings resulting from reorganization actions: Since the 
activities of the Federal Government are designed to meet the needs of the 
people, changes in economic conditions, international developments, significant 
population growth, and other factors frequently compel adjustments in Federal 
programs. It is thus possible to consolidate functions to produce more economical 
administration; yet, because the programs involved may increase in tempo, 
the next year’s appropriations may be larger than those required to carry out the 
activity under less efficient arrangements. For example, one of the major 
reorganizations from which savings have been anticipated is the replacement of 
the National Military Establishment by a more effectively unified Department 
of Defense. Since that reorganization took effect there have been important 
reforms relating to sea transportation, air transportation, procurement activities, 
and personnel utilization. However, whatever savings may have resulted from 
these aetions have been obscured by an increase in expenditures for the military 
program from $11,900,000,000 in the 1950 fiscal year to an estimated $39,000,- 
000,000 for 1952. 

(4) The measuring of the effectiveness of reorganization plans and legislation in 
terms of reduced expenditures is complicated by the fact that the chief effect 
of some reorganizations is improved service to the public: The cost of a program 
involved in a reorganization may remain constant and there may be little or no 
reduction in administrative expenses, but the improvements in the quality of the 
service rendered may still fully justify reorganization. The transfer of functions 
relating to the maintenance and operation of schools affected by Federal activities 
from the General Services Administration to the Federal Security Agency probably 
saved little in the cost of administration (and any savings which might have re- 
sulted have been completely obscured by subsequent enlargement in the scope 
of the program). Yet this transfer added to the convenience with which State 
and local school officials can deal with the Federal Government by concentrating 
Federal responsibility in a single agency. The improved lines of supervision 
established by various plans may also result in better service to the public with- 
out leading to tangible savings. 

(5) A number of the recommendations of the Hoover Commission proposed 
additional studies or investigations, in areas such as Federal-State-local relations 
and overseas administration: Obviously no savings could result immediately 
from the authorization of such studies, for they must be completed and findings 
must be implemented before it becomes possible to estimate the benefits. 

Because of the factors mentioned above it is impossible to estimate the savings 
accomplished from many of the reorganization plans and statutes which have 
been approved. In other instances it would be feasible to come up with reason- 
ably firm estimates if the agencies involved were to undertake exter sive studies 
of the effects of the reorganizations. Such studies would in some instances call 
for the expenditure of so many man-hours as to offset the benefits attributable 
to reorganizations. 

Many of the identifiable savings in the administration of Federal programs 
achieved during the last 2 vears stem from the President’s efforts to promote 
improved management in all the departments and agencies. Executive Order 
19072, issued July 29, 1949, requires that each agency head systematically review 
the effectiveness of his agency’s programs and the economy of its operations. 
Annual reports of management improvement activity are submitted to the 
Bureau of the Budget. Many economies have been reported. Some of these 
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may have been facilitated by the various reorganization plans strengthening the 
authority of the heads of certain agencies and the chairmen of several regulatory 
commissions. The improvements realized to date, examples of which are cited 
in the following paragraphs, are more cften the result of efforts over a Jong period. 

The Treasury Department bas reported numerous examples of management 
improvement actions leading to tangible savings, including the following: 

(a) During 1950 the Fisea! Service, working through the Fiseal Services Man- 
agement Committee, effected management savings totaling more than $6,000,000, 
including some economies resulting from improvements initiated during the 
period 1947 to 1949. 

(b) The Bureau of Public Debt reduced the number of regional offices from 
five to three with a resulting annual savings of $250,000 in 1950. 

(c) A depository receipt procedure was developed by the Bureau of Internal 
Revenue in cooneration with the Fiscal Services to cover employment taxes as 
well as income taxes. During the first half of 1950. when the rew procedure was 
first put in operation, savings from the elimination of compensation to com- 
mercial banks amounted to $500,000. 

(d) The modernization of the intaglio presses in the Bureau of Engraving and 
Printing in 1950 led to savings estimated at over $1,000,000 a vear. 

(e) The Bureau of Engraving and Printing also reported that improvements in 
the printing of currency installed during fiscal vear 1951 would lead to the aboli- 
tion of 300 positions and an annual savings of $963,000. 

The Housing and Home Finance Agency reported numerous improvements 
during the 1951 fiscal year, many of which resulted in individually small but 
cumulatively significant savings. Changes in FHA title I claims payment and 
recovery procedures produced annual personnel and materials savings estimated 
at $61,000. Improvements in the procedures used in the termination of insured 
mortgages brought about an estimated annual saving of $60,000. HHFA 
records disposal activities saved another $50,000 during the year. 

Many actions to improve the organization and efficiency of the military services 
have been taken by the Department of Defense. Numerous consolidations have 
been made and a number of joint activities for the three services have been estab- 
lished since enactment of the National Security Act. Examples of consolidations 
and joint operations now in effect include the Military Air Transport Service, the 
Military Sea Transport Service, the Military Traffic Service, the Armed Forces 
Technical Information Agency, the National War College, the Industrial College 
of the Armed Forces, the Armed Forces Special Weapons Project, the Armed 
Forces Institute of Pathology, the Aeronautical Standards Group, the Armed 
Services Medical Regulating Office, the Electronics Production Resources Agency, 
the Physical Security Equipment Agency, the Armed Services Petroleum Pur- 
chasing Agency, the Armed Services Medical Procurement Agency, and other 
single purchasing and service arrangements. These actions have enabled con- 
siderable progress in providing common procedures and in reducing duplications 
of effort, and they have enabled such specific dollar economies as those resulting 
from the consolidation of printing facilities, the curtailment of certain printing, 
and the installation of working capital funds in printing plants, which in the fiscal 
year 1950 saved over $2,000,000. 

Also illustrative of actions being taken by the Department of Defense is the 
development of a plan, for operation by the military departments, providing for 
preferential bulk insurance rates on a uniform basis for workman’s compensation 
and public liability on defense contracts; this plan is similar to one developed 
during World War II which enabled a saving of $193,000,000 from standard 
insurance rates. A saving in funds and personnel is to be realized from the 
consolidation of the examination and classification activities of the 192 main 
recruiting stations of the services into a total of 71 Armed Forces examining 
stations. Large savings are also being made from the establishment by the Army 
Ordnance Corps of the largest rebuild program in history, which has rebuilt for 
about $161,000,000 equipment which today would cost $600,000,000; typical 
quantities rebuilt are over 10,000 combat vehicles, over 22,000 artillery pieces, 
and over a million and a half small arms. 

The Veterans’ Administration, by arranging for a consolidation of insurance and 
death claims offices in Philadelphia, at an initial one-time cost of about $1,800,000, 
will henceforth realize annual savings estimated at $2,700,000. Similar insurance 
office consolidations at Fort Snelling and Denver will permit a reduction in annual 
operating costs of about $2,500,000; the Fort Snelling and Denver moves will, 
however, necessitate a one-time cost of about $2,400,000. 
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The introduction of a new money order punch card to replace that previously 
used in post office auditing procedures has resulted in a saving of over 300,000,000 
forms and other gains. Ithough this new money order system has not been in 
operation long enough to permit an accurate estimate of ultimate savings, it has 
already led to the elimination of 700 positions. The annual savings from the 
personnel reductions alone will exceed $2,500,000. 

In December 1947 the Bureau of the Budget, the Treasury Department, and 
the General Accounting Office undertook a joint program to improve accounting 
in the Federal Government. A large number of significant accomplishments has 
been reported under this program, some of which were facilitated by the Budget 
and Accounting Procedures Act of 1950. Illustrations of improvements which 
have produced specific recurrent savings include: (a) The elimination in the 
General Accounting Office of certain operations which were common to the 
General Accounting Office and the Treasury Department, with a resultant saving 
of nearly $1,000,000; (b) the revision of accounting procedures for public debt 
coupon interest and related operating procedures in the —— Department, 
with a saving of at least $150,000; and (c) the adoption in the Department of 
Defense of a simplified method of scheduling disbursements and collections on 
electrical accounting machines and the revision of related procedures, which are 
expected to result in the elimination of more than 100 clerical positions in regional 
accounting offices of the Department of the Navy, with comparable savings 
possible in the field disbursing activities of the Departments of the Army and the 
Air Force. 

While the above examples of savings from reorganization legislation and plans 
and from management improvement activities of the departments and agencies 
fall short of your request for the reasons which I have already inaicated, it is my 
hope that the examples cited above will make clear that Government reorganiza- 
tion efforts frequently result in reduced costs of operations, including identifiable 
dollar savings in some cases. While this is the best we can do by way of identifying 
tangible savings without investing considerably more staff time and money, we 
are confident that, as a result of both the Hoover Commission studies and the 
President’s management improvement program, there are many additional 
savings not listed herein. 

Even if examples of reduced expenditures were totally lacking, it would not, 
however, mean that the reorganization legislation passed by Congress and the 
plans submitted by the President have failed to serve useful purposes. Much of 
what has been done in the last 2 years has been in the direction of improving the 
lines of responsibility and accountability within the executive branch. Improve- 
ments of this type and many of the regroupings of functions which have taken 
place will add to the capacity of the Government of the United States to carry 
out its immense responsibilities at home and overseas. The provision of executive 
machinery organized to do well whatever it is called upon to do is the most 
important objective of the reorganization program. The dollars saved in par- 
ticular instances are among the beneficial results of improved organization, but 
they are by no means the sole criterion by which the accomplishments since the 
passage of the Reorganization Act of 1949 and the publication of the reports of 
the Commission on Organization should be judged. 

Sincerely yours, 


F. J. Lawton, Dérector. 
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ACTIVITIES OF THE SENATE COMMITTEE ON GOYV- 
ERNMENT OPERATIONS IN THE EIGHTY-SECOND 
CONGRESS 


JANUARY 9 (legislative day, JANUARY 7), 1953.—Ordered to be printed 


Mr. McCie.itan, from the Committee on Government Operations, 
submitted the following 


REPORT 


The following report briefly summarizes the activities of the Com- 
mittee on Government Operations during the Eighty-second Congress, 
and includes a separate report of its Permanent Subcommittee on In- 
vestigations. These activities continued the broad scope of operations 
established during both the Eightieth and Eighty-first Congresses by 
the Legislative Reorganization Act of 1946. (See S. Doc. No. 4, 81st 
Cong., and 8. Rept. No. 1, 82d Cong.) 


SUMMARY OF COMMITTEE HEARINGS AND REPORTS 


During the Eighty-second Congress, a total of 86 bills and resolu- 
tions was referred to the committee for consideration. The full 
committee conducted hearings on 11 proposals, which ranged in length 
from 1 to 9 days and which in the aggregate required 31 daily sessions. 
The full committee also held hearings on two other subjects, on which 
no specific legislative proposals had been filed—the first extending over 
l4 days and dealing with developments with respect to the organiza- 
tion and operation of Congress under the Legislative Reorganization 
Act of 1946, and the second, extending over 2 days, dealt with pro- 
posed Reorganization Plan No. 5 of 1952 to reorganize the govern- 
ment of the District of Columbia. The Permanent Subcommittee on 
Investigations also conducted a total of 60 days of open or executive 
hearings, and the Subcommittee on Reorganization a total of eight 
such daily meetings. 

In addition, there occurred numerous executive sessions, at which 
members considered and acted on committee business. Reflecting such 
executive sessions, the committee submitted 35 written reports, and 
authorized the submission of two verbal reports recommending re- 
referral of 2 bills to other committees. The 35 written reports related 
to 29 bills, to 5 resolutions to disapprove reorganization plans, and to 
Reorganization Plan No. 5 which was submitted by the President and 
went into effect without a disapproving resolution being filed. On the 
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latter score, the committee’s policy has been to report on all reorganiza. 
tion plans, whether or not resolutions of disapproval are filed. Only 
in this way can the Senate be kept fully informed regarding the 
purpose and effect of every plan. With reference to the 35 regular 
written reports, particularly those dealing with resolutions proposing 
disapproval of reorganization plans, the staff in many instance 
drafted majority and minority views for the information of the 
Senate. 
_ In addition to the foregoing regular reports and in conformity with 
its statutory responsibilities, the committee submitted 19 special re. 
ports, each of which averaged close to 100 printed pages. Two of these 
special reports, which dealt directly with the Hoover Commission 
reports, were prepared by the staff for the information of Members 
of the Senate, as follows: 

Senate Document No. 91, Eighty-second Congress, second session. Reorgay 
tion of the Federal Government (January 21, 1952, 17 pages). 


Senate Committee print, Kighty-second Congress, second session. Senate A, tion 
on Hoover Commission Reports (October 15, 1952, 96 pages). 


Of the other 17 special reports filed by the committee, 6 were pre. 
pared by the Senate Permanent Subcommittee on Investigations as 
indicated under the activities of that subcommittee, and 2 were annual 
reports in a continuing series of charts and reports on the organization 
of Federal executive departments and agencies. The remaining nine 
special committee reports were as follows: 

1, Senate Report No. 1, Eighty-second Congress, first session. Activities of the 
Senate Committee on Expenditures in the Executive Departments, Hight; 
first Congress (January 15, 1951, 71 pp.). 

. Senate Report No. 90, Eighty-second Congress, first session. United States 
Relations With International Organizations. V.—Internal Operations of the 
United Nations and Certain International Organizations in Which the United 
States Participates (February 12, 1951, 114 pp.). Subcommittee on Rela- 
tions with International Organizations. 

3. Senate Report No. 94, Eighty-second Congress, first session. Intergovern- 
mental Relationships Between the United States and the States and Munici- 
palities, 1. A Review of the Federal Grant-in-Aid Program for the Fiseal 
Year 1950 (February 15, 1951, 57 pp.). Subcommittee To Study Intergov- 
ernmental Relations. 

. Senate Committee Report No. 12, Eighty-second Congress, first session. Clos- 
ing of Veterans’ Administration Field Contact Offices (February 28, 1951, 
18 pp.). 

5. Senate Document No. 11, Eighty-second Congress, first session. Amendments 
to the Legislative Reorganization Act, 1947-51 (March 6, 1951, 17 pp.). 
Subcommittee on Reorganization. 

. Senate Committee print, Eighty-second Congress, first session. Toward a More 
Responsible Two-Party System. A Report of the Committee on Political 
Parties, American Political Science Association, September 1950 (reprint) 
(March 6, 1951, 99 pp.). Subcommittee on Reorganization. se 

. Senate Report No. 317, Eighty-second Congress, first session. Federal Wild- 
life Conservation Activities, 1950 (May 9, 1951, 232 pp.). Subcommittee To 
Investigate Wildlife Conservation. , 

. Senate Document No. 51, Highty-second Congress, first session. The Organize- 
tion of Congress. Some Problems of Committee Jurisdiction (July 10, 1951, 
46 pp.). , Federal 

. Senate Report No. 1457, Eighty-second Congress, second session. al 
Wildlife Conservation Activities, 1951 (April 16, 1952, 289 pp.). 
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BASIS OF COMMITTEE WORK 


Committee Jurisdiction 
In accordance with the Legislative Reorganization Act of 1946 
(Public Law 601, 79th Cong.), rule X XV of the Standing Rules of the 
Senate establishes the committee as a standing committee “with leave 
to report by bill or otherwise”, as follows : 
(1) Committee on Expenditures in the Executive Departments 
(title changed to Committee on Government Operations on March 
3, 1952 as indicated below) to consist of 13 Senators, to which 
committee shall be referred all proposed legislation, messages, 
petitions, memorials, and other matters relating to the following 
subjects: 

(A) Budget and accounting measures, other than appro- 
priations. 

(B) Reorganizations in the executive branch of the Gov- 
ernment. 

(2) Such committee shall have the duty of— 

(A) receiving and examining reports of the Comptroller 
General of the United States and of submitting such recom- 
mendations to the Senate as it deems necessary or desirable 

in connection with the subject matter of such reports; 

(B) studying the operation of Government activities at 
all levels with a view to determining its economy and effi- 
ciency } 

(C) evaluating the effects of laws enacted to reorganize 
the legislative and executive branches of the Government ; 

(D) studying intergovernmental relationships between 
the United States and States and municipalities, and be- 
tween the United States and international organizations of 
which the United States is a member. 

Section 206 of the act also requires the Comptroller General of the 
United States to submit expenditure analyses of agency activities to 
the Committees on Appropriations and Government Operations. 


Committee Organization and Change of Title 

During the second session of the Eightieth Congress, the Senate dis- 
continued the Special Committee To Investigate the National Defense 
Program which had originally been created during World War II 
under the chairmanship of Senator Truman, and transferred its func- 
tions and staff to the Senate Committee on Expenditures in the Execu- 
tive Departments. The latter committee thereupon established a Sub- 
committee on Senate Investigations, under which the functions of 
both the former special committee relative to defense, and its existing 
Subcommittee on Surplus Property Disposal were combined. 

The policy of various Senate committees, as well as of individual 
Members of the Senate, has since been to refer to the Subcommittee on 
Investigations complaints or reports of irregularities in the Executive 
Branch of the Government which may call for extensive investigations, 
and which often involve matters coming within the jurisdiction of 
more than one committee. This practice assures full utilization of the 
services of the trained staff of investigators and legal and specialized 
personnel which are retained by the subcommittee on a full-time and 
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continuing basis, and eliminates the need for the temporary and dupli. 
cating staffs formerly retained by other committees. 

In addition to the above Subcommittee on Investigations, the three 
following subcommittees were established by the committee during 
the Eightieth Congress to give special consideration and continuoys 
study to the functions indicated: (a) To study intergovernment,| 
relations; (b) to study relations with international organizations; and 
(c) to investigate wildlife conservation. 

In the Eighty-second Congress, the committee continued the Sub 
committee on Senate Investigations, the activities of which are 
scribed in the final chapter of this report. On January 16, 1952, its 
title was changed to “Senate Permanent Subcommittee on Investiga 
tions.” Instead of the three other subcommittees which were actiy 
in both the Eightieth and Eighty-first Congresses, it created a sing 


new Subcommittee on Reorganization. The staff functions of t 
Subcommittee on Reorganization as well as services previously pe 
formed by the discontinued subcommittees have been handled by the 
professional staff of the full committee, and there have been no din 
personnel assignments as on former subcommittees. 

Resolutions to provide funds for the two subcommittees were fa- 
vorably reported during 1951 and 1952 by the Senate Committee o 
Rules and Administration, and approved by the Senate, as follows: 

1. For the Senate Permanent Subcommittee on Investigations 
during the year ending January 31, 1952, $115,000 (S. Res. 51, an 
S. Res. 156), and during the next year, $89,000, plus the w 
expended balance of $11,000 from the prior year (S. Res. 251 

2. For the Subcommittee on Reorganization during the year 
ending January 31, 1952, $19,000 (S. Res. 54), and during the 
next year, the unexpended balance of $11,168 from the prior yea: 
(S. Res. 252). 

On March 3, 1952, the Senate voted to change the title of the Co 
mittee on Expenditures in the Executive Departments, to the Cor 
mittee on Government Operations, in order to avoid confusion as to its 
functions and to clarify its major activity. This action was based 
on Senate Resolution 280, which was reported favorably by this cor 
mittee on February 19, 1952, and referred to the Committee on Rules 
and Administration. The latter committee reported the resolutio 
on March 8, 1952, and it was considered and agreed to in the Senate o1 
the same date. Inasmuch as this change affected only the Senat 
committee, House action was not necessary. The House of Repre 
sentatives did, however, approve a similar resolution (H. Res. 7» 
on July 4, 1952, which changed the title of its Committee on Ex 
penditures in the Executive Departments, to the Committee on Gover 
ment Operations, in accordance with an agreement between the two 
committees. 


REORGANIZATION OF THE LEGISLATIVE BRANCH OF 
THE GOVERNMENT 


Organization and Operation of Congress 


One of the responsibilities of the Committee on Government Op- 
erations, pursuant to section 102 (g) (2) (c) of the Legislative Re- 
organization Act of 1946, is to evaluate the effects of laws enacted to 
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reorganize the legislative branch of the Government. In the exercise 
of this responsibility the committee first held hearings during Feb- 
ruary 1948 on the operation of the Legislative Reorganization Act. 
By the summer of 1951 Congress had had more than 4 years of observa- 
tion and experience with the workings of the 1946 act, and in response 
to many suggestions relative to proposed changes, the committee 
avreed that it should again be reviewed in order to determine whether 
the act needed to be amended and strengthened. 

To assist in this task the committee obtained the temporary services 
of Dr. George B. Galloway, former staff director of the Joint Com- 
mittee on the Organization of Congress, from the Legislative Refer- 
ence Service of the Library of Congress, as a special staff consultant 
on a reimbursement basis. Dr. Galloway prepared an extended study 
of the operation of the Legislative Reorganization Act for distribu- 
tion to all members of the committee. A schedule of hearings was 
then arranged on major topics corresponding with the chief objectives 
of the 1946 act. (A list of these topics appears in the printed hearings 
at pp. 2-4.) Senators and Representatives who had sponsored amend- 
ments to the act, as well as members of the congressional staff and 
outside experts, were invited to testify on the operation and organiza- 
tion of Congress at hearings held by the committee from June 6 to 
June 27, 1951. 

All told, 60 witnesses appeared during the 14 days of committee 
hearings and testified on various subjects. Of these witnesses, 14 
were Senators, 15 were Members of the House of Representatives, 10 
were members of the congressional staff, 7 were political scientists, 
represented civic groups, 5 were officials of the General Accounting 
Office, and 2 were former Members of Congress. In addition to oral 
testimony, the committee received numerous statements, letters, 
ticles, and other written material which were printed in the hear- 
ings. Many constructive suggestions were made for improving the 
machinery and methods of the Congress. The recommendations 
which were received contained 184 proposals, though this involved 
onsiderable duplication. The printed hearings ran to 697 pages, and 
nelude a 7-page summary of recommendations and an 18-page subject 
index. 

Following the hearings, the committee held a series of executive 
sessions at which it reviewed the recommendations and gave its tenta- 
tive approval to 27 proposed amendments to the Legislative Re- 
organization Act. At the committee’s direction, the staff prepared 
nformative data and tentative drafts of legislation embodying these 
27 proposals. No final report was submitted to the Senate. 

The committee’s inquiry had three useful byproducts. The first of 
these byproducts was a summary by title of all the amendments to the 
legislative Reorganization Act of 1946 which have been adopted by 
law or resolution. This summary was printed as Senate Document 
No. 11, Amendments to the Legislative Reorganization Act, 1947-51, 
Eighty-second Congress, first session. 

The second byproduct of the inquiry was a staff study of some 
problems of committee jurisdiction in selected subject-matter fields. 
rhis study was printed as Senate Document No. 51, Some Problems 
of Committee Jurisdiction, Eighty-second Congress, first session. 

Finally, the staff has made a systematic analysis of the numerous 
recommendations received for improvement in the operations of the 
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Congress relative to adequate staffing of the committees for closer 
surveillance of fiscal and other policies of the Congress, adjustment 
of retirement benefits of legislative employees, and the revision and 
strengthening of the Feder al Regulation of Lobbying Act, which was 
enacted in 1946 as title III of the Legislative Reorganization Act. This 
analysis is available for future studies of these problems and wil] 
permit of more expeditious action on the topics which are selected for 
consideration in the future by the committee and the Congress. 


Studies of operation of Congress 


Senate Concurrent Resolution 3, proposing a Joint Select Committe: 
on the Organization of Congress.—It provided for continuing studies 
and recommendations to improve the organization and operation of 
the Congress. The resolution was introduced on January 11, 1951, and 
was referred to the Committee on Government Operations. 

Senate Concurrent Resolution 3 proposed that a joint committee b 
set up consisting of seven members each from the two Committees o1 
Government Operations to make studies of the organization and oj 
tion of the Congress. These proposed studies included the operation 
of the Legislative Reorganization Act of 1946 but might go beyond its 
terms. 

This resolution was among the proposals considered during the 
hearings by this committee with reference to the functioning of Con- 
gress since passage of the Legislative Reorganization Act of 1946, 
which are discussed above in this chapter. 


era 


Fiscal-Control Proposals 


Joint Budget Committee 


S. 913, H. R. 7888, to amend the Legislative Reorganization Act 
of 1946 to provide for more effective evaluation of the fiscal require- 
ments of the executive branch of the Government of the Unit 
States.—S. 913 was introduced by Senator McClellan on February 
19, 1951, and referred to the Senate Committee on Expenditures in the 
{xecutive Departments. 

The primary objective of S. 913 was to equip Congress with 
something like the staff facilities which now prepare and defend th 
executive budget. It paralleled in the expenditure field the very sue- 
cessful work done in the revenue field by the Joint Committee o 
Internal Revenue Taxation which was established by statute mor 
than a quarter of a century ago. It constituted the latest stage in the 
long-time effort, particularly ‘during the last few years, to improve the 
fiscal controls of the Congress. 

S. 913, as reported in the Senate, proposed a Joint Committee 
on the Budget (composed of 10 members—5 each from House and 
Senate Appropri: ition Committees) to study annual agency budgets, 
to examine expenditure reports, and to investigate the det: uils of Fed- 
eral operations, all to the end that the Appropriations Committees 
may be provided with full information concerning each major item 
in the budget and the justifications therefor. The joint committee 
would have also been required to utilize all available information 
prepared by the Joint Committee on Internal Revenue Taxation an id 
other sources as to estimated revenues and changing economic condi- 
tions, in order that a well-considered fiscal program might be devised 
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to hold expenditures to a minimum in the light of anticipated Federal 
revenues and of essential requirements of Government operations and 
the national security. 

The joint committee would be directed to recommend legislative 
changes to standing jurisdictional committees to eliminate wasteful 
practices and to correct departures from the programs authorized by 
the Congress, and to propose to those committees advisable cut-backs 
in programs which would be in the public interest. To aid the Com- 
mittees on Appropriations in this work, the joint committee would 
be required to submit annually and periodically cost estimates for all 
newly authorized programs and projects, in total and by fiscal years 
within the totals. Adequate staff would be employed on the basis of 
technical fitness, thus building up a permanent qualified staff to insure 
eflicient service for Congress on a continuing basis. 

Section 2 of S. 913 provided that all committee reports on individual 
bills which will require future appropriations must include estimates 
of costs during each of the first 5 years after passage. Section 3 was 
designed to expedite action on appropriation bills by authorizing the 
joint committee to recommend jomt hearings by the Appropriations 
Committees and subcommiittees thereof. Such joint hearings would 
conserve the time and energy of committee members, of private wit- 
nesses, and of important public officials, without in any way interfer- 
ing with the independence of separate deliberations and decisions by 
the appropriations subcommittees. 

S. 913 was preceded by S. 2898, which Senator McClellan intro- 
duced in the Kighty-first Congress and which also provided for a 
Joint Budget Committee. The basic problems which it aroused called 
for further study. Committee hearings and Senate action were there- 
fore delayed until after introduction of S. 913 in the Eighty-second 
Congress. The background of this basic fiscal proposal goes back to 
the fiseal problems of World War I which played an important role 
in passage of the Budget and Accounting Act of 1921. High lights 
among subsequent developments have been transfer of the Bureau of 
the Budget to the Executive Office of the President under the Reor- 
genization Act of 1949; enactment of the Employment Act of 1946, 
which created a new Council of Economic Advisers to help integrate 
economic trends with annual budget decisions; and passage, after 
much work by this committee, of the Budget and Accounting Pro- 
cedures Act of 1950, which was designed to improve basic accounting 
and fiseal methods and procedures. 

Among these high lela: there should also be included the unsuc- 
cessful effort of the Legislative Reorganization Act of 1946 to tighten 
congressional control of the purse strings. Section 138 of that act 
created a Budget Committee composed of members of the four taxing 
and spending committees of Congress to recommend an annual ceiling 
on total Federal expenditures in line with what the country can afford 
to spend. This provision has proved unworkable. To offset this 
failure the Senate in 1949 adopted Senate Concurrent Resolution 18, 
gy for an omnibus appropriation bill (S. Rept. 616). The 

louse Appropriations Committee insisted, instead, upon such a volun- 
tary experiment for the fiscal year 1951 without statutory change, 
after which the former annual consideration of individual appropria- 
tion bills was resumed. 
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Senate Concurrent Resolution 27, providing for an annual omnibus 
appropr iation bill, was therefore introduced during the Eighty-second 
Congress by Senator Byrd with the cosponsorship of 47 Senators, 
This resolution was referred to the Committee on Rules and Admi: Lis 
tration which favorably reported it September 28, 1951 (S. Rept. 842), 
but the proposal made no further progress. 

Two factors were of particular importance in the decision to aban. 
don the omnibus-appropriation-bill approach after only a year of 
experimentation. One factor was the delay incident to the House 
not starting debate on appropriation bills until both controversial and 
noncontroversial bills alike had all been cleared by the separate sub- 
committees and the parent House Appropriations Committee. Simi 
lar delays occurred during Senate consideration and in conference, 
The second factor was that the new ap proach opened up such strong 
temptation to the use of legislative riders which the President cannot 
veto as a practical matter without running great risk of financial 
chaos. To meet the latter problem, a subcommittee of the Senate 
Committee on Rules and Administration formulated S. 2161, a partial 
item-veto bill, which was referred to this committee. This proposal, 
of doubtful constitutionality, authorized the President to veto parts 
of appropriation bills, provided that the Congress could restore al] or 
part of the full amounts of the vetoed items by simple majority v 
and they would then no longer be subject to veto. (See S. Rept. 
82d Cong., Ist sess., Activities of the Senate Committee on Expendi- 
tures in the Executive Departments, p. 37.) 

The committee, in reporting S. 913 favorably, also approved by 
majority vote an amendment providing for annual submission by the 
President of an alternate balanced budget. The latter budget would 
parallel the regular budget which the President is required to submit 
at the beginning of each session of the Congress. While a majority 
of the committee endorsed this proposal in executive session, the com- 
mittee preferred that its consideration by the Congress be kept sepa- 
rate from Senate debate on other aspects of S. 918. An annual alter- 
nate balanced budget would bring to Congress for the first time a 
picture of the det: ailed and varying cuts in appropriations all along 
the line, in order to achieve budget balance, including program cut- 
backs which the President believes to be necessary. Duri ing the Sen- 
ate debate on this amendment of 8. 913, Senator McClellan endorsed 
the principle involved under more normal conditions, but pointed out 
that it would be an empty gesture to require the President wnder 
existing conditions to make heavy cuts in huge defense appropriations 
in order to eliminate a budget t deficit. The Sen: ite thereupon rejected 
this proposal. 

S. 913 passed the Senate with amendments on April 8, 1952, by a 
vote of 55 to 8. As originally reported by the Senate Committee on 
Government Operations, all political considerations relative to staff 
appointments were kept out of the bill. During Senate debate, how- 
ever, an amendment was adopted to require an associate staff director 
on the Joint Budget Committee staff, to be : appointed by the minority 
party. In the House version of the bill, H. R. 7888 (Colmer), this 
amendment was dropped. Among the most important of the other 
amendments proposed in the latter House bill were the requirements 
that the Joint Budget Committee should have a membership of nine 
Representatives and seven Senators, whereas the original bill called 
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for seven Members each from the two Houses. To make doubly cer- 
tain that the House would have full control of the Joint Budget Com- 
mittee, H. R. 7888 also required that the chairman be permanently a 
House Member and the vice chairman be permanently a Senate Mem- 
ber, Whereas S. 913 provided that the chairmanship should alternate 
between the two Houses, as has so long been true in the Joint Commit- 
tee on Internal Revenue. Both bills incorporated a provision requir- 
ing that committee reports on all legislative proposals which require 
the making of any future appropriations must include cost estimates 
of such costs over a period of years. 

The House Committee on Rules, to which S. 913 was referred after 
its passage by the Senate, held 6 days of hearings and favorably re- 
ported the companion measure H. R. 7888, described above (H. Re spt. 
9963, June 20, 1952). Under House procedures it was necessary to 
approve a rule permitting debate on fin: ul passage of the bill. That 
rule was finally brought up during the closing hours of the Eighty- 
second Congress and failed of accepts ince by the close roll-call vote of 
155 ayes to 173 nays. (See C ongressional Record, July 3, 1952, p. 

52.) After this rejection the House Committee on Appropri iations 
succeeded in amending a supplemental apprepes ition bill so as to pro- 
vide each of the two Committees on . \ppropriations with a total of 
$250,000 annually for additional staff. The action did not in any way 
change existing law, since the Legislative Reorganization Act of 1946 
authorizes both Appropriations Committees to employ as much per- 
sonnel as is needed, without limitation as to number or cost, and each 
House always accepts without question the committee staff proposed 
by the other House of Congress. 

This committee has indicated its intention to continue its efforts 
to improve the fiscal structure of the legislative branch in line with 
the modernization of the fiscal structure of the executive branch. 
Until some such action is taken, the Congress will not be able properly 
to exercise its control over the purse strings as authorized under the 
Constitution. This result can be achieved without in any way under- 
wining the authority of the Appropriations Committees or changing 
the ac cepted prac tice of permitting the House of Representatives to 
initiate appropriation measures. 


Le a ve Bureau of Audit and Review 


3482, to establish a Legislative Bureau of Audit and Review to 
sridad Federal ec onomy and efficiency.—This bill was introduced 
by Senator Ferguson on July 4, just before adjournment of the Eighty- 
second Congress, and Naterred to the Committee on Government 
Operations. S. 3482 would establish a Legislative Bureau of Audit 
and Review to propose (a) elimination of those activities that are 
unnecessary or wasteful, and (%) transfer of Federal activities to 
State, local, or other public or private auspices when their perform- 
ance would thereby be improved. The two top officials of this Bureau 
are to be of opposite political parties, and their removal is made com- 
paratively difficult. Other permanent personnel is to be under the 
civil service. 

This bill is related to S. 913, providing for a Joint Committee 
on the Budget to employ a staff to develop the increased information 
and analysis needed by the Congress for more adequate consideration 
of huge annual appropriation bills. Likewise, the question of alloca- 
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tion of powers between levels of government is the subject of 4 
proposed temporary commission on intergovernmental relations 
(S. 1146). Both of these bills are covered elsewhere in this report, 

The proposed Legislative Bureau of Audit and Review resembles 
the former Bureau of Efficiency which was created by Congress jy 
1916 to make recommendations to improve Federal efficiency and 
economy. This Bureau was abolished in 1933 after much of its 


activities had been taken over by the expanding Bureau of the Budzget. 


Alternate balanced budget 
Senate Concurrent Resolution 57 and Senate Joint Resolution, 119 


(H. J. Res. 352), relative to balancing the 1993 Federal budqet— 
The two resolutions differed somewhat in their provisions, though 
they were both directed toward the same end of bringing about a 
balanced Federal budget. 

Senate Concurrent Resolution 57 requested the President of the 
United States to transmit to the Congress a revised budget for the 
fiscal year 1953 “at the earliest possible date.” ‘This resolution was 
introduced by Senator Dirksen on January 18, 1952, and referred to 
the Committee on Government Operations, which voted indefinite post 
ponement on April 24, 1952. Its purpose was the same as that of 
Senate Concurrent Resolution 62, introduced by Senator Ecton, with 
two cosponsors, which would so “limit appropriations” as to balance 
the 1953 budget. The latter resolution was referred to the Committee 
on Appropriations, where it made no progress. 

Another method to bring about balancing of the 1953 budget was 
proposed in Senate Joint Resolution 119, introduced by Senator John- 
son of Colorado on January 14, 1952, and referred to the Senate Com- 
mittee on Government Operations, which voted indefinite postpone- 
ment. This resolution limited expenditures for the fiscal year 195: 
to $71 billion, and authority to contract for future deliveries (obli- 
gational authority) to $54 billion for the same period. If the latter 
amount is exceeded, authorizations to obligate which have been pre- 
viously granted must be rescinded in the amount of such excess. The 
resolution would prohibit any new obligations which would cause 
the $275 billion debt limit to be exceeded. 

Through these dollar limitations, Senate Joint Resolution 119 would 
in reality require the President to submit an alternate 1953 budget. 
This resolution was similar to House Joint Resolution 352, introduced 
by Representative Coudert on January 8, 1952, and referred to the 
House Committee on Expenditures in the Executive Departments. 
The difference was that the Coudert resolution made no mention of 
the debt limit. 

Since estimated total receipts in the budget which was submitted in 
January of 1952 also amounted to $71 billion, Senate Joint Resolution 
119 merely requires a balanced 1953 budget within that total amount 
of estimated receipts. In addition, the resolution makes an effort to 
restore congressional control of the purse strings by placing a limit on 
total new obligations which may be incurred. Q 

Both of these resolutions resembled a proposed amendment of 5. 
913, the Joint Budget Committee bill, which would have required the 
President annually to submit an alternate balanced budget along with 
his regular budget. This amendment, discussed above under 5. 915, 
was favorably reported by the committee and then rejected during 
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Senate debate; it was not included in the companion House bill, 
H. R. 7888 
Cash budgets, and action on appropriation bills 

S, 2602, H. R. 6441, and H. R. 6489, to provide for greater economy 
‘n the operations of the Federal Government by providing for a con- 

lidated cash budget, and by other proposed fiscal actions.—S. 2602, 
the so-called Economy Act of 1952, was introduced by Senator Hum- 
phrey with four cosponsors. It is similar to the two House bills 
listed, except that it omits long-range budget estimates and calls only 
for separation of operating and <« ‘apital expenditures, instead of 
developmental, recoverable, and calor investment expenditures as well. 

S. 2602 consisted of five major s sec tions, all of which were discussed 
by witnesses during the committee hearings of June 1951 on possible 
amendments of the Legislative Reorganization Act of 1946, which 
are covered elsewhere in 1 this report. ‘I'wo of these five sections called 
for budget tabulation of the flow of cash between the public and the 
Government, and the separation of operating expenditures from 
capital expenditures. The three remaining sections of S. 2602 pro- 
posed the modification of the rules of the two Houses of Congress, 
to require: (1) Publication of improved schedules to govern timing 
of legislative consideration of appropriation bills so as ‘to avoid end- 
of-session log-jams, and publication also of monthly reports show- 
ing action on appropriation bills; (2) mandatory roll call on every 
appropriation bill other than a private bill; and (3) Presidential 
item veto, subject to being overridden by the usual two-thirds vote 
on bills as a whole as provided in the Constitution. This final pro- 
posal of an item veto has arisen many times in the past. As out- 
lined above, the Committee on Government Operations indefinitely 
postponed action on S. 2161, a modified form of item veto which had 
been drafted by a special subcommittee of the Senate Rules Committee 
to avoid the constitutional questions usually raised. S. 2161 author- 
zed the President to forbid agency heads to spend parts of an 
appropriation, subject, however, to that. action being overridden by 
simple majority vote. (See Activities ooere of the Committee on 
Expenditures in the Executive Departments, 8ist Cong., S. Rept. 1, 
Jan. 15, 1951, p. 37.) 

In response to a query by this committee, the Bureau of the Budget 
indicated that the first two major sections of S. 2602 are already 
largely in effect in the budget document, and that the next two sec- 
tions deal with internal practices of the Congress and, hence, are 
outside the Bureau’s scope of action. It endorsed the final section of 
the bill proposing an item veto. A similar letter from the Comp- 
troller General concluded that he would “not recommend favorable 
consideration of S. 2602.” 

The committee took no action on this bill. 


REORGANIZATION OF THE EXECUTIVE BRANCH OF 
THE GOVERNMENT 


This chapter covers that part of the legislative proposals, mes- 
sages, petitions, memorials, and other matters referred to the com- 
mittee for consideration which dealt only with reorganization of the 
executive branch of the Government. To facilitate discission, these 
proposals are divided into the two following categories: (1) reorgan- 
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ization plans and (2) proposals based on recommendations of { 
Hoover Commission, which are only briefly discussed below inas smucl 
as they are covered fully in a report pre pared by the staff of this con 
mittee, at the direction of the Chairman, which is being published as 
Senate Report No. 4, entitled “Senate Action on Hoover Commissio 
Reports.” Other legislative proposals referred to the committee din 
ing the Eighty-see ond C ongress not covered above are discussed in g 
later chapter of the report. 


Reorganization Plans and Implementation of Plans Adopted 


This section briefly discusses the six reorganization plans which 
were submitted by the President during the Eighty-second Congress— 
one in 1951, and five in 1952, and the implementation of the three of 
them which were not rejected. Like the 35 other such plans submitted 
by the President during the previous Congress, they were submitted 
under authority of the Reorganization Act of 1949. 

That general reorganization authority was proposed to the Con- 
gress by the Hoover Commission to expedite action on its various 
reports and recommendations. As a result, the Congress enacted 
Public Law 109, dated June 20, 1949, on the basis of a compromise 
between S. 526, as passed by the Senate, and H. R. 2361, as passed 
by the House. The new statute vested the House and the Senate with 
separate authority to disapprove a plan within 60 calendar days of 
continuous session by the affirmative vote of a major ity of the author. 
ized membership of that House. ‘The compromise bill also granted 
the President authority to create new executive departments, elim- 
inated all restrictive and limitation provisions, and limited the life 
of the act to April 1, 1953. 

‘The accompanying full page table on page 23, at the end of this 
section on reorganization plans, summarizes conveniently the action 
taken to date by Congress on all reorganization plans submitted dur 
ing both the Eighty-first and Eighty-second Congresses. 

Plan No. 1 of 1951—Reconstruction Finance Corporation 

Plan No. 1 to reorganize the Reconstruction Finance Corporation 
was submitted by the President on February 19, 1951, and, like all 
other such reorganization plans, was referred to this committee. It 
proposed substitution of a single Administrator for the present five- 
member Board of Directors, establishment of a Loan Policy Board 
to govern lending policies, and creation of a five-member Board of 
Review to consider loans in excess of $100,000. 

Senator Capehart earns Senate Resolution 76 on February |, 
1951, to disapprove plan No. 1, which failed of passage. While the 
Senate resolution was under tot ‘ration in the Senate, Representa 
tive Hoffman of Michigan introduced a similar disapproving resolu 
tion (H. Res. 142) in the House of Representatives, which was reported 
unfavorably and likewise failed of passage March 14, 1951. Senator 
Kem introduced Senate Joint Resolution 54 on March 5, 1951, to termi- 
nate the RFC on June 30, 1951. ‘That Senate resolution was referred 
to the Senate Committee on Banking and Currency, where it made no 
progress. 
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Prior to submission of plan No. 1, Senator Fulbright, chairman of 
a special subcommittee of the Senate Committee on Banking and Cur- 
rency which was created to investigate the RFC, introduced S. 514 on 
January 16, 1951, after extensive hearings. ‘This bill provided for a 
single Governor, authorized appointment of two Deputy Governors, 
and abolished the present Board of Directors. It was favorably 
reported by the subcommittee to the full committee. Senator Ful- 
bright also introduced S. 515 on January 16, 1951, which, in addition 
to the structural reorganization proposed in S. 514, provided a com- 
plete revision of the basic RFC statute (Public Law 548, 80th Cong.) 
py redefining policy, establishing new financial procedures, and setting 
forth limitations upon the Corporation’s powers. ‘This bill was fav- 
orably reported by the Banking and Currency Committee on August 
2), 1951 (S. Rept, 649), was recommitted with instructions on April 
23, 1952, and was rereported in the Senate on May 29, 1952 (S. Rept. 
i618), but made no further progress. 

Plan No. 1 of 1951 did not conform to specific recommendations of 
the Hoover Commission, which proposed that the RFC be placed 
mder the supervision of the Secretary of the Treasury, nor did a 
previous reorganization plan (No. 24 of 1950) to transfer the RFC 
to the Department of Commerce, which was rejected by the Senate on 
July 6, 1950. The latter plan did, however, implement a cardinal 
recommendation of the Hoover Commission that, in order to improve 
management, the financial enterprises or corporations of the Govern- 
ment should have single heads rather than multiple heads, such as 
boards of directors. 

Senate Resolution 76 was referred to this committee, which reported 
favorably on April 10, 1951 (S. Rept. 213). The disapproving reso- 
lution failed, however, by Senate vote of 41 yeas and 33 nays, on 
April 18, 1951, to receive the necessary constitutional majority of 49 
votes. Plan No. 1 therefore became effective on April 30, 1951. 

Since plan No. 1 of 1951 took effect the Reconstruction Finance 
Corporation reports that the following administrative steps have been 
taken to place 1t in operation: A single Administrator of the Recon- 
struction Finance Corporation has been appointed by the President, 
by and with the consent of the Senate, to replace the former Board 
of Directors. A Deputy Administrator has also been appointed on 
the same basis. As provided by section 5 of the plan, all functions 
of the abolished Board were transferred to the Administrator, with 
the exception of those functions vested otherwise in accordance with 
vctions 6 and 7 of the plan which are described below. 

A Loan Policy Board has been established in accordance with see- 
tion 4 of the plan, composed of the following members ex officio: 
Administrator of the Reconstruction Finance Corporation, Chair- 
nan; Deputy Administrator of the Reconstruction Finance Corpora- 
tion, Vice Chairman ; the Secretary of the Treasury and the Secretary 
of Commerce. The fifth member of the Loan Policy Board is the 
Administrator of the Defense Materials Procurement Agency by des- 
gnation of the President on May 15, 1952. 

lo implement the provisions of section 6 of the plan the Loan Policy 
Board approved and made public a formal statement of principles 
and general policies which is now being followed by the Corporation 
i its lending operations. To help coordinate RFC functions with 
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other activities and policies of the Government the Loan Policy state. 
ment includes specific principles to be effective during the present 
period of mobilization and rearmament. 

The financial-assistance procedure stipulated in section 7 of the 
plan has also been established. To achieve that end there has been 
established within the Corporation a Board of Review composed of 
five experienced loan examiners. All applications for loans and other 
financial assistance totaling in excess of $100,000 to any borrower are 
referred to this Board for review and recommendation. Wheneve: 
the action taken by the Administrator on an application for financial 
assistance is contrary to the recommendation of the Board of Reviey, 
the Administrator places in the Corporation’s records a statement of 
the reasons for his decision. 

Under section 8 of the plan, the Administrator has delegated cer- 
tain functions to other officers, employees, and administrative wnits 
under his jurisdiction. Most of these relate to routine administrative 
actions. One delegation of major importance, however, authorizes 
managers of the Corporation’s loan agencies to approve applications 
for loans under section 4 (a) (1) of the RFC Act, provided (7) that 
the amount involved does not exceed $50,000 to any one borrower 
in the case of direct loans, or $100,000 to any one borrower in the case 
of immediate and deferred participation loans, and (6) that prio 
to approving a loan under this authority there shall have been obtained 
the concurrence of the Washington office with respect to the deter- 
mination that the loan conforms with the policies established by the 
Loan Policy Board. Through this delegation of authority by the 
Administrator, the Corporation has materially reduced the time re- 
quired for the consideration of small-business loan applications. 


Plan No. 1 of 1952—Bureau of Internal Revenue 


Plan No. 1 of 1952 provided for reorganization of the Bureau of 
Internal Revenue in the Treasury Department. It was submitted by 
the President to eliminate the “political appointment of collectors o/ 
internal revenue and customs” which the Hoover Commission report 
on the Treasury Department had characterized as “one of the first 
handicaps to effective reorganization of (that) Department.” 

Plan No. 1 proposed abolishment of the present supervisory offi- 
cials—the 64 collectors of internal revenue—and the “complex system 
under which more than 200 separate field officers report directly to 
Washington.” Instead, not more than 25 district offices were to be 
set up, each headed by a district commissioner; along with 70 other 
field offices. Only the Commissioner of Internal Revenue would con- 
tinue to be appointed by the President, with the advice and consent o! 
the Senate, and the few other supervisory officials were to join em- 
ployees of the Bureau of Internal Revenue (BIR) who are already on 
a civil-service basis. The district commissioners would exercise col 
plete jurisdiction over the assessment and collection of taxes within 
the districts. 

The plan authorized the Secretary of the Treasury to appoint, on 
a civil-service basis, three Assistant Commissioners, an assistant ge! 
eral counsel; up to 25 district commissioners, and up to 70 other titles 
of offices. 

Two related bills were introduced by Senator Kefauver and about 
20 cosponsors—S. 2411, prohibiting employees of the Bureau of In- 
ternal Revenue from engaging in other business, vocation, or employ- 
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ment; and S, 2412, requiring that present collectors of internal revenue 
be appointed in accordance with civil-service laws. Both bills were 
referred to the Senate Finance Committee. 

Similarly, S. 2484, introduced by Senator Monroney and three 
cosponsors on January 22, 1952, not only provided for civil-service 
appointment of top internal-revenue officials but tightened provisions 
of the Internal Revenue Code relative to punishment for dishonesty 
and unethical conduct in Government. The bill was referred to the 
Committee on Post Office and Civil Service. 

Another related bill (S. 1150 of 1951) proposed, among other things, 
a regrouping by the Secretary of the Treasury of functions of his 
Department into seven specified administrative units. Of these seven 
units, the proposed “Consolidated Revenue Service” recommended by 
the Hoover Commission would include the functions of administering 
both internal-revenue and custom laws. As described elsewhere in 
this report, S. 1150 was not reported by the Senate Committee on 
Government Operations. 

During calendar year 1951, 141 BIR employees were separated or 
forced to resign. Of this total, 60 were charged with tax irregulari- 
ties, and the remainder with inefficiency, drunkenness, tardiness, and 
the like. Involved were some key officials, including the Assistant 
Attorney General, in charge of the Tax Division of the United States 
Department of Justice since 1947. In addition, the Chief Counsel 
of BIR submitted his resignation. 

A major feature of plan No. 1 of 1952 called for repeal of the 
requirement for Senate confirmation of the collectors and other reve- 
nue ofticials, and their appointment by the Secretary under civil-service 
rules and regulations. While the committee’s majority report sup- 
ported reorganization of the Bureau of Internal Revenue (S. Rept. 
1259, 82d Cong.), it stressed that the proposed reorganization would 
have a serious impact and possible adverse effect on the entire revenue 
policy and structure of the Government. A majority of the committee 
therefore recommended rejection of the plan because it felt the issues 
involved were of such magnitude as to far outweigh any possible 
advantages that might accrue from its adoption. The committee’s 
views were based on evidence presented at the hearings that there 
would be little improvement under the plan in the administration of 
the Bureau, and that no claims had been made that any economies 
would be effected as a result of the reorganizations incorporated in the 
plan. On the other hand, a minority report submitted by members of 
the committee took a strong position in favor of the plan, with partic- 
ular reference to the enti Tiohcnewt of a career service from top to 
bottom. 

Senate Resolution 285, proposing disapproval of plan No. 1 of 1952, 
was introduced on February 27, 1952, by Senators George and Millikin. 
After hearings extending over seven daily sessions, it was ordered 
favorably reported to the Senate by a 7-to-5 vote of the Committee on 
Government Operations on March 5, 1952 (S. Rept. 1259). Minority 
views were separately expressed by Senators Humphrey, Monroney, 
and Moody (S. Rept. 1259, p. II). Senate Resolution 285 failed in the 
Senate by vote of 37 yeas to 53 nays on March 13, 1952, to obtain the 
necessary constitutional majority vote required for rejection. 

The identical disapproving House Resolution 494, introduced by 

presentative Hoffman on January 15, 1952, was the subject of 4 





16 SENATE COMMITTEE ON GOVERNMENT OPERATIONS 


days of hearings by the House Committee on Expenditures in thy 
Executive Departments. The House committee then voted unani- 
mously to report the disapproving resolution unfavorably (H. Reps. 
1271). House Resolution 494 failed of approval in the House o 
January 30,1952. In view of the failure of both Senate and House 
disapproving resolutions, plan No, 1 of 1952 to reorganize the Bureay 
of Internal Revenue became effective on March 15, 1952. 

Since the plan become effective, the Bureau of Internal Revenue 
reports that the following administrative steps have been taken ti 
place it in operation: All political offices in the Bureau, except that of 
Commissioner, were abolished by the plan, and all offices established 
to replace those abolished were required to be filled under the classified 
civil service. 

The plan also made sweeping changes in the organizational strue- 
ture of the Bureau. The former basis of organization for most of 
the divisions and offices of the Bureau was the type of tax collected 
Under the old organizational structure there were 7 different types 
of field offices, and some 200 main field offices, all independent of one 
another in terms of supervision at the local level. In the Washingto 
headquarters, there were 13 independent divisions, all reporting di 
rectly to the Commissioner. 

In the new organizational structure, three fundamental changes 
have been made. First, the basis for organization of the Bureau has 
been changed from type of tax collected to purpose or function. Thus, 
there is now a Collection Division, an Audit Division, and an App 
late Division. One exception to this principle of functional organiza- 
tion is made in the case of the aleohol- and tobacco-tax operations 
These taxes have unique characteristics which were recognized by thi 
establishment of a separate Alcohol and Tobacco Tax Division. 

The second basic change was a complete revamping of the organi 
zational framework of the Bureau. In the Washington headquarters, 
the independent divisions were abolished, and each of the three Assist 
ant Commissioners was given responsibility for one of the three majo 
functions of the headquarters—management of field operations, diree- 
tion of inspection activities, and technical tax work. The Assistant 
Commissioner (Operations) has direct control over all field offices ex 
cept those of the chief counsel and the Inspection Service. 

In the field, 64 directors of internal revenue replaced the collectors 
and took over their offices and personnel. A number of other offices 
which had formerly operated separately at the local level were abol- 
ished, and their functions were transferred to the directors. To pro 
vide for effective supervision of these 64 directors, there were estal) 
lished 17 district offices, each headed by a district commissioner who 
has complete jurisdiction over all internal-revenue operations in his 
area. 

The third basic change in organization was the establishment of an 
Inspection Service completely independent of the operating activities 
of the Bureau. The objective of the Inspection Service is to insure 
the maintenance of high standards of conduct and efficiency by al! 
Bureau personnel. Toward this end, the Service is charged with con- 
ducting frequent and thorough inspections of management, operations. 
and employee conduct in all departmental and field offices. 

Reorganization of the Washington headquarters office was effected 
on August 11, 1952, and on that same day the three Assistant Com 
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missioners and the chief counsel, whose positions were established by 
the plan, were sworn into their new offices. All were appointed under 
ivil-service procedures, 

The first of the new field districts was established in Chicago on May 
20,1952. The New York City District was next established on June 30, 
i952. Aided by its experience with the first two districts and the 
nstallation manual thus developed, the Bureau proceeded rapidly with 
reorganization of the remaining districts. The Baltimore and Buf- 
falo districts were established during September; the Boston, St. Paul, 
\tlanta, Louisville, and Seattle districts during October; the Phila- 
lelphia, St. Louis, Dallas, Birmingham, Denver, and Los Angeles 
listricts during November; and the Detroit and Cleveland districts 
on December 1. 

Even though the formal transfer to the new organization structure 
was completed on schedule, the work of reorganization is not entirely 
ompleted, since many of the desired changes can be accomplished 
only gradually. For example, one of the objectives of the reorgan- 
zation is to house all internal-revenue offices in each city in a single 


1 


building. In many cities suitable space is so scarce that it will be 
sme time before this objective can be achieved. This follow-up work 
s being vigorously pushed, however, and will be completed as soon 
s conditions permit. 

One of the principal objectives of the reorganization was to estab- 
lish a complete career service. It was therefore necessary to insure 
that the selection of persons to fill key positions was made strictly 


ipon the basis of merit. For this reason, a Selection Board was estab- 
lished to consider and nominate candidates for the key positions of 
listrict commissioner,. assistant district commissioner, and director 
of internal revenue. This Board was composed of five top-level career 
ificials. 

Since most of the positions required a practical working knowledge 
of the technical operations of the revenue system, experienced inter- 
nal-revenue employees were given first consideration in filling those 
positions. Every employee whose position or grade indicated that 
he would be qualified for one of the key positions was therefore con- 
sidered by the Board. All other employees who believed they met 
the civil-service qualification standards for these positions were in- 
vited to apply to the Board for consideration. For certain adminis- 
trative positions in which knowledge of Bureau operations was not 
essential, applications were invited also from qualified persons with 
civil-service status outside the Bureau. In addition, open competitive 
examinations for the position of director of internal revenue were 
given by the Civil Service Commission in 27 collection districts. Non- 
status collectors could not be considered for appointment unless they 
qualified through these open competitive examinations. Collectors of 
internal revenue who already had civil-service status were considered 
for the position of director in the same manner as other status em- 
ployees of the Bureau. 

In the course of this selection process, the Selection Board has 
traveled to all sections of the country to interview applicants. The 
Board has considered over 1,800 applications and interviewed about 
60 candidates. Eligibles suggested by the Board were ranked in 
order of preference for consideration and final selection by the Com- 
missioner and the Secretary of the Treasury. Following this, all 
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persons selected for district commissioners and directors (except those 
selected through the open competitive examinations) were submitted 
to the Civil Service Commission for thorough investigation of the 
ability and fitness of the nominees, a process which followed along the 
same lines as an unassembled civil-service examination. 

To select nominees for lower positions in the field offices, distric 
selection boards composed of the top officials of the district were set up 
in the field. These district boards operated in much the same man 
ner as the Bureau Selection Board described above. 

At the request of the committee, the Bureau of Internal Revenue has 
submitted a detailed chart showing the Internal Revenue field service 
set-up by districts, and biographical information on key operating 
officials of the Bureau as of December 31,1952. This information wil] 
be available for committee consideration in connection with any study 
of the organization of the Bureau that may be found to be necessary, 
Plan No. 2 of 1952—Post Office Department 

Plan No. 2 of 1952, submitted to the Congress by the President on 
April 10, 1952, proposed the vesting in the Postmaster General of the 
authority to appoint under the classified civil service, as vacancies 
occurred, 21,438 postmasters of the first, second, and _ third 
classes. It would thereby have replaced the statute and regulations 
under which local applicants are now examined and listed by the 
Civil Service Commission, and top postal appointments are made from 
such lists by the President, subject to confirmation by the Senate. 

During the Eighty-first Congress, a number of bills were introduced 
which would have transferred the appointment of all postmasters 
from the President to the Postmaster General under the classified civil 
service. These bills, S. 2062 (H. R. 5177) and S. 2213 (H. R. 5643), 
were referred to the Committee on Post Office and Civil Service. A 
subcommittee of that committee, after extensive hearings, recom- 
mended that S. 2062 be indefinitely postponed, and that S. 2213 be 
reported favorably. However, the full committee voted to postpone 
action on S. 2213 indefinitely. 

During the Eighty-second Congress, various bills were introduced 
which would have carried out the purposes of plan No. 2 of 1952 
These bills, S. 1148 (H. R. 3312, H. R. 3691), S. 1160 (CH. R. 5905), and 
S. 2970, were referred to committees of the respective Houses, where 
no action was taken on any of them. 

A resolution (S. Res. 317) to disapprove plan No. 2 of 1952 was 
introduced on May 14, 1952, by Senator Johnston of South Carolina, 
for himself and others, and referred to this committee. At public 
hearings before the committee, adoption of the plan and rejection of 
Senate Resolution 317 was urged for the following reasons: (1) plan 
No. 2 would eliminate patronage from the appointment of postmasters 
of the first three classes by putting them on the same basis as the 
many other classified civil servants in the Post Office Department and 
in all other governmental agencies; (2) it would increase accounta- 
bility in the operations of the Post Office Department because the 
Postmaster General would appoint, in accordance with civil-service 
laws, postmasters of the first three classes, for whose performance he 
is held accountable; (3) it would raise the morale of employees be- 
‘ause they would know that they could be promoted without regard 
to political considerations; (4) it would increase public confidence 
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n the operation of the Post Office Department since public confusion 
over present hybrid appointment procedure, part merit and part 
politics, would be eliminated; and (5) it would promote a much- 
needed reform which has been repeatedly advocated by Presidents 
Cleveland, Taft, Wilson, and Truman, by the President’s Committee 
on Administrative Management in 1937, and by the Hoover Com- 
mission in 1949. 

At the committee hearings, defeat of the plan was urged because (1) 
the testimony failed to demonstrate that any economy could be antici- 
pated from its approval; (2) the plan was not a reorganization plan 
within the meaning of the Reorganization Act of 1949; (3) the plan 
would not change the existing status of postmasters of the first three 
classes, who are now by statute selected initially under civil-service 
regulations; (4) the plan would affect adversely the existing sound 
local-residence requirements for appointment as a postmaster; (5) 
the plan would not serve the public interest, because it would cen- 
tralize too much control in the Postmaster General, and would elimi- 
nate the valuable check of Senate confirmation on appointments; and 
(6) the plan, if permitted to become law, would be a dangerous prece- 
dent for presidential submission of other reorganization plans, which 
also go beyond the scope of the Reorganization Act of 1949. 

Witnesses at the hearings, representing the National Association of 
Letter Carriers, the American Federation of Labor, and the National 
Federation of Post Office Clerks, expressed apprehension that not 
only would there by no improvement in morale, but, as stated by the 
secretary of the National Association of Letter Carriers: 

If Reorganization Plan No. 2 is adopted, political favoritism and political 
patronage will reach a new high in American political history. 

Since this plan No. 2, and related plans 3 and 4 of 1952, raised a 
number of questions as to the legality of the actions sought to be 
accomplished, opinions pro and con were prepared by the professional 
staff of the committee, by the American Law Section of the Legislative 
Reference Service of the Library of Congress, and by the Department 
of Justice. 

The committee, by vote of 9 to 3, reported Senate Resolution 317 
favorably to the Senate on June 12, 1952 (S. Rept. 1747). Minority 
views were filed several days later on June 17, 1952, by Senators 
Humphrey, O’Conor, and Monroney (8S. Rept. 1747, pt. 2). On June 
15, 1952, the Senate adopted Senate Resolution 317 by vote of 56 to 29, 
resulting in the rejection of plan 2 of 1952. 

Plan-No. 3 of 1952—Bureau of Customs 

Plan No. 3, like other plans submitted in 1952, proposed to substi- 
tute, for the present method of appointment of top customs officials by 
the President subject to Senate confirmation, appointment by the Sec- 
retary of the Treasury under civil-service rules and regulations. To 
achieve this end the plan proposed abolishment of the offices of col- 
lector of customs, comptroller of customs, surveyor of customs, and 
appraiser of merchandise, and the replacement of these 52 anaes 
appointed offices by whatever number of career offices is established by 


annual appropriation, including up to 20 new supergrade career offices 
(grades 16-18) beyond the 5 present supergrade appointees. 
Related Le as were as follows: (1) S. 1150, regrouping the 


functions of the Treasury Department into various administrative 
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units, one of which would be a Consolidated Revenue Service consist- 
ing of the Bureaus of Internal Revenue and of Customs; (2) H, R. 
5505, an extended proposal to simplify present customs statutes, for 
the most part by removing cumbersome requirements now applicable 
to imports; (3) H. R. 2641, another extended proposal to revise the 
navigation laws relative to coastwise trade, foreign trade, fisheries, and 
the like; (4) S. 2899, placing the same top Customs officials under civyi] 
service as proposed under plan No. 3; (5) S. 2484, applying civil- 
service provisions to customs officials, and for other purposes; and 
(6) S. 2970, extending civil-service provisions to customs oflicials, 
United States attorneys, United States marshals, and postmasters of 
the first, second, and third class. 

A resolution to disapprove plan No. 3 of 1952 (S. Res. 331) was 
introduced by Senator George on June 5, 1952, and was referred to the 
Committee on Government Operations. After hearings and extended 
consideration, the committee by vote of 7 to 5 reported Senate Resolu 
tion 331 favorably on June 12, 1952 (S. Rept. 1748, pt. 1). This action 
was based primarily on various arguments that (a) the plan proposed 
substantive changes which were not intended to be vested in the Presi- 
dent under the Reorganization Act of 1949; (6) the plan would not 
remove political aspects simply by placing customs appointments 
under civil service; (¢) the plan ‘would abolish certain functions, 
thereby endangering statutory rights of judicial review; (d@) the plan 
would reduce the chances of achieving the Consolidated Revenue Serv- 
ice which was strongly recommended by the Hoover Commission; and 
(e) the plan would create supergrade civil-service posts in excess of 
the limitation previously established by the Congress. 

A minority report disapproving Senate Re solution 331 was issued b Vv 
Senators Humphrey, O’Conor, Monroney, Underwood, and Moody oi 
June 16, 1952 (S. Rept. 1748, p. IT). After presenting replies to the 
arguments in the majority report, the minority members insisted that 
“a vote in favor of Senate Resolution 331 and, hence, against adoptior 
of plan No. 3 would be a vote for political and administrative waste 
and extravagance.’ 

The disapproving resolution (S. Res. 331) was debated in the Sen- 
ate on June 18, and was adopted by Senate vote of 51 to 31, or more 
than the constitutional majority required. Plan No. 3 was thereby 
rejected, 

Plan No. 4 of 1952—United States marshals 


This plan provided for = abolition of 94 existing offices of United 
States marshal (one for each judicial district), and proposed to 
establish 94 successor offices in the Department of Justice. It author- 
ized the appointment by the Attorney General of marshals under the 
classified civil service rather than by the President with Senate con- 
firmation. ‘The plan would therefore extend the act of November 26, 
1940, which placed deputy marshals under the classified civil service. 
It was in direct opposition to S. a introduced by Senator McCarran 


on January 17, 1951 (same as S. 3993, which passed the Senate on 


August 23, 1950), which would on taken deputy marshals out of the 
civil-service system. S. 35 was favorably reported by the Committee 
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on the Judiciary on January 17, 1951 (S. Rept. 5), and was referred to 
the Committee on Post Office and C ivil Service and rereported by it 
on May 8, 1951 (S. Rept. 313). 

A resolution (S. Res. 330) to disapprove plan No. 4 of 1952 was tg 
by Senator McCarran, ye was reported favorably on June 12 by 
committee vote of 9 to 3 (S. Rept. 1749). Separate minority views 
were submitted by dents Humphre; y, Monroney, and O’Conor 

. Rept. 1749, pt. IT). By constitutional majority of the Senate— 
55 to 28—it approv ed disapprovi ing S. Res. 330, and there by re jected 
plan No. 4 of 1952 
Plan No. 6 of 1952—District of Columbia 

This plan No. 5 of 1952 provided for the reorganization of the gov- 
ernment of the District of Columbia. While the plan contained no 
recommendations of the Hoover Commission, it was in aceord with the 
general tenor of the Commission’s report on general management of 
the executive branch of the Government. The plan authorized the 
Board of Commissioners of the District to regroup the District’s 
functions, with certain specified exceptions, into a new organizs ition 
structure in order to clarify responsibility, establish ina r lines of 
authority, and to consolidate the functions performed by approxi- 
mately 100 separate District agencies. The plan abolishe a ‘95 District 
boards, departments, commissions, and offices, transferred their fune- 
ton s to the Board of Commissioners as a whole, authorized the Board 
to redelegate those functions to any Board member, officer, employee, 
or agency of the District, except the courts thereof, and empowered 
the Board to establish a new department structure to discharge the 
regrouped functions. 

Although no resolution of disapproval was filed in the Senate, the 
committee held hearings on the plan in order to develop the facts 
for the information of the Congress. The committee reported the plan 
favorably on June 11, 1952 (S. Rept. No. 1735), and it became effective 
on July 1, 1952. 

Since then the District Commissioners report that the following 
administrative steps have been taken to put plan No. 5 of 1952 in 
operation : 

The first step was to create a “Citizens’ Advisory Council” to in- 
crease citizen participation in the municipal government. The second 
major step was the establishment, on August 28, 1952, of “the Depart- 
ment of General Administration,” as recommended by the committee. 
As the name implies, this Department is to be the chief administrative 
office of the District government. The Director of the new Depart- 
ment took office on September 2, 1952. Rapid progress since then has 
been made in organizing the following seven offices of the new De- 
partment: Management, Administrative Services, Personnel, Finance 
(including Assessor), Internal Audit, Budget, and Purchasing. The 
former Office of Chief Clerk has been abolished. Its functions and 
most of its positions have been transferred, and two positions have 
deen abolished. 

Three reorganization surveys of the operating departments have 
been started by the Management Office: Sanitary Engineering on 
October 31, 1952, V eterans’ Service Center on November 7, 1952. and 
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Corporation Counsel on November 12, 1952. A circular to all District 
of Columbia employees announced that the following 13 additional 
surveys would be completed by the end of May 1953: Surveyor; High- 
way; Vehicles and Traffic; Secretary; Corrections; Buildings and 
Grounds; Fire; Police; Civil Defense; Industrial Relations; Welfare: 
Inspections; and Health. 


Action on Reorganization Plans, EFighty-first and Eighty-second 
Congresses 

The full-page tabulation on page 23 of this report summarizes the 
action in the Senate and in the House of Representatives on «ll 
reorganization plans, submitted by the President during the Fighty- 
first and Eighty-second Congresses. It therefore covers all such plans 
stemming (a) from Hoover Commission recommendations, and () 
from the general Reorganization Act of 1949, also tied up with the 
recommendations of that Commission. 


Another Hoover Commission 

Senate Joint Resolution 163, proposing a second Commission on 
Organization of the Executive Branch of the Government.—tThis 
proposal, filed by Senators Benton and O’Conor, provided for the 
creation of a new commission to reevaluate the recommendations made 
by the Hoover Commission. There were a number of similar bills 
filed in the House of Representatives. The House Committee on 
Expenditures in the Executive Departments held hearings on various 
reorganization proposals, including this group of bills, but took no 
action. A statement from former President Hoover was filed with 


the committee to the effect that a full evaluation should be made of 
actions taken (as was done by this committee relative to Senate action 
on the Hoover reports) before any further consideration should be 
given to a proposal of this nature. The committee therefore post- 
poned action on Senate Joint Resolution 163 until the convening of the 
new Congress. 
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ACTION ON REORGANIZATION PLANS, EIGHTY-FIRST 
AND EIGHTY-SECOND CONGRESSES 


REORGANIZATION PLANS OF 1949 


Senate Senate vote on resolution of 
resolution 8. Rept. disapproval 
of dis- No | 

approval, oe 
| No. Date 
| 

epartment of Welfare ‘ } 147 | ! 851 32 | Aug. 16, 1949 
Bureau of Employment Security 151 | 2 R52 » 38 57 | Aug. 17, 1949 
Post Office Department | None 837 
National Security Council and National | 

Security Resources Board... None 838 
Civil Service Commission oll None 839 
Maritime Commission J None 840 
Public Roads Administration... .....-. 155 927 440 7 17, 1949 
National Military Establishment 5 None None 


REORGANIZATION PLANS OF 1950 





Department of Treasury 246-247 31518 65 3 | May 11,1950 
Department of Justice . -. : be None 1683 
Department of Interior -. ..---- a None 1545 
Department of Agriculture. ; 283 1566 May 18, 1950 
Department of Commerce - nae 259 1561 29 | 3 | May 23, 1950 
Department of Labor-_.------ None | 1684 
Interstate Commerce Comumission - -.----| 253 1567 1 May 17,1950 
ederal Trade Commission ........-.-.-.. 254 1582 3 3 May 22, 1950 
Federal Power Commission__--.- 255 1563 : Do. 
securities and Exchange Commission | None 1685 
Federal Communications Commission 256 15¢4 3 | May 17,1950 
National Labor Relations Board_.-_-.-.-..| 248 1516 5s May 11,1950 
Civil Aeronautics Board. ‘ . oa None 1686 ‘ 
Labor Standards Enforcement None l 
\laska and Virgin Islands Public Works None l 
Assistance to School Districts and Water 

Pollution Control... -... | None 1548 
Advance Planning and War Public 

Works 4 271 1676 + 3 | May 23,1950 
Building and Space Management Func- 

tions - 270 1675 i ¢ Do. 
Employees’ Compensation Functions None 1549 
Statutes at Large and Other Matters. -. None 1550 
Maritime Commision. ‘ : 255 1674 5 May 19, 1950 
Federal National Mortgage Association 299 1936 ‘ 3 July 6,1950 
Loans for Factory Built Homes__. | None 1870 
RFC to Department of Commerce 290 1868 ( July 6,1950 
National Security Resources Board _. None | None 
Department of the Treasury 7___. None 1869 
Department of Health, Education, and 

Security ° ‘ a 302 1943 


£ 


) 


54 
54 





REORGANIZATION PLAN OF 1951 
) , 
Reconstruction Finance Corporation__---| 76 3213 3: | Apr. 13, 1951 
| } 


REORGANIZATION PLANS OF 





Bureau of Internal Revenue : : 285 1259 Mar. 13, 1952 
Post Office Department 4 317 21747 56 June 18, 1952 
Bureau of Customs, Treasury Depart- 

ment 331 | 21748 { 31 | do 
Department of Justice (United States | | 

marshals) — . } 330 21749 55 | 2 do 
Distriet of Columbia 2 | None | 1735 


Report in 3 separate parts: 1 majority, and 2 minority. 
* Report in 2 separate parts: 1 oie and 1 minority. 
* Report contains majority,and minority views. 
‘ Senate failed to pass disaproving resolution by necessary 49 votes, and plan became effective 
, uperseded by Public Law 216, Aug. 10, 1949. 
_ Sehate approved resolution by voice vote. 
, ame as plan No, 1 of 1950, except that Comptroller of the Currency is excluded. 
, Designs d to overcome objections to plan No. 1 of 1949. 
Hi use adopted disapproving H. Res. No. 647 by vote of 249 to 71 on July 10, 1950 (H. Rept. No. 2320). 
Visapproving resolution in House failed of passage by voice vote. 
House rejected disapproving H. Res. No. 142 by vote of 200 to 198 on Mar. 14, 1951 (H. Rept. No. 188), 
Note,—I 


ane etails of plans are given in the individual Senate reports cited above, in 8S. Rept No. 2581, 
lated Oct 


2, 1950, and in the staff report on Senate Action on Hoover Commission Reports, dated Oct. 
mittee print). 
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Bills Related to Hoover Commission Reports 


The committee staff was directed to make a complete analysis of 
all actions taken during the Eighty-first and Eighty-second Coy 
gresses on the recommendations of ‘the Hoover Commission. This 
review was to cover reorganization plans and all other proposals based 
on Hoover Commission recommendations which arose for considera 
tion, whether they originated with this committee or with other con 
mittees of the Senate. 

The ensuing staff report, Senate Action on Hoover Commissio; 
Reports, was issued as a committee print on October 15, 1952. This 
print, as revised with certain changes, corrections, and additiona 
information, is being printed as Senate Report No. 4 of the Kiighty 
third Congress. The major agencies of the Government were reque 
to review the committee print and to make available any further factua 
information in order to present a complete record of administrative 
actions, which comments have been included in the revised report. 

In view of this proposed report, no effort is made herein to cov 
again the detailed provisions of the various bills and reorganizatio 
plans directly related to Hoover Commission recommendations whi 
were considered by the committee during the Eighty-second Congress 
Instead, the following presentation is limited to a listing of thos 
proposals with only a brief discussion of their content and purpose, 
and to republication of an accompanying full-page table (p. 25) which 
summarizes Senate action on reorganization plans during both Eight) 
first and Eighty-second Congresses. Further details are available 
the committee report, Senate Report No. 4, referred to above. 


Improvement of executive management 

S. 1134 (H.R. 3304, H. R. 3674), to establish principle s and 
erally to eels 2g “the management of the executive branch oj 
Government in accordance with recommendations of the Hoover | 
mission.—S. 1134 followed closely S. 942 of 1949, prepared by 
Hoover Commission at the request of the Chairman to implement t 
broad policy of centralizing executive authority and responsibility 
the President and the heads of departments and agencies. For t! 
purpose the bill provides for the classification of the executive age 
as principal or subordinate; for gre maa of staff aspects of 
Executive Office of the President through Offices of Personnel, Stal 
Secretary, Economic Advisor, and White House: for clarification of 
the nature of agency authority; and for agency nomenclature, deleg 
tions of authority, and transfers of functions. 

After careful appraisal the Subcommittee on Reorganization fou 
that the recommendations of Hoover Report No. 1 on General M 
agement had already been largely adopted insofar as they are 
cord with legislative policy, and hence recommended a communicat 
to the President suggesting that any residual Hoover Commiss! 
recommendations not yet implemented be submitted as reorganizatio 
plans, with appropriate modifications if they had previous sly bet 
rejected by the Congress. The committee took such action on July 1! 
1951. The President responded that any new plans he might subn 
would be substantially identical with those rejected. The committe 
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then decided that further action on S. 1134 would be unproductive 
and the bill was indefinitely postponed. 

Transfer of activities in District of Columbia to GSA 

S, 1136 (Hf. R. 3314, i i. JO76) , to place in the Administrator of 
General Services responsibility for coordination of certain activities 
in the District of Columbia.—This bill, drafted by the Citizens Com- 
mittee for the Hoover Report to cover Hoover Commission recom- 
mendations not yet annkiee was introduced by Senator McClellan, 
with 15 cosponsors, on March 15, 1951. It would have placed the 
government of the District of Columbia, the Smithsonian Institution, 
the National Capital Park and Planning Commission, and the Com- 
mission of Fine Arts under the Administrator of General Services. 

S. 1136 was referred to the Subcommittee on Reorganization which 
held hearings on May 31, 1951, at which time all of the witnesses pro- 
tested that the officials involved should not be required to consult with 
the Administrator of General Services before reporting to the Presi- 
dent of the United States, and that no advantages of savings would 
be forthcoming from such a change. The number of times these 
officials report to the President annually is practically negligible. 
Finally, the activities and functions of these five independent agencies 
ire not in any way related to the service functions assigned to the 
(jeneral Services Administration. 

The subeommittee recommended to the full committee on July 10 
that the bill be reported without recommendation, with the request that 
t be rereferred to the Committee on the District of Columbia since 


that committee had expressed an interest in the provision relating 
to the Government of the District of Columbia. The full committee 
so recommended (no written report), and the bill was referred to the 
Senate Committee on the District of Columbia on July 11, 1951, where 
no action was taken. 


Reorganization of regulatory agencies 

S. 1139 (H. R. 3678, H. R. 3307), relative to regulatory agencies of 
the Government.—This bill, introduced at the request of the Citizens 
Committee for the Hoover Report, covered all of those recommenda- 
tions of the Hoover Commission relative to regulatory agencies which 
required legislative action or for which reorganization plans had been 
submitted and disapproved. It promoted uniformity in the adminis- 
trative powers of the respective Chairmen, the tenure of office of Com- 
missioners and Board members, and the extension of the present degree 
of bipartisan representation. The agencies involved were the Inter- 
state Commerce Commission, the Federal Power Commission, the 
Securities and Exchange Commission, the Federal Communications 
Commission, the Civil Aeronautics Board, the National Labor Rela- 
tions Board, and the Board of Governors of the Federal Reserve 
System. 

Some of the provisions of S. 1139 were identical with proposals made 
in reorganization plans which had been rejected by the Senate by a 
substantial vote during the previous session. The committee con- 
cluded that it would serve no useful purpose again to submit these 
sectious of the bill to the Senate, particularly in view of their recent 
rejection. 

Other sections of the bill relating to uniformity of tenure of Com- 
missioners and Board members merited further consideration. Since 
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they tended to infringe upon both Presidential and Senatorial prerog- 
atives in the form in which they were submitted, staff studies were 
made to formulate amendments to accomplish the projected reforms 
without doing violence to these prerogatives. 

The bill was referred to the Subcommittee on Reorganization which 
reported an amendment in the nature of a substitute to the full com- 
mittee, on April 1, 1952. The amendment provided (1) that the Presi- 
dent may remove for cause only (inefficiency, neglect of duty, or mal- 
feasance in office) Commissioners of the Federal Power Commission, 
the Federal Communications Commission and the Securities and Ex. 
change Commission; and (2) that Commissioners and Board members 
of the Federal Power Commission, Securities and Exchange Commis 
sion, Federal Communications Commission, Civil Aeronautics Board. 
and the National Labor Relations Board, whose terms have expired, 
shall continue in office until their successors are appointed, subject to 
a maximum of 60 days. 

S. 1139, as amended, was reported favorably on April 3, 1952 (§ 
Rept. No. 1401) and passed the Senate on April 9, 1952, without a dis 
senting vote. It was referred to the House Committee on Expendi- 
tures in the Executive Departments where no further action was taken 
Proposed Department of Health 

S. 1140, to consolidate certain hospital, medical, and public-health 
functions of the Government in a new Department of Health—This 
bill, prepared by the Citizens Committee for the Hoover Report, was 
allegedly drafted to carry out the Hoover Commission report on med 
ical activities. It ignored Commission recommendations relative to 
the creation of a United Medical Administration and instead proposed 
a new Department of Health. Extensive hearings were held by the 
committee at which strenuous opposition was voiced, and the commit- 
tee voted unanimously against reporting it to the Senate. 

After a thorough analysis of the testimony, and in an attempt to 
eliminate duplication, waste, and extravagance in the operations of the 
various Federal agencies engaged in medical activities, which was the 
primary objective of Hoover Commission recommendations, the com- 
mittee initiated legislation designed to overcome objections made to 
the specific Hoover Commission proposals. This committee bill, 
S. 3314, providing for establishment of a Federal Board of Hospitali 
zation, was introduced on June 11, 1952, by Senator O’Conor, chair- 
man of the Subcommittee on Reorganization. In view of the fact that 
certain opposition was expressed to this alternate approach and time 
did not permit of further hearings, the committee took no final action 
on the new bill. 


Expansion of Department of Labor 

S. 1142, to expand the activities of the Department of Labor- This 
bill was drafted by the Citizens Committee for the Hoover Report to 
cover related recommendations of the Hoover Commission not yet 
acted on. Previously, favorable action had been taken on three reor- 
ganization plans submitted by the President, as follows: (1) Plan 2 
of 1949, transferring the Bureau of Employment Security to the De 
partment of Labor from the Federal Security Agency; (2) plan 6 
of 1950, centralizing administrative responsibility in the Secretary 0! 
Labor; and (3) plan 14 of 1950, centralizing authority in the Seere 
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tary to prescribe uniform labor standards for all Government de- 
partments concerned. 

S. 1142 would have transferred to the Department of Labor the Se- 
lective Service System, and the functions of the Federal Maritime 
Board relative to minimum wages on privately operated vessels. The 
bill also proposed a detailed study of industrial hygiene functions 
among agencies in the Department of Labor and the Public Health 
Service. The committee recommended against enactment of S, 1142 
for the reasons given in Senate Report No. 1402, submitted April 3, 
1952. 

Reorganization of Department of the Interior 

§. 1143 CH. R. 3309 and H. R. 3680), to reorganize the Department 
f the Interior.—This bill prepared by the Citizens Committee for the 
Hoover Report implemented the recommendations of the Hoover Com- 
mission insofar as action had not already been taken by the Eighty- 
first Congress on its recommendations relative to the Department of 
the Interior. Reorganization Plan No. 3, which took effect in 1950, 
vested the functions of the Department in the Secretary with power 
to redelegate, in accord with the recommendations of the two Hoover 
Commission reports on general management and the Department of 
the Interior. S. 1143 would have authorized the Secretary of the In- 
terior to establish various Services in the Department, and transferred 
to him the civil functions of the Corps of Engineers as related to 
flood control and the improvement of rivers and harbors, and the 
functions of other officials relative to power planning, and relative to 
hospital, civilian airport, and other construction. 

The Subeommittee on Reorganization took no action on the bill in 
view of strong opposition that developed, based on the fact that its 
provisions were contrary to established legislative policy and not in 
the public interest. 


Department of Social Security and Education 


S. 1144, to establish a new Department of Social Security and 
Education—This bill, drafted by the Citizens Committee for the 
Hoover Report, would have activated recommendations made in the 
Hoover Commission report on social security, education, and Indian 
affairs. It would have created a new Department of Social Security 
and Education, transferring to it from the Federal Security Agency, 
«ll the functions of the Office of Education, the Office of Vocational 
Rehabilitation, the Bureau of Old-Age and Survivors’ Insurance, the 
Bureau of Public Assistance, the Children’s Bureau, and certain other 
functions. Likewise, all functions of the Bureau of Indian Affairs 
would have been transferred from the Department of the Interior to 
thenew Department. 

Since this committee had continuously studied similar problems 
over the past 5 years and the provisions of this bill had been considered 
fully in connection with legislation pending before the committee, it 
was determined that any proposed action along the lines proposed in 
the new bill would not meet with Senate approval and, therefore, no 
action was taken on S. 1145. 


Commission on Intergovernmental Relations 

S. 1146 (8. 487, 8. 487, 8. 836, H. R. 3303, and H. R. 3683), to create 
temporary National Commission on Intergovernmental Relations.— 
During the Eightieth and Eighty-first Congresses a special subcom- 
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mittee was active with respect to a number of recommendations made 
by the Hoover Commission in this area. 

During the Eighty-second Congress a new Subcommittee on Re- 
organization included the above type of proposals among others to 
which it gave consideration. The subcommittee recommended fayor- 
able action on S$. 1146, which was similar to a bill approved by the 
committee in the Eighty-first Congress, and in corporated features of 
various proposals to set up a commission to study the subject of inter- 
governmental relations. 

On the basis of recommendations of the subcommittee the ful] 
committee reported favorably on S. 1146 with amendments (S. Rept. 
No. 544, July 12, 1951). This amended bill proposed the creation of 
a temporary bipartisan national Commission on Intergovernmental 
Relations to terminate March 31, 1953. The Commission would have 
been authorized to study and submit a comprehensive report on the 
allocation of functions between Federal, State, and local governments, 
and on their fiscal relations, including tax immunities, revenue sources, 
grants-in-aid, and tax sharing. The bill required the Commission to 
submit with its final report suggested legislative and administrative 
proposals needed to carry out its recommendations at each level of gov- 
ernment. In the light of such a report it was felt that the Congress 
could then determine on a more adequate basis whether the Commis- 
sion ought to be continued permanently or for another stated period. 

S. 1146 passed the Senate on July 23, 1951. As in the case of a 
similar proposal to create a Commission on Overseas Administration 
(S. 1166), Senator Ellender of Louisiana requested that the bill be 
recalled from the House of Representatives. On July 25, the House 
Committee on Expenditures in the Executive Departments, to which 
the bill had been referred, was discharged from further consideration 
and S. 1146 was returned to the Senate. The bill was placed on the 
Senate calendar under “Motions for Reconsideration” and no further 
action was taken prior to adjournment. 


Displaced Persons and War Claims Commissions 


S. 1147 (HH. R. 3319, H. R. 3690), to provide for the transfer of 
the Displaced Persons Commission and the War Claims Commission 
to the Department of State—This bill, submitted by the Citizens 
Committee for the Hoover Report, was based on the statement in 
the Hoover Commission’s concluding report that “to reduce the num- 
ber of agencies reporting directly to the President, we recommend that 
the Displaced Persons Commission and the War Claims Commission 
report to the Secretary of State.” This statement was not discussed 
and the Commission noted in a footnote that its recommendation was 
made at that point for the first time. The proposal was vigorously 
opposed by all three of the agencies concerned. 

The Displaced Persons Commission and the War Claims Commis- 
sion were established by Congress to meet special emergency situa- 
tions arising out of World War II, the former to terminate its exist- 
ence on August 31, 1952, and the latter, by virtue of a recent exten- 
sion, on March 31, 1955. When these commissions were created, the 
Senate Committee on the Judiciary and the Congress deemed it best 
to establish them as independent agencies rather than parts of 20 
existing agency because of the specialized nature of their functions. 

The committee concluded that transfer of these commissions to the 
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Department of State would serve no useful purpose, that t he t ransfer 
might be interpreted as congressional approval for indefinite continua- 
‘ion of their functions and programs, and that it should not act in 
opposition to the decision of the Committee on the Judiciary after its 
extensive hearings and careful consideration. ‘The committee, there- 
fore, unanimously agreed that the bill, S. 1147, should be re-referred 
to the Committee on the Judiciary for whatever action is deemed 
appropriate, and the bill was so re-referred. 

Reorganization of Department of Agriculture 

§, 11)9 (H. R. 3308, H. R. 3684), to provide for the reorganization 
of the Department of Agriculture.—This bill was introduced by Sen- 
tor Aiken, with 12 cosponsors, on March 15, 1951. It had been 
lrafted by the Citizens Committee for the Hoover Report to imple- 
ment the recommendations of the Hoover Commission with relation 
to the Department of Agriculture. 

S. 1149 provided additional top personnel for the Department; 
transferred to the Secretary all powers scattered throughout the De- 
partment with power to delegate; required that he reorganize the 
Department into eight designated administrative units; and trans- 
ferred to him part of the functions of the Bureau of Land Manage- 
nent of the Interior Department, and of the Federal Security Agency. 
The bill also substituted a general authorization of annual appropri- 
tions for the 80-percent permanent appropriation of customs receipts, 
and modified agricultural committees at local, county, and State levels, 

The various recommendations of the Hoover Commission relative 
to the Department of Agriculture were first contained in S. 3055, 
lrafted by Commission attorneys, and introduced by Senator Mc- 
Carthy on June 13, 1949. That bill was referred to the Senate Com- 
mittee on Agriculture and Forestry where it made no progress during 
the Eighty-first Congress. 

Early in 1950, the President submitted plan No. 4 transferring 
most all functions of the Department to the Secretary of Agriculture, 
with power to delegate. The plan was referred to this committee 
which held that it would be an unwarranted transfer of authority to 
the Secretary on a permanent and continuing basis without restrictions 
on the exercise of that authority. The committee therefore recom- 
mended passage of disapproving Senate Resolution No. 263 (S. Rept. 
1066, including minority views, dated May 18, 1950), which passed 
the Senate. Plan No. 4 was thereby rejected. 

At the start of the Eighty-second Congress, S. 1149 again raised 
the recommendations of the Hoover Commission in the agricultural 
ield. Extensive hearings in late August and half of September 1951 
failed to bring a solution to the vigorous opposition there expressed. 
The same held for several redrafts of the bill prepared by the staff 
at the direction of the committee after consultation with interested 
larm groups and Government officials. A copy of the final redraft 
Was submitted to the members of both Senate and House Committees 
on Agriculture to permit study of substantive matters within 
their jurisdiction, and to obtain their recommendation as to the advisa- 
uility of this proposal. Subsequently the committee considered the 
vedrafted bill in executive session and decided to postpone action 
until the next session of Congress, 

8. Rept. 5, 83-13 
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Reorganization of Treasury Department 

S, 1150 (H. R. 3315 and H. R. 3685) to provide for the reorqan; 
zation of the De partment of the Treasury.—This bill, introd ced by 
Senator Humphrey with nine cosponsors on March 19, 1951, was 
drafted by the Citizens Committee for the Hoover Report to cover 
all residual Hoover Commission recommendations with reference to 
the Treasury Department which had not yet been adopted. 

S. 1150 directed the Secretary of the Treasury to regroup depart 
mental functions among the seven following “administrative services” 
Administrative, consolidated revenue, fiscal, banking and interna 
tional finance, accounting, transferred corporations, and liquidatioy 
services. The bill also established a National Monetary and Credit 
Council; shifted the prescription and supervision of agency account 
ing from the General Accounting Office to the Treasury Department: 
transferred the Bureau of Narcotics to the Department of Justice: 
and provided for bonding Federal employees at Government expense 

The following text briefly describes action taken in the past o1 
various proposals related directly to the provisons of S. 1150. Origi- 
nally all Hoover Commission recommendations in its report on the 
Treasury Department were incorporated in S. 2058, which was intro 
duced on June 13, 1949, in the Eighty-first Congress by Senator Me- 
Carthy, and referred to the Senate Finance Committee. Before any 
legislative action was taken on this bill, the President submitted 
Reorganization Plan 1 of 1950, relative to the Department of the 
Treasury. Plan 1 of 1950 was rejected because it would adversely 
affect statutory authority vested in the Comptroller of the Currency 
in connection with the supervision and control of banks. When the 
latter provision was omitted in Plan No. 26 of 1950, the modified pla: 
was permitted to become effective on July 31, 1950. 

Reorganization Plan No. 1 of 1952 also related to the coverage of 
S. 1150. This plan replaced top officials of the Bureau of Internal 
Revenue appointed by the President, by and with the consent of the 
Senate, with officials appointed by the same civil service system as 
was already in effect for all other employees in this large agency. 
After hearings, a disapproving resolution, Senate Resolution 285, was 
reported favorably to the Senate by a majority of this committee on 
March 10, 1952 (S. Rept. 1259, including a minority report, pt. II). 
The disapproving resolution was rejected by vote of 37 yeas and 53 
nays and plan No. 1 of 1952 therefore became effective on March 1), 
1952. 

The President also submitted Reorganization Plan No. 3 of 1952 
providing for a similar reorganization in the Bureau of Customs. 
It also proposed appointment of customs officials by the Secretary 
of the Treasury under civil service rules and regulations. Through 
Senate adoption of a disapproving resolution, Senate Resolution »"! 
the plan was rejected on June 18, 1952. 

Among the provisions of S. 1150 to which considerable oppositio! 
was expressed were (a) transfer of the Reconstruction Finance Co! 
oration, the Federal Deposit Insurance Corporation, and the Export- 
Famnentt Bank to the supervision of the Treasury; () creation of a” 
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Accountant General, which had been previously rejected by the com- 
mittee and the Congress: (c) transfer of the Bureau of Narcotics fron 
the Treasury to the Justice Department, and (d) the purchase by t! 
Government of blanket or position schedule bonds for Federal em- 
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ployees. As described elsewhere in this report, the fidelity bond pro- 
gram ine reluded in this bill had been previously rejected by the com- 
ittee after careful consideration by a subcommittee. 

”S. 1150 was referred to the Subcommittee on Reorganization on 
January 16, 1952. In view of the fact that this omnibus proposal 
duplic ated so many proposals to carry out separate aspects of the 
Hoover Commission report on the Treasury Department, the com- 
mittee voted to postpone action indefinitely on S. 1150. 


Reorganization of Veterans’ Administration 

8. 1151, H. R. 3316, and H. R. 3686, to provide for the reorganiza- 
tion of the Veterans’ Administration. S. 1151 was introduced on 
March 15, 1951, by Senator Ferguson with the cosponsorship of Sena 
tors Taft and Benton, and referred to this committee. It provided 
for establishing a Deputy Administrator and four Assistant Admin- 
istrators of Veterans’ Affairs, all to be appointed by the President 
with the advice and consent of the Senate; together with an Ad- 
ministrative Assistant Administrator of Veterans’ Affairs to be ap- 
pointed under the classified civil service. It abolished the Executive 
Assistant Administrator and eight other top positions. 

The bill transferred all functions to the Administrator, except those 
vested in the Board of Veterans’ Appeals, and authorized his delega- 
tion of authority. The bill also established a new organizational pat- 
tern to remain in effect for 2 years without change. Meanwhile, 
the Administrator was authorized to contract for an independent 
hinagement engineering survey. 

In executive session, the bill was referred to the Subcommittee on 
Reorganization, This subcommittee analyzed the bill and decided 
that it would be premature to hold public hearings or take other action 
until that survey becomes available to the committee. This conclusion 
was reached after careful consideration of the comments on the bill 
which were requested of the Veterans’ Administration, the Bureau 
of the Budget, and other agencies. The Director of the Bureau of the 
Budget indicated that the bill needed clarification; that it was incon- 
sistent with the present VA organization; that it would be a mistake 
to prescribe organizational structure by law, thereby placing the 
agency in a straight-jacket; and, finally, that the bill was not in 
accord with the program of the President. The Administrator of 
Veterans’ Affairs likewise pointed out deficiencies in the bill and 
recommended that favorable action be not taken by the committee. 

At the direction of the chairman, during the recess period, the staff 
undertook a pre ‘liminary examination of various aspects of the opera- 
tions of the Veterans’ Administration. Matters covered included 
the medical and hospital programs, overstaffing, lack of coordination 
at top levels, improper budgeting methods and use of a »propriated 
funds, and certain aspects of the insurance program. A full-scale in- 
vestigation was deferred pending the receipt of the long-delayed man- 
agement survey of the agency, prepared by a private management 
concern. Copies of the survey have finally been received, and, after 
malysis by the staff, the committee may give further consideration 
to essential reorganizations of the Veterans’ Administration. 
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Commission on Administration of Overseas Activities 

S. 1166 (H.R.: 2406, H.R. 3697, H.R. 5879). to create a commission 
to study the administration of overseas activities of the Government. 
This bill, introduced by Senator McClellan and others, proposed q 
temporary Commission on Overseas Administration to report to the 
Congress within 2 years on the coordination of the overseas activities 
of the Federal Government. It was to consist of 12 members—4 from 
the Senate, appointed by the President of the Senate ; 4 from the House 
of Representatives, appointed by the Speaker of the House; and 4 
from the executive branch, appointed by the President of the United 
States. Members were te serve without additional compensation, but 
would be allowed travel and subsistence. 

At hearings by the Subcommittee on Reorganization, the witnesses 
agreed generally that Congress has responsibilities with respect to 
foreign policies and the overseas activities of the Government, and 
that the Hoover Commission had these responsibilities in mind when 
it recommended a congressional study. Opposition to the bill had been 
presented previously by executive agencies on the ground that such 
studies had already been undertaken by the executive branch. 

The Subcommittee on Reorganization recommended a favorable 
report on S. 1166, with amendments providing that the Commission 
should be mgs oN and limiting its life to 1 year. The committee 
reported the bill on July 11 (S. Rept. No. 543), and it passed the 
Senate with further ph on July 23, 1951. On July 24 the 
bill was referred to the House Committee on Expenditures in the 
Executive Departments, but, on motion of Senator Ellender, the Senate 
asked for its return, whereupon the bill was placed on the Senate 
Calendar under “Motions for reconsideration,” and no further action 
was taken prior to adjournment. 

The reorganization of overseas activities of the Government will 
be of major importance in the new Congress. The staff was therefore 
instructed to make a detailed study and to recommend appropriate 
legislative action to eliminate existing duplication and overlapping 
of activities and to promote better coordination and administrative 
control. Extracts from the resultant staff report are included in 
Senate Report No. 4, Eighty-third Congress, on Senate Action on 
Hoover Commission Reports, and the matter is now being conside! red 
by the committee to determine action that should be initiated in the 
new Congress. 


a lity bonds 

2887, to provide for Federal purchase of fidelity bonds to cover 
vahucs and employees of the Government.—This bill was introduced 
by Senator Underwood on March 18, 1952, and referred to the Com- 
mittee on Government Operations. It authorizes officials in the legis- 
lative and judicial branches to obtain surety bonds covering those 
employees who must be bonded. The premiums on such bonds are 
to be paid from Government funds. 

In 1949, two Hoover Commission reports recommended study of 
the question of fidelity insurance, and suggested for consideration 
“fund in the Treasury to which accountable officers and employees 
would be required to contribute.” 

Studies of the problems involved in fidelity insurance have been i! 
progress in the Congress for more than 15 years. (See committee's 
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report: S. Rept. No. 1158, Progress on Hoover Commission Recom- 
mendations, October 12, 1949, pp. 251-258.) In 1935, two bills were 
introduced (H. R. 6880 and S. 2233), providing for a blanket bond 
for all bonded Government employees, on which the premium would 
be paid by the Government. In 1947, Senator Downey introduced a 
pill (S. 911, 80th Cong.) which provided that the premium on bonds 
required of postal employees be paid from appropriations to the Post 
Office Department. 

The Committee, acting on the premise that the bill might affect 
Government operations, directed its staff to prepare a revised bill. 
This revision was not completed until near the end of the session and 
was therefore not introduced in the Eightieth Congress. 

In the light of fidelity-bond recommendations in the Hoover Com- 
mission reports of 1949, new proposals were introduced in the Eighty- 
frst Congress, and referred to this committee. The various proposals 
ranged from bills which would have (a) created a $500,000 Federal 
trust fund to provide fidelity bonds for employees without cost to 
them; (6) required that such a fund be maintained at employee ex- 
pense; (¢) limited the scope of such a plan to post-office employees 
alone; and (d@) limited average total payments by bonded employees 
into the fund to the average total net amounts paid for defalcations 
and other losses. 

The House passed a bill in the Eighty-first Congress (H. R. 8706), 
which, along with a number of similar Senate bills, was the subject 
of extensive hearings before a special temporary subcommittee of 
thiscommittee. After completion of hearings, and study and analysis 
of the subcommittee’s recommendations, the full committee voted to 
postpone action indefinitely for two primary reasons: (1) An esti- 
mated annual cost of over $1 million for the proposed new program 
would violate the announced policy of Congress of making all possible 
reductions in nondefense expenditures during the existing emergency ; 
(2) removal of the present requirement that Federal employees pay 
the small premiums on their own fidelity bonds might seriously weaken 
personal deterrents against defalcations. 

The committee voted indefinite postponement of S. 2887 on April 24, 
152. The identical fidelity bond provisions of S. 2887 were part of 
the bill, S. 1150 (H. R. 3313), dated March 15, 1951, to reorganize the 
Department of the Treasury, which is described above in this section. 


OTHER BILLS CONSIDERED BY COMMITTEE 


Bills Which Became Law 


Relief of certain certifying officers 

8. 379, Publie Law 20, to authorize relief of authorized certifying 
officers of terminated war agencies in liquidation by the Department 
of Labor.—This bill, introduced by Senator McClellan on January 11, 
1951, by request, authorized the Comptroller General of the United 
States to relieve authorized certifying officers of terminated war agen- 
ces being liquidated by the Department of Labor, from accountability 
for payments suspended or disallowed by the General Accounting 
Ofice against vouchers paid during the period 1943 through 1945. 

his provision permitted the General Accounting Office to remove 
Suspensions on approximately $600 of payments made on certification 
issued by officers of the War Manpower Commission, as to which 
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there was no evidence of fraud or collusion. The payments suspended 
or disallowed were connected with the salaries, travel vouchers, and 
subsistence allowances of personnel employed by the War Manpower 
Commission during World War II. S. 379 was reported favorably 
by the Committee on January 29, 1951 (S. Rept. No. 46), and passed 
the Senate. It was reported ‘favor ably by the House Judiciary Com- 
mittee on April 12, 1951 (H. Rept. No. 316), and passed the House. 
It became Public Law 20 on April 24, 1951. 
Cree transfer in St. Louis, Mo. 
166, Public Law 205, authorizing transfer of certain property in 
Shouts Mo., to the Department of the Army.—This bill, introduced 
i Senator Russell on January 15, 1951, at the request of the De et 
ment of the Army, authorized the General Services Administration 
transfer a building which was surplus to its needs to the Department 
of the Army without reimbursement. 5S. 466 was reported favorably 
by the committee, without amendment, on September 18 (S. Rept. No. 
782) and passed the Senate on October 1,1951. It was reported favor 
ably in the House on October 5, approved by that body on October 
16, and became Public Law 205 on October 24, 1951. 
ee ae of Phoenia, Ariz., building 
S. 718, Public Law 74, to authorize the lease and purchase by th 
U7 ae d States of the Young Men’s Christian Association Building and 
premises in Phoeni#, Ariz.—This bill was introduced in the Senate by 
Senator Hayden on January 29, 1951. It authorized the Administr: 
tor of General Services to negotiate a lease-purchase agreement with 
the Young Men’s Christian Association at Phoenix, Ariz., to provide 
that the United States lease the building and premises and pay rent 
to be applied against the purchase price so that at the end of ! 
years title will vest in the United States Government. In executive 
session the committee amended the bill to prohibit the Administrator 
from paying in excess of the appraised value of $290,000 for the 
property. 

718 was reported favorably with an amendment on May 10 (S. 
Rept. No. 319), passed the Senate May 17, was reported favorably by 
the House Committee on Expenditures on June 21 (H. Rept. No. 633), 
ee the House, and became Public Law 74 on July 11, 1951. 
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1AO scrutiny of nonadvertised contracts 

S. 921, H.R. 2574, Public Law 245, to amend section 304 of the Fed 
eral Property and Administrative Services Act of 1949, and section } of 
the Armed Services Procurement Act of 1947S. 921 was introduced 
by Senator McClellan on February 21, 1951. It amended the two 
statutes cited to require that all contracts negotiated without acvertis 
ing under the authority of those acts, shall include a clause authorizing 
the Comptroller General of the United States or his authorized re “9 
sentative to examine pertinent records of nt pees or subcontractors, 
at any time until the expiration of 3 years after final payment. This 
provision is similar to one contained in Public Law 921, Eighty-first 
Congress, the First War Powers Act, which was formerly in effect. 
The ‘Dep: irtment of Defense objected to the proposal because it fe ya 
that the General Accounting Office would exercise the requested « 
thority indiscriminately and that, as a result, certain contractors or 
subcontractors would be reluctant to submit bids. During consider- 
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ible debate on the floor of the House, it was pointed out that this 
thority is permissive, and would only be exercised by the General 
Accounting Office when there is reason to believe that a contractor has 
taken a dyant: ige of the Government or has negotiated a contract that 
s not t equitable. 

‘1 was reported without amendment by the Senate Committee on 
Expenditures in the Executive Departments on August 1 (S. Rept. No. 
403), and H, R. 2574 was reported favorably without amendment by 
the ITouse ¢ ‘ommittee on Expenditures 1 in the Executive Departments 
on August 6, 1951 (H. Rept. No. 791). S. 921 was substituted, with 
he House amendments, and became Public Law 245 on October 31, 
1951. 

Sale of Chicago, I1l., building 

982, H.R. 3046, H.R. 3048 9, Public Law 116. to authorize the sale 
if he Chic ago Appraisers’ Sones Building to the city of Chicago— 
lhis bill was introduced by Senator Douglas on February 27,1951. It 
proposed that the Administrator of General Services be authorized to 
ll the Chicago Appraisers’ Stores Building and land to the city of 
Chicago at the : appraised fair market value. This would make avail- 
able a right-of-way for a superhighway through that city, selected 
by the Bureau of Public Roads, and approved by the Department of 
Defense. 

A companion bill, H. R. 3049 (Yates), was reported favorably on 
June 25, 1951 (H. Rept. No. 640), passed the House, and was referred 
to the Senate Committee on Expenditures in the Executive Depart- 
ments which reported it favor: iis without amendment on July 26 
S. Rept. No. 582). H. R. 3049 then passed the Senate, and became 
Public tae 115 on August 20, 1951. 

Property conveyance in St. Johns County, Fla. 

8. 1214, H. R. 3510, Public Law 127, authorizing conveyance of a 
certain tract of land in the State of Florida to the St. Augustine Port, 
Waterway, and Beach Commission.—This bill was introduced by Sena- 
tors Holland and Smathers, for the purpose of transferring without 
monetary consideration to a governmental subdivision of the State of 
Florida certain land and improvements in St. Johns County, which 
was acquired by the Federal Government without payment, for the 
purpose of constructing a Coast Guard station. The station was never 
built and the governmental subdivision desires use of the property, 
declared surplus by the Federal Government, for local public purposes. 
S. 1214 was reported favorably, with amendments, by the committee 
on July 26 (S. Rept. No. 583), and passed the Sen: ite, as amended, on 
August 9,1951,. A companion bill, H. R. 3510, was reported favorably 
with amendments, in the House on August 6, 1951 (H. Rept. No. 792). 
On August 20, 1951, the House passed S, 1214 in lieu of H. R. 3510 and 
the bill beeame Public Law 127 on August 28, 1951. 
l'ransfer v Decatur, Il., property to Navy 

. 1. R. 3585, Public Law 163, to authorize and direct the 
Minin siridboe of General Services to transfer to the Department of 

Navy certain property located in Decatur, 1U.—This bill was 
utroduced by Senator Russell, by request, on April 18, 1951. It pro- 
posed transfer of excess property under the jurisdiction of the General 
Services Administration, to the Department of the Navy for use in 
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the manufacture of certain supplies and materials used in the defense 
effort. H.R. 3585 was reported favorably without amendment by the 
House Committee on Expenditures in the Executive Departments oy 
August 6 (H. Rept. No. 793), passed the House on August 20, was 
referred to the Senate Committee on Expenditures in the Executive 
Departments, and was reported favorably without amendment on 
September 18, 1951 (S. Rept. No. 783). H. R. 3585 passed the Senate 
and became Public Law 163 on October 10, 1951. 

Transfer of Mississippi property to Air Force 

S. 1673, H. R. 4259, Public Law 130, to authorize and direct th, 
Administrator of General Services to transfer to the Department oj 
the Air Force certain prope rty located in the State of Mississippi. 
S. 1673, introduced by Senator Russell, by request, on June 13, 1951, 
proposed transfer without reimbursement of excess property, pri 
cipally two tracts of land, from the General Services Administratio: 
to the United States Air Force for its use at Keesler Air Force Base, 
Harrison County, Miss. 3S. 1673 was reported favorably, without 
amendment, by the committee on July 26, 1951 (S. Rept. No. 581), 
Likewise H. R. 4259 was reported favorably without amendment by 
the House Committee on Expenditures in the Executive Departments 
on August 6, 1951 (H. Rept. No. 794). S. 1673 passed the Senate, 
was substituted for H. R. 4259 in the House, and became Public Law 
130 on August 29, 1951. 

Repeal of obsolete property laws 

S. 1952, Public Law 247, to amend or repeal certain Government 
property laws, and for other purposes.—This bill, introduced by Sen- 
ator McClellan, was drafted by the General Services Administration 
at the request of the committee, and proposed repeal of laws which 
have become obsolete or inoperative, or are in conflict with recent 
legislation relating to the acquisition and disposition of public prop- 
erty. By authority of Public Law 152, the Administrator of General 
Services must recommend statutory changes to remove provisions of 
laws which are in conflict with the Federal Property and Adminis- 
trative Services Act of 1949, as amended. This bill repealed, modified, 
amended, or changed sections or parts of laws, some of which have 
been on the statute books since 1882. 

S. 1952 was considered by the committee, was reported favorably 
on September 24 (S. Rept. No. 797), passed the Senate, was referred 
to the House Committee on Expenditures, and reported by it with 
amendments on October 8, 1951 (H. Rept. No, 1105). S. 1952, as 
amended by the House, was approved as Public Law 247 on Octo- 
ber 31, 1951. 

Repeal of obsolete Federal records laws 

S. 1967, H. R. 4730, Public Law 209, to amend or repeal certain laws 
relating to Government records, and for other purposes.—This bill 
was drafted by the General Services Administration, and introduced 
in the Senate by Senator John L. McClellan on August 9, 1951. The 
purpose of S. 1967 was to repeal or amend laws which were super- 
seded by more recent legislation dealing with Federal records man- 
agement, and with the disposal of records maintained by the Federal 
departments and agencies. S. 1967 was reported by the committee 


on September 20, with amendments (S. Rept. No. 786), and passed 
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the Senate on October 1, 1951. It was then referred to the House 
Committee on Eexpenditures in the areetaTe Departments which 
reported the bill on October 5 (H. Rept. No. 1102). §S. 1967 then 
passed the House, and was approved by the President on October 25 
1951, as Public Law 209. This act, and Public Law 247, outlined above, 
resulted in the repeal or amendment of 234 specific provisions of law. 


. 


Transfer of excess building to Secre tary of the Interior 

. 2043, i. R. 6192, Public Law 505, to authorize the transfe rT of 

tain property by the Administrator of General Services to the Sec- 
tary of the Interior.—S. 2043, introduced by Senator McClellan on 
August 23, 1951, authorized the Administrator of General Services to 
transfer a one-story frame building which was declared excess to 
the needs of the Department of Commerce, to the Department of the 
Interior, without reimbursement. The building is located at Everett, 
Wash., and is being utilized in the field activities of the Bureau of 
Indian Affairs. Ss. 2043 was reported favorably by the committee 
without amendment on April 24 (S. Rept. No. 1480), passed the Sen- 
ate, and was referred to the House Committee on Expenditures in 
the Executive Departments which reported it favorably on June 27, 
2 (H. Rept. No. 2333). S. 2043 passed the House on July 2, and 
was approved by the President on July 11, 1952, as Public Law 505. 
Trans fe r of surplus New Jersey magne sium foundry to Navy 

8. 2223, H. R. 5605, Public Law 335, to authorize and direct the 
Administrator of General Services to transfer to the Department of 
the Navy the Government-owned magnesium foundry at Teterboro, 
VY, J—This: bill was introduced by Senator Smith, of New Jersey, 
on October 4, 1951. It authorized the Administrator of General Serv- 
ices to transfer a magnesium foundry plant together with about 7 
acres of land, which was declared excess to the needs of the owning 
agency, to the Department of the Navy, without transfer of funds, 
The plant is of great importance to the accelerated aircraft procure- 
ment program, §. 2223 was reported favorably by the committee 
without amendment on April 1 (S. Rept. No. 1359), passed the 
Senate, was referred to the House Committee on Expenditures in the 
Executive Departments where it was reported without amendment on 
April 23 (H. Rept. No. 1808), passed the House on May 5, and was 
ipproved by the President on May 13, 1952, as Public Law 335. 
Sones War Powers Act 

S. 2421, Public Law 426, to amend and extend title II of the First 
War Powers Act, 1941.—This bill was introduced by Senator Russell, 
hy request. It was made necessary by the termination on June 30, 
1952, of the war powers of the President as fixed in Public Law 921, 
approved January 12, 1951. (For details see S. Rept. No. 1, 82d 
Cong., by this committee.) The bill extended for a year, until 
June 30, 1953, the power of the President to authorize a Govern- 
ment agency exercising defense functions (1) to amend or modify 
contracts, (2) to permit advance Ba on advertised contracts, 
\3) to waive bond requirements on contracts without regard to the 
provisions of existing statutes relative to the making, performance, 
modification, or amendment of contrac ts, and (4) to indemnify con- 
tractors against special defense hazards including war risks, whenever 
such action would facilitate the defense program. 
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S. 2421 was reported favorably on May 1 (S. Rept. No. 149s), 
passed the Senate on May 12, was reported favorably by the House 
Committee on the Judiciary on June 26, and became Public Lay 
No. 426 on June 30, 1952. 

Transfer of excess aircraft plant at Fort Worth, Tex., to Navy 

S. 3051, H. R. 7547, Public Law 508, to authorize the Administrator 
of General Services to transfer to the Department of the Navy, with- 
out reimbursement, certain property at Fort Worth, Tex.—This bill 
was introduced by Senator Russell, by request, on April 22, 1959, 
It authorized the Administrator of General Services to transfer the 
Globe Aircraft Plant at Fort Worth, Tex., to the Department of the 
Navy, without reimbursement. The building, with about 156 acres 
of land, was formerly owned by the Reconstruction Finance Corpora 
tion, but was declared surplus and transferred to the General Services 
Administration for disposal. S. 3051 was reported favorably without 
amendment by the committee on June 11 (S. Rept. No. 1730), passed 
the Senate, was referred to the House Committee on Expenditures in 
the Executive Departments, which also reported it favorably without 
amendment on June 27 (H. Rept. No. 2334), and was approved as 
Public Law 508 on July 11, 1952. 

Transfer of surplus property to Navy 

S, 3052, H. R. 7546, Publie Law 507, to authorize certain land and 
other property transactions, and for other purposes.—This bill was 
introduced by Senator Russell, by request, on April 22, 1952. It au- 
thorized the Administrator of General Services to transfer two parcels 
of surplus property to the Department of the Navy for use in connee- 
tion with research and the housing of naval personnel. It further 
authorized the Administrator of the Housing and Home Finance 
Agency to transfer certain water-pipe lines and other utilities to the 
Navy, without reimbursement. This property was stated to be a 
essential part of the Navy’s Underwater Sound Laboratory. 8. 3052 
was reported favorably by the committee on June 11 (S. Rept. No 
1731) ; was amended on the floor of the Senate before passage on June 
21, and was reported favorably, as amended, by the House Committee 
on Expenditures in the Executive Departments on June 27, 192 
(H. Rept. No. 2335). S. 3052 passed the House, and was approved 01 
July 11, 1952, as Public Law 507. 

Amend Federal Property and Administrative Services Act 

S. 3063, H. R. 5350, Public Law 522, to amend further the Federd 
Property and Administrative Services Act of 1949, as amended, and 
for other purposes.—S. 3063 was introduced by Senator McClellan, 
by request, on April 24,1952. It was recommended by the Adminis- 
trator of General Services and proposed amendment of the Federal 
Property and Administrative Services Act of 1949 relative to the re- 
turn of certain lands to the public domain for eventual disposal; ex 
panded the definition of property within “contractor inventory’: 
increased the capital of the general supply fund; and required that 
GSA prices include costs of procurement and handling. Among other 
principal features, the bill provided that the Administrator make dis- 
tribution of excess property among Government corporations at prices 
proper for reimbursement; repealed sections controlling the transfer 
of excess property among defense and other agencies; authorized the 
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disposal of surplus property by the Administrator on a negotiated 
basis until June 30, 1953; authorized transfer of specified Government 
real property; and authorized a buildings management fund to cover 
relevant expenses, 

Before action was concluded by the Senate committee on S. 3063, 
ithe House Committee on Expenditures in the Executive Departments 
reported favorably with amendments a companion bill, H. R. 5350, 
on March 17, 1952 (H. Rept. No. 1524), which contained substantially 
thesame provisions. H. R. 5350 passed the House on May 19 and was 
referred to the Committee on Government Operations, which reported 
the bill favorably with amendments on July 2, 1952, which raised the 
ceiling of the general supply fund from $75 to $150 million, and placed 
a ceiling of $10 million on the buildings management fund (S. Rept. 
No, 2075). It passed the Senate on July 3, the House agreed to 
Senate amendments on July 4, and the bill was approved by the Presi- 
dent on July 12, 1952, as Publie Law 522. 

The broad scope of S. 3063 and H. R. 5350 touches directly or indi- 
rectly the subject matter of a variety of other bills which were intro- 
duced during the Eighty-second Congress. This holds particularly 
for S. 2695, S. 3302, and S. 3123 which are separately discussed, but 
which include a reference to S. 3063 or H. R. 5350 in each ease. 


Conveyance of land to and from the United States 


H. R. 4337, to authorize certain land and other property trans- 
actions.—This bill was introduced by Representative Vinson on June 
5, 1951, and referred to the House Committee on Armed Services. It 
authorized the Secretary of the Navy (1) to convey parcels of land 
situated in Maryland to the State of Maryland so long as such parcels 
are used by the State for public street purposes; (2) to accept on 
behalf of the United States a parcel of land situated in New Orleans, 
La.; and (3) to grant certain easements over Navy Department prop- 
erty. It also authorized the Administrator of General Services to 
transfer real property to the Department of the Navy. 

H. R. 4337 was reported, with amendments, by the House Commit- 
tee on Armed Services on February 20 (H. Rept. No. 1395), and 
passed the House on March 3, 1952. It was referred to the Senate 
Committee on Government Operations which favorably reported it, 
without amendment, on April 28, 1952 (S. Rept. No. 1488). It then 
passed the Senate and became Public Law 339 on May 13, 1952. 
Conveyance of lighthouse to North Carolina 

H. R. 5230, Public Law 211, providing for the conveyance to the 
State of North Carolina of the Currituck Beach Lighthouse Reserv- 
ation, Corolla, N. C—This bill was introduced by Representative 
Bonner on October 12, 1951. It authorized the Administrator of 
General Services, upon the payment of $3,000, to transfer by quit- 
claim deed to the State of North Carolina, all Federal rights in land 
and improvements constituting the Currituck Beach Lighthouse 
Reservation, other than a small parcel of land on which are situated 
the lighthouse and two other structures. It also made provision for 
a toll road and for an electrical distribution line on property to 
beconveyed. Finally H. R. 5230 reserved to the Federal Guvetiinnenh 
the right of recapture of this property if the State of North Carolina 
ceases to use the area for muskrat experimei:tation and for recrea- 
tional purposes. 
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H. R. 5230 was reported favorably with amendments by the House 
Committee on Expenditures in the Executive Departments on August 
5 (H. Rept. No. 1103), passed the House, and was referred to the 
Senate Committee on Expenditures in the Executive Departments 
which reported the bill favorably on October 18, 1951 (S. Rept. No. 
1023). H. R. 5230 then passed the Senate and was approved by the 
President on October 25, 1951, as Public Law 211. 


Return of surplus VA land to Texas County 

H.R. 5567, Public Law 560, to provide for the conveyance to Potter 
County, Tex., of certain surplus lands located at the Veterans’ Ad- 
ministration hospital near Amarillo.—This bill was introduced by 
Representative Rogers of Texas on July 3, 1952. It authorized the 
Administrator of General Services to convey to Potter County ap- 
proximately 297 acres of surplus land adjacent to the veterans’ hospital 
near Amarillo, Tex. This land was part of a 364-acre tract originally 
conveyed to the Government by Potter County in consideration of 
the appraised value of $3. When the property was declared surplus 
for disposal, the county requested its return for use in connection 
with the development of a public park and for the widening of United 
State Highway No. 66. 

H. R. 5567 was reported favorably with amendments by the House 
Committee on Expenditures in the Executive Department (H. Rept. 
No. 2477), and also passed the House on its date of introduction. It 
was then referred to the Senate Committee on Government Opera- 
tions, and reported favorably without amendment July 4, 1952 (S. 
Rept. No. 2098). It was approved by the President as Public Law 
560 on July 16, 1952. 


Bills Which Did Not Become Law 


Reestablishment of registers of land offices 

S. 4, to reorganize the Bureau of Land Management.—This bill was 
introduced by Senator McCarran on January 8, 1951, and is the same 
as S. 28 of both the Eightieth and Eighty-first Congresses. S. 4 
proposed reestablishment of the offices of registers of district land 
offices, and authorized appointment of a Diretcor and an Associate 
Director of the Bureau of Land Management. The bill dealt with 
internal management problems of the Bureau of Land Management, 
and classified the Director and Associate Director and the registers 
of district land offices as policy-forming officers, subject to Presidential 
appointment. These provisions would have, in effect, repealed cer- 
tain provisions of Reorganization Plan No. 8 of 1946, which brought 
all officers below the Director under the classified civil-service system. 

The identical bill of 1947 was reported without recommendation, 
and was then referred to the Committee on Interior and Insular 
Affairs. Upon favorable report by the new committee, it passed the 
Senate on June 16, 1947, but failed of approval in the House of 
Representatives. 

Pending S. 4 was referred to the Subcommittee on Reorganization. 
The committee voted to postpone action on S. 4 indefinitely. 


Authorization to submit reorganization plans relative to defense 


S. 101, H. R. 1545, to add a new title ITI to the Reorganization Act 
of 1949.—This bill was introduced by Senator McClellan, by request, 
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on January 8, 1951, as a companion measure to S. 2421 which became 
Public Law 426, approved June 30, 1952. S. 2421 extended title IT 
of the First War Powers Act, 1941, by a year to June 30, 1953, 5. 101 
was originally included as title I of a general proposal, 5. 2466 of 
the Kighty-first Congress, to extend the national emergency powers 
of the President. The Congress approved title II of the general 
proposal relative to the renegotiation of contracts, but withheld action 
on title I pending further study in the Eighty-second ( ongress. 

The purpose of S. 101 was the addition of a new title III to the 
Reorganization Act of 1949, authorizing the President to submit 
reorganization plans to the Congress in respect to matters relating to 
national security or defense. If not objected to by either the House 
or the Senate within 15 days after submission to the Congress, such 
plans would become effective. Sixty days are required for disapproval 
of other plans included in the original act. ; 

Hearings on S. 101 were held on January 23, 1951. The bill was 
reported with an amendment on January 26 (S. Rept. No. 45), and 
passed the Senate with amendments on February 5, 1951. The com- 
panion bill, H. R. 1545, was reported favorably by the House Com- 
mittee on Expenditures in the Executive Departments on March 5, 
but failed of passage in the House on March 13, 1951. 

Conditional gifts for defense 

S, 1230, to authorize the acceptance of conditional gifts to further 
the defense effort.—This bill was introduced by Senator McClellan, 
at the request of the Treasury Department, for the purpose of enabling 
the Government of the United States to accept gifts of money and 
other property, real and personal, as well as services, conditioned upon 
their use for a particular purpose. Under existing law, the Govern- 
ment can only accept unconditional donations, because ail money 
received by the Treasury Department, whether in cash or in the form 
of property which has been converted into cash, must be covered into 
the miscellaneous receipts account, whereupon its availability is wholly 
contingent on whether Congress subsequently decides to make an 
appropriation. Legislation similar to S. 1230 which was enacted 
during World War II was repealed after the Government received 
nore than $6,000,000 worth of conditional gifts. S. 1230 was reported 
favorably, with an amendment, by this committee on May 9 (S. Rept. 
No. 316), and passed the Senate on May 17, 1951. It was referred 
to the House Committee on Armed Services where no further action 
was taken. 


Settlement of accounts 


S. 1231, to amend the Budget and Accounting Procedures Act of 
1950 with respect to the period for settlement of accounts.—The bill 
was introduced by Senator McClellan, by request, on March 29, 1951, 
and referred to the Senate Committee on Expenditures in the Execu- 
tive Departments. It proposes technical changes with reference to 
final settlements by the General Accounting Office of monthly and 
ay accounts maintained by disbursing, accountable, or certi- 
ying officers of the Government. In view of the discussions by the 
committee with the executive agencies relative to taking care of this 
situation by regulation or administrative order rather than a statute, 
the committee indefinitely postponed action on S. 1231. 
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Reorganization of State Department 


S. 1389, H. R. 4084, to reorganize the Department of State in the 
interest of economy, efficiency, and a more efficient administration of 
foreign affairs. —This bill, introduced by Senators Case and Hendrick. 
son on April 26, 1951, would have abolished the Department of State 
and the Office of the Secretary of State and established in its place a 
Department of Foreign Affairs, headed by a Secretary of Foreign 
Affairs. 

A staff analysis was made of the effect of this bill on the conduct 
of American foreign affairs and the existing structure and operation 
of the Department of State. This analysis showed that the present 
organization of the Department was based largely upon the recom- 
mendations of the Hoover Commission, virtu: lly all of which had 
been implemented either by legislation or administrative action by the 
Secretary of State. From an administrative standpoint, the Depart- 
ment appeared to have reached a high point of efficiency. The staff 
analysis concluded that S. 1389 would make serious and far-reaching 
changes in the structure and administration of the Department, elimi- 
nating most of the structural and administrative advances recently 
accomplished. On the basis of these findings, further action on the 
bill was deferred by the committee. 

Lease-purchase agreements 

S. 1621, S. 2137, H. R. 4323, to authorize lease-purchase agreements 
by the Administrator of General Services of real property and struc- 
tures for Government use.—S. 1621 was introduced by Senator Me- 
Clellan on June 8, 1951. It authorized the Administrator of General 
Services to enter into lease-purchase agreements, not to exceed 25 
years, with respect to existing or future properties, whenever avail- 
able space in an area fails to meet needs of the Government. No 
annual payment shall exceed 15 percent of fair market value of the 
property. 

After hearings by the committee the minimum term of lease-pur- 
chase agreements was raised from 5 to 8 years. Clarifying amend- 
ments were inserted to make the bill more workable and to protect 
existing restrictions and authorities contained in the procurement and 
leasing of buildings for Government use. A new committee bill con- 
taining these changes, S. 2137, was introduced by Senator McClellan 
and reported favor rably to the Senate on September 18, 1951, in lieu 
of S. 1621 (S . Rept. No. 784). 

In the meantime, a similarly revised bill, H. R. 4323, introduced in 
the House of Representatives by Congressman Trimble, was reported 
favorably with amendment by the Committee on Expenditures in the 
Executive Departments on February 29 (H. Rept. No. 1457), passed 
the House on May 15, 1952, and was referred to the Senate where 
it was placed on the Consent Calendar. Whenever S. 2137 or H. R. 
4323 was called up on that calendar, it was objected to either by the 
Chairman of the Public Works Committee or on his behalf, and 
neither bill therefore made any further progress. 

H. R. 6839 proposed similar lease-purchase powers for the Post- 
master General to lease postal quarters. After favo rable committee 
reports (H. Rept. No. 1520, dated March 17, 1952; and S. Rept. No. 
1868, dated July 4, 1952), it passed the two Houses in succession but 
failed of passage by pocket veto on July 19, 1952. 
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Decentralization of Federal personnel from District of Columbia 

S. 1623, 8S. 2251, to amend the Federal Property and Administra- 
tive Services Act of 1949, as amended, to authorize the decentraliza- 
tion of certain Government personnel, and for other purposes.—S. 
1623 was introduced by Senator McClellan on June 8, 1951, with the 
cosponsorship of Senators Dworshak and Hennings. It authorized 
the Administrator of General Services, after consultation with the 
heads of the executive agencies affected, to transfer not less than 50,000 
Federal positions from the District of Columbia and its immediate 
vicinity, to places elsewhere in the United States; and directed the 
demolition of temporary Government buildings thereby vacated. The 
bill transferred the control of office furniture and equipment owned 
or leased by the Government to the General Services Acininiet ration. 

After hearings on the original bill, S. 1623, the staff was directed to 
redraft the bill to incorporate various amendments. The amended 
bill was considered by the committee in executive session, and after 
further hearings, the committee, in lieu of S. 1623, reported a new 
committee bill, S. 2251, on October 11 (S. Rept. No. 939) which passed 
the Senate on October 19, 1951, and which was referred to the House 
Committee on Expenditures in the Executive Departments where no 
further action was taken. 

Suppression of information 

S. 2190, H. R. 5560, to prohibit the unreasonable suppression of non- 
nilitary information by the executive branch of the Government.— 
This bill, introduced by Senators Bricker, Capehart, and Ferguson, 
on September 28, 1951, provided only that “Executive Order No. 10290, 
dated September 24, 1951, is hereby repealed.” In the order, the 
President of the United States prescribed minimum standards for 
the classification and transmission within the executive branch of 
official information relating to the security of the Nation. It author- 
ved the “heads of executive departments and agencies” to assign, 
within specified categories, the classification to be given to any official 
information “the safeguarding of which is necessary in the interest 
of national security, and which is classified for such purposes,” by the 
heads of the originating agencies. 

The bill was referred to this committee and a careful staff analysis 
was made to determine (1) whether Congress possessed constitutional 
authority to repeal the order; and (2) if Congress had such authority, 
whether the form and content of S. 2190 were adequate to accomplish 
repeal. The analysis concluded that Congress possessed constitutional 
withority but that affirmative legislation was necessary rather than the 
simple repeal provisions of S. 2190. It was therefore recommended 
that the bill be amended to set forth in detail the provisions of the 
order which conform with the views of Congress, as well as other 
requirements deemed necessary by Congress. 

_In arriving at this conclusion, the staff pointed out (1) that Execu- 
tive Order No. 10290 is an administrative regulation defining how sub- 
ordinates of the Chief Executive should perform their duties and 
exercise their discretion ; (2) that the President had the constitutional 
withority to issue the order under his general power of direction over 
the executive branch; (3) that this authority is not an exclusive power 
specifically conferred upon the President by the Constitution, but is 
implied from his position as Chief Executive with a constitutional 
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obligation faithfully to execute the laws, and from his power to appoi 
and remove subordinates ; (4 ) that this authority is limited stric tly to 
such Presidential action as is not in conflict with congressional actio) 
which is constitutionally authorized; (5) that if the Congress has the 
constitutional power to legislate on the subject matter of the order. 
it could cover the field to the exclusion of the President; (6) tha; 
since the order was issued to enforce laws which relate to interna] 
security, espionage, and the safeguarding of classified and security 
information, and since the Constitution clearly gives the Congress 
the power to legislate with respect to such matters, the order could be 
modified, suspended, or repealed by act of Congress; and (7) that in 
view of the fact that the Presidential action was constitution: lly valid 
at its inception, Congress should take desired action on the basis of 
affirmative legislation. 

The committee voted on January 16, 1952, to defer action on § 
2190, 


Federal payment of State-local property taxes 

S. 2268, H. R. 5223, to establish a general policy and procedures 
with respect to payments to State and local governments on accor 
of Federal real prope rly and tangible Pe rsonal proper ty. —The bill 
was introduced by Senator Humphre; y by request on October 12, 195 
and referred to the Senate Committee on Expenditures in the Exec 
tive Departments. 

S. 2268 is a comprehensive technical proposal which would replac 
some 20 piecemeal statutory provisions with five broad types of tax 
payments to State and local governments on federally owned real 
estate which is now largely exempt from local property taxes. It was 
drafted by the Bureau of the Budget at the urgent request of interested 
groups, and reflects much work with interested parties both inside and 
outside of the Federal Government on a long-time problem which 
grows more acute as the Federal Government removes additional prop- 
erty from local tax rolls. 

S. 2268 provides in most instances for Federal payment of local taxes 
or assessments on Federal property, on the basis of the factors used in 
determining property taxes. Federal payment of special assessments 
for local improvements would also be authorized. The bill does not 
cover public-domain lands which are now frequently subject to revenue- 
sharing arrangements, and which have never been on the local tax rolls. 
Nor does the bill apply within the District of Columbia, or the island 
possessions of the Nation. 

The bill leaves blank for committee determination the cut-off date 
which will fix the number of Federal property acquisitions to be 
covered. Ifthe cut-off date is adopted which limits payments to prop- 
erties acquired since January 1, 1946, new total Federal expenditures 
of $32.3 million a year will occur. The comparable figures would be 
$23.7 ition as of July 1, 1950, when the Korean action started; and 
$111.2 million as of September 8, 1939, before World War II. A» 
extended memorandum by the Bureau of the Budget discussing all 
phases of S. 2268 appears in the Congressional Record (Oct. 12, 1951 
pp. 13320-13325). 

A closely related bill, S. 1519, was introduced by Senator Nixon on 
May 22, 1951, and referred to the Committee on Interior and Insular 
Affairs which has not yet taken any action. This much briefer bill 
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proposes & 12-member commission to establish standards which will 
vovern Federal reimbursements to State and local governments on 
account of their tax losses because of Federal holdings of real 
property. ; ; : 

Another closely related proposal is House Resolution 414, introduced 
by Representative Latham, on September 27, 1951. It established a 
subcommittee of the House Ways and Means Committee to study du- 
plication and overlapping of Federal, State, and local taxes, and to 
report by the end of the Eighty-second Congress. On March 11, 1952, 
State-local-county representatives met with this subcommittee and 
weed that this study of the allocation of tax resources wait on the 
study of both functions and taxes such as is provided for in S. 1146, 
The latter bill, described elsewhere in this report, proposed a tempo- 
rary national commission on intergovernmental relations in line with 
recommendations made by the Hoover Commission. In its discussions 
of S. 2268, the committee members indicated that it might be prefer- 
able to create a special Commission on Intergovernmental Relations 
as recommended by the Hoover Commission and proposed in 8. 1146, 
so that the Congress could have the benefit of recommendations from 
such a commission before acting on S. 2268. 

S. 2268 was circulated by the committee to all interested agencies 
with a request for their views. The replies are being used in the 
drafting of a new bill which may be introduced at the forthcoming 
Eighty-third Congress. 

l rans fe r of New York City island 

S, 2466, H. R. 6129, to provide for the transfer of certain lands, and 
interests in lands, at Mill Rock Island in the East River, N. Y.—S. 
2466 was introduced by Senator Lehman, and was also supported by 
Senator Ives. It proposed the transfer of Mill Rock Island, located 
inthe East River opposite Ninety-third Street in New York City, to 
the city of New York for park purposes. In exchange, the use of other 
park sites was granted to the Department of the Army, without consid- 
eration, for the placement of antiaircraft batteries at strategic loca- 
tions within New York City. 

H. R. 6129 was reported favorably with amendment by the House 
Committee on Expenditures on May 12 (H. Rept. No. 1919), and 
passed the House on June 2, 1952. In the Senate it was ordered favor- 
ably reported without amendment on July 1, 1952 (S. Rept. No. 1991). 
Neither bill made further progress. 


Veterans’ preference on surplus reclamation property 

S. 2695 (S. 3063, H. R. 5350), to grant veterans a preference to 
purchase certain real property acquired under the reclamation laws 
and no longer needed for the purpose for which it was acquired — 
S. 2695, introduced by Senator Case on February 20, 1952, proposed 
amendment of section 203 of the Federal Property and Administra- 
tive Services Act of 1949, as amended, to give veterans of World War 
II, and of the Korean conflict, or their widows or children, pref- 
erence in purchasing surplus real property acquired under the recla- 
mation laws, 
_ This bill was referred to the Senate Committee on Expenditures 
in the Executive Departments where it was determined in executive 
session that its purpose could be attained by the provisions of H. R. 

8, Rept. 5, 83-1——4 
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5350, which was pending before the committee at the same time. The 
committee therefore voted to postpone action indefinitely on S. 2695. 
and instead reported favorably H. R. 5350, which was approved oy 
July 12, 1952, as Public Law 522 (see H. R. 5350 for further 
discussion ). 

Transfer of property to defense agencies 

S. 3053, to authorize certain land and other property transactions — 
This bill was introduced by Senator Russell on April 22, 1952, at 
the request of the Department of Defense. It contained provisions 
for transferring a large number of parcels of land and buildings from 
the Housing and Home Finance Agency or the General Services Ad- 
ministration, to the Departments of the Army, the Navy, and the 
Air Force. The bill also provides for transferring certain property 
to the Federal Security Agency, the Panama Canal, and the Nationa] 
Advisory Committee for Aeronautics. 

Reports were requested from the various departments and agencies 
relative to the advisability of transferring these properties as con- 
templated. The responses indicated that information was incomplete 
on some of the properties, and that in other cases the property had 
been transferred or had been altered by improvements to such an 
extent that the description and information contained in the bill was 
not accurate or sufficient for statutory action. No action was there- 
fore taken on 8. 3053 before the close of the Eighty-second Congress 
because of incomplete and insufficient information. 


Government banking facilities 


Y 


S. 3062, to authorize certain transactions by disbursing officers of 
the United States, and for other purposes.—This bill was introduced 
by Senator McClellan by request on April 24, 1952. It authorized 
United States disbursing officers to cash and negotiate checks, drafts, 
bills of exchange, and other instruments payable in United States and 
foreign currencies, for official or accommodation reasons, for: (1) All 
veterans of the Armed Forces hospitalized or domiciled in institutions 
operated by United States agencies; and (2) all contractors and per- 
sonnel engaged in United States Government projects. The bill also 
authorized disbursing officers overseas to cash checks of all citizens 
of the United States when satisfactory banking facilities are not 
available. 

This proposal was the subject of reports requested from the Depart- 
ment of the Treasury, the Bureau of the Budget, and other affected 
agencies. No action was taken by the committee because of opposi- 
tion to certain features of the bill by the General Accounting Office. 
The staff will submit a report on the bill to the committee at the start 
of the Eighty-third Congress. 


Motor pools and office furnishings 

S. 3064, H. R. 4924, authorizing the Administrator of General Serv- 
ices to operate motor-vehicle pools, to provide office furniture and 
furnishings; and to report unauthorized use of Government vehicles.— 
This bill was introduced by Senator McClellan by request on April 
24,1952. It transferred to the Administrator of General Services. al 
functions with respect to acquiring and assigning passenger-carry ng 
motor vehicles, for use by executive agencies; it authorized the Ad- 
ministrator, when agencies are moved to other locations, to move only 
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such furniture, furnishings, and office equipment as thereby becomes 
available more economically and efficiently at the new location; it di- 
rected him to determine when an agency has personal property in 
excess of a reasonable inventory, and if the agency head does not jus- 
tify his holdings within a reasonable time, to order a transfer to other 
agencies; and, finally, directed the Administrator to report the unau- 
thorized use of Government motor vehicles to the head of the agency 
concerned for further investigation and either disciplinary action or 
referral to the Attorney General. 

Reports on this bill were requested from the departments and agen- 
ies, the Bureau of the Budget, and the General Accounting Office. 
Most of them objected to certain provisions of the bill, particularly 
the proposed centralized motor-vehicle pool under the General Serv- 
ices Administration. Objection was also raised to GSA determina- 
tion of what office furniture and equipment may be moved, as jeopar- 
lizing the position of the agency head because such furniture and 
equipment are a necessary feature of agency operation. 

Meanwhile, similar H. R. 4924 was reported favorably with an 
amendment by the House Committee on Expenditures in the Execu- 
tive Departments on March 17 (H. Rept. No. 1523), and passed the 
House on May 7, 1952. In the Senate, this committee decided that, in 
view of the great amount of opposition, the bill needed further con- 
sideration before it could be reported. 

Repurchase of surplus military land by original owners 

8. 3123, to grant preference to original owners upon Federal sale of 
surplus land at military or naval installations —S. 3123 was intro- 
lueed by Senator Dirksen on May 7, 1952. It provided that land 
quired by the Federal Government by purchase, condemnation, or 
otherwise for use in connection with any military or naval installa- 
tion, and declared surplus, should be returned to the original owner or 
his lawful heirs upon the payment of the fair value thereof. 

The committee requested reports on the bill from the Bureau of 
the Budget, the Department of Defense, and the General Services 
Administration. These agencies did not recommend its approval in 
this form, but proposed that the general provisions of the Federal 
Property and Administrative Services Act should be amended to 
authorize the Administrator of General Services to give a preference 
to the original owners when disposing of surplus war property. In 
lieu of S. 3123, the committee therefore favorably reported H. R. 5350. 
As indicated elsewhere in the summary, H. R. 5350, which amended 
generally the Federal Property and Administrative Services Act, 
became Public Law 522 on July 12, 1952. 


Repurchase of surplus irrigation land by prior owners 

S. 3302, to grant preference to former owners upon Federal sale of 
surplus real property acquired under the reclamation laws.—This bill 
was introduced by Senator Johnson of Colorado on June 9, 1952. It 
gave prior owners of real property a preference with respect to pur- 
chase of surplus public lands, acquired in connection with irrigation 
projects under the reclamation laws, and directed to be sold by the 
{eneral Services Administration. Reports were requested from the 
executive agencies. The purpose of this bill could be better served 
under the provisions of H. R. 5350, which was a general amendment 
tothe Federal Property and Administrative Services Act. The com- 
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mittee therefore withheld action on S. 3302 in favor of H. R. 5350, 
which, as indicated elsewhere in the summary of that bill, became 


Public Law 522 on July 12, 1952. 
Property conveyance in Marion County, Ind. 

H. R.7573, to provide for the conveyance to the State of Indiana of 
certain surplus real property situated in Marion County, Ind.—This 
bill directed the Administrator of General Services to convey without 
reimbursement to the State of Indiana approximately 14 acres of 
surplus land, buildings, and other improvements, valued at $174,788, 
The property must, however, be used for housing and training of the 
Indiana National Guard, and its use reverts to the United States in 
time of war or of national emergency. 

This bill was reported favorably by the House Committee on Ex. 
penditures in the Executive Departments on May 12 (H. Rept. No. 
1920), ee the House, and was referred to the Senate on June 3, 
1952. Due to the rush of business and crowded calendar, no action 
was taken by the Senate Committee on Government Operations before 
adjournment. 


COMMITTEE ACTIVITIES ON OTHER THAN 
LEGISLATIVE PROPOSALS 


The earlier sections of this report have been concerned almost 
wholly with legislative proposals which have received committee con 
sideration. This section describes briefly a variety of other kinds of 
activity with which the committee was concerned during the Eighty- 
second Congress. 


Organization Charts of the Executive Branch 


Continuing a project initiated in the Eightieth Congress, the com- 
mittee publishes organization charts of the Federal executive depart- 
ments and agencies, at fixed intervals. The first of these charts, with 
an accompanying report, was issued as of January 1, 1947, and showed 
the organizational structure of every department and agency of the 
Government down to the division level. Subsequent charts and re- 
ports setting forth changes in Federal organization and number of 
employees, were first released at 6-month intervals. Two years ago 
the committee decided that the requirements for this information 
would be met by the issuance of the charts and reports on an annual 
rather than a semiannual basis. Hence, only one chart has been issued 
during each of the two past years, with data as of January 1, 1901 
and 1952, respectively. 

The information contained in the charts and reports is furnished 
to the committee by the departments and agencies of the executive 
branch, and reflects organization changes, and increases or decreases 
in number of employees for each Federal agency during the interven- 
ing period. The committee desires to acknowledge the excellent coop- 
eration of Federal officials in the work of compilation. That coopera- 
tion has helped greatly in the publication of an accurate and authorita- 
tive reference document which has quickly achieved great public coni- 
dence both within and without the Federal Government. A new chart 
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s now being prepared with data as of January 1, 1953, for release 
by the committee early in the Eighty-third Congress. 


Committee Study of Fees for Special Services 


On February 15, 1950, the committee directed the staff to report 
on the adequacy of fees charged for Federal services being rendered 
to special beneficiaries, including some services now extended with- 
out any charge, as distinguished from services rendered in the general 
public interest (see S. Rept. No. 1, 82d Cong.). On July 24, 1950, 
such a report was submitted to the Senate based on reports received 
from a selected group of agencies (S. Rept. No. 2120, 8ist Cong.). 
Copies of the report were sent to the chairmen of all standing com- 
mittees of both the Senate and House of Representatives. Their 
responses indicated an encouraging intent to utilize the report in 
relation to future legislation. 

Statutory language designed to stimulate adequate charges for 
special services by the Government was subsequently prepared by the 
General Accounting Office and the Bureau of the Budget at the re- 
quest of the Independent Offices Appropriations Subcommittee of 
the House Appropriations Committee. As a result, the independent- 
offices aspect of the Omnibus Appropriation Act of 1952 (title V), 
authorized Government agencies to make charges for services in cases 
where no charge is made at present, and to revise them where present 
harges are too low, except in cases where the law specifically provides 
that no charge shall be made, or fixes its amount in the law. 

The Director of the Bureau of the Budget was requested to survey 
agency fees and charges throughout the Federal Government, and 
submitted a report on January 28, 1952, describing the steps which 
had been taken since initiation of the program in 1950. He estimated 
that a total of almost $50 million of new revenue annually is already 
insight from the above program, as follows: Additional charges of 
$22.5 million per year are now being collected for a variety of special 
services; the 1953 budget is adding another $15 million annually of 
such fees under programs being formulated ; $9 million a year in in- 
creased revenues will be derived from increased rentals and service 
charges for quarters furnished by the Government to Federal civilian 
employees; and an additional $2 million will be received from fees 
for special services as to which detailed income estimates were not 
available at the time of the report. 

In January 1952, the General Accounting Office initiated a Nation- 
wide survey of the charges prevailing during calendar year 1951 
for the rent, utilities, and services connected with the Government- 
owned quarters which are provided Federal employees and others 
under authority of the act of March 5, 1928 (5 U.S. C. T5a).. Studies 
have since been made at more than 200 installations which operated 
approximately 37,000 rental units in 41 States and the District of 
Columbia, under the jurisdiction of six departments and establish- 
ments during 1951. This field work of the GAO was practically 
completed on June 30, 1952, and a report is now being prepared for 
the information of the Congress, the Bureau of the Budget, and the 
agencies concerned. 
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Special Studies and Investigations by Committee, Including 
GAO Reports 


The nature of the functions assigned to the committee by the Leg 
islative Reorganization Act of 1946, motivates requests by individual 
Senators for investigations of alleged violations of the law, inquiries 
from varied sources about Feder al activities alleged to be operating 
wastefully or inefficiently, and numerous requests for maincell; aneous 
financial analyses and other information, including the unauthorize 
use of appropriated funds. Many of these requests and inquiries ar 
of minor significance and require comparatively little attention. 1 
following text aiakes no attempt to cover all of them in full, | 
indicate briefly the nature of many of the studies and reports mac 
by the committee. The first 17 of the items listed concerned special 
investigations and reports of the General Accounting Office whic! 
“¢ made either by request of the committee or of its own volition 

Report on neglect of property, inc omplete and inaccurate recor s, 
je other irregularities i in the operation of Camp Carlson, Colora: 
Springs, Colo. 

2. Investigation of material purchased under wartime priorities and 
declared surplus. 

3. Study of the cost of unofficial telephone services over Army and 
Air Force switchboards, to the quarters of military and civilian per- 
sonnel, and to related services at Army exchanges, service clubs, and 
business concessions. 

Report covering the construction of a $66,000 golf course on 
which over $28,000 of appropriated funds had been expended; and the 
remodeling of a civilian employees’ clubhouse involving $24,000 of 
Federal appropriations, and $12,000 of nonappropriated funds 

5. Investigation of Air Force Development Center at Tullahoma, 
Tenn. The report on this investigation figured in the closing delibera 
tions of the Eighty-second Congress on ‘the Department of Defense 
Appropriation Act of 1953. 

6. Investigation of a report on requisition and procurement with 
reference to the construction of barges and pipeline dredges by the 
Corps of Engineers, Department of the Army. 

7. Report on action taken by the Board of Directors of the Panama 
Canal Company with reference to sale by the Company of the dredge 
Las Cruces. 

8. Survey of the vocational and educational training program oper- 
ated under the Servicemen’s Readjustment Act of 1944. The data 
reported were utilized in formulation of the new GI bill of rights 
ens nee in 1952. 

Purchase of two television sets by the Public Health Service, 
I dered Security Agency. A similar investigation was made of the 
purchase of television sets purchased for senior officers of the Navy 
Department, which was included in the activities report of the com 
mittee for the Eighty-first Congress. 

10. Investigation of charges in the Congressional Record of Mare! 
21, 1951, concerning the expenditure of public funds, property man- 
agement, and defects in administration at the Veterans’ Administra 
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tion Center, Fort Snelling, St. Paul, Minn. The GAO report revealed 
that personne] policies were unstable, lacked uniformity, and, in some 
instances, failed to comply with law and existing regulations. The 
Veterans’ Administration is acting to correct the defects at this center. 

11, Examination at a naval hospital in the Canal Zone operating 
at a small fraction of capacity with a high cost of $35 per patient-day, 
duplicated by an Army hospital 40 miles distant, also operating at a 
fraction of capacity, but with a cost of only $14 per patient-day. 

\2. Supplemental report on the diversion of revenue arising from 
welfare and nonappropriated fund activities, made at the request of 
the committee. This report indicated but little improvement and the 
continued need for legislation. Subsequently the Comptroller Gen- 
eral ruled that funds received by the Federal Bureau of Investigation 
in connection with vending machines installed in FBI offices through- 
out the United States must by law be deposited with the Treasury as 
miscellaneous receipts. The Attorney General was also informed that 
the Comptroller General’s report of August 10, 1949, had strongly 
urged clarifying legislation to rectify unsatisfactory conditions with 
respect to the funds involved. 

13. Inspection at an Indian Service hospital which disclosed an 
unusable inventory of surplus property received though not ordered 
from the War Assets Administration. 

14. Study of the inadequacy of water rates to maintain Indian 
irrigation projects properly. After correspondence with the Depart- 
ment, the committee is informed that on the Wapato project, the rate 
for water users will be increased to $5.50 per acre for the calendar 
year 1953, or an increase of $2.25 per acre. 

15. Examination of GAO report on grain storage, wheat purchases, 
and transportation contracts by the Commodity Credit Corporation 
with Cargill, Inc., of Minneapolis, Minn. 

16. Spoilage in grain storage, and losses on conversions and short- 
ages, in connection with warehousing facilities of the Grain Branch, 
Production and Marketing Administration, Department of Agri- 
culture, Dallas, Tex. This, and the preceding wheat report, were 
the subject of extensive hearings by the Senate Committee on Agri- 
culture and Forestry. 

17. GAO Audit Report on the National Fibers Revolving Fund 
suggesting an annual business type of budget during the life of this 
fund. 

18. Conferences with Army officials over allegation of waste because 
of an Army regulation prohibiting coal purchases from dealers who 
make deliveries directly from the mine to Army installations, particu- 
larly at United States Army Hospital, Valley Forge, Pa. The regu- 
lations have been changed to avoid this discrimination and the resul- 
tant increase in railroad and handling costs. 

19. Study of revolving fund of $10,000,000 proposed by the Depart- 
ment of Defense in connection with the disposal of salvage and scrap 
material, which would bypass the usual appropriation process and 
annual review by Congress. 

20. Investigations of efforts within Office of Quartermaster General 
to expand catalog and procurement functions by using the device 


known as purchase notice and agreements to advertise brand named 
products, 
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21. Information as to minimum down payments in the purcliase of 
vessels from the United States Maritime Reserve Fleet. 

22. Inquiry as to reason why Veterans’ Administration does not 
utilize local ambulance facilities. 

23. Information on closing of Defense Production Administratioy 
field offices. 

24. Directive from Army Recruiting Publicity Bureau at Gov. 
ernors Island, relative to the forwarding of vinylite discs by Govern- 
ment frank. 

25, Complaint regarding the type of service given by the Veterans’ 
Administration to GI's requiring out-patient treatment. 

26. Inquiry into proposed acquisition of tropical worsted uniforms 
by the Department of the Army. 

27. Report of the Department of the Army on conservation of 
critical and strategic material. 

28. Investigation of possible post office savings through the trans. 
portation of mail by star routes rather than by railroad. 

29. Various requests for information on recommendations of the 
Hoover Commission. 

30. Excessive expenditures on equipment installed in airplanes 
assigned to officials of the Government. 

31. Salvage of surplus Geodetic Survey maps. 

32. Transfer of custodial services at St. Paul, Minn. post office to 
the General Services Administration under Reorganization Plan No. 
18 of 1950. 

33. Excessive purchases of burlap sandbags by the Federal Gov- 
ernment. 

34. Operation of Bushnell General Hospital in Utah acquired by 
Bureau of Indian Affairs. 

35. Preparation of budget data relative to reductions proposed in 
the Senate. 

36. Budget analyses related to various suggestions for cuts in appro- 
priations. 

37. Compliance of Federal agencies with provisions of law requiring 
identification of official motor vehicles. 

38. Information prepared for Subcommittee on State Department 
Appropriations of the Senate Committee on Appropriations. 

39. Procedures for location of new GSA warehouse. 

40. Compilation of information on private management surveys 
contracted for by Federal agencies, and the costs thereof, since sub- 
mission of the Hoover Commission reports. 

41. Policies being followed by the General Services Administration 
in regard to procurement of warehouse space. 

42. Summaries of United States foreign aid expenditures and out- 
lays. 

43. Preparation of information on why the United States bears the 
brunt of military operations in Korea. 

44, Analysis of Government expenditures abroad. 

45. Unauthorized use of appropriations for the Government and 
relief of occupied areas. 

46. Form of State Department budgets with relation to contribu- 
tions to international organizations, 
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{7, Payment by the United States to the United Kingdom for 
military personnel stationed in Great Britain, and for British civilian 
personnel employed by the United States. : 

48. Publication of the Statutes at Large which was transferred by 
statute from the State Department to the GSA Federal Register 
Division. 

49. Personnel assignments to the White House. 

50, Preparation of data relative to taxes assessed on coin-operating 
dev ices. 

51. Operations of the financial reporting program of the Federal 
Trade Commission. 

52. Inquiry into procurement of certain medical supplies by the 
GSA. 

53. Surplus property allocations by the Office of Education. 

54. Questionable conduct and statements made by OPS official in 
South Dakota. 

55. Inquiry into the activities of officials in charge of certain public 
housing developments in Florida and California. 

56. Check up on distribution of Government publications. 

57. Negotiated sales by United States Public Health Service of 
surplus property in Philadelphia, Pa. and Kansas City, Mo. 

58. Other inter-agency transfers of Government property. 

59. Administration of the Federal Security Agency surplus prop- 
erty disposal program. 

60. Management survey and study of the organization, methods, 


and policies of the Federal Security Agency, with emphasis on wel- 
fare, surplus property, and education. 


Audit and Annual Reports of General Accounting Office 


This committee has the duty of “receiving and examining reports 
of the Comptroller General of the United States and of submitting 
such recommendations to the Senate as it deems necessary or desirable 
in connection with the subject matter of such reports” (see. 102 (g) 
(2) (A) of the Legislative Reorganization Act). 

During the Eighty-second Congress, there were referred to the com- 
mittee 29 GAO reports on the audit of the accounts and financial trans- 
actions for the fiscal years 1950 and 1951, of 64 Government 
corporations and other business-type agencies. These reports were 
submitted to the Congress by the Comptroller General, pursuant to the 
requirements of the Government Corporation Control Act of 1945. 
Thirteen reports were received on other agencies which are subject to 
acommercial-type audit by the General Accounting Office. In addi- 
tion, there were submitted five other reports on audits and surveys of 
Government agencies made by the Comptroller General under the au- 
thority of the Budget and Accounting Act, 1921, the Accounting and 
Auditing Act of 1950, and other legislation. 

The committee’s staff has reviewed the reports on agency manage- 
ment and operations and studied the recommendations made. During 
the Eighty-first Congress, the staff prepared analytical memorandums 
relative to the separate audit reports submitted since the approval of 
the Corporation Control Act of 1945, which pointed out how the 
recommended changes in operations were duplicated in succeeding 
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audits. These individual memorandums were incorporated in a report 
(S. Rept. No. 2685, 81st Cong.) which was brought to the attention 
of the respective jurisdictional committees. Subsequent a aul 
reports have continued to point up the various areas where change: are 
recommended. They are not reevaluated in this report biititine of tl 
duplication of cone lusions which would be involved. 

Two mandatory annual reports of the Comptroller General of 
United States were received showing the accomplishments of the Ge 
eral Accounting Office in its various fields of activity during the fisca] 
years 1950 and 1951. An important expanding aspect of GAO wor 
in recent years is the key role it has been playing throughout the mar 
accounting services of the Federal Government, in the joint accounting 
program described elsewhere in this report. 


UNITED STATES RELATIONS WITH INTERNATIONAL 
ORGANIZATIONS 


Section 102 (1) (g) (2) (D) of the Legislative Reorganization Act 
of 1946 vested in this committee the responsibility for studying the 
intergovernmental relationships between the United States and inter 
national organizations in which this Government participates. To 
discharge its responsibilities in this field, the committee, in October 
1947, established the Subcommittee on Relations with International 
Organizations. 

In January 1948, the subcommittee began a series of continuing 
studies of various aspects of United States participation in inter- 
national organizations with a view to determining the nature, ex 
tent, and cost of such participation and the extent of benefits accruing 
to the United States. 

The advisability of continued membership and participation and 
the possibility of ‘reducing the financial burdens resulting therefrom 
were also given considerable attention. Particular attention was paid 
to the manner in which the United States Government is organized 
to meet its international organization responsibilities, with special em 
phasis on interdepartmental coordination of national policy. In ad- 
dition, studies were made with respect to the possible consolidation 
liquidation of some of these organizations where it appeared that there 
existed overlapping or duplication of effort or function, or that no use- 
ful purpose was served. 

The subcommittee also made a detailed examination of the internal 
structure and operations of the agencies concerned in order to ceter- 
mine whether they were pursuing prudent policies with respect | 
personnel, budgetary methods, and other administrative matte rs. Par- 
ticular attention was given to budgetary and program coordination 
and priorities of the agencies which comprise the United Nations 
system. Finally, special studies were made concerning the internal 
organization and operations of the International Refugee Organiza- 
tion. Throughout, care has been taken to emphasize administrative, 
budgetary, and fiscal aspects of this Government’s relations with 
international organizations and to avoid substantive foreign policy. 

The subcommittee prepared five reports dealing with U nited States 
relations with international organizations. The “first of these, issued 
in June 1948, was a preliminary report which surveyed the field an 
pointed up some of the major problems. (United States Relations 
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Vith International Organizations (S. Rept. 1757, 80th Cong., 2d 

.) The second report was a summary and analysis of the legis- 
lation enacted by the Seventy-ninth and Eightieth Congresses, arising 
out of or relating to United States participation in international 
organizations. Included were various statutes, their legislative his- 
tories, and applicable Executive orders. (United States Relations 
With International Organizations: II. A survey of the Legislative 
Activities of the Eightieth Congress (S. Rept. 1776, 80th Cong., 2d 
sess.).) The third report was devoted to a detailed study of the inter- 
nal operations of the International Refugee Organization, to which the 
United States contributed approximately 50 percent of all funds ex- 
pended for participation in international organizations during the 
three full years of its existence. Numerous administrative and budg- 
etary deficiencies were exposed and steps were taken to correct them. 
(United States Relations With International Organizations: III. The 
International Refugee Organization (S. Rept. 476, 8ist Cong., Ist 
sess.).) The fourth report was devoted to an analysis of various ad- 
ministrative, budgetary, and fiscal aspects of United States participa- 
tion in international organizations during fiscal year 1949. A number 
of the recommendations contained therein were followed by the De- 
partment of State, particularly with respect to certain budgeting 
methods. (United States Relations With International Organiza- 
tions: IV. United States Participation in International Organiza- 
tions During the Fiscal Year Ending June 30, 1949 (S. Rept. 1274, 81st 
Cong., 2d sess.).) The fifth report consisted of an analysis of the in- 
ternal operations of the United Nations and some of the specialized 
agencies, and included a study of budgetary and financial procedures 
ud problems, programs, projects and priorities, personnel problems 
and procedures, and the problem of coordination. A number of the 
recommendations contained in this report have been followed by some 
of the agencies concerned and a number of the reforms proposed have 
been adopted. (United States Relations With International Organi- 
zations: V. The Internal Operations of the United Nations and Cer- 
tain International Organizations in Which the United States Partici- 
pates (S. Rept. 90, 82d Cong., 1st sess.).) 

After the submission of the fifth report, the subcommittee was dis- 
continued, on its own recommendation ; the professional staff member, 
who had devoted full time to these reports, was transferred to the 
staff of the full committee; and the work was absorbed by the full 
committee as part of its regular program, but on a modified scale. A 
sixth report has been prepared, which deals with United States partici- 
pation in international organizations during fiscal years 1950, 1951, 
ind 1952, and is designed to bring up to date much of the material 
contained in the fourth and fifth reports. It will be submitted to the 
Kighty-third Congress at an early date. 

The committee has been informed that these reports have been of 
considerable assistance to the members and staff of the Appropriations 
Vommittees of both Houses of the Congress in connection with their 
consideration of the budget requests of the Department of State for 
United States participation in international organizations, and that 
they have been widely used and referred to by Members of both the 
Senate and the House of Representatives; by the Secretariats of the 
United Nations and specialized agencies; by delegations to these or- 
ganizations; and by scholars, teachers, and writers. Finally, many 
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weaknesses and deficiencies which were brought out in these reports 
were called to the attention of appropriate authorities and corrective 
action has been taken which, in some instances, has led to substantia] 
savings. 


IMPLEMENTATION OF BUDGET AND ACCOUNTING 
PROCEDURES ACT OF 1950 


As indicated in past reports, the committee played a very active 
role in the formulation and adoption of the important Budget and 
Accounting Procedures Act of 1950 (Public Law 784). This basic 
statute supplemented the Budget and Accounting Act of 1921, a land. 
mark in the improvement of fiscal management in Federal affairs. The 
1950 act provided a revised and modernized budget program, full dis- 
closure of the results of Federal financial operations, and more effectiy: 
fiscal controls. In addition, the act implemented the continuing joint 
accounting program to improve accounting and financial reporting in 
the Government. That program followed studies initiated by the com- 
mittee in the Eightieth Congress, and was established as a joint effort 
by the General Accounting Office, the Bureau of the Budget, and the 
Department of the Treasury. 

Accounting developments under joint accounting program 

The General Accounting Office reports that much has been done in 
the past 2 years to carry out the provisions of the Budget and Account: 
ing Procedures Act of 1950. Of particular sifinificance has been the 
action taken to eliminate or simplify central accounting requirements 
and processes in the General Accounting Office and the Treasury 
Department, under sections 115 and 116. 

The Comptroller General abolished the Accounting and Bookkeep- 
ing Division of his office, effective December 31, 1950, thereby not only 
making a direct savings of $1,000,000 annually, but eliminating a 
voluminous flow of documents from the agencies and their field instal 
lations to Washington, which was required under the accounting con- 
trols formerly in effect. 

Better disclosure and presentation of the financial operations of 
the Government were walle possible through revision of the classifica- 
tions of receipts, appropriation, and related fund accounts of the 
Government as of July 1, 1951. 

Three joint regulations to simplify warrant processes and related 
procedures have been issued by the Comptroller General and the Sec- 
retary of the Treasury. These regulations have reduced enormously 
the paper work of the Treasury Department, the General Accounting 
Office and other agencies, and shortened considerably the time re- 
quired to make funds available to disbursing officers for payment 0! 
creditors. 

A basis is being developed for bringing together the operating & 
counts of the agencies with the cash accounts of the Treasury. [ 
this manner, the way is being cleared for a simple integrated account- 
ing structure that wil! produce accounting results from the account- 
ing records maintained in the individual agencies for their operations. 
These results can then be consolidated in financial reports for the 
Government as a whole. 
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The Accounting Systems Division of the General Accounting Office 
was engaged in cooperative developmental work on approximately 
300 accounting projects in some 70 departments and agencies in the 
legislative and executive branches as of July 1, 1952, pursuant to sec- 
tions 112 and 113 of the Budget and Accounting Procedures Act of 
1950. Through the initiative “of the individual agencies, accounting 
systems are being developed with GAO guidance which not only sa fe- 
guard the ree eipt and disbursement of public funds, but include other 
broad aspects of accounting related to capital assets, property and in- 
ventory controls, costs, reporting, and internal management controls, 

Illustrative of the significant progress which has been made in 
modernizing the Federal system of accounting and internal con- 
trol, the Bureau of the Mint has completed basic ¢ changes. Those made 
by the Coast Guard and the Bureau of Engraving and Printing have 
been formally approved. The new system in the latter Bureau em- 
bodies modern cost accounting concepts, including utilization of ac- 
crual accounting adapted to the industrial type operations of the 
Bureau. Also, in the Treasury Department, a complete review of the 
system of accounting and internal control in the Bureau of Internal 
Revenue is now under way. 

In the Department of the Interior, basic work has been completed 
on the accounting systems of Southwestern Power Administr: ation, 
Southeastern Power Administr: ation, Bureau of Indian Affairs, 
Alaska Road Commission, Trust Territories of the Pacific and Ameri- 
can Samoa. Property accounting principles for the entire Depart- 
ment have been approved formally by the Comptroller General, includ- 
ing the system of the Bureau of Reclamation. 

Other agencies whose basic systems have been improved include the 
International Boundary and Water Commission in the State Depart- 
ment; the Bureaus of Agricultural and Industrial Chemistry, of 
Dairy Industry, of Entomology, and of Plant Quarantine, the Rural 
Electrification Administration, Soil Conservation Service, Farm 
Credit Administration and Agricultural Research Center, all in the 
Department of Agriculture; Office of the Secret tary, loan guaranty 
program, Remittance Control for Bureau of Foreign and Domestic 
Commerce, and National Bureau of Standards, in the Department of 
Commerce; and United States marshals, and Immigration and Nat- 
uralization Service, in the Department of Justice. In the General 
Services Administration, individual cost systems have been developed 
for fuel yards, automotive repair shops, car pools, and office-machine 
repair shops, In the Veterans’ Administration, all stations and de- 
pots have been placed on a perpetual inventory control basis with 
appropriate financial control of property. 

Other joint program projects are being carried out which have Gov- 
ernment-wide significance and application with relation to improved 
payroll methods; property accounting; punch card checks; simplifi- 
cation of transportation requests, and bills of lading; and small pur- 
chases procedures. 

In all of this work, the General Accounting Office has been develop- 
ing accounting principles, standards and procedures on an individual 
case basis adapted to the practical circumstances of each agency’s op- 
erations, as required by section 112 (a) of the Budget and Ace ounting 
Procedures Act. In the light of that cumulative experience, the Gen- 
eral Accounting Office issued in November 1952 a statement of prin- 
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ciples and standards designed to provide guidance on general que; 
tions of accounting policy. As a forerunner to that statement, the 
Comptroller General, in a communication to the heads of departments 
and establishments, announced his basic concepts of the role of ge. 
counting in bringing about better management. On the full imp) 
mentation of those concepts rests achievement of the broad objectives 
of the Budget and Accounting Procedures Act of 1950, namely, ful! 
disclosure to the Congress, the President, and the public of the result: 
of operations financed from public funds. 


Budget developments 

The foregoing text has described the accounting aspects of the steps 
taken during the Eighty-second Congress to implement the Budget 
and Accounting Procedures Act of 1950. The remainder of this 
section is devoted to the important developments in the budget field 
under that act, as reported by the Bureau of the Budget. 

So-called performance budgeting, strongly urged by the Hoover 
Commission, underlies section 102 (a) of the Budget and Accounting 
Procedures Act of 1950 which provides that the Budget of the United 
States shall be set forth on the basis of “Functions and Activities of 
the Government.” This requirement involves three levels of budget 
presentation which are discussed briefly below: (a) The functional 
classification for the whole budget, (2) the appropriation pattern for 
each agency, and (c) the activity classification for each appropriation. 

(a) While the present functional classification was adopted fev 
years ago, the two budgets submitted to the Eighty-second Congress— 
for the fiscal years 1952 and 1953—made improvements. 

(5) Many appropriation patterns were being revised just at the 
time of enactment of the Budget and Accounting Procedures Act of 
1950. The 1952 Budget proposed improvements in the interest of 
bringing program costs together, which were adopted in the appropri- 
ation patterns of the Department of the Army, two bureaus in the 
Department of Commerce, and the Office of the Secretary of the Treas- 
ury. The 1953 Budget made a few additional changes. 

(c) The basic list of programs for the budget consists of the activ- 
ity schedules for the individual appropriations. The 1951 budget was 
the first to attempt a complete listing of activities, which was modified 
in the 1952 and 1953 budgets. While some of the modifications better 
reflect the objectives and programs of the agency, in other cases they 
follow organizational lines. 

A second aspect of performance budgeting calls for the budget to 
reflect as clearly as possible the work to be performed under each 
program or activity. Performance statements, in narrative form but 
including workload statistics where available, were introduced in the 
1951 Budget. The 1952 and 1953 Budgets showed some advance in 
the quality of these statements, but much more remains to be done. 

The third aspect of performance budgeting is to obtain a reliable 
financial measure of performance. Budget practices have been mov- 
ing cautiously in this area, seeking a practical application of the 
theory involved, and waiting on further developments in the account- 
ing field. 

In the case of revolving funds and business enterprises generally. 
financial performance is measured in part by the profit or loss. Where 
Congress intends that there be no profit or loss, a measure of perform- 





Be 
op 


ar 


coll 
tist 
sup 
req? 





SENATE COMMITTEE ON GOVERNMENT OPERATIONS 59 


ance is the extent to which the fund actually breaks even year by year. 
Beginning with the 1953 Budget, all revolving funds for external 
operations and most of those for internal business of the Government 
are budgeted on a business-type basis, including profit and loss figures. 

Section 102 (a) of the Budget and Accounting Procedures Act of 
- calls for “a reconciliation of summary data on expenditures 
with proposed appropriations. ” The budget submitted in January 
195 5 for the fiscal year 1952—complied with this requirement 
through the rearrangement of certain tables. The next budget went 
further to provide somewhat greater cohesion within the document; 
t rearranged certain tables so that expenditure data, previously con- 
fined to summary part I, appeared also in the supporting detail of 
= iI. 
~ A schedule for each appropriation now makes a bridge between 
sbi itions and expenditures. The schedule shows unliquid: ated ob- 
ligations as of the end of each year, and, in the case of annual appro- 
priations, the amount by whic +h obligations prev iously reported were 
overstated or understated. The schedule also contains a breakdown 
showing how much of the expenditures for the then-current year and 
ihe budget year come from appropriations of the same year, as dis- 
tinguished from expenditures out of balances of prior-year 
appropr iations. 

The form of the eighty-odd business-type budgets in part II was 
improved in the 1953 budget by showing directly how each of these 
budgets affects the Treasury expe nnditures. 

During the Eighty-second Congress, the budgets for the first time 
made a clear-cut distinction among the five types of funds which are 
covered by the Federal financial system—the general fund, special 
funds, revolving funds, trust funds, and deposit funds. Some funds 
which had been previously called special funds but in reality were 
revolving funds were placed under the revolving fund category. Sim- 
ilar reclassification of other funds were made to get like funds to- 
gether. While previously the budget mixed up gross and net ex- 
penditures, they are now separated ; only those funds properly classi- 
hed as revolving or deposit funds are budgeted on the net basis. 

Section 103 of the Budget and Accounting Procedures Act of 1950 
directs the President to issue regulations which will improve the stat- 
istical work of the executive agencies. Executive Order 10253, is- 
sued June 11, 1951, made the Bureau of the Budget responsible for 
these activities. 

Since issuance of the order, the emergency situation has largely 
limited Bureau staff efforts to immediate problems of data collection 
related to defense programs. Some progress has, however, been made 
on the objectives of section 103. For example, an advisory com- 
mittee composed of seven past presidents of the American Statistical 
Association was established in October 1951, which has been active on 
rarious broad questions of statistical policy. 

Bureau activities in this statistical area include an annual review of 
ill major statistical programs and stimulation of better interagency 
collaboration in collecting, processing, analyzing or. interpreting sta- 
tistics, including steps to minimize the burden on private companies in 
supplying employment, payroll and other similar statistical data upon 
request of several Federal agencies. 
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In March 1952 the Bureau issued Standards for Statistical Sur- 
veys to serve as a guide to good statistical practice in the planning 
and conduct of statistical surveys. The standards are intended for 
use not only in surveys conducted directly by Federal agencies, but 
for surveys under Federal sponsorship, by universities, trade assoc i- 
ations, and the like. 


IMPLEMENTATION OF FEDERAL PROPERTY AND 
ADMINISTRATIVE SERVICES ACT OF 1949 


Creation of the General Services Administration by Public Law 
152, effective July 1, 1949, reflected the objective of the Congress to 
provide an economical and efficient system for the procurement, 
supply, utilization, and disposal of F ederal property, and the man- 
agement of records. This Federal Property and Administrative 
Services Act of 1949 consolidated under single leadership functions 
previously carried on in several agencies. 

Subsequent legislation has added materially to Public Law 159, 
Thus, Reorganization Plan No. 18 of 1950 expanded considerably the 
responsibilities of the General Services Administration with respect 
to the management of real property. Likewise Public Law 754, ap- 
proved September 5, 1950, extended GSA responsibilities with respect 
to public buildings, Federal records, and activities relating to per 
sonal property. Public Law 245, approved October 31, 1! 51, dealt 
with negotiated contracts; and Public Law 522, approved July 12, 

952, permitted improvement in GSA operations. 

Public Law 209, approved October 25, 1951, cleared up existing 
statutory authority governing Federal records. Similarly, Public 
Law 247, approved October 31, 1951, changed or repealed various 
Government property laws which had become obsolete or inopera- 
tive or were in conflict with recent legislation. 

Since the General Services Administration was established 3 years 
ago, much progress has been made in improving the management 
of Federal property and records used throughout the Government. 
New programs have been put into operation and old programs have 
been improved and expanded. Numerous regulations have been issued 
to govern related activities in other agencies. One of the most effec- 
tive devices employed for improving “property and records manage- 
ment generally throughout the Government has been the conduct of 
extensive on-the-site surveys of agency supply operations, and instal- 
lations of improvements in supply management in collaboration with 
the agencies. 

The more detailed record of accomplishments, as indicated by the 
General Services Administration, is summarized below: 

Records management 

The organization required for the management of Federal records 
has been completed. Notable progress has been made in more efficient 
and economical maintenance of records still in use, and in disposing 
of records of no further value. Regulations have been issued govern- 
ing the management of records by Federal : agencies. 

¥ ederal records centers have been established in 8 of the 10 GSA 
regions for the storage, security, and screening of Federal records 
which must be temporarily preserved, but which need not be retained 
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regular office equipment and space. In the other two regions more 
ed depositories have been set up which will be expanded when 
funds become available. In addition, a specialized center for storing 
personnel records of separated civilian employees has been established 
at St Louis, Mo. 

In the 2 years ending June 30, 1952, these 10 centers and depositories 
received approximately 1.4 million cubic feet of records from Federal 
agencies, and disposed of 0.1 million cubie feet. During fiscal year 

152, the transfer of inactive records of executive agencies to F ‘ederal 
records centers released for other use an area of floor space, the rental 
of which would exceed $1.1 million a year, and also made available 
filing equipment with a replacement cost of about $2.8 million. 


Personal property management 


Publie 7 152 provided the basic principles of an effective supply 
system. Under it, the supply activities of civil and military agencies 
. being coordinated; agreements with the Department of Defense 
pros ide for cooperation and division of responsibility in the acquisi- 
tion and utilization of property. 

Mi ajor accomplishments in this area include: Operation of a pro- 

am for transfer of property becoming excess to the requirements 
( "f agenc ies: e xpi ansion and liprove ment of proce urement and com- 
wdity inspection programs; and establishment of a program for 
freight-traflic management. 

In fiseal year 1952, excess personal property costing $36 million was 
transfe rred by GSA efforts for utilization by other agencies, and large 
dditional quantities were transferred directly between agencies under 
GSA regulations. Common-use items of Federal agencies, including 
fuel, were obtained at a cost of about $47 million below the probable 
ost had the agencies individually made the purchases. Measurable 
savings from traffic-management activities approximated $3 million; 
utangible savings are estimated to be far in excess of that amount. 
These savings are achieved through negotiations with carriers, op- 
position to unjustified increases in transportation rates, elimination 

of faulty shipping practices, and other activities. 

The personal property supply system has been expanded to cover 
most of the items used by civilagencies. Agreements have been reached 
with the Department of Defense whereby GSA stores depots will 
provide military installations with certain civilian-type, common-use 
tems. Business service centers have been established in all regional 
offices to assist business, particularly small business, in dealing with 
the Government. Steps have been taken to improve the handling of 
‘mall purchases, and to standardize bid forms and contract documents. 
lo give advice on broad problems a new Federal Supply Board was 
recently established. This Board, which consolidates the duties and 
responsibilities of six former advisory bodies, is composed of repre- 
sentatives of 16 Government agencies. 

Coordination of inspection and testing facilities is resulting in their 
more effective utilization. Additional specifications have been devel- 
oped for items commonly used by civilian agencies, and i improvements 
have been made in existing spec ‘ifications. " About 1.200 new, revised, 
or amended specifications have been issued. and steps have been taken 
fo encourage their use in procurement. Qualified products lists are 
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being developed covering products which meet specifications. A tire. 
testing program is being conducted to assure that maximum seryice- 
ability is obtained from tires purchased by the Government. 

Real property 

The General Services Administration is responsible for the acquisi- 
tion, utilization and operation of real property acquired for the genera] 
purposes of the Government, for the disposal of surplus real property 
of the Government, and for design, construction, repair, and mainte- 
nance services with respect to public buildings. GSA responsibilities 
for leasing and assigning general-purpose space, and for the operatio: 
of office buildings, were “substanti: ally increased under Reorganization 
Plan No. 18 of 1950 and by Public Law 754, approved Septem) rb, 
1950, 

Progress has been made in improving real property operations at the 
GSA, and in improving such operations by other agencies. Regula 
tions have been issued setting forth standards to govern the use of 
general-purpose space, along with policies and methods for assuring 
maximum utilization of all types of excess real property. Agencies 
ere required to review their use of space continuously, to report period 
ically on its use, and to indicate promptly any property becoming 
excess to their needs. 


REPORT OF SENATE PERMANENT SUBCOMMITTEE 
ON INVESTIGATIONS 


Under the Legislative Reorganization Act of 1946 the Committee o 


Government Ope rations, in addition to its other duties, is authorize 
to make studies and investigations of the operation of Government 
activities at all levels. This broad grant of investigative authority 
was delegated by the full committee to the Senate Permanent Subco 
mittee on Investigations. Senator Clyde R. Hoey (Democrat. Nor rl 


Carolina) was chairman of this seven-man subcommittee during thy 
Kighty-second Congress, and since January 1949. 

Since it was organized in 1948 the subcommittee has attempted t 
maintain a continuity of operation so that it might handle more ad 
quately the investigative responsibilities assigned to it. During this 
5-year period it has utilized a small staff of trained investigators and 
lawyers and it has set up and maintained a single uniform filing and 
indexing system, which makes it possible to have ready reference t 
the information which has been gathered by the subcommittee during 
the course of its many inquiries over the years. By following this 
continuity of operation from one Congress to the next, the subcommit 
tee is building up a reservoir of experience and information which 
most useful in current and future investigations. 

As a permanent investigative unit in the Senate, this subcommittee 
is available and equipped to make inquiries in various matters involv 
ing the executive branch of the Government. In addition to conduct 
ing inquiries into those matters which are initiated by the subcommitte: 
or by the full committee, the subcommittee has also investigated | 
number of cases which have been referred to it by other Members 0! 
the Senate, by resolution of the Senate, or by other Senate committees 
It is the intention of the subcommittee to continue to make availabl 
for the Senate this investigative service in those matters coming wit) 
its jurisdiction. 
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[In carrying out its investigative responsibilities this subcommittee, 
in the he andling of specific cases, has attempted to develop all pertinent 
facts by careful staff i inquiries, followed by executive and public hear- 
vos. ‘The subcommittee then attempted to make findings and conclu- 
wns based upon the facts as they were found, rather than upon parti- 
» political considerations. Furthermore, in seeking out the facts 

ubcommittee has made every effort to respect the legal rights of 
hose persons under investigation and it has attempted to conduct its 
ngs, both executive and public, in a manner consistent with the 
principles of American justice. To this end the subcommittee 
adopted and follows rules of procedure for the conduct of its investi- 
eations and hearings. As a matter of fact, the procedural rules 
which were used by the subcommittee in this Congress are substan- 

the same rules which were originally adopted at the time the 
subcommittee was organized some 5 years ago. 

The subeommittee has followed the policy of holding public hear- 

gs only after preliminary inquiries have indicated a factual basis 
nd the need for such hearings. In the Eighty-second Congress testi- 
mony was taken from 147 witnesses during 50 d: ays of public hearings 
by this subeommittee and in addition it held 10 executive hearings 
during the same period. Cases in which the subcommittee found evi- 
dence of violations of law were referred to the Department of Justice. 
In several eases which will be discussed hereinafter, criminal prosecu- 
tion has resulted. Set forth below isa summary of the more important 
nquiries handled by the subcommittee during the Eighty-second 
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= er, Alaska, airport project 
| August 16, 1950, Senator Hugh Butler (Republican, Nebraska), 

sedan ed Senate Resolution 33 (8ist Cong., 2d sess.) authori izing 
the Committee on Expenditures in the Executive Departments to make 
an investigation of the circumstances surrounding the acquisition of 
the Palmer Airport by the Territory of Alaska and the handling of 
Federal funds on this project under the provisions of the Federal Air- 
port Act. This resolution was referred to the Permanent Subcommit- 
teeon Investigations, which proceeded to make the inquiries called for 
nder the resolution, under its general grant of legislative authority 
rather than under the authority of the resolution itself. 

Based upon initial information furnished to us by Senator Butler 
and others, inquiries were made in Alaska by staff members, and 
thereafter, public hearings were held in Washington in January 1951. 
U pon the completion of the investigation, a report in this case was filed 
with the Senate (S. Rept. 357, | 82d C ong., Ist sess.) . 

This investigation revealed that on Januar y 9, 19 50, the Territory of 
\laska submitted a project application to the Civil Aeronautics Au- 
thor’ ity for Federal aid under the Federal Airport Act for the develop- 
ment of the Palmer Municipal Airport. The application shows the 
estimated cost of the land involved as $5,500 and other estimated 
Project costs were $124,500. The estimated Federal share of the total 
cost Was $94,750 representing 25 percent of the cost of the land and 75 
percent of the other project costs. This application, among other 
things, recited and certified that the sponsor held full title to a tract 
of land il known as tract No. 1 and would acquire full title to tract No. 2 

ul avigation easements to tracts 3 and 4. A grant offer upon the basis 
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of such project application was made by the Civil Aeronauties Autho, 
ity but was rejected by the officials of the Territory of Alaska, 

On March 17, 1950, a second : applic ‘ation was submitted which shows 
the estimated cost of the land as $150,000 and other estimated project 
costs as $143,500. The estimated Federal share of the total costs 
shown as $145,125. This project application recites, among other 
things, that the sponsor did not hold title to any land, and that the 
sponsor would acquire title to tracts 1 and 2. The grant agreement 
offered upon the basis of the second application was accepted by the 
Civil Aeronautics Authority on March 31,1950. This agreement pro 
vided that the Government would pay as its share of the cost a max 
mum of $145,125. The second application was certified to by the 
same Officials who signed and certified to project application No, | 

The hearings before the subcommittee disclosed that sometime du 
ing 1945, various civic organizations of Palmer, Alaska, organized 
nonprofit organization to be known as the Palmer Airport Association 
for the announced purpose of acquiring, equipping, maintaining, and 
otherwise operating an airport at Palmer, Alaska. A landing field 
was selected upon the recommendations of officials of the Civil Aero 
nautics Authority in Alaska, and construction was begun in 1945 
The Palmer Airport Association attempted to obtain Federal aid for 
the development of the airport through the cooperation of the Ter 
tory of Alaska. However, there was no public agency in Alaska whi 
could qualify as sponsor under the Federal Airport Act until passage 
of Territorial enabling legislation which became effective June 1, 194 
Prior to the passage of the enabling legislation, the Territory of Alas 
made Territorial funds available to the association for airport co 
struction, allegedly in the approximate amount of $53,000. Also, ex 
tensive and valuable improvements were alleged to have been donated 
by individuals in the form of labor and the use of machinery. 

It appeared from all available evidence that the Territorial offi- 
cials clearly intended to claim reimbursement from the Federal Goy 
ernment on a matching basis for their expenditures on this proje 
when they could qualify as sponsors. Officials of the Territory oi 

Alaska testified before this subcommittee that the money was expended 
on the strength of representations made by officials of the Civil Aero 
nauties Authority in Alaska that a claim for reimbursement of suc! 
costs would be eligible as project costs under the Federal Airport 
Act. The testimony of the Civil Aeronautics Authority officials as t 
such representations is to the contrary. 

In any event, it was eventually learned by the Territorial officials 
that under the provisions of the Federal Airport Act, the Territory 
could not claim reimbursement from the Federal Government fo! 
money it had previously spent on the airport inasmuch as these ex 
penditures represented moneys spent on construction prior to the 
execution of the grant agreement with the Federal Government. 

To remove this apparent road block, it was suggested by Civil Aero 
nautics Authority officials in Alaska at a meeting on March 6, 1950, that 
the reasonable market value could be included in the airport improve 
ments. This caused the rejection of project application No. 1, the 
appraisal of the land involved at a figure of $150,000, and the filing 
of project application No. 2. After these appraisals were made, rather 
than use the appraisals to cctablish the value of the land, the Terri- 
torial officials followed the highly irregular means of using a paper 
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unsaction whereby they allegedly purchased the airport for $150,000 
ind the airport assoc iation immediately donated $145,000 back to the 
ferritory. The difference of $5,000 was retained by the association for 
the a quisition of additional land from priv: ite owners. 

[he subcommittee in its report stated that it was of the opinion that 
the Territory attempted by suberfuge to obtain Federal matching 
funds which could not have been obtained directly under the existing 
law. Furthermore, it was concluded by the subcommittee that as a re- 
sult of collusion by officers of the Territory and the Civil Aeronautics 
\uthority in Alaska, the Territory was attempting to shift the entire 
costs of the new improvements on the Palmer Airport to the Federal 
Government. The report of the subcommittee specifically recom- 

ended that the Comptroller General make a very careful study of the 
facts of this case before making any final decision relative to the dis- 
bursement of Federal funds on the Palmer, Alaska, Airport. 

Following the subcommittee investigation and after reviewing all 
the facts and circumstances surrounding this case, the Compt roller 
General of the United States by letter to the Secretary of Commerce 

ed June 24, 1952, denied payment to the Territory of Alaska of 
$148,992.68 in Federal matching funds for the construction of the 
Palmer, Alaska, Airport. 

rhe investigation also revealed glaring defects in the administra- 

on of the Federal Airport Act by the CAA both in Alaska and in 
Washington. As a result of the investigation by the subcommittee, 

iny new regulations have been issued by the CAA, and much greater 
pervision is being maintained over personnel having charge of the 
llocation and spending of public funds. 
Mississ ip pa job S¢ Iling 

Early in 1951 information came to the attention of Senator James O. 
Eastland and Senator John C. Stennis, of Mississippi, indicating that 
Federal jobs were being sold in that State. On February 97, 1951, 
these two Senators introduced Senate Re solution 87 (82d Cong., lst 
sess.), authorizing the Committee on Expenditures in the Executive 
Departments to make an investigation of the sale of Federal positions 

«l other matters in the State of Mississippi. It was decided by this 
subcommittee that this inquiry would not be conducted under the 

thority of Senate Resolution 87, but rather under the broad general 
thority of the Legislative Reorganization Act of 1946, under which 
this subeommittee operates. 

Thereafter, the subcommittee staff conducted an extensive investi- 
gation in Mississippi, and public hearings were held in Jackson, Miss., 
and Washington, D. C., in the spring of 1951. Upon completion of 
the investigation, a full report in this case was submitted to the 
Senate ( Rept. 145, 82d Cong., Ist sess.). 

Our investigation revealed that due to a factional split in 1948 

etween the States’ rights group and the Truman group in the Demo- 
erat Party in Mississippi, a new, self-appointed rump committee 
of 21, all supporters of President Truman, organized the Mississippi 
Democratic Committee to place on the general-election ballots the 
ames of Presidential electors pledged to support President Truman. 
This rump committee was never legally set up in accordance with 
Mississippi election laws. 

Most of the original committee of 21 took little or no part in the 
activities of the Mississippi Democratic Committee, and soon the 
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powers and functions of the committee were usurped by a small | que, 


mitteeman; Curtis Rogers, Frank F. Mize, B. C. Beasley, and Fo) 
rest B. Jackson. Although Jackson was not a committee official, 
acted as its attorney and was active in committee matters. 


Hood and other members of the committee feared that their run» 


including Clarence E. Hood, Jr., acting Democratic national coy 


committee might be bypassed on patronage matters by the Nationa! 
Democratic Committee; and, to obtain this patronage, they retained 


Glenn P. Boehm, an “industrial consultant” in Washington. They 
believed he had influence with prominent Government officials. It js 
known that Boehm arranged for a conference between White House 
Aide Donald S. Dawson, Clarence Hood, Frank Mize, and Curtis 
Rogers. ‘The Democratic National Committee eventually gave thy 
Federal patronage in Mississippi to Hood and his committee; how- 
ever, a Democratic National Committee spokesman asserted this 
decision was made without the advice of Donald Dawson. From thi 
summer of 1949 until February 1951, all Federal patronage appoint- 
ments in Mississippi were cleared through Hood except for those 
the Third Congressional District. 

Mr. Frank Mize was chairman of the Mississippi Democratic ( 
mittee, and Curtis Rogers became acting treasurer. The fina 
records of the rump committee consisted merely of a checkbook and 
bank-deposit tickets. Due to the lack of proper records, it was i1 
sible to determine the total amount paid to the rump committee 
its representatives. The total accountable funds in the various bank 
accounts for the period October 9, 1948, to March 27, 1951, was 355.445 
It disbursed $55,562.83, resulting in a deficit of $118. Only Sov 
of those funds was known to have been used in a political camp 
No funds appear to have been turned over to the national conuiitt 
and many of the withdrawals by Curtis Rogers are unexplained 

Mr. and Mrs. C. V. Murphy, post-office employees, were collectors 
of contributions fer the rump committee and acted on the instructions 
of Rogers. He denied receiving all of the money they collected 

The evidence also showed that Hood and other members of the rump 
committee sought to use their political power and prestige for thei 
own financial gain and other improper purposes, by attempting to get 
advance information on Government contracts. They also tried to 
control Reconstruction Finance Corporation loans in Mississippi. «nd 
they attempted to intimidate a bank by initiating a Federal bank in 
vestigation to induce settlement of private litigation. 

The principal charge against the rump committee was job-selling. 
For the purpose of illustrating the situation, 10 cases were selected 
from various parts of the State, and the evidence was fully presented 
which demonstrated beyond a doubt that job-selling was both systeu- 
atic and widespread. 

Post-office appointments constitute the great bulk of Federal pat- 
ronage appointments in Mississippi. The practice was for the Post 
Office Department. to transmit to Clarence E. Hood the names of the 
top three persons on the civil-service list eligible for positions as post- 
master or rural carrier, together with a request for information as to 
the character and suitability of the applicants for the jobs. A letter 
from the rump committee under Hood’s signature was then sent to 
Washington recommending one of the three eligibles. The testimon) 
shows that rump-committee representatives would advise those eligible 
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that they were being investigated, and indicate to them that “volun- 
tary contributions” “would be expected from the successful applicant 
for the job. It became common knowledge that, to get post-oflice ap- 
poitments, “contributions” had to be made. These “contributions” 
varied from $250 to $1,000. As a general practice, almost simultane- 
with giving a “voluntary contribution,” the applicant was given 
pt in the form of a copy of the letter of recommendation for the 
In most cases, those who gave the “contributions” got the jobs. 

When the OPS was set up in 1950, wide publicity was given to the 
probability that Nation-wide price controls and ration boards would 
be set up. The rump committee anticipated that the OPS would be 
organized on a county-wide basis, entailing additional Federal pat- 
ronage. The testimony disclosed that the organizers for the rump 
committee secured the services of a county chairman or contact 

in each of 12 counties to act as patronage dispenser. Nine of 

selected county chairmen or contact men paid $400 each as a 
contribution to the rump committee. The other three paid $300 each 
as a “contribution.” No evidence came to light that either the State 
or the national organization of OPS participated in this chicanery 
In any We ay. 

[he hearings and investigation resulted in the prompt removal of 
Clarence E. Hood, Jr., as acting national committeeman, and the Fed- 
eral patronage was restored to the congressional delegation of that 
state. 

Shortly after the disclosures were made, the Post Office Department 
nitiated its own investigation, and the Federal Bureau of Investiga- 
tion made inquiries concerning the OPS jobs in Mississippi. In addi- 
tion to possible criminal violations referred to the Department of 
Justice, the Post Office Department took administrative action in pre- 
ferring charges against or dismissing 56 postal employees in Mis- 
s ssippl. 

The files of the subcommittee, together with a complete transcript 
of the hearings, were turned over to the Justice Department. As a 
result, the Federal grand jury at Jackson, Miss., on July 19, 1951, 
returned 9 separate “indictments containing 34 counts of conspiracy 
to sell Government jobs and perjury against 12 defendants: Clarence 
K. oe ., Frank F. Mize, Bascom C. Beasle »y, Curtis Rogers, For- 
rest B. Jackson, Mrs. C. V. Murphy, Claude V. Murphy, Dewey 
McLeod, Henry Debrow, Margaret LaVerne Yelverton, James H. 
Wilkinson, and Roy F. Brashier. On September 5, 1951, Claude V. 
Murphy and his wife, Mrs. C. V. Murphy, pleaded guilty to the con- 
spiracy indictments. C.V. Murphy was sentenced to serve 8 months 
in the Federal penitentiary, and Mrs. Murphy was fined $250 and 
placed on immediate probation on a 2-year sentence. 

Federal Judge Allen Cox, on Septe smber 5, 1951, dismissed the in- 
dictments against the defendants charged with selling OPS jobs. 
The Government appealed this dismissal, and on March 31, 1952, the 
United States Supreme Court reversed Judge Cox’s ruling and rein- 
stated the indictments and remanded the defendants for trial. Mean- 
while, on February 6, 1952, Judge Cox dismissed the other conspiracy 
counts in the indictments and also, by separate orders, dismissed each 
of the perjury indictments. The Government appeals from Judge 
oo decisions of February 6, 1952, are now pending in the Fifth 

‘ireuit Court of Appeals. 
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The trials of all pending ¢ ases m ive been indefinitely postponed “nt 


all matters on appes! have been terminated. 
Activities of Sam D. Mason 

lor several years this subcommittee hi is made continuing Inquiries 
into the activities of influence peddl: in the field of “‘overnment 


business. This case was another in a aides of cases involving infh 
ence peddlers. 

This specific investigation was aye ated as the result of inform 
tion referred to the subcommittee by the office of Senator Sparkmai 
of Alabama. Investigation revealed that Mason, who had a lone 
criminal record as a swindler and confidence man, came to Washing 
ton in 1946 and set himself up as a person who had close contacts 
with a number of high Government officials. He often referred 
himself as one of Washington's leading lobbyists. However, ow 
quiries indicated that Mason actually had no influential conta 
any Government agency and his claims of Government influence were 
entirely false. Operating in this pretended atmosphere of wealth and 
influence, Mason was able to fleece his victims. 

Mason’s first known victim was a Boston businessman who pai 
out approximately $23,000 in the belief that Mason could help h 
obtain construction contracts through his contacts in Government and 
private industry. Following this swindle, Mason convinced the edito 
of a foreign-language newspaper in Philadelphia and several of th 
newspaperman’s friends, including a group of Greek Catholic priest 
that he, Mason, could make large amounts of money for them }) 
bribing public officials. In essence, his scheme was based upon the 
fiction that the Federal Government, in fear of atomic attacks, was 
moving its quarters underground and that many present Government 
buildings would be abandoned. Mason led his victims to believe that 
these abandoned Government buildings could be leased for a vei 
nominal sum by persons who hid influence with Government officials 
and who were willing to bribe or otherwise pay off these Government 
oflicials. As the result of this fantastic confidence scheme, Mason was 
able to extort approximately $235,000 from his victims. 

While this subcommittee could not and did not condone the actions 

Mason’s victims who were willing to enter into bribery schemes 
with this swindler, it was concluded that these unfortunate victims 
may have been misled partly due to their lack of understanding and 
misinterpretations of the English language. 

The subcommittee used this case to illustrate the misconception of 
many poorly informed persons who believe that all Government 
officials are venal and that influence and bribery must be resorted to 
in order to obtain Government business. In reporting this case to the 
Senate, the subcommitte pointed out that it was regrettable that th 
delinquencies of some few public officials and the corrupt activities 
of Mason and his ilk left the impression with some segments of the 
public that all Government business is conducted in an atmospher' 
of corruption and favoritism. 

The subcommittee, in reporting this fantastic case, pointed out that 
it hoped it would serve as an additional warning to those persons 1! 
and out of Government who might be inclined to succumb to thé 
blandishments of the influence peddler. In August 1951 the subecom 
mittee submitted its report in this case to the Senate (Rept. 611. 
82d Cong., Ist sess.). 
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Following its investigation, the subcommittee cooperated with the 
Department of Justice, which proceeded with criminal prosecution 
against Mason. After Mason pleaded guilty to the charges arising 
out of this investigation, which included charges of obtaining money 
under false pretenses, he was sentenced by the United States District 
Court for the District of Columbia to serve a sentence of 4 to 12 years 
and to pay a fine of $10,000. 

American Lithofold Corp.: W.M. Boyle I r.; Guy George Gabrielson 

This investigation was initiated in the summer of 1951, after news 
dispatches alleged that William M. Boyle, Jr., who was then chair- 
man of the Democratic National Committee, and James P. Finnegan, 
former collector of internal revenue in St. Louis, as well as others, 
had brought political pressure to bear on the RFC in granting two 
Government loans to the American Lithofold Corp. in 1949. The 
newspaper stories also charged that Boyle was hired as an attorney 
for the American Lithofold Corp. at the time that company was nego- 
tiating its first RFC loan and that he received $8,000 in legal fees 
from the American Lithofold Corp. in 1949 and 1950. 

After executive and public hearings the subcommittee found that 
officials of the American Lithofold Corp., since 1948, had sought im- 
properly to build up a reservoir of political influence which could be 
used to their advantage in their dealings with various Government 
agencies. This situation was evidenced by the company’s employ- 
ment of, or payment of fees to, former Internal Revenue Collector 
Finnegan, James B. E. Olson, of the Federal Alcohol Tax Unit; James 
D, Nunan, former collector of internal revenue; William M. Boyle, Jr., 
and his former law partner, Max Siskind, as well as other Government 
ofticials. 

This subcommittee found no conclusive evidence that the first RFC 
loan made to American Lithofold in February 1949 in the amount of 
380,000 was granted due to the intervention of Mr. Boyle. However, 
the circumstances surrounding the making of the loan, including the 
declination of the loan at all lower levels in the RFC and the reversal 
of the Board’s earlier action after Mr. Boyle made the appointment 
with officials of that firm with the Chairman of the RFC, gave rise 
to the reasonable assumption that the loan would not have been made 
except for a telephone call from Mr. Boyle to the Chairman of the 
RFC. Furthermore, in the opinion of the subcommittee it was very 
doubtful if the second RFC loan to that company in the amount of 
$965,000 would have been made in the fall of 1949, if the first loan had 
not been granted. 

On the question of legal fees paid to Mr. Boyle the subcommittee 
found that he directly ree eived $1,250 on a legal retainer for a period 
of 214 months immediately prior to the time “he became the paid vice 
chairman of the Democratic National Committee. The subcommit- 
tee also found that Boyle continued to share in the profits of a lucrative 
law business after he became a paid official of the Democratic National 
Committee. In view of these circumstances the subcommittee con- 
cluded that it could be inferred that Mr. Boyle shared indirectly in 
$14,500 in legal fees which the American Lithofold Corp. paid to 
Max Siskind after Boyle became chairman of the Democratic National 
Committee, 

It was also ascertained during the subeommittee’s inquiry that be- 
tween 1948 and 1951 representatives of the Democratic National Com- 
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mittee had numerous conferences, telephone calls, and other contacts 
with RFC officials in connection with loan applications. The sub 
committee criticized this practice and pointed out that such an unusual 
display of interest undoubtedly tended to influence the judgment of 
Government officials h: indling these cases. 

In this same series of hearings the subcommittee also examined into 
three RFC loans which were made to Carthage Hydrocol, Inc., total] 
ing $1814 million. It was found that Mr. Guy George Gabriel lson, 
who at that time was chairman of the Republican National Comm ttee, 
had worked on these loans as counsel and later as president of the 
borrowing corporation. However, all of the loans were made before 
he became chairman of the Republican National Committee in August 
1949. While Mr. Gabrielson earned substantial legal fees as pres 
dent and counsel of Carthage Hydrocol, Inc., the subcommitte lis 


covered no evidence of improper influence by Mr. Gabrielson in his 
relationships with RFC. However, the subcommittee did find that 
Mr. Gabrielson contacted RFC officials on several oceasions in co; 
nection with the servicing of these loans after he became chairman of 


the Republican National Committee. The majority of the s 
mittee concluded that it was not in the interest of good government 
for paid or unpaid officials of either national committee to h 
matters before Government agencies in those instances where they 
are receiving a salary or a fee. The subcommittee made a full report 
of this investigation to the Senate (S. Rept. 1142, 82d Cong., 2d sess.) 

Shortly after the conclusion of the subcommittee’s hearings in this 
case Mr. Boyle resigned as chairman of the Democratic National 
Committee for reasons of health. The subecommitteee made available 
to the Department of Justice all of the information it had in this 
case, and subsequently James P. Finnegan was indicted by a Federal 
grand jury in St. Louis for accepting a fee from the Amer 
Lithofold Corp. for helping it to obtain RFC loans. In March 195: 
Finnegan was conyicted of this and other charges and was sentenced 
to 2 years in Federal prison and fined $10,000. At the present tim 
his criminal conviction is pending an appeal. 

Walter Doxon, Jr., a Federal internal-revenue agent in New Jersey, 
who received indirect sales commissions from the American Lithofold 
Corp. was suspended from his Government position following our 
investigation and he was subsequently allowed to retire from the rs 
reau of Internal Revenue. James B. E. Olson, former Chief of the 
Aleohol Tax Unit in New York, was allowed to resign ces the 
Federal service after the initiation of our investigation but prior to 
the public hearings in this case. Following our raaihiation 7, imes 
D. Nunan, a former collector of internal revenue, was the subject of 
further investigation by the House subcommittee avéihiating te 
Bureau of Internal Revenue. He was indicted in December 195” by a 
Federal grand jury in Brooklyn, N. Y., for evasion of Federal income 
taxes. Nunan’s case has not yet been brought to trial. 


Sale of Government-owned surplus tanker vessels 

In March 1951 the Subcommittee on the Reconstruction Finance 
Corporation of the Senate Committee on Banking and Currency re- 
ceived testimony that a group headed by former Congressman Joseph 
E. Casey had acquired tanker vessels from the United States Mari- 
time Commission and had subsequently disposed of its interest in these 
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vessels at a large profit. The question arose as to whether these 
tankers had been purchased and sold in accordance with the merchant- 
marine laws and regulations, and whether or not the various indi- 
viduals and corporations who made substantial financial gains in these 
tanker transactions had escaped the payment of Federal taxes. The 
Reconstruction Finance Corporation Subcommittee subsequently de- 
cided that this matter was beyond the scope of the authority of that 
subcommittee and accordingly referred it to the Senate Permanent 
ommittee on Investigations for further inquiry. 
[his subcommittee developed considerable information concerning 
purchase, chartering, and resale of tanker vessels by the Casey 
group as Well as information relating to the acquisition of Govern- 
nent-owned surplus tanker vessels by other groups. It was found, 
iowever, that most of these tanker transactions followed the same 
eneral pattern. Accordingly, the subcommittee decided to develop 
lly the pertinent facts in connection with the transactions of the 
Casey group and to dispense with public hearings in the other cases 
which were and are still under investigation by the United States 
Department of Justice. 
le subcommittee determined that the Casey group had organized 
the American Overseas Tanker Corp., together with affiliated firms, 
and during 1947 and 1948 purchased eight surplus 'T-2 type tankers 
from the United States Maritime Commission. This group realized 
a gross profit of $3,250,000 on an original investment of $101,000 
through the subsequent sale of their stock interests in the various 
orporations which took title to these tankers. 
The American Overseas Tanker Corp. first purchased five tankers 
| 1947, and these vessels were subsequently chartered to the Green- 
Marine Corp., a Panamanian affiliate of the American Overseas 
cer Corp. The Greenwich Marine Corp. in turn subchartered the 
vessels to a Panamanian affiliate of the Standard Oil Co. of New 
Jersey which operated the vessels. 
Dural the 214-year period that the Casey group controlled these 
ankers the bulk of the income from the charter hire was channeled 
nto the Greenwich Marine Corp. which was organized under the laws 
of Panama and, as such, was not subject to United States taxes. 
Based upon the income which accrued to the Greenwich Marine Corp. 
from 1948 through June of 1950, the subcommittee estimated that 
without the use of its Panamanian affiliate, American Overseas ; Tanker 
Corp. would have been subject to United States taxes suomention to 
‘minimum of $850,000 and a possible figure of $1,400,000, depending 
ipon the extent of the adjustments allowed by the Bureau of Internal 
Revenue. The evidence developed by the subcommittee clearly in- 
dicated that the Greenwich Marine Corp. was organized by the Ameri- 
in Overseas Tanker Corp. primarily as a means of escaping Federal 
(axes and served no other business purpose. Accordingly, the sub- 
committee recommended to the Bureau of Internal Revenue that 
ippropriate action be taken to attempt to recover these taxes. 
In June 1950, the Casey group disposed of these five tankers by 
‘elling their stock in the American Overseas Tanker Corp. to the 
Delaware Tanker Corp. The Maritime Commission was not advised 
concerning the transfer of the vessels, although the Delaware Tanker 
Corp. was financed and controlled by Stavros Niarchos, an interna- 
tional ship operator and a national of Greece. Although not a citizen 
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of the United States, Niarchos exercised complete control over the 

vessels by operating through dummy officers and stockholders who 
were United States citizens. The information developed by the sub- 
committee indicated clearly that the Delaware Tanker Corp. was 
organized by Niarchos as a subterfuge to circumvent the provisions 
of the Merchant Ships Sales Act as well as other regulations which 
required that such vessels not be transferred to foreign ownershiy 
and control. . 

The subcommittee also determined that in December 1947 the Mari 
time Commission allocated three additional tankers to the America 
Overseas Tanker Corp. which was completely financed and controlled 
by Chinese aliens and as such was not a United States citizen corpora- 
tion. Maritime Commission approval of this transaction was neither 
requested nor given as required by law in those cases involving a 
transfer of tanker vessels to noncitizen corporations. During the time 
United Tanker Corp. was acquiring these vessels, the China Interna- 
tional Foundation was organized as a charitable corporation and by 
1948 had acquired as a gift from Chinese aliens a controlling stock 
interest in United and affiliated corporations. Newbold Morris served 
as president of China Foundation, Inc., from the time of its in 
corpori ition, and his law firm did most of the work in handling the 
organization of this corporation and its affiliates. The wide publicity 
given to Morris’ appearance before this subcommittee is attributable 
to his own behavior as a witness and to the fact that he then held the 
position of Special Assistant to the Attorney General in charge of 
investigating corruption in Government. 

In examining into the subsequent management of the United Tanke: 
Corp. as well as into the operation of the tankers owned by this firm, 
this subcommittee found several instances in which the company was 
engaged in questionable and, in some instances, illegal practices 
including the following : 

(a) Between July 1949 and May 1950, two of these tankers were 
chartered to the Soviet Government and carried six cargoes of petro- 
leum and other oil produce ts between Constanza, Rumania, and Com 
munist ports in North China, North Korea, and Siberia. During this 
same period, other vessels owned by the United Tanker Corp. were 
making substantial profits in the carriage of ECA oil. 

(b) The United Tanker Corp. and its affiliated companies had a 
gross income of approximately $14,000,000 from 1948 through 1% 
and yet these corporations paid a total of only $24.97 in Federal taxes 
during this period. 

(c) The United Tanker Corp. followed a practice of replacing 
American crewmen on these American-flag vessels with cheap foreign 
crews in violation of the spirit of existing regulations. 

(7) Four of the vessels controlled by the United Tanker Corp. 
employed foreign radio operators in violation of the Federal Com- 
munications Act. 

A report of the subcommittee’s investigation of this case was sub- 
mitted to the Senate on May 29, 1952 (Rept. 1613, 82d Cong., 2d 
sess. ). 

In November 1951 the United States Department of Justice filed a 
libel of information in the United States District Court for the Eastern 
District of Virginia asking that the court adjudge the tanker Meacham 
forfeited for breach of certain provisions of the Shipping Act of 1916, 








SENATE COMMITTEE ON GOVERNMENT OPERATIONS 


asamended. At that time, the Meacham was owned by the Meacham 
Corp., an affiliate of the United T anker Corp. The Government al- 
leged spec ifies ally that the vessel had been transferred to alten interests 
without the prior approval of the Maritime Commission and contrary 
to the existing law governing such transactions. In an opinion ren- 
dered by the court early in October 1952, it was held that the Meacham 
was a Chinese ship, and it was dee = that the vessel be forfeited to 
the Government. This subcommittee has been advised that similar 
action will be taken against other vessels owned by the United Tanker 
(\ 9 or its subsidiary and affiliated companies. athe 

he Department of Justice is also making an examination into the 
aul ion, chartering, and resale of other tanker vessels owned by the 
Am erican Overseas Tanker Corp., China International Foundation, 
Inc.. North American Shipping & Trading Co., Inc., and the United 
States Petroleum Carriers, Inc., as well as by the various affiliates 
and subsidiaries of these corpor: ations, which involve a total of 47 
vessels. It was the purpose of that inquiry to determine whether 
civil as well as criminal action should be taken against these com- 
panies and the responsible officials and representatives of these firms. 
Subsequent to the court decision in the case of the tanker Meacham, 

Department of Justice filed libel actions in the United States 
District Court at New York, N. Y., and Norfolk, Va., against three 
other T-2 type tankers, which were the subjects of investigation by 
the subcommittee and which are presently owned by the North Amer- 

n Shipping & Trading Co., Inc. At the present time, a Federal 
grand jury sitting at Washington, D. C., is inquiring into certain 
tre franehehleiae, as they relate to possible criminal violations, involving 
the American Overseas Tanker Corp., United Tanker Corp., North 
(met ican Shipping & Trading Co., Inc., and the United States Petro- 
leum Carriers, Ine. 

Finally, the Bureau of Internal Revenue is engaged in a thorough 
examination of the tax returns of the American Overseas Tanker 
Corp. and United Tanker Corp., together with subsidiary and affili- 
ated firms which may result in substantial additional tax assessments 
against these companies. 

The subcommittee’s investigation and hearings in this case pointed 
up the fact that a number of surplus Government-owned tankers, as 
well as dry-cargo vessels, may have been sold to foreign interests in 
violation of existing merchant-marine laws. Many of these cases are 
now under investigation by the Maritime Administration and the De 
partment of Justice. In the event there are judicial determinations 
that existing laws have been violated in the original purchase of these 
vessels, it is very likely that the Government. may make recoveries 
amounting to many millions of dollars. 


Disposal of surplus property, Jefferson Barracks, Mo. 

As part of the continuing investigation into the activities of influ- 
ence peddlers and ee this subcommittee’s attention was drawn to 
a deal whereby a St. Louis business firm, J. D. Streett & Co., paid a 
925,000 fee to a politic; ian lawyer for allegedly using his influence to 
assist the firm in successfully concluding a $90,000 surplus property 
transaction with the Federal Government. 

The property involved was part of the Jefferson Barracks at St. 
Louis. The J. D. Streett & Co. was extremely anxious to acquire this 
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property in order to begin manufacturing qperations. They em 
ployed a real-estate firm to file the application in the normal m I 
with the War Assets Administration. After waiting about 6 weeks. 
Mr. Kenneth C. Baker, president of the J. D. Streett & Co., discusse: 
his problem with Mr. Lee B. Schumacher, a St. Louis businessi,). 
Schumacher made some cursory inquiries about the status of the sale 
and then informed Baker that his company would not be able to 
acquire the property unless the company retained an attorney with 
the right political contacts in Washington. Schumacher reco) 

mended James A. Waechter, a St. Louis attorney active in Democrat 

polities, as the right man for the job and fixed the fee at $25,000) 
Baker gave Schumacher a $25,000 check payable to Waechter dated 
June 10, 1949, to be held until his company obtained the property 
Baker never met Waechter or discussed the case with him until s 

tember 1949 after J. D. Streett & Co. actually obtained the property 

Waechter, in the hearings before the subcommittee, testified | 
Schumacher was referred to him by the late Robert E. Hanneg 
former Postmaster General and former chairman of the National 
Democratic Committee. Waechter further testified that Schumache 
engaged him on a contingent fee of $25,000 to help acquire part of 
the Jefferson Barracks property in St. Louis for J. D. Streett & Co. 
Waechter said that the only work he ever did to earn his fee was to 
make one telephone call to an unknown official in General Services 
Administration in Washington and two telephone calls to Robert = 
Hannegan. Waechter denied under oath that he made any atten 
to use influence and stated that he learned as a result of his phone 
calls that the application for the purchase of the property was being 
processed through normal channels and that the property would be 
acquired by J. D. Streett & Co. in due course. 

Through normal operations a deal was finally worked out by the 
General Services Administration whereby the firm of Kremer Hic! 
& Co., of St. Louis, paid $25,000 for 36 acres of land, and J. D. Streett 
& Co. paid the Government $90,000 for the buildings and improv 
ments on the land, and a lease was granted by Kremer Hicks to J. D). 
Streett for a term of several years. 

After the property's transfer, the check of $25,000 was turned over 
to Waechter, and Waechter claims he never split or shared his fee 
with anyone. Schumacher refused to testify on grounds of self- 
inerimination. 

Following the subcommittee’s recommendation at previous 5-per- 
center hearings, the standard Government contract forms wer 
amended in 1949 to provide for disclosures of contingent fee retainers 
or the employment of anyone to help obtain contracts. J. D. Streett 
failed to disclose the payment of a contingent fee. The Attorney 
General’s office has referred this matter to the United States attorney 
in St. Louis with instructions to take action under a breach of 
ranty of the contract to recover from J. D. Streett & Co. the amount 
of contingent commissions in the sum of $25,000 paid to Waeciite 
It is also understood that the FBI has the matter under current inve- 
tigation to determine whether or not there has been any possible 
criminal violation. 

This case serves to point up the necessity for legitimate businessmen, 
in their dealings with the Government, to steer clear of ne 
peddlers and fixers. It is ironic that the facts disclosed that J. D. 
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& Co.’s application to acquire property was handled through 

e channels and there is no evidence that the employment of 

r had any effect on the Government decision to sell the prop- 

i D. Streett & Co., and it is clear that a $25,000 fee was paid for 

nee which did not exist. The subcommittee reported its findings 

case in a report to the Senate (Report 2049, 82d Cong., 2d sess.). 

e of the basic weaknesses of the laws and regulations to eliminate 

nee peddling is that, although contractors can be punished by 

ition if they pay an undisclosed contingent fee or criminally if 

make false statements in contracts relative to the employment of 

nee peddlers, there is no provision for criminal punishment of 

nan who purports to have influence or who solicits employment as 

fluence peddler. In order to remedy this situation, the chairman, 

Clyde R. Hoey, introduced a bill on July 2, 1952, S. 3450, 

ty-seco mad Congress, second session, cosponsored by the aa Six 

itors of the subcommittee, to amend the Criminal Code to make it 

ininal offense to hold oneself out, or to solicit employment, as an 

ence peddler. The Senate did not have an opportunity to pass 

pon this bill in the last session of Congress but it is anticipated that 
this or similar legislation will be introduced in the next Congress. 


Charles FE. Shaver; Mrs. Flo Bratten; RFC loans 
October 1951, after stories appeared in the New York Herald 
bune alleging that Charles E. Shaver, chief counsel of the Senate 


|| Business Committee, and Mrs. Flo Bratten, secretary to Vice 
dent Barkley, had contacted the RFC on behalf of persons seek- 


» Government loans, this subeommittee initiated an investigation. 

ediately following the public disclosure of these facts, Senator 

John J. Sparkman, who was chairman of the Senate Small Business 

Conunittee, also requested this subcommittee to make an investigation 

of these charges. At about the same time the Department of Justice 

lso initiated inquiries in this case for the purpose of determining 
whether any criminal laws had been violated. 

rhe subeommittee investigation revealed that on several occasions 

1950 and 1951, Mr. Shaver, accompanied by Mrs. Bratten, contacted 

IC officials on behalf of companies seeking loans for that agency. 
vas also found that Shaver on many other occasions, while he was 
ate counsel, contacted the RFC in connection with other loans at 
s when he was not accompanied by Mrs. Bratten. Investigation 
further revealed that Shaver had been receiving legal fees from some 
of these loan applicants at a time when he was employed in the Senate. 
However, there was no evidence that Mrs. Bratten received any fees 
or other remuneration for her part in contacting the RFC in these 
aves. It appeared from the investigation that Mrs. Bratten was 
merely seeking to assist friends or acquaintances and she was perform- 
ig this service without the knowledge or authorization of Vice 
President Barkley, by whom she was employed. 

\ few days after this subcommittee initiated its investigation, 
Shaver resigned his position as chief counsel of the Senate Small Busi- 
ness Committee. 

After completing a preliminary inquiry in this matter and making 
the results of its inquiries available to the Department of Justice, 
the subcommittee decided that in view of the fact that the Department 
of Justice was making an investigation into the matter involving crim- 
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inal violations, the subcommittee would take no action pending the 
outcome of the Justice Department’s investigation. In June 1952 q 
Federal grand jury at Washington, D. C., indicted Mr. Shaver and 
three other persons for agreeing to accept fees for the use of influence 
of his position as counsel to Senate committee before the RFC and the 
Interstate Commerce Commission. Shaver was also charged with 
conspir ine to defraud the Government in connection with his re pre 
senting priv: ite clients while acting as a congressional committee 
counsel. This same grand jury found that there was no wrongdoing 
on Mrs. Bratten’s part in connection with these matters. On January 
5, 1953, Shaver and one of the other persons involved in this case 
pleaded guilty in Federal Court and they are now awaiting sentence, 
The charges against the other two individuals will be dropped. 


Vuartermaster Research and Deve lopme nt Laboratory (Natick, Mass 

The subcommittee conducted a preliminary investigation as a result 
of Senate Resolution 313 introduced in the Senate by Senator Mart 
of Pennsylvania, and cosponsored by nine other Senators. This reso 
lution provided that no further funds be disbursed or obligated toward 
the acquisition of land and the construction of a research laboratory 
for the Quartermaster Corps until the Committee on Government 
Operations determined whether or not the provisions of Public Law 
124 (SIst Cong.) had been complied with. 

Public Law 424 (Sist Cong.) reads as follows: 


AN ACT To authorize the construction of a research laboratory for the Quart 
Corps, United States Army, at a location to be selected by the Secretary of Defe 


Be it enacted by the Senate and House of Representatives of the United s 
of America in Congress assembled, That there is hereby authorized to be app 
priated not to exceed $11,000,000 for the acquisition of land and for the co 
tion thereon of a research laboratory for the Quartermaster Corps, United States 
Army, at a location to be selected by the Secretary of Defense, and for 
utilities and appurtenances thereto as, in the judgment of the Secretary of the 
Army, may be necessary in connection therewith. The site shall be chose! 
the basis of recommendations of an impartial ad hoc committee of experts to b 
appointed by the Research and Development Board 

This preliminary investigation disclosed that an ad hoe committe 
of experts was selected pursuant to this public law and after consider 
ing some 340 proposed sites recommended the selection of three sites 
in the following order: (1) Natick, Mass.: (2) Fort Sheridan, Il: 
(3) Atlanta, Ga. 

The ad hoe committee submitted its report to the Chairman of 
the Research and Development Board (the appointing authority) de 
scribing each of the afore-mentioned sites in detail as to definite loca 
tion, acreage, price, and furnishing a deseription of each selected site 
by metes and bounds. This report was filed January 23, 1951, and o1 
March 8, 1951, the Secretary of Defense announced the designation 
of Natic k, Mass., as the location of the research center. Immediatel) 
following this announcement on the part of the Secretary of Defense 
it was decided to send an inspection group to the site at Natick, Mass. 
The inspection group left Washington on the Ist day of April 191 
and upon their return to Washington on April 10, 1951, prepared and 
submitted a blistering report condemning the site recommended by the 
ad hoe committee and selected by the Secretary of Defense. ‘They 
urged that the research laboratory not be constructed on this site as 
recommended. The report set out in detail many and sundry obje 
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tions as to Why the site was not a suitable one upon which to construct 
the research laboratory. Some of the major reasons were: (1) That 
he site consisted of a bog, swamp, and hill; (2) Natick was inacces- 
ible from a transportation standpoint to Washington and other parts 
of the United States; (8) that the housing situation was inadequate 
+o meet the demands of the personnel to be connected with the research 
iboratory; and (4) cost of preparation of ground as a building site 
ild be prohibitive. 
In the report the inspection group said that they had visited several 
ier possible sites in the vicinity of Natick and that one of these 
tes visited was adequate from the standpoint that it was solid level 
vround, with equal facilities as to transportation, water, etc., as the site 
lected by the ad hoe committee. 
The preliminary investigation by the subcommittee disclosed that 
e Secretary of Defense without advice on the part of the ad hoe 
mittee, as called for in Public Law 424, selected the alternate 
eat Natick, Mass., and this site was purchased for approximately 
t WOU, 
lhe staff reported its findings to the subeommittee and on June 3, 
.it was decided by the subcommittee that no further investigation 
ld be made as it appeared that should a full investigation be made, 
»most the subcommittee could do would be to recommend the repeal 
Public Law 424 (Sist Cong.). 
r the circumstances the subcommittee was of the opinion that 
e only way to deal with this problem effectively would be for inter- 
ed Members of the Senate to introduce appropriate legislation. If 
s course of action was taken such a bill would be referred to the 
propriate legislative committee and hearings could be held to de 
rmine what, if any, action could be taken in the matter. 
Subsequently, the matter of the building of this research center at 
Natick site which had been selected by the group of experts was 
onsidered by the Senate Appropriations Committee and it was 
ally decided that the construction should proceed as planned on 
e Natick site. 


Na 


of aluminum plant, Torrance. ¢ alit.. to Landulant syndic ate 


Hearings before a House committee and ne Wspaper reports con- 
ined allegations that improprieties were involved in the sale of 
Government-owned surplus aluminum plant located in Pidabs, 
Calif., while Mr. Jess Larson was the Administrator of the War Assets 
\(ministration. 

After the publication of these allegations, on November 30, 1951, 
Mr. Larson communicated with this subcommittee and requested that 
i full investigation be made of these charges. Mr. Larson made avail- 
ble to the subcommittee his personal records, bank accounts, net 
worth statements, tax returns, ete. An audit was made and an investi- 
gation conducted. Mr. Larson was examined before the subcommittee 
inder oath. 

It is the feeling of the subcommittee that where charges against 
Government officials are not substantiated, such officials are entitled 
tothe protection that the truth will afford them and the record should 
“oshow. In this case the subcommittee found no evidence to indicate 
that Mr. Jess Larson received any improper income or that he made 
ny improper financial gains. 


S. Rept. 5, 83—1 6 
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However, the investigation disclosed that Frank Nathan did |ead 
the principals who purchased the surplus property, to believe that 
through his supposed influence with Larson he was instrumental jn 
obtaining the Government contract for them; whereas, in fact, Nathay 


had no influence and played no part in obtaining the Government 
contract. 


Government surplus property located at an aluminum plant in Tor 
rance Calif., consisting of rectifiers, generators, transformers and 
other heavy-duty electrical devices was offered for public sale. Over 
5,000 brochures were sent out by the War Assets Administration 


questing bids. The highest bids received were from J. H. Ai 

who offered $785,000 for the equipment, and the Dulien Steel Prodwets 
Co., who offered to negotiate a sale on a percentage basis with a imi) 
inum guaranty to the Government of $750,000 and an escalator per 
centage to the Government on all sales over $750,000. While these 
bids were being considered, Mr. Irwin Geiger, attorney for the D 
Steel Products Co., prevailed upon Mr. J. H. Anthony to join with 
the Duliien group to make a joint offer to purchase the property on a 
percentage basis. The testimony shows that J. H. Anthony, the Dulien 
Steel Products Co. and the L. J. Land Co. formed a syndicate called 
Landulant-Torrance. 

The percentage of sale proposal of the Landulent-Torrance S\ 
cate was submitted to the General Board of the War Assets Adminis 
tration and hearings were held. On July 13, 1948, the General R 
Board made a counterproposal whereby the Government was to receive 
a guaranty of the first $750,000 in liquidation of the assets, 50 percent 
in excess thereof up to $1,000,000 and 60 percent of the sales price 
excess of $1,000,000. Mr. Geiger, the attorney for the Landulant Sy: 
dicate, was out of town and did not learn of this counterproposal wnti! 
several days later. 

On the same day that the General Review Board decided on a cow 
terproposal, July 13, 1948, one of the members of the Landulant Sy: 
dicate, Mr. Sidney Land, then in New York, received a long-«istance 
telephone call from Frank Nathan and from Joseph Labowitz, a 
competitor in the scrap-iron trade who were then in W ashington. 1). ( 
It appears from the testimony that the syndicate which was alread) 
in the process of acquiring the property was convinced by Ni it 
that through Nathan’s influence with Jess Larson, the Torrance »p lant 
deal could be closed with the War Assets Administration provided 
that the syndicate would “cut in” Labowitz and Nathan for a 20-pe! 
cent share of the profits. Mr. Sidney Land, then unaware of th Wu 
Assets General Board’s counterproposal, agreed and an appointme 
was arranged for Labowitz and Land to confer with Jess Lars: 
next day, July 14, 1948. The subcommittee has not been able to 
determine who arranged the appointment to meet with Mr. Lar-on. 

At this conference Mr. Larson, on the basis of the War -\ssets 
Administration General Board’s counterproposal, entered into a lette! 
of intent with Sidney Land on behalf of the Landulant Syndic: t 
ting forth the general terms of a formal contract. 

The liquidation was highly successful and the Government received 
“pproximately $1,774,000, (The highest prior bid had been $755.00” 
‘The net profit to the Landul: ant Sy ndicate was approximately S01), 
Frank N ‘ath: an received $57,000 as his 10-percent share of the net profit 
for doing nothing more than making a long-distance telephone call ' 


0 





Cl] 
th 
th 





SENATE COMMITTEE ON GOVERNMENT OPERATIONS 79 


ind falsely implying that he had influence to close the contract. 
testimony of Geiger, Larson, and others clearly shows that 
in did nothing and exerted no influence on the Government. 
ver, these is no doubt that Nathan convinced Labowitz and Land 
e had influence with Larson. Apparently, Nathan, in some 
vn manner, learned of the counterproposal made by the War 
\dministration General Review Board on July 13, 1948, before 
embers of the Landulant Syndicate did, and he capitalized on 
snowledge and a slight acquaintance with Larson. Nathan left 
npression that he had influence with Larson, although the evi 
fails to show that he had such influence. In justice to Larson, it 
ist be pointed out that Larson placed Nathan on a “watch list” in 
November 1948 after he found that Nathan was “dropping his name” 
public places and implying that he had influence with Larson. 
lis case again illustrates the common fallacy among businessmen 
ho deal with the Government that they must have a “fixer” or influ 
peddler to do business with the Government. Here again is an 
example of a case in which a contract was awarded on its merits and 
through normal channels without the use of influence, but nevertheless 
rp-witted chiselers managed to convince businessmen that they had 
ence when, in fact, they did not. 


»mmittee on Antice nsorship 
\pril 24, 1952, Senator Moody (Democrat, of Michigan) intro- 
| Senate Resolution 309, Eighty-second Congress, second session, 
uithorizing that a full study be made of the policies and procedures 
e executive agencies regarding the dissemination of information, 

d the free and unobstructed flow of news. Such study was to in- 
clude the application of Executive Order No. 10290, the so-called 
President’s Security Order. 

Ihe Committee on Government Operations established the Anti- 

ship Subcommittee as a component part of the Permanent Sub- 
ommittee on Investigations with Senator Moody as chairman and 
Senators MeClellan, Monroney, Nixon, and Schoeppel as members. 
lhe first action of the subcommittee was to establish an advisory 
ommittee consisting of representatives of the press and radio to 
issist the subcommittee in studying the problems of censorship by 
Government agencies. 

The subeommittee, in order that it might more readily examine 
cases of alleged improper censorship, asked newspapermen and others 

ho might have criticisms of policies of Government agencies to send 
ily suggestions or criticisms to the committee. 

In addition, the subcommittee examined the background and opera- 
tion of the President’s Executive Order No. 10290. This order sought 
to establish uniform standards for classifying, transmitting, and 
handling information by the executive departments and agencies. Its 
stated purpose was to make proper information more easily available, 
while safeguarding information necessary in the interest of the se- 
urity of the United States. 

Following the President’s order, a flood of adverse comment, prin- 
cipally editorial, condemned the order as inimical to the freedom of 
the press, alleged it was a camouflage to cover up mistakes, and claimed 
that necessity for such severe censorship had not been proven. 

Preliminary inquiries indicate that prior to the issuance of the 
Executive order, the Interdepartmental Committee on Internal Se- 
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curity under the National Security Council made a long and exhaustive 


study of the problem of protecting information essential to the na 
tional security. The order appears to have been drafted under the 
guidance of the National Security Council. 

The advisory committee of newspapermen met with representatives 
of the Interdepartmental Committee on Internal Security for th 
purpose of studying the effect of the President’s Executive orde) 
Due to the national political campaigns the advisory committee did 
not have an opportunity to complete studies which it started, 

The President directed the National Security Council, through its 
committees, to maintain a continuing review of the activities in al] 
agencies to achieve uniform compliance with the President’s orde 
and to prevent the withholding of information which could be d 
vulged without harm to our national security. The President als 
sent a letter to the heads of the executive departments and agencies 
emphasizing that the regulations and Executive order were “to be us 
exclusively to safeguard the security of the Nation and were not to by 
used under any circumstances for any other purpose.” 

Our investigation to date indicates that prior to the promulgation of 
the Executive order there was lack of uniformity in the handling of 
such information by Government agencies. One of the objectives of 
the Executive order was to achieve such uniformity. 

It appears that if the stated intent and purposes of the President's 
Executive order are followed and are strictly confined to matters i1 
volving national security, the order will not improperly restrict th 
release of information to the press. The apparent danger in the in 
plementation of the President's order is that under the guise of secw 
ity, agencies or individuals might abuse the President’s directive an 
cloak certain information with security classification to hide errors, 
mistakes, or misconduct. An additional danger is the possible tend 
ency to overclassify security information. It is, therefore, imperativ: 
that adequate machinery be set up to maintain a continuing surve 
lance of the actions taken under this Executive order. 

Neither the Interdepartmental Committee on Internal Security noi 
any other group in the executive branch have definite plans to poli 
the various executive agencies to determine whether they are classify 
ing security information in accordance with the Executive order. It is 
believed that this Interdepartmental Committee or some other branch 
of the National Security Council should make periodic spot checks 
determine whether the agencies follow the spirit of the Executiv 
order and to prevent abuses in the field of classified information. 

In order to ascertain the present policies and rules effecting the 
release of information by Government officials, 29 Government agencies 
were requested to furnish information as to the manner in which they 
carried out the directives under the President’s Executive order and to 
furnish copies of the rules and regulations which restricted the 1% 
lease to the press of this type of information. 

An analysis of the replies received from the agencies generally 
shows an awareness that the security classifications—*Top secret, 
“Secret,” “Confidential,” and “Restricted”—were to be applied only to 
information which needed protection on the ground of national secu 
rity. On nonmilitary security matters, examination showed that ‘ 
out of 29 departments and agencies have no regulations restricting the 
issuance of nonsecurity information. One agency apparently makes 
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no distinction between security information and nonsecurity informa- 
tion. 

Many agencies are bound by statutory restrictions or they have 
rules which restrict divulging certain information. These restrictions 
include laws prohibiting releasing information on income tax re- 
turns. commercial trade secrets furnished to the Government, FBI 
ports and investigation information, medical records, premature in- 
fe rmation or decisions of administrative boards before proper an- 
nouncement by the board, issuance of crop reports where premature re- 
lease would work to tremendous financial advantage to one who had 
idvance knowledge, and the like. 

In view of the critical comments of the press concerning improper 
suppression of news, a general invitation had been extended to the 
press to submit instances of unjustified withholding of facts. Ejight- 
een such complaints were reported and investigated. Certain of 
these cases show that the Government agencies were correct in re- 
fusing to release information because of statutory prohibitions or 
for definite security reasons. There were some cases where the de- 
partments improperly restricted news items and there were a few 

ases where agencies refused to give information but later changed 
their practices and released the information after the investigation 
was initiated. 

This subcommittee has not been able to complete its work due to the 
fact that the Senate Members as well as the members of the press 
advisory committee have been engaged in the recent elections. How- 
ever, the work of the subcommittee has already resulted in reversing 
existing policies in two cases in which important information was 
withheld from the public. In another case changes are being con- 
templated in the existing policy. The first two cases involved the 
release of information by the Bureau of Internal Revenue relating 
tothe applications for hearings on basic liquor permits and the release 
of information concerning compromise settlements on adulterated 
liquor cases. In another case involving the release of information on 
Presidential pardons, it has been the policy of the Department of 
Justice to withhold such information from the public. However, the 
Department is now working on a method by which considerable in- 
formation on these pardons can be made available to the press. In 
each of these instances where concrete accomplishments were made, 
it was the result of complaints received from newspaper sources. 

It is felt that even in the short space of time allotted to the Sub- 
committee on Anticensorship it has been effective in alerting agencies 
to the knowledge that any practice of improperly withholding news 
would be subject to scrutiny. It has also pointed up the fact that the 
suppression of information in order to avoid embarrassment to the 
administration or some official in the Government should and will not 
be countenanced. There is nothing in the law or in the rules and regu- 
lations of the various agencies or de partments under which informa- 
tion can be restricted merely to cover up _ ikes, errors, or miscon- 
duct. If such information is restricted, it is the result of an im- 
proper act taken by some individual vases or official without sane- 
tion or any law or regulation. 

. . * 
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In addition to the cases discussed above the subcommittee or jts 
staff has also made inquiries in many other cases which were not the 
subject of public hearings. In numerous instances preliminary inves 
tigations into these complaints resulted in having abuses corrected 
in different departments of the Government. 

Furthermore, considerable information was amassed by the sub 


committee in the course of inquiries of this type with reference to th 
manner in which various departments and agencies of Governn 
were operated. From time to time in these less important cases 


changes and reforms were suggested by the subcommittee without 
going through the formality of submitting formal reports to the S$ 
ate. In a number of instances these suggestions were adopted | 
agencies involved, with the result that corrective action was tak 

Those cases which attracted little public attention, together with 
the cases in which formal reports were submitted to the Senate, tend to 
indicate the broad activities in which this subcommittee was engaged 
in the Eighty-second Congress. Both types of cases have resulted 
in some improvement in the operation of government in the specific 
areas covered by the inquiries. It is also the opinion of the subcommit 
tee that aside from the accomplishme nts in spec ific cases the consta 
inquiries of a congressional investigating unit of this type | 
pronounced ee ary effect in all executive departments which te: 
to prevent many abuses of executive power. 
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LETTER OF TRANSMITTAL 


ly the Congress: 

Ir insmitted herewith is the Report of the Joint Committee on Rail- 
road Retirement Legislation created pursuant to Senate Concurrent 
Resolution 51 (82d Cong., 1st sess.) for the purpose of conducting 
“ full and complete fact- -finding study and investigation of the 
Railroad Retirement Act.” 

For almost 20 years, Congress has been faced by many issues con- 

cted with railroad retirement, which, like those concerned with 
the social security and civil service retirement systems, are neces- 
warily varied and complex. Yet since the enactment of the basic 

road retirement laws in 1937, no comprehensive study of this 
ystem has been undertaken by a congressional committee. Since 
that time, Congress has had under consideration over 270 bills and 
hasenacted 11 separate laws affecting the railroad retirement system. 
While Congress has always been furnished with good technical in- 
formation by the Railroad Retirement Board, it has never had before 
ita complete and organized study of the railroad retirement system 
sich as the one now being transmitted. Consequently, the Report of 
the Joint Committee on Railroad Retirement Legislation has been 

le as thorough and comprehensive as is possible ‘within the limited 
ine required for its completion. The committee is confident that 
this report will enable Congress to have all the information, data, and 
analyses necessary to consider intelligently all questions relating to 
nilroad retirement. 

The committee has gathered information and points of view in many 
ways. Its members and staff have themselves compiled and analyzed 
ivealth of material and have made a continuous study both of this 
material and of other data and selected studies prepared by the staffs 
of various Government agencies. The committee sent two _question- 
naires to the standard railroad unions, the railway carriers, non- 
ifillated pension organizations, and the interested Federal agencies. 
(ne questionnaire dealt with the financial problems and the benefit 
tructure of the act, while the other was designed to obtain information 
ind opinions with respect to the relationships of the railroad retire- 

ment system to the old-age and survivors insurance system. A 
thind questionnaire, prepare to help the committee with its analysis 

i no id retirement and other private and public pension systems, 
io was circulated to those who administer such systems. 

Hearings were conducted on August 5, 1952, and testimony received 
from representatives of the Railroad Retirement Board, the brother- 
bods, carriers, and nonaffiliated organizations. Letters to Members 

{Congress about the system were sent to the committee and were 
inalyzed and classified for the committee’s use. Numerous staff con- 
ferences were held with the staff of the Railroad Retirement Board, 


Social Go curity Administration, Bureau of the Budget, and other 
Federal ; agencies, 
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The committee’s authorizing resolution, aside from dirs 
committee to study the railroad retirement system itself, 
ized a study “of such related problems as it may deen 

Clearly related are the general economic problems created b: 
tes Congress, in session after session, 1s called upo 
policy judgments on legislative matters affecting aged persons, 
which railroad retirement is but one. So far as this committee jc 
concerned, it believes that Congress should have before it al] pertine; 
information and analyses about general economic problems ty 
aged citizens that it is possible to - obtain before enac ting legislation, 
such as that relating to railroad retirement, which directly affects 
this growing segment of our population. For this reason, the coy. 
mittee has devoted part 2 of its report to a compilation and analysis 
of the most significant data of this type which are availab le. 

We mention with some pride the fact that we have spent only $41,() 
of the $50,000 appropriation which was granted us, and th: it we are 
therefore returning the balance of $9,000 to the Federal Treasury, 

Finally, I want ‘to express my personal thanks to my colle gues | 
the committee, namely, Senators Hill and Morse, Congressmen [i 
worth, Harris, and Wolverton for their splendid cooperation. The 
was no hint of partisanship in their approach to this study and in their 
endeavors to search out all the facts necessary for adequate congres- 
sional consideration of the issues involved. 

In transmitting this report, we wish to acknowledge a great 
to the competent and devoted staff who bore the main burden of 
study, analysis, and the preparation of the report. First, we are 
debted to Mr. Robert A. Wallace, who directed the study with great 
energy, insight, balance and organizing ability. The two resea 
associates, H. Murray Herlihy, economist and Theodore C. Soren = 
attorney, rendered splendid service. Mr. Herlihy worked primari 
on the historical development of the railroad retirement system ai d 
on the benefit and financing features of the system. Mr. Sorenson's 
work dealt primarily with the relationships of the railroad retire- 
ment system with the old age and survivors insurance system and \ 
the economic problems of the aged. We are indebted to Mrs. ag 
Nolan for her research, editorial advice, and efficient management of 
the committee’s administrative work. The committee’s actuarial | firm 
of Nelson & Warren, St. Louis, Mo., performed an outstanding service 
in furnishing us with technical data on the actuarial phases of the 
study. We are also grateful of Mrs. Marguerite Ingram and Mrs. 
Frances Eesly for their help. 

We wish also to express our appreciation to the staff of the var 10ug 
agencies, especially the Railroad Ricet Board, Federal Secur 


Agency, and Library of Congress, for much tedious work in fulfi ‘lin ng 
our requests for statistical material and other data. 


Paut H. Dovanas, Chairman. 








TEXT OF AUTHORIZING RESOLUTION 

[S. Con. Res. 51, 82d Cong., 1st sess. ] 

CONCURRENT RESOLUTION 

lved by the Senate (the House of Representatives concurring), That there 
eby established a joint congressional committee on railroad retirement 
tion, hereinafter called the “jgint committee”, to be composed of three 
bers of the Senate Committee on Labor and Public Welfare and to be ap- 
by the chairman of that committee, and three members of the House 
on Interstate and Foreign Commerce and to be appointed by the 
Vacancies in the membership of the joint committee shall not affect 
‘of the remaining members to execute the functions of the joint com- 
and shall be filled in the same manner as the original selection. The 
mittee shall select a chairman and vice chairman from among its 

2. It shall be the duty of the joint committee, and it is hereby authorized 
lirected, to make a full and complete fact-finding study and investigation 

Railroad Retirement Act, and of such related problems as it may deem 

ith a view toward ascertaining what changes should be made in such 

The joint committee shall determine the scope of such study and investi- 

on, Without limitation thereon, and the following shall be given consideration: 

|. The character and amount of present benefits and the estimated cost of 
providing such benefits. 

2 The existing relationships between the system established by the Railroad 

ement Act and the old-age and survivors insurance system. 
The changes that should be made in the character and amount of benefits 

e provided workers subject to the Railroad Retirement Act and the estimated 
cost of providing such benefits. 

4, Any changes that should be made in the existing relationships between the 
system established by the Railroad Retirement Act and the old-age and survivors 
insurance system with a view to simplifying administration, eliminating in- 
quities and anomalies as regards benefits to workers whose earnings are included 
whole or in part under either system, and strengthening the financial base 
benefits to be provided under one system without impairing the financial 
we underlying benefits provided under the other system. 

Sec. 3. For the purposes of this resolution, the joint committee, or any duly 
avhorized subcommittee thereof, is authorized to sit and act at such places 
and times during the sessions, recesses, and adjourned periods of the Eighty- 
scond Congress, to require by subpena or otherwise the attendance of such 
witnesses and the production of such books, papers, and documents, to administer 
such oaths, to take such testimony, to procure such printing and binding, and 
tomake such expenditures, as it deems advisable. 

Seo.4. The joint committee, or any duly authorized subcommittee thereof, 
sauthorized during the sessions, recesses, and adjourned periods of the EBighty- 
seeond Congress, to employ upon a temporary basis such technical, clerical, and 
ther assistant as it deems advisable and, with the consent of the head of the 
lepartment or ageney concerned, to utilize the services, information, facilities, 
tnd personnel of all agencies in the executive branch of the Government. 
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RETIREMENT POLICIES AND THE RATLROAD 
RETIREMENT SYSTEM 


January 9 (legislative day, JANuaRY 7), 1953.—Ordered to be printed with 
illustrations 


Mr. Dovetas, from the Joint Committee on Railroad Retirement 
Legislation, submitted the following 


REPORT 


{Pursuant to S. Con. Res. 51 and 56] 


A. SUMMARY OF THE REPORT 


The Joint Congressional Committee on Railroad Retirement Legis- 
lation determined to make a thorough, comprehensive, factfinding 
study of the railroad retirement system. Hearings were conducted 
on August 5, 1952, which demonstrated that the main groups con- 
erned were not prepared to recommend any changes at that time. 
Rather, they preferred to await the completion of this study, the fifth 
actuarial valuation of the railroad retirement system and more ex- 
perience under the 1951 amendments. The report here transmitted 
s intended to supply the facts and analyses necessary for intelli- 
gent consideration of the issues surrounding the railroad retirement 
system by both Congress. and the groups concerned. No recom- 
mendations for legislative changes are proposed. In order to facili- 
tate the most expeditious use of the report by Members of Congress, 
the committee has outlined, in general terms, a summary of the data 
iid analyses contained in this report. Since the report does not 
contain recommendations, any judgmental evaluations which might 
te inferred either from this summary or from the text of the report, 
itself, should not, of course, be attributed to the committee as a whole 
or to any individual member thereof. The summary follows: 


Urigin of the railroad retirement system 


The unique position of the railroad retirement system in American 
social insurance and the broad scope of its benefits stem from the early 
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2 RETIREMENT POLICIES AND RAILROAD RETIREMENT SYSTEM 
railroad company and union pension systems, the special congressiong 
treatment of the railroad industry since 1887, and the particular needs 
of railroad employees. Of course, the growth of the sy sten alsn 
explained, at least in part, by the entire history of society's efforts 
to meet the problems created by old age and incapacity. 
Legislative background 

The development of the railroad retirement system has traditionally 
been based upon the initiation and sponsorship, and in some instances 
compromises, of those concerned—the railroad unions and generally 
the railroad carriers. 

The railroad retirement system was officially established as a Goy- 
ernment-operated system by the Railroad Retirement Act of 1937 
(Public Law 162. 75th C one: approved June 24, 1937), and the Car- 
riers Taxing Act of 1937 (Public Law 174, 75th Cong., approved 
June 29, 1937), in cade ance with an agreement between the repre 
sentatives of railroad management and “the standard railway labor 
unions. The Railroad Retirement Act has since been amended in a 
number of respects, but only three amendments affected substantially 
the benefit or taxing provisions, or both. The first such amendment 
occurred in 1946. There was no agreement between management a) 
labor on this amendment; Congress overruled the objections of n 
agement and adopted proposals which labor favored. Of the other 
two amendments those of 1948 resulted from an agreement betwe: 
representatives of railroad management and the railway labor execu 
tives’ association. The 1951 amendments represented a compromise. 


Compared to other systems 


It is impossible to make broad generalizations comparing one re- 
tirement system with another. However, comparison of the various 
provisions of different public and private retirement plans with those 
of the railroad retirement system illustrate the fact that it uniquely 
combines features of both public and private plans in order to provide 
a system adapted to the needs of that industry. 

Financial arrangements 

The railroad retirement system is financed by payroll taxes on 
railroad employers and their employees. It has a reserve of about $3 
billion as of December 31, 1952, invested in Government bonds at 3 
percent interest; and has ‘an unfunded accrued liability of over $10 
billion of which about one-half will be financed by the Old-Age and 
Survivors Insurance Trust Fund as the result of coordinating provi- 
sions of the 1951 amendments. The tax rates for the maintenance of 
the system, however, are determined on such a level-cost basis as to 
provide for the new liabilities which accrue hereafter and to include an 
additional margin which secures to the account an amount in lieu of 
the interest which the system would have earned if the amount repre- 
sented by the unfunded liability were funded. In this connec tion the 
Railroad Retirement Board, in a hearing before this committee on 
August 5, 1952, stated that : 


* * * if judged by the requirements of a private insurance company, there \s 
now a deficit in the railroad retirement account because the reserve of some 
$2.9 billion in the railroad retirement account is only a fraction of the accrued 
obligation of the railroad retirement system with respect to service already per 
formed. However, a system such as the railroad retirement system is not com 
parable to a private insurance company. In the case of the latter, the reserve 
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must always be equal to the total of accrued liabilities. This is not necessary, 
however, and is not done with the railroad retirement system, or any other 
‘erally administered retirement plan, or the large majority of State and 
municipal systems, under which contributions or taxes are compulsory. Under 
sich plans, new accessions are automatically guaranteed. Generally, also, the 
ntributions of employees are matched by the employers, as, for example, under 
‘he railroad retirement and social security systems, and approximately by the 
Federal Government as employer under the Civil Service Retirement Act. The 
compulsory nature of these governmental retirement plans permits, and properly 
«. the anticipation of future contributions from the present employee group as 
well as for entrants in future years. In the last analysis, this can be done 
tecause these systems are by their very nature on an indefinitely continuing 
ysis, that is, open end as contrasted with the private insurance contract. For 
those reasons, Congress adopted the level-cost method of financing these govern- 
mental plans. The basis adopted has been a flat tax rate applicable to present 
employees and new entrants alike, regardless of age. Under this method, an 
yfunded liability of a substantial size is therefore inherent to the extent that 
yovision is made for crediting prior service (direct and indirect) of the initial 
goup covered and by reason of later liberalizations applicable to years of service 
fr which less taxes were paid. The essence of the method is that this liability 
is reflected in the determination of the level rate itself which is essentially 
mposed of two parts: (@) new entrant rate and (0b) annual interest charge 
nthe accrued liability expressed as a percent of payroll. The logic is that while 
there will never be enough funds on hand to meet the liabilities which have been 
wurred to date, nevertheless, the continuing nature of the plan will always pro- 
ride enough funds to meet the actual benefit obligations as they accrue. 





Actuarial assumptions used in cost estimates 


Many of the actuarial assumptions involve not only statistical anal- 
yes of actual experience in prior years, but also an attempt to fore- 
ust future statistics. According to the committee’s actuarial con- 
aiitant, the assumptions used by the Board are generally reasonable. 
‘ight changes which might be warranted indicate that the cost esti- 

ates used by the Board are not overly conservative. Although there 
esome differences of opinion among the actuaries concerned with the 
‘ifth valuation it should be stated that the committee’s actuarial con- 

tant feels that the Board’s figures are not conservative enough. 
Methods of inereasing revenues 

With respect to the possibility of increasing revenues by means of a 
iiferent type of investment of the reserve, the report contains argu- 
nents for and against investing the railroad retirement funds in 
private securities, tax-exempt State and municipal bonds, and in 
iderally guaranteed mortgages. There is evidence that investment of 
‘portion of the reserve in federally guaranteed mortgages would in- 
tease net interest yields on that portion by 4 to 1% percent. 


The work clause as a source of savings in the retirement fund 

The Railroad Retirement Act does not have a work clause for age 
unuitants like the Social Security Act which prohibits payment 
ifthe benefit for any month in which the beneficiary earns more than 
‘i, but it does have a provision against dual benefits applicable where 
lutaxed service before 1937 increases the annuity, and a provision 
igulnst working for a railroad or the last employer. 

thus, with respect to service after 1936, age annuitants are not 
jeualized for participation in the labor force except for work in the 
tuploy of a railroad or his last employer. This is also true with re- 
‘pect to service before 1937 unless the annuitant becomes entitled to a 
weial-security benefit. 

Both the work clause in the Social Security Act and the reduction 
Provision in the Railroad Retirement Act achieve savings to the respec- 
live systems. According to the testimony, the reduction provision 
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saves the retirement system an aggregate of $385 million, without 
interest, while a work clause such as that of the social-security systey 


would save the system about 1 percent of payroll or $50 million a year fone 
in perpetuity, which is considerably more than the savings from the Lonel 


provision against dual benefits. 
Disability annuitants under the railroad-retirement system who are 
under age 65 face a work restriction which is considerably less severe 


than the work clause under the social-security system on age benefici- Th 
aries. Disability annuities cease only after the annuitant earns mor s 
than $75 a month in each of six consecutive calendar months. rather _ 
than $75 in any single month as under the Social Security Act. The 3.) 
Railroad Retirement Board estimated that if this work restriction - 
were imposed on a monthly basis and changed to $100, there would be wa 
a slight saving to the system, and if it were changed to $125, there die 
would be a slight increase in cost to the system. oe 

The railroad-retirement system has the same work clause for sur- ai 
vivor annuitants as the social-security system, that is, the annuity is ans 
suspended in any month in which the annuitant earns more than $75 Hi ys! 
in social security employment. adh 
Liberalizing benefits and eligibility requirements the el 

The most important issue here presented is one of finance—how to Hye" 
liberalize without endangering the financial soundness of the system. Hifi: is 
If adequate funds were available to permit some liberalization, Con- Ont 


gress has a great variety of proposals to choose from. The issues, as 
in other fields, are bound up in what use available funds should be Hi wad y 
put to. benefit 
Coordination of railroad retirement with social security 

Outside of the retirement system of the Federal Reserve banks, the J 
railroad-retirement system is the only federally administered system 
which is coordinated with the social-security system. 

Coordinating provisions include those which affect the transfer to 
the social-security system of employees who at retirement or death 
will have completed less than 10 years of service creditable under the 
Railroad Retirement Act, and provide for the combining of service 
and earnings under both systems for the purpose of survivor benefits 
payable under both systems. Perhaps the most important coordinat- 
ing provision is that which, in essence, is a reinsurance to effect savings 
to the railroad-retirement system; it provides, in effect, for the pur- 
chase by the railroad-retirement system from the social-security sys- 
tem of the social-security benefits for railroad workers and their 
families at the tax rate under the Social Security Act. 

One of the coordinating provisions requires the reduction of an 
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annuity based in part on untaxed service before 1937, as above (e-H.. fou 
scribed, but only if the annuitant is eligible also for an old-age benefit The t 
under the Social Security Act. The committee has received many com- 3,» 1 I 
plaints regarding this feature of the coordinating provisions. Ofsomegm .)"! 
271,000 annuitants and pensioners on the Board’s annuity rolls, about os 

31,000 receive benefits based in part on service before 1937 and at the . se th 
same time are eligible for benefits under the Social Security Act, with i: oe 
the result that they have had their payments reduced either by oe _ 


social security benefit or by the amount of the payment which is bascqam. ig 


on service before 1937, whichever was less, but in no case was ther en 


duction to result in lowering the total of the benefits received Img. 
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Oe ae 951 under both systems. The effect of this last condition was 
the individual received no increase, or only a part of it, but suf- 
fored no reduction in the total of his benefits. Although this dual 
enefits restriction enabled higher overall benefits to the ‘beneficiaries 
fthe railroad retirement system, many of those persons affected by 
inaturally objected to it. They asserted that is was unfair since they 
ad paid taxes into both sy stems. 
The provision was adopted as one of the means of saving funds 
weded for increases in retirement and survivor benefits generally. 
1 level-cost basis the savings are 0.15 percent of taxable yy- 
" However, the savings amount to an aggregate of $385 million, 
aclusive of interest. The Railroad Retirement Board estimated that 
these savings, as they would be invested in Government bonds at 
‘percent interest compounded annually, would increase the railroad 
irement fund, by the year 2000, by over $1 billion. The reason that 
year 2000 was selected is that around that time all persons with 
unuities based in part on the untaxed service before 1937 will pre- 
wably have died. Other means of achieving savings were consid- 
ml by Congress in 1951, such as a social security type work clause and 
je elimination of all dual benefits. This limited, dual benefit re- 
wietion was the one adopted. 


[le issue of tntegration of the railroad retirement system with OAST 

Onthe issue of whether or not railroad employees should be covered 
mder the Social Security Act for primary benefits, leaving the rail- 
wad retirement system merely as supplementary to such soc ial securit y 
ieefits, the report discusses the arguments both for and against such 

proposal. 

Vor the purpose of this discussion in the report, the committee de- 
ined the terms “coordination,” “coordinating,” and “coordinated” as 
denoting the present relationship between the two systems (as pro- 
riled in the 1951 amendments to the Railroad Retirement Act) or any 
smilar relationship, other than “integration ;” and the terms “in- 
tyration,” “integrating,” and “integrated” as denoting the supplant- 
ig of coordination by the coverage of railroad workers under the 
Swial Security Act for basic benefits with the railroad retirement 
stem bei ng merely an independent supplementary system. 

The Federal Security Agency and the Bureau of the Budget favored 
integration. Opposed were the Railroad Retirement Board and the 
hilway Labor Executives’ Association. The Association of American 

ilroads and the American Short Line Railroad Association did not 

hoc ate integration, saying that until the effect of the 1951 coordina- 

Hon m had been developed, it would be unwise to consider such a move. 

four operating standard railway labor unions took no stand on 


h; 
IS issue, 


The Federal Security Agency, in favoring integration, advanced the 
following arguments: (2) the railroad Tetirement system would 
tehieve savings from integration with the social security system be- 
aise the latter, due to its ver y large coverage, can sell insurance bene- 

‘considerably cheaper than can the railroad retirement system ; 
i) integration would solve the problem of shifting coverage between 
he two systems, which results in dual benefits; the resulting elimina- 


of dual benefits would achieve savings; (di) the railroad retire- 
lent sys tem would achieve savings from integration because it would 
able ‘to take advantage of the social security work clause, and (iv) 
gration would simplify administration. 
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The Bureau of the Budget, in its memorandum dated August 6, 1959 
tiled with this committee, and on which the Bureau relied for its ey. 
clusions favoring integration when it replied to the committee ques. 
tionnaire on the subject, stated that its views favoring int 
were based on a rough study made by it of the r ailroad retirement 
system before the 1951 amendments to the Railroad Retirement 4, t. 

The arguments advance ed by the Railroad Retirement Board againg 
integration were (7) whatever savings could be achieved through inte. 
gration have already, with minor exceptions, been achieved by the 1951 
amendments to the Railro: id Retirement Act because, under the finan. 
cial interchange provisions enacted by such amendments, all railroad 
workers are in effect purchasing the basic social-security benefits for 
the social-security tax rates, and they are thus sharing in the low-cost 
insurance the same as they would if they were directly covered under 
the Social Security Act for basic benefits; (77) the provision in the 
1951 amendments with respect to those who ve less than 10 years 0 
service, and the prov ision in those amendments for the overall min} 
mum (that is, that in no case shall the total benefits to the family ; 
less than they would have been if railroad service were creditable 
employment ‘under the Social Security Act), have solved con niet ¥ 
the problem of loss of service credits by reason of shifting em ploy 
ment, as well as the problem of dual benefits for those with less than 
10 years of service. With regard to persons with 10 or more years of 
service the problem of dual benefits is not now serious, and if thi 
should ever become a problem in the future, it could be solved by a 
amendment to the Railroad Retirement Act, or the Social Security 
Act, without integration; (727) any savings which could be achieved} 
integration from the social-security work clause could be achieved by 
a work clause in the railroad retirement system; and (iv) integratior 
would not simplify administration but, on the contrary, would make 
administration more complicated. 

The Railway Labor Executives’ Association advanced the same rea 
sons as did the Railroad Retirement Board for their own conclusio 
against integration. The Association of American Railroads and t! 
American Short Line Railroad Association said that until the effec 
of the 1951 amendments had been developed, it would be unwise ti 
consider integration. 

The committee presents the facts and arguments and leaves the issud 
to be determined by the Senate C ommittee on Labor and Public Wel 
fare and the House Committee on Interstate and Foreign Commerce 
and ultimately by the Congress itself. The committee is aware that 
in the past, views were expressed for and against integration by vario 
persons with respect to the Railroad Retirement Act before the enact 
ment of the 1951 amendments. However, these views were directed t 
earlier acts and so their discussion is confined to background cons 
erations relating to both coordination and integration. 


egrati 0} 
? 
I 


E’conomie status of aged persons 


The report contains detailed information with respect to the numbet 
and proportion of the aged persons in society and the problems they 
create with regard to their care and support, as well as their avail 
ability for productive labor. The committee is confident th it this 
formation will be of value to the Congress as a whole in dealing ¥ 
retirement questions in general as well as those concerned with rai 
road retirement. Part 2 of the report discusses this subject. 
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B. STATEMENT OF THE ISSUES 


he railroad retirement system, permanently initiated in 1937, ex- 
wads old-age, disability, and survivor protection to all employees 
of the railroad industry. On an average day, these number almost 

million. In the course of a year, over 2 million railroad workers 

m credits under the system, while a total of over 8 million have 
jone SO since 1937. 

\lmost 600,000 persons received benefits under the system in 1952 
wtaling almost $450,000,000. The largest share of those benefits, 
361,000,000, was paid to 295,000 retired workers and to the wives of 
4000 of them. The system, financed by equal taxes on employees and 

riers (now 614 percent of earnings up to $300 a month on each side), 
nd is building up a reserve to finance in p: art the benefits for the grow- 

xg number of beneficiaries. ‘The present reserve is about $3 billion. 

The large numbers of people affected and the huge amounts of 
ney involved demonstrate that, in studying the railroad retire- 
eit system, we are dealing with a signific ant segment of the Ameri- 

an population and with an extremely important area of retirement 
wlicy as it affects an important industry in the United States. Of 
wurse, railroad retirement does not compare in size nor in the amounts 


if money paid with the massive social-security system covering on 
theaverage 45 million workers, and paying benefits to over 5 million 
breficiaries in a year. It is, however, roughly comparable to the 
sun total of all State and local retirement plans or to the Federal civil- 
vrvice retirement system. The role of railroad retirement in the broad 
feld of old-age and disability protection, from the standpoint of 
noithly benefits paid, is shown in chart 1 and table 1 
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CHART 1.—MONTHLY PAYMENTS UNDER SELECTED SOCIAL INSURANCE A 
PROGRAMS, JANUARY 1938—JUNE 1947 
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TAsL_e 1.—Selected retirement systems compared as to coveram 
June 80, 1952 


! 

} ‘. : State and 

| Railroad Social loes] retire- | C ‘ 
’ | . 1c etire vis 
Retirement | Security a t 1 | 


Number covered (December | | 
1951 1. 500, 000 45, 600, 000 2, 700, 000 | 
Number receiving workers’ re- 


hp ee _NYX 
ae .| 





tiremment benefits 268, 300 2, 372, 300 285. 000 178, ¢ t!s 
Number receiving spouse's ben¢ 
fits 80, 600 668, 300 
Number receiving children’ | } 
benefits 2 68, 900 | 
Number receiving survivor bene | 
fits | 154, 200 | 1, 484, 300 | 44, 000 39, 8 prow 
Total number receiving benefits 503, 100 | 4, 593, 800 | 329, 000 215, 4 Bes 
Total monthly benefits paid $34, 205, 000 | $161, 739, 000 | $2, 840, 000 $19, 27 ‘ ‘ od | \ 
} i | Th 
! Preliminary estimates } od 
? Benefits for children of retired workers 
Nore.—Total labor force: June 1952, 64,400,000; December 1951, 62,700,000 men 
Source: Social Security Administration and Railroad Retirement Board Brot! 
ont 
ape railroad retirement system has been in operation since Augus ent 
» } 7 tent 
1935. From that time until the enactment of the 1952 amendn ent rent 
lena J Sime 
to the Social Security Act, about 270 bills to amend the Railroad I _— 
° : oO mer 
tirement Act were introduced, but Congress enacted only 12. V Thee 
hay 
these, only three (the amendments of 19-46, 1948, and 1951) as tate 
substantive changes in the system. Of the remaining nine, some wel ADO 


clarifying, others related to administration, and others provided fo 
the crediting of military service. 
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rse other retirement systems received extensive congressional] 

ition, also. During substantially the same period 915 bills 

the social-security system were inten but Congress 

nly 10, of which only three (the amendments of 1939, 1950, 

) effected substantive changes in the system. Also, during 

illy the same period 506 bills were introduced to amend the 
service Retirement Act, 36 being enacted. 


leading to the creation of the Joint Committee on Railroad 
rrement 

oe the hearings on the bills which culminated in the enact- 

the 1951 amendments to the Railroad Retirement Act, there 

inimity of opinion among all concerned with the Railroad Re- 

Act that the existing tax rates should not be increased, but 

ere differences of opinion as to the extent to which benefits 

nd should be increased. On the one hand, the Railway Labor 

ives’ Association, which is composed. of 19 standard railway 

r organizations representing about 75 percent of all active rail- 

d workers in the United States, favored increases in retirement 

ities and pensions by about 13 percent, and survivor benefits by 

{80 percent. In addition, they favored a provision for a spouse’s 

lenefit in an amount equal to one-half of the employee’s annuity or 

pension, but not exceeding $50 a month. In order to provide the 

necess ry funds to cover the added costs which their program would 

|, they proposed an increase in the maximum creditable and tax- 

ible compensation from $500 to $400 a month without changing the 

tx rate; they also proposed a “work clause” provision similar to the 

work clause in the Social Security Act; they proposed also, in order 

avoid duplication of benefits on the basis of the untaxed service 

1937, a provision to reduce the annuity or pension which is 

m such service, by the amount attributable to such service, or 

iount of the social security benefit, whichever is less (i. e., in 

se would the reduction reduce the annuity to an amount less than 

ld be payable on the basis of service after 1936, with respect to 

taxes were paid, since taxes for the maintenance of the system 

i not begin before January 1, 1937); and, finally, they proposed 
iprovision under which the railroad retirement system 1 credit 
the social security system with the full amount of the taxes the rail 

industry would pay under the Social Security Act if it were 
vered by that law, and in return, the social security system would 
mburse the railroad retirement system in an amount equal to the 
nefits the former would pay on the basis of railroad service. This 
program of the Railway Labor Executives’ Association was support- 
el by the Railroad Retirement Board. 

The four operating standard railway unions, namely, the Brother- 
hod of Locomotive Engineers, the Brotherhood of Locomotive Fire- 
nen and Enginemen, the Order of Railway Conductors, and the 
brotherhood of Railroad Trainmen, requested an increase of 25 per- 
wnt across-the-board. This request was later reduced to 1624 per- 
tent and only for annuitants and pensioners. These four unions as- 
‘med the present tax rate to be sufficient to support the requested 
increase so that they did not propose any method to increase revenues. 
They were not in accord with parts of the program of the Railway 
labor Executives’ Association, particularly the provision for in- 
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creasing the maximum creditable and taxable monthly compensation 
from $300 to $400. Nonaffiliated railroad pension organizations pro. 
posed a variety of changes to the act but no methods for financing +) 
added costs of their proposals. is 
The Association of American Railroads also opposed the increase 
in the creditable and taxable maximum monthly compensation. They 
took the position that the level cost of benefits should not exceed tax 
revenues plus interest ; that the railroads would not object to increased 
benefits if funds therefor are available under present taxes or can be 
provided by proper adjustment with the social security fund. 
During the same hearings, one witness, Mr. Murray W. Latimer, , 
pension consultant who was not representing any railroad group, f 
vored a provision which would make the railroad retirement system 
merely supplementary to the social security system, and would cover 
railroad workers under the Social Security Act for their primary 
benefits. : 
Recognizing the immediate necessity for an increase in benefits 
without awaiting the resolution of the different proposals above men 
tioned, Congress enacted the 1951 amendments to the Railroad Retire- 
ment Act, which were agreed to by all the standard railway labor or- 
eanizations and the Association of American Railroads. As enacted, 
the 1951 amendments adopted the comprehensive approach of the bill 
advocated by the Railway Labor Executives’ Association with certain 
‘hanges. ‘The amendments did not include the increase in the maxi- 
mum creditable and taxable monthly compensation, or the work clause, 


1e 


as proposed by that group. To make up for the loss of savings and | 


revenue resulting from the decision not to include these provisions, 
the proposal to increase survivor benefits was scaled down consider 
ably, and the proposed new wives’ benefit was reduced from a maxi- 
mum of $50 to $40. 

These circumstances and the different proposals above discussed, 
gave rise to the need for a study of the railroad retirement system as 
directed by Senate Concurrent Resolution 51, supra. 

In making the study pursuant to the resolution, the committee 
gathered information on the following questions: 

1. How did the railroad retirement system develop ? 

2. Is the program in harmony with the basic needs of aged persons! 

3. How does it compare with other retirement systems, public and 
private ? 

4. How has it been administered ? 

5. Is it adequately financed ? 

3. Can the Railroad Retirement Act be simplified ? 

7. What actuarial assumptions and methodology were used and 
how sound were they? 

8. By what methods could more revenue be made available, either 
to strengthen the system or make higher benefits possible? 

9. Should benefits and eligibility provisions be liberalized! 

10. 1f so, what are the costs and the justifications for the various 
proposed changes ¢ aie 

11. What are the relationships of the system with social security's 
old-age and survivors insurance system ? 

12. Should those be altered ? 

As indicated earlier in this report, the committee expresses no con- 
clusion on any of these questions but does set forth in the report the 
current views of the interested groups with respect to them. 


_ 
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Financial problems 
Taxes collected to finance the railroad retirement system, 614 
percent on employ ee’s earnings up toa maximum of $300 a month, are 
~ d by both carriers and workers. Thus a total of 121 6 percent of 
able payroll annually, plus interest at 3 pereent on the reserves, 
presents the income available to pay benefits provided by the system. 
[he present actuarial costs of the system aceording to the fifth 
vial valuation, are estimated to be 13.41 percent of taxable pay- 
|on a so-called level-cost basis (calculating costs in perpetuity), 
ving a deficit of 0.91 percent of payroll, or $4514 million a year. 
s does not mean that the system is paying out $4514 million a 
rmore than it takes in. On the contrary it is building up a reserve 
now amounts to $3 billion, but if future experience conforms 
‘isely to actuarial assumptions and estimates made, the reserve 
¢ built up will not be large enough to enable the system to pay all 
as they fall due in perpetuity, without appropriate change in 

nancial structure, 

st estimates, prepared by the Railroad Retirement Board’s ac- 
ry and reviewed by the independent Actuarial Advisory Com- 
tee, are based on actuarial assumptions about future trends in 
oyment, earnings, mortality, etc. What is in order is a review of 
jeactuarial assumptions and methods used by the Board in order to 
ermine the reliability of the estimates. The fact that the actuarial 
estimates exceed the anticipated income also makes necessary a 
udy of various means of saving money or increasing revenue. To 
the committee on this phase of the study, the committee engaged 
vrvices of the actuarial firm of Nelson & Warren of St. Louis, Mo. 


surrounding a liberalization of benefits and eligibility re 
Yul ure ments 


Whether or not benefits and eligibility provisions can be liberalized 
ends upon the financial condition of the fund. But even if a 
vvalization were found to be financially feasible, as previously 
ited, there are great differences of opinion as to how it should 
» done. 
luring the 1951 hearings, the operating groups maintained that the 
loyees paying the taxes should be the ones benefited in preference 
ves and survivors. On the other hand, the Railway Labor Execu- 
’ Association, primarily the nonoperating unions, felt that pro- 
min for the families of retired employees was also important. 
anwhile, others have advocated earlier retirement, calculating 
muities on a more favorable basis such as the five highest earning 
mars, and other types of changes. 
provide a background for determining what, if any, changes 
‘nuld be made, the committee has inve estigated the economic problems 
ing retired people generally, which appears as volume 2 of this 
Port. It has done so on grounds that Congress should be aware of 
problems before enacting legislation affecting these people. Be- 
mi this, there is a need for analysis of the many different and con- 
tng proposals for changing the benefit and eligibility provisions 
ie Railroad Retirement Act. 
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Relationships with OASI 


One school of thought on retirement problems Lin ory that the 


social security system should cover all workers, and that other sys. 
tems should be supplemental thereto. By and large, this has bey 
resisted by those affected by railroad retirement, and there has been 
a jealous watchfulness to prevent the abolition of the railroad system 
as an entirely separate system. Certainly the problems which wou; 


be created by a complete “integration” of the two systems would be | 


manifold. 

In 1946 survivor benefits were coordinated so that credit was givey 
for service under both railroad retirement and OASI. As a result of 
the 1951 amendments casual workers in the railroad industry, defined 
as those having less than 10 years of railroad service, are given credit 
for their service under the social security system rather than being 
paid small benefits by the railroad retirement system. It should be 
noted that the 1951 amendments had the effect of insuring that many 
thousands of workers would automatically receive credit toward their 
social security benefits credit for short periods of railroad service, 
for which they would not ordinarily have applied under the railroad 
retirement system. Dual credit for service prior to 1937, for which no 
taxes were paid, has been eliminated by reducing railroad retirement 
benefits, when the annuitant is also eligible for a social-security benetit, 
by the degree to which his annuity is based on such prior service, or 
by the amount of the social-security benefits, whichever is less. 

The 1951 amendments also provided for a financial interchange be- 
tween the two systems so that the OASI would neither gain nor lose 
from the separate existence of the railroad retirement system. Fi- 
nally, the 1951 amendments guaranteed that no railroad annuitant shall 
receive less than he would if his railroad employment had been covered 
by social security. Thus, it would appear that the advantages claimed, 
for integration have for the most part, been achieved by the 195] 
amendments. Nevertheless, this issue needs a thorough airing and 
analysis as do proposals for altering the present relationships between 
the two. 


Simplifying the Railroad Retirement Act 

The question whether the Railroad Retirement Act be simplified 
was not undertaken originally and is not discussed elsewhere in the 
report. The need for its consideration developed in the course of th 
study conducted by the committee when numerous letters from annu 
tants under the Railroad Retirement Act, addressed to the committee 
inquired as to the meaning of the last paragraph of section 3 (b) of tl 
Railroad Retirement Act, as amended in 1951, concerning the reduc 
tion of an annuity by the amount of the social security benefit or } 
that portion of the annuity which is based on untaxed service befor 
1937, whichever is less. The committee’s staff found this and othe 
provisions in the act somewhat difficult to follow, and this may hav 
resulted from the fact that the original act was enacted in 1937 and! 
the course of the period since then has been amended several times 

As shown in this report, the Railroad Retirement Act of 1% 
(which was declared unconstitutional) was in many respects the bas 
for the Railroad Retirement Act of 1935. The latter act was amende 
as the Railroad Retirement Act of 1937, which is the act now in effect 
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was amended in 1939, 1940, 1942, 1946, 1948, 1951, and 1952. 
One bill, H. R. 4805, 78th Congress (the so-called omnibus bill), had 
the purpose of effecting simplicity and easier understanding by incor- 

iting railroad retirement and unemployment insurance programs 

ece of legislation, with all changes made up to that time, and 

ng as well a number of substantive changes which were objected 

yy some of the interested groups; the opponents pointed to the 
agth of the bill (about 200 pages) as an additional objection. Fol- 
e House hearings on the bill no action was taken thereon and 

«| with the end of the session. In order to avoid the objection of 
gth, the bill was redrafted by striking from the act some provisions 
ni adding others, which reduced the number of pages to about 50, 
ud was enacted as the amendments of 1946 (Public Law 572, 79th 
Cong. 2d sess). The same method of amendment was used in 1948 
md 1951. Congress may wish to consider the d: sirability of having 
the Railroad Retirement Act rewritten as a well-knit, comprehensive 

e of legislation (without effecting any substantive changes) by 
the legislative counsel of the House and Senate, with the advice and 

sistance of the Railroad Retirement Board, with the cooperation of 

legal professional staff members of the Senate Committee on Labor 
nd Public Welfare and the House Committee on Interstate and For- 

m Commerce, and representatives of the standard railway labor 

sand the Association of American Railroads who are most con- 
med with this legislation. 
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CHAPTER 1 
{HE ORIGINS OF THE RAILROAD RETIREMENT SYSTEM 


SUMMARY 


' responsibility for the aged and disabled traced from ancient 
mitive societies through the medieval guilds, English poor 

f 1601, Bismarckian Germany, American colonial period, in- 

ial revolution, workmen’s compensation, State old-age pensions, 

oal retirement and social security. 

e growth of private railroad pensions in the late 19th and early 
turies is discussed beginning with the Canadian Grand Trunk 
system in 1874. Reasons for railroad industry leadership in 
sion field are analyzed as are the operations of these plans. 

larly, the rise and decline of railroad union pension plans are dis- 

d and analyzed. These company and union pension systems are 
of the railroad reirement system. 


| THE GROWTH OF SOCIAL RESPONSIBILITY FOR THE AGED AND THE DISABLED 


lhe problem of growing old has been ever-present in every human 
ty, and in different stages of history. The methods of arriving 
ia solution to these problems have varied greatly in different socie- 
sand at different times, ranging from rule by the aged to murder of 
gaged with varying degrees of charity and deference accorded the 
ig between By and large the type of solution has depended 
jon the material wealth of the particular society, with consideration 
ren to the aged varying almost in direct proportion to the degree of 
wosperity. Among the primitive tribes we And that the Arunta of 
dustralia extended aN rights to aged persons, both in private per- 
‘ites and in governmental authority. On the other hand, the aged 
ong the Labrador Eskimo were sometimes quietly put to death. 
e writings of Lin Yutang show that extreme deference was paid 
wage in the ancient Chinese culture? The Apocrypha version of 
the Bible spear of many drawbacks accompanying old age, but also 
vility to the aged. Of the booty resulting from the victory 
‘the army of Judas Macchabeus over the hosts of Nicanor, for 
ample, it was said : “They divided amongst them many spoils, givin 
qual portions to the feeble, the fatherless, and the widows, yea, aad 


3 


Al 
Ail 


iresponsl 


ie aged also. Even pensions, as a method of meeting the problem 
‘old age, are not new. In early Christian Rome they were granted 


, See, for example: Chandler, A. R., The Traditional Chinese Attitude Towards Old Age, 
urna] of Gerontology, vol. IV, No. 3 (July 1949), pp. 239-244; Simmons, Leo W., 
ititules Toward Aging and the Aged: Primitive Societies, Journal of Gerontology, vol. 
Ww 1, pt. 1 aeeety 1946), pp. 72-94: and Old Age Security in Other Societies, 
riatrics, vol. IIT, No. 4 (July-August 1948), pp. 237-244. 

Chandler, op. cit., P. 239. 

“ll Maccabees, VIII, 80 (Apocrypha version). This and other references of the Bibie 
old age appear in Griffin, J. J., The Bible and Old Age, Journal of Gerontology, vol. 1, 
“4, pt. 1 (October 1946), pp. 464—471. 
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to soldiers and certain public officials. Meanwhile the development 
of property rights enabled those who could, to accumulate goods for 
use in their old age. ‘Those who could not save generally had to rely 
upon the family for care in later life. 

In England, social responsibility for aged persons in the towns 


who had no means of support was assumed by the medieval guilds | 


which provided care for those in need. Also there was often a dis 
tribution of alms at the church doors, and in 1531, county officials 
issued licenses permitting the poor and the aged to beg within certain 
areas. Among the hospitals for the dependent classes, certain ones 
specialized in care of the aged poor. These were called workhouse 
and were to become the poorhouses of later times. 

The Elizabethan poor laws of 1601 represent the first public recog- 
nition of thoroughgoing care for the indigent old people. The poor 
law provided for the care of needy old persons with almshouses which 
were essentially poorhouses, through pensions paid by local and county 
governments, by requiring the rich to help care for the poor, and 
through boarding out charity cases at the expense of the local govern 
ment. 

The American Colonies followed the British traditions of public 
responsibility for the needy aged. So long as the American economy 
was predominantly rural, however, the problem of old age was rela 
tively simple. Ownership of land was widespread, and agriculture 
before extensive mechanization took place, was such that the aged 
could perform innumerable light but necessary tasks. Moreover, the 
handicrafts permitted the aged to be economically useful far beyond 


the period when modern industry could afford to employ them. If} 


disability occurred, the aged person could generally count on the 
support and assistance of children or neighbors. 


Social insurance originated by the European quilds 

As long ago as the early 18th century, the European guilds 
went beyond charity for needy aged and disabled members and con 
cerned themselves with what we now call income-maintenance pro 
grams. These were aimed primarily at protection against disability 
and sickness, but at that time the problems of old age and disability 
were very similar. It required another century and a half, however, 
and the economic changes wrought by the industrial revolution, before 
governments moved into the field of social insurance; still longer for 
legislative action along these lines in the United States. 

Strangely enough it was not social reformers who originally brought 
government into the picture.t The real strides were effected by Bis 
marck, the creator of modern Germany, who made use of social prog- 
ress as a means of uniting the separate German states, duchies, and 
petty principalities into a single, industrialized nation, while, at the 
same time, stealing the ammunition of social unrest. used by the Ger- 
man Social Democrats. The German guilds posed a threat to Bis- 
marck’s power, and in large measure, their strength rested on the 
practice of paying benefits to their members during disablement or 
unemployment. Bismarck wanted these funds, but even more he 
wanted to entice rural Germans into the cities to work in German 
factories. 


*Donlon, Mary, Disability Benefit Programs Here and Abroad: Their History and Scope 
American Bar Association Journal, vol. 36, March 1950, pp. 191-194. 
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The reason that the United States remained unaffected by these de- 
vjopments on the European Continent was, in large measure, the 
jecree to which both our economy and our social values were deeply 
soted in English common law. Common law obligations on the part 
{employers with respect to old age were nonexistent. Even for dis- 
pility resulting from on-the-job accidents, obligations were related 
fault; hence ability. connected with common law flowed from fault 
jone. The only protection afforded the disabled worker was founded 
stort, a wrong done by his employer. Even fault did not insure the 
employee of disability protection, for the common law also provided 
mployers with the defenses of contributory negligence, assumption 
ofrisk, and the “fellow-servant doctrine.” 

The problem of old age and disability was not nearly so acute in 

i-19%h century America as it was shortly to become. During 
the 1800’s, persons who worked for others were relatively few while 

land and migration tended to make the duration of most employ- 
pent relatively short. Moreover, the abundance of free land decreased 
te incidence of dependency since it gave both young and old a chance 

void actual privation. Even though the records of private and 

crelief agencies showed that many persons still lacked protection 
inst old age, it is easily demonstrable that the problem was much 
mpler then than now. 


Ie development of workmen’s compensation 

Problems of employee incapacitation were also less pressing during 
tie middle years of the nineteenth century than they were shortly to 
weome. Large-scale mechanization both within and without indus 
tyhad to await the maturation of the industrial revolution and lower 
goduction in the midnineteenth century was accompanied by fewer 
wupational and personal disabilities. Moreover, handicraft indus- 
ines seem to have been able to provide more opportunities both for 
ivolder and for the disabled workers than does modern business. 
le young giant of industrialization growing out of infancy in the 
ater nineteenth century was powerful but awkward in adolescence 
ud caused an increasing amount of disabilities. The demand for 
sel via machinery and new processes soon outstripped the develop- 
mit of safety devices and healthful working conditions. It is note 
furthy that the first of the “big businesses,” the railroads, were also 
eirst to provide age and disavility pensions. 

ihe earliest official recognition of governmental responsibility for a 
im of social insurance affecting private employees took place on 
it State level in the United States with the passage of workmen's 
upensation laws designed to provide protection against service- 
miected disabilities and death. Workmen’s compensation came 
tas a result of widespread attacks on the inadequacies, inequities, 
Mi inconsistencies of employer’s liability. In this, as in other fields 
‘wclal Insurance, the United States moved very slowly. Indeed, it 
‘tot until 1910 that the compensation movement got under way 
‘ithe enactment by New York State of a compulsory law affecting 
ecified dangerous occupations.’ Even then, the laws had to run 
*painful gamut of the judicial process, and it was 1917 before their 
“Situtionality was established in WV. Y. Central R. R. Co. v. White 


Wing, 
mie Harry A., and Royal E. Montgomery, Labor's Risks and Soctul Insurance. 1838, 
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(243 U. S. 188) and Mountain Timber Co. v. Washington (243 0s 
219).* bd 
By 1920, 41 States had enacted workmen’s compensation Jaws 
had Congress for the coverage of Federal employees. But it , 
nearly 30 years later before all States had such laws in effect 


ag) 


wa 


Wage 


Social responsibility for old age in the United States 

Selected examples show that some municipalities, at least. recooas 
nized the need for protection against the risks of general disabilitv. 
retirement, and death much earlier. In 1857, the first municipal peng 
sion fund to be established by statute in the United States provides i 
disability and death benefits for policemen in New York City, aig 
though it was 21 years later before retirement benefits were added ™ 
The system was originally maintained by awards, donations, and prog 
ceeds from the sale of confiscated or unclaimed property, but Wag 








ultimately revised to include employee contributions. hers 
Problems connected with old age and retirement were taken int@ ; 
account in private industry and union pension systems starting in th 
fourth quarter of the nineteenth century. But broad govern: ontal 
responsibility for the aged languished in the United States until ag y 
late as the 1930’s when three developments combined to force a recogg 
nition of the need: The vast increase in the proportion of the pop r . 
tion over 65, urbanization, and the great depression. 5 


~~ 


Life expectancy, at birth for example, increased from less than 50 
years in 1900 to nearly 60 years in 1930 (table 6, pt. 2, ch. 21). TI 
rapid influx of young immigrants during the earlier period also hag w 
acted to keep down the proportion of the total population in the highe@i ,.” 
age bracket. The immigration factor, by 1930, had the reverse effec ™ 
however, as the earlier immigrants grew older and restrictive immiay . 
gration laws drastically reduced the entrance of more young personaly 
The changing effects of life expectancy and immigration policies we 
reflected in the growth of the size of the over-65 age group. In 10 — 
there were 3.1 million people in this category, accounting for 4.1 peti yest 
cent of the total population. By 1930 this number had more thal mp 
doubled, with the proportion climbing to 5.4 percent, as is indicatall No avs 
in table 1. Sarce: 


Taste 1.—Total population and population 65 years and over, Uniied Stat ' 





























1900-50 
™ = vaiee we ! . =e Np essar 
| Total population Population 65 years and over heaved 
at are( 
7, Pity vile Ceier oe | SE the nlda 
Year Percent Percent As porced le O1CE 
Number increase Number increase f total iged pec 
since 1900 since 1900 | populatid ‘ 
vie Arizon 
Ste et ee ae vite od ‘ 
| P oY 
RS sh as es 75, 994, 575 setae ie 3, 080, 498 |.....---.- ae 
i in een bs 91, 972, 266 | 21 3, 049, 524 | 8 Tis pror 
1920 = 105, 710, 620 39 4, 933, 215 | i iy } 
1930 122, 775, 046 61 6, 633, 805 | 115 0 Turth 
1940_- _..| 181, 699, 275 73 9, 019, 314 | 192 ud Pen, 
Be thindtelcdnanatheiiied . 150, 697, 361 98 12, 271, 178 8 . 
al | Beet.) ad ¢¢ uN 
a ae ; tal } | 
Source: Bureau of the Census, Sixteenth Census of the United States, Population, v Hthe m) 


1950 Census of Population, Advance Reports, series PC-9, No. 1; unpublished data. Figu Psion 4 
of persons 65 years of age and over for 1960 are preliminary and subject to correction. t ‘ 
— 
' 





Douglas, 


*Tbid., pp. 196-197. 
7 McCammon, Dorothy F., Disability Protection Under Public Programs, 
Bulletin, vol. II, No. 6, June 1948, p. 4. 
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Urbanization, a concomitant of increasing industrialization, affected 
he problem of old age in at least two ways: It led to fewer oppor- 
qnities for the aged to perform light but necessary farm tasks, and 
the breaking up of family units formerly depended upon by the 
wed for their support. As the growing industries and farm mechani- 
ution shifted the population from the farms into the cities, and as 
janging occupational opportunities caused shifts even from city to 
ity, older people increasingly found themselves living alone in indus- 
ial centers where only the young and physically capable could find 
gitable employment and earnings. Meanwhile, the expense of city 
jying and physical absence resulted in an increasing degree of filial 
yeglect. 

Less than 40 percent of the population lived in urban areas in 1900, 
wt by 1930 this proportion had increased to over 56 percent. (See 
ble 2. ) 


aur 2.—Urban-rural distribution of the total population and of the population 
65 years and over, 1900-50 
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n and rural population data for 1950 are not comparable with data for earlier periods because 
the definition of urban residence which added densely settled urban fringe areas and unincor- 

places of 2,500 inhabitants or more. As a result of the changed definition, the figure for the urban 
1 1950 is about 8 million larger than it would have been under the 1940 definition. 


8. Bureau of the Census. 1900-40: All ages, Historical Statistics of the United States, 1789- 
rs and over, Sixteenth Census of the United States, 1940 Population, vol. II, Characteristics of 
ition. 1950: 1950 Census of Population, Preliminary Reports, series PC-7, No. 1. 


The depression of the 1930’s, in the final analysis, was the real blow 
essary to drive home the need for governmental responsibility for 
aged. The incidence of unemployment was especially severe upon 
‘eolder persons, and by the end of 1934 three-quarters of a million 
ged people were on direct relief from the Federal Government. 
-Anzona was the first American State to enact old-age-pension legis- 
tion. However, this law, passed in 1914, was loosely drawn and 
ts promptly declared unconstitutional by the State supreme court. 
‘further legislation was passed until 1923, when Montana, Nevada, 
a Pennsylvania established old-age-pension systems. Eight States 
al county-option old-age pension acts in operation in the 1920’s, but, 
nthe middle of 1984, 28 States and 2 Territories had enacted old-age- 
Mision acts, of which 23 were mandatory.’ Nevertheless, on January 
—~_-——.. 

‘Douglas, Paul H., Soctal Security in the United States, p. 7. 
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ae 


1, 1935, only 3 percent of the persons in the United States over 45 
were actually receiving State aid, and the average pension was $15.50 
per month. Maryland, for example, gave assistance to on ly 3 of 
every 1,000 persons of eligible age, and Nevada to only 1 of every 7002 

The Federal Government recognized its responsibility to its aged 
employees by enacting in 1920 the Civil Service Retirement Act. The 
next action of the Federal Government in this field occurred in 1934 
when, at the request of the Railway Labor Executives’ Association 


(consisting of the chiefs of all standard railway labor unions on re] 
resenting better than 90 percent of all active railroad workers), and 


come nonaffiliated pension groups, the Congress enacted the first Rai |. 
road Retirement Act, establishing a federally administered contrib 
tory retirement system for workers in the railroad industry. 


In 1934 and 1935, the Townsend plan burst into Nation-wide promi. | 
I | 


nence with a proposal for the National Government to pay $200 a 
month to everyone over 60 years of age irrespective of personal meai 

On the assumption that prices and real national income would mam 
remained constant, the adoption of this proposal would have meant 
turning over one- half of the entire national income to about § percent 


of the population. Despite its economic weaknesses, the Townsend 
plan evoked literally millions of signatures to petitions asking for 
its adoption, and millions of letters to Congressmen as well. Dr, 


Townsend claimed the existence of 3,000 Townsend Clubs with a total 
membership of nearly a half million persons. While the Tow nsend 
plan was impossible of enactment, its widespread popularity w« al cened 
opposition to demands for the passage of the social-security bill which 
became law August 14, 1935."° 


Early private attempts to cope with old-age and incapacity problems 


Industrial organizations have always faced the problem of em-] 


ployees being unable to perform their assigned tasks because of = 
age or disability. Prior to the de .velopment of the modern corpor 
tion, these problems were usually faced by individual entrepreneurs, 
since business enterprises were virtually all controlled by one perso 
or by a partnership, with, at most, only a few families financially 
involved. Thus, even in the case of liberal employers who were pros- 
perous enough to support their superannuated and incapacitated em- 
ployees, there could be no certainty of continuing support, since death 
of the owner, dissolution of a partnership, or future business losses 
could cause a withdrawal of the support. 

If the rationalization of industry created greater problems of : 
and disability retirement, it also brought in its wake at least a possil hie 
means of alleviating the problem. The unpredictability of individu- 
ally owned enterprises was, in some measure, supplanted by corporate 
business structures with limitless possibilities for perpetual existence. 
In the railroad industry, this new form of business organization was 
quickly adopted, and corporations first attained great size in this in- 
dustry. Despite the rapid growth in size of railroad corporation 
humanitarian concern for the industry’s aged and disabled eaployeed 
continued, as evidenced by the provision of light work for such em- 
ployees on an individual basis. It soon developed, however, first in the 


* Millis and Montgomery, op. cit., pp. 878-382 
%” Douglas, op. cit., pp. 69-74. 
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industry and later in other industries, that concern for the 
’ protec tion against disability and old age became an economic 
The railroads, faced with keen competition among one an- 
r for skilled workers, could not afford to deal arbitrarily with em- 
who needed to retire, since such actions would mitigate against 
ring others. As a matter of fact, the seniority system, which 
heen established in the railroad industry at the insistence of the 
oad unions, Was aimed at the elimination of just such arbitrary 
ssuls of older employees with long service records. Indeed, there 
ore positive reasons for providing age and disability protection. 
nabled those companies establishing pension plans to entice work- 
way from those not providing such protection, and promoted a 
work force of employees having long, uninterrupted service. 
Although economic factors were the primary considerations that 
to the apeepannand of early pension plans among private com- 
s, relief and public responsibility were also emphasized. While 
latter phases of the retirement problem continued to play only 
inor role in American industry in general, the high visibility of 
railroad industry and its heavy accident rate in the early days 
panies in this industry to be sensitive to public opinion in this 
sect. Corporations found it necessary to create an orderly method 
{providing a continuing income to those employees whose pay ex- 
ted the value of their services and whom they wished to remove 
a their working force. Their economic need brought about pen- 
» plan s not only for the superannuated but also for the inca paci- 
ued. Only rarely, according to some experts, have private pension 
scome about as a result of employee demands. 


Il, THE GROWTH OF RAILROAD COMPANY PENSION SYSTEMS 


cteenth-century railroad company pension systems ™ 


Slidom were formal company pension plans introduced by indus- 
oncerns without some previous steps being taken to provide 
measure of old-age and incapacity relief or protection for their 

aployees. These evolutionary steps, preliminary to the establish- 

wit of a formal pension system, sual greatly as to type and dura- 

. but a general pattern developed. The first step usually was to 
ide light work for aged and incapacitated employees, or even to 
ty them on the pay roll. These provisions were generally made on 
individual basis without any formal announcement respecting 

sablished company policy. The next step was often the development 

‘an informal pension plan. These plans did not really provide for 
® pensions but were more in the nature of charitable relief, since 

“y were frequently unannounced and treated each case individually 

tts merits with no standards for service, age, or amount of pension. 

Vth the accrual of operating experience, “however, standard pro- 

Hiures us ually developed to routinize retirement and avoid charges 
discrimination. This led to the final stage when the private com- 

mries could incorporate these standard procedures into a formal 

“ement system as a part of the announced personnel policy of the 

ompany. 

-___ 


fot & more detailed treatment of early railroad company pensions, see Latimer, Murray 
Ye, Industrial Pension Systems in the United States and Canada, 1932, vol. 1, ch. II. 
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American private-company pension plans originated in the railroad) 


industry. The reasons most frequently cited for this development in 


clude (1) corporations first attained great size in the railroad indus 
try, and hence (2) this industry employed a larger proportion of old 


workers, (3) the industry’s high accident rate made insurance com 

panies either unwilling or unable under the law to underwrite many 
railroad-occupational risks, and (4) the high “visibility” and/or feeiJ 
ing of public responsibility of firms in this industry. As long ag 

as the late 1860’s relief associations for protection against sickness 

accidental disability, and death were formed by the railroad workers, 
The costs of these plans were sometimes borne by the employees alone; 
sometimes by the employees and company jointly. 

The first formal pension system in America was established in 187 
by the Grand Trunk Railway, a Canadian line running from Portlandj 
Maine, to Chicago, via Montreal, Toronto, and Detroit. The Gran 
Trunk Superannuation and Provident Fund Association was a com 
pulsory contributory retirement system, applicable to nonoperatingl 
employees under age 39 earning at least $400 a year. Operating em 
ployees, such as firemen and brakemen, were insured against accidents 
sickness, and death but were not eligible for participation in th¢ 
pension plan. 

A special pension fund received contributions from the employee 
of 21% percent of their earnings and an equal amount from the com 
pany, increased by a further company contribution of one-half of 
this amount when necessary. Retirement benefit payments began af 
age 55 (earlier in the case of disability) and were calculated by multi4 
plying one-sixtieth of the employee’s earnings at retirement by the 
number of years he had been a member of the association, up to @ 
maximum of two-thirds of his average annual pay during the period 
of his membership. Subject to the ruling of a management commit 
tee, incapacitated members became eligible for a benefit after 10 years 
membership. In case of a member’s death while in active service, a 
the committee’s discretion a lump-sum death benefit was payable td 
his survivors equal to his total contributions. 

One-half the member’s contribution was refundable for those leav4 
ing service after 5 years, the entire amount after 10 years. Th@ 
membership in the association in 1904-05 was 1,350 out of a total of 
27,520 Grand Trunk employees. This railroad established a non 
contributory system in 1908 which is still in operation.” 

The first formal pension system in the United States was esta! 
lished in 1875 by the American Express Co., a firm closely allied witl 
the railroad. industry. This noncontributory plan permitted perma 
nently disabled employees with 20 years of uninterrupted servic 
to retire on a pension of one-half their average annual pay during th 
10 years preceding retirement, up to a maximum of $500. 

The relief association established by the employees of the Baltimor 
& Ohio Railroad inaugurated a formal pension plan on May 1, 155 


4 It should be pointed out that the first Grand Trunk Ry. plan was not established by 
benevolent company for humanitarian reasons alone. A Canadian Government commissid 
in 1889 reported critically (Canada, Report of the Royal Commission on the Relations ¢ 
Labor and Capital in Canada, II, pp. 21-22), on the plan, both with respect to the compam 
control of the association’s funds and benefit awards, and the freedom from legal sult f 
work injuries which the mere existence of this plan provided. For a discussion of thi 
aspect of the first Grand Trunk pension plan, see Herlihy, H. M., Canadian Railws 
Pension Systems (Master's thesis), University of Chicago, 1950, ch. 7 
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This contributory plan was intended only to provide the employees 
sith an opportunity to protect themselves against poverty and old 
ye. At age 65 a member became eligible for an annual pension of 
ye-tenth of his contributions plus one-half cent per dollar contrib- 
ied for every year of membership in the association. In 1884 the 
slief association turned over $86,000 to a new pension fund to which 
ihe Baltimore & Ohio Railroad made an annual contribution of 
95,000 and paid 6 percent interest on the fund. This second plan 
erated until the establishment in 1926 of a third pension plan, more 
sline with the other railroad plans of that era. 

A study of the railroad pension situation in 1889, as reported by the 
[nited States Commissioner of Labor, indicated that 6 of the 1,718 
nilroad companies pensioned their superannuated and permanently 
iisabled employees, and 266 companies were retaining a total of 3,121 
grmanently and totally disabled employees on their payrolls.“ By 
1390, the New York, New Haven & Hartford Railroad had begun an 
sformal plan of retiring incapacitated employees, a system which 
yas not formalized until 1916. 

Thus, the general development of formal pension plans in Ameri- 
an industry before the turn of the century was slight. Railroad 
ompanies had pioneered in this field, but the pressure of old age and 
isability on industry apparently was not great enough to lead to any 
ridespread movement. The formal pension plans established by the 
nilroads in this period were both contributory and noncontributory, 

no significant trend toward one form or the other noticeable at 
that time. 


Twentieth century railroad company pension systems ™ 


One of the most significant developments in railroad pensions came 
vith the establishment of the Pennsylvania Railroad’s noncontribu- 
ory plan in 1900, a plan which was to serve as a model for many 
aubsequent pension systems. It provided for a pension of 1 percent of 
he average wage for the last 10 years of service times years of service 
all employees with at least 30 years’ service who had entered service 
fore age 45 and retired at the compulsory retirement age of 70. 

In 1901 three other railroads established formal pension systems— 
the Chicago & North Western, the Illinois Central, and the Louisville 
tNashville. Inthe same year the Boston & Maine Railroad instituted 
in informal plan for superannuated employees. By 1905 a total of 
2 formal pension plans had been adopted by railroads in the United 
‘tates, covering 35.4 percent of all American railroad employees. In 
(08, 72 railroads employing 954,919 workers (66.9 percent of all 
uilroad employees), were making some financial provisions for some 
iftheir retired workers.% Only 16 railroads had adopted formal pen- 


_____ 


5U S. Department of Commerce and Labor, Twenty-third Annual Report of the Com- 
ussioner of Labor, 1908, Washington, 1909, pp. 301-302. 

a ee also Latimer, op. cit., pp. 24—35. 

b Pension literature, like many other forms of history, ts frequently guilty of loose 
‘rminology. With respect to early railroad pensions, the false impression frequently 
trawn from quoting the number of railroad employees on lines which had some form of 
‘tirement provision, is that all such employees were covered. Perusal of the eligibility 
frovisions of these early plans, however, some of which required a minimum of 30 consecu- 
lve years of service with one raflroad company, makes it clear that only a limited number 
g the workers retired Wy companies having pension plans would receive retirement benefits. 
a erample, while 66.9 percent of all railroad employees in 1908 were employed by rail- 
‘acs which made some provision for their retired workers, it is impossible to state what 
Percentage of all railroad employees actually drew pension benefits; the most that can be 
aid is that it undoubtedly was far less than 66.9 percent. 
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sion plans, which covered 39.3 percent of all railroad employees and 
58.7 percent of the employees of the 72 railroads mentioned above. 

The number of railroads with informal or formal pension plans jp. 
creased rapidly after 1908, so that by 1927 82.4 percent of all railroad 
employees in the United States were on roads which had formal pen- 
sion systems in operation and almost 95 percent of all class I railroad 
workers were employed by companies which made some financial pro- 
vision for their retired employees. 

Table 3 sets forth the character of the formal, informal, and indef. 
nite pension plans in effect in the American railroad industry in May 
1932. Further detailed analysis of the specific plans would serve no 
purpose, but this was in a period when the movement by the standard 
railway unions for Federal railroad retirement legislation on a cop- 
tributory basis was well under way and a discussion of the typical 
railroad company pension plan in 1932 is in order. 

Eligibility for a superannuation allowance under these plans usually 
required the attainment of age 70 with at least 20 years of continuous 
service, with a 30-year service requirement being quite common, 
Most of the formal plans provided for compulsory retirement at age 
70, a provision not included under the informal schemes. Both age 
and disability pensions were provided in most cases with service re- 
quirements of 20-25 years necessary for those in the 60-65 age bracket 
to qualify for disability benefits. 

The formula for computing benefits typically allowed 1 percent of 
earnings over the last 10 years of service multiplied by the number of 
years of continuous service. In most cases no maximum pension was 
specified and the minima stretched all the way from none to $30 per 
month, with a $25 minimum predominating. 

Without exception these twentieth century pension plans were non- 
contributory, the pension funds being provided entirely by the com- 
panies. Only two systems had a special fund set up, and pension 
payments were made almost universally out of the current earnings 
of the railroad companies. 

The rise and decline of private company plans 

Company pension plans were first introduced in America by firms in 
the railroad industry, and that industry continued to lead all others in 
the provision for old age and incapacity throughout the era consid- 
ered. Tables 3 and 4 show the number and types of formal and in- 
formal pension plans established in the railroad industry, the average 
number of employees pensioned, and how the size of the average benelit 
progressively increased. 

The widespread provision basing the pension on the earnings during 
the final few years of service stems from the Pennsylvania plan of 
1900, which in turn, had been influenced by English pension practice. 
The pattern set by the Pennsylvania plan of providing a noncontribu- 
tory system was a break with the past, and Murray W. Latimer (pen- 
sion consultant and later to become first Chairman of the Railroad 
Retirement Board) believes that this indicates a greater economic 
motivation behind the early railroad pensions, since the desire for 4 
humane method of retirement would seem to find little or no reason 
against employee contributions. He feels that the railroads must then 
have preferred, therefore, to bear the entire cost in order to retain 
full control of the plans and hence retirements."* 





# Latimer, op. cit., p. 44. 





TaBie 3.—Character of pension plans, class I steam roads in the United States, the Pullman Co., and the Railway Express Agency, Inc. 


Are ‘ Character of pensions provided for Years of service required to become eligible for pensions Maximum and/or 
cul inim pen- 
penaien = sien ollowen ce 

Date plan . payments] Is pension liabilit Method of arriving at monthly earnings for use in com- 
inaugurated | Funds provided |" Tcde {funded or unfunded Account | 4 ccount | 15 retirement at puting pension 

from of service specified age 
current comp! 
earnings 


= = . “ 7 enemeae j|— — 


Company 


Forma! plans: 
Atchison, Topeka & Santa Fesystem....| Jan. 1,1907 | 100 percent rail- | Yes.....| Not funded =a a Ewectatslaemaneiee Highest average nonthly pay during any consecutive 10 
way. years of service. 

Atlantic Coast Line R. R-.-- .| Feb. —, 1904 |.....da..........-.. Lal Total compensation plus relief department benefits 10 

. years precediag retirement plus 120. 

Baltimore & Ohio R. R ----------| Oct. 1, 1884 |.....do...........-.| Yes.....] Not funded. ..---- wees Payrolls for 10 years previous to retirement... .....-.. 

Bessemer & Lake Erie R. R.4_...........| Jan. 1, 1911 |_....do....--- | (3). sinennwnians diel : - oe een Oe }Average monthly pay during last 10 years of service-.....- 

= ’ 

Buffalo, Rochester & Pittsburgh Ry....| July 1, 1903 |_....do__.- an Not funded. ...... sath Yes, 70 bcos Actual earnings for last 10 years of service 

Oanadian National lines in New Eng-/| Jan. 1, 1908 | io canal ae et eee bade oan 15 20 — consecutive 10 years earnings as shown on pay- 
land. roll. 

Canadian Pacific Ry. (lines in Maine).-| Jan. 1, 1903 i ne Some funds in- . ows Lacie Wages for 10 years prior age 65 plus 120 (large time losses 

vested. treated on t a: merits). 
Canadian Pacific Ry. (lines in Vermont). | do. 


i ‘imovammale MED .consicnscuiewendine+ «hes endl ee : i 
Centra! of Georgia Ry................... July 1, 1917 | : ; ..---| Not funded. .-..-. - Rene’ - —_ earnings 10 years immediately preceding date of 
retirement. 
Chicago & North Western Ry | Jan. 1,1901 j woncQOwscennesones _ - ons ee 10 years preceding month of retirement 
plus 
Chicago, Burlington & Quincy R. R Jan. 1,1922 | do... . Sanat ‘ . bein : ennn . ——- werd 10 years ~ 120 (unless absence due disa- | 
ty incident to service 
Chicago, Rock Island & Pacific (includ- | Jan. 1, 1910 ade : Seiad . aad biberaaiees ‘> Earnings last 10 years plus 120 
ing C hicago, Rock Island & Gulf Ry. 
arm Ns Paul, Minneapolis & | Apr. 1, 1906 ice sali —— inbdeuccascs cauiiibbansstdades dbGudee =o ings a 10 years, excluding amounts earned at 
Jmaha Ry. penalty rates plus 120. 
Colorado & Southern Ry-.....--..----.--] Apr. 1, 1922 |_.... a Ladube pewan | ’ bia : ane i 7 — oe 120 (unless absence due disa- 
y dent to service 
Delaware & Hudson R. R. Corporation.| Dec. 1, 1908 |_.... Ss eal Deel asl ince no die ie , — monthly earnings for last 120 months times num- 








ctl earn in service. 
Delaware, Lackawanna & WesternR. R_| June 1, 1902 nals aa 2 eee * Ss last 10 years preceding retirement 
Denver & Rio Grande Western R. R....| July 1, 1917 |... _- scien Dcccn~-<ghiel do . a @ monthly pay 10 years preced! 
Duluth, Missabe & Northern Ry.‘......| Jan. 1, 1911 |..... ial rccaiee ee “ actin aoa 25, at age 65 op- ym earnings last 10 years service plus actual time | 
ti onal, worked last 10 years. | 
Duluth, Winnipeg & Pacific Ry- - - - -- Jan. 1,1908 = . Highest 10 consecutive years earnings as shown on payroll__ 
Elgin, Joliot & Eastern Ry.t..........-.| Jan. 1, 1911 |. i - wk epi }Average monthly pay during last 10 years of service 
tt § = 
Florida East Coast Ry-...........-- ---| July 1,1916 }_..-- Be. Laieeu Y 70 Average regu lar manthly pay 10 years immediately pre- 
retirement. 
Fort Worth & Denver City Ry ot Ape. <OE 1. Alsen a iietinecownns ata sebelah ibaswoapees ° Earnings last 10 years divided 120 (unless absence due 
disability incident to service). 
Grand Trunk wetea R. hi sncsveense) DU, DAL ba eS ee = cenit ecanl aa ‘ 20 Highest consecutive 10 years earnings as shown on payrolls. 
Great Northern Ry-.-...-- nennotwiioa, Olt, Se 00N8 t.....66 ’ = pila ee a un . --| Average pay last 10 years of service 
Gall Coast lines................-----<--] NOV. 1, 1655 aleleioathte - ile ce do .-| Average monthly pay last 10 years 
Illinois Central system enocendicl SUF” 1, WEE Eins @senas--... iene jena wale wil = [ome i months preceding retirement plus 
of months worked. 
International-Great Northern R. R . 11926 ena I oe a ee TR aad 25. 25. see monthly pay last 10 years of service 
Lake Superior & acne. R. R 1, 1920 |___. ae Stee nae 3 Le aes » se .| Average earnings for 10 years next preceding retirement_ 
Minneapolis, St. Paul & 8. 8, Marie Ry.| July 1,1910 |_....do..... Canale Scab weckamtoneilll ash Slalnee , 15 Total earnings for last 10 years plus number of months 
worked during the period. 
Missouri-Illinois R. R saan oat Jan. 1,1915 ..do.... : ®._. ‘ i ava monthly pay last 10 years of service 
Missouri Pacific R. R-. July 1,1917 do... ; ; 
Nashville, Chattanooga & St. Louis Ry. May 1,1914 |.....do.... 





New York Central lines...............--| Jan. 1,1910 ; ti Ss . 7 ee 20 40, age 65 under 70 Total, Gompen nsation at 10 years of service plus actual 
mon peri 
New York, Chicago, & St. Louis (Nickel | Jan. 1,1914 |___..do._.. a al oe 10, at age 70 son Avemngs uae earnings last 10 years preceding retire- | 
Plate district). men 
Norfolk & Western Ry ° 1, 1917 one ; Trust fund estab- aa At age 70.......... 25, ages 65 to 69_._- ne, last 10 years plus actual months worked 
lished, uring pet 
Northern Pacific Ry......... wapageedunl May 1,1922 e Not funded. ...._. ee ; P ys 1 tal earnings 10 years preceding date of retirement plus 





“at 20. 
Northwestern Pacific R. R.......--...--] Sept. 1, 1912 do. eee SS eecelenee Average monthly ay i eer period preceding retire- 


ment plus act months worked 
Pennsylvania R. R. system ° . 1,1900 OR iscdin sidered o canelnnecvatniecsagant badiieeeodesy ew Total pay last 10 oe plus number of months actually 
eng during that time. 
Pullman Co . 1,1914 . percent com- pers | Se wil : Average monthly wages last 120 months. 


pany. 
Railway Express Agency, Inc." . . 1,1920 ae eas RR ct hon Fi Average monthly pay 10 years preceding retirement 


Reading System........-.--.------------] Dec. 17,1902 2 ponent rail- }yes -|}30 Average earnings last 10 years of service. 


Richmond, Fredericksburg & Potomac | Jan, 1, 1924 Biies ae a BP tae 4 i At Welibcee  ans a, Total earnings 10 years preceding retirement plus months 
R. R, worked during period. 
20 women, 25 men_ 
St. Joseph & Grand Island Ry an, 1,1921 }..... 20, oe 
a 61 
St. Louis-San Francisco lines............| July 


Southern Pacific Lines..................| Jan. 


Spokane, Portland & Seattle Ry ia 
Staten Island Rapid Transit Ry~....-. . = 7 0 Earnings 10 years previous to retirement 
Texas & Pacific Ry. . 1,1925 d cna 25, -| 25 Earnings 10 years preceding retirement 


Union Pacific system '* : es ~-|}Average monthly pay 10 years preceding retirement 
Western Maryland Ry.-. ‘ pe Average monthly earnings 10 years preceding retirernent.. 


Wichita Valley Ry---- 2 ; | 25 Earnings last 10 years plus 120 (unless absence due dis- 

ee Zs F ability incident to service). 

Informal plans: earn years 

Ane Kober R.R neookente | Aug. — Average monthly ings last 10 times years con- 

tinuous service. 

Boston & Maine R. R.....-.......-- ot. ji Wages middle week every third month 10 years prior to 
‘ retirement or prior to age 70. 

Central R. R, Co. of New Jersey ‘ ae Actual earnings last 10 youre of servies 

accident). 


entral Vermont Ry. Inc............-- ; 9 ctiege se deiialaiinned EE : Average earnings for last 10 years of service 
esapeake & Ohio Ry-.- ; ones Total earnings 10 years preceding retiremen 
N ek SS a “a 
ago & E SP pecan ‘0 — a no wance, governed circum- 
go & Eastern Illinois Ry | nn specified years- 6 renee gue to Gon 
roit & Macinae Ry , we acme compensation 10 years 
times years service. 
it & Toledo Shore R. R sa y ae ° A verage for 10 years of highest rates pald 
R. R. system... wena , ae i verage monthly pay last 10 years 
a & Florida R. R- ---.-| Nov. 21, 1924 |____.do. wi No ® ic injury) Approximately 50" percent employees earnings when re- 
sas City Southern Ry. (including 1920 a ee Ave 10 years immediately prior date of retire- 
xarkana & Fort Smith Ry.) | ment (excep made by om. 
b Valiog By Bicctiesn- «ice (1907) # pele | ee Not necessarily computed on monthl y earnings, each case 
| considered on its merits. 
ville & Nashville R. R 1901 i Aves monthly salary last 10 years previous to retire- 
Oonte®l B. Recisesss--=--:--.-02) He anne tees :.. Aer verage earn s last 10-year period, years of service and 
nm 
, Kansas, Texas lines Jan. —, eh pode my, 10 years service 
rk, Cc Yhicago & St. Louis flake May 1,1923 |___.. Monthly earn , years of service 
Alliance & W heeling R. R. dis- tated). employee . 


Clover Leaf district). 
— a ‘ Monthly earnings based on weeks ineluding 15th January, 
rk, New Haven & Hartford | 1890 2 ’ April, aly, and October, 10 years prior retirement. 


rk, Ontario & Western Ry......| Nov. —, 1915 
rquette Ry... ...| July 1, 1025 


‘ abled) 
s Southwestern lines Jan. 1,1915 | i . 29 No set method. Employees in train or engine service 








from organization and com; like 

tum." Other employees about 60 percent of former 

4 Alr Lie RP anntlins (*). aa Y N thly _ 

Viexican y . 
wh Ry ‘ ‘ve percent of Ist money ear 

» Ry ‘ Dee. 1, 1915 |..... . years in continuous service. 

— ee toe 3 ; ter pn men wo hae ben shee ote moan tr many a wo ave benae nae yon fel go ter wh a in dai eeustan Matter 

730 no plan or obligation. certain gratuity payments 

, & West Point (including West- | About 1915... : The management bes dines cbout 1005 voluntarily granted to employees of advanced age with long service records ty pa 


ty. of Alab is ; 
ra Sect inca.c About 1918... ne A etibeaad , See oe ee ee Each case 


o, Ind ille R aS ‘ a few on neither age nor length of service are controlling factors. 
ogee a Seaees Se ae "| 3 bertiat alk tunded sieaSs an Tes somatic aaa of advanced years with long service records certain gratuity payments. 
















































































yi mciden 


to... : : At iether ta.oai marcy ace Average monthly earnings for last 120 months times num- i None None 























































Deleware, Letowens Soak kita Lue Go.....--------| Yes.----| Not fanded.......| Yes.....| Yes.....| No.....-} Yes, aG0 10...--.--| 35. ------------en+»| 96.-----0-------2--|-n---annnennnnnann== ccual earnings last 10 years p retirement... I None 25 
enver & Kio Vranae — PE [ont tO nnn nnn nnn nnn) BOB nn w ela ne GOnnnana--a---} ZOB.-.--| YOB....-| NO-...--]--.--GO.-.----------] BD. 2-- 2-2. -nn-wnnnn| 26... --000~--+0----]--~------2-e---2---- monthly pay 10 years precedir, retirement..____. 1 150. 00 20 
Duluth, Missabe & Northern Ry.‘ | Jan. 1,1911 .do -| 25, at age 65 op- ined avaens last 10 years service plus actual time | 1 None None 
. ' ; tional. worked last 10 years. | 
Duluth, Winnipeg & Pacific Ry Jan. 1, 1908 --do ¥es...-<f MetGniied... .:.t Fi cod Well... sh -.-acicinn] Tek Ae CBS ccna intesa cen teecs-) Wh srcadne cde ee See Highest 10 consecutive years earnings as shown on payroll. 1 | Nene 25 
Elgin, Joliet & Eastern Ry.‘...... | Jan. 1, do aii [> men age 65... -. --|}Average monthly pay during last 10 years of service....__ 1 Nene Nene 
Florida East Coast Ry-.. July 1,1916 ica Yes. .... Average regular menthly pay 10 years immediately pre- 2 Nene None 
Fort Worth & Denver City Ry...-.- Apr. 1,1922 MBncnwe | Yes... Earnings last 10 years divided 120 (unless absence due 1 | 150. 00 25 
& disability incident to service , 
Grand Trunk Western R. R | Jan. 1, 1908 |.....do Yes Not funded.......| Yes.....| Yes... Highest consscutive 19 years enraingsasdhown on payrolls. 1 | None None 
Great Northern Ry -| Sept. 16, 1916 do.. Yes ni acdense> ected Mita noes Average pay last 10 years of service............ ’ i None 25 
Gulf Coast lines | Nov. 1, 1926 -do | Yes See ee ee Average monthly pay last 10 years..................... 1 None 20 
[linois Central system July 11,3901 -do.. | Yes... oa Total cnrnings 1% months preceding retirement plus 1 None 20 
, actual num of months worked. 
Internatio oa jreat Northern R. R...--| Nov. 1, 1926 }-.-. do TR. co deiwe Average monthly pay last 10 years of service.__.......___. 1 None 20 
Lake Superior & Ishper me R. R.. Jan. 1, 1920 -do Yes.. Average earnings for 10 years next preceding retirement 1 100. 00 
Minneapolis, St. Paul & 8. 8. Marie Ry-| July 1, 1910 40 Yes Total earnings for last 10 years plus number of months 1 None 15 
worked during the period. 
eee rae & ie july i 1917 e Sn 4 Average monthly pay last 10 years of service... _. 1 100. 00 30 
Missouri Pacific R - uly ° 7 | do “SR 5 <7" ee a ee ne ee CR RY ee OO See ee Se renee ‘ 
Nashville, Chattanooga & St. Louis Ry-| May 1,1914 |_.__.do Yes. Average monthly pay received 10 years preceding retire- ; —— a 
| ment. 
New York Central lines . j} Jan, 1, 1910 | -do.... -| Yes" 1B.....ncweneesenss-- 2D... ..---renonee- 40, age 65 under 70 | Total compensation last 10 years of service plus actual| 1 None 10 
’ ‘ mont, urin; | 
New York, ¢ ago, & St. Louis (Nickel | Jan, 1, 1914 6 --| Yes 10, at age 70 4___.. TR ict ctertiiptenss <ctpin nccithnonncsodksuae — month Leute last 10 years preceding retire- 1 200. 00 3 
Plate district } i ¢ 
Norfolk & Western Ry...---------------| July 1, 1917 |._...do -| Yes.. Te. pont estab- | Yes___.. TS. 58 TO itn tl Diiiamoweetins At age 70.........-| B.......-2.-5----- 25, ages 65 to 69... Total, Sailings last 10 years plus actual months worked | 1 None 20 
| ished. during period. 
hern Pacific Ry.....---2-------«-=- May 1,1922|.....do.............| Yes.....| Not funded.......| Yes....- Ye..... No ba Ge ages G1 4065. ...|.........---.------» ro earnings i0 years preceding date of retirement plus | 1 416. 66 25 
we CR. R.----------000 Sept. 1, 1912 DO. nccnnepesaceh BD. Mactan <tictie , Yes... No 20, incapacity ages -.-.--------.------.| Average monthly pay for 10g ear period preceding retire- 1 None None 
| 61 to 70. ment plus ome number o! Take work 
aR. R, systeM...---------- Jan. 1, 1900 80 .n0<. Yes do Wilaeesh SOR aa 2D cap acanienigua ee GEN Teen ebemaal SS eee a == years plas number of — actually 1 None 15 
eng g that time 
; 100 percent com- , Yes, women 65 - ... 
i - sreeereeee Jem. 1, ~" { Soler, }Yes. one --do. Fei... Fa... af PP Racoes {ye un 70...... }20 hikenccageecinan Diansaihlans its ot Biesdinaienes re Average monthly wages last 120 months................... 1 None 15 
j Ex 4 Inc."". cence Nov. 1, 1929 eee. SN Se We acct nO case Tele Yes, age 70._.....- Ei aGapekienecdalalon 20, at age 45 or | 40, at age 65 or | Average monthly pay 10 years preceding retirement__..__- 1 None 20 
over. over. 
Reading m... --=-2----ee-e0] Dec, 17,1902 ee oe }yes aia ssd Wet Fc eT ifr . — Dever }s0 abc ietad. 0 ere Average earnings last 10 years of service.............-.-.-- 1 None None 
' & Potomac | Jan. 1, 1924 do.. Yes... _.do Yes. s.2.1 Wee... | ee Sab e T ae FT RAE: 5 SN a Ae ee Total earnings 10 years preceding retirement plus months 1 None None 
| worked during period. 
; 20 women, 25 men.}............-.-....- 
irand I l Ry.-.-.-..-. Jan. 1,1921 SA ee seiceial ee Weitiocties amie Wiicnsn YFes..c2h > a a ee 20, ines eotty: i enichaneectieatond Average monthly pay 10 years preceding retirement_______ 1 None 25 
ages 61-70, | 
rancisco lines....---.----| July 1, 1913 il cclinonaidil ROB. «cele. n RM eee FOR, ccenh Wsc coed BR. cae oul Th. ce cesceseedicona Di cto ceenndunlawdbcegocues -9cemulen Average monthly earnings 10 years preceding retirement_ 1 150. 00 | 20 
20 women, 25 men. dee | 
le Lines... ......-------005 Jan. 1,1903 60O: Scenceeiall Rin sa. ee eeenad Be ccn) PeRsdntihncsccce nets s i wannssceull 20, ages 65 to 70..../;20, incapacity; |............-....... Average monthly pay 10 years preceding retirement_______ 1 None | None 
tland & Seattle Ry.......-| Sept. 1, 1926 |.__..do .........--- Wes... <0 4. ae eee Yes..... DD. .0ne tb giae-wnous ares] pooner see) eT ee occeenpqosin wctneeainievcoene lishglidadeehghaibnting 1 None | 25 
Rapid Transit Ry-......- | Oct. 31, 1917 a ahi atone > ae ee ee TOR. wth eee ON ee ee eee Earnings 10 years previous to retirement...............__. 1 None 25 
fle Ry...-.---------- oe | Apr. 1, 1925 Gt. sn cdan at BOs. o <.Fekeusioiatad aband » et) Se ee Oe ae Earnings 10 years preceding retirement__.................. 1 100. 00 25 
| 20 women, 25 men_|..._.......-...-...- 
f tom VF... encennee | Jan. 1, 1903 ee ee, ee ee hictinctttiensend 20, anee ety: Nia ltdiethe alin tioanimaetians Average monthly pay 10 years preceding retirement. .._._. 1 None 25 
es 61-70. 
1d Ry......-----2---2-- | Jan. 1, 1916 | MD ariinewsie alan TOBsne 5 ete Diistidiiin cnsine Yes.....) Yes..... ae NO. once osncecoca | SMU RER I ~soaee se Ries tictibistd.«sccdaa Average monthly earnings 10 years preceding retirement... 1 100. 00 @) 
| | eration. 
W s Valley Ry...-..----cccceseceses | Apr. 1, 1922 Oi Yes_. RS Woh FeO. can ) en Yes, age 70........ Ge WOO. 52) FR iin n tein secdnntns- ocessin Earnings last 10 years plus 120 (unless absence due dis- 1 150. 00 25 
ability incident to service). 
rfi | 
A rR.R -| Aug. —, 1924 Bt cetonnas Yes.....| Not funded....... Basie ; WO... 00d PEEL. sacnsienicinninbhenvestindin Nebdirbacne i —_ earnings last 10 years times years con- 1 75. 00 25 
tinuous service. 
Maine R. R ereeeecnceeeee| Oct. 1, 1901 PD nec weeiaiee Fe. cust Gini. eee cinee enwecdi Tiieted Reacts iiinss <chligibieddiis nockiordedsindy Werth Wages middle week every third month 10 years prior to 9.776 45. 00 10 
: | retirement or prior to age 70. 
ul R. R. Co. of New Jersey.....-..| Jan. 1, 1003 |_....do...........-.] Wehicndc Not funded_......| Yes....-. une a ict ee irninndigsciniel WRavddccisinsainitan In 30 Coscent in Se Actual earnings last 10 years of service..................... 1 None None 
2 dent 
al Vermont Ry. Inc. anseesee| Jem. 11988 TN ate a Tat.icae - eee! ES ER ee pe EN ae ee: | |) CR ee SE a ee Average earnings for last 10 years of service. 1 None None 
speake & Ohio Ry- - ecnceees | (3) ocmaninielachie ee nis beaten 2 NETS CT Total earnings 10 years  pepeeing retirement plus months 1 None 15 
: | worked or subject to cal 
wo & Eastern Illinois Ry..........| @) BD nuncnccocewel Maia aia ce.s oi a I ali a, I I I ee No specified years.| Generally a nominal Toman governed by circum-| None None None 
| stances (allowances range $25 to $50). | 
t & Macinac Ry-.. o«+---c-0--| Mar, —, 1910 ..do Dicdewetint iphebatthndidien cccdiie Average compensation 10 years preceding retirement 1 (*) 25 
times years service. 
t & Toledo Shore R. R July 1,1922 do ER Set on. encee Average for 10 years of highest rates paid. _- = 1 None None 
} R. R, system June 2%, 1927 do_.... 20 (over age 45) Average monthly pay last 10 years........... i (23) None 
Georgia & Florida R. R Nov. 21, 1924 do. CE esc aba abattnnadine>o<acecn ee ~ percent employees earnings “when re- None None None 
t m service. 
sas City Southern Ry. (including 1920 do ae RS (™)_...............| Average earnings 10 years immediately prior date of retire- 1 None None 
rexarkana & Fort Smith Ry.) ment (exceptions made by company). 
Lehigh Valle y R. R- senahiminl | (1907) * ..do Disa. sctenckie eis (®).................| Not necessarily computed on monthly earnings, each case None None None 
| considered on its merits. | 
Louisville & Nashville R. R 1901 do ee ae Average monthly salary last 10 years previous to retire- 1 None 15 
ment. | 
ne Central R. R.....------ | Feb. 1, 1902 lair en saliieanisinnddoctbeteinedie «lesan Average earnings last 10-year period, years of service and None 45. 00 10 
| financial condition considered. 
Missouri, Kansas, Texas lines Jan. —,1918 a ee Yes nig nsadiitlien, Lcainti SE OU. Na ee Average monthly earnings last 10 years service.........._. 1 100. 00 None 
New York, ¢ “hice ago & St. Louis (Lake | May 1, 1923 | BO ncocccncancc! ican pt ae 20 (when incapaci- |..................--. Monthly earnings, » age, years of service and finances of None None None 
Erie, Alliance & Whee ling R. R. dis- | tated). employee conside i 
t-¢ 10 ver Leaf district). | | 
York, New Haven & Hartford 1890 do » ee ee Bie ais; asic Wes ice Yes..... er Dik. cicaschkieantiiaks natant Miwicdell ee i ee Monthly earnings based on weeks including 15th January, | 1 None None 
R | April, July, and October, 10 years prior retirement. 
w York, Ontario & Western Ry.. | Nov. —,1915 | he ye ree) ee » Pinos ‘caiman 30 (on merits) _.__. cn Ce 40 percent last 10 years average salary. .._.................|.......... None None 
Marquette Ry-. | July 1, 10285 | OD. ces ichoriar ee Sith cto Ni cocus , ae PO iicccs SEE AES TO DB: ME tence dcp ecescee Average carnings last 10 years; age, service, and service | 1 None None 
—~" record and physical ability considered. 
iis Southwestern lines | Jan. 1,1015 do.. Wee Tce Oi eis ase » Yes..... No set method. Employees in train or engine service | None None None 
receive pension from organization and company pays like ' 
| | sum. Other employees about 50 percent of former pay. | 
ard Air Line Ry ..| () seal do... Yes .do ) » Average earnings 10 years prior to date of pension ......... 1 None None 
ss Mexican Ry : Oct. 29, 1929 lS cecal Yes a teeta see Weeden itisoss: 40 percent of last monthly earnings.......................- a None None 
Wabash Ry Dibvensvesceeel- 0a 1, lee do Yes y woe Wetwece Average monthly earnings last 10 years worked times 1 75. 00 25 
| number years in continuous service. 
i te plans: | 
R.R | @® ()... --| @-. OP. cctniltte ss rae gratuities to = we have been in the employ of the company for many years, who have become incapacitated by reason of old age or other cause or who are in destitute circumstances. Matter 
i ol ty, no plan or obligation. 
anta & Wes peas (including West- | About 1915 100 percent rail- | Yes..... Not funded.......| The management has since about 1915 voluntarily granted to employees of advanced age with long service records certain gratuity payments. 
rn Ry. of Alabama). | way. 
anor & Aroostook R. R About 1918 do.. Weiswen PP acidcinnws ‘ Das eaten have become unfit for service account age or disability are granted pensions as and when authorized by the board of directors; to continue at the pleasure of the board. Each case 
| on 
hicago, Indianapolis & Louisville Ry_.; (*) | ee ian ‘4 ? poncuael @).. _....| Makes a few grants. Each case handled strictly on its merits; neither age nor length of service are controlling factors. 
orgia R, R 1914 100 percent rail- Oainds Not funded....._- The management has since about 1914 ee granted to employees of advanced years with long service records certain gratuity payments. 
| Way. 
Illinois Terminal R. R. system se Sites sini Yes......|.....do.............| Have made allowances in a few cases. Individual Seeeignens nates De wah om eee ly. 
Lehigh & Hudson River Ry... @) | wae ees. ance SEY SO. Bewrd of ons patherinet compensation to be paid to employees who have outstanding, faithful, efficient, loyal men who have served the company many years and who have become 
Lehigh & New England R. R (3) im) OP .cctind GR kok. in cae Board of directors grant gratuities which continue at the pleasure of the board. Each case is handled on its merits. 
Minneapolis & St. Louis R. R (*) | @) PP incssiane pies a Grant —— each case is given separate and individual consideration. No regular retirement age. When employees of long service are no longer able to continue in service, consideration is given to 
heal finangial condition, ete. oe $15 to $75 per month, but no specified amounts established. 
Toledo, Peoria & Western R, R.........) @..........-- Dirccrdinbicceal a ae payments each month to a few retired employees. 
1+ aD on first $50 and % of 1 percent on excess of highest average salary. In exceptional cases of long and unbroken service with first-class records, 8 Effective July 1, 1924, onan contracted with i Life Insurance Co. for certain annuities. 


pay ment may be increased to the extent of 25 percent. 


? Plus 25 percent in exceptional cases. 


M4 Payments made on granted in 1925, 1926, and 1927 are charged to pasion reserves set upf or those years. 
13 ide gunun Wh outers tn ot rvice after altaining the age of 48 years is ble for 


+ Not reported. 4 If under 61 years of age, $6 yanee_ corvine uired for male employees 20 years for female emp piezee. 

‘ Desseener & Lake Erie R. R., Duluth, Missabe & Northern Ry., and the Elgin, Joliet & Eastern Ry. covered bh the United States Steel and " Prior to Nov. 1, 1929, this compan the plan of the American Express Co., who in turn followed the plan of the Wells- Fargo & Co. ee. 
Carnegie pension fund. This fund, according to the report of the Duluth, Missabe & Northern Ry. is a fund of $12,000,000 established by United States 18 Date the Union Pacific R. R. ven, was ras insagura and applies to Oregon Short Line and Oregon-Washington Railroad & Navigation Co. Plan of 
Stee! Corp, on Jan. 1, 1911, and applies to its subsidiaries. the Los & Salt Lake was inaugurated Ma: 

‘ Any faithful employee, irrespective of age or length of service, totally incapacitated, through injuries received in performance of his duty or through aa 776 for each tag of service not exceeding Site years, a kes not including any service beyond age 70. 
sickness, may be awarded such pension as the president shall re & Odkeials only. 

* Extensions are granted in certain cases at discretion of Paes authori ene. 

* Employees who enter service after attaining the age of 40 years are not rot eligible for pension except under special circumstances to be approved by the definite restriction as to length of service required. 


committee. 


* On disability applications, 15 years’ service is considered for meritorious service, such as loyalty during strikes, floods, or other extraordinary servicee 


* Limit of employable age under pension rules is 35 years. 
* Employees who have completed 25 years’ service can be 


pensioned 
reached age 65 can be pensioned on account of disability regardless of number of 
4 Some pension payments over and above 


york over 


“ Applicants inexperienced in railway w 





3 Not to exceed othe average en 1 od. 
*% Due to et destruction records jamonthlywalary for 1-year period It is known that pensions were granted employees as far back as 1906 


fe cereens See See ane. Employees who have No esi Sa ee 
ta share of inco’ droms Untied Stores Speak end Carnegie pension fund are made from current earnings. ee cdg . - 
ror 36 youre and expartensed appitounte evar dh pease of penton ane oigiiie ier puna Source: Bureau of railway economies, Association of American Railroads, May 4, 1932. 


4 83404—53 (Face p. 26) 
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spite 4.—Average nwmber of pensioners, amount of pension payments, and 
average annual per capita pension, selected railroads, 1900-1927, and ali class I 
eteam railways, 1927-35 . 


SELECTED RAILROADS 











' Railroads | Average Amount of pede 
Year reporting number of pension per capita 
> | pensioners | payments " 
| pension 
m 3 $292, 200 $332. 42 
‘ 5 ie 455, 858 248. 83 
x . 2, 592, 595 242. 37 
13 9 | 2, § 703, 185 240. 16 
" 12 | 3, 880, 996 255. 58 
‘ 12 | 3.913 | 1, 007, 998 | 257. 60 
06 12 | 4,335 | 1, 145, 399 | 264. 22 
v7 13 | 4, 1, 288, 109 | 261. 44 
x8 18 | 5,837 | 1,638, 709 | 280. 75 
00 | 18 | 6, 961 | 1, 902, 399 273. 29 
( 20 | 8, 339 | 2, 471, 437 296. 37 
21 | 9, 7: 2, 892, 609 297.17 
22 10, 3, 297, 388° | 303. 10 
22 11, § 3, 660, 718 | 307. 24 
4 26 2, 4, 066, 567 313. 44 
26 . 4, 513, 421 318. 36 
| 28 5,276 | 4,932, 052 322. 86 
42 i, | 5, 687, 264 350. 46 
33 | }, | 6, 073, 286 | 360. 24 
33 , 6, 814, 671 384. 23 
| 33 § 7, 539, 991 398. 16 
33 : 8, 713, 387 413.39 
37 3, 355 | 10, 327, 056 442.18 
37 25.497 | 11,950, 582 468. 71 
} 38 | 4 13, 532, 708 492. 33 
on’ on 
2 : - j 39 { oanaee } 15, 450, 784 528. 21 
Bom : cs 40 31, 464 17, 412, 870 553. 42 
n927 ; : | 40 34,102 | 19,915,597 584. 00 
ALL CLASS I STEAM RAILWAYS 
027 } (4) (5) 019 | (3 
O28 (4) (5) | 344, 626 (3 
i 4) (5) 25, 594, 720 | (5) 
i (4) (5 28, 872, 875 0) 
(4) 349, 547 32, 288, 960 (5) 
4) (8) 31, 969, 127 ) 
(4) (8) 33, 563, 480 5) 
(4) (5) 6 50, 640, 618 ( 
(4) (5) 6 27, 615, 009 (5) 
j (4) | (5) 37, 362, 261 (5) 





1yments were begun before adoption of a formal plan, the number of pensioners and amount of 
included in the tabulations. The 1900-27 data are from Latimer, M. W., Industrial Pension 
pst 1, table 29, p. 161. 

ita for all class I steam railways 1927-35, from Statistics of Railways in the United States, Interstate 

mmission, 

s ff Dr. Julius H. Parmelee, Bureau of Railway Economics, in Senate Committee on Inter- 
ymmercee, hearings on 8. 3231, Apr. 24, 1934, p. 92. 
ll class I steam railways. 
‘ Not available, 











‘The more than 50 percent increase in the charges to the pension account in 1934 over 1933 was due to setting 
User ieet the additional pension obligations of the railroads under the Railroad Retirement Act 
4. After the act was declared unconstitutional on May 6, 1935, the railroads began a reduction of the 





rves set up earlier. See Statistics of Railways in the United States, 1934, p. 8-78. 


Perhaps the most important point to be considered with respect to 
hese plans is the method of financing. As has been pointed out, the 
most universal practice was to provide pensions out of current earn- 
gs (or perhaps it would be better to say that the pension charges 
ere carried as a current operating expense, since current net earn- 
igs In Many cases were soon to become zero or negative). The idea 
f basing the pension system on sound actuarial principles and peri- 
tically setting aside funds in a separate fund did not gain any head- 


ty. Had the pension payments been fairly stable over this period, 
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TapLe 4.—Average number of pensioners, amount of pension payments, and 
average annual per capita pension, selected railroads, 1900-1927, and ali class I 
steam railways, 1927-35" 


SELECTED RAILROADS 


verage 
Average | Amount of Average 




















, | Railroads : . annual 
Year : number of pension : 
reporting | pensioners | payments | Per capita 
pension 
" 3 879 $292, 200 $332. 42 
101 } 5 | 1,832 455, 858 | 248. 83 
We 8 | 2, 445 592, 595 | 242. 37 
wd 9 | 2, 928 703, 185 | 240. 16 
a ace 12 3, 447 880, 996 | 255. 58 
ne 12 3,913 1, 007, 998 257. 60 
cs sdneod San dba aalest 12 4, 335 1, 145, 399 264. 22 
7 13 | 4, 927 1, 288, 109 261. 44 
a, ie dete dosh okey eaibscwscdh 18 5, 837 | 1, 638, 709 280. 7! 
mr | 18 | 6, 961 1, 902, 399 273. 29 
20 | 8, 339 | 2, 471, 437 | 296. 37 
y 21 | 9, 734 2, 892, 609 | 297.17 
2 22 | 10, 879 3, 297, 388° | 303. 10 
i 22 11, 915 3, 660, 718 | 307. 24 
4 26 12, 974 | 4, 066, 567 | 313. 44 
26 14, 4, 513, 421 | 318. 36 
eeshait 28 | 15, 276 4, 932, 052 | 322. 86 
sa dcnaiulbesthdians 42 16, ¢ 5, 687, 264 350. 46 
33 16, § 6, 073, 286 | 360. 24 
wueax 33 | 17, 7: 6, 814, 671 | 384. 23 
33 | 18, ¢ 7, 539, 991 398. 16 
2 33 | 20, 8 8, 713, 387 | 418. 39 
22 7 23,: 10, 327, 056 442. 18 
wy 37 | 25, 11, 950, 582 468. 71 
no ; 38 | 27, 13, 532, 708 492. 33 
, Seats am denen nae) 39 { san 15, 450, 784 528. 21 
ij ; oat : ica dices! 40 | 31,464 | 17, 412,870 | 553. 42 
m7 eure — eo | 40 | 34,102 | 19,915, 597 | 584. 00 
| | | | 
ALL CLASS I STEAM RAILWAYS 
| | 
mn 5 ERE Ore (4) ) | $24, 637, 019 | (3) 
4) 3 .| (4) (5) | 22.344, 626 | (3) 
1929 . ¥ ; (4) ) 25, 594, 720 | (5) 
0 (4) (8) 28, 872, 875 (3) 
W d a sPemkh daa (4) 3 49, 547 32, 288, 960 (5) 
Wwe --- -- ; 1) (5) 31, 969, 127 (3) 
183 ankeodeae es | (4) (5) 33, 563, 480 | (3) 
I paapte dnc eln die eheciadn | (4) (5) 6 50, 640, 618 | (5) 
7 . win wii wpatee a. cae (4) (5) 6 27, 615, 009 | (5) 
Iw t.. siacindihialee ARM iia da 20 | (4) (5) 37, 362, 261 | (5) 


Wh e : 
Vhere payments were begun before adoption of a formal plan, the number of pensioners and amount of 


joyments are included in the tabulations. ‘The 1900-27 data are from Latimer, M. W., Industrial Pension 
pystems, Vol. 1, table 29, p. 161. 
ata for all class I steam railways 1927-35, from Statistics of Railways in the United States, Interstate 
mmerce Commission. 

‘testimony of Dr. Julius H. Parmelee, Bureau of Railway Economics, in Senate Committee on Inter- 

aly . mmmerce, hearings on S. 3231, Apr. 24, 1934, p. 92. 

‘ All class I steam railways. 

Not available, 

' The more than 50 percent increase in the charges to the pension account in 1934 over 1933 was due to setting 
reserves to meet the additional pension obligations of the railroads under the Railroad Retirement Act 
S a, After the act was declared unconstitutional on May 6, 1935, the railroads began a reduction of the 

erves set up earlier. See Statistics of Railways in the United States, 1934, p. 8-78. 


Perhaps the most important point to be considered with respect to 
hese plans is the method of financing. As has been pointed out, the 
lmost universal practice was to provide pensions out of current earn- 
ings (or perhaps it would be better to say that the pension charges 
; ere carried as a current operating expense, since current net earn- 
me in many cases were soon to become zero or negative). The idea 
ane the pension system on sound actuarial principles and peri- 
ically setting aside funds in a separate fund did not gain any head- 

ty. Had the pension payments teen fairly stable over this period, 
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k 
this pay-as-you-go type of financing might well have been satisfactory sht 
But for a variety of reasons pension payments and the number of MM ..:. 
pensioners had been continuously and rapidly growing. Thns, 

A number of factors entered into this growth of pension payment, ME... 
One was the trend of employment in the railroad industry, which, Ms. 
after a large postwar drop in 1921, remained fairly stable throughout me 
most of the 1920’s. (See table 5.) Secondly, the length of time be. 
tween hiring and retirement on pension became shorter as the older 
age-at-entry of railroad employees became more pronounced. The The 
seniority system of railroad employment operated to keep a high pro. Mi the ear 


portion of railroad employees in service to retirement age, which MMof old: 
meant a large number of pensioners. The increased life expectancy MMI) lich 
of Americans also caused greater numbers to become eligible for pen- MiB and di: 
sions and added to the length of time a pension was payable. Finally, Hiv fit 

the immaturity of these pension plans also contributed to the growth Hii ; 
of pension payments, a phenomenon common to all pension systems in Hi presick 
their early years. 


































¥ epl 
was the 
TABLE 5.—Average number of emplovees, steam railway companies, the Pullman ee 
Co., and express companies, 1920-86 mere pt 
Clie i 
| : i 4 environ 
Average number of employees 4 ee 
a bo ileal it aaa paasis | 
Year ended Dec. 31— 6 | e 4 tati 
lassi steam All steam . Express ital 
railways | railways | Pullman Co. companies I a) | (fio 
| | | A 
a Sr ai. Tt eae ee ee a a for the 
a a eee rene | 2,022,832 | 2, 102, 300 | 22, 886 | (’) 134, 198 ‘ 
1921 _. ie . 1, 659, 513 | 1, 727, 343 | 21,097 | 77, 037 825, 477 to Gom 
1922 1,626,834 | 1, 719, 056 | 19, 066 | 74, 520 R12, 6a Attemp: 
1923 1,857,674 | 1, 958, 820 | 23, 579 | 72, 761 i F I 
Oe re 1,751,362 | 1,853, 119 25, 091 | 66, 124 1, 4, 3M age secu 
1925 <a | 1,744,311 | 1,846,202 | 26, 619 | 66, 409 1, 939, 209 ot A 
1926 __ 1, 799, 275 | 1, 883, 560 | 26, 185 66, 306 1. 976, 045 ut Amy 
; 1,735,105 | 1,835, 820 97, 359 62, 361 125, 54 in pensi 
1928___. soln a | 1,656, 411 1, 749, 560 | 26, 815 | 60, 726 837,101 asim 
NOUNS iil 1, 680, 850 | 1, 752, 462 29, 250 59, 464 1, 841,176 Railr< 
OOD. idniccsiledics 1, 487,839 | 1, 571, 559 26, 165 51, 162 648, 88 Bra 
BOG L. ii cnc cc saad 1, 258, 719 1, 330, 463 | 22, 546 | 44,11 i 1 ariy as 
OB. ds ckccicdentuaabltocad 1,031,703 | 1,092; 273 17, 132 | 36, 040 1, 145, 45 ection 4 
OONE: oa eicd. sejebibiie see x ’ 971, 196 1, 028, 533 | 15, 887 35, 66¢ 086 rae 
900K. iy .cacadeebeoaketinkak. 1, 007, 702 1, 066, 609 19, 066 36, 191 1,121, 0 tive self 
PONE «cca nace Tea 994,371 | 1,052, 634 20, 436 37, 987 1, 111,087 7” 
BONG. ectins eeeteeenet 1, 065, 970 () 21,711 | 40, 815 might h 
rr ee | ime os | a ] istics of 
1 Data not obtained. h great 
Source: Hearings before the Committee on Interstate Commerce, U. S. Senate, 75th Cong., Ist sess., ay labe 
8. 2395, June 2, 1937, p. 83. % 
fh on } 
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hy lab 
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ompany 
superany 


By 1932, over 50,000 railroad employees had been retired on pel- 
sion and class I railroad pension payments in 1931 were over $32,0)- 
000. Over half the railroads, employing about 60 percent of the 
personnel working for roads with pension plans, had found it neces 
sary to reduce the amount of their pensions all the way from 10 to» 


ues with an average reduction slightly greater than 10 percel\ Micabilit: 
Jespite these reductions in 1931, total expenditures for pensions "Mor disqi 
1932 were almost as high as in 1931. It became increasingly cletMecident 
that such reductions were not going to provide a solution to the rl BiMWidesnr, 
road pension problem, and serious study was being given by railwy i 9. Nas 
Jabor to the problem of old-age benefits in that industry. bf the ny 

The insecurity of the railroad pension plans in 1932 resulted fromiiystems, 


inadequate financing, lack of actuarial soundness, failure to provide 
proper legal safeguards in respect to the funds and to employes 


AS late 
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rights and, in the case of the informal plans, the absence of definite 
jquinistrative procedure for carrying out the terms of the plans. 
Thus, the railroad employees had become very concerned about the 
future of these plans and began casting about for an alternative means 
of providing old-age security. 


Ill, THE GROWTH OF UNION PENSION PLANS 


The pension systems established by railroad companies preceded 
the early attempts by the railroad unions to cope with the problems 
of old age and ineapacity of their membership by from 10 to 30 years. 
In light of the earlier existence of railroad company superannuation 
and disability systems, the question arises as to why railway labor 
aw fit to enter this field of insurance when it did. In large measure 
the answer to this question lay in the philosophy of Samuel Gompers, 
yesident of the American Federation of Labor from 1886 to 1924, 
‘except for 1 year, 1895). The organization of the A. F. of L. 
yas the first successful attempt to weld independent labor unions 
into. a significant movement. Its leaders, and especially Gompers, 
yere probably correct in their assessment of the social and political 
eivironment in America in the late nineteenth century, with its em- 
phasis on property rights and its hostility to “anarchistic” labor 
‘witation.” They viewed with considerable suspicion both private 
und Government attempts to provide old-age and incapacity security 
for the American worker. Organized labor in the main subscribed 
t) Gompers’ twin doctrines of collective self-help and antistatism.” 
Attempts by the state adequately to cope with oe problems of old- 
age security in any comprehensive manner were at least 40 years off, 
ut American industry at that time was indicating a growing interest 
in pension plans. 

Railroad unions began to develop their own pension systems as 
arly as 1882. Certainly provision for old-age and incapacity pro- 
ection for their members fitted in neatly with the doctrine of collec- 
ve self-help. But the entrance of the unions into the pension field 
might have been postponed had it not been for five major character- 
stics of the company plans. These are worth outlining since it was to 
} great degree for the same reasons that agitation by the standard rail- 
ay labor unions for a federally administered railroad retirement sys- 


mi on a contributory basis ultimately came to a head in the early 
1930's, 


hy labor unions attempted to provide pensions 


1. Inadequacy of benefits—The unions considered the railroad- 
ompany pension systems inadequate both as to the amounts paid to 
juperannuated workers and to lack or insignificance of provisions for 
lisability retirement. The absence of more comprehensive protection 
or disability was of particular importance to railway labor since the 
eeident rate in that industry was very high in the days before the 
ered use of the automatic coupler and other safety devices. 

2. Narrow coverage of membership.—Labor was extremely critical 
bf the number of employees accorded pension protection by company 
ystems. The Grand Trunk plan, for example, covered only clerks. 
As late as 1904, that system covered only 1,350 out of a total of 


* Douglas, op. cit., p. 4. 











30. RETIREMENT POLICIES AND RAILROAD RETIREMENT SYSTEM 


27,520 Grand Trunk employees.* Of even greater importance, hoy. 
ever, was the fact that all railroads did not have plans in operatioy 
In 1889, according to the United States Commissioner of Labor, oy; 
6 out of a total of 1,718 railroad companies provided pensions, an 
while another 266 companies retained disabled employees on the pay. 
rolls, only 3,121 employees were enjoying this privilege. , 

3. Company pensions were extended on a charity basis.—Laboy 
unions considered their membership the same as the rest of the popu: 
lation, with a general distaste for being the recipients of charity 
Charity was considered a condescending gift by superiors, wheres: 
labor wanted pension protection created by and for themselves, More. 
over, charity was a thing which was capable of being granted or 
withdrawn at will. Although a company’s policies may have included 
pensions, such policies could be changed without notice at any time 
They did not amount to protection upon which labor could depend 
with any real degree of certainty. 

4. Fear of pensions’ use as a strike-breaking weapon.—Pensioy 
systems of the railroad companies required continuous, uninterrupte 
service in order to qualify for full benefits. This could cause great 
difficulty to the unions in persuading workers to invoke their only 
effective economic weapon, the strike, since strikes constituted a 
interruption of service in those days. By going out on strike, the 
worker could lose his pension rights.” While the committee foun 
no widespread use of such methods by railroad companies, the wnior 
were nevertheless afraid they might be used. 

5. Company-sponsored pensions worked against loyalty of worker 
to unions.—The continuing contest between the organized trade-unio1 
movement and management for the support and control of America 
labor was especially fierce in the latter nineteenth and early twentiet 
centuries. The unions, by establishing pension systems of their own 
could offset the company-loyalty of the workers produced by the 
promise of pensions. Indeed, it has been said that this was one of the 
chief motives behind the creation of the union pension scheuies.’ 


Development of union pension systems 

The most comprehensive provisions for pensions by railroad union 
were provided by the four railroad operating unions: Brotherhood o 
Locomotive Engineers, Brotherhood of Locomotive Firemen and En 
ginemen, Order of Railway Conductors, and Brotherhood of Railrow 
Trainmen. The different plans of each of these four unions and thé 
plans developed by other railway labor organizations were as follows 

Brotherhood of Locomotive Firemen and Enginemen.—It may \f 
said that this union pioneered in the general field of union welfart 
plans since as early as 1882 it adopted provisions for paying compel 
sation to its members for certain specified disabilities. These include 


% Latimer, op. cit., p. 21. - 

% An example of what railroad employees feared was the harsh measures employe 
by the railroads to break the shopmen’s strike in 1922, including court injunctions, % 
right dismissals, and refusals to rehire workers involved in that strike. For instal 
pensioners of the Pullman Co. lost their old-age pensions for refusing to “scab 
that strike. Another example of this use of the threat of loss of railroad pension’ 
break a strike developed on the Western Maryland R. R. in 1925, when the manage nee 
of that railroad commanded its pensioned engineers to return to work and act as strikt 
breakers under penalty of losing their pensions if they refused. Similarly, abrose™ 





ne 


of railroad pension rights was but one of many weapons used to break the Winnie 
general strike in western Canada in 1919 (Locomotive Engineers Journal, vo! 
uary 1926, p. 14, and February 1926, p. 108; Herlihy, op cit., p. 15). 

*° Latimer, Murray Webb, Trade Union Pension Systems, 1932, pp. 9-10. 
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‘otal blindness, loss of a hand or foot, consumption, Bright’s disease, 


. and complete paralysis. Coverage for other diseases was added at 
on ME different intervals and in 1920, the union scien a special tuberculosis 
Ivf benefit. Financial provisions for paying these benefits consisted of 


nda compulsory contributions to the organization’s relief department. In 
1391, the Brotherhood of Locomotive Firemen and Enginemen joined 
forces With the other three railroad operating unions to establish a 
bora jointly-sponsored and supported home for aged and disabled members 


pum of these unions. In 1922 a plan providing lump-sum superannuation 
ty. and disability benefits was adopted. In the same year, payments were 
ese begun under a formal pension system which had been set up by this 
rem ynon in 1920. A pension for the widows of members was added under 
one av plan scopind in 1926. 

le Brotherhood of Locomotive Engineers.—While the Brotherhood of 


Locomotive Engineers joined with the other three operating unions 
ne to provide a home for aged and disabled railroad workers in 1891, it 

was not until late in 1912 that this union set up a special voluntary 
oul pension association. Under it, they provided superannuation allow- 


tec ances for their members as a matter of right on discontinuing active 
cata tail service by reason of mental or physical incapacity, voluntary 
nivale retirement at age 65, or compulsory retirement by a company. In 1921 


agg the union was providing facilities for members wishing to pay for a 
them pension for their widows. In 1924 this provision was extended to 
Lg I 
ne include mothers as well. 
Brotherhood of Railroad Trainmen.—The first activity of the train- 
men in this area was also the joint sponsorship in 1891 of the home for 
raga the aged, mentioned above. In 1895 the BRT included old-age infirm- 
Lo) Ss 


iol ity in providing for benevolent claims of members not meeting the 
calf (alifications for the regular permanent and total disability benefit 
et being paid. In 1913 this union provided lump-sum superannuation 
wigaag «nd disability benefits, while in 1922, a pension system modeled on that 
tha of the locomotive engineers was inaugurated, and in 1928 a widow’s 


thal pension plan was added. 

Order of Railway Conductors.—A fter joining, in 1891, in the estab- 
lishment of the home for aged and disabled railroad employees, the 
onductors in 1901 set up a relief fund paying $55 per month to mem- 
bers physically or financially unable to provide for themselves. These 
payments were made from a fund provided by the compulsory con- 
tributions of all members. The conductors established a pension sys- 
tem in 1917 which was discontinued in 1925. The failure of this 
‘We “ion’s pension plan resulted in their withdrawal in 1927 from the 
im joint home for the aged and disabled and the beginning of construction 
ofa home of their own in Georgia in that year. 

Order of Railroad Telegraphers—The railroad telegraphers had 
ae ‘vo rather disheartening experiences in the provision for old age of 
iismembers. In 1915 this union adopted a pension plan somewhat 
similar to the locomotive engineers. The plan contemplated provid- 
jor “OZ &@ pension as a matter of right. AIl members were to be assessed 
ui °240 and a monthly pension of $20 was to be provided. The plan did 
vrij Lot get the support of the eae and was liquidated in 1919. 





- After extensive research, a second plan was established in 1921. 
This plan was actuarially sound but it required 1,000 members before 
tcould be put into effect. Since the costs were so high the plan never 
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did obtain the necessary support of the membership and was Jiqyj. 
dated in 1924. et. 

Order of Sleeping Car Conductors.—In 1927 this union began y 
modified insurance plan, paying $1,000 to disabled members at the rate 
of $25 per month. No contributions from the members were required 

Brotherhood of Railroad Signalmen—This brotherhood in 1993 
adopted an optional plan whereby a disabled member received 10 cents 
from each member of the disability fund which was established, up to 
a total of $1,000. 

International Association of Machinists —This union adopted a dis. 
ability benefit plan in 1921. Participation in the plan was optional, 

Brotherhood of Maintenance of Way Employees.—Up until the 
early 1930’s this union had taken no positive action in the provision 
for its older or disabled members. However, there was considerable 
agitation by the membership of this union for providing a home for 
retired members. 
Analysis of early union pension plans 

As will be apparent from what has gone before, the railway union 
plans providing benefits for superannuated and incapacitated mem- 
bers had many similar features to those of the railway company peu- 
sion systems. Perhaps the most important difference was the way in 
which company pensions were related directly to the wages of the 
workers, whereas the union benefits were usually a lump-sum amount, 
Another difference lies in the frequency with which trade-union pen- 
sion schemes made some provision for the widows of the membership. 
Finally, trade-union pension schemes have been altered and revised 
much more frequently than those of the railway companies. These 
changes came about as a result of agitation from the membership to 
increase the amounts of the benefits, bringing them more in line wit! 
increases in the price level, but more of the revisions have resulted 
from the growing financial burden on the plans of an increased num- 
ber of pensioners; in fact, some of the plans ceased to function due to 
this reason. The plans which provided a lump-sum superannuatio 
benefit changed little over the years and requirements for admission to 
homes for the aged changed very little. The definitions of disability 
in the incapacity benefit plans were rather vague and depended largely 
on the discretion of benefit boards in the application of vague rules to 
particular cases. 

Detailed analysis of the provisions of these railway-union pension 
systems is included in tables 6 and 7. 


& 


y of railway trade 


Gg 


Chronol« 


TABLE 6 
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[he seriousness of the problem of financing trade-union pension 
systems led Latimer to say in 1932 that these experiments in the pro- 
‘ection of superannuated members of trade-unions, their dependents, 
ynd those permanently and totally disabled by cause other than in- 
.s incurred in the line of duty, “are far from h: aving reached a 
“ound basis; and, unless dr astie financial reorganization is made, they 

iImost certain to end in failure in the relatively near future.” 
ro illustrate this point, Latimer stated that in 1932 the reserves of 
these plans taken together were probably equal to little more than 


ne-third of the value of the pensions then in effect." 
For the reasons outlined above, trade-unions first began to offer 
pensions at a time when there was little experience in the pension field 


todraw on. Despite the many admirable humanitarian motives which 
led to the inauguration of these plans, it must be realized that any 
nsion plan always presents a serious financial problem, and this 
tact was not recognized by the originators of the plans. 
It is possible that ineflicient control and administration of union 
pension funds, including unsound investment of reserves, further con- 
tributed to the serious financial plight of the union pension plans. 
Two operating unions—the Locomotive Firemen and Enginemen, and 
the Trainmen—had an additional strain placed on their pi: uns through 
the operation of the railroad seniority system. As unemployment 
creased during the depression, more and more engineers and con- 
ductors were able to remain employed only by “bumping” firemen 
und trainmen, so that the brunt of the unemployment in the oper- 
ating bra anches of the railroads was borne by the fireman and trainman 
crafts, This in turn resulted in fewer employed trainmen and fire- 
nen to Meet the pension assessments of their respective unions. 
While many union pension systems were revised and in some cases 
sontinued primarily due to financial difficulties, those that contin- 
ed to operate were able to do so for four reasons: (1) An increase in 
total union membership, particularly where the new members had not 
yet qualified for a benefit, postponed to a later date the question of 
alequate financing; (2) rising wage rates facilitated the collection 
of higher assessments from the me embership for the support of the 
ms; (3) the means-test provisions of many of these plans un- 
y limited the number of members eligible for benefits; and 
inem Ip ‘loyment among the railway brothe rhoods which were main- 
ling pension schemes was rel: atively slight.” 
Acute ‘fins incial problems arose in connection with all trade-union 


jeision plans due to unanticipated increases in expenditures. 
prob] 


1 
we 

t 

‘ 


( ibte 


These 
ems made it necessary to raise assessments, stiffen eligibility re- 


quirements, or decrease the amount of benefits. W ith the exception 


I 


{,.) 
Au 


ofthe Order of Railroad Telegraphers, few railroad unions had sought 
ty sablih their prene on a sound actuarial basis. There is little 
evidence that the officers and, in particular, the members of the unions 


COSTS 


Later dev, 


V appreciated at that time the causes and effects of rising pension 


opments of railroad unions’ pension plans 


Se period 1933 through 1935 marked a definite policy change on 
¢ part of railroad unions toward abandonment of pension plans. — 


ii ce 
n +, Lbtd., p. 98. 
™Thid. o. 99-100. 
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which had used flat assessment rates—in favor of legal-reserye inguy. the 0 
ance systems covering death, total and permanent disability, and ep. lan 
dowment. The Order of Railroad Conductors in 1925, had giver Such 
up its pension plan in favor of such an insurance system, and in 1998 memb 
the Brotherhood of Locomotive Firemen and Engineers decided t. 9g’ |" 


establish an insurance system which would operate in conjunction with ig0!’e" 
its pension plan. By 1930, both the Brotherhood of Locomotive Eng Dui 
neers and the Brotherhood of Railroad Trainmen voted to call in reasil 
actuaries and insurance lawyers to study their systems and make iy 
recommendations. During their 1933 conventions, both determined chip | 
to convert their pension plans into insurance systems: the Engineers Widor 
by an arbitrary decision terminating the pension plan on October |, vel 
1933, and the Trainmen by a more gradual method which encouraged , 
insurance participation but did not completely abandon the pension He | 
system. Ut 
The major reason for the change was, of course, the fact that the of men 
incomes of the pension funds had declined at a time when the demand rato 0 
for pensions had been increasing. This decline was influenced by the Hype!!!” 
fact that railroad employment had decreased at the same time that Hp!"°*s 


depressed economic conditions had increased the burden of the assess. Be" “"'° 
ments necessary to preserve pension rights. A second factor in the penellc) 
decline was the fact that the average age of insured members had All of 
increased markedly, both because the railroad-worker population was H's ©! 


uging and because the pension plans were not showing the accretion de an 


of new young members upon which the solvency of assessment plans $iBporiey 
so largely depends. The fact that proposals to establish a federally Hie great 
administered contributory railroad retirement system were simul- Hj paid 
taneously under consideration by Congress and by the courts may 3p“ 
have influenced this decision to some extent; but, in view of the fact Hil lerefc 


that the first steps toward insurance had been taken by all four unions Hpuswan 
prior to 1930, it seems unlikely that this legislation was a decisive Bi wanse | 
factor. ates * 
This shift away from pension schemes toward old-line insurance jy wis! 
systems is sketched briefly here as it occurred in each of the Big Four 
brotherhoods. At the end of each summary, a statement of the curren The 
situation is included. i) toa 
Brotherhood of Railroad Trainmen.—In January 1933 the Rail- HP oi spe 
road Trainman, official organ of the union, announced that the Mot fun 
time had arrived for extra assessments in the beneficiary department Mould in 
to meet the constitutional requirement Nee 58) calling for such a Mipystem s 
special assessment when the beneficiary fund fell below $6 million.” BM xt up 
The net loss in receipts of the beneficiary department in 1932, due to Mjpith 31, 
members withdrawing from that department, was $425,159.(1" Hj@mount, 
In January of that year receipts and disbursements showed a balance Hi know: 
on hand of $7,518,336.70. By year’s end (December 12) they had MM Avails 
dropped to $5,865,560.17, or below the $6 million floor.* Under thes 3 what 
cireumstances, members of the union were urged to transfer their 





contributions from the beneficiary to the individual-reserve depart: =I r 
mn : : Pr a : 7 ° “ 9 nd. (4 

ment. “There is no question,” according to the Trainman, “but that MM » iia: (5 
* Thid (F 

Ps *Thid. (8 


23'The assessment rates were 95 cents on class A, $1.90 on class B, $2.50 on class CQ "Ibid, (F 


$3.75 on class D, $4.70 on class E, $5.35 on class F, $6.70 on class G, 95 cents on class \ "Ibid. (J 
and $1.90 on class O members. ‘e 
% The Railroad Trainman, vol. 50 (January 1933), p. 19. See table outlining losses 
the Beneficiary Fund for each month in 1932. 

* Ibid., p. 20. 


3349: 
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the opportunity which exists for transfer to the individual-reserve 
m of insurance has saved many members to this brotherhood.” 
sych a transfer, it was noted, would result in no great loss to the few 
embers in the beneficiary department and would render a real service 
1) individual-reserve members by making their plan 100 percent 
solvent. 
During the early 1920’s, the beneficiary plan had operated at a de- 
easing cost per $1,000 of insurance because it had been securing 
inv new members. But, with the substantial decrease in member- 
hip beginning in the late 1920’s, this trend had been reversed. 
Widows’ pensions, added in 1928, had been liquidated by vote of the 
vention in 1931. Moreover, the 1931 report showed an abrupt 
ease in claim payments.*? Even more significant, perhaps, was 
fact that by September 1933 it could be noted that one important 
it of the decline in membership was the fact that the average age 
embers had increased from 30 prior to 1929 to 50.% A solvency 
tio of 49.15 percent in 1922 had been reduced not only by depressed 
nditions in the railroad industry but because protection had been 
reased during the 1930’s without increasing rates. Commenting 
on the advantages of the individual-reserve insurance plan over its 


ieneficiary plan, the Trainman stated in February 1933: 


\ll of the four transportation brotherhoods at least have ventured into the 
elds of pensions and endeavored to give a pension for what has since proven 
ty be an inadequate rate. The results are that it has been necessary to close out 
most all of the pension plans so far adopted, and because of this unfortunate 
experience the brotherhoods have been moving more cautiously for the reason that 
mo greater disappointment can come to anyone than to find that that which he 
has paid for was not available at the time he was entitled to it and in most 
iustances needed it.” 


‘herefore, transfer of membership to the individual reserve plan of 
hisurance was urged in line with union policy that— 
weause life and disability insurance could not be furnished at the old low 


* * 


ates * members desired a more modern plan of insurance under which 
might have the advantages of dividends, cash, loans, paid-up and extended 
nsurance features.” 
[he individual reserve plan of the union provided insurance 
i) toa full limit of $5,000, Its disability provisions were described 
pecial importance since most old-line insurance companies could 
t furnish so complete a coverage for disabilities and only a few 
ould insure persons in active train service." It was a fully financed 
ystem since the constitution provided that a required reserve was to 
be set up on the basis of the American Experience Table of Mortality 
ith 314 percent interest assumption, and also that an additional 
mount, equal to 5 percent of such reserves, was to be established, to 
e khoWn as a contingency reserve.” 
Available data do not show, in terms of total union membership, 
) what extent the rank and file converted to insurance. But they 


*Ibid. (September 1933), p. 533. 
*Thid. (January 1933), p. 20. 

* Ibid. (September 1933), p. 5281. 
"Ibid. (February 1933), p. 116. 
oma (September 1933), p. 531. 
eqma (February 1933), p. 134. 


id. (January 1933), p. 70. 
33494—53—pt, 1_—5 
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do show a steady increase in the operations of the individ 
insurance plan. 

During the year 1933, the insurance departments of 
paid 2.985 claims amounting to $5,641,301.43 of which 
death claims and 1,711 were disability claims.** At the ck 
ness on August 10, 1934, total funds in the individual res 
ment amounted to $6,444,798. 09, reflecting a constant sient 
in funds.* By the end of 193: 1, total admitted 
$6.390,491.18, and a year later they had increased to $s 
As they show the growth i in business, a lowering of curre 
and increased reserves, the annual statements for the year 
1935 are reproduced in tables 8 and 9. 


TABLE 8.—Annual statement, 
Railroad Trainmen, 1934 


Total admitted assets: 


Government, provincial, State and municipal bonds (book 
II Do ccc esi cinta tanned Abs eetod hemtcnintieh onthe. 4 
Deposits in trust companies and banks__---------------~- P 


Policy loans 
Organizers balances and prepaid commissions___------- 
Impounded bank account (recoverable from deposits in a bs ank 
closed during the national banking holiday, ete.) _.---_--_- 
Interest due and accrued____--~----- 
Market value of bonds over book value. . 
Premiums outstanding- 


SE  edanipieenstinnn Guieipaecnavales 
Liabilities : 
Death claims due and unpaid 
Death claims reported but not yet adjusted_____ ae 
Permanent disability claims due and ET tt Da, 5 
Permanent disability and benevolent claims reported but not 
yet adjusted_____- ee eee se aeons 7a 
Salaries, rents, expenses, commissions, etec., due and ace crued. 
Receipts held in suspense__ 
Cash surrenders, DAFOD Cindi nnditireinscmeesncnsionas 
Accrued dividends_-_ 
Reserves: 
For dividends left to accumulate and interest thereon 
For dividends in sees al dada i herieteded 


For. mortality and disability contingencies 
For investment contingencies______-- 
American experience, 344 percent ___-~~- bet 
Disability reserve 


Total liabilities___ 
The Railroad Trainman, vol. 52 (Marth 1935), pp. 137-188. 


Source: 





51 (April 1934), p. 248 


520-521. 


83 The Railroad Trainman, vol 
* Ibid. (September 1934) pp. 
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paste 9.--Annual statement, individual reserve department, Brotherhood of 
Railroad Trainmen, 1935 


me Cash, bonds, and other assets : 


\t 





Cash in national banks, United States and Canada___-~__-~-~- $223, 738. 48 
re Bonds, (Government, State, municipal, etc.) ----------~---- 7, 279, 341. 03 
Policy L0GD8 2. gg atnee peehosmoabeawenenenaand cmaietiinn 138, 305. 04 
Organizers’ balances and prepaid commissions_-__.-_.~~~-~ 1 9, 838. 84 
Impounded bee. GGCCNNR Ss 26d tidiwcictntitianingineduinitemne 51, 089. 83 

eT a ee ee 81, 398. 78 

Market value of bonds over book value___...-_-...--------- 258, 672. 87 

O Premiums outstanding meee no oe 3, 592. 96 
Total S800 Bsndiccneinsemddeataniedopetacocmananammmae 8, 045, 977. 83 











Funds or reserves for the protection of members and other liabili- 








ties : 
Fock] Teme We Meet iitette eehhteree icles eeeene sesten elitism shentn conan . 5,066,115. 85 
Drisser DiLittsy’. SQUpU peas eam ade ht rnc hw taining th erie aberrant gir 460, 681. 84 
Dividends left to accumulate and interest thereon____---_-_-- 380, 441. 59 
Bane fits Did BB Oa tc cptt ect cies cece ttsitte nin teins anitechiepieiey chon ‘i 14, 200. 02 
Accrued dividends__-—- a i 2 caalinie cab ncemees 15, 415. 69 
Death and disability claims not yet adjusted__._.____---___~- 193, 568. 94 
Corssla Sear FRR en Were ease kde sc titted tne nna lets ah 8, 350. 77 
Salaries, rents, expenses, commissions, etc., due and accrued_ 45, 399. 86 
2 4 Funds on hand or reserves above legal requirements : 
= C0 Reserve for dividends, 19386__.-._._..._.------~ piacere 122, 491. 92 
1" ~ Five percent constitutional surplus__--_.-..---------- 253, 305. 80 
9 a4 Reserve for mortality and disability contingencies_____~- 241, 153. 18 
3 Reserve for investment contingencies_____.._----..--~- 500, 000. 00 
18 Unassigned funds, surplus_..............__- ae 449, 852. 37 
ai TOUR) TIENEN on oe oe ee | See ee 
57, 9 Source: The Railroad Trainman, vol. 53 (March 1936), p. 143. 
ae The insurance system established by the Railroad Trainmen is still 


inoperation. As of September 30, 1952, its total assets stood at $51,- 
18. 66 875.363.10. 


06.24 Brotherhood of Locomotive Engineers.—At its seventh triennial 
4.59 convention, in July 1933, the Brotherhood of Locomotive Engineers 
sO . 


=, mmm Yoted to discontinue its assessment pension plan, effective October 1, 
: 


1933, in favor of a system of legal reserve insurance which had been 


v1. SME prepared by its officers and trustees acting on instructions by the 1930 
,- me convention, As in the case of the other railroad operating unions, 
<i, (gg Oss Of membership, increased assessments, and a sharp increase in 


i. the average age of members were decisive factors. The average age 
of members had reached 54 years—an increase of 3 years since the 
: last convention—and loss in membership had decreased the protection 
49. Ollered by the system by approximately $29 million. During the year 
132, 22 percent of this loss was reported to have occurred among the 
younger age groups, “indicating we could not retain or enlist younger 
members in view of rapidly increasing costs.” * In the 3-year period, 
1J31-33, the association had shown a net loss of 24,186 members and 
‘net increase of 219 pensioners in the men’s department; a net loss 
of 16,751 in the widows’ department had developed with a net increase 
of 608 pensioners, 
The record also had shown a 66 percent increase in the assessment 
rate since 1912, when $23.50 had been paid on assessments on a $1,500 





‘Locomotive Engineer’s Journal, vol. 67 (August 1933) 565-56 
“Ibid. (September 1933), p. 653. —_ ee 
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certificate. By 1932 this rate had climbed to $39. Yet in Spite of 
increased assessments, the fund’s obligations could not be met, (); 
June 1, 1933, the association had been about 60 days behind jn the 
payment of death and disability claims, and had been falling behing 
each month because the assessments levied—which were increased fro; 
six to seven in July 1932—were not producing sufficient funds to pay 
the claims.” Moreover, as an alternative to even larger increases 
the assessment rate, the practice had been to reduce benefits, so ¢| 
by the middle of 1933 male pensioners were receiving only 30 percen; 
of full benefits, while widows were receiving only 6 percent.’ Finally. 
the solvency of the association prior to the adoption of the new ply 
of insurance, was set at 17 percent providing that its asset 
liquid.” 

Major reasons given in favor of the change to an insurance plan, 
rather than any other alternative, were stated as follows: (1) It would 
be safe and sound. (2) In the long run it would be cheaper. (3) 
The insured will have a cash surrender value and other options after 
the third year. (4) The insured could borrow in emergencies,” 

By action of the convention, the change to insurance was made effec. 
tive October 1, 1933, when all assessments were discontinued and ll 
insurance policies were issued at rates based on the legal reserve plan 
and actuarial rates. The minimum amount for such insurance was 
$500; the maximum, $5,000. Existing certificates were continued in 
full force only upon payment of regular level monthly rates, but any 
member was permitted to exchange his pension certificate for a lesser 
amount of insurance or for a plan providing less than whole life 
insurance. Rates depended upon age at the nearest birthday on 
October 1, 1933, and roughly 50 percent of each payment after the first 
year was scheduled to be set aside to create and accumulate reserves 
earning 31% percent compound interest.** Disability insurance r- 
quired an extra premium amounting to 15 cents per month per $1,000 
for persons aged 20 to 50, increasing 5 cents per month for each 5-year 
interval after age 50, and terminating at age 70. 

As a result of the drive to encourage members to convert to the in- 
surance plan, the union’s board of insurance trustees reported 
early in January 1934 that almost 70 percent of the membership 
had already transferred “and established for themselves a degree of 
solvency of 100 percent.” Approximately $65,280,377 worth of in 
surance was in force—a fact which caused the Board to conclude that 
their plan “stands well since only 75 of the 300 legal reserve life in- 
surance companies have over $100,000,000 of insurance in force. 
About 85 percent of the transferring members had also taken dis- 
ability insurance, indicating that approximately $55,488,300 worth of 
that type of insurance had been written.* At the end of the first year, 


7 Tbid. (August 1933). p. 565. 

* Ibid. (September 1933), p. 668. 

%® Locomotive Engineer's Journal, vol. 68 (March 1934). p. 166. 

*” Locomotive Encineer’s Journal, vol. 67 (September 1933), n. 649 

41 Special provisions were made for members over age 60% on October 1 1 
approximately $6 million in the mortuary surplus funds was dedicated to the payment" 
death losses as they occur and the reorganization provided paid-up insurance for ( o> 
members on a sliding scale, with the larger amounts going to the older ages, Dut t 
total of all such paid-up insurance was limited to such amounts as the existing funds 
provided. See Locomotive Engineer's Journal, vol. 67 (August 1933), p. 567 

® Locomotive Engineer's Journal, vol. 67 (August 1933), p. 567. 

* Locomotive Engineer’s Journal, vol. 68 (March 1934). p. 166. 
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the record for class A life and disability indemnity insurance in force 


cas as follows: “ 


Number of Amount of 
policies insurance 


Ror t -- - - - aces $3, 000. 00 
Modified | 41 | 74, 750.00 
>, { i 4 ; 34,846 | 53, 897, 730.00 
925} 1, 424, 500.00 

38 | 1, 072, 250. 00 

\ 1, 578, 600. 00 
| 58, 050, 730. 00 

45, 888, 900. 00 

| 13, 798, 752. 50 


s A life insurance 
nsurance 


rance oe . o . — - wnacsecs! 





Thus it could be reported that the new insurance system had “prac- 
tically $100,000,000 of life and disability insurance in force ;” and that 
ore than half a million dollars surplus remained with all claims paid. 
incontrast, a year earlier the accounting of the beneficiary system had 
hown more than half a million dollars of unpaid claims and insuffi- 
ent income to meet current claims.® The financial statement cover- 
¢ this first year was as follows: “ 


laste 10.—Financial statement, Locomotive Engineers’ Mutual Life and 
Accident Insurance Association, 1934 
Assets 
Municipal boaG@s (hee Vahiet 2 2 nck. $464, 598. 95 
Deposits in banks (none in closed banks) ~...-_.--__- aks 123, 680. 21 
Premiums due in course of collection.______._......-_._-_- 282, 007. 36 
AcCTGGU TREGTORT C0 CI Se Shiite ne ndtanmenaiiicecuimmedun 7, 536, “i 
Total ‘Gavia GARRUN Eel nnn Bed tn etn 877, 822. 99 
Liabilities 
De ith claims, awaiting completion of proofs_._.._......--~-_ 41, 010. 00 
Disability claims, adjustment pending______ Lei. ot 19, 500. 00 
Contingent disability claims, awaiting final proofs_________~ 39, 000. 00 
Commissions accrued not yet due___________.__--_-_____- 80, 407. 85 
Installments on convention expense, not yet due______-__~- 21, 700. 00 
Premiums paid in advance_________ aE ak 3, 980. 87 
Policy reserves, American Experience 314 pere ch nccoeaencesetes - 49, 696. 12 
Special reserve for temporary excess mortality O55 Lica el 300, 000. 00 
Resexve fer comiineneietins ao ee i a 322, 528. 15 
Total Habilitiegs_.._..c....... ait selma caitiaiaeai a iil itt 877 i, , 822, 99 
Benefits paid during the year: 
Paid to beneficiaries: 975 matured death claims__..._..--- $1, 470, 365. 29 
Paid to members: 25 matured disability claims__......--__ 44, 000. 00 
Special disability insurance in force (no reserve required) _.-___ 45, 888, 900. 00 


At the eighth triennial convention in 1936 I. J. McKenzie, president 

ofthe Locomotive Engineer’s Mutual Life and Accident Insurance As- 
sociation, reported that the number of policies forfeited during the 
transfer pe es and the year 1934 had been “extremely excessive, 3 but 
hat forfeitures had been decreasing in number constantly, running 
at about aaa of the 1934 figure in 1935 and, during the first 5 
months of 1936, at about one-third the figure for 1935. Meanwhile, 
ie number of new policies being written had been increasing from 
year to year, indicating confidence in the soundness of the system. 


“Thid (Rohrnaec 
= ia (February 1935) p. 93. 


«tld. (October 1984), p. 734. 
“comotive Engineer's Journal, vol. 69 (February 1935), p. 93. 
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On December 31, 1935, the sum of $2,145,208.35 had been set aside ag 
the required reserve behind policies in force at that time, and 
ciation also had set aside an additional reserve for continge) 
addition to these reserves, the association had a surplus of $107,893.19 « 
This represented an increase in available cash and unimpaired seeuri. 
ties of class A insurance of 179 percent over those held on December 
31, 1934, and the Board was looking forward to the time when annual 
dividends could be paid, although they noted that the “best advice js 
that they should not be commenced until the association had operated 
for at least 3 years.” “ . 

The Locomotive Engineer’s Mutual Life and Accident Insurance As. 
sociation is still operating. As of September 30, 1952, its total assets 
stood at $21,197,452.94. 

Brotherhood of Locomotive Firemen and Enginemen.—The mutual 
insurance department of the Brotherhood of Locomotive Firemen and 
Enginemen was instituted by the authority of its 30th convention 
and inaugurated in 1928. Its stated purposes were to provide insur- 
ance for applicants beyond the age limit for participation in the bene- 
ficiary department, and as a further means of providing additional 
insurance, if desired, by any member between the ages of 18 and 65 
already holding a certificate in the beneficiary department. The chief 
advantages of the insurance system, as listed by D. B. Robertson, pres- 
ident of the union, were that it provided: (1) A constantly in- 
creasing fund based upon adequate, individual, legal reserve rates 
which are fixed according to age; (2) cash-surrender value of the pol- 
icy after the second year, which constantly increases during the time 
the policy remains in effect ; (3) annual dividends on policies after they 
have been in effect 2 years; and (4) in case of severing membership 
after 2 years or more, the privilege of reinstating the certificate at the 
original rate at any time within 6 months upon being readmitted to 
the union could be retained.” 

By 1933, the annual valuation report of the union’s mutual 
insurance department showed it to be in excellent condition, the ratio 
of solvency of the department being fixed at 122.7 percent. The 
balance sheet showed assets with future assessments sufficient to pay all 
benefits with a margin of $34,952.04, together with a reserve of $15,100 
which had been set up. Furthermore, it was announced that annual 
dividends would be paid on the same basis as in 1931, 1932, and 1933 
($4.30 per $1,000 of insurance carried), to be distributed among the 
826 members.*° The union’s disability benefit system, meanwhile, 
was maintained through the collection of regular monthly assess- 
ments levied upon each member in the sum of $1.25. 

The annual statements for the beneficiary and mutual insurance 
departments for 1932 and 1933 suggest that coverage had been 10- 
creasing at the same time that the amount of claims had been decreas 
ing. Figures selected from these statements to show benefit payments 
and assets appear below: ™ 


47 Locomotive Encineer’s Journal, vol. 70 (July 1936), p. 489. 

# Tbid. (June 1936), p. 407. 

* Locomotive Firemen and BEnginemen’s Magazine, vol. 96 (January 1954), | 

% Thid. (Anril 1984), p. 294. 

% Locomotive Firemen and Enginemen’s Magazine, vol. 92 (March 1932) 
annual statements appeared for 1932, 1934, or 1935. 
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up 11 innual statement of the beneficiary and mutual insurance depart- 
: otherhood of Locomotive Firemen and Enginemen, 1931, 1933 


ments, D 


For the year ending 


Dec. 31, 1931 Dec. 31, 1933 


0 us year (plus mutual insurance) | $18, 334, 398. 58 $20, 181, 650. 94 





the above balanee)-.. - cies -.| 21, 253, 626.59 | 22, 582, 418. 74 
Bah ett doled nic EET eee fc 8 | 1, 052, 522. 00 981, 279. 50 
bility claims O4. 525.00 
a j dp Wrdetenathaneiesih ats 297. 000.00 291, 953. 00 

ity claims areqeerune«s cov ccencesnsnoeses| 12, 000. 00 
1, 501, 772. 00 | 1, 379, 757. 50 

vonds dabutindadendiog 18, 245, 776. 40 20, 230, 377. 67 
wt commend and banks on interest...__--___- o-----| 1,018, 700.35 | 433, 179. 51 


1d Joan to accident indemnity fund---.............- | 200, 000. 00 


fheocinnie 7 caeasian 


Tota ger assets 19, 264, 575. 75 20, 863, ‘557. 18 








The union policy, during this period, had been to require applicants 
under age 45 to carry at east the minimum ($500) required in the 
beneficiary department before they could join the mutual insurance 
gstem. At a meeting of June 25, 1935, this policy was liberalized 
dfective July 1, 1935, so that new applic ants for membership and all 
applicants for readmission could obtain a mutual insurance certificate 
vithout being required to carry the beneficiary certificate.** However, 
the new optional policy did not permit the separation of the disability 
benefit from either of the other two: that is if a member participated 
in either the beneficiary or mutual insurance departments he must 
participate in the disability benefit department. ‘Thus an element of 
ompulsion with respect to disability insurance was retained on the 
ground that-— 

Compulsory insurance has been a part of our brotherhood policy since its incep- 
, not because there is a profit for the organization, but because it was 

«| that every member should provide for himself, or dependent members 
of his 8 fan lily, at least a modicum of insurance protection.” 

This insurance system is still in operation under the beneficiary de- 
partment of the Locomotive Firemen and Enginemen. As of Septem- 
ber 30, 1952, its total assets were $33,863,541.43. 

Vrder of Railway Conductors.—As previously noted, the Order of 
Railway Conductors had, in 1925, discontinued its ension plan in 
favor of an insurance system which protected its me a ers against the 

hazards of retirement, death, and disability. By January 1935, 11 
poe of insurance had been established by the union’s mutual benefit 

department: (1) ordinary life insurance; (2) ordinary life insurance 
und waiver; (3) ordinary life and disability ; (4) 20- payment life in- 
surance; (5) 20-payment life insurance with waiver; (6) 20-year en- 
dowment insurance; (7) 20-year endowment insurance with waiver; 

8) 20-year endowment i insurance with disability; (9) endowment at 
age 65; (10) endowment at age 65 and waiver; (11) endowment at 
ige 69 and disability. 

For the per iod 1933 through 1935, therefore, the major concern was 
with the fin incial soundness of the funds held by the mutual benefit 


ser oti Firemen and Enginemen’s Magazine, vol. 99 (July 1935), pp. 3~—4. 
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department. Although complete financial statements were not pub. 
lished annually, the system was consistently described as sound in the 
reports appearing in the Railroad Conductor, the official journal of 
the union. In January 1936, for example, the system was called 
probably the only life insurance company of its size and age in exig 
ence that does not have a single dollar of its assets invested jn froze: 
securities or deposited in defunct banks.** During the years 1939 an, 


ann 
« al 


1933, a full accounting of funds received and disbursed appeared exe} 
month in this magazine, but after 1933, only the total of benefits paid 
appeared. Accountings at years’ end as they appear in the Condueto 
have been compiled from these monthly reports (see table 10), 


Tante 12.—Receipts and expenditures, mutual benefit department, Order oj 
Railway Conductors, 1932-85 


Dec. 31, 1932 | Dee. 31, 1933 | Dee. 31, 1934 | Dy 


Expended 


Benefits paid $46, 705, 696 $47, 670, 978 $48, 660, 804 $49, A05. &7 
Expenses 2, 769, 482 2, 911, 343 : 
From emergency funds 439, 008 439, 008 
Credit of operating fund 209, 623 562, 124 
Credit of reserve fund 4, 026, 521 4, 235, 475 
Credit of expense fund 12, 958 27, 416 
Credit of disability fund 63, 133 135, 009 
Total... ‘i 54, 226, 422 55, 981 


, 353 


Received: 


Mortuary assessment 44, 031, 180 44, 031, 130 
Operating fund premiums 1, 933, 190 | 2, 584, 073 
Disability fund premiums.._. 141, 355 228, 730 | 
Reserve fund. _. 4, 944, 349 5, 804, 653 | 
Expense fund assessments 1, 184, 688 1, 245, 133 
Applications, ete i 1, 552, 753 | 1, 648, 626 
Emergency fund - - ‘ " 439, 008 439, 008 
Total . ‘ ‘ 54, 226, 422 55, 981, 353 |. 


Source: Compiled from monthly issues of the Railroad Conductor, January 1932 
December 1935. The totals are cumulative, of course, from the date of inauguration of the 
mutual benefit department. Thus benefits paid in 1935 would be $49,605,672— $45,060,804 
or $944,868. 


The insurance system of the Order of Railway Conductors is stil 
in existence and as of December 31, 1950, its total admitted assets 
were $8,786,774. 

The period of the early 1930’s saw a definite shift of policy in pen- 
sion plans of the railroad unions from the assessment systems based 
on the mutual benefit principle toward union-sponsored legal reserve 
insurance systems. The solvency of the mutual benefit plans had 
been threatened by the lay-offs and declining employment arising out 
of depressed economic conditions, at the same time that the demand 
for pension benefits had increased sharply. Partly because they were 
among the oldest of labor organizations, the railroad unions bore 
an especially heavy burden in this respect since so many more oldet 
workers were employed in the railroad industry and became eligible 
for these union pensions. At the same time the mutnal-benefit plans 
were failing to enlist the support of the younger workers upon whos 
contributions the solvency of such plans so largely depended. 

Lack of adequate funds to meet pension commitments produced § 
reduction in pension amounts and delays in their payment. The 


* The Railroad Conductor, Jarivary 1936. 


unav 
. ipp 


ibor 
for t! 
early 


Wage 











ssefs 


pe N- 
ased 
erve 
had 
y out 
nand 
were 
bore 
yider 
gible 


Those 


‘ed a 


The 





RETIREMENT POLICIES AND RAILROAD RETIREMENT SYSTEM 47 


special assessments required to meet even part of these pension obliga- 
rons increased the cost per member. More and more, hard-pressed 

( discouraged union members dropped out of the plans and thus 
farth ° Greer» the assessable roll by reducing total membership. 


to a fully financed insurance system was justified, therefore, 


he sii 
onlv on the merits of the new plans which had been especially 
designed to cover the needs of a special occupation group, but also 
because the individual reserve plan furnished a guaranty of the 
amount of pension rights. Moreover, assessments under the mutual 
plans had become so costly that they almost equaled, and sometimes 


exceedle l, the cost of an insurance premium. And since membership 
was declining under the mutual-benefit systems, any immediate loss 
of membe rship which might result from the transfer to the insurance 
system could, it was reg 1soned, have occurred in any case. There was 
an additional reason for the unions’ entrance into the field of insurance. 
Private insurance companies had placed a premium on railroad em- 
ployment in setting their insurance rates so that railroad union 
members had been ‘at a disadvantage in this connection. Not only 

lid union-sponsored insurance appeal in terms of union loy: alty, but 
the costs were lower, since it was not necessary for the unions to 
provide large sales commissions. The decision, therefore, was to estab- 
lish soundly financed old-line insurance systems with legal reserves 
and then to depend upon their attractive force to retain old members 

d to encourage new ones to join. 

The record seems to show that this reasoning was justified. The 
nion insurance plans were offered at rates lower than those quoted 
by old-line private insurance companies for relatively hazardous oc- 
upations. Although some immediate loss of membership resulted 
from the transfer, the insurance systems even in their early years 
demonstrated that they were soundly financed by showing a steady 
increase in total assets, decreases in accrued liabilities, and a growing 
reserve. Insurance benefits were paid promptly and in full amount. 
And when the Railroad Retirement Act in its final form was approved 
by Congress and the President, and went into operation, it overcame 
the inadequacies in the pension protection of all railroad workers 
resulting from the limited membership of the union plans. The 
insurance systems of the Big Four railroad unions were, at the same 
time, readily adaptable as a supplementary form of protection to 
the federally ests ablished retirement system, and have continued to 
operate in this role to the present. 


Summary of railroad union pension plans 

By the 1880’s certain American trade-unions had begun to realize 
that more adequate protection for old age and incapacity was needed. 
At first, benefits paid under the union “plans were looked upon pri- 
a ily as charity. Later, the concept of a benefit for old age or 
disability received as a matter of right ente red the picture. 

rhe chief difficulty facing these trade-union pension plans was the 
uns navoidably high cost of any pension system. The unions were handi- 
¢ pt ed from the start. While only the operating crafts of railroad 

bor had sufficient financial resources to attempt to provide benefits 

ir their older members, even in these trades the level of wages in the 
e wher 900’s was undoubtedly too low to permit the accumulation by 
wage earners of funds sufficient to pay old-age benefits on sound, 
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actuarial principles. The number of dependent aged and disabled In 
members grew much faster than the earnings of the members, |; fail 
just was not possible for the active membership of the unions to A so 
support their dependent brothers and at the same time build up funds lem 
for their own future maintenance. by tl 
Three major conclusions arise from this analysis of railway |abo, finan 
yension plans. The first is that the financial difficulties experience road 
by these schemes, when coupled with similar experiences of the y ideq 
funded company plans, provided cumulative evidence in support o ret 
State action in this area of social insurance.™ the t 
The second conclusion arises out of the many revisions made to th Uh 


financial and benefit provisions of the trade-union plans before they 
were completely abandoned in favor of insurance systems. 1 sa dis 
tory of trade- union pension activity was one of a constant strugg| 
between union officials and membe rship. Responsible union officials 
who realized the dangers of inadequate financing resisted the 
attempts to increase benefits without adequate provision for increas 
revenue.” A satisfactory level of old-age and disability benefits re. 
quires the accumulation of large reserves; these reserves frequently 
appear excessive to the rank- and- a union members who are 
quainted with insurance principles, leading them to seek a liberaliza- 
tion of the benefits to be paid for out of “these excessive reser 

A final conclusion is that the official representatives of 1 
unions were obviously much better prepared, thanks to their ex) 
iences in establishing union pension systems and having to c 
these same plans to insurance systems, to see the need for, 2 
mand, sound financial planning when the time came to draft 
industry retirement system. 


IV. THE ORIGIN OF THE RAILROAD RETIREMENT SYSTEM: SUMMARY 


If the United States dragged its feet in the field of social responsibil: 
ity for the aged and incapacitated, at least the railroad industry led & 
the way in the development of programs of its own. Mo: 
was for this industry that Congress first enacted a law creating 4 
federally administered pension system. 

The railroads had helped to create and develop the Ame 
dustrial pension system, for what seemed to them adequate reasons 
While in the early 1930’s these railroad company pay- AaS-YOu-go pel: 
sion plans had not reached the critical financial stage of the plans of 


some small firms in other industries (sardonically labelled “pray-ss 
you-go” by some pension consultants), the financial picture , is far 
from bright, leading company executives and employees alike to be 
come increasingly concerned about the ability of the railroads t 


maintain their pension systems in the depth of the severe econo! 
depression. 





} 


® This conclusion is borne out by a similar opinion of Latimer in 1932. See his Indus 
trial Pension Systems, vol. II, pp. 882-883. 5 

%¢ Latimer, Murray Webb, Trade Union Pension Systems, p. 36: “There is the picture ® 
a constant struggle between the union heads on the one hand and the membership on Ue 
other. The latter in most organizations have constantly attempted to increase the \ 
without any change or only small increases in the assessments.” 
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In the case of the employees, this concern was increased by the 


ih 


ure, or threatened failure, of their own union pension schemes. 


fail 
\ solution to these pressing problems, as well as the even larger prob- 
em of unemployment in the railroad industry was soon to be sought 
by the standard railway labor unions asking Congress to establish a 
fnancially sound contributory retirement system for the whole rail- 
roa dust try—a system which would not only provide reasonably 
sdequate irement benefits, but by doing so, would lead to the orderly 
retirement ol thousands of older railroad employees, making room for 
nds of younger employees who had been furloughed. 

[he next chapter will provide an analysis of the attempts to have 

legislation passed, and later legislative amendatory action. 
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CHAPTER 2 


LEGISLATIVE DEVELOPMENT OF THE RAILROAD 
RETIREMENT SYSTEM 


SUMMARY 


The introduction to this chapter discusses the public interest in- 
dina railroad retirement system, the stake of the younger rail- 
ul workers in such a system and its potential effects mm allev tating 
“oblem of unemployment, and the general economie situation in 
ily years of the depression with specific reference to the railroad 


The first movements for legislation, early bills introduced, and first 
essional hearings are discussed. The positions of the sponsors 
ing the hearings held in 1934 are analyzed and the provisions of 
i}, law are outlined and studied, This is followed by an analysis 
‘the litigation and the hearings and legislation passed in 19365 
owing the Alton case declaring the 1934 act unconstitutional. Of 
1935 aets, which atte mpte d to meet court obje ctions by se pa- 
qthe taxing and benefit features of the railroad retirement system 
taxing act was quickly declared invalid by a Federal district court. 
President Roosevelt asked the carriers and unions to work out a satis- 
factory agreement which was done. 
H "4 as held in 1937 are discussed and the 1937 acts (now the 
basic laws) are analyzed. This is followed by miscellaneous amend- 
ts passed between 1937 and 1945. 
rings on the Crosser amendments of 1946 and the provisions 
of these amendments are given thorough study and analysis, as are the 
Wolverton amendments of 1948 and the Douglas amendments of 1951 
is is fe Howe d by noting the ife cts of the 1952 social security ame nd- 
nents and a discussion of the 1952 hearings of the joint committee. 


HE MOVEMENT FOR A FEDERALLY ADMINISTERED RAILROAD RETIREMENT 
SYSTEM ON A CONTRIBUTORY BASIS 


lhe pension movement in the railroad industry continued to grow 
through the 1920’s, and by 1932, as we have pointed out, 84 railroad 
companies had established retirement plans. But the impact of 


the great depression on these plans led ultimately to a movement for 
i iederally administered railroad retirement system by the standard 
ruilway labor unions and scattered railway pension groups. The 


ct 


dard unions sought a retirement system on a contributory basis 
While the nonaffiliated groups did not, as a rule, concern themselves 
the fin ine ial necessities of a retirement system. A brief survey 
he economic conditions prevailing in the United States and partic- 
Nirly in the railroad industry at that time will help to ex cplain why 
ongress fin: ally decided to enact railroad retirement legislation. 
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The setting TABL 


The curtailment of production and consumption which followed 
in the wake of the 1929 stock-market crash permeated the entire pg. 
tional economy, but nowhere was the impact more severe than in the 
transportation industry, whose lifeblood is economic activity. The 
crippling effects of decreased traffic wiped out profits and pushed 
many railroads to the brink of bankruptcy. ot only did thes 
companies find themselves saddled with top-heavy fixed charges, 
but technological change in the nature of a rapid expansion of 
competing modes of transportation such as buses, trucks, and automo. 
biles, led to even greater proportional decreases in railroad trafic, 
Freight ton-miles decreased 50 percent from 1929 to 1932 and pas. 
senger-miles dropped 46 percent.’ 

The effects of these cumulative declines in traffic are reflected jn the 
net income or deficit figures of the railroads. Table 1 indicates that jy 
1932, 73.8 percent of the class I railroads had a net deficit after fixed 
charges. Another result of declining traffic and revenue, as shown 
in table 2, was the decrease in total railroad mileage through abandon- 
ment of lines and decreases in service on remaining lines. 











TABLE 1.—Net income or net deficit after fired charges, railways of class |, A} 
United States, 1929-33 thei? 
ae. oe ; — | : oe) ae | h tur 
Percent of re smite 
Year Number Miles | Class I Ne td a " ip = 
| mileage —— pend 
See Sete ee ee ee | ads Paneer facili 
Systems operating at a loss: | | | Rats 
1929 ; 29 | — 10,180, 06 | 4.21 $10, 641,67 Feder 
1930... ; i553) 36| 39,089.37} 16.14 roads 
1931 | 64 101, 995. 67 42.12 
1932 ; 87 | 164,050. 40 67. 92 extent 
1933 . n ‘ “ — 71 138, 767. 32 57. 64 
Systems operating at a profit: | 
1929... eee 98 231, 318. 39 | 95. 75 07, 448, 231 TABLE 
1930_ _- aie &3 202, 983. 84 | 83, 82 65, 717, 016 
1931 54| 140,094.76 | 57.85 237, 696, 446 
1932... émiee oes oe wii 31 | 77, 076. 54 | 31. 91 108, 037, 
1933 . 45 | 101, 348. 19 42.10 137 
Total all systems: ? | | | 
1929 os i ‘ ol 120 241, 583. 85 100. 00 806, 806. 6 
1930... . = s 120 242, 158. 61 100. 00 23, 907, 472 
SR ee abivdecubos 119 | 242, 175. 83 | 100. 00 4, 761, 9 
1932 ispiptesdasitaia'ts mreaeelecem cegpiagn plies eal 120 | 241,520.63 | 100.00 139, 203,82 
ee otis dnc thtinkecnmelabebbouenbe 119 | 240,743.93 | 100. 00 13, 800, 790 
1 Minus figures denote deficit. ’ : it 
2 “Total all systems” includes a few companies reporting no income or deficit. ) 
Source: Hearings before subcommittee of the Committee on Interstate Commerce, U. &, Sent 
73d Cong., 2d sess., on S, 3231, p. 88. Source 
ransport 
1Testimony of Dr. Julius H. Parmalee, Director, Bureau of Railway Economies in 
Senate Interstate Commerce Committee hearings on 8. 3892 and 8. 4646, January '™» The 
p. 176. 
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TABLE 2. Statement of railroad mileage authorized by the Interstate Commerce 
Commission for abandonment, 1921-33 
Class I carriers 
| da Tis el alii cabal etait senenchaasth lid canciaicadenagiliagt — 
J | Shor muleage 
Y tt Inter- | Ferry & : + at to be 
Main Branch chance | and Unclassi-| Total aban- 
line line | sonata | boat fied | class! doned 
5) lines | 
— I icone - | 
| 
 —— de 1 | 87 | 613 701 
328 |-.-.--- 32 5 365 | 160 526 
> 80.050). isis Sees «5.3 | 59 | 463 52% 
MOB |.-.--200|-rennoncee|-nn-soc= 168 | 285 | 453 
eb 4 ik. PARE CES 184 | 467 | 651 
51 211 | oeweens|ns-cnnwee 18 234 | 357 592 
55 200 ee ae 3 | 259 571 830 
: Rise rketpatowtes . 7 | 213 373 | 587 
| 282 | been nteenne ; 283 249 532 
24 Se sek oset Cee kadeblicminbosue | 368 469 828 
89 263 3-fenveve- 20 375 | 453 | 829 
123 | 638 | _- 56 1 | 822 578 | 1, 400 
57 | 1, 355 | 13 3 | 1, 430 788 | 2, 218 
355 | 4, 318 | 2 | 105 60 4, 843 5, 835 10, 678 
source: Hearings before a subcommittee of the Interstate Commerce Committce of the U. 8. Senate, on 
1, A 23, 24, 25, and 26, 1934, p. 145. 


\ further factor which gave the railroads cause for concern was 
their inability to obtain necessary capital funds at any terms. This 
in turn was directly responsible for the virtual cessation of railroad 

ipital expenditures for new equipment and drastically reduced ex- 
penditures for maintenance and repair of existing equipment and 
facilities. To help promote employment and economic recovery, the 
Federal Government did extend financial assistance to various rail- 
roads in the form of loans by the Reconstruction Corporation. The 
extent of these loans is indicated in table 3. 


Taste 3.— Cumulative summary of Reconstruction Finance Corporation loans to 
railroads, Feb. 2, 1932, to June 30, 1935 


Amount of net 


Noles . Amount | wnaiq | loans outstand- 
Calendar year dispersed Amount repaid | ing at end of 
year 

ee anal $284, 311, 271 $11, 839, 562 $272, 471, 709 
Rdigpiatntininscties pommetigies | 394, 094, 259 57, 014, 687 337, 079, 622 
a til 447, 283, 272 70, 727, 837 | 376, 555, 435 
pd 458, 291, 524 89, 966, 963 | 368, 324, 561 
Source: Railroad Division, Reconstruction Finance Corporation, quoted in Public Aids to Domestic 


ransportation, H. Doe. 159, 79th Cong., Ist sess., 1945, table 4, p. 179. 


The final major impact of the retrenchment policies of the rail- 
road companies affected the railroad employees. Due mainly to 
technological change, the trend of railroad employment between 1926 
and 1929 had been downward. The depression greatly accelerated 
this decrease (see table 5, ch. 1), and in the 4-year period from 1929 
to 1933 more than 600,000 job opportunities were lost to railroad 
workers, Furthermore, even those who managed to keep their jobs 
experienced long layoffs, A survey of seven railroads by the Federal 
Coordinator of Transportation shown in table 4 indicated that in 
‘982 nearly 19 percent of all railroad employees had experienced lay- 
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offs or furloughs with an average duration of 20 weeks. In January , 
of the same year, railroad union representatives had signed contracts 
with most class I railroads agreeing to a 10-percent reduction in | Wages 


or a 
for 1 year. os 
By 1933, class I railroad payrolls had been reduced more than 4 ik 

ie 


oaaleai from their 1929 levels. Wages, salaries, and employment had Tl 
reached their lowest point since 1915. A survey of the average anny! 

arnings of 300,000 employees on 14 railroads showed that in 1933 
nearly "20 percent of all railroad employees received less than $600 and 
approximately 50 percent received less than $1,200. 


TaBLe 4.—Number of railroad employees furloughed, 1925-33 (7 railroads") 


| Furloughs under 1 year Furloughs over 1 year 
| Average 2 eS Se ee — 
Year number of Averare | { 
| employees | Number Percent | duration | Number | Percent Ly 
(weeks) ’ 
mares no teeny ienttdhanoeh tes ernesnaialeaneilt ie 
1025.. atte a oa | 117, 005 | 7, 318 6. 25 15.3 1, 48 
Wasco Be al tg | 115, 325 | 6, 905 5.99 15.3 | 1, 57 
1927 114, 840 8, 106 7.06 17.0 1,7 
1928 EIS SS 114, 910 | 9, 392 8. 10 15.9 1, 278 
WE hig hii e hee > hich |} 114, 653 | 8, 635 7.53 14.1 | 3, 328 y 
aie | 109, 984 | 11, 374 10. 34 14.3 4, 928 44 
Mts 55... tnssicsks..tsep SOS 14, 820 | 14. 78 | 17.1 8, 484 YY hea 
Oe | 89, 766 | 17, 004 18, 04 20.0 8, OF Q 7 
SE ceeess te rere ian 82, 332 | 14, 288 | 7.35 20.0 |... age ( 
phi Lecet totes ie eel a) el af the ol 
1 Baltimore & Ohio, Boston & Albany, Delaware & Hudson, Kansas City Southern, Minneapolis agreer 
Paul & Sault Ste. Marie, Northern Pac ific, Oregon Short Line. barley 
Source: Report of Federal Coordinator of Transportation, 1934, 74th Cong., Ist sess., 1935, p. 7 { 


Young railroad workers wanted retirement system 
The operation of the railroad seniority system resulted in most of 


these depression-caused wage and employment losses being cor E 
trated among the junior employees. ‘This was especially true of t! 
firemen who were displaced by engineers as employment shrunk and 
also of trainmen who were similarly displaced by conductors. _ 
workers with short periods of service who managed to remain acti 
employed felt the brunt of reduced earnings as a result of tem :porat r 
lay-offs. The concentration of railroad unemploy ment and wage econ 
omies among the young, short-service employee group Seat 
significant development. It motivated the younger railroad worker 
to. concern themselves about retirement pensions as the only lever 
for occupational advancement and even job maintenance. The r 
moval of older, long-service employees in the railroad industry }j 
means of retirement seemed to be the only hope of the young e mployee' 
with relatively short service, who had no other way of escaping the 
employment effects of the seniority system. 

The inadequacy of the average pensions paid by the railroad com- 
panies and railway unions in part accounted for the reluctance of the 
older employees to retire. Although their railroad earnings had 

2? Federal Coordinator of Transportation, Section of Labor Relations, Annual Parninst 
of Railroad Employees, 1924-33, Washington, D. C., May 1935, p. 3. The 14 rallroa 
included in the survey were Boston & Maine, Boston & Albany, Delaware & Hu Cet 
tral Railroad of New Jersey, Atlantic Coast Line, Baltimore & Ohio, Chicago, Bu rlington 
& Quincy, Northern Pacific (except Eastern Grand Division), Minneapolis, St Paul & 
Sault Ste. Marie (line In United States), Kansas City Southern, Atchison, Tone ‘ka &S nia 
le, Texas & New Orleans, Southern Pacific (Coast Division, California), and Oregon * 334 


Line. 
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, con decreased through furloughs and wage cuts, this income was 
jo | considerably in excess of what they could expect in the way 
, of a pension after retirement. Given a more adequate retirement in- 
ome, it was felt, this group would be much more likely to retire and 

| make way for their younger fellow employees. 
~ The desire to encourage the retirement of superannuated railroad 
es, keenly exhibited by the younger workers, became the peg 
Federal legislation was ultimately to hang. The railroad 
d try, according to the Federal Coordinator of Transportation, 
reater proportion of older workers in 1934 than any other major 
ud the trends in the age structure of railroaders showed that 
: problem was a growing one. In 1925, the proportion of workers 
60 and over was 4.5 percent, but this proportion increased to 6.3 
1 1930 and to 9.2 percent in 1934. ‘The median age of railroad 
yees increased from 387.1 years in 1925 to 39.7 years in 1930 to 
| years in 1934. The age distribution of the railroad industry in 
is shown in table 5. Service patterns backed up the contention 
railroad workers tended to be older than those in other large in 


pros 


ries. In 1932, nearly 10 percent of the employees of class I rail 
had at least 30 years of service and almost 30 percent had 20 years 

y or more, aS is indieated in table 6. 

’ Reasons given for the abnormally high and increasingly higher 
ie distributions of railroaders were (1) the age of railroading itself, 
the oldest of the large-scale industries; (2) the operation of seniority 
agreements, rules, and customs; and (3) the declining amount of 
rulroad employment produced by competing modes of transporta- 
tion and accelerated by the depression.* Also, of course, few new 
workers were being hired. 


r f the Federal Coordinator of Transportation, 1934 (74th Cong 
E )) p. 80 
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TABLE 5. 


Attained age Execu- 


tive, tech- 


nical, and 
clerical, 
male 
Jan. 1, 1925 Percent 
Under 20 7.7 
20 to 24 14.3 
25 to 29 16.4 
30 to 34 14.6 
t5 to 39 13.0 | 
40 to 44 10.7 | 
45 to 49 7.8 
50 to 54 6.0 | 
55 to 50 4 2 
60 to 64 2.5 
65 to 69 1.2 
70 and over 5 
Total 100.0 
Jan. 1, 1980 
Under 20 3.8 
20 to 24 12.3 
25 to 29 15.5 
30 to 34 14.9 
35 to 39 13.4 
40 to 44 12.2 
45 to 49 9.9 
50 to 54 | 6.8 
55 to 59 6.1 
60 to 64 3.6 
65 to 69 et 
70 and over .8 
Tota) 100.0 
Jan. 1, 1934 
Under 20 1 
20 to 24 1.1 
25 to 29 10.3 
30 to 34 15. 6 
35 to 39 15.4 
16 to 44 14.7 
45 to 49 13.7 
50 to 54 10.1 
55 to 59 7.5 
60 to 64 5.0 
65 to 69 , ey 
70 und over 8 
Tota! 100.0 


Clerical, 


female 


Percent 


11 
28 
25. 
16 
8 


nro 


sr) 


— row 


mom Bw 


“Ib 
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100.0 | 


-—nmnw- 
saa 
aH Desa 


“roe oO: 


100.0 
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Occupational groups 


Station 
agents, 
tower- 
men, and 
teleg 
raphers 


Percent 
29 


‘ 


CSxauaswV8 Ss 


100.0 


6 
10 
13 
15. 
16. 
12 


Sa-+1S Ob 


wwe 


rn 


zs 


100 





“sa 





-o 


10.6 | 


—A-1iwDwn~3 


100. 0 


! In addition, 1 percent of employees will attain age 65 in 1934. 


Source 


TARLE 6 


Service 
60 years and over 
40 to 49 years 
30 to 39 years 
20 to 29 years 
Under 20 years........... sted 


Total 


-Service distribution of employees of 129 


Report of Federal Coordinator of Transportation, 1934, p. 81. 


Mainte- 
nance-of - 
way, 
strve- Train, 
tures, engine 
equip- | and yard 
ment, 
and 
stores 
Percent Percent 
5.8 0.4 
12.4 5.7 
15.6 13 
15.4 19.4 
14.6 19.4 
12.8 15.9 
9.0 10.3 
6.4 | 6.2 
3.9) 5.0 
2.5 9 
1.2 | 1.1 
4 | 2 
100.0 | 100. 0 
28 
10.7 1.2 
14. 2 | 6.9 
14.3 | 15.2 
14.6 18.3 
13.5 | 18.9 
11.5 | 16.0 
7.7 | 10.4 
5.4 | 6.1 
3.2 | 4.7 
1.6 | 2.0 
5 3 
100.0 100. 0 
1 0 
3.4 | 1 
10.5 1.5 
15.0 | 5.6 
14.9 13.2 
14.7 19.0 
14.5 21.5 
11.2 17. € 
7.8 11.0 
5.1 6.5 
2.2 3.4 
6 6 
100.0 100.0 
class Ir 
| 
, 
Number 
32 
8&3 
225, 
871 
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Source: Study of the Bureau of Railway Economies, Association of American Railroa i of 12 
railroads in 1932, as reported in Senate Committee on Interstate Commerce, 73d Cong., 2d sess 
on 8. 3231, Apr. 24, 1934, pp. 90, 91. 
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. Railroad retirement and the public interest 
[he public interest in the railroad retirement system stems from 
the public interest in legislation in the field of interstate commerce. 


fhe failure of the private railroad pension systems to maintain pay- 
ments of pensions in the amounts originally awarded, and the resultant 
ynsecurity for those who would retire in the future, prompted con- 
cressional response to requests for intervention on behalf of railroad 
employees since Congress had regulated the railroad industry from 
bout 1887. Such regulation included numerous provisions affecting 
‘he health, welfare, and security of railroad employees. It was quite 
atural, therefore, for railroad employees to turn to Congress for 
lp in a matter involving their old-age security in the same way 
sthey did when they appealed to Congress for regulation with respect 
‘o hours of work and other conditions of employment. 
[he railroad industry as the transportation link among the several 
States in the Union has always had the interest of Congress in all 
iis phases. The problem of retiring the superannuated railroad 
workers, in order to achieve safety in transportation, was integrally 
‘B® \lated to the problem of providing adequate security in old age. 
lf an adequate retirement system could encourage the retirement of 
siperannuated workers and permit younger unemployed workers to 
return to work in the railroad industry, a strong case for a public stake 
na Federal railroad retirement system could thus be established. 
Congress therefore faced the issue as a special problem confronting 
the railroad industry even before it considered the bill which was to 
become the Social Security Act for aged workers in general. 


Il. THE FIRST STEPS, 1930-34 


Railroad union officials were active in the pension field from the 
eginning. While organized labor under the influence of Gompers 
ad been suspicious of any private company or public old-age provi- 
sions, the influence of this philosophy waned in the late 1920’s and rail- 
road union officials proceeded to develop proposals for a federally ad- 
ministered railroad industry pension system on a contributory and 
actuarially sound basis. The unions’ agreement with the railroads in 

fae nuary 1932, agreeing to a 10 percent wage reduction for 1 year, 
contained a clause calling for a joint committee of railroad and union 
representatives to study retirement insurance with Federal legislation 
in view. Without waiting for this committee to get started, a union 
committee met and drafted a bill which was introduced into Congress 
by Senator Wagner, of New York (S. 3892, 72d Cong.), and Repre- 
ase vitative Crosser, of Ohio (H. R. 10023, 72d Cong.), in March 1932. 
The working out of an industrywide railroad pension system was 
uot easy. Aside from the normal institutional problems of securing 
‘greement among themselves, the standard unions were faced with 
sig’ Variety of proposals put forward by various nonaffiliated pension 
am ups. These latter proposals were popular in some quarters since 
afm | °Y rarely made any provisions for actuarial financing of the benefits 
‘WHMB they sought to provide. Probably the first of these noncontributory 


100. 0 a 


7, Articles entitled “Rail Unions Agree to Cut of 10 Percent in Pay for a Year.” New York 
9 class I ues, vol. 81, January 31, 1932, see. 1, pp. 1, 5. (See also testimony of Frank V. Wh'!- 
hearings ig In hearings on S, 8892 and S. 4646. op. cit., p. 388.) 











58 RETIREMENT POLICIES AND RAILROAD RETIREMENT SYSTEM 


plans grew out of an organization in the State of Washington knowy 


as the Associated Railway Employees, which was organized by J.B. 


Reed. Similar groups were organized in 23 other States all aimed 
at securing passage of legislation for establishing a noncontributory 
railroad retirement system.’ Senator Jones, of Washington, intro. 
duced a bill (S. 6196, 71st Cong.) to incorporate these proposals 
February of 19 31. C ongress took no action on this bill. 

The Railroad E mployees’ National Pension Association, an out. 
zrowth of the early Washington pension group, convened in Decem- 
- 1930, and in April 1931, began publishing the Railroad Pension 
Review. Following its second Chicago convention in Novembey 
1931, this group developed a detailed plan which was presented to 
GC ongr ess in bill form first by Senator Brookhart of Iowa (as S. 3677, 
72d Cc ong.) on February 17, 1932. Senator Brookhart withdrew the 
bill 2 days later at the request of the Railway Labor Executives’ Asso. 
ciation, but Representative Kent Keller of Lilinois introduced it jy 
the House in March 1932 (H. R. 9891, 72d Cong.). On May 12, 
Senator Hatfield of West Virginia introduced an identical bill in the 
Senate (S. 4646, 72d Cong.). 

Although detailed comparisons of the proposals made by the stand- 
ard railway labor unions and the nonaffiliated pension groups have 
been made,’ the main difference was that the former provided for 
. contributory system and the latter did not. 

The first congressional hearings, 1933 

On January 11, 1933, the Senate Committee on Interstate Commere: 
began hearings on the Hatfield bill (similar to the Keller bill) and 
the W agner bill. Arguments were presented as to the need for and 
estimated costs of the pension systems proposed by the two bill 
Representatives of both the Railway Employees’ Pension Associatior 
and the Railway Labor Executives’ Association expressed criticism of 
eXisting private railroad company pension plans.’ Representatives of 
the railroad companies objected to the passage of any legislation 
They pointed to the mounting pension costs of railroad companies 


5 Latimer, M. W., Industrial Pension Systems, vol. I, pp. 34-35. Other sources dealing 
with the early railroad pension groups include: Keller, Hon. Kent E., statement in Hovs 
Committee on Interstate and Foreign Commerce, 74th Cong., 1st sess., hearings on H.R 
8651, July 1935, pp. 120-122; Schreiber, David B., A Legislative History of the K i 
Retirement and Unemployment Insurance Systems (unpublished manuscript), appendix I 
and Gagliardo, Domenico, American Social Insurance, 1949, ch. 6. 

**“Perhaps the most important differences in the two bills are, first, that in the one intr 
duced by Representative Keller the benefit is based on any 20 months’ average pay 
selected by the employee during any 120 consecutive months, while the Wagner-Cross’ 
bill specifies aggregate income as the pension base pay, crediting service rer lered prior 
to the inception of the new system, however, at the rate of earnings during the fi 








the plan operates. Second, the percentag re factor specified in the Keller bill fo 

calculating the benefit is 2% percent, while in the other, future service is credit ed at « 

percent and past service at 1 percent, with. however, a proviso that no past servi 

be eredited in an amount, if any, greater than is required to bring the total benefit 

50 percent of the pay in the first year of operation. Third, the Keller bill would mak 

no attempt to fund the system, while the financial method previded by the other prop: 

is conceived with the idea of charging disbursements into eurrent operating expr 

Fourth, under the Wagner-Crosser bill, employees would be assessed individua 

part of the cost of the benefit for their own service prior to initiation of the p 

bill is not consistent as to the basis of past service assessments. Fifth, the Wasner 

Crosser bill apparently aims to divide costs half and half between employees a 

companies ; the other bill proposes to levy the same percentage on all employees 

the railroads, the employee percentages applying to individual wages up to $400 mont 

those for the companies applying to gross earnings. The railroads, however. woul 

more than half the cost of pensions actually granted unless all withdrawing employees elt 

to continue contributions.” (Latimer. M. W.. op. cit.. vol. IT, p. 885.) 7 
7 See, for example. testimony of Donalitt B. Richberg. counsel for the Railway b : 

mrecutives’ Association. and Herman L. Ekern counsel for the Railroad Employees’ \ 

tional Pension Association. in Senate Committee on Interstate Commerce. heari! 

S. 8892 and S. 4646 (72d Cong., 1st sess.). January 11-19, 1933. 
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ntaining private plans and the serious financial condition of rail- 
woads in general, With respect to the bills, the railroads’ criticisms 
were threefold: (1) Congress had no constitutional power to impose 
ompulsory legislation of this type on either the carriers or their em- 
slovees: (2) there was no precedent for providing a nat ional pension 
nian and railroad pension matters should remain the concern of car- 

rs and employees, on an individual basis; and (3) the proposals 

ore financially (and the Hatfield bill actuarially) unsound.* 

Congress took no further action with respect to railroad retirement 
» 1933, although similar bills had been reintroduced that year (5S. 
517, Wagner, 73d Cong. introduced Mar, 27, 1933 and S, 1529, Hatfield, 
73d Cong. introduced Apr. 25, 1933). 


1 


Ill, EARLY LEGISLATION 


Congressional hearings, 1934 
In April 1934, the Senate Committee on Interstate Commerce held 
arings on the bill (S. 8231, 78d Cong.) which, with its companion 
House bill (H. R. 9596, 73d Cong.), represented the position of stand- 
id railway labor unions on railroad retirement. During these hear- 
ngs, a representative enumerated nine basic principles which the bill 


1 


anbodied : ° 

|. Pensions aceruing on account of service before the plan becomes 
elective may fairly be made chargeable to the employer. 

2. Pensions aceruing for service after the plan is in operation may 
fairly be made chargeable equally to the employer and employee. 

}. The amount of the pension should be based on both length of 
service and wages. 

t. The pension should be of such an amount and bear such relation 
to the wage as to enable the employee with long service or who is 
inable longer to render the best service to retire with reasonable 
satisfaction to himself. 

). There should be provision for an optional retirement age, with a 
ixed maximum and minimum age of retirement. 

}, Pensions should be provided for employees who become totally 

| permanently disabled. 

i, The pension system should be contractual, with some guaranty 
to the retired employee that the pension will always be paid. 

‘. There should be an administrative agency for the pension system, 
separate and independent from the railroad companies. 

_ 9. The pension plan should cover the railroad industry, not separate 
individual railroad companies or systems. 

The nonaffiliated railroad pension groups were in general agree- 
ment with this bill. 
The Director of the Bureau of Railway Economics, testifying for 
phe carriers, gave a detailed summary of a survey which the Bureau 
had made of the various railroad company pension plans. Similar 
Hearings were held on the House bills by the House Committee on 
pnterstate and Foreign Commerce early in June 1934, and the Federal 

ordinator of Transportation, Joseph B. Eastman, testified at both 


“ Stimony of Frank V. Whiting. op. cit.. p. 391 
ra cp mmittee of the Senate Committee on Interstate Commerce hearings on S. 3231 
‘om, vne, 2d sess.), April 23, 1934, p. 7 


“Testimony of Dr: Julius H. Parmalee. ibid., pp. 84-96 
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these hearings. At that time the Labor Relations Section of the (fic. 
of the Federal Coordinator of Transportation was conducting tien. 
prehensive survey of the employment histories of 400,000 employees of 
13 important railroads from 1924 to 1934, to provide the basic in 
necessary for a comprehensive proposal embracing a system of retire. 
ment annuities, a railroad employment service, a system of unemploy. 
ment benefits and the payment of dismissal compensation for ¢ 
ployees released from service in connection with economy program: 
It is apparent from the testimony of Mr. Eastman, and from ¢) 
comprehensive plan he was considering, that he was fully aware 
the need for some change in the railroad pension field. In oypos 
the plan embodied in the bills, he made two major points: (1) The pro. 


visions of the bill were open to wide criticisms on grounds of clarity. 
cost estimates, and most important, the fact that the bill allowed fo 
the creation of a retirement system before attempting to discover how 
much it would cost; (2) since the Federal Coordinator of Transport 


tion’s office was in the midst of an extensive survey which would | 
vide the data necessary to know in advance just what effects wou! 


follow the establishment of a railroad industry retirement svstem, M 
Eastman suggested that Congress should await the results of ¢! 


survey before passing railroad retirement legislation. In the inte 
he felt that the existing private pension plans would ease the current 
situation to some extent.” 

Following the Senate hearings on S. 3231, the Senate Interstate 
Commerce Committee reported favorably on the bill, with som 
amendments. The amendments provided for a three-member rather 
than a five-member Board; established a 2 percent employee and 4 
percent emplover contribution rate on earnings up to $400 per month, 
such contribution rates to be in force until the Board saw fit to change 
them: defined average pay as the average of any consecutive months 
of prior service and all subsequent service; provided a maximum 
pension of 75 percent of earnings (60 percent of prior service in- 
cluded) ; included a 4-percent cutback for each year under age 65 at 
retirement (except for disability retirements) ; made retirement at age 
65 compulsory (with some exceptions) ; and provided death benefits 
but no immediate withdrawal privileges. 

On the same day as the Senate committee report, May 11, 194, Rep- 
resentatives Crosser and Keller introduced identical bills (H. R. 95% 
and H. R. 9597) which were similar to the amended Senate bill. (n 
June 8, 1934, a 1-day hearing was held by the House Committee 0 
Interstate and Foreign Commerce on H. R. 9596, and on June 11, 19% 
Representative Crosser introduced a new bill, H. R. 9911. Changes 
from H. R. 9506 included clarified definitions, a cutback of one 
fifteenth for each year under age 65 at retirement, and lower annt 
ties, caleulated by the formula 2.5 percent of the first $40 of average 
earnings, 2 percent of the next $100, and 1 percent on all earnings over 
$150 to $400, multiplied by years of service up to 30. 

The House committee report on H. R. 9911 on June 15, 1954, wis 
favorable but included some amendments. The benefit formula ws 

11 See statements of Joseph B. Bastman in Senate hearings on 8. 3231, op. cit. ny. 1%r 
157, and in House Committee on Interstate and Foreign Commerce hearings on H.R. 0) 
June & 1934, pp. 34-27. It is fortunate that Congress did not agree to withhold sctit 
until the results of his survey were available, No report was ever published covert 


this aspect of the Coordinator's activities, althouch the data collected were used eventual 
by the Railroad Retirement Board actuaries when the system was being established 
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changed to 2 percent of the first $50; 1.5 percent of the next $50; and 
1 percent of all earnings over $100 up to $300. A maximum annuity 
of $100 was provided ; the private pensions were to be taken over at no 
extra charge to employers; and trucking companies and electric rail- 
ways not a part of a general steam railway system were specifically 
excluded from coverage. 

June 14, 1934, found the Senate adopting the amended S. 3231, with 
some further amendments, by a vote of 66 to 0.% The additional 
amendments required the Board to report to Congress with respect to 
contrioution rates after 2 years instead of 4, and specifically excluded 
railroad doctors and lawyers from coverage. The following day, the 
House of Representatives adopted S. 3231 with an amendment and 
appointed a committee to confer with a similar Senate committee. 
On June 16, 1934, a conference bill was reported by the conference 
ommittee to both House and Senate, and the bill passed both 
Houses.* The bill was substantially the same as H. R. 9911, the bill 
sponsored by the Railway Labor Executives’ Association. It became 
the Railroad Retirement Act of 1934 (Public Law 485) when signed 
by the President on June 27, 1934. 

The Railroad Retirement Act of 1934. 

On June 27, 1934, in passing the Railroad Retirement Act of 1934, 
(ongress established the first federally administered contributory re- 
tirement system for nongovernmental employees in this country. The 
provisions of this 1934 act, as well as all subsequent acts and amend- 

ats, are included in appendix A of this chapter. A brief summary 
of some of the main provisions of the 1934 act follows. 

(overage—The act covered railroad, express, sleeping-car com- 
panies and other railroad carriers subject to the Interstate Commerce 
Act, including companies owned or controlled by one or more rail- 
roads which operated or serviced equipment used to transport pas- 
sengers or property by rail, but excluding street and interurban 
electric railways unless operated as a part of a general railroad system. 
The persons covered included not only employees of these covered 
companies, but also official representatives of national standard rail- 
road unions if they elected to be covered. This coverage extended to 
persons employed by the carriers at the time the act became effective 
and to those subsequently employed, but it also applied to those who 
had been in an “employment relation” within 1 year preceding the 
law’s enactment. The latter group included all employees who were 
pensioned or otherwise superannuated, furloughed or on leave of ab- 
sence during the year preceding the enactment. 

Benefits —Annuities were payable to all employees aged 65 or over 
and also, on a reduced basis, to those between age 50 and 65 upon com- 
pletion of 30 years of service. Retirement was to be compulsory at 
age 65 unless the employer granted annual extensions up to the maxi- 
mum of age 70. In the case of employees with 30 or more years of 
service, two possibilities were presented. If such employee volun- 
tarily retired before age 65, the annuity was to be reduced by one- 
fifteenth for each year under age 65. ose with 30 years’ service 
who were retired by an employer before age 65 by reason of mental or 


physical disability were eligible for the full annuity, without any 
reduction. 





“78 Congressional Record 11489 (1934). 
“Tbid., 12001, 12079 (1934). 
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Retirement annuities were based on “monthly compensation” which 
was defined as the average monthly compensation paid to the employes 
throughout his future service, while for service prior to the enactment 
of the law, it was to be the average monthly compensation earned dur. 
ing the years 1924 to 1931, inclusive. The 1924-31 period was one of 
relatively high earnings and its use obviated the necessity of an jm. 
possible search of old records to determine earnings during the latter 
nineteenth and early twentieth centuries. No monthly compensatioy 
in excess of $300 was to be used in calculating the annuity. No mipj- 
mum annuity was provided but the maximum was $120 a month, 

The retirement annuity formula was the sum of 2 percent of the firs 
$50 of monthly compensation plus 1.5 percent of the next $100 of 
monthly compensation plus 1 percent of the next $150 of monthly com. 
pensation, multiplied by the total number of years of service not ex. 
ceeding 30 years. Thus, an employee age 65 with 30 years’ service whos 
average monthly compensation was $200 became entitled to an anny. 
ity of $90 a month ((.02 X$50+ .015 X $100+ .01 X $50) X (30) =s90), 

A lump-sum death benefit was provided, payable where death oe. 
curred either before or after retirement, amounting to the total em- 
ployee contribution with 3 percent interest, less any annuities received, 

Financing. —The system was to be financed by taxes levied on the 
carriers and employees, with no Government contribution either made 
or contemplated. The taxes were to be levied on all employee earnings 
up to $300 per month at a rate of 4 percent for employers and 2 percent 
for employees. Provision was made for later revision of the tax per- 
centages by the Railroad Retirement Board. The taxes collected were 
to be deposited in a special railroad retirement fund in the Treasury of 
the United States, managed by the Railroad Retirement Board, and 
utilized to pay annuities, lump-sum payments and administrative 
expenses. 

The Board was authorized to make the benefits available to all 
former employees who had reached, or when they did reach age 7, 
whether in receipt of private company pensions or not. As an alterna- 
tive, the Board could bring all existing company pension plans under 
the act, any resultant increased cost to the system to be borne by the 
railroads responsible for the original pensions. 

Administration.—The act created a Railroad Retirement Board, an 
independent agency in the executive branch of the Federal Gover- 
ment, consisting of three members appointed by the President with 
the advice and consent of the Senate for terms of 5 years. One member 
was to be chosen from a list of railroad union nominations, one from 
a list of carrier nominations, and the chairman was not to be affiliated 
with either group. . 

In analyzing this act, it is apparent that one of the primary ams 
was to alleviate the unemployment of the younger railroad workers 
by retiring a sizable number of the older men. The act provided com 
ditions of eligibility and benefit amounts much more liberal than thot 
provided by the private company pension systems. Proponents of 
the measure, including the Congress which passed the act. assumed 
that “adequate monthly annuities, not threatened by cessation or 
duction, would enable railroad workers to plan for old age with com 
fidence, give them a greater sense of security, improve their momlé 
considerably, and make them more loyal to the industry,” “ thus en 


“4 Schreiber, David B., op. cit., ch. I, p. 4. 
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bling older workers to retire and younger workers to be employed, in- 


. siring more efficient work and the achievement of safety and efficiency 
: in interstate transportation. 
t- MB Railroad Retirement Board v. Alton Railroad Co. 
of The sponsors of railroad retirement legislation believed that the 
n- 1934 act constituted a proper regulation of interstate commerce under 
er the commerce clause of the Constitution, but the act was less than 2 
On weeks old when it was challenged in the courts by the railroads. One 
Me undred and thirty-five class I railroads, the Pullman Co., and two 
express companies joined forces in a suit against the Railroad Retire- 
ment Board, seeking an injunction against requiring the carriers to 
of comply with the provisions of the act. They maintained that it was 
Mi. not a proper regulation of interstate commerce since no relation ex- 
ex: sted between the security provided in the act and the safe and efficient 
Ost yeration of the railroads themselves. They contended further that 
\U- B® the act was unconstitutional since it credited service before the law’s 
)) M® enactment and disregarded the independence of the separate companies 
OC volved by pooling all contributions to the fund. 
- In contrast to these arguments, the employees’ representatives con- 
ed. IM ended that the act was a proper regulation of interstate commerce 
the MMMM ince the railroads were burdened with an unduly large number of 
\le HM older workers who should be retired so as to permit this part of the 
SS HM national transportation system to be operated more safely and effi- 
Cit HM ciently by younger men. They explained away the crediting of prior 
et BM service as merely a non-essential part of the benefit formula, which 
rere 


could be altered or removed without disturbing the main features of 
y Of the act, Finally, they defended the pooling of tax contributions by 
reference to similar treatment of the railroad companies under other 
ats of Congress and State workmen’s compensation laws. 

On October 24, 1934, the Federal District Court of the District of 
Columbia, where the act was first tested, held it to be unconstitutional 
because of the provisions (1) covering railroad employees whose work 
vas of local or intrastate nature; (2) basing annuities on prior serv- 
ie; and (8) including employees retired or discharged within 1 year 
prior to enactment of the law. 

On appeal to the Supreme Court, the case of Railroad Retirement 
Board v. Alton Railroad Company (295 U.S. 330) resulted in a 5-to-4 
decision on May 6, 1935, upholding the ruling of the lower court. The 
majority opinion, written by Justice Roberts, declared the act un- 
constitutional. Every major provision of the act regarding benefits, 
he declared, was fundamentally wrong. The basic provisions of the 
act were viewed as so arbitrary and unreasonable as to contravene the 
ue process clause of the fifth amendment. For example, the majority 
pinion pointed to the treatment of all railroads as one employer as 
clearly taking property without due process of law, as did the provi- 
‘ion which granted annuities to persons retired or discharged from 
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thosiirailway service before passage of the law. Similarly, crediting prior 
its of rvice in computing annuities of continuing employees obligated the 
umedirailroads to pay for service rendered and paid for in the past. 

hi But the majority opinion went much further than merely to declare 
i “ hat the criticized provisions were unconstitutional. It held that 
Ole 


ongress did not have the power to pass legislation establishing a 
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compulsory retirement system for interstate commerce, for such a Jay 
“is not in purpose or effect a regulation of interstate commerce wit)jy 
the meaning of the Constitution.” The relation between retiremen; 
on the one hand, and the safety and efliciency of the railroad industry 
on the other, was viewed as distinct from the relation of a pension {) 
the same ends. 

The minority opinion was written by Chief Justice Hughes and cop. 
curred in by Justices Brandeis, Stone, and Cardozo. They agreed 
with the majority opinion that the provision making annuities pay. 
able to persons in railroad service within 1 year prior to enactmen 
of the law was undoubtedly unconstitutional. But the minority view 
disagreed with the majority on all the other findings, especially the 
final one denying Congress the power to enact any pension system for 
railroad workers under the commerce clause of the Constitution, 
Such a ruling it considered an unwarranted limitation upon the power 
of Congress under that clause. The minority opinion held that the 
commerce clause gave Congress power to regulate labor relations jy 
the railroad industry, and the maintenance of these relations in a 
healthy condition would improve employee morale and hence promote 
efficiency. It argued that if Congress had the power to pass work- 
men’s compensation laws for workers engaged in interstate commerce, 
it undoubtedly had the power to provide for retirement benefits: 
oS! “aaustry should take care of its human wastage, whether 


that is due to accident or age.” 
The next steps 

The adverse decision of the Supreme Court proved a grave (is 
appointment to railroaders, but the vigorous disagreement of four 
eminent justices with the majority opinion encouraged the feeliig 
that further attempts to obtain railroad retirement legislation might 
not meet the same fate as the 1934 act. 

When efforts to have the Attorney General request a rehearing of 
the case failed, bills substantially the same as the 1934 act, based on 
the commerce clause, were introduced into Congress by Representative 
Crosser of Ohio (H. R. 8121, 74th Cong.) and Senator Wagner of 
New York (S. 2832, 74th Cong.) in May of 1935. ; 

About a month later, that is, on June 26, 1935, Representative 
Crosser introduced in the House H. R. 8651 and H. R. 8652, and Sen- 
ator Wagner introduced in the Senate on the same day S. 1550 and 
S. 1351, showing an abandonment of the commerce clause of the Con- 
stitution as the basis for the railroad retirement system and « reliance 
instead on the general welfare clause, that is, the power of Congres 
to levy taxes and spend for the general welfare. One of the two Hous 
bills (and one of the two Senate bills) provided for a railroad retire 
ment system paying benefits to retired railroad employees, and the 
other of the House bills (as well as the other of the Senate bills) was4 
tax bill, which placed an excise tax on railroad employers and an il: 
come tax on railroad employees, in both cases on employee compens 
tion not in excess of $300 a month. The tax receipts were to be mingled 
with other Federal tax collections in the general funds of the Treasury 
rather than earmarked as a separate railroad retirement fund. As 1 
the social-security bill, the money for the payment of railroad ret! 
ment benefits was to be appropriated from the general funis of te 
Treasury. In providing for a self-sustaining system, the bills carried 
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che assumption that the amounts appropriated under the retirement 
et would not exceed the taxes collected under the taxing act. 


Al 


/ 


i hearings, 1935 


Hearings on the Wagner-Crosser retirement bills were held in the 
House and Senate during the same period (the Senate hearings took 
place July 11, 15, and 22, and the House hearings July 16 and 17). 
Following consideration of the retirement bill, hearings on the taxing 

lls were held by the Senate Committee on Finance and the House 
Committee on Ways and Means August 15, 16, 19, and 20.°%° The 
Railway Labor Executives’ Association sponsored the measures. The 
Railroad Employees National Pension Association supported the 
ceneral approach of the bills but proposed several amendments. In 
yddition, a representative of the Brotherhood of Locomotive En- 
gineers appeared, approving the bills but requesting two amendments. 
- Several groups represented at these hearings were opposed to parts 
or all of the proposal to establish a railroad retirement system. A 
representative of the American Transit Association opposed the in- 
clusion of electric railways in the coverage of a railroad retirement 
system, and sueceeded in having that group excluded in the act as 
pssed, Similarly, a representative of the Domestic Freight For- 
waders’ Association convinced Congress to exclude his group from 
coverage, 

The chief opposition came from the carriers. Representatives of 
both the Association of American Railroads and the American Short 
Line Railroad Association testified at length, criticizing the proposal 
mn the basis of its legality, cost, and soundness as a pension system. 
‘hese representatives sought to show that the additional financial 
burden of the proposed retirement system was more than the railroads 
ould bear. In their testimony, they supported their arguments by 
ising in part the cost estimates submitted by Murray W. Latimer, 
harman of the Railroad Retirement Board established under the 
tact. Latimer had participated in a survey of the railroad in- 
ustry conducted by the Office of the Federal Coordinator of Trans- 
yrtation in 1934 and his estimates were based on unreported data 
uthered during that study. (See table 7.) 


ttee of the Senate Committee on Interstate Commerce hearings on S. 3151 
22, 1935); Subcommittee of the House Committee on Interstate and Foreign 
meree hearings on H. R. 8651 (July 16-17, 1935). 

‘Senate Committee on Finance hearings on S. 3150 (August 15-16, 1935): House 
mmittee on Ways and Means hearings on H. R. 8652 (August 19-20, 1935) 
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TABLE 7.— Comparison of estimated annual disbursements, 1935 railroad retire 4 
ment bill and Railroad Retirement Act of 1934, 1985-65 railré 
ientiahaae mia aehapattindha weienitpignpinhslii tae 7 hat 
| 7 redu 
1935 railroad retirement bill Railroad Retirement Act of 1934 ad 
Year Total dis- | Percent of Percent of Total dis- Percent of | Porcent ‘ 
| burserments | estimated | $1,600,000,000| bursements estimated | $1.600 om » : 
| (in millions) payroll ! payroll 3 (in millions) payroll sy 
| } — 6) 
=e — ee ee ee ee ee ee an -—— — st 
1935... ital 42 | 2.0 2.6 42 | 2 
1936 : seal 59 | 2.8 3.7 59 , : 
1937... Faiecs 72 3.5 4.5 71 | 34 . 
1938 acall 4 41 5.3 84 | 41 t 
1939 } v6 4.8 6.0 96 | 4.8 
1940 107 | 5.4 6.7 108 54 WV 
1941 120 | 6.1 | 7.5 120 | f 
131 | 6.8 8.2 132 | 
1943 141 | 7.4 8.8 143 7 mail? 
1944 . eee 154 | ay 9.6 155 . 
1945 164 | 8.8 10.3 166 | 89 ‘ 
1946 7 175 9.4 | 10.9 177 
1947 ideal 185 10.1 | 11.6 187 | " 
1948 196 10.7 | 12.3 197 | 
1949... 205 11.3 | 12.8 | 207 | 
1950 215 11.9 | 13.4 | 217 1 
1951... 224 12.4 14.0 226 | 1 y 
1952 233 13.0 | 14.6 234 | 1 4 
1953... e | 241 13.5 15.1 242 | 13. 6 . 
1064... . 248 13.9 | 15.5 249 14 
1955... Sense! 254 14.3 15.9 255 | 14.4 ) 
1956... ; 259 14.6 16. 2 260 | 14.7 3 
MRS Fil citsi 263 | 14.9 | 16.4 264 | 14.9 
1958. 266 15.1 | 16.6 267 l 
1959 ae 269 15.3 16.8 269 15.3 
1960_...... b 269 15.3 16.8 269 | 15 
1961... 269 15.3 16.8 270 | 15.4 
1962... stig 267 15.2 16.7 268 15.3 
1963 aauee 265 15.1 | 16.6 265 15.1 
1064 Bie eu 262 15.0 16.4 | 262 15.0 4 , 
1965 dase 259 14.8 16. 2 259 14.8 
! Estimated payroll was 5 percent less than 1929 payroll. ott 
2 $1,600,000,000 was the actual total railroad payroll in 1934. - 
Source: Testimony of Murray W. Latimer before subcommittee of the Senate Committee on Interstate I mT 
Commerce, 74th Cong., Ist sess. Hearings on 8, 3151, p. 168. f : 
‘ ss , bef 
Finally, Congress was presented with the opinion of Joseph B. HM, s,, 
Eastman, a member of the Interstate Commerce Commission and ofr 
Federal Coordinator of Transportation. He summarized the con- t un 
° . ? 7 ee (-re 
clusions of the survey which his staff had conducted as to whether, “ 


from an economic standpoint, special retirement legislation was neces- r 

sary or desirable for the railroad industry and its employees. [hese Biping s 

conclusions were: ** m 
(1) The proportion of employees aged 65 and over in the railroad industry 


is materially greater than in any other major industry. 
(2) The proportion of aged persons has been growing for many years, and 


while the rate of growth was acce’erated by the depression, there is no evidence ) 
that recovery would result in ang diminution of the relative load of super Ba nee 


annuated personne!. 
(3) The railroads regard age as a distinct handicap to employment, : 
(a) They refuse to employ persons, generally speaking, without railroad esy 
experience who are over age 45; hor 
(b) Even where persons seeking employment have had former service 


r 





railroad, age is a distinct handicap against reentry into the service wee 
(c) The rates of separation for the same period of service tend to Increase cri} 
with age; t is 
(d) Detailed analyses of the annual earnings of employees indi ne Pints j 
great majority, a steady decline in the value of their services ! ation 
middle age or before. Ser ¢ 


17 See Eastman’s letter to Senator Wheeler, chairman of the Senate Committ 


atate Commerce, dated July 17, 1935, in Senate hearings on S. 3151, op. cit., PP 
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(4) A sound retirement system would promote efficiency and economy of 
eailroad operation by removing one of the most serious obstacles in the way of 
rehabilitating the railroads through coordination and consolidation by enabling 
-oductions in the number of employees without working undue hardship upon 


Despite the protection of seniority rules, many thousands of persons 
hove the age of 40 are displaced from the railroad industry each year. In 
nt vears the average number of such persons has been about 40,000. 
¢) Existing pensions have been inadequate and unsatisfactory, and will 

e sti ore inadequate and unsatisfactory in the future because: 

Not all earriers have voluntary systems; 

) The annuities provided ha‘e’in a great number of cases been inadequate ; 

Present voluntary plans all discriminate in favor of high-paid as against 
y-paid employees ; 

i) The voluntary plans only benefit a comparatively small number of em 
ees, and offer next to nothing in the way of economic security to the great 


spite the existence of voluntary pension plans, the number of employees 
rated from service without pensions at the age of 70 or over averages from 
4) to 2.200 anually. In some cases it has been discovered that the number 
femployees so separated exceeds the number separated with pensions ; 
On the basis of retirement rates derived from experience of recent years 
eyolume of superannuation in the industry will increase by 72 percent in the 
t 20 years. This increase will occur despite the fact that thousands of 
es will continue to be displaced from the industry each year who are 
4) years of age and over; 
If the present voluntary plans are maintained, even on the assumption 
0 percent of the persons retired at age 65 and over will not receive pension 
it the average new pension granted will fall for several years on account 
lecline in wage incomes since 1930, the expenditures which will be mad 
e yoluntary plans will increase in the next 20 years by about 70 





weight of all of this evidence seems to discount rather thoroughly any 
contention that existing voluntary railroad pension plans will promote efficiency 
nd economy. The evidence lends support to the view that a sound pension and 
retirement system providing larger benefits than those of the social-security bill, 
and payable more quickly, would promote efficiency and economy. Nevertheless, 
lam not willing to say that the evidence which is now available conclusively 
demonstrates that such is tke case. It is possible that had this evidence been 
pefore neress when the Railroad Retirement Act was under consideration, 
the Sapreme Court might have held differently than it did in respect to this act 
ronted, however, as Congress is, with a sweeping decision holding the old 
inconstitutional, the situation before Congress with respect to future rail- 
road-retirement legislation is materially different. 
he total volume of evidence, including the results of the comprehensive study 
y staff already referred to and soon to be released, in the lis os of the fore- 
ng situation, seems to me still insufficient to prove that a special retirement 
tem f lilroad employees is socially and economically eS I come to 
‘conclusion for two reasons : 
|) There is no clear demonstration of the fact that the substitution of younger 
*men in the railroad industry would definitely promote efficiency and 





r 


-) The evidence fails to show that the payment of annuities to older persons 
\hecessary part of the process of substitution of young for old men. 
fir 


‘ first deficiency of the evidence is predicated on the decision of the Supreme 
Without that decision, the data would be sufficient to warrant at least 


esumption that the retirement of older men would make for efficiency and 
study of my staff made no attempt to prove the second point, because it 
been thought inconceivable that any consideration would be given to a mere 


scription without benefit, 
is my judgment that an investigation, properly conducted, could prove both 
's in which the present evidence is not conclusive, and that further investi- 


. preliminary to the consideration of new retirement legislation is the 
‘Ser course to pursue, 
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Mr. Eastman’s conclusions were that the need for the legislation jy, 
not been adequately shown, the problem of integrating and rticulat 
ing the new system with the social-security bill needed further caret 
analysis, and that further study was needed to prepare a plan which 
would meet the needs of the situation. ; r 

The hearings which were held on the taxing bills presented little yy 
information. Although attempts were made to confine the evidens, 
and discussion to taxation, inevitably it became necessary to mentioy 
the companion retirement bills, especially since membership on the ty 
separate House committees was not identical. The House Ways and 
Means Committee received positive affirmation that the employees q 
not contemplate ever asking Congress to provide funds to maintai 
this retirement system. 

The Railroad Retirement and Taxing Acts of 1935 

Congress passed the Railroad Retirement Act of 1935 on August 19, 
1935 and the Carriers Taxing Act of 1935 a few days later.° Both gets 
became law when signed by President Roosevelt on August 29, 1935 
Although appendix A outlines the detailed provisions of these two acts, 
a brief summary of the main provisions will be presented here, fol- 
lowed by a discussion of the significant differences between the 1935 
acts and the 1934 act. 

Coverage.—The two acts covered railroad, express, sleeping-ca 
companies and other railroad carriers subject to the Interstate Com- 
merce Act, including companies, owned or controlled by one or more 
railroads, which operated or serviced equipment used to transport 
passengers or property by rail. Specifically excluded were street 
interurban, or suburban electric railways, unless they operated as 3 
part of a general railroad system. The persons covered included all 
employees of the covered companies, and, in addition, official repre- 
sentatives of the standard railroad unions who were authorized t 
represent employees under the terms of the Railway Labor Act. The 
employees covered by the Retirement Act included all those who | 
been in an employment relation on the date the act was passed, August 
29, 1935. This included present and future railroad employees ani 
those who could establish that they had been on furlough or leave of 
absence, but ready and willing to serve on August 29, 1935. 

Benefits —Annuities became payable to all employees on r 
ment at age 65. Employees with at least 30 years of service might 
retire as early as age 50, but in this case the annuity was reduced by 
one-fifteenth for each year such employee was under age 65. Em 
ployees retired by the railroads for mental or physical disability 
reasons were eligible for a full annuity provided they had con 
pleted 30 years of railroad employment. 

These annuities were to be paid out of any money in the United 
States Treasury, using the following benefit formula: 

The sum of the amounts determined by multiplying the fotal number of 
years of service (to a maximum of 30 years) by the following percentage 
of the monthly compensation: 2 percent of the first $50; 114 percent of the 
next $100; and 1 percent of the compensation in excess of $150. 


tor, 








“The only recorded vote on the retirement bills was that on the amended H., RB. ‘hs 
which the Senate nassed on Augnst 19, 1935, by a vote of 76 to 3. The tax bill (H a 
8652) passed the House on August 22. 1935, without a record vote, with an a 
changins the tax rate toe an equal 8%4 percent on both employers and employees, Mm 


7+ 
passe 


made the tax rate effective only until February 28, 1937. The amended Dill | 
Senate without debate or record yote on August 23, 1935 
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a For service prior to August 29, 1935, the monthly compensation 
it was to be the average monthly compensation earned during the 
fy] vears 1924-31, inelusive. For all service after August 29, 1935, 


the monthly compensation was defined as the average monthly com- 
pensation paid to the employee throughout his whole service life 
beyond that date. No monthly compensation in excess of $300 was 


nee to be used in caleulating the annuity. 

or A death benefit of 1 year’s duration was provided for a deceased 
Wi emplovee’s widow or dependent next of kin, amounting to one-half 
ind of the employee annuity. The retiring employee was given the 
d option of ¢ lecting a joint-and-survivor annuity which would provide 
a ireduced annuity to the employee during life and an annuity during 


life of a surviving spouse. The two annuities (the retired em- 
ployee’s and his wife’s) were actuarially calculated, so that their 
» would be equal to the estimated amount in annuity payments 

" that the employee would have received if he had not chosen to make 

the joint-and-survivor election. The chief advantage claimed for 

this type of annuity was that it provided, in some measure, for the 
surviving widow of a retired employee who might die shortly after 

. retirement. 

vv Financing —The Taxing Act provided that the covered carriers 
were to pay an excise tax of 314 percent on their employee’s com- 
pensation not in excess of $300 per month, beginning March 1, 1936. 

ex \ similar tax was levied on each railroad employee’s income, 314 





1M rercent of his compensation not in excess of $300 per month. The 
port employees’ taxes were to be deducted from their earnings, and the 
oe two taxes were to be collected quarterly by the Bureau of Internal 
F Revenue and deposited in the United States Treasury. The em- 
la ployee representatives were to be taxed 7 percent on their earnings 
VM not in excess of $300 per month. All taxes were payable for the 
e9 period from March 1, 1936, to February 28, 1937. 


The \dministration—The Retirement Act followed the provisions of 

He ite 1954 act in establishing a three-member Railroad Retirement 
eu Board, with Board members representing carriers, employees, and 
public. The public member was to be the Chairman. 


ve ( The Board was directed to make two special reports to Congress. 
° As soon as possible, the Board was to make specific recommenda- 
mY ons for amending the Retirement Act with respect to transferring 
a the obligations of the individual railroad pension plans to the rail- 
ve al retirement system, although the act explicitly provided that 
Fo ‘s provisions placed no restrictions on such plans. A second report 
om was to be made within 4 years, containing specific recommendations 

or changes in the railroad retirement system which would assure its 
italia ¥ocauacy, based on actuarial studies and experience gained in the 


interim. 
. Comparison with the 1934 act—In comparing the new retirement 
er RM system established by the 1935 acts with that of the 1934 act, five 
‘hen differences are apparent: (1) an important difference was 
that the 1935 aets separated the benefits provided from the pro- 
visions for raising funds, a procedure adopted in the belief that 
this would stand the test of constitutionality. Out of this 
major change in approach grew other differences of not estab- 
hing a reserve fund under the new act, and of paying benefits out 
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of the general fund of the Treasury; (2) the 1935 Retirement Ag 
contained a provision for optional joint- -and- survivor annuilies: (3) 
compulsory retirement was no longer required; (4) the death-benefit 
provision was altered from a lump sum which was reduced by any 
annuities paid, to a monthly annuity payable for one year, amouni 
ing to one-half the employee’s monthly annuity ; (5) finally, the 
tax rate was altered en a 4 percent employer and ‘ 2 percent em- 
ployee tax to an equal 31% percent on each. 


Court action 

As was expected, the 1935 acts did not long remain unchallenged, 
Early in 1936 the carriers, together with a few employees of the At- 
lantic Coast Line, joined in anothe rr action in the District Court of the 
District of Columbia seeking an injunction against the Railroad Re- 
tirement Board and the Bure: au of Internal Revenue, restraining these 
agencies from requiring the carriers’ compliance with the provisions 
of the acts. 

The district court’s decision in Alton Railroad Company v. Railroad 
Retirement Board (16 Fed. Supp. 955) was that the two acts taken 
together contained < substs ne e of the 1934 Railroad ee me nt Act, 
which had already been declared unppmeeEt tay in Rai l Re- 
tirement Board v. Alton Railroad Company (295 U.S. 330). View- 
ing the Tax Act separately, it was held to be “so rae ary and capri 
cious as to cause it to fall before the due-process clause of the fifth 
amendment.” ‘The court therefore enjoined the Railroad Retirement 
Board from compelling the carriers to provide information and 
records and the Bureau of Internal Revenue from collecting taxes, 

An oral clarification of the decision a few days later (June 3), 
1936) made it clear that only the Tax Act and that portion of the 
tetirement Act which compelled the railroads to supply the Board 
with information were unconstitutional. Justice Bailey refused to 
pass on the Board’s power to certify and begin paying annuities. 


The first benefit payments 

Following this oral clarification of the decision, the Board proceeded 
to collect information and paid the first annuities on July 13, 1936 
Congress had appropriated about $47 million for these annuity | I 
ments, and, by the end of 1936, 2,100 annuities had been granted, 
totaling about $1,500,000 per year.*” At the same time, the district 
court decision had been appealed to the United States Court of Ap- 
peals for the District of Columbia. 


The memorandum of agreement 


Although annuity payments had begun, railroad employees were 
well aware that the threat of another adverse Supreme Court decision 
hung over the railroad retirement system. They also knew that wil th- 
out revenue to meet the costs of these benefits, the system could not 
last. The legal outlook was far from bright, but there was some 
indication that the carriers were not unalterably o yposed in prine iple 
toa compulsory contributory retirement system Sor the railroad in 
dustry. Ata joint conference in the middle of Dec oa 19: 36, repre: 
sentatives of the Association of American Railroads, representing 





% New York Times, July 1, 1936, p. 19; Monthly Labor Review, August 1956, P. 329. 
» Gagliardo, Domenico, op. cit., p. 144. 
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nost of the carriers, and the Railway Labor Executives’ Association, 
representing the standard railway unions, agreed to appoint commit- 
wees to study the possibilities of an agreement on the issues involved. 
Nothing having developed out of this conference, on December 28, 
1936, President Roosevelt, in letters to the heads of the Association of 
{merican Railroads and the Railway Labor Executives’ Association, 
wgested that representatives of the two groups, with the technical 
tance of the Railroad Retirement Board, confer in an attempt to 
ind a satisfactory solution to the problem—to devise, if possible, a 
retirement system which would be mutually satisfactory and which 
therefore would not have to run the gamut of court actions, 7 

Representatives of the two groups began negotiations on January 7, 
1937. and a memorandum of agreement was signed February 18, 1937, 
subject to the approval of the parent bodies. This agreement has been 
termed one of the most significant in American industrial relations. 
Vot only did it lead directly to the establishment in 1937 of an industry 
retirement system without precedent in any other industry, but its 
provisions had a bearing on later amendments to that system. 

In essence, the parties agreed to establish a railroad retirement 
sistem suitable to both, the costs of which were to be shared equally. 
The railroads agreed never to raise the issue of constitutionality of 
the new system, and the employees agreed never to propose any amend- 
nents departing from the equal-taxation principle. Taxes were to 
be reduced immediately from 314 percent on each to 214 percent, but 
were to be increased one-quarter of 1 percent triennially to a maximum 
of 314 percent. The pensioners on the railroad companies’ private 
pension rolls were to % taken over by the retirement system with 
pension reductions restored. 

On the basis of the principles set forth in the memorandum of 
agreement, representatives of the two groups prepared a joint draft 
ofa bill to amend the Railroad Retirement Act of 1935 and a bill to 
replace the Carriers Taxing Act of 1935. The memorandum of agree- 
ment was as follows: # 


MeMORANDUM OF AGREEMENT BETWEEN THE ASSOCIATION OF AMERICAN RAILROADS 
AND THE RatLwAy LABOR EXECUTIVES’ ASSOCIATION CONCERNING RAILROAD 
RETIREMENT LEGISLATION, FEBRUARY 18, 1937 


This memorandum, identified and authenticated by the signatures of those who 
are hereinafter described as conferees, is for the purpose of expressing, briefly 
aud informally, certain conclusions reached by the conferees after protracted 
conferences with respect to establishing a retirement allowance system for 
tailroad and certain other employees. 

The conferees representing railroad management, hereinafter sometimes called 
employer conferees, consist of a committee of railroad presidents, selected by 
the board of directors of the Association of American Railroads, with authority 
‘o confer with representatives of organized railroad labor upon the subject 
Matter treated in this memorandum. The conferees representing railroad labor, 
hereinafter sometimes ealled employee conferees, consist of a committee, selected 
ly the Railway Labor Executives’ Association, with authority to confer with 
the employer conferees upon the said subject matter of this memorandum. 

It is understood that the conferees are not authorized at this time to enter 
puto a contract or agreement binding upon their respective principals. The con- 
Heres do agree, however, to recommend to the interests which they respectively 


Dtsch 


n 

Testimony of J. Carter Fort, vice president and general counsel of the American 
n of Railroads, before the Joint Committee on Railroad Retirement hearings on 
‘tirement legislation, August 5, 1952, pp. 84-87. 
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represent the adoption of the conclusions reached on the subject matter jer, 







and they undertake, within 30 days, to ascertain whether conclusions here; N 
stated are acceptable to their respective principals. Immediate ady sh hy, occu] 
given by each group to the other of any conclusions that may be aA ae If 
ratification. a requ 
Attached hereto and made a part hereof, authenticated by the si; sein mp 
the conferees, is a paper marked “Exhibit A” which contains certain essentia) =e 
of the conclusions agreed upon. It is contemplated that the features outtin, i ag 
in this memorandum and in exhibit A shall be made effective through the mediy 
of an act or acts of Congress, to the terms of which the principals ss 
ferees herein shall be asked to agree and to recommend to Cong ‘ 
precise terms of the act or acts to be recommended to Congress s] sett], mt 
in conference between the legal representatives of the respective pa sul If 
to review and modification by the conferees. The pending litigatio i n 
the validity of the Railroad Retirement Act of 1935 and the Railroad Tax Aes 
of 1935 shall, subject to the approval of the Attorney General, be disposed of ; 
such a manner as to carry out the purposes of this agreement. Conferences . 
among the said legal representatives shall begin at once and be prosecuted wit} ne 
all reasonable diligence No 
It is understood that this memorandum and the plan herein referred t t 
predicated upon the assumption that Congress will exempt the parti: t 
the provisions of titles II and VIII of the Social Security Act. 
This agreement shall not operate to deprive employees retir¢ nder this 
plan of any other benefits to which such employees would be entitled 
individual employers. b 
It is understood that the employers will save the annuitants on t annu . 
rolls harmless against loss as a result of their transfer to the a y rolls 
under the Retirement Act. S00 fi 
It is further agreed that the principals of the conferees, when the p has percer 
been submitted and approved, shall support the legislation as agreed to and next 3 
will not question in the courts the authority of Congress to enact the law 
laws putting the plan into operation. aoe 
It is further agreed that the principals of the employee confer: Sinner 
plan has been approved, shall not make any requests or demands upon the Col g 1, 
gress for any modification of the law which shall depart from the principle of excep 
equal tax burden upon employers and employees with respect to taxes conter etwo 
plated herein. leo 
Witness our hands this 18th day of February 1937. and 1p 
(Signed) M. W. Cremen On 
(Signed) C. R. Gray pel 
(Signed) J. B. Hm, ae 
(Signed) C. FE. DENNE’ e sul 
(Signed) H. A. Scanpret 0H 
(Signed) L. 8S. Downs, attainir 
(Signed) J. J. PELLEY, quent si 
Emplouer Conf gainful 
(Signed) B. M. Jewett, ll. By 
(Signed) J. A. PHILLIPS bsence 
(Signed) E. J. MANION, ment re! 
(Signed) James J. DELANEY, Empl 
(Signed) Gro. M. Hargiso Were no 
Employce Conferces industry 
EXHIBIT A Empl 
SeTV I¢ 
1. Scope.—The language of the present Railroad Retirement Act and present 2. Mi 
Tax Act shall remain the same, except as it shall be amended to include el nd hay 
ployers now or hereafter under the Interstate Commerce Act, and provisions mT mon 
covering railroad associations supported by railroad companies, and coverits as based 
national railway labor organizations. hat if s 
2. Administration.—Administration by Railroad Retirement Board: carriets $ the m 
to furnish Board with certified records, 13, Ma 
3. Character and custody of fund.—Primarily a legal question to be developed mn both 
by the lawyers. WM. Bi 
4. Retirement age—An employee shall be eligible to retire upon attaining M the U 
the age of 65; provided, however, that an employee may retire on reaching the uch pay 
age of 60 years, after the completion of 30 years’ service, with a deduction 2 15. Re 


the annuity at the rate of one-fifteenth for each year he is under the age of 65. he assur 
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\» benefits to be paid until employee actually retires from regular gainful 
” Pe - ployee continues to work after attaining the age of 65, he shall be 
_onired to pay the tax but will not be credited with any service earned by such 
ev lovment after July 1, 1987. The compensation earned shall be considered 
the annuity, with the understanding that the annuity shall not 
e less he annuity earned at age 65. ' 

- /isability.—Retirement irrespective of age on account of total permanent 
iicability four any regular gainful occupation after the completion of 30 years’ 
= viet ' an annuity computed on prior and subsequent service. If disabled 
umplovee recovers, annuity payments shall cease. 

Tf jisabled employee receiving benefits recovers and returns to service and 
mes eligible for age retirement annuity, he shall have his monthly annuity 
g liusted to compensate for disability payments made. 
7] mployees retired on account of total permanent disability for any regular 
pation, with less than 30 years’ service, shall be eligible to receive 
nuity on attaining retirement age. 


my) Vilit 
n computing 
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Nore —The annuity to be calculated on prior and subsequent service with 
tion of 30 years if both are used 
, rhe term “retirement” as used in this paragraph shall not require relinquish 
ont of employment relationship. 
is s Tares.—The taxes to be levied in the Tax Act shall be at the same rate 
r employers and employees, on the payrolls of employees. Employers and 


yees to pay the tax so long as employees continue in service. 


No rhe total rate of tax shall be 5 percent of the payroll, not in excess of 
4) for any 1 month for any employee, for 3 years from January 1, 1987; 5% 
yercent for the next 3 years; 6 percent for the next 3 years; 614 percent for the 
nevt 8 years; and 7 percent thereafter. 





r 7. Refunds.—In event of death, the employee's estate shall be paid an amount 
equivalent to 4 percent of compensation earned (up to $300 per month), from 

s January 1, 1937, less such amounts, if any, as may have been paid in annuities. 
o 8 Calculation of annuity.—Credit all years of subsequent service without limit 
of except as provided in par. 4). Give additional credit for prior service, providing 


the two combined shall not exceed 30 years. 
Two percent of first $50 of monthly compensation, 1% percent of next $100, 
and 1 percent of next $150, times years of service. 
. Calculation of compensation.—The same method used for calculating average 
ompensation in the Railroad Retirement Act is to be used, with the understanding 
tifa more practical method can be developed by agreement which will pro- 
esubstantially the same results, it will be substituted. 
1). Withdrawals.—Employees who do not have an employment relation on 
ittaining retirement age to be credited for annuity earned on basis of subse- 
quent service only, but no annuity to be paid until retirement from any regular 
gainful occupation after attaining retirement age. 

ll. Employment relation—Any employee who is on furlough or on leave of 
absence on the effective date of the act, and who is in the service or in employ- 
ment relation when he reaches retirement age, shall be entitled to prior service. 

Employees who worked for the industry prior to the effective date of the act, but 
Were not on furlough on that date, shall if they again take employment with the 

e8 industry be given credit only for subsequent service. 
Employees on leave of absence on August 29, 1935, who are unable to return 
Wo service account of physical disability shall be given credit for prior service. 


esent 12. Minimum annuity.—If in service at date of retirement, on attaining age 65 
> ell td having not less than 20 years’ service, the minimum annuity shall be $40 
sions pt Wonth; provided that if the monthly compensation on which the annuity 
ering pS based is $50 or less the annuity shall be 80 percent of such compensation, except 

hat if such 80 percent is less than $20 the annuity shall be $20 or the same amount 
rriers ‘the monthly compensation, whichever is less. 


” Ma rimum annuity —One hundred twenty dollars per month, where based 
loped n both prior and subsequent service. 


l4. Benefits —The benefits payable under this act to be paid out of the Treasury 


~~ ; - United States, and the act shall be so drawn as most effectually to assure 
ig the uch payments ; 

oo o Retired employees now on employer pension rolls—tThe act to provide for 
of 66. , 


‘sumption of retirement benefits paid directly by employers as of the effec- 
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tive date of this act through to termination, provided that where determ); r 


the last employing carrier, and provided benefits shall not exceed a yn aximun 
$120 per month; payments to begin with the payments due and payable 
July 1, 1937. iat 

16. Employees in foreign countries.—The attorneys will undertake to dror 
a suggested provision to make the act applicable to employees who render seein 
in other countries for employers subject to the act. oi: 

17. Free transportation.—Nothing in this act shall be construed to prohij 
employers from granting free transportation to employees receiving annyi 
under this act. 

18. General provision.—None of the benefits paid under this act shal! by 


same individual. 


Conferees representing railroad management, through the Associatiop 
of American Railroads: C. R. Gray, H. A. Seandrett, L. A. Downs 
C. E. Denney, M. W. Clement, J. B. Hill, J. J. Pelley. 


Conferees representing the employees, through Railway Labor Execy 
tives’ Association: B. M. Jewell, J. A. Phillips, E. J. Manion, 
James J, Delaney, Geo. M. Harrison, 


FEBRUARY 18, 1937. 


IV. THE BASIC LAWS: RAILROAD RETIREMENT AND TAXING ACTS OF 1937 


Congressional hearings, 1937 

Representative Doughton, of North Carolina, introduced the new 
taxing bill (H. R. 6448, 75th Cong.) on April 15, 1937, and shortly 
thereafter Representative Crosser and Senator Wagner introduced 
identical bills (H. R. 6956 and S. 2395, 75th Cong.) embodying the 
railroad retirement plan agreed to by the Association of Ametic: 
Railroads and the Railway Labor Executives’ Association. Both 
House and Senate Committees on Interstate Commerce held hearings 
on the retirement bills during May 1937, and the House Committee 
on Ways and Means, with jurisdiction over all tax matters, conducted 
hearings on the taxing bill in the latter part of April of the same 
year.” 

Tax hearings.—The original tax proposal, arising out of the wnion- 
carrier agreement in February, called for a tax of 21% percent on all 
railroad employee earnings up to a maximum of $300 a month, to 
be paid by both employers and employees. This tax was to be i 
creased one-fourth of 1 percent every 3 years, to a maximum of 3} 
percent in 1949. At the suggestion of the United States Treasuy, 
which would have preferred a flat 344 percent equal tax effective im- 
mediately, it was agreed to raise the initial tax rate from 24 to, 
percent, with the same triennial one-fourth of 1 percent increases 10 
334 percent in 1949. This amendment was included in H. R. 6+ 
as presented to the committee. 

During the hearings, a Treasury official requested several other 
minor amendments, clarifying the act for administrative reasol’s 
These amendments were agreed to by the parties concerned. They 
specifically excluded tips from taxable monthly compensation ali 
ihe employee's tax if paid by the employer. In addition, the provis' 
repealing the Tax Act of 1935 was revised so that the tax coll 


under the new taxing act for the period from January 1, 1), | 


Mm 


sone (Thth 
2 House Committee on Interstate and Foreign Commerce hearings on_H. R. 695° (\° 
Cong,, Ist sess.), May 13-21, 1937; Senate Committee on_ Interstate Commerce , 
on 8. 2895 (75th Cong., Ist sess.), May 21-June 2, 1937 ; House Committee on Way 
Means hearings on H. R. 6448 (75th Cong., 1st sess.), April 21-26, 1937. 
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tment date would not be considered a form of retroactive taxation. 
fhe Chairman of the Railroad Retirement Board also presented 
estimates of the tax yield, based on an assumed constant taxable 
navroll of $2.2 billion. 

Vo Senate hearings were held on the taxing bill. 

Retirement hearings.—In distinct contrast to congressional hearings 
on previous Fr: ailroad retirement bills, the 1937 hearings found repre- 
sntatives of both the carriers and railway labor organizations making 
representations in favor of the retirement proposal. George M. 
Harrison, president of the Brotherhood of Railway Clerks, and 
Charles M. Hay, attorney, appeared for the Railway Labor Execu- 
tives’ Association, while re Carter Fort and R. V. Fletcher presented 
the affirmative views of the Association of American Railroads. 

Repeated reference was made throughout both hearings to the 
inique collective-bargaining achievement embodied in the agreement 
reach d by the railroads and railroad labor in February, with ms wy 

latory statements being made by Members of Congress concern- 
og the mature labor relations conditions prevailing in the railroad 

lustry. 

ie Harrison gave a detailed explanation of the provisions of the 
plan, and several minor clarifying amendments were agreed to as 
a result of the discussions as the hearings proceeded. In the course 
of the House hearings, Mr. Hay summarized the proposed changes 
to the » Retirement Act included in the bills Briefly, these were 

‘tine ige was broadened to include, in the capacity of emp sloyers, 
mn vod associations, bureaus, and other joint agencies and ail 21 
standard railway unions. 

2. The definition of “employment relation” was broadened to in- 
clude persons absent on account of sickness and disability who thus 
were not “ready and willing” to return to service. This permitted 
some 8,000 men then applying for annuities but unable to qualify 
under the old law to become eligible to receive annuities. 

The provision permitting retirement of an employee under age 
tb wi ith 30 years of service, with a reduction of one-fifteenth for each 
year he was under 65, was restricted to those who had attained age 
t) (formerly 50). This change was of little consequence because of 
he reduction requirement. 

4, The definition of “compensation” was broadened to include wages 


be time lost. 


. The new bill provided an alternative for determining a fair 

verage monthly wage of an employee if the test period 19: 24-31 were 

Seat to be insufficient to constitute a just and equitable basis for 
iguring compensation during service prior to 1937. 

A permanently disabled railroad employee was permitted to re- 
ie at age 60 with a reduction of one-fifteenth for each year he was 
ess than 65, even though he had less than 30 years of service. This 
rovision Was not in the 1935 act. 

. The new bill eliminated a feature of the 1935 act which virtually 
pnovnted to compulsory retirement. The old provision required 
xson to retire at 65 or suffer a loss of one-fifteenth of his annuity for 
ach year he stayed in service after that age, unless he had filed with 
he Board each year a written request by the carrier that he be con- 


= Sonat, om . . : . 
lite Interstate Commerce Committee hearings on S 


5, op. cit., pp. 131-132. 


9 
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tinued in service. If the person stayed in service be ‘yond ive 70) the ~ 
one-fifteenth reduction was to be enforced regardless of the desire of < 
the carrier to have him continue, The new bill contained no such ppy a 

vision but provided that service of a perma 65 years of ave or ove sag 
aie continued in service after July 1, 1937, would not be credited ner 
toward his retirement annuity. It further provided that his compe 


yo” 


sation received after July 1, 1937, would be disregarded in calculating 
his annuity, if, to include it, would have diminished his annuity " 

8. The 1935 act limited the years of service to 30, whether prior or T 
sivaiitlin or both, thus limiting the annuity to $120. The new h 
had no limit on service after January 1, 1937. Of course it would by s 
_ before this provision became me: aningful. oR 

The 1935 act contained no minimum annuity provision, whereys 

ois new bill provided for a minimum as follows: | 

Persons with at least 20 years of service, average monthly com pet f 
sation of at least $50 and employed at age 65, were to receive a mi , 


mum annuity of $10. Those with less than $ $50 average monthly con 
pensation who met the other tests were to receive a minimum annuity i 
of 80 percent of the monthly compensation, but, in no event, less tha el 
$20, or the same amount as the monthly compensation, whichever was over 
less. A social-security minimum was also provided so that no retired 
railroad worker would receive less than he would have, had he beer 
covered under the new Social Security Act. 















TABLE 


reli 


10. The 1935 act. provided for a death benefit, payable for 1 year, = 
equal to one-half of 1 year’s s annuity, payable to the survivors or estate 
of deceased employees receiving or eligible to receive an annuity. I mm 
provided no death benefit in the case of a person who died befor 
becoming eligible for an annuity. The new bill contained a provision Ii” 


188 


19 


applic able to all employees, regardless of the time death occurred, 
allowing, as a death benefit, a lump sum equal to 4 percent of the 1M 


aggregate compensation after January 1, 1937, less the amount paid ye 


as annuities to the employee or spouse. In effect, this was a guaranty —™ 


that all contributions paid by an employee himself plus an allowance fiw 
for interest, would revert to the employee's survivors or estate - 


11. The new bill provided for the taking over of pensioners on th ae” 
sarrier’s private pension rolls, and the payment to them of the pen- Jim 
sions ** in the amount originally granted = the carriers, thus restoring 4 
the reductions made since 1930. The 1935 act had directed the Rail ag 
road Retirement Board to make recommendations with respect tog 
such a transfer of obligations of the individual railroad company 
pension plans to the 1 ‘ailroad retirement system, but that act cont: vined em 
no explicit provisions such as appeared in the new bill. Dur ing ti not inc 
hearings it was estimated that the present value of such compaiy Zor 
pensions being paid in 1937 was about one-third of a billion dollars"Mhe Re 

12. The 1935 law permitted the crediting of poe service to a persol On J 
Fe. was an employee on enactment date (August 29, 1935) or who Wit Publi 


-———— re det 
*It should be noted that terminology in pension literature has often lo sely en ere, fi 
“pensions” and “annuities.” Throughout this report. following the practices (hat he 199) 
grown up in the fleld of railroad retirement, an “annuity” is used to describe the mom)! re 193; 
payment made to a retired railroad employee (or his survivors) under the t so Con 
Railroad Retirement Act. The term “pension” is reserved, in this report. fo Ge | 
the monthly payments made to retired railroad employees by the private railroad coal s raily 
retirement schemes and similar later payments to this closed group under the Rallt om: 
Retirement Act of 1937 9, 288 pan 
*5 Testimony of H. L. 7 Senate Interstate Commerce Committee hearings on 5 -™ ny equ 
op. cit., June 2, 1937, p. . 
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in the service of any railroad at any time thereafter for any length of 
f time. The new bill restricted this provision somewhat, providing that 
D inorder to be entitled to receive credit for prior service, a person must 
ey have been in the service or in an employment relation, or totally and 
d permanently disabled on the enactment date. Of course the reduced 
‘overage arising from this change in the provisions was offset to some 
ma extent by the liberalization of the definition of an “employment rela- 
Hoan” ( se¢ not 2 é bove). 
a The Chairman of the Railroad Retirement Board, Mr. Latimer, 
ill submitted the Board’s estimates of the costs of the proposed retire- 
be ment plan, which are shown in table 8. ah 
Representatives of the nonaffiliated pension associations presented 
Das the only opposition during the hearings to the passage of the bill, re- 
esting more liberal provisions with respect to prior service, eligi- 
el ility of persons who had left the railroad industry, recovery from 
bility before age 65, death benefits, joint-and-survivor annuity 
n election, and retired employees of railroads which had no private 
ity pension plans. Congress, however, rejected these proposals for fur- 
iat ther liberalizations since no financial provisions were suggested to 
Was over the added costs. 


ee} Taste 8.—Estimates of appropriations to and disbursements from the railroad 
retirement aecount, fiscal years 1937-75, under proposed Railroad Retirement 
Act of 1937 * . 


spate 7 — 








tate 4 ie es : te 
ba Appropria- Disburse- | oe Appropria- | Disburse- 
It Fiscal year tions ments || Fiscal year tions | ments 
i 
Fore ; he ee ee OER 7 < ‘ . e et =a | ea 2 r 
sion 197 _.| $28, 250, 000 $10, 860, 000 || 1957... . .--} $162, 250,000 | $168, 650, 000 
us 18 118, 250, 000 58, 280,000 || 1958. . --| 162,250,000 | 175, 892, 000 
red 1999 118, 250. 000 64, 214,000 || 1959__- | 162,250,000 | 182, 666, 000 
+ low 121, 000, 000 67, 278,000 || 1960_._..__.. | 162,250,000 | 188, 694, 000 
the 141 129, 250, 000 70, 914,000 || 1961____ i -.| 162, 250, 000 194, 283, 000 
aid 142 129, 250, 000 75, 191,000 || 1962... .-| 162, 250, 000 199, 772, 000 
pa 9 132, 000, 000 80, 142,000 |} 1963___- | 162,250,000 | 204. 681, 000 
anty 14 140, 250. 000 85, 227,000 |} 1964._...____ ....-| 162, 250, 000 208, 734, 000 
: 14s 140, 250, 000 90, 280, 000 |) 1965... ..... : 162, 250, 000 212, 292, 000 
ance 16 143, 000. 000 95, 642,000 || 1966... -__- | 162,250,000 | 215, 422, 000 
1M? ..| 151, 250, 000 101, 260.000 || 1967... ...---| 162, 250,000 217, 788, 000 
Tas 151, 250, 000 107, 099, 000 || 1968................__| 162, 250, 000 219, 912, 000 
1 the 149 154, 000, 000 113, 192.000 |] 1969...___- _...| 162, 250, 000 222, 146, 000 
9% | 162, 250, 000 119, 461,000 || 1970. ._.... 162. 250. 000 224, 076, 000 
pen- 051 | 162, 250, 000 125, 852,000 || 1971 162, 250, 000 225, 970, 000 
ng 082. 162, 250. 000 132, 544.000 |} 1972..____- 162, 250, 000 227, 902, 000 
ring He 162, 250.000 | 139, 620,000 || 1973. _- 162, 250, 000 229, 491, 000 
Rail is 162, 250. 000 146, 744,000 || 1974. . ’ ba 162, 250, 000 230, 732, 000 
5 162, 250. 000 153 850,000 |} 1975........_. 162, 250, 000 231, 390, 000 
et to nove 162, 250, 000 161, 200, 000 || 
Ht 













From statement of Murray W. Latimer, Chairman, Railroad Retirement Board, hearings before the 
omimittee on Interstate Commerce, U. 8S. Senate, 75th Cong., Ist sess., on S. 2395, p. 112. These estimates 
40 not include the cests of administering the railroad retirement system, and are based on a constant 
85ie payroll of $2,200,000,000 per year. 


Vhe Railroad Retirement Act of 1937 

On June 24, 1987, the Railroad Retirement Act of 1937 became law 
Public Law 162, 75th Cong., Ist sess.). The provisions of this Act 
re detailed in Appendix A to this chapter, but will be summarized 
ere, followed by a discussion of the principal differences between 
he 1935 and 1987 Acts. 

Coverage.—Employers covered by the act included such carriers 
8 railroads, express companies, sleeping-car companies, and any 
pany owned or controlled by one or more such carriers, operating 
'y quipment or facility or performing any service (excluding truck- 
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ing service) in connection with the transportation of passengers or A 
property by railroad. Also included were any companies which ye annt 
ceived, delivered, elevated, transferred in transit, refrigerated o who 
iced, stored or handled property transported by railroad. ~ Provisior thos 
was also made to cover any receiver, trustee or body in possession of mini 
the property or operating all or any part of the business of gy such 
employers. Expressly excluded were street, interurban, or suburba the 
electric railways unless operated as a part of a general steam-railroad ‘ina 
system. Additional coverage included railroad associations, tr: ath than 
ceulaiinnen tariff bureaus, demurrage bureaus, weighing and jy (et 
spection bureaus, collection agencies, and any other associ: itions, bu- ovel 
reaus, agencies or organizations controlled and maint: sined by tw An 
or more employers. Fin: lly, any national railway labor organization, the a 
including its legislative committees, general committees, insurane or at 
departments, and local lodges and divisions was covered as healt! 
employer. of th 
Smployees covered included individuals in the service of one or value 
more employers for compensation, employee representatives, and ir ther 
dividuals “in the employment relation” to one or more emp leven Al 
The employment relation was defined as a situation in which an in- an en 
dividual on the enactment date was “on furlough, subject to call for Hi ofal! 
service within or outside the United States and ready and willing to Phe 
serve, or on leave of absence, or absent on account of sickness o forme 
disability.” ployer 
“Years of service” included all years in which service was rendered Hy /. 
to one or more employers cover red by the act. In the case of m1 amour 
service, it was made possible to include service for a firm or oa with @ 
which was the predecessor of a company which later had become an Hy mxin 
employer under the act. The definition of compensation was expanded MM pe" ™ 
to include pay for time lost, but was not to include tips or the voluntary Adr 
payment by the employer, without deduction, of any employee tex. a Retire 
Benefits —Annuities became payable to all employees at age 65, th t 
upon retirement. At age 60, employees with 30 years of service became fm! 


eligible for an annuity, reduced one one-hundred-and- eightieth for Mim setir 
each month they were under age 65. Totally and permanently dis 0] 
abled employees became eligible for full annuities if they had attained Mm sul 
age 60 or had 30 years of service. If they could not meet the service Hq)" 
requirement, they were still eligible for reduced annuities. 
The benefit formula for computing annuities remained the same— gre 
multiplying years of service by the following percentages of ang ?)™e 
employee’s monthly compensation: 2 percent of the first $50; 14 ,mmterest- 
percent of the next $100; and 1 percent of the next $150. For serne ye" teed 
prior to January 1, 1937, the monthly compensation was to be the mee? 'igat 
average monthly compensation earned in the calendar months in 
cluded in an employee’s service in the years 1924-31. For all serviet 
after December 31, 1936, it was to be the average compensation earned 
throughout an employee’s whole service life beyond that date. No 
monthly compensation in excess of $300 was to ‘be used in these cal- 
culations, and where service before January 1, 1937, was included 
(“prior service”), the maximum years of service was to be 30. If 
prior service were counted, no maximum years of service were spec 
fied, which meant that service after January 1, 1967, might increa* 
the years-of-service portion of the formula beyond 30 years. 
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A new minimum annuity provision in the act made a $40 per month 
annuity the minimum payable to employees with 20 years of service, 
whose average monthly compensation had been $50 or greé ter. For 
those whose average monthly compensation was less than $ $50, the 
minimum annuity was 80 percent of the monthly compensation ; if 
such 80 percent should be less than $20, the annuity was to be $20 or 
the same amount as the monthly compensation, whichever was less. 
Finally, it was provided that in no case was the annuity to be less 
han the old-age benefit payable under title II of the Social Security 
Act if the employee's s service after December 31, 1936, had been 
overed employment under that act. 

An irrevocable joint-and-survivor annuity could be elected under 
the act, provided such election took place prior to January 1, 1938, 
or at least 5 years before the annuity became payable, or if proof of 
health satisfactory to the Board had been submitted. The amounts 
of the two annuities were to be such that their combined actuarial 
value would be the same as the actuarial value of the single life annuity 
therwise payable. 

A lump-sum death benefit was proy ided, amounting to 4 percent of 
employee’ s taxable earnings after December 31, 1936, less the sum 
ofall benefits already paid out. 

The final type of benefit payable under the act was a pension to 
former employees who were on the pension or gratuity rolls of em- 
ployers. All such retired employees who were on such rolls March 1, 

. became eligible, effective July 1, 1937, for pensions of the same 

al ount which had been paid by the private svlpeas pension plans, 

vith any reductions subsequent to December 31, 1930, restored. The 

st pension payable by the Railroad Retirement Act was $120 
per month. 

Administration. and financing —The same three-member Railroad 
Retirement Board was provided for under the 1937 act, to administer 
both the 1935 and 1937 retirement acts. 

le 1937 act provided for the establishment of a separate Railroad 

ement Account in the United States Treasury, to which annual 
ropriations were to be made. Such annual appropriations were to 
sullicient, based on estimates of the Railroad Retirement Board, to 
vide for all benefits payable under both the 1935 and 1937 Retire- 
(cts. The portion of such amounts credited to the Railroad 
hetirement Account which was not immediately required for benefit 
a was to be invested by the Secretary of the Tre: asury in in- 
ierest-bearing obligations of the United States or obligations guar- 
anteed as to both principal and interest by the United States. Such 
obligations were to be only those yielding at least 3 percent interest per 
num. 

The Railroad Retirement Board was directed to establish a three- 
member Actuarial Advisory Committee, which was to examine the 
actuarial reports and estimates of the Board every 3 years, making 
tecommendations for changes in actuarial methods as it deemed 
Necessary, 

The annual report of the Board was to include a statement of the 

fats and operations of the Railroad Retirement Aci ount, and every 

tind year, an estimate of the liabilities created by the 1935 and 1937 
wtirement Acts and of the reduction in liabilities under title II 
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of the Social Security Act arising as a result of the ma 
the railroad retirement system. 


Comparison with Railroad Re tire ment Act of 1936 
The Railroad Retirement Act of 1937 more clearly defi 


tended the scope of the railroad retirement system, char 

of the conditions of eligibility for annuities and amounts of 
annuities, and specified certain administrative procedur 

lowed. An analysis of the differences between the 1935 and the 1997 

act is essential to a thorough understanding of the situation preya)] 
ing under the 1937 act. We have discussed these differ: ve} va 
briefly as they were brought out in the hearings. The a1 eport rresjx 
of the Railroad Retirement Board for the year 1937, however, ana 
these differences much more comprehensively as follows :” 


i i eX 


1. The Railroad Retirement Act of 1937 includes certain emplo WV 
ployees not covered by the 1935 act.—(a) The 1935 act does not in rilway ; 
labor organizations as employers, but does include, as employees 1 officers , 
or other official representatives of employee organizations, whethe not na waned 
tional in scope, as are duly designated and authorized to represent employees 
in aecordance with the Railway Labor Act and who represented such employees , 
during or immediately following employment by a carrier. Under the 1937 act pleted ; 
national railway labor organizations and their State and national! legislative ; . 
committees, general committees, insurance departments, and their local lodges _—* 
and divisions, are included as employers. As a result, all employees and officers a 
of these organizations are employees under the act, whether or not their duties = 
include the representation of employees in accordance with the Railway Labor ~ - 
Act, and whether or not they have rendered any railroad service, except that eo 
employees of local lodges and divisions are not included unless they were, , = 
or after August 29, 1935, in the service of or in an employment relation toa . 
earrier. Furthermore, the 1937 act includes any officer or official represent : 
tive of a railway labor organization not included in the definition of employer see 65 
age Oe 


who is authorized to represent employees in accordance with the Railway Labor 
Act, as amended, and has rendered service for an employer under the act 
irrespective of whether or not such employee representative service was during 
or immediately following such employer service; and any individual who is : 


regularly assigned to or regularly employed by such an officer or official repr Pe u 
sentative in connection with the duties of his office. Se 

(vb) The 1987 act expressly includes, as employers, traffic associations, bu Se 
reaus, and similar organizations, some of which were included under the 1935 ' oar 


act by implication. — 

(c) The 1937 act is explicit in defining the extent of its application to service f 
rendered outside the United States; the 1935 act was not explicit in this respect e 

(ad) Under both acts, the term “employee” includes individuals who were in an 
employment relation on the enactment date. The 1935 act defines this term as 
including only persons who were on furlough or leave of absence, subject to 
eall for service and ready and willing to serve, all in accordance with the estab 
lished rules and practices usually in effect on railroads. Employees who were 
absent from service on account of sickness or disability were not ready to serve, 
and, therefore, could not meet the terms of this definition. The 1937 act defines 
employment relation to include individuals who are on furlough, sul)ject to call 
for service and ready and willing to serve, or who are on leave of absence or 
absent on account of sickness or disability, all in accordance with the established 
rules and practices in effect on the employer. 

2. Eligibility requirements for receiving annuities have been changcd.—(\a 
Under the 1935 act an employee, in order to receive an annuity, must cease ren- 
dering compensated service to all carriers under that act, but is permitted to 
engage in compensated service for any person or company not a “carrier” under 
that act without losing his annuity for any months during which he renders 
such service. Under the 1937 act an employee is required to cease rendering com 
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he returns to the compensated service of any employer under the 

r of the last person or company by whom he was employed before his 
nity began to accrue (even if such person or company was not an employer 
e the ), he is to receive no annuity for any month in which he renders 


r the 1985 act an employee otherwise eligible may obtain a disability 
ty if is retired by a carrier on account of mental or physical disability. 
r the iv37 act an employee may obtain a disability annuity only if he is 

- I nd totally disabled for regular employment for hire, and is other- 


Ur the 1935 act only an employee who has completed 30 years of service 
‘ i disability annuity. There is no reduction in such annuity. The 
eT a ides, in addition, that an employee may be paid a disability annuity 
erespective of the number of years in his service period, provided he is 60 or 
o. age, but such an annuity will be reduced at the rate of one one- 
eightieth for each calendar month during which he is under age 65 
is annuity begins. 

1985 act does not expressly provide, as does the 1937 act, that an 
eceiving a disability annuity may be required by the Board to fur- 
ah. f ime to time, satisfactory proof of the continuance of disability, as 
defined in the act; and that if, prior to his attaining age 65, such individual 

ers and ceases to be so disabled, his annuity shall cease. 
¢) Under the 1935 act, an individual who is not disabled and who has com 
ted 30 years of service may receive an annuity at any age; under the 1937 act, 

,an individual cannot receive an annuity until he attains age 60. Under both 
acts, such annuities are reduced at the rate of one one-hundred-and-eightieth for 
ach calendar month during which the annuitant is under age 65 at the time the 
uuity begins to accrue. Asa result of this reduction, such an annuity under the 
W385 act is reduced to Zero at age 50, while under the 1937 act the greatest pos- 
sible reduction, at age 60, is one-third. 

3 The 1937 aet changes certain provisions affecting amounts of annuities. 

4) Under the 1985 act no annuity can be based on more than 30 years of serv 

Under the 1987 act no limitation is placed on the creditability of the years 
fservice rendered by an employee after December 31, 1936, up to attainment of 
age 65 

b) Under the 1935 act the annuities of individuals who were employees 
ither on or after August 29, 1935, can be based in whole, or in part, on prior 
vrvice—that is, service rendered prior to March 1, 1936. Under the 1937 act 
nly individuals who were employees on August 29, 1935, can be eligible for 
annuities based in whole, or in part, on prior service—that is, service rendered 
prior to January 1, 1987. The annuities of individuals who were not employees 
i August 29, 1935, can, under the 1987 act, be based only on service rendered 
mand after January 1, 1937. 

Under the 1985 aet, service rendered after age 65 and compensation earned 
for such service, is creditable in all cases, but a reduction in annuity at the rate 
of one one-hundred-and-eightieth per calendar month for each month of such 
vrvice is made for all employees except: (1) Employees between the ages of 
fiand 70 (other than those mentioned in (2) and (3) following) who worked 
after May 31, 1936, under’an agreement to continue in service made with their 
employer and filed with the Railroad Retirement Board; (2) officials in car- 
ner service; and (3) employees’ representatives. Under the 1937 act no re- 
duction in annuity is made for any employee by reason of rendition of service 
after age 65. However, service rendered after age 65 is not creditable and com- 
fensation for such service is not included in calculating the annuity except when 
increases the amount of the annuity. 

(d) Under the 1935 act there is no provision for minimum annuities. Under 
the 1937 act an individual who is an employee at age 65 and has at least 20 
years of service can receive a minimum annuity as follows: If his average month- 
ly compensation is $50 or more, he will receive $40, unless his annuity computed 
cording to the regular formula, is more than $40, in which case he will re- 
ceive the greater amount; if his average monthly compensation is at least $25 
but less than $50, he will receive 80 percent of his average monthly compensa- 
lion; if his average monthly compensation is at least $20 but less than $25, he 
Will receive $20; and if his average monthly compensation is less than $20, he 
Will receive the full amount of his average monthly compensation. Moreover, 
beginning on January 1, 1942, the minimum annuity for an individual under 
the Railroad Retirement Act will be the amount by which the old-age benefit 
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payment under the Social Security Act (based only on compensation included 
under that act) is less than such old-age benefit payment would be if his com- 
pensation under the Railroad Retirement Act earned after December 31, 193 
were also included as compensation under the Social Security Act 

4. The death benefit is changed in three important respects.—(a) Under the 
1935 act a death benefit is payable only with respect to the death of an individyg| 
who was receiving or was entitled to receive an annuity at the time of his death 
Under the 1937 act a death benefit is payable with respect to the death of any 
individual who rendered compensated service after December 31, 1936, for gy 
employer under the act, regardless of whether he was receiving or entitled t, 
receive an annuity at the time of his death. 

(b) Under the 1935 act the death benefit is an annuity equal to one-half thp 
annuity which the employee was receiving or entitled to receive at the time of 
his death, and is payable for 1 year after the first day of the month in which 
the death occurred. Under the 1937 act the death benefit is a single payment 
and is equal to 4 percent of the compensation earned as an employee after 
December 31, 1936 (excluding compensation in excess of $300 in any one month) 
less the aggregate amounts of any single life or joint and survivor annuities 
that may have been paid or payable. 

(c) Under the 1935 act the death benefit is payable to the surviving spouse of 
the deceased employee or, if there be no surviving spouse, to his dependent next 
of kin. Under the 1987 act the death benefit is payable to the person or persons 
designated by the employee in writing filed with the Board prior to his death or, 
if there be no surviving designated person or persons at the time the henefit is 
payable, to his legal representative. 

5. The Railroad Retirement Act of 1987 takes over certain individuals from 
the private pension rolls of employers under the act.—The 1935 act required the 
Railroad Retirement Board to investigate the desirability and practicability of 
extending the Railroad Retirement Act to include individuals not covered by 
that act who were on the private pension rolls of carriers, but did not provide 
for the actual transfer of private pensioners into the railroad retirement system 
Under the 1987 act provision is made for the payment of pensions out of the 
Treasury of the United States to individuals who, by reason of their employ- 
ment, were on the pension or gratuity rolls of employers on March 1 and July 1, 
1937, and who were not e.igible for annuities on July 1, 1937. If eligible for 
annuities on July 1, 1987, they would receive pensions, subject to later adjust 
ment, until their annuities were adjudicated but in no case later than October 
1, 1987. These pension payments began on July 1, 1987, are equal in amount t 
the individual pensions or gratuities granted by employers, without diminution 
by reason of any general reduction or readjustment after December 31, 1930 
and cannot exceed $120 per month. 

6. The 1937 act establishes the Railroad Retirement Account in the Treasury of 
the United States.—The 1935 act authorized the appropriation of such money 
from time to time out of the Treasury of the United States as may be necessary 
to carry this act into effect. Such a cash disbursement basis would encounter 
serious difficulties whenever it became necessary to make extraordinary (is 
bursements owing to the inevitable occurrence of year-to-year contingencies and 
to the increased level of disbursements required for many years after the crea- 
tion of the retirement system. The number of retirements varies from year to 
year, depending largely on the effects of changes in general economic condi 
tions on retirements. Furthermore, at the beginning of the retirement system 
variations are accelerated by the previous accumulation of a relatively large 
number of employees eligible for retirement. Mortality rates and the length of 
life after retirement will also vary, but within narrower limits. Moreover, for 
a number of years disbursements will rise, due to an increasing number of etl 
ployees who will attain retirement age and to the fact that some of the con 
siderable number of individuals who attain retirement age will survive for 
periods-as long as 20 or more years. Unless reserves are provided in the earlier 
years this increasing need for disbursements will require a rising level of annual 
appropriations from Federal funds 

The Railroad Retirement Act of 1937, following the precedent of the Social 
Security Act, establishes, in substantially the same language, a Railroad Retire 
ment Account to which there is authorized to be appropriated for each fiscal yea, 
beginning with the fiscal year ending June 30, 1937, as an annual premium a0 
amount sufficient, with a reasonable margin for contingencies, to provide for he 
payment of all annuities, pensions, and death benefits in accordance witli the 
provisions of this act and the Railroad Retirement Act of 1935. Such amount 
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shall be based on such tables of mortality as the Railroad Retirement Board 
el all from time to time adopt, and on an interest rate of 3 percent per annum 
compounded annually. Gays 

The amount of annual appropriations to the Railroad Retirement Account will 
depend on the experience that develops under the 1937 act, and the basis of 
premiums must necessarily be recomputed from time to time to make allowances 
oe differences between estimates and actual experience. Among the most im- 
portant factors affecting this experience will be age of retirement and of entry 
into service ; rates of mortality before and after retirement, of becoming perma- 
gently and totally disabled, and of withdrawal from the industry ; changes in 
compensation according to age and length of service; and changes in the volume 
of employment and in wage levels resulting from variation in general economic 
onditions. The creation of contingent reserves under the 1937 act is intended 
1) avoid the need for extraordinary measures to provide the annual disburse- 
qents required for annuities, pensions, and benefits. 

Under the 1937 act it is the duty of the Secretary of the Treasury, at the 
request and direction of the Board, to invest such amounts credited to the 
acount as are not immediately required for the payment of annuities, pensions, 
and death benefits in interest-bearing obligations of the United States or in 
obligations guaranteed as to both interest and principal by the United States. 
§ecial obligations to bear interest at the rate of 3 percent per annum may be 
aquired for the account only on such terms as to yield not less than 3 percent 
per annul. 

1. The 1987 act makes a considerable number of changes affecting administra- 
tin —(a) The 1985 act does not explicitly state under what circumstances 
vrvice rendered outside the United States is creditable, nor the circumstances 
wder which service rendered in the United States for an employer conducting 
mrt of its business outside the United States is creditable. The 1937 act ex- 
pressly provides that service rendered for employers who conduct the principal 
wrt of their business in the United States is creditable, no matter where rendered, 
wd that service rendered for other employers is creditable only if rendered 
within the United States. 

(b) Under the 1935 act, when an individual claimed to have rendered creditable 
ervice hany years ago, it was often necessary to secure and examine old records 
to determine whether his employer was, at the time such service was rendered, 
acarrier within the meaning of that act. This involved a laborious search into 
past records to determine the date on which such employer first became a carrier, 
ind it became necessary to determine in many cases the date on which such 
auployer first became subject to the Interstate Commerce Act. The 1937 act 
timinates this problem by providing that service by an individual rendered for 
‘company, which was an employer under the act on August 29, 1935, or for a 
arrier which was a predecessor of such a company is creditable, regardless of 
Whether the company was such an employer when the service was rendered. 

(¢) Under the 1935 act “compensation” is defined in terms of the receipt of 
money remuneration, whereas the 1937 act defines compensation in terms of 
the earning of money remuneration, thus making it clear that money remunera- 
ton, earned but not paid, for service to an employer is “compensation.” The 
i) act is not explicit in its exclusion from compensation of tips, and taxes on 
tuployees’ compensation paid by the employer without deduction from the em- 
jloyees’ pay ; the 1937 act expressly excludes these from “compensation.” The 
W835 act excludes from “compensation” without any explicit distinction pay- 
hents received on account of sickness or disability, while the 1937 act expressly 
ucludes remuneration paid for time lost as an employee. 

(¢) Under both the 1935 and 1937 acts, it is provided that, in computing an 
inuity, the average monthly compensation for the 8 years, 1924-31, should be 
ted for all years of prior service. The 1935 act did not explicity provide, as 
pres the 1937 act, that where service during the 8 years, 1924-31, is, in the 
idgment of the Board, insufficient to constitute a fair and equitable base, the 
Poard shall determine the average monthly compensation in such manner, as, 
Plits Judgment, is just and equitable. 

‘°) Under the 1985 act, no more than 30 years of service can be used as the 
multiplier in caleulating the annuity, but if an individual has more than 30 
tars of service all of it must be included in calculating the average monthly 
empensation. As a result, it is frequently necessary to prove service from 

tords as far back as 1887, even though the service in excess of 30 years cannot 
€used as part of the multiplier and, therefore, cannot have any appreciable 
fect on the amount of the annuity. Under the 1937 act, no greater amount of 
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service prior to January 1, 1937, is ever taken into account in computing the 


average monthly compensation than is necessary to bring the total se; 
30 years. : 
(/) The 1937 act authorizes the Board, as the 1935 act did not. 


are required to be made. 


(7) Under the 1935 act annuity payments due at the time of an employee's 
death had to be paid in all instances to his estate in accordance with the |yws 
of the State in which he was domiciled at the time of his death. Under the 1997 
act, such annuity payments are to be made to a surviving spouse, if such spouse 
is entitled to an annuity under a joint and survivor election; otherwise. they 
are to be paid to the person or persons designated by the employee in « writing 
filed with the Board prior to his death; and, if there be no such surviving 


spouse or designated person, to the legal representatives of the employee. 


(h) The 1935 act does not include any provisions which would prohibit or 
prevent the making of joint and survivor elections by individuals having Jess 
than an average life expectancy. The 1937 act requires that on and after Janu. 
ary 1, 1988, no individual can make an election of a joint and survivor annuity 
unless he furnishes proof of health satisfactory to the Board, or unless he makes 
his election at least 5 years before the date on which his annuity begins to 
accrue. Any such election made under the 1937 act is inoperative if the annuity 


is based on total and permanent disability and 30 years of service. 


(i) The 1935 act does not expressly provide, as the 1937 act does, that if an 
incorrect amount of annuity or pension is paid, proper adjustment shal! be made, 
under regulations of the Board, in connection with subsequent payments to the 
same individual and that recovery of erroneous payments may be waived under 
certain circumstances if, in the judgment of the Board, such recovery would 


be against equity and good conscience. 


(j) The 1985 act did not expressly provide, as the 1937 act does, that the 
Board may delegate to any of its employees the power to make decisions on 
applications for annuities or death benefits, and that any person aggrieved by 
the decision of an employee of the Board shall have the right to appeal to the 


Board. 


(k) The 1937 act creates an actuarial advisory committee to examine the 


actuarial reports and valuations made by the Board. 
* * . * * * . 


8. The 1937 act eliminated certain administrative difficulties which had been 


encountered in the operation of 1935 act.—The most important provisions 0 


the 1937 act in this connection are (a) the provision that no more than 30 years 


be used in determining average compensation for prior service, thus eliminatin 
the necessity of verifying service which could not be used as part of the multi 
plier in computing the annuity; (b) the provision eliminating the necessity fo 
determining, in many cases, whether a company with which service is claime 
was an employer, within the meaning of the act, at the time such service wa 
rendered; and (c) the elimination of the provision in the 1935 act that annuiti 


be reduced in cases where service was rendered between age 65 and 70 (unless 


an agreement to continue in service, made with the employer, had been fil 
with the Board) and where service was rendered after age 70. 

* . s 7 7 * ‘ 

9. The 1987 act added a large number of important duties which involve co 

siderable additional work for the Board.—(a) One of the most important an 
urgent of these is the transfer of private railroad pensioners to the Federa 
rolls. Another is the increase in the number of employees covered by the act @ 
a result of the change in the definition of “employment relation” which wa 
expanded to include individuals who were absent from work on account of sick 
ness or disability (in accordance with the rules and practices in effect on th 
employer). No exact count of the number of persons affected by this change} 
available, but it is probable that between six and eight thousand such perso 
became qualified for annuities immediately upon passage of the act. The in 
clusion of a provision for the payment of disability annuities to individual 
between 60 and 65 years of age, who are otherwise eligible, even though the 
have not completed 30 years of service, increases the number of persons eligibl 
for disability annuity payments. 

* * * * * . + 
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») The work of the Board is increased by the provision in the 1937 act that, 
in addition to retiring from all employers under the act, an individual must 
giso stop Working for, and relinquish all rights to return to the service of, the 
ast employer by whom employed at the time his annuity begins to accrue, 
whethe ror not an employer under the act; and no annuity is payable for any 
wonth during Which the annuitant renders service for such employer. This 
change necessitates additional administrative supervision to insure proper 
enforcement 

ic) Since the death benefit under the 1937 act is applicable to every em- 
ployee who earns creditable compensation after December 31, 1936, and the 
act permits each employee to designate, in a writing filed with the Board prior 
w his death, the person or persons to whom the death benefit shall be paid, it is 
neessary to provide for the filing of such designations * * *. The num- 
wr of such employees is at present in excess of 1,500,000, and the number of 
jeaths of such employees will approximate 15,000 a year. Under the 1935 act, 
the number of deaths for which death benefits would be payable will approxi- 
gate 2,000 or more per year, 

d) Under the 1937 act, an election of a joint and survivor annuity cannot be 
made on or after January 1, 1938, unless satisfactory proof of health is fur- 
sished, or the election is made at least 5 years before the annuity begins to accrue. 
inorder to enable employees who expect their annuities to begin to accrue within 
the next 5 years to make joint and survivor elections, if they so desire, without 
furnishing proof of health, the Board had to give them an opportunity to make 
wh elections before January 1, 1988. 

* * * ” ” * . 


e) By allowing credit for service prior to January 1, 1937, only to individuals, 
otherwise eligible, who were employees, as defined in the act, on August 29, 
5, the act made it necessary for the Board to determine, in each case where 
edit for prior service is claimed, whether or not the individual was, on 
August 29, 1935, in the service of, or in an employment relation to, an employer 
wder the act. In cases where an individual was not in active service on August 
%, 1935, credit for as much as 30 years’ service might hinge upon whether or 
wt the individual had, on that date, an employment relation, as defined in the 
wt. The problem of determining the existence of employment relation, which 
had been difficult under the 1935 act, became accentuated under the 1937 act, 
ieause its existence had to be established with respect to one particular date. 

(f) Considerable additional work for the Board is entailed in securing and 


fling current reports of employees’ monthly compensation as provided for in the 
M87 act. 


The Carriers Taxing Act of 1937 

On June 29, 1937, the Carriers Taxing Act of 1937 was enacted, 
dective January 1, 1937. The 1935 Taxing Act, which had been de- 
tired unconstitutional, had been effective from March 1, 1936, to 
February 28, 1937. The main provisions of the 1937 Taxing Act 
mill be summarized here (for details see appendix A), followed by 
‘comparison with the 1935 act. 

Provisions —The coverage of the Taxing Act was identical with 
that of the 1987 Retirement Act, both as to employers and employees. 
The following equal income taxes from employees and excise taxes 
fom employers were to be collected as of January 1, 1937, based on 
ployee compensation not in excess of $300 per month: 
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In addition, provision was made for the following income taxes 
on the compensation not in excess of $300 per month of employee 
representatives ; . 


Am 
the 
secu 


Percent 
I ont os cthtieea daaieecbaaeenraamare came si 
Fh AEE i cadecaitewesipeagle ala a inl ne ; Vy. A 
Rie ide coca ase as renege ona Cee ncsacheeteeee Neate — 
CO | a a eS eee Mise 
5. 1949 onward_-_----------------------------------------------- - In 
The employee tax was to be deducted from the employee's compensa. Taxi 
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from the employer by the Bureau of Internal Revenue and paid inty the a 
the United States Treasury as internal revenue collections, altho 
Section 9 removed railroad employment (i. e., all employment in M 
covered by the Carriers Taxing Act of 1937) from taxation under title svi 
VIII of the Social Security Act, and required the Treasury to esti- ing p 
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mate, every 3 years, the reduction in the amount of taxes collected 
under the Social Security Act by reason of this exclusion. 

The 1937 act repealed the 1935 Taxing Act. Taxes collected under 
the latter were to be refunded, except the amounts equaling the taxes 
imposed by the 1937 act for the overlapping period of the two acts 
(January 1, 1937-February 28, 1937). 

Comparisons with Carriers Taxing Act of 1935.—The new Taxing 
Act brought about four major changes, as compared with the 1935 act: 


(1) A permanent schedule of taxation was established, compared to As 
the 1935 act which only established a tax rate for 1 year. The perma-J eitio 
nent schedule was made possible because in the interim between thei posal 
two acts the Railroad Retirement Board had been able to utilize the # Se 
railroad industry studies of the Federal Coordinator of Transporta- panio 
tion to make actuarial estimates of the costs of a railroad retirement ative 
system. (2) As compared to the 1935 act provisions, the 1937 act Presic 
lowered the tax rates for the early years. The 1935 act had a total tay order 
rate of 7 percent, while the 1937 act collected 514 percent for the first Unite 
% years, rising by one-half of 1 percent steps at 3-year intervals, to countr 
714 percent in 1949. The new tax rates were estimated to yield 7.1/9 aclus 
percent in perpetuity, as compared with the 7-percent yield of the 19a Cow 
act. Precedent for the graduated tax rate existed in the tax provisionsfam Retire 
of the Social Security Act. (5) The effective date of the 1937 act was vera 
January 1, 1937, rather than March 1, 1936. This meant that the taxgygy Were 
yield of the two acts would be substantially the same in perpetuity gy "ses \ 
(4) The scope of the 1937 act extended the coverage to all employees @puiv 
of United States railroads, irrespective of the location of their ena ploy 
ployment, and to the standard railroad organizations, (as employersjim The 
and their employees. The Be 
Summary oes 

The enactment of the Railroad Retirement and Carriers Taxing Acts of yp 
of 1937 brought a measure of social progress to the railroad industry rads . 
of the United States. The goal of a minimum old-age security for this jun, ¢) 
segment of the working population had been attained. Parallelingi ind o4] 
the movement for an industry retirement system for railroads, WASH of the 
the movement for a Nation-wide industrial social security system evelude 
The publicity given to the railroad workers’ attempts in this spher@i this ap 
must have influenced other groups in the Nation. The pioneer! Qi indyse 
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imerican public to the need for effective old-age protection, leading 
the President to appoint a committee to study the need for old-age 
curity after he had approved the Railroad Retirement Act of 1934. 


y, AMENDMENTS TO THE RAILROAD RETIREMENT AND TAXING ACTS OF 1937 


Viscellancous amendments 1937-45 


In the period from the passage of the Railroad Retirement and 
Taxing Acts of 1937 to the so-called Crosser amendments in 1946, 
various Members of Congress introduced a variety of bills to amend 
the acts. Congress took no action on the great majority of these bills 
though it did enact some minor changes respecting railroad service 
in Mexico, employees of coal mines controlled by railroads, military 
wrvice credits, designation of beneficiaries, and provisions for obtain- 
ing prior service employee records. 
Railroad service in Mexico.—Vhe first amendment to the Retirement 
wd Taxing Acts of 1937 became law on June 11, 1940. Service ren- 
dered to the Pullman Co. and Railway Express Agency, both of which 
jad offices or conducted operations in Mexico, was creditable under 
the Retirement Act and the wages of Mexican workers for such service 
were taxable under the Carriers Taxing Act. However, Mexican law 
jid not permit such taxes to be deducted from the earnings of 
Mexican citizens. 
Asa result of this situation, the Railway Labor Executives’ Asso- 
jation and the Association of American Railroads agreed to a pro- 
posal introduced March 20, 1940, by Senator Wheeler, of Montana, 
as Senate Joint Resolution 234, Seventy-sixth Congress. Its com- 
panion measure, House Joint Resolution 496, introduced by Represent- 
itive Lea, of California, eventually was enacted and signed by the 
President. This resolution amended the provisions of both acts in 
order to exclude from coverage noncitizens and nonresidents of the 
United States while working for an American railroad in a foreign 
cuntry whose laws require the employment of its own citizens 
exclusively. 
Coal mining coverage.—lIn its early years of operation, the Railroad 
Retirement Board found it necessary to rule on a great number of 
wverage cases, to decide what companies and employments were or 
were not covered by the acts. Among these complicated coverage 
tases were those with respect to employees working in the so-called 
ptive coal mines, owned and operated by railroads. Were such 
mployees a part of the coal-mining industry or the railroad industry ¢ 
The Board ruled that the act legitimately covered such employees. 
The Board rested its decision on the language of the act which included 
werage of employees working for companies owned or controlled by 
nilroads. Both railroad management and the United Mine Workers 
of America vigorously protested this decision, however. The rail- 
tmds suggested, as one solution to this admittedly complicated prob- 
em, that the Board should adopt an industry interpretation in this 
ind other decisions concerning coverage, so that coal mining as a part 
of the coal industry rather than the railroad industry, would. be 
cluded from coverage. Of course it was quickly pointed out that 
this approach would provide no real solution to the problem. An 
inlustry interpretation would necessitate including railroads pre- 
3349453—pt, 1——-8 
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viously excluded from coverage under the act because they 


were no with 
common carriers by railroad subject to the Interstate Commerce aa serv 
Just as it was possible for railroad operations to involve a part of i 
other industries—as in the case of railroad plant-facility operations he @ 
concerned with steel, coal-mining and other manufacturing ente each 
prises—so also was it possible for other operations not covered by the also t 
Railroad Retirement Act, such as transit systems, to be a part of the made 
railroad industry. hic 
The only permanent solution seemed to be an amendment to the ge cies | 
which would specifically exclude coal mining from coverage. Repre- Roar 
sentative Lea introduced such an amendment on May 29, 1940 (H.R. amen 
9935, 76th Cong.). On the same date Senators Wheeler and Schwart; De. 
introduced §. 4070 (a companion bill to H. R. 9956) and the amend- on A 
ment became law August 13,1940. It excluded coal mining from coy. the b 
erage of the act and also provided that it was not to be construed as tirem 
congressional approval or disapproval of the Board’s prior decisions As 
with respect to coverage. right 
Military service credit.—It was recognized that the inclusion of to ad 
creditable military service toward eligibility for annuities would ignat 
have the effect of increasing the cost of the railroad retirement system, the e: 
The various groups concerned agreed that the cost of crediting mili- ceive 
tary service should be borne by the Federal Government. Adminis- The 
trative problems included methods of cbtaining information for i tion 
verifying military service claims and to prevent duplication of pay amen 
ment for the same military service. These items were being given benefi 
consideration in 1939. amen 
At the suggestion of the War Department, attempts were made to 3 of his 
draft a bill for a separate Military Service Act, under which military 3 clude: 
service would be credited under the Railroad Retirement Act or the 3 desigi 
Social Security Act. The chief draw-back to such legislation was the J was 1 
fact that credit for any service (industrial or military) under the § beneti 
Social Security Act would not include any service prior to January Pri 
1, 1937, while credit for military service under the Railroad Retire- J obtain 
ment Act could include service as far back as the Spanish-American J ners, | 
War, for example. Consequently, the effort to draft a single measure HM ongr 
for military service credit covering both social security and railroad Wh 
retirement was abandoned. prior 
On August 27, 1940, Representative Doughton, of North Carolina, gj could 
introduced H. R. 10413 (76th Cong.) , the Second Revenue Act of 1940, 3M silted 
section 6 of which provided for the crediting, under the Railroad jj ation 
Retirement Act, of military service rendered before January 157.g@ month 
On September 12, 1940, Senator Vandenberg, of Michigan, introduced jj mplo 
a general amendment to this bill, providing military service credit forjjj «atren 
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epenpreaent insurance and old-age insurance under the Social Sect 
rity Act and the Railroad Retirement and Unemployment Insurance 
Acts. On October 8, 1940, the President signed the Doughton bill. 

During the next year a number of bills to extend military servic 
credit under the Railroad Retirement Act were introduced, but it wa 
not until the enactment of Representative Crosser’s bill, H. R. 635! 
(77th Cong.), on April 8, 1942, that future military service credi 
became integrated with the earlier amendment. 

The revised amendment included past as well as future military 
service in the armed services of the United States. With respect t 
creditable military service before 1937, the Treasury was to be charge 
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vith the difference between the amount of the annuity without military 
ervice and the amount including such service. With respect to mili- 
‘ary service after 1936, the Federal Government was obligated to pay 
the equivalent of both the employer and employee taxes on $160 for 
nach month of sueh military service. If the same military service was 
also the basis for benefits under another act of Congress, provision was 
made for reducing the benefits under the Railroad Retirement Act 
yhich were based in part on military service. All Government agen- 
ces having military service information were directed to furnish the 
Roard, on request, with the information necessary to administer the 
amendment. 

Designation of beneficiaries —Included in H. R. 6387, as enacted 
on April 8, 1942, were provisions with respect to the designation of 
the beneficiaries of the death benefit payable under the 1937 Re- 
tirement Act. 

A specific provision of the 1937 act gave railroad employees the 
rght to designate beneficiaries, This provision had proven costly 
) administer, involving as it did the handling of Sie of des- 
ination forms, and in cases where no designation had been made, 
the examination of various State laws to determine who should re- 
ceive the death benefit. 

The Railroad Retirement Board had suggested that the designa- 
ion forms and examination of State laws be eliminated by an 
amendment to the act, spelling out the persons to whom the death 
ienefits should be paid. Railway labor, however, viewed such an 
umendment as an infringement of the employee's right to dispose 
of his money as he saw fit. Consequently H. R. 6387, as enacted, in- 
duded a provision which continued the right of the employee to 
designate a beneficiary or beneficiaries, and if no such designation 
was made, the specific order of certain relatives to whom the death 
tenefit should be paid. 

Prior service resolution.—The 1937 act gave the Board power to 
dbtain records of service and compensation before 1937 from the car- 
ners, but early operations under that act indicated the need for further 
wngressional action with respect to the collection of prior service data. 
When annuity claims were filed which included service rendered 
por to 1937, such service had to be verified before the annuity 
wuld be paid. Serious delays in the awarding of annuities re- 
ulted when records as far back as 1890 had to be searched. Verifi- 
ation could not begin until the claim was filed, and frequently took 
wonths to complete. During the months of waiting, many retired 
mployees were without any source of income and many cases of 
«treme hardship resulted. 

A compilation of all prior service records for those employees who 
ud worked or had an employment relation on August 29, 1935, was 
ibviously needed. With these records readily available before claims 
were filed, the long delays for verification would be eliminated. The 
uct gave the Board the authority to require the railroads to compile 
uch records. The Board and railroad management agreed that the 
htter would verify the service before 1937 at a fixed price of 50 cents 
et year of service verified. On May 28, 1940, Senator Johnson, of 
of Colorado, introduced Senate Joint Resolution 267 (76th Cong.), 
uthorizing the Board to use funds from the Railroad Retirement Ac- 
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count to acquire prior service records on this basis. On June 12, 94) 


Representative Lea introduced a companion measure, House Joins ~ 
Resolution 569. On October 9, 1940, Senator Johnson’s resoliition bp Tl 
came law (Public Resolution No, 102, 76th Cong.), authorizing thp 
Board to make the necessary agreements with the railroads and to pay et 
for such compilation of prior service records from a special fund of oe 
S9 million, set aside from the amounts appropriated to the Railroad the 
Retirement Account. A deadline of June 30, 1943, was placed on pay a 
ments from the special fund, but since the compilation of records was Rot 
interrupted during the war, this deadline was extended to June 3), “its 
1945, by a further joint resolution (Public Law 376, 78th Cong.) a 
approved June 28, 1944. i 
VI. THE CROSSER AMENDMENTS OF 1946 7 ca 
The setting 1 
In the period between the passage of the Railroad Retirement Act Dai) 
in 1937, and 1945, more than $0 amendatory bills were introduced into y 1 
l 


the House of Representatives alone. Naturally, most of these sug- 
gested changes to the act emanated from employee groups. Railroad 
labor in its national conventions, mutual meetings, divisions and local pe 
lodges constantly had been discussing the retirement system and had res 
passed many resolutions suggesting improvements. Retir 
As early as September 1939, the Railway Labor Executives’ Agso- — 
ciation began consideration of certain amendments to this legislation. we 
On May 13, 1940, the minutes of an association meeting of tliat date the 


amen 


show that a committee was appointed to study the many amendments at 
then under consideration. ‘This committee soon became convinced insur 
that the job of amending the acts along desirable lines could not be By 
done on a piecemeal basis. Each change in the act had to be judged oo 
in relation to other possible alternatives. Consequently, in February une 
1942, the same committee began a comprehensive review of the strue- pe 
ture of the acts (it should be noted that a Railroad Unemployment Hye’ 
Insurance Act had been enacted in 1938, effective July 1, 1939. Quite ye" 
naturally, the Railway Labor Executives’ Association committee was ud fo 
concerned with reviewing not only the Railroad Retirement and Car- pee 
rier Taxing Acts but also this Unemployment Insurance Act). Sd 


Considering the need for amending the Railroad Retirement and 
Carriers Taxing Act, this committee naturally took into account . 3 
very large number of suggested amendments that were being received ae 
from railroad employees all over the country. After weighing thee Hj 


ons 


* . . . . . . strong 
yarious suggestions and eliminating those which it felt to be least 

j ; Bias e oN 
desirable or necessary, the committee recommended to the association MM 



















a list of proposed amendments to the acts. These recommendations ; 
were adopted by the Railway Labor Executives’ Association, which gj /nni 
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27'The principal sources consulted with respect to the Crosser amendments were 
Annual Reports, Railroad Retirement Board, 1943—47 ; Schreiber, David B., op. cit., ch. \ 
and appendix B: Youse Committee on Interstate and Foreign Commerce hearings on H. 
1362 (79th Cong., 1st sess.), pts. 1, 2, and 3, January 31—April 26, 1945, 1254 pages 
Senate Committee on Interstate Commerce subcommittee hearings on 8. 298 (79th Cong. 
Ist sess.), July 23-26, 1945, 558 pages: House Committee on Interstate and Foreign 
Commerce Report to Accompany H. R. 1362 (H. Rept. 1989, 79th Cong., 2d sess.). 
9. 1946. 77 pages; Senate Committee on Interstate Commerce Report to A‘ 
H. R, 1362 (S. Rept. 1710, 79th Cong., 2d sess.). July 12, 1945, 27 pages ; Myers, Ro 
Report to the Committee on Interstate and Foreign Commerce on Actuarial Cost 
mates for H. R. 1362 (committee print). March 14, 1946; 92 Congressional Re 
6604-6613, 7212-7252, 8260-8297, 9978-10014, 10121-10139, 10152-10172, 10316-10: 
(1946). 
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instructed the committee to draft a bill embodying these proposed 
changes. : ‘ rc : : 

The Annual Report of the Railroad Retirement Board for 1942 lists 
the following studies as being in process: (1) Amending the Railroad 
Retirement Act by liberalizing the conditions under which annuities 
ve paid to individuals permanently unable to work. (2) Amending 
the Railroad Retirement Act by adding annuities for surviving de- 
yendents of annuitants and employees. (3) Amending the Railroad 
Retirement Act by adding a new disability benefit for injuries and 
veeases arising in the course of employment. (4) A series of minor 

vestigations dealing with simplification and liberalization of the 

imi annuity provisions, clarification of coverage and employ- 
relation rules, simplification of wage crediting and reporting 
edures, and the adoption of uniform methods for administration 
| judicial review of all benefits administered by the Board. 
Railway labor recommendations 

The 1942 association committee recommendations had included 
amendments to the acts with respect to survivor benefits, disability 
provisions, prior service entitlement, redcaps, employee and employer 
coverage, pay for time lost, tax collection, court review of Railroad 
Retirement Board decisions, and tax increases. The association com- 
nittee and its counsel decided to lump all of the proposed amendments 
nto an omnibus bill, which would require a complete rewriting of 
the Railroad Retirement Act of 1935, the Railroad Retirement Act 
of 1937, the Carriers Taxing Act of 1937, the Railroad Unemployment 
Insurance Act, and the amendments to each which had been made. 

By the fall of 1942, this draft had been completed and was printed 
as Senate Committee Print No. 1, dated September 25, 1942 (77th 
(ong., 2d sess.). It was divided into a number of titles each dealing 
with a separate subject, such as benefits, taxing, and administrative 
provisions. It included proposals for an entirely new system of 
wrvivors, sickness, maternity, and workmen’s compensation benefits, 
wd for the assumption by the Railroad Retirement Board of the func- 
tion of collecting taxes levied to finance these systems. This draft 
reeived wide distribution among interested groups, including Mem- 
ers of Congress, the Association of American Railroads, and the two 

ons Which were no longer affiliated with the Railway Labor Execu- 
ives Association—the Brotherhood of Railroad Trainmen and the 
hrotherhood of Locomotive Engineers. These last two unions were 
strongly opposed to the proposed workmen’s compensation system on 
ie grounds that their members preferred to remain covered under the 
«isting Federal Employer’s Liability Act. 

Innibus bills introduced 

After considering the various criticisms that were made of the first 
inft,a second committee print (Senate Committee Print No. 2, 78th 
tong.) was distributed in the fall of 1943. On May 11, 1944, Sena- 
tr Wagner joined with Senator Wheeler, of Montana, in introducing 
8. 1911 (78th Cong.), which embodied the provisions of the second 
‘mmittee print, but excluded the workmen’s compensation provi- 
wis, No action was taken by Congress on this bill. On May 15, 1944, 
H.R. 4805 (78th Cong.), was introduced by Representative Crosser. 
This omnibus bill would have completely revised the Railroad Retire- 
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ment and Unemployment Insurance Acts, and the Carriers Taxing Aw 
Hearings on H. R. 4805 before the House Committee on Interstate anq 
Foreign Commerce transpired on May 28, 24, 25, 31, and June 1, 1944 om 
A transcript of these hearings was not printed and no further actioy, W 
was taken on H. R. 4805. han 
During these hearings members of the House committee questioned L 
two aspects of the omnibus bill. The new review provisions wer re 
viewed as likely to deprive an employee of his right to have the cour, 
review the Board’s conclusions of the facts. This provision of the ve 
bill would have eliminated the intermediary step of review of thy 
Board’s decision by Federal district courts, and would have carried 
such review directly to a Federal circuit court of appeals. Proponents Hj tc ' 
of the bill quickly pointed out that neither the Federal district 
nor the Federal circuit court of appeals had the authority to review hi 
an agency’s conclusion on the facts and that the court’s jurisdiction 
in all such cases would be limited to reviewing the agency's applica efi 
tion of the law to its findings of fact. In the view of one member of 
the House committee, the constitutionality of the act would have be ance 1 
in serious jeopardy through the lumping together of the t , relat 
benefit provisions under one omnibus bill. While this factor had beer 
the basis on which the 1934 Retirement Act had been declared w 
constitutional, it was pointed out during the hearings that the Rail Was 1 
road Unemployment Insurance Act, which included both taxing and those 
benefit provisions had not had its constitutionality questioned, and Hyp" 
the more recent decisions of the Supreme Court with respect to the Mjvan 
Social Security Act indicated that it no longer held such views J*)0!! 
(Stewart Machine Company v. Davis, 301 U.S. 548; Helvering v. _ dhe 
Davis, 301 U. S. 619: Carmichael v. Southern Coal Company, 301 benielit 
U. S. 495). midow 
Abandoning the omnibus approach, on December 16, 1944, Repr parent 
sentative Crosser introduced a new bill, H. R. 5625, 3 days before gm! 
the adjournment of the second session of the Seventy-eighth Cor employ 
gress. The approach of this bill was similar to earlier amendments im" bi! 
of the existing acts, since it would have inserted new language ing’! 
some sections and would have stricken existing language from othergjme™*! © 
sections of the act. It was much shorter than the omnibus bill but . th 
contained the substance thereof. It was not expected that any action”! 0" 
would be taken on the bill during the last few days of the session; thegggy'™ 
purpose in introducing the bill was to serve notice of action to be ptt. 
expected at the beginning of the next Congress. Indiv 
On January 11, 1945, Representative Crosser introduced H. Rg’ in 
1362 (79th Cong.), which was substantially the same as the one haga: 
had introduced less than a month earlier. The companion bill 5. 2:3gggpcunt 


(79th Cong.) was introduced in the Senate on January 15, 145, by . Di 

Senator Wagner for himself and Senator Wheeler. ” 7 
wor 

Hearings on the Crosser bill han 30 


Hearings on H. R. 1362 by the House Committee on Interstate aNQiailroad 
Foreign Commerce were held January 31, February 1, 2, 6-9, 13-16, 2) iors of 
28, March 1, 2, 6-9, 13-16, 20, 21, and April 18-20, 24-26, 1945. It 13s an 
clear that a complete record of the positions of the proponents andr. | 
opponents of the bill was developed in these hearings, for the printe¢ inful 
record of the hearings ran to 3 volumes and covered 1.254 pageS@Dut ynq 
The Senate hearings on S. 293, which were held July 23, 24, 25, an 
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45, were viewed as supplemental to the House hearings since 


no attel was made to present a wholly new case before the Senate 
ommiuttee. . ; 

While the bill itself ran to 16 closely printed pages, the major 
hanges suggested in the bill can be reviewed under 7 main headings. 


ms or benefits —Under the existing law when an individual 
red, if he was in good health, or 5 years before his retirement, 


ould make an irrevocable election to have the value of his annuity 

verted into a joint-and-survivor annuity payable to himself and 

viving spouse. No benefit accrued to the survivor unless 

employee himself had retired and had accrued an annuity, 

value of which could be applied to protect his spouse if she 
rvived him. 

lhe only other provision of the existing law, pertinent to survivor 

, provided that a lump sum was payable to a designated 

eficiary amounting to 4 percent of the employee’s taxable earnings 

e 1937 (roughly equivalent to his contributions with an allow- 
nee for interest) less any annuities paid to the employee. For the 

tively small number of employees retired under the 1935 act, the 

benefit payable to their survivors consisted of an annuity equal 
half the employee’s annuity, payable for 1 year only. There 

0 provision for continuing care for the widows and children of 
those Who died before reaching retirement age, for aged dependent 
ments of such individuals, nor for surviving spouses at the more 
ulvanced ages, except as it was provided through the application for 

)jot-and-survivor annuity. 

fhe 1939 amendments to the Social Security Act provided monthly 
iuefits to insure individuals of protection for their aged widows, 
vidows with children in their care, children, and aged dependent 
wrents. The Crosser bill sought to provide similar benefits for the 
urvivors of railroad employees. Since the taxes paid by railroad 
uployees were higher than those paid under the Social Security Act, 
tle bill had been drafted to provide survivors’ benefits roughly 25 
yreent higher than those provided by the Social Security Act. In 
wer to provide adequate return to employees who had service under 
wth the Social Security Act and the Railroad Retirement Act, the 
ull computed the survivor benefits taking into account service in the 
nilroad industry and any service rendered under the Social Security 
Act, 

Individuals who die while being currently connected with the rail- 
ml industry were to be paid under the Railroad Retirement Act, 
Hiereas the survivors of others were to be paid under the Social 
Recurity Act. 

2. Disability annuities—Under the Railroad Retirement Act of 
Hv a railroad employee who was permanently and totally disabled 
for all regular work was not eligible for an annuity if he had less 
lan 30 years of service and was less than 60 years old. But in the 
ilroad industry many people in special occupations, after many 
tars of service, beeame unable to perform the work of those occupa- 
bois and thereupon had no reasonable chance to get any other kind of 
wrk. For all practical purposes they were unable to perform any 

inful service when they were disqualified for their particular jobs. 
but under the 1987 act they had to be so disabled as to be physically or 
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mentally incapable of performing the duties of any job before they 
were eligible for a disability annuity. 

Two amendments to the’ existing disability provisions of the go 
were proposed in the bills. A full annuity was provided for persons 
who. at retirement. were connected with the railroad industry and why 
had 20 years of service or had attained the age of 60, if they were snes 
pationally disabled. Oce upational disability was defined as bei 
physics ally incapable of performing the duties of their vipels ar oc 
pation. With respect to employees who became tot: ully and peting. 
nently disabled for any kind of work, the bills provided full annuit 
if they had 10 years of service or were 60 years old. 

3. Coverage.—The 1937 act credited services which were subject to 
the continuing authority of a railroad to supervise and direct th 
manner of their performance, or which, if performed under the super 
visory authority of a person or company other than a railroad, we 

“in connection with” railroad transportation. These coverage provi- 
sions were built around the coverage provisions of the Railway Labo 
Act amendments of 1934. One of the purposes of those amendments 
was said to be to prevent a railroad from escaping the provisions of 
the Railway Labor Act by “contracting out”: that is, by engaging 
a so-called independent contractor to carry on the work normally per 
formed by railroad men. A representative of the Railway Labor 
Executives’ Association stated in the hearings that during the war, 
cases had occurred in which railroads entered into contracts with out 
side contractors for the performance of work which railway labor 
considered to be clearly railroad work. 

By clarifying the definition of the terms “employer” and 
ployee,” and extending the scope of the term “employer,” the bills 


ne 
»~ 


sought to clear up once and for all just what the coverage of the act 
was. It was the contention of the proponents of the bills that ‘they 
only went beyond the present coverage of the Railroad Retirement Act 


in two instances. The bills extended coverage to include all freight 
forwarders and all, rather than some, railroad subsidiaries engaged i1 
transportation by motor vehicle. The bills definitely excluded 1 
road subsidiaries holding themselves out directly to the public 
common carriers by water or air. 

Another aspect of employee coverage had to do with the definitior 
of an “employment relation.” Under the 1937 act an individual who 
had been in active service on August 29, 1935, could get credit for his 
service prior to 1937. If he had not been in active service on that date, 
he could get credit for such prior service only if he had on that day an 

“employ ment relation” (that is, he had been on furlough, leave of 
absence, and “willing and able to serve,” or absent on account of 
sickness or disability) “in accordance with the established rules and 
practices in effect on the employer.” The rules and practices of the 
various employers covered under the act varied considerably and 
often there were conflicting rules on the same railroad. This made 
the determination of the right to an annuity including prior serv! ice 
a very difficult task and moreover caused inequities. 

To remove such inequities, and to provide for more efficient admin- 
istration of the act, the bills saliniia section I (D) of the act by 
substituting the following detailed comprehensive clause: 


(D) An individual shall be deemed to have been in the employment relation : 
to an employer on the enactment date if (i) he was on that date on leave 0! 
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noence from his employment, expressly granted to him by the employer by 
absence I I I > . 
whom he was employed, or by a duly authorized representative of such employer, 
anda grant of such leave of absence will have been established to the satisfaction 
of the Board before July 1946; or (ii) he was in the service of an employer after 
the enactment date and before January 1945 in each of six calendar months, 
whether or not consecutive; or (iii) before the enactment date he did not retire 
and was not retired or discharged from the service of the last employer by whom 
he was employed or its corporate or operating successor, but (A) solely by reason 
ff his physical or mental disability he ceased before the enactment date to be in 
1e Ser if such employer and thereafter remained continuously disabled until 
he attained age 65 or until August 1944 or (B) solely for such last stated reason, 
an employer by whom he was employed before the enactment date or an em- 
nlover Who is its successor did not on or after the enactment date and before 
August 1944 call him to return to service, or (C) if he was so called, he was 
solely for such reason unable to render service in six calendar months as provided 
in clause (ii); or (iv) he was on the enactment date absent from the service of 
in employer by reason of a discharge which, within 1 year after the effective 
iate thereof, was protested, to an appropriate labor representative or to the 
mployer, as wrongful, and which was followed within 9 years of the effective 
jate thereof by his reinstatement in good faith to his former service with all his 
gniority rights: Provided, That an individual shall not be deemed to have been 
the enactment date in the employment relation to an employer if before that 
jate he was granted a pension or gratuity on the basis of which a pension was 
awarded to him pursuant to section 6, or if during the last payroll period before 
the enactment date in which he rendered service to an employer he was not in 
the service of an employer, in accordance with subsection (C), with respect to 
auy service in such payroll period, or if he could have been in the employment 
relation to an employer only by reason of his having been, either before or 
ifter the enactment date in the service of a local lodge or division defined as an 
employer in section 1 (a) (7). 

The group of workers, known as redcaps, who handled passenger 
luggage in railroad stations throughout the Nation, had long been 
recognized as railroad employees. However, before the passage of 
the Fair Labor Standards Act in 1938, this group had been paid for 
, . . . . . = . 
their services by railroad passengers in tips in unascertainable amounts 
and there had been no way of determining tax amounts with respect 
totips. In only few instances did the redeaps receive fixed monthly 
compensation from railroad employers. Consequently redcaps, though 
they were railroad employees in every respect, had not been credited 
for their service or compensation and had not been afforded the bene- 
its of the Railroad Retirement Act. With the passage in 1938 of the 
Fair Labor Standards Act, railroads were required to pay the mini- 
mum wage guaranteed by that act. As a result, the redcaps received 
fixed compensation and consequently began paying taxes with respect 
tosuch compensation. But this group of employees was not entitled 
to credit for service before 1938, because their earnings before that 
year had been in eae 

lhe bills provided for crediting such prior service of redcaps by 
providing that the compensation to be used in computing the annuity 
payable for such prior service, was to be based on the monthly average 
compensation paid in the period September 1940—August 1941. 

4. Minimum annuities.—For employees who at age 65 has 20 years 
of service, the 1937 act provided a minimum annuity of $40 per month, 
if the monthly compensation on which the annuity was based was at 
least $50. If the monthly compensation was less than $50, the annuity 
hinimum was 80 percent of such monthly compensation or $20 which- 
ever was less, Finally, it was provided that in no case would the value 
of the annuity be less than the value of the additional old-age benefit 
payable under title II of the Social Security Act. 
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The proponents of the bills pointed to the importance of an adequate 
minimum annuity, particularly for those employees who became 
permanently and totally disabled after a period as short as 10 years 
of service. Without a minimum, an employee’s annuity after 10 years 
of service might be only $10 or $15 per month or even less. Congo. 
quently, the bills TiC that for employees connected with the jp. 
destey at retirement, there should be a minimum consisting of which. 
ever is the smallest of the three following amounts: $3 for eacl year 
of service, $50, or the average monthly compensation. 

5. T'axes.—The first two actuarial valuations of the railroad retiy». 
ment system had indicated that the taxes under the Carriers Taxing 
Act would not be sufficient permanently to support the benefits of the 
Railroad Retirement Act. In the 1943 Annual Report of the Railroad 
Retirement Board, the Chairman recommended an immediate increase 
in the tax schedule of 114 percent, divided equally between employers 
and employees. Estimates by the Railroad Retirement Board staf 
of the net cost of the amendments proposed in the 1945 bills were 
3% percent of payroll. Lumping these two, it was estimated that the 
Railroad Retirement Act, with the amendments proposed in the 
Crosser bill would require additional taxes totaling 5 percent of pay- 
roll. Consequently, the bills provided amendments to the Carriers 
Taxing Act increasing by 214 percent the taxes paid by both employers 
and employees. It was also proposed that the Railroad Retirement 
Board, rather than the Bureau of Internal Revenue, should collect 
the taxes under the Carriers Taxing Act. 

6. Retirement of women at age 60.—The only change in the provi- 
sions with respect to age retirement under the Railroad Retirement 
Act. made by the Crosser bill was one which would permit women who 
had completed 30 years of service to retire on a full annuity as early 
as age 60. ‘This proposal was in line with most. private pension sys- 
tems and the fact that the proportion of women unable to engage i1 
regular employment at age 60 is larger than the proportion of men 
at age 65. 

7. Judicial review.—Under the provisions of the Crosser bill initial 
court review of the Railroad Retirement Board’s decisions would be 
under the jurisdiction of a Federal circuit court of appeals rather 
than in a Federal district. court, as provided under the 1937 Retire- 
ment Act. The proponents of the bill stated that this amendment 
would eliminate much duplication of effort and expense. ‘The issues 
were the same in both courts, namely, whether the Board’s decision 
was supported by substantial evidence in the record, whether it was 
contrary to law, or whether it was arbitrary or capricious. But two 
sets of pleadings and briefs were required, one for each court, and two 
or more out-of-town trips were necessary in many cases. 


The positions of the interested groups 
Support for the bill, either in the form of testimony at the con- 


gressional hearings or of written submissions to the two congressional J 


committees concerned, came from the Railway Labor Executives 
Association, the Railroad Retirement Board, the American Federa- 
tion of Labor, the CIO union which had organized the redcaps, and 
the President of the United States. Although two of the railway 
labor operating unions (the Brotherhood of Locomotive Engineers 
and the Brotherhood of Railroad Trainmen) originally opposed some 
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of the provisions of the bill, they later joined the above mentioned 
groups in support of the bill. Ke 

” The chief opposition to the bill came from the Association of Amer- 
‘an Railroads. A representative of the American Short Line Rail- 
road Association also testified in opposition, as did several presidents 
ie railroad companies included in the membership of the Associa- 
rion of American Railroads, Additional opposition came from firms 
and associations outside of the railroad industry who feared that the 
rovisions of the Crosser bill would extend the coverage of the Rail- 
road Retirement Act to them. Such groups included representatives 
of warehousemen, stevedoring contractors, freight forwarders, truck- 
ing associations, water-transport groups, State chambers of commerce, 
and State and local port authorities. Statements or testimony was also 
received by the House committee from interested governmental agen- 
ciessuch as the Railroad Retirement Board, the Social Security Board, 
the Treasury Department, and the Bureau of the Budget. 

The testimony of the proponents of the bills sought to show that 
the proposed coverage provisions of the bill were essential to clarify 
aisting provisions; that the protection afforded survivors of em- 
ployees covered under the Social Security Act was equally necessary 
for the survivors of railroad employees, that to avoid loss or duplica- 
tion of benefits to survivors, it was essential that services under the 
Railroad Retirement Act be coordinated with social-security coverage 
forthe purpose of survivor benefits; that the disability, minimum, and 
employment relation provisions had to be changed to give recognition 
io realities; and that the increase in taxes by 214 percent on each side 
would produce sufficient revenue to insure the solvency of the railroad 
retirement account and to cover the cost of the new benefits. 

The opponents of the Crosser bill, on the other hand, sought to dem- 
onstrate that the proposed coverage amendments not only would fail 
toclarify the existing provisions but would actually create even greater 
confusion; that the proposed survivor benefits were an obligation 
wlely of the employees and not properly chargeable to employers; 
that the survivor benefit provisions were a violation of the 1937 mem- 
prandum of agreement; that the combining of services under the 
Railroad Retirement Act and the Social Security Act for survivor- 
benefit purposes would be difficult if not impossible to administer; 
that liberalizing disability annuities would emphasize further the 
favored treatment of railroad employees over all others; that the $40 
mnimum annuity provisions of the Railroad Retirement Act needed 
no revision, since the Social Security Act minimum was only $10; 
aid that the proposed increase in taxes by 24% percent on each side 


Tt 


was based on ineorrect cost estimates and would be insufficient to cover 
the cost of the new benefits and still maintain the Railroad Retirement 
Account solvent. Finally, with respect to constitutionality, the rail- 
roads believed that the Crosser bill presented the same constitutional 
question which had led the Supreme Court to declare the 1934 act 
unconstitutional. In view of what the railroads considered the em- 
ployees’ breach of the 1937 agreement, a spokesman for the railroads 
‘tated that if the Crosser bill were passed they would not be bound by 
‘he 1937 agreement not to challenge any provision of the bill which 
they = to be arbitrary and retroactive, and violative of the fifth 
omendment, 
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In rebuttal the proponents denied that there had been any violat) 
of the 1937 agreement since the bill proposed to manne to divid 


the tax burden for the Railroad Retirement Act equally between 4 
employers and the employees. 


Positions taken by the Government agencies concerned 

The Railroad Retirement Board filed a favorable report on ¢) 
Crosser bill. This report discussed in detail the provisions of the | 
and generally supported the arguments presented by the proponents 
It sti ated that the maintenance of an adequate retirement system was 
of benefit to employers as well as employees, particularly in the cas 
of the railroad industry, since the Railroad Retirement Act. had 
relieved the railroad companies of their private pension burdens, Hy 
the Railroad Retirement Act not been passed, the report said, t] 
burden would have been steadily increasing and the railroad com. 
panies would have had to pay the social-security tax in addition to 
their own pension costs. The railroads, the Board asserted, had 
undoubtedly achieved considerable payroll savings through the oper 
tion of the railroad retirement system through the avoidance of lar 
turnover of labor such as other industries had experienced. Th e 
report also maintained that because of their tax obligations under tly 

railroad retirement system, railroad companies had “been saved |: irge 

amounts of other Federal ‘taxes. The report included a number of 
proposed amendments to the bill aimed at simplifying and facilitating 
administration. 

The report of the Treasury Department on the bill objec ted to th 
provision allocating the function of collecting taxes for the maint 
nance of the railroad retirement system to the Railroad Retirement 
Board. It contended that taxpayers should deal with only one age 
in all matters of Federal taxes. It went beyond the contention that 
the collection of taxes for retirement purposes should remain wit! 
the Bureau of Internal Revenue, suggesting that Congress should 
amend the Unemployment Insurance Act so as to transfer to the Bu- 
reau the collection of railroad unemployment insurance contributions. 





Siz major issues 

Six major issues developed in the House hearings debate. 

1. The lack of labor unanimity.—The first issue that developed re- 
lated to the lack of unanimity on the part of railroad labor in support 
of the legislation. It was indeed true that representatives of the 
Brotherhood of Railroad Trainmen and of the Brotherhood of Loco- 
motive Engineers had testified during the House hearings in oppost- 
tion to various provisions of the Crosser bill. Mr. Miller, legislative 
representative of the Brotherhood of Railroad Trainmen, had opposed 
the provision which permitted retroactive pay for time lost to become 
taxable; the employment relation definition; permitting women t 
retire at age 60 with a full annuity; the “current connection” and 
disability provisions; the minimum annuity provisions; the substitu: 
tion of survivor annuities for death benefits; the complicated survivor 
annuity formula; and the court review provisions. However, Mr. 
Miller had also stated that the Brotherhood of Railroad Trainme: 
was generally favorably disposed toward the bill. The representa 
tive of the Brotherhood of Locomotive Engineers, Mr. Corbett, indi- 

cated that his union was definitely opposed to the bill. He indicated 
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shat the president of his brotherhood had proposed a collective- 
bargaining approach to this matter, in line with the 1937 memorandum 
of agreement. | Among other things, his brotherhood was opposed to 
having the Railroad Retirement Board handle tax receipts instead of 
che Treasury Department ; questioned the adequacy of the taxes pro- 
vided in the bill; objected to the provision of annuities to women at 
age 60; objected strongly to the step-rate tax structure ; and wanted 
the benefit formula changed so as to favor the higher income groups 
of railroad labor. eis é 

With respect to this first major issue the counsel of the Railway 
Labor Executives’ Association, Mr. Schoene, pointed out during the 
Senate hearings that his association, which had sponsored the bill, 
wpresented over 80 percent of all railroad employees, and taking the 
ew that the Brotherhood of Railroad Trainmen was generally favor- 
ly disposed to this legislation, the total came to 92 percent of all rail- 
ad employees. With respect to the failure to precede presentation 
‘the bill by collective-bargaining negotiations, 1t was his contention 
hat a group of employees was under no obligation to make their pro- 
nosed legislation the subject of collective bargaining before exercising 
ieir constitutional right of coming to Congress and petitioning for 
iheenactment of legislation. Further, the opposition of the employers 
pressed during the hearings, substantiated the view, in Mr. Schoene’s 
iudgment, that undertaking any such collective-bargaining process 
vould only have delayed further the presentation to Congress of a 
vries of ainendments for consideration. 

2. The contention that the railroad retirement system was prefer- 
ential—The second issue which was raised during the House hear- 
ings concerned the contention that the railroad retirement system was 
a special social-insurance system which was already highly prefer- 
ential and that the proposed legislation would make it still more highly 
preferential. Proponents of the Crosser bill held that there were good 
reasons for a special system of retirement insurance in the railroad 
industry. They pointed out that the pension history of the railroads 
went back well over 50 years, and that there was an acute problem with 
respect to railroad pensions back in the early thirties, culminating in 
the enactment of the first Railroad Retirement Act of 1934 to solve the 
pension problem. Railroad employees had worked for many years 
with the expectation that they would be pensioned when they reached 
the proper age. Then, in the years of the depression, it was found 
that railroad pension obligations were very heavy. Railroads were 
not making much money, they hac not set aside reserves to take care 
of their pension obligations, and pensions were cut anywhere from 10 
oo percent with an average reduction of slightly more than 10 per- 
cent. Employees were afraid to retire. Out of that background came 
‘ie concept that in order to solve the railroad pension problem some 
higher rates of retirement benefits had to be paid than those which 
‘ere being paid under the general social-insurance system. The spe- 
rial treatment of the railroad industry with respect to retirement in- 
“iranee Was viewed by railroad labor as part and parcel of the special 
‘ratment that industry had received for over 60 years. 

Proponents of the bill contended that the question with respect to 
the preferential character of benefits should be couched in terms of 
He question: Is it more generous than is necessary to perform its 
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functions? They proceeded to point out that railroads had found ;, QR’ 
necessary through company pension plans to supplement the rai). Bese" 


road retirement system benefits, and finally, they insisted that tho, the } 
were not seeking any increase in the general level of benefits. b. 
3. Responsibility for survivor protection.—A third issue elerging {iset 


from the House hearings related to the contention that some of th. Qs"! 
benefits provided for in the bill (in particular, survivors benefits) . 
were so dideren' in kind from anything that had occurred before that 
there was no connection between the benefits and the railroad industry. [th 
Those who supported the bill asserted that similar arguments had §e 
been used years age in Opposing workmen’s compensation legislation, Hp" | 
They went on to state that in the whole field of social insurance, al. relial 
though it is desirable for people to be thrifty, there are certain general He" 
hazards which are met normally from the income from a job, and Hj" h 
that individual savings out of that income sometimes do not give je | 
adequate protection. The result is that in many cases people are left me 
> tia 


to confront periods of adversity without any minimum security. Con- i" 
sequently, iho contended, there has been set up by law a system of . 
minimum protection by which employers and employees together pro. 
vide that minimum protection against common hazards. That in it- 7 
self, it was asserted, afforded an adequate industrial connection for . 
survivors’ protectien. It was also maintained that the fact of tho bt 
separate existence of a railroad retirement system of old-age insurance 7 


Yn 
I 


ire 





should not be made to operate to exclude railroad employees from on 
survivor benefit provisions similar to those of the general Social Se The 
rity Act. es 

He71Sid 


4. Definition of “employers.”—A fourth issue, related to the defini- 7 
tion of “employers,” took various forms during the House hearings. n : 
Proponents of the legislation reiterated that the increased coverage oe 
proposed by the bill was very slight. They insisted that the only new # 


coverage sought was that of the freight forwarders and the railroad- ot 
owned trucking companies. During the Senate hearings on the con- 
panion measure to the Crosser bill, one of the proponents suggested hich « 
that the main opponents to the legislation (presumably the railroads) ae 
were conducting an organized campaign, causing a large segment of 3 - 
private industry to become concerned about some ulterior plot on the Ble co 
part of railway labor to go out into fields which did not concern them, The 
and that “opposition has been drummed up for the purpose of (lefeat- Hitate a 
ing the bill in general or emasculating its coverage provisions.” for co 


5. Timing of the legislation—The fifth issue raised during the Hjjubeon 
House hearings was the suggestion that it was not the right time to Mjnd in 
engage in this type of legislation. The opponents expressed grave MiSecurit 
concern about the possible future volume of business of the railroad She re 
industry after the end of World War II. Supporters of the legisla- Hjhat t) 
tion, on the other hand, pointed out that these same arguments were ie $28, 
used in opposition to railroad retirement legislation in 154 when Hpropor 

eneral business conditions were just the opposite of what they were increas 
in 1945. They contended that the real test of whether it was the right Hjjould 
time would have to be made with reference to whether the reforms oad k 
were needed at that time. Using this approach, they felt that the Bhan ¢] 
railroad industry was some 6 years behind all other industries in the Hihe re 
provision of survivor benefits. In addition, it was contended that the Hiexable 
disability provisions of the act had been operating unsatisfactorily HMBhe ine 
for some 8 years, since, immediately upon the enactment of the 193/ 
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+ it had been found that those provisions were too restrictive to 
Webs + ° . 
erve their proper function. It was held that the same was true of 
she minimum annuity provisions. 


(. The issue of costs.—Finally, prominent. in the House committee 
icoyssions Were issues relating to costs. In particular, there was con- 
derable difference of opinion with respect to the amount of esti- 


(| deficiency of the railroad retirement system. The Railway 
abor Executives’ Association had engaged the services of an actuary 
ofthe Travelers Insurance Co. to review the actuarial computations 
»» which the cost estimates of the bill had been based. He had testi- 
fed that the actuarial computations had been carefully, honestly, and 
reliably done. In addition an actuarial consultant of the Social Secu- 
rity Board, Mr. Williamson, who appeared independently, stated in 
the hearings that the actuarial computations used in preparing the 
| (and explained in detail by Mr. Latimer in his statement to 
he House committee) represented a very reasonable approach and 
hat they were professionally competent and reliable. The dispute 
sith respect to cost estimates was really based on a difference of 

: to what future level of payroll should be assumed in pre- 

ng cost estimates. Opponents of the bill contended that the 

Ruilroad Retirement Board actuarial staff, in using a level payroll 

«timate of $314 billion, was taking a far too optimistie view of the 

future level of business in the railroad industry. The second actu- 

arial valuation, they were quick to point out, had never assumed a 
future level payroll above $21% billion. 

The cost issue remained unresolved, although proponents of the 
kgislation pointed out that payrolls in the latter years of the war 
had reached almost $41% billion. In arriving at the $314 billion 
future level payroll assumption, the Railroad Retirement Board staff 
hadassumed reasonably full employment in the postwar years. Sup- 
ters of the bill felt that this was a perfectly valid assumption with 
respect to the future, and indicated a much more optimistic feeling 
oeerning the ability of the Nation to maintain and improve its very 
high standard of living and high volume of production in the im- 
ediate future. 


he congressional struggle for enactment 

The Crosser bill was referred by the House Committee on Inter- 
state and Foreign Commerce to its Subcommittee on Transportation, 
por consideration and recommendation on October 23, 1945. The 
subcommittee began holding executive sessions on October 24, 1945, 
idin January, 1946, retained the services of an actuary of the Social 
curity Board to report on the actuarial aspects of the bill’s proposals. 
the report of the actuary was filed on March 14, 1946, and indicated 
at the average annual payroll of the covered employers would 
e $244 billion rather than the $314 billion estimated by the bill’s 
proponents. This report estimated that the 314 percent of payroll 
herease In taxes, to cover the costs of the new and improved benefits, 
wuld probably be sufficient, but that the deficit in the existing Rail- 
md Retirement Account on a level cost basis was 3 percent rather 
Huan the estimate of the proponents of the legislation (114 percent). 
rie report concluded, therefore, that 614 rather than 5 percent of 
txable payroll would be the required increase in total taxes, so that 
* increase in payroll tax must ultimately be 314 percent on employ- 
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ers and employees alike, instead of the 214 percent contemplated in the 
bill. 

On April 9, 1946, the Transportation Subcommittee reported to the 
House committee, sepeinenauibans changes in the bill, based on the 
actuary’s report. Rather than place an additional tax of 114 percent 
of payroll (above increase called for in the bill) on the railroad jp. 
dustry and retain all the liberalizing provisions of the bill, the sub. 
committee decided to reduce the benefits proposed by the Crosser 
bill. Its recommendations, therefore, included a proposal that sur. 
vivor benefits should be limited to service covered under the Rail. 
road Retirement Act, and that the amounts of such survivor benefits 
should be no greater than those awarded under the Social Security 
Act. The recommended increase in taxation would be 2%, percent 
of payroll for both the employees and the railroads, rather than the 
214 percent proposed in the bill. 

Congressmen who supported the Crosser bill anticipated that the 
full House Interstate and Foreign Commerce Committee would fol- 
low the subcommittee’s recommendations, but were hopeful! that these 
would be rejected by the membership of the whole House. The crucial 
question was whether the full committee would report out the bill in 
time for consideration by the whole House before the end of the session, 
To insure such reporting out, ° ae to discharge the bill was filed 
on April 16 by Representative Neely of West Virginia, and by April 
18 had been signed by 218 Members of the House of Representatives, 
This had the effect of requiring the full committee to file a report of 
the bill on or before May 9, 1946; otherwise the bill would be con- 
sidered by the House of Representatives without any recommenda- 
tions from the committee. 

House-passed original Crosser bill—On May 9 the committee re- 
ported out a bill which was the Crosser bill in name only. The com- 
mittee had stricken all of the provisions of the original bill and sub- 
stituted its own proposals. This committee bill embodied most of the 
recommendations of the Transportation Subcommittee. In addition, 
the committee bill practically nullified the new disability annuity pro- 
visions by limiting them to work-connected disability cases. It not 
only rejected the proposals to transfer to the Railroad Retirement 
Board the function of collecting taxes, but proposed to transfer from 
the Board to the Bureau of Internal Revenue the function of collecting 
the taxes for the Railroad Unemployment Insurance Act. 

Congressional supporters of the concen bill had been successful in 
getting the proposal to the floor of the House, and extensive debates 
were held on the matter on June 10 and 20, 1946. At the close of the 
debate on June 20, the committee bill was put to a standing vote and 
lost by the narrow margin of four votes; on a teller vote it was lost 
by seven votes—136 to 129. By virtue of the petition to discharge, 
the original Crosser bill was next to be considered, but a motion to ad- 
journ carried. The Crosser bill was considered 2 weeks later on July 
3, 1946. Those opposing the bill offered a number of amendments, de- 
signed to bring back the rejected committee bill. Although most of 
them were adopted during the day, all were thereafter rejected. After 
the amendments were defeated the Crosser bill, as originally intro- 
duced, was passed by a majority of 187—236 to 49. Legislative ac- 
tion on the bill proceeded then to the Senate. 
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Minor Senate amendments remained in bill as enacted.—On July 12 
the Senate Committee on Interstate Commerce approved the bill, as 
opacted in the House, without any amendments. The bill was de- 
bated on the Senate floor on the 25th and 26th of July 1946. As in 
the House debates, those favoring enactment of the bill made strenu- 
ous efforts to avoid any changes in the bill, while those against its en- 
actment argued for a number of amendments. However, the attempts 
to have the bill passed without amendment were not successful, and on 
July 26, by a vote of 55 to 11 (30 not voting), the Senate passed the 
bill with amendments which eliminated the coverage provisions from 
the Crosser bill, permitted the tax collections to remain with the Bu- 
reau of Internal Revenue, changed the effective dates, and made a few 
other minor changes. 

On July 27 the amended bill was returned to the House where, be- 
cause only 10 legislative days remained in the session, it was possible 
to consider the bill, as amended by the Senate, without referring it to 
a conference committee; but the bill would have to be enacted by a 
two-thirds vote rather than a majority. Rather than see no bill passed 
before the end of the session, proponents of the bill, although far from 
pleased with the Senate amendments, were willing to accept them. 
Consequently, they urged the aps of the bill as it had passed the 
Senate. The opponents wished to have the bill sent to conference for 
proper consideration. At the close of debate, on a standing vote, the 
Crosser bill was adopted by the necessary two-thirds vote. On motion 
for roll call, it was passed by 190 to 64, 176 not voting. The President 
approved the bill on July 31, 1946. 

The Crosser amendments (Public Law 572, 79th Cong., 2d sess.) 

The amendments to the Railroad Retirement Act approved on 
July 31, 1946 were the most important changes since the passage of 
the Railroad Retirement and ‘Taxing Acts of 1937. The principal 
changes may be summarized under six major headings as follows: 
(1) elimination of the former death benefits and provision of a set 
of monthly and lump-sum death benefits similar to and coordinated 
with those paid under the Social Security Act; (2) liberalization of 
the eligibility conditions for permanent and total disability annui- 
ties, and the introduction of a new occupational disability provision ; 
(3) liberalization of the eligibility conditions under which minimum 
retirement annuities were payable to workers with low wage records, 
orto those in the medium brackets but with short service periods, and 
a increase in the amount of such annuities; (4) lowering the age 
requirement from 65 to 60 for full-age annuities in the case of women 
vith 30 years of service; (5) changing the basis for crediting service 
efore 1937 toward retirement annuities; (6) an increase in the tax 
paid by employers and employees for the eee of the retirement 
system, suflicient to place the system on a full actuarial level-cost 
DASIS, 

The amendments also included a considerable number of changes 
iesigned to clarify certain provisions in the old law, simplifying the 
administration of others and eliminating certain inequities. Retire- 
ment annuities already in force on the effective date were authorized 
0 be recomputed as of that date for higher amounts under the new 

33494—53—pt, 19 
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minimum, occupational disability, and employment. relation pro. an 
visions, and the provision dealing with women at age 60, in cases jy Mynnu 
which the larger annuities could have been awarded originally hag Mpma 


the amendments then been in effect. Annuities denied before the effec. not P 
tive date were authorized to be awarded as of that date, if the appli- left 1 
cants were still alive and could qualify under the new provisions Mia lun 
The new monthly, but not the lump sum, death benefits were made perso 
payable to the survivors of employees who had died before the effec. HRY the 
tive date. mme 

Survivor benefits.—Death benefits under the original Railroad Re. Bi penei 
tirement Act were largely incidental. An employee could elect to MMofan 
have a lifetime survivor annuity paid to his widow provided he agreed If 


to accept a reduction in his annuity during his own lifetime. This Hi ehe b: 
election was permitted only if the employee was in good health or at Hithe o1 
least 5 years a his annuity was to begin. If the employee retired HiBhis qu 
on a disability annuity after 30 years of service, his election was auto- BiB fned 3 
matically nullified even if his wife died before him. Once the em- ployee 
ployee accepted his reduced annuity and payments had begun, it con- Hof rai 
tinued at the same reduced amount for the rest of his life. Only slight 

ly more than 1 percent of the employees on the annuity rolls in 1945 

had elected such joint-and-survivor annuity. 

The more important death benefit was the lump-sum benefit equal 
to 4 percent of the taxable compensation after 1936 less any annuity ser 
payments that might have accrued if death occurred after retirement. 

This lump-sum benefit amounted to a refund of the employee con 
tributions plus an allowance in lieu of interest. The size of the benefit Hie: 
was usually in inverse ratio to the presumptive need—smal] in the MR... 
case of a young worker who had paid but a small amount in taxes Hy’: 
and had had little service to build up a large amount in credited 




















compensation but likely to have a wife and young children dependent To} 
on him, and larger in the case of a worker who had been contributing HM, the 
to the system over many years but whose children were likely to be HM... ),, 


self-supporting. The overwhelming majority of retired employees 


remained on the annuity rolls long enough to exhaust all the death oye 
benefit rights their survivors may have had. Finally, there was the HM... }) 
12-month death benefit annuity amounting to one-half the employee's H™,..... 
annuity, payable to the survivors of the small number of employees HM. jog 
who had retired under the 1935 act. Loan ds 

The last two death benefits were eliminated by the 1946 amend- HM... 
ments. The provision for joint and survivor elections was also elim!- Hino 
nated, although annuities under that provision remained in effect, and In de 
those who had elected before July 31, 1946, but had not yet retired, nd (9 
were given the opportunity to reaffirm or revoke such election. AM), »93) 
residual lump-sum payment was provided in section 5 (f) (2). aed 

The benefits payable to the survivors of an employee who died HIB hoe 
“completely insured” were as follows: (1) a monthly annuity 0 Miho). 
the widow, beginning at age 65 if she had not remarried, and payabl? Hibny poo 
for life, as long as she did not remarry; (2) a monthly annuity Pay BRB) mon; 
able to the widow, as long as she did not remarry, had in her care Hm, pro 
unmarried children of the employee who are under 18 and were de Hipyarq 
pendent on the employee at the time of his death. This annuity WS BMjonna)) 
not payable to a widow eligible for the annuity described in (1): (°) Bifemed, 


a monthly annuity to each unmarried child who was dependent 0° BiRirrent 


the employee at the time of his death as long as the child rema! 


ned : met | 
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ynmarried, was not adopted, and was under age 18; (4) a monthly 
snnuity to each wholly dependent parent, beginning at age 65, if not 
»married, and payable for life, as long as such dependent parent did 
sot remarry. A parent’s annuity became payable only if the employee 
eft no widow or dependent, unmarried children under age 18; (5) 
, ]ump-sum death benefit payable to the widow, children, parents, or 
persons who paid the funeral expenses (in that order of precedence), 
{ the employee died after 1946 and left no survivor entitled to an 
immediate monthly annuity. The payment of the lump-sum death 
benefit to a widow or parent did not effect the subsequent payment 
ofa monthly annuity to the same survivor at age 65. 

If an employee died “partially,” but not “completely,” insured, only 
the benefits described in (2), (3), and (5) were payable. Whether 
the employee died “completely” or “partially” insured depended on 
his quarters of coverage. Quarters of coverage were either those de- 
fined in the Social Security Act (calendar quarters in which the em- 
ployee is paid at least $50 in wages) or those determined on the basis 
of railroad compensation in accordance with the following table: 


Quarters of coverage 


Total compensation paid in the calendar year 











8 _— ———— -_ — — _ 
Service in a ealendar year | ; . : . 
| $50 but less 100 but less | $150 but less | ¢. . 

| Less than $50 than $100 | than $150 than $200 $200 or more 
1 eee 0 1 | 1 1| I 
osaneee 0 | 1| 2 | 2} 2 
oaaiaes 0 1 | 2 3 3 
I 0 1| 2 3 . 


To be “completely insured,” an employee had to meet at least one 
{the four following conditions at the time of his death: (1) to 
ave had a current connection with the railroad industry and at least 
quarters of coverage; (2) to have had a current connection with 
le railroad industry and a number of quarters of coverage (not 
Hess than six) equal to at least one-half of the number of calendar 
juarters in the period after 1936 and before the quarter in which 
died; (3) a retirement annuity based on at least 10 years of service 
tan to accrue to the employee before 1948; (4) to have been a former 
furier pensioner whose pension was taken over by the Railroad Re- 
irment Board. 
In determining an employee’s insured status under conditions (1) 
ind (2) above, he was said to have had a current connection with 
ie railroad industry on the date of death if (a) he had no quarters 
1 coverage on the basis of social-security employment, or (b) he 
ul been in railroad service in at least 12 out of any 30 consecutive 
ponths before the month in which he died, and had not worked in 
ly regular employment outside of the railroad industry after that 
‘month period and before the month in which he died. In view of 
¢ provision crediting service under the Railroad Retirement Act 
ward benefits under the Social Security Act, an employee would 
ormally have, as far as the quarters-of-coverage requirement is con- 
med, the equivalent insured status at death under both acts. The 
urrent connection test therefore was an additional requirement to 
met before benefits could be paid under the Railroad Retirement 
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Act. In the absence of a current connection, adjudication proceeded 


under the Social Security Act. sul 
The amount of the death benefit paid on the death of an em ployee rit 
who was completely or partially insured depended on the einployee’s old 
basic amount, which, in turn, depended on his average monthly com. of 
pensation. To determine his average monthly remuneration, th per 
amount of the employee’s combined earnings in both railroad ani 
social-security employment after 1936 and before the quarter in which 1 
he died was divided by the number of months in that period. Railroad :, " 
earnings exceeding $300 in any 1 month, and combined earnings of Hm &" 
more than $3,000 in any 1 year, were excluded. The basic amount wag as 
equal to 40 percent of the first $75 of the average monthly remuners. io 
tion, plus 10 percent of the amount from $75 to $250, with an addi. ne 
tional 1 percent of 40 percent of the first $75 and 10 percent of the tot 
remainder up to $250 for either or both his railroad and social-security Ifa 
employment. This minimum basic amount was $10. . ' 
If the employee was completely insured only by meeting condition 
(3) or (4) above, the average monthly remuneration was not com- Aug 
puted. Instead, the basic amount was calculated in the regular way One 
from the average monthly compensation on which the retirement os 
annuity or the original railroad pension had been based except that ee 
the 1 percent premium after 1936 in which earnings amounted to Ral 
$200 was not added, and the $10 minimum did not apply. If the va 
earnings from which the original pension was computed were not "Tl 
available from the Board’s records, the basic amount was taken as # t 
$33.33, except that if the pension was less than $25, it was taken as he 
four-thirds of that pension or $13.33, whichever was greater. If the tt 
employee was completely insured on the basis of condition (1) or Mm ° - 
(2), and also on the basis of condition (3) or (4), the basic amount Rail 
was calculated both ways, and the survivor received benefits computed by 
from the higher amount. ye 
The widow’s annuity equaled three-fourths, and the child’s or Hy make 
parent’s one-half, of the employee’s basic amount. These annuities ocak 
were reduced by the total of any retirement annuity and any other a 
monthly death benefit under the Railroad Retirement Act and any i deome 
monthly benefit under the Social Security Act to which the survivor ji ard 
would have been on application entitled. gin 
The lump-sum death benefit was equal to eight times the basic Dis 
amount, but could not exceed the amount of the funeral expenses if jm Act 
it went to the person, not otherwise entitled, who paid those expenses. i disab 
If the total of all monthly annuities paid on the death of an employee © ye 
was more than $20, and also exceeded $120, or twice the basic amount, awar¢ 
or 80 percent of the average monthly remuneration, whichever of they me o 
three amounts was least, it was reduced to that least amount, but not Was u 
below $20. In practice, the $120 limit would not become applicablegii one-fi 
until 1963, since it would have been impossible for twice the basiojiM under 
amount to exceed $120 before then. vision 
Monthly survivor benefits were not payable for any month) in which The 
the survivor worked in covered railroad employment, regardless of MM the rs 
earnings, or in social-security employment at wages of at least 52, who 1 
and in the case of a child 16 years of age or over, for any month ng were | 
which he was not at school if attendance was feasible. Deductions disabi 
were made from both monthly and lump-sum death benefits for anyg™ empleo 
death benefits paid under the old Railroad Retirement Acts of 199 ind 
and t 


and 1937 (other than the joint and survivor annuity) ; for any lump- 
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ded J@ im paid on the death of the same employee under the Social Secu- 
rity Act of 1935; for any Se aid to the same employee as an 
old-age benefit under the Social Security Act of 1935; and for 1 percent 
of any social-security wages paid to the same employee for services 
perf med in 1939 after attaining age 65, with respect to which social- 
curity taxes had not been deducted by his employer from his wages 
or paid by his employer. 

Social-security wages were counted toward survivor benefits under 
the Railroad Retirement Act and likewise social-security death bene- 
fits which began to accrue after 1946 were to include railroad service 
ascreditable under the Social Security Act and compensation reported 
to the Railroad Retirement Board for such service creditable as wages 
for such employment. Provision was made to prevent dual benefits. 
Ifa survivor was entitled (or would have been on filing an applica- 
tion) to receive before 1947 a social-security monthly benefit on the 
hasis of the death of an employee, such survivor would be entitled to 
amonthly benefit under the Railroad Retirement Act with respect to 
the death of the same employee only if the second benefit was greater. 
Once a survivor became entitled (or would have become on filing an 
application) to receive a monthly or lump-sum death benefit under the 
Railroad Retirement Act, he (or she) was not entitled to a social-secu- 
rity lump-sum benefit, or, for any month after 1946, to a social-security 
nonthly benefit on the basis of the death of the same em rloyee. 

The amendments accomplished a major extension of the coverage 
of the Social Security Act with respect to survivor benefits. More 
than half of the 7 million persons who had come under the coverage 
of the Railroad Retirement Act between 1936 and 1945 had also had 
some social-security coverage. The amendments further required the 
Railroad Retirement Board and the Social Security Administration, 
by January 1, 1950, to— 
make a special joint report to the President to be submitted to Congress setting 
forth the experience of the Board crediting wages toward awards, and the 
experience of the Social Security Administration in crediting compensation to- 
ward awards, and their recommendations for such legislative changes as are 
deemed advisable for equitable distribution of the financial burden of such 
awards between the railroad retirement account and the Federal old-age and 
survivors insurance trust fund. 

Disability retirement annuities—The 1937 Railroad Retirement 
Act ne annuities to employees who were permanently and totally 
disabled for regular employment for hire and who, in addition, were 
§) years of age or who had acquired 30 years of service. Annuities 
awarded on less than 30 years of service were subject to a reduction of 
one one-hundred-and-eightieth for each calendar month the employee 
was under age 65 on the date the annuity began. Although almost 
one-fifth of the employees who retired in 1945 were awarded annuities 
under the disability provisions, for many others the disability pro- 
visions proved too restrictive. 

The high standards of physical and mental competence applied by 
the railroads often resulted in removing from active service persons 
who were disabled insofar as the practices in force on the railroads 
were concerned, but who fell short of meeting the requirements for 
disability embodied in the Railroad Retirement Act. Although these 
employees may very well have been unable to pursue their accustomed 
occupations, many of them were deemed able to engage in other work 
and therefore not disabled for “regular employment for hire.” The 
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majority, however, had probably been following a single occupation 
for many years and were not fitted either by experience or training ¢ 
engage in any occupation which would yield an income comparable tp 
their previous earnings. Moreover, many, because of their age op 
physical handicap, were unable to find employment including that for 
which they might have been qualified, even under relatively fayorabje 
labor market conditions. Many cases occurred in which an applicant 
who had not yet reached his sixtieth birthday could prove permanent 
and total disability according to the statutory definition but lacked 
the required 30 years of service. The employee was obliged to wait 
until he reached age 65 before becoming eligible for a full annuity 
unless he chose to retire on a reduced disability annuity at any tine 
after age 60 and before age 65. 

The 1946 amendments liberalized the disability provisions of the 
Railroad Retirement Act by providing that (1) an employee under 
60 years of age who is disabled for all gainful work may qualify for 
disability annuity on the basis of 10 instead of 30 years of servic 
(2) an employee who became disabled for all gainful work before 
completing 10 years of service could qualify for a disability annuity 
at age 60 as before, but the reduction of one one-hundred-and. 
eightieth in the amount of the annuity for each month he was under 
age 65 was eliminated; (3) an employee who was permanently dis- 
abled for work in his regular occupation could qualify for a disability 
annuity if he was 60 years of age or had acquired 20 years of service, 
provided he had a current connection with the railroad industry on the 
annuity-beginning date. 

An employee’s regular occupation was taken to be the one in which 
he worked in the greatest number of calendar months in the last five 
calendar years before the annuity-beginning date, in each of which he 
was engaged in service for hire. If he had worked in some other ov- 
cupation in at least one-half of all the calendar months in which he 
had been engaged in service for hire during the last 15 consecutive 
calendar years before the annuity-beginning date, he could claim that 
as his regular occupation instead. In either case, the regular o- 
cupation was required to be one in which he had worked to some extent 
in covered railroad employment. 

An employee on the disability-annuity rolls was required, as under 
the old law, to submit such proof of the continuance of disability ag 
the Board might from time to time prescribe, until he reached age 
65. The annuity was to cease on the last day of the month in whie 
the employee recovered from disability if before age 65. Under the 
1937 act, performance of gainful work did not of itself constitute 
conclusive evidence of recovery; the Board considered each case on 
its merits to determine if the employee’s ability to work was compat 
ble with the ruling of disability. The amendments provided that 
that procedure was to remain in effect as long as employment was only 
casual or intermittent but, in addition, that a disability annuitant whi 
earned in service for hire, or in self-employment, more than $751 
each of any six consecutive calendar months was to be considered 88 
having recovered in the last 6 months regardless of his actual physictl 
condition. 

Minimum retirement annuities —The amendments left untouched 
the basic formula for computing monthly retirement annuities buf 
revised the provision dealing with minimum annuities. The 1! 
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act had allowed a minimum of 80 percent of the average compensa- 
tion but not more than $40 if the average was $25 or more, and a 
minimum of 100 percent of the average compensation but not more 
than $20 if the average was less than $25. This provision had ap- 
plied, however, only to persons who had been in active service or in an 
employee status on attaining age 65, and who had retired thereafter 
with at least 20 years of service. The new minimum annuity formula 
provided by the 1946 amendments awarded the least of the following 
three amounts: $3 multiplied by the number of years of service, $50, 
or the average monthly compensation. ‘This was less restrictive than 
the earlier formula since it was applicable to an employee who had at 
least 5 years of service and who had a current connection with the 
railroad industry on the annuity-beginning date without regard to 
age at retirement. The 1946 minimum annuity was particularly 
significant in the light of the 1946 disability provisions, under which 
annuities could be awarded to relatively young employees with as 
little as 10 years of service. 

Early retirement annuities for women.—Before the 1946 amend- 
nents, the Railroad Retirement Act contained a provision for the 
awarding of a nondisability annuity any time after age 60 to an 
employee with 80 years of service. Such an annuity was subject to a 
reduction of one one-hundred-and-eightieth for each month the 
emplovee was under age 65 on the annuity-beginning date. The 
146 amendments removed this reduction in the case of women 
employees. 

Basis for erediting service before 1937.—The Railroad Retirement 
Act of 1937 provided that annuities could be based in part on service 
before 1937 1f an employee had been in active service or in an “em- 
ployment relation” to an employer on August 29, 1935, the date the 
Railroad Retirement Act of 1935 became law. An individual was 
considered to be in an employment relation if he had been on that 
date, in accordance with the rules and practices in effect on the 
employer, on furlough or leave of absence, or absent because of sick- 
ness or disability. This provision had not only proved to be ad- 
ministratively cumbersome because of the many different rules and 
practices but its effects had been (1) to deny prior-service credit to 
thousands of railroad workers who, though they had no “employ- 
ment relation” on the enactment date, established their connection 
with the railroad industry by the fact that they returned to service 
after that date and contributed to the retirement fund, and (2) to 
grant credit for prior service to many others who technically had 
the “employment relation” but whose connection with the railroad 
industry proved groundless because they never returned to the 
railroad service even though able to work, and hence never con- 
tributed to the fund. 

To cope with this situation, the 1946 amendments completely re- 
vised the concept of employment relation. The “rules and practices” 
test was no longer to be a controlling factor; instead, emphasis was 
placed on the status of an employee in relation to the railroad indus- 
try in the 10-year period elapsing after August 29, 1935. Specifi- 
cally, an individual who had not been in active service on that date 
could obtain credit for railroad service before 1937 if he satisfied any 
one of the following tests: (1) he had been on that date on a leave 
of absence expressly granted by his employer, and the grant was es- 
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tablished before July 1937; (2) he had been in railroad service jy at 
least six calendar months in the period after August 29, 1935, and 
before 1946; (3) he did not retire and had not been retired befor 
the enactment date, and (a) he had stopped work before the ep. 
actment date solely because of disability, and thereafter had pp. 
mained continuously disabled until age 65 or until August 1945, o 
(5) he had not, solely because of disability, been called back tj 
service by his employer at any time on or after the enactment dat. 
and before August 1945, or (c) he had been recalled to service on o; 
after the enactment date and before August 1945, but solely becayg 
of disability he had not been able to es: in at least 6 months before 
1946; (4) he had been absent from work on the enactment dat 
because of a discharge which had been protested to the employer o: 
appropriate labor representative as wrongful within 1 year, and 
which had been followed by his reinstatement within 10 years of the 
effective date of his discharge. 

An employee could not establish an employment relation, however, 
if he had been taken over from the carrier pension roles, if he could 
have had an employment relation only by reason of service to a local 
lodge or division, or if his last employment before August 29, 1935, 
had been performed for a foreign employer outside of the United 
States. 

Increase in taxes—The Railroad Retirement Tax Act (originally 
the Carriers Taxing Act of 1937 and incorporated in 1939 into the 
Internal Revenue Code) provided for the financing of the retirement 
system by a tax to be divided equally between employer and employee, 
on the first $300 of the monthly compensation. The ultimate combined 
rate of 714 percent was to be reached in 1949 by successive triennial 
increases of one-half of 1 percent over the initial combined 514 per- 
cent tax set for 1937. ‘Two actuarial valuations of the system estab- 
lished the need for a higher tax schedule if the fund was to be main- 
tained indefinitely on a (evel-acet reserve basis. Based on an estimated 
future taxable payroll equivalent to $314 billion annually, the Board 
had recommended a 114 percent increase in the ultimate tax rate along 
with a total increase of 314 percent to cover the cost of the new benelits 
The new tax schedule accepted these estimates and called for combined 
taxes of 1114 percent for the 2 years 1947-48, 12 percent for the next 
3 years, and 121% percent thereafter. The principle of equal division 
of the rate between employer and employee was maintained. 

Other changes in the Railroad Retirement Act.—Among the less 
important changes in the Railroad Retirement Act arising out of the 
1946 amendments were: 

(1) The definition of “employee” was clarified in that it expressly 
included under certain conditions individuals performing for at 
ee professional or technical services, or certain railroad services 
under contract on the property used by the employer in his operations, 
regardless of the employer’s actual authority to supervise the work. 

(2) Redcaps were classified as employees even when they were paid 
only through tips, and their average earnings in the months of service 
in the 12 months ended August 1941 were to be used as the average for 
all service up to that time. If the redcap did not have sufficient service 
in the 12 months to permit computation of an equitable average, the 
Board was ecm ad use some other period. 
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(3) Credit was allowed for all months of service performed through 
Lat BB she year, rather than the month in which age 65 was attained. Com- 
and ‘ation paid after that year could no longer be used to effect the 


fore P nth compensation for the purpose of computing the annuity. 

eh- (4) An ultimate fraction of six or more months of service was to 
re- HB}. counted as the year of service only for employees having at least 
, OF 54 months of service. 

. to 

date VII. THE WOLVERTON AMENDMENTS OF 1948 78 


nh or 
ruse HE 19/7 developments 
fore During late 1946 and early 1947, a concerted campaign developed 
date . thin the railroad industry, aimed at repeal of the Crosser amend- 
T ot MM nents. The president of a large eastern railroad issued an open letter 
and HMM tp employees of that railroad, criticizing the Crosser amendments, 
“the MM with the same arguments that carrier representatives had used during 
the 1945 congressional hearings. In addition, an anonymous pam- 
'Ver, HMM nhlet, circulated to railroad employees, added the new assertion that 
ould #M »ilroad employees could purchase superior protection from private 
local insurance companies for the amount of taxes required of them under 
035, BM ho Crosser amendments. 
uted lhe Railway Labor Executives’ Association countered with a num- 
er of leaflets which stressed the value of the benefits provided by the 
ally HM Crosser amendments and pointed out what they considered to be flaws 
) the HAE in their opponents’ arguments. In particular, the argument that rail- 
nent MF road employees could obtain superior benefits at no extra cost from 
‘Yee; MM private insurance companies was denounced. It was pointed out that 
ined Hi most insurance companies did not sell disability policies; of those 
nial MB vhich did, at least one specifically excluded from coverage more than 
Pet Biiwo dozen railroad occupations; none insured against occupational 

























tab- disability; the protection available under the Railroad Retirement 
1ail- BM Act would cost more than twice the amount paid by railroad employees 
ne in taxes if such protection were purchased from a private insurance 
oar 


company. 

the first part of table 9 lists the various bills introduced into Con- 
gress in 1947 relating to railroad retirement. However, it is impossi- 
ble to obtain a true picture of legislative developments in that year 
vithout some consideration of the attempts that were made to amend 
the Railroad Unemployment Insurance Act as well, since the unem- 
ployment insurance amendments sought were closely related to the 
retirement proposals, For example, the fourth item in table 9, H. R. 
2169, would have repealed not only the retirement features of the 1946 
‘rosser amendments, but also the unemployment insurance features. 
Four of the bills introduced during the first session of the 80th Con- 
gress (items 5-8, table 9) were identical, and proposed the same 
amendments which the 1946 House committee had recommended, with 
some few liberalizations. 
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*The principal sources consulted in connection with the Wolverton amendments were: 


Tvice Statement of Representative Charles A. Wolverton, New Jersey, in the Joint Committee 
f bn Railroad Retirement hearings on Railroad Retirement Lezisiation, August 5, 1952, pp. 
re 10r *-73 ; subcommittee of House Committee on Interstate and Foreign Commerce hearings on 


H.R. 6766 (80th Cong., 2d sess.), June 2, 1948; 59 pages; subcommittee of Senate Com- 
mittee on Labor and Publie Welfare hearings on S. 994, 2055, 2228, 2300, 2423. 2437, and 
seg (80th Cong., 2d sess.), May 19-21, 1948, 197 pages i subcommittee of House Com- 
— on Interstate and Foreign Commerce hearings on H. R. 3150 (80th Cong., ist sess.), 
ine 18-21, 1947; subcommittee of Senate Committee on Labor and Public Welfare 

rings on 8. 670 (80th Cong., 1st sess.), June 23-24, 1947; Schreiber, David B., op. cit., 
& VI and VII, and appendix B; Annual Reports, Railroad Retirement Board, 1947-49. 
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Hearings on the House bills were scheduled for May 20, 1947, before 
the House Committee on Interstate and Foreign Commerce. ()p 
a motion of Representative Crosser, however, the committee voted 19 
to 6 against holding such hearings. Hearings were held before , 
subcommittee of the House committee on June 18, 1947, on the yp. 
employment insurance bill of Representative Howell of Illinois (}, 
R. 3150, 80th Cong.). Similar hearings, before a subcommittee of the 
Senate Committee on Labor and Public Welfare, were held on the 
Senate companion bill, introduced by Senator Hawkes, of New Jersey 
(S. 670, 80th Cong.), on June 23-24. Neither of these two bills re. 
lated to railroad retirement, and Congress took no final action on either 
of them during the first session. 


The 1948 compromise 

In contrast to the first session, activity with respect to railroad re. 
tirement during the second session of the Eightieth Congress was 
brisk, with at least 24 bills being introduced. Both Senate and House 
hearings were held and Congress passed the 1948 Wolverton amend- 
ments on June 23, 1948. 

The setting. —The 1946 amendments to the Railroad Retirement 
Act, in the minimum annuity provisions, had afforded some relief to 
retired employees who had low wage records, but no general increase 
in retirement benefits had been provided. With the steadily increasing 
cost of living of the early postwar years, the situation of many thou- 
sands of retired railroad employees became increasingly critical, as 
is apparent from table 10, Their retirement annuities had been com- 


TABLE 10.—Comparison of consumers’ price index with index of average annuity 
per year of service for retirements in each year, 1945-47 


| Average annuity per year of service for 
: retirements in each year 
Consumers’ price index! 

| 














Full age Disability 
Actuai | Percentage Percentage | Percentage 
(1935-39= change Average change Average change 
100) from 1945 from 1945 

etiipenrenenuemceesintesiipeetinanenesttsnn slpeiie siisaiin thinset ttreneaies aig caine aides cla = 

ee Ree OMT. ce £6 band, 
1946__._.. _— e mand 139. 5 8.48 2.63 —0.75 4 3.89 
1047__. pianean i = 159. 6 24.11 ori -1 3| 4 +1. 
1U.8. Department of Labor, Bureau of Labor Statistics, Index for all Moderate Income Families in Large 


Cities, Revised Series. 


puted on the basis of a formula unchanged since 1937, so that while 
the average annuity in 1947 had risen to $70, this had a value compared 
to 1937 of only $41; the maximum annuity of $120 had declined in 
value to $71; and it was estimated that the $50 minimum annulty 
had, in 1947, a value of only $30. 

It became increasingly apparent, at least to the representatives of 
railway workers, that some means of increasing retirement benelits 
must be found. In discussing this matter with the Railroad Retire 
ment Board, a possible solution presented itself. Both the Board and 
the Railway Labor Executives’ Association had consistently mail- 
tained the position from the start of the system that the financial 
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soundness of the system must be maintained at all times, and, conse- 
quently, that no pe sal to provide increased benefits (and hence, 
increased costs) should be entertained unless it was accompanied by 
, corresponding proposal providing the financial means of supporting 
the benefit increase. During the 1945 hearings on the Crosser amend- 
ments, the cost estimates produced by the Railroad Retirement Board 
aff had been based on the aoreaton that the average taxable rail- 
road payroll would be only $3.5 billion in perpetuity. Actually, rail- 
road taxable payrolls averaged over $4.5 billion in the fiscal years 
1046, 1947, and 1948. During the 1947 hearings on the unemploy- 
ment-insurance amendments, a representative of the Association of 
American Railroads had “projected an hypothesis” to arrive at an 
etimate of the average taxable railroad payroll of $4.8 billion, in 
attempting to prove that the railroad unemployment-insurance reserve 
was i vas large enough to permit a reduction in unemployment-insurance 
louse taxes. In 1947, a study of the cost of railroad retirement by the Rail- 
end- wad Retirement Board estimated the future average annual taxable 
railroad payroll at a level of $4.3 billion. With this estimated pay- 
ment qe roll, the study concluded that the system at that time was overfinanced 
ef to Ml by 1.23 percent of a level-cost basis. This means that benefits could be 
rease a increased to the same extent as if the overall taxes for the maintenance 
ising gm of the system had been increased by 1.23 percent of the taxable payroll. 
hou- Mg Going still further, on the basis of the Board’s estimate that the sys- 
1, as ge en's solvency was assured when costs and revenues were within 1 per- 
com: fag cent of each other either way, it was estimated that benefits could be 
increased to the point where the system would appear to be under- 
nuity ae financed by about 1 percent of payroll, or a total of 2.23 percent, taking 
into account the existing overfinancing estimate (1.23 percent). The 
Railway Labor Executives’ Association concluded that the study 
showed that benefit increases to the extent of 2.23 percent of taxable 
payroll were possible without increasing taxes or jeopardizing the 
financial soundness of the system. 
With this newly acquired knowledge that the railroad retirement 
system as then constituted could afford increased benefits without 
increasing taxes, the Railway Labor Executives’ Association, with the 
aid of the Railroad Retirement Board staff, proceeded to a considera- 
tion of how best the increase could be distributed among the different 
types of benefits. 
One of the major criticisms which had been made of the Crosser 
amendments in the 1946-47 campaign for their repeal had protested 
the removal from the act. of the lump-sum death benefit provision by 
which an employee had been guaranteed that he or his beneficiaries 
would receive at the very least the full amount of contributions which 
he had made. This had been viewed by many as one of the bed-rock 
principles on which the 1987 act had been based, so that many were 
uxious that the lump-sum provision should be restored to the act. 
— The Board estimated that the cost of restoring this ie would 
nefits beabout 0.6 percent of payroll. This left a balance of 1.63 percent of 
sod taxable payroll (2.23 — 0.60=1.63) available for other benefit in- 
iandfac’s. ~The Board’s actuaries estimated the 1.63 percent would 
vain: Jt an increase of retirement annuities alone by about 20 percent, 
or of retirement and survivor annuities by about 15 percent. Both the 
Railway Labor Executives’ Association and the Railroad Retirement 
Board, ‘after carefully considering the alternatives, decided that the 
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1.63 percent should be utilized solely to increase retirement annuities 
by 20 percent. 
1948 legislative action 

Following the unsuccessful attempts during the first session of the 
Eightieth Congress to obtain amendments to the Railroad Unemploy. 
ment Insurance Act, bills had been introduced during the secon 
session in early 1948, proposing a reduction in the tax contributions 
under that act, but dropping the 1947 attempts to have the sickness 
benefits of the act repealed. These proposals were countered by ep. 
ployee attempts to have benefits under the Unemployment Insurane 
Act increased. Hearings were conducted on these bills but no furthe 
action developed immediately. 

On March 24, 1948, a bill sponsored by the Railway Labor Execy. 
tives’ Association was introduced by Representative Crosser (H R 
5993, 80th Cong.) which would have increased the retirement annvi.- 
ties by 20 percent and have restored the lump-sum guaranty provision 
of the Railroad Retirement Act. Senators Aiken of Vermont. Morse 
of Oregon, Thomas of Utah, Hill of Alabama, Murray of Montana, 
and Pepper of Florida, jointly sponsored the companion Senate bil], 
and a bill to increase unemployment insurance benefits by 25 percent 
(S. 2487 and S. 2438, 80th Cong.). Hearings on these two Senate 
bills, and on some of the Senate bills introduced during the first ses. 
sion, were held May 19, 1948, before a subcommittee of the Senate 
Committee on Labor and Public Welfare. These hearings gave con- 
sideration to all proposed amendments to both the Railroad Unen- 
ployment Insurance Act and the Railroad Retirement Act. 

1948 Senate hearings.—The chief issue that arose during thes 
hearings with respect to the railroad retirement bill, was the possibl 
effects of the proposed increases in benefits on the financial soundnes 
of the system. A spokesman for the Railway Labor Executives’ Asso- 
ciation pointed out, in this connection, the wide variations in actua 
and estimated payroll assumptions. In supporting the bill, the Boan 
had used a taxable payroll estimate of $4.3 billion while the latest tax 
able payroll figure available was $5.2 billion. This witness assume 
that the correct figure was probably somewhere between $4.3 and $4. 
billion, but since he viewed the Board’s estimate as being highly con 
servative, he contended that the benefit increase proposed would no 
endanger the soundness of the system. 

In opposition to the proposal to increase retirement benefits repre 
sentatives of the Association of American Railroads testified befo 
the Senate hearings, taking the opposite view of railroad Jabor wit 
respect to the cost estimates of the Board’s staff, feeling that the 
were not sufficiently conservative, and that if the bill were enacte 
a deficiency, which might continue and grow in the future, woul 
certainly follow. 

The compromise.—It became increasingly clear, as the second #8 
sion of the Eightieth Congress drew to a close, that an impasse ha’ 
been reached, and that neither the Railway Labor Executives’ Aso 
ciation nor the Association of American Railroads would get whe 
each wanted from Congress unless they got together and reached som 
agreement on a railway social insurance bill. The railroads want 
unemployment insurance taxes reduced, and the employees want 
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increased retirement benefits and a resumption of the lump-sum 


litles ; 
aranty. 
"ty he negotiations between the workers and the railroads that 
followed each side attempted to get as much as possible from the 
f the MME other with the least concession of their own aims. The employees 
ploy. Ml finally agreed to the reduction of unemployment insurance taxes on 


cond fll the sliding-scale method proposed by the railroads provided the rail- 
tions ME roads would support improved benefits. Railway la or did sueceed in 
ness having a provision included calling for an increase in the unemploy- 
: em. Ml ment insurance tax rate earlier than that proposed originally by the 
rancefmm railroads. 


rther It is apparent that the chairmen of both the House and the Senate 

committees concerned with this matter were anxious to have the issue 
xect-aamm between the railroads and their employees resolved as quickly as pos- 
H REE sible, so that amendatory legislation could be enacted before the close 
nnuilllt of the second session, and Representative Wolverton, of New Jersey, 


“sion and Senator Ives, of New York, had a part in the compromise which 
‘Morselfamm followed. On June 1, 1948, Representative Wolverton introduced the 
itanajamm compromise bill (H. R, 6766, 80th Cong.) in the House, and on the 
» bil] Mg same day, the companion bill (S. 2782) was introduced into the Senate 
reontil by Senator Taft, of Ohio, and Senator Ives, of New York. Both bills 
enate ill bad the support of the Railway Labor Executives’ Association and the 
t ses. Association of American Railroads. 

enate Both Houses of Congress gave speedy action to the proposal and 
» con-fa passed Representative Wolverton’s bill in the House on June 8, 1948, 
‘nem-{agm and in the Senate on June 12, 1948. The bill was approved by the 

President on June 23, 1948. 


these The Wolverton amendments (Public Law 744, 80th Cong., 2d sess.) 
The Wolverton amendments to the Railroad Retirement and Un- 


\ “WB enployment Insurance Acts (June 23, 1948) provided for: (1) An in- 
“7H crease of 20 percent (with some minor exceptions in the case of mini- 


acta one . . 76 . *,¢ -. 

3 ms mum annuities) in retirement annuities, survivor annuities deriving 
ad from joint and survivor elections, and pensions to former railroad 
st Tax 


iMag pensioners; (2) a guaranty that the total benefits paid to any em- 
141 oye and his survivors would not be less than the taxes the employee 
ree ad paid to support the railroad retirement system (plus a small 
allowance in lieu of interest) since January 1, 1937, including taxes 
paid on his behalf by the Federal Government to cover periods of 
creditable military service; (3) a sliding-scale contribution rate, vary- 
eto ing from one-half to 3 percent, in place of the former 3-percent con- 
inbution rate for employers under the Railroad Unemployment 

+ the Insurance Act; (4) a change in the amount available for adminis- 
‘gm tative expenses under the Railroad Unemployment Insurance Act 


y con 
ld no 


am from 10 percent of the contributions collected under the former 
percent rate to 0.2 percent of taxable payroll, regardless of the 

a contribution rate. 

age An analysis of the changes with respect to railroad retirement, 


ee brought about by Public Law 744, follows: 
whe nereases in retirement annuities.—The annuity formula of the 1937 
.* Retirement Act (unchanged until 1948) provided a retirement an- 


we uity equal to the number of creditable years of service multiplied 
oe y the sum of the following percentages of the employee’s average 


monthly compensation : 2 percent of the first $50, 114 percent of the 
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next $100, and 1 percent of the next $150. Those employees who 
met the necessary qualifications became eligible for a minimum ap. 
nuity, before the 1948 amendments, equal to the least of the follow. 
ing: $50, $3 multiplied by the number of years of service, or the 
one average monthly compensation. The 1948 amendments 
(effective July 1, 1948) changed the retirement formula by increasing 
the percentages of the employees’ average monthly compensation i 
2.4 percent of the first $50, 1.8 percent of the next $100, and 12 per- 
cent of the next $150. The method of computing minimum annuities 
was amended to provide an amount equal to the least of S60, $3.69 
multiplied by the number years of service, or the montlily com. 


pensation. 
The effect of the changes was to increase by a flat 20 percent all 
retirement annuities with the exception of a small proportion of those 


to which the minimum formula applied. The new formulas were to 
apply not only to retirement annuities awarded on and after July |, 
1948, but also to those awarded before that date, except that retire. 
ment annuities previously awarded under the joint-and-sury ivor basis 
were to be increased by a flat 20 percent. 

The residual lump-sum payment.—Before the 1946 amendments, 
the Railroad Retirement Act provided for the payment, on the death 
of an employee, of a — sum equal to 4 percent of his creditable 
compensation after 1936, less any retirement annuities which might 
have been paid or accrued to him. This provision guaranteed that 
the benefits paid to an employee and his survivors would never be less 
than the employee taxes deducted from his earnings, plus a small 
amount in lieu of interest. 

The new lump-sum death benefit, provided in the 1948 amendments 
(which is referred to as the eahihcah ayment to distinguish it from 
the insurance lump-sum feature added in 1946), became payable any 
time after the death of an employee that it appeared that no benefits 
or no further benefits were payable, with respect to the death of the 
employee, under either the Railroad Retirement Act or on the basis 
of combined railroad and social security earnings, the Social Security 
Act. The payment equaled 4 percent of the employees’ taxable com- 
pensation in 1937-46, plus 7 percent of his creditable compensation 
thereafter, less the amount paid to the employee in railroad retire- 
ment benefits and to his survivor in survivors’ benefits under either 
the Railroad Retirement Act or, if railroad service was counted, the 
Social Security Act. Where the benefits paid exceed the sum of the 
stated percentages of the compensation, of course, no residual pay- 
ment was due. 


VIII. THE DOUGLAS AMENDMENTS OF 1951 ” 


The 1951 Douglas amendments to the Railroad Retirement Act be 
came Public Law 234 on October 30, 1951. These amendments pro- 


”The principal sources consulted in connection with the Douglas amendmen's were 
Hearings, Joint Committee on Railroad Retirement Legislation, August 5, 1952; Myers 
Robert J., and Wilbur J. Cohen, Railroad Retirement Act Amendments of 1151: Benett 
Provisions and Legislative History, Social Security Bulletin, vol. 15, No. 2, Februar 


1952 ; Sabeommittee on Railroad Retirement Legislation of the Senate Committce on Labor 
and Public Welfare, Railroad Retirement Legislation Hearings, April 27-May 14, lo!) 
House Committee on Interstate and Foreign Commerce hear'ngs on Railroad I 
Amendments, May 15—June 6, 1951; House Committee on Interstate and loreisn 





meree, report to accompany H. R. 3669 (H. Rept. 976. 82d Cong., Ist sess.), September 1 
1951; Senate Committee on Labor and Public Welfare revort to accompany © oo), 
(S. Rept. 890, 82d Cong., 1st sess.), October 4, 1951; Public Law 234—Chapter e- (o*" 


Cong., Ist sess.), October.30, 1951. 
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rided the first erenaherng. revision of the act since 1946 when tax 
rates were increased and survivor benefits and occupational disability 
annuities introduced. Like the 1948 amendments, those adopted in 
1951 provided for an across-the-board percentage increase in all an- 
nuities and pensions. This increase was 15 percent and was intended 
to keep railroad retirement benefit increases in line with —- living 
costs. But the 1951 amendments also introduced a new benefit for a 
husband or wife aged 65 or over, amounting to 50 percent of the em- 
ployees’ benefit, up to a maximum of $40; a 3314-percent increase in 
survivors’ benefits; a guaranty that the railroad retirement benefits 
vill at least equal social security benefits; credit for service after age 
6: unlimited right to revoke a joint and survivor annuity election; 
provision for a financial interchange between the railroad retirement 
cystem and the social security system; and transfer to the social 
security system of workers who retire with less than 10 years of 
railroad service. After considering the economic and political situa- 
tion in the period of 1948-51, the report will proceed to a detailed 
aalysis of the 1951 Douglas amendments to the Railroad Retirement 
Act. 

The economic and political setting, 1948-51 

Although early in the fiscal year 1948-49, civilian employment and 
industrial production had set new peacetime records, both had begun 
to decline in the middle of that year. There were parallel declines in 
the railroad industry, but such special conditions arising during the 
year as unusually mild weather, decreased exports, and strikes in the 
coal mines, all of which held down coal shipments, had even more im- 
portant results. In June 1949, freight traffic had fallen 18 percent be- 
low June 1948 ; the passenger-mile figure for June 1949 was 15 percent 
below that for June 1948, 

The rate of retirement among railroad employees also declined, pre- 
sumably as a result of the continued high cost of living and general] 
wage increases in this period. The Annual Report of the Railroad 
Retirement Board for 1949 indicates that only 15 percent of all rail- 
road employees age 65 and over retired in 1948, compared with ap- 
proximately 18 percent in 1947. 

During the following fiscal year (1949-50) levels of production 
steadily increased, although interrupted by widespread and prolonged 
labor disputes. At the beginning of that fiscal year (July 1949), the 
index of industrial production was at the lowest point of the reces- 
sion that began late in 1948. But a year later production was at a 
higher rate than ever before in peacetime. Interruptions in the con- 
tinuous rise occurred in October-November 1949 and in February 
190, when the output of the Nation’s mines and factories was greatly 
reduced by extensive work stoppages. As a result, industrial produc- 
a tn the year as a whole was still 3 percent below the preceding 
seal year. 

The dominant economic factor which influenced operations during 
the fiscal year 1950-51, was the defense program which had been 
stepped up following the outbreak of hostilities in Korea. Military 
operations began in June 1950 when the level of industrial production 
reached a postwar peak, after a year of continued recovery from the 
ow point of the mild recession of 1919. For this fiscal year, the index 

82494—33—pt. 1——10 
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of industrial production was 21 percent higher than for the preceding 
fiscal year. The defense program had an impact on railroad trafic. 
reviving it from the sharp drop of the preceding year. Although the 
industrial expansion had little effect on passenger traffic (rising only 
4 percent from the previous fiscal year), freight traffic in the first half 
of 1950-51 was 27 percent higher than in the corresponding period of 
the previous fiscal year. This increase in railroad traffic in turn was 
reflected in higher railroad employment and payrolls. Total covered 
payrolls were 14 percent higher than the year before ($5,748,000 000), 
and the average number of covered employees had risen 9 percent, (to 
1,490,000). 

Three principal reasons motivated proposals for amendments to the 
Railroad Retirement System in 1951: 

(1) The huge postwar increases in the cost of living had resulted 
in extreme hardship for hundreds of thousands of retired railroad 
employees and their families. This group, attempting to exist on a 
fixed income, were among the greatest sufferers from the wave of price 
inflation that occurred in the postwar period. While the 1948 amend. 
ments had provided an increase of 20 percent in retirement benefits, 
consumer prices had increased another 8 percent since that time and 
gave promise of rising even more, Furthermore, no substantial 
change in the survivor benefits paid under the Railroad Retirement 
Act had occurred since their initial establishment in 1946, 

(2) While several wage increases had occurred in the postwar period 
in the railroad industry, these had little effect on benetits of workers 
retiring in that period, since retirement benefits were based on rail- 
road service and earnings both before and after the inception of the 
program in 1937. It seemed plain to all that further increases were 
necessary if the relative adequacy of benefits originally planned in the 
Railroad Retirement Act were to be restored. 

(3) Finally, economic conditions had impelled Congress in 1950 to 
amend the Social Security Act making enormous increases, percent- 
agewise, in the amount of benefits payable under that act, resulting in 
the gap between social-security benefits and those payable under the 
Railroad Retirement Act being substantially narrowed, despite the 
higher tax rate of the railroad system. In addition, the 1950 Social 
Security Act Amendments increased survivor benefits to as much as 
one-third higher than those payable under the railroad system, al- 
though previously the social security survivor benefits had averaged 
25 percent lower. 


Legislative action 

The concern of Congress with the plight of retired railroad workers 
and their femilies during the Eighty-first and Eighty-second Con- 
gresses is apparent from a perusal of table 11. That. table indicates 
that from January 1949 until the passage of the Douglas amendments 
late in October 1951, some 96 separate bills were introduced into 
Congress to amend the Railroad Retirement Act. 


ftills relating to railroad retirement introduced during the Sist and 82d Congresses 


Tasce 11. 
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Two of the bills introduced in the House during this period, H. R. 
969 and H. R. 8755, received the most attention and consideration 
yhen legislative hearings began. One of these, H. R. 3669 (and its 
companion Senate bill S. 1847), was sponsored by the Railway Labor 
Executives’ Association and the other, H. R. 3755 (and its companion 
Senate bill S. 1853), was sponsored by the four operating unions. 
The operating unions were no longer members of the Railway Labor 
Executives’ Association. 

In April 1951, hearings on these and other bills to amend the Rail- 
road Retirement Act were initiated by the Senate Labor and Public 
Welfare Subcommittee on Railroad Retirement, of which Senator 
Paul H. Douglas of Illinois was chairman. 

H.R. 3669—In early April 1951, Representative Crosser, chairman 
of the House Committee on Interstate and Foreign Commerce, intro- 
duced H. R. 3669 in the House, and Senator James Murray, of Mon- 
tuna, chairman of the Senate Labor and Public Welfare Committee, 
introduced the companion measure in the Senate, S. 1347. The bill 
yas supported by the 18 “nonoperating” labor organizations, affiliated 
in the Railway Labor Executives’ Association, representing about 
three-quarters of all railroad employees. The Douglas amendments 
adopted the approach of this bill, which was supported by the Rail- 
road Retirement Board, although many of its provisions were elim- 
inated or drastically changed in the legislation finally enacted. 

The following provisions of H. R. 3669 are among the more impor- 
tant items that were changed, as indicated, in the law as passed: 

(1) Varying increases in retirement annuities, ranging from 1314 
percent to 1624 percent. The Douglas amendments provided for a 
wiform 15 percent increase in retirement annuities. 

2) A spouse’s annuity similar to that provided for in the Social 
Security Act, equal to 50-percent of the retired employee’s annuity, 
with a maximum of $50 per month. The Douglas amendments pro- 
vided such a spouse’s annuity, but with a $40 maximum. 

(3) An increase in the tax base from $300 to $400 per month of 
compensation. The Douglas amendments eliminated this proposal. 

(4) An average increase in survivor benefits of 75 percent. On the 
average, survivor benefits were increased 3314 percent under the 
urvivor formula of the Douglas amendments. 

5) Inclusion of a “work clause” in the Railroad Retirement Act, 
that retirement annuities would be withheld if the annuitant age 
‘) or over was employed in employment covered by OASI (and 
would have his benefit suspended by earning more than $50 per month 
In — employment). The Douglas amendments rejected this 
proposa i 

6) Provision for a financial interchange between the railroad 
retirement system and OASI. In effect, the Social Security Admin- 
stration was to pay to the Railroad Retirment Account all benefits 
vhich railroad workers would have received had they been covered 
ty OASI, in return for which the Railroad Retirement Board would 
pay to OAST all social security taxes which such workers would have 
pad had their railroad service been covered by social security. The 
Douglas amendments included this provision. 

(‘) Transfer to the social security system of railroad workers who 
retire = ‘t than 10 years of railroad service. This provision also 
Was Included. 
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(8) Provision for the crediting of service after age 65 for benefits 
awarded after the enactment of the amendments. The final legis}atio, 
made this provision retroactive to include all beneficiaries on the rol]s 
of the railroad retirement system. 

(9) A provision against the payment of duplicate benefits on {hp 
basis of untaxed service before 1937; that is, if the annuity is to any 
extent based on service before 1937 and the annuitant is also entitled 
to a social security benefit, the annuity is then reduced by the amount 
of the social-security benefit or by that portion of the annuity which js 
based on service before 1937, whichever reduction is less. This provi. 
sion is also included. 

(10) A provision guaranteeing to every railroad employee that in 
no case would the total of the benefits paid under the Railroad Retire. 
ment Act to him, his dependents, or survivors, and the benetits paid 
under the social security be less than would be payable if railroad 
service had been considered “employment” under the Social Security 
Act. 

H. R. 3755.—The bill which had the support of the operating 
unions was introduced in both Houses at approximately the same 
time (April 1951) as H. R. 3669, by the same Congressmen, Repre- 
sentative Crosser and Senator Murray. As introduced, H. R. 3755 
was a very short, uncomplicated bill, proposing to increase al! retire- 
ment annuities, pensions, and survivor benefits by 25 percent. Be- 
cause of cost considerations, supporters of this bill subsequently re- 
drafted it to provide for an increase of 1624 percent in retirement 
annuities and pensions, with no general increase provided for survivor 
benefits. 


T he 1951 congressional hearings 
Senate hearings 

The Senate Subcommittee on Railroad Retirement held hearings 
between April 27 and May 14, 1951, on the following bills to amend 
the Railroad Retirement Act: S. 399, S. 510, S. 681, S. 725, S. 941, 
S. 1125, S. 1308, S. 1347, S. 1348, and S. 1353. (These bills have been 
summarized in table 11.) 

While at least 10 bills were being considered by this subcommittee, 
the bulk of the evidence presented in these hearings related to S. 1347 
and §. 1353. The chairman and counsel of the Railway Labor Execu- 
tives’ Association testified in favor of the passage of their bill, S. 154/, 
as did the Chairman of the Railroad Retirement Board. Members 
of the Board’s staff were called upon for explanations of some of the 
more technical aspects of the railroad retirement system. 

The president of the Brotherhood of Locomotive Firemen and 
Enginemen, supported by legal and actuarial testimony, presented the 
vase for the operating unions’ bill, S. 1353. 

Presenting testimony opposing all proposals to amend the Railroad 
Retirement Act were three representatives of the Association of Amer- 
ican Railroads. In addition, presenting specific opposition to S. 134/ 
were Mr. Murray Latimer, former Chairman of the Railroad Retire- 
ment Board, and Mr. F. C. Squire, industry member of the Railroad 
Retirement Board. a 

Eight different individuals, representing three or four nonaffiliated 
pension groups, either testified or submitted statements during the 
Senate hearings. 
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Five Members of Congress made known their sentiments to the 

cubeommittee. Senator Gillette of lowa favored the approach of his 
pill S. 1125; Senators Kilgore and Lehman were in favor of S. 1347; 
Senator Young of North Dakota urged the passage of S. 1348, and 
Representative Van Zandt of Pennsylvania appeared before the sub- 
committee urging the immediate amendment of the Railroad Retire- 
nent Act so as to relieve the distress that prevailed among annuitants, 
pensioners, Widows, and survivors of railroad employees. 
‘ Written statements were also filed with the subcommittee, with 
respect to the various ee by a member of the Actuarial Ad- 
yisory Committee of the railroad retirement system, and by inter- 
ested Government agencies such as the Railroad Retirement Board, 
ihe Federal Security Agency, and the Bureau of the Budget. 


Major jssues 

The major disagreements arising during the Senate hearings cen- 
tered around the comprehensive changes proposed in S. 1347 and the 
proposals contained in S. 1353. The principal issues involved can be 
summarized under six headings. 

1. Cost of proposed amendments.—This is perhaps the most com- 
plex issue which arose during the Senate hearings. The Railroad 
Retirement Board submitted a favorable report on S. 1347 as intro- 
duced, which showed that the total cost of the railroad retirement 
system, as amended by S. 1347, would be 14.13 percent of payroll, 
while the total tax rate would be 12.5 percent of payroll. It was the 
opinion of the Board that the 1.63 percent of payroll difference did not 
necessitate an increase in the tax rate to maintain the system on a 
sound financial basis. The Board’s report referred to the situation 
in 1948 when the Board had supported an increase in benefits resulting 
in a cost which exceeded the tax revenue by more than 1 percent, 
lelieving that the difference in cost of about 1 percent one way or the 
other would not affect adversely the financial soundness of the system. 
Asit turned out, the fourth actuarial valuation showed, in the opinion 
of the Board, that the railroad retirement system was financially 
sound. 

One member of the Board dissented from the Board’s report. He 
agreed with representatives of the Association of American Railroads 
and Mr. Latimer that the difference between the total tax rate and 
the estimated actuarial level cost of the system indicated that the 
amendments proposed in S. 1347 would leave the railroad retirement 
system actuarially unsound. 

Representatives of the Railway Labor Executives’ Association, testi- 
fying with respect to this issue, expressed confidence that the difference 
between the total tax rate and the estimated cost of the syster: would 
disappear within a few years. They went even further, pointing out 
that, in the past, actuarial estimates of disbursements have been from 
12 to 23 percent greater than actual disbursements. 

Representatives of the operating unions offered no direct comment 
on the cost estimates for ¢' 1347 made by the staff of the Railroad 


Retirement Board. However, this group’s actuary, Mr. Bronson, in 
supporting S, 1353, stated that the cost of the existing act would be 
reduced by 0.46 pereent of payroll if the Board’s actuaries took into 
tccount a certain trend in employment which he had discovered. 

*. Increase in ereditable and taxable compensation from $300 to 
onth—Representatives of the Railway Labor Executives’ 
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Association sought to show the need for an increase in the $300 taxable 
maximum, pointing to the growing disparity between increased waos 
rates and retirement benefits. In 1937, they pointed out, basing tayo: 
on compensation up to $300 per month gave a coverage of over 98 
percent of total railroad payrolls. In 1951, the same tax base only 
reached 84 percent of payroll. The statement to the committee }\ 
the Bureau of the Budget, concurred in by the Federal Security 
Agency, while generally opposed to further extension of the railrogi 
retirement system, with respect to this particular issue, agreed tho: 
the increase in the wage base was of particular importance 

The proposal to increase the tax base was opposed by the railroads 
because they claimed it would cost them in the neighborhood of $4 
million a year. This figure was challenged by representatives of the 
Railway Labor Executives’ Association, who asserted that about 5) 
percent of the $40-million figure would be paid, in any event, as a 
corporation tax by the railroads, so that the actual cost to the carriers 
would not be $40 million but about $20 million. 

The operating unions strongly opposed the increase in the tax base. 
Feeling that members of their organizations were largely the ones who 
earned more than $300 a month, they indicated that the proposal 
would do them an injustice, since the benefit from it would largely flow 
to those earning less than $300a month. This conclusion, with respect 
to who would gain and who would lose under the proposal, was ques- 
tioned by the Railway Labor Executives’ Association. They conceded 
that the number of operating employees earning $400 a month or more 
was probably greater than such number among the nonoperating en- 
ployees, but pointed out that there were more nonoperating employees 
earning between $300 and $400 a month than there were operating 
employees. This, it was asserted, would have the effect of distributing 
the burden fairly equally between the two groups of employees. 

3. The $50 work clause.—The $50 work clause provision of §. 134 
was substantially the same as that in the Social Security Act, namely, 


a denial of benefits to age annuitants who earned more than $50 a 
month in social security employment. It had been included in the bill 
as a means of providing additional savings to the railroad retirement 
system, in order that additional benefits could be paid. Despite the 
fact that such a clause was operative in the social security system, this 
provision received considerable condemnation during the hearings 

4. Financial interchange between the railroad retirement account 
and OASI trust fund, and the 10-year provision.—The Railway Labor 
Executives’ Association bill contained a provision which would have 
transferred to the social security system all credits earned under the 
railroad retirement system by employees who retired with less than 
10 years of railroad service. Upon the retirement or death of a 
employee who had completed less than 10 years of service, benefits to 
him, to those deriving from him during his lifetime, and to his sur 
vivors, would be payable under the Social Security Act, but the resid: 
ual lump-sum guaranty would have been retained in order to offset the 
higher tax rates paid under the railroad system. The Railroad Retire 
ment Account was to reimburse the social security system for the 
employer and employee taxes that it would have received if such 
service had been covered by the Social Security Act. 
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In addition, there was contemplated an overall financial adjustmen 
to compensate the railroad retirement system for any savings \ 
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afforded the soeial security system. This adjustment was to be based 
on the principle that the social security system should neither profit 
nor lose from the separate existence of the railroad retirement system. 

The proposal to place railroad employees with less than 10 years 
of service under the Social Security Act was objected to during the 
hearings, on the grounds that it would not be fair to pay the same 
benefits to retired railroad employees, who were then being taxed at a 
rate of 614 percent, as was paid to social security beneficiaries who 
would have paid from 114 to 314 percent tax. In reply to these criti- 
cisms of the 10-year provision, it was pointed out that (1) for short 
service employees, the social security formula produces a higher benefit 
than the railroad retirement formula; (2) the transferred employees 
were guaranteed, by means of the residual lump-sum payment, that 
they would receive in benefits as much as they had contributed in rail- 
road retirement taxes; (3) short-service employees now retiring under 
both railroad retirement and social security will have paid taxes which 
are insuflicient to cover the cost of their own benefits; (4) the Railroad 
Retirement Board said that the Railroad Retirement Account would 
benefit from the combination of the 10-year provision and the financial 
interchange provision. (The Railroad Retirement Board now esti- 
mates that the Railroad Retirement Account will benefit to the extent 
of 2.38 percent of payroll from the combination of the 10-year pro- 
vision and the financial interchange provisions. ) 

With respect to the last point, the estimates of the Social Security 
Administration’s actuary differed from those submitted by the Rail- 
road Retirement Board. 

5. Spouses’ annuities.—S. 1347 provided for a spouse’s annuity, equal 
to 50 percent of the employee’s retirement or disability annuity, up to 
amaximum of $50a month. In supporting this proposal, representa- 
tives of the Railway Labor Executives’ Association stated that over 
0 percent of the 1951 railroad population was married, and that 
about 40 percent of the retired employees would immediately benefit 
from this provision. Further, it is apparent that this proposal was 
an attempt to relate more closely the benefits of the railroad retire- 
ment system to need. It was stated during the hearings that if the 
fnances of the retirement system were adequate to permit doing all 
other things that needed to be done and also to increase all retirement 
annuities by, say, 65 percents such a proposal might have been con- 
ceived of as a reasonable alternative to providing a spouse’s annuity. 
But since such a course was obviously out of the question, a spouse’s 
annuity afforded a means of doing substantially the same thing, that 
is, where two people must live on an annuity. Proponents of the pro- 
vision felt that since taxes for the maintenance of the railroad retire- 
ment system were four times higher than those of the social security 
system, it would be highly indefensible to deny spouse’s benefits to 
railroad workers when they are provided for other workers who pay 
only one-fourth of the taxes paid by the railroaders. 

Representatives of the operating unions opposed the spouse’s benefit 
proposal, holding that the small amount available in the retirement 
fund for increasing benefits should be devoted entirely to increasing 
the retirement annuities of the employees, rather than spread thinly 
over both retirement and spouses’ annuities. 
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6. Coverage of railroad employees under the Social Security Act — 
During the appearance of representatives of the Social Security Aq. 
ministration, some discussion developed with regard to making th 
railroad retirement system supplemental to social security, so thy: 
railroad workers would be covered under the Social Security Act t 
their basic benefits, and the Railroad Retirement Act would gery 
merely as a supplemental system, continuing to provide such benefits 
as were not available under the Social Security Act (for example, dis. 
ability benefits, and retirement before age 65). This plan was strong) 
opposed, during the hearings, by representatives of the Railway Labo, 
Executives’ Association. ; 


House hearings 

On May 15, 1951, the House Committee on Interstate and Foreign 
Commerce began hearings on the various bills which had been intro- 
duced to amend the Railroad Retirement Act. The hearings concluded 
June 6, 1951, and the printed record of the hearings ran to 564 pages 
(almost as long as the Senate hearings, which ran to 623 pages). 

The position of the various groups represented, the primary em- 
phasis on the Railway Labor Executives’ Association and operating 
unions’ bills, and much of the discussion during the House hearings 
duplicated that which had taken place during the Senate hearings. A 
total of 17 Members of Congress either testified in person or sub- 
mitted statements, the vast majority favoring enactment of H. R. 
3669, but many supporting provisions of their own bills (see table 11), 

The bulk of the testimony before the House hearings appeared to 
agree on two basic principles: (1) Benefits for annuitants, pensioners, 
and survivors should be increased, and (2) the tax rate under the exist- 
ing law, due to increase to 614 percent January 1, 1952, should not be 
further increased. 

The 10-year provision was opposed during the hearings on the 
grounds that it was inequitable and could not be justified, affecting as 
it did 5 million individuals who had paid the railroad retirement tax. 
In rebuttal, Mr. Schoene, counsel for the Railway Labor Executives 
Association, strongly supported this proposal, stating that the pro- 
vision of a general minimum service requirement was no new principle 
to the railroad retirement system. ‘There were, indeed, historical 
precedents within the railroad retirement system for such a move. 
When survivor benefits had been added to the railroad retirement 
system in 1946 (with the advice, approval, and recommendation of 
Mr. Latimer, one of the chief opponents of the 10-year minimum pro- 
vision in 1951) it was also provided that if an individual worker who 
had paid his railroad taxes left the railroad industry, and at the time 
of his death, was no longer connected with the railroad industry, his 
survivors’ benefits were to be paid under the Social Security Act 
Further, Mr. Schoene pointed out that in 1946 the residual guarantee 
that employees would get back at least their contributions plus an 
allowance for interest had been eliminated. Finally, from its incep- 
tion, the railroad retirement system had required 30 years of service 
before employees could retire on a reduced annuity at age 60 (and 
before female employees could retire on a full annuity at age 60). In 
a similar manner, disability protection depended on a current col 
nection in service. 
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During the hearings, several witnesses pointed to the amount of 
duplication of benefits between the current railroad retirement and 
cocial security systems. It was suggested that the elimination of the 
railroad retirement system as presently constituted and placing rail- 


road employees under social security would provide enough savings, 
‘hrough the elimination of duplication of benefits, so that the railroad 
eystem could support a very adequate supplemental system. With 


respect to this point, counsel for the Railway Labor Executives’ Asso- 
ciation indicated that a good deal of the benefit duplication had al- 
ready been removed in previous amendments to the Railroad Retire- 
ment Act, and that passage of the Railway Labor Executives’ Associ- 
ation bill would leave very little duplication of benefits between the 
two systems. No benefit duplication existed with respect to survivors. 
Passage of the bill would completely eliminate duplication of benefits 
with respect to less-than-10-year-service railroad employees, and pre- 
vent duplicate benefits with respect to prior service of long service 
railroad employees. Counsel felt that removal of any remaining 
duplication of benefits should be the responsibility of the social secu- 
rity system rather than the railroad retirement system. 

immediately following the House hearings, in June 1951, Repre- 
entative Priest introduced H. R. 4641, in an attempt to reconcile the 
jifferences that had developed during the hearings. This bill pro- 
vided for relatively few changes, with the benefit increases being 
lower, on the whole, than in the previous bills. It would have in- 
creased by 10 percent all retirement annuities, and would have pro- 
vided survivor benefits approximately equal to amounts payable under 
ihe Social Security Act. It also would contain the $50 work clause 
provision of H. R. 3669, and would have reduced benefits for annui- 
tants also receiving old-age and survivors insurance benefits. 


House committee report 


Immediately before the House took an extended recess, the House 
Committee on Interstate and Foreign Commerce voted 18 to 12 on 
September 19 to report out a completely revised version of H. R. 3669. 
The provisions of the House committee bill were relatively simple, 
providing for an increase of 15 percent in retirement annuities and 
pensions, of 3314 percent in survivor benefits, and of 25 percent in 
lump-sum death benefits. 

_Insupport of the committee bill, the House committee report (Rept. 
No. 976, 82d Cong., 1st sess., September 19, 1951) stated that the bill 
had two fundamental purposes: (1) To provide a sorely needed in- 
crease In pensions and annuities in the simplest form possible and in 
the easiest and quickest way possible, and (2) to preserve the financial 
‘ability of the railroad retirement fund. It is apparent from the 
report, that a majority of the House committee felt that the more 
controversial issues included in the original H. R. 3669 (such as the 
spouse's benefit, work restrictions, increased tax base, transfer of 
ess-than-10-year-service employees to social security, and establish- 
ment of a complicated correlation between railroad retirement and 
‘cial security) made it necessary to report out a simplified bill, leav- 
ing consideration of the controversial provisions to a later date. 

In contrast to the views of the majority of the House committee, 
eight Members joined with the chairman in a statement, included in 


a 2 ‘ . . ° t. = ‘ 
‘he committee report, opposing the committee bill. The minority 
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opinion was that the Hall substitute (there are indications in the 
minority report that the commitee bill was actually the proposal of 
Representative Leonard W. Hall, which had been substituted fo; 
H. R. 3669 after only a few minutes’ executive discussion of the 
Railway Labor Executives’ Association bill) was wholly insufficient 
since it provided no benefits for spouses and had no guaranty that 
benefits under the Railroad Retirement Act would be at least as much 
as those payable for comparable service under the Social Security Act 
The 3314-percent increase in survivor benefits was bitterly criticized 
by this minority group of the House committee, on the grounds that 
such a small increase would result in an average widow’s annuity of 
about $40 a month and an average parent’s or child’s annuity of about 
$23. Finally, the committee bill was criticized with respect to cost, 
for, since it did not provide for any source of increased income, it 
would be more costly than the original H. R. 3669, 

Appended to the minority report of the House committee were 
several statements supporting the minority position. Included jy 
these statements was one by the majority of the Railroad Retirement 
Board, recommending that no favorable consideration be given to the 
substitute committee bill, which the statement proceeded to analyze 
critically. A letter from the Director of the Bureau of the Budget, 
dated August 9, 1951, and concurred in by the Federal Security 
Agency, was also included in this appendix. This letter sought to 
clarify the position of the Bureau of the Budget with respect to 
H. R. 3669. Starting with the fundamental position of that agency, 
that in the long run, the interests of railroad workers would }y 
better served by basic coverage under the OAST system with add 
tional benefits payable by the railroad retirement system, the Dire 
tor of the Bureau proceeded to state that until such time as this end 
could be brought about, his Bureau agreed that additional benefits 
of the kind proposed by H. R. 3669 were needed, and that if Congress 
believed that such benefits could be equitably given by the enactment 
of H. R. 3669, the Bureau did not wish to object to the passage of 
the bill, subject to one condition. It could not recommend passage 
of the measure unless it provided for current transfers between the 
OASI and railroad retirement systems in whichever direction was 
necessary, in order to pay for the costs of the transfers that occurred 
between the two systems. 

The House committee report also included additional minomnty 
views of three House Members (John W. Heselton, H. D. Scott, Jr. 
and John D. Bennett) which also urged the passage of H. R. 3669 as 
originally introduced. 


Senate committee report 


On October 4, 1951, the Senate Committee on Labor and Public 
Welfare reported out S. 1847, the companion bill to H. R. 3669, but 
with a number of significant amendments (S. Rept. No. 890). The 
Senate committee adopted, without change, the bill recommended by 
Senator Douglas, chairman of the subcommittee. The Douglas bill 
ultimately became the final version of the 1951 amendments with only 
a single important change. It proposed an increase in tax base to 
$350 a month, a feature eliminated in the conference committee. The 
differences between the final version and the Railway Labor Execu- 
tives’ Association bill have already been discussed. 
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Included in the Senate committee report was a peat from the 
Railroad Retirement Board, containing estimates of the cost of the 
various proposals to amend the Railroad Retirement Act. These 
included a new estimate of the cost of S. 1347 as introduced, reducing 
the cost from 14.13 to 13.9 percent of payroll. It estimated the cost 
of the committee bill, with a $350 monthly tax ceiling, as 14.06 percent 
of payroll. This difference of about 1.56 percent between the total 
‘ax rate of 12.5 percent and the estimated actuarial level cost of the 
system if the committee bill were enacted, would not present any 
rious problem, in the opinion of the committee. In any event, the 
committee felt that the proposed study of the railroad retirement 
eystem would soon disclose whether, and the extent to which, further 
ction would have to be taken to insure the solvency of the railroad 
retirement system. 
Congressional action 

On the same day that the Senate committee report was issued, the 
House began debating the legislation. The House debate continued 
until October 16, the day after the Senate had acted on the companion 
till, S. 1347. As might have been anticipated from the minority views 
expressed in the House committee report by eight Representatives and 
(Chairman Crosser, Representative Crosser offered a substitute bill 
luring the debate in the House, closely paralleling the provisions of 
the original bill H. R. 3669. This substitute was rejected by a vote 
of 114 to 158. On behalf of the majority of the House Committee 
on Interstate and Foreign Commerce, Representative Harris offered 
:substitute for the reported bill which was adopted without a record 
On October 15 the Senate had debated and adopted, by voice vote, 
Senate committee bill. On the following day, the House had 
debated the matter, as indicated above, and had adopted Representa- 
tive Harris’ substitute bill, whose provisions were the essence of H. R. 
i669 as reported (1. e., the House committee bill) plus most features 
ofS. 1347 as passed by the Senate except for the financing features. 
In addition to inereasing retirement and survivor benefits and lump- 
sum death payments, the bill passed by the House provided for spouses’ 
and widowers’ annuities. It also included the minimum guaranty 
provision but required a current connection to obtain this guaranty. 
In order to take the legislation to conference, on October 17 the 
Senate considered H. R. 3669 as passed by the House the previous 
tay, and by unanimous consent approved it, but with the wording of 
. 1347, as passed by the Senate (i. e., the Douglas bill), substituted 
ior the language in the House bill. 

On October 18 a conference committee of both Houses met and 
ported an agreement. On the following day this agreement was 
wceepted by the House by a vote of 339 to 0 and by the Senate by 
itanimous consent. The final legislation contained virtually the same 
provisions as the Douglas bill which was originally passed by the Sen- 
ile, with the exception that the maximum taxable wage base was not 
increased. By the agreement, the House had accepted the following 
‘portant changes from the bill it had originally passed: the transfer 
ofemployees with less than 10 years of service to social security, the 
lanclal interchange agreements between the two systems, provisions 
welating to duplication of benefits, and the crediting of service after 
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age 65 to be made retroactive to benefits already awarded. On Octoby: 
31, 1951, the President signed the legislation which became Pyhj;, 
Law 234. 

The Douglas amendments (Public Law 234, 82d Cong., 1st sess.) 

The 1951 amendments to the Railroad Retirement Act, effectiy 
November 1, 1951, included the following major changes in that law: 

(1) A 15-percent increase in pensions and annuities. 

(2) A 3314-percent increase in survivors’ benefits. 

(3) A new benefit for a husband or wife aged 65 or over 
amounting to 50 percent of the employee’s benefit, up to a maxi. 
mum of $40. 

(4) A guaranty that the railroad retirement benefits would at 
least equal social security benefits. 

(5) Credit for service after age 65. 

(6) Unlimited right to revoke a joint-and-survivor annuity 
election. 

(7) Transfer to social security of workers who leave railroad 
work after less than 10 years’ service. 

(8) A provision for a financial interchange between the Rail 
road Retirement Account and OAST so that the latter would 
neither gain nor lose from the separate existence of the railroa 
retirement system. 

It is important to note that the effect of the 1951 amendments o1 
retired employees and their surviving families was greater than the 
effect of any one of these changes alone. With respect to survivor 
benefits, the net effect was an increase in the overall average family 
benefit of some 43 percent. The most important factors involved 
this increase were the 3314 percent increase in survivor benefits and 
the operation of the social security minimum guaranty. 

The three chief factors responsible for the substantial increases 11 
employee benefits were the 15 percent increase in annuities and pe! 
sions, the new spouse’s annuity, and the social security minimuw 
guaranty. The net result was that average monthly annuities 
creased in December 1951 from $82.58 to $105.91, an overall averag: 
annuity increase of 28.4 percent. Some 30 percent of the 257, 
annuities on the rolls in that month had wives eligible for the nev 
spouse’s benefit, and for this group alone the average family ben 
per month rose from $91.06 to $141.16, an increase of 55 percent. 

Tables 12, 13, 14, and 15 include examples of how the benefits would 
be increased for pensioners, annuitants, and widows, either with 0! 
without surviving children, whose benefits were calculated on | 
basis of different numbers of years of taxable service. Table 16 shv 
the actual net effect in December 1951 of the 1951 amendments on 
survivor family benefits, while table 17 illustrates the net effect o 
survivor benefits of the social security minimum guaranty provisio! 
Table 18 shows the effect of the 1951 amendments on retired employees 
with and without eligible wives. 

The Douglas amendments to the Railroad Retirement Act we! 
hailed by the majority of the Nation’s railroad workers, particularly 
the increased benefits which would help to provide additional prote 
tion against the harmful effects of inflation and rising prices. 
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Taste 14.—Comparison of old and new survivors’ benefits—10 years’ tag,) 
service (November 1951) I 


Average monthly} . ‘ 
; omer law New law 
compensation — | Former la ew law 


Widow only, 65 or over 


$100 $27 1 $38 
200 35 | 149 
300 39 160 
! Ag 
eens ee v 
Widow and 1 child ? ( 
$100 $45 | 1 $75 
200 | 58 | 197 : 
300 65 1120 
Widow and 2 children ? 1 
$100 $63 $84 
200 82 1130 
300 91 | 1150 
Widow and 3 children ? 
$100 $72 $96 - 
200 OF 1150 
300 105 1150 
et os a a ee Ag 
"By reason of guaranty contained in bill that no beneficiary under the Railroad Retir 
receive less than he would have received had he been covered by social security. Pai 
2 Regardless of widow's age if dependent children are under 18. 
Source: Railroad Retirement Board. 


TaBLe 15.—Comparison of old and new survivors’ benefits—15 years’ t 
service (November 1951) 


Average monthly 


Fo! aw New law 
compensation Former la New la 


Widow only, 65 or over 





$100 $28 1 $38 | 
200 | 37 149 
300 4l 160 


| Widow and 1 child 2 


$100 $47 1 $75 
200 61 197 


300 68 1120 


Widow and 2 children 2 


$100 $65 7 


ws 
200 } 86 1130 





300 96 1150 


Widow and 3 children 2 
1 


$100 | $75 $100 | 
200 | 98 1150 
300 | 109 1150 





! By reason of guaranty contained in bill that no beneficiary under the Railroad Retir 
receive less than he v ould have received had he been covered by social security. 
* Regardless of widow’s age if dependent children are under 18. 


Source: Railroad Retirement Board. 
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Tape 16—Family benefits in current-payment status on Dec. 31, 1951, by com- 
position of family and average benefits before and after amendments 
Average family benefit | 
nes Number of |---| Percentage 
Family composition ; oe | nen 
families Before After increase 
amendments amendments | 
Sanne 112, 200 $32. 92 43 
need widow eta eatetk. rh 84, 100 | 29. 85 34 
Widowed mother with children. ............. | 12, 900 | 55. 39 56 
Childr at deeb cddaecidegete 14, 200 31. 01 75 
Sesmnie___....x:<’cedvsie qplaliedeasetnameesant eens 1, 000 | 17. 34 108 
| 





1d Retirement Board (based on a 10-percent sample of survivor annuities in current- 
is on Dee. 31, 1951). 


Taste 17.—Family benefits in current-payment status on Dec. 31, 1951, which 
were affected by social security minimum guaranty provision, by composition 
of family and average benefits before and after amendments 


Average family benefit | 











acs Number of ————| Percentage 
Family composition sialon | oantiee 
families Before | After | increase 
amendments | amendments 
| 
i — 
Ll. c= Lensiagehene eben iene condamaan 41, 500 $34. 98 | $55. 63 59 
dest WidoW . <<. <..clakak a ee : 20, 600 | 28. 63 | 40, 30 | 41 
Widow ther with children...............- 9, 800 55. 75 | 90. 22 62 
RIGIOD. 00... en ncsscnadahetnd hese ketete~ dann } 10, 200 29, 35 | 54. 68 | 86 
Panats.....:....cck nee peti 900 | 17. 22 39.00 126 
' 








Source: Railroad Retirement Board (based on a 10 percent sample of survivor annuities in current 
payment status on Dee, 31, 1951). 
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IX. 1952 DEVELOPMENTs ” 


During the second session of the Eighty-second Congress, two major 
developments occurred in the railroad retirement field. Congress 
amended the Social Security Act in July 1952, which amendments 
‘neluded provisions amending the Railroad Retirement Act, and the 
study of the Joint Congressional Committee on Railroad Retirement 
got under way. 

;2 social-security amendments (Public Law 590, 82d Cong., 2d sess.) 


Under the 1952 amendments to the Social Security Act, old-age and 
syrvivors insurance benefits were increased. In order to maintain the 
existing relationship between the old-age and survivors insurance 
eystem and the railroad retirement system (brought about by addi- 
“ion of survivor benefits in the Crosser amendments of 1946 and by 
the transfer to OASI of the less-than-10-year railroad employees and 
financial interchange provisions in the Douglas amendments of 1951), 
this legislation contained provisions amending the Railroad Retire- 
ment Act. 

Section 6 (technical amendments) of Public Law 590 (July 18, 
52) amended the Railroad Retirement Act as follows: 

(1) Increased the minimum insurance benefits payable under the 
ailroad Retirement Act to conform with the increases provided in 
setion 2 of Public Law 590. 

(2) Liberalized the work clause applicable to individuals receiving 
survivor benefits under the Railroad Retirement Act from $50 to $75 
a month. 

(3) Included in the definition of Social Security Act wages the 
military service credits provided in section 5 of Public Law 590, but 

uly to the extent that the military service was not creditable under 
the railroad retirement system. 

These amendments resulted in some increased costs to the railroad 
ietirement, system, but the increase in social security benefits enabled 
the railroad retirement system to reduce overall costs by 0.33 percent 
of taxable payroll, because of the financial interchange. This is fully 
discussed in chapter 4. 


19 


1952 hearings 

On August 5, 1952, the Joint Congressional Committee on Railroad 
etirement held hearings on the liberalization of benefits and eligi- 
bility requirements of the Railroad Retirement Act. 

David B. Schreiber, associate general counsel of the Railroad Re- 
trement Board, presented the views of that agency with respect to the 
matter of liberalizing benefits and eligibility requirements of the act. 
In his oral presentation, summarizing the Board’s written statement, 
Mr. Schreiber discussed four issues : 

(1) With respect to the proposal that the retirement age should 
ve lowered to 60, the Board opposed it because if all those eligible to 
retire at age 60 were to do so it would cost the railroad retirement 
system an additional $200 million ee and no means of ob- 


taining a revenue had been made by those advocating this 
proposal. 


——_—_—_—... 


S Sources consulted with respect to the 1952 developments included Public Law 590, 
uly 18, 1952: Joint Committee on Railroad Retirement Legislation, Hearings on Liberall- 
‘ation of Benefits and Eligibility Requirements, August 5, 1952, 194 pp. 
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(2) Inconnection with the proposal to compute the average monthly 
compensation on which the retirement annuity is based from the earn. 
ings in the five highest years, the Board could not support such a pro. 
vision for similar reasons; i. e., it would cost an additional $75 ty 
$100 million a year, and no proposal had been made as to how that 
amount could be raised. 

(3) The Board had experienced considerable difficulty administer. 
ing the provision which permitted disability annuitants to remaiy 
employed and receive the annuity as long as their earnings were jot 
in excess of $75 a month in six consecutive calendar months. This 
loose measure of recovery or rehabilitation from disability had jot 
worked out too well in practice, had proved difficult to police, and 
the Board recommended that it be changed to a straight $100-per-. 
month work clause. It was estimated that this change would actually 
save the system about $1.5 million annually. s 

(4) Concerning the $2.9 billion reserve of the railroad retirement 
system, Mr. Schreiber stressed the importance of recognizing that 
this sum was a reserve and not a surplus which could be used to increase 
benefits indiscriminately. 

Mr. Schreiber submitted a statement outlining the development of 
the railroad retirement system. Representative Wolverton, a men- 
ber of the joint committee, submitted a similar statement, outlining 
in some detail the legislative developments in the postwar period. 

Mr. Lester P. Schoene, counsel for the Railway Labor Executives’ 
Association, presented the position taken by that organization with 
respect to benefit and eligibility changes. In general, he said, the 
Railway Labor Executives’ Association had always favored the liberal- 
ization and improvement, from the beneficiary’s standpoint, of the 
railroad retirement system to whatever degree possible without tak- 
ing undue financial risks. 

While Congress had not included all of the proposals of the Rail- 
way Labor Executives’ Association in passing the Douglas amend- 
ments in 1951, Mr. Schoene stated that his organization felt precluded 
from advocating the enactment of the omitted provisions because of 
the cost situation. The 1952 amendments to the Social Security Act 
had increased that system’s work clause from $50 to $75 a month. 
It was certain that the association would not advocate the enactment 
of a more stringent work clause for the railroad retirement system, 
but the savings resulting from a $75 clause would be less than from 
the $50 clause. Mr. Schoene indicated that the association was recon- 
sidering the desirability of any work clause, and was giving considera- 
tion to an increase in the minimum retirement annuity provisions of 
the act. ay 

For two main reasons, the Railway Labor Executives’ Association 
did not make any specific recommendations at the hearings. Until 
the results of the fifth actuarial valuation were available, there existed 
considerable uncertainty with respect to the financial status of the 
railroad retirement system. The brief time since the passage of 
the Douglas amendments was not considered sufficient to appraise 
how the amendments were working out in practice. The general 
attitude of this group was summarized by the chairman of the col- 
mittee as “wait and see.” 
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Mr. G. E. Leighty, chairman of the Railway Labor Executives’ 
Association, on being questioned, stated that his association, whose 
members included the responsible heads of organizations representing 
the bulk of railway employees, was very critical of the irresponsible 
attitude of independent pension groups which urged the provision of 
oreater benefits with little or no regard for the financial safety of 
the system’s funds. 

Mr. J. Carter Fort, vice president and general counsel of the Asso- 
ciation of American Railroads, presented the carriers’ position to the 
committee. Agreeing with the Railway Labor Executives’ Associa- 
tion's stand, Mr. Fort said that it would be idle to speculate about 
what or how much benefits could be increased if the money were 
available, until it was known whether or not such funds were avail- 
able. Based on existing information, his association believed that the 
present taxes were insufficient to finance any increase in benefits, and 
that these taxes were so high that they could not be increased. Finally, 
the Asociation of American Railroads wished to have further infor- 
mation, with respect to the financial impact of the 1951 provisions 
dealing with coordination of the railroad retirement system with 
the social securit 1 pew before going any further. 

Mr. Murray W. zatimer represented the four operating unions at 
the hearings, stating that these organizations were not prepared to 
make any recommendations with respect to either benefits or financ- 


ne 


Llys 


Representatives of two independent pension organizations, the Rail- 
road Pension Conference and the Railroad Pension Forum, testified 
in favor of retirement after 30 years’ service at half pay, regardless 
of age. Other proposals for liberalizing benefits they favored in- 
cluded caleulating the average monthly compensation on the basis 
of the earnings of the five highest years of service, elimination of the 
dual benefit restrictions, and making widows’ benefits available at 
age 60 instead of age 65. 

By and large, little was gained by these particular hearings. Most 
of the interested groups seemed to prefer to await additional ex- 
perience under the 1951 amendments, completion of the fifth actuarial 
valuation of the railroad retirement system, and the results of this 
joint committee study. Only then, it would appear, would they have 
the technical and financial information necessary to consider changes 
inthe Railroad Retirement Act. 


X. SUMMARY 


The legislative developments of the railroad retirement system 
indicate, more than ae hctian the need for more information upon 
vhich to base consideration for changes in the act. With this in 
nind, and hopeful that the analysis of the origins and legislative 
‘evelopments of the railroad retirement system included in chapters 
‘and 2 of this report will enable Congress and the groups concerned 
'o have adequate perspective of the problems involved, the report will 
proceed to an anabvide of the system in operation. 








APPENDIX TO CHAPTER 2 


Provisions or Tre Ramroap Rerrrement Acts anv Tuerr Dares op 
ENACTMENT ? 


The provisions of the Railroad Retirement and Taxing Acts ay 
included in this appendix on a topical, chronological basis. For jy 
stance, all of the provisions dealing with coverage of employers unde 
the various acts and amendments are listed, starting with the ep. 
ployer-coverage provisions of the 1934 act, followed by similar provi- 
sions in the 1935 and 1987 acts, and any subsequent amendments, As 
an aid to the reader, the provisions and page numbers are listed in the 
following table of contents. 


CONTENTS 


Page 

I. Coverage—Employers--.. bLidesdote 1 
II, Coverage—Employees... .........<--.--<-=-++<-- aadinip oan eden { 
III. Service. ‘ ; i . . 14 
IV. Compensation _ - - ee ab bk ce ieee ee od 5 dia tebe oe douk rt 
V. Retirement benefits—Types and eligibility conditions................-.-- 4s 
VI. Retirement benefits—Duration of payments i , i 


VII. Retirement benefits—Computation _ - aati tieti Del tl ce 
VIII. Survivor benefits—Types and eligibility conditions _ Davencanie 

IX. Survivor benefits—Duration of monthly payments. ...............------ ‘ 

X. Survivor benefits—Computation, - niet icin nied mith as 

a See é.4 Pd ys ws bsuceni . o 

XII. Railroad retirement account, appropriations, and financial reports_---.--~- ~~ ~~~ 
XIII. Special investigations and reports Saltannaiaactee Lscauien 
XIV. Court jurisdiction... Ws ik. as Ee 

ay 6) ee SEE TEENIE SUING 6nc conscracecuncnndasdndheasebhasaedepobeonenes 


I. CovERAGE—EMPLOYERS 
June 27, 1934 

The following were covered employers: 

(1) Carrier employers: Carriers by railroad, express companies, and sleep 
ing-car companies, subject to the Interstate Commerce Act. 

(2) Carrier affiliate employers: Companies owned or controlled by one or 
more carrier employers and operating equipment or facilities or performing 
service (other than trucking service) in connection with railroad transportation 

Street, interurban, and suburban electric railways not operated as a part of 4 
general steam-railroad system of transportation were excluded. 


August 29, 1935 
Same as June 27, 1934. 


June 24, 19387 


The following were covered employers: 

(1) Carrier employers: Carriers by railroad, express companies, and sleep 
ing-car companies, subject to part 1 of the Interstate Commerce Act. 

(2) Carrier affiliate employers: Companies owned or controlled by one 0! 
more carrier employers, and operating equipment or facilities or performing 
service (other than trucking or casual service) in connection with railroad 
transportation. : 

(3) Railroad associations: Traffic associations, tariff bureaus, weighing avé 
inspection bureaus, collection agencies, and other organizations controlled and 


1The 1934 act was declared unconstitutional and the 1935 act was replaced in \* 
entirety by the 1937 act. Thereafter, it is stated specifically, or made clear from tht 
context, whether an amendment is a new provision or supersedes one previously in effect 
The taxing provisions are part of the Railroad Retirement Tax Act. 
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ined by two or more employers and engaged in the performance of 
in connection with railroad transportation (some of these were covered 


mainta 


service in connectio 
in 1935 by implication). 


5 


(4) Railway-labor organizations: Those that are national in scope and or- 
anized in accordance with the provisions of the Railway Labor Act, and their 
and National legislative committees, general committees, insurance 
jepartments, and local lodges and divisions. / 

Street, interurban, and suburban electric railways not operated as part of a 
eneral steam-railroad system of transportation were excluded. 


State 


ES OF August 13, 1940 

The term “employer” was not to include a company by reason of its being 
engaged in the mining of coal or the supplying of coal to a carrier where delivery 
ig not beyond the mine tipple. 


S are 


ir M- II. CoveraceE—E MPLOYEES 

Inder June 27, 1934 

: eM The following were covered employees: 

TOV)- (1) Persons in the service of an employer, subject to its continuing au- 
\s thority to supervise and direct the rendition of their service, at any time after 
1 June 27, 1934, or within 1 year before that date. 

n the (2) Officers and other official representatives of employee organizations 


who (i) have performed service for an employer, (ii) are designated and 
quthorized to represent employees in accordance with the Railway Labor Act, 
and (iii) represented employees during or following employment by an employer. 


Page Employee representatives were covered on a yoluntary basis. 

4. 

a sugust 29, 1935 

r The following were covered employees: 

Ms (1) Persons in the service of an employer, that is, subject to its continuing 
5 authority to supervise and direct the rendition of their service, for which they 
4 received compensation. 

. (2) Persons in the employment relation to an employer, that is, furloughed 
16 on leave of absence, and subject to call for service and ready and willing 
lat to serve, all in accordance with the established rules and practices usually in 


effect on railroads. 

(3) Officers and other official representatives of employee organizations who 
i) have performed service for a carrier, (ii) were designated and authorized to 
represent employees in accordance with the Railway Labor Act on or after 
August 29, 19385, and (iii) represented employees during or immediately fol- 
lowing employment by an employer. The annuities of these representatives were 
letermined according to such regulations as the Board might deem reasonable 









sleep ind were the same as they would be if the representatives were still in the 

ore mploy of their last former employer. 

ming June 24, 1937 

tation The following were covered employees: 

rt of & 1) Persons in the service of an employer, that is, subject to its continuing 
authority to supervise and direct the rendition of their service, for which they 
received compensation. An officer was considered as an employee. Service might 
ve rendered within or outside the United States, except that an individual was 
lemed to be in the service of an employer not conducting the principal part 
if its business in the United States only when he was rendering service to it in 
the United States. An employee of a local lodge or division defined as an em- 

sleep ployer must have been in the service of, or in the employment relation to, a carrier 
n or after August 29, 1935. 

one ot (2) Persons in the employment relation to an employer, that is, on furlough, 

orming subject to call for service and ready and willing to serve, or on leave of absence, 


silroad r absent on account of sickness or disability—all in accordance with the es- 
tablished rules and practices in effect on the employer. An individual was not 
in the employment relation to an employer if his last period of service was out- 
‘ide the United States under conditions in which the service itself would not 
be creditable. 

(3) Employee representatives, that is, officers and official representatives of 
totemployer railway labor organizations who were at one time in the service 
ofan employer and who were authorized and designated to represent employees 
‘accordance with the Railway Labor Act, and individuals regularly employed 
iy them in their official duties. ; 
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June 11, 1940 


An individual, not a resident or citizen of the United States, was not in the 
service of an employer when rendering service in a foreign country if the soe 
of that country required that the employer employ, in whole or in part, Citizens 
or residents of that country. 


August 13, 1940 


An individual was not in the service of an employer if he was engaged jn th 
physical operations of mining coal, the preparation of coal, the handling (othe 
than movement by rail with standard railroad locomotives) of coal not beyon) 


the mine tipple, or the loading of coal at the tipple. 
April 8, 1942 


An individual was in the service of a local lodge or division of a railway. 
labor-organization employer not conducting the principal part of its business jy 
the United States only if (1) substantially all the members of the local lodge 
or division were employees of an employer conducting the principal part of its 
business in the United States, or (2) the headquarters of the local lodge or diy. 
sion were in the United States. 

An individual was in the service of a general committee of a railway-labor. 
organization employer not conducting the principal part of its business in the 
United States, only if (1) he represented a local lodge or division described 
above, or (2) substantially all the individuals represented by it were employees 
of an employer conducting the principal part of its business in the United States, 
or (3) he acted as a general chairman or assistant general chairman of a general 
committee which represents individuals rendering service in the United States 
to an employer. 


July 31, 1946 

An individual was also in the service of an employer if he was rendering pro- 
fessional or technical services and was integrated into the staff of the employer, 
or he was rendering, on the employer’s property, other personal services the 
rendition of which was integrated into the employer’s operations, and if the 
service was rendered for compensation. 

A redecap was deemed to have employee status during periods, before the 
enactment of the Fair Labor Standard Act (October 1988), when his only 
remuneration was in the form of tips. 

An individual was in the employment relation to an employer on August 29, 
1985, if (1) he was on that date on an expressly granted leave of absence from 
his employment, and the grant of leave was established before July 1947; or (2) 
he was in the service of an employer after that date and before 1946 in each of 
six calendar months; or (3) before that date he did not retire, and was not 
retired or discharged from the service of his last employer, but (i) solely because 
of a disability he ceased before that date to be in the service of such employer and 
thereafter remained disabled until age 65 or until August 1945, or (ii) for that 
reason he was not called to return to service after that date and before August 
1945, or (iii) if he was called he was for that reason unable to render service in 
6 months before 1946; or (4) he was on that date absent from service because 
of a discharge which, within a year after its effective date, was protested as 
wrongful and which, within 10 years after its effective date, was followed by a 
reinstatement with all seniority rights. He was not in the employment relation 
to an employer on August 29, 1935, if he had been awarded a pension, or if bis 
last period of service before that date was outside the United States under co 


ditions in which the service itself would not be creditable, or if his only connec 
tion with the railroad industry lay in having maintained or reestablished a 
relationship with a local lodge or division (the previous definition of employment 


relation was superseded). 


July 31, 1946 

If the survivors of an employee were not entitled to insurance benefits under 
the Railroad Retirement Act, he was considered, for the purpose of survivor 
benefits that may be payable under the Social Security Act, to have been under 
the coverage of that act during the period of his railroad employment after 
1936. For this purpose, compensation paid in a calendar year was, in [he 
absence of evidence to the contrary, presumed to have been paid in equal pro 
portions with respect to all months in the year in which the employee was in 
service as an employee. 
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October 30, 1951 

If an employee had less than 10 years of service, he was considered, for the 
purpose of old-age and dependents’ benefits that may be payable under the 
gial Security Act, to have been under the coverage of that act, during the 
period of his railroad employment after 1936. For this purpose, compensation 
was presumed to have been paid as in the case of survivor benefits, and all 
service as an employee was deemed to have been performed in the United States, 


Ill. Service 


» 27, 19384 

"Sl “ service was allowed for each month during which the individual 
was paid compensation by an employer, provided he was an employee after June 
way: o7. 1934, or within 1 year before that date. : ; ; 

°ss in “Twelve months of service constituted a year of service. An ultimate fraction of 
a § months or more Was computed as 1 year, and a fraction of less than 6 months at 
of its vat we 

divi- be ect years of service used in computing the annuity was limited to 
%) but there was no limitation on the service period used in computing the 


— monthly compensation. 
n the 


‘ribed August 29, 1985 

loyees A month of service was allowed for each month during which the individual 
tates, rendered service to an employer for compensation, provided he was an employee 
neral on or after August 29, 1935. 

States Twelve months of service constituted a year of service. An ultimate fraction 
of 6 months or more was computed as 1 year, and a fraction of less than 6 months 
at its actual value. 

The number of years of service used in computing the annuity was limited to 
cae 30, but there was no limitation on the service period used in computing the 
2 'the monthly compensation. 


if the June 24, 1987 


g pro- 


A month of service was allowed for each month after 1936 during which the 
re the individual rendered service to an employer for compensation, received remunera- 
3 only tion for time lost, or was an employee representative, and, if he was an employee 

on August 29, 1935, for each such month before 1937. 
st 29, Service before 1937 to a company which was an employer on August 29, 1935, 


> from or to a carrier, express company, or sleeping-car company which was the 
or (2) predecessor of a company which was a carrier on that date, might be allowed 
ach of regardless of whether, at the time the service was rendered, the company itself 
as not was an employer. 
ecause Twelve months of service constituted a year of service. An ultimate fraction 
er and of 6 months or more was computed as 1 year, and a fraction of less than 6 months 
wr that at its actual value, 
August Service after June 1937 and after the month in which the employee attained 
vice in age 65 was included in the years of service for the purpose of computing the 
— monthly compensation if the effect was to increase the annuity; otherwise it 
ted = was excluded. In any event, it was not included in applying the annuity formula 
d by a jercentages to the monthly compensation. 
a If an individual rendered service to any employer after 1936, and if he was, 
if “ on August 29, 1935, an employee of an employer conducting the principal part 
er = of its business outside the United States, the years of service included the service 
ed 6 after 1936 and the proportion of service before 1937 represented by the proportion 
_ 8 of (1) the total money remuneration for service after 1936 rendered to an em- 
yymient ployer in the United States or to an employer conducting the principal part of 
its business in the United States, to (2) the total money remuneration for serv- 
ice rendered anywhere to an employer after 1936. 
. under The number of years of service used in computing the annuity was limited to 
arvivor 3 if service before 1937 was allowed; otherwise there was no limitation. 


| under October 8, 1940 


ra Years of service included months before 1937 during which an employee was 
al gre the land or naval forces of the United States during a war-service period, if 
was {0 e entered military service during the war-service period, and if, before the 

beginning of his military service and in the same calendar year in which the 
uilitary service began, or in the preceding calendar year, he performed compen- 
Sated service or lost time as an employee or was an employee representative. The 


aaa 
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term “war-service period” included any war period, and, with respect to any h 

particular individual, any period during which, having been in military geryjca i 

at the end of a war period, he was required by the President or Congress to cop. I, 

tinue in military service, or during which he was required to enter and continye 

in military service. t] 

April 8, 1942 . 
Years of service included months of military service after 1936 under the i 


same conditions as applied to military service before 1937. The definition of 
“war-service period” was extended to include any period after September 7, 1929 
with respect to which a state of national emergency was declared to exist, which 
required a strengthening of the national defense. 


July 31, 1946 
The years of service included service after June 1937 only through the year jp 
which the employee attained age 65, for the purpose of determining the monthly 


compensation and applying the annuity formula percentages. d 

An employee who was entitled to credit for service before 1937 received credit th 
for service rendered to a nonemployer in the performance of operations involving Ju 
the use of standard railroad equipment, if those operations were performed by rT 
an employer on August 29, 1935. . F 


An ultimate fraction of 6 months or more was computed as 1 year if the em. 
ployee had at least 54 months of service, and at its actual value if he had less than 
54 months. An ultimate fraction of less than 6 months was taken at its actual 


value. 
October 80, 1951 re} 
The years of service included all service after 1936, including service after the pri 
year of attainment of age 65, for the purposes of determining the monthly com- gel 
pensation and applying the annuity formula percentages. a 
aie 

IV. COMPENSATION mil 

June 27, 1934 wii 
Compensation was not specifically defined, except that it could not exceed $300 Jul 

a month. I 
The monthly compensation, as used in computing the retirement annuity, was pai 
the average of the monthly compensation paid to the employee over the entire end 
period of his service, except that with respect to service before August 1934 the ear 
average was taken over the period 1924-31. tha 
The compensation of an employee representative who elected to become a yea 
beneficiary was taken as the compensation paid by the employer for service il 
rendered in the position to which the rights of the representative would entitle roll 
him for the service period on which the annuity was based. If no definite gert 
and specific rights obtained, his compensation was taken as the average P 
compensation paid to the four employees whose last date of entry in the service pac 
was nearest his date of entry in the service of the same carrier. The compensa- acti 
tion of an employee representative who elected to continue as a beneficiary was he 1 
taken as the average compensation paid to him by the employer during his last mur 
12 months of active service. inju 
August 29, 1935 vA 
Compensation was any form of money remuneration, not exceeding $300 a 1 
month, received for service to an employer, including salaries and commissions, tion 
but not including payments on account of sickness or disability, pensions, or the 
other form of relief. of s 
The monthly compensation, as used-in computing the retirement annuity, was in ti 
the average of the monthly compensation paid to the employee over the entire nin} 
period of his service, except that with respect to service before March 1936 the Octo 
average was taken over the period 1924-31. him 
June 24, 1937 ino 
Compensation was any form of money remuneration, not exceeding $300 4 . 
month, earned as an employee, including remuneration paid for time lost, but ae 
not including tips or taxes voluntarily paid by the employer without deductiot “— 
from the employee's remuneration. Compensation was credited to the month i : i 
which the time was lost. (By regulation, pay for time lost was held to include - 
sick-leave allowances, vacation payments, dismissal wages, etc. Remuneration 


for time lost because of injury was credited as compensation if the employee impn 





eT 
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had an employment relation during the period for which payment was made, and 


— if the payment was made with intent to reimburse the employee for lost earnings 
on rather than in settlement of a liability on the part of the employer.) 
COD- av’ : : ‘ : . 
i rhe monthly compensation, as used in computing the retirement annuity, was 
” the average compensation earned by the employee in calendar months included 
it his years of service, except that with respect to service before 1937, the 
average Was taken over the period 1924-31, or over some other period designated 
the py the Board if service in 1924-31 was insufficient to constitute a fair and 
n of equitable basis for determining the average. 
1939, Oy tohe r&, 1940 
- Military service before 1987 and any remuneration for that service were dis- 
regarded in computing the monthly compensation, 
(October 10, 1940 
n . or : 
ote Compensation earned in any month after 1936 for service to a local lodge or 
—s division of a railway-labor-organization employer wag, not credited if it was less 
redit than $3, unless it was earned before April 1940 and faxes on it were paid before 
i nal { 
lving July 1940. 


d by April 8, 1942 
For the purpose of computing the death benefit, $160 was imputed to each 


> em- month of the employee's creditable military service after 1936, in addition to 

than the compensation earned by him for service in that month. 

tual If the headquarters of a general committee representing individuals rendering 
service in the United States was not in the United States, and if the individuals 
represented by the committee were employees of an employer not conducting the 

r the principal part of its business in the United States, the remuneration of the 

com- general chairman and assistant general chairman was regarded as compensation 
oily in the proportion which the mileage in the United States under the juris- 
diction of the committee bore to the total mileage under its jurisdiction. If the 
nileage formula was inapplicable, the Board could prescribe any other formula 
which it found to be equitable. 

$300 July 31, 1946 

Beginning with 1947, compensation was credited to the year in which it was 

» Was paid, except that compensation earned in any year after 1945 but paid after the 

entire end of that year was considered to have been paid in the year in which it was 

34 the earned if (1) the employee established that the compensation was earned in 


that year, or (2) the employer reported the payment in January of the following 
me a year. 


ervice A payment made by an employer to an individual through the employer’s pay- 
mntitle roll was presumed, in the absence of contrary evidence, to be compensation for 
pfinite service in the period for which the payment was made. 

erage Pay for time lost was specifically defined as the amount the employee was 
ervice jaid by an employer with respect to an identifiable period of absence from 
pensa- active service, including absence on account of personal injury, and the amount 
y was he was paid for loss of earnings resulting from his displacement to a less re- 
is last nunerative position or occupation. A payment made with respect to a personal 


injury, which included pay for time lost, was considered pay for time lost except 
to the extent that it was specifically apportioned by the employer to factors 
other than time lost. 


p300 With respect to each month of service before September 1941, the compensa- 


_ tion imputed to a redcap whose remuneration had been in the form of tips was 
sal the monthly average of the compensation paid to him as a redcap in his months 
y, was ot service in the period September 1940 to Angust 1941, or any other period as 
“entire in the judgment of the Board constituted a fair and equitable basis for deter- 
28 the mining such average. (Previously, a redcap was credited, for the period from 


Oktober 1988 to August 1940, with the tips or other remuneration reported by 
him plus amounts paid by the employer to make up the guaranteed minimum: 


imounts in excess of the minimum were not reported in that period and were not. 
8300 a tredited., ) 


st, but If, through the application of the formula used in determining the compen- 
ruction “ition of the general chairman or assistant general chairman of a general com- 
snth in mittee with headquarters outside the United States (see amendment of April 
nelude ‘ 142), the compensation was less than 10 percent of the remuneration, no 


oration Seention was credited. 
yployee or the purpose of computing all retirement and death benefits, $160 was 
‘h month of the employee's creditable military service, regardless 


imputed ty ear 
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of when performed, in addition to the compensation paid to him with respect to 
that month. 


V. Retirement Benercrs-——-Types AND EL vicipiuiry Conprrions 


June 27, 1934 

A monthly annuity was payable to an individual, if he was an employee after 
June 27, 1934, or within 1 year before that cate, if he ceased compensated seryjre 
for an employer, and if he was 65 years of age or had completed 80 years of 
service. 

Retirement was compulsory at age 65, except that the employer and employee 
might agree to postpone the time for retirement for successive 1-year periods 
until age 70. Compulsory retirement did not apply to an officer or offici repre- 
sentative of an employee organization, or until 5 years from the effective date 
to an employee in an official position with an employer. 

The Board could substitute the provisions for annuities and other benefits to 
employees for any obligation for prior service or for any existing provisions for 
the voluntary payment of pensions to employees by an employer, so as to relieve 
the employer from his obligations for age-retirement benefits under his existing 
pension system and to transfer the obligations to the retirement system : 


August 29, 1935 

A monthly annuity was payable to an individual, if he was an employee on or 
after August 29, 1935, if he had ceased compensated service for an employer, and 
if he was— 


(1) 65 years of age; 

(2) 50-64 years of age and had completed 30 years of service: or 

(3) retired by the employer after August 29, 1935, on account of disability, 
and had completed 30 years of service. 

An annuity was payable on a joint-and-survivor basis if the employee elected 
at the time he applied for the annuity to have its present value applied to the 
payment of a reduced annuity to himself and an annuity to his surviving spouse 
after his death. 


June 24, 1937 


A monthly annuity was payable to an individual, if he was an employee on or 
after August 29, 1935, if he had ceased compensated service for any person, 
whether or not an employer, and if he was— 

(1) 65 years of age; 

(2) 60-64 years of age and had completed 30 years of service; 

(3) 60-64 years of age and was totally and permanently disabled for 
regular employment for hire; or 

(4) less than 60 years of age, had completed 30 years of service, and was 
totally and permanently disabled for regular employment for hire. 

An annuity was payable on a joint-and-survivor basis if the employee elected 
to have its value applied to the payment of a reduced annuity to himself and an 
annuity to his surviving spouse after his death. The election had to be made 
before the annuity beginning date; unless it was made before 1938, it had to be 
made at least 5 years before the beginning date or accompanied with satisfactory 
proof of health. The election was irrevocable but became inoperative if the 
employee or the spouse died before the annuity beginning date, or if the marriage 
was dissolved, or if the annuity was awarded under condition (4). 

A monthly pension was payable to an individual who was on both March 1 and 
July 1, 1937, on the pension or gratuity roll of an employer and who was not 
eligible on the latter date for an annuity based in whole or in part on service 
before 1937. If he was on the roll of an employer not conducting the principal 
part of its business in the United States, a pension was payable only if, on March 
1, 1937, he was carried on that roll as a United States pensioner. 


July 31, 1946 
A monthly annuity was payable to an individual, if he was an employee on oF 
after August 29, 1935, if he had ceased compensated service for any person, 
whether or not an employer, and if he was— 
(1) 65 years of age; 
(2) 60-64 years of age and had completed 30 years of service: cael 
(3) 60-64 years of age or over, was permanently disabled for work in his 
regular occupation, and had a current connection with the railroad industry, 
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(4) less than 60 years of age, had completed 20 years of service, was per- 
manently disabled for work in his regular occupation, and had a current 
nnection With the railroad industry ; 

(5) 60-64 years of age and was permanently disabled for any regular 
employment; or 
(6G) less than 60 years of age, had completed 10 years of service, and was 
permanently disabled for any regular employment. 
rhese eligibility requirements for an annuity superseded those previously in 


offer 

ae int-and-survivor election was permitted after July 30, 1946. Joint-and- 
survivor annuities in effect on that date were to continue in effect. A valid 
election already made by an employee to whom an annuity was awarded after 
July 30, 1946, with a beginning date before 1947, remained valid unless he 


revoked the election before August 1947. An election already made by an em- 
nloyee whose annuity began after 1946 was inoperative unless he reaffirmed 
the election before 1948. 

An employee had a current connection with the railroad industry on the an- 
nuity beginning date if he was in service as an employee in at least 12 out of 
ny 30 consecutive calendar months before the month in which the annyity be- 
oan, and, in case the 30 months did not immediately precede that month, if he 
was not engaged in any regular employment other than for an employer after 
the end of the 80-month period and before the beginning month. 

An employee’s regular occupation was the covered occupation in which he 
worked 

(1) in more months than in any other occupation during the last 5 years 
(not necessarily consecutive) in which he was employed, or 
(2) in at least one-half of all the months in which he was employed dur- 
ing the last 15 consecutive years. 
He must have spent some time in that occupation in the railroad industry. In 
determining the number of months which he spent in a particular occupation, 
employment in that occupation outside the railroad industry was taken into ac- 
cunt. Standards were to be established determining the physical and mental 
conditions which permanently disqualify employees for work in the several oc- 
cupations in the railroad industry. An individual’s condition was deemed to 
le disabling for work in his regular occupation if he had been disqualified by his 
employer because of disability for service in his regular occupation in accordance 
with the applicable standards; if he had not been so disqualified, the Board it- 
self determined whether his condition was disabling. 


October 30, 1951 


\ monthly annuity was payable to an individual if he was an employee on or 
er Aucust 29, 1985, if he had ceased compensated service for any person, 
whether or not an employer, and if he was— 

(1) 65 years of age and had completed 10 vears of service; 

(2) 60-64 years of age and had completed 30 years of service; 

(3) 60-64 years of age, had completed 10 years of service, was permanently 
disabled for work in his regular occupation, and had a current connection 
with the railroad industry ; 

(4) less than 60 years of age, had completed 20 years of service, was 
permanently disabled for work in his regular occupation, and had a current 
connection with the railroad industry ; or 

(5) less than 65 years of age, had completed 10 years of service, and 
was permanently disabled for any regular employment. 

poo eligibility requirements for an annuity supersede those previously 
In erect, 
_ Anelection of a joint-and-survivor annuity previously made may be revoked 
by the employee, whether or not the annuity had already begun. An election 
ee revoked upon the death of the spouse in whose favor it had 
een ade, 

A monthly annuity was payable to the wife of an employee, if— 

(1) the wife had ceased to render compensated service to any person, 
whether or not an employer ; 

‘ Pe the —- was receiving an annuity or pension and was 65 years 
tage; anc 

(3) the wife was 65 years of age or, provided the employee had enough 
Service to be insured for the purpose of survivor benefits, she had in her 
care a child of the employee who was unmarried, under age 18, and de- 


aft 
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pendent on the employee. If the child was a stepchild, he or she , 
have had that relationship for at least 1 year. 
A monthly annuity was payable to the husband of an employee, if 
(1) the husband had ceased to render compensated service to a; 
son, whether or not an employer ; 
(2) the employee was receiving an annuity or pension and was 65 vears 
of age; and Pas 
(3) the husband was 65 years of age and was receiving at least one 
half of his support from the employee at the time her annuity began 
In any event, the wife or husband— 


ij per- 


(1) must have been married to the employee for at least 3 years o } 
must be the parent of the employee's child, and ; 
(2) must have been a member of the same household as the employee f 
or must have received regular contributions from the employee for sup. i 
port, or must have been entitled by court order to receive contributions R 
In determining whether an individual was the wife or husband of an ». 
ployee, the same law was applied that would be applied in determining (iy 0 
devolution of intestate personal property by the courts of the State in which 
the employee was domiciled at the time of his death, or, if he was not domiciled al] 
in any State, by the courts of the District of Columbia. 
v1 
VI. RETIREMENT BENEFITS—DURATION OF PAYMENTS A 
June 27, 1934 er 
The annuity began on the day the employee met the eligibility qualifications, or 
but not mofe than 60 days before the filing of an application. A later date could re 
be specitied by the employee. It ceased at the end of the month before the on a 
in which the employee died or resumed compensated service. Payments were dit 
made at the end of each completed month during retirement. TT 
August 29, 19385 i. 
The annuity began on the day the employee met the eligibility qualifications se] 
but not more than 60 days before the filing of an application. A later date em 
could be specified by the employee. It ceased at the end of the month before 
the one in which the employee died and was withheld for any month in which tag 
he resumed compensated service. Payments were made at the beginning of 4 
each month during retirement. 3 
June 24, 1937 of t 
The annuity began on the day the employee met the eligibility qualifications 1 
but not more than 60 days before the filing of an application. A later date could tha 
be specified by the employee. bec 
Payment was withheld for any month in which he rendered compensated serv- Ii 
ice to an employer or the last person by whom he was employed before the Was 
beginning date of the annuity. The annuity ceased at the end of the month Aug 
before the one in which the employee died, or, if he was under age 65 and his . 
annuity was based on disability, at the end of the month in which he recovered ort 
from disability. A person receiving a disability annuity could, from time to time of t 
and until age 65, be required to submit proof of the continuance of his disabilly. TY 
The termination of an annuity because of recovery from disability did not in 
prejudice the employee's right to an annuity based on age. 6 y 
Although the retroactive beginning date was not affected, an annuity other 1 
than one based on disability could not be awarded until the employee had reli a 
quished whatever rights he might have had to return to the service of an employer did 
and of the person by whom he was last employed. A recipient of a disability emp 
annuity had to relinquish these rights as a condition for receiving payments after matic 
he had reached age 65. agre 
An annuity was payable on the 1st of each month for the amount accrued dur- de 
ing the preceding month. If 
Annuity payments due but unpaid at the death of an individual were paid to and 
the surviving spouse if the latter was entitled to an annuity under a joint-and suryi 
survivor election; otherwise they were paid to the persons entitled to recelvé with 
any death benefit that might be payable. a chi 
A pension was payable on the first of each month beginning July 1937 and cot spou 
tinuing during the lifetime of the employee. If he was eligible for a retiree. If 
annuity on July 1, 1987, based at least in part on service before 1937, no pens! $300, 


payments were made after October 1, 1937, or after the first of the month ® 
which the annuity was awarded. 
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uly $1, 1946 
An employee under age 65 receiving a disability annuity, who earned more than 
¢75 in service for hire, or in self-employment, in each of six consecutive calen- 
dar months, was deemed to have recovered from disability in the sixth month. 

The termination of an annuity because of recovery from disability was not 
to prejudice the employee’s right to any subsequent annuity to which he might 
» entitled. 
: ats payments due but unpaid at the death of an individual were to be paid 
to the persons Who, if a lump-sum death benefit was payable, would be entitled to 
receive it, and were to be paid under the same conditions as applied to that benefit. 
However, brothers and sisters of the deceased or, in the absence of such persons, 
erandchildren were entitled to receive payment before any payment was made 
for reimbursement of burial expenses. If there was no one to whom payment 
could be made, the unpaid annuity payments escheated to the credit of the 
Railroad Retirement Account. 


0 hobe r Sf. 1951 

The 60-day limitation on the number of days before the filing date of an 
application on which the retirement annuity may begin was extended to 6 months. 

The wife’s (or husband’s) annuity began on the day she (or he) met the eligi- 
bility qualifications but not more than 6 months before the filing of an applicatioh. 
A later date could be specified. 

Payment of this annuity was withheld for any month for which either the 
employee or the wife (or husband) rendered compensated service to an employer 
or the last person by whom he was employed before the beginning date of his 
respective annuity (or pension if the employee was receiving a pension). The 
annuity ceased at the end of the month before the one in which either spouse 
died, they were divorced, or, in the case of a wife under age 65, she no longer had 
in her care a child who gave rise to her eligibility for a wife’s annuity. 

The wife’s (or husband’s) annuity could not be awarded until she (or he) 
had relinquished whatever right she (or he) may have had to return to the 
service of an employer and of the person by whom she (or he) was last 
employed. 

VII. RETIREMENT BENEFITS—COMPUTATION 
June 27, 1934 

The annuity was equal to the number of years of service, up to 30, multiplied 
by the sum of 2 percent of the first $50 of the monthly compensation, 114 percent 
of the next $100, and 1 percent of the next $150. 

The annuity was reduced by one-fifteenth for each year the employee was less 
than 65 years of age at the time of the first annuity payment, unless he was retired 
because of disability. 

If the annuity had a value, as determined by the Board, of less than $300, it 
was paid in a lump sum. 


August 29, 1935 


The annuity was equal to the number of years of service, up to 30, multiplied 
by the sum of 2 percent of the first $50 of the monthly compensation, 114 percent 
of the next $100, and 1 percent of the next $150. 

The annuity based on the attainment of age 50 and completion of 30 years of 
service was reduced by one-fifteenth for each year the employee was less than 
65 years of age at the time of the first annuity payment. 

The annuity of an employee who continued in service after age 65 was reduced 
by one-fifteenth for each year of continued service, except that the reduction 
did not apply (1) to an employee in an official position in the service of an 
employer, (2) to an officer or other official representative of an employee organt- 
zation, or (3) to any employee before age 70 while he continued under successive 
agreements, between the employer and employee, providing for 1-year extensions 
of employment. 

If the annuity was payable on a joint-and-survivor basis, the present values 
and amounts of the reduced annuity to the employee and the annuity to the 
‘urviving spouse were determined on the basis of the combined annuity tables 
With interest at 3 percent annually. (In practice, the Board gave the employee 
4 choice of three options, to accept such a reduction as to enable his surviving 
Spouse to receive 100, 75, or 50 percent of his own annuity.) 

If the annuity had a commuted value, as determined by the Board, of less than 
$300, it was paid in a lump sum. 
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June 24, 19387 T 

The annuity was equal to the number of years of service, multiplied py the pro 
sum of 2 percent of the first $50 of the monthly compensation, 114 percep; ot 3) 
the next $100, and 1 percent of the next $150. T 

Each of the two annuities based on attainment of age 60 was reduced by 1 ext 
for each calendar month the employee was under age 65 on the annuity beginning sur 
date. % 


If the individual was an employee at age 65 and had completed 20 years of 
service, the minimum annuity payable was (1) 80 percent of his monthly com. 
pensation but not more than $40, if the monthly compensation was $25 or nor: 
or (2) 100 percent of his monthly compensation but not more than $20, if the 


monthly compensation was $25 or less. 





The value of the annuity was to be no less than the value of the alditiong| prov! 
old-age benefit the employee would have received under title II of the Socigi the ! 
Security Act if his service as an employee after 1936 had been covered under the § 
that act. If 

If the annuity was payable on a joint-and-survivor basis, the amounts of the oe 
annuities to the employee and surviving spouse were such that their combined one 
actuarial value, as determined by the Board, was the same as the actuarial eo 
value of the single-life annuity to which the employee would otherwise haye - 
been entitled. The employee had a choice of three options, to accept such es 
reduction as to enable his surviving spouse to receive 100, 75, or 50 percent of coe 
his own annuity. (In practice, the Board used the combined annuity tabjos ae 
in computing actuarial values, except in the case of an employee under age 65 are 
with a subnormal life expectancy, where it used a disabled-life mortality table.) im 

If the annuity was less than $2.50, it could be paid quarterly or in a lump be ~ 
sum equal to its commuted value as determined by the Board. (In practice, a)! wh 
commuted payments were made in a lump sum.) a 

An annuity could not be recomputed, after an award had been made, on account od 
of additional service or eligibility qualifications acquired after its beginning eS) 
date, except that service after an annuity had been terminated because of re. . 
covery from disability was allowed toward an annuity based on age to which e ‘ 
the employee might subsequently be entitled. The latter annuity was reduced es 
on an actuarial basis as determined by the Board so as to compensate for the ee 
annuity based on disability previously received. An 

The pension was at the same rate as the pension or gratuity granted by the huss 
employer, without diminution because of a general reduction or readjustment was 
made after 1930 by the employer. the Q 
October 8, 1940 

If periodic benefits were payable under any other act of Congress for any f 


month for the same military service which was used to increase the years of 
service on which the annuity was based, the annuity for that month was reduced 
in the proportion which the years of service attributable to military service 
bore to the total years of service. The reduction could not exceed the amount 
of these other periodic benefits. 


July 31, 1946 

The reduction previously applicable to annuities based on attainment of age 
60 was eliminated in the case of women employees and in the case of employers 
retiring on account of disability. 

If the employee had 5 years of service and a current connection with the rail- 
road industry, the minimum annuity payable, before applying the reduction ap- 
plicable to men retiring before age 65 on other than a disability annuity, was 





the least of: (1) $3 multiplied by the years of service, (2) $50, and (3) the a 
monthly compensation. (The two previous provisions for minimum annuities 7 


were eliminated.) 

An annuity could not be recomputed, after an award had been made, on account 
of additional service or eligibility qualifications acquired after its beginning date, 
except that service after an annuity had been terminated because of recovery 
from disability was allowed toward any annuity to which the employee might 
subsequently be entitled. The actuarial reduction previously made in a sul 
sequent annuity based on age was eliminated. 

The new provisions were made applicable to annuities previously awarded, 


June 23, 1948 


The percentages applied to the monthly compensation in computing the retire- 
ment annuity were increased to 2.4, 1.8, and 1.2, respectively. 
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The formula for computing the minimum retirement annuity was changed to 
wovide the least of: (1) $3.60 multiplied by the years of service, (2) $60, and 
rs) the monthly compensation. ; aa ; 

Tl e new provisions were made applicable to annuities previously awarded, 
except that annuities previously awarded under the 1935 act or under joint-and- 
eurvivor election were increased by 20 percent. 
~ Pensions were increased by 20 percent. 

Oetober 30, 1951 

The percentages applied to the monthly compensation in computing the retire- 

ment annuity were increased to 2.76, 2.07, and 1.38, respectively. 
5 The formula for computing the minimum retirement annuity was changed to 
provide the least of : (1) $4.14 multiplied by the years of service, (2) $69, and (3) 
the monthly compensation. (See below for the overriding minimum based on 
the social-security formula.) 

ifthe annuity was awarded on a joint-and-survivor basis, it was increased, upon 
revocation of the election, to the amount that would have been payable had no 
eiection been made. If the annuity had already begun, the increase was effective 
the month following revocation. 

An annuity could be recomputed, upon application, in order to take into account 
ervice rendered after retirement. 

The wife’s or husband’s annuity was equal to one-half of the employee’s annu- 
ity or pension, but not more than $40. If the employee was receiving an annuity 
reduced because of retirement before age 65 or because of a joint-and-survivor 
election, the spouse’s annuity was to be computed from the employee’s annuity 
before reduction. The spouse’s annuity was to be reduced by the amount of 
any retirement or parent’s annuity for which he or she became eligible under the 
Railroad Retirement Act, and any benefit under the Social Security Act other 
than a wife’s or husband’s benefit. (If the other benefit was under the Social 
Security Act, the reduction was to be made whether or not that benefit was applied 
for.) Ifthe wife or husband were eligible for a wife’s or husband’s benefit under 
the Social Security Act and also for some other benefit under that act, the full 
amount of the former, before its reduction or elimination under the simultaneous- 
aititlement provisions of that act, was to be allowed before the spouse’s annuity 
under the Railroad Retirement Act was reduced. 

An employee’s retirement annuity or pension, and the annuity of the wife or 
husband, were to be reduced, beginning with the month in which the employee 
was, or an application would be entitled to an old-age insurance benefit under 
the Social Security Act, as follows: 

(1) the retirement annuity, by the portion of the annuity which was based 
on his years of service and compensation before 1937, or by the old-age bene- 
fit, whichever is less; ; 

(2) the pension, by the old-age benefit ; 

(3) the spouse’s annuity, to one-half of the employee’s reduced annuity 
or pension. 

If the reduction was applied in the case of an employee who was entitled to 
reeive an annuity or pension on October 29, 1951, it could not operate to reduce 
the sum of the railroad and social-security benefits which the employee and his 
family would be entitled to receive for any month, on the basis of his employment, 
wan amount below the corresponding sum on that date. 

If the annuity to which an employee was entitled (before it was reduced be- 
cause Of retirement before age 65 or because of a joint-and-survivor election), 
together with his or her spouse’s annuity, was less than the difference between— 

(1) the amount that would be payable under the Social Security Act to 
the employee, the wife or husband, and the children, if the employee’s service 
as an employee after 1936 were credited as social-security employment along 
with any other social-security employment he may have had, and 

(2) the amount payable under that act on the basis of the employee's 
social-security employment, 

then the annuities to the employee and spouse were to be raised proportionately 
‘o that difference. The provision applied only when an annuity accrued and 
became payable for a full month under the Railroad Retirement Act. In any 
“ent, it applied regardless of the possibility that no benefit might be payable 
under the Social Security Act as a penalty for failure on the part of the benefi- 
“lary to report an event which necessitates suspension of the benefits. 

The new provisions were made applicable to annuities previously awarded, 


‘xcept that the 10-year requirement was waived in the recomputation of the 
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employee’s annuity and in the determination of the eligibility of his spouse for 


an annuity. 
Pensions were increased by 15 percent. 


VIII. Survivor BENEFITS—TYPES AND ELIGIBILITY CoNpiTIoNs 


June 27, 1934 

A lump-sum death benefit was payable, upon the death of an employee wi 
had not received annuity payments equal to the amount of his contributioys 
accumulated at 3-percent interest annually, to his designated beneficiary or ; 
his legal representative. 


August 29, 1985 

A survivor annuity was payable to the surviving spouse upon the de; ath of 
an employee entitled to receive a retirement annuity on the basis of a jo nt 
and-survivor election. 

A death-benefit annuity was payable, upon the death of an employee entitle 
to receive a retirement annuity, to the employee’s widow or widower, or, 
there was no widow or widower, to the employee’s dependent next of kin 


June 24, 1987 

A survivor annuity became payable to the surviving spouse upon the death 
of an employee entitled to receive a retirement annuity on the basis of a joint. 
and-survivor election. 

A lump-sum death benefit was payable upon the death of an employee who 
is not survived by a widow or widower entitled to an annuity based on a joint. 
and-survivor election made by the employee, and who had not received annuity 
payments equal to 4 percent of the compensation earned after 1936. Payment 
was made to the employee’s designated beneficiary. If there was no designation 
or if the designated beneficiary did not survive the employee, the benefit was to 
be paid to the employee’s legal representative. 

If the employee was survived by a widow or widower entitled to an annuity 
based on a joint-and-survivor election made by the employee, and if the total 
of annuity payments to the employee and surviving spouse was less than 4 
percent of the compensation earned by the employee after 1936, the lump-sum 
benefit was payable upon the death of the survivor. Payment was made to 
the employee’s designated beneficiary. If there was no designation, or if the 
designated beneficiary did not survive the widow or widower, the benefit was 
to be paid to the employee’s legal representative. 


April 8, 1942 

If there was no designation of a beneficiary, or if the designated beneficiars 
was not alive on the day the death benefit became due, the benefit was to be paid 
to the first of the following persons, or groups of persons in equal shares, alive 
at the time of his death: (1) his spouse, (2) his children, by blood or by legal 
adoption, (3) his parents, (4) his brothers and sisters, by blood or through legal 
adoption, (5) his grandchildren, by blood or through legal adoption. If there 
were no such persons enumerated, the Board could compensate other persons who 
have borne the expenses of the last illness or funeral or both. 


July 831, 1946 

The following benefits became payable to the survivors of an employee who 
died completely insured : 

(1) A monthly annuity to the widow if she (a) had been living with the em- 
ployee at the time of his death, (b) was 65 years of age, and (c) had ne! 
remarried. 

(2) A monthly annuity to the widow if she (a) had been living with the 
employee at the time of his death, (0) had in her care a child of the employee 
who was entitled to an annuity, (c) had not remarried, and (d) was not en 
titled to the annuity described in (1), above, 

(3) A monthly annuity to each child if he (a) had been dependent on tle 
employee at the time of the employee’s death, (0) was not adopted after the 
employee’s death, (¢) was under 18 years of age, and (@) was unmarried. 

(4) A monthly annuity to each parent, if (a) he had been wholly dependet! 
upon aud supported by the employee at the time of the employee's death, am 
filed proof of his dependency within 2 years after the employee's deatli or! 
July 1, 1947: (b) he was 65 years of age: (c) he had not married s since the el 
ployee’ s death; and (d) the employee left no widow or child who could qua lif 
for monthly benefits. 
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5) A lump-sum death benefit to the widow or widower, children (or persons 
ntitled to share with children in accordance with the intestacy laws of the 
sate of domicile of the employee at the time of his death), parents, or payers of 
‘ye funeral expenses, in that order of precedence, if the employee had left no 
qrvivor who could have qualified in the month of death for any of the annuities 
jescribed above. . 
“The payment of a lump-sum death benefit to a widow or parent under age 65 
vas not to affect the subsequent payment of an annuity to the same survivor 
when that person reached age 65. If a lump sum was not payable because there 
was a survivor entitled to an annuity, but the amount of the annuity payments 
made in the first year after death was less than the lump sum that would 
otherwise have been paid, the lump-sum death benefit became payable at the 
ond of the year to the then surviving widow, children, or parents, in that order 
of precedence. An application for the lump-sum death benefit had to be filed 
within 2 years after the employee's death. 

If an employee died partially, but not completely, insured, the benefits de- 
gribed in (2), (3), and (5) became payable. 

An individual who qualified for any of these benefits could not claim a survivor 
penefit under the Social Security Act on the basis of the earnings of the same 
employee, These benefits were not payable to an individual who, before 1947, 
lified for a larger benefit under the Social Security Act on the basis of the 
ame employee’s wages. 

The lump-sum death benefit of the 1937 act and the death-benefit annuity 
{the 1935 act were eliminated with respect to deaths after 1946. 

In determining whether the qualifications for monthly benefits were met, the 
following definitions were to be observed: 

1) A surviving wife of an employee was considered to be his “widow” only 
ifshe (a) was married to him for at least a year before the month in which 
he died, or (0) was the mother of his child. She was considered to have been 
living with her husband at the time of his death if they were both members of 
the same household, or she was receiving regular contributions from him toward 
her support, or he had been ordered by a court to contribute to her support. 

(2) A “child” of an employee included an adopted child and a stepchild if, in 
either case, the child had such a relationship for at least a year before the 
month in which the employee died. A child was considered to have been depend- 
entupon his father or adopting father at the time of the individual’s death unless 
that individual was not living with or contributing to the support of the child, 
ind (a2) the child was not the individual’s legitimate or adopted child, (}) the 
hild had been adopted by someone else, or (c) the child was living with and 
hiefly supported by his stepfather. A child was considered to have been depend- 
ent upon his mother, adopting mother, stepfather, or stepmother if no parent other 
than that individual was contributing to the support of the child, and the child 
was not living with his father or adopting father. 

3) A“parent” of an employee included a step-parent by a marriage contracted 
before the employee reached age 16, or an adopting parent by whom the employee 
was adopted before he reached age 16. 

For the purpose of both monthly and lump-sum benefits, in determining whether 
isurviver was the widow, child, or parent of an employee, the same law applied 
that wonld be applied in determining the devolution of intestate personal prop- 
erty by the courts of the State in which the employee was domiciled at the time 
: ee or, if he was not domiciled in any State, by the courts of the District 
of Columbia. 

An employee was considered to have been completely insured at the time of 
his death if he met any of the following four conditions: 

(1) He had a eurrent connection with the railroad industry, and at least 40 
quarters of coverage, 

2) He had a current connection with the railroad industry, and a number 
‘I quarters of coverage (not less than six) equal to at least one-half of the num- 
her of calendar quarters in the period after 1936 and before the quarter in which 
he died. The following were not counted among the calendar quarters in this 
period although they could be counted as quarters of coverage: 

" \s) rhe quarter containing his twenty-first birthday and all earlier 

narters. . 
(b) The quarter containing his sixty-fifth birthday and all later quarters. 
abe Any quarter during any part of which a retirement annuity was pay- 


so, when the number of quarters in the period was odd, it was reduced by one. 
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(3) A retirement annuity based on at least 10 years of service becay 

to him before 1948. 
(4) He was receiving a pension. sit 
An employee was considered to have been partially insured at the time this na 
death if he had a current connection with the railroad industry and at Jegs t si at 
quarters of coverage in the period beginning with the third calendar year a. no 
ceding the year in which he died and ending with the calendar quarter next wa 
preceding the one in which he died. pa: 
An employee had a current connection with the railroad industry at the tino In 
of his death if— the 
(1) He was receiving a retirement annuity and he had a current conneo. wit 


1€ Payable 


It 


tion with the railroad industry on the annuity beginning date: ac 

(2) He was not receiving an annuity, but he was in service as an op the 
ployee in at least 12 out of any 30 consecutive calendar months before tip bur 
month in which he died, and, in case the 830 months do not immediately pr aw 
cede the month of death, he was not engaged in any regular em levee wal 
other than for an employer after the end of the 30-month period and befor 
the month of death; 

(3) He had no quarters of coverage based on social-security earnings: o Rs 

(4) He was in all other respects completely insured but would not be Ne 
fully insured under the Social Security Act, or he was in all other respects 
partially insured but would be neither fully nor currently insured under the _ 
Social Security Act. 

An employee was credited with a quarter of coverage in social-security em. 
ployment for each calendar quarter in which he was paid $50 in wages. He was -_ 
credited with quarters of coverage in railroad employment in accordance with wa 
the following table: . 


Total compensation paid in the calendar year sup) 


$$$ eee ve 


| Less than | $50 but less |s100 but less|$150 but 200 or 
$50 than $100 than $150 | than $2 emy 


— “ pp eceeneeapeatseaenmeeee = macooa . a - . a a 


ea | | | : 
is iittniacdibed ‘ ee ee } 


+ an 


oe a ute eae 


Months of service in a calendar year 


nnn 


1 
1 
1 
1 


' 
ooco 


Quarters of coverage from both social-security and railroad earnings were con- 
bined, except that no more than four could be credited in any one calendar year 
June 23, 1948 

A residual lump-sum payment was to be made at any time after the death 
an employee that it appeared that no benefits or no further benefits were payal 
with respect to his death, under either the Railroad Retirement or Social Security 
Act, if 4 percent of the employee’s compensation in 1937-46 and 7 percent there- 
after amounted to more than the retirement benefits paid to him under 
Railroad Retirement Act and the survivor benefits paid to his survivors under 
either act. 

If no survivor benefits were currently payable with respect to the death of 
an employee, but it appeared that benefits might become payable to a survivor 
upon the attainment of age 65 at some future date, the residual payment could 
not be made until after the final termination of the age 65 benefits, unless one 
of the following events occurred before age 65: the survivor (or, if there Wel 




















two parents, each of them)— fod 
(a) remarried; in 


(b) died; 

(c) became entitled to a railroad retirement annuity which was greater 
than the survivor annuity payable at age 65 (this was applicable only where 
the latter annuity was payable under the Railroad Retirement Act); 

(d) waived all rights to the survivor annuity payable at age 69 , 

In the last case, the waiver of any rights to a survivor annuity payable at age ™, 
whether under the Railroad Retirement or Social Security Act, was not 10 
deprive the survivor of any benefits that might be payable at age 65 under the 
Social Security Act on the basis of social-security earnings alone. 
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The employee had the right to designate someone to receive the residual 


vable ayment. Only designations made on or after June 23, 1948, were to be con- 
Saal valid for this purpose. If a residual payment could be made to a desig- 
f his nated heneficiary only upon the waiver of the rights of a survivor to an annuity 
oa ot age 6D, and if the designee was not such a survivor, only that survivor, and 
opto hot the designee, could decide whether the future monthly benefits were to be 
es waived. If the option to waive was exercised in such a case, the residual 
next ayment was to be made to the designated beneficiary and not to the survivor. 
tin in the absence of a designation, the residual amount was to become payable to 
_ the employee's survivors in the following order of precedence: the widow or 
widower, the children (including persons entitled to share with children in 
ee accordance With the intestacy laws of the State of domicile of the employee at 
— the time of his death), the parents, or the persons equitably entitled to reim- 
re the pursement for paying the funeral expenses of the deceased. In the absence of 
7 Ore 9 widow or widower, child, or parent, or payer of the funeral expenses, the benefit 
sail was to be paid to the estate of the employee. 
before October 30, 1951 
The following benefits became payable to the survivors of an employee who 
eB; ot jied completely insured : 
hot be 1) A monthly annuity to the widow, if she (@) had been living with the 
on employee at the time of his death, (b) was 65 years of age, and (c) had not 
ns remarried. 

2) A monthly annuity to the widow, if she (@) had been living with the 
ty em employee at the time of his death, (b) had in her care a child of the employee 
de was who was entitled to an annuity, (¢c) had not remarried, and (d) was not entitled 
e with to the annuity deseribed in (1) above. 

) A monthly annuity to a widower, if he (@) had been living with the 
employee at the time of her death, (0b) was receiving at least one-half of his 
. support from the employee at the time of her death or retirement, (c) was 65 
. years of age, and (d@) had not remarried. 
nani {) A monthly annuity to each child, if he (a) had been dependent on the 
mot employee at the time of the employee’s death, (b) had not been adopted after 
the employees’ death by other than a stepparent, grandparent, uncle, or aunt, 
(c) was under 18 years of age, and (d) was unmarried. 
\) A monthly annuity to each parent, if he (@) had been receiving at least 
one-half of his support from the employee at the time of the employee's death, 
7 b) was 65 years of age, and (¢) had not married since the employee’s death. 
It was payable, however, only if the employee left no widow, widower, or child 
ae al who could qualify for monthly benefits. 
. all 6) A lump-sum death benefit to the widow or widower, children (or persons 
=~ entitled to share with children in accordance with the intestacy laws of the 
State of domicile of the employee at the time of his death), parents, or payers 
leath of of the funeral expenses, in that order of precedence, if the employee left no 
payable, survivor who could qualify in the month of death for any of the annuities de- 
Security scribed above. 
t there- The payment of a lump-sum death benefit to a widow, widower, or parent under 
der the age 65 was not to affeet the subsequent payment of an annuity to the same sur- 
3 under vivor when that person reached age 65. If a lump sum had not been payable 


lecause there was a survivor entitled to an annuity, but the amount of the 
Jeath of annuity payments made in the first year after death was less than the lump sum 
survivor that would otherwise have been paid, the benefit became payable at the end of 
the year to the then surviving widow or widower, children, or parents, in that 
less one orer of precedence. An application for the insurance lump-sum benefit had to 
be filed within 2 years after the employee’s death. 

If an employee died partially, but not completely, insured, only the benefits 
described in (2), (4), and (6) became payable. 

\n individual who qualified for any of these benefits could not claim a survivor 
ber eit under the Social Seeurity Act on the basis of the earnings of the same 
fuployee. These benefits were not payable to an individual who, before 1947, 
qualified for a larger benefit under the Social Security Act on the basis of the 
same employee's wages, 

o (etermining whether the qualifications for monthly benefits are met the 
‘owing definitions were to be observed: 

‘l) A surviving wife of an employee was to be considered his “widow” only if 
she (2) was married to him for at least a year before his death, (b) was the 
mother of his child, (¢) legally adopted his child while she was married to him 
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and while the child was under 18 years of age, or (d) was married to him at the 
time both of them legally adopted a child under 18 years of age. Shoe Was 
considered to have been living with her husband at the time of his death if thoy 
were both members of the same household or she was receiving regular contri. 
butions from him toward her support, or he had been ordered by a court to 
contribute to her support. 

(2) A surviving husband of an employee was considered to be her “widower” 
and to have been living with her at the time of her death under conditions 
exactly corresponding to those described in (1) above. 

(3) A “child” of an employee included an adopted child and a stepchild wh» 
had been a stepchild for at least a year before the employee’s death. A child was 
considered to have been dependent upon his father or adopting father at the 
time of the individual’s death, unless that individual was not living w'th or cop. 
tributing to the support of the child and (@) the child was not the individuay's 
legitimate or adopted child, (b) the child had been adopted by someone else, or 
(c) the child was living with and receiving more than one-half of his support 
from his stepfather. A child was considered to have been dependent upon his step. 
father if he was living with or receiving at least one-half of his support from 
the stepfather. A child was considered to have been dependent upon his mother 
or adopting mother if she died partially insured. A child was also considered to 
have been dependent upon his mother, adopting mother, or stepmother if (a) she 
was living with or contributing to the support of the child, and (0) either the 
child was not living with and not receiving contributions from his father or 
adopting father, or the child was receiving at least one-half of his support 
from her. 

(4) A “parent” of an employee included a step-parent by a marriage contracted 
before the employee reached age 16, and an adopting parent by whom the 
employee was adopted before he reached age 16. 

For the purpose of both monthly and lump-sum benefits, in determining 
whether a survivor was the widow, widower, child, or parent of an employee, the 
same law was to be applied that would be applied in determining the devolution of 
intestate personal property by the courts of the State in which the employee was 
domiciled at the time of his death, or, if he was not domiciled in any State, by 
the courts of the District of Columbia. 

An employee was to be considered as having been completely insured at the 
time of his death if he had met any of the following four conditions: 

(1) He had 10 years of service, a current connection with the railroad industry, 
and at least 40 quarters of coverage. 

(2) He had 10 years of service, a current connection with the railroad industry, 
and a number of quarters of coverage (not less than six) equal to at least one- 
half of the number of calendar quarters in the period after 1936 and before the 
quarter in which he died. The following were not to be counted among the 
calendar quarters in this period although they could be counted as quarters of 
coverage: 

(a) The quarter containing his twenty-first birthday and all earlier quarters. 

(b) The quarter containing his sixty-fifth birthday and all later quarters. 

(c) Any quarter during any part of which a retirement annuity was payable 
to him, and which was not a quarter of coverage based on social-security earn 
ings. Also, when the number of quarters in the period was odd, it was reduced by 
one. 

(3) A retirement annuity based on at least 10 years of service became payable 
to him before 1948. 

(4) He was receiving a pension. 

An employee was considered to have been partially insured at the time 
his death if he had 10 years of railroad service, a current connection with the 
railroad industry, and at least six quarters of coverage in the period beginning 
with the third calendar year preceding the year in which he died or retired and 
ending with the calendar quarter in which he died or retired. ; 

An employee was to be credited with a quarter of coverage in social-security 
employment for each calendar quarter in which he received $50 in wages, and, 
beginning with 1951, with four quarters of coverage for each year in which he has 
net earnings of $400 from self-employment. For each calendar year in which he 
received railroad compensation, he was to be credited with a quarter of coverage 
for each full $50 of compensation, up to a maximum of four quarters of coveraze. 
In computing the average monthly remuneration, however, if it became necessary 
to determine the number of quarters of coverage through the end of the year of 


attainment of age 22, quarters of coverage deriving from railroad employment 
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were to be determined in accordance with the table enacted in 1946. Quarters of 
coverage from both social security and railroad earnings were to be combined, 
‘xeopt that no more than four could be credited in any one calendar year. 
at eligibility conditions and definitions superseded the corresponding ones 
of 1946 

The residual lump-sum payment provision was the same as in 1948, except 
that such payment became payable only if 4 percent of the employee’s compen- 
cation in 1987-46 and 7 percent thereafter amounted to more than (1) the retire- 
ment benefits paid to him and his wife under the Railroad Retirement Act, (2) 
that part of any social-security retirement benefits in excess of the amount that 
would have been paid without his railroad service, and (3) the survivor benefits 
naid to his survivors under the Railroad Retirement or Social Security Act. 


IX. Survivor BENEFITS—DURATION OF MONTHLY PAYMENTS 


{ugust 29, 1935 

The survivor annuity deriving from the employee’s joint-and-survivor election 
hegan on the 1st of the month in which the employee died and ceased at the end 
of the month before the one in which the survivor died. 

“The death-benefit annuity began on the 1st of the month in which the employee 
ied and was payable for 12 months. 


June 24, 1937 

The survivor annuity deriving from the employee's joint-and-survivor election 
began on the 1st of the month in which the employee died and ceased at the end 
of the month before the one in which the survivor died. 

Survivor annuity payments due but unpaid at the death of the survivor were 
to be paid to the same persons entitled to receive any death benefit that might 
be payable. 

July $1, 1946 

The new survivor annuities began on the Ist of the month in which the survivor 
met all the qualifications, if a valid application was filed before the end of the 
third following month. They began on the ist of the month in which the appli- 
cation was filed, if it was filed after the third month following the month in 
which the survivor met all the qualifications. An application for an annuity was 
not valid if it was filed more than 3 months before the month in which the 
survivor first met the necessary qualifications. 

Payment of the new survivor annuities was to be withheld for any month in 
which the survivor worked in covered railroad employment, or for any month 
in Which he was in social security covered employment and received at least 
4jin wages. In the case of a widow awarded an annuity on the basis of having 
achild in her care, it was to be withheld for any month in which she did not 
have a child in her care; in the case of a child, it was to be withheld for any 
month in which he was over 16 years of age and failed to attend school regularly 
when attendance was feasible. The annuity was paid through the end of the 
month preceding the one in which (1) the survivor died, (2) the survivor was 
married, (3) in the case of a child, he or she reached age 18 or was adopted, or 
(4) in the case of a widow awarded an annuity on the basis of having a child in 
her care, there was no child of the employee entitled to an annuity, or she became 
entitled to a widow’s annuity on the basis of her attainment of age 65. 

All survivor annuity payments due but unpaid at the death of the survivor 
Were to be paid to the following survivors of the employee from whom the benefits 
derived and in the order shown : Widow or widower, children (or persons entitled 
to share with children under the intestacy laws of the State of domicile of the 
employee at the time of his death), parents, brothers and sisters, provided an 
application was filed within 2 years of the death of the survivor. 


October 30, 1951 


The annuity began on the first day of the month in which the survivor met all 
the qualifications, but not earlier than the first day of the sixth month before 
the month in which the application was filed. An application for an annuity 
Was not valid if it had been filed more than 3 months before the month in which 
the survivor first met the necessary qualifications. 

Payment was to be withheld for any month in which the survivor worked in 
covered railroad employment or for any month in which he was in social se- 
curity covered employment and received at least $50 in wages or was credited 
with at least $50 in self-employment income. In the case of a widow awarded 
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an annuity on the basis of having a child in her care, it was to be withhelg for 
any month in which she did not have a child in her care; in the case of g chijq 
it was to be withheld for any month in which he was over 16 years of age and 
failed to attend school regularly when attendance was feasible. The annyity 
was paid through the end of the month preceding the one in which (1) the gy. 
vivor died, (2) the survivor was married, (3) in the case of a child, he reach 
age 18 or was adopted by someone other than a grandparent, step-parent, unojp 
or aunt, or (4) in the case of a widow awarded an annuity on the basis of haying 
a child in her care, there was no child of the employee entitled to an annuity, or 
she became entitled to a widow’s annuity on the basis of her attainment of age gg 

(These provisions applied to survivor annuities payable on the basis of the 
employee’s insured status, and superseded the corresponding provisions pre 
viously in effect.) 


July 18, 1952 

Payment was to be withheld for any month in which the survivor worked jp 
eovered railroad employment or for any month in which he was in social! ge. 
curity covered employment and received more than $75 in wages or was credited 
with more than $75 in self-employment income. 

(This provision superseded the corresponding one previously in effect.) 


X. SuRvIVor BENEFITS—COMPUTATION 
June 27, 1934 


The death benefit was equal to the employee’s contributions, accumulated at 
8-percent interest compounded annually, less the annuity payments he receiyed, 


August 29, 1935 


The survivor annuity was computed as indicated under “Retirement benefits— 
Computation.” 
The death-benefit annuity was equal to one-half of the employee's annuity. 


June 24, 1937 


The survivor annuity was computed as indicated under “Retirement benefits— 
Computation.” 

The lump-sum death benefit was equal to 4 percent of the employee's com- 
pensation after 1936 less the annuity payments received by him and his 
survivors. 

October 8, 1940 

If periodic benefits were payable under any other act of Congress for any 
month for the same military service which is used to increase the years of 
service on which a survivor annuity was based, the annuity for that month 
was to be reduced in the proportion which the years of service attributable to 
military service bear to the total years of service. The reduction could not 
exceed the amount of these other periodic benefits. 


April 8, 1942 

If payment was made to individuals on the basis of their having borne the 
expenses of the last illness or funeral, the lump-sum death benefit was to be 
paid only to the extent and in the proportion that they bore the expenses. 

If, under any other act-of Congress, there was payable with respect to the 
death of an employee any death benefit by reason of military service on the 
basis of which the lump-sum death benefit was increased, the amount of the 
increase was to be reduced by the total atjount payable under the other act, 
or by its actuarial value if the total amount were unascertainable in advance 


July 31, 1946 


The widow’s, child’s, and parent’s annuities were equal to three-fourths, one 
half, and one-half, respectively, of the employee’s basic amount. The lump-sum 
death benefit was equal to eight times the basic amount, except that, if it were 
of the type that does not become payable until 1 year after the employees 
death, the survivor annuity payments made during the year were to be deducted. 
In any event, if payment was made to individuals on the basis of their having 
borne the funeral expenses, the benefit was to be paid only to the extent and in 
the proportion that they bore those expenses. 

If the total of monthly annuities paid on the death of an employee was more 
than $20, and also exceeded the least of $120, twice the basic amount, or 9 
percent of the average monthly remuneration, the total was to be reduced t 
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the least of the three amounts, but not below $20. The test of 80 percent of 
the average monthly remuneration was not to be made in the case of an employee 
who died completely insured solely by virtue of having been awarded an annuity 
hased on 10 years of service beginning before 1948 or having been in receipt of a 
pension, For this purpose, the total was taken before individual benefits were 
reduced on account of other benefits payable to the same beneficiary, and before 
any benefits were withheld because of employment, failure of a child to attend 
<chool, or failure of a widow to have a child in her care. Also, the total, after 
reduction but before withholding, could not be less than $10. If it became 
necessary to decrease the total of two or more benefits to the maximum, or to 
increase the total of two or more benefits to the minimum, the decrease or in- 
crease was to be made in each benefit on a proportionate basis. 

A survivor entitled to more than one survivor annuity could receive only 
the largest. A survivor annuity was to be reduced by the amount of any in- 
surance benefit under the Social Security Act and any retirement annuity under 
the Railroad Retirement Act for which the survivor might be eligible. 

The following were to be deducted from survivor annuities and, in the case 
of (3) and (4), from lump-sum death benefits : 

(1) A lump-sum death benefit under the 1937 act, or a death-benefit annuity 
under the 1985 act, paid with respect to the death of the employee. 

(2) A lump-sum benefit under the Social Security Act, paid with respect to 
the death of the employee. 

(3) A lump-sum benefit under the Social Security Act before it was amended 
in 1939, paid to the employee, provided it was not previously deducted from 
any insurance benefit paid under that act. 

(4) One percent of any wages paid to the employee for services performed 
in 1989 after age 65, the taxes on which were not deducted by the employer 
from his wages or paid by the employer, provided the amount was not previously 
deducted from any insurance benefit paid under the Social Security Act. 

Ifan annuity amounted to $5 or less a month, a full settlement could be made 
in one lump-sum payment equal to the actuarial cash value of the monthly 
installments. 

The basic amount was equal to 40 percent of the first $75 of the average 
nonthly remuneration, plus 10 percent of the next $175, with 1 percent added 
tothe sum for each year after 1936 in which the employee’s combined railroad 
compensation and social-security wages were $200 or more. The minimum basic 
amount was $10. 

If the employee was completely insured only by virtue of having been awarded 

an annuity based on 10 years of service beginning before 1948, the basic amount 
was to be caleulated from the monthly compensation on which the retirement 
annuity was based, instead of the average monthly remuneration, except that 
the l-percent premium for each year after 1936 in which earnings amounted 
to $200 was not added, and the $10 minimum did not apply. If he was completely 
insured only by virtue of having been receiving a pension, the basic amount was 
tobe calculated from the average earnings on which the original pension was 
based, again without the 1-percent addition and without the minimum provision. 
Ifthe Roard’s records did not show the average earnings, the basic amount was 
to be $83.33, unless the pension was less than $25, in which case the basic amount 
was to be four-thirds of the pension, but not less than $13.33. Finally, if the 
employee was completely insured on either of these bases and also by virtue of 
having met one of the conditions requiring a specified nuriber of quarters of 
coverage, then the basic amount was to be calculated both ways, and the sur- 
vivors were to get the benefit of the higher araount. 
_ The average monthly remuneration was to be the quotient obtained by divid- 
ing (1) the sum, up to $3,000 for any single calendar year, of the railroad com- 
fensation and social-security wages paid to an employee in the period after 1936 
and before the quarter of death, by (2) the number of months in that period. 
For the period through the end of the year in which the employee attained age 
2 the number of months included in (2) was taken only to the extent of three 
times the number of quarters of coverage in that period. There was excluded 
from (2) any month which fell in a quarter during any part of which a retire- 
ment annuity was.payable to the employee. The average monthly remuneration 
was to he limited to $250. 

The foregoing references to survivor annuities were not to apply to those 


oo on the basis of joint-and-survivor elections, which were paid inde- 
ently, 
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The provision previously in effect for reducing a lump-sum death benefit based 


in part on military service, when some other death benefit is payable on the a 
basis of the same military service, was eliminated. The corresponding provision pal 
previously in effect for reducing the survivor annuity was retained for the now bel 
survivor annuities; in the case of benefits payable by virtue of the employes ber 
having had the specified number of quarters of coverage, the reduction was mage I 


in the proportion which the number of quarters of coverage added by the military 
service would bear to the total number. ; 


June 28, 1948 

The residual payment was to be equal to 4 percent of the employee's compen: 
sation in the period 1937-46 and 7 percent thereafter, less any annuity payment 1 
received by him and his survivors, including survivor benefits under the Socia) I 
Security Act. If payment was made to individuals on the basis of their haying inst 
borne the funeral expenses, the residual payment was to be paid only to the exten: “fl 
and in the proportion that they bore the expenses. mol 


October 80, 1951 

The widow’s and widower’s annuities were each to equal the employee's basic : 
amount, the child’s and parent’s annuities, two-thirds of the basic amount. The ‘I 
lump-sum death benefit was to be equal to 10 times the basic amount, except thar 
if it was of the type that did not become payable until 1 year after the employee's 
death, the survivor annuity payments made during the year were deducted, If 
payment was made to individuals on the basis of their having borne the funeral 
expenses, the benefit was to be paid only to the extent and in the proportion that 
they bore those expenses. 

The total of monthly annuities paid on the death of an employee could not be io h 
more than $160 or 234 times the basic amount (except to the extent that the 
overriding social security minimum discussed below was applicable). For this 
purpose, the total was taken before individual benefits were reduced on account 
of other benefits payable to the same beneficiary, and before any benefits were 
withheld because of employment, failure of a child to attend school, or failure 
of a widow to have a child in her care. Also, the total, after reduction but before 
withholding, could not be less than $14. If it became necessary to decrease the 
total of two or more benefits to the maximum, or to increase the total of two or vivo 
more benefits to the minimum, the decrease or increase was to be made in eacl 
benefit on a proportionate basis. 

A survivor entitled to more than one survivor annuity could receive only the 
largest. A survivor annuity was to be reduced by the amount of any insurance 
benefit under the Social Security Act and any retirement annuity under the 
Railroad Retirement Act for which the survivor may have been eligible. If the 
other benefit was under the Social Security Act, the reduction was to be made 
whether or not that benefit was applied for. 

If the reduction was to be applied in the case of a survivor who was receiving 
or entitled to receive an annuity on October 29, 1951, it could not operate to reduce 
the sum of— 

(a) the survivor annuity, 
(6) the retirement annuity, if any, of the survivor, and 
(c) the benefits under the Social Security Act which the survivor received 
or was entitled to receive, 
to an amount below the corresponding sum on that date. 

The following were to be deducted from survivor annuities and, in the case of 
(3) and (4), from lump-sum death benefits: uae 

(1) A lump-sum death benefit under the 1937 act, or a death-benefit annuityy 
under the 1935 act, paid with respect to the death of the employee. 

(2) A lump-sum benefit under the Social Security Act, paid with respect to the 
death of the employee. 

(3) A lump-sum benefit under the Social Security Act before it was amendet 
in 1939, paid to the employee, provided it was not previously deducted from any 
insurance benefit paid under that act. ‘ 

(4) One percent of any wages paid to the employee for services performed 10 
1939 after age 65, the taxes on which were not deducted by the employer from his 
wages or paid by the employer, provided the amount was not previously deducted 
from any insurance benefit paid under the the Social Security Act. 

The total of monthly annuities payable on the death of an employee could not 
be less than the amount that would be payable in monthly benefits under the 
Social Security Act on the death of the same employee, if railroad employment 
were credited as social-security employment. The provision was to be applied 
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‘ with respect to any month only if at least one annuity was payable for that 
based rth, It was to be applied regardless of the possibility that no benefit might be 
m the ee under the Social Security Act as a penalty for failure on the part of the 
trio ee icity to report an event which would have necessitated suspension of the 


e new b 
lo nenefit under that act. a 
e ' For the purpose of determining the amount under the Social Security Act— 
fits “ (a) An employee who died completely or partially insured was deemed 
para fully or currently insured, respectively, under that act; and 
(>) A widower or parent was deemed to bave submitted proof of depend- 

ency within the time limitation set by that act, regardless of when proof is 
mpen- actually submitted to the Board. 
rments If an annuity amounts to $5 or less a month, a full settlement could be made 
Social » one Jump-sum payment equal to the actuarial cash value of the monthly 
having installments. abe 
extent The basic amount was to be equal to 40 percent of the first $75 of the average 


monthly remuneration, plus 10 percent of the next $225, with 1 percent added to 

tho sum for each year after 1936 in which the employee’s combined railroad 

ompensation and social-security wages were $200 or more. The minimum basie 
8 basic mount was $14. 


t. The Ii the employee was completely insured only by virtue of having been awarded 
t that wy annuity based on 10 years of service beginning before 1948, the basic amount 
loyee’s vas to be calculated from the monthly compensation on which the retirement 
ed, It qnuity was based, instead of the average monthly remuneration, except that 
funeral the 1-percent premium for each year after 1936 in which earnings amounted to 


on that 200 was not added, and the $14 minimum did not apply. If he was completely 

insured only by virtue of having been receiving a pension, the basic amount was 
not be to be calculated from the average earnings on which the original pension was 
at the based, again without the 1-percent addition and without the minimum provision. 
or this Ifthe Board’s records did not show the average earnings, the basic amount was 


yecount tobe $33.33, unless the pension was less than $25, in which case the basic amount 
iS were was to be four-thirds of the pension, but not less than $13.33. Finally, if the 
failure employee was completely insured on either of these bases and also by virtue of 
before HMMM having met one of the conditions requiring a specified number of quarters of 
ase the coverage, then the basic amount was to be calculated both ways, and the sur- 
two or 



























rivors were to get the benefit of the higher amount. 

The average monthly remuneration was to be the quotient obtained by dividing 
(1) the sum, up to $3,600 for any single calendar year, of the railroad compen- 
sation and social-security wages paid to an employee in the period after 1936 
and before the quarter of death, by (2) the number of months in that period. 
For the period through the end of the year in which the employee attained age 
2, the number of months included in (2) was to be taken only to the extent of 
three times the number of quarters of coverage in that period. There was ex- 
cluded from (2) any month which would fall in a quarter during any part of 
which a retirement annuity was payable to the employee, unless that quarter 
was a quarter of coverage based on social-security employment. The average 
nonthly remuneration was to be limited to $300. 

These provisions superseded the corresponding ones previously in effect. 
Annuities awarded before October 30, 1951, under the provisions then in 
fect, were to be recomputed effective November 1, 1951, in accordance with 
the provisions described above, except that the original basic amount was not 
realeulated and the 10-year requirement was disregarded. If a parent was 
warded an annuity before October 30, his annuity became payable without regard 
‘0 whether or not the employee was survived by a widow or widower who would 
ave destroyed the parent’s entitlement if the present provisions had been in 
‘fect When the parent’s annuity was first awarded. 
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The contribution rate applied to each employee’s compensation was to be 


rmed in “termined by the Board from time to time, and was to be such as to produce, 
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bags contribution provisions were part of the Railroad Retirement Act of 1934. In 
puld not a4> 1987, they were enacted as separate legislation with contributions provided for 
{ thre Of taxes, These enactments were known as the Carriers Taxing Act of 1935 


ider the eet unofficially) and the Carriers Taxing Act of 1937, respectively. The legislation 
loyment aes incorporated in subch. B of ch. 9 of the Internal Revenue Code. It was 
applied ed by the act of July 31, 1946. and referred to as the Railroad Retirement Tax Act 
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annuities and other disbursements. The employer’s contribution y 
twice the employee’s contribution, the former starting at 2 percent, 
Employee contributions were to be deducted by the employer and paid, to. 
gether with employer contributions, into the Treasury of the United State 
quarterly or at such times as ordered by the Board. 
Representatives of employee organizations who elected to continue or }y 
beneficiaries were to pay all voluntary contributions. 


August 29, 1935 

The tax on the compensation of employees (except representatives of ey. 
ployee organizations) paid by employers and employees was to be 314 percent 
each. 

Representatives of employee organizations paid a tax of 7 percent 


a8 to be 


The tax on employees was to be collected by the employer by deducting the 
amount of the tax from the employee’s compensation as and when paid. Taxes 
were to be collected by the Commissioner of Internal Revenue and paid 


the Treasury of the United States, both quarterly. If taxes were not paid whey 
due, interest was to be charged at the rate of 6 percent annually. 


June 29, 1937 
The tax on the compensation of employees paid by employers and employees 
was to be as follows: 


On compensation earned in— or each 
I aisik nite ses ctehiivcinicandinkaiiiipdabapiniienlaae Tetatniinadditglnigun abba t abilities me an 23 


The tax on the compensation of employee representatives was to be twice the 
rate paid by employees. 

The tax on employees was to be collected by the employer by deducting the 
amount of the tax from the employee’s compensation as and when paid. If an 
employee was paid compensation by more than one employer for any month, (1) 
the Commissioner of Internal Revenue could prescribe the proportion of the tax 
to be deducted by each employer, and (2) the employer tax applied to not more 
than $300 of the employee's aggregate compensation for that month, and ea 
employer was liable for a proportionate share of the tax. Taxes were to be 
collected by the Bureau of Internal Revenue and paid into the Treasury of the 
United States, both quarterly or at such other times as may be prescribed by 
the Commissioner of Internal Revenue with the approval of the Secretary of the 
Treasury. If taxes were not paid when due, interest was to be charged at the 
rate of 6 percent annually. 


July 31, 1946 


The tax on the compensation of employees paid by employers and employees 
was to be as follows: 


Rate (percent 


On compensation paid in— or oaen 
I a el hors -- 5% 
SIE ise, htc cmeiteincak! eakebhilid bie eet ee ieee ee ee. a —_ ai’ 
PA OR RN iS ie ct oe didiceceln ab Sta rah cd mite Jennecae Oe 


The tax on the compensation of employee representatives was to be twice the 
rate paid by employees. 

If an employee was paid compensation by more than one employer for any ! 
month and the aggregate compensation exceeded $300, the tax deducted by each 
employer other than a subordinate unit of a national railway-labor-organization 
employer (and matched by the employer) was to be in the same proportion to 
the tax deducted (and matched) by all such employers as the proportion of the 
compensation paid by the employer to the compensation paid by all such em 
ployers. If the compensation paid by such employers was less than $300, each 
subordinate unit of a national railway-labor-organization employer was to deduct 
(and match) an amount proportionate to the compensation paid by al! such units 
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XII, RAILROAD RETIREMENT ACCOUNT, APPROPRIATIONS, AND FINANCIAL REPORTS 


vceenats ms paid into the Treasury, interest, and other receipts, and refunds 
+ moneys paid out under the act were to constitute and to be kept in a separate 
re isury fund known as the Railroad Retirement Fund. At the request and 
jirection of the Board, the Treasurer of the United States, with the approval of 
Secretary of the Treasury, was authorized to invest such funds as were not 
ediately required for disbursements in interest-bearing bonds, notes, or other 
pligations of the United States, to collect the principal and interest on them, 
‘nd to sell and dispose of them. Sums, not in excess of the amount in the fund, 
were to be appropriated as needed for benefits and administrative expenses. 


the 


August 29, 1935 
The appropriation out of the Treasury, from time to time, of such money as 
way be necessary to carry the act into effect was authorized. 


lune 24, 1937 

An account in the Treasury of the United States was created, to be known 
gs the Railroad Retirement Account. There was authorized to be appropriated 
account for each fiseal year, beginning with 1936-37, as an annua! premium 
an amount sufficient, with a reasonable margin for contingencies, to provide 
for the payment of all benefits under the 1935 and 1987 acts. The amount was 

he based on such tables of mortality as the Board might adopt, and on an 
interest rate of 3 percent compounded annually. The Board was to submit 
ally to the Bureau of the Budget an estimate of the appropriation to be 
wade to the account, 

At the request and direction of the Board, it became the duty of the Secretary 
fthe Treasury to invest the amount credited to the account which was not 
immediately required for the payment of benefits, in 3-percent interest-bearing 
obligations of the United States or obligations guaranteed as to both principal 
and interest by the United States. It was the duty of the Secretary of the 


















Treasury to sell and dispose of the obligations in the interest of the account. 
All amounts credited to the account were to be available for the payment of 
benefits under the 1935 and 1937 acts. 

fhe Board was authorized and directed to select two actuaries, one each 
from recommendations made by representatives of employees and carriers, re- 
spectively, who, together with a third designated by the Secretary of the Treas- 
ury, were to constitute the Actuarial Advisory Committee. The committee was 
directed to examine the actuarial reports and estimates made by the Board 
ani had the authority to recommend to the Board such changes in actuarial 
methods as it deemed necessary. The compensation of the first two members 
was to be fixed by the Board on a per diem basis. 

The Board was directed to include in its annual report a statement of the 
status and the operations of the account. At intervals of not longer than 3 
years, the Board was directed to make, and include in the annual report, an 
estimate of the liabilities created by the acts of 1935 and 1937. The report was 
to contain an estimate of the reduction in liabilities under title II of the Social 
Security Act arising as a result of the maintenance of the Railroad Retirement 
Acts, 

There was authorized to be appropriated from time to time such sums as 
may be necessary to provide for the Board’s administrative expenses. 
une 29, 1937 


The Secretary of the Treasury was directed to estimate, at 3-year intervals, 
he reduction in the amount of taxes collected under title VIII of the Social 
Security Act by reason of excluding railroad service from the coverage of that 
eae estimate was to be included in the annual report of the Secretary of 
le Treasury.’ 


ctober 8, 1940 


In addition to other appropriations, there was authorized to be appropriated 
0 the account for each fiscal year, beginning with 1940-41, an amount sufficient 
meet the additional expenditures necessary to be made during the year by 
ason of crediting military service before 1937. The Board was to submit 


thle provision was enacted as part of the Carriers Taxing Act of 1937 and el'minated 
en that act was incorporated in subchapter B of chapter 9 of the Internal Revenue Code. 
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annual estimates of these appropriations to the Bureau of the Bud | 
estimate was to take into account the excess or deficiency, if any, in { aD] 
priation for the preceding year. , 
; 
October 9, 1940 +h 


Of the amount appropriated to the account by the Railroad Retirement Ro 
Appropriation Act of 1941, a special fund of $9,000,000 was set aside on Jy 


ly ] 
1940, to remain available until June 30, 1943, for expenditure in accordance wit) th 
the joint resolution providing for the acquisition of service and compensatio 
records before 1937. Any unobligated balance was to revert to the account — th 


April 8, 1942 
In addition to other appropriations, there was authorized to be appropriates 





to the account for each fiscal year, beginning with 1940-41, an amount found jy in 
the Board to be equal to the amount of the additional employer and e mployee er 


taxes which would have been payable during the preceding year with respect 
the compensation of $160 imputed to each month of creditable military service 




















if such imputed compensation had been earned in addition to compensation ye 
actually earned. de 
The additional cost of crediting military service before 19387 was deemed to be tis 
the difference between the actuarial values of each annuity based in part op 10 
military service calculated with and without the military service. In caley se 
lating these actuarial values, (1) whenever the annuity based in part on military ful 
service begins to accrue before age 60, the annuity without regard to m j tra 
service was to be valued on the assumption of deferment to age 60, and whenevey am 
the annuity based in part on military service is awarded on the basis of 30 years ret 
of service and attainment of age 60, the annuity without regard to military service al 
was to be valued on the assumption of deferment to age 65; and (2) all suc fro 
actuarial values were to be calculated as of the date on which the annuity based the 
on military service began to accrue and were not thereafter to be subject to t 
change. All actuarial calculations were to be based on the Combined Annuity rn 
lable of Mortality and all calculations were to take into account interest at the hea 
rate of 3 percent compounded annually. The Railroad Retirement Board was par 
directed to submit to the Bureau of the Budget annual estimates of the military offs 
service appropriations to be made to the account. The estimate made in any yea yea 
with respect to military service rendered before 1987 was to be based on the ‘ 
cost of annuities awarded or increased on the basis of military service up t tol 
the close of the preceding fiscal year and nut previously appropriated for, and pres 
to take into account interest from the date the annuity began or was increased the 
to the date or dates on which the amount appropriated was to be credited to the ave 
Railroad Retirement Account. In making the estimate for the appropriation lol 
for military service rendered after 1936, the Board was to take into account any Ae 
excess or deficiency in the appropriation or appropriations for any preceding _ 
fiscal year or years, with interest, resulting from an overestimate or under- te 
estimate of the number of individuals in creditable military service or the ed 
months of military service. = 
June 28, 1944 
The life of the $9,000,000 prior service fund was extended to June 30, 1945 
July 81, 1946 June 
The Board and the Federal Security Administrator were directed to make b \ 
January 1, 1950, a special joint report to the President, to be submitted to Col the } 
gress, setting forth the experience of the Board in crediting wages toward awarts maki 
and the experience of the Social Security Board in crediting compensation towal\ wou! 
awards, and their recommendations for such legislative changes as were deemed its @ 
advisable for equitable distribution of the financial burden of such awards pase 
between the Retirement Account and the Federal Old-Age and Survivors Instr as y 
ance Trust Fund. reco] 
October 30, 1951 {ugn 
(1) The Board and the Federal Security Administrator were ordered to dete! No 
mine, no later than January 1, 1954, the amount which would place the Feder the ] 
Old-Age and Survivors Insurance Trust Fund (hereafter termed “trust fund”) . make 
the same position in which it would have been at the close of the fiscal yeal won! 
ending June 30, 1952, if service as an employee after December 31, 1° ey and 


been included in the term “employment” as defined in the Social Security 
and in the Federal Insurance Contributions Act. ‘9 
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(9) On January 1, 1954, for the fiscal year ending June 30, 1953, and at the 
ince of each fiscal year beginning with the fiscal year ending June 30, 1954, the 
Board and the Federal Security Administrator were directed to determine, and 
the Board was directed to certify to the Secretary of the Treasury for transfer 
‘om the Railroad Retirement Account (hereafter termed “retirement account” ) 
to the trust fund, interest for such fiscal year at the rate specified below (4) on 
the amount determined under (1), less the sum of all offsets made under (3). 

(3) At the close of the fiscal year ending June 30, 1953, and each fiscal year 
thereafter, the Board and the Federal Security Administrator were directed 
+) determine the amount, if any, which if added to or subtracted from the 
trust fund would place such trust fund in the same position in which it would 
have been if service as an employee after December 31, 1936, had been included 
in the term “employment” as defined in the Social Security Act and in the Fed- 
eral Insurance Contributions Act. For the purposes of this paragraph, the 
mount determined under (1), less such offsets as have theretofore been made 
under this paragraph (4), and the amount determined under (2) for the fiscal 
var under consideration was to be deemed to be part of the trust fund. Such 
jetermination was to be made no later than June 15, following the close of the 
jseal year, If such amount was to be added to the trust fund, the Board, within 
10 davs after the determination, was ordered to certify such amount to the 
Secretary of the Treasury for transfer from the retirement account to the trust 
fund; if such amount was to be subtracted from the trust fund, the Adminis- 
trator, within 10 days after the determination, was directed to certify such 
amount to the Secretary of the Treasury for transfer from the trust fund to the 
retirement account. The amount so certified was further to include interest 
at the rate determined in (4) for the fiscal year under consideration) payable 
from the close of such fiscal year until the date of certification. In the event 
the A’ministrator should be required, under the provisions of this paragraph, 

certify to the Secretary of the Treasury an amount to be transferred to the 
retirement account from the trust fund, the Administrator in lieu of such certi- 
feation could offset the amount determined under the first sentence of this 
paragraph against the amount determined in (1) as diminished by any prior 
offsets and the offset was to be made effective as of the first day of the fiscal 
year following the fiscal year under consi‘leration. 

(4) For the purposes of (2) and (3), for any fiscal year, the rate of interest 
to be used was to be equal to the average rate of interest, computed as of May 31 
preceding the close of such fiscal year, borne by all interest-bearing obligations of 
the United States then forming a part of the public debt ; except that where such 
average rate was not a multiple of one-eighth of 1 percent, the rate of interest was 
tobe the multiple of one-eighth of 1 percent next lower than such average rate. 

(5) The Secretary of the Treasury was authorized and directed to transfer to 
the trust fund from the retirement account or to the retirement account from 
the trust fund, as the case may be, such amounts as, from time to time, might 
determined by the Board and the Federal Security Administrator pursuant to 
the provisions of (2) and (3), and certified by the Board or the Administrator 
for transfer from the retirement account or from the trust fund. 


XIII. Spectra, INVESTIGATIONS AND Reports * 
June 27, 1934 


Not later than 4 years from the effective date, the Board, in a special report to 
the President of the United States to be submitted to Congress, was directed to 
make specific recommendations for such changes in the retirement system as 
would assure the adequacy and permanency of the retirement system, based on 
ts experience and all information and experience then available. For this pur- 
jose the Board was directed to make such investigations and actuarial studies 
is Would provide the fullest information practicable for such report and 
recommendations, 
lugust 29, 1935 


Not later than 4 years from the effective date, the Board, in a special report to 
the Prac} : ‘8 . ‘ . ‘ c 
he President of the United States to be submitted to Congress, was directed to 


make specific recommendations for such changes in the retirement system as 
pee assure the adequacy of the retirement system on the basis of its experience 
and all information and experience then available. For this purpose the Board 


*()t) 


ver than the financial reports described in sec. XII. 
33494—53—pt. 1——13 
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was directed to make such investigations and actuarial studies as would provide 
the fullest information practicable for such report and recommendations : ( 

The Board was directed further to prepare a special report, at the earliest ( 
practicable time, making specific recommendations with regard to the desirabilit ‘ 
and practicability of substituting the provisions for annuities and other beneti 
to employees under the act, for any obligation for prior service or for any oxia 
ing provisions for the voluntary payment of pensions to employees subject is the 
act by a carrier, so as to relieve such carrier from its obligations for ave retin. : 
ment benefits under its existing pension systems and transfer such o dligations . 
to the Railroad Retirement System. 

The 1935 act also provided for the appointment of a commission composed of 
three Members of the Senate designated by the President of the Senate: ' 


tits / 


“ : ¥ ; three , 
Members of the House of Representatives designated by the Speaker of the Hoy t 
of Representatives ; and three members designated by the President of the Uniteg d 


States. The Commission was directed to report, through the President. ty 
Congress not later than January 1, 1936, the results of a thorough invesgtigatio: 
of all pertinent facts relating to a retirement annuity system applicabje by 
law to carriers by railroad engaged in interstate commerce. The Commis J 
sion was authorized to hold hearings respecting desirable provisions of , 
sound retirement and annuity system. In the making of such investigation 
the Commission could consider the experience of other industries and of goy. 
ernments, as well as of the railroad industry, and could avail itself of the 
ussistance of all agencies of the Federal Government. Until January 1, 1936 
the duties and authority of the Board, with respect to the two reports called 
for, were to be limited to cooperation with and action under the direction of 
the Commission. With its report setting forth the results of its investigation, 
the Commission was to include such recommendations for legislation, if any, 
as it deemed necessary to give effect to its conclusions. 
October 18, 1951 

A Joint Congressional Committee on Railroad Retirement Legislation was es 
tablished by Senate Concurrent Resolution No. 51,° to be composed of three 
members of the Senate Committee on Labor and Public Welfare and to be 
appointed by the chairman of that committee, and three members of the 
House Committee on Interstate and Foreign Commerce and to be appointed 
by the Speaker. The joint committee was to select a chairman and vice chair- 


























man from among its members. al 
The joint committee was authorized and directed, to make a full and com- 
plete fact-finding study and investigation of the Railroad Retirement Act, and sh 
of such related problems as it may deem proper, with a view toward ascer- to 
taining what changes should be made in such act. The joint committee was or 
authorized to determine the scope of such study and investigation, without ry 
limitation thereon, but with consideration being given to— ' 
1. The character and amount of present benefits and the estimated cost of 
providing such benefits. Di 
2. The existing relationships between the system established by the Railroad ui 
Retirement Act and the old-age and survivors insurance system. th 
3. The changes that should be made in the character and amount of benelits 
to be provided workers subject to the Railroad Retirement Act and the est dis 
mated cost of providing such benefits. 
4. Any changes that should be made in the existing relationships between the . 
system established by the Railroad Retirement Act and the old-age and survivor 7 
insurance system with a view to simplifying administration, eliminating inequ m 
ties and anomalies as regards benefits to workers whose earnings are included it e 
whole or in part under either system, and strengthening the financial! base fo 0 
benefits to be provided under one system without impairing the financial base ne 
underlying benefits provided under the other system. . a 
The joint committee, or any duly authorized subcommittee thereof, was author 
ized to sit and act at such places and times during the sessions, recesses, ane the 
adjourned periods of the Eighty-second Congress, to require by subpena or other “* 
wise the attendance of such witnesses and the production of such books, papers rel 
and documents, to administer such oaths, to take such testimony, to procure sua 
printing and binding, and to make such expenditures, as it deemed advisable. se 
The joint committee, or any duly authorized subcommittee thereof, “ 


authorized during the sessions, recesses, and adjourned periods of the Dighty 


5 Concurrent resolution, not made part of the Railroad Retirement Act. 
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oeond Congress, to employ upon a temporary basis such technical, clerical, and 
-_ csistants as it deems advisable and, with the consent of the head of the 
other ant or agency concerned, to utilize the services, information, facilities, 
. personnel of all agencies in the executive branch of the Government. 

au 


il 9, 1952 ° 

"the joint committee established in accordance with Senate Concurrent Resolu- 
tion 51 in October 1951, was authorized, by Senate Concurrent Resolution 56, to 
expend not to exceed $50,000, and such expenses were to be paid one-half from 
the contingent fund of the Senate and one-half from the contingent fund of the 
House of Representatives upon vouchers signed by the chairman, Disburse- 
ments to pay such expenses were to be made by the Secretary of the Senate out 
of the contingent fund of the Senate, such contingent fund to be reimbursed from 
the contingent fund of the House of Representatives in the amount of one-half of 
the disbursements so made. 


XIV. Court JURISDICTION 
June 27, 1934 


The several district courts of the United States and the Supreme Court of the 
District of Columbia were given jurisdiction to entertain an application and 
to grant appropriate relief in the following cases which might arise under the 
provisions of the 1934 act: 

“(a) An application by the Board to compel an employee or other person 
residing within the jurisdiction of said court, or a carrier subject to service of 
process within said jurisdiction, to comply with any obligations imposed on said 
employee, other person, or carrier under the provisions of this act. 

“(b) An application by an employee or carrier to the Supreme Court of the 
District of Columbia or to the district court of any district wherein the Board 
maintains an office or has designated an agent authorized to accept service in its 
behalf, to compel the Board to set aside an action or decision claimed to be in 
violation of a legally enforceable right of the applicant, or to take an action, or 
to make a decision necessary for the enforcement of a legal right of the applicant, 
when the applicant shall establish his right to a judicial review upon the jurisdic- 
tional ground that, unless he is granted a judicial review of the action or decision, 
or failure of the Board to act or to decide, of which he complains, he will be 
deprived of a constitutional right to obtain a judicial determination of his 
alleged right. 

“(e) The jurisdiction herein specifically conferred upon the said Federal courts 
shall not be held exclusive of any jurisdiction otherwise mssessed by said courts 
to entertain actions at law or suits in equity in aid of the enforcement of rights 
or obligations arising under the provisions of this act.” 


August 29, 1935 


The several district courts of the United States and the Supreme Court of the 
District of Columbia, respectively, were given jurisdiction to entertain an applica- 
tion and to grant appropriate relief in the following cases which might arise under 
the provisions of the 1935 Retirement Act: 

“(@) An application by an employee or other person aggrieved in or to the 
district court of any district wherein the Board may have established an office, 
to compel the Board to set aside an action or decision claimed to be in violation 
of a legally enforceable right of the applicant, or to take action, or to make a 
decision necessary for the enforcement of a legal right of the applicant. 

“(b) The jurisdiction herein specifically conferred upon the said Federal courts 
shall not be held exclusive of any jurisdiction otherwise possessed by said courts 
fo entertain actions at law or suits in equity in aid of the enforcement of 
tights or obligations arising under the provisions of this act. 

“(c) The Railroad Retirement Board, as hereinbefore established, shall be and 
constitute a body corporate and be capable of suing and being sued as such.” 

Similarly, under the 1935 Carriers Taxing Act, the several district courts of 
the United States and the Supreme Court of the District of Columbia, respectively, 
Were given jurisdiction to entertain an application and to grant appropriate 
relief in the following cases: 

“\@) An application by the Commissioner of Internal Revenue to compel an 
*mployee or other person residing within the jurisdiction of said court or a 
‘cartier subject to service of process within said jurisdiction, to comply with 


ee 


"Ibid 
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any obligations imposed on said employee, other person, or carrier under the 
provisions of this act. 

“(b) The jurisdiction herein specifically conferred upon the said Federal] courts 
shall not be held exclusive of any jurisdiction otherwise possessed by said courts 
to entertain actions at law or suits in equity in aid of the enforcement of rights 
or obligations arising under the provisions of this [tax] act.” 


June 24, 1937 


The Railroad Retirement Act of 1937 contained a provision permitting ay 
employee or other person aggrieved to apply to the district court of any district 
wherein the Board may have established an office or to the District Court of the 
United States for the District of Columbia to compel the Board (1) to set aside 
an action or decision of the Board claimed to be in violation of a legal right of 
the applicant or (2) to take action or to make a decision necessary for the ep. 
forcement of a legal right of the applicant. Such court was given jurisdiction 
to entertain such application and to grant appropriate relief. The decision of 
the Board with respect to an annuity, pension, or death benefit was not subject 
to review by any court unless suit commenced within 1 year after the decision 
was entered upon the records of the Board and communicated to the person 
claiming the annuity, pension, or death benefit. The jurisdiction specifically 
conferred upon the Federal courts was not to be held exclusive of any juris. 
diction otherwise possessed by such courts to entertain actions at law or suits 
in equity in aid of the enforcement of rights or obligations arising under the 
provisions of the Railroad Retirement Act of 1937 or the Railroad Retirement 
Act of 1935. 


June 29, 1937 

The provisions of the Carriers Taxing Act of 1937 gave the several district 
courts of the United States and the District Court of the United States for the 
District of Columbia, respectively, jurisdiction to entertain an application by the 
Attorney General on behalf of the Commissioner of Internal Revenue to compel 
an employee or other person residing within the jurisdiction of the court or an 
employer subject to service of process within its jurisdiction to comply with any 
obligations imposed on such employee, employer, or other person under the pro- 
visions of that act. The jurisdiction specifically conferred upon such Federal 
courts was not to be held exclusive of any jurisdiction otherwise possessed by 
such courts to entertain actions at law or suits in equity in aid of the enforce- 
ment of rights or obligations arising under the provisions of the Carriers Tax- 
ing Act of 1937. 


July 31, 1946 

The 1946 amendments to the Railroad Retirement Act provided that decisions 
of the Board determining the rights or liabilities of any person under the act 
were to be “subject to judicial review in the same manner, subject to the same 
limitations, and all provisions of law shall apply in the same manner as though 
the decision were a determination of corresponding rights or liabilities under 
the Railroad Unemployment Insurance Act, except that the time within which 
proceedings for the review of a decision with respect to an annuity, pension, or 
lump-sum benefit may be commenced shall be 1 year after the decision will have 
been entered upon the records of the Board and communicated to the claimant.” 


The appropriate provision in the Railroad Unemployment Insurance Act 
[sec. 5 (f)] is as follows: 


“Any claimant, or any railway labor organization organized in accordance 
with the provisions of the Railway Labor Act, of which claimant is a member 
or any other party aggrieved by a final decision under subsection (c) of | 
section, may, only after all administrative remedies within the Board will have 
been availed of and exhausted, obtain a review of any final decision of the 
toard by filing a petition for review within ninety days after the mailing of 
notice of such decision to the claimant or other party, or within such further 
time as the Board may allow, in the United States circuit court of appeals for 
the circuit in which the claimant or other part resides or will have had. his 
principal place of business or principal executive office, or in the United States 
Circuit Court of Appeals for the Seventh Circuit or in the Court of Appeals for 
the District of Columbia. A copy of such petition, together with initial process 
shall forthwith be served upon the Board or any officer designated by it for 
such purpose. Service may be made upon the Board by registered mai! addresset! 
to the Chairman. Within fifteen days after receipt of service, or within such 
additional time as the court may allow, the Board shall certify and file with the 
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court in which such petition has been filed a transcript of the record upon which 
the findings and decision complained of are based. l pon such filing the court 
shall have exclusive jurisdiction of the proceeding and of the question determined 
therein, and shall give precedence in the adjudication thereof over all other 
civil cases not otherwise entitled by Jaw to precedence. It shall have power to 
enter upon the pleadings and transcript of the record a decree affirming, modify- 
ing, or reversing the decision of the Board, with or without remanding the 
cause for rehearing. The findings of the Board as to the facts, if supported by 
evidence and in the absence of fraud, shall be conclusive. No additional evidence 
shall be received by the court, but the court may order additional evidence to be 
taken before the Board, and the Board may, after hearing such additional 
evidence, modify its findings of fact and conclusions with the court, and the 
Roard shall file with the court a transcript of the additional record. The judg- 
ment and decree of the court shall be final, subject to review as in equity cases. 
“An applicant for review of a finil decision of the Board concerning a claim 
for benefits shall not be liable for costs, including costs of service, or costs of 
printing records, except that costs may be assessed by the court against such 
yplicant if the court determines that the proceedings for such review have been 
instituted or continued without reasonable ground.” 

This superseded the corresponding provision of the Retirement Act (but not of 
the Tax Act) previously in effect. 


XV. THE RarLRoAp RETIREMENT BoarD 
June 27, 1934 


There was established, as an independent agency in the executive branch of 
the Government, a Railroad Retirement Board, to be composed of three members 
appointed by the President, by and with the advice and consent of the Senate. 
Each member was to hold office for a term of 5 years, except that any member 
appointed to fill a vacancy occurring prior to the expiration of the term for which 
his predecessor Was appointed, was to be appointed for the remainder of the 
term, and the terms of office of the members first taking office after the date of 
enactment of the act were to expire, as designated by the President, one at the 
end of 2 years, one at the end of 3 years, and one at the end of 4 years, after the 
date of enactment. One member was to be appointed from recommendations 
made by representatives of the employees and one member from recommenda- 
tions made by representatives of the carriers, in both eases as the President shall 
direct, so as to provide representation on the Board satisfactory to the largest 
number, respectively, of employees and carriers concerned. One member, who 
was to be the Chairman of the Board, was to be appointed initially, for a term 
of 2 years, without recommendation by either carriers or employees and was 
uot to have been in the employment of or be pecuniarily or otherwise interested 
in any carrier or organization of employees. Vacancies in the Board were not 
to impair the powers nor affect the duties of the Board nor of the remaining 
members of the Board of whom a majority of those in office were to constitute a 
quorum for the transaction of business. Each of said members were to receive 
a salary of $10,000 per year, together with necessary traveling expenses and 
subsistence expenses, or per diem allowance in lieu thereof, while away from 
the principal office of the Board on duties required by the act. The members 
uid employees of the Board were to be included as employees under this act, and, 
together with employees receiving annuities, were to be furnished free transporta- 
tion in the same manner as such transportation was furnished to employees. 

The Board was to have and exercise all the duties and powers necessary to 
administer the act. The Board was to receive and take such steps and institute 
and prosecute such proceedings and actions as might be necessary to enforce 
the payments and obligations required under the act, make and certify awards 
and payments, and account for all moneys and funds necessary thereto. The 
Board could require such advances upon the payments of carriers as necessary 
to put the act into operation. The Board was to establish and promulgate rules 
and regulations and provide for the adjustment of all controversial matters, 
With power as a Board, or through any member or subordinate designated 
therefor, to require and compel the atfendance of witnesses, administer oaths, 
take testimony, and make all necessary investigations in any matter involving 
annuities or other payments, and maintain such offices, provide such equipment, 
irnishings, supplies, services, and facilities and employ such persons and pro- 
ide for their compensation and expenses, as might be necessary to the proper 
uischarge of its functions. All rules, regulations, or decisions of the Board 
Mjuired the approval of at least two members and were to be entered upon the 
tcords of the Board and were to be a public record. The Board was ordered 
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to gather, keep, compile,.and publish in convenient form such records and data 
as might be necessary, and at intervals of not more than 2 years was ty make 
actuarial surveys and analyses, to determine from time to time the payments 
to be required to provide for all annuities, other disbursements and expensos 
and to assure proper administration and the adequacy and permanency of the 
retirement system. The Board was given power to require all carriers and 
employees and any officer, board, commission, or other agency of the United 
States to furnish such information and records as were necessary for the 
administration of this act. The Board was directed to make an annual report 
to the President of the United States to be submitted to Congress. Witnesses 
summoned before the Board were to be paid the same fees and mileage paid 
to witnesses in the courts of the United States. 


August 29, 1935 

The provisions of the Railroad Retiremeht Act of 1935, with respect to the 
appointment, salaries, and tenure of the Railroad Retirement Board staff ang 
Board members, was identical with the provisions of the 1934 act, except that 
such members and employees were not to be covered by the act, and no provision 
was made to provide free transportation to such members and Board employees, 

With respect to duties, the Railroad Retirement Act of 1935 provided that the 
Board was to have and exercise all the duties and powers necessary to administer 
tle act. The Board was to take such steps as may be necessary to enforce the 
act and make and certify awards and payments. 

The Board was ordered to certify, from time to time, to the Secretary of the 
Treasury the name and address of each person entitled to receive a payment 
under the act, the amount of su*h payment, and the time at which it should be 
made, and the Secretary of the Treasury, through the Division of Disbursement 
of the Treasury Department and prior to audit or settlement by the General 
Accounting Office, was to make payment in accordance with the certification by 
the Board. 

The Board was required to establish and promulgate rules and regulations and 
provide for the adjustment of all controversial matters, with power as a Board, 
or through any member or subordinate designated thereof, to require and compel 
the attendance of witnesses, administer oaths, take testimony, and make all 
necessary investigations in any matter involving annuities or other payments, 
and maintain such offices, provide such equipment, furnishings, supplies, 
services, and facilities, and employ such persons and provide for their compensa- 
tion and expenses, as might be necessary to the proper discharge of its functions, 
All rules, regulations, or decisions of the Board required the approval of at least 
two members and were to be entered upon the records of the Board, which were 
to be a public record. The Board was directed to gather, keep, compile, and 
publish in convenient form such records and data as might be necessary, and at 
intervals of not more than 2 years was to make actuarial surveys and analyses, 
to determine from time to time the payments to be required to provide for all 
annuities, other disbursements and expenses, and to assure proper administra- 
tion and the adequacy and permanency of the retirement system therein estab- 
lished. The Board was given power to require all carriers and employees and 
any officer, board, commission, or other agency of the United States to furnish 
such information and records as were necessary for the administration of this 
act. The Board was ordered to make an annual report to the President of the 
United States to be submitted to Congress. Witnesses summoned before the 
Board were to be paid the same fees and mileage paid witnesses in the courts 
of the United States. 


June 24, 1937 


The provisions of the Railroad Retirement Act of 1937 which related to the 
establishment of a Railroad Retirement Board have remained unamended to 
date. Consequently, they are quoted directly here: 


“(a) There is hereby established as an independent agency in the executive 
branch of the Government a Railroad Retirement Board, to be composed of 
three members appointed by the President, by and with the advice and consent 
of the Senate. Each member shall hold office for a term of five years, except 
that any member appointed to fill a vacancy occurring prior to the expiration 
of the term for which his predecessor was appointed shall be appointed for 
the remainder of the term, and the terms of office of the members first taking 
office after the enactment date shall expire, as designated by the President, 
one at the end of two years, one at the end of three years, and one at the end 
of four years after the enactment date. One member shall be appointed from 
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recommendations made by representatives of the employees and one member 


ata shall be appointed from recommendations made by representatives of carriers, 
ake » both cases as the President shall direct, so as to provide representation on 
nts the Board satisfactory to the largest number, respectively, of employees and 
Seg, cart ers concerned. One member, who shall be the chairman of the Board, 
the shall be appointed initially for a term of two years without recommendation 
and py either carriers or employees and shall not be in the employment of or be 
ited pecuniarily or otherwise interested in any employer or organization of employees. 
the Vacancies in the Board shall not impair the powers or affect the duties of the 
port Board or of the remaining members of the Board, of whom a majority of those 
S8e8 | office shall constitute a quorum, for the transaction of business. Each of 
aid said members shall receive a salary of $10,000 per year, together with necessary 


traveling expenses and subsistence expenses, or per diem allowance in lieu 
thereof, while away from the principal office of the Board on official duties. 
“(ph) 1. The Board shall have and exercise all the duties and powers necessary 















the ty administer this Act and the Railroad Retirement Act of 1935. The Board 
and shall take such steps as may be necessary to enforce such Acts and make awards 
a and certify payments. Decisions by the Board upon issues of law and fact re- 
a lating to pensions, annuities, or death benefits shall not be subject to review by 
i any other administrative or accounting officer, agent, or employee of the United 
States. 

ster “) If the Board finds that an applicant is entitled to an annuity under the 
the provisions of this Act or the Railroad Retirement Act of 1935 then the Board 
the shall make an award fixing the amount of the annuity and shall certify the 
ment — thereof as hereinafter provided; otherwise the application shall be 

“a denied. 

d be “8. The Board shall from time to time certify to the Secretary of the Treas- 
nee ury the name and address of each individual entitled to receive a payment, the 
reral amount of such payment, and the time at which it should be made, and the 
n by Secretary of the Treasury through the Division of Disbursements of the Treas- 
uy Department, and prior to audit by the General Accounting Office, shall 
sand wake payment in accordance with the certification by the Board. 

oard, “4. The Board shall establish and promulgate rules and regulations to provide 
mpel for the adjustment of all controversial matters arising in the administration of 
e all sich Acts, with power as a Board or through any member or designated subordi- 
eens, nate thereof, to require and compel the attendance of witnesses, administer oaths, 
— take testimony, and make all necessary investigations in any matter involving 
ee annuities or other payments and shall maintain such offices, provide such equip- 
na nent, furnishings, supplies, services, and facilities, and employ such individuals 


and provide for their compensation and expenses as may be necessary for the 
proper discharge of its functions. In the employment of such individuals under 
tlie civil service laws and rules the Board shall give preference over all others 


were 
, and 


nd at individuals who have had experience in railroad service, if, in the judgment 
ilyses, of the Board, they possess the qualifications necessary for the proper discharge 
ut all of the duties of the positions to which they are to be appointed. All rules, regu- 
Metre lations, or decisions of the Board shall require the approval of at least two 
estab- members except as provided in subdivision 5 of this subsection and they shall 
7 ane beentered upon the records of the Board, which shall be a public record. Notice 
urnish ofa decision of the Board, or of an employee thereof, shall be communicated to 
of this the applicant in writing within thirty days after such decision shall have been 
of the made, The Board shall gather, keep, compile, and publish in convenient form 
re the sich records and data as may be necessary to assure proper administration of 
courts such Acts. The Board shall have power to require all employers and employees 

and any officer, board, commission, or other agency of the United States to 

furnish such information and records as shall be necessary for the administration 
ede we Acts, The several district courts of the United States and the District 
ded to ourt of the United States for the District of Columbia shall have jurisdiction 


pon suit by the Board to compel obedience to any order of the Board issued 
Pursuant to this section. The orders, writs, and processes of the District Court 
ecutive of the United States for the District of Columbia in such suits may run and be 
sed of served anywhere in the United States. The Board shall make an annual report 
onsent to the President of the United States to be submitted to Congress. Witnesses 
except Summoned before the Board shall be paid the same fees and mileage that are 
viration Pid witnesses in the courts of the United States. 


ted for “). The Board is authorized to delegate to any of its employees the power to 
taking lake decisions on applications for annuities or death benefits in accordance with 
psident, les and regulations prescribed by the Board: Provided, however, That any per- 
the end Naggrieved by a decision so made shall have the right to appeal to the Board.” 
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CHAPTER 3 


COMPARISON OF THE RAILROAD RETIREMENT SYSTEy 
WITH OTHER PUBLIC AND PRIVATE PENSION PLANS 


SUMMARY 


The committee sent a comprehensive questionnaire to the adminis. 
trators of eight pension systems, four public and four private plan, Hy 
Public plans include social security, civil service, uniformed services sel 
(Army, Navy, Air Force, and Marines), and the railroad retirement M 
eystems. Private compan s inte rrogated were General Motors. Gen 101 
eral Electric, United States Steel, and American T ele phone & Tele- M 
graph. Facilities of the Railroad Retirement Board were utilized to ple 
tabulate the various provisions of the different plans and to make con- 


parisons. The chapter is wholly factual and does not analyze either pel 
the advantages or disadvantages of any of the plans. ! 
ral 

I. INTRODUCTORY STATEMENT typ 


The Railroad Retirement System is one of many which provide one MM for 


or more types of benefits to retired employees or their survivors. Some Mi ne 
of these are administered by the Federal Government for its own em- 
ployees; two are administered by the Government but cover princi- 0 


pally employees of private industry; and many thousands are ad- 
ministered privately and cover all or part of the employees of from je 
one company to an entire industry. To compare the variations among T 
these plans as to the methods of financing and the benefits provided, the HT! 
committee has made an analysis of eight of them, four federally and syst 
four privately administered. I‘or this purpose it selected from those nea 
covering Federal employees only the civil service retirement system (Cor 
and the uniformed services retirement system. The uniformed syst 
services retirement system (Department of Defense) actually in-§fof t 
cludes eight plans for different services, but is counted as one for the Mi The 
purpose of this analysis. Both governmental systems for private Gov 
employees are considered. They are the social security system and the gi Con 
railroad retirement system. The social security system also coversfiMhav 
some employees of the Federal, State, and local governments. Fromgiiffor | 
among the many privately operated systems, the committee chose fourj#fore 
of the largest which it considered fairly representative. Those selected Mf Elec 
are the plans of the General Motors Corp., General Electric Co,g@™Mplan 
American Telephone & Telegraph Co., and United States Steel Corp. Sine 
To secure information for each of these systems on a uniform basis 





















tions 


the committee prepared a questionnaire which each was requested togMgrad 
answer. A tabulation of the replies appears in the appendix to thisg™Mplan 
chapter. Cow 
The questions asked were in nine groups as follows: Th 

1. General information. igh 


174 lan 
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. Coverage, eligibility, etc. 
Benefits and beneficiaries. 
+, Coordination with social security. 
5. Financing. 
6. Administration. 
7. Compensation structure. 
. Population structure. 
TEN 9, Changes since 1940. 
NS Each of these is discussed here in summary to show the similarities 
and differences among the eight systems. 
[he comparison is presented as general background material for 
nformational purposes only. None of the plans presented is strictly 


») 
9 
” 


tr 


Ninis- 


} comparable with the railroad retirement system. The uniformed 
pe" Bl ervices retirement system and the civil service retirement system 
acs wnot properly be called industrial pension systems—the justification 
“Cen. Wa for their establishment and the principles on which they are based are 

Tele. nmany respects different from the others. Moreover, they are com- 


od to Wan petely uncoordinated with the social security system. On the other 
: hand, the railroad retirement system and the four private industry 
pension plans are coordinated with the social security system, but 
in different ways. All the other systems, moreover, differ from the 
riilroad retirement system so markedly in eligibility requirements, 
types of benefits, benefit formulas, financing, and so forth, as to make 
summary comparisons virtually impossible. For these reasons, there- 
de one HMM fore, the data should not be used for purposes of judging the relative 


com 


either 


Some § nerits of railroad as compared with other systems. 

nh em- 

yrinci- Il, ANALYTICAL SUMMARY OF REPLIES TO COMMITTEE QUESTIONNAIRE 

re ad- 

from ME General information 

umong There is considerable variation in the age of each of the eight plans. 


ed, the MM Three of the eight departments of the uniformed services retirement 
ly and system (Department of Defense) have beginning dates going back 
: those MB nearly 100 years. The newest plan—that of the General Motors 
system MB Corp—was originally established in 1940. The railroad retirement 
ormed Mmsystem, first established in 1935, is, therefore, relatively new. All 
lly in-(Mof the plans have been amended in various ways from time to time. 
for the fi The four private plans contain termination clauses while the four 

















wrivate Mm Government plans do not. With the exception of the General Motors 
ind thef™#Corp. and the General Electric Co., the eight organizations do not 


covers 


have any other pension plans. General Motors has separate plans 
From 


for employees working outside the United States in the employ of 


se fourfM@#foreign subsidiaries. 'The additional pension plan of the General 
elected MM Electric Co. was established in 1928 as a supplementary contributory 


ic Co., 
Corp. 


plan financed by employee contributions and income on invested funds. 
Since no new participants have been accepted after 1935 and contribu- 


n basistions were discontinued September 1, 1946, this additional plan is 
sted to@Mcradually being supplanted by the present General Electric pension 


plan, 


to this 


Cove rage, ¢ ligibility, ete. 

_The number of employees in covered employment under each of the 
‘ight plans ranges from 171,800 under the General Electric pension 
plan to 48,400,000 under the social security system. Under the latter 
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plan, moreover, there were some 89,000,000 individuals who had 
worked in covered employment and contributed to the program at one 
time or another during the first 15 years of its existence, and abou 
62,000,000 of them had worked long enough to acquire insuranes 
protection. In terms of the number of employees in covered employ. 
ment, the railroad retirement system is much smaller than the social 
security system, somewhat smaller than the two other Government 
plans in terms of coverage (although larger than the civil service 
system in terms of number of beneficiaries and amount of benefits 
paid). ‘The railroad system is considerably larger than any of the 
four private plans. : 

Of the total employment force in each of the eight groups, the per- 
centage of employees covered by the pension plan ranges from 667 
percent for the Civil Service Commission to 100 percent for the 
Railroad Retirement Board, Department of Defense, Genera] Motors 
Corp. and the American Telephone & Telegraph Co. In six, all eli- 
gible employees are covered by their respective pension plan. The 
other two are: (1) The social security system, under which al] 
eligible employees are covered on a compulsory basis except for em- 
ployees of nonprofit organizations and of State and local govern- 
ments. There are about 1,420,000 State and local government em- 
ployees eligible for old-age and survivors insurance; the estimated 
number actually covered in June 1952 was 500,000. About 80 percent 
of the 880,000 nonprofit organizations’ employees eligible for old-age 
and survivors insurance coverage are covered ; (2) the Genera! Electric 
Co., under which 91.1 percent of all eligible employees are covered. 

The age, service, and other eligibility requirements vary somewhat 
from plan to plan. For most employees there are no such special re- 
quirements. The exceptions are: (1) Under the social security system, 
newsboys are not covered if under 18 years of age. For domestic and 
nonbusiness (casual) employees, agricultural employees, employees of 
nonprofit organizations, and the self-employed, there are specific serv- 
ice or earnings requirements. For example, self-employed individuals 
must have net earnings of at least $400 a year from their business to 
be covered for that year. (2) Under the civil service system, tem- 
porary employees or those employees of the Senate or House of Kep- 
resentatives whose duration of employment is uncertain must serve 
continuously for at least 1 year before becoming eligible for coverage. 
(3) Under the General Motors plan for salaried employees—part II 
(contributory), employees are covered if they have 1 year of con- 
tinuous service, are receiving a salary of $250 or more a month and 
elect, between the ages of 30 and 60, to contribute under the plan. (4) 
Under the General Electric plan, 1 year of service is required for 
coverage. 

Withdrawing employees are eligible for potential benefits under 
most of the pension plans, provided they meet the established service 
requirements at the time of their withdrawal. Two categories of 
General Motors Corp. employees, those under the pension plan for (1) 
hourly rate employees, and (2) salaried employees—part I (noncot- 
tributory), are not eligible for potential benefits if they are separated 
before age 60 except in case of total and permanent disability retire 
ment. Those under the third category of the General Motors pension! 
plan, that is, (3) salaried employees—part II (contributory), a 
eligible for potential benefits regardless of their age at the time of 
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separation. General Electric Co. withdrawing employees are not 
eligible for potential benefits. , 

Participation is automatic in all the pension plans with the follow- 
ing exceptions: (1) Under social security, participation is compulsory 
for all eligible employees except those of nonprofit organizations and 
of State and local governments. Employees of nonprofit organiza- 
tions may be covered if the employing organization agrees to pay the 
employer's share of the social-security contribution and if at least 
two-thirds of its employees elect to be included in the coverage; the 
employees who agree to be covered, as well as all employees subse- 
quently hired by the nonprofit organization are covered. Coverage of 
eligible State and local government employees is effected by voluntary 
agreements between the individual States and the Federal Security 
Administrator. (2) Under the civil service plan, certain positions in 
the legislative branch must make an affirmative election for civil- 
wrvice coverage; otherwise, participation is automatic; (3) under the 
third category of the General Motors plan, that is, salaried em- 
ployees—part I[ (contributory), participation is voluntary; (4) the 
General Electric Co. plan provides for voluntary participation only. 
Benefits and beneficiaries 

All eight pension plans provide for normal age retirement benefits. 
The normal age, however, differs somewhat among the various plans. 
The Civil Service Commission, Department of Defense, and the Amer- 
ican Telephone & Telegraph Co. allow normal retirement before age 
6), Six of the eight pension plans provide for prenormal age retire- 
ment; exceptions are social security and United States Steel. Also, 
seven of the plans provide for retirement on account of disability, the 
exception being social security. 

In addition to providing for retirement because of total disability, 
the railroad retirement system provides for occupational disability 
retirement. That is, a railroad employee aged 60 with 10 years of 
service, or under age 60 with 20 years of service, who has a recent 
attachment to the industry and who is permanently disabled for work 
in his regular occupation, even though not permanently disabled for 
all other regular, gainful employment, may retire on the full annuity 
applicable to his average monthly compensation and years of railroad 
vrvice. He need not be in railroad service at the time disability 
ocurred. ‘The civil service system has a similar provision for an em- 
ployee with 5 years of service who, while in service, becomes totally 
disabled for useful and efficient service in the position occupied or for 
isimilar position. Under the private plans, the disability must have 


Seen incurred while in the service of the company. 


_ A more-or-less complete set of monthly benefits to qualified surviv- 
ing families of retired and nonretired employees is provided only by 
the railroad retirement and social security systems. The civil 
“rvice system provides for monthly benefits to surviving families of 
nonretired employees, but a retired employee must have elected a 
reduced annuity in order for his wife to be eligible to a monthly bene- 
iit, unless she is under age 50 with children who qualify for monthly 
benefits. The General Motors plan for salaried employees, part II 
contributory) and the General Electric plan provide for survivorship 
benefits if the employee elects to retire on a reduced annuity. With 
the exception of General Motors and United States Steel, all plans 


provide for lump-sum death benefits in one form or another. 
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Calculation of benefits 
Railroad retirement.—There are considerable differences in the way 
benefits are computed under the various plans. Under the railroad 
retirement system, age and disability retirement benefits are related 
to the employee’s earnings over his lifetime in the railroad industry 
except that average monthly earnings for all months of service befor 
1937 are generally based on the years 1924-31. Only months in which 
the employee actually worked are counted in calculating his average 
monthly compensation. Maximum creditable earnings are $300 per 
month. A weighted formula is applied to the employee's averam 
monthly compensation : 2.76 percent of the first $50, 2.07 percent of the 
next $100, and 1.38 percent of the remainder. The sum of these three 
factors is then multiplied by the employee’s years of railroad service 
to obtain his monthly annuity. Ifthe employee’s most recent employ. 
ment, at the time of his retirement, was in the railroad industry, his 
annuity may be calculated under the minimum provisions if that 
yields a higher annuity. The minimum annuity is the least of (a) 4.14 
times his years of service, (b) $69, or (c) the employee’s monthly 
compensation. Moreover, the Railroad Retirement Act provides that 
the total retirement benefits for a month to the employee and his family 
under both the railroad retirement and social security systems 
will not be less than the benefits that would have been payable 
under the Social Security Act if the employee’s railroad employment 
after 1936 had been credited under that act along with any regular 
social-security employment he may have had. The Board’s experience 
to date, however, had shown that relatively few retirement annuities 
are computed under the social-security minimum guaranty. As may 
be seen from the above, the railroad-retirement formula places a pre- 
mium on the employee’s length of service. A retiring employee with 
30 years of service and average monthly earnings of $200 will receive 
an annuity double that of an employee with the same average monthly 
earnings but only half the service, 15 years. No distinction is made 
between prior service (service before 1937) and subsequent service 
(service after 1936) in calculating the annuity under the railroad- 
retirement formula. However, only service after 1936 is considered 
when the social-security minimum guaranty is applied. 

Social security —In contrast to railroad retirement, social security 
attaches little or no weight directly to an employee’s length of covered 
employment. There are two methods of calculating retirement bene- 
fits under the social-security law. The first method applies to em- 
ployees who are insured on their service after 1950. Under it, the 
employee’s average monthly wage is computed by dividing his total 
creditable earnings after 1950-and up to attainment of age 69, or 
retirement, by the elapsed months in the corresponding period t 
obtain the higher average. Months of unemployment are included 
in the elapsed period (divisor). The average monthly wage may not 
exceed $300. The formula for obtaining the retirement benefit under 
this method is 55 percent of the first $100 of the average monthly 
wage plus 15 percent of the remainder. The second method is used 
if it yields a more favorable result or if the employee is not insured 
on his service after 1950. The average monthly wage is computed 
over the entire period beginning January 1, 1937 (rather than Jan- 
uary 1, 1950, as under the first method), and may not exceed $250. 
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The formula used is operon of the first $50 of the average monthly 
wage plus 10 percent o the remainder up to $200. An amount equal 


Way - ‘ ° : a 3 hh: 
oad fg to 1 percent of this sum is added for each year before 1951 in which 
sted the employee was paid wages of $200 or more. The amount thus 


computed is raised (on the average by almost 100 percent) in accord- 
ance with the conversion table in the Social Security amendments of 
952, 

Thus, under the first method, the social-security benefit may be the 
same for two different employees even though one of the employees 
has many more years of service than the other. Furthermore, the 
euployee with a longer span of employment may even receive a 
swaller benefit because there is a greater likelihood of his suffering 
months of unemployment and such months are included in the divisor 


try, 
fore 
hich 
rage 

per 
rage 
the 
hree 


Ne when calculating the average monthly wage. Under the second 
_his ig method, the employee’s length of service is reflected to a certain extent 
that a i his retirement benefit, as described above. The second ,method, 
4.14 gg however, Will be used less and less as time goes on primarily because 
thly (it will tend to yield the lower benefit of the two methods; this is be- 
that gg couse under the second method the entire period after 1936 is consid- 


eed in calculating the average monthly wage and as a result months 
of unemployment and of low earnings are more frequent. Under both 
methods, the minimum retirement benefit is $25. 

Civil Service—Amounts of civil-service retirement benefits, like 
riilroad retirement benefits, depend in large part upon the employee’s 
years of service. Civil-service benefits are related to the highest aver- 
age annual basic salary received by an employee during any five con- 
scutive years of service. For average salaries of $5,000 or less, the 
retirement annuity equals 1 percent of the average plus $25, the sum 
multiplied by the years of service. For average salaries of more than 
$5,000, the retirement annuity is 114 percent of the average multiplied 
by the years of service. 

Defense —For all eight plans of the Department of Defense, benefits 
are based on the highest active-duty basic pay. For retirement ben- 
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road- ells based on service, the highest active-duty basic pay is defined as 
Jered Mm’ highest of: (@) The actual grade held at retirement, or (6) the 


highest temporary grade in which the member served satisfactorily 


urity (ger not less than 6 months while on active duty during World War 
vered neha the temporary grade in which he was serving at retirement 
(applicable only to retirements from August 1947 to January 1957). 


bene- 


om: fet disability benefits, the highest active duty basic pay is defined as 


t. the mmtve highest of : (2) The grade in which the member was serving at the 
total mee of being placed on the disability list, or at retirement (separa- 


it), whichever is earlier, or (6) a temporary grade in which the 


i, or ‘ . . 
ember had ever served satisfactorily, or (¢) under certain conditions, 


od to 


luded age’ grade to which the member would have been promoted, but for the 
y not fme“Ysical examination which disclosed disability. Generally, the 
ander QAeUthly retirement annuity equals 214 percent of monthly basic pay 
nthly Mltiplied by the years of service, with a maximum of 75 percent of 
sed eUthly basic pay and, in some cases, a minimum of 50 percent of 
cured feouthly basic pay. There are, however, exceptions to this formula far 
puted f° “Uherous to summarize but which are covered in the tabulation of 
 Jan- GP "eplies in the appendix to this chapter. For example: (1) The 
s250, pty to enlisted men of the Army and Air Force who have 30 years 


———— 


180 RETIREMENT POLICIES AND RAILROAD RETIREMENT SYSTEM 


of service is equal to 75 percent of monthly basic pay; (2) the annuity 
to members of the Public Health Service plan is equal to 75 percent o¢ Hi ed! 
the monthly basic pay if the member was under age 45 at the time of hic 9 the 


original appointment, and 4 percent of the monthly basic pay mult. HM les 
plied by the number of years of active commissioned service if the His 
member was over age 45 at the time of his original appointment, wi) Hi eve 
a maximum of 75 percent of monthly basic pay; (3) the annuity t) or 
a member of the Reserve components is based on his periods of actiys l 
Federal service and the number of points credited him while a resery. Hi 0 
ist. With respect to retirement disability benefits, the Department of Md" 
Defense takes into account such factors as: (1) whether or not dis. My the 
ability was a proximate result of performance of active duty, (2) Hy be 
number of years of active service, and (3) the percentage of disability. 
General Motors——Under the General Motors Corp. pension plan, 


benefits are calculated differently for the three categories of covered 


. . . ben 
employees. Under the first category, pension plan for hourly rate em. 


ployees, the normal retirement annuity is not related to the employee's ” 
earnings; it is equal to $1.50 for each year of credited service, up toa wt 
maximum of 30 years. For the second category, pension plan for sala- i 4, 
ried employees, part I (noncontributory), the benefit is based on the HM». 
average fina] 10 years’ salary. The normal monthly retirement benefit Hi yy, 
equals six-tenths of 1 percent of the average monthly base salary dur- Hi fo, 


ing the final 10 years multiplied by the total number of years of cred- JM 
ited service, up to a maximum of 30 years. In order to receive noncon- em} 
tributory benefits based on a salary in excess of $250 a month, however, MM }pi: 
the employee must contribute under part IT of the retirement program oy. 
for salaried employees while eligible to do so. For the third category i jy. 
pension plan for salaried employees, part II (contributory), the nor- Hi ij. 
mal retirement benefit consists of two parts: (1) A future service yo) 
monthly benefit equal to 144 oe of average monthly salary ing ye 
excess of $250 on which contributions have been made multiplied by of ; 
the number of years of contributions; (2) a past service monthlyM the 
benefit of 1 percent of salary in excess of $250 per month, and under thy: 
$2,333, received on July 1, 1940, multiplied by years of continuous yas 
service between age 40 and July 1, 1940, up to a maximum of 20 years men 

General Electric—The General Electric Co. pension (on an annual asi 
basis) consists of two separate annuities: (1) A past service annuitygil sci 
for service before September 1, 1946, which is based on the employee SMM non 
earnings and length of service. It is determined by (a) multiplying pay: 
1.165 percent of the past-service earnings of a male employee, or 1aMafie 
percent of a female employee, by a number equivalent to the total have 
number of full years of continuous service which the employee wil 
have at his normal retirement date, (6) subtracting from (7) the sum 
of 40 percent of the first $600 of the employee’s past-service earning 
and 10 percent of the remainder, up to a maximum of $2,400 of sue , 
past-service earnings, and (c) multiplying the net amount determine 


in (5) by a fraction, the numerator of which is the number of full yea ome 
of continuous service to September 1, 1946, and the denominator 0 7” 
which isthe total number of full years of continuous service whicht a 
employee will have at his normal retirement date. (2) A future serv ae 
ice annuity for service on or after September 1, 1946, which is base the 


on the employee’s aggregate contributions. It equals 40 percent ° 
the aggregate contributions of the employee. 
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American Telephone & Telegraph.—The A. T. & T. monthly pension 
equals 1 percent of average pay for the last (or, at the discretion of 
the company, the highest ) 10 years multiplied by years of service, 
less one-half of the social-security benefit except when the minimum 
-. worked. In computing the average pay, the regular rate and 
ovening and night differentials are included, but not overtime, Sunday, 
or holiday premiums. 

I'nited States Steel—The United States Steel Corp. monthly pen- 
ion equals 1 percent of the average monthly earnings of the employee 
during the last 10 years of service prior to retirement, multiplied by 
the number of years of continuous service, less the social security 
benefit. 

Survivor benefits 

As already noted, a rather comprehensive set of monthly survivor 

ienefits is provided for by only three of the systems: (1) railroad 


retirement, (2) social security, and (3) civil service. Under the 
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lity, 
plan, 
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e em. 


oyee's MM latter two, monthly survivor benefits are a specified fraction of the 
) to. 8 MM retirement benefit which the employee was receiving or was eligible 
* sala- for (disregarding the age requirement) at death, with certain maxi- 
mn the MM num provisions. Under the railroad retirement system, the sur- 
enefit vivor benefit is computed under a formula different from that used 


y dur- MM for retirement benefits. The monthly survivor benefit is related to 
cred- MM the employee’s combined earnings in both railroad and social security 


ncon- HE employment after 1936, with the average monthly earnings after 1936 


vever, MMM being calculated in much the same way as under social security. How- 
gram MM ever, if the employee was a pensioner at death, or a retirement annuity 
egOry Ma based on at least 10 years of service was payable to him before 1948, 
é not-## the monthly survivor benefit may be based on his over-all average 
monthly compensation, if this yields a higher benefit. From the 
average monthly earnings a basic amount 1s calculated: 40 percent 
of the first $75 plus 10 percent of the remainder up to $225, and if 





the average is based on earnings after 1936, 1 percent of the sum 
thus obtained is added for each year after 1936 in which the employee 
was paid at least $200 in comined railroad and social-security employ- 
ment. Monthly survivor benefits are a specified proportion of such 
basic amount. Moreover, the Railroad Retirement Act contains a 


under 


Yaescial security minimum provision which guarantees that* total 
loyee Mi monthly benefits to a family will never be less than would have been 
plying payable under the Social Security Act on the basis of employment 
or Lag after 1936. At present about two out of every three survivor benefits 


have been calculated under the social security minimum guaranty. 
Maximum and minimum provisions 

The maximum and minimum provisions vary considerably from 
plan to plan, 

Railroad retirement.—The Railroad Retirement Act contains no 
maximum provision for retirement benefits as such, but the largest com- 
bined annuity now payable to a retired worker and wife is $205.60— 
*165.60 to the employee and $40 to the wife. Larger annuities will 
hot be possible until after 1966, when more than 30 years of service 
may be credited. Minimum railroad-retirement benefits vary with 
tie employee’s years of service, but if the employee’s most recent 
tiployment was in the railroad industry, his minimum annuity will 
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generally be at least $41.40, and may be as high as $69, or even higher 
under the social security minimum guarantee provision. The mini 
mum and maximum benefits to surviving families of railroad workers 
are $14 and $168.80, respectively. 

Social security —The maximum worker’s social security benefit js 
$85; for a worker and wife it is $127.50. The maximum family benef 
$168.80. The minimum social security retirement benefit is $25, qyj 
to a single survivor, $18.80. 

Civil Service—The civil service plan provides for an annual may. 
mum retirement benefit of 80 percent of the employee’s average salary. 
There is no maximum benefit to a widow of a deceased employee, 
Maximum annual benefits to surviving children are: (1) If both 
children and widow qualify for survivor benefits, the annuity to each 
child is the least of: (@) 25 percent of employee’s annuity, (b) $900 
divided by the number of eligible children, or (c) $360. If there js 
no widow, benefit to each child is the least of: (@) 50 percent of the 
employee’s annuity, (6) $1,200 divided by the number of eligible 
ites: or (c) $480. When the benefit to the widow terminates at 
death, or the benefit to one child terminates for any reason, the remain- 
ing benefits are recomputed on the basis of the remaining eligible 
survivors. The Civil Service plan has no provisions for minimum 
benefits. 

Defense.—The Department of Defense plan provides for a maxi- 
mum retirement benefit of 75 percent of the individual’s monthly basic 
pay. For most members, there are no minimum-benefit provisions, 
The exceptions are Army and Air Force and Navy and Marine Corps 
officers who retire under the compulsory or involuntary provisions 
and are guaranteed a minimum benefit of 50 percent of monthly basic 
pay. For members who retire on account of disability under the De- 
partment of Defense plan, the minimum is equal to 30 percent of basic 
pay; 50 percent, however, if and while on a temporary disability 
retired list. 

General Motors——General Motors provides for the following maxi- 
mum and minimum benefits under its three plans: (1) Pension plan 
for hourly rate employees—for normal age retirement, the minimun 
monthly benefit, including social security, is $4 for each year of 
credited service, up to a maximum of 25 years. Minimum disability 
retirement benefit 1s $50 a month. (2) Pension plan for salaried en- 
ployees—part I (noncontributory)—for normal age retirement, the 
minimum monthly benefit is six-tenths of 1 percent of average salary 
in excess of $250 per month during the final 10 years times years of 
credited service, up to a maximum of 30 years, plus the greater of: 
(a) $1.50 times the number of years of credited service, subject tos 
maximum of 30, or (b) the amount by which $4 times the number of 
years of credited service, not in excess of 25, exceeds the employees 
social-security benefit. The minimum disability benefit is $50 per 
month. The maximum benefit is $1,250 per month. The maximun 
total benefit including the contributory benefit is $40,000 per year. 
(3) Pension plan for salaried amployees—part II (contributory)— 
for normal age retirement, minimum past service and future service 
benefit combined, $20 per month for employees who have received 4 
base salary of $250 or more per month for at least 5 years just prior \ 
retirement, and who have contributed while eligible to do so since 
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July 1, 1945. The maximum annual past service benefit is $5,000, and 
the maximum total benefit including noncontributory benefits is 
$40,000 per year. 

General Electric. —The General Electric Co. plan has no maximum 
or minimum provisions as such. However, there is a guaranteed mini- 
mum retirement-income provision for long-service employees. The 
cuaranteed minimum retirement income, inc ‘luding social security, is 
<}25 a month for employees retiring at the normal retirement age with 

25 years of credited service. This guaranty reduces proportionately 
for lesser service (down to 15 years) and for early retirement. The 
ninimum disability pension is $80 per month. 

American Telephone & Telegraph—The A. T. & T. plan provides 
fora minimum pension for full-time employees with 20 years’ service 
of $75 to age 65 and $100 after age 65, including social-security bene- 
its. There are smaller discretionary amounts for part-time employees 
or employees with less than 20 years of service. No maximum pro- 
vi -_ are included in the plan. 

nited States Steel—The U. S. Steel Corp. plan, a minimum 
pension, including public pension, of $100 a month for normal retire- 
ment with 25 years or more of service is provided. For employees with 
|i to 25 years of service, the minimum pension, including public pen- 
sion, is in the proportion which their years of service “bears to 25, 
being $60 in the case of an employee with 15 years of service. A mini- 
mum pension of $50 per month to an employee receiving a disability 
pension is provided until the attainment of age 65 when the minimum 
fora normal retirement pension would apply. 


Number of retirement annuities awarded 

In terms of the number of retirement annuities awarded in 1951, 
social security is by far the largest system with 700,000. The rail- 
road retirement system is second, with 30,400 railroad-retirement 
annuities being awarded in 1951. Third and fourth are civil service 
and the Department of Defense with retirement benefits in 1951 total- 
ing 20,900 and 15,000, respectively. Of the four private-industry 
plans, the American Telephone & Telegraph Co. awarded the most 
retirement benefits in 1951—3,500. United States Steel followed with 
800 and Genera] Electric with 1,800, The General Motors Corp. did 
iot reply to this item because its noncontributory pension provision 
had been in effect for only a short time. 

A further indication of the size of each pension plan is the number 
of beneficiaries on its rolls. Although figures were not. available for 
all plans for the same date, the data given clearly indicate the relative 
magnitude of each plan. Social security leads, of course, with 4,594,- 
00 on the rolls June 30, 1952, of which 2,372,000 were retired em- 
ployees. Railroad retirement is next with 509,300 beneficiaries, in- 
cluding 264,400 retired employees, on the rolls at the end of August 
1952. Civil service is third with 197,100 beneficiaries, including 
166,700 retired employees, on the rolls on June 30, 1951, and the 
Department. of Defense is fourth with 141,200 retired members on 
June 30, 1951. The Department of Defense does not pay survivor 
benefits. The four private organizations have the following totals 
of beneficiaries on the rolls: American Telephone & Telegraph, 27.- 
000 on December 31, 1951; General Electric, 13,300 on June 1, 1952; 

$3494—53—pt. 114 














184 RETIREMENT POLICIES AND RAILROAD RETIREMENT SYSTEM 


and United States Steel, 7,100 on September 30, 1952. General Motors 
did not report this item because its noncontributory pension provisions 
have been in effect only a short time. 


Current benefits (maximum, minimum, and average) 


The maximum, minimum, and average benefits now being paid 
(exclusive of the social-security part, if any) vary widely among the 
various plans. Insofar as the maximum benefit to a retired employee 
is concerned, for the four organizations reporting this item, it ranges 
from $85 per month under social security to $7,786 monthly under 
the American Telephone & Telegraph Co. plan. The maximum bene- 
fits to retired employees under the other two plans are: railroad pe- 
tirement, $165.60 per month or $1,987.20 per year, and, the Depart- 
ment of Defense, §3,936.46 per year. The minimum monthly retire. 
ment benefits now being paid by the five organizations reporting this 
item are: railroad retirement, generally $41.40; social security, $25; 
Department of Defense, $16; American Telephone & Telegraph, 
$31.50; and United States Steel, $5. 

The average normal retirement benefit now being paid is available 
for six of the eight organizations; exceptions are General Motors and 
United States Steel. It ranges, on a monthly basis, from $69 for 
General Electric to about $200 for the Department of Defense. For 
the other organizations it is: railroad retirement, $96; civil service, 
$96; American Telephone & Telegraph, $91; and social security, $42. 

Since the maximum, minimum, and average benefits for other types 
of benefits are available for only a few of the organizations, they are 
not covered in this summary. 


T otal benefits paid 

The largest total paid in benefits in 1951 was by social security— 
$1,885 million. The Railroad Retirement Board, and the Defense 
Department each paid $331 million in benefits during that year, fol- 
lowed by civil service within $272 million. Of the four private plans, 
American Telephone & Telegraph paid the most, $31,900,000 ; General 
Electric paid $11,800,000; and United States Steel, $3,500,000. The 
amount paid in benefits by General Motors was not reported. 

Taking total benefit payments in 1951 as a percent of the total pay- 
roll, the percentage is the highest for the Railroad Retirement Board, 
5.4 percent. The lowest figure—1.33 percent—is for the General Elec- 
tric Co. For the other organizations reporting this item, the per- 
centages are: civil service, estimated at 4.42 percent ; Department of 
Defense, Army, 5 percent, Navy, 4.5 percent, Marine Corps, 2.1 per- 
cent, and Air Force, 1.2 percent; and American Telephone & Tele- 
graph, 1.69 percent. 

Three organizations reported the percentage of total benefit pay- 
ments to total payroll exclusive of individual earnings in excess of 
$3,600 per year, as follows: railroad retirement, 6.5 percent (e% 
clusive of individual earnings in excess of $300 per month): civ 
service, 4.92 percent (estimated) ; and social security, 1.6 percent. 

Age at retirement and years of service 

The average age at retirement varies considerably from plan to plan 

and, for any one plan, as between male and female employees and s 


between the different types of retirement. For normal-age retire 
ments, the highest average age has been for employees retiring under 
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the social security system—69.3 for male and 68.3 for female em- 
ployees in 1951, Employees retiring on normal-age annuities under 
the railroad retirement system were somewhat younger on the average, 
«77 years old in 1951. For all other plans reporting this item, the 
average age Was 65 years or lower. The youngest retirants were those 
onder the Department of Defense plan. 

The average number of creditable years of service was the highest 
for recent retirements under the American Telephone & Telegraph 
Co. plan. The averages were: For service pensions, male, 37 years and 
female, 33 years; and for disability pensions, male, 25 years and fe- 
male, 23 years. Several categories of employees retiring under the 
Department of Defense pon had on the average approximately 30 
years of service. For all employees who retired under civil service 
in fiseal year 1951, the average was 23.6 years of service. Under the 
railroad retirement system for calendar year 1951, the average was 
32 for all types of retirement. (However, it will be recalled that 
the maximum creditable before 1967 is 30 years.) General Electric 
enployee averages of years of service for normal and disability re- 
tirement were 25 and 28, respectively, for male employees and 19 and 
95, respectively, for female employees. These data are not available 
from Social Security, General Motors, and United States Steel. 


(oordination with social security 


Railroad retirement.—The railroad retirement system and all four 
of the private industry pension plans are coordinated in one way 
or other with the social security system. The railroad retirement 
system places a limited restriction against the simultaneous receipt 
of benefits under both the Railroad Retirement Act and the Social 
security Act. In the case of retirement benefits, this restriction 
applies only to employees who have creditable railroad service 
before 1957. The railroad retirement annuity in such cases is re- 
duced by the amount of the social security old-age benefit to which the 
employee is simultaneously entitled, but not below the annuity pay- 
able on the basis of railroad service after 1936 alone. A benefit to a 
wife (or dependent husband) of a retired railroad employee is re- 
duced by any social security old-age or parent’s benefit, but not by a 
social security wife’s benefit, to which she is entitled. Monthly sur- 
vivor benefits under the Railroad Retirement Act are reduced by the 
amount of any benefit to which the beneficiary may simultaneously be 
entitled under the Social Security Act on the basis of a wage record 
other than that of the deceased employee. 

General Motors——Under the General Motors Corp. plan, social- 
curity old-age benefits are taken into account only in determining 
uinimum benefits. When the minimum applies, the company pays 
the difference between such minimum and the social-security old-age 
benefit. 1 

General Electric—Under the General Electric Co. plan in effect 
prior to September 1, 1946, social-security old-age benefits were de- 
ducted from the pension calculated under that plan. Under the plan 
in effect since September 1, 1946, social-security benefits are considered 
only when the guaranteed minimum provisions apply. When the 
total of the social-security benefit and the General Electric benefit is 
less than the guaranteed minimum applicable to the employee’s age 
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and service at retirement, an additional payment is made by the com. 
pany to increase the total to the guaranteed minimum. 

American Telephone & Telegraph.—American Telephone & Tele. 
graph pensions are adjusted by deducting one-half the social-security 
old-age benefit. When the minimum retirement- income provision 
applies, the company pays the difference, between the minimum 
retirement-income guaranty and the social-security old-age benefit, 

United States Steel.—Under the United States Steel plan, social- 
security benefits are deducted in whole from the benefits computed in 
accordance with the 1950 noncontributory pension rules. 


Adjustments for recent social security amendments 

The Railroad Retirement Board made no adjustments for the social 
security amendments of 1950 until after the railroad retirement 
amendments of 1951. For the social security amendments of 1959 
upward adjustments were made in benefits computed under the social. 
security minimum-guarantee provision, and downward adjustments 
were made in benefits where the dual-benefit restriction applied. 

General Motors Corp. made no adjustments for the social see urity 
amendments of 1950 and 1952, in benefits being paid under its pension 
plan. 

The General Eleetric Co. made both upward and downward adjust- 
ments in the benefits being paid under its plan, under both the 1950 
and 1952 social security amendments. American Telephone & Tele- 
graph and United States Steel pension plans provided for downward 
adjustments under both sets of social security amendments because of 
the social security increase. 

Under all five plans having some type of coordination with social 
security, the social-security reduction applies even though the em- 
ployee is not actually receiving his social-security benefit because of 
the work restriction under that system. 


Other coordinations with Social Security 

Railroad retirement.—There is further coordination between rail- 
road retirement and social security in that (1) employment under 
both systems is counted in determining eligibility for, and computing 
amounts of, survivor benefits pays able under either system, (2) rail- 
road employment of workers with less than 10 years of railroad service 
is credited under the Social Security Act and the retirement benefits 
based on such employment are payable under that act, and (3) pro- 
vision is made for mutual reimbursement between the two agencies in 
order to place the Federal old-age and survivors insurance trust fund 
in the same position in which it would have been if railroad service 
after 1936 had been counted as social-security employment. 

Civil Service.—It is to be noted that civil-service retirement benefits 
are not related to social-security benefits; however, when requested, 
the Civil Service Commission informs Social Security of cases in 
which it is paying benefits on military service rendered during or after 


World War II. 


Financing 
Contributions.—Of the four Government plans, that of the Depart- 
ment of Defense is the only noncontributory plan. The railroad 
retirement plan provides for both employer and employee contribu- 
tions of 614 percent each of the first $300 of the employee’s monthly 
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wage. The contributions under social security are at the present 
time 144 percent each by employer and employee, and 214 percent by 
self-employed persons, with a taxable earnings maximum of $3,600 
a year. The social-security contributions are scheduled to be in- 
creased periodically until they reach a maximum in 1970 of 314 percent 
each by employer and employee and 47% percent for self-employed 
individuals. ‘The employer contribution to the civil service system 
js provided through an annual appropriation by Congress and the 
employee contribution is 6 percent of the basic salary. Funds for 
benefit payments under the Department of Defense plan are provided 
wholly by congressional appropriation. 

Of the private industry plans, the contributory ones are the General 
Electric plan and the third category of the General Motors plan, that 
is, for salaried employees, part II (contributory). 

The employer contribution to the General Motors plan is: (1) For 
hourly rate employees, and (2) salaried employees, part I (noncon- 
iributory) determined on the basis of annual calculations of cost using 
the “normal cost entry age method” with the actuarial deficiency 
amortized over a 30-year period, and for (3) salaried employees, part 
[I (contributory), the cost of future service benefits, as they accrue, 
to the extent not covered by the contributions of the employees. In 
addition, the corporation is currently paying the cost of past service 
at an annual rate of one-tenth of the total estimated single-premium 
cost. Employee contributions are made only by employees coming 
under the plan for salaried employees, part II (contributory) and 
equal 5 percent of the amount of monthly base salary in excess of 
9250 for a maximum period of 30 years. There is a minimum-con- 
tributions provision for employees in the $250 to $350 monthly salary 
group which is dependent upon the attained age of the employee at 
the date he first becomes a participant. 

The General Electric Co. ada each year— 


(1) The actuarially determined cost of benefits for service on 
and after September 1, 1946, for such year, after taking into ac- 
count employee contributions and prior company contributions; 
and 

(2) Such amount applicable t«: the cost of benefits for service 
before September 1, 1946, as the board of directors may determine. 
For service before September 1, 1946, benefits are paid entirely 
from funds contributed by the company. 


For employees electing to participate in benefits for service on and 
after September 1, 1946, employee contributions are— 


(1) Two percent of that portion of their annual compensation 
subject to social-security taxes; and 

(2) Five percent of the remainder of their annual compen- 
sation. 


The American Telephone & Telegraph Co. contributes a specified 
percentage of payroll plus a fixed amount; for 1951 the contribution 
a 6.77 percent plus $7,502,000. There are no employee contribu- 
ions, 

The financial provisions for noncontributory pensions which have 
been adopted by the United States Steel Corp. provide that for any 
period beginning March 1, 1950, and ending 60 days after the end of 
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any calendar year, the corporation and each of its respective yb. 
sidiaries shall pay to a trustee its share of the total amount as deter. 
mined by an actuary, which total amount shall at least equal for such 


period the sum of the current cost for future service plus interest o, 9 p 
the past service cost for those employees covered by the noncontriby. . 
tory pension provisions. The amount for current liabilities as deter. HB ye 
mined by the actuary is expressed as a percentage of eligible payroll, fr 
The board of directors of the corporation determines what additiona| p 
sum, if any, is to be paid to the trustee. There are no employee con- Lr 
tributions under the 1950 noncontributory pension rules. For ql! A 
pension plans, there are no other methods of financing. pi 

All plans are self-insured with the exception of the Department of HH ¢) 
Defense plan and that part of the General Motors plan which is for #0 


salaried employees, part II (contributory). The Department of De. 
fense pays all benefits out of funds appropriated by Congress. The 
General Motors plan for salaried employees, part II (contributory) 
is insured under a group annuity contract with three insurance com. 
panies. Future service benefits of the General Motors Corp. are pur- 
chased under the unit purchase method and the cost of past service 
benefits is being paid for at an annual rate of one-tenth of the total 
estimated single-premium cost. All of the self-insured plans are on 
an actuarial-reserve basis. 


Deductible payroll 

The total payroll for 1951 on which contributions (taxes) were 
paid ranged from $884 million for General Electric to $121 billion 
for social security. For the other organizations the total payroll 
was: civil service, $5.6 billion; railroad retirement, $5.1 billion; 
American Telegraph & Telephone, $1.7 billion; and United States 
Steel, about 85 percent of the total payroll of $1.2 billion. The De- 
partment of Defense and General Motors Corp. did not report this 
item. 

As was true for total payroll, total contributions (taxes) were the 
highest under the social security system and lowest under General 
Electric, $3,363 million and $65 million, respectively. For the other 
organizations, total contributions were: railroad retirement, $70! 
million ; civil service, $682 million; American Telephone & Telegraph, 
$126 million; United States Steel, $93 million; and General Motors. 
$77 million. The railroad retirement figure of $709 million repre- 
sents 14 months’ taxes instead of the usual 12. That is because, in 
July 1951, the Bureau of Internal Revenue changed the method of 
collecting taxes from a quarterly to a monthly basis and shortened 
the time within which the payments must be made. If the new method 
had been in effect the entire year, railroad retirement collections would 
have amounted to $613 million. This item was not reported by the 
Department of Defense. Where made, employee contributions to 
taled as follows: social security, $1,682 million; civil service, $3 
million; railroad retirement, $354 million; General Electric, $16 
million; and General Motors, $6.4 million. Railroad retirement en- 

loyee contributions would have been $307 million if the new method 
had been in effect the entire year. 


Administration 


The administration of the eight pension plans is maintained within 
the respective organizations and is similar in many respects Wit 
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sub. some important differences, however, in the way the top administra- 
leter- tive machinery is set up. The administration of the railroad-retire- 
such ment plan is headed by a three-member Board appointed by the 
st on President of the United States; one member, the Chairman, is ap- 
ribu- pointed to represent the public interest; another is appointed from 
leter- recommendations of the railway labor organizations; and a third 
yroll, from recommendations of railroad management. The social-security 
‘ional plan is jointly administered by the Bureau of Old-Age and Survivors 
» COn- Insurance of the Social Security Administration, Federal Security 
r all Agency, and the Bureau of Internal Revenue of the Treasury De- 
partment. The administration of the Civil Service System is under 
nt of three Civil Service Commissioners appointed by the President of the 
is for United States. The several systems of the Department of Defense 
f De- HE are administered by the Secretaries of the respective departments. 
The The General Motors pension plan for hourly rate employees pro- 
tory) vides for a board of administration composed of six members, fiat 
-com- {i appointed by the corporation and three by the union and, if necessary, 
2 pur: an impartial chairman. The General Motors plan for salaried em- 
ervice JN ployees is administered solely by the corporation. The General Elec- 
total tric plan is administered by a — board consisting of a chairman 
re on MB and four or more other members appointed annually by the board 
of direetors to hold office at the pleasure of the latter. Under the 
American Telephone & Telegraph plan, the board of directors of each 
company appoints a committee of five to administer the plan for that 
Were ME company. The United States Steel plan is administered by the United 
illion HMM Sates Steel and Carnegie Pension Fund, a nonstock, nonprofit Penn- 
= Se glvania corporation. . 
States Administrative costs 
e De- The cost of administration is not available for the four private 
rt this $M industry plans and the Department of Defense. The total cost of 
alministering the largest Government plan—social security—in fiscal 
re the HMM year 1952, including the administrative cost in the Treasury Depart- 
eneral fi ment for the collection of social-security taxes, was about $85 million. 
other # Of this total, about $61 million was incurred within the Federal 
_ $709 Security Agency. For railroad retirement, the cost of administration 
zraph, fw i fiscal year 1952 was $6,331,000. Expenditures by the Civil Service 
fotors. fm Commission in the fiscal year 1951 for personal services allocated to 
repre- Jaw “dministration was $1,334,000, exclusive of unallocated costs such as 
use, in supplies, printing, and so forth. The total administrative cost of the 
10d of social-security system, including administrative cost in the Treasury 
rtened fm Department for the collection of taxes was 2.4 percent of contribu- 
rethod tions in 1951-52; administrative cost within the Federal Security 
would MM Agency was approximately 1.7 percent of contributions. The railroad 
by the i tetirement administrative cost was 1 percent of total taxes collected 
ns to- MB 2 1951-52. Civil service quoted 0.434 percent of the total employer 
, $375 HM contributions as the administrative cost for fiscal year 1951, and sup- 
c, $16 MM plied data indicating that the cost was approximately 0.2 percent of 
nt em- fm (tal employer and employee contributions. However, the adminis- 
nethod fm "ative costs were admittedly understated because of exclusions. The 
relationship between the administrative cost and benefits paid is like- 
wise available only for these three Government plans. Por 1951-52, 
within the social security total administrative cost, including the Treasury 


with Department cost of collection of social-security taxes, was about 4.29 
s 








ee 
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percent of benefit payments; the administrative cost of the Federy| II 
Security Agency was about 3.08 percent of benefit payments. Admiy {i 
istrative cost was 114 percent of benefits paid under railroad retire. eet 
ment in 1951-52 and 0.491 percent under civil service in 1950-51, off 


In general, the plans under which disability benefits are paid pro. I ii 
vide for disability determinations and for recovery determinations ty 
be made on the basis of medical evidence. The experience of the 
various organizations has been that recovery from disability is rather 
infrequent. 

Work restrictions 

The work restrictions on retired employees vary among the eight e 
plans. The railroad retirement system places limited work restric. 
tions on retired employees. No railroad retirement annuity is payable iy 
for any month in which the employee works for (1) a railroad, or (2) - 
a “last person” employer with whom he was employed before his Hm '° 
annuity began. Also, a disability annuitant under age 65 who earns me “° 
more than $75 per month for six consecutive months is considered to ~ 
have recovered from his disability on the last day of the 6-month period 9 ©" 
and his annuity is stopped. Social security withholds benefits for Hj” 


any month in which the wage earner under age 75 earns more than $75 = 
in covered employment. In the case of self-employed individuals, if Jy ™ 
the net self-employment earnings average more than $75 a month, pay- yy 
ments are not made for one or more months in that year. The number le 
of months in which benefits are not paid in the case of self-employed mn 
individuals under social security depends on the amount of earnings | 
in the year and on the number of months in which substantial services i *\' 
were rendered. The civil service system places a limited restriction of 
on retired employees working in Government service. There is no My" 
restriction on employment outside the Federal Government. The re- # *" 
tirement laws of the Department of Defense do not impose any work #" 
restrictions. However, officers of the United States who are receiving _ 


pay, including retirement pay, in the amount of $2,500 per year are Hi”: 
prevented from accepting any other office to which compensation is 
attached. Also, the Department of Defense prohibits receipt of retire- 
ment pay based on service as a ceaniveabaliol officer concurrently with 
the pay from a Federal civilian position when the combined amounts 3 (/ 
exceed $3,000 annually. This latter restriction, however, is not ap- 
plicable in case of retirement from disability incurred in combat or wh 
resulting from an explosion of an instrumentality of war in line of ch 


duty. in 

Under the General Motors pension plan for hourly rate employees, #% in; 
gainful employment, except for purposes of rehabilitation, will dis Bi 
qualify a disability pensioner from further pension benefits regardless 3 $y 
of whether the individual works for General Motors or any other em- $1. 


ployer. Other pensioners under this plan may work for any other Hi ay 
employer; however, in the event the pensioner is rehired by General 1 
Motors, his pension ceases as of the date of rehire. Under Gener: 3 wa 
Motors plan for salaried employees—part I (noncontributory), £20 3 ser 
ful employment, except for purposes of rehabilitation, will disqualify 3 we 
disability pensioners from future pension benefits regardless of HM $5 
whether the individual works for General Motors or any other em i fo 
ployer. There is no work restriction under this plan on other classes Hi 1) 
of pensioners. The General Motors plan for salaried employees—p2"t i ab 
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dera] II (contributory) does not contain any work restrictions. Under the 
min American Telephone & Telegraph plan regular employment with the 
‘tire. company suspends the employee's right to a pension. Also, benefits of 

officers may be reduced because of regular employment for compensa- 
pro- tion. The General Electric and United States Steel plans have no 
ns to work restrictions on retired employees. 


f the Compensation structure 


met The data on compensation structure are not available for most of the 
organizations and, therefore, are not discussed in this summary. 
Population structure 
eight The distributions of employees by age for the various organizations 
whe indicates that there is probably a much larger proportion of older 
r (9) employees in the railroad industry than in any of the other organiza- 
e his fa uous. About 12 percent of the railroad workers with service in 1950 
one were age 60 or over. The corresponding figure for employees under 
ed to (ag social security in 1949 was 4 percent. The latest data for civil 
. ervice show that in 1947 about 6.3 percent of the employees were 
eriod () years of age or older. In 1951, 4 percent of the General Motors 
s for phan. Se ee Cua - = 
n $75 auployees were age 60 or over. Comparable data are not available for 


Is. if Mag the other organizations. However, in 1951, 16.5 percent of the men 
“ aid 7.5 percent of the women working for the American Telephone & 


oe Telegraph Co, were age 50 and over, and 5 percent of the United States 
loved Steel employees were age 62 and over. , 

ie Excluding the Department of Defense for which data were not 
glee available, the railroad retirement system also has a larger proportion 
ction male employees—95 percent of the railroad employees in 1950 were 
a ies men. The proportion of male employees in the other organizations 
he re A 8S: social security (1949) 68 percent; civil service (1947) 75 per- 
work Mag cuts General Motors (1951) 84 percent ; General Electric, 71 percent ; 
ving gg American Telephone & Telegraph (1951) 34 percent; and United 
rare I States Steel, 94 percent. ’ 
seas te The other items on population structure are not discussed in this 
at summary because data are available for only a few of the organi- 
> with zations. 

ounts HR Changes since 1940 

ot ap- There have been far-reaching changes in the various pension plans 


bat ot HM which have been in existence since 1940. One of the most notable 
ine of changes was the marked rise in the total payroll. The total payroll 
inmillions for the years 1941 and 1951 for the organizations report- 
overs, ing this item was: railroad retirement, $2,697 and $6,101; social 
lI dis HM security (taxable payroll), $41,848 and $110,000; General Electric, 
rdless £79 and $884; and, American Telephone & Telegraph, $571 and 
r ell: Ha $1,883. The sizable increases in total payroll are reflected in the 
other HMM average wage. Average monthly railroad earnings increased from 


eneral $170 in 1941 to $344 in 1951. Average annual taxable social security 
enert] HM wages: from $1,021 in 1941 to $2,015 in 1951. Average annual civil 
gain- ervice salaries from $2,680 in 1946 to $3,481 in 1951. Average 
uality weekly wages of American Telephone & Telegraph employees from 
ass ) 


$2.85 in 1941 to $87.33 in 1951 for men and from $23.92 to $50.01 


+ 


vr emt Hi for women, Total and average taxable social security wages for 


oxen Wl exclude self-employment income. Similar data are not avail- 
—par ble for the other organizations. 
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From 1941 to 1951 the railroad retirement employee tax rate wey 
up from 3 to 6 percent, social security from 1 to 1% percent, ang 
civil service, 314 to 6 percent. There is no tax on the salaries of 
Department of Defense members. Payments of employees to th 
General Electric pension fund rose from $2.9 million in 1946 to gig 
million in 1951. The American Telephone & Telegraph Co. seryig 
pension accrual rate rose from 5.83 in 1941 to 7.20 in 1951, 

Average monthly retirement benefits paid in 1941 and 1951 fo 
the organizations reporting this item were: railroad retirement, 
$65.82 and $93.67; social security, $22.70 and $42.14; civil service. 
$80 and $96; and, American Telephone & Telegraph Co., $74 and 
$91 for service pensions, and $34 and $68 for disability pensions, 
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eT Vice APPENDIX TO CHAPTER 3 

lf TyguLATION OF RepLres TO JoiInT COMMITTEE QUESTIONNAIRE ON REITREMENT, 

Or ; DISABILITY, AND Survivor BENEFIT PLANS 
ment, 
arvica The replies he the questionnaire submitted by the joint committee on 8 retire- 





ay ment plans—4 public and 4 private—appear in this appendix grouped, for com- 

and pensive purposes, under each of the headings contained in the questionnaire. 
8, rhe questionnaire appears below and, to aid the reader, the page on which the 
ies appear has been indicated. 


r \ guide to the exhibits referred to in this appendix appears on page 274. Page 
}, General il a 6 cs ccnp tesnmadeniainrs : . 193 
a. What is the name of your pension plan?______________- - 193 
b, When was your plan first established?__________- Bie as ea 193 
c. How and when was the plan amended?___ 194 
d. Does your organization have any other pension plans? If yes, 
give full particulars _. ; : 196 
e. Does your pension plan contain a termination clause? If yes, 
what are the provisions?___.________________ ; 196 
® Coverage, CReNNRN G WINNS hd ciencmpctan a haesmemedan «mina 198 
a. Employees ‘covered_. ____ POT ae Teta 198 
(1) How many employee ees are. cov vered?_ cae Ziti : 198 
(2) What percent of all employees are covered? _ ~~ s 199 
(3) What percent of all eligible employees are covered? _ __ 199 
(4) What are the age, service, and other requirements for 
i sil a ae ans 5 199 
I, EMER a eS ois rk ca igs ess earner orn 200 
(1) What classes of employees are eligible to participate in 
I 5. os a5. ce nA nies 200 
(2) What other limitations sor conditions are attached to 
the receipt of benefits?___.___________- 201 
(3) Are withdrawing employees eligible for potential bene- 
fits? Ifso, what are the conditions for eligibility?__ 201 
(4) Is participation automatic or voluntary?_________-_- 202 
3. Benefits and beneficiaries _—.—..__. ~~~ 202 
a. What types of retirement, disability, and death benefits are » pro- 
Vig ie es oa Pa clas. clin acpi etlheccrpicenienasied er 202 
b. What are the exact eligibility requirements for each type? : 203 
(1) Normal age retirement (compulsory and voluntary)... 203 
(2) Prenormal age retirement.__..._._......_-_----- ae 
(3) Dimeeeey, wosromnent... ne a 208 
(4) Monthly benefits to survivors _--____._---_-- eck 210 
(5). Lunp-eum death benefits. ...........-.........<.-. 212 
OED I a sth cs ne depois vital -. 214 
7) OE Re SER ears eee ae 215 
c. What formula is used in computing each type of benefit?______ 217 
(1) To what earnings is the benefit related?__________ 217 
(2) What distinction, if any, is made in determining the 
benefit base for prior and subsequent service? __- 219 
(3) What distinction, if any, is made between the prior 
and subsequent service-benefit formulas? ____ -- naga ae 
(4) How is the total benefit calculated?________-- 220 
(5) What are the maximum and minimum provisions if 
hE Rik a si a oncare imate ea 230 
d. How many employees were awarded benefits last year (by ty pe 
Or 232 
e. How many beneficiaries are now (specify date) on the rolls 
(Olt See Oe OND Fs. oc concn sna cdhepecnnne sae 233 
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3. Benefits and beneficiaries—Continued Ps 
f. For each type of benefit exclusive of the social-security : 
if any, what is: 
(1) The maximum now being paid? 
(2) The minimum now being paid? 
(3) The average now being paid?_ 
g. What was the total paid in benefits last year (1951)?. 
(1) In dollars? 
(2) As a percent of total payroll?..._________ 
(3) As a percent of total payroll exclusive of individual 
earnings in excess of $3,600 per year?_____ 0° 
h. What was the average age at retirement in recent years? Give 
year of retirement and type of benefit... _--___ 9 
i. What was the average number of years of service for recent re- 
tirements? Give year of retirement and type of benefits ) 
4. Coordination with social security _ - wn so eh ARB a 4 
a. Are benefits under you plan in addition to social-security 


part 


benefits? sata aca paie dik clade ‘ 40) 
b. Are social-security benefits deducted from benefits of your 
plan? oh 40) 


c. If in addition, what is the ave rage ‘combined benefit? 
d. If deducted: 
(1) Are they deducted in whole or in part; if in part, what 
part? D4 
(2) How mueh is the ave rage benefit before deduction for 
social security? After deduction? 
(3) How are prenormal retirement benefits coordinated wit! 
social security? __.._.--.--- a : 4? 
1) What adjustments, if any, have been made for the 
social-security amendments of 1950 and of 1952? 1? 
(5) Does the social-security benefit reduction apply only 
when such a benefit is actually paid or does it also 
apply when the benefit is not paid because of the 
social security work restriction? 44 
e. Do you have any other coordination with social security, rail- 
road retirement, ete.? 
5. Financing_---_ eee 245 
a. Is your plan contributory or r noncontributory? 45 
b. How is the employer contribution (taxes) determined—as a 
pere>nt of wage, a percent of payroll, a fixed amount, or o1 
some other basis—give rates and amounts? 245 
ce. How is the employee contribution determined—as a percent of 
wages, as flat or vary ing amounts, or on some other basis 
give rates and amounts?____ Se 2 ee = : 246 
d. Other methods of financing. all or part of cost —explain and give 
data___- Be aphpats He eye tbl AG A a4i 
e. If service prior to adoption of plan is considered in determining 
benefits, how is the cost of benefits based on such service 
NE 0 8 eee ee : 24/ 
f. Is the plan insured with a commercial carrier or is it self-insured? 
If insured, give ful! particulars, regarding the type of contract 
(group annuity, deposit administration, etc.) and method of 
PI ne oo oe a he alert ee at 
g. If your plan is self-insured, is it on an actuarial-reserve basis? 24i 
(1) If yes, is it full funded and what type of financing is _ 
employed? . __. ; “ 
(2) If no, what proportion of the accrued liability was 
unfunded at the end of 1951 and how was that lia- 
bility to be handled in the future? Me a 
(3) If the accrued liability is being amortized over a period 
of years, how is this being done? 249 
h. What were the normal and total costs for your plan as de rived in 
in the latest valuation (give date of that valuation) “ 
i. What was the total payroll for 1951 on which contributior 
(taxes) were paid?__ na 
j. What was the total contribution (taxes) in 1951?__- - 
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TEM 
e Financing Continued Page 
Page “What was the amount of employee contributions (taxes) in 1951?_ 250 
é |. What is the total amount in the reserve account? 251 
m. What was the unfunded accrued liability as of the end of 1951? 251 
n, How are your reserve funds invested—in what types of securi- 
ties—at what average interest rate? 251 
234 Adn il istration 252 
2: a. How is the plan administe red? : 252 
2 b. Who pays for administration and what is the cost? 254 
2 (1) Amount ; saga 254 
il (2) As a percent of contributions (taxes) _ __ : 254 
277 3) As a percent of benefits paid ; ; . 255 
ve c. How are disability determinations made?. 255 
238 d. When is a disability beneficiary considered recovered from a 
e- disability? Z ; 256 
2 e. What has been your experience regarding recovery from dis- 
240 ability? ws 257 
ty f. Does your plan provide for any work restrictions on retired em- 
240) ployees? Give full particulars __ : : ; : 257 
ur ¢ Compensation structure 4 <A aes 258 
240 a. Of the total wage cost ‘of the company (direct and indirect), 
24 what is the proportion of each of the following: 
(1) Wages 7 : ' , 258 
at (2) Benefits under the pension plan 259 
24 (3) Other insurance benefits (health, accident, workmen’s 
compensation, group life, etc.) ; 259 
2 (4) Other (vacation pay, paid penny, etc.) 259 
u Population structures ; 260 
242 a. What is the distribution of e mploye es by: 
he (1) Age?_...-- : 260 
242 (2) Sex? 3 ‘ aes 261 
ly (3) Years of service? __- : : 262 
80 (4) Year entered service? _- 263 
he (5) Total years of service whether creditable or not? 263 
244 6) Year left service (for former employees with pension 
rights) ?___- =e 2 : 263 
24 (7) Average monthly earnings? 264 
249 (8) For retired employees—age at retirement (age and dis- 
24) ability separately) ?- 264 
a b. Turnover: 
O1 (1) For the year 1951 how many employees ceased employ- 
. ats ment with the company—discharged, quit, retired, 
ot other reason? Give their age and service distribu- 
tion ‘ 266 
#10 (2) How many employees s were hired? Of these, how many 
ve 4 had been employees in previous years? Give their 
ai age distribution 266 
ng Changes by years since 1940: 
—_— a. Total payroll? é 267 
a b. Average weekly or monthly wage? 268 
a ¢. Contribution (t»x) rate or amount? 269 
ct d. Amount of wage on which contribution (tax) is based? 270 
oe oe e. Cost of living? 270 
ont f. Benefit structure or rates? 270 
a g. Average benefits paid, by type? 272 
—? h. Maximum and minimum benefits paid, by type? 272 
as 
1a- 
48 
od 














REPLIES TO Joint COMMITTEE QUESTIONNAIRE ON RETIREMENT, DISABILITY, AND 
SURVIVOR BENEFIT PLANS 


1. GENERAL INFORMATION 


What is the exact name of your pension plan? 


Railroad Retirement Board: Railroad Retirement Act. 

Social Security Administration: Old-age and survivors’ insurance. 

Civil Service Commission: United States Civil Service Retirement System. 
Department of Defense: No specific name assigned. Usually referred to as 
the Uniformed Services Retirement System which includes eight departments. 
See b below.) 

General Motors Corp: 


(1) General Motors hourly-rate employees pension plan (pension plan 
for hourly-rate employees). 

(2) General Motors retirement program for salaried employees, part I 
noncontributory ). 

(3) General Motors retirement program for salaried employees, part Il 
(coutributory ). 


General Electric Co.: General Electric pension plan. 
American Telephone & Telegraph Co.: Plan for employees’ pensions, disability 
benefits and death benefits. 


(Nore.—The American Telephone & Telegraph Co. and each of its principal 
telephone subsidiaries has a separate plan for employees’ pensions, disability 
benefits and death benefits and a separate pension trust fund. The responses 
to this questionnaire are based on combined information for all such 
companies, ) 


United States Steel Corp.: United States Steel Corp. plan for employee pension 
benefits (revision of 1950). This plan relates to both noncontributory and con- 
tributory provisions. Under the plan, various rules were adopted, the most 
important of which are the “United States Steel 1950 noncontributory pension 
rules” which cover about 85 percent of the employees of United States Stee! 
Corp. and its subsidiaries. It is assumed that answers to the questions as related 
to the 1950 noncontributory pension rules will serve the purposes of the commit- 
tee. The other noncontributory provisions in general apply to retirements prior 
to March 1, 1948, and to employee groups represented by collective bargaining 
agencies which have not entered into an agreement bringing such employees 
under the coverage of the new provisions. The contributory pension provisions 
provide retirement benefits for eligible salaried employees who elect to partici- 
pate with respect to their annual compensation in excess of the maximum 
amounts formerly covered by the Federal Social Security Act ($3,000) and the 
Federal Carriers Taxing Act ($3,600), such excess compensation being the 
eligible compensation of those employees for the purpose of the contributory 
pension plan. These contributory pension provisions cover approximately 7.5 
percent of the employees of United States Steel Corp. and its subsidiaries, all of 
whom are salaried and exempt from overtime. In view of this fact, it is felt that 
itis hot necessary to include a detailed description of that portion of the plan. 


b. When was your plan first established? 


, Ballroad Retirement Board: Original Railroad Retirement Act approved 
August 29, 1935, 

Social Security Administration : Established by legislation which was enacted 
ob August 14, 1935, and became effective on January 1, 1937. 
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Civil Service Commission: Original civil-service retirement law approved May 
22, 1920; effective date for contributions, August 1, 1920, for benefits, August on 
1920. 2 

Department of Defense: 


(1) Army and Air Force, August 3, 1861. 

(2) Army and Air Force Nurse Corps, May 13, 1926. 

(3) Navy and Marine Corps, January 16, 1857. 

(4) Navy Nurse Corps, May 13, 1926. 

(5) Coast Guard, April 12, 1902; January 28, 1915; 1861. 
(6) Coast and Geodetic Survey, May 18, 1920; April 9, 1930 
(7) Publie Health Service, July 1, 1944. 

(8) Reserve components, June 29, 1948. 


General Motors Corp. : 


(1) October 1, 1950, pension plan for hourly rate employees. 
(2) October 1, 1950, salaried employees, part I (noncontributory ), 
(3) July 1, 1940, salaried employees, part II (contributory). 


General Electric Co.: 1912. 

American Telephone & Telegraph Co.: January 1, 1913. 

United States Steel Corp.: The new noncontributory pension provisions which 
became effective March 1, 1950, revised previous noncontributory pension pro- 
visions originally established in 1911. 


c. When and how was the plan amended? 


Railroad Retirement Board: New act passed on June 24, 1937, 
Most important amendments: 

July 31, 1946: Provided a new set of benefits for survivors of railroad 
workers in the form of monthly annuities and lump-sum payments; and 
liberalized and extended coverage for old-age and disability benefits, 

June 23, 1948: Increased retirement benefits and restored the lump-sum 
death benefit of the 1937 act, with modifications. 

October 30, 1951: Increased retirement benefits ; provided benefits to wives, 
dependent husbands, and widowers; provided for transfer to social-security 
system of cases representing employees having less than 10 years of service 
eliminated age-65 limitation on crediting service for retirement; added a 
new minimum provision; and placed a limited restriction on the receipt of 
retirement benefits under both the railroad and social-security systems. 


Social Security Administration: The old-age and survivors insurance program 
has been amended in a great many ways since it was established. We do not 
believe that it would be desirable to enumerate all of the minor changes here 
‘Lhe important amendments are as follows: 


(1) In 1939 Congress broadened the protection of the old-age insurance 
system, adding many social-insurance features to the program. Supple 
mentary benefits were provided for the eligible wife and children of workers 
who become entitled to retirement benefits, and for the surviving widow and 
children, or for the surviving dependent parents, of insured workers who 
die. The beginning date for the payment of monthly benefits, previously set 
for January 1942, was advanced to January 1940. Benefits payable in the 
early years were increased, while benefits were reduced for unmarried 
workers with high earnings who would retire after many years of coverage 
This was accomplished by basing the benefits on average wages rather tha 
on total covered wages. (See sec. 3 (c) for an explanation of the beneilt 
formula.) 

(2) In 1946 provision was made for benefits for the survivors of World 
War II veterans who die within 3 years of discharge from the Armed Forces, 
provided the serviceman did not die in service and the survivors are not 
entitled to pension or compensation under veterans’ laws. 

(3) The 1946 amendments to the Railroad Retirement Act added surviv 
benefits to the railroad retirement program and coordinated these benefits 
with those of old-age and survivors insurance. Since January 1947 eligibility 
for survivor benefits and the amounts of such benefits have been based up0! 
combined earnings under the two programs. Survivor benefits are payable 
under one program or the other, ordinarily depending on which program 
covered the worker’s last employment. 
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(4) In 1950 coverage was extended to almost 10 million persons. The 
newly covered groups included self-employed individuals (except farmers 
and specified professional groups), regularly employed agricultural! workers, 
and domestics regularly employed in private homes. Also made eligible for 
coverage, subject to specified arrangements, were most employees of non- 
profit organizations and certain State and local governmental employees. 
Certain Federal Government employees not covered under a Federal retire- 
ment system were brought under the old-age and survivors insurance system. 
In addition, the coverage of the system was broadened to include certain 
salesmen and home workers who formerly were not considered employees 
and therefore were without old-age and survivors insurance protection. The 
1950 amendments also made it possible for many persons not previously eli- 
gible to qualify for benefits immediately. This was accomplished by liberaliz- 
ing the length-of-service requirements which the worker must meet in order 
for benefits to be payable to him or his dependents. 

Benefit amounts were also substantially increased for persons already on 
the rolls, and a new benefit formula was provided for those not on the rolls. 
The new formula provides benefits generally much higher than those paid 
before 1950, partly, because a new starting date (January 1, 1951) can be 
ised for computing the average monthly wage. (See sec. 3 c for an ex- 
planation of the new formula.) 


The 1950 amendments also provided increased protection for World War II 

veterans, Wage credits for creditable World War II military service were 
granted regardless of whether death occurred in the service or survivors 
‘eive pension or compensation from the Veterans’ Administration. 
New groups of survivor and auxiliary beneficiaries were afforded protec- 
tion in 1950. These are young wives of workers entitled to retirement 
benefits (and former wives divorced of deceased insured workers) caring 
for a child of the worker, and dependent husbands and dependent widowers. 
(See sec. 3 (b) (4) and (7) for specific requirements. ) 

In 1950 the amount which beneficiaries could earn in covered employment 
and still receive benefits was increased from $14.99 to $50 monthly. Another 
change permitted beneficiaries aged 75 and over to have unlimited earnings 
in covered employment and still receive benefits. 

(5) In 1951 Congress amended the Railroad Retirement Act to transfer 
all under 10-year railroad workers to old-age and survivors insurance, and 
to otherwise modify the coordination between the two programs. 

(6) In 1952 Congress amen‘ed the Social Security Act to increase monthly 
benefits. For most beneficiaries on the roll this increase is largely effected 
by means of a conversion table which increased benefits for a retired worker 
by either $5 or 12% percent, whichever is larger, with corresponding increases 
generally for other beneficiaries; for most beneficiaries becoming eligible 
later a new formula yielding higher benefits was provided. The 1952 amend- 
ments also increased to $75 a month the amount beneficiaries can earn in 
covered employment or self-employment and still receive their benefits. In 
addition, the ending date of the period for which wage credits for military 
service are given under old-age and survivors insurance was extended from 
July 25, 1947, to January 1, 1954. 


Civil Service Commission: Most important amendments: 





July 3, 1926: Changed employee contribution rate; changed method of 
computing annuities ; liberalized potential benefits to withdrawing employees. 

May 29, 1930: Amended practically every provision of original law. 

January 24, 1942: Extended retirement coverage; increased rate of retire- 
ment contributions ; provided uniform retirement ages ; added new method of 
computing annuity; liberalized potential benefits to withdrawing employees. 

February 28, 1948: Changed method of computing annuity ; eliminated any 
maximum on amount of service creditable toward retirement: increased 
benefits to persons already retired; provided automatic survivor benefits to 
widows and children; increased contribution rate. 

See exhibit A, amendments to the Civil Service Retirement Act. 


Department of Defense: The plan is amended by legislative action, and numer- 
ous changes have occurred. The most recent substantial change was effected 
October 1, 1949, by the enactment of the Career Compensation Act, which ehanged 
the disability retirement provisions. Other recent changes were made by Public 


W S10, Eightieth Congress, and Public Law 570, Righty-first Congress. 
33494—53 —pt. 1——-15 
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General Motors Corp. : 


(1) Pension plan for hourly rate employees: No amendments. 

(2) Salaried employees, part I (noncontributory) : No amendments, 

(3) Salaried employees, part II (contributory): Plan has been amendeq 
from time to time since its adoption. The principal amendment, effectiye 
July 1, 1944, lowered the earliest age of initial participation from 40 to 30 
and also provided past-service benefits based on service from age 4) to 
July 1, 1940. 


General Blectric Co.: See exhibit B, General Electric pension plan, amen. 
ments, 1912-50. 

American Telephone & Telegraph Co.: See exhibit C, American Telephone & 
Telegraph Co. pension plan, memorandum outlining the more important revisions 
in the text of the employees’ benefit plan since its adoption effective January 1 
1913. 

United States Steel Corp.: The plah was last substantially amended effective 
March 1, 1950— 

From the inception of the pension plan in 1911, noncontributory pen. 
sions were provided, based upon 1 percent of average earnings during the 
last 10 years of service, multiplied by the number of years of service. In 
1931 a provision limiting pensions to a maximum of $100 and a minimum of 
$12 per month was eliminated. In 1933, due to the fact that the operations 
of United States Steel were then on an unprofitable basis and that all 
pensatory service allowances to the employees had been materially reduced, 
pensions were reduced according to a sliding scale, the maximum reduction 
being 25 percent, such reduced pensions to continue until otherwise changed. 
In 1934 a further change provided for the deduction of public pensions such 
as those payable under the Federal Social Security Act and Federal Railroad 
Retirement Act (herein referred to as public pensions). A major change in 
pension benefits occurred in 1940 when the noncontributory pension benefits 
for retirements after 1939 were further substantially reduced. 

Effective March 1, 1950, a revised plan for noncontributory benefits was 
adopted which, in the main, has the effect of (1) providing noncontributory 
pensions at the level which would have prevailed except for the changes 
made effective in 1933 and 1940, continuing the deduction, however, of public 
pensions as provided by the change made in 1934, and (2) adding the features 
of minimum pensions and extending pension benefits to employees retiring 
with less than 25, but with at least 15, years of continuous service 

From time to time, other amendments not substantially changing the char- 
acter of the plan have been made. 






d. Does your organization have any other pension plans? If yes, give full 
particulars 

Railroad Retirement Board: Not applicable. 

Social Security Administration: Not applicable. 

Civil Service Commission : Not applicable. 

Department of Defense: The military departments do not have any other 
pension plans. Certain benefits are provided former military personnel by the 
Veterans’ Administration, however. 

General Motors Corp.: There are separate plans for employees working outside 
the United States in the employ of foreign subsidiaries. 

General Electric Co.: Yes. Additional pension plan was established in 1928 
as a supplementary contributory plan and consisted of employee contributions 
and income on invested funds. No new participants accepted after 135, and 
contributions discontinued September 1, 1946. Assets gradually being distributed 
to participants at retirement, or, in some cases, earlier at discretion of company. 
On December 31, 1951, assets were $14,121,000 and participants numbered 15,764. 
Since this plan is gradually reducing, having been supplanted by the General 
Electric pension plan, none of the further comments will be concerned with the 
additional pension plan. F 

American Telephone & Telegraph Co.: Not applicable. 

United States Steel Corp.: No; see a above. 


e. Does your pension plan contain a termination clause? If yes, what are the 
provisions? 
Railroad Retirement Board: Not applicable. 
Social Security Administration: Not applicable. 
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Civil Service Commission: Not applicable. 
Department of Defense: Not applicable. 
General Motors Corp. : 





nided (1) Pension plan for hourly rate employees: The corporation reserves 
tive the right to amend, modify, suspend, or terminate plan, but no such action 
to 30 may alter plan or its operation (except as may be required by Bureau of 
40 to Internal Revenue for purposes of meeting conditions for qualification and 
tax reduction) in respect to any employees represented under a collective- 

nend. bargaining agreement in contravention of provisions of any such agreement. 
7 In event of termination no contributions already made to trustees may 
yne & be recaptured, and pensions of those already retired will not be adversely 
isiong affected (except as may be necessary to meet requirements of Bureau of 
ry 1, Internal Revenue or other governmental authority). In such event, assets 


in pension trusts will, generally speaking, be allocated to provide life pensions 
to the extent possible, for following groups of pensioners or employees in 
the order listed : 


ective 


(a) Persons who are already pensioners. 
(b) Employees who have reached normal requirement age (age 65) 
and those who have been approved for disability pensions, but whose 





um of benefits have not commenced. 

ations (c) Employees who have not retired but who are age 60 to 65 and 
| COM are eligible to retire under early retirement provisions of the plan. 
juced, (d) All other employees who have pension interest because of credited 
netion service, 

inged. (2) Salaried employees, part I (noncontributory): The corporation 
S such reserves the right to amend, modify, suspend, or terminate plan, but no 
ilroad such action will affect adversely retirement benefits of an employee already 
aoe retired (except as may be necessary to meet requirements of Bureau of 
eneiits Internal Revenue or other governmental authority). Inthe event of termina- 
sv tion, assets in pension trusts will be allocated generally in same manner 


el as under plan for hourly rate employees. 
utory (3) Salaried employees, part II (contributory) : The corporation reserves 












anges the right to amend, modify, suspend, or terminate plan, but no such action 
public will affect adversely retirement benefits of employees already retired (except 
— as may be necessary to meet requirements of Bureau of Internal Revenue 
pUring or other governmental authority). In event of termination of plan, employees 
sia not already retired are provided for as follows: 

4d 

(a) Future service benefits—no termination will affect adversely 

is terms of plan governing return of contributions nor payment at age 
ae 65 of benefits actually purchased. 

(0) Past service benefits—annual payments made by corporation to 
insurance companies on account of such benefits are applied by insurance 
companies to purchase of such benefits for eligible employees in descend- 

ing order of age. Subject to the applicable provisions of the Internal 

other Revenue Code, no termination shall adversely affect payment at age 
by the 65 of benefits actually purchased. 

putside General Electric Co.: Yes. Company may terminate plan with respect to bene- 

fits attributable to service before September 1, 1946, benefits attributable to service 

n 1928 tom that date, or both such benefits. In case of termination, balance of past 

nations ervice annuity account, or of future service annuity account, or of both accounts, 

35, and 8 the case may be, is applied equitably toward the complete or partial payment 

ributed of benefits computed to date of termination. Company may provide for payment 

mpany. of benefits by purchase of annuities from insurance company and may make 

15.764. ingle cash settlement in lieu of pension. Any balance remaining in trust after 

Jeneral ati action of all accrued obligations to date of termination is applied for bene- 

ith the Me Ot %l participating employees. 

American lelephone & Telegraph Co.: Yes. Company may change or terminate 

pan, but rights of employee to any benefit or pension to which he has previously 

‘come entitled may not be affected without his consent. Employee to whom 

; right to pension or benefit has not already accrued has no right to future pay- 

are the nents in case of termination. In case of termination, balance in pension fund 


applied toward the following: 


' Full payment of service pensions to retired employees on pension roll and 
0 employees eligible for retirement at their own request. 
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To extent permitted by balance, payment of deferred pensions starting 
at age 65 to employees who have become eligible for retirement on arin R 
pension with approval of company but not at their own request, ” S 

To extent permitted by balance, payment of deferred pensions starting 9 tod 
age 65 to employees who have not yet become eligible for retiremen; a or 
service pension but who have 10 years of service and would, if continued in ion 
active service to age 65, complete total of 20 years. one 

To extent permitted by balance, payment of service pensions in an equitable C 
manner consistent with purposes of plan. perc 


In computing deferred pensions to employees who have not yet become eligipj: 
as of termination date for retirement on service pension at their own request gov 
term of employment ends with termination date; average annual pay is averay 
for 10-year period ending with that date; provisions for minimum pensions ¢ 
not apply ; no allowance is made for payment on death ; payment is not contingey: 
upon continuation in service after termination date. Company may provide fy 
payments after termination through purchase of annuities from an insurane 
company. In lieu of deferred pensions at age 65, company may offer options of 
reduced pension starting earlier. Payments under $10 a month may be converte; 
to lump sum. 

United States Steel Corp.: The United States Steel 1950 noncontributory pen. 
sion rules are administered by the United States Steel and Carnegie Pension 
Fund, a nonstock, nonprofit corporation referred to in the rules as the “Penn. 
sylvania Corporation.” Section 6 (f) of these rules provides : 

























“The Pennsylvania Corp. may at any time, and from time to time, by 
action of its board of directors, with the sanction and approval of the board 
of directors of the corporation, modify or amend, in whole or in part, or 
terminate any or all of the provisions of the 1950 noncontributory pension 
rules. No such modification, amendment, or termination of the 1950 non- 
contributory pension rules shall provide or have the effect of providing that 
the funds held in trust by the Pennsylvania Corp. or by any other trustee 
under pension rules of the Pennsylvania Corp. or the income thereof may 
be used for or devoted to purposes other than for the exclusive benefit of 
employees, pensioners, and their beneficiaries.” 
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2. COVERAGE, ELIGIBILITY, ETC. 
a, Employees covered 


(1) How many employces are covercd? 


Reilroad Retirement Board: An average of 1,479,000 employees in covere 
employment in 1951. During 1951, a total of 2,080,000 individuals performed 


some railroad service. About 761,000 living employees had completed 1) 0 Ger 
more years of railroad service and were in service at the end of 1950. dn 
Social Security Administration: As of June 1952 there were approximately Th 
48,400,000 people in employment covered by old-age and survivors insurance fe 
Of these, some 43,700,000 were employees and 4,700,000 were self-employe 
In January 1952, there were some 89 million people who had worked in covered Rai 
employment and contributed to the program at one time or another during thagMployy 
first 15 years of its existence, and about 7 out of 10 had worked long enough t ay 
acquire insurance protection. ons 
Civil Service Commission: 1,702,000 employees in executive, legislative, 4 Soe 
judicial branches of Federal Government and in District of Columbia gover Xcept 
ment (on December 31, 1951). bld-ag 
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Department of Defense: Not available. 
General Motors Corp. : 


(1) Pension Plan for hourly rate employees, 315,000. 
(2) Salaried employees (pt. I, noncontributory; pt. II, contributory) 
96,000. 


General Electric Co.: 171,800 as of December 31, 1951. D day 
American Telephone & Telegraph Co. : 587,356 as of December 31, 1951. uarte 
United States Steel Corp.: As of March 1, 1952, approximately 250,000 em luring 
ployees of United States Steel Corp. and its subsidiaries were covered by DORR adit), 
1950 noncontributory pension rules. tid 9 
vere 
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(2) What percent of all employees are covered? 


Tae Railroad Retirement Board: 100 percent. Tae ; 
social Security Administration : Of the 53.7 million wage and salary workers 
ing at in June 1952, including 3.5 million members of the Armed Forces, 43.7 million, 
a e p 81 percent, were covered by old-age and survivors insurance. Of the 9.8 mil- 
ned in lion self-employed individuals in June 1952, 4.7 million, or about 48 percent, were 
overed by old-age and survivors insurance, ; ai . 
Litable Civil Service Commission ; Coverage in executive branch (1,680,000) was 66.7 
; sereent of paid civilian employment in that branch (2,518,000) on December 31, 
1951. Total employment figures in other branches or in District of Columbia 
ligible vernment not available. 
quest i Department of Defense : 100 percent. 
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General Motors Corp. : 


(1) Pension plan for hourly rate employees, 100 percent, 


ee (2) Salaried employees, part I (noncontributory), 100 percent. 
nrance (3) Salaried employees, part II (contributory), 100 percent. 
ons of General Electric Co.: 70.1 percent. 
verted \merican Telephone & Telegraph Co.: 100 percent. 
United States Steel Corp.: Approximately 85 percent of all employees of 
'Y pen Tuited States Steel Corp. and its subsidiaries are covered by the 1950 noncon- 


on tributory pension rules. 
“Penn- ; —- 
(8) What percent of all eligible employees are covered? 

jilroad Retirement Board: About 100 percent. Coverage automatic for all 
eligible employees. 

Social Security Administration: Except for employees of nonprofit organiza- 
tins and of State and local government employees, all eligible employees are 
rel on a compulsory basis. There are about 1,420,000 State and local gov- 
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. C0 

c aad ermment employees eligible for old-age and survivors insurance ; the estimated 
trusted uber actually covered in June 1952 was 500,000. About 80 percent of the 
of may 88,00 nonprofit employees eligible for old-age and survivors insurance coverage 
nefit ot lare covered. 


Civil Service Commission: About 100 percent. Coverage automatic for all eli- 
gible employees, except those in certain positions in legislative branch who must 
affirmatively eleet to be covered. Relatively few have not elected coverage. 

Department of Defense: 100 percent. 

General Motors Corp. : 













(1) Pension plan for hourly rate employees, 100 percent. 
covere (2) Salaried employees, part I (noncontributory), 100 percent. 
rformed| (3) Salaried employees, part II (contributory), 100 percent. 


1 10 0 General Electric Co.: 91.1 percent. 


American Telephone & Telegraph Co. : 100 percent. 


‘imatel hi S . ‘ ii 
imatey United States Steel Corp.: All employees now eligible are covered. 


surance, 
nployed (4) What are the age, service, and other requirements for coverage? 
coveret Railroad Retirement Board: Only requirement for coverage eligibility is em- 
ring the loyment with any railroad engaged in interstate commerce, including the Rail- 
rough td ty Express Agency and the Pullman Co, Also included are railroad associa- 
ous and national railway-labor organizations. 
Social Security Administration: Age is immaterial in determining coverage 
\cept in the case of newsboys who are employees. Their work is not covered by 
bld-age and survivors insurance if they are under 18 years of age. A newspaper 
‘andor who is an independent businessman is covered regardless of age. 
Except for domestic and nonbusiness (casual) employees, agricultural em- 
loyees, employees of nonprofit organizations, and the self-employed, there are 
service requirements for coverage. Domestic and nonbusiness (casual) em- 
‘oyees must work for the same employer on at least 24 days in the current or 
the preceding quarter. Agricultural employees must have worked at least 
H) days on a full-time basis in the current or the preceding quarter, and the 
larter must have been preceded by a qualifying quarter (a calendar quarter 
uring which the worker is continuously employed by the same employer). In 
dition, agricultural, nonbusiness (casual), and domestic workers must be 
= ’ least $50 cash by one employer in a calendar quarter in order to be 
red. Employment for a nonprofit organization cannot be covered if the 
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worker earns less than $50 in a calendar quarter. Self-employed people must 
have net earnings of at least $400 a year from their trade or business to be 
covered. 

Civil Service Commission: Only requirement for coverage eligibility jis , 
pointment to a nonexcluded position in Federal or District of Columbia widen, 
ment. Coverage conferred immediately upon appointment, except that temporary 
or uncertain-duration employees of Senate or House of Representatives must 
serve continuously for at least 1 year before becoming eligible. ; 


Department of Defense: None. C 
General Motors Corp. : Gov 
S 
(1) Pension plan for hourly rate employees: None. ’ 
(2) Salaried employees, part I (noncontributory) : None. D 
(3) Salaried employees, part II (contributory), employee is covered if he G 
has 1 year of continuous service, is receiving salary of $250 or more a month 
and elects, between ages of 30 and 60, to contribute under plan. 7 
General Electric Co.: 1 year of service. 
American Telephone & Telegraph Co,: None. 
United States Steel Corp.: Employees covered by the 1950 noncontributory 
pension rules are defined as follows, the term “employing company” referring to 
the corporation and subsidiaries which have adopted the plan: 
“The term ‘employee’ means any person who shall be employed by one or 
more of the employing companies (including an officer and also a director Gi 
who is active in the business in a capacity other than as director only) wit 
in regular full-time service, who receives regular compensation (other than . 


a pension, a retainer, or a fee under contract), and whose place of employ- 
ment is in the United States, and any such other person in the full-time 
service of an employing company, inside or outside the United States, as 
may be designated as an employee under the 1950 noncontributory pension 
rules by the board of directors of the corporation; provided, however, none 
of such persons otherwise qualified shall be included in the term ‘employee’ 
unless and until designated by action of the board of directors of the cor- 
poration and then only so long as designated, The term ‘employee’ shall 
also include former employees as from time to time designated by the board 
of directors of the corporation.” 

Such employees can qualify for pension by meeting the eligibility requirements, 
Employees covered by the 1950 noncontributory pension rules retiring after 
attaining age 65 and having at least 15 years of continuous service and employees 
with 15 years or more of continuous service retiring before age 65 hecause of 
permanent incapacity are eligible to receive pensions. Those employees covered 
by the 1950 noncontributory pension rules are in groups of employees designated 
by the board of directors of the corporation and include generally employees rep- 
resented by labor organizations which have entered into a pension agreement 
with one of the subsidiaries of United States Steel Corp. and employees not repre 
sented by any labor organization. 
bv. Eligibility 

(1) What classes of employees are eligible to participate in the plant 

Railroad Retirement Board: Employees of carriers by railroad and express 

and sleeping-car companies subject to part I of the Interstate Commerce Act. 


Employees of affiliated companies and joint associations directly col 


- 
nected with the railroad industry. 0 

Employees of national railway-labor organizations. 
Social Security Administration: All employees (including aliens) working e 
within the United States, except those specifically excluded, are either com d 
ei 


pulsorily covered under old-age and survivors insurance or, in the case of certain 
employees of nonprofit organizations or of State and local government wnills, 
are eligible for coverage. The main groups of employees still excluded are 
Federal employees covered by a Federal retirement system, employees of State 
and local government units covered by a public retirement system, certain el 
ployees of nonprofit organizations (see sec. 2 b (4)), and agricultural workers 
and domestic workers (in private homes) who are not regularly employed by 
one employer. Railroad employees are protected through joint coverage under 
the old-age and survivors insurance and railroad retirement systems. 
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In addition to work within the United States, the following employees 
working outside the United States are covered: (1) seamen or airmen on 
American vessels or airships, and (2) United States citizens working abroad 
for United States employers. 

Besides employees, most self-employed individuals except farm operators 
and certain specified professional groups are covered under old-age and 
survivors insurance, 


must 
tO be 


8 ap 
Vern. 
orary 
must 
Civil Service Commission: All employees of Federal and District of Columbia 
Governments who are not excluded from participating by law or Executive order. 
(See exhibit D, Civil Service Commission employees excluded from participation 
in the plan by law or Executive order.) 
Department of Defense: All. 
General Motors Corp: 
(1) Pension plan for hourly rate empleyees: Hourly rate employees in 
United States. 
(2) Salaried employees, part I (noncontributory) : Salaried employees in 
United States. 
(3) Salaried employees, part II (contributory): Salaried employees in 
United States receiving base salaries of $250 or more per month who are 
age 30 and over and have at least 1 year of continuous service. 


General Electric Co.; Employees with 1 year of service may participate on 
wiuntary basis. 


| if he 
nonth, 


Utory 


ing to 


one or 


Tector 


on'y) American Telephone & Telegraph Co.: All. 
oo United States Steel Corp.: See 2 a (4), above. 
ni » 

itis (2) What other limitations or conditions are attached to the receipt of 

tes, as benefits? 

ension Railroad Retirement Board: 10 years of railroad service required and certain 

", hone work restrictions must be met. 

ployee’ Social Security Administration: The monthly benefits of entitled persons are 

he cor. not payable for any month in which the beneficiary under age 75, or the wage 

shall HM earner under age 75 on whose wage credits benefits are based, earns more than 

: board $ from services in covered employment. When a person receiving monthly 
old-age and survivors insurance payments renders substantial services in self- 

ments. euployment covered by the law and has net self-employment earnings averag- 


g after ing more than $75 a month during a taxable year, payments are not made for one 
ye¢S Mor more months in that year. The number of months for which benefits are not 

ause of payable depends on the amount of earnings in the year and on the number of 

covered months in which substantial services were rendered. 

ignated Generally, residence outside the United States does not affect payment of 

ees rep ese benefits. However, payment to beneficiaries in certain countries is with- 

reement ld because of internal conditions in these countries. (See sec. 3 b, below 

it repre t specific requirements for the different benefits. ) 

Civil Service Commission : None. 

Department of Defense: None. 

General Motors Corp. : 


(1) Pension plan for hourly-rate employees: 10 years of credited service. 

(2) Salaried employees, part I (noneontributory) : 10 years of credited 
service. In order to receive noncontributory benefits based on salary in 
excess of $250 a month, employee must contribute under part II of retire 
ment program for salaried employees while eligible to do so. 

(3) Salaried employees, part II (contributory) : Future-service benefits: 
employees must contribute 5 percent of salary in excess of $250 a month 
during period benefits are accrued; past-service benefits: employees must 
contribute for future-service benefits while eligible to do so. 


General Electrie Co.: None. 
American Telephone & Telegraph Co.: None. 
United States Steel Corp.: See 3 b, below. 


(3) Are withdrawing employees eligible for potential benefits? If so, 
what are the conditions for eligibility? 


Railroad Retirement Board: Yes, at age 65. Employee must have completed 
years of railroad service; if employee has less than 10 years of railroad 
vice, his credits are transferred to the social security system. 

Social Security Administration: Employees who withdraw from covered 
ployment before retirement or death, and their dependents, may be eligible 
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for potential benefits. In order for benefits to be payable the employee must 
meet the insured status requirements of the program. (See sec. 3 b (1) and 
(4) for the definitions of “fully insured” and “currently insured.” ) 

Civil Service Commission: Yes, at age 62. Employee must have completed 
5 years’ civilian service and leave his contributions in retirement fund. 

Department of Defense: Yes, at age 60, after 20 years of satisfactory Feder 
service. 

General Motors Corp.: 


(1) Pension plan for hourly rate employees: Not if employee separate 
prior to age 60, except in case of total and permanent disability retiremen; 
(See item 3 b (3) below.) 

(2) Salaried employees, part I (noncontributory): Same as plan for 
hourly rate employees. 

(3) Salaried employees, part II (contributory) : All separations after age 
60 are classified as retirements under plan, and employee is entitled to 
accrued pension benefits as described in item 3, below. If employee is sep- 
arated prior to age 60 and leaves contributions in plan, he may commence 
receiving at age 65 (or between ages 60 and 65 on an actuarially reduced 
basis) annuity described below: 

(a) If he has contributed for 5 years, he may receive annuity purchased 
by his own and the company’s contributions on account of future service. 

(b) If he has attained age 55 with 10 years’ pension credits, he may receive 
annuity purchased by his own and the company’s contributions on account 
of both past and future service. 

(c) If he has neither contributed for 5 years nor attained age 55 with 10 
years’ pension credits, he may receive annuity purchased by his own 
contributions. 


General Electric Co.: Yes. Benefit to pension vests after 20 years. 

American Telephone & Telegraph Co.: Pension or benefit payable after dis- 
charge from company if right to it accrued before discharge. Death benefit pay- 
able in case of death after withdrawal if employee became disabled while 
employed and continued disabled until death to such degree as to be unable to 
engage in gainful occupation. 

United States Steel Corp.: No. 


(4) Is participation automatic or voluntary? 


Railroad Retirement Board: Automatic. 

Social Security Administration: As indicated under section 2 b (1), partici- 
pation in old-age and survivors insurance is compulsory for all eligibles except 
employees of nonprofit organizations and employees of State and local govern 
ments. Employees of nonprofit organizations may be covered if the employing 
organization agrees to pay the employer social security contribution and if at 
least two-thirds of its employees want old-age and survivors insurance coverage; 
the employees who agree to be covered, as well as all employees subsequently 
hired by the nonprofit organization, are covered. Coverage of eligible State 
and local government employees is effected by voluntary agreements between 
the individual States and the Federal Security Administrator. 

Civil Service Commission: Automatic, except that employees in certain posi- 
tions in legislative branch must make affirmative election. 

Department of Defense: Automatic. 

General Motors Corp. : 

(1) Pension plan for hourly rate employees, automatic. 
(2) Salaried employees, part I (noncontributory), automatic. 
(3) Salaried employees, part II (contributory), voluntary. 

General Electric Co.: Voluntary. 

American Telephone & Telegraph Co. : Automatic. 

United States Steel Corp.: All employees within the designated groups are 
automatically covered, subject to collective-bargaining negotiations where em 
ployees are represented by a labor organization. 


3. BENEFITS AND BENEFICIARIES 


a. What types of retirement, disability, and death benefits are provided? 
Railroad Retirement Board: Satie 
Retirement benefits: Age retirement, normal and prenormal; disability 
retirement, occupational and total; wife’s (or dependent husband's) benefit; 
pension, to former carrier pensioners. 
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Death benefits: Survivor annuity, lump sum. 

Social Security Administration : 

Retirement benefits are provided for aged insured wage earners, and sup- 
plementary benefits are provided for wives, young dependent children, and 
dependent husbands of retired workers who are entitled to retirement ben- 
efits. (See sec. 3 b for specific requirements.) No disability benefits are 
provided. : . 7 

Survivor benefits are provided for the following dependents of a deceased 
insured worker: Aged widow, or aged dependent widower ; young dependent 
children; widow or dependent divorced wife (regardless of age) if caring 
for a child of the worker; aged dependent parents. (See sec. 3 b (4) for 
specifie requirements. ) 

A jump-sum death benefit is payable to the widow or widower of a deceased 
insured worker, or to the person who paid the burial expenses. (See sec. 3 
» (5) for specifie requirements. ) 

Civil Service Commission : 

Retirement benefits: Compulsory age retirement; voluntary age retire- 
ment, normal and prenormal; disability retirement; discontinued-service 
retirement, immediate and potential. 

Death benefits: Survivor annuity, lump sum, 

Department of Defense: Retirement benefits based on age, length of service, 
and disability. 

General Motors Corp. : 

(1) Pension plan for hourly rate employees: Age retirement, life annuity ; 
total and permanent disability retirement, monthly income to age 65 while 
so disabled; life annuity thereafter. Death benefits, none. 

(2) Salaried employees—Part I (noncontributory): Same as plan for 
hourly rate employees. 

(3) Salaried employees—Part II (contributory): Age retirement, life 
annuity; total and permanent disability retirement, none (but see b (3) of 
this item). Death benefits, lump sum. Monthly benefit to survivor if 
employee elected to receive annuity on joint and survivorship basis. 

General Electric Co. : Norma! retirement, optional retirement, disability retire- 
ment, Withdrawal with vested right, past-normal retirement, death benefits, sur- 
vivorship pensions. 

American Telephone & Telegraph Co.: Service pensions, disability pensions, 
accident death benefits, sickness death benefits, death benefits on death of pen- 
sioner, lump-sum payments. 

United States Steel Corp.: Pensions for life or during continuance of perma- 
nent incapacity. 


). What are the exact eligibility requirements for each type? 


(1) Normal age retirement (compulsory and voluntary). 
(2) Prenormal age retirement. 
Railroad Retirement Board: 

(1) Age 65 and 10 years’ service. Retirement is not compulsory at any 
age. 

(2) Age 60-64 and 30 years’ service (in the case of a male employee the 
annuity is reduced by go for each full month he is under age of 65 as of the 
first of the month in which the annuity begins). 

Social Security Administration : 

(1) Monthly retirement benefits are payable to retired workers aged 65 
and over who are fully insured. To be fully insured a worker must have at 
least one quarter of coverage for each two calendar quarters after 1950 
ind before the quarter in which he reaches age 65, or one quarter of cover- 
age for each two calendar quarters after he became 21 years old. At least 
6 quarters of coverage are required in every case, but never more than 40. 
The quarters of coverage may have been earned at any time after 1936. A 
quarter of coverage is a calendar quarter in which the individual is paid 
wages of $50 or more for covered employment, or is credited with at least 
$100 of self-employment income. (See subsec. (7) for information about 
supplementary benefits to dependents of a retired worker.) 

_ (2) There is no provision for prenormal age retirement. 
Civil Service Commission : 
_(1) Compulsory: Age 70 and 15 years’ service, 5 of which are civilian. 
Normal : Age 62 and 15 years’ service, or age 60 and 30 years’ service. In 
either case, 5 years must be civilian. 





204 RETIREMENT POLICIES AND RAILROAD RETIREMENT SYSTEM 





(2) Age 55 and 30 years’ service, 5 of which are civilian. 


Department of Defense: * 


Army and Air Force, officers: 

(1) Compulsory retirement: 

(a) Age 64—mandatory for all (10 U. S. C. A. 945). 

(b) Age 62—major generals (except 10 major generals Serving in 
higher temporary grade may be retained to age 64 at discretion Of the 
President) (10 U.S. C, A. 941a (d), 944). 

(c) Age 60—AII officers below the rank of major general (except 10 
brigadier generals serving in higher temporary grade may be retaing 
to age 62 and United States Military Academy professors may be » 
tained to age 64 at the discretion of the President) (10 U. 8. ©. A. o4y 
(a), (d)). 

Nore.—The operation of all compulsory retirements may be Suspended 
by the President, in time of emergency declared by the President or by 
the Congress, or in time of war (10.0. 8S. C. A. 941a (f)). 

(2) Voluntary retirement: 

(a) after 40 years’ service—upon request (10 U.S. C. A. 942). 

(ob) After 30 years’ service—-upon request and at the President's dis. 
cretion (10 U. 8. C. A. 948). 

(c) After 20 years’ service—upon request and with World War J 
service (10 U. 8S. C. A. 971b). 

(d) After 20 years’ service, at least 10 of which shall have been active 
commissioned service—at Secretary’s discretion. Although there is pro 
vision for such retirement, it is the policy of the Army to deny it excep 
to World War I officers (10 U. S. C..A. 948a, 971b; AR 605-245, see, 
I (1)). 

(3) Involuntary retirement: 

(a) After 30 years’ service—35 years’ service or 5 years in grade o 
major general, 30 years’ service or 5 years in grade of brigadier gen 
eral or colonel, whichever is later and with permissible extensions as i 
(1) above (10 U. 8S. C. A. 941a (d)). 

(b) Less than 30 years’ service and surplus in grade. There are 
rather complicated provisions for retirement of officers who are sur 
plus in grade and/or not retired within a certain period of time. The 
service requirements vary from 20 years up depending on grade, fre 
quently together with 5 years’ service in grade (10 U.S. C. A. 941a (d)) 

Army and Air Force, enlisted men: 

(1) Compulsory retirement, no provision. 

(2) Voluntary retirement: 

(a) After 30 years’ service—upon request (10 U. S. C. A. 947), 

(b) After 20 years’ service—upon request—subject to regulation 
prescribed by the Secretary of the Army or Air Force—subject to s 
multaneous transfer to inactive status in the Enlisted Reserve Corp 
for the period necessary to complete a total of 30 years’ service (Il 
U. 8. C. A. 947, 948). 

(3) Involuntary retirement, no provision. 

Army and Air Force Nurse Corps: 

(1) Compulsory retirement: 

(a) Age 55—mandatory—at discretion of Secretary (10 U. 8. ©. 
166g). 

(b) Age 50—all officers below permanent grade of major—at dis 
cretion of Secretary (10 U.S. ©. A. 166g). 

(2) Voluntary retirement: After 20 years’ service—upon request, & 
discretion of Secretary (10 U. 8S. C. A. 166g). 

(3) Involuntary retirement: Twice failed of selection for prom 
tion, or under any other provisions applicable to Army and Air Fo 
(10 U.S. C. A. 166f, hb, 375). 

Navy and Marine Corps, officers: 

(1) Compulsory retirement: 

(a) Age 64—mandatory. However, service to age 64 is only upd 
deferment from age 62 by the President (34 U. S. C. A. 410d). 

(b) Age 62—all officers below rank of fleet admiral if not extended 
by the President to age 64 (34 U.S. C. A. 410d). 


1 Legal references ate to United States Code Annotated or to District of Columbia Coe 
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(2) Voluntary retirement: 

(a) After 40 years’ service—upon request (34 U. S. C. A. 381). 

(0) After 30 years’ service—upon request, and at Secretary’s dis- 
cretion (34 U. S. C. A. 383). 

(c) After 20 years’ service—at least 10 of which is active com- 
missioned service, upon request and at President’s discretion (34 
U. S. C. A. 410b, ¢). 

(d) Captains, commanders, and lieutenant commanders of the line— 
upon request and to provide specified vacancies (34 U.S. C. A. 387, 388). 

(e) After 3 years’ service on Isthmus of Panama—upon request, at 
Secretary’s discretion and to receive benefit of advance in rank (34 
U. S. C. A. 399a, b). 

(3) Involuntary retirement: 

(a) Rear admirals, major and brigadier generals—upon recommenda- 
tion by the Secretary and with approval of the retirement board and 
the President or to allow promotion of officers of lower grade (34 
U.S. C. A, 410g, 4101, 419, 626, 626-1). 

(0) After 35 years’ commissioned service and 5 years in grade— 
rear admirals not restricted in performance of duty, major generals 
except the Commandant of the Marine Corps, brigadier generals desig- 
nated for supply duty, rear admirals designated for staff duty after 
35 years’ commissioned service and 7 years in grade. Under certain 
conditions may be continued on active list until next selection board 
report, then promoted or retired (34 U. S. C. A. 410g, 4101, 626-1). 

(c) After 31 years’ service or less, once or twice failed of selection 
for promotion as specified and/or not on promotion list. There are 
rather complicated provisions for retirement of officers in these cate- 
gories. The service requirements vary from 20 years up depending on 
grade and duty, frequently together with 5 years’ service in grade (34 
U. S. C. A. 410e-f-g-h-j-1, 626, 626-1, 992; sec. 4, Public Law 570, 81st 
Cong.). 

(d) Captains, commanders, lieutenant commanders past age for pro- 
motion (34 U. S. C. A. 992). 

Notr.—Commissioned officers of the Marine Corps are retired in like 
manner and with same relative conditions in all respects as are com- 
missioned officers of the line of the Navy unless otherwise provided 
(34 U. S. C. A. 626, 626-1). 

Navy and Marine Corps, enlisted men: 

(1) Compulsory retirement, no provision: 

(2) Voluntary retirement: 

(a) After 30 years’ service—upon request (34 U. &. C. A. 431, 482). 

(b) After 20 years’ service—upon request and subject to simultaneous 
transfer to inactive status in the Fleet Reserve for the period necesary 
to complete 30 years’ service (34 U. 8S. C. A. 854, 854c). 

Notr.—Annuity received prior to 30 years’ service is called retainer 
pay. 

(3) Involuntary retirement, no provision. 

Navy Nurse Corps: 

(1) Compulsory retirement: 

(a) Age 55—mandatory for all (84 U. 8S. ©. A. 43g). 

(b) Age 50—all officers below permanent grade of lieutenant com- 
mander (34 U. S. C. A. 43g). 

(2) Voluntary retirement: Same as for other officers of the Regular 
Navy (84 U.S. C. A. 43 h, m, n, 0). 

(8) Involuntary retirement: Twice failed selection for promotion, or 
uider any other provisions applicable to Navy and Marine Corps (34 
U.S. C. A. 48h, 410 h, j). 

Coast Guard, officers and warrant officers: 
Pg oe retirement: Age 62—mandatory for all (14 U.S.C. A. 

(2) Voluntary retirement: 

(a) After 30 years’ service. Upon request and at the Secretary’s 
discretion (14 U. S. C. A. 231, 304). 

(b) After 20 years’ active service in the Coast Guard, Navy, Marine 
Corps, or the Reserve components thereof. For commissioned officers, 
at least 10 years of such service must have been active commissioned 
service. Such retirement for commissioned officers is upon request and 








2906 RETIREMENT POLICIES AND RAILROAD RETIREMENT SYSTEM 





at the President’s discretion ; for warrant officers it is upon request and 
at the Secretary's discretion. It is at present the policy of the Coag 
Guard to deny such retirement (14 U.S. C. A. 232, 305). " 

(c) Commissioned officers who have been placed out of line of promo. 
tion and who have 10 years of commissioned service. Upon request ind 
with the approval of the Secretary (14 U. 8. C. A. 238). 

(3) Involuntary retirement: 

(a) After 30 years’ service—on the basis of the needs of the seryjn 
Upon recommendation of the Personnel Board, and action by the Pres. 
dent (in the case of commissioned officers) or by the Secretary (in ths 
case of warrant officers) (14 U. S. C. A. 235, 307). ; 

(b) Commissioned officers who have been placed out of line of pri 
tion and who have 10 years of commissioned service—at the discretiyy 
of the Personnel Board and upon action by the President (14 U.S. ¢. 4 
235). 


Coast Guard, enlisted men: 


(1) Compulsory retirement: Age 62—mandatory for all (14 U.S. ¢. 4 
353). 

(2) Voluntary retirement: 

(a) After 30 years’ service. Upon request and at the Commandant’s 
discretion (14 U. 8. C. A. 354). 

(b) After 20 years’ service. Upon request and at the Commandant’s 
discretion, subject to a yearly limit on voluntary and involuntary re- 
tirements (for 20 years’ service) of 1 percent of the total enlisted force Ge 
(14 U. 8S. C. A. 355, 358). 

(3) Involuntary retirement: After 20 years’ service. At the dis 
eretion of the Enlisted Personnel Board, subject to a yearly limit on 
voluntary and involuntary retirements (for 20 years’ service) of 1 per- ( 
cent of the total enlisted force (14 U. 8S. C. A. 357, 358). ( 


Coast and Geodetic Survey: 


(1) Compulsory retirement: ' 

(a) Age 64—mandatory for all (33 U. S. C. A. 853k). ( 

(b) Age 62—all officers above rank of captain if not extended by the ( 
President to age 64 (33 U.S. C. A. 853k). 

(c) Age 60—all officers in rank of captain and below (33 U.S.C. A 


853k). I 
(2) Voluntary retirement: After 30 years’ service—upon request an¢ f 
at the President’s discretion (33 U. S. C. A. 85381). e 
(3) Involuntary retirement: Upon recommendation of the personne nt 
board and if in permanent grade of captain, commander, or lieutenan 
commander, but not to exceed a specified number (33 U. 8. C. A. So3g) 
Public Health Service: 
(1) Compulsory retirement: u 
(a) Age 64—mandatory for all— p 
1. Over age 45 at time of original appointment; in 
2. Under age 45 at time of original appointment (42 U.S. C.! 
212). t 
(b) Age 55—nurse, dietitian, therapist, sanitarian, or pharmacist i Ww 
in the permanent full grade—in accordance with regulations of th on 
Administrator (42 U. 8. C. A. 212). th 
(c) Age 50—nurse, dietitian, or therapist in the permanent senid Gen 
assistant grade—in accordance with regulations of the Administrato 
(42 U. 8. C. A. 212). pu 
(2) Voluntary retirement: 
(a) After 30 years’ service—upon request (42 U. S. ©. A. 212). vo 
(b) After 25 years’ service—an officer who has served four or mo Ame 
years as Surgeon General. Upon request and with the approval of th 
President (42 U. S. C. A. 212). Cor 
(c) After 25 years’ service or at age 55—nurse, dietitian, therapist en 
sanitarian, or pharmacist—permanent full grade—upon request al pol 
with the approval of the Surgeon General (42 U.S. ©. A. 212). 
(ad) After 20 years’ service or at age 50—nurse, dietitian, or therap! se] 
in the permanent senior assistant grade—upon request and with th ma 
approval of the Surgeon General (42 U. S. ©. A. 212). ag 


(3) Involuntary retirement: (a) Permanent full-grade officer (es 
cept nurse, dietitian, therapist, sanitarian, or pharmacist) twice faile 
of selection for permanent promotion to the senior grade—retired 4 
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such time thereafter as prescribed by Surgeon General (42 U. 8. C, A. 
211). 

— purposes of determining eligibility for retirement upon completion 
of 30 years of service and for purposes of computing the retired pay 
of officers appointed at an age of more than 45 years, an officer whose 
appointment was prior to July 1, 1944, may be credited with, in addition 
to the years of service specified above, his years of service with the 
service, other than commissioned service (42 U. 8. C. A. 230). 

Reserve components, officers and enlisted men: 


Nore.—This retirement category is designed especially to apply to 
those members of the Reserves who will not be able to complete 20 
years of active service. It provides specifically only for voluntary re- 
tirement after 20 or more years of satisfactory Federal service. Mem- 
bers of the Reserve components who are separated without having 20 
years of “satisfactory Federal service,” as defined in Public Law 810, 
Fightieth Congress, do not have any retirement rights. Members of the 
Reserve components who complete 20 years of active service are subject 
to the regular retirement provisions of the uniformed service in which 
they are serving. 

(1) Compulsory retirement: No provision. 

(2) Voluntary retirement: Age 60 and 20 years of satisfactory 
Federal service (10 U. S. C. A. 1036a). 

(3) Involuntary retirement: No provision. 

General Motors Corp. : 

Pension plan for hourly-rate employees : 

(1) Eligibility requirement—age 65 with 10 years of credited service. 
Retirement—optional at age 65, automatic at age 68. Employees may 
continue in service beyond automatic retirement age only at invitation of 
corporation. 

(2) Age 60-65 and 10 years’ credited service. Amount of benefits for 
which employee is eligible depends upon whether employee retired at his 
own option or at option of corporation or under mutually satisfactory 
conditions, as described in section (c) of this item. 

Salaried employees—Part I (noncontributory) : 

(1) Eligibility requirement—same as plan for hourly rate employees. 
Retirement—optional at age 65. Automatic at age 65 for employees eligible 
for participation in contributory part of the program and at age 68 for 
employees not eligible. Employees may continue in service beyond auto- 
matic retirement age only at invitation of corporation. 

(2) Same as plan for hourly rate employees. 

Salaried employees—Part IT (contributory) : 

(1) Eligibility requirement—age 65 with accrued benefits as described 
under section (c) of this item. Retirement—automatic at age 65. Em- 
ployees may continue in service beyond automatic retirement age only at 
invitation of corporation. 

(2) Age 60-65 with accrued benefits as described under section (c) of this 
item. Amount of benefits for which employee is eligible depends upon 
whether employee retired at his own option or at the option of corporation 
or under mutually satisfactory conditions, as described in section (c) of 
this item. 


General Electrie Co. : 


(1) Normal retirement—age 65 for men, 60 for women. Retirement com- 
pulsory except that employment may be extended at company discretion. 

(2) Optional retirement—age 60 for men, 55 for women. Retirement 
voluntary or at company discretion. 





American Telephone & Telegraph Co. : 


(1) Service pension payable, at request of employee or discretion of 
company, after 20 years of service to male employee aged 60 or female 
employee aged 55. Retirement compulsory at age 65; year-to-year post- 
pohements allowed by specific action of company. 

(2) Service pension payable, at discretion of company, after 30 years of 
service to any employee regardless of age, or after 25 years of service to 


“ employee aged 55, or after 25 years of service to female employee 
aged VW, 
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United States Steel Corp. : 

(1) Designation by the board of directors of the corporation as coy 
by the 1950 noncontributory pension rules and at least 15 years of contip 
service, retiring after attaining age 65. 

(2) No provision, except for disability retirement. 


(8) Disability retirement 

Railroad Retirement Board: 

Occupational disability retirement: Age 60 after 10 years’ service or befps 
age 60 after 20 years’ service. In either case, employee must have “current op, 
nection” with the railroad industry and be permanently disabled for wor, in 
his regular occupation. An employee has a current connection with the raijlroga 
industry on the annuity beginning date if he worked for a railroad in at jeag 
12 out of the last 30 months before the month in which his annuity begins. a 
out of any other 30-month period provided he had no regular nonrailroad employ. 
ment after that period. Self-employment is not considered as employment for 
this purpose. 

Total disability retirement: At any age after 10 years’ service, employee must 
be permanently disabled for any regular, gainful employment. 

Social Security Administration ;: There is no provision for disability retirement, 

Civil Service Commission: 5 years’ civilian service, total disability for usefy| 
and efficient service in position occupied or similar position (disability must not 
result from vicious habits, intemperance, or willful misconduct occurring during 
last 5 years) ; and ineligibility for normal age retirement. 

Department of Defense: Disability is defined as either “temporary” or “perma- 
nent.” Benefits are identical, but temporary disability benefits can be paid only 
subject to periodic physical examinations and for not more than 5 years. 

Disability a proximate result of performance of active duty : 

Army and Air Force, officers, warrant officers, and enlisted personnel: 
(1) Regular entitled to basic pay, unfit to perform duties of grade by 
reason of physical disability incurred while entitled to receive basic 
pay; disability the proximate result of performance of active duty; 
not due to intentional misconduct or willful neglect or while a. w. o. |.; 
disability 30 percent or more by current VA schedule; disability of a type 
that may be permanent (37 U.S. C. A. 272 (a)). 

If disability is considered “temporary,” must have physical examina- 
tion at least every 18 months to determine continuance of disability. 
After 5 years must either be: (a) placed on permanent disability, or (b) 
removed from disability list if disability is less than 30 percent, and be 
restored to active duty or separated from service (37 U.S. C. A. 272 (e)), 

If disability is considered “permanent,” benefit is for life and without 
physical reexaminations (37 U. S. C. A. 272 (a)). 

(2) Otherwise eligible under (1) above, but with disability less than 
30 percent; but who shall have completed at least 20 years of active 
service (37 U. S. C. A. 272 (f)). 

(3) Otherwise eligible under (1) above, but with disability less than 
30 percent ; and with less than 20 years’ service (37 U. 8S. C. A. 272 (a)). 

Note.—An amount equal to the severance pay payable hereunder, will 
be deducted from the amount of any VA compensation for the same dis 
ability, but will not be deducted from any death compensation (37 
U. S. C. A. 273). 

Army and Air Force Nurse Corps: Same as in Army and Air Force system. 

Navy and Marine Corps: Same as in Army and Air Force system. 

Navy Nurse Corps: Same as in Army and Air Force system. 

Coast Guard: Same as in Army and Air Force system. 

Coast and Geodetic Survey: Same as in Army and Air Force system. 

Public Health Service: Same as in Army and Air Force system. Also cor 
ered under Federal employees compensation. If entitled to both bem 
fits, must elect which one to receive. 

Reserve components, officers, warrant officers, and enlisted personnel: 

(1) Reserve entitled to basic pay, ordered to active duty in excess of 
30 days, unfit to perform duties of grade by reason of physical disability 
incurred while entitled to receive basic pay; disability the proximate 
resnit of performance of active duty ; not due to intentional misconduct 
willful neglect or while a. w. o. L.; disability 30 percent or more by cut 
rent VA schedule; disability of a type that may be permanent (37 U.$ 
C. A. 272 (a)). 


ered 
ous 
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If disability is considered “temporary,” must have physical exam- 
ered ination at least every 18 months to determine continuance of disability. 
uous After 5 years must either be: (a) placed on permanent disability, or 

(b) removed from disability list if disability is less than 30 percent 
(37 U. 8. C. A. 272 (e)). 

If disability is considered “permanent,” benefit is for life and without 
physical reexaminations (37 U. 8. C. A. 272 (a)). 

(2) Reserve, other than covered in (1) above, unfit to perform duties 


efore of grade by reason of physical disability resulting from an injury, such 

Con injury the proximate result of performance of active duty, full-time train- 

rk in ing duty, other full-time duty, or inactive duty training, not due to in- 

road tentional misconduct or willful neglect; disability 30 percent or more by 

least current VA schedule; disability of a type that may be permanent (37 

8, OF U. 8. C. A. 272 (ce) ). 

ploy: If disability is considered “temporary,’ must have physical exam- 

t for ination at least every 18 months to determine continuance of disability. 
After 5 years must either be: (a) placed on permanent disability, or 

must (b) removed from disability list if disability is less than 30 percent (37 
U. 8. C. A. 272 (e)). 

ment, If disability is considered “permanent,” benefit is for life and with- 

iseful out physical examinations (37 U. S. C. A. 272 (c)). 

st not (3) Otherwise eligible under (1) or (2) above, but with disability 

uring less than 30 percent, but who shall have completed at least 20 years of 
active service (37 U. S. C. A. 272 (f)). 

erma- (4) Otherwise eligible under (1) or (2) above, but with disability less 

| only than 30 percent, with less than 20 years of active service but with 20 


years or more of “satisfactory Federal service” in the uniformed services 
(37 U. S. C. A. 272 (g)). 


nnel : (5) Otherwise eligible under (1) or (2) above, but with disability less 
de by than 30 percent, and with less than 20 years’ service (37 U. 8S. C. A. 
basic 272 (a), (e)). 

duty; Nore.—An amount, equal to the severance pay payable under (4) or 
0. hy (5), will be deducted from the amount of any VA compensation for the 
a type same disability, but will not be deducted from any death compensation 


(87 U. S. C. A. 2738). 


mina (6) Members of the Reserve components of the uniform services 
bility. are in some cases also covered under Federal Employees’ Compensation 
or (D) in time of peace. In the event they could be entitled to benefits under 
and be (1) to (5) above, and also under Federal Employees’ Compensation, they 
 (e)), must elect which benefit they wish to accept; Reserve officers entitled 
‘ithout to benefits under (1) to (5) above are not entitled to any choice of Fed- 
= hen eral Employees’ Compensation (5 U. S. C. A. 790, 797; 10 U. S. C. A. 456; 
he 14 U. 8. C. A. 311; 34 U. S. C. A. 855 (¢) ). 

active Members of the Coast Guard Auxiliary and Temporary Coast Guard 
s than Reserves are covered under Federal Employees’ Compensation (14 
> (a)) U. S. C. A. 760, 832). , 

4 will Disability not a proximate result of performance of active duty: 

a ais Army and Air Force, officers, warrant officers, and enlisted personnel : 

” (1) Regular entitled to basic pay, unfit to perform duties of grade 
on by reason of physical disability incurred while entitled to receive basic 
— pay (disability not result of duty); disability incurred after such 
0 member has completed at least 8 years of active service; not due to in- 

tentional misconduct or willful neglect or while a. w. o. 1.; disability 
80 percent or more by current VA schedule; disability of a type that 
me may be permanent (37 U. 8. C. A. 272 (b)). 
A cor if disability is considered “temporary,” must have physical exam- 
h bene ination at least every 18 months to determine continuance of disability. 
After 5 years must be either (a) placed on permanent disability, or (b) 
" removed from disability list if disability is less than 30 percent, and be 
0088 of restored to active duty or separated from service (37 U. S.C. A. 272 (e)). 
sability If disability is considered “permanent,” benefit is for life and with- 
sximat® out physical reexamination (37 U. S. C. A. 272 (b)). 
rduet or (2) Otherwise eligible under (1) above, but with disability less than 
by cur 30 percent, but who shall have completed at least 20 years of active serv- 
37 U. 8 lee (37 U. S.C. A. 272 (f)). 


(3) Otherwise eligible under (1) above, but with disability less than 
30 percent, and with less than 20 years’ service (37 U. S. C. A. 272 (b)). 
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Note.—An amount equal to the severance pay payable hereundo, 
will be deducted from the amount of any VA compensation for the cam. 
disability, but will not be deducted from any death compensation 3 
U. S. C. A. 273). 

Army and Air Force Nurse Corps: Same as in Army and Air Force Systey 
Navy and Marine Corps: Same as in Army and Air Force System. — 
Navy Nurse Corps: Same as in Army and Air Force System. 

Coast Guard: Same as in Army and Air Force System. 

Coast and Geodetic Survey: Same as in Army and Air Force System 
Public Health Service: Same as in Army and Air Force System. 
Reserve components, officers, warrant officers, and enlisted personne| 

(1) Reserve entitled to basic pay ordered to active duty in excess of 
30 days, unfit to perform duties of grade by reason of physica! disability 
incurred while entitled to receive basic pay (disability not result of 

duty) ; disability incurred after such member has completed at least 
8 years of active service, not due to intentional misconduct or willfy 
neglect or while a. w. o. 1.; disability 30 percent or more by current 
VA schedule; disability of a type that may be permanent (37 U.S.C. 4 
272 (b)). 

If disability is considered “temporary,” must have physical examing 
tion at least every 18 months to determine continuance of disability 
After 5 years must either be (a) placed on permanent disability or (5) 
removed from disability list if disability is less than 30 percent (37 
U. 8. C. A. 272 (e)). 

If disability is considered “permanent,” benefit is for life and with 
out physical reexaminations (37 U. 8. C. A. 272 (b)). 

(2) Otherwise eligible under (1) above but with disability less than 
30 percent, but who shall have completed at least 20 years of active 
service (87 U. S. C. A. 272 (f)). 

(3) Otherwise eligible under (1) above but with disability less than 
30 percent, with Jess than 20 years of active service but with 20 years 
or more of “satisfactory Federal service” in the uniformed services 
(37 U. 8. C. A. 272 (g) ). 

(4) Otherwise eligible under (1) above but with disability less than 
30 percent and with less than 20 years’ service (87 U.S. C. A. 272 (b 

Nore.—An amount equal to the severance pay payable under (3) or 
(4) will be deducted from the amount of any VA compensation for the 
same disability, but will not be deducted from any death compensation 
(37 U. 8. C. A. 278). 

yeneral Motors Corp. : 

(1) Pension plan for hourly rate employees: Total and permanent dis- 
ability occurring after age 50 for employees with 15 years’ credited service 

(2) Salaried employees, part I (noncontributory): Same as plan for 
hourly rate employees. 

(3) Salaried employees, part II (contributory) : None. However, an en- 
ployee between the ages of 60 to 65 who is receiving noncontributory disability 
benefits is entitled to receive his accrued contributory pension without 
actuarial reduction. 

General Electric Co.: Fifteen years of service and permanent disability ir 
curred while in service and before normal retirement date. 

American Telephone & Telegraph Co.: Disability pension payable after li 
years of service to employee totally disabled as result of sickness or injury, 
other than by accidental injury arising out of and in course of employment 
company. Pension continues as long as employee is unable to resume work Ww 
company. If employee recovers and returns to service, period of absence ts 
considere? as break in continuity of service. 

United States Steel Corp.: Designation by the board of directors of the corp 
ration as covered by the plan and retirement because of becoming permanent! 
ineapacitated prior to age 65 through some unavoidable cause and at least 1 
years’ continuous service. 

(4) Monthly benefits to survivors 

Railroad Retirement Board : 

Eligibility conditions: The following benefits are payable to the survivors 
of an employee who died completely insured : 

(1) A monthly annuity to the widow, if she (a) was living with the 
employee at the time of his death, (b) is 65 years of age, and (¢) has 
not remarried. 
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(2) A monthly annuity to the widow, if she (@) was living with the 
employee at the time of his death, (b) has in her care a child of the 
employee who is entitled to an annuity, (c) has not remarried, and 
(d) is not entitled to the annuity described in (1) above. 

(3) A monthly annuity to a widower, if he (a) was living with the 
employee at the time of her death, (¥) was receiving at least one-half 
of his support from the employee at the time of her death or retire- 
ment, (c) is 65 years of age, and (d) has not remarried. 

(4) A monthly annuity to each child, if he (a) was dependent on the 
employee at the time of the employee's death, (b) is under 18 years of 
age, and (c) is unmarried. 7 a 

(5) A monthly annuity to each parent, if he (a@) was receiving at 
least one-half of his support from the employee at the time of the em- 
ployee’s death, (b) is 65 years of age, and (c) has not married since 
the employee’s death. It is payable, however, only if the employee 
leaves no widow, widower, or child who could qualify for monthly 
benefits. 

If an employee died partially, but not completely, insured, only the bene- 
fits described in (2) and (4) are payable. 

The definitions of widow, widower, child or parent are generally the same 
as under the Social Security Act. 

The definitions of completely and partially insured status are as follows: 

Completely insured: An employee is considered to have been completely 
insured at the time of his death if he met any of the following four conditions : 

(1) He had 10 years of railroad service, a current connection with 
the railroad industry, and at least 40 quarters of coverage. 

(2) He had 10 years of railroad service, a current connection with 
the railroad industry, and a number of quarters of coverage (not less 
than 6) equal to at least one-half of the number of calendar quarters 
in the period after 1936 and before the quarter in which he died. The 
following are not counted among the calendar quarters in this period 
although they may be counted as quarters of coverage: 

(a) The quarter containing his twenty-first birthday and all earlier 
quarters. 

(b) The quarter containing his sixty-fifth birthday and all later 
quarters. 

(ec) Any quarter during any part of which a retirement annuity was 
payable to him, and which was not a quarter of coverage based on social- 
security earnings. 

Also, when the number of quarters in the period is odd, it is reduced 
by one. 

(3) A retirement annuity based on at least 10 years of service became 
payable to him before 1948. 

(4) He was receiving a pension. 

Partially insured: An employee is considered to have been partially 
insured at the time of his death if he had 10 years of railroad service, a 
current connection with the railroad industry, and at least six quarters of 
coverage in the period beginning with the third calendar year preceding the 
year in which he died or retired and ending with the calendar quarter in 
which he died or retired. 

Social Security Administration : 

(a) Widow’s insurance benefits: The worker must have been fully insured 
at the time of his death. The widow must be at least 65 years old, and she 
must not have remarried. She must have been “living with” the deceased 
worker at the time of his death. 

(b) Child’s insurance benefits: The wage earner must have been either 
fully or currently insured at the time of his death. The child must be less 
than 18 years of age and unmarried. The child must have been dependent 
upon the worker at the time of his death. 

To be currently insured, a wage earner must have at least 6 quarters of 
coverage within the 13 consecutive calendar quarters ending with the quarter 
of retirement or death. 

(ce) Mother's insurance benefits: The worker must have been fully or cur- 
rently insured at the time of his death. The mother may be either a widow 
or a former wife divorced ; in either case she must be caring for a child of 
the deceased worker. She must not have remarried. If a widow, she must 
have been “living with” the worker at the time of his death ; if a former wife 

33494—53—pt, 1——-16 
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divorced, she must have been receiving at least one-half of her support from 
the deceased worker at the time of his death. 

(ad) Widower’s insurance benefits: The worker must have been fully and 
currently insured at the time of her death. The widower must be age 65 or 
over, and he must not have remarried. He must have been living with the 
worker at the time of her death, and must have been receiving at least one 
half of his support from her. 

(e) Parent’s insurance benefits: The worker must have been fully insured 
at the time of his death. He must not have left a survivor (other than the 
parent) potentially eligible for a monthly survivor benefit. The parent must 
be at least age 65 and must not have married since the worker's death. The 
parent must have been receiving at least one-half of his support from the 
worker at the time of his death. 

Nore.—Where “living with” appears in quotes it means the individual must 
have been a member of the same household as the worker, or the worker 
must have been contributing to the individual’s support, or have been under 
a court order to do so. 

Civil Service Commission : 

Automatic benefits to widow of deceased employee: Employee must have 
died while still in the civil service and completed 5 years’ civilian service: 
widow must have been married to employee for 2 years or be mother of issue 
born of marriage, and must be age 50, or, if under 50, have dependent children 
who also qualify for benefits. (If widow is under age 50 without qualified 
children, eligibility attaches at age 50.) 

Automatic benefits to children of deceased employee: Employee must have 
died while still in the civil service, and completed 5 years’ civilian service; 
child must be unmarried and under age 18, or, if over 18, incapable of self- 
support because of disability. 

Automatic benefits to widow and children of deceased annuitant. (Note: 
Widow's eligibility depends upon existence of qualified children; qualified 
children are entitled even if widow is not eligible.) Annuitant must have 
been retired for age, disability, or immediate discontinued-service; widow 
must have been married to annuitant for 2 years or be mother of issue born 
of marriage, and must be under age 50; child must be unmarried and under 
age 18, or, if over 18, incapable of self-support because of disability. 

Elective benefits to annuitant’s widow or widower: Annuitant, at retire- 
ment, must have elected a reduced annuity and named widow or widower as 
survivor; widow or widower must be at least age 50. (If under age 50, 
eligibility attaches at age 50.) 

Elective benefits to person with insurable interest in life of annuitant: 
Annuitant, at retirement, must have elected a reduced annuity and named 
such person as survivor. 

Department of Defense: No monthly survivor benefits. 

General Motors Corp.: 

(1) Pension plan for hourly rate employees, none. 

(2) Salaried employees, part I (noncontributory), none. 

(3) Salaried employees, part II (contributory), none (except “elective 
benefits” described in sec. (6) of this item). 

General Electric Co.: Survivorship pensions: Payable to surviving spouse 
if employee elected to receive reduced annuity. Election not valid in case 
of withdrawal or retirement on disability. 

American Telephone & Telegraph Co.: 

Accident death benefit: Payable if death results from accidental injury 
arising out of and in course of employment with company. 

Sickness death benefit : Payable if death results from other than accidental 
injury, as defined above, and after at least 2 years’ service. 

Death benefit: Payable upon death of pensioner. 

Payments of death benefits limited to wife or husband, dependent children, 
and other dependent relatives. 

United States Steel Corp.: None. 


(5) Lump-sum death benefits 
Railroad Retirement Board: 

A lump-sum death benefit to the widow or widower, children (or persons 
entitled to share with children in accordance with the intestacy laws of the 
State of domicile of the employee at the time of his death), parents, or 
payers of the funeral expenses, in that order of precedence, if the employee 
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leaves no survivor who could qualify in the month of death for any of the 
annuities deseribed in 3 (b) (4). 

The payment of a lump-sum death benefit to a widow, widower, or parent 
under age 65 does not affect the subsequent payment of an annuity to the 
same survivor when that person reaches age 65. If a lump sum is not 
payable because there is a survivor entitled to an annuity, but the amount 
of the annuity payments made in the first year after death is less than the 
lump sum that would otherwise have been paid, the difference is payable 
at the end of the year. An application for the insurance lump-sum benefit 
must be filed within 2 years after the employee’s death. (This benefit is 
referred to as the insurance lump-sum benefit to distinguish it from the 
residual lump-sum benefit. The insurance lump sum is payable if the 
employee died completely or partially insured. ) 

A residual lump-sum payment is made at any time after the death of an 
employee that it appears that no benefits or no further benefits are payable, 
with respect to his death, under either the Railroad Retirement or Social 
Security Act. The benefit is then equal to 4 percent of the employee’s credit- 
able compensation in the period 1937-46 and 7 percent thereafter, less 
(a) the amount paid to the employee and his wife in railroad retirement 
benefits or that part of any social-security retirement benefits in excess of 
the amount that would have been paid without his railroad service; and 
(b) the amount paid to his survivors in survivor benefits under either the 
Railroad Retirement or Social Security Act. 

Where the total amount of benefits paid exceeds the sum of the stated 
percentages of the compensation, no residual payment is made. 

If no survivor benefits are currently payable with respect to the death 
of an employee, but it appears that benefits may become payable to a widow, 
widower, or parent upon the attainment of age 65 at some future date, the 
residual payment may not be made until after the final termination of the 
age 65 benefits, unless one of the following events occurs before age 65: The 
widow, widower, or parent (or each parent if there are two) (a) remarries; 
(b) dies; (¢) becomes entitled to a railroad retirement annuity which is 
greater than the survivor annuity payable at age 65 (this is applicable only 
where the latter annuity is payable under the Railroad Retirement Act; or 
(d) waives all rights to the survivor annuity payable at age 65. 

In the last case, the waiver of any rights to a survivor annuity payable at 
age 65, whether under the Railroad Retirement or Social Security Act, does 
not deprive the widow, widower, or parent of any benefits that may be pay- 
able at age 65 under the Social Security Act on the basis of social-security 
earnings alone. 

Social Security Administration: A lump-sum death benefit is payable upon 


the death of a fully or currently insured person. ‘This is payable to the surviving 
spouse who was living with the worker at the time of his death or, if there was 
ho such spouse, as a reimbursement to the person or persons who paid the worker's 
burial expenses. 


Civil Service Commission: 

senefit equal to amount contributed to retirement fund plus interest is 
payable: 

Upon death, before age 62, of separated employee who was entitled to po- 
tential discontinued-service annuity. 

Upon death of employee who does not leave widow or children entitled to 
survivor annuity. 

Benefit equal to amount contributed to retirement fund plus interest less 
total of annuities paid is payable: 

Upon death of annuitant who does not leave widow, children, or person 
with insurable interest entitled to survivor annuity, and who has re- 
ceived annuity payments totaling less than the total of his contributions 
to retirement fund plus interest. 

Upon termination of annuity (or right to annuity) to last survivor 
of employee or annuitant if total of all annuity payments is less than 
amount contributed to retirement fund plus interest. 

Benefits are payable in following order of precedence: beneficiary or 
beneficiaries designated by employee; his widow or widower; his chil- 
dren and descendants of deceased children by representation; his par- 
ents; duly appointed executor or administrator of his estate; more re- 
mote next of kin as may be determined by Commission to be entitled 
under laws of his domicile. 
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Any annuity which remains due at death is also payable as lump-sum 
benetit. In case of deceased annuitant, accrued annuity is payable jp 
order given above. In case of deceased survivor annuitant, it is payable 
to duly appointed executor or administrator of the survivor-annuitant’s 
estate, or, if there is no such person, to such individuals as may appear 
in judgment of Commission to be legally entitled. 

Department of Defense: 

Death before retirement: 

Army and Air Force; Death of Regular (officer or enlisted), on actiye 
list (or retired list on active duty) due to wounds or disease, not the 
result of own misconduct (10 U. 8. C. A. 903). 

Army and Air Force Nurse Corps: Death of Regular officer on active 
list (or retired but on active duty) due to wounds or disease, not the 
result of own misconduct (10 U. 8S. C. A. 166h, 375). 

Navy and Marine Corps: Death of Regular (officer or enlisted), op 
active list (or retired list on active duty) due to wounds or disease, not 
the result of own misconduct (34 U. 8S. C. A. 948, 944). 

Navy Nurse Corps: Death of Regular officer on active list (or retired 
but on active duty) due to wounds or disease, not the result of own 
misconduct (34 U. 8. C. A. 48h, 9438). 

Coast Guard: Death of Regular (officer or enlisted), on active jist 
(or retired list on active duty) due to wounds or disease, not the result 
of own misconduct (14 U. 8. C. A. 489). 

Coast and Geodetic Survey: Death of Regular commissioned officer on 
active list, due to wounds or disease, not the result of own misconduct 
(33 U. S. C. A. 870). 

Public Health Service: Death of Regular commissioned officer due to 
wounds or disease if officer is: (1) in active service in time of war, or 
(2) in active service while attached to the Army, Navy, or Coast Guard, 
or (3) while the service is part of the military forces (42 U.S. C. A. 213) 

Reserve Components: Death of Reserve (officer or enlisted personnel) 
ordered to active duty in excess of 30 days, due to injury or disease in 
line of duty, not the result of own misconduct (10 U. S. C. A. 456; 14 
U. S. C. A. 755; 34 U. S. C, A. 855c-1). 

Notre.—For Navy and Coast Guard Reserves the 30-day active-duty 
requirement does not apply in event of injury in line of duty (34 U.S.C. A. 
855c—1). 

Nore.—-Members of Naval Reserve in peacetime, and members of Coast 
Guard Auxiliary, and members of Temporary Coast Guard Reserve are 
covered for service-connected death under the Federal Employees Com- 
pensation Act (14 U. S. C. A. 760, 882; 34 U. S. C. A. 855c). 

Death after retirement: No provision. 

General Motors Corp.: 

(1) Pension plan for hourly rate employees: None, except that life insur 
ance benefits are provided through the group-insurance plan. 

(2) Salaried employees, part I (noncontributory) : None, except that life 
insurance benefits are provided through the group-insurance plan. 

(3) Salaried employees, part II (contributory) : None. 

General Blectric Co.: Death while employed or within 5 years after retire 
ment. 

American Telephone & Telegraph Co.: Lump sum to defray expenses (up to 
$250) of burial and expenses of last illness may be paid if there is no beneficiary 
qualified to receive monthly award, or if amount of such award is less than 
maximum allowable. Where accident death benefit is payable, lump sum t 
defray expenses (up to $250) of burial is payable in addition. 

United States Steel Corp. : None 

(6) Blective benefits 

Railroad Retirement Board: Joint-and-survivor annuities are those paid te 
retired employees who, before July 31, 1946, had elected to take a reduction in 
their own annuity during their lifetime in order to provide a survivor annuity 
to their surviving widow or widower. Such elections are no longer permitted 
An election previously made may be revoked by the employee, in which case 
his annuity is restored to the full amount beginning with the month following 
revocation. An election is automatically revoked upon the death of the spouse 
in whose favor it had been made. 

Social Security Administration : None. 
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Civil Service Commission : _ en F 

Pmployee may elect to make additional contributions to retirement fund 
in order to purchase additional annuity to supplement his regular annuity. 

Employee retiring for age, disability, or immediate discontinued service 
may elect to receive, in lieu of a single-life annuity, a reduced annuity with 
a survivor benefit to widow or widower. 

Employee retiring for age or immediate discontinued service, who is in 
good health and unmarried, may elect to receive, in lieu of a single-life 
annuity, a reduced annuity with a survivor benefit to a person, designated 
at time of retirement, who has an insurable interest in his life. 

Department of Defense: None. 
General Motors Corp. : 

(1) Pension plan for hourly-rate employees : None. 

(2) Salaried employees, part I (noncontributory) : None. 

(3) Salaried employees, part II (contributory) : Employee may elect to 
receive a reduced benefit, part or all of which will be continued, after his 
death, to a designated dependent for life. 

General Electric Co,: See 3 6b (4). 
\merican Telephone & Telegraph Co.: None. 
United States Steel Corp.: None. 
(7) Other benefits 
Railroad Retirement Board: 

Wife’s or husband’s annuity. If an employee is receiving an annuity and 
is 65 years of age, his wife (or her husband) may also receive an annuity. 
The wife must be 65 years of age or, provided the employee has enough service 
to be insured for the purpose of survivor benefits, she must have in her 
care a child of the employee who is unmarried, under age 18, and dependent 
on the employee. If the child is a stepchild, he must have had such relation- 
ship for at least a year. In the case of a female employee, the husband 
must be 65 years of age and must have been receiving at least one-half of his 
support from the employee at the time her annuity began. In any event, the 
wife or hushand— 

(a) must have been married to the employee for at least 3 years or 
must be the parent of the employee’s child, and 

(b) must be a member of the same household as the employee, or 
receiving, or entitled to receive by court order, regular contributions 
from the employee for support. 

As in the case of the employee, the spouse must cease compensated service 
and relinquish rights to return to service. 

Social Security Administration : The following types of supplementary benefits 
are payable to dependents of retired workers receiving old-age insurance benefits: 

(a) Wife’s insurance benefits: The husband must be entitled to old-age 
insurance benefits. The wife must be at least 65 years old or have in her 
care a child of the wage earner entitled to a child's insurance benefit. The 
wife must have been “living with” the worker at the time she filed appli- 
cation for a wife’s insurance benefit. 

(b) Child’s insurance benefits: The worker must be entitled to old-age 
insurance benefits. The child must be under 18 years of age and unmarried 
and must have been dependent upon the worker at the time the application 
for a child’s insurance benefit was filed. 

(c) Husband’s insurance benefits: The worker must be entitled to old-age 
insurance benefits and must be currently insured. The husband must be 
at least 65 years old and must have been living with the worker at the time 
the application for husband’s insurance benefits was filed. The husband 
must have been receiving at least one-half of his support from the worker 
at the time the worker became entitled to old-age insurance benefits. 


‘ivil Service Commission : 

Immediate discontinued-service retirement: Employee involuntarily sep- 

arated from position without cause after 25 years’ service, 5 of which are 
civilian, is entitled to immediate annuity. 
: Potential discontinued-service retirement : tmployee separated from posi- 
tion for any reason after 5 years’ civilian service is entitled to annuity upon 
attainment of. age 62, or upon separation if already 62, provided he does not 
draw refund of contributions. 
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Refund of retirement contributions: Employee is entitled to a refund og 
contributions with interest, if refund covers service of more than 1 yeg, 
under either of following conditions: Upon transfer to position in Which 
he becomes member of another Federal retirement system ; or upon separ. 
tion after completing less than 20 years’ civilian service and before he is 
eligible for age retirement. 

Department of Defense: Separation (or withdrawal) benefits are paid 4, 
follows: 

Army and Air Force, officers: 

(1) Involuntary separation: 

(a) With less than 3 years of continuous commissioned service (1) 
U.S. C. A. 484a). 

(b) Twice failed of selection for promotion to grades of captain, 
major, or lieutenant colonel, with less than 18 years’ service (10 U, § 
C. A. 941a (d)). 

(c) After three or more years of continuous commissioned service but 
not eligible for retirement—discharged because of inefficiency, mora] 
unfitness, or misconduct (10 U. 8. C, A. 580-584). 

Nore.—If discharged because of court martial, no benefits are payable, 

(2) Voluntary separation: No provision. 

Army and Air Force, enlisted men: No provision. 

Nore.—There are also provisions for severance benefits in event of 
disability. (See sec. 3 b (3).) 

Army and Air Force Nurse Corps: 

(1) Involuntary separation: 

(a) With less than 3 years’ continuous commissioned service (10 
U. S. C. A. 166h, 484a). 

(b) Twice failed of selection for promotion to grades of captain, 
major, or lieutenant colonel, with less than 18 years’ service (10 U. §, 
C. A. 166f, 941a (d)). 

(c) After three or more years’ continuous commissioned service but 
not eligible for retirement—discharged because of inefficiency, moral 
unfitness, or misconduct (10 U. 8S. C. A. 166h, 580-584). 

Nortre.—If discharged because of court martial, no benefits are payable. 

(2) Voluntary separation: No provision. 

Notre.—There are also provisions for severance benefits in event of 
disability. (See sec. 3 b (3).) 

Navy and Marine Corps, officers: 

(1) Involuntary separation: 

(a) With less than 3 years’ continuous commissioned service (34 
U. S. C. A. 405a). 

(b) With less than 18 years’ service and unsatisfactory performance 
of duty, or twice failed of selection for promotion to lieutenant com- 
mander (or major) or lieutenant (or captain) (34 U. 8S. C. A. 4l0f, 
410h, 410j, 410r). 

(c) Discharged because of moral unfitness or misconduct (34 U. 8. 
C. A. 386). 

(2) Voluntary separation: No provision. 

Navy and Marine Corps, enlisted men: No provision. 

Note.—There are also provisions for severance benefits in event of 
disability. (See sec. 3 b (3).) 

Navy Nurse Corps: 

(1) Involuntary separation: 

(a) With less than 3 years’ continuous commissioned service (#4 
U.S. C. A. 48c). 

(b) With less than 18 years’ service and unsatisfactory performance 
of duty, or twice failed of selection for promotion to lieutenant or lie 
tenant commander (34 U. 8S. C. A. 43i, 48h, 410f, 410h, 410j, 410r). 

(c) Discharged because of moral unfitness or misconduct (34 U. 5. 
©. A. 483i, 48h, 386). 

(2) Voluntary Separation: No provision. 

Notr.—There are also provisions for severance benefits in event of 
disability. (See sec. 3b (3).) 

Coast Guard, officers: 

(1) Involuntary separation: With less than 3 years’ continuous com: 
missioned service—four such years for Academy professors (14 U. 8. 
C. A. 188, 229). 
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(2) Voluntary separation: With less than 10 years’ commissioned 
service, and placed out of line for promotion—may resign with Secre- 
tary’s approval (14 U. S. C. A. 244). 

Coast Guard, Warrant officers and enlisted men: No provision. 

Nore.—There are also provisions for severance benefits in event of 
disability. (See sec. 3 b (3).) 

Coast and Geodetic Survey: 

(1) Involuntary separation: 

(a) With less than 3 years’ commissioned service—Ensigns not fully 
qualified (83 U. S. C. A. 853e). 

(b) After three or more years commissioned service. In permanent 
grade of lieutenant junior grade or lieutenant, and upon recommenda- 
tion of the personnel board (33 U.S. ©. A. 853g). 

(2) Voluntary separation: No provision. 

Note.—There are also provisions for severance benefits in event of 
disability. (See sec. 3b (3).) 

Public Health Service: 

(1) Involuntary separation: 

(a) Junior assistant grade officer failed one examination for perma- 
nent promotion to assistant grade (42 U. 8. C. A. 211). 

(b) Assistant grade officer twice failed examination for permanent 
promotion to senior assistant grade. Officer originally appointed in 
senior asssitant grade not qualified upon review after first 3 years (42 
U. S. C. A. 211). 

(c) Senior assistant grade officer (except nurse, dietitian, or thera- 
pist) twice failed examination for permanent promotion to full grade 
(42 U. 8S. C. A. 211). 

(d) Officer who refuses to take examination may be separated in ac- 
cordance with regulations of the President (42 U. 8. C. A. 211). 

(2) Voluntary separation: No provision. 

Notr.—There are also provisions for severance benefits in event of 
disability. (See sec. 3 b (3).) 

Reserve Components : Members who fail to conform to standards and quali- 
fications prescribed for retention and promotion of Reserve-component mem- 
bers are transferred to inactive status if qualified for such status, retired 
without pay if qualified for such retirement, or otherwise appointment or 
enlistment is terminated. Such action does not affect any rights accrued 
prior to the time of such action (Sec. 304, Public Law 810, 80th Cong.). 

Norre.—There are also provisions for severance benefits in event of 
disability. (See sec. 3 b (3).) 

General Motors Corp.: None. 
General Electric Co. : 

Withdrawal with vested right: Benefit payable at normal retirement age 
if withdrawal occurs after 20 years of service. 

Past normal retirement: Over age 65 on September 1, 1946, for men and 
over 60 for women. One year of continuous service. Employee need not 
have been participating in additional pension plan at time of retirement. 

American Telephone & Telegraph Co.: Benefits other than those provided in 
the plan are paid as follows: 

Supplementary pensions are paid at company discretion to retired em- 
ployees receiving disability and service pension where, because of unusual 
circumstances or emergencies, income is inadequate to cover necessary 
expenses, 

Special pensions were authorized at company discretion to employees who 
became age 65, and had less than 20 years’ service during a period of 20 
are _ the 65-year retirement rule was made effective. Some are still 
eing paid. 

United States Steel Corp.: None. 


¢. What formula is used in computing each type of benefit? 


(1) To what earnings is the benefit related? 
Railroad Retirement Board: 

Age and disability retirement benefits are related to employee’s total rail- 
road earnings during months included in years of service, except that aver- 
age monthly earnings for all months of service before 1937 are based on the 
years 1924-31. 

Monthly survivor benefits are related to employee’s combined earnings in 
both railroad and social-security employment after 1936 and before the 
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quarter in which he died. As in the case of retirement benefits, rajjpo, 
compensation is credited up to a maximum of $300 for any one month 
may include pay for time lost but not tips. Under certain conditions, +), 
employee may be credited with $160 for each month he was in military gery 
ice. Social-security earnings are credited up to $3,000 for any 1 year throug) 
1950, and $3,600 a year thereafter. The combined earnings, however, may 
be taken only up to a maximum of $3,600 in any 1 year. 

Insurance lump-sum benefits are based on the same earnings as monthly 
survivor benefits. 

social Security Administration : 

There are two different methods of figuring the worker's own benefit yndey 
the law as amended in 1950, The first method applies only to people wt 
have acquired 6 quarters of coverage after 1950. Under it, the individy 
has his “average monthly wage” (on which the benefit is based) computed 
over the period elapsing after 1950. In this computation the dividend 
the worker's total creditable earnings in covered employment and self-9 
ployment (including wage credits for military service), for the period f 
January 1, 1951, to the beginning of the second calendar quarter before his 
death or retirement. The divisor is the number of months in this periv 
Under this method the formula used is 55 percent of the first $100 
“average monthly wage” plus 15 percent of the remainder up to $200 

The second method of computing benetits is used if the individua 
eligible for the first method or if the second method is more favorable 
average monthly wage is computed over the period beginning on Janua: 
1, 1937 (rather than on January 1, 1951, as under the first method) 
formula used is 40 percent of the first $50 of the average monthly wage 
10 percent of the remainder up to $200. An amount equal to 1 percent of 
this sum is added for each year before 1951 in which the individual w 
paid wages of $200 or more in covered employment. The amount thus 
computed is raised in accordance with the conversion table conta 
the Social Security Act Amendments of 1952. 

The amounts of the monthly benefits payable to the dependents 
vivors of a worker are equal to a specified fraction of the worker's ow 
benefit. A wife’s or dependent husband's benefit is equal to one-half of 
the worker’s own benefit. A child’s benefit is equal to one-half of the 
worker’s own benefit, with an additional one-fourth of the worker's benefit 
divided equally among all children in survivorship cases. The widow’s and 
dependent widower’s benefit, the mother’s benefit, and the dependent parent's 
benefit are equal to three-fourths of the worker’s own benefit. (See subse 
(3) e (5) below for information about the minimum and maximum bene 
fit provisions. ) 

Civil Service Commission: Retirement and survivor annuities are related t 
highest average annual basic salary received by employee during any five cous 
utive years of service. 

Department of Defense: For all eight departments, benefits are based on hig 
est active-duty basic pay. 

Army and Air Force: For retirement benefits, “highest active-duty basic 
pay” is highest of (a) actual grade held at retirement, or (0) highest 
temporary grade in which member served satisfactorily for not less tha! 
6 months while on active duty during World War II, or (¢) temporary grade 
in which serving at retirement (applicable only to retirements from August 
7, 1947, to January 1, 1957). For disability benefits, “highest active-duty 
basic pay” is highest of (a) grade in which serving at time of being placed 
on disability list, or at retirement (separation), whichever is earlier, | 
(b) temporary grade in which member had ever served satisfactorily, 
(c) under certain conditions, grade to which member would have beeo 
promoted as a result of physical examination which disclosed disability 

Army and Air Force Nurse Corps: Same as for Army and Air Force 

Navy and Marine Corps: Same as for Army and Air Force. 

Navy Nurse Corps: Same as for Army and Air Force. 

Coast Guard: Same as for Army and Air Force. 

Coast and Geodetic Survey: Same as for Army and Air Force. 

Public Health Service: Same as for Army and Air Force. 

Reserve components: Same as for Army and Air Force. 

General Motors Corp.: 
(1) Pension plan for hourly rate employees: Not related to earnings. 
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(2) Salaried employees, part I (noncontributory) : Average final 10 years’ 
salary. ; 
(2) Salaried employees, part II (contributory): Monthly base salary 
in excess of $250. ’ 
(General Electric Co.: Annual pension consists of one or both of two separate 
annuities : : L . tah ¢ 
(a) A past-service annuity for service before September 1, 1946, which is 
based on the employee’s earnings and length of service ; and 
(b) A future-service annuity for service on or after September 1, 1946, 
which is based on the employee’s aggregate contributions. 
American Telephone & Telegraph Co.: Rate of pay, including evening and 
night differentials, ete., but not including overtime, Sunday, or holiday premiums. 
United States Steel Corp.: Average monthly earnings for service rendered 
during the last 10 years of service prior to retirement. 


(2) What distinction, if any, is made in determining the benefit base for 
prior and subsequent service? 


Railroad Retirement Board: For retirement benefit purposes, all service after 
1936 (subsequent service) credited. Service before 1937 (prior service) counted 
only if employee was in active service on August 29, 1935, or had an employment 
relation with a railroad employer on that date. If the period before 1937 in- 
ended, total service cannot exceed 30 years; otherwise there is no limit. 

Social Security Administration: While the old-age and survivors insurance 
program does not actually give credit for service performed before the start of 
the program on January 1, 1937, the benefit formula has much the same effect 
as if the beneficiary were given credit for such service. This is because the 
penefit amount payable is based on the worker’s average earnings after Janu- 
ary 1, 1951, or January 1, 1937 (or in either case, age 22, if later) rather than 
being based upon length of service, total earnings, total contributions, or upon 
some combination of these factors. Accordingly, if an individual works steadily 
during the period over which his “average monthly wage” is computed (which 
period never extends back before 1937) he will receive a full benefit. See section 
8¢ (1) for a detailed explanation of how the old-age and survivors insurance 
benefit formula operates. 

Civil Service Commission: None. 

Department of Defense: Not applicable. 

General Motors Corp. : 

(1) Pension plan for hourly rate employees: Not applicable. 

(2) Salaried employees, Part I (noncontributory) : None. 

(3) Salaried employees, Part II (contributory) : Future service—average 
salary in excess of $250 per month upon which employee has made contri- 
butions; past service—salary at July 1, 1940, in excess of $250 per month 
but not in excess of $2,333. 

General Electric Co.: See section 3 e (7). 

American Telephone & Telegraph Co.: None. 

United States Steel Corp.: None. 


(8) What distinction, if any, is made between the prior and subsequent 
service-benefit formulas? 
Railroad Retirement Board: None. 
Social Security Administration: See section 3 ¢ (2). 
Civil Service Commission: None. 
Department of Defense: Not applicable. 
General Motors Corp. : 

(1) Pension plan for hourly rate employees: None. 

(2) Salaried employees, Part I (noncontributory) : None. 

(8) Salaried employees, Part II (contributory) : Future service—monthly 
benefits are 114 percent of average monthly salary in excess of $250 on which 
contributions have been made multiplied by number of years of contribu- 
tions; past service—monthly benefits amount to 1 percent of salary in 
excess of $250 per month, and under $2,333, received on July 1, 1940, multi- 
plied by years of continuous service between age 40 and July 1, 1940, up to a 
maximum of 20 years. 

General Electric Co.: See section 3 ¢ (1). 
American Telephone & Telegraph Co.: None. 
United States Steel Corp.: Not applicable. 
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(4) How is the total benefit calculated? 
Railroad Retirement Board: 

Age and disability retirement annuities: Annuity is years of service multi. 
plied by sum of 2.76 percent of first $50 of average monthly compensation 
2.07 percent of next $100, and 1.38 percent of remainder. 7 

(Nore.—If a male employee retires at ages 60 to 64 with 30 years of sory. 
ice, his benefit is reduced by “go for each full month he is under age 65 
Reduction does not apply to disability employees or to women.) 

Benefits to retired employee’s wife or dependent husband: Annuity | 
equal to one-half of the employee’s annuity, up to a maximum of $40, 

Minimum annuity: For employees with current connection with railrogq 
industry, annuity will not be less than least of following three amounts: 
(a) 4.14 times years of service, (0) $69, or (c) average monthly compen- 
sation. 

Special minimum provision (retirement benefits) : Guarantees that tota) 
retirement benefits to employee and his family under both Railroad Retire. 
ment and Social Security Acts will not be less than benefits would be under 
Social Security Act if his railroad employment after 1936 had been creditap| 
under that act. 

Survivor annuities: Based on basic amount which is equal to 40 percen 
of first $75 of average monthly remuneration plus 10 percent of remainder 
up to $225, with 1 percent of sum added for each year after 1936 in which 
employee was paid at least $200 in combined railroad and social-securi 
employment. Minimum basic amount is $14. Minimum family benefit ; 
$14. 

Annuity to widow or widower: 100 percent of basic amount. 

Annuity to child or parent: two-thirds of basic amount. 

Insurance lump-sum death benefit: 10 times basic amount. 

Special minimum guaranty (survivor benefits): Guarantees that total 
survivor benefits to a family paid under the Railroad Retirement Act will 
never be less than would have been payable under the Social Security Act 

Social Security Administration: The method of computing the amounts 
monthly benefits was explained in section 3 c (1) above. The lump-sum deat 
payment is equal to three times the amount of the worker’s old-age insura 
benefit. See section 3 ¢ (5) below for information about maximum and minimum 
provisions. 

Civil Service Commission: 

For average salaries of $5,000 or less, basic annuity is 1 percent of average 
plus $25, multiplied by years of service. 

For average salaries of more than $5,000, basic annuity is 114 percent of 
average, multiplied by years of service. 

Basic annuity is subject to whichever and as many of following reduc- 
tions as apply: 

Prenormal age retirement and immediate discontinued-service retirement: 
basic annuity is reduced by one-fourth of 1 percent for each full month em- 
ployee is under age 60. 

Noncontributory service: Civilian service for which contributions from 
salary were made and refunded is not creditable in computing annuities 
unless refund is redeposited with interest. Noncontributory civilian service 
since August 1, 1920, is creditable in computing annuities. Employee has 
option of depositing contributions which should have been taken during 
noncontributory service, plus interest. If option not exercised, annuity 1s 
reduced by 10 percent of amount due as deposit. 

(Nore.—Contributions are not required for service prior to August |, 
1920, or for military service, both of which are noncontributory.) 

Elective survivor benefit to widow or widower: single life annuity due 
retiring employee who designates wife or husband as survivor-annuitant is 
reduced by 5 percent of first $1,500, plus 10 percent of excess, plus three 
fourths of 1 percent of single life annuity for each full year wife or husband 
is under age 60, total reduction in no case to be more than 25 percent of 
single life annuity. 

Elective survivor benefit to person with insurable interest: Single life 
annuity due retiring employee who designates person with insurable in- 
terest as survivor-annuitant is reduced by 10 percent if designee is same age, 
older, or less than 5 years younger than retiring employee; by 15 percent it 
5 but less than 10 years younger ; by 20 percent if 10 but less than 15 years 
younger ; by 25 percent if 15 but less than 20 years younger; by 30 percent 
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if 20 but less than 25 years younger; or by 40 percent if 25 or more years 
unger. 
. Annuity to widow or widower: Annuity is 50 percent of single life annuity. 
Annuities to children: If both children and a widow qualify for survivor 
benefits, annuity to each child is least of following three amounts; 25 per- 
cent of single life annuity ; $900 divided by number of eligible children ; $360. 
If there is no widow or widower, annuity to each child is least of following 
three amounts: 50 percent of single life annuity; $1,200 divided by number 
of eligible children; $480. When benefit to widow terminates at death, or 
benefit to one child terminates for any reason, annuity to any remaining 
children is recomputed on basis of eligible survivors. 
Annuity to person with insurable interest: Annuity is 50 percent of re- 
duced annuity of retired employee. 
Department of Defense: 
Immediate retirement benefits: 
Army and Air Force, officers : 

(1) Compulsory retirement: Monthly life annunity equal to 2% per- 
cent of monthly pay multiplied by the number of years of service. Maxi- 
mum benefit, 75 percent of monthly basic pay; minimum benefit, 50 per- 
cent of monthly basic pay. 

“Basic pay,” as here used, is the highest active-duty basic pay at the 
time of retirement (or at the due dates of retirement payments, if pay 
acts so provide) of— 

(a) permanent grade held at retirement; or 

(b) highest temporary grade in which member served satisfac- 
torily for not less than 6 months while on active duty during World 
War II; or 

(ec) temporary grade in which serving at retirement (applicable 
only to retirements August 1947 to January 1957). 

(2) Voluntary retirement: Monthly life annuity equal to 2% percent 
of monthly basic pay multiplied by the number of years of service. Maxi- 
mum benefit, 75 percent of monthly basic pay. 

“Basie pay,” as here used, is the highest active duty basic pay (as 
defined in section 8 (c) (1)) at the time of retirement (or at the due 
dates of retirement payments, if pay acts so provide) of— 

(a) permanent grade held at retirement; or 

(b) highest temporary grade in which member served satisfac- 
torily for not less than 6 months while on active duty during World 
War II; or 

(c) temporary grade in which serving at retirement (applicable 
only to retirements August 1947 to January 1957). 

(3) Involuntary retirement: Monthly life annuity equal to 214 per- 
cent of monthly basic pay multiplied by the number of vears of service, 
Maximum benefit, 75 percent of monthly basic pay; minimum benefit, 
50 percent of monthly basic pay. 

‘Basie pay,” as here used, is the highest active duty basic pay at time 
of retirement (or at the due dates of retirement payments, if pay acts 
so provide) of— 

(a) permanent grade held at retirement; or 

(b>) highest temporary grade in which member served satisfac- 
torily for not less than 6 months while on active duty during World 
War II; or 

(ec) temporary grade in which serving at retirement (applicable 
only to retirements August 1947 to January 1957). 

Note.—Officers who served in World War I are retired at 75 percent 
of basic pay (10 U. S. C. A. 941a, 943a, 971b, 1005, 1028a, 1028¢, sec. 203 
(a), Public Law 810, 80th Cong. ; 87 U. S. C. A. 115). 

Army and Air Force, enlisted men: 

(1) Compulsory retirement: No provision. 

(2) Voluntary retirement: 

(a) After 30 years’ service, monthly life annuity equal to 75 percent 
of monthly basie pay. 

“Basie pay,” as here used, is the highest active duty basic pay (as 
defined in sec. 3 ¢ (1)) at time of retirement (or at the due dates of 
retirement payments, if pay acts so provide) of— 

(a) actual grade held at retirement, or 
(b) highest temporary grade held satisfactorily while on active 
duty during World War II. 
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(b) After 20 years’ service, monthly life annuity equal to 214 percen 
of monthly basic pay multiplied by years of active Federal service 
(Retired pay increased 10 percent if credited with extraordinary heroism 
in line of duty.) Maximum benefit, 75 percent of monthly basic pay 

Basic pay defined same is in (2) (a) above, except that pay for highos 
temporary grade during World War II not allowable in computation ynty 
member has a total of 30 years’ active and Reserve service. At that 
time member also gets credit for additional service for both basic pay 
and years of service computation. Retirement pay not allowed while 
on active duty. 

Note.—Service as commissioned officer in World War I entitles re 
tired enlisted man to be paid as a retired warrant officer. (10 U.S8.¢.4 
947, 948, 980, 981, 1004, 1006). 

(3) Involuntary retirement; No provision. 

Army and Air Force Nurse Corps, officers : 

(1) Compulsory retirement. 

(2) Voluntary retirement. 

(3) Involuntary retirement : 

Monthly life annuity equal to 24% percent of monthly basic pay mutt 
plied by the number of years of service. Maximum benefit, 75 percent 
of monthly basic pay. 

“Basic pay,” as here used, is the highest active duty basic pay (as a 
fined in 3 (c) (1)) at time of retirement (or at the due dates of retire 
ment payments, if pay acts so provide) of— 

(a) permanent grade held at retirement, or 

(b) highest temporary grade in which member served satisfacto- 
rily during World War II, or 

(c) temporary grade in which serving at retirement (applicable 
only to retirements August 1947 to January 1957). 

Note.—If service included 4 years as Chief of Army or Air Force 
Nurse Corps or Women’s Medical Specialist Corps or Assistant Chief of 
Women’s Medical Specialist Corps, member will be retired as colonel or 
lieutenant colonel, respectively (10 U. S. C. A. 166g, h, 375, 971b, 1008, 
1005). 

Navy and Marine Corps, officers : 

(1) Compulsory retirement: Monthly life annuity equal to 2% per- 
cent of monthly basic pay multiplied by the number of years of service 
Maximum benefit, 75 percent of monthly basic pay; minimum benefit, 
50 percent of monthly basic pay. 

(2) Voluntary retirement: Monthly life annuity equal to 2% percent 
of monthly basic pay multiplied by the number of years of service 
Maximum benefit, 75 percent of monthly basic pay. 

(3) Involuntary retirement: 

Monthly life annuity equal to 2% percent of monthly basic pay multi 
plied by the number of years of service. Maximum benefit, 75 percent 
of monthly basic pay. 

“Basic pay,’ as here used, is the highest active duty basic pay (as 
defined in sec. 3 ¢ (1)) at time of retirement (or at the due dates of 
retirement payments, if pay acts so provide) of— 

(a) highest temporary grade held on or prior to June 30, 1946, or 
(if a prisoner of war) at any time during World War II, or 

(b) temporary grade in which serving at retirement, if rear 
admiral or below. 


Notre.—Officers who served in World War I, or whose retirement |s 
after 3 years’ service on Isthmus of Panama—upon request, at Secre 
tary’s discretion and to receive benefit of advance in rank, retire at 7 
percent of basie pay (84 U.S. C. A. 381, 383, 387, 388, 399, 410, 410g, 410i, 
4101, 419, 626, 626-1, 992; sec. 4, P. L. 570, Sist Cong. ; 37 U.S. C. A. 115) 


Navy and Marine Corps, enlisted men: 

(1) Compulsory retirement: No provision. 

(2) Voluntary retirement: 

(a) After 30 years’ service: Monthly life annuity equal to 75 percent 
of monthly basic pay. “Basic pay,” as here used, is the highest active 
duty basic pay (as defined in sec. 3 c (1)) at time of retirement (or 
at the due dates of retirement payments, if pay acts so provide) of— 

(a) actual grade held at time of retirement, or 
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(b) highest temporary grade held satisfactorily while on active 
duty during World War IT. 

(b) After 20 years’ service: Monthly life annuity equal to 24% per- 
cent of monthly basic pay multiplied by the number of years of active 
Federal service. (Retainer pay increased 10 percent if credited with 
extraordinary heroism in line of duty.) Maximum benefit, 75 percent 
of monthly basic pay. Basic pay defined as (2) (@) above, except 
that pay for highest temporary grade during World War II not allowable 
in computation until member has a total of 30 years’ active and Reserve 
service. Retainer pay not allowed while on active duty. 


Notr.—Service as commissioned officer in World War I entitles retired 
enlisted man to be paid as retired warrant officer. 


(3) Involuntary retirement: No provision (34 U. S. C. A. 350i, 431, 

482, S54e, 999). 
Navy Nurse Corps: 

(1) Compulsory retirement. 

(2) Voluntary retirement. 

(3) Involuntary retirement: 

Monthly life annuity equal to 214 percent of monthly basic pay multi- 
plied by number of years of service. Maximum benefit, 75 percent of 
monthly basie pay. 

“Basic pay,” as here used, is the highest active-duty basic pay (as 
defined in section 3 e (1)) at times of retirement (or at the due dates 
of retirement payments, if pay acts so provide) of— 

(a) permanent grade held at time of retirement, or 

(b) highest temporary grade held on or prior to June 30, 1946 
(if service was not satisfactory, next lower temporary grade), or 
(if prisoner of war) at any time during World War II, or 

(c) temporary grade in which serving at retirement. 

Note.—If service included 21% years as Director of the Navy Nurse 
Corps, member is retired as captain (34 U. S. C. A. 43g, h, m, n, 0, 410b, 
h, j). 

Coast Guard, officers and warrant officers: 

(1) Compulsory retirement. 

(2) Voluntary retirement. 

(3) Involuntary retirement: 

Monthly life annuity equal to 244 percent of the monthly basic pay 
multiplied by the number of years of service (14 U. S. C. A. 423). 
Maximum benefit, 75 percent of monthly basic pay (14 U.S.C. A. 424). 

“Basic pay,” as here used, is the highest active-duty basic pay (as 
defined in section 3 c (1)) at time of retirement (or at the due dates 
of retirement payments, if pay acts so provide) of— 

(a) permanent grade held at time of retirement, or 

(b) highest grade (temporary or permanent) held while on active 
duty, in which performance of duty was satisfactory as determined 
by the Secretary. (Does not apply to commissioned officers who 
have been placed out of line of promotion and who have 10 years 
of commissioned service who did not serve under higher temporary 
appointments) (14 U. 8. C. A. 248, 312, 313, 423, 424). 

Note.—Officers, especially commended for performance of duty in 
actual combat prior to December 31, 1946, shall be retired at one grade 
(temporary or permanent) higher than serving at time (14 U. §. C. A, 
239). 

Warrant officers, especially commended for performance of duty in 
actual combat prior to December 31, 1946, shall be retired as commis- 
sioned warrant officers (14 U. S. C. A. 309). 

Officers who served in World War I are retired at 75 percent of basic 
pay (87 U. 8. C. A. 115). 

Note.—Former Bureau of Marine Inspection and Navigation, and 
Bureau of Customs, personnel transferred to Regular Coast Guard are 
retired at age 62 at 75 percent of monthly basic pay, if credited with 
more than 15 years’ Federal Government service (14 U. S. C. A. 433). 

Coast Guard, enlisted men: 
(1) Compulsory retirement. 
(2) Voluntary retirement. 
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(3) Involuntary retirement: 

Monthly life annuity equal to 244 percent of the monthly basic pay 
multiplied by the number of years of service (14 U. 8. ©. A. 4 
Maximum benefit, 75 percent of monthly basic pay (14 U.S.C. A. 424) 

“Basic pay,” as here used, is the highest active duty basic pay (as 
defined in sec. 3 c (1)) at time of retirement (or at the due dates y 
retirement payments, if pay acts so provide) of— 

(a) Permanent grade held at time of retirement, or 

(b) highest grade (temporary or permanent) held while on actiys 
duty, in which performance of duty was satisfactory, as determine 
by the Secret ary (14 U.S. C. A. 357, 361, 423, 424). 

NOTE. ited for extraordinary heroism in line of duty 
and/or whose ‘average conduct marks in service were not less than 971, 
percent of the maximum, have their retired pay, otherwise payable, ip. 
creased by 10 percent of their basic pay (14 U. 8. C, A. 357). 

Nore.—Former Bureau of Marine Inspection and Navigation, ang 
Bureau of Customs, pe rsonnel transferred to Regular Coast Guard a 
retired at age 62 at 75 percent of monthly basic pay, ae cre dit ed with 
more than 15 years’ Federal Government service (14 U. C. A. 433 

Coast and Geodetic Survey: 

(1) Compulsory retirement. 

(2) Voluntary retirement. 

(3) Involuntary retirement: 

Monthly life annuity equal to 2% percent of month); 
multiplied by the number of years of service (33 U. 8S. (| 
Maximum benefit, 75 percent of monthly basic pay (33 | 
8530). 

“Basic pay,” as here used, is the highest active duty basic pay (as 
defined in sec. 3 c (1)) at time of retirement (or at the due dates of 
retirement payments, if pay acts so provide) of— 

(a) highest permanent grade held, or 
(>) highest temporary grade in which member served sa 
torily prior to June 30, 1946. 

Nore.—Officers who served in World War I are retired at 75 percent 
of basic pay. 

Member serving as Director or Assistant Director, or while serving 
in lower rank after having served 4 years as Director or as Assistant 
Director, is retired as rear admiral, upper half or lower half, respectively 
(33 U.S. C. A. 852, 8530, 8538p ; 37 U. 8. C. A. 115). 

Public Health Service: 

(1) Compulsory retirement: 

(a) Age 64, mandatory for all, 

(1) Over age 45 at time of original appointment: Monthly life annuity 
equal to 4 percent of monthly basic pay multiplied by the number of 
years of active commissioned service (including all such service in the 
Army, Navy, or Coast Guard). Maximum benefit, 75 percent of monthly 
basic pay. 

2) Under age 45 at time of original appointment: Monthly life an 
nuity equal to 75 percent of monthly basic pay. 

(b) Age 55—nurse, dietitian, therapist, sanitarian, or pharmacist in 
the permanent full grade: Monthly life annuity equal to 244 percent of 
monthly basic pay multiplied by the number of years of service (8 
active service with the Service, commissioned or otherwise, and all ac 
tive Federal service in the Armed Forces). Maximum benefit, 75 per 
cent of monthly basic pay. 

(c) Age 50—nurse, dietitian, or therapist in the permanent senior = 
sistant grade: Monthly life annuity equal to 244 percent of mo 
basic pay multiplied by the number of years of service (all active serv! ie 
with the Service, commissioned or otherwise, and all active Federal 
service in the Armed Forces). Maximum benefit, 75 percent of month) 
basic pay. 

(2) Voluntary retirement: 

(a) After 30 years’ service: Monthly life annuity equal to 75 percent 
of monthly basie pay. 

(b) After 25 years’ service: An officer who has served four or more 
years as Surgeon General, monthly life annuity equal to 75 percent 

monthly basic pay. 


~~) 
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(c) After 25 years’ service or at age 55: Nurse, dietitian, therapist, 
33 sanitarian, or pharmacist, permanent full grade. 
7 By Monthly life annuity equal to 24% percent of monthly basic pay multi- 
aa plied by the number of years of service (all active service with the 
4). Service, commissioned or otherwise, and all active Federal service in 


~ “ the Armed Forces). , ao 

= (d) After 20 years’ service or at age 50: Nurse, dietitian, or therapist 
in the permanent senior assistant grade. : . 

Monthly life annuity equal to 24% percent of monthly basic pay multi- 

are plied by the number of years of service (all active service with the Serv- 

a ice, commissioned or otherwise, and all active Federal service in the 
Armed Forces). Maximum benefit, 75 percent of monthly basic pay, for 

- rn both (c) and (d@) above. 

oe (3) Involuntary retirement : Monthly life annuity equal to 244 percent 

ble, in of monthly basic pay multiplied by the number of years of active com- 

mn, and missioned service in the Service. Maximum benefit, 75 percent of 

sell te monthly basie pay. 

rae “Basie pay,” as here used, is active duty basic pay, at time of retire- 

ee ment, of the permanent grade then held; except that in the case of an 


officer who has served four or more years as Surgeon General, Deputy 
Surgeon General, or Assistant Surgeon General, it is the active duty 
basic pay of the highest grade held by him as Surgeon General, Deputy 
Surgeon General, or Assistant Surgeon General. (“Basic pay” is defined 
in sec. 8 e (1).) 

rae ; Note.—Officers who served on active duty in the military or naval 
ra forces of the United States during World War I are retired at 75 percent 
of basic pay (42 U.S. C. A. 211, 212, 230; 387 U. S. C. A. 115). 

pay (as Reserve components, officers and enlisted men: — 

ion of (1) Voluntary retirement: Annual life annuity equal to 2% percent 
7 ; of annual basic pay multiplied by a number equal to the number of 
years and any fraction thereof (on the basis of 360 days per year) 
which shall consist of the sum of the following: 


satisfac. (i) All periods of active Federal service; 
rent (ii) One day for each point credited pursuant to subparagraphs 
cannes: (2) and (8) of subsection (b) of section 302, Public Law 810 but 
oe no more than 60 days shall be credited on this basis in any 1 year. 
olea a Maximum benefit, 75 percent of such annual basic pay. One-twelfth 
oti ol of annual benefit is payable monthly for life. 
oe “Basic pay,” as here used, is the active duty basic pay (as defined 
in sec. 3 e (1) at the time of retirement of the highest grade (temporary 
or permanent) satisfactorily held during member's entire period of 
service (10 U. 8. C. A. 1036a, b). 
annuity Disability retirement benefits (disability a proximate result of per- 
es ge formance of active duty) : 
so tn th Army and Air Force, officers, warrant officers, and enlisted personnel : 
monthly (1) Regular entitled to basic pay, unfit to perform duties of grade 
: by reason of physical disability incurred while entitled to receive basic 
+ Hite an pay—disability the proximate result of performance of active duty—not 
due to intentional misconduct or willful neglect or while a. w. o. 1.— 
nacist in disability 30 percent or more by current VA schedule—disability of a 
orcent of type that may be permanent (37 U.S. ©. A. 272 (a)). 
vice (all If disability is considered temporary, must have physical examina- 
d all ac tion at least every 18 months to determine continuance of disability. 
7 per After 5 years must either be: (a) placed on permanent disability, or 
ast (b) removed from disability list if disability is less than 30 percent 
— - ae to active duty or separated from service (37 U. S. C. A. 
onthly ‘9 2 
pr If disability is considered permanent, benefit is for life and without 
Federal physical reexaminations (37 U.S. C. A. 272 (a)). 
monthly Monthly annuity during disability equal to 244 percent of the monthly 
; basic pay (as defined below) multiplied by years of active service, or 
monthly annuity during disability equal to monthly basic pay (as 
5 noreest defined below) multiplied by the percentage of disability, at time of 
-s being placed on disability list, or at retirement (whichever is earlier). 
oo Maximum benefit, 75 percent of such basic pay; minimum benefit, 
exeent 30 pereent of such basic pay; 50 percent, however, if and while on a 


temporary disability retired list. (It would appear possible to read 
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Public Law 351 as providing a 50-percent minimum for permaney; 
well as temporary disability. However, all the uniformed seryjcos an 
using a 30-percent minimum for permanent disability. ) : 
2) Otherwise eligible under (1) above, but with disability 
than 30 percent—but who shall have completed at least 20 years » 
active service (87 U. S. C. A. 272 (f)). Benefit formula same as (1) _ 

(3) Otherwise eligible under (1) above, but with disability less thy 
30 percent—and with less than 20 years’ service (37 U. S. C. A. 272 (9), 

Lump-sum severance pay equal to 2 months’ basic pay (as defined 
low) multiplied by the number of years of active service. May 
benefit, 2 years’ basic pay (37 U. 8. C. A. 278). 

“Basic pay,” as here used, is the highest active duty basie pay 
defined in sec. 3 e (1) at time of retirment (or at the due rates of y 
ment payments, if pay acts so provide) of— 

(a) grade in which serving at time of being placed on disa! 
list, or at retirement (separation), whichever is earlier, or 
(b) temporary grade in which member had ever served satis. 
factorily, or 
(ec) under certain conditions, grade to which member 
have been promoted as a result of physical examination wi 
disclosed disability (87 U. 8S. C. A. 272 (d), 273). 
Army and Air Force Nurse Corps: Same as in Army and Air Force sys 
Navy and Marine Corps: Same as in Army and Air Force system 
Navy Nurse Corps: Same as in Army and Air Force system. 
Coast Guard: Same as in Army and Air Force system. 
Coast and Geodetic Survey: Same as in Army and Air Force system 
Public Health Service: Same as in Army and Air Force system, or Federg 
employees compensation. 
Reserve components—Offlicers, warrant officers, and enlisted personne 

(1) Reserve entitled to basic pay, ordered to active duty in excess 
of 30 days, unfit to perform duties of grade by reason of physical dis 
ability incurred while entitled to receive basic pay—disability the 
proximate result of performance of active duty—not due to intent 
misconduct or willful neglect or while a. w. 0. 1.—disability 30 per 
or more by current VA schedule—disability of a type that may be 
permanent (37 U. S. C. A. 272 (a)). 

If disability is considered temporary, must have physical examination 
at least every 18 months to determine continuance of disability. After 
5 years must either be (a) placed on permanent disability, or ()) re 
moved from disability list if disability is less than 30 percent (37 
U. 8. C. A. 272 (e)). 

If disability is considered permanent, benefit is for life and without 
physical reexaminations. 

Monthly annuity during disability equal to 2%4 percent of the mont! 
basic pay (as defined below) multiplied by years of active service 
monthly annuity during disability equal to monthly basic pay (as di 
fined below) multiplied by the percentage of disability, at time of being 
placed on disability list, or at retirement (whichever is earlier) 

Maximum benefit, 75 percent of such basic pay; minimum benefit, 3 
percent of such basic pay; 50 percent, however, if and while on a (el 
porary disability retired list. (It would appear possible to read Pul 
Law 351 as providing a 50-percent minimum for permanent as wel 
temporary disability. However, all the uniformed services are tsit 
30-percent minimum for permanent disability.) 

(2) Reserve, other than covered in (1) above, unfit to perform duties 
of grade by reason of physical disability resulting from an injur 
such injury the proximate result of performance of active duty, 
time training duty, other full-time duty, or inactive duty training 
due to intentional misconduct or willful neglect—disability 30 percet! 
or more by current VA schedule—disability of a type that may be pert 
nent (37 U. S.C. A. 272 (c)). 

If disability is considered temporary, must have physical exam 
at least every 18 months to determine continuance of disability. 
5 years must be either (a) placed on permanent disability, or 
moved from disability list if disability is less than 30 percent 
U. 8S. C. A. 272 (e)). 
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If disability is considered permanent benefit is for life and without 
physical examinations (87 U. 8. C. A. 272 (c)). 

Benefit formula same as (1). 

(2) Otherwise eligible under (1) or (2) above, but with disability 
less than 30 percent—but who shall have completed at least 20 years of 
active service (37 U. 8. C. A. 272 (f)). 

senefit formula same as (1). 

(4) Otherwise eligible under (1) or (2) above, but with disability 
less than 30 percent—with less than 20 years of active service but with 
299 years or more of satisfactory Federal service in the uniformed 
services (37 U. 8. C. A. 272 (g)). 

Lump-sum severance pay equal to 2 months’ basie pay (as defined 
below) multiplied by the number of years of active service. 

Maximum benefit, 2 years’ basic pay, or in lieu of lump-sum severance 
pay, may elect to be transferred to inactive status and to receive retired 
pay upon attaining age 60, if eligible for such retired pay (37 U.S. C. A. 
272 (g)). 

(5) SSahaininn eligible under (1) or (2) above, but with disability 
less than 30 percent—and with less than 20 years’ service (37 U. 8. C. A. 
272 (a), (¢)). 

Lump-sum severance, pay equal to 2 months’ basic pay (as defined 
below) multiplied by the number of years of active service. 

Maximum benefit, 2 years’ basie pay (37 U. 8. C. A. 273). 

“Basic pay,” as here used, is the highest active-duty basic pay (as 
defined in sec. 3 ¢ (1) at time of retirement (or at the due dates of 
retirement payments, if pay acts so provide) of— 

(a) Grade in which serving at time of being placed on disability 
list, or at retirement (separation), whichever is earlier; or 

(b) Temporary grade in which member had ever served satis- 
factorily ; or 

(c) Under certain conditions, grade to which member would have 
heen promoted as a result of physical examination which disclosed 
disability (87 U. S. C. A. 272 (d), 273). 

“Active service,” as here used, is equal to the number of years which 
would be used as a multiplier in the computation of their retired pay, 
except that for Public Health Service Reserves there is special provi- 
sion (37 U.S. C. A. 282). 


Disability retirement benefits (disability not a proximate result of per- 
formance of active duty) : 
Army and Air Force, officers, warrant officers, and enlisted personnel : 


(1) Regular entitled to basic pay, unfit to perform duties of grade by 
reason Of physical disability incurred while entitled to receive basic 
pay (disability not result of duty )—disability incurred after such mem- 
ber has completed at least 8 years of active service—not due to inten- 
tional misconduct or willful neglect or while a. w. 0. 1—disability 30 per- 
cent or more by current VA schedule—disability of a type that may be 
permanent (37 U. S. C. A. 272 (b)). 

If disability is considered temporary, must have physical examination 
at least every 18 months to determine continuance of disability. After 
5 years must either be (a) placed on permanent disability, or (b) re- 
moved from disability list if disability is less than 30 percent and be 
restored to active duty or separated from service (37 U.S. C. A. 272 (e)). 





ai 


If disability is considered permanent, benefit is for life and without 
physical reexaminations (37 U. S. C. A. 272 (b)). 

Monthly annuity during disability equal to 2%4 percent of the monthly 
basic pay (as defined below) multiplied by years of active service; or 
monthly annuity during disability equal to monthly basic pay (as de- 
fined below) multiplied by the percentage of disability, at time of being 
Placed on disability list, or at retirement (whichever is earlier). 

Maximum benefit, 75 percent of such basic pay; minimum benefit, 30 
percent of such basic pay; 50 percent, however, if and while on a tem- 
porary disability retired list. (It would appear possible to read Public 
Law 351 as providing a 50-percent minimum for permanent as well as 
temporary disability. However, all the uniformed services are using 
a 30-percent minimum for permanent disability.) 
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(2) Otherwise eligible under (1) above, but with disability less tha 
30 percent—but who shall have completed at least 20 years of actiys 
service (37 U. S. C. A. 272 (f)). . 

Benefit formula same as (1). 

(3) Otherwise eligible under (1) above, but with disability less tha 
30 percent—and with less than 20 years’ service (37 U. S. ©. A. 272 (h)) 

Lump-sum severance pay equal to 2 months’ basic pay (as ; 
below) multiplied by the number of years of active service. 

Maximum benefit, 2 years’ basic pay (37 U.S. C. A. 273). 

“Basic pay,” as here used, is the highest active-duty basic pay 
defined in sec. 3 c (1)) at time of retirement (or at the due dat 
retirement payments, if pay acts so provide) of— 

(a) grade in which serving at time of being placed on disa 
list, or at retirement (separation), whichever is earlier ; 01 
(bd) temporary grade in which member had ever served satisf 
torily; or 
(c) under certain conditions, grade to which member 
been promoted as a result of physical examination which dis 
disability (37 U. S. C. A. 272 (d), 273). 
Army and Air Force Nurse Corps: Same as in Army and Ai: 
System. 
Navy and Marine Corps: Same as in Army and Air Force Syste 
Navy Nurse Corps: Same as in Army and Air Force System 
Coast Guard: Same as in Army and Air Force System. 
Coast and Geodetic Survey: Same as in Army and Air Force System 
Public Health Service: Same as in Army and Air Force System. 
Reserve components, officers, warrant officers, and enlisted personne 

1. Reserve entitled to basic pay ordered to active duty in ex 
30 days, unfit to perform duties of grade by reason of physica! dis 
incurred while entitled to receive basic pay (disability not result 
duty )—disability incurred after such member has completed 
years of active service—not due to intentional miscondi villfu 
neglect or while a. w. 0. 1—disability 30 percent or more by current 
VA schedule—disability of a type that may be permanent (87 U.8.C.A 
272 (b)). 

If disability is considered temporary, must have physica! « 
at least every 18 months to determine continuance of disability. Afte 
5 years must either be (a) placed on permanent disability, 
removed from disability list if disability is less than 30 pe! 

U. 8. C. A. 272 (e)). 

If disability is considerel rermanent, benefit is for life and \ 
physical reexaminations (37 U. S. C. A. 272 (b)). 

Monthly annuity during disability equal to 2% percent of the m 
basic pay (as defined below) multiplied by years of active service 
monthly annuity during disability equal to: monthly basie pay (as de 
fined below) multiplied by the percentage of disability, at time of being 
placed on disability list, or at retirement (whichever is earlier) 

Maximum benefit, 75 percent of such basie pay; minimum benefit, 30 
percent of such basic pay; 50 percent, however, if and while on a tem 
porary disability retired list. (It would appear possible to read Public 
Law 351 as providing a 50-percent minimum for permanent as well a 
temporary disability. However, all the uniformed services are using 4 
30-percent minimum for permanent disability.) 

(2) Otherwise eligible under (1) above, but with disability less tas 
30 percent, but who shall have completed at least 20 years of active 
service (37 U. 8. C. A. 272 (f)). 

Benefit formula same as (1) above. 

(3) Otherwise eligible under (1) above, but with disability less 1 
30 pereent, with less than 20 years of active service but with 2) yeas 
or more of satisfactory Federal service in the uniformed service 
U. 8. CA. 272 (g) ). 

Lump-sum severance pay equal to 2 months’ hasie pay (as ce" 
below) multiplied by the number of years of active service. ! 
benefit, 2 years’ basic pay; or in lieu of Inmp-sum severance Pt 
elect to be transferred to inactive status ond to receive retired pr" 


4 


attaining age 60, if eligible for such retired pay (37 U.S. ¢ 20° 


n 
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® than (4) Otherwise eligible under (1) above, but with disability less than 
actin 30 percent, and with less than 20 years’ service (37 U. 8. C. A. 272 (b)). 
Lump-sum severance pay equal to 2 months’ basic pay (as defined 

below) multiplied by the number of years of active service. Maximum 


S than penefit, 2 years’ basic pay (37 U.S. C, A. 278). 
 (b)) Basie pay,” as here used, is the highest active-duty basic pay (as 
lefined defined in see. 3 ¢ (1) at time of retirement (or at due dates of retire- 
ment payments, if pay acts so provide) of— 
(a) grade in which serving at time of being placed on disability 
As list, or at retirement (separation), whichever is earlier; or 
ates of (b) temporary grade in which member had ever served satisfac- 
torily ; or 
sabiity (c) under certain conditions, grade to which member would have 
been promoted as a result of physical examinations which disclosed 
atisfac- disability (87 U. 8. C. A. 272 (d)). 
Active service,” as here used, is equal to the number of years which 
would be used as a multiplier in the computation of their retired pay, 
sete except that for Public Health Service Reserves there is special provision 
(37 U. S. C. A, 282). 
r Poree General Motors Corp. : 
(1) Pension plan for hourly rate employees: 
Normal age retirement-Monthly benefit is $1.50 for each year of credited 
service, up to a maximum of 30 years. 
Prenormal age retirement—If retirement is voluntary or results from dis- 
stem charge for cause: Benefits accrued to date of retirement under formula 
described above under “Normal age retirement” are payable commencing at 
ane age 65, or, if employee elects, may commence immediately but in a reduced 
XCeRE of amount to take into account the early retirement. 
ISADINNY If retirement is at option of corporation or under conditions mutually 
Pesuit ot satisfactory to employee and corporation: From date of retirement until 
U least 0 age 65, monthly benefit is $3 times years of credited service up to a maximum 
willful of 30 years. At age 65, benefit is redetermined based on formula described 
current above under “Normal age retirement.” 
8. C. A. Disability retirement: Total and permanent disability benefits are com- 
puted on the basis of the same formula as in case of prenormal age retire- 
rt ment at option of the corporation. 
) ant 2) Salaried employees, part I (noncoutributory) : 

: 7 Normal age retirement: Monthly benefit is %o of 1 percent of average 
— monthly base salary during final 10 years multiplied by the total number of 
Ss years of credited service, up to a maximum of 30 years, subject to provisions 

’ 7 described in item 2 b (2) above. 

Sa Prenormal age retirement: If retirement is voluntary, same as plan for 
aoe ad hourly rate employees. 

Se ta io. if retirement is at option of corporation or under conditions mutually 


sifisfactory to employee and corporation: From date of retirement until 
age 65, monthly benefit is $3 plus %49 of 1 percent of average salary for final 
ponefit, 30 10 years in excess of $250 per month, times years of credited service up to a 
on 0 tol waximum of 30 years. At age 65, benefit is redetermined based on formula 
c 4 Publie (lescribed above under “Normal age retirement.” 

a Disability retirement: Same as in plan for hourly rate employees. 
(3) Salaried employees, part II (contributory) : 
Normal age retirement: The total of future service and past service bene- 
hen fis computed as described in item 3 ¢ (3). 
of active nee age retirement: If retirement is voluntary, same as plan for 

ourly rate employees. 
If retirement is at option of corporation or under conditions mutually 


oe of being 


as well a8 
re using a 


+ Jess than satisfactory to employee and corporation: Benefits accrued to date of re- 

| on years Hrement under formula described above under “Normal age retirement” 

vices (37 are payable immediately without reduction on account of early retirement. 

Disability retirement: Not applicable. 

‘as defined _Lump-sum death benefits: If death occurs prior to retirement, contribu- 
aia <int tions plus interest are returned. If death occurs after retirement, the em- 

o cay, mae ployee’s beneficiary is paid an. amount equal to 50 monthly payments of 

lg Tetirement benefits or 125 percent of employee's contributions, whichever 


8 g 


ot) (2 steater, less the amount of retirement benefits paid prior to death. 
, mative benefits: If an employee elects a joint and survivorship annuity, 
* benefits he would otherwise receive commencing at retirement are actu- 
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arially reduced to take into account the life expectancy and contingent }y 
fit of the contingent annuitant. 

General Electrie Co.: 

future service annuity (on annual basis) equals 40 percent of 
gate contributions of employee. 

Past service annuity (on annual basis) is determined by (a) multiy 
1.165 percent of the “past service earnings” of a man employee, : 1) 
of a woman employee, by a number equivalent to the total number 
years of continuous service which the employee will have at his norm 
tirement date, (0) subtracting from (a) the sum of 40 percent of the firg 
$600 of the employee’s “past service earnings” and 10 percent of the yp 
mainder, up to a maximum of $2,400 of such “past service earnings 
multiplying the net amount determined in (0) by a fraction, the num 
of which is the number of full years of continuous service to September 1 
1946, and the denominator of which is the total number of full years of egp- 
tinuous service which the employee will have at his normal retirems t 

American Telephone & Telegraph Co. : 

Pension: 1 percent of average pay for last (or, at discretion of company, 
highest) 10 years multiplied by years of service. 

Accident death benefit: Up to 3 years’ wages, not to exceed $10,000, unless 
maximum sickness death benefit which could have been paid had death not 
resulted from accidental injury exceeds $10,000. 

Sickness death benefit: Up to $250 or, if greater, an amount com 
according to a schedule under which employee receives maximum benefit 
2 months’ wages plus 1 month’s wages for each full year of service « 
but not over 10. 

Death benefit on death of pensioner: Maximum amount which could | 
been paid as a sickness death benefit if pensioner had died on last day of hi 
active service, reduced by 10 percent for each full year elapsed between 
retirement and death, but not reduced below annual pension allowance, 

Lump-sum benefit: Up to $250. 

United States Steel Corp.: 1 percent of the average monthly earnings of the 
applicant during the last 10 years of service prior to retirement, multiplied | 
the number of years of continuous service (monthly pension), less deductior 
for public pensions and any other deductions. 


e 


(5) What are the maximum and minimum provisions, if any? 


Railroad Retirement Board: 

No absolute maximum, but largest age or disability retirement ann 
now payable is $165.60. Larger annuities will be possible after 1966 whet 
more than 30 years of service may be credited. 

Minimum annuity: For employees with current connection with railroa 
industry, annuity will not be less than least of following three amounts 
(a) 4.14 times years of service, (0) $69, or (c) average monthly com 
pensation. 

Special minimum provision (retirement benefits) : Guarantees that tot 
retirement benefits to employee and his family under both Railroad Retir 
ment and Social Security Acts will not be less than benefits would be unt 
Social Security Act if his railroad employment after 1936 had been creditabl 
under that act. 

Maximum annuity for a wife is $40. No minimum. 

Survivor annuities: The total of monthly survivor benefits payable on t 
death of an employee may not be more than $160 or 224 times the bas 
amount. For this purpose the total is taken before individual benefits a 


reduced on account of other benefits payable to the same beneficiary, 


before any benefits are withheld because of employment, failure of a cil 
to attend school, or failure of a widow to have a child in her care. Alsot 
total, after reduction but before withholding, may not be less than $14 
it is necessary to decrease the total of two or more benefits to the maxim 
or to increase the total of two or more benefits to the minimum, the decrea 
or increase is made in each benefit on a proportionate basis. 
If the social-security minimum guaranty is applicable, the maxim! 
family benefit is $168.80. 
Social Security Administration: . 
Following are the maximum and minimum monthly benefits payab™ 
individuals under the old-age and survivors’ insurance benefit form 
amended in 1952: 
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Maximum | Minimum 
Worker’s old-age benefit__-. eenencvecasoneccesces 2 — — feel $85. 00 | $25. 00 
supplementary benefits (wife’s, husband’s, or child’s benefit) _- : 42. 50 | 12. 50 
survivor benefits (widow’s, widower’s, mother’s, parent's, or child’s ! 


1 
henefit)...--n--caccwecseceeceennccsseenenncerecesnneesenseseseccneses | 63. 80 | 18. 80 


1 Where there is only 1 child. If there is more than 1 child, the maximum and mini- 
mum are somewhat lower for each child. See sec. 3 b (4). 

The maximum lump-sum death payment is now $255. The minimum 
jump sum payable to a qualified widow or widower is $75; where the lump 
sum is paid as a reimbursement for burial expenses, there is no minimum, 

Maxima and minima for individual monthly benefits are subject to the 
maximum provisions for family benefits—family benefits meaning all month- 
ly benefits based on one worker’s wage record. Family benefits may not 
exceed $168.75 or 80 percent of the worker’s average monthly wage, which- 
ever is less, except that the 80-percent maximum cannot reduce the total 
family benefits below $45. There is no specified minimum for family benefits. 

Civil Service Commission: Basic annuity is limited to 80 percent of average 
alary. Maximum annuities for children are given in 3c (4) above. There is 
po minimum. 

Department of Defense: See item 3 ¢ (4). 

General Motors Corp.: 

(1) Pension plan for hourly rate employees: 

Normal age retirement: The minimum monthly benefit, including 
primary social-security benefit, is $4 for each year of credited service, 
up to a maximum of 25 years. 

Disability retirement: Minimum monthly benefit, $50 a month. 

2) Salaried employees, part I (noncontributory) : 

Normal age retirement: Minimum monthly benefit is %o of 1 percent 
of average salary in excess of $250 per month during final 10 years times 
years of credited service up to a maximum of 30 years, plus the greater 
of (1) $1.50 times number of years of credited service, subject to a 
maximum of 30, or (2) the amount by which $4 times number of years 
of credited service, not in excess of 25, exceeds the employee’s primary 
social-security benefit. 

Disability retirement: Minimum monthly benefit, $50 a month. 

Maximum benefit is $1,250 per month. 

Maximum total benefit including contributory benefit is $40,000 per 
year. 

(3) Salaried employees, part II (contributory) : 

Normal age retirement: Minimum past service and future service 
benefit combined—$20 per month for employees who have received a 
base salary of $250 or more per month for at least 5 years just prior 
to retirement, and who have contributed while eligible to do so since 
July 1, 1945. 

Prenormal age retirement: No minimum. 

Maximum annual past service benefit is $5,000. 

Maximum total benefit including noncontributory benefits is $40,000 
per year. 

General Electric Co.: Amount of pension is determined by earnings and period 
of contribution with no maximum or minimum provisions as such. However, 
there is a guaranteed minimum retirement-income provision for long-service 
employees. The guaranteed minimum retirement income, including social secu- 
rity, is $125 a month for employees retiring at normal retirement age with 25 
years’ credited service. This guaranty reduces proportionately for lesser service 
(down to 15 years) and for early retirement. The minimum disability pension 
is $80 per month. 

American Telephone & Telegraph Co.: 

Minimum pension: For full-time employees with 20 years’ service, $75 
to age 65 and $100 after 65, including social-security insurance benefit. 
Smaller discretionary amounts for part-time employees or employees with 
less than 20 years’ service. 

Maximum pension: None. 

Minimum death benefit, active employees: 2 months’ pay. 

Minimum death benefit, retired employees: 1 year’s pension. 
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Maximum death benefit, active and retired employees: 1 year’s pay 
Minimum pension: For full-time employees with 20 years’ seryiee go: 
United States Steel Corp.: A minimum pension (including public pension , 
$100 a month for normal retirement with 25 years’ or more service. [or oy. 
ployees with 15 to 25 years of service, a minimum pension (including publi 
pension), is provided in the proportion which their years of service bear to » 
being $60 in the case of an employee with 15 years of service. A minimum pen. 
sion of $50 per month to an employee receiving a disability pension js aly 
provided until attainment of age 65 when the minimum for a normal retire 


ment 
would apply. 


d. How many employees were awarded benefits last year (by type of benefit)+ 
Railroad Retirement Board: Number of benefits awarded in 1951, by type ot 
benefit : 
Type of benefit 
BOD: SN acetal acces abba cals pens sn tenn ihe 


Retirement annuities, total 


g 
Disability 
Wives 


Survivor annuities, total 


Aged widows 

Widowed mothers 

CINE Dilkaicsncncnsimsinemnnwnne tidied aed mamnnane 
Parents 

Survivor (option) 


Lump-sum benefits, total 


Insurance 
Residual 
1Insurance and residual lump-sum benefits were paid to 30,548 and 11,933 ind- 


vidual beneficiaries, respectively. Of these, 2,361 received both types of lump-su 
payments and are included in both figures. 


Social Security Administration : Monthly benefits awarded, calendar year 1951; 


Ter Oe iit cicinthins tniniiintdintnibtimaitmbcielaimlemawane -- 702,984 
Wife’s or dependent husband's benefit 

Child’s benefit 

Aged widow’s or dependent aged widower’s benefit 

Mother’s benefit 

Aged dependent parent’s benefit 


RT I ithe asia tal ai a sean 1, 336, 482 


In addition to the monthly benefits awarded under old-age and survivors 
insurance, 431,000 lump-sum death payments, based on the wage records of 
414,000 deceased workers, were awarded in 1951. 

(It should be noted that these figures are for the number of awards; the 
number of individuals receiving awards is of course somewhat smaller, 8s 
some individuals were awarded two different types of monthly benefits, or 
both a lump-sum death payment and a monthly benefit.) 


Civil Service Commission: See exhibit H, table 1, employee annuitants added 
to the roll during the fiscal year ended June 30, 1951; and table 2, survivor 
annuitants added to the roll during the fiscal years 1941 to 1951, for annuity 
benefits awarded in fiscal year 1951. For lump-sum benefits, number of paymenls 
in year were: 

De chilis GE ee eee ee ee pea) manne 4, 387 


Deceased annuitants eae 1, O84 
Living separated employees (refunds) ~-..---..--------------- - 166, Me 


178, 933 
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38, 530 


20, 770 
9, 669 
3, 091 


— 


23, 174 
12, 075 
8, 080 


” =0¢ 
‘, 732 


129 
208 


29, 716 
21, 065 
78 651 
33 indi. 
imp-sum 


r 1951; 
(02, 984 
228, R87 
250, 500 
89, 501 


sO 99 


Ow 


6, 147 
336, 432 


rvivors 
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ds; the 
ller, as 
‘fits, or 


} added 
urvivor 
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yments 


4, 387 
7, 584 
166, 962 
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Department of Defense: 


Age and Disability 


| service 
— —_—— — _ ee oo ——-$ ——____——_ 
Army : a . - ‘ : : 1,321 | 6, 136 
Navy dn acckbielmoue ae 909 | 2, 789 
Merine Corps. ..--. ‘iets s : cada | 57 | 1, 971 
Air Foree ccecececeeh - | 1 


pieces eae 192 , 517 


General Motors Corp.: Since the noncontributory pension provisions have been 
in effect for such a short time, answers to this item would not be significant. 
General Electric Co.: Beneficiaries awarded benefits in 1951: 


Normal . cemcscataanteigetn goood lidhdloechihikacerdichancitbeahnh aadiecabaleninstade weetncantiguiia 1, 157 
OCOD .s-annasectenenebienigns aateameminiontiarannnnsiaiastoninaciopadaeaanitinenia eecihiiininire labia’ 379 
ihe AG ita cile ari ceoerereceinsemcinnienonuicnststimanartittepmnianagagtanaiate 91 
WH it ochre Wa aU es ices ssn cissonrnsincnicheecnettt Nb alc 18 
Deemntha, Tien UN NE i cercergncnsi cee webb at Eble etic ce cea ii toe des 141 

TORT ogo a ee eeerecal core ete slew sae we A lat ae ata he sp cing Peel 1, 786 

American Telephone & Telegraph Co.: Awards in 1951: 

Sher vice , UI S cntin silcntek Ch ehcenabinsais eesintchralebiahbeaiales 3, 103 
Dyisten Da UUAE i irra deadline tla Sica cnt nite cena alae 396 
Denth  Demimcakedeteteseibtitie Sciatic anindineeman tad Not available 


United States Steel Corp. : About 2,800 employees were granted benefits in 1951 
of which about 23 percent were for disability retirement. 


e. How many beneficiaries are now (specify date) on the rolls (by type of 
benefit) ? 


Railroad Retirement Board : Number of beneficiaries in current-payment status 
August 1952: 
TO sak tale eit seerettitninceccceidinci ciel ah ec sane th elt aae 509, 295 
Beet rea Beets enti insoeceisichiertencatinionsrartkacnceenteiastnicieekeoateieaa 264, 430 
a ecards siatdaeas tigate ks ihart alae lintel pedicticne _. 187, 466 
DINED canseienis awe cae mmnniniein ects necting ities 76, 964 
PR a i Se eaten ce teeta tessinciaibet es 5, 568 
Wiver’  aUIIiiiase ec eiticwrnc connnecntenmsccapenenes eantelien , 84, 687 
Bap) "we No Sidicicocndnseptitinidmten nie tdi tatieimshallie 89, 72 
Wy Rm Mr CUTIE isi cr cass censsnniecsscsctesteioninstsintecaiem dial el 12, 770 
CURT A a Bi a a on sr an ele eh inns ee ica ee 46, 594 
TORE 5 I ci hchchiateesstyipicas tated aceasta 1, 092 
Survivor (option) annuities *_.........- assent pipes ie a de eae Raid 4, 433 


*About 3,600 widows are receiving both an insurance and survivor (option) annuity 
and are included in both figures. 


Social Security Administration: Number of beneficiaries receiving monthly 
benefits, June 30, 1952: 





Beef) WI Fe Pe se is Sp rt oe 2, 372, 308 
Wives OF Gepemuene meneanee 0 OS ee Sacco 668, 297 
COAT OR cissescasdocawsce be dbnihnetlscamiaiis. bockstausbicmcatdaihededd Junkins tid Labbided 896, 820 
Aged widows or dependent widowers____________-_-__»_-_-_-_-_- - 421,730 
Oe. esinene ‘sinipiasdcueetmatccmmas 214, 030 
pM EE ee ee ae 20, 616 

OURY alibi ae alee eine ch cca ai bic riensseeaes eile bee dicerecatn teins incdss os 4, 593, 801 


Civil Service Commission: See exhibit H, table 3, Employee annuitants on 
the roll as of June 30, 1951; and table 4, Survivor annuitants on the roll as of 
June 80, 1951, for beneficiaries on rolls June 30, 1951. 
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Department of Defense : 


|Age and service 


Army ‘ dnbeonusienditniapaienninte 25, 665 
Navy _-- ibidainsotideaheae 1 39, 064 | 
Marine Corps...-.- ip leechers m 22,973 | 
I, Be ccctiies costae os ee 4,814 | 





1 Includes 10,403 fleet reserves. 
2 Includes 2,973 fleet reserves. 
General Motors Corp.: Since the noncontributory pension provisions have beep 
in effect for such a short time, answers to this item would not be significant, 
General Electric Co.: Beneficiaries on rolls June 1, 1952: 
Normal 
Optional 
Disability 
Withdrawals with vested rights 
Death benefits and other 


Total 


American Telephone & Telegraph Co,.: On rolls as of December 31, 1951: 
og | ee iniiadncs OG. Ome 
BGR EY: DOOD incites a ncihanetpentnaiimmamainialaie pt @ te 
Death benefits Not available 


United States Steel Corp.: As of September 30, 1952, there were about 7,100 
retired employees receiving pensions under the 1950 noncontributory pension 
rules and of these about 18 percent were receiving disability pensions. It is 
considered that this figure has little significance since it applies only to retir 
ments which have occurred since February 28, 1950. 


f. For each type of benefit exclusive of the social-security part, if any, what is: 
(1) The mavimum now being paid? 
(2) The minimum now being paid? 
(3) The average now being paid? 


Railroad Retirement Board: Maximum, minimum and average monthly benefits 
being paid September 1952: 


Maximum | Minimum 


Type of benefit amount! | amount? 





Monthly benefits in current-payment status: | 

Age annuity $165. 60 4 $2. 50 $0 

Disability annuity-..._-- . ied Z 165. 60 42.50 92.8 
Pension... ee on | 165. 60 45.00 79. 
Spouse’s annuity... ............----- 42. 50 36. 40 
Aged widow's annuity Sole eae 53. 45.00 41. 
Widowed mother’s annuity-. 3. | 45.00 48. 8 
Children’s annuity . 53. 80 | * 5.00 32 0 
PE 6 i accnccdntitecnhiwene J ¢ 45.00 38.9 


1 Excludes exceptional cases where 1 member of a family may also be receiving benefits for other 
members of that family under the social-security minimum guarantee provision. 

2 If a retirement annuity amounts to less than $2.50 a month, or a survivor annuity to $5 or less 3 
month, a full settlement is made in 1 | ump-sum payment equal to the actuarial value of the monthly 
installments. 
= Estimated to reflect the adjustments required under the 1952 amendments to the Social Secu 

ct. 

4 Approximate. 
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Social Security Administration: Maximum and minimum monthly benefits 
payable and average monthly old-age and survivor insurance benefits being paid 


June 30, 1952: 








. Maximum | Minimum Average 
Type of benefit amount amount amount 
| | 

Woortees th CNA-WRD OI inion nec nen en ecnenes $85. 00 $25. 00 $41. 98 
Wife’s or dependent husband’s benefit_.____._...___- weil 42. 50 12. 50 22. 70 
Cin We xo chttaitenanane<nice> Secrnneeecenteen | 63. 80 18. 80 26.77 
Aged widow’s or dependent aged widower’s benefit _____ 63. 80 18. 80 35. 05 
Mother’s Wesel s tent sate Slt. 63. 80 18. 80 32. 95 
63. 80 18. 80 36. 60 


Aged dependent parent’s benefit_...............-.-.---- 


1 Where the child’s benefit is a mptoneniary benefit to a living worker’s old-age benefit, the maxi- 
child in a survivor family, the maximum and minimum 


mum is $42.50. Where there is more than one 
are somewhat lower for each child. 





Civil Service Commission: Maximum and minimum amounts now being paid 


are not available for each type of benefit. 
Annuitants on the Roll as of June 30, 1951; and table 5, Number 


See exhibit H, table 4, Survivor 


of Employee 


Annutiants and Survivor Annuitants on the Roll, by Rates of Annuity, and Aver- 
age Annuity for Certain Fiscal Years, for size distributions of annuity benefits 


in force June 30, 1951. 


See exhibit H, table 3, Employee Annuitants on the Roll as of June 30, 1951; 


and table 4, Survivor Annuitants on the Roll as of June 30, 1951, 


annuity benefits being paid June 30, 1951. 
fiscal year 1951 are as follows: 


for average 


Average lup-sum benefits paid in 





nes cs einen teaches $911 
I es sith cit Secchi de corner etebinesn ace 520 
Living separates empioyecs (refands) ............................... 2 389 


Department of Defense: 
(1) $8,936.46 per year for each department, for age, service and disability 


retirement. 





(2) Age and service 


SE iiircicdsepmenimmiien seni wicinn-< CE EE icthsare cine tieseicnmeniiih 


$192 per year. 


Navy  ecany dea atan | 305.28 per year -. 
Be COR. ob Saneeddindenecidacss.| CREO IIT FONE sn ddecucee 
Air Force SOF Der FOO . 26. es sesucs 


ee -} 


(3) Average annual benefits in fiscal year: 


Disability 


$299.52 per year. 
308. 88 per year. 
299. 52 per year. 
299.52 per year. 





Age and service Disability 
Army -) abana $2, 469 $2, 525 
Navy Sl la a a 2, 265 2, 507 
SE SIRES CE ee ie augue conc ckaRbics cdaakwaucdka ws 2, 458 2,122 
of eee ea » 2, 363 | 2, 268 


General Motors Corp.: Since the noncontributory pension provisions have been 
in effect for such a short time, answers to this item would not be significant. 


General Electrie Co. : 
(1) Not available. 
(2) Not available. 
(8) Average benefits on June 1, 1952: 





Male 
ditt tale alah ante bin nn ccisipciapitgeorementerenenaen $69 
eee Ee A ee 89 
ee ee nt 2 eee ws cudacdieewe | 8&3 
Withdrawals with vested rights..................-.-------------- } 7 


Female 
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American Telephone & Telegraph Co. : 
(1) As of December 31, 1951, for full-time employees: Service pension 
7,786 monthly ; disability pension, $208 monthly ; death benefit, not availabie 

(2) As of December 31, 1951, for full-time employees: Service pensiop, 
$31.50 monthly ; disability pension, $7.53 monthly ; death benefit, not availabje 

(3) As of December 31, 1951, for full-time employees: Service pension, 
$91.39 monthly; disability pension, $68.06 monthly; death benefit, not 
available. 

United States Steel Corp. : 

(1) There is no provision for any maximum pension, the pension being 
computed in accordance with the formula described under 3 ¢ (4) above. 
As an example, an employee whose average annual compensation for 10 years 
prior to retirement was $10,000 and who had 40 years of service would receive 
a yearly pension of $4,000. Assuming the social-security benefit to be $85 per 
month, or $1,020 per year, the corporation would provide $4,000 minus $1,020 
or $2,980 per year. If the amount of social-Security benefit should be in. 
creased, the part of the pension provided by the corporation would be re. 
duced. 

(2) If the minimum pension computed in accordance with the formula 
described in 8c (4) and (5) above amounts to less than $5 after deduction 
of public pension, a lump sum of equivalent actuarial value is paid and if 
the lump sum so computed amounts to less than $50, a lump-sum payment 
of $50 is made. 

(3) The total pensions paid in 1951 under the 1950 noncontributory pen- 
sion rules, after deduction of public pensions, was about $3,500,000. It is 
considered that this figure has little significance in view of the fact that it 
applies only to retirements which have occurred since February 28, 1950 
(including separations which occurred in the 24 months preceding March 1, 
1950). 


g. What was the total paid in benefits last year (1951) 


(1) In dollarst 


Railroad Retirement Board : $330,975,633. 
Social Security Administration : $1,885,200,854. 
Civil Service Commission : 
Annuity payments: 
Retired employees $187, 300, 000 
Survivor annuitants 11, 400, 000 
Lump-sum payments: 
Deceased employees 4, 000, 000 
Deceased annuitants 8, 900, 000 
Living separated employees (refunds) 64, 900, 000 
271, 500, 000 
Department of Defense: 
Army: 
Age and service : 63, 048, 300 
Disability 104, 303, 088 
Navy: 
Age and service * 88, 092, 298 
ec ec ae ia a pe eon oni 29, 602, 852 
Marine Corps: 
Age and service 
Disability 5, 565, 10 
Air Force: 
Age and service 11, 217, 231 
Disability 21, 344, 040 
1 Includes retainer pay of Fleet Reserves. 


General Motors Corp. Since the noncontributory pension provisions have bee? 
in effect for such a short time, answers to this item would not be significant 

General Electric Co. : $11,768,000. 

American Telephone & Telegraph Co. : 


Service pensions $25, 093, 000 
Disability pensions 2, 331, 000 
Death benefits 4, 467, 000 
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United States Steel Corp. The total pensions paid in 1951 under the 1950 non- 


on contributory pension rules, after deduction of public pensions, was about $3,500,- 
— 0, It is considered that this figure has little significance in view of the fact 
lable. that it applies only to retirements which have occurred since February 28, 1950 
asion, ‘ineluding separations which occurred in the 24 months preceding March 1, 1950). 
» Not (2) As a percent of total payroll? 
Railroad Retirement Board: 5.4 percent. 
being Social Security Administration : Not available. < 
above Civil Service Commission : Precise payroll figures for retirement coverage not 
years available. Best estimate is one based on deductions (at 6 percent) from em- 
eceive ployees’ salaries. Deductions amounted to $368,500,000 in fiscal year 1951, in- 
85 per dicating salaries of $6,141,300,000 subject to deductions. Benefit total is 4.42 
$1 020 percent of this figure. 
be in. Department of Defense: 
be re- Army: Percent 
De Ce eerie te te einen intend ce ncigecnncacnesmaebintaniaanies 2.0 
rmula DING sires hanes tenktn cision osa esti acticinsinne ines aaitairaalaien vhildagiglaetot 3.0 
uction Navy . 
and if eh TI aii oir c pienso ae aces nc sci ke ie *3.4 
yment Doc coat in niec steko ence ae naa terns encanta t comers 2.2 
Marine Corps: 

y pen- bee GRR WN eis iit ccceciinn iced cece sbcialeimniiataa hee 

It is TT tee sine ns) erniarecceenterscncaeeontinin la oeaeanen do 
that it Air Force: 
, 1950 Age amd WeNiatik hoi hb cia hh india een 4 
arch 1, Disability... siucinilllla os i lta tts iiciay ict chin teeapncitts cami te linachista btn ktaode 8 


Includes retainer pay of Fleet Reserves. 























General Motors Corp.: Since the noncontributory pension provisions have been 
in effect for such a short time, answers to this item would not be significant. 

General Electric Co.: 1.383 percent. 

American Telephone & Telegraph Co. : 


* emma UU aha oasis tds tna acon ab aatlaaainine 1.38 

Booman Poth S Cy ~ ai cia cciceenccmvcinoanscchacvngehenicpaniasiins nada aicaciniaatel ee sin 

100, 000 open. Re muU caesarean sect staan hie heanakecebig es eciascioesianiib asain coses . 24 
4100, 000 United States Steel Corp.: The total pensions paid in 1951 under the 1950 non- 


contributory pension rules after deduction of public pensions, was about 


00, 000 $8.500,000. It is considered that this figure has little significance in view of the 
100, 000 fact that it applies only to retirements which have occurred since Feb. 28, 1950 
100, 000 (including separations which occurred in the 24 months preceding Mar, 1, 1950). 
x (3) As @ percent of total payroll exclusive of individual earnings in ex- 
500, 000 
cess of $3,600 per year? 

Railroad Retirement Board: 6.5 percent (exclusive of individual earnings in 
043, 300 cess of $300 per month). 
303, 088 Social Security Administration: As a percent of total taxable payroll: 1.6 

percent. 
092, 288 


Civil Service Commission: Best available estimate of individual earnings in 
Xcess Of $3,600 is based on a salary study of full-time Federal employees in con- 
inental United States (not limited to civil service retirement coverage) as of 
vine 30, 1951. Total of annual rates of 2,121,000 employees included in the 
tudy is $7,383,800,000. Limit of $3,600 would reduce this to $6,630,000,000, 
hich is 89.79 percent of the total. If actual salary payments to employees 
uder retirement. coverage is affected similarly, then benefits paid in fiscal year 
oa wane be 4.92 percent of payroll, exclusive of individual earnings over 
600, 

Department of Defense: Not applicable. 

General Motors Corp.: Since the noncontributory pension provisions have 
been in effect for such a short time, answers to this item would not be significant. 
General Electric Co.: Not available. 

American Telephone & Telegraph Co.: Not available. 

United States Steel Corp.: This figure is not readily available. 
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American Telephone & Telegraph Co. : 

(1) As of December 31, 1951, for full-time employees: Service pension 
$7,786 monthly ; disability pension, $208 monthly ; death benefit, not available 

(2) As of December 31, 1951, for full-time employees: Service pension, 
$31.50 monthly ; disability pension, $7.53 monthly ; death benefit, not ay ailable 

(3) As of December 31, 1951, for full-time employees: Service pension 
$91.39 monthly; disability pension, $68.06 monthly; death benefit, not 
available. 

United States Steel Corp. : 

(1) There is no provision for any maximum pension, the pension being 
computed in accordance with the formula described under 3 ¢ (4) above 
As an example, an employee whose average annual compensation for 10 years 
prior to retirement was $10,000 and who had 40 years of service would receive 
a yearly pension of $4,000. Assuming the social-security benefit to be $85 per 
month, or $1,020 per year, the corporation would provide $4,000 minus $1,020 
or $2,980 per year. If the amount of social-Security benefit should be in. 
creased, the part of the pension provided by the corporation would be re- 
duced. 

(2) If the minimum pension computed in accordance with the formula 
described in 8c (4) and (5) above amounts to less than $5 after deduction 
of public pension, a lump sum of equivalent actuarial value is paid and if 
the lump sum so computed amounts to less than $50, a lump-sum payment 
of $50 is made. 

(3) The total pensions paid in 1951 under the 1950 noncontributory pen- 
sion rules, after deduction of public pensions, was about $3,500,000. It is 
considered that this figure has little significance in view of the fact that it 
applies only to retirements which have occurred since February 28, 1950 
(including separations which occurred in the 24 months preceding March 1, 
1950). 


g. What was the total paid in benefits last year (1951) 


(1) In dollars? 


Railroad Retirement Board: $8330,975,633. 
Social Security Administration : $1,885,200,854. 
Civil Service Commission : 
Annuity payments: 
Retired employees $187, 300, 000 
Survivor annuitants 11, 400, 000 
Lump-sum payments: 
Deceased employees 4, 000, 000 
Deceased annuitants 3, 900, 000 
Living separated employees (refunds) 64, 900, 000 
271, 500, 000 
Department of Defense: 
Army: 
Age and service 63, 043, 300 
Disability 104, 303, 088 
Navy: 
Age and service 188, 092, 293 
I alin cinsiue sehecbiniaiesniadianisiaa staat cacnig asin ediatani me ti eet ieanacehin 29, 602, 852 
Marine Corps: 
Age and service 
Disability 5, 565, 100 
Air Force: 
Age and service 11, 217, 231 
Disability 21, 344, 040 
1 Includes retainer pay of Fleet Reserves. 


General Motors Corp. Since the noncontributory pension provisions have been 
in effect for such a short time, answers to this item would not be significant 

General Electric Co.: $11,768,000. 

American Telephone & Telegraph Co. : 


Service pensions $25, 093, 000 
Disability pensions 2, 331, 000 
Death benefits 4, 467, 000 
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United States Steel Corp. The total pensions paid in 1951 under the 1950 non- 
contributory pension rules, after deduction of public pensions, was about $3,500,- 
00, It is considered that this figure has little significance in view of the fact 
that it applies only to retirements which have occurred since February 28, 1950 
‘including separations which occurred in the 24 months preceding March 1, 1950). 


(2) As a percent of total payroll? 

Railroad Retirement Board: 5.4 percent. 

Social Security Administration: Not available. 

Civil Service Commission; Precise payroll figures for retirement coverage not 
available. Best estimate is one based on deductions (at 6 percent) from em- 
ployees’ salaries. Deductions amounted to $368,500,000 in fiscal year 1951, in- 
dicating salaries of $6,141,300,000 subject to deductions. Benefit total is 4.42 
percent of this figure. 

Department of Defense: 


Army: Percent 
eee Ce ticle ristiterecn ees tips ns ic cachihtneeenincavighhennintea 2.0 
REIN aig antecedent arene ea ercagescinccer niet cage cnhabstedeinphettiadinpal anid ee 3.0 

Navy: 

i Soe III ro ccm ccieociteenptemaon bende Rieck etalk 13.4 
POUR eat crcatteeagres tete oven seal a atch ono ease acaba, eo cules 1.1 

Marine Corps: 
ge ee ee nen ee ee *s 
Sa ci i eeeiaiaaaetl a) 

Air Force: 

Ase GG CUT iitesid tidied abctiiass enn cient ive. 4 
Dil en aah alates iia oie sii outed beanies 8 


‘Includes retainer pay of Fleet Reserves. 


General Motors Corp.: Since the noncontributory pension provisions have been 
in effect for such a short time, answers to this item would not be significant. 

General Electrie Co.: 1.33 percent. 

American Telephone & Telegraph Co. : 


* SUES. ccc dion matic nstenlinsndciegaenescn bilan beanie 1. 33 
Began Ra ap ar aN cn icp ci wicecletaen cases civicisieusia etaemalinidninsiggigcan aa 
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United States Steel Corp.: The total pensions paid in 1951 under the 1950 non- 
contributory pension rules after deduction of public pensions, was about 
$.500,000. It is considered that this figure has little significance in view of the 
fact that it applies only to retirements which have occurred since Feb. 28, 1950 
(including separations which occurred in the 24 months preceding Mar. 1, 1950). 


(3) As a percent of total payroll exclusive of individual earnings in ex- 
cess of $3,600 per year? 


Railroad Retirement Board: 6.5 percent (exclusive of individual earnings in 
excess of $300 per month). 

Social Security Administration: As a percent of total taxable payroll: 1.6 
percent. 

Civil Service Commission: Best available estimate of individual earnings in 
excess of $3,600 is based on a salary study of full-time Federal employees in con- 
tnental United States (not limited to civil service retirement coverage) as of 
June 30, 1951. Total of annual rates of 2,121,000 employees included in the 
study is $7,383,800,000. Limit of $3,600 would reduce this to $6,630,000,000, 
which is 89.79 percent of the total. If actual salary payments to employees 
wder retirement. coverage is affected similarly, then benefits paid in fiscal year 
ae be 4.92 percent of payroll, exclusive of individual earnings over 

Department of Defense: Not applicable. 

General Motors Corp.: Since the noncontributory pension provisions have 
been in effect for such a short time, answers to this item would not be significant. 

General Electric Co.: Not available. 

American Telephone & Telegraph Co.: Not available. 

United States Steel Corp.: This figure is not readily available. 
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h. What was the average age at retirement in recent years? Give yen, of 
retirement and type of benefit : 


Railroad Retirement Board: Average age on date annuity began: 


— — D 


— 
| Age annuities 
| 
| 


Full Reduced 


- 
For awards in— | Total 
} 


1948____. 

1949 

1950 
January-November 1951 


Social Security Administration: Average age at time of award of old-age 
insurance (primary) beneficiaries: 


Year of award 
Males 


69.3 
68.7 
68. 5 


1951 
1950... 
1949... 


Civil Service Commission: See exhibit H, table 1, employee annuitants added 
to the roll during the fiscal year ended June 30, 1951. Average age at retirement 
for recent earlier years has varied little from 1951 figures. 


Department of Defense : 


Age and service, 
fiscal year 


1951 1952 


Army: 
Regular officers... 
Reserve officers 
Navy: 
Officers 
Enlisted 
Marine Corps: 


Officers 


Enlisted 
Air Force 





1 Temporary. 
1 Permanent. 


General Motors Corp.: Since the noncontributory pension provisions have been 
in effect for such a short time, answers to this item would not be significant. 
General Electric Co.: Average age at retirement in 1951: 


| Male Female 





Normal. 
Optional . . 


Uecs<< 
Combined... --....- 
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year of 
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American Telephone & Telegraph Co. : 














| 1950 1951 
Service pensions: a 63 63 
Male me ee 58 58 
Female 
Disabi a» ils 47 +. = 49 18 
wamthe <5 cn cece cseeenos een ; :  Souneeee 45 45 


United States Steel Corp.: The average age of those retiring during the year 
1951 was 64 years, normal retirement 65-plus years and disability retirement 
§8-plus years. 


i What was the average number of years of service for recent retirements? 
Give year of retirement and type of benefit 


Railroad Retirement Board: Average years of service: 





si : Allan- | Full Reduced | Disabil- 
wor awards in nuities | age | age ity 
- — omnis tae -—— | -— -——|—-—-___; = 
eats es! elt Te Fo std dnaseee suis me 24. 2 | 24.0 30.0 | 24.6 
1949 sibbuntstUsnbOhh chek eee RM Ain eiddee~ ddtion 24.3 23.7 30.0 | 24.9 
1950 ‘ terete cath teienaianehis ie be wit ener ce 23.3 22. 4 30.0 24.6 
January-November 195].-.........-.-- 6 2 22. 2 30.0 24.6 





Social Security Administration: Not available. Years of service, as such, are 
not used in the old-age and survivors insurance benefit formula. 

Civil Service Commission: See exhibit H, table 1, employee annuitants added 
to the roll during the fiscal year ended June 30, 1951. 

Department of Defense : 


Age and service, | Disability 
| fiscal year fiscal year 





1951 1952 1951 1952 
ha po ake Sr anit Serer: eae 
EES Seat teinitirn intern heshmenhasiinndeancunend Ss apemeandl | |) ) 26.0 
Navy: | | 
CS ie tilecihil, atin: dl a sthats ici tiattlaitie eonnenecee-} 29.8 | 30.4 17.7 17.6 
I ete rs ktieneel 29.8 | 30.0 | 8.7 8.7 
Marine Corps: | | 
. » 110.5 7.4 
SM coninnittcehs te =| 208] 3.0 it ae ae 
129.5 : 
RN Gites arate it edd | 25.3 | ms K sagt ee 





! Temporary, 
+ Permanent, 


General Motors Corp.: Since the noncontributory pension provisions have been 
in effect for such a short time, answers to this item would not be significant. 
General Electric Co.: Average service for beneficiaries on the rolls June 1, 1952: 


Male | Female 





25 | 19 
24 | 13 
[ =| 26 
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American Telephone & Telegraph Co. : 


Service pensions 
Male 
Female 
Disability pensions 
Male 
Female__. 


United States Steel Corp.: Not available. 


4. COORDINATION WITH SOCIAL SECURITY 


a. Are benefits under your plan in addition to social-security benefits? 

Railroad Retirement Board: See 4d (1). 

Social Security Administration: Not applicable. 

Civil Service Commission: Civil-service retirement benefits are not related to 
social-security benefits. Individual eligible for both may receive them cop. 
currently. 

Department of Defense: Yes. 

General Motors Corp. : 

(1) Pension plan for hourly rate employees: Yes, except that employee's 
primary insurance benefit is taken into account in determining minimum 
benefit (see item 3 ¢ (5) above). 

(2) Salaried employees—part I (noncontributory): Same as plan for 
hourly rate employees. 

(3) Salaried employees—part II (contributory) : Yes. 

General Electric Co.: Under the present basic pension plan, pensions are com- 
puted independently of social-security benefits so that total retirement income 
includes both. Social-security benefits are considered only when the guaranteed 
minimum provisions are applicable. When the total of both benefits is less than 
the guaranteed minimum income applicable to age and service at retirement, an 
additional payment is made to increase the total to the guaranteed minimum. 

American Telephone & Telegraph Co.: See 4 d. 

United States Steel Corp.: The benefits under the plan are in addition to social 
security benefits to the extent that the benefits under the plan exceed the social 
security benefits. 


vb. Are social-security benefits deducted from benefits of your plan? 


Railroad Retirement Board: There is a limited restriction against receiving 
benefits under both the Railroad Retirement Act and the Social Security Act. 
See 4d (1). 

Social Security Administration: Not applicable. 

Civil Service Commission: No. 

Department of Defense: No. 

General Motors Corp. : 

(1) Pension plan for hourly rate employees. See answer to item 4 (a) 
above. 

(2) Salaried employees—part I (noncontributory): Same as plan for 
hourly rate employees, 

(3) Salaried employees—part II (contributory) : No. 

General Electric Co. : Under the General Electric pension plan in effect prior to 
September 1, 1946, social-security primary benefits were deducted from the pen- 
sion income calculated under that plan. Under the plan in effect since Septem- 
ber 1, 1946, social-security benefits are in addition to the General Electric pension. 

American Telephone & Telegraph Co.: Yes. 

United States Steel Corp.: Public pensions, both those under the Social Secv- 
rity Act and under the Railroad Retirement Act, are deducted from the benefits 
computed in accordance with the 1950 noncontributory pension rules. 


c. If in addition, what is the average combined benefit? 


Railroad Retirement Board: Not applicable. 
Social Security Administration: Not applicable. 
Civil Service Commission : Not available. 
Department of Defense: Not available. 
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General Motors Corp. : Since the noncontributory pension provisions have been 
in effect for such a short time, answers to this item would not be significant. 


General Electric Co. : 


Annual estimated retirement income 
at normal retirement age for men, 
including: General Electric pen- 
sion, social security, and addi- 

Level annual earnings tional payments, if any, to provide 
guaranteed income 





20 years 25 years | 30 years 
00 wd RUS spendin de aia $1,255} 1 $1,500 | $1, 500 
9 SE TANS OSC 1, 565 1, 705 1, 845 
OR ANS ce: chen ee nn os 2, 156 2, 440 | 2, 724 
1 NRE OEE | be Fah RES ROM FO Rae aT gait 4, 156 | 4, 940 | 5, 724 





1 Guaranteed minimum retirement income. 


American Telephone & Telegraph Co.: Not available. 
United States Steel Corp.: Not applicable. 


a. If deducted 
(1) Are they deducted in whole or in part; if in part, what part? 

Railroad Retirement Board: 

Age and disability retirement benefits: Annuity to employee who has cred- 
itable railroad service before 1937 reduced by any old-age insurance benefit 
to which he may simultaneously be entitled under the Social Security Act. 
Annuity, however, may not be reduced below amount payable on basis of rail- 
road service after 1936 alone. 

Benefits to retired employee’s wife (or dependent husband) : Reduced by 
any old-age or parent’s benefit, but not by wife’s benefit, to which she is 
eligible under the Social Security Act. 

Survivor benefits : Reduced by any retirement or survivor insurance benefit 
to which survivor may simultaneously be entitled under the Social Security 
Act. 

Social Security Administration: Not applicable. 

Civil Service Commission : Not applicable. 

Department of Defense: Not applicable. 

General Motors Corp. : 

(1) Pension plan for hourly rate employees. In computing minimum 
benefit, only the primary insurance benefit is taken into account. 

(2) Salaried employees, part I (noncontributory): Same as plan for 
hourly rate employees. 

(3) Salaried employees, part II (contributory) : Not applicable. 

General Electric Co.: Under the terms of the General Electric plan prior to 
September 1, 1946, social security primary benefits are deducted from the pension 
income calculated under that plan. When the plan was amended in 1950 to 
provide a guaranteed minimum, this minimum was made applicable to all who 
had retired under the General Electric plan before July 1, 1950, except that any 
additional payment to provide the minimum could not exceed $25 a month. 
Under the General Electric plan in effect since September 1, 1946, social-security 
benefits are in addition to the General Blectric pension. 

American Telephone & Telegraph Co. : 

Service pensions are adjusted for one-half the primary insurance amount. 

Minimum retirement income under plan, at age 65, is an amount which 
when added to full primary insurance amount equals $100. 

Lump-sum death benefits are adjusted for one-half the difference between 
the benefit payable after the 1950 amendments to the Social Security Act 

_and that payable previously. 
United States Steel Corp.: Public pension benefits are deducted in whole. 


(2) How much is the average benefit before deduction for social security? 
After deduction? 
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Railroad Retirement Board: Estimated average benefits before and afte, 


reduction for railroad retirement beneficiaries simultaneg@sly entitled to socig 


ra 
ae 


security benefits, September 1952: 


Number 


Retired employees 30, 000 
Wives of retired employees ‘ 12, 000 
Survivors 5, 000 


Note: Averages reflect the application of the “savings clause.’ That is, if the reductioy 
in a benefit which was being paid on Oct. 29, 1951, it may not operate to reduce the su f th 
road and social-security benefits which the beneficiary (or family) is entitled to receive for any 
after October 1951, to an amount below the corresponding sum on that date. The 12,000 y 
of retired employees include 2,000 simultaneously entitled to their own social-security old-age benef 
the remaining wives are entitled to wives’ benefits under the§Social Security Act 


Social Security Administration : Not applicable. 

Civil Service Commission : Not applicable. 

Department of Defense : Not applicable. 

General Motors Corp.: Not applicable. 

General Electric Co.: Not available. 

American Telephone & Telegraph Co.: Before deduction: Not available. After 
deduction: (See section 3 f (3). 

United States Steel Corp.: For those receiving pensions in September 1952 
the average pension before deduction for public pension was about $115. 


(3) How are prenormal retirement benefits coordinated with social 
security? 

Railroad Retirement Board: Not coordinated until employee reaches age 65 

Social Security Administration: Not applicable. 

Civil Service Commission: Not applicable. 

Department of Defense: Not applicable. 

General Motors Corp. : 

(1) Pension plan for hourly rate employees: Primary insurance benefit 
taken into account in computing minimum benefit in case of a prenormal age 
retirement is estimated amount employee will be eligible to receive at age 65 

(2) Salaried employees, part I (noncontributory): Same as plan for 
hourly rate employees. 

(8) Salaried employees, part II (contributory) : Not applicable. 

General Electric Co.: A participating employee retiring prior to age 65 (except 
those electing vested rights or already over 65 (60 if a woman) at Septe! 
ber 1, 1946), who has 15 or more years of credited service is granted a supple 
mental payment of $45 a month until reaching age 65, when social-security 
benefits normally start. 

American Telephone & Telegraph Co.: Retirement benefits for those retired 
before age 65 are adjusted for social security at age 65 under the same provisions 
as for those retiring at 65. 

United States Steel Corp.: The only prenormal retirement is in the case of 
disability pensions where no social security is payable because age 65 has not 
been reached and no deduction is made. 


(4) What adjustments, if any, have been made for the social-security 
amendments of 1950 and of 1952? 
Railroad Retirement Board: 

1950 social-security amendments: No adjustments. 

1952 social-security amendments: Under the social-security minimum- 
guaranty provision of the Railroad Retirement Act, beneficiaries who were 
receiving less than the guaranteed minimum had their benefits increased in 
September 1952 by the amount of the social-security increase or such lesser 
amount as was necessary to bring the benefit up to the guaranteed minimum. 
Some 100,000 railroad retirement beneficiaries received increases in Septel- 
ber 1952, averaging about $4 per month. 
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Under the dual-benefit provision of the Railroad Retirement Act, bene- 
ficiaries who were receiving benefits under both the Railroad Retirement Act 
and the Social Security Act had their railroad-retirement benefits reduced 
in September 1952 by the amount of the social-security increase; however, 
the result was that their total retirement income remained at least the same. 
In the case of retirement beneficiaries, moreover, the railroad-retirement 
penefit was not reduced below the amount payable under the railroad for- 
mula on the basis of railroad service after 1936 alone. 

The work clause applicable to survivors on the railroad-retirement rolls 
is raised to $75 a month with respect to social-security employment. 


Social Security Administration : Not applicable. 
Civil Service Commission : Not applicable. 
Department of Defense: Not applicable. 

General Motors Corp. : 


(1) Pension plan for hourly rate employees: None. 
(2) Salaried employees, Part I (noncontributory) : None. 
(8) Salaried employees, Part II (contributory) : Not applicable. 


General Electric Co. : 


In general, the adjustments for the social-security amendments of 1950 
were: 

In considering the changes, most pensions were classified in four groups 
and benefits determined as follows: 

(a) All retired employees who are eligible for social-security benefits 
will receive, in addition to their present retirement income, the increased 
benefits recently granted by an amendment to the Social Security Act. 
For a large number of pensioners, this increase will amount to approxi- 
mately $24 a month. (Many of the retired employees in this group are 
covered by the company’s former plan under which increases in social- 
security benefits do not increase the total retirement income but are 
deducted from the company’s payment. The company has now waived 
its right to deduct the amount of the current social-security increase.) 

(bo) Employees who retired under the company’s former plan prior to 
the advent of social security, are 65 years of age or over, and have 15 
or more years of credited service will be given an increase of $24 a month. 
The company said this increase was being given voluntarily in order to 
aid about 1,300 long-service pensioners who are not eligible for social- 
security benefits. 

(c) Employees who retired under the company’s present plan and 
prior to July 1, 1950, but have not yet reached the normal retirement age 
of 65 (60 for women), who have 15 or more years of credited service, 
and who have been receiving $360 a year in supplemental payments from 
the company will receive $540 a year until they reach age 65, the age 
when social-security benefits are payable. 

(d) Retired employees who, after taking into account the new mini- 
mums, would receive less than the minimum retirement income guaran- 
teed future pensioners will receive a further increase of $25 a month, 
or such lesser amount as is required to make their total retirement income 
equal to the minimum guaranteed future pensioners. 

The minimum total retirement income, including social-security benefits, 
of a participating employee who retires at 65 (60 for women) and has 25 
years of full-time credited service shall be $125 a month. This minimum 
is reduced ratably for employees with less than 25 but more than 15 years 
of service. (For example, an employee with 20 years of service shall receive 
a minimum of $100 and an employee with 15 years of service shall receive 
4 minimum of $75 a month. ) 


In general, the adjustments for the social-security amendments of 1952 
were: 
For employees who retired under the plan in effect before September 
1, 1946: (1) Those not receiving social-security benefits and less than 
the guaranteed minimum will receive an additional payment of either 
(@) $5 a month or (b) any lesser amount required to bring the retire 
ment income up to the guaranteed minimum. (2) Those receiving social- 
security benefits will have the General Electric pension reduced by the 
amount of the social-security increase, but not below the guaranteed 
minimum applicable to the individual’s age and service at retirement. 
For employees who retired under the plan in effect on and after Decem- 
ber 1, 1946: (1) Those receiving less than the guaranteed minimum will 
33494—53—pt. 118 
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have their General Electric pension reduced only by the amount by which 
the social-security increase raises the total retirement income aboye the 
guaranteed minimum. (2) Those receiving the guaranteed minimum by 
virtue of receiving an additional payment will have the additiona) pay 
ment reduced by the amount of the social-security increase ; such pedy. 
tion, however, will not exceed the additional payment being made. ' 
American Telephone & Telegraph Co. ;: 
Pensions were adjusted for increase in social-security benefits under {yy 
amendments. 
Under present provisions of the plan, adjustments must be made for 192 
increases. However, modifications are under consideration. 
United States Steel Corp.: The adjusted amounts of publie pensions have bee 
deducted. 


(5) Does the social-security benefit reduction apply only when auch « 
benefit is actually paid or does it also apply when the benefit ix not 
paid because of the social-security work restriction? 


Railroad Retirement Board: Applies when benefit is not paid because of social. 
security work restriction. 

Social Security Administration: Not applicable. 

Civil Service Commission: Not applicable. 

Department of Defense: Not applicable. 

General Motors Corp.: 

(1) Pension plan for hourly rate employees: Primary insurance benedt 
is taken into account in determining minimum benefit under the plan even 
though the employee does not apply for social-security benefits or loses such 
benefits because of entering into covered employment or otherwise. 

(2) Salaried employees, part I (noncontributory): Same as plan for 
hourly rate employees. 

(3) Salaried employees, part II (coutributery) : Not applicable 

General Electric Co.: In computing retirement income, social-security benetits 
for which the individual is eligible are calculated regardless of whether or not 
the benefits are being paid due to work restrictions. 

American Telephone & Telegraph Co.: Adjustment of company pensions for 
social-security benefits is based on a calculated benefit resulting from Bel! System 
employment and wages and the adjustment is made even though the retired en- 
ployee may not be receiving the benefit because of employment restrictions 0 
the act after age 65. 

United States Steel Corp.: Administrative regulations adopted under the 195 
noncontributory pension rules provide that the adjustment for public pension is 
made not only in the case of one who is actually receiving a public pension bug 
also in the case of one who would be entitled to receive a public pension but is 
not actually receiving it in that he does not make application therefor or is en 
gaged in work for which he is compensated in an amount in excess of the limi 
of earnings under which he is eligible to receive a public pension. 


e. Do you have any other coordination with social security, railroad retirement 
etc.? 


Railroad Retirement Board: 

Yes. If an employee retires on less than 10 years of railroad service, bi 
service after 1936 is credited as employment under the Social Security Ac 
His benefits, if any, are payable under that act, are based on his railroad 
service combined with his social-security employment, and are computed i 
aceordance with the social-security formula. For this purpose, creditabl 
railroad service is counted as social-security employment even if it wa 
performed outside the United States. The amount payable under the Soci 
Security Act during the lifetime of the employee, minus the amount tha 
would be payable without railroad service, is applied against the residus 
amount ultimately payable by the Board. 4 

Railroad and social-security employment are combined in determill 
eligibility for, and computing amounts of, survivor benefits payable unde 
either system. 

Provision is made for the Board and the Federal Security Administrat 
to determine the amount which would place the Federal old-age and su 
vivors insurance trust fund in the same position in which it would ba 
been if railroad service after December 31, 1936, had been included in 
term “employment” as defined in the Social Security Act and in the Feder 
Insurance Contributions Act. 
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Social Security Administration: Not applicable, 


a civil Service Commission; When requested, Commission informs SSA of cases 
uum by in wei it 7 paying annuity based on military service rendered during or after 
y. World ar ° 55 f 
ra Department of Defense: Not applicable. 
2. General Metors Corp. : 
- (1) Pension plan for hourly-rate employees; In cases of retirement prior 
r 1%) to age 65 at the option of the corporation or under mutually satisfactory con- 
ditions, or because of total and permanent disability, higher benefits are 
or 1982 provided for the employee during the period from retirement to age 65. (See 
item 5 6.) 
ve beet (2) Salaried employees, part I (noncontributory): Same as plan for 
hourly-rate employees. 
(3) Salaried employees, part II (contributory): No. 
such 4 General Electric Co.: No. 
a te not American Telephone & Telegraph Co.: No. 
Cnited States Steel Corp.: No, 
f social- 


5. FINANCING 


a, ls your plan contributory or noncontributory? 
Railroad Retirement Board: Contributory. 
Social Security Administration; Old-age and survivors insurance is financed 
» benefit etirely by the contributions of employees covered under the program, their 
an even enuployers, and by persons engaged in self-employment which is covered under 
ses such the program. 
Civil Service Commission: Contributory. 
plan for Department of Defense: Noncontributory. Funds for benefit payments are 
wovided by congressional appropriation, There are no trust funds, and present 
aud future liabilities, from an actuarial viewpoint, are not funded. This method 
benefits of financing eliminates any necessity for actuarial valuations. 
r or not General Motors Corp. ; 


(1) Pension plan for hourly-rate employees: Noncontributory. 


sions for (2) Salaried employees, part i (noncontributory) : Noncontributory. 
Ll System (3) Salaried employees, part lI (contributory) : Contributory. 

tired em General Electric Co.: Contributory. 

ctions 0 American Telephone & Telegraph Co.: Noncontributory. 


United States Steel Corp.: The 1950 noncontributory pension rules provide a 
noncontributory plan. 










the 1% 


ensi00 BD) How is the employer contribution (tawes) determined—as a percent of wage, 


nsion but : . 

com bal is a percent of payroll, a fixed amount, or on some other basis—give rates and 
ra amounts? 
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Railroad Retirement Board: Rate of employer contributions is fixed by law 
864 percent of first $300 of empleyee’s monthly wage. 

Social Security Administration: The contribution schedule for old-age and 
urvivors insurance is contained in the table “Contribution Rates and Taxable 
irnings Maximum Under Old-Age and Survivors Insurance,” 10 copies of which 
tre sent to the committee sometime ago, 

Civil Service Commission : 

Employer (Government) cost of system is provided through annual appro- 
priation by Congress. Estimate of appropriation required is prepared by 
Vommission and submitted to Bureau of Budget for approval and inclusion in 
annual budget. 


Estimate consists of two parts: Normal cost and deficiency cost. Normal 


the limi 
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the Socia cost is actuarially determined, average-level percentage of salaries which, if 
nount thal paid by Government throughout entire service of all employees, would ac- 
ne residus oe funds sufficient to meet all benefits not paid by employees’ contri- 

7 butions, In budget request for fiscal year 1953, normal cost percentage was 
eterminin «18 percent of payroll, (Total normal cost is 8.78 percent, of which 6 per- 
able unde cent ls paid by employee.) This percentage was applied to estimated salaries 


of covered employees amounting to $6,723,400,000, making a Government 
ministrat hormal cost of $186,900,000. 


ye and . The deficiency cost is necessary because normal contribution (including 
would Me cuployee contributions) during future service of now-active employees, plus 
aded in Ui ccumulated funds, will not fully cover cost of benefits to these employees 


the Fede and to those already retired. Deficiency is amount by which system falls 








246 RETIREMENT POLICIES AND RAILROAD RETIREMENT SYSTEM 


short of being funded on full actuarial reserve basis. In 1953 budget rp 
quest, it was proposed that this deficiency be amortized by equal paymenys 
for 30 years. Annual amount required was $274,600,000, making g total) 
cost—normal plus deficiency—of $461,500,000. This was reduced to $457. 
900,000 due to minor recovery and reimbursable items. Latter figure \. 
6.81 percent of estimated payroll. Actual appropriation by Congress was 
$321,500,000, or 4.78 percent of estimated payroll. 

Department of Defense: Not applicable. 

General Motors Corp.: 

(1) Pension plan for hourly rate employees—on the basis of annual caley 
lations of costs using the “normal cost entry age method” with the actuaria) 
deficiency amortized over a 30-year period. 

(2) Salaried employees, part I (noncontributory) : Same as plan for 
hourly rate employees. 


(3) Salaried employees, part II (contributory): The corporation pays to 


the insurance companies, as they accrue, the cost of future service benefits 
to the extent not covered by the contributions made by the employees, [p 
addition, the corporation is currently paying the cost of past service at an 
annual rate of one-tenth of the total estimated single premium cost. 
yeneral Electric Co.: The company contributes each year (1) the actuarially 
determined cost of benefits for service on and after September 1, 1946, for such 
year, after taking into account employee contributions and prior company con. 
tributions, and (2) such amount applicable to the cost of benefits for service 
before September 1, 1946, as the board of directors may determine. For service 
before September 1, 1946, benefits are paid entirely from funds contributed by the 
company. 

American Telephone & Telegraph Co.: As a percent of payroll plus a fixa 
amount ; for 1951, 6.77 percent plus $7,502,000. 

United States Steel Corp.: The financial provisions for noncontributory pen- 
sions which have been adopted by the corporation provide that for any period 
beginning March 1, 1950, and ending 60 days after the end of any calendar year, 
the corporation and each of its respective subsidiaries shall pay to a trustee its 
share of a total amount as determined by an actuary, which total mount shall 
at least equal for such period the sum of the current cost for future service, plus 
interest on the past service cost for those employees covered by the noncontribu- 
tory pension provisions. The amount for current liability as determined by the 
actuary is expressed as a percentage of eligible payroll. The board of directors 
of the corporation determines what additional sum, if any, is to be paid to the 
trustee. 


c. How is the employee contribution determined—as a percent of wages, as fat 
or varying amounts, or on some other basis—give rates and amounts? 


Railroad Retirement Board: Rate of employee contributions is fixed by law 
as 614 percent of first $300 of monthly wage. 

Social Security Administration: The contribution schedule for old-age and 
survivors insurance is contained in the table “Contribution Rates and Taxable 
Earnings Maximum Under Old-Age and Survivors Insurance,” 10 copies of which 
were sent to the committee sometime ago. 

Civil Service Commission: Rate of employee contributions is fixed by law as 
6 percent of the basic salary. 

Department of Defense : Not applicable. 

General Motors Corp. : 

(1) Pension plan for hourly rate employees : None. 

(2) Salaried employees, part I (noncontributory) : None. 

(3) Salaried employees, part II (contributory) : Employee contributes 
5 percent of the amount of his monthly base salary in excess of $250 fora 
maximum period of 30 years. The plan provides a scale of minimum cor 
tributions for employees in the $250-$350 monthly salary group which 's 
dependent upon the attained age of the employee at the date he first becomes 
a participant for contributory future service benefits. . 

General Electric Co.: Employees electing to participate in benefits for service 
on and after September 1, 1946, contribute (1) 2 percent of that portion of their 
annual compensation subject to social-security taxes and (2) 5 percent of the 
remainder of their annual compensation. 

American Telephone & Telegraph Co.: No employee contributions. 

United States Steel Corp.: No employee contribution under the 1950 nor- 
contributory pension rules. 
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4. Other methods of financing all or part of cost—eaxplain and give data 


Railroad Retirement Board : No other methods except interest on investments. 
Social Security Administration: There is no other method of financing all or 
of the cost. 
Moivil Service Commission : None. 
Department of Defense : Not applicable. 
General Motors Corp. : 
(1) Pension plan for hourly rate employees : None. 
(2) Salaried employees, part I (noncontributory) : None. 
(3) Salaried employees, part II (contributory) : None. 
General Electric Co.: Not applicable. 
American Telephone & Telegraph Co.: Not applicable. 
United States Steel Corp. : None. 


e. If service prior to adoption of plan is considered in determining benefits, 
how is the cost of benefits based on such service financed? 

Railroad Retirement Board: No separate financing of prior service; all costs 
are financed through equal taxes on employer and employee. 

Social Security Administration: As indicated in sections 38 ce (2) and 3 e (8), 
service performed prior to the date old-age and survivors insurance went into 
effect is not used in determining the amounts of benefits. 

Civil Service Commission: Cost is included in deficiency, described in Bb. It is 
not segregated as an individual item. 

Department of Defense: Not applicable. 

General Motors Corp. : 

(1) Pension plan for hourly rate employees. See } of this item. 
(2) Salaried employees, part I (noon-contributory) : See b of this item. 
(3) Salaried employees, part II (contributory) : See } of this item. 

General Hlectric Co.: See b above. 

American Telephone & Telegraph Co.: No distinction between past and fu- 
ture service. 

United States Steel Corp.: See b above. 


f. 13 the plan insured with a commercial carrier or is it self-insured? If insured, 
give jull particulars regarding the type of contract (group annuity, deposit 
administration, etc.) and method of financing. 

Railroad Retirement Board: Self-insured. 

Social Security Administration: The plan is self-insured. Employer and 
employee contributions and the contributions of self-employed persons are paid 
into the general fund of the Treasury and amounts equal to 100 percent of the 
contributions are automatically appropriated to the Federal Old-Age and Sur- 
vivors Insurance Trust Fund. The trust fund is administered by the Board of 
Trustees of the Federal Old-Age and Survivors Insurance Trust Fund, com- 
posed of the Secretary of the Treasury, the Secretary of Labor, and the Federal 
Security Administrator, all ex officio. 

Civil Service Commission: Self-insured. 

Department of Defense: Not applicable. 

General Motors Corp. : 

(1) Pension plan for hourly rate employees: Self-insured. 

(2) Salaried employees, part I (noncontributory): Self-insured. 

(3) Salaried employees, part II (contributory) : Part II is insured under 
a group annuity contract with three insurance companies. Future service 
benefits are purchased under the unit-purehase method. Past service bene- 
fits are purchased as described in b of this item. 

General Electric Co, : Self-insured. 

American Telephone & Telegraph Co.: Self-insured with a trustee. 

United States Steel Corp.: The plan is not insured with a commercial car- 
tier, See b above. 


9. If your plan is self-insured, is it on an actuarial-reserve basis? 

Railroad Retirement Booard: Yes, in the sense that the account will always be 
adequate to meet benefits as they become due. 

Social Security Administration: In your question asking whether old-age and 
survivors insurance is on an actuarial-reserve basis, we assume that you mean 
by an actuarial-reserve basis, a method of financing under which the funds on 
hand at any time would be sufficient to meet the liabilities for all benefit rights 
arising up to that time. Old-age and survivors insurance does not meet this 
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requirement. However, Congress has indicated that the program is to be soi. 
supporting, and has established tax rates which it is estimated wil! approxi. 
mately accomplish this purpose. ¥ 
Civil Service Commission: Cost determinations are made on an actuarig 
reserve basis. 
Department of Defense: Not applicable. 
General Motors Corp. : 
(1) Pension plan for hourly rate employees: Yes. 
(2) Salaried employees, part I (noncontributory): Yes. 
(83) Salaried employees, part II (contributory) : Not applicable 
General Electric Co.: Yes. 
American Telephone & Telegraph Co.: Yes. 
United States Steel Corp.: Yes. 


(1) If yes, is it fully funded and what type of financing is employed! 


Railroad Retirement Board : System is not fully funded in the sense that there 
exists an unfunded accrued liability. 

Social Security Administration: Not applicable. 

Civil Service Commission: System is not fully funded on an actuarial-reserye 
basis. 

Department of Defense: Not applicable. 

General Motors Corp. : 

(1) Pension plan for hourly rate employees: Costs attributable to credited 
service on account of employment prior to the date the plan became effective 
are only partially funded. Normal costs have been met. 

(2) Salaried employees, part I (noncontributory): Same as plan for 
hourly rate employees. 

(3) Salaried employees, part II (contributory) : Not applicable 

General Electric Co.: Liability for service on and after September 1, 1946, js 
fully funded. 

American Telephone & Telegraph Co. : Not fully funded ; financed on the “frozen 
initial liability” method. 

United States Steel Corp.: See b above. 


(2) If no, what proportion of the accrued liability was unfunded at the 
end of 1951 and how was that liability to be handled in the future? 

Railroad Retirement Board: An estimated 75 percent of accrued liability was 
unfunded. This unfunded accrued liability is not to be amortized; cost caleu- 
lations allow only for interest on that amount. 

Social Security Administration : 

It is very difficult to make a valid estimate of the unfunded accrued 
liability of old-age and survivors insurance. The accrued liability under 
old-age and survivors insurance arises out of the nature of the program's 
average monthly wage and benefit formula. This formula does not directly 
give credit for prior service, but has much the same effect upon the benetit 
rights of workers and their dependents as if actual credit for prior service 
were given. Estimates of the accrued liability are affected by many factors 
the future trends of which are difficult to determine precisely—tor example, 
wage rates, levels of employment, birth and death rates, movement into and 
out of covered employment, ages at retirement, etc. Although estimates may 
vary on the basis of alternative sets of assumptions with respect to these 
factors, we would say that the present unfunded accrued liability under 
old-age and survivors insurance is in the general neighborhood of 
$150,000,000,000. 

As noted above, Congress has indicated that the program is to be self- 
supporting, and has established tax rates which it is estimated will approx! 
mately accomplish this purpose and, of course, take care of the present 
unfunded accrued liability. 

Civil Service Commission: On June 30, 1951, total accrued liability was est 
mated at $9,294,900,000, of which $4,875,000,000, or 52.45 percent, was unfunded. 
Amortization of this unfunded liability within 30 years has been recommended 
to Congress, but has not been adopted. 

Department of Defense: Not applicable. 

General Motors Corp.: 

(1) Pension plan for hourly rate employees: Intent is to fund actuarial 
deficiency by September 30, 1980; i. e., over a 30-year period. 

(2) Salaried employees, part I (noncontributory): Same as plan for 
hourly rate employees. 
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(8) Salaried employees, part II (contributory) : Not applicable. : 

General Electri¢e Co. : Liability for service before September 1, 1946, is being 
‘unded over a period of years in conformance with limitations of the Bureau of 
Internal Revenue. The remaining liability for service before September 1, 1946, 
was estimated at $86,000,000 at the end of 1951. ; 

American Telephone & Telegraph Co.: 20.4 percent of actuarial reserve require- 
ment not funded at December 31, 1951, to be held at that value. 

United States Steel Corp.: See b above. 


(3) If the accrued liability is being amortized over a period of years, 
how is this being done? 

Railroad Retirement Board: Not applicable. 

Social Security Administration: See last paragraph of subsection (2) above. 

Civil Service Commission: See b and g (2). 

Department of Defense: Not applicable. 

General Motors Corp. : 

(1) Pension plan for hourly rate employees: As of each valuation date 
the unfunded actuarial deficiency is recalculated, and there is determined 
therefrom the amount of the aunual contribution required to fund such 
deficiency in equal installments by September 30, 1980. 

(2) Salaried employees, part I (noncontributory): Same as plan for 
hourly rate employees. 

(3) Salaried employees, part II (contributory) : Not applicable. 

General Electric Co.: The company contributes each year such amount appli- 
cable to the cost of benefits for service before September 1, 1946, as the board 
of directors may determine. 

American Telephone & Telegraph Co.: Not available. 

United States Steel Corp. : See b above. 


h. What were the normal and total costs for your plan as derived in the latest 
valuation (give date of that valuation) f 


Railroad Retirement Board: Latest cost calculations made in 1951 indicated a 
normal cost of 9.02 percent. 

Social Security Administration: The Social Security Act requires the Board 
of Trustees of the Federal Old-Age and Survivors Insurance Trust Fund to 
report to Congress each year on the operation and actuarial status of the trust 
fund. The twelfth and latest report of the Board of Trustees, submitted to Con- 
gress On March 1, 1952, indicated that the contribution schedule then in effect 
would keep old-age and survivors insurance approximately self-supporting. Since 
the 1952 amendments did not disturb the actuarial balance of the program, the 
self-supporting basis of the system is continued. The total benefit cost of the 
program according to the intermediate actuarial estimate (using a 214 percent 
interest rate) was 5.89 percent of payroll disregarding the accumulated trust 
find and administrative expenses, and 5.85 percent of payroll on a level premium 
basis taking account of both of these elements. The normal cost has not been 
precisely determined but is roughly two-thirds as large as the total cost (both on 
level premium basis according to the intermediate estimate). 

Civil Service Commission : 

Latest valuation was as of September 30, 1947. Total normal cost (ad- 
justed for a subsequent amendment—Public Law 310, 81st Cong.) was de- 
rived as 8.78 percent of payroll. Employee pays 6 percent, leaving 2.78 per 
cent as Government normal cost. Deficiency cost developed in that valua- 
tion was based on a requirement of interest only on deficiency, and was 3.9 
percent of payroll as of valuation date. 

Appropriations have been less than amount required to prevent an increase 
in the deficiency. Public Law 601, Eighty-first Congress, increased benefits 
to the retired roll. These items were recognized in projecting the deficiency 
for purposes of the 1953 appropriation request. Also, covered payrolls have 
increased materially since last valuation. As stated in b, total Government 
cost, based on 30-year amortization of the deficiency, was 6.81 percent of 
payroll, of which 2.78 percent is normal cost. 

Department of Defense: Not applicable. 
General Motors Corp. : 

(1) Pension plan for hourly rate employees; and 

(2) Salaried employees, part I (noncontributory): Annual normal cost 
for the plan year ended September 30, 1951, $41,455,000. Annual cost for 
the plan year ended September 30, 1951, $64,770,700; 
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(3) Salaried employees, part IT (contributory) : Total company anq = 
ployee contributions for future service benefits for 1951, $15,500,000, Total 
company and employee contributions for future service and past service bene. 
fits for 1951, $16,200,000. 

General Electric Co.: Not available. 

American Telephone & Telegraph Co.: Normal rate of accrual 6.76 percent f 
payroll plus annual amount of $7,502,000 as of December 31, 1950. 

United States Steel Corp.: In 1951 current service cost of $56,148,049 way 
funded. This amount included interest on past service cost and covered all nop. 
contributory provisions of the pension plan. 
i. What was the total payroll for 1951 on which contributions (tares) wer, paid? 

Railroad Retirement Board: Taxable payroll in 1951 was approximately 
$5,109,000,000. J 

Social Security Administration: The total taxable payroll for 1951, including 
the taxable income of self-employed persons, was $121 billion. 

Civil Service Commission: Payroll used in calculation of normal cost portion 
of appropriation request for fiscal year 1951 was $5,581,100,000. Actual appro 
priation was not made on requested basis. 

Department of Defense: Not applicable. 

General Motors Corp. : 

(1) Pension plan for hourly rate employees: Not applicable. 

(2) Salaried employees, part I (noncontributory): Not applicable 

(3) Salaried employees, part II (contributory): Not applicable. 

General Electric Co.: Total payroll in 1951 was $883,737,000. 

American Telephone & Telegraph Co.: Total payroll subject to pension accrual 
for 1951 was $1,748,429,000. 

United States Steel Corp.: For the 1950 noncontributory pension rules, about 
85 percent of the total payroll of $1,217,611,480 [$1,034,969,758]. 
j. What was the total contribution (taxes) in 1951? 

Railroad Retirement Board: Total taxes (12-percent rate) for 1951 payroll 
were approximately $709 million. This represented 14 months’ taxes instead of 
the usual 12 because in July 1951 the Bureau of Internal Revenue changed the 
method of collecting taxes from a quarterly to a monthly basis and shortened the 
time within which the payments must be made. If the new method had been in 
effect all year, railroad retirement taxes would have amounted to $613 million. 

Social Security Administration: The total employer and employee contribu- 
tions during the calendar year of 1951 were $3,363 million. 

Civil Service Commission: Government appropriation for fiscal year 1951 was 
$305,000,000. This was supplemented by $2,100,000 transferred to fund by 
District of Columbia government and by several small agencies required by law 
to pay employer cost for their covered employees, making a total employer con 
tribution of $307,100,000. 

Department of Defense: Not applicable. 

General Motors Corp. : 

(1) Pension plan for hourly rate employees ; and 

(2) Salaried employees, part I (noncontributory) : $66,770,700. 

(3) Salaried employees, part II (contributory) : Total company contribi- 
tion, $9,800,000. 

General Electric Co.: Total company and employee contribution in 151 was 
$64,960,000. 

American Telephone & Telegraph Co.: Total service pension accrual for 1%1 
was $125,837,000. i 

United States Steel Corp. : $93,148,049 for all noncontributory provisions of the 
pension plan. 


k. What was the amount of employee contributions (taves) in 1951? 


Railroad Retirement Board: Employee contributions for 1951 were approx! 
mately $307,000,000. ; 
Social Security Administration: The total employee contributions durin 
ealendar year of 1951 were $1,682 million. 
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Civil Service Commission :; 

and em. Employee contributions for the fiscal year 1951 were: 

5 Sete Sindiabor st, GARI a ipnnnittirpeestretin tenn mainnenntnnningmeeaes $368, 500, 000 


ice beng. Payments for noncontributory service____---.--..-__------. 4, 300, 000 
RA enhS CRMC MUIR ici tinea siti ninnaien wien meneteniees 2, 100, 000 


rent of iia ia a ch et hy bes 374, 900, 000 


049 was Department of Defense: Not applicable. 

all non General Motors Corp. : 

(1) Pension plan for hourly rate employees: None. 

os (2) Salaried employees, part I (noncontributory) : None. 

S paid! (3) Salaried employees, part II (contributory) : Total employee contri- 
Ximately butions, $6,400,000. 

General Electric Co.: Employee contributions in 1951 were $15,987,000. 

neluding American Telephone & Telegraph Co.: None. 

' United States Steel Corp.: None. 

one |. What is the total amount in the reserve account? 

Railroad Retirement Board: Balance in the Railroad Retirement Account as 
f December 31, 1951, was about $2,369,000,000. 

Social Security Administration: The total fund assets on June 30, 1952, were 
16,600 million. 

able. Civil Service Commission: $4,419,900,000 as of June 30, 1951. 

2, Department of Defense: Not applicable. 

General Motors Corp. : 

n accrual (1) Pension plan for hourly rate employees ; and 

(2) Salaried employees, part I (noncontributory) : At December 31, 1951, 
es, about the total assets of the pension trusts for the hourly rate plan and the non- 
contributory portion of the plan for salaried employees amounted to $132,- 
500,000—with securities valued at cost. 

(3) Salaried employees, part II (contributory) : Contributory part of pro- 
1 payroll gram is insured under a group annuity contract. 

nstead of General Electric Co.: Assets of the General Electric Pension Trust at Decem- 
inged the r31, 1951, were $3848,001,000. 

tened the American Telephone & Telegraph Co.: Balance in combined pension funds 
d been in ecember 31, 1951, was $1,063,120,000. 

> million, United States Steel Corp.: See b above. 

contribe. . What was the unfunded accrued liability as of the end of 1951? 

1951 was Railroad Retirement Board: Unfunded accrued liability as of the end of 1951 
fund by as approximately $8.7 billion. 

d by law Social Security Administration : See subsection g (2) above. 

oyer Col Civil Service Commission : $4,875,000,000 as of June 30, 1951. 

Department of Defense: Not applicable. 

General Motors Corp. : 

(1) Pension plan for hourly rate employees; and 

(2) Salaried employees, part I (noncontributory) : Under the methods of 
. valuation adopted by our aetuaries, the actuarial deficiency represents the 
contribu. present value of estimated future benefits—past and future service com- 
bined—(decreased by the applicable assets held in trust) less the present 
1951 was value of estimated future normal cost contributions. It is therefore subject 
to considerable fluctuation from year to year and would not be representative 
| for 1951 of an accrued liability in the sense of a meaningful past service entity. 

(3) Salaried employees, part II (contributory): The total cost of past 
ons of the service benefits has been provided for by the corporation. 

General Electric Co.: $86,000,000. 

American Telephone & Telegraph Co. : Unfunded actuarial reserve requirement 
tember 81, 1951, was $272,818,000. 

> approxi United States Steel Corp.: See b above. 


luring the How are your reserve funds invested—in what types of securities—at what 
5 average interest rate? 

Railroad Retirement Board : Reserves invested in special Government securities 

Be eae interest at rate of 3 percent per annum. 

Social Security : Investments of the Federal Old-Age and Survivors Insurance 

ust Fund are restricted to interest-bearing obligations of the United States 

Yernment or to obligations guaranteed as to both principal and interest by the 
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United States. The average rate of interest on par value of trust fund iny, 
ments at the end of June 1952 was 2.3 percent. 
Civil Service Commission : 
In special Treasury notes, which are obligations of United States ang gre 
included in public debt. Fund as of June 30, 1951, was composed of : 


st. 


4 percent special Treasury notes_-----------~------~- -----~ $4, 362, 600, ao 
3 percent special Treasury notes__.-..------- ——— : 11, 200, inn 
21% percent United States savings bonds, series G 2 700. 00 
Cash balance_---.------------------------------- ------ 45, 400, wy 

IE = ners igatnnaneeninaeaennameme aera ------------- 4, 419, 900 On 


Average interest rate is 3.997 percent. Interest earned during fiscal yoy 
1951 was $164,600,000. ; 
Department of Defense: Not applicable. 
General Motors Corp. : 
(1) Pension plan for hourly rate employees; and 
(2) Salaried employees, part I (noncontributory) : Funds of the pensioy 
trusts are invested solely in the discretion of the trustees in any property, 
real or personal, including but without being limited to, common and pre 
ferred stocks, corporate and governmental obligations, participation cert if. 
cates, leaseholds and mortgages. Since the pension trusts were not estab. 
lished until late in 1950, yield experience to date is not considered significant. 
(3) Salaried employees, part II (contributory) : Contributions are paid 
direc er to insurance companies, who are then responsible for the investment 
of funds and final payment of benefits. 
General Electric Co.: The trust funds are invested by the trustees under a 
formula program in approved lists of securities. The investment portfo . 
sists of Government bonds, corporate bonds and notes, and common stocks. The 


earnings of the total fund since its organization in the present form in September 
1946 have been slightly less than 24% percent. 

American Telephone & Telegraph Co.: Pension funds invested in United States 
Government and corporate bonds, debentures and notes legal for life insuran 


companies under New York law. Average rate of earnings on invested funds a 
end of 1951 was 2.79 percent. 

United States Steel Corp.: The trust agreement provides that having regard 
for the application of the income and principal toward the payment of pension 
and benefits in accordance with the pension rules and administrative expens 
in connection therewith and for the cash requirements of the pension rules, thé 
trustee shall invest and reinvest the principal and income of the trust fund i 
such stocks, bonds, or other securities or property, real or personal, including 
stock or securities of the corporation or of any of its subsidiaries, as the trustea 
in its sole discretion may determine, and whether or not the same be authorized 
by law for the investment of trust funds. 


6. ADMINISTRATION 


a. How is the plan administered? 


Railroad Retirement Board: 
Plan is administered by the Railroad Retirement Board, headed by 
three-member Board; one member, the Chairman, is appointed to represel 
the public interest ; another is appointed from recommendations of the rail 





way labor organizations; and a third, from recommendations of railro# 
management. 
The Board is responsible for issuing regulations and instructions, 2 


judicating employee rights and benefits, performing actuarial and ees al work 
maintaining records of employees’ wages and service, accounting for al 
retirement moneys, preparing annual estimates of taxes and benefits aul 
recommending changes and improvements in law. Treasury Departmel 
issues checks in payment of benefits. 

Social Security Administration: 

Old-age and survivors insurance is jointly administered by the Bureat ' 
Old-Age and Survivors Insurance of the Social Security Administratiol 
Federal Security Agency, and the Bureau of Internal Revenue of the Tr 
ury Department, / 

The Bureau of Old-Age and Survivors Insurance is responsible for ® 
signing identifying account numbers to workers covered by the prog 
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d invest- maintaining wage records of amounts that can be used as each worker's 
credits toward benefits under the program, determining the rights of workers 
or their dependents or survivors to monthly benefits or lump-sum payments, 

: and are certifying to the Treasury the amounts that should be paid on individual 

: claims, and otherwise administering the benefit provisions of the program. 

In addition, the Bureau of Old-Age and Survivors Insurance negotiates with 





200, we representatives of State governments for coverage of employees of State and 
\ 

"2010 local governments. 

5 ae se The Treasury Department under the Federal Insurance Contributions Act, 

note administers the taxing provisions of the program. 

1, 900, (0) Civil Service Commission : 


Plan is administered by the Commission, which is responsible for issuing 
iscal year regulations and instructions, adjudicating employee rights and benefits, per- 
forming actuarial and legal work, maintaining retirement accounts on sepa- 
rated employees, accounting for all retirement moneys, preparing annual 
estimates of appropriations necessary to finance system and recommending 
changes and improvements in law. 


e pension Employing agencies take part in administering plan by counseling active 
property, employees, withholding retirement contributions, and maintaining records 
| and pre of service and contributions. Treasury Department issues checks in payment 
on certifi- of benefits. 

not estab. Department of Defense: 

ignificant. Army: Army retirement is administered by the Secretary of the Army. 
sare paid The bulk of the administratitve processing of retirement cases is handled 
nvestment in the Office of the Adjutant General. 

Navy: Voluntary retirement requests are received and mandatory service 
3 under a and age retirements are determined and processed in the Bureau of Naval 
tfolio con- Personnel and forwarded to the President of the United States or the Secre- 
ocks, The tary of the Navy and the Secretary of Defense for approval. 

September Disability retirements are processed through boards set up by regula- 

tions of the Secretary of the Navy. Clinical Board and Physical Evalua- 
ited State tion Board at the local hospital and Physical Review Council in the Office 
insurant of the Secretary of the Navy. Upon approval of the Secretary of the Navy 
d funds a retirement is accomplished by the Bureau of Naval Personnel. 

Marine Corps: In cases of voluntary retirements by reason of length of 
ing regan service, the request is initiated by the individual concerned, forwarded to 
if pension the Secretary of the Navy via official channels, and upon receipt at Head- 
e expens quarters, Marine Corps, the individual’s record is reviewed to assure com- 
1 rules, th pliance with the requirements. The case is then forwarded to the Secre- 
ist fund i tary for final action with recommendation in accordance with existing 
|, includin regulations. 
the trust In the cases of involuntary retirements because of failure of selection and 
authori length of service, the individual concerned is informed of his pending retire- 


ment by Headquarters, Marine Corps, prior to the effective date of retire- 
ment, as set forth in the law, and the individual is issued orders from the 
Secretary of the Navy via official channels. 

In the cases of retirement for physical disability, upon receipt of the ap- 
proved action of the boards set up by the Secretary of the Navy to handle 
such cases, the individual is informed from Headquarters, Marine Corps, via 


eaded by official channels, of his retirement. 

Lo represel Air Foree: The retirement plan is administered by the Department of the 

of the rai Air Force. Determinations of eligibility are based upon service records 

of railroa of the individuals concerned. Approval of applications for retirement are 
made by the Secretary of the Air Force or an agency specifically authorized 

uctions, a by him to act in his behalf. 

1 legal wo General Motors Corp. : 

ting for (1) Pension plan for hourly rate employees: The plan provides for the 

benefits a establishment of a board of administration composed of six members, three 

Departme appointed by the corporation and three by the union and, if necessary, an 


impartial chairman (refer to sec. 3 (b) of supplemental agreement, pen- 
Sion plan), The detail functions of the board of administration are out- 


ye Bureall lined in an “agreement implementing section 3 (c) of the supplemental 


ee agreement, pension plan, dated May 29, 1950, between General Motors Corp. 

rf the and the UAW-CIO,” and section 3 of the supplemental agreement between 
sais General Motors Corp. and the UAW-CIO. 

sible me Similar provisions relating to joint administration by union and manage- 

the prog Ment representatives are included in separate agreements negotiated with 


other labor unions, 
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Except as provided otherwise in the supplemental agreement, the genera] 
administration of the provisions of the pension plan is the responsibility of 
the corporation. _" 

(2) Salaried Employees, part I (noncontributory) : General Motors Corp 
has the sole responsibility for administering the retirement program fo 
salaried employees. 7 

(3) Salaried employees, part II (contributory) : General Motors Corp 
has the sole responsibility for administering the retirement program fg 
salaried employees. 

General Electric Co.: The plan is administered by a pension board consisting 
of a chairman and four or more other members appointed annually by the board 
of directors to hold office at the pleasure of the board of directors. 

American Telephone & Telegraph Co.: For each of the companies, a com. 
mittee of five is appointed by the board of directors of the individual company 

United States Steel Corp.: The plan is administered by the United States 
Steel and Carnegie pension fund, a nonstock, nonprofit Pennsylvania corporg 
tion. Approved applications for pensions are processed through such corpors- 
tion which computes the pensions and makes payments to the pensioners, 


b. Who pays for administration and what is the cost? 


(1) Amount 

Railroad Retirement Board: Congress specifies in each year’s appropriation 
amount which can be used for administering the retirement law. In 1951-52 
cost of administration was $6,331,096. Administrative funds are charged tay 
collections from railroad employers and employees. 

Social Security Administration: The cost of administration is paid from the 
funds in the Federal Old-Age and Survivors Insurance Trust Fund. The tota! 
cost of administering the program in fiscal year 1952, including the administra- 
tive cost in the Treasury Department for the collection of social-security taxes, 
was about $85 million. Of this total cost, approximately $61 million was in- 
curred within the Federal Security Agency. 

Civil Service Commission: Cost of administration is met through annual ap 
propriations by Congress to the Commission. Expenditures by Commission in 
fiscal year 1951 for personal services allocated to administration was $1,334,000, 
exclusive of unallocated costs such as supplies, printing, etc. No information 
available on agency costs for retirement activities, such as counseling and main- 
tenance of individual retirement records, which are met by agencies from their 
own appropriations. Cost of issuing benefit payment checks is met from Treasury 
Department approrriation. 

Department of Defense: Costs are absorbed in the routine administration of 
the fiscal affairs of the military departments and cannot be separately identified 

General Motors Corp. : 

(1) Pension plan for hourly rate employees: General Motors Corp. pays 
the expenses incident to the operation and management of the plan. The 
amount of such expenses is not available. 

(2) Salaried employees, part I (noncontributory): Same as plan for 
hourly rate employees. 

(3) Salaried employees, part II (contributory) : Same as plan for hourly 
rate employees. 

General Electric Co.: Company pays for administration; cost not avail: 
able. 

American Telephone & Telegraph Co.: Companies pay for cost of administra- 
tion as part of operating expense. Not available. 

United States Steel Corp.: The expense of administration is paid out of the 
funds received from United States Steel Corp. and its subsidiaries to maintai 
the plan. No breakdown is available of the distribution of the cost of administr’- 
tion between the 1950 noncontributory pension rules and other noncontributory 
pension provisions, nor can all expenses relating thereto be estimated. 


(2) As a percent of contributions (taves) 
Railroad Retirement Board: 1 percent of total taxes collected from employers 
and employees in 1951-52. ' s 
Social Security Administration: Total administrative cost, including admit- 
istrative cost in the Treasury Department for the collection of social-security 
taxes, was 2.4 percent of contributions. Administrative cost within the Federa 
Security Agency was approximately 1.7 percent of contributions. 
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Civil Service Commission: 0.434 percent of total employer contributions in 
fiscal year 1951. ; : 

Department of Defense: See 6 b (1) above. 

General Motors Corp.: See 6 b (1) above. 

General Electric Co,: Not available. ' 

American Telephone & Telegraph Co. : Not available. 

United States Steel Corp.: See 6 b (1) above. 

(3) As a percent of benefits paid 

Railroad Retirement Board: 114 percent of total benefits paid in 1951-52. 

Social Security Administration: Total administrative cost, including the Treas- 
ory Department cost of collection of social-security taxes, was about 4.29 percent 
of benetit payments. The administrative cost of the program within the Federal 
gecurity Agency was about 3.08 percent of benefit payments. 

Civil Service Commission: 0.491 percent of total benefit disbursements in fiscal 
year 1951. 
" Department of Defense: See 6 b (1) above. 

General Motors Corp.: See 6 b (1) above. 

General Electric Co.: Not available. 

American Telephone & Telegraph Co.: Not available. 

United States Steel Corp.: See 6b (1) above. 


c. How are disability determinations made? 


Railroad Retirement Board: Medical examinations are made by Government 
doctors whenever they are available or private doctors designated by Board. 
Findings of examinations are reported to Board whose own staff of doctors 
and lawyers evaluate reports and determine all questions of disability on the 
basis of certain disability standards. 

Social Security Administration: There are no provisions in the present old-age 
and survivors insurance program for the payment of disability benefits. 

Civil Service Commission: Medical examinations are made by Government 
doctors whenever they are available, or private doctors designated by Coinmis- 
sion. Findings of examinations are reported to Commission, whose own staff of 
doctors evaluates reports and determines all questions of disability. 

Department of Defense: Disability determinations are made by the Secretaries 
of the military departments, based upon the recommendations of the boards 
established, to the Career Compensation Act. 

General Motors Corp. : 

(1) Pension plan for hourly rate employees. Any applicant for a disability 
pension is required to submit to a physical examination by his own physician. 
The report of this physical examination, together with such supplementary 
information as may be required by the corporation, is reviewed and a deter- 
mination is made as to whether the individual is considered to be totally 
and permanently prevented from engaging in any occupation or employment 
for wage or profit. In the event available medical information does not 
conclusively indicate whether or not the applicant is totally and permanently 
disabled, the applicant may be referred to a medical clinic in the area where 
the applicant resides. The opinion of the clinic after examination of the 
applicant will deeide the question. 

(2) Salaried employees, part I (noncontributory) : Same plan for hourly 
rate employees. 

(3) Salaried employees, part II (contributory) : Not applicable. 

General Electric Co.: A company physician certifies his findings as to the 
existence of permanent incapacity for further work and the pension board makes 
the final determination as to the existence of the disability. 

American Telephone & Telegraph Co.: Disability determinations made by com- 
mittee on basis of medical and other evidence. 

United States Steel Corp. : 

An employee is termed to be “permanently incapacitated” when he meets 
the following conditions: 

(1) He is totally disabled by bodily injury or disease so as to be pre- 
vented thereby from engaging in any occupation or employment for 
remuneration or profit: and 

(2) Such total disability has existed for six consecutive months; and 

(3) In the opinion of a qualified physician such total disability will be 
permanent and continuous during the remainder of his life ; 1nd 

(4) Such disability resulted from an unavoidable cause. Incapacity 
shall be deemed to have resulted from an unavoidable cause unless it 
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(@) was contracted, suffered, or incurred while the employee wag en 
gaging in, or resulted from his having engaged in, a criminal enlee 
prise, or 

(b) resulted from his habitual drunkenness, or addiction to nar 
cotics, or 

(c) resulted from a self-inflicted injury. 

Permaneney of incapacity is required to be verified annually by medica] 
examination by any company surgeon or other qualified physician approyeq 
by the compauy surgeon until such pensioned employee shall have attained 
age 65, except that annual physical examinations are not required if the 
company surgeon certifies that the incapacity is of such a nature as to pre- 
clude any possibility of recovery. 

The initial determination of disability is required to be made by a company 
doctor or by a doctor approved by the employing company. If any difference 
arises between the company and any employee as to whether such employee 
is or continues to be permanently incapacitated within the meaning of the 
rules, the employee is examined by a physician appointed for the purpose py 
the company and by a physician appointed for the purpose by a duly author- 
ized representative of the employee's collective bargaining representative, if 
any, and if they disagree, the question is submitted to a third physician 
selected by such two physicians and the medical opinion of the third physician, 
after examination of the employee and consultation with the other two 
physicians, decides such question. 


d. When is a disability beneficiary considered recovered from disability? 


Railroad Retirement Board: 

The Railroad Retirement Act and the regulations of the Board place certain 
specific limitations upon the payment of disability annuities. At the timea 
disability award is made, the annuitant is informed that if he returns t 
work before age 65, whether for hire or in self-employment, he is required 
to report that fact to the Board immediately. He must also furnish such 
additional satisfactory proof of the continuance of disability as may be pre- 
scribed by the Board. Consequently, it is the duty of the Board to investigate, 
periodically, the cases of all employees under age 65 who are receiving dis 
ability annuities, unless it is clear that recovery is impossible. 

The instances in which no benefit can be paid are, briefly, as follows 

(1) A disability annuitant under age 65 who earns more than $75 in service 
for hire, or in self-employment, in each of any six consecutive calendar 
months, is considered to have recovered from his disability on the last da 
of the 6-month period. This test of recovery from disability became effective 
on January 1, 1947, and is applicable to all disability annuities awarded after 
July 30, 1946, It is a positive test under which the annuitant is always con- 
sidered to have recovered even though medical evidence may show that there 
is no actual change in his physical condition. 

(2) A disability annuitant under age 65 employed outside the railroad 
industry who earns $75 or less per month or who works less than 6 months 
may also be found to have recovered. When the Board is notified of the 
annuitant’s employment, it may require the annuitant to submit to a new 
medical examination on the basis of which recovery from disability may be 
established. 

(3) No annuity is payable for any month in which the employee renders 
compensated service to a railroad employer or to the “last person” by whom 
he was employed before his annuity began. Benefit payments are immediately 
suspended in this type of case; but when disability is involved, the Board 
makes no decision regarding the disability status of the annuitant until the 
employee again stops working and applies for reinstatement of his annuity. 

Social Security Administration: There are no provisions in the present old-age 
and survivors insurance program for the payment of disability benefits. 

Civil Service Commission: When found, on reexamination, to be improved suf 
ficiently to permit him to render useful and efficient service in position from 
which he retired or a similar position. Upon recovery, annuity payments are 
continued until individual! is reemployed in civil service but in no event for more 
than 1 year. 

Department of Defense: A beneficiary on the temporary disability rolls is con- 
sidered as recovered when either (1) he is found physically fit to perform his 
duties, or (2) his disability is found to be less than 30 percent. 
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(jeneral Motors Corp. : ’ 
(1) Pension plan for hourly-rate employees : If on the basis of medical 
examination, it is found that a disability pensioner is no longer disabled or 
if he engages in gainful employment except for purposes of rehabilitation, as 
determined by General Motors Corp., he is considered to have recovered from 
disability and his disability pension thereupon Will cease. In case the dis- 
ability pensioner refuses to submit to medical examination, his pension may 
he discontinued until he submits to examination. 
Salaried employees, part I (noncontributory) : Same as plan for hourly 
rate employees. 
(2) Salaried employees, part II (contributory) : Not applicable. 
General Electric Co.: An employee is considered recovered from a disability 
when and if he is reemployed by the General Electric Co. 
Americon Telephone & Telegraph Co.: Recovery based on medical evidence of 
frness to return to work . 
inited States Steel Corp.: See 6 ¢ above. 


What has been your experience regarding recovery from disability? 

Railroad Retirement Board: At the end of June 1952, about 750 disability an- 
nities were in Withheld status because the annuitants had recovered from their 
(isabilities. This figure, when compared with the total number of disability an- 
quitants on the rolls, indicates that recovery among disabled annuitants is 
rather infrequent. In about three out of every four cases, recovery was estab- 
jjshed on the basis of the standard set up by the 1946 amendments. That is, a 
jisabled annuitant under age 65 who earns more than $75 in employment for hire, 
or in self-employment, in each of six consecutive months is deemed to have re- 
evered from his disability at the end of the sixth month. In the remaining cases, 
itwas established that the physical condition of the individuals had improved to 
the point where they were no longer disabled as originally determined. 

Social Security Administration: There are no provisions in the present old- 
age and survivors insurance program for the payment of disability benefits. 

Civil Services Commission: Number of disability annuitants dropped from roll 
beeause of recovery from disability and because of reemployment in civil service 
(which requires a determination of recovery) in five fiscal years ending with 1951 
is as follows: 


Disability annuitants dropped 
for— 


Recovery Reemployment 


| 
| 


Pl atid mcasminbiteson eee 


O47 pntadamaeaedin’ ; Eden 24 | 93 
100... ... ic LE ae te tleeds ota adbtdsisdiaiiseas } 52 107 
194 ‘ pl a - Semsettadwedw at leabipanc’< on 108 181 
by ch Raed hanensencaminnn - 105 121 
Sdidtinsthetiebdbdsdhhnda secetibnens on 125 236 





Department of Defense: The only available statistics show that of {5 enlisted 
members removed from the Army temporary disability retired list from October 
1, 1949, through July 31, 1952, 37 were considered as recovered. 

General Motors Corp. : Experience to date is too limited to be of significance. 

General Electric Co.: Thus far, of over 500 disability pensions granted since 
IM6 indications are that the number recovered sufficiently to be reemployed by 
the General Electrie Co. is negligible. 

American Telephone & Telegraph Co.: Statistics not available. 

United States Steel Corp.: No recoveries. 


{. Does your plan provide for any work restrictions on retired employees? Give 
full particulars. 

Railroad Retirement Board : The instances in which no benefit can be paid are: 
(1) No annuity is payable for any month in which the employee renders com- 
pensated service to a railroad employer or to the “last person” by whom he was 
‘uployed before his annuity began and (2) a disability annuitant under age 65 
who earns more than $75 in service for hire, or in self-employment, in each of 
any six consecutive calendar months, is considered to have recovered from his 
disability on the last day of the 6-month period and annuity is stopped. 











258 RETIREMENT POLICIES AND RAILROAD RETIREMENT Sy STEM 


Social Security Administration: See section 2 (b) (2). 
Civil Service Commission : 

No restrictions on annuitants’ reemployment outside Federal and Dist, 
of Columbia governments, Reemployment of annuitant in Government » 
ice restricted as follows: 

Annuitant over age 60 may be reemployed only if he possesses sper 
qualifications for position to be filled. Upon reemployment, annuity Di : 

ments continue uninterruptedly but salary is reduced by annuity alloca} 

to period of reemployment. 

Annuitant under age 60 may be reemployed under regular reemployn, 
procedures in force in Federal Government. Upon reemployment in whic 
retirement coverage attaches, annuitant is dropped from roll and has pjs 
retirement rights redetermined after subsequent separation ; upon reemploy. 
ment in which retirement coverage does not attach, annuity payments are 
suspended and, upon subsequent separation, resumed at same rate. 

Department of Defense: 

The retirement laws do not impose any work restrictions. However, the 
act of Congress approved July 31, 1894 (5 U. 8. C. 62) precludes officers 
of the United States (including officers of the Armed’ Forces retired for 
reasons other than disability) who are receiving pay (including retirement 
pay) in the amount of $2,500 per year, from accepting any other office to 
which compensation is attached. 

In addition, section 212 of the act of June 30, 1982 (5 U. S. C. 59a) 
prohibits receipt of retired pay based on service as a commissioned officer, 
concurrently with the pay from a Federal civilian position, when the com 
bined amounts exceed $3,000 annually. If retired pay exceeds $3,000, the 
individual may elect to receive either the retired pay or the pay from the 
civilian position. The latter restriction, however, is not applicable in case 
of retirement for disability incurred in combat or resulting from an explos 
of an instrumentality of war in line of duty. 

General Motors Corp. : 

(1) Pension plan for hourly rate employees: Gainful employment, except 
for purposes of rehabilitation, will disqualify a disability pensioner from 
further pension benefits regardless of whether the individual works for 
General Motors Corp. or any other employer. Any other pensioner under 
the plan may work for any other employer; however, in the event the 
pensioner is rehired by General Motors Corp., his pension ceases as of the 
date of rehire. 

(2) Salaried employees, part I (noncontributory) : Gainful employment, 
except for purposes of rehabilitation, will disqualify a disability pensioner 
from further pension benefits regardless of whether the individual works for 
General Motors Corp. or any other employer. There is no provision under 
part I relative to the reemployment of other classes of pensioners. 

(3) Salaried employees, part II (contributory) : No. 

General Electric Co.: No. 

American Telephone & Telegraph Co.: Regular employment under salary wit! 
this company or any other Bell System company having similar retirement pla! 
suspends right to pension, Pensions of officers may be reduced by reason of 
regular employment for compensation. 

United States Steel Corp.: There are no work restrictions on retired employees 


7. COMPENSATION STRUCTURE 


a, Of the total wage cost of the company (direct and indirect), what is th 
proportion of each of the following: 
(1) Wages 
Railroad Retirement Board: Not available. 
Sociai Security Administration: Not applicable. 
Civil Service Commission: Not available. 
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Department of Defense: Total obligations incurred for retirement benefits 
juring fiscal year 1952 were as follows: 
during : 


mae Percent of 
“om t Amount payroll 
Nt sery- =< ss - ew a 
special Army $63, 043, 300 2.0 
. Nordisability - -. -- $63, 043, 300 | ; 
ty pay- Disability......------ ‘ geome ony 2 ; 104, 303, 088 | 3.0 
llocabie Navy : | 
- oye ondisability 1. a ; | 88, 092, 293 3.4 
Disability ae pasnkenndanedaaed : “ 29, 602, 852 1.1 
loyment Marine Corps: ee 
1 which Nondisability ! - - “os . 429, 900 1.2 
has his Disability - ------------- -- --- - 5, 565, 100 9 
; Air Force: onaramed 
employ- Nondisability - - ---- eeewen ‘ 11, 217, 231 | - 
nts are Disability - - eewbesnessecses -- o--++---+----- - ~-- 21, 344, 040 | 8 


| 


| Includes retainer pay of Fleet Reserves. 
ver, the 
officers 
ired for 
‘irement 
Office to 


General Motors Corp.: Since the present retirement program has been in effect 
for such a short time, the data requested would not be significant. 
General Electric Co.: Total wages and salaries in 1951 were $883,737,000. 


American Telephone & Telegraph Co.: 1951: Percent 


C. 59a) Wages (including holiday pay and some pay for time not worked) ~~~. 85 


1 officer, 
he com- 
000, the 
rom the 
in case 
xplosion 


Other benefits (sickness, accident, workmen’s compensation, death, old- 
age and unemployment insurance, etc.) ~-.-------------------.----- 5 
Oar (VRCRTIOR: GRTEEEY SERVO, OCC.) cnccceiinsiie imeem 4 


IN cae alae do cieditinnan hietiiceddcmadi teghicenahlipgereeniearas- vein aires 100 
United States Steel Corp.: 88.59 percent (total wages and salaries). 


(2) Benefits under the pension plan 


Railroad Retirement Board: Not available. 

Social Security Administration: Not applicable. 

Civil Service Commission: Not available. 

Department of Defense: See (1) above. 

General Motors Corp.: Since the present retirement program has been in effect 
for such a short time, the data requested would not be significant. 

General Electric Co.: Total pension benefits paid in 1951 were $11,768,000. 
American Telephone & Telegraph Co.: See (1) above. 

United States Steel Corp.: 7.03 percent (payments to trustee on account of 
pension plan). 


(3) Other insurance benefits (health, accident, workmen’s compensation, 
group life, etc.) 

Railroad Retirement Board: Not available. 

Social Security Administration: Not applicable. 

Civil Service Commission: Not available. 

Department of Defense: Not applicable. 

General Motors Corps: Since the present retirement program has been in effect 

for such a short time, the data requested would not be significant. 

General Electric Co.: Not available; see (4) below. 

American Telephone & Telegraph Co.: See (1) above. 

United States Steel Corp.: 0.97 percent (excludes workmen’s compensation). 


(4) Other (vacation pay, paid holidays, etc.) 


Railroad Retirement Board: Not available. 

Social Security Administration : Not applicable. 

Civil Service Commission: Not available. 

Department of Defense: Not applicable. 

General Motors Corps: Since the present retirement program has been in effect 
for such a short time, the data requested would not be significant. 

General Electric Co.: Total benefit cost in 1951 amounted to about $150,000,000 
‘a portion of which, such as vacations, $28,000,000; military duty allowances, 
$700,000; and paid holidays, $21,000,000, was included in wages and salaries). 
American Telephone & Telegraph Co.: See (1) above. 
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United States Steel Corp.: 1.40 percent (payments to industry welfare and 
retirement funds and for other employee benefits including workmen's compen. 
sation) and 2.01 percent social-security taxes (including railroad retiremey 
taxes). R 

8. POPULATION STRUCTURES 


a. What is the distribution of employees by 
(1) Age? 
Railroad Retirement Board: Employees with service in 1949, by ag 
sands) : 


Age in 1950 


Total... nomad ; 2, 


Under 20 

20 to 24 ae . 23¢ 
SN ina cei i ‘ : 

30 to 34 aa eae i as 22 
35 to 39 aide hen eee Ae ee ee Sn f a 

GE Give nc cnncesuténsadhipnndbemdehien b dbascsewises 20 
nai a thaid tiated: cote ; nee — 222 
hl ansiacasal teeta - 2 

55 to 59... acini lestninietdia 

a ial aca lon deca ala ‘ . ‘ i 

65 to 69 sisthebadedabbande obi deutte taaddene ake ae 2 
_ Ere ae enechh cialicaimataiaia tattle ical 7 is 
ER icnbiccsnadoneomeumennene a —aaanadenas saaosieadl Rinte 3 


Social Security Administration: 

In response to your request of July 15, we have already submitted to the 
committee material bearing on the various questions listed under section § of 
the questionnaire. The following is a list of the titles of material pertinent 
to section 8: 

1. Number and percentage distribution of workers who received wage 
credits under old-age and survivors insurance in 1949 by age and sex (exhibit 
KE, table 3). 

2. All workers and four-quarter workers who received wage credits under 
old-age and survivors insurance in 1949, by amount of wage credits and sex 
(exhibit E, table 4). 

3. Workers who received wage credits under old-age and survivors insur 
ance during 1987-49, by number of years in covered employment and sex 
(exhibit EK, table 5). 

4. Number of workers who received wage credits under old-age and su 
vivors insurance in 1949, by number of years in covered employment 1037-49 
and sex (exhibit E, table 6). 

5. Number of workers, by first year in employment covered under old-ag 
and survivors insurance, 1937-49, and sex (exhibit E, table 7). 

6. Number of workers, by latest year in employment covered under old-age 
and survivors insurance 1937—49, and by sex (exhibit EB, table 8). 

7. Workers in employment covered under old-age and survivors insurance it 
1949, by pattern of years in covered employment, 1937-49, and sex (exhibit 
BH, table 9). 

For distribution of employees by age, see exhibit E, table 3. 

Civil Service Commission: Some data are obtained in respect to covered em 
ployees at time of periodic actuarial valuations. No central record system of 
retirement coverage is maintained ; hence data are not currently available. Last 
valuation was as of September 380, 1947. See exhibit H, table 6, “Number and 
annual salaries of the active membership of the Civil Service retirement au 
disability fund on September 30, 1947, classified by 5-year age and service groups 
for distributions, as of that date, by sex, age, and years of service, with (oli 
annual salary rates for each subdivision. 

Department of Defense: Not available. 











eum 


RETIREMENT POLICIES AND RAILROAD RETIREMENT SYSTEM 261 


e and General Motors Corp.: Distribution of all employees by age, 1951: 
mpen- Percent 
ement of total 
By age: employees 
"16 00 Woniccswenecnncme wee enna ee wenn owen = etn siainceeesss 2 
DD 00 Diietc cdo nce ctw en acini cena et wintiliememateaminnanae a | ae 
25 to a icieriistpaneatias a ee a a a a ee ee 17 
90 tO. B@ssiektske termeanemmmnnniees pion inhabited 16 
BE for Ddsk ceca titie candice idan amnesia re 
the 1D. 40 Giicicc cette enc nckine nace annencamntepemaimbinasiadiag, 12 
SO pectin edits enientintin com nnasinimiintinpaniininies pancnnontn-cansiadbceceiciicnten a 
SO 00 Ghee eee ee ae nee eee pS 7 
BRS, G0 iincceeacmeendnidetenaiecee meet sstipenapendittnuinananqeitepnis ineginantnindedt ensae al - 5 
> Oi Bic nck centstnanaciecaiin tntadnciemennstatitaaaabidaviicdbinabaliiii a a, 3 
6 BAG DU iia iin eee cs cechaneebudses si iil ocean sn 1 
ON pacer ah cnn ences encarta stanaicahe ahaa itiiatastiniaiiacadmguiail 100 


General Electric Co, : Average age of active participants in the pension plan was 
gg years on December 31, 1951. 
American Telephone & Telegraph Co. : 


As of Oct. 31, 1951— 





Completed years of age — 
Male Female 

| 

| 











Percent Percent 
| 2.0 | 17.2 
13.6 31.3 
* 23.0 15.2 
d to the aaa ian 24.0 13.9 
hon Bel He «6 10 BBE ov eecccd scam eee Glee eden bam . = iowa } 20.9 14.9 
ertinent ee ee ere 16. 5 7.5 
5 mean eee ena ancteetlin adr ars 100.0 100. 0 
“ z 7 a aa a Pet! | 
(exhibit = 7 
. United States Steel Corp. : 
eas Age at last birthday in 1951 : Percent 
and sk ea Teta tcnn ape Ds iti A cncedasceiasenecs 6.5 
») . 
rs insur: aa BL nn nnn nnn nnn nnn nnn nnn nnn nnn nn nnn nnn nnn nnn n= === 25. 8 
86 venti cena erie eR An eENa cima tits hS 26.3 
and sex on “ f 
a a data etete teen eae ts ean chien sed cans cliemangdapacegetcantditialea dein: seuaaimicien hein 20. 8 
and sur - 61 SI Bn ee ee 15. 6 
1937-49 PUR sekeanenbwddnekescanebewnansnodcnennaleumnaehurineamens 5.0 
| NU ee aa alatadalaed sedi dat anapasicadtncapvigeetintsininateccinintnabenigenndiatamertecetecicani a, Salis al 
r old-age . 
RE ttre wikia oon enehadaastcndbinin manele 100. 0 
r old-age (2) Sex? 


Railroad Retirement Board: 95 percent of the employees in 1949 were men. 


urance it Social Security Administration : See exhibit BE, tables 3 to 9 inclusive. 


(exhibit Civil Service Commission : See (1) above. 
Department of Defense : Not available. 
any General Motors Corp. : Distribution of all employees by sex, 1951: Percent 
ystem of FOO na rae enna as een nnareweceecnsensnasinnensine 16 
ble, Last NEO sas tieneaittiaitinntasermpecntomne merewirtintabtnanto asin escsca tise 84 
mber and meee 
ment and FON aici nel enwienas imi nctitennsiinah mn cmientntincitenahen wea 100 
, groups General Electric Co. : 71 percent male, 29 percent female. 
with totat American Telephone & Telegraph Co.: As of December 31, 1951: Male, 34 


Percent ; female, 66 percent. 
United States Steel Corp. : 


Sex : Percent 
— Sia ada ieeccin Wid shinigami naan ib ga 94 
RN a ena nia ced sas tesn noes p odibinchdaaicttletenie ered cin cs 6 
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(3) Years of servicef 
Railroad Retirement Board: Employees in service in 1950 who were alive 
not retired on December 31, 1950, by completed years of service: 


; 
ir 


Number 


Completed years of service . 
; (thousands) 


Total 


Less than 1 


8 
v 


10 to 14 
15 to 19 
20 to 24 
25 to 29 
30 to 34 
35 to 39 
40 and over 


Social Security Administration: See exhibit B, tables 5, 6, and 9. 

Civil Service Commission: See (1) above. Also see exhibit H, table 7 
Service Commission—‘Federal full-time employees by years of service and 
pensation authority—June 30, 1950” giving distribution by years of service 
over 1,250,000 full-time Federal employees in continental United States on J 
30, 1950. (From joint report of Commission and Bureau of Budget to Senat 
Committee on Post Office and Civil Service, January 29, 1951.) 

Department of Defense: Not available. 

General Motors Corp.: Not available. 

General Electric Co.: Not available. 

American Telephone & Telegraph Co. : 


Credited years of service 


Under 5_. 
5 to 10 
10 to 15 
15 to 20 
20 to 30 
30 to 40 
40 to 54 


Total 


United States Steel Corp.: 
Continuous service dating from: 
OS Fin nctarcint shakneircintileatirs ctaiiideiaiadtiilimmaiapapisil bs 
1940-49___ 
1930-39 
1920-29 
Prior to 1920 
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(4) Year entered service? 


re and Railroad Retirement Board: Employees in service in 1950 who were alive and 
not retired on December 31, 1950, by year of entry: 











ercer os 7 : Number ia 
¥ Year of entry (thousands) Percent 
a tal 2, 007 100. 0 
8 os ‘ 235 11.7 
49 71 3.5 
1944-45 431 21.5 
“8 199-43 ‘ 468 23.3 
. 1929-38 rea aeaee ; 19s 9.9 
19 260 13.0 
; x0 : 250) 12.5 
-e ene See SS AN ee 21 sete Poe ee gd kh debe icueaevell ; 91 4.5 
=s tal Na ia Nae iain ic tari nadia as he echietihinbiini caalitel 4 2 
+ social Security Administration: See exhibit E, table 7. 
79 Civil Serviee Commission: Not available. 
8 Department of Defense: Not available. 
= General Motors Corp.: Not available. 
General Blectric Co.: Not available. 
American Telephone & Telegraph Co.: Not available. 
7 (Ye (yited States Steel Corp.: See (3) above. 
‘ ‘ 
nd com (5) Total years of service whether creditable or not? 
biegee lor iiroad Retirement Board: See item 8a (3 
On June Social Security Administration: Our records show only that service that is 
Senate nditable under old-age and survivors insurance. 
Civil Service Commission: Not available. 
Department of Defense: Not available. 
General Motors Corp.: Not available. 
General Electric Co.: Not available. 
American Telephone & Telegraph Co. : 
. As of Oct. 31, 1951 
Total years of service aa cE 
oor Male Female 
- ? Percent Percent 
{ Under 5 eee eee ea = eit ere 30. 4 51.3 
6-10... soak os eae 19. 0 23.9 
10-15... 12.1 5. 1 
15-20 3.7 | 3.2 
20-30 23.9 11.4 
30-40 | 9.2 4.6 
. 40-54 1.7 | 5 
TUR. ckdabd tinea ascetehdce daUk bile adlik he i kchtiniaompiaiinensiaeati ipainacabiemetien 100.0 | 100.0 
Percent United States Steel Corp.: Not available. 
21.6 : : . . 
--- mt (6) Year left service (for former employees with pension rights)? 
wed Railroad Retirement Board: No information by year left service. See exhibit 
- $e |, table 1, Railroad Retirement Board, “Number and percent of employees alive 
a ¢ and not retired on December 31, 1950, by completed years of service and employ- 
Co anil ent status in 1950” for distribution of employees not in service in 1950 by com 
100.0 pleted years of service. 


Social Security Administration : See exhibit E, table 8. 
vil Service Commission: Not available. 

Department of Defense: Not available. 

“eneral Motors Corp.: Not available. 

General Electrie Co.: Not available. 

American Telephone & Telegraph Co.: None. 
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United States Steel Corp.: Employees lose all pension rights upon terminatioy 

of service other than by retirement on pension. 
(7) Average monthly earnings? 

Railroad Retirement Board: $343 in 1951. 

Social Security Administration : See exhibit E, table 4. 

Civil Service Commission: Commission makes annual study of pay structure 
of Federal civil service. See exhibit H, table 8, Civil Service Commission, “Py 
civilian full-time employees in the executive branch of the Federal Governmen 
by annual-equivalent pay groups and compensation authority, continental Uniteg 
States, June 30, 1951,” which gives distribution by annual-equivalent pay groups 
as of June 30, 1951. 

Department of Defense: Not available. 

General Motors Corp.: Not available. 

General Electric Co.: $350. 

American Telephone & Telegraph Co.: Average monthly wage rates of October 
31, 1951, for full-time employees (does not include overtime) : 


Percent 


Under $200_. ~ ah oa 6.0 
$200 to $300 ; isiasics ‘ sted hebioeteent 18.9 
$300 to $400 : re 5 40.0 
$400! to $500_. : aekd ehiets at Seibdiadenindainae ; 
$500 to $600 

$600, and over 


Total 


United States Steel Corp.: Distribution of employees by varying levels of 
monthly earnings is not available 
(8) For retired employees—age at retirement (age and disability sepu 
rately)? 
Railroad Retirement Board: Average age on date annuity began: 


| 


Age annuities 


Full | Reduced 





63. 1 

: = ‘ 63.9 

1950__. s so ; 64.2 
January-November 1951 aa 64.5 


For awards in— Total Fs 
| 
| 
| 
| 
| 
| 


Social Security Administration: Average age at time of award for old-age 
insurance (primary) beneficiaries: 


Year of award 
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narth of Defense: Regular Army retired officers by age at retirement’: 
Depa ment . A £ 


Fiscal year 1952 
retirements 
Age group 


Service | Disability 

9-B0. . <---2ssacasomanaemnesnsnsoees-see- 16 
4 won ceeeeceress-- oce~ . 24 
4 . eodnecoce ° 15 30 
5-8 vicdrass oie iphcors 63 69 
Ah and OFGEccduus.bsdekenleeaiaes el lt Lah a Sd 74 67 
Total batlasin dire Sheen fase Bove Bee 152 206 


Data for reserve officers and enlisted personne! are not readily available 


Navy officers and enlisted personnel] transferred to retired list and fleet reserve 
since 1950 by age at time of transfer: 


Nondis- 


Age group abies: Disability 

Under 20 spaiiiienial omelette al see = eciteliaiasiaiiinmnas 57 
+30 Sceuenspebackeess : : a iets inde Wiwubiwekecot 2, 704 
i) -4( z . ae wusiicalpipainiciiante a i Je 4} 1, 138 
SS ea ee ee pions an oul 1, 486 | 674 
os ac aceniredncaineeennth awe ; . 2 ‘ inch ae 1, 848 156 
and over pSveateagenusatds te piietéiséduwsea - ivéuouke 282 26 
Pe eitidubetanovedunisiatons neeeesebietin 3, 620 | 4, 755 


Similar age data are not readily available for the Marine Corps and Air 
Foree, 

Civil Service Commission: See exhibit H, table 1, Civil Service Commission, 
enployee annuitants added to the rolls during the fiscal year ended June 30, 
1951 

General Motors Corp. : Not available. 

General Electric Co.: Average age at retirement for retired employees: 














Male | Female 
Normal retirement. _ . . ; | 65 | 60 
Optional spcmiidasadanel iia dutonsen 62 | 57 
Set OT 55 | 50 
Total 64 59 
amma Ee en kN 62.8 


American Telephone & Telegraph Co.: Service retirements 1950, age at retire- 
ment: 


| Male | Female 


| 
| 
Percent Percent 


“ 


6-65 aeishhlont oe ag raaickerupcsaienee 25 17 


100 


Total___- ee age ee Te eee enate 100 


_ Data not available for disability retirements. 

nited States Steel Corp. : Percentage 
Unde ease SE eee A) wi ig SRE Te eal 4. 86 
Oe ee ee 18, 22 


@ and GO ee ee hs a ake ce on eee ay A ennai ade. 76. 92 
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b. Turn-over 
(1) For the year 1951 how many employees ceased employment with 4, 
company—discharged, quit, retired, other reason? Give thei; an 
and service distribution. 


Railroad Retirement Board: Data on separations and accessions for 1997 
are shown in exhibit I, table 2, Railroad Retirement Board, “Railroad employe 
by employment status, 1937-50.” Exhibit I, table 3, presents additional da: 
“Employees with service in 1949 but not in 1950, by number of years (after 19% 
in which service was performed and by age.” 

Social Security Administration: 

Material bearing on turn-over is contained in exhibit E, tables 5, 6. 7 ¢ 
and 9 referred to above. In addition we have prepared the following ty 
tables pertinent to the questions asked in b (1) and (2). 

“Number and percentage distribution of workers covered in employment 
1949 by employer change, age, and sex” (exhibit E, table 1). 

“Number and percentage distribution of workers in covered employn 
in 1949, classified by new entrants, reentrants, age, and sex” (exhibit F 
table 2). 

Civil Service Commission : 

Separations of full-time employees of executive branch in continental Unit, 

States during 1951: 

Quit__ - -<-<------- . _ ss 400), 49] 

Movement to other agencies_- om aesacae as ; -. 36,736 

Entry into military service____- 

DisCRSTOD....<nancnn: 

Reduction in force________-~- 

Termination of temporary employment 

Extended leave without pay_.-_------- Comer ianeenas 

Other (includes retirements, death, separations for legal incom 
petence and separations for disability--.._._._--__.--_-________- 


IIE cad bbcndints: 


Age and service distributions not available. 
Department of Defense: Not available. 
General Motors Corp.: Since the present retirement program has been 
for such a short time, the data requested would not be significant. 
General Electric Co.: Not available. 
American Telephone & Telegraph Co. : 
1951 employee separations, regular and temporary : 
Resigned _..--___ 
Laid off...._- 
Dismissed _._._-- — 
Work completed *____-____ 
Leave of absence 
SD Siti ea enace anne theoreti an 
Other, including deaths._______ 


pI AE NE SO el tad nee ere 
41 Temporary employees. 
Resigned, laid off and dismissed among regular employees by service credit 
eee? 2 9ORP ooo sss = a _ 50, 6 
1-2 years_._--__- 
2-5 years 
5 years and over 


Total debi ; ‘ —_ ‘ — 
Age distribution not available. 

United States Steel Corp. : Statistics on turn-over with respect to those ¢ 
by the 1950 noncontributory pension rules are not available. Answer 
respect to employees of the steel-producing subsidiaries of United States Ste 
Corp. Approximately 100,000. 


(2) How many employees were hired? Of these, how many had been 
employees in previous years? Give their age distribution. 

Railroad Retirement Board: Data on new employees and reentrants for the 

years 1937-51 are given in exhibit I, table 2, Railroad Retirement Board, “Ral 
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ad employees, by employment status, 1937-51.” Age distributions of new 
4 jJoyees and reentrants in 1950 are given in exhibit I, table 4, Railroad Retire- 
ou Board, “Employees with service in 1949 but not in 1948, by age.’ 
Social Security Administration: See b (1) above. 
Civil Service C ‘ommission : 
Accessions of full-time employees of executive branch in continental United 
States during 1951: 


PRONE ects enti b dong tena eile class ae coeataie dal aa 
Movement from other agenc a a a ce ame acai 26, 127 
Indefinite______-_ ichenmengetee le le a eal _.... 695, 741 
WTR OVRUNE RUIN a cd ai eo ost ne erseresc ns nen oer eae seen 72, 716 
Excepted from civil service___..-~--~- sidisiasininitaninmdatanmhe ae 
Return from military service__....__.______- oe See See 8, 403 
Return from leave without piv. soi ne ene 15, 260 

a caches aeh do abs chelsea cdot at Anil ld aban is RRS chcipctctselnsnniaed ..... 933, 976 


Number who had been employees in previous years and age distribution 
not available. 
Department of Defense: Not available. 
General Motors Corp.: Since the present retirement program has been in effect 
forsuch a short time, the data requested would not be significant. 
— Electric Co.: Only data available is that on December 31, 1951. There 
ere approximately 56,700 employees on the payroll who had less than 1 year of 
service. 
jnerican Telephone & Telegraph Co. : 
1951 employee additions, regular and temporary: 


Nn a heat esasccrscacov-cxsencetrimnnesntsioviraneie-gmnrin va tnacsinoinainaainig adwebidash 172, 804 


TERR Ue RE: SON he ga ae etic eerie nperbein mint mareats 17, 708 
DOR itcaticiatnectabwiitradennuds oak ccadonieanadadiaey 190, 512 


Prior service not available; age distribution not available. 
United States Steel Corp.: 

Statistics on turnover with respect to those covered by the 1950 noncon- 
tributory pension rules are not available. Answer is with respect to em- 
ployees of the steel-producing subsidiaries of United States Steel Corp. 

Approximately 100,000 employees were hired of whom about 15 percent 
had been employees in previous years. Their age distribution is not readily 
available, 

9. CHANGES BY YEARS SINCE 1940 
a. Total pay roll? 


Railroad Retirement Board: 











i 
| Payroll (millions) | Payroll (millions) 
Year ts — r Year Ss Baral 
Total Taxable | Total | Taxable 
194 $2, 248 || 1946__ : ee $4, 883 $4, 639 
1941. . 2, 657 1947_ 4,750 
1942 3, 302 || 1948 | 4, 952 
1943. 3,944 || 1949. _- 4, 609 
1944. 4, 301 1950... ‘ ‘iencnineicchian 5, 327 | 4, 704 
WR nine ona 4,340 || 1951_- Scccatansents Ge |.) cree 





| ! 


Social Security Administration : 

We submitted to the committee in response to your request of July 15 the 
following materials, identified by number, which bear on the questions asked 
in section 9: 

“Contribution rates and taxable earnings maximum under old- age and 
survivors insurance.” Exhibit BE, table 10. 

“Selected data on total and average taxable wages and average primary 
insurance amount under old-age and survivors insurance, and the con- 
sumers’ price index, 1937 to 1951.” Exhibit B, table 11. 

“National survey of old-age and survivors insurance beneficiaries, 
- 1951.” Exhibit F. 

For total payroll, see exhibit E, table 11. 
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Civil Service Commission: Not available. 

Department of Defense: Not available. 

General Motors Corp.: Since the present retirement program was 
until 1950 answers to this item have been omitted. 

General Electric Co. : 


hot adopted 


Payroll Payrol 

Year (millions) | Year (millions 
I ice iio acetal pian Gath O27G.'6 V1 0GT an icw cceis Sie cltete a $559 8 
sa tet ith de oita:deabinaiiivieicibenintines avtioen iO: FT Gin eee ee i GRD ° 
a El abainalen 506, 0:1 1960... eee Ue BNR * 
BN pibini cette eist am nabaad GOT. 2 WOO intteccret aay 
ee et a op eee ef eaneons ey ee i Rae» 
SP aiek tk Shes hascuceitasieletscchiee babendiivabuibaatapanie 404. 7 

American Telephone & Telegraph Co.: 

Payroll? Payri 

Year (thousands) | Year (thousands 
a ea shinee telithiasiiacial — i UC: ee od i dccinbdbeia Ae we: TOT 
ee 635, 316 | 1948______ Sento ae A 
BPI uke ti ciltecbaitisicigpictstcanamntetabinitie Ti O28 Jie etsennns tana 1, 663. RR 
BO icant maiibindannit cilia intake i Badin alee bere heinsithins inemctamecsees: dy TOL, COR 
li ctbecactatsesmasemesatiiiiniee, <inincaueiuntastmieecens 440k tt 
aaa “on mmvanctieame Ly aiey a c 

1 Includes various payments for time not worked 

United States Steel Corp. : In 1950, the total payroll of United States Stee! Corp 
and subsidiaries was $1,018,538,548, and in 1951 was $1,217,611,480, and averag: 


weekly earnings were $69.10 and $79.24, respectively. (See annual report for 

1951.) Figures for prior years are not included because the 1950 noncontributory 

pension rules were not in effect. 

b. Average weekly or monthly wage? 
Railroad Retirement Board: 


Average monthly wa 


AGAG 
Year 
Gross } 
All W 
ployee 
1940 . $159 $142 
1941 A 170 I 
1942 ‘ 192 167 
1943 215 18 
1944. ea : 226 1K 
1945__ aaehies “— 225 SS 
1946... - " ss e 151 210 
1947 —* 267 2 
1948 Deiehe eel eel 296 
1949 ; : - . 305 4 
1950 is z : 312 245 
1951 _- 2 ‘ ae 344 2 








! Average taxable compensation per month of service. 
Social Security Administration: See exhibit E, table 11. 
Civil Service Commission: 
Commission’s annual study of pay structure of Federal civil service started 
in 1946. Average annual salary rates for employees of executive brancl i 
continental United States: 





Average annual 


Date salary rate 
Nee ne ete neanneatine $2, 689 
ne Ea Ee ea aldiondamine - 2,89 
A ie yoke mn bnd-niebie-anbusdenemeaas - oon 
CO 1, BOD iicknttiin bceninne ee tensciisingpenncnss- ----- 352 
Se IRE Ui chitithiiti- hinstbectiahittdsiladthnaasninn~ - 3,504 


ethane niilen oO 


1946 and 1947 include both full-time and part-time employees; subsequent 
years include full-time only. 
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Department of Defense: Not available. 

Generali Motors Corp.: Since the present retirement program was not adopted 
until 1950, answers to this item have been omitted. 
General Electric Co. : Not available. 


American Telephone & Telegraph Co. : 




















Average weekly Average weekly 
wage ! | wage ! 
babe Year eae et as 
Male ) Female | Male Female 
Socieutdectiealil $52. 85 | $23. 92 ! 147. eee eeeeeennenen-} $70.93} $40.86 
ee 54. 68 24.49 || 1948_- , nthieaa cates 74. 11 43. 21 
eisatien 56. 86 | a8 f eee cy ee 45. 96 
~ i ‘eet | eee 90; OB: FF SING sore a= es, ies | 82.48 | 47.55 
yrou 1045 teres Sh | 60. 98 is Bice co ensnetince 87.33 50. 01 
me fa Reese 68. 40 36.17 
59, 787 Sa u s ceil 
Be, 336 1 Wage rates for regular employees (including employees on leaves of absence) as of December 31, 
bo, S85 1041 and 1942 and October 31 thereafter. 
OO, 526 
83, 027 Tnited States Steel Corp.: In 1950, the total payroll of United States Steel 


Corp. and subsidiaries was $1 018,538,543, and in 1951 was $1,217,611,480, and 
average weekly earnings were $69.10 and $79.24, respectively. (See annual report 
for 1951.) Figures for prior years are not included because the 1950 non- 


| Cor : : 
? utributory pension rules were not in effect. 


verage 
ort for e Contribution (taw) rate or amount? 
batory Railroad Retirement Board: 


Tax rate? Taz rate! 

(percent) (percent) 
TOAD) ...-»ssnivnsa-aviiesiapinanncdeiediieatbaaice 3 Bie -chccliatinsi ncncaipdianleiitis Aineipailconaiiaccamma dees 38% 
OED onc. ccisacicrntecndeeun tanned etetndiaed 3 Re tnctinc cen visi iin thabecitn eaibichle ctietaltac al 5% 
142 «shail slices diem aaa nigics tok a 3 ica acl ean Bo 5% 
1048 siinsoararshandiictllenateaieienacuneeeeiaiaaias Sa B ahaha icici a icins ti esti nace 6 
TMA. 2 cienaiend Sacesotas ti aetdiadiieaiad . 2: are iki dalilien tndaitadieldiar acadeataiclbiniaced 6 
NN scens-scenginnsion meade bh eile i Sica ctices-s-senecdieedihtacccandatiidetiiiiicenteninciiial Add 6 


'Tax rate is 6% percent on employers and employees for 1952 and subsequent years. 


Social Security Administration; See exhibit E, table 10. 

Civil Service Commission: Contribution rate changed July 1, 1942, from 3%4 
percent to 5 percent, and July 1, 1948, from 5 percent to 6 percent. For changes 
in amounts contributed by employees and Government as employer, see columns 
land 2 of exhibit H, table 9, Civil Service Commission “Operating receipts and 
disbursements and balance in the fund for fiscal years 1921 to 1951.” 

Department of Defense: Not available. 

General Motors Corp.: Since the present retirement program was not adopted 
until 1950, answers to this item have been omitted. 

General Electric Co,: Payments to pension fund: 


| 
| 











Year | Company Employees | Year Company Employees 
Od se ee es i 
i sites $2, 115,000 |...........-.--|] 1947. _...----| $28,450,806 | $9,855,307 
comesueeacst . eer |} 1948-2222] 84, 780, 802 12, 070, 121 
sfc hs 12, 000, 000 } 1949... -2.......| 37,309,890 | 11, 881, 253 
ee a SS -|| 1950.-.-.-----.---- 42, 344, 299 13, 790, 483 
hswwerserenmnsne| <i E Inn |] 1051..—.....-.-.-.- 48, 972, 714 15, 987, 445 
started MMO 12, 474,177 | $2, 912, 047 | 
ranch ip z sai 
ye annual American Telephone & Telegraph Co. : 
ry rate Service pension Service pension 
580 Y 
_ $2, 6 ear accrual rate Year accrual rate 
» 
2, = eta ee et Se ee 7.09 
3 983 in diiriannennnnsncininebahamoaetiitnabitaaiadiees eg aia chet roe nesa chia cee tenance cei 6. 90 
> oo A nnn nnn PI © SI ionicisntieenecerrmmregidanencaienie 6. 86 
on el ae NE Se akccierwenesteteinnintadaaess 7.5 
» Se EE Wi atinncumipsdaadiiiaennd aimmininaia it aT at aciaiasitasstadiciasimempemiialisaiiencioaseiiciaiee 7. 20 


psequent J “© *V--~--~-~-------_--________ 6. 86 
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United States Steel Corp.: In 1950, amounts funded under noncontributory pr 
visions of the pension plan were $106,273,653, and in 1951 were $93,148,049. pj, 
ures for prior years are not included because the 1950 noncontributory pensior 
rules were not in effect. 


d. Amount of wage on which contribution (tawv) is based? 


Railroad Retirement Board: $300 per month. 

Social Security Administration: $38,000 per year, 1937-50; §3,600 per year 
after 1950. , 

Civil Service Commission: No change. Contributions have continuous), 
based on total basic salary, pay, or compensation. 

Department of Defense: Not available. 

General Motors Corp.: Since the present retirement program was not adopted 
until 1950, answers to this item have been omitted. 

General Electric Co.: Not available. 

American Telephone & Telegraph Co.: 


been 


Payroll subject Payroll subject 
to pension accrual | to pension accrual 
Year (thousands ) Year (thousands) 
1941 Re RE eee ee 
1942_ - i nici aa 594, 375 | 1948_____-_- a ee ae 1, 442. 507 
1943 ei ale es alee i a | ee _..-. 1,568, 878 
1944... 4 4 698, 053 | IA tl tala ie ek 1, 575, 529 
1945 -- DO waneaweenaewame 781, 813 1951__ oun een S 1, 748, $99 
PR cddihctchcncadiini austariivionitcctninien:, ate 


United States Steel Corp.: The basis of wage upon which contributions is based 
has remained unchanged. 


e. Cost of living? 


There is no direct or explicit provision in the system for changing the leve 
of benefits to meet changes in the cost of living. However, the amendments of 
1948 and 1951 providing higher benefits were influenced in substantial part by 
the rise in the cost of living. 

Social Security Administration: See exhibit E, table 11, and exhibit F and ex 


hibit G—a press release issued last year by the Bureau of Labor Statistics 
entitled “Elderly Couples Require up to $1,900 a Year for Modest Urban Livi 
This release includes a budget estimate for an elderly couple for various cities 
in the United States. 

Civil Service Commission: Not applicable. Government salaries are 1 
lated to Bureau of Labor Statistics Consumers Price Index, although increases 
since 1940 were no doubt due to increased cost of living. 

Department of Defense: Not available. 

General Motors Corp.: Since the present retirement program was not adopted 
until 1950, answers to this item have been omitted. 

General Electric Co.: Not available. 

American Telephone & Telegraph Co.: No cost-of-living differentials 

United States Steel Corp.: Not applicable. 

f. Benefit structure or rates? 

Railroad Retirement Board: 

1946 amendments: 

Reduced service requirement from 30 to 10 years for total and permanent 
disability annuities under age 60. 

Introduced an occupational-disability provision for individuals having @ 
current connection with railroad industry. This type of benefit was subject 
to a service requirement of 20 years for employees under age 0 

Substituted a new minimum annuity provision of $3 per year of service 
up to $50. 

Eliminated the lump-sum benefit of the 1937 act. 

Introduced a set of monthly survivor annuities and insurance lump suis 
to dependents of deceased employees patterned after those of the 1989 So 
Security Act amendments. These benefits were based on combined railroad 
and social-security coverage and averaged about 25 percent higher than under 
the Social Security Act as it then existed. 

1948 amendments : 

A 20-percent increase in all retirement benefits, disability as well as ag° 
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A restoration of the lump-sum death benefit of the 1937 act, with modifica- 
tions. The benefit became equal to the excess, if any, of 4 percent of the 
employee's railroad earnings in 1937-46 and 7 percent thereafter over the 
total amount already paid out in retirement and survivor benefits. 

1951 amendments : 

A 10-year service requirement was introduced for the first time for all 
monthly retirement and survivor benefits. 

year Retirement benefits were increased by 15 percent. 

Service after age 65 was made creditable. 

been A spouse’s annuity was included equal to one-half of the employee's an- 
nuity, subject to a maximum of $40. 

A new over-all minimum annuity provision was introduced to guarantee 
opted that the employee or his survivors would get no less because of the separate 
existence of the railroad retirement system than they would receive if all 
earnings after 1936 (railroad compensation as well as social-security wages) 
had been included in the social-seciirity coverage. 

Monthly survivor benefits were increased by 3314 percent, while the insur- 
ance lump-sum death benefit was increased by 25 percent. 

Cases representing employees with less than 10 years of railroad service 
are transferred to the Social Security System. 

A provision was included designed to “place the Federal old-age and sur- 
vivors insurance trust fund in the same position it would have been had 
service as an employee (railroad) after December 31, 1936, been included in 
the term ‘employment’ as defined in the Social Security Act and in the Fed- 
eral Insurance Contributions Act.” 

Swial Security Administration: See exhibit B, table 11. 

Civil Service Commission : 

In 1940, basic annuity was the greater of following two amounts: $30 for 
each year of service, up to 30, plus amount of annuity (determined actu- 
arially) purchasable with individual retirement contributions (first portion 
of this amount not to be more than 75 percent of 5-year average salary or 
less than second portion) ; 5-year average salary, up to $1,600, multiplied 
by years of service, up to 30, and divided by 40. 

In 1942, a third guaranteed minimum basic annuity equal to 5-year average 
salary, multiplied by years of service, up to 35, and divided by 70, was 
provided. 

In 1948, above was replaced by following formula: For 5-year average 
salaries of $5,000 or less, 1 percent of average, plus $25, multiplied by years 
of service; for 5-year average salaries of more than $5,000, 114 percent of 
average multiplied by years of service; basic annuity in either case not to 
exceed 80 percent of 5-year average salary. 

A 25-percent, not to exceed $300, increase was given to employee-annui- 
tants who retired before April 1, 1948, by acts of February 28, 1948, and 
July 6, 1950. 

Act of July 16, 1952, increased annuities of both retired employees and 
survivor-annuitants by smallest of following four: $36 for each full 6-month 
period between commencing date of annuity and October 1, 1952; $324; 
25 percent of annuity ; amount necessary to raise annuity to $2,160. 
Department of Defense: Not available. 

General Motors Corp.: Since the present retirement program was not adopted 
until 1950, answers to this item have been omitted. 

General Electric Co.: Not available. 

American Telephone & Telegraph Co.: See exhibit C, American Telephone & 
Telegraph Co. pension plan—memorandum outlining the more important revi- 
sions in the text of the employees’ benefit plan since its adoption effective 
January 1, 1913. 

United States Steel Corp.: See answers to questions 1, 2, and 3. 
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g. Average benefits paid—by type? 
Railroad Retirement Board: Average benefits paid : 


Retire- Wives’ Aged (Widowed) Chil. | 
At end of— ment Pensions annuities widows’ | mothers’! dren’s | Parent 


annuities annuities | annuities | annuities | ®"Uities 
| 


¢ een. 1 | $58. 78 
1941 ie caaee 65. 82 58. 98 
1942 65. 99 
idee icacbee di ae 66. 33 

Mio cnancuiseuc ae 66. 78 

Wikis dicncie sche 67. 42 
| EE aes 67. 90 | A 
eat retarted 70. 42 Da cnet we .19 | 6.77 

_ BOR RL 83. 86 recy es 26. 87 
1949. __ Hd 83. 38 ; peated . 4 27. 25 
ca wks at arent ae cawes 82. 75 A vias B 27. 63 
I Sia aht a Rescinei mma 93. 67 om $39. 72 | 37. 46 
September 1952._......... 94. 90 80} 36.40) 41.80 48. 80 











Nortrs.—1. No survivor insurance benefits were paid before 1947. 2. Averages for September 192 
are estimated to reflect the adjustments required under the 1952 amendments to the Social Sec irity 
Act. 


Social Security Administration : See exhibit EB, table 11. 

Civil Service Commission: See exhibit H, table 5, United States Civil Service 
Commission, “Number of employee annuities and survivor annuities on the 
rolls, by rate of annuity, and average annuity for certain fiscal years.” 

Department of Defense: Not available. 

General Motors Corp.: Since the present retirement program was not adopted 
until 1950, answers to this item have been omitted. 

General Electric Co.: Not available. 

American Telephone & Telegraph Co.: Average monthly pension December 31, 





| 


Service ! | Disability | Death benefits 


$74 $34 | Not available 

73 34 Do. 
34 Do. 

34 Do 

Do, 

Do 

Do 

Do. 

Do, 

Do, 

Do. 


1 Exclusive of social security. 


United States Steel Corp.: This information is not available for years prior 
to 1951. 


h. Marimum and minimum benefits paid—by type? 


Railroad Retirement Board: 
Retired employees (annuitants) : 
Maximum payable: 
January 1940—June 1948 
July 1948—October 1951 
Beginning November 1951 
Minimum payable: 

January 1940-December 1946: For employee age 65 with 20 
years of service, minimum was $40 per month; provided, however, 
if monthly compensation was less than $50, annuity equaled 80 per 
cent of the monthly compensation, except that, if such 80 percelt 
was less than $20, annuity was $20 or the same amount 4s the 
monthly compensation, whichever was smaller. 

January 1947—June 1948: For employee having a current conne™ 
tion and not less than 5 years of railroad service, the minimum was 
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the least of: (1) $3 multiplied by the number of years of service; 
or (2) $50; or (3) employee's monthly compensation. 

July 1948—October 1951: For employee having a current connec- 
tion and not less than 5 years of railroad service, the minimum was 
the least of: (1) $3.60 multiplied by the number of years of service; 
or (2) $60; or (3) employee’s monthly compensation. 

Beginning November 1951: For employee having a current con- 
nection and not less than 10 years of service, the minimum is the 
least of: (1) $4.14 multiplied by the number of years of service; or 
(2) $69; or (3) employee’s monthly compensation. However, the 
minimum benefit could be higher if the social-security minimum 
guaranty applies. 

Nore.—If the minimum provisions do not apply, the actual benefit 
could, of course, be lower. 


Retired employees (pensioners) : 


Maximum payable: Same as for annuitants. 
Minimum payable: No pravision. 


Monthly survivor insurance benefits: 


None payable before 1947. 

January 1947—October 1951: Where total family benefit is more than 
$20 and exceeds either (a) $120, or (b) an amount equal to twice the 
employee’s basic amount, or for employees other than those completely 
insured solely because a pension was payable to him, or a retirement 
annuity based on service of not less than 10 years which began before - 
1948, such family benefit exceeds (c) an amount equal to 80 percent of 
the employee’s average monthly remuneration, whichever such amounts 
is least, such family benefit shall be reduced to such least amount or to 
$20, whichever is greater. Whenever such family benefit is less than 
$10, it shall be increased to $10. 

Beginning November 1951: Where the total family benefit is more 
than $30 and exceeds either (a) $160, or (b) an amount equal to 2% 
times the employee’s basic amount, whichever of such amounts is the 
lesser, such family benefit shall be reduced to such lesser amount or to 
$30, whichever is greater. Whenever the family benefit is less than $14, 
it shall be increased to $14. However, if the social-security minimum 
guaranty applies, the minimum family benefit could be above $14, and 
beginning September 1952 the maximum could be as high as $168.80. 

Nove.—Actual family benefit could be lower than the minimum pro- 
vided because of adjustments to recover overpayments or for other 
such reasons. 


Social Security Administration : 
Maximum and minimum benefits. 
1940 through August 1950: 


Maximum family benefits: 80 percent of the worker’s average monthly 
wage, two times the worker’s own benetit, or $85, whichever is least, 
except that the maximum provision shall not reduce family benefits to 
less than $20. 

Minimum family benefits: $10. 

Maximum benefit for retired worker : No specified maximum, but high- 
est possible benefit through August 1950, $45.60. 

Mininium benefit for retired worker : $10. 

Individual supplementary and survivor benefits: No specified maxt- 
mum or minimum but as benefits are specified fraction of the worker's 
own benefit, they were affected by the amount of the worker's benefit. 
Wives, children, and parents received one-half and widows received 
three-fourths the amount of the worker’s benefit. The individual bene- 
fits are also affected by the operation of the family maximum and 
minimum provisions. 


September 1950 through August 1952: 


Maximum family benefits: 80 percent of the worker’s average monthly 
wage or $150, whichever is less, except that the maximum provision 
could not reduce family benefits to less than $40. 

Minimum family benefits: No specified minimum. 

Maximum benefit for retired worker: $68.50 through March 1951. Be- 
ginning April 1951, the highest possible benefit under the formula was $80. 

Minimum benefit for retired worker: $20. 
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Individual supplementary and survivor benefits: No specified maxi 
mum or minimum but these benefits are specified fraction of the worker's 
own benefit, as mentioned above. See section 3 6 for informatio, 
about the method in effect since September 1950 for determining the 
amounts of individual benefits. 

September 1152 and after: See section 3 ¢ (5). 

Civil Service Commission: Figures not available; for size distribution, See 
exhibit H, table 5, Civil Service Commission, “Number of employee annuitant 
and survivor annuitants on the roll, by rates of annuity, and average annuity 
for certain fiscal years.” ; 

Department of Defense: Not available. 

General Motors Corp.: Since the present retirement program was not adopted 
until 1950, answers to this item have been omitted. r 

General Electric Co.: Not available. 

American Telephone & Telegraph Co.: Maximum and minimum by years not 
available. 

United States Steel Corp.: See answer to question 3 d. 


EXHIBITS 


Note.—With reference to the exhibits referred to throughout this appendix 
exhibits B, C, and I are at the end of this appendix. Immediately following this 
note is a list, giving the titles of the materials in appendixes A, D, BE, PF. G. and 
.H. These may be obtained from the Government agency concerned (either the 
Civil Service Commission or the Social Security Administration), 








Exhibit] Tle | Description 
NO? 
A CSC—Amendments to the Civil Service Retirement Act. 
D CSC—Employees excluded from participation in the plan by law or Executiy 
E 1 | SSA—Number and percentage distribution of workers in covered employment 4 
by employer, change, age, and sex, 
E 2 | SSA—Number and percentage distribution of workers in covered employment 4g 
classified hy new entrants, reentrants, age, and sex. 
E 3 | SSA—Number and percentage distribution of workers who received wage credit 
| old age and survivors’ insurance in 1949, by age and sex. 
E | 4  SSA—AlIl workers and 4-quarter workers who received wage credits under OAS! in 1949 
by amount of wage credits and sex. 
E 5 | $SA—Workers who received wage credits under OASI during 1937-49, by numb« 
| vears in covered employment and sex. 
E 6 | 88SA—Number of workers who received wage credits under OAST in 1949, by nu 
years in covered employment 1937-49 and sex. 
E 7 | 88SA—Number of workers, by Ist year in employment covered under OASI, 19374 
and sex. 
E 8 | SSA—Number of workers, by latest year in employment covered under old-ag 
| survivors’ insurance 1937-49, and by sex. 
E | 9 | SSA—Workers in employment covered under old-age and survivors’ insurance 
| by pattern of years in covered employment 1937-49, and sex 
mai 10 | SSA—Contribution rates and taxable earnings rnaximum under old-age and sury 
insurance. 
E 11 | SSA—Selected data on total and average taxable wages and average primary insur 
amount under old-age and survivors insurance, and the consumers’ price 
| 1937 to 1951. 
F | SSA—Preliminary findings of the national survey of old-age and survivors insura 
| beneficiaries, 1951. 
G ES SSA—“Elderly couples require up to $1,900 a year for modest urban living,’’ Bures 
Labor Statistics. 
H 1 | CSC—Employee annuitants added to the roll during the fisea! year ended June 30, 1% 
H 2 CsC—Survivor annuitants added to the roll during the fiscal years 1941 to 195! 
H 3 | CSC—Employee annuitants on the roll as of June 30, 1951. 
H 4 | CSC—Survivor annuitants on the roll as of June 30, 1951. 
H 5 | CSC—Number of employee annuitants and survivor annuitants on the roll, by rates 
annuity, and average annuity for certain fiseal years. 
H 6 | CSC—Number and annual salaries of the active membership of the civil service ret! 
ment and disability fund on Sept. 30, 1947, male and female—classified hy 5ye# 
| | age and service groups. 
4 7 | CSC—Federal full-time employees by years of service and compensation autho 
| June 30, 1950. ; a) 
H 8 | CSC—Paid civilian full-time employees in the executive branch of the Federal Gover 


| | ment by annual-equivalent pay groups and compensation authority, cool 

nental United States, June 30, 1951. ; ai 

H 9 | CSC— Operating receipts and disbursements and balance in the fund for the fis: al yea 
1921 to 1941. 
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Date 


5, 1928 


1, 1929 


1, 1930 


1, 1936 


23, 1938 


5, 1940 | 


9, 1942 


1, 1943 


1, 1944 


1, 1046 


33494 





ExHipBit B 


General Electric pension plan—Amendments 1912-50 


Nature of change 


Inception 


Revision 
do 


do 


New provision 


Revision... 


do 


do 


do i od 


Partial termination 


Revision - - - s 


Interpretation 
Extension. . . 
New provision 


Revision . . - .. 


—53—pt. 1——20 





Provisions affected 


1. Pensions for all men age 70 and women age 60 with 20 years of 

service, ; 

2. For permanently incapacitated, pensions for men age 65 and 

women age 55, with 20 years of service 

3. Annual rate: 1 percent average annual earnings for 10 prior 

years times number of years’ service 

Permanently incapacitated employees may be retired after 20 years 
of service, at the diseretion of pension board (formerly could he 
retired after 20 years of service only if man over 65 years old, or 
woman over 55 years’. s 

Rate increased to 1% percent (formerly 1 percent). Applied to 
existing pensions and future grants. 

No increase in pension for employees who continue to work after 
reaching pensionable age. 

Pension trust created to fund pensions (amount for_nerly carried 
on GE books as a reserve). Trust irrevocable, except for notice 
served not kss than 400 days in advance by ¢ board of directors, 
or upon death of survivor of A. D. Marshall and L. W. Mosher 
Initial payment to trust, Dec. 31, 1927, $5,000,000 














1, Optional retirement for men age 65-69, with 20 years of service, 
rate based on life expectancy. Membership in additional 
pension plan necessary, except for employees over 45, with 


5 years’ service on July 1, 1928. 

2. Temporary employees or persons on retainer not eligible (form- 
erly all employees were eligible). 

3. Government pension, toward which GE contributes, deductible 
from amounts of GE pensions. 

Pensions provided for permanently incapacitated with 20 years’ 
service and age 65 (formerly 20 years’ service alone At discre- 
tion of pension board, such employee may be retired before age 
65—called disability relief. 

Membership in additional pension plan a condition of eligibility 
for a pension (formerly applied only to optional retirernent) 
except for employees over 45 with 5 years’ service on July 1, 1928 

1. Employees of domestic affiliates, 95 percent of whose voting 
stock is owned by GE, may participate in the plan 

2. Retired employees can engage in outside activities not prejudicial 
to GE interests. 

1. Employee on the payroll at Dee. 31, 1935, who participates in 
additional pension plan on or before completion of 5 years’ 
service is covered by the plan. 

2. Pensions in 2 parts—1l part by GE and the other by Federal 
Government. 

3. Employees whose service dates from Jan. 1, 1936, covered only 
by the Federal social security plan on first $3,000 earnings each 
year, (Salaried employees earning over $3,000 per annum 
may participate in contributory pension plan.) 

Trust made irrevocable at any time prior to the satisfaction of all 
liabilities with respect to employees under the trust (formerly 400 
days’ notice, or upon death of survivor of A. D. Marshall and 
L. W. Mosher). 

Federal primary benefit to pensioner (payable after Jan. 1, 1940) to 
be deducted from company pension; no deduction for Federal 
benefits to wives and children. 

Pension board duties extended to include “‘studying and advising 
with respect to all the present employee benefit plans of the com- 
pany and affiliated companies." 

Upon retirement an employee may elect to receive a reduced pension 
in order to provide for payment being continued during lifetime 
of surviving spouse, 

1. Optional retirement for men with 20 years of service changed to 

age 60 (formerly age 65). 

2. Provisions of Nov. 15, 1928, revised to permit grant of disability 
pension after 2 years of service, regardless of age. (Formerly 
granted disability relief by the company, which matured into 
disability pension at age 65 (women 60.) 

Pension plan amended (as approved by stockholders July 9, 1946) 
to provide a past service annuity for all employees having | or 
more years of continuous service at Sept. 1, 1946, and a future 
service annuity applicable to service after that date. Company 
pays entire cost of past service annuity and employee pays 2 
percent of first $3,000 of his annual compensation and 5 percent 
of his annual future service annuity. Employees are eligible to 
participate in future service portion upon completing | year of 
continuous service, participation being optional 

Past service annuity is computed by a formula intended to approxi- 
mate benefits accrued to Sept. 1, 1946, under the plan prior t« 
amendment, such benefit being extended to all employees having 
i or more years of continuous service on that date. Upon retire- 
ment at normal pension age (men 65, women 60) the employee 
will receive 40 percent of his aggregate contributions as a future 
service annuity. 
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General Electric pension plan—Amendments 1912-50—Continued 








Date Nature of change Provisions affected 
ren nininsnectp na cciaaiatat sted | -— —_ tii ; 
Sept. 1, 1946 | Revision...........--. Employees aged 65 (women 60) and over at Sept. 1, 1946, come ny " 


provisions of the pension plan prior to amendment, ¢ 
1. Service requirement reduced from 20 years to 1 or more your 
2. Pension is payable whether or not employee participates i 
additional pension plan. 
3. Pension to be at least $12 per year for each year of continns 
} service, computed to nearest full year of service at Son 
1, 1946. 
| 4. Pension computed as though retired Sept. 1, 1946 
| Special features relating to employees under age 65 (women ~™ at 
Sept. 1, 1946: 
1, Pension rights vest at age 50 with 20 years’ service and gt 
| age 60 irrespective of number of years’ service. May elpo: 
survivorship option. Poe 
. Disability pensions granted to totally and permanently dic. 
abled employees after 15 years of credited services. ~ 
. May elect optional retirement after reaching age 60 (women 
55). May elect survivorship option. 
. Employee contributions plus interest paid to beneficiary i 
employee dies prior to age 60 (women age 55 . 
. If employee dies after reaching age 69 (women 55), but befor 
retirement, pension payments made to beneficiary for ¢ 
| years. < 
6. If pensioner dies before pension payments have heon y 
him for a period of 5 years, payment for the remaj 
the period will be made to his beneficiary 
Oct, 6, 1950 |...-- do.............-.-| In considering the changes, most pensions were classified in 4 groups Memon 
and benefits determined as follows: 
(a) All retired employees who are eligible for social seen 
benefits will receive, in addition to their pres ; 
ment income, the increased benefits recently granted by 1 REVI 
an amendment to the Social Security Act. Fors Jarge 
number of pensioners, this increase will amount to ay itl 
proximately $24a month. (Many of the retired employ- 1, Tit 
ees in this group are covered by the company’s lormer The 
plan under which increases in social security bere‘its do Helo ¢ 
not increase the total retirement income but are deducted itle a 
from the company’s payment. The company ha: now 


xcept th at 


ao -+ © WwW 














waived its right to deduct the amount of the current , Ter 
social security increase.) The 
(6) Employees who retired under the company’s former plan ; 
prior to the advent of social security, are 65 years of age or ened te 
over, and have 15 or more years of credited service, will or pred 
be given an increase of $24a month. The comnany said i 
‘ — yo in the : 
this increase was being given voluntarily in order to sid 
about 1,300 long-service pensioners who are not eligible on the 
for social security benefits. commit 
(c) Employees who retired under the company’s present plan 
and prior to July 1, 1959, but have not yet reached the 5. Disa 


normal retirement age of 65 (60 for women), who have 15 

or more years of credited service, and who have been Ane 

receiving $360 a year in supplemental payments e was ad 

company will receive $540 a year until they reach age 65, 

the age when social security benefits are payable 4. Mini 
(d) Retired employees who, after taking into account the ne 


ym 








minimums, would receive less than the minimum re A ne 
tirement income guaranteed future pensioners will re- pension 
ceive a further increase of $25 a month or such lesser and dis 
amount as is required to make their total retirement - 
income equal to the minimum guaranteed future pen- §. Cont 
sioners. . 





The minimum total retirement, income including social security The | 
benefits of a participating employee who retires at 65 (6) tr the pen 
women) and has 25 years of full-time credited service shall 
$125a month. This minimum is reduced ratably for er ealenda 


with less than 25 but more than 15 years of service. (Forex ment of 
an employee with 20 years of service shall receive & minimum continu: 
$100 and an employee with 15 years of service shall receives , 
minimum of $75 a month.) ! death, 
Minimum payments are guaranteed only to those who have com i 
pleted 15 or more years of credited service and are reduced 6. Peng 





percent for each year an employee retires before his normal rete There 
ment age. : 
Other changes were explained as follows: 3 ok ae With the 
Employees who retire under the disability provisions Reduction of bene: 
of the pension amount for early retirement shall not be more tight of 
than 20 percent, which is the reduction for optional retire” 0; 
at the earliest optional retirement age (60 for men snd rf ment co 
women). os cial " : 
| All employees may acquire a vested right to their pensions ater” 1, Accid 
years of credited service. This amendment elim! ites f The |i 
vious requirement that an employee must also reac! I 


§ years | 
payment 


| 50 before receiving vested rights. 


at 
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General Electric pension plan—Amendments 1912-50—Continued 








Date Nature of change | Provisions affected 








Oct. 6, 1950 Weviidll. 45 sceseeeoe : Supplemental payments (which are made by the company until 

» — ees attain age 65) to employees with 15 or more years of 

credited service who retire before normal retirement age will be 
increased from $360 to $540 a year. 

Those who leave the company before they reach 60 years of age and 
receive their pensions under the vesting provisions of the plan 
are not eligible for these additional payments. 

The company’s pension plan calls for contributions to the pension 
fund by employees on the basis of 2 percent of the part of annual 
pay subject to the social security tax ($3,600 after Jan. 1, 1950) 
and 5 percent of the excess. 

To help those employees not actively at work because of temporary 
lack of work or illness, protect their contributions to the pension 
plan, interest-bearing loans will be made to such employees up 
to $300 or to the amount of the employee’s contribution, which- 
ever is smaller. Such loans will be repaid over a 2-year period 
beginning when the employee returns to work. 





Exuisit C 


jweRICAN TELEPHONE & TELEGRAPH Co. PENSION PLAN AMENDMENTS, 1913-49 


Yenorandum outlining the more important revisions in the tert of the Employees’ 
Benefit Plan since its adoption effective January 1, 1913 


| REVISION OF MAY 1, 1914, AS COMPARED WITH THE PLAN EFFECTIVE JANUARY 1, 1913 


1 Title change 


The words “death benefits” were substituted for the word “insurance” in the 
title and throughout the plan. 


4, Term of employment 

The paragraph relating to the detrmination of term of employment was broad- 
ened to provide that continuous service in companies subsidiary to, allied with, 
or predecessors of an associated or allied company would be considered as service 
in the associated or allied company in all cases authorized by appropriate action 
on the part of the associated or allied company and approved by the benefit 
committee of the American company. 


5, Disability pension 


Anew provision for the granting of disability pensions under certain conditions 
was added. 


4. Minimum pension 

A new provision permitted payment, at the discretion of the committee, of 
pension allowances of less than $20 per month in the cases of part-time employees 
and disability pensioners having less than 20 years’ service. 


5, Continued payments—deceased pensioners 


The discretionary authority for continuing a pension beyond the death of 
the pensioner was changed to permit such continuation to the end of the 12th 
calendar month following the death of the pensioner, subject to a maximum pay- 
ment of $2,000 in any case. This replaced the former provision for discretionary 


a of the pension until the end of the third calendar month following 
eath, 


6. Pensions—suspension during reemployment 

There was included a new provision that regular employment under a salary 
With the company, or with any company with which arrangements for interchange 
of benefit obligations had been made directly or indirectly, should suspend the 


right of a retired employee to pension payments during the period such employ- 
ment continued. 


1, decident benefits—total disability 

The limitation on accident benefits during total disability was extended from 
S years to the duration of the disability, subject, however, to the restriction that 
yments should not exceed $20 per week after 6 years of disability payments. 








ee 
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8. Accident benefits—partial disability the 
Accident benefits during partial disability were provided on the basis of low eay 
in earning capacity subject to the limitation that no payments for partig) dis. pla 
ability on account of accident should be made after 6 years of disability payment, redt 

This replaced the former provision for partial disability accident benefits at fu 19 
pay for 13 weeks and half pay until the employee was able to earn a livelihood a 
not exceeding 6 years in all. : r 
paye 


9. Accident benefits—loss of bodily member tain 
The provision for payment of special benefits in case of loss of a bodily member shou 


as a result of accidental injury was broadened to cover also cases of loss of 


- se Zt. ] 
of a bodily member. 


10. Sickness benefits—not to exrceed pay = 

A new restriction on the payment of sickness disability benefits provided that plan, 
such benefits should at no time exceed an employee’s pay based on his rate of pay the ¢ 
and the general schedule of hours per week constituting a full week's servico injur 
at the time the disability began. a 
11. Burial erpenses—accidental death Th 

A new provision relating to cases of death by accident required payment of of cl 


burial expenses in an amount not to exceed $150, in addition to the accident death to pr 
benefit. value 


12. Death benefits—partial dependency aes 

A new provision was incorporated for the payment of death benefits to partially 
dependent relatives, other than wife (or husband), children, or issue of deceased 
children, on a basis proportionate to the degree of dependency, subject, however, A 
to the condition that a contribution equal to 20 percent or more of the decedent's witho 
wages, made by the decedent for the necessary support of such dependent, should benefi 
establish total dependency for death benefit purposes. fits, tl 


13. Burial erpenses—no beneficiary 

An increase from $100 to $150 was made in the maximum amount payable as 
burial expenses in cases where no beneficiary under the plan survived the 
deceased employee. An 


14. Death benefits after employment termtnates 

A new provision was incorporated for the mandatory payment of a deat) fixed 
benefit under certain conditions even though death occurred after the person amou 
ceased to be an employee of the company, provided he had not been pensioned - 
This was limited to cases of disability which began during employment by the P 
company and prevented the employee from engaging in any gainful occupation Ad 
until the time of his death, and was further contingent upon the furnishing of agains 
certain evidence of continued disability. tan | 
15. Death benefits—part-time employees all or 

A new provision was added requiring that death benefits in the case of a part- to the 
time employee should be based on the “normal service under his contract of bir- amoun 
ing” rather than onefull-time service. provis’ 
16. Pensions and benefits—rights subsequent to discharge aa 

There was included a new provision recognizing the right to a pension 0 accord 
benefit under the plan after discharge from the service of the company, if suc) except 
right had accrued prior to discharge. This replaced the former provision thal, such p. 
subsequent to discharge, there should be no liability for claims for henefits 0 


other allowance, except for salary or wages due and unpaid. 4. Pe 
17. Pensions and benefits—suspension or termination eel 

The provision for the suspension or termination of. benefits in cases of grus countr 
misconduct was broadened to include pensions as well as benefits and also (0 mittee 
include, as an additional ground for suspension or termination, conduct prejudici! the pla 
to the interests of the company. Provisi 
18. Absence from service—leaves and layoffs a 

There was included a new provision that any absence from the service withet! a cat 


pay, other than absence during a period of disability benefits, or leave of absene 
or temporary layoff, should constitute a break in the continuity of service, unless 
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ye poard of directors specifically authorized consideration of such absence as a 
eave of absence, and following this provision, rules were incorporated in the 
plan for the regulation of leaves of absence and temporary layoffs on account of 
reduction of force. 

19, Disability or death due to intozication, etc. 

The provision that, at the discretion of the committee, benefits might not be 
payable for disability or death due directly or indirectly to intoxication and cer- 
tain other specified causes, was changed to provide that in such cases no right 
uid exist to benefits under the plan, except at the discretion of the committee. 


sho 
29, Disability or death due to certain infections, ete. 

The provision which precluded the classification of death resulting from cer- 
tain infections, sunstroke, or frostbite as due to accidental injury under the 
plan, was broadened to include disability as well as death and changed to allow 
the committee discretionary authority to consider such cases as due to accidental 
injury. 

21, Lump-sum settlements—grave injury or chronic sickness 

The provision giving the committee authority to make lump-sum settlements 
of caims for benefits in cases of grave injury or chronie sickness was changed 
to prescribe that the lump sum paid in settlement should be the computed present 
value of the benefits to which the employee would become entitled under the plan 
during the period his disability might reasonably be expected to continue, instead 
fpermitting settlement on such terms as might be agreed upon in writing. 





22. Retirement during disability benefits 

\ new provision was included that the retirement of an employee with or 
without a pension during a period of disability benefits should not affect such 
penefits. However, if a pension was granted during a period of disability bene- 
fits, the pension payment that might be made to the retired employee during the 
ynexpired benefit period was restricted to the excess amount, if any, of the pension 
over the disability benefits. 


23. Pensions and benefits—joint employees 


A new provision was incorporated to prescribe the computation and prorating 
of benefits and pensions payable under the plans of several companies in the 
cases of joint employees, and to provide.that any maximum or minimum amounts 
fixed by the plan with respect to benefits or pensions were to apply to the total 
amount payable by all companies. 


/j. Judgments and settlements 


A change was made in the former provision that the amount of any judgment 
gainst the company in a suit for damages on account of the injury or death 
fan employee could be charged to the fund but no amount paid in compromise 
rsettlement of such a suit could be so charged. The revised plan provided that 
all or part of the amount of either a judgment or a settlement could be charged 
(o the fund, except that the amount so charged in any case could not exceed the 


provisions of the plan, It further provided that, if the amount normally payable 
under the provisions of the plan was greater than the amount paid under the 
judgment or settlement, the committee was allowed discretion to distribute, in 
accordance with the provisions of the plan, the excess amount payable thereunder, 
except that no party to the suit against the company should be entitled to any 
such payments. 


“), Pensions and benefits payable by law 

The provision relating to benefits or pensions payable by law was broadened to 
icinde such benefits or pensions as might be payable under the laws of any 
“ountry as well as any State. A new provision was added to allow the com- 
mittee discretionary authority to determine whether there was an excess under 
the plan in eases where such fact was not ascertainable by mere comparison. 
Provision was also made that amounts payable by the company under such laws 
should be chargeable to the fund, on approval of the committee, regardless of 
thout Whether paid directly to the employee, his beneficiaries, or to any other persons, 
sence ‘rto any company, commission, or State. 

inless 
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II, REVISION OF JULY 1, 1920, AS COMPARED WITH THE REVISED PLAN EFFgcrry, 
MAY 1, 1914 

1. Minimum pension 

The provision with respect to the minimum pension allowance was change 

to prescribe a minimum pension in the amount of $30 per month instead of $0 

per month. 

III. REVISION OF JANUARY 1, 1927, AS COMPARED WITH THE REVISED PLAN EFrectiy; 
JULY 1, 1920 


1. Service pensions—establishment of pension fund 

This revision provided that the undertaking of the company to pay seryiee 
pensions should not be limited by the condition, expressed in section 11, restrict. 
ing the obligation of the company with respect to the amount to be appropriateq 
to the benefit fund at the end of each fiscal year to restore it to its origina) 
amount. It provided further for the establishment and systematic upbuilding 
of a pension fund, segregated from the assets of the company, to be held by a 
trustee and to be disbursed at the direction of the company for service pension 
purposes only. 
IV. REVISION OF JULY 1, 1928, AS COMPARED WITH THE REVISED PLAN EFFECTIVE 

JANUARY 1, 1927 


The principal purpose of this revision was to make the changes in the text 
of the plan necessitated by the establishment, effective January 1, 1927, of the 
trust fund for the payment of service pensions and the transfer, effective July 1, 
1928, of the amount of the benefit reserve to the pension fund. 


1. Benefit fund 
The entire section relating to the henefit fund and entitled “The Fund” was 
eliminated from the plan. 


Service pensions—establishment and maintenance of trust fund 

A new provision was incorporated describing the establishment, effective 
January 1, 1927, of the trust fund, to be known as the pension fund, for the 
purpose of meeting service pension obligations and committing the company to 
the maintenance of this pension fund through periodic payments into it and 
corresponding charges to operating expenses. Provision was made for the 
holding of this pension fund by a trustee who was to disburse it as directed by 
the company and provision was also made for the disposition of the pension fund 
in the event of termination of the plan or revocation of the trust agreement. 


ag 
“~- 


3. Payments other than service pensions—accounting 

New provisions were included for charging amounts paid on account of all 
benefits and pensions under the plan except service pensions to the operating 
expenses of the company when and as paid. 


4. Accident exrpenses—first aid 

The provision for payment of the necessary expenses of first aid in accident 
cases was changed to make payment of such expenses mandatory instead of 
discretionary. 
5. Pensions and benecfits—rights of employees 

There was included a new provision that no employee should have any right 
to a service pension by reason of service less than that specified in the provisions 
relating to service pensions and that no employee should have any right in the 
pension fund unless a service pension authorized by the committee under tt 
plan had not been paid. It further provided that no employee should have aly 
right to any benefit under the plan except for the amount to which he had preti- 
ously become entitled and which the committee had directed be paid to him under 
the plan. 


6. Pensions and benefits—suspension or termination 


The provision with respect to the suspension or termination of pensions 
disability benefits was changed to provide for such suspension or terminauol 
in the discretion of the committee and the president with the approval of the 
board of directors, instead of solely in the discretion of the committee as formerly. 
In addition, gross misconduct was eliminated as a cause for the suspension 0 
termination of pensions or disability benefits. 


or 





* 
‘ 


.¢ 
7 
set 
dea 
stal 
&. fi 
T 
elit 
inta 
pay! 
in si 
of t! 
9, 01 
Tl 
of F 
10. ¢ 
Th 
of th 


any ¢ 


\ 


The 
and r 
occur. 


1, Ace 


(a) 
dent ¢ 
relati 
of pre 


th 
ha 
en 


(db) 
payme) 
childre 
payme! 
cases V 
ficiarie 


4 
{ 


por 

A 

me! 

dec 

In su 
husbanc 
hittee t 
ficiaries 
Volving { 
amount, 
tations, 
dent deg 
Consider 
Pertinen 
at 3 yea: 
Where th 
have exc 





ice 
Cl. 
ted 
hal 
ing 
y a 


lon 


Live 


ident 
d of 


right 
sions 
n the 
r the 
e any 
previ: 
under 


nerly. 
ion or 


RETIREMENT POLICIES AND RAILROAD RETIREMENT SYSTEM 28] 


7, Judgments and settlements 

The provisions for charging to the benefit fund all or part of amounts paid in 
settlement of claims or suits or to satisfy judgments on account of injury or 
death of employees and amounts of any benefits or pensions payable under 
statutory requirements were omitted. 
x. Interchange of benefit obligations 

The section relating to the interchange of benefit obligations was amended by 
eliminating the requirement for yearly appropriations to keep the benefit fund 
intact, and substituting therefor a requirement that advance provision for the 
payment of service pensions should be made by an associated or allied company 
in such amounts as might be necessary to provide for and fulfill all requirements 
of the plan as in effect from time to time. 


9, Obligation of company and application of fund 


The sections entitled “Obligation of the Company” and “Order of Application 
of Fund” were eliminated. 


10. Changes in plan 


The section relating to changes in the plan was amended to require approval 
of the board of directors as well as the consent of the president with respect to 
guy changes the committee might wish to make in the plan. 


y. REVISION OF JANUARY 1, 1930, AS COMPARED WITH THE REVISED PLAN 
EFFECTIVE JULY 1, 1928 


The provisions of the plan relating to payments on account of deaths of active 
and retired employees were extensively revised and made applicable to deaths 
qcurring on or after January 1, 1930. 


1, Accident death benefits 


(a) Former provisions.—The plan formerly provided for the payment of acci- 
dent death benefits on a mandatory basis to the wife (or husband) or dependent 
relatives of the deceased employee in a specified order of precedence. The order 
of precedence and the qualifications of the beneficiaries were as follows: 

First: Wife (or husband) without qualification except that of relationship. 

Second: Children or issue of deceased children with no qualification other 
than dependency upon the deceased employee. Specific provision was made 
for the dependent issue of a deceased child to take the share which would 
have been payable to such child had he been living and dependent upon the 
employee. 

Third: Other relatives wholly or partially dependent. 

(b) Revised provisions.—The above provisions were changed to provide for the 
payment of accident death benefits to the wife (or husband) and the dependent 
children and other dependent relatives of the deceased employee, and mandatory 
payment of accident death benefits in the maximum amount was restricted to 
cases Where the employee was survived by one or more of the following bene- 
ficiaries : 

A wife living with him at the time of his death. 

A husband, if physically or mentally incapable of self-support, and sup- 
ported in whole or part by the deceased employee at the time of death. 

A child or children under the age of 18 (or over that age if physically or 
mentally incapable of self-support) and supported in whole or part by the 
deceased employee at the time of death. 

In such mandatory cases where the employee was survived by both wife (or 
husband) and a child or cHildren, discretionary authority was given the com- 
mittee to pay the death benefit to or for any one or more of such possible bene- 
ficiaries in such portions as it might determine. In all accident death cases in- 
volving qualified beneficiaries not entitled to mandatory payment in the maximum 
amount, the committee was given discretionary authority, subject to certain limi- 
tations, to designate not only who should receive payments on account of the acci- 
dent death benefit but also to specify the amount of such payments, taking into 
‘onsideration the degree of dependency and such other facts as it might deem 
Pertinent. The amount of the maximum accident death benefit was continued 
at 3 years’ wages not to exceed $5,000 but a new provision required, in any case 
Where the maximum payable as a sickness death benefit under this revision would 
have exceeded $5,000, that the maximum payable as an accident death benefit 
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should be increased to the amount of such maximum sickness death benefit, ‘Ty, 
limitation on the necessary expenses of burial to be paid in addition to the geo. 
dent death benefit was raised from $150 to $250. : 


2. Sickness death benefits 

The former provision requiring, in sickness death cases of active employees 
mandatory payment of death benefits to qualified beneficiaries in the specifies 
order of precedence, was similarly changed to require mandatory payment 9 
such benefits only in those cases where the employee was survived by one or more 
of the beneficiaries described as mandatory in the above paragraph. In all other 
sickness death cases of active employees, involving qualified beneficiaries no; 
entitled to mandatory payment in the maximum amount, the committee was giyey 
discretionary authority, subject to certain limitations, to designate not only who 
should receive payments on account of the sickness death benefit but also to spee 
ify the amount of such payments, taking into consideration the degree of depend 
ency and such other facts as it might deem pertinent. A new schedule of mayi- 
mum sickness death benefits was incorporated which provided a maximum sick. 
ness death benefit equivalent to 4 months’ wages in the case of an employee 
having 2 but less than 3 years of service and increased, by steps of 1 month's 
wages for each additional year of service, to a maximum of 12 months’ wages 
for employees having 10 or more years of service. It also provided that the 
maximum sickness death benefit should be $250, or the amount computed accord 
ing to the schedule, whichever was greater. This schedule replaced the former 
sickness death benefit schedule providing 6 months’ wages for employees having 
5 but less than 10 years of service and 1 year’s wages for employees having 10 or 
more years of service, and further providing that the death benefit in any case 
should not exceed $2,000. 


3. Continued payments—decreased pensioners 

The former provision relating to continuation of pension after the death of a 
pensioner under the plan was changed. The discretionary authority to make such 
payments to dependent relatives was continued and amplified by specific mention 
of the wife (or husband), but the amount which might be paid was increased 
being subject only to the limitation that the total payments in any such case 
should not exceed the maximum amount which could have been paid as a sickness 
death benefit, under the newly amended sickness death benefit provisions, if the 
pensioner had died on his last day of active service. The former limitation per 
mitted continuation of payments, at the monthly pension rate, for a period not 
to extend beyond the end of the 12th calendar month following the pensioner’s 
death; provided, however, that such payments should not exceed $2,000 in any 
case. 





4. Death benefits—no mandatory beneficiary 
A new provision was included that, in the absence of a mandatory benefi 

a death benefit not to exceed the maximum specified in the plan for death of an 
active employee by reason of either accident or sickness, whichever the cast 
might be, could be paid, in the discretion of the committee and under certain 
conditions, to any one or more of the persons qualified as beneficiaries who were 
receiving or entitled to receive support from the deceased employee at the time of 
his death. This replaced the former provision for mandatory death bene! 
payments to dependent “other relatives” in such proportions as the committe 
might determine and which, in the cases of partially dependent “other relatives,” 
required payments proportionate to the degree of dependence and provided that 
a contribution for support by the decedent amounting to 20 percent or mor 
of his wages would establish total dependence for death benefit purposes 





5. Death benefits—division between classes of beneficiaries 

There was included a new provision that, if an employee had made writtel 
request and shown good cause therefor, the committee might pay all or a par! of 
the death benefit to a person or persons not in the mandatory class and reduce 
by the amount thus paid, the amount of the death benefit payalle to persons 
included in the mandatory class, provided that, in the opinion of the committee, 
good cause for such action still existed at the time of the employee's death. 
This replaced the former provision that, upon written application of an employee 
and good cause shown, the committee might authorize a change in the spec fied 


order of payment to beneficiaries but which made no provision for dividing & 
death benefit between different classes of beneficiaries. 
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6. Expense payments—no beneficiary surviving or award less than marimum 
The former provision permitting the committee, in cases where no beneficiary 
survived, to pay necessary expenses incident to the death of the employee and 
the disability immediately preceding, together with necessary burial expenses 
not exceeding $150, was changed to cover death cases of both employees and 
pel sjoners and also to include not only cases where there was no beneficiary but 
also those where the amount awarded to all beneficiaries was less than the 
maximum amount payable under the plan. The limit on the amount payable 
os burial expenses in sickness death cases coming under the provision was in- 
creased from $150 to $250. Further provision was made that the aggregate 
amount so paid should not exceed the maximum benefits specified for accident 
death, sickness death, or the death of a pensioner, whichever the case might be. 
>, Payments to beneficiaries—manner of payment 

The former provision requiring payment of death benefits in a lump sum 
within 30 days after the required evidence of their validity was furnished, was 
hanged to provide that, unless otherwise specified by the committee, amounts 
yavable on the death of active or retired employees should be paid in monthly 
sums equal to the monthly wages or monthly pension received by the decedent 
tthe time of death. 

« Death of beneficiary 

There was added a new provision that, in the event of the death of a benefi- 
ary receiving or entitled to receive installment payments, such payments should 
ase, However, the committee was given authority to make certain further 
mrments on account of the disability, death, and burial of the deceased bene- 
fi iry, or certain further payments to some other person eligible as a bene- 
féary, except that such payments were limited to the amount which the 
deceased beneficiary would have received had he survived. 

idvance payment of part of award 

A new provision was added authorizing the committee, without awaiting 
etermination of the beneficiary in a death case, to make an advance payment, 
sa part of the award, equivalent to the amount of decedent’s wages, disability 
enefits, or pension to the end of the payroll period in which death occurred. 
The limit on the amount which the committee might pay as part of the award, 
advance of final settlement, in order to permit the meeting of urgent expenses 

dent to the death and immediately preceding disability, was increased from 


‘ 
it 
$200 to $250. 


I). Death benefits after employment terminates 

The former provision relating to the mandatory payment of a death benefit 
under certain circumstances in the cases of persons who die after ceasing to be 
eluployees of the company was changed so as to make such payment discretionary 
nd there was added a new provision limiting the death benefit that might be 
paid in any such case to the amount which could have been paid if the disabled 
jerson had died on the day he ceased to be an employee. 
11. Continued payments—deceased pensioners 

The former reference in the pension section covering in detail the payments 
which might be continued to dependent relatives of a deceased pensioner was 
‘liminated and in place thereof reference was made merely to the fact that such 
jiyments were as provided and limited by the death benefit section. 
12. Pensions and disability benefits acerued at death 

The provision dealing with the disposition of disability benefits remaining un 
jaid at the death of an employee was changed to include both disability benefits 
ind pensions accrued but unpaid at death, and to give the committee authority 
\ pay such amounts to the wife of the deceased, or to some other suitable person 
selected by the committee, for use in payment of expenses incident to the death 
or preceding disability of the deceased or for the benefit of his dependents. 
This replaced the former provision that accrued disability benefits were payable 
lo the person or persons entitled to receive the death benefit and in like propor- 


Hons, 
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VI. REVISION OF AUGUST 15, 1934, AS COMPARED WITH THE REVISED PLAN 


















FRICTI Ve ar 
JANUARY 1, 1930 a 
1. Pension fund—disposition upon termination of plan or trust nor 
The sentence in the pension section which read “In case of terminati m of a 
the plan, or in case of revocation or other termination of said trust, the con nanr aa 
undertakes to preserve the integrity of the pension fund as a trust fund to }. = 
applied solely to service pension purposes in the manner which in its judgment ie 
will enable it to meet its service pension obligations most effectively.” was Pi 
stricken out and in place thereof the following sentence was inserted: “[y anid r' 
of termination of the plan, or in case of revocation or other termination of a bene! 
trust agreement for service pension purposes executed under the plan, the elimi 
company undertakes to preserve the integrity of the pension fund as a trust fund m 
to be applied solely to service pension purposes and to take such action ag pay vo 
be necessary or appropriate to insure the application of the entire fund to ey AD 
purposes.” 4 mite 
VII, REVISION OF SEPTEMBER 1, 1958, AS COMPARED WITH THE REVISED PLAN EFFECTIVE | 
AUGUST 15, 1934’ 
1. Service pensions—maintenance of pension fund 
The provision that the company undertook to maintain the pension fund by gin 
periodic charges to operating expenses and payments to the fund in such amounts ; 
that when employees became eligible to receive service pensions, there w ‘ E 8 
available in the fund an amount sufficient to provide pensions in the amounts —! 
stated in the plan, was changed to provide that the aforesaid amount would be wd 
available in the fund when employees were retired or became eligible to reti 
at their own request. 
2. Service pensions—purchase of annuities permitted 
The provision that all service pensions should be paid from the pension fun 
was expanded to permit payment of such pensions from the pension fund either 
directly or through the purchase of annuities from an insurance company, as the 
company might determine. 
3. Pension fund—order of application in the event of termination of the plan % 
A provision was added that, if the plan is terminated, the balance in the pen- 
sion fund shall be applied in the following order: % Aci 
First.—Payments of full amounts of service pensions are to be made to those Bout 
already retired and payments of full amounts of service pensions, calculated Sams 
as of the termination date, are to be made upon retirement to employees w ae 
on the termination date, are eligible for retirement at their own request ~ aul 
Second.—The remaining balance, if any, is to be used for payment of deferred a 
pensions beginning at age 65 to employees who, on the termination date, are Disa 
eligible to retire at the discretion of the committee, but not at their own request; The f 
or, if balance shall be insufficient, a pro rata share. due to j 
Third.—The remaining balance, if any, is to be used for the payment of de the play 
ferred pensions beginning at age 65 to employees who, on the termination date, 5 
have 10 or more years of service but are not yet eligible for service pensions wi: 
provided they would, if continued in the service, have completed 20 years of The ] 
service at their automatic retirement date; or, if balance shall be insufficient, benefits 
a pro rata share. tle TT « 
Fourth.—The remaining balance, if any, is to be used solely for service pel Bided 
sion purposes in an equitable manner consistent with the purposes of the plan Me plan 
The company may use the pension fund to purchase annuities to provide fot The n 
any or all of the above pensions, in which case the liability of the company an pilely 0 
the pension fund shall cease. If annuities are not purchased, the companys benefit 
judgment of the adequacy of the alternative provision shall be final. In lieu onthly 
of deferred pensions at age 65, the company may offer to all or specified rows Y one-h 
of employees a reduced pension starting at an earlier age or some other form” arable 
payment consistent with the employee equities involved. e se 
Lene 
4. Pensions and benefits—rights of employees bat nak 
The provision with respect to rights of employees under the plan was changed lon witl 
so that, except in the event of termination of the plan, no employee should have fective 
any right to a service pension by reason of service less than that specified in the D effect 


1 Effective date for the American Telephone & Telegraph Co, Not uniform for the var! us 
companies under the plan. 
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rraphs relating to service pensions, nor any right in the pension fund unless 





ara 7 ° : 

» service pension authorized by the committee under the plan had not been paid, 
any right to any benefit under the plan other than the amount to which he had 
~pyiously become entitled and which the committee had directed be paid to him 


nder the plan. Provision was also made that, if the plan were terminated, no 
employee should have any right in the pension fund or against the company, 
except as therein provided. 
- Pensions and benefits—suspension or termination 

rhe former provision for suspending or terminating pensions or disability 
efits in cases of conduct prejudicial to the interests of the company was 
minated. 








6. Changes in plan 
fhe section relating to changes in the plan was amended to permit the com- 
tee, with the consent of the president and subject to the approval of the 
id of directors, not only to make changes in the plan, but also to terminate 


pian 


REVISION OF JANUARY 1, 1940, AS COMPARED WITH THE REVISED PLAN EFFECTIVE 
SEPTEMBER 1, 1938 


increase in schedule 

ginning January 1, 1940, the provisions for sickness disability benefits 
with respect to employees having 15 years or more of service were changed in 
ws originating on and after that date to provide benefits as follows: 


sickness benefits- 





Duration of benefits 
Term of employment - enon 


Full pay Half pay 
Weeks Weeks 
ars ‘ _ wa atl 26 26 
3 RD. «..dhuniaesinnion satabaameran ; > Se ae 39 13 
2 sor more 5 a ‘i fe a 2o 5? None 


£. Accident benefits—increase in schedule 


Beginning January 1, 1940, the provisions for full-pay accident disability bene- 
its in cases originating on and after that date were changed, with respect to 
employees having 15 years or more of service, so as to be equivalent to the above 


schedule of full-pay sickness benefits for employees of like service. 
Disability or death due to intowication, ete. 


The former provision that in case of disability or death directly or indirectly 
¢ to intoxication and certain other specified causes, no right to benefits under 
plan should exist except at the discretion of the committee was eliminated. 


th 


4. Pensions and benefits payable by law 

The provision relating to the offsetting against payments under the plan of 
ielits and pensions payable by law was changed to exclude payments under 
tle Il of the Social Security Act Amendments of 1939, and a new paragraph was 
pided dealing specifically with the effect of such payments on payments under 


Dor 


a 





‘he new paragraph provides that from the time a service pensioner is entitled, 
Blely on the basis of his Bell System employment, to a “primary insurance 
benefit” under the Social Security Act Amendments of 1939, the amount of the 
wnthly service pension otherwise payable to him under the plan shall be reduced 
y one-half of the “primary insurance benefit” calculated solely on the basis of 
ixable wages paid to him by the Bell System. With this exception, no non- 
ps retionary benefit or service pension under the plan shall be reduced because 
it venefits payable under title II of the Social Security Act Amendments of 1939, 
ut such payments under the act may be considered by the committee in connec- 
‘on with discretionary payments under the plan. This new paragraph shall be 
fective only while the Social Security Act Amendments of 1939 shall remain 
n effect unchanged. 
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IX. REVISION OF APRIL 1, 1941, AS COMPARED WITH THE REVISED 


PLAN EFFECTIyp 8 N¢ 
JANUARY 1, 1940 
lh 
1, Service pensions—outside employment of retired officers ideqt 
A provision was added that if an officer of the company, retired on sery grant 
pension, became regularly employed for compensation outside of the Bell Syst 1, Ac 
his service pension should be reduced during such employment or for an eqn 
lent period by the amount of the compensation received, unless the committ Ref 
with the approval of the board, should determine otherwise. { 
wild 
X. REVISION OF JANUARY 1, 1946, AS COMPARED WITH THE REVISED PLAN EFPy 10, A 
APRIL 1, 1941 
> ° , . js : The 
1. Pensions—elimination of reference to effective date 
excee 
Reference to the effective date, January 1, 1913, was eliminated in connec elimin 
with the granting of pensions under the plan. ‘ 
( 
2. Class A service pensions 
The former provision that employees eligible for class A service pens Refe 
might, at their own request or at the discretion of the committee, be retire: after V 
become eligible to service pensions was changed to provide that such emp\ f 
should if they so requested, or might at the discretion of the committee, be retin: on 
and upon retirement should be granted service pensions. 
i NIC 
3. Classes B and C service pensions } 
The former provision that any employee eligible for either a class B or class ( change 
service pension might, at the discretion of the committee and with the app of $254 
of the president or a vice president designated by the president, be retir whiche 


granted a service pension was changed to provide that such an employ 
be retired if the case were approved by the committee as appropriat: wh 
treatment, and upon retirement should be granted a service pension. Thi nue 
requirement for approval by the president or a designated vice president was u 

eliminated. day of 


4. Class D disability pensions 


The former provision that any employee eligible for a disability pension might payne! 
at the discretion of the committee and with the approval of the president ora survivi 
vice president designated by the president, be retired and granted a disability tory if 
pension was changed to provide that such an employee should, upon retirement the 
by reason of disability, be granted a disability pension. In the granting of su 
pensions, the former discretionary authority of the committee and requirement nes 


for approval by the president or a designated vice president were eliminate 

















1. A his 
provision was added that, if at retirement such an employee were qualified for ( 
a service pension, the service pension should be granted instead of a disab the 
pension. The former provision that a disability pension should continue for such pel 
period as the committee might determine was changed to provide that it s the 
continue so long as the pensioner was prevented by disability from resu i 
active service with the company and that the disability pension should be ao 
continued only if the pensioner recovered sufficiently to resume active set The | 
The former provision regarding eligibility to benefits under the plan, in case s ause t 
pensioner should reenter the service of the company, was eliminated is _ n 
necessary. pa th 

i, in tl 
5. Minimum pension the tim 
The provision with respect to the minimum pension allowance Was change Psion 
to prescribe a minimum pension in the amount of $50 per month instead ol i Dea 
per month. ‘ 
These 
6. Disability pensions and payments in cases of deceased pensioners as dece 
The former provision that disability pensions should continue for such p The y 
only as the committee might determine in each case from time to time, and (or hus 
former reference in the pension section to the death benefit section in reg eoumitt 
to further payments to the wife or dependent relatives of a deceased pensivli pd no 
were eliminated. _— 
7. Report to the president of employees qualified for service pension . ‘= 
The former provision that the committee should furnish quarter!) ; » Lear 
president a list of all employees qualified to receive pensions was change The f 
provide for a report at least annually of all employees qualified to receive sel re 
f absey 


pensions. 
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gerpice pensions granted to take effect prior to January 1, 1927 


rhe former statement in the pension section that the company had also made 


sdequate provision in the pension fund for the payment of all service pensions 
Gey ue . = . 
a ‘rod under the plan to take effect prior to January 1, 1927, was eliminated. 


tecident and sickness disability benefits—elimination of reference to effective 
date 
Reference to the effective date, January 1, 1913, was eliminated in connection 


with the granting of both accident and sickness disability benefits. 


iccident disability benefits—removal of limitation on half-pay benefits during 
total disability 
rhe former provision that half-pay benefits during total disability should not 
exceed $20 per week after the expiration of 6 years of disability payments was 
eliminated. 
iccident death benefits—elimination of reference to date of accident and 
increase in maximum 
Reference to the date January 1, 1913, formerly specified as the date on or 
r which the accident must have occurred was eliminated. 
e former limitation of 5,000 was increased to $10,000 in death cases occurring 
oor after January 1, 1946. 
Sickness death benefits—active employees 
the former provision relating to the minimum sickness death benefit was 
wat changed to make it clear that the sickness death benefit should not be in excess 
of 250, or the amount computed according to the sickness death benefit schedule, 
whichever is greater . 


le 








a i}. Sickness death benefits—retired employees 

ro (nder the former provisions of the plan, payments up to the maximum sickness 
jeath benefit that could have been paid if the pensioner had died on his last 

- day of active service could, in the discretion of the committee, be made to qualified 

vueficiaries in any case. While under the revised provisions this discretionary 

wthority of the committee was retained, provision was also made for mandatory 


Light jayment of death benefits, in cases occurring on or after January 1, 1946, to a 
ra surviving wife, husband, or children to whom payment would have been manda- 

bility tory if the death had occurred prior to the employee’s retirement, the amount of 

ment the mandatory payment being as follows: 

sll (a) If death occurs within 1 year after retirement: The maximum sick- 
ent ness death benefit that could have been paid if the pensioner had died on 

d. A his last day of active service. 

d (¥) If death occurs more than 1 year after retirement: Not less than (1) 

b the maximum sickness death benefit specified in (a) above reduced by 10 


percent for each full year elapsed since retirement, or (2) the amount of 
the annual pension, whichever is greater. 


lj, Death benefits—division between classes of beneficiaries 


¢ The provision that if an employee had made written request and shown good 
o sil wuse therefor, the committee might pay all or a part of the death benefit to a 
sy Prson or persons not in the mandatory class and reduce by the amount thus 
jad the amount of the death benefit payable to persons in the mandatory class 
n the opinion of the committee, good cause for such action still existed at 
ie tine of the employee’s death, was changed to make the provision apply to 
hanged Peusioners as well as employees. 
li. Death benefits—claims and notice 
these provisions were made applicable in cases of deceased pensioners as well 
as leceased employees. 
(he provision that, if notice in writing of the existence of a surviving wife 
and \r husband), child, or other dependent relative should not be served on the 
ga sumittee within 1 year of the date of death, it should be conclusive that there 
sjones Were no such persons in existence was changed to provide that, in the absence 
if sich notice, the committee should not be required to recognize any claim made 
Py or in behalf of any such person. 


t 6. Leave of absence 
nged tl The former provisions contained no specific reference to leaves of absence not 
servicg Tceeding 1 month. The paragraph was revised to provide for granting leaves 
exceeding 1 month, except leaves following expiration of dis- 


if 
M absence not 
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ability benefits, without approval by the committee, with credit for seryjea oy, 
with eligibility to benefits during the absence. 

The former provision that absence following the expiration of a periog o 
disability benefits should be considered as a break in service, unles 
employee were granted a leave of absence, was changed to specify that 
leaves should be granted by the committee. 


17. Layoff —s 
The former provision relating to deduction of temporary layoff absene 

computing term of employment, when such absence exceeded 6 months in a; 

12 consecutive months, was changed to make it clear that, in cases jnyolyino TA 


more than one period of layoff, such deductions should begin with the periog 
temporary layoff which extended the total absence beyond 6 monthis in a 
12 consecutive months. 

The provision describing the conditions under which a period of layoff shouig 
be considered as temporary was changed to provide that on and after Janyary 1 ( 
1946, a period of layoff should be considered as temporary if the employe 
were reemployed under such conditions as the rules of the company y 
require within 2 years. 


18. Pensions and benefits payable by law 
The provision relating to the deduction from benefits or pensions under the 


plan on account of payments provided by law was changed to make it clear 
that such deductions should be made only when the payment under the law js of 
the same general character as the payment under the plan, and to provide tha 
no service pension should be reduced by reason of any governmental pension 
payable on account of military service. 

* AS COMPARED WITH THE REVISED PLAN EFFECTIVE 
JANUARY 1, 1946 


XI, REVISION OF JUNE 18, 1947, 





1. Death benefits—manner of payment to 34 

The provision that death benefits should be paid in monthly amounts equal r 
to the monthly wages or monthly pension at time of death, unless otherwise 
specified by the committee, was supplemented by a provision for the payment of 
a death benefit to a mandatory beneficiary in equal monthly installments over ‘Leas | 
a period not exceeding 120 months, if the employee or pensioner had filed a 
written direction to that effect. 


XII. REVISION OF NOVEMBER 16, 1949,’ AS COMPARED WITH REVISED PLAN FI 
JUNE 18, 19477 


1. Minimum pension 


The minimum provision of $50 per month was changed to provide that, ex 
in disability pension cases based on less than 20 years’ service and in cases 
of pensions granted to part-time employees, the minimum pension will be an 
amount which, when added to the amount (based on Bell System employment 
and wages) receivable from Federal social security, if any, will be $100 per 


month after age 65 and $75 per month before that age. 1939 
2. Pension and benefits payable by law 1641 


The provision relating to the adjustment of service pensions by one-half the 1943 
primary insurance benefit, based solely on Bell System employment, under tle 1044 
Social Security Amendments of 1989 was changed to provide for adjustment of 14 
benefits and pensions by one-half of any related benefit (based on Bell Syste 1 
employement and wages) under the Federal Social Security Act as in effect 
at the time the payment is made, subject to the following conditions: 

(a) Pension not to be adjusted below minimum in cases where minimum 
applies. 

(b) Death benefits to be adjusted only to the extent that benefits under 
the Social Security Act exceed payments under the act as in effect of 
November 16, 1949. 






Not avs 
' Prelimi 


1 Effective date for the American Telephone & Telephone Co. Not uniform for the variovs 
companies under the plan. x 

* Effective date for Cincinnati and Suburban Bell Telephone Co. and Southern \°* 
England Telephone Co., December 1, 1949, 
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If Social Security Act is amended to provide tax contributions at 
fferent rate for employers and employees, the adjustment provided for 
shall be changed to substitute for “one-half” the ratio which the com- 
ate of tax bears to the combined tax rate of employer and employee 


ExHrnit I 


rA ON THE POPULATION STRUCTURE OF THE RAILROAD RETIREMENT 
SYSTEM 


Vumber and percent of railroad employees alive and not retired* on 
0, by completed years of service and employment status in 1950 


In service in 1950 


Number —— Number 


thousands (thousan 


Pe 


93 
91 
114 
107 
Wg 
91 
A4 
130 
64 
115 
148 
144 
76 


84 ° 83 


les employees who may have died but whose deaths were not reported 
an 0.05 percent 


1&.—Data based on 4-percent sample, Detail may not add to totals because of rounding 


TABLE 2.—Railroad employees, by employment status, 1987-51 


[In thousands] 


Employees 
in CLIVE 
service at 


Employees Employees 
in service separated 


New entrants} Reentrants 
during year | during year 


end of year 


NNN NNNONNNN EE 





*stimate. 


t.—Employees separated represent employees (including those who die or retire) who work in a year 
tin the following year; employees in active service at end of year are those who work in a year and in 
sowing; new entrants are employees with no previous railroad service; and reentrants are thos« 
railroad service after an absence of at least 1 calendar year. The number in active service 
ar is the difference between the number in service during the year and the number separated 
lhis difference, added to the number of new entrants and reentrants in the following 
number in service in that year. Minor discrepancies are due to rounding. Data for 1937-50 

ile retroactive wage reports received in 1951 Based on 4-perecent sampk 
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Tan_e 3.—Railroad employees with service in 1949, but not in 1950, by num! 
years (after 1936) in which service was performed, and by age 


er of 


Age on birthday in 1949 
Number of years (after 1936) in 
































which service was performed Fotal 
Under 20 20-24 25-29 30-34 
rotal $29, 800 27,200 | 100, 500 74,000 | 50, 700 ey 
1 100, 900 15, 700 32, 400 18, 700 11, 400 8 10 
2 98, 100 9, 300 32, 500 20, 100 11, 500 y 30 Ps 
3 54, 900 1, 900 17, 200 12, 000 7, 300 ‘ : 
4 37, 700 300 9, 100 8, 700 5, 500 { 
5 28, 500 4, 700 5, 500 4, 600 4 404 
ti 20, 900 : 2, 800 3, 600 2, 600 2 5 
7 18, 600 1, 600 3, 300 2, 500 2 2M) 
s 12, 200 200 1, 300 2, 000 1. 600 
y 7, 200 700 1, 500 1. 100 . 
10 3, 400 | | 100 | 600 600 ; 
11 2, 900 chin 500 700 . 
12 3, 400 laadd nels nu taewhiek ‘ 300 40) een 
13 41, 100 a | ikl 40) 1. 100 ” 
Age on birthday in 1949—Continued 
Number of years (after 1936) in |---| -———-_,-—- ieijeetctiatinieiniatiala iain a os 
which service was performed | ‘ 
4549 | 50-54 | 55-59 | 60-64 65-69 w Sn | Unknown 
ie De iS Fs | <a, ; an: 1 <a Sie ove 
Total ‘a .....-| 27,900} 19,300} 16,500] 15,000 17, 400 5 600 "0 
nb 7 i ncensliahedatieneliiacts ata 
1 4, 100 1, 700 900 | 400 300 100 . 
2 | 4, 800 | 2, 200 1, 300 | 500 100 100 7 
3 | 3, 100 2, 000 1, 300 600 100 100 \ 
4 } 2, 400 | 1, 700 1, 300 400 200 10 100 
5 | 2, 400 | 1, 800 1,100 | 600 400 | 0) 
6 | 2, 600 | 1, 500 1, 400 | 600 | 600 | 200) 
7 | 2, 200 | 1, 600 1, 300 | 900 | 600 | 200 
8 1, 600 | 1, 100 1,000 | 900 600 200 
9 1; 000 | 900 400 | 400 200 | 100 
10 700 400 200 | 200 100 | 0 
il 300 400 100 200 100 ( 
19... ao ‘ seit 400 400 600 500 400 0 
a eoaranaeeel : | 2, 300 | 3, 600 5, 600 | 8, 600 13, 700 4, 100 
—_—— ——- ——_—— ! —— — 
Nore.—Data based on 4percent sample. A zero indicates no cases in sample. Detail may not add to 
totals shown because of rounding. 
Taste 4.—Railroad employees with service in 1950 but not in 1949, by age 
Total New entrants Reentrants poe 
Age on birthday in 1950 . —e | —— — — - — 
Number | Percent Number Percent | Number Percent 
| | 
debate i = <i oe -— _ a 
Tetel....cees cudeiataad 372, 500 100.0 | 234, 900 | 100.0 | 137, 600 10 
eemenenees ——————S EE eee elismmentiies - = 
ee 45, 100 | 12.1 44, 100 | 18.8 1, 000 
20 to 24... oe wba 110, 800 29.8 77, 800 33.1 | 33, 000 2 
BPI ancatane esrkensédaiain 71, 300 19. 2 41, 300 17.6 |} 30, 000 21.8 
30 to 34... 46, 300 12.4 24, 200 10.3 | 22, 100 
35 to 39_.-. ue 34, 900 9.4 18, 400 7.8 | 16, 500 
40 to 44__. 26, 100 7.0 13, 700 5.8 | 12, 400 J 
45 to 49... 17, 700 4.8 7, 800 3.3 | 9, 900 i 
& to M..... 10, 100 2.7 3, 900 1.6 6, 200 a 
BND GR. nc ached bbeawowenues Oh 5, 800 1.6 2, 100 9 3, 700 
eee 2, 500 a 900 4 | 1, 600 ‘ 
a ee 1, 500 4 500 2 1, 000 8 
NONE « buiciiicsncstinoaannen ee Batagaes = 200 |---2+--0-0-= 200 











NotEr.—Data based on 4-percent sample. Detail may not add to totals shown because of rounding 
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CHAPTER 4 


FINANCIAL ARRANGEMENTS OF THE RAILROAD 
RETIREMENT SYSTEM 


SUMMARY 


This chapter starts with a discussion and analysis of various meth- 
ols of financing retirement systems (pay-as-you-go, actuarial reserve, 
and partial actuarial reserve). Railroad retirement financing is then 
discussed with reference to its adopted method and rationale, the treat- 
nent of its unfunded accrued liability, and the position of the rail- 
road retirement actuarial advisory committee on this method. 

History of revenue aspects are then traced, followed by a history of 
costs of benefits from 1937 to the present. 

The chapter concludes with an analysis of “who pays for what,” 
the social security reduction, and the 10-year provision. 


I. IN'TRODUCTION 


The step-rate tax for financing the railroad retirement system 
leveled off at its maximum of 1214 percent beginning in 1952. This 
tax is shared equally by employees and employers. The taxes are col- 
lected by the United States Treasury and are levied on the first $300 
of each employee’s compensation for any calendar month. ‘The cred- 
itable ceiling on compensation for the determination of benefits is 
also $300. A full service month credit is given, in determining eli- 
gibility, as long as some work was rendered in a month. 

The Railroad Retirement Account, which was set up by the Railroad 
Retirement Act, is the trust fund for the system. Congress makes 
appropriations to this account, which reflect tax collections and in- 
come on investments. The Federal Government does not subsidize 
the account. These appropriations are the basis for financing the 
benefits provided in the act. 

Table 1 summarizes the operations of the Railroad Retirement Ac- 
count by fiscal years to June 30, 1952, and indicates that total receipts 
ineach year have exceeded disbursements. The increasing excess is 
due, among other things, to the step-rate tax schedule which started 
at oly percent in 1937 and rose to 121% percent in calendar year 1952. 
In addition receipts for fiscal year 1952 relate to 14 months of em- 
ployment, due to a change in the method of appropriation. Another 
factor has been the tremendous increase in the size of the covered 
rulroad payroll from approximately $2 billion in 1937 to $% billion 
at the present time. 
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On the other hand, the trend of disbursements is definitely upwan 
and will continue so for many years. As in all pension systems djs. 
bursements tend to start low and only level off when the system hy 
reached a state of maturity. Moreover, while benefit disbursemens 
took a sharp rise as each benefit liberalization came into effect, tly 
increases due to the growth of the covered payroll (due primarily jj 
wage-rate increases) will not be evident in benefit payments for som 

ears tocome. The effects will be cumulative and should not be over. 
ooked in considering the increasing disparity between the receipts 
and disbursements of the Railroad Retirement Account during recent 
years. 

A system which contemplates a level tax rate indefinitely must, of 
necessity, have a substantial excess of receipts over disbursements jp 
the early years in order to build up a reserve, the interest on which wil] 
be required to supplement the tax collections in the later years when 
benefit disbursements exceed tax collections. The balance in the r. 
serve of $2.9 billion on June 30, 1952, cannot be looked upon as a 
surplus. Instead, it represents a reserve fund which must continue to 
grow for a considerable number of years in order to pay benefits in 
the future. 

The investment of the reserve balances is made in accordance with 
the provisions of section 15 (b) of the act which reads in part: 

At the request and direction of the Board, it shall be the duty of the Secretary 
of the Treasury to invest such portion of the amounts credited to the account as, 
in the judgment of the Board, is not immediately required for the payment of 
annuities, pensions, and death benefits in accordance with the provisions of this 
act and the Railroad Retirement Act of 1935 in interest-bearing cbligations of 
the United States or in obligations guaranteed as to both principal and interest 
by the United States * * *, 

The interest on these obligations, according to the act, shall “provide 
an investment yield of not less than 3 per centum per annum.” Con 
sequently all of the cost calculations for the Railroad Retirement Act 
have been made on the assumption of an interest rate of 3 percent, 


Summary of recent cost estimates 

The Railroad Retirement Act requires the Board to make an 
estimate of the liabilities of the Railroad Retirement Account not les 
often than once each 3 years. To make this estimate the Board 
conduets a triennial valuation of the account. The fifth such valu 
tion made as of December 31, 1950, completed in April 1953, provides 
the cost figures used in this chapter. 

Table 2 gives a general picture of the relationship between the 
actual tax schedule and the level costs of the benefits as developed im 
the fifth valuation. As shown under item LIT of that table a level tax 
rate of 13.41 percent of future annual payrolls would be required to 
meet indefinitely the costs of benefits. The present tax-rate schedule 
‘alls for a total tax of 1214 percent beginning in 1952 and remaining 
at that level. It would appear that the actual tax schedule is deficient 
to the extent of about 0.9 percent or $45 million annually (assuming 
a future annual covered payroll of $5.0 billion). 
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ard TasLe 2.—Summary of level cost calculations including the effect of the financial 


















: interchange with the OASI trust fund 
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has [Cost figures related to an assumed future annual taxable payroll of $5 billion] , 
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ent 3. Disability annuities payable after age 65... ...................--.-.-..-..-- 1. 40 
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Act The Social Security Amendments of 1952 amended the Railroad 
cll MMM Retirement Act at the same time by liberalizing the work clause 
for survivor benefits in the same manner as for social security, and 
by changing the references to the Social Security Act in the Rail- 
road Retirement Act to mean the Social Security Act of 1952. The 
result was to increase such railroad retirement benefits as would 


an 


less 















ard : ; a one 
uy. C8 ttlected by the social security minimum provision. But the result 
‘des 2S also substantially to increase the credits to be assigned to the 


Railroad Retirement Account from the OASI trust fund shown in 
item II-A of table 2. Such credits became larger because the new 
benefits provided in the Social Security Amendments of 1952 were 
higher than those in the Social Security Amendments of 1950. 

It is virtually impossible to develop a precise cost figure with 
respect to a system in which there has Tie such a great variability 
in the basic factors. At best, any single figure finally reached 
can only be looked upon as a most reasonable one within the 
range of the probable costs of the system. This does not mean, of 
course, that the valuation figure should be considered as the central 
point halfway between a probable high-cost or a probable low-cost 
figure. A priori considerations would imply that the deviation of the 
valuation-cost figure from the high point of the probable cost range 
should be definitely greater than from the low point. There is an 


the 
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irreducible minimum below which costs cannot go because of the $3) 
ceiling on creditable compensation, whereas relative to a receding ay. 
nual payroll, maximum costs are indeterminate. 


Projected costs 


The estimates so far have all been in accordance with calculation 
which relate primarily to the present worth of benefits and taxes, |; 
would also appear desirable to show a calendar-year projection of thy 
benefits, taxes, and reserve balances in the Railroad Retirement 4, 
count in accordance with the provisions of the present law. Such , 
projection has been prepared which not only takes into account the 
Railroad Retirement Act as amended in 1951 but the effect of the 19% 


Social Security Amendments as well, with a level-cost estimate of 13.4) 


i 


percent of taxable payroll. For this purpose, the table shown on page 
been appropriately modified and brought up to date. The revised 
projection appears in table 3. 

Table 3 indicates that under present law, and if the Railroad Retin. 
ment Board’s actuarial assumptions are correct, the reserve in the 
Railroad Retirement Account will grow from a present level of about 
$3 billion to $5.5 billion in 1975. Thereafter, the reserve will begin to 
shrink, disappearing altogether about 60 years from now. | 

Table 3a presents a supplementary projection also of an illustrative 
nature devoted to the estimated effect of the financial interchange with 
respect to individuals who will meet the general 10-year-service re- 
quirement introduced by the 1951 amendments to the Railroad Retire- 
ment Act. Here, the initial settlement as of the end of 1952 is, of 
course, smaller than the figure shown in table 3, since that table covers 
all employees, while table 3a is limited to those who will upon separa- 
tion have at least 10 years of railroad service. For the same reason, the 
taxes due OASI are smaller in table 3a. The benefit reimbursements 
from OASI are the same in both tables, since generally such rein- 
bursements will apply only to individuals with 10 or more years of 
service. In both projections, the time series are based on earlier 
studies, which were adjusted so as to conform with the cost figures 
developed in the fifth valuation. 
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TaBLe 3.— Illustrative projections of taxes, disbursements, interest earnings, and 
reserves under the Railroad Retirement Act as amended in 1951? 


[Assuming an equivalent level future payroll of $5.0 billion] 


| 

| | 

} i Financial interchange with OASI 
Reim- | to rail- i 

ad waet | Balance | count 
burse- | Interest | of initial | _ 78d at end 
ments | t : 
of year 


Total Total 
tax disburse- | 
income | ments 


Calendar | Taxable 


vear payroll 
| account 


sey | credit to 
from OASI — 1 
: OASI | 
OASI | 


| 
. > 5 Beets —" eae 4 $672 | 
$636 $153 | $210 | $14 629 
636 | 7 220 | 14 | 627 } 
640 | 5 205 230 14 616 
td 258 | 292 | 9 | 393 
645 3 329 4 186 
644 338 347 | 2 | 69 
641 | 333 | 362 
633 326 375 
626 fi 381 | 
615 | | 386 | 
603 8 | 387 | 
592 387 | 
592 | 385 
‘ 592 382 
, 736 592 379 | 

















| All dollar figures are in millions. 


Norg.—(1) This projection is a modification of the projection shown on p. 238 cf the hearings on 8. 1347 
with the cost fileures adjusted to conform with the results of the 5th actuarial valuation. (2) Disbursements 
nelude an allowance of $7.5 million a year for administrative expenses. (3) Balances in the Railroad Re- 
tirement Account are related to the cash balance of $2,369 million as of Dec. 31, 1950; the balances for future 

s, as well as all other items, are on an accrual basis. (4) Interest to OASI was calculated separately 
projection of the financial interchange with the social security system. The rate used there was 234 
pereent. All other calculations are based on an interest rate of 3 percent. 
Souree: Railroad Retirement Board. 


Taste 38a.—Supplementary illustrative projection of the transactions between 
railroad retirement and social security resulting from the financial interchange 
with respect to employees who will meet the 10-year service requirement of 
the Railroad Retirement Act 





l ‘ 25a : 
| Reimburse- dae Balance of | Funds trans- 
ments from — initial credit | ferred to 

OASI iy to OASI |RRB account 


Taxes due 
OASI 


$118 $210 | $10 3! ie 
220 | 8 | ; a 
230 | 7 
292 |... : +e 
329 | hie me | 90 
347 | at | 89 
362 | | 
375 | 


122 
131 


150 
148 





Interest on balance of initial credit to OASI at 214 percent 
Il METHODS OF FINANCING RETIREMENT SYSTEMS 


There are several schools of thought on just how a pension system 
should be financed. On the one hand, for example, some students 
believe that the reserve account should build up to such a level that 
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interest on the reserve, when combined with income from contriby. 
tions, will be sufficient to finance all benefits in perpetuity. Were level 
costs to be equal to level income, this principle would be carried oy 
(in theory at least). For example, the level income to the Railroad 
Retirement Account is 12.5 percent of taxable payroll. If the Jey: 
cost were also to be 12.5 percent, then, if all actuarial assumptions wor 
correct, the reserve would reach some $9 billion, and stay at tha: 
figure forever. The interest on the reserve will then be used to make 
up the difference between the benefit disbursements which will be at 
rate higher than the level cost and the tax income which will remain 
at the level rate. Such a financial arrangement would be known as 
“modified full actuarial reserve.” 

Another theory of financing pension systems is the pay-as-you-go 
arrangement whereby no reserve is built up at all, but current taxes are 
set at such levels as to pay current benefits. 

At the present time, the railroad retirement financial arrangements 
are somewhere between these two points—a system known as “partial 
actuarial reserve.” A discussion of the various types of financial! 
arrangements follows. 

Basically, a retirement system is simply a formalized plan under 
which an employer, sometimes aided by his employees, provides funds 
for the orderly retirement of his aged and disabled employees under 
rules which assure each employee of a determinable amount of retire 
ment income and which prevent discriminations among employees, 
Sometimes additional benefits (such as death, withdrawal, and sur- 
vivor benefits) are provided but they do not alter the essential financial 
aspects of the system. 

When a retirement system is established and its basic provisions and 
formulas are drawn up, there is immediately created a definite moral 
(and sometimes legal) obligation on the part’of the system to make 
certain future payments at times and under conditions determined by 
the formal retirement plan and not by the employer’s own convenience 
or desire. There are two ways of arranging to meet these payments. 
The first way is to wait until the payments actually become due and 
then take sufficient funds from current income to meet them. This 
is called a pay-as-you-go method of meeting retirement costs. The 
second way is to save money in advance and make retirement pay- 
ments, when they become due, from funds already collected and avail- 
able, and from the interest earned on these funds. This is called an 
actuarial reserve method of meeting retirement costs. There are 
various in-between methods, which are essentially compromises 
between the two basic methods. 


a 


Pay-as-you-go method 

The pay-as-you-go method has great temporary appeal because It 
usually doesn’t require as large out-of-pocket expenditures when & 
retirement system is started. This is because there are relatively few 
employees ready to retire immediately. However, as time goes 0M, 
with a group of employees retiring each year and others dying and 
leaving survivor beneficiaries, the percentage of retired to active em- 
ployees in a retirement system tends to increase steadily until it reaches 
relatively stationary proportions after perhaps 40 or 5( years of 
operation. During this “growth” period, the amount paid out each 
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ar to retired employees increases in much the same proportion as 


a number of such individuals increases. ; 

This gradually increasing cost aspect of pay-as-you-go financing 
runs counter to principles of sound cost accounting, since it super- 
imposes an increasing retirement burden on an assumed level rate of 
income of an employer. Even if the employer’s income tends to 
increase, pay-as-you-go retirement costs will normally increase faster 
and the period of relative stability will be deferred longer. __ 

Pay-as-you-go financing violates good cost-accounting principles in 
sill another way. Retired employees are nonproductive; they do not 
contribute toward the employer’s income. If retired employees are to 
be paid retirement annuities, the money for those payments should 
logically be laid aside during those employees’ active productive 
yeriods. Their retirement annuities should not be a burden on the 
future employees. 
Ac tuarial reseTrve method 

The actuarial reserve method of financing retirement costs consists 
basically of providing that periodic payments with respect to each 
employee be made into a fund during such employee’s active working 
years. The amount of each payment is so determined that when the 
typical employee is ready to retire the accumulated amount (at in- 
terest) of all payments made with respect to him is exactly sufficient 
on the average to provide all his future retirement payments without 
further payments or contributions on his behalf. 

The main advantages of actuarial reserve funding are threefold— 
|) retirement costs are kept at a relatively level percent of active 
payroll indefinitely so that better expense control and budgeting can 
he maintained; (2) retirement costs are met when they are incurred 
(that is, during the active service of each covered employee) ; and 
(3) funds are assuredly available when an employee retires to meet 
his future retirement payments; he does not have to depend on future 
business conditions or even on the continued existence of the organ- 
zation from which he was retired. 

The theoretical differences between pay-as-you-go funding and 
actuarial reserve funding are illustrated rather simply in chart 1. 

Chart 1 assumes a continuing level employment and a level payroll. 
The figures shown for percentages and years are purely hypothetical, 
but the relationships indicated are not unreasonable. The leony line 
indicates the way in which actual benefit payments increase in amount 
irom year to year. The dotted line indicates the actuarially equivalent 
contributions which will, in the long run, together with interest on 
invested funds, exactly meet the benefit payments. It should con- 
tinually be kept in mind that, with any specified set of benefit pro- 
visions, pay-as-you-go financing and actuarial reserve financing al- 
ways entail the same eventual aggregate outlay of funds, that the main 
difference between the two lies in the incidence of costs. The eventual 
total dollar-and-cents contributions are lower under the actuarial 
reserve method than under the pay-as-you-go method because of inter- 
ést earnings on invested funds, but eventually total disbursements 
must be identical under either method. 
_ The actuarial reserve method of computing retirement system costs 
is 7“ to the actual incidence of those costs. It contemplates pay- 
ing lor retirement benefits while the service, on which those benefits 
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CHART I. 
ILLUSTRATION OF DIFFERENCE BETWEEN PAyY-AsS- 
YOU-GO AND ACTUARIAL-RESERVE FUNDING 
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are based, is being rendered. Thus, regardless of the actual method of 
financing adopted for a particular retirement system, a true estimate 
of the incidence of costs under the system can only be made on the 
basis of an actuarial reserve method. Mr. Russell Reagh, former Hi than 
Government actuary, stated in this connection in one of his reports: to the 
The financing method has nothing to do with true costs and when true accrued based 
costs are not met currently, the result is equivalent to borrowing even though ated 
borrowing is not recognized in the accounts. its ac 
The actuarial reserve method of computing costs has a collateral ad- 
vantage in that it permits relatively accurate comparison of costs as 

between different retirement systems. 4 
ie a¢ 


Partial actuarial-reserve method periog 


The in-between methods of funding a retirement system run the MiB dated 
mut from a sten-rate method designed eventually to arrive at a 
evel cost actuarial reserve basis to a pay-as-you-go method providing 
for a slight additional level payment toward a contingency fund. 
From a financial point of view, the committee’s actuary points out that 
it would be preferable for the railroad retirement system to be on a 
full actuarial reserve basis. Actually, it is on a partial actuarial 
reserve basis at the present time since, although a reserve is being built 
up, the level cost deficit of 0.91 percent of payroll will cause this reserve 
to disappear in about 60 years (if actuarial assumptions prove to be 
correct). é 
The periodic contributions, made by an employer (sometimes aided 
by his employees) to an actuarial reserve retirement system, consist 
of two parts or elements: (1) the normal cost contribution, and (2) the 
past-service (or more correctly accrued liability) contribution. 
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The normal cost contribution is, in insurance terms, the level annual 
sremium needed to be paid, in respect to the average employee, from 
the date of his hiring until the date of his retirement in order to pro- 
vide his retirement benefits. The normal cost is usually expressed 
as a percentage of the employee’s compensation rather than as a dol- 
jar-and-cents figure er employee. When expressed as a percent of 
payroll, and if benefits in the retirement system are in general func- 
tions of compensation, the normal cost does not usually change greatly 
even when wage levels change substantially ; likewise, the normal cost 
percentage can remain constant while an employee’s compensation 
imereases over the years due to merit raises. 

The other portion of the contribution to an acturial reserve sys- 
tem is the accrued liability contribution. This is a contribution, over 
and above the normal contribution, necessitated by the fact that a 
retirement system usually is not started until after an organization 
has been in existence for some time and has a group of employees 
with periods of past service. A liability, with respect to such past- 
service employees, is created when a retirement system is installed, 
since the normal contribution with respect to such employees will 
not be sufficient to provide for their retirement. This liability is a 
one-time liability and may be considered as the present value, at date 
of installation of the retirement system, of the difference between 
the normal contributions which will be made in respect to such past- 
service employees and the amounts which will be needed to pay their 
benefits under the system. 

The accrued liability, though essentially a one-time liability, can 
increase over its initial amount due to various circumstances, as for 
example: (2) Intentional underfinancing in the early years of a sys- 
tem’s operation, (6) actual experience under the system more costly 
than expected under the actuarial assumptions, and (¢) amendments 
tothe plan, after its inception, to give additional or increased benefits 
based directly or indirectly on past service. Items (a; and (c¢) oper- 
ated in connection with the railroad retirement system to increase 
its accrued liability over that in 1937, while item (6) operated in 
reverse to hold down the increase in unfunded accrued liability due 
to the other items. 

It is the intent of most actuarial reserve retirement systems that 
the accrued liability be eventually paid off by means of the additional 
periodic accrued liability contributions. After this liability is liqui- 
dated, the cost of the system will be reduced to the normal cost, which 
should remain at a relatively level percent of the payroll indefinitely 
thereafter. In lieu of paying off the accrued liability, it may be car- 
ned indefinitely as a liability, subject to payment into the system of 
contributions equal to the interest which would have been earned 
hereon had it been an invested fund instead of a liability. Such a 
procedure is somewhat questionable for any system not financed by 
laxes, since it presupposes the perpetual existence of the system and 
the perpetual ability of the employer to make contributions equal to 
he interest required on the liability, in addition at all times to making 
is normal contributions for current employees. This method of 
wrying the accrued liability indefinitely, and only paying interest 
hereon, plus paying the normal contributions, is the method used for 
naneing the railroad retirement system, but, of course, this system 
financed by taxes. 
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An actuarial reserve system presupposes the building up of rp. 
serves. These reserves are the amounts paid in to the system with 
respect to active employees and from which their future benefits yjjj 
be paid; they amount to trust funds. By investing these trust fund 
in interest-bearing securities, interest is earned which can be used ty 
help pay benefits and thus keep the rates of contribution down to , 
minimum. 

Thus, in actuarial reserve cost calculations, allowance jis usually 
made for estimated future interest earnings and contribution rates are 
reduced by the amount of such estimated earnings. Similarly the ac. 
crued liability is reduced below the estimated amount of actual dis. 
bursements, related to past service, by the amount of assumed future 
interest earnings. This is a proper assumption, because the accrued 
liability represents a fund which really should be on hand to meet 
future benefit payments and which would have been on hand (avail. 
able for investment) if the system had always been in operation, 
For this reason, however, the periodic accrued liability contribution 
must include an amount necessary to make up for the interest which 
would have been earned had the unliquidated accrued liability been 
available for investment. 

Normal costs and accrued liability costs are both computed on the 
basis of actuarial assumptions as to expected future mortality, dis- HiRsaril 
ability, turnover, etc., rates among the employees of the retirement Hi prog 
system and upon assumptions as to probable trends in salary rates for 
these employees and as to future earnings from invested fund, 
One of the most important assumptions for the railroad retirement 
system deals with the size of future aggregate taxable payrolls. 

To the extent that the assumed rates are reproduced in actual future 
experience the computed costs will prove exactly adequate. If actual 
future experience differs from the assumed experience, ac)ustments 
will have to be made in the normal] contribution rate and probably in the 
accrued liability, both effective from the time when the difference be- 
tween actual and expected experience is discovered. In making cost 
studies and cost projections, therefore, it is essential that the best pos- 
sible estimates be used as to future rates of mortality, disability, turn- 
over, salary increase, interest yields, and payrolls. Trends in ages at 
hiring and ages at retirement also enter into the computation. Since 
‘as experience, weighted for any special conditions of which there is 

owledge, is the best available indication as to probable future ex 
perience, it is common practice to study the actual past experience 
under a retirement system in arriving at actuarial estimates for ue 
in cost studies. 


III, RAILROAD RETIREMENT FINANCING 


Adopted method and rationale 


The benefits of the railroad retirement system have been pro 
vided for in the Railroad Retirement Act of 1937 and its amend- 
ments to the present date. On the other hand, the funds required to 
finance such benefits were provided by Congress initially under the 
Carrier’s Taxing Act of 1937, and later adjustments were made by 
appropriate amendments in the Internal Revenue Code specifically 
related to employee and employer taxes. The tax receipts until re 
cently have gone into the Treasury’s general fund; corresponding 
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appropriations have been made by Congress at the beginning of each 
fiscal year on the basis of estimates of the anticipated tax revenues. 
The recent changes in appropriation procedures have resulted in 
monthly transfers to the Railroad Retirement Account of amounts 
to equal to taxes actually collected and de vosited. The change in pro- 
4 eedure provides an indefinite appropriation for the fiscal year as 
compared with the definite congressional appropriations made 
lly heretofore. 
are While benefits and taxes have been considered separately by Con- 
ac cress, it is clear from the legislative history that the tax rate schedule 
lis- HB which was provided in one piece of legislation was intended to be at 
ure ME, level which would be sufficient to support the benefit structure set 
xed MM yp in the other. Further, except for the initial period during which 
eet HEE the tax rates were stepped up gradually, the tax rate itself was to be 
ail- Hi uiform—at the same oa indefinitely. The maximum has already 
ion, Ma been reached in 1952 and is to remain at that point. 
‘ion The use of what is essentially a uniform tax rate shows that Con- 
ich Hp oress does not differentiate between the employee of today and the 
en Janew entrant of tomorrow. Each employee and his employer pay at 
the same rate. This assumes the permanent existence of the railroad 
the Hgretirement system. Accordingly the actuarial methods must neces- 
dis- Hsarily determine the level cost of all the benefits included under the 
nent program. 
for Bi Vormal rate separated from unfunded accrued liability 
nde. Essentially, the actuarial method which has been followed at the 
vent MB Roard is (1) to caleulate the normal rate for new employees, (2) 
to determine the unfunded accrued liability for present and former 
employees under the system if such normal rate were adopted for the 
future, and (3) to determine the annual interest charge to keep the 
unfunded liability from growing. These terms have been defined as 
follows: 
The normal rate represents the tax which would have to be charged 
with respect to a typical group of employees from the time they first 
entered the railroad industry in order to meet all future benefits with 
respect to their own employment. 

By unfunded accrued liability as of any date is meant the 
present worth of all future benefits with respect to employees covered 
under the benefit program to date, less the discounted value of all 
ontributions which would theoretically be made with respect to that 
losed group if all their future service were taxed at the normal 
tate otherwise adequate for new entrants, and less the cash funds 
tually on hand, At the inception of the plan, of course, there would 
enerally be no funds on hand. As of that time the unfunded accrued 
iability has been referred to as the initial liability, the initial deficit, 
it the initial acerued liability. In each instance, of course, the word 
unfunded” is understood. 

The annual interest charge expressed as a percent of payroll is the 
gure obtained by taking 3 percent of the unfunded accrued liability 
nd ri it by the assumed annual level of future payrolls. 

Inthe ordinary private pension plan usually only the first two con- 
‘Ptsare involved. The general practice for such plans is to amortize 
he initial (unfunded) accrued liability over a definite period of 
tars—10, 20, or 30, for example. The funds necessary for such 
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amortization are kept separate from those required to meet the norma) 
cost of current liabilities as they accrue from year to year. Whe) 
the period of amortization has been completed the only funds require 
to meet the costs thereafter are for the normal rate. 

In comparison, the method of financing adopted by Congress fop 
the railroad retirement system does not have to distinguish betweey 
the unfunded liability and the normal rate in the determination of 
the tax rates. Instead of being sufficient to amortize the unfunded 
accrued liability over a definite period of years, the required level 
tax rate is established on an indefinitely continuing basis by pro- 
viding only for interest on the unfunded liability. This method js 
equilavent to the one ordinarily used in private pension plans except 
that the amortization period is perpetuity. 


Unfunded accrued liability subject to interest payments but not 
amortization 

Inherent in the determination of the required level rate by this 
method of financing, the actuarial calculations develop the normal 
rate adequate for new entrants on the one hand, and the unfunded 
accrued liability on the other. The next step is somewhat more com- 
plicated than the procedure for the private pension plan in that it 
must bring together on a common basis two concepts which cannot 
be merged in their original form. The normal rate is a percentage 
while the unfunded liability is measured in terms of dollars, No 
difficulty is involved for the private pension plan since the unfunded 
liability does not have to be expressed as a percentage of payroll. 
In contrast, the railroad retirement annual interest charge on the 
unfunded accrued liability is also expressed as a percent of payroll. 
This is necessary to permit the addition of two similar items—the 
normal rate which would otherwise be sufficient for new entrants, 
and the additional rate required for all employees, present as well 
as future, to keep the unfunded accrued liability from growing. 
To these is added a small rate for administrative expenses. The 
result is the level tax rate required for adequately financing the 
benefits on a flat over-all basis. 

Although the level rate so derived does not produce reserves sufli- 
cient to cover accrued liabilities as of any one time, it would never- 
theless be adequate to meet all benefit payments throughout the years. 
This method of financing the railroad retirement system is not pe 
culiar. A similar type is inherent for the Social Security Act and for 
the civil service retirement system at the present time. The three 
plans have the common feature that they are handled by the Federal 
Government. It should not be overlooked, of course, that the method 
and its rationale are dependent, in the last analysis, on the assumption 
of the permanent existence of the systems. Without such an assump- 
tion, it would be necessary to adopt some method of financing which 
would eventually amortize the unfunded accrued liability. Otherwise 
it would not be proper to consider the basis adopted as actuarially 
sound, 


The position of the Actuarial Advisory Committee 
The Actuarial Advisory Committee of the Railroad Retirement 


Board has made various statements and recommendations on the un- 
funded liability in its reviews of the periodic valuations of the rail 
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road retirement system. This committee was created by section 15 (¢) 
of the Railroad Retirement Act, which reads: 


The Board is hereby authorized and directed to select two actuaries, one from 
recommendations made by representatives of employees and the other from 
recommendations made by representatives of carriers. These actuaries, along 
with a third who shall be designated by the Secretary of the Treasury, shall be 
known as the Actuarial Advisory Committee with respect to the Railroad Re- 
tirement Account. The committee shall examine the actuarial reports and esti- 
mates made by the Railroad Retirement Board and shall have authority to 
recommend to the Board such changes in actuarial methods as they may deem 


necessary. 

In accordance with this provision, Mr. George B. Buck, chosen by 
the employee representatives, Mr. Robert D, Holran by the carrier 
representatives, and Mr. Russell R. Reagh, designated by the Secretary 
of the Treasury, have served continuously as a unit in reviewing the 
{ve triennial valuations prepared to date and have kept themselves 
fully informed on actuarial methods used and the financial condition 
of the system. 

While the Actuarial Advisory Committee has not expressed itself 
directly on the nature of the actuarial methods used in the treatment 
of the unfunded liability, it has accepted these methods implicitly. 
For example, in its statement on the second valuation of the benefits 
provided under the 1937 act, the committee said: 


The present valuation indicates a slightly higher normal contribution (normal 
rate) to be needed than that shown in the previous valuation, and the amount 
of the initial deficit (unfunded accrued liability) is also somewhat higher. In 
both valuations the assumption is made that only interest will be paid on the 
initial deficit (unfunded accrued liability). 


The relevant portion of the Advisory Committee’s statement on the 
actuarial methods used for the third valuation follows: 


The committee calls attention to the fact that the foregoing estimates are 
based on the assumption that the initial unfunded liability and any increases 
therein which have occurred to date will be covered only by the payment of 
interest in perpetuity. For example, it has been noted that the unfunded lia- 
bilities for prior service (unfunded accrued liabilities) have increased from 
about $3,389,000,000 as shown in the first valuation to about $4,331,000,000 as 
given in this valuation. The increase between the first and second valuations 
was approximately $230,000,000 and the increase between the second and third 
was $712,000,000. Under a typical staff retirement fund, an attempt is usually 
made to liquidate gradually the initial prior service liability (initial unfunded 
accrued liability). If we assume that no attempt is to be made to amortize the 
initial liability, but that it should not be permitted to increase, then provision 
must be made for the amortization of any increase in such unfunded liability. 
The typical retirement system does not permit deficits to develop from year to 
year and then assume that these deficits will never be funded. 

When the second valuation showed an increase in the unfunded liability, 
there was some thought that, because of the inadequacy of the original records 
as to prior service credits, this increase did not indicate the need to question 
the method of funding the liabilities. However, the increase of approximately 
$712,000,000 in the unfunded liability since the last valuation indicates that a 
question should be raised as to the propriety of including in the calculations of 
the contribution rate only an annual interest payment on increases over the 
original unfunded liability. The committee believes that the railroads and the 
employees should not lose sight of the fact that until revenues are adjusted so as 
to hold the unfunded liability at least in check, the future of the system is not 
on a conservative financial basis. 


The Actuarial Advisory Committee, in its report on the fourth 
valuation, held to the view that the unfunded accrued liability should 
not be increased, although it stated— 

33494—53—pt. 122 
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It is true that, on the financing method and assumptions used, the actua) Site 
of such unamortized liability is immaterial, as long as the total payroll does 
decrease and taxes thereon provide interest on the liability in perpetuity, 


But the committee went on to say: 


Nevertheless, increased benefits for past service cannot be added indefinitely 
simply by capitalizing them as an additional accrued liability without weakening 
the financial structure of the retirement system and without an increasing probg. 
bility that it will not in fact prove self-supporting. 

A minimum standard of sound financing applicable to any retirement system, 
except possibly a national scheme, would seem to be that any initial unamortize 
liability should at least be held constant. 

Up to and including the fourth valuation, each successive valu. 
tion has shown an increase in the unamortized liability, that is, the 
amount on which interest only will be provided by prospective taxes, 
Such liability rose from $3.4 billion in 1938 to $7.4 billion in 1947, 
The main reason for the increase was the liberalization in benefit 
provisions, although insufficient actual taxes and changes in valuation 
assumptions were also a contributing factor. The interrelationships 
between railroad retirement and social security which were introduced 
by the 1951 amendments to the Railroad Retirement Act necessitated 
a different approach to the problem of the unfunded accrued liability, 
When considered without the financial interchange, the amount de- 
veloped in the fifth valuation as of December 31, 1950, is $10.5 billion, 
which is substantially higher than the $7.4 billion of the fourth 
valuation. However, due to financial interchange with social security, 
a large portion of the $10.5 billion is, in effect, shifted to the social 
security system. According to the report on the fifth valuation, this 
figure is $5.9 billion. What remains—that is, $4.6 billion—is smaller 
than the figure developed in the fourth valuation. It should be en- 
phasized, however, that a part of the social security taxes on railroad 
payrolls will go to service the portion of the unfunded accrued liability 
which was shifted to social security. 

The Actuarial Advisory Committee, in its review of the fifth valua- 
tion, made no direct mention of the size of the unfunded accrued 
liability as of December 31, 1950. However, there is no reason to 
believe that this advisory body changed its position on the subject. In 
the words of the statement on the fifth valuation: 

The committee would emphasize that a level rate such as that calculated does 
not reflect the cost of the system in the usual sense of eventually amortizing all 
benefits, to the extent that benefits have been, or may be, capitalized as interest 
bearing liabilities. On the valuation figures, allowing for the tax deficiencies 
since 1950, such unfunded liabilities are now increasing at a rate in excess of 
$45 million a year. 

IV. HISTORY OF REVENUE ASPECTS 
Taxes 


Taxes collected for the financing of railroad retirement benefits 
started in 1937 at a rate of 234 percent of each covered employees 
monthly earnings up to a maximum of $300. This rate was assessed 
against both employers and employees, so that a total rate of 54 
percent was collected. This rate is currently 614 percent on both 
employee and employer making a total of 1214 percent. 

The taxing provisions on railroad employers and employees were 
provided in a separate act entitled “The Carriers Taxing Act of 193/. 
Consequently, reference must be made to that act to determine the 
financing provisions which the Congress had in mind for meeting the 
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benefit payments which would arise under the provisions of the 
Railroad Retirement Act of 1937, 
The Carriers Taning Act of 1937 

Section 2 (a) of the Taxing Act provided that an income tax be 
paid upon the compensation of every railroad employee in accordance 
with the following schedule on earnings after December 31, 1936 (sub- 
ject to a taxable ceiling on such earnings of $300 for any calendar 

nth) : 
re With respect to compensation earned during the calendar years 
1937, 1938, and 1939, the rate shall be 234 percent. 

9, With respect to compensation earned during the calendar years 
1940, 1941, and 1942, the rate shall be 3 percent. 

3. With respect to compensation earned during the calendar years 
1943, 1944, and 1945, the rate shall be 314 percent. 

4, With respect to compensation earned during the calendar years 
1946, 1947, and 1948, the rate shall be 314 percent. 

5. With respect to compensation earned after December 31, 1948, 
the rate shall be 334 percent. 

The tax imposed by the section referred to above was collected 
through the railroad employer by deducting the amount of the tax 
from the compensation of the employee. 

In addition, employers were charged excise taxes, on the basis of the 
same compensation, in exactly equal amount, that is, provision was 
made for effectively financing the benefits of the 1937 Railroad Retire- 
ment Act by charging income taxes on employees on the one hand and 
excise taxes on employers on the other in which the burdens were 
shared equally. A provision was added under the section dealing with 
excise taxes on employers to the effect that when the employee’s aggre- 
gate compensation for a calendar month exceeded $300, the various 
employers would be charged that proportion of the total tax on $300 
(the taxable ceiling) which each employer’s compensation to the 
employee bore to the employee’s total aggregate compensation in the 
particular calendar month. 

In addition, a tax rate schedule was established for employee rep- 
resentatives which was double the rate charged for employees. te 
effect, such taxes on the employee representative represented a com- 
bined employee and employer tax in each of the 3-year periods, begin- 
ning at 514 percent for the years 1937, 1938, and 1939 and rising to 
7 percent for compensation earned after December 31, 1948. 

The taxes imposed by the Carriers Taxing Act of 1937 were collected 
quarterly by the Bureau of Internal Revenue and paid into the Treas- 
ury of the United States as internal-revenue collections. 


The 1946 amendments 


The schedule adopted above remained unmodified until 1946. Then, 
taking into account the deficiency in this tax schedule for financing 
the benefits of the 1937 act and the liberalizations provided by the 1946 
amendments, a new tax rate schedule was introduced. The changes 
were : 

1. For 1947 and 1948, the taxes on employees and employers were 
raised to 534 percent, instead of 314 percent each as in the old schedule. 

2. For the years 1949-51, the taxes on employees and employers were 
raised to 6 percent each instead of the 334 percent each. 
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3. For calendar years 1952 and subsequent, the employees and ep. 
ployers were to be charged 614 percent each instead of the 334 perce: 

The corresponding taxes on employee representatives for these pp. 
riods were modified accordingly to be equal to the combined employe 
and employer taxes. The rales on taxable compensation for any 
month remained at $300. ” 

While the taxes collected from employees and employers are actually 
the means for financing the benefits of the Railroad Retirement Aci. 
there is no direct tie-in between this act and the taxing act. Unti] 
the appropriation for the fiscal year 1952, it has been congressiona] 
practice in accordance with the provisions of the retirement act to 
make appropriations for benefits and administration at the beginning 
of each fiscal year. Such appropriations have been made from the 
general funds of the Treasury in anticipation of the taxes which would 
be collected during the fiscal year. 

With respect to any fiscal year, Congress has taken into account the 
excess or the deficit in the actual tax collections of the previous fiscal 
year. In addition, the appropriations included interest income at 3 
percent from investments of the Railroad Retirement Account. Pro- 
vision has also been made in the appsnprieiians to include the cost 
of military service credited in benefits awarded in the previous year 
where such military service was rendered prior to 1937 (1940 amend- 
ment) and an amount equal to employer and employee taxes with 
respect to military service rendered after 1936 creditable as railroad 
employment under the 1942 amendments tothe act. For the crediting 
of military service rendered before 1937, the funds appropriated have 
represented the additional present worth of the benefit awards, to- 
gether with interest from the date of award to the appropriation, 
caused by the crediting of such prior military service. For the credit- 
ing of military service rendered after 1936, the funds appropriated 
have been equal to the taxes which would have been collected 
from employees and employers had the employees in military service 
been in actual railroad employment during the period of their military 
service and been paid wages of $160 a month. In either case, such 
military service has been paid for by the United States Treasury. 

The basic statutory authority for appropriations is section 15 (a) of 
the Railroad Retirement Act. Under this section, all appropriations 
to the Railroad Retirement Account have always been of a specified 
amount as estimated by the Board in conformity with such provisions. 
At no time prior to the appropriation for the fiscal year 1952 did the 
appropriation language contain any references to tax collections, or 
make the amount appropriated, or the time of the appropriation, con- 
ditioned upon the amounts collected in taxes or upon the time of such 
collections. 

At the request of the Bureau of the Budget, the premegeisiee for 
the fiscal year 1952 for the first time changed the method of appropria- 
tion from annual definite, pursuant to section 15 (a) of the Railroad 
Retirement Act, to what the Bureau referred to as an “indefinite 
appropriation. This change has resulted in monthly transfers to the 
Railroad Retirement Account of amounts equal to taxes actually col- 
lected under the provisions of the Railroad Retirement Tax Act. 
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V. HISTORY OF COSTS OF BENEFITS 


Under this heading are summarized the various cest estimates which 
” have been made for the present railroad retirement system. The 
Jet B® siceussion deals first with the initial estimate prepared before the 
any 1937 act was passed, and proceeds to the cost reports of the first five 

valuations. In addition, there are included the preliminary cost esti- 
ly mates which were psvesren for the hearings on the 1948 and 1941 
4 amendments to the Retirement Act. 


nal Cost estimate prior to the 1937 act 

to The initial estimate prepared for Congress indicated a level cost of 
ing 7.11 percent of payroll. That is, in accordance with the assumptions 
the Hi made before actual experience had been developed, it appeared that 
uld HB, level tax rate of slightly over 7 percent would be sufficient to finance 
the benefits provided in the bill which became the 1937 act. 

the Among the other assumptions underlying this estimate was a future 
cal level payroll of $2.2 billion. It was assumed, further, that healthy 
itd employees who do not. withdraw would ordinarily retire from railroad 
ro- BB vrvice at age 70, and disabled individuals upon becoming disabled. 
cost Individuals withdrawing from service before age 65 were assumed to 
ear Mirtire at age 6714. The remaining detailed assumptions are included 
nd- Hon pages 153-154 of the hearings before the Committee on Interstate 
vith and Foreign Commerce, House of Representatives, Seventy-fifth Con- 
oad PB cress, first session, on H. R. 6956 (May 13, 14, 18, 19, 20, and 21, 1937). 
ting A cost breakdown for this initial estimate is shown in the first column 
ive Biot table 4. 


to- . : 

Taste 4.—Comparative level tar rates developed for the 19387 Railroad Retire- 
10m, ment Act according to the preliminary estimate, the first, second, and third 
- triennial valuations 

ater — — 

















ted | Costs ' and assumed pay rolls accoriiing to— 
vice eae oes 
tary Item |Preliminary First Seeoid | Third 

: estimate ¥aluation | valuation valuation 
such | $2.2 billion | $2.0 billion | $2.5 billion | $3.5 billion 
y. ‘ a = | = il alii dadiadiiliee 
) of A. Immediate retirement annuities: | 
‘¢ Dy DO ied ta hgetanys hmasen apes | 3. 35 5. 21 5. 61 4.96 
10ns NT. ho ora k iene. 0k oot dns Dacckew one 1. 51 1. 65 1.33 111 
‘fie | B. Deferred retirement annuities_...............------ . 89 | 2. 84 2.35 2.14 
Ine D, IG oo ates. adc ee whe 94 | “82 85 | 1.05 
ions. a eee ee ee eee . 32 | 26 13 - 06 
| the E. Total benefits (A+B+C+D)_...........--.------- 7.01 | 10. 78 10. 27 | 9.32 
: or Du UE OU art et os: hed siinptteecaed ae Te | ll 16 41 
Se oo — - | 
con- MaMEO: Net benefits (E—P)..... 2.222222 -222-- eee. 7.01 | 10. 67 | 10. 11 | 8.91 

h H. Administrative expenses.................----------- 10 13 | .10 . 08 
suc - nr et ef 

I. Required level tax rate (G+H)....................| 7.1 10. 80 | 10. 21 8.99 
. Required level tax rate 2 years after valuation date-| 7. 21 | 11.11 10. 45 9.13 

for Hee NORRIS Soe, ote so se... 4. 56 | 5. 59 5.77 5. 20 

: L. Unfunded accrued liability as percent of payroll ] 
orla- Be iM lanern onan nn cnewanwonewannaannsannereecnnn-- 2. 45 | 5. 08 4.34 3.71 
sand 2 alue of 1 percent of future payroll... ----.-._- 733 | $667 $833 $1,167 
road * funded ability in dollars (LXM).....-....-.-..| $1,796 | $3, 388 $3, 615 $4, 330 
nite — — cs husbe. 








) the ' Expressed as percent of payroll except for dollar values which are shown in millions. 
col Source: Railroad Retirement Board. 


The main items of interest in this table are the normal rate for the 
lew entrants, the “initial (unfunded) liability” with respect to the 
soup covered at the inception of the system, and, most important, 
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the over-all level cost for the system. Reference to table 4 shows tho 
“normal rate” as 4.56 percent, an initial (unfunded) accrued liability 
of $1.8 billion, and an over-all cost of 7.11 percent. ; 
The level cost for this preliminary estimate, as well as for subs. 
quent valuations, has been determined as follows: First, the normal 
cost for new entrants is obtained ; second, the unfunded accrued ligbi. 
ity is calculated for employees to date, subject to the assumption of 
such a normal rate in the future; third, the annual interest on this 
liability at 38 percent is calculated and expressed as a percent of pay: 
roll. This, in effect, spreads the annual interest charge over the total 
payroll. The percentage so derived, when added to the normal rate 
for new entrants and after a provision for administrative expenses js 
made, produces the level tax rate required for adequately financing 
the benefits. In this first estimate the normal rate was 4.56 percent, 
the annual charge for interest was 2.45 percent, and the allowance for 
administration 0.10 percent. The total was 7.11 percent. 


The first actuarial valuation 

The actuarial report on the first valuation of the system was com- 
pleted in August 1940. It was published as a separate document and 
also included as appendix A in the Board’s 1940 annual report, pages 
198-240. At the time the report was written, experience was available 
for 1937-38 and preliminary figures for 1939. 

In consequence of the experience under the act, much higher dis- 
ability and nondisability retirement rates were assumed than those for 
the preliminary calculations before the 1937 act became law. That 
is, the later rates assumed a much lower effective age at retirement— 
disability or nondisability—and a substantially longer period of bene- 
fit payments. By the same token, the employee’s working life ex- 
pectancy during which taxes could be anticipated was considerably 
shortened. It also appeared reasonable, on the basis of the experience 
up to the valuation date, to assume an earlier age at retirement for 
individuals who leave the railroad industry prior to age 65. Age 66 
was therefore assumed instead of age 6714 in the preliminary cost 
estimates. A third factor which tended to increase the cost was the 
assumption that the future payrolls would be $2 billion instead of the 
$2.2 billion used in the preliminary cost estimates. Finally, the actual 
tax rate in 1937 and 1938 was only 234 percent on both the employees 
and employers. 

Because of these factors, and several others discussed in detail in 
the actuarial report itself, the indicated level cost rose from the on 
liminary estimate of 7.11 to 10.80 percent as of the first valuation date 
December 31, 1938. The breakdown of this latter figure is shown 
in the second column of table 4. 

Indicative of the more conservative assumptions which appeared to 
be required by the experience of 1937-38, was the development of 
normal rate of 5.59 percent, which compares with the earlier figure 
of 4.56. Also, the large number of actual retirements in 1937-38 (far 
above that contemplated in the initial calculations), the inadequate 
tax rate for those 2 years, and the far more conservative assumptions 
used in the first valuation for retirement rates, among others, had the 
combined effect of raising the initial unfunded accrued liability from 
$1.8 billion to $3.39 billion. The latter figure represents the amount, 
in terms of present worth, by which income at the normal rate of 5.59 


per 
per 
a pe 
cent 
side 
earl 

T 
mar 
bene 
est 
Tog 
the | 
cent. 
ceml 
prest 
clen¢ 
orig? 
perc 
The . 


valua 
and 1 
accou 
a8 COI 
Lhe t 
Th 
subm: 
1946 
three 
and ¢! 
mnitte 
Wh 
relate 
were 










































RETIREMENT POLICIES AND RAILROAD RETIREMENT SYSTEM 311 


percent would fall short of covering future disbursements. Three 
percent of this amount, the annual interest charge, when expressed as 
a percentage of the assumed future $2 billion payroll, came to 5.08 per- 
cent. The latter figure was a little more than double the percent con- 
sidered adequate to meet interest on the unfunded liability in the 
earlier calculation. ; ’ 

Thus, the level cost calculation of the first valuation can be sum- 
marized as follows. The changed uormal rate to finance the cost of 
benefits to new entrants was shown as 5.59 percent. The annual inter- 
et charge on the unfunded accrued liability came to 5.08 percent. 
Together with an allowance of 0.13 percent for administrative costs, 
the required level tax rate for adequate financing came to 10.80 per- 
cent, after December 31, 1938. The comparable level rate as of De- 
cember 1940 is shown as 11.11 percent. This figure is higher than that 
presented for December 31, 1938, in that it takes into account the defi- 
ciency in actual tax rates of 1939-40, which continued at the rates 
originally fixed, in contrast with the calculated level cost of 10.80 
percent. 

The second valuation 
The full report on the second valuation is contained in the Board’s 
143 annual report, pages 67-119. Included are the recommendations 
of the Railroad Retirement Board and the statement of the Actuarial 
Advisory Committee. 
As shown in the third column of table 4, the results of the second 
valuation gave a level cost of 10.21 percent as of December 31, 1941, 
and 10.45 percent as of December 31, 1943. The latter figure took into 
account the continuing inadequacy of the actual tax rates in 1942-43 
ascompared with the theoretical required one of 10.21 percent. 
The third valuation 
The 1937 act—The report on the third actuarial valuation was 
submitted as a separate document and was contained in the Board’s 
M6 annual report. It might be noted in passing that, although 
three different men drafted the actuarial reports of the first, second, 
and third valuations, the membership of the Actuarial Advisory Com- 
mittee had remained unchanged. 
tual While certain changes were made in procedure and in definitions 
yees HM related to basic cost factors, the methods used for the third valuation 
Hd were much the same as for the former two. The major difference 
il in MMM affecting costs was the assumption of a future payroll of $3.5 billion 
rr instead of $2.5 billion used for the second valuation and $2 billion 
ate HM used for the first. The revised payroll assumption took into account 
own HM the sharp rises in wage rates between the second and third valuations. 
The interval paca a «ba major portion of the period of World War IT 
e( to MMM with its inflationary effects. 
ofa Subject to the payroll assumption of $3.5 billion, which represented 
igure Ha compromise of various opinions regarding the course of future 

( far parol s, the third valuation report indicated a level cost for the 1937 
quate ailroad Retirement Act as of the valuation date—December 31, 
tions HM 4—of 8.99 percent. The comparable figure as of December 31, 1946, 
the i vas 9.13 percent. 
from The costs obtained from the preliminary estimate and the first three 


-_ Valuations are brought together in table 4. It is of interest to know 
ow 
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that each of the valuations showed a higher unfunded accrued liability 
than the preceding one. Yet the higher level of assumed future pay. 
rolls provided a sufficient check on the annual interest charge ag g 
percent of payrolls to keep the over-all level cost from rising, | 
fact, such level rates after the first valuation showed a decreasiy 
trend. 

The 1946 amendments.—J ust before the third valuation report wis 
ready for publication, Congress passed the 1946 amendments to tly 
Railroad Retirement Act. To take such amendments into account, tly 
following foreword was added: 


i 
y 


~ 


The report on the third valuation has been based on the benefit ond tax 
structure of the Railroad Retirement System prior to the passage of thea recent 
amendments which became law on July 31, 1946, The major changes effected 
by these amendments involve (1) the elimination of the old lump-sum death 
benefit provision, (2) the introduction of a system of survivor benefits s 
to that contained under the Social Security Act, (3) a liberalization of the 
eligibility requirements for a disability annuity, and (4) a revision of the mini. 
mum annuity provisions. To meet the costs of the expanded system of benefits, 
a new tax schedule has been set up. It provides for a total tax rate of 114 
cent of covered payroll for 1947 and 1948, 12 percent in the years 1949-1951, ang 
12% percent in 1952 and thereafter. 

The level cost calculations of this report together with a preliminary estimate 
of the net cost of the amendments (made for the congressional hearings on the 
bill before enactment) furnish the means for testing the adequacy of the new 
tax schedule. The main cost calculation of the report itself shows a level cost 
of 9.13 percent for the 1937 Railroad Retirement Act benefit structure (as of 
December 1946). On the other hand, the preliminary estimate on the net costs 
of the amendments showed that (1) the reduction in costs effected by the elimina- 
tion of the old lump-sum death benefit provision would be counterbalanced by 
the increase in costs arising from the liberalizations in the original disability 
provisions, (2) the revised minimum provision would involve an increase in 
costs of 0.30 percent of payroll for nondisability retirements, and (3) the new 
survivor benefit provisions would cost an additional 3.20 percent of payroll. The 
actuaries who testified at the hearings or were consulted by the House and Senate 
committees were in substantial agreement that the indicated total net increase in 
costs of 3.50 percent as produced by the estimate was adequate, subject t 
margin of error on either side of one-half of 1 percent of payroll 

If the preliminary estimate of the net cost of the amendments be provisionally 
accepted as valid, then the total level cost of the expanded benefit structure 
becomes equal to 12.63 percent as of December 31, 1946. In comparison, the 
new financing provisions, effective January 1, 1947, involve a step-rate schedule 
which is equivalent to a level tax of 12.39 percent. The indicated deficit arising 
from the application of this amended schedule therefore amounts to 0.24 percent. 
It would thus appear that the taxes provided under the amendments are Just 
about sufficient to establish a fully funded basis for the retirement and survivor 
benefit system. 

The above analysis shows quite clearly that the third valuation report has not 
lost its timeliness with the advent of the new benefit and financing provisions. 
On the contrary, it serves as a base from which the adequacy of the amended tax 
structure relative to the expanded system of benefits can readily be establishet. 
{ Parenthetical words supplied. ] 


Preliminary cost estimates for 1948 amendments.—The congres 
sional hearings on the 1948 amendments to the Railroad Retirement 
Act (to increase all retirement benefits by 20 percent and to reinstaté 
a residual death benefit) were held on May 19-21, 1948, before a subs 
committee of the Committee on Labor and Public Welfare of the 
Senate. The Board then submitted preliminary cost estimates whic! 
indicated a cost of 11.16 percent of payroll for the act with the 1% 
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but without the 1948 amendments, and 13.59 percent for the act wit! 
the 1948 amendments. The 11.16 cost figure for the 1946 act was love 
than the 12.63 percent mentioned in the foreword to the third valua 
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lity tion mainly because the 1948 estimates were related to a payroll 
pay- assumption of $4.3 billion as compared with the much lower payroil 
as a assumption of $3.5 billion used in the third valuation. The 1948 
ln #® amendments were enacted into law, even though the estimated cost of 
sing 13.59 percent of payroll was more than 1 percentage point in excess 
of the actual tax rates. At that time, it was felt that future develop- 
W8 HF ents might bring about changes in the valuation assumptions which 
) th will result in somewhat lower calculated costs. 
nm The fourth valuation 
The report on the fourth valuation was prepared at the end of 1949 
—_ and was made available as a separate document as well as an appendix 
‘ected MM to the Board’s 1949 annual report. The analysis of the costs shown 
death in that valuation is shown in table 5 in which the presentation is in the 
imilar form used in table 4. In order to bring out the effect on costs of the 
rey 1948 amendments, table 5 shows the important cost figures for the 
nefits, Railroad Retirement Act as it stood immediately before the 1948 
5 per HE amendments, as well as the costs of the benefit structure as liberalized 
1, and bythe amendments of 1948. The cost for the 1948 act is shown in’item 
imate I Has 12.72 percent of payroll, which is somewhat lower than the 13.59 
mn the alm percent indicated in the preliminary cost estimates made for the hear- 
e new ings. Here again, it should be remembered that the fourth valuation 
1 cost MMM assumed a higher payroll of $4.6 billion as compared with the $4.3 
MS 0" B® billion used in the preliminary cost studies. A comparison of the two 
imina- columns of table 5 shows that according to the fourth valuation the 
ved by HM cost of the 1948 amendments was 2.48 percent of payroll (12.72 minus 
pean 10.24 from item H). The amendments added approximately $1.3 bil- 
ow fa Hon to the unfunded accrued liability, bringing it up to $7.4 billion 
The litem L of table 5). 
nin Efiect of the 1951 amendments 
t tos At the time the 1951 amendments were considered by Congress, the 
_ Mam Board had no other basic data than those developed in the course of 
oan Mag ‘he fourth valuation. It was therefore necessary to retain for pur- 
m, thefm poses of preliminary cost estimates the basic actuarial] assumptions 
hedviefM™ Which were utilized in the last valuation then available. The only 
ae aes change introduced was a higher payroll assumption of $4.9 
fas unON, 
re In the course of the hearings on the 1951 amendments, the Board 
B® wbmitted a number of different cost estimates related to different ver- 
a sions of the proposed amendments. One of the possibilities that was 


then considered was to increase the range of creditable and taxable 
compensation from $300 to $400 a month. Of course, such a change 
would have resulted in a different payroll assumption and in different 
cost figures. For the final version of S. 1347 (H. R. 3669), the pre- 
liminary cost estimates came up with a figure of 14.43 percent. The 
payroll assumption related to a $300 monthly limit was $4.9 billion. 
After the enactment of the 1951 amendments to the Railroad Retire- 
ment Act, Congress adopted a series of amendments to the Social Se- 
curity Act known as the 1952 Social Security Amendments. These 
amendments increased social security benefits without increasing taxes. 
Under the terms of the financial interchange between railroad retire- 
ment and social security, which were incorporated in the 1951 amend- 
ments to the Railroad Retirement Act, these social security amend- 
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ments were bound to decrease the costs of the railroad retirement sy. 
tem. A preliminary adjustment modified the 14.43 percent quoted 
in the 1951 hearings to 14.10 percent, which was the figure quote 
until the completion of the fifth actuarial valuation. 


TABLE 5.—Comparative level tag rates required to finance the 1937 Railrog 
Retirement Act as modified by the 1946 and 1948 amendments,’ fourth triennig 


valuation 
[Based on assumed annual future payroll of $4.6 billion} 


Costs * according t 





Item = 
1946 1948 
amendments amendments 
A. Retirement benefits..............- aati ical liati diene meal cantante 8. 59 
1. Age annuities, pensions, and options. -................----- j 6. 34 7.61 
2. Disability annuities payable before age 65 ‘aid 1.15 aR 
3. Disability annuities payable after age 65 ies a 1. 10 9 
B. Survivor insurance benefits. .....................-.-- Weta Sicluial> Sik 2. 2¢ 
1. Aged widows’ and parents’ annuities -__-- inginee 1. 6 a 
2. Widowed mothers’ annuities 17 
3. Children’s annuities __- * 28 ” 
4. Lump sums rs eee 18 18 
©. Re POPs oo sein de Sintecdesans ste Scchvencundoass | % 
D. Total benefits (A+B+C)__._.... ae 10. 85 * 
E. Funds on hand = a leila tilled | 75 75 
F. Net benefits (D—E) db cidetlainies se tnlalhan 1 
G. Administrative expenses --_......- aegis in Maeliiaal i cnakin eee vents 14 
H. Required level rate (F+GQG).................--.-.-- teil bbbde | 10, 24 12.72 
EPROP ancien a vneredanclben al ica ine de cll 6.19 7.87 
J. Unfunded accrued liability as percent of payroll (F~—1)...........-.... 3.91 4.7% 
K. Value of 1 percent of future payroll ; Saal ubdcevaaetien sof $1, 556 $1, 556 
L. Unfunded accrued liability in dollars (JX K) ; oom kindled eewatl $6, 084 $7, 391 


1 As of Dec, 31, 1947. 
? Expressed as percent of payroll except for dollar values which are shown in millions. 


Source: Railroad Retirement Board. 
Estimates prepared for 1951 hearings 

Adjustment between Railroad Retirement Account and Old-Age 
and Survivor Insurance Trust Fund.—One of the most important 
amendments introduced in 1951 is the financial interchange between 
railroad retirement and social security. Under the terms of this in- 
terchange, the Railroad Retirement Account will be reimbursed with 
the additional benefits which social security would have paid on the 
basis of railroad service had such service been credited under the 
Social Security Act since 1937, while the OASI trust fund will be 
credited with social security taxes on total railroad payrolls (includ: 
ing earnings of individuals who will upon separation from the rail- 
road industry have less than 10 years of service). The two agencies, 
that is, the Railroad Retirement Board and the Social Security Ad- 
ministration, are also required to estimate an initial settlement figure 
as of June 30, 1952, which would put the OAST trust fund in the same 
position as it would have been in had railroad employment been cov- 
ered under the Social Security Act since 1937. While the estimate 
of social security taxes on railroad payrolls does not involve any great 
technical difficulties, the other part of the necessary calculations 
that is, the determination of the additional social security benefits 
based on railroad service—is a very complex problem. The most 
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feasible approach to this problem was to first calculate benefits ac- 
cording to social security formulas on the basis of railroad and social 
security earnings combined and then to deduct from it the estimated 
value of benefits which social security would directly pay to railroad 
employees on the basis of social security earnings alone. These bene- 
fit calculations apply, of course, to cases where the employees and 
their dependents or their survivors will receive benefits under the Rail- 
road Retirement Act. In general, this group consists of railroad em- 
ployees who will have 10 or more years of service. , 

The calculations related to benefit reimbursements from social se- 
curity to railroad retirement involved assumptions not only with re- 
gard to the future pattern of railroad earnings, but also with regard to- 
the extent of wage credits which the same individuals will be earning 
under social-seeurity coverage. The most uncertain and difficult part 
of the calculation was the one dealing with dual old-age benefits which 
the employees may be expected to receive under the Social Security 
Act on the basis of their social-security wages alone. Here, there exists 
the difficulty of insufficient information on which to base proper as- 
sumptions. At the time of the hearings on the 1951 amendments, the 
Board had no data on social-security earnings of railroad employees 
inrecent years. The assumptions then used by the Board were more 
or less in the nature of an educated guess. Mr. Robert J. Myers, the 
chief actuary of the Social Security Administration, took exception 
tothe Board’s assumptions regarding the effect of dual social-security 
lenefits based on wages alone. In his opinion, the incidence of such 
benefits, as well as their amount, could be expected to run considerably 
in excess of what was assumed by the Board’s actuary. Mr. Myers 
also questioned certain other items such as the reductions assumed by 
the Board on account of the social-security work clauses and on ac- 
count of old-age benefits earned by beneficiaries on the basis of their 
own social-security employment. While according to the Board’s 
actuary the effect of the financial interchange with social security 
would be more or less a standoff, the actuary of the Social Security 
Administration expected considerable funds to flow from the Railroad 
Retirement Account to the OASI trust fund. Mr. Myers did not dis- 
pute the assertion that the combined effect of the 10-year service re- 
quirement and the financial interchange would result in savings to the 
railroad retirement system when viewed from the point of view of 
the benefit structure of the 1951 amendments. 

For purposes of the fifth actuarial valuation, a series of studies was 
made on the basis of a small sample with the view of examining the 
extent of social-security employment among railroad workers. The 
nature of these studies as well as the assumptions which were derived 
from them are discussed at some length in chapter 5 of this report. 
According to the fifth valuation, the net effect of the financial inter- 
change which forms a part of the present law is a 0.59 percent of pay- 
roll reduction in total costs of the railroad retirement system. As will 

shown later in this chapter, the reduction in costs resulting from 
both the 10-year service requirement and the reimbursement provision 
sestimated at 2.38 percent of payroll. 


Fifth valuation 


The main calculations for the fifth valuation were completed in 
March 1953. Due to the complexities introduced by the statutory 
interrelationships between railroad retirement and social security, it 
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was necessary to hold a series of meetings between representative 
of the Railroad Retirement Board and Actuarial Advisory Committe: 
Final approval of the fifth valuation by that Advisory Committee wa 
not obtained until about the middle of April 1953. The highlights 
of the fifth valuation are summarized in table 2 at the beginning o 
this chapter. As shown there, the cost of benefits under the 195) 
amendments with the 10-year service requirement kept in mind, byt 
without considering the financial interchanges with social security. 
comes up to 14 percent of payroll. This is after taking credit for tie 
funds on hand on December 31, 1950. The financial interchange 
(construed to mean the difference between benefit reimbursements to 
railroad retirement and tax credits to social security) was estimated 
at 0.59 percent of payroll in favor of railroad retirement (item ( of 
sec. II of table 2). Thus, the net level cost comes to 13.41 percent of 
payroll. It may be desirable to present at this point a breakdown of 
benefit costs (without the effects of the financial interchange but wit) 
a 10-year service requirement) between former and present employees 
on one hand and new entrants on the other. This is done in table 7, 
As an introduction to this table, another summary is presented of the 
present value of benefits with respect to former and present employees 
which is shown in table 6. It will be noted that the latter table also 
contains a statement regarding the funds on hand on December 31, 
1950, on a cash basis. The starting point for table 6 is the aggregate 
present value of benefits with respect to present and former employees 
which is analyzed in table 6. The overall figure is in excess of $17 
billion, out of which $3.6 billion represents the value of future benefits 
with respect to retired and deceased employees (item C plus item D 
of table 6). It will be noted that the liabilities with respect to inactive 
employees shown in item B of table 6 as $500 million is not very large 
when considering the almost 6,000,000 inactive employees estimated to 
be alive and not retired at the end of 1950. The reason for this rela- 
tively small cost for inactive employees is, of course, the fact that most 
of them have very little service and that under the 10-year service re- 
quirement introduced by the 1951 amendments no direct benetits will 
be paid to them by the Railroad Retirement Board. The steps in table 
7 leading to the 14 percent cost figure (cost of railroad retirement 
benefits with the 10-year service requirement but without the effect of 
the financial interchange with social security) are amply spelled out 
in the table itself and do not require further discussion. It might be 
mentioned that the effect of the financial interchange with social 
security as restricted to employees meeting the 10-year service require- 
ment was estimated in the fifth valuation at 1.97 percent of total 
payroll. However, from this saving, there must be deducted a social 
security tax liability with respect to less than 10-year men which was 
estimated at 1.38 percent of total payroll. The difference between the 
two figures is the 0.59 shown as the last item of table 2 of this chapter. 
A more detailed presentation of the breakdown of the savings resulting 
from the 10-year service requirement and the financial interchange 
is shown in table 8 at the end of the chapter which forms a part of the 
general discussion of the effect of the interrelationships between rail- 
road retirement and social security. 

The assumptions on which the cost calculations for the fifth valua- 
tion were based are discussed in detail in chapter 5 of this report. A 
more comprehensive and technical discussion of the fifth valuation 's 
presented in the form of an appendix to this chapter. 
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Taste 6.—Present value of future benefits payable under the Railroad Retire- 
ment Act with respect to former and present employees and funds on hand 








ee, as of Dec. 31, 1950 
ras [Millions of dollars] 
hts A. Benefits with respect to active employees: 
of 1 A Siren < tncesentrecierevinnnce meen $7, 183.7 
5 Be tie ie ors neo 2, 123. 4 
but 5 See ee ee ee 2) 846.8 
4. Survivors insurance benefits___.______ wintntcien | QBS 
ty, $12, 506. 8 
the B. Benefits with respect to inactive employees: 
noe 1. Employees’ annuities________ aia eae iditeoatbegte 400. 0 
to 2, Se We ne 49.7 
: 3. Survivors insurance benefits._._...u0-......__ 50. 4 
ted 500. 1 
of (, Benefits to retired employees and their survivors: 
of DARE Pn lt lic ins eee nein pennaeemme ) Ap Reo 
of ae Sells ERIS a SE ae a 702.1 
aoe DR Uae se i te eu Boe 32.1 
1 k= Saami ise cts 249. 3 
ees 5. Joint and survivor options__._______ ecco, 24.3 
e 7, 6. Prospective survivors insurance benefits__._____ 408. 9 
the ————_ 2, 959. 0 
oe ) Benefits to survivors of deceased employees: 
ri 1. Beneficiaries on the rolls___.....-._......_____ 455. 7 
iso 2. Prospective aged widows’ benefits_...________ 185. 0 
dl, 640. 7 
rate B, Residue), ‘QR PIOG apln e ew iee ccineicnetentones 534. 0 
a F, Total present values: 
oli 1. Retirement benefits to employees__.._________ $12, 007.9 
fits 2; EE a Sh dibs se ccecalh tks 1, 145.8 
1D 3. Survivors insurance benefits__...._____.._...____ 3, 452. 9 
ive oh TAQILIIINILL, UR tess en een fo mes erereig gee 534. 0 
oe 17, 140. 6 
ret ¢. Adjustments : 
| to 1. Allowance for parents’ annuities_______________ 10.9 
ala- 2, Allowance for maximum and minimum provi- 
vost ing a mn. ane 86.8 
; 3. Savings on account of dual benefit restriction_.__.. —236.8 
~ —139.1 
vill 
ble H. Adjusted total present value___________-.________ 17, 001. 5 
ent I, Funds on hand on Dee, 31, 1950, cash basis___________ 2, 369. 0 
t of = : P . 
ut Table 7.—Summary of level cost calculations excluding the savings which result 
" from the financial interchange with OASI 
. de 
rial [Dollar figures in millions] 
. . sess sseseescsssasshssessstssenenenssnmenaes 
ire- 
Retirement | Death bene- 
otal Item benefits ! fits Total 
ial 
was (¢) Present value of benefits with respect to employees who 
entered railroad service before 1951..................___. $13, 004 $3, 998 $17, 002 
the () Funds on hand on Dee. 31, 1950, cash basis_...............|.--.--.......|.-........... $2, 369 
ter Kc) Present value of 1 percent of total future payroils.........|..............|......--2 2 $1, 691.7 
eh () Present value of 1 percent of future payrolls for present 
ing : i ree $542.8 
S ) Present ‘value of 1 Percent of payrolls for new entrants 
nge a a a at ns adh «su nidiaeinreniahgs-nanteduaauwendaace $1, 148.9 
ic. f Kern al fax rate for future entrants... percent... 5.731 1.929 7. 660 
tne f Toul present value of future benefits (a4-exf)...__.- $19, 588 $6, 214 $25, 802 
ail- *) Gross level cost of benefits as a percent of payroll (g+c) 
®) Red percent__ 11. 58 3. 67 15. 25 
) Seduction tn level cost on account of reserve (b+¢e) | o 
Mh ID Ce aati i) iD ecco canealwa-fosaceceaslan "8 
Net level cost as of Dec. 31, 1950 (h—i+J)......-.... a ee | 14.00 
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VI. RELATION OF TAXES TO BENEFITS—WHO PAYS FOR WHAT? 


Under the railroad retirement system there is no definite relationshj 
between the taxes a given class of ee re pays and the benefits jt 
receives. The only overall criterion which applies is that the tax raty 
which is now at its maximum must, together with the funds on hand, 
be sufficient to meet the aggregate benefits as they fall due. Within 
this frameworl: employees retired to date receive relatively more bene- 
fits in comparison with retirement taxes paid than individuals entering 
the railroad industry in the future. This follows not only because 
present employees (and, of course, annuitants on the rolls) are so 
much closer to actual benefit-payment status, but also on account of 
the crediting of their service prior to 1937 on which no taxes were 
paid. Such individuals have also had the benefit of tax rates which 
were as low as 234 percent in 1937 and which did not rise sharply 
until 1947. * 
The effects of crediting prior service 

It might be pointed out further that while funds on hand at the 
present time approximate $3 billion, they are not even sufficient to meet 
the costs of future benefits to retired annuitants and survivor bene- 
ficiaries already on the rolls. Obviously, nothing can be expected in 
terms of future tax collections from this group of individuals. As for 
the taxes which have been paid by retired or deceased employees, it is 
evident that they represent only a small fraction of the aggregate taxes 
collected on the basis of the total covered railroad payroll since the 
inception of the system. Moreover, neither the active employees nor 
the new entrants of the future could possibly have shared in the total 
disbursements which have been made by the Railroad Retirement 
Board to the present time. 

From this there is implied that the funds which will be needed to 
pay for the past service of employees to date must necessarily be ob- 
tained in large part from the total taxes which will be collected with 
respect to new employees. This means, of course, that the total level 
tax rate required to finance the system must be substantially higher 
than that which would otherwise be required to meet the benefits which 
will come from employment of future entrants into the system. So, as 
a general statement, it is clear, considering individual equities alone, 
that annuitants and survivor beneficiaries already awarded benefits 
have had great advantages over future beneficiaries. In the case of 
retired employees the total taxes which were actually paid by them 
represent only a small fraction of the value of the benefits already 
received and in prospect. More benefit value received than taxes col- 
lected will also be obtained by the large majority of presently active 
employees whose benefits will be adjudicated under the Railroad Re- 
tirement Act. It will be the taxes from new entrants of the future 
which will be used in part to supply most of the funds to make up the 
deficit arising with respect to the first two groups. wit? 

Individual equities cannot be the primary consideration in the 
method of financing which has been adopted for the railroad retire: 
ment system. Instead, it is considered desirable to furnish adequate 
benefits for individuals who have spent their working lifetime in the 
railroad industry. It has not been the purpose to assure that each 
particular group carries its own financial weight in the railroad pe” 
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sion program, but rather that benefits should be rovided in relation 
to the number of years spent with the railroads. It is desirable, how- 
ever, in any method of financing, especially one like the railroad re- 
tirement system which is on a compu aT contribution basis, that new 
employees should not carry so much of t e financing load of the pres- 
ent employees or annuitants as to be required to pay, on the basis of 
their own taxes, an amount which is greater than necessary to meet 
the cost of their own benefits. To the extent that the total tax rate 
needed to support the system does not rise above twice the normal 
rate (adequate for new entrants), the situation referred to will be 
avoided. That is because each dollar of employee tax is supplemented 
bya dollar of employer tax. 

“Mr. Murray W. Latimer, former Chairman of the Railroad Retire- 
ment Board, and Mr. Russell R. Reagh, until recently a member of the 
Actuarial Advisory Committee, have taken the position that the danger’ 
point would be reached if the scale of benefits indicated a required level 
tax rate as high as 160 percent of the normal rate. While under such. 
conditions present employees and new entrants as a group would then 
ie paying 80 percent of the normal costs in the aggregate (matched 
by employer taxes), they point out that the very young new entrants, 
that is, those entering in the early twenties, might well be paying at 
that rate for the total cost of the benefits which would arise with 
respect to their own age group (as compared with 80 percent of the 
total cost of benefits to new entrants when considering the average 
age of the whole group.) 
The 10-year provision 

Another consideration to keep in mind in determining who pays for 
what, is the new requirement of 10 years of service for eligibility under 
the Railroad Retirement Act, deniter to the requirement of 40 quarters 
of coverage under the Social Security Act. While it is true that their 
railroad retirement credits will be counted in the determination of their 
benefits under the Social Security Act, nevertheless, the argament goes, 
those persons who leave railroad employment with less ions 10 years 
ervice will have paid at the much higher railroad retirement tax rate 
during employment in the railroad industry. This is another illustra- 
tion of the fact that the very method of financing the railroad retire- 
ment system never contemplated a one-to-one relationship between 
taxes and benefits on an individual basis. The same thing is true, of 
course, under the Social Security Act. 
_ The counterargument has been made that while in the railroad 
industry these less-than-10-year employees possessed valuable rights 
toa wide variety of retirement and survivor benefits contingent upon 
their having rendered 10 years of railroad service at the time of death 
or retirement. Like all insurance, it was impossible to tag initially 
those individuals who would go on to such future benefits and those 
vho would not. The analogy has been drawn to fire insurance, in 
vhich insurance protection is given to all but where the benefit comes 
vith respect to the individual whose house actually burns down. 
_ Regardless of the merits of the two positions, it is emphasized that 
itis the savings which are effected with respect to the less-than-10-year 
employees which go in part toward the payment of the higher benefits 
provided under the 1951 Railroad Retirement Act Amendments to 
‘reer employees. Without this type of saving, as well as the more 
general one involved in charging a total tax with respect to new 
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employees, which is considerably higher than the normal rate, j 
would not be possible to furnish the level of benefits currently pai 
under the railroad retirement system. 


Better percentages for low earnings than for high earnings 

Another approach which once more reflects the fact that the systey 
does not operate on an individual one-to-one relationship between bene. 
fits and taxes can be shown by examining the retirement and surviyoy 
benefit formulas. From the point of view of taxes, no distinction js 
made between the first dollar of compensation and the last; the tax 
rate is flat throughout. On the other hand, both the annuity formulas 
provide a greater weight to the first portion of the average monthly 
compensation than to the succeeding portions. 

For the retirement benefit, the first $50 of average monthly compen- 
sation gets a weight in the benefit formula of 2.76 per year of service, 
This weight is reduced to 2.07 in the range from $50 to $150, and to 
1.38 from $150 to $300. For the survivor benefit formula, on the 
other hand, the first $75 of the average monthly wage is given a 
weight of 0.40, while the remaining $225 of such average monthly 
wage receives a weight of only 0.10 in the determination of the “basic 
amount.” This relates to the regular benefit formula and does not 
take into consideration the regular minimum provisions or the social 
security minimum. How these weights affect the relative value of 
benefits per dollar of taxation is shown in the following table for 
individuals with compensation levels of $50, $100, $150, $200, $250, 
and $300. 


TABLE 8.—Relationships of benefits to wages at different wage levels 


j 
Annuity 





“ Retirement ae fsetor per varied 
Average monthly wage annuit aes $100 of ss : 

' ee factor 7 amount # monthly monthly 

wage wees 

i ea ids sen a bbhclinc Giecbnsiihtnsck ties bachide iliac lalcka ait ail $1. 38 $20. 00 2. 76 A) 
DichéktocchehenaieiihtnadttiondaAbadasten 2. 42 32. 50 2. 42 3.3 
SE cits ctnectambsens<suveluGnkeepn ase cheed 3.45 37. 50 2. 30 | 2.9 
SE ee eS a 4.14 42. 50 2.07 | 2122 
Sa be tcegcaaeccnsendeasatindaevestihasen 4.83 47. 50 | 1.93 1% 
SNE iiiinss inks tng. ans Siheconsanhe 23 5. 52 52. 50 | 1.84 Li 


| 
j 


1 Per year of creditable service. bs sig 
2 Ignores addition of 1 percent for each year after 1936 in which the employee earned $200 or more in rai- 
road compensation or/and social-security wages. 


The fact that low-average earnings employees get higher benefits 
per dollar of contribution because of the “bent” annuity formula and 
special minimum provisions has evoked some criticism by the higher- 
paid groups—especially the so-called operating groups. This pout 
was given considerable weight by Congress during its consideration 
of the 1951 amendments when proposals for large increases 1n sul 
vivor benefits were advanced by tha Hatiay Labor Executives’ Ass0- 


ciation. In this instance, Congress rejected opposition to survivor 
benefit increases but increased them by only 3314 percent with a further 
provision that such benefits would not be smaller than the social 
security level. 

Furthermore, the 15 percent increase in annuities was made on a 
across-the-board basis rather than, as was proposed by the Railway 
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Labor Executives’ Association, to give higher increases to the lower- 
income groups. 

raed these considerations, however, three factors enter in, to 
defend giving better benefits compared to taxes paid to lower-income 
roups. (1) Without special weight and minimum provisions, low- 
income employees would receive such low benefits as to render retire- 
ment protection meaningless. (2) Although higher-income groups 
vet less, proportionately, than do low-income groups, they are still 
guaranteed that they will get back everything they have contributed 
plus an allowance for interest (minus any benefits received) in the 
form of a residual lump-sum payment. (3) For many years to come, 
the crediting of prior service makes all benefits vastly in excess of 
actual contributions anyway. 


VII. DUAL-BENEFIT RESTRICTIONS 


The 1946 amendments eliminated the possibility of benefits under 
both the railroad-retirement and social-security systems for the regular 
survivor-insurance benefits, and the 1951 amendments eliminated, at 
least, partly, the possibility of benefits under both systems on the 
basis of the untaxed service before 1937. Under this last provision, 
an annuity under the Railroad Retirement Act, if based to any extent 
onthe untaxed service before 1937, is reduced, but only if the annuitant 
is, or on application would be, entitled also to a social-security benefit. 
The reduction is by that portion of the annuity which is based on such 
untaxed service or by the amount of the social-security benefit, which- 
ever is less. In no case, however, is the total of the benefits under 
both systems to be less than such total was before the enactment of 
ihis provision. 

Tae 1951 amendments, which enacted this provision against dual 
benefits, also provided increases in benefits and added new benefits, 
but made no provision for increasing the tax rates to meet the added 
cost. In view of this, Congress considered other methods of provid- 
ing funds for this purpose and adopted this provision, rather than a 
social-security-type work clause which appeared to be highly objec- 
tionable to railroad employees. There are about 270,000 retired work- 
erson the Board’s rolls, of which approximately 30,000 are affected by 
the dual-benefits restriction ; the remaining 240,000 benefited from this 
provision because it helped to finance an increase in their benefits. 
In this connection, the Senate Committee on Labor and Public Wel- 
fare (which revised the bill 8S. 1347, later enacted, substantially, as the 
amendments of October 30, 1951) said, as follows: 

* * * section 7 provides against duplication of credit for prior service. The 
amended Social Security Act is so weighted as, in effect, to give credit for service 
before 1937. In view of this, and since employees who now receive credit for 
service before 1937 have not paid any taxes with respect to such service, the spon- 
sors of the bill deemed it appropriate to continue to give credit under the 
Railroad Retirement Act for prior service, but only if the employee does not 
also receive an old-age benefit under the Social Security Act (S. Rept. No. 890, 
2d Cong., Ist sess., p. 24). 

During the hearings in 1952 before this committee, it was stated that 
the average retirement age under the Railroad Retirement Act is now 
about 68. The provision against dual benefits does not make it advan- 
tageous, at least for the present, for railroad employees to retire earlier 
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in order to build up retirement credits under the social-security systey 
Even with the restriction, those retiring at 65, or earlier, would \ 
drawing annuities for 3 or more years longer than the career yj). 
road workers who retire at the average age of 68. This would enabh 
some employees to draw annuities for 3 years or more at the expeng 
of the career employees. There was also testimony to the effect tha 
the savings from this provision would average $11 million a year fo, 
the first 10 years, $15 million a year for the next 10 years, $9 million 
a year for the third 10 years, $3 million a year for the next 10 years 
and steadily decreasing amounts thereafter until savings vanish 
by about the year 2000, when all persons entitled to credit for prior 
service will presumably have died. It was also estimated that the 
resulting savings over this period would come to an aggregate of 
$385 million, without interest, and by the year 2000 would add to the 
Railroad Retirement Account over $1 billion. The savings on a level 
cost basis amount to 0.15 percent of payroll. 

The dual-benefit-restriction provision has the additional virtue that 
it serves to eliminate the excess benefits which would otherwise be 
available to individuals whose split coverage might lead to benefits un. 
der both systems compared with other individuals who make railroad. 
ing their career. Dual benefits are not restricted when prior-service 
credits are not involved, first, since the employee and his employer pay 
taxes under both systems for all service which goes into the crediting 
of the two benefits, and, second, because this problem is not a serious 
one at the present time. 


Vill. THE 10-YEAR PROVISION 


The 1951 amendments imposed for the first time the 10-year service 
requirement for eligibility to the regular retirement and survivor bene- 
fits under the act, while at the same time retaining the residual lump- 
sum guaranty for all employees. It has been noted that the additional 
benefits now provided under the Social Security Act are of no direct 
concern in establishing the required level tax rate for benefits with 
respect to employees who do meet such service requirements. To the 
extent that individuals with less than 10 years of railroad service look 
for their benefits to the social security system rather than to the 
railroad retirement system, substantial savings result in comparison 
with the situation which would have existed without the 10-year serv- 
ice requirement. The additional benefit received by such individuals 
under the Social Security Act by the transfer of their railroad credits 
is paid for, through the financial interchange provisions, at the social 
security tax level, while the Railroad Retirement Account retains the 
excess railroad taxes which such employees and their employers paid 
during the course of their railroad employment. At the same time, 
the Railroad Retirement Account is automatically off the risk with re 
spect to the railroad retirement benefits which would otherwise have 
been payable under the act as amended in 1951, except for the residual 
lump-sum guaranty, a guaranty not given to regular social security 
beneficiaries, which acts as an offset to the higher tax rate paid by 
those transferred from the railroad retirement system to OASI. 

The effect on costs of the transfer and financial interchange 
provisions is significant. The table below shows the savings which 
result in the level tax rate under the benefit and financing prov 
sions as they now exist compared with the level tax rate which would 
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have emerged if there were no 10-year service requirement and if no 
fnancial interchanges with the Old-Age and Survivors Insurance 
Trust Fund had been adopted. Table 9 analyzes conveniently the 
nature of the savings by considering them separately for employees 
with less than 10 years of railroad service and those with 10 or more. 


Taste 9.—Effective savings resulting from transfer and financial interchange 
provisions * 





Percent of payroll 


Item Employees | Employees 
with 10 years | with less than 
or more of 10 years of 
service service 








4. Benefit eliminated . . . ..---+.------<-2---+----~ ~~~ 222-22 - 2 penne - so none enn] eee es . 1.79 
B Soci | security benefits based on combined earnings. ___- -_-- be eit ala Ss biel inci 
C. Soci | security benefits based on wages alone. __-___--...-.. Dandiras mailer 1.81 
D. Net reimbursements from OASI trust fund (B—C)-_.._.............-._.- O66 £696.20. 
BE. Excess of s ei 1 security taxes on railroad payrolls over additional social 

security benefits, 1937-50... ..- » inthe sini tek eh anes shehdnieli .32 .09 
F. Soci 1 security toxes on reilroad payrolls after 1950___.............-.------ | 4.32 1.29 
G. Amounts due OASI trust SED Ll Bie lL absdebidncdhatdiehill 4.64 1.38 
im. Net savings: (Ariss 6 ncst tines ee idaeo beat gidesenpen meee 1.97 41 


1 Based on assumptions of the 5th valuation. 


The net savings resulting from the present provisions come to 1.97 
percent of payroll with respect to employees whose regular benefits 
will be paid under the Railroad Retirement Act and 0.41 percent of 
payroll for the employees with less than 10 years of railroad service 
whose credits are transferred to the social security system. It has 
already been shown that the present benefit and financial interchange 
“scam with social security require a level tax rate of 13.41 percent. 
f the service requirement and financing procedure applicable before 
UP” B® the 1951 amendments had been retained together with the benefit lib- 
nal eralizations introduced with the 1951 legislation, the level tax rate for 
th adequate financing would have risen to 15.79 percent (13.41+1.97+ 
kK  #® 41), an increase in costs of about $120 million a year. 

“. If only the 10-year service requirement had been eliminated, there 
rn would have been an increase in the direct disbursements from the Rail- 
te road Retirement Account equivalent to 1.79 percent of payroll (see 
SoH BB item A of table 8). On the other hand, there would be an offset 
a in increased reimbursements to the Railroad Retirement Account with 
iit respect to the less than 10-year employees equal to the additional ben- 
cial dits Which are now being paid directly to the employee and his survi- 
‘he aes from the Old-Age and Survivors Insurance Trust Fund. The 
‘aid Board’s actuaries indicate that the net additional reimbursement to 
se the Railroad Retirement Account under such conditions would be 
re,  Dproximately 0.55 percent of payroll. Thus, if the present benefit 
a and financial interchange provisions remained but the service re- 
‘ual eement were removed, the indicated required level tax rate for ade- 
rity June benefit financing would rise from 13.41 percent to 14.65 percent 
by oo. (13.41+ 1.79—.55), an increase in costs of about $62 million 
nge The reader who may desire a more technical discussion of the pres- 
io oe financial situation of the railroad retirement system will find it in 
aie the appendix to this chapter. A summary of the basic assumptions 
sald ay entered into the fifth actuarial valuation will be found in chap- 
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DETAILED DESCRIPTION OF PRESENT FINANCIAL SITUATION — 

vidua 

For the congressional hearings which preceded the enactment of the 1951 from 
amendments to the Railroad Retirement Act, the latest series of assumptions and imbu 
basic cost factors which could be used were those prepared for the fourth yalua. road 


tion report. At that time the analysis of the Board’s experience after the fourth ae 0" 
valuation was only in the planning stage. At the present time, the results Mae SY" 


of the fifth actuarial valuation are available. Even though th> valuation was the d 
made as of December 31, 1950, the benefit liberalizations of the 1951 amendments, Im ' “™ 
the general 10-year service requirement, the dual-benefit restriction, and the tion \ 
financial interchange between the railroad retirement and OASI systems have sched 
been taken in consideration. Thus, in effect, the fifth valuation is related to the vivor 
Railrvad Retirement Act as amended in 1951 and 1952. From the point of view Por 
of costs, the most important teatures of the 1951 amendments were the following: which 
1. Annuities and pensions to employees were increased by 15 percent. had t 
2. Annuities to spouses of retired employees were introduced for the first (ld-A 
time. The general requirement is that both the retired employee and his spouse and/¢ 
shall be age 65 or over. railro 
3. Insurance annuities to survivors of deceased employees were increased by secur 
at least one-third. : reimb 
4. A new social security minimum was introduced for all benefits. This mini- to the 
mum guarantees that benefits received under the Railroad Retirement Act can fore b 
be no less than the additional benefits social security would have paid on the are cc 
in suc 


basis of railroad service if such service were covered under the Social Security 7 
Act since 1937. secur! 
5. The minimum prerequisite for any benefit under the Railroad Retirement Fund. 






















Act other than the residual payment is the completion of not less than 10 years Inf 
of service by the employee. This requirement was waived for beneticiaries on requir 
the rolls on October 31, 1951. Most short-service employees will receive regular it mad 
social security credits for the railroad employment, so that their social security Im" "e 
benefits will be calculated on the basis of wages (social security) and com the be 
pensation (railroad) combined. drawa 
6. Certain limitations were imposed on the crediting of nontaxed railroad mm 
service performed before 1937 in cases where the retired employee is also eligi- the da 
ble for an old-age social security benefit. However, beneficiaries on the rolls As wa: 
on October 31, 1951, were guaranteed that the limitation will not be applied by unt 
to reduce their (and their dependents) benefits under both the Railroad Retire By 22° 
ment and Social Security Acts below the amount they (and their dependents) Beca 
were receiving immediately before the 1951 amendments took effect. as well 
7. A procedure for financial interchanzes was established between the Rail for the 
road Retirement Account and the OASI trust fund. The purpose of this inter fay [028% 
change is to put the OASI trust fund in the same position as if railroad employ 1938-4 
ment had been covered under the Social Security Act since 1937. In effect, this rates ( 
ro for partial reinsurance with social security retroactive to January ee 
> ‘. S 
Due to the amendments, the problems involved in the fifth valuation are far fm "e's 
more complicated than those of the earlier valuations. Among the additional Mj "*¥ ° 
complexities involved are (1) spouses’ benefits which were introduced for the Stud 
first time, (2) the added provision which guarantees that the railroad benefits of turn 
together with those which may arise with respect to the same individual's em ~ W 
ployment under the Social Security Act must not be smaller than the social eng 
security benefits based on combined earnings would have been if railroad employ- rly, 
ment were included as social security wages since 1936, and (3) the provision ing oth 
for financial interchanges between the Old-Age and Survivors Insurance Trust An 
Fund and the Railroad Retirement Account in accordance with the principle that ve 
the Old-Age and Survivors Insurance Trust Fund is to be put in the same fina Tt 
cial position as it would have been in had railroad employment been included sata 


within the social security coverage from 1936. 
324 





a ——— 















































RETIREMENT POLICIES AND RAILROAD RETIREMENT SYSTEM 325 


In effect, the fifth valuation is something like three separate valuations in one. 
First, calculations had to be prepared in the ordinary way to measure the cost 
of benefits which will actually be paid out from the Railroad Retirement Ac- 
count. Second, a series of calculations was required to determine the cost of 
theoretical benefits to the individuals and their beneficiaries covered under the 
Railroad Retirement Act, in accordance with the social security formula, on the 
pasis of their combined railroad and social security employment since 1936. A 
third series of calculations then had to be made to determine what retirement 
penefits the Social Security Administration itself will pay out to the same indi- 
viduals on the basis of social-security wages alone. The net difference resulting 
' from the second and third calculations served to measure, in terms of the re- 
951 imbursement from the Old-Age and Survivors Insurance Trust Fund to the Rail- 
= road Retirement Account, the additional benefits the social security system 
Ina- would otherwise have paid directly to the employee, his dependents, and/or his 
= survivors if railroad employment had been included as social security wages in 
= the determination of the benefits under the latter system. Against this credit 
was Tam the Railroad Retirement Account, a relatively simple corresponding calcula- 
= tion was made to determine the taxes in accordance with the social security 
the schedule from 1936 which must be allocated as a credit to the Old-Age and Sur- 
=~ yivors Insurance Trust fund in return for the reimbursements mentioned above. 
the For employees with less than 10 years of railroad service the reimbursements 
— which would otherwise have been allocated to the Railroad Retirement Account 
eas had there been no 10-year service requirement, will be paid directly from the 
(\d-Age and Survivors Insurance Trust Fund to the employee, his dependents, 
and/or his survivors. Since the additional benefits arising on account of such 
railroad service are included in the actual benefit payment made by the social 
security system (because they are considered as wages in the usual sense), no 
reimbursements will flow from the Old-Age and Survivors Insurance Trust Fund 
to the Railroad Retirement Account in such instances. No accounting need there- 
fore be made in the railroad retirement balance sheet as far as reimbursements 
are concerned. On the other hand, the total railroad payroll must be included 
in such balance sheet at the social security tax rates in considering the social 
security tax credits to be assigned to the Old-Age and Survivors Insurance Trust 
Fund. 
In former years, the railroad retirement system did not have a general service 
requirement, and because a benefit accrued regardless of the amount of service, 
itmade relatively little difference exactlv what withdrawal rates were being used 
in the basie calculations which determined the required tax rate for financing 
the benefits under the Railroad Retirement Act. Significantly different with- 
drawal rates were used in the basic calculations for the fourth valuation than 
road those which were being exnerienced durin the war years immediately prior to 
shige the date as of which the fourth valuation was prepared (December 31, 1947). 
rolls As was true in the economy in general, the years in question were characterized 
olied fam °Y een turnover which could not be considered appropriate for long- 
We range estimates. 
om Because it made relatively little difference in the level tax rate it was proper 
as well as practical to ignore the withdrawal rates of the war years as atypical 
Rail eT the fourth valuation and to adopt, instead, a set of withdrawal rate assump- 
nter- tions which corresponded with those derived from actual experience in the years 
138-41. Moreover, at that time it was not considered advisable to lower the 
tates of retirement so as to conform more closely with recent experience. The 
general idea was to accumulate more data for the postwar period. 

A new orientation was necessary in developing these basic cost factors, among 
others, for the fifth valuation. Withdrawal rates are extremely important, in 
view of the 10-year service requirement, in the determination of the level costs. 

Studies made in connection with the fifth valuation showed that the rate 
of turnover in the railroad industry during 1947-48 continued to be much higher 
than what was assumed in the fourth valuation. The Board therefore decided 
to introduce higher rates of withdrawals for the first 10 years since entry. Sim- 
ilarly, studies made with the view of arriving at reasonable assumptions regard- 
ing other basic valuation factors, such as rates of mortality, disability, retire- 
ment, etc, led to the adoption of new assumptions in many areas. An outline 
of the more important changes in assumptions is given below. 

1. The new rates of nondisability retirement are, in the aggregate, about 12.5 
Percent lower than in the fourth valuation, but almost 20 percent higher than 
actual recent experience. 
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2. The new rates of disability retirement on the whole are some 23 Percent 
lower than in the fourth valuation, but about 16 percent higher than actyy 
recent experience. 

3. The new rates of withdrawal for the early years after entry into railrog 
service are substantially higher than in the fourth valuation, but well belo, 
actual recent rates of turnover. 

4. The assumed future annual payroll of $5 billion is higher than the $44 
billion assumed in the fourth valuation. ; 

5. Future salary scales are somewhat higher and more flat. 

6. The number of employees in the 1950 active census was smailer than in 
the 1947 active census (2,007,400 as against 2,385,700). 

7. The fifth valuation assumed a younger age distribution of new entrants 
(average age at entry 27.6 years as against 28.3 years of the fourth valuatiog), 

8. More up-to-date family composition factors have been introduced. 

9. Substantially lower mortality rates were assumed for aged widows. 

10. Lower mortality rates were assumed for deferred disability annuities op 
the rolls. 

On balance, the modifications introduced for the fifth valuation tend to reduce 
costs. How much this difference actually is has not been determined with any 
degree of accuracy. 


1. Tag rates, tax base, interest 


The 1951 benefit liberalizations were not accompanied by any changes in the 
tax rate schedule. Such taxes are shared equally by employees and employers, 
each paying at the rate of 6 percent of the employee’s compensation up to $3 
in a calendar month for the year 1951. Thus the total monthly tax for an jn 
dividual earning $200 in a month in that year was $24; the employer and em- 
ployee tax for an individual earning $300 or more in the month came to $%, 
In calendar year 1952 the employee and employer were taxed at a rate of 64 
percent each. Thus, the total tax with respect to the employee earning $200 has 
risen from $24 to $25; the combined tax for the employee with monthly earnings 
of $300 or more was correspond n ‘ly increased from $36 in 1951 to $37.50 in 1952, 
Since the tax rate has reached its maximum in 1952, the tax collections in future 
years will remain the same except, of course, for variations in the amounts of 
taxable earnings. In accordance with the recent changes introduced by the 
Bureau of Internal Revenne, the empleyer is now making tax deposits ona 
monthly basis. The funds are collected by the Bureau of Internal Revenue 
and transferred shortly thereafter to the Railroad Retirement Account. 

Tax collections at the present time are in excess of benefit disbursements. The 
excess is invested periodically in special Treasury issues bearing 3 percent 
interest. It is this excess of tax collections together with interest which bas 
been accumulating in the Railroad Retirement Account. At present the cash 
balance in the account is close to $3 billion. This includes among other things 
the military service funds which have been appropriated by Congress in earlier 
years. 


2. Analysis of level costs 


(a) By type of benefit—A detailed description of the derivation of the re 
quired level tax rate to meet adequately the cost of the 1951 amendments 43 
calculated in the fifth valuation will now be presented. Reference should there 
fore be made to table 2 of this chapter. Under section I-A of the table the calr 
lations show that the costs of future benefits to the retired employee and his 
spouse would require a tax on future payrolls of 11.58 percent. (Th's figure 
relates only to gross costs without any consideration of the funds already acct 
mulated to date. However, an overall allowance for funds on hand has heen con 
sidered separately in item I-E of the table—after the determination of the gros 
level tax rate which would be needed otherwise for the different benefits pro- 
vided under the act.) Since the calculations assume that the future annual 
railroad payrolls, while varying from year to year, will effectively average out 
to $5 billion, the retirement benefit costs of the 1951 amendments would require 
an average annual outlay of $579 million ($50 million times 11.58) hereafter for 
adequate financing. The effects of the overall social-security minimum provision 
as well as the reduction on account of the dual-benefit restriction have beet 
taken into account in these figures. 

Section I-B of this table relates to the survivor insurance benefits in cases in 
which the Railroad Retirement Board is the adjudicating agency. The types of 
benefit included are the monthly benefits payable to widowed mothers, children® 
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annuities, aged widows’ and parents’ annuities, and insurance lump sums. The 
remular survivor insurance benefits provided for in section I-B would require 
a future tax of 3.00 percent. With a $5 billion future payroll, an average annual 
outlay of $150 million ($50 million times 3.00) is indicated as necessary here- 
after to haudle this survivor benefit load. 

provision must still be made for the residual lump-sum benefit. It should be 
noted further that section I-C of table 2 is the only place in which benefits with 
respect to individuals with less than 10 years of railroad employment need be 
copsidered. The benefits otherwise provided to these individuals under the Social 
security Act are of ne concern in these benefit calculations, except for determin- 
ing the amount of the net residual lump sum which is payable with respect to 
railroad compensation. This provision of the Railroad Retirement Act applies 
in all cases of railroad employment after 1936 because of the overall guaranty 
that in no instance will beneiits paid out under both systems be less than the 
total of taxes paid by the employee himself during his railroad coverage. 

As shown by section I-C, the cost of the residual lump-sum payments is esti- 
mated at 0.67 percent of payroll. This provision would thus require an average 
gnnual outlay of about $34 million ($50 million times 0.67). When such pay- 
ments by the Board are considered together with the regular retirement and 
survivor insurance benefits otherwise paid under sections A and B, a figure of 
15.25 percent is reached as the cost of the total benefit structure (11.58 plus 3.00 
plus 0.67). A total average annual outlay of $762 million is shown as necessary 
to meet the costs of these benefits ($50 million times 15.25). 


ants 
OD), 


ve 
0 These figures represent the gross cost of benefits without regard to the $2,369 
n in- nillion reserve balance on hand on December 31, 1950. Item I-E of table 2 


takes such funds into account. 

It was then necessary to translate the reserve of $2,369 million into a percent 
of payroll similar to that for the benefits. In effect, what was done was to ob- 
tain the present worth of an annual outlay of $50 million (1 percent of the level 
equivalent annual future payroll of $5.0 billion) into perpetuity and then to com- 
pare the resultant figure with the $2,369 million reserve which has been allocated 
for the payment of benefits. The present worth of 1 percent of future payrolls 
comes to $1,691,700,000. Dividing $2,369 million by $1,691,700,000 gives 1.40, as 
shown in item I-E of table 2. 

In deriving the figure for the present worth of 1 percent of future payrolls, the 
assumption is made that the annual tax collections can be taken at the middle of 
Exactly the same result would be obtained if the payroll figures were 
The translated to the end of the year in the calculations. This can be accomplished 
reent in determining present values by providing for a half year’s interest. The 


niddle of a calendar year, or else the present worth of annual payments of 
$50,750,000 where it is understood that the annual payments are made at the 
end of a calendar year. The interest that can be obtained at 3 percent for a 


The translation of the reserve into a percent of payroll under either of the 
alternative methods described above is effected in precisely the same way as that 
involved in modifying the annual interest charge on the unfunded accrued lia- 
bility into a percent of payroll. However, the funds on hand represent a posi- 
tive asset in contrast with the unfunded accrued liability which is a negative 
element in this actuarial balance sheet. This explains why item I-E in table 2 
issubtracted from the sum of items A, B, and C (as compared with an unfunded 


benefits, exclusive of the operating costs. 

It is estimated that administrative expenses in the long run will average 
shout $7.5 million annually. Such expenses are distributed more or less uni- 
ly over the year and for actuarial purposes can be assumed to occur as of 
middle of the year. In order to express them as a percent of payroll, it is 
Ty only to compare the $7.5 million with the $50 million which represents 
1 percent of the annual payroll. Dividing $7.5 million by $50 million gives 0.15 
%s shown in item I-D of table 2. This percentage can then be used in the level 
tax rate in the same way as each of the previous items. 
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An overall level tax rate of 14.00 percent is obtained by adding items A, p. ¢ 
and D of section I and subtracting item E, the reduction on account of funds 
on hand. In dollars, this would mean that an average net annual outlay of $700 
million ($50 million X 14,00) is necessary to meet benefit payments and admip. 
istrative expenses. These figures do not take into account the financial inter 
change arrangements with the social security system which were introduced }y 
the 1951 amendments. They do allow, however, for the reduction in benefit costs 
resulting from the 10-year service requirement and from the dual-benefit restric. 
tion. Just how the financial interchange arrangements with the social security 
system changes the analysis will be taken up subsequently. First, it is of interest 
to develop the figures just derived in accordance with the “normal rate’-"yp. 
funded accrued liability” approach. 

(b) By normal rate-unfunded accrued liability approach.—Without the compli- 
eations arising from the financial interchange with social security, the deterni- 
nation of the unfunded accrued liability as of the date of the fifth valuation 
would have been a simple matter. The development would have been essentially 
the same as in the previous four valuations of the railroad retirement syste, 
However, the financial interchange with the OASI trust fund is a reality and 
eannot be overlooked. In general terms, it may be said that as a result of that 
financial interchange a substantial portion of the unfunded accrued liability 
which would otherwise exist, is shifted to the social security system. : 

One approach to the problem of splitting up the unfunded accrued liability 
between railroad retirement and social security has been developed in the re- 
port on the fifth valuation. The discussion which follows proceeds along the 
lines of that report. 

In table A—1, the level required rate is determined by taking the financial inter- 
change provision into direct account in the calculations, The analysis proceeds 
in accordance with the normal rate-unfunded accrued liability approach. The 
treatment is somewhat more complicated than shown in the fourth valuation re- 
port to the extent that the normal cost and the unfunded accrued liability are 
each split into two parts in recognition of the fact that a portion of the benefits 
under the railroad retirement system are in effect reinsured with the OASI trust 
fund. ; 


TasLe A-1.—Level cost calculations showing effect on costs of financial 
interchange with OASI 


{Dollar figures in millions] 


Item Cost 





(a) Present value of railroad retirement benefits with respect to employees who entered 


service before 1951 acai a A ae eee Eas $17,002 
(6) Funds on hand on Dec 31, 1950, cash basis... _-.........-...- : ; $2, 369 
(c) Present value of reimbursements from OASI for imputed additional social security 
benefits by recognizing compensation as ‘‘wages’’ (for railroad entrants before 1951) $8, (84 
(d) Funds on hand which represent credits to OASI (as of Dec. 31, 1950)______- ran $700 
(ce) Net railroad retirement benefit li.bility transferred to OASI (e—d) _ -__- $7 3M 
) Remaining railroad retirement benefit liability not covered by funds on hand (a—b—e) | $7, 49 
) Normal tax rate for railroad retirement benefits to new entrants. ....... . percent 7. 660 
) Portion of normal rate which is equivalent to normal reimbursement credit from OASI 
for imputed additional social security benefits by recognizing compensation as 
“‘wages”’ (for railroad entrants after 1950). -__ _- S Jats percent 2. 706 
(i) Net normal rate for railroad retirement benefits which are not reimbursable (g—h) do 4.96 
(j) Present value of 1 percent of future railroad payrolls for present employees... $i42.8 
(k) Present value of 1 percent of total future payrolls iM $1, 691 
(2) Present value of future taxes from present employees at rate equivalent to normal | 
rei‘nbursement credit from OASI (hXj)..-.--....------.+-----+--.-+--------+-- $1, 469 
(m) Portion of unfunded accrued liability which is shifted to OASI (e—J) , $5, 9 
(n) Theoretical additional social security tax on all employees on account of the portion of | <me 
the unfunded accrued liability shown in item m (m+hk).........--.--------. percent | 3, 1% 
(o) Actual additional tax obtained by OAST (5,610—2.706) ...............--- do 2. 
(p) as -— of future taxes from present employees at net normal (nonreimbursable) 2.089 
rate (ixj gt ‘ » : -" 
(q) Portion of unfunded accrued liability for nonreimbursable benefits (f—>p) - $4, oA 
(r) Additional tax on all employees on account of such unfunded accrued liability (¢+*) oie 
percent am 
(s) Administrative expenses A GAs eae ee See bs 
(t) Net level cost as of Dee. 31, 1950 (h+-i+-0+r+s)__._..........-.-.-..------------- do 13.41 











Table A-1 shows that of the $17,002 million liability with respect to future 
benefits to employees prior to the valuation date, $8,084 million is taken over by 
the OASI trust fund (item c). After deducting the $700 million shown in item 
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das outstanding to the credit of the OASI trust fund, the net railroad retirement 
penefit liability transferred to OASI becomes $7,384 million; the remaining 
railroad retirement benefit liability not covered by net funds on hand becomes 
$7,249 million. It should be noted that the sum of these latter two items— 
$14,683 million—is the excess of item a over item b of the table ($17,002 million 
minus $2,369 million ). 

As a result of the financial interchange relationships, the OASI trust fund 
fnances (in reimbursements to the Railroad Retirement Account) 2.706 percent 
of the normal cost of railroad retirement benefits. This is, of course, in addition 
to the cost of crediting railroad compensation as “wages” in the benefit amounts 
directly paid to beneficiaries who are transferred to the social security system 
hy virtue of having less than 10 years of railroad service, or lack of a current 
sonnection in the case of survivor benefits. The figure of 2.706 quoted for reim- 
bursements is shown in item hk. When this normal rate for reimbursements is 
applied against 1 percent of the future payroll of active employees ($542.8 mil- 
lion) and the result is subtracted from the net railroad retirement benefit 
ability transferred to OASI—$7,384 million—there is obtained the portion of 
the unfunded accrued liability which is shifted to the OASI trust fund ($5,915 
million). As indicated by item n, the theoretical additional tax which would 
have been required to service this liability—over and above the “normal reim- 
hursement rate” of 2.706 percent—would come to 3.496 percent. Thus, an effec- 
tive level tax rate of 6.202 percent would otherwise have been required on future 
railroad payrolls to meet the cost of railroad benefits which are reimbursed from 
the OASI trust fund (2.706 + 3.496). The actual taxes according to the existing 
weial security schedule which are called for by the financial interchange provi- 
sion of the act are equivalent to 5.61 percent. (See item II—B-2 of table 2 of 
this chapter). A net credit of 0.59 percent of payroll thus results to the Rail- 
rad Retirement Account with respect to that portion of the railroad retirement 
beneflits which are in effect reimbursed with the social security system. 

Consider now those railroad retirement benefit liabilities which are in excess of 
the amounts reimbursable from the OASI trust fund. The net normal cost for 
the nonréimbursable benefits comes to 4.954 percent (7.660 minus 2.706). When 
this rate is applied against 1 percent of future payrolls of active employees and 
then subtracted from $7,249 million (the remaining nonreimbursable railroad 
retirement benefit liability not covered by funds on hand as shown in item /), we 
obtain the remaining unfunded accrued liability which must be handled directly 
by the Railroad Retirement Account ($4,560 million). This portion of the un- 
funded accrued liability which must be serviced by the Railroad Retirement 
Account tovether with that portion which is transferred to the OASIT trust fund 
($5,915 million) add up, of course, to $10,475 million (the unfunded accrued 
liability which would otherwise have been developed on the basis of the normal 
rate of 7.660, exclusive of the financial interchange with OASI). The additional 
tax on all employees to service the portion of the unfunded accrued liability 
directly retained by the Railroad Retirement Account ($4,560 million) is shown 
as 2,696 percent in item r. 

To sum up, the future tax rate utilized to finance the reimbursable portion of 
railroad retirement benefits comes to 5.61 percent in accordance with the finan- 
cial interchange relationships rather than the 6.202 percent which would other- 
wise be required (2.706+3.496). The portion of the railroad retirement benefits 
which is not reimbursable would require a tax of 7.65 percent (4.954+2.696). 
A provision of 0.15 percent must then be made for administrative expenses. The 
tax rate required for adequacy after taking the financial interchange relation- 
ships into account thus comes to 13.41 percent (5.61+7.65+0.15). 

(¢) Financial interchange with social security.—It has already been pointed 
out that the 1951 amendments for the first time introduced a service requirement, 
based on at least 120. ealendar months of railroad employment, for either re- 





: = tirenient or survivor benefits under the Railroad Retirement Act. For individuals 
3 with less than 10 years’ service, provision was made for the crediting of such 
2, HH9 railroad service (after 1936) under the Social Security Act. There was still 
a retained as a further qualification for survivor benefits the provision that a 
2. 4 eurrent connection had to exist with the railroad industry at the time of the 
rm > employee's death before the survivors could look to the railroad retirement 
. system for their benefits. In cases without 4 current connection the survivor 

benefits are paid by social security, but full credit is given for railroad service. 
ture The Railroad Retirement Board may still be called upon to pay a residual benefit. 
> by ‘here was a logical extension of the provision made in the 1946 amendments 
tem which combined railroad employment and social security wages in the deter- 





330 RETIREMENT POLICIES AND RAILROAD RETIREMENT SYSTEM 


mination of a survivor benefit regardless of whether the Railroad Re 
Board or the Social Security Administration became the adjudicating agency 
The introduction of the 10-year service requirement for eligibility to an employee 
retirement annuity was a step which had many precedents in the pension field 
It took into account a realistic situation in which literally millions of individyy, 
would otherwise have been eligible for trifling retirement benefits on the basis 
of casual employment in the railroad industry. While the eligibility for 4 
retirement benefit has now been removed from this group, a complete Joss a 
such service credits is avoided, as for survivor benefits, by considering gy¢) 
employment as if the individual had initially been included within socia| security 
coverage. Then, in further recognition of the fact that taxes under the railroad 


tirement 


retirement system are and will remain above those provided for under the 
Social Security Act, the Congress has retained the residual lump-sum guaranty 
that in no instance would benefits on the basis of an individual’s railroad ey. 


ployment be less than the taxes which he himself had paid under the Railroad 
Retirement Act after 1936. 

An equally important provision which has now been introduced is to permit the 
railroad retirement system to share in equal measure the benefits and savings 
available to all other groups now directly included within the old-age and gur. 
vivors insurance system. This has been accomplished, as noted previously, by 
the provision of the 1951 amendments which sets up the principle that the Old-Age 
and Survivors Insurance Trust Fund is to be put in exactly the same financia] 
position that would have existed if railroad compensation were included within 
the definition of social security wages. The consequence of this provision has 
been exactly the same from the point of view of the Old-Age and Survivors Insur- 
ance Trust Fund as would be the case if no distinction was made between railroad 
compensation and social security wages for benefit credits under the social ge- 
curity system. By the same token, social security taxes on railroad employment 
will be earmarked to the Old-Age and Survivors Insurance Trust Fund. Each 
$100 of an employee’s compensation in 1952 will yield $3 of taxes to the Old-Age 
and Survivors Insurance Trust Fund, regardless of whether he performs al! his 
service in social security coverage or in railroad coverage. Nor would it be differ- 
ent if one-half a man’s employment after 1936 was in the railroad industry and the 
other one-half in a job covered under the Social Security Act. Similarly, when 
the total social security tax rises to 4 percent in 1954, the Old-Age and Survivors 
Insurance Trust Fund will be credited by the Railroad Retirement Board with 
the same tax income ($4 per $100 of covered payroll, according to social security 
definitions) as it will receive from any other employer and employee ordinarily 
covered under the Social Security Act. The financial interchange provision will 
continue to operate in this fashion indefinitely. 

The provision operates also for railroad employment rendered prior to the 
enactment of the 1951 amendments. It will be recalled that previously there 
was no coordination between the financing and benefit arrangements of the Old- 
Age and Survivors Insurance Trust Fund and the Railroad Retirement Account 
except for a provision of the 1946 amendments to the effect that the Railroad Re 
tirement Board and the Social Security Administration were to examine their ex- 
perience in connection with the payment of survivor benefits, and were then to 
report to Congress an appropriate method for proper allocation of the resulting 
disbursements between the two trust funds. 

The consequence of the new criterion was to change radically the relationship 
between the two trust accounts from that which previously existed. It entailed 
a study by the two agencies leading to a determination of the additional taxes 
which would have been paid to the Old-Age and Survivors Insurance Trust Fund 
since 1936 if railroad employment were included, A corresponding investigation 
was also necessary to determine the additional social security benefits which 
would have been paid out of the Old-Age and Survivors Insurance Trust Fund if 
railroad employment had been included as social security employment. Of course, 
both investigations will necessarily have to take into account the rate of interest 
at which excess tax collections were invested in the period. As compared with 
the railroad retirement system, where funds have earned 3 percent uniformly, 
the Old-Age and Survivors Insurance Trust Fund has received the ayerage inter- 
est rate on all interest-bearing Government obligations. 

On the benefit side, the financial interchange and transfer provision con 
templates direct payments from the Old-Age and Survivors Insurance Trust Fund 
to the employee with less than 10 years of service (or his survivors). Where 
such service is greater than 10 years in connection with retirement benefits and, 
in addition, involves a current connection with the railroad industry at the 
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individual's death, all payments from the Old-Age and Survivors Insurance Trust 
Fund are made directly to the Railroad Retirement Account. In such cases, it 

akes no financial difference to the Old-Age and Survivors Insurance Trust Fund 
at the railroad retirement system itself pays an entirely different set of 
benefits with respect to individuals who become eligible for them under the 
Railroad Retirement Act. The Old-Age and Survivors Insurance Trust Fund 
we out no more and no less than it would if railroad employment were covered 
under the Social Security Act. : 

If, instead, an individual has rendered less than 10 years of service to the 
railroad industry, the Social Security Administration pays out all benefits, except 
the residual lump sum, This situation is no different from the ordinary one 
coming Within the provisions of the Social Security Act. In consequence, no 
reimbursements are required to be paid to the Railroad Retirement Account. On 
the other hand, if an individual had rendered at least 10 years of railroad 
eervice at the time he retired but did not have a current connection with the 
railroad industry at the time he died, social security reimbursements would be 
made to the Railroad Retirement Account, while retirement benefits were paid 
under the Retirement Act, but there would be none after his death since benefit 
payments would be made directly from the Old-Age and Survivors Insurance 
"rust Fund to his survivors after his death. 

In the illustrations given above in which the Railroad Retirement Board pays 
retirement benefits (including the spouse’s benefit), the assumption has been 
made that no social security benefit was being paid, in addition, to the employee 
based on wages alone. In cases where such dual benefit is actually being paid out 
of the Old-Age and Survivors Insurance Trust Fund, the reimbursements would 
only amount to the difference between the social security level of benefits, which 
would have been payable on the basis of wages and compensation, and the social 
security benefit already being paid on the basis of wages alone. It should be 
noted, of course, that the situation involving two concurrent benefits only exists 
for retirement benefits; for survivor benefits, there can only be one agency— 
either the Social Security Administration or the Railroad Retirement Board— 
which pays the benefit with respect to the deceased employee’s earnings. There- 
fore, the various relationships existing in the financial interchange provisions 
for the two trust funds produce identical financial results for the Old-Age and 
Survivors Insurance Trust Fund to those which would exist if railroad employ- 
ment were covered under the Social Security Act. 

Just how these financial interchange arrangements affect the cost picture as 
developed in the fifth valuation is analyzed in table A-2. There are developed 
in section I of that table the charges, in terms of level cost, that would theoreti- 
cally have to be made against the OASI trust fund on account of gross social 
security benefits which combine compensation and wages (8.42 percent) and in 
section Il, the offsetting credits to that fund in cases where it is already paying 
old-age benefits on the basis of wages alone to individuals receiving annuities 
under the Railroad Retirement Act (1.81 percent). A net charge against the 
OASI trust fund equivalent to 5.61 percent of the total future railroad payroll 
results. In return, the amounts due the OASI trust fund on account of the esti- 
mated $700 million settlement as of December 31, 1950, as well as from social 
security taxes after 1950, aggregate to an equivalent level rate of 6.02 percent 
(see see. IIT). The net effect of the financial interchanges between the two trust 
funds, when considering all employees—former, present, and future—is, in terms 
of a favorable balance to the Railroad Retirement Account, equivalent to 0.59 
percent of the total taxable railroad payroll. 
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Tas_e A-2.—Cost figures which served as a basis for calculating the net effect of 
financial interchanges with the OASI trust fund : 


Item Total ley 


I. Credits from OASI for benefits based on compensation and wages: 
A. Employee retirement benefits. ._..........-...---- ) 


1. Employees withdrawing before age 65 


2. Employees retiring at ages 65 or over. _____.- 
3. Employees retiring on account of disability 


B. Spouses’ annuities 
C. Survivor insurance benefits. ..........--- 


1. Aged widows’ annuities ‘ ‘ ‘ ; 1% 
2. Widowed mothers’ annuities ‘ e “ae 
3. Children’s annuities__- : ‘ ‘uM 
4. Parents’ annuities. ........- laaeeweed ta ; 7 rr) 
5. Lump sums....._.-- 4 


D. Total (A+B+C) ; aie . & 42 


II. Offsets on account of social security benefits based on wages alone 
A. Employee retirement benefits pledhe ise hia d 


1. Withdrawals before age 65 di 7 
2. Retirements at ages 65 or over... -....--- q hia ol 
8. Disability retirements ‘ 1 


B. Spouses’ annuities E 5 fie be ee ; n 
C. Total (A+B)._..- 5 nicl. oneal denahi ons alideam neal ‘ . 1.81 


III. Other amounts due OASIT trust fund: 
A. Settlement.as.of Dee. 31,1950... ..--.---.---------- fl 
B. Social security taxes on railroad payrolls after 1950. __ _- 5.61 


C, Total. _-. Wide dade ciegehtsuesuddddanckteeves . 6.02 


IV. Net effect on railroad retirement system (I—II—III) .._.....------------ 


As stated elsewhere in this report, there was in 1951 some disagreement be 
tween the actuaries of the Railroad Retirement Board and the Social Security 
Administration. The initial estimates of both actuaries were later somewhat 
modified as a result of the 1952 amendments to the Social Security Act which 
increased benefits but did not increase taxes. The effect of these amendiwents 
was, of course, to increase the benefit reimbursements to the railroad retirement 
system without increasing the expected tax credits to the social security system, 
But the essential part of the disagreement still remained. While the actuary 
of the Railroad Retirement Board was of the opinion that the net effect of 
the financial interchange will be a financial gain to the railroad retirement sys- 
tem even when the elimination of direct benefits to less-than-10-year men is not 
considered, the actuary of the Social Security Administration thought that 
funds may be expected to flow from railroad retirement to social security in- 
stead of the other way around. It should be noted, however, that the different 
views expressed did not go into the question of what the financial interchange 
combined with the 10-year service requirement means to the railroad retire- 
ment system. On this score, both actuaries agreed that the two features consid- 
ered in conjunction resulted in a reduction in costs which would have otherwise 
been applicable to the benefits provided in the 1951 amendments to the Railroad 
Retirement Act. : 

The fifth valuation went into this problem even though this is an issue which 
is to some extent independent of cost estimates for the law as it now stands. 
As a subsidiary item of interest, the fifth valuation also examined the effect of 
the financial interchange on members of the railroad retirement system who 
meet the general 10-year service requirement. Table A-3 is devoted to these two 
questions which may be formulated as follows: (1) what is the effect of direct 
reimbursements with respect to employees who will receive their benefits from 
the Railroad Retirement Board (generally, employees with 10 or more years of 
service) ; and (2) by how much were the costs of benefits provided under the 
1951 amendments reduced as a result of introducing a 10-year service segue 
ment in conjunction with the financial interchange between the two systems: 
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Tass A 3—Analysis of financial interchange with OASI and reduction in 























; 4 . 
’ costs due to the combined effect of the interchange and the 10-year service 
i requirement 
[All cost figures are related to an assumed total annual taxable payroll of $5 billion] 
— - ee rea 
4 | 4 
| Item ae el 
(4 ao at ian aaliaeeliaailal Las nt ae oe 
x |. Effect of financial interchange with respect to employees separating with 10 or more years 
% of service: | 
70 we Cost of social security benefits based on combined railroad and social security | Percent 
: CIN 1s. c tuttearhaenesnseeseeescucs Roucétvssadavecassnge . --| 8.42 
SM wo 
1. Old-age insurance benefits to employees---...............-....-.-.- oes, 5.04 
| 2. Spouses’ insurance benefits -- Ors eneqwenqus tatasieeneiamECsmmmetel | 4 
- 3. Aged widows’ insurance benefits__................... ne MS ee coerel 1.09 
% 4, Other surviver imamrames benefits... . . .. .. 2. seen nen censcnee oi . 64 
au B. Portion of (A) paid directly by social security on the basis of social security wages ir 
02 AEE <a |, Gs 2 ekg AS ta ES AREAS EE peaeaneegeely 1.81 
3 le 
1. Old-age insurance benfits to employees- - -_--- ‘slices soit capitate lame ode 1. 54 
42 ee I nn rc oessencnomntoinhssceenehess .27 
C, Net benefit credits to Railroad Retirement Account (A—B)............-- bi i 6.61 
i) srs 
- D. Taxes due OASI (at social security rates). .................--.-------.--- 4. 64 
x 1, Portion of settlement as of Dec. 31, 1950. ..............-..-.-.-.--.-.------ 32 
+13 D  Diee Ok WATT CRE RUIOD OTUNE TON 5 orice cece ceewcctncnsessonshdael | 4.32 
a E. Net effect of financial interchange in favor of the Railroad Retirement Account ae 
eras cedcamss abbabanecespacsegiaceasetincanenqihtbhleiht vbilectibehtaaindgds 1.97 
1,41 = es 
II. Taxes due OASI (at social security rates) with respect to employees separating with less | 
" Cham 10 ORI aa ie nc oes cme ec din eesnde deuded ub dbedene- | 1.38 
5.61 2, DOC OF eens OO ROE. 0, FR... neatnecmaubhdrernascnnhastns 09 
—_ B, Taxes on railroad earnings after 1950_......_- wide pad eleptarienteae stecisa Whinsnade } 1.29 
6.02 ———— 
< Il, Reduction in costs due to the combined effect of the overall financial interchange and the | 
od 10-year service requirement: | 
A. Cost of Railroad Retirement Act benefits without regard to financial interchange 
but with 10-year service requirement (item I-F of table 45)_______- ee ; 14.00 
be- B, Estimated cost of benefits which would have been payable under the Railroad 
rity Retirement Act to employees separating with less than 10 years of service had 
bat Chere RE SP SOC e TODS Sn oi ein chic c nen Ss ceemmbndesdcecc decease 1.79 
rich C, Total cost of present Railroad Retirement Act benefits without regard to financial 
interchange and without a 10-year service requirement (A+B)__..........-.---| 15. 7% 
pnts 
D, Cost of benefits under Railroad Retirement Act as actually amended in 1951 | 
rent Se MOOI aa wei send ANN Shes tacts Upland Sik ao 5 egw geben dua ige sou nade ae 13. 41 
fem, = 
lary a ee IN On GE FO DD cs kn se sage vgs doce bide towbaencccsw oad | 2.38 
t of ————— — —— a — 
Sys- Section I of table A~3 deals with reimbursements from and to the OASI trust 
not fund on account of more than 10-year men, including certain groups of individ- 
that uals on the rolls whose benefits are based on less than 10 years of service. For 
in convenience and comparability with cost figures quoted elsewhere, the figures: 
rent in section I of table A-3 are expressed in terms of a percentage of total future 
Ang railroad payrolls even though, theoretically, the ratios might have been expressed 
tire- in terms of future payrolls of men who, upon separation, have 10 or more 
\sid- years of service. In terms of percent of total payrolls, the equivalents of bene- 
wise fit reimbursements of necessity become the same as shown in table A-2. It was 
road considered worthwhile, however, to repeat them in table A-3 in order not to 
break up the continuity of the discussion by references to a table devoted to 
hich another aspect of the problem. 
inds, Subsection I-A of table A-3 repeats the cost of social-security benefits based on 
et of wubined railroad and social-security earnings. The total for all types of bene- 
who fits is shown as 8.42 percent. Since old-age benefits paid to the sa..e employees 
two by the basis of social-security wages alone are estimated to be equivalent to 
irect 41 percent of the total future railroad payroll (sec. I-B of table A-3), the net 
from reimbursements to the Railroad Retirement Account on account of benefits comes 
rs of to 6.61 percent. This figure is shown in section I-C. The covresponding tiadili- 
r the = consist of two parts: (A) The future taxes at social-security rates on pay- 
uire oa of more than 10-year men estimated at 4.32 percent, an | (LB) the portion 
1s? of the settlement as of December 31, 1950, which is attributable to the more than 


weer men and which is estimated at 0.32 percent. Thus, the effect of mone- 
‘ty reimbursements on account of employees who, upon separation, will have 
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10 or more years of service comes to 1.97 percent of the total future payrolls, 
The figures referred to immediately above are shown in sections I-D anq I 
of the table. " 

Section II of table A-3 develops the additional liabilities which will acor 
with respect to employees who upon separation will have less than 10 years “ 
service. The total tax liability of 1.38 percent is broken down into 2 parts: 
(A) 0.09 constituting the portion of the settlement as of December 31, 1950. a+ 
tributable to less than 10-year men, and (B) 1.29 percent on account of ‘aie, 
security taxes with respect to future earnings of those men. Since benefits 
to employees with less than 10 years of railroad service will be paid directly to 
them by social security, there is, of course, no expectation of benefit reliaburse 
ments from the OASI trust fund to the Railroad Retirement Account. 

Section III of table A-3 goes into the question of the combined effect of the 
10-year service requirement and the financial interchange. Had neither of the 
two provisions been incorporated into the 1951 amendments, but the benefit 
structure remained as then enacted, the cost of benefits would have come 
to 15.79 percent of payroll. That figure includes an estimated 1.79 percent = 
benefits which would have been payable to less than 10-year men, including their 
dependents and survivors. When this additional 1.79 is added to the 14 per: 
cent which is the cost of benefits with the 10-year service requirement pyt 
without the financial interchange as finally enacted, the figure of 15,79 per- 
cent previously referred to emerges. By comparison, the cost for the act as it 
now stands is shown in the last item of table 2 of this chapter as 13.41 percent 
Thus, it can be said that the service requirement in conjunction with the financial 
interchange covering benefits and taxes at the social-security rates resulted jp 
a saving of 2.38 percent of payroll (15.79 minus 13.41). A reduction of about 
that size was relied upon in 1951 when extensive liberalizations in the benest 
provisions were enacted into law. 

The cost calculations presented above in this appendix have shown that if there 
were no provision for financial interchange, everything else remaining the same, 
then a level tax rate of 14.00 percent would be required to support the benefit 
structure of the railroad retirement system. A higher figure of 15.79 percent 
would be involved if the 10-year minimum service requirement had not been 
introduced with the 1951 amendments. All these level-cost figures assume that 
the unfunded accrued liability as of the valuation date will never be amortized. 
Instead, the rate is developed not only to provide for the currently accruing 
liabilities, but also to yield annual income in lieu of the interest which would be 
available if the total accrued liability on the valuation date had been funded. 
In accordance with this method of financing, there would never be sufficient funds 
as of any particular date, present or future, to meet the liabilities which have 
accrued to date. However, on the assumption of an indefinitely continuing 
system, the calculated level rate will yield sufficient funds to always meet bene- 
fits as they come through. 

The introduction of the financial interchange as applicable to the present 
law has the effect of reducing from 14.00 percent to 13.41 percent the level tax 
rate otherwise required for financing adequately the benefits of the railroad 
retirement system. This level tax assumes that the system will continue indefi- 
nitely and that the uniform tax rate will apply to present as well as to all future 
employees. The benefit liberalizations introduced with the 1951 amendments, 
along with revised valuation assumptions, resulted in a sharp rise in the total 
unfunded accrued liability (without considering the effect of the financial in- 
terchange) from $7.4 billion in the fourth valuation to $10.5 billion for the fifth 
valuation. Under the assumptions involving the effect of the financial inter- 
change, a substantial portion of that liability has been shifted to the Social 
Security System. However, to a large extent the financial problem sti!! remains 
with the railroad retirement system, since the social security taxes on railroad 
payrolls implicitly provide for servicing a good part of the unfunded accrued 
liability which has been shifted to the Social Security System. 

A final thought that must be kept in mind is the important effect on costs 
of the assumed overall payroll itself. This is especially relevant in connection 
with the rather large amounts of unfunded accrued liabilities. Because of the 
$300 monthly limit on taxable earnings, the payroll assumption for the fifth 
valuation is pretty close to the maximum. It is obviously much closer to that 
ceiling than it is to a possible floor. To that extent there appears to be a 
irreducible minimum below which costs will not go, whereas relative to a rf 
ceding annual payroll maximum costs are indeterminable. 

In comparison with the level tax rate of 13.41 percent developed by the fifth 
valuation, the effective rate for the existing tax schedule is almost 12.50 percent. 
A deficiency of somewhat more than 0.9 percent is indicated. 
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CHAPTER 5 


\CTUARIAL ASSUMPTIONS AND METHODOLOGY USED 
BY THE RAILROAD RETIREMENT BOARD 


we SUMMARY 

. This chapter is the most technical one in the report. Numerous 

for sonterences between the committee actuarial consultant and the com- 

eit B® nittee staff led to a detailed request for information from the Rail- 

wo nad Retirement Board dealing with actuarial assumptions used, their 
utionale, and success as shown by succeeding actuarial valuations. 


Each assumption affecting cost estimates (such as mortality rates 
and payroll estimates) ts discussed with respect to its significance, 
methods used by the Board, an evaluation of these methods and con- 
dusions about them. The chapter consists of material assembled by 
the committee’s actuarial consultant. 


In order to estimate the level cost of a retirement system, actuaries 
must make many assumptions about what will happen in the future. 
They must, in effect, predict future statistics. For example, they 
must make assumptions about how many retired employees will live 


a aid draw benefits for how long, not only those presently retired, but 
sing gq 80 all those who will retire in the future. Obviously, the higher the 
ibe $M mortality rate, the lower will be the costs of a retirement system; and, 


on the other hand, the lower the mortality rate, the higher will be the 
wsts. Therefore, such assumptions become a major factor in the 
establishment of benefit levels and contributions to a retirement system 
which operates on a funced basis. 

For these reasons, the committee has investigated all major actuarial 


sy sumptions used by the Railroad Retirement Board’s actuary in 
road estimating the level cost of the system. The statistical data about 
def: 9 which these assumptions are made are as follows: 
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A. Mortality of active employees. 

B. Mortality of withdrawn employees. 

. Mortality of disabled employees. 

. Mortality of service retired employees. 
. Recovery rates of disabled caumiiavens, 
- Immediate age retirement rates. 

. Immediate disability rates. 

. Withdrawal rates. 

I. Service patterns. 

J. Employees’ censuses. 

K. Family composition. 

L. Prior service credits. 

M. New entrants. 

N. Salary schedules. 

O. Interest rate. 
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P. Future payrolls. This includes assumptions about popula 
lation, industrial production, revenue traffic, productivity 
and pay rate. 7 
Q. Social security interchange. 

Members of the committee and its staff are not professional actuaries 
However, in conducting its study of the actuarial phases of the Rail. 
road Retirement System the committee has benefited not only from the 
cooperation of the Board’s actuary, but also from the committee's ow) 
actuarial consultant, the firm of Nelson & Warren, of St. Louis, Mo 
which was retained primarily for this purpose. : 

The material in this chapter has been assembled by the committee's 
actuarial consultant. In connection with each actuarial assumption 
the presentation is made in the following order: (1) the significances 
of the assumption, particularly as it affects costs; (2) a description 
of the methods used by the Board’s actuary in arriving at the assump- 
tion; (3) an analysis and evaluation of the assumption; and (4) 
conclusion as to the general adequacy of the assumption and the 
possibility of an alternate assumption. 

The committee’s actuarial consultant has felt it necessary to discuss 
the assumptions in the light of general actuarial practice and to 
express opinions which are the results of study of the basis of the 
Board’s assumptions combined with general knowledge of the opera- 
tion of other retirement systems. While much of the material in 
(2) had, by its nature, to be secured from the Board, and is in general 
factual, certain comments and opinions were at times introduced by 
the committee’s actuarial consultant in order to assure a complete and 
rounded presentation, 

Hence all opinions, comments, and recommendations in this chapter, 
except those dealing with future payrolls, are attributable to the 
committee’s actuarial consultant and result from the necessity in a 
technical discussion of showing all aspects of a subject and of explain- 
ing alternative procedures in order that a reader may get a reasonable 
grasp of the entire problem. 


I. SUMMARY OF ANALYSIS OF THE BOARD’S ‘ACTUARIAL ASSUMPTIONS 


In addition to assembling the material in this chapter, the com- 
mittee’s actuarial consultant submitted the following summary of the 
analysis of the Board’s actuarial assumptions: 


tach one of the Board's actuarial assumptions has been discussed in some 
detail by us. Many of the actuarial assumptions involve not only a statistical 
analysis of the actual experience of prior years, but they also involve an attempt 
to forecast future economic conditions, the future of the railroad industry, and 
future improvements in medical science and in the prolongation of life. In our 
discussions it is explained that the Board changed various previously used 
assumptions in making its fifth valuation. Most of the changes tend to reduce 
the estimated cost of the system. In general, we feel that the changed assump 
tions are satisfactory and are as good estimates of probable future experience 
as it is possible to get. However, we do feel that certain actuarial assumptions, 
which were left unchanged in the fifth valuation, should have been changed to 4 
more conservative basis. In other words, we feel that the estimated cost of the 
system was reduced a little too much in the fifth valuation. 

For example, the Board changed practically none of its mortality assumptions 
for the fifth valuation, either for active, disabled, or retired employees. Currellt 
actuarial studies by insurance companies indicate a steady continued trend 
toward lower mortality rates and we feel that the Board should have taken 
cognizance of this other mortality experience, particularly since it used a prior 
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in connection with future trends in immediate age retirement. How- 

er, the Board’s own mortality studies have failed to show similar improve- 
eae in recent mortality, and it was on the basis of this voluminous experience 
tbat both the Board’s actuaries and the Actuarial Advisory Committee adopted 
the current assumptions. ; " 

There is often a temptation, in revising a set of actuarial assumptions, to give 
tacit recognition to the fact that errors in one assumption in one direction often 
counterbalance errors in another assumption in the opposite direction. Thus, 
certain assumptions, which appear very definitely to be somewhat in error, 
are not changed. For example, an actuary might feel that an improvement in 
the mortality experience of active employees, which might appear to lead to a 
higher cost because more employees would survive to retirement, would be offset 
py the fact that employees might then tend to retire at older ages with a conse- 
quent decrease in cost. f ; 

Inorder, however, to get the best possible cost estimate for a retirement system, 
it would appear that each separate actuarial assumption should be developed 
independently and painstakingly without reference to any other assumption. It 
would appear that each assumption should be the actuary’s best estimate of the 
“most probable actual future experience.” This approach purposely eliminates 
the fairly common procedure of adopting two sets of assumptions: (1) a rather 
conservative set of assumptions leading to high-cost estimates, and (2) a rather 
literal set of assumptions leading to low-cost estimates. 

The danger inherent in the high-cost, low-cost, approach is that neither set of 

actuarial assumptions is based on the actuary’s best judgment as to what is most 
likely to happen. Each set of assumptions is based on somewhat arbitrary esti- 
nates of what is the probable range within which actual experience is apt to fall. 
It is our feeling that for any retirement system the best possible set of ac- 
tuarial assumptions should be developed, and used to compute the one “most 
probable” cost, and that action with regard to funding the system or changing 
its benefits should be based on that one cost figure. There should then arise no 
debate as to amount of “tolerance” included in the actuarial costs, and no action 
should be taken based on any such hypothetical tolerance. The question of 
“tolerances” in the cost estimates of the Board’s actuaries arose at the time the 
1%1 amendments to the Railroad Retirement Act were being considered by 
congressional committees. It is our opinion that the introduction of the “tol- 
erance” concept tended to confuse the discussion at that time and possibly to 
give certain listeners an overoptimistic picture of the financial condition of the 
system. 
There follows a list of the various cost factors for which actuarial assumptions 
must be made by the Board. Accompanying each assumption is a résumé of 
any changes recommended by us and discussed in the detailed analysis which we 
made of the various assumptions. Finally there is an estimate, with respect to 
each assumption, of the possible cost effect of the suggested changes. 


reasoning 


List of actuarial assumptions 












‘ : Recommendation for change Approximate cost effect of the 
Type of assumption from 5th valuation assumptions recommendation 
Mortality of active emplyees...___- Assume an average 8 percent } Cost increase of 0.2 percent of 
i lower death rate. payroll. 
Mortality of withdrawn employees._| Follow change for active em- Insignificant. 
: ployees. 
ortality of disabled employees... -__ Assume somewhat lower death | Cost — of 0.2 percent of 
- rate. payroll. 
artality of service retired em- |.....do_..................._.... | Possible cost increase of 0.3 to 0.4 
Dloyees, percent of payroll. 
Recovery rates of disabled employees.| Probable slight change________. None. 
immediate age retirement rates_____- TE OID 5 isi iain sinimnts ..| None, 
— GmeDUmy  WOGeS Fe | None, 
ithdrawal rates..............-...- Assume decreased withdrawals | Cost increase of 0.1 to 0.2 percent 
in later years. of payroll. 
ertletitisiad etapa reed hanes ns och en ethene .| None. 
Mployees’ censuses ae eee eee None. 
‘amily composition .......-........|-.-. MB es kk s...:+...| None. 
Tame Series credits... soko. een odes MN Codie ha, 5 cei eel oh a | None. 
Ss gl co ee eM ds Bs oy oxo caine dts ioty tacerahinlace | 
Biiehee ck éedu's Slight change. __.._.._____- | Insignificant. 
aa tees asasl LUO CUM, iii. iecdedsan kc | None, 
Be won <a ehdlign cen avihen i Geiss. tence chin cts 
Security interchange.____.....|..__. ee et ee 
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All the above estimates of the effect of changes in assumptions are, of necessity 
rough approximations. It would take a complete revaluation, on the basis ¢ 
the changed assumptions, to bring out the exact changes in cost attributabje j) 
each change in estimate. In addition, a change in one assumption frequentiy 
leads to a change in the cost produced by another assumption, For example, ; 
lower rate for mortality of active employees might lead to a higher average ay 
of all employees and hence to more disablements per 1,000 employees and to fewe 
new entrants. The estimated net effect of all the changes which we have gyy. 
gested can thus not be obtained by adding and subtracting the estimated changes 
in costs for each assumption in the above list. It will be seen, however, that we 
can visualize no reduction in estimated costs of the system based on any reagop. 
able set of actuarial assumptions ; in fact, our opinion is that the fifth valuation 
may understate the cost by as much as 0.5 percent and, if the estimate of \y 
Robert J. Myers, actuary for the Social Security Administration, of socig) 
security reimbursement proves correct, by as much as 1 percent. 

As long as the $300 ceiling on taxable compensation exists, it would appear 
that total payrolls cannot increase much further since most employees are already 
at the $300 figure. This is especially true in an industry where the long-term 
trend seems to be toward a smaller over-all work force. In the past the apparent 
overstatements of the cost of the system have been due to unanticipated inflation. 
created increases in the taxable payroll. This “safety valve” is no longer 
available. 

Thus, so long as the maximum taxable compensation remains at $300 per 
month for each employee, it is hardly within the realm of probability that any 
changes in actuarial assumptions, or any actual experience more favorable than 
the assumptions, can operate to reduce the level cost of the present railroad. 
retirement benefits from 13.41 percent of taxable payroll to a figure equal to, or 
less than, the 12.5 percent tax rate. 

The Board has estimated that benefit payments under the 1951 amendments 
will be approximately $449,500,000 in 1952. It has also estimated the 1952 tax- 
able payroll at $5,030,000,000. Thus, benefit payments are approximately 8.4 
percent of taxable payrolls. Since the system is not yet anywhere near maturity 
(the condition of relatively little change in benefit payments from year to year) 
it certainly appears, just from general reasoning, that annual pension disburse- 
ments can exceed 12% percent of taxable payroll. 

One of the factors which has created an erroneous impression of the cost 
implications of the system has been the practical desirability, and perhaps the 
necessity for legislative purposes, of expressing the accrued liability costs asa 
percent of taxable payroll. Actually, the accrued liability bears very little 
relationship to current payrolls and there are almost bound to be misunderstand- 
ings created when a relatively stable item, such as the accrued liability, is com- 
pared year after year with a rapidly changing item like payrolls. On the other 
hand, the costs of benefits due to future service (the so-called normal costs of the 
system) are more reliably stated in terms of percentages of future payrolls than 
in terms of dollars. The rationale for these statements is as follows: 

(a) The liability at any time, with respect to service which has already been 
rendered, is largely (though not entirely) independent of the level of future 
payrolls either in the aggregate or with respect to particular individuals. A 
definite number of months of service has been credited at a definite average 
monthly compensation. The contingencies affecting the amount of the liability 
are principally the rates of withdrawal, mortality, disability, and retirement. 
The introduction of an assumption with respect to future taxable payrolls re 
duces the reliability of the resulting estimated liability because of the possibility 
of error in such assumption. 

(b) The costs of benefits due to future service are best stated in terms of per 
centages of future payroll because the amount of benefit payable with respect t0 
such service varies according to the level of compensation and the number of 
months of credited service. Variations in either factor will be reflected in future 
payrolls. For valuation purposes, these factors are estimated by the use of 
assumed salary scales and service patterns. If the assumptions made in these 
respects are not realized, the resulting dollar costs will be overstated or under 
stated according to whether the salary scales and service patterns err on the high 
side or on the low side, But both costs and payrolls will tend to be overstated 
or understated at the same time; hence, a ratio based on the two will be rela- 
tively stable in spite of errors or fluctuations. ; 

The gist of this summary is that in our opinion any recognized actuarial 
methods and reasonable assumptions, when applied to the railroad retirement 
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vstem, Will result in cost estimates which exceed the present tax rate. ‘Thus, 
‘ys -der to maintain an actuarially solvent system, methods of reducing benefits, 
or methods of increasing the tax income or investment income of the system, 


should be sought. 
‘Respectfully submitted. 
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Ne._son & WARREN, 
Consulting Actuaries. 
DoxaLp B. WARREN. 


Il. DETAILED ANALYSIS OF BOARD’S ACTUARIAL ASSUMPTIONS 


Mortality of active employees 

Significance of assumptions.—The mortality rates assumed for ac- 
ive employees are the basis for estimating the number of employees 
yho will, from year to year, die prior to termination of employment. 
The mortality rates, in combination with the assumed withdrawal 
und disability rates, also determine how many employees will remain 
as employees until eligible to retire on an annuity. These assumptions 
ear directly upon the cost of all survivor benefits, retirement annui- 
ies, and spouses’ annuities. Accordingly, the mortality rates assumed 
affect the cost of all benefits provided by the system. 
In general, the assumption of low mortality rates results in lower 
«timated costs of survivor benefits payable upon death prior to re- 
tirement, but higher costs of benefits payable after retirement (includ- 
ing the spouse’s annuity and survivor benefits). The reduction in 
mortality rates is not translated into an equivalent percentage re- 
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y 8% Miduction in the number of deaths prior to retirement, since the ad- 
turity HM ditional surviving employees in any year are subject to the risk of death 
sear) in each subsequent year prior to retirement. The Board’s most recent 
burse- : ° ~ : . ° 

cost estimate for all the survivor benefits (including residual pay- 
e cost fments) is 3.67 percent of taxable payroll. This is much lower than 
ps the MiMthe estimated cost of 11.58 percent for age annuities, disability annui- 
s asa 


ies, and spouses’ benefits. Conversely, the proportion of reimburse- 
ment to the Railroad Retirement System by social security is greater 
in the case of survivor benefits than in the case of retirement benefits. 


little 
stand- 


s com- 

other HMMFor these reasons, a general reduction in the assumed mortality rates 
of {ie Fe wtive employees would increase the estimated cost of retirement 
"~~ ‘B@ienefits more than it would decrease the estimated cost of survivor 
y been mmbenefits. The net effect of a reduction in mortality rates would thus 
future #Bbe an increase in the system’s cost, while conversely an increase in 
2 wrtality rates would result in a decrease in the system’s cost. 

ability I 488unptions adopted by the Board.—Proper mortality rates for the 
ement. fective labor force can be obtained only when complete reports are 
‘lls re MMavailable for all deaths that take place within a short time after 
sibility ifthe employee left work. Ordinarily such deaths are not reported 
ot per ules the survivors of the deceased employee have a special reason 
pect to fg" Teport the death of the worker. One such reason would be the avail- 
aber of MMMAbility of some worth-while death benefits. Before the 1946 amend- 
— ents the only death benefit payable under the 1937 act was a lump 
n these equal to 4 percent of the creditable compensation (up to $300 
under am’ Month) earned by the employee after 1936. In a large number of 
he high s, the total subsequent service compensation was very small be- 
ae use the employee was in railroad service for only a short time. It 
re therefore, apparent that many employee deaths were never reported 
vin the Board either because the survivors did not know that a lump- 
rement 
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sum benefit was available to them or because the benefit itself was 
negligible. 

Due to the reasons described above, the Board could not deyely, 
rates of mortality for active employees on the basis of its own records 
Had it done so, and used them for actuarial assumptions, estimate: 
for mortality rates would have been understated while those expected 
to survive and apply for retirement annuities would have been over. 
stated. Furthermore, the Board could not use death rates for tie 
general population because those are ordinarily somewhat higher 
than the rates for employed workers. The only source of informa. 
tion available were the reports prepared by the committee on group 
mortality which was conducting studies for the Actuarial Society of 
America. This committee has been publishing data on mortality ex. 
perience under group insurance policies for various occupational 
groups including employees of steam railroads. The first valuation 
utilized a report dated June 12, 1939, which presented the results of 
mortality investigations covering the calendar years 1932-38, These 
data served as a basis for the construction of the so-called railway 
employees’ mortality table, which appears on page 223 of the 194) 
annual report of the Railroad Retirement Board. A number of repre- 
sentative death rates for selected ages obtained from this mortality 
table is shown in table 1. 


TABLE 1.—Selected death rates for active and withdrawn employees assumed in 
the actuarial valuations of the railroad retirement system 


[Deaths per 1,000 employees per year] 


| | | | 


1938 | 1938 
| and | 1944 | 1947°| 1950 || and 1944 1947 1954 
Age 1941 value- | velua- | valua- || Age 1941 | valua- | velua-| velua 

valua- | tion tion tion | | velua- | tion tion | tior 

| tions | | tions 

| | | | 
30 | 3.19 2.61 2 49 | 2.37 || 43 - | 616} 5.81 5.381 48 
31 1 * S35 2.74 2.61 | 2.49 || 44 | 6.59 6.30} 5.81 5.38 
32 | 3. 52 2.87 2. 74 | 2 61 1] 45 7.08 | 6.83 6. 30 5.8 
33 | 3.69} 3.02 2.87 2 74 || 46 7.64] 7.42 €.83 ' 
34 3.87 3.18 3.02| 287 || 47 8. 28 8.04) 7.42] 68 
35 406} 3.36 3.18 3.02 || 48 8. 99 8.73 8. 04 7.42 
36 4. 26 3. 57 3. 36 3. 1s || 49 9.78 | 9.48 8.73 8. 04 
37 4. 46 3.80 3. 57 | 3.36 || 50 10.65 | 10 28 9. 48 8.7 
38 4 63 4.05 3. 80 3. 57 |} 55 16.16 | 1560!) 1435) 122 
39 4 92 4.32 4.05 | 3.80 || 60 ; 23.80} 23.52 | 21.68) 19% 
40 5.17 4. 64 4.32 4.05 || 65 | 35.58 | 35.64) 8279) 30.15 
41 5. 46 | 4.98 | 4.64) 4.32 || 70 ed cant 53.88 | 52.9. 49.04 45. 39 
42 5.78 | 5.38 4. 98 4. 64 | 


Sources: (1) Table A-11 of the 1940 annur] report; (2) toble A-7 of the 1946 report with no rete-beck; 
(3) table A-7 of the 1946 report with a l-yeer rate- back; (4) table A-7 of the 1946 report with a 2-year rate- 


back. 


The second valuation prepared as of the end of 1941 utilized the 
same mortality table without modification. At that time there were no 
new actuarial reports which could serve as a basis for the construction 
of a new table. However, for purposes of the third valuation, a nev 
mortality table for active employees was constructed on the basis of 
a new report prepared by the committee of the Actuarial Society 0! 
America. This report dated July 15, 1942, covered the calendar years 
1932-41. From the earlier report for 1932-38 and from the later re 
port for the years 1932-41, it was possible to separate the mortality 
experience of employees of steam railroads during the calendar yea! 
1939-41. The data for this 3-year period were used as a basis for de 
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as veloping a new table known as the 1944 railway employees’ mortality 
table, which appears on pages 99 and 100 of the 1946 annual report of 
op the Railroad Retirement Board. Mortality rates derived from this 
\s new table are also shown in table 1. With rare exceptions the new 
bes rates were consistently lower than those of the earlier table used in 
ed the 1938 valuation. This modification was, of course, in line with the 
or improvement in the mortality observed for insured lives as well as for 
he the general population. ; 
er The last decade witnessed further improvements in the mortality 
\a- of the general population, especially at the younger ages. In conse- 
up quence, the fourth valuation which was prepared in 1949 took notice 
of of this improvement in mortality. It was decided to adopt a proce- 
aX: dure which is frequently followed by insurance companies and which 
ial consists in retaining an older mortality table but using it in a modi- 
on fied way. The exact procedure adopted was to use the third valuation 
of table with a 1-year rate-back in age. This means that the modified 
ese death rate for employees aged, say, 45 was taken to equal the rate 
‘ay shown in the table for age 44. The effect of such modification is, of 
i course, to introduce mortality rates which are consistently lower than 
re- inthe older table. A set of representative mortality rates used in all 
ity five valuations is shown in table 1. 
The fifth valuation made a preliminary study of mortality in active 
vrvice. On the basis of the findings it was decided to introduce still 
bin lighter mortality rates by taking @ 2-year rate-back in the 1944 railway 
anployees mortality table. The rates so obtained are also shown in 
table 1. 

Evaluation of the Board’s assumptions —Incomplete data with re- 
+0 spect to in-service deaths makes impossible the evaluation of the rates 
~ of mortality assumed for valuation purposes in terms of the relation- 

ship of the assumptions to the actual experience. However, it is pos- 
sible to compare the adopted assumptions with mortality data from 
oo census and insurance company sources. The table below sets forth 
8 for representative ages the mortality rates assumed by the Board for 
BR the fifth valuation, the mortality rates constructed by the Metropolitan 
o life Insurance Co. from Federal Security Agency abridged tables 
a3 covering 1948 deaths of white males in the United States, the mortality 
im rates of the GA-1951 table for males promulgated for insurance com- 
0 (gm Pay group annuity purposes, and the mortality rates of the GA-1951 
table with projection C, also constructed for group-annuity purposes, 
oo but containing a provision for future expected improvement in mor- 
si tality experience applicable to employees aged 35 in 1952: 
Comparative death rates per 1,000 lives per year 
the petal aie eee ie eee 7 . he 
bo Railroad re- ; . 
Lon Attained age of employees oeealien te States whi intone wath. probe 
new 1950 valuation | male jection tion 
s of —;— . 
y of 3.02 | 2.72 1.37 | 1. 36 
5 4. 05 4. 25 2.00 | 1. 86 
pars 5.81 | 6. 55 | 3. 58 | 3.12 
re 8.73 | 10.78 | 6. 48 | 5. 30 
lity 13. 20 | 16. 18 10. 44 | 8.01 
lity 19. 98 23.73 | 15. 56 | 11. 22 
; 30. 15 36. 25 24. 42 16. 53 
pal’s 45. 39 53. 24 | 39. 30 | 24. 99 
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The mortality rates adopted by the Board are lower than the jug futi 
population mortality rates except at the lower ages. The exces talit 
number of deaths assumed at the lower ages may be due to the agg). that 
dental death hazard connected with some occupations in the railroa I 
industry. In general, the mortality among employed individuals ; meni 
expected to be substantially below the mortality experienced by tly wou 
population asa whole. This is due in part to the fact that the generq HR que! 
population includes disabled individuals. The difference in the rates HB 2 f 
of death attributable to this factor is greatest at the older ages. Solely emp 
on the basis of the comparison with 1948 population mortality, it would @ of } 
appear that the Board’s assumptions reasonably set forth current mor- prov 
tality but may not provide for sufficient improvement of mortality jy #8" 
the future. , tions 

The mortality rates adopted by the Board are much higher than 9 than 


the corresponding rates of the GA-1951 table even without pri jection T! 
for future improvement in mortality. The GA-1951 table is probably assur 
too conservative for use by the Board. The GA-1951 table included 02 p 


a margin of 10 percent in the mortality rates and, in addition, is too Hi Yor 
low by percentages ranging from 5 percent at age 43, to 15 percent at 



















9: 
age 53, when compared with the 1946-50 group life-insurance mor. co 
tality experience for clerical lives. It is to be expected that railroad Pr 
employee mortality will be greater than mortality among clerical Retir 
groups of employees. The 1946-50 group life-insurance experience oem 
indicated that mortality of employees of steam railroads was approxi- ce 6 
mately 17 percent greater than mortality of employees in industries not ‘tts 
considered subject to material hazard. oe 

There is some doubt as to the satisfactoriness of the technical 2-year Hy. 
adjustment made for purposes of the fifth valuation in the 1944 rail @,, i 
way employees mortality table, as being a satisfactory adjustment for ca 
improvement in mortality in the period subsequent to 1940. The 14 @@......; 
table is representative of steam-railroad employee mortality during tn 
the period 1939-41. Population statistics indicate that the improve Hi ,.. , 
ment in mortality for white males in the United States between 1940 ploye 
and 1948 was approximately equivalent to an age rate-back of 3 years HM.) 
(instead of 2) at age 35, 2 years at ages 40 and 45, and 1 year at ages impor 
50, 55, and 60. of the 

The valuations of the Railroad Retiremant System estimate the costs MM»), ¢. 
of benefits for employees, many of whom will not retire for many HM op) oy 


years in the future. In the face of the continued trend to ever-lower 


. : ast 
mortality rates, more marked for the working ages than for the ages oS. ‘ 
after retirement, it does not appear sound to estimate the cost of thed o¢ 4), 


system on the basis of current levels of mortality with no margin for ant 
future improvement. The importance of the element of future Im- BiB y 9. 
provement in mortality in insurance company thinking is illustrated 9: 


by the differences in the mortality rates cited from the GA-1951 mor @™ yj; j, 
tality tables, with and without projection for such future improve Hi perior 


Conclusions.—For the fifth valuation, the Board used the 1944 rail- 
way employees mortality table, with a 2-year age rate-back. The 1% 
table was based on group life insurance experience of 1939-41 and the 
rate-back was supposed to allow for improvements in mortality after 
1941. 

It would appear that the Board’s assumptions are not sufficiently 
conservative because a table which is used to forecast costs far into the 
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future should allow for a continuation of the improvements in mor- 
tality, observed over a long period, and should be more conservative 
than simply to mirror current experience. ; 

It is the informally expressed opinion of the Board that an improve- 
ment in mortality, with a presumed accompanying increase in costs, 
would instead lead to deferred retirement in many cases, with a conse- 
quent offsetting reduction in costs. It would appear, however, that 
a further moderate reduction in assumed mortality rates of active 
employees should be made. The extent of the reduction is a matter 
of judgment since it 1s an attempt to forecast future mortality im- 
provement. However, a reduction averaging 8 percent would appear 
warranted ; this would be accomplished by more than 8-percent reduc- 
tions in the assumptions at the younger ages and considerably less 
than 8 percent at the higher ages. 

The effect of such an average 8-percent reduction in mortality 
assumptions might be to increase the estimated cost of the system by 
(2 percent of taxable payroll. 

Mortality of withdrawn employees 

Significance of assumptions—The assumption as to the mortality 
rates of withdrawn employees is now of little consequence. 

Prior to the enactment of the 1951 amendments to the Railroad 
Retirement Act, employees who withdrew from railroad employment 
prior to eligibility for retirement became entitled, upon survival to 
age 65, to receive a service annuity based on their railroad service and 
covered compensation. This entitlement was independent of the 
lngth of railroad employment. Accordingly, it was necessary to 
adopt an assumption with respect to the mortality of such withdrawn 
employees as a basis for estimating the number who would survive 
from the time of withdrawal until becoming eligible to receive an 
annuity. 

Inasmuch as the number of inactive employees in the fourth valua- 
tion (4,906,000) was approximately double the number of active em- 


ployees (2,386,000), it might appear that the assumptions adopted 
a with respect to the mortality of withdrawn employees were of major 


importance in the cost results. Due to the very short service periods 
of the bulk of the withdrawn employees, such was not the case. In 
the fourth valuation, the total liability for inactive employees ($559,- 
2,000) represented only 4 percent of the liability for all present and 
past employees ($13,209,400,000). The 1951 amendments further 
reduce the liability with respect to withdrawn employees by reason 
of the requirement of at least 10 years of credited service for entitle- 
ment to an annuity under the system. Over 98 percent of the 
4,906,000 inactive employees as of 1947 had less than 10 years of 
credited service. 

It is apparent that the cost effect of any deviation in mortality ex- 
perience of withdrawn employees from any reasonable assumption 
will be negligible. 

Assumptions adopted by the Board.—The incomplete reporting of 
deaths to the Booed, which largely invalidates the use of the Board’s 
own data for purposes of determining the rates of mortality, is more 
characteristic of withdrawn employees than of active employees. 
Mortality assumptions for withdrawn employees, based upon the num- 
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ber of reported deaths among such employees, would be too low and 
would overestimate the number of such withdrawn employees who wi 
survive to age 65 and become entitled to service retirement annuities 

In the absence of reliable data based upon direct experience, t}p 
Board has adopted the assumption that withdrawn employees wil] |p 
subject to the same mortality rates as active employees. 

Evaluation of the Board’s assumptions—It may well be that thy 
group of withdrawn employees includes a material number of disabled 
individuals who are not disability annuitants because of insufficien 
credited ‘service to qualify for an annuity. If so, as a group, with- 
drawn employees would be subject to higher mortality than actiye 


employees. The availability of the disability annuity benefit of the 


system is a force acting to eliminate from the active group those em 
ployees who are impaired, thus leaving as employees those who are 
more likely to live longer. 

On the other hand, withdrawal from railroad employment should 
result in lighter mortality to the extent that there are any special 
hazards in railroad employment affecting mortality. The accidental 
death rate experienced for railroad employees covered by group life- 
insurance policies in the years 1946-50 was 10.1 per 10,000 lives. For 
the general population the accidental death rate is approximately 6 
per 10,000, Howes, the accidental death rate for males is more than 
twice as high as the rate for females. Also, the accidental death rate 
varies greatly by age. Giving general consideration to the relative 
numbers of the railroad population of each sex and age group, it would 
appear reasonable to assume that the additional accidental death 
hazard in the railroad industry over that of the general population 
represents 2 deaths per year per 10,000 persons. 

At the younger ages, but not at the older ages, the improvement in 
mortality due to withdrawal from the accidental death hazard would 
be expected to outweigh the heavier mortality expected among with 
drawn employees due to the inclusion of disabled individuals. Over 
all it is probable that mortality among withdrawn employees is slightly 
heavier than among active employees. 

Conclusions.—Since the precise level of mortality for withdrawa 
employees has no very material effect on the estimated cost of the 
system, the assumption of the same mortality rates for withdrawn 
employees as for active employees is satisfactory. The mortality 
assumptions for active employees are approximate, and unconfirmed 
by direct experience. 


Mortality of disabled employees 


Significance of assumptions —Two factors enter into estimates of 
the cost of disability pensions: (1) the assumed rate of disablement, 
which determines the estimated number of employees who will retire 
from year to year and receive disability annuities, and (2) the 
assumed rates of mortality and recovery after disablement, which de 
termines the estimated value of each prospective disability annuity 8 
well as the liability with respect to current disabled annuitants. [1 
general, the higher the rate of mortality assumed for disabled lives, thé 
shorter will be the assumed period for which the annuity will be paid 
and the lower will be the estimate of the cost of the disability benettt 

The Board in the fifth valuation has estimated the total cost of dis 
ability annuities at 2.60 percent of taxable payroll. Of this figure, 14 


is at 
perc 
age ( 
pay r 
made 
same 
incre 
61, t! 
assun 
assun 
empl 
assul 
Thus 
porta 
Ass 
Retir 
nent ¢ 
less of 
amow 
for tl 
group 
partie 
the m 
since t 
fore, 4 
tables 
develo 
After 
the eff 
accord 
rates | 
mortal 
produc 
two dis 
select. a 
Attl 
little e 
mnder | 
of disa 
former 
could, t 
tality t 
disable 
only wi 
nortali 
By tl 
make a 
annuita 
inappre 
end ult: 
he Boa 
dar y 
tions he 








RETIREMENT POLICIES AND RAILROAD RETIREMENT SYSTEM 345 


id H& .. attributable to annuities payable after age 65 and only 1.20, or 46 


ill ereent of the total cost, is attributable to annuities payable before 
a. se 65. The true cost of the disability protection is the 1.20 percent of 
He payroll rather than the total figure of 2.60 percent. Had the Board 
© MM jade the assumption that disability annuitants would experience the 


came mortality as age annuitants, this estimated cost would have been 
the HM yereased by as much as 50 percent. For example, for a person of age 
led él, the value of an annuity based on regular active-life mortality 
ul HH sumptions is 55 percent greater than an annuity based on the Board’s 
th: #@™ sumptions as to the mortality of totally and permanently disabled 
Ye BM employees, and 45 percent greater than an annuity based on the Board’s 
the JM jssumptions as to the mortality of occupationally disabled employees. 
‘0 BB Thus, the mortality basis adopted for disability annuities is an im- 
Ae HM portant factor in the cost structure. dn 
Assumptions adopted by the Board.—The original 1937 Railroad 
uld Retirement Act permitted retirement on account of total and perma- 


‘lal HM vent disability of employees who either had 30 years of service regard- 
ital HB ss of their age, or were between the ages of 60 and 65 regardless of the 
ife- HM mount of service they had. In view of the strict medical requirements 


For MM for the granting of a total and permanent disability annuity, this 
Y 6 Bi woup of retired employees showed a rather high rate of mortality, 
han particularly in the early years after retirement. Generally speaking, 
‘ate HM the mortality of badly impaired lives depends more on the duration 
live Mi cince the onset. of disability than on the individual’s age. It is there- 
wuld HMM fore, according to the Board, the usual practice to prepare mortality 
“ath MM tables for disabled lives on a select basis; that is, mortality rates are 
tol Mi developed by age at disability and then by duration since disability. 
After a considerable time has elapsed since the onset of disability, 
10 Blithe effect of the duration wears off. Mortality is then considered 
vuld HM cording to the individual’s age only. This combination of mortality 
ith B}ntes by age and duration for the early years after disability with 
vel’ Mnortality rates by age alone for the later years after disability 
htly MMM produces a table known as a select and ultimate mortality table. The 
two disability mortality tables prepared to date by the Board are of the 

iW! Hislect and ultimate type and contain a select period of 8 years. 
the Atthe time the first valuation was prepared the Board had relatively 
awh MMM little experience on the mortality of disabled annuitants who retired 
lity under the provision of the 1937 act. It had, however, a large group 
med Mot disability pensioners who were taken over from the rolls of the 
former pension plans maintained by the railroads. The first valuation 
wuld, therefore, not have developed a proper select and ultimate mor- 
< offggtality table for disabled annuitants; instead, a mortality table for 
vill disabled lives was prepared on an aggregate basis (by attained age 
ain only without regard to duration since disability) on the basis of the 

themnottality experience of disabled pensioners. 



















def By the time the second valuation was in progress, it was possible to 
ty agamuake a more extensive study of the mortality experience of disability 
Inggtants., This study showed that the earlier pensioners’ table was 


iuappropriate. It was decided, therefore, to construct a new select 
tnd ultimate mortality table for disability annuitants on the basis of 
the Board’s own experience for disability retirements during the cal- 
ndar years 1937-40, Of course, the mortality rates for later dura- 
ions had to be obtained from outside sources, since the maximum 
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duration in 1941 was only 4 years. The mortality rates for longo 
durations, as well as the ultimate rates, were based on insurance exper- 
ence under contracts with a disability annuity feature. The tabje 
referred to is table A-15, which appears on page 226 of the 1940 Annu] 
Report of the Railroad Retirement Board. 

Subsequent mortality studies conducted in conjunction with th 
third valuation showed that the earlier mortality table was in need of 
revision. A new mortality table designated as the 1944 Disabled 
Railway Employees’ Select Mortality Table was then constructed on 
the basis of the Board’s own experience between the annuity-beginning 
anniversaries in 1937 and 1944. This table also had a select period of 
8 years and the rates for the later durations, as well as the rates for 
the ultimate section, were again graded into table A-15 of the first 
valuation, which was mentioned before. This new mortality table 
which appears on pages 93-97 of the 1946 Annual Report of the Rail- 
road Retirement Board has been found reasonably satisfactory for 
purposes of valuing annuities to disabled employees who retired before 
1947, 

The 1946 amendments to the Railroad Retirement Act introduced 
more liberal disability-retirement provisions by requiring only 10 years 
of service for total and permanent disability retirement regardless of 
age and allowing retirement on account of occupational disability, 
provided certain age and service requirements are met. ‘These amend- 
ments brought in a group of disability annuitants who could not have 
retired under the provision of the law in effect before 1947. The 
medical requirements for occupational disability are, of course, much 
less stringent than for total and permanent disability. A good deal 
of administrative work can, therefore, be saved by adjudicating a 
claim under the occupational-disability provisions whenever it is pos- 
sible. The result of such a practice has been to classify as occupation- 
ally disabled many employees who in fact are totally and perma- 
uently disabled. In consequence, the group of annuitants normally 
classified as occupationally disabled is not homogeneous since it is 
known to contain a relatively large number of individuals who are in 
fact totally and permanently disabled. This in turn makes it prac- 
tically impossible to separate disability annuitants into those truly 
disabled for their regular occupation only and those totally and per- 
manently disabled for any kind of work. 

The fourth valuation, as of 1947, had mortality data only on dis- 
ability retirements that took place in a single year following the 1946 
amendments. This, of course, was not sufficient for the construction 
of a new mortality table for disability annuitants retiring under the 
act as amended in 1946. It appeared, however, that the following 
modifications would produce reasonably satisfactory results: 

(a) For annuitants who retired under age 60 with 10 to 20 years of 
service, the modification was to enter the mortality table at age 1 year 
younger and at a duration 1 year longer. For example, the annuty 
value for a disabled annuitant who retired at age, say, 45 was taken to 
equal the annuity value shown in the 1944 table for age 44 and duration 
1. This modification introduced more conservative annuity values 
since, as stated before, death rates for disabled lives fall off sharply 
after the first year since disability. 

(6) For disabled annuitants who could meet the requirements for 
occupational disability because they either had 20 years of service 
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were over the age of 60 at the time of retirement, the adopted modifi- 
cation was to enter the 1944 table at an age 3 years younger but at a 
duration 3 years longer. This means that the annuity value for men 
classified as occupationally disabled at age, say, 50 was taken to equal 
the value shown in the 1944 table for age at disability 47 and duration 3. 

Extensive mortality studies prepared in connection with the fifth 
valuation indicated that the standards described for the fourth valu- 
ation could be retained without change. A modification was intro- 
duced only for deferred disability retirements _— separated from 
the railroad industry some 2 years or more before their retirement) 
vho, from the point of view of their effect on cost, constitute a rela- 
tively unimportant group. 

Table 2 shows a number of representative death rates taken from 
the disability-mortality tables which were used in the last five valua- 
tions of the Railroad Retirement System. In the first section we show 
death rates which were assumed for the first year since disability ac- 
cording to the employee’s age on the date his annuity began to accrue. 
In the next two sections we show rates for the second and third years 
after disability, respectively. Finally, in the last section we show 
the ultimate death rates which are assumed for durations 8 and over. 
It will be noted that the first column corresponding to the first valua- 
tion shows the same death rates in the first and the last sections of the 
table for which the attained age is the same. This is so because the 
frst valuation table was an aggregate not a select one. In contrast, 
the other columns of table 2 show different death rates in each section. 
For the valuations of 1941 and 1944, only single sets of death rates 
are shown since at that time there was only one type of disability re- 
tirement ; that is, retirement on account of total and permanent dis- 
ability. However, for the 1947 and 1950 valuations two sets of death 
rates are Shown, since here it was necessary to make a distinction be- 
tween annuitants who were eligible to retire only on the basis of total 
and permanent disability and annuitants who met the age and service 
requirements for occupatioaal disability. Annuity values correspond- 
ing to the death rates shown in the last two columns of table 2 were 
ued for immediate retirements which took place after 1946, as well 


ss for future disability retirements calculated in accordance with the 
vrvice tables, 


> cml 
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TasLe 2.—Selected death rates for disability annuitants used in th 


; € actuarj TA 
valuations of the railroad retirement system ae 


{Deaths per 1,000 annuitants per year] 
































1947 and 1950 valuations 
re | 1938 valua- | 1941-valua-| 1944 valua- [>] 
Age at disability ! tion tion tion 10 but less | 20 or more ! 
than 20 years! years of 
of service Service 
First year since disability | 
35. 96 169 | 164 | 96 © 
38, 99 166 | 156 104 | 3 
48. 09 166 153 114 f° 
60. 18 153 | 150 | 113 “ 
69. 24 119 127 | 107 | 7 Und 
76.14 105 115 101 Q 55 to 
eas ca ik ame - A 0 to 
Second year since disability ! 
Mea 6005213 Deus. dee 36. 40 | 96 | 97 68 | 4 
iced 39. 95 | 106 | 107 83 | a 
OG e cabncsddeoccsuhectastcendbacet 50.77 | 113 114 4 6 
OB, igen Gag aee wrseisesppddetanas 62.03 | 107 | 113 96 67 Unde 
Wiis: 4. ss5% a necemaiaddhane aheiein ean iaal 71.00 | 90 | 106 | 91 | 7 85 to | 
Che. Sa ae 77.39 83 102 93 | 0 fi to | 
Third year since disability ! 
ON ia IE it aie pain testa 36. 85 ‘7 69 | 50 y 
OR tes ceases accuser se 41. 68 80 | 86 57 a 
ihn th to ahead ce 53. 68 87 | 95 74 i Unde 
era ee 63. 88 | 92 95 79 f 55 to | 
Ghd sc Addl dad estoded shih abitide tack 72.80 | ss 91 81 ” ® to | 
Chik chnctenncigietinilnceainell 78. 57 86 94 S4 y 
8 or more years since disability 
pa peep meneame ed 
35. 96 26 26 | 26 % : 
38. 99 27 27 27 2 Under 
48. 09 31 31 31 ae 
60 18 | 49 | 49 | 49 y to 
6Y. 24 62 62 | 62 w 
77. 39 81 | 73 73 } 
83. 35 | 96 | 89 89 y 
96. 20 106 106 | 106 10" 
! The date of disability as used here refers to the date on which the disability annuity began 
Sources: Un 
1. For the 1938 valuation, aggregate table A-17 of the 1940 annual report. a 
2. For the 1941 valuation, select table A-5 of the 1943 report. ; ant 
3. For the 1944 valuation, select table A-6 of the 1946 report without modification. to 


4. For the 1947 and 1950 valuations, select table A-6 of the 1946 report with the modifications ‘ 
scribed in the explanatory text. 


Table 3 —— a summary of mortality investigations dealing 
with disability retirements which took place before 1947. The last 


column of section I of the table shows that the 1944 disabled annul- Hi Under 


tants’ mortality table was in almost perfect agreement with the actu! bes 
mortality ee between the annuity beginning date annivet- . 
saries in 1937 and 1944. Section II of table 3 which shows over-all 


ratios of actual to expected deaths between 95 percent and 118 per 

cent, indicates that, generally speaking, the later mortality experiene # 
of 194447 also conformed with the 1944 mortality table which thus Ja Ve 
could be considered adequate for valuing annuities to disabled em- Hews 
ployees who retired before 1947, even though the first year mortality , 
ratio was somewhat under 100 percent. 
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Taste 8.—Actual and expected deaths among disability annuitants who retired 
under the Railroad Retirement Act before the 1946 amendments 





Age at accrual 


55 to 50 
to 4 


Total... 


Under 55 
Sto 59...... 


0 nder 55 


Expected deaths | Expected deaths 











Expected deaths 





under 1938 valu- under 1941 valu- under 1944 and 
ation assump- ation assump- 1947 valuation 
tions tions | assumptions 





Percent Percent Percent 
Number | of actual | Number | of actual | Number | of actual 
expected to | 


| expected to expected to 
| expected | expected ' expected 


I. 1937-44 ACCRUAL ANNIVERSARIES 





First year mortality, duration 0 























4 ee oe 







































































205 281 616 94 | 578 | 100 
542 217 1, 139 | 103 1,173 | 100 
1, 542 164} 2354 | 108 | 2,537 | 100 
2, 289 | 187 | 4, 109 | 104| 4, 288. 100 
Second year mortality, duration 1 
160 201 316 102 3°3 100 
424 165 632 110 | 697 | 100 
1, 222 137 1, 398 | 20 1, 680 | 100 
1, 806 | 149 | 2,346 115 | 2,700 100 
Third year mortality, duration 2 
131 | 169 | 199 | 112 | 215 103 
339 | 127 | 445 97 | 458 4 
983 | 120 1,117 106 | 1,186 | 100 
1, 453 | 126| 1,761 104 | 1,859 99 
Total for all d irations 
l l 
742 139 1, 400 | 100 | 100 
1, 945 | 154 2,925 | 102 | 100 
5 644 | 130 | 7,008 105 | 100 
8, 331 | 141 | 11, 333 | 104| 11,777 100 
II. 1944-47 ACCRUAL ANNIVERSARIES 
First year mortality, d iration 0 
76 | 250 | 227 84 213 89 
224 | 203 469 97 | 484 | o4 
733 | 159 1, 1:6 | 103} 1,211 | 96 
1, 033 175 | 1,822} 99 1, 908 95 
Second year mortality, d iration 1 
65 211 127 108 | 129 106 
181 190 | 269 128 | 297 116 
565 167 | 651 145 | 782 120 
118 
89 
116 
114 


112 
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TaBLE 3,.—Actual and expected deaths among disability annuitants who retired Tasl 
under the Railroad Retirement Act before the 1946 amendments—Continued 
oa + i — : — 
| | Expected deaths | Expected deaths | Expected deg: 
under 1938 valu- | under 1941 valu- 1944 ana 
| ation assump- ation assump- 1947 valuati 
Man- | Actual tions | tions assumptions 
Age at accrual years number — 
exposed | of deaths Percent | Percent 2 
| Number | of actual | Number | of actual | Number | of get Age 
| expected to expected to expected ‘ 
| expected expected exne 
i 1 b 
II. 1944-47 AccRUAL ANNIVERSARIES—Continued 
Total for all durations —_ 
siarensreenatinienaleaiiatane , a 
Under 55 8, 517 765 523 146 766 | 100 7 
55 to 59 19,062} 1,899 1, 354 | 140 | 1, 798 | 106 1,77 
if 4 a = 54, 058 5, 397 4, 194 | 129 | 5. 062 107 ) ¢ 
} - - - - al | 
ce | 81,637] 8,061} 6,071 133 7, 626 106 7, 60 / 61049 
NoOTEs.— j wt é 
1. Certain portions of the data may be found in tables A-4 and A-~16 of the 1943 annual report, 4-5 
of the 1946 repert, and A-5 of the 1949 report. 
2. The mortality table used in the 1938 valuation is aggregate, the tables of the later valuations are 
select. 
3. The tabular rates used in the computation of expected deaths are summarized in table 2 
Table 4 summarizes a mortality study devoted exclusively to dis- Hr: 
toca ° ° : : . 0 49 
ability retirements which took place after the effective date of the 1946 10 54 
amendments. The expected deaths were calculated in accordance with Bi"; 


the several tables used in the Board’s valuations, This investigation 
seemed to cast some doubt on the propriety of the modifications in the 
1944 table which were introduced in the fourth valuation. The evi- 
dence was, however, far from conclusive, and for that reason the 
standards of the fourth valuation were retained for purposes of the 
cost estimates for the 1951 amendments. 
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TABLE 4—Mortality experience of disability annuitants who retired under the 
" Railroad Retirement Act after the 1946 amendments 


[Benefit year investigations, by number of lives] 





Expected | Expected Expected | Expected 
deaths under deaths under deaths under deaths under 
assumptions of | assumptions of | assumptions of | assumptions of 
1938 valuation | 1941 valuation | 1944 valuation | 1947 valuation 
























































7 Man- | 
7 , years | Actual } 
Age at accrues expos- | deaths P 
‘er- Per- Per- Per- 
ed og cent of a --9 cent of —_, cent of | N@™- | cont of 
expect- _ expect- as expect- actual expect- actual 
a od 0 ex- ) eXx- ed to ex- ed to ex- 
pected pected pected pected 
r I. First YEAR MortTa.ity, DURATION 0 
os Total and permanent disabilities 
® ter 45 | 891 78 33] 236| 152 51 146 53 88 89 
oe 6019 | 1,157 86 50 172 192 45 179 48 127 €8 
% to 54 1, 943 175 107 164 316 55 296 59 222 79 
§ t0 59 2, 567 228 167 137 355 64 365 62 7 79 
to 4 750 90 55} 164 84} 107 91 99 78 | 115 
5 j — | mui _ | 
a Total 7,308} 657} 412) 159] 1,100) 0) 1,077] 61 | s02 82 
$ are u 
Occupational disabilities 
sr ~ ] 
lis- | 615| 46 23 200 103 45 98 47 31 148 
- | 2,351 185 103 180 392 47 305 51 139 133 
O46 | 5,599 40 3.0 148 910 51 854 54 4lz 112 
. 9, 473 776 617 126 | 1,308 59 | 1,344 58 745 | 104 
ith 12) 251 966 | 898 108 | 1,306 71) 1,473) 66] 989 98 
1on Total _| 30,209 | 2,433 | 1,951 125 | 4,079| €0| 4134| 59| 2,316 105 
the pa ; xz 
eV1- II. SECOND YEAR MORTALITY, DURATION 1 
the Total and permanent disabilities 
the , 
Under 45......-.-- 606 51 2 222 0 85 61 84 43 119 
G10 49...... .-| 844 49 38 129 93 53 94 52 76 64 
HO t0 54 | 1,382 102 79 129 154 66 157 65 133 77 
$tos9.......-....] 1,804 134 120 112 182 74 200 67 170 | 79 
€0 to 64 | 456 | 39 | 34 115 | 39 100 47 83 42 | 93 
— | | - 7 — | 
Total 5,002| 375| 24| 128| 5| 71| soo| 67| 464 8 
| ' ' ' | | | 
Occupational disabilities 
Under 45 --| 410 4 16 150 41 59 | 42 | 57 18 133 
451049... -| 1,505 80 69 116 1€7 | 48} 168 | 48 | 76 105 
50 to 54 3, 456 2 199 102 385 | 52 | 393 51} 21 96 
BS to 59... ..| 5,802 373 388 94 584 64 642 58 406 92 
to 64 ; 6,648 | 401 498 81 5.8 71 683 59 513 | 78 
Total... .. -| 17,821 | 1,080) 1,170 92 | 1,745 62 | 1,928 56 | 1,224 88 
| | 


| 





Notgs.—(1) The expected deaths were computed according to the tabular rates which are summarized in 

table |. (2) The study presented in this table was made after the fourth valuation. It covered unnui- 
tants Who retired in the years 1847-48. (3) The classification by type of disability is subject to the limita- 
ins discussed in the explanatory text. 


_ Table 5 summarizes a number of later mortality studies conducted 
connection with the fifth valuation. It covers the experience of 
disability annuitants who retired under the more liberal provisions 
f the 1946 amendments. The accrual years involved are 1947-49 
nd the period of investigation extends to the accrual anniversary in 
0. The expected deaths were calculated according to the stand- 

sused in the fourth valuation which were described earlier. The 
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ratios of actual to expected deaths are far from regular, but on ba). 
ance the mortality rates used were considered by the Board a satisfy. 
tory valuation standard. It should be noted that the vast majority 
of recent disability retirements have been coming through under the 
occupational disability provisions of the act. The mortality ratigs 
for occupational disabilities are shown in the table as 118 percent fip 
the first year after retirement, 97 percent for the second year, and 1() 
percent for the third. Considering the rather sizable margin jn thy 
first-year rates (lower mortality rates produce higher annuity values 

which are very important in this type of experience, the conclusio, 
reached by the Board was that on the whole the valuation standard js 
sufficiently conservative. 


TABLE 5.—NSelect mortality investigation between 1947 and 1950 anniversaries o# 
disability annuitants who retired after 1946, by number of lives 


[Immediate retirement only 


| 
| Total and permanent disabilities 
| 


Occupational disabilities 


Actual | Expected| 


| 
Age at accrual 3 . Percent | : Actual | Expect 
— | number | number | of actual | a number | number 
ace of of to ex- gen of of 
exposed | qgeaths | deaths‘ | pected é exposed | Geaths | death ' 
lst-year mortality (1947-49 accruals) 
| Cie! | 
40 to 44 365 37 | 36 102.8 516 2 26 161.5 
44 to 49 543 56 | 80 93.3 | 2, 260 210 13 157.9 
50 to 54 920 | 113 105 | 107.6 | 5, 535 490 408 
55 to 59 1, 137 | 134 127 105. 5 9, 703 | 804 763 3 
60 to 64 252 | 39 26 150.0 14, 514 1,319 1,172 25 
Total 3, 217 379 354 107.1 32, 528 2, 955 2, 502 
2d-year mortality (1947-48 accruals) 
40 to 44 254 | 22 19 115.8 369 19 lf 
45 to 49 380 22 34 | 64.7 1, 579 93 “I 
50 to 54 611 54 59 91.5 | 3, 782 223 | 
55 to 59 771 75 73 102 7 6, 431 434 45 , 
60 to 64 186 19 17 | 111.8 9, 191 669 7 
Total 2, 202 | 192 202 | 95.0| 21,352 | 1,438 1, 487 ‘ 
3d-year mortality (1947 accruals only) 
40 to 44 144 9 8 112.5 231 8 J y 
45 to 49 239 15 16 93.8 | 931 47 42 
50 to 54 365 | 27 28 | 96. 4 2, 146 139 Lf 
55 to 59 ‘ 463 | 46 37 | 124.3 3, 580 219 230 
60 to 64 139 10 11 | 90.9 4, 765 338 351 w 
Total 1,350 107 100 | 107.0 | 11, 653 751 752 
| | Fr Batts turd a 
1 Immediate retirements are defined as those with calendar year last worked the same as the yea! 


or 1 year before. The exposures correspond to this definition. 
2 The classification is subject to the limitations discussed in the explanatory text. 
3 Age last birthday at retirement. 
4 According to select rates used in the 1947 and 1950 valuations. 


Evaluation of the Board’s assumptions.—It is difficult to compa 
mortality rates of disabled employees, as used by one system, with rat 
used by another system, because the attitude of the claim admins 
trations of the different systems can result in very different groups? 
disabled individuals. If an employee has to be really totally a” 
permanently disabled for any occupation, before being granted di 
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ability benefits, his physical condition and consequently his life expect- 
y is poorer than that of an employee who only needs to be disabled 


w- anc} t 
Ity for his own occupation. | 

he With this limitation in mind, some measure of comparison of the 
108 mortality rates assumed by the railroad retirement system may be 
for made with the rates assumed by other systems. For example, consider 
10) the following: 


Comparative rates of mortality’ of disabled persons per 1,000 lives per year 


[Based on assumed disablement at age 55] 


Railroad retirement as- | 
| sumptions for 1950 
valuation Civil service 

















| 
| . . 
} aaiiendl | Life insur- 
8 of a Ss - a | ance assump- 
Annuitiesaccru-| assumptions | tons 
. y ; . | ing after Jan. } 
Year from date of disablement | Annui- 1. 1947 
| ties ac-|__ “ ms 
| cruing | | 
| before | Total Annui-| Pro- | 
» | yeeu- . ae . 
| 1947 and a ties now spective} > Class 
: perma- | *"' a] in disable-| tobie (3) | 
ent | | nent 7 force ment 7 
tual —| i _— et 
ex 
ed ge aS De = ee ee ere | 150 113 78 24 64 | 248 540 
ELLE LTE 113 96 67 24 65} 147] 396 
oy sea. oe re ender aah eaten ae eaaes 79 70 60 26 66 100 | 157 
Bec oe inl iad Seen SMe CRESS 66 65 64 30 70 | 76 67 
ic a ere ee 70 70 70 36 74 77 77 
Bo becdindageeuneeeeeeede a shoendatte| 86 | 86 | 86 53 | OG 22. oh 


i The intercompany, class (3), rates include recoveries from disability. 


The rates cited for the intercompany, class (3), experience are claim- 
termination rates. They include many recoveries as well as deaths. 
Thus, they are not directly comparable to the mortality experience of 
the railroad retirement system. ‘They are included, here, because 
they are the best-known insurance statistics; also they may give some 
indication of the experience the railroad retirement system may 
possibly have under its occupational disability classification with 
respect to combined deaths and recoveries. 

Hunter's death rates were derived from fraternal insurance ex- 
perience with benefits payable only in the event of total and perma- 
nent disability. Presumably the number of recoveries involved in the 
experience was insignificant. The mortality rates in use by the Board 
for disability annuitants are, in all cases, materially lower than Hun- 
ter’s rates. Since lower mortality rates result in longer claim periods, 
the valuation of the disability pension benefit under the railroad 
retirement system is more conservative than it would be if Hunter’s 
rates had been adopted. 

The Board’s mortality assumptions are less conservative than the 
standard used in the valuation of annuities entered upon under the 
cvil-service retirement and disability fund, but are reasonably close 
to the civil-service rates used for valuing prospective disability annu- 
ies after 1 or 2 years of disability. In the first year, or the first 2 
years, the railroad-retirement rates are less conservative than the 
vil-service rates because the valuations of the latter system do not 
directly recognize a select period with high mortality immediately 
after disability, : 


83494—53—pt, 125 
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Equating mortality of permanent and occupational disability anny. The 


tants 7 years from disability —The most questionable characteristis 


of the disabled life mortality assumptions adopted for the Railroad wees 
Retirement System is the identity, after the seventh year of disability sake 
of the rates adopted for total and permanent disability and the rata ¢ the 
adopted for occupational disability. The Board has pointed out tha sn al 
applications for disability retirement are generally adjudicated oy low { 
an occupational basis if the applicant meets the service and age re. s too! 


quirements for occupational disability retirement. This practice re. 
sults in the inclusion of an undetermined number of totally and perma. 
nently disabled individuals among the group retired on account of 


In tl 
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occupational disability. There are many conditions which are dis. hristr 
abling as far as specific occupations are concerned but which do not ol. Il, 
materially affect the probability of death. Color blindness and de. ion, fe 






























fective hearing are examples of such conditions. In general, it would tantial 
appear logical to assume that occupationally disabled employees ated b 
would be subject to substantially lighter mortality than totally and sperie 
permanently disabled employees and that such lighter mortality would stimat 
persist indefinitely. According to the assumptions of the Board, the bove t 


his co) 


Board’s 


difference in mortality persists for only 7 years. If many of the em- 
ployees awarded occupational disability pensions are in fact totally 


and permanently disabled, the mortality experienced among occups- ie rail 
tional disability annuitants should be higher than among active en- al red 
ployees, but below the mortality of the group comprised entirely of Hipett!y : 
totally and permanently disabled annuitants. The J 
Mortality experience among a group of disability annuitants is bled a 
sensitive to the particular circumstances surrounding the qualifica- gm'sus 
tions for the annuity. The more stringent the eligibility requirements, Mp!*es 
and the stricter the enforcement of those eligibility requirements, the Hype" 
more seriously impaired, on the whole, will be the individuals who a IKE 
are awarded annuities, and the higher will be their mortality. Ac- horter 
cordingly, mortality experience derived from the actual operation of H's“ 
the svstem concerned, if available, is a more reliable criterion of the Itiss 
mortality to be expected in the future than mortality data from other By!) 
sources. disal 
ward 1 


The Board from time to time has investigated the mortality ex- 


perienced by its disability annuitants. In connection with the fourth Hype!" 


valuation of the system, it was found that in the period 194447 B06 d 
the number of deaths among disability annuitants, whose annuities BR" ato 
seerned in the period 1938-46, was 106 percent of the number of tie 
deaths expected under the 1944 disabled railway employees select et 
mortality table. Although the investigation suggested that the table J ao 
does not fit the experience closely, it indicated that if future mortality - a 
for this closed group of disability annuitants follows the 194447 pat- wt 
tern, the valuation basis is adequate. This indication is confirmed by dividh 
the recent investigation covering the period 1947-50. The conclusion Hi) ity , 
that the valuation basis for disability annuities, which commenced onal 
prior to 1947, is adequate should be qualified with respect to the older a ; 
ages and durations. The ratio of the actual to expected deaths at Conch 
ages 70 and over, in the eighth and subsequent year of disability, was ec 
102.8 percent. As greater numbers of these disability annuitants a B.. for 
tain ages above 70, the mortality experience may prove to be lighter ithout 


than was anticipated. 
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The investigations of the mortality experienced under disability 
nnuities, both total and permanent and occupational, which com- 
enced in 1947 or later is limited to the first 3 years of disability and 
» the case of total and permanent disability annuities, the volume 
f the experience is small. This experience tends to suggest a reduc- 
‘on in the mortality rates applicable to ages 45 to 55, when disabled, 
Jow the rates of the modified 1944 table. However, the experience 
s too meager to justify more than a tentative conclusion, 

“In the absence of adequate experience, it is of interest to compare 
he adopted assumptions with insurance-company experience with 
espect to total and permanent disability benefits. Mr. Joseph A. 
pristman has indicated (Transactions of the Society of Actuaries, 
ol. Il, p. 334) that the mortality assumptions of the fourth valua- 
ion, for total and permanent disability annuitants, result in sub- 


antially higher cost estimates for such annuities than would be indi- 
5 ated by the Metropolitan Life Insurance Co.’s 1925-39 mortality 
| sperience on disabled lives. At age 53, at disability, the Board’s 
| simated annuity cost, after allowance for recoveries, is 30 percent 
. bove the cost based upon the Metropolitan experience. Although 
: his comparison with Metropolitan’s experience suggests that the 
. ard’s assumptions are unduly conservative, the experience under 
. ie railroad retirement system prior to 1947 negatives any substan- 
.- jal reduction in the assumed rate of mortality for totally and perma- 
if ently disabled annuitants, | = ; 
The Board’s 1947-50 mortality investigation of occupationally dis- 
te bled annuitants is limited to the first 3 years of disability. The 
‘. vestigation indicated that the use of the 1944 disabled railway em- 
i joyees select mortality table, with a 3-year adjustment, does not 
he Bpecurately portray mortality of occupationally disabled annuitants. 
¥ ninerease in the assumed rate of mortality at the younger ages and 
‘ jorter durations, and a decrease at the older ages and longer dura- 
of Mapows appear to be indicated. 
he tis very unfortunate that neither current nor prior experience with 
er cupationally disabled annuitants is available beyond the fourth year 
f disability. The importance of a satisfactory assumption in this 
ie. gard is highlighted by the fact that, in the fiscal year 1948-49, 11,857 
th Bgpiuuities were allowed for occupational disability out of a total of 
47 Gp) disability annuities allowed. In the absence of such experience, 
ies he adoption of an assumption with respect to the ultimate level of 
of ortality becomes a matter of judgment. As indicated above, it would 
oa pear logical to assume that the mortality of occupationally disabled 
ble hnuitants would be lighter than that of totally and permanently 
ity Qqeled annuitants but greater than that of age annuitants. Just 
ai. Ae" Within that range, the assumption would lie would depend upon 
. unions as to the ee of totally and permanently disabled 
a dividuals included in the group retired under the occupational dis- 
cod lity provisions, the average degree of impairment of the occupa- 
der Mavlly disabled, and the extent to which recoveries and the work 
raf use would eliminate many of the less seriously impaired annuitants. 
“ai Conclusions —The Board’s mortality assumptions appear at the 
‘s, “nt tme to provide, with relatively minor modifications, a proper 
ster : lor estimating costs of total and permanent disability annuities 


} . ° . . . 
thout undue conservatism or optimism. Subsequent experience may 
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require a modification of such assumption at the older ages 4) d 
durations. 

The mortality assumptions adopted with respect. to occupationally 
disabled annuitants should be modified. The modifications suggested 
by the experience to date and by a consideration of the probatje 
course of future experience might increase the estimated costs of oer. 
pational disability annuities by perhaps 0.2 percent of taxable payroljs 
Mortality of service-retired employees 

Significance of assumptions.—The mortality rates assumed for sery. 
ice-retired employees are the basis for estimating the expected period 
for which employees retiring will survive and receive annuities. The 
lower the assumed mortality rates, the longer will be the assumed 
period of annuity payments, and the higher will be the estimated cost, 
Since the estimated cost of the age retirement annuity is 8.01 percent 
of taxable payroll, a material change in the assumptions covering 
mortality after service retirement would produce a substantial change 
in the estimated cost of the system. 

The system has accumulated a large volume of mortality experience, 
This experience furnishes an excellent guide in the adoption of an In 1 
appropriate mortality assumption. Saad 

Assumptions adopted by the Board.—The first valuation made anf a4) 
investigation of the mortality of nondisability annuitants for the wjjat 
period between June 1, 1936, to June 30, 1939. The expected deaths dif 
were calculated according to the railway employees mortality table ,j. 


TABI 


J 


t for ex 


which is described under “Mortality of active employees.” Since the oo 
study found that this latter table was appropriate for valuing benelitsi patos | 
to age annuitants (ratio of actual to expected deaths of 101 percent), examp 
no attempt was made to construct a special table for such annuitantsJM pow y, 
In 1943, when the second valuation was in progress, another mortality . vo. 
study was made covering the extended period from June 1936 to thei tanys g 
1941 accrual anniversary. Again the railway employees mortality 4. oo 
table was found to give satisfactory results (sec. I of table 7). ByM morta) 
1946, when the third valuation was in progress, the Board had already patos 9 
accumulated such a large body of experience that. it was considere Tab) 
advisable to construct a special annuitant table. Since retirement om poord 


a nondisability annuity under the 1937 act was not possible beforai pain 
age 60, the new mortality table covered only ages 60 and over. 
The new mortality rates for a number of representative ages are 


shown in table 6, in the column headed “1944 valuation.” The 


rience 













comes 


CO. ) 
rates appearing in the preceding two columns are taken from the rail a 
way employees mortality table. The mortality rates of the new 14MM in diog 
annuitant table are with few exceptions consistently lower than thos oyey, 4 
of the earlier railway employees mortality table. In consequencq yyifoy, 
annuity values calculated according to the new table are consistent] gy 
higher and thus more conservative than those obtained on the basi toc) 
of the earlier table. study, 
for th 
retiren 
while ; 
who de 
of the 
hat st 
retiren 


the eff 
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TABLE ¢—Selected death rates for nondisability annuities assumed in the 
: actuarial valuations of the railroad retirement system 


[Deaths per 1,000 annuitants per year] 











1938 val- | 1941 val- | 1944 val- | 1947, 1950 Age | 1938 val- | 1941 val- | 1944 val- | 1947, 1950 

Age uatior uation | uation | valuations 7 uation | uation | uation | valuations 

( eepeeeemntenniete i mtemmatetenaee eo | = a = — - ee eee joe RD 
| 

lls, 93. 80 23.80 | 20.51 | 18. 67 || 73. 67.76 | 67.76 | 63.74 59. 42 

* 25. 71 25.71} 21.62 | 20. 51 || 74 72. 84 72. 84 68. 91 63. 74 

27.81 27.81 23. 63 21.62 || 75 78.15 78.15 74. 91 68. 91 

0.14 30.14 26. 52 23. 63 76 84. 58 84. 58 | 81. 66 74. 91 

: 32. 73 32. 73 30. 22 26. 52 || 77 91. 50 91. 50 88. 94 81. 66 

6 35. 58 35. 58 34. 52 30. 22 || 78. 98. 86 98. 86 6. 42 88. 94 

: 38. 69 38. 69 39. 08 34. 52 || 79. 106. 84 106. 84 103. 76 96. 42 

= 42.08 42. 08 43. 41 39.08 || 80- 115. 38 115. 38 110. 82 103. 76 

45.75 45.75 47.12 43.41 || 85- 167. 51 167. 51 153. 80 143. 30 

49. 70 49. 70 50. 20 47.12 || 90. 238.30 | 238.30 223. 14 206. 13 

53. 88 53. 88 52. 95 50.20 || 95 329.60 | 329.60} 312.22 292. 48 

58, 28 58, 28 55. 88 52.95 || 100 478.13 | 478.13 | 427.42 402. 13 


62.91 62. 91 59. 42 55.88 || 


sees 1. Table A-11 of 1940 annual report. 2. Table A-4 of 1946 annual report without a rate-back in 
Table A-4 of 1946 annual report with 1-year rate-back : f 
Note-—For ages 60 to 64 a more conservative valuation standard was used in the 1950 valuation. See 
t for explanation. 


a 


In 1949, when the fourth valuation was being prepared, a mortality 
study covering approximately the period between the middle of 1944 
ind the middle of 1947 (sec. III of table 7) showed that the third 
valuation annuitant mortality table could no longer be used without 
nodification. The over-all ratio of actual to expected deaths was 
under 100, which was a warning sign that the mortality table pre- 
viously used as a valuation standard was no longer safe. Its death 
rites were too high and its annuity values too low. Following the 
example of insurance companies, it was decided not to construct a 
new valuation table but to modify the existing table by introducing 
a l-year rate-back in age. This means that the death rate for annui- 
tants aged, say, 66 would be taken to equal the rate shown in the table 
for age 65. Of course, such a sibacedienh results in effective lower 
mortality rates and in higher annuity values. The modified death 
rates are also shown in table 6. 

Table 7 summarizes a number of mortality studies which the 
Board made with respect to age annuitants who retired under the 
Railroad Retirement Act. The first section which covers the expe- 
rience between June 1, 1936, and the accrual anniversary in 1941 
comes from the second valuation. The expected deaths were originally 
computed according to the railway aealinen mortality table which 
was then in use. The over-all actual to expected ratio of 103 percent 
indicates that the mortality table could then be considered satisfactory 
even though the ratios of the actual to expected deaths were not 
wniform by age groups. Section II of table 7 summarizes another 
study covering the mortality experience among age annuitants’ be- 
tween the 1938 and 1944 accrual anniversaries. For purposes of this 
study, retirements in 1936 and 1937 were eliminated. The reason 
for the elimination of these earliest retirements was that the 1936 
retirements took place under a different law, that is the act of 1935, 
while many of the 1937 retirements were in fact disabled employees 
who decided to wait until the litigation regarding the constitutionality 
of the Railroad Retirement Act was settled. Since the purpose of 
‘hat study was to construct a mortality table applicable to typical 
retirements under the 1937 act, it was considered advisable to eliminate 
the effect of the peculiar retirements of 1936 and 1937. The 1944 
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railway annuitant mortality table, which was developed j, 
of the third valuation, was constructed so as to fit the ac 


rience during the benefit years 1938-44. 


TABLE 7.—Actual and expected deaths among nondisability any 


Attained age 


Under 65__...... 
65-69 
70-74 
75-79 
80-84 
85 and over 





Total 


Under 65........ 
65-69 

70-74_- 

75-79... 

80-84... ; 
85 and over... 


Total. ___. 


Under 65 
i ee 


80-84 
85 and over 


Total 


oth 


80-84. ___. ‘ 
85 and over... -__- 


ls asrinine 


Notes.—(1) Certain portions of the data mav be found in tables A-13 of the 1940 annual renort, A~* 
Certain minor discrepat 


| Man-years 
exposed 


164, 980 
26, 319 
6, 568 
1, 084 





329, 667 


17, 902 


13, 468 


-| 117, 298 | 


Actual 


deaths 


I. 1936-41 accrual anniversaries by number of liv 


407 


tho ~1 9 


II. 1938-44 accrual anniversaries by number o 


, 185 | 
206 | 


Expected deaths 
under assump- 
tions of 1938 and | 
1941 valuations 





Expected deaths 
under assump- 


tions of 1944 val 
uation 





7 . |Percent of 
hee | actual to 


expectes 
pect | expected 


| Percent 
404 | 101 
7, 322 | 112 
7, 420 | 97 
2, 426 | 100 
878 | 93 
214 | 92 
18, 664 | 103 





Number 


atin 
expected | 2¢tual to 


expected 


Percent 


364 112 
7,431 | 110 
7, 052 | 102 
2, 347 103 

821 99 

197 100 
18, 212 106 





457 84 487 4 

190, 995 | 8, 652 103 | 8, 517 102 
94, 849 | 5, 580 | 04 | 5, 672 OR 
15, 916 | 1, 393 97 | 1, 391 100 
2, 889 | 357 92 361 90 
510 | 94 92 94 100 
323, 061 | 16, 533 | 98 16, 522 100 


| 


16, 828 | 














f 


in ‘ 
| Percent of 


Ila, 1938-44 accrual anniversaries by amount of monthly 


$1, 128,035 | $20,083 | $34, 668 81 | $31,121| 98 

12, 606, 437 576, 265 553, 888 | 104 | 562,048 103 

6, 399, 030 373,513 | 401, 968 93 | 382, 392 98 

959, 703 81, 341 86, 329 94 83,452 97 

150, 328 18,001 | 20, 023 | 90 | 18,731 9% 

24, 882 4, 662 | 4, 982 | 94 | 4, 579 102 

21, 268, 415 1, 082, 865 | 101, 858 98 1, 082, 323 | 100 
| | 

III. 1944-47 accrual anniversaries by number of | 

4 is 

13, 555 313 413 76 370 85 

141, 130 6, 012 6, 270 96 6, 361 95 

122, 972 7, 320 7, 856 93 7, 459 | 98 

34, 789 2, 972 3, 145 94 3, 042 | 98 

4, 373 543 582 93 544 100 

756 151 152 | 99 139 | 109 

317, 575 17, 311 18, 418 | 94 | 17,915 97 





479, 763 


31, 228 | 32, 761 


IV. 1946-49 accrual anniversaries by number of li 


312 
7, 321 


9, 857 
9, 128 
3, 680 

930 


444 70 
7,473 98 
10. 508 4 
9. 518 96 
3, 879 95 
939 99 

95 | 


the 1943 report, A-2 of the 1946 renort, and A-2 of the 1949 renort. 


of actual to expected deaths are due to rounding. 


expected deaths are summarized in table 6. 


398 78 

7, 584 97 
9, 972 99 
9, 215 99 
3, 633 101 
863 108 
31, 665 | 99 


I 


(2) The tabular rates used in the com) 


the Cours 


e 


t ial eXpe 


Jitants 


ives 


334 4 
5 R17 18 


6, O96 0 


7 4% 
510 16 
130 6 


he 
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Section Ila of table 7 is representative of a number of mortality 
studies made, not by number of lives, but by amount of monthly an- 
nuity. Inthe former type of study, the exposure is calculated in terms 
of man-years and the actual as well as the expected deaths refer to 
numbers of individuals. In a study by amounts, the exposure is in 
terms of dollars of monthly annuity which could have been payable 
fora whole year if there were no death terminations, while the deaths 
refer to monthly annuity amounts terminated by reason of death. Re- 
cent mortality studies by amount have not been made mainly because 
considerable difficulties were involved as a result of changes in the 
amount of benefit introduced by the 1946 and 1948 amendments. 
While an investigation by amounts is ordinarily more appropriate 
than one by lives from a financial point of view, the results obtained on 
ihe basis of experience under the 1937 act have been much the same in 
both types of mortality investigations. 

A comparison between sections II and IIa of table 7 bears out the 
point made above. Earlier studies showed similar results. On the 
basis of this evidence it was decided to rely on mortality studies by 
number of lives. 

Sections III and IV of table 7 summarize two extensive mortality 
investigations, each covering a 3-year period. Section III is devoted 
toa study that was made in connection with the fourth valuation. As 
indicated previously, it was considered necessary to bring the 1944 
mortality table into line by applying a 1-year rate-back in age for 
valuation purposes. The ratios of actual to expected deaths shown in 
section II] are fairly consistent, and the over-all ratio of 104 percent 
indicates that the modification introduced could then be considered 
proper for valuation purposes. 

Section IV of table 7 describes a mortality study covering a more 
recent 5-year period, 1946-49. Here again, the ratios of actual to ex- 
pected deaths are fairly consistent, and the over-all mortality ratio 
of 106 percent did not indicate an immediate need for revising the 
table. 

The effect of changes in the valuation standards for nondisability 
annuitants is indicated by the numbers of expected deaths and the 
mortality ratios which have been calculated according to each of the 
mortality tables used to date. Of course, the mortality ratios (actual 
toexpected deaths) form an increasing sequence, since generally each 
subsequent mortality table used was based on lower and, therefore, 
nore conservative, death rates. 

The most recent mortality studies for nondisability annuities were 
conducted in connection with the fifth valuation. One of these studies 
is summarized in table 8. It covers 2 calendar years, 1949-50, and 
includes annuities which began to accrue in any of the years 1938-50, 

rhe overall ratio of actual to expected deaths of 107 percent is sub- 
stantially the same as the ratio of 106 percent shown in section IV 
of table 7. Except for the unusually low ratio shown for attained 
ages 60-64, all other mortality ratios are reasonably uniform. This 
study, as well as a number of others discussed in the report on the 
fifth valuation, led the Board to the conclusion that, in the main, the 
standards used previously could be retained without modification. 
It will also be noted that there was practically no difference between 
the mortality ratios by number of lives and by amount of monthly 





a 
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annuity. This substantiates the conclusions which have been pre. 


viously drawn on the basis of a comparison between sections IT and [j,° 


of table 7. 

One modification that was introduced in the valuation standard fy 
nondisability annuities concerned itself with retirements before ay: 
65. Here, much more conservative annuity values were adopted 
These were taken from the 1944 Railway Employees Mortality Tabjp 
(pp. 99-100 of the 1946 Annual Report of the Railroad Retirement 
Board) with a 3-year rate-back in age. This means that the annuity 
values shown in the mortality table for age 57 was used to value the 
benefit with respect to an annuitant age 60. The same modification 
was applied for retirements at ages 61, 62, 63, and 64. The strength. 
ened valuation standard was used for annuitants on the rolls and 
also for future retirements under the age of 65. It should be noted, 
however, that the effect on costs is rather negligible, since relatively 
few employees retire for reasons other than disability before age 6), 
It might also be mentioned that one explanation for the unusually 
low mortality of prenormal age retirements is the large proportion of 
women among them. In the small group of age annuitants now under 
the age of 65, women make up over 20 percent, while the proportion of 
women among age annuitants of all ages is only 2.5 percent. 


Taste 8—Mortality of nondisability annuitants, by number of lives and }y 
amounts during calendar years 1949-50 


{Accrual years 1938-50] 





| | Expected deaths unde 
assumptions of 4th ar 
a : 5th valuations 
ained age ; a Actua eee 
Attained age | Exposures | deaths | 1 
| | Expected Perce 
deaths sch 
expe 
By number of lives 
| } 
60 to 64__. Seaiaidadlicas cree tiie 4, 622 79 103 
65 to 69____. - hind wigdinemsiem | 99, 208 4, 218 3, 844 
70 to 74_...- ¥ anene ° 121, 066 6, 948 6, 575 
75 to 79__- be ne weit atm * 68, 708 | 5, 522 5, 208 
80 and over_..-- ‘ “ ee 18, 894 | 2, 320 2, 152 
Total__.- , iahcpeebganalbl 312, 498 | 19, 087 17, 882 


By amount of annuity (hundreds 


ae — $3, 563 $61 $80 
ee Rccadcanwade ‘ ina 79, 723 3, 438 3, 095 
70 to 74___.- ae el eal ee 102, 400 5, 882 5, 565 
75 to 79 ona : 57, 836 4, 639 4, 385 
Se GO .n.anicctis caulk aint hank aeeelle 15, 901 1, 896 1, 800 

DO hb dec nc dctenadiccsacneeabetee | 259, 423 15, 916 14, 923 


| 
t 


Notr.—(1) As related to the study by number of lives, the exposures mean man-years exposed, the a 
deaths refer to the numbers of annuitants who died, and the expected deaths also refer to number 
viduals. (2) In connection with the study by amounts of annuity, the exposures mean dollar-years 
with the understanding that the dollars are in terms of monthly rather than yearly income, actual deal’ 
refer to amounts of monthly annuity terminated by reason of death, and the expected deatlis also ref 
dollars of monthly annuity. 


: : . ° on £., le 
Pensioners, that is, retired employees taken over in 1937 from tht 
former pension plans of the various railroads—now constitute a small 
closed group (5,737 on June 30, 1952) of little financial consequence. 
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[t was not considered worth while to conduct special mortality studies 
for pensioners 1 recent years. : . ; 

Evaluation of the Board's assumptions.—The volume of experience 
available to the Board, with respect to service annuitants, is so exten- 
sive that it should serve as the principal criterion in developing a 
mortality table representing current mortality among annuitants. _ 

However, the real problem in connection with annuitant mortality 
is that of estimating future trends. It is generally recognized that 
mortality rates in this country have for many decades been following 
a gradual, and frequently irregular, trend to lower levels. There 
seems every reason to assume that this trend will continue. Even now, 
in the Scandinavian countries, mortality rates at ages 65 and over are 
very substantially below those in this country. 

In estimating costs for the railroad retirement, system it is neces- 
ary to make assumptions now, with respect to new entrants into the 
system, as to what mortality rates will be applicable to them when 
they retire sometimes as much as a half century hence. Most annui- 
ants’ mortality tables presently in use by insurance companies, or by 
other retirement systems, allow for substantial future mortality im- 
provement. On the other hand, the Board’s 1944 table (with 1-year 
age setback) allows in the aggregate for only about a 414-percent 
mortality improvement among annuitants over a period which in many 
cases Will run into the next century. 

With this background in mind, a comparative tabulation of assumed 
mortality rates for annuitants for illustrative ages is shown below. 
The 1944 Railway Annuitants Mortality Table (with 1-year age set- 
back) is shown, together with the assumptions currently used by the 
civil service retirement system. In addition, rates from two life- 
insurance tables, used for group annuities, are shown. One is the 
1937 Standard Annuity Table which at present for retired males, ages 
6) and over, is extremely close to the actual death rates being experi- 
enced by the insurers in connection with group annuities. The other 
table is a new table just developed for group annuity purposes which 
indicates the expected future mortality, with allowance for improve- 
ment, of a male now aged 35. 


Comparative rates of male annuitant mortality 


[Deaths per 1,000 lives per year] 


1951 Group 
Annuity Table 
(projection C) 


Retirement | retirement 1937 Standard 
Table | system Annuity Table 
(setback 1 year) assumptions 


| 1944 Railroad Civil service 
Attained age of annuitant 


65 years wes 30. 22 | 30. 86 28.75 16. 53 
‘0 years ne stn ated 50. 2¢ 46. 54 41.76 | 24. 99 
5 years me te 68. 91 | 70. 88 | 60. 46 41.34 
™) years silent 103. 76 108. 18 | 87. 16 73. 27 
Si years siamese 143. 30 164. 26 124. 84 123. 88 
# years onthe cena te 206. 13 246. 00 177. 14 200. 59 


The rates of mortality assumed for the railroad retirement sys- 
‘em are reasonably close, at the ages shown, to those used for the 
civil service retirement system, except at age 70, where the rail- 
toad retirement rate appears to be high, and at ages 85 and 90, where 
the civil-service rates appear to be high. The rates assumed in both 
systems are substantially higher than the two insurance standards. 
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The 1937 standard annuity table is widely used by life-insurance eqyp. 


. ; . . : sii 
panies as the valuation standard for their group annuity busines: 


Recent experience covering annuitants under group annuity contracts BY 
has indicated that there exists a trend toward lighter mortality among Pa 
annuitants. This trend has given rise to the question of whether the 65 f 
1937 table is sufficiently conservative. The 1937 standard annuity ss 
table is substantially more conservative than the table in use by the righ 
Board, and results in annuity values 7 or 8 percent above the yalyes ca 
resulting from the Board’s mortality assumptions. sbie 

Recent mortality experience of the system with age-retirement an- si 
nuitants indicates that the 1937 standard annuity table is too eon- nuit 
servative for its purposes. The 1946-49 experience resulted in actual How 
deaths equal to 123.7 percent of the number expected according to the emp 
1937 standard annuity table. There would appear to be a basic dif. ty 
ference between the mortality experience of age annuitants of the - 
railroad retirement system and those covered by group annuity con- ce 
tracts. Whether this divergence will continue indefinitely seems aad 
rather questionable, since most life-insurance mortality studies indi- nuit 
cate that occupation has little effect on mortality after retirement. It pres 
also appears probable that during the recent high-employment period, syste 
only employees in poor health were apt to retire. In the future, if ‘Tt 
employment declines, retirements may well occur among a more physi- the 1 
cally select group, with lower expected death rates. : decr 

The Board took cognizance of improving mortality when for the (the 
fourth valuation it modified the 1944 railway annuitants’ mortality of th 











table. Since the ratio of the actual number of deaths to the number 
expected according to the table as modified was 104 percent, it was 
evidently assumed that mortality rates would not continue to decline 
significantly in the near future. It may be that the indicated im- 
provement in mortality in 1944-47 was in part more apparent than 
real. Mortality in the first year following retirement is significantly 
greater than in subsequent years. The 1938-44 experience included 
a larger proportion of annuitants in their first year of retirement than 
did the later experience. This circumstance would have caused it to 
appear that there had been some improvement in mortality even if the 
same rates had been experienced. 

The Board recently completed for the fifth valuation a series of 
mortality studies covering the years 1947-50. The aggregate experi- 
ence covering age annuitants is not lower than the 1946-49 experience. 
In fact, the ratio of actual number of deaths to the expected nun- 
ber increased, though not significantly (from 106.4 for policy years 
1946-49 to 106.7 percent for calendar years 1949-50). The Board's 
studies showed that substantially lower mortality was experienced by 
age annnitants retiring between the ages of 60 and 65 than by annu- 
tants retiring at age 65 or later. The Board’s studies indicate some- 
what higher mortality in the first year after retirement and mortality 
close to 100 percent of the expected in subsequent years. For example. 
the Board’s studies indicate that its mortality experience for 19447 
covering age annuitants in the third year of retirement was only 1012 
percent of the expected number of deaths, and that for the fourth and 
subsequent years of retirement the ratio was 103.8 percent. 

The mortality rates assumed by the Board for employees retiring 
at ages 60 through 64 were substantially decreased for the fifth valua- 
tion. This change will not affect the overall cost of the system greatly 
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snee relatively few em loyees retire on service retirement prior to 
The Board did not change the mortality assumptions for 
employees retiring at ages 65 and over, for the fifth valuation. 
(onclusions.—Whether the mortality rates, assumed for ages above 
65 for service retirement annuitants, should be decreased is a matter of 
opinion and judgment. The existing margins are very low, and there 
is considerable evidence from other sources of a slow but persistent 
improvement in mortality at the older ages. It seems hardly reason- 
able to suppose that the present fairly substantial excess of railroad 
mortality over that of other industries (as represented by group an- 
nuity experience) will continue with as great a disparity as at present. 
However, it must be recognized that group annuity experience includes 
auployees over age 65 who are working as well as those who have 
actually retired. Therefore, group annuity experience must be ex- 
pected to show lower mortality rates since workers over 65 might be 
assumed to be superselect physical specimens. For these reasons it 
vould appear possible that future mortality of service-retired an- 
muitants under the railroad retirement system may be lower than is 
presently being assumed. This would result in the actual cost of the 
system being greater than previous cost estimates. 
‘Tt would therefore appear prudent to make moderate decreases in 
the mortality assumptions. As an illustration, only, of the effect of a 
decrease in assumed mortality, a change from the present assumptions 
(the 1944 table with a 1-year age setback) to the mortality assumptions 
of the 1937 Standard Annuity Table (which reflects current mortality 
formany industries without allowance for future improvement) might 
have the effect of increasing the estimated cost of the system by 0.3 
percent to 0.4 percent of taxable payroll. 


age 65. 


Recovery rates of disabled employees 

Significance of assumptions.—Estimates of the cost of the disability 
annuities provided by the system are based upon assumptions as to the 
relative numbers of employees retiring for disability at each age, the 
amounts of their annuities, and the periods for which they will be 
paid. The recovery rate of disabled employees relates to the last 
factor. A disability annuity is terminated upon death, or upon re- 
covery prior to attainment of age 65. Termination of a disability 
annuity by reason of recovery is in the nature of a suspension, inas- 
much as a service annuity is payable after age 65 (or subsequent re- 
irement, if employed at age 65) irrespective of physical condition. 
he service annuity may ~ in the same amount as the disability 
nnuity; it may be in a larger amount due to railroad employment 
ubsequent to recovery; or it may be in a reduced amount due to em- 
loyment covered by social security subsequent to recovery. If such 
ployment results in the payment of a retirement annuity by the 
ial security system, the amount of such annuity is deductible from 
le part of the railroad retirement annuity payable by reason of service 
rior to 1937, 

The fifth valuation includes a direct allowance of approximately 
6 percent of taxable payroll for recoveries of disabled employees. 
loreover, the method employed in the valuations and the cost estimates 
plicitly provides an additional allowance probably not in excess of 
10 percent of taxable payroll. Over-all, while the assumptions with 
‘pect to recoveries among disabled employees are of some signifi- 
ee, they are not a major item of cost. 
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Assumptions adopted by the Board.—Before the 1946 amendments, 
a disability annuity was available before age 60 only if the employeg 
had already rendered 30 years of creditable service. While a djs. 
ability annuity was provided at ages 60 to 64 with less than 30 years of 
service, the normal annuity otherwise available at age 65 was subjat 
to cut-back of one-one hundred and eightieth for each month th, 
employee was under age 65 at the time his annuity began to acer» 
In either event, the payee or mental condition of the individual 
had to be such as to make him permanently unable to engage in any 
regular employment. The experience under the act for this rigid type 
of disability provision indicated that only in a negligible number of 
instances did recovery occur. Even in such instances, it should be le b 
realized, there still remained a vested right to a full annuity under of 
the nondisability provisions of the act at age 65 regardless of service or am 
a reduced annuity at age 60 with 30 years of service. The railroad. Hj, ¢h 
retirement work clause which operated after that age (which still is in ce: 
operation today) only led to the suspension of the benefit, rather than Th 
its cessation, for any month in which the individual returned to carrier to be 
employment or to that of his last outside employer at the time the an- from 
nuity began to accrue. In this area as well, the savings effected by HM ¢ i: 
the work clause have been of very minor financial consequence. pe 

In view of the considerations outlined above, the various valuations ae 
of the 1937 act before the 1946 amendments provided for the liabili- HM inca) 
ties with respect to disability certifications in terms of annuity values Hg. 
for life. That is, the liabilities were determined on the assumption MM hind’ 
that death was the only cause of termination. To the extent that the HMM jc: j; 
mortality rates assumed for the calculations could be considered ac- HM jy po, 
curate, the net result was to overstate very slightly the liabilities Mi ‘7), 
involved. may | 

The 1946 amendments reduced the service requirements for the MMM the sj 
permanent and total disability benefit under age 60 from 30 to 10 practi 
years. In addition, the cut-back in the disability annuity at ageMM incurs 
60 and over was completely removed. Further, a new category of dis- HM which 
ability annuities was introduced based upon a current connection with M4 mon 
the railroad industry for individuals whose physical or mental con- i compa 
dition was such as to be permanently disabling for work in their reg- Hi that ti 
ular occupation and who had either 20 years of eatiien or had attained i manen 
the age of 60. Finally, such amendments deemed an individual to 
have recovered from his disabling condition if he earned more than 
$75 in service for hire or in self-employment in each of any six con- 
secutive calendar months (before age 65). 

At the time the fourth valuation was being prepared, the Boards 
experience under the new disability provisions had not been analyzed 
as yet. It was felt, however, that the broadening of the disability: 
benefit provisions as well as the adoption of the 6-month work claus 
before age 65 would lead to substantial savings to the Railroad Retire- 
ment Account. In the absence of an appropriate investigation of the 
problem, the portion of the gross annuity otherwise payable to age 
was cut by 10 percent, while the portion which would vest in any event 
by beginning at age 65 was left unchanged. The percentage reduction 
taken was admittedly arbitrary, but it was felt that the effective sa 
ings so established would not be too liberal in the light of future & 
perience under the act. 
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The fifth valuation examined the problem of the effect of recovery 
from disability. Special tabulations were prepared to show the num- 
per of months during which disability annuities (prior to age 65) 
could have been paid and the number of months during which they 
actually have been paid. The tabulations indicated that the propor- 
tion of benefit months saved on account of medical or statutory re- 
covery (earnings of at least $75 in each of 6 consecutive months) 
steadily increased from a low of 0.3 percent in 1947 toa high of 3.4 per- 
cent in 1951. Since the Board felt that a further increase in this ratio 
is still to be expected, the fifth valuation introduced a reduction 
factor of 5 percent in the calculated cost of disability annuities paya- 
ble before age 65. This compares with the larger reduction of 10 
percent assumed previously. ; = 

Evaluation of the Board’s assumptions.—The assumptions adopted 
by the Board with respect to the recovery of disabled employees are 
acknowledged to be somewhat arbitrary. 

The allowance made by the Board is much lower than would appear 
to be indicated by insurance-company experience covering recoveries 
from total and permanent disability. Particularly in the earlier years 
of disability, the insurance companies have found that large numbers 
of presumably totally and permanently disabled individuals recover 
from such disability. In the intercompany class (3) experience, for 
instance, about 45 percent of all disability claims terminated in the 
frst year of disability on account of recovery. In the second and 
third years 25 percent and 6 percent, respectively, of all the annui- 
ties in force at the beginning of such disability years were terminated 
by recovery. 

The validity of insurance-company experience as a standard of what 
may be expected under the railroad retirement system depends upon 
the similarity between “disability” as it is understood in insurance 
practice and in the railroad retirement system. According to most 
insurance contracts providing disability benefits, any total disability 
which has been continuous for a specified period (usually 90 days, 
4months, or 6 months) is presumed to be permanent. ‘The inter- 
company class (3) experience, cited, covered policies which provided 
that total disability lasting at least 90 days was presumed to be per- 
manent, Many cases of disability which are “permanent” by reason 
of such a presumption are not permanent in fact. Consequently, 
insurance experience includes many recoveries. 

The disability annuities awarded by the Board prior to the 1946 
amendments required a determination that the applicant was totally 
aid permanently disabled so as to be permanently unable to engage in 
any regular employment. It would appear that these requirements 
vere strictly administered since there were very few recoveries. How- 
ever, since the enactment of the 1946 amendments, most disability an- 
iuity awards have been based upon permanent disability disabling 
the applicant for work in his regular occupation. The Railroad Re- 
lirement Act now provides that a disability annuitant who earns at 
east $75 in each of 6 successive months in service for hire or in 
slfemployment shall be deemed to have recovered from disability, 
Itespective of his physical condition. This clause should produce a 

bstantia] recovery rate among annuitants disabled for work in their 
rgular occupations but not for work in other occupations, No infor- 
mation as to the number of such annuitants is available because an 
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unknown percentage of disabled annuitants, whose awards were adju- am 
dicated according to occupational-disability standards, are actually a 
totally and permanently disabled. Accordingly, there is no proper duri 
basis for estimating the extent of recoveries from disability except by and 
means of such studies as the Board has recently conducted. emp 

Any increase in the service annuity ultimately to be paid to recoy. mon 
ered disability annuitants on account of subsequent railroad employ: men 
ment, would not have appreciable cost consequences because jt jy MB cont 
presumed that the taxes payable with respect to such subsequent simi 
employment would cover the cost of the additional annuity. Employ. 1! 
ment under the social security system, subsequent to recovery from 
disability, may adversely affect costs of the Railroad Retirement I jen 
System by reducing the amount to be credited to the latter under the % yntil 
interchange arrangement. 

As stated above, the Board has made an allowance in its cost est}. 
mates for recovery from disability by reducing by 5 percent the 
estimated cost of disability-annuity payments prior to age 6), By 
making no modification in the cost of disability-annuity payments MM in fo 
after age 65, the Board appears implicitly to assume that employees fi thus 
recovered from disability are still subject to disabled life mortality, the r 
If it were to be assumed that the mortality rates adopted for with. ploye 
drawn employees are appropriate for recovered disability annuitants iM dligil 
from date of recovery Tatil they reach age 65, and that thereafter Ao 
they will experience the same mortality rates as other service annui- @ they 
tants, the cost of annuities payable after age 65 would be increased or di 
by no more than 0.10 percent of taxable payroll. Since the Board § tiren 
has not done this, the total allowance for recovery from disability in ment 
the level cost estimates of the Board is in reality approximately 0.169 cann 


percent of taxable payroll. As: 
Conclusions —The cost effect of recoveries from disability can bef disab 
reliably estimated only on the basis of the Board’s experience. Whil 
General disability experience outside of the Railroad Retirement in co: 


System, particularly with respect to occupational disabilities, has decre 
indicated that there will be substantial recoveries among disabled ment 
employees with a consequent cost savings. Based on this experience,@M tion i 
it might be assumed that there would be fairly substantia! savings on of th: 
account of recoveries in the railroad retirement experience. How-@™ for s 
ever, the Board’s studies for the fifth valuation did not show any such{M to the 
substantial savings. The Board actually reduced the assumed numberg in ec 
of recoveries for purposes of the fifth valuation. Presumably, thej retire 
Board had no alternative but to do this. over, 


Immediate age retirement rates must 


Significance of assumptions.—The retirement rates assumed in 4 st 
valuation are the basis for estimating the number of employees wh The 
will retire in each year after first becoming entitled <o retire for 94H p.,;,, 
Since there is no compulsory retirement age, employees do not all eH 4:4: 
tire as soon as they reach age 65, but instead retirements are spread... 
over a period extending beyond age 75. Under the mortality assump 914 «, 
tions used in the fourth valuation an annuity entered upon at age | on the 
costs only 83 percent as much as an equal annuity entered upon at 20H ooo), 
65. The savings incident to the deferment of retirement ts greate"H yea). 
than indicated by the above comparison of immediate annuity vale ihe 5, 


by reason of the reduction in the number of annuities payable result 
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ing from deaths occurring in the period of deferment, interest earned 
on the funds accumulate for the annuity payments but not disbursed 
during the period of deferment, and additional contributions paid by 
and with respect to the employee as long as he continues in railroad 
employment. Taking all these factors into account, the amount of 
money needed at age 65 to provide a given amount of annuity com- 
mencing at age 70, after allowing for utilization of a portion of the 
sontributions from 65 to 70, is only about 52 percent of the cost for a 
similar annuity commencing at age 65. a 

The provisions in the 1951 amendments for the crediting of service 
after age 65 reduce somewhat the savings resulting from the defer- 
ment of retirement but this reduction will be partially offset, at least 
until 1967, by the 30-year limitation on credited service in cases where 
credit is claimed for service prior to 1937. 

The total cost of the age-retirement annuities of the system (ex- 
dusive of spouses annuities) under the fifth valuation is estimated 
by the Board at 8.01 percent of payroll (including annuities currently 
in force). Material changes in the assumed rates of retirement: would 
thus substantially affect the over-all cost of the system. The lower 
the rates of retirement assumed, the fewer will be the number of em- 
ployees who will be assumed to retire for age soon after first becoming 
digible to retire, and the lower will be the estimated cost of the System. 

Age-retirement rates are affected by economic conditions although 
they are not normally as sensitive in that respect as withdrawal rates 
or disability retirement rates. It therefore is important that the re- 
tirement rates experienced in the recent past be evaluated, and judg- 
ment exercised, as to whether such experience is representative of what 
can most reasonably be expected in the future. 

Assumptions adopted by the Board—Changes in the rate of non- 
disability retirement have a substantial effect on estimated costs. 
While lower retirement rates result in lower costs, the actual decrease 
in costs is not nearly as great as would seem to be indicated by the 
decrease in the rates. For instance, the introduction of a set of retire- 
ment rates which are 50 percent of another will bring about a reduc- 
tion in cost very much less than 50 percent. This is so because most 
of the retirements will still take place; they will only be postponed 
for some time. In certain respects the rate of retirement is similar 
tothe withdrawal rate since both of them are sensitive to fluctuations 
in economic conditions. However, the variations in the rate of age 
retirement are generally not as sharp as in the case of the rate of turn- 
over. In any event, a valuation which is a long-term cost estimate 
must utilize rates of retirement which could be considered typical 
lisregarding any peculiar experience during years which cannot be 
regarded as normal. 

The first and second valuations had data on retirements during 
periods which were not characterized by extraordinary economic con- 
ditions. The rates of age retirement assumed in these valuations 
were directly related to the most recent experience then available, 
and so the first valuation developed rates of nondisability retirement 
on the basis of the experience during calendar years 1938-39. The 
econd valuation in turn utilized rates based on experience during the 
years 1938-41, In the third valuation the Board was confronted with 
the problem of unusual retirement experience during the war years 
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1942-44. As shown in table 10, the ratio of actual to expected retire. 
ments by the rates of the second valuation was only 55 percent. Hoy. 
ever, it was not considered proper to make allowance for this shayy 
temporary reduction in the rate of immediate age retirements, — 


TasBLe 9.—Rates of immediate nondisability retirement assumed in the actuarial 
valuations of the railroad retirement system 


[Retirements per 1,000 eligible employees per year] 





Age 1938 1941 1944 1947 19% 

: valuation | valuation | valuation | valuation | yalya: 
60 20 15 20 15 

61 wae 20 15 15 . 

62 20 15 20 10 

63 30 20 30 13 

64 150 | 50 45 29 

65_- ia ; 450 | 370 | 4i( 410 

66 : see * 300 | 200 | 210 210 

= ae : 350 | 200 | 220 21) 

68 400 | 220 | 240 | 240 ‘ 
CP ania 600 300 295 205 9 
70 mn ; = 750 500 515 | 515 r 
i sats el 700 400 | 370 | 370 

| ES IT 750 | 400 | 370 | 70 

73 800 | 400 370 | 370 

74. 900 400 370 370 
Vocadinddaaehannessencncsnancnneanndemeene 1, 000 400 370 370 

1 | 








Norte.—(1) In the valuations of 1944, 1947, and 1950, immediate retirements were defined as those who last 
worked in the calendar yeor cf retirement or the preceding year. In the valuations of 1998 and 1941, the 
definition was somewhat different. (2) Sources: Table A-22 of the 1940 annual report; A-14 of the 1% 
report; A-1t of the 1946 report; A-7 of the 1949 annual report; and A-11 of the 1952 report. 


In the course of the third valuation it was decided to introduce a 
minor technical modification in the definition of “immediate retire- 
ments.” This brought about a revision in the actual rates of age 
retirement even though the rates themselves were based on the same 
experience as the rates of the second valuation. With this technical 
modification, the ratios of actual to expected retirement for the period 
1938-41 came out to be 100 percent, compared to 106 percent according 
to the second valuation standard. As indicated in table 10, the agree- 
ment between actual and expected retirements was very good in all 
age groups with large exposure. 

The fourth valuation examined the retirement experience during 
the 3-year period 1945-47. Expected retirements were computed 
according to rates of the third valuation. As shown in table 10, 
the ratios of actual to expected retirements, even though consistentl) 
below 100 percent, were not nearly as low as for retirements during 
the years 1942-44. The higher retirement ratios seemed to indicate a 
slow come-back to normal retirement trends. In consequence, the 
rates of the third valuation were retained for ages 65 and over. 
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te 10.—Actual and expected immediate nondisability retirements in selected 


Tas calendar years 



















































































p Expected retire-|Expected retire-| Expected retire-|Expected retire- 
ments under ments under ments under ments under 
assumptions of | assumptions of | assumptions of | assumptions of 
M Actual | 1938 valuation | 1941 valuation | 1944 valuation | 1947 valuation 
i] Sey AC ciccsricianturnrionniastptemmnictinigsnsiensnysl 
Age group veered (olretire-| | 
exposed | ments | Nufh- [Percent] num. |Percent| num. |Percent) xym. |Percent 
| of actu-| ; of actu- jof actu-| of actu- 
| ber ex- | ber ex- ber ex- | ber ex- 
| pected [#! £9 ©X-| nected |#!  €X-| pected |#! 10 &X-) nected {#! to ex- 
| | | P pected , | pected | pected | F pected 
| ! | | 
| ee 
Calendar years 1938-41 
| 
Wa to OA ci casas | 204,815 | 5,099 | 8,935 | 57| 4,463) 114] 5,116} 100] 2.678 | 190 
+4) 69........---| 150,152 | 44,537 | 61, 388 | 73 | 41,209 108 | 44,542} 100 | 44,542 100 
ae ade | 25,074 | 10,873 | 18, 887 58 | 11,155 | 97 | 10,909 100 | 10,909 | 100 
et | 3618) 1,255| 3,618 | 35 | 1,447 87 | 1,339 | 94} 1,339 | 4 
@ and over_...--- 853 | 228) 853| 27 341 67| 316 72 316 72 
7 Total....----| 384,512 | 61,992 | 93, 681 66 | 58,615 | 106 | 62, 222 100 | 59,784 | 104 
| | | | 
oy | J ae 
8) Calendar years 1942-44 
HtoO4..-------| 212,367 | 3,340| 9,127} 37| 4,590] 73| 5277| 63| 2770| 121 
to 69....-------| 182,803 | 27,298 | 72, 304 38 | 48. 498 56 | 52,418 52 | 52,418 | 52 
"to 74... 26,195 | 5,210 | 19,693 26 | 11, 607 45 | 11,329 46 | 11,329 46 
a OO oid, eds 2, 546 530 | 2,546 21 1,018 52 | 942 56 | 942 | 56 
- and over...---- 828 101 | 828 12| 331 31 306 | 33 306 33 
Total......--- 424, 739 | 36, 479 104. 588 | 35 | 66,044 55 | 70, 272 52 | 67,765 | 54 
Calendar years 1945-47 
¢ | | | 
5 60 to 64........-.- 243,282 | 4,956 | 10,728 46 | 5, 332 93 | 6,004 81 3, 179 | 156 
'e- 6510 00........---| 177,826 | 41, 597 | 73, 612 56 | 47,901 87 | 51,698 | 80 | 51,698 | 80 
ra 10 to 74 40, 268 | 10,349 | 30, 462 34 17, 573 59 | 17,024 | 61 | 17,024 61 
Se Tandover.....--| 5,669 | 1,592| 5,669 28 | 2,268) 70} 2,097| 76] 2,097 | 76 
. feces a ices) nical atone 
o Total.......-- 466, 545 | 58, 494 |120, 471 49 | 73,074 80 | 76,913 76 | 73,998 | 79 
al ay | 
od Calendar years 1948-49 
ng Irene . ; 
- l | 
e- 175,355 | 1,783 | 7,916 23 | 3,896 | 46 | 4,451 | 40 
all | 130,058 | 26,369 | 52. 535 50 | 34, 946 | 75 | 37,735 70 
1 .| 23,239 6,311 | 17, 594 | 36 | 10, 229 | 62 | 9,952 | 63 | 
4,115 959 4, 115 | 23; 1,646 | 58 1, 523 | 63 
463 149 463 | 32 185 | 81 | 171 87 
ng | | - ~ 
od Total........| 83,230 | 35, 571 | 82,623 | 43 | 50,902 70 | 53, 832 66 
| | 
10, 
tly Notes—(1) A more detailed presentation may be found in tables A-17 of the 1946 report and A-8 of the 1949 
= Teport 
ng °) The data for 1948-49 are preliminary and subject to revision. 
Da (3) The tabuler rates used in the computation of expected retirements are shown in table 8. 
" (4) Due to a change in the definition of immediate retirements introduced in the third and fourth valua- 
he tions, some figures in this table may be slightly different from corresponding figures published elsewhere. 


Regarding rates of service retirement at ages 60-64, a change to 
lower retirement rates was considered warranted, not because of the 
experience during the years 1945-47, but because of the 1946 amend- 
ments to fhe Railroad Retirement Act, which could be expected to 
eriously affect the incidence of nondisability retirement before age 
‘i. Under the old 1937 act, before the 1946 amendments, an employee 
could not retire on a full annuity before age 65 unless he was totally 
and permanently disabled (with 30 years of service). Beginning with 
‘i, employees between the ages of 60 and 64 with 30 years of service 
33494—53—pt. 126 
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could in many instances meet the requirements for an occupational] 
disability annuity and thus avoid the reduction which the law imposss 
upon prenormal age retirements. It was, therefore, considered just. 
fied to derive new and lower rates of nondisability retirement betwee 
the ages of 60 and 64 solely on the basis of the retirement experiene 
during 1947. 

A complete table of the various retirement rates which were \sed 
in the last five actuarial valuations is shown in table 9. 

For purposes of the fifth valuation, a complete and detailed study 
was made of the retirement experience during the calendar years 
1948-50. The results, which are summarized in table 11, were pot 
substantially different from what is shown in the last section of table 
10. It should be noted that table 11 is limited to employees with 1) 
or more years of service in order to conform with the 10-year service 
requirement incorporated in the 1951 amendments to the Railroad 
Retirement Act. Even though the period studied was characterized 
by a strong demand for labor which might render the retirement ex. 
perience more favorable than what could be expected in the long run, 
the Board felt that some recognition must be given to the lower retire. 
ment rates prevailing in more recent years. It was therefore decided 
to adopt a set of intermediate retirement rates falling between the 
higher rates used in the fourth valuation and the low actual rates of 
1948-50. As finally calculated, the tabular rates of the fifth valuation 
are about 120 percent of the actual rates for the 3-year period 14-50. 
As can be inferred from table 11, the new retirement rates are, on the 
whole, almost 12.5 percent lower than the old ones. The reduction 
in the assumed retirement rates resulted, of course, in lower costs. 
While it cannot be said that the new lower retirement rates will not 
be exceeded in the future, in the opinion of the Board, the 20-percent 
margin provides for such a contingency, at least in part. 
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rapLe 11—Comparison between actual and expected immediate age retirements 
among employees with 10 or more years of service, 1948—50 


| | 














| | Expected retirements | Percent ratios by 
| by rates of rates of 
| Man-years| Actual re- |___ poe ae, ee 2 ed 
| exposed tirements | 
| | 4th valu- | 5th valu- 4th valu- 5th valu- 
| | ation ation ation ation 
seq 
1948 experience 
Way penta Sinan ieee és 
ars eats ed) 86, 163 893 | 1, 138 gsy 78.5 90.3 
not aa ; 52, 187 10, 968 15, 203 13, 485 72.1 81.3 
. aaa 9, 474 | 2, 731 4, 060 3, 370 67.3 81.0 
Ave ota 7 3 1, 587 434 586 513 74.1 84.6 
: 112 68 41 56 165.9 121, 4 
1 10 i ; : abn nl 3 
Vice otal — 149, 523 15, 094 21, 028 18, 413 | 71.8 82.0 
‘oad sare Vsti se ee SE Pee ETL ae 
iz 1949 experience 
Le 
——— d 
eX- BS 89, 638 | 884 1, 191 | 1, 033 74.2 85.6 
run, 56, 775 | 13, 102 16, 469 14, 597 79. 6 | 89.8 
a 7 9, 963 | 3,171 | 4, 250 | 3, 525 74.6 | 90. 0 
Lire- oid 1, 650 | 453 | 611 533 74.1 85.0 
ided d over i 63 | 63 23 32 273.9 196.9 
the Potal i 158, 089 17, 673 22, 544 | 19, 720 78.4 89.6 
| | 
Ss of —_——— eee 
t 10] 1950 experience 
sD), me Gay ye! bya: % i 
| 90,775 | 857 | 1, 198 1,040 71.5 82.4 
1 the as tn 59, 750 12, 545 17, 347 15, 378 72.3 81.6 
‘Lion 70 to 7 . 11, 325 2, 910 4 S71 4, 043 59.7 72 0) 
ae "5 9 7 1, 737 417 642 561 65.0 74.3 
“osts. 125 64 | 4) 62 139. 1 103. 2 
| _ — - 
| not rotal “.) 163, 712 | 16, 793 24, 104 21, 084 69.7 79. 6 
| 
rcent —__—_______ 
| 
1948-50 experience 


: 266, 576 | 2, 634 3, 527 3, 062 74.7 86. 0 
168, 712 36, 615 49,019 43, 460 74.7 84.2 

re 30, 762 8, 812 1%, 181 10, 938 66.9 80. 6 

__| 4, 974 | 1, 304 1, 839 1, 607 70.9 81.1 

300 195 110 150 177.3 130.0 

| 471,324 49, 560 67, 676 59, 217 73.2 83.7 


Ave interval x tox+1. 


Evaluation of the Board’s assumptions —Retirement rates vary 
widely as between retirement systems, and even vary quite markedly 
in the same system in different years. This variation is due to the 
following reasons: 

|. General economic conditions: If conditions are good, and em- 
ployment is high, industry does its best to encourage its employees to 
continue active work since their skills are needed. Conversely, in times 
when employment is declining, there is pressure both from industry 
and from the unions for employees to retire as soon as they become 
eligible in order to make room for younger employees. 

2. Relationship of retirement benefit to cost of living: If the an- 
iuity is sufficient to permit retirement on an adequate standard of 
ving, there will be earlier retirements than when annuities are in- 
adequate, 
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3. Type of industry : If the work requires great physical exertion, pe. 
tirements will occur earlier than when the work is mental or skilled 
employment demanding experience and intelligence rather thay 
physical stamina. 

Because the Board considered the years 1941-47 as being years of 
unusual economic activity, it disregarded the retirement experience 
of those years in selecting its retirement rate assumptions. At the 
time of the fourth valuation, retirement experience for all years prior 
to 1948 was available. The experience subsequent to 1941 showed 
many fewer actual retirements than were expected under the actuaria] 
assumptions, but this experience was not considered typical of the 
future. It was felt that when a let-down in business occurred, re. 
tirement rates would go back to the 1938-41 pattern. Actual experi- 
ence since 1948 has continued to show many fewer retirements thay 
would be expected under the actuarial assumptions, but the Board 
feels that conditions are still abnormal. However, the Board gaye 
some weight to recent experience in setting its rates for the fifth 
valuation. 

For illustrative purposes, and subject to the limitations inherent 
in the discussion above, a comparative tabulation of retirement rates 
for illustrative ages is shown below. The most recent assumptions of 
the Railroad Retirement Board are shown, as well as a rough estimate 
of actual retirements under the system for the years 1948-50, As- 
sumed rates of age retirement used by the Civil Service Retirement 
System are also shown. 


Comparative rates of age retirement per 1,000 lives per year 





Railroad Approximate 


retirement railroad — | ©1Vil service 


| retire 













Attained age of employees assumptions | retirement | 

for 1950 experience, |.) °°" 

valuation 1948-50 SantRE ex 
60 jcc lh Sete in ionicitn hetebcibl adele 13 ll ay 
Paiees= ; hide cimiebeinn ‘ 17 15 30 
a lin Gas once th cose crete aai aoc aan 370 326 45 
cick. ean ; setaiiiaiac ale vitesediciad 190 | 180 % 
i iitinntihnieiiionsseodewmee ens pein wa netic a 195 | 179 10s 
68_..._. oa a : ae ie 200 | 166 27 
Dnsacipniininntnien soap mnannensaneiiannte —- oe 250 | 202 32 
, SE Ligapbcnbuiccmasebedcnntieta enue 430 | 355 4 
Feicinnskiiene ‘ siniciingeibatixddanctindgy acute 320 | TPO Eitipcaticewes 


The Railroad Retirement Board’s assumptions are quite close to 
the Civil Service assumptions. Nearly three-quarters of all age re- 
tirements occur between the ages of 65 and 70. Accordingly, any 
changes likely to be made in the age retirement rates, will materially 
affect costs to the extent that it affects the rates within this age range. 

The Board has recently completed a study of its immediate age 
retirement experience for the calendar years 1948-50. In the 3-yea! 
period the number of age retirements was 73.2 percent of the number 
expected to retire according to the 1947 valuation assumptions as con- 
pared with 79 percent of the expected number who actually retired for 
age in the years 1945-47. If the 1950 experience is excluded as abnor- 
mal on account of the Korean situation, and the 2-year period 1948+ 
considered, the ratio of actual retirements to expected retirements !s 
75.2 percent. The ratios are fairly uniform in the various age groups. 
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For the fifth valuation the Board decided on a compromise. It did 
not feel that it could logically continue to use the very conservative 
rates of the 1944-47 valuations, but it still felt that recent experience 
isnot typical of probable future experience. Hence the adopted retire- 
ment rate assumptions used in the fifth valuation are approximately a 
mean between the 194447 valuation rates and the actual experience 
of 1948-50. 

Conclusions —It is a matter of judgment, rather than of actuarial 
analysis, to determine whether the a actual retirement rates of 
recent years, and particularly the rates of 1948-50, are representative 
of what may be expected in the future. 

We are inclined to believe that the Board’s new assumptions for the 
1950 valuation are very close to what may reasonably be expected in 
the future as actual experience. We do not believe that any further 
liberalization in assumptions would be warranted. 


Immediate disability retirement rates 

Significance of assumptions—The immediate disability retirement 
rates are the basis for estimating the number of employees who will, 
from year to year, become disabled and be awarded disability an- 
nuities. Since a disability annuity is payable before the employee is 
eligible for an age annuity, it results in an earlier payment of benefits 
and a corresponding loss of further contributions with respect to the 
disabled employee; it also results in a loss of interest which would 
otherwise have been earned on past and future contributions with 
respect to the employee. 

Depending on the age at disablement, and the criteria for adjudg- 

ing the disability, it is possible for an average disability annuity to be 
payable for a longer period than an average age annuity. On the 
other hand, due to the benefit formulas of the system, a disability 
annuity is often less in amount than an age annuity. On balance, 
with all the above factors considered, it costs the System more for 
an average disability annuitant than for an average age annuitant. 
Hence, if the assumed rates of disablement are higher than will pre- 
sumably sete be experienced, the cost of the system tends to be 
overstated. 
Since the Board’s most recent estimates, based on the fifth valuation, 
assume that disability benefits will cost 2.60 percent of taxable payroll, 
or about one-sixth of the entire cost of the system, it will be seen that 
the disablement assumptions are extremely important costwise. It 
should be borne in mind, however, that if there were no disablements 
at all, the cost of the system would still not be reduced by 2.60 percent 
of payroll, since age retirement benefits would then in most cases be 
paid instead; for example, a 50-percent reduction at all ages in as- 
sumed disablements would perhaps result in a reduction in cost under 
the system of only 0.4 percent of payroll. 

Disability retirement rates experienced by the system in the period 
ea 142-44 were only 53 percent of the rates experienced in the period 
ye 1988-41, Within the 1938-41 period itself‘there were wide variations 
ae inthe experience from year to year. The rate of disability retirement 
49 in 1941, for example, was only 53 percent of the rate experienced 

in 1938. More recently, the rate of disability retirement in 1948 
was 20 percent above the rate experienced in 1950. In the face 
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of such fluctuations in past experience, it is necessary to adopt ay 
assumption appropriate for use in estimating future experience ove 
an extended period of time and with regard to the changes made jy 
1946 and in 1951 in the eligibility requirements for disability re. 
tirement. ’ 

Assumptions adopted by the Board.—The first valuation, as of 1938, 
had data on disability retirement for only a short period which was 
not considered sufficient for purposes of developing proper rates. The 
data available were compared with what could have been expected 
according to permanent and total disability rates based on group life 
insurance experience among steam-railroad employees for the years 
1930-34. A comparison between actual and expected retirements for 
the years 1937-39 showed ratios of 119 percent for 1937, 115 percent 
for 1938, and 98 percent for 1939. These ratios indicated a sufliciently 
satisfactory agreement to permit the use of the private group insur- 
ance rates for purposes of the valuation itself. 

The second valuation examined the disability retirement experience 
for the 5-year period 1937-41 and found that the actual retirements 
constituted 77 percent of the expected computed according to the first 
valuation rates. The major portion of this study covering the years 
1938-41 is summarized in the third section of table 12 which shows 
a ratio of actual to expected of 78 percent under the assumptions 
of the 1938 valuation. Because of the low ratio of actual to expected 
retirements, the second valuation developed a new set of lower rates of 
immediate disability retirement. The new rates produced, for 1937-41, 
ratios of actual to expected retirements of about 100 percent in pra 
tically each age group. The data are presented in the last section of 
table A-12 of the 1948 annual report. They have not been reproduced 
in this report because there would be considerable overlapping 
with the 1938-41 study. Furthermore, the exposures and the actual 
retirements would not be strictly comparable because the second valu- 
ation used a somewhat differert definition of immediate retirement. 
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TaBLe 12 tctual and expected immediate disability retirements under the 
Railroad Retirement Act before the 1946 amendments 










































































P 
n | as ' — / 
Expected retire-- Expected retire-| Expected retire-| Expected retire- 
- ments under ments under | ments under ments under 
| assumptions of | assumptions of | assumptions of | assumptions of 
Man- Actual | 1938 valuation | 1941 valuation | 1944 valuation | 1947 valuation 
5 Age grou} years pao ae PT F > . - 
is = exposed | ments | : {Percent r Percent} hieeaad " Percent 
| Num |o¢ actu-| N8™= lor actu-| N&™- lor actu-| N8™- lor actu- 
e | pan oe lal to ex-| a lal to ex- aadedl al to ex-| lhe al to ex- 
d } I pected | f pected I pected F pected 
e 3 ! —__1—____. 
6s Experience in 1938-39 
r _ | a To 1 eo 7 a 
Under 50 29,871| 175| 276 | 63 9s} 179] 168] 104] 223 7 
it ¥) to 54 100,278 | 1,085} 1,240 | 88 754 144 964 113 | 1,481 73 
ly to 50 123, 766 | 2,683 | 2,400 | 112 2,114 127 2, 356 | 114 | 3,208 M4 
‘ 4 to 64 186,676 | 6,570 | 7,511 | 87| 5,997} 110} 5,649} 116| 6,883 | 95 
r- eens pon er dectolediebeeen Gee Lael decent ecient 
Total 440, 591 | 10, 513 | 11, 427 | 92 8, 963 | 117 | 9,137 115 | 11,795 | 89 
| | 
ve | Experience in 194041 
ts — — — - ——— 
| | 
st 31, 106 160 287 | 56 | 101 158 | 174 92 | 232 69 
" , 106, 673 846 | 1,320} 64| 803| 105| 1,027} 82] 1,578 | 54 
, $ to 59 136,984 | 2,177 | 2,657 | 82} 2,341 | 93 | 2,609 83 | 3,552 | 61 
VS @ to 64 203, 689 4, 920 8, 168 60 | 6,528 75 | 6,159 80 7, 501 | 66 
ls Total | 478,452 | 8,103 | 12,432/ 65) 9,773| 83] 9,969 | 81 | 12,863 63 
ed " : as sas 
of Experience in 1938-41 
1, ~ =; 1 
2 60, 977 335 563 | 60 199 168 342 98 | 455 7 
e- ; 206,951 | 1,931 | 2, 560 | 75| 1,557 | 124) 1,901 97 | 3,058 | 63 
of 85 to 50 260,750 | 4,860 | 5,057 | 96 | 4,455 109 | 4,965 98 | 6,760 | 72 
| 60 to 4 7 390, 365 | 11,480 | 15, 679 | 73 | 12, 525 92 | 11, 808 | 97 | 14, 384 | 80 
e¢ ~=nstieetignen eatin nial aecienasale cut wings beaticmelahsLabinean tc eashiaeries 
ng Total 919, 043 | 18,616 | 23, 859 | 78 | 18,736 | 99 | 19, 106 | 97 | 24,657 75 
n ‘ | | 
ial ae a ee ares on 
Mn Experience in 1942-44 
oray a pany 4 pr Sais a 
nt. Under 54 64, 446 133 | 596 | 2]. 22] 63 | — 363 | 37) 482 28 
215,914 | 1,014] 2,675| 381] 1,630 | 62] 2,081} 49] 3,198 22 
276, 387 | 2,783 5, 370 52 | 4,731 | 59 5, 274 | 53 7,174 39 
404, 754 6, 437 | 16, 192 | 40 | 12,950 | 50 | 12, 232 53 | 14, 894 42 
Total. _.. 961, 501 | 10,367 | 24,833 42 | 19, 523 53 | 19,950 | 52 | 25, 748 | 40 





(1) Amore detailed presentation may be found in tables A-12 of the 1943 annual report and 


he tabular rates utilized in the computation of expected retirements are shown in table 11. 

oa change in definition of immediate retirements, introd iced in the third valuation, some figures 
le may be slightly different from corres,onding figures published elsewhere. 

ites of disability retirement used in the 1947 valuation are not applicable to the experience before 
since the eligibility requirements in effect before the 1946 amendments were much more stringent. 







The third valuation reexamined the problem and decided to elimi- 
hate the retirements of 1937 on the grounds that the experience of 
that year was unduly influenced by delayed retirements of a large 
group of employees who had been awaiting the results of the litiga- 
tion regarding the constitutionality of the Railroad Retirement Act 
011935, New rates of disability retirement were derived on the basis 
of the experience during the calendar years 1938-41. These rates 
vere related to a somewhat modified definition of immediate retire- 
ment under which an employee was classified as immediate retirement 
if his annuity began to accrue either in his last year of work in the 
tulroad industry or in the preceding calendar year. This modifica- 
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tion introduced only minor changes in the exposure: figures, as wel] 
as in the numbers of actual and expected retirements. The ratios of 
actual to expected retirements which are shown in the third sect) 
of table 12 under the 1944 valuation columns fall between 97 and 4 
percent, which indicates that the new disability rates were not 1 
high. The third valuation also developed data on disability retire. 
ment during the war years 1942-44. As was the case with age retire. 
ments, disability retirements also ran at about one-half of the expected 
(fourth section of table 12) according to the rates prevailing during 
the prewar years. Here too, the third valuation disregarded the 
peculiar experience of the war years as highly atypical. 

The fourth valuation was faced with a new problem resulting from 
the 1946 amendments to the Railroad Retirement Act, which intro. 
duced extensive liberalizations in the provisions regarding retirement 
on account of disability. It was obvious that the rates of disability 
prevailing under the old 1937 act before amendment could not be 
used any more. At the time the fourth valuation was being prepared, 
the experience under the new law which was available for analysis 
was limited to disability retirements in 1947. It was realized that 
this experience could not be considered as normal since a flood of new 
retirements can ordinarily be expected immediately after an intro- 
duction of more liberal eligibility provisions. However, in the ab- 
sence of other information, it was decided to develop new rates of dis- 
ability retirement on the basis of the experience during the year 1947. 

As stated elsewhere in this report, the Board has found it adminis- 
tratively convenient to adjudicate claims for disability annuities under 
the occupational provisions whenever possible. As a result of this pro- 
cedure, the group classified as occupationally disabled actually con- 
tains a considerable proportion of individuals who could meet the 
medical requirements for total and permanent disability as well. The 
fourth valuation had to take account of this administrative procedure 
and to derive rates for disability retirement accordingly. It was, 
therefore, decided to produce three separate sets of rates: (1) for 
employees retiring under the age of 60 with 10 but less than 20 years 
of service, (2) for employees retiring with 20 or more years of service 
regardless of age, and (3) for employees retiring at ages 60 through 64 
with less than 20 years of service. Only the first group is homogeneous 
since it is composed of true total and permanent disabilities because 
these annuitants could not meet the age and service requirements for 
an occupational disability annuity. The rates developed for each of 
the three groups are presented in full detail in table 13 which also 
shows the disability rates used in the earlier valuations. The rates 
of the 1947 valuation follow almost exactly the experience of 1%4i, 
which is summarized in table 14 under the headings “Retirements 
in 1947,’ 
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rape 13.—Rates of immediate disability retirement assumed in the actuarial 
' valuations of the railroad retirement system 


[Retirements per 1,000 eligible employees per year] 

















ti | 1947 valuation 1950 valuation 
tire ca 8 ara. kt F — 
; 1938 valu- | 1941 valu- | 1944 valu- ‘ p 
tire Age ation ation ation 10 to 20 20 or more 10 to 20 | 20 or more 
years of | “ years of years of years of 
CTE service te service ee 
| only service only service 
ring ea ns 2 A ans te - 
the 7.64 2.30 3.95 4.90 30 2.9 4. 50 
, 8.12 2. 50 4.42 5. 60 3. 50 3. 30 5. 10 
. . 8. 66 2. 80 4.98 | 6.40 | 9. 70 3. 80 5. 80 
rom ‘ 9. 26 3. 20 | 5. 61 7.40 11. 10 4. 50 6. 60 
hee 4 9. 86 | 3.80 6. 30 | 8. 60 12. 50 5. 50 7. 60 
tr0- 10. 46 | 4. 50 7.13 | 10. 10 | 14.00 6.80 8.90 
ment 11.14 | 5. 60 8.10 | 12.00 | 15. 70 8.30 10. 30 
ae 11, 98 7.00 14.00 | 17. 50 9.90 | 1 
nlity 13.06 | 8.60 16. 40 19.50 11.60 | i: 
| rm 14. 18 10. 30 18. 90 21. 80 13. 30 li 
i be 15.30 12. 30 21. 30 24. 40 15. 10 1 
ired 16. 72 | 14. 40 | 23. 70 27. 10 16. 90 | 1s 
“tai 7 18.72 | 16. 90 26. 00 29. 80 18. 70 2: 
LYsis *s 21. 66 19. 60 | 28. 30 32. 50 20. 60 
{] ' ) 24. 76 | 22. 40 30. 50 35. 10 22. 50 | 
Hal P 28. 66 | 25. 30 ; 20. 00 37. 70 37. 50 
new 33. 62 | 28. 60 29. 41 20. 00 40. 30 37. 50 : 
39. 92 | 32. 40 30.84 20. 00 42.90 | 37. 50 50 
ntro , 47. 98 | 36. 70 | 31. 96 20. 00 45. 50 | 37. 50 37. 50 
a 6 58. 34 | 41.70 32. 80 20. 00 48.10 | 37. 50 37. 50 


| 





Nors.—(1) In the valuations of 1944, 1947, and 1950, immediate retirements were defined as those who 











194i, last worked in the calendar year of retirement or in the preceding year. In the valuations of 1938 and 1941, 

‘i : the definition was somewhat different. (2) Sources: Tables A-10 of 1940 report; A-13 of 1943 report; A-13 
ie {the 1M6 report; A-11 of 1949 report; and A-16 of the 1952 report. 
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TABLE 14.—Actual and expected immediate disability retirements » 





















































2 . . ide Yr the 7 
Railroad Retirement Act after the 1946 amendments : 
c 
| a . : i Fic ee Nl 
Expected retire- | Expected retire- | Expected retire. FB xpoptea eas 
| ments under | mentsunder | ments under aa e 
| sssumptions of | assumptions of | assumptions mn iting 4 
| Actual | 1938 valuaticn (1941 valuations |1944 valuatior 1947 valnation a 
as © Te —s Py 
Age group ye-rs | ofre- | | | as: ~ 7 
exposed | tire- Per- | | Per- | Per ' 0 
|.ments | Num- | cent of| Num- | cent of| Num- | cent : 
} | ber ex- | actual ber ex- | actual | ber ex- | actu i 
| | pected | to ex- | pected | to ex- | pected | to ey 
pected | pected | pects 
v 
I. TOTAL AND PERMANENT DISABILITIES WITH 10 BUT LESS THAN 20 YEARS OP spy x ra 
Retirements in 1947 th 
rere erp ayer eber paige di 
35 to 39 79, 992 | 91 380 24 () (4) 211 { 4 - fo 
40 to 44 . 48 715 168 310 54 (@) (1) 157 ] 64 
45 to 49 37, 806 232 326 71 108 | 215 187 124 24 2 re 
50 to 54 25, 843 374 312 120 182 | 205 | 239 Lie 
55 to 59 17, 442 453 335 | 135 295 154 328 | 8 149 al 
Total 209,798 | 1,318 | 1,663  ) | 31} 1,122] 11; , ef 
. sn 
Retirements in 1948-49 ni 
a ie —— es oe | | . 
35 to 39 .........| 170,624 89 808 ny (@ (!) 449 TA 
40 to 44 ‘. 92. 949 165 590 28 () (') 300 | 
45 to 49 69. 914 253 605 42 201 126 349 2] 4 
50 to 54 . 47, 758 439 576 76 336 131 440 100 67 ‘ 
55 to 59 33, 043 520 628 83 551 94 613 ‘ 844 62 
= — _ — —|— — — - J 
Total......| 414,288 | 1,466 | 3,207 | wm Te ts aes ese 68 | 2,477 ) 
II, ALL DISABILITIES WITH 20 OR MORE YEARS OF SERVICE 
Retirements in 1947 
a, ae 15, 562 29 81 | 36} (1) @) 43 67 25 4 oe 
IE nicdiwans 66, 589 291 434 | 67 () @ | 220 132 . 
45 to 49 ‘oie 117,244 1,144 1, 029 111 348 329 601 1% 1,17 8 
50 to 54 ‘ 149,056 | 2, 601 1,822 | 143 | 1,087 239 1, 406 18 2. 8 40 to 
55 to 59 ‘ 143, 920 4, 338 2. 794 155 | 2,461 176 | 2,744 158 4, 282 l 45 to 
60 to 64 -.| 118,220} 5,107] 4,801 106 | 3,823 | 134 3, 587 142 5, 028 2 50 to 
oo | - | — oe - 55 to 
Total......| 610,600 | 13,510 | 10,961 | Bae In coccsud 171 | 8,601 157 47 
| | | | 
Retirements in 1948-49 
i —_ — - Zi oe - 
35 to 39. __. ec 17, 647 | 28 91 31 (@) (‘) 49 | 57 29 vi 
40 to 44 ; 109, 946 | 248 | 720 34 @® | @& 365 68 52 # 
45 to 49 _...| 210,360 | 1.180 | 1,850 | 64] 626} 188] 1,082} 109) 2,108 i 45 t 
50 to 54 : 269, 317 3, 039 3, 291 | 92 | 1, 963 155 | 2,539 120 4.799 f 50 to 
55 to 59 sae 276,734 | 5, 560 5, 344 | 104} 4,700 118 | 5,238 10¢ 8, 201 f 55 to 
60 to 64 _...- ‘ 316, 572 9,085 | 12, 767 71 | 10, 184 | 89 | 9, 583 95 | 13, 425 ® to | 
Total... ....|1, 200, 576 | 19,140 | 24,063} 80 |-.-..-.- | 108 | 18,856 102 | 29,092 
1 The second valuation did not develop disability rates for ages under 45. Nov 
ment | 
Notes.—(1) The 1947 data are from table A-12 of the 1949 annual report. The data for 1948-49 ar 
liminery end subject to revision. E 
(2) The tabuler retes used in the computation of expected retirements are shown in table 1! j 
(3) The occupational disabilities are a mixed group consisting of total and permanent as well astrueoe tem: 
petione] dis» bilities. The reesons for this ere ciscussed in the explenetory text ts } 
(4) 1he rates of disability retirement used in the valuations of 1938, 1941, and 1944 are not »pplicadi the 


. a are . . eas alt 1 
experience after 1946 since the eligibility requirements were greatly liberalized by the amen iments ol: 
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Table 15 presents the results of a number of disability retirement hig! 
studies made for purposes of the fifth valuation. Since the 1: e tries 
perience was unduly influenced by the expected influx of retirement 2. 
under the newly enacted more liberal service and medical requirement ne 
it was decided to limit the study to the more typical experience during of d 
1948-50. The upper section of table 15 concerns itself with employee for 
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who could retire only under the stricter total and permanent disability 
criterion, while the lower section deals with retirements under the 
more flexible occupational disability provisions. In both instances. 
expected retirements and ratios of actual to expected were developed 
according to the tabular rates of the fourth and fifth valuations 
separately. The unusually low ratios resulting from the application 
of the fourth valuation disability rates clearly indicated that a modi- 
fication was in order. 5 : 

The tabular rates of disability developed for purposes of the fifth 
valuation (shown in table 13) were about 116 percent of the actual 
rates experienced during the 3-year period 1948-50. In this respect, 
the procedure was similar to that followed in the case of rates of non- 
disability retirement. When compared with the disability rates of the 
fourth valuation, the new rates are substantially lower. The sharp 
reduction in the assumed rates of disability resulted in a different 
allocation of costs between service and disability annuities, the net 
effect of which was a reduction in costs which is, however, much 
smaller than what would seem to be indicated by the comparative mag- 
nitude of the new disability rates themselves. 


lallony 


TasLe 15.—Comparison of actual and expected immediate disability retirements, 
1948-50 experience 





Exvected retirements | Expected retirements 
under assumptions of | under assumntions of 


















































Actual the 4th valuation the 5th valuation 
a Age group tng number of — 
: retirements} 
Number Percent of Number Percent of 
expected actual to ex nected actual to 
ol expected E expected 
Employees with 10 but less than 20 years of service 
40 to 44... a a eo 
45 to 49... 136, 551 234 459 51.0 270 86.7 
Se... : 107, 261 364 693 52.5 420 86.7 
_ $0. . .00-0ceccanneeeeee 70, 411 592 979 60.5 682 86.8 
44, 063 699 1,121 62.4 807 86. 6 
Total. ....7 {oe — | 
- 358, 286 1, 889 3, 252 58.1 2,179 | 86.7 
| Employees with 20 or more years of service 
295. 237 1, 553 2, 966 52.4 1, 787 86.9 
393, 613 4, 255 7, 026 60. 6 4, 830 88.1 
415, 387 7, 853 12, 317 63.8 9, 112 86. 2 
358, 236 11, 477 | 15, 264 75. 2 13, 435 85.4 
TOO... cc scagn ees 1, 462, 473 | 25, 138 | 37, 573 66.9 29, 164 | 86. 2 





Notgs.—(1) Immediate retirements are defined as those who last worked in the calendar year of retire- 
ment or in the preceding year. (2) The study includes all types of disability retirements. 

Evaluation of the Board’s assumptions.—Different retirement sys- 
tems will show radically different rates of disability retirement for 
the following reasons: 

1. Type of industry: Hazardous industries will naturally show a 
higher rate of work-connected disabilities than nonhazardous indus- 
tries, 

2. Criteria for awarding benefits: A disability benefit available if 
an employee is disabled for his own occupation will show a higher rate 


of disablement than where the employee must prove that he is disabled 
for any occupation. 
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3. Variations in the benefit formula: A high disability benefit wij) 
encourage employees to take advantage of it if they can in any way 
prove themselves disabled. A low benefit will discourage retirements 
because employees cannot exist on the low benefits. 

4. Administrative attitude: The attitude of the adjudicating au. 
thorities as to whether or not borderline claims should or should not 
be approved. 

It is not, therefore, too good a guide to try to compare rates of dis. 
ability retirement under the Railroad Retirement System with rates 
under other systems or with rates of disablement experienced by life. 
insurance companies under disability policies. However, with the 
limitations of such a comparison clearly in mind, it may still be of 
some use to tabulate various comparative disability rates. 

For this purpose, a tabulation for illustrative ages is shown below. 
The fifth valuation assumptions of the Railroad Retirement Board are 
shown, as well as an estimate of actual disablements under the system 
for the years 1948-50. The Board’s assumptions cover two groups of 
employees: (1) employees with more than 10, but less than 20, years’ 
service for whom the law’s requirements for the granting of a disabil- 
ity annuity are quite stringent, and (2) employees with 20 or more 
years of service for whom the law’s requirements for a disability 
annuity are less stringent. Assumed rates of disablement used by the 
Civil Service Retirement System are also shown. Finally, rates of 
disablement, developed in 1926 for life-insurance purposes, are shown. 
These are still the basis for life-insurance disability premiums though 
they are probably not too accurate. 


Comparative rates of disablement per 1,000 lives per year 


Most recent railroad | Approximate railroad 


; : Cc 
retirement assumptions | retirement experience | ae Lif 
for 1950 valuation 1948-50 | Ri ties surance 
Attained age of employees | _ — ment i 
| | Svstem Ssu 
10 to 19 20 plus | 10 to 19 20 plus saloons tions 
years’ years’ | years’ years’ ’ tan class 
service service | service service 
| 
35 0.7 | 0.6 1.4 4,2 
40 1.4 | 1.2 2.0 4.7 
45 2.9 4.5 | 2.6 3.9 3.1 5 
50 6.8 | 8.9 | 6. 7.7 | 5.2 
55 15.1 17.7 | 12.6 15.0 9.9 
60 37.5 37.5 | 43. 2 30. 1 17.4 2 
64 ; 37.5 37.5 | 46.4 29.7 25. 8 


1 Estimated by extrapolation. Table ends at age 59. 


It might be anticipated that there would be some degree of relation- 
ship between the Board’s disability assumptions for less than 20 years 
service, and the civil service and life insurance company assumptlons, 
since the criteria for awarding of benefits are somewhat comparable 
in all three cases. In ract, the civil service criteria might be con- 
sidered as less stringent than the railroad retirement criteria, while the 
insurance company criteria are probably more stringent. 

Some adjustment would doubtless be necessary due to the fact | 
many occupations in the railroad industry are more hazardous, and 
hence entail a greater risk of disablement, than civil service occupa 
tions, or occupations covered by life-insurance companies. Also the 
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life-insurance assumptions have proved to be perhaps 50 percent too 
low in the light of actual experience, 

With repect to disability assumptions for employees with more than 
9) years’ service, it might be anticipated that there would be substan- 
tially more disablements among railroad employees than among civil 
service employees, or life-insurance policyholders, since the criteria 
for awarding of annuities are much less stringent. 

The Board’s assumed disability rates, as used in the fifth valuation, 
agree quite closely with recent experience. Since there would appear 
to be no reason to anticipate long-term trends in either direction, the 
use of rates based on current experience is logical. 

Conclusions.—The revision of the assumed disability retirement 
rates involved an assumption as to what recent experience, if any, is 
typical of experience which may reasonably be expected to develop in 
the future. Disability retirement occurred at a higher rate in 1948 
than in 1949 and at a lower rate in 1950 than in either of the two pre- 
ceding years. It would be logical to argue that the 1950 experience 
was affected by increasing rail activity resulting from the Korean 
situation and should therefore be disregarded for the purpose of arriv- 
ing at an assumption as to long-term future retirements for disability. 
Such reasoning would lead to the adoption of rates of retirement de- 
rived from 1949 experience, or the combined 1948-49 experience, with 
perhaps a small margin to cover the additional retirements to be 
expected when adverse economic conditions exist. 

This appears to be exactly the sort of approach which the Board 
used in revising its assumptions for purposes of the fifth valuation. 
We believe that the disability rates adopted for that valuation are as 
close to probable future experience as it is possible to get them. We 
do not believe that any further change in assumptions is indicated. 


Withdrawal rates 


Significance of assumptions.—The rates of withdrawal assumed in 
a valuation determine the number of employees who are assumed to 
be separated during each year of employment and the number who 
will remain as employees until retirement on an annuity. Prior to 
the 1951 amendments, employees who withdrew from railroad employ- 
nent before retirement age were vested with a deferred retirement 
annuity. This complete vesting caused the withdrawal assumptions 
employed in the valuations to have little effect on the cost results. 
The Board has reported that it has determined that if the withdrawal 
rates actually employed in the first valuation had been doubled, only 
negligible difference in the over-all cost would have resulted. 

The 1951 amendments to the act curtailed the vesting features of 
the system by providing that employees or former employees with 
less than 10 years of railroad service should not be entitled to receive 
railroad retirement benefits. In lieu thereof, the railroad retirement 
service of such withdrawing employees will be transferred to the 
Social Security System. This change adds substantially to the im- 
portance of the assumptions adopted with respect to withdrawals from 
employment, at least in the years prior to the completion of 10 years 
of service, since contributions made with respect to such employees 
now become available for other employees. 

The 1951 amendments also provided for the transfer of funds be- 
tween the Railroad Retirement System and the Social Security Sys- 
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tem based upon the amount of additional taxes which would have bee) 
received by the latter, and the amount of additional benefits whic) 
would have been paid by it, had railroad service been service covered 
under the Social Security Act. This provision makes it important 
that the withdrawal rates applying to years of employment after thie 
completion of 10 years of railroad service be estimated as carefully 
as possible. If unduly low withdrawal rates are assumed after |\) 
years of employment, the effect will be to overestimate the amount 
due the Railroad Retirement System by the Social Security Systey, 
This is because many of the employees who will leave railroad ey. 
ployment will become entitled to and receive benefits under the Social 
Security System by reason of their subsequent employment; this 
would materially reduce the amount credited by the Social Security 
System to the Railroad Retirement System. Any underestimate of 
the number of employees who will leave railroad employment after 
10 years of service will result in an understatement of the deduction 
to be made by the Social Security System in its interchange arrange- 
ment by reason of payments made directly to individuals who are 
also receiving railroad retirement annuities, 

Under the usual pension plan the adoption of low withdrawal rates 
for valuation purposes is considered conservative. Under the Rail- 
road Retirement System, the assumption of low withdrawal rates js 
conservative for the first 10 years of service, but it is nonconservative 
thereafter. 

The withdrawal rates heretofore employed by the Board contained 
implicitly a provision for reentry after withdrawal. In view of the 
limitations now existing on vesting, it would appear advisable to 
adopt specific assumptions with respect to the rate of reentry of 
employees terminating with less than 10 but with at least, say, 5 years 
of credited service. uring the 4-year period, 1947-50, the number 
of reentrants averaged 134,000 per year. 

Withdrawal rates, like disability retirement rates, are sensitive to 
economic conditions and therefore fluctuate rather widely from year 
to year. Accordingly, it is necessary not only to examine past with- 
drawal experience, but also to interpret that experience in the light 
of the conditions existing at the time. It is then a matter of judgment 
to determine what adjustments should be made to arrive at with- 
drawal rates suitable for use as long-range estimates of the probabili- 
ties of separating from railroad employment in the respective years 
of service. 

Assumptions adopted by the Board.—The rate of turnover is one 
of a number of basic factors which enter into the construction of 
service tables. In the railroad industry the incidence of withdrawal 
is generally very high among new employees but relatively low among 
employees with longer periods of service. This is undoubtedly due 
to the seasonal character of certain railroad operations on the one 
hand and to strict seniority rules on the other. All the experience 
examined by the Board indicates that rates of withdrawal depend 
mainly on the duration of service; the effect of the employee's age is 


relatively minor. However, since service tables are usually prepared 
for several ages of entry, the valuations utilized rates of withdrawals 
not only by duration but also by central age at entry. For purposes 
of this presentation it seems sufficient to show withdrawal rates for 
a single representative central age at entry. Age 28 was chosen be- 
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sause it was found to be a representative average in the usual statis- 
sical sense as Well as for costs. The rates of withdrawal are shown 
in table 16 for 32 durations. At the later durations, employees who 
entered service at age 28 become eligible for an immediate service or 
age annuity. 


taste 16,— Withdrawal rates assumed in the actuarial valuations of the railroad 
: retirement system 


{Withdrawals per 1,000 employees per service year, central age at entry 28] 


—_—_— — } — 








1938. and | 14 $end 1950 | iki 1998 and 1944 and | 080 
uration 1941 ol uration { | 47 eee 
_ valuations | valuations valuation | valuations | valuations | valuation 
} | j | } 

635. £0 | 508. 64 | 661.23 || 17 , 31. 28 | 26. 67 26. 67 
298. 10 | 208. 67 | 260.84 || 18 29 72 25 26 25 26 
194. 68 | 155. 74 186.89 || 19... 28. 22 23. 99 23. 99 
144. 54 122. 86 142. 52 || 20... 26. £8 22. 85 22.85 
114. 94 | 97.71 110. 40 || 21 | 25 64 21.79 | 21.79 
95. 40 | 81.09 | 89. 20 || 22 a 24. 52 20. 84 | 20. 84 
81. 54 | 69.31 74.16 || 23....... 23 FO 19. 98 19 98 
71. 20 | 60. 52 62 94 || 24 ‘ 22. 56 19. 18 | 19. 18 
63. 18 | 53. 70 677 M......... 21. 48 18. 43 | 18. 43 
56. 78 | 48. 26 48.74 MB 20. 88 17. 75 | 17. 75 
51. 56 | 43. 83 I OE Tl cack 20. 12 17. 10 | 17.10 
47. 22 40.14 | 40.14 || 28 eed 19. 44 16. 52 14. 52 
43. 56 37. 03 37.03 || 20.......- 18. 78 15. 96 | 15. 95 
40. 42 34 36  ) ) ¢ eee 18. 18 15.45 | 15. 45 
37.70 32 04 Ue: ie 17. 60 14 96 14. 96 
35. 34 30 04 TO Saas ae 14. 51 | 14. 51 
33. 2 28. 25 28. 25 | 











Notr.—(1) Duration refers to completed service years. (2) Withdrawal rates for other ages at entry and 
7 — may be found in tables A-9 of the 1940 annual report, A-20 of the 1946 report, and A-19 of the 1y52 
to 
of 
al’s 
ber 


Contrary to certain other valuation factors, such as the rates of 
mortality, for example, which but for the effect of long-term trends 
rmain fairly stable, the rate of withdrawal is subject to violent 
fluctuations. Since an actuarial valuation is basically a long-range 
ost estimate, it becomes necessary to introduce into it rates of with- 
rawal based on experience during a period which can be considered 
ypical in the long run. This was the course of action followed in the 
erivation of withdrawal] rates for purposes of the actuarial valuations 
f the railroad retirement system. 
The first valuation examined the withdrawal experience during 
7 and found that it roughly conformed to rates obtained in an 
atlier valuation of the Pennsylvania Railroad pension plan. A com- 
lete table of the first valuation withdrawal rates appears en page 221 
us the 1940 Annual Report of the Railroad Retirement Board. The 
ed ctual number of withdrawals in 1937 was found to be 519,444 while 
¢ number expected according to the table mentioned before was 
wal 73,008. The over-all ratio of actual to expected was 110 percent 
ong thie} : lics so aaa abl as onan “, = ; 
a 7 1 indicates a reasonably close agreement. ; ; 
oa _the second valuation made a more extensive withdrawal investiga- 
‘on covering employees who entered railroad service during the years 
#840. For entrants and reentrants combined, the first-year experi- 
nee for entry years 1938-40 was in very close agreement with the 
utes of the first valuation, namely, 369,541 actual against 366,615 
a ppestea withdrawals. The second-year experience for entrants and 
a paras of 1938-39 showed a ratio of actual to expected withdrawals 
ea ' percent (63,400 actual against 74,098 expected). The third- 
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year experience for new entrants of 1938 showed a ratio of 105 percens 
(9,960 actual against 9,452 ex yected). On the basis of these results 
the conclusion was reached that the withdrawal ratios of the firs 
valuation should be used without change also for the purposes of th 
second valuation. 

In the course of the third valuation, it was found advisable ty 
modify the definition of a withdrawal. Whereas in the earlier two 
valuations a man who worked, say, in 1939 but not in 1940 was cop. 
sidered a 1939 withdrawal, the third valuation made as of December 
31, 1944, would not consider this man a 1939 withdrawal if he reentered 
in a subsequent year. ‘This modification, regardless of any other con- 
siderations, necessitated a reduction in the withdrawal rates used be. 
fore. Further, the inclusion of the experience for the year 191 
indicated that a reduction in the withdrawal rates in the first valuation 
was warranted in any event. The higher incidence of withdrawal 
during the war years 1942-43 was discarded as obviously atypical, 
The reductions introduced were as follows: 20 percent for the first 
year; 30 percent for the second year; 20 percent for the third year; 
and 15 percent for the fourth and subsequent years. 

Table 17 summarizes a number of withdrawal studies broken down 
according to three periods of experience: before 1942, 1942-43, and 
1944-46. For each period expected withdrawals were computed by 
the rates (converted to a calendar-year basis) of the 1938 and 194] 
valuations on the one hand and by the revised rates of the 1944 and 
the 1947 valuations on the other. Rates of withdrawal during the 
first 2 years of employment ran higher in 1944-46 than in 1942-43 
with the reverse being true for withdrawals in later years since entry. 
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Taste 17.—Actual and expected withdrawals for entrants in 1938-46 


[All ages at entry combined] 


Expected withdraw- | Expected withdraw- 










































































als under assump- als under assump- 
tions of 1938 and tions of 1944 and 
Calend: Actual 1941 valuations 1947 valuations 
ae m4 | Number of | number of | _ "Tile. ee 
Je awal) employees with- 
withdrawal| drawals | Percent | | Percent 
| | | | Number | of actual | Number | of actual 
| expected to expected to 
| expected | expected 
Les wit seme. Se ent S 
First year of experience 
1938-41 | 1, 165, 400 | 506, 200 586, $00 86 418, 800 121 
1942-43 1, 822, 200 956, 800 | 895, 000 107 640, 500 149 
1944-46 | 2, 103,600 | 1,263,400 | 1,047, 300 | 121 748, 100 169 
Second year of experience 
193941 345, 400 83, 200 129, 100 64 105, 100 7 
1942-43 759, 100 304, 100 280, 400 108 228, 400 133 
194446 1, 167, 400 468, 100 428, 300 109 348, 700 134 
Third year of experience 
1940441 168, 600 31, 200 41, 400 75 29, 800 | 105 
1942-43 276, 300 91, 300 67, 800 | 135 | 48, 800 | 187 
1944-46, 908, 400 205, 400 218, 900 ot | 158, 000 | 130 
Fourth year of experience 
| | 
1941 59, 200 9, 700 10, 700 91 7, 900 123 
1942-43 138, 300 40, 200 25, 000 161 18, 400 218 
194416 774, 300 144, 000 138, 800 104 102, 800 140 
Fifth year of experience 
1942-43 103, 900 25, 800 12, 900 200 10, 900 237 
194446 517, 200 89, 800 64, 300 140 54, 400 165 
Sixth year of experience 
| 
1943 36, 100 8, 800 3, 600 | 244 3, 100 284 
eeibiediok 194446, 291, 600 44, 500 29, 500 | 151 25, 000 178 
! 

















es.—(1) Data based on a 4-percent sample. Because of rounding, some percent ratios in this table 
slightly different from corresponding figures published elsewhere. (2) The expected withdrawals 
nputed according to calendar-year withdrawal rates derived from service-year rates summarized in 
able 13. (3) A more detailed presentation on a 4-percent sainple basis may be found in tables A-18 and 
A-|9 of the 1946 annual report, and A-13 of the 1949 report. 






Even though actual withdrawals during 1944-46 ran very much in 
excess of what was indicated by the rates of the third valuation, it 
was not considered advisable to introduce higher rates on account of 
that atypical experience during a period characterized by unusual eco- 
iomie conditions and by a scarcity of labor. Instead, it was decided to 
retain the withdrawal rates of the third valuation, since at that time 
the magnitude of the rates of withdrawal were known to have little 
effect on the results of a valuation. For example, in the first valuation 
alternate calculations were made in which the first withdrawal rates 
were double the other. Yet, the change in over-all costs was negligi- 
l. This was so because withdrawing employees before the 1951 
amendments had a vested right to a deferred annuity regardless of 
3344—53—pt. 127 
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the amount of service they had to their credit at the time of wi, 
drawal. 3 
The situation referred to above was radically changed as 9 rosy); 
of the amendments of 1951 which eliminated benefits under the Ryj. 
road Retirement Act proper with respect to less than 10-year mye 
However, for purposes of the 1951 amendments, the Board had y 
tabulations or other material which could serve as a basis for ny 
withdrawal studies, since such studies require extensive tabulations 
which are prepared only in connection with the triennial valuations 
The only choice left was to use the same withdrawal rates as in the 
fourth valuation. : 
Because of this added importance of the assumptions regarding 
withdrawal rates, the Board made a thorough investigation of the 
withdrawal experience during 1947-49. The results of this study 
are summarized in table 18. 
The high ratios of actual to expected withdrawals indicated that 
the actual rates of turnover in recent postwar years were much in 
excess of the rates assumed in the preceding two valuations. Even 
though the experience of 1947-50 may prove to be atypical in the long 
run, the Board decided to increase considerably the early rates of with- 
drawal for purposes of the fifth valuation. The percentage increases 
which were applied to the fourth valuation rates are shown below: 





{| 
Duration (service year) Tonniep Duration (service year) — “ 
i} = 
0 is Ae t 
ase | 25 || 7-.- 4 
a | 20 || 8.- 2 
Rescconeehe 16 || 9 
= 13 || 10 and over_-_--- 
Divcincicnabinauccos bein 10 || 
| 


A set of representative new rates (for age at entry 28) is shown in 
the last column of table 16; a full set of the new rates may be found 
in table A-19 of the 1952 annual report of the Railroad Retirement 
Board. The assumption of higher withdrawal rates was, of course, 
one of the factors which brought down the cost calculated in the fifth 
valuation as compared with the earlier estimates for the 1951 amend- 
ments. 
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_Summary of withdrawal investigation for calendar years 1947-50 





















































7) TaBLE 15. ; 
with. Ta among entrants in 1942-49 
ry] y PS ot iF Zz wit nh ‘i ¥2 Tks: & 
eslut Expected withdrawals 
Rail. under assumption of 
1 z | | peered | 4th valuation 
nel - ot ene Year of ex-| Man-years|; number |— pnemeee stint a 
id no Year of entry } perience | exposed of with- | pynected 
) | drawals | sate | Percent of 
ney | of with- | 2¢tual to 
tons | | drawals | expected 
. | 
Lions, athens et : 5 eh oon anni 
n the Withdrawals in calendar year 1947 
ding 47 : Ist | 398,150 | 214,200} 144, 450 | 148.3 
une es Sion Se cane ae | 203, 875 | 71, 475 | 59, 700 | 119.7 
f the 1045 3d 190, 675 | 40, 800 36, 400 112.1 
; oA | 4th 177, 875 | 34, 650 23, 800 145. 6 
study oe | 5th | 221, 725 | 37, 550 23, 000 163. 3 
Total | 4, 187,300 | 398, 675 287, 350 138.7 
that 7 eB a Se ein 
ch In Withdrawals in calendar year 1948 
Even — 
: long 1948 SE tae Ist 320, 300 156, 575 117, 550 | 133. 2 
aye ios? Pe A  ¥e 178, 600 64, 125 53, 075 | 120.8 
With- 1948 | gee ee enna 3d___. 131, 575 30, 000 25, 325 | 118.5 
aces 1048 ; see ck naan ah eel 149, 425 | 28, 275 19, 975 | 141.6 
vat 1044 - spate abla eei bite Ticansvs 142, 600 24, 625 14, 825 | 166. 1 
W: _ remem anes a 
Motel... -.acocedeeeien>aenabtines — 922, 500 303, 600 230, 750 131.6 
entage Withdrawals in calendar year 1949 
TeAS 
! 
149...---- Gee co ect ded WReenes 172, 150 101, 650 63, 375 160. 4 
1948 , OIE. cao ba ey Soa ss 163, 550 78, 550 48, 625 161.5 
1047 saa cshabad pe ie 113, 425 32, 350 22, 000 147.0 
1946 ieee ieee ol ae 101, 375 25, 375 13, 450 188.7 
195 wos een Mee vic aee | tes 120, 700 25, 575 12, 425 205. 8 
Total Babee ties". ht nappa apes 671, 200 263, 500 159, 875 164.8 
wh in Withdrawals in calendar years 1947-49 
found 
sa bla 147-49 885, 600 472, 425 325, 375 145. 2 
pment 1046-48 546,025 | 214, 150 161, 400 132.7 
ourse 145-47 435, 675 103, 150 83, 725 123. 2 
ae 14-46 428, 675 88, 300 57, 225 154.3 
> fifth 1043-45 | 486, 025 87, 750 50, 250 174.6 
nend- Total... ... .. ce debe bee od ee ees 2 2, 781, 000 965, 775 677, 975 142.4 





Nore.—Inflated from a 4-percent sample. 


Evaluation of the Board’s assumptions.—Withdrawal rates vary 
widely as between retirement systems, and even vary quite markedly in 
the same system in different years. The variation is due to the fol- 
lowing reasons: 

1. General economic conditions: If conditions are good, and em- 
ployment is easily obtained, there is apt to be considerable migration 
of workers seeking “greener pastures”; this is in addition to normal 
turn-over. If conditions are bad, employees are less apt to quit of 
their own volition, but the employer may have to cut down his force. 

2. Type of industry : There is normally less turn-over among skilled 
and white-collar workers than among unskilled workers. There is 
probably less turnover in those industries where pay scales are above 
the national average than in industries with low pay scales. 


~ Cr 
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For these reasons there is a great deal of judgment involved jy 
selecting a set of withdrawal assumptions which it is believed wil] } 


pe 
typical of average future experience in good times and bad. For tip 
same reasons, it is undesirable to place too much reliance on with, 
drawal experience of other industries, or even on an industry’s ow) 
experience in times which are judged to be nontypical. ; ' 
For illustrative purposes, and subject to the limitations inherent jy 
the discussion above, the withdrawal rates assumed by the Board jy 
the fifth valuation for employees hired at age 28, which is considered 
the typical hiring age, are compared in the table below with the with. 
drawal rates assumed by the Civil Service Retirement System, 4 
rough estimate of the actual withdrawal rates experienced by the 
Railroad Retirement System for the years 1947-50 is also shown. 


Comparative rates of withdrawal per 1,000 employces per year 
[Age at entry: 28] 


retirement | mate rail- 
assump- | road retire 


Railroad sa 
r 


Duration 





tions ment ex- | 


Civ 
Service 
tir 

f 


for 1950 perience, 
valuation | 1947-49! 
| 
0.- See. socceeuaes Seek 661. 23 539 | 83 
Dad Gpnwhihiyah wnndeninigadwtemaubduiboirnsaihewsanaeenaid eaeen 260. 84 393 124 
Si : cn aa 89. 20 | 136 | 
10 . Scimhae fain soem 43. 83 (2) 3 
OS ce Scare a oa aD ek 30.04| = (2) 16.6 
TR sa ; meseee caubiacieel 22. 85 | (2) 11.9 
25... ws a ° itakmsocucer ‘ {Sb chenaen | 18. 43 | () 77 
Eh bien ec te Relieas sicb NR cRS shite Miadiiniesixccncandibietias 15. 45 | 6) 49 





! Actual experience is understated because experience is on a calendar-year basis. 
2 Not available. 


In general the rates of withdrawal assumed by the Railroad Retire- 
ment System are about double the corresponding rates assumed for 
the Civil Service Retirement System. This characteristic can be 
readily rationalized at the short durations, but it is difficult to explain 
why such high rates of withdrawal should persist after 25 or 30 years 
in railroad employment. 

The investigations of actual withdrawal experience covering the 
period 1942-46 indicated substantially higher turn-over during the 
first six calendar years of employment than assumed in the valuation 
rates. Because of war and readjustment problems this experience 
has been considered by the Board as unsuitable as a basis for establish- 
ing valuation assumptions. The Beard has recently completed a with- 
drawal study covering the calendar years 1947-49, again limited to the 
first five calendar years of service. In general the experience indicates 
that during the 3-year period, the number of withdrawals was 42.4 per- 
cent above the number expected according to the rates assumed in the 
third and fourth valuations. Withdrawals were lightest in 1948, 0 
which year the actual number of withdrawals in the first five calendar 
years of employment equaled 132 percent of the number expected. 

he experience for 1949 should be discounted somewhat due to the 
marked decrease in railroad employment between 1948 and 1949. In 
1948 the average number of employees in service during the year Wis 
1,558,000. In 1949 the corresponding number was 1,403,000. This 
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i0-pereent curtailment in employment probably resulted in abnormal 


be withdrawal experience. ; 
the Conclusions—For the fourth valuation, and subsequent _ cost esti- 
th. mates, the Board used withdrawal assumptions which were in general 
~ based on experience of 1941 and before. These assumptions were 


higher than those of many other systems, but actual experience in the 
last decade tends to indicate that even these assumptions are too low, 
at least for the first 10 years of employment. 

The Board’s assumptions for years beyond the tenth are based on a 
{percent sample which may not be as satisfactory at long durations 
as at shorter durations, because of the smaller numbers of employees. 
It seems problematical whether withdrawals in the future will be as 
numerous as assumed at those higher durations. 

For the fifth valuation, the Board increased the assumed withdrawal 
rates of the first 10 years of service, but did not change the previous 
assumptions for periods over 10 years. 

We would be inclined to decrease the assumed withdrawals at the 
lnger durations. The effect of a moderate decrease in withdrawal 
assumptions at the longer durations might be a net increase in the 
estimated cost of the system by 0.1 percent to 0.2 percent of taxable 
payroll. 





Service patterns 

Significance of assumptions.—By service pattern is meant the as- 
sumed average number of months of service to be rendered by an em- 
ployee in each successive year between his date of employment and the 
year of his final withdrawal, retirement, or death. 


ns, Annuities under the system are based directly on the number of 
months of credited service. Hence, the service pattern provides, in 
conjunction with the assumed rates of compensation and of retire- 
vee A Bent, the basis for estimating the amount of the annuity which will be 
for Mag Payable upon retirement. The service pattern also is the basis for 
be oe the number of years after entry into the system required 
ain a? a the 10 or 20 years of credited service required for an an- 
‘are Ha nuity. 
” The service pattern, in conjunction with the assumed rates of com- 
the gq e'sation, is also the basis upon which is estimated the annual taxable 
the (aq CMpensation of employees in each year of employment. The lower 
ion aq “e assumed number of months of employment per year, the lower 
nee qa "ll! be the assumed taxable payroll for continuing employees. Also, 
; under the Board’s assumption of a fixed total tax ble payroll, the 
sh pti ed able payroll, 
ith. gg ower the taxable compensation of continuing employees, the greater 
the gg! be the number of new entrants implicitly assumed. An increase 
ates aU the number of new entrants has the effect of reducing the cost of the 
Der system. Thus, the lower the number of months of employment as- 
the awed in the service patterns, the lower will be the estimated cost 
st of the system. 
Sa The cost effect of service patterns depends not only upon their 
ted, Mag cueral level, but also upon the changes assumed in the number of 
the (gg Mouths worked from year to year. Costs will be lower if it is as- 
In wed that the same number of months will be worked in each year 
vas if it is assumed that the number of months of work will increase 
Phis from year to year. This is because under the level service pattern a 


seater proportion of the contributions will be received earlier, more 
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interest will be earned on such contributions, and the gains resulting ¥ 
from death or withdrawal prior to eligibility for benefits wi|j }, a yea 
greater. to en 
Assumptions adopted by the Board.—Since annuities under thp if pe 
Railroad Retirement Act are directly related to the length of credit. Tabl 
able service, the actuarial valuations must include, among others, gy can € 
assumption regarding the average number of service months per. Th 
formed by employees in particular years following their entry into the 9 for t! 
railroad industry. Studies of service patterns led to the conclusioy servi 
that the average amount of service depends mainly on the duration fourt 
since entry and that the variations by age at entry are rather insig. How 
nificant. For that reason, the same average service months by dura. assunl 
tion were assigned to all ages at entry. The assumptions regarding te © 
the service patterns used in the five actuarial valuations are shown iy 9g !!20 
table 19. Ew 
exper 
TABLE 19.—Service patterns assumed in the actuarial valuations of the Railroad anea 
Retirement System conne 
{Number of service months in the year] the as 
mee as - The 
OF 1938 valua- | 1941 valua- | 1944 valua- | 1947 valua- | 1950 valys- years 
Year after entry tion | tion | tion tir ”" n SE 
ee eee study 
First rece cetl taae 11.0 5.0 6.0 6.( eween 
Second - . re. Seheknded 11.0 | 7.0 | 7.0 7.0 7.5 contin 
Third... , Pibieh athe ikntetbndbinas 11.0 | 8.0 | 7.5 7.6 R5 li 
SN ali ns Ria te AR all ld 11.0 | 9.0 | 8.0 8.0 10 studie 
PER. Sinem ss : énie hein ie inbeteninine Stith 11.0 | 10.0 8.5 | 8.6 4 1949 
Sixth. _.. lima ea tivietiiaia ely 11.0 11.0 9.0 9.0 05 a F 
Seventh. antaekbeecdos 11.0 | 11.5 | 9.5 9.§ 15 10 yee 
Eighth_.. ne 3 11.0 11.5 10.0 10. ( 10.0 
Ninth. ..... ; ook 11.0 | 11.5 | 10. 5 ! age Nt 
Tenth 11.0 11.5 | 11.0 from 
Eleventh... . Limeum 11.0 11.5 | 11.5 11 
Twelfth ____- j sicwasbebéngoeed 11.0 | 11.5 | 11.5 11.8 11.0 ations 
Thirteenth __- i ahaa gutneenisintassnihtindie 11.0 11.5 | 11.5 1 l alias 
Fourteenth _- evivadée perce aes 11.0 11.5 11.5 1 i appeal 
eae iatindin «hie bie 11.0 11.5 | 11.5 | 11 11.0 to all ¢ 
ee, a a a Se 11.0 11.5 | 11.5 11 11.5 : 
ae 2 ae — ab Con. 
| Me indica 


Nores.—(1) Withdrawing mene were generally assumed to perform in the year of withdrawal 4 of 
the service attributable to the whole year. are re: 
(2) Data on actual service months in selected calendar years may be found in tables A-21, A-22, and A-B 
of the 1946 annual report, of the 1949 report, and in A-20 of the 1952 report. assume 
(3) For purposes of this table, years since entry are defined as multiples of 12-month periodsy ous er 
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As stated concerning assumptions about withdrawal rates, the third, 
fourth, and fifth valuations introduced the concept of permanent with- 
drawal according to which withdrawals with subsequent return to 
work were considered as nonterminated employees for purposes of 
developing withdrawal rates. The same procedure was followed with 
respect to service patterns. In consequence, the service patterns as- 
sumed in the third, fourth, and fifth valuations may be said to be re- 
lated to employees who actually worked in a year as well as to em- 
ployees absent during the year but who returned to work at some later 
date. The average service months per year assumed in the last three 
valuations would therefore be lower than for continuous employees 







Emplo 


considered separately, It should be pointed out, however, that the Naty 
third and fourth valuations used as a guide the service patterns de- Hi the det 
veloped for continuous employees only since the distributions for BB comper 
continuous and noncontinuous employees during the war years Wel? BM prospe 
highly irregular as a result of the very high rate of turn-over. nthe 
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The average service months assigned to employees withdrawing in 

_ year were generally taken as one-half of the average service assigned 
‘o employees Who remained in the labor force (subject to the definition 
f permanent withdrawal) at the beginning of the succeeding year. 
Table 19 does not show figures for withdrawing employees since they 
n easily be derived from the figures for the full year. 
The fifth valuation developed new service patterns based on data 
forthe years 1947-50, Ascan be seen from table 19, the newly assumed 
ervice months for the first year since entry are the same as in the 
fourth valuation. From the second to the sixth years, they are higher. 
However, the ultimate level of 11.5 service months per year is now 
assumed to be reached in the sixteenth year since entry, rather than in 
the eleventh. The effect of the change in the service patterns is of 
minor financial consequence. 

Evaluation of the Board’s assumptions.—There is no service pattern 
aperience outside the railroad industry sufficiently similar to permit 
jmeaningful comparison. Thus, the assumptions of the Board in this 
wnnection must be evaluated solely in terms of the agreement between 
the assumed patterns and actual experience. 

The Board has recently studied the actual service experience of the 
years 1947-49 with respect to employees entering after 1937. This 
study indicates that there continues to be a substantial difference be- 
tween the pattern developed from all employees, and the pattern for 
continuous employees. This difference is not as extensive as in prior 
studies covering the war period, but it continues to be substantial. In 
149, for example, the average number of months worked in the first 
\) years of employment, by continuous employees, exceeded the aver- 
age number of months worked by all employees by an amount ranging 
from 1.1 to 2.4 months. Since the service patterns used in the valu- 
ations are applied to all employees, whether continuous or not, it would 
appear desirable to base the assumption upon the experience applicable 
toall employees. 

Conclusions—The most recent experience covering all employees 
indicates that the service patterns assumed for the fifth valuation 
are reasonably in line with probable actual future experience. The 
assumed service months are greater than those worked by noncontinu- 
ous employees and fewer than those worked by continuous employees. 
Itisa matter of judgment as to whether patterns adopted for all em- 
ployees should more nearly follow the actual experience of discontinu- 
ous employees or of continuous employees. We would have been 
inclined to adopt slightly lower service assumptions for the third to 
the fifteenth years with a consequent very small reduction in estimated 
costs. However, since it is a matter of judgment and of familiarity 
with the railroad industry, we are in this case inclined to defer to the 
judgment of the Board and go along with the adopted patterns, par- 
ticularly since any reasonable change in service assumptions would 
have only a slight effect on costs. 


Employees’ censuses 


Nature of employees’ censuses.—The valuations of the system require 
the determination of the value of the prospective benefits and taxable 
‘ompensation with respect to active employees as well as the value of 
oes benefits with respect to inactive and former employees. 

nthe basis of the various assumptions as to rates of withdrawal, mor- 
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tality, disability, and retirement, and with respect to service patterns 
salary scales, and family composition, the Board constructs facto 
representing the per capita present values of the various retirement 
and survivorship benefits as well as of prospective taxable compens)- 
tion. Separate factors are constructed for each age-at-entry and eae: 
duration-since-entry group. In the course of the valuation the pe 
‘apita factors are multiplied by the number of employees in the re. 
spective entry-age and duration groups. It is the purpose of the 
censuses to furnish the number of employees in the railroad popula. 
tion, so classified. The censuses also are used to adjust the estimates of 
prospective benefits based upon the assumed service patterns ayd 
salary scales so as to reflect any differences between the theoretical and 
the actual amounts of credited service and compensation experienced 
prior to the valuation date. 

In addition to the census of active employees censuses covering 
inactive, retired, and deceased employees and beneficiaries receiving 
survivorship benefits are required fay a valuation of the system. _ 

Methods adopted by the Board.—The liabilities on account of future 
benefits which are developed in the course of a valuation are related 
to former, present, and future employees. The former employees ar 
those who have already died or retired, as well as those who left the 
industry before the valuation year, but were still known to be alive 
and not retired as of the date of the valuation. Except for the firs 
valuation, the present employees have been defined as those who ren- 
dered service Sovie the valuation year and who were known to be 
alive and not retired on the last day of the year. The censuses 
described here are usually referred to as (1) retired and decease 
employees, (2) inactive employees, and (3) active employees. 

The first valuation included in the active census, only employees 
presumed to be in active service on December 31, 1938. ‘The censuses 
for the later valuations included all employees who worked in the 
valuation year and who were alive and not retired on the date of the 
valuation. Because of this change in the definition the active censuses 
of the 1941, 1944, 1947, and 1950 valuations are not comparable with 
the active census of the 1938 valuation. The average numbers of en- 
ployees for those valuation years as recently revised were as follows: 
1,093,000 for 1988, 1,322,000 for 1941, 1,670,000 for 1944, 1,598,000 for 
1947, and 1,421,000 for 1950. 

The age distribution of the employees included in the active 
censuses is shown in table 20. The valuation reports contain other 
break-downs such as attained age and length of service, or age at 
entry and duration. Table 20 shows the numbers and proportions of 
employees with less than 10 years of service who constituted more 
than one-half the total number of employees who worked in the val: 
uation year. The reason for including less-than-10-year men in table 
20 to the exclusion of other service groups is that it gives some indi: 
cation of the effect of the 10-year service requirement introduced by 
the 1951 amendments. It should, however, be remembered that the 
percentages of less-than-10-year men shown for the 1941, 1944, 1, 
and 1950 censuses are not representative of the permanent railroad 
labor force. In a census of employees at work on any particular day the 
percentage of men with less than 10 years of service would have beet 
very much smaller. The short service group consists of recent entrants 
and large numbers of casual employees. Another fact to be kept 
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ind is that a considerable proportion of active employees with less 


US, m . . ‘ ° ° 
IPs than 10 years of service will remain with the industry and thus in 
nt time qualify for benefits under the Railroad Retirement Act. 


Taste 20.—Active employee censuses used in the actuarial valuation of the 
Railroad Retirement System—Age and service distribution 
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nd or 0 5,444| 9,700! 328,300! 114, 700 | 57, 200 
| tn 24. 31, 307 276,300 | 297,000} 328, 700 | 236, 500 
‘ed a supe aki 59,697 | 231, 400 299, 400 288, 100 | 237, 600 
pind pe... | 106,768 | 202, 200 311, 300 256,400 | 222, 500 
+ 39 -----| 150,410 | 217,800 | 313, 100 237, 900 | 206, 000 
ne to 44 169, 191 230,000 | 351,800 | 249, 800 | 205, 100 
is 5104 4 j | 176,402 | 227,400 | 310,200 | 254, 100 | 221, 000 
ng Sin ae : 163,721 | 197,200 | 275,000 | 234, 200 211, 200 
7 es ty BQ ; 123, 751 163, 000 229, 600 | 208, 300 | 188, 000 
ei ths ak. Saas ; : 79,562 | 102,000 148, 300 145, 400 146, 300 
Ire ; | 24, 728 | 35, 400 55, 700 | 54, 400 61, 100 
| 3, 024 | 5, 000 10, 000 | 11, 100 12, 700 
ted 516 1, 400 1, 100 | 2; 600 | 2, 100 
are Total _ ...---| 1,094,521 | 1,978,800 | 2,930,800 | 2,385, 700 2, 007, 400 
the 
lve Employees with less than 10 years of service 
e])- Under 20 swale . me (4 89, 700 328, 300 | 114, 700 57, 200 
= to 4 tech Se ah ei. (1) 276, 300 297,000 | 328, 700 236, 500 
) be % to 29 eeiap cae wet (!) 227, 100 298, 500 286, 900 237, 000 
0 to 34 Jdehe~ Shon () 156, 800 | 293, 100 | 238, 600 202, 900 
Ses 35 to 39 Ae sae . (1) 120, 600 247,700 | 184, 200 | 155, 300 
se] 4) to 44 Pert aectcex (1) 93, 900 233,800 | 150, 000 122, 400 
ner 45 to 49 . sete itatael (!) 66, 100 160,800 | 114, 300 96, 900 
i to 54 y peek shoo () 40, 600 114, 700 | 75, 600 64, 100 
=" 5 to 59 piace s | se, O) 27, 400 78, 000 | 54, 800 39, 800 
yees 8 to 64 Saco (1) 16, 700 37, 900 | 25, 300 | 24, 200 
1ses & to 69 Aes ebhs2 | (4) 10, 300 | 18, 000 9, 200 7, 500 
: 0 to 74 he a aaa () 2, 500 | 2, 800 3, 200 | 2, 200 
the tand over ER EF ae RS Sekt ) 1, 100 | 400 | 900 400 
the Total es _..| 172,900 | 1,129,100 | 2,111, 000 1,586,400 | 1, 246, 400 
1180S Percent of all ah hie 15.8 | 57.1 | 72.0 | 66. 5 62.1 
° | | | 
vith eae: tee re = a ——- = 
em- Not available in convenient form, 
x Norgs.—(1) Except for the 1938 figures, all others are based on 4-percent samples. (2) The 1938 census 
WS: relers to employees at work on Dec. 31, 1938, while the remaining censuses include all employees who worked 
for inthe year and Who were alive and not retired on the valuation date. The censuses of the 1941, 1944, 1947, 
nd 1950 valuations are, therefore, not comparable with the 1988 census. (3) he numbers and percentages 
' ss than 10 years of service shown for the 1941, 1944, 1947, and 1950 valuations are much greater that 
e what would have been shown for employees at work on any particular day. Furthermore, considerable 
tive proportions of short-service employees are expected to remain in the industry and thus qualify for benefits 
ther under the Railroad Retirement Act. 
e at Table 21 shows the composition of the inactive censuses on the five 
sof MM valuation dates. Here again, the numbers with less than 10 years of 
ore MMM service are given whenever available. With the exception of a rela- 
val tively small number of returns to service, all the inactive employees 
able HM with less than 10 years of service will, of course, be ineligible for bene- 
ndi- iM fits under the 1951 amendments. 
| by The active census for the fifth valuation comprised 2,007,400 em- 
the MM ployees who worked in 1950 and who were alive and not retired at the 
ri ° ° mao . 
41, end of that year. This compares with 2,385,700 employees in the 1947 
oad census. As can be seen from table 20, the drop of 378,300. from 1947 
‘eM to 1950 occurred mainly in the less-than-10-years-of-service group. 
veel HA The number of the employees with 10 or more years of service in the 
unts @M valuation year remained almost the same (799,300 in 1947 as against 
itn 


161,000 in 1950). Since, generally, benefits to active employees cost 
more than the normal rate for new entrants, the smaller active census 
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of the fifth valuation contributed toward a reduction in the calculated 
costs. 

As could be expected, the number of inactive employees (exclysiy, 
of those retired) was larger in 1950 than in 1947. A glance at tab) 
21 shows that the net increase amounted to 925,500. Only slight}; 
more than 1.5 percent of all inactive employees as of the end of 195) 
had 10 or more years of service. The remaining 98.5 percent wil] not 
be eligible for benefits under the Railroad Retirement Act unless they 
return to the railroad industry and acquire a total of at least 10 years 
of service. For purposes of the fifth valuation, full recognition was 
given to the liabilities arising on account of the more-than-10-yegp 
men in the inactive census, and only partial liabilities were sei up 
against the possibility that some of the inactive employees with at 
least 5 but less than 10 years of service will eventually become eligible 
for benefits under the Railroad Retirement Act. To be more specific 
the assumptions regarding the portion of liabilities calculated without 
a 10-year service requirement which ought to be provided for in the 
fifth valuation ranged from 10 percent for the 5 years of service group 
to 70 percent for the 9-year men. No liabilities except for the residual 
benefit were set up with respect to inactive employees with less than 5 
years of service. For the more-than-10-year men in the inactive 
census, the liabilities calculated on the basis of service to the valuation 
date (end of 1950) were moderately increased to allow for some future 
railroad service which some of these employees may acquire. 

The method of setting up liabilities for inactive employees in the 
fifth valuation was in conformity with the general 10-year-seryice 
requirement introduced by the 1951 amendments. All inactive em- 
ployees who will never acquire 10 years of railroad service will receive 
credit under the Social Security Act for whatever railroad service 
they do have. In the vast majority of cases, their railroad retirement 
annuity would have been negligible in any event. It might also be 
mentioned that liabilities on account of possible residual benefit pay- 
ments under the Railroad Retirement Act were set up for all inactive 
employees regardless of their length of service. 


TABLE 21.—/nactive employee censuses used in the actuarial valuations of the 
Railroad Retirement System—Age and service distribution 




















1947 valuation 1950 valuation 

Age in valuation 1938 val- | 1941 vel- | 1944 val- | wr & | With Jess th lose 

year uation | uation | uation | gy om. \“then't ae. | ut nig = 
ployees yeer of | ployees | yesrof | yearsol 

Service | ser ser 
Under 20. 32, 000 10, 000 169, 600 156, 500 147, 700 25, 000 24, 300 25, 008 
20 to 24 270, 100 166, 000 598, 300 | 895,200 | 821,800 | 768, f00 | 61, 208 78, 6 
25 to 29 231, 900 239, 500 613,700 | 963,300 | 871, 400 It, 207, 400 | 1, 040, 50 207, a 
30 to 34 160, 900 161, 300 463,100 | 809,600 | 655, 400 |1,058,000 | 861,809 | 1 ” 
35 to 39 127, 600 121,100 | 337, 400 602, 900 473,900 | 824,100 | 637, 400 mt 
40 to 44 104, 700 96, 800 261, 900 465,900 | 354,900 | 619, 400 465, 000 fa a) 
45 to 49 71, 100 73, 600 191, 200 | 367, 100 273, 400 | 473, 100 | 344, 30K 454, 000 
50 to 54 42,000] 48,400 | 133,300 | 249,600 | 184,400 | 248,800 250,000 310," 
55 to 59___. 30, 000 35, 700 94, 100 176, 500 | 126, 800 232, 500 165, 000 218, 
60 to 64__ 11, 000 | 18, 400 | 51, 000 107, 000 | 74,000 | 152, 000 s lat WK 
65 and over 2, 900 | 17,700 | 39, 700 112, 300 | 71,600 | 122, 500 04, 7K 117, 
- pa —————EE fe = om eel - - 
Totsl .---|1, 084, 200 | 988, 500 |2, 953, 300 |4, 905, 900 | 4, 023. 300 |5,831, 400 4, 682,400 | 5, 740, #0 
Percent of total____.. 80 %4 


Nores.—(1) Except for the 1938 figures, all others ere based on 4-percent samples ) M re det - 
data may be found in tables A-3 of the 1940 annual report, A-23 of the 1943 report, A-28 of the 1946 repert, 
A-I7 of the 1949 report, and A-23 of the 1952 report. (3) A distribution by both age and service s et 
available for the 1938, 1941, and 1944 valuations, 
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Evaluation of the Board’s methods—The employee censuses, as 
sonstructed for the valuations, deviate from usual actuarial techniques 
in two respects: (1) the use of a sample instead of the entire popula- 
tion, and (2) the inclusion in the active census of individuals who 
terminate in the valuation year, other than by death or retirement. 

The Board has tested the accuracy of the sampling method by 
comparing data tabulated from two separate 2-percent samples and 
has found that these separate samples resulted in sufficiently similar 
results to confirm the accuracy of the 4-percent sample. 

The inclusion in the valuation of employees who withdraw in the 
valuation year would ordinarily result in an overstatement of costs. 
However, the factors applied to the census population have been ad- 
justed to reflect a robability of withdrawal in the valuation year. 

Conclusions.—The censuses are ees constructed. The accuracy 
of the active-employee census could be improved by eliminating there- 
from employees withdrawing in the year of valuation. Time factors 
may make it impracticable to make the suggested modification, since 
the fact of withdrawal in any year is not established until service 
records for the succeeding year are available. 

Family composition 

Significance of assumptions.—Assumptions with respect to family 
composition are the basis for estimating the costs of the survivor bene- 
fits provided under the Railroad Retirement System. Assumptions 
are required with respect to the proportion of employees and annui- 
tants who will die at each age and be survived by classes of survivors 
entitled to immediate or deferred benefits, the average number of 
such survivors and their average ages. Also required is a remarriage 
table for the valuation of the benefits payable to widows during 
widowhood. 

The estimated level cost of the survivor benefits exclusive of the 
residual payment under the system is 3.00 percent of taxable payroll. 
The Board has estimated that the credits which it will receive under 
the interchange arrangement from the OASI trust fund on account of 
urvivor benefits are equivalent to 2.54 percent of taxable payroll. 
Hence, the net cost to the Railroad Retirement System of benefits 
affected by family-composition assumptions is estimated at approxi- 
mately one-half of 1 percent. The cost effect of any reasonable modi- 
ication of the Board’s assumption would be quite small. 

Assumptions adopted by the Board.—Under the old 1937 act, before 
the 1946 amendments, the only death benefit available was a lump sum 
equal to 4 percent of the total creditable compensation earned after 
1936, less any benefits which the deceased employee actually received 
under the Railroad Retirement Act. The lump sum was payable to 
specified survivors or to the estate. For a death benefit of this type, 
there was obviously no need to go into the question of family compo- 
sition. 

The 1946 amendments introduced survivor benefits of the social- 
‘curity type. Monthly annuities were payable to specified survivors 
and an insurance lump sum was payable upon the employee’s death, 
provided there were no survivors entitled to immediate monthly bene- 
lit. In order to calculate liabilities on account of the newly introduced 
survivor-insurance benefits, the fourth valuation had to Teveen a set 
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of family-composition factors applicable to railroad employees, 4; 
the time this part of the valuation was being prepared, the Board haj 
extensive family-composition statistics based on _ survivor-benef; 
awards during the calendar years 1947-48, These data were utilize 
in the derivation of family-composition factors for valuation Purposes 
The factors used in the fourth valuation, as well as in the cost esti. 
mates for the 1951 amendments, are presented in tables 22 and 23 


TABLE 22.—Family-composition factors used in the 1947 actuarial valuation 94 
the Railroad Retirement System—Marital and parental status 








Proportion married 
— SS SS eee Proportion 
Age of employee at death ! roi Young — Proportion 
: it widows Aged | was sit 
Total children without widows | Children 
children 
Percent ercent Percent Percent | Percent 
Under 20 12.4 2 5.2 (2) | 2 
20 to 24... be 33.0 20.9 | 12.1 (2) 1.1 
25 to 29 61.8 45.9 15.9 (2) 4.8 
30 to 34 67.1 50.9 16.2 were 6.6 
35 to 39 68.0 | 48.3 | 19.7 (2) 6.0 
40 to 44 met 45.0 27.7 (2) | 3.5 
45 to 49 73.9 34.6 39.3 (2) 2.7 
5) to 54. _. cad 78.5 24.9 52.8 0.8 
55 to 59. _. . P 79. 2 | 14.9 61.1 3.2 
60 to 64 78.3 7.7 57.8 12.8 
65 to 69 __. 7.3 3.7 41.4 32. 2 
70 to 74 . } 72.6 | 1.4 22.0 49.2 
75 to 79 _. | 63.3 1.0) 10.9 51.4 | (? 
80 to 84 | 50.5 se 5.6 44.2 | @ 
85 and over es 35. 6 .2 2.5 32.9) (2 
| 











! Age last birthday. 
? Less than 0.05 percent. 


Note.—For a comparison with similar data derived from other sources, see table A-22 of the 1949 annual 
report 


TABLE 23.—Family-composition factors used in the 1947 actuarial valuation of 
the Railroad Retirement System—Average ages of survivors and average nun- 
ber of children 
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at death ! | 
Under 65 Under 65 | , ‘ 
All with without | Agee | an | Youneest 
children | children | ®®¢ Ver | com 
eS ke ee a ae 
| 

Under 20...........- 19.2 18.3 | Soe ----| 09 | 
Wi Me a 22.6 22.1 1.8 
5 BiB he nnenene =< 26.1 25.6 3.6 

“wee... 30.3 30.1 5.8 | 
SR Reices ak cdl 34.9 34.3 8.2 | 
MWe Wk... noosa 39.5 38.7 ee ee 10.3 | 
MOR oa kkk ob 44.2 42.7 WA Maes. 11.4 | 
OS SOE ‘ 49. 2 46.7 50.0 67.1 | 12.5 | 
ene .o 6cro kd 53.6 49.5 53.9 67.0 | 13.2 | 
COR. ac enis 58.3 51.4 57.5 66. 2 | 13.6 | 
OP sv acudtccanean 62.0 52.0 59.0 66.9 | 13.6 | 
WO cin cetescntcsn 65.6 52.0 59.2 68.9 | 13.6 

7500 70..;...--0.-2s-, 69.7 52.0 59.2 72.2 | 13.6 

Ot O:....-- 4 73.1 52.0 59.2 75. 2 | 13 6 | 
85 and over........_.. 76. 2 52.0 59. 2 | 77.6 | 13.6 | 

| 





1 Age last birthday. 
? Exact age on the date of the employee’s death. 


Nore.—For a comparison with similar data derived from other sources, see table A-23 of the 1949 an ausl 
report. 


—= a __  — 
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For purposes of valuing the survivor benefits, it was also necessary 
to have a remarriage table, since survivor benefits under the law are 
terminated upon the beneficiary’s remarriage. The table developed for 
the necessary calculations as well as the methods used in its construc- 
tion is presented on pages 5 to 18 of the Record of the American Insti- 
tuteof Actuaries, volume XX XVIII. 

More recent family composition data were developed by the Board 
in connection with the fifth valuation. These are shown in tables 24 
on of HE and25. A comparison between tables 24 and 22 on the one hand, and 
tables 25 and 23 on the other, indicates that the family composition 
data used in the fifth valuation are substantially the same as those 
assumed for purposes of the fourth valuation. One change of some 
significance that was introduced was a modification in the mortality 
rates assumed for aged widows. The Board developed a new mortality 
table for women which roughly corresponds to the actual mortality 
axperience of widow beneficiaries during the years 1948-50. The new 
death rates for ages 65 and over are much lighter than those used in 
the construction of the Revised American Remarriage Table. As a 
result, the value of a life annuity at age 65 was increased by some 11 
percent with a corresponding increase at the older ages. This, of 
curse, increased the calculated costs of aged widows’ annuities to 
some extent, aside from the increase resulting from the higher benefit 
amounts. The new mortality and remarriage table for widows age 
65 and over appears as table A~36 of the 1952 annual report of the 
Railroad Retirement Board. An analysis of the mortality experience 
on which the new table is based is shown in table A-34 of that report. 


Taste 24.—Family composition of insured railroad employees who died in 
1949-50 "—Marital and parental status 

















Percent married Percent single ° 
ion of —|— a 
num- Age of employee ? Widows | Widows 
Total under 65 under 65 Widows Total With 
with no 65 or over | children 
children children 
tae 30.7 21.3 9.4 69.3 1.3 
59. 5 45. 6 13.9 3 40.5 | 3.3 
68.7 56. 5 12.2 (Px 31.3 6.7 
69.8 50.9 18.9 |_ mel 30.2 6.5 
69.7 44.4 25. 3 a 30.3 | 5.9 
72.8 | 33.9 38.8 0.1 27.2 | 4.3 
77.0 24.9 51.7 | 4] 23.0 | 23 
78.3 | 15.2 61.3 1.8 | 21.7 | 1.5 
whee 77.1 7.4 62. 4 | 7.3 22.9 | .8 
so 74.5 3.5 43.5 27.5 | 25. 5 | .4 
‘ 68. 5 1.4 22.5 44.6 | 31.5 | -2 
15 to 78 . 59. 2 8 11.6 46.8 | 40.8 | a 
LO a Re A aa: 49.1 5 5.2 43.4 50.9 | oa 
a See 34.6 ost 2.7 31.7 65. 4 Suet ecwtee, 
| ' | 








‘ Kased on initial survivor insurance awards through June 30, 1952, with respect to employees who died 
+50, 


in 149-50. 
Age last birthday at time of death. 
‘Includes divorced and widowed. 
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TABLE 25.—Family composition of insured railroad employees who dieg in 
1949-50 *—Average ages of survivors and average number of children 





ae, 
Families with children 


| 


| Average ages of widows ? 

















| Average ages of 

Age of employee * | | Under 65| Under 65| Age 65 children 3 Average 
All | with without and number 

children | children | over ~~} of chil. 

All |Youngest! ‘ren 
22. 22. 1 MD bs navasceas 2.3 1.1 Le 
25.7 25.7 25.8 3.6 | 2.3 Lg 
30. 5 30.3 31.3 |. 5.8 3.9 2 
35.0 34.3 36.9 8.0 6.0 24 
39.7 38.6 41.6 9.6 | 7.9 23 
44.3 42.6 45.7 69.0 10.8 | 9.7 20 
49.0 46.1 50. 2 68.4 11.9 | 11.5 La 
53.5 49.2 54.1 68. 5 12.7 | 12.5 rT) 
58.1 51.0 57.8 67.9 13. 2 | 13.3 L$ 
62.3 51.6 50.4 68.3 13.0} 13.0 Ls 
66. 2 50. 6 59.8 70.0 13.0 13.0 L5 
* : 69.8 50.9 59.6 © 72.7 13.0 13.0 1.5 
80 and over__...... skpeunsiintierd 74.5 49.0 60.7 76.3 13.0 13.0 LS 


- pane on initial survivor insurance awards through June 30, 1952, with respect to emploYees who died ip 
1949-50. 

3 Age last birthday at death. 

+ Exact age on the date of the employee’s death. 


Norse.—The data are actual figures derived from tabulations of survivor benefit awards under the Rail. 
road Retirement Act with respect to employees who died in 1949-50. 


Evaluation of the Board’s assumptions.—The Board’s fifth valus- 
tion assumptions as to the proportion of employees dying and leaving 
widows, and the proportion of married employees dying and leaving 
dependent children, are compared with the 1950 experience of the 
Social Security System in the table below: 





Proportion of employees Proportion of married em- 








who are married ployees who have children 
Age of male at death 
Railroad Old-age and Railroad Old-age and 
Retirement survivor Retirement survivor 
Board insurance Board insurance 
Percent Percent Percent Percent 
30 to 34__ 68.7 70.9 82.2 79. 
40 to 44 69.7 76.5 63.7 
epee S-- 77.0 78.2 32.3 " 
Dt icncedinithiescnncwhaghtenneeneielitacsdad 77.1 75.6 6 I 
BE P i.tcnnenatiewcenctduubentbeamaiabas ul 68.5 63. 6 2.0 
BF Dilecenedntws vs nonsnnanetcnenset dene 49.1 148.7 1.0 


1 Figures are for 80 and over group. 


The percentages of married employees in the railroad-retiremen 
assumptions are somewhat higher than those found in the social-secu 
rity study at ages over 50 where substantial numbers of employ 
deaths will occur. On the other hand, the railroad-retirement per 
centages of employees who will die and leave surviving children a 
materially lower then in the social-security experience except at ag 


below 35 where most dependent children are found. The results 4 
higher cost estimates for benefits to widows than would have result 
if the Board had accepted the social-security family-composition dat 
Since benefits to widows are estimated to cost nine times as much 

benefits to children, the railroad-retirement survivorship benetit cos 
are more conservatively estimated on the basis of the systems oW 
family-composition data than if the social-security data had bee 
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adopted by the Board for valuation purposes, The Board’s assump- 
tions as to the average ages of survivors and average number of sur- 
viving children are reasonably consistent with OASI experience and 
other comparable data. / ; 

Conclusions.—The actual data of the Board with respect to family 
composition is @ more appropriate basis for the valuation of the cost 
of survivorship benefits than data derived from other sources. The 
adopted assumptions should be retained until further experience of 
the Soand indicates that —_ should be made in the assumptions. 
No change could reasonably be of a magnitude to affect costs very 
much one way or the other. 

Prior service credits 

Nature and significance of prior service credits —Prior service bene- 
ft credits are allowed by the Railroad Retirement System for service 
prior to 1937. In the fourth valuation, 27 percent of the total liability 
of the system was due to such prior service. The amount of such serv- 
ice which is creditable, and the cost to the system of benefits based 
upon prior service, are affected by an over-all limitation on credited 
vrvice to a maximum of 30 years in cases where prior service is cred- 
ited. Since the enactment of the 1951 amendments to the act, the cost 
of prior service credits is reduced in cases where the retiring employee, 
with prior service credits under the Railroad Retirement Act, is 
entitled to a retirement benefit under the Social Security System. 
The crediting of service after age 65, introduced by the 1951 amend- 
ments, indirectly decreases the cost of prior service credits by reason 
of the 80-year limitation, described above. 

Assumptions adopted by the Board—Under the Railroad Retire- 
ment Act, employees receive credit for service performed before 1937, 
subject to the limitation that the inclusion of such prior service cannot 
produce more than a total of 30 years of creditable service. This 
means that employees retiring before 1967 cannot be credited with 
more than 30 years of service. There is, however, no limitation on 
the total amount of service that may be credited with respect to em- 
ployment after 1936. 

The first valuation estimated the number of individuals entitled to 
prior service credits from Interstate Commerce Commission data for 
August 1935. For the second valuation, there was available much more 
extensive and accurate information. In October 1940, Congress au- 
thorized the prior service records project which enabled the collec- 
tion of relatively complete information on prior service. For pur- 
poses of the valuations, a 4-percent sample of these individual records 
was selected and processed. Whenever the data on prior service ap- 
alge to be incomplete, a preliminary adjudication was made on the 
asis of the information available in the individual folder and this 
adjudication was considered as the best estimate for the prior service 
credits regarding the particular case in the sample. The same 4-per- 
cent sample was used for purposes of the second, third, fourth, and 
fifth valuations. The sample was kept up to date by eliminating deaths 
ind retirements, by adding new cases, and by substituting, whenever 
possible, complete information instead of the approximations that 
Were previously made. The estimated number of employees with prior 
*rvice credits as of the date of each of the five valuations are shown 
in the table below : 
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Number of employees with prior service credits on the dates of the actuary 
valuations of the Railroad Retirement System 


1938 valu- | 1941 valu- | 1944 valu- | 1947 valu- | 195 
ation ation | ation ation 


| 


Class of employee 


Active sacs ws 1, 029, 094 | 939, 000 852, 000 762, 50 





Inactive. - 930,411 | 164,000} — 221, 000 290. 100 oe 
Retired : : 133,289 | 157,508 | 168,607 | 220, 833 “} 
| 1,203,433| Limin 


Total aeccce-cee------] 1,302,704 | 1,260,508 | 1,241, 607 
| 


Notr.—Inflated from 4-percent samples. 


The estimated liabilities on account of prior service were rouglily 
$2.8 billion as of the end of 1938; $2.8 billion as of the end of 1944: 
and $3.6 billion as of the end of 1947. All these figures were calculated 
on a prospective basis. 

The last figure includes an allowance for the 20-percent increase 
in annuities which was provided in the 1948 amendments. This 20. 
percent increase is the main reason for the much larger prior service 
liability figure shown in the fourth valuation. 

lor purposes of the fifth valuation, the prior service sample has 
been reexamined and brought up to date. The prior service liability 
calculated as of December 31, 1950, came to $3.35 billion. This figure 
takes into consideration the benefit increases provided in the 19)| 
amendments, the savings resulting from the dual-benefit restriction, 
and the effect of introducing spouses’ annuities. It also includes $225 
million estimated to represent survivor benefit liabilities with respect 
to deceased and retired employees who were considered insured under 
a special blanketing in provision (sec. 5 (1) (7) (iii) of the Railroad 
Retirement Act), even though they would not have been insured on 
the basis of railroad and social security employment after 1936. As 
in the case of the previous valuations, the prior service liability ac- 
cording to the fifth valuation was calculated on a prospective basis. 

Evaluation of the Board’s assumptions.—Nearly 1 million of the 
active and inactive employees under the system have prior service 
credits. This number is large enough to justify the use of a 4-perce! 
sample. The method adopted for the selection of the sample is based 
upon specific social-security numbers and should result in a random 
sample. The Board has adopted assumptions with respect to the 
extent of anticipated reductions in prior service annuities by reason 
of retirement benefits payable by the Social Security System. 

Conclusions.—It must be assumed that the Board’s methods of 
analyzing data produce the correct amount of prior service credits. 
New entrants 

Significance of assumptions.—The methodology of the valuations 
makes unnecessary the adoption of specific assumptions with regard 
to the number of new entrants in any year despite the fact that costs 
and contributions, to be made with respect to all future entrants, 
enter into the valuation. The approach has been to assume an aggte- 
gate taxable payroll for each year in the future and to determine the 
present value of a contribution of 1 percent of such aggregate taxable 
payroll. The excess of this amount over the assumed present value of 
a contribution of 1 percent of future taxable compensation of current 
employees, is the present value of such contribution with respect to 
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dividuals who will enter the system in the future. Implicit in this 
wethod is the assumption that each year the number of new entrants 
will be such as may be required, together with continuing employees, 
to produce the payroll assumed for such year. oe 
An assumption is required, however, as to the ages at which indi- 
viduals will enter the system in the future. The pattern of ages at 
entry is of importance in the determination of the normal cost of the 
<ystem. The normal cost is defined as the level percentage of payroll 
hich will be sufficient, if contributed from entry into service to 
rmination of service, to provide the benefits of the system. The 
lower the ages at which entrants come into the system, the lower will 


larial 


gly be the normal cost. The reason for this is that the longer the period 
(44: BiB of time between the date of employment and the date of retirement, 


the greater will be the effect of interest earned on the contributions 
made in the earlier years of participation and the fewer will be the 
number who will survive as employees to the date of retirement. 
The normal cost, computed on the basis of the assumed distribution 
of ages of new entrants, permits the determination of the present value 
of benefits with respect to future entrants. The normal cost also is 
ysed in the determination of the accrued liability of the system as of 


lated 
rease 
g (). 


rvice 


» has 


vility HR the valuation date. This accrued liability may be defined as the excess 
igure MM of the present value, as of the valuation date, of prospective benefits to 
1951 HB present and former employees, over the sum of the funds on hand and 


‘tion, Hggthe then present value of future contributions with respect to such 


+225 BB employees at the normal cost rate. 
spect Assumptions adopted by the Board—The assumptions regarding 
wider Mm the number and age distributions of new entrants influence the over- 
lroad Mall cost figures of a valuation in two ways. First, the age distribution 
od on i has a considerable effect on the magnitude of the normal costs, which, 
As @ifeverything else being equal, become lower whenever younger entry 
y ac- MMe ages are assumed rey hos. whenever older entry ages are introduced. 
basis. Mm second, the more new entrants are assumed to come in in the future, 
f the HB the less will be the over-all cost. In the level cost calculations no 
rvice J direct assumptions are made regarding the absolute numbers of new 
reent @entrants; they are, however, implicit in the size of the total payroll 
based Mf vhich is made up of future payrolls to present employees and pay- 
ndom @@# "lls to new entrants. Assumptions regarding the age distribution of 
o the @ ew entrants are directly introduced in the actuarial valuations. 
eason The first valuation of 1938 used the new entrant distribution for 
the years 1924-29 compiled by the Federal Coordinator of Transpor- 
ds of @ttio. The second valuation of 1941 used the actual distribution of 
its. (40. The third valuation of 1944 utilized the actual distribution of 
138-41, which had a lower average age than the distribution used 
in the second valuation. The age distribution used in the fourth 
Won BM rluation was based on actual data for 1946-47 which again showed 
egard ‘somewhat lower average age than the distribution used in the third 
Costs @ivaluation. This indicates that each successive valuation after the 
rants, Mi second used a new entrant distribution which would have resulted in 
eer BB mewhat lower normal costs if everything else were kept the same. 
he = The age distributions of the entrants assumed in the valuations are 
ixab ‘ shown in table 26. One technical point that might be mentioned is that 
lue we distributions of the third, fourth, and fifth valuations are for new 
ate entrants only, not for new entrants and reentrants combined. This 


$3494—53—pt. 1—_—-28 
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procedure is in conformity with the definition of permanent with. 
drawal which is discussed more fully under the heading “Withdrawa| 
rates” (above). ; 

The fifth valuation adopted the actual age distribution of new op. 
trants during 1948-50 as typical for purposes of calculating norma) 
costs. The average age at entry, which was 28.3 years under the as. 
sumptions of the fourth valuation, dropped to 27.6 years in the fifth 
valuation. ‘This, of course, resulted in somewhat lower normal costs, 


everything else being equal. 


Tasie 26.—Age distribution of new entrants assumed in the actuarial valuations 
of the Railroad Retirement System 








1938 valua- | 1941 valua- | 1944 valua- | 1947 valua 1950 valua- 
Central age at entry tion—actual | tion—actual | tion—actual | tion—actual tion—a ioe 
1924-29 | 1940 | 1988-41 | 1946-47 1948-5) 
| | 
| Percent | Percent Percent | Percent Percent 
18 | 27. 20 | 10 | 18.7 20. 4 4 9 
2 . . 26. 38 33 31.4 32. ( : 
28 } 14. 85 | 19 16.8 17.1 
33... Fale 10. 89 12 11.1 
-.. vaca | 9.19 | 9 8.4 | 7.4 
a: 6. 69 7 6.0 ‘ 
48_. 2. 07 4 3.6 { 
Tanks dai ice ir 1.37 3 22 2.1 
[SS 85 2 2 £3 
63... ; 51 8 
TE cette 100. 00 | 100 100.0 | 100 10 
eo nae hebben 27.6 30.4 28. 6 | 28. n 
Number entering in valuation | | 
ee 4 194, 000 549, 000 904, 000 | 396, 000 25, OO 








Evaluation of the Board’s asswmptions.—The pattern of ages at 
employment was affected by World War II. The percentage of new 
employees at ages 21 to 25 decreased, from 34.3 percent of all new 
entrants in 1940, to 14.5 percent in 1943. The average age at entry in 
1943 was 31 years as opposed to an average age in 1940 of 28.2 years. 
After the war, the percentages of new entrants at the older ages de- 
creased and in 1946 the entrants at ages 21 to 25 comprised 32.2 percent 
of all new entrants and the average age at entry was 28.8 years. In 
1947 the trend toward a lower age at entry continued and the average 
was 27.6 years, due largely to the increase in entrants at age 20 and 
lower, from 16.9 percent in 1946 to 24.5 percent in 1947. 

The distribution of new entrants in the years 1948-50 conforms very 
closely to the 1947 pattern and it would appear reasonable to consider 
this distribution as normal. The manpower requirements of the 
Armed Forces at present limit the number of new entrants at the 
younger ages. It is not improbable that 1951 or 1952 experience would 
indicate an increase in the average age at entry. Hence, for forecast- 
ing purposes, the experience of 1947-1949 is probably the best guide. 

Conclusions.—The distribution of ages for new entrants adopted for 
the fifth valuation is a reasonable assumption of the pattern of ages 
at entry to be expected normally in the future. In the immediate 
present it may well be that relatively fewer employees wil! enter 
the lower ages but, from a long-range point of view, it would seem 
that the average age of new entrants may well follow the 1947-49 
experience. 
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Salary schedules ae 

Significance of assumptions.—By “salary schedule” is meant the 
assumed amount of taxable compensation earned by an average em- 
ployee in each successive year between his date of employment and the 
date of his final withdrawal, retirement, or death. 

Annuities, payable by the system, are based upon the average 
monthly taxable compensation of the employees and the number of 
months of their credited service. Accordingly, the salary schedules, 
in conjunction with the service patterns, —— the basis for estimat- 
ing the amount of the annuity which will be payable upon retirement. 

The basic annuity formula of the system (2.76 percent of the first 
$50 of average monthly compensation plus 2.07 percent of the next 
$100 and plus 1.88 percent of the next $150 for each year of credited 
grvice) results in annuities for higher-paid employees which are a 
smaller percentage of their earnings than are comparable annuities, 
based on the same period of service, for lower-paid employees. Thus 
4s the assumed salary-level is increased the ratio of amount of annuity 
to amount of salary decreases. Consequently an assumption, for 
example, that all employees will always earn $300 a month, would 
rsult in prospective annuities (and hence prospective costs) about 
90 percent lower than annuities and costs based on an assumption of 
$150 monthly earnings. 

The level cost estimates of the Board assume a fixed total amount of 
annual taxable payroll. The higher the salary schedule assumed for 
continuing employees, the smaller will be the number of new entrants 
implicitly assumed. A decrease in the number of new entrants has 
the effect of increasing the cost of the system. To some extent, the 
decrease in the estimated ‘percentage cost of the system resulting from 
an increase in the salary schedules is offset by the resulting decrease 
inthe number of new entrants. 

Salary schedules affect the cost of the system not only by their 
general level but also by their year to year trend. Costs are lower 
when the salary schedules are “flat” (i. e., when the monthly rates 
of compensation change very little from year to year) than when they 
are “steep” (i. e., when the monthly rates of compensation increase 
year after year at a fairly rapid rate). This is because level salary 
schedules result in relatively larger amounts of taxes being received 
by the system earlier. Hence, more interest will be earned on such 
taxes, and the gains resulting from death or withdrawal prior to 
eligibility for benefits will be greater. 

_Assumptions adopted by the Board.—The determination of liabili- 
ties on account of future benefits to active employees involves the 
utilization of data on actual earnings before the valuation date and of 
assumed future earnings during years following the valuation. Be- 
cause of the bent annuity formula which has three different percentage 
factors applicable to specified portions of the average monthly com- 
pensation (the first $50, the next $100, and the next $150), and also 
because of the significant changes that took place in general wage 
levels, it was not considered possible to employ salary functions based 
on specified progressions of earnings factors. Instead, the actual 


calculations proceeded on the basis of dollar amounts derived in part 


from actual data for the past and from assumed salary schedules for 
the future, 
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Each valuation attempted to relate the future salary scales to the 
latest actual data available. Whenever general wage increases wer, 
known to have taken place between the period for which actual dat 
were tabulated and the date of the calculation, the actual basic d; = 
were modified so as to take account of the wage increases that had 
already taken place or that were pending. Thus for instance, the 
future salary schedules used in the third valuation utilized the wage 
increases that took place up to about the middle of 1946: similarly, 
the salary schedules used in the fourth valuation took account of tlle 
actual and pending wage increases that came into being throug) ¢ 
middle of 1949. 

Table 27 shows side by side the actual wage levels on which the fy 
ture salary scales of the particular valuations were based, as well as 
the assumed future salary schedules themselves. Figures are shown 
for central age at entry 28 only, but actually such future sal: ary sched- 
ules were deve sloped for all ages at entry that were used in the valy- 
ations. The attached table shows the sharp increase in the levels of 
creditable wages that took place between 1938 and 1950. 

The fifth valuation assumed new future salary scales derived on 
the basis of data for the last quarter of 1951 with ‘adjustments for all 
wage increases that were granted in 1952. The salary figures which 
are shown in table 27 do not represent average full time earnings for 
two reasons: (a) a service month as defined in the Railroad Retire- 
ment Act does not necessarily mean a full month of work; and (b) 
earnings in excess of $300 a month are not included. The $300 limit 
makes the salar y scales after the first few years since entry ‘virtually 
flat. Further increases in actual wages will therefore affect creditable 
average wages and total creditable payrolls to only a minor extent. A 
comparison of the future salar y scales assumed in the fourth and fifth 
valuations shows them to be not much different, except that the fifth 
valuation scales are even more flat. Since contributions received 
early draw interest for a longer period of time, the effect of a high 
level flat salary scale was to reduce slightly the fifth valuation cost 
figures. 


TABLE 27.—Actual earnings and assumed future salary scales derived in the 
actuarial valuations of the Railroad Retirement System 


(E irnings per service month for central age at entry 28] 


Valuation of 1938 | Valuation of 1941 | Valuation of 1944 | Valuation of 1947 | Valuation of 19 


Duration | | 
Actual |Assumed| Actual |Assumed| Actual |Assumed| Actual |Assumed| Actual Assu 


| 1937-38 | future | 1940 future | 1944 | future | 1947 future 195 

| | | 

s as | ; Sst. | : 
“ $89 $91 | $56 $75 | $123 $145} $149 $185 $17 2 
he 95 94 | 75 95 | 163 | 167 205 198 2 
2 98 96 | 89 110 170 186 220 221 2 
3 101 08 100 120 | 177 204 235 225 rt 
4 103 100 109 126 184 | 209 245 23 24 
5 104 102 116 130 | 190 214 250 234 2 
10 115 114 | 123 141 | 214 227 264 25 
15... 136 133 | 132 150 | 228 229 269 24 8 
20 149 146 | 142 160 237 241 271 259 “ 
25 155 155 | 154 172 243 249 273 ofit “ 
30 171 167 | 166 184 | 247 250 275 268 
35 183 183 | 177 195 | 250 253 282 269 
40 188 195 | 189 207 252 257 287 ; 
45 150 186 201 219 253 258 290 272 





Nore.—(1) A more detailed presentation of actual earnings may be found in tables A~6 
report, A-32 of the 1946 report, A-26 of the 1949 report, and A 29 of the 1952 report. (2 
presentation of assumed future salary scales may be found in tables A-7 of the 1940 report, 
report, A-33 of the 1946 report, A-27 of the 1949 report, and A-30 of the 1952 report. (3) 5 
shown in this table were estimated from group data, 
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Evaluation of the Board’s asswmptions—The salary schedules 
adopted by the Board are essentially estimates of the future taxable 
compensation of present and future employees. The method em- 
ployed in the construction of the salary schedules results in implicit 
assumption that the rate of compensation 20 years hence, of an em- 
ployee entering railroad employment today at the age of 28, will be 
‘he same as the current rate of compensation of an employee who 
entered railroad employment 20 years ago at the age of 28. The 
validity of such an assumption is subject to serious doubt. However, 
owing to the nearness of the existing salary schedules to the $300 
eiling on taxable compensation, the question is of no present practical 
moment. 

Conclusions.—The salary schedules of the fifth valuation reflect in- 
creases in rates of compensation granted through 1952. The fifth valu- 
tion made use of slightly higher and slightly flatter scales than pre- 
rious valuations. As long as compensation, in excess of $300 per 
month, is excluded for benefit and tax purposes, future increases in 
milroad pay rates can have little effect on salary schedules. No 
changes in schedules can reasonably be made at present, under the $300 
wiling, which would affect the estimated cost of the system by any 
appreciable amount. 


Payroll estimates 

Significance of assumptions.—An important aspect of the valuation 
computations is the estimate of future taxable payrolls. Many factors 
have an effect in determining the amount of railroad payrolls in any 
year or over a period of time. In any one year, the major factor is the 
state of the economy generally. Over the course of time, business 

‘tuations, the effect of competition, changes in productivity, tech- 
nological changes, the length of the workweek, and pay rates, influence 
the size of railroad payrolls. 

rhe level of the taxable railroad payroll assumed for the future is 
mportant in the valuations of the Railroad Retirement System be- 

use the cost of the benefits to be provided are expressed as a percent- 

we of such payroll. The normal cost of the system, expressed as a 
percentage of future compensation, is determined independently of 
the amount of aggregate taxable payroll; but the estimated cost of the 
nterest charge on the unfunded accrued liability is expressed as a 
percentage of future taxable payrolls and, hence, requires assumptions 
sto the amounts of those payrolls. 

Assumptions adopted by the Board.—Because of the complexity of 
the problem of predicting payrolls and the many factors entering into 
the estimates, the Board has periodically made intensive studies of 
these factors in connection with the triennial valuations. Based on 
these studies, estimates of the amount of future payrolls have been pre- 
pared. In order to estimate the range of figures possible, the Board 
las generally prepared estimates based upon so-called reasonable low 
ind reasonable high assumptions. Because the financing provisions 
of the act make necessary the computation of a single tax rate, an 
intermediate figure, generally the average of the high and low, has 
ween used in the valuations. 

_At the time of the first valuation an annual taxable payroll of 
*20 billion was assumed. For the second valuation the equivalent 
kvel annual payroll was assumed to be $2.5 billion. For the third 
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valuation the figure was raised to $3.5 billion, for the fourth to g4¢ 
billion, and for the fifth to $5.0 billion. ne 


These successive increases in the estimated level payroll took plac - 
during a period of great expansion in the railroad industry and jy - 
the economy generally. To illustrate, average railroad employment 7 
reached a peak of 1,680,000 employees in 1945, an increase of 46 per. a 
cent over the 1939 average of 1,151,000 (table 28). Similarly, wage , 


rates, which averaged 75 cents an hour in 1939, reached $1.87 an hour 
in 1952 (table 29). It is these increases in employment and in pay 
rates which explain the successive rapid increases in equivalent pay- 
rolls. The question that would normally present itself is why the tax. . 








able payroll cannot be indefinitely increased in accordance with the by 
trend of the last 10 years. % 
‘ be 
TaBLe 28.—Railroad employees and taxable payroll, 1937-51 i. 
the 
Average Taxable pa millions ch 
Yes number of |—— 1) 
= employees ! : l 
(thousands) Total ; at 
* . “StL eee mu 
1937 1, 279 $2, 264 $1.7 pel 
1938 1, 093 2, 008 wr I 
1939 1, 151 2, 148 1 8H of 
1940 a 1, 195 2, 248 I oi 
1941 ‘ 1, 322 2, 657 2 O10 i 
1942 . 1, 470 3, 302 2 246 y 
1943 <a 1, 591 3, 044 2 479 
1944 1, 670 4, 3 75 the 
1045 1, 680 4. 34 8 fi 1 
1946__. s : | 1, 622 4, 639 v0 0 
arises 1, 598 4, 75¢ 2,972 wa 
TR cast cewrnnoreee , 1, 558 4, 95 x .. 
1949_. 1, 403 | 4, 60 RS pr 
1950 1, 421 4, 704 ) 
1951 : alll 1,479 | 5, 100 4H 
1 Average of 12 midmonthly employment figures. 
TABLE 29.—Average hourly rates of pay of class I railroad employees, 1916-32 a 
aS 
Average A verag enue 
Year rate per Year rate per ate 
hour te 
I al elas enstchanien shia dimeeu OR 9G Tl Bi dsacsacmceccka $0. 86 
WET duaiccdecaee RRR ar OE 0008 LT Re os aeths i 
BEER cues steaies ioe 2 vi <P cee area cused 109 
I a ean aisle he cdiccndictel , 22 ‘Pee ee is 
WD 1:5 veknbiteknn node iukta tam eeinh RD BR ach sebtireudenns 1 
IE ie cede ate nase ies Co . 663 || 1040__._....- wee I 
“SRE SRE hid TV ee Sk eS 3 
Resi otckae Sine sllvscaatin eee (OOD 1 Uo oaddscnawan nabs 2 
WR aveidcchntakcesoth nameeie Aidan , 34 Bea TAS 133 
OO i as i aaa hod MF TA coticabitnacsen Ba mA 
BE oxi cus cab elie bt eee deed 631 || 1045_...... os ; i 
tira bik Se ahi oa oe rae 6000 TARR oon cane 8 
1928. _... ; PEEP. cbt 655 || 1947___. oe “M4 
NS hin DIE FH ba oh kcRin oalnsa Sokal MO NE bn 1. 48 
Oe Dh ORC LS TE oo 9 MOR, TERI ee beaarabe oe 464 
1931___- FEED Saat 689 || 1950.-____- Le 
SS Er ee PIRES Lik) See a 
1933_. dea 629 || 1952_. j 
1934 Ade b. Sitti evtenh ness . 635 
Source: ICC statement M-300, based on total time paid for. ino 
° . “Ne the 
Reduced to its simplest terms, the taxable payroll may be ¢ er 


sidered as the product of average employment and average taxi0l@@@g,., 
earnings per employee. Recent indications are that, at least for the 
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M46 near future, railroad employment has passed its peak. In 1951 
average employment was some 12 percent below the wartime high of 
Lace 1945, It should be borne in mind that this drop occurred in a period 
d in when the workweek was materially reduced by the introduction of the 
nent 40-hour week for Maes employees late in 1949. 
per- Table 28 also shows the taxable payroll figures for the years 1937-51. 
Wage Not only the rise in average employment compared with the prewar 
hour rears but increased wage rates were of primary importance in gener- 
pay sting the constantly increasing taxable payroll. As may be seen from 
pay- the table, average annual taxable earnings per employee rose from 
 tax- $1,770 in 1937 to $3,454 in 1951. Average taxable earnings obtained 
1 the hy dividing total taxable compensation by average employment tends 


to overstate the average taxable earnings of employees. This occurs 
because total taxable earnings include the taxable earnings of all em- 
ployees with any service during the year, while the average, which is 
the average of 12 midmonth counts, does not include those employees 
rho do not happen to be working at the time the count is made. To 
illustrate this point, the average of 1,421,000 employees in 1950 implies 
a total of about 17.1 million man-months of service. Actually, 18.8 
nillion months of service were credited in the year 1950, about 10 
percent more. However, it is clear from the series that the average 
of annual taxable earnings is near its maximum and that further 
increases in pay rates cannot have a material effect on taxable payroll. 

The Board has recently completed a study of the data which form 
the basis for the fifth valuation payroll estimates. The section which 
follows gives the results of the calculations and describes in a general 
way the assumptions and methods used. Tables 30 to 36 give the 
principal figures in the computations. 








PAYROLL ESTIMATES FOR THE FIFTH VALUATION USED BY THE RAILROAD 
RETIREMENT Boarp 


The general development was the same as in past valuations. First, estimates 
of future industrial production were made from population projections on the 
basis of past relationships between industrial production and population. Rey- 
enue traffic in terms of class I railroad ton-miles and passenger-miles was esti-, 
nated from the production indexes and from projections of the ratios of class I 
railroad traffic to traffic carried by all transportation agencies. These series 
were converted to traffic units and, allowing for changes in productivity, total 
man-hours of class I railroad employees were estimated. The total class I 
railroad payroll was computed from the man-hours paid for and from assumed 
hourly pay rates. The total payroll for all covered employment was obtained 
from the class I payroll and then adjusted to derive taxable payrolls. 

As in the past, two sets of estimates were prepared, one based on “reasonable 
high” and the other on “reasonable low” assumptions. The resulting figures 
tive the most probable area of the future taxable payroll; they are not be 
interpreted as upper and lower limits, nor as predictions for individual years. 
The difference between the high and low figures is the net result of varying 


Ms assumptions with respect to certain elements entering into the computations. 

ad ' Under the assumptions for the reasonable high estimate, the taxable payroll 
1 EE creases until it reaches a peak of $5,451 million in 1970; it declines thereafter 
cig 085,082 million in the year 2000, after which it is assumed to remain constant. 


These figures are the equivalent of a level payroll of almost $5,300 million. 
paler the reasonable low assumptions, the payroll reaches its highest point— 
i million—in 1957, after which it declines steadily. It is assumed to sta- 
wie at $4.526 million in the year 2000. The equivalent level payroll under 
the reasonable low assumptions is almost $4,700 million. The payroll projec- 
Mons and the underlying figures on traffic and productivity are shown in table 
” for the reasonable high assumptions and in table 31 for the reasonable low. 


—— 
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Population 

The first step in the preparation of the estimates was the selection of appro. 
priate population projections for a period of about 50 years. The wide yaria; “ 
in long-range estimates of population experts testifies to the difficulties jn por . 
lation forecasting. In an effort to avoid the dangers inherent in the more oy 
treme projections, “intermediate” population estimates were used. The fir 
were based principally on reports of the Bureau of the Census for the cehe 
1950-75. They were projected to the year 2000, using as a guide the populati ws 
figures given by the actuary of the Social Security Administration in connections 
with cost estimates for the social-security amendments of 1950. The populati . 
estimates are shown in table 32. 


Industrial production 

Estimates of industrial production were based on the population figures anq 
or. projections of the ratio of industrial output to population. Except for inter 
ruptions in the depression of the 1930's and during the war years, the producti 
population ratio increased over the years 1920-51 (table 33). The rate of jp. 
crease was greater during the early years than in the later years. In other 
words, the ratio of output to population generally increased at a declining rate 
This characteristic is typical of series whose trends may be described by growth 
or S-shaped curves. For this reason, a logistic curve, a type commonly used jp 
the analysis of population and industrial growth, was used to describe and pro. 
ject the relationship of industrial production and population. 

The assumption of a declining rate of increase is believed to give results which 
are reasonable and yet conservative. An exponential growth curve fitted to the 
same data would give ever-increasing ratios; a straight-line fit would also give 
extreme values. The type of curve selected implies continued per capita indus- 
trial growth which, for practical purposes, reaches an upper limit in 40 or 50 
years. For the reasonable high estimate, a logistic curve was fitted to the data 
using all the ratios in the period 1920-51; for the reasonable low, only the years 
1920-29 and 1946-51 were used. 

Values of the ratios for the period 1953-2000 were calculated from the tw 
equations of the logistic curve. These ratios were multiplied by the projected 
population indexes to obtain the estimates of industrial production for corres. 
ponding years. The estimates under the reasonable high assumptions were based 
on all the data for the 32-year period 1920—51 and included periods of depression 
as Well as prosperity. For this reason, it was not considered necessary to make 
any adjustments to allow for the effect of future business cycles. In the case 
of the low estimates, however, the industrial production indexes were based o1 
selected periods which excluded the effect of the depression and the war years 
Although the trend was lower than in the reasonable high projection, these 
figures were further reduced by 10 percent to allow for the possible effect of the 
business cyele. The estimates of industrial production for the years 1953-2000 
are shown in table 32. 

Revenue traffic 

The relationship between industrial production and total freight traffic carried 
by all the principal intercity carriers (railroads, motortrucks, inland waterways, 
and pipelines) was exceptionally close over the years 1928-51. For this reason, 
estimates of total freight traffic to be carried by these carriers were made from 
the projected industrial production indexes. The general decline in the percent 
age of total traffic carried by class I railroads which characterized most ot t 
period 1928-51 is expected to continue (table 34). A trend projection of these 
percentages yielded the estimated percentages of total traflic to be carried by 
class I -ailroads in future years. ‘The projected total traffic figures multiplied 
by the projected ratios of class I to total traffic gave the estimates for class I 
railroad freight traffic. 

stimates of railroad passenger traffic were made from a correlation wit! the 
industrial production indexes and the ratios of class I railroad passenger traflie 
to total passenger-miles of the principal intercity transportation agencies (rab 
roads, buses, private automobiles, and domestic airlines) (table 35). In this 
ase the figures were developed directly from an estimating equation expressilg 
passenger traffic on class I railroads as a function of the industrial productiou 
indexes and the ratios of class I railroad passenger-miles to total passenger-mles. 

Passenger-miles and ton-miles were combined into traffic units by assigning 
the former figures a weight of five, the approximate ratio of expenses per Pas 
senger-mile to expenses per ton-mile. This means that 1 passenger-mile is 
regarded as the equivalent of 5 ton-miles in terms of man-hours of work required. 
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oroductivity 
In estimating the number of man-hours of work required to handle a specified 
mber of traffic units, account must be taken of changes in productivity. ; Varia- 
stem in traffic volume as well as technological changes and improvements in work 
methods have important effects on productivity. Estimates of production per 
man hour for future years were derived from a correlation of traffic units per 
mgn-hour with the volume of railroad traffic and the time element. In develop- 
-these figures it was necessary to adjust the data for the change to the 40-hour 
workweek for nonoperating employees in 1949. Productivity data for the years 
429-51 are Shown in table 36; the estimates for future years are summarized in 


tables 30 and 31. 

rd man-hours of work for a particular year were obtained by dividing the 
trafic unit totals by production per man-hour. It will be noted that the long- 
time trend of the man-hour totals is downward (tables 30 and 31). Under the 
reasonable high assumption, the total is largest in 1970 and declines thereafter ; 
the reasonable low assumption, the peak is reached much earlier—in 1955. 





r 
I 


unde 
Pay rates and payrolls 


fhe total payroll was obtained by multiplying man-hours paid for by the 
sumed pay rate. In past years rising pay rates were of the greatest impor- 
tance in generating higher payrolls even in the face of declining employment. 
To illustrate, average employment fell 7 percent from 1945 to 1948, but because 
average annual earnings per employee rose 23 percent over the 3-year period, 
the taxable payroll was 14 percent higher. As pay rates have risen, however, 
more and more employees have reached the $300-a-month taxable limit. Future 
increases in pay rates, consequently, will result in correspondingly smaller 
increases in taxable payroll. If the current hourly rate of pay were doubled, 

is estimated that the taxable payroll would be only 3 percent larger. 

At the time the calculations were made, average earnings in January 1953 were 
estimated at $1.89 an hour. The projection was made on the assumption that 
this rate would remain constant. 

The total payroll for all employment was obtained by increasing the class I 
payroll by 15.5 percent, based on the current ratio between total and class I pay- 
roll, At the rate of $1.89 an hour, it is estimated that 82 percent of the total 
payroll would be taxable. The taxable payroll projections are shown in tables 
30 and 31. 


Taste 30.—Projections of revenue trafic, productivity, and payrolls, 1951-2000— 


Reasonable high assumptions 




















Class I railroads | All covered 
| | employment 
Year Ton- Passen- | Traffic : ep a Total Total Taxable 
miles |ger-miles} units ae . aid t ir |, Payroll | payroll | payroll 
(billions) (millions) (billions) aan Cnillions) (millions) | (millions)! (millions) 
| | } } 
| .@ @ | @) (4) (5) 6 | (8) 
| | } | | 
647 820} 275.2] 2,980] $5,275| $6,101| $5,109 
| 619 | 794 277.2} 2,864] 5,303] 6,134 5, 091 
195 nl 623 799 271.6 2,942} 5,560] 6,422 5, 266 
WE. wna se ooccecen | 632 | 810 275.0 2, 945 5, 566 | 6, 429 5, 272 
195 649 832} 280.2 2, 969 5, Al 6, 481 5, 314 
1940 704 902 299. 6 3, 011 5,691 | 6, 57! 5, 390 
i 755 966 318.1 | 3° 037 5.740 | 6, 630 
1970 796 | 1,020 335.0 3,045] 5,755} 6, 647 | 
W 831 | 3} (1,066 350.7} 3,040] 5,746] 6,637 
10 | 854 | | 1,096 363. 8 3, 013 5,695 | 6,578 | 
js 873 1, 122 376.3 2, 982 5,636 | 6, 510 
1940 885 50,669 | 1, 139 387.3 2, 941 5,558 | 6,419 
18 ey 891 | 51,266} 1,147 397.0} 2,889 5,460 | 6,306 
am nl 895 | 51, 806 1, 154 406.5| 2,839] 5,366 6, 198 
- 
Actual 


* Partly estimated. 


Nore.— Computations are generally based on unrounded data 
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TABLE 31.—Projections of revenue traffic, productivity, and payrolls, 1951-9 
pay 951-2 
Reasonable low assumptions 


Class I railroads 








Year Passenger-| Traffic | Traffic Man- Total 
' lon-miles,* * > oe “a hours . 
: ; miles units units per 7 . payroll 
(billions) | (miltions)| (billions) |man-hour| P84 fr | (mn ijlior 
wt viel | pmol (millions) | “7 440ns 
(2 3 (4) (5 6 
al ‘ pnacinanits 
1951 647 34, 615 820 275. 2 2, 980 $5, 275 $ 
1952 2 619 34, 992 794 277.2 | 2, 864 $03 
1953 532 31, 510 690 254. 4 | 2, 712 5, 126 
1954 539 31, 801 698 257.3 2, 713 5, 128 
1955 549 32, 336 711 261.1 | 2, 723 5, 146 
1960 578 33, 829 | 747 | 275. 1 2,715 5, 131 
1965 602 35, 282 779 288. 6 | 2, 699 5, 101 X 
1970 626 36, 720 809 301.7 2, 681 5, 067 
1975 646 38, 058 836 314.4 2, 659 5, 026 
1980 657 38, 917 851 325. 1 | 2, 618 4, 948 
1985 668 39, 834 867 336.0 | 2, 580 4,876 g 
1990 671 40, 298 873 345.4] 2,523 4, 778 
1905 672 40, 620 875 354. 1 2, 471 4, 670 
2000 673 40, 922 877 362. 8 2, 417 4, 568 , 
' Actual 


? Partly estimated 


Norts.—Computations are generally based on unrounded data. 


TasLe 32.—EHstimates of United States population and indexes of industrial 
production, selected years 1951-2000 


| Rat lo of industria) pro- | 





daction index to Index of industria i 
Index of United States popu- | (1935-39 
United United lation index | 
Year Se ae perp i deat — 
tibetion é 0 } 
(millions) | (1935-39= | Reasona ¥ 
100) Reason- Reason- Reason- 
able high able low | able high 
Unad \ 

1951 2 154 119 185 185 
19523 158 122 178 178 
1943 159 123 176 174 
1954 161 124 179 176 | 
1955 163 126 182 178 
1956 165 27 184 179 
1957 167 129 186 181 
1958 168 130 189 182 | 
1959 170 131 191 184 | 
1960 171 132 193 185 
1965 179 138 202 190 
1970 186 144 208 194 
1975 193 149 213 198 ib 
1980 198 153 216 200 
1985 203 157 218 202 
1990 206 160 220 203 
1995 209 161 221 204 
2000 211 168 222 205 ‘ 


1 Intermediate assumption. 
? Actual. 
3 Partly estimated. 


Notre.—Computations are generally based on unrounded data. 
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. TABLE 33.- _United States population and indexes of industrial production, 


























1920-51 
Ratio of 
Index of ' industrial 
United United Index of production 
g : C te industrial = 
Year States S tates production index to 
= population | population con 90 United 
(thousands 1935-39 (1930-08 States 
100 
100 population 
index 
105, 711 82 75 91 
107, 300 82 AR 71 
109, 100 st 73 87 
111, 000 &5 RS 104 
4 112, 900 87 82 a 
115, 800 AS 90 102 
116, 200 &9 ve 108 
4 839 117, 900 91 95 104 
42 . ; 119, 800 92 99 108 
4 7009 - 121, 200 93 110 118 
% 122, 775 05 91 96 
124 ) 95 75 79 
Rie : 125 96 58 60 
¢ 126, 200 97 69 71 
4 126, 900 OS 75 77 
y . ie 127,3 98 87 89 
1h . 129, 000 100 103 104 
— y* a oer 129, 900 100 113 113 
gs 130, 200 101 89 89 
y 131, 000 161 109 108 
04 131, 669 102 125 123 
m ‘ 132, 400 102 162 159 
44 om ‘ 134, 600 104 199 191 
, a3 EY, 136, 300 105 239 228 
trial “4 ae eee 138, 000 107 25 222 
139, 600 108 203 188 
a4 143, 100 111 176 155 
- ut? 145, 000 112 187 1¢7 
1M 147, 200 114 192 140 
ih 149, 900 116 176 153 
vf ni 151, 132 117 200 171 
! phe chien cet : 153, 703 119 220 185 
Note.—Population figures for years between censuses derived by graphic interpolation. 
Ww 
34.—Volume of intercity revenue freight trafic, by type of transportation, 
1928-51 
7 [Millions of ton-miles] 
Class I steam railroads om ; 
Yer | ‘Total | a railroads | Motor car- | Inland wa-| Oil pipe- 
p | Percent of other than riers terways ! lines ! 
Number total class I 
583,032 | 432, 74.3 3, 
fe 611, 144 447, 3 73. 2 2, 
s 526, 480 | 383, 72.8 2, ; 
a 423, 44. 309, 22% 73.0 1, 
ee Mm 321, 233, 977 72.8 1 
’ Wi 361, 693 | 249, 223 68.9 i 
& i 386, 174 | 268, 711 69. 6 1 
; M65 414, 113 282, 037 | 68. 1 l, 
2 ik 515, 009 | 339, 246 65.9 1, 
- 7 563, 179 360, 620 64.0 2, 
i) 450, 158 290, (4.4 f, 
we 523, 805 333, 42 63. 7 1,{ 
594, 698 373, : 62.8 | 2, 
740, 178 | 475, 64. 2 | 2, 5 68, 4 
903, 496 637, 96 70. 6 | 3, 75, 
1, 004, 702 | 727, 72. 4 3 97, 
1, 057, 808 737, 2 69.7 3, 132, 
: 995, 921 | 681, 68. 4 3, 126, 53 
mh 870, 002 | 591, 68.0 2 95, 
wn 976, 92 654, 67.0 3, 105 
ms 998, 871 | 637, ¢ 63.9 3, 119, 5¢ 
" 877, 064 | 526, 500 60. 0 2, 6 114, 
1, 011, 361 588, 484 | 58. 2 3, | 120, 174 
1, 113, 110 646, 607 58. 2 33.5 7 152, 100 
ap ures t 1939 were estimated. 


Interstate Commerce Commission—Annual Reports, Statements No. M220 and No. 5046, and 
ent on Transportation Statistics. 
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TABLE 35 


Year 


Clas 


[Million 


I ste 


Number 


1926 lf Q 
1927 181, 929 
1928 14, 650 
1929 295, KOT 
1930 298 il 

1931 19 929 
1932 200), 626 
1933 19 77 
1934 01, 906 
193. 17, 686 
1936 10, 206 
1937 266, 399 
1938 259. 979 
1939 270, 307 
1940 83 O80 
1941 309, 934 
1942 277, 646 
1943 266. 045 
1944 7, 680 
1945 303 664 
1946 351, 356 
1947 49, 770 
1948 858, 043 
1949 IRO, 486 
1950 398, 776 
1951 2 446, 700 


! Figures before 1939 wer« 


? Preliminary estimate 


Sources 


178 
1, 60 
1,074 
6, 81 
1, 894 
16, 971 
16, 341 
18, 03 
18, 47¢ 
22, 421 
24, 65 
21, 629 
» 65 





= 
OF AA‘ 
91, 
64, 
45, 9: 
41, 
35, 
31, 766 


34, 615 





estimated. 


Interstate Commerce Commission 


im railroads 


1926-51 


s of passenger-miles] 


Line-haul 
railroads 





Sank nf other than Buse 
total class I 
21. 94 1, 832 4 381 
18. 50 1, 749 4,927 
14, 72 1, 589 5 
13. 78 1, 521 ( 
11.73 1, 460 f 
9,95 1. 270 ( 
R. 4 1, O80 
8, 37 1,011 
8.93 1, OFF f 
1,052 g 
1,090 i 
1, 057 11 
984 10, 728 
1,018 11, 198 
1,004 11, 61 
1, 233 13, 64 
1,414 21 
2.045 
2,155 
1, 818 
, 589 
831 23, 948 
715 23, 648 
638 21, 300 
729 20, 912 
700 21, 500 


Statistics of Railways in the Unit 








Volume of intercity revenue passenger traffic by type of trans 


ed State 


Statements No. M220 and No. 5046, and Monthly Comment on Transportation Stat 


TABLE 36 


Ton-miles 
(billions) 


Year 
(1) 
1932 234 
1933 249 
1934 269 
1935 282 
1936 339 
1937 361 
1938 290 
1939 333 
1940 | 373 
1941 475 
1942 638 
1943 727 
1944 737 
1945 681 
1946 592 
1947 655 
1948 638 
1949 527 
1950 589 
1951 647 


Passen- 


ger-miles 
(millions) 


(2) 


16, 971 
16, 341 
18, 033 
18, 476 
22, 421 


24, 655 | 


21, 629 
22, 651 
23, 762 
29, 350 
53, 659 
87, 820 
95, 549 
91,717 
64, 673 
45, 921 





41, 179 | 
35, 095 


31, 771 
34, 615 


Traffic 
(billions) col 
5 times 
col, (2) 


(1) plus 


(3 


1932-51 





Man- 
hours 
paid for 
(millions)| 


Traffic units 
| per man-hour, 
col. (3) divided 

by col. (4) 


units 


| 
; (4) | (5 
319 | 134 
331 148 
359 | 150 
374 | 156 
451 | 169 
484 | 173 
398 | 171 
446 179 
492 188 
622 208 
906 | 263 
1, 166 | 306 
1, 215 304 
1, 139 | 286 
915 252 
884 245 
844 238 
702 232 
748 260 
820 275 
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ion, Evaluation of the Board’s assumptions—The evaluation of the 
Board’s assumptions with respect to future taxable payrolls would 
ave required a large staff of economists and would have taken a 

pstantial amount of time. It is apparent, however, that taxable 

vrolls cannot materially exceed $5 billion annually unless railroad 
employment increases, or unless wages in excess of $300 per month 
rocome taxable. Average railroad employment during 1949 and 1950 
‘3 approximately 1,400,000. That number of employees earning 

e maximum of $300 in every month would generate an annual pay- 

\] of only $5,040 million. 

Since the estimated cost of the system (expressed as a percent of 
payroll) decreases when the payroll increases, and increases when the 
nayroll decreases, it is apparent that the probable effect of payrolls on 
the estimated costs will either be negligible or will operate in the 
lirection of increased costs. 

Conclusions.—Because of the virtual ceiling imposed on the pay- 
rolls by the present law and by the relatively static conditions of rail- 
road employment, the committee did not feel that it was justified in 
making an exhaustive independent economic study of the problem. It 
ppears that the techniques used by the Board’s economists should 
produce reasonable assumptions as to future payrolls. 

Interest rate 

Significance of assumptions.—Interest earnings of a retirement 
fund are used to meet the retirement annuity obligations just as is the 
principal contributed to the fund. Hence, the higher the rate of 
interest earned, the smaller will be the principal required to be con- 
tributed to support the plan. : 

All investments of funds of the railroad retirement account to date 
have been invested in special obligations of the United States, yielding 
} percent per annum. If the fund realized a yield of 314 percent 
nstead of 3 percent, the normal cost of the system would be reduced 
y approximately 0.5 percent of taxable payroll. This reduction in 
. ost would be partially offset by an increase in the cost of meeting 
vided the interest requirement on the unfunded accrued liability. The net 

reduction in the level cost of the system which would result from 
an increase of one-quarter of 1 percent in the rate of interest is esti- 
mated at 0.4 percent of taxable payroll. 

2 Assumptions adopted by the Board.—Section 15 (b) of the Rail- 

i Gi road Retirement Act provides that the funds of the railroad retire- 

is Mm ment account may be invested in special Government securities which 

i) (ag ear an interest rate of 3 percent per annum or in other obligations 

\ @® guaranteed both as to principal and interest by the United States and 

zi ‘quired only on such terms so as to provide an investment yield of 

m gq Wot less than 3 percent per annum. Up to now all funds of the rail- 

% Broad retirement account have been invested in the special obligations 

») J which bear interest at the rate of 3 percent per annum. 

me Che valuations of the railroad retirement system as well as all 
gm ther major cost estimates assumed an interest rate of 3 percent. The 
“s @ only instance in which a lower interest rate (21% percent) was con- 

‘dered is a projection prepared in connection with the 1951 con- 
gressional hearings on S. 1347 in which it was required to trace the 
progress of the financial arrangements with the old-age and survivors 
isirance trust fund. There, recognition was given to the fact that 
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the old-age and survivors funds are invested in general and specia| 
Government obligations bearing interest at varying rates and which 
except for the years 1937-39 yielded an average interest rate consi 
erably below 3 percent per annum. For the year 1951, the averg» 
was 2.20 percent. ; 
Evaluation of the Board’s assumptions.—The 3-percent yield 
sumption is the only proper valuation basis as long as all investments 
are made in the special 3-percent securities. 
Conclusion —No change would be justified at the present time, 


I 


Interchange with social security 

Significance of assumptions.—The cost to the railroad retirement 
system of the social-security interchange may be described as the 
excess of social-security taxes payable on railroad payrolls over the 
additional social-security benefits payable with respect to railroad 
compensation. For this purpose “social-security taxes” refers to the 
taxes which would be paid with respect to railroad compensation jf 
railroad employment were covered by the Social Security Act and 
“additional social-security benefits” refers to benefits which would be 
payable by old-age and survivors’ insurance with respect to combined 
railroad and nonrailroad employment over and above the benefits 
payable with respect to nonrailroad employment only. Should benefit 
reimbursements exceed taxes, there will, of course be a saving to the 
Railroad Retirement System. 

There are three principal problems involved in computing the cost 
of the social-security interchange. These are (1) the amount of rail- 
road payrolls which would be taxable if railroad employment wer 
employment covered by the Sgcial Security Act (2) the effect of the 
social-security work clause on the costs of the social-security inter 
change, and (3) the extent of employment under old-age and survivors 
insurance of past, present, and future railroad employees and thei 
wives. 

The first determination required to be made under the provisions of 
the Railroad Retirement Act for financial interchange with the Old 
Age and Survivors’ Insurance System is the amount of the payment 
by the Board which would put the Old-Age and Survivors’ Insurances 
System in the same position as of June 30, 1952, in which it would 
have been if railroad service after December 31, 1936, had been covered 
by old-age and survivors’ insurance. Such a determination require 
information with respect to the railroad payrolls which would have 
been taxable if railroad employment had been covered by old-age and 
survivors’ insurance, 

Railroad Retirement Board records includs monthly compensatiot 
of employees after 1936 not in excess of $300 per month. Under old 
age and survivors’ insurance, taxable compensation was limited t 
$3,000 per year prior to 1951 and $3,600 thereafter. There has beet 
no specific monthly limitation. Hence the determination of th 
amount to be credited to old-age and survivors’ insurance as taxes 0 
railroad payrolls cannot be precisely determined from availabh 
records. Assumptions will be required to translate railroad payroll 
into old-age and survivors’ insurance taxable payroll. 

The level-cost calculations of the Board will also require estimate 
of the amounts of future railroad payrolls which would be taxabl 
if railroad employment were covered by the Social Security Ac 
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cia] These estimates will be constructed in the same manner as the estimates 
hich of payrolls taxable under the Railroad Retirement Act. However, it 
\sid- is interesting to note, first, that the absence of a limitation on taxable 
Tage monthly wages in the Social Security Act results in a higher amount 

of taxable payroll than the taxable payroll under the Railroad Re- 
Las tirement Act; and second, that the increasing scale of taxes under 
ents the former act gives greater weight to the estimated payrolls for the 

eriod after 1971. Obviously the estimates of railroad payrolls in 


the far distant future are less reliable than the estimates covering 
the next few years. . 
A second problem affecting the cost of the interchange results from 


‘ent the work clause of the Social Security Act. Prior to September 1, 


+ the 1952, benefits under old-age and survivors’ insurance were not payable 
r the «any month in which $50 or more was earned in covered employ- 
road ment. The amount applicable since that date has been $75. Benefits 
0 thea ll not be creditable under the interchange with respect to months 
on iff i, which earnings covered by old-age and survivors’ insurance ex- 
, nd ceeded the amount provided in the work clause. The wage records 
ld bel of old-age and survivors’ insurance indicate quarterly compensation, 
>ined MM jt do not show the number of months in which the compensation of 
neutsHH covered employees (not then retired under old-age and survivors’ 
enefit@l insurance) would have been disqualifying under the work clause. 
0 the Assumptions will be required with respect to this factor both for de- 
ial termining the position as of June 30, 1952, and for estimating future 
fizz costs. 

rail The old-age and survivors insurance benefit formula provides an 
tthe amuity of 55 percent of the first $100 of the average monthly wage 










and 15 percent of the next $200. This weighting at the lower-income 
levels results in greatly reducing the credit to the railroad retire- 
ment system under the interchange in cases where railroad-retire- 
ment annuitants have a sufficient work record under old-age and sur- 
vivors insurance to be entitled to a social-security retirement annuity. 
In such cases the credit is determined by the difference between the 
old-age and survivors insurance benefit, which would be payable based 
upon both railroad and other compensation, and the benefit payable 
on account of other compensation only. 

At the time of the hearings on the 1951 amendments, there was no 
reliable information as to the extent of the old-age and survivors 
insurance coverage of railroad employees whose railroad work history 
makes old-age and survivors insurance annuities a possibility, nor 
as to the extent to which wives of railroad employees are fully insured 
sation under old-age and survivors insurance. These factors are important 
or old “2 estimating the cost of the social-security interchange, and differ- 
ted td (Ces of opinion in these respects on the part of the actuaries of the 
mre Board and of the Social Security Administration have resulted in 
of thay Ct estimates differing by nearly 1 percent of taxable payroll. 

The actuary of the Social Security Administration has assumed 
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ailab that a very high percentage of new entrants and employees withdraw- 
voll 2g from railroa service before retirement will have acquired enough 
“ social-security credits to become entitled to old-age and survivors in- 
imate Urance benefits based on social security earnings alone. The Board’s 
axatlqag “Cary assumed much lower factors. 

‘ With respect to wives of railroad workers, the social-security 
actuary’s estimates were based on higher reduction factors than the 
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estimates of the Board’s actuary. The difference of opinion aroy 
with respect to the size of the allowance for the possibili ty of a 
insured status under the Social Security Act on the part of the wif 
or widow on the basis of her social-security earnings. The higher 
reduction factors (applied to the total cost of wife’s or widow’s be 
fits) assumed by the actuary of the Social Security Administrat; 
resulted in a lower estimate of the amount of reimbursements that 
could be expected to flow from social security to railroad retiremer 
on account of benefits to wives and widows of railroad employees who 
would have accumulated at least 10 years of railroad service at the 
time of their retirement or death as the case may be. 

The same considerations apply also to the fifth actuarial valuation 
of the Railroad Retirement Board where assumptions regarding social. 
security employment of railroad workers had a pronounced effect o 
the calculated costs of the system. It appears that the actuary of t 
Social Security Administration is still of the opinion that under 
the reimbursement provisions some credits will from railroad 
retirement to social security. Since the fifth valuation estimated , 
credit of 0.59 percent of payroll to flow in favor of the railroad 
retirement system, the difference of opinion as related to the fifth 
valuation would be at least 0.6 percent of railroad payroll. 

Assumptions adopted by the Board.—¥or purposes of the fiftl 
valuation, the Board conducted a special social-security emp loyment 
study which was run mainly with respect to active employees who per: 
formed some railroad service during 1950. The study was based on a 
0.1-percent sample and included some 2,000 cases of active employees 
For every case in the sample, complete wage data were obtained from 
the Social Security Administration. Various tabulations were then 
prepared in order to derive percentages with social-security earnings 
during the years 1937-50, distributions by number of social-security 
quarters of coverage, and also specific data for the years 1948-5) 
The more significant results of these studies are summarized in tables 
37, 38, and 39. 

Table 37 shows the percentage of 1950 railroad employees wit! 
social-security quarters of coverage during 1937-50, a distribution by 
number of such quarters, and the average number of quarters per 
individual with social-security credits. The data are broken dow 
by age at entry into railroad service and by duration. The table 
clearly brings out the fact that employees who entered railroad serv- 
ice before 1937 (durations 16 and over) acquired on the average few 
social-security quarters in a period of 14 years; the highest average 
was 6.4 quarters. This would seem to indicate that the extent of 
concurrent social-security employment for long-time career r: _s 
workers was rather minor. The fifth valuation concluded that soc 
security credits of major consequence will be acquired by ceived 
workers only prior to their entry into railroad service or after the! r 
withdrawal before retirement. The social-security credits which wil 
be obtained during a worker’s attachment to the railroad industry will 
be, at best, minor. The extent of concurrent social- security employ- 
ment will tend to diminish with the duration since entry. However, 
for future employees or for recent entrants, particularly at the higher 
ages, it will be necessary to assume rather heavy social-security credits 
before their entry into railroad employment. 
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|) \BLE 37.—Active employees * with social-security earnings in 1937-50 


Percentage distribution with specified numbers of — of coverage, and the average number of such 
rere quarters 







































































ler Percent with social security quarters : 
ne en oh tse rr rm oe Ba 2 A~ae 
Central age at entry # | duration | | ~ a . 
in 19507) an | o9 | 10:19 | 20-29 | 30-39 — quarters ¢ 
————$——_—_—_}—_ + | +— — mone 
O| 3] 733| 13] 1.7] . 5.4 
3) O64): 668! Ms) “OPP o ue i 6.8 
th, 6} 922) 632! 180 8.6] 24 8.0 
Le 11 86.0| 66.6! 17.6} 1.8 oe 6.2 
16) 26.6) 233) 21) 3 | 9 4.6 
; 0} 96.5 44.8| 362] 15.5 11.1 
10n 2] 91.4) 397] 307 12.0 |_.- | 10.2 
‘ial 6| 927) 37.8) 40.3 1.0} 2.4 12.2 
lal 11} 89.6| 51.0] 240 1.4} 21] 1 10.2 
FO) 16| 21.3| 184 1.9 1.0 | |. 5.0 
4) . 0} 852) 22.2] 40.8] 18.5 ea daesacaers) 14.4 
the } 2} 929| 21.5) 358| 22) 47| 47 17.5 
le 6) 42) 22) 337) 186) 81] 46 15.3 
\der ll 80.7| 455] 193) 105) 36| Ls 11.2 
“oad 16] 27.2] 21.0 2.6.) 13 i) ee 6.2 
0} 100.0 18.2 24.3) 24.2) 152] 18.2] 24.2 
da 2} 965) 27.5) 173) (69) 20.7) 241 24.0 
oa 6| 95.8 23.6; 25.0!/ 31.9 9.7) 56] 18.9 
oad | 823| 800} 167] 189) 27 |-22...] 9.4 
ifth 16} 25.0) 21.9 | aaa oI Rita 6.4 
i over mat 0} 88.6 | 25.0 6.8 11.3 20.5 | 25.0] 27.5 
2) 923) 135 15.4 17.3 25.0} 21.1 27.4 
F ft) } 929) 332] 23.0] 25.5 6.9) 23) 15.5 
th 11} 786} 41.5) 22.9 G7 i RF ts? 28) 12.0 
nent 16} 40.0} 40.0 }-- L ollesnltbnnoeaial biindhuse 1.2 
per- 7 Te, = 
loyees working in railroad service in 1950, alive and not retired at the end of the year. 
On i i tentry equals year of railroad entry minus year of birth. 
vees j ion in 1950 equals 1950 minus original year of entry. 
. adivic jual with social security quarters of coverage. 
ron 
ther Taste 38.—Social-security employment in 1948-50 of employees in active service 
ings in 1950 * 
rity ae 
bf) Percent Percent with social se- | Average number of quar- 
Central ith curity quarters in— _|ters for those working in— 
bles Year of entry duration lal ae a ah 
‘ quarters ; 
in 1950? |i 1948-50 
. ~ | 1950 | 1949 1948 1950 1949 1948 
wit! | | Tut any art TT ‘ieee 
n by ee 0 82.4] 69.4] 644] 61.7 2.6 2.8 | 2.9 
; YY ee 2 68.7 38.0} 40.0] 53.7 2.4 2.3 | 2.7 
per 16-42 6 35.2} 2.7 / 24.7) 23.0 a4). 28 2.6 
low 191-37 11 24.3 14.2 15.8} 16.4 za); SS 2.9 
1 1986 and prior. 16+ 5.5 3.6) 37) 31 2.3 2.7 2.7 
table — -—— 
a Petal... kk pe Soh 33.1] 226| 226) 2365) 24) 25, 28 
serv- | } | 
: WwW cee aie SE eR ee ee 
fe ecliaiaes working in railroad service in 1950, alive and not retired at the end of the year. 
rage ‘Duration in 1950 equals 1950 minus year of railroad entry. 
it of 
road Taste 89.—Social-security employment in 1949 of employees who first entered 
all raitroad service in 1950 
road = Percent with social security quarters yl oak 
ho} hg Average | avenge 
the r in 1949 as indicated soctat nunsher A 
will Central age at entry eh. nent — Fscatto security social b~~d 
ed | wages per| security 
will — | 1 | 2 | 3 Lf quarter | quarters | 1 19 
ploy- aca - | | 
eainiah ; | | | | 
CPC I esnen-nicavoicnsg nine 0.7] 167 | 1.7} 11.7] 166] $306 | 2.5 $766 
herent .--..--........ ct See | m4/ 190] 138| 103) 23| 30| 27/ 1,058 
5 ER ea 61.9} 111 7.4 | 7.4] 26.0 | 516 | 2.9 1,510 
edits Hi 8... a 7.8| 61) .182| 151] 39.4 543 3.1 1, 690 
Bandover. 61.4| 13.6 68| 11.4] 29.6 533 2.9 1, 561 
Teel... See oa O14 | 4.4| 1.7] 1.3] 27.0 | 445 | 2.8 1, 43 


33494—53—pt. 1——-29 





418 RETIREMENT POLICIES AND RAILROAD RETIREMENT SYSTEM 


Table 38 summarizes the social security employment history dur- 
ing the years 1948-50. Over 82 percent of all 1950 entrants had some 
quarters of coverage during the 3-year period. The percentage goes 
down as the year of entry into railroad service goes further back 
Thus we see that of all employees in the 1950 active census who entered 
railroad service before 1937, only 5.5 percent had any social security 
employment in 1948-50. The table also shows that even the 1950 en. 
trants had, on the average, less than 3 quarters of social security coy. 
erage in any of these 3 years. Another study, summarized in table 39, 
shows that individuals who entered railroad service for the first time 
in 1950 had an average of 2.8 quarters of social security coverage jn 
1949 and that their average wages per quarter were $445. The aver. 
age total wage for the year was $1,243. 

While the data for 1937-50 were deficient in that they did not reflect 
the effect of expanded social security coverage under the 1950 amend- 
ments, nevertheless they could, in the Board’s opinion, be looked upon 
as indicative of definite patterns. On the basis of these data, the fifth 
valuation formulated a series of important assumptions which are 
summarized below : 

1. Ninety-five percent of all future entrants will have some social 
security coverage before their railroad entry. 

2. Future social security earnings before railroad entry will be at 
the rate of $550 per quarter of coverage. 

3. Social security wages before entry were assumed to average 
$1,300 per year. Such average provides for the fact that social security 
earnings will not necessarily be obtained in every year before entry 
into railroad employment. 

4. The percentages of future immediate age retirements who will 
also be eligible for an old-age benefit based on social security wages 
alone will be in accordance with table 40. 

These percentages are, generally, higher for recent and future en- 
trants, becoming smaller at the intermediate durations for active em- 
ployees. At the late durations, somewhat higher percentages were 
taken than at the middle durations in order to allow for the effect of 
the new start provisions of the 1950 Social Security Act amendments. 

5. The great majority of railroad employees who withdraw before 
retirement will acquire enough social security coverage to qualify 
them for an old-age benefit. The percentages assumed were generally 
between 80 and 90. 

6. At least 25 percent of employees who will in the future retire 
on a disability annuity were also assumed to become insured for an 
old-age social security benefit based on wages alone. Here the implicit 
assumption was that a portion of disabled annuitants will perform 
some social security service after becoming eligible for an annuity 
under the Railroad Retirement Act. 

7. The minimum primary amount attributable to those assumed to 
qualify for an old-age benefit under the Social Security Act was about 
$28. In the case of withdrawals, primary benefits as high as $66 were 
assumed in many instances. The smallest primary insurance amount 
for withdrawals was $44. For disability retirements, an average pr'- 
mary benefit between $33 and $44 was assumed. 

8. Social security earnings after withdrawal and before retirement 
were assumed at a level somewhat below the salary scales used in the 
valuation. 
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The assumptions enumerated above were utilized in conjunction 
rith the other basic actuarial factors which were described at some 
pngth earlier in this chapter. The quarters of social security cover- 
we and annual earnings attributable to years before railroad entry 
ind after withdrawal were utilized in the calculations of social secu- 
rity benefits based on railroad compensation and social security wages 
combined. A small allowance was also made for social security earn- 
ings concurrent with railroad service. These calculations formed the 
jasis for the major part of the reimbursement estimates—that is, the 
ectimate of the benefit amounts which social security would have paid 
in the future on the basis of combined earnings under the two systems. 
The assumptions related to the percentages of employees expected to 
qualify for dual benefits based on social security wages alone were 
utilized in order to calculate the value of benefits which social security 
vill be paying to railroad employees (those meeting the 10-year serv- 
ice requirements of the Railroad Retirement ‘Act) on the basis of 
«ial security credits alone. The amounts so calculated were then 
considered as a reduction from the gross reimbursements which would 
stherwise have been applicable had there been no dual benefits pos- 
sible under both systems. 


Tuste 40.—Percentage of immediate age retirements which will also result in 
dual benefits under the Social Security Act on the basis of wages alone 
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Evaluation of the Board’s assumptions.—The amounts to be credited 
0 the Railroad Retirement System by reason of benefits paid prior 
0 June 30, 1952, can be determined from railroad retirement and old- 
geand survivors insurance records. However, the credit with respect 
0 future benefits can only be estimated on the basis of assumptions 
ith respect to old-age and survivors insurance coverage of railroad 
mployees. Railroad employees may obtain old-age and survivors 
isurance coverage prior to their railroad employment, or subsequent 
hereto (whether they leave railroad work by retirement or by with- 
irawal), or while still in railroad employment if intermittent or 
easonal workers, Individuals entering railroad employment at very 
ong ages are not in general previously insured under old-age and 
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survivors insurance. However, a percentage of employees who enter 
railroad employment at or after age 30 are fully insured under olq 
age and survivors insurance at that time. An assumption of 
extent of such coverage, including the amount of old-age and surviyy 
insurance employment and the average monthly wage thereunder} 
required in order to estimate the cost of the social-security inte 
change. Old-age and survivors insurance employment after wit 
drawal or retirement from railroad employment may also qualify 
individual for old-age and survivors insurance benefits and there 
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insurance coverage of the wives of railroad employees, the restilt 
an overestimate of the cost of its spouse’s annuity which would | 
in part the overestimate of the aaa to which it will be entitled from 
sitem and survivors’ insurance under the interchange. Here aga 
there is no reliable criterion for determining how widespread old-aggy, 
and survivors’ insurance coverage of wives of railroad retirants 1s 
the present time, or how widespread it may become in the future. chi 
Old-age and survivors’ insurance coverage of widows of railroagi..., 
workers raises similar cost problems under the financial interchang@y,,. 
Credits to the Railroad Retirement System will be based in such cas 
upon the excess of the survivorship benefits which would be payal 
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ynder old-age and survivors’ insurance over the old-age and survivors’ 


ae insurance annuities resulting from the widows’ own work records. If 
“ re the extent of old-age and survivors’ insurance coverage of widows of 
we milroad employees is understated, the credit to railroad retirement 


ander the interchange will be overstated. 
(onclusions.—There is no reliable basis at present for estimatir 
ne cost of the social-security interchange. Only after many years 0 
yal experience become available can reasonable cost estimates be 
ived. It would appear probable that a true cost may lie between 
Roard’s estimate of a credit of 0.59 in favor of railroad retirement 
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wv yeas, Monusive. JALIL Crmiployees Til UliTs yroup are Lreate’u as il 
had entered at age 28, 13 years prior to the valuation year, and 
attained age 41 in the valuation year. Since the value of benefits 
more dependent upon the age of the employees at the time of the 
aluation than upon their ages when first employed, the accuracy of 
the valuations should be improved by reducing the spread of ages 
ma single valuation group from 9 years to 5 years. This could be 
achieved by a grouping by quinquennial attained ages and duration 
Mince entry. Such a change would increase somewhat the labor of 
he valuation. 
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survivors insurance. However, a percentage of employees who enter 
railroad employment at or after age 30 are fully insured under ojq. 
age and survivors insurance at that time. An assumption of the 
extent of such coverage, including the amount of old-age and survivor 
insurance employment and the average monthly wage thereunder jc 
required in order to estimate the cost of the social-security inte. 
change. Old-age and survivors insurance employment after with, 
drawal or retirement from railroad employment may also qualify ay 
individual for old-age and survivors insurance benefits and thereby 
result in a decrease in the credit otherwise payable by old-age anj 
survivors insurance to railroad retirement if an annuity is payable by 
the latter system. ; 

As a result of differences in opinion on the questions discussed 
above, the Board’s estimates, with respect to the 1951 amendments gs 
finally enacted, assumed a flow of credits from old-age and survivor 
insurance to railroad retirement, whereas the actuary of the social- 
security administration has assumed that the flow will be in the oppo 
site direction. The aggregate differences between the 2 estimates as 
presented at the time of the 1951 hearings was close to 1 percent o 
taxable payroll. For purposes of the fifth valuation, the Boar 
assumed that most of the new entrants in the older age at entry 
groups and sizable proportions of new entrants in the middle age at 
entry groups will have enough social-security credits to qualify fo 
an old-age benefit on the basis of their social-security earnings alone 
Similarly, most of the withdrawals were assumed to be eligible fo 
social-security benefits on the basis of their social-security employ 
ment history before entry and after withdrawal. The conclusions 
reached by the Board were based on sample studies covering the years 
1937-50. It is doubtful whether the studies conducted by the Board 
offer a reliable basis for assumptions as to the old-age and survivors 
insurance coverage of railroad employees in the future. It should be 
kept in mind that the Board’s studies were based on a very sma 
sample and that no data were available for the years 1951 and subse 
quent when the expanded coverage provisions of the 1950 social 
security amendments were operating. 

The extent of old-age and survivors insurance coverage of the wive 
of railroad employees is an element in the estimate of the effect of th 
social-security interchange. It should be pointed out that an assum 
tion in this regard is required in the Board’s estimates of the cost of 1 
pores annuity since old-age and survivors’ insurance benefits, othe 
than the wife’s benefit, are deductible from the spouse’s annuity. | 
the Board has underestimated the effect of old-age and survivors 
insurance coverage of the wives of railroad employees, the result i 
an overestimate of the cost of its spouse’s annuity which would offs 
in pers the overestimate of the credit to which it will be entitled from 
old-age and survivors’ insurance under the interchange. Here agull 
there is no reliable criterion for determining how ca aeepread old-ag 
and survivors’ insurance coverage of wives of railroad retirants is 
the present time, or how widespread it may become in the future. 

Old-age and survivors’ insurance coverage of widows of railroad 
workers raises similar cost problems under the financial interchange 
Credits to the Railroad Retirement System will be based in such case 
upon the excess of the survivorship benefits which would be payall 
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under old-age and survivors’ insurance over the old-age and survivors’ 
surance annuities resulting from the widows’ own work records. If 
ihe extent of old-age and survivors’ insurance coverage of widows of 
railroad employees is understated, the credit to railroad retirement 
under the interchange will be overstated. 

Conclusions. —There is no reliable basis at present for estimati 
the cost of the social-security interchange. Only after many years o 
actual experience become available can reasonable cost estimates be 
derived. It would appear probable that a true cost may lie between 
the Board’s estimate of a credit of 0.59 in favor of railroad retirement 
and the social-security estimate of a small credit in favor of the old-age 
and survivors’ insurance system. However, the Railroad Retirement 
Board has available more information as to social-security coverage 
of railroad employees than does the Social Security Administration, 
ind for that reason more weight should presumably be given to the 
stimates made by the Railroad Retirement Board. 


Ill. SUMMARY OF GENERAL ACTUARIAL METHODOLOGY USED 


The methodology of the actuarial valuations of the Board is neces- 
sarily complex. The number and variety of the benefits provided as 
yell as the complicated benefit formulas make inappropriate any 
simpler approach to the problem of the determination of the cost of 
the system. 

The present value of future benefits with respect to the service of 
present active employees is estimated from data with mage to 4 
percent of the railroad population. The use of the sample in lieu 
ofa complete census results in substantial economies in the record- 
keeping and tabulating activities of the Board without any appre- 
cable loss of accuracy. Further economy of effort is achieved by 
the use of the valuations of broad groupings of employees by central 
ages at entry and duration since entry. e grouping of employees 
for valuation purposes is a standard actuarial device intended to 
prevent the number of groups of employees from reaching unman- 
ageable proportions. However, the particular method of grouping 
adopted by the Board is open to some question. The Board’s group- 
ing is by quinquennial ages at entry (16 to 20, 21 to 25, 26 to 30, 
etc.) and, after the year of entry, quinquennial durations since entry 
(0,1 to 5, 6 to 10, 11 to 15, ete., years). The result is a spread of 
Yyears in the present ages of the employees in a single group. For 
ample, the ages at valuation of the group aged 26 to 30 at entry, 
with duration since entry of 11 to 15 years, ranges from 37 years 
to 45 years, inclusive. All employees in this group are treated as if 
they had entered at age 28, 13 years prior to the valuation year, and 
had attained age 41 in the valuation year. Since the value of benefits 
is more ce ent upon the age of the employees at the time of the 
valuation than upon their ages when first employed, the accuracy of 
the valuations should be improved by reducing the spread of ages 
ma single valuation group from 9 years to 5 years. This could be 
achieved by a Fo by quinquennial attained ages and duration 
‘ince entry. Such a change would increase somewhat the labor of 
the valuation. 
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The census tabulations provide information as to the number of 
employees in each group and their past service and compensation 
Per-capita factors are developed for each type of benefit provided by 
the system from the probabilities in each successive year in the future 
of the occurrence oF the events giving rise to the payment of the 
benefit, the assumed compensation and service neeuble through su 
year, and the assumptions relating to the duration of the beneé 
payments. Similarly, per-capita factors are developed for each grow 
for the present value of future compensation based upon the prob 
ability of ane service under the assumed service patter 
and salary scales. The per-capita factors are applied to the numbeg 
of employees in the appropriate group. 

Similar factors are constructed for new entrants and applied t 
the relative numbers of employees assumed to enter the system af 
each central age at entry. The percentage normal cost of the syste 
is computed by dividing the present value of benefits for new entrant 


by the present value of their covered compensation. The accrued 


liability is determined by subtracting from the present value of futurg 
benefits with respect to all employees (including annuitants, inactivg 
employees, and spouses, widows, and children of employees and annui 
tants) the normal cost percentage of the present value of their futurg 
compensation. 
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CHAPTER 6 


METHODS OF INCREASING REVENUES AND SAVINGS 
FOR THE RAILROAD RETIREMENT SYSTEM 


SUMMARY 


This chapter discusses the pros and cons of increasing the tax rates 
currently 614 percent on both carriers and employees) ; and raising 
‘he taxable maximum (currently taxes apply only to the first $300 of 
nonthly earnings). Stmilarly there is a discussion of alternatives for 
investment of the Railroad Retirement Account (now $3 billion) 
yhich is currently invested in Federal obligations yielding 3 percent 
interest. Investments of other pension reserves, public and private, 
we outlined. The pros and cons of investing a part of the railroad 
vtirement reserve in federally guaranteed FHA mortgages are dis- 
cussed, as are savings by means of more stringent work restrictions, 
workmen’s compensation, and more efficient administration. 


Two important reasons make it necessary that the committee in- 
vestigate fully alternative means of improving the financial status of 
the railroad retirement system. The latest actuarial estimates show 
that while, on a level-cost basis, the revenues to the system are 12.5 
percent of taxable payroll, costs amount to 13.41 percent—a deficit of 
9 percent of payroll. At the same time there were requests that 
benefits be increased and/or eligibility requirements liberalized. Con- 
ervative practices would appear to dictate consideration of ways of 
reducing existing level-cost deficits before being concerned with an 
improvement in benefits, which will necessitate additional revenue. 
This chapter, therefore, will discuss alternative methods of accom- 
plishing this end. 


I. INCREASE IN TAX REVENUE 


The possible ways in which the tax revenues of the railroad retire- 
ment system might be increased are: by raising the tax rates fixed 
in the Railroad Retirement Tax Act; or by raising the maximum 
amount of monthly earnings to which the tax rate may be applied, 
i. @, increasing the tax base; or by a combination of these methods. 
Since these two methods are closely related (although the effects are 
not the same in both cases), they will be discussed here under the same 
. general heading. 

At various times it has been proposed that the tax rates fixed by 
the Railroad Retirement Act should be increased in order to provide 
additional revenue for the system. In 1946 the existing step-rate 
tax schedule was changed, so that by January 1, 1952, employers and 
employees each paid an equal tax of 6% a. for a total of 121%4 
percent, on earnings up to $300 per month. The few proposals that 


have been made recently by various nonaffiliated pension groups, a 
423 
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local of the International Longshoremen’s Association, and the Rail. 
way Yardmasters of North America’ to increase the tax rate hay 
all tied such an increase in the tax rate to the payment of additiong| 
benefits and have been in terms of an increase to anywhere betwee) 
614 and 73% percent. The Railroad Retirement Board estimates tha 
for each 1 percent increase in the tax schedule (i. e., one half of | 
percent on both carrier and employee), an additional $50 million 
on the average, would be made available annually. Thus, if the pres. 
ent rate on employers and employees were to be raised from 61/, per. 
cent each to 7 percent each, additional revenues of approximately $75 
million annually would result. Of this amount, $31.5 million would 
be collected from employees, and an equal amount from employers. 

Increases in the tax base of the railroad retirement system have 
been suggested at various times, frequently as an alternative to jn- 
creasing tax rates. One of the main bills considered in the 195} 
congressional hearings (S. 1347) contained a provision that would 
have increased the tax base from $300 to $400 per month. It was esti- 
mated that this would have increased the taxable payroll by $600 mil- 
lion a year and would have provided additional revenue of about $75 
million annually. Of this amount, $50 million would be absorbed 
by the increase in benefits resulting from the increased creditable com- 
pensation base, leaving a net revenue increase of $25 million a year. 
The proposal contained in the Senate committee bill (but eliminated 
in the final legislation) would have increased the tax base to $350 

er month, providing an increase in the taxable payroll of $400 mil- 
a annually and an additional tax revenue of $50 million a year. $33 
million of this would have been absorbed by the increase in benefits 
resulting from the increased creditable compensation base, leaving 
a net revenue increase of $17 million a year. More recent proposals 
(by one individual speaking for himself and two Longshoremen’s 
locals (see appendix to ch. 8 for details)) have suggested increasing 
the tax base to $500 a month, which would yield an extra $100 million 
a year, of which $67 million would be absorbed by the increase in 
benefits resulting from the increased creditable compensation base, 
leaving a net increase of $33 million a year. 

The railroads are— 
unalterably opposed to any increase in the taxes now imposed for the support 
of the railroad retirement system, either directly by an increase in the tax 
rate or indirectly by an increase in the tax base.” 
They maintain that any increase in the payroll tax could only operate 
to worsen the already disadvantaged position of railroads with re- 
spect to competing modes of transportation. In this connection, they 
point to the payroll taxes paid by different carriers (by 1970 the rail- 
road retirement tax rate will be nearly twice as high as the social se- 
curity tax rate paid by other carriers, and the present tax rate Is over 
four times higher). In addition, the railroads maintain that the rail- 
road industry payroll absorbs a much larger part of gross revenues 
than does the payroll of other industries, and an increase in tax rates 
could only further decrease the rate of return of railroads on their 
capital investments. 





1 See appendix to ch. 8 of this report for details. . V4 
®See Memorandum in Response to Questionnaire, Association of American Railroads, in 
appendix to ch. 8 of this report. 
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iil. The National Tax Association’s Committee on Taxation of Trans- 
Ave portation considered, in both its tentative and final report, the matter 
nal of the relative position of railroads and other modes of transportation 
eel) with respect to payroll taxes.* In the main, these two reports wae 
hat ‘he contention of the railroads that the effects of higher railroad pay- 
f | ~oll tax rates have been to place them at a disadvantage with respect to 
on, ‘heir competitors. The reports do draw attention, however, to the 
tS- fact that the existence of the railroad retirement system may induce 
ae wilroad employees to accept lower take-home pay than if no such 
15 eystem existed, and that the railroads and their employees apparently 
uld vrecontent with the existing arrangement. 
In a research study prepared by the economic research department 
ave of the Chamber of Commerce of the United States of America in 1949, 
in- entitled “The Hidden Payroll: Nonwage Costs of Doing Business,” 
(rk . < . 
901 jonwage payments by industry groups are listed (see table 1). These 
uld jonwage payments, include payments to OASI, unemployment com- 
sti- pensation, pensions, vacations, ete. In light of the railroads’ argu- 
nil. ments concerning their disadvantaged competitive position, it should 
d10 be pointed out that the nonwage payments of all class I railroads in 
be 1947 were 15.5 percent of wages paid for time worked, which compared 
on vith the 15.4 percent average for the 203 companies included in the 
oat survey. The percentage of nonwage payments of competing modes 
ted of transportation (street railways, buses, and airlines) (14.8 percent) 
a was only slightly below that of all class I railroads. 
nil- 
$33 TABLE 1.—Nonwage payments by industry groups 
fits — - — $$ —$_$____ . 
ing Nonwage payments 
sals te tid G eek or 
an’e : | Number of | As percent 
on 3 Industry group | companies | of wages Per hour | Per year 
ing | paid for | sestend per em 
co | time | Worked | ‘ployee 
lion | worked | 
: in WH vat nant Gaarenal TA "Teams tis a 
ase, Cents 
All industries (excluding railroads) pM. | 203 | 15. 4 20. 5 | $424 
Banks and financial institutions... .............-- : [ at a 23. 4 31.6 613 
Public utilities (exeluding transportation). ...........- | 25 | 20.5 | 28.0 | 578 
Manufacture of chemicals, rayon, and soap_____.-.- 11 | 19.5 | 25.7 | 523 
port Retail stores... ...:. ui aed. ck anes desu dks : 17 | 19.3 | 17.8 372 
tax Petroleum production, refining, etc.............--.-.. 10 17.3 | 29.1 | 590 
Railroads Jere et pete te? d () 15.5 | 20.7 440 
Transportation (street railways, buses, and airlines) 13 | 14.8 | 19.4 420 
rate Manufacture of transportation equipment (excluding | 
; automobiles and trucks).............-.....-...- Lhe 11 14.3 | 20. 5 | 406 
re- Manufacture of food, beverages, and tobacco product 14 14.3 17.5 379 
Metal mining, smelting, refining, ete ...._._- Rone Pe 15 13.2 18.4 391 
hey Miscellaneous industries (hotels, coal mining, ware- | | } 
rail- housing, ete.) eopape---- : : 8 | 13.1 14.2 315 
+e Miscellaneous manufacturing (glass, pulp and paper, | j | } 
| se- and containers) Le een eae See ee Pf 12 12.1 15.9 | 250 
rt Manufacture of machinery and equipment (excluding | 
ver transportation equipment) _.....................-...| 27 10.8 15.2 | 318 
-ail- Manufacture of textiles, rabber, and leather products 12 | 10.7 14.4 288 
‘ Manufacture of automobiles and trucks (including | | 
ues equipment and accessories) ..................------- 12 | 9.8 | 14.2 | 281 
| 
ates : ——____—_— — 
heir 7 lass I roads, 
Source: U. 8, Chamber of Commerce, 1949. 
net the tentative and the final report were mimeographed and released by the National 
ax Association. The final report of the Committee on Taxation of Transportation also 
is, in ‘ppears in Proceedings of the 44th Annual Conference on Taxation Held Under the Aus- 


Dies of the National Tax Association, Dallas, November 26-29, 1951, pp. 847-375. See 
= Correspondence between the committee and Mr. Richard Netzer of the Federal Reserve 
nk of Chicago in appendix C to this chapter. 
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Replies to the committee’s questionnaire on eligibility and benefits 
(see appendix to ch. 8) show that the bulk of interested and affecteg 
groups opposed any proposal to increase the tax rates of the railroad 


retirement system. Both employer and employee representatives Op- at 
posed any tax rate increase, bearing out the uniform agreement in the HM cha 
1951 congressional hearings that the tax rate schedule should not and 7 
could not be raised any further. Only nonaffiliated pension groups “( 
with their large proportion of members who no longer pay any taxes, 9 jno 
appeared to be in favor of an increase, and then only if accompanied 9 pil 
by increased benefits. During the 1951 hearings, Murray Latimer tem 
stated that the top limit which it is practicable to assess, on an average its 
basis, against employees in any contributory retirement system js with 
about 80 percent of the value of the benefits accruing to new employ- that 
ees, and that previous to the 1951 amendments, the railroad retirement had 
system was dangerously close to that maximum limit. erea 

An increase in the tax base would be even more objectionable to the was 
railroads than a tax rate increase (see appendix to ch. 8), because only beld 


one-third of the additional tax revenue derived would be allocated to 
strengthening the financial structure of the system, the remaining two- 
thirds being allocated to additional benefit disbursements, The rail- 
roads further contended in the 1951 hearings that the proposal to in- 


crease the tax base to $400 per month would add about $40 million per (4 
year to their annual labor costs, making them worse off than their an il 
competitors with respect to return on investment and in particular Hii 
with respect to payroll taxes. ploy 

The Railroad Retirement Board and the Railway Labor Executives’ Hj thos 
Association contended that not all of the additional $40 million would mea 
show up as additional cost to the railroads. More than one-half of In 
this amount would be offset by reductions in the corporate income Hing 
tax payments of railroads and by reductions in the costs of the sup- Hing 
plemental pension systems maintained by many railroads (66 percent Hi tax! 
of class I railroad employees in 1949 were employed by railroads hav- (1 
ing supplementary pension plans), leaving less than $20 million in jx al 
additional yearly costs to the carriers at present tax rates. In addi- that 


tion, a representative of the Railway Labor Executives’ Association 
stated that the establishment of the railroad retirement system in 1937 
relieved the railroad industry of at least one-half of the cost of pro- 
viding for employee retirement. By the agreement which preceded 
Federal legislation in 1937, the employees had agreed to pay one-half 
of the cost of all future retirement. In addition, they had agreed to 
pay one-half the cost of all prior service liability, not only of the rail- 
road employees in active service at that time but also of the retired 
employees on the railroad companies’ pension rolls. This prior service 
liability, including pensions, was approximately $3 billion. It should 
be pointed out that by this agreement the employees gained a federally 
administered industry retirement system and the railroads agreed not 
to question the constitutionality of that system. 

There are several arguments in favor of a tax base increase, all of 
which were used by representatives of the Railway Labor Executives 
Association and Railroad Retirement Board officials (but opposed by 
the four operating unions) during the 1951 congressional hearings. 
The most pertinent of these are as follows: 

(1) The first points to the relation of the tax base to employee earn- 
ings. In 1937 only 2 percent of railroad employee earnings were In 
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efits excess of $300 per month; the $300 tax base in that year covered 98 
cted reent of total railroad payrolls. In contrast, 15 percent of such 


varnings were above $300 per month in 1951, and the same tax base 
in that year only covered 85 percent of total railroad payrolls. The, 
changed ratio of taxable — to total payroll had come about as 


road 
Op- 
\ the 


and (Mit result of wage increases obtained in the 1937-51 period. _ 
US, (9) It was contended that the cardinal eee oa of a retirement 
Xes, income adequate enough to bring about the orderly retirement of 


nied 
mer 
rage 


nilroad employees had disappeared from the railroad retirement sys- 
em with the passage of time. A comparison of the adequacy of bene- 
fis in 1937, under a $300 monthly tax and benefit compensation base, 
vith the benefit adequacy in 1951, under the same tax base, showed 


n Is same tax show 
loy- that increases in the cost of living through price rises in the interim 
nent had had serious effects on the adequacy of benefits, despite the in- 


eeases in 1946 and 1948 in size and types of benefits paid. The result 
ms that in 1951 the maximum annuities payable under the act, it was 
ied, were disproportionately low compared to wages. 

(3) It was pointed out that employees paying the additional tax 
yould be adequately compensated. It was estimated that they would 


) the 
only 
d to 
two- 


rail- recive $3 in additional benefits for every $1 additional tax paid, since 
) in- maximum annuities would be calculated on a higher base. 

| per (4) With respect to employee contributions, it was pointed out that 
heir $m increase on the tax base is in accordance with the tax principle of 


ibility to pay. Such an increase in taxes would be paid by the em- 
sloyee group which is in the best position to pay such an increase— 
those earning more than $300 a month (an employee group by no 
neans limited to the operating crafts). 

Insummary, the committee wishes to draw attention to the follow- 
ing facts arising out of the discussion of the possibilities of increas- 
ing railroad retirement revenue by raising tax rates or increasing the 
tax base : 

(1) Increasing tax rates would raise additional revenue, but there 


ular 


ives’ 
ould 
f of 
ome 
sup- 
‘cent 
hav- 


n in almost complete agreement among interested and affected groups 
ddi- Gj that this means should not be employed. 
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pro- 
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(2) Viewed strictly from the point of view of financing, a tax base 
increase would also improve the financial structure of the system, but 
not as effectively as a tax rate increase, since a major portion of the 
increased revenue would be paid out in increased benefits. Viewed 
nore broadly, there are other arguments which would favor a tax base 
increase rather than a tax rate increase. This source of increased 
revenue had the support, in 1951, of the Railway Labor Executives’ 
Association and the Railroad Retirement Board, and was opposed by 
the four operating unions and the Association of American Railroads. 


Il. INVESTMENT OF RESERVE 


| not 

When methods of increasing revenues of the railroad retirement 
ll of @# stem are discussed, one possibility often raised is the earning of 
ives’ More interest on the reserve. The reasons for the existence of this 


d by 
ings. 


nerve have been discussed in chapter 4. This section of the report 
ill explore the possibilities of increasing revenues by a different 
\ype of investment of this reserve than is presently provided for. 
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The investment provisions of the railroad retirement system gy 
set forth in section 15 (b) of the Railroad Retirement Act of 1997 
as amended, which states : 


« (b) At the request and direction of the Board, it shall be the duty of tp 
Secretary of the Treasury to invest such portion of the amounts credited to th 


account as, in the judgment of the Board, is not immediately required for php 
payment of annuities, pensions, and death benefits in accordance with the pro. 
visions of this Act and the Railroad Retirement Act of 1935 in interest-bearing 
obligations of the United States or in obligations guaranteed as to both principal 
and interest by the United States. For such purpose such obligations may pe 
acquired on original issue at par or by purchase of outstanding obligations gt 
the market price. The purposes for which obligations of the United State 
be issued under the Second Liberty Bond Act, as amended, are hereby 
to authorize the issuance at par of special obligations exclusively to the ac 
Such special obligations shall bear interest at the rate of 3 per centuin per 
Obligations other than such special obligations may be acquired for |) 


only on such terms as to provide an investment yield of not less than 5 per centun 
per annum. It shall be the duty of the Secretary of the Treasury to sell and 
dispose of obligations in the account if it shall be in the interest of the account 
so to do. Any obligations acquired by the account, except special obligations 
issued exclusively to the account, may be sold at the market price. Special obliga 
tions issued exclusively to the account shall, at the request of the Board, be 
redeemed at par plus accrued interest. All amounts credited to the account 
shall be available for the payment of all annuities, pensions, and death benefits 


in accordance with the provisions of this Act and the Railroad Retirement Act 
of 1935. 

In accordance with this provision of the act, amounts in the Railroa( 
Retirement Account not immediately required for the payment of bene- 


fits have been invested in 3 percent Treasury notes. On June 30, 1952, 


the total amount in the Railroad Retirement Account was $2,868,968, 
754.44, of which $2,863,144,000 was invested in 3-percent ‘Treasury 
notes; the interest yield on such investments in the fiscal year 1951-52 
totaled $78,889,298.84. 

Methods of investment of retirement system reserves 

In analyzing the investment of the Railroad Retirement Account, it 
will be valuable first to consider how these procedures compare with 
those of other retirement systems. To this end, the report will sum- 
marize briefly the reserve investment of four public or semipublic and 
four private pension plans. 

Civil service-—The civil service retirement and disability fund con- 
stitutes the reserve of the United States civil service retirement 
system. All funds not needed for current cash requirements must be 
invested in “interest-bearing securities of the United States or Federal 
farm-loan bonds” (5 U.S. C. A. 720). The Treasury currently pro- 
vides 4 percent securities for all funds except those arising from vol- 
untary contributions, for which 8 percent securities are provided. Ou 
June 30, 1951, this fund totaled $4,419,900,000, of which $4,362,600,000 
was 4 percent special Treasury notes and $11,200,000 was 5 percent 
notes, with an average interest rate of 3.997 percent. 

Retirement System of the Federal Reserve Banks (Board of Gov- 
ernors plan) .—The Board of Governors plan, covering appr’ ximately 
560 employees, is a part of the larger retirement system of the Federal 
Reserve banks. The larger system covered over 20,000 employees '0 
1951, and funds in its trust fund are investable in securities permitted 
for the investment of the funds of life insurance companies incorpo 
rated under the laws of the States of Massachusetts, Connecticut, of 








Va 
(et 
all 
tru 
ins 


Inv 


an 
of 


lov 


Bon 


Pref 
I 


Mar! 
Net 
pe 


Sot 


Valle 


fur 


ma 











































RETIREMENT POLICIES AND RAILROAD RETIREMENT SYSTEM 429 


New York. During the fiscal year ended February 29, 1952, the aver- 






































phat joe yield of investments was 3.28 percent. With some $124 million 
oe in the reserve of this retirement system, the diversification of invest- 
ment in the fiscal years 1951 and 1952 was as follows: 
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ecount Tennessee Valley Authority—The trust fund of the Tennessee 
enefits Valley Authority retirement system is administered by a trustee 
tee (currently the City Bank Farmers Trust Co. of New York City), and 
all funds not needed for current expenditures may be invested by the 
voal TMM trustee only in “securities and property eligible for investment by life 
bene- st re. j der the 1 f the S f New York” 
a insurance companies under the laws of the State of New York” (sec. 
LO8% 4(3), Rules and Regulations of the Retirement System of the Tennes- 
>> BM ge Valley Authority). The gross yield on the book value of these 
\SUrY ® investments for the fiscal year ending June 30, 1951, was 2.9 percent, 
o1-o and the net return was 2.7 percent. he diversification of investment 
of this system’s reserves in the fiscal years 1950 and 1951 was as fol- 
lows: 
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orpo- ™ ‘und is the repository for the reserves of the social security system, 
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trust fund as is not required for current withdrawals must be invested 
only in interest-bearing obligations of the United States or in obliga. 
tions guaranteed as to both principal and interest by the United State: 
Investments may be purchased on original issue at par, or by purchay 
on the open market. Special obligations may be issued if purchay 
of other United States obligations is not in the public interest, Sy¢) 
special obligations are to bear interest at the average rate borne by 4)! 
then outstanding United States interest-bearing obligations. Ai th 
end of June 1952 the average rate of interest on par value of the 
trust fund investments was 2.3 percent. 

General Motors Corp.—Funds of the pension trusts are invested 
solely at the discretion of the trustees in any property, real or personal, 
including, but not limited to, common and preferred stocks, corporate 
and governmental obligations, participation certificates, leaseholds, 
and mortgages. Yield experience is not available since the pension 
trusts were not established until 1950. 

General Electric Co—The trust funds are invested by the trustees 
under a formula program in approved lists of securities. The inyest- 
ment portfolio consists of Government bonds, corporate bonds and 
notes, and common stocks. The yield of the total fund since Septem- 
ber 1946 has been less than 2.5 percent. 

American Telephone & Telegraph Co.—Pension funds are invested 
in United States Government and corporate bonds, debentures and 
notes, legal for life insurance companies under New York State laws. 
The average yield from such investments at the end of 1951 was 2.79 
percent. 

United States Steel Corp—The trustee is ordered to invest both 
principal and income of the trust fund in such stocks, bonds, or other 
securities or property, real or personal, including stock or securities 
of the corporation or of any of its subsidiaries, as the trustee in its 
sole discretion may determine. No estimate of the amount invested 
or the yield is available. 

Reviewing the reserve and investment provisions of these eight 
different retirement plans, several points are apparent. Strictly pub- 
lic plans such as social security and civil service are narrowly re- 
stricted to investment of their reserve funds in Federal Government 
obligations. Semipublic retirement systems of such Government cor- 
porations or quasi-governmental bodies as TVA and Federal Reserve 
are not as restricted in their investment provisions and these plans do 
in fact invest in a wide variety of securities. The private industrial 
pension plans surveyed have similar investment provisions to those 
of the semipublic systems. ; . 

With respect to net yields, the highest is that obtained by the civil 
service retirement system, averaging 3.977 percent. Both this system 
and the railroad retirement system have been criticized on this basis, 
as being subsidized by the Federal Government to the extent that the 
interest on the special Treasury notes in which their reserves are 11- 
vested is in excess of the average yield of Government obligations. 
(Other public funds invested by the United States Treasury whicl 
yield more than the average yield of all Government obligations 10- 
clude national service life insurance fund (World War II veterans), 
3 percent; Government life insurance fund (insured World War ! 
veterans), 3 percent; Foreign Service retirement fund, 4 percent; 
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Canal Zone retirement fund, 4 percent; Alaska Railroad retirement 
fund, 4 percent ; and adjusted service certificate fund, 4 percent.) The 
QASI trust fund is not open to such criticism, since its funds are in- 
yested in special obligations which only yield the average interest 
rate borne by all outstanding United States interest-bearing obliga- 
10ns. 

ra of the most interesting developments in recent years in the field 
of investment of private pension trust funds has been related to 
attempts to overcome the effects of inflation by increased diversifica- 
tion of investment. ‘Trustees of the retirement funds of the Federal 
Reserve banks began investing in common and preferred stock in 1947, 
and in 1950 started buying FHA-insured residential housing mort- 
ages With funds obtained through the sale of United States Govern- 
ment securities. These attempts to hedge against inflation involve 
disinvestment in Government and blue-chip corporate bonds and se- 
writies which yield a steady but low interest rate in favor of securities 
yhose earnings vary more closely with general business conditions. 

Another development of this nature is the proposal of the Teachers’ 
Insurance and Annuity Association, which provides annuities for 
eachers in colleges and schools by means of contributions from both 
the teacher and the college. After much research based on studies 
of interest rates and stock prices and yields going back into the 
sineteenth century, the associatiori is offering the opportunity of hav- 
ing up to 50 percent of the contributions placed in a common stock 
portfolio. Such contributions will purchase units in the fund at a 
price based on the market value of the portfolio as it exists from time 
totime. The annuity will be paid in two parts, one in a fixed number 
of dollars, the other in a fixed number of units, which, translated into 
dollars, will fluctuate with the market value of the portfolio, hence 
bearing a reasonably close relationship to purchasing power. 

Common stocks appear to be the only form of generally available 
investment media for industrial pension funds seeking to hedge against 
inflation. Only very large aggregations of pension funds can consider 
other inflation-hedging investment outlets such as income-producing 
reil estate, oil royalties, and ownership of manufacturing concerns. 
Alternative methods of investment of the railroad retirement account 

In some respects, the reserve of the railroad retirement system is 
wique and cannot be compared closely to any of the retirement plan 
reserves discussed. In many ways it resembles the reserve of the social- 
xeurity and civil-service systems, since the employee contribution of 
ill three are collected in the form of payroll taxes by the Bureau of 
Internal Revenue, and each system’s reserves are invested by the 


United States Treasury Department in special Federal obligations, 
yielding different interest rates. The railroad retirement reserves 
actually can be viewed to some extent as the reserves of a private 


industrial pension system, since they belong to the employees of the 


uilroad industry, and only by virtue of the fact that the system is 


federally administered has the Secretary of the Treasury become the 


trustee. 


It appears that three main alternative methods of investment of 


sme or all of the funds in the Railroad Retirement Account present 
themselves at this time. 
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A. Diversified trust fund investment by public trustees in any o 
all of— , 
1. Government bonds at market rates. 
2. Government guaranteed real-estate mortgages. 
3. State and municipal bonds. 
4. Industrial securities. 

Under this proposal, the public trustees would be permitted to jp. 
vest and disinvest a sizable portion of the railroad retirement syste 
reserve, with the advice of private investment counselors, much as the 
trustees of the pension funds of large industrial corporations are 
permitted to do. 

B. Diversified trust fund investment by a private trust company, 
This proposal would be similar to A except that a private trust com. 
yany (or companies) would act as trustee, just as the funds of the 

A Retirement System are presently handled. 

C. Present method of investment in Government obligations, yield. 

ing— 
1. Average of all outstanding United States obligations. 
2.. Average of all long-term United States obligations. 
3. 4 percent. 
4. 3 percent. 

As is apparent, C (1) is the method used in investing the OAS] 
trust fund. C (2) would yield a higher rate of interest, about 2; 
percent, since it would not involve averaging in the low-interest 
rate paid on short-term Government paper. It would seem a more 
reasonable proposal than C (1), even for social security, since retire- 
ment investments are largely a long-term consideration. C (3) is the 
method now used for investing the bulk of the reserves of the civil 
service retirement system, and C (4) is the present investment policy 
of the railroad retirement system. 

In seeking to obtain further information about the possible effects 
of a railroad retirement investment policy, including A (2), invest- 
ment in Government guaranteed real-estate mortgages and A (3) in- 
vestment in State and municipal bonds, the committee staff consulted 
with a number of public and private groups and individuals. The 
statements received are included as appendix A to this chapter. 

There is evidence that State and municipal bonds yield lower rates 
of interest because interest from these bonds is tax free. Some, such as 
turnpike bonds, pay somewhat more than 3 percent, but these are lim- 
ited both as to number and possible increase in interest yields. The 
committee developed no evidence as to the propriety of investing trust 
funds in private securities. 

To explore the possibility of investment in Government guaranteed 
real-estate mortgages, it was requested that the various sources con- 
sulted discuss or supply information with respect to a proposal to 
invest a portion of the present railroad retirement reserve in such 
securities. 

The Fiscal Assistant Secretary of the Treasury Department oppose 
the proposal, for the following reasons: (1) It would result in the 
Government placing itself in direct competition with private lending 
institutions, a situation inconsistent with the prevailing theory of the 
function of private investment institutions in our free-enterprise 
economy. This theory holds that insurance companies, savings banks. 
and saving and loan associations should perform the function of su 
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ving most of the funds paras housing. (2) It would establish 
an undesirable precedent leading to pressures for utilizing other Gov- 
ernment trust funds for the benefit of other private groups. (3) In- 
directly, the Government bond market would be affected, for the pro- 
nosal, Involving a disinvestment in special Government obligations, 
‘ould result in a shift in the composition of the public debt from inter- 
nal special issues to public issues, with possibly widespread effects. 

t) There is some question whether the railroad retirement system 
vould obtain a net yield increase, since the administ ration of a large 
nortfolio of real-estate mortgages involves considerable expense. 

' The Chairman of the Board of Governors of the Federal Reserve 
System discussed the proposal from a number of viewpoints, finding 
several undesirable effects likely to arise. ; 

The experience of the Federal Reserve Banks retirement system 
in this connection was given, showing a gross yield for the fiscal year 
nding February 29, 1952, averaging 3.67 percent on a modest invest- 
nent of 1.06 percent of its investment account in Federal Housing 
Administration insured mortgages on larger rental properties. 

While some risk of loss is involved in insured mortgages it was 
suggested that a net yield somewhat in excess of 3 percent probably 
wuld be secured over a period of time. 

The undesirable effects likely to follow the proposal include an 
acentuation of the ‘Treasury’s problem of financing, tending to force 
itto pay higher rates on its market borrowings; increasing the avail- 
ability of construction credit thereby stimulating the level of building 
ibove that most desirable in the interest of over-all economic stability ; 
aid a reduction in yields of insured real-estate mortgages and an 
acentuation of the tendency for high quality real-estate mortgages 
tocommand a premium in the market. 

Mr. J. A. Livingston, editor of Business Outlook and financial 
wlumnist of the Philadelphia Bulletin and Washington Post analyzed 
the problem from two approaches. With respect to the suitability of 
FHA-guaranteed mortgages as an investment for Government trust 
funds, he saw definite advantages, for not only would there likely be 
wme net interest yield greater than the current 3 percent, but there is 
litle risk involved, since the mortgagee is guaranteed against loss of 
principal by the FHA. The chief disad vantage noted by Mr. Liv- 
ingston was that the proposal would put the railroad retirement sys- 
tem in the business Of baperviskiig its mortgages and, should a sizable 
portion of bad mortgages be included, of being saddled with long term 
“\-percent debentures which could quickly wipe out the interest dif- 
ferential between Government bonds and mortgages. 

With respect to the efficacy of the proposal, Mr. Livingston pointed 
out that it would require judgment and inspection of mortgages and 
properties, such that a fairly large investment and service department 
would be necessary, adding to costs and reducing returns. In periods 
of tight money, pressure would be applied both on the trustees and on 
Congressmen to ease the mortgage market. While the present method 
of investment in special Government securities, since it is internal 
iovernment financing, has an all-pervasive effect on the money market, 
the proposal would set mortgage money apart from the rest of the 
honey market. 

Mr. Livingston concluded that if the railroad retirement system's 
‘ivestment provisions were to be liberalized, it would not be a good 

33404—53—pt. 180 
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idea to single out FHA mortgages as investments. Instead, the pro- 
visions should be liberalized to include a wide variety of investments 
so that the cost of establishing an investment department would by 
justified. 

The Housing and Home Finance Agency’s statement was primarily 
descriptive, indicating probable yields and discussing such items q; 
loss margins, —, and amounts of FHA-insured and VA-guaranteed 
mortgages available, and examples of investment in this type of secy. 
rity by other retirement trust funds. 


Summary 

Congress may wish to consider the following facts in connection 
with investment of the reserve of the railroad retirement system: 

(1) The possibilities of investing some or all of the funds in the 
Railroad Retirement Account in common stocks and other industria] 
securities were not arer explored by the committee. A portion of the 
reserves of two semipublic retirement systems, TVA and Federal] Re- 
serve, are so invested. 

(2) State and municipal bonds, although not as secure as Federal 
securities, are a possible means of investing retirement fund reserves, 
However, the fact that interest yields from most of these securities are 
tax-exempt keeps their interest rates below the present amounts earned 
by the Railroad Retirement Account. 

(3) Investment in federally guaranteed FHA mortgages is worthy 
of careful consideration. These mortgages, yielding gross interest 
rates of 4 to 414 percent (before 1953 increases in rates), should yield 
a net return, after service charges and administration, of possibly 31 
percent. Investment of one-half of the $3 billion reserve in these 
guaranteed mortgages could possibly produce an additional $7,500,000 
a year, or 0.15 percent of payroll. 


III, WORK RESTRICTIONS 


Another method of effecting savings for the railroad retirement 
account would be by means of enacting a social ey type “work 
clause.” Under the Social Security Act, benefits are denied to any 


annuitant during any month in which he earns more than $75 in 


employment covered by social security or railroad retirement. 

Work restrictions affect (a) the decision of an employee whether 
or not to retire when he becomes eligible for retirement benefits: 
(6) whether, and how much he will participate in the labor force 
after retirement; and (c) the retired employee’s standard of living. 
Such restrictions affect issues relating to retirement policies. 

But work restrictions are also a method of increasing the financial 
resources of a retirement system. Therefore we shall briefly note the 
extent to which present work restrictions are in operation in the rail- 
road retirement system, what savings could be made by rendering 
them more restrictive, followed by a detailed discussion of work 
restrictions. r 

The Railroad Retirement Act now prohibits anyone from receiving 
retirements benefits if the person is working in the railroad industry. 
However, except in the case of disability annuitants under 65, such 
a person may earn any amount in any other industry, except that he 
cannot continue in or return to the employ of the person for whom he 
was working at the time his annuity began to accrue. 
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The act also denies survivor benefits to those earning any amount in 
the railroad industry or over $75 a month in social security employ- 
me ability benefits are denied if an annuitant under age 65 earns 
more than $75 a month for six consecutive months. This provision has 
ermitted some annuitants to earn full salary for five consecutive 
months, but say, $74 in the sixth month. In this way, the work restric- 
tion can effectively be avoided. Were this provision to be changed so 
that monthly disability annuities were denied during any month in 
which the annuitant earns over $75, annual savings of $3.5 million, or 
(,07 percent of taxable payroll would result. Even were the restric- 
tions placed on a monthly basis and increased to $100, annual savings 
of $1.5 million, or 0.03 percent of payroll would be effected. 

During congressional consideration of the 1951 amendments, a pro- 
posal was made to introduce a social security type work restriction 
for age annuitants in order to provide a larger increase in the general 
level of benefits. Should such a restriction be introduced, in addition 
to those already imposed, whereby earnings in excess of $75 a month 
from any employment would disqualify an annuitant from receiving 
benefits, it would produce savings to the Railroad Retirement Account 
of $45 million a year, almost 1 percent of taxable payroll. However, 
as will be discussed below, such a restriction is vigorously opposed by 
employees, both active and retired, and seriously impairs a fuller 
utilization of older persons in the labor force. 


Alternative proposals for work restrictions 


Existing work restrictions in the Railroad Retirement Act are out- 
lined in table 2. More restrictive, postretirement work provisions 
have been suggested as a means of increasing the savings of the 
ystem. A more restrictive work provision would either (1) tend to 
postpone the effective age of retirement; or (2) cause annuities now 
paid after retirement to be reduced or suspended in months during 
which the annuitant supplemented his benefit by returning to the labor 
force. In either event, the indicated cost of benefits according to the 
present provisions would obviously be reduced. 


TABLE 2.—Work restrictions under the Railroad Retirement Act . 


To be eligible originally 















must retire from serv- To continue to receive benefit— 
ice of— 
Type of beneficiary and age |M ust not return to serv- 
Must not receive ice of— 
ore Any a earnings in excess of | x — 
ow (dollars and months) " 
Employer Last em- 
under act ployer 
Retired employees: 
Under 65; | 
Deability........2<.5... TD wats Yes_......| $75 for 6 consecutive | Yes_. | Yes. 
months.! 
-| No restriction. ___- Yes... Yes. 
pee cutis 555 5. el eis | Yes, 
PO nciciinticesee ade. | Yes, 
DPcidicedids'é | 7er. | Yes. 
| et ae. Yes 2. Yes.? 
$75 for 1 month 3____} Yes____. No. 











in service for hire (other than for covered employer or last noncovered employer), or in selfemployment. 
1 Restriction applicable if either employee or spouse returns to service. 
In social seeu ty employment or self-employment. 
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A work restriction provision can take any one of several forms, {; 
could permit earnings in any month up to a maximum above which the 
annuity would be totally suspended, or the benefit could be reduced on 
a sliding scale for a month in which the annuitant returns to work. 
Two possibilities present themselves as to the type of work clause 
restriction that could be imposed under the latter approach: First, g 
flat ceiling on permissible earnings could be established below which 
the annuity would not be affected; thereafter the basic benefit could 
be reduced by one dollar for each dollar of earnings above the allow- 
able maximum. Second, the permissible ceiling before the benefit js 
reduced could be made to depend on the amount of the annuity; there- 
after the annuity benefit would be reduced by one dollar for each 


X dollars of excess postretirement earnings above the allowable maxi- 
mum before the penalty operates. A variant would be to permit earn. 
ings up to a maximum where such maximum is related to the amount 


of the benefit itself; thereafter the total amount of the benefit would 
be suspended for the month in question. Other variants which Con- 
gress may wish to consider are: 

1. Reducing the amount of the monthly benefit by the amount by 
which the beneficiary’s wages exceed the exempt amount. (A bene- 
ficiary receiving $42 is permitted to earn $75 for a total allowable 
income of $117. If he earns $80, his benefit would be reduced for that 
month to $37, leaving him with the same total income from earnings 
and benefits.) 

2. An annual adjustment plan, which would suspend benefits for 
any month showing earnings in excess of $75, but at the end of the 
year (or the quarter) the beneficiary would receive in a lump sum an 
amount equal to the difference in his benefits and the amounts he 
would have received under 1 above. (The $37 in the above example, 
lus any other adjusted monthly amounts, would be included in the 
sum.) 

3. Reducing benefits by half the amount of earnings in excess of 

a permitted amount. (The beneficiary receiving $42 and earning $80 
would have his benefit reduced to $39.50, thus increasing total income 
from benefits and earnings because he is working.) 
_ A sliding scale of benefit reductions in the event of employment 
after retirement reduces the incentive for the annuitant to manipu- 
late his postretirement work in order to avoid the penalty of com- 
pe suspension of his annuity. Such a provision does not work as 
iarshly as the social security type of provision which permits the 
annuitant to retain his whole benefit up to a certain point and then 
suspends it completely because his earnings for the month have gone 
a few cents above the allowable maximum, often to cause him to receive 
a lower income when working than when unemployed. The theoretical 
advantage possessed by a sliding-scale provision for reducing annuity 
benefits is, however, offset in large measure by the administrative dit- 
ficulties which it entails in proper handling and policing. Conversely, 
while a social security type of work clause provision does not present 
a graded method for reducing benefits in accordance with the size of 
supplementary earnings, nevertheless, the administrative problems 
it presents are relatively simple to handle. 

Under the existing social security plan, investigation of « bene- 
ficiary’s earnings must be made when he has earnings of more than 
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¢75 and has failed to report that his earnings for any month have 
axceeded the permitted amount. Under the above plans each bene- 
jeiary Would be required to report the exact amount of his excess 
arnings each month. Because many workers are not aware of the 
exact amount of their earnings, which include tax and other deduc- 
tions, their own reportings and the wages shown on the quarterly tax 
return would probably differ. Investigations of the correct amount 
of earnings and adjustments in benefit payments would then be neces- 
ary. Many of these administrative difficulties would be reduced if 
reductions were made on a quarterly or an annual basis rather than 
on a monthly basis, but the quarterly and annual base would also in- 
erease the “dry spells” which appear under the present monthly ac- 
eounting method, since some beneficiaries do not report their earnings, 
and benefit deductions are made many months after the month in 
vhich earnings were received. Since few persons are accustomed 
io planning and budgeting for calendar quarters, for example, many 
misunderstandings could arise. . 

Finally, experience has shown that beneficiaries tend to limit their 
wrhings to some amount under the work clause ceiling unless they can 
arn considerably more than their benefits plus the permitted earnings, 
o that the reduction plan would be of advantage to relatively few 
eneficiaries. The question may be raised, therefore, where in prac- 
tical terms the monetary advantage to these few resulting from having 
areduction plan would warrant the additional complications to em- 
ployers, workers, and the Railroad Retirement Board in administering 
the plan. 

Consideration should also be given to varying restrictions depend- 
ing upon the age of the annuitant and the conditions under which 
the benefit is provided. Considering disability retirements, for ex- 
anple, there would appear to be good reason to have a work clause 
provision which is different from that which applies at the normal 
rtirement age of 65. A decision as to whether to use a sliding-scale 
type work clause for such retirants or the flat maximum type used by 
weial security should take into consideration whether rehabilitation 
provisions are later added in connection with disability benefits. 

With respect to the situation after age 65, the savings which can 
beachieved must be balanced against the costs involved in the policing 
ispects. As a practical matter, the savings effected by any reasonably 
restrictive work clause take place from ages 65 to 75. The number of 
imuitants working past age 75 is so small that no practical point 
would be served in the continuation of a work restriction provision 
thereafter, The decision of Congress to remove the social security 


vork clause for individuals after age 75 reflects these theoretical cost 
considerations. 


The case for work restrictions 


Four major reasons for such work restrictions appear in discussion 
of their use in connection with old-age and survivors insurance 
iid the railroad retirement systems. The first and basic point is 
that the insured risk is wage loss caused by substantial retirement and 
therefore a worker still receiving wages is ineligible for benefits. The 
cond, which applies particularly to periods of full employment such 


isthe present, is that the costs to the trust fund of removing a limita- 
ton on earnings at a given age are prohibitive. Two other reasons, 
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which apply more particularly in a period of low employment, such 
as the depression during the 1930’s when the railroad retirement and 
social security systems were established, are: (@) Without a substap. 
tial retirement test, beneficiaries might underbid other workers fop 
jobs which they could perform at lower wages but without logs of 
income because they are also receiving retirement benefits and (3) 
such a limitation encourages older workers to retire, thus vacating 
jobs for younger workers. Restrictions were written into the original 
railroad retirement and old-age insurance systems in the mid-1930’s4 
largely because, under depressed market conditions at that time, 
emphasis was placed on encouraging retirement in order to increase 
job opportunities for younger workers. The recommendations of 
the Committee on Economic Security (1934) which formed the basis 
of the Social Security Act of 1935 reflect this purpose as follows: 


If old-age insurance benefits are paid to persons continuing in regular employ- 
ment after attainment of age 65, they will become, in effect, a subsidy to older 
workers in competing in the labor market. Since the employment and wage 
rates of younger workers would be adversely affected by such subsidized competi- 
tion, it was felt that the old-age insurance benefits should be suspended in those 
cases where otherwise qualified persons were regularly employed. It was be- 
lieved that the social advantages of encouraging retirement at age 65 far out- 
weighed the objection that individual equities would be reduced when benefits 
were thus suspended. Since the benefits paid after retirement would, in most 
instances, greatly exceed those financed by the employee’s contribution, there was 
little basis for this objection. In any event, the main purpose of the plan is to 
provide a partial compensation for the loss of earned income.* 


In 1952 the Congress raised the ceiling of the old-age and survivors 
insurance work clause, this time to $75,° chiefly to reflect the rise in 
wages and living costs. But the principle of the retirement test was 
retained, in spite of the fact of considerable sentiment for abandoning 
it entirely,’ because, in the words of the Honorable Robert Doughton, 


chairman of the House Committee on Ways and Means: . 

It is proper that there should be some such provision because we are really pay- 
ing retirement benefits and not merely age annuities, since it would be wasteful of 
social security funds to pay them to full-time workers just because they happen 
to have passed a certain age.* 


A modified retirement test appeared in the railroad retirement 
system in 1946, to be applied only to survivors and, in a limited way, to 
the disabled. The retired worker himself was still subject to the 
retirement test provided in the 1937 act, which specified that he must 
surrender his benefit for any months in which he received earnings in 
the railroad industry or from the person by whom he was last employed 
before his annuity began. The important difference here between the 
old-age and survivors insurance test and the railroad retirement test 1s, 


4The principle of allowing some earnings in other than covered employment while 
receiving benefits first appeared in the Railroad Retirement Act in 1937. 

5 Social Security in America (Washington, 1937), p. 203. D 7 

The House version had set the earnings ceiling at $70; the Senate version raised it to 
$100. and in conference a compromise set the ceiling at $75. ithe 

™The Democratic Party platform of 1952 reflects this sentiment by calling for the 
complete elimination of the work clause for the reason that those contributing to the 
social-security program should be permitted to draw benefits upon reaching the age 0! 
eligibility and still continue to work.” 

® Congressional Record ge od May 19, ne, 5508. ta 

® Survivors benefits were made subject to deductions until the total of the deduc . 
equaled the benefit for any month in which the beneficiary received wages of not less t an 
$35 (now $75) and if disabled workers receive more than $75 in each of six consec oom 
calendar months at the end of such time, they were deemed no longer disabled and there 
fore not entitled to disability benefits. See 60 Stat. sec. 205, sec. 2; (2) (i) 
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of course, that in the railroad system it applies only to relatively few 
‘obs at a time when demand for workers is high. 

At the present time the main argument in favor of the general work 
restriction, such as that contained in the Social Security Act, as 
amended, is made on the basis of allocating a limited amount of money 
on the basis of need. According to this position, those who are able to 
work and earn income are not in as great need as those who cannot 
york. Moreover, since all benefits for some time to come will greatly 
exceed actual tax contributions by individual beneficiaries, the princi- 
ple of insurance protection is not hindered. 

Robert J. Myers, chief actuary of the Social Security Administra- 
tion, recently summarized this argument as follows: 

While there may be some argument for paying benefits as a matter of right at 
age 65, it would seem much wiser to use the limited money available for social 
insurance purposes to pay as adequate benefits as possible to those who presump- 
tively most need them (namely, those who are retired) rather than to “spread the 
money thin” by giving a lower amount to all who have passed the arbitrary 
pundary line of age 65.” 

Stated in another way, this objection is that it is unreasonable to pay 
benefits at age 65 whether or not a worker retires from his job. he 
question arises as to whether a social insurance system should allow 
ienefits plus earnings to add up to a greater income than earnings from 
full- or part-time employment. In this sense, the retirement test can 
te considered as a means of keeping workers in the labor force rather 
than a means of encouraging them to retire, as was a purpose in 1935. 

Finally, the work restriction, especially with the $75 ceiling, applies 
toa relatively small percentage of beneficiaries. The majority of 
eneficiaries could not take advantage of the opportunity to increase 
outside earnings. Surveys of retired old-age-insurance beneficiaries 
indicate that most of them retire because of ill health or because they 
lose their jobs. In this view, the removal of the work restriction 
vould, at great cost to the fund, offer benefits to the most fortunate 
of the beneficiaries—those who are able to work and can continue to 
work or find work—at the expense of the much larger group who 
cannot. 

Qne major reason why costs would be so greatly increased in the 
nuilroad retirement system if all work restrictions were lifted is the 
fet that the average retirement age in that system, even with the 
3) year provision which permits retirement prior to age 65, is, disre- 
garding retirements on account of disability, around 68 years. This 
results in savings to the Railroad Retirement Account in two respects: 
(1) because no annuities are being paid from the fund to persons 
continuing to work and (2) because these same persons are paying 
taxes on employment into the fund. 

The case against work restrictions 

_The chief argument against the work restriction is that in a sense 
't penalizes people for working, as a policy adopted during the de- 
pression. Its application, it is urged, should be rescinded in a period 
in which the country needs more workers. Moreover, our attention 
8 directed to the fact that many of the benefits of the old-age and 
survivors Insurance and railroad retirement systems are still scaled to 
———— 


*Robert J. Myers, Retirement Age Under Old-Age Insurance, in American Economic 


Security (September-October 1951), p. 4. 
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what is now a very low minimum subsistence; and therefore, the Al 
argument runs, beneficiaries should be allowed to supplement theip Is 


incomes so far as they are able. Opponents of work restriction cits un 
as an example that if the $75 of allowed income is added to a benefit by 
of $75, the effect of the work restriction is to limit the income of the 
working beneficiary to $150 a month, and to penalize him by cutting 
off the benefit if he earns a larger amount, however little. Thus, it is Mm 
suggested, some beneficiaries will have a smaller total income if they 
work than if they remained unemployed or did a small amount of 
work. For example, if the earnings of a $75 a month beneficiary are i ™ 


increased in a given month from $75 to $80, his income is reduced from ym 
$150 to $80, the $75 benefit being canceled. Any penalty really falls Hi ™ 
then, opponents of the work restriction urge, not upon workers who are im 


able to perform full-time jobs and choose not to retire, but upon the Mav 
larger group who are forced to retire and, lacking other resources, try 
through their own efforts to supplement an inadequate benefit; and, 
they argue, total income should not, under any law, be reduced because I ap 
of work. 

The second argument against the work restriction relates to the 
























importance that the older worker bears in meeting manpower require- 9 , 
ments of the present day. During World War II men and women of Hj” 
55 and over totaled one-fifth of the labor force, which would other. Mm", 
wise have been severely depleted by the requirements of the Armed po 
Forces. To demonstrate the importance of the contribution to thei, 
national welfare which may be made by the aged worker, opponents of im 
the work restriction cite estimates that the work of members of the a 
labor force who are 65 and over is now increasing the national product ti 
by $10 to $12 billion annually; and that this is about three times theme” 
amount being spent for old-age pensions. The contribution is that sl 
large, it is said, notwithstanding that many industries compel retire- te 
ment at 65, that employment policies frequently discriminate against 1 
older workers, and that the work restriction is in effect a penalty for od 
working. . 
It is argued that the work restriction conflicts with trends of present rt 
times. If there is an important increase in the average life span after ” 
age 65, there will be an increase in the period of retirement, and at e 
the same time the average working life will be shortened by urban). 
industrialism. According to census estimates, the percentage of men 7 
65 and over who were in the labor forces has dropped from 68 percen hb 
in 1890, to 42 percent today, and it is predicted that it will decline to mn 
35 percent in 1975." Census estimates are cited as showing also tha 
the proportion of our population which is over 65 is increasing rapidly 
(from 4 percent in 1899 to 8 percent in 1950 and to an estimated 9 pers 
cent in 1960) ,” so that, it is urged, unless older people are encouraged 0 
to work if they can, the burden of support may become dangerousl¥¥M yoy 
high. duce 


The point has been made before the committee that a marked i 
crease in the cost of living works a special hardship on retired pera jj) 
sons. Retired workers,.it is urged, should be allowed at least to cari. 
enough money to make up for this decrease in their earning poWe'@ll ing 


1 Employment and Economic Status of Older Men and Women, U. S. Department 0 
Labor, Bureau of Labor Statistics, Bulletin No. 1092, p. 17 


: Jourr 
2 Current Population Report Series, p. 25, No. 43, August 10, 1950. 
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{nd the fact that the work restriction applies only to earned income 

is cited as one of its special inequities, because a beneficiary receiving 

unearned income such as dividends, rents, etc., is in no way penalized 

by an income restriction, regardless of the amount of such income, 

s that the most fortunate group of all—persons who have been able 

to build up a retirement income through investments—suffers no 
nalty. 

Most workers, it is said, want to continue working after age 65 if 
they can, even though their earnings may be small, and, it is argued, 
means should be found to encourage them to do so, either full time or 
part time. It has been said that, between the highly skilled and pro- 
fssional workers, who frequently retain their employment in old 
we, and the group incapable of working, are— 
pany partially employable persons who, properly placed, are competent to turn 
ut varying amounts of useful goods and services. This includes * * * those 
sho are not physically able to work full time. The efficiency of these workers 
my have declined considerably from their earlier peak, but they are still 
apable of adding to the Nation’s production.” 

Summary 

The imposition of work restrictions is consistent with the objectives 
of increased financing and distribution of benefits to those least able 
provide for themselves, but now presents certain implications of 
public policy which Congress might wish to consider. Such restric- 
tions were more significant in a depressed labor market, when the need 
fran adequate retirement annuity for aged workers was greater than 
the need for their continuance on jobs that were scarce and many 
younger workers were out of employment. Further, such restrictions 
had significance in light of the fact that aged workers who had an- 
wuities would be able to, or might, undersell their services to em- 
loyers, and thus further depress the labor market. These factors 
“ changed considerably today. 

Part II of this report, dealing with the economic status and prob- 
kms of older men and women, analyzes such matters in some 
detail. Those data show that many older persons prefer working to 
mirement, and retire only when forced to do so by ill health, com- 
pany policies, or loss of job. Their retirement income, including 
weial-insurance benefits, may frequently be insufficient to maintain an 
adequate standard of living. As the proportion of older people in 
our population increases, the decline in their participation in the 
hbor force raises serious questions as to the cost of their dependency 
and the importance of their potential in the labor reserve. 


Iv. WORKMEN’S COMPENSATION 


Consideration was given to the question whether a system of work- 
nen’s compensation in the railroad industry would operate to re- 
duce the cost of the railroad retirement system by transferring to the 
Yorkmen’s compensation system a large portion of the cost of dis- 
ibility annuities now borne by the railroad retirement system. As to 
this, however, the committee had no evidence other than of the draft- 
ing of a bill in 1944 to establish a workmen’s compensation system 


—_—_—— 


Iosetichael T. Wormel, Selma Kelbaum, Work and Retirement in Old Age, the American 
vurnal of Sociology, July 1945, p. 27. 
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in the railroad industry; the bill was not introduced in Congress 
however, and therefore was never considered by it. 


V. POSSIBLE SAVINGS IN ADMINISTRATIVE OVERHEAD 


One possibility for savings which should be investigated is in th: 
form of reduced overhead costs. Therefore, the committee looked 
into this aspect of the railroad retirement system. It immediately 
became apparent that large savings would not be possible since the 
total annual administrative costs allocable to railroad retirement ays 
only about $6 million. Still, any possible saving is worth investi. 
gating. 

Administrative costs 

The Railroad Retirement Board administers two acts of Congress, 
the Railroad Retirement Act and the Railroad Unemployment In- 
surance Act. Under the first, it administers a program of retirement 
and survivor benefits. Under the second, it administers a program 
of unemployment and sickness benefits and an employment service, 
These are generally referred to, briefly, as the retirement and wnem- 
ployment insurance programs, respectively. The retirement program 
is supported by taxes a divided between employees and em- 
ployers, while the unemployment insurance program is supported by 
contributions by employers. Although they are fundamentally differ- 
ent in nature and scope, the coverage of both is the same so that the 
Board does not keep the administration of each separate and distinct. 
On the contrary, whenever possible, the same organizational units per- 
form work related to both, a procedure which results in greater 
overall efficiency and substantial savings in administrative costs. 

For accounting and other purposes, the financial operations of the 
retirement and unemployment insurance programs are treated quite 
differently. The railroad retirement system is serviced by a special 
account in the Treasury of the United States known as the Railroad 
Retirement Account, whereas the railroad unemployment and sickness 
insurance plan utilizes a special subaccount known as the Railroad 
Unemployment Insurance Account, within the general unemployment 
trust fund which services the unemployment insurance programs of 
the several States. Also, the Treasury maintains a special fund 
known as the railroad unemployment insurance administration fund 
to which 0.2 percent out of the present 0.5 percent unemployment in- 
surance contribution rate is allocated by the Railroad Unemployment 
Insurance Act. 

Amounts are appropriated by Congress to cover the expenses of the 
Board in administering the provisions of the Railroad Retirement 
Acts, as amended, and are derived from the Railroad Retirement 
Account, a trust fund. Unobligated amounts of these appropriations 
revert to that trust fund. 

Since the funds needed for administration come from two different 
sources (railroad retirement taxes and unemployment insurance con- 
tributions), it becomes necessary for the Board occasionally to make 
cost studies in order to allocate proper proportions of the costs to 
retirement and unemployment insurance operations. Since this re 
port deals only with the retirement programs, however, the discussion 
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will be limited to administrative expenses incurred in connection with 
benefits payable to retired railroad employees, their dependents, and 
their survivors. 

The 1946 amendments to the Railroad Retirement Act which intro- 
duced several new types of benefits brought about a substantial in- 
crease in administrative costs. A similar, although relatively much 
smaller, increase in the costs of administration for the fiscal year 
1951-52 is due to the 1951 amendments which necessitated a complete 
reopening program and, in addition, brought in a large new category 
of beneficiaries, namely, recipients of spouses’ annuities. Another 
factor which contributed toward higher administrative costs were sal- 
ary increases for the personnel of the Board and higher prices for 
supplies and ys prem é' 

The progress of administrative costs for retirement during the past 
\0 fiseal years is presented in the upper section of table 2. The total 
amounts spent, when considered by themselves, tell very little about 
the degree of efficiency with which the program has been administered. 
The sbeeiede dollar amounts were strongly influenced by a number 
of factors, the most important of which were amendments, salary 
increases authorized by Congress, and the natural growth of the 
system. A much better indication is given by the progress of certain 
ratios such as the ratio of administrative costs to benefit disbursements, 
to tax collections, and to the number of payments during the fiscal 
year. Table3 shows such ratios. During the past 10 fiscal years, these 
ratios have shown a declining trend. The trend was interrupted in 
fiscal years 1946-47, 1947-48, and 1951-52, years of extensive amend- 
ments to the Railroad Retirement Act. This is particularly true with 
respect to fiscal year 1946-47 at which time the Board had to adjust 
itself to large increases in the number of disability retirements and to 
tens of thousands of recipients of survivor insurance benefits. By 
1950-51—that is, immediately before the most recent amendments to 
the Railroad Retirement Act—the ratio of administrative costs to 
benefit disbursements reached a low of 1.50 percent, and the ratio of 
alministrative expenses to tax collections came down to 0.82 percent. 
Similarly, the average cost per benefit payment during the fiscal 
year 1950-51, was only 99 cents. 
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TABLE 3.—Administrative costs for the retirement programs under th, Rail. 
road Retirement Act and for the old-age and survivors insuranc: 


Proare 
under the Social Security Act, fiscal years 1942-48 to 1951-52, inclusiy - 





Ratio of adminis- 
trative costs to— 














Adminis- Benefit . Number 
7 tn od Tax col- Sok eee Seek 
Fiscal year | trative | disburse- | iections a 
(thousands)! .thousands) (thousands) Benefit Tax col- |(thousar 
| | disburse- lestions 
| | ments ; 
| 
Railroad retirement 
Percent | Percent 
1942-43 $2, 845 $130, 864 $208, 795 2.17 1. 36 | $] 48 
1943-44 2, 375 135, 215 267, 065 1. 76 SY 1, 968 
1944-45 2, 431 142, A28 285, 038 1.71 85 2 
1945-46 2, 676 153, 815 282, 610 1. 74 - 95 2 
1946-47 4, 739 173, 101 380, 057 2. 74 | 1. 25 2.4 
1947-48 nian 4, 954 224, 871 557, 061 | 2. 20 | 89 , 458 
ae ae 4, 881 283, 052 563, 833 | 1.72 87 4 
1949-50 4,911 301, 542 550, 172 1. 63 | 89 4,4 
1950-51 4,744 317, 101 577, 509 | 1. 50 | 82 4,8 
1951-52 6, 331 394, 153 734, 990 1.61 | 86 
Old-age and survivors insurance 
1942-43 149, 304 1, 130, 495 | 18. 41 2. 43 
1943-44 184, 597 1, 202, 122 17. 66 2. 52 9, 38 4 
1944-45 239, 834 1, 309, 919 11. 24 2. 06 12 4 
194546 320, 510 1, 238, 218 11. 68 | 3.02 15 
1946-47 425, 582 1, 459, 492 | 9. 58 2.79 20, 2 2 
1947-48 511, 676 1, 616, 162 | 9. 27 2.94 24 ¥ 
1948-49 607, 036 1, 690, 296 8.81 3. 16 28 
1949-50 - 727, 266 2, 106, 388 7.82 2. 70 
1950-51 4 70,447 | 1, 498, O88 3, 120, 404 | 4.70 2. 26 42 
1951-52 ‘ c 84, 673 1, 982, 377 3, 594, 248 4. 27 2. 36 
| 
! Equals the sum of the 12 monthly figures for monthly benefits in current payment status and t r 


of lump-sum awards. 

Sources: A. Railroad retirement operations: Tables A-2, A-3, A-4 of the 1951 Annual! | 
Railroad Retirement Board, other material published from time to time by the Board, ar 
ment data in the Social Security Bulletin. B. Old-age and survivors insurance operations 
pp. 15 and 16, of the September 1952 issue of the Social Security Bulletin and current 
other issues of the Bulletin. 


Organization of the Railroad Retirement Board 


Detailed organization of the Board, number of employees, salaries, 
organizational charts, and other administrative data are shown in 
appendix B. 

Comparison with social security 

Since the old-age and survivors insurance program functioning 
under the authority of the Social Security Act is, in certain respects, 
similar to the railroad retirement system, it may be of interest to 
compare the administrative costs of the two systems. In order to 
facilitate such comparison, the same items which are shown in table 2 
for railroad retirement have also been developed for OASI. The per- 
tinent figures are shown in the lower section of the table. A compar'- 
son of dollar amounts spent for administration of the two systems 
would be completely meaningless since the coverage of the old-age and 
survivors insurance system is so much greater than that of the railr vad 
retirement system. Also, since the systems differ so widely in their 
benefit structure and their adjudicative procedure, it is necessary to 
proceed with caution in comparing them for administrative efficiency 
even on the basis of cost ratios of one kind or another. This qualifica- 
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tion must be kept in mind when the administrative costs of the two 
systems are viewed side by side. 

“The actual administrative cost ratios for OASI have been running 
much higher than for railroad retirement. In the fiscal year 1951-52 
the ratio of administrative costs to benefit disbursements was 4.27 
percent for OASI and 1.61 percent for railroad retirement. The ratio 
of administrative costs to tax collections was 2.36 percent for OASI 
and 0.86 percent for railroad retirement. The average cost of admin- 
stration per benefit payment during the fiscal year was $1.60 for 
QASI and $1.18 for railroad retirement. This average cost per pay- 
ment has been steadily declining for each of the systems. The same is 
venerally true for the ratio of administrative costs to benefit disburse- 
ments. Lhe trend shown for ratios of administrative costs to tax 
wllections has been declining more uniformly for railroad retirement 
than for old-age and survivors insurance. The declining trend of the 
,iministrative cost ratios for each system separately may be taken as 
widence of continually improving administrative efficiency. As 
stated above, however, these ratios cannot be used without further 
qualification to compare the two systems with respect to their oper- 
ating efliciency. 
Comparison with civil service 

The administrative costs shown for either railroad retirement or 
(ASI are complete in the sense that they include not only personal 
ervices, but also maintenance of records, printing, issuing of benefit 
hecks, supplies, ete. In contrast, the administrative expenses of the 
Civil Service Commission in connection with the Civil Service Retire- 
ment Act include only personal services. The Commission has no 
information on costs incurred by the various Government agencies in 
connection with retirement activities, such as counseling and mainte- 
nance of individual employment records, since such costs are borne by 
the agencies from their own appropriations. Similarly, the cost of 
suing benefit checks to retired civil service employees is charged to 
the Treasury Department appropriations. Furthermore, the adminis- 
trative costs Shown by the Commission do not include unallocated costs 
sich as supplies, printing, etc. Since the administrative cost figures 
for the Commission in the form in which they are available are so 
incomplete, it is impossible to make any administrative cost compari- 
son between the civil service retirement and the railroad retirement 
system. 
Comparison with private organizations 


The only private organizations which perform functions similar to 
those coming within the scope of the railroad retirement program are 
surance companies and pension boards. In the case of insurance 
companies, which have in recent years been showing an expense ratio 
‘expense to income) of about 12 percent, the largest item in the total 
expense is the cost of selling, that is, commissions to agents and other 
tepresentatives. Furthermore, insurance companies incur certain 
types of expenses which are not applicable to the railroad retirement 
ystem. Because of this fundamentally different nature of the ex- 
penses of operating the organizations, it is difficult to make a valid 
‘comparison between the administrative cost of the railroad retire- 
ment system and the expenses of insurance companies. 
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In the case of pension boards, the situation is much the same as 
that previously discussed in connection with the Civil Service Com. 
mission. In some instances, the expenses of administering the pension 
scheme are borne by the employer and form a part of the over-all costs 
of running the entire business. In cases where personal services are 
charged to the pension fund, the administrative expense so derived 
is incomplete since it would generally not include the costs of main- 
taining records and other cost items of a similar nature. The conelu- 
sion must, therefore, be reached that in the case of private pension 
plans, it is also impossible to make a valid comparison between their 
administrative costs and the cost of operating the railroad retire. 
ment system. 

Possible savings 

The administrative cost ratios which are shown in table 2 for the 
past 10 fiscal years show a declinin trend which indicates a continuous 
improvement in administrative efficiency. There is no doubt that some 
further savings in administrative expenses in relation to the workload 
can be achieved and the Railroad Retirement Board steadily is work- 
ing for ways and means by which such savings can be realized. The 
administrative costs for the retirement programs administered by the 
Board are low when considered in relation to benefit disbursement 
or tax collections. They are also low when considered in relation to 
the workload which can be measured to some extent by the average 
number of benefits in current payment status during the fiscal year. 
Further improvements in administration can and should be attained 
but the present low level of operating expenses will of necessity make 
any further savings of very little over-all ee from the point 
of view of the financial condition of the railroad retirement system 




















m- 


on 
sts 
ire 
ed 
in- 
lu- 
ion 
eir 
re: 


the 
us 
me 
vad 
rk- 
‘he 
the 
ent 
to 
Age 
‘ar. 
red 
ake 
int 
om 


APPENDIX TO CHAPTER 6 


\, SeLecTED CORRESPONDENCE AND DATA RELATING TO INVESTMENT OF RAILROAD 
; RETIREMENT RESERVE 
Aveust 21, 1952. 
Hon, Joun W. SNYDER, 
Secretary of the Treasury, 
Washington, D. C. 

Deak Mr. SecreTARY: The Joint Congressional Committee on Railroad Retire- 
nent is making a thorough fact-finding study of the railroad retirement system. 
In helping to carry out this study the committee staff is making an investigation 
of the investment of the reserve of the railroad retirement system. As you 
xow, under the present Railroad Retirement Act, this account is invested by 
‘he Treasury Department in special obligations of the Federal Government, at an 
interest rate of 3 percent. 

We would, therefore, appreciate your general comments on a proposal to invest 
; portion of the present railroad retirement reserve in federally guaranteed 
~alestate mortgages, which might have a net yield considerably greater than 
the present 3 percent. 

Specifically, we should like to request your opinion on what implications the 
investment of a portion of the railroad retirement reserve in real-estate mort- 
ages might have for (a) the Government bond market; and (0) private invest- 
nent in real-estate mortgages. 

So that your reply will be helpful to the committee, we would appreciate 
receiving your comments on these points by September 15. 

Sincerely yours, 
Ropert A, WALLACE, 
Staff Director, 
Joint Committee on Railroad Retirement. 


TREASURY DEPARTMENT, 
FIscaL SERVICE, 
Washington, September 17, 1952. 
Mr. Ronert A. WALLACE, 
Staff Director, Joint Committee on Railroad Retirement, 
Senate Office Building, Washington, D. C. 

My Dean Mr. WALLACE: Reference is made to your letter of August 21, 1952, 
acknowledged on August 26, requesting the Treasury’s comments on a proposal 
to invest a portion of the present railroad retirement reserve in federally guar- 
anteed real-estate mortgages. 

The Railroad Retirement Account has assets of about $3 billion. To permit all 
or part of this fund to be invested in federally guaranteed mortgages would be a 
grant of authority which would, in effect, make additional mortgage money avail- 
ible for veterans’ home loans and for loans insured by the Federal Housing Ad- 
ministration. It is questionable whether it is desirable for the Government to 
purchase a large volume of private mortgages for permanent holding as a regu- 
far procedure. If the Government does this, it would be placing itself in direct 
competition with private lending institutions. This situation would be incon- 
sistent with the underlying theory of existing housing programs under which 
private capital plays the primary role, with Federal credit aids playing a sub- 
sidiary part. It would be inconsistent also with the prevailing theory of the 
‘inction of investment institutions in our free-enterprise economy. In such 
i economy, it seems to me, insurance companies, savings banks, and savings and 
an associations should exercise the function of supplying most of the funds 
for private housing, and other similar activities. Otherwise, they give up an 
‘portant part of their place in the financial structure of the country. 

_In addition, the Department believes that enactment of the bill would estab- 
ish an undesirable precedent. For example, other Government trust funds in- 
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clude the civil-service retirement fund, which amounts to more than $5 piljjo,. 
the unemployment trust fund, which amounts to about $8.5 billion; ang the 
Federal old-age and survivors insurance-trust fund, which amounts to more th») 
$16 billion. To permit the use of one Government trust fund ‘for the benefit 
one particular private group would lead to pressures for utilizing other tras 
funds for the benefit of other private groups. Such use of trust funds coy 
involve the hidden expansion of Government expenditures by hug amounts 
since such expenditures would not appear in the customary statements of budge 





receipts and expenditures. D 
The effect on the Government bond market of the proposal suggested in your ret] 
letter would be indirect. If the Railroad Retirement Account were to be used to o 


purchase mortgages, the Treasury would be required to redeem the securities now Gov 
held by the account. This, in turn, would necessitate the borrowing by the 

Treasury of additional cash in the market at a time when a substantial deficit ie 
is already anticipated due to the defense program. This would involve a shift 


in the composition of the public debt from internal special issues to public issues, wou 
At the same time there would be a reduction in supply of mortgages available ae 
for private investors with a possible shifting of demand to Government ete 
securities. - 


It is a matter of judgment how important these effects would be. The effect 
would be much smaller, obviously, if it were confined to investments by the Rail. 
road Retirement Account than it would be if it were expanded over a period of 
time to include all other retirement and trust funds, the investments of which 
are handled by the Federal Government. 

There is one other matter to which I should like to direct the attention of 
your committee: The administration of a large portfolio of real-estate mort 
gages, involves considerable expense. A number of studies have been made by 
the National Bureau of Economic Research with respect to this matter, covering 
both home and farm mortgages and commercial bank and insurance company 
experience. You may wish to refer to these studies for information along this 
line. In addition, you may wish to contact the Federal National Mortgage As- 
sociation which has a portfolio of nearly $2 billion of guaranteed mortgages at " 
this time. Officers of the association may be able to provide you with adminis. | 
trative cost and service figures which may be of use to you. 

In view of the foregoing, the Department would be opposed to the investment 
by the Railroad Retirement Account in federally guaranteed real-estate 
mortgages. 

Very truly yours, 








B. F. Barter, 
Fiscal Assistant Secretary. 














AvuGuUsT 21, 1982. 
Mr. WiLtIAM McCHESNEY MARrrTIN, Jr., 
Chairman, Board of Governors, Federal Reserve System, 
Federal Reserve Building, Washington, D. C. 

Dear Mr. Martin: The Joint Congressional Committee on Railroad Retire 
ment in making a thorough, fact-finding study of the railroad retirement sys 
tem. One aspect of this study is an investigation by the committee staff of the 
investment of the reserve of the railroad retirement system. Under the present 
Railroad Retirement Act this account is invested by the Treasury Department 
in special obligations of the Federal Government, yielding 3 percent interest 

The committee staff is investigating a proposal to invest a portion of the 
present reserve of the railroad retirement system (which currently totals 
nearly $3 billion) in Government-guaranteed FHA real-estate mortgages, which 
might have a net yield considerably greater than the present 3 percent 

In carrying out our investigation, we would be grateful for your comments 
on this proposal, tuking into account the effect it might have on the Government 
bond market and the real-estate mortgage investment market. If we may have 
your suggestions and comments by September 15, it will be appreciated 

Sincerely yours, 
Rornkrt A. WALLACI 
Staff Director, Joint Committce on Railroad Retirement 
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BoarpD OF GOVERNORS OF THE 
FEDERAL RESERVE SYSTEM, 
OFFICE OF THE CHAIRMAN, 
Washington, September 15, 1952. 


lion: 
d the 
than 


fit of 


trust Ropert A. WALLACE, } ; ; 
could - Staff Director, Joint Committee on Railroad Retirement, 
ounts Congress of the United States, Washington, D. C. 


udget Deak Mr. WALLACE: I am happy to respond to your letter of August 21, 1952, 


rquesting comments on a proposal to invest a portion of the present reserve of 
equ 


1 your the railroad retirement system, which currently totals nearly $3 billion, in 
sed to ¢overnment-guaranteed Federal Housing Administration real-estate mortgé ges. 
‘S LOW We understand that under the present Railroad Retirement Act this account is 
'y the nested in special obligations of the Federal Government yielding 3 percent. 

deficit ‘The considerations relating to a possible change in policy such as you mention 
\ shift gid include not only the question whether the liabilities of the fund are such as 
issues, ake urgent a change in investments aimed at increasing the yield, but also the 
hilable emt to which current net return on the reserve funds might be increased 


nment je 8 percent and whether the risk of loss would be increased sufficiently to 
wet the advantages of an increased yield. In addition, of course, the matter 
<of substantial importance from the standpoint of its possible effect on the 
wernment securities market and management of the public debt as well as on 
jp real-estate mortgage investment market. 
‘With respect to the possible increase in yield above the 3 percent obtainable 
ssecial Treasury obligations, perhaps the experience of the retirement system 
the Federal Reserve banks would be of some interest to you. This system, as 
whips you know, is a funded retirement system started in 1934 covering em- 
vees of the Board of Governors and the Federal Reserve banks. It is admin- 
isered by a board of trustees and the account presently has assets of some- 
shat more than $127,500,000 with investments of approximately $124,500,C00. 
Since all investments are acquired in the open market, the trustees and the 
yrestment committee gave consideration practically from the inception of the 
wtirement fund in 1984 to whether yields could be improved by purchases of 
federal Housing Administration insured mortgages. It was not until 1949 that 
vest investment in such mdrtgages was authorized, however, and no pur- 
vs of insured mortgages have been made since the close of the fiscal year 
ading February 28, 1951. As of February 29, 1952, 1.06 percent of the invest- 
eat account was represented by Federal Housing Administration insured mort- 
gson larger rental properties on which the yield averaged 3.67 percent. This 
agross yield and does not allow for any of the costs of administering or super- 
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tary. rising the investments, bookkeeping, or costs of investigation which, for the 
articular mortgages acquired are small, but which would no doubt be relatively 

1959 f holdings included many small mortgages on single-family dwellings. 
We. tisk of loss on insured mortgages is generally considered to be relatively 

small. Nevertheless, it should be borne in mind that the price level for proper- 

teson Which insured mortgages have been issued is currently at or near an 

ne high. Some persons who have studied the matter believe the risks of 

Retires iss On recent or current mortgages may be greater than is indicated by past 

ent sys@metperience with this type of obligation. There is also a problem involved in 
t of the ‘uring a substantial volume of entirely acceptable insured mortgages, and in 
present@@liny instances it is necessary to pay a premium for such mortgages. Despite 


these factors, after allowing for costs of acquiring and servicing high-quality 
mortgages, maintaining records, and handling occasional foreclosures, it would 
“elu probable that a net yield somewhat in excess of 3 percent could be secured 
prer a period of time by' a careful selection of insured mortgages for investment. 
Turning to the question of what such a shift in investments for the railroad 
‘irement account might mean in a broader sense, it is clear that it would have 
iportant effects not altogether desirable at this time. With respect to the 
wvernment bond market, it is obvious that any shift of those funds out of 
uited States Government securities would accentuate the Treasury’s problem 
‘ihancing since it would be necessary to find other investors to acquire securi- 
hes in place of the 3 percent special Treasury obligations which would have bee: 
ssied fo the Railroad Retirement Account. It is taken for granted that any modi- 
‘tion of the present investment policy which might be authorized by Congress 
uld heecome effective only gradually, but even so the impact on Treasury 
‘ncing plans would be felt immediately to the extent that the current supply 
{funds from the railroad retirement system was diverted from Treasury 
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obligations. This in turn would add to the Treasury’s financing 
force it to pay higher rates on its borrowings in the market. 

A significant shift in the flow of investment funds at this time ¢ 
obligations to the private capital market, such as would resy 
posed change in investment policy of the Railroad Retirement A 
also have undesirable effects on the economy as a whole by incregsi; 
ability of credit for construction, thereby further stimulating such ae; 
current level of building is perhaps as high as is desirable ji; 
over-all economic stability. It is true that there was tightness +} 


of mortgage funds over the past year, but as savings have increased this « 
tion has been modified. As to the real estate mortage market, et 
clear that any substantial increase in investor demand for insured | 7 
would tend to reduce yields or, as an alternative, to increase risks of jg 
through acceptance of lower-quality mortgages. Certainly such a shis 


vestment demand for mortgages of the quality the Railroad Retirement 4 
would be interested in would accentuate the tendency for such 
command a premium in the market. 

I hope the foregoing comments may be helpful to you in the study being; 
for the Joint Congressional Committee on Railroad Retirement. Pleas 
free to call upon me again if you desire more detailed comments oy 
other aspects of the problem you are studying. 

Very truly yours, 
Wa. McC. Ma 


WASHINGTON, D. C., August 
Mr. Josepn LIvINGSTON, 
The Philadelphia Bulletin, 
Philadelphia, Pa. 

DeAR Mr. Lavineston : The Joint Congressional Committee on Railroad Retz 
ment is making a thorough fact-finding study of the railroad retirement sys 
in accordance with Senate Concurrent Resolution 51 of the first sessior 
EKighty-second Congress, approved October 18,1951. In section 2 of this reso} 
tion the committee was directed, among other things, to examine 
“strengthening the financial base for benefits to be provided” under the 1 
retirement system. In this connection, the committee staff is exami: 
investment of the railroad retirement system’s reserve. Under the 
Railroad Retirement Act this reserve is invested by the Treasury Departn 
special obligations of the Federal Government, yielding 3 percent int 

A proposal has been made that a portion of the railroad retirement res 
(which presently amounts to nearly $3 billion) should be investe federal 
guaranteed FHA real-estate mortgages, which have gross yields of 4 
414 percent and 414 percent. 

The committee staff is investigating this proposal and would ap] 
much receiving any comments you may have with respect to it. 

Sincerely yours, 
Ropert A. WALLA 
Staff Director, Joint Committee on Railroad Retirement 





PHILADELPHIA, PaA., Septe? 
Mr. Rornerr A, WALLACE, 
Staff Director, Joint Committee on Railroad Retirement, 
Congress of the United States, Washington, D. C. 

Dear Mr. WaAtLAce: Thank you for your letter of August 22. [1 
plimented that you think Senator Douglas would like my opinion on the 
ability of liberalizing investment powers of the managers of the railroa 1 ret 
ment system to include FHA-guaranteed mortgages. 

There are two aspects to this problem: 

First, the suitability of FHA-guaranteed mortgages as an investmé 
Government trust funds, 

Second, the effect of including FHA mortgages in Govern! 
on the funds themselves and on open market money rates. 

As an investment, FHA-guaranteed mortgages would see! 
trust fund requirements. The mortgagee is guaranteed against loss 
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by the FHA. Therefore, the percentage differential on earning power between 
» 2 nercent special Government bond and the 4 to 4% percent guaranteed mort- 
coos < attractive. If a borrower defaults, then the mortgagee can either take 
a ee property or tender it to FHA in exchange for 24% percent debentures. 

However, there is a disadvantage, too. The mortgages must 





be serviced, 
+ sowoct has to be collected, and the mortgagee must be sure the property is main- 
ned. Such investments would put the railroad retirement system in the 
} 





siness of supervising its mortgages or hiring an agent to do so. If the trust 
nd happened to buy a batch of lemons, it might be saddled with long-term 
johentures at 214 percent, which would quickly wipe out the interest differential 
nerween Government bonds and mortgages, 

rhis brings me to the second and broader question: Whether Government 
vet funds ought to invest in FHA mortgages. Right now, with investments 
‘etly limited, the administration of such funds is simple. No investment 
ment is required. The administrator takes special Governments, and that’s 





‘In purchasing FHA mortgages, judgment—investigation—would be necessary. 

wme savings banks always examine the properties back of the mortgages. They 

» behind the FHA guaranty. If a Government trust fund were to make large 

walt investment in FHA, it could not do less. 

' Purther, the fund would be under pressure from real-estate interests and home 

vers to ease the mortgage market during periods of tight money. Pressure, 
ir, might be brought to bear on Senators and Representatives. The mere 
that the trustees would be subject to this pressure would make it addi- 
ily necessary for trustees to investigate before they invest in FHA mort- 

mses, thereby adding to the cost of acquisition, thereby reducing the return 
the differential. 

My feeling would be that, if the railroad retirement system were to be 
ralized, then it ought to be liberalized to include a wide variety of invest- 

ments, so that the cost of setting up an investment department would be justified. 

Establishing an investment and service department just 

investment seems extravagant. 

When the system now invests in special Government securities, its effect on the 

oney market is all-pervasive. It helps out no particular type of security. <A 

pecial dispensation permitting Government trust funds to buy FHA mortgages 
would set mortgage money apart from the rest of the market. 

‘herefore, I don’t think it’s a good idea to single out FHA mortgages as invest- 

nts for the railroad retirement system. 
Sincerely, 


for a single type of 


a: LIVINGSTON. 


AUGUST 21, 1952. 
Mr.R. M. Foiey, 


\dministrator, Housing and Home Finance Agency, 
1626 K Street NW., Washington, D. C. 


‘n Mr. Fotry: The Joint Congressional Committee on Railroad Retirement 
ismaking a thorough fact-finding study of the railroad retirement system. 

ng to carry out this study the committee staff is making an investigation of 
the investment of the reserve of the railroad retirement system. Under the 
present Railroad Retirement Act this account is invested by the Treasury 


Department in special obligations of the Federal Government, yielding 3 percent 
interest. 


In 





We would, therefore, appreciate your comments on a proposal to invest a por- 
tion of the present reserve (which currently totals nearly $8 billion) in fed- 
‘rally guaranteed real-estate mortgages which might have a net yield consid- 
erably greater than the present 3 percent. Specifically, we would like to obtain 
information on the following aspects of this proposal: 

1. The total amount of Government insured or guaranteed real-estate mort- 
fages in the Federal National Mortgage Association portfolio, broken down by 


Ther 
pe 


centage yield. 
- An estimate of the net yield to the railroad retirement fund from such 


es after all servicing and administration costs have been deducted. 


». The extent to which such mortgages are guaranteed or insured-—full prin- 
“pal, full principal plus interest, ete. 


4. The extent of losses likely to occur on these mortgages. 


What precedents there are for the investment of the reserves of Government 
‘semipublie retirement systems in this type of obligation. 
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6. What implications the investment of a portion of the railroad retirement 
system's reserve in federally guaranteed real-estate mortgages might hayoe og 
(a) the Government pond market; and oe 
(b) private investment in real-estate mortgages. 
In order that this information can be helpful to the committee, we would 
preciate receiving your comments on these points by September 15 
Sincerely yours, 





Ropert A. WALLACr, 
Staff Director, Joint Committee on Railroad Retirem 


Ont 





HovuSING AND HOME FINANCE AGENcy, 
OFFICE OF THE ADMINISTRATOR, 
Washington 25, D. C., September 16, 1952 
Mr. Rosert A. WALLACE, 
Joint Committee on Railroad Retirement, 
Washington 25, D. C. 

Dear Mr. WALLACE: This is in answer to your August 21, 1952, letter regarding 
the investigation being made by the Joint Congressional Committee on Railroad 
Retirement covering the investment of the reserve of the railroad retiremon: 
system. I understand that it is proposed to expand the investment field for this 
fund, now limited to special obligations of the Federal Government 
federally guaranteed real-estate mortgages. In this connection, you have asked 
me to furnish your committee with certain specifie information regarding x 
aspects of the proposal. These subjects will be covered in the same order as 
presented in your letter and, where applicable, will refer to operations of thi 
Federal National Mortgage Association at the end of June 1952. 

1. On June 30, 1952, FNMA’s portfolio consisted of 291,066 FHA-insured and 
VA-guaranteed mortgages with aggregate principal balances of $2,068 1 
These mortgages were distributed on the basis of their interest rates in th 
lowing categories: 





) lo 





Number of : 
| balan 
| mortgages ; 

Interest rate 


FHA-insur 
4 percent 16, 28 $119, 302 
446 percent_- 13. ¢ RQ q 
442 percent. F ERT 2F, R80, (08 


Total 35, 567 935, 887.10 


4 percent... 255, 499 {$1.8 ( 


rotal portfolio : ssiaee tl Ta 291.066 | 2, 068, 047, 008 7 


I am enclosing for your information a schedule (exhibit A) of the FHA 
insured and VA-guaranteed mortgages that were held by the association ol tog 
June 30, 1952, distributed by types of mortgages and interest rates among 4% f 
of the 48 States, Alaska, Puerto Rico, and the District of Columbia. I am as 
enclosing a copy of the association’s monthly financial and statistica 
(exhibit B) for the month of June 1952, which contains an analysis of certail 
operations for the month of June, and others for the fiscal year 1952 au 
cumulatively. 


2. An estimate of the net interest return from investments in federa guar try 


anteed or insured mortgages must necessarily depend upon the cost of se! 
and the amount of overhead or administrative expense that will become a facto! (ip 


maintaining an investment-mortgage portfolio. The administrative cost of 0 


rt 


taining a mortgage portfolio consisting of a relatively large number of mortgas eas 
covering single family dwellings and involving small individual principal balanee is § 
is, of course, larger than the expense that would be incurred for the maintena 
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ff an equivalent dollar amount of a smaller number of mortgages covering mul- 
tiple family housing projects. This would be true b rause of the lesser amount of 
.dministrative details such as record keeping and supervision that are necessary 
eonnection with a few as contrasted with a large number of mortgages. It 
may be possible also to reduce such expense because of the more favorable serv- 
ing arrangements that may, in some instances, be made for the servicing of 
orcages covering multiple-family projects. 
“Tam enclosing for your information a list (exhibit C) of multiple-family 
~oiect mortgages owned by the association at June 30, 1952, showing the loca- 
ous of these projects and the principal unpaid balances of such mortgages. 
‘ Except with respect to mortgages covering multiple-family housing projects, 
«hich FNMA itself services, the association's servicing is performed locally by 
iers with which the association has entered into servicing agreements. As 
compensation for the services performed by these servicers, the association 
sa service charge deductible from monthly installment collections equal to 
half of 1 percent per annum computed on the same principal amount and 
the same period as the interest portion of such installments. This rate of 
pensation conforms generally in most localities to the servicing fee schedules 
thave been adopted by other organizations engaged in similar operations. 

During fiscal year 1952, FNMA’s mortgage portfolio, consisting of mortgages 
rith varying interest rates and covering both multiple and single-family dwell- 
ngs, produced a gross interest return of 4.04 percent. In order to estimate the 
yet vield from FNMA’s mortgage portfolio, it is necessary to deduct (1) so-called 
sternal servicing costs as described above, and (2) internal servicing costs such 
a administrative expenses incurred by the association itself. In view of the 
fut that a slightly more favorable external servicing rate obtains with respect 

multifamily housing mortgages, the actual net external servicing cost on 
the total portfolio was 0.49 percent during fiscal year 1952. Internal expenses 
f FNMA for routine bookkeeping operations, supervision, legal services, and 
the like amounted to approximately 0.19 percent. Deducting these two amounts, 
the average net yield on the entire portfolio (before the cost of borrowed funds) 
was 3.36 percent. It should be observed that this net yield allows for some 
sts which might not be incurred by the railroad retirement system should 
they purchase FNMA-held mortgages: the cost of the FNMA mortgage-sales 
program and the cost of purchasing mortgages. These costs are estimated to 
te about 0.06 percent. I might point out that, of course, FNMA has built up 
staff to handle its internal servicing; it might not be necessary for the railroad- 
retirement fund to duplicate this kind of staff within the Federal Government 
fan arrangement for reimbursement could be worked out to relieve the fund 
of building up a staff to handle the internal servicing of a mortgage portfolio. 

Up to the limit of the guaranty, section 501 VA mortgages are guaranteed 
asto the unpaid indebtedness which includes the unpaid principal, allowable 
advances and unpaid interest to the prescribed date of claim computation. As 
wi by exhibit A, approximately one-half of the dollar total of section 501 
mortgages owned by the association on June 30, 1952, are 50 percent guaranteed 
and one-half are 60-percent guaranteed. The limit of the guaranty is $4,000 
in the case of 50-percent guaranteed mortgages and $7,500 in the case of 60-percent 
guaranteed mortgages. Section 505 (a) VA loans (second mortgages) are 100- 
percent guaranteed as to the unpaid indebtedness. 

VA claims are paid in cash. While the guaranty is limited to 50 percent or 
60 percent of the outstanding indebtedness, the lender can usually look to be 
reibursed in full for the entire unpaid balance of principal and interest, 
together with foreclosure costs and other allowable charges because of the value 
of the property underlying the mortgage. In cases in which a minimum amount 
is specified by VA to be bid for the property at a foreclosure sale (upset price) 
and the property is acquired and transferred to VA, the mortgagee is repaid 
in cash to the same extent, in most cases, as if the remaining balance of the 
loan and unpaid interest were 100 percent guaranteed. If the mortgagee fore- 
closes on the property rather than transferring it to the Veterans’ Adminis- 
tration, he may inelude substantially the same costs in his final accounting. 

As to an FHA mortgage, the insurance covers 100 percent of the unpaid prin- 
cipal obligation and allowable advances as of the date of institution of fore- 
closure proceedings (1- to 4-family cases) or the time of default (multifamily 
tases), When a property is foreclosed upon, the Federal Housing Commissioner 
ls authorized to issue fully guaranteed debenture bonds for the foregoing amount. 
at the present time under title II of the National Housing Act, as amended, 

ese bonds bear interest at 214 percent and mature 3 years after the maturity 








454 RETIREMENT POLICIES AND RAILROAD RETIREMENT sys 


TEM 


date of the original mortgage. In some cases, there may also be included jp 4 
amount of the debenture certain foreclosure costs approved by the ¢ ate 
sioner. There is deducted from the amount of the debentures any payy 
received by the mortgagee after default and any amounts thus received 
tained by the mortgagee. 

In addition to the debentures described above, the mortgagee may 4 





iVed are re 


a certificate of claim covering interest due at the time of default, cert = ¢ se 
closure expenses, conveyance costs, etc. Although the payment of 4 ertifi ate 
of claim is contingent upon the receipt of an amount in excess of the amount 
of the debentures issued when the property is finally disposed of, recent exper 
ence of the Federal Housing Administration indicates that the lende: aune : 


is reimbursed for his costs. In periods of declining prices, this is | 


Less 





be the case. 
1 am enclosing for your information a copy of the Federal Housing Aq 
istration’s Digest of Insurable Loans (exhibit D). This publication deserj 
the various titles under which FHA issues mortgage insurance and contai 
specific information relating to mortgages insurable under the various titles 
4. The experience of the Federal National Mortgage Association with respect 
to the extent of losses likely to occur on federally guaranteed or insured } 
gages reveals a loss ratio of 0.0037 percent. During the period Februan 








1988 (when FNMA was chartered) through June 30, 1952, FNMA purch: sed 





456,183 mortgages with principal balances aggregating $3,150 million and dur. 
ing that time incurred losses of $116,000. These losses consisted principally of 
unpaid portions of claims and adjustments arising out of foreclosure proce 
ings and losses incurred in the sale of acquired properties that were not con- 
veyed to the Federal Housing Commissioner or the Veterans’ Administration, 

5. The sale by FNMA of mortgages directly to Government or semipublic re- 
tirement organizations has been up to now somewhat limited. We do not mean 
to imply, however, that such organizations or systems have not been purchasing 
federally guaranteed and insured mortgages for investment purposes since 
such mortgages are available from many sources. FNMA has had many inquiries 
from pension and retirement groups evidencing an interest in purchasing a por- 
tion of the association’s mortgage portfolio. The extent to which such groups 
may include mortgages as a part of their investments depends, among other 
things, on the requirements of the particular group, the rights of the groups 
as determined by responsible regulatory bodies, and the relative availability of 
other investments. 

Included among the organizations that have purchased mortgages from FNMA 
are the following retirement or similar groups and a-summary of the purchases 
made by them: 


Name of organization "ER Aseuee t ; 
’ , F mortgages 
Avondale Mill employees*profit sharing trust, Birmingham, Ala 
Teachers Retirement Fund Association of school district No. 1, Multnomah 
oo. A ee . be cca arent $179, 000 
Wayne County employees retirement system, Detroit, Mich ak | 249, 000 


It is known that similar pension and retirement funds are now holders of a 
considerably larger volume of FHA-insured mortgages; however, the names 
the holders and the actual amounts cannot at present be readily identified 

6. Our observations regarding the effect on the operations of the Government 
bond market of the investment by the railroad retirement system of a portiol 
of its reserve in federally guaranteed or insured real-estate mortgages must be 
of a general nature because of the many factors that are involved. We may 
advance our opinion, however, that such investments in limited amounts w uld 
have no material effect on these operations. 

The extent of the effect of investment by the railroad retirement system ! 
these mortgages on private investments in real-estate mortgages would be 
largely determined by the magnitude of the funds so invested. At the present 
time private funds available for mortgage investment appear to be somewhat 
limited. The introduction of a limited amount of additional funds into the 
mortgage market could, to some extent, improve this situation. 
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RETII 


ents herein are necessarily general in nature and are intended to 
nerally some aspects of the problems which you have listed. We shall, 
he very glad to furnish you with such additional information as we may 
i ib e with respect to any of these subjects, if desired. 


sincerely yours, 


' 
My ¢ 
ne ge 


rse, 


RAYMOND M. Fotrey, 
Administrator. 
prhibits referred to in this letter do not appear in this report. They may be 


torred to as follows: 
hibit 4.—Government guaranteed real estate mortgage loans available for 
ring individually owned homes and rental housing developments, 
, 1952. 
J "R- Monthly financial and statistical report, Federal National Mort- 
ow Association, June, 1952. 
*rehibit O.—Schedule of FHA mortgages insured under sections 207, 608, and 
| VA mortgages guaranteed under section 501 (Co-op), June 30, 1952 
Exh hit D.—Federal Housing Administration, digest of insurable loans, June 


They may be obtained from the Housing and Home Finance Agency. 
B. ORGANIZATION OF THE RAILROAD RETIREMENT BOARD 
THE BOARD IN GENERAL 


e Railroad Retirement Board is an independent agency in the executive 
neh of the Government administered by three members appointed by the 
president, by and with the advice and consent of the Senate. One member is 
gointed from recommendations made by representatives of the employees, one 
menber is appointed from recommendations of the representatives of carriers, 
ani the third member, who is the Chairman of the Board, is independent of 
poth employees and carriers, and is appointed without their recommendation. 
term of office of each member of the Board is 5 years. All other personnel 
» Board are subject to civil service laws and regulations, with the only 
eyeption that individuals with railroad experience are given employment 
erence, provided that they possess the qualifications necessary for the 
proper discharge of the duties of the positions to which they are to be appointed. 
The principal offices of the Railroad Retirement Board are located in Chicago, 
Il, at 844 Rush Street. The Board maintains nine regional offices which, in 
turn, maintain a network of district, branch, and base point offices located at 
pints easily accessible to large numbers of railroad workers. The location 
of the main regional offices, with a number of field offices coming within their 
jurisdiction, is shown below: 





Number 


Location of regional cffice of field 
offices 


> 


Cleveland, Ohio 


roNN 


Chicago, Il ° 
illas, Tex 9 
Kansas City, Mo 13 

7 | Minneapolis, Minn 10 
§ Denver, Colo 11 
San Francisco, Calif. _- 10 


THE CHICAGO HEADQUARTERS 


ite principal offices of the Railroad Retirement Board which are located in 
‘hicago contain the offices of the members of the Board, the office of the chief 
executive officer, the staff offices, and the operating bureaus. Directiy attached 
the Board are the office of the Chief Executive Officer, the office of the Secre- 
lary of the Board, and the office of the General Auditor. The Chief Executive 
Ofer serves as the intermediary between the Board and the heads of the various 
tganizational units and is responsible for the administrative direction and 
coordination of the work of the entire administrative organization. The staff 
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offices consist of the Bureau of Law and the office of the Director of R 
The operating bureaus located in the Chicago headquarters are the 
Employment and Claims, Bureau of Wage and Service Records, and the RB 
In addition, the Chief Executive Officer has ; 
tive direction over the Appeals Council, and exercises general supervisi 
Office of Administrative Planning and Analysis, the Office of Supply an 


of Retirement Claims. 


esearch, 
Bureau of 
Ureay 
idministra. 
OD over the 
Service, 


the Office of Fiscal Accounts, and the Office of Director of Personnel, The 
interrelationships between the various organization units of the Chicago head. 
quarters with a brief description of their duties and responsibilities js shown 


in the organizational chart A-1. 


zational units into subdivisions is given below. 


Bureau or office 


Bureau of Law... 


Office of Director of Researct 


Bureau of Employment and Claims. 


Bureau of Wage and Service Records 


Bureau of Retirement Claims... 


Office of Supply and Service 





Subdivisions 


Division of Retirement and 
Survivor Benefits 

Division of Coverage, Tax- 
tion, and General Admin- 
istration 

Division of Unemployment 
and Sickness Insurance 

Clerical Section. 

Actuarial Division. 

Division of Information 
Service 


Statistics and Analysis Di- 





Division of Claims 

Division of Employment 
service 

Division of Operating Serv- 
ice 


Division of Accounting Op 
erations. 


Division of Certification 


Division of Registration 


Division of Operating Serv- 
ices. 


Division of Administrative 


Services. 


Division of Disability De- 
terminations 

Division of Survivor An- 
nuities. 

Division of Retirement An- 
nuities, 


Division of Supplies and 
Stores. 

Division of Mail, Files, and 
Records. 

Division of General Service 

Division of Purchasing 


A more detailed breakdown of the m; 


ajor organi. 


Minor subdivisions 


Retirement and Death Bene 
fit Analysis Section 
Unemployment and Sickness 
Benefit Analysis Section, 
Employment and Compep- 
sation Analysis Section 
Statistical Services Section, 





Reports and 
tion 
Do 


Analysis Seo 


Unemployment Claims 
Clearance Section 


Control and Balancing See 
tion. 

Statistical and Accounting 
Service Section 

Wage Accounting Section, 

Survivors Certification See 
tion 

Retirement Certification See 
tion 

Railroad Unemployment In- 
surance Act Certification 
and Compensation and 
Protest Section 

Identification Section 

New Accounts Section. 

Methods and Budget Analy 
sis Section 

Files and 
Section 

Coverage Section 

Audit and Adjustment Se 
tion. 

Claims Policy and Procedure 
Section 

Budget and Control Section. 

Information Office 

Service Section. 

Rating Boards 

Service Section 





Correspondence 


Adjudicating Section. 
Employment Relation and 
Prior Service Section. 
Service Section (steno 
graphic, typing, com put- 

ing work, etc 


Duplicating Section 
Supply Section 

Mai! Room Section 

Files and Records Section. 








CHART A- 





RAILROAD RETIREM! 
ADMINISTRATIVE ORG 


MEMBERS OF THE & 






Have joint responsibility 
general supervision over, 411 
functions of the Board. 








Maintains official records and attends to 
routine procedures of the Board; classifies and 
presents to the Board all matters for its 

| information or action; conducts the Board's 
Fe correspondence; and maintains Board's library. 





-—————__ pene 


CHIEF EXECUTIVE ¢ 


erves as intermediary bet 
the heads of the verious organ 
is resp ble for the adminis 


OFFICE OF ADMINISTRATIVE PLANNING AND ANALYSIS and coordix ation of the w 


; } administrative organization. 
Studies the administrative organization t | s 





: = 
| 





evaluate its effectiveness and to recommend 

means for speeding up work and preventing work : 

duplication; designs, and interprets reports t 

determine effectiveness of operations; reviews 

and coordinates all internal instructions; end . 

informs bureaus and offices of material issued } 

by other government agencies affecting Board ' 

activities. ; 
' 
i 
' 





OFFICE OF SUPPLY AND SERVICE 


Serves as procurement agency of the Board 
and dispenses materials and supplies as required 
by other bureaus and offices; maintains inven 
tory control of Board property; provides central r —~+-+-+- 
printing services; receives and dispatches mail | 
and telegrams; and maintains central files. j 








BUREAU OF LAW 








Interprets the law when legal questions 
erise and attends to all matters of legislation 
and litigation; determines employer and employee 
coverage under the Acts; assists in formulation 
of policies involving legal problems and in 
drafting regulations and advises the Board with 
respect thereto before they are adopted. 


| 





OPERATING | BUF 





| BUREAU OF EMPLOYMENT AND CLAIMS BUREAU OF WAGE AND SER 











Administers the unemployment insurance, 
sickness insurance, and employment service 
programs and directs Board field perations 
under these programs; prepares reports on 
studies on employment and unemployment trends 
of reilroad labor; and maintains records to 
prevent duplication of payments to claimants. 







“Ss=~ =~ = Within the Office of the Chief Executive Officer 


... Administratively responsible to Chief Executive 
“== Officer otherwise operating as an independent unit 
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rity eccount nul 
ma@inteins indiv 
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tirement and unes 
cluding service 
djudication of c 

Security Admin 


REGIONS 


adjudicate and 

and sickness b« 
filing such clei 
under the retire 
to applicants fi 
e work performed, 
rd by employers a 
ation agencies; 
ivities; and an 
railroad employe: 
rding the Board's 


rT A-1 


a 


REMENT BOARD 
ORGANIZATION 







THE BOARD 


\lity for and exercise 
r, all administrative 




































| 


OFFICE OF GENERAL AUDITOR 





4its ell fiscal accounts and record 
hecks accuracy of claims ad ‘ 
the Acts; conduct special « ee e 
ted; end reconciles monthly 

nent statements of appropriat 


»s with Board re 4 











APPEALS COUNCIL 
























































Serves as highest authority below + ard 
itself in hearing and determining eppes 
Claimants under the Railroad Retirement and 


TIVE OFFICER Railrosd Unemployment Insurance Acts 
ry between the Boerd and 
organization units, and 
i 
| 
| 


dministretive direction ? : 
OFFICE OF DIRECTOR OF FISCAL ACCOUNTS 


he work of the entire 
















tion. 
Prepares Board and Congressional budgete; | 
” maintains records to reflect in every detail the | 
ae financial condition of the Board; maintains 
’ i. account f collections of contributions under 
aS ee ee 5 the Railroad Unemployment Insur e Act; 
; deals with other government agencies and 
: Congre nei committees on ell fiscel and 
' budgetary matters 
' 
‘ - J 
' 
' > 
OFFICE OF DIRECTOR OF PERSONNEL 
' Interprets laws and reguletions relating t | 
' personne jJeals with the vil Service wen Lo 
' sion on «!l personnel matters; advises edminis 
bin we ee we ee eee ee -=- trative officers on posit n classificat 
matter terviews and selects applicants for 
positions in the Board; plans and provides Board 
training programs; and supervises the operetior 


of am emergency health room 


OFFICES 


OFFICE OF DIRECTOR OF RESEARCH 


Ple end corries t research projects | 


involving eppreise f the Acts and proposed | 
legislation; mainte tatistics f Board 
operat ions juct irrent actuarial studies 
makes calculat r nv ved in the joint inte 
change of funds between the railroad and social j 
security trust funds; and peration with | 
bureau and of . eads prepares, edits and | 
publishe format al material designed f | 
genera) 4 ‘ to employers and employees 


BUREAUS - 
ND SERVICE RECORDS BUREAU OF RETIREMENT CLAIMS 


jes reports of employees’ Adr ge, disability end | 


compensation by labor- survivor i directs Board 
er employers and assigns field opers r sr theese erems; ad 

mt numbers to railroad cates « for bene nder the Act and 
individual accounts of certir 4 , syment benefits in each 
jloyees; and certifies claim; and ke sat ty determinat ics nder 
earnings for individual the Acts 


basis for the payment of 
id unemployment insurance 
ervice and earnings re- 
n of claims for benefits 
Administration. 


e and certify claims for 
tess benefits and assist 
h claims; receive claims 
retirement act and render 
nts filing such claims; 
formed, under sgreements, 
yers and state unemploy- 
cies; conduct employment 
nd answer inquiries of 
mployees and the genere! 
oerd’s functions. 
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Bureau or office Subdivisions Minor subdivisions 
irector of Fiscal Accounts Accounting and Budget Di- Accounting Section 
vision Budget and Reports Section. 


Auditing Division Administrative Audit Sec- 





Cost-Analysis and Methods 


| Division | 


{ Director of Personnel | Position Classification and | 
Wage Administration 
Section. 
Employment and Personnel 
Relations Section 
Processing and Records Sec- 
tion. 


PERSONNEL OF CHICAGO HEADQUARTERS 


As of June 30, 1952, the number of employees in all classifications and grades in 
he Chicago headquarters totaled 1,173. This figure does not include the three 
embers of the Board whose positions are appointive. The great majority of all 
Chicago employees were in the general-schedule classification ranging in grades 
from GS-1 to GS-16. Nine of the employees working in the Chicago headquarters 
vere in the crafts, protective, and custodial schedule. Twenty-two employees in 
the Chicago offices were in the classification known as wage-board employees. 
A detailed breakdown of the employees of the Chicago offices in pay status on 
June 30, 1952, by general-schedule grade, is shown in the third and fourth columns 
of table A~-1. The largest single group, 26.4 percent, was in the GS-2 grade, with 
the next largest, 20.3 percent, in the GS-3 grade. The total number in grades 
GS-12 and higher was 59, or 4.9 percent of the total. 

A distribution of Board positions by classification schedule and grade is shown 
intable A-2 which presents a breakdown according to major organizational units, 
The figures in the table again exclude the positions of the three members of the 
Board. The figures shown in table A-2 are somewhat different from the ones 
appearing in table A—1, since the former refers to permanent positions authorized 
for the fiscal year 1952-53, while the latter refers to employees actually in pay 
status at the end of the fiscal year 1951-52. Considering the entire Chicago head- 
quarters, the number of employees at work on June 30, 1952, was 1,142, while the 

rresponding number of positions authorized for the fiscal year 1952-53 was 


Taste A-1.—Employees of the Railroad Retirement Board, by classification 
schedule and grade, June 30, 1952? 


Total Chicago headquarters | Regional offices 


Schedule and grade eee rae ae ema ne . ah 


| 
Number Percent Number Percent | Number Percent 











Total : : cal 2,178 100.0 1,173 100. 0 1, 005 100.0 
General | 7 
All 2, 147 98. 6 | 1, 142 97.3 1, 005 100.0 
ats : ll 0.5 | 11 | 0.9 | 
: me 35 20.0 | 309 26. 4 126 12.5 
344 15.8 | 238 | 20.3 106 10.5 
4... ; : 353 16. 2 | 145 12.4 | 208 20.7 
) it 8 152 7.0 74 6.3 78 | 7.8 
6.. aaboes 131 6.0 54 4.6°| 77 | 7.7 
é 346 15.9 144 12.3 202 20.1 
3 114 5.2 13 1.1 101 10.0 
v Te 64 | 2.9 34 2.9 30 3.0 
= oa 60 | 2.8 25 2.1 35 3.5 
i 57 2.6 | 36 3.1 21 2.1 
: 34 1.6 24 2.0 10 1.0 
18 0.8 16 1.4 2 0.2 
4 21 1.0 | 12 1.0 | 9 0.9 
_- 6 0.3 | 6 0.5 | 5 
- 1 | 1 
fhe =——=—== |= SS SS =—== —— = — 
belo ective, and custodial | 
ledule, all grades. _ eee 9 0.4 9 0.8 a 
*ee-board employees, all grades... 22 1.0 22 1.9 , 


| 





# Excludes 3 memt 


bers of the Board whose positions are appointive. 
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Tarte A-2—Permanent positions in the Railroad Retirement Board ay , TA 
for fiscal year 1952-58, by organization unit, classification schedule, and 
[Includes changes through Oct. 31, 1952] 

Total General-schedule positions in ( 
crafts, 
protec- 

. tive and 

Total) -.o.. 

Organizational unit posi —— 

tions| wage- |Total| 1-3 | 4-6 | 7-9 | 10-11 | 12 
board { 
posi- : 
tions : 

I. Total for the Board 2, 268 28 |2,240 | 753 | 707 | 571 122 | 42 | 19 
II. Chicago headquarter 1, 255 28 |1, 227 | 563 314 | 219 § 

1. Offices of the Board 39 39 8 s ll ‘ 
Members of the a | | | , 
Board ! 10 10 2 4 l . 
Secretary of the = 
Board 9 9 4 2 1 1 ; 
General auditor 12 12 l l 5 3 1 ¢ 
The library 8 S 3 3 1 1 ¢ 
2. Office of Chief Execu i 
tive O cer 241 % {| 215) 118] 50] 25 ¢;] 81-2 : 
Chivcf executive of- 
ficer 11 11 5 2 1} 1 
Appeals Council 6 6 1. @ 1 } 2 l 
Planning and 
Analysis 11 11 2 3 2 $122.1 
Supply and Serv- | 
ice 148 2% | 122/102] 12] 6 oP Me 
Personnel 21 2} 3] 9| 4 1} 3 Reti 
Director of Fiscal i reope 
Account 44 44 11 19 10 2 1 bane 
: isca] 
3. Staff offices 175 175 45 69 24 16 8 4 : 
Research 129 129 39 59 14 7 2 1 
Law 46 | 46 | 6 10 10 9 
4. Operating Bureaus 800 2 798 | 392 | 187 | 159 | 35 | 14 
Retirement Claims.| 479 |-. 479 | 204 | 105 | 127 23 | 8 ——_ 
Employment and 7 
Claims 54 54 | 22 9| 13 3} 4 18 
Wage and Service 
Records 267 2| 265 | 166) 73] 19 | 2 
III. Regional offices (9 1,013 1,013 | 190 | 393 | 352 57 | 10| 2 
Regional director 21 21 6 6 
Regional Office Division 376 376 | 128 | 169 61 12 
Field Service Division 616 616 62 | 218 | 285 45 

1 Excludes the positions of the 3 Board members. 

Another way of analyzing the personnel of the Board is to tabulate them 0 The 
intervals of annual salary. This is done in table A-3, where the employees “ Chica 
work on June 30, 1952, are distributed by $500 intervals of annual salary. Look opera 
ing again at the Chicago headquarters it can be seen that 56.4 percent ! A bre 
employees were earning less than $3,500 a year, and only 4.3 percent were earl: in att 
ing $7,500 or more. The average annual salary for all employees in the ¢ ° cated 
headquarters was $3,983, and the average grades for those in the gelerr the en 
schedule classification was GS-4.8. The work performed by the Board emp ees table | 
in the Chicago offices varies according to the organizational unit to which Mer progrs 
are attached. Referring to table A-2, it will be seen that 175 permanent por Activit 


tions were allocated to the staff offices—that is, to the Office of the Directo! 
Research and to the Bureau of Law—800 positions were allocated to the operat! 
bureaus, with the Bureau of Retirement Claims taking up 479 or 60 percent" 
the total number, while the remaining 280 positions were distributed between Tetirer 





the offices of the Board members and the Office of the Chief Exe« utive Off ef, costs | 
including the service offices attached to the latter, with the Office of Supply ®™ VY the 
Service taking up 148, or 53 percent of these positions. hine pr 








‘Re, ae 
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Tarte A-3.—Salary distribution of employees of the Railroad Retirement Board 
for all classification schedules and grades combined, June 30, 1952 


Total Chicago headquarters Regions! offices 
Annual salary range sae ‘ - . ' 
Number Percent Number Percent Number Percent 





a a ee as 2,178 100. 0 1, 173 100. 0 1, 005 100. 0 
$3,000 420 19.3 284 24.2 136 13.5 
$3.00 to $3,499 619 28. 4 378 32. 2 241 24.0 
¢; 4) to $3,999 12.3 133 11.3 135 13.4 
$4 $4,499 11.5 97 8.3 154 15.3 
$4 $4,999 . | 12.5 117 10.0 155 i5.4 
& (MK) to $5,499 | 110 5.0 27 2.3 a3 8.3 
4) to $5,999 - . 63 2.9 33 2.8 30 3.0 
§ to $6,499 59 2.7 25 2.1 34 | 3.4 
» $6,999. ..... : = 36 1.7 20 7 16 | 1.6 
£000 to $7,499 10 5 9 8 1 vk 
oi ) $7,999 = 17 .8 s oa 9 9 
§ 0 gs 499 9 4 9 8 
500 to $8,999 15 7 13 1.1 2 2 
$2,000 to $9,499 weveusae | 1 1 iD joewknces “ 
$9,500 to $9,999. ....- 7 3 6 5 1 ok 
$10,000 to $10,499 aioe 11 ) 5 -4 6 -6 
$10,500 and over---- x: | 10 5 8 “7 | 2 | 2 
== a a a ey 
Average annual salary..-..-.-.--- | $4, 054 |_- $3, 963 we | $4, 161 sco hance 
' 


ides 3 members of the Board whose individual salary is $15,000 per annum. 


WORKLOAD 


Measurable items in workload for the retirement operations of the Railroad 
Retirement Board include the number of wage items processed, claims received or 
reopened, and monthly payments of awarded claims. Such workload figures for 
fiscal years 1946-47 through 1951-52 are shown below: 


Special pro- Number of 








ns Compensation Regular gram resulting 
Fiscal year |items processed program from Amend- ‘monthly 
| ments payments 
| | 
146-47 ’ | 6, 746, 000 70, 000 | 300, 000 2, 410, 000 
7-48 7 6, 674, 000 84, 000 60, 000 | 3, 458, 000 
MS49 : 5, 923, 000 98, 800 | 250, 000 4,116, 000 
5 6, 605, 000 103, 000 |_- | 4, 493, 000 
. 5, 006, 000 95, 000 | 4, 812, 000 
6, 423, 000 100, 000 | ! 370, 000 | 5, 363, 000 


resents number of claims, not number ofreopenings. Actually, the several provisions of the 1950 
nts were separately applied. These provisions include the 15-percent and 3314-percent increases 
ent ané survivor benefits, respectively; the crediting of service after age 65, dual benefits, wives’ 
ind the Social Security Act minimum guaranty. There were approximately 620,000 separate 


_ The total number of man-years worked during the fiscal year 1951-52 in the 
Chicago headquarters was 1,276, of which 1,018 were allocated to retirement 
operations and 258 were chargeable to unemployment-insurance operations. 
A breakdown of these man-year requirements by organizational unit is shown 
in attached table A-4. The proportions of total administrative expenses allo- 
cated to retirement and unemployment insurance operations, respectively, for 
the current fiseal year 1952-53 are shown in table A-5. It can be seen from this 
table that in the case of activities which are entirely devoted to the retirement 
Program the allocation factor is 100 percent. Similarly, wherever a certain 
activity is required exclusively for the administrative of the unemployment- 
instirance program, a full 100 percent of the cost is charged to the unemployment- 
eeace administrative fund. Thus, for instance, the Bureau of Retirement 
aime, the actuarial valuation project, and the payments to Treasury for issuing 
yng _ survivor benefit checks are entirely charged to administrative 
. ty the retirement program. Similarly, the whole expenditure incurred 
" ureau of Employment and Claims, the regional office divisions of the 


eve Tegions, and the payments to the Treasury for issuing unemployment-in- 
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surance and sickness benefit checks are chargeable to the unemployment-insuranea 
administration fund. In the case of other organizational units, the allocation 
factors vary according to cost studies made for the purpose. 


Taste A-4+.—Man-year requirements, by organizational unit and program, fis 
year 1951-52 


Appropriation chargea 





Organizational unit Unemploy 
| Retirement ment 
man-year insurance man-t 
requirements man-year require 
requirements 
- 
Offices of the Board 14.6 | 12.2 K 8 
Office of Chief Executive Officer 5.0 5.1 
Office of Administrative Planning and Analysis 5.9 3.2 } 
Appeals Council Ps 5. 4 { 
Office of Director of Personnel 12.2 10.0 
Office of Director of Fiscal Accounts 24.3 19.8 
Office of Supply and Service 127.2 22. 2 
Bureau of Law 20.4 13.6 
Office of General Auditor * 2.8 
Office of Director of Research 72. 1 33.9 
Bureau of Employment and Claims 60. 5 
Bureau of Retirement Claims 47.8 
Bureau of Wage and Service Records | 173. 3 74.5 
Special accounts l I 2 
lotal departmental 1, O18. 0 257.9 
Regions 261. 1 708. 8 ¥ 
" = — ‘ 
Total Board 1, 279.1 966, 7 mis ‘ 
{ 
d 
Taste A—5.—Allocation of administrative expenses of the Railroad Retirement ( 
Board between retirement and unemployment insurance, by organizatir k 
unit, fiscal year 1952-53 ‘ 
2 
sat iadiiinds Unemy < 
Organizational unit Retire meny nsura W 
(percent) nee t 
I 
sn _ : ams ‘d 0 
Office of Board members 50 
Office of secretary of the Board 50 
Library ‘ & 6624 ' 
Office of Chief Executive Officer_.. 50 
Office of Administrative Planning and Analysis 50 
Appeals Council ...._- : 100 
Office of Director of Personnel. 50 
Office of Director of Fiscal Accounts 50 i 
Office of Supply and Service: 
Office of Director of Supply and Service - - ~sens 50 
Division of Supplies and Stores : 50 
Division of General Services 50 
Division of Mail, Files, and Records 96 
Division of Purchasing_.. ; os 50 
Bureau of Law E R si 60 
Office of General Auditor g ‘ 50 
Office of Director of Research ; 68 
Bureau of Retirement Claims 100 
Bureau of Employment and Claims > 
Bureau of Wage and Service Records . 70 
Actuarial evaluation project 100 
Loyalty Review Board pes ; : 50 
Supplies issued employers: 
Printing and reproduction. iuadaated ‘ al 25 - 
50 " 


Other expense ua 
Attendance at meetings... .. 
Payments to Treasury: 

Railroad retirement purposes : : 100 i 

Unemployment insurance purposes 
Payment of tort claims sibbeésue isteuadee Seeded 
Regions: \ 

Regional office divisions ; 4 

Field service divisions (percentages vary with following range): 

From..... TE bs ‘ fads Lickagueinthehes 27 
To , ia Ol Eien bccn 49 


50 


“BO 
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A historical summary of man-year requirements and allocation of adminis- 
trative costs between the retirement and unemployment insurance program is 
given in table A-6. During 1950-51 the man-year requirements for retirement 
activities of the Chicago offices were 34 percent smaller than during the fiscal 
vear 1947-48. The comparable reduction for all Board offices was 30 percent. 
During the 3-year period between the 1948 and the 1951 amendments to the 
Railroad Retirement Act, the man-year requirements for the administratiom 
of the retirement program kept on declining with the figure for fiscal year 1950-51, 
being 87 percent of that for 1948-49. For the Chicago offices alone the corre- 
sponding figure was 85 percent. The marked increased in administrative activity 
during fiscal year 1951-52 was, of course, due to the 1951 amendments. 


Tarte A-6.—AUlocation of man-year requirements and total administrative costa 
of the Railroad Retirement Board between retirement and unemployment 
insurance, fiscal years 1946-47 to 1951-52, inclusive 


























All offices Chieago headquarters Regions 

7 | Unem- | Unem- Unem- 

Fiseal year | ploy- ploy- plov- 

Mesa) | Retire- a mm Retire- = m Retire ee 

Total | ment | ment Total | ment | Ment Total | ‘ment ment 

insur- insur insur- 

ance nce ance 

Man-year requirements 
| a | . | ; i 
{t , 406.0 999. 2 |1, 559.8 11, 166.2 | 393.6 845.4 239.8 605. 6 
{7-4 , 471.7 {1,361.5 |1, 681.5 |1, 273.3 | 408.2 |1, 151.7 198. 4 953.3 
My4y }1, 207.0 |1, 243.5 11,343.9 | 990.1 353.8 |1, 106.6 216.9 889. 7 
My A , 129.4 |1, 219.6 |1, 258.4 | 918.4} 240.0 /1,290.6 | 221.0 °79.6 
F | 053.3 |1, 009.3 |1, 134.4 840. 5 293.9 |1, 018.2 212.8 805. 4 
2 | , 279.1 966.7 |1, 279.9 (1,018.0 257.9 | 960.9) 261.1 708. 8 
Administrative costs (thousands) 

iain -— s es | : seilletits — 
4-47 $9,300 | $4,739 | $4, 561 | $6,284 | $3,855 | $2,429 | $3, 015 | $883 $2, 132 
48 : 10,479 | 4,954 |} 5,525 | j 4,190} 2,278} 4,011 765 | 3, 246 
a-49 10,717 | 4,881 5, 836 3, 959 2, 406 , 353 | 23 | 3, 430 
M-H 12, 404 4, 911 7, 493 ¢ 3,917 3, 672 4,815 904 3, 821 
5 10, 179 4,744 5, 435 5, 754 3, 753 2,001 | 4,425 991 3, 434 
52 ‘ 11, 744 6, 331 5, 413 6, 966 4, 994 1, 972 4,778 1, 337 3, 441 


REGIONAL OFFICES 


The Railroad Retirement Loard maintains nine regional offices which are 
«ated in the following cities: Atlanta, New York, Cleveland, Chicago, Dallas, 
Kansas City, Minneapolis, Denver, and San Francisco. Each regional office is 
subdivided into a regional office division and a field service division. A more 
letailed description of the organization of the regional offices is presented in 
(rganization chart A-2. The number of employees working in the regions as of 
June 30, 1952, was 1,005 or about 47 pereent of the total for the whole Board. 
A detailed breakdown of the regional offices employees by GS grade is shown im 
lable A~-1 and a breakdown by $500 salary intervals is shown in table A-3. The 
erage annual salary for all employees of the regions who were in pay sti.tus 
on June 80, 1952, was $4,161, and their average grade was GS-5.6. Another type 
of breakdown for the regional offices is shown in table A-2, which refers to the 
permanent positions authorized for fiscal year 1952-53. Out of a total of 1,013 
Positions, 616 or 61 percent were allocated to the field service divisions while the 
maining 389 percent were allocated to the offices of the regional directors and 
\0 the regional office divisions. 

_ The work performed in the regional offices pertains to both retirement and 

‘employment insurance including public relations in connection with all the 
— which are administered by the Board. The regional office divisions 
hich oo with ‘unemployment insurance while the field service divisions, 
tc es ude 115 districts, branch and base point offices, perform a variety of 
in a to both retirement and unemployment-insurance operations and 

““a@ition render employment service required in connection with the proper 


Alministrati : 7 . 3 : 
‘uistration of the Railroad Unemployment Insurance Act. The field offices 
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are also charged with the dissemination of information concerning Board fune. We 
tions and activities pertaining to both the retirement and unemployment-insur. fina 
ance programs. ert 

The man-year requirement and the amounts of administrative costs allocated port 
to the regional offices during fiscal years 1946-47 through 1951-52 are shown in port 
table A-6. Each series of figures is broken down between retirement and un. men 
employment-insurance operations. In the fiscal year 1951-52, the total expendi- sa 
tures for administration in connection with the operation of the regional offices L 
was $4,777,967, a little over 40 percent of the total administrative costs of way 
$11,744,415 for the Board as a whole. The amount chargeable to retirement to a 
operations of the regions was $1,336,514, 28 percent of the total amounts spent n tl 


for the nine regions. The allocation factors for the various subdivisions of the 
regional offices vary from region to region, for the fiscal year 1952-53 they range 
from 27 to 49 percent for retirement with the corresponding 73 to 51 percent for rh 
unemployment insurance. The above factors are applicable to the field service ent 
division while the regional office division itself, which is concerned only with 
unemployment insurance operation, properly charges a full 100 percent of the si 


costs to the unemployment-insurance administrative fund. re 
C. CORRESPONDENCE RELATING TO RAILROAD TAXATION Ho 

1, | 

Juty 15, 1952. e les 

Mr. RIcHARD NETZER, foren| 
Department of Research, Federal Reserve Bank of Chicago, In 
Chicago, Ill. ere 

Dear Mr. Netzer: The Joint Congressional Committee on Railroad Retire- rates 
ment is engaged in a complete analysis of the railroad retirement system, its ermi 
benefits and financing, and the desirability of making any necessary changes in the sa 
that system. the lo 
One necessary subject of this study is the present rate of the retirement portat 
tax on railroad payrolls. If possible, before reaching any conclusions with ns 
respect to this tax rate, the committee would like to have objective opinions r 
and data as to the effect of the present high tax rate on the railroad industry period 
and its competitive position, wage structure, employment, economic flexibility, eak ¢ 
and ability to attract investment, and any other effects. How 
It is our understanding that you are a recognized and objective expert in tiren 
this field. The committee would appreciate very much any data, materials, ie ra. 
citations, and opinions from you with respect to the matters mentioned above. DGUStY 
We are grateful for your cooperation in meeting this request. For any ‘or em 
questions or discussions relating to this matter, our committee staff can be con- percent 


tacted at room 356, 425 Second Street NW, Washington, D. C., phone Republic 
7500, extension 72233. 
Very truly yours, 





Rosert A, WALLACE, ane 
Staff Director, "Wo ma, 
Joint Congressional Committee on Railroad Retirement pension 


FEDERAL RESERVE BANK OF CHICAGO, 
Chicago 90, Ill., August 21, 1952. 
Hon. PAut H. Doueras, 
Chairman, Joint Congressional Committee on Railroad Retirement, 
United States Senate, Washington, D. C. 

Dear SENATOR Doveias: This communication is in reply to your letter of 
July 15 requesting data and opinions on the effects of the existing high rate 
of the railroad retirement tax on the railroad industry. While I have no pert 
nent data or materials to offer the committee, I do have some opinions on the 
matter. My opinions are largely those contained in the final report of the Na- 
tional Tax Association’s Committee on Taxation of Transportation, to which 
I was a signatory. I understand that the committee is in possession of copies 
of this report; it also appears at pages 347-375 of the Proceedings of the Forty- 
Fourth Annual Conference on Taxation Held Under the Auspices of the Nation 
Tax Association, Dallas, November 26-29, 1951. 

Our committee was engaged in a study to determine the extent to whic 
tax system—Federal, State, and local—has economic effects which are 
neutral as between different forms of transportation which are compelii'® 
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We used this definition of unneutrality: “A tax, or the tax system (or the public 
finance system as a whole), is differential (unneutral) when it produces a dif- 
ferential effect on output and investment in any particular segment of the trans- 
portation industry” (p. 349 of the proceedings; p. 5 of the mimeographed re- 
port). Using this standard, the committee concluded that the railroad retire- 
went tax, currently more than four times the rate of the OASI employment tax, 
isa clear example of an unneutral tax. 

Like any other unneutral tax, its differential impact is likely to be felt in this 
way: To the extent that the investment in the industry is immobile—that is, 
toa very great extent—and the demand is very sensitive to rate increases, as 
in the case of passenger traffic and high-value freight, the railroads obviously 
re in no position to recoup the additional tax burden through higher rates, 
hich would divert traffic to other forms of transportation (air or highway). 
(he industry thus is forced to accept a lower rate of return on its fixed invest- 
ent, rather than face the prospect of additional unused capacity. This, how- 

r, cannot help discouraging the carriers from improving their facilities, pur- 
using new equipment, and otherwise increasing their investment. Initially, 
ere is no effect on the competitive position of the railroads or on railroad em- 

yment. 

However, as equipment wears out, the service offered by the carriers contracts 

i, in the absence of offsetting developments, both traffic and employment will 
e less over the long run than they would have been in the absence of the dif- 
ferential tax. 

In the case of long-distance shipment of low-value commodities, for which 
there is no practical alternative to use of the railroads, the carriers could raise 
rates sufficiently to recoup the higher tax burden if the regulatory authorities 
ermitted. This, however, is infrequently permitted, and the effects are thus 
the same as those discussed above. Even if rate increases were permitted, over 
the long run, shippers would tend to seek and find alternative means of trans- 
portation, or means of reducing their transport needs, by relocating their opera- 

ns. Thus, regardless of the nature of the demand, over a long enough period— 

retirement system financial policies must be reasonably stable over long 
wriods—this differential tax will have an unfavorable impact on the already 
weak competitive position of most rail carriers. 

However, there is one important mitigating factor. The fact that railroad 

ement benefits typically exceed OASI benefits seems to have obviated for 
the railroad industry the adoption of private pension plans which other large 
ulustries have established widely in recent years. These plans are expensive 

for employers; ‘typically the employer's contribution is in the range of 5 to 8 
ferent of payroll. For example, the average employer contribution rate for the 
wirement system of the Federal Reserve banks, an older system which has 
iui time to eliminate past service liability and which is now supplementary to 
ASI, is currently 7.6 percent (Eighteenth Annual Report for the Fiseal Year 
Ended February 29, 1952, p. 11.) Thus, the difference in the tax rates for the 

major Federal systems may be more than made up by the absence of a private 
pension plan, 
lt is problematical whether this offsetting influence has been of importance to 
(ate, Other transportation industries are largely without pension plans apply- 
lug to all employees. However, railroads are such large employers that they 
wuld be among the first to adopt a private plan, were railroad retirement bene- 
its no higher than OAST benefits. 

Perhaps the most satisfactory solution would be a revision of the railroad 
tellrement legislation to convert the system into a genuine supplementary pen- 
in plan, with rail employees covered for the initial portion of their retirement 
homes by OASI. Under such a system, the railroad retirement tax could be 
‘reated more accurately as a substitute for private pension plan contributions, 
ai’ not as an unneutral substitute tax. 

If I can be of any further assistance to the committee, please do not hesitate 
to call upon me, 

Very truly yours, 











8 


Dick NETZzER, 
Economist, Research Department. 
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CHAPTER 7 


PRESENT ELIGIBILITY REQUIREMENTS AND BENEFITS 
OF THE RAILROAD RETIREMENT SYSTEM 


SUMMARY 


This chapter is purely factual. It sets forth current eligibility 
quirements and benefits paid by the railroad retirement system, ir 
cluding de finitions and methods of calculation. The disability p 
gram is discussed se parately. The re sults of these provisioi ; 
shown in a description of benefit structure. 


I. INTRODUCTION 


Benefits under the Railroad Retirement Act are payable to 
covered employee (also to his eligible spouse, and his survivors) who 
meets the requirements which are explained in detail below. There are ; 
six types of retirement benefits: (1) Age annuities at age 65 or Th 
over, (2) age annuities between ages 60 and 65, (8) permanent and 


total disability annuities, (4) occupational disability annuities, vel 
pensions, and (6) spouse’s annuities. Besides retirement benefits ( = 
railroad retirement system also pays monthly benefits to survivors “ 

e 


of employees and annuitants including eligible aged widows, wit: 

owers, widowed mothers, children, and parents. In addition, under 

certain conditions, two types of lump-sum benefits, insurance lump sum 

and residual, may be paid. All of these various types of benefits will 

be described fully. June 
As indicated in table 1, approximately 814,000 monthly annuities 

of all types had been awarded by June 30, 1952, and_503,000 of t 

were in effect at that date. In addition, 288,000 lump-sum death 

payments had been awarded. 
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te 1.—Retirement and survivor benefits: Number awarded in and through 


fiscal years 1951-52, and number in current-payment status on June 30, 1952, 
by type of benefit 


In current- 








Awarded Awarded in avinent 
Type of benefit through June| fiscal year I ne oe 
30, 1952 1951-52 status June 
a —e 30, 1952 
tal 1, 102, 490 163, 764 1 503, 093 
t benefits, total 584, 336 115, 427 348, 892 
ement annuities - -. aot ; $50, 767 30, 398 262, 5 
ns on J 48, 540 0 
‘and husbands’ annuities - -- 85, 029 85, 029 R0) 
urvivor benefits, total__.....-- 229, 740 21, 294 1154, 201 
widows’ and widowers’ annuities 107, 852 46 
lowed mothers’ annuities 29, 875 12, 861 
ldren’s annuities 74, 046 47, 228 
rents’ annuities . 1, 556 1, 085 
vivor (option) annuities 6, 423 ‘ 4, 481 
ith benefit annuities (1935 act) ieee 9, 988 3 
-sum death benefits, total...............--.-- 288, 414 27, 043 
urance benefits Siiiaienauae eakdia =a 110, 849 19, 986 


el PONEIIEGE.. ic oskscutaresacaunne - Sa ; 177, 565 7, 057 


| 





ints twice about 3,600 widows receiving both aged widows’ and survivor (option) annuities. 


The total amounts of benefits paid to June 30, 1952, the total amounts 


wid during the fiscal year 1951-52, and the total monthly amounts 
ueffect at the end of that fiscal year for each type of benefits are 
sown in table 2. Table 3, on the other hand, shows by type of bene- 
it, the highest, lowest, and average monthly benefits in effect at the 


ise of the fiscal yea. 1951-52, and also the average monthly benefits 
warded in the last month of that fiscal year 
g 2—Retirement and survivor benefits: Amounts paid in and through fiscal 


r 1951-52, and aggregate of monthly benefits in current-payment status on 
ne 30, 1952, by type of benefit 














[Thousands] 
Aggregate 
Amount Amount . re 
paid paid aie ng 
Type of benefit through in fiscal | poo : na : 
June 30, | ye I pe be a“ 
1952 1951-52 Seeman 
| * 1952” 
tal pnteateis break wkceuinsci | $2,813,025 | $394, 153 | $34, 205 
nt benefits, total.............. , 907 28, 478 
rement annuities... , 060 | 25, 035 
TU. «sda decked ia ae . 5, 663 461 
S and husbands’ annuities. 23, 184 2, 983 
M y Survivor benefits, total._............_- 2, 332 5, 727 
. = a 
Afed widows’ and widowers’ annuities. . -- - 38, 553 | 3, 559 
owed mothers’ annuities................-- 5, 308 | 57 
O'S SUNN, penabiedoeddddics<phein dnts~ , 712 | 1, 353 
ier ns ae eae 393 | 39 
survivor (oy tion) annuities 4 Dadi anede anew , 364 | 205 
rath benefit annuities (1935 act)_...-....----- : 2 
mpsum death benefits, total...................-..-.- ; 100, 510 | 12, 914 
Sy ee edevte, PL ae ee se 80, 575 7, 262 
MUR DAPMOMERE oo. . bcissinmavecnancsdeve htt 19, 934 5, 653 


Detail may not add to totals shown because of rounding. 
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TaBLE 3.—Retirement and survivor 


amount awarded in June 


I'ype of benefit 
Retirement benefit 
Retirement annuities 
Pension 
Wives’ and husbands’ annuities 


Monthly survivor benefit 


Aged widows’ and widowers’ annulitic 


Widowed mothers’ annuities 
Children’s annuities 
Parents’ annuities 
Survivor (option) annuities 


1 Excludes exceptional cases where 1 member of a family may also be receiving benefit 
for other members of that family under the social-security minimum guaranty provis 

2 Approximate amounts, for practical purposes. 
retirement annuity 


minimum payments, except that a 
annuity 


monthly installments. 


Y 
Coverage 


AND RAILROAD RETIREMENT 


benefits: 
monthly amount in current payment status on June 30, 1952, 
1952, by type of benefit 





Highest, lowest, 


Amount in current payment statu 
June 30, 1952 


Highest Lowest 2 A veragé 
$165. 60 $2. 50 $95. 34 
165. 60 ». 00 80. 2 
40. 00 2. 50 37.03 
60. 90 5. 00 40.19 
60. 90 5. 00 44. 42 
60. 00 5.00 28. 65 
60. 00 5. 00 35. 5 
135. 00 5.00 45. 74 


Employers.—The following are covered employers : 


(1) Carrier employers: 


Act. 


Commerce 


(2) Carrier affiliate employers: Companies owned or controlled by 
one or more carrier employers, and operating equipment or facilities 
or performing service (other than trucking or casual service) 


connection with railroad transportation, 


(3) Railroad~ associations: 


Traffic 
weighing and inspection bureaus, collection agencies, and other orga! 
izations controlled and maintained by two or more 


associations, tariff 


and 
and 


Among current 


SYSTEM 


a 


ar 


Actually there are no precise statu 
of less than $2.50 and a su 

of $5 or less are paid in single lump sums equal to the actuarial value of th 
Such cases occur in only rare and exceptional circumstances y 
ments being made in smaller amounts than those shown generally refer to cases based 
less than 10 years of service awarded before the 1951 amendments 
only 5 percent of the retirement annuities are less than $40, 5 percent of the wives’ ann 
ties are less than $30, and 1.5 percent of the survivor annuities are less than $10 


awarcs 


Carriers by railroad, express companies, 
and sleeping-car companies, subject to part 1 of the Interstate 


b reals, 


‘employers” an 


engaged in the performance of service in connection with railroad 


transportation. 
(4) 


Act, and their State and National legislative committees, general con 
mittees, insurance departments, and local lodges and divisions 


The following are not employers : 


tailway labor organizations: 


Those that are national in scope 
and organized in accordance with the provisions of the Railway Labor 


(1) Street, interurban, and suburban electric railways not operated 


as part of a general steam-railroad system of transportation 


excluded. 


re 


(2) Companies by reason of their being engaged in the mining 0! 
coal or the supplying of coal to a carrier where delivery is not beyond 


the mine tipple. 


Employees. —The following are covered employees: 


(1) Persons in the service of an employer 
continuing authority to supervise and direct the renc 
service, for which they receive compensation. 
as an employee. An individual is also in the service of an employer! 
he is rendering professional or technical services and is integralé 


, that is, subject to its 
lition of their 


An officer is considered 


“An 

bor 0 
"isines 
or divi 
leprese 
inal , 
genera] 
Which 
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Fligibi? 
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into the staff of the employer, or he is rendering, on the employer’s 
property, other tenia services the rendition of which is integrated 
into the employer’s operations, and if the service is rendered for com- 
pensation. A redcap is deemed to have employee status during 
veriods, before the enactment of the Fair Labor Standard Act (Octo- 
ver 1938), when his only remuneration was in the form of tips. Serv- 

emay be rendered within or outside the United States, except that an 
dividual is deemed to be in the service of an employer not conducting 
ihe principal part of its business in the United States only when he is 
rendering service to it in the United States. An employee of a local 
lodge or division defined as an employer must have been in the service 
of, or in the employment relation to, a carrier on or after August 29, 
lJod. 

(2) Persons in the employment relation to an employer (defined 
elow). 

(3) Employee representatives, that is, officers and official repre- 
vitatives of nonemployer railway labor organizations who were at 

e time in the service of an employer and who are authorized and 
esignated to represent employees in accordance with the Railway 
Labor Act, and individuals regularly employed by them in their official 
wtes. 

\n individual, not a resident or citizen of the United States, is not 
athe service of an employer when rendering service in a foreign 
otry if the laws of that country require that the employer employ, 
uwhole or in part, citizens or residents of that country. 

An individual is not in the service of an employer if he is engaged 

the physical operations of mining coal, the preparation of coal, the 
tundling (other than movement by rail with standard railroad loco- 
mitives) of coal not beyond the mine tipple, or the loading of coal 

‘the tipple. 

An individual is in the service of a local lodge or division of a rail- 
wy labor organization employer not conducting the principal part 
‘its business in the United States only if (1) substantially all the 
mmbers of the local lodge or division are employees of an employer 

ulucting the principal part of its business in the United States, or 
*) the headquarters of the local lodge or division is in the United 
Mates, 

_ An individual is in the service of a general committee of a railway 
labor organization employer not conducting the principal part of its 
‘isiness in the United States, only if (1) he represents a lucal lodge 
wr division described above, or (2) substantially all the individuals 
presented by it are employees of an employer conducting the prin- 
‘pal part of its business in the United States, or (3) he acts as a 
general chairman or assistant general chairman of a general committee 
vhich represents individuals rendering service in the United States 
‘0 an employer. 

II. ELIGIBILITY PROVISIONS 


Eligibility conditions for retirement benefits 
4 monthly retirement annuity is payable to an eligible employee 
the has stopped all compensated service, whether for a covered or 
oheovered employer, and if he is— 

II) 65 years of age and has completed 10 years of service; 

'*) 60 to 64 years of age and has completed 30 years of service; 
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(3) 60 to 64 years of age, has completed 10 years of service, is perma. 
nently disabled for work in his regular occupation, and has a current 
connection with the railroad industry ; 

(4) less than 60 years of age, has completed 20 years of service, j; 
permanently disabled for work in his regular occupation, and has 
current connection with the railroad industry; or 

(5) less than 65 years of age, has completed 10 years of service, and 
is permanently disabled for all regular gainful employment. 

Retirement is not compulsory at any age. 

Annuities payable under the first two conditions are referred to as 
age annuities, those under the next three as disability annuities. 

Pensions are paid to persons taken over from the former carrier 
pension systems as of Salp 1, 1937. 

Benefits are also paid to the wives or dependent husbands of retired 
annuitants and pensioners if both husbands and wives are at least 6) 
years of age, or, in the case of the wife of a retired employee, if th 
employee is 65 years of age and the wife has a dependent, unmarried 
child under 18 in her care. 

If an employee retires on less than 10 years of railroad service, his 
service after 1936 is credited as en, under the Social Security 
Act. His benefits, if any, are payable under that Act, are based on his 
railroad service combined with his social security employment, and are 
computed in accordance with the social security formula. For this 
purpose, creditable railroad service is counted as social security en 
ployment even if it was performed outside the United States. The 
amount payable under the Social Security Act during the lifetim 
the employee, minus the amount that would be payable without rail 
road service, is applied against the residual amount (see under Sw 
vivor benefits) ultimately payable by the Board. 

Definitions 

Terms such as “years of service,” “regular occupation,” and others 
have special meanings which will be discussed. cs. 

Years of service —For the purpose of determining eligibility for 
an annuity, a year of service is any 12 months of service, whether or 
not consecutive. If a fraction of 6 months or more remains, the re 
mainder counts as a full year; otherwise it is taken at its actual value. 
Thus, 126 months of service count as 11 years, while 243 months count 
as 20349 years. A full 120 months are needed to fulfill the 10-years- 
of-service requirement. sp 

A month of service is a calendar month during any part of whicl 
the employee worked under the coverage of the Railroad Retirement 
Act. Months in which the employee was in military service ar 
counted in the years of service if: 


(a) The employee served in the Armed Forces of the | nited 
States during a war-service period, and 7 

(>) before entering military service, he worked for a railrow 
during the same year or during the preceding calendar year. 


(A war-service period is a period during which (i) the Unite 
States was at war or in a state of national emergency, or (1!) ™ 
employee was required to enter and continue in military service © 
(iii) in the case of an employee who was in military service at the . 
of a war, he was required to continue in military service.) Other 
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months during which no railroad service was actually performed 
may be counted if the employee received pay for time lost. This in- 
cludes payments made because of illness or injury or because of dis- 
charge or suspension and later reinstatement with back pay. 

All service after 1936 is credited. The period before 1937 may 
be counted only if the employee was in active service on August 29, 
1935, or had an employment relation (defined below) on that date. 
Employment relation —An employee who was not in active service 
on the original enactment date, August 29, 1935, is said to have had an 
employment relation on that date if: 


(1) he was in service in at least six different months after 
August 29, 1935, and before 1946; or 

(2) he was on August 29, 1935, on a leave of absence from his 
employment expressly granted to him by his employer, and evi- 
dence of that leave of absence was submitted to the Board before 
July 1, 1947; or 

(3) he did not retire and was not retired or discharged before 
August 29, 1935, but 

(a) he had stopped work before August 29, 1935, solely 
because of disability and thereafter remained disabled until 
age 65 or until August 1945; or 

(6) he was not called back to service at any time on or 
after August 29, 1935, and before August 1945 solely because 
of disability; or 

(ec) he was called back to service on or after August 29, 
1935, and before August 1945, but solely because of disability 
was unable to work in at least 6 months before 1946; or 

(4) he was absent on August 29, 1935, because of a discharge 
which was protested as wrongful within 1 year, and followed by 
a reinstatement (in good faith and with full seniority rights) 
within 10 years of the effective date of the discharge. 


Current connection with railroad industry on annuity beginning 
iite-—For the purpose of determining his qualifications for a regular 
tinimum annuity or an occupational disability annuity, an employee 
‘sald to have a current connection with the railroad industry on the 
imuity beginning date if he worked for a railroad in at least 12 of the 
4st 30 months before the month in which his annuity begins, or out of 
ny other 30-month period provided he had no regular nonrailroad 
ployment after that period. Self-employment is not considered as 
euployment. for this purpose. 

Regular oceupation.—An employee's regular occupation is the occu- 
pation in which he worked 


(2) in more months than in any other occupation during the 
last 5 years (not necessarily consecutive) in which he was em- 
ployed, or 

(>) in at least half of all the months he was employed during 
the last consecutive 15 years. 


He must have spent some time in that occupation in the railroad in- 
dustry, In determining the number of months which he spent in a 
particular occupation, employment in that occupation outside the rail- 
wad industry is taken into account. 

,_ (nsions.—A pension is a monthly retirement benefit payable on 
he first of each month, beginning July 1, 1937, to a former railroad 


—— a 
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worker who was on the private pension rolls of his employer on March 
1 and July 1, 1937, pod who, on the latter date, was not eligible to 
receive a retirement annuity. It terminates upon the death of the 
employee, or when the employee becomes entitled to receive a retire. 
ment annuity. 

Wife’s or husband’s annuity.—If an employee is receiving an an. 
nuity and is 65 years of age, his wife (or her husband) may also 
receive an annuity. The wife must be 65 years of age or, provided the 
employee has enough service to be ented for the purpose of survivor 
benefits, she must have in her care a child of the employee who is 
unmarried, under age 18, and dependent on the employee (see under 
“Survivor benefits—Eligibility conditions for definition of ‘depend- 
ent’”). Ifthe child isa stepchild, he must have had such relationship 
for at least a year. In«the case of a female employee, the husband 
must be 65 years of age and must have been receiving at least one-half 
of his support from the employee at the time her annuity began. In 
any event, the wife or husband— 


(a) must have been married to the employee for at least 3 
years or must be the parent of the employee’s child, and 
(6) must be a member of the same household as the employee, 
or receiving regular contributions from the employee for support 
or have a court order against the employee for contributions for 
support. 
As in the case of the employee, the spouse must cease compensated 
service and relinquish rights to return to service. 

In determining whether an individual is the wife or husband of an 
employee, the same law is applied that would be applied in deter- 
mining the devolution of intestate personal property by the courts of 
the State in which the employee was domiciled at the time of his death, 
or, if he was not domiciled in any State, by the courts of the District 
of Columbia. 


Eligibility conditions for survivor benefits 

The following benefits are payable to the survivors of an employee 
who died completely insured : 

(1) A monthly annuity to the widow, if she (a) was living with 
the employee at the time of his death, (5) is 65 years of age, and (¢) 
has not remarried. | 

(2) A monthly annuity to the widow, if she (a) was living with 
the employee at the time of his death, (6) has in her care a child 0! 
the employee who is entitled to an annuity, (c) has not remarried, and 
(d) is not entitled to the annuity described in (1) above. | is 

(3) A monthly annuity to a widower, if he (a) was living wit! 
the employee at the time of her death, (6) was receiving at least one- 
half of his support from the employee at the time of her death or 
retirement, (¢c) is 65 years of age, and (d) has not remarried. 

(4) A monthly annuity to each child, if he (a) was dependent o 
the employee at the time of the employee’s death, (4) is under 18 yea's 
of age, and (c) is unmarried. ead 

(5) A monthly annuity to each parent, if he (a) was receiving : 
least one-half of his support from the employee at the time of th 
employee’s death, (4) is 65 years of age, and (c) has not married na 
the employee’s death. It is payable, however, only if the employ< 
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leaves no widow, widower, or child who could qualify for monthly 
benefits. 

(6) A lump-sum death benefit to the widow or widower, children 
(or persons entitled to share with children in accordance with the in- 
testacy laws of the State of domicile of the employee at the time of his 
death), parents, or payers of the funeral expenses, in that order of 
precedence, if the employee leaves no survivor who could qualify in 
ihe month of death for any of the annuities described above. 

The payment of a lump-sum death benefit to a widow, widower, or 
parent under age 65 does not affect the subsequent payment of an 
umuity to the same survivor when that person reaches age 65. Ifa 
junp sum is not payable because there is a survivor entitled to an 
wnuity, but the amount of the annuity payments made in the first year 
iter death is less than the lump sum that would otherwise have been 
mid, the difference is payable at the end of the year. An application 
for the insurance lump-sum benefit must be filed within 2 years after 
ihe employee’s death. (This benefit is referred to as the insurance 
wp-sum benefit to distinguish it from the residual lump-sum benefit 
escribed below.) 

Ifan employee died partially, but not completely, insured, only the 
tenefits described in (2), (4), and (6) are payable. 

The terms “completely insured” and “partially insured,” as well as 
ither special terms that will be introduced, are explained below. 

An individual who qualifies for any of these benefits may not claim 
iurvivor benefit under the Social Security Act on the basis of the 
unings of the same employee. 

leinitions 

In determining whether the qualifications for monthly benefits are 
uel, the following definitions are observed : 

Widow.—A surviving wife of an employee is considered to be his 
“widow” only if she (a) was married to him for at least a year before 
usdeath, (6) is the mother of his child, (¢) legally adopted his child 
vuileshe was married to him and while the child was under 18 years of 
i, or (72) was married to him at the time both of them legally adopted 
re ichild under 18 years of age. She is deemed to have been living with 
Wit @@ ler husband at the time of his death if they were both members of the 
d (¢) HM sme household, or she was receiving regular contributions from him 
lovard her support, or he had been ordered by a court to contribute to 
ne? su pport. 

Widower —A surviving husband of an employee is considered to be 
ér“widower” and to have been living with her at the time of her death 
inder conditions exactly corresponding to those described in the case 
if the widow. 

0 hild—A “child” of an employee includes an adopted child and a 
‘epchild who has been a stepchild for at least a year before the 
‘uployee’s death. A child is deemed dependent upon his father or 
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ar legitimate or adopted child, (®) the child had been adopted by 
ger else, or (¢) the child was living with and receiving more than 
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least one-half of his support from the stepfather. A child is deemed 
dependent upon his mother or adopting mother if she died partially 
insured. A child is also deemed dependent upon his mother, adopting 
mother, or stepmother if (@) she was living with or contributing to the 
support of the child, and (0) either the child was not living with and 
not receiving contributions from his father or adopting father, or the 
child was receiving at least one-half of his support from her. 

Parent.—A “parent” of an employee includes a stepparent by a 
marriage contracted before the employee reached age 16, or an adopt- 
ing parent by whom the employee was adopted before he reached age 
16. 

For the purpose of both monthly and lump-sum benefits, in deter- 
mining whether a survivor is the widow, widower, child, or parent of 
an employee, the same law is applied that would be applied in deter- 
mining the devolution of intestate personal property by the courts of 
the State in which the employee was domiciled at the time of his death, 
or, if he was not domiciled in any State, by the courts of the District 
of Columbia. 

Completely insured.—An employee is considered to have been com- 
pletely insured at the time of his death if he met any of the following J 
four conditions: 9 

(1) He had 10 years of service, a current connection with the rail- 
road industry, and at least 40 quarters of coverage (defined below). 





(2) He had 10 years of service, a current connection with the rail- riled 
road industry, and a number of quarters of coverage (not less than Gi 
six) equal to at least one-half of the number of calendar quarters in (3) 
the period after 1936 and before the quarter in which he died. The 1) 
following are not counted among the calendar quarters in this period le full 
although they may be counted as quarters of coverage: — 


(a) The quarter containing his twenty-first birthday and all 
earlier quarters. 

(6) The quarter containing his sixty-fifth birthday and all 
later quarters. ; 

(c) Any quarter during any part of which a retirement annuity 
was payable to him, and which was not a quarter of coverage based 
on social security earnings. 
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Also, when the number of quarters in the period is odd, it is reduced by 
one. 

(3) A retirement annuity based on at least 10 years of service be- 
came payable to him before 1948. 

(4) He was receiving a pension. . 

The following examples show how the quarters-of-coverage test 1s 
applied in condition (2) above: An employee, who was born August 
10, 1919, died April 15,1952. His twenty-first birthday occurred after 
1936, in the third quarter of 1940. He died in the second quarter of 
1952. The period to be considered, therefore, is from the fourth quar- 
ter of 1940 to the first quarter of 1952, inclusive, or a period containing 
46 calendar quarters. The test requires that the employee must have 
had one-half of 46, or 23, quarters of coverage. His earnings from 
January 1, 1937, up to the day of his death are considered in deter 
mining his quarters of coverage. 


Months 
caley 


An employee who was born July 20, 1886, retired on an annuity 
effective April 5, 1951, and died January 9, 1952, without having i 
worked after retirement. The period to be considered in this case Sh 
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from January 1, 1937, through March 31, 1951, or 57 calendar quarters. 
since the number is odd, it 1s reduced by 1 to 56, and the test requires 
that the employee must have had 28 quarters of coverage. If he had 
lied without having first taken an annuity, the period would be from 
January 1, 1937, through June 30, 1951 (since his sixty-fifth birthday 
ame in the third quarter of 1951), or 58 calendar quarters, and the 
quirement would have been 29 quarters of coverage. 

Partially insured.—An employee is considered to have been partially 
ysured at the time of his death if he had 10 years of railroad service, 

wrrent connection with the railroad industry, and at least six quar- 
ws of coverage in the period beginning with the third calendar year 
weceding the year in which he died or retired and ending with the 








indar quarter in which he died or retired. 
. 'urrent connection with railroad industry on date of death.—For 
f purpose of determining his insured status at the time of his death, 
\, wemployee is said to have had a current connection with the railroad 
ploy 
t wlustry if he satisfied any of the following tests: 
(1) He was receiving a retirement annuity and he had a current 
\- wmection with the railroad industry on the annuity beginning date 
ig ve under “Retirement benefits’). 
| 2) He was not receiving an annuity, but he worked in the railroad 
I- nlustry in at least 12 out of the last 30 months immediately before 
temonth in which he died, or out of any other 30-month period pro- 
il vied he had no regular nonrailroad employment after that period. 
an ¥iemployment is not considered as employment for this purpose. 
In }) He had no quarters of coverage based on social-security earnings, 
‘he _t) He was in all other respects completely insured but would not 
iod «fully insured under the Social Security Act, or he was in all other 
mpects partially insured but would be neither fully nor currently 
all isired under the Social Security Act. 
Quarters of coverage——Whether the employee died completely or 
all wally insured normally depends on the number of quarters of 
terage to his credit. A quarter of coverage may be earned in social- 
nity wurity or railroad employment. An employee is credited with a 
ised wurter of coverage in social-security employment for each calendar 
jurter after 1936 in which he is paid $50 in wages, and, beginning 
mth 1951, with four quarters of coverage for each year in which he 
d by has 1 ° 4 = : 
, ‘het earnings of $400 from self-employment. For each calendar 
jar after 1936 in which he receives railroad compensation, he is 
a be- Mieedited wi r . 
‘uited with a quarter of coverage for each full $50 of compensa- 
7. up to a maximum of four quarters of coverage. In computing 
set is Mere monthly remuneration, however, if it is necessary to deter- 
‘oust the number of quarters of coverage through the end of the year 
after Ma. Ument of age 22 (see below), quarters of coverage deriving 
a of A Talroad employment are determined in accordance with the 
| billowing table: 
quar- oc 
ining at, ae ee ee eT 
Totak compensation paid in the calendar year 
have i 
“onths of service in a 
from calendar year 


| 
$100 but less | $150 but less 
than $150 than $200 


$50 but less 


Less than 
$50 than $100 


deter- $200 or more 
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Quarters of coverage from both social security and railroad earnings 
are combined, except that no more than four may be credited in any 
one calendar year. 
III. BENEFIT PROVISIONS 
Re von ment benefits 
‘aleulation of the annuity: regular formula.—The amount of the 
retirement annuity is calculated by multiplying the number of years 
of service by the sum of 2.76 percent of the first $50 of the average 
monthly compensation, 2.07 percent of the next $100, and 1.38 percent 
of the remainder 
For example, if an employee retires after 25 years of service and 
has an average monthly compensation of $200, his annuity is caleu 
lated as follows: 


2.76 percent of the first $50__- te aaa ae sic Daidletiildll tier $1. 38 
2.07 percent of the next $100________---- scabs Sa ile . Be 
1.38 percent of the remainder ($50) _---- i — alc aaiaiai $0. 69 

Total : Laide shana sient daieteckalenenaisaecseaaneded . $4.14 
years of service (multiply) —- ala al lace TS Sita a" X25 
Amount of annunity ke em shite Miia ecies Stalk cc $103. 50 


Examples of resultant retirement annuities payable on the basis 
of various combinations of years of service and average monthly com- 
pensation are shown in table 4. Annuities in that table are computed 
on the assumption that the employee is not qualified for old-age bene- 
fits under the Social Security Act. See table 5 for the effect of such 
benefits. The annuity payable on the basis of any combination in 
table 4 may be figured by using chart 1. Charts 2 and 3 show selected 
examples of benefits with various years of service and monthly com- 
pensation. 


TaBLe 4.—Retirement benefits under the Railroad Retirement Act, for 
values of years of service and monthly compensation 


10 vears of 15 vears of 20 vears of 25 vears of 
A ver- Service Service service service 
Monthly vee 
om ne! month- . : . bs 
“pieken hy Em- Em- Em- Em- 
a” aint Em- | ployee| Em- | ployee| Em- | ployee; Em- | ployee| | 
wage 
ployee and ployee and ployee | and Ployee | and pl 
wife wife wife wife 














£100 { $100! 1 $55.00 1 $80.00 2 $62.10) 2 $93.15, 2 $69. 00 2$103. 50 2 $69.00 2$103.50 $72.45 ‘ 
” | 150 62.50 193.80 1!62.50, 193.80; 269.00 2 103.50) 269.00 2 1038. 50 72.4 0 
{ 150) 162.50 198.80 182.50 198.80 69. 00 108, 50 86. 25 126. 25 
$150 200° 170.00 1105.00 170.00 1105.00, 170.00 1 105.00 86.25) 126. 25 
| 250 77.50 1116.30, 177.50 1116.30, 177.50 1! 116.30 86.25) 126 
{ 20) 170.00 1105.00 170.00 1! 105.00 82.80, 122.80 108.50 143.50 24, 2 
$200 250! 177.50 1116.30) 177.50 1116.30 82.80 122.80 103.50 143.50 , 
| 300) 185.00 1127.50) 185.00 1127.50; 185.00 127.50) 103.50 143.50 
¢0n0 f 250 77.50 1116.30 177.50 1116.30 96.60 136.60) 120.75) 160.75 
_ ) 300, 185.00 1127.50, 185.00 1 127.50 96.60 136.60 120.75 160 
$300 7 300, 185.00 1127.50) 185.00 1127.50| 110.40. 150.40) 138.00 178.0% 
Annuities are computed by means of the social security formula in accordance with tl 
they may never be less than the corresponding benefits under the Social Security Act 
he average monthly wage for the purpose of computing minimum benefits under t 
formula may be higher than the monthly compensation where the former is based on t! 
s'ich cases, the minimum benefits under the social-security formula are comt nutes 1 on th 
Where the average wage is equal to the monthly compensation, the new-star a S , . 
although, in some cases, the conversion-table method may yield higher bene fits, M ng ont { 
of creditable increment years. In order to give effect to the new-start evaion. were nees er weed 


to occur after June 30, 1952. The average monthly wage may be lower in some cases, tha 
monthly compensation, and the social security formula applied to the former may stil! yield 
than the railroad formula applied to the latter; such cases are not illustrated here 

? The annuities are computed under the formula for minimum annuities; in such cases, % 
nection with the railroad industry at retirement is assumed. 
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Tape 5.—Effect on railroad retirement annuities of the dual-benefit restriction 
of the 1951 amendments, for selected illustrative examples of retirement at 
age 65 or later 


; Monthly earn- Before reduc- 
Service ings while . 


x tion After reduction] 
working 








| | i 
| Rail- tail- 
Social | p Toad ; | 5 ud 
Rail- | security Rail- retire- | Rail- retire- 
7: eee road Social | benefit road | ment road ment 
Railroad retirement Social security retire- |security retire- jannuity) retire- jannuity 
ment . ment plus ment plus 
annuity; social jannuity) social 
| security security 
benefit benefit 
RETIREMENT ON JAN. 1, 1953 
1928-42 10 years 1943-52.._} $150 $200 | $70.00 | $51.75 |$121. 75 |'$20.70 | $90.70 
irs 1923-37 15 years 1938-52 | 150 200 70. 10 51.75 | 121.85 3. 4 73 
ars 1923-42 10 years 1943-52 | 200 200 | 70.00 82. 80 152. 80 24. 84 94. 84 
1918-37 15 years 1938-52 150 200 70. 10 69. 00 139. 10 . 45 73. 55 
1923-42, 1948-52 5 years 1943-47 200) 200 45. 90 103. 50 149. 40 57. 60 103. 50 
s 1918-42 10 years 1943-52 200 200 70. 00 103. 50 173. 50 i3. 50 103. 50 
1918-47 5 years 1948-52 200 200 70.00 | 124.20 | 194. 2¢ 1 0 124. 20 
RETIREMENT ON JAN. 1, 1957 
1927-41 15 years 1942-56 $200 $200 | $70.00 | $62.10 $20. 70 $90. 70 
1922-41 do 200 200 70. 00 82. 80) 2), 70 90. 70 
Do do 200 x00 &5. 00 82. 80 21 1045. 70 
rs 1927-46, 1952-56 5 years 1947-51 200 200 43.20 | 103. 50 2.10 105. 30 
192246 10 years 1947-56 200 300 85.00 | 103. 50 41. 40 126. 40 
rs 1922-51 5 years 1952-56 200 300 77.50 | 124. 20 62. 10 139. 60 
ears 1922-41, 1947-56 5 years 1942-46 200 200 43.50 | 124. 2 80. 70 124. 20 
do 250 200 43.50 | 144.90 101. 40 144. 90 
RETIREMENT ON JAN. 1, 1962 
ars 1927-41 ..---| 20 years 1942-61 $150 $250 | $77.50 | $51.75 |$129.25 '$17. 25 $94. 75 
years 1932-41, 1952-61_| 10 years 1942-51 250 200 52. 60 96.60 | 149. 20 72. 45 125. 05 
ears 1927-46......- 15 years 1947-61 200 200 70. 00 82.80 | 152.80 41. 40 111.40 
VO aneens do 200 300 85. 00 82.80 | 167.80 41.40 126. 40 
25 years 1927-51 ..| 10 years 1952-61 200 300 80.80 | 103.50 | 184.30 62. 10 142. 90 
ye ] 41, 1952-61 10 years 1942. 51 250 200 52.60 | 120.75 73. 35 72. 45 125. 05 
f Miketseon 10 years 1952-61 250 300 80.80 | 144.90 | 225.70 72. 45 153. 25 
RETIREMENT ON JAN. 1, 1967 
years 1982-51.....__- 15 years 1952-66 $200 $250 $75.10 | $82.80 $157.90 ‘$62.10 $137.20 
ars 1932-56 .-.-| 10 years 1957-66 250 250 63.40 | 120.75 | 184.15 96. 60 160. 00 
Do ; do 250 300 | 68.10 | 120.75 | 188.85 96. 60 164. 70 
ws 1932-41, 1952-66_| 10 years 1942-51 250 200 49.00 | 120.7 169. 75 vf. 60 145. 60 
years 1922-51... | 15 years 1952-66____| 200 300 | 82.20 | 124.20 | 206.40 | 162.10 | 144.30 
| 


hese annuities are at amounts calculated on the basis of railroad service after 1936 only, in accordance 





the provision that the reduction on account of a social security benefit may not*:educe the annuity 
below that which would be payable on such service. In computing these amounts, it is assumed that, 
' 4 specified average over the entire period of railroad service, the employee's monthly railroad earnings 





1936 are the same as those before 1937. In the typical case, the former are higher and the resulting 


inuity amounts would be higher than those shown. 


Nores to chart 1—This chart provides a handy and rapid means of making 
i reasonably accurate estimate of the amount of a retirement annuity under 
t ¢ Railroad Retirement Act. 

The following information is needed: (1) The employee’s years of service, 
‘*) his average monthly compensation, and (3) his average monthly wage. 
+} rhe examples on the face of the chart show how to use each scale in figuring 
“le amount of a railroad retirement annuity. 

Bear in mind that the average monthly compensation which is used in applying 
the railroad retirement formula is not necessarily the same as the average 
monthly wage which is used in applying the social security formula. Under 





~) ee Cate Ne 7 
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the social security “new-start” method, the average monthly wage, genera 
speaking, is the total of an employee’s railroad and social security earn 
after 1950 divided by the total number of months after 1950 (or age 22, if late; 
The average monthly compensation is the figure obtained by dividing ¢) 
ployee’s total creditable compensation by the total number of creditable mon; 
of service. 

In figuring an employee’s annuity, it is frequently necessary to apply 
formula, the railroad retirement minimum fory 


regular railroad retirement 
The three steps involved are as follows 


and the social security formula, 
(1) Apply the regular railroad formula. 
(2) Apply the minimum railroad formula if 
(a) The amount obtained from the regular formula is less than S69 
(0b) The employee has average monthly compensation of less than $2 
and a current connection with the railroad industry. 


(3) Apply the social security formula in the case of an employee 65 years old 


who would be “fully insured” under the Social Security Act, if his rail 
employment were creditable under that act, provided 

(a) The regular formula yields an amount less than $85, or 

(b) The employee has a child under age 18 and the regular 

yields an amount less than $127.50. 

(The social security formula shown on the chart is the “new-start” form 
which is used only when an employee has 6 quarters of coverage, rough}; 
years of service, after 1950. 
payable under the Social Security Act when the “new-start” formula does | 
apply.) 

The amount produced by the social security formula must be reduced by { 
amount of any old-age benefit to which the employee is entitled, or would be 
application, on the basis of his social security employment alone, 

The highest of the amounts obtained in (1), (2), or (8) is the emplo 
annuity. 

The amounts obtained directly from the chart must be modified in sey 


respects: 
First, if the amount obtained under the railroad minimum formula o: 


chart is more than the employee’s average monthly compensation, that amount 


must be reduced to the average monthly compensation. 

Second, if the employee is male and retires from ages 60 to 64 with 30 ye 
of service (unless he is retiring on a disability annuity), the annuity produ 
by the regular or minimum formula must be reduced by 1/180 for each 
the employee is under age 65 when the annuity begins. 

Third, if the employee has railroad service before 1937 and is entitl 
would be upon application, to an old-age benefit under the Social Securit 
the annuity produced by the regular or minimum formula must be reduced 
the amount of that benefit but not below the annuity payable under the reg 
or minimum formula on the basis of service after 1936. 


The largest annuity now payable—on the basis of 30 years o! 
ice and an average monthly compensation of $300—is $1 


Larger annuities will be possible after 1966 when more than 30 years 


of service may be credited. 


The method is applicable to any one of the five types of retirement 
annuity described above, except that, in the case of a male employe 


retiring on an age annuity before age 65, the result is reduced 
one one-hundred-and-eightieth (or five-ninths of 1 percent) for : 
full month he is under age 65 as of the first month in which his an 
begins. Thus, at age 60 (60 months before the attainment of age | 
there is a maximum reduction of sixty one-hundred-and-eigh 
one-third of the full annuity. The reduction is not made in tli 
women. 

Calculation of the annuity: reqular minimum formula—li 
average monthly compensation is less than $200 and the a1 
culated by the regular formula is less than $69, a different fo 


may be used, provided the employee has a current connection wi"! 


the railroad industry. This formula provides a minimum an! 





The chart cannot be used to compute benefit amounts 
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equal to whichever of the following three amounts is the least: $4.14 
times the number of years of service, $69, or the average monthly 
ompt nsation. 

Thus, an employee whose average monthly compensation is $150, 
and who has a current connection at retirement, will receive $62.10 
,month on the basis of 15 years of service, and $69 a month on the 
basis of 17 to 20 years of service. With more than 20 years of service, 
the regular formula yields a higher annuity. 

[he minimum amount is subject to the usual reduction in the case 
of a male employee retiring on an age annunity before age 65. 

(See below for the special minimum provision which may override 
the regular minimum. ) 

Restriction against dual benefits—The annuity payable to an em- 
ployee Who has creditable railroad service before 1937 is reduced by 
ay old-age insurance benefit to which he may simultaneously be 
entitled under the Social Security Act (or would be entitled if he 

; ‘led for it). The annuity, however, may not be reduced below the 
; mount payable on the basis of railroad service after 1936 alone. 

If a reduction is to be made for the month in which the annuity 
first becomes effective, and the annuity is payable only for part of 
that month, only a proportionate reduction is made. If the employee's 
: unnuity is payable on a reduced basis because of a joint-and-survivor 
: <* MM election, the dual benefit reduction is applied to the annuity before it 

<* SMM isreduced on account of the election. 

7 in computing the annuity on the basis of service after 1936, the 
-: |B \)-years-of-service requirement is disregarded; the annuity formula 


‘B® «applied to whatever service the employee has to his credit. If the 
‘Mm wnuity before the application of this provision is a disability annuity, 
*: Wm vreduced age annuity, or a minimum annuity, an annuity of the same 


» 23 Sag type is, for this purpose, computed on the basis of service after 1936 

Mm egardless of whether such service alone would qualify the employee 
me for such an annuity. If the annuity before the application of this 
provision, or the annuity awarded before October 30, 1951, could 


$ $4 
*  ; $M be calculated under the minimum formula (but is not because the 
: mm gular formula yields a higher result), the annuity based on service 
> +» Ma “ter 1936 may, regardless of the length of such service, be computed 
© © #@iader the minimum formula. In that case, the annuity may not 
dae ‘sceed the amount that would be payable if service before 1937 were 
3 luded. 
4 |fthe reduction provision is to be applied in the case of an employee 
a 


rho was entitled to receive an annuity on October 29, 1951, it may 

t operate to reduce the sum of the railroad and social security 
iefits which the employee and his family are entitled to receive for 

vy month, on the basis of his employment, to an amount below the 
tresponding sum on that date. In applying this “saving clause” 
the following rules are observed : 

(a) An individual is considered to be “entitled to receive” an 
inuity or a social security benefit on October 29, 1951, or for a month 
iter October, if (i) an actual payment is made for that day or 
onth, or would be made except for the work restriction or other 
“rcumstance requiring a temporary suspension of payments, and (ii) 
‘application is filed before the end of that day or month. 

(b) If a spouse was entitled to receive a social security benefit 
October 29 and dies after October, the saving clause is applied, 


3494—53—pt. 1—_—-33 





ee a ee 


478 RETIREMENT POLICIES AND RAILROAD RETIREMENT SYSTEM 


with respect to any month beginning with the month of death, 1 
the amounts payable to the employee ‘alone. This also applies if th 
spouse is divorced or ceases to have a child in her care. 

(c) If a spouse was not entitled to receive a social security benefit 
on October 29 but becomes entitled after October, the saving claus 
is applied, with respect to any month beginning with the month of 
entitlement, to the amounts payable to the employee and his spouse, 

(d) If benefits are to be increased to give effect to this saving ¢ lause, 
the ale increase is made in the employee's annuity. 

Suppose an employee retires at age 65 on January 1, 1953, under t 
following circumstances: he has a wife who is titled | to a wife's 
annuity; he has 30 years of railroad service, including 13 years after 
1936; his average monthly compensation for the 80 years is $200, an 
for the 13 years after 1936, $250; he is entitled to an old age benef 
of $56 a month under the Social Security Act, and his wife to a wife’ 
benefit of $28 under the same act. 

His railroad annuity, on the basis of $200 average monthly comper 
sation and 30 years of service, would be $124.20. After reduction by 
his social security benefit, it would be $68.20. His railroad annuit: 
on the basis of 13 years of railroad service after 1936 and average 
monthly compensation of $250, would be $62.79. The higher of th 
two reduced annuities, $68.20, is payable. His wife’s annuity is 
$34.10 (one-h: uf of $68.20). These two amounts are in addition t 
the benefits of $56 and $28 payable to the employee and his wife, re 
spectively, under the Social Security Act. 

As an illustration of the saving provision, consider an employee 
who, on January 1, 1951, was awarded a railroad annuity of $80 a 
month and a social security old-age benefit of $40 a month, and whose 
wife was awarded a social sec urity wife’s benefit of $20 a month at 
thesame time. Assume that all three benefits were payable for October 
1951. Beginning November 1951, therefore, the sum of the benefits 
to the employee and his wife may never be less than $140. — 
the application of the formula provided by the 1951 amendments in- 
creased the annuity of $80 to $92, beginning in November, and th 
the wife became entitled to a wife’s annuity of $40 in that month. 
Suppose further, that $38 of the $92 was attributable to service after 
1936. Because of the dual-benefit restriction, $40 was deducted from 
$92, leaving $52, note being taken of the fact that that was larger tha 
$38. The wife’s annuity was then reduced to $26. The sum of the 
four amounts thus computed for November, $52, $26, $40, and $20, \ 
$138, or $2 less than the sum of the three amounts for October 2. 
1951. The $2 was therefore added to the $52, leaving the employee 
with a reduced annuity of $54, effective November 1. 

Because of the 1952 amendments to the Social Security Act. 
social security benefits to the employee and his wife were increased, 
effective September 1 1952, to $45 and $20.60, respectively. _ rr 
the dual-benefit restriction, $45 was deducted from $92, leaving ™ 
and the wife’s annuity was reduced to $23.50. The sum of the fo 
amounts for September 1952, $47, $23.50, $45, and $20.60, was $136.1", 
or $3.90 less than the sum of the three amounts for October 29. The 

$3.90 was therefore added to the $47, leaving the employee with 
vedueed annuity of $50.90, effective September a 

Special minimum provision: Calculation of benefits under the so 

security formula.—A special minimum provision guarantees that ! 
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total of monthly benefits payable under the Railroad Retirement Act 
to an employee and his wife (or her husband), together with any bene- 
fits payable under the Social Security Act to the employee and his 
wife (or her husband) and children, may in no case be less than the 
total that would be payable under the latter act if railroad employ- 
ment were credited as social security employment. 

Thus, if the employee’s annuity, plus the annuity payable to the 
wife or husband, if any, is less than the difference between— 


(a) The amount that would be payable under the Social Se- 
curity Act to the employee, the wife or husband, and the children, 
if the employee’s railroad service after 1936 were credited as social 
security employment along with any other social security em- 
ployment he may have; and 

(6) The amount payable under that act on the basis of the 
employee’s social security employment, if any. 


Then the annuities to the employee and spouse are raised proportion- 
ately to that difference. For this purpose, the employee’s annuity 
means the annuity after reduction because of dual benefits, but before 
reduction on account of retirement on a reduced age annuity or under 
a joint-and-survivor election. The social security formula may be 
applied in a month following the month of retirement, even though 
itmay not have been applicable at the time of retirement. For ex- 
ample, if an employee retires before age 65, his annuity may be 
recalculated in accordance with the social security formula at age 65. 

The provision is applied only when an annuity is actually payable 
fora full month under the Railroad Retirement Act; that is, it is 
not apphed to the month in which employee’s annuity begins if it 
begins after the first of the month, or to any month for which no 
annuity is payable even though a benefit might be payable under the 
Social Security Act. If the provision is being applied to an employee 
whose spouse becomes eligible for a benefit after the first of a month, 
it is applied to the employee alone for that month. In any event, the 
provision is applied regardless of the possibility that no benefit might 
be payable under the Social Security Act as a penalty for failure on 
the part of the beneficiary to report an event which necessitates sus- 
pension of the benefits. 

In determining the amount payable under the Social Security Act 
toa husband, the husband is deemed to have submitted proof of de- 
pendency within the time limitation prescribed by that act, regardless 
of when proof is actually submitted to the Board. 

Recomputation of annuities —An annuity may be recomputed, upon 
application, in order to take into account service rendered after re- 
tirement. If the employee is working for a covered employer, he 
must stop working and, unless he is under age 65 and applying for a 
recomputation of a disability annuity, relinquish rights to return to 
the service of the employer. The increase resulting from the recom- 
putation is effective as of the beginning of the month following the 
last month in which he worked for a covered employer, but not earlier 
than 6 months before the filing date of the application for the 
recomputation. 

Necomputations are made not only under the regular or minimum 
railroad formula, but also, where applicable, under the social security 

ormula (see below), in which case both railroad and social security 


ee 














48() RETIREMENT POLICIES AND RAILROAD RETIREMENT SYSTEM 


employment after retirement are taken into account. In recomputing 
an annuity, the type of annuity originally awarded is not changed. If 
for example, the original annuity was reduced because of retirement 
before age 65, the recomputed annuity is awarded with the origina 
percentage reduction, regardless of the employee’s age at the time of 
recomputation. Also, the determination as to whether the employee 
has a current connection is made as of the original annuity beginning 
date. If, however, a disability annuity is terminated because the em- 
ployee has recovered from his disability, any annuity that is subse. 
quently awarded to him is considered a new annuity and is of the type 
to which he is entitled on the basis of his new eligibility qualifications, 
except that— 

(a) If originally the annuity was based on occupational dis 
ability, the employee is not required to meet the current connectio: 
test for purposes of a new occupational disability annuity; and 

(6) If the disability annuity was payable on October 2%), 1951, 
on the basis of less than 10 years of service, the 10-year require 
ment is disregarded in any new award made after recovery. 


Calculation of wife’s or husband’s annuity.—The wife’s or husband's 
annuity is equal to one-half of the employee’s annuity, up to a max 
mum of $40. If the employee is receiving a reduced age annuity, or 
an annuity reduced because of a joint-and-survivor election, the 
spouse’s annuity is computed from the employee’s annuity before 
reduction. The spouse’s annuity is reduced by the amount of any 
retirement or parent’s annuity for which he or she is eligible under 


the Railroad Retirement Act, or any benefit under the Social Security 
Act other than a wife’s or husband’s benefit. (If the other benefit is 
under the Social Security Act, the reduction must be made whether 
or not these benefits are applied for.) If the wife or husband is 
eligible for a wife’s or husband’s benefit under the Social Security 
Act and also for some other benefit under that act, the full amount 
of the former, before it is reduced or eliminated under the simultane- 
ous entitlement provisions of that act, is allowed before the railroad 
annuity is reduced. 

For example, if the wife is eligible under the Social Security Act for 
a wife’s benefit of $40 and an old-age benefit of $50, the former is) 
payable under that act ; however, only $10, rather than $50, is deducted 
from the railroad annuity. If she is eligible under the Social Security 
Act for a wife’s benefit cf $40 and an old-age benefit of $30, the former 
is reduced to $10 and the full amount of the latter remains payable 
under that act; however, nothing is deducted from the railroad 
annuity. 

Calculation of pensions—The monthly amount of a pension is equal 
to the pension payable by the employer on July 1, 1937 (or, if the 
employer had made a general reduction in pensions after 1930, the 
pension payable before the reduction), up to $120, plus 38 percent. 
The 38 percent addition is the result of two successive increases—“! 
percent, effective July 1948, and 15 percent, effective November 1951. 
The maximum pension payable is therefore $165.60. 

A pension payment is treated like an annuity payment for the pur 
pose of applying the dual-benefit restriction, except that no effect cal 
be given to the saving provision that the benefit may not be reduced 
below the amount payable on the basis of service after 1936. It's 
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also treated like an annuity for the purpose of the wife’s (or hus- 
band’s) benefit, except that if the pensioner works for a railroad or 
his last nonrailroad employer only his wife’s, not his own, benefit 
is suspended, 

Jvint-and-survivor annuities —Joint-and-survivor annuities are 
those paid to retired employees who, before July 31, 1946, had elected 
to take an actuarial reduction in their own annuity during their life- 
time in order to provide a survivor annuity to their surviving widow 
or widower. Such elections are no longer permitted. An election 
previously made may be revoked by the employee, in which case his 
annuity is restored to the full amount beginning with the month fol- 
lowing revocation. An election is automatically revoked upon the 
death of the spouse in whose favor it had been made. 

Duration of annuity payments 

The employee’s annuity may begin as soon as he qualifies, but not 
more than 6 months before his application is received by the Board, 
and not before the day after he has ceased all compensated service. 
Payment is withheld for any month in which he works for a railroad 
or for his last nonrailroad employer. The annuity ceases at the end 
ff the month before the one in which the employee dies, or, if he is 
inder age 65 and his annuity was based on disability, at the end of the 
month in which he recovers from disability. 

A person receiving a disability annuity may, from time to time, 
ind until age 65, be required to submit proof of the continuance of dis- 
ability. If he earns more than $75, in employment or self-employ- 
ment, in each of any six consecutive months, he is considered to have 
reovered at the end of the sixth month, regardless of his physical 
condition. 

Although the retroactive beginning date is not affected, an age an- 
iuity may not be awarded until the applicant relinquishes whatever 
rights he may have to return to the service of a covered employer and 
of the noneovered employer by whom he was last employed. A re- 
cpient of a disability annuity must relinquish his rights when he 
reaches age 65. 

The wife’s (or husband’s) annuity may begin as soon as she quali- 
fies, but not more than 6 months before her application is received 
by the Board. It is not payable for any month for which the em- 
ployee’s annuity is not payable because of the application of the work 
restrictions, and is itself subject to the same work restrictions as would 
ve applied to an employee’s annuity. Also, it terminates on the death 
of either spouse, on divorce, or, in the case of a wife who is not yet 
‘i, when she no longer has a qualified child in her care. In the latter 
case, the wife may acquire a new eligibility by again having a child 
in her care, whether the same child as before or another. 

Disposition of retirement benefits unpaid at death.—Retirement 
benefits due but unpaid at the death of an employee are paid to the 
widow or widower, children (or persons entitled to share with child- 
rn under the intestacy laws of the State of domicile of the employee 
it the time of his death), parents, brothers, and sisters, or payers of 
the funeral expenses, in that order of precedence, provided an appli- 

‘ation is filed within 2 years of the employee’s death. 

Annuities under $2.50.—If an annuity amounts to less than $2.50 
‘month, a full settlement may be made in one lump-sum payment 
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equal to the actuarial cash value of the monthly installments. This js 
referred to as a commuted annuity. 


Definitions 


Years of service—F¥or the purpose of calculating the annuity, a 
year of service is any 12 months of service, whether or not consecutive, 
If a fraction of 6 months or more remains, the remainder counts as 
a full year; otherwise it is taken at its actual value. Thus, 126 months 
of service count as 11 years, while 243 months count as 20%» years, 
A full 120 months are needed to fulfill the 10 years-of-service require- 
ment. In calculating the annuity based on service after 1936 (as may 
be required in dual-benefit cases), a final fraction of 6 months or more 
is counted as a full year only if the employee has at least 120 months 
of service after 1936. 

A month of service is a calendar month during any part of which 
the employee worked under the coverage of the Railroad Retirement 
Act. Months in which the employee was in military service are 
counted in the years of service if: 


(a) The employee served in the Armed Forces of the United 
States during a war-service period, and 

(6) Before entering military service, he worked for a railroad 
during the same year or during the preceding calendar year. 


(A war-service period is a period during which (i) the United States 
was at war or in a state of national emergency, or (11) the employee 
was required to enter and continue in military service, or (iii) in the 
case of an employee who was in military service at the end of a war, 
he was required to continue in military service.) Other monthis dur- 
ing which no railroad service was actually performed may be counted 
if the employee received pay for time lost. This includes payments 
made because of illness or injury or because of discharge or suspension 
and later reinstatement with back pay. 

All service after 1936 is credited. The period before 1937 may be 
counted only if the employee was in active service on August 2%, 1999, 
or had an employment relation on that date. If the period before 
1937 is included, the maximum number of years of service that ma) 
be credited is 30; otherwise there is no limit. This means that be 
ginning in 1967 annuities will in some cases be based on more than 3! 
years of service and may, therefore, exceed the present maximum of 
$165.60 a month. 

Average monthly compensation.—The average monthly compensi- 
tion used in cslenlotios the annuity is the average obtained by a- 
viding the total compensation credited to the years of service by the 
number of months included in the years of service. No more than 
$300 may be credited in any one month. The average for the years 
1924-31 is assumed to be the amount paid in each month before 193/, 
except that some other method may be used if necessary to provide 4 
fair and equitable basis for computation. Compensation may include 
pay for time lost. This includes payments made because of illness 
or injury, or because of discharge or suspension and later reinstate 
ment with back pay. Also, for each month of creditable milita'y 
service, the employee is credited with $160 in addition to any com 
pensation from railroad service he may have in that month, exce?! 
that the total may not exceed $300 in any one month, Compensatiol 
does not include tips. 
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Survivor benefits 

In order to calculate survivor benefits, it is necessary to know the 
meaning of “average monthly remuneration” and “basic amount.” 
Therefore, these will be discussed first. 

Average monthly remuneration and basic amount.—The amount of 
the survivor benefits paid on the death of an employee who was com- 
pletely or partially insured depends on the employee’s basic amount, 
which in turn depends on his average monthly remuneration. To 
letermine his average monthly remuneration, the amount of his com- 
bit ined earnings in both railroad and social-security employment after 

936 and before the quarter in which he died is divided by the number 
of i niente in that period, including months in which he did not work. 
\s in the case of retirement benefits, railroad compensation is credited 
p toa maximum of $300 for any one month, it may include pay for 
ime lost but not tips. Under the same conditions as those described 
nder “Retirement benefits,” the employee may be credited with $160 
for each month he was in military service. Social-security earnings 
are credited up to $3,000 for any one year through 1950, and $3,600 a 
year thereafter. The combined earnings, however, may be taken only 
ip to a maximum of $3,600 in any one year. Also, the number of 
nonths by which the earnings are to be divided does not include any 
part of the period up to the end of the year in which the employee 
reached age 22, except to the extent of three times the number of quar- 
ters of coverage in that period; nor does it include the months which 
fallin any quarter during any part of which an annuity was payable, 
nless that quarter is a quarter of coverage based on social-security 

ployment. The average monthly remuneration is limited to $300. 

As an example, if an employee began working for a railroad in 
August 1947, reached age 22 in June 1948, and died in October 1952, 

s average monthly remuneration is equal to his earnings through 
September 1952 divided by 63. The latter figure is computed as 
follows : 

Three times the number of quarters (15) from January 1, 1949, through Sep- 

tember 1942, 45 
Three times the number of quarters of coverage in 1947 and 1948, assuming he 

received at least $100 in 1947 and $200 in 1948 so as to receive credit for 6 

quarters of coverage for the 2 years in accordance with the table above, 18 

Total, months, 63 

The ceo of the average monthly remuneration is made a 
ofthe beginning of the quarter in which the employee was « ‘complete ly 
insured and had attained the : age of 65, instead of the quarter in which 
hedied, if the effect is to yield a higher average. 

The basic amount is equal to 40 | percent of the first $75 of the aver- 
age monthly remuneration, plus 10 percent of pe remainder, with 1 
percent ad led to the sum for each year after 1936 in which the em- 
ployee’s combined railroad and social-security earnings were $200 or 
nore. The minimum basic amount is $14. 

For example, if an employe who had already passed age 22 
vorked on a farm in 19 37, received $30,000 in taxable railroad and 
1 security earnings in the 14 years 1938-51 (earning at least 

ineach year), was sick for 3 months in 1952, and died on April 1, 
2, before he had reached age 65, his average monthly remuneration 
>a, This average is obtained by div iding the $30,000 by 183, 
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or 3 times the number of quarters in the period January 1, 
March 31, 1952. The basic amount is then calculated as folloy 


40 percent of the first $75 
10 percent of the remainder__ 


14 saeans of $38. 89 for the 14 years in which creditable earnings wert 
at least $200- nee oan Gato 


Basic amount 


If the employee was completely insured only by meeting the thir 
of the four conditions enumerated under “Completely insured” above, 
the average monthly remuneration is not computed. Instead th 
basic amount is calculated in the regular way from the averay 
monthly compensation on which the retirement annuity was based, 
except that the 1-percent premium for each year after 1936 in which 
earnings amounted to $200 is not added, and the $14 minimum does 
not app: If he was completely insured only by virtue of con- 
dition (4), the basic amount is calculated from the average earnings 
on which the original pension was based, again without the | 1-percent 
addition and without the minimum provision. (Ifthe rg s records 
do not show the average earnings, the basic amount is $33.5: unless 
the pension was less than $25, in which case the basic amount 
four thirds of the pension, but not less than $13.33.) Finally, if 
_ employee was completely insured on the basis of pteditica (1 

r (2) and also on the basis of condition (3) or (4), then the basi 
eauant is calculated both ways, and the survivors get the benefit 
of the higher amount. 

Calculation of survivor benefits: Regular formula.—Examples 0 
survivor benefits payable on the basis of various combinations r 
years of service and average monthly remuneration are shown in table 
6. Survivor benefits payable on the basis of any such combinatio 
may be figured by using chart 4. 


WI 
e] pl 


anou 
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Taste 6.—Survivor benefits under the Railroad Retirement Act, for selected 
family groups, and for selected values of years of service after 1936 and 
average monthly remuneration 


ee - j | 

| be - | Widow | | Insur- 
Average | Widow | Widow 1 parent : oa : - 
monthly | Widow | andi | and2 ——e or I 1 —_— ome 
wage child children | ohijdren | Child cum 





10 years of service 


ons x a 
hird : . . *$80.00 | $83.41 $95.33 | °$41.30 | *$68.80 | *$80.10} $357.50 
, $150. -.-. . *93.80 | °120.00 | *120.00| *46.90| *78.20, *109.: 
OVE, 15 $150... .90 | _°93.80 | %120.00 | %120.00| 46.90! *78.20| *%109.! 412. 50 
1 -| 52. *105.00 | °140.10 | *160.20| %52.50| °87.60 | 122. 
the $250....-|  *58.2 *116.40 | *155.20 | *168.90 | °58.20| °97.00| °135.90 | 
ras 000 50 | *105.00 | 140.10 | *160.20; *52.50| °87.60) *122. 467. 50 
ag $2! 58. *116.40 | °155.20 | %168.90 | °58.20/ °97.00| %135.< 
ised, ; ae a3. *127.60 | *168.90 | *168.90 "63.80 | °106.40 | *148.: 
1 os sock] *116.40 | *155.20 | *1f8.90| %58.20/ *97.00| 135.5 
hich $300. .-- 53. *127.60 | *168.90 | *168.90 |  %63.80 | *106.40| *148.8 
does "127.60 | 168.90 | *168.90| 63.80) *105.40| *148. 
COn- ‘Ie Pate t , ut he eae 
20 years of service 
LINgS : incite aE tie aa iS 
reent $100...--| *80.00| 91.00, 104.00) *41.30|  *68.80 390. 00 
ords $150.--- B. *93.80 | *120.00/} *120.00| %46.90 |  °78.20 
. fi5 $150_...- 5. *93.80 | *120.00 120. 00 *46. 90 *78. 20 .f 450. 00 
nless $200. ...- 52.50 | *105.00 | 140.10 | *160. 20 50 | *87.60 | ssa 
$250-.--.|  *58.20| %116.40 | *155.20| *168.90 58. : *97.00 . 90 |. 
nt is ’ $200... 52.50 | *105.00 | %140.10 | *1€0.20 52.5 *87. 60 7 510.00 
ly. if $250..... 20} *116.40 | %155.20 | *168.90 58. 2 *97.00 | 
or $300... _- 30 | 127.60 | *168.90 | *168.90 t *106. 40 oo 
1 (1) i $250......| : *116.40 | °155.20 | *168.90 58. 3 *97.00 .90 | 570.00 
basic $300_...- 80 | *127.F0 | *168.90 | *168.90 .80 | *106.40 | r. 
asi K $300_---- 33.80 | *127.60 | 168.90 | *168.90 53.80 | *106. 40 .80 | 630.00 
enelt re on f. ae ae" 
30 yes 
les of 


ns of *20. 00 98. 59 112.6 *41.30 80 


3 . sie : *93.80 | *120.00| 130. *46, *78. 20 
tabie $ oon 52. £ *105.00 | *140. } *1 0,2 52. 5 *87. 60 
; ‘ y *105.00 | *140.10 | *160.: *87. 60 
1atlon 5000 58.20} *116.40| *155 *168. 58. 2 *97.00 
80 | *127.60 | *168. ¢ *168.90 | f *106. 40 
31.75 | *116.40| %155, *168.90 | *58.: *97.00 ! 
80 | *%127.60 *168. § *168. } a *106. 40 8. 80 
8. 25 *127.60 *1€8.90 | *168. 90 | 3.80 | *106.40 8. 80 | 





Tes.—(1) All service is assumed to be after 1936 and continuous tothe date of death. Death is assumed 
1 January 1, so that the number of increment years is equal to the number of years of service. 
2) Annuities marked by (*) are computed by means of the social security formula in accordance with the 
on that they may never be less than the corresponding benefits under the Social Security Act. 
erage monthly wage for the purpose of computing minimum benefits under the social security 
lamay be higher than the average monthly remuneration when the former is based on the new start 
ich cases, the minimum benefits under the social security formula are computed on the new-start 
buss. Where the average wage is equal to the average remuneration, the new-start formula is likewise 
4 , in some eases, the conversion-table method may yield higher benefits, depending upon the 
editable increment years. In order to give effect to the new-start provision, death is assumed to 
0 rJune 30,1952. The average monthly wage may, in some cases, be lower than the average monthly 
muneration, and the social-security formula applied to the former may still yield higher benefits than the 
road formula applied to the latter; such cases are not illustrated here. 


Where a widow’s or widower’s annuity is payable, it is equal to the 
tmployee’s basic amount, except that it may not be less than the 
mount, if any, which the widow or widower was entitled to receive 
‘8a wife’s or husband’s annuity in the month before the employee 
ted. Where a child’s or parent’s annuity is payable, it is equal to 
vo-thirds of the basic amount. The insurance lump-sum death bene- 
i isequal to 10 times the basic amount, but may not exceed the amount 
{the funeral expenses. 

In the example given above (basic amount $44.33), the widow or 

\ower, if eligible, would receive $44.33; each eligible child, $29.55; 
ach eligible parent, $29.55. The lump sum would be $443.30. 
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Nores to chart 4.—This chart provides an easy method of making a reasonab)y 
accurate estimate of the amount of a survivor annuity under the Railroad Retire 
ment Act. Actually, it shows the widow’s benefit, from which the monthly bene 
fits to other survivors can be determined. If the total family benefit produce 
by the railroad formula is less than the amount produced by the social security 
formula, the total is raised to the latter. Therefore, it is necessary to appl) 
both the railroad formula and the social security formula. 

The following information is needed: (1) The number of years in which the 
employee earned at least $200 in railroad and social security employment com 
bined, (2) his average monthly remuneration, and (3) his average monthly wage 

Jear in mind that the average monthly remuneration, which is used in apply- 
ing the railroad formula, differs from the average monthly wage, which is used 
in applying the social security formula. Under the social security “new-start” 
inethod, the average monthly wage, generally speaking, is the total of an en 
ployee’s railroad and social security earnings after 1950 divided by the tota 
number of months after 1950 (or after age 22, if later). The average monthly 
remuneration is the figure obtained by dividing the employee's total railroad 
and social security earnings by the number of months after 1936 (or after age 22, 
if later). 

In figuring either the average monthly remuneration or the average monthly 
wage, the maximum creditable earnings that may be counted in any one year 
are $3,600, and the maximum average is $300. 

The examples in the chart show how to use each scale in figuring the 
amount of a widow’s annuity. Under the railroad formula survivor benefits 
are based on a figure called the “basic amount,” and a widow’s annuity is equal 
the full basic amount. Under the social security formula, survivor benefits are 
based on a figure called the “primary insurance amount,” and a widow’s benefit 
is equal to three-fourths the primary insurance amount. The years of servic¢ 
are not used in the “new-start” social security formula. (The ‘“‘new-start” for- 
mula is used only when an employee has 6 quarters of coverage, roughly 114 years 
of service, after 1950. The chart can only be used to compute social security 
benefits under the “new-start” method.) 

The amount of a survivor’s annuity must be reduced by any other benefit t 
which the beneficiary is entitled, or would be upon application, under the Rail 
road Retirement Act or the Social Security Act. 

The total of monthly benefits pay: able on the death of an employee 
may not be more than $160 or 224 times the basic amount when calcu 
lated under the railroad formula. (See below for special minimum 
prov ision.) For this purpose the total is taken before individual bene- 
fits are reduced on account of other benefits payable to the same bene 
ficiary, and before any benefits are withheld because of employment, 
failure of a child to attend school, or failure of a widow to have a child 
in her care. Also, the total, after reduction but before withholding, 
may not be less than $14. If it is necessary to decrease the total of two 
or more benefits to the maximum, or to increase the total of two or 
more benefits to the minimum, the decrease or increase is made in ea 
benefit on a proportionate basis. 

Special minimum provision: calculation of survivor annuities und 
the social sec urity tormula.—A spec ial minimum prov ision on 
tees that the total of monthly survivor benefits payable on the deat 
of an employee may not be less than the amount that would be payable 
in monthly benefits under the Social Security Act on the death of t! 
same employee, if railroad employment were credited as socia|-secur'it) 
employment. The provision is applied with respect to any month 
only if at least one annuity is payable for that month. It is applied 
regardless of the possibility that no benefit might be payable wu - or the 
Social Security Act as a penalty for failure on the part of the bene 
ficiary to report an event which would have necessitated suspension of 
the benefit under that act. The provision is not applied to lump-su! 
benefits. 
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For the purpose of determining the amount under the Social Secu- 
rity Act: 

(a) an employee who died completely or partially insured is 
deemed fully or currently insured, respectively, under that act, 
and é 

(b) a widower or parent is deemed to have submitted proof of 
dependency within the time limitation set by that act, regardless 
of when proof is actually submitted to the Board. 


Deductions from benefits —A survivor entitled to more than one 
survivor annuity may receive only the largest. A survivor annuity is 
reduced by any insurance benefit to which the survivor may simul- 
taneously be entitled under the Social Security Act (or would be 
entitled if he filed for it), and by any retirement annuity under the 
Railroad Retirement Act to which he may simultaneously be entitled. 
If the provision is to be applied in the case of a survivor who was 
receiving or entitled to receive an annuity on October 29, 1951, it may 
not operate to reduce the sum of— 

(a) the survivor annuity, 
(6) the retirement annuity, if any, of the survivor, and 


(c) the benefits under the Social Security Act which the survivor 
receives or is entitled to receive— 


to an amount below the corresponding sum on that date. For this 
purpose, a survivor is considered to be “entitled to receive” an annuity 
or a social security benefit on October 29, 1951, or for a month after 
October, if (i) an actual payment is made for that day or month, or 
would be made except for the work restriction or other circumstance 
requiring a temporary suspension of payments, and (ii) an application 
is tiled before the end of that day or month. These deductions are 
nade before the application of the special minimum provision. 

Deductions are made for any survivor benefit paid under the Rail- 
road Retirement Act as in effect before 1947 (other than a survivor 
(option) annuity paid as the result of a joint-and-survivor election) 
and for certain lump-sum benefits paid under the Social Security Act 
before 1947. If a survivor becomes eligible for an annuity which 
would not have been payable to him under the provisions as in effect 
before October 30, 1951, any residual benefit paid to him before that 
date is deducted from the annuity. These deductions are made after 
the application of the special minimum provision. 

Annuities of $5 or less —If an annuity amounts to $5 or less a month, 
a full settlement may be made in one lump-sum payment equal to the 
actuarial cash value of the monthly installments. 

Duration of annuity payments.—The annuity becomes effective on 
the Ist day of the month in which the survivor meets all the qualifica- 
fons, but not earlier than the 1st day of the sixth month before the 
month in which the application was filed. An application for an 
annuity is not valid if it is filed more than 3 months before the month 
in Which the survivor first meets the necessary qualifications. 

_ Payment is withheld for any month in which the survivor works 
mM covered railroad employment or for any month in which he is 
n social-security-covered employment and receives more than $75 
M wages or is credited with more than $75 in self-employment income. 
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In the case of a widow described in paragraph 2 under eligibility 
conditions, it is withheld for any month in which she does not have 
a child in her care; in the case of a child, it is withheld for any month 
in which he is over 16 years of age and fails to attend school regularly 
when attendance is feasible. The annuity is paid through the end 
of the month preceding the one in which the survivor dies, marries, 
or, in the case of a child, is adopted by someone other than a grand- 
parent, step-parent, uncle, or aunt. 

Disposition of survivor annuities due but unpaid at death—Survi 
vor annuities due but unpaid at the death of the survivor are paid 
to the following survivors of the employee from whom the benefits 
derived and in the order shown: Widow or widower, children (or 
persons entitled to share with children under the intestacy laws of 
the State of domicile of the employee at the time of his death) , parents, 
brothers and sisters, provided an application is filed within 2 years of 
the death of the survivor. 

Survivor (option) annuities—A survivor (option) annuity is pay 
able to the widow (widower) of a deceased railroad employee who 
elected to accept a reduced retirement annuity during his lifetime i: 
order to provide a monthly benefit for his wife (husband) after his 
death, and who did not revoke his election. Such elections have not 
been permitted since July 31, 1946; those already made, in the case 
of annuities beginning after 1946, are effective only if they were 
reaffirmed before 1948. This annuity begins as of the first montli 
in which the employee dies and is payable without restriction until 
the end of the month preceding the death of the survivor. It has 
no effect on the receipt of a widow’s (widower’s) annuity by the same 
survivor. All reference to survivor annuities or survivor benefits 
preceding this paragraph are to be construed as not to include the 
survivor (option) annuity. 

Survivors of employees who die without an insured status.—If an 
employee dies without having acquired an insured status, his service 
after 1936 is credited as employment under the Social Security Act. 
His survivors’ benefits, if any, are payable under that act, are based 
on his railroad service combined with his social security employment, 
and are computed in accordance with the social security formula. 
For this purpose, creditable railroad service is counted as social 
security employment even if it was performed outside the United 
States. The full amount payable under the Social Security Act to 
the survivors is applied against the residual amount ultimately payable 
by the Board. 

The residual payment.—The residual lump-sum payment is made 
at any time after the death of an employee that it appears that no 
benefits or no further benefits are payable, with respect to his death, 
under either the Railroad Retirement or Social Security Act. The 
benefit is then equal to 4 percent of the employee’s creditable com- 
pensation in the period 1937-46 and 7 percent thereafter, less 


(a) the amount paid to the employee and his wife in railroad 
retirement benefits or that part of any social-security retirement 


benefits in excess of the amount that would have been paid with- 


out his railroad service, and 
(b) the amount paid to his survivors in survivor benefits under 
either the Railroad Retirement or Social Security Act. 
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Where the total amount of benefits paid exceeds the sum of the stated 


ty percentages of the compensation, no residual payment is made. 
no If no survivor benefits are currently payable with respect to the 
- death of an employee, but it appears that benefits may become payable 
is toa widow, wikades: or parent upon the attainment of age 65 at some 
ad future date, the residual payment may not be made until after the 
* final termination of the age-65 benefits, unless one of the following 
id- events oceurs before age 65; the widow, widower, or parent (or each 
= parent if there are two) : 
aid (a) remarries, 
fits (b) dies, 
(or (c) becomes entitled to a railroad retirement annuity which is 
of greater than the survivor annuity payable at age 65 (this is 
nts, applicable only where the latter annuity is payable under the 
sof Railroad Retirement Act), or 
(d) waives all rights to the survivor annuity payable at age 
yay- 69. 
who In the last case, the waiver of any rights to a survivor annuity payable 
e in at age 65, whether urider the Railroad Retirement or Social Security 
his Act, does not deprive the widow, widower, or parent of any benefits 
not that may be payable at age 65 under the Social Security Act on the 
case basis of social security earnings alone. 
vere The employee has the right to designate someone to receive the 
mth residual payment. Only designations made on or after June 23, 1948, 
intil are valid for this purpose. If a residual payment may be made to a 
has designated beneficiary only upon the waiver of the rights of a widow, 
same widower, or parent to an annuity at age 65, and if the designee is not 
efits one of these survivors, only that survivor, and not the designee, may 
» the decide whether the future monthly benefits are to be waived. If the 
option to waive is exercised in such a case, the residual payment is 
f an made to the designated beneficiary and not to the widow, widower, or 
rvice parent. In the absence of a designation, because, for example, none 
Act. was filed or the designee has died, the residual amount is paid to the 
vased employee’s survivors in the following order of precedence, the widow 
nent, or widower, the children (including persons entitled to share with 
mula. children, in accordance with the intestacy laws of the State of resi- 
social dence, of the employee at the time of his death), the parents, or the 
nited person equitably entitled to reimbursement for paying the funeral 
ct to expenses of the deceased to the extent of such entitlement. In the 
yable absence of a widow or widower, child, or parent, or payer of the funeral 
expenses, the benefit is paid to the estate of the employee. 
made The following illustrates how the residual amount is computed: An 
at no employee whose taxable railroad compensation was $27,000 for 1937-— 
leath, #6, and $15,000 for 1947-51, begins to receive an annuity of $90 a month 
The on January 1, 1952. He dies on March 1, 1952, after receiving 2 
com- months’ payments, leaving a widow under 65 years of age and two 
children over age 18. His widow receives a lump-sum payment of 
‘lroad $527 and at age 65 is awarded a widow’s annuity of $58.90 (computed 
seoent under social security formula) a month which she receives for 20 
with- months before she dies. Assuming that the employee has not desig- 


nated a beneficiary, the residual payment of $285 is due and is divided 
under 


490 RETIREMENT POLICIES AND RAILROAD RETIREMENT SYSTEM 


equally between his two adult children. The amount is computed as 
follows: 


Amount of residual payment before reductions: 
SF OER, OE iis te acti han totic ete nition ee icecnnnie $1, 080 
fg .. f 3). 4 See See - 1,050 


TN wate ‘ $2, 130 
Less benefits previously paid : 
Retirement annuity—2 months at $90 
Lump-sum benefit — . 
Widow’s annuity—20 months at $56.90_- 


Total deductions- 


Residual payment. __-----~- 


The widow, before reaching age 65, could waive the annuity payable 
to her at that age and receive a residual payment of $2,130, less the $180 
in retirement annuity payments and the $527 in the lump-sum pay- 
ment, or a net of $1,423. Or, if she remarries or dies before age 6: 
the residual of $1,423 becomes payable immediately, to her in the first 
case, and to her children in the second. 


IV. THE DISABILITY PROGRAM 


Statement of provisions 

The annuities payable under the Railroad Retirement Act include 
those to railroad employees retiring before age 65 on account of dis 
ability. Benefits are payable to persons who are disabled for work 
in their regular occupations only, as well as to individuals who are 
permanently and totally disabled for all employment. ‘There are 
different eligibility requirements for each type of disability annuity. 

To be eligible for an occupational disability annuity, an employee 
must have a current connection with the railroad industry. He must 
have completed-10 years of service if he has reached the age of 60, and 
20 years of service if he is under age 60. His physical or mental 
condition must be such as to disqualify him for work in his regular 
occupation. For an annuity based on total disability, an individual 
must have 10 years of service and must be permanently disabled for 
all regular employment. The amount of a disability annuity is con 
puted according to the same formula as is applied to a person retiring 
at age 65 or over. 

Present status of disability program 

The disability program has gone through many changes since the 
original legislation in 1935. Generally speaking, the ch: anges in the 
disability program since the initial legislation have been in the diree- 
tion of liberalization. 

Both the amendments of 1937 and 1946 reduced the service se 
ments for disability annuities. Although the 1937 amendments | 
introduced a strict standard for disability retirement, the provisio! 
of the 1946 law liberalized and extended the concept of occ supati jonal 
disability implicit in the 1935 act. Legislative changes which 1! 
creased the amounts of annuities benefited disability as well as ag° 
annuitants. 

The 1951 amendments removed from the coverage of the railroad 
retirement system millions of individuals who had only casual el 
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ployment in the railroad industry. Most of these persons find their 
major employment in industries covered by the social security sys- 
tem. Their railroad service is combined with their social security 
service in the computation of their benefits under that system. About 
5 percent of the disability annuities awarded in 1950 went to totally 
disabled employees who had less than 10 roo of railroad service. 
Most such employees, because of their disabilities, may be unable to 
acquire the necessary service to qualify for benefits under the socia! 
security system. Under present circumstances such disabled employees 
will be treated in exactly the same way as are disabled workers covered 
by the Social Security Act, which does not protect against disability. 
‘The Railroad Retirement Act provides that a disability annuitant 
under age 65 who earns more than $75 in each of 6 consecutive calendar 
months is automatically considered to have recovered from his dis- 
ability in the last month of the 6-month period and his annuity pay- 
ments are stopped beginning with the seventh month. Many annui- 
tants have misunderstood the significance of this provision and have 
arranged with their employers to be paid much more than $75 in most 
months of a 6-month period and less than that amount in one or more 
months. In that way, they continue in regular employment with the 
view of avoiding forfeiture of their annuities. During the hearings 
before this committee in August 1952, the Railroad Retirement Board 
suggested that this difficulty could be solved by changing the pre- 
sumption-of-recovery provision to a straight work clause on a month- 
to-month basis. 

Administration 

Establishment of Standards 


(a) Total disability —To qualify for an annuity based on total 
disability, an employee must establish that he is permanently and 
totally disabled for regular employment for hire. The determination 
of disability within the meaning of the act required personnel qualified 
by experience and training to evaluate disabilities and to establish 
norms and schedules for rating disabilities. On October 19, 1937, a 
Disability Rating Board composed of one legal and two medical 
wembers was established which formed the nucleus of the present 
Division of Disability Determinations. 

To expedite the handling of disability claims and to insure uni- 
formity in adjudication, the following standards were adopted ini- 
tially as a basis for presuming the existence of a disability under the 
Railroad Retirement Act of 1937: 


(i) Loss of or permanent loss of use of both feet. 
(11) Loss of or permanent loss of use of both hands. 
(ii) Loss of or permanent loss of use of one hand and foot. 
(iv) Permanent industrial blindness (corrected vision of 20/200 
or less in both eyes). 
(v) Permanent loss of hearing in both ears unless offset by 
some practical mechanical device. 
(vi) Permanently helpless or permanently bedridden. 
(vii) Aphonia or complete loss of vocalization from organic, or 
$s nonfunctional cause. 
(viii) Any other condition which in the judgment of the Board 
causes an individual to be totally and permanently dis- 
abled for regular employment for hire. 


Y™ ay a 
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(6) Occupational disability—The Railroad Retirement Act as 
amended July 31, 1946, required the Board, with the cooperation of 
employers and employees, to establish standards of the greatest 
ticable uniformity determining the physical and mental conditions 
which permanently disqualify employees for work in the various 
occupations in the railroad industry. 

The first step in establishing uniform standards for occupational 
disability was taken when the Board invited representatives of em- 
ployers and employees to a meeting on October 2, 1946. Approxi- 
mately 70 persons attended the meeting at which tentative plans were 
discussed. At the next meeting, the Board presented as a basis for 
discussion tentative disability and occupational rating schedules pre 
pared by the disability division of the Bureau of Retirement Claims. 
The representatives of employers and employees were asked to con- 
sider these tentative schedules and present their views and suggestions, 

The various occupations in the railroad industry were divided into 
eight separate “family groups.” Each “family group” contained those 
occupations which were found to be similar so far as physical and 
mental demands are concerned. 

Accompanying each family group was an explanation of the physi- 
cal and mental demands upon all occupations in that group and the 
applicable medical standards. For simplicity in administration, the 
medical standards were placed in systemic groups as follows: Hear 
and circulatory conditions, chest conditions, vision, hearing, bones and 
joints (amputations and deformities) , diseases of the blood and blood- 
forming organs, surgical conditions, and general medical conditions. 
The medical standards differed materially among the several family 
groups depending on the physical and mental demands of each group. 

At the request of the Board, representatives of employers and en- 
ployees appointed a joint committee to meet with the Board for the 
purpose of reviewing the provisional disability rating schedule. Thi 
joint committee subsequently discussed in detail every item in the pro- 
visional occupational and disability rating schedule. The employe 
and employee groups cooperated to the fullest extent and many valu- 
able suggestions were made. The schedule was revised on the basis of 
these suggestions. 

Several thousand claims were reviewed and considered under the 
provisional standards in the schedule. Experience with these claims 
showed which standards required clarification or revision. If it ap- 
peared that a standard or standards did not conform to the require- 
ments of the act in any specific case, the committee on standards 
studied and investigated the matter in the light of all facts involved, 
and if the facts warranted, recommended changes in the standards. It 
was through this process that the experience of the Board was use 
in improving and perfecting the standards. 

Although the committee on standards considered each item in the 
provisional occupational and disability rating schedule, each member 
of the committee did not approve of each individual standard. How 
ever, the revised schedule conformed substantially with the sugg’ 
tions and contributions offered by the members of the committee rep 
resenting the employer and employee groups. The act did not re 
quire the Board to adopt standards agreed upon by the committee 
however, the Board was guided to a great extent by the committees 
recommendations. 
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Application of Standards 
(a) Total disability.—The physicians and attorneys in the disabil- 


as 


1 of 


rac- ity division have been specially trained in the field of disability evalu- 
ions ation. The medical members do not personally conduct physical 
lous examinations, but base their decisions on medical reports submitted 
by an employer’s physician, a private or other physician engaged by 
mal the applicant, a physician designated by the Board, or, where arrange- 
em- ments are made by the Board, a member of the medical staff of a 
‘OXl- Veterans’ Administration facility. All evidence bearing on the con- 
were dition of the applicant is considered by the Board, irrespective of 
; for source, and appropriately weighed in arriving at a conclusion. Ap- 
pre- plicants may appear personally or by representative before the dis- 
IMs, ability division for an informal discussion of the case. It has been 
Con- found from experience, however, that a complete medical picture can 
ons. generally be obtained through the detailed reports and correspondence 
into with the reporting physician. 
those Most railroads and hospital associations have agreed that, upon 
and J® request by the Board, their doctor will make a complete examination 
ofthe applicant. Such an examination is usually adequate to permit 
hys J proper evaluation of an individual’s disability. In the train and 
1 the engine service, the carrier surgeons ordinarily make periodic check- 
1, the ups. The results are furnished if the applicant so authorizes; fre- 
Heart quently, they give a good history and are sufficient in all respects. If 
s and er are not sufficient, the Board may then request a new and complete 
lood- examination. In some instances, claims have been denied on the basis 
tions. of such examinations which, while apparently adequate, were proved 
amily by later developments to be insufficient for a proper determination. 
TOup: B® In order to avoid repetitions of this character, and thereby safeguard 
dl em: the interests of the applicants, the Board adopted a procedure for 
wr the HM adjudicating disability claims in which the initial evidence indicates a 
The possible denial. Under this procedure, before a decision is made, 
e pro- which would result in the denial of a claim for a disability annuity, 
ployer the applicant is allowed a period of 30 days, or more if needed, in 
valu hich to submit further information or evidence which may more 
ASIS OF tlearly describe his physical condition and his ability or inability to 
perform regular employment for hire. If evidence is submitted 
er the MM which indicates the need for examinations by specialists, such exami- 
claims HM nations are authorized. If on the basis of all the available evidence 
it ap- the claim for disability benefits must clearly be disallowed, the appli- 
quit B® cant is formally notified of the decision. 
ndards Many employees file claims on the basis of conditions which are not 
~ peecally considered permanent in character, and which can usually 
ds. e treated successfully or corrected surgically. Some of these con- 
IS Set litions are prostatic enlargement, diabetes, certain diseases of the 
blood, gastro-intestinal ulcers, skin diseases, and certain forms of heart 
in the HH disease. To qualify for a total disability annuity, the disease or con- 
nembet HM dition must be not only totally disabling but also permanent in char- 
How- BM acter or of such nature that no improvement may be expected. Appli- 
sUgEY” B® “ts frequently request the Board to allow disability annuities on 
ee Te} the basis of temporary disabilities and to discontinue the annuity upon 
not . recovery. However, such requests must be denied since the law makes 
on” 00 provision for an annuity under such circumstances. 


An employee whose application is denied because the disability 
division did not find him totally disabled within the meaning of the 
33494—53—pt, 184 
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act has the right to appeal to the Appeals Council, to the Board itself, 
and, finally, to the courts. With one exception, the Board was upheld 
in each of the few instances where an applicant who was denied an 
annuity on the basis of total disability questioned the interpretation 
of the statutory provision and brought suit against the Board. Ip 
that one case, the court merely directed the Board to take into account 
the employee’s age, training, natural ability, former occupations, and 
vapabilities in determining whether he was disabled for all employ- 
ment for hire. 

(6) Occupational disability.—In the course of setting up ana apply- 
ing standards of disability, the Board received numerous inquiries 
on the following points: (1) Whether the language in section 2 (a) 
(4) of the act gives the Board jurisdiction or authority to require 
an employer to disqu: alify an employee found to be disabled in accord- 
ance with the standards established by the Board, regardless of the 
employer’s or employee's wishes in the matter; (2) whether employers 
are required to disqualify employees found to o so disabled ; and (3) 
whether the language of the act confers upon the employers any av- 
thority to disregard or violate whatever provisions are cont: Lined in 
their agreements with railway labor organization concerning the rights 
of employees to continue in service, regardless of employees’ disabili- 
ties in accordance with the standards established by the Board. 

In a decision rendered on February 14, 1947, by the associate ger 
eral counsel of the Board, it was held (1) that the Board has no juris- 
diction or authority to require an employer to disqualify (or not to 
disqualify) employees found to be disabled (or not disabled) i 
accordance with the standards established by the Board, regardless 
of the employer’s or employee’s wishes; (2) that employers are not 
required by the act to disqualify employees found to be so disabled; 
and (3) that the act does not confer upon employers any authority 
to disregard or violate whatever provisions are cont: ained in th 
agreements with the railroad labor organizations concerning the rig ohts 
of employees to continue in service, regardless of whether the el- 
ployees are disabled in accordance with ‘the standards established by 
the Board. 

The disability division of the Bureau of Retirement Claims will 
not ordinarily render a decision on occupational disability wnt! il th 
appnns has ceased work in his railroad occupation and has fi 

. formal claim with the Board. The fact that an individual is st 
working in his occupation is generally taken as prima facie evide! 
that he is not disabled within the meaning of the act. Fypothetic cal 
questions involving disabilities of persons who are still employed 1! 
their regular occupations and have not filed claims are discourage¢, 

As in the case of total disability annuitants, an employee whos 
application is denied because the disability division did not fin 
him occupationally disabled within the meaning of the act has th 
right to appeal to the Appeals Council, to the Board itself, and, finally 
to the courts. 


ed 
i] 


Termination of benefits because of recovery 
(a) Total disability—The Railroad Retirement Act of 1997 
quired persons receiving total disability annuities to furnish sai 
factory proof of the continuance of their disabilities until they reache 
the age of 65. In order to carry out this provision of the law. thé 





RETIREMENT POLICIES AND RAILROAD RETIREMENT SYSTEM 495 

































































self, 
held 
d an 
ation 
ae) 
‘ount 
. and 


ploy- 


Board directed annuitants whose disability was not static to report 
periodically for medical reexamination. Reexaminations were gener- 
ally not required of persons whose annuities began after age 64 or 
whose disabilities resulted from amputations, organic blindness or 
deafness, permanent disfigurement, or any other static condition. 

In the early years, most annuities were awarded subject to reex- 
amination, but the proportion of such annuities declined as the Board 
gained experience in the adjudication of disability annuities. Cur- 
rently, only a small number of reexaminations are found necessary. 
The resultant saving to the Board and the elimination of much in- 
convenience to the annuitants were accomplished principally through 


pply- 


wires 


2 (a) more complete development of the medical evidence before the an- 
quire nuity was initially granted. If reexamination is indicated, the Board 
‘cord- HJ corresponds annually with the annuitant (until he reaches age 65) 
of the inquiring about his condition, the medical treatment he may be re- 
loyers #M ceiving, and his employment, if any. The information received which 
id (3) 


is considered in connection with the medical evidence originally sub- 
mitted aids materially in the revaluation of the case as a whole. 

In view of the medical requirements for a total disability annuity 
and the advanced age of most disability annuitants, comparatively 
few have their annuities discontinued because of recovery. Records 
of the Board show that by June 1952, less than 400 of the 65,000 per- 
wns awarded total disability annuities through that date were re- 
ported to have recovered. 

Benefits of a disability annuitant are stopped not only if he is found 
to have recovered from his disability, but also if he rendered compen- 
sated service to a railroad employer or to the “last person” by whom 
he was employed before his annuity began. In this case, however, 
the Board makes no decision regarding the disability status of the 
umnuitant until the employee again stops working and applies for a 
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n thei reinstatement of his annuity. At that time, the Board considers 
e rights whether or not he has recovered from his disability. 
he em- (b) Occupational disability—In making provision for the occupa- 
shed by tional disability annuity it was not intended to provide annuities to 
; persons who, though they might have certain disabilities, were able 
ms Will to engage in a substantial employment. Accordingly, the amend- 
ntil thei ments provided that a disability annuitant while under age 65 who 
as filed earned more than $75 in service for hire or self-employment in each 
| is still of 6 consecutive calendar months is to be considered to have recovered 
videncom from his disability in the last month of the 6-month period. This test 
ithetical of recovery from disability became effective on January 1, 1947, and 
loyed MMM was applicable to all disability annuities (including total disability ) 
juragel awarded after July 31, 1946. It is a positive test under which the 
e Wilds 


annuitant is always considered to have recovered even though medical 
evidence may show that there is no actual change in his physical 
condition. : 

_A disability annuitant under age 65 employed outside the railroad 
industry who earns $75 or less per month, or who works less than 6 
months, may also be found to have recovered. When the Board is 


net finc 
has th 
1. finally. 


1991 re notified of the annuitant’s employment, it may require him to submit 
‘ch satis ‘0a new medical examination on the basis of which recovery from a 
> readie lisability may be established. 

Jaw, th 
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As would be expected, the more lenient medical and service require. 
ments of the 1946 amendments gave rise to an increase in the number 
of recoveries from disability. Recoveries in fiscal year 1948-49 num. 
bered over 300, five times as many as in the previous year, and more 
than in all previous years combined. In wath of the following three 
fiscal years, there were 200 to 300 recoveries. 

Rehabilitation —The Railroad Retirement Act contains no provi. 
sion for the vocational rehabilitation of disabled annuitants. The 
Board, consequently, has no program for vocational rehabilitation, 
However, it is believed that a vocational rehabilitation program may 
be desirable and might be advantageous both for the disabled employ- 
ees and for the railroad retirement system. The Board is at present 
giving consideration to this question. 


V. BENEFIT STRUCTURE 


Chart 5 and tables 7-15 present detailed breakdowns for some of 
the summary data on retirement and survivor benefits given at the 
beginning of this chapter. 

Data on monthly benefits in current-payment status on December 
31, 1951, have been adjusted for changes in amount, service, monthly 
compensation, etc., resulting from the recertification of benefits under 
the 1951 amendments, including changes effected in the first several 
months of 1952 but applicable to payments for December 1951. A 
relatively small number of adjustments either were not yet made at the 
time the tabulations were prepared or for technical reasons could not 
be included, but their omission has very little effect on the figures 
shown in the tables. 

Where indicated in the footnotes, the tables are based on samples, 
usually of 20 percent. Figures based on sample data are subject to 
the usual sampling errors, which decrease as the size of the figures 
increases. Some of the smaller numbers, therefore, tend to be some- 
what unreliable. 

In the tables showing data on monthly benefits awarded in 1951, 
awards in December have been excluded where they are not comparable 
with those made in January—November. December 1951 was the first 
month in which new benefits currently awarded were computed under 
the new provisions. The characteristics of awards in the first 1 
months of 1951 do not reflect the changes resulting from these new 
provisions. The new provisions apply to insurance lump-sum benefits 
only in the case of deaths after October 30, 1951; with a few exceptions, 
the first awards of this type were not made until after December. 

Chart 5 shows the aggregate amount of benefits paid in each fiscal 
year from 1936-37 to 1951-52. It also shows the percentages of eacl 
year’s payments accounted for by retirement annuities, pensions 
former carrier pensioners, survivor benefits, and for 1951-52, wives 
and husbands’ benefits. As measured by the amount of benelits, the 
growth of the system has been steady, with relatively sharp increases 
in 1947-48, 1948-49, and 1951-52 resulting from the amendments of 
1946, 1948, and 1951, respectively. In 1951-52, annual benefit pay: 
ments reached a total of $394,000,000, of which 73.6 percent was paid 
in retirement annuities, 1.4 percent in pensions, 5.9 percent in wiv 
and husbands’ benefits, and 19.1 percent in survivor benefits. 
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CHART 5 


RETIREMENT AND SURVIVOR BENEFITS: AMOUNT AND PERCENTAGE DISTRIBUTION, BY CLASS OF 
BENEFIT AND BY FISCAL YEAR, 1937-52 
(MILLIONS OF DOLLARS) 
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Table 7 classifies the retirement annuities awarded in January-No- 
rember 1951 according to the type of annuity and the length of service 
on which it is based. Because the amount of annuity is to so large an 
extent proportional to the years of service, the average annuity pay- 
ment taken by itself obscures the differences between the level of bene- 
its to short- and long-term employees. Thus, the average annuity 
awarded in January—November 1951 was $76.47, but it ranged from 
8.08 for those with less than 5 years of service to $39.72 for those 
with 10-14 years to $103.54 for those with 30 years of service. Career 
employees tend to have the highest annuities not only because of their 
longer service, although that is the primary reason, but also becaue of 
their higher average earnings. The average annuity was based on 
22 years of service and a monthly compensation of $164. More than 
half of them, however, were based on 30 years of service, and, for these, 
the monthly compensation averaged $193. 
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TABLE 7.—Retirement annuities: Number, percent, and selected characteristics 
of annuities awarded in January—November 1951, by type of annuity and by 
years of service 


Minimur 
Average 
monthly 
amount 
of an- 
nuity 


Average 

monthly 

compen- 
sation 


Average 

annuity 
per year 
of service 


Years of service Number | Percent 


All annuities 


| | 
Total 8, | = 100.0 | $76.47] $3.: 
| | 


Average years of service 


Less than 5 2, ,o $120 
5to9d ‘ 135 
10 to 14 . 5. 124 
15 to 19 ; 5.6 126 
20 to 24 2, 136 
25 to 29 3, 3. 150 | 
30 | \ 51,2 193 103. 5 


SNPS WON 


Full age annuities 


$164 | $74.42 $3.35 


Average years of service 7 22.5 


Less than 5 | 2, 3.4 | $120 $4. { 
5 tog , 44 7.6 133 22. 

10 to 14 7 ) 114 38. 2 
15 to 19 120 53 

20 to 24 | , 36 7 132 63. 7 
25 to 29 . 0. 146 78. { 
30 ( 196 105. 5 


Reduced age annuities 
tal (all at 30 years 76 $194 | $86. 7. $2 


Disability annuities 


Total 9, $163 $79. 99 $3. 


Average years of service 24.6 


Less than 5 } 2. $129 $6. 

5to9 < a. 147 24. 3% 
10 to 14 7.6 136 41. 5 
15 to 19 5} 135 55. 90 
20 to 24 ; 275 | 13. § 140 66. 10 
29 : 7 | 9. 155 82. 28 


a ‘ i 5. 185 101, 43 


+ 
to 


Table 8 classifies the same retirement annuities awarded in J 
November 1951, and also those in current-payment status al 
of 1951, in $10 intervals of the monthly amount of annuit) 
does the same for the particular annuities paid under ¢ 
minimum formula (the Board did not begin to apply the speci 
cial-security-minimum provision until January 1952, although making 
it effective as of November 1951) and table 10 for pensions. Forty-s!* 
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percent of all retirement annuities being paid on December 31, 1951, 
were for monthly amounts of $100 or more, and 5 percent for $150 
or more. Nine percent were for less than $50; these were largely 
annuities based on less than 10 years of service, which were retained 
on the Board rolls after the 1951 amendments, and annuities paid on 
a reduced basis because of the dual-benefit provision. 


Mant} 
} ABI S 


Retirement annuities: Number and percent in current-payment status 
31, 1951, and awarded in January—November 1951, by type of annuity 
and by monthly amount 


on Lee, 











Age annuities 
1 Jisability 
Total — -—— only — Disability 
annuities 
Monthly amount Full Reduced 
| ar . 
|} Number |Percent) Number | Percent) Number | Percent} Number linia 
ae innit a vnieitini a i ; 
In current-payment status on Dec. 31, 1951 
——— i ; . ' — 7 
I 257,600} 100 /1170,800]  100/ 11,500 100 75, 400 | 100 
| | } | 
Average monthly amount $94.53 $95.62 $93.95 $92.62 
Sif 4, 400 2 4.190 2 300 { 
$ 9 3, 000 1 2, 600 2 (3 Q 400 
z 0 4, 500 2 3, 600 2 (3 (2 900 l 
OY 4, 000 2 3, 000 2 100 l 1, 000 l 
$ 0 6, 000 2 3, 500 2 200 2 2, 200 3 
$59.99 8, 100 3 4, 900 3 600 5 2, 600 3 
§ “ ) 45, 000 17 28, 100 16 900 x 15, 900 21 
$7 18, 500 7 11, 000 6 1, 600 14 5, 900 ~ 
ts $8 21, 000 8 12, 700 7 1, 800 16 6, 500 9 
oH tO 39 24, 100 9 14, 700 9 1, 800 1¢ 7. 600 10 
‘ 1.99 28, 900 11 18, 200 ll 1, 700 15 9, 000 12 
: 1Y 27, 500 ll 17, 600 10 1, 100 10 8, 800 12 
$ 1,99 21, 600 ~ 14, 400 8 700 6 6, 500 9 
| $139.99 15, 800 6 11, 500 7 40) 4 3, 800 5 
$ $ 9 11, 900 5 9, 400 5 400 3 | 2 200 3 
9 7,700 ; 6, 400 1 100 1 | 1, 200 2 
3 0 5, 600 2 | 4, 900 3 (@) 600 
Awarded in January-November 1951 
| j 7 - 
28, 944 100 | 419,127 100 676 100 | 9, 141 100 
| | | 
Average 1 thly amount $76.47 $74.42 $86.73 $79.99 
2, 513 9 2, 365 12 148 2 
9 993 3 849 4 144 2 
set) LO $29.99 1, 168 4 887 5 1 ( 280 3 
‘ $30.99 853 3 530 3 l ) 322 $ 
. o49.09 801 3 134 2 18 3 349 1 
$5 901 | 3 484 3 29 388 t 
oy to 960 4, 542 16 2 564 13 100 15 1. 878 21 
. %, 067 7 1, 162 6 ll 17 79 9 
BO to § ---| 2,344 8 1,314 7 114 17 7 10 
on) to 39 3, 631 13 2, 187 11 129 19 I 14 
. 3, 489 12 2,118 11 91 13 1, 280 14 
: . 2a 9 1, 696 9 44 7 78 9 
: ..| 1,684 6 1, 295 7 24 1 3 4 
a 966 3 821 { 10 l 135 I 
e144 465 2 421 2 2 ( 12 
ade inuities averaging $99.71 to women who retired at ages 60-64 
7 reent. 
i 
” nuities averaging $88.28 to women who retired at ages 60-64 
‘ Nore Data for annuities in current-payment status based on 20-percent sample. De- 


not add to totals shown because of rounding. 
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TarLe 9.—Minimum retirement annuities: Number and percent in current-pay 
ment status on Dec. 31, 1951, and awarded in January—November 1951, by ty) 
of annuity and by monthly amount 


Total Age annuities 


| Disab 


Monthly amount ee ee ee ee 


Number | pense Number | Percent) Numt 


In current-payment status on Dec. 31 


Total..... — s 57, 700 100 1 37, 400 | 100 


Percent of all annuities. - - - | 22 21 
Percent of all annuities amounting to $69 or less. 77 73 
Average monthly amount | $59.92 $58.73 


| 

Less than $10 100 | =) 100 | 

$10 to $19.99 400 | 400 | 

$29 to $29.99 3, 100 f 2, 600 

$30 to $39.99 2. 700 § | 2, 100 | 

$40 to $49.99 | 4, 700 S 2, 900 8 
$50 to $59.99 | 6, 600 il 4, 300 1 
$60 to $69 40, 000 69 25, 100 67 14 


Awarded in January-November 


| 
Total _— 5, 658 | 100 43, 510 100 


Percent of all annuities | 20 18 
Percent of all annuities amounting to $60 or less 


Average monthly amount 


Less than $10 
$10 to $19.99 
$20 to $29.99 
$30 to $39.99 
$40 to $49.99 
$50 to $59.99 
$60 


' Includes 400 reduced annuities, 

? Less than 0.5 percent. 

* Less than 50. 

4 Includes 15 reduced annuities. 

Norr.—Data for annuities in current-payment status based on 20-percent sa! 
figures may not add to totals shown because of rounding. 



























pay- 
type 
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Tarie 10.—Pensions: Number and percent in current-payment status on Dec. 31, 
1951, by cause of retirement and by monthly amount 
Total Age Disability 
Monthly amount a. a ae ee ee . ——— 
Number | Percent | Number | Percent | Number | Percent 


tal. ...cononcsiuncquasagecenneses 6, 387 100.0 2, 143 100. 0 4, 244 | 100. 0 








\ onthly amount | $81. 30 $88. 39 $77. 72 
s 
$10 ; 3 ae 1 ( 2 (! 
aeraipr teva antssidrabenleiweet 41 0.6 | 16 0.7 25 0.6 
esehtinasliiale 363 5.7 | 127 5.9 236 5.6 
wait 721 11.3 | 205 9.6 516 12.2 
653 10. 2 195 9.1 458 10.8 
609 9.5 165 7.7 | 444 10. 5 
g 625 9.8 169 7.9 | 456 10.7 
$71 577 | 9.0 171 8.0 | 406 9.6 
0 to 900.00. Siac engin eel 500 | 7.8 | 157 7.3 | 343 8.1 
WO to 900.90. os 386 6.0 139 6.5 | 247 5.8 
$100 to $109.99 i 343 5.4 116 5.4 | 227 5.3 
$110 to $119.99 . piitnnwooaaentquit 274 4.3 99 4.6 75 4.1 
$120 to $129.99 > egitien ah nnneneen wh 263 4.1 113 5.3 150 3.5 
$130 to $139.99... pid er enind Seems mhne 225 3.5 86 4.0 139 3.3 
$140 to $149.99 Se asad 177 2.8 74 3.5 | 103 2.4 
$150 to $159.99 . pnrehnt ereheogsgul 160 2.5 | 70 3.3 90 2.1 
$160 to $165.60 sia oot ae 467 7.3 240 11.2 | 227 5.3 


Less than 0.05 percent. 


Table 11 classifies the annuities being paid at the end of 1951 by 
$10 intervals of the monthly amount, but this time with the amount 
a to the wife included. For comparative purposes, it shows also 
he distribution according to the amount before the 1951 amendments, 
Ine luding payments to a wife, where there is one eligible for benefits, 
the average amount paid at the end of December was $105.91, 56 per- 
cent of the amounts being for $100 or more, and 16 percent for $150 
or more. Considering, however, only those cases in which both the 
employee and his wife were on the rolls, the average aggregate bene- 
fit was $141.16; 89 percent of the cases were paid at $100 or more, and 
1) percent, at $150 or more. 

Table 12 presents distributions, by amount, of monthly survivor 
benefits awarded in January—November 1951 and of those on the rolls 
at the end of 1951. Table 13 distributes the same benefits in terms of 
totals payable to the several types of family units. On the average, 
he largest family benefits were, of course, paid to families consisting 
of a widow and three or more children. The average for this group 
on December 31, 1951, was $101.21. The average family of a widow 
with two children was receiving $97.47, and the average family of a 
widow and child, $79.14. 
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Taste 12.—Surviver annuities: Number and percent in current-payment status 
on Dec. 81, 1951, and awarded in January—November 1951, by type of annuity 
and by monthly amount 

















































tae | Widowed mothers’ Children’s Parents’ 
ei rt | annuities annuities annuities 
nnuities | 
Monthly amount | 
Number Percent iN Number Percent | Number | Percent | Number | Percent 
a i o_o - _ - 
In current-payment status on Dec, 31, 1951 
Total...dasssass 84, 099 100. 0 12, 871 want | 100.0 0.0 | 47, 153 | 100. 0 1. 085 100. 0 
$39.95 $43.50 $28.09 $34.27 
27 0.3 | 39 0.3 | 1,109 | 2.4 | 13 1.2 
2, 019 2.4 | 598 | 4.6} 8.062 17.1 | 102 9.4 
4, 294 5.1 | 1, 219 | 9. 5 | 15, 980 33.9 | 181 16.7 
33, 207 39.5 | 2,694 20.9} 18,581 39. 4 460 42.4 
37,712 44.8) 3,628 28.2] 3,277 | 6.9 309 28. 5 
6, 589 7.8 4, 299 33. 4 | 133 -3 20 1.8 
4 | 394 3.1 | 11 |  hesnsnces ere 
| 
Awarded in January-November 1951 
leecncieihecaliaiainasal ——_— cis ‘ i il 
Tetel... cece 12, 007 | 100.0 3, 017 | 100. 0 7, 706 | 100. 0 127 | 100.0 
- Bis = ikea 
= Average neni 
= mount... iil $30.69 $29.74 $18.53 $18.44 
np 132 4.4 857 | 11.1 | 9 %1 
S 248 8.2 3, 192 41.4 | 63 49. 
3 900 29.8} 3,657| 47.5 | 55 43.3 
a 1, 638 ORS | nae oc canes Ditatamancd Ecancciaiescae 
z 99 8.8 | 2-22-00] ono = 220 [nnn nn-- ae] -anncsonne 
3 ' Less than 0.05. 
, Notes.—(1) Excludes survivor (option) annuities based on joint-and-survivor elections of deceased retired 
i ployees (see table 14). 





+) The highest monthly amounts that could be awarded under the provisions in effect before the 1951 amend- 
ar ts for each type of benefit are as follows: Aged widow or widowed mother, $40.97, and child or parent 
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Table 14 shows the amounts payable to the dwindling gr up of 
widows entitled to annuities deriving from joint-and-survivor ele 
tions made by the employees. The average payment at the end of 
1951 was $45.66; in most cases the widow was also receiving a 
annuity. 

Table 15 distributes, in $10 intervals of amount, the lump-sw 
vivor payments awarded in 1951, by type of payment and 
relationship of the beneficiary to the deceased employee. The aver 
residual payment was $682, with almost one third of them amount 
to $1,000 or more. These payments have, of course, been groy 
steadily; by the end of 1951, the maximum payment possil le | 
reached $2,700. Insurance lump-sum payments in 1951 averag 
and reached $437 as a maximum. 


TABLE 14.—Survivor (option) annuities: Number and percent in current 
status on Dec. $31, 1951, and awarded in January—November 1951, b 
amount 

In current-payment Award 
status on Dee. 31, 1951 | Nove 
Monthly amount 


Number Percent Number 


Total _ - si atlacapibachabehiaticaasieanlicntonstaei 


Average monthly amount ‘ 
Average monthly amount of retirement annuity on 
which survivor annuity is based - -. , $68.20 


roo 


Less than $10... 20 
$10-$19. 99 170 
$20-$29.99__ J . 758 
$30-$39.99_ . 998 
$40-$49.99_ .. _ | , 026 
$50-$59.99 — 657 
$60-$89.99__ , ee ie re | 372 | 
$70-$79.99__ 224 | 
| 


i BO Or OO me BD 


—nhy- 


$80-$89.99_ _ 124 
$90-$99.99_ __ ; d 5 2 
$100-$109.99_ _- } 
$110-$119.99_ 

$120-$129.99_ . 

$130-$139.99_ . 








1 Less than 0.05 percent. 
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Taste 15.—Lump-sum death benefits: Number and percent awarded in 1951, by 
type of benefit and relationship of beneficiary and by amount 



































mn Widows and . 
Tote rildrer -arents hers ! 
Amount otal widowers Children Parent Other 
Sul Num-| Per- |Num-| Per- | Num-| Per- | Num-/| Per Num-| Per- 
t] ber cent ber cent ber cent ber cent ber cent 
rag 
= | Residual payments 
T ne -s i ie 
Wing Total ais 8,651} 100.0 4,486) 100.0 1,448} 100.0 869} 100.0 1,848) 100.0 
had anlinadaiaasdl 
Sov] N ‘ yunt.- $682 $748 $322 $632 
$50 1, 188 13.7 605 13.5 162 11.2 234 26. 9 187 10.1 
$ 720 8.3 348 7.8 91 6.3 132 15.2 149 8.1 
mey ¢ ) 863 10.0 389 8.7 118 8.1 135 15. 5 221 12.0 
#} $/)-$299,.00 583 6.7 249 5.6 99 6.8 9 10.2 146 7.9 
SiK)-$ 9 438 5.1 176 3.9 85 5.9 49 5.6 128 6.9 
$ 19 690 8.0 3: 7.3 119 8.2 65 7.6 180 9.7 
wn 9 z 693 8.0 3 7.9 126 8.7 40 4.f 174 9.4 
§300-$999,.99 684 7.9 366 8.2 118 8.1 42 4.8 158 8.5 
§ $1,199.99__.._- ee 691 8.0 380 8.5 129 8.9 25 2.9 157 8.5 
$ $1,399.99 ae 739 8.5 429 9.6 122 8.4 32 3 156 8.4 
§ $1,599.99. ores 659 7.6 416 9.3 122 8.4 19 2.2 102 5.5 
§ $1,799.99_ oteatde 459 5.3 301 6.7 06 6.6 5 f 57 3.1 
$},800-$1,999.99 paeiieve se 205 2.4 128 2.9 52 3.6 ot 24 1.3 
$,000-$2,700_... eda cite 39 5 20 -4 9 6 1 1 y au 
Saateinianee 
a Insurance benefits 
J Tehel . .. snauhadbtcttices 1}?20,106} 100.0) 10,554, 100.0, 5,220) 100.0 812} 100.0) 3,520) 100.0 
be Tat S Eee eT ee ek | 
Ay MROUD 4 cacdcciomes $321 | $357 $278 | $279 $285 
24 SS SAN IS . nomen 
lf 1an $50 iimecbaben 141 0.7 1 1.5 7” 1.8 
4 $50-$90.99 peéescann | 479 2.4 72 4.3 20 2. § 3.8 
: $100-$149.99 Ae. done 736 3.7/ 106 6.9 49 6.0 6.2 
— | 959 4.8 143 10.0 68 8.4 6.4 
4 We $200-$240.90. 2 1,140 5.7) 251 10.0 62 7.6 8.7 
| 3,353; 16.7) 1,249 20.6 263; 32.4 21.8 
hu 4,226; 21.0) 2,194 18.8 224 27.6 23.5 
we 5, 176} 25.7} 3,412 18. 2 111 13.7 20. 0 
on 3, 896) 19.4) 3, 126 9.2 15 1.8 7.8 
aries other than spouses, children, or parents, in case of residual payments, and payers of funeral 
expe n case of insurance benefits. 


Excludes 954 awards of the supple mental type of insurance be 
in 1951 based on deaths after October 1951. 
‘Less than 0.05 percent. 


1e it averaging $133 and benefits awarded 





APPENDIX TO CHAPTER 7 


GROWTH AND DEVELOPMENT OF THE DISABtmLiIty FEATURES OF THE [IR 
RETIREMENT SYSTEM 


The disability provisions of the Railroad Retirement Act have gone through 
many changes since the original legislation. In order to make clear the bac} 
ground and development of the disability features, the provisions of the different 
acts and amendments are described in detail in the appendix which follows 


Background of general problem 

Retirement on account of disability was an important part of the general 
problem of retirement of aged workers. All of the formal pension plans on the 
railroads and most of the informal ones provided for disability pensions. Most 
of the plans required 25 or 30 years of continuous service and some of them 
specified a certain age before disability pensions could be paid. 

Death and disability payments were the first forms of fraternal insurance 
adopted by the railway unions because the unusual hazards of their occupations 
made it impossible for their members to buy insurance from private or mutual 
companies. 

Many bills were introduced into Congress before the passage of the first Rail 
road Retirement Act in 1984 and their disability features aroused a great deal 
of controversy. Some of these early bills had very liberal disability provisions; 
for example, one provided for payment of annuities to employees who had only 
5 years of service. Most bills did not specify that employees must be totally 
disabled, but permitted retirement because of occupational disability. Decause 
of the high cost of disability annuities based on short service and the precedent 
set by the private pension plans, the first Railroad Retirement Act had a strict 


service requirement and liberal physical requirements. 


Railroad Retirement Act of 1934 

The Railroad Retirement Act of June 27, 1934, provided for the payment of 
annuities to employees who had completed a service period of 30 years and 
were retired by their employers because of physical or mental inability to con- 
tinue in active service. There was no reduction, as in the case of age annuities, 
if the employee had not reached the age of 65. The 1934 act was never put 
into effect ; it was declared unconstitutional by a decision of the Supreme Court 
of the United States on May 6, 1985. 
Railroad Retirement Act of 1935 

The disability provisions of the act of August 29, 1935, were substantially 
the same as those of the 1934 act. The act provided for an annuity 

“* * * a person who either before or after the enactment si 
completed a service period of 30 years and who shall be after the en 
hereof retired by the carrier on account of mental or physical disab 
annuity paid under this subdivision shall not be subject to the dedu 
retirement before age 65] specified in subdivision (b) of this section 

Relatively few disability annuities were awarded under the 1935 act. Ofa 
total of approximately 18,500 annuities in force on October 3, 1937, only 1,000 
were disability annuities, more than 90 percent of which were awarded under the 
1935 act. Employees who had been retired because of disability before the enact 
ment date were not eligible to receive them. (Many of these employees had been 
placed on the pension rolls of the employers.) Also, disability annuities « uld e 
granted only to those otherwise qualified individuals who had couipleted 
at least 30 years of service. In any event, the 1935 act was soon succeeded )) 
the 1987 act. 
Railroad Retirement Act of 1937 

The disability provisions of the 1935 act were changed substan 
amendments of June 24, 1937. Under the 1937 act, annuities were payable ¢ 

“2. Individuals who on or after the enactment date shall be 60 
or over and * * have become totally and permanently ( 
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regular employment for hire, but the annuity of such individuals shall be 
reduced by one one-hundred-and-eightieth for each calendar month that they 
are under age 65 when the annuity begins to accrue. 
: Individuals, without regard to age, who on or after the enactment date 
are totally and permanently disabled for regular employment for hire and shall 
ive completed 30 years of service. 

“Such satisfactory proof of the permanent total disability and of the con- 
tinuance of such disability until age 65 shall be made from time to time as 
may be prescribed by the Board. If the individual fails to comply with the 
equirements prescribed by the Board as to proof of the disability or the con- 
tinuance of the disability until age 65, his right to an annuity * * * by 
eason of such disability shall, except for good cause shown to the Board, 
ease, but without prejudice to his rights under subdivision 1 or 2 (a) of this 
subsection. If, prior to attaining age 65, such an individual recovers and is 
no longer disabled for regular employment for hire, his annuity shall cease 
pon the last day of the month in which he recovers and if after such recovery 
the individual is granted an annuity under subdivision 1 or 2 (a) of this sub- 
section, the amount of such annuity shall be reduced on an actuarial basis 
to be determined by the Board so as to compensate for the annuity previously 
received under this subdivision.” 

The 1987 amendments liberalized 


innuities, 


the service requirements for disability 
The number of persons who could qualify for disability annuities 
vas increased by extending eligibility to individuals between 60 and 65 years of 
age even though they had not completed 30 years of service, provided they were 
otherwise eligible. These annuities, however, were reduced by one one-hundred- 
and-eightieth for each calendar month during which the individual was under 
age 65 at the time his annuity began. Disability annuities based on 30 years 
of service, however, were not reduced because the employee was under age 65. 

The 1937 act made it possible to award annuities to many disabled employees 
vho could not receive them under the 1935 act because they were not in service 
and did not have an employment relation on or after August 29, 1935. This was 
accomplished by granting an employment relation to employees who were not 
working on August 29, 1935, because of sickness or disability. 

The 1987 act defined disability more strictly than the 1935 act. Under the 1935 
act, an employee otherwise eligible could qualify for a disability annuity if it 
could be shown that he had been retired by a carrier because of physical or 
mental disability. Under the 1937 act, it was necessary to establish that he was 
permanently and totally disabled for regular employment for hire. 

In addition, continuing proof of disability had to be given to the Board until 
the employee reached age 65. In case the employee recovered from his disability, 
his benefits stopped. In such cases, the employee did not prejudice his right to an 
ige annuity either immediately if he qualified or when he attained the age of 65. 
Such an age annuity, however, was reduced on an actuarial basis to compensate 
lor the disability payments received. 

The definition of disability in the 1937 act required the Board to deny annuities 
to employees who, even though found by their employers to be physically or 
ientally unable to perform the duties of their regular occupations, were not 
permanently and totally disabled for all work. Although the 1934 and 1935 acts 
provided annuities in such cases, the 1937 act required that the employee be 
totally and permanently disabled for all work before he could be eligible. The 
provision assumed that, if the test of permanent and total disability for all work 
Was not satisfied, the employee could obtain regular employment in another job 
on the railroads or in some other industry. Actually, the employee’s age, physical 
iheapacity, training, and background made it difficult, if not impossible, to obtain 
other regular employment at satisfactory wage rates. 

Under the 1935 act, any employee, even if totally and permanently disabled, 
Could, upon application, elect to have the present value of his annuity apply to the 
Myment of a reduced annuity to him during his life and to an annuity during the 
life of his surviving spouse, The 1937 act changed this provision. After Decem- 
ne 31, 1937, the joint-and-survivor option, to become operative, had to be elected 
- the employee 5 years before the date on which his annuity begins to accrue, or 
aan furnishing proof of health satisfactory to the Board. The amounts of the 
. oe are computed so that their combined actuarial value is the same as 
a “roe alee of the single-life annuity to which the employee would other- 
ian ntit ed. This meant that disabled employees could not elect joint-and- 
amar unless they made an advance election of 5 years. Even in the 
‘se of an employee who made Such an advance election and retired under one of 
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the disability provisions of the 1937 act, the joint-and-survivor annuities were 
reduced below the amounts which an age annuitant and his surviving spouse 
would have received. The mortality table used in computing the amount of the 
joint-and-survivor annuity was based on the experience of disabled lives, ang 
greatly reduced the amount of benefits payable both to the annuitant and his 
spouse. 

The requirement of 30 years of service for a disability annuity, or the attajn- 
ment of age 60 if the employee had less than 30 years of service, made it impos. 
sible for thousands of employees who were permanently and totally disabled to 
receive disability benefits. The rigorous service requirements, as well as the 
medical qualifications of the 1937 act, were liberalized in the 1946 amendments, 


1946 amendments 

The amendments of July 31, 1946, made important changes in the disability 
features of the Railroad Retirement Act. Except for the 10-year service require 
ment of the 1951 amendments, they are the provisions now in effect. They are 
described in detail in this section. 

Provisions of law.—Under the amendments of 1946, annuities were payable to: 

“4. Individuals having a current connection with the railroad industry, and 
whose permanent physical or mental condition is such as to be disabling for work 
in their regular occupation, and who (i) will have completed 20 years of service 
or (ii) will have attained the age of 60. The Board, with the cooperation of 
employers and employees, shall secure the establishment of standards determi 
ing the physical and mental conditions which permanently disqualify emplo) 
for work in the several occupations in the railroad industry, and the Board, 
employers, and employees shall cooperate in the promotion of the greatest prac- 
ticable degree of uniformity in the standards applied by the several employers. 
An individual’s condition shall be deemed to be disabling for work in his regular 
occupation if he will have been disqualified by his employer because of disability 
for service in his regular occupation in accordance with the applicable standards 
so established, if the employee will not have been so disqualified by his employer, 
the Board shall determine whether his condition is disabling for work in his 
regular occupation in accordance with the standards generally established; and 
if the employee’s regular occupation is not one with respect to which standards 
will have been established, the standards relating to a reasonably comparable 
occupation shall be used. If there is no such comparable occupation, the Board 
shall determine whether the employee’s condition is disabling for work in his 
regular occupation by determining whether, under the practices generally pre 
vailing in industries in which such occupation exists, such condition is a perma- 
nent disqualification for work in such occupation. For the purposes of this 
section, an employee's ‘regular occupation’ shall be deemed to be the occupation 
in which he will have been engaged in more calendar months than the calendar 
months in which he will have been engaged in any other occupation during the last 
preceding five calendar years, whether or not consecutive, in each of whicli years 
he will have earned wages or salary, except that, if an employee establishes that 
during the last 15 consecutive calendar years he will have been engaged in another 
occupation in one-half or more of all the months in which he will have earned 
wages or Salary, he may claim such other occupation as his regular occupation; or 

“5. Individuals whose permanent physical or mental condition is such that 
they are unable to engage in any regular employment and who (i) have completed 
10 years of service, or (ii) have attained the age of 60. 

“Such satisfactory proof shall be made from time to time as prescribed by the 
Board, of the disability provided for in paragraph 4 or 5 and of the continuance 
of such disability (according to the standards applied in the establishment of 
such disability) until the employee attains the age of 65. If the individual fails 
to comply with the requirements prescribed by the Board as to proof of the con- 
tinuance of the disability until he attains the age of 65 years, his right to aa 
annuity by reason of such disability shall, except for good cause shown to the 
Board, cease, but without prejudice to his rights to any subsequent annuity [0 
which he may be entitled. If before attaining the age of 65 an employee inte 
ceipt of an annuity under paragraph 4 or 5 is found by the Board to be no longer 
disabled as provided in said paragraphs his annuity shall cease upon the 
last day of the month in which he ceases to be so disabled. An employee, 1” 
receipt of such annuity, who earns more than $75 in service for hire, or in self 
employment, in each of any six consecutive calendar months, shal! !« deemed to 
cease to be so disabled in the last of such 6 months; and such employee shall 
report to the Board immediately all such service for hire, or such self-employ 
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ere ment. If after cessation of his disability annuity the employee will have ac 
use quired additional years of service, such additional years of service may be 
a. credited to him with the same effect as if no annuity had previously been awarded 
to him.” : 

= Important features.—The 1946 amendments liberalized the disability provisions 


in four important respects: 


ain- (1) They introduced a new type of disability annuity payable to an employee 


, who is disabled for his regular occupation if he has a current connection with 
pos- « o ; 
d to the railroad industry and either is 60 years of age or has 20 years of service, 5 
the (2) The number of years of service required for eligibility for a totally dis~ 
its abled employee before age 60 was reduced from 30 to 10 years. 
(3) The reduction in the amount of disability annuity in the case of employees 
with less than 30 years of service was eliminated. 
ility (4) The new minimum annuity provisions of the law were extended to cover 
uire- annuities based on disability 
- are Occupational disability—Under the old law, the only type of disability recog- 
nized as a basis for awarding annuities was total and permanent disability for 
e to: regular employment for hire. Regulations of the Board defined this type of 
and disability more precisely as one in which (a) the physical or mental condition 
work of the individual was such that he was unable to perform regularly, in the usual 
rvice and customary manner, the substantial duties of any regular employment with 
on of any employer whether or not subject to the act, and (0b) it was reasonably clear 
rmin- on the basis of medical evidence that the condition was permanent. 
oyees In applying this definition the Board found it necessary to deny more than 
oard, 15 percent of the claims made for disability annuities. Moreover, many thou- 
prac- sauds of disabled workers did not file because they felt they did not meet the 
oyers. requirements. The relatively high levels of physical and mental health neces- 
gular sarily required by the railroads frequently resulted in the displacement from 
ibility service of workers who were no longer physically able to carry on their regular 
dards occupations. Such workers were not always totally and permanently disabled 
ployer, within the meaning of the act, since they may have been able to do other 
in his work in which the physical requirements are less exacting. Many of them, 
: and, however, had been following a single occupation for many years, and usually 
idards could not take other jobs for which they might have qualified without suffering 
arable a serious loss of earnings. In many cases, because of their age or physical 
Board handicap, they were unable to obtain any other work, even when labor-market 
in his conditions were favorable. Therefore, large numbers of such disabled workers 
ly pre had no choice but to wait until they reached their sixty-fifth birthday when they 
perma- became eligible for age retirement annuities, or, if they had 30 years of service, 
of this until their sixtieth birthday when they became eligible for annuities on a 
apation reduced basis. 
ulendar These persons were greatly benefited by the new provision for occupational 
the last disability. Under this provision, a railroad worker qualified if he was per- 
h years mantly disabled only for his regular occupation. For the purposes of this 
yes that provision, an employee’s regular occupation is taken as the railroad occupation 
another in which he was engaged in the greatest number of calendar months during 
earned the last five calendar years (not necessarily consecutive) before his annuity 
tion ; oF beginning date in each of which he performed some railroad service for pay. 
ch that If, however, the regular occupation determined on this basis is not satisfactory 
mpleted to the employee, he may claim as his regular occupation the one he had in 
at least one-half of all the calendar months in which he was in covered 
d by the employment during the last 15 consecutive calendar years before the one in 
tinnance Which his annuity begins. 
ment of Occupational standards.—The Board, in cooperation with employer and em- 
ual fails Ployee organizations, was required to set up standards describing the physical 
the con- aid mental conditions which permanently disqualify employees for work in 
ht to an ‘arious occupations of the railroad industry. An employee is considered dis- 
m to the ibled for work in his regular occupation if he was disqualified by his employer 
ynuity [0 iccording to the standards for that occupation. If no standards for the oc- 
vee in Te Cupation have been set up, the established standards of a reasonably comparable 
no longer ‘cupation in the industry are used. If he was not disqualified by his employers, 
upon the or if he was discharged because of disability from an occupation which was 
ployee, 1 hot his regular occupation, the Board itself makes the determination. However, 
vr in sell the Board has no authority over the employment rights of any employee, nor may 
leone tl ae require an employer to disqualify or not to disqualify an employee, 
yvee She » abide b 


a y any of the standards which may be established. If an employer 


if-employ- Soses not to disqualify an employee who should be disqualified according to 
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the established standard, the Board may not require the dismissal of tha: 
employee, but will award him an annuity if he elects to stop working of }j 
own accord. 

Current connection.—Besides meeting the test of disability for his reguja; 
occupation, an employee must have a “current connection with the railroad 
industry” on the annuity beginning date to be eligible for an occupational dis 
ability annuity. 

An employee has a current connection with the railroad industry on th, 
annuity beginning date if he was in railroad service in at least 12 calendar months 
in any period of 30 consecutive calendar months before the month in which th 
annuity begins. If the 30-month period does not immediately precede the mont! 
in which the annuity begins, then the employee must show that he had no regular 
nonrailroad employment in the intervening months. The purpose of this qual 
fication is to contine annuities of this type to employees who had maintained 
their attachment to the industry. If an employee loses his job through his 
failure to meet physical requirements, he will retain his current connectio: 
as long as he does not perform regular work outside the industry. 

Service requirements for total disability —In order to qualify for a full annuit; 
under the 1937 law, an employee not only had to be totally and permanently 
disabled, but, if he was under 60 years of age, needed 30 years of service. Oth: 
wise, he had to wait until his sixtieth birthday when a reduced annuity could 
become payable. As a result, large numbers of employees were left without an) 
protection at the very time when their need for income was the greatest. Sine 
the mortality rates among disabled workers are very high, many died befor 
their sixtieth birthday, and the only benefit paid was in the form of a lump-sun 
death benetit to their survivors equal to 4 percent of their aggregate creditabl 
compensation after 1936—in effect, little more than a refund of their contri! 
tions to the retirement system. 

Such workers were greatly benefited by the amended disability retirement 
provision which reduced the service requirement from 30 to 10 years for em 
ployees who become totally and permanently disabled before their sixtiet 
birthday. Thus, additional thousands of totally disabled workers qualified for 
immediate annuities of this type. Since a current connection is not a require 
ment for eligibility for annuities based on total and permanent disability 
workers who left the railroad industry did not lose their rights to these annuities 
if they became incapacitated later. 

Amount of annuities —The amendments made no change in the basic formula 
for computing the monthly amount of retirement annuities. However, tw 
provisions in the amendments had the effect of increasing the amount of annuit; 
awards to many disabled workers. Under the first provision, disability annuities 
based on less than 30 years of service were no longer subject to reduction because 
of retirement before age 65. In the second provision, the new and higher 
minimum annuity scales were extended to cover all types of annuities awarded 

Under the old law, individuals awarded disability annuities on the basis of 
less than 30 years of service had their annuities reduced by one one-hundred-and 
eightieth for each month that they were under 65 years of age on the date their 
annuity began. Since such annuities were payable only if the individuals 
had attained their sixtieth birthday, the reduction amounted to as much as 
one-third of the monthly annuity computed on the basis of the regular formula 
In the amendments, this reduction was eliminated, so that with minor excep- 
tions all ee annuities are equal to the full amount computed on the 
basis of the years of servive and the monthly compensation credited. 

Formerly, in order to qualify for a minimum annuity, a worker had to hav 
20 years of service, and had to be in an “employee” status on his sixty-fift 
birthday. The latter requirement automatically confined the applicability 
the minimum annuity provision to individuals retiring after they attai ned ag 
65. <A disability annuity already in effect could not be increased at age 6o under 
this provision. 

The new law not only provided a new and higher scale of minimum annult 
but also substituted a new set of qualifications for such annuities. To qua a) 
for a minimum annuity, an employee was required to have at least 5 years ” 
service and a current connection with the railroad industry on the annuity 
beginning date. Since the latter was also a requirement for eligibilly 10 
annuities to be awarded under the new occupational disability provisions, 4 
such annuities, if based on at least 5 years of service, were covered by the te" 
minimum scales. Under the new scale, the annuity was equal to the least 
the following three amounts: (1) $50, (2) $3 multiplied by the years of service 
(3) the monthly compensation on which the annuity is based. 
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Disability annuities, as before, were ordinarily payable for life. Under both the 
old and new laws, however, the annuitant was required to submit proof of the 
continuance of his disability (under the standards applied in the rating of 
disability which was made in his case) as the Board may prescribe and until 
he reaches his sixty-fifth birthday. The annuity ceased on the last day of the 
month in which the annuitant recovers from his disability. Under the old law, 
performance of gainful work on the part of a disability annuitant did not neces- 
sarily constitute evidence of recovery. Each such case was considered on its 
merits to determine whether the employee’s ability to work was compatible 
with the disability rating. This provision remained in effect under the new 
law. An additional provision was introduced under which a disability annuitant 
who, before his sixty-fifth birthday, earns in service for hire, or in self-employ- 
ment, more than $75 in each of any six consecutive calendar months is presumed 
to have “recovered from disability” in the last of the 6 months, without regard 
to his actual physical condition. The termination of an annuity because of 
ecovery from disability does not, however, prejudice the employee’s rights to 
iny other annuity for which he qualifies at some future date, nor will he be 
equired to refund any amounts he has already received. 


)8 amendments 


In accordance with the amendments of June 1948, disability annuities as 
well as age annuities were increased by 20 percent. The increase was accom- 
plished by changing the formula for computing the amount of an annuity. Un- 
ler the formula in effect before the 1948 amendments, the amount of the an- 

lity was obtained by multiplying the number of years of service by the sum 

f the following percentages of the employee’s monthly compensation: 2 per- 
cent of the first $50, 144 percent of the next $100, 1 percent of the next $150. 
Effective July 1, 1948, the percentages were raised to: 2.4 percent of the first 
$0, 1.8 percent of the next $100, and 1.2 percent of the next $150. The method 
of computing minimum annuities was changed to provide an amount equal to 


the least of: $60, $3.60 multiplied by the years of service, and the monthly 
ompensation, 





14 


92 


me, 


1951 amendments 


The amendments of October 30, 1951, had a number of important effects on 
the disability provisions of the act. The 10-year service requirements eliminated 
from eligibility those employees who were totally or occupationally disabled, 
lad reached the age of 60, and had less than 10 years of service. In January- 
November 1951, more than 500 annuities were awarded to disabled employees 

‘ho had less than 10 years of service; they made up about 6 percent of the 
/,100 disability annuities awarded in that period. 

In other respects, the effect of the 1951 amendments was to increase the 
mounts of benefits paid to disability annuitants. The increase of 15 percent 
i the basic formula for the computation of an annuity, the introduction of the 
wife's benefit, and the new minimum provisions, all serve to increase the amounts 
payable to disability as well as age annuitants. The provision for a wife’s bene- 
fit and the new minimum provision are applicable only after the disabled annui- 
tant has reached age 65. In some cases, these increases are offset by the restric- 
tion on dual benefits; however, totally disabled employees are far less likely 
than other annuitants to obtain employment covered by the Social Security 
Act. In addition, disabled employees who are receiving reduced annuities be- 
‘ause Of joint-and-survivor elections receive full annuities after the death of 
the wife, or upon their election not to continue on a joint-and-survivor basis. 


LAA 


CHAPTER 8 


LIBERALIZATION OF THE ELIGIBILITY REQUIREMENTS 
AND BENEFITS OF THE RAILROAD RETIREMENT 
SYSTEM 


SUMMARY 


The chapter begins with a section on basic considerations to be 
taken into account before making changes. These include financial 
status of the system, increases in living costs, the financial status of 
beneficiaries, relationships between types of benefits, and financial 
considerations. 

The chapter then discusses the cost estimates of proposals fo 
eralizing eligibility requirements and benefits paid by the system. 
This is followed by a discussion of proposals made since the enact- 
ment of the 1951 amendments, such as elimination of the dual-benefit 
restriction, provision for earlier retirement, calculation of benefits 
on a more favorable basis, lowering age requirements for derivative 
benefits, higher minimums and better disability annuities. 

The chapter closes with a discussion of replies to a questionnaire 
sent out by the committee to interested private groups and public 


) Sh 


agencies concerning proposals for liberalizing (and financing) the 
system. 


I. BASIC CONSIDERATIONS 


Several basic considerations must be taken into account by the 
Congress with respect to any liberalization of the benefits or eligi- 
bility requirements in the railroad retirement system. A _ brief 
discussion of some of these considerations is set forth here to enable 
a fuller understanding of the increases most urgently needed when 
further benefits can be afforded. 


Status of the Railroad Retirement Account 

A basic consideration to be taken into account with respect to lib- 
eralizing the eligibility requirements and benefits of any retirement 
system is the financial status of the system. The status of the Rail- 
road Retirement Account has been discussed in detail in chapter 4, and 
additional consideration is given to this topic later in this chapter. 


Increases in the cost of living 

Increases in the cost of living have traditionally been an important 
factor in judging the merits of proposed increases in benefits of social 
insurance programs. The retired railroad worker, living on a fixed 
income which does not rise with wages, finds his purchasing power 
dwindling as prices continue to rise. 

The average amounts of railroad retirement annuity Pp 
employees retiring in each year, or to retired employees on 
at the end of each year, have been increasing more or less regular! 
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over the period 1937-51. The increases, however, at least since 1941, 
have not ed pace with the changes in the cost of living as measured 
by the Consumers’ Price Index of the Bureau of Labor Statistics. 
Kull-age and disability annuities payable at the end of 1951 averaged 
$3.69 and $3.57, respectively, for each year of service credited to them. 
These averages represent increases of 55 percent and 45 percent, re- 
spectively, over the corresponding figures for 1937. Over the same 
period, the Consumers’ Price Index rose from 103 to 186, an increase 
of Sl percent. The addition of the wives’ benefits in 1951 helped 
this situation so that full-age and disability annuities, when com- 
bined with the wives’ benefits, increased 80 percent and 53 percent, 
respectively. 

Data on average railroad retirement annuities per year of service 
credited are presented in table 1 for age and disability annuities pay- 
able at the end of each year 1937-51. The averages for annuities 
payable at the end of 1951 are shown alternatively for employees alone 
and for employees and wives combined. Table 1 also shows for each 
year the index of each annuity average, with 1937 taken as the base 
year, and also the Consumers’ Price Index, which, for comparability 
with the indexes of average annuities, has been adjusted to the same 
hase. 


Taste 1.—Railroad retirement: Comparison of Consumers’ Price Index with 
index of average annuity per year of service credited, for full-age and disability 
annuities payable at end of each year 1937-51 


| 
Consumers’ Price | Average annuity per year of service for annuities 























Index ! payable at end of year 
Year F : Full age Disability 
Actua . 
. Adjusted - ne 
—. (1937 =100) Index Index 

Average | (1937=100)| A¥er@e | (1937=100) 

i. i Ee 102.7 100.0 | $2, 38 | 100. 0 $2.47 100.0 
18 be 100. 8 98.1 2.41 | 101.3 2.45 99. 2 
1939 99.4 96.8 2.43 102. 1 2. 44 98.8 
Ot... .... nscale eeies 100. 2 97.6 2.45 102. 9 2. 43 98. 4 
Dk. cuales ee eee 105. 2 102. 4 2. 46 103. 4 2.42 | 98. 0 
102... ; sel 116.6 113. 5 | 2.47 | 103. 8 2. 42 | 98.0 
TR canis - on ncinan banned 123.7 | 120.4 | 2. 49 | 104. 6 | 2.42 | 98. 0 
MMi) Te Ade eee 125.7 | 122. 4 2.51 | 105. 5 | 2. 42 | 98. 0 
__ ERR OE 128.6 125. 2 2. 53 | 106. 3 | 2.43 | 98.4 
1M6 batted 139. 5 135.8 2. 55 | 107.1 | 2.41 97.6 
icin tru «awa 159. 6 155.4 2. 67 112.2 | 2. 60 | 105.3 
IR 5 171.9 167.4 3. 20 | 134. 5 | 3.12 126.3 
MR 170. 2 | 165.7 | 3.19 | 134. 0 3.11 125.9 
. gaorvinsonatn 171.9 | 167.4 3.19 | 134. 0 3.12 126.3 

Ml, employee only.........-. | | | 3. 69 | 155. 0 3. 57 144. 5 
i extployco and wile, Mtaaar-l} 185.6 | 180.7 { 4. 29 | 180.3 3.78 153.0 











i 0 ; Department of Labor, Bureau of Labor Statistics, Index for Moderate Income Families in Large 
es, Revised Series. 

erage annuity per year of service computed by dividing aggregate annuities by aggregate years 

service credited; figures, therefore, are not quite the same as averages of individual amounts of annuity 

et year of service, which cannot be computed from available data. Averages for annuitites payable at 

. each year represent ail awards less all terminations on an accrual basis, and reflect all changes to that 


hot 
iste, 





The average annuity per year of service credited has been selected 
‘0 measure the changes in the unit amounts of annuity paid over the 
years, because it is the only available measure of such changes which 
Stelatively free from bias. Separated series of such averages for 
inuities based on, say, 10-14 years of service, 15-19 years, etc., 
vould perhaps yield a more ideal measure but are not available. The 
‘erage annuity per employee, although available, cannot be used 
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because it is influenced heavily by the changes in the distribut 

the number of years of service on which the annuity is based. 
proportion of employees retiring before 1947 on the basis of 30. 

of service was much greater than for later retirements. Thi S 
sulted mainly from the liberalized provisions of the 1946 amendme: 
affecting the length of service needed for eligibility for disab lity 
annuities and for minimum annuities. In addition, after 1946 then 
was a substantial increase in the proportion of age retirements based 
on relatively short service. Such retirements were largely of the 
deferred type; that is, they related to employees who had left t! 
dustry some time before reaching retirement age. The number of 
such employees was relatively large because of heavy turn-ovei 
industry, particularly during the war years 1942-46. 

Changes in the length of service indirectly affect the ay 
monthly compensation, the second factor entering into the com) 
tion of the annuity. Under the seniority system in effect in the 
try, the higher-paid jobs are generally held by employees with gv 
seniority. Average compensation has tended to be much greater, 
for example, for annuities based on 30 years of service than for t] 
based on shorter periods, all the more so since employees with 30 ye: 
of credited service generally had considerably more actual] 
for which they could receive no additional credit. Offsetting the et 
of long service, however, is the fact that well over one-third of t 
annuities based on less than 30 years of service for employees retiring 
after 1946 were computed under the minimum annuity provisions; t] 
amounts of these minimum annuities were, in all cases, higher 
year of service than if the regular formula had been applied 
service and compensation. 

The average annuity per year of service was computed by dividing 
the ageregate monthly amount of annuity by the aggregate number 
of years of service credited. The aver age used is thus the average 
annuity divided by the average length of service, rather than the 
average of the individual amounts of annuity each divided by the 
individual length of service which cannot be computed from the data 
available. The basic results would not be materially different if the 
latter average had been used. The averages for annuities payable at 
the end of each year reflect changes resulting from all amendments 
up to each date. The important provisions of the amendments af 
fecting the amount of annuity payable per year of service were as 
re 

. The 1946 amendments provided a higher scale of minimum an- 
salen liberalized the conditions under which the minimum could be 
paid, eliminated the reduction in certain disability annuities because 
of retirement before age 65 on less than 30 years of service, and 
changed ‘he basis for crediting service before 1937. 

2. The 1948 amendments provided a 20-percent increase in virtually 
all retirement annuities. 

3. The 1951 amendments provided a 15-percent increase in the s rales 
of both regular and minimum annuities, provided for annuities to 
wives of retired employees, allowed credit for service after age 
(which in most cases resulted in a higher annuity per year of service), 
and introduced the social-security-minimum guaranty. On the other 
hand, they limited the amount of annuity to employees who were 
simultaneously entitled to social security old-age benefits. 








mber 
rage 
1 the 
y the 
data 
f the 
ble at 
nents 
ts af- 
re as 


m an- 
ld be 
CAUSE 
. and 


tually 


scales 
ies to 
ore 65 
vice), 
other 
» were 





RETIREMENT POLICIES AND RAILROAD RETIREMENT SYSTEM 517 


Apart from the increases in the average annuity per year of service 
credited resulting from these amendments, there was a small steady 
increase resulting from changes in rates of pay in the industry. Rail- 
road employees received about seven general increases in pay rates 
over the period 1937-51. ‘Therefore, employees retiring in successive 
years had, on the average, higher earnings for their service after 
1936. For retirements in the period 1937-41, the average monthly 
earnings for such service was smaller thari the average for the base 
eriod 1924-31, which, under the procedure for computing amounts 
ff annuities, was taken as the average for all service before 1937, 
However, for employees retiring in that period, the service after 1936 
ormed a relatively small proportion of all service credited, so that 
the lower earnings for such service had little effect on the over-all 
erage of monthly earnings from which the annuity was computed. 

Beginning with retirements in 1942, the cumulative wage increases 
ip to that year brought the average earnings for service after 1936 
ibove the average applicable to prior service. At the same time, these 
iter retirements involved employees who had relatively more service 
ifter 1936. Consequently, the higher average earnings for service 
after 1936 had an increasingly greater weight in the computation of 
the over-all average monthly compensation on which annuities were 
based under the regular formula. However, for practically all retire- 

nents to date, service after 1936 represented much less than one-half 
of all service credited towards annuities. For that reason, increase’ 

i the over-all monthly compensation came about very slowly. More- 
over, because of the bent nature of the annuity formula, these in- 
creases did not give rise to comparable changes in the regular annuity 
factor (the amount of annuity payable per year of serv ice). 

The above discussion provides a measure of the increases in the 
evel of benefits to employees already retired. Another approach to a 

study of the changing value of benefits is to consider the overall pro- 

fstion available to new employees and their survivors at various 
(ates under the prevailing statutory provisions. For this purpose, to 
onsider the matter in its ‘simplest terms, an actuarial calculation was 
ade to determine the value (as of the date of entry) of all future re- 
tirement and survivor er laa benefits to a typical new employee 
who first enters railroad service at the age of 28. The residual pay- 
ent was not included, since it is an incidental rather than a basic 
form of benefit. To make the figures strictly comparable, all caleula- 
tions were based on the assumptions of the fifth actuarial valuation 
of the railroad retirement system, including the salary scales used in 
that valuation. For the same reason of “comparability, a 10-year 
‘ervice requirement was kept throughout. On this basis, the increas- 
ing protection afforded by the Railroad Retirement Act can be sum- 
marized as in the table below : 


Adjusted Relative 
Act as amended in Consumers’ | _ value of 
Price Index | protection ! 


i ; 100 100 
+ J ‘ 136 145 
~ ‘ 167 | 169 


181 219 


W 


thout considering the residual benefit. 
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The index numbers for the value of protection make no allowance 
for the rise in wage levels between 1937 and the end of 1951. Had 
such increase in wages been considered, the index numbers for the 
relative value of the protection available in 1946, 1948, and 1951 would 
have been higher. 

Comparison of the trends in benefits with changes in the cost of liy- 
ing can be summarized as follows: 

(1) Employee annuities have not kept pace with increases in the 
cost of living. 

(2) Average benefits for annuitants with eligible spouses, 
spouses’ annuities are included have kept pace with cost of living 

(3) The value of the overall protection provided by the railroad 
retirement system (which would include benefits to spouses and sw 
vivors and liberalization of eligibility requirements) has increased 
more than the cost of living. However, tax rates have increased eve: 
more rapidly. 

The financial status of beneficiaries 

Closely alined to, and in some respects the result of, the increases in 
the cost of living is the financial status of the beneficiaries. No ade- 
quate data are available fully describing the economic circumstances 
of railroad retirement annuitants, pensioners, and survivors. A com- 
prehensive survey of the beneficiaries of the old-age and survivors 
insurance system of social security has recently been completed, and its 
findings are partially included in part 2 of this report. However, 
because of the difference in retirement benefit levels between the two 
systems, this survey is not adequate for our purposes here. However, 
part 2 does contain general information on the economic problems 
of all persons aged 65 and over, and thus may be at least partially 
indicative of the financial status of railroad retirement beneficiaries. 

Of particular assistance in this regard is table 9 in chapter 3 of 
part 2 of this report, which shows the cost of an elderly couple’s 
total budget in 84 American cities at October 1950 price levels. ‘This 
budget is intended to represent a modest but adequate spending 
schedule or statement of financial needs for a retired husband and 
wife approximately 65 years old, who maintain their own two- or 
three-room rented dwelling and participate normally in community 
life. Such a budget is therein estimated to cost from $1,602 to $1,908 
in large cities at October 1950 price levels. Since that time, as is well 
known and partially demonstrated by the previous table containing 
the consumer’s price index, the cost of living has sharply risen during 
the Korean conflict and such a budget would be inadequate at the 
present time. It is thus important to compare these figures with the 
distribution of benefit amounts paid to a railroad retirement annuitant 
and his spouse as shown in the attached table 2. 

Table 10, chapter 3 of part 2 shows similar budgets for a retired 
single man or woman. Housing costs are not included in this table, 
but a comparison of the cost of room and board for a single working 
woman with the rent and maintenance cost for the elderly couple and 
the food cost for a single elderly man or woman, demonstrates that 
the housing cost for the single aged person is not substantially lower 
than for the elderly couple. The total budget for an older, retired 
single man or woman in similar circumstances as the elderly couple 
would thus appear to be in the general neighborhood of $1,500 at 1% 
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price levels. This figure should be compared with the distribution of 


retirement and disability benefit amounts as shown in table 2. 


Taste 2.—Retirement annuities awarded in January—June 1952, by type of 
annuity and by monthly amount 


Age annuities Age annuities 
(excluding payments (including payments Disability annuities 
Monthly amount } to spouse) to spouse) 


| | 
Number | Percent | Number | Percent | Number | Percent 





| | 
| 





tal lentthveneessacwesnepsesc]” une 100.0 | 11,348 100.0 | 4,746 100. 0 
i Re Re ee a a ee 
| 
nthly amount_..............- $111.07 $124.59 $100.26 
| | } | 
t $50 “iat sans. Leni Cea 435 | 3.8 425 | ve 186 | 3.9 
€5) to $59.99 ; oe 183 | 1.6 | 163 | 1.4 136 2.9 
$i) to $69.99 ; abi SR 705 | 6.2 | 585 | 5.2 | 660 | 13.9 
70 to $79.99 a 572 | 5.0 | 422 3.7 345 | 7.3 
9 e s32- 23. 741 | 6.5 | 591 | 5.2 357 | 7.5 
$00 to $90.99 Ae, Andee and den | 796 7.0 | 636 | 5.6 443 9.3 
i) al 1, 325 11.7 4 1, 085 9. ¢ 587 12.4 
1.99 ia (4 15.0} 1,144 10.1 717 16.4 
| 199 eae 1,7 15.4 | 1, 179 10. 4 652 13.7 
1,09 ae, 1, 33 11.8 | 987 | 8.7 356 7.5 
§ 19.99 ac &.0 854 7.5 164 3.5 
‘ 0 ; 5.2 999 8.8 63 1.3 
g 1.99 2.7 858 7.6 | 20 0.4 
1.99 570 5.0 = 
; 9 440 3.9 | bas 
$1M 199 7 250 | 2.2 Se 
200 0 copocgtite: 160 1, 4 }..-.--..--|------e-00 








Nore.—Data on spouses’ annuities based on a 10-percent sample. Since disability annuities are awarded 
nly t ployees under age 65, none of the awards include payments to spouses. 


Railroad Retirement Board. 


To be considered with these facts are the general findings of the 
committee with respect to aged persons in our population. Despite 
their growing number and proportion, such persons must spend an 
increasing number of years of their later life in near-idleness. In 
addition to their annuity or survivor’s benefit, such elderly persons 
generally have few, if any, other sources of income; their total money 
income is low, though often supplemented by payments in kind, own- 
eship of assets or other means of support. Aged widows in particular 
are frequently without known means of adequate income, on the whole. 
Such older persons have an additional financial drain in increased 
medical care, although their financial needs in other respects are gener- 
ally less, Once retired or unemployed it is difficult for older workers 
on the whole to secure employment, but their low income frequently 
leaves them dissatisfied with a retired status. 

It should be emphasized that these are at best generalizations 
drawn from Nation-wide statistics, and are not necessarily applicable 
to railroad annuitants, whose financial status is obviously somewhat 
better than those for the Nation as a whole. Nevertheless, such find- 
Ings are ms in determining retirement policies and benefits in 
general, including those relating to railroad workers only. Such data 
must suffice until a more comprehensive survey of railroad beneficiaries 
lsundertaken. 
enever a retirement system’s benefits are deemed to be insuffi- 
to enable the recipient to maintain an adequate standard of living 
retirement, consideration must be given to the consequences or alter- 


cient 





520 RETIREMENT POLICIES AND RAILROAD RETIREMENT SYSTEM 


natives open to the beneficiary. Certainly one such alternative is t 
seek relief from the public assistance program, briefly mentioned i: 
part 2. This program, based on need, is financed entirely from 
mublic funds without regard to principles of insurance or contr 
yutions by the individual. The existence of an adequate public-assist- 
ance program has come to be generally accepted in this country ; but 
not to the extent that such a program should ever receive preference 
over the social insurance programs of social security, railroad retire 
ment, etc. Consequently, it can be maintained that the Congress 
should maintain benefit levels at an adequate standard to prevent the 
unnecessary increase in the assistance rolls which results from ¢t] 
inability of aged persons to support themselves properly from their 
retirement benefits. 

In those cases in which the decision is within the control of the 
individual worker, railroad employees may decline to retire for health, 
accidents, or other disability reasons, even though such retirement 
might appear to be in their own best interests. Considerable discus- 
sion is given in part 2 of this report to the fact that old persons 
generally prefer not to retire and do so only when it becomes a neces 
sity. It is in the public interest that unnecessary retirements, wh 
deprive the economy of the added value of full employment of labo 
resources, be kept at a minimum, but few would advocate inadequate 
retirement benefits as a means of keeping workers employed. Suc! 
policy could result in workers remaining employed when their health 
or physical condition demanded otherwise. 

Re lationships between types of bene fits 

Consideration must also be given to the desirability of maintaining 
a uniform or consistent relationship between the different types of 
benefits provided by the act. 

Pensioners and annuitants.—Consideration must be given to thi 
maintenance of a proper relationship between annuities—paid t 
workers under the formula of the act on the basis of their earnings 
and service—and pensions—paid to those retired railroad employees 
still living who were on the private pension rolls assumed by the sys 
tem from the company pension plans. The rationale behind the policy 
of the 1937 act in taking over the payment of these private pensioners 
has already been discussed. Since that time, Congress has generally 
given simultaneous consideration to both annuities and pensions 
applying percentage increases in retiremunt benefits. Certainly, 1! 
terms of the retired worker’s need caused by increases in cost of living 
and the importance of maintaining adequate living standards, suc! 
pensioners have equal justification for such increases. 

Survivors and annuitants—Attention must be paid to the balance 
relationships between retirement and survivor benefits. In a well- 
formulated social insurance program, survivor benefits will not 
permitted to lag too far behind retirement benefits. The 1951 amend- 
ments gave larger percentage increases in payments to survivors thar 
was given to retired workers, but not as large as had been requested. 
Any future apportionment of funds is certain to take survivors into 
consideration. The importance of survivor benefits is shown by table 
3, indicating the survivors left by a worker upon his death. 

It should be added, however, that many persons, especially repre 
sentatives of the operating railroad unions, feel that first consider 
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tion should be given to the retired worker himself if the financial 
conditions should be such as to permit a liberalization of benefits. In 
view of the need of survivors, however, survivor benefits should be 


kept at least as high as those paid under the social security system. 
This is presently the case. 


raBLE 3.—F'amily composition of insured railroad employees who died in 
1949-50 *—Marital and parental status 


Percent married Percent single 3 





Age of employee ? Widows Widows 
Total under 65 under 65 | Widows 65 Potal With chil- 
. with chil- no chil- or over ' dren 
dren dren 
Under 2 30.7 21.3 9.4 69.3 1.3 
Ie... coscvseunibhnahade 59.5 45.6  tubza seas 40.5 3.3 
to 34 68.7 56.5 12.2 31.3 6.7 
to 39 69.8 50.9 18.9 30. 2 6.5 
Oto &.. . . cénedscdecediomenh 69.7 44.4 25.3 30.3 5.9 
to 49 72.8 33.9 38.8 0.1 27.2 4.3 
[EE.. .. . cnidccnedinnetesate 77.0 24.9 51.7 4 23.0 2.3 
— EE en 78.3 15.2 61.3 1.8 | 21.7 1.5 
Bie Gh. . .....dschbasoueeauabec ve. 2 7.4 62.4 7.3 22.9 bad 
6y 74.5 3.5 43.5 27.5 25. 5 .4 
74 68.5 1.4 22. 5 44.6 31.5 2 
a cr clearer tient 59. 2 8 11.6 46.8 40.8 ai 
%) to 84 49.1 5 5.2 43.4 50.9 a 
s i over devel 34. 6 2 2.7 31.7 65.4 - 


Based on initial survivor insurance awards through June 30, 1952, with respect to employees who died 


49-50 
‘ Age last birthday at time of death. 
Includes divorced and widowed, 


Source: Railroad Retirement Board. 


High-income and low-income annuitants.—Current provisions favor 
the low-earnings group of employees in three ways: (a) In calculating 
unnuities greater weight is accorded to the first $50 of average monthly 
compensation, and also to the next $100, than is given to the re- 
mainder of total average monthly compensation (up to a maximum 
0f $300) ; (6) special minimum provisions increase many low-earnings 
uinuitants even more; and (¢) maximum provisions hold down the 
unuities paid to some high-earnings and long-service annuitants. 

Justification for present weighting in favor of low- earnings an- 
nuitants rests on two factors: (1) W ‘ithout it, many annuities would 
be so low that they could not begin to represent retirement protec- 
tion; and (2) high-earnings groups usually get back in benefits far 
more than they have contributed and, at the ver y Jeast, their survivors 
will get back everything contributed plus an allowance for interest. 

lisability and age annuitants.—Theoretically, there is no distine- 
tion between annuities awarded disability annuitants and age an- 
iuitants—both are based on years of service and average monthly 

‘ompensation, and are subject to the same minimum and maximum 
annuity provisions. 

However, disability may occur at a much earlier age than normal 
ttirement, when a person is more likely to have a family to sup- 
port. Furthermore, he normally does not have the opportunity to 
teerue as much service as the age annuitant, and, since years of serv- 
ce are a factor in calculating annuities, he is likely to get much less 
than the age annuitant. 
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Special minimum provisions often help make disability annuities 
higher than they otherwise would be. But the disability annuitant, 
whose average age at retirement is much lower (by approximately 10) 
years) than “the age annuitant, is consequently more likely to have 
dependents and thus be in need of an annuity even higher than the 
age annuitant. Moreover, the disability annuitant is ‘less likely to 
have an eligible spouse than the age annuitant because of the age 
requirement. 

When can benefits be liberalized 

Here again is a subject open to much dispute. Professional actuaries 
tend to regard their cost and revenue estimates as the basis for ceter- 
mining the « capacity of a pension system to pay better benefits. Thus, 
they would tend to frown on benefit increases when actuarial cor \pu 
tations indicate a level-cost deficit on the system. Their estimates are 
generally the best that can be devised. The safety of a federally 
administered retirement system, such as the railroad system, must be 
jealously guarded. Reserves must be built up in order to protect the 
younger workers who will retire 30, 40, or 50 years in the future. 
The degree to which a level-cost deficit can be permitted without 
endangering the system is a matter of policy judgment. 


II. COSTS OF PROPOSALS FOR MORE FAVORABLE PROVISIONS 


Since the railroad retirement system is meant to be self-support 
ing, the financial implications of the various proposed amendment 
acquire a particular significance. Very seldom have any proposals 
for liberalizations been accompanied by provisions for additional 
revenues or for reductions in other benefits. It may be inferred that 
in most instances the proposals have been formul: uted on the assi 
tion that the present financial condition of the railroad retireme 
system is so good that further liberalizations can be introduced with- 
out impairing solvency. What was often relied upon is the relatively 
large balance in the Railroad Retirement Account which is now in the 
neighborhood of $3 billion and also the fact that current tax colle 
tions exceed current benefit disbursements. Often the balance lias 
been referred to as a surplus instead of being viewed as a planned 
reserve which is necessary in order to avoid substantial tax increases 
in future years when benefit disbursements will steadily exceed 1 
enues. The adequacy of the present tax rates to finance the present 
benefit structure has been discussed in chapter 4. The cmannilien 
feels that, regardless of the desirability and merit of certain proposed 
emnenements, their adoption or rejection must be guided by the ge! 

rally accepted ceiaciele that the solvency of the railroad retirement 
mes cannot be jeopardized. 

Costs for specified proposed amendments are shown in terms of 
additional annual cane It is understood, of course, that the cost 
figures are to be construed as actuarial equivalents over the lifetime 
of the system, not as an indication of what the actual additional cost 
will be immediately after introducing a certain change in the benelit 
provisions. In most instances the immediate additional cost is de- 
cidedly lower than the ultimate additional outlay which will come 
into being after the amendment had been permitted to operate for 
reasonably long time. 
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Another point which must be kept in mind in connection with 
costs quoted for proposed amendments is that a combination of 
several amendments usually results in a total additional cost which 
is higher than the arithmetic sum of the individual cost for each 
amendment separately. Why it is so can be illustrated by the fol- 
lowing hypothetical example. Consider a multiple amendment which 
would permit normal retirement on full annuities at age 60 and would 
at the same time increase all age annuities by, say, 10 percent. Assume 
that the gross cost of age annuities under the present law before 
considering the effect of the financial interchange with social security 
is 8.0 percent of any payroll and that the lowering of the normal 
retirement age from 65 to 60 would add another 2.0 percent, making 
a total of 10.0 percent of payroll. When a 10-percent increase is ap- 
plied to age annuities which are already costing 10.0 percent of payroll, 
we have an addition of another 1.00 percent, resulting in a total of 
11.00 percent. When this multiple amendment is broken down into 
its components and these are treated independently, we have the 
following situation : 

(1) Optional retirement on full annuities at age 60 regardless of 
service adds 2.0 percent of payroll or about $100 million annually to 
the cost. 

(2) Increasing all age annuities by 10 percent without changing 
the eligibility conditions add 10 percent of 8.0 (the cost of age annui- 
ties under the present law) or 0.80 percent of payroll ($40 million 
annually). Adding 2.0 and 0.80, we obtain 2.80 ($140 million an- 
nually), Whereas, as previously explained, the additional cost for the 
combination of the two amendments is 2.0 plus 1.0, or 3 percent of 
payroll ($150 million annually). 

This example illustrates why, in the case of an extensive amendment 
which involves a number of proposals dealing with changes in eligi- 
bility requirements and in amounts of benefits, the additional cost 
for the combination may be considerably in excess of the sum of the 
cost figures shown for each component amendment separately. 

The additional costs which will be shown in this discussion in terms 
of percentages of taxable payroll and level yearly amounts are related 
toa payroll assumption of $5 billion which, as stated before, is the 
size of the equivalent level taxable payroll that was assumed for 
purposes of the fifth actuarial valuation. 


Proposals for liberalization of benefits 


The proposals for amending the Railroad Retirement Act which 
have been submitted from time to time follow a definite pattern. The 
call for increasing the amount of benefits, liberalizing the eligibility 
conditions, or both. Proposals relating to work restrictions and 
the reduction for dual benefits are discussed elsewhere in this report. 
lhe proposals may be classified in two broad categories: (1) liberali- 


zation of benefit formulas and (2) liberalization of eligibility require- 
ments, 


Liberalization of benefit formulas.—Increases in amounts of benefit 
can be achieved in a number of different ways. The methods most 
frequently proposed are the following: 
asing retirement annuities on average earnings during a speci- 
vorable period, such as the highest 5 years. At present the 


fied fa 
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monthly compensation on which retirement annuities are based 
computed from earnings during the total period of service which is 
credited. This involves earnings after 1936 as well as average earn 
ings during 1924-81 which are applicable to service performed before 
1937. 

2. Introducing a flat percentage increase in the existing benefit 
formulas, a procedure which was followed in the 1948 and 1951 amend- 
ments to the Railroad Retirement Act. 

3. Providing a relatively high minimum benefit such as $75 or $10) 
per month regardless of the length of service. 

4. Changing the nature of the benefit formula itself, such as relating 
widows’ annuities to the retirement annuity to which the decease; 
employee was actually entitled at the time of his death or could hav 
been entitled had he been 65 years of age at that time. Another 
method of changing the retirement annuity formula is to introduce 
a higher percentage factor to a portion of the average monthly com 
pensation or to extend the applicability of the present higher factors 
to a larger portion of compensation. 

5. Removing the existing limitations on total amounts of creditable 
service. This applies, of course, to prior service which is now credit 
able only to the extent that the total of subsequent (after 1936) and 
prior (before 1937) service does not exceed 30 years. 

Liberalization of eligibility requirements—The introduction of 
more liberal eligibility requirements for benefits when considered by 
themselves would not increase the monthly amounts of benefits as such, 
but would enable railroad employees and their families to draw bene 
fits for a longer time, thus placing an additional drain on the system 
The changes in eligibility conditions which are most frequently men- 
tioned are the following: 

1. Lowering the normal retirement age for employees regardless of 
their length of service. 

2. Permitting retirement after a specified number of years of sery 
ice regardless of the employee’s age at that time. 

3. Lowering the age requirements only for employees with spe 
fied long periods of service. 

4. Lowering the service requirement for certain types of disabilit 
annuities. 

5. Lowering the age requirement for spouses’, widows’, widowers, 
and parents’ benefits. 

It would be impossible to enumerate in this report all proposals 
for amendments which have come up for discussion in the course of 
the last several years. The Joint Congressional Committee on Rail- 
road Retirement made a study of the various proposals which were 
brought to its attention or which were incorporated in bills introduced 
in Congress. In its selection of proposals to be included in the dis- 
cussion of cost implications, the committee was guided by the fre- 
quency with which a particular proposal had been mentioned and 
also with the extent of congressional attention the proposal had re- 
ceived in the recent past. It should be pointed out, however, that 
many of these proposals were made prior to the increases made by the 
1951 amendments. The costs of such proposals are included in table 4. 
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laste 4.—Cost of proposals to liberalize railroad retirement provisions 
A. LIBERALIZING BENEFIT AMOUNTS 


Additional level 
costs 


Proposal 
Amount 








Percent 
er year 
(millions) of payroll 
Increasing all benefits, that is retirement, survivors, and disability by 15 percent $105 2.10 
» Increasing all employee retirement annuities, pensions, and spouses’ benefits by 
25 percent —— - . 155 3.10 
Inc reasing survivor benefits alone by 25 percent 35 70 
4, Imposing a minimum on employee retirement benefits (before the prior service 
restriction) of $100 a month with no increase in annuities now in excess of $100 55 | 1.10 
5, C p uuting the monthly compensation for annuity purposes on the basis of ! 
nings during the employee’s 5 best years 163 1 1, 25 
( ‘oor iputing the monthly compensation on the basis of the employee’s highest 
5 consecutive years of earnings before he attained age 65 163 11. 25 
’. For prior service performed before 1937 change the present 1924-31 average earnings 
to the average earnings for the period after 1936 if more favorable to the employee 20 | . 40 
s. Widows’ annuities are to be no less than one-half of the annuity, if any, for which 
the employee was eligible at the time of his death or to which he could have been | 
eligible had he then been 65 years of age... -.........-...-.---------- 2 eee | 25 | 50 


1These estimates—as do all others—assume retention of the present ceiling of $300 on 
reditable monthly compensation ; if the ceiling is increased, the costs are then higher. 


B, LIBERALIZATION OF ELIGIBILITY REQUIREMENTS 





|, Provide full annuities for employees who retire after 30 years of service regardless 


OF OM... ccs ae dens dhl $175 3. 50 
2. Provide full annuities for employees retiring with at least 30 years of service pro- 
vided they have reached the age of 60 : 80 1. 60 
Provide full annuities for employees retiring at age 60, regardless of service, but re- 
taining the over-all 10-year service requirement | 100 2.00 
4 Lowering the service requirement for occupational] disability retirement before age | | 
60 from 20 years to 10 years_.__.- dl 5 | .10 
5. Providing widows’, widowers’, and parents’ annuities regardless of age | 43 | 85 
6. Lowering the age requirement for widows’ widowers’, and parents’ annuities from | | 
65 to 55 30 | 60 
1. Loweririg the age requirement for widows’, widowers’ , and parents’ annuities from | 
65 to 60 > dint daha ok dedi cpt ate botched wy 23 45 
& Lowering the age requirement for a spouse’ ’s annuity from 65 to 60. 20 . 40 
). Permitting a spouse, age 65, to receive benefits regardless of the age of the retired 
employee ‘ 1.5 
1). Permitting the payment of annuities to a spouse of a disab a annuitant under 65 
provided the spouse herself attained the age of 65 h ‘ A SP cieccéce 





C. LIBERALIZATION OF RESTRICTIONS ON BENEFITS 


. -_ | 
+ } . ase 2 | 
1, Elimination of reduction in the prior service portion of retirement annuities in 


cases of dual benefits from railroad retirement and social security... 2 $7.5 | 20. 015 
2. Modification of the dual benefit restriction so as to apply it omly in cases where | 





the annuitant is actually receiving an old-age benefit under social security 2.0 04 
3, Elimination of the disability work clause under which benefits are now denied if | 
the annuitant is less than 65 and earns more than $75 in each of 6 consecutive 
ES. — pace ae he tee occu 3.0 . 06 
4. Increasing the permissible earnings in each of 6 consecutive months for disability | 
annuitants under the age of 65 from $75 to $125 per month 3 } 1.5 03 
5, Permitting annuitants to continue working for their last nonrailroad employers 2.0 . 04 
§. Eliminating the work restriction on recipients of monthly survivors insurance 
benefits (earnings up to $75 a month are permitted)....._........._.___- os 10.0 . 20 


Pnnlsincitins | 





‘It is estimated that actual savings from this per ision will average $11 million a year during the first 10 

years, $15 million for the second 10 years, $9 million for the third 10 years, $3 million for the next 10 years, 

a steadily decreasing amounts thereafter until such savings vanish by about the year 2000. 

‘ ‘A change in the disability work clause which would stop benefits for each month during which the 

a under the age of 65 earns over $75 would result in a saving of $3.5 million a year. Even if the per- 

- : earnings are increased to $100 a month but the work-clause restriction is made to apply to single 
onths, there would still be a saving of $1.5 million a year 


3349453—pt. 136 
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Taste 4.—Cost of proposals to liberalize railroad retirement provisions—Cy, 
D. CERTAIN COMBINATIONS OF PROPOSALS 


Addit 
Proposal 4 
Amount 
per year 
(millions 
| 


To provide full retirement annuities after 30 years of service or at age 60; to re- 
duce the age requirement for spouses’, widows’, widowers’, and parents’ an- 
nuities from 65 to 60; to use for prior service the average earnings for the period 
after 1936 instead of the present base period 1924-31 whenever more favorable 
to the annuitant --_. | 

To base the average monthly compensation on the 5 consecutive years of highest | 
earnings ending w ith the year in which the employee attains age 65; to provide 
a minimum retirement annuity of $100; to reduce the age for widows’ insurance 
annuities from 65 to 55 | 

To credit all prior service without the limitation which permits the crediting of | 
prior service only to the extent that the total years of service do not exceed 30; 
to base the average compensation attributable to prior service on earnings after 
1936 - 








Nore.—All figures quoted represented probable rather than maximum additions to costs. 


Costs of $100 minimum monthly annuity 

The committee also secured cost estimates of a $100 minimum 
monthly annuity, under various conditions. These were: 

A. A minimum age and disability retirement benefit, including 
the spouse’s benefit, of $100 a month for those with at least 10 years 
of service would introduce an additional cost of 0.85 percent of payroll, 
or $42 million annually. 

B. The provision for a minimum annuity similar to A above limited 
to individuals with at least 30 years of service in the case of ag 
beneficiaries but still applying to all disability annuitants, would 
reduce the indicated addition to 0.55 percent of payroll, or $28 million 
annually. 

C. A minimum age and disability retirement benefit, excluding the 
spouse’s benefit, of $100 a month ($140 with eligible spouse) for all 
annuitants with at least 10 years of service would increase costs by 
1.1 percent of payroll, or $55 million annually. 

D. The provision for a minimum annuity similar to C above limited 
to individuals with at least 30 years of service in the case of age 
beneficiaries while still applying to all disability annuitants, would 

reduce the indicated addition to 0.65 percent of payroll, or $32 million 
annually. 


Ill. AREAS IN WHICH CHANGES HAVE BEEN PROPOSED 


Bills to change the Railroad Retirement Act which have been intro- 
duced in Congress since the passage of the 1951 amendments are shown 
in table 5. The main provisions sought are (1) elimination of the 
dual-benefit restriction; (2) earlier retirement; (3) calculation of 
annuities on a more favorable basis; (4) lowering of certain age Ie 
quirements for derivative benefits; "and (5) increase in minimum 
annuities. 
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Elimination of dual-benefit restriction 

The dual-benefit restriction, often called the social-security redy 
tion, whereby railroad retirement annuitants have their annuities re 
duced when they are receiving or are eligible to receive social security 
benefits has been discussed previously. Briefly this provision requires 
the Board to reduce the annuities of such persons by (a) the portio: 
of the annuity which is based on prior (untaxed) service, or (/) the 
amount of the social security benefit, whichever is the smaller. 

The dual-benefit restriction is a financing feature of the railroad 
retirement system, and, as such, it is discussed in chapters 4 and § 
Earlier retirement 

Proposals have been made for retirement on full annuities at ag 
60 with 30 years’ service. Retirement under these circumstances 
now possible for women, but for men the annuity is reduced by \,, 
for each month before age 65 that the retirement occurs (a reduction 
of 45 for each year). Proponents of this proposal assert that rail- 
road employes should have the same retirement privileges given to 
participants of certain other publicly administered retirement sys 
tems. For example, some municipal systems for policemen and fire- 
men permit retirement on this basis, as does the Federal civil service 
system. As against this proposal it is argued that it is unrealistic to 
compare one specific feature of one system to a specific feature of 
another. While one plan may be more liberal in one respect, the other 
plan may have advantages in another respect. Moreover, with its 
provisions for earlier retirement and disability retirement, it is as- 
serted that those railroad employees who need to retire because of 
physical reasons may do so. 

Calculation of annuities on amore favorable basis 

There have also been efforts to have annuities calculated on a mor 
favorable basis than overall average compensation. Some have urged 
that annuities. be calculated on the basis of the five highest earning 
years and others have asked that the calculation be based on years 
since 1936. 

It has been pointed out that the increase in price and wage levels 
cause the present method of calculation of annuities to be conservative 
As a matter of fact, at the time of the passage of the Railroad Retire: 
ment Act, the use of overall average compensation as a method of com- 
puting annuities was liberal. Thus, it depends upon price and wage 
levels as of a given time as to whether the proposal would result 1 
higher or lower benefits. At the present time it would result in higher 
benefits, but those opposed to it point out that the amount of mone) 
it would cost might best be used for other purposes. 

To adopt the five highest years in terms of the employee’s salary 2% 
the base for computing his retirement benefit, as is the practice 1 
certain other retirement plans, would cost 1.25 percent of payroll. T 
omit the years of prior service altogether, and take, where possible, 
only the average wage for years since 1936, would cost 0.4 percent 0! 
payroll. To make the annuity more current by basing it upon te 
average wages during the last half of an employee’s railroad servic’ 
would cost 0.8 percent of payroll. 
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Lowering age requirements for derivative benefits 

Spouse’s benefit—In the case of a spouse’s benefits, the present law 
requires that both the annuitant and the spouse be age 65. It has been 
proposed to permit a spouse age 65 of a disability annuitant to re- 
seive a spouse’s benefit regardless of the annuitant’s age. Another 
proposal would permit the spouse’s benefit to be paid to the dependent 
husband of a female annuitant (who may retire at age 60). A further 
proposal would permit a spouse’s benefit to be paid to any spouse, 
age 65, regardless of the annuitant’s age. The aforementioned pro- 
posals would not cost much (0.03 percent of payroll, or $1,500,000 
unually). Lowering the age requirement of the spouse from 65 to 60 
would cost a significant amount (0.40 percent or $20 million an- 
nually). The arguments which have been presented against any of 
ihese proposals are on the basis of their costs to the system and that if 
mprovements are possible they should be made elsewhere. 

Reduce age requirements for survivors.—At the present time, wid- 
ows and parents must be age 65 or over to be eligible for a survivor’s 
benefit, except in those cases where the surviving widow has a de- 
pendent child under the age of 18. To reduce the age requirement 
for parents and widows from 65 to 60, would cost 0.45 percent of pay- 
roll; to reduce it to age 55 for both types of survivors would cost 0.60 
percent of payroll; and to eliminate it entirely would cost 0.85 percent 
of payroll. Here, again, the arguments against the proposal are on 
the basis of its cost to the system. 

A higher minimum annuity 

The present minimum provisions of the railroad retirement. sys- 
ten provide a minimum annuity that is the least of: (a) $4.14 times 
years of service; (b) average monthly compensation; or (c) $69. 
However, no annuitant can receive less than he would have been paid 
by OASI if his railroad service had been counted as social-security 
coverage. 

Bureau of Labor Statistics’ figures for the year 1950 indicate that 
an elderly couple needs between $140 and $150 a month to maintain 
themselves on an adequate but modest scale of living. At the present 
time, many railroad annuitants receive a great deal less than this 
amount even with the current minimum provisions. However, it has 
been pointed out that those receiving minimum benefits already receive 
‘much higher amount in proportion to taxes they have paid than 
other groups in the system. A $100 minimum monthly annuity would 
cost 0.55 percent of payroll if applied only to those of 30 years of 
ervice including spouse’s benefits; 0.65 percent of payroll for those 
of 30 years of service excluding spouse’s benefits; 0.85 percent of pay- 
roll for everyone with 10 years or more of service Saabadines spouse’s 
benefit; and 1.1 percent of payroll for all annuitants of 10 years or 
more of service if the spouse’s benefit is excluded. 


Disability work clause 


Disability annuities payable before age 65 are subject to a restric- 
tion which denies payment of such annuities after the annuitant has 
‘trned more than $75 a month for 6 consecutive months. Proposals 
have-been made for liberalizing this restriction by changing the $75 
‘mount to $100 or $125, Eliminating this work restriction altogether 
would cost 0.06 percent of payroll or $3.0 million a year. If the 
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restriction were to be put on a monthly basis, it could be liberalized ty 
$100 and there would still be a saving to the fund, since it would stop 
some annuitants from circumventing the purpose of the law by arrang. 
ing with their employers to engage in substantially full-time employ. 
ment for 5 months and avoid earning more than $75 in the sixth con- 
secutive month. If this restriction were placed on a monthly basis, it 
could be liberalized to $125 at a cost of $2 million annually. 


IV. SUMMARY OF REPLIES TO COMMITTEE QUESTIONNAIRE ON PROPOSALS FoR 
CHANGING THE RAILROAD RETIREMENT ACT 


In attempting to secure information on the merits of various pro- 
posals for amending the Railroad Retirement Act, including proposals 
relating to financing and other aspects of the railroad retirement sys. 
tem, the joint committee sent a questionnaire covering such proposals 
to railroad unions and employers, Government agencies concerned 
with railroad retirement, and other interested groups. This ques 
tionnaire and a tabulation of the replies thereto are all included as 
an appendix to this chapter. These replies were not as fruitful as 
the committee had ened in terms of providing guidance to thie con- 
mittee as to the need and desirability of further changes in thie act. 
Most respondents wanted more technical and financial informatio 
before taking positions on various proposals. However, the views of 
these agencies, organizations, and individuals are of importance t 
the committee. 


Respondents to questionnaires 


The questionnaire was divided into four main parts, as follows: 


I. Financing 

II. Liberalization of benefits 
III. Changes in eligibility requirements 
IV. General comments 


Replies were received from the following employee and employer 
organizations, Government agencies, one individual, and certain pen- 
sion groups: oa 

Standard railway labor organizations.—Railway Labor Executives 
Association, by G. E. Leighty, chairman, and Lester P. Schoene, 
counsel. 

The reply stated that the associations answer to the questionnaire 
constituted the reply of the following organizations: 


Switchmen’s Union of North America 

The Order of Railroad Telegraphers 

American Train Dispatchers’ Association 

Railway Employees’ Department, A. F. of L. 

International Brotherhood of Boilermakers, Iron Ship Builders, and Helpers of 
America. 

International Association of Machinists 

International Brotherhood of Blacksmiths, Drop Forgers, and Helpers 

Sheet Metal Workers’ International Association 

International Brotherhood of Electrical Workers 

Brotherhood of Railway Carmen of America 

International Brotherhood of Firemen and Oilers i 

Brotherhood of Railway and Steamship Clerks, Freight Handlers, Express 40° 
Station Employes 

Brotherhood of Maintenance of Way Employes 

Brotherhood of Railroad Signalmen of America 
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National Organization Masters, Mates and Pilots of America 

National Marine Engineers’ Beneficial Association 

International Longshoremen’s Association 

Hotel and Restaurant Employees and Bartenders International Union 
Railroad Yardmasters of America 

Brotherhood of Sleeping Car Porters 

(The organizations listed as members of the Railway Labor Ex- 
ecutives’ Association represent about 75 percent of all railroad em- 
ployees subject to the Railroad Retirement Act. See page 84 of the 
House hearings on the 1951 amendments to the Railroad Retirement 
Act.) 

Locals 933, 933-5, and 996 of the International Longshoremen’s 
Association by Harry R. Hasselgren, secretary-treasurer. (The Inter- 
national Longshoremen’s Association is a member of the Railway 
Labor Executives’ Association.) 

Brotherhood of Locomotive Engineers, Brotherhood of Locomotive 
Firemen and Enginemen, Order of Railway Conductors, and the 
Brotherhood of Railroad Trainmen. (These four organizations repre- 
sent approximately 22 percent of all railroad employees subject to the 
Railroad Retirement Act. See p. 190 of the House hearings on the 1951 
amendments to the Railroad Retirement Act. ) 

Railroad Yardmasters of North America, Inc., by J. P. Perdisatt, 
grand president. (This is not one of the standard railway labor 
organizations, and according to Employees’ Exhibit No. 5, Before 
the President’s Emergency Board, 1950, p. 5, this organization repre- 
vnts approximately 700 employees covered under the Railroad 
Retirement Act.) 

Employer organizations.—Association of American Railroads, by 
J. Carter Fort, vice president and general counsel. (This association 
includes in its membership almost all of the class I railroads in the 
United States. See p. 471, Senate hearings on the 1951 amendments 
tothe Railroad Retirement Act.) 

American Short Line Railroad Association, by J. M. Hood, presi- 
dent. (This association represents about 300 short line railroads in 
the United States. 

‘Federation for Railway Progress, by R. M. Drysdale, Jr., executive 
vice president. (This organization represents at least one Class I 
railroad and a wide variety of other individuals and groups. Article 
III of the federation’s constitution states that “Any member of the 
traveling public, any railroad security holder, railroad employee, rail- 
toad labor union, railroad shipper, railroad supplier, railroad, cr other 
person, institution, or organization interested in progressive develop- 
ment of American railroads shall be eligible to membership in the 
federation.” 

frovernment agencies.—The Railroad Retirement Board, by Mary 
B. Linkins, secretary. Bureau of the Budget, by F. J. Lawes 
Director, 

Individual_—Russell R. Reagh. 

(Mr. Reagh was until 1953 a member of the Actuarial Advisory 
Committee of the Railroad Retirement Board and was also an ac- 
‘uarial consultant to the United States Treasury, but replied as an 
individual and not in an official capacity.) 

“iscellaneous pension groups.—Railroad Pension Conference, by 
Clarence B, Carter, secretary; Railroad Employees’ National Pension 
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Association, by Joseph L. Cosgrove, president; National Railroad 
Pension Forum, Inc.. by C harles D. Gasso and Walt Sands, advi isory 
board member and research director, respectively ; and Grand Associ ia 
tion of Veteran Railway E mployees, Inc., of Jacksonville, Fla., by 
W. B. Gunn, chairman, legislative committee. 

(The percentage of employees represented by these groups is not 
clear. Statements of representation of the Railroad Pension Confer- 
ence appear on p. 377 of the House hearings on the 1951 amendments 
to the Railroad Retirement Act, and the National Railroad Pension 
Forum, Inc., on pp. 313 and 323 of the Senate hearings on these 
amendments. ) 

With the exception of the reply from Mr. Reagh, who answered as 
an individual, these replies may be taken to represent, in general, the 
attitude of the respective organizations. 

In a number of instances supplementary statements were added 
to the questionnaire or statements were submitted instead of complet- 
ing the questionnaire. Statements of the Railway Labor Executives’ 
Association, the Operating Brotherhoods, the Association of American 
Railroads, the Railroad Retirement Board, and the Bureau of the 
Budget and tabulations of replies to the questionnaire are included 
in the appendix to this chapter. In the tabulations, the respondents 
have been classed into four groups: 

1. Employee organizations 

2, Employer organizations 

“ Government agencies 

t. Organizations of present and former railroad employees pi 
marily interested in pension legislation and other proposals 
affecting retired employees 

Since the answers submitted reflect the general attitude of the 
organization replying to the questionnaire toward the Railroad Re 
tirement Acts a summary of the general position of each of the four 
groups and a more detailed analysis of the attitude of particular 
organisations have been made. Comparisons of answers to specific 
questions may be obtained from the tabulations. 

Summary of general position of respondents 

The position of the nonoperating employees, as represented by the 
Railway Labor Executives’ Association, is that there has not yet been 
enough experience with the 1951 amendments to recommend aly 
changes at this time. Similarly, in the reply of the operating brother: 
hoods prepared by Mr. Latimer it is stated that, at the present time, 
the data needed in order to answer the questionnaire adequately are 
not available. On the other hand, the Railroad Yardmasters of North 
America, Inc., which is not represented by the Railway Labor Exect 
tives’ Association, believes that all benefits should be increased © 
offset, in part, the high cost of living. 

The general attitude of the employ ers as represented by the Associa- 
tion of. American Railroads and the American Short Line Railroad 
Association is that there should be no change in the Railroad Retire: 
ment Act at this time. The Federation for Railway Progress modifies 
this position somewhat by saying that the benefit formula should be 
spread over a $500 per month base without increasing the over! 
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cost of the program and that tax rates should be adjusted to the $500 
base to provide the same revenue as under the present law. 

Of the two Government agencies which replied, the Railroad Re- 
tirement Board does not recommend any changes until more experi- 
ence has been had under the 1951 amendments. The Bureau of the 
Budget, on the other hand, believes that the question of complete 
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S hot M® oordination with social security merits examination in the light of 
mfer- national policies, the needs and desires of the railroads and railroad 
men's employees, and the interest of the public. 
— Mr. Reagh believes that social benefits such as those for survivors, 
these spouses, et cetera, are available and should be obtained through the 
QASI The railroad benefits, in his opinion, should be in the nature 
red as Tl of a staff pension plan. He sees no justification for a separate rail- 
ML, the Tl oad OASI. 

The pension organizations favor various proposals to increase bene. 
added Hi s.<and to reduce the minimum qualifications. In some instances they 
mplet approve higher taxes and a broader tax base if these are necessary to 
is inance higher benefits. 
ar iei 
of the Employee organizations 
cluded Railway Labor Executives’ Association.—In its statement, the Rail- 
ndents # vay Labor Executives’ Association points out that the 1951 amend- 

inents to the Railroad Retirement Act have been in operation for too 

brief a period to permit any real appraisal based on observance of 

actual operation. Also, pending the completion of the fifth triennial 

valuation of the railroad retirement account, there is little more in- 
es pri: 9 formation on the financial aspects of the system than was available 
oposals i when the 1951 amendments were under consideration. 

Its reply indicates that with regard to financing features, the asso- 
of the ation believes there should be no increase in tax rates, but that the 
rad Re ureumstances which prompted recommendation in 1951 of a $400 tax 
he four HM base and a work clause similar to that under the Social Security 
rticular $MM System still exist. However, since Congress did not see fit to adopt 
specific HM these recommendations, no changes in these respects are proposed at 

the present time. The Railway Labor Executives’ Association also 

believes there is evidence that the presumption of recovery from dis- 
1 by the ability if a disability annuitant under age 65 has earnings of $75 a 
2 cen (a Honth in each of six consecutive months is not operating very well to 
i ” y accomplish the desired purposes. Of the various alternatives sug- 
ond WY BBB ested in the questionnaire, it is inclined to the view that a $100 per 
on month work clause up to age 65 offers the most hopeful approach. 
= aw Mg. vith regard to the crediting of compensation for prior service, it 
; f North ag’ Polnted out that, since no taxes were collected on prior service 


earnings, it was considered desirable from the standpoint of cost deter- 
mination to base the average monthly compensation attributable to 
such service on a past period for which a definite cost would be ascer- 
tinable rather than on unpredictable future earnings. The 1924-31 
Period was considered generally to be more favorable for prior service 
than the actual prior service earnings since it eliminated both the 


r Exectl- 
eased to 


Associa- 


Railroad 


1 epression years and years of low wage rates Fre to 1924. Because 
“hould be of the disparity between current wage rates and those prevailing in the 
, overt 124-31 period, it may be that the validity of the reasons for use of 


the 1924-31 period should be reexamined. However, no specific 
change is recommended. 
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In general, no liberalizations or changes in eligibility requirements 
are recommended because of insufficient experience since the 195] 
amendments and uncertainty as to whether any additional benefits 
can be paid without increasing taxes. The general recommendation 
of the association is that for the time being the system be allowed 
to operate without further change. 

International Longshoremen’s Association—The International 
Longshoremen’s Association is one of the organizations belonging to 
the Railway Labor Executives’ Association. Questionnaires were 
returned by three local lodges. These locals all favor some form of 
earlier retirement age and computation of average compensation on 
the basis of the employee’s 5 years of highest earnings. Two of them 
would be willing to increase the base from $300 to $500, and one would 
be willing to increase the tax rate to 73 percent. 

Operating brotherhoods.—In the statement prepared for the oper- 
ating brotherhoods, Mr. Latimer emphasized that to a large extent the 
data needed for answers to the questionnaire are not available, and 
that any effort to isolate single factors, as the questionnaire «oes, is 
hound, if the respondents attempt to reply, to lead to sets of answers 
that are internally inconsistent. Thus, the statement which he pre- 
pared is for the most part a discussion of the implications and back- 
ground of the questions asked rather than a set of answers. 

With regard to financing the railroad retirement system, Mr. 
Latimer states that congressional policy with respect to sources of 
income for Federal old-age and survivors insurance systems has been 
thoroughly settled and that any discussion predicated on an assump- 
tion other than that benefits are to be supported by scheduled pay- 
roll taxes will serve no good purpose. Also, any new cost estimate 
for the railroad retirement system requires more information than is 
now available on two new factors added by the 1951 Railroad Retire- 
ment Act Amendments: the rate of coverage termination under 10 
years’ service, and the magnitude of the social security differential. 
Mr. Latimer believes, however, that there are some indications occu- 
pational disability benefits may be a positive rather than a neutral 
cost factor, as was previously true for permanent and total disability, 
and that it is within the range of possibility that an increase in tax 
base might cost more than the revenue produced. Also, it is impor- 
tant to consider the impact of a change in tax and benefit base on the 
supplemental plans maintained by the carriers. ; 

Vith regard to work clauses, Mr. Latimer believes such clauses in 
general are undesirable, but that they are necessary for a system with 
coverage as broad as that of social security since there a work clause 
is the only practicable basis for a determination that retirement has 
occurred. For the railroad system no work clause is necessary. With 
regard to the quasi-work clause now provided for disability retirement, 
evidence that is available suggests to him that the difficulty may be 
with the definition of disability which has been adopted by the Rail- 
road Retirement Board rather than with the work clause. 

Whether benefits can be increased without impairing solvency of 
the system is a question that Mr. Latimer believes cannot now be 
answered. However, it now appears to him to be impossible. On the 
proposal to permit an annuitant to return to service of his last em- 
ployer, if a nonrailroad employer, he raises the question of equality 
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of treatment between those who remain in railroad service until re- 
tirenent and those who transfer to nonrailroad jobs prior to retirement. 


refits Compulsory retirement at a certain age, in Mr. Latimer’s opinion, 
ation might well have the most undesirable consequences. He believes it 
owed is more appropriate at the present time to ask what contribution the 
retirement systems might make toward continued employment of 
ional elderly workers. In general, he believes that questions such as those 
ng to on spouses’ and survivors’ benefits, eligibility, and the social security 
were minimum guaranty are of relatively little importance so long as the 
‘m of basic issue of the proper relationship between the railroad and social 
m on security systems remains undecided. 
them Railroad Yardmasters of North America, Inc.—The Railroad Yard- 
vould masters of North America, Inc., is an independent organization, not 
; member of the Railway Labor Executives’ Association. ‘To improve 
oper- financing, it favors increasing the tax rate to 614 percent, and adding 
nt the a work clause which would restrict earnings to $100 per month in 
», and any employment, It also believes that benefits should be increased 
Des, 18 by 15 or 25 percent, and that average compensation should be based 
iswer's on the employee’s 5 years of highest earnings. In addition, it would 
e pre- change eligibility requirements to permit retirement with full annuity 
back- regardless of age after 30 years of service, and occupational disability 
benefits regardless of years of service, and reduce the age require- 
\, Mr. ment for aged widows, widowers, and parents to 60. 
oe Employer organizations : re 
sump: Association of American Railroads.—The Association of American 
1 pay- Railroads in its memorandum submitted in response to the ques- 


tionnaire, states that— 


The railroads are unalterably opposed to any increase in the taxes now imposed 
for the support of the railroad retirement system, either directly by an increase 


timate 
than 1s 


Retire- 


der 10 in the tax rate or indirectly by an increase in the tax base. They can see no 
it possible justification for increasing their retirement taxes by ong means or 
rental, another when those taxes are already so much higher than the corresponding 
S occl- taxes paid by other industries, including their strongest competitors. 
ems The association also points out that not only are railroad employers’ 
ADIN); B® taxes for retirement four times as high as those now being paid for 
An tax similar purposes by other employers, but also the difference is rela- 
eee tively even greater. This is because in the railroad industry the 
on th payroll absorbs a much larger part of the gross revenue than is true 
: ger p er 
cin a the case of industry generally. 
ee So far as the railroads are concerned, an increase in peare’ taxes 
= on would bear just as heavily whether it came about through an increase 
es in the tax rate or an increase in the tax base. In one respect, how- 
‘ "With ever, an increase in the tax base would be che more objectionable of 
aa the two. This is because additional revenues from an increase in the 
” 7 base would be absorbed, to a large extent, by an automatic increase 
- Rail: in benefits, while additional revenue from an increase in the tax rate 
= all would go to strengthen the retirement fund. The association 
bias states that— 
enc] , 
now be The railroads have not experienced the improvement in earnings that has been 
On the ee industry in general during the postwar period. For the 5 years 
2 50 their average annual rate of return on their depreciated property in- 
last em nment was only 3.5 percent. During the same period, manufacturing corpora- 
equality clean an average annual rate on net assets of 15.7 percent. On the same 
sis of ne 


ipeae assets, the rate of return of the railroads for the 5 years was about 


wm, ee 
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In view of the financial condition of the railroads the association }y 
lieves it to be obvious that the railroads are not in a position to stand 
an increase in their payroll taxes regardless of whether the increase 
arises from a higher tax rate or a higher taxable payroll. 

With regard to further liberalization of the system, the associatio; 
states that the full effect of the 1951 changes is not known and cannot 
be determined until there has been more experience. From the best 
information now available, however, it appears that the present taxes 
will prove insufficient to meet the cost of existing benefits. Thus, it 
seems plain that no consideration can be given at this time to any 
proposal which would increase the cost of the railroad retiremen 
system. 

American Short Line Railroad Association.—The American Short 
Line Railroad Association in its answers to the questionnaire ind 
cates there should be no substantial change in either the financing | 
the benefit provisions of the present Railroad Retirement Act. Hoy 
ever, with regard to disability annuities, it would replace the present 
denial of an annuity to anyone who earns more than $75 a month i 
each of six consecutive months with a work clause of $100 a month foi 
each month separately. Also, the Short Line Association favors per- 
mitting a railroad annuitant to return to the service of his last em 
plover if the last service was with any nonrailroad employer. 

Federation for Railway Progress—The Federation for Railwa 
Progress opposes any change which would make the program mor 
costly, but believes that the tax rate should be reduced and the tax bas 
raised to $500 per month since $500 today is somewhat comparable t 
$300 a month in 1937. The total of taxes should be the same as o1 
the present base and the benefit formula should be revised to sprea 
over the $500 base without increasing the over-all cost. 

A work clause for age annuitants, in the opinion of the federation. 
would be a serious deterrent to retirement at age 65, which should bv 
encouraged. For disability annuitants and for survivor benefits. 
work clause of $125 per month is favored. In the case of disability 
annuitants this would replace the present restriction of not more thai 
$75 in each of six consecutive months. The federation also believes 
that annuitants should be permitted to return to the service of an 
nonrailroad employer, and that credit for service after 65 should be 
eliminated in order to encourage retirement at age 65. 


Government agencies 

Railroad Retirement Board.—The Board believes that there lias 1 
been enough experience under the 1951 amendments to enable it t 
recommend changes in the act at this time. As far as financing fea 
tures are concerned, the Board believes that tax rates should not b 
increased. With regard to the taxable maximum, at the 1951 hearings 
a majority of the Board recommended an increase to $400 a month. 
At the same time a majority of the Board favored a social security 
type work clause with permissible earnings of $50 a month, the same 
as then under social security. No action has been taken by the Boaré 
on these two questions since that time. 

With regard to the disability annuity restriction under which 
benefits are denied if the annuitant is less than 65 and earns more thal 
$75 a month in each of six consecutive months, the Board refers to 1s 
statement of August 5. In this, examples are given which show how 
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n be- some annuitants have continued in regular employment without for- 
stand feiting their annuity by arranging with their employers to be paid 
rease less than $75 in one or more months of each 6-month period. At the 
1951 hearings, the bill originally proposed would have substituted a 
ation provision restricting earnings for a disability annuitant to $100 a 
innot month up to age 65 and to $50 after that age. Since the $50 work 
» best clause was not adopted for other annuitants, the proposal has since 
taxes been modified to limit earnings of the disability annuitants to $100 
us, it up to age 65; after age 65, of course, there would be no limit. 
> any With regard to the various proposals to liberalize benefits either 
omen by increasing the amount of the annuity or by reducing eligibility 
requirements, and to other proposals which would increase costs, such 
Short as compulsory retirement, the Board states : 
indi- * * * the conclusion is inescapable that the railroad retirement system is 
ing or at the present time not overfinanced, and if the system is to be maintained on a 
How sound financial basis no consideration can be given to liberalizations of benefits 
resent (the obvious effect of which would be to increase the cost of the system) without 
it the same time considering some method by which additional revenues could 
m he be secured to cover the added cost. 
om Bureau of the Budget.—In lieu of filling out the questionnaire, the 
ins Bureau of the Budget referred to its Memorandum on the Railroad 
Retirement System and its Relationship with Other Government Re- 
— tirement Systems, dated August 6, 1952. This memorandum sum- 
nee marizes the history of the railroad retirement system and the stat- 
Se as utory relationships between railroad retirement and social security 
able to ind discusses the problems of shifting employment and dual coverage 
teceep as well as the financial status and outlook and administrative difli- 
oiled culties in the present railroad retirement system. It is the opinion 
of the Bureau that examination of the existing procedures by the 
ied: joint committee would reveal instances in which a simplification of 
suld be the statutory requirements would reduce the administrative burdens 
in 6 and costs not only of the Railroad Retirement Board but also of the 
abiliar Social Security Administration. In addition, the Bureau believes 
si thas the differences in definition of eligibility and the differences and com- 
relieves plexity of the financial and benefit structures of the two laws make 
ak an them difficult to interpret and hard to explain to beneficiaries and to 
ould be the public. : ‘ . . . . 
_ The major possible alternatives to be studied at this time are, in 
its Opinion : 
(1) Measures to increase the payroll contributions; 
has not (2) The question of a Government subsidy ; 
le it to (3) The tightening up of the benefit structure; and 
ing fea- _ (4) Complete coordination of the two systems. 
| not be Of the four, complete coordination is preferred by the Bureau of 
earings the Budget. This would involve extension of full old-age and sur- 
month. vivors Insurance coverage to all railroad workers and revision of the 
security railroad retirement benefit schedule and eligibility requirements to 
he same inake the railroad system an adequate staff pension plan. The Bureau 
e Board ‘tates that this approach would afford substantial savings for two 
primary reasons: a more consistent over-all pattern of benefits would 
» which permit more effective protection for more workers without so-called 
ore than windfall benefits to some, and a common work clause would prevent 
srs to its both systems from paying retirement benefits to employed people 


ow how “xcept to those in employment not covered by either one. 


: A amet a ae 


538 RETIREMENT POLICIES AND RAILROAD RETIREMENT SYSTEM 


On the basis of rough actuarial exploration before the 1951 amend. 
ments to the railroad retirement system, it appeared to the Bureay 
of the Budget that through coordination it might be possible to have g 
combined tax rate of 81% percent for the railroad industry with the 
benefits then existing under the two systems as compared with the 
prevailing 121% percent railroad retirement tax. As the old-age and 
survivors insurance tax rate increases over the years, the differential 
would diminish until by 1970 it would amount to only one-half of | 

ercent. However, the interim savings would be substantial. The 
Sis of the Budget believes this to be fruitful ground for furthe 
exploration by the committee, taking into account the 1951 and other 
amendments. The Bureau did not take into account the effect of 
the 1951 amendments to the Railroad Retirement Act, so that its dis- 
cussion of the possible savings from its proposed complete coordina- 
tion with the social security system did not consider the savings 
already achieved by such amendments. 

Russell R. Reagh—Mr. Reagh’s opinion is that railroad employees 
should be covered under old-age and survivors insurance, and the 
‘ailroad retirement system should be changed to a staff pension plan. 
In addition, he believes that an increase in tax base to $500 is justified 
by the increase in average pay since 1937. He also is of the opinior 
that there should not be any increase in the employee tax rate and that 
the employer should cover costs not borne by employees—that the 50-0) 
basis cannot be retained with equity. 

Mr. Reagh favors a work clause of $75 applicable to all employment 
and for both retirement and survivor benefits. For disability bene- 
fits up to age 65 he would reduce the disability benefits by the excess 
of earnings, including the annuity, over 75 percent of former railroad 
pay. Also, he would pay occupational disability benefits regardless 
of years of service. For the retirement benefits to be payable under « 
staff pension plan, he proposes that average compensation for all 
service should be based on the employee’s 5 years of highest earnings, 
that the width of pay brackets of the benefit formula should be 
doubled, and that the 1937 percentages applicable to such brackets 
should be restored. 

Pension groups 

Railroad Pension Conference.—The Railroad Pension Conference 
believes that the annuity should be increased to half pay based on 4 
years of highest earnings for employees with 30 years of service and 
offers as a second choice half pay at age 60 for those with 30 years ol 
service and a reduced annuity at age 55. It does not indicate how 
such benefits would be financed, except to state that if added financing 
proves necessary an increase in the tax base would be the means pre- 
ferred. 

The pension conference is opposed generally to work clauses for 
retirement benefits and for survivor benefits, and would favor chang- 
ing the restriction on earnings for disability annuities to S100 per 
month in each of 6 consecutive months for those under age 69. I! 
would reduce eligibility requirements for spouse and survivor benellts. 

Railroad Employes’ National Pension Teeoakatien, Inc. —The Rail- 
road Employes’ National Pension Association, Inc., believes it § 
imperative to increase benefits but that solvency must also be insured. 
It is of the opinion that there should be no correlation with soci! 
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nd- security; that railroad annuities to employees, spouses, and widows 
eal should be paid on railroad service regardless of other benefits, and 
vea that full railroad benefits should be restored to those receiving or 
the qualified to receive social security benefits. In addition, the associa- 
the tion believes there should be no restriction on earnings of disability 
and or survivor annuitants. 
itial The association would increase all benefits 15 percent, reduce the 
of 1 eligibility requirements for disability and survivor benefits and base 
The wverage monthly compensation on the employee’s 5 years of highest 
ther earnings. The increased benefits would be financed by increasing the 
ther tax rate to 614 percent and the tax base to $400. 
t of National Railroad Pension Forum, Inc—Two questionnaires were 
dis- returned by the National Railroad Pension Forum, Inc. Mr. Charles 
lina- ), Gazzo, advisory board member, favors computing compensation 
ings on the employee’s 5 years of highest earnings, and reducing the retire- 
. ment age to 60, or below that for employees with 35 years of service. 
yvees He does not favor any increase. in tax rate or in the taxable maximum, 
| the but indicates that such increases would be acceptable if necessary to 
plan. make possible more liberal benefits. _ 
tified Mr. Walt Sands added to his questionnaire a detailed statement 
inion giving a proposal of the pension forum for an extensive revision of 
| that the Retirement Act. Since the Railroad Retirement Board has stated 
0-50 that a substantial amount was saved by transferring employees with 
less than 10 years of service to the Social Security Administration, 
‘ment the forum believes that a transfer of workers with less than 15 years 
bene- of railroad service would save enough more to make it possible to pay 
XCeSS higher benefits to the employees with long service whom they consider 
lroad 9 to be “career” railroad employees. Additional savings would be made 
rdless if benefits to spouses and survivors were paid for all railroad workers 
der & under the Social Security Act instead of under the Railroad Retire- 
or all ment Act. The proposals of the pension forum are as follows: 
nings. |, Retired railroad workers should be permitted to earn any amount 
ld be without penalty or restriction anywhere other than in employment 
ackets HM covered by the Railroad Retirement Act. 

2. Railroad retirement and social security systems should be 100 
percent integrated paying benefits to spouses and survivors only under 
the social security system. 

erence ). Full retirement benefits at age 60 after 30 years of service should 
{on ° TM be permitted or full benefits after 35 years of service regardless of age. 
ce and Grand Association of Veteran Railway Employees, Inc—The Grand 
ars Ol TM Association of Veteran Railway Employees, Inc., states that retire- 
e how #@M ment and disability benefits should be increased 15 percent and sur- 
uncing ‘vor benefits 25 percent. It believes further that average compensa- 
1s pre BM tion should be based on the employee’s 5 years of highest earnings 
for those age 60, or with 25 or more years of service; and that full 
ses for winuities should be payable at age 60 or after 35 years of service. 
chang- ie association also favors reduction of eligibility requirements for 
0 Pe BM sPouse’s benefits and removal of work clauses now existing. 
65. lt _If absolutely necessary in order to pay these additional benefits, 
enellts. ‘would accept a tax rate of 614 percent, and an increase in the tax 
e Rail: Bi base to $500, n 
1S it is 
nsured. 


: social 
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APPENDIX TO CHAPTER 8 


I. Copy of questionnaire 

II. Tabulations of replies 

Il. Statements and letters 
1. Railway Labor Executives’ Association, letter of September 12, 1952 and answer t 
tionnaire ° 
2. Operating Brotherhoods, letter of October 31, 1952, from Murray W. Latimer and 
on First Questionnaire of Joint Congressional Committee on Railroad Retirement 

Association of American Railroads, memorandum in résponse to questionnaire, § 

12, 1952 
4. Railroad Retirement Board, statement of the Railroad Retirement Board before t! 
committee established pursuant to Senate concurrent resolution 51, Fighty-second ¢ 
first session, concerning liberalization of benefits and change in eligibility requirement 
the Railroad Retirement Act; August 5, 1952 
5. Bureau of the Budget, memorandum on the Railroad Retirement System and its r 
ship with other Government systems, August 6, 1052 


] 


I. Copy OF QUESTIONNAIRE 
CONGRESS OF THE UNITED STATES 
JOINT COMMITTEE ON RAILROAD RETIREMENT 
(Created pursuant to 8. Con. Res. 51, 82d Cong.) 


Dear ——: The Joint Committee on Railroad Retirement is presently conduct- 
ing a thorough study of the railroad retirement system. The committee would 
appreciate receiving your views on various proposals which have been made to 
change the Railroad Retirement Act. 

The attached questionnaire is intended to cover the major proposals which 
have been made to change the Railroad Retirement Act as amended in October 
of 1951. An appendix listing all congressional bills introduced since the 1951 
amendments, along with the provisions and the costs, is also attached for your 
information, 

The net cost of the railroad retirement system, after the 1951 amendments, 
was 14.45 percent of a taxable payroll estimated at $4.9 billion a year. The 
Board actuaries calculate that this cost will be reduced to 14.10 percent of pay- 
roll since the enactment of H. R. 7800, which increased social security benefits 
This presumably results because of the current relationships of the system with 
OASI. These costs compare with tax income from employees and employers 
totaling 12.5 percent of taxable payroll. Thus, present costs exceed present il- 
come by 1.6 percent of payroll or $78.4 million a year. 

These costs, and those listed on the questionnaire and the appendix, are based 
on estimates prepared in 1951. Costs and savings listed on the questionnairé 
are in dollar terms, which can be readily translated in terms of percentage of 
payroll since 1 percent of payroll equals $49 million. These figures may be 
changed somewhat after the completion of the Fifth Valuation in January 1953 

The questionnaire is divided into four parts as follows: (1) financing; (2 
liberalization of benefits; (3) changes in eligibility requirements; and (4) gel 
eral comments. 

The committee would appreciate receiving by September 15, your views 
these and any other matters you feel should be called to the attention of thi 
committee with respect to the financing or benefits of the railroad retireme 
system. Inquiry may be made at a subsequent date regarding relationships 
with social security. 

Sincerely yours, 
Paut H. Dovetas, Chairman, 


{ JUESTIONNATRE 

The Joint Congressional Committee on Railroad Retirement requests thal 
the following questions be answered by the chief policy officer of your organi” 
tion, such answers to be submitted in triplicate. Where additional slieets am 
necessary, answers should be identified by the number of the question to wh 
they pertain. 

Most questions may be answered “yes” or “no” or with a particular Bsur 
many questions may be answered “yes” to more than one subpart with 
sistency. 
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PART I.—FINANCING FEATURES 
Page I. The present tax rate paid under the Railroad Retirement Act is 6% per- 
5 cent of each railroad employee’s monthly earnings but taxes are not paid on 
earnings Which exceed $300 a month. The 614 —_ rate is paid by both 
ail iroad employees and employers, for a total of 1244 percent of the first $300 
feach employee’s monthly earnings. 

Should the tax rate be increased? 


A. Not at all 


To 6% percent (yielding an extra $24.5 million a year) 
. Other 
Comment : 


Il. At the present time, a tax of 614 percent of all monthly income earned 
during railroad employment, up to a maximum of $300, is collected from em- 
iyees and employers (a total of 12% percent). 
Should this taxable maximum be increased? 
hk. Mot ut Mii ee et Stal 
B. To $350 (Additions ul revenue: 


$50 ‘million a year of which $33 million 
would be absorhed by the increase in benefits resulting from the in- 
creased creditable compensation base) —~...----_------.-------.__ 
©. To $400 (Additional revenue: $75 million a year of which $50 million 
would be absorbed by the increase in benefits resulting from the in- 
creased creditable compensation base) _.._......-.-..______________ 
D. To $500 (Additional revenue: $100 million a year, of which $67 million 
would be absorbed by the increase in benefits resulting from the in- 
creased creditable compensation base) .....--.-----_ es 
E. Other_-_- eee ni oceern 


onduct- 
» would 
nade to 


3 which 
October 
he 1951 
‘or your 


Comment : 


Ill. The Railroad Retirement Act now prohibits 


anyone from receiving 
relirement benefits if the person is working in the 


railroad industry. How- 
\dments, ever, except in the case of disability annuitants under 65, such a person may 
ir. The earn any amount in any other industry (except that he cannot continue in 
of pay- rreturn to the employ of the person for whom he was working at the time 


benefits. 
em with 
nployers 
esent il 


hisannuity began to accrue). 


A social security type work clause, which would withhold annuities from 
those earning over a specified amount, has been suggested as a means of effect- 
ng savings to the railroad retirement system. 


re based 
Hionnaire 
ntage of 
may be 
‘y 1953. 


1. Do you favor such a work clause? adidas 
2. Should the permissible amount of earnings be— 


(a) The same as under social security, that is, $75 per month? 


(b) Another amount? —_ . ee 


9 ge, Egos 
3 


If a work clause of $75 is adopted, should it apply to— 


(a) All employment (Saving: $48 million a year) 


(b) All nonrailroad employment with the prese nt t prohibition of rail- 


road earnings regardless of amount (Saving 





$45 million a year) 
views 00 


m of the 
etirement 
itionships 


B. Other change 


(All provisions in question III would still be ‘subject to the dis: ability work 
clause, } 


RN | ee 


WV Disability annuities are now denied if the disability annuitant is less 
tian 65 and earns more than $ 


airman, - I $75 a month in each of six consecutive months, 
ould this provision be changed in any of the following ways: 
ee Clee Pe Be ir Re tan a 
B. Eliminate the disability work clause (Cost: $9.3 million a 1 year) en 
nests that ©. Deny monthly annuity during any month in which the annuitant earns 
organiza over $75 (Saving: $3.5 million a year) ~.___-_____ : i 
ee D. Same as ©, except liberalize restriction to $100 a month (Saving: $1.5 
1 to whica 


million a year) 


- Same as C, except liberalize restriction to $125 a-month (Cost: $2 
million a year) 


Wynne UA i ee ec cme 
Comment : 


lar figure: 
with col 
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V. The act now denies benefits to any employee eligible for annuities y 
continues in or returns to the employ of any person for whom the employee was 
working at the time his annuities began to accrue. 

Should the law be amended to enable employees to continue in or return to ¢} 
service of— 


A. All nonrailroad persons not defined as employers under the Act (Cog 
$2 million a year) ---.---- , ’ ea 

B. Railway labor lodges or divisions (individuals earning over $3 a 
(Cost: Less than $50,000 a year) 

C. Other lodges or private associations (Cost: Less than $50,000 


D. Municipal government (Cost: Less than $25,000 a year) ____ 
E. Other__-- 
Comment : 


VI. The act presently denies survivor benefits to those earning a1 
in the railroad industry or over $75 a month in social security employ: 
Should this work restriction be— 


A. Retained_- 

B. Modified in amount 

C. Eliminated (Cost: $10 million a year) 
Comment: —-~- 


VII. The act now contains a provision for guaranteeing an annuity at 
large as the beneficiary would have received if the annuitant had been cover 
by social security. 

Should this guaranty be— 


A. Retained ‘ 

B. Eliminated (Saving: $16 million a year) 

C. In the case of an individual retiring at age 60 on a redu 
should such reduction come before, rather than after, the 
of the “guaranty” that total benefits are to be no less than 
would be from social security if railroad service were cov: 
Social Security Act (Cost: Less than $25,000 a year) —-- 


(Specify ) 
PART II. LIBERALIZED BENEFITS 


IX. Should benefits be increased along any of the following lines: 
A. All benefits—retirement, survivors, disability— 

1. By 15 percent (Cost: $108 million a year) 

2. By percent. 

B. All employee retirement annuities, spouse’s benefits and pensions 

1. By 25 pereent (Cost: $155 million a year) 

2. By percent. 

8. By imposing a flat minimum on employee retirement benefits 
prior service restriction) of $100 a month with no increase in : 
now in excess of $100 (Cost: $60 million a year) 

C. All survivor benefits— 

1. By 25 percent (Cost: $25 million a year) 
2. By percent. 
D. Widow's benefit— . 
1. To be no less than one-half of annuity, if any, for which empl 
eligible at time of death had he then been 65 years of age (Cost: 
million a year) ---- 


B 
B 


yee wis 
$40 
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s wi E. List what, if any, maximum or minimum amounts should be imposed by 
Pe Was law on which of the vurious types of beneltits. 
to the ~F. 8 sme combination or variation of the above, or other. 
(Cost X. Under the current act, “monthly compensation” on which benefits are based 
js the average of creditable conrpensation paid in the period of service counted, 
on For those in “employment status” on August 29, 1935, such service before 1937 
may be used to bring total service up to 30 years. For purposes of computing 
year “monthly compensation” for all years prior to 1937, the average for the years 


1924-31 is used. Basa ; 
Should the “monthly compensation” on which benefits are based be— 


A. The average compensation for the employee's 5 years of highest earnings? 
1. For all employees (Cost: $55 million a year) ~--.----------.----- 
Te Te RIE amicnccuhnconsentianem and/or who have 

years of service. 

B. The average compensation for the employee's highest five consecutive 

years of earnings up to age 65 (Cost: $54 million a year) ~-_----_----- 
©. For service performed before 1937, changed from the 1924-31 average to 
the average for the period after 1936, if more favorable to the employee 
( Ggges at eee a Set) 465. SA ieee 
D. For service performed before 1937, changed from the 1924-31 average 
to the average for the total years of service, including both prior and 
subsequent service (would increase some annuities but decrease others. 
Cost figure not available since this would involve reconstructing all 
prior service earnings and recomputing most annuities) 
E, Other 





COVECTOU Be Be EEE me ee EOS SS OO REST ED ED 
| a 
PART III. CHANGES IN ELIGIBILITY REQUIREMENTS 
sie resent eligibility requirements for age retirement are that the employee 
unnuity must be age 65 or be age 60 if he has 30 years of service. Women retiring 
atic between the ages 60 and 65 receive full annuities. Men, however, are subject 
ich t toa reduction in annuity of one one hundred and eightieth for each month they 
1 by t are younger than age 65. 
7 XI. Should any of the following changes be made in the eligibility require- 
inal ments : 
; A. Provide full retirement annuities for employees (regardless of age) who 
retire— 
ani 1. After 30 years of service (Cost: $165 million a year) ~---_-__-__- 
Bu FAR semmeeticeenets years of service. 
t, widow: B. Provide full annuities for those retiring with at least 30 years of service— 
1. At oe GD (oom. O74 million: a year) sce ek ki 
o. det GE eee eee 
C. Reduce the age requirement for receiving full annuities for those with at 
least 10 years of service from age 65 to — 
1. Age Gay Geren: GSR wetihiows ae yee): aa ech eee 
oe RT i nnn ncnteeimmer cei Sin cetes ennai OM aa ate Seren i od 
D. Present eligibility requirements for aged widows’, widowers’ and par- 
waceucee ents’ annuities are that the survivor must be age 65. 
Should the age requirements for these annuities be— 
1. Eliminated altogether (Cost: $49 million a year) ---.--...._._____ 
aconno= 2. Lowered to age 60 (Cost: $26 million a year) ~-.....-_.--_________- 
3. Lowered to age 55 (Cost : $35 million a year) ---____-__-___________ 
vefore the  &, OR er: III eerie men ee A eae a 
annuities B. Credit prior service (pre-1937) of employees on furlough on first enact- 
aa ment date (August 29, 1935) who are otherwise unable to receive 
credit for such service under the present act. (Cost: Less than $50,000 
a DF FOR rai ee ee eee ee a ee ee cc anes 
F. Permit occupational disability benefits regardless of— 
1. Years of service (Cost: Not available) ...._.._.._.-.__.-...-__-_- 
loyee Was tv A CG ae oe en ee 
Cost: $4o 


3, Other change in provisions for disability 
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G. Should any change be made in requirements for proof of tota] 
ability? 
H. Other change in eligibility, age, etc. 
Comment : 


XII. There have been proposals for compulsory retirement at specific ages 
(such as 65, 68, or 70) for all railroad employees or specified railroad oce ipa- 
tions (such as engineers and others). Cost o€ compulsory retirement 
depend on specific proposals. 

With respect to such proposals do you favor— 

A. No change —...-- ae cil 
B. ¢ wegnenny retireme nt at age 
: icitsiam ies ccna RIOR OL: 4 ailroad occupation). 
© Er ncouraged reti irement at age 
by .- 
D. Other — 
Comment: <a 


XIII. A monthly spouse’s benefit is now paid under the act, amounting 
additional 50 percent of the married retired annuitant’s benefit, up t 
mum of $40. To be eligible for this, both the annuitant and his spouss 
65 years of age, and if the spouse is a husband, he must be dependent 
retired wife. If the spouse is a wife with a dependent child unde: 

18, the spouse’s benefit is payable regardless of her age. 


A. Should a spouse, age 65, of a disability annuitant under age 65 
mitted to receive a spouse’s benefit as though the annuitant 
65 (Cost: $1.25 million a year) .....____- 4 aod 
B. Should a dependent husband, age 65, of : a fem: ale annuit: int 
full annuity at age 60, be permitted to receive a spouse's 
though the annuitant were age 65 (Cost: Less than $25,000 a 
Should a spouse, age 65, of any annuitant regardless of his a 
permitted to receive a spouse’s benefit as though the annuitant 
age 65 (Cost: $1.5 million a year) 
Should the age requirement for a spouse’s benefit be reduce 
65— 
1. To age 60 (Cost: § 
2. Other 7 
E. Other change 
Comment: 


XIV. The act contains an insurance lump-sum death payment f 
when no monthly benefits are payable immediately. (The changes 
below would result in savings of less than $50,000 a year.) 

Should this insurance lump sum be paid— 


A. Only to reimburse the payer of funeral expenses 

B. Only to the widow found to have been living with the emp 0 
death, and, if none exists, only as in (A) _.--------__~- . 

C. In no case to nondependent children or parents or nonliving with widows 
except to share as they otherwise would in the residual benefit 

D. Other change in recipient 

BE. Change in amount or basis of computation 

Comment: — 


PART IV. GENERAL 


XV. Below are listed various ways of liberalizing benefits paid to beneficial! 
under the Railroad Retirement Act. 
A. A flat across-the-board percentage increase in all benefits. 
B. Selective percentage increases. 
C. A lowering of the age requirement for receiving full benefits. 
D. Computation of annuities on a more favorable basis (such as five highest 
years, last 5 years, etc.) 








pecupa- 


pri yposed 


yee at his 


h widows, 


five highest 





RETIREMENT POLICIES AND RAILROAD RETIREMENT SYSTEM 545 


E, Other 


(1) Indicate your choice of methods in order of preference, identify- 
ing each proposal by the letter after which it appears. 


First Second Third Fourth Fifth 
CO) O O i} Cj 


(2) Which of these methods, if any, would you favor even though it 
is understood that additional revenue will be required? In- 
dicate how you would revise your order of preference under 
such conditions, 


First Second Third Fourth Fifth 
O CJ L} i OO 
XVI. In order to pay more liberal benefits under the Railroad Retirement Act, 
the following financing proposals have been suggested. 
A. Increase tax hase. 
B. Increase tax rates, 
C. Put in a work clause to deny benefits to those earning over a specified 
amount. 
D. OG@let LS eee: 
(1) Sinee added ‘finance ing fes atures are not popul: ir, except insofar 
as they can help to pay for more liberal benefits, it is assumed 
that none will be favored. However, should a new financing 
feature prove necessary, regardless of increases in benefits, 
please indicate your choice of financing proposals in order of 
preference, identifying each proposal by the letter after which 
it appears. 


rirst Second Third Fourth 
i. — nit as 


Raed uw L 


(2) Indicate your choice of financing proposals which your organi- 


zation would accept in order to make possible more liberal 
benefits. 


First Second Third Fourth 
om = rm 


XVII. Whe ut combination of changes do you think should be made in the Rail- 


XVIII, What do you consider to be the proper role and responsibility of the 
se Government. 
In the general field of retirement, etc.?__._-_-_-__-_-----~_~ 
B In the railroad retirement system ?________-___-~ 
XIX. are you satisfied with the present administration of the railroad retire- 


A.W ith its efficienc Se PEED OCT, OOS B cntiietand wsteittenr igri pastimes Spine an mci ot 
B. With its responsiveness to your organization, other parties, and the 


CBIGNOG) nick tino ae siiehiles-vncanteinicaabndle ils 
(Name) 


(Individuals or other represented who are 
covered by the Railroad Retirement Act) 
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APPENDIX 


Below dre listed all bills affecting the Railroad Retirement System which have 
been introduced in Congress since the passage of the 1951 amendments ; 


Bill number Sponsor Date Proposal 


H. R. 6228..| Mr. Rees Jan. 24,1952 | Provided a spouse’s benefit to a 65- 

year-old wife or dependent husband 

of a disability annuitant regardless 
of the age of the annuitant himself. 

H. R. 6924. .| Mrs. Kee Mar. 6, 1952 . Provide full retirement annuities 

after 30 years of service or at age 
60. 
. Reduce age requirement for a 
| spouse or surviving widow, wid- 
ow, widower, or parent from age 
65 to age 60. 

3. In computing annuities for prior 
service, use earnings period after 
1936 where more favorable, in- 
stead of the present base period | 
1924-31. 

H. R. 7038_.| Mr. Patten.....| Mar. 12,1952 | Same as H. R. 6924 : 
H. R. 8126...) Mr. Jonas June 9,1952 | 1. Define “monthly compensation” as | 3.1 
the average compensation paid to | 
an employee for his highest 5 con- 
secutive years of service up to the 
end of the year in which he at- 
tains age 65. | 

. Provide a flat $100 minimum re- 
tirement annuity. 

. Deny survivor annuities to wid- 

owers. 

. Reduce age for widow’s insurance 
annuity from 65 to 55. | 

. Permit a widow’s annuity to be 
less than she received as a spouse's 
annuity. 

Permit payment of a survivor an- 
nuity for any month during 
which the beneficiary works for 
an employer under the act or | 
earns $50 a month in employment 
covered under the Social Security 
Act. 

. Increase all “‘pensions’’ by 30 per- 
cent up to a maximum of $160. | 

Eliminate guaranty that benefits 
under the Railroad Retirement 
Act should be no less than they 
would be if they were payable 
under the Social Security Act. 

Mar. 6, 1952 Credit prior service without limita- | 1.75 
tion, eliminating present provi- | 
sion that only 30 years of total 
service can be credited when any 
s2rvice before 1937 is used in com- | 
puting the annuity. | 

Base average compensation attrib- 
utable to prior service on earnings 
after 1936. 

Mr. Van Zandt..| June 20,1952 | Strike last paragraph of sec. 3 (b) 
which eliminates payment of dual 
benefits by railroad retirement and 
socjal security for service prior to 
1936. Effective on enactment. 

H. R, 8371. .|.....do...........| Jume 26,1952 | Same as H. R. 8323 but effective Oct 

31, 1951. 
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III. STATEMENTS AND LETTERS 


RatLway LABor Executives’ ASsocration, 
September 12, 1952 
Hon. Paut H. Dove.as, P 
Chairman, Joint Committee on Railroad Retirement, 
United States Senate, Washington, D. C. 


Deak Senator Doveras: The railway labor organizations represented in the 
Railway Labor Executives’ Association have authorized and directed the associa. 
tion through us to submit on their behalf their answers to the questionnaire that 
has been sent them by the Joint Congressional Committee on Railroad Retire. 
ment. The answers attached hereto are the answers of the following 
organizations : 


Switchmen’s Union of North America 

The Order of Railroad Telegraphers 

American Train Dispatchers’ Association 

Railway Employes’ Department, A. F. of L. 

International Brotherhood of Boilermakers, Iron Ship Builders, and Helpers 
of America 

International Association of Machinists 

International Brotherhood of Blacksmiths, Drop Forgers, and Helpers 

Sheet Metal Workers’ International Association 

International Brotherhood of Electrical Workers 

Brotherhood of Railway Carmen of America 

International Brotherhood of Firemen and Oilers 

Brotherhood of Railway and Steamship Clerks, Freight Handlers, Express 
and Station Employes 

Brotherhood of Maintenance of Ways Employes 

Brotherhood of Railroad Signalmen of America 

National Organization Masters, Mates, and Pilots of America 

National Marine Engineers’ Beneficial Association 

International Longshoremen’s Association 

Hotel and Restaurant Employees and Bartenders International Union 

Railroad Yardmasters of America 

Brotherhood of Sleeping Car Porters 


As we pointed out at the hearings before the committee on August 5, the 1951 
amendments to the Railroad Retirement Act have been in operation for too brief 
a period for us to be able to make any real appraisal based on observance of 
actual operation. Also, the fifth triennial valuation of the Railroad Retirement 
Account is now being made but has not been completed. Pending the comple 
tion of this valuation we have very little more information concerning the finan- 
cial aspects of the system than was available when the 1951 amendments were 
under consideration. For these reasons we are not in a position at this time 
to make specific and concrete recommendations of any changes in the system 
Necessarily, also, the views expressed in the attached answers to the question- 
naire must be understood to be tentative and subject to revision in the light of 
future developments and the acquisition of information not now at hand. 

We regret that we cannot make more concrete and positive recommendations 
at this time. As you know, it is our continuing purpose to have the railroad 
retirement system provide the best possible benefits consistent with the mainte- 
nance of sound financing. If and when there is an adequate basis for conclud- 
ing that changes should be made in accordance with this purpose, we shall recom: 
mend them. At the present time we must confine ourselves to the general 
recommendation that for the time being the system be allowed to operate with: 
out further changes. 

Respectfully yours, 
G. B. Letenty, ; 
Chairman, Railway Labor Executives’ Association 


Lester P. SCHOENE, — 
Counsel, Railway Labor Executives’ Association 


“(For all organizations represented in Railway Labor Executives’ 
Association). 
ANSWER TO QUESTIONNAIRE 


Since in most instances our answers will require the attachment of additional 


sheets we are setting forth below our answers to the several questions, the 
answers being numbered to correspond to the questions. 
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PART I. FINANCING FEATURES 


I. When the 1951 amendments were under consideration the sentiment of 
railroad employees was very strongly against any increase in the tax rate. 
Consequently in the preparation of our recommended program we considered 
ourselves circumscribed by the requirement that such improvements in benefits 
as were possible must be achieved without any increase in the tax rate. We have 
found no indication of any change of sentiment in this respect. 

IJ. In our recommendations of amendments in 1951 we proposed an increase 
in the maximum taxable monthly earnings from $300 to $400. In support of 
that recommendation we pointed out that in relation to current earnings a $400 
maximum is lower than the $300 maximum was when it was adopted and that 
consequently even under a $400 maximum a smaller percentage of the total 
payroll would be taxed than was originally taxed under the $300 maximum. 
There has been no change of circumstances relevant to the validity of this recom- 
nendation. However, Congress did not see fit to adopt our recommendation 
last year and we would not at this time recommend the consideration of an 
amendment dealing with this subject alone. 

III. Our recommended program in 1951 included a $50 work clause correspond- 
ng to that then in effect under the social security system. This recommenda- 
tion was included with some reluctance and solely as a means of achieving 
avings that were considered necessary to permit making the improvements in 
benefits that we were recommending without departure from prudent financing. 
Since that time the permissible earnings under the social-security work clause 
have been increased to $75. We would not feel warranted in recommending a 
cause more stringent in this respect than that applicable under the social 
security system and a $75 work clause considerably reduces the savings as com- 
pared with a $50 work clause. We therefore recommend no change in this 
respect at this time. 

IV. There is evidence that the conclusive presumption of recovery from 
disability based on earnings of $75 a month in each of six consecutive months 
is hot operating very well to accomplish the desired purpose. In some instances 
it works undue hardship on the individuals and in others it may be abused 
through evasive devices. The objective should be to have some simple admin- 
istrable arrangement that encourages disabled employees to rehabilitate them- 
selves, restore their earning capacity, and resume their place in the labor force 


n the 
socia- 
e that 
cetire- 
owing 


lelpers 


xpress 


he 1951 instead of remaining on the retirements rolls. It is not proper that individuals 
00 pe who have substantially recovered their earning capacity should continue to draw 
‘ance 0 


retirement benefits. On the other hand, it is not proper that individuals who 
have not recovered substantial earning capacity should be deprived of their 
benefits by reason of their as yet unsuccessful efforts to do so. We have not 
teen able to evolve an arrangement that we could confidently recommend as a 
‘lution to the problem. Of the various arrangements that have been suggested 
we are inclined to the view that item D in the question (a $100 per month work 
clause up to age 65) offers the most hopeful approach but we are not sufficiently 
‘oulident that this is so to assume the responsibility of recommending it at this 
tme. We are hopeful that the committee’s investigations may shed such light 
on the problem as to permit a better judgment to be made. 

V. We have no reason at this time to recommend any change in this respect. 

VI. We have no reason at this time to recommend any change in this respect. 

Vil. The minimum guaranty of benefits not less than would have been re- 
ceived if the employee had been covered by the social security system was 
testored to the Railroad Retirement Act upon our recommendation in the 1951 
iliendments. We feel very definitely that it should be retained. With respect 
0 item C, we see no reason at this time for recommending any change in the 
Present method of applying the guaranty with respect to annuities reduced for 
telirement prior to attaining age 65. 

VII. No benefits now paid should be denied. 
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PART IT. LIBERALIZED BENEFITS 


ion . 

outives’ IX. Since any liberalization of henefits is necessarily associated with the 
Problem of prudent financing and since the current triennial valuation of the 
‘illroad Retirement Account has not been completed, we are not able at this 
time to determine what liberalizations of benefits can or should be made without 

ditional pairing the financial soundness of the system. 


tions, the “. die present method of determining the monthly compensation for prior 


frvice was originally adopted for several reasons: (1) Payrolls to verify the 
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actual prior service earnings for the entire period of creditable prior seryjce 
were in most instances unavailable. (2) The use of the 1924-31 period was 
considered generally more favorable to the employee than the actual prior. 
service earnings would have been since it eliminated both the depression years 
and the years of relatively lower wage rates prior to 1924. (3) Since no taxes 
were collected on prior service earnings it was considered desirable from the 
standpoint of cost determination to base the monthly compensation attributable 
to prior service on a past period as to which the cost would be ascertainable 
rather than upon unpredictable future earnings. The disparity between current 
wage rates and those prevailing in the 1924-31 period has caused some dis- 
satisfaction with the use of that base and it may be that the continuing validity 
of the reasons for its use under changed circumstances may some time require 
reexamination. However, we do not recommend any change in this respect at the 
present time. 
PART III. CHANGES IN ELIGIBILITY REQUIREMENTS 


XI. For the reasons pointed out in the answer to question IX with respect 
to liberalized benefits we are likewise unable to make any present determination 
with respect to changes in eligibility requirements. 

XII. We do not favor any change in the present law with respect to com- 
pulsory or encouraged retirement. 

XIII. Liberalization of the eligibility requirements for a spouse’s benefit raises 
the same financial problems as liberalization of eligibility requirements for 
other benefits or liberalization of benefits and for the same reasons we cannot 
at this time determine what, if any, changes should be made. 

XIV. The savings that might be realized from any of the suggested changes 
are not sufficient to warrant their consideration at this time. 


PART IV. GENERAL 


XV, XVI, and XVII. Since there has been insufficient experience with the 
operation of the 1951 amendments and since the current triennial valuation of 


the Railroad Retirement Account has not been completed, we are unable at this 
time to make any determination concerning the desirability of changes in benefits 
or in financing. The requested ranking of choices of liberalizing and financing 
methods is likewise impossible since the need for liberalization depends upon 
experience that we have not yet had and the method of financing would depend 
upon financing requirements which we do not yet know. 

XVIII. The proper role and responsibility of tne Federal Government in the 
general field of retirement would appear from experience to be evolutionary 
rather than static. We do not feel, therefore, that it is susceptible of such defini- 
tion as the question presupposes. Likewise the proper role of the Federal 
Government with respect to railroad retirement may require reexamination from 
time to time in light of any changes that may occur in the general field. For 
example, the railroad retirement system has always been predicated on the 
concept of self-sufficiency without dependence upon any Government contribu- 
tion. There is, however, a fairly widespread belief that there should be and will 
be a government contribution to the general social security system. Any de 
velopments along these lines would call for examination into the equitable require 
ments with respect to the railroad retirement system under the circumstances. 

XIX. On the whole we are satisfied with the present administration of the 
railroad retirement system by the Railroad Retirement Board. Its record for 
efficiency and economy is, to the best of our knowledge, excellent. There are 
occasions when the handling of a particular matter gives rise to complaint and 
we may tend to feel that the matter could have been handled better in some other 
way, but this is to be expected in a large agency with personnel of varying 
capacity and sensitivity. We have found the Board very cooperative with our 
organizations and always receptive to any suggestions for improving its admi- 
istration. 

G. B. Leienty, 
Chairman, Railway Labor Executives’ Association 
Lester P. SCHOENE, 
Counsel, Railway Labor Executives’ Association 
(For all organizations represented in Railway Labor Executives’ Association). 
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WASHINGTON 6, D. C., October 31, 1952. 
Hon, PAvL H. Dovueras, 


a. Chairman, Joint Committee on Railroad Retirement, 

ars Washington, D. C. , 

ixes Dear SENATOR DoucitAs: Some time ago I was requested by the four railway 

the operating brotherhoods to prepare for them a reply to the questionnaire dis- 

able tributed by your committee last August. For a number of reasons which are 

able touched upon in the attached report, it did not seem to me possible to give 

rent specific answers to the questions propounded in a form which would be useful. 

dis- My response to the request, therefore, took the form of a report to the organiza- 

\dity tions in Which I commented on rather than answered the various queries. 

juire It was my initial idea that the response to you would come directly from the 

t the organizations. However, I have now been asked by them to send the comments 
I have made directly to you, in order to save time and with the hope that they 
might be of some assistance to your work. 

To a degree even greater than is true for social security, anyone attempting to 
spect analyze the railroad retirement system is wholly dependent for data on the 
ation agency administering the system. There are several sources from which one 

may derive relevant data useful for the analysis of a system which applies to 
com- substantially all the gainfully occupied population—most notably, of course, 
the census data. But there are also valuable nongovernmental studies of various 
‘aises aspects of OASI. In the case of the railroad system, the Interstate Commerce 
s for Commission and the Railroad Retirement Board are the only sources of data; 
annot and, apart from payrolls, the Interstate Commerce Commission materials have 
wuite limited usefulness for social insurance purposes. The only two private 
anges studies of railroad retirement of which I have any knowledge have no bearing 
on present problems. 

There is a Substantial volume of currently uncompiled data which would be 
extremely useful in analyzing the railroad retirement operations. Some will 
normally be produced in connection with the fifth actuarial valuation; but some 

h the of it has never been put together so far as I know. The valuation itself, if pre- 
ion of dicated upon a single service table, may have limited use because there will be no 
it this way for anyone outside the Board to do more than speculate upon the reason- 
enefits ableness of certain alternative assumptions. As I indicated at the August hear- 
ancing ings, 1 hope to make some suggestions as to data which might be compiled. Any 

; upon effort to make suggestions, however, runs, for me, against the obstacle of lack 

lepend of knowledge as to what equipment is available and what are the alternative 
demands. The data essential for the valuation, of course, ought to come first. 

in the Aud there is no point in suggesting compilations if they cannot be made avail- 

jonary able before 1954, 

defini- If, however, the Railroad Retirement Board were to have access to and use of 

‘ederal electronic computing and tabulating equipment, the possibilities for speedy com- 

n from pilation of comprehensive data would be enormously increased. About a year 

1. For ago the electronic equipment of the Bureau of Standards was, I understand, 

on the used to a very limited degree, and a search for suitable governmental projects 

mntribu- was in active progress. If it should prove possible to use this equipment for a 

nd will few days, which your office might well be able to arrange, the area of practical 

Any de suggestion would be multiplied. 

require Respectfully submitted. 

stances. Murray W. LATIMER, 

: of a Industrial Relations Consultant. 
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ere are RePorT TO BROTHERHOOD OF LOCOMOTIVE ENGINEERS, BROTHERHOOD OF LOCOMOTIVE 

int and FIREMEN AND ENGINEMEN, ORDER OF RAILWAY CONDUCTORS, AND BROTHERHOOD 

ne other Or RAILROAD TRAINMEN, ON First QUESTIONNAIRE oF JoINT CONGRESSIONAL CoM- 
varying MITTEE ON RAILROAD RETIREMENT 

vith our ‘ 

; admin _ The questionnaire sent on August 19, 1952, to the various groups interested 
ane railroad retirement system is composed of 19 questions, most of which 
ane humerous subdivisions. These questions fall into five general groups: 

* a ~ (2) the concept of retirement; (3) increases in benefits by general 
~<a" formulas; (4) changes in age, service requirements, and other 

on eel ons precedent to eligibility for the receipt of annuities and survivor 

ation). eits; and (5) generalizations as to form of changes in benefits and as to 
lethods of financing, 


aan to me impossible, at the present time, to give a rational answer to 
“tof the questions. It is also true, in general, that the approach embodied 
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in the major part of the questionnaire can never be satisfactory since the char 
acter of the subject matter is such that fragmentation inevitably distorts. Any 
effort, therefore, to isolate single factors, as the questionnaire does, is bound. 
if respondents rashly attempt replies, to lead to sets of answers internally inco 
sistent and hence useless. 

In order to be as helpful as possible, I think it may be useful in this mem 
randum to make some preliminary comments on financing and underwriting 
and then to comment specifically on the questions to indicate why, in my judg 
ment, a definite answer is premature. 

The subject of the proper relation of the Federal Government to social! insur. 
ance institutions in general, and to federally sponsored systems in particular, 
is a very broad topic, involves many and difficult questions, largely unformulated, 
and none susceptible of definitive answer at this time. One small, though erucig), 
part of this complex of Federal-social-insurance-institutional relations is th 
question as to whether congressional policy should be that a condition precedent 
to approval of a federally sponsored institution should be the inclusion, in the 
basic legislation, of a schedule of taxes imposed on the potential beneficiaries 
and their employers, sufficient, with the investment yield on any accumulated 
reserves, to pay the benefits based on the covered employment, together with 
the expenses of administration, without resort to supplements from other sources 
A second question is what shall be done if, as has happened in the operation of 
every such institution, public or private (save those which make no definits 
benefit commitments), there occurs a disparity between assets and liabilities 

This first of the two questions is phrased thus narrowly because it is in this 
form that the Congress has dealt with it repeatedly. Insofar as the category 
of old-age and survivors insurance is concerned, the congressional answer seems 
to me clearly “yes”; and, further, that the taxes shall be divided equally hetween 
beneficiaries and their employers. 

Congress has not had occasion, in either action or reports, to indicate directly 
a policy in respect to the scope of its underwriting commitment on socia 
insurance obligations. But, by inference, I think there cannot be much doubt 
what the policy is: The Federal Government will not undertake to make good 
from general revenues and, conversely, the general revenues will not gain from 
the inevitable deviations between liabilities and assets under a fixed set of 
benefits and taxes. These policies, if continued, mean that an error of estimate 
as to proper tax levels in 1952 (except as regards railroad retirement and social 
security, a possible interchange referred to hereinafter as the social security 
differential) will be rectified by actions confined to the area within which the 
employment gives rise to benefit credits and tax liability. 

If the error fixes the tax too high, either future beneficiaries will get more or 
future taxpayers, both confined to the affected employment area, will pay less 
If the error fixes the tax too low, either the beneficiaries must get less or the 
taxpayers suffer an increase. To say only this much leaves many problems 
But if these are the congressional policies, they ought to be stated bluntly, and 
faced. There is nothing in the character of social insurance which is calculated 
to make the consequences of delay less harmful than in other fields. This is 
particularly true, it seems to me, of the present situation. 

There are other matters relating to finance to which reference is appropriate 
in these preliminary observations. First, the 1951 amendments introduced for 
feitures as a basic part of the financial support for the railroad retirement 
system. Previously the rate of employee exit from covered employment for 
reasons other than death or retirement on annuity was a relatively minor matter: 
under the 1951 amendments forfeitures have become a condition of solvency 
This fact has enormously increased instability; no other magnitude involved 
in the system can change so fast over short periods of time. The fifth valuation 
results will be influenced in no small degree by the selection of the period in 
which the experience as to withdrawals is measured. 

In previous valuations the level of the rate of disability retirement did no! 
significantly influence over-all valuation results; acceleration of benefits Was 
offset by shortened life expectancy and (in the fourth valuation) by annuities 
smaller in amount than those payable for age. In the fourth valuation, however, 
experience with occupational disability was derived from too brief a period to be 
significant. Recent developments seem to indicate that whatever the conditie® 
which may give rise to the award of an annuity under section 2 (a) (4) of the 
Retirement Act, the adjective “disabling,” in any sense known to me, is, in some 
cases at least, no longer descriptive. To the degree that the previous connet tion 
between disability and retirement on full annuity has been broken, a retiremen' 
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‘har- process which has hitherto acted as an underwriting hedge has ceased to operate, 
Any and rather may have been transformed into simple accelerated retirement. 
und, These factors are emphasized here because they ought to come into sharp focus 
1cOn- in the fifth valuation and will require important decisions entailing wholly new 
standards of judgment related to highly complex variables; the decisions cannot 
emo- pe judged unless accompanied by the results flowing from choice of other equally 
‘iting suitable periods as the basis for the measurements. 
judg- One other financial matter needs to be referred to—the social-security differen- 
tial. A brief review of the history of this differential may not be inappropriate. 
nsur- The financing of the Railroad Retirement Act of 1937 was predicated upon the 
‘ular, tax levied under the Carriers’ Taxing Act, which was intended to be sufficient, 
lated, with interest on the expected reserve accumulations, to provide for the benefits 
ucial, and costs of administration of the system, except for a social-security differential 
s the roughly comparable to that which was included in the Railroad Retirement Act 
edent amendments of 1951. The hearings before the congressional committees on the 
n the 1987 act make no reference to this differential. It was thought most important 
aries at that time to avoid any reference in the hearings before the Ways and Means 
ated Committee to the benefits to be provided under the Retirement Act and in the 
with hearings on the Retirement Act to avoid any reference to taxes. There were 
arces some such references in both committees; in the preparation of the record for 
on of printing these were substantially eliminated. Had there been any discussion 
finite of the differential, it probably would have occurred in my testimony, since I had 
lities injected the subject in the discussions between the representatives of railroad 
n this managements and labor and had brought the problem to the attention of the 
egory Social Security Board. So far as I can now recall, the social-security differ- 
seems ential was not mentioned because there was no way to describe it without making 
tween clear the intimate link between the Retirement and Taxing Acts which all con- 
cerned deemed unmentionable. The Railroad Retirement Act of 1937 and the 
rectly substantially concurrent Carriers’ Taxing Act, taken together, contained what 
socia was intended to be a measure of the social-security differential. Thus, section 
doubt 15 (d) of the Retirement Act provided that the reports of the actuarial valua- 
. good tions to be were to contain an estimate of the reduction in liabilities under 
from title II of the Social Security Act. The Secretary of the Treasury, at intervals 
set of of not longer than 3 years, was to estimate the reduction in the amount of taxes 
timate collected under title VIII of the Social Security Act by reason of the exclusion 
social therefrom of individuals covered under the Carriers’ Taxing Act (sec. 9 (b)). 
curity The Railroad Retirement Board understood the direction in the Railroad 
eh the Retirement Act to relate to the original Social Security Act; by the time the 
first valuation was begun, the 1939 amendments had made the original pro- 
ore or visions obsolete. The direction to the Secretary of the Treasury was dropped, 
y less. I believe, in the 1939 codification of internal revenue laws; at any rate, it is not 
or the how part of the Railroad Retirement Taxing Act. 
blems While the settlement of the social security differential incorporated in the 
y, and 19%1 Retirement Act amendments differs from that originally contemplated 
ulated and is, in form, retrospective, a proper valuation must, of course, take it into 
This is account prospectively. 

Measurement of the differential raises a number of important questions of 
ypriate method. On some of these I shall have some commen: in a later memorandun: : 
od for- one = may be worth mentioning now because it involves concept as well 2s 
rement mnethod. 
mt for In 1937, and in the method of actuarial estimate recently used, the social 
atter ; security differential is the excess of (i) the present value of the increase in 
lyency social security benefits which would become (or have become) payable under 
volved title IT if the exclusion of Railroad Retirement Act coverage had been eliminated 
Juation as of January 1, 1937, over (ii) the present value of the taxes payable under 
riod in past and current tax schedule in the Federal Insurance Contributions Act and 

its predecessor. In 1937, when the first attempt at measuring the differential 
lid not Was made, there was perhaps no better alternative. But as the recent amend- 
ts was ments to the Social Security Act have made clear, the assumption that the cost 
nuities side is to be measured by the tax schedule would lead to quite peculiar results. 
ywever, Consider, for example, what the situation was without the social security 
dd to be imendments of 1950; these amendments are said to have reduced the net cost 
ndition of the Railroad Retirement Act by 0.33 percent of the covered railroad payroll. 
of the is was a net figure in which the major factor, I have no doubt, was a larger 
n some social security differential resulting from (under the assumption followed) the 
nection inerease in social security benefits without any change in the tax schedule. 


rement 
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The tax schedule did not require changing because, since the estimates for the 
1950 amendments were prepared, the wage level shifted so that the estimated 
level cost for the new and higher benefits was no higher in relation to payrol! 
in fact, slightly lower—than the corresponding cost as finally estimated for the 
1950 amendments. 

Under existing Congressional policy it is to be assumed that taxes wil! be no 
higher than is required for support of the benefits. Therefore, without the 1952 
Social Security Act amendments, the social security tax schedule was too hig; 
If the tax schedule had been set so as not to exceed the level cost, the 
security differential (by the Railroad Retirement Board or any other estimat 
would necessarily have been substantially greater than it was reported to be, for 
the present value of future taxes was overstated. If the tendency for 
security to lag behind upward movements of wages continues, a differen 
favor of the railroad retirement fund will be understated by present metho 

The present social security tax schedule is based on an estimate of cost arrived 
at after examining the level premium costs (expressed as percentages of p l 
predicated upon two sets of factors which might rationally be expected, unde: 
certain conditions, to occur in combination and to produce a relatively low level 
of costs on the one hand and a relatively high level on the other. The t 
schedule is set primarily with reference to assumptions which fixed lev: 
at a point about midway between the high and low estimates; that is, taxes on 
the one hand and benefits and administrative expenses on the other are in balance 
if, on such assumptions, the present value of the tax schedule is the equivalent 
of the level cost percentage properly adjusted for existing reserve accumulations 
After the 1952 amendments the present value of the tax schedule under these 
intermediate assumptions, with future tax receipts discounted at 244 percent per 
annum compounded annually, would have been equivalent to a flat percentage 
of 5.83 percent of payroll. The level premium cost—that is, the present value 
(again assuming 2% percent interest) of benefits and administrative expenses 
less the reserve accumulation, equated to the present value of the base used for 
the tax values—was 5.85 percent of payroll. At interest earnings on reserves 
of as much as 2% percent—perhaps 2.3 percent—the 0,02 percent theoretical 
deficiency would disappear. 

However, the level cost of title II benefits is, say, 644 percent rather than 5.85 
percent of payroll. This could happen, of course, without changing in any way 
the present values of social security benefits to railway employees. Until! the 
social security tax schedule is adjusted there would appear to be a social security 
differential of 0.65 percent of railroad payrolls which would not come into 
existence unless and until Congress will have changed what is now the stated 
policy. Without a clear change in policy it would certainly be dangerous to 
count on a differential arising from inevitable errors of estimate; and it is 
unlikely that the magnitude of the social security differential, however estimated, 
will be as large as the “standard error” of the basic social security tax rate 

It is also relevant to point out in this connection that, first, if the “probable 
error” of estimate for the social security and railroad systems had the same 
relative magnitude in relation to the presently estimated level costs, the absolute 
magnitude of the “error” in the railroad estimates is about twice as great as in 
social security ; and, second, the differences in the size of the two groups involved 
increases substantially the size of the unavoidable railroad “error” in comparison 
to that of social security. These first two observations relate to technical con- 
siderations concerning which there will be no dissent from competent observers. 

Given the assumptions that the latest level cost percentage for the railroad 
retirement system is “intermediate” in the sense of the intermediate estimates for 
title II benefits, and that for both systems the standard error of the level cost 
estimate is 10 percent of the intermediate figure, it would follow that the chances 
of the railroad costs exceeding the estimate would be about four times as great 
as the chances that the intermediate estimate for social security will be exceeded. 
I know of no way to test the correctness of these assumptions ; but they are, It 
seems to me, prima facie reasonable. But there can be no doubt whatever that 
if the cost of the railroad system turns out to be larger than the present tas 
rate, the social security differential cannot under any conditions whatever cove! 
more than a minor part of the excess. 

It is finally to be noted that it is far from certain that the differentia! will turn 
out to be in favor of the railroad system. If the differential is (for railroad 
retirement) negative, a general increase in social security benefits which does 
not affect relative costs of the several classes of benefits would increase the 
negative differential. Generally speaking, so long as full employment continues, 
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the method here suggested would probably favor the Railroad Retirement Ac- 


count, since there would be a fairly continuous fall in the level costs of social 
security. Thus Mr, Myers’ calculations (Social Security Bulletin, March 1952, 
p. 15) showed a differential against railroad retirement of 0.12 percent; the 
method suggested here would have indicated (assuming the whole tax schedule 


to have been adjusted in equal ratio) a favorable differential of about 0.29. The 
1952 Social Seeurity Act amendments increased the social-security values for 
career railroad workers by 0.33 percent of railroad covered payrolls but raised 
level social security costs by 0.41 percent of any level covered payroll. I have 
seen the 0.33 percent figure only in the letter transmitting the questionnaire; I 
should suppose the 1952 amendments must have increased the costs of Railroad 
Retirement Act minima so that the “differential” may be larger than the net 
cost reduction. However, taking the 0.33 percent as the increase in benefit values, 
the differential measured as here suggested would have been diminished by the 
1952 Social Security Act amendments under either the railroad retirement or 
the Myers’ estimate by 0.08 percent of covered railroad payrolls, the latter being 
assumed constant in perpetuity. Under either estimate the differential currently 
favors the railroad retirement system. 

If the present value of benefits in the future is deliberately set above the value 
of taxes, i. e., if a subsidy element is introduced, the present method of calculat- 
ing the differential would become appropriate since otherwise the railroad sys- 
tem would fail to receive a proper proportion of the subsidy. I would suppose it 
reasonable to assume that subsidies will not exist except through conscious 
change in congressional policy. 

This memorandum has dealt first of all with financing to point to these 
conclusions : 

1. Congressional policy with respect to the sources of revenue for Federal 
old-age and survivors insurance systems has been thoroughly settled. Any dis- 
cussion in this field which is predicated on an assumption other than that ben- 
efits must be such as will be supported by scheduled payroll taxes will serve 
ho good purpose, 

2. The 1951 Railroad Retirement Act amendments introduced two new cost 
factors of great importance. In one of these—the rate of coverage termination 
before 120 months of credited service—experience from year to year has prob- 
ably shown substantial variation. Any new estimate of cost can be evaluated 
only against a background of knowledge of the effect of variations in the magni- 
tude of the termination factor. 

8. The second new factor (insofar as the official valuations are concerned) is 
the social security differential. While, assuming the factors used to be correct, 
its magnitude may have been understated in the calculations of last year, it 
needs to be explored much more thoroughly. But I have no hesitation in assert- 
ing flatly that the differential cannot, now or ever, yield any substantial financial 
benefits to the railroad system; and it may have the opposite effect. 

4. Experience with occupational disability retirements was too brief to be 
significant when the fourth valuation was made. There are some indications 
that this type of disability may be a positive rather than a neutral cost factor, 
as Was previously true for permanent and total disability. 

5. Since a valuation of the railroad retirement system is currently under- 
way, there is not much to be gained by trying to guess what the outcome will 
be, particularly in view of the new factors introduced for the first time. 

6. While it is unwise now to try to answer specific questions relating to changes 
in the Retirement Act, it may be of some use to comment briefly on some of the 
questions, 

COMMENT ON SPECIFIC QUESTIONS 


Ishall quote or paraphrase no more of any question than is needed to make the 
content clear, 

I. Shall taxes under the Railroad Retirement Taxing Act be increased? 

No further comment seems necessary. 

II. Shall the tax base be raised from $300 to $350 ($400 and $500 in sub- 
questions) per month? 

Comment.—The question is incomplete; I assume that the present annuity 
rate applicable to compensation in excess of $150 per month is to be extended to 
additional base compensation, and that any such added compensation will be 
credited only in the future. A note specifies that the cost will be about 8.3 
Percent of the added covered payroll, whether $400, $600, or $800 million. This 
Cost Was presumably intended as part of an aggregate estimate and it is merely 
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the average normal cost percentage. As part of an aggregate the estimate woul 
be reasonable. Taken in isolation for the purpose of passing judgment on specifie 
proposals, the estimate has, in my judgment, a negative value. 

Raising the limit on creditable compensation is an action which now applies to 
only part of the total railroad population ; the affected part is now average. The 
characteristics as regards the major cost factors of the railroad population set 
apart by monthly compensation of $400 to $500 a month would one may be sure, 
be quite different from that part of the population with compensation from $300 
to $350. While differences between the groups may cancel out, it would be aston. 
ishing in the extreme if each group were found to have an identical level per. 
centage cost. Moreover, this uniform percentage cost, even if based on factors 
which exactly balanced each other with respect to normal costs, could hardly 
apply to the current population. For that result the normal cost for each of 
the three segments of the population specified in the question must be lower than 
the average normal by exactly enough to offset the necessarily higher-than- 
entrance age; for despite the absence of prior service credits an accrued liability 
would exist. No such series of remarkable coincidences as is implied by these 
estimates has occurred in any fiction known to me. 

Contrary to what is set down as an estimate, I would think it quite within the 
range of possibility that an increase in the tax base might cost more than the 
revenue produced. In particular, the added benefits for train and engine service 
groups might have a higher worth than the value of the taxes of both employers 
and employees. However that may be, a decision on the facts is not attainable; 
and it is to be questioned whether any facts would suffice to reconcile those 
affected to a larger tax at this time. 

Finally, I would think it not unimportant to consider the impact of a change 
in tax and benefit base on the supplemental plans maintained by many carriers, 

III. Should the Railroad Retirement Act provide that no age retirement an- 
nuity be paid for any month in which an age annuitant earns more than $75 (or 
some specified alternative amount) in all (or nonrailroad) employment? 

Comment.—In the Railroad Retirement Acts of 1984 and 1935 there were no 
work clauses. For the purposes of paying an annuity the fact that an employee 
had retired from the railroad industry was to be sufficient. The original version 
of what became of the Railroad Retirement Act of 19387 included, as a condition 
precedent to the award of an annunity, a requirement that the applicant should 
have “ceased to engage in regular employment for hire.” Further, the annuity 
was not to be paid with respect to any calendar months in which an annuitant 
engaged in “regular employment for hire.” This requirement had been elimi- 
nated from the bills on which hearings were held on the ground, as I remember, 
that so drastic a limitation on postretirement activity was neither enforcible nor 
desirable. The requirement that a person who arrived at retirement age when 
employed outside the industry should retire was introduced after the hearings 
because (if my memory is correct) of Treasury insistence. There were estimates 
made as to the effect of these changes. My recollection is that the original 
provision was the main basis for assuming a retirement age of 70 for healthy 
lives; I have an old note, unfortunately not very clear, which implies that the 
addition of the “last employer” provision was estimated to produce a saving of 
about 0.8 percent of payroll. This was, I think, about 75 or 80 percent of the 
estimated increase resulting from elimination of the requirement of ceasing 
regular employment for hire. , 

Generally speaking, work clauses in plans for the retirement of employees are 
undesirable; for their presence implies that, in the usual meaning of the word, 
“retirement” is a false label. This observation cannot be applied to a system 
having coverage as broad as that of social security; there a work clause is the 
only practicable basis by which to determine whether retirement has occurred. 
Such a concept is unnecessary for the railroad industry. 

In the railroad industry a work clause for age retirement might conceivably 
be appropriate for cost reasons or because of social security relationships. These 
are not now to be prejudged. A note in the schedule states that a $75 work 
clause as regards nonrailroad employment would save $45 million a year (about 
0.92 percent of payroll). This is about 11.5 percent of the level cost for age 
retirement and spouses’ annuities. Assuming the percentage to be applicable 
currently, and equally to all levels of annuity amounts, this implies over 21,000 
age annuitants to be presently employed. Such a number seems large even for 
the present time and further implies the permanence of existing high employ- 
ment levels. 
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Che rationale of the cost estimate probably runs in terms of the effect of a 
work clause on the rate of retirement; that is, the work clause will serve to 
discourage retirements which would otherwise occur. The estimate strikes me 
as high even if the delay in retirement would not increase the ultimate annuity. 
Since the 1951 amendments the normal cost percentage, which accounts for 
more than half the cost, must reflect the increased annuities (on fourth yalua- 
tion salary scales, higher by a ratio greater than the increase in service) 
resulting from all service after 65. In the first 10 months after the 1951 amend- 
ments became effective, about 43 percent of the full age annuities were based 
on less than 30 years of service. Therefore, even now delayed retirement will 
save a good deal less than seemed indicated in the pre-1951 estimates. 

I know of no evidence which would, in any event, indicate that, even today, a 
work clause has the effect implied to it by the cost estimate quoted. 

IV. Shall the quasi work clause now provided for disability retirement be 
eliminated, or changed to a work clause in the usual sense with the earnings 
limit fixed at $75 (alternatively $100 or $125 per month) ? 

Comment.—There was no monetary work clause among the disability pro- 
visions in the 1987 act. The “quasi work” clause in the 1946 amendments was 
thought to be desirable because of the extension of the definition of disability 
to classify as “disabled” individuals who, while disqualified for their regular 
work, Were not incapacitated for all kinds of jobs. 

This question implies to me the existence of some opinion that there are 
difficulties with the present disability provisions which might be remedied by a 
proper work clause. Such evidence as is available suggests that the disability 
provisions are not working properly, but I would think the difficulty is much 
deeper than the work clause. The evidence given on behalf of the Board at the 
joint Committee hearings in August seems to point to the adoption of some 
fantastic definition of disability. If the record there presented is, as seems 
implied, representative, the AMA will not in this century suffer from lack of 
hair-raising support for its allegations as to the results of the so-called socialized 
medicine, 

V.—A. Shall annuities be paid for months in which the annuitant returns to 
the service of his last employer (if not an “employer” under the act) ? 

B. Shall local labor organizations be excluded in application of the rule 
suspending annuities for months of employer service? 

(, Shall “lodges or private associations” other than local labor organizations 
be excluded from similar application of the last employer rule? 

Comment.—Questions B and C apply to a small segment of the problems arising 
in connection with the concept of retirement. Question A is basic. The 1937 
estimate of the saving made by introduction of the last employer rule was, 
apparently, about 0.8 percent of payroll. This estimate was undoubtedly far too 
high. The current estimate—presumably simply the increased cost resulting 
from the assumption that withdrawal annuities are to be deferred to 65 rather 
than 66—is not to be relied upon as a guide for a question focused on the par- 
ticular point. If withdrawal annuities are to be payable to employees who 
attain age 65, irrespective of whether employment at the then current job con- 
tinnes, the cost factor for the future is probably to be given much greater weight 
than is here indicated; and the question of equality of treatment of those who 
remain in railroad service until retirement in comparison to those who leave is 
to be taken into account. The possibility of maintaining the solvency of the 
system without impairing the future level of benefits for those who remain in 
railroad service until retirement for age or unquestionable disability is, in my 
judgment, dependent upon the scale of future withdrawal benefits. After casually 
pouring the withdrawal benefits of several million former (and present) em- 
ployees down the drain, it would seem ironic to consider increases in others. 

VI. Shall the work clause applicable to survivor benefits be retained as is, 
modified as to amount, or eliminated ? 

Comment.—Survivor benefits presently payable under the Railroad Retire- 
ment Act are, and for some years to come will be, for all practical purposes, the 
same as would be payable if railroad compensation had been wages under title 
II of the Social Security Act. This question is part, perhaps a minor part, of 
the whole problem of interrelation between the Railroad Retirement and Social 
Security Acts. I think it inadvisable at this stage to deal with that problem in 
small pieces, 

VII. Should the guaranty that the railroad annuity be not less than that pay- 
able under the Social Security Act under analogous conditions be retained, elimi- 
hited. or modified as regards pre-65 age annuities? 
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Comment.—Though the question is not clear, I assume it to apply to both 
employee and survivor annuities, and that savings from elimination of the pro- 
vision would come mainly from the immediate reduction of survivor annuities. 
An aggregate cost figure for the minima in both categories adds but infin 'tesi. 
mally to the sum of existing human knowledge. Anyway, no issue is likely to 
be solved by even the most industrious pecking at the faint outline of its edge, 

VIII. Shall some benefits be eliminated from the act? 

Comment.—The question is worded “shall some benefits * * * be denied” 
Unless “denied” is intended to have the effect of my paraphrase I do not under. 
stand this question; for in what I have thus far supposed to be universal svcial- 
insurance usage, a benefit is to be denied only when the requisite statutory ele. 
ments of entitlement are absent. Although the question is not so limited, it is 
presumably not intended to suggest that employee annuities be wiped out. Except 
for perhaps the occupational disability provisions, the question in effect relates 
to survivor and spouses’ benefits which bulk large in any analysis of proper 
interrelations between the Social Security and Railroad Retirement Acts. Thus, 
this question is mainly another aspect of the problem touched on in the preceding 
two. 

IX. Shall some or all benefits be increased, by what method, and by how much? 

Comment.—The question of whether it is possible, with due regard to solvency 
of the Railroad Retirement Account, to increase benefits is one which, in my 
judgment, cannot now be answered. I will not hesitate to say, however, that 
under any assumptions as to cost factors based on the trend of the experience of 
any 5 of the past 15 years, across-the-board increases in benefits are impossible 
on the basis of present taxes and gross fund assets. 

X. Shall the period of time in which a railroad employee's average compensa- 
tion shall be calculated for determining his annuity be changed to— 

(a) 5 years of highest earnings, or 

(b) 5 consecutive years of highest earnings, or 
(c) period since 1936, or 

(7) whole period of service? 

Comment.—A change in the annuity compensation base has the attrictive 
feature of offering a method of increasing annuity amounts without necessarily 
making the commitment in perpetuity implied by a change in the accrual rate 
Unfortunately, a change in base does not automatically deflate an accrual rate 
commitment already given. 

A change to some form of highest earnings base would not, without more, 
increase the annuity of employees who, in all the months now relevant, have 
received the maximum creditable compensation. The greater the disparity be 
tween the career average and the highest-years-hase average, the greater will he 
the relative increase in annuity—a generalization subject to a probably minor 
reservation because of the steps in the accrual rates. 

The fourth valuation salary scales indicated that a change in compensation 
base from career to the highest 5 years (the scales as published cannot be used 
to distinguish between the highest 5 years and the highest five consecutive years) 
would increase future annuity accruals by probably not more than 5 percent. 
For service which is now past, the average increase would be substantial. 

The level of compensation of train and engine service employees has been such 
that they would share in the increase for service now past to a less-than-averice 
degree, For the future, this would not be of much consequence and there might 
be compensating advantages. 

For the past, however, train and engine service employees would share in the 
increased annuities resulting from a change in base to so small a degree as 
to make it, under existing conditions, definitely against their interests. 

I have computed the annuities under the present formula for employees it 
several occupation groups whose compensation (i) in the period 1937-50 was t! 
average for those employees who worked 12 months, and (ii) in the period 
1924-31 was the average for regular service in the same occupations as show! 
in the Federal Coordinator of Transportation’s Study of Annual Farnings of 
Railroad Employees, 1924-33. I then computed the annuities using the same 
accrual rates but the average compensation in the 5 years 1946-50. The in 
crease resulting from the change of base I related to the total average compensi- 
tion 1937-50. A similar process was followed for an employee whose earninss 
were exactly the same as the average for all employees from the above sources. 
The following tabulation shows how far short nine of the train and engine service 
groups fall short of the average gain, assuming retirement at 65 after 21, ~9 
and 30 years or more of service on January 1, 1951. 
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Percentage by which specified occupational groups would fail to equal average 
increase (relative to tarable compensation) in annuities resulting from change 
from present to highest 5-year compensation base 





| Years of continu- 
ous service! on 
retirement at 65 
on January 1, 












} 1951 
21 2 | 30 
Outside hostlers................. Sith ieee AIS eS ie ene 2} 2 | 4 
Bond ach See MOO iio ire ton patmnndnnemieaman'stcentes 51, 56 | 55 
Road brakemen and flagmen....--_.... Gains bctaaatlchiiane tem alae i 20; 20] 23 
Yard conductors and firemen.......................-.-. : : 29} 29 | 29 
Yard breeeeay Gina SEONG. 2... 5 <i dock ccc ce ce és ‘ pihsilias 20 19 20 
R Se Cr I a ng, wcancsnblndi wtgeddietemnin bcanibedhinaienn piu 69 70 67 
Vard CiMIOGre GG TGEGPTBOR . 0 8. on cnn cesenncnsnccenccacsececess : 41 40 39 
R i gadisunacndddlasstieccelacophocdnaipeinatandiiee ; 31 32 30 
Yard firemen and helpers. ......................... sinclar a lacaclisant bhessbtae Stain beteiaheiacel 14 14 13 


Service in each month at the average compensation for the group was assumed, 


The extent to which short time has affected these occupations more or less 
than the average—and the differing extent to which exclusions from divisors 
nonths in which no work was performed produces full-time equivalent aver- 
s—make these data approximations. But as to the general accuracy of the 
iparison I think there can be no question. 

It is finally to be noted that a change in compensation base would apparently 
idd but little to cost. Whether the cost estimate given applies to present annui- 
auts is not indicated, and I have not made the calculations necessary to find out. 








] 


In any event the cost would appear low because the normal cost percentage is 
fted by 5 percent or less; only interest on the major part of the increase in 
benefit values is included as a part of the level cost percentage. If a plausible 


n 





hod of capitalizing inflation at 3 percent can be concocted for similar applica- 
tion to normal costs, the financial problems of the railroad retirement system 
will doubtless have been solved, at least on paper. 

XI. Shall full annuities be payable upon retirement after 30 years of service 
at age 60 (or irrespective of age) ? 

3. Should the age for beginning annuities to aged survivors be lowered to 60 
or 55, or eliminated ? 

C. Should the employment relation provisions of the 1937 act be revived? 

I). Should the occupational disability benefits qualification requirements omit 
ninimum service or age specifications? 

Comment.—The cost figures relating to pre-65 retirement are presented with- 
ont any indication of the underlying assumptions. Cost figures in this area 
contain more than the usual proportion of speculation since there never has 
been and, in view of foreseeable trends, there is never likely to be any satisfac- 
tory way of forecasting what proportion of any given group will take advantage 
of an opportunity to retire early. The factors involved are complex and involve 
primarily the relative opportunities for new employment of middle-aged workers 
within and without the railroad industry. There are, moreover, important 
factors other than probable direct cost involved in decisions on this point. Basie 
to this whole problem is the question whether, in fact, acceleration of retirement 
opens job opportunities. I suspect, although relevant figures are hard to come 
by, that speeding up retirement would not in any event create many job openings 

nd the existing payroll taxes would destroy more. However that may be, as in 
other cases, no good purpose would be served by selecting this particular segment 
for discussion without regard to the whole gamut of problems of which realistic 
analysis is not now applicable. 

The proposal to eliminate the age requirement for widows’ and parents’ an- 
huities would, if adopted, multiply insurance in force several times over. Since 
social security has not and (unless private insurance is to be destroyed) will 
not have any such provision, one result would be to increase enormously the 
ittractiveness of railroad employment among persons who have had as much as 
‘or 8 years of railroad service who are in poor health. The disability provisions 
have some such effect, but to a far lesser extent. I doubt if the cost estimate 
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adequately reflects the adverse selection; and it would leave out the cost of the 
adverse selection on the personnel side. To a lesser extent, any proposal t, 
increase the insurance element would tend to produce these adverse effects 

Presumably any action looking to resurrection of the employment relation pro 
visions of the 1937 act would be taken only after a showing of injustice res 
from the 1946 amendments. Perhaps such a showing has been made, but | 
not familiar with it. I find it impossible to conceive of an inequity in that « 
nection remotely comparable to the enforced forfeiture of tax-paid annu 
embodied in the 1951 amendments, 

I should think it urgent, before any question of expanding the present occ) 
pational disability benefits is considered, to ascertain precisely what conditions 
have thus far been so labeled. 

A final specific subquestion, as phrased, deals with a matter of administration 
If this is what is intended, I can only speculate that it has some relation to the 
difficulty of securing adequate physical examinations as a basis for proper ai 
judieation. While I appreciate that pressure on the time of physicians every 
where has probably resulted in delays in the processing of disability claims, my 
experience would lead me to urge strongly that there be no dilution of precise and 
strict standards either as to what constitutes proof of disability or as to what 
conditions are permanently and totally disabling. Perhaps a maior fact to be 
ascertained is whether “return to” would be a more appropriate expression than 
“no dilution of.” 

XII. Shall compulsory retirement at 65 (68 or 70) be instituted ? 

Comment.—No cost estimate accompanies this question. There would, of 
course, be a cost since adoption of compulsory retirement at 70 or lower would 
produce retirements earlier than those occurring presently. Although I sup 
ported in good conscience the compulsory retirement provision of the Railroad 
Retirement Act of 1984, I have for some years regarded my views on that poin: 
as in error. I do not believe that it would be possible to show that a requir 
ment that all railroad workers over 65 or 68 or 70 be retired would strengthen 
or improve interstate commerce; and even if such a showing could be mac 
seems to me that the exercise by the United States of power to prohibit some 
of its citizens from pursuing their regular means of livelihood merely because 
of having attained a certain age might well have the most undesirable conse 
quences. I doubt if social insurance institutions will long endure if, instead of 
protecting the elderly individuals coming within their scope, they become instru- 
ments of compulsion. 

In view of current demographic trends T should think if much more appro 
priate to ask what contribution retirement systems could make toward con- 
tinued employment of elderly workers than to suggest the use of such systems 
to prevent some individuals from performing their accustomed tasks. 

XIII. Should the age or other eligibility conditions for the spouse’s annuity 
be changed so that more spouses can become entitled ? 

Comment.—This question is important beyond its own scope because it has 
implications for widow's benefits ; it seems to me unlikely that the spouse’s sup 
plements will ever be paid at 60 when widows without children must wait until 
65 before becoming qualified. Here again one question leads to many more 

XIV. Should there be some contraction of the clauses entitled to the insurance 
lump sum ? 

Comment.—The question deals with what is, and ought to remain, a fringe 
issue. Consideration is reasonably to be deferred to such time as the major 
bases of the railroad retirement system are settled. 

The remaining questions deal principally with generalizations as to various 
ways of approaching the matters concerning which specific questions have 
previously been directed. In this area I think it even harder to generalize than 
to be specific. <A final question in this category, with space for two-line an- 
swers, requests an opinion as to the “proper role and responsibility of the 
Federal Government” with respect to the “general field of retirement, etc., 
and specifically for the railroad system. Without being unduly modest, my 
powers of condensation are and always will be submicroscopic in relation to 
the gigantic task of answering on three lines. 
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MEMORANDUM IN RESPONSE TO QUESTIONNAIRE, FROM THE ASSOCIATION OF 
AMERICAN RAILROADS 
1ares 

ihe railroads are unalterably opposed to any increase in the taxes now imposed 
for the support of the railroad retirement system, either directly by an increase 
in the tax rate or indirectly by an increase in the tax base. They can see no 
nossible justification for increasing their retirement taxes by one means or 
another when those taxes are already so much higher than the corresponding 
taxes paid by other industries, including their strongest competitors. 

The tax now imposed for the support of the railroad retirement system is 1214 
percent of the taxable payroll—6%4 percent on the employers and 6% percent on 
the employees. The taxable payroll consists of the wages of each employee not 
in excess of $300 in any calendar month. In striking contrast, the tax now im- 
osed for the support of the old-age and survivors insurance feature of the Social 
security Act is only 3 percent of the taxab'e payroll—1'%4 percent each on em- 
ployers and employees. The taxable payroll consists of the wages of each em- 
viovee not in excess of $3,600 in any calendar year. The railroad retirement tax 
has already reached the maximum now provided by law, whereas the social 
security tax has not. However, even if the latter tax is permitted to go up 
gradually as now scheduled, it will not reach its maximum of 6144 percent—3\4 
percent each on employers and emp'oyees—until 1970, and even then will be 
harely more than one-half the rate already imposed on the railroads for the sup- 
port of railroad retirement. 

Under these circumstances, it seems almost fantastic to suggest an increase 
n the tax on the railroads for retirement purposes. Not only are their taxes 
for such purposes actually four times as high as those now being paid for similar 
purposes by other employers, but relatively, the difference is even greater than 
that. This is due to the fact that in the railroad industry the payroll absorbs a 
much larger part of the gross revenues than is true in the case of industry in 
general, In 1949, for example, the railroad payroll equaled 51.5 percent of total 
railroad revenues, whereas for all manufacturing industries the payroll amounted 
to only 21 percent of their gross revenues from sales of products. Thus, for the 
manufacturing industry as a whole the payroll tax of 314 percent represents 
a tax of only about 0.5 percent on gross revenues, whereas a payroll tax of 614 
percent on the railroads amounts to over 8 percent of their revenues. In other 
words, While actually only a little over four times as great, the railroad tax bears 
about 10 times as heavily as does the tax on the manufacturing industry. 

So far as the railroads are concerned, an increase in payroll taxes would bear 
just as heavily whether it came about through an increase in the tax rate or an 
increase in the tax base. Based on the estimates contained in the questionnaire, 
an increase in the maximum taxable compensation from the present $300 per 
month to $400 would have about the same immediate effect on the railroads as 
an increase in the tax rate from the present 644 percent to 7 percent. The ulti 
mate effect, however, of the former increase might well be much more burden- 
some than the latter, depending upon whether or not and the extent to which 
wages continue to increase. Similarly, an increase in the base to $3850 would 
have about the same immediate effect as an increase in the tax rate co 6% per- 
cent; but here again the former might well prove in the long run to be considerably 
more burdensome than the latter. 

In one very important respect, an increase in the tax base would be even more 
objectionable than a corresponding increase in the tax rate. All the additional 
revenues resulting from an increase in the tax rate would go to strengthen the 
retirement fund whereas, according to figures given in the questionnaire, about 
two-thirds of the additional revenue obtained through an increase in the tax 
base would be absorbed by the increase in benefits automatically resulting, leav- 
ing only one-third to go toward improving the financial condition of the system. 

Unlike an income tax, which falls the more heavily npon those with the larger 
net incomes and thus best able to pay it, a payroll tax falls thé more heavily 
upon employers having the larger outgo in the way of wages and who, thus 
may be the ones least able to pay it. This is exactly the situation of the rail- 
roads. Not only are they saddled with a much higher rate of payroll tax for 
retirement purposes than other industries are required to pay, and not only are 
their payrolls relatively much larger than those of other industries, thus making 
the disproportion in actual taxes even greater than the disproportion in the 
rates, but the net results of their operations are much less favorable than those 
of other industries in general. They have not experienced the improvement 
in earnings that has been experienced by industry in general during the postwar 
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period. For the 5 years 1946-50 their average annual rate of return on their 
depreciated property investment was only 3.5 percent. During the same period, 
manufacturing corporations earned an average annual rate on net assets of 
15.7 percent. On the same basis of net assets, the rate of return of the railroads 
for the 5 years was about 4 percent. 

In view of their financial condition, it is obvious that the railroads are not 
in a position to stand any increase in their payroll taxes, regardless of whether 
the increase comes about through an increuse in the tax rate or an increase in the 
taxable payroll. 


Further liberalization of Railroad Retirement System 


In this return we have undertaken to reply specifically and directly only to 
the first two questions of the questionnaire, which have to do with taxes imposed 
for the support of the Railroad Retirement System. The other questions, in the 
main, relate, in one way or another, to various proposals for further liberalization 
of the retirement system. 

Only last year the Railroad Retirement Act was amended in a comprehensive 
and far-reaching manner. The benefits were greatly liberalized and other im- 
portant and basic changes were made, particularly those having to do with the 
relationship to the railroad retirement system and the social security system, 
materially affecting the cost of the railroad system. The full effect of these 
changes is not known and cannot be determined until there has been more 
experience under their actual operation. From the best information now avyail- 
able, however, as shown by figures cited by the chairman of the joint committee 
in the letter with which he transmitted the questionnaire, it appears that the 
present taxes, instead of being sufficient to finance any increase in benefits, will 
prove to be insufficient fully to meet the cost of existing benefits. Since the 
taxes are already so high that they cannot be increased, as we have already fully 
explained, it seems entirely plain that no consideration can be given at this 
time to any proposal which would increase the cost of the railroad retiremen: 
system by any further liberalization of that system through enlarged bencetits, 
relaxed eligibility requirements, or in any other manner, 

For a full statement of the position of this association with respect to the 
railroad retirement system we refer to the testimony of the witnesses who 
appeared for the association at the hearings before the Subcommittee on Railroad 
Retirement Legislation of the Committee on Labor and Public Welfare, United 
States Senate, on S. 399 and other bills to amend the Railroad Retirement Act, 
which began on April 27, 1951, and extended through May 14, 1951, and at the 
hearings before the Committee on Interstate and Foreign Commerce, House of 
Representatives, on H. R. 3669 and other bills to amend the Railroad Retirement 
Act, which began on May 15, 1951, and extended through June 6,1951. (As to the 
Senate hearings, see particularly the testimony of J. Carter Fort, pp. 244, 471, and 
602; the testimony of J. Elmer Monroe, p. 527; and the testimony of James M. 
Souby, pp. 498 and 512. As to the House hearings, see the testimony of the same 
three witnesses on pp. 378, 383, 472, and 441.) 


IV. Rateroap RETIREMENT Boarp, STATEMENT OF THE RAILROAD RETIREMENT 
Board REFORE THE JOINT COMMITTEE ESTABLISHED PURSUANT TO SENATE 
CONCURRENT RESOLUTION 51, 82p Coneress, 1st Srsston, ConceRNING Liper- 
ALIZATION OF BENEFITS AND CHANGE IN ELIGIBILITY REQUIREMENTS, UNDER THE 
RAILROAD RETIREMENT Act, August 5, 1952 


Mr. Chairman and members of the committee, the hearings today are devoted 
to “all questions relative to liberalization of benefits or change in the eligibility 
requirements under the Railroad Retirement Act.” We assume that the “change 
in eligibility requirements” contemplates proposals to liberaliz> the present 
eligibility requirements in order to enable a larger number of persons to become 
eligible for benefits. 

As the committee well knows, the railroad retirement system is financed by 
payroll taxes on employers and employees in the railroad industry. The tax 
rate is 64%, percent up to $300 a month on each side. The railroad retirement 
system is intended to be maintained on a financially sound basis so that any 
consideration of liberalization of benefits must necessarily take into aecount | 
effect of such liberalization on the financial soundness of the railroad retirement 
system. 
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At the present time, the railroad retirement account has a reserve of about 
$2.9 billion. This amount is invested in Government bonds earning interest at 
the rate of 3 percent per annum. This “reserve,” of course, must be distinguished 
from a “surplus.” In a system maintained on a level-cost basis, such as is the 
railroad retirement system, the income from payroll taxes during the first several 
decades exceeds the benefit payments. Thereafter, benefit disbursements reach 
a point beyond which they exceed and continue to remain above the income from 
the payroll tax collections. When the benefits reach a peak and level off, it is 
anticipated that the amount in the reserve would be sufficiently large to enable 
the interest thereon to make up the difference between the cost of the benefits and 
the tax collections. Consequently, the balance in the reserve must not be looked 
upon as a surplus available for increasing benefits, but as a reserve for those 
employees (and their families) who will retire in the future. 

Asa matter of fact, if judged by the requirements on a private insurance com- 
pany, there is now a “deficit” in the railroad retirement account because the 
reserve of some $2.9 billion in the railroad retirement account is only a fraction 
of the accrued obligation of the railroad retirement system with respect to service 
already performed. However, a system such as the railroad retirement system 
is not comparable to a private insurance company. In the case of the latter, the 
reserve must always be equal to the total of accrued liabilities. This is not neces- 
sary, however, and is not done with the railroad retirement system, or any other 
Federal governmental retirement plan, or the large majority of State and mu- 
nicipal systems, under which contributions or taxes are compulsory. Under such 
plans, new accessions are automatically guaranteed. Generally, also, the con- 
tributions of employees are matched by the employers, as for example, under the 
railroad retirement and social security systems, and approximately by the Federal 
Government as employer under the Civil Service Retirement Act. The com- 
pulsory nature of these governmental retirement plans permits, and properly so, 
the anticipation of future contributions from the present employee group as well 
as for entrants in future years. In the last analysis, this can be done because 
these systems are by their very nature on an indefinitely continuing basis, that is, 
open end as contrasted with the private insurance contract. For these reasons, 
Congress adopted the level-cost method of financing these governmental plans. 
The basis adopted has been a flat tax rate applicable to present employees and 
new entrants alike, regardless of age. Under this method, an unfunded liability 
of a substantial size is therefore inherent to the extent that provision is made 
for crediting prior service (direct or indirect) of the initial group covered and by 
reason of later liberalizations applicable to years of service for which less taxes 
were paid. The essence of the method is that this liability is reflected in the 
determination of the level rate itself which is essentially composed of two parts: 
(a) new entrant rate and (b) annual interest charge on the accrued liability 
expressed as a percent of payroll. The logic is that while there will never be 
enough funds on hand to meet the liabilities which have been incurred to date, 
nevertheless, the continuing nature of the plan will always provide enough funds 
to meet the actual benefit obligations as they accrue. 

While we do not consider it appropriate to compare the railroad retirement 
system with a private insurance company, we cannot overlook the fact that on 
the basis of the fourth actuarial valuation assumptions, the cost of the benefits 
at the present time is about 14.10 percent of payroll while the tax collections 
amount to 12.5 percent of payroll, thus showing a difference of over 1% percent 
of payroll (or some $80,000,000 a year). between the cost of the system and the 
tax collections, We do not as yet have the results of the fifth actuarial valuation 
which will be completed by the end of the year, but the indications at the present 
time are such as to warrant the assumption that the cost of the system, as a 
result of the 1951 amendments, will certainly not be less than 12.5 percent of 
payroll, and in all likelihood will be above that figure. 

From what we said above, the conclusion is inescapable that the railroad 
retirement system is at the present time not overfinanced, and if the system is 
‘o be maintained on a sound financial basis, no consideration can be given to 
liberalizations of benefits (the obvious effect of which would be to increase the 
cost of the system) without at the same time considering some method by which 

dditional revenues could be secured to cover the added cost. 

We assume that the hearings tomorrow on the subject of the financial status 
of the railroad retirement fund and methods of increased financing will direct 
themselves, among other things, to some method by which additional revenues 

ould be secured if the act were amended to achieve a liberalization of benefits. 
(As requested by your committee, the Board will file a statement with you on 
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the subject of tomorrow’s hearings.) Accordingly, and since there is no indication 
in the subject of today’s hearings of any specific proposals for liberalization, we 
will in this statement limit ourselves to a discussion of some of the proposals 
made recently to liberalize the benefits under the Railroad Retirement Act. 


1. RETIREMENT ON FULL ANNUITIES AT AGE 60 UPON COMPLETION OF 30 YEAKS 
OF SERVICE 


One proposed amendment would change the eligibility requirements so as to 
provide a full annuity at age 60 upon completion of 30 years of service. At the 
present time the Railroad Retirement Act does provide a full annuity to a 
woman employee at age 60 upon her completion of 30 years of service, and a 
reduced annuity to a man employee at age 60 upon his completion of 30 years 
of service; that is, in the case of the man the annuity is reduced by one one- 
hundred-and-eightieth for each month that he is under age 65 at the time his 
annuity begins to accrue in order to partially compensate the railroad retirement 
account for the earlier beginning date of his annuity so that, presumably, the 
total cost of the annuities in such a case will not very much exceed the present 
value of the man’s annuity if it were to begin at age 65. Under the present law, 
he already gets some advantage over the man who does not retire until 65. 

The proposal to eliminate this reduction of one one-hundred-and-eightieth for 
each month that the man is under age 65 contemplates payment of a full annuity 
to a man in such case to begin not at age 65 but at a lower age (though not 
lower than 60), so that he would thus receive annuities as much as 5 years 
earlier than those who retire at age 65. That this will impose additional cost to 
the system jis quite obvious. If all men having 30 years of service at age 6) 
were to retire on full annuities, the added cost would be in the neighborhood of 
$200,000,000 a year. It is, of course, impossible to predict how many men would 
take advantage of this liberalization and retire before age 65. Those who did 
would do so at the expense of those who remain in service until age 65 or longer 
and continue to pay taxes until retirement. The propriety and fairness of per- 
mitting some men who are fortunate enough financially to retire before age 65 
at the cost and expense of those who are not so fortunate certainly seems 
questionable. 

The Board can see no good reason why the Railroad Retirement Act should 
be amended in such a way as to provide inducement for workers to leave the 
railroad industry before the age at which they would ordinarily intend to re 
tire from gainful employment. For example, a worker who reaches age 60 
and has accumulated 30 years of service could retire on a substantial annuity, 
obtain a job in some other industry, and continue to receive his railroad annuity. 
Under the provisions of the Secial Security Act, it would be relatively easy, at 
least in the next decade or so, for him to acquire enough social security coverage 
to qualify at age 65 for a substantial old-age benefit. He would thus draw an 
nuities under two retirement systems, and if his annuity under the Railroad 
Retirement Act is based, exclusively on service after 1936, such annuity would 
not be reduced by reason of his benefit under the Social Security Act. On the 
other hand, a similarly situated employee who decides to remain on his rail 
road job until his retirement from gainful employment would receive an an 
nuity from the railroad system only which would not necessarily be larger than 
the full annuity that would have been payable upon attainment of age 60 and 
completion of 30 vears of service. The second employee, because he pays taxes 
for a longer period and receives benefits for a corresponding shorter period 
than the first employee, in effect bears a large part of the cost of the benefits to 
the first employee. While it is to be expected that men from time to time will 
leavxe the railroad industry, and while it is appropriate that these men while 
working in other industries receive the protection afforded by the old-age and 
survivors insurance system, the Board sees no reason for governmental en- 
covragement of excess separations of able-bodied workers whom the railroad 
in?ustry can ill afford to spare. 

It has been suggested that the present provision for full annuities to women at 
age 60 with 30 years of service discriminates against men of that age with that 
many years of service, whose annuities are reduced by one one-hundred-and 
eightieth for each month that they are under age 65. But in the Board’s opinien 
there is no discrimination. In the first place, there are very few women in 
the railroad industry, and there are even fewer who work as long as 30 years, 
so that. as a matter of fact, the cost of the provision for full annuities to women 
at age 60 upon their completion of 30 years of service is inconsequential, while. 
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as indicated above, the cost would be great if men were allowed to retire on full 
annuities at age 60 with 30 years of service. Moreover, the treatment of women 
in this regard is reasonable in that a woman at age 60 finds it harder to keep her 
job or find a new one than a man of 65. 


_ ELIMINATION OF THE PROVISION FOR REDUCING AN ANNUITY BASED IN PART ON 

5 THE NONTAXABLE SERVICE BEFORE 1937, BY THE AMOUNT OF THE SOCIAL SECURITY 
RENEFIT OR BY THAT PORTION OF THE ANNUITY WHICH IS ALLOCATED TO SUCH 
NONTAXABLE SERVICE 


This proposal would strike out the last paragraph of section 3 (b) of the 
Railroad Retirement Act of 1937, as amended in 1951, which reads as follows: 

“The retirement annuity or pension of an individual, and the annuity of his 
spouse, if any, shall be reduced, beginning with the month in which such individ- 
ual is, Or on proper application would be, entitled to an old-age insurance bene- 
fit under the Social Security Act, as follows: (i) in the case of an individual's 
retirement annuity, by that portion of such annuity which is based on his years 
of service and compensation before 1937, or by the amount of such old-age 
insurance benefit, whichever is less, (ii) in the case of the individual’s pension, 
by the amount of such old-age insurance benefit, and (iii) in the case of the 
spouse’s annuity, to one-half the individual’s retirement annuity or pension as 
reduced pursuant to clause (i) or clause (ii) of this paragraph: Provided, 
however, That, in the case of any individual receiving or entitled to receive 
an annuity or pension on the day prior to the date of enactment of this paragraph, 
the reductions required by this paragraph shall not operate to reduce the sum of 
(A) the retirement annuity or pension of the individual, (B) the spouse’s an- 
nuity, if any, and (C) the benefits under the Social Security Act which the indi- 
vidual and his family receive or are entitled to receive on the basis of his wages 
to an amount less than such sum was before the enactment of this paragraph.” 

The reason for this last-quoted paragraph is found in the report of the Senate 
Committee on Labor and Public Welfare (which revised the bill S. 1347, later 
enacted, substantially, as the amendments of October 30, 1951), as follows: 

“* * * section 7 provides against duplication of credit for prior service. 
The amended Social Security Act is so weighted as, in effect, to give credit for 
service before 1937. In view of this, and since employees who now receive 
credit for service before 1937 have not paid any taxes with respect to such serv- 
ice, the sponsors of the bill deemed it appropriate to continue to give credit 
under the Railroad Retirement Act for prior service, but only if the employee 
does not also receive an old-age benefit under the Social Security Act.” 

The savings to the railroad retirement system as a result of the above-quoted 
provision in the act is estimated to be $11 million a year for the first 10 years 
and $15 million a year for the next 10 years, $9 million a year for the third dec- 
ade, $3 million for the next 10 years, and steadily decreasing amounts there- 
after until the savings vanish, approximately in the year 2000. The dollar 
savings in benefits over the period of the next 50 years comes to about $385 
million. These aggregate benefits when taking the 3 percent interest rate into 
account yield on the one hand a present value of about $250 million, on the 
other an accumulated amount of somewhat more than $1 billion, when con- 
sidered in terms of the future value 50 years from now. The latter figure repre- 
sents the addition that will be available to reserves calculated otherwise as of 
the year 2000 when the savings of the prior service restriction provision are 
included. (In this connection it should be noted that any amount invested at 
3 percent interest compounded annually doubles itself every 23% years.) 

In the Board’s opinion this proposal raises the question whether the savings 
shown in the last paragraph should be dissipated for the benefit of a few or 
should be retained for the benefit of all. Of the 265,000 annuitants on the Board’s 
rolls only about 35,000 are affected by this provision and it would seem that the 
interest of the remaining 230,000 now on the rolls and the much larger number 
of a who will retire in the future should overcome the interest of the smaller 
number, 

It has been suggested that, as a substitute for this proposal, there shoutd be 
stricken from the last paragraph of section 3 (b) only the phrase “or on proper 
application would be.” If this were done the savings indicated above from the 
present provision would be reduced by 20 to 30 percent, or conceivably by even 
alarger percentage. While the adverse effect on the railroad-retirement account 
would be less drastic from the substitute than from the original proposal, the 
humber of annuitants affected by the phrase “or on proper application would be” 
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is about 3,000 or about 1 percent of the 265,000 annuitants on the rolls of the 
railroad-retirement system. 

This proposed substitute, however, raises a difficult problem. The apparent 
purpose of the substitute is to afford relief to an individual who is subject to the 
reduction provision even though, by reason of his continuing in nonrailroad se 
ice, he is not receiving the social-security benefit. In such case the proposal would 
postpone the reduction until after the individual has ceased working ani has 
applied for his social-security benefit. In other words, the phrase in questi S 
intended to continue to apply to one who has retired but failed to apply for the 
social-security benefit, but how do we determine when one has really retired? 
Would it be appropriate, for example, to provide that an individual past 65 who 


has not worked for, say, 6 months in succession, should be presumed to have 
retired from service covered under the Social Security Act in the last calendar 
quarter in which he worked? Or at the end of the 6-month period? 

In any event, the Board believes that here again consideration should be given 


to the extent by which the interest of the great majority of railroad workers 
should outweigh the interest of the small group of about 3,000. 


83. ELIMINATION OF WORK CLAUSE FOR SURVIVOR BENEFICTARIES 


Under the law now in effect, a survivor annuitant will continue to receive th 
annuity for any month during which he or she earns no more than $75 a month 
(substantially the same as under the Social Security Act) or does not work for 
an employer under the Railroad Retirement Act. Aside from the cost of this 
proposal itself (which would be considerable) the payment of the annuity to a 
beneficiary under the Railroad Retirement Act who earns more than S75 a 
month would present another problem. Under section 5 (k) 2 of the Railroad 
Retirement Act, the Social Security Administration reimburses the Railroad 
Retirement Board in an amount which would be payable to the beneficiary under 
the Social Security Act if the deceased’s railroad service had been social- 
securitv employment. To illustrate: If the survivor annuity paid under the 
Railroad Retirement Act is $60 a month, and if the deceased employee's railroad 
service had been “employment” under the Social Security Act, the widow would 
have received under that svstem $50 a month, the reimbursement provisions re- 
quire that, in the adjustment between the two systems, the social-securitv system 
credit the railroad-retirement system with $50 for each such month. However, 
in a month in which the beneficiary earned more than $75 in social-security 
emplovment, the railroad-retirement system would continue to nav the survivor 
annuity of $60, but the Social Security Administration would not credit the 
Railroad Retirement Board with $50. or any amount, because under such cir- 
cumstances that administration would pay nothing to the beneficiarv. Aside 
from the administrative complications that would result from the adinstment 
between the two svstems, the cost of such provision would not only result from 
the added annuities paid for months which would otherwise not be paid, but 
also from the loss of credit from the Social Security Administration. 


4. AMENDMENT OF THE PROVISION WHICH CONSIDERS A DISABILITY ANNUTTANT TO 
HAVE RECOVERED FROM HIS DISABILITY IF HE EARNED MORE THAN $75 A MONTH IN 
EACH OF SIX CONSECUTIVE CALENDAR MONTHS 


There are numerous other nronosals to liberalize the benefits under the Rail- 
road Retirement Act, on which the Board will be glad to comment specifically if 
and when so requested by the committee. There is, however, one proposal which, 
contrary to the other proposed liberalizations, would achieve a saving to the 
railroad-retirement system. As you know, the Railroad Retirement Act provides 
annuities to persons who are totally and permanently disabled for all revular 
employment and, under certain conditions, to persons who are totally and ner- 
manently disabled only for work in their regular occupations. These annuities 
are awarded to persons before age 65 provided they continue to be so disabled 
until that ave. The fourth sentence of the last paragraph of section 2 (a) of the 
Railroad Retirement Act, as amended, provides as follows: 

“An emnloyee, in receipt of such [disability] annnity, who earns more than $75 
In service for hire, or in self-emnlovment, in each of any six consecutive calendar 
months. shall he deemed to cease to be so disabled in the last of such six months: 
and such emplovee shall report to the Board immediately all such service for 
hire, or such self-employment.” 
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This provision has given rise to serious problems. Many disability annuitants 
have misunderstood the significance of this provision, and have made arrange- 
ments with their employers to be paid a good deal more than $75 in some of the 
§-month period and to be paid less than $75 in one or more months in this period. 
Thus, they continue to be in regular employment with a view to nonforfeiture of 
their annuity, as shown by the following illustrations: 

\n annuity of $106 a month is now being paid; this annuity is based on dis- 
ability and was awarded on March 31, 1947, effective from April 2, 1946, based 
on average monthly compensation of $156.83. On July 5, 1949, this annuitant 
started working as a clerk for X (not a railroad) and the following earnings 
have been reported for him. 





1940: 1950—Continued 
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The last report in this case dated April 21, 1952, covered through March 1952. 
In accordance with established procedure in the next report was to be requested 
in July 1952. 

In another case, an annuity of $113 is now being paid; this annuity is based 
on occupational disability and was awarded April 18, 1947, effective from January 
1, 1947, based on average monthly compensation of $173.89. Since January 1, 
1950, this annuitant has been working for the city of X as director of smoke 
elimination, and the following earnings have been reported for him: 


1950: 1951 ° 
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The last report covered through September 1951. The next report will be 
requested September 1952. 

In another case an annuity of $74 is now being paid; this annuity is based 
on occupational disability and was awarded on September 8, 1948, effective from 
March 16, 1948, based on average monthly compensation of $138.94. Since March 
13, 1950, this annuitant has been working for the X company, feeding sheets of 
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cardboard into a scoring machine, and the following earnings have been reported 


for him: 
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next report will be requested in October 1952. 
In another case an annuity of $137 is now being paid; this annuity is 
on occupational disability and was awarded on September 10, 1948, effective fro 


O7 
amt, 


February 


9, 1951, covered through October 1951, 


1948, based on average monthly compensation of $232.53. 
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annuitant began working for the X company as night watchman in May 14s 
and the following earnings have been reported for him: 
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The last report requested of this annuitant was received January 10, 1952, and 
In accordance with established procedure the 
next report will be requested in December 1952. 

In another case, an annuity of $129 a month is now being piad; this annuity is 
based on occupational disability and was awarded November 4, 1948, effective 
from September 1, 1948, based on average monthly compensation of $213.85 


covered through November 1951. 
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checker, counting the number of vehicles passing a certain point, and the fol- 
lowing earnings have been reported for him: 
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JR RGDER ec iccciacic cnn tens RUD:  OG6 GRR cies ei 66 
B COGN niiig et iin n RED: |». ROO sss ic temciaciciltin 205 
MateRcntvasensenetececaccass 390) DROIGE osc smcenesckcianee 205 
AT ceiieeste iinecnsicca, ORS 
MGV iss ttre Slee tin ieeecseses . 175) January_------- wiccauiapa Sea cates. 205 
JOR Rith stele nia 175 February__-__- - dubia kiee 205 
FUT. cactceencrcin hs enrcecstonsmil > ee March.....-_- ictieci sis each cacties | 
AUSD Seis hie cnteneni« psa! s Oe DR oii session atta ais 69 
September__-- a eddaeiatioe me 175 | 


~* 


The last report from this annuitant was requested May 15, 1952, and covered 
through April 1952. 

In another case, an annuity of $130 a month is now being paid; this annuity 
is based on occupational disability and was awarded August 10, 1950, effective 
from December 16, 1949, based on average monthly compensation of $213.99. 
Since June 1950 this annuitant has worked as a carpenter for four different 
construction companies, and the following earnings have been reported for him: 


1950: | 1951: 
JUNI aris eh oe ei. he DOMAINS a 0 oe eae na S277 
PO as thsi eats anes Sean | IG einen sires accapsig tabaci 207 
PAPO cick cate itp binkedal caeided B. | III cs lsc vetun bist csuaceceaebine 270 
BOR ides alsin cabana A a Sie ea ae 240 
TI ai sheila ck facie aah ea [S353 eo A 397 
ARI iti Sid seca s cahs aa nabeasetsh Sen CO a ii teas 64 
Jal gratis oe Betis see errs MGs (Skt is Be eae 194 
DS iss ee ed Bo 415 PS ioc ttn sh ts Stipa tenoahioda 302 
September___.._-_. acid aateceiel 387 DORON ess sawaeadees 531 
a ee SRD CO ii terns mga 216 
TRG VII aioe chins econ Re RU an . 38% 
i ee ea None} Decamber..................- 64 


The last report from annuitant’s current employer covered through December 
1951. The file is coded to request another report in July 1952. 

In another claim, an annuity of $83 a month is now being paid; this annuity 
is based on occupational disability and was awarded on May 2, 1950, effective 
from December 2, 1949, based on average monthly compensation of $133.61. 
Since June 4, 1951, this annuitant has worked for the X Air Force base recondi- 
tioning wooden boxes and crates, and the following earnings have been reported 
for him: 


1951: 1951—Continued 
re eee ee $233 Nea $34 
eee tee Tita 239 November rac anise ame 273 
FU hn once eta eke 228 IIT se setts aicituin Sosedbchcom ica 234 
PII gE oe onic cists ec even 228 


The next report was to be requested in July 1952. Annuitant is still employed 
at the air base. 

In another claim, an annuity of $93.23 a month is now being paid; this 
annuity is based on occupational disability and was awarded May 10, 1950, 
effective from April 1, 1950, based on average monthly compensation of $195.97. 
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s . . : 
Since July 1950 this annuitant has worked for six different companies as a car. 
penter, generally for construction companies, and the following earnings have 
been reported for him: 


1950: 1951: 
I cciapnecpssieiua nicer a as teiaidembnionaiiele NI bases senicanmineacnee ailaisaiatc $299 
NN ia arcsec ee eee IE cited scien acoso aliuns salen tice ciinien 238 
cas kaa ial ai ha a ath inal de Mea D4 
NP ie sinaisteasracies ha tite mic Riiasinia teas a seiey I fs ic inl cannes acacia 399 
NI tins pansschaisn sebsiaedicadiahaiinamactaceabetaa acetal MN isis sasisdickcnchieeasdecenisinaauabteih kisi ae 
i hac aaa ska ia ac asin svapcapwieicacaianbles tabi PI a edict ccc eta eee neal Siilesinincainen None 
Nia ag as $131 a re ee 117 
Ie casisaiicerniecin stint sO NI nit cnsicedonecenpenisisheneaiidciintens 144 
iia ec hich ck cai 285 EAE ee eat 308 
NN iia eniiincs ci nt Rciiatneictauntcicee 243 a, IESE eae 356 
i ata sic ceil 224 INE ikon: a apices inecticieeeaeiann 186 
PE cintisacccstcrcincens Seniccancaetunale None! December____---------_- tai None 


The next report will be requested about December 1952. 

The bill, which in modified form was enacted as the 1951 amendments to the 
Railroad Retirement Act, proposed to solve this problem by eliminating the 
above-quoted sentence and by substituting therefor a provision that a disability 
annuitant shall not receive an annuity for any month in which he earns more 
than $100, up to age 65, and $50 after that age. The $50 provision was in harmony 
with the then proposed $50 work clause for all annuitants between age 65 and 
75. As you know, neither the $50 work clause nor the $100 work Clause for 
disability annuitants was adopted. It has since been suggested that there 
be substituted for the quoted sentence a provision denying an annuity to any 
disability annuitant before age 65 for any month in which he earns more than 
$100. After age 65, however, there would be no limit to the amount of his earn- 
ings provided, of course, he does not work for an employer under the act or 
the last person for whom he was employed before his annuity began to accrue 
The estimated savings to the railroad retirement account if this proposal were 
adopted is about $1.5 million a year. 

In considering any liberalization of benefits under the Railroad Retirement 
Act, it seems pertinent on the one hand to take into account the higher tax rates 
paid by railroad employees under the railroad retirement system than those paid 
by employees covered under the social-security system, and on the other hand, 
the superiority of the benefits under the Railroad Retirement Act over the bone- 
fits under the Social Security Act. This consideration calls for a comparison 
of the benefits under the two systems. 


5. HOW RAILROAD RETIREMENT AND SURVIVOR BENEFITS COMPARED WITH SOCIAI 
SECURITY BENEFITS BEFORE THE ENACTMENT OF PUBLIC LAW 590, EIGHTY-SECOND 
CONGRESS, SECOND SESSION 


From the very beginning, the railroad retirement plan has offered railroad 
workers better overall protection than has been available to employees under 
the general social-security plan. This was true even after the far-reaching 
improvements which were made in the social security system in 1950. In fact, 
it is believed by some people in the social insurance field that the superiority of 
the railroad plan helped to bring about improvements in social security. 

In the light of further improvements made in the Railroad Retirement Act in 
1951, railroad employees have protection which is, on the average, far more 
valuable than that available to employees under social security. When com- 
pared with employees under social security, it can be said that— 

(1) Railroad employees receive higher retirement benefits. 

(2) Survivors of railroad employees are paid benefits which are at least 
equal to those paid under social security, and in many cases they are higher. 
Eventually the railroad formula will yield higher amounts in most cases 

(8) Railroad employees alone have valuable protection against disability 
before age 65. Under social security, no retirement benefits are payable 
until age 65. 

(4) Railroad employees alone are guaranteed that the retirement and 
survivor benefits paid in their cases will be greater than the taxes they con- 
tributed to the retirement system. 
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The data below illustrate the superiority of the railroad system: 

















| RRA |; SSA 
Retirement benefits: | | 
resent maximum benefit to— 
I eos inp anad ian: | $165.50__. $85. 00 
Employee and wife_____-- Bend Seif Pae ME aE wa _.---| $205.60 127. 50 
Present average benefit to— | | 
Employee alone - sn hl Seti eecadilicihs wiciniees amateinel D Rate ecns tn , 42.00 
Wife or dependent. Se a ae -.--| $37 | 23. 00 
Future maximum benefit to— 
Employee alone (with 40 years of service) ___- | $220.80. __ : 85. 00 
Employee and wife__- PE a | $260.80 127. 50 
Employee alone (with 45 yes ars)... -- ; $248.40 __ 85. 00 
Employee and wife.__...---.. Sidhe tle nade ae need $288.40 | 127. 50 
Survivor benefits: 
Present maximum to— 
Widow (of employee with 16 years after 1936) ___- .---| $80.90. . a ae dal 63. 80 
po Ca eee ee ees $120 SORE i Pe 
Widow and 2 children sidceg tid beaaitabeds $150 cig ia 168. 7£ 
po eee owt aaa oe intuit 168. 75 
Future maximum to— 
Widow (of employee with 40 years after 1936) ..| $73.50 pacbuatetal dh 63. 80 
We I ihc nindnt <pidbcdncabedebdbbadh knauln ee Subckinastiagedil 127. 60 
Widow and 2 children__- $160 oI ieee a 168. 75 
Widow and 3 children ---' $160 i ee es ae 168. 75 
Insurance lump sum (payable under Railroad Retirement 
Act when no survivor is immediately entitled to a monthly 
benefit, but in all cases under Social Security Act): 
Present maximum to survivor (of employee with 16 years | $609___....-. shienaithcay alia 255. 00 
after 1936). 
Future maximum to survivor (of employee with 40 years | $735_...........-..-.--.----- 255. 00 
after 1936). 
Future maximum tosurvivor (of employee with 45 years | $761.30__._.. ne ata 255, 00 
after 1936). | 
Guaranty of benefits greater than taxes___..................- To survivors of railroad em- (‘) 


ployees, or former em- 
| ployees, regardless of em- 
ployees’ length of service. | 
When employees may retire: Before age 65........-...-.....-.--- About one-third of all rail- @) 
road employees, some in 
their thirties. 





Because of total and permanent disability -..............-.....-.- At any age after 10 years’ (*) 
Service. 

Because of{permanent disability for regular occupation ...----| At age 60 after 10 years, or a) 
earlier after 20 years’ serv- 
ice. 





No provision, 


In conclusion, Mr Chairman and members of the committee we appreciate the 
opportunity afforded us by your committee to present the foregoing views, and 
we assure you of our continued cooperation with your committee. 

Respectfully submitted. 

THE RAILROAD RETIREMENT BOakp. 


V. BUREAU OF THE BUDGET, MEMORANDUM ON THE RAILROAD RETIREMENT SYSTEM 
‘Np Its RELATIONSHIP. With OTHER GOVERNMENT RETIREMENT SYSTEMS, 
Aueust 6, 1952 


SUMMARY 


In response to questions enumerated by Senator Douglas, chairman of the 
Joint Congressional Committee on Railroad Retirement, this staff memorandum 
provides background information and indicates areas in which, in the opoinion 
of Bureau staff, the joint committee might profitably direct inquiries or have 
studies made for it. 

The memorandum reviews the development of the railroad retirement system 
and the developing association of its benefit structure with that of old-age and 
survivors insurance, aS brought about mainly by statutory amendments in 
1946 and 1951. The statutory interrelations now include: (1) Coordination of 
survivor benefits under the two systems, (2) arrangements for making benefit 
payments under the old-age and survivors insurance system to those workers 
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who have less than 10 years of railroad service, (8) some restrictions on thy 
receipt of dual benefits under the two systems, (4) a minimum guaranty of 
benefits under the railroad retirement system based on the formula used to 
determine OASI benefits, (5) provision of credits under both systems for mili- 
tary service, with special provisions to avoid duplicate credits, and (6) pro- 
visions for working out financial interchange between the two system as 
result of.the interrelationships of the benefits. 

Shifting employment, between the railroad industry and employment covered 
by OASI, presents a major problem because some individuals may qualify unde; 
both systems, thereby gaining larger benefits than would be obtained from either 
system alone. It also may result in loss of employment credit under the OAs] 
system for some workers. This results in inequities among individuals and 
increases the cost of the railroad retirement system. 

Since OASI is now the basic social-insurance system of the country, the pres 
ent scope of the railroad-retirement system as a separate system for a particu. 
lar industry has certain important consequences which the joint committee wi 
wish to study. The foremost of these general consequences relates to the wind 
fall benefits, and resultant higher costs, as noted above. <A second problen 
results from the dependence of the railroad-retirement system on the economi 
state of a particular industry while it is expected to provide benefits on a sco 
which is perhaps more appropriate in a general social-insurance system wit) 
nearly universal coverage. Recognition of these problems has led to the increas- 
ing measure of association between the two systems that is now provided by law, 
although the resulting interrelationships are extremely complex. 

There are differences in the initial burdens for prior service which were as- 
sumed by the two systems, and there are also differences in financing. The aim 
in the case of railroad retirement has been to maintain a payroll tax rate which 
will cover the long-term level premium cost of the system, but recent legislation 
increas'ng benefits has not been accompanied by provision for a commensurate 
increase in revenues of the system, so that a deficiency is being experieniced at 
an estimated annual rate of 1.9 percent of covered payrolls. The payroll tax 
rate for the railroad industry is now 1214 percent. In the case of OAST, contribu- 
tion rates are presently somewhat below the level premium cost and will later 
have to rise slightly above that level. At present, the OASI rate is 3 percent 
of covered payrolls and increases to 614 percent by 1970 are provided by law. 

The major available alternative methods for strengthening the finances and 
improving the railroad retirement system appear to be (1) measures to increase 
the payroll contribution, (2) departure from the principle of a self-financing 
industry system through provision of an outright Government subsidy, (3) the 
tightening up of the benefit structure, to be accomplished generally through 
somewhat closer association with OASI at points where this would mean econo- 
mies to the two systems, and (4) a complete coordination of the two systems, 
involving extension of full OAST coverage to all railroad workers and revision 
of the railroad-retirement-benefit schedules and eligibility requirements so as ti 
make this system an adequate staff plan for the industry. Rough calculations 
made by Bureau staff indicate that the fourth possibility might afford substantiai 
savings to the railroad retirement system with an appreciable improvement in its 
finances. The committee may desire to subject the implications and effects of 
this method to actuarial and other analysis. 


MEMORANDUM ON THE RAILROAD RETIREMENT SYSTEM AND ITS RELATIONSHIP WITH 
OTHER GOVERNMENT RETIREMENT SYSTEMS 


This memorandum covers questions enumerated by Senator Douglas, chair- 
man of the Joint Congressional Committee on Railroad Retirement, in his letter 
of July 15, 1952, in which he asked that the Bureau of the Budget supply the 
committee with certain data and opinions. 

The memorandum indicates briefly the origin of the railroad retirement sys- 
tem; enumerates existing interrelationships of the railroad retirement system 
with the old-age and survivors insurance and other retirement systems spon- 
sored by the Government, reviews the financial status and outlook of these 
systems, and discusses some other current problems relating to them; and con- 
cludes with a discussion of possible further steps that might be taken affecting 
relationships between the systems. ’ 

Because of the short interval between the receipt of Senator Douglas’ letter 
and the date for which the joint committee has scheduled hearings, it has not 
been possible to obtain from other Federal Government agencies any extensive 
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data or to undertake new analyses. This memorandum therefore utilizes earlier 
analyses and will serve to a considerable extent to provide general background 
ind to indicate areas in which the joint committee might profitably direct in- 
quiries or have studies made for it. 


I. ORIGIN OF THE RAILROAD RETIREMENT SYSTEM 


The railroad retirement system developed out of the private pension systems 
established many years ago by a number of separate railroads. These systems 
were faced with financial difficulties in the early 1930's, which compelled some of 
them to suspend or reduce benefit payments. Because of the national interest 
n the stability of the railroad system, legislation was enacted to provide an 
industrywide staff pension program under Government administration. The 
first law, enacted in 1934, was declared unconstitutional. The tax provisions 
of a second law, enacted in 1935, were invalidated by a decision of a Federal 
listrict court in 1986. To overcome such legal difficulties, representatives of 
railroad labor and management worked out, at the request of the President, 
new legislative proposals which were incorporated in the Railroad Retirement 
Act of 1937, approved June 24, 1937, and the Carriers Taxing Act of 1937, ap- 
proved June 29, 1937. 

The Railroad Retirement Act provided for the payment of annuities and pen- 
sions. The Carriers Taxing Act provided for the collection of payroll taxes 
based upon wages of railroad workers, with the tax rate divided equally be- 
tween employers and employees. The system was designed primarily as a re- 
tirement program for railroad workers. It took over on July 1, 1937, within 
certain limits, the payment of retirement pensions of not to exceed $120 a month 
to individuals who were on the pension or gratuity rolls of railroad employers. 
A total of 47,977 pensioners was originally transferred on July 1, 1937. In that 
vear the total number of railroad employees was 1,991,000; the average num- 
ber was 1,276,000. The legislative history shows there was a clear intent that 
the system should be self-supporting through contributions collected in the 
form of payroll taxes on the carriers and their employees, and interest earnings 
on the invested reserves. 

On July 30, 1946, legislation was enacted to broaden the railroad retirement 
system and to relate it in part to the old-age and survivors insurance system 
which had been enacted in 1935 as a contributory old-age retirement system and 
broadened in 1939 to provide survivorship benefits. 

The railroad retirement amendents of 1946 provided monthly annuity and 
lump-sum death benefits for survivors of railroad employees, patterned after 
the 1989 amendments to the Social Security Act but approximately 25 percent 
higher in amount. These amendments provided also for a system for correlating 
the payments to survivors on the basis of the combined wage records of the 
deceased worker under the Social Security and the Ruilroad Retirement Acts, 
with payments to be made under one program or the other. The law also liberal- 
ized permanent and total-disability benefits for railroad workers, added benefits 
in cases of occupational disability, and raised the minimum level of benefits. It 
raised the payroll-tax rates substantially in order to make up for the inadequacy 
in previous rates and to finance the increased benefits on substantially a full 
reserve basis. Representatives of the carriers contended that these tax rates 
were not sufficient to keep the system self-supporting, but the Chairman of the 
Board defended the rates as adequate. 

On July 28, 1948, the Congress enacted amendments increasing benefit rates 
by 20 percent without an increase in the contribution rates. It also restored a 
provision, which had been removed from the Railroad Retirement Act in 1946, 
for guaranteeing to the employees the full return of their individual employee- 
contribution either in the form of benefits or in the form of a residual payment. 

Subsequent events demonstrated that the railroad retirement system could 
sustain the higher level of benefits without further tax increase, mainly because 
railroad payrolls had risen during the war and the early postwar years. As the 
average earnings of railroad workers rise, benefit liabilities do not increase in 
the same proportion, so that the advancing level of railroad wages has tended to 
Strengthen the finances of the retirement system, although successive rounds of 
benefit increases have raised benefit costs more than revenues had increased. 

The latest major revisions in the Railroad Retirement Act were made in the 
1951 amendments (Public Law 234, 82d Cong.) which again increased and ex- 
panded benefits; provided benefits for the first time for the wife or dependent 
husband of a retired railroad employee and for dependent aged widowers of 
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railroad employees; provided that persons with less than 10 years of service jn 
the railroad industry should be credited for this service under the old-age ang 
survivors insurance system rather than the railroad retirement system, and 
established financial interchange arrangements between the railroad retirement 
and OASI systems. Under the Social Security Act amendments of 1952 (lublic 
Law 590, 82d Cong.), benefit payments under the Railroad Retirement Act wil! be 
further increased in September 1952 because of its OASI minimum provision 
The payroll-tax rate remains the same as established in 1946. 


II. EXISTING INTERRELATIONS OF THE RAILROAD RETIREMENT WITH OLD-AGE AND sUp- 
VIVORS INSURANCE AND OTHER SYSTEMS 


A. Statutory interrelationships 

While the railroad retirement and the old-age and survivors insurance systems 
were created separately and have been developed through separate amend- 
ments at different times, there has been increasing recognition that each of 
them in its sphere could be of assistance to the workers employed in the rail. 
road industry. This has led to proposals from time to time for interrelating 
the two systems. For example, the Advisory Council on Social Security of the 
Senate Committee on Finance recommended as follows in April 1948: 

“Railroad employees.—The Congress should direct the Social Security Ad. 
ministration and the Railroad Retirement Board to undertake a study to deter- 
mine the most practicable and equitable method of making the railroad retire- 
ment system supplementary to the basic old-age and survivors insurance pro- 
gram. Benefits and contributions of the railroad retirement system should he 
adjusted to supplement the basic protection afforded by old-age and survivors 
insurance, so that the combined protection of the two programs would at least 
equal that under the Railroad Retirement Act.” 

The President, in his budget message in January 1951, proposed the follow- 
ing general policy with respect to the general social-security program : 

“Our aim should be to establish for all employed people a minimum protection 
that each person takes with him wherever he works. Vension and insurance 
plans for special groups should supplement social-security benefits as industry 
pensions already do for several million workers.” 

As benefits under both the old-age and survivors insurance and the railroad 
retirement systems have been expanded and liberalized, statutory provisions 
interrelating the two systems have been added. This process has gone on 
gradually. The 2 main steps have been the 1946 and the 1951 amendments 
to the Railroad Retirement Act. Changes in the Social Security Act have also 
affected the railroad retirement system, for example, through the provision of 
military service credits for all veterans of World War II and the Korean con- 
flict. As a result of the successive amendments, the two systems are now Closely 
interrelated in substantial respects involving benefits, financing, and administra- 
tion. Some examples of major statutory interrelationships are the following: 

1. Coordination of survivor benefits under railroad retirement and o!d-ace 
and survivors insurance systems by 1946 amendments.—The Railroad Retire- 
ment Act amendments of 1946 provided survivor benefits for the first time for 
railroad workers, patterned after the benefits then available under the old-ave 
and survivors insurance system. Since at that time it already appeared that 
the majority of railroad workers had some old-age and survivors insurance 
covered employment, the new law provided for coordination of survivors’ benefits 
under the two systems, with the survivors’ benefits computed on the basis of 
railroad employment combined with employment under the Social Security 
Act. The new survivor benefits were payable by the Railroad Retirement Board 
in cases where the worker at the time of death was connected with the railroad 
industry. In other cases, railroad service was made creditable toward survivor 
benefits payable under the old-age and survivors insurance system, thus safe- 
guarding the rights of those individuals who failed to qualify for survivor 
benefits under the Railroad Retirement Act. Survivor benefits under the Rail- 
road Retirement Act were 25 percent higher than under old-age and survivors 
insurance in recognition of the higher tax rates prevailing under the railroad 
retirement system. 

Provision was made to prevent payment of survivorship benefits under both 
systems at the same time. The consolidation of employment credits has required 
close administrative relationships between the Railroad Retirement Board and 
the Social Security Administration. The law requires that they supply each 
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other, on request, with certified service and wage records pertinent to their 
respective spheres of administration. 

Benefit payments under old-age and survivors’ insurance to workers with 
less than 10 years of railroad employment.—Under the Railroad Retirement 
Act amendments of 1951, coordination of the railroad retirement and old-age 
and survivors’ insurance systems was advanced by transferring short-time work- 
ers to the old-age and survivors’ insurance system for benefit purposes. For 
payroll tax purposes, all covered railroad employment continues under the Rail- 
road Retirement Act. Short-time workers thus transferred are those covered 
inder the Railroad Retirement Act who die or retire with less than 10 years of 
railroad service, excepting for those awarded annuities before October 30, 1951. 
For benefit purposes any such short-time worker is considered to have been 
overed under the old-age and survivors’ insurance system for the period of his 
railroad service after 1936. His benefits are payable under the Social Security 
\ct and are based on his railroad service combined with his employment other- 
wise covered by old-age and survivors’ insurance. The Social Security Act 
formula is used in computing benefits for such claimants, but in addition residual 
penefits are paid pursuant to the Railroad Retirement Act. In computing these 
residual payments no deduction is taken for retirement benefits paid under the 
Social Seeurity Act on account of nonrailroad employment. 

3. Restriction on dual benefits under the Railroad Retirement and Social 
security Acts.—In determining benefits payable under the Railroad Retirement 
Act, credit is given for employment in the industry prior to 1937. Under the 
OASI system, since the 1950 amendments, benefits are computed by a weighted 
formula which, for continuously employed individuals under the system, makes 
length of service unimportant. In addition, both systems provide a higher 
proportionate replacement of low earnings in order to help assure at least a 
ninimum level of income. 

To prevent the pyramiding of benefits because of credits for service before 
1937, the 1951 amendments to the Railroad Retirement Act added a provision 
mder which a railroad retirement benefit based in whole or in part on such 
service must be reduced if the employee is receiving (or is or could on applica- 
tion be entitled to) an OASI retirement benefit simultaneously. This provision, 
which became effective November 1, 1951, applies to annuities and pensions 
warded before as well as after that date, but is subject to a saving clause 
which provides that railroad-retirement beneficiaries on the rolls on October 31, 
151, were to receive at least as much as before enactment of the restriction. 
Railroad annuities based entirely on service after January 1, 1937, are not 
affected by this restriction. Nor does it apply to survivor benefits which were 
placed on a coordinated basis by the 1946 amendments to the Railroad Retire 
ment Act. 

4. Minimum guaranty based on OAST formula.—Under the 1951 amendments 
rt Railroad Retirement Act, railroad workers were provided a guaranty of 
winimum benefits at least equal to those under the Social Security Act. This 
OAST minimum guaranty specifies that both retirement and survivor benefits 
pavable under the Railroad Retirement Act are to be at least as large as those 
that would be payable for the safe wage history under OASI. Accordingly, in 





| the case of each person eligible for benefits under the Railroad Retirement Act, 


lternative computations are made under both the railroad-retirement formula 
and the OASI formula, and the higher of the two is the amount payable. 

This minimum guaranty increases both retirement and survivor benetits under 
the railroad retirement system for many people. The Railroad Retirement Board 
has stated that in the next 10 years practically all survivorship claims under the 
Railroad Retirement Act will be awarded on the basis of the OAST formula. 
This was before the 1952 Social Security Act amendments, which probably will 
engthen this period. 

In the case of retirement benefits, there is also a second minimum guaranty 
set forth in section 3 (e) of the Railroad Retirement Act. This affects particu- 
arly the low-compensation groups. 

5. Military service credits.—Credit for military service is provided under both 
‘he railroad retirement and the OASI systems at an assumed wage rate of $160 
1 Inonth, 

For the railroad retirement system, Public Law 801, 76th Congress, approved 
October 8, 1940, provided credit for military service before 1937. The Federal 
Government bears the extra cost. Appropriations from the general fund of the 
lreasury are authorized equal to the additional actuarial cost of these credits, 
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computed at the time the benefit is awarded. Under Public Law 520, 77th Coy 
gress, approved April 8, 1942, credit under the Railroad Retirement Act is jyro 
vided for railroad workers for military service in war periods after 1986. Under 
this law, such credit is provided to each individual who in the calendar year jy 
which the military service began or in the preceding year was employed hy a 
railroad. No minimum period of railroad service or minimum amount of earn. 
ings is required, Appropriations from the general fund of the Treasury are 
authorized in an amount equal to the “total additional excise and income taxes 
which would have been payable” under the Carriers Taxing Act schedules “for 
military service after December 31, 1936, if each of such individuals, in addition 
to compensation actually earned, had earned such compensation without limita 
tion as to amount earned by any individual in any one calendar month.” The 
provisions with respect to both benefits and taxes are applicable to railroad 
employees, as defined in this law, not only for World War II service but alsy 
for service in the current emergency because of the Korean conflict. 

In the case of OASI, the Social Security Act Amendments of 1946, effective 
August 10, 1946, provided that any World War II veteran who died during the 
period of 3 years immediately following his separation from active service was 
deemed to have died fully insured under the OASI system, with an assiimed 
average wage of $160 a month. The specific cost of these credits for military 
service was borne, prior to the 1950 amendments, by the Government on the sane 
actuarial basis as for credits for pre-1937 military service under railroad retire 
ment. Under the 1950 Social Security Act Amendments, general credit for 
military service during the period September 16, 1940, to July 24, 1947, was 
provided on a month-for-month basis. Similar credit was provided for military 
service from July 24, 1947, to December 31, 1958, by Public Law 590, 82d Congress, 
approved July 18, 1952. The Congress has adopted the policy of requiring the 
OASI trust fund to absorb the cost of these month for-mouth credits for military 
service. 

The administration of these military service credits under the two systems is 
subject to restrictions against their dual use, specified in the laws governing 
both systems. Section 4 of the Railroad Retirement Act provides : 

‘In the event military service is or has been used as the basis or as a partial 
basis for a pension, disability compensation, or any other gratuitous benefits 
payable on a periodic basis under any other Act of Congress, any annuity under 
this Act or the Railroad Retirement Act of 1935, which is based in part on such 
military service and is with respect to a calendar month for all or part of which 
such pension or other benefit is also payable, shall be reduced with respect to that 
month by the proportion which the number of years of service, by which such 
military service increases the years of service, or the service period, as the case 
may be, bears to the total years of service, or by the aggregate amount of such 
pension or other benefit with respect to that month, whichever would result in 
the smaller reduction.” 

Correspondingly, subsections (a) and (e) of section 217 of the Social Security 
Act provide that military service is not to be credited if “* * * a benefit (other 
than a benefit payable in a lump sum unless it is a commutation of, or a substitute 
for, periodie payments) which is based, in whole or in part, upon the active mili- 
tary or naval service of such veteran * * * is determined by any agency or 
wholly owned instrumentality of the United States (other than the Veterans’ 
Administration) to be payable by it under any other law of the United States 
or under a system established by such agency or instrumentality.” 

The execution of these provisions against dual benefits naturally requires close 
working relationships between the Railroad Retirement Board and the Federal 
Security Administrator. Furthermore, the laws are not clear as to which system 
is to use the credits first in cases where beneficiaries are eligible for benefits 
under both systems. In practice, the laws have been interpreted to mean that 
in cases Where individuals with more than 10 years of railroad coverage are 
eligible for retirement benefits under both systems, any credit for military service 
is to be counted first under the Railroad Retirement Act. However, if the mili- 
tary service credit has already been used under some other system, credit for 
the military service is given under the railroad retirement system but the benefit 
amount is reduced by some proportion as specified in section 4 of the act. This 
results in some degree of duplicate credit (e. g., by serving to qualify a person 
for benefits under the railroad retirement system) which would not occur under 
the alternative method of a complete disallowance of credit which has been 
already used in another system. This problem does not arise between the rail- 
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road retirement and OASI systems in connection with survivor cases, since the 
henefits for such cases are payable under only one system. 

6. Provisions for financial interchange between the railroad retirement account 
and the OASI trust fund.—The 1946 amendments to the Railroad Retirement 
Act which introduced the survivor benefit coordination provisions contained a 
related provision calling for a study of the distribution of the financial burden 
of such benefits between the two systems. Section 5 (k) of the Railroad Retire- 
ment Act was amended to provide that— 

“Not later than January 1, 1950, the Board and the Federal Security Adminis- 
trator Shall make a special joint report to the President to be submitted to Con- 
cress setting forth the experience of the Board in crediting wages toward awards, 
and the experience of the Social Security Board in crediting compensation toward 
wards, and their recommendations for such legislative changes as are deemed 
advisable for equitable distribution of the financial burden of such awards 
between the retirement account and the Federal old-age and survivors insurance 
trust fund.” 

The special report required by this section was transmitted on September 21, 
1950 (Slst Cong., House Doe. No. 707), but the recommended transfers of funds 
were not enacted and this section was superseded by more comprehensive financial 

djustment provisions in the Railroad Retirement Act amendments approved 
October 30, 1951. 

Thus in 1951 section 5 (k) of the Railroad Retirement Act was amended to 
provide for a financial interchange between the railroad retirement account 
and the OASI trust fund designed to place the trust fund “in the same position 
in which it would have been * * * if service as an employee of a railroad after 
December 31, 1936, had been included in the term ‘employment’ as defined in 
the Social Security Act and in the Federal Insurance Contribution Act.” This 
is a far-reaching section which extends to financial arrangements not only on 
account of survivors and workers with less than 10 years of railroad service but 
also with respect to retirement benefits for workers with over 10 years of rail- 
road employment. 

The new section specifies several steps for this financial interchange. The 
procedures to be followed have been the subject of discussion between representa- 
tives of the Railroad Retirement Board and the Federal Security Agency. 
The various steps required in the adjustment process have been illustrated 
in an article by the chief actuary .of the Social Security Administration, 
Mr. Robert J. Myers, in the Social Security Bulletin for March 1952. Section 
° (k) provides that the Railroad Retirement Board and the Federal Security 
Administrator shall determine by January 1, 1954, the amount of the initial 
adjustment for the period December 31, 1936, through June 30, 1952. It was 
estimated during the congressional consideration of the 1951 amendments 
that the Railroad Retirement Account would owe the OAST trust fund in the 
neighborhood of $700 million for this initial period. The law does not provide 
for the actual transfer of this initial amount, but beginning with the fiscal year 
1953 annual interest payments are to be transferred from the Railroad Retirement 
Account to the trust fund. These are to be based on the amount as finally deter- 
lined and on the average rate of interest borne by all interest-bearing obligations 
of the United States. This is the same interest rate paid by the Treasury on 
special issues of Government obligations in which other OASI reserves are 
invested. In addition, beginning with the fiscal year 1953, annual reimburse- 
nents are to be effective between the account and the trust fund in amounts which 
would place the trust fund in the same position in which it would have been if 
railroad employment were covered under the Social Security Act. If the reim- 
bursement for any year is from the trust fund to the account, it may be offset 
against the amount determined for the initial period through June 30, 1952. 

The financial determinations required by the 1951 amendments will be a difficult 
undertaking, particularly on the benefit side. 

7. Coordination with other retirement systems.—Since credit for military 
service is allowed under various Government retirement and benefit systems, the 
railroad retirement system, in considering applications for credit for military 
service, has to check not only the case records of OASI but also those of other 
systems in order to conform to the statutory limitations on the double use of 
credits for military service. Other systems involved include the uniformed 
Services retirement system, the civil-service retirement and disability system, 
and the veterans compensation and pension program. 

33494 —53—pt. 1-41 
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Because there is in most cases no provision for combining credits for employ. 
ment covered by different systems, many individuals may fail to acquire eligibility 
or adequate protection under any system. Om the other hand, pyramiding of 
benefits may result in instances where an individual succeeds in qualifying for 
benefits simultaneously under several systems. These have been the chief consid. 
erations leading to proposals, mentioned earlier, to make OASI basic for al) 
workers throughout their working careers. The objective is to assure at least a 
minimum degree of protection for every person, with the possibility of supple. 
mentation by a staff system in the industry, occupation, or company in which he 
serves for a substantial period. This would help also to reduce barriers to labor 
mobility. 

A large segment of Federal Government employees are covered at present by 
OASI rather than the civil-service retirement and disability system. For these 
individuals, a shift between Government employment and outside covered employ- 
ment will not impair or otherwise affect their basic retirement or survivorship 
rights. Those who shifted from railroad employment to Federal civil service, 
or vice versa, may face the problem of making a new start on the acquisition of 
benefit rights. The same might be true as between the railroad system and other 
types of employment outside OASI coverage. While the number of persons 
affected probably is relatively small, the loss of protection could prove important 
for individual families, 

Outside of agriculture and employment in Government—Federal, State, and 
local—the railroad industry comprises the largest body of workers to whom ful! 
OASI protection has not been extended. In the case of other industries, ¢ 
steel, coal mining, automobile production, the industry or company retireiuent 
plans are designed to supplement OASI for the longer-term workers in the indus 
try. Workers who spend a short time in any industry covered by a. special! 
pension plan and then move on to employment elsewhere retain continuously the 
basic protection of the OASI system but ordinarily do not partake of the beneltits 
of the special industry or company retirement plan. The President, in his budget 
message for 1953, proposed a somewhat similar plan of survivors protection for 
the families of servicemen. 





B. Shifting employment and dual coverage 

Since the Bureau of the Budget necessarily depends upon the Railroad Retire 
ment Board and the Federal Security Administration for statistics relating to the 
coverage of employees under these two systems, this memorandum dovs not 
undertake to present such data in detail. It is assumed that these agencies wil! 
make such data available to the Joint Committee. In response to the committee's 
request, however, it may be helpful to indicate some types of information which 
is available or might be gathered in order to throw light on the problem of shifting 
employment and dual coverage. 

Several items from annual reports of the Railroad Retirement Board may 
illustrate the extent to which employees covered by the railroad retirement 
system are career workers. Table I shows for 1947 the number of years of 
completed service for persons connected with the railroad industry. Of the 73 
million individuals who had some active railroad service between the inaugur: 
tion of the system in 1937 and the vear of the tabulation, 1947, about 2.4 million 
were in active service in 1947 and 4.9 million were no longer in active service 
Of this 7.3 million employees, 87.8 percent had less than 10 years of railroad 
employment. Of the 2.4 million employees still in active service in 1947, two 
thirds had less than 10 years of railroad service, while of the 4.9 million inactive 
employees 98.2 percent had less than 10 years of railroad employment. 

Further indication of the degree of turnover in the railroad labor force is given 
by table II. This table shows that in the 13 years 1938-50 new entrants each year 
into railroad employment ranged between 11.6 and 64.3 percent of the averuge 
number of employees in service during the year. This indicates that in the years 
with the lowest ratio of new entrants to average employment, the rate of recruit 
ment was equivalent to replacement of the entire personnel in less than 9 years 
There is, of course, a nucleus of career employees who continue with the industry 
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Taste I.—Employees with railroad service, by years of completed service, as of 



































1947 
Number (in thousands) Percent 
Employees Employees ' 
in active Inactive . in active nactive | 
service, (employees ! Total service, ‘employees ') Total 
1947 | | 1947 
593 | 4, 023 | 4, 616 24.9 82.0} 63.3 
713 | 704 1,417 29.9 14.3) 19.4 
» 281 85 366 11.8 1.7 5.0 
108 | 32 140 4.6 | wal 1.9 
97 | 27 | 124 3.9 | 6 1.8 
) 155 | 16 | 171 6.5 .3 2.3 
é 173 | 8 | 181 7.3 2 2.5 
é 117 | j | | 
82 ll | 277 3.4 2 3.8 
r 67 2.8 
2,886} 4,906] 7,202 100. 0 | 100.0 100.0 
d 1 Includes only those with active railroad service since 1936. 
i Source: Annual report of the Railroad Retirement Board for 1949, pp. 138, 140. 
i TABLE I1.—Railroad employees, by employment status, 1937-50 
i {In thousands] 
it ; _ . ] 
ts New entrants 
p iE —_ | Average as percent of 
‘ Employees | Employees | amy | New Reen- number of average 
" Year in service | separated acne ow en- | trants |¢™Ployees in} number of 
during year | during year | .) ’ | trants | jservice during) employees in 
ey | end of year | year service during 
| year 
} | | } | 
e - _ } * Sica | 
he 1937 zit 1,991 580 1,411; @ | @ 1, 276 | () 
ot 1938 ade 1, 612 | 256 1, 356 | 194 | 7 1, 090 17.8 
+1) 1939 Sesodiah 1, 661 | 250 | 1,411 | 235 | 71 1, 148 20. 5 
os 1940 Jal 1, 703 | 271 | 1,432} 247; 44] 1, 192 20.7 
7s 1941 peed 2, 047 | 436 | 1,611 | 549 66 | 1,318 41.7 
ch 1942 wonka 2, 582 788 | 1, 794 | 905 | 66 1, 466 61.7 
* 1943 1" 2, 881 73 | 1, 908 1, 022 | 64 1, 587 | 64.3 
ng 1944 2, 898 920 | 1,978 | | 904 | 88 | 1, 667 54.2 
WG... scacuvided 3,010 1, 068 1, 942 | 833 | 198 | 1, 677 49.7 
ay 16 eit 2, 654 751 1, 903 455 258 | 1,618 28. 1 
: | ES 2, 471 614 | 1, 857 | 396 172 | 1, 595 | 25.1 
ont 1948 * 2, 316 466 | 1340} 309) 140} 1, 555 | 19.9 
of WE ceed 2, 090 430 1, 660 162 88 1, 400 | 11.6 
73 WR caxaveked 2, 034 2254 21,780 | 237} 137 1, 427 | 16.6 
ra . ai i ieee asinine 
ion ! Not available. 
ce ? Preliminary estimate. 
ad Note.—Employees separated represent employees (including those who die or retire) who work in a yeat 
vo but not in the following year; employees in active service at end of year are those who work in a year and 
Se in the vear following; new entrants are employees with no previous railroad service; and reentrants are those 


who returned to railroad service after an absence of at least 1 calendar year. The number in active service 
at end of any year is the difference between the number in service during the year and the number separated 


ven during the year. This difference, added to the number of new entrants and reentrants in the following 
ae year, gives the number in service in that year. Data are based on 4 percent sample. 

age Source: Annual Report of the Railroad Retirement Board for 1951, pp. 161-2. 

aur . 

uit Concerning the turnover in the labor force in the railroad industry, the Rail- 
ars | road Retirement Board in its Monthly Review for July 1952 (p. 130) stated: 

try. | “A total of 2,034,000 employees worked at some time in 1950, about 43 percent 


more than the average number employed. That means that on the average 143 
persons were required to keep 100 jobs filled during the year. The total number 
is much larger than the average because of movement in and out of the industry 
during the course of the year. In 1950, about 240,000 new employees came into 
the industry, and 140,000 came back to railroad employment after having been 
out for at least all of 1949. An estimated 250,000 employees in service in 1950 
did not remain in the industry in 1951. 
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“The new employees in 1950 brought to approximately 8,400,000 the total num. 
ber who had some railroad employment in the 14-year period 1937-50. About 
7,500,000 of them, including 5,500,000 who were not in railroad service in 1959 
were still living and had not yet retired as of the end of 1950; 250,000 wer on 
the retirement rolls; and 650,000 had died.” 

In 1950 the average employee who was employed in the railroad industry only 
worked 9.3 months in that industry. Less than 60 percent were employed the 
full 12 months, and nearly one-fifth were employed less than 3 months. 

The working life of an employee usually is over 40 years. Hence, it is clear 
that a substantial number of employees who work in the railroad industry anq 
attain insured status under the railroad retirement system are also likely to 
spend a substantial proportion of their working life outside such employment. 
Since the coverage of the OAST system now extends to around 80 percent of the 
civilian labor force, there is a high probability that these individuals will engay 
in employment covered by the OASI system and also attain insured sta 
under it. 

We know of no recent studies identifying the extent of dual coverage under 
the Railroad Retirement Board and OASI systems. However, it might be noted 
that in the hearings before the Senate Subcommittee on Railroad Retirement 
Legislation, S2d Congress, Ist session (pp. 549-550) it was estimated that from 
50 to 90 percent of railroad employees with at least 10 years of railroad service 
and 10 years during their working lifetimes when they were not employed by 
the railroad industry were likely to attain eligibility for OASTI benefits as th 
result of alternating employment. The committee might find it useful to obtain 
more precise information from the two agencies, although in view of recent 
extensious in the coverage of the OAST system, it is likely that any actual figures 
that can be obtained at this time would understate the extent of dual coverage 

One consequence of shifting employment may be the duplication of benefits 
which occurs when a worker quatifies under both systems, since the formula ij 
each case is weighted to provide more adequate minimum benefits. While some 
duplication is prevented by the coordination of survivor benefits and by the 
restrictions applying to dual benefits based on service prior to 1937, duplication 
is still possible in the case of retirement benefits which are based only on service 
after 1936. Such duplication necessarily permits windfall benefits and increases 
the cost of the railroad retirement system. 

C. Effects of interrelationships 

The effects on the railroad retirement system of its coexistence with OAST and 
other systems may be considered broadly, in terms of a comparison of the objec 
tives of the several systems, or more particularly in terms of the impact of recent 
legislation. 

1. General effects.—The broadening of coverage, liberalization of benefits, and 
other improvements in the adequacy of the OASI system have made it the basic 
social insurance system of the country, as envisoned in the Advisory Council 
report quoted earlier. The existence alongside OASI of the railroad retirement 
System as a separate system for a particular industry has certain important 
consequences which need to be studied in formulating recommendations for 
amencment of the governing laws. 

The foremost of these consequences relates to windfall benefits and the resultant 
higher costs to the railroad retirement system, as noted above. With the bulk 
of nonrailroad employment covered by the OASI system, individuals qualify for 
benefits which, while based on different employment, are larger in total than they 
otherwise would be if the service were entirely under a single system. Dual 
payments are a less than optimum use of resources which raise costs and also 
create inequities in the treatment of different groups of beneficiaries. ‘To th 
extent that the provisions of the several systems are different, this fosters mis 
understanding and invites pressures for competitive changes in benefit provisions 

A second problem, peculiarly applicable to the railroad retirement syste! 
because it is the smaller of the two, results from its dependence on the economir 
state of a single industry. Because it is preponderantly a single-industry staff 
pension system, the railroad retirement system lacks the resources and the 
diversified insurance base of the OASI system. In such a situation, especial care 
must be taken to make sure that it is financed at all times on a basis which will 
assure future solvency. This directs attention to the corollary question of 
what scope of benefits is appropriate for a system with such selective coverace 

These problems have been recognized in legislation since 1946 which has pro 
vided for an increasing measure of interrelationship between railroad retirement 
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and OASI. The piecemeal legislation by which these changes have been effected 
has, however, created a third problem. The successive amendments have made the 
penefit and financial provisions of the two basic laws so complex that interpreta- 
tion is difficult, administration is slower and mose costly, and many workers and 
their survivors find it hard to ascertain their entitlements. 

2 Effects of recent amendments.—The 1951 amendments to the Railroad Retire 
ment Act increased benefits substantially while retaining present payroll tax 
rates, The financial gains to the railroad retirement account resulting from the 
shift of short-time workers to the OASI system are not sufficient to cover the 
cost of the benefit increases. The financial status and outlook of the systems is 
considered in the next section of this memorandum. At this point, attention is 
directed to two consequences of the financial interchange which.are of particular 
iuterest from a general budgetary standpoint. 

One relates to the procedure for achieving the initial financial adjustment 
between the two trust funds for the period ending June 30, 1952, estimated 
tentatively at $700 million. As the law stands, this amount will remain in the 
railroad retirement account, which will derive on it an interest differential 
estimated at $5%4 million a year at present interest rates. This differential 
results because the account is paid a flat rate of 3 percent interest on its special 
issues, Whereas the OASI trust fund will be credited with the average rate on the 
public debt, which is the rate the fund gets from the Treasury, currently 2%4 
percent. 

A second problem relates to appropriations to pay for military service cred- 
its. To date the Congress has appropriated to the railroad retirement account 
for this purpose $334 million, of which nearly $267 million has been paid. 
These appropriations were authorized before credits for such service was 
viven under the OASI ssytem and before the 1951 amendments to the Railroad 
Retirement Act transferred the short-time workers to the OASI system for 
benefit purposes. These recent amendments have removed from the railroad 
retirement account most of the benefit liability which derives from military 
service credits. This results because a very high percentage of those persons 
whose military service in World War II was covered in the appropriations to 
the railroad retirement account will have less than 10 years of railroad em- 
ployment and therefore will never draw benefits from that system. At the same 
time it is the pelicy of the Congress not to appropriate to the OASI Trust Fund 
for military service credits but to require it to absorb the cost of such credits, 
Under these circumstances, the joint committee may wish to consider this 
problem. 

Turning now to the Social Security Act amendments of 1952 (Public Law 
590), approved July 18, 1952, it may be noted that they affect the railroad 
retirement system in several respects: 

(a) Since OASI benefits for retired persons are raised by $5 a month or 12% 
percent, Whichever is larger, these higher benefits will be payable to persons 
retired under the Railroad Retirement Act in cases where the OASI minimum 
guaranty provisions apply. In other cases, where both a railroad retirement 
benefit based on service before 1937 and an OASI benefit are being paid, the 
OASI benefit will be increased but the increase will be offset by a reduction 
in the annuity under the Railroad Retirement Act. These retired beneficiaries 
will therefore derive no increase in total benefits, but rather the OASI system 
will henceforth pay a larger part of the total cost of benefits. 

It should be noted that the restriction against dual benefits is not applicable 
in cases where railroad service only since 1937 is counted. Such retired annui- 
tants will, of course, receive an actual increase in benefits. 

(b) Survivors of railroad workers will also receive increased benefits under 
Public Law 590 because of the application of the OASI minimum guaranty. 

(c) Section 6 of Public Law 590 raises the limitation on the amount of 
allowable earnings in employment covered by OASI from $50 to $75 a month 
for individuals receiving survivor benefits under the Railroad Retirement Act. 
This provision conforms to the work clause of the Social Security Act, as 
amended. The effect will be to permit more persons to draw survivor benefits 
under the Railroad Retirement Act. This will add to the costs of the railroad 
retirement system to the extent that survivor benefits under it exceed the 
rates under the OASI system. 

(d) Public Law 590 provides military service credits under OASI on a 
month-for-month basis for servicemen who serve in the Armed Forces from 
July 24, 1947, to December 31, 1953. The effect of Public Law 590 is some fur- 
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ther transfer of liabilities for military service credits from the railroad retire. 
ment system to the OASI system. 

Under the financial interchange provisions in the 1951 amendments to the 
Railroad Retirement Act, it is likely that on the whole the effect of the increases 
in OASI benefits under Public Law 590 will result in some financial benetit to 
the railroad retirement account. Generally speaking, this will be because the 
OASI system will pay a larger proportion of the benefits under the Railroad 
Retirement Act. While the Bureau of the Budget has not obtained estim:tesg 
of the financial effect of Public Law 590 from the Railroad Retirement Board, 
it is probable that there may be a net reduction of a fraction of a percent in 
the total cost of benefits under the railroad system of 14.4 percent estimated 
by the Railroad Retirement Board after the 1951 amendments. 


Ill, FINANCIAL STATUS AND OUTLOOK 


A. Railroad retirement finances 


The railroad retirement system is financed by payroll taxes borne equally by 
the carriers and their employees, In the 1937 law the rate schedule provided 
for an initial combined rate of 514 percent, with increases to 6 percent in 1940, 
to 6% percent in 1943, and eventually after 1948 to 7% percent. In the early 
years of the system it become apparent that the tax collections were not suff- 
cient to cover current obligations for benefits and also build up an adequate 
reserve to cover accruing liabilities for future benefits. In several years immedi- 
ately after the system was initiated, benefit disbursements virtually equaled 
tax receipts. One of the reasons for this was that the system had assumed a 
heavy obligation for its older employees and for those on the pension rolls of the 
carriers before 1937. 

From the inception of the railroad retirement system, it has unquestionably 
been the intention of the Congress that it be financially self-sufficient. While the 
liability for past service credits toward benefits assumed by the system has not 
been funded, tax rates have been set high enough to provide interest on this 
amount. This will necessarily continue as a permanent charge on future pay- 
rolls equal to the amount of interest that this liability, if funded, would earn. 

The 1946 legislation expanded benefits considerably, thus increasing the long- 
term cost of the system. This added to the existing gap between tax rates and 
costs. Accordingly, a new schedule of rates was adopted, in which for the 
years 1947 and 1948 the combined rate was set at 11% percent in lieu of the 
7% percent scheduled earlier. For 1949 through 1951 the combined rate was 
scheduled at 12 percent and then at 12% percent after 1951. The 1214-percent 
rate is now effective. 


B. OASIT finances 


Old-age and survivors insurance benefits are also financed through payroll 
contributions from employees and employers plus the interest on accumulated 
assets. The combined OASI tax rate was originally set at 2 percent beginning 
in 1937, and was scheduled to rise to 3 percent in 1940, 4 percent in 1943, 5 
percent in 1946, and 6 percent in 1949. However, the Congress held the rate at 
2 percent until the 1950 Social Security Act amendments. 

The OASI system at its inception assumed relatively a much smaller obligation 
for service prior to its creation than did the railroad retirement system. ‘This 
difference in past service obligations assumed by the two systems accounts in 
considerable measure for differences in financial requirements, At present, past 
service costs of the OASI system are about 2 percent of payroll as compared 
to about 5 to 6 percent under the railroad retirement system. These past service 
costs are part of the total level premium costs of these systems, which are about 
6 percent of payroll for OASI and about 14.4 percent for railroad retirement. 

Although the 1950 amendments to the Social Security Act increased benefits 
substantially, wages and payrolls had increased greatly since 1935, and it was 
estimated that the level-premium cost of the expanded system would be about 
6 percent of payroll, almost the same as the 1935 estimate for the original pro- 
gram. Both the House and Senate committee reports made it clear that the 
revised OASI program should be on a completely self-supporting basis. The 
new tax schedule set a 3-percent combined employer-employee rate effective from 
1951 through 1953 and provided for periodic increases to 61% percent by 1970, 
which were calculated to maintain the self-supporting basis of the system. 
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0. Railroad retirement outlook 


Despite the improvement in the financial condition of the railroad retirement 
system resulting from the rising payrolls in the World War II and subsequent 
years, the tax collections under the system will not cover benefit costs as in- 
creased in 1948 and 1951. The level-premium cost of the revised program was 
estimated by the Railroad Retirement Board after the enactment of Public Law 
»34 in 1951 at approximately 15.8 percent of payroll before giving effect to the 
transfer of short-term workers to OASI and the other financial interchange 
provisions, and at 14.4 percent after giving effect to these adjustments. Actu- 
arial testimony for the Social Security Administration during consideration of 
the amendments indicated some doubt that the savings to the railroad retire- 
ment system from these provisions will be as great as was estimated by the 
Board. 

The disparity of 1.9 percent between the 12.5 percent prevailing tax rate and 
the 14.4 percent estimated level-premium annual cost of benefits under the system 
represents at present payroll levels a difference of almost $100 million a year, 
This short fall will have the effect of further increasing the unfunded liability 
of the system, which now exceeds $9 billion. During congressional considera- 
tion of the 1951 amendments it was recognized that continuation on this basis 
could result in depletion of the fund sometime later in this century. 

The general trend toward rising prices and wages which has prevailed over 
the last decade has contributed materially to an improvement of the financial 
outlook of the railroad retirement system. Whether this improvement will con- 
tinue depends primarily upon future developments both for the economy in 
general and for the railroad industry in particular. In considering steps to 
restore the railroad retirement system to a self-supporting financial basis, the 
joint committee will no doubt wish to examine the economie prospects of the 
railroad industry, the impact of present payroll taxes on its competitive position, 
and the actuarial outlook for the retirement account on the basis of alternative 
assumptions as to employment, payrolls, and contribution rates. 

Presumably it was with some of these factors in mind that the committee in 
its letter to the Bureau requested citations to reports of committees of the 
National Tax Association on carrier taxation, since those reports contain inti- 
mations that in the view of these unofficial committees the tax burdens of the 
railroad industry, compared with taxes on other carriers, are in some respects 
“unneutral” in their economic effects. The citations to these reports, and the 
Government study which was their starting point, are appended.’ 


IV. OTHER PROBLEM AREAS 


A, Administration 


Administrative problems arising from present statutory interrelations of rail- 
road retirement with OASI and other retirement systems have been noted at 
several points in earlier sections of this memorandum. The net result of these 
complexities may be epitomized by the fact that in each retirement case the 
Ruilroad Retirement Board is required to make at least 2 complete calculations, 
and in some cases 7 complete calculations, in determining the correct amount 
of the benefit to be paid. 

In all likelihood, an examination of existing procedures by the joint committee 
would reveal instances in which simplification of the statutory requirements 
would reduce the administrative burdens and costs not only of the Railroad 
Retirement Board but also of the Social Security Administration. Simplification 
of the procedures would also help to reduce delays in benefit payments which 
now occur in complicated cases, particularly those involving interrelationships 
among the systems. However, many of the existing complexities result from 
basic features of the present statutory method of interrelating the two systems. 


B. Differences in benefit and eligibility provisions 


The definitions, eligibility provisions, and benefit structure of the railroad 
retirement and OASI system, though similur in many respects, differ on several 


‘The reports referred to are (a) tentative report of the committee of the National Tax 
Association on the taxation of Comepererties. in the association's Proceedings of the 39th 
Annual Conference on Taxation, 1946, pp. 71-105; and (b) Final Report of the Committee 
on Taxation of Aree, in Proceedings of the 44th Annual Conference on Taxation, 
1951, pp. 347-375. he committee of the association was appointed to review the following 


reports of the Board of Investigation and Research under the Transportation Act of 
1940: (a) Carrier Taxation; (b) Public Aids to Domestic Transportation, both published 
in September 1944 as H. Doc. 159 and H. Doc. 160 of the 79th Cong., 1st sess. 
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points. Since neither program by itself is simple, they become quite complex 
when interrelated. This makes it hard to explain the systems to beneficiurijes 
and to the publie. 

Two types of benefits available to railroad workers and not provided under 
OASI are disability protection and lump-sum residual payments. Any individual] 
with a current connection with the railroad industry who has had 20 years or 
more of service in the industry, or has attained age 60 with 10 years of service, 
may qualify for occupational disability benefits if he is disabled for work jn 
his regular occupation. In addition, any individual who has had 10 years or 
more of railroad service may qualify for benefits for total and permanent disability 
if he is unable to engage in regular employment of any kind. , 

Under the residual-payment provision the estate of a deceased railroad worker 
is entitled to a refund of approximately the amount by which his aggregate 
contributions as an employee exceed the cumulative total of benefits paid to 
him or his survivors on account of his railroad service. 

Other differences include the following: (a) Computation of monthly average 
wages for benefit purposes, which is accomplished for railroad retirement in 
terms of average earnings during months of actual employment, whereas the 
average for OASI is computed over the whole elapsed pediod of time from the 
beginning of covered employment. (0b) The use of a double system of minimum- 
benefit provisions in the railroad system. This is described in section II (A) (4) 
above. (c) The limit on maximum benefit. Under the railroad retirement 
system there is no ceiling on benefits for either the individual or the family, 
so that low-wage workers with long periods of service may receive benefits higher 
than their previous average wages. In the OASI system a ceiling of 80 percent 
of average wages, or $168.75, whichever is smaller, applies to the total amount 
payable to a family. (d) Effect of additional years of service. Above the 
guaranteed minimum, the benefit formula of the Railroad Retirement Act com- 
putes benefits directly in proportion to years of service. The OAST formula 
provides no increment for years of service but reduces benefits in proportion 
to periods outside of covered employment. (e) Retirement ages for women. 
Under the railroad retirement system women employees with 30 years of service 
may retire at age 60 with full retirement benefits. The qualifying age under 
OASI is age 65. 

C. Short-time workers 

There is a considerable difference in the treatment of workers under the 
Railroad Retirement Act with less than 10 years of railroad service and those 
under the OASI system. This presents a special problem of equity which is 
not fully resolved by the provision for a guaranteed return of contributions 
under the railroad system. Under the 1951 amendments to the Railroad Re- 
tirement Act, those who serve less than 10 years in the railroad industry con- 
tribute during these years at the railroad-retirement rate of 614 percent but 
may qualify only for the same benefits for which a worker covered continuously 
under OASI has paid the lower contribution rate of that system, currently 1% 
percent. Because benetits are financed from employers’ contributions and interest 
income, as well as from employees’ contributions, the cumulative total of benefits 
paid on account of most individuals will exceed the sum of the employees’ own 
contribution. In some instances the estate of the worker will regain from 
the railroad-retirement system some of the employee’s contributions through 
the operation of the residual payment provision, but in such cases there will be 
deducted from this excess all survivor benefits and that part of the OASI 
retirement benefits based on railroad service. As a result, these short-time 
workers on the average get less benefit in proportion to contributions than do 
persons in employment covered directly by OASI. 

The level-premium cost of all residual payments under the railroad-retirement 
system has been estimated at 0.54 percent of covered payroll, out of the total 
of 14.4 percent for all benefits. 

Another aspect of this particular problem is the sharp difference in benefits 
as between the person who barely qualifies for retirement benefits under both 
the railroad-retirement and OASI systems and the person who just misses 
qualifying under railroad retirement and receives only OASI benefits. For 
example, a worker retiring in 1971 with 9 years of railroad service and 11 
additional years under social security, assuming that he earned the maximum- 
covered wage of $300 a month, would get an OASI benefit of $85 a month and 
no monthly payment from railroad retirement but only the guaranty of 2 
possible residual payment to his estate. In comparison, a worker with 10 years 
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under each system at the same wage rate would get $55.20 from the Railroad 
tetirement Board and $62.50 from the Social Security Administration, a total 
of $117.70 a month. 

V. POSSIBLE FURTHER STEPS 


One of the chief reasons for creation of the present Joint Committee on Rail- 
road Retirement was the expressed congressional concern over the difference 
between estimated level-premium costs and payroll tax collections for the system, 
Although we have not made an actuarial analysis, testimony in the hearings on 
the 1951 amendments indieated that the magnitude of the increase in covered 
payroll that would be required to bring the level-premium cost within 12% per- 
cent would be greater than could reasonably be expected in this industry in the 
near future in the absence of a general inflation. 

Although inflation adds to tax yields, it likewise increases benefit costs by 
raising average wages on which benefits are based and by creating demands for 
benefit increases. In any case, it would not be prudent to rely upon the con- 
tingency of inflation to solve the financial difficulties of the railroad retirement 
program. 

Accordingly, the major possible alternatives to be studied at this time appear 
to be: 

(1) Measures to increase the payroll contribution ; 

(2) The question of a Government subsidy ; 

(3) The tightening up of the benefit structure; and 

(4) Complete coordination of the two systems. 

Among measures to increase the payroll contributions, the principal possibili- 
ties are an increase in the taxable wage base above the present level of $300 a 
month or an increase in tax rates, or both. An increase in the wage base, though 
it would make a net addition to revenue, carries with it some increase in benefit 
liabilities. Im considering any further increase in the tax rate, it is necessary 
to assess not only the competitive position of the railroad industry but also the 
willingness of the employees to pay a heavier rate. 

So far as a Government subsidy is concerned, there is a question of the prece- 
dent that would be established. Use of the general revenues to aid a retirement 
program for workers in a single industry would surely lead to pressures for 
similar help to other groups. Also, the Congress has made it clear that the 
general OASI program should be self-financed through payroll taxes, without 
any contribution from the Federal Government. If the Government is to use 
general revenues to help provide retirement and survivors’ benefits for workers, 
it would be more appropriate to do this through the general program that includes 
the great majority of the gainfully employed, rather than to limit the aid toa 
selected group. 

Economies for the railroad retirement system could be effected by tightening 
up various benefit provisions, as indicated in parts II and IV of this memorandum, 
with reference to shifting employment and dual coverage. For the most part, 
such improvements would be in the direction of better interrelations with the 
OASI system, for example, through the application of a common work clause 
and elimination of some of the present overlapping of benefits. The range of 
possible readjustments is broad, and the financial effects upon the railroad 
retirement system will depend primarily upon the extent of coordination with 
OAST, 

Complete coordination of the two systems would involve extension of full 
OASI coverage to all railroad workers and revision of the railroad retirement 
benefit schedules and eligibility requirements to make this system an adequate 
staff pension plan. 

This approach would afford substantial savings to the railroad retirement 
system for two primary reasons. In the first place, a more consistent overall 
pattern of benefits would permit more effective protection for most workers, 
Under present conditions some people can and do qualify for benefits under both 
systems, and, since both systems favor the person with low aggregate earnings, 
windfalls occur. Thus a person with a minimum coverage under both systems 
would get substantially more for his dollar of contribution than would a person 
Who spent a working lifetime under either system. By contrast, staff pension 
plans that are tailored to take account of OASI do not, by their very nature, 


_ involve such windfalls. 


Another possible source of savings lies in the work clause. Under present law, 


railroad retirement annuitants can work in employment covered under OASI 


a 


without losing their railroad benefits. With a common work clause, neither 
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system would pay retirement pensions to employed people (except those employed 
outside of either OASI or railroad employment). 

The interrelationships that now exist between the railroad retirement ang 
OASI systems suggest the possibility that a closer and simpler coordination 
might help to solve some of the problems of the railroad retirement system, 
Whether the railroad retirement system should be revised to provide protection 
over and above OASI for longer-term employees in the railroad industry in 
manner paralleling the plans adopted by other major industries, is a question 
that has to be considered in the light of national policy, the particular needs ang 
desires of the railroads and the railroad employees, and the interests of the 
public. The feasibility and implications of such a change merit examination. 

When the 1951 amendments to the Railroad Retirement Act were under con- 
sideration, the Bureau of the Budget, in the course of preparing its reports 
to the congressional committees, made a rough analysis of the savings that might 
be possible through coordination of the railroad retirement system with OASI, 
This analysis was based on the railroad retirement system as it existed prior 
to the 1951 amendments. The data used were those published in the fourth 
actuarial valuation which, in turn, is based on experience of the system up 
through 1947. On the basis of this rough actuarial exploration, it appeared 
that, if basic OASI coverage were accorded to all railroad workers, there was 
possibility of substantial savings for the railroad retirement system. More 
specifically, it was estimated that if such OASI coverage were given to the 
railroad workers and if the railroad retirement system were then to pay the 
difference between the OASI benefit schedules and their own benefit schedules 
(including in the difference the additional railroad retirement benefits that 
have no counterpart in OASI), the cost to the railroad retirement system would 
be about 5% percent. When added to the present 3 percent OASI payroll! tax 
rate, the combined tax rate would come to 8% percent as compared with the 
prevailing 12% percent railroad retirement tax rate. As the OASIT tax rate 
increases over the years, the differential would diminish. By 1970 and there. 
after, it would amount to only one-half percent. However, the interim savings 
would be substantial. We believe this would be fruitful ground for further 
exploration which the committee might wish to test by a thoroughgoing actuarial 
analysis which will take into account the 1951 and other amendments. 
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Secrion IV 


RELATIONSHIPS OF THE RAILROAD RETIREMENT SYSTEM WITH 
THE SOCIAL SECURITY SYSTEM 


lor nearly 10 years of its existence, the railroad retirement system 
existed alongside the social security system with practically no inter- 
relationships. However, the 1946 amendments achieved a degree of 
coordination by combining service under the two systems for survivor 
benefits. During this period, and up to the passage of the 1951 amend- 
ments to the railroad system, much discussion centered about the prob- 
lems created by the separate existence (not only of the railroad retire- 
ment system, but also of the civil service, State, school, municipal, and 
other governmental retirement systems), shifting employment with 
consequent dual benefits to some but loss of credits to others. 

Section IV of this part of the report is devoted to a discussion and 
analysis of the issues surrounding the relationships between the rail- 
road retirement and social security systems. Chapter 9 is concerned 
with the background of the issues. Chapter 10 takes up specific provi- 
sions in the present Railroad Retirement Act designed to “coordinate” 
the two systems (i. e., recognizing the existence of the two systems and 
making adjustments accordingly). Chapter 11 considers the proposi- 
tion of going beyond present coordinating provisions by “integrating” 
the railroad retirement and social security systems (i. e., cover all 
railroad employees under social security with a provision for additional 
railroad benefits financed by taxes paid in excess of social security taxes 
and administered by the Railroad Retirement Board). 


615 








CHAPTER 9 


BACKGROUND OF THE ISSUES SURROUNDING THE RE. 
LATIONSHIPS OF THE RAILROAD RETIREMENT AND 
SOCIAL SECURITY SYSTEMS 


SUMMARY 


Issues surrounding relationships of the railroud retirement and so- 
cial security systems are placed in perspective by discussion of (1) 
social and politic ‘al considerations; (2) previous positions, studies, and 
reports; (3) historical background; (4) substantive problems; and 
(5) an outline of present coordinating features. 


I, INTRODUCTION 


The relationships of the railroad retirement and social security 
systems have been a subject of discussion since both came into exist- 
ence. Prior to 1951 the issue was primarily whether the two systems 
should be integrated. The passage of the 1951 amendments, which 
established many features coordinating the two systems has rendered 
practically all of these discussions meaningless since these amend- 
ments met most of the objections to a nonintegrated system. However, 
there are still those who apparently believe that integration of the kind 
described above should be carried out; namely, the Federal Security 
Agency and the Bureau of the Budget (no official position on this 
issue has been announced by these agencies since the change in ad 
ministration in January 1953). This position is opposed by the Rail- 
road Retirement Board and the Railway Labor Executives’ Associa- 
tion, both of whom have asserted that the 1951 amendments have 
solved the major problems arising out of the separate existence of 
the two systems. The Association of American Railroads and the 
American Short Line Railroad Association are opposed to integration 
at this time, expressing a desire to get more experience under the 
present arrangements before making a decision in this regard. 


Problems inherent in separate systems which are not coordinated or 

integrate d 

Below are listed the major problems involved in the existence of 
separate, publicly administered retirement systems which are not co- 
ordinated or integrated. As shown above, the railroad system is co- 
ordinated. Students of social insurance agree that these problems 
themselves should be solved or largely solved. 

Shifting employment.—One of the problems presented by the 
existence of separate retirement systems is that of employment shifting 
between the systems. For example, if the coordination provisions «id 
not exist, by working partly in the railroad industry and partly in an 
industry covered by social security, an individual might qualify for 
a smaller railroad annuity, the amount of which would be largely 
based on years of service, and might not qualify at all for a social 
security benefit which requires a certain period of coverage before 
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paying any benefits. Moreover, shifting employment between non- 
coordinated or integrated systems causes payment of dual benefits. 
Social insurance systems currently, and for some years to come, pay 
benefits greatly in excess of the amount of contributions which have 
been made by an individual annuitant. Thus, it is asserted, it is unfair 
to permit some individuals to profit from more than one such retire- 
nent system since the payment of dual benefits creates costs which 
might otherwise be used to pay higher benefits without discrimination 
to all covered by either system. 

2, Financial disadvantages.—It seems to be generally agreed that 
the coordinating features of the 1951 amendments have benefited the 
railroad retirement system. 

3. Administration —Administratively, the railroad and_ social 
security systems must transfer information and generally cooperate. 
Assertions have been made that administrative complexities could be 
reduced and costs lowered by complete integration. ‘These claims are 
disputed. 

These, then, are the major problems which need to be taken into 
account. In order to assess the adequacy of the present coordinating 
features in meeting these problems and to consider the issue of com- 
plete integration, it is necessary, first, to review social and political con- 
siderations, the background of pertinent positions and studies, the 
historical development of the issues concerned with the relationships 
of the two systems, and the substantive considerations involved. 


Il, SOCIAL AND POLITICAL CONSIDERATIONS 


The problem in other countries 

Problems of multiple social-insurance systems and their coordina- 
tion or integration are not peculiar to the United States. The 1944 
conference of the International Labor Organization, meeting in Phila- 
delphia, recognized that the problem was one of concern to many na- 
tions. The conference passed the following recommendation with 
respect to this issue : 

Social insurance should be unified or coordinated within a general system of 
social-security services. * * * The unified administration of social insurance 
should be compatible with the operation of separate insurance schemes, com- 
pulsory or voluntary in character, providing supplementary but not alternative 
benefits for certain occupational groups.’ 

In 1950, in accordance with a resolution of the Economic and Social 
Council, the Secretary General of the United Nations made a report 
to the Social Commission and the Commission on Human Rights on 
measures for the benefit of aged persons in the various member nations. 
Among the subjects on which the report stated that more comprehen- 
sive documentation was needed, and which were said to be issues of 
particular importance at the present stage of development in programs 
for the welfare of the aged in the countries surveyed was the following : 

(b) Special retirement pension schemes (public or private) and their relation 
to existing general old-age pension schemes. 


This question, on which hardly any information is available, has for its back- 
ground the apparent need for a coordinated approach to the provision of income 


’ Final Report of the 1944 International Labor Conference, sec. 27, Guiding Principles, 
Fubsee. 2. suggestions. 
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security in old age and would appear relevant, although to a varying degree, to 
almost all countries. In countries where general old-age pensions are granted 
subject to a means test, special pension schemes will mostly benefit persons who 
due to the size of the pensions will be ineligible for general old-age pensions. The 
amount of overlapping will therefore be relatively modest. In countries where 
general old-age pensions are granted irrespective of income there may on the 
other hand be extensive overlapping, since general and special schemes have 
uSually been set up without much regard to each other. This becomes of par. 
ticular importance where coverage of the general schemes is still limited to 
certain groups which are in some cases in a position to obtain an additional 
pension under a special retirement scheme, whereas groups outside the scope of 
such general schemes will usually not be so fortunately situated. The United 
States is cleariy the most important example in this latter respect.” 


A survey of worldwide trends in social security in 1939 called 
attention to the fact that the general social security or assistance })ro- 
grams in many nations— 

are supplemented or have been preceded in several countries by schemes with 
limited occupational or industrial coverage, such as those for salaried employees, 
miners, railroad workers, or employees of public utilities. * * * Although 
the difference in occupational risk may be largely responsible for the existence 
of various limited schemes side by side with the general systems, many other 
factors, historical and sometimes purely accidental, account for the coexistence 
of general and limited systems. 

In the Western Hemisphere alone, for example, special old-age schemes 
for railroad workers have been in existence in Argentina since 1919, 
Brazil since 1923, Paraguay since 1924, Colombia since 1929, and the 
United States since 1935.5 It should be noted, however, that special 
privately administered railroad retirement schemes were in existence 
in the United States since 1875. 

Germany, a pioneer nation in the field of social insurance, never 
overcame the tradition of “sovereign splinters” of social insurance 
systems. At the outbreak of the Second World War, there were still 
more than 5,000 more or less autonomous units, working under a 
tenuous national supervision. Coordination of these systems had been 
discussed fruitlessly for decades. As in other European countries 
facing the same problem, elaborate mechanisms had been developed 
for transfers of benefit credits among the systems. Such mechanisms 
generally necessitated complicated and costly administrative arrange- 
ments in order to eliminate effectively both loss of benefit rights due to 
gaps in coverage and duplication of benefit payments for the same 
risk, 

The problem of transferring credits was similar in England, where 
special systems existed for the workers of various industries. Ap- 
proved societies, the heirs of medieval craft guilds, administered the 
multiple systems in a largely decentralized way. Eventually large- 
scale superstructures evolved which coordinated but failed to fully 
integrate these special systems. In 1943 the Beveridge report called 
attention to the problems created by these special schemes and recom- 
mended that within a reasonable time all should be readjusted to 
supplement the universal coverage of the basic social-security plan. 
This meant the abolition of exceptions from insurance of persons of 
particular occupations, such as civil service, local government service, 
police, nursing, railways, and other pensionable employments. Prior 
to that time, several commissions studying the problems of coordi- 


*TUnited Nations Economic and Social Council, Report by the Secretary General on 
Welfare of the Aged and Old-Age Rights, January 1950. 
* Grant, Old-Age Security, Social and Financial Trends, p. 15 (1939). 
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nation had failed to produce positive recommendations or sometimes 
even to publish a report.* 

In describing the multiplicity of pensions for social insurance retire- 
ment systems in foreign countries and the resulting problems, it is not 
intended, of course, to suggest that precisely the same problems exist 
here as regards the railroad retirement and social security systems, or 
that solutions proposed or accepted for the difficulties encountered in 
these foreign countries should necessarily be adopted for our situation. 
The conditions differ both in respect to numbers and consequence, par- 
ticularly since the enactment of the 1951 amendments to the Railroad 
Retirement Act, which so vitally affect the relations between the 
special railroad system and the general social security system. 


III. PREVIOUS POSITIONS, STUDIES, AND REPORTS ON INTEGRATION 


Lefore examining the history of the issues relating to the integra- 
tion of the railroad retirement and old-age survivors’ insurance sys- 
tems, we Should recapitulate briefly the positions taken by the private 
organizations and public agencies working directly with these prob- 
leuis; the conclusions reached by other bodies who have studied the 
issue; and the views expressed by others on the subject. 

Again it must be emphasized, however, that these statements and 
studies relate to coordination as well as integration; and that those 
made before the 1951 amendments were thus made with respect to a 
different situation than now exists. 


The Railroad Industry 


Employer organizations.—The Association of American Railroads, 
including in its membership almost all of the class I railroads in 
the United States, stated in its memorandum to the committee of 
October 31, 1952, that “it is the position of the railroads that proposals 
for a change in the method of integration between the railroad 
retirement system and the old-age and-survivors insurance system 
should not be considered at this time.” ‘This conclusion was based 
upon their feeling that the 1951 amendments already have in sub- 
stantial measure accomplished the objectives of full integration, and 
that it is premature to consider changes without further practical 
experience. The Association had previously stated its position that 
such possibilities were in need of thorough exploration and considera- 
tion.> 

The American Short Line Railroad Association, representing about 
300 short-line railroads in the United States, stated ifs view on this 
question in its letter of October 30, 1952, to the joint committee: 


It is our view that the Railroad Retirement System, which is predicated upon 
conditions peculiar to the railroad industry should be continued as a separate 
system, and that it is practically impossible to integrate it with the so-called 
Social Security System. We believe that the 1951 amendments to the Railroad 
Retirement Act go about as far as it is practical to go in coordinating the 
Railroad Retirement System with the Social Security System. We believe the 


_‘For a detailed analysis of German and British social-insurance organizations, see 
Kulp, Social Insurance Coordination, 1938; Beveridge, Social Insurance and Allied Serv- 
ices, 1943; Reuss, the Amended Railroad Retirement Act and Old-Age and Survivors 
Insurance System Under the Social Security Act, 25 Social Forces 446. 1947; Merriam, 
Benefit Rights Under soe Social Insurance and Public Retirement Systems, 6 Social 
Security Bulletin 4 (May 1943). 

* Testimony of J. Carter Fort, vice president and general counsel of the Association of 
American Railroads, Senate Labor and Public Welfare hearings on Railroad Retirement 
Amendments of 1951, 82d Cong., 1st sess., 1951. 
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testimony presented to the respective committees during the consideration of thy 
1951 amendments of the Railroad Retirement Act quite clearly demonstrates 
the soundness of our position. 

Standard railway labor organizations.—The committee received no 
answer to its questionnaire on the subject of integration or other direc 
answer from representatives of the four operating brotherhoods : The 
Brotherhood of Locomotive Engineers, the Brotherhood of Locons 
tive Firemen and Enginemen, the Order of Railway Conductors, and 
the Brotherhood of Railroad Trainmen. These four organizations 
represent approximately 22 percent of all railroad employees subject 
to the Railroad Retirement Act. In their testimony during the hea: 
ings conducted in 1951 on amendments to the Railroad Retirement 
Act, representatives of these unions stated that they could not agree 
that it had as yet been demonstrated that such integration was desi) 
able, but that upon careful study it may well prove both desirsble 
and feasible. A few years ago, the late A. F. Whitney, then preside: 
of the Brotherhood of Railroad Trainmen, issued a statement strongly 
opposing the suggestion that the Social Security Administration 
should absorb the functions of the Railroad Retirement Board.’ 

The joint committee did receive a reply to its questionnaire on 
the subject of integration from the Railway Labor Executives’ Asso- 
ciation, which represents 20 unions covering about 75 percent of all 
railroad employees subject to the Railroad ‘Retirement Act. 

The position of that organization strongly stated during the 195! 
hearings, and repeated in this answer, points up the difficulties in- 
volved in such a step and the strong opposition of that organization 
to it. The railroad workers whom the : association represents, accord- 
ing to its spokesmen at the hearing and in its reply to the question- 
naire, prefer the railroad retirement system in which they have 
a voice and special interest, which is tailored to meet their’ needs, 
and the complete independent existence of which they feel is sup 
ported by history, tradition, and practical politics." Representatives 
of the nonoperating brotherhoods had indicated in an earlier hearing 
that, should the conditions which caused so many difficulties in inte- 
gration change, their organizations would have an open mind on the 
subject... A similar attitude was expressed with respect to methods 
of closer coordination, including the possible further elimination of 
duplicate benefits, during the 1952 hearings conducted by this com- 
mittee,’ and in their answer to the questionnair e. 

Nonaffiliate d pension organizations.—The committee also received 
statements on this subject from the National Railroad Pension Forum, 
Inc.; the Railroad Employees National Pension Association, Inc. ; the 
Grand Association of Veteran Railway Employees, Ine.; and the 
Railroad Pension Conference. Of these, the Grand Association of 
Veteran Railway Employees and the Railroad Employees National 
Pension Association were both strongly opposed to integration. The 


*Remarks of Hon. James EF. Van Zandt, of Pennsylvania, 95 Congressional Record 
A3858, 1949 (statement by A. F. Whitney, president of the Brotherhood of Railroad 
Trainmen). 

7 Testimony of Lester P. Schoene, representing the Railway Labor Executives’ Asso 
ciation, House Interstate and Foreign Commerce Committee hearings on Railroad Retire 
ment Amendments of 1951, 82d Cong., Ist sess., pp. 518-522. 

8 Hearings on Railroad Retirement and Unemployment Insurance Amendments of 1948 
Senate Labor and Public Welfare Committee, 80th Cong.. 2d sess., 1948. 

® Testimony of Lester P. Schoene, representing the Raflway Labor Reesatives Associa 
tion, before the Joint Congressional Committee on Railroad Retirement, 1952, 82d Cong 
2d sess., 1952. 
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Railroad Pension Conference favored a study of such possibilities, 
and believed it might reveal that cenaiidiel ably higher benefits could 
result from integration, but stated that they were unable to take « 
position until they knew the results of such a study. 

The National Railroad Pension Forum supported a plan of inte- 
eration; stated that rail workers demand social-security coverage in 
addition to railroad retirement: and that paying the whole benefit 
of both systems to rail workers would lower costs as well as increase 
benefits. The organization is, however, completely opposed to any 
reduction of dual benefits, including the present restrictions to that 
effect. 

The executive branch 

The Railroad Retirement Board —The Railroad Retirement Board, 
in its statements to the joint committee, indicated its position that 
integration or further coordination at this time was undesirable; that 
the present method of coordi nation is such as to secure all the advan- 
tages that can be achieved by integration; that any changes which 
need be made resulting from the problems of the separate existence 
of the two systems can be made within the framework of the present 
system: and that without any further experience under the 1951 amend- 
ments, such changes at this time would be unwise. 

Nocial Security Administration, Federal Security Agency.—The 
Social Security Administration, a constituent agency of the Federal 
Security Agency, reaffirmed in its statements to the committee its 
position that the railroad-retirement system should be integrated 
with OAST, saving that the railroad system “should be retai ined asa 
completely independent system providing benefits supplementing 
those available under the general old-age and survivors insur: ance 
system, or types of benefits not available under the general system. 
This position had been similarly indicated in testimony and reports 
during the 1951 railroad-retirement hearings.” 

The Bureau of the Budget.—The Bureau of the Budget t expressed 
its position in favor of a system of integration between the railroad 
retirement and the old-age and survivors insurance systems in its 
statements to the joint committee. The Buren was of the opinion, 
on the basis of a rough study during consideration of the 1951 amend- 
ments, that such integration would have substantial financial advan 
tages to both systems, increased administrative simplicity, and present 
a more equitable and workable program of coordinated social in 
surance, A similar position was taken in its report on the 1951 
amendments,” 

The Hoover Commission —The Commission on Organization of the 
Executive Branch of the Government delegated to the Brookings Insti- 
tution the responsibility of making to the Commission a task force 
report on welfare problems within the scope of that Commission, 

’Report of the Federal Security Agency, hearings before the House Interstate and 


ror ign Commerce Committee on Railroad Retirement Amendments, 79th Cong., Ist sess., 
945 

Testimony of Wilbur Cohen, technical assistant to Social Security Administrator, 
Senate Labor and Public Welfare Hearings on Railroad Retirement Legisintion, 82d Cong. 
Ist sess., 1951: report of the Federal Security Agency. hearings before the Senate Labor 
151 Public Welfare Committee on Railroad Retirement Amendments, 82d Cong., 1st sess 


"Report of the Bureau of the Budget on 1951 Railroad Retirement Amendments, Honse 
Interstate and Foreign Commerce Committee hearings, 82d Cong... Ist sess.. 1991, p. 224 
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including the railroad retirement system. This task force report 
indicated the opinion of its authors that the railroad retirement 
system was unjustified special legislation which should either be 
absorbed into the general old-age and survivors insurance system or 
modified so that it would be a supplement or addition to the general 
insurance system. The Commission itself, however, did not make 
such a recommendation ; but stated that unless the general retirement 
system were extended to universal coverage, the Railroad Retirement 
Board should be retained in its present status, and that “there is no 
economy or efficiency to be achieved by destroying the present well- 
integrated system and transferring it in whole or in part to one or 
more agencies.” 1 

The National Resources Planning Board.—The National Resources 
Planning Board, in its monumental work Security, Work, and Relief 
Policies published in 1942, indicated generally the opinion of the 
authors of that report that a separate and uncoordinated existence 
gave rise to many unnecessary problems which would not have arisen 
had the two agencies been administratively linked and completely 
coordinated with respect to benefits and programs.*® 


The legislative branch 

The Social Security Advisory Council.—In 1948, the Senate Finance 
Committee appointed an Advisory Council on Social Security to make 
recommendations for social-security legislation. Edward R. Stet- 
tinius, Jr., was chairman, and businessmen, labor leaders, and experts 
in the field also served. The council’s report stated that a form of 
integration, including coverage of railroad workers under the social 
security system, was warranted. The report outlined in some detail 
the problems arising from employment shifting between the two sys- 
tems, discussed the methods by which the difficulties of integration 
might be overcome, and included the following recommendation: 

Congress should direct the Social Security Administration and the Railroad 
Retirement Board to undertake a study to determine the most practicable and 
equitable method of making the Railroad Retirement System supplementary to 
the basic old-age and survivors insurance program. Benefits and contributions of 
the Railroad Retirement System should be adjusted to supplement the basic pro- 
tection afforded by old-age and survivors insurance, so that the combined pro- 
tection of the two programs would at least equal that under the Railroad 
Retifement Act.” 

The House Ways and Means Committee Social Security Technical 
Staff. —Two years earlier, the other most comprehensive report on the 
Social Security System was made by the technical staff of the Com- 
mittee on Ways and Means of the House of Representatives during the 
Seventy-ninth Congress. The staff, under the direction of Mr. Leonard 
J. Calhoun, formerly with the Social Security Board, issued a compre- 
hensive report, Issues in Social Security. This report also went into 
some detail in discussing the problems caused by the separate and 
uncoordinated existence of the Railroad Retirement System, the 
amount of shifting between the two systems, and the need for an 


— Force Report on Welfare (by the Brookings Institution), Hoover Commission, 
“ Report of the Commission on Organization of the Executive Branch of the Govern 
meat. on Social Security and Education, and Indian Affairs, 81st Cong., Ist sess., H. Doc 
“se National Resources Planning Board, Security, Work and Relief Policies, 1942. 
1° Report of the Advisory Council on Social Security to the Senate Finance Committee, 
80th Cong., 2d sess., 1948 (S. Doe 208), p. 3. 
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integrated plan. Their conclusion was that “the most feasible remedy 
is coverage by OASI.” ” 

No other such studies have been conducted by the legislative branch 
prior to the investigation of this problem by the Joint Committee on 
Railroad Retirement. However, in 1948, the minority report of the 
House Ways and Means Committee concurred in the recommendation 
of the Social Security Advisory Council with respect to the integration 
of the two systems.’® In 1951, the minority report of the House Inter- 
state and Foreign Commerce Committee indicated opposition to cov- 
erage of railroad employment under the Social Security Act.’® 


Other interested parties 


several other private organizations and individuals have expressed 
their opinion on the subject of integration of railroad retirement 
and the old-age and survivors insurance systems. The occasion 
for the majority of these statements has been with respect to amend- 
ing the Social Security Act. 

The National Association of Manufacturers has likewise called 
for universal coverage under the Social Security System of all gainful 
employment including railroad employment, with a supplemental rail- 
road pension program being integrated with the Federal program.” 

The National Industrial Traffic League has also gone on record 
against a special system of social insurance for railroad employees." 
A committee on the taxation of transportation, established by the 
National Tax Association, issued a preliminary report in 1946 call- 
ing attention to what they regarded as “a violation of the economic 
neutrality standard at a disadvantage to the railroads.” They thus 
recommended in that report that the old-age taxes of the railroads 
should be equalized with those of other carriers by lowering the pay- 
roll tax rate on the railroads and placing the railroad employees under 
the same scale of benefits as those of other carriers. However, in 
the final report of 1951, the committee stated : 

However, the railroads and the railway unions apparently are content with the 
existing arrangement, and it seems to have obviated for the railroad industry 
the development of private pension plans that industry generally established to 
supplement OASI in recent years. Thus the actual effect of this unneutrality 
ishot as great as it appears.” 

Representatives of the CIO and the American Association of Social 
Workers also indicated their support of integration in hearings on the 
Social Security amendments of 1949. 





“Issues in Social Security: Report of the House Ways and Means Committee's social 
security technical staff, 79th Cong., 2d sess., 1946. 
* Supplemental and porter dissenting views of Mr. Dingell, Forand, and Eberharter, 


H. Rept. 2168 on Socia Security Amendments of 1948, 80th Cong., 2d sess., House Ways 
and Means Committee. 


_' H. Rept. 976 on railroad retirement amendments, Interstate and Foreign Commerce 
Committee, 82d Cong., 1st sess., 1951. 

* Testimony by Ira Mosher, representing the National Association of Manufacturers, 
before the Senate Finance Committee hearings on social security, March 17, 1950. 
(Testimony published by the NAM.) 

_*' Hearings on Railroad Retirement and Unemployment Insurance Amendments of 1948, 
Senate Labor and Public Welfare Committee, 80th Cong., 2d sess., 1948. 

“Preliminary report of a committee of the National Tax Association on taxation of 
transportation, 1946 NTA proceedings, pp. 97-98, 101; final report of the Committee 
a1 Vaxation and Transportation, National Tax Association, 1951 NTA proceedings, pp. 
ot le. 

* Hearings on Social Security Revision, 76th Cong., 2d sess., pt. I, p. 221, House Ways 
and Means Committee, 1950; House Ways and Means Committee Hearings on Social 
Security Revision, 76th Cong., 2d sess., pt. I, p. 884, 1950. 
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When the 1946 amendments to the Railroad Retirement Act were 
being considered, the New York Times stated in an editorial that such 
a separate system was unworkable and discriminatory.** 

The Brookings Institution survey of social-security issues, wnder 
the authorship of Lewis Meriam, indicated opposition to a separate 
or more advantageous social insurance system for railroad workers 
than OASI was for general workers.“ Another study, by Prof. Fred. 
erick G. Reuss, of Goucher College, also favored integration of the 
two systems.*° Professor Gagliardo of Kansas University, in his text 
on American Social Insurance, also referred to the fact that the rajl- 
road brotherhoods had obtained a separate system of social insurance 
which is considered by many to give them special privileges.” 

Marion Folsom, a business represent: itive on the Social Security Ad- 
visory Council, supported the concept of integrating the two systems 
in testimony before Congress.** 

Actuaries such as Dorrance Bronson and John St. John, both of 
whom were formerly associated with the Social Security Administra- 
tion, have similarly indicated their views in favor of integration.” 

Russell R. Reagh, formerly actuarial consultant to the U nited States 
Treasury and formerly a member of the Actuarial Advisory Commit 
tee of the Railroad Retirement Board, strongly favors an integratio 
of the two systems in his statements to the Joint Committee on Rail 
road Retirement. He further states that he feels reasonably certain 
that the great majority of those actuaries who have had occasion to 
study this problem carefully are in favor of integration. Such inte- 
eration, he feels, would substantially simplify administration and 
reduce dual benefits. 

Murray W. Latimer, pension consultant and former Chairman of 
the Railroad Retirement Board, indicated in the 1951 hearings his 
strong support of an integrated system. Such integration, he stated, 
would get rid of anomalies and inequities, improve the financial sta- 
bility of both systems, and return to the idea of a national system of 
social security.” 

The American Enterprise Association published in 1945 a pamphilet 
attacking the separate existence of the railroad retirement system. 
The pamphlet was offered by Rainard D, Robbins, at that time vice 
president of the Teachers Insurance and Annuity Association. hh 
subsequent hearings and other instances, Mr. Robbins expressed a 
similar opinion, 

In summary, it should be stressed that most of the positions 
the question of integration mentioned in this chapter were taken prior 
to the enactment of the 1951 amendments to the Railroad Retirement 
Act which made several basic changes in the relationships between the 
railroad retirement and social security systems. In view of these 
basic changes, the statements of these positions are not relevant to any 


--New York Times, January 25, 1945. 
2% Meriam. Relief and Social Security (the Brookings Institution, 1946). 
*“ Reuss, The Amended Railroad Retirement Act and Old-Age and Survivors Insuran 
Sv ‘stem Under the Social Security Act, 25 Social Forces 446, 1947. 
* Gagliardo, American Social Insurance (1949). 

** House Ways and Means Committee Hearings on Social Security Revision, 1949, ». 1** 
Senate Finance Committee Hearings on H. R. €000, 81st Cong., 2d sess.. 1950, pt. IT, p. 490 
°° House Ways and Means Committee Hearings on Social Security, Sist Cong., 1st sess 
1949, pt. a. Pp. 1626: House Ways and Means Committee Hearings on Social Security 

81st Cong., 1st sess., 1949, pt. IT, pp. 1655, 1665, and 1669. 
- Testimony of Murray W. Latimer, hearings before the Senate Labor and Public Welfar 
Committee on Railroad Retirement Amendments of 19! 51, 82d Cong., Ist sess., 1951 
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present question of integration. But it is necessary that they be men- 
rioned if adequate background is to be provided. 


IV. THE HISTORICAL BACKGROUND 


An exhaustive history of the development of the railroad retire- 
ment system has already been set forth in chapters 1 and 2 of this 
report. Moreover, we have already discussed the past statements of 
interested parties on the issue of integration. Nevertheless, an his- 
torical analysis of the issue under consideration is of considerable 
importance since such a history explains, in part, the origin of two 
separate systems, and the attention which has been given to the prob- 
lem in the past. It thus enables the objective student to have proper 
perspective in studying the problem, and to ascertain the role of this 
committee in its fact-finding investigation. 

Again, the committee emphasizes that in developing the history of 
issues relating to integration, it is virtually impossible to separate 
“integration” from “coordination” since both attempt to solve the 
problems of having separate systems. Therefore, the following his- 
tory, in many respects, is really a history of both coordination and in- 
tegration, and deals primarily with the status of these issues before 
the 1951 amendments. 


The origin of two separate systems—1934-37 

The history of the issue of integration is quite apart from the general 
social and economic history of the social security system. The rail- 
road retirement system developed out of the special conditions of the 
railroad industry: an industry with existing but inadequate private 
pension plans, and in which both seniority and efficiency were impor- 
tant factors. The railroad workers, highly skilled, highly paid, and 
highly organized, were successful in obtaining in 1934 a special system 
of retirement, a step which was consistent with the past history of the 
roalroads being singled out for separate treatment by Congress because 
of their peculiarly interstate character and importance. 

Witnesses at the hearings on railroad retirement legislation held 
prior to 1934 did not discuss any problems of integration, since no 
social security system existed. Instead, the concern of both the Con- 
gress and the sponsoring organizations was with the seriousness of 
conditions on the railroads. In that industry an undue proportion 
of older employees, remaining on the payroll because of inadequate 
pensions, accentuated unemployment among younger men. Mean- 
while, the railroads were faced with continuously mounting deficits 
caused by diminishing revenues, and the patchwork of industrial and 
union pension plans established for railroad employees was beginning 
to fall apart. It was in response to the serious pension problems in 
the railroad industry and not as a part of any concern of social in- 
surance that Congress enacted the first Railroad Retirement Act in 
June 1934.1 

The social-security bill was not yet under active congressional con- 
sideration nor were the pension systems of other industries as wide- 
spread, long established, or in such dire financial stress. 


"Remarks of Representative James EB. Van Zandt, 95 Congressional Record A4173, 
poe R= at of A. E. Lyon, executive secretary of the Railway Labor Executives’ 
ssociation). 
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A special concern for the railroad industry had been demonstrated 
by Congress in legislation covering railroad rates and fares, labor rela- 
tions, safety practices, relations with shippers, liability for employee 
injuries, operation in time of war, and intervention in time of eco- 
nomic emergency. ‘The Interstate Commerce Act of 1887 was the first 
of a series of acts to regulate the railroad industry in its relations with 
other industries, and in 1888 the first of a series to regulate labor- 
management relations in the railroad industry was enacted.” 


Consideration of the 1935 Railroad Retirement Act 


After the Railroad Retirement Act of 1934 had been held wneop. 
stitutional by the Supreme Court, and railroad retirement legislation 
was again before the Congress in 1935, the situation was entirely dif- 
ferent. Congress was simultaneously considering the enactment of a 
general social security law, which included an old-age retirement 
system in its provisions. It has been argued that there was at this 
time no legislative or committee decision as to the merits of a separate 
plan for railroads instead of including them under the Social Security 
Act.™ 

It is true that, because of the previous existence of a separate pen- 
sion plan for the railroads under sponsorship of a Federal law, there 
was no discussion of such a separate plan being a precedent for other 
systems outside the social security program. Moreover, the problem 
was considered largely to be one for railroads and railroad employees 
to work out with Congress and Government agencies. The long his- 
torical and traditional background of such a plan which warranted its 
enactment in 1934, and the political considerations which bore weight 
at that time, likewise prevailed in 1935. However, it should be noted 
that the Committee on Economic Security had originally proposed 
that workers already covered under the railroad retirement system 
not be covered by the general social security program. Apparently, it 
was also understood that only if the railroad retirement law proved to 
be constitutional would the railways be exempted from the operation 
of the old-age insurance features of the Social Security Act itself.“ 

The Secretary of Labor, Frances Perkins, was one of those who 
brought the question of coordinating the two systems to the attention 
of Congress: 


Aside from my general thought that legislation ought to be based upon careful 
investigation as to the facts, I wish to suggest that old-age pension legislation 
for railroad employees should be articulated with the old-age benefit provision 
of the social-security bill now pending before Congress. The bill before you 
Goes not undertake to articulate the two. That is to say, the taxes and their 
benefits in each measure are separate and distinct. so that the railroads and 
their employees will make contributions under both systems and the employees 
will draw pensions under both systems. * * * 

In articulating the two systems, it will, of course, be essential to make 
certain there is no adverse selection either way, as such an adverse selection 
might seriously impair the solvency of the respective systems. One effective 
way to bring about such articulation would be to make the Railroad Retirement 
System supplemental to the general old-age insurance system. This would, 
of course, require careful consideration of the provisions of the Railroad Retire 
ment System in the light of the provisions of the social-security bill.” 





Interstate Commerce Act, ch. 104, 24 Stat. 379; and ch. 1063, 25 Stat. 601 

%3 Robbins, Railroad Social Insurance: Favored Treatment Versus Uniform Social 
Insurance (American Enterprise Association, 1945), p. 47. 

* Douglas, Social Security and United States (1936). 

*% Letter from Frances Perkins, Secretary of Labor, hearings before the Senate Subcom- 
mittee on Interstate Commerce considering railroad retirement legislation, 1935. 
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The Secretary’s proposal for an integrated system was not accepted 
by the committee. Similar questions were raised by a letter from the 
Federal Coordinator of Transportation, Mr. Joseph B. Eastman: 


The proposed creation of a great national system of old-age benefits for all 
employees of industry, * * * must necessarily be a major factor to be taken 
into consideration in studying the advisability of establishing a different or more 
liberal old-age-benefit systein for any group, such as the railroad employees, 
embraced in the general system. The question is not whether there should be 
any such system for the railroad employees, but whether there should be a 
special system and how it should be related to the general old-age-benefit system. 

There is a constant flow of employees in and out of the railroad system. At 
one moment they would be subject to jurisdiction of the Social Security Act, 
while at the next minute the Social Security Board would drop them and they 
would come under the Railroad Retirement Act. This constant shifting would 
create serious administrative difficulties which ought to be avoided. * * * 
It seems to me that * * * the problem of integrating and articulating the 
new system with the social-security bill needs much further careful analysis. 
Unless this is done, Congress, by setting up a pension system for a special class 
of employees such as those of the railroads, inadequately articulated with the 
old-age-benefit features of the social-security bill, may well start in motion the 
process of establishing similar pension systems for other special classes of 
employees, thereby undermining the financial foundations upon which the present 
social-seecurity bill rests. 

Mr. Eastman’s letter also discussed the insufficiency at that time of 
evidence, both social and economic, to support the decision to make a 
special retirement system for railroad employees. He also pointed out 
that to remove railroad employees from the coverage of the Social 
Security Act would lose about $400 million present value in benefits 
which would be drawn by railroad employees under the Social Secu- 
rity-Act in excess of taxes = by them and by the carriers in their 
behalf. “Surely it is not the part of wisdom to forego lightly such 
substantial benefits.” °° 

The difficulties of dual benefits and shifting employment were like- 
wise discussed by the Chairman of the Railroad Retirement Board 
established by the 1934 act. However, upon the _—— of coordina- 
tion being raised by counsel for the Railroad Employees National 
Pension Association, who submitted a draft of an amendment to 
accomplish an integrated system, Mr. Latimer replied: 

I have been trying to think of some way by which that particular objective 
could be accomplished. * * * I have tried several things on that and I have 
not gotten anything yet that seems to make the two things dovetail exactly. 
You either get too much or it is too little and it does not come off at exactly the 


proper spot. * * * Iam not saying it cannot be done, but I have been trying 
to do that myself without any marked success thus far.” 


Some attention was given to the necessity of removing the railroad 
industry from the coverage of the Social Security Act, in order to 
make certain that double taxation did not result by the simultaneous 
imposition of both systems upon the industry; and such an amend- 
ment was suggested and included.** As a result, both the Railroad 
Retirement Act of 1935 and the Carriers Taxing Act of 1935 included 





* Letter from Mr. Joseph B. Eastman, Federal Coordinator of Transportation, House, 


Ways and Means Committee hesrings on the Railroad Retirement Tax Act, 74th Cong., 
Ist_sess., 1935, p. 31. 

* Hearings before the Senate Subcommittee on Interstate Commerce considering railroad 
retirement, 74th Cong., 1st sess., 1935. 

* Testimony of Edwin A. Krauthoff, attorney for the Railway Labor Executives’ Asso- 
ciation, House Interstate and Foreign Commerce hearings on railroad retirement, 74th 
Cong., Ist sess., 1935. 
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provisions to exclude employment within the definition of those two 
acts from the Social Security Act.* 

Congress did give consideration to the issue of establishing a sepa- 
rate system for railroad employees. Thus the report of the Senate 
Interstate Commerce Committee stated : 

Congress has for many years treated the railroads of the country somewhat 
as a single transportation system, and the employees of such railroads a distinct 
group of public servants. It is therefore quite proper that Congress should treat 
these employees as a singular group for the purposes of applying a retirement 
system to the industry. 

A similar statement appeared in the report of the House Interst ite 
and Foreign Commerce Committee.” 

Thus two separate retirement systems were established by Con- 
gress in 1935, with ample consideration being given to the justification 
of both, but with little discussion in answer to those who raised the 
problem of coordinating or integrating the two. This may be par- 
tially explained by the statement of one witness who, in referring to 
the problem of integration, stated that— 

This is a matter which probably would be better dealt with at the next session 
of Congress after both of these acts go into effect. There will be ample time to 
harmonize the two and no harm done to either act.“ 

Consideration of the 1937 acts 

After the 1935 Railroad Retirement Act encountered constitutional 
difficulties, the President made a personal appeal to railroad manage- 
ment and labor to get together and work out a solution. As one union 
official pointed out: 

If the President had regarded the enactment of the Social Security Act, of 
which he was the political father and foremost exponent, as having solved the 
problems of the railroad industry, he would not have concerned himself with 
the railroad problems in 1936, for unconstitutionality of the 1935 aet would 
automatically result in coverage of railroad employment by social security. If 
railroad managements had felt that the problems of their industry were solved 
by the Social Security Act they would not have agreed to the setting up of a 
separate system that subjected them to substantially higher payroll taxes than 
employers in other industry were required to pay.” 

The agreement between the employer and employee conferees with 
respect to the Railroad Retirement Act of 1937 has already been 
described. The memorandum of agreement included the following 
clause : 

It is understood that this memorandum and the plan herein referred to are 
predicated upon the assumption that Congress will exempt the parties hereto 
from the provisions of titles II and VII of the Social Security Act.“ 

Congress, like the President, the carriers and the employees, again 
same to the conclusion that a special system was desirable. Such a 
decision, however, must be distinguished from any decision respecting 
the coordination or integration of the two systems. Once again, little 
attention appears to have been given to the latter decision. 


8° Sec. 15, Public Law 399, 74th Cong., 1935; sec. 11, Public Law 400, 74th Cong., 1935. 

“S. Rept. 1363, House Interstate and Foreign Commerce Committee Report on Railway 
Retirement Act of 1935, 74th Cong., Ist sess., 1935; H. Rept. 1711, House Committee on 
Interstate and Foreign Commerce, 74th Cong., 1st sess., 1935. 

*1 See statement of Mr. Ekern, hearings before the Senate Subcommittee on Interstate 
Commerce considering railroad retirement, 74th Cong., Ist sess., 1935. 

“Remarks of Representative James E. Van Zandt, 95 Congressional Record A4173, 
os sent of A. E. Lyon, executive secretary of the Railway Labor Executives’ 
Association). 

* Memorandum of agreement by the employer and employee conferees on a Railroad 
Retirement Act, 1937. 
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A question was first raised in 1937 by a letter from Mr. Murray 
Latimer, Chairman of the Railroad Retirement Board, to Mr. John 
G. Winant, Chairman of the Social Security Board. This letter re- 
viewed the background of the employer-employee conferences, with 
which conferences the Railroad Retirement Board was cooperating 
by the provision of technical assistance, and stated : 


The calculation of cost has raised a question having to do with the general 
policy underlying the formulation of social-security measures: Shall a Rail- 
road Retirement System be regarded as an independent plan having no relation 
to other similar measures instituted by the Federal Government or shall it be 
regarded as a combination of the General Old-Age Benefit System with a struc- 
ture of additional benefits and financial support superimposed thereon. * * * 

The question, therefore, in more specific form, is this: In the calculation of 
cost must we regard the Railroad Retirement System as an entity in itself or 
can the cost be regarded as having been provided for if the financial provision 
in the retirement act is such that the Government books are in the same state 
of balance for the combination of Old-Age Benefit and the Railroad Retirement 
Svstems as they would be were railroad employment embraced in the former 
system? 

This letter, dated February 9, 1937, discussed in some detail the 
savings to the social security system created by the separate exist- 
ence of a railroad retirement system, and discussed alternative pro- 
posals by which such a saving might be recognized in such manner 
as to benefit the railroad-retirement fund. 

Chairman Winant replied by letter of February 10, 1937, as follows: 


We regard the Old-Age Benefit System created by the Social Security Act as 
the necessary basis of all programs for old-age security within the range of its 
initial coverage. We have not and do not favor exclusion from coverage based 
on any action in the field undertaken voluntarily by a single employer or a 
group of employers, although we believe voluntary benefits provided to supple- 
ment the old-age benefit payments are worthy of encouragement. 

Under certain circumstances, we believe a Federal system created by legis- 
lation apart from the general Old-Age Benefit System would be warranted. To 
be justified the following conditions should be present: 

1. The industry should be one affected by a national publie interest, and one 
to which normally Federal legislation and regulation apply ; 

2. The Old-Age Retirement System should provide larger aggregate benefits 
than those of the general Old-Age Benefit System, and no individual employee 
should be worse off by reason of being covered by the special system rather 
than by the General Old-Age Benefit System ; : 

3. The machinery for administration of the system should be so organized 
as to operate with maximum effectiveness in conformity with policies adopted 
by Congress for administrative management. 

4. The creation of a separate system should in no way adversely affect the 
financial support of the general old-age benefit program. 

A special Railroad Retirement System created by Congress would, of course, 
meet the first of these conditions. We understand from your letter that the 
proposed Railroad Retirement System meets the second condition. The appli- 
cation of the third principle will be dependent upon congressional policies now 
in the process of formulation. 

The fourth principle furnishes the answer to the first of your specific ques- 
tions; provision of an old-age retirement system for any specific group is to 
be regarded as composed of the General Old-Age Benefit System, with its cor- 
relative financial support, with a superimposed structure of benefits and a cor- 
responding means of providing for them. In other words, the creation of the 
special system should not affect the balance between income and outgo which 
would exist without it. Creation of a separate Railroad Retirement System 
has not, of course, adversely affected this balance, but in other cases this would 
not be true and it is important to establish a precedent here so that the acceptance 
of the principle may be assured. 

As to the second question: it seems to us unwise to formulate at this time any 
rule for the purpose of including currently in the railroad fund the differentials 
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referred to by you. It appears more appropriate for the Government to agree 
to underwrite the benefits on a showing by you of the existence of the genera] 
balance. This view is based on several considerations. First, the Social Security 
Act is still in a developmental stage; doubtless changes will from time to time be 
found desirable. Changes affecting the Old-Age Benefit System will produce 
corresponding changes in the differential, and any measurements now made would 
require revision. Second, changes in conditions may require modification of 
reserve policy and the Government should, in this respect, be left free to work out 
that problem without unnecessary restriction. Third, current financial recogni- 
tion of the differential is not needed to support the benefits for many years; and 
the assurance of old-age security for the employees affected is in no way 
diminished by leaving the Government free to determine its financial policy 
in this respect as conditions may from time to time indicate. 

The Winant letter, although appearing to be conflicting in part, 
seems to lay down a general rule of favoring a broad social-security 
act as a basis of protection, to be supplemented by voluntary plans; 
but with exceptions for plans justified under the conditions listed in 
the letter, which he apparently believed the railroad retirement sys- 
tem to meet. 

Mr. Latimer testified in 1951 that he had thought in 1937 that— 
it might be practicable to contemplate a single old-age insurance trust fund * * * 
into which both social-security and railroad-retirement appropriations would be 
transferred. That idea was discarded, though at which stage I am now unable 
to recall. But the character of the social-security benefits as scheduled at that 
time and the financial arrangements then contemplated were such as to make me 
then think it possible for the idea of a coordinated account to work.“ 

Little discussion was given to the subject of coordinating the two 

systems during the hearings on the 1937 railroad-retirement legisla- 
tion. A discussion of the exclusion of railroad workers from the So- 
cial Security Act, and mention of the fact that such an amendment 
had been discussed and considered in both the subcommittee and while 
committee considering that bill in 1935, is included in the House hear- 
ings. The occasion for this discussion was the testimony of the as- 
sistant general counsel of the Treasury Department, who was con- 
cerned that a very careful line of demarcation be drawn between thie 
field covered by the railroad-retirement legislation and the field cov- 
ered by the Social Security Act. He said: 
There is a very definite possibility that the same taxpayer might be subject 
to tax in one month under the carriers’ taxing bill and in another month be 
subject to tax under the Social Security Act. I do not believe that is a de 
sirable situation.” 

Employee representatives also discussed the possibility of coniflict 
with respect to eligibility of benefits or coverage; likewise discussed 
the exclusion of railroad employees from the Social Security Act, and 
pointed out that should such employees “leave the jurisdiction of this 
act and engage in employment elsewhere, of course, then they would 
come under the Social Security Act, if that employment was subject 
to that Act.” * 

As enacted in June 1937, the Railroad Retirement Act contained 
no provisions for integration with the social security system. 


“ Testimony of Murray W. Latimer, hearings before the Senate Labor and Public Wel- 
fare Committee on Railroad Retirement Amendments of 1951, 82d Cong., Ist sess., 1951, 


* Testimony of Arthur H. Kent, assistant general counsel, Department of the Treasury, 
House Ways and Means Committee hearings on Railroad Retirement Taxing Act, 75th 
Cong., 1st sess., 1937, pp. 14-16. 

“Testimony of George Harrison, House Interstate and Foreign Commerce Committee 
hearings on Railroad Retirement Act of 1937, 75th Cong., 1st sess., pp. 71, 78-79. 
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The Board’s triennial valuation was to include “an estimate of 
the reduction in liabilities under title II of the Social Security Act 
arising as a result of the maintenance of this act and the Railroad 
Retirement Act of 1935.” A similar provision calling for estimates 
by the Secretary of the Treasury with respect to the reduction in the 
amount of taxes collected under title VIII of the Social Security Act 
was ineluded in the Carriers Taxing Act.*7 The Railroad Retirement 
Act of 1937 further provided a “social-security minimum,” under 
which the value of the employee’s annuity would in no case be less 
than the value of the additional old-age benefit he would receive if 
his service since 1936 had been included in coverage under the Social 
Security Act. Both of these provisions, which recognized the prob- 
lems created by the dual existence of the two systems although not 
specifically coordinating the two, subsequently ‘became inoperative; 
but were the predecessors of similar provisions which went into effect 
in the 1951 amendments. 

Study of the problem, 1937-45 

During the next several years, relatively little public attention was 
given to the problems raised by the separate and generally uncoordi- 
nated existence of these two systems. However, such problems were 
under study. In 1941, the Annual Report of the Railroad Retirement 
Board for the Fiscal Year 1940 stated that the problems raised by 
the enactment in 1939 of broad amendments to the Social Security 
Act were under study by the Board. These included the problems of 
dual coverage and loss of benefits resulting from si.ifting between the 
two systems, the relative benefits received under the Railroad Retire- 
ment Act by annuitants and survivors compared with the benefits 
which would have been payable to them if employment in the rail- 
road industry were covered under the Social Security Act, and the 
desirability of a contribution to the railroad retirement system 
by the Federal Government equivalent to the additional contribution 
made to the general Old-Age and Survivors Insurance System if cover- 
ave under the Railroad Retirement System were included under the 
general system, should Congress ever adopt such a policy of subsidiza- 
tion.® The Board stated that “plausible means of handling 
these * ™ * situations are under consideration.” 

The first valuation of the railroad retirement system, which was 
included in this report, referred to the provision of the 1937 act that 
the actuarial reports should contain an estimate of the reduction in 
liabilities under the Social Security Act arising as a result of the 
separate existence of the railroad retirement system. Since the 
Social Security Act had been completely rewritten, it was felt that 
no data were present upon which to base any such estimate and the 


| estimate therefore was omitted.*® 


In 1942, the annual report of the Board for fiscal year 1940-41 again 
discussed the problems of coordination. Sample studies had been 
made comparing the death benefits paid under the Railroad Retire- 
ment Act in cases of death occurring in 1940 and 1941 with benefits 


¢ = See. 2.) Public Law 174, 75th Cong., 1937; sec. 15 (d), Public Law 162, 75th 
ong., vol, 


“ Annual Report of the Railroad Retirement Board, 1940, pp. 4—5. 
* Annual Report of the Railroad Retirement Board, 1940, p. 203. 
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which would have been received by the same survivors had the de- 
ceased employees been covered by OASI. To provide more adequate 
survivor benefits, the Board pointed out, raises the question of dual 
benefits from both systems because a substantial number of individuals 
have covered employment under both systems. The same problem 
existed, said the Board, with respect to retirement benefits : 

By the spring of 1941 there were already 150 individuals receiving a railroad 
retirement employee annuity and a primary old-age-insurance benefit under the 
Social Security Act.” 

An analysis was also ms ade of railroad employees aged 60 to 64 in 
1939 who also had w ages in employment covered under the Social 
Security Act, and the study indicated that over 80 percent of such 
employees would have paid taxes under the Social Security Act with- 
out deriving any benefit from them. 

by the end of 1939, about a third of all employees under 65 with earnings 
creditable under the Railroad Retirement System had also acquired some earn 
ings creditable under title If of the Social Security Act. While in the great 
majority of these cases the earnings are covered for the most part under on 
or the other of the two systems, the number of individuals with duplicate coy 
erage will undoubtedly continue to grow. The problem of providing some method 
of eliminating duplicate benefit rights or loss of benefit rights will therefore 
become increasingly important.” 

By 1944, the annual report for fiscal year 1942-43 could state 7 
the Board had drafted the railroad social insurance bill, which in- 
cluded a provision for survivors’ benefits and their complete ¢ sondioe. 
tion with survivors’ benefits under the Social Security Act. 

In October 1945, the official publication of the Railroad Retirement 
Board, the Monthly Review, contained a study entitled “Railroad 
Retirement Annuitants in Social Security Employment.” It found 
that a substantial number of railroad retirement annuitants were 
availing themselves of the opportunity to work in social-seeurity-coy- 
ered employment. 

Meanwhile, other studies had been made. The Attorney General's 
Committee on Administrative Procedure had issued a report in 194 
discussing the necessity of coordinating administrative decisions be- 
tween the two agencies.’ As already indicated, the National Re- 
sources Planning Board, in its comprehensive report entitled “Secur- 
ity, Work, and Relief Policies,” issued in 1942, criticized the lack of 
coordination between the two systems and indicated an opinion that 
some form of integration, if not merger, was desirable. The fact that 
(a) problems which are a common concern of all insurance systems 
would not receive simultaneous consideration from Congress; ()) 
uncertainty existed as to where responsibility lay for sponsoring ex- 
tensions or new insurance programs for new groups of workers; (¢) 
that there was a possibility of duplication of benefits which the report 
termed a waste of public funds; and other examples of lack of ad- 
ministrative and financial coordination were all cited in the report. 
The National Resources Planning Board called attention to the occur- 
rence in 1940 of two agencies (Social Security Administration and 
Railroad Retirement Board) independently developing programs for 


*® Annual Report of the Railroad Retirement Board, 1941 4-6. 
5! Railroad Retirement Annuitants in Social Security betoyment, Monthly Review 
1945, p. 166 (Railroad Retirement Board). 

2 Attorney General's Committee on Administrative Procedure, Railroad Retirement 
Board, Washington, 1940, pt. 8, p. 46. 
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the unemployment insurance of seamen, and presenting conflicting 
estimates and evidence to Congress.”* 

Problems of coordination and integration were also under study 
by the Social Security Board. In May 1943, the Social Security 
Bulletin, official publication of the Board, presented a comprehensive 
study of the difficulties presented by multiple social insurance and 
public retirement systems. Thus study discussed in some detail the 
Railroad Retirement System and problems raised by its separate 
existence, such as dual benefits, inadequate benefits, and other in- 
equities. The study stated: 

The problem of pooling wage credits for the long-term benetits has attracted 
relatively little attention, partly because the number of persons receiving dupli- 
cate benefits or failing to qualify because of divided coverage is still small, partly 
because the Social Security Act is conceived to have established a national 
social insurance system which will in time cover all employed workers. 

The study called for extension of social security coverage to all em- 
ployees covered under the special system, with the latter being super- 
imposed as supplementary system upon the social-security base. 
Coordination of survivor benefits, 1946 

Under the 1946 amendments, the survivor amendments, then being 
provided for the first time on a full scale by the Railroad Retirement 
Act, were completely coordinated between the two system—as the 
Board described it, they were integrated. Survivors benefits were 
based on combined earnings under both systems. Section 5 (k) (2) 
provided that the Railroad Retirement Board and the Federal Se- 
curity Administrator should submit recommendations for equitable 
distribution of benefit costs between the old-age and survivors insur- 
ance trust fund and the Railroad Retirement Account arising from 
such payments. 

In 1948, the annual report of the Railroad Retirement Board for 
fiscal year 1946-47, discussed these amendments under the heading 
“Integration with social-security benefits” : 

The amendments thus accomplish a major extension of the coverage of the 
Social Security Act, at least with respect to death benefits. The importance of 
this extension is evident from the fact that of the more than 7,000,000 persons 
who have come under the coverage of the Railroad Retirement Act since 1936, 
probably more than 4,000,000 have also been under social-security coverage. 
Perhaps in a majority of the cases currently reported to the Board of the death 
of an employee in active service, or of a former railroad employee who had not 
retired, the employee had some social-security employment. The need for a 
similar coordination of credits under the two systems for retirement benefits is, 
at least for the present, not so great as in the case of death benefits, since the 
bulk of the employees with split coverage are still relatively young, while sub- 
stantially all employees currently qualifying for railrcad retirement annuities 
have never worked in social-security employment. 

These provisions were again discussed in the annual report for fiseal 
year 1947-48, and termed “the first instance of coordination of earn- 
ings in employment covered by two separate national insurance sys- 
tems.” The major purposes of the coordination, said the Board, are 
to prevent the total or partial loss of benefits by survivors of individ- 
uals not insured under either system separately but who are insured 
when credits are combined, or who are insured under one system but 





* National Resources Planning Board, Security, Work, and Relief Policies (1942) 
_*Meriam, Benefit Rights Under Multiple Social Insurance and Publie Retirement 
Systems, 6 Social Security Bulletin 4 (May 1943). 
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not the other; and to prevent duplication of benefits when individuals 
are insured under am system separately. “This precaution is neces- 
sary because under both systems the insurance-benefit formula is de- 
signed to provide relatively larger amounts of benefits at the lower 
earnings level.” The Board called attention to the large number of 
employees who already had earnings under both systems after 1936 
and stated that “the proportion of employees with earnings under both 
systems is likely to grow even larger in the future.” The Board like- 
wise called attention to the growing importance of this provision and 
the increasing proportion of railroad employees with social-security 
earnings in its annual report for fiscal year 1949. 

In September 1950, the joint report of the Railroad Retirement 
Board and the Federal Security Administrator, referred to above, was 
transmitted.” Representative Crosser introduced a joint resolution 
providing for the transfer of funds from the old-age and survivors 
insurance trust fund to the Railroad Retirement Account, calling for 
the transfer of the agreed-upon amount and for another report recon- 
mending legislative changes. ‘Two facts of some importance to the 
issue under discussion may be derived from this report. First, that 
the two agencies were able to work out the methodology and sampling 
of employees necessary to accomplish a method of calculating the costs 
of survivors’ benefits; and, secondly, that the result of combining serv- 
ice and eliminating duplication of benefits resulted in a net amount 
due the Railroad Retirement Account from the old-age and survivors 
insurance trust fund. The two agencies arrived at an agreement on 
how the savings and extra costs might be equitably divided. 
Agitation for and against integration, 1945-61 

In 1946, prior to the final enactment of the railroad retirement 
amendments of that year, the social-security technical staff of the 
Committee on Ways and Means of the House of Representatives pub- 
lished its report, Issues in Social Security. This report, as previously 
stated, called for preservation of a separate railroad retirement sys- 
tem, but as a staff pension plan integrated with and supplemental to 
the basic social-security system, extending coverage under the Social! 
Security Act to railroad employees.” 

In 1947, the Senate Finance Committee appointed its Social Security 
Advisory Council. Hearings were held by the council, during which 
the Social Security Administrator recommended the integration of 
the railroad retirement system with the social security system. In 
answer thereto, the Railway Labor Executives’ Association filed a 
memorandum with the Council, and the Railroad Retirement Board 
sent a representative to appear before it. Both the association and 
the Board told the Advisory Council of their opposition to such a plan 
of integration, and maintained that the difficulties involved in such a 
plan were greater than the problems which such a plan purported to 
solve, alleging that such problems could be solved within the present 
structure of the railroad retirement system. 

In 1948, the Social Security Advisory Council issued its report, in 
which, as stated above, the problems of an unintegrated system were 


“ H. Doc. 707, 8ist Cong., 2d sess., 1950. 

“TH. J. Res. 544, 81st Cong., 2d sess., 1950. 

Issues in Social Security: Report of the House Ways and Means Committee’s Social 
Security Technical Staff, 79th Cong., 2d sess., 1946. 
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discussed, and an integrated system called for. The specific legisla- 
tion whereby coverage under the Social Security Act would be ex- 
tended to rail workers was not drafted by the Council, but its report 
called for such legislation to be presented jointly by the Social Security 
Administration and the Railroad Retirement Board. 

In 1948, hearings were held on further amendments to the Railroad 
Retirement Act. At these hearings, representatives of the chamber 
of commerce and others testified in favor of an integrated system. 

Also in 1948, the Social Security Act was amended; and as already 
noted, the minority report of the House Ways and Means Committee 
endorsed a recommendation of integration made by the Social Secur- 
ity Advisory Council. 

‘In January 1949, the Brookings Institution made its task force 
report to the Hoover Commission, calling for integration. However, 
in 1949 the Hoover Commission itself (not the task force) made its 
report which supported the separate existence of the Railroad Retire- 
ment Board and did not indicate any need for further coordination 
or integration. 

During the 1949 hearings with respect to amendments to the Social 
Security Act, several witnesses—mentioned above—for themselves or 
various organizations called for integration of the two systems, and 
extension of coverage under the Social Security Act to railroad 
employment. 

In 1951, hearings were held on substantial amendments to the rail- 
road retirement law, including the provisions for fuller coordination 
outlined above. At such hearings, the Federal Security Agency and 
the Bureau of the Budget called for full integration of the two systems 
in their reports to the Senate and House committees. Representa- 
tives of the operating brotherhoods, and the Association of American 
Railroads, as well as various pension organizations, called for a study 
of the possibilities of such integration, as discussed above. The minor- 
ity report of the House Interstate and Foreign Commerce Committee 
opposed the integration of the two systems and called for a continua- 
tion of an independent railroad-retirement system. The passage of 
the 1951 amendments led to the passage of the resolution authorizing 
the founding of this committee late in 1951, and the resolution author- 
izing the funds for the committee study in 1952. Such a study was to 
include the possibility of changes in the relationships between the two 
systems, 


V. SUBSTANTIVE PROBLEMS OF NONCOORDINATED SEPARATE SYSTEMS 


The number of employees shifting between railroad-retirement- 
covered employment and social-security-covered employment has per- 
haps been the major factor influencing recommendations favoring 
integration. Attention was called to this problem by the task force of 
the Hoover Commission, the Social Security Advisory Council, the 
Bureau of the Budget, the Social Security Administration, Murray 
Latimer, Russell Reagh, and others who have testified in favor of inte- 
gration. The problem was considered a major argument in favor of 
closer coordination by Kulp on the basis of his study of other systems. 
The report of the Hoover Commission was also concerned with this 
problem. The social security technical staff of the House Ways and 
Means Committee in its full report of 1946, and the National Resources 
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Planning Board in its 1942 study, also favored integration for reasons 
including the problems caused by shifting employment. Such prob- 
lems were at least discussed during the early railroad retirement hear- 
ings, and under study by the Railroad Retirement Board and others 
ever since. Such problems were in part responsible for the coordina- 
tion of the two systems which took place in 1946 and 1951. 


Shifting employment 

The following series of tables illustrate the factors which enable 
employees covered by the railroad retirement system to also acquire 
social-security coverage. Table 1 shows for 1950 the number of 
years of completed service for persons who had railroad service 
who were alive but not retired. Of the 7.8 million individuals 
who had some active railroad service between the inauguration 
of the system in 1937 and the year of the tabulation, 1950, about 
2,0 million were in active service in 1950 and 5.8 million were no 
longer in active service. Of this 7.8 million employees, 89.1 percent 
had less than 10 years of railroad employment. Of the 2.0 million 
employees still in active service in 1950, two-thirds had less than 10 
years of railroad service, while of the 5.8 million inactive employees 
98.3 percent had less than 10 years of railroad employment. A propor- 
tionately small number of employees with 10 or more years of service 
were not in service in 1950 and not retired. Presumably, some of these 
would be in social-security coverage employment. 

Further indication of the degree of turnover in the railroad labor 
force is given by table2. This table shows that in the 14 years 1938-5] 
new entrants each year into railroad employment ranged between 11.6 
and 64.5 percent of the average number of employees in service during 
the year. This indicates that in the years with the lowest ratio of new 
entrants to average employment, the rate of recruitment was equiva- 
lent to replacement of the entire personnel in less than 9 years. ‘There 
is, of course, a substantial proportion of career employees who continue 
with the industry, particularly among the so-called operating crafts. 

Concerning the turnover in the labor force in the railroad indus try, 
the Railroad Retirement Board (Monthly Review for July 1952, p. 
130), stated: 

A total of 2,054,000 employees worked at sometime in 1950, about 43 percent 
more than the average number employed. That means that on the average 
143 persons were required to keep 100 jobs filled during the year. The total 
number is much larger than the average because of movement in and out of the 
industry during the course of the year. In 1950, about 240,000 new employees 
came into the industry, and 140,000 came back to railroad employment after hav- 
ing been out for at least all of 1949. An estimated 250,000 employees in service 
in 1950 did not remain in the industry in 1951. 

The new employees in 1950 brought to approximately 8,400,000 the total number 
who had some railroad employment in the 14-year period 1937-50. About 7,500,- 
000 of them—ineluding 5,500,000 who were not in railroad service in 1950— 


were still living and had not yet retired as of the end of 1950; 250,000 were on 
the retirement rolls ; and 650,000 had died. 


In 1950 the average railroad service months for employees who 
worked in the railroad industry was 9.3 in that industry. About 61 
percent were employed the full 12 months, and nearly one-fifth were 
employed less than 3 months. The degree of shifting in railroad em- 
ployment is also shown by table 38, which shows that less than 13 per- 
cent of those who had entered railroad service in 1938 were still in 
service in 1950. a figure almost identical with the percentage of the new 
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entrants for 1945 still in service at that time. As suggested by table 4, 
nearly 40 percent of all employees in service in 1950 were not employed 
the full 12 months of that year. 


TabLE 1.—Number and percent of employees alive and not retired* on Dec. 31, 
1950, by completed years of service and employment status in 1950 

















| 
| Said = 
| Total | In service in 1950 | Not 980 ice in 
i 
= a —E7 
Completed years of service 
Nvmber| p, Number] poy. | Number] p 
| (thou- ae (thou- aan |} (thou- “ 
} sands) —_ sands) cent | sands) on 
eee iat ainnianiees cents 
| | 
TOMB. atethescsmedeséneeeonue~ssk cates 7,839 | 100.0 2,007} 100.0; 5,831] 100.0 
Less thanl a muginn tel ammaan nada 5, 051 64.4 369; 18.4 4, 682 80.3 
: 5 a 667 8.5 27 | 6.3 539 9.2 
.- 323 4.1 102} 5.1 222 3.8 
212 27 93 4.6 | 119 2.0 
‘ 161 2.1 91 4.5 71 | 1.2 
157 2.0 114 5.7 43 | 7 
133 1.7 107 5.3 26 | 4 
° ts eet 116 1.5 99 4.9 17 | .3 
‘ b Actes 103 1.3 91 4.5 12 | 5 
2 ans “ 64 .8 5 | 2.7 10 | 2 
$ 166 2.1 130 6.5 36 | 6 
) 92 1.2 64 3.2 27 5 
{ : 131 1.7 115 5.7 16 | 3 
4 . 2 de 154 2.0 148 7.44 7 1 
4 ° ° re 148 1.9 144 7.2 4 oe 
Bo) ae oa aie ecaaterwenih 78 1.0 76 3.8 1; @® 
ver hie ae 84 1.1 8&3 4.1 1 | (3) 


Inclvdes emnloyees who may have died but whose deaths were not reported. 
2 Less than 0.05 percent. 


Note.— Data based on 4-percent sample. Detail may not add to totals because of rounding. 


TaBLeE 2.—Railroad employees, by employment status, 1937-61 


{In thousands] 











| | | | New en- 
| | | | Average | trants as 
| Employees | Employees | Emplovees | number of | percent of 
Year | in service | separated | in active New Reentrants| _..‘ fem- | average 
a | during during | service at | entrants “| ployees in | number of 
| year | year | end of year | | | service dur-| employees 
| | | | ing year in service 
| during year 
Rio coers 1, 996 | | 1, 414 ) () (") 
aio ated 1,617 | | 1,359 196 7 | 17.9 
‘ 1, 665 | | 1,414 | 236 71 | 0.5 
1, 708 | , | 1,435 249 44 20.8 
4] 2' 053 | 1,614 | 552 | 66 | 41.8 
42 2, 588 | 1, 796 908 66 | | 61.8 
“4 2, 888 | | 1, 911 1, 026 | 65 64.5 
a4 2, 904 | 23 | 1,981 907 88 | 54.3 
M5 3, 016 1,071 | 1,945 85 199 | 49.7 
Mt 2, 660 | : | 1, 906 | 457 959 | 28, 2 
ee a 2, 476 | b | 1,360 | 397 | 73 24.8 
MB. ccipustes 2,311 | 1, 842 310 | 141 | 19.9 
WO. wnnesctaiest 2, 094 | | 1, 664 | 163 89 | 11.6 
WU... -caccene-se| 2, 038 | 1, 698 236 138 | 16.6 
451 eascjdbamael | 2, O80 | 21, 700 254 | 129 | 17.2 
| 1 | 








Not available. 
? Preliminary estimate, 
Note.—Fmployees separated represent employees (including those who die or retire) who work in a 

r but not in the following year; employees in active service at end of year are those who work in 4 year 

n the year following; new entrants are employees with no previous railroad service; and reentrants are 

those who returned to railroad service after an absence of at least 1 caler dar year. ‘The number in active 

it end of any year is the difference between the number in service during the year and the number 

irated during the year. This (difference, added to the number of new entrants and reentrants in the 

wing year, gives the number it: service in that year. Minor discrepancies are due to rounding. Data 
‘£0 revised to include retroactive wage reports received in 1951. Based on 4-percent sample. 





33494—53—pt. 1——43 
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TaBLE 3.—Number and percentage of new entrants in 1938-49 in service in 


} New entra 


Number enerer nan 


Year of entry in 1950 ee" ‘ 
| (thousands rae . : ‘ 
| 1 year 
' | (thousands) 
iA hi eee eatentaia ib tegieks Pace 2,034 lt) 
Wi 
1937 and prior. ._.- - eeitiaed ‘ 809 . 
1938 : 21 194 . da 
__, a Seika ssbiies. ‘ 37 235 wi 
1940 ; ; 42 217 fo! 
1941 2p : : 110 549 hy 
1942 - | 155 905 va 
194 ; 126 1, 022 the 
1944... ae : | v3 904 10 
1945 ‘ 95 855 . 
1916... ; ; 75 455 ( di 
1947 . ‘A 7 81 396 dis 
1948 ; 55 309 th: 
1919 esi 71 162 ‘ 
1950 ; - Smal 235 235 


Note.—The 1950 data were not revised as in table 3 to include retroactive wage report l 
data for new entrants are shown in order to retain comparability; however, the revision does not 
affect the percentage of new entrants in service in 1950. Data based on 4-percent sample. D 
add to totals because of rounding. 


Tas_e 4.—Employees in service in 1951, by months of service 





Number —_ 


Months of service in 1951 (thousands) 





Total_. Seika b cde bs aden bch dainbuncmosbet Am 2, 080 
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Note.— Detail may not add to totals because of rounding. 


Dual coverage 


Only two limited studies have attempted to measure the actual 
extent of dual coverage of the two systems: (1) A study conducted in 
1945 by the Railroad Retirement Board examined the number of rail 
road annuitants who entered social-security-covered employment, there 
being no work clause to prevent this other than the prohibition against 
receipt of benefits in the event of a return to their fast employer ; and 


(2) a more up-to-date and more complete study conducted by the 
Social Security Administration, in cooperation with the Railroad 
Retirement Board. That agency recently completed a tabulation of « 
small sample of accounts of railroad employees who had credited 
compensation under OASI in part of all of the period 1937-50. 
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Summaries of these studies appear below: 


RAILROAD RETIREMENT ANNUITANTS IN SOCIAL SECURITY EMPLOYMENT 


(Suumary of a study conducted by the Railroad Retirement Board which 
appeared in the Monthly Review, October 1945) 





Nuinber of cases.—Of 190,864 individuals awarded annuities before July 41, 
1iH4, with beginning dates in 1943 or earlier, 18,818, or 9.9 percent, had received 
wages in social-security employment at some time after the annuity beginning 
date and before the end of 1943 (table 5). The proportions of railroadmen 
with postretirement earnings varied for the four types of annuity from 5.0 percent 
for those based on disability and 30 years of service to 19.1 percent for those 
based on the attainment of age 60 and the completion of 30 years of service. For 
the most important group—retirements at ages 65 and over—the proportion was 
10.3 percent. Except for a negligibly small number who had recovered from 
disability and a few who had been awarded annuities under the 1935 act, the 
disability annuitants were working in gainful employment in spite of the fact 
that they were still disabled within the meaning of the 1937 act. 
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Those annuitants who had retired in the first few years of the system were 
generally too old and had been out of work for too long a period when job 
opportunities became plentiful, so that only a small proportion of them found 
employment by the end of 1943. On the other hand, 17.8 percent of the individ- 
uals who had retired in 1941 at age 65 or later, and 23.3 percent of the prior-age 
retirements in the same year entered social-security employment in the short 
period between retirement and the end of 1943, The percentages were slightly 
lower for those whose annuities began in 1942 and very much lower for those 
whose annuities began in 1943, but this was obviously due to the fact that the 
available data did not show those entering social-security employment after 1943. 

Perhaps the best means of measuring the extent to which retired railroad men 
are found working under social-security coverage is to compare the number 
working in any year with the total number on the rolls during the year, that is, 
with the number of those who had retired before the year and were still alive 
on January 1, as well as those who retired during the year. On this basis, the 
railroad annuitants working in social-security employment in 1943—a total of 
14,724—represented 9.8 percent of all annuitants alive in that year (table 6). 
The corresponding proportion was 6.3 percent in 1942 and much lower in the 
more normal years before the war. On the other hand, it was probably higher 
in 1944, the peak war year, but data for that year are not yet available. In the 
case of age retirements alone, the proportion in 1943 was 10.2 percent for those 
who had retired at age 65 or over and 15.7 percent for those who had retired 
before age 65. 
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Amount of annuity.—Usually, the individuals with the smaller annuities are 
more likely to seek employment after retirement. This is true partly because 
of the greater financial needs of such persons and partly because the retired 
employees with the larger amounts often come from the specialized operating 
services. Such persons tend to remain longest in railroad service because they 
are better paid and because they are less easily assimilated into nonrailroad 
employment. Therefore, while the average annuity awarded was $65.64, the 
average for those who worked after retirement was $61.20. There was a corre- 
sponding difference in the averages for each of the four types of annuity, as 
shown in table 7. 


Taste 7.—Harnings of annuitants in socialsecurity employment, by amount 
and type of annuity 








Average monthly annuity | Average 
| sibjgeecitaibiah tilde SO 
| earnings of 
Type of annuity Annuitants | annuitants 
All in social- | in social- 
| annuitants | security em- | security em- 
| ployment ployment 
a 
tal schists ‘ an raphe $65. 64 $61. 20 | $194 
| =— =— — = ——— ——<< 
Age annuities beginning at age 65 or over__..._.............. 64. 98 61.11 194 
4 nuities beginning before age 65. ._...............-....- 64.77 | 62.09 223 
ty annuities based on 30 years of service a 80. 56 | 79.15 185 
Disability annuities based on less than 30 years of service_-.-- 34. 58 33.01 143 


Social-security earnings.—The earnings of the annuitants who entered social- 
security employment, averaging $194 a quarter, were substantial in relation to 
the amounts of their annuities. The employees who had retired on age annuities 
before age 65 averaged the highest earnings—$223 a quarter—and disabled an- 
nuitants with less than 30 years of service the lowest earnings—$143 a quarter. 
While there was a heavy concentration among those earning less than $100, or 
even less than $50, more than one-fifth earned $300 or more a quarter, with a 
few reaching as high as $1,000. Those who entered in 1942 and 1943 earned 
considerably more than did those who entered before the war. The quarterly 
postretirement earnings of entrants in 1939 averaged $121, and of the entrants 
in 1942, $221. Those who started to work in 1939 and 1940 worked, on the 
average, in a little less than half of the elapsed quarters for the period’ con- 
sidered, but those who started in 1942 and 1943 worked almost continuously to 
the end of 1943. 





PARULATION OF SMALL SAMPLE OF ACCOUNTS OF RAILROAD EMPLOYEES WHO Hap 
OASI-CovERED SERVICE DurRING 1937-50 


(Summary of study conducted by Social Security Administration in cooperation 
with Railroad Retirement Board, 1952) 


(Note.—Because of the small size of the sample, the data are subject to large sampling 
variation where the figures shown are small.) 

About 6,400,000 employees worked in social security and in railroad employ- 
ment in some part of the period 1937-50. They made up 76 percent of the 
8,400,000 employees with some railroad service during those years. The remain- 
ing 2,000,000 employees (or less than 25 percent) had no social-security employ- 
ment in the period. 

The proportion with service under both systems in the same year is, of course, 
much smaller than indicated by the proportion of the total with some earnings 
in the 14-year period. In 1950, 25 percent of the railroad employees also had 
Wages in social-security employment during the year. In 1949, the proportion 
of railroad workers with dual coverage was 27 percent, and, in 1948, 29 percent. 
However, it is important to note that these percentages are markedly higher 
than in the first years of the system. Data from an earlier study show that 
16 percent of the 1939 employees, and only 13 percent of the 1938 employees, 
worked in employment under both systems during the same year. In view of the 
comparatively recent extension of OASI, it is likely that these figures understate 
the full extent of the problem. 
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About 7 percent of the persons in dual coverage, compared with 5 percent of 
those with railroad employment only, were women. Dual-coverage emp!oyees 
were much younger than those with no service in social-security coverage 
(table 8). About 75 percent were (or would have been if they had lived 
under age 45 in 1950, and only 3 percent were 65 or over. In contrast, about 
34 percent of the employees with railroad service only were under age 45, 
and 25 percent were 65 or over. It should be borne in mind in evaluating these 
figures that the data include employees who have died or retired in the periog 
If only living, unretired workers were considered, the proportions in the older 
groups would be much smaller. 

Because of the present provisions transferring workers with less than 19 
years of railroad service to social security, it is important to realize that most 
dual-coverage employees had only small amounts of railroad service (table 9) 
About 43 percent of the total had been in railroad service for 3 months or Jess 
and 73 pereent for 18 months or less. Only 4 percent had been in service (counting 
only service after 1936) for 10 years or more. 

The social-security service of the employees was much more substantia) 
About 12 percent had acquired 40 quarters of coverage, 33 percent had 2) ty 39 
quarters, and 36 percent had 6 to 19 quarters. Thus, over 80 percent of «| 
dual-coverage employees were fully insured under social security, as of January 
1, 1951, on the basis of social-security employment alone. 


Taste 8.—Employees with earnings in railroad retirement and social securit 
in the period 1937-50, by age 
ue 7 — pore 
| Employees with rail- 
| Total road and social- 
Age in 1950 | security earnings 


Number 


Employees 
road earnings only 





with r 


Percent Number Percent Number Percent 





| | 

Total. .......-- wece-e-ee-e-| 8,425,000 | 100 | 6, 429,000 100 | 2,005, 000 1K 
—— | ————— |__|} ———__—_ - | -—_—- 

So ic lane eal deinen 1, 050, 000 | 13 | 970, 000 | 15 | 80, 009 | 
25 to 44 ee nerd 4, 325, 000 54 3, 855, 000 60 | 470, 090 » 
RV era: 1, 230, 000 15 | 14 | 305, 000 14 
EES ET AR TS a ae | 825, 000 | 10 | 7 360,000 9 
i he ce Sle 590, 000 | 7 3 | 405, 000 2° 
ict iosnccsennusaainaeces: 405, 000 |.........- Shaaaninebae 385, 000 |........ 








NOoTE.— Data based on 0.02-percent sample. Detail may not add to totals because of rounding. 


TABLE 9.—EHmployees with earnings under both railroad retirement and social 
security in the period 1987-50, by number of months of railroad service ani 
by quarters of coverage 

{In thousan 1s] 


! 
Social-security quarters of coverage in 1! 














Railroad months of service in 1937-50 Total = |-————-——---—--—-- —- ——-- ---- 
Less than 6 | 6-19 20-39 40 ando 

él aaa ———___—|— we a] 

WOM ocdesn shone Ames - 6,420 | 1, 255 | 2, 295 | 2, 120 
1 to 3_- | 2, 750 400 | 955 | 970 2 
4to6 ner , icahaial 845 | 105 320 | 285 13 
DPR csedatiotes . isp Sebtnendel 465 | 90 | 155 | 140 s 
a hina ee . 320 | 50 | 120 | 130 
13 to 15 | 155 35 | 40 | 70 | 
16 to 18 . 130 35 60 30 | 
19 to 95___. ¥ inusstendinald comes 1,355 | 335 | 490 | 460 | 
96 to 107 pee eee 100 40 | 35 25 
108 to 119 wet icclenee - 70 10 | 55 | 5 
ERT GROME. Bro lek Sede ni ered abienitiens 230 | 155 | 65 5 


NoTe.—Data based on 0.02-percent sample. 





A large proportion of employees who worked under both systems in the same 
year were credited with only small amounts of earnings under each system 
However, the combination of railroad and social-security earnings raised many 
of them into the higher earnings intervals. In 1950, about 48 percent of the 
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employees who worked under both systems during the year earned less than $600 

in railroad compensation, and only 9 percent earned $3,000 or more (Table 10). 

The corresponding figures for earnings under social security were 47 percent and 
9percent. However, when earnings were combined, the group earning under $600 

con stituted only 15 percent of the total, while the group earning $3,000 or over 
neluded 25 percent. 

Data for 1950 employees who worked under both systems in that year are 
similiar to those for earlier years. However, over a period of time, as the service 
distribution suggests, the employees have much greater earnings under social 
security than under the Railroad Retirement System. When all their taxable 
earnings are considered, it is found that about 45 percent of the dual-coverage 
employees received less than $300 in compensation, and only 9 percent as much as 
$15,000. In contrast, only 8 percent of the employees had less than $300 in social- 
security earnings, while 19 percent had at least $15,000 (Table 11). 


Taste 10.—Employees with earnings in both railroad retirement and social 
security employment in 1950, by earnings in that year 


Distribution by 


combined: raliread Distribution by | Distribution by 











and socialseeurity | Teiroed cerning: | osm pny carn 
Earnings in 1950 earnings ; | ABs 

| bg ee 

« [ee Number Percent | Number Percent | Number Percent 
aeons — a tas leis aes —— red —_ 
I ales <phase a 505, 000 | 100 | 505, 000 | 100 | 505, 000 | 100 
nll acest al Seacaniaieal 
oun them G0DD 65.5 ctansing-os 75,000 15 240, 000 48 | 235,000 00 | 47 
$600 to $1,199 60, 000 2 | 75, 000 | 15 105, 000 21 
$1,200 to $1,799 90, 000 18 65, 000 | 13 | 65, 000 13 
$1,800 to $2,399. _.......-. es 90, 000 | 18 60, 000 | 12 | 45,000 | 9 
$2,400 to $2,909... ... . 65, 000 13 20, 000 4} 45,000 | 9 
$3,000 to $3,599 i ptlerquin Cumbdddas 80, 000 16 40, 000 s 1 10, 000 | 2 

600 and over... ne = <n cd. 45, 000 9 5, 000 1 ade eukaiies 


Includes employees earning over $3,599. 


Note.—Data based on 0.02-percent sample. Detail may not add to totals because of rounding. 


TABLE 11.—EHmployees with earnings in railroad retirement and social security 
employment in the period 1937-50, by cumulative earnings under each system 
{In thousands] 
Social-security wages, 1937-50 


Lint ee see - anne 











1937-50 I | | eon 
. ss than - ane anne . m _ , | $25,000 
Total $300 $300-$4,999 | $5,000-$14,999 | $15,000-$24,999 | OG over 
Total “ 6, 420 540 2, 390 2, 250 900 340 
than $300 2, 885 155 1,015 980 495 240 
$300 to $4,999 __. 2, 27% 170 770 930 310 95 
$5,000 to $14,990__.... 665 90 270 215 85 5 
$15,000 to $24,999. __ 345 65 185 85 10 
$25,000 and over. __....-- 250 60 150 40 - 


Notge.— Data based on 0.02-percent sample. 


There can be no doubt that shifting employment and the consequent 
extent of dual benefits necessitated substantial coordination between 
the railroad retirement and social security systems. 

Since, at. present, duplication of payment is avoided entirely for 
survivors’ benefits, retirement benefits for those with less than 10 
years of service and for railroad service prior to 1937, those drawing 
dual benefits are only a small part of the current beneficiary groups 
under the railroad retirement system and particularly, of course, 
under the old age and survivors insurance system. The recent 
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national survey of old age and survivors’ insurance beneficiarje 
showed that in 1951 only approximately 5 percent of retired workers 
receiving OASI benefits had Federal, State, and local government 
pensions, union pensions, or railroad-retirement pay; and, of course, 
only a very small proportion of these were railroad retirement. T)ns, 
proponents of integration cannot claim any serious overall det) 
ment to the national interest up to the present time. 
PI 
VI. PROVISIONS FOR COORDINATION IN THE 1951 AMENDMENTS 
Briefly, as a result of the 1951 amendments (1) duplicate retirement 
benefits, with respect to untaxed service prior to 1937, were eliminated; 
2) railroad employment was brought within the scope of 
security work clause; (3) employees with less than 10 years of ra 
road service at death or retirement were transferred to the so 
security system; (4) a social security minimum was provided, guaran. 
teeing to the railroad employee and his family and survivors that the 
total monthly benefits under both systems shall not be less than tha = 
which would be payable under the social security system if railroa sia 
service were covered by that system; (5) a finance ‘ial interchange pro- 
vision was introduced, similar to that discussed by the Latimer- Win ™ 
letters of 1937, whereby the railroad fund is to be credited or charged 
with the amount which its separate existence has saved or cost the ro 
OASI fund—or, in effect, OASI pays railroad retirement the amount 
of additional benefits social security would have paid if railroad service 
had been covered along with regular social security employment, in 
exchange for railroad retirement paying the OASI fund the amount Ce 
of taxes social security would have collected on railroad service, plus 
interest. These provisions have the effect of more fully coordinating 
the two systems. 
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CHAPTER 10 


PRESENT COORDINATION OF RAILROAD RETIREMENT 
AND SOCIAL SECURITY SYSTEMS 


SUMMARY 


Present coordination of survivors’ benefits, transfer of short-term 
vrkers, the OASI minimum provision, the OAST financial inter- 
nge, elimination of duplicate credits for prior service, and social 
curity work clause extension to railroad employment are all discussed 
with respect to (a) background and justification, (b) operation, (c) 
criticisms, and (d) alternatives and possible legislation. 
The chapter concludes with a comprehensive comparison of the rail- 
road retirement and social security systems. 


Briefly, the following provisions for coordination between the rail- 
road retirement system and the old-age and survivors’ insurance system 
have been made. 

In the enactment of the 1937 Railroad Retirement Act, provision 
was made for a periodic estimate and report to the President and the 
Congress of the reduction in the liabilities under title II (the old-age 
and survivor benefit provisions) of the Social Security Act arising as a 
result of the separate maintenance of the railroad retirement system 
(sec. 15 (d)). As of the same time, too, provision was made for pay- 
ment of annuities in amounts no less than the additional amount whieh 
would be payable under the Social Security Act had railroad employ- 
ment been covered by the social security system (sec. 3 (e) of the un- 
aniended Railroad Retirement Act of 1937). Enactment of substantial 
revisions in the Social Security Act in 1939 rendered the first of these 
provisions impracticable without further legislation, and made the 
second ineffective. 

The 1946 amendments to the Railroad Retirement Act provided for 
coordination with OASI by the establishment of a system of monthly 
and lump-sum survivor benefits similar to those provided by OASI. 
The amounts, however, were some 25 percent higher for monthly bene- 
fits and 6624 percent higher for lump sums than those provided by the 
social-security system. In survivor cases, credits for employment after 
1936 under both programs were combined, and payments made to the 
qualified survivors of insured workers under one program or the other. 
Whether railroad retirement or OASI paid these survivor benefits 
depended, in general, upon the coverage of the deceased’s last employ- 
ment (see. 5,as amended). Provision was made also for the Railroad 
Retirement Board and the Federal Security Agency to determine the 
costs and savings to the respective systems of the coordinated survivor 
system and to recommend such legislative changes as would distribute 
equitably these costs and savings (sec. 5 (k) (2)). The two agencies 
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submitted such a report; but action thereon was not taken since the 
provision was superseded by the 1951 amendments to the Railroad 
Retirement Act. 

Thus, the problems of dual benefits, shifting employment inequities, 
and financial advantages were all largely solved with respect to sur- 
vivor benefits. Although higher taxes were required for periods of 
railroad employment, any inequity in this respect was mitigated by a 
guaranty that total benefits received by a worker and his survivors for 
railroad service would be at least as great as his total contributions 
plus an allowance for interest—a guaranty not given for service cov- 
ered by social security. 

Other coordinating features designed to solve the problems of hav- 
ing two separate systems were instituted with the passage of the 1951 
amendments to the Railroad Retirement Act. These problems, and 
the methods with which they were met, are as follows: 

(1) Shifting coverage —Transfer to the social-security system of 
the railroad employment credits of employees dying or retiring with 
less than 10 years of railroad service and payment of both retirement 
and survivor benefits (other than the railroad residual benefit) under 
the social-security system on the basis of such railroad credits in com- 
bination with any social-security credit otherwise derived. 

(2) Inequities—Restoration of the social security minimum for 
the benefits of the employee himself and extension of the minimum 
to the employee’s wife and to his survivors. Under this feature the 
total monthly benefits to an employee and his wife together with any 
benefits payable under the Social Security Act to the employee and 
his wife and children or the benefits to the employee’s survivors cannot 
be less than the total that would be payable under the Social Security 
Act if railroad employment were credited as social security employ- 
inent. 

(3) Dual benefits —Avoidance of double credit under the two sys- 
tems for service during which no taxes had been paid. This was 
effected by reduction, subject to a savings clause, in railroad retire- 
ment annuities by whichever is the less of (a) the amount the annuity 
is increased by including untaxed service before 1937, or (b) the 
amount of any old-age insurance benefit to which the annuitant is 
entitled, upon application, under the Social Security Act. 

(4) Financial advantages.—Financial reimbursement between the 
two systems so as to place the old-age and survivors’ insurance trust 
fund in the same position it would have been in had railroad employ- 
ment been covered by social security since January 1, 1937. 

(5) Administration.—Treating railroad employment as social secu- 
rity employment for the purpose of suspending the social-security 
benefit in certain months under the work restrictions of that system. 

With this brief review in mind, each of the 1946 and 1951 provisions 
for coordination contained in the present law will be examined in 
more detail, 

I, COORDINATION OF SURVIVORS’ BENEFITS 


Background and justification 


‘The system of monthly and lump-sum survivor benefits coordinated 
with that of the social security system was established by amend- 
ments to the Railroad Retirement Act enacted July 31, 1946.1 The 1951 


1 Public Law 572, 79th Cong., sec. 213. 
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amendments did not affect this coordination except to tr ansfer to the 
social seeurity svstem, for the purpose of paying survivor benefits, 
the railroad employme nt credits of workers dying with less than 10 
vears of railroad service; to conform the work restriction on survivors 
to that of the Social Security Act; and to make certain that these 
survivors should receive benefits at least as much as they would if 
all the employ ment on which their benefits were based had been covered 
by the social security system.? That policy was continued in amend- 

ing the Railroad Retirement Act in 1952 to accord with the 1952 

unendments to the Social Security Act.® 

Before the coordinated survivor system was adopted in 1946 the only 
provision in effect for monthly benefits to a survivor of a railroad em- 
ployee was that for an elec tion of a joint-and-survivor annuity which 
pe mitted a man in good health or at least 5 years before his retire- 
ment to choose an annuity which would be reduced for his lifetime 
on an actuarial basis to permit his wife to receive a monthly annuity 
after his death. The only other provision for a death benefit was 
that which amounted roughly to a refund in a lump sum of the taxes 
the employee had paid to support the railroad retirement system but 
less any annuities that had acerued to him or, if he had elect ed a joint- 
and-survivor annuity, to his widow. The social security system, 
on the other hand, had, since January 1940, provided monthly sur- 
vivor benefits to widows with young children in their care; dependent 
children under 18; aged widows; and dependent parents. Since the 
tux on railroad employees for retirement purposes was considerably 
higher than on persons covered by the social security system, it was 
deemed desirable to provide a system of monthly benefits for survivors 
under the railroad retirement program. While this could have been 
done independently of the social security system, the program for sur- 
vivor benefits under the Railroad Retirement Act was established on 
a coordinated basis with the other system so that in the event the 
employee transferred his employment between the two systems there 
would be neither loss nor duplication of benefits for the employee’s 
survivors.* 

The justification for providing survivor benefits in coordination 
with the social security system was specifically described by Mr. 
Murray W. Latimer, then Chairman of the Railroad Retirement 
Board, at hearings before the House committee which considered the 
bill, H. R. 1362, enacted as Public Law 572, Seventy-ninth Congress 
(the 1946 amendments) as follows: * 

If survivor benefits under title II of the Social Security Act and the Railroad 
Retirement Act are kept entirely separate, a number of cases will arise in which 
total benefits payable would be much larger than would be accumulated from 
identical service under either act; and a much larger number of cases in which 
some benefits would be forfeited or lost entirely would he inevitable. While 
there will be some additional administrative problems which would not be 
encountered if the two systems were entirely distinct, nevertheless the social 


advantage to be derived from coordination of the two systems seems to me far 
to outweigh any inconvenience on the side of administration. 


The Social Security Board expressed agreement with the general 
purposes of the coordination provision since, as that Board then : stated, 


* Public Law 234, 82d Cong., secs. 1, 8, 20, 22 (a) (d) and (e). 
Public Law 590, 82d Cong.. secs. 6 (d) (1) and (2). 
‘Senate Re rt No. 1710, 79th Cong. 
° Hearings before the House Committee on Interstate and Foreign Commerce on H, R. 
1862, 79th Cong., Ist sess., p. 175. 
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the coordination program would provide eligibility for benefits in 
many cases where the social security earnings were not enough to do 
so. No serious objection was interposed by the Social Security Board 
to the proposed method of coordination except to indicate that the 
more desirable procedure from its viewpoint would be to have survivor 
benefits under the railroad retirement system, and retirement bene- 
fits as well, supplied by way of supplementing the benefits payable 
under the social security system.® 
Operations under the program 

Under the coordinated system, survivor benefits (other than the 
railroad residual payment) are paid by one system only. For the 
most part, the same types of survivor benefits (although not necessarily 
in the same amounts) are provided under both systems, and the same 
definitions of widow, widower, child, and parent are found in both 
acts. A worker who dies with at least 10 years of railroad service 
with the necessary number of quarters of coverage in railroad and 
social security employment combined, and has not transferred out of 
the railroad industry or, if he has, he has never worked regularly 
under the social security system (that is, retains a “current connection 
with the railroad industry”), is insured under the railroad system. In 
that case, his survivors look to that system for benefits, which are then 
based on his combined employment. If he dies uninsured for failure 
to meet one or more of the three conditions named, he may have the 
necessary number of quarters of coverage in combined employment to 
be insured under the social security system. In that event, his sur- 
vivors receive their benefits, again based on combined employment, 
from the latter system. In any case, a residual benefit may still be due 
from the railroad retirement system, when all other benefits are paid, 
to make good the guarantee that, in effect, railroad employee taxes plus 
an amount in lieu of interest are never forfeited. 

At the time the 1951 amendments were enacted, approximately 20 
percent of the survivor benefit awards being made by the Board were 
based on less than 10 years of service. Survivor benefits are no longer 
payable in such cases, notwithstanding the existence of a “current con- 
nection” at the time of the employee’s death. Such cases are now 
transferred to the social security system for payment. 

Criticisms 

This committee has received no specific criticism directed only at 
the coordination of survivor benefits. In connection with the enact- 
ment of the 1951 amendments, the Federal Security Agency stated :' 

In recognition of the interdependence of the two systems, Congress in 1946 

provided for the coordination of survivors’ benefits. These provisions were 
reasonably satisfactory prior to the 1950 amendments to the Social Security 
Act, but there is need for consideration revision [sic]. 
This point was not further explained or discussed. It may well be 
that the quoted statement criticized the condition after the 150 
amendments to the Social Security Act and, therefore, welcomed the 
revision proposed in the 1951 amendments to the Railroad Retire- 
ment Act. 


* Report of Social Security Board on H. R. 1362, hearings before the House Committee 
on Interstate and Foreign Commerce, 79th Cong., Ist sess., pp. 864-865. " : 

7 Hearings before the subcommittee of the Senate Committee on Labor and Public Wel 
fare on bills S. 1347 and others, 82d Cong., 1st sess., p. 609. 
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‘The Bureau of the Budget and others have objected to the present 

ohare of coordinating the two systems as “piecemeal legislation” 

ih “have made the benefit and financial provisions of the two basic 

laws [railroad retirement and social security| so complex that inter- 

pretation is difficult, administration is slower and more costly, and 

any workers and their survivors find it hard to ascertain their 
entitlement.” § 


Alternatives and possible legislation 


No alternatives to or legislation regarding this coordinated system 
have been proposed except as part of proposals, to be discussed in 
pler 11, to “integrate” the two systems. 


II. TRANSFER OF SHORT-TERM WORKERS 


B ert and justification 

Transfer to the social security system of employment credit of all 
persons who retire or die with less than 10 years of railroad service to 
their credit, for payment under the social security system of retire- 
ment and survivor benefits (except the so-called residual benefit) was 
first accomplished in enacting the 1951 amendments to the Railroad 
Retirement Act. 

The transfer was accomplished by requiring specifically that an 
employee “shall have completed 10 years of service” to have ‘the quali- 
fic ations for a retirement annuity set forth in section 2 (a) of the Rail- 
road Retirement Act, by specify ing that the employee must have “com- 
p leted 10 years of service” to acquire the “completely insured” status 
csec. 5 (1) (7)) or the “partially insured” status (see. 5 (1) (8)) on 


whi cb dligibility for survivor benefits depends under section 5 (a), 
(b), (ce), (d), and (f); and by amending section 5 (k) (1) of the 
Railroad Retirement Act to eon for the crediting under the Social 


Security Act of service in the railroad industry in the cases of per- 
sons not eligible for benefits under the Railroad Retirement Act 
as amended. 

It is not unusual for pension or retirement systems to require at 
least 10 years of service for eligibility to benefits. For example, the 
private pension system of General Motors Corp. requires 10 years’ 
service for eligibility to pensions, as does that of International Har- 
vester Co. and Consolidated Edison Co, of New York. The Nash- 
Kelvinator system requires 15 years as do the systems of Bethlehem 
Steel Co., Jones & Laughlin Steel Corp., Inland Steel Co., Baldwin 
Locomotive Works, Goodyear Tire & Rubber Co. The system appli- 
cable to coal miners under the agreement between the U nited Mine 
: orkers and many coal-mine operators requires 20 years’ service; and 

‘ Ford Motor system requires as much as 30 years’ service.® How- 
ever, it should be noted that such workers sometimes do not make 
direct contributions into the pension fund. 

An individual in employment covered by the Social Security Act has 
ertain protection for himself and his family conditioned upon hav- 
ing completed at least 40 quarters of coverage or, if less than that, a 
minimum number of quarters of coverage at the time of retirement or 
death to make him insured. Otherwise the premiums which he paid 


* Memorandum of the Burean of the Rudget of Ancust 6 '952, p. 2" 
‘Company-Union Agreement and Unilateral Pension Systems, bulletin of Director of 
Research, Railroad Retirement Board, February 1951. 








652 RETIREMENT POLICIES AND RAILROAD RETIREMENT SYSTEM 


in the form of taxes are wholly forfeited. Similarly, an individual 
in employment covered under the Railroad Retirement Act has cor- 
respondingly greater protection for himself and his family condi- 
tioned upon having completed at least 10 years of service. Otherwise 
he may credit his “railroad service determining his protection under 
the Social Security Act, and in any event he has the protection of the 
“residual benefit” provision under the Railroad Retirement Act. 

In a statement issued August 5, 1952, the Railroad Retirement 
Board showed that at the time of this enactment in 1951 approxi- 
mately 15 percent of the retiring railroad employees were being 
awarded benefits based on less than 10 years of service. Eventually 
such cases would have made up the majority of those eligible for re- 
tirement. When the railroad system was inaugurated, the percentage 
was virtually zero. Casual railroad employees, qualifying at age 65 
for small, often trifling, annuities, had not only become more numer- 
ous over the years, but had all the earmarks of év entually presenting a 
most formidable problem. 

At the end of 1951 there were about 5.5 million living persons who, 
at one time or other, had some but less than 10 years of railroad 
service. These persons generally were no longer in the railroad in- 
dustry, and were not on the annuity rolls. For about 4.6 million of 
them, that service totaled less than a year. Perhaps as many as 100.000 
of them were already past age 65, but, either because of ignorance of 
their benefit rights or because of unwillingness to bother about trivial 
benefits, had never applied for the annuities due them. The bulk of 
them can be presumed to have spent most of their working lifetime 
since 1936 in social security employment. While it is too late for them 
to file for railroad annuities now, the railroad service may add in many 
cases to the social security benefits otherwise payable, or may estab- 
lish an entitlement to such benefits where the employee had no social- 
security employment or not enough of it to confer an “insured” status. 
The 10 year requirement thus restricts the benefits under the rail- 
road retirement system to the career railroad employees for whom 
the system was primarily intended. At the same time it provides con- 
tinuity of the basic protection afforded by the social security sys- 
tem in the case of employees who spend relatively short periods in 
the railroad industry. 

The provision in the Railroad Retirement Act for the “residual ben- 
efit” (see. 5 (f) (2)), which continues to be applicable to the trans- 
ferred worker for the benefit of his survivors, and which has no coun 
terpart in the social security system, assures that the worker or his 
family will receive benefits on the basis of the worker’s railroad em 
ployment equivalent to the taxes he has paid on that employment, 
plus an amount in lieu of interest. 

Operation of transfer provision 

Under this provision, the retirement benefits of every person who 
retires with less than 120 months of creditable railroad service are 
determined and paid only in accordance with the provisions of the 
Social Security Act. However, in computing such benefits and 
deciding whether the person has sufficient employment to be eligible, 
all his railroad employment after 1936 is treated as employment under 
the social security system. 
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‘The benefits of the survivors of a person dying with less than 120 
months of creditable railroad service are similarly determined, even 
though they would otherwise be determined under the railroad re- 
tirement system. The “residual benefit” provision of the Railroad 
Retirement Act (sec. 5 (f) (2)) continues to be applicable to the 
transferred worker. Under this provision, the survivors of the worker 
may be paid in a lump sum if no benefits are currently payable and if 
no future benefits are payable at age 65 under the Social Security Act 
based at least in part on the worker’s railroad employment, an amount 
equal to all the railroad retirement taxes he has paid plus an allowance 
for interest, minus the sum of all benefits paid during his lifetime to 
the worker and others deriving from him which were based solely on 
railroad employment and those paid after his death on the basis of 
combined railroad and social security employment. 

If no benefits are currently payable but future survivor benefits are 
payable under the Railroad Retirement or Social Security Acts based 
at least in part on the worker’s railroad employment, the residual lump 
sum may nevertheless be paid if the person (a widow, widower or 
paxent) who would be entitled to these benefits files with the Board an 
irrevocable election to have the lump-sum benefit paid in lieu of all 
benefits to which the person might otherwise become entitled under the 
Railroad Retirement or Social Security Acts on the basis of the com- 
bined employment credits under the two systems, except that the person 
will not be deprived of the benefits to which he or she would be en- 
titled solely on the basis of social security employment. 

Criticisms of transfer provision 

The provision for transfer of the short-term railroad workers has 
been criticized by former Board Chairman Murray W. Latimer, pres- 
ently an industrial consultant on pensions. His view was that the 
effect of the transfer, together with the other provisions of the 1951 
amendments, would result in a tax levy on the vast majority of persons 
working in the railroad industry from now on in return for which it is 
not proposed to give equivalent value; it would produce “forfeiture” 
of annuity rights for an unknown but undoubtedly large number of 
former railroad workers with no adequate offsetting value; it would 
introduce “inequities and anomalies”; it would “worsen labor relations 
on the railroads”; would adopt policies for the railroad retirement 
system which, if incorporated in an industrial pension system covering 
employees under title II of the Social Security Act and intended to 
supplement the insurance benefits thereunder, would make impossible 
the approval of that system by the Bureau of Internal Revenue pur- 
suant to section 165 (a) of the Internal Revenue Code; would permit 
the Railroad Retirement Account to retain all the appropriations on 
account of military service and amount to a subsidy of a quarter billion 
dollars; and would make impossible the adoption by Congress of a 
uniform national policy on social security.” 

The Bureau of the Budget objected to the transfer provision on 
the ground that it would create inequities. The Bureau pointed out 
that a person covered by the railroad retirement system contributes 
in retirement taxes at the rate of 614 percent but may qualify only 
for the same benefits for which a worker covered continuously by the 





” Hearings of the House Committee on Interstate Commerce, 82d Cong., Ist sess, on 
H. R. 3669, pp. 287-288. 
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social security system has paid a lower contribution rate, current] 
114 percent. Because benefits are financed from employers’ contr e- 
tions and interest income, as well as from employees’ contributions, 
the cumulative total of benefits paid on account of virtually all individ- 
uals will exceed the sum of the employee’s own contributions. In some 
instances the estate of the worker will regain from the railroad retire- 
ment system some of the employee's contributions through the opera- 
tion of the residual payment provision, but in such cases there wil] 
be deducted from this excess all survivor benefits and that part of the 
social security retirement benefits based on railroad service. As a 
result, the Bureau argued, these short-time workers on the average 
get less benefit in proportion to contributions than do persons in 
employment covered directly by the social security program." ‘The 
Bureau recognized, however, that the transfer program was a “great 
step forward” toward the type of coordinated system they prefer.” 

It was also the view of the Federal Security Agency that this pro- 
vision would lead to “anomalous and inequitable” results and would 
make it “almost impossible to secure a clear understanding among 
the noncareer railroad workers and their families as to what program 
they should look to for benefits or what protection they are actually 
afforded.” The further objection was made that the program would 
involve excessive administrative costs because of the need to transfer 
records between the agencies.’ 


Alternatives and possible legislation 


The Railroad Retirement Board recommended that no changes be 
made in the 10-year provision. It stated that there has not been enough 
experience under the present provisions of the law to show whether 
changes are desirable. The Railway Labor Executives’ Association 
took the position that there was no adequate basis for recommending 
any change. The Association of American Railroads stated that it was 
premature and unwise to consider any change. The American Short 
Line Railroad Association stated as their view that the present co- 
ordination provisions “go about as far as it is practical to go.” How- 
ever, with respect to this provision the committee questionnaire in- 
cluded the follow: ing alternatives which had been raised by others in 
discussion : 

1. Strike this provision entirely. This was not favored by any 
respondent. 

Change “10 years” to some other figure. It had been said that 
a with from 10 to 14 years of service generally receive only 
the social security minimum. The Bureau of the Budget and Soci: al 
Security Administration were both of the opinion that to raise this 
limit to the approximate dividing line of social security and railro: - 
retirement benefits (except in cases of disability) would have the ad- 
vantages of reducing dual benefits and inequities; but the later agency 
feared such a change might lead to further confusion and misunder- 
standing. 


4 Memorandum of the Bureau of the Budcet, de ated Aucust 6, 1952, 34. 

” Bureau of the Budget reply to committee questionnaire, October 16, 1952, p. 8. 

8 Report of Federal Security Agency, May 15, '% 51, on 8. 1347, 8°d Cong. 

% Detailed replies to this part of the questionn« ‘re were received from two agencies, the 
Bureau of the Budget and the Social Security A‘ministration, Federal Security Aer 
the Railroad Retirement Board opposed further chanzes at this time without more ex 
ence. 
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. Make some provision (other than retention by the Board as at 
present ) for the use of the excess in funds contributed by and on 
ehalf of such less-than-10-year employee over and above the social 
curity level of contributions (which is all that is now owed to social 
ecurity, the employee also ities guaranteed, however, that he and 
‘s survivors shall not receive less than his contributions plus interest). 
Social security thought the less-than-10-year worker who had paid 

he higher tax should receive something more. 

! Make some statutory provision regarding the disposal of the 

\ilitary service” funds appropriated by Congress to the Railroad 
R tirement Board for such workers who are now tran. ‘erred to social 
security. The Budget Bureau was concerned about this problem, and 
gested in the absence of integration the adoption of a provision for 
return to the Treasury general fund of a “substantial” portion of the 
money heretofore appropriated by the Congress for “military service” 
purposes. This issue was raised by the Bureau of the Budget with the 
Railroad Retirement Board in June of 1952 when the Bureau withheld 
the transfer of a $33 million installment appropriated to the Railroad 
Retirement Account for military service credits. However, as a result 
of correspondence bet ween the Bureau of the Budget and the Railroad 
Retirement Board in July of 1952, the Bureau released the installment 
which was duly transferred to the Railroad Retirement Account. 
his correspondence was provided by the Railroad Retirement Board 
at the request of the committee staff and is reproduced in the Appendix 
io this chapter. 
III. THE SOCIAL SECURITY MINIMUM 


ground and justification 

The provision for the payment of annuities to an employee and his 
wife and to his survivors, in the amounts or the additional amounts 
if any) that would be payable under the Social Security Act to the 
employee and his family during his life, or to his survivors after his 
death, if his employment had been covered by the social security 
-ystem, was instituted by the 1951 amendments to the Railroad Re- 
tirement Act. The provision was added as a proviso to the minimum 
otherwise applicable to retirement annuities, specifically as follows 
(sec. 3 (e), as amended) : 


* * * Provided, however, That if for any entire month in which an annuity 

crues and is payable under this Act the annuity to which an employee is en- 
titled under this Act (or would have been entitled except for a reduction pursu- 
nt to seetion 2 (a) 3 or a joint and survivor election), together with his or her 
pouse’s annuity, if any, or the total of survivor annuities under this Act 
deriving from the same employee, is less than the amount, or the additional 
amount, which would have been payable to all persons for such month under 
the Social Security Act (deeming completely and partially insured individuals 

he fully and currently insured, respectively, and disregarding any possible 
‘deductions under subsees. (f) and (gz) (2) of sec. 203 thereof) if such employee's 
service as an employee after December 31, 1936, were included in the term 
“employment” as defined in that Act and quarters of coverage were determined in 
accordance with section 5 (1) (4) of this Act, such annuity or annuities, shall 
he increased proportionately to a total of such amount or such additional amount. 


lhe Railroad Retirement Act of 1937 as originally enacted had a 
ke provision for a social security minimum which was applicable, 
Lowever, to the employee alone. As previously mentioned, this earlier 
provision had never become effective as a practical matter. This was 
because no benefits were payable under the Social Security Act until 
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1940 by which time the latter had been substantially amended; and 
the original minimum provision did not provide for taking into a 
count the provisions of the Social Security Act as amended (sec. 3 (¢) 
of the unamended Railroad Retirement Act of 1937). 

The general counsel of the Railroad Retirement Board held, accord- 
ingly, that since the minimum provision of the 1937 act did “not con- 
tain language clearly expressing an intent that future amendments 
or modifications of title LI of the Social Security Act are to be incor- 
porated into the Railroad Retirement Act, it must be assumed th 
Congress had no such intent.” ™ 

Bet ween the enactment of the 1946 railroad retirement amendments 
and the enactment of the 1950 amendments to the Social Security Act 
the railroad retirement system provided, in general, retirement and 
survivors benefits much in excess of those provided by the social] se- 
curity system. The social security amendments of 1950, however, 
increased benefits so substantially that in many instances, particul: arly 
in survivor cases, these benefits amounted to more than those payable 
under the railroad retirement system. In view of this and since 
the tax rate on railroad employees had been much higher than the 
social security tax rate, the minimum provision was enacted in 1951 
to make certain that benefits to a railroad man and his family would 
be at least as much as they would be if the 1 ‘ailroad employment had 
been covered by the social security system.’ 


Operation of pro VISTON 


Under the provision, the total of monthly benefits payable _— 
the Railroad Retirement Act to an employee and his wife (or her 
husband), together with any benefits payable under the Social Security 
Act to the employee and his wife (or her husband) and children, may 
in no case be less than the total that would be payable under the latter 
act if railroad employment were credited as social security employ- 
ment. Thus, if the employee’s railroad annuity, plus the annuity pay- 
able to the wife or husband, if any, is less than the difference between 

(a) The amount that would be payable under the Social Security 
Act to the employee, the wife or husband, and the children, if the 
employee’s railroad service after 1936 were credited as social security 
employment along with any other social security employment he may 
have; and 

(6) The amount payable under the Social Security Act on the basis 
of the employee’s social sec urity employment, if any— 
then the total of the annuities to the employee and spouse is raised 
to that difference. The effect of this provision is to guarantee every 
railroad employee at least the basic social security pr otection he would 
have had if railroad employment had been under social security cov- 
erage. It is of importance primarily to those who retire on approxi- 
mately 1 15 years of service or less and do not qualify for a social 
security benefit in addition to a railroad annuity.’ For those with 
more service the railroad retirement formula generally produces 
higher benefits than the social security formula. For those with less 

railroad service but with a social security benefit in addition, the 


‘ 2 Hearin ne before the House Committee on Interstate and Foreign Commerce, 82d Conz 
st sess., p. 
r eORinion of ‘the General Counsel of the Railroad Retirement Board, December 12, 1939 
7-39 

17 See report of the Senate Committee on Labor and Public Welfare on S. 1347, 82d 
Cong., S. Rept. 890, 82d Cong., pp. 7, 19, 25, 55. 
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combined benefits usually exceed the amount that would have been 
payable under the social security formula on combined payments. 
Approximately 6,000 employees and their wives, if any, on the railroad 
retirement rolls, slightly less than 3 percent of those over age 65, are 
receiving benefits under this provision. 

The special minimum provision is of considerably more importance 
to the survivors than to retired employees. The total of monthly survi- 
vor benefits payable on the death of an employee cannot be less than the 
amount that would be payable under the Social Security Act, on the 
death of the same employee, if railroad employment were credited as 
social security employment. Some 92,000 of the survivor annuities, 
about 60 percent of the total, now being paid are calculated under the 
social security formula. The proportion of survivor annuities 
awarded in the near future that will be affected by this provision will 
be higher, partly because of the effect of the “new start” method of 
computing social security benefits, and partly because the number of 
former pensioners and of annuitants who retired before 1948 is 
rapidly dwindling. Eventually, the great majority of all survivor 
annuities awarded to children, to widows with children, and to par- 
ents will be computed under the social security formula. However, 
the bulk of cases represented in aged widows’ benefits (those involv- 
ing more than 20 years of railroad service after 1936) will be calcu- 
lated under the regular railroad retirement formula. Aged widows’ 
benefits constitute about three-fourths of the total survivor insurance 
load in terms of costs."® 
Criticisms of minimum provision 

No criticisms of this minimum provision were specifically offered 
the committee, apparently because it established a floor more than 
justified by the higher contributions required of railroad employees. 
The operating railroad brotherhoods, while not opposing the provision 
as such, urged that increases provided by the amendments be limited, 
pending further study, to retirement benefits.” 

Alternatives and possible legislation 

No alternatives to or possible legislation affecting this provision 
have been suggested except as part of recommendations, discussed 
elsewhere, for integration of the railroad retirement and social se- 
curity systems. 


IV. THE FINANCIAL INTERCHANGE WITH OASI 


Background and justification 


The Railroad Retirement Act, as amended in 1951, contains the 
following provision (section 5(k) (2)): 


(2) (A) The Board and the Federal Security Administrator shall determine, 
no later than January 1, 1954, the amount which would place the Federal Old- 
Age and Survivors Insurance Trust Fund (hereafter termed “Trust Fund’’) in 
the same position in which it would have been at the close of the fiscal year 
ending June 30, 1952, if service as an employee after December 31, 1936, had been 
included in the term “employment” as defined in the Social Security Act and in 
the Federal Insurance Contributions Act. 

(B) On January 1, 1954, for the fiscal year ending June 30, 1953, and at the 
close of each fiscal year beginning with the fiscal year ending June 30, 1954, the 


* Statement of Railroad Retirement Board, Sentember 5, 1952. 
* Senate hearings on S. 1347, 82d Cong., p. 600. 
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Board and the Federal Security Administrator shall determine, and the Board 
shall certify to the Secretary of the Treasury for transfer from the Railroad Ry 
tirement Account (hereafter termed “Retirement Account”) to the Trust Fund, 
interest for such fiscal year at the rate specitied in subparagraph (D) on the 
amount determined under subparagraph (A) less the sum of all offsets made 
under subparagraph (C). 

(C) At the close of the fiscal year ending June 30, 1953, and each fiscal yea 
thereafter, the Board and the Federal Security Administrator shall determine 
the amount, if any, which if added to or subtracted from the Trust Fund would 
place such Trust Fund in the same position in which it would have been if 
service as an employee after December 31, 1936, had been included in the ter, 
“employment” as defined in the Social Security Act and in the Federal Insura 
Contributions Act. Fer the purposes of this subparagraph, the amount 
mined under subparagraph (A), less such offsets as have theretofore been mii 
under this subparagraph, and the amount determined under subparagraph (B 
for the fiscal year under consideration shall be deemed to be part of the Tru 
Fund. Such determination shall be made no later than June 15, followir 
close of the fiscal year. If such amount is to be added to the Trust Fund 
Board shall, within ten days after the determination, certify such amow 
the Secretary of the Treasury for transfer from the Retirement Account t 
Trust Fund; if such amount is to be subtracted from the Trust Fund, the 
ministrator shall, within ten days after the determination, certify such am 
to the Secretary of the Treasury for transfer from the Trust Fund to the Ret 
ment Account. The amount so certified shall further include interest (at tly 
rate determined in subparagraph (1D) for the fisca! year under consideration) 
payable from the close of such fiscal year until the date of certification. In the 
event the Administrator is required under the provisions of this subparagraph 
to certify to the Secretary of the Treasury an amount to be transferred to th 
Retirement Account from the Trust Fund, the Adininistrator, in lieu of such 
certification, may offset the amount determined under the first sentence of this 
subparagraph against the amount determined in subparagraph (A) as diminished 
by any prior offsets and the offset shall be made to be effective as of the first day 
of the fiscal year following the fiscal year under consideration. 

(D) For the ; urposes of subparagraphs (B) and (©), for any fiscal year, tli 
rate of interest to be used shall be equal to the average rate of interest, Computed 
as of May 31 preceding the close of such fiscal year, borne by all interest-bearing 
obligations of the United States then forming a part of the public debt: excent 
that where such average rate is not a multiple of one-eighth of 1 per centum, the 
rate of interest shall be the multiple of one-eighth of 1 per centum next lower 
than such average rate. 

(FE) The Secretary of the Treasury is authorized and directed to transfer to 
the Trust Fund from the Retirement Account or to the Retirement Account from 
the Trust Fund, as the case may be, such amounts as, from time to time, may 
determined by the Board and the Federal Security Administrator pursuant to 
the provisions of subparagraphs (B) and (C) of this subsection, and certified by 
the Board or the Administrator for transfer from the Retirement Account or fro 
the Trust Fund. 

Those provisions supplemented the provision contained in the origi- 
nal act of 1937 for a periodic estimate and report to the President and 
the Congress of the reduction in the liabilities under title II of the 
Social Security Act (the old-age and survivor benefit provision) aris- 
ing as a result of the separate maintenance of the railroad retirement 
system (sec. 15 (d)); anc supplanted the provision, enacted in 1! 46, 
for determination of, and recommendations concerning, the distribu- 
tion between the two systems of the costs of providing benefits wider 
the coordinated survivor system (sec. 5 (k) (2), as amended in 1916). 

A representative of the Railway Labor Executives’ Association 
pointed out in the 1951 hearings that, in addition to the original statu- 
tory enactment in 1937 of section 15 (d), correspondence in the yea! 
1937 between the chairman of the two boards administering these sys- 
tems, indicated an early understanding that the setting up of a seps- 
rate railroad retirement system “to take care of a relatively high-cost 
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segment of the working population would result in substantial savings 
to the general social security system.” ” 

The Senate subcommittee which revised the bill S. 1347 and recom- 
mended enactment of the reimbursement provision stated in that con- 
nection that all concerned were in agreement that the need for legisla- 
tion to increase retirement benefits under the Railroad Retirement Act 
was urgent in view of the failure of these benefits to keep pace with 
the rising cost of living. ‘To pay for these increased benefits, the com- 
mittee pointed out, the proponents of S. 1347 (the Railway Labor 
Executives’ Association) submitted measures to increase revenues, 
among Which was the provision here under discussion. This provision 
would, in effect, result in financial exchanges by the old-age and sur- 
vivors insurance trust fund (out of which social security benefits are 
paid) and the Railroad Retirement Account, to the extent necessary to 
put the social security system in the same position in which it would 
have been 1f railroad employment had been social security employment 
since January 1, 1937. The provision would declare as congressional 
policy that the social security system shall neither profit nor lose from 
the existence of the separate railroad system. The railroad system, it 
was stated, covers an older group and a group which is in other respects 
a “higher-cost segment of the national working population” so that it 
has achieved savings to the social security system by removing from 
that system this high-cost segment.” 

Operation of provision 

The effect of this interchange provision is to provide for a mutual 
reimbursement between the two funds in such amounts as would place 
the latter in the same position in which it would have been had the 
railroad employment always been included in social security coverage. 

As part of this reimbursement arrangement, the law requires the 
Board and the Federal Security Agency to determine, by January 1, 
1954— 
the amount which would place the Federal old-age and survivors insurance trust 
fund in the same position in which it would have been at the close of the fiscal 
year ending June 30, 1952, if service as an employee after December 31, 1936, 
had been included in the term “employment” as defined in the Social Security Act. 

If railroad employment had been creditable under the Social Se- 
curity Act, the social security system would have collected taxes on 
railroad earnings and would have paid benefits and administrative 
expenses on the basis of those earnings. Therefore, the social security 
fund is to be— 

(1) Credited with the taxes it would have collected on railroad 
employment through June 1952; and 

(9) Charged with the benefits and administrative costs it would 
have paid on that employment through that date. 

Thus far the tax item has exceeded the disbursement item. There- 
fore, there will be a net credit in favor of the old-age and survivors 
insurance trust fund. The Railroad Retirement Board and the Social 
Security Administration are currently working out the exact amount 
of this initial credit item, which, at the time of the congressional hear- 
ings on the 1951 amendments, was tentatively estimated at approxi- 
mately $700 million. When the actual amount is calculated, the money 


sad Hea — before House Committee on Interstate and Foreign Commerce on H. R. 3669, 
pp 524-82 ° 
"S. Rept. 890, 82d Cong., pp. 6-8. 
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will not be transferred to the social security system, but interest on this 
credit, as adjusted from time to time, will be paid to the old-age and 
survivors insurance trust fund. Since the money actually remains in 
the Railroad Retirement Account, it will, of course, continue to draw 
interest the same as other railroad retirement funds. This means that 
the Railroad Retirement Account receives the 3-percent interest, fixed 
by statute, on this amount and must pay about 214-percent interest to 
the old- age and survivors insurance trust fund, since that is the average 
interest rate of the trust fund currently. The railroad system thus, 
on the basis of a $700-million figure, has a net profit of $514 million a 
year.” This amount will decrease as the initial credit is decreased. 
The Railroad Retirement Account profits to this extent because the 
social security reserve receives interest rates on the basis of the overall] 
average of all interest rates paid on Government securities. Were the 
social security reserve to receive interest on the basis of average long- 
term bond rates, or if the interest rates on Government securities are 
increased, this profit would be substantially reduced. (The amount of 
the initial credit takes into account only benefits that would actu: lly 
have been paid by June 30, 1952; it makes no allowance for liabilities 
for future benefits with respect to service already rendered. ‘The 
present value of the charges that will ultimately be made against the 
social security system for benefits it would have paid with Tespect to 
railroad service performed by June 30, 1952, will greatly exceed the 
amount of the initial credit to that system. This might be expressed 
by saying that the benefits to be offset against taxes on an “accrual” 

rather than a “cash” basis are more than twice the taxes, and will 
result in a large credit in favor of the Railroad Retirement Account.) 

Beginning with the fiscal year 1952-53, the law further requires the 
Railroad Retirement Board and the Social Secur ity Administration to 
determine each year the additional taxes the social security system 
would have collected, and the additional disbursements it would have 
paid, had railroad employment been considered social security employ- 
ment. 

If the taxes plus interest exceed disbursements, the difference will be 
transferred from the Railroad Retirement Account to the old-age and 
survivors insurance trust fund. If, on the other hand, disbursements 
are greater than taxes, the difference is to be transferred from the old- 
age and survivors insurance trust fund to the Railroad Retirement 
Account, except that the Federal Security Administrator (now Secre- 
tary of Health, Education, and Welfare) may apply the amount 
to reduce the initial credit item. It is estimated by the Railroad 
Retirement Board that, in the future, disbursements will exceed 
taxes, and that the amounts the social security system will owe 
the railroad retirement system each year will eventually exhaust the 
initial credit item. After that, actual money transfers will be made 
from the old-age and survivors insurance trust fund to the Railroad 
Retirement Account. 

This reimbursement arrangement, together with the transfer of 
credits to the social security system of employees with less than 10 
years of railroad service, should result in financial gain to the rail- 
road retirement system, according to the Railroad Retirement Board. 

In the testimony of the Social Security Administration before the 
Senate subcommittee it was argued, on the other hand, that the sepa- 





2 Myers, Railroad Retirement Act Amendments of 1951: Financial and Actuarial 
Aspects, 16 Social Security Bulletin No. 38, March 1952. 
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rate existence of the railroad retirement system does not result 
in a saving to the old-age and survivors insurance program. On the 
question of whether the group covered by the railroad system is a 
higher-than-average-cost group, the Administration said: 

While it is true that for this group there are certain elements making for higher 
costs, on the one hand, other factors are present which act in the opposite direc- 
tion. “Higher cost” factors include an older age distribution and perhaps a 
lower average retirement age (because of the availability of larger benefits). 
On the other hand, “lower cost” factors include a higher wage level and a higher 
proportion of men (since women have superior mortality, lower average retire- 
ment age, and less regular employment, all of which increase costs and more 
than offset their lower cost due to having relatively less in supplementary and 
survivor benefits). 

Criticisms of provision—The Federal Security Agency objected to 
the reimbursement provision because, it said, it does not agree with 
the principle that any saving to the social security system as a result. 
of the maintenance of the railroad retirement system should be used 
to increase benefit amounts under the separate railroad program. Its 
view was that the— 
proposition that the old-age and survivors insurance system should pay the 
amount of any such “savings” realized from noncoverage of an industrial group, 
to a separate retirement system established for the group, is wholly inconsistent 
with the basic principles underlying the old-age and survivors insurance system. 
The objective of a social insurance system such as the old-age and survivors 
insurance system is to spread the costs of the insured risk or risks as widely as 
possible over all the various industrial and other groups covered, mingling the 
good risks with the bad. To impose on all groups thus insured any liability for 
the costs of a separate insurance system is completely foreign to this objective. 
The Agency further suggested that the adoption of the reimbursement 
principle might lead other industries to secure exclusion from the 
old-age and survivors insurance program and ultimately to complete 
disruption of the program. This result, the Agency argued, would 
be disastrous and lead to complicated provisions for transfers of 
credits between programs and excessive duplication of benefits, and 
make it impossible to provide social insurance protection to the great 
mass of workers on an orderly and economical basis.** 

A somewhat similar objection to the reimbursement provision was 
made by the Bureau of the Budget. It argued that the principle 
governing the required financial adjustment would establish a— 
very questionable precedent ; i. e., the favorable tax rate and slower accumulation 
of reserves under OASI would be made available to another, separate program 
with limited coverage. In effect, it puts the OASI system in the position of 
paying benefits to another system for the use and advantage of that system, 
rather than directly to the individual workers. Such a precedent might be used 
to obtain for other special programs with limited coverage the advantage of 
favorable OASI financing without actual participation in that system. The 
strength of a comprehensive social security program depends on wide coverage 
with its pooling of high-cost and low-cost risks; the proposed arrangement would 
weaken the system.” 

Mr. Murray Latimer, industrial consultant on pension systems, ob- 
jected to the provision because it would “make it possible for the 
railroad group to enjoy the gains, if they prove to be gains, which are 
created for the general national system [of social security] by the 





* Report of Federal Security Agency of May 14, 1951, to Senate Committee on Labor 
and Public Welfare on S. 1347, 82d Cong. 
* Report of the Bureau of the Budget, May 28, 1951, on bill S. 1347, 82d Cong. 
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absence therefrom of the arbitrarily defined railroad coverage” ani 
that this would result in “a breakdown of the national system.” * 

Alternatives and possible legislation—The Bureau of the Budget 
recommends that, in the absence of complete integration, the $700 
million (or whatever amount is found to be that due to the old-age and 
survivors insurance trust fund) should be transferred immediately to 
that fund in order to save the Federal Government some interest.” 

The Railroad Retirement Board, the Railway Labor Executives’ 
Association, the Association of American Railroads, and the Ameri- 
can Short Line Railroad Association recommended against any 
change.” No one recommended striking the provision except as part 
of an overall integration plan, discussed in chapter 11. 


V. ELIMINATION OF DUPLICATE CREDITS FOR PRIOR SERVICE 


Background and justification 


The Railroad Retirement Act was amended in 1951 to provide for 
the first time against double credit under the social security system 
and the railroad retirement system for service before 1937 as to 
which no taxes had been paid under either system. The provision is 
as follows (last paragraph of sec. 3 (b) of the Railroad Retirement 
Act, as amended) : 


The retirement annuity or pension of an individual, and the annuity of his 
spouse, if any, shall be reduced, beginning with the month in which such indi- 
vidual is, or on proper application would be, entitled to an old-age insurance 
benefit under the Social Security Act, as follows: (i) in the case of the individual's 
retirement annuity, by that portion of such annuity which is based on his years 
of service and compensation before 1937, or by the amount of such old-age insur- 
ance benefit, whichever is less; (ii) in the case of the individual’s pension, by 


’ 


the amount of such old-age insurance benefit; and (iii) in the case of the spouse's 
annuity, to one-half the individual’s retirement annuity or pension as reduced 
pursuant to clause (i) or clause (ii) of this paragraph: Provided, however, That, 


in the case of any individual receiving or entitled to receive an annuity or pension 
on the day prior to the date of enactment of this paragraph, the reductions 
required by this paragraph shall not operate to reduce the sum of (A) the retire- 
ment annuity or pension of the individual, (B) the spouse’s annuity, if any, 
and (C) the benefits under the Social Security Act which the individual and his 
family receive or are entitled to receive on the basis of his wages, to an amount 
less than such sum was before the enactment of this paragraph. 

Thus a dual benefit restriction was imposed which reduces the rail- 
road benefit by that portion of the annuity based on years of service 
and compensation before 1937, or by the amount of the OASI benefit 
to which the railroad annuitant is eligible, whichever is less. The 
reason Congress adopted this provision was to eliminate dual benefits 
for untaxed prior service and to use the resultant savings to provide 
higher benefits for the system as a whole. The railroad retirement 
system specifically credits prior service, and the OASI system gives 
such credit indirectly by the methods used in computing benefits. 
The social security benefit itself is based on wages after 1936, or after 
1950 under the “new start” provisions, but the very heavy allowance 
made in the benefit formula for the lowest wage bracket and the low- 
service eligibility requirements can be looked upon as an indirect 
allowance for service rendered before the inception of that system 
itself. While there was no questioning the need for crediting prior 
service, it seemed unfair to permit some people to get such credit twice. 


75 House hearings on H. R. 3669, p. 301. 
6 Reply of the Bureau of the Budget to committee questionnaire. 
™ See replies to committee questionnaire. 
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[lus the Senate committee which considered and proposed the en- 
actment of this provision said of it that it— 
provides against duplication of credit for prior service. The amended Social 
security Act is so weighted as, in effect, to give credit for service before 1937. 
In view of this and since employees who now receive credit for service before 
i987 have not paid any taxes with respect to such service, the sponsors of the 
| deemed it appropriate to continue to give credit under the Railroad Retire- 
ment Act for prior service, but only if the employee does not also receive an old- 
ze benefit under the Social Security Act.” 
lhe 1950 amendments to the Social Security Act made it relatively 
easy for a railroad wee pee or close to age 65, to obtain substan- 
tial old-age insurance benefits under the Social Security Act on the 
basis of only nominal social security employment in addition to the 
railroad annuity earned over a lifetime of service.” 

The dual-benefit-restriction provision also serves to eliminate the 
excess benefits which would otherwise be available to individuals whose 
-plit coverage might lead to benefits under both systems compared 
with other individuals who make railroading their career. Dual ben- 
elit. are not restricted when prior-service credits are not involved, 
first, since the employee and his employer pay taxes under both sys- 
tens for all service which goes into the crediting of the two benefits, 
and second, because this problem is not a serious one at the present 
time, 

Despite the decision to limit the dual benefit restriction to cases in- 
volving ereditable prior service only (before 1937), the restriction 
leads to substantial savings during the next 30 years or so. The adop- 
tion of the prior-service-restriction provision should effect a saving 
averaging $11 million a year for the first 10 years, $15 million for the 
next 10 years, $9 million for the third 10 years, $3 million for the 
next 10 years, and steadily decreasing amounts thereafter until sav- 
ings vanish by about the year 2000. It is estimated that the resulting 
savings over this period will come to about $385 million. On a level- 
cost basis, this amounts to 0.15 percent of taxable payroll. 

Operation of provision 

The provision operates so that the annuity payable to an employee 
who has no creditable railroad service before 1937 is unaffected by his 
entitlement to any social security benefit. The annuity payable to an 
employee who has creditable railroad service before 1937 is reduced to 
the extent of any old-age insurance benefit to which he simultaneously 
may be entitled under the Social Security Act (or would be if he filed 
for it), even though he receives no payment under that entitlement 
due toemployment. The annuity, however, may not be reduced below 
the amount payable on the basis of railroad service after 1936 alone. 
Thus, any social security benefits the employee may have earned have 
the effect of nullifying part or all of the credit otherwise allowed for 
railroad service rendered before 1937. He is, however, allowed full 
annuity credit for any railroad service on which he paid taxes. If the 
dual benefit restriction is to be applied in the case of an employee who 
was entitled to receive a railroad annuity on October 29, 1951, it may 
not operate to reduce the sum of the railroad and social security bene- 
fits which the employee and his family are entitled to receive for any 
month to an amount below the corresponding sum on that date. 


eee 


*S. Rept. 890, 82d Cong., p. 24. 
* Statement of Railroad Retirement Board of September 5, 1952. 
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About 30,000 persons now on the retirement rolls—14 percent of 
the total over age 65—are affected by the dual benefit restriction ; many 
others on the rolls will undoubtedly become affected later as they 
qualify for social-security benefits. The provision will, of course, 
gradually diminish in importance and eventually become obsolete as 
service before 1937 disappears as a factor in awarding annuities, 

The annuity payable to the wife of an employee whose annuity js 
reduced under the dual benefit restriction is computed from the em- 
ag reduced annuity. Moreover, the wife’s annuity is reduced 
vy any old-age or parent’s benefit, but not by a wife’s benefit, to which 
she is entitled under the Social Security Act (or would be entitled jf 
she applied for it). If she is entitled to such an old-age or parent's 
benefit and also to a wife’s benefit under the Social Security Act, the 
railroad annuity is reduced only to the extent that the former excee|s 
the latter. Only about 1,000 wives’ benefits are payable on a reduced 
basis because of a retirement benefit in their own right.” 





Criticisms 

The provision restricting dual benefits was objected to by the Fed- 
eral Security Agency on the ground that it would create administra- 
tive difficulty in that the— 
railroad program would have to contact old-age and survivors insurance in every 
ease involving credit for service prior to 1937 to determine whether the railroad 
benefit should be adjusted.” 

Mr. Latimer, the consultant on industrial pensions, also objected 
to the provision; first, because it would operate to reduce retirement 
income from that which would otherwise be payable; and, secondly, 
because it proposed— 
to reduce railroad annuities because of annuities earned under the Social Secu- 
rity Act; but, if you enter the service of a municipality or the Federal Govern- 
ment or any other of a large number of jobs outside social security and you get 
an annuity, that annuity is not offset. I take it that that is to be defended on 
the basis of administrative convenience. That particular provision was discussed 
in 1937, and it was decided then between the parties that that kind of arrange- 
ment would be inequitable, and in the bills which became the Railroad Retire 
ment Act of 1937, eventually, the original provision would have reduced annuities 
or withheld annuities during any month in which a railroad annuitant was 
substantially gainfully occupied. That was objected to, and the present pro- 
visions of the bill were instituted. * * * I can see no reason for reducing 
the railroad annuities because of work under social security when if is not 
reduced for work equally unrelated under any other retirement system, and in 


my judgment the administrative convenience on which I assume it to be based 
is Wholly mythical. I do not believe it can be administered.” 


The committee received a number of letters urging repeal of the 
dual-benefit restriction, from which the committee staff made up a 
list of the most prevalent criticisms of the provision. These are set 
forth below, along with counterarguments. 

1. If a person pays taxes into two retirement systems such as the 
railroad and social security systems, he should be permitted to draw 
benefits from both. Related to this criticism is the assertion that it 
is unfair to require a retired railroad annuitant who takes a job cov- 
ered by social security to pay the social security taxes when he has no 
hope of receiving benefits from that system. 





© Thid. 

| Report of the Federal Security Agency on S. 1347 to the subcommittee of Senate Com 
mittee on Labor and Public Welfare, 82d Cong., p. 613. 

* Hearings before Subcommittee on Labor and Public Welfare, 82d Cong., ist sess., 00 
8. 1347, pp. 453-454. 
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The counterargument.to these points runs about as follows: It is 
perfectly proper for a railroad man to provide himself with two 
retirement benefits, provided he does not do so at the expense of other 
railroad men. The average retirement age is now 68, and if it were 
not for this dual-benefit restriction, some railroad men, in order to 
vet social security coverage in addition to railroad retirement, would 
retire at age 65 or earlier and would receive annuities for three or more 
years longer, and would pay less in taxes than the men who stayed in 
the industry until the average age of 68. Moreover, the former would 
receive retirement annuities for three or more years longer at the 
expense of the great majority of career railroad workers who retire 
at the average age of 68. This would be inequitable. Moreover, 
both the railroad and the social security systems, for many years to 
come, will pay benefits vastly in excess of the amount of taxes con- 
tributed by any retired worker. Thus, although taxes may be paid 
into two systems, the total amounts received in benefits, even when 
subjected to the dual-benefits restriction, will far outweigh contri- 
butions. 

It is also pointed out that the purpose of the extremely liberal 
eligibility requirements under the Social Security Act was to extend 
old-age protection to many who had no other system to fall back on, 
not to provide a windfall to those covered by other social-insurance 
plans. 

2. Income from railroad-retirment annuities is often very low and 
needs augmentation from other sources. Yet when an annuitant seeks 
to qualify for social security benefits in addition, he finds it largely 
caked because of the dual-benefits restrictions. 

In reply to this criticism, it is pointed out that while working the 
individual earns far in excess of the social security benefit by which 
the annuity is reduced. When he stops working, the total of the two 
benefits is no less, or greater, than the annuity without reduction. 

3. It is not true that the service before 1937, which is creditable 
under the Railroad Retirement Act, is untaxed service. The argu- 
ment that no taxes have been paid for this service is true only to the 
extent that no taxes were paid at that time, but is not true in sub- 
stance. The taxes payable since 1937 were deliberately set at rates 
sufficiently high to cover the costs of service rendered before 1937. 
The mere fact that taxes for this service were paid at a later time 
does not make this service untaxed. 

The counterargument to this criticism is on the basis of two points: 
(a) While tax rates are set to cover the costs of prior service, this does 
not apply to any given individual. Rather, the rates are set on an 
actuarial basis so that, in the long run, total taxes collected, with 
interest, will be sufficient to pay all benefits as they fall due; (6) while 
tax rates were fixed to take account of the prior service liability, it is 
also true that the cost of the benefits was not to exceed the level cost 
taxrate. As long as this was true, or was believed to be true, duplicate 
benefits for all service was possible. But as soon as the cost of the 
benefits exceeded the level cost tax rate (the tax rates for the first 10 
years were about one-half the rate required to support present bene- 
fits), the assumption that such tax rates was adequate to cover the un- 
taxed service before 1937 became invalid. The dual-benefit restriction 
merely recognizes this fact. 

4. When Congress passed the Social Security Act amendments in 
1950, some railroad workers saw a chance to retire, work for a year 
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and a half or 2 years, qualify for social security benefits, and thus hay, 
an adequate retirement income based on both benefits. They did this iy 
good faith, giving up their seniority rights, only to have Congress 
revoke this possibility in 1951 by imposing the dual-benefits restriction, 
Thus the retirement plans of some individuals were upset by the dual- 
benefits restriction. 

The counterargument points out that many such cases were protecte(| 
by the saving clause which prevented any person receiving dual bene 
fits at the time the restriction was passed from being reduced. 

It is further pointed out that when Congress enacted the 195) 
amendments to the Social Security Act it did not consider railroad 
workers at all because they were excluded from the Social Security Act. 
The “new start” provision became necessary in the Social Security \ct 
in 1950 because Congress then brought into the system for the first time 
about 10 million people who had not been covered by any retirement 
system before. Had the 1951 amendments to the Railroad Retire- 
ment Act been considered by Congress at the same time it considered 
the 1950 amendments to the Social Security Act, probably the same 
or some similar restriction against double credit for untaxed or non. 
contributory service would then have been provided. 

5. While a work clause denying railroad annuities to those who ear 
more than a stated monthly amount was rejected by Congress the dual- 
benefits restriction is actually a type of work clause. The vast major 
ity of jobs, including self-employment, are covered by social security. 
Thus, if a retired railroad worker takes a job covered by social security, 
and becomes eligible for a social security benefit, his railroad annuity 
is reduced even though he is not actually receiving the social security 
benefit. 

The counterargument to this point is: (a2) The annuitant can re- 
ceive his social security benefit if he prefers to do so, (6) the sum of 
his annuity and wages exceeds the sum of the two benefits, and (c) 
the dual-benefits restriction is much less drastic than the social security 
work clause. 

6. The provision is discriminatory because it lumps together those 
who qualify for a social security benefit after paying taxes for onl) 
18 months with those who have paid social security taxes for as mucl 
as 10 years. If there must be a dual-benefits restriction, it should 
operate to give better treatment to those who paid taxes a long time. 

In reply, it is pointed out that, without regard to railroad worker: 
the Social Security Act gives no more benefits to one who paid taxe: 
from 1937 to date (which is about 17 years) than to one who paid taxes 
for only 18 months. This was achieved by the “new start” provision 
in the Social Security Act, and not by any provision of the Railroad 
Retirement Act. 

7. Some letters point out that those affected have already received 
many thousands of dollars in retirement benefits for very little taxes 
paid. This may be true, but it is no answer because all public retire 
ment systems provide benefits in excess of the taxes paid. 

The counterargument would state that public retirement systems do 
provide benefits in excess of the taxes paid, but they also provide for 
equality of treatment of all persons covered. If the dual-benetits 
restriction were repealed, there would be no equality of treatment 
under the Railroad Retirement Act because a small minority of rail- 
road workers would receive more benefits and pay less taxes than the 
majority, and at the expense of the majority. If it were possible to 
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spare the $10 million to $15 million a year savings achieved by the 
dual-benefits restriction, it would be more equitable to increase the 
annuities for all than to give dual benefits for untaxed service to the 
ml ‘e 
There should be no elimination of dual benefits under the two 
systems unless credits for service under both systems are combined as 
s provided by Congress in 1946 with respect to survivor benefits. 
“In reply it is pointed out that the suggestion to combine credits for 
rvice under both systems overlooks the fact that such combination 
has already been achieved by the overall minimum guaranty in the 
10951 amendments to the Railroad Retirement Act, under which the 
benefit under that act cannot be less than it would have been under 
the Social Security Act if railroad service were combined with employ- 
ment covered under that act. If such combination were achieved by 
tegration of the two systems, dual benefits would be eliminated not 
ily for service before 1937 but also for service after 1936; and this 
Wo ould certainly be unsatisfactory to those who now oppose the present 
dual-benefit restriction which eliminates dual benefits only with re- 
spect to untaxed service before 1937; and it would be unsatisfactory 


to a great many more. 
Alternatives and possible legislation 

The alternatives to retention of the present provision would appear 
to be, in the light of the objections, as follows: 

1. Eliminate the provision completely. 

2. Eliminate from the provision the phrase “or on proper applica- 
tion would be” so as to have the restriction apply only to a case in 
which the railroad retirement annuitant had applied for an old-age 
insurance benefit under the Social Security Act and had become en- 
title d to it. 

3. Amend the provision so as to have it apply only to those who 
lave stopped working and either actually receive an old-age social- 
security benefit or could do so if they apply. 

A bill which would have had the effect of alternative 1 was intro- 
duced in the Eighty-second Congress; no specific bills for legislation 
concerning alternatives 2 and 3 have been proposed. The Bureau of 
the Budget has definitely recommended against making any change, 
since complete elimination would permit dual benefits in cases where 
they are not warranted; partial relaxation would involve unequal 
treatment of different groups; and either course would add to the 
costs of the railroad retirement system.** The Railroad Retirement 
Board, the Railway Labor Executives’ Association, the Association of 
American Railroads, and the American Short Line Railroad Associa- 
tion, as in connection with other proposed changes, opposed any 
changes in this provision until after further experience with the 
1951 amendments. 


VI. SOCIAL SECURITY WORK CLAUSE COVERING RAILROAD EMPLOYMENT 


Background and justification 


In connection with the amendments to the Railroad Retirement Act 
of October 30, 1951, an amendment to the Social Security Act was 
effected which required that employment in the railroad industry be 





= Bureau of the Budget reply to committee questionnaire. 
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treated as employment covered by the Social Security Act for pur- 
poses of the work clause applied to beneficiaries of the social security 
system (sec. 22 (a), Public Law 234, 82d Cong.). At the time of 
this enactment, the Social Security Act provided that insurance bene- 
ficiaries under the age of 75 who earned over $50 a month in employ- 
ment or were charged with more than that amount of earnings in self- 
employment covered by the Social Security Act suffered a loss of a 
monthly benefit for or month of such earnings (sec. 202 (b) (1) and 
(2)). A like deduction is required in such cases from the benefits of the 
dependents of such beneficiaries entitled to an old-age insurance bene- 
fit (sec. 202 (c)). The 1952 amendments to the Social Security Act, 
as of September 1952, raised the amount of restricted earnings from 
“more than $50” to “more than $75” (sec. 4 (a) (b) and (c), 
Public Law 590, 82d Cong.), and this change was accomplished as 
to railroad employment, as well as to employment covered by the 
Social Security Act, by section 6 (d) (1) of the same amendatory law, 
This provision prevents a social security beneficiary from using the 
separate existence of the railroad system as a means of escaping the 
application of the social security work restrictions by obtaining em- 
prnaet in the railroad industry. 

Operation of provision 


The effect of these amendments is that a social security beneficiary, 
whether an old-age insurance beneficiary or a beneficiary as a depen- 
dent, loses his monthly benefit for each month in which he earns over 
$75 (over $50 in months before September 1952), in employment 
covered by the Railroad Retirement Act. Likewise, the dependents of 
aun old-age insurance beneficiary who has such earnings lose their 
monthly benefits for this same month. 

Criticisms 


No recorded objections were made to the provision during the 
course of its enactment or since. 


Alternatives and possible legislation 


_ A possible alternative to the provision would be its repeal, but no 
interested party has made any suggestion to that effect. 


VII. COMPREHENSIVE COMPARISON OF RAILROAD RETIREMENT AND OLD-AGE 
AND SURVIVORS INSURANCE 


Chapter 3 contains an over-all comparison between railroad re- 
tirement, social security, and other similar plans, both public and 
private. However, in view of the fact that a more detailed comparison 
between the railroad retirement and social security systems is fre- 
quently necessary for a consideration of issues relating to the adequacy 
of benefits, coordination or integration of the two systems, and rates 
of financing, the committee deemed it important to present a com- 
orehensive comparison for such use in this report. Such a comparison 
is particularly important in view of the fact that the committee has 
received or examined elsewhere various comparisons published by 
various organizations and even public agencies which purport to 
substantiate the particular point of view of the publisher by the way 
in which the comparison is made. It is hoped, therefore, that such 
unnecessary confusion may be dispelled by a comprehensive compari- 
son of this type. 
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Table 1 sets forth the methodology for computing retirement and 
survivor benefits under the railroad retirement system and old-age 


and survivors insurance. 


The committee believes that such a com- 


parison will be of value to readers of the report who wish to compute 


benefits under one or both systems. 


Table 2 is a comprehensive comparison of the provisions of each 
act, prepared for the committee by the Bureau of Old-Age and Sur- 


vivors Insurance in the Social Security Administration. 


This table 


enables an item-by-item comparison of the two systems. 


TABLE 1.—NMethodology for computing retirement and survivor benefits under the 
railroad retirement system and old-age and survivors insurance 


OLD-AGE AND SURVIVORS INSURANCE 


RAILROAD RETIREMENT SYSTEM 


I. MoNTHLY RETIREMENT BENEFITS 


A, AVERAGE MONTHLY EARNINGS 


For employees whose benefits are based 
on earnings after 1936 

Average monthly wage is an employ- 
ee’s total earnings covered by the Social 
Security Act after 1936 (up to $3,000 
for any year through 1950 and up to 
$3,600 for any year after 1950) divided 
by the number of months which have 
elapsed between January 1, 19387 (or 
the end of the calendar quarter preced- 
ing the employee’s twenty-second birth- 
day, if later), and the calendar quarter 
in which he files an application or the 
one in which he reaches age 65, which- 
ever results in the higher benefit. Quar- 
ters after 1935 and before the quarter 
of attainment of age 22 are included in 
the divisor if they are quarters of 
coverage, 


For employees whose benefits are based 
on earnings after 1950 
Average monthly wage is computed 
the same as above except that only em- 
ployment after 1950 is considered. . 


Average monthly railroad compensa- 
tion is an employee’s total railroad com- 
pensation credited to his years of serv- 
ice divided by the number of months 
included in his years of service. A year 
of service is any 12 months of service, 
whether or not consecutive. Earnings 
in excess of $300 in any one month are 
not counted. The average compensa- 
tion for service in the years 1924-31 is 
used for all service before 1937. All 
service after January 1, 1937, is credited 
and enough service before 1937 may be 
counted to bring the total to 30 years. 


B. FORMULA FOR RETIRED WORKER'S BENEFIT 


Old method—for benefits based on 
wages after 1936 
Primary insurance amount equals— 
(1) 40 percent of first $50 of the aver- 
age monthly wage, plus 


(2) 10 percent of the remainder up 
to $200. 

(3) The sum of (1) and (2) is in- 
creased by 1 percent for each year be- 
fore 1951 in which the worker was paid 
$200 or more in covered jobs. The 
amount computed from (1), (2), and 
(8) is increased by a conversion table 
included in the law. 

New method—for benefits 
wages after 1950 

Primary insurance amount equals— 

(1) 55 percent of the first $100 of 
average monthly wage, plus 


33494—53 45 


based on 





pt. 1 





Monthly retirement benefit equals— 

(1) 2.76 percent of the first $50 of 
the average monthly compensation, 
plus 

(2) 2.07 percent of the next $100, 
and 

(3) 1.88 percent of the remainder up 
to $150. 

(4) The sum of (1) to (3) multi- 
plied by number of years of service. 
At present, total years of service can- 
not exceed 30. 

(Nore.—If a male employee retires 
at ages 60 to 64 with 30 years of serv- 
ice, his benefit is reduced by one one- 
hundred-and-eightieth for each full 
month he is under 65. This reduction 
does not apply to disabled employees 
or to women. ) 
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TABLE 1.—Methodology for computing retirement and survivor benefits under t), 
railroad retirement system and old-age and survivors insurance—Continwue) 


OLD-AGE AND SURVIVORS INSURANCE 

(2) 15 percent of the remainder up 
to $200. 

The minimum primary 
amount payable is $25. 


insurance 


RAILROAD RETIREMENT SYSTEM 


(5) Minimum annuity: For = ep. 
ployees with a current connection with 
the railroad industry, the annuity wil! 
not be less than the least of the fo). 
lowing: 

(a) $4.14 times years of service 

(b) $69. 

(c) Average monthly compensation 

A special minimum provision guar 
antees that the total amount of bene 
fits to an employee and his family under 
both the Railroad Retirement and So 
cial Security Act will not be less than 
the benefits would be under the Soci:! 
Security Act if his railroad employment 
after 1986 had been creditable unier 
that act. 


C. BENEFITS FOR DEPENDENTS OF RETIRED WORKERS 


(1) Wife (or dependent husband) 
aged 65 or over. 

(2) Wife, regardless of age, if car- 
ing for employee’s dependent, unmar- 
ried child under 18. 

(3) Each unmarried child under age 
18. 

The monthly benefit payable in each 
case is equal to one-half of the retired 
employee's primary benefit. 

Norre.—See limits to monthly benefits 
under the survivorship section. 


(1) Wife (or dependent husband) 
aged 65 or over. 

(2) Wife under age 65, if caring for 
employee's dependent, unmarried child 
under age 18. (Child, however, is not 
eligible for a benefit.) 


The monthly benefit payable is equal 
to one-half of the retired employee's 
benefit up to a maximum of $40. 


II. MonTHLy Survivor BENEFITS * 


A. AVERAGE MONTHLY EARNINGS 


Benefits based on earnings after 1936 

Average monthly wage same as for 
monthly retirement _ benefits. All 
months after 1936 and up to the quarter 
in which the wage earner died (or 
reached age 65, if a higher benefit re- 
sults) are counted in the computation. 
If the employee had retired before 
death, the primary insurance amount 
already computed is used as the basis 
for the survivor benefits. 

Benefits based on earnings after 1950 

Same as above except that only em- 
ployment after 1950 is considered. 


Average monthly remuneration is em- 
ployee’s combined earnings from ruail- 
road and social-security employment 
after 1936 and before the quarter. in 
which he died or retired (or reached 
age 65 if a higher benefit results) di- 
vided by the total number of months in 
that period. Railroad earnings over 
$300 a month and social-security earn- 
ings over $3,000 for any one year 
through 1950, and $3,600 a year there- 
after, are not counted. Combined earn- 
ings, however, may be taken only up to 
a maximum of $3,600 in any one year. 
Average monthly remuneration is lim- 


ited to $300. 


B. BASE FOR COMPUTING SURVIVOR BENEFITS 


Primary benefit 


This is computed in the same manner 
as the amount the employee would have 
received in benefits (see above). 


Employee’s basic amount 
(1) 40 percent of the first $75 of the 
average monthly remuneration, plus 
(2) 10 percent of the remainder up to 


1 Payable under only one of the two programs, based on combined railroad and social- 
security earnings. 
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TanLe 1.—Methodology for computing retirement and survivor benefits under the 
railroad retirement system and old-age and survivors insurance—Continued 


OLD-AGE AND SURVIVORS INSURANCE 


RAILROAD RETIREMENT SYSTEM 

(3) The sum of (1) and (2) is in- 
creased by 1 percent for each year after 
1936 in which the employee was paid 
at least $200 in combined railroad and 
social-security employment. 

(4) If the basic amount is less than 
$14, it is raised to that amount. 


C. BENEFITS PAYABLE 


(1) Widow aged 65 or over or with a child under 18 


Three-quarters of the primary benefit. 


Full basic amount. 


(2) Each unmarried child under 18 


One-half of the primary benefit, plus 


an additional one-fourth divided among 


all the children, 


Two-thirds of the basic amount. 


(3) A parent who was receiving half of his support from the employee provided 
there was no surviving widow, widower, or child potentially eligible for 


monthly benefits 
Three-fourths of the primary benefit. 


Two-thirds of the basic amount. 


(4) Limits to monthly benefits that may he paid to a family on one worker’s 
account 


(a) Minimum, $18.80. 

(b)) Maximum, whichever is least: 
$168.75, or 80 percent of the employee's 
average monthly wage, but this limita- 
tion may not operate to reduce the total 
below $45. 


(a) Minimum, $14 a month. 

(b) Maximum, whichever is 
$160 or 224 times basic amount. 

(c) A special minimum provision 
guarantees that the total of monthly 
survivor benefits paid under the Rail- 
road Retirement Act will never be less 
than a comparable benefit under the 
Social Security Act. 


least: 


Nore.—Benefits are also payable under OASI to dependent divorced wife of 


deceased worker if she has child of worker under 
both railroad retirement and OASI, dependent 
The benefits are the same in these cases respectively as would 


deceased worker. 


1S in her care, and, under 
widower age 65 or over of 


be payable if the beneficiaries were widows. 


III. Lump-Sum DeEatH BENEFITS 


Three times the primary benefit (pay- 


able even though a survivor is entitled 
to immediate monthly benefits). 


Ten times the basic amount (payable 
when no survivor is entitled to imme- 
diate monthly benefits). 


IV. RestpvuaLt PAYMENTS 


None, 


The amount of the residual payment 
is equal to 4 percent of the employee’s 
creditable railroad compensation from 
January 1937 through December 1946, 
and 7 percent thereafter, minus any re- 
tirement benefits paid to the employee 
and his wife under the Railroad Retire- 
ment Act, and any benefits paid to the 
employee and his wife under the Social 
Security Act on the basis of his rail- 
road service, and any benefits to his 
survivors under either act on the basis 
of his combined railroad and social- 
security service. 
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APPENDIX TO CHAPTER 10 


CORRESPONDENCE BETWEEN THE RAILROAD RETIREMENT ROARD AND THE BUREAU OF 
THE BUDGET WITH RESPECT TO PAYMENTS FOR MILITARY SERVICE CREDIT 


JUNE 23, 1952. 
The Honorable F. J. Lawton, 
Director, Bureau of the Budget, 
Erecutive Office of the President, Washington, 25, D. C. 

DeaR Mr. LAwton: The Board's Director of Finance has called our attention 
to action in your office, reflected on standard Form 131, refusing to apportion 
the $33 million appropriated for fiscal year 1953 for military service credits 
under the Railroad Retirement Act and instead placing such amount in “reserves 
for other contingencies.” The $33 million was appropriated to the railroad retire- 
ment account by public Law 141 of the Sist Congress. 

It is the Board’s ponition, on the assumption that this action will prevent 
prompt investment of the appropriated amount, that the action should be revised 
in order to provide for such investment. The intention of Congress, we believe, 
is made quite plain by the second proviso in title IV of Public Law 141 of the 
Sist Congress that amounts not required for current payments shall be invested 
by the Secretary of the Treasury in accordance with the provisions of the Rail- 
road Retirement Act of June 24, 1937, and by section 15 (b) of the Railroad 
Retirement Act that the Secretary of the Treasury shall invest such portion of 
the amounts credited to the railroad retirement account as, in the judgment of 
Board, is no immediately required for the payment of annuities, pensions, and 
death benefits. Any delay in fulfilling this intention presumably might result 
in irrevocable loss of the interest which otherwise would have accrued in the 
interim upon the appropriated amount. 

The Board maintains that the apportioning authority of your office under 
section 3679 of the Revised Statutes, as amended (31 U.S. C. A., sec. 665), intended 
to control the expenditure of funds in order to prevent their waste, should not 
be asserted in such a way as to prevent the prompt investment of funds where 
specifically provided for by Congress. In this connection, it should be mentioned 
that the Board's Director of Finance has also informed us of a telephone 
conservation with Mr. William Henry Smith of your office in which the ex- 
planation was furnished that the 1951 amendments of the Railroad Retirement 
Act (Public Law 234, 82d Cong.) had such an effect upon the act’s program of 
crediting military service that a reserve was considered advisable; as to this, 
however, it must be observed that althought a similar view was expressed to 
the Congress in your letter of May 18, 1951, to the Honorable James E. Murray 
of the Senate Committee on Labor and Public Welfare, Congress did not see 
fit to limit in any way the amounts appropriated for this purpose. As you are 
aware, the investment return in an actuarially-funded system such as that pro- 
vided by the Railroad Retirement Act is of tremendous importance to the main- 
tenance of the system, in fact comparable over the years to the importance of the 
supporting tax payments, and it is essential that the investments authorized 
be fully and promptly made. 

In view of the foregoing, your early attention to this situation will be 
appreciated. 

Very truly yours, 
WILLIAM J. KeNNebDyY, Chairman. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BuDGET, 
Washington, D. C., July 17, 1952. 
Hon. Wirit1amM J. KENNEDY, 
Chairman, Railroad Retirement Board, 
Chicago, Ill. 

My Dear Mr. KENNEDY: This is in reply to your letter of June 23, 1952, in 
which you suggest that section 3679 of the Revised Statutes does not contain 
sufficient basis for the Bureau’s action in reserving the sum of $33 million 
appropriated to the railroad-retirement account for the fiscal year 1953 by the 
Railroad Retirement Board Appropriation Act, 1950. 

Subsection (c) (2) of section 3679 of the Revised Statutes provides that 
reserves may be established in an appropriation or fund to effect savings “when- 
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ever savings are made possible by or through changes in requirements, greater 
efficiency of operations, or other developments subsequent to the date on which 
such appropriation was made available.” 

This appropriation of $33 million for the fiscal year 1953 is 1 of 5 yearly 
appropriations enacted in June 1949, based on an estimate by the Board of the 
total cost of military service credits on the basis of the law then existing. The 
respective amounts appropriated for each fiscal year, through the fiscal year 
1952, have been apportioned by the Bureau and made available to the Board. 

However, in considering the request for apportionment of the amount appro- 
priated for the fiscai year 1953, it was necessary to take into account the changes 
in law which have occurred since the appropriation was made. The Socia} 
Security Act amendments of 1950 provided military service credits for benetit 
purposes under the OASI system for all veterans of World War IL. Public 
Law 234, approved October 30, 1951, provided that benefits for all railroad 
workers with less than 10 years of covered railroad employment be paid from 
the OASI trust fund rather than from the railroad-retirement account. Since 
there is substantial evidence that most persons with military service credits for 
World War IT have less than 10 years of covered employment under the Railroad 
Retirement Act, these laws appear to have had the effect of removing from the 
railroad-retirement account the bulk of its liability for military-service credits, 

Our action in placing the sum of $33 million in reserve was based upon the 
view that the legislation referred to above had so reduced the liability of the 
railroad-retirement account for military service credits that use of the reserved 
amount would not be necessary, and that it should therefore be treated as a 
aving pending final determination of the exact liability of the railroad-retire- 
ment account for military-service credits, 

I share the concern expressed in your letter with respect to the need for main- 
taining the railroad-retirement account as an actuarially funded system. In 
this connection, I note that there have heretofore been paid to the account from 
the general fund of the Treasury on account of military-service credits a total 
of $266,577,000, including $99 million of the amount appropriated in the 1950 
act. Under these circumstances, I am sure you will appreciate my responsibility 
under section 3679 of the Revised Statutes to make certain that moneys are 
not apportioned for payment from the general fund of the Treasury in a case 
where developments subsequent to the making of the appropriation create a 
substantial doubt as to whether all or any part of the appropriation is needed 
for the purpose for which it was made. 

It is not clear from your letter whether the Board has made a study of the 
needs of the railroad-retirement account since the changes in the law. It seers 
to me that the existing circumstances warrant a review to determine the esti- 
mated cost of military-service credits which will be borne by the railroad- 
retirement account. It is particularly important from the standpoint of my 
responsibility under section 3679 of the Revised Statutes that specific informa- 
tion be developed to demonstrate whether the original estimate of needs is 
still valid in the light of experience and the changes in the law. If the Board 
will furnish information of this nature, I shall be happy to consider whether the 
apportionment can properly be revised. 

Sincerely yours, 
F. J. Lawton, Director. 


Jury 30, 1952 
Hon. FredertcK J. LAWTON, 
Director, Bureau of the Budget 
Executive Office of the President, 
Washington 25, D. C. 

My Dear Mr. LAwWTon: We have your letter of July 17, 1952, in response to ours 
of June 28, 1952, with respect to reserving the sum of $33 million appropriated to 
the railroad-retirement account for the fiscal year 1953 by the Railroad Retire- 
ment Board Appropriation Act, 1950. 

We have noted your views concerning your authority and responsibility under 
subsection (c) (2) of section 3679 of the Revised Statutes as amended. Not- 
withstanding careful and deferential consideration of the views you express, we 
are still of the opinion that the authority and responsibility conferred upon you 
by these statutory provisions do not include authority to impound in reserves 
money appropriated to the railroad-retirement account and thus to override the 
specific direction of Congress in making the appropriation that “the amount not 
required for current payments shall be invested by the Secretary of the Treasury 
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in accordance with the provisions of said Railroad Retirement Act of June 24, 
1037.” However, in view of your request that specific information be developed 
to demonstrate whether the original estimate of needs is still valid in the light 
of experience and the changes in the law it may be immaterial at this time to 
determine the extent of your statutory authority and responsibility. We think 
it is clear that there has been no experience or change in the law which in any 
way would impair the validity of the original estimate on which the appropria- 
tion was based. 

The original estimate was based upon the direction contained in section 4 (n) 
of the Railroad Retirement Act of 1937, as amended, reading as follows: 

“In addition to the amount authorized to be appropriated in subsection (a) of 
section 15 of this act, there is hereby authorized to be appropriated to the rail- 
road-retirement account for each fiscal year, beginning with the fiscal year 
ending June 30, 1941, (i) an amount sufficient to meet the additional cost of 
crediting military service rendered prior to January 1, 1937, and (ii) an amount 
found by the Board to be equal to the amount of the total additional excise and 
income taxes which would have been payable during the preceding fiscal year 
under subchapter B of chapter 9 of the Internal Revenue Code, as amended, with 
respect to the compensation, as defined in such subchapter B, of all individuals 
entitled to credit under the Railroad Retirement Acts, as amended, for military 
service after December 31, 1936, if each of such individuals, in addition to com- 
pensation actually earned, had earned such compensation in the amount of $169 
in each calendar month in which he was in such military service during such 
preceding fiscal year and such taxes were measured by all such compensation 
without limitation as to amount earned by any individual in any 1 calendar 
month.” 

You will note that under this congressional direction two distinct types of 
estimates are called for on entirely different bases. With respect to military 
service rendered prior to January 1, 1937, we are required to estimate for each 
fiscal vear beginning with the fiscal year ending June 30, 1941, an amount suffi- 
cient to meet the additional cost of crediting such military service. The appro- 
pristion of $166,852,000 contained in the Railroad Retirement Board Appropria- 
tion Act, 1951, included $419,000 with respect to the cost of crediting military 
service rendered prior to January 1, 1937. That was the amount estimated to 
be the additional cost of crediting such military service with respect to benefits 
awarded in the fiscal vear 1948. The benefits awarded in that fiscal year have 
not been canceled in any part nor have they been diminished. Subsequent 
liheralizations of benefits applicable to henefits awarded in the fiscal year 1948 
have in fact operated to increase the cost of crediting military service rendered 
prior to January 1, 1937, in the benefits awarded during the fiscal year 1948, 
Since we are not here considering any request for an increase of appropriations 
to cover such increased costs, or the increased cost resulting from all liberal- 
izations of benefits under the Railroad Retirement Act since the enactment of 
section 4 (nm) in 1942, it is not now material to determine precisely the extent 
to which that cost has been increased. 

With respect to the appropriations based on the crediting of military service 
rendered after December 31, 1936, you will note that the statutory provisions 
ahove quoted require estimates to be made on an entirely different basis from 
the basis of estimates relating to military service rendered prior to January 1, 
1937. The estimates relating to military service rendered after December 31, 
1936, are in no way related to the cost of crediting such military service. For 
the purpose of financing the crediting of such military service that service is 
treated in every respect like railroad service at monthly compensation of $160. 
What the Board is required to estimate is the amount of carrier and employee 
tuxes that would have been collected on creditable military service had it been 
railroad service at a monthly compensation of $160. The amount so to be esti- 
mated, like tax collections with respect to railroad service, which remains un- 
affected by whether or not the individuals rendering the service subsequently 
qualify for benefits or by changes in thel iberality of benefits paid on the basis 
of such service. 

The congressional policy applicable to the financing of benefits based upon the 
crediting of military service rendered after December 31, 1936, corresponds 
exactly to that applicable to the crediting of railroad service rendered after 
that date. In both cases it is impossible to know before the individual retires 
or dies whether he, his dependents, or survivors will qualify for benefits and, 
if so, in what amount. Necessarily, in some cases the amount of benefits that 
will he drawn on the basis of credited service will far exceed the payments into 
the account attributable to such service. Consequently the solvency of the 
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account is dependent upon the fact that in other cases the income derived from 
creditable service exceeds the amount of benefits, if any, that will be paid on 
the basis of such service. The 1951 amendments to the Railroad Retirement 
Act, by increasing the retirement annuities a minimum of 15 percent, increasing 
survivor benefits a minimum of one-third, and providing spouses benefits, jn- 
creased the excess of benefit payments over tax collections with respect to 
creditable service in some instances. They made no provision for increasing the 
tax collections with respect to any such service but relied upon decreasing 
or eliminating benefit payments in other instances. No reduction in or refund 
of carrier or employee taxes was provided with respect to the service of those 
who at death or retirement may have less than 10 years of service or may have 
no spouse or may leave no survivors or may not live long enough after retire- 
ment to draw benefits equivalent to the taxes paid on their service or may have 
their annuities reduced by reason of qualifying for social-security benefits. The 
residual lump-sum guaranty merely assures the individual that benefits will be 
paid either under the Retirement Act or the Social Security Act based on 
railroad service in an amount at least equal to the specified percentages of his 
creditable compensation and in this respect, too, compensation attributable to 
creditable military service is treated just like creditable railroad compensation 

When the 1951 amendments were under consideration by the congressiona| 
committees the report of the Bureau of the Budget directed specific attention 
to the fact that in the case of some individuals there would be resulting savings 
in the cost of crediting military service. It was of course readily apparent 
that by reason of the amendments there would likewise be increases in the cost 
of crediting military service in other instances. Corresponding savings and 
increases in the cost of crediting railroad service were likewise involved. After 
full consideration of the subject Congress enacted the amendments without 
making any change in financing the crediting of either railroad service or military 
service notwithstanding substantial changes in the allocation of benefits. 

The estimates on which the appropriation made by the Railroad Retirement 
Board Appropriation Act, 1950, was based were made strictly in accordance with 
the direction contained in section 4 (n) of the Railroad Retirement Act. The 
methods used in making the estimates were fully disclosed to the Bureau of the 
Budget and were found unexceptionable. The statutory direction as to what is 
to be estimated has not been changed and nothing has occurred in the interim to 
indicate any inaccuracy in the estimates or that a more accurate estimate could 
now be made. The only departure from the congressional plan of financing the 
crediting of military service as outlined in section 4 (n) of the Railroad Retire- 
ment Act occurred when the 1950 appropriation act deferred the crediting to 
the railroad retirement account of certain installments of the appropriation 
instead of providing for current crediting as section 4 (n) contemplated. As a 
result the account suffers a loss of $10,739,914 in interest payments which would 
have been earned of the appropriation for military service had, like tax collec- 
tions for railroad service, been currently paid. Under these circumstances there 
has been no change in requirements or other developments subsequent to tlie 
date of appropriation which would warrant the impounding of any portion of 
the amount appropriated. 

Sincerely yours, 
WILLIAM J. KENNEDY, Chairman 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BUDGET, 
Washington, D. C., August 22, 1952 
Hon. WitttAM J. KENNEDY, 
Chairman, Railroad Retirement Board, 
Chicago, Ill. 

My Dear Mr. Kennepy: This will acknowledge your letter of July 30, 1952, with 
regard to a reserve in the sum of $33 million appropriated to the railroad 
retirement account for fiscal year 1958 by the Railroad Retirement Board Ap- 
propriation Act of 1950. There is attached also a form 132 releasing the reserve 
on this $33 million. 

This action is taken in view of the indication in the Railroad Retirement 
Board’s letter of July 30, 1952, that nothing has transpired in the Board’s expe- 
oe or in amendments to the Social Security Act which would result in any 
savings. 

Sincerely yours, 
F. J. LawTon, Director. 
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CHAPTER 11 


INTEGRATION OF THE RAILROAD RETIREMENT AND 
SOCIAL SECURITY SYSTEMS 


SUMMARY 


We have considered the problems involved in the separate existence 

the railroad retirement and the social security systems and the 
methods of meeting these problems by the coordinating features of 
the vailroad system. This chapter will take up the remaining ques- 
tion as to whether the problems are adequately met, and whether there 
would be any significant advantages were the two systems to be com- 
pletely integrated. To consider this question the committee sent out 
a questionnaire to ascertain the present views of the interested groups 
and agencies. This questionnaire and the replies to it are discussed. 
This is followed by a review of the experience with integration of 
private industry retirement systems with social security. The chapter 
then proceeds to an analysis of integration as it would affect the 
problem areas now handled by coordination; namely, dual benefits, 
fnancial advantages, shifting employment inequities and adminis- 
frat ion. 

I. THE COMMITTEE QUESTIONNAIRE AND REPLIES 


The committee sent a questionnaire covering the various arguments 
and plans relating to integration of railroad retirement and social 
security to three Gover nment agencies, for the benefit of their technica 
views, and to other interested groups who might care to comment upon 
such proposals and arguments. 


The questionnaire 
Lae questionnaire was divided into four main parts as follows: 

Arguments opposing integration—This part consisted of the 
isda most frequently given as the reason why social security 
ond railroad retirement should not be integrated, most of which were 
made prior to the adoption of the coordinating features of the 1951 
amendments. Respondents to the questionnaire were asked to ex- 
plain whether, in their judgment, these statements are correct, whether 
they are valid objections to integration, and how such objections may 
be overcome. The committee also stated that if the respondent was 
not in a position to evaluate the accuracy of the statement, he should 
indicate what his position would be if the statement were correct. It 
was further suggested that respondents could list any other objections 
to integre ition which they felt were valid. 

Arguments favoring integr ation—This part consisted of the 
anda more frequently given as the reasons why social security 
and railroad retirement should be integrated. Respondents were re- 
quested to explain whether, in their judgment, these statements were 
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correct, whether they were valid reasons for integration, and whether 
integration is necessary to accomplish the same objectives. Those 
not in a position to evaluate the accuracy of the statement, it was sug. 
gested, should indicate what their position would be if the stateme nt 
were correct, and all were asked to add any other arguments for inte- 
gration that they felt were valid. 

3. Basic methods of integration—This part consisted of a broad 
outline of some of the basic methods of integration which had been 
proposed from time to time. Specific details, , possible variations and 
necessary adjustments or differences were not spelled out. Respond- 
ents were requested to state their preferences, reasons, objections, 
amendments, and appraisal with respect to each of these methods, an 
add any other method which the respondents deemed worthy of con- 
sideration. ‘To those who objected to any of these methods, the com- 
mittee included a request that such respondents should include a state- 
ment of what methods of integration the respondent would prefer if 
one were to be adopted. 

4. Committee action.—The first section of this part dealt with pro- 
posed changes in the present manner of coordination between railroad 
retirement and old-age and survivors insurance, should the committee 
decide that integration should not be further pursued at this time. 
This section and the proposals contained therein were discussed in 
the preceding chapter. The second section asked questions designed 
to ascertain the feeling of the respondents with respect to a particular 
method of determining the final legislation with respect to integration. 


Replies to the questionnaire 

Detailed answers to the questions contained in this questionnaire 
were received from the Railroad Retirement Board by Mary B. 
Linkins, Secretary; the Bureau of the Budget by F. J. Lawton, Direc- 
tor; and the Social Security Administration of the Federal Security 
Agency by Arthur J. Altmeyer, Social Security Commissioner. Be- 
cause of the importance of comparing the views on these technical 
matters of those public agencies in a position to evaluate adequately 
such matters, the answers of these three agencies are set forth 
tabular form in a table appearing in the appendix to this chapter. 

Part IIT of the questionnaire and the answers thereto are omitted 
from this tabulation, since they do not deal with arguments but tech- 
nical methodology. An outline of these plans and comments thereon 
by those favoring integration are discussed in the appendix to this 
chapter. Answers to the questionnaire, summarized herein, were also 
received by the committee from the Railway Labor Executives’ Asso- 
ciation, representing 18 brotherhoods, and from several nonaffiliated 
pension organizations purporting to represent varying numbers of 
individual railroaders who were either presently retired or still | 
active employment. 

The Association of American Railroads replied with a memo- 


randum, dated October 31, 1952, stating: 


Our studies of the questionnaire have convinced us that in view of the many 
possible kinds of integration and the present lack of proven data upon which iniel- 
ligent conclusions can be based, categorical answers to the various questions 
listed in the questionnaire cannot be supplied on behalf of the railroad indus- 
try. * * * The committee will, of course, appreciate that this treatment of 
the subject matter of the questionnaire should not be deemed to constitute an 
adoption of the railroad industry’s part of any of the statements contained in 
the questionnaire. 
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and— 


Proposals for change in the method of integration between the railroad retire- 
ment system and the old-age and survivors insurance system should not be con- 
sidered at this time. 

The American Short Line Railroad Association replied by letter 
of October 30, 1952, that— 

We have given ers as study to the questionnaire and to the subject in general. 
We find that we do not have sufficient detailed information to enable us to reply 
to your questionnaire question by question. 
and— 

We believe that the 1951 amendments to the Railroad Retirement Act go about 
as far as it is practical to go in coordinating the railroad retirement system 
with the social security system. 

No reply to the committee’s letter was received from any of the four 
operating railroad unions. 

The Railroad Retirement Board preceded its answers to the specific 
statements in the questionnaire by a general statement, in the belief 
that their position could be more comprehensively and logically sum- 
marized by such a statement than by direct answers to the question- 
naireonly. This statement and the position stated therein is discussed 
throughout this chapter, and a copy of the statement is contained in 
the appendix to this chapter. 

The Federal Security Agency accompanied their reply to the ques- 
tionnaire with a letter br iefly stating the position of th ie Social Secu- 
rity Administration of the Federal eons Agency with respect to 
the issues involved in the questionnaire. Their position has been dis- 
cussed in this chapter, and a copy of the letter included in the 
appendix. 

The Bureau of the Budget preceded its answers to part I of the 
questionnaire with a brief statement of its concept of integration, and 
its support of that concept. This statement likewise has been analyzed 
by the committee for use in this chapter, and a copy appears in the 
appendix. The Bureau of the Budget also felt that much of the ground 
covered in the questionnaire and their answers thereto was also cov- 
ered in their memorandum of August 6, 1952, which is cited several 
times in their answers. <A copy of ae statement has previously been 

cluded in the appendix to ¢ fh apter 

“The positions of those answering the questionnaire, as represented 
by the answers received by this committee and, in the case of the 
Government agencies, tabulated in this chapter, might be briefly 
summarized as follows: . 

The Social Security Administration in the Federal Security Agency 
favors the integration of the Railroad Retirement System and the 
general Old- Age and Survivors Insurance System, retaining the rail- 
road system as a completely independent system providing benefits 
supplementing those available under the general Old-Age and 
Survivors Insurance System, or types of benefits not available under 
the general system. They believe that such a separate benefit program, 
tailored to meet the special needs of workers in the railroad 
industry, and administered on a completely independent basis, would 
sin iplify the relationships between the two programs and the adminis- 
trative burdens arising therefrom and equitably solve the problems 
of dual benefits or inequities which arise from ‘shifting employment 
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between industries covered by both programs. The Social Securit, 
Administration believes that the present methods of coordination are 
not sufficient in this respect, that integration would be of financial 
advantage to the railroad retirement program by the elimination of 
excessive benefits resulting from dual benefits and imposition of a work 
clause, and that a workable plan satisfactory to all could be devised. 

The Bureau of the Budget also favors a general plan of integration, 
without specifying a particular method of accomplishing that goal, 
and feels that the Railroad Retirement System structure should be 
adjusted to the Nation-wide program of social security for simplicity 
of administration, elimination of duplicate benefits, and inequities 
to shifting or short-term railroad employees, and financial advantages 
to the Railroad Retirement System. With respect to the financial 
effects, the Bureau stated : 

The Bureau itself did not take into account the effect of the 1951 amendments 
to the Railroad Retirement Act so that its discussion of the possible savings fron 
its proposed complete coordination with the social security system did not con 
sider the savings already achieved by such amendments. 

The Railroad Retirement Board is of the opinion that, through 
the 1946 and especially the 1951 amendments to the Railroad Retire- 
ment Act, the two systems are coordinated to secure all the signifi- 
cant advantages that can be achieved by integration. They fee! 
that a continuity of minimum protection for workers under both 
systems is provided, the majority of dual benefits are eliminated, all 
financial advantages to be gained from integration are obtained from 
the present financial interchange provisions, and that integration 
would only complicate the administration of the system. An indepen. 
dent railroad retirement system cooperating closely with railroad 
employers and employees is regarded by the Board to be of importance, 
and in no way in conflict with the goals or nature of the general Social 
Security System. 

The Railway Labor Executives Association strongly opposes inte- 
gration, first on grounds that such a move could not accomplish 
anything not already feasible under the present act or simple amend- 
ments thereto; and secondly, that such integration would only impair 
the valuable position of independence, advantages in benefit and eli- 
gibility structure, and administrative efficiency now enjoyed under the 
present system. 

The questionnaire was also answered by the Grand Association of 
Veteran Railway Employees, Inc., Jacksonville Chapter No. 1, of 
Jacksonville, Fla., who opposed further integration of railroad re- 
tirement with social security, stating specifically that a person em- 
ployed by both systems who receives entitlement under both systems 
should not have either reduced. The Railroad Employees Pension 
Association also stated that railroad-retirement problems should be 
“separate and apart from social security in any degree” and that 
the Railroad Retirement System should not be merged with the Social 
Security Act in any manner whatsoever. The National Railroad Pen- 
sion Forum, Inc., of Chicago, II1., on the other hand, favored integra- 
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tion of railroad retirement and social-security systems, indicating the 
opinion of that organization that such integration would improve 
the financial situation of the Railroad Retirement System as a sup- 
plementary to the social-security base while retaining its independence. 
The committee also received a reply from Railroad Pension Con- 
ference, of New Haven, Conn., which did not answer in detail the 
questions contained in the questionnaire, but stated the respondent’s 
general position favoring an investigation of the possibilities of such 
integration, and the belief that the outcome of such an investigation 
should reveal higher benefits. Neither the National Railroad Pension 
Forum nor the Railroad Pension Conference spelled out how financial 
advantages might be achieved by integration. 


Il. EXPERIENCE OF OTHER INDUSTRIES WITH INTEGRATED PLANS 


The experience of other American industries who have integrated 
their retirement plans with the general old-age and survivors insur- 
ance system should be explored. The experience of private industry 
plans which have been designed to supplement the protection afforded 
by old-age and survivors’ insurance indicates that integration would 
be possible, but that certain unpopular features of the broader system, 
such as the $75 work clause, would most likely have to be embraced. 

In reviewing the experience of private industry retirement systems 
which have been integrated with social security, we should bear in 
mind the main difference between such systems and those federally 
administered systems, such as that of the railroads. This difference is 
one of stability. Private systems are often more subject to the for- 
tunes of an individual company, while the Federal system is backed 
by the National Government. The limitations of a special staff system 
of a private company can be balanced by the strength of an underlying 
' program, while the inadequacies of the basic social-insurance program 
/ would be supplemented by additional benefits to meet the special needs 


> of that group.’ 


Table 1 shows illustrative monthly benefits paid under various pri- 


+ vate and public plans for men retired at age 65 with 30 years of service. 
» Benefits paid under pension plans plus old-age and survivors’ insur- 
> ance benefits under an integrated system are consistently high enough 


to indicate that integration has not impaired the existence or quality 
of their plan.’ 

In comparing the other industries’ supplemental plans as integrated 
with the social security system with possible integration of the rail- 


}road retirement system and the social security system one important 
‘ factor should not be overlooked. Other industries, by and large, had 


/ho pension systems whatever before the Social Security Act was 


' ‘Ball, Old-Age Retirement, Issue and Outlook, in McDonald (ed.) Current Issues in 
» Social Security ; Pogge, A Report on Old-Age and Survivors Insurance, 15 Social Security 
) Bulletin 3 (Joasery 1952). 

etailed analysis of several alternative methods of integrating private plans 
1 with social security, see p. 44, Van Eenam, Analysis of Recent Group Annuities Supplement- 
ving Retirement Benefits Under Old-Age and Survivors Insurance, p. 44 (Social Security 
) \dministration Actuarial Study No. 25, 1948). 
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enacted, and when they found the social security benefits inadequate, 
they were in no position to eliminate the social security system and 
start anew. In order to get higher benefits, the only logical possibility 
was to provide benefits in addition to the social security amounts, 
This was not true in the railroad industry. The railroad workers had 
their own pension system long before the Social Security Act was 
adopted; a further factor which should be considered before direct 
comparisons can be made. 

The railroad retirement system is not the only special pension plan 
in the United States which is publicly sponsored and yet unintegrated 
with old-age and survivors’ insurance. The same is true of the civil 
service, special retirement systems for State and local employees, and 
military and veterans’ retirement programs. It should be noted, how- 
ever, that the railroad system is coordinated with social security to a 
greater degree than any of the aforementioned publicly administered 
plans. 

TarLe 1.—I/llustrative monthly benefits under various plans 


MEN WITH $250 AVERAGE MONTHLY WAGE 














Retired at age 65, 30 years of service 
Pri. ota Pe? ee? ee 
No eligible wife | With wife eligible 
Plan ore ip Beivediiial 7 
Percent Percent 
Amount | ofaver- | Amount of aver- 
age wage age wage 
Old-age and survivors insurance...............-.----- 77. 50 31.0 | $116.30 4f 
Nonintegrated Federal plans: 
Railroad retirement , hid ns ia Aline neta 144. 90 58.0 184. 90 74.0 
Civil-service retirement - - iéhetnet ps Daltubwe dates 137. 50 55.0 137. 50 55.0 
Integrated private plans: 
Aluminum Co. of America. ...............-...-.-- 7 100. 00 40.0 138. 80 55.5 
Amalgamated Clothing Workers_-.......--.-.-.--- ! Pes 127. 50 51.0 166. 30 66.5 
American Telephone & Telegraph Co- ‘ Ee" 113. 75 45.5 152. 55 
Bethlehem Steel ‘ 100. 00 40.0 138. 80 55. § 
Cloak and suit industry (ILCWU).---- bistiaks ee 142. 50 57.0 181.30 | 72.5 
Coal-mining industry (U MWA)... a ; aA 177. 50 71.0 216.30 86.5 
Consolidated Edison “ i 165. 00 66.0 203. 80 | 81.5 
du Pont . . minded <hue 127. 50 51.0 166.30 | 68. 5 
Fastman Kodak -.. RE PRES cada 152. 50 61.0 191.30 76.5 
Electrical contracting industry (IBEW) -...........--..-- 127. 50 51.0 166. 30 66.5 
Ford 4 nek at dpaeinns Aeaiietines : 125. 00 50.0 163. 80 65.5 
General Electric... 137. 50 55.0 176. 30 | 70.5 
General Motors-- 122. 50 49.0 161. 30 64.5 
PaMiba WN BOGON 32k. osc... scotland lockoest bares) Oe 40.0 | 138.80 | 55.5 








MEN WITH $009 AVERAGE MONTHLY WAGE 





| 
Old-age and survivors insurance... .-..-. disc diniiehdbutiats Lesncebauts $85. 00 28.3 | $127.50 42.5 
Nonintegrated Federal plans: | 
Railroad retirement. ____....-- tb Ada dbvhdtndetata dietetics 165. 60 66. 2 205. 60 68 
I ici ctinccimanapindiehdpaubépeden 152. 50 50.8 152. 50 8 
Integrated private plans: 
ieee Covet BeOS x. nn occ cnc te cectct coed. ices 106. 20 35.4 49) 
Amalgamated Clothing Workers. -....................-.-- 130. 00 43.3 08 
American Telephone & Telegraph Co__.......-.-.-..----- 132. 50 44.2 8 
Bethlehem Steel hth hited ih pilin naa egilt tindlads eae 100. 00 33.3 47 
Cloak and suit industry (ILCWU).........-.-----.-- 150. 00 50.0 64.2 
Coal-mining industry (U MWA)-.-.---...--..---- de 185. 00 | 61.7 73.8 
Consolidated Edison .. 198.00 | 66.0 | : 
du Pont penn dewmrsepenisannetbelnasbawsianefanerseeaht : ic Oe T 48.0 | 62.2 
Eastman Kodak i aicaatas aaa aaah 190.00 | 63.3 | 
Electrical contracting industry (IBEW) - -. sake te a 135. 00 | 45.0 : 
Ford... ane Sicctihiin ental bia den hae ae ean 125. 00 41.7 3 
General Electric. - Ls maanhealenemehkumseteie aisle aiecnace ks Tee 52.5 66 
General Motors Sl la de 130. 00 43.3 
3 





emis SUNN -----| 100.00 33. 


Source: Social Security Administration, 1952. Figures based on latest data available 
a time table was prepared. Changes may have been made in various plans since that 
me. 
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The existence of special systems poses a number of problems in con- 
nection with benefit rights, dual coverage, gaps in protection, excessive 
drains on funds, inequities, and similar problems. Kulp listed five 
— areas of lack of coordination in German and British social 

surance: (a) duplication of organizations; (6) failure of super- 
visory or administrative bodies to collaborate on common or related 
tasks; (¢) similar administrative or supervisory areas where separate 
bodies were performing broadly similar or supplemental functions; 
(/) inequalities in treatment between insured persons in substantially 
the same positions * * *, and (e) conspicuous gaps in the social- 
insurance program and conspicuous failures to attack admitted 
prob lems.’ 

It is apparent that many of the problems listed by Kulp are solved 
by the present methods of coordination between the Railroad Retire- 
ment and Social Security Systems which have already been described. 

To know whether any problems remain the Congress enacted 
the resolution authorizing the work of this committee, stating that 
the committee should consider any changes that should be made in 
the existing relationships between the two systems by (1) strengthen- 
ing the financial base for benefits to be provided under one system 
without impairing the financial base underlying benefits provided 
under the other system, (2) eliminating inequities and anomalies as 
regards benefits to workers whose earnings are included in whole or 
in part under either system, and (3) w vith a view to simplifying 
administration. 

The committee will now consider these fundamental problems and 
their scope in the specific frame of reference of the Railroad Retire- 
ment System. 


III. WOULD INTEGRATION ERING FINANCIAL ADVANTAGES TO THE RAILROAD 
RETIREMENT SYSTEM ? 


Fantastic claims as to the financial advantages of integrating the 
two systems have been made by at least one pension organization 
which supports such integration. It might be noted that at least part 
of this error is probably due to reliance upon statements made by pro- 
ponents of integration before the 1951 amendments, which, as already 
mentioned, coordinated the finances of the two systems. Certainly, 
if by integration, the financial base for benefits to be provided under 
one system might thereby be strengthened without eo “the 
financial base underly ing benefits provided under the other system,” 
it age receive primary consideration from the parties involved. 

It should be stated at the outset that the most important step toward 
financial integration was achieved in the 1951 amendmens by means of 
he financial inter change provision, which has been described and 
analyzed. The Social Secur ity Administration describes this as “com- 
plete financial coordination” and states that they “do not believe that 
there would be any equitable way to extend or modify the financial 
coordination of the two programs to gain a financial advantage to the 
railroad retirement program. 

Under the financial reimbursement provision, the railroad fund is 
credited or charged with the amount that its separate existence has 





*Kulp, Social Insurance Coordination, 1988: Litigation Problems Under the Social 
Security Act, 16 Indiana Law Journal 511, 1941: Merriam, Benefit Rights Under Multiple 
Social Insurance and Public Retirement Systems, 6 Social Se curity Bulletin 4 (May 1943). 
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saved or cost the OASI fund—in effect, OASI pays the Railroad Re- 
tirement Account the amount of benefits due rail workers by virtue of 
railroad service, had it been covered, in exchange for railroad retire- 
ment paying the OASIT fund the amount of taxes which such workers 
would have paid. This is equivalent to purchasing social-security 
benefits for railroad workers as a whole, rather than each worker indi- 
vidually, by paying to the social-security fund an amount equal to 
the taxes which would have been paid by such workers and their em- 
ployers under social security, had railroad service been covered, and 
receiving from that fund an amount equivalent to the benefits which 
the Social Security System would have paid to such workers. An inte- 
grated system would not change this, in effect. Thus the basic savings 
which would be gained from “social- -security coverage are now auto- 
matically res lized by the Railroad Retirement System as a whole, in- 
stead of on an individual basis by the individual workers in it, whose 
gain comes from the additional benefits made possible by these in- 
creased revenues being available to the Railroad Retirement System. 

The enactment of this provision in 1951 effectively destroyed many 
of the most important arguments in favor of integration. Previously, 
both systems were losing without proper financial coordination. The 
Old-Age and Survivors ‘Insurance System was paying benefits to for- 
mer railroad workers who qualified with very fitile service and with 
very little contribution to the trust fund in relation to benefits drawn 
by them. For all practical purposes, all such persons now pay contri- 
butions on all the wages they earn, and although their benefits are 
increased as a result, they are increased at the lower rate of the formula 
with comparatively more contributions, resulting in an increase in the 
income of the social-security fund. At the same time, the Railroad 
Retirement System was losing the financial advantages which the 
Social Security System, on a different financial basis with a lower tax, 
had to offer. All such advantages, as discussed in the early Latimer- 
Winant exchange of letters and the letter of the Federal Coordinator 
of Transportation in chapter 9, are now achieved. 

This does not dispose, however, of all claims of financial advantages 
resulting from integration. The most important of such claims are 
as follows: 

First; There is no real significance to sw eeping comparisons of the 
Railroad Retirement and the Social Sec ‘urity Systems, which purport 
to show that either because social security is “more nearly on a pay-as- 
you-go basis” or for some other reason, increases in benefits for a 

“more nearly 1-to-1 relationship between benefits and the taxes” will be 
peng Of course, such a favorable comparison might be made 
oth on the basis of taxes and benefits paid under the two sys- 
tems, and on the taxes and benefits which would have been paid had 
railroad workers been covered under the Social Security System. 
However, the law provides for eventual social-security taxes more 
than twice as high as the present rate, while railroad retirement is 
already charging the maximum rate. Any apparent excess income 
shown in the present year cannot be used for financing permanent 
long-term benefit increases. Thus, the relatively lower social-secur ity 
contributions in the early years cannot be used as a justification for 
maintaining that integration would bring similar financial advantages, 
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since the railroad retirement is already charging the maximum rate on 
a more nearly level premium basis. The existing schedule of social- 
curity taxes would have to be assumed in actu: arial calculations for 
a " supplementary railroad-retirement plan just as for the present 
system since the possibility that such taxes may be frozen at a level 
Jower than scheduled by law cannot be conside red in actu: rial calcula- 
tions for either system because of the reimbursement provision. Any 
favorable ratio of benefits per dollar of tax is automatically obtained 
by the railroad system through the reimbursement arrangement. 
Moreover, in any self-supporting system, as both the Railroad Re- 
tirement and Social Security Systems purport and are intended to be, 
the value of the benefits and the value of the taxes must over the life 
of the system balance each other; that is, for all beneficiaries and over 
the long run, benefits equal taxes. To the extent to which certain 
categories of beneficiaries may for a certain period get relatively more 
in benefits per taxes paid from one system than the other, or within 
each system, as in the case of current beneficiaries, other categories 
will get relatively less 
F inally, as pointed out by the statement filed by the Railroad Re- 
tirement Board in answer to the committee’s questionnaire, compari: 
sons between taxes and benefits of the two systems are misleadin 
because they overlook, in addition to the points already cana 
the fact that such averages do not reflect the large sums of money pay- 
able to disabled employees, retired employees working in social- 
security employment, and survivors, pensioners, early annuitants, and 
others who would not have qualified at all for social-security benefits. 
Second; Attention is called to the much broader base of coverage 
which is enjoyed by the Old-Age and Survivors Insurance System. 
The number of employees cov ered under the social sec urity system is 
increasing while the number covered under the Railroad Retirement 
Act is not. The cost of the unfunded liability under each system is 
spread over the future. Consequently, the social security system has a 
relatively larger proportion of future employees over whom to spread 
the present unfunded liability than has the railroad retirement system. 
It must be realized, of course, that broad coverage alone cannot result 
in increased revenues by resulting, as has been alleged, in benefits 
totaling a smaller percentage of payroll. Extension of old-age and 
survivors insurance coverage results in a reduction of costs relative to 
payroll not because of any magic of averaging over large numbers, 
but simply because of the broader application of the work clause and 
the effect of applying a weighted benefit formula to a greater pro- 
portion of an individual’s earnings. The social-security work clause 
for OASI annuitants already applies to railroad employment by virtue 
of the 1951 amendments. The effect of applying a weighted benefit 
formula to a greater proportion of an individual’s earnings should no 
longer be of importance since the enactment of the financial reimburse- 
ment provisions between the two systems. Thus the Railroad Retire- 
ment System automatically gets whatever advantages, in terms of 
increased revenue, such broad cov erage would bring to the reimburse- 
ment plan, since for purposes of social-sec urity cost, railroad employ- 
ment is now covered under the Social Security Act. 
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However, through such broad coverage, it is alleged, integration 
may add financial strength which the reimbursement provisions do not 
provide for; that is to say, the security of railroad workers would rest 
not only on one industry but on the entire basic economy of the United 
States. The broader the base, the greater the strength and diversifica. 
tion, and the less the dependency upon a single industry. The Budget 
Bureau, and Murray Latimer, have stressed this point and Kulp indi- 
cated that it was one of the chief arguments in favor of closer coordi- 
nation. The importance of this particular point, of course, would also 
seem to have been removed by the reimbursement provision. 

Third: A point has frequently been raised in the past that the Rail. 
road Retirement System would be at a disadvantage financially should 
the Old-Age and Survivors Insurance System ultimately be granted 
a subsidy from general tax revenues. Both the Railroad Retirenent 
Board and employee groups have stated they wish to share in an 
such subsidy. Here again, such sharing would occur as a result of 
the financial reimbursement provisions in the 1951 amendments. 

Fourth: It has been pointed out that a plan of integration would 
normally, but not necessarily, provide that a social-security type 
“work clause” or retirement test be applied to railroad annuitants, 
at least for purposes of the basic social-security benefit. There is no 
question that the application of such a clause to individuals receiving 
retirement annuities under the railroad retirement program would 
be an important source of savings to the Railroad Retirement System. 
Such a work clause, its purpose, background, and effect have already 
been described in chapter 6 of this report, along with an indication 
of the financial savings it would bring. However, such a question 
needs to be considered on its own merits. It is apparent that inte- 
gration of the two systems is not necessary to achieve a uniform work 
clause for all beneficiaries and that this can be accomplished within 
the framework of the present Railroad Retirement Act, if desirable. 
Thus, it is not correct to list this as an advantage of an integrated sys- 
tem over the present method of coordination. On the contrary, it may 
be a distinct disadvantage. 

Fifth: Finally, it is urged, an integrated system of railroad retire- 
ment with old-age and survivors insurance would eliminate all ex- 
cessive payments arising from dual benefits presently being paid by 
the two systems. This would bring decreased disbursements to the 
Railroad Retirement System, and thus make such funds available for 
increased benefits, which is not achieved under the present method 
of coordination. Dual benefits are presently eliminated for survivors. 
for railroad employees with respect to benefits paid on the basis of 
service prior to 1937, for those with less than 10 years of railroad 
service, and, to a certain extent, for spouse’s benefits. With respect 
to service after 1937, however, the railroad retirement annuitants who 
obtain the sufficient number of years of social-security coverage are 
able to draw benefits from both systems far in excess of their total 
benefit had service under the two been combined in an integrated sys- 
tem. Thus savings could be realized to the Railroad Retirement Sys- 
tem by eliminating payment of excessive retirement benefits in such 
cases, although the number of such instances is, at present, compar- 
atively small. The Railroad Retirement Board states in its answers 
to the committee’s questionnaire that dual benefits could be completely 
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eliminated without integration within the present framework of the 
Railroad Retirement System by removing the pre-1937 limitation. 

The cases in which dual benefits are permitted—where an employee 
has had little or no railroad service before 1937 but can still qualify 
for retirement benefits under both systems—are relatively uncommon 
at the present time and will remain so for several years. Since dual 
benefits represent the major problem arising out of employment shift- 
ing between the two systems, more adequate attention will be given to 
this broader issue. 


IV. WOULD INTEGRATION MORE EFFECTIVELY MEET PROBLEMS OF SHIFTING 
EMPLOYMENT? 


Deqree to which present coordinating features solve the problem 


With respect to survivor benefits, the 1946 amendments eliminated 
all problems of shifting employment by a provision for combining 
credits earned under both systems. ‘The transfer of railroad workers 
who die or retire with less than 10 years of service, accomplished with 
the enactment of the 1951 amendments, also eliminated such problems 
for about three-quarters of all persons with railroad service—the so- 
called casual railroad workers. With respect to survivor benefits and 
with respect to retirement benefits based on 10 to 14 years of service, 
railroad workers have the shifting-employment problem solved by 
the social security minimum provision in the Railroad Retirement Act 
which guarantees the employee that his railroad benefit will be at 
least as much as he would have received under social security, if his 
railroad service had been counted as social security service and com- 
bined with any other social security service he might have. 

These coordinating features meet the problem of shifting employ- 
ment for the vast majority of persons with railroad service, although 
they are taxed at a higher rate while working in the railroad industry. 
However, the disadvantage of the higher tax rate is offset by the added 
disability protection for those with 10 or more years of service and 
by a guaranty to all railroad workers that total benefits paid to an 
individual with any railroad service must be at least as much as he 
had paid in taxes to the Railroad Retirement Account plus an amount 
in lieu of interest. There is no such guaranty in the social security 
system. 

Dual benefits paid on the basis of service prior to 1937 are eliminated 
under the 1951 amendments. However, dual benefits are still possible 
for service after 1937. 


Extent to which problems of shifting employment remain 


As we have already seen in chapter 9, there is some shifting of 
employment between the railroad industry and employment covered 
by social security. We have also seen that the greatest problems 
arising from this shifting employment have been met by the coordi- 
nating features of the 1951 amendments. 

Table 2 shows employees with service in 1949 but not in 1950, by 
number of years of service after 1936 in which service was performed 
and by age. It will be noted that a substantial number of those with 
some service in 10 or more years who (if they have 120 months or 
more) are now taken care of under the provisions of the coordination 
between the two systems, had left the railroad service but were never- 
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theless at an age young enough to enable them to secure employment 
elsewhere. On the other hand, table 3 showing employees with service 
in 1950 but not in 1949, by age, indicates that a substantial proportion 
did not enter railroad-retirement-covered employment until at an age 
late enough when they would already have had opportunity to obtain 
sufficient years and other employment to qualify for social-security 
benefits. Table 4 indicates that the bulk of railroad employees with 
service in 1950 were in age groups in which subsequent employment 
after 10 or more years of railroad employment would be a distinct 
possibility. T able 5 indicates that nearly 40 percent of the employees 

in 1950 had completed more than 10 years of service, and were thus 
unaffected by the provision of transfer to the social security program 

As has been previously pointed out, only those employees with 
service prior to 1937 are affected by the —— provisions reducing 
dual benefits in retirement annuities. Table 6 indicates that approxi- 
mately 60 percent of the employees in railroad service in 1950 who were 
alive and not retired December 31 of that year were not in that cate- 
gory but had entered in the year 1939 or I: ater. Employees who did not 
enter railroad service until after 1937 with 10 or more years of service 
after 1936 constituted a substantial number in 1949, as shown by table 
7. On retiring at age 65, the average railroad employee has 
years’ life expectancy during which time he may secure additional 
social security coverage, as shown in table 8. 

A substantial number of employees who work in the railroad in- 
dustry and attain insured status under the railroad retirement system 
are also likely to spend a substantial proportion of their working life 
outside such employment. Since the coverage of the OASI system 
now extends to around 80 percent of the civilian labor force, there is a 
high probability that these individuals will engage in employment 
covered by the OASI system and also attain insured status under it. 
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TasLe 35.—Employees with service in 1950 but not in 1949, by age 





| | 
| Total New entrants | Reentrant 
Ace 1 birt iy in 1950 | } —— acne” 2 
Zz | ‘ 
| Number | Percent Number | Percent | Num ber } 
| 
rotal 372, 500 | 100.0 234, 900 100. 0 137, 600 
Under 20 45, 100 121] 44,10) 18.8 | 1, 000 
20 to 24 110, 800 29.8 77, 800 33.1 | 33, 000 
25 to 29 71, 300 19.2 41, 300 17.6 | 30, 000 
20 to 34 16, 300 12.4 24, 200 10.3 | 22, 100 
35 to 39 34.900 94 18, 400 7.8 | 16, 500 
40 to 44 26, 100 7.0 13. 700 5.8 12, 400 
45 to 49 17, 700 4.8 7, 800 3.3 9, 900 
50 to 54 10, 100 2.7 3, GOO 1.6} 6, 200 
55 to 5G 5.800 1.6 2, 100 gy 3, 700 
60 to 64 2 AO 7 yoo 4 | 1, 600 
a5 lover 1. 500 4 AOD “at 1, 000 
Unknown 400 200 Sa 200 
Norge.— Dsta based on 4-percent semple. Detail mey not add to totels shown becsuse of rour 
TABLE 4.—Employees with service in 1950, by age 
{In thousands} 
: | ae ae BREST ae ee 
Age in 1950 Number | Percent | Ace in 1950 Number Pe 
Total 2,034 100.0 || 45 to 49......-.-.....- Lt 222 
- - — || 50 to 54 - | 212 
Under 20 57 2.8 || 55 to 59. bi J 192 
20 to 24 236 11.6 || 60 to 64. . i 154 
25 to 29 237 11.7 |, 65 to 69 os es 72 
30 to 34 221 10.9 70 ORG OVE... ...ccn. ‘ 
35 to 39 ; 205 10.1 ct ommdnnacnctiog 
40 to 44 205 10. 1 


Note.—Data based on 4-percent sample 
TABLE 5.—Emplovyees in service in 1950 who were alive and not retired on Dec. 31, 
1950, by completed years of service 


[In thousands] 


Completed years of service Number | Percent Completed years of service Number Percent 
Total . : 2, 007 100.0 ae Aare en es eee a 91 45 
——— - Renee 85 = Sd sich ieh ah ebatncecel 54 2.7 
Less than 1 pomets 369 18.4 re BadtdtateGutinila adhe dots 130 6.5 
1 — 127 6.3 RII oc ncn mae eh eieientne ts my 2 
2 a 102 5.1 Se anadne wetierh eatin nema d 115 5.7 
3 ‘ _ 93 4.6 SNES une: nbersernideliddhadadnabat whabeait bd 148 7.4 
4_. ictineetined phen 91 4.5 || 30toH....... —ninititeedinets ‘ 144 7.2 
5 cinaitpenrnenn tcenns | 114 Se. Ar ee crruncennndittpinnhtabsatioal 7 3.8 
6 Kecktanenme anions 107 BP iy PO Gt eine necenicnavidaccees 83 41 
7 wwuwedtian o-e-0-| 99 4.9 | 


Note.— Data based on 4-percent sample. 


TABLE 6.—Employees in service in 1950 who were alive and not retired on Dec. 31, 
1950, by year of entry 


[In thousands] 














Year of entry Number | Percent | Year of entry Number —_ 

ticnns ibnignmesstinn 2, 007 100.0 198 9.9 

ee —_ 260 13 0 

1980... stash celiac 235 11.7 250} 125 

acs nis a sla riaia aca ean dndal 71 3.5 91 4.9 

1944 48___ ‘ iceman : 431 Fee Ct | Sees 4 2 
1939-43. . - pide aestide areata 468 23.3 








Nore.—Data based on 4-percent sample, 
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Y t = 
] kb 4. 


by number of years in which service was performed 


Year of entry Total 


2, 033, 600 
808, 500 
21, 000 


prior 


eel 36, 900 | 


Se ded 42, 100 | 


che 109, 700 
ares 155, 100 


126, 100 | 


Z 
| 


92. 500 
400 
75, 300 
80, 900 
84, 600 
70, 500 
234, 900 





Number of years 


N 


al natant 109, 900 


4, 500 

. Seaea 800 
4 neaiakoas’ ‘i 1, 300 
f 4 2, 800 
i 11, 300 
i‘ 18, 000 
13, 700 
57, 700 














Number of y 


234,900 | 1 


234, 900 


y 

800 122, 900 

200 | &, 600 
100 1, 300 | 

400 | 4, 100 

} 6, 200 

> 400 

» 300 


ears (& 


19, 700 

300 | 
300 

300 | 
1, 100 
2, 200 
4, 200 
4, 600 
4, 800 
7, 000 
5, 800 
7, 800 
10, 900 


70, 50K 


10 


75, 500 


} 14,700 
2, 400 

500 
5, 000 
47, 900 


| 
| 
| 
| 
| 


fter 1936) in 


16, 


1 Does not necessarily mean 12 months of service in abs year wots. 


N 


ITE. 


Detail may not add to totals because of rounding. 


for whom retroactive wage reports were received in 1951. 


~ ol, 


Percent 
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— 


_ 
-rmaeo 





400 


Ww 


¢ 





InID ON Ons 


Sery it 


| 
12 | 


| 


1,900 | 


Based on a 4-percent sample. 


-Railroad employees in 1950, by year of entry into railroad service and 


e was performed ! 
) 6 

¥7, 800 108, 000 
2. 300 3. 600 
1, 000 1, 100 
1, 200 | 1, 400 
1, 6 1, 500 
4, 000 5. 500 
6, 700 11, 20 
7, 900 10, 700 
8, 109 9, 220 
9, 300 63, 700 
55, 500] _...... f 





(after 1936) in which service was performed ! 


13 14 
41, 300 670, 800 
37,200 | 670, 800 

4, 100 


Data do not include about 4,000 employees 
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TarLe 8.—Life expectancies of railroad employees as derived from the mortalii 
tables used in the fourth actuarial valuation of the Railroad Retirey >); 


System 
{Average future lifetime in years] 


Annuitants 


at Active 
ARC employees i aattltias Total and s 
— permanent Occult 
: disability “ee 
35 36. 09 18. 94 
40 31.70 17.01 & 9] 
45 27. 44 | 14. 51 +4 
50 ee Inna 12.16 8] 
55 19. 60 |.. . 10. 86 11.9 
60. 16. 12 9.81 7 
61 15. 47 9. 59 é 
62 14. 83 9. 41 ), RF 
638 14. 20 9.17 ) BR 
64 13. 59 8. 94 2) 
65 13. 00 
66 12. 42 
67 11. 86 
6S 11.32 
69 10. 80 
70 10, 29 
7 9.79 
7 9.31 
7: 8. 84 
7 &. 39 
75 7. 96 
76 7. 54 
77 | 7.14 
78 6.75 
79 6.38 
80 6. 02 a 
81 5. 69 % 
&2 Set. a Bs 
&3 corr”: SD be 
&4 aici —_—o > 0 0 | RD Bwecks 





! Exact age for active employees and nondisability annuitants: age last birthday at retirement for disa- 
bility annuitants. 


Inequities ; loss of credits and dual benefits 

The inequities which are asserted to result from shifting employ- 
ment between the two separate retirement systems, and from the pres- 
ent method of solving this problem by transferring railroad employees 
with less than 10 years of service to the Social Security System, are 
difficult to outline in an overall fashion. In trying to make compari- 
sons, qualifications constantly must be made. For example, railroad 
employees are given a guaranty that they and their survivors 
will get back in benefits at least as much as they have contributed—the 
residual lump sum—a guaranty not given by OASI. Even this quali- 
fication must be qualified, since total benefits under either system are 
usually greatly in excess of contributions. Moreover, the two sys- 
tems differ with respect to the effects of length and continuity of 
service. Tax rates are fixed for railroad retirement, whereas the rates 
for OASI will not reach their maximum until 1970. 

The discussion of particular instances of different treatment of 
retired individuals, which appears below, is. somewhat lengthy and 
detailed. Similar examples of different treatment accorded to retired 


individuals by the social security system and also by the railroad retire- 
ment system, could be outlined in just as detailed and lengthy fashion. 
In drafting the coordinating features of the 1951 amendments, efforts 
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were made to provide treatment as similar as possible for all individ- 
uals, and the material appearing below represents a compilation of 
rare and particular circumstances of different treatment which is a 
small residuum of the overall affects of these coordinating features. 

Still, some general comparisons can be made which indicate the 
possibility of inequitable situat ions. Assuming equal wages and other 
factors, some of these more obvious examples are as follows: 

(1) A has less than 10 years of railroad-retirement service, which is 
thus combined with his social-security-covered service in determining 
his social-security benefit, a benefit which he may already have earned 
anyway. B has the same number of years in social-security-covered 
employment and no years in railroad employment. A and B both 
receiveghe same benefits, although A had paid out more in taxes. 

(2) C has from 10 to 14 years of railroad service and insufficient 
vears of a under social security to qualify for OASI bene- 
fits. D has sufficient years in social security to qualify, with the same 
amount of total service, but less than 10 years of railroad service. C 
receives the social-security minimum equal to the amount received by 
D, despite the higher taxes which C paid. : 

(3) E has insufficient years of social-security coverage to qualify 
under that act, but more than 15 years in railroad service; while F 
has just enough years to qualify under social security and slightly 
fewer years in railroad service. Although their total service is ap- 
proximately equal, E receives a railroad retirement benefit less than 
the total of the two benefits received by F, and nothing for the social- 
security taxes which he has paid. 

(4) G has several years of social-security service prior to 1950, fol- 
lowed by over 10 years of railroad service, followed by several more 
years of social-security service ; while H has the same number of years, 
also before 1950, and social-security service but in a continual pattern, 
and the same number of years in railroad service. Both will receive 
the same railroad benefit, but G’s social-security benefit is less than H’s 
since, for purposes of calculating his social-security benefit, his earn- 
ings in railroad service are averaged in at zero. 

(5) [has 3 or slightly more years of social-security service and 10 
or slightly more years of railroad service since 1937; while J has 
exactly the same number of years of service but all with the railroads. 
I gets higher benefits from two sources than J, if he is old enough so 
that his few years of social security qualify him for old-age and sur- 
vivors insurance benefits, although J paid more in taxes. 

(6) K, with 5 years of railroad service before 1937 and 4 years after, 
is transferred to social security where his benefit is based upon those 
4 years; L serves 1 more year in railroad employment he: receives 
the benefit of the Railroad Retirement Act and his annuity is based 
upon the full 10 years, which may or may not be to his advantage. 

All these examples are considered retrospectively. Other em- 
ployees during the same period, of course, completed more than 10 
years of railroad service and thus earned valuable rights. 

The committee requested the Social Security Administration to 
furnish material on the effects of shifting employment. This was 


33494—53—pt. 1——-47 
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done by dividing all cases of shifting employment into six categories, 
discussed as follows: 


(1) COMPARISON OF CASES IN WHICH BENEFITS ARE PAYABLE UNDER OLD-AGE A\p 
SURVIVORS INSURANCE ON THE BASIS OF COMBINED RAILROAD AND NON-RATI 
EMPLOYMENT AND CASES IN WHICH THE OLD-AGE AND SURVIVORS INSURANCE | 
FITS ARE BASED ENTIRELY ON NONRAILROAD EMPLOYMENT 


’ 


The “average monthly wage” upon which social security benefits are based js 
the average computed over the period from January 1, 1951, until the worker's 
death or retirement. Thus, the worker's “average monthly wage” is lowered by 
any time out of covered employment during the period over which the average 
is based. 

Railroad compensation transferred to old-age and survivors insurance counts 
toward benefits on exactly the same basis as wages earned in old-age and sur 
vivors insurance employment. Thus the benefit amounts are payable regard. 
less of how much of the worker’s combined earnings were in railroad employ. 
ment and how much, if any, were in old-age and survivors insurance emp|oy- 
ment. However, because of the higher tax rates of the railroad program, the 
amounts of the taxes paid will of course vary considerably depending upon the 
worker’s employment pattern under the two programs. . 

That is, if two workers have the same amount of employment—the same 
length of service and same salary—and the first worker has worked under both 
programs, but the employment of the second has all been under old-age and 
survivors insurance, the first worker will pay more taxes. The amount of these 
additional taxes will depend upon the length of time spent in railroad service, 
and the salary level. Table 9 gives the tax schedules of the two programs, 
and the amounts of the additional taxes paid by workers who receive benctits 
under old-age and survivors insurance but who have had some railroad employ- 
ment. As noted, the worker will receive the same benefits under old-age and 
survivors insurance as if he had worked in nonrailroad employment rather than 
in railroad employment. 

It must be remembered, in connection with this type of case, that the railroad 
retirement program guarantees the payment of total benefits equal to the em- 
ployee’s contributions, plus an allowance for interest. In the case of survivor 
benefits payable under old-age and survivors insurance, all of the old-age and 
survivors insurance benefit, including the part based on nonrailroad employ- 
ment, is counted toward satisfying this “residual payment” guaranty. In the 
case of retirement benefits payable under old-age and survivors insurance, only 
that part actually based on railroad employment is counted in determining the 
amount, if any, of the residual payment. 


TABLE 9.—Old-age and survivors insurance and railroad retirement employee 


tar rates 
Old-age and survivors insurance Railroad retirement 

Period: ia Period: ares _ 
een 2 lah es exe cnck stake dances 2%, 

DNAs axiciaigide caren Dek eda 1% Se ies Ee 3 
I bbe a wawistiinactdebes 2 atc heise hich atelesaciacitbe esis tp 3, 
CN siicidteicnntmadteice 21% aiid dkntiandid neki edces 314 
STE ridndicaiecenneticacilettsilabicicsaseady ili 3 ES RE ae 5% 

1970 and thereafter_______-_ 314 Sint dt eeypinnecuntenie 6 
1952 and thereafter--_____- 64 
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Illustrations of the amount by which railroad-retirement employee taxes 
exceed those payable under old-age survivors insurance, assuming compensation 
of $200 a month,’ and varying numbers of years of railroad service. 

Assuming railroad service starts on January 1, 1937, and is continuous there- 
after: 


Amount by 
which rail- 


Employee Employee | road retire- 


taxes at cld- | ment em- 
: taxes unde 
Years of railroad service = s°* | age and sur- | ployee taxes 
railroad : 
vivorsin- | exceed old- 


surance rate | age and sur- 
vivors insur- 


| 
' 
| 
program 2 
} ance taxes? 








| 
i 
| | 
I SOE biked ohne Landiowtannaniibtiediainie — $66 $24 | $42 
120 | 


5 edbdeawenea sks ahade sidinhiae whdinkns Cpbaswndinnd 342 ) 222 
9 wn nw nner en ene ree sew nen neon ene sanereceneseneeenl 648 216 432 


Assuming railroad service starts on January 1, 1950, and is continuous there- 
after: 


| Amount by 
| which rail- 
Employee road retire- 


Employee 7 
os vm Ss taxes under taxes at old- | ment em- 
Years of railroad service oe age and sur- | ployee taxes 
a vivors in- exceed old- 


am ? 
ta cincam surance rate | age and sur- 


vivors insur- 
ance taxes? 


1 iicthd Aap maka maere mest = mae j $144 | $36 $108 
5 aula Siem rasta ob eve aah eid jconaae fies 738 192 546 
9 pewkhie samme ware mcndafasdghtds tad 1, 338 384 9 


1 Since taxes are a constant percent of taxable earnings, tax amounts for earnings levels different from those 
given in the table would vary in direct proportion to the earnings rate. 

? {he railroad retirement program guarantees the payment of total benefits equal to the employee’s con- 
tributions, plus an allowance for interest. 


NotE.—Railroad compensation credited under old-age and survivors insurance counts toward benefits on 
exactly the same tasis as wages earned in old-age and survivors insurance employment. Therefore the 
benefit amounts shown in the pamphlet on social security payments apply regardless of how much of the 
worker’s employment was in the railroad industry. 
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(2) CASES IN WHICH BENEFITS ARE PAYABLE UNDER OLD-AGE AND SURVIVORS INSUR- 

ANCE ON THE BASIS OF COMBINED RAILROAD AND NONRAILROAD EMPLOYMENT, WITH 
'HE WORKER HAVING SOME RAILROAD EMPLOYMENT BEFORE 1937 WHICH CANNOT 
RE CREDITED UNDER OLD-AGE AND SURVIVORS INSURANCE 


The losses of credits for railroad service before 1937 in cases where railroad 
serviee after 1936 is credited under old-age and survivors insurance are not real 
losses in many instances. There is, of course, no loss at all due to the transfer 
of railroad credits to old-age and survivors insurance in survivor cases, as service 
hefore 19387 is not counted under either program in determining eligibility for 
or the amount of survivor benefits (except in the case of railroad pensioners, 
whose credits are not transferred to old-age and survivors insurance in any 
event). 

In retirement cases there may be actual losses in some cases, to the extent that 
a railroad annuity would be payable based in part on prior service credits if the 
worker had acquired 10 years of railroad service. However, in many cases an 
old-age insurance benefit would be payable, and there would be an adjustment 
in the amount of the railroad benefit. It may be assumed that most workers not 
yet retired who have a total of no more than approximately 10 years of railroad 
employment, some of it before 1937, have shifted to old-age and survivors insur- 
ance enployment. (If they retired before November 1951 their benefit rights 
were protected by a savings clause in the 1951 railroad legislation.) Where an 
old-age and survivors insurance benefit is payable on the basis of nonrailroad 
employment, the part of the railroad retirement annuity based on railroad service 
before 1937 is reduced by the amount of the old-age insurance benefit; accord- 
ingly, the prior service railroad credits, if the worker had acquired 10 years of 
service under the railroad program, would usually result in little if any increase 
in the amount payable under the railroad program. 

Table 10 gives examples of benefits and taxes in cases in which there is just less 
than 10 years of total railroad service, some of it prior service. Comparison is 
made with benefits and taxes in a similar case where there is a total of 10 years 
of railroad service. 


(3) OVER-10-YEAR RAILROAD CASES WHERE THE AMOUNT OF THE RAILROAD ANNUITY 
IS DETERMINED UNDER THE “SOCIAL SECURITY MINIMUM” PROVISIONS 


In retirement cases, the “social security minimum” provisions will seldom, if 
ever, apply if there is old-age and survivors insurance entitlement on the basis 
of nonrailroad wages. This is because the old-age-insurance benefit is sub- 
tracted from the benefit amount computed on combined credits in determining 
the amount of the guaranty. Table 11 shows some short-term railroad cases in 
which the social-security minimum does apply. It is assumed in these cases 
that there is no nonrailroad employment covered under old-age and survivors 
insurance. (If there were some old-age and survivors insurance employment, 
but not enough for insured status, the amount of the “social security minimum” 
would usually be larger.) Table 11 also shows the taxes based on railroad 
employment which would be payable under the tax schedules of the two pro- 
grams. As noted above, the residual payment provisions of the railroad program 
apply where benefits paid are less than the employee’s railroad taxes. 

In survivor cases, the railroad-benefit formula credits nonrailroad old-age and 
survivors insurance wages on the same basis as railroad compensation. The 
“social security minimum” applies in most cases now coming on the rolls, as the 
old-age and survivors insurance formula generally gives higher benefit amounts. 
The railroad formula will give higher benefit amounts in the future to some 
classes of survivors of long-term railroad employees, as it provides a 1-percent 
increment for each year after 1937 in which the worker receives $200 or more 
in railroad or old-age and survivors insurance employment. However, the rail- 
road formula will not usually supply higher benefits until workers will have had 
an opportunity to earn 20 or more increment years. Even where the worker 
had 30 or more years of railroad employment, the “social security minimum” 
will usually apply where one or more children are receiving survivor benefits, 
as old-age and survivors insurance provides higher benefits for children than 
does the railroad program. 

Table 11 gives the same type of benefit and tax figures for survivor benefits as 
for retirement benefits. Again, it must be remembered that the “residual pay- 
ment” provisions of the railroad program may apply if for some reason monthly 
survivor benefits are not payable, or are payable for but a short time. 
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TaBLeE 11.—Effect of “social security minimum” provision upon benefits under 
the Railroad Retirement Act, assuming railroad earnings of $200 per month, 
and no social security coverage’ 





Railroad Amount of Amount | Taxes at 
annuity “social actually Railroad OASI 
formula security paid by taxes rate 

| gives minimum” railroad =| 





10 YEARS OF RAILROAD EMPLOYMENT 


Worker____- eee cote $41. 40 $70. 00 $70. 00 | $1, 176 


Worker and wife..........-_.-.- 62. 10 105. 00 105. 00 1, 176 m6 
Widow and 2 children. -_-......-- 109. 09 140. 10 140. 10 1,176 276 
REI 46. 75 52. 50 52. 50 1,176 276 





15 YEARS OF RAILROAD EMPLOYMENT 








, SE ae iden saline $62. 10 $70. 00 $70. 00 $1, 524 $396 
Worker and wife. _...-- —_ 93.15 105. 00 105. 00 1, 524 396 
Widow and 2 children. - ie 114. 06 140. 10 140. 10 1, 524 396 


NOT sacs es cnn beceGhacnsan 48. 88 52. 50 | 52. 50 1, 524 396 


20 YEARS OF RAILROAD EMPLOYMENT 





NE iiss nt hasedamvenennpsiin $84. 80 $70. 00 $84. 80 $2, 190 $f00 
Worker and wife. _...........- 124. 80 105. 00 124. 80 2.190 600 
Widow and 2 children--.- 119. 00 140. 10 140. 10 2, 190 600 
Aged widow-....-.  dicnukeieie mapa 51.00 52. 50 §2. 50 2, 190 600 


1In 10- and 15-year cases, death or retirement is assumed to occur on January 1, 1952, with continuous 
employment for the 10 or 15 years immediately preceding death or retirement. in 20-year cases, death 
or retirement is assumed to occur on January 1, 1957, with continuous employment since January 1, 1937, 


(4) OVER-10-YEAR CAREER RAILROAD CASES WHERE THE AMOUNT OF THE RAILROAD 
ANNUITY IS ORDINARILY NOT DETERMINED UNDER THE SOCIAL-SECURITY-MINIMUM 
PROVISIONS 


As indicated, the social security minimum does not usually apply to retired 
career railroad workers, and will not ordinarily apply to benefits which will 
become payable to the survivors of workers who will have had 20 or 25 years 
of railroad service after 1937, other than to child’s benefits. 

In cases where the social security minimum does not apply, it may appear 
that social security credits are lost if there is some nonrailroad employment, 
but not enough to provide insured status under old-age and survivors insurance, 
However, no losses of social security credit can occur in survivor cases, as o!d- 
age and survivors insurance wage credits in nonrailroad employment are 
transferred and credited toward benefits under the railroad program. 

There may be a loss of old-age and survivors insurance credits in retirement 
cases where the worker does not have enough old-age and survivors insurance 
employment to be fully insured. However, the insured status requirements 
were greatly liberalized by the 1950 amendments to the Social Security Act. 
At present an individual who has had 1% years of covered employment under 
the program is fully insured for both retirement and survivors benefits. Thus, 
not many losses of wage credits occur at present. The requirements for fully 
insured status in the future are given in the pamphlet on social security payments 
which is enclosed. 

Table 12 shows benefits and taxes in long-term railroad cases in which the 
social security minimum does not usually apply, and in which there is no 
nonrailroad employment. 
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Tante 12.—Cases showing extent to which the “social security minimum” applies 
to career railroad workers, assuming railroad earnings of $200 per month, with 
no social security coverage 


Railroad Amount of Amount Taxes on 


} annuity “social actually Railroad | railroad em- 
| formula security paid by | taxes ployment at 
| gives minimum” | _ railroad’ | OASI tax rate 


25 years of railroad employment ! 


$70.00 | $103. 50 | $2,940 | 
105. 00 | 143. 50 2, 940 | 
140. 10 140. 10 | 2, 940 | 
52. 50 63.13 | 2, 940 | 

' 


30 years of railroad employment ! 


rker = $124. 20 $70.00 | $124. 20 $3, 690 
rker and wife 164. 20 105. 00 164. 20 3, 690 
v and 2 children __- 128. 91 140. 10 140.10 3, 690 
55. 25 52. 50 55. 25 | 3,690 





35 years of railroad employment ! 





rker $144. 90 $70.00 $144. 90 $4, 440 
184. 90 105. 00 184. 90 4, 440 
133. 88 140.10 | 140. 10 4, 440 
zed widow 57. 38 52. 50 | 57. 38 4, 440 


35 years of railroad employment, some before 1937 2 





r} $124. 20 $70. 00 $124. 20 $1, 590 

oer 600 a ee 164. 20 105. 00 164. 20 , 590 420 

idow and 2 children 115. 03 140. 10 140. 10 1, 590 420 
iv 49. 30 52. 50 52. 50 1, 590 420 





‘It is assumed that there is continuous railroad service from Jan. 1, 1937, to retirement or death. 
? Retirement or death is assumed to occur on Jan. 1, 1953, with 35 years continuous railroad employment 
mediately before death or retirement. In this case the retirement annuity amounts are based on 30 years 
vice, as railroad service before 1937 (upon which no contributions were paid) cannot increase the num- 
ber of years of service to over 30. The survivor benefits in this case are based on the 16 years of railroad serv- 
ice after 1936, 


(5) CASES IN WHICH THE WORKER RECEIVES BENEFITS UNDER BOTH PROGRAMS WITH 
MINIMUM SERVICE UNDER BOTH 


It is only in retirement cases in which the worker has over 10 years of railroad 
employment that benefits are payable under both programs. 

As indicated, a worker is fully insured under old-age and survivors insurance 
at present if he has 1%4 years of employment covered under the program. This 
length-of-service requirement will eventually increase to 10 years, as shown in 
the enclosed pamphlet. 

It can be seen that the least amount of service which would permit the pay- 
ment of benefits under both programs would be 11% years—10 years under the 
railroad program and 1% years under old-age and survivors insurance. 

Table 13 shows benefits and taxes for this type of case. 

The amount of a railroad retirement annuity based on service before 1937 
is subject to reduction if the worker is also receiving or is eligible to receive 
an old-age insurance benefit. Thus, if part of the railroad service was performed 
hefore 1937, there would be a reduction in the amount of the railroad annuity. 
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CASES IN WHICH THE WORKER RECEIVES BENEFITS UNDER BOTH PROGRAMS WITH 
SUBSTANTIAL SERVICE UNDER EACH PROGRAM 


(6 


In this type of case rather substantial benefits may be payable under each 
program. However, each program has a provision which may reduce the amount 
of the benefit payable in this type of case. 

If some of the railroad service was performed before 1937, the adjustment 
provision mentioned earlier will of course reduce the amount of the railroad 
retirement annuity payable. _ 

In the case of the old-age insurance benefit, less than a full benefit will be 
payable if the worker was not steadily engaged in employment covered under 
old-age and survivors insurance from January 1, 1937, or from January 1, 1951 
(the date of the old-age and survivors insurance “new start’) until retirement. 
Thus, if the railroad employment is all before 1951, a full old-age and sur- 
vivors insurance benefit may be payable. If some of the railroad employment 
is after January 1, 1951, a full old-age and survivors insurance benefit will not 
be payable. 

Windfall payments which create inequities in the different groups 
of beneficiaries may foster misunderstanding and invite pressures 
for competitive changes in benefit provisions. In addition, some work- 
ers contribute substantially to the old-age and survivors insurance 
program without receiving any benefits from such contributions or 
have their annuity reduced because of intervening years of employ- 
ment not covered by social security. 

Dual benefits are inequitable not because the individual has or has 
not contributed anything to either system, but because the weighting 
of the benefit formula when campared with contributions makes 
benefits from both proportionately greater than a total benefit based 

2 7 & 
on combined coverage under both systems. 
As estimated by the Railroad Retirement Board, the total additional 


savings of approximately 0.77 percent of payroll which the elimina- 


tion of all dual benefits would effectuate is offset somewhat by the fact 
that elimination of such dual benefits would automatically result in a 
higher minimum guaranty, since no beneficiary would also be receiving 
the social-security benefits to be included in that guaranty. Thus, the 
net effect in terms of financing the benefit structure of the railroad 
retirement system would be to save about 0.40 percent of payroll over 
and above the present dual-benefit restriction, or about an additional 
$20 million annually. 

Problems of shifting employment do not affect to any great extent 
the individual who remains throughout his life as a railroad worker 
until retirement age, the worker whose railroad employment was pri- 
marily before 1937, nor the worker with very little railroad angler 
ment whose social-security status is actually improved by having his 
railroad years transferred to social security. But with respect to 
those others who shift between the two systems with a substantial 
number of years in both, and fall into one of the many inequitable 
or anomalous situations such as those described above, the problem is 
more serious. Their number may be expected to increase rapidly 
during the next few years as a result of full employment opportunities, 
the still relatively low number of years required to attain Filly insured 
status for old-age and survivors insurance, and the decreasing pro- 
portion of railroaders with service prior to 1937. 

The amounts of benefits received by the individual can be diminished 
considerably because of his inability to credit his railroad employment 
under the Social Security Act. Such credits are combined if he has 
less than 10 years of service, or few enough years of railroad em- 
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ployment—generally in the area of 10 to 15 years—so that he receives 
only the social-security minimum, which combines employment under 
both systems. But if he has more years of railroad service, he may 
find these years in noncovered employment reducing, in some instances, 
his OASI annuity, while a fellow beneficiary might be receiving fu]] 
. , P 
benefits from both systems. Or, on the other hand, since railroad 
service was not covered, he does not receive the social-security benefit 
for taxes paid which he would have were service to be combined. 

Of course, the Social Security Act, in and of itself, has many 
inequities and anomalies inherent in its provisions. For our pur- 
poses one example will suffice : 

Assuming continuous service after 1950 and equal earnings, a re- 
tired employee with 40 years of service gets the same annuity that is 
given to a retired worker with only 10 years’ service (the normal 
eligibility requirement) although he has paid at least four times as 
much in taxes. Under the present law, retired workers with 15, 25, 
or 40 years of creditable and taxable service will never receive any 
more than those with only 10 years of service and, in some cases, as 
little as 114 years of service. Although these arrangements were put 
into the social security law so that older persons who had not had the 
opportunity to pay taxes over more years than the number required 
could qualify for annuities, these eligibility requirements result in 
inequities and anomalies from the standpoint of the relationship of 
taxes paid to benefits received. 


Vv. WOULD INTEGRATION BENEFIT OR IMPAIR THE EFFICIENT ADMINISTRA- 
TION OF THE RAILROAD RETIREMENT SYSTEM? 


The committee has made no systematic attempt to predict the 
answer to this question. So many contingent factors are involved, 
and the total cost of the administration as a percentage of payroll is 
so insignificant, that such an attempt would not be justified. Never- 
theless, some tentative conclusions may be drawn. 

Coordination generally, and integration in particular, have been 
regarded by their advocates as steps to increased economy and sim- 
plicity, and the elimination of administrative complexities, clumsi- 
ness, contradictions, and higher costs resulting from uncoordinated 
administration and funds. To coordinate multiple retirement sys- 
tems adequately but without integration necessitates, it is said, com- 
plicated and costly administrative arrangements.* The report of the 
social-security technical staff of the House Ways and Means Com- 
mittee felt that only by “a thoroughly unjustified expenditure of time 
and effort in making adjustments” could parallel retirement plans be 
properly operated.® 

Others have commented upon the amount of the taxes which under 
a coordinated rather than an integrated system would have to be— 
used to meet the cost of determining benefits, of finding out jurisdiction, com- 
puting transfers from one system to another, and paying the experts who would 
untangle the situation. * * * A system split in tiny fractions would not only 
be extremely expensive, it might also become so complex and incomprehensible 
as to lose its security value. Programs so complicated that only an expert can 


dare to guess what benefits and how much of it may come due will make benefits 
a windfall but not part of a life’s plan of calculated security.° 


* Kulp, Social Insurance Coordination, 1938. 
5Issues in Social Security: Report of the House Ways and Means Committee’s Social 
Security Technical Staff, 79th Cong., 2d sess., 1946. 


® Reuss, the Amendel Railroad Retirement Act and Old-Age and Survivors Insurance 
System Under the Social Security Act, 25 Social Forces 446, 1947. 
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On the other hand, opponents of integration insist that administra- 
tive complexities and expenses would multiply were the Railroad 
Retirement and Social Security Systems to be integrated. This, it is 
asserted, would result primarily from the coexistence, for each rail- 
road employee, of two systems with which he and the administering 
agency or agencies must be concerned. 

Certainly the provisions of all our social-insurance systems, both 
general and special, should be kept as simple as possible, not only for 
reasons of efficient administration, but also to insure that the program 
is understood and accepted by the individuals affected by it. The 
committee is not convinced that either system, the Railroad Retirement 
or the Old Age and Survivors Insurance Systems, is particularly sim- 
ple or easily comprehensible today. On the basis of mail and comments 
received by the committee, it would certainly appear that a great many 
retired railroad employees do not understand the provisions of the 
present railroad system. These provisions further appear to have led 
to some delays in benefit payments about which the committee received 
a number of complaints. 

Russell Reagh, a member of the Actuarial Advisory Committee of 
the Railroad Retirement System, stated that he felt the present law 
was unnecessarily complicated and therefore burdensome administra- 
tively because of the attempts at coordination short of integration. 
He felt such integration would simplify these problems and result in 
more efficient and economical administration. 

Here again, however, the importance of maintaining a separate 
Railroad Retirement System should be pointed out. Little reduction 
in administrative costs, proportionately, can result with the mainte- 
nance of separate administrations. Administrative relationships be- 
tween the two agencies on a working-staff level have constant] 
increased, and are now in very excellent harmony. Moreover, the Rail 
road Retirement Board’s composition of two members from the in- 
dustry—one employer and one employee representative—improves the 
responsiveness of that Board to the complexities of that particular 
industry and its needs. 

But the law itself, and the Social Security Act as well, are difficult 
to understand. Such understanding would probably not become any 
more difficult through an integrated system, although integration 
would probably not appreciably improve administrative efficiency 
either. 

The conflict in expert opinion as to the increase or decrease in 
administrative efficiency which would result from a plan of integration 
is perhaps best illustrated oe the conflict in testimony received on this 
question from the three Federal agencies in their statements filed 
with the committee and answers to the committee questionnaire. On 
the one hand, the Railroad Retirement Board bases its belief that 
integration would decrease efficiency and simplicity on the grounds 
that it is easier and simpler to understand one system than two, that 
the present system of coordination works well administratively speak- 
ing and that their administration is already uniform and consistent 
to a high degree with the administration of the social-security pro- 
gram. Moreover, they maintain, to require workers and carriers to 
deal with two separate agencies in the adjudication of claims and 
payment of taxes would only further complicate matters. 

On the other hand, the Bureau of the Budget feels that an inte- 
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grated system would be much easier to understand and administer 
without the multiple interrelationships requiring multiple computa. 
tions. The Social Security Administration also states their belief 
that the present relationship is complicated and difficult to under- 
stand, and administratively burdensome because of the need for 
many of the exchanges of information which must now be made in 
order to determine adjudication, compute benefit amounts based on 
combined earnings under the two programs, make the required deduc- 
tion for prior-service dual benefits, and police the various work re- 
strictions of the two programs. “Delays also result,” the agency 
stated, “when our payment of benefits must await determination on 
railroad employment before 1937. In many cases our service to work- 
ers who have had some railroad employment cannot be as prompt as 
the service we are able to give workers who have not had railroad 
employment.” 


Financial considerations 

There were substantial financial losses involved when the railroad 
and the social security systems were not coordinated. As is evident 
from previous discussion of shifting employment and resulting dual 
benefits, one of the primary sources of financial losses stemmed from 
the payment of dual benefits. Both the railroad and the social security 
systems paid benefits substantially greater than the amount of con- 
tributions paid on individual bases “and both will continue to do so 
for many years to come. Many of these dual benefits, to the degree 
that they are so greatly in excess of the amount of contributions, have 
been eliminated by coordination. 

Moreover, when employment in the railroad industry was ex cempt 
from the work clause of the social security system, the social security 
system, itself, lost money. There were also financial losses involved 
when there was no provision for financial coordination between the 
two systems. Before the enactment of such a provision included in the 
1951 amendments, social security was paying benefits to former rail- 
road workers who qualified with very little service and very little con- 
tributions to the trust fund in relation to benefits drawn by them. 
After the 1951 amendments, for all practical purposes all such persons 
now pay contributions on all the wages they earn, and although their 
benefits are increased as a result, they are increased at the lower rate 
of the formula with comparatively more contributions, resulting in 
un increase in the income of the social security fund. At the same 
time, the railroad retirement system was losing the financial advan- 
tages which the social security system had to offer. 

In short, lack of coordination between the two systems has proved 
costly, and the coordinating features of the 1951 amendments effected 
savings to both systems. 


Administration 


Administratively, the railroad and the social security systems must 
transfer information and generally cooperate. Assertions have been 
made that administrative complexities could be reduced and costs 
lowered by intergration. There can be no doubt that, administratively, 
the two systems must take cognizance of each other and when adminis- 
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tration arrangements affect substantive matters, certainly costs can be 
lowered. However, straight administrative costs form such a small 
percentage of total costs that it is doubtful that these can be lowered 
to any significant degree. 


VI. SUMMARY 


The parties concerned with railroad retirement have expressed their 
desire to study all of the facts about the issue of integrating the Rail- 
road Retirement System and the Old-Age and Survivors’ Insurance 
System, and to keep an open mind on the subject. An examination of 
the legislative history of this committee’s authorizing resolution, as 
contained in the hearings on the 1951 Railroad Retirement Act amend- 
ments, would indicate that the main reason for including this sub- 
ject within the scope of the committee study was to enable the parties 
who are primarily interested in this issue to have all the facts pos- 
sible. The committee has thus reviewed the positions and reports of 
all interested parties, agencies, and committees; the historical per- 
spective of the problem ; the basic principles and the social and polit- 
ical background involved; the committee’s questionnaire and the 
replies to it; and the fundamental problems and issues affecting the 
integration of these two systems. 

The separate existence of the Railroad Retirement System, while 
raising many problems of relationship with social security, does not 
prevent the formulation of a national, uniform policy of social in- 
surance to meet these and other more important problems, nor does it 
necessarily lead to other splinter pension systems under Federal 
sponsorship. 

According to the Federal Security Agency, integration with social 
security would not result in the complete abolition of the railroad 
retirement system. Nor would it result in lowering all benefits paid 
by railroad retirement to the same level as those paid by social security. 
Nor would its chief differences from the social security system, with 
the possible exception of the $75 “work clause” have to be changed. 

Substantial coordination between the two systems, achieving virtu- 
ally all of the advantages of integration, was recently enacted in 1951, 
with respect to which experience has been too brief to evaluate fully the 
need for further coordination. The amendments enacted in 1951 
which effectuate such coordination have been fully described in chapter 
10. They reduce the present problem of dual benefits in shifting 
employment to a great extent, and effectuate a complete coordination 
of finances between the two systems. The parties involved, like the 
Railroad Retirement Board, have indicated their desire to await 
further experience under these amendments before adopting methods 
of further coordination. 

There will not be, in the near future, railroad annuitants with serv- 
ice primarily after 1936 who receive a second benefit from social secu- 
rity in sufficient number or proportion to make this an immediately 
pressing problem. Perhaps the chief problem left unsolved by the 
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present method of coordination is that area of difficulty created by 
employment shifting between the two systems; and perhaps the most 
inequitable problem of all is the opportunity for dual benefits which 
such lack of integration provides. 

With respect to the financial picture, again it is only the elimina- 
tion of dual benefits which would substantially add to the financial] 
improvement of the Railroad Retirement System through integration, 
The number and proportion of railroad annuitants who, since the 1951 
amendments, are able to draw full dual benefits, is still comparatively 
small, although their number and proportion will continue to grow, 
as the number and proportion of those whose dual benefit is reduced 
continue to fall. 

The committee believes that the study has stated fairly the basic 
— to be raised about the issue of integration. The committee 

velieves that the advantages and disadvantages of integration should 

be weighed by the railroad employees, the railroad carriers, and the 
Railroad Retirement Board. The democratic process should function 
in this way, rather than by forcing or refusing a plan of integration 
on the railroad industry. 

All the substantial changes in the Railroad Retirement System have 
been made with the cooperation and support, if not initiation, of at 
least a substantial portion of the employee organizations. This is 
demonstrated by the legislative history of the Railroad Retirement 
System, as fully developed in chapter 2 of this report. Such a policy 
is justifiable since the Railroad Retirement System is primarily a 
pension plan, promoted through agreement between the employers and 
employees in the industry, and administered by the Federal Govern- 
ment on a self-supporting basis because of the unique position of the 
railroads in the United States. The employer and employee organiza- 
tions do not favor integration at this time. 

Moreover, all substantial extensions of coverage of the Social Secu- 
rity Act have been made with the consent of the industry to whom such 
extension is proposed. Some groups were originally excluded at their 
own request and subsequently sought to be included. Other groups 
seek to be included now. Since, however, the extension of the social- 
security program to the railroad industry is at the present time op- 
posed by the employers and employees of that industry, a consistent 
congressional policy would not seek to impose that program, which, 
without question, has many defects of its own, upon them, against their 
consent. 

The committee hopes that this analysis will be helpful in future <e- 
bates over the issue of integrating the Railroad Retirement and Social 
Security Systems. 
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APPENDIX TO CHAPTER 11 
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tatements and letters: 

(a) Railroad Retirement Board, reply to the questionnaire on coordination of railroad retire- 
ment with social secvrity, introdvctory statement, October 30, 1952 

(b) Social Secvrity Administration, Federal Sect rity Agency, letter accompanying answers to 
questionnaire on coordination of railroad retirement with social seer rity, October 31, 1952 

-) Bureau of the Budget, statement preceding comments on arguments against coordination 
of the railroad retirement and the social security systems, in part I of committee 
questionnaire, contained in the Bureau of the Budget answer of November 10, 1952 

(d) Association of American Railroads, memorandum in response to questionnaire on coordi- 
nation of railroad retirement with social security, October 31, 1952 .... ..... .. . 

e) The American Short Line Railroad Association, letter of October 30, 1952, in response to 
committee questionnaire a coordination of railroad retirement with social 
security ____- inh Stade celeb ubete~bidisan pobasieellecbctedeindegcam 

Alternative Procedures for Integration... 


1. COPY OF QUESTIONNAIRE 
ONGRESS OF THE UNITED STATES, JOINT COMMITTEE ON RAILROAD RETIREMENT 
(Created pursuant to S. Con. Res. 51, 82d Cong.) 


Dear Srr: As stated in the letter accompanying our first questionnaire of 
August 7, and in the resolution authorizing its establishment, this committee 
is charged with the responsibility of studying the present relationships between 
the Railroad Retirement and Social Security Systems, and of determining what 
changes, if any, Should be made with respect to the further coordination of these 
two systems. 

The attached questionnaire, based upon the research of the committee staff, 
is intended to elicit your fullest views upon these subjects for the benefit of the 
committee’s deliberations. It is not necessary for you to comment on statements 
about which you have no information; but your position on each is sought. Sup- 
porting arguments and data with respect to any answer will be appreciated, 
and will form, along with the basic statements in the questionnaire which are 
not substantially refuted, the basis of the committee’s consideration of this 
subject. For our convenience in analyzing your reply to the questionnaire, we 
would appreciate your listing each statement within each part, and commenting 
on the statements chronologically. 

We realize that you might prefer more time for study or experience with 
respect to some of these provisions. But the committee expires January 3, 
1953, and wishes to reach a conclusion on this subject in its report to be sub- 
mitted at that time. Consequently, your answers must be received not later 
than October 31, 1952. 

Your cooperation is appreciated. 

Sincerely yours, 
Pau. H. Doveras, Chairman. 


QUESTIONNAIRE ON COORDINATION OF RAILROAD RETIREMENT WITH SocraL SECURITY 
PART I 


Listed below are the statements most frequently given as the reasons why 
social security and railroad retirement should not in some way be completely 
coordinated, or, as is popularly said, “integrated.” The committee and staff do 
not necessarily agree or disagree with any of these statements. Please explain 
whether, in your judgment, these statements are correct, whether they are valid 
objections to “integration” and how such objections may be overcome. If you 
are not in a position to evaluate the accuracy of the statement, please indicate 
what your position would be if the statement is correct. Add any other valid 
objections to “integration.” 


I. Differences in the system 
The following provisions in railroad retirement, which are for the most part 
designed to meet the specific needs of the railroad industry (such as the preva- 


lence of seniority rules and career employment) are not contained in social 
security. These features of the railroad system either (1) make “integration” 
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impractical or impossible, because they would have to be retained, or (2) make 
“integration” undesirable, because it would require these provisions to be changed 
substantially or abolished to conform with social security : 

A. Provision for earlier retirement on a reduced annuity for men, and on ful) 
annuity for women. 

B. Provision for retirement because of total permanent disability and occu. 
pational disability. 

©. Credit for working after age 65. 

D. No work clause for age annuitants working outside of industry. 

E. Annuities based directly on length of service. 

F. Specific credit for service before 1937. 

G. Assumption of liabilities for paying benefits to pensioners who were on 
companies’ pension rolls when Railroad Retirement System was created. 

H. Higher tax rate. 

I. More liberal benefit and eligibility provisions. 

J. More liberal method of computing average wage for benefit purposes. 

K. Separate fund or account in Treasury. 

L. Separate and different wage records. 

M. Guarantee of benefits greater than taxes contributed. 


II. Congressional consideration 

A. Over a period of 60 years Congress has consistently and traditionally singled 
out the railroads for separate legislation (as in labor relations) because of their 
unusual interstate character and importance. 

B. Railroad retirement problems should not be considered by the congressiona! 
committees having primary jurisdiction over taxation as is done in the case of 
social security. 

C. Congress has never extended social-security coverage to any group opposed 
to it, especially when satisfied with their own system. 

D. Congress generally should not consider such a drastic change in either 
system without further experience, both systems being relatively young. 

E. Especially should no change be made in the recently enacted coordination 
provisions without more years of experience and analysis. 


IIT. Values of independence 

A. The Railroad Retirement System preceded social security in origin and 
congressional consideration, just as the railroads had private pension systems 
in this country long before other industries. 

B. A separate and independent Railroad Retirement System provides leader 
ship and precedent for social security before Congress and lends itself more 
easily to experimentation or practical demonstration for the development of 
appropriate standards as a guide to the larger system. 

C. There is no virtue in a monopoly of federally sponsored retirement systems 

D. Were railroad retirement to be relegated to the status of a supplemental 
system, its permanent existence would be less assured, and, as already mentioned, 
at least some of its different provisions eliminated. 
1V. Role of parties concerned 

A. Tradition and political expediency, and the original carriers-brotherhood 
agreement of 1937, support a separate Railroad Retirement System, established 
and financed by railroad employees and employers each of whom is represented 
on the administering board. 

B. In the development of the Railroad Retirement System those who pay the 
taxes have played a major part and set an example for other systems by their 
eooperation and concern. This has not and cannot be done in a vast system, 
applicable to all workers, which is administered by a bureau in a large Federal 
agency. 


V. Administration 


A. Rather than require employees to master the intricacies of two separate 
sets of laws and regulations in order to understand their rights, deal with two 
systems for clearance of claims or tracing of bookkeeping errors, etc., and receive 
two separate checks, it would be far simpler and more efficient to have the Rail- 
road Retirement Board handle all of the benefits and claims of rail workers. 

B. This it presently does efficiently and successfully. 
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\/. Further coordination is unnecessary 

A. Present provisions for less-than-10-year transfers meet practically all prob- 
lems arising from movement of workers in and out of the rail industry. Those 
with less than 10 years’ railroad service no longer lose social-security protection 
for time spent in railroad employment, and although they pay a higher tax rate, 
they are guaranteed that they and their survivors will get more in benefits than 
they have paid in taxes, a guaranty not given to those who pay the lower tax rate. 

B. Inequities and anomalies exist in any group insurance system, including 
social security. 

c. Further “integration” could bring no more financial advantage to the Rail- 
roid Retirement System than the present financial interchange provisions 
whereby the railroad fund is to be credited with the amount which its separate 
existence has saved the old-age and survivors insurance fund (in effect, old-age 
and survivors insurance pays railroad retirement the amount. of benefits due rail 
workers by virtue of railroad service, had it been covered, in exchange for rail- 
road retirement paying the old-age and survivors insurance fund the amount of 
taxes which such workers would have paid). 

lL). Rail workers are guaranteed that their benefits and those of their survivors 
will not be less than those which would have been paid under social security on 
a basis of combined social security covered and railroad service. 

Ff. Duplications for prior service are eliminated. 

F. Survivor benefits are completely coordinated now. 

(;, The social security work clause already covers railroad employment. 


PART II 


Listed below are the statements most frequently given as the reasons why 
social security and railroad retirement in some way should be completely coordi- 
nated or integrated. The committee and staff do not necessarily agree or dis- 
agree with any of these statements. Please explain whether, in your judgment, 
these statements are correct, whether they are valid reasons for integration, and 
whether integration is necessary to accomplish the same objectives. If you are 
not in a position to evaluate the accuracy of the statement, please indicate what 
your position would be if the statement is correct. Add any other valid argu. 
ments for integration. 


I. Social security as a universal base 


A. The old-age and survivors insurance program of social security is intended 
to be, and its benefit structure is based upon its so being, a basic national system, 
which will counterbalance the limitations of separate or supplementary systems 
which may be built upon it. Such a superimposed system may be appropriately 
designed to meet the specific needs of an industry. Under a national or universal 
system, all employees regardless of occupation or change of occupation are 
covered and treated alike without class legislation or discriminatory taxation 
against the management or workers of any industry, and each person can take 
with him wherever he works a minimum of protection for his ultimate retirement 
and for his survivors. 

B. Only by integration may reasonable and adequate insurance protection be 
provided for that large number of workers who move in and out of railroad 
employment, and who presently may suffer a serious disadvantage, lose social- 
security protection for which they have contributed when outside the railroad 
industry, refrain from entering the railroad industry for fear of losing such 
protection, find such protection reduced to the barest minimum, or who, on the 
other hand, may receive an unreasonably large amount from both systems, in 
comparison to the amounts they have contributed. 

C. To exclude one group because of its own special system is unfair to society 
as a whole and to individual members of that group who would benefit from 
coverage. Groups originally covered had no choice then, and other groups with 
equal national importance might well want their own separate system now. 


IT. Integration versus half coordination 


A, The present attempted coordination of retirement benefits by transferring 
those with less than 10 years’ service out of the Railroad Retirement System to 
which they have paid a higher tax, and of permitting an individual to manipulate 
his periods of service under both systems in order to gain a duplication of bene- 
fits, illustrates the impossibility of providing a joint and uniform policy under the 
present system of limited coordination without leading to unnecessary inquities, 
anomalies, difficulties of interpretation, and clashes of interest. 
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B. Complete coordination would particularly improve the lot of two types of 
workers injured by the present set-up: 

1. The railroad worker who presently gets only the social- -security mini- 
mum benefit even though he presently pays four times as much as the 
social-security tax; and 

2. The worker who, with service under both systems, does not have the 
required amount of coverage for social-security entitlement and who, though 
eligible for more than the social-security minimum, nevertheless receives no 
benefit from the social-security contributions he has made. 

C. Integration would not affect the independence of the separate Railroad 
Retirement System, any more than it does the retirement systems of other indus- 
tries with integrated plans. 

D. Present differences in benefit structure would present no problem. Some 
items, like prior service credit which is given in different fashion under social 
security, might be changed; but all present conditions of benefits now a part of 
the railroad retirement structure could remain applicable to that system as 
superimposed on social security. Early retirement would be possible through 
a full or nearly full railroad annuity to be reduced at age 65 when social-security 
benefits began. 

E. The experience of other American and foreign public and private retire- 
ment plans favors integration, which has given many such plans in this country 
an even higher level of benefits than that provided by railroad retirement. 


IIT. Simplicity of administration 


A. Rail workers would find such a system of basic coverage more simple and 
understandable, and would no longer need to be bothered by the discrepancy in 
their tax rate and that of social security as compared with benefits received, 
since a more nearly one-to-one relationship would exist between taxes and 
benefits. 

B. A more logical and simpler set of benefit formulas could be devised. 

C. Administration would benefit from uniformity and consistency, and actuarial 
ealculations would be more simple and accurate when founded upon a broader 
base, 

Administration under the present system has been made hopelessly and 
unnecessarily complicated and, as a result, slower and more costly than it would 
be if no computations of minimums, financial interchange, or 10-year transfers 
were necessary. 

E. Administration of a superimposed system would, of course, be under the 
Railroad Retirement Board. One check would be possible for the combined 
benefits, while at present the worker with credit under both systems must deal 
with two agencies for two checks under two separate sets of definitions and 
conditions. 


IV. Financial advantages 


A. If the Railroad Retirement System needed to pay only those present bene- 
fits over and above those provided by social security for its share of the tax, 
a further increase in benefits would be possible. 

B. Such gains would be possible without an increase in the tax rate or tax 
base for the following reasons: 

1. Duplicative retirement benefits on years since 1937 now paid to those 
with more than 10 years’ service will be eliminated ; 

2. Old-age and survivors insurance has been more nearly on a pay-as-you-go 
basis than the Railroad Retirement System, and rail employees have been 
paying much more per dollar of benefit than are persons under old-age 
and survivors insurance; 

3. The broad coverage of old-age and survivors insurance results in benefits 
totaling a smaller percentage of payroll; 

4. Similarly, the expansion of the Nation’s economy decreases costs for 
old-age and survivors insurance, but such an effect would be less extensive 
and less possible in the railroad industry alone, which provides no diversifica- 
tion in the insurance base of the Railroad Retirement System ; under integra- 
tion, a basic portion of the liabilities of the Railroad Retirement System to 
present and past workers, now borne by a gradually declining railroad in- 
dustry, will be spread over the broad financial base of the national system; 

5. The extension of social-security coverage to another group brings addi- 
tional savings to social security because its benefit scale is weighted in favor 
of employees who have contributed very little in comparison to benefits re- 
ceived (and who will now be contributing over a longer period of time) ; 
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6. The railroad workers’ basic benefits will now be subject to a work 
clause ; 

7. In addition, a plan of integration could logically enable a release of the 
Board's $700 million debt to old-age and survivors insurance which was pro- 
vided by the 1951 interchange amendments. 

C. Such additional benefits will encourage more retirement of older, highly 
paid employees now remaining on the railroad payrolls, reducing our transporta- 
tion costs and permitting younger employees to advance. 

D. It would relieve the majority of the employees, who are noncareer, of the 
obligation of paying a heavy past-service liability. 

V. Future subsidies 

1, Near-universal coverage would make proper, if necessary, support of old- 
age and survivors insurance from general revenues. 

2. Should this ultimately become a necessity or the adopted policy, rail work- 
ers would be required to pay taxes for such a subsidy without benefiting there- 
from. They already pay higher prices, by virtue of costs passed on to the con- 
sumer by employers, of a system which excludes them. 

; On the other hand, it would be equally unjust to give a public subsidy to 
the retirement system of a special group—without integration, this is always a 
danger. 


PART IIT 


Listed below are broad outlines of some of the basic methods of integration 
or closer coordination which have been proposed from time to time. Specific 
details, possible variations, and necessary adjustments for differences are not 
spelled out. The committee and staff neither favor nor oppose any of these 
methods, but have attempted to describe each ag clearly, accurately, and im- 
partially as possible. State your preferences, reasons, objections, amendments, 
and appraisal with respect to each of these methods, and add any other method 
which you deem worthy of consideration. Include a statement of what methods 
of coordination, other than the present, you would prefer if one were to be 
adopted. 

Plan I—The 1946 amendments permitted for purposes of survivor benefits 
the combination of service under the Railroad Retirement and Social Security 
Acts. The 1951 amendments did the same for purposes of all benefits for those 
with less than 10 years of railroad service, providing that social security would 
pay benefits and would credit railroad-retirement service to social-security service. 
Provisions for corodinated administration and interchange of funds were included 
(see see. 5 (k) of the Railroad Retirement Act, as amended). 

The same principle would now be extended to eliminate duplications in age- 
retirement benefits. Thus, those with more than 10 years of railroad service 
would receive credit for retirement at age 65 for years worked under social- 
security coverage, such credit being applicable to their railroad-retirement bene- 
fits to be paid by the Railroad Retirement Board. Funds saved the two systems 
by the elimination of duplicative benefits, and additional costs from additional 
years of service, would be divided equitably by the two systems. 

Plan I1.—The Railroad Retirement Board would pay benefits which would be 
divided “on the books” into two parts as follows: 

A. Benefits equivalent to the benefits which old-age and survivors insur- 
ance would pay based on combined service under both systems, such bene- 
fits to be financed by paying that proportion of the railroad retirement tax 
which is equivalent to the social-security tax into the old-age and survivors 
insurance fund, and billing the fund for the payment of such benefits, i. e., 
purchasing social-security benefits; and 

B. All remaining benefits now provided by railroad retirement which are 
not provided by social security, and any additional benefits made possible 
by this method (which could include benefits based on higher wage brackets), 
such benefits to be financed on an actuarial reserve basis from the balance 
of the railroad retirement tax receipts, and to be based only on railroad 
service, (Presumably the present 10-year requirement would remain un- 
changed. ) 

Should any future subsidy be made to the old-age and survivors insurance fund, 
it would thus apply equally to all beneficiaries of such fund including rail work- 
ers. No duplication would occur nor would any credit be lost, and it would not 
be necessary to amend social security to include rail workers. 
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Plan IIT.—The Social Security Act would be amended to include railroad sery 
ice, on the same terms, conditions, benefits, and tax rates as all other workers 
to whom coverage was extended in 1950. The remainder of the tax collected 
the difference between social-security rates and railroad-retirement rates, would 
be paid to the railroad-retirement fund. Either: 

A. The Railroad Retirement Act would be amended to provide primarily 
for additional benefits, disability benefits, pensions, ete., as mentioned jn 
plan II-B above, in addition to the basic old-age and survivors insurance 
benefits which all would receive ; or 

B. The present benefit structure would remain the same, or be increased 
if possible by virtue of this method, and the Board would deduct from the 
benefit payments the amount to which a claimant was entitled under old-age 
and survivors insurance by virtue of his railroad service (which, as stated 
before, would then be creditable under old-age and survivors insurance ; or 

C. These two alternates could be combined: e. g., railroad retirement 
survivor benefits would be eliminated to be replaced by old-age and survivors 
insurance survivor benefits, while retirement benefits would remain the same 
or larger, from which old age and survivors insurance retirement benefits 
would be deducted ; or 

D. These methods could be combined in still another fashion : the Railroad 
Retirement System would pay either: 

1. Separate railroad benefits in addition to social-security benefits, 
as described in plan III-A, or 

2. A high monthly minimum level of benefits, from whieh socia| 
security benefits would be deducted as described in plan III-B; 
whichever was the higher for the individual worker. 

As in the other plans, it is contemplated that the elimination of duplications, and 
the assumption by old-age and survivors insurance of a large part of the Railroad 
Retirement System’s obligations for a small part of the total tax, will free funds 
for increasing total benefits above their present level, perhaps for higher benefits 
for length of service. Either one check or two would be possible. Again the 
eligibility requirement of 10 years (or more, should the dividing line prove 
to be higher) for railroad-retirement benefits would presumably remain. Some 
redistribution of the benefit structure and wage brackets would be possible 
although not absolutely necessary. Employees whose service was sufficiently 
brief to give them only their social-security benefit (as they now receive only the 
minimum) could be refunded their railroad-retirement contribution. 

Plan IV.—Preserving the present benefits for those presently employed or 
retired, all of those to be employed hereafter would be given social-security 
coverage only, and the Railroad Retirement Board eventually placed within some 
other Federal agency. Any supplemental system would be the object of collec- 
tive bargaining between the parties as in the case of any other private industry, 
and wou'd not be the object of Federal legislation or control. 

Plan V.—Social security would be extended to cover railroad employees with- 
out other significant changes. Railroad employees and employers would pay the 
social-security tax in addition to the railroad-retirement tax, and employees 
and their survivors would receive the full benefits of both systems. 

Plan VI.—Not as a separate plan, but as a method of gradually integrating 
under any of the above plans, such plan could be made applicable to all those 
who have, for example, less than 10 years of rail service as of 1952. Thus: 

A. Those with more than 10 vears of railroad service would remain out of 
social-security coverage or credit, ete., to the same extent that they do now 

B. Those with less than 10 years’ railroad service who never acquire more 
will be under social security entirely, as they are now. 

C. Those with less than 10 years of service who later acquire more than 
that amount will receive the basic old-age and survivors insurance coverage 
or credit under one of the above plans, and the additional railroad retirement 
benefit. Eventually, only the second and third categories will remain, and 
the plan will be in full effect. 


PART IV 


Ezisting coordination; committee action 

I. If the committee, on the basis of its study and the returns to this question- 
naire, decides that complete coordination or integration should not be further 
pursued at this time, do you favor any change in the present manner of coordi: 
nation between railroad retirement and old-age and survivors insurance? 
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A. With respect to the provision reducing annuities based on prior service 
by the amount of a social-secnrity benefit which the individual is, or upon 
proper application would be, entitled to, should we: 

1. Strike this provision entirely? 

2. Strike only the phrase “or on proper application would be”? 

3. Amend it so that the reduction applies only to those who have 
retired and are receiving an old-age and survivors insurance benefit, or 
need only ask for it—and not those who are entitled to such benefit but 
cannot apply because they are still working? 

4. Other? 

B. With respect to the provision transferring workers with less than 10 
years of railroad service to social security for benefit purposes, should we: 

1. Strike this provision entirely ? 

2. Change “10 years” to some other figure? What? (It has been said 
that workers with only 12 or 13 years of service generally receive only 
the social-security minimum. ) 

3. Make some provision (other than retention by the Board as at 
present) for the use of the excess in funds contributed by and on behalf 
of such less-than-10-year employee over and above the social-security 
level of contributions (which is all that is now owed to social security, 
the employee also being guaranteed, however, that he and his survivors 
shall not receive less than his contributions plus interest) ? 

4. Make some statutory provision regarding the disposal of the ‘“mili- 
tary service” funds appropriated by Congress to the Railroad Retirement 
Board for such workers who are now transferred to social security? 

5. Other? 

C. With respect to the provisions for a financial interchange between the 
two systems, designed to place the old-age and survivors insurance in a 
position of neither gaining nor losing from the separate existence of the 
Railroad Retirement System, should we: 

1. Strike this provision entirely? 

2. Make some provision for transfer to social security or other use of 
the $700 million initial debt, presently retained by the Board and on 
which it earns 3 percent interest and pays social security about 214 
percent interest? 

3. Other? 

D. Other present coordination provision, or suggested new ones? 

II. If the committee, on the basis of its study and the returns to this question- 
naire, decides that complete coordination or integration should be the subject of 
legislation or favorable recommendation, do you favor any particular method 
of determining the final legislation establishing such coordination: 

A. Would you favor, and attend, a meeting of all interested responsible 
parties and agencies, to develop the basic principles to be contained in such 
legislation? 

B. Would you prefer: 

1. Legislation to be drafted by the committee, with the help of in- 
terested agencies and parties, or 

2. A resolution, to be passed by Congress, directing the Railroad Re- 
tirement Board and Federal Security Agency, with the suggestions of 
responsible parties concerned, to draft jointly the necessary legislation 
and submit it to Congress within a specified time? 

III. Other? 
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3. REPLY OF RAILWAY LABOR EXECUTIVES ASSOCIATION 


RarLway Lanor EXeEcurrives’ ASSOCIATION, 
Washington 4, D. C., December 16, 1952 
Hon. Pavut H. Doveras, 
Chairman, Joint Committee on Railroad Retirement, 
United States Senate, Washington, D. C. 

DraR SENATOR Dovuaias: The railway labor organizations represented in the 
Railway Labor Executives’ Association have authorized and directed the asso 
ciation through us to submit on their behalf their answers to the questionnaire 
that has been sent them by the Joint Congressional Committee on Railroad 
Retirement with respect to coordination of railroad retirement with social 
security. The answers attached hereto are the answers of the following organi- 
zations: 

Switchmen’s Union of North America 

The Order of Railroad Telegraphers 

American Train Dispatchers’ Association 

Railway Employees’ Department, A. F. of L. 

International Brotherhood of Boilermakers, Iron Ship Builders, and Helpers 
of America 

International Association of Machinists 

International Brotherhood of Blacksmiths, Drop Forgers, and Helpers 

Sheet Metal Workers’ International Association 

International Brotherhood of Electrical Workers 

Brotherhood Railway Carmen of America 

International Brotherhood of Firemen and Oilers 

Brotherhood of Railway and Steamship Clerks, Freight Handlers, Express 
and Station Employees 

Brotherhood of Maintenance of Way Employees 

Brotherhood of Railroad Signalmen of America 

National Organization, Masters, Mates, and Pilots of America 

National Marine Engineers’ Beneficial Association 

International Longshoremen’s Association 

Hotel and Restaurant Employees and Bartenders’ International Union 

Railroad Yardmasters of America 

Brotherhood of Sleeping Car Porters 


We regret that the necessity of attending to other urgent matters has made it 
impossible to make this response at an earlier date. 
Respectfully yours, 
G. E. LeicHry, 
Chairman, Railway Labor Executives’ Association 
Lester P, SCHOENE, 
Counsel, Railway Labor Executives’ Association 
(For all organizations represented in Railway Labor Executives’ Association). 


ANSWER OF RAILWAY LABOR ORGANIZATIONS REPRESENTED IN RAILWAY LABoR 
EXECUTIVES’ ASSOCIATION TO QUESTIONNAIRE ON COORDINATION OF RAILROAD 
RETIREMENT WITH Socrat SECURITY 


GENERAL 


We have been provided with a copy of the Railroad Retirement Board’s reply 
of October 30, 1952, to this questionnaire. The first 15 pages of that reply 
makes a complete and irrefutable demonstration of the fact that there is nothing 
either with respect to the benefit structure or with respect to financing that 
could be accomplished through so-called integration of the Railroad Retirement 
System with the Social Security System that could not likewise be accomplished 
by relatively simple amendments to present legislation within the framework 
of the present method of coordination between the two systems. We see no 
reason to duplicate that demonstration but we fully subscribe to it. 

The facts there demonstrated must be kept in mind at every stage in the 
discussion of the desirability or undesirability of so-called integration. Too 
often, in discussions of this subject, it is assumed that certain changes in the 
distribution of the aggregate railroad benefit payments would be inherent in 
integration, that these changes are necessarily desirable, and that the assumed 
inevitability of these changes is an argument for integration. Elimination of 
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duplicate benefits based on service after 1937 and reciprocal application of 
work clauses are examples. While one is probably warranted in regarding such 
changes as probable accompaniments of integration, it should be observed that 
legislation providing for integration could be framed so as to avoid any such 
change if the change is deemed undesirable. On the other hand, if any of these 
changes is at any time deemed desirable, simple amendments to the present 
legislation would accomplish it without disturbing the basis of the present 
method of coordination. The issue, therefore, with respect to any one of these 
changes is the desirability of making the change, which really has nothing to 
do with integration. 
PART I 


I A-M.—Except with respect to credit for service after age 65 all of these 
items represent differences between the two systems which would create prob- 
lems that would have to be faced. Perhaps it is possible to work out a plan 
of integration that would preserve these differences but doing so would cer- 
tainly be a complex job that would accomplish nothing but to preserve the same 
end result that we have under present law but under more complex legislation. 
It is difficult to see any purpose in integration unless it is to eliminate some of 
these differences. 

II A-E.—These items seem to us all to present valid considerations against 
integration. 

III A-D, IV A-B, and V A-B.—All these items likewise present valid considera- 
tions against integration. Railroad employees attach a very great value to 
having and preserving an independent retirement system of their own which is 
specifically designed to meet their needs and with reference to which their 
particular needs can be independently considered from time to time as changes 
in the needs present themselves. Naturally, it is recognized that the Railroad 
Retirement System does not exist in a vacuum and the coexistence of the Social 
Security System cannot be ignored ; wherever the provisions of the Social Securi- 
ty System have a bearing on the Railroad Retirement System present legisla- 
tion takes those factors into account. 

VI A-G.—These items collectively indicate in part, though not completely, the 
conclusion referred to in the general discussion at the beginning of this memo- 
randum. For a more complete demonstration we refer again to the first 15 
pages of the Railroad Retirement Board's reply of October 30, 1952. 

Insofar as item B implies that there are inherent in the present Railroad 
Retirement System inequities and anomalies which would be eliminated by 
integration, we disagree with the validity of the implication. If any features 
of the present Railroad Retirement System are found to operate inequitably or 
anomalously, the condition can be more directly and expeditiously corrected 
without integration than with it. 


PART II 


I A—If this argument has any validity its validity must be limited to fields 
not now covered by either railroad retirement or social security. The very 
fact, however, that such fields exist by reason of deliberate congressional action 
would tend to indicate that the basic assertion that the OASI program is 
intended to be a basic national system is not in accord with the conception 
of Congress; otherwise, why has not Congress included those fields within 
OASI protection. So far as the railroad industry is concerned, it should 
again be borne in mind that all those consequences of extending OASI coverage 
to this industry that have been deemed desirable are achieved under present 
legislation ; if at any time others are deemed desirable, they too can be achieved 
by relatively simple amendments without revolutionizing the relationship 
between the two systems. 

I B—This is simply untrue as a matter of fact. It misrepresents what 
happens under existing law. 

I C—We see no basis for the assumption that society as a whole is in 
any way adversely affected by the existence of the Railroad Retirement System. 
On the contrary there are many thousands of railroad-retirement beneficiaries 
who would not qualify for social-security benefits if the OASI System covered 
railroad employment and who would have to be supported by society as a 
whole under old-age assistance laws if the Railroad Retirement System did 
not take care of them. It is likewise untrue that individual members of the 
railroad group would derive any benefit from social-security coverage that they 
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do not have under present law. If the reference here to “individual members 
of that group” is to railroad employees who do not qualify for retirement 
benefits because they do not meet the 10-year minimum service requirement, 
it should be noted that those employees would be no better off under integra- 
tion; certainly while working in the railroad industry they would have to pay 
the same tax that other railroad employees pay; all they would get at death 
or retirement from social-security coverage would be social-security credit for 
their railroad service which is what they get under present law; if they were 
to be given any additional benefits, those benefits would have to derive not 
from social-security coverage but from greater withdrawal rights under the 
railroad system, and the adequacy of their withdrawal rights under the rail- 
road system has nothing whatever to do with integration; we think the present 
guaranty by the railroad system that the value of social-security credit for 
railroad service will be at least equal to their contributions to the railroad 
system treats them fairly. 

Whether groups other than railroad employees shuuld have separate retire. 
ment systems independent of social security, as some now do, has no relevance 
to the merits of a separate railroad system. 

Ii A.—tThe factors cited illustrate nothing of the kind alleged. The questions 
of whether there should be greater restrictions on dual benefits and whether 
individuals with less than 10 years of railroad service should have greater 
withdrawal rights must be considered on their own merits; if at any time any 
change in these respects is deemed desirable the change could be made as readily 
under the present system as under integration. Here again the desirability of 
the change is assumed when the real question is the desirability of the change 
which has nothing to do with integration. 

Il B-1—This assumes that under integration all employees who have some 
railroad service would necessarily qualify for supplemental benefits from the 
railroad system irrespective of the relationship between the taxes paid and the 
amount of the social-security benefit. We see no basis for any such assumption, 
One of the inequities and anomalies of the Social Security System is the extreme 
variation in the relationship between taxes paid and benefits received. Under 
integration the supplemental railroad plan would certainly have to make ad- 
justments tending to equalize these extreme variations unless the combined 
effect of the basic and supplemental plans were to be something radically differ- 
ent from the present benefit structure, which the advocates of integration assert 
it need not be. The railroad worker who, under the present Railroad Retire- 
ment Act, gets the social security minimum benefit gets a greater benefit in re 
lation to the taxes paid than most other railroad workers. Any notion that he 
suffers an inequity assumes that the extreme windfalls which some individuals 
get under social security at the expense of other employees are equitable—we 
do not think they are. 

IT B-2.—Here again it is assumed that under integration the social-security 
benefit plus the railroad supplement would produce a greater combined benefit 
than such a worker now receives under the present Railroad Retirement System. 
There is no basis for such an assumption. Whether it would or would not 
would depend upon the terms of the railroad supplementary system. If it would 
not, such a worker would receive no more for his total tax payments under inte 
gration than he now receives; all that integration would accomplish would be 
to obscure the fact that nonrailroad employment has contributed nothing to 
the total benefit. 

I? C.—Integration might or might not affect the independence of the separate 
Railroad Retirement System, depending on the details of the plan of integration. 
If it would not, the argument merely indicates that integration would do no 
harm in this respect; it does not indicate any advantage to integration. How- 
ever, we are very fearful that if a plan of integration were enacted, the specific 
needs of the railroad industry with respect to a retirement system would not 
— the independent consideration by government that they have in the 
past. 

Ii D.—It is not true that present differences in benefit structure would pre- 
sent no problem. It may be that some complex plan could be worked out that 
would substantially preserve the present railroad retirement-benefit structure 
as the combined effect of a basic and supplemental system, but it cannot be said 
that working out such a plan presents no problem. When it had been worked 
out and put into effect nothing would have been accomplished except integra- 
tion for its own sake. 
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II E—It is not true that the experience of other retirement plans favors 
integration. One notable experience of many such plans has been that when 
Congress enacts liberalizations of social-security benefits in the expectation that 
it is thereby providing more adequately for the needs of beneficiaries, that expec- 
tation has not been realized because the combined basic and supplemental bene- 
fit is not increased at all—the basic system merely carries a larger proportion 
and the net effect is to reduce the contribution which the employer had agreed 
to make toward the provision of retirement benefits. 

1/1 A.—Rail workers would not find such a system more simple and under- 
standable. On the contrary they would find it very confusing. The present 
Social Security System is so complex and involved that it is safe to say that 
no worker covered by it fully understands it and very few have even an approxi- 
mate conception of what their benefit rights are under varying circumstances. 
On the other hand, most rail workers have a fairly complete grasp of what their 
penefit rights are under the Railroad Retirement System under most circum- 
stances. It is true that with respect to those affected by the social security 
minimum a complete understanding of their rights would require an understand- 
ing of the Social Security Act which they do not have. However, the bulk of the 
career employees are not personally affected by that minimum and since they 
look primarily to the terms of the railroad retirement benefit structure for their 
protection and regard the social-security minimum merely as a guaranty that 
they will not be discriminated against by reason of railroad employment, they 
are not too seriously concerned over not understanding the Social Security 
System. If, however, they were directly covered by the Social Security System, 
they would be concerned to understand both the Social Security System and the 
supplemental system, and at least the Social Security System would remain as 
incomprehensible to them as it is to workers in other industries. 

III B.—If it is possible and desirable to device a more logical and simpler set 
of benetit formulas, there is no reason why that could not be done with reference 
to the present system as well as under a plan of integration. Observance of the 
way in Which complexities and anomalies have grown under the Social Security 

System over the years makes us feel very certain that a plan of integration would 
not in fact result in a more logical and simpler set of benefit formulas but in 
quite the opnosite. 

I/I C—We do not find that administration now suffers from any lack of 
uniformity and consistency and we know of no basis for the assumption that 
administration would benefit from integration. So far as administration affects 
the individual railroad employee, it would become far more complicated by reason 
of the necessity for dealing with and complying with the requirements of two 
agencies instead of one. 

The bases of actuarial calculations under an integrated system would be no 
different from what they are right now. 

III D.—The best evidence that administration under the present system has 
not been made hopelessly complicated is the fact that the present system is being 
administered and is being administered satisfactorily. Nor has it been made 
unnecessarily complicated; a little analysis of what administration would in- 
clude under integration should make it clear that substantially the same compu- 
tations with respect to minimums, financial interchanze and 10-year transfers 
would be made under such a system but with different names attached ; compu- 
tations of this character would be more extensive since, for example, the equiva- 
lent of the social-security minimum would have to be computed with respect to 
every railroad employee to ascertain the basic social-security benefit whereas 
under the present system no such computation is necessary with respect to the 
great bulk of railroad career employees as it is apparent without computation 
that the minimum does not apply. 

IIT E.—It does not necessarily follow from integration that administration 
of a superimposed system would be under the Railroad Retirement Board or 
that one check would be issued for the combined benefits. Assuming, however, 
that integration would include these features a great deal more in the way of 
interagency transactions would be required than under the present system. 
Under the present system all railroad employees who do not meet the 10-year 
minimum service requirement deal only with the Social Security Board and 
get only one check for benefits. The great bulk of those who do meet the 10-year 
service requirement are railroad career employees who do not qualify for social- 
security benefits and deal only with the Railroad Retirement Board. The num- 
ber who qualify for both is relatively small and their impact on the total program 
has been grossly exaggerated. 
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IV.—We refer again to the demonstration made in the first 15 pages of the 
Railroad Retirement Board’s reply that there are no financial advantages to 
integration that are not achieved by the present system. The reasons assigned 
for alleged financial advantages are all fallacious: some of them are based on an 
assumed redistribution of benefits resulting in greater benefits to some but lesser 
benefits to others rather than increased total benefits ; the others are based on an 
erroneous assumption that the advantages pointed to are not already present 
in the existing system; in addition, some of the statements are either untrue ag 
a matter of fact or at least of severely qualified factual validity. See e. g, 
IV B-2. 

V.—With respect to possible future subsidies the present system presents ex- 
actly the same justification for participation by the Railroad Retirement System 
that would be present under integration and the Railroad Retirement System 
would in fact automatically participate to exactly the same degree that it would 
under integration. 

PART III 


Since we are opposed to integration as such, we are opposed to any particular 
method of integration. Asking us what method of integration we would prefer 
is like asking us what form of death we would prefer to die—we do not consider 
death so imminent as to be called upon to make a choice. 


PART IV 


I.—As we have stated both at the committee hearings and in response to the 
previous questionnaire, we do not believe that there is any adequate basis for 
recommending any change in the Railroad Retirement System at this time and we 
are opposed to the committee’s recommending any change. 

II.—If the committee should decide that integration should be the subject of 
legislation or favorable recommendation, we would oppose such recommendation 
or proposed legislation just as we have in the past and will continue in the future 
to oppose such proposals coming from other sources. If observation or experi- 
ence or future developments indicate to us that there should be further changes 
in the relationship between the Railroad Retirement System and the Social 
Security System, we shall formulate specific conclusions on the subject and 
present them to Congress for its consideration in the form of recommended 
legislation, together with the justification for its adoption. 





4. STATEMENTS AND LETTERS 


RAILROAD RETIREMENT Boarb, 
OFFICE OF THE SECRETARY, 
Chicago 11, Ill., October 30, 1952. 
Hon, Pavut H. Dovetas, 
Chairman, Joint Committee on Railroad Retirement, 
United States Senate, Washington 25, D. C. 


Dear SENATOR DovucLas: I am attaching the reply of the Railroad Retirement 
Board to the Questionnaire on Coordination of Railroad Retirement With Social 
Security, which you sent to the Board with your letter of October 9, 1952. 

In order to make clear its position on the question of “integration” of the 
railroad system with the social security system, the Board precedes its answers 
to the specific statements in the questionnaire by a general statement. The Board 
believes that this statement presents a much more comprehensive and logical 
summary than can be given by direct answers to the questionnaire only. 

The Board will, of course, be glad to cooperate in furnishing any further in- 
formation you may desire. 

Sincerely yours, 


Mary B. LINKINs, 
Secretary of the Board. 
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REPLY TO THE QUESTIONNAIRE ON COORDINATION OF RAILROAD RETIREMENT WITH 
SoctaL SEcuRITY 


INTRODUCTORY STATEMENT 


An “integration” of the Railroad Retirement System with the Social Security 
System as used in the questionnaire presumably means (1) the direct extension of 
social-seecurity coverage to railroad workers and (2) the transformation of the 
Railroad Retirement System into a supplementary system providing benefits in 
addition to those payable through the Social Security System. Specifically, it 
implies an arrangement by which: (1) A basic social-security benefit would be 
paid by the Social Security Administration (SSA) on the basis of combined 
railroad and social security employment and a supplementary benefit would be 
paid by the Railroad Retirement Board (RRB) on the basis of railroad employ- 
ment, and (2) the prevailing social-security tax would be paid by employers 
and employees to the Social Security System for the purpose of financing the 
basic benefit and an additional tax would be paid to the Railroad Retirement 
System for the purpose of financing the supplementary benefit. The additional 
tax would be at the rate necessary to support the supplemental benefit structure 
on a sound actuarial basis. 

In the sense just described, the Railroad System is not “integrated” with the 
Social Security System. Through the 1946 and especially the 1951 amendments 
to the Retirement Act, the two systems are, however, coordinated, and the method 
of coordination is such as to secure all the advantages that can be achieved by 
integration. The effects of coordination can be studied from four standpoints: 
the payment of benefits, the collection of taxes, the problems of financing, and 
administration. 

RENEFITS 


Guarantee of benefits at least as high as under social security —Because of 
the social-security minimum-guarantee provision,’ railroad benefits are at least 
as high as they would be under the social-security formula. There are a few 
minor exceptions, but they are not inherent in the method of coordination. They 
can be eliminated within the framework of the present system, if desired, with- 
out the device of integration. Roughly speaking, the railroad benefit is higher 
if it is a retirement benefit based on more than 15 years of service, an aged 
widow's benefit based on more than 20 years of service after 1936, or any survivor 
benetit based on the employment of an individual who had little or no service after 
1936, but who had retired before 1948 on 10 or more years of service or had been 
taken over from the carrier pension rolls in 1937; it is the same in other cases. 
The Railroad Retirement System is, of course, complete in itself, covering a wide 
range of benefits based primarily on railroad service. For the purpose of the 
present discussion of “integration,” however, it may be considered as equivalent 
to a social-security benefit egual to what would be payable under the social- 
security formula on the basis of combined earnings after 1936, and an additional 
benefit based on total railroad service. (If the beneficiary is also receiving a 
benefit from SSA, the first part would be only the additional amount that would 
be payable if railroaod employment were included in the calculation of the 
SSA benefit.) Hereafter in this discussion the first portion will he called the 
minimum benefit and the second portion the additional railroad benefit. It is 
obvious, of course, that if the railroad-retirement benefit is being paid under 
the social-security formula, there will be no additional railroad-retirement bene- 
fit. On the other hand, if the beneficiary is not able to meet the eligibility re- 
quirements of the Social Security Act, the minimum benefit (social security 
part) is not applicable and the additional benefit becomes the entire benefit. 





1 Under this provision, the total of monthly retirement benefits payable under the Rail- 
road Retirement Act to an employee and his wife (or her husband), together with any 
benefits payable under the Social Security Act to the employee and his wife (or her hus- 
hand) and children, may in no case be less than the total that would be payable under 
the latter act if railroad employment were credited as social-security employment. Thus, 
if the employee’s railroad annuity, plus the annuity payable to the wife or husband, if 
‘ny, is less than the difference between (a) the amount that would be payable under the 
Social Security Act to the employee, the wife or husband, and the children, if the 
employee's railroad service after 1936 were credited as social-security employment along 
with any other social-security employment he may have, and (b) the amount payable under 
the Social Security Act on the basis of the employee's social-security employment, if any, 
then the total of the annuities to the employee and spouse is raised to that difference. 
Under this same provision, the total of monthly survivor benefits payable on the death of 
an employee may not be less than the amount that would be payable under the Social 
Security Act on the death of the same employee, if his railroad employment after 1936 
were included as soctal-security employment along with any other social-security employ- 
ment he may have had. 
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Continuity of protection for workers under both systems.—Through the 10-year 
provision, as well as the minimum guaranty provision, the railroad employee 
and his survivors, from the point of view of the benefits they receive, have a}! 
the social-security protection that would be available through integration. The 
employee suffers no loss in the continuity of his basic social-security coverage 
through shifts in employment between the railroad and social-security systems 
If he accumulates less than 10 years of railroad service, he will look to SSA for 
his retirement benefits which will be based on his combined employment after 
1936 in both systems. If he accumulates 10 or more years, he will look to RRB 
for retirement benefits based on all his railroad service and to SSA for any 
benefits to wheih he may be entitled based on social-Security employment only, 
He is assured that the combined benefits (or the former alone if he is not eligible 
for the latter) will be at least as large as the social-security benefits that would 
be payable under an integrated system. Survivor benefits are paid on the basis of 
combined employment records by one agency only. That agency is RRB if the 
employee had 10 years of railroad service and a recent attachment to the industry 
at the time of his death; otherwise itis SSA. If it is RRB, the benefits would be 
at least as high as they would be if it were SSA. 

Elimination of dual bencfits—The present method of coordination achieves, 
at least in major part, another objective of integration through the elimination 
of dual benefits to individuals who become eligible under each system separately. 
Dual benefits are eliminated entirely for survivors, since survivor benefits may 
be paid by one agency only. When these benefits are paid by RRB, moreover, 
they are reduced by any other benefits to which the survivor is entitled under 
either system, either on his own employment record or as the survivor of some 
other individual. Dual benefits are now eliminated in major part for retired 
employees through the provision requiring a reduction in the railroad annuity 
where there is eligibility under both systems. The reduction is in the full amount 
of the old-age benefit or, if less, in the amount contributed to the annuity by 
railroad service before 1937. The annuity payable to the wife of an employee 
whose own annuity is reduced under the dual benefit restriction is computed from 
the employee's reduced annuity. Moreover, the wife’s annuity is reduced to the 
extent of any social-security benefits she is entitled to receive in excess of her 
social-security wife’s benefit. 

It is possible, within the framework of the present Railroad Retirement Act, 
to extend these provisions in order to eliminate dual benefits completely if it 
is deemed desirable to do so. It does not require an integration of the two 
systems to accomplish this. The only situation of any consequence in which 
dual benefits are permitted is the one in which an employee has had little or 
no railroad service before 1937 but can still qualify for retirement benefits 
under both systems. Cases of this type are relatively uncommon at the present 
time and will remain so for several years. 

Reciprocal application of work clause.—An argument is sometimes made in 
favor of integration on the ground that the separate existence of the railroad 
system permits a beneficiary of one system to escape the application of the 
work clause by seeking employment in the other system. This is not true for 
survivor beneficiaries; retired employees may do so with certain limitations. 
As far as a beneficiary of the Social Security System is concerned, railroad 
employment is already treated exactly like social-security employment for the 
purpose of the work clause. If he is under age 75, he may not earn more than 
$75 a month in railroad service and still receive his social-security benefit. 
A railroad survivor beneficiary likewise has his benefit suspended if he earns 
more than $75 a month in social-security employment. A retired railroad em- 
ployee may work under social-security coverage if he does not work for his 
last employer before retirement, except that if he is a disabled person under 
age 65 the benefit ceases if he continues working after having earned more than 
$75 a month for six consecutive months. However, while the annuitant over 
age 65 may work under social-security coverage without penalty he may do 
so only until he becomes insured under the Social Security Act. (Until July 
1954, insured status is acquired on a mere six quarters of coverage). Once lhe 
becomes insured, the dual-benefit provision applies. 

Integration of the two systems is not necessary to achieve a uniform work 
clause for all beneficiaries. This can be accomplished within the framework 
of the present Railroad Retirement Act, if desirable. 

Total funds available for benefits unaffected by integration—A final argu- 
ment, from the standpoint of the benefits paid, that may be made for integration 
is that, while Railroad Retirement Board pays no less than Social Security 
Administration would pay, it sometimes pays no more. In other words, the 
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additional railroad benefit referred to earlier is sometimes zero. Presumably, 
ynder integration, the supplementary benefit paid by Railroad Retirement Board 
would always be some reasonably substantial amount, assuming the employee 
had enough railroad service to qualify for that benefit. It will be shown below 
under “Financing” that integration by itself cannot create additional funds 
for the payment of benefits. Therefore, if the total tax and the total benefit 
cost were to remain the same, a provision for a substantial increase in the 
present level of benefits for any group must be balanced by another provision 
reducing benefits in some other area. 

Coneiusion.—Basically, therefore, the aggregate of benefits that ean be estab- 
lished in an integrated system is already achieved through the present method 
of coordination, If Congress or the railroad industry at any time considers that 
the Railroad Retirement Act does not provide the proper distribution of bene- 
tits, changes can be made by simple changes in the present Railroad Retirement 
Act and within the present system of coordination. There remains, therefore, 
only one fundamental difference, from the standpoint of the beneficiaries, between 
“integration” and coordination. Under “integration” they would receive bene- 
fits from two agencies, under the present arrangement generally from one. This 
subject is considered below under “Administration.” 


TAXES 


A basie consideration in the discussion of taxes is the fact that railroad taxes 
now total 124%4 percent on employers and employees combined. There appears 
to be complete agreement among all concerned that the total taxes shall not now 
or later exceed 1214 percent. Therefore, social-security taxes must be consid- 
ered at the level rate of 6 percent and not at the temporary rate of 3 percent; 
to use the latter would mean a later total rate for railroad employees an! em- 
ployers substantially above 1214 percent. Thus, the cost of benefits as a whole 
> for the long run must not exceed 12% percent. Any increase in benefits for any 
) croup of employees can only be attained at the expense of lower benefits for 
™ some other group. Since it is impractical to lower benefits once established for 
any substantial group, this means that any increase would require higher taxes 
now or later, and this cannot be considered. 

For purposes of this discussion of “integration,” the 12%-percent railroad 
retirement tax may conveniently be considered as the equivalent of (1) the pre- 
vailing social-security tax rate—3 percent now and 6% percent eventually, and 

= (2) the remain'er—914 percent now and 6 percent eventually. Under the finan- 
; cial reimbursement provision,’ the first portion is allocated to the Social Secu- 


’ 


rity System, which, in return, assumes the cost of the minimum benefit discussed 
above. The remainder of the tax stays with the railroad system. Since the 
total tax payable under an integrated system may not exceed the present 124 
i percent, taxation under “integration” would differ from the present method of 

coordination in only one respect—the social-security portion of the tax would 
i be paid directly to the Social Security System instead of being paid indirectly 





through the reimbursement arrangement. In practical effect, therefore, the 
d fforence is only an administrative one. 
Specifically, the law requires the Board and the Federal Security Administra- 
tor to determine, by January 1, 1954, “the amount which would place the Federal 
| old-age and survivors insurance trust fund in the same position in which it would 
» have been at the close of the fiscal year ending June 30, 1952, if service as an 
+ employee after December 31, 1936, had been included in the term ‘employment’ 
» as defined in the Social Security Act.” If railroad employment had been credit- 
able under the Social Security Act, the Social Security System would have col- 
lected taxes on railroad earnings and would have paid benefits and administra- 
tive expenses on the basis of these earnings. Therefore, the social-security fund 
is to be: 
(a) credited with taxes it would have collected on railroad employment 
through June 1952, and 
(b) charged with the increased.benefits and administrative costs it would 
have paid by including railroad retirement employment through that date. 
This will result in a net initial credit to the old-age and survivors insurance trust 
fund as of June 30, 1952. 





?The Railroad Retirement Act provides for a mutual reimbursement between the rail- 
road retirement account and the old-age and survivors insurance trust fund iu such amounts 
as would place the latter in the same position in which it would have been had the railroad 
employment always been included in social-security coverage. 
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750 RETIREMENT POLICIES AND RAILROAD RETIREMENT SYSTEM 


Beginning with 1952-53, the law further requires the two agencies to dete, 


mine each year the additional taxes the Social Security System would have ¢o}. 
lected, and the additional disbursements it would have paid, had railroad em- 
ployment been considered social-security employment. If the taxes exceed (js. 


bursements, the difference is to be transferred from the railroad retirement ac. 
count to the old-age and survivors insurance fund. If, on the other hand, dis. 
bursements are greater than taxes, the difference is to be transferred from the 
old-age and survivors insurance fund to the railroad retirement account, except 
that the Federal Security Administrator may apply the amount to reduce the 
initial credit referred to above. 

FINANCING 


It has been shown that “integration” with the Social Security System can, 
fundamentally, accomplish no more than provide that the minimum benefit be 
paid directly by Social Security Administration and that the corresponding tax 
be paid directly to Social Security Administration. Such a procedure obviously 
cannot release any more money for Railroad Retirement Board to pay the adidi- 
tional railroad retirement benefits than is already available. In other words, 
integration cannot create additional funds for the payment of higher benetits 
payable over the lifetime of the system to beneficiaries as a whole. 

Since the total railroad tax is 124% percent, and since the level social-security 
tax is about 6 percent, it follows that a tax of about 6% percent is available to 
finance the additional railroad retirement benefits. On that basis, it may je 
argued that under “integration” advantage could be taken of the low social- 
security tax now in effect to lower the total tax on railroad employers and 
employees to 9% percent—the social-security tax of 3 percent and a tax of (4 
percent to finance the remaining benefits. This is true, but the immediate reduc- 
tion in taxes can be accomplished only at the expense of increases in taxes later, 
since the railroad actuarial calculations make allowance for the temporarily 
lower social-security tax and for the scheduled increases. Increases would be 
necessary as social-security taxes rise over the next 18 years until they reach 
a maximum of 6% percent in 1970, but, over and above that, further increases 
would be necessary to make up for the loss in revenue the retirement account 
would otherwise get from the higher tax collections during the years in which 
the total tax is under 12% percent. Ultimately, therefore, “integration” would 
require a total tax on employees and employers of substantially more than the 
present maximum of 121% percent, if the total tax were immediately reduced to 
9% percent. 

It may also be argued that if the Railroad Retirement System were integrated 
with the Social Security System the former would get the benefit of any Govern- 
ment subsidy that may eventually be given to the latter. Under the present 
coordination, however, any subsidy to the Social Security System automatically 
passes over to the Railroad Retirement System. No matter how valuable the 
social-security benefits are in relation to social-security taxes, the financial 
advantages are realized by the railroad system, through the reimbursement 
provision, at a cost equal to the prevailing social-security tax rate. 

Since “integration” by itself cannot bring about an increase in the additional 
railroad service benefits in the aggregate, it can produce a supplementary benefit 
system that would pay higher benefits in some categories than those now pro- 
vided by the additional railroad benefits only by paying lower benefits in other 
categories, unless the over-all tax rate is increased beyond the present 12's 
percent. If it is desirable to do so, it has been shown that this can be done 
within the framework of the present system of coordination. As a practical 
matter, however, experience proves that a major rearrangement of the benefit 
provisions of a Government pension program always increases the total costs. 
In the 1946 and 1951 amendments to the Railroad Retirement Act, and in the 
1948 amendments to the Civil Service Retirement Act, some decreases were 
provided for relatively small groups but they were considerably outweighed by 
the increases. However, the decreases were made applicable only to future 
awards and not to those already in effect and in at least one instance the original 
benefit was later reinstated. 

Related to the problem of financing is the question: Does the Railroad Retire- 
ment System pay less in benefits in proportion to taxes than does the Social 
Security System? If the question is related to the aggregate of benefits payable 
over the lifetime of the systems, rather than to the level of benefits payable to 
any particular group or for any particular period, then the answer is “No.” 
An argument is sometimes made for integration under the erroneous impression 
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that an affirmative answer can be given. The question calls for a negative 
answer, first, because the ratio of the actuarial value of the benefits to that of 
the taxes in the Railroad Retirement System is not lower than in the Social 
Security System; second, because even if we assume that the Social Security 
System gives more benefits per dollar of tax than other systems, the railroad 
system gets full advantage of the favorable ratio through the reimbursement 
arrangements. ’ 

The cost of any system over the long run will be equal to benefits plus adminis- 
trative expenses. Administrative expenses are, relative to benefits paid or taxes 
collected, a little lower for the Railroad Retirement than for the Social Security 
System. The total cost of administration for either, however, is so low that the 
difference is unimportant. The social-security tax rate is now only about half 
the level cost, but the graduated tax schedule is intended to yield a level rate 
equal to benefits and administrative expenses. The railroad retirement tax rate 
is now at its maximum of 12% percent and, if anything, is somewhat less than 
the estimated level cost. The main point is, however, that, in a self-supporting 
system, as each is intended to be, the value of the benefits and the value of the 
taxes must over the life of the system balance each other. 

An erroneous comparison is often made between the two systems based on the 
fact that the social-security tax rate is at present only one-fourth the railroad 
rate and the average old-age benefit one-half the average railroad retirement 
annuity. Such a comparison is misleading because it overlooks the following: 

1, The social-security tax will rise progressively over the next 18 years until 
it reaches 61% percent; the railroad tax is already at its maximum. The validity 
of any tax comparison is, at best, open to question, but if any is made it should 
be on the basis of the level tax rates of the two systems—about 6 percent for 
social security and 12% for railroad retirement. 

2. The averages are not comparable because they do not allow for about 25,000 
railroad retirement benefits currently payable, at an average rate of $90 a month, 
to individuals who, although past age 65, would not have qualified at all for 
social-security benefits. They make up about 11 percent of all current payments 
to retired employees past age 65. 

8. The averages are not comparable, also, because they do not reflect the 
large sums of money payable to disabled railroad employees before age 65. About 
47,000 such persons, comprising 17 percent of all retired employees on the bene- 
fit rolls, are now drawing an average of $92 a month. 

4. The averages do not reflect the situation with respect to survivor benefits. 
About 30,000 railroad survivor benefits, at an average of $40 a month, are being 
paid to individuals who could not qualify under the Social Security System; 
they make up about 19 percent of all monthly survivor benefits. Moreover, the 
Social Security System has no benefit corresponding to the railroad residual 
payment, which is currently being disbursed at the rate of about a half-million 
dollars a month. 

5. In general, railroad retirement benefits are payable to retired employees 
working in social-security employment; old-age benefits are not. At the present 
time, about 15,000 retired employees, drawing an average of $80 a month, are 
working in social-security employment. 

If all these differences are allowed for, and since each system is meant to be 
self-supporting, it will be found that, for all beneficiaries and over the long run, 
benefits equal taxes in each system. Certain categories of beneficiaries may for 
certain periods get relatively more in one system than in the other. But that 
_ means that, to the extent that they do, other categories will get relatively 

ess. 

Another way of looking at the railroad system is to consider that each rail- 
road employee pays a tax equal to the social-security tax plus something in 
addition and receives a benefit equal to the social-security benefit plus some- 
thing in addition. With respect to the first part of the tax and the first part of 
the benefit, he is in the same position as he would be if he had been under so- 
cial-security coverage. With respect to the second part of the tax and the 
second part of the benefit, it is appropriate to consider whether railroad em- 
ployees as a group are getting a good buy for their extra taxes. The answer 
is that they are. It can be shown that it would be impossible to get through 
any other arrangement any more protection than the railroad system affords in 
addition to that offered by the Social Security System in return for the taxes 
charged by the former in addition to those charged by the latter. 
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ADMINISTRATION 


The difference between integration and coordination reduces itself funda- 
mentally to a difference in methods of administration. The present method of 
coordination is administratively simpler than integration. Railroad employers 
now report to and deal with one agency. Railroad employees and their sur. 
vivors (except where dual benefits are allowed) apply for their benefits to one 
agency and receive their benefits in a single check from the same agency. Under 
an integrated system, employers would be required not only to report to two 
agencies but to re ort on two different bases, since the present methods of cred. 
iting compensation are not the same under the two systems. This could pre- 
sumably be avoided by revising the present method of crediting compensation 
under the railroad system, but such a revision would create a considerable prob. 
lem of making the transition from the old to the new. Two agencies would 
have to adjudicate all claims. Employees would, therefore, have all the incon- 
veniences of dealing with two agencies in applying for benefits, submitting proofs 
of age, receiving checks, obtaining information and instructions, reporting em- 
ployment, filing appeals, ete. 


FEeperRAL SECuRITY AGENCY, 
Washington, October 81, 1952. 
Hon. Pavut H. Dovctas, 
Chairman, Joint Congressional Committee on Railroad Retirement, 
United States, Senate, Washington, D. C. 

Dear SENATOR Dovuctas: This is in reply to your letter of October 9 with which 
you enclosed a questionnaire entitled “Questionnaire on Coordination of Railroad 
Retirement With Social Security.” You request our views on the statements con- 
tained in the questionnaire. 

Before taking up the various sections of the questionnaire I would like to re- 
affirm the position of the Social Security Administration as to the role which 
should be played by the Railroad Retirement System and the Railrond Retire- 
ment Board in providing protection for railroad workers and their families. We 
believe that the Railroad Retirement System should be retained as a completely 
independent system providing benefits supplementing those available under the 
general Old-Age and Survivors Insurance System, or types of benefits not avail- 
able under the general system. We believe also that the administration of the 
railroad program should continue to be completely independent of the Federal 
old-age and survivors insurance program. We have always recognized the need 
for a separate benefit program tailored to meet the special needs of workers in 
the railroad industry. 

Sincerely yours, 
A. J. ALTMEYER, 
Commissioner. 





BUREAU OF THE Bupncet REPLY TO QUESTIONNAIRE ON COORDINATION OF THE RAIL- 
ROAD RETIREMENT AND OLD-AGE AND SURVIVORS INSURANCE SYSTEMS 


NOveMBER 10, 1952. 
This memorandum covers points raised by Senator Douglas, chairman of the 
Joint Congressional Committee on Railroad Retirement, in the Questionnaire on 
Coordination of Railroad Retirement with Social Security transmitted to the 
sureau of the Budget by his letter of October 10, 1952. As requested, the 
memorandum follows the outline of the questions, with four main divisions 
dealing respectively with arguments against coordination, arguments for coordi- 
nation, possible methods of coordination, and possible committee action. Be- 
cause of the short time allowed for answering the questionnaire and our current 
preoccupation with the 1954 budget, the comments are confined to major points. 
Much of this ground was covered in the Bureau’s memorandum of August 6, 
1952, on the Railroad Retirement System and Its Relationship With Other Gov- 
ernment Retirement Systems, prepared in response to an earlier request from the 
joint committee. A copy of the earlier memorandum is attached and references 
to it are included in the present memorandum. 
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PARTI. COMMENTS ON ARGUMENTS AGAINST COORDINATION OF THE RAILROAD 
RETIREMENT AND OASI SYSTEMS 


The terms, “coordination” and “integration” employed in the questionnaire 
have been used in various ways in discussions of this subject. For purposes of 
this memorandum, it is assumed that “coordination” refers to proposals such 
as those made by the Advisory Council on Social Security of the Senate Com- 
mittee on Finance in 1948 and by the President in his budget message in Jan- 
uary 1951. These proposals were (1) extension of basic old-age and survivors 
insurance protection to all workers and (2) the provision of additional special 
benefits to particular groups through staff pension systems supplementing the 
OASI benefits. 

If this general plan were adopted for the railroad industry, the Railroad Re 
tirement System would continue as a separate Government-operated system in 
full charge of these additional benefits to railroad workers, just as the company 
or industry staff pension systems now provide supplementary benefits to workers 
in the automobile, steel, coal mining, and other industries. In this type of co- 
ordination, the Railroad Retirement System would not be absorbed or “inte- 
grated” into the OASI system, but their respective roles and responsibilities 
would be clarified. The division would be along horizontal lines instead of along 
the present vertical basis with its overlapping provisions. The coordination 
would be accomplished by adjusting the relationships between the basic benefit 
formulas without the many detailed alternative computations and minimum 
benefit provisions through which coordination is now sought. 





ASSOCIATION OF AMERICAN RAILROADS MEMORANDUM IN RESPONSE TO QUESTION- 
NAIRE ON COORDINATION OF RAILROAD RETIREMENT WITH SOCIAL SECURITY 


OcrToser 31, 1952. 


The railroads are vitally interested in fair and equitable retirement and 
survivor benefits for railroad employees on a sound financial basis at not 
more than the present cost. Consistent with that interest, the railroads are 
constantly on the lookout for ways by which those ends can be accomplished, 
and have carefully considered the questionnaire to which this memorandum is 
our reply. 

Our studies of:the questionnaire have convinced us that in view of the many 
possible kind of integration and the present lack of proven data upon which 
intelligent conclusions can be based, categorical answers to the various questions 
listed in the questionnaire cannot be supplied on behalf of the railroad industry. 
The views of the railroads have therefore been set forth in this general state- 
ment. The committee will of course appreciate that this treatment of the subject 
matter of the questionnaire should not be deemed to constitute an adoption on the 
railroad industry’s part of any of the statements contained in the questionnaire. 

The Railroad Retirement System provides for a comprehensive scheme of re- 
tirement and survivor benefits. The best available information points to the 
fact that the system is presently underfinanced. It is clear, therefore, that the 
benefits cannot be increased without providing more revenue. As the railroads 
have consistently stated, it would be almost fantastic to increase the tax on the 
railroads for retirement purposes. (See the railroads’ Memorandum in Re- 
sponse to Questionnaire, filed with the Joint Committee on Railroad Retirement 
on September 12, 1952. 

Coming now to the subject of the questionnaire, it will be recalled that in 
the course of the congressional studies of the Railroad Retirement Act which 
resulted in the passage of the amendments in 1951, it was ultimately determined 
that there should be some integration between the railroad retirement account 
ani the old-age and survivors’ insurance fund. This was brought about by the 
enactment of what is now section 5 (k) (2) of the Railroad Retirement Act, to 
the effect that the railroad retirement account is to be credited with the amount 
which its separate existence have saved the old-age and survivors insurance 
fund. In other words old-age and survivors insurance will pay the railroad 
retirement account the amount of benefits which would have been due railroad 
workers if railroad service had been covered by old-age and survivors insurance 
and in exchange railroad retirement will pay the old-age and survivors insurance 
fund the amount of taxes which such workers would have paid under the 
Federal Insurance Contributions Act. 

The intent of the Congress in enacting this provision is clearly shown in the 
conference report (H. Rept. No. 1215, 82d Cong., 1st sess.), which accompanied 
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H. R. 3669, the bill that eventually became Public Law 234, Eighty-second Con- 
gress, wherein the following was said: 

“The language of the Senate amendment was designed to establish the prin- 
ciple that the Federal old-age and survivors’ insurance trust fund should be 
maintained in the same position it would have been in if there had been no 
separate railroad retirement system. The conference substitute follows the 
language of the Senate amendment on this point.” 

In addition to the reimbursement provisions above referred to, other amend. 
ments enacted in 1951 resulted in a guaranty to each railroad employee of 
basic social security benefits plus such additional benefits as his employment 
might entitle him to under the Railroad Retirement Act. 

It will thus be seen that the 1951 amendments to the Railroad Retirement Act 
which are presently in effect already have in substantial measure accomplished 
the objectives of full integration as between the Railroad Retirement System on 
the one hand and the Old-Age and Survivors’ Insurance System on the other, 
which the sponsors of that legislation sought. 

It is clear that the Railroad Retirement Board also is of the view that the 
objectives of full integration have been accomplished. This was shown by the 
statement it submitted to your joint committee, dated September 5, 1952, con- 
cerning interrelationships between the Railroad Retiremen and O!d-Age and 
Survivors’ Insurance System. The Railroad Retirement Board stated, in its 
conclusion 6: 

“It thus appears that all the important objectives of coordinating the railroad 
and social security programs were achieved within the framework of the present 
system by means of the amendments of 1951.” 

Furthermore, the Board even went so far as to say, in conclusion 6: 

“The Board cannot see any better method of achieving the objectives of coordi- 
nation, or any desirable method of effecting anv further savings or providing 
additional benefits, than has already been provided by the 1951 amendments.” 

The railroads believe that it is premature to consider changes in the integration 
of the Railroad Retirement System with the OASI. The present statutory pro- 
visions integrating the two systems were only recently enacted. In fact, the 
reimbursement provisions of section 5 (k) (2) of the Railroad Retirement Act 
have not yet become operative. Until these provisions have been in operation 
long enough for the practical experience gained under them to serve as a reliable 
guide, it would be unwise to consider any change in the present method of inte- 
gration between the two systems. 

As was said in the Railroad Retirement Board’s statement of September 5, 
1952, previously mentioned : 

“Very little information is available on the basis of which final figures can be 
reached as to the effect of the 1951 amendments. The full effect of those amend- 
ments (specifically of those provisions relating to coordination between the two 
systems) cannot, of course, be determined from a statistical and actuarial stand- 
point until the Board has had more experience with them and time to analyze 
that experience. The Board therefore believes that to give consideration at the 
present time to any alternative plan of coordination or to an extension or con- 
traction of the present area of coordination would be premature.” 

The principal danger of attempting to provide for more integration at this time 
is the risk always inherent in experimentation based upon inadequate experience. 
Such experimentation might not only fail in the desired ends but might also 
completely negative the effect which it is believed the present integration provi- 
sions will have. On the other hand, the experience gained from a reasonable 
period of operation under the present integration should develop whether or not 
more integration is necessary, as well as the form such additional integration, 
if any, should take. 

In these circumstances, it is the position of the railroads that proposals for 
change in the method of integration between the Railroad Retirement System 
-— the Old-Age and Survivors’ Insurance System should not be considered at 
this time. 





THE AMERICAN SnHort LINE RAILROAD ASSOCIATION, 
Washington 6, D. C., October 30, 1952. 


Hon. Pavut H, Doveatas, 
Chairman, Joint Committee on Railroad Retirement, 
Senate Office Building, Washington, D. C. 
My Dear Senator Doveras: Replying to your letter of October 9, 1952, and 
the questionnaire submitted therewith, concerning coordination of Railroad 
Retirement with with Social Security : 


PR a iy 
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We have given careful study to the questionnaire, and to the subject in general. 
We find that we do not have sufficient detailed information to enable us to reply 
to your questionnaire question by question. 

Our position, however, can be succinctly stated. It is our view that the Rail- 
road Retirement System, which is predicated upon conditions peculiar to the 
railroad industry, should be continued as a separate system, and that it is prae- 
tically impossible to integrate it with the so-called Social Security System. We 
pelieve that the 1951 amendments to the Railroad Retirement Act go about as far 
as it is practical to go in coordinating the Railroad Retirement System with the 
Social Security System. We believe the testimony presented to the respective 
eommittees during the consideration of the 1951 amendments of the Railroad 
Retirement Act quite clearly demonstrates the soundness of our position. 

it is our desire to be as helpful to you as possible, but, under the circumstances, 
we do not believe that we can furnish you any information which would be of any 
yalue to your committee in its consideration of this subject. 

We appreciate the opportunity you have given us to express our views, and 
hope that your committee will conclude that our position is sound. 

Sincerely yours, 





J. M. Hoop, President. 
5. ALTERNATIVE PROCEDURES FOR INTEGRATION 


The final question with respect to proposals for integrating the 
two systems relates to how it might be accomplished procedurally. 
This issue is of importance for three reasons: First, in order to 
enable the Congress and the parties concerned to consider the basis 
for the legislation, if any, to be drafted on this subject; second, in 
order to consider the merits of each plan—which vary considerably, 
and which directly affect the merits of the entire question of inte- 
gration; and, third, to examine the validity of the many statements 
over the past several years which have opposed integration on the 
grounds that it was impossible of achievement. Naturally, various 
technical problems would have to be solved before such legislation, if 
desired, could be enacted, but these would not be impossible of solution 
nor need the results be impossible of comprehension. Under an inte- 
grated system, the railroad plan would still have to be designed to 
meet the needs of the railroad industry, without endangering the 
rights of present employees, pensioners, annuitants, and survivors. 

The Railroad Retirement System was planned primarily for a 
particular industry and the benefit formula emphasizes length of 
service and amount of contributions paid. The Social Security Act, 
on the contrary, was primarily planned to be a social measure, so that 
low-paid workers and workers with dependents are favored by that 
benefit formula. As shown by previous comparisons, the definitions, 
eligibility provisions, and benefit structure of the two systems differ 
on several points, though similar in many respects. Briefly sum- 
marized, the primary differences in the Railroad Retirement System 
which need to be considered are as follows: 

A. Provision for earlier retirement on a reduced annuity for men 
and on full annuity for women. 

B. Provision for retirement because of total permanent disability 
and occupational disability. 

C. Credit for working after age 65. 

D. No work clause for age annuitants working outside of industry 
for other than last employer. 

E. Annuities based directly on length of service. 

F. Specific credit for service before 1937. 
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G. Assumption of liabiliti ies for paying benefits to pensioners who 
were on companies’ pension rolls when Railroad Retirement 
System was created. 

H. Higher tax rate. 

I. More liberal benefits. 

J. More liberal method of computing average wage for benefit 
purposes. 

K. Separate fund or account in Treasury. 

L. Separate and different wage records. 

M. Guaranty of benefits greater than taxes contributed. 


The Social Security Administration, in their reply to the committee 
questionnaire, pointed to the possibility that the Social Security Act 
itself would be amended to provide for similar benefits in some instances 
which would make an integrated system easier to effect. The Rail- 
road Retirement Board and the Social Security Administration both 
agreed in their answers that if these were the only obstacles of integra- 
tion they could be overcome. 

In making its study of the various types of plans by which an indus. 
try retirement plan such as the Railroad Retirement System might 
be integrated with the Old-Age and Survivors Insurance System of 
Social Security, the committee asked the Social Security Administra- 
tion to illustrate various approaches used in coordinating the benefits 
payable under private systems with old-age insurance benefits. The 
following information is taken from the material supplied by that 
agency, based upon the latest information available with respect to 
general methods of coordination in actual use today. 


SuMMARY OF SomME MetHops Usep IN PrIvATE PLANS TO SUPPLEMENT OLD-AGE 
AND Survivors INSURANCE BENEFITS 


(September 26, 1952) 


In general there are two basic methods of relating retirement benefits under a 
private plan with the retirement benefits provided under the Federal old-age and 
survivors insurance program. One is the “offset” method; the second is the 
“additive” method. Under the “offset” method the total pension provided for the 
workers by the private retirement plan is reduced by the full amount of the social- 
security benefits payable to the worker, or by some part (usually one-half) of the 
social-security benefit. Under the “additive” method the benefits provided by the 
private plan are not reduced by the amount of the social-security benefit which 
may be payable, or by any fraction of that amount, but are based on a formula 
which takes into account the fact that a social-security benefit will also be payable. 

A plan which uses the offset method specifies the total amount of the benefit 
which the worker is to receive, and that total includes the worker's social-security 
benefit. In other words, the plan provides a pensioner with a monthly amount 
which, when added to his social-security benefit, gives him the specified total of 
benefits. Under this type of plan an increase in the amount of the worker's social- 
security benefit because of changes in the law or for some other reason does not 
result in a similar increase in the total of the retirement benefits which he re- 
ceives, 2s all, or a fraction, of the increase is deducted from the private pensiou. 
The offset type of plan is commonly used in many union-negotiated plans cur- 
rently being adopted. The typical negotiated pension plan provides retirement 
benefits of $100 to $125 a month, including social-security benefits, for employees 
age 65 or over with 25 to 30 vears of service. Reduced benefits are usually 
provided for employees with fewer years of service. 

Examples 1 and 2 in the attached descriptive summary and table describe 
offset types of plans. 

As mentioned above. the benefits provided under a private plan which uses the 
additive method do take into account the benefits provided under the Federal 
program even though there is no direct reduction in benefit amounts because of 
the payment of old-age and survivors insurance benefits. The most common 
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method of taking Federal benefits into account is to provide for reduced benefits 
(and reduced contribution rates) on the first $3,000 or $3,600 of the employee's 
vearly earnings on the assumption that a social-security benefit will be based 
ent rely upon this part of the workers’ earnings. (Since the 1950 social-security 
amendments, old-age and survivors insurance benefits are based on the first 
$3,600 of the worker’s annual earnings. Since most private plans were put into 
effect when the maximum annual earnings or old-age and survivors insurance 
purposes was $3,000, however, they still have the breaking point at $3,000, rather 
than at $3,600.) In some few cases, particularly in plans or high-salaried em- 
ployees, the private plan may not apply at all to the first $3,000 or $3,600 of the 
employee’s annual salary. 

In a comparatively small number of plans based on the “additive” approach, 
the first $600 or $1,200 of the employee’s average annual earnings either are 
discounted entirely insofar as the contributions and the benefit formula are 
concerned or are subject to lower contributions and yield proportionally lower 
benetits. The $1,200 breaking point takes into account the fact that the present 
old-age and survivors insurance benefit formula returns to the worker 55 percent 
of the first $100 of his average monthly wage but only 15 percent of the next $200 
of the average monthly wage. Consequently, translated to annual terms, the 
Federal program returns a much higher proportion of the first $1,200 of the 
worker’s yearly earnings than of the next $2,400. Until the 1950 social-security 
amenments, the weighting of the old-age and survivors insurance formula to 
return a high percentage of the lower part of the average monthly wage applied 
to the first $50 of monthly earnings; this explains why some plans still use $600 
as the breaking point. 

Examples Nos. 3, 4, 5, and 6 in the attached descriptive summary and table are 
illustrations of the additive type of approach. 

A great many plans are a combination of these two basic approaches—that is, 
they provide two alternatives insofar as the benefit amount is concerned: A 
benefit amount payable without a deduction because of social-security benefits ; 
and a guaranteed minimum benefit from which the social-security benefit is to 
be deducted. Whichever alternative computation yields the higher benefit to the 
worker is the one which applies. Examples 8, 9, and 10 illustrate plans which 
use this dual approach. 

Some plans can be categorized as neither offset, additive, nor combination 
type. There are plans which have no provisions which per se take into account 
old-age and survivors insurance benefits. However, the plans provide benefits 
which presumably were set or retained at the existing levels on the assumption 
that old-age insurance benefits would be payable. Examples 11 and 12 are 
illustrative of this type. 

The attached descriptive summary of several examples of private retirement 
plans illustrates various methods of providing retirement benefits coordinated 
with old-age and survivors insurance benefits. It gives general information 
about each plan and information about eligibility provisions, benefit formula, 
and the way social-security benefits are taken into account. Most of the retire- 
nent plans contain some provisions for disability benefits; these provisions are 
also summarized. 

Table 27 gives the amounts of the retirement benefits payable to the employee 
under the several examples of private retirement plans described in the summary 
and under the old-age and survivors insurance program, assuming average 
monthly earnings of $100, $200, and $300, and assuming 10, 20, and 30 years of 
service. As indicated in footnote 3 of the table, the amounts of the old-age insur- 
ance benefits shown are those payable to the employees only; additional benefits 
under old-age and survivors insurance will ordinarily be payable to the em- 
ployee’s wife if she is age 65 or over. Unless otherwise indicated, the amount 
of the private benefit is that payable at normal retirement age, which in some 
cases may he before age 65. Since old-age insurance benefits are not payable 
until age 65, the amounts shown under the “Total” column are amounts payable 
at age 65. 
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DESCRIPTION OF VARIOUS TYPES OF PRIVATE PENSION PLANS, AND THEIR RELArioy. 
SHIP TO OLD-AGE AND SuRvVIVORS INSURANCE PROGRAM * 


EXAMPLE 1-——-FORD MOTOR CO. (OFFSET METHOD) 


General.—Negotiated pension plan. Provides retirement benefits varying wit) 
years of service, from which Federal old-age insurance benefits are deducted, 
Also provides monthly disability benefits. Employer financed. 

Eligibility for benefits —Normal retirement, age 65; early retirement, age (i: 
compulsory retirement, age 68. For early retirement, 30 years of service and 
company consent required. For normal or compulsory retirement, no length-of- 
service requirement if the worker is in service with the company at time of 
retirement; if not in company’s service at time of retirement, he must have 2 
years of company service, with some company employment within 5 years of 
retirement. Requirement for disability benefits—age 50 and 15 years of service 

Benefit amount.—$125 a month at normal retirement age after 30 years of 
service. Reduced proportionately for less service. Larly retirement pension js 
the actuarial equivalent of the pension which would be payable if worker were 
65. Monthly disability benefit of $3 for each year of service, with maximum of 
$90 and minimum of $50. Full amount of old-age insurance payment to worker 
deducted from benefit in each case. 

Coordination with old-age and survivors insurance.—Coordination is achieved 
by deducting the benefit payable to the worker under the Federal insurance 
program from the amount guaranteed to the worker by the company and paying 
only the remainder, if any, of the company benefit. 


EXAMPLE 2—BETHLEHEM STEEL CO, (OFFSET METHOD) 


General.—Negotiated pension plan. Established 1923. Provides retirement 
benefits varying with years of service and salary level, from which Federal old- 
age insurance benefits are deducted. Also provides disability benefits. Em- 
ployer-financed. 

Eligibility —Normal retirement, age 65; no early or compulsory retirement, 
Fifteen years of company service required. 

Benefit amount.—The amount of the guaranteed yearly pension, from which 
Federal old-age insurance benefits are to be deducted, is equal to 1 percent of the 
worker's average monthly earnings during the 120 calendar months preceding 
retirement, multiplied by the number of years of service, with a minimum guaran- 
ty of $100 a month for 25 or more years of service. For employees with between 
15 and 24 years of service, the amount of this minimum guaranty bears that rela- 
tion to $100 which years of service bear to 25. Prior service counts toward eligi- 
bility and benefits the same as future service. 

The amount of a disability benefit is computed the same as the normal retire- 
ment benefit, except that the amount of the minimum guaranty before age 65 
is $50 a month. 

Coordination with old-age and survivors insurance.—The amount of the old- 
age insurance benefit is deducted both from the benefit based on earnings and 
years of service and from the amount of the minimum guaranty based only on 
years of service, thus coordinating the benetits payable under the plan with old- 
age insurance. 


EXAMPLE 3-——-PHILLIPS PETROLEUM CO. (ADDITIVE METHOD) 


General.—Company-established group annuity plan. Provides retirement 
benefits varying with years of service and salary level, without offset. Financed 
jointly by employer and employee. Employee's contributions related to earnings 
bracket. (See “Benefit amount” below.) The employer finances the part of the 
benefit not paid for by the employee’s contributions. 

Eligibility requirements.—Normal retirement, age 65 for men, and age 60 for 
women, Earlier retirement at employee’s request within 5 years of normal re- 
tirement date, or at any time within 10 years of normal retirement date either 
at the request of the company or at the employee’s request with the consent of 
the company. No length-of-service requirement for eligibility for benefits; how- 
ever, employees do not participate in plan until the completion of 1 year of con- 
tinuous service, 





Information compiled from latest and most complete sources available to Social 
Security Administration. Technical-details may not be complete and accurate in all 
respects, however. 

In all cases in which the Federal old-age insurance benefit is deducted from the benefit 
amount set by the company plan, it is only the amount of the worker’s own benefit which 
is deducted; the amount of a wife's benefit or of other supplementary social-security 
benefits is not deducted. 
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Benefit amount.—Earnings, contributions, and benefit amounts are related ac- 
cording to the following table: 


Monthly annuity 


‘coueieaanaieed for each year of 


Monthly earnings contribution 








service 
it hl ee Rig stn thet ree nenenie waebaacesemnianeal $2. 40 $1. 20 
$095 00 SION OE 5s occa cacesca Sod awt eae 3.20 1.60 
SIOE.OF Ub SIE < We aaiieeknbdskech ab adc Chidenuddnossddacancabtal 4. 40 2.00 
S08. SE 06 EE EIU iin iendidcebnwinnnbeticcucignhmersndsnamael 5. 76 2.40 


For each additional $33.33 salary-class interval, the contribution increases by 
$1.92 and the monthly annuity increases by S80 cents. 

Benefits are payable without any deduction of old-age insurance benefits. 

Coordination with old-age and survivors insurance.—This plan achieves co- 
ordination with old-age and survivors insurance by requiring lower contributions, 
and paying lower benefits, on that part of the worker's earnings which are 
covered by the Federal program. As the plan was established before the old-ag 
and survivors insurance wage base was increased from $3,000 to $3,600, the 
lower contributions and benefit amounts apply to the first $250 of monthly 
earnings. For monthly earnings in excess of $250, contributions and benefits 
under the company plan increase sharply. For example, contributions and 
benefit amounts based on monthly earnings of $350 are twice as large as those 
based on monthly earnings of $250. 


EXAMPLE 4——-EASTMAN KODAK CO. (ADDITIVE METHOD) 


General_—Company-established plan. Established in 1929 and amended in 
1946. Provides retirement benefits varying with years of service and salary 
level, with no reductions because of the payment of old-age and survivors-insur- 
ance benefits. Disability benefits to normal retirement age, when retirement 
benefit becomes payable. Employee contributes toward disability benefits for 
first 15 years of service. Otherwise, disability benefits are financed by employer. 
Retirement benefits employer financed. Benefits provided through purchase of 
group annuities from commercial carrier. 

Eligibility for benefits—Normal retirement, age 65 for men and age 60 for 
women. Early retirement, age 60 for men and age 55 for women. No length- 
of-service requirement for individuals employed by the company at retirement. 
An individual leaving employment with the company before retirement is eligible 
for a full deferred annuity at normal retirement age if he meets the length-of- 
service requirement of 15 years for women and 20 years for men. 

Benefit amount.—Annual retirement benefit with respect to years after 1928, 
1 percent of total earnings up to $3,000 per year, plus 2 percent of total earnings 
between $3,000 and $10,000 per year, and 114 of total earnings above $10,000 per 
year. For service prior to 1929, the annual retirement benefit is equal to 1 percent 
of total earnings. Worker with 30 years of service guaranteed minimum benefit 
of $75; if less than 30 years of service, minimum is proportionately lower. 
Annual amount of benefit for early retirement is actuarial equivalent of benefit 
at normal retirement age. Annual amount of disability benefit (payable until 
normal retirement age) is 2 percent of total earnings. All benefits payable with- 
out reduction because of the payment of social-security benefits. 

Coordination with old-age and survivors insurance.—This plan, established well 
before the enactment of the Social Security Act, originally provided for an 
annual benefit equal to 2 percent of total earnings. After the enactment of 
the Federal insurance program, the plan was modified to provide reduced benefits 
on the first $3,000 of annual earnings, the part of the salary on which old-age 
and survivors insurance contributions and benefits were then based. 

There are, of course, no disability benefits payable under the Federal program, 
and the plan does not provide for a lower benefit return on the first $3,000 of 
annual salary in computing the amount of disability benefits. However, at 
normal retirement age disability benefits are discontinued, and the individual 
becomes eligible for regular retirement benefits, which do provide a lower benefit 
return on the first $3,000 of annual earnings. 
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EXAMPLE 5—STATE OF VIRGINIA (ADDITIVE METHOD) 


General.—Plan established in February 1952 by State law for State employees, 
teachers, and other employees of political subdivisions which elect to participate, 
Provides benefits varying with years of service and salary level, without socia}. 
security offset. Also provides monthly disability benefits to normal retirement 
age when retirement benefit becomes payable. Financed jointly by employer 
and employee. Employee pays 4 percent of earnings in excess of $1,200 a year, 
Employer pays for part of benefit not financed by employee’s contributions, 
Service under previous State plan counted as “years of service” for purposes 
of eligibility and benefit amounts if employee elects to transfer contributions to 
new system, 

Eligibility for benefits—Normal retirement age 65. Early retirement at age 
60 at employee’s request. Retirement generally compulsory at age 70. No 
length-of-service requirement if in service at time of retirement; if not, 15 
years of service required. At least 15 years of service required for eligibility 
for disability retirement. 

Benefit amounts.—Benefits based on “average final compensation” and years 
of service. “Average final compensation” is average salary over last 5 years 
reduced by $1,200 a year. Normal and compulsory retirement allowance js 
1 percent of “average final compensation” multiplied by years of service. Early 
retirement allowance is actuarial equivalent of allowance that would be payable 
if worker were 65. A “social security option” for early retirement allows an 
increased allowance before age 65, and, on the assumption that old-age insurance 
benefits will be payable at that age, a decreased allowance thereafter. Disability 
retirement allowance (payable until normal retirement age) is 1144 percent of 
“average final compensation,” which for this purpose is not reduced by the 
$1.200 a year. Plan provides a general guarantee that benefits under the 
system, when added to the worker’s old-age insurance benefit, will not be less 


than the larger of the following: (a) $20 for each year of service (subject to | 


a maximum of $600); (b) the amount that would have been payable under the 
previous system, 


Coordinution with old-age and survivors insurance.—This plan coordinates 


retirement benefits with old-age and survivors insurance by basing contributions | 


and benefits only on earnings in excess of $1,200 a year. This takes into account 
the fact that under the old-age and survivors insurance formula the first $1,200 
of an employee’s annual earnings yields proportionately higher benefits than 
do earnings in excess of $1,200 a year; the old-age and survivors insurance benefit 


formula pays 55 percent of the first $100 of average monthly earnings and 15 | — 


percent of the next $200. Further coordination is achieved by allowing an 


increased benefit for persons retiring before reaching age 65, with a reduced | 7 


benefit thereafter. Since old-age and survivors insurance does not pay dis- 
ability benefits, disability benefits under the system are proportionately higher 
than retirement benefits, being based on full salary and yielding a higher per- 
centage of salary for each year of service. 


EXAMPLE 6—GRUMMAN AIRCRAFT ENGINEERING CORP. (ADDITIVE METHOD) 


General.—Unilateral pension plan. Established in 1948. Provides retirement 
benefits varying with years of service and salary level, with no deduction of 
old-age insurance. Financed entirely by the employer. Funded through 
trustees, self-insured by employer. 

Eligibility for benefits—Normal retirement, age 65 for both men and women. 
Earlier retirement: Age 60 or 20 years of active service, provided in either case 
that the worker's release from service is due to no fault of his own; employee 
may retire as early as age 50 and receive a retirement pension beginning at time 
of retirement or a deferred annuity beginning at age 65. Involuntary termina- 
tion of employment before age 50 with 20 years of service will entitle a member 
to receive his pension at age 65. 

Benefit amount.—A yearly benefit determined as follows: With respect to each 
year of future service (performed after January 1, 1948), 214 percent of the 
year’s earnings up to $3,000 plus 3 percent of year’s earnings in excess of $3,000. 
With respect to each year of past service (before January 1, 1948), 1% percent 
of the year’s earnings up to $3,000, plus 2 percent of earnings in excess of that 
amount; also, an additional pension based on the annual rate of earnings as 
derived from the earnings during the twenty-fifth month preceding January 1, 
1948—for each year of past service, 114 percent of the first $3,000, plus 2 per- 
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eent of excess over $3,000. Maximum pension, $6,000 if age 65 or released from 
service before January 1, 1948, or $12,000 if age 65 or released from service after 
January 1, 1948. 

Coordination with old-age and survivors insurance.—Coordination is accom- 
lished through the formula which provides that the amount of the employee's 
contributions and benefits on the first $3,000 of annual earnings are lower than 
on the umount of annual earnings above $3,000. This is in recognition of the 
fact that social security taxes and benefits (at the time the plan was set up) 
applied only to the first $3,000 of the worker's salary. 


EXAMPLE 7—-UNIDENTIFIED MANUFACTURING CO. (ADDITIVE METHOD) 


General.—Unilateral pension plan. Provides retirement benefits varying with 
vears of service and salary level, with no deductions of old-age insurance benefits. 
Financed jointly by employer and employee. Employee's contributions: none on 
first $300 of annual earnings, 2749 percent of $300—$2,699, plus 3% 9 percent of 
s2,700-—$3,000, and 4.32 percent of earnings in excess of $3,000. No disability 
benefits, 

Eligibility for benefits.—Normal retirement, age 65 for men and age 60 for 


‘women. Earlier retirement, age 60 and 20 years of service. If termination of 
/ employment occurs after age 45 and before early or normal retirement, with 


ect to Pa 
-r the © 


inates 
ations 
‘count 
$1,200 

than 
enefit 
nd 15 
iz an 


c 


duced 


vy dis- 
righer 
r per- 


ement 
on of 
rough 


omen. 
r case 
lovee 
- time 
mina- 
>mber 


» each 
yf the 
3,000. 
recent 
f that 
Zs as 
ary 1, 
2 per- 











> ot least 10 years of service, the worker receives a deferred annuity. 


For workers from age GO to age 65 the plan provides a temporary supplemental 
onnuity approximately equal to the anticipated old-age insurance benefits pay- 


Fable at age 65. This provides the worker a more or less level retirement income 


(including estimated old-age and survivors insurance primary benefit payable 


} after age 65) throughout retirement. 


Benefit amount.—With respect to each year of future service, none on first 


9300 of annual earnings, 1749 percent of annual earnings between $300 and 


$2,699, plus 1% of annual earnings from $2,700 to $3,000, and 1.92 percent of 
annual earnings in excess of $3.009. With respect to each year of past service, 
three-quarters percent of first $3,000 of annual earnings, plus 14% percent of 
earnings in excess of $3,000. 

Coordination with old-age and survirors insurance.—Coordination is acecom- 
plished through the formula, which provides that the amount of the employee’s 
contributions and benefits on the first $3,000 of annual earnin’s are lower than 
on the amount of annual earnings above $3,000. This is in revornition of the 
fact that social-security taxes and benefits (at the time the plan was set up) 
applied only to the first $3,000 of the worker’s salary. 


EXAMPLE 8—-GENERAL MOTORS (COMBINATION OF OFFSET AND ADDITIVE METHODS) 


General.—Negotiated pension plan. Provides retirement benefits varying with 
years of service, with old-age insurance benefits deducted, or smaller benefits 
varying with years of service without a deduction of old-age insurance benefits. 
Also provides monthly disability benefits. Employer financed. 

Eligibility for benefits —Normal retirement, age 65. Early retirement, age 
60. Compulsory retirement, age 68. Ten years of service required in each 
ease. If an employee quits or is discharved or released be‘ore retirement he 
loses all credited service. Requirement for disability benefits, age 50, and 15 
years of service. 

Benefit amount.—Normal pension is highest of the following: (1) $1.50 per 
month for each year of service up to 30 years, with no deduction of old-age insur- 
ance benefits; or (2) $4 per menth for each year of service un to 25 years, less 
the old-age insurance benefit. Monthly disability benefits of $3 for each year of 
service, With maximum of $90 and min'mum of $50. 

Coordination with old-age and survivors insurance.—In the case of the mini- 
mum monthly guaranty of $4 for each year of service the old-pge insurance 
benefit is deducted from the amount of the guaranty. In the case of the alter- 
native monthly benefit based on $1.50 for each year of service the benefit amounts 
are based on the assumption that an old-age insurance benefit is also payable and 
therefore are set at a level which will produce the desired total of benefits. 


EXAMPLE 9—GENERAL ELECTRIC CO. (COMBINATION OF OFFSET AND ADDITIVE METHODS) 


Ceneral.—Negotiated pension plan. Provides (1) retirement benefits varying 
with years of service and wage level without any deductions on account of old- 
age insurance payments, or (2) guaranteed minimum retirement benefits for 
long-term employees from which old-age insurance payments are to be deducted. 
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Also provides monthly disability benefits. Financed jointly by employer and 
employee. Employee pays 2 percent of first $3,600, 5 percent of earnings jn 
excess of $3,000; employer pays balance of cost of future service (service after 
plan was put into effect) and total cost of past service (service before plan was 
put into effect). 

Hligibility—Normal and compulsory retirement, age 65 for men and age 60 
for women. Early retirement, age 60 for men and age 55 for women. The guar- 
anteed minimum benefit, with old-age and survivors’ insurance benefits offset, is 
payable only if the worker has at least 15 years of company service. Disability 
benefits payable wth 15 years of service. There is no service requirement for 
the alternative retirement benefit which is payable without any reduction on 
account of the payment of an old-age insurance benefit. 

Benefit amount.—For employees with 25 or more years of service the amount 
of the minimum guaranty, from which old-age insurance benefits are deducted, 
is $125. For employees with between 15 and 24 years of service, the amount of 
the minimum guaranty bears that relation to $125 which the number of years of 
service bears to 25. 

The amount of the alternative benefit payable without an offset for old-ave 
insurance is equal to the sum of the prior service pension (based on service before 
plan was adopted) and the future service pension (based on service after the 
plan was adopted). The amount of the annual prior service pension is computed 
as follows: (1) Multiply the number of years of service by 1.165 percent of 
average annual past service earnings for men or by 1.5 percent for women: sub- 
tract from this amount the sum of 40 percent of the first $600 of average annual 
earnings and 10 percent of earnings in excess of $600 up to maximum of $2,400: 
multiply the remainder by the ratio that the number of years of prior service 
bears to the total number of years of service. 

The annual amount of the pension based on service after the adoption of the 
plan is equal to 40 percent of the aggregate employee contributions after the 
adoption of the plan. 

The amount of the disability pension is determined in the same manner as the 
normal pension payable without old-age insurance offset, and then reduced by 
one-third of 1 percent (but with a maximum reduction of 20 percent) for each 
month prior to normal retirement age. Minimum of $80 a month after 15 or 
more years of service. 

Coordination with old-age and survivors insurance.—In the case of the minimum 
guaranty of up to $125, the old-age insurance benefit is deducted from the amount 
of the guaranty. The deduction in the prior service formula of 40 percent of the 
first $600 of average annual earnings and 10 percent of earnings in excess of $600 
up to a maximum of $2,400, takes account of the old-age insurance benefit formula 
in effect at the time the plan was set up. (Before the Social Security Act Amend- 
ments of 1950, the old-age insurance benefit formula provided benefits equal to 
40 percent of the first $50 of the worker’s average monthly wage, and 10 percent 
of the next $200 of his average monthly wage.) The future service formula of 
the plan takes old-age insurance benefits into account by providing a higher con 
tribution rate on yearly earnings of over $3,600 (earnings not taxed or credited 
under old-age and survivors insurance), and by making the future service benefit 
directly proportional to total contributions, 


EXAMPLE 10-—JOHNSON & JOHNSON (COMBINATION OF OFFSET AND ADDITIVE METHODS) 


General.—Unilateral pension plan. Established December 31, 1949. Provides 
retirement benefits varying with years of service and salary level, with no deduc- 
tion of old-age insurance benefits, or a guaranteed minimum benefit from which 
old-age insurance benefits are deducted. Financed jointly by employer and 
employee. Employee's contributions, 2144 percent of first $3,000 of annual earn- 
ings and 5 percent of the next $17,000. The employer finances the part of the 
benefit not paid for by the employee’s contributions. Funded through a group 
annuity contract. 

Eligibility for benefits—Normal retirement, age 65 for both men and women. 
Earlier retirement at employee’s request at age 55 No minimum-service re- 
quirement, except that the worker must have completed at least 3 years of con- 
tinuous service before he can join the plan. The guaranteed minimum benefit, 
with old-age and survivors insurance benefits offset, is proportionately reduced 
for years of service less than 30 years. 

If termination of employment occurs before age 45 and before completion of 
15 years of continuous service, lump-sum payment is made; if termination occurs 
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- age 45 but before age 60, and after completion of 15 years of continuous 
ervice, employee can receive normal retirement income at age 65; if termination 
«after age 60, he will receive normal retirement income at age 65. 

Renefit amount.—With respect to each year of service, under the system, an 
annual benefit equal to 1 percent of the year’s earnings up to $3,000, plus 2 per- 
ent between $3,000 and $20,000, and 114 percent of excess over $20,000. With 
respect to each year of prior service (before December 31, 1949), an annual 
benefit equal to three-fourths of 1 percent of the year’s earnings up to $3,000, 
and 114 pereent in excess of $3,000. For employees with 30 or more years of 
ervice the monthly amount of the minimum guaranty, from which old-age insur- 
ance benefits are deducted, is $100. This amount is proportionately reduced for 
workers With less than 30 years of service. 

coordination with old-age and survivors insurance.—In the case of the mini- 
mum guaranty, coordination is accomplished by deducting the amount of the 
old-age insurance benefit from the amount of the guaranty. In the case of the 
alternative benefit amount, from which the old-age insurance benefit is not de- 
ducted, the amount of the employee’s contributions and benefits on the first 
saa) of annual earnings are lower than on the amount of annual earnings 
above $3,000. This is in recognition of the fact that social-security taxes and 
henefits (at the time the plan was set up) applied only to the first $3,000 of the 
worker’s salary. 





EXAMPLE 11-—-STANDARD OIL CO, OF CALIFORNIA (NO SPECIFIED COORDINATION) 


Ceneral.—Company-established plan. Established 1933. Provides retirement 
benefits varying with years of service and wage level, without social-security 
offset. Also provides monthly disability benefits. Financed jointly by employer 
and employee. Contributions deposited with a trustee, and funds used to pur- 
chase annuities at retirement from commercial carrier. The employee's con- 
tribution is on earnings over $50 monthly and is based upon his age at the time 
he begins participating. If under age 30 he contributes 4 percent of his earnings; 
if he is between 30 and 39, 5 percent; if 40 or over, 6 percent. The employer 
provides the balance of the cost, estimated in 1949 to be 6.9 percent of payroll. 
Employer also pays the cost of the credit given for periods before the plan was 
put into operation. 

Eligibility for benefits—Normal retirement, age 65 for men, age 60 for women. 
Early retirement, after 25 years of service. Retirement for disability after 15 
years’ service or at age 55 for men and age 50 for women, always at option of 
the employer. While there is no specific length of service requirement for eligi- 
bility for benefits at normal retirement age, benefits are guaranteed by the com- 
pany for employees with 25 or more years of service: for others the company 
plans to provide the benefits, but does not guarantee to do so. 

One year of continuous service is required for participation in the system. 
Participation is compulsory. 

Benefit amount.—The yearly amount of the annuity is equal to 2 percent of 
the earnings on which employee has contributed since December 1, 1933, plus 
2 percent of average annual earnings in years 1928-32, times years of service 
prior to December 1, 1933. No reduction is made because of the payment of old- 
age and survivors insurance benefits. A reduced amount is payable for disability 
or early retirement. 

Coordination with old-age and survivors insurance.—While this plan was 
adopted before the passage of the Social Security Act, presumably social-security 
benefits were a factor in any later considerations of the adequacy of the benefits 
provided under the plan. 


EXAMPLE 12—BITUMINOUS-COAL OPERATORS, UMW (NO SPECIFIED COORDINATION) 


General.—Negotiated pension plan. Normal retirement, age 60. No provision 
for early or compulsory retirement. Provision for disability benefits on a needs 
basis only. Employer financed. 

Eligibility for benefits —Age 60 and 20 years of service; also, the employee 
must have been covered under the plan in the year immediately before retirement. 

Benefit amount.—$100 a month payable in addition to old-age and survivors 
insurance benefits. 

Coordination with old-age and survivors insurance.—Coordination with the 
Federal program is achieved by providing benefits which when added to social- 
Security benefits will produce the desired level of total benefit protection. 
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On the basis of the above information, staff research, and alterna- 
tive proposals raised by previous committee hearings, individuals, or 
other reports mentioned above, the committee included in its question- 
naire on the topic of coordination part IIT: 


Broad outlines of some of the basic methods of integration or closer coordina- 
tion which have been proposed from time to time. 


The questionnaire emphasized that the committee and staff did not 
necessarily favor or oppose any of these methods, but had attempted 
to describe each as clearly, accurately, and impartially as possible, 
Each respondent was asked to state its preferences, reasons, objec- 
tions, amendments, and appraisal with respect to each of these meth- 
ods, and to add any other method which it deemed worthy of 
consideration. Respondents were also asked to include, regardless of 
whether or not they favored integration, what methods other th: an 
the present they would prefer if the committee deemed it desirable 
to adopt one. The Railroad Retirement Board stated that it did not 
prefer any of the plans described in this part and was opposed to 
integration generally. The Bureau of the Budget replied to this part 
as follows: 


The choice among possible methods of coordinating the two systems is a highly 
technical matter on which the advice of experts, such as actuaries and pension 
system consultants, would be desirable. A satisfactory plan for integration 
should probably meet the following criteria: 

1. Provide basic old-age and survivors insurance protection to every railroad 
worker and his family on the same terms as it is provided to other workers and 
their families. 

2. Provide appropriate additional protection for railroad workers through a 
self-supporting staff pension system conforming to the needs and desires of 
railroad employees and employers. 

3. Provide the protection at minimum cost. 

4. Establish a clear-cut division of responsibility and of finances between the 
old-age and survivors insurance system and the staff system. 

5. Make it easiest for workers to understand and to determine their benefit 
status and entitlement. 

6. Be the simplest and the most economical to administer for both the Govern- 
ment and the railroads. 

7. Permit installation with the least disruption of operations and the least 
uncertainty for workers. 

Although time has not been available for adequate study, it appears that 
plan III-A would conform generally with these criteria. 


The Railway Labor Executives’ Association replied to this part of 
the questionraire as follows: 

Sine we are opposed to integration as such, we are opposed to any particular 
method of integration. Asking us what method of integration we would prefer 


is like asking us what form of death we would prefer to die—we do not consider 
death so imminent as to be called upon to make a choice. 


The Social Security Administration prepared an analysis of each 
plan, with their suggestions with respect thereto, on the basis of their 
experience with other forms of integration. Each plan listed in the 

questionnaire, and the report of the Social Sec urity Administration 
oan follows: 
PLAN I 


The 1946 amendments permitted for purposes of survivor benefits the combi- 
nation of service under the Railroad Retirement and Social Security Acts. The 
1951 amendments did the same for purposes of all benefits for those with less 
than 10 years of railroad service, providing that social security would pay 
benefits and would credit railroad retirement service to social security service. 





ins 
wh 
ber 
ins 
sul 
eal 
wo 
ext 


Wl 
ins 
rec 
sul 
but 
the 
gre 
ins 
on 

40) 

ind 
yes 
cor 
the 


fro 
mo 
Mo 
wh 
fue 


son 


pro 
oth 
con 


pla 
we 
An: 
by 

he 

but 
rail 
fro 


Act 
am 
yea 
mor 
be 

ins 
rail 





RETIREMENT POLICIES AND RAILROAD RETIREMENT SYSTEM 767 


provisions for coordinated administration and interchange of funds were in- 
cluded. (See see. 5 (k) of the Railroad Retirement Act, as amended.) 

The same principle would now be extended to eliminate duplications in age 
retirement benefits. Thus, those with more than 10 years of railroad service 
would receive credit for retirement at age 65 for years worked under social- 
security coverage, such credit being applicable to their railroad retirement 
henelits to be paid by the Railroad Retirement Board. Funds saved the two 
systems by the elimination of duplicative benefits, and additional costs from 
additional years of service, would be divided equitably by the two systems. 

Social-security comments.—Under plan I, the worker’s wage credits for old-age 
and survivors insurance employment would be transferred for credit to the 
railroad retirement program in all cases in which the worker has 10 or more 
years of railroad employment; benefits based on combined railroad retirement 
and old-age and survivors insurance employment would be paid under the Rail- 
road Retirement System. 

At present, records of railroad compensation and of old-age and survivors 
insurance wages are combined in all survivor cases, and in retirement cases in 
which the worker had less than 10 years of railroad cmployment; retirement 
benefits based upon combined earnings are paid under the old-age and survivors 
insurance system, and survivors benefits are paid under either old-age and 
survivors insurance or railroad retirement. Thus, the proposal to combine 
earnings in the remaining category of cases (retirement cases in which the 
worker had 10 years or more of railroad employment) seems to be a logical 
extension of the present coordination. 

However, many of the problems arising under present law would remain. 
When a worker’s railroad compensation is transferred to old-age and survivors 
insurance under the present law, the worker and his dependents will rarely 
receive more than if the worker had contributed at the much lower old-age and 
survivors insurance rates. Plan I would not only leave this situation unchanged 
but would create a new problem of a similar nature. Under plan I, the part of 
the railroad retirement annuity based on railroad employment would be no 
greater than the part based on an identical amount of old-age and survivors 
insurance employment although much higher contributions would have been paid 
on the basis of the railroad employment. For example, a retired worked with 
40 years of railroad employment would receive the same benefits as would an 
individual with 30 years of old-age and survivors insurance employment and 10 
years of railroad employment, although the 40-year railroad worker would have 
contributed at the much higher railroad retirement rate for 30 years longer than 
the 10-year railroad worker. 

It should be noted, too, that the administrative difficulties and delays arising 
from the interlocking provisions of the two programs would remain. Further- 
more, the problem of developing public understanding would be more extensive. 
More people would be receiving benefit checks based on combined employment, 
which would give rise to increased misunderstandings revolving around the 
fuct that no benefits are payable by the other agency. If plan I were adopted, 
some arrangement would seem to be necessary to make sure that people who 
are receiving benefit checks based on combined employment under the two 
programs would be informed (through appropriate notations on the check and 
other notices) that the checks are jointly financed and represent benefits in 
consideration of work under both programs. 

The plan does not specify just how the savings and additional costs under 
plan I would be divided by the two systems. However, if plan I were adopted, 
we believe that the present cost adjustment provisions should be retained. 
Any benefits to the over-10-year railroad worker in addition to those financed 
by old-age and survivors insurance under the present law should, we believe, 
be financed from the railroad retirement account rather than from the contri- 
butions of nonrailroad employers and employees. We also believe that the 
railroad retirement account should receive all the savings which would result 
from the elimination of duplicating benefits. 

We do not understand whether, or how, the provision in the Social Security 
Act which suspends benefits when the beneficiary earns more than the specified 
amount in old-age and survivors insurance employment would apply to over-10- 
year retirement cases. It would appear that unless this provision, or some 
modification of it, were applied to over-10-year retirement cases, there might 
be serious difficulties under plan I. As you know, the old-age and survivors 
insurance work clause is now applied to survivor benefits payable under the 
railroad program. 
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We believe that it would be necessary to apply the “social security minimym” 
provision to the retirement benefits paid by the railroad program under this 
proposal, just as it is now applied in survivor cases in which nonrailroad wages 
are transferred and credited under the railroad program. That is, if the 
old-age and survivors insurance formula would give a higher old-age insurance 
benefit than the retirement annuity provided under the railroad formula, the 
railroad program would pay the higher amount. 


PLAN II 


The Railroad Retirement Board would pay benefits which would be divided 
“on the books” into two parts as follows: 

A. Benefits equivalent to the benefits which Old-Age and Survivors 
Insurance would pay based on combined service under both systems, such 
benefits to be financed by paying that proportion of the railroad retirement 
tax which is equivalent to the social security tax into the Old-Age and 
Survivors Insurance fund, and billing the fund for the payment of such 
benefits, i. e., “purchasing” social security benefits; and 

B. All remaining benefits now provided by railroad retirement which are 
not provided by social security, and any additional benefits made possible 
by this method (which could include benefits based on higher wage brackets), 
such benefits to be financed on an actuarial reserve basis from the balance of 
the railroad retirement tax receipts, and to be based only on railroad service 

(Presumably the present 10-year requirement would remain unchanged.) 
Should any future subsidy be made to the Old-Age and Survivors Insurance 
fund, it would thus apply equally to all beneficiaries of such fund including 
rail workers. No duplication would occur nor would any credit be lost, and it 
would not be necessary to amend social security to include rail workers. 

Social security comments.—As we understand the proposal, it would apply to 
all retirement and survivor cases in which the Railroad Retirement Board now 
takes jurisdiction. The amounts of the annuities payable would be determined 
under the annuity formulas in the Railroad Retirement Act, but these formulas 
would be liberalized, at least for some beneficiary groups. Presumably the 
Railroad Retirement Board would always pay an annuity at least as large as 
the old-age and survivors insurance benefit based on combined employment. The 
railroad program would transfer to old-age and survivors insurance the equiva- 
lent of old-age and survivors insurance taxes on railroad employment and 
receive old-age and survivors insurance benefits based on both railroad and 
nonrailroad employment ; old-age and survivors insurance would not pay benefits 
directly to the individuals in these cases. 

If we understand this proposal correctly, it is basically the same as plan III- 
(B)—that is, an old-age and survivors insurance benefit based on combined 
railroad and nonrailroad employment would be payable by the railroad program, 
and the railroad program would finance and pay the difference between this 
amount and the amount provided under the railroad formula. Our comments 
on this type of plan are shown under ITI-(B). We might add that the problem 
mentioned under plan I with reference to the application of the old-age survivors 
insurance work clause would also be present under plan II. 


2: TREE 


PLAN IIT 


The Social Security Act would be amended to include railroad service, on tl 
same terms, conditions, benefits, and tax rates as all other workers to whol 
coverage Was extended in 1950. The remainder of the tax collected, the differ 
ence between social-security rates and railroad-retirement rates, would be paid 
to the railroad-retirement fund. Either— 

A. The Railroad Retirement Act would be amended to provide primarily 
for additional benefits, disability benefits, pensions, ete., as mentioned in 
plan II-B above, in addition to the basic OASI benefits which all would 
receive; or 

B. The present benefit structure would remain the same, or be increased 
if possible by virtue of this method, and the Board would deduct from th 
benefit payments the amount to which a claimant was entitled under OAS! 
by virtue of his railroad service (which, as stated before, would then ly 
creditable under OASI) ; or 

C. These two alternatives could be combined: e. g., railroad-retiremen! 
survivor benefits would be eliminated to be replaced by OASTI survivor 
benefits, while retirement benefits would remain the same or larger, from 
which OAST retirement benefits would be deducted; or 
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D. These methods could be combined in still another fashion: The Rail- 
road Retirement System would pay either— 
1. Separate railroad benefits in addition to social-security benefits, 
as described in plan III-A, or 
2. A high monthly minimum level of benefits, from which social- 
security benefits would be deducted as described in plan III-B; 
whichever was the higher for the individual worker. 

As in the other plans, it is contemplated that the elimination of duplications 
and the assumption by OASI of a large part of the Railroad Retirement System's 
obligations for a small part of the total tax will free funds for increasing total 
penetits above their present level, perhaps for higher benefits for length of 
service. Either one check or two would be possible. Again the eligibility 
requirement of 10 years (or more, should the dividing line prove to be higher) 
for railroad-retirement benefits would presumably remain. Some redistribution 
of the benefit structure and wage brackets would be possible, although not 
absolutely necessary. Employees whose service was sufficiently brief to give 
them only their social-security benefit (as they now receive only the minimum) 
conld be refunded their railroad-retirement contribution. 

Social-security comments.—The alternative methods suggested would be the 
sime as those ordinarily used in commerce and industry. Under this approach 
coordination would be accomplished without requiring exchanges of information 
and wage records in order to determine an individual's benefit amount, since the 
benefit structure of the Railroad Retirement System could be modified to take 
old-age and survivors insurance benefits into account. We believe that under 
plan III the administrative problems, inequities, and public information diffi- 
culties which now arise could be eliminated or greatly alleviated. 

Under the present coordination, the amount of the benefit financed and paid by 
the railroad program is often an unplanned amount. Part or all of the railroad 
annuity is financed by old-age and survivors insurance under the cost-adjustment 
provisions of the 1951 railroad-retirement legislation. secause the amount of 
the annuity financed by the railroad retirement program is equal to the difference 
between the amount as computed under the railroad program and the amount 
financed by old-age and survivors insurance, it ordinarily bears a haphazard 
relationship to the worker's railroad service and contributions. As indicated, 
under plan III the railroad benefit could be more precisely tailored to meet the 


> special needs and wishes of railroad workers. 


The advantages possible under plan III could be best realized under A, we 


/ believe. Under this approach, the annuity provisions of the railroad program 


_ could be modified so that the amount financed and payable by the railroad pro- 


Cie aer 


cram would bear a reasonable and equitable relationship to the worker’s railroad 
service and contributions. 
Alternative B would be open to the same objections as the present coordination 


* insofar as the method of determining the amount of the annuity financed by the 
> railroad program is concerned : the amount of the benefit financed by the railroad 
/ program would bear no planned or definite relation to the worker's railroad 
- service or contributions. 


Alternative C would also be subject to these objections insofar as retirement 


) benefits are concerned. 


While alternative D would be open to the same objection as alternative B, 


' this would be a serious objection only if the minimum guaranty provided in 


option 2 came into play in a relatively large number of cases. On the other hand, 


/ the two choices would necessarily make the plan more complicated, difficult to 
_ administer and difficult to explain. 


PLAN IV 


Preserving the present benefits for those presently employed or retired, all of 


those to be employed hereafter would be given social security coverage only, and 


the Railroad Retirement Board eventually placed within some other Federal 


Vagency. Any supplemental system would be the object of collective bargaining 
> between the parties as in the case of any other private industry, and would not be 
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the object of Federal legislation or control. 

Social-security comments.—We would not favor this plan. As indicated else- 
where, we believe in the continuance of an independent Railroad Retirement 
System providing supplementary benefits for railroad workers and their families. 
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PLAN V 


Social security would be extended to cover railroad employees without other 
significant changes. Railroad employees and employers would pay the socigi- 
security tax in addition to the railroad-retirement tax, and employees and their 
survivors would receive the full benefits of both systems. 

Social-security comments.—This proposal would impose a heavy tax burden 
on employer and employee. Furthermore, a retired worker and wife woulg 
often receive total benefits in excess of the income of the worker before retire. 
ment. 

Pian VI 


Not as a separate plan but as a method of gradually integrating under any of 
the above plans, such plan could be made applicable to all those who have, for 
example, less than 10 years of rail service as of 1952. Thus, 

A. Those with more than 10 years of railroad service would remain out of 
social security coverage or credit, etc., to the same extent that they do now 

B. Those with less than 10 years’ railroad service who never acquire more 
will be under social security entirely, as they are now. 

C. Those with less than 10 years of service who later acquire more than 
that amount will receive the basic OASI coverage or credit under one of t 
above plans, and the additional railroad-retirement benefit. Eventual) 
only the second and third categories will remain, and the plan will he in 
full effect. 

Social-security comments.—This might be a feasible method of continuing the 
present coordination for workers who now have more than 10 years of railroad 
employment. On the other hand, it would continue for a good many years the 
complexities, anomalies, and inequities which exist under present law. Also it 
occurs to us that some difficulties might arise because the Railroad Retirement 

3oard does not have records of railroad service before 1937. At present, records 
of prior railroad service are not developed until the worker dies or retires. Unless 
this procedure were modified, many railroad workers would not know, as long 
as they are still working, what their future benefit rights would be. i 


It may be seen from the above analysis that if the act were changed 
to effect integration some changes in the formulas would be required | 
as a practical matter. No changes in the formulas can be made with- 
out changing the relative benefits that different length-of-service 
groups receive. Consequently, any changes in relative benefits would 
necessitate lessening some and increasing others. 
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INDEX TO PART 1 


A 


Accrued liability: amount of, under railroad retirement system, 1938-50, 306; 


comparison of railroad retirement with private pension plans, other public 
plans, 303-4; defined, 301, 303; division of, between railroad retirement and 
social security, under financial interchange, 328-9; effect on level costs of 
interest charges on, 413; factors affecting size of, 301; proportion of total 
liability, fourth actuarial valuation, 399; statements and recommendations 
of Actuarial Advisory Committee on handling of, 304-6; undesirability ‘of 
representing, as percentage of payrolls, 338; various estimates of, 1937-52, 
309-17. See Financing; Interest charges (railroad retirement). 

, unfunded. See Unfunded accrued liability (railroad retirement). 

- contributions. See Contributions (railroad retirement). 


Actuarial Advisory Committee: as established by Railroad Retirement Act of 


1937, 79, 84, 165, 305; meetings between Committee and representatives of 
railroad Retirement Board on fifth valuation, 316; statements and recom- 
mendations on handling accrued liability, 304-6; statements and recom- 
mendations on handling accrued liability, 304-6; statement filed by mem- 


Ow 


bers of, at Senate hearings in 1951, 127. 


Actuarial assumptions: adopted by Railroad Retirement Board, including dis- 


cussion and evaluation of Board’s methods, 3, 335-422; denial by Railroad 
Retirement Board that integration with social security would simplify cal- 
culation of, 733; desirability of computing “most probable cost” rather than 
high-cost and low-cost estimates, and of eliminating references to “tolerance”, 
337; list of types used by Railroad Retirement Board actuary, 335-6; more 
important changes in fifth valuation, 325-6; need for review of Railroad 
Retirement Board; 11; summary analysis of Railroad Retirement Board’s, 
submitted by Joint Committee actuarial consultant, 336-9. See also Em- 
ployees’ censuses (railroad industry) ; Employees, railroad; Financial inter- 
change (between railroad retirement and social security; Immediate age 
retirement assumptions; Immediate disability retirement assumptions; 
Interest yield (on railroad retirement investments), Mortality assumptions ; 
New entrants assumptions, number and age distribution; payroll, future 
taxable (railroad retirement); Prior service creditable (railroad retire- 
ment); Recovery rates; Salary scales, assumptions; Service patterns, 
assumptions ; Withdrawal assumptions. 


Actuarial costs (railroad retirement) : as consideration in liberalizing benefits, 


522; assumptions underlying various estimates of (1987-52), 3, 309-17; 
Board's estimates of, challenged at Senate hearings (May 1948), 116; 
changes in family composition assumption unlikely to have major effect on, 
399; computed for normal and accrued liability, 302; computed at latest 
valuation, compared with selected other retirement systems, 249-50; discus- 
sion cf estimates of, in hearings on Crosser Bill (1945), 97; effect of on 
interest earnings, 413; effect on, of new entrants’ age distribution assump- 
tions, 401; effect on, of payroll estimates, 405; effect on, of salary scale 
assumptions, 408; effect on, of financial interchange of railroad retirement 
and social security on, 414-416, 659-61; estimated effect of 1951 dual 
benefits restriction on, 663; high, under any separate retirement systems 
not .coordinated or integrated, 617; high, under present coordination with 
social security, 608; issue in hearings on Crosser Bill (1945, 101; major issue 
at Senate hearings (1951), 127: methodology used by Railroad Retirement 
soard in estimating, 309-317, 335-422; need for relaxing tax rates to, in 
railroad retirement, 338; need for review of assumptions and methods used 
by Railroad Retirement Board in estimating, 11; possible reduction of, 
resulting from integration of railroad retirement and social security, 691-5; 
probable effects of various changes in work clauses on, 584-5; probably re- 
duced by Social Security Amendments of 1952, 610; reports and determina- 
tions on required under Act of 1937, and subsequent Amendments, 165-167 ; 


I 


II 


INDEX 


Social Security Board report on estimates, 1946, 101-2; statements of opera; 
ing unions concerning, 1952, 534; summary of general ac tuarial methodology 
used by Railroad Retirement Board in estimating, 421-2; variability of 
factors affecting, 295-6; work clause as means of reduci ing “GA 42. See also 
Financing. 
—, estimated: of increase in minimum annuities, 529; of liberalizing benefits 
and eligibility requirements, 522-6; of liberalizing disability work Clause. 
529-30: of lowering age requirements for widows’ and parents’ annuities 
529: of more liberal age requirements for spouses’ benefits, 529: of more 
liberal methods of calculating average compensation and crediting prior 
service, 528: of Act of 1934, and Wagner-Crosser Bills (1935), 65-6: of rail 
road retirement system in various years (1937-52), 11, 115, 204-206, 300-17. 
326-34; of recommended changes in fifth valuation actuarial assumptions 
337; of recommended changes in mortality assumptions (active employees 
used in fifth valuation, 348: of recommended changes in mortality assump 
tions (disabled employees) used in fifth valuation, 356; of recommended 
changes in morti lity assumptions (service retired employees) used in fifth 
valuation, 368; of recommended changes in withdrawal rate assumptions 
use in fifth valuation, 380; of various proposed amendments to railroad 
retirement legislation, October, 1951, 133; of various proposed amendments 
to railroad retirement legislation, S2d Congress, 546. 


Actuarial reserve method: comment of M. Latimer on railroad retirement use of, 


(1952), 580; comparison of, under railroad retirement and selected other 
retirement systems, 247-8. Sce also Reserve. 


Actuarial Society of America, committee on group mortality of, 340. 
Actuarial valuations of railroad retirement system: need for higher tax schedule 


established by first two, 96, 110; provision for, in S. 8231, 73d Congress 
(1984), 61; required by Railroad Retirement Act of 1935, 69; required by 
Railroad Retirement Act of 1937, 79, 84, 165. 


——, first: cost estimates, 810-11; employees’ census (active and inactive 


employees) assumptions, 392-4; estimates of savings to social security re 
sulting from existence of railroad retirement system, 631; immedinte ag 
retirement assumptions, 867-8; immediate disability retirement assump- 
tions, 374-5, 377-S: mortality assmuptions (active and withdrawn en 
plovees), 340; mortality assumptions (disabled employees), based on mor- 
tality experience of disabled pensioners, 345, 847-51; mortality assumptions 
(service retired employees), 356-7; new entrants, age distribution assump 
tions, 401-2; payroll estimates, 405; prior service credit assumptions, 399 
400; recovery rate assumptions, 364; salary scale assumptions, 404; service 
pattern assumptions, 390; withdrawal rate assumptions, 383—5. 





——., second: cost estimates, 311; employees’ census (active and inactive em 


ployees) assumptions, 892-4; immediate age retirement assumptions, 367-8 
immediate disability retirement assumptions, 874-5, 377-8; mortality as- 
sumptions (active and withdrawn employees), 340; mortality assumptions 
(disabled employees), 845-51; mortality assumptions (service retired en 
ployees), 356-7; new entrants’ age distribution assumptions, 401-2; payroll 
estimates, 405; prior service credit assumptions, 399-400; recovery rate 
assumptions, 364; salary seale assumptions, 404; service pattern assum] 


tion, 390: statement of Actuarial Advisory Committee on treatment of 


accrued liability, 305; withdrawal rate assumptions, 383-5. 


——.,, third: cost estimates, 311-12; employees’ census (active and inactive 





employees) assumptions, 392-4; mortality assumptions (active and with- 
drawn employees), 340-1; mortality assumptions (disabled employees) 
346-51; mortality assumptions (service retired employees), 356-7; imme 
diate age retirement assumptions, 367-8; immediate disability retirement 
assumptions, 375-8; new entrants’ age distribution assumptions, 401-2 


payroll estimates, 405-6; prior service credit assumptions, 399-400 ; recovery 


rate assumptions, 3864; salary scale assumptions, 404; service pattern as 
sumptions, 390-1; statement of Actuarial Advisory Committee on treatment 
of acerned liability, 305; withdrawal rate assumptions, 383-5. 


employees) assumptions, 392-4; family composition assumptions, 395-7 
immediate age retirement assumptions, 368-70: immediate disability retire 
ment assumptions, 375-9; indicates railroad retirement system financial 
sound, 127: mortality assumptions (active and withdrawn employees) , 340-1 
mortality assumptions (disabled employees), 346-51, 355; mortality assum) 
tions (service retired employees) 357-9, 362; new entrants’ age distribution 


fourth: cost estimates, 318: employee census (active and inactive 
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INDEX Ill 


assumptions, 401-2; payroll estimates, 406; prior service credit assumptions, 
309-400; recovery rate assumptions, 364; salary scale assumptions, 404; 
service pattern assumptions, 390-1; statement of Actuarial Advisory Com- 
mittee on treatment of accrued liability, 8305-6; withdrawal rate assumptions, 
383-7, 389. 

_ fifth: cost estimates, 294-6, 315-7: disagreement between Railroad Retire- 
ment Board and Social Security actuaries on extent of dual coverage, 416; 
employees’ census (active and inactive employees) assumptions, 392-4; 
factors complicating, and method used in computing costs, 324-6; family 
composition assumptions, 397; financial interchange assumptions, 416-21; 
immediate age retirement assumptions (employees with 10 or more years 
service), 368, 370-1; immediate disability retirement assumptions, compared 
with civil service retirement system and other insurance rates, 377-81: 
mortality assumptions (active and withdrawn employees) compared with 
Metropolitan Life Insurance and group annuity mortality rates, 340-1; mor- 
tality assumptions (disabled employees), “ompared with selected civil service 
and life insurance assumptions, 346-56: mortality assumptions (service re- 
tired employees), 359-60, 362-3; new entrants’ age distribution assumptions, 
401-2; payroll estimates, 406, 523; prior service credit assumptions, 399—400; 
recovery rate assumptions, 365; salary scale assumptions, 404; service pattern 
assumptions, 390-1; statement of Actuarial Advisory Committee on treatment 
of accrued liability, 306; weakness of assumptions and probable understate- 
ment of costs under, in view of Joint Committee actuarial consultant, 336-9: 
withdrawal rate assumptions, compared with railroad retirement experience 
and civil service retirement system assumptions, 383, 386-8. 






“Additive” method, used in coordinating social security and selected retirement 


systems, (1952), 756-68. See also Coordination of railroad retirement with 
social security. 


Adjusted service certificate fund, 431. 
Administration: difficulties anticipated where separate retirement systems are 


not coordinated or integrated, 617; innefficiency of, under early railroad 
union pension plans, 37. 


Administration (railroad retirement) ; comparison with selected retirement sys- 


tems, 188-90, 252-8; comparison with social security, 672; difficulties in, 
arising under present, 537: difficulties eliminated by Railroad Retirement 
Act of 1937, 84; difficulties likely to arise in application of 1951 dual benefits 
restriction, 664: difficulties likely to arise in application of various types of 
work clause, 436-7: issue whether integration with social security would 
benefit or impair efficiency and simplicity of, and comments of interested 
sovernment agencies, 710-13, 725-6, 732-4, 752; of disability annuity provi- 
sions, 255-7, 491-6 :— . as factor affecting immediate disability retire- 
ment rate, 380; of military service credit provisions, jointly by railroad 
retirement board and social security administration, 604-5; of prior service 
credit provisions, 89: of survivor annuities, jointly by railroad retirement 
bourd and social security administration, 602-3 ; opinion of employee organi- 
zations on quality of present, 554: opinion of employer organizations on 
quality of present, 559; opinions of nonaffiliated pension organizations on 
quality of present, 575: opinion of Railway Labor Executives Association 
on quality of present, 578; positions of interested groups on, at hearings on 
Crosser bill (1945), 97: provisions in memo of agreement (1937), 72: pro- 
visions in Acts of 1934, 1935 and 1937, and amendments of 190, 62, 69, 79-80, 
83-4, 89, 171-8; provisions in bills of 1934, 59-60; studies, being conducted 
by Railroad Retirement Board in 1942, 91. See also Bureau of Internal 
Revenue ; Railroad Retirement Board ; Tax collection. 

. costs of: allocation between retirement and unemployment insurance, 
117, 459-62: as percentage of total benefits paid, compared with selected 
retirement systems, (1951-52), 189-90; as percentage of total contributions 
taxes collected), compared with selected retirement systems (1951-52), 
189-90; comparison with selected retirement systems as of 1951-52, 189-90, 
254-5: estimated (1937-52), 309-17: estimated, including effect of financial 
interchange with social security in fifth valuation, 295: investment of rail- 
road retirement funds in government-guaranteed real estate mortgages 
would probably increase, 433: issue whether integration with social security 
would reduce, 710-13: total, 1943-52, compared with other public and private 
plans, and possible savings, 442-6. 


Advisory Council on Social Security ; integration of railroad retirement and social 


security recommended by, in 1948, 622, 634. 





IV INDEX 


Age: of employees covered by railroad retirement and selected other retirement 
systems, 260-1; of employees with railroad service in 1950 but not in 149, 
in 1949 but not in 1950, in 1949 and in 1950, 290, 695-8; required for coverage 
under selected retirement systems, 176, 199-200. 

——— at retirement: effect of, on amount of disability annuities, 521; effect of 
adequacy of retirement annuities on, 520; probable effect of removal of 195) 
dual benefits restrictions on, 665; relation of, to accident rates in railroad 
industry, 520. 

—annuitants. See Age annuities (railroad retirement), recipients of. 

Age annuities: inadequacy of amounts of, under railroad company pension 
plans, 29; number of recipients of, under selected retirement systems (1952), 
8; under Brotherhood of Locomotive Enginemen and Firemen pension plans, 
31; under Brotherhood of Railroad Telegraphers pension plans, 31-2; under 
Brotherhood of Railroad Trainmen pension plan, 31; under Brotherhood of 
Locomotive Engineers pension plans, 31; under Class I railroad, Pullman (o,, 
and Railway Express Agency pension plans (1932), 26; under Order of Rail- 
way Conductors pension plan, 31; under railway union pension plans (1ss2- 
1928 and 1932), 33-6; under typical railroad company pension plans (1132), 
26. See also Retirement benefits. 

Age annuities (railroad retirement): as condition of being “completely 
insured’, 105, 156, 158, 161, 163; estimated costs of lowering retirement age 
and increasing amounts of, 523; estimated costs of various proposals to lib- 
eralize amounts of, and eligibility requirements for, 525-6; need for main- 
taining proper relationship with disability annuities in liberalizing, 521-2: 
proposals on, in hearings on amendments of 1951, 9-10; provision for lump- 
sum payment of small, (under Acts of 1934, 1935, and 1937), 151-2: provi- 
sion in H. R. 4641, 82d Congress, 1951, 131; provisions in memorandum 
of agreement of 1937, 72-3; under Acts of 1934, 1935 and 19387, 61, 68-9, 78, 
80-1; under bills of 1934, 59; under Wagner-Crosser Bills of 1937, 75-7. See 
also Joint-and-survivors’ annuities: Maximum annuities (railroad retire- 
ment); Minimum annuities (railroad retirement); Retirement annuities 
(railroad retirement). 

, amounts of: adequacy of, as factor affecting immediate age retirement 
rates, 371; average, for all annuitants and for annuitants in social security 
employment, normal and prenormal retirement (1943), 643; average, for 
families (December 1951), 134; awarded January-June 1952, with and with- 
out spouses’ annuities, 518-19; changes in 1945-47, compared with changes 
in Consumers’ Price Index, 114; compensation used as basis for computing 
compared with selected other retirement systems, 217-19; gap between rail- 
road retirement and social security narrowed by Social Security Act 
Amendments of 1950, 120; general agreement on need for increase at House 
hearings (May—June 1951), 130; in current payment status at end of 1951 
and awarded January—November 1951, 499; increase in average (December 
1951), 184; increase in full annuities, 1937-51, not as great as rise in Con- 
sumers’ Price Index, 514-18; increase proposed, in 1948 bills, 116; increase 
proposed, in 1951 bills, 138; increased by amendments of 1951, 134; mini- 
mum, maximum and average, compared with other retirement systems, as of 
1952, 234-6; 1937 value of 1947 average, 114. 

———, awards: number and percent of, January—November 1951, by monthly 
amount, and average monthly amount, full and reduced annuities, 419; 
number and percent of, January—June 1952, with and without spouses’ annui- 
ties, by monthly amounts, and average monthly amount, 518-9; number in 
1951, by type of benefit, compared with selected other retirement systems, 
232-3; number, percent and selected characteristics of, January—November 
1951, by years of service, full and reduced annuities, 498. 

, benefit formula: comparison with selected other retirement systems, 
178-81, 220-30; provisions on, in Acts of 1934, 1935 and 1937; and Amend- 
ments of 1948 and 1951, 62, 68-9, 78-9, 151-4; under Wagner-Crosser Bills 
of 1937, 75: under memorandum of agreement of 1937, 72-4. See also Retire- 
ment annuities (railroad retirement) benefit formula. 

———., computation of, See Age annuities (railroad retirement) benefit formula; 
ccciapuadsslaitadidaiaaeile , dual benefits restrictions;  ~-.._-..-..-..-_._, maximum; 
sassistiniaiidtsd dia taaamabtic al , minimum; —~...------------_, reduction provisions. 

———., costs of : effect of immediate age retirement assumption on, 366-7; effect 
of immediate disability retirement rates on, 373; effect of mortality assump- 
tion (active employees) on, 339; effect of mortality assumptions (service 
retired employees) on, 356; effect of recovery rates (of disabled employees) 
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on, 363; estimated, in fifth valuation, including allowance for financial inter- 
change, 295; estimated, used in calculating net effect of financial interchange, 
332; minor effect of work clause on, 364; reimbursable from OASI at social 
security rates for employees with over ten years’ service, 333-4; various 
estimates (1937-52), 309-17. 

a -, dual benefits restriction (social security) : Comparison with selected other 
retirement systems, 185-6; provision in Amendments of 1951, 153. 

———, dual benefits restriction (military service), provision in Amendments of 
1940, 152. 

———, duration of payments, 481; provisions in Acts of 1934, 1935 and 1937, 
and Amendments of 1946 and 1951, 150-1. 

——, eligibility requirements : 467-70; comparison with OASI, 673; for normal 
and prenormal retirement, compared with selected other retirement systems, 
203-8; methods of liberalizing, 524: See also Age annuities (railroad re- 
tirement), years of service required ; Retirement age (railroad retirement), 
age annuities; Work clause (railroad retirement), for retirement annui- 
tants; Years of service (railroad retirement), required for age annuities. 

——, joint-and-survivor election: amounts increased by Amendments of 1948, 
118; permitted under Acts of 1935 and 1937, 148; provisions concerning, in 
Amendments of 1946 and 1951, 149. 

———-, maximum, comparison with selected other retirement systems, 181-3, 
230-2. 

——, minimum: comparison with selected other retirement systems, 181-3, 
230-2; estimated costs of increasing, under various conditions, 526; number 
and percent in current-payment status, December 1951, and awarded Janu- 
ary-November 1951, by monthly amount, and average monthly amount, 500. 

——, recipients of: actual and expected deaths among, 356-63; assumptions 
in fifth valuation as to social security employment and average primary 
social security benefit of future, 418; average number of years of service of, 
compared with selected other retirement systems, in recent years, 184-5, 
239-40; average quarterly earnings of annuitants in social security em- 
ployment in 1943, normal and prenormal retirement, 643; average retire- 
ment age of, compared with selected other retirement systems in recent years, 
258-9, 264-5; number and percent in current payment status, at end of 1951, 
by monthly amount, and average monthly amount, full and reduced annuities, 
499 ; number entering social security employment, by end of 1943, and percent 
of total, by annuity beginning date, normal and prenormal retirement, 639— 
40; number of, as of 1951, compared with selected other retirement systems, 
233-5; number in social security employment each year, 1937-43; and per- 
centage of total, normal and prenormal retirement, 641-2; number with 
wives eligible for spouse’s benefits (December 1951), 134. 

- -,reduction provision (for early retirement) comparison with selected 
other retirement systems, 220-30; under Acts of 1934, 1985 and 1937, and 
Amendment of 1946, 151-2. 

= -- reduction provision (for joint and survivor annuity), under Acts of 1935 
and 1987, 151-2. 

——, reduction provision (for previous disability annuity), under Act of 1937 
and Amendment of 1946, 152. 

———, reduction provision (for retirement after 65), under Act of 1985, 151. 

———-, retirement age. See Retirement age (railroad retirement), age annuities. 

——., work clause. See Work clause (railroad retirement), for retirement an- 
nuitants. 

———, years of service required: for normal and prenormal age retirement, com- 
pared with selected other retirement systems, 203-8; under Acts of 1934, 
1935 and 1937, and Amendments of 1946 and 1951, 148-50. See also Ten-year 
provision (railroad retirement). 

Age at retirement. See Retirement age; Retirement age (railroad retirement). 

Age requirements, for various railroad retirement survivor benefits, 470. 

Aged and disabled, homes for, under railway union pension plans, (1882-1928), 
33. 

Aged persons: growth of social responsibility for, 17-23; number of, and per- 
centage of total population 1900-50, and urban-rural distribution, 20-1; 
proportion of, among employees covered by railroad retirement and selected 
other retirement systems, 191. 

,economic status of: 6, 11; as indication of need for liberalizing benefits 





and eligibility requirements, 518-20; severe effect of depression on, 21; value 
of work clauses affected by, 440-1. 
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Aged widows’ annuities. See Widow's annuities (railroad retirement), for aged 
widows. 

Agreement, memorandum of, 1937. See Memorandum of agreement of 1937 

Aiken, Sen. George D., 116. 

Airlines, domestic, inter-city revenue passenger traffic of, 1926-51, 412. 

Alaska railroad retirement fund, comparison of interest yield) with railrog 
retirement and other public plans, 451. 

Alton Railroad Co. See Railroad Retirement Board vr. Alton Railroad Co. (1935 

Alton Railroad Co. vr. Railroad Retirement Board (1936), parts of Railroad 
Retirement Act of 1935 declared unconstitutional by, 70. 

Aluminum Co. of America pension plan, illustrative monthly benefits under, 
690, 

Altmeyer, Arthur J., 686. 

Amalgamated clothing workers pension plan, illustrative monthly benefits under 
60. 

Amendments of Railroad Retirement Act, of 1987; comparison of, with amend 
ments in selected other retirement systems, 194-6: miscellaneous (1937-45) 

S87: number introduced in House of Representatives (1987-45), 90; number, 

sponsors, and provisions of, introduced in Sist and S2d Congresses, 120-4 

proposed in 147, 111-3. 

. of 1940: captive coal mines excluded from coverage by, 87-8, 143-4 
compilation of prior service records authorized by, S9-90; provision for credit 
of military service before 1937 toward retirement annuities and survivor 
benefits, 88, 145-6, 152, 160, 603-4: provisions of, for appropriations to cover 


costs of compiling prior service records, 166; . for appropriations 1 
cover costs of military service credit, 165-6; —- . on coverage of employ 
ees in foreign countries, 87, 144; . on crediting of Compensation for 


service to local lodges or divisions of railway labor organizations, 147 
——, of 1942: provisions of, for appropriations to cover costs of militar 


service credit, 166; ——, for credit of military service after 1936 toward 
retirement annuities and survivor benefits, S8—9, 146—7, 604: ——. Of 
amounts of residual lump-sum death benefits payable, 160; —, on cover 
age of employees of railway labor organizations not conducting principal part 
of business in the United States, 144: . on crediting compensation for 
service to general committees with jurisdiction primarily outside the United 
States, 147; — . on designation of beneficiaries for residual lump-sum 


death benefits, 89, 154. 
- of 1944; appropriation to cover cost of compiling prior service records 
extended by, 166. 

—— of 1946: 2, 8 12-38, 90-111: application to existing annuitants, 103-4 
benefits under, generally higher than social security benefits, 656; cost effects 
of, See Actuarial valuation, third; disability program liberalized by, 490) 
effect of, on recovery rate (disabled employees) assumptions, 364 ; ————, on 
immediate retirement rates, 876; ————, on family composition assumptions 
395-6 ; -, on administrative costs, 443; ——, on average annuities 
516; ——, on mortality assumption (disabled employees), 346-51: esti 
mated actuarial costs of, third valuation, 312; fought by railroad industries 
and supported by Railway Labor Executives Association, 1946-47, 111: need 
to take account of, in selecting immediate disability retirement rates, 574 
provisions of, for coordination of retirement and survivors annuities wit! 


social security, 608-4, 683-4, 647-51; ————, for disability annuity work 
clause, 151; ————, for occupational as well as total disability annuities 
510-18 ; —, for increased payroll taxes and new tax schedule, 164; - 
for judicial review, 170-1; ————, for new minimum retirement annuities 
152 ; -, for survivor annuities (types, eligibility requirements, dura 
tion), 154-6, 159, 160-2; ————, for various types of retirement annuities 
148-9 ; . on coverage of professional and technical employees and red 
caps, 144; —, on creditable and average monthly compensation, 147-8 
—, on disposition of annuities unpaid at death of annuitant, 151, 15! 
, on years of service creditable, 146; ———., redefining employment 
relation, 144; recomputation of annuities to take account of newly acquired 


“o- 


service or eligibility qualification prohibited under, 152; reduction provisio! 
for early retirement eliminated by, for women and disabled annuitants, 152 
reduction provision for previous disability annuity eliminated by. 152 
report recommending distribution of survivor annuity costs between soci 
security trust fund and railroad retirement account required by, 166, 605 
633-4, 658; summary of principal changes contained in, 103-11. 
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of 1948: 2, 8, 13, 111-18; application to existing annuitants, 118, 153; 
disability annuities increased by, 513; effect of, on average annuities, 516; 
, on prior service credit assumptions, 400; four main provisions of, 
117-8: integration with social security discussed at hearings on, 635; pre- 
liminary Cost estimates for, and actual costs of, 312-13; provisions in, desig- 
uation of beneficiaries for residual lump-sum death benefits, 157; residual 
jump-sum death benefit restored by, 156-7, 162; retirement annuities in- 
creased by, 152-38. 
of 1951: 2, 8-13, 118-88; comment of Murray Latimer on cost effects of, 
581, 583; compared with Murray-Crosser bills (1951), 125-6; coordination 
with social security under, 646; - —, considered adequate by Association 
if American Railroads, 753-4; current-payment status of railroad retirement 
benefits adjusted under, 496; effect of, on administrative costs, 443; - 
on amounts of retirement annuities received by employees with and without 


wives, 501-2; ———, on average annuities, 516; ————, on coordination 
with social security of survivor annuities, 648-50; - , on need for co- 
ordination and integration with social security, 616; , on need for mili- 
tury service credit appropriation, 681-4; - , on prior service credit 
assumptions, 899-400; - , on Railroad Retirement Board man-year re- 
quirements, 461; ——-——,, on disability annuity program, 513; —, on 
retired employees and surviving families, 134; . on significance of 
immediate age retirement assumptions, 3867; - —, on significance of mor- 
tality assulmptions (withdr: iwn employees), 345; , on withdrawal 
rate assumptions, 381-2, 386; family composition assumptions used in esti- 


mating costs of, 396; ‘financial interchange required by, 166-7; informa- 
tion on dual coverage lacking at hearings on, 415; integration with social 
security discussed at hearings on, 635; major changes contained in, 134; 
most important features of, from point of view of costs, 324; need to 
take account of, in selecting immediate disability retirement rates, 374; 
not taken into account by Bureau of the Budget in recommendations for 
integration with social security (1952), 538; operating unions’ opposi 
tion to favorable treatment of low earnings given considerable weight 
during congressional consideration of, 320; preliminary cost estimates for 
different versions of, 313-5; provisions of, for coordination with social 


security, 646, G48; . for crediting of service after 65, 146; - . for 
social security minimum, 153, 162-3; . for spouses’ as well as other 
retirement annuities, 149-50; . for widowers’ as well as other sur- 
vivors’ annuities, 157-9, 162-38; . for new work clause for survivor 
annuitants, 159-60; ————, on coverage of employees with less than ten 
years’ service, 145; - —, on duration of payments of retirement annuities, 
11; ———, to minimize inequities resulting from dual coverage, 700; 


Railway Labor Executives Association reluctant to recommend changes until 
further experience under (1952), 578: recomputation of annuities to take 
service after 65 into account permitted by, 153; requirement for ten years of 
service introduced by, 149; restriction of dual benefits under, 153; retire- 
ment annuities increased by, 153-4; “saving clause” in application of dual 
benefits restriction to existing retirement and survivor annuitants by, 153, 
162, 477-8: social security type work clause proposed during Congressional 
consideration of, 435; social security work clause applied to railroad em 
ployment of social security beneficiaries by, 667-8; survivor annuities in- 
creased by, 162-8; three principal reasons for, 120; too recent to appraise 
working of, in hearings of Joint Committee, (1952), 140. See also Ten year 
provision (railroad retirement); Financial interchange (between railroad 
retirement and social security) ; Spouses’ annuities (railroad retirement) ; 
Benetits (railroad retirement) ; Years of service (railroad retirement) ; Dual 
benefits restriction of 1951; Saving clause, Social security minimum guaranty. 

of 1952; effects of, on actuarial costs of railroad retirement 313-4, 
352; ————, on financial interchange, 295, 332: made necessary by amend- 
ments to Social Security Act, 139; new work clause for survivor annuitants 
provided by, 160. 


American Association of Social Workers, integration with social security sup- 


ported by (1949), 628 


Alerican Enterprise Association, integration with social security favored in 


pamphlet published by (1945), 624. 


American Express Co. See Express companies, 


pension plan, as first formal pension system in United States, 24. 
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American Federation of Labor: attitude of, toward private and government 
attempts to provide security, 29; Crosser bill (1945) supported by, 9. _ 
American Federation of Labor, Railway Employees Department. See Railway 
Labor Executives Association. F 
American Short Line Railroad Association: change in dual benefits restricting 
at this time opposed by (1952), 667; change in ten year provision at this 
time opposed by (1952), 654; change in financial interchange provision 
opposed by (1952), 662; Crosser bill (1945) opposed by, 97; increase jn 
payroll taxes and taxable compensation opposed by (1952), 555; integra- 
tion with social security opposed by (1952), 5-6, 616, 619-20, 687, 754-5. 
letter from, to Hon. Paul H. Douglas opposing integration with social secu. 
rity at this time (1952), 754-5; opinion of, on quality of present railroad 
retirement administration (1952), 559; position of, on proposals for tore 
liberal computation of average monthly compensation, and for differeyt 
methods of crediting prior service, (1952), 557; , ON proposals to 
change eligibility requirements for various annuities and benefits, (1952), 
557-8; , on proposals to change social security minimum guaranty, 
(1952, 556; , on proposals to change work clauses (1952), 555-4: 

, on proposals to increase benefits (1952), 556; railroad retirement 
bills of 1935 opposed by, 65; reply by, to Joint Committee Questionnaire on 
integration with social security (1952), 687; reply by, to Joint Committee 
Questionnaire on proposals for change (1952), 531-2, 536. 

American Telephone and Telegraph Company pension plan: amendments in 
(1913-49), 196, 277-89; changes since 1940 in total payrolls, average com- 
pensation, pension accrual rates and average benefits paid under, 1/12 
268—72; compared with railroad retirement and other public and private 
pension plans, 174-274; date established, 194; no supplemental pension plan 
under, 196; provision for work-connected disability under, 177; termina- 
tion clause in, 197-8. 

———, administration (organization and costs), 189, 254. 

———-, beneficiaries: average retirement age of (1950 and 1951), 239, 265; 
average years of service of (1950 and 1951), 185, 240; number, by type of 
benefit, 1951, 183, 234. 

, benefit formulas, 181, 230. 

, benefits: compensation used as basis for computing, 219; coordination 

of, with social security benefits, 186, 240-4; eligibility of withdrawing em- 

ployees for, 202; illustrative monthly, under various conditions, 690; 

minimum and maximum (1951), 184, 231-2; minimum, maximum and aver- 

age paid, by type of benefits (1951), 184, 236; no elective, 215; number 
awarded, by type (1951), 183, 233; total paid, as percentage of total pay- 
roll, by type of benefits (1951), 184, 236-7; total paid, as percentage of 

total wage costs (1951), 259; types of, provided, 203. 

, contributions: 187, 246; no employee, 246; total, in 1951, 188, 250-1; 
total payroll on which collected in 1951, 188, 250. 

——, contributory basis, 245. 

, costs of (1950), 250. 

, coverage: 200-1; compulsory participation in, 202. See also American 
Telephone and Telegraph Co. pension plan, employees covered. 

——., eligibility requirements: for age retirement benefits, 177, 207; for 
death benefits (lump-sum), 214; for disability benefits, 210, 255-7; for 
supplementary and short-service pensions, 217; for survivor benefits, 212. 

, employees covered: age and sex distribution, years of service and aver- 
age earnings of, 261-4; number of, as percentage of total employees, and 
of total eligible employees (1951), 176, 198, 199; proportion of older peo- 
ple and males among, 191; turnover among (1951), 266-7. 

——— financing: 247-52; actuarial reserve basis, 248; information on amortiza- 
tion of accrued liability not available, 249; investment of reserve compared 
with railroad retirement and other pension plans, 252, 430; not fully funded, 
248; of benefits based on prior service, 247; reserve in 1951, 251; self-insured, 
247; unfunded accrued liability in 1951, and plans for handling, 249, 251. 

, work clause under, 191, 258. 



































American Train Dispatchers’ Association. See Railway Labor Executives’ As- 
sociation. 

American Transit Association, opposes 1935 railroad retirement bills, 65. 

Amortization, of accrued liability, in railroad retirement and selected otler 
retirement systems, 249, 303-4. 
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INDEX IX 


Annuities. See Age annuities; Children’s annuities; Death benefits, one-year 
annuity; Disability annuities; Joint-and-survivors’ annuities; Parents’ an- 
nuities; Retirement annuities; Spouses’ annuities; Survivors’ annuities; 
Widowers’ annuities ; Widows’ annuities. 

Annuities, computation of. See Benefit formulas; Dual benefits restrictions; 
Maximum annuities; Minimum annuities; Reduction pensions. 

Annuities, definition of, for this report, 76n. 

Appeals: possibility of, against decisions that claimant not totally or occupation- 
ally disabled, 493-4; provisions in Railroad Retirement Acts of 1935 and 
1937 permitting, 84,1738. See also Judicial review. 

Appeals Council, right of claimants deemed not totally or occupationally dis- 
abled to appeal to, 493-4. 

Appropriations: amounts of, for railroad retirement in fiscal years 1938-52, 
292-293; correspondence between Bureau of the Budget and Railroad Re- 
tirement Board on need for military service credit (1952), 681-684; effect 
of ten year provision on need for military service credit, 653, 655; pro- 
visions in Railroad Retirement Acts of 1934, 1935, and 1937, and Amend- 
ments of 1940, 1942, and 1944 for, 165-166; provisions in railroad retirement 
and selected other retirement systems, 186-188 ; recent changes in procedures 
for granting, 302-303 ; role in railroad retirement financing of, 306-308. See 
also Federal participation. 

Armed forees, effect of manpower requirements of, on new entrants’ age dis- 
tribution (1951-52), 402. 

Army and Air Force Nurse Corps retirement system: benefit formulas for various 
retirement benefits under, 222, 226, 228; compensation to which benefits are 
related under, 218; date established, 194; eligibility requirements for dis- 
ability benefits under, 208, 210; eligibility requirements for lump-sum death 
benefits under, 214; eligibility requirements for retirement benefits (com- 
pulsory, voluntary and involuntary retirement) under, 204; eligibility re- 
quirements for separation or withdrawal benefits under, 216. See also 
Uniformed services retirement system. 

Army and Air Force retirement system: benefit formulas for various retirement 
annuities under, 179-180, 221-222, 225-228; compensation to which benefits 
are related under, 218; date established, 194; eligibility requirements for 
disability benefits under, 208-210; eligibility requirements for lump-sum 
death benefits under, 214; eligibility requirements for separation or with- 
drawal benefits under, 216; eligibility requirements for various retirement 
benefits (compulsory, voluntary and involuntary retirement) under, 204. 
See also Uniformed services retirement system. 

Assessments. See Contributions; Payroll taxes. 

Assistance, old age. See Old age assistance. 

Assistance, public. See Public assistance. 

Associated Railway Employees, proposes non-contributory pension plan in 1931, 
DS. 

Association of American Railroads: all amendments before 1951 Senate hearings 
opposed by three representatives of, 126; Amendments of 1940 on employees 
in foreign countries supported by, 87; as party to agreement on railroad 
retirement legislation in 1937, 70-74; as party to compromise of 1948 on rail- 
road retirement benefits and railroad unemployment insurance taxes, 116- 
117; changes in dual benefits restrictions opposed by (1952), 667; changes in 
ten year provision not recommended by (1952), 654; changes in financial 
interchange provision opposed by (1952), 662; Crosser bill of 1945 op; osed 
by, 97; future taxable payroll estimated by (1947), 115; increase in payroll 
taxes and taxable compensation and liberalization of benefits opposed by 
(1952), 484, 555, 589-590 ; integration with social security at this time opposed 
by (1952), 5-6, 616, 619, 686-687, 753-754; position of, in hearings on 1951 
amendments, 10; railroad retirement bills opposed by, at 1935 hearings, 65; 
railroad retirement bills supported by, at 1937 hearings, 75; Railroad Retire- 
ment Board's report on actuarial soundness of S. 1347 (1951) challenged by, 
116, 127; reply by, to Joint Committee Questionnaire on integration with 
social security, 686-687, 753-754 ; reply by, to Joint Committee Questionnaire 
on proposals for change, 531-532, 535-536, 589-590; S. 2437 (1948) held finan- 
cially unsound by, in 1948 hearings, 116; study of need for inte zration favored 
by (1951), 635; testimony of, at 1952 hearings of Joint Committee on Railroad 
Retirement Legislation, 141; Wolverton-Ives-Taft bill of 1948 supported 
by, 117. 
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Atlantic Coast Line, constitutionality of 1985 Acts challenged by a few employees 
of, 70. 

Attorney General’s Committee on Administrative Procedure, sees need for coor 
dination of railroad retirement and social security administration decisions 
(1940), 632. 

Automobiles, private, intercity revenue passenger traflic of (1926-51), 412. 

Average monthly compensation. See Compensation, average monthly. 


B 


Background (railroad retirement system). See History (railroad retirement 
system) 

Bailey, Justice Jennings, 70. 

Balances in railroad retirement fund. See Reserve (railroad retirement) 

Baldwin Locomotive Works pension plan, years of service requirements of, as 
precedent for railroad retirement ten-year provision, 651. 

Baltimore and Ohio Railroad Company pension plan, as early plan for protection 
against poverty in old age, 24-25. 

Bartelt, E. F., letter from, on investment of railroad retirement reserves (1952 : 
447-448. 7 

Base point offices (Railroad Retirement Board). See Field offices (of Railroad 
Retirement Board). 

Basic amount. See Survivors’ annuities, (railroad retirement), benefit formula, 

Beneficiaries. See Benefits, recipients of; Benefits (railroad retirement), re 
cipients of, - 

LDeneticiaries, designation of. See Residual lump-sum death benefits (railroad 
retirement), designation of beneficiaries for. B 

Benefit formula: more account taken of years of service under railroad retire 
ment than under social security, 612; preference to low service and low 
earnings under social security and railroad retirement, as factor contribu 
ing to inequities under various types of dual coverage, 701, TOT-—TO9; uncer 
Class I railroads, Pullman Company and Railway Express Agency pension 
plans (1932), 26; Weighting in favor of low earnings under, in social security 
and railroad retirement, as reason for duel benelits restrictions, 654 

Benefit formula (old-age and survivors’ insurance). Sce Social security 
age and survivors insurance), benefit formula. 

Benefit formula (railroad retirement): See Age annuities, benefit formula 
Children’s annuities, benefit formula; Death benefits (insurance lump-sum), 
benelit formula; Death benefits (one-year annuities), benefit formula: 
Death benefits (residual lump-sum), benefit formula; Disability annuities, 
benefit formula; Dual benefits restrictions; Joint and survivor aunuities, 
benefit formula; Parent's annuities, benefit formula; Pensions, amounts of 
Reduction provision ; Retirement annuities, benefit formulas ; Spouses’ annui 
ties, benefit formula; Survivors’ annuities, benefit formula: Widows’ annui 
ties, benefit formula; Widowers’ annuities, benefit formula. 

Benefits : 


(ole 


comparison of railroad retirement and social security provisions for, 
G72; disbursements of, and administration costs as percentage of disburs 
ments, in railroad retirement and other selected retirement systems (1952) 
255; disbursements of, and ratio of administration costs to disbursements 
in railroad retirement and social security (1943-52), 444; eligibility require- 
ments for elective, in railroad retirement and other selected retirement sys 
tems, 214-215; influence of Pennsylvania plan on provisions of, under other 
railroad company plans, 26; number of payments of, and administrative costs 
per payment, in railroad retirement and social security (1943-52). 444 
possibility of unfair restrictions in, where separate retirement systems not 
coordinated or integrated, 616-617; reductions and delays in payment of 
under union pension schemes, as reason for shift to legal reserve insuranc 
systems, 46-47; under American Express Company pension plan, 24: unde 
Baltimore and Ohio Railroad Company pension plan (1880), 25; under early 
railroad union and railroad company pension plans, 32; under Grand Trunk 
Railway Company pension plan, 24; under Pennsylvania Railroad Company 
pension plan (1900), 25; under railroad union pension plans (1982), 34-36 
under typical railroad company pension plans (1932), 26; under various co 
pany pension plans (19382), 26. 
——, amounts of: average, after adjustments with social security, unde! 
raYroad retirement and selected other retirement systems (1951), 240-242 
average, under railroad retirement and selected other retirement systems 
by years since 1949, 272; average, under social security (1957-51), 274 
average annual per capita, under selected railroad company pension plats 
(1900-27), 27; compensation used in computing, in railroad retirement and 


= 
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eS other selected retirement systems (1951), 217-219: growth of, under rail- 

road company plans, 28; illustrative monthly, under railroad retirement and 
iT various integrated and non-integrated public and private pension plans, 
lis 689-690 ; in selected railroad company pension plans (1900-27) and Class I 


wre 


railroad companies pension plans (1927-36), 27: inadequacies of, under 
railroad company and union pension plans, as factor creating pressures for 
federal legislation, 44-45; increase proposed in railroad unemployment in- 
surance (1948), 116; minimum primary social security assumed for future 
railroad retirement annuitants and withdrawals in fifth valuation, 418; 
recomputation of, to take account of additional service, under railroad retire- 
ment and social security, 679; reduced under railroad company pension plans 
(1931-32), 28. 

, computation of. See Benefit formula. 

. cost of : total annual, as percentage of total, and total taxable, payrolls, 
in railroad retirement and selected other retirement systems (1951), 14, 
286-237: total annual, for retirement, disability and survivor benefits in 


: selected retirement systems (1938-47), S: total monthly, in selected retire 
) ment systems (1952), 7-8. See also Actuarial costs (railroad retirement). 

- , recipients of : average number of, in selected railroad company pension 
id plans (1900-27), and Class I railroad company pension plans (1981), 27; 


national survey of social security (1951), 274; number of, in railroad com- 
pany pension plans (1932), 28; number of, in railroad retirement and 
selected other retirement systems (1952), 7—-S, 183-184, 235-235. 

_ , types of, in railroad retirement and selected other retirement systems, 








ad 202-203, 270-271. 

Benefits (railroad retirement) : 464-513: actuary’s recommendation for relating, 
e more Closely to tax income, 339: aggregate amount of, paid each year from 
NM 1986-37 to 1951-52, 496; amendment of provisions on, required by Social 
i Security Act Amendments of 1952, 139; arguments concerning, in Railroad 
le} F Retirement Board vy. Alton Railroad Company, 63-64: as provided for in 
On memoranduin of agreement (1937), 72-74; Bureau of the Budget favors 
ty tightened structure and integration of, with social security (1952), 537; 


Bureau of the Budget questions differences in structure between social 
id security and (1952), 537: comments of Bureau of the Budget on possible 
inequities under present coordination of, with social security, 608; com- 


a ments of Bureau of the Budget on problems arising from differences between 
1), social security and, 611-612: cost of living increased less than value to 
a: employees of, 518: dual benefits restriction held necessary for financing of, 
pS, 665; effect of work clause on receipt of, 485; “forfeiture” of, under ten 
PS, year provision, 6538-654; general excess over taxes of, as argument against 
if : 1951 dual benefits restriction, 666-667; inequities and duplications in, aris- 
i- ing under present coordination with social security, 731-732; inequities in, 
ni resulting from various types of dual coverage, 700-710; Joint Committee on 
Railroad Retirement Legislation directed to study provisions for, 135; loss 
an, of, resulting from shifting employment (1987-45), 631-633; “more favor- 
0 able” relation of, to payroll taxes under social security, as argument in favor 
ry of integration, 692-693: number of claims for, received or reopened, and 
ts number of monthly payments (1946-52), 459: number of payments of, in 
re- 1936, 70: payments of, under financial interchange, 330-351; proposals and 
s discussion on, in hearings on 1951 amendments, 9-11; provisions in Rail 
er road Retirement Acts of 1954 to 19837, 61, 68-70, 78-79: relationship be- 
‘ts tween various types of, as necessary consideration in liberalizing benefits 
4 and eligibility requirements, 520-522; R. Reagh favors provision under 
ot social security of “social” (1952), 561; statement of Railroad Retirement 
of Board denying that social security pays more, in relation to taxes, TH0-751 ; 
ce statement of Railroad Retirement Board on present coordination of, 2nd 
ie! possible effects of integration with social security, T47—-759; tightened 
‘ly structure of, favored by Bureau of the Budget as possible means of increas- 
nk ing revenues (1952), 615: value of, to former and present employees (fifth 
ny valuation), 316-317: value to employees of, under Act of 1937 and Amend- 
5 ments of 1946, 1948 and 1951, compared with cost of living, 517-518. See 
! also Age annuities; Children’s annuities; Death benefits; Disability an- 
nuities; Parents’ annuities; Retirement annuities; Spouses’ annnities; Sur- 
e! Vivors’ annuities; Widowers’ annuities; Widows’ annuities. 
- x 32494—53—pt. 1——52 
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———,, amounts of: as factor affecting size of accrued liability, 301; average 
family, for retired persons with eligible spouses (December 1951), 134: 
Bureau of the Budget urges increase in (1951), 132; dual benefits restric. 
tions as means of increasing, 662; effect of 1948 and 1951 increases in, oy 
prior service credit assumptions, 400; financial interchange as means of 
increasing, 659; financial soundness of increase in, as chief issue at 14s 
Senate hearings, 116; general increase in, not advocated in Crosser bi!| o: 
1945, 99-100; increased by 1951 amendments, 10; low level of, as argument 
against work clauses, 439-440; low level of, as argument in favor of incress 
ing tax base in 1951 hearings, 427; nonafliliated pension groups favor jp- 
crease in (1952), 538; operating unions doubt possibility of increase jy 
(1952), 534; position of M. Latimer on proposals to increase (1952), 56: 
proposals for calculation of, on more favorable basis, 11; proposals to jn- 
crease, joined with proposals to increase tax rates, 424; provision in com- 
promise of 1948 for increase in, 117; Railroad Yardmasters of North America 
favor increase in (1952), 535; use of reserves proposed as means of incress- 
ing, 140, 522. See also Benefits (railroad retirement), liberalization ot 

——., costs of: analysis of, by type of benefits (fifth valuation), 326-32; 

average period of payment assumed in calculating (1937-52), 309-317; ef. 

fect of financial interchange with social security on, 414-416; effect of 

increase in tax base on, as issue at hearings on 1951 amendments, 424, 427; 

effect of mortality assumption (active employees) on, 339; effect of new 

entrants’ age distribution assumption on, 401, effect of payroll estimates 
on, 405; effect of salary scale assumptions (levels and trends) on, 403; effect 
of service patterns on, 389-390 ; effect of withdrawal rates on, 381; estimated, 
allowing for financial interchange, 295; estimated, under various proposals 
for flat rate increases, 525; history of, 309-317 ; negligible effect of mortality 
assumptions (withdrawn employees) on, 343; position of M. Latimer on 
effects of increased taxable compensation on, (1952), 583-584; summary 
of general actuarial methodology used in estimating, 421-422; to bene- 

ficiaries, 8318-321; total (1952), 7. 

, liberalization of: as discussed at 1952 Joint Committee hearings, 1'39- 
141; as factor causing disbursements from railroad retirement account to 
increase, 294; as subject of Joint Committee Questionnaire on Proposals 
for Change, 530; considered impossible by Railroad Retirement Board with- 
out provision for financing (1952), 537, 590-591; financial feasibility of, 11; 
financing of, as most important issue for railroad retirement, 4; flat-rate 
increase as method of, 524; issues surrounding, 11; opposed by Association 
of Amerian Railroads (1952), 536, 590; positions of employee organizations 
on various proposals for (1952), 549-550, 552-533, 556-557; position of 
employer organizations on various proposals for (1952), 558; position of 
government agencies on various proposals for (1952), 562-563, 565; position 
or non-affiliated pension organizations on various proposals for (1952), 560- 
571, 574; position of Railway Labor Executives’ Association on various pro- 
posals for (1952), 577-578; substantial, opposed by American Short Line 
Railroad Association (1952), 536; various proposals for, described and 
evaluated, 514-614. See also Benefits (railroad retirement), amounts of 
, recipients of: financial status of, as necessary consideration in liberaliz- 

ing benefits and eligibility requirements, 518-520; number of (1986), 70: 
number of (1946-52), 459. 

Bennett, Hon. John D., 132. 

Bethlehem Steel Company pension plan: description of plan, showing coordi- 
nation with social security (1952), 758; illustrative monthly benefits under, 
690; retirement annuities payable under, by selected wage levels and yeurs 
of service (1952), 764-765; years of service requirements under, as precedeut 
for railroad retirement ten-year provision, 651. 

Beveridge Report, integrated social insurance system recommended by, 618-619. 

Bills introduced: in 7ist, 72d and 73d Congresses (1930-34) to establish a 
non-contributary railroad retirement system, 58, 60-61; in 72d and 73d 
Congresses (1932-34) to establish a contributory railroad retirement system, 
57-61; in 74th Congress (1935) to establish a contributory railroad retire- 
ment system, 64-65: in 75th Congress (1937) to establish a contributory 
railroad retirement system, 74; in 76th Congress (1940), on captive coal 
mines, compilation of prior service records, credit for military service before 
1937, and employees on foreign countries, 87-90; in 77th Congress (1942) 
on credit for military service after 1937 and on designation of beneficiaries, 
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88-89; in 78th and 79th Congresses (1944-45), to amend railroad retirement 
legislation, 91-92; in 80th Congress (1947-48), on railroad unemployment 
insurance, 114, 116; in 80th Congress (1948), to increase railroad retirement 
age annuities and restore residual lump-sum death benefits, 116; in 80th 
Congress (1948), embodying compromise of 1948, 117; in 80th Congress 
(1947-48), to amend railroad retirement legislation, 112-113; in Sist and 
82d Congresses (1949-52), to amend railroad retirement legislation, 120-124; 
in 82d Congress (1951), to increase railroad retirement annuities and pen- 
sions, and otherwise to amend railroad retirement act, 125-126, 131; in 82d 
Congress (1951-52), for liberalizing railroad retirement benefits and eligi- 
bility requirements, 125, 526-527, 546. 

Bituminous Coal Operators (United Mine Workers) pension plan: description 
of the plan, showing coordination with social security (1952), 763; retire- 
ment annuities payable under, by selected wage levels and years of service 
(1952), 764-765. 

Bonds, State and municipal: investment in, as one alternative method of invest- 
ing railroad retirement reserve, 432. 

Branch offices (Railroad Retirement Board). See Field Offices (of Railroad 
Retirement Board). 

Brandeis, Justice Louis D., 64. 

Bronson, Dorrance, 127, 624. 

Brookhart, Hon. Smith W., bill incorporating proposals for non-contributary 
railroad retirement system, introduced by (1932), 58. 

Brookings Institution: integration favored by, in 1949 recommendations to 
Hoover Commission, 621, 635; opposition to separate system for railroad 
retirement, indicated in 1946 survey by, 624. 

Brotherhood of Locomotive Engineers: detailed analysis of pension plan estab- 
lished by (1912), 34; development of pension plan by (1891-1924), 30-31; 
position of, on Crosser bill of 1945, 96-99; proposals by, in hearings on 1951 
amendments, 9-10; railroad retirement bills of 1935 approved by, 65; railroad 
workmen’s compensation opposed by (1942), 91; reply by, to Joint Com- 
mittee Questionnaire on Proposals for Change, 531; shift from pension 
scheme to legal reserve insurance system by (1933), 41-44. 

Brotherhood of Locomotive Firemen and Enginemen: detailed analysis of pen- 
sion plan established by (1920), 34-35; development of pension plan by 
(1882-1926), 30-31; establishment of legal reserve insurance system by 
(1928), 44-45; position of, in 1951 Senate hearings, 126; proposals by, in 
hearings on 1951 amendments, 9-10; reply by, to Joint Committee Question- 
naire on Proposals for Change, 531; strain placed by seniority system on 
pension plans of, 37. 

Brotherhood of Maintenance of Way Employees, 32. See also Railway Labor 
Executives’ Association. 

Brotherhood of Railroad Signalmen of America: provision for disability benefits 
by (1923), 32. See also Railway Labor Executives’ Association. 

brotherhood of Railroad Telegraphers, development of pension plans by (1915- 
24), 31-82. 

Brotherhood of Railroad Trainmen: detailed analysis of pension plan established 
by (1922), 35; development of pension system by (1891-1928), 30-31; posi- 
tion of, on Crosser bill of 1945, 96-99; proposals by, in hearings on 1951 
amendments, 9-10; railroad workmen's compensation opposed by (1942), 91; 
reply by, to Joint Committee Questionnaire on Proposals for Change, 531; 
shift from pension scheme to legal-reserve insurance system by, (1933) ; 
38-41 ; strain placed by seniority system on pension plan of, 37. 

brotherhood of Railway Carmen of America. See Railway Labor Executives’ 
Association. 

Brotherhood of Railway and Steamship Clerks, Freight Handlers, Express and 
Station Employees. See Railway Labor Executives’ Association. 

brotherhood of Sleeping Car Porters. See Railway Labor Executives’ Association. 

suck, George B., 305. 

“Bumping.” See Seniority (railroad). 

Bureau of Employment and Claims (Railroad Retirement Board), 456. 

Bureau of Internal Revenue: function of, in administering social security, 189; 
function of, in collecting railroad retirement taxes under Carriers’ Taxing 
Acts of 1935 and 1937, 69, 86, 164; function of, in collecting railroad re- 
tirement taxes under Crosser Bill of 1945 as amended, 96, 102-193; injunc- 
tion against (1936), 70; statement of Treasury on tax-collecting functions 
of, at hearings on Crosser Bill of 1945, 98. See also Treasury Department 
(U. 8.). 
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Bureau of Labor Statistics, 274, 529. 

Bureau of Law (Railroad Retirement Board), 456. 

Bureau of Old-Age and Survivors’ Insurance. See Federal Security Agency 
Social Security Administration. 

Bureau of Railway Economics, testimony by director of, at 1934 hearings, 59 

Bureau of Retirement Claims (Railroad Retirement Board): 456, 492; pro 
cedures of, for rendering decisions on occupational disability, 494. 

Bureau of the Budget: agreement of, with argument that inequities and dupli 
eation arising under present coordination provide justification for inte. 
gration, 731; agreement of, with argument that social security should pro 
vide a universal base, 729-730; arguments of, that integration with socia| 
security would result in financial savings, 727-728, 734-736; change in dna 
henefits restriction opposed by, 667; changes in provision for financial inte: 
change recommended by, 661-662; comments of, on alternative methods 
of closer coordination or integration with social security, 738-741, 766: 
comments of, on arguments for and against integration with social security 
722-737 ; correspondence between Railroad Retirement Board and, on need 
for military service credit appropriations (1952), 655, 681-684; differences 
between social security and railroad retirement not considered barriers to 
integration by, 722; functions of, in administering railroad retirement funds, 
165-166; general objection of, to coordination of survivors’ annuities 
(1952), 651; increase in taxable compensation supported by, at 1951 Senate 
hearings, 128: integration with social security urged by (1951-52), 5-6, 132, 
616, 621, 635, 694, 752-753; opinion that integrated system would be easier 
to understand and administer, 711, 725-726, 732; present coordination with 
social security considered inadequate by, 726-728; position of, on argument 


‘ 
that integration would permit railroad retirement to share in federal sub- ( 
sidies for social security, 737; reply of, to Joint Comiittee questionnaire ( 
on integration, 686-688, 752-753; reply of, to Joint Committee Question- ( 
naire on Proposals for Change, 531, 583, 537-538, 599-614; requirement for 
more than ten years’ service seen advantageous by, 654: statement filed by, ( 
at 1951 Senate hearings, 127; ten year provision criticized by, 653-654: testi- ( 


mony of, on Crosser bill of 1945, 97. 
Bureau of Wage and Service Records (Railroad Retirement Board), 456. 
Buses, intercity revenue passenger traffic of (1926-51), 412. 


C 

Calhoun, L. C., 622. 

Canal Zone retirement fund, interest yield, compared with other plans, 431, 

Captive coal mines, not covered by railroad retirement, under amendment of 140, 
87, 143, 144, 466. 

Cardozo, Hon. Benjamin N., 64. 

Carmichael v. Southern Coal Co, (301 U.S. 495), 92. 

Carrier and carrier affiliate employer coverage. See Coverage (railroad retire 
ment) employer. 

Carriers. See Railroad industry. 

Carriers—brotherhood agreement, 1937. See Memorandum of agreement of 1937 

Carriers Taxing Act of 1985: GS-0, 627-8; as discussed in memorandum of agre 
ment of 1937, T0-4: period of effect, 85; provisions of, Compared with 194 
Railroad Retirement Act and 1987 Acts, 69-70, 86-7: repealed, S6. 

of 1987: 85-7, 806-S; compared with Carriers Taxing Act of 1925, $6-7 
incorporated in Railway Labor Executives’ Association omnibus bill in 1942 
91; provisions of, on judicial review, 170; provisions of, on railroad retirement 
account, appropriations, and financial reports, 165; provisions of, relating 
to financial interchange, comment of M. Latimer, 581; reviewed by Railwa) 
Labor Executives’ Association, 90. 

Carter, Clarence B., 531. 

Casual workers. See Employees, railroad. 

Chamber of Commerce of the U. S.: integration favored by, at 1948 hearings, 
635; non-wage payments of railroad industry compared by, with those of 
other industry groups (1949), 425. 

Chambers of commerce, state: opposed to Crosser bill of 1947, 97. 

Chicago headquarters. See Railroad Retirement Board. 

Child, definitions of, 155, 158, 471-2. 

Children’s annuities (railroad retirement). under Amendments of 1946, 104 

. amounts: average, before and after 1951 Amendments and introduction of 


social security minimum guaranty, 187; highest for families, payable befor 
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1951 Amendments, 504-5; highest, payable before 1951 Amendments, 5038; 
highest, lowest and average monthly, payable in June 1952, 465-6; monthly 
and average monthly, for families payable at end of 1951 and awarded Janu- 
ary-November 1951, 504-5; monthly and average monthly, payable at end 
of 1951 and nwarded January—November 1951, 508; payable on basis of 
various combinations of service and remuneration (1952), 484-6; probable 
future importance of social security minimum guaranty for, 657; proposed 
increases in, thought inadequate by minority of House Committee on Inter- 
state and Foreign Commerce (1951), 132; total annual, aggregate monthly, 
and monthly, paid through June 1952, in 1951-52, and in June 1952, 465-6. 

. awards: number of, for families, January-November 1951, by number of 
children and amounts of benefits, 504-5; number of, January—November 1951, 
by amounts of benefits, 503; number of, through June 1952 and in 1)51-5z, 
by amounts of benefits, 465-6. 

. benefit formula: 160-3, 485; under Amendment of 1946, 106: comparison 
with social security and selected other retirement systems, 220-250, 671, 676. 

, costs: as estimated in calculating effect of financial interchange, 382; 
estimated (1950), 295; various estimates of (1946-50), 314. 

. duration of payments : 159-60. 

, eligibility requirements : 154-60, 470-74; comparison with social security 
and selected other retirement systems, 210-12, 674, 676, 

recipients: number and percentage of, at end of 1951, by amounts of 

benefits received, 503; number of, by families, at end of 1951, 504-5; number 
of, compared with selected retirement systems (1952), 8: number of, June 
1952, by amounts of benefits received, 465-6. 


Children’s (dependents) benefits. See Dependents’ benefits. 
‘hristman, Joseph A., 355. 
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Bank Farmers Trust Company, New York City, 429. 
| Service Commission, functions of, in administering civil service retirement 
system, 189. 
| Service Retirement Act, 22. 
| Service Retirement System: amendments in, 195, 274; changes since 1940 
in average salaries, contributions, taxable compensation and types and 
amounts of benefits paid under, 191-2, 268-74; compared with railroad retire- 
ment and other public and private pension plans, TS, 174-274; date estab- 
lished, 194; no supplemental pension plans, under, 196; no termination 
clause in, 197; provision for work connected disability under, 177; treatment 
of dual benefits under, 186, 240. 

- actuarial assumptions: on immediate age retirement rates, compared 
with railroad retirement experience and assumptions, 872; on immediate 
disability retirement rates, compared with railroad retirement and other in 
surance rates, 380-381; on mortality rates, compared with railroad retire- 
ment and other rates, 361-362; on withdrawal rates, compared with rail- 
road retirement experience and assumptions, 388. 

—, administration: 189, 253. 

,annuitants: average retirement age of (1951), 238, 265; average years of 
service of (1951), 289; number and type of (1951), 183, 233, 274. 

. benefits: amounts of, 274; average retirement (1952), 184; compensation 
used as basis for calculating, 218; coordination of, with railroad retire- 
ment, 605-606; eligibility of withdrawing employees for, 202; illustrative 
monthly, under various conditions, 690; maximum, 182, 231: minimum, 
maximum and average, being paid, by type of benefit (1951), 235: number 
awarded, by type, in 1951 and 1941-1951, 183, 282, 274; not integrated with 
social security, 690; provision for survivors’, 177; total paid, as percentage 
of total and total taxable payrolls, by type of benefit, in 1951, 184, 2386-7; 
types of, provided, 208. 

, benefit formulas: 179, 181, 220-221. 

-- contributions: employee and employer, 245-246; total, and total em- 
ployee, in 1951, 188, 250-251; taxable payroll on which collectible in 1951, 
188, 250. 

—, contributory basis: 178, 245. 

—, costs of : comparison of railroad retirement and other public and private 
plans, 445; percent of contributions and percent of benefits paid (1951), 
189-190, 254-255; percent of payroll in 1947, 249. 

-, coverage : compulsory and voluntary participation in, 177, 202; employee, 
201, 274; years of service as condition for, 176, 200. 
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, eligibility requirements: determination of disability and recovery, and 
experience with recovery (1947-51), 255-257; for death benefits, 213. 214; 
for disability benefits, 208; for elective benefits, £ 215; for retirement benetits, 
203, 204; for separation benefits and refunds, 215-216; for survivor benetits 
212; retirement age, normal and prenormal, 177; retirement age provisivns, 
as standard for railroad retirement, 528. 

——, employees covered: age and sex distribution, years of service, and 
average earnings of, 260-264; number, compensation, age and years of 
service of (1947, 1950, 1951), 274; number of, as percentage of total em- 
ployees and of total eligible employees (1951), 176, 198, 199; proporti 
of older people and males among, 191; turnover among (1f 951), 266-267. 

——., financing: accrued liabilities, "handled similarly to railroad retirement, 
304; actuarial reserve basis, 247; amortization of accrued liability, 249: 
investment of reserves, compared with railroad retirement and other 
pension plans, 252 428; not fully funded, 248; of benefits, based on prior 
se rvice, 247; receipts, disbursements and balances of, 1921-51, 274; reserve in 
1951, 251; self-insured, 247; unfunded accrued liability in 1951, and plans 
for handling, 248, 251; work clause for retirement annuities under, 190, 
O58. 

Claims: Board’s procedures for handling adjudication of disability annuities, 
493494; under Brotherhood of Locomotive Engineers legal reserve insurance 
system, 43; under Brotherhood of Locomotive Firemen and Enginemen legal 
reserve insurance system, 44-45; under Brotherhood of Railroad Trainmen 
legal reserve insurance system (1933), 40-41; under Order of Railway Con- 
ductors legal reserve insurance system (1933), 40-41; under Order of Rail 
way Conductors legal reserve insurance system, 46. 

Class I railroads: intercity revenue freight and passenger traffic of (1926-1951), 
408, 411-412; net income or deficit after fixed charges of, 1929-1933, 52; non- 
wage payments of, compared with those of other industry groups, 425; rail- 
road mileage authorized for abandonment under (1921-1933), 53; reduction 
of wages by (19382), 54; revenue traffic man-hours and productivity of (1952- 
1951), 408-409, 412; revenue traffic productivity and payrolls of, projected, 
1951-2000, 408-410. 

———., employees of : average hourly rates of (1916-1951), 406; average number 
of (1920-1936), 28; high proportion of older workers among, 55; number of, 
employed by railroads having supplementary*pension plans, 426; service dis- 
tribution of (1932), 55-56. 

. pension systems: amount of payments under (1927-1936), 27; average 
number of pensioners under (1981), 27; formal plans (1932), opp. p. 26; 
indefinite plans (1982), opp. p. 26; informal plans (1932), opp. p. 26; insecure 
status of (1932), 28-29; percentage of class I workers covered by (1927), 25. 
See elso Railroad company pension systems. 

Cloak and suit industry (ILCWU) pension plan: illustrative monthly benefits, 
under various conditions, 690. 

Coal mines, captive. See Captive coal mines. 

Coast and Geodetic Survey retirement system: benefit formulas, 224, 226, 228; 
compensation to which benefits related, 218; date established, 194. 

———., eligibility requirements: for death benefits (lump-sum), 214; for dis- 
ability benefits, 208, 210; for retirement benefits, 206; for separation or with- 
drawal benefits, 217. See also Uniformed services retirement system. 

Coast Guard retirement system: benefit formulas, 223-224, 226, 228; compensa- 
tion to which benefits related, 218; date established, 194. 

Coast Guard retirement system, eligibility requirements: for retirement benefits, 
205-206; for disability benefits, 208, 210; for death benefits (lump-sum), 
214; for separation or withdrawal benefits, 216-217. See also Uniformed 
services retirement system. 

Commerce clause: abandoned as basis for railroad retirement system in 1935 
bills, 64; arguments involving, in Railroad Retirement Board v. Alton Rail- 
way Company, 63-64. 

Commission on Railroad Retirement System: provisions in Railroad Retirement 
Act of 1935 for, 168. 

Committee on Economic Security: proposal of, that railroad workers not be 
covered by social security, 626. 

Common carriers (water and air), railroad owned: excluded from coverage 
under Crosser bill of 1945, 94. 

Common stocks. See Securities, industrial. 

Company pension plans: early development of, 22-23; originated in railroad 
industry, 24. See also Railroad company pension systems. 
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Comparison of railroad retirement with other public and private pension plans, 
174-274. 

Comparison of railroad retirement with social security, 668-680. 

Compensation: amount of, as condition for coverage, in railroad retirement and 
selected other retirement systems, 176, 199-200; as factor affecting benefit 
amount, in railroad retirement and selected other retirement systems, 178—- 
181, 280-232; assumed average, of railroad employees in social security em- 
ployment, 418; average hourly, of class I railroad employees (1916-1951), 
406; average quarterly, of railroad retirement annuitants in social security 
employment (1943), 643; changes since 1940 in average, in railroad retire- 
ment and selected other retirement systems, 191, 268-269; changes since 
1940 in “taxable”, in railroad retirement and selected other retirement sys- 
tems, 270; earned in prior service, as taken into account in railroad retire- 
ment and selected other retiremeht systems, 219; effect of different levels 
of, on cost of railroad retirement benefits to railroad employees, 320; elimi- 
nation or reduction of benefits payable on basis of lower portions of, as 
means of coordination, used under various pension plans (1952), 757-758, 
760-763; increase in average, as argument in favor of increasing railroad 
retirement tax base, at 1951 hearings 426-427; to which benefits related in 
railroad retirement and selected other retirement systems, 217-219. See 
also Wages ; Remuneration. 

Compensation, average monthly: as factor affecting monthly benefits under 
various public and private pension systems, 690; levels of, as factor affecting 
retirement annuities payable to individuals covered both by various pension 
plans and by social security (1952), 757, 764-765; methods of calculating 
under social security and railroad retirement, as factor contributing to dual 
coverage inequities, 701-710. See also Remuneration, average monthly ; 
Wages, average monthly. 

—, (railroad retirement): as discussed in 1937 hearings, 75: as 
factor affecting minimum retirement annuity, 477; as provided for in 1937 
memorandum of agreement, 73; calculation on more favorable basis of, as 
method of liberalizing benefits, 523-524; calculation of, as discussed at 1952 
Joint Committee hearings, 140; calculated for employee representatives under 
act of 1934, 146; calculated for red caps under amendments of 1946, 110, 
147; calculated for retirement annuitants compared with social security, 
average monthly wage, 475-476, 612, 669: calculated for retirement annui- 
tants, under Acts of 1934, 1935 and 1937, and Amendments of 1940, 1942 
and 1946, 146-148; calculated for survivor annuitants, under Amendments 
1946 and 1951, 161, 163; caleulated on basis of employee’s 5-years of highest 
earnings, favored by various individuals and groups, 141, 534, 535, 588, 539; 
calculated on more favorable basis, proposed in 82d Congress, 527, 546; 
changes in, as factor related to changes in average annuities, 516, 517; 
definition of, for purposes of calculating retirement annuities, 482; estimated 
costs of various other methods of calculation, on more favorable basis of, 525- 
526; indirectly affected by years of service, 515-516; military service, cred- 
itable in calculation of, under Amendments of 1940, 1942, and 1946, 147-148; 
more favorable calculation of, as having unequal effects on different occupa- 
tion groups, 587; more favorable crediting of prior service in calculation of, 
proposed in 82d Congress, 527, 546; of employees covered, compared with 
selected other retirement systems (1951), 264; position of employee organi- 
zations on proposals for more favorable calculation of (1952), 522-523, 
550; position of employer organizations on proposals for more favorable 


——— =—- 





more favorable calculation of, 562, 563, 565; position of M. Latimer on pro- 
posals for more favorable calculation of (1952), 586, 587; position of non- 
affiliated pension organizations on proposals for more favorable calculation 
of (1952), 571, 574; position of Railway Labor Executives’ Association on 
proposals for more favorable calculation of (1952), 533, 577-578 ; prior service 
creditable in caleulation of, under Acts of 1934, 1935, 1987, Amendments of 
1940, 146-147; providing basis for retirement annuities, awarded January- 
November 1951, by years of service and type of annuity, 497-498 : quarters of 
coverage creditable in calculation of, under Amendment of 1951, 158-159; 
selected values of, as factor affecting size of retirement annuities, 474: under 
Acts of 1934, 1935 and 1937, and Amendments of 1940, 1942 and 1946, 62, 
69, 78, 83, 106, 111, 146-148; under bills of 1934, 60: various alternative 
methods of calculation, as means of liberalizing benefits. 528; years of 
service creditable in calculation of. under Acts of 1934, 1985, and 1937, and 
Amendments of 1940, 1942, 1946, and 1951, 145-148. 
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Compensation, creditable (railroad retirement): as discussed in hearings on . 
1937 tax bill, 74-75; comparison with social security, 679; for military sery- 
ice, under Amendments of 1940, 1942. 1946, and 1952, 139, 147-148 ; increase 
in maximum, related in 1951 bills to increase in tax base, 424; maximum, as 
factor affecting benefit amounts, compared with selected other. retirement 
systems, 178-181; maximum, as factor affecting minimum actuarial costs, 
296 ; maximum, as factor considered in estimating costs of railroad retirement 
in 1951, 313; maximum, as major issue in 1951 Senate hearings, 127-128: of 
_Failroad employees in social security employment, 315. See also Tips. 
- (retirement annuities) : 482; for employee representatives, wider 


Ac t of 1934, 146; for service after 65, as factor affecting amounts of annuities ; : 
under 1951 Amendments, 516; for service after 65, as factor affecting cost ; 

significance of immediate age retirement assumptions, 367; for union employ- ; ‘ 
ees, under Amendments of 1940, 1942 and 1946, 147; inclusion of pay for ¥ 


time lost, under Act of 1937, and Amendments of 1946, 146-147, 482: mayi i: 
mum, Compared with social security, 669; present maximum, as one factor z 
causing benefit formula to favor low earnings, 521; under Acts of 1934. ; 
1935 and 1937, and Amendments of 1940, 1942, and 1946, 62, 69, TS, 81, 3. 
146-148; under bills of 1934, 60. 

- (survivors’ annuities); comparison with social security and 
selec ted other retirement systems, 186, 670; coordinated with social security, 
107, 483; inclusion of pay for time lost, 146-147, 483: under Amendments of 
1946 and 1951, 106, 147-148, 161, 163. 

Compensation, taxable (railroad retirement): arguments for and against pro- 












posals to increase maximum, and Joint Committee conclusions, 424 ; changes . 
since 1940 in maximum, compared with selected other retirement systems, 
270; definition of, compared with social security and other selected retire 
ment systems, 186-188, 679; definition of, under Acts of 1984, 1935, and 1937, 
and Amendments of 1946, 146-147; increase in maximum, favored by Federa 
tion for Railway Progress (1952), 536; ————, favored by locals of Inter- ’ 
national Longshoremen’s Association, 1952, 584; ————, favored by R. R. 
Reagh (1952), 588; ——-——, favored by Railroad Retirement Board (1152), 
536; ———, generally favored by non-affiiliated pension groups (1952), if 
necessary to increase benefits, 588, 539, 567, 574-575; . opposed | - 
Association of American Railroads (1952) 585-586, 589, 590; —, opposed 
by C. D. Gazzo unless essential to increase benefits (1952), 530: maximum, 
as factor affecting payroll estimates, 413; ——-—, as factor affecting salary 
scale assumptions, 404-405 ; ——— , as factor to be taken into account in 
estimating actuarial costs, 313, 338; ————, as issue in hearings on 1951 
Amendments, 9-10, 127-128 ;————, aaneaadl with social security and 
selected other retirement systems, 186-188, 679; — —, not increased by 
1951 amendments, 10; ——-—, under Carriers Taxing Act of 1987, 85-86; 

. under Murray-Crosser bills of 1951 and 1951 Amendments, 125 i 
opinion of M. Latimer that increase in maximum might cost more than the ‘ 
revenue produced, 584; position of Federation for Railway Progress on in- ( 
creasing maximum, as method of increasing revenues (1952), 558-55!; 
position of M. Latimer on proposals to increase (1952), 583-584; position of 
Railway Labor Executives’ Association on increasing maximum (1952) 

533, 577; position of employee organization on increasing maximum 
(1952), 547, SAS 5 positions of employer organizations on proposals to increase 
maximum, 555; positions of government agencies on proposals to increase 
maximum, n60. 565; provision for increase in maximum, eliminated in 
Congressional action on 1951 bills, 131-133: provision for, including retro 
active pay for time lost, opposed by Brotherhood of Railroad Trainmen in 7 
1945 hearings, 98. See also Salary scales (railroad employees) ; Financin 
Compensation structure: data on, inadequate for comparison of railroad retire z 
ment with selected retirement systems, 191, 258-260. 
Completely insured: as condition for receiving survivor benefits, 154, 157, 210-212 
benefits payable to survivors of employees, 470 471 ; deemed same as “fully ( 
insured” (social security), in application of social security minimum guar 
anty to railroad retirement survivor annunitants, 487; definition of, 105, 155, 
156, 158, 472. See also Survivors’ annuities (railroad retirement), eligibilit) ( 


requirements. 

“Compromise of 1948", 116-117. 

Compulsory retirement age: under railroad company pension plans, 26; under 
various publie and private pension plans (1952), 758, 760-763. See also 
Retirement age. 
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__— (railroad retirement): direct provision for, eliminated in Act of 1935, 
70: indirect provision for, under Act of 1935, eliminated in Wagner-Crosser 
bills (1937), 75; opposed by operating unions (1952), 535; position of em- 
ployee organizations on proposals for (1952), 551; position of employer or- 
ganizations on proposals for (1952), 557; position of government agencies 
on proposals for (1952), 564; position of M. Latimer on proposals for (1952), 
5&8; position of non-affiliated pension organizations on proposals for (1952), 
572-673; position of Railway Labor Executives’ Association on proposals 
for (1952), 578; under Act of 1934, 61, 148; under S. 3231, as amended (1934), 
60. See also Retirement age (railroad retirement). 

‘onference on railroad retirement legislation, 1937. See Memorandum of agree- 
ment of 1957. 

‘ongress of Industrial Organizations, integration with social security supported 
by (1949), 623. 

‘onsolidated Edison Company pension plan: illustrative monthly benefits of, 
under various conditions, 690; years of service requirements of, as precedent 
for railroad retirement ten-year provision, 651. 

‘onstitutionality (of railroad retirement legislation) : change from commerce to 
general welfare clause as basis for, of 1935 railroad retirement bills, 64; 
issue of, settled by 1937 memorandum of agreement, 70-72; of Railroad Re- 
tirement Acts of 1984 and 1935 challenged, 63-64, 67, 70; position of inter- 
ested groups on, in hearings on Crosser bill of 1945, 97; reference to, in 
hearings on Crosser omnibus bill of 1944, 92. See also Commerce clause; 
General welfare clause. 

‘onsumers’ Price Index: compared with changes in average railroad retire- 
ment annuities per year of service creditable, 1987-51, 514-518; compared 
with relative value of railroad retirement benefits to railroad employees, 
1937-51, 517; compared with total and average taxable wages, and average 
benefits, under social security, 1937-51, 274. 

‘ontributions : comparison of, under pay-as-you-go method and actuarial reserve 
method, 299; under Baltimore and Ohio Railroad plan, 25; under Grand 
Trunk Railway plan, 24; under social security, 274. See also Contributory 
basis; Financing; Payroll taxes. 

= -- employee: costliness of, under railroad union pension schemes, as reason 
for shift to legal reserve insurance systems, 47; in shift by railway labor 
organizations from flat assessment rate pension scheme to legal reserve in- 
surance systems (1933), 38-39, 41-42; under actuarial reserve system, 300— 
301; under Brotherhood of Locomotive Firemen and Enginemen disability 
henefit system, 45; under Brotherhood of Locomotive Firemen and Engine- 
men pension plan, 31; under Brotherhood of Railroad Trainmen pension 
scheme, 58n; under railroad union pension plans (1932), 34-86; under 
various public and private pension plans (1952), 758-763. 

———, employer, under actuarial reserve system, 300-301. 

——, normal cost and accrued liability. See Contributions (railroad 
retirement). 

Contributions (railroad retirement) : administrative costs as a percent of, com- 
pared with selected other retirement systems, 189-190, 254-255; as changed 
since 1940, compared with selected other retirement systems, 192, 269-270; 
as factor affecting benefit amount, compared with selected other retirement 
systems, 178-181; comparison with social security, 672; effect of immediate 
disability retirement rates on total, 373: effect of interest earnings on neces- 
sary, 413; effect of ten-year provision on total, 381: total (1951), com- 
pared with selected other retirement systems, 188, 250. 

——-., employee: comparison with selected other retirement systems, 186—188, 
246; comparison with social security, 680; total, compared with selected 
other retirement systems (1951), 250-251. 

———, employer: comparison with selected other retirement systems, 186-188, 
245-246 ; comparison with social security, 680. 

——, pooling of. See Industry-wide railroad retirement system. 

Contributory basis: of railroad company pension plans, 26; of various public 
and private pension plans (1952), 757-763. See also Contributions; Payroll 
taxes, 

Contributory basis (railroad retirement): compared with selected other retire- 

ment systems, 186-188, 245; equal contributions by employers and em- 

ployees thought inequitable by R. Reagh, 538; movement for Federally- 
administered system supported by both employee and employer contributions, 

51-57: position of interested groups, in hearings on Crosser bill of 1945, 


( 








xX INDEX 


97-98; proposals for non-contributory (for employees) system, 57-58; pro- 
visions on, in memorandum of agreement of 1937, 71-73; under Acts of 1934, 
1935 and 1937, and Amendments of 1946, 62, 110, 163-164 ; under bills of 1934, 
as amended, 59, 60; with respect to creditable military service, under 
Amendments of 1942, 88-89. See also Contributions (railroad retirement) ; 
Payroll taxes (railroad retirement). 

Coordination of railroad retirement with social security: 615-770; as discusseqg 
at 1952 Joint Committee hearings, 141; as means of minimizing inequities 
resulting from dual coverage, under 1951 amendments, 700; background of, 
up to 1951 amendments, 625-635 ; background of the issues surrounding, ()16- 
646; comparison with selected other retirement systems, 185-186, 240-245. 
definition of, for this report, 5; degree to which problems of dual coverage 
solved by present (1952), 695; history of positions, studies and reports on, 
619-625; in application of work clause to survivor annuitants in social 
security covered employment, under Amendments of 1946, 1951 and 1952, 
159-160; in charging survivors’ benefits against residual lump-sum death 
benefits under 1948 Amendments, 118; in crediting quarters of coverage under 
Amendments of 1946 and 1951, 156, 158-159; issue as to costs and efficiency 
of administering under present, 710-713 ; more complete, favored by Bureau of 
the Budget (1952), 537-538 ; of benefits to employees with dual coverage, (See 
Dual benefits restriction and Social security minimum guaranty) ; of bene. 
fits to short-term employees, under 1951 ten-year provision, (See Ten-year 
provision) ; of death and survivor benefits under Amendments of 1!}6, 
105-107, 144, 185—-186;' of survivors’ benefits, as discussed at hearings on 
Crosser bill of 1945, 97; of survivor benefits under Crosser bill of 1945, 93; 
of survivor benefits, under railroad retirement and selected other retire- 
ment systems, 185-186; opinion of Railroad Retirement Board on adequacy 
of present, 747-752; opinions of interested government agencies on argument 
that inequities and duplications are produced by existing (1952), 731-7232; 
opinions of interested government agencies on adequacy of present (11/52), 
726-729; present (1952), including criticisms and proposals for change, 
185-186, 602-610, 647-684; problem of, in other countries, 617-619: prob- 
lems arising in systems lacking, 616-617, 685-646; proposals for, in hear- 
ings on 1951 amendments, 9-10; statement of Bureau of the Budget on 
difficulties arising under present (1952), 608-611; through requirement 
for ten years of service, (See Ten-year provision (railroad retirement) ) ; 
under amendments of 1951, 646; under dual benefits restriction, (See Dual 
benefits restriction of 1951); under financial interchange, (See Financial 
interchange) ; under social security minimum guaranty, (See Social security 
minimum guaranty) ; various methods of, used by selected public and private 
retirement systems (1952), 756-765. 

Cosgrove, Joseph L., 532. 

Cost estimates. See Actuarial costs (railroad retirement). 

Cost of living: changes in, compared with trends in benefits, 518; increase in, 
as reason for liberalizing benefits or eligibility requirements, 514-518. 
Cost studies: as basis for allocating administrative costs to railroad retirement 

and railroad unemployment insurance programs, 442. 

Costs. See Actuarial costs (railroad retirement). 

Costs, annual: estimated, of lowering retirement age from 65 to 60, 592-593; 
———, of 1937 railroad retirement bills, 1937-75, 77 ; ————, of proposals for 
more favorable benefit and eligibility provisions, 522-526. 

Costs, level. See Actuarial costs (railroad retirement). 

Court review. See Judicial review. 

Coverage: decline in, under railroad union pension schemes, as justification for 
shift to legal reserve insurance system, 47; inadequacy of, under railroad 
company pension plans, 29-30, 67; under Brotherhood of Locomotive Fn- 
gineers legal reserve insurance system, 42-43; under Brotherhood of Loco- 
motive Firemen and Enginemen beneficiary and mutual insurance schemes, 
45; under Brotherhood of Railroad Trainmen legal reserve insurance system, 
39-40; under Grand Trunk Railway plan, 24; under Pennsylvania Railroad 
plan (1900), 25; under railroad company pension plans, in various years, 
25,25n. See also Employees, covered. 

Coverage (railroad retirement) : age, service and other requirements for, com- 
pared with selected other retirement systems, 199-200; classes of employees 
included in, compared with selected other retirement systems, 200-2()1; 
comparison with social security, 672; exclusions, under bills of 1934 and 1035, 
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61, 65; position of interested groups on, in hearings on Crosser bill of 1945, 
97; provisions in 1937 memorandum of agreement on, 72-74; Railway Labor 
Executives’ Association recommendations on (1942), 91; studies conducted 
by Railroad Retirement Board on, (1942), 91; under Carriers’ Taxing Act of 
1937, 85; under Crosser bill of 1945, 94-95, 103; under Acts of 1934, 1935 and 
1937, 61, 68, 77-78, 80; under Wagner-Crosser bills of 1937, 75. 

‘ —, employee: 466-467; definition of, clarified by 1946 amendments, 110; of 
professionals, under Amendments of 1946, 144; of red caps, under Amend- 
ments of 1946, 110, 144; of technical workers, under Amendments of 1946, 
144; of union employees and representatives under Railroad Retirement 
Acts of 1984, 1935, and 1937, and Amendments of 1942, 143-144; of workers 
in foreign countries, under Acts of 1935 and 1937, and Amendments of 1940, 
1942, and 1946, 80, 83, 87, 110, 143-144, 467; under Railroad Retirement Acts 
of 1934, 1935, and 1937, and Amendments of 1940, 1942, 1948 and 1951, 61, 68, 
78, 143-145. See also Employment relation (with railroad industry). 

—_ , employer : 466; as issue in hearings on Crosser bill of 1945, 100; captive 
coal mines excluded from, under Amendment of 1940, 87-88, 143, 144: elec- 
tric railways excluded from, under Acts of 1934, 19385 and 1937, 142-143; 
freight forwarders excluded from, under Act of 1935, and under Crosser bill 
of 1945, 65, 94; of freight forwarders, as issue in hearings on Crosser bill of 
1945, 100; railway labor organizations included in Act of 1937, 148; under 
Acts of 1934, 1935 and 1937, and Amendments of 1940, 142-143. 

- , quarters of. See Quarters of coverage. 

Coverage (social security): breadth of, as alleged source of gains to railroad 
retirement under integration, 693-694; effect of extension in 1950 of, on 
railroad retirement financial interchange assumptions, 420; extension in 
1950 of, as probable cause of increase in dual coverage, 606. 

Crosser, Hon. Robert: bills and resolutions introduced by (1932-51), 57, 60-61, 
64-65, 74, 88, 91-92, 116, 125-126, 133, 634; motion against hearings on House 
bills (1947), 114. 

Crosser amendments of 1946. See Amendments of 1946. 

Crosser bill of 1934, 59-60. 

—— of 1945: action in House of Representatives on, 101-102; action in Senate 
on, 103; approved by President, July 1946, 103; hearings on, in 1945, 92-96; 
main changes proposed by, 93-96; position of interested groups at 1945 hcear- 
ings on, 96-98; six major issues developed in hearings on, 98-101. 

Current connection (with railroad industry) : as condition for deceiving various 
railroad retirement benefits, 108, 109, 138, 148-149, 152, 468, 476, 490, 510-512; 
as condition of being “completely insured"’ under railroad retirement 
system, 105, 155, 158, 472-473; definition of, 105-106, 149, 156, 469, 473; 
opposition of Brotherhood of Railroad Trainmen to provision of Crosser bill 
of 1945 on, 98; requirement for, seen as precedent for ten-year provision in 
House hearings in 1951, 130. 

“Currently insured” (social security), “partially insured” deemed same as, in 
application of social security minimum guaranty to railroad survivors’ 
annuities, 487. 

Cutback provision. See Reduction provision (railroad retirement), for early 
retirement. 

D 


Death benefits: under American Telephone and Telegraph Company pension plan 
(1913-49), 277-289. See also Death benefits (lump-sum) ; Insurance lump- 
sum death benefits. 

———. (lump-sum), under Grand Trunk Railway plan, 24. 

Death benefits (railroad retirement) : comparison of, under Acts of 1935 and 
1987, 70, 82; compensation imputed to creditable military service in calcu- 
lating, 147; estimated costs of, at various dates, 309-317; under S. 3231, 73d 
Congress (1984), as amended, 60. See also Death benefits, one-year annuity ; 
Insurance lump-sum death benefit (railroad retirement) ; Residual lump- 
sum death benefit (railroad retirement) ; Survivor benefits (railroad retire- 
ment). 

, lump-sum: comparison with selected other retirement systems, 177, 212- 

214; eligibility requirements for, compared with other retirement systems, 

212-214; number awarded, in 1951, compared with selected other retirement 

systems, 232-233. See Insurance lump-sum death benefit (railroad retire- 

ment); Residual lump-sum death benefit (railroad retirement). 
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. ohe-year annuity: as provided for under Railroad Retirement Acts of 
1934 and 1935, 69, 70, 76, 82, 84; amounts paid through June 1952 and jn 
1951-52, 465; benefit formula, under Act of 1935, 69, 160; duration of pay- 
ments, under Act of 1935, 159; eligibility, under Act of 1985, 154; eliminated 
entirely by 1946 amendments, 104; number awarded through June 1952 and 
in 1951-52, 465; under Crosser bill of 1945, 93. 

Death claims (lump-sum), under various railway labor organizations legal re- 
serve insurance systems, 40, 43, 45. 

Death rates. NSce Mortality assumptions, 

Debates: on Crosser bill of 1945, in 1946, 102, 103; on H. R. 38669 (committee bill), 
in 1951, 138; on S. 1347 (Douglas bill), in 1951, 183. 

Deficit: as issue in hearings on Crosser bill of 1945, 101; estimated, in 1952, 11, 
611; feared by Association of American Railroads if benefits increased, at 
hearings in 1948, 116; present, as reason for not liberalizing benefits without 
providing additional revenue, 5091; probable depletion of reserve by, 300 
See also Financing. 

Democratic Party, total elimination of social security work clause favored by 
in 1952 platform, 45Sn. 

Department of Defense: function of, in administration of uniformed services 
retirement system, 253. 

Department of Defense pension plans; See Uniformed services retirement syste 

Dependents’ benefits: comparison of, under railroad retirement and social 
security, 670, 674. See also Spouses’ annuities. 

Designation of beneficiaries. See Residual lump-sum death benefit (railroad 
retirement), designation of beneficiaries for. 

Development (of railroad retirement system). See History (of railroad retire 
ment system). 

Differential, social security. See Financial interchange. 

Disability annuities: inadequacy of, under railroad company pension plans, 29; 
under American Express Company pension plan, 24; under American Tele 
phone and Telegraph Company pension plan, (1913-49), 277-289; under 
Brotherhood of Locomotive Engineers legal reserve insurance system 
(1933), 42-44; under Brotherhood of Locomotive Engineers pension plan, 
31: under Brotherhood of Locomotive Firemen and Enginemen legal reserve 
insurance system, 44-45; under Brotherhood of Locomotive Firemen and 
Enginemen pension plans, 30-31; under Brotherhood of Railroad Telegraph 
ers pension plan, 81-382; under Brotherhood of Railroad Trainmen legal 
reserve insurance system (1933), 40; under Brotherhood of Railroad Train- 
men pension plan, 81; under Class I Railroad, Pullman Company, Railway 
Express Agency pension plans (1982). 26; under Grand Trunk Railway 
Company pension plan, 24; under Order of Railway Conductors legal reserve 
insurance system, 45; under Order of Railway Conductors pension plan, 31: 
under railroad union pension plans (1982), 34-86; under railroad union 
pension plans (1882-1928), 33; under typical railroad company pension 
plans (1982), 26; under various public and private pension plans (1952) 
757-768. See also Disability benefits. 

Disability annuities (railroad retirement) : 490-496; for work- and non-work 
connected disability, compared with other pension plans, 177, 208-210; fo 
work-connected disability only, proposed by House Committee in 1946, 102; 
history of provisions for, 508-513; none in social security, 508-590; position 
of interested groups on, at hearings on Crosser bill of 1945, 97; provision 
for reducing age annuities on basis of, contained in Act of 1937 but eliminated 
by Amendments of 1946, 152; provisions for, held unsatisfactory at hearings 
on Crosser bill of 1945, 100-101; provisions in 1945 Crosser bill for, opposed 
by Brotherhood of Railroad Trainmen at hearings in 1945, 98; Railway 
Labor Executives’ Association recommendations on, in 1942, 91; under Acts 
of 1934 and 1935, 61, 68-69; under bills of 1934, 59; under Wagner-Crosser 
bills of 1987, 75. See also Occupational disability annuities; Retirement 
annuities; Total disability annuities. 

——, amounts of: average, for all annuitants and for annuitants in social 
security employment, with and without thirty years’ service, in 19438, 643: 
avernge, 1945-47, compared with Consumers’ Price Index, 114; average 
(1937-51), compared with Consumers’ Price Index, 514-518; compensation 
used as basis for computing, compared with selected other retirement sys- 
tems, 217-219; factors causing average to differ in amount and adequacy 
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from average age annuities, 521-522 ; minimum, maximum and average being 
paid, compared with selected other retirement systems, 234-236; monthly, 
and average monthly, at end of 1951 and awarded January—November 1251, 
499; monthly and average monthly, of awards January—June 1952, 518-519. 

-- awarded: number, percentage and selected characteristics of, es iry 
November 1951, by years of service, 498; number and percentage of, J Janu- 
ary—June 1952, by amounts, 518-519; number and percentage of, January— 
November 1951, to employees with less than ten years’ service, 513: number 
of, in 1951, compared with selected other retirement systems, 232-233; 
number of, January—November 1951, by amounts, 499. 

, computation of. See Disability annuities (railroad retirement), benefit 
formula ; ——-—, maximum; ————, minimum; ————,, reduction provision. 

costs of: effect of ee disability retirement rates on, 373: effect 
of mortality assumption on, 339, 344-3845; effect of recovery rates (of disabled 
employees) on, 363; estimated, in calculating net effect of financial inter 
change, 332; estimated, including allowance for effect of financial inter- 
change, 295; various estimates of (1987-52), 300-317. 

. benefit formula: 490; comparison with social s ‘curity, 675; comparison 
with selected other retirement systems, 178-181, 220-230; eflieet of, on 
immediate disability retirement assumptions, 380; provision for, in memo- 
randum of agreement of 1937, 73; under Acts of 1984, 1935, and 1937, and 
Amendments of 1948 and 1951, 62, 68-69, 78-79, 151-154, 508-513: under 
Wagner-Crosser bills of 1937, 75. See also Retirement annuities (railroad 
retirement), benefit formula. 

—, dual benefits restriction: as applied to benefits based on military serv- 
ice, under Amendment of 1940, 152; as applied to social seeurity benefits, 
compared with selected other retirement systems, 185-186. 

, duration of payments: 481; under Act of 1937 and Amendments of 1946, 
150-151. 

-, eligibility requirements: comparison with social security, 675; compari- 

son with selected other retirement systems, 208-210; determination of dis- 
abiliy and ree overy from disability, compared with selected other retirement 
systems, 190, 255-257: effect of, on mortality assumptions (disabled em- 
ployees), 354; liberalization of, favored by Railroad Employees’ National 
Pension Association (1952), 539; methods of liberalizing, 524; need to take 
account of, in selecting immediate retirement rates, 374. 
—, liberalization of: estimated costs of proposals for, 525-526; general, 
since 1985, 490-491; need for hg proper relationship with age 
annuities in railroad retirement, 521- 

-, Maximum: comparison with selec ted other pension systems, 181-183. 


——, minimum: comparison with selected other retirement systems, 181-183, 


230-232: estimated costs of increasing, under various conditions, 526; num- 
ber and percent being paid under, at end of 1951, and awarded Januar) 
November 1951, by amounts, 500; revised under Amendments of 1946, 1948 
and 1951, 510-518. 

. recipients of : assumptions in fifth valuation, on social security employ- 
ment and averaye primary social security benefits of future, 418; average 
quarterly earnings of, in social security employment, with and without 
thirty years’ service in 1943, 643; average retirement age of, compared with 
selected other retirement systems, 238-239, 264-265: average years of service 
of, compared with selected other retirement systems, 184-185, 239-240; no 
program under Railroad Retirement Act for vocational rehabilitation of, 
496; number and percentage of, at end of 1951, by amounts, 499; number and 
percentage of total entering social security employment by end of 1943, with 
and without thirty years’ service, 639-640: number and percentage of total, 
in social security employment each year, 1937-43, with and without thirty 
years’ service, 641-642; number of, in 1952, compared with selected other 
retirement systems, 283-235. 

reduction provision (for early retirement): comparison with selected 
other retirement systems, 220-230; under Acts of 1934, 1935 and 1937, and 
Amendments of 1946, 151-152. 


——-, retirement age, comparison with selected other retirement systems, 


208-210. 

-, termination because of recovery: discussed at hearings on Wiagner- 
Crosser bills of 1937, 77; experience with, compared with selected other 
retirement systems, 257; rules and experience under Act of 1937 and Amend- 
ments of 1946, 494-496. 
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—, work clause: 481; abuses of, illustrated by Railroad Retirement Boira. 
with proposed amendments (1952), 594-598 ; as source of savings in railroad 
retirement fund, 4; comparison with selected other retirement systems, 14- 
191, 257-258; discussed at Joint Committee hearings in 1952, 140; eliming- 
tion of, favored by Railroad Employees’ National Pension Association 
(1952), 589; estimated costs and savings from various changes in, 4, 435. 
525, 529-539; evaluation of, by operating unions (1952), 5384; experience 
with, and changes proposed, 491; liberalization of, as means of liberalizing 
benefits, 520-530; ——-—, favored by Federation for Railway Progress, 5:64 
——.-, favored by Railroad Pension Conference (1952), 588 ; modification and 
liberalization of, favored by American Short Line Railroad Association 
(1952), 5386; ————, favored by Railroad Retirement Board (1952), 536-537: 
modification of, favored by Railway Labor Executives’ Association (1952), 
533, 577; position of R. Reagh on, (1952), 538; position of employee organ 
izations on, (1952), 548; position of employer organizations on, (1952), 555: 
position of government agencies on, (1952), 560-561; position of M. Latimer 
on, (1952), 585; position of non-affiliated pension organizations on, (1952), 
568; realtion of, to rehabilitation provisions, 4837; revision favored hy Rk 
Reagh (1952); 538; suggestion for change from presumption of recovery 
provision to straight work clause, 491; under Act of 1937 and Amendments 
of 1946, 108, 151, 510-513. 

———., years of service required: comparison with selected other retirement 
systems, 208-210: elimination of provision on, favored by R. Reagh (1952), 
ABs. 

Disability benefits: under Brotherhood of Locomotive Firemen and Engine 
men pension plan, 44; under Brotherhood of Railroad Signalmen’s pension 
plan, 32; under International Association of Machinists’ pension plan, 32; 
under Order of Sleeping Car Conductors’ pension plan, 32; under railroad 
union pension plans, (1882-1928), 38. See also Disability annuities. 

(workmen's compensation), studies on, being conducted by Railroad Re- 
tirement Board in 1942, 91. 

Disability Rating Board, established 1937, 491. 

Disabled persons, growth of social responsibility for, 17-23. 

Disbursements: comparison of, under pay-as-you-go and actuarial reserve met) 
ods, 299. 

(from railroad retirement account): effect of liberalization of benefits 
on, 294; net, (1938-52), 292-298; projections of, under Act of 1937 as 
amended, (1952-2015), 296-297. 

Discharge petition, for Crosser bill of 1945, 102. 

District Court of the District of Columbia. See Federal District Court of Dis- 
trict of Columbia. 

District offices (Railroad Retirement Board). See Field offices (of Railroad 
Retirement Board). 

Dividends: under Brotherhood of Locomotive Engineers legal reserve insurance 
system, 44: under Brotherhood of Locomotive Firemen and Enginemen 
legal reserve insurance system, 44. 

Division of Disability Determinations, role in establishing standards of disability 
for disability annuities, 491. 

Domestic Freight Forwarders Association, railroad retirement bills of 1955 
opposed by, 65. 

Doughton, Hon. Robert: bills introduced by, 74, 88; work clause supported by 
(1952), 488. 

Doughton bill of 1937, hearings on, 74-75. 

Doughton bill of 1940. See Amendments of 1940. 

Douglas, Hon. Paul H., as author of Amendments of 1951, 118-138. 

, correspondence of: on effects of railroad retirement payroll taxes, 462- 
463; relating to proposals for change, 540, 576, 579; relating to integration, 
742, 746, 752, 754-755. 

Douglas amendments of 1951. See Amendments of 1951. 

Douglas bill of 1951: action in Congress on, October 1951, 133-134; estimated 
increased revenues from provision of, for larger tax base, 424. 

Douglas Committee on Railroad Retirement Legislation. See Joint Committee 
on Railroad Retirement Legislation. 

Douglas subcommittee on bills to amend Railroad Retirement Legislation (1951). 
See Senate Committee on Labor and Public Welfare. 

Drysdale, R. M., Jr., 531. 
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benefits (railroad retirement): no restriction on, for survivor (option) 
annuitants, 488; restriction on, for spouses’ annuitants, under Amendments 
of 1951, 153, 480; restriction on, for survivor annuitants and recipients of 
death benefits under Amendments of 1946 and 1951, 106-107, 161-162, 487. 

(railroad retirement and military service): comparison of restrictions 
on, in railroad retirement and selected other retirement systems, 186; re- 
striction on, for recipients of lump-sum death benefits, under Amendments 
of 1942 and 1946, 160-162; restriction on, for joint-and-survivor annuitants, 
under Amendments of 1940 and 1946, 160, 162; restriction on, under Amend- 
ments of 1940 and 1942, and Social Security Act Amendments of 1946, 1950 
and 1952, 608-605 ; restriction on, for retirement annuitants, under Amend- 
ments of 1940, 89, 152. 

(railroad retirement and social security) : assumed in fifth valuation, 
for future railroad age and disability annuitants, and withdrawals, 419; co- 
ordination of, compared with selected other retirement systems, 185-186, 240— 
245; effect of, on application of social security minimum guaranty, 656-657; 

—, on significance of recovery rate assumptions, 366; elimination of, as 
advantage of integration, 694-695; estimated savings which would result 
from total elimination of, 709; number of retirement annuitants receiving, 
(1941), 632-633; operation of financial interchange in cases involving, 315, 
331; perhaps the chief source of inequity resulting from lack of integration, 
713-714; position of interested groups on, for survivor annuitants, at hear- 
ings on Crosser bill in 1945, 97; possibility of, wherever separate retirement 
systems not coordinated or integrated, 617; present extent of, 645-646, 695; 
probable increase in, if retirement age reduced from 65 to 60, 592; problem of, 
as discussed (1940-45), 632-633; prohibited, for survivor annuitants, under 
amendments of 1946 and 1951, 106-107, 155, 157, 161-162, 471, 487, 602-603, 
633-634, 647, 677; restriction on, for railroad retirement annuitants, Sce 
Dual benefits, restriction of 1951. 
| benefits restriction of 1951: 662-667 ; as applied to pensioners, 153, 480-481 ; 
as applied to retirement annuitants (age, disability and spouses’), 153, 
476-478, 480, 513; as applied, under “saving clause”, to existing retirement 
annuitants, 477-478; as discussed at House hearings in 1951, 131; as taken 
into account in estimating level costs in fifth valuation, 328; as taken into 
account in selecting prior service credit assumptions in fifth valuation, 400; 
effect of, on amounts of retirement annuity payable, 475, 516; effect of, 
on inequities resulting from dual coverage, 704-705, TO7-709; ————, on 
prior service credit assumption, 399; effect of social security amendments 
of 1950 and 1952 on operation of, 186, 242-244; elimination of, as method 


of liberalizing benefits, 528 ; ————, favored by nonafliliated pension groups 
(1952), 141; ————, favored by Railroad Employees National Pension 
Association (1952), 538-539; ————, proposed in bills introduced in 28d 


Congress, 527, 546; estimated costs of liberalizing, 525; introduced in 
Amendments of 1951, 12, 153, 593-594, 662-667; meaning of, unclear to 
annuitants, 12; modification or elimination of, opposed by Railroad Re- 
tirement Board (1952), 593-594; no restriction on, where retirement 
annuities based only on service after 1936, 608; number of retirement 
annuitants affected by, 321-322, 5938-594; proposals on, in hearings on 1951 
amendments, 9; savings (estimated) resulting from, 3—4, 5, 321-822, 525 
598-504; statements of interested government agencies on proposals for 
strengthening of, 738; statement of Railroad Retirement Board on ade- 
quacy of present, and possibility of strengthening, without integration with 
social security, 748; strengthening of, as possible means of tightening benefit 
structure, 613; under Murray-Crosser bills of 1951, compared with 1951 
amendments, 126; under various bills in 1951, 131, 133; weighting of social 
security benefit formula in favor of lower earnings, as one factor explaining 
savings under, 415-416. See also Coordination, of railroad retirement with 
social security. 


Dual coverage: as problem inherent in separate systems not coordinated or in- 


texrated, 616-617; degree to which present coordination solves problems 
created by, 695; degree to which integration might meet problems created 
by, 695-710 ; dual benefits and loss of credits resulting from various types of, 
70-710; earnings generally greater under social security than under rail- 
road retirement among employees with, 645; extent of, as argument in favor 
of closer coordination or integration, 635; ————, as justification for dual 
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benefits restriction, 663; — -, under railroad retirement and social se. 
curity-covered employment, 636, 635-646, 695-700; growth of, as noted by 
Railroad Retirement Board in 1948, 684; problems created by, as discussed 
and studied 1937 to 1945, 681-633; problems created by, perhaps the chief 
ones unsolved under present coordination, 715-714; statements of interested 
government agencies on degree to which present coordination solves pro! 
lem created by, 726-727; ten-year provision as method of coping with pro! 
lems created by, 648. 

Due process clause, as basis for arguments on constitutionality of railroad re 
tirement legislation, 68-64, 70. 

Du Pont pension plan, illustrative monthly benefits, under various conditions 
690. 

Duplicate credits for prior service. Sec Dual benefits. 

Duration of payments (railroad retirement): for age annuities, 150-151; fo: 
disability annuities, 150-151, 481, 509-5138; for joint-and-survivor annuities, 
488; for pensions, 150-151; for retirement annuities, 481; for spouses’ an 
nuities, 151, 481; for survivor benefits, 159-160, 487-488. 


E 


Earnings. See Compensation; Remuneration; Wages. 

Earnings, average monthly. See Compensation, average monthly; Retiunera 
tion, average monthly; Wages, average monthly. 

Eastman, Joseph B. See Federal Coordinator of Transportation. 

Eastman Kodak Company pension plan: description of, showing coordination 
with Social Security, 1952, 759; illustrative monthly benefits, under various 
conditions, 690; retirement annuities payable under, by selected wage levels 
and years of service, 764-765. 

Economic conditions: effect of, on immediate age retirement rates, 371; effect 
of, on taxable payrolls, 405; effect of, on value of work clauses, 440; effect 
of, on withdrawal rates, 382, 387; importance of, for financial stability of 
railroad retirement, 611. 

Economic conditions (in railroad industry). See Railroad industry. 

Electric railways: excluded from coverage of railroad retirement system, under 
Railroad Retirement Acts of 1934, 1935 and 1937, 61, 65, 68, 78, 142-143, 
466. 

Electrical contracting industry (IBEW) pension plan: illustrative monthly bene 
fits, under various conditions, 690, 

Eligibility requirements: under American Express Company plan, 24; under 
Class I Railroad, Pullman Company and Railway Express Agency pension 
plans, 1932, 26; under railroad company pension plans, 25n; under railway 
union pension plans (1932), 34-36; under typical railroad company pension 
plan (1982), 26. 

Eligibility requirements (railroad retirement): 464-513: changes since 140 
compared with selected retirement systems, 270-271; differences between 
social security and, questioned by Bureau of the Budget (1952), 537, 611 
612; for each type of benefit provided, compared with selected other retire 
ment systems, 201-217; no immediate change in, favored by Railway Labor 
Executives Association (1952), 534, 578; position of operating unions on 
proposals to change (1952), 535. See also Completely insured: Partially 
insured; Quarters of coverage; Retirement age; Work clause; Years o! 
service. 

, liberalization of: discussed at Joint Committee hearings in 1952, 139 
141; financial feasibility of, 11; financing of, as most important issue for rail- 
road retirement, 4: opposed by American Association of Railroads (1952) 
590; possible methods of, 524; proposed methods of, described and evaluated, 
514-614; position of employee organizations on proposals for (1952), 550 
552; position of nonaffiliated pension organizations on proposals for (1952) 
position of interested government agencies On proposals for (1952), 563-504 

Employee representatives : as covered by railroad retirement system, under Rail 
road Retirement Acts of 1934, 1935 and 1937, 61, 68, 78, 80, 143, 467; compen 
sation creditable and taxable for, under Railroad Retirement Act of 1934 and 
Amendments of 1942 and 1946, 146-147 ; compulsory retirement age for, under 
Railroad Retirement Act of 1934, 148; military service creditable for, under 
Railroad Retirement Act Amendment of 1940, 145-146; reduction provision 
(for retirement after 65) not applied to, under Railroad Retirement Act of 
1935, 151; taxation of, under Railroad Retirement Acts of 1934, 1935 and 
1937, and Amendments of 1946, 69, 86, 164. 
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INDEX XXVII 


Employees, covered: number of, under selected retirement systems (1951), 7-8. 

——, —— (by railroad retirement system): number of, and percentage of 
total, compared with selected other retirement systems (1951), 175-176; 198-— 
199: number of (1952), 7; percentage of older people and males among, com- 
pared with selected other retirement systems, 191. See also Employees, 
railroad. 

Employees, federal government: social security coverage of, as factor affecting 
hbenefits of employees with dual coverage, 606. 

Employees, furloughed. See Employment relation. 

Employees, inactive. See Withdrawing employees (railroad). 

Employees, railroad: age at entry of, as factor affecting withdrawal rate assump- 
tions, 382-383 ; benefit claims of withdrawing, as factor affecting significance 
of last-employer work clause, 585; coverage of former, urged in 1937 hearings, 
77: dual coverage (railroad retirement and social security) among, 1937-50, 
40S, 644; employment statistics for, indicating degree of turnover and possible 
dual coverage, 289, 290, 606-607, 636-638, 695-699; family composition ef, 
395-399, 521; family composition of, assumed by Railroad Retirement Board 
in 4th and 5th valuations, 326, 395-399 ; groupings of, used by Railroad Retire- 
ment Board in estimating actuarial costs, 421; issue whether retirement 
system integrated with social security would be more easily understood by, 
732; life expectancy of, as indication of possible dual coverage, 696, 700; 
mortality rate assumptions for active, 339-343; mortality rate assumptions 
for disabled, 344-356 ; mortality rate assumptions for service-retired, 356-363 ; 
mortality rate assumptions for withdrawn, 343-344; number of (1937-1951), 
406; protection of, under railroad retirement system, more complete than 
social security covered employees, 598-599; recovery rates of disabled, 363- 
366; short-term, transferred to social security under Amendments of 1951, 
612-613, 651-655 ; standards of disability for occupational disability annuities 
formulated with assistance of, 492; short-term, treated differently under 
railroad retirement system than under social security, 612-613; unfavorable 
effects of change in compensation base on, in train and engine service, 586— 
587. See also Employees, covered (by railroad retirement system). 

Employees, short-time. See Employees, railroad. 

Employees, State and local: retirement systems for, integrated with social 
security, 690. 

Employees’ censuses (railroad industry): assumed by Railroad Retirement 
Board, in various actuarial valuations, 326, 391-395; in selected years, 
1938-50, 391-395. 

Employer coverage. See Coverage (railroad retirement), employer. 

Employers, railroad. See Railroad industry. 

Employment relation (with railroad industry) : as condition for counting pay for 
time lost in computing average monthly compensation, 147; as condition for 
coverage, 467 ; as condition for receiving prior service credit, 482; as required 
under Crosser bill of 1945, 94-95; as required under Railroad Retirement 
Acts of 1934, 1935, 1937; Amendments of 1946, 61, 68, 78, 80, 109-110, 143-144; 
as required under Wagner-Crosser bills of 1937, 75; coustitutionality of pro- 
vision on, under Railroad Retirement Act of 1934, challenged, 63-64; defini- 
tion of, 73, 75, 109-110, 469; effect of 1937 requirement for, on numbers able 
to credit prior service, 109; effect of 1937 requirement for, on numbers able to 
qualify for disability benefits, 509; positions of interested groups on require- 
ment for, at hearings in 1945, 97; provision on. in memorandum of agreement, 
1937, 73; requirement for, as subject for study in 1942, 91; requirement for, 
opposed by Brotherhood of Railroad Trainmen at hearings in 1945, 98. See 
also Coverage (railroad retirement), employee. 

England, problem of coordination of retirement systems, 618-619, 691. 

European guilds, social insurance originated by, 18-19. 

Exclusions. See Coverage (railroad retirement). 

Express companies: average number of employees of (1920-36), 28. See also 
Railway Express Agency. 


F 


Fair Labor Standards Act, 1938: effect of, on coverage of red caps under rail- 
road retirement, 95. 

Family composition assumptions. See Employees, railroad. 

Federal Circuit Court of Appeals: function in judicial review of railroad 
retirement system, 92, 96. 
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Federal Coordinator of Transportation: advantages of integration with socia| 
security cited by (1935), 627, 692; S. 3231, T3d Cong, (1984), opposed by, 
659-660; Wagner-Crosser bill of 1935 opposed by, 66-68. 

—_——.,, Office of: new entrants’ age distribution (1924-29), compiled by, used 
by Railroad Retirement Board in first valuation, 401; railroad industry 
studies by, used in establishing permanent railroad retirement tax schedule, 
86; survey of railroad industry conducted by (1934), 60, 65, 

Federal District Court of District of Columbia: decisions of, in Alton Railroad 
Company cases, 63, 70; function of, in judicial review of railroad retirement 
system, 92, 96. 

Federal Employer's Liability Act: preferred to special workmen’s compensation 
scheme by Brotherhood of Railway Trainmen and Brotherhood of Locomo- 
tive Engineers (1942), 91. 

Federal government: opinion of M. Latimer on proper role of, in retirement 
field, 580, 583; opinion of Railway Labor Executives Association on proper 
role of, in retirement field, 578; opinions of employee organizations on 
proper role of, in retirement field, 554; opinion of nonaffiliated pension 
org inizations on proper role of, in retirement field, 575; opinions of R. Reagh 
and Railroad Retirement Board on proper role of, in retirement field, 566 

Federal Housing Administration—insured residential housing mortgages. A+ 
Real estate mortgages, government-guaranteed. 

Federal National Mortgage Association, 452—455. 

Federal participation: commitment by railroad employees not to request. in 
form of subsidy, for railroad retirement system (1985), 68: in form of 
subsidy for railroad retirement, as possible means of financing more liberal 
benefits, 537, 613; with respect to cost of crediting military service toward 
railroad retirement benefits, 88-89, 166, 308, 609. See also Appropriations, 

Federal Reserve Banks of Chicago, 462. 

Federal Reserve Bank retirement system (Board of Governors plan): diversi- 
fication of investments under, since 1947, 431; investment of reserves under, 
428-29, 449-450; position of Chairman of Board of Governors of, on proposa 
to invest some railroad retirement funds in government-guaranteed real 
estate mortgages, 433. 

Federal Security Administrator: correspondence of, on desirability of integrat- 
ing railroad retirement with social security (1952), 752; functions of, in 
administration of railroad retirement funds, 166-167; joint report of Rail- 
road Retirement Board and, on financial adjustment under 1946 amendments, 
submitted in 1950, 634. 

Federal Security Agency: administrative costs of, for social seeurity, in 1952, 
189-190; comments of, on alternative procedures for integrating railroad 
retirement and social security, 738-741; —, on arguments for integra- 
tion (1952), 729-738; —, on arguments opposed to integration (1952), 
722-722; coordination of survivors’ annuities (1951) discussed by, 650; dif 
ferences between social security and railroad retirement net considered 
barrier to integration by (1952), 722; dual benefits restriction of (1952). 
criticized by, 664; effect cn railroad retirement of integration with social 
security discussed by, 713; financial interchange provision criticized by, 661; 
function of, in administering social security, 189: increase in railroad retire 
ment tax base supported by, at Senate hearings in 1951, 128; integration of 
railroad retirement with social security favored by (1951-52), 5, 616, 685, 
713, 726-730; integration of railroad retirement with social security seen as 
allowing for simpler and more efficient administration, 725, 732, 734; inte- 
gration of railroad retirement with social security seen as means to financial! 
savings, 727-728, 734-737: mortality tables of, 341, 342: 1951 proposals to 
amend railroad retirement act analyzed by, for Senate hearings (1951), 127: 
position of, on argument that integration would permit railroad retirement 
to share in federal subsidies for social security, 737-738; present coordina- 
tion considered inadequate by, to meet problems arising from dual coverage, 
726-727, 731; required under Amendments of 1946, to report on effects of 
railroad retirement survivor annuity provisions on social security costs. 
647-648 ; social security minimum guaranty considered insufficient by, as 
protection to railroad employees with dual coverage, 728-729; ten year 
provision criticized by, 654; traditional independence and separate treat- 
ment of railroad retirement not considered adequate by, as reason for 
opposing integration with social security, 723, 724. See also Social Security 
Administration. 

Federally-guaranteed real estate mortgages: See Real estate mortgages, govern- 
ment-guaranteed. 
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INDEX XXIX 
> Federation for Railway Progress: opinion of, on quality of present railroad 
5B retirement administration, 559; preferenc es of, among methods for liberal- 
+ izing benefits and increasing revenues, 558-559; reply to Joint Committee 
g questionnaire on proposals for change in railroad retirement, 531, 533, 536; 
k —_—., to alter social security minimum guaranty, 556 ; ———,, to alter work 
2 clauses, 5odd-556; ————, to compute average monthly compensation and 
4 credit prior service on more liberal bases, 557; ————, to increase benefit 
3 amounts, 556; ——-—, to increase payroll taxes and taxable compensation, 
: 5a; ————, to liberalize requirements for various annuities and benefits, 
5 557-558. 
> Field offic * (of Railroad Retirement Board): number of, and work perform- 
} ances, 455, 461-462. 

Financial advantages: See Savings (for railroad retirement). 

Financial interchange (between railroad retirement and social security) : 328 
334; action in Congress on proposal for (1951), 181, 183; as major issue at 
Senate’ hearings (1951), 128-129; as provided under Amendments of 1951, 


107, 134, tt 167, 605, 657-662 ; as projected by Railroad Retirement Board 
(1952-2015), 296-297; assumptions on, adopted by Railroad Retirement 
Board in fifih valuation, discussed and evaluated, 414-421; comment of M. 
Latimer on cost effects of, 581-583 ; comparison of, under 1951 amendments, 
with Murray-Crosser bills of 19: 91, 125; comparison with financial arrange- 
ments in selected other retirement systems, 186; described and analyzed, in- 
cluding proposals for change, 657-662; effect of, on cost significance of 
withdrawal rate assumptions, 381, 382; effect on, of family composition as- 
sumptions, 895——-—, of mortality assumptions (active employees), 339; 
—_——.,, of social security Act Amendments of 1952, 610 ;————-, of ten year 
provision, 296 9 331-334; estimated effect of, on costs of railroad re- 
tirement, 295-297, 314-317, 322, 323, 331-334, 414-421: estimated effect on, of 
elimination of survivor benefits work clause, 594; extent to which financial 
advantages of integration have been achieved under, 691-694; fifth valua- 
tion complicated by, 324: grounds laid for, in requirements for financial 
reports under Taxing Act of 1987 and Amendments of 1946, 86, 633-6534 ; in- 
sisted upon Bureau of the Budget (September 1951), 132; method used in 
calculating cost effects of, 325; positions of interested government agencies 
on proposals to change, 740-741; problems arising in, 609; Railroad Retire- 
ment Board and Social Security Administration actuaries disagreed on cost 
effects of, 332, See also Coordination of railroad retirement and social secu- 
rity; Financing. 

Financial reports: required under Railroad Retirement Act of 1937 and Amend- 
ments of 1940, 1942 and 1946, 165-166. 

Financing: methods of, used for retirement systems, 297-302; of American 
Telephone and Telegraph Company pension plan (1913-49), 280-281, 284; 
of Brotherhood of Locomotive Engineers legal reserve insurance system, 
42n, 43; of Brotherhood of Locomotive Firemen and Enginemen legal reserve 
insurance system, 44-45; of Brotherhood of Railroad Trainmen legal reserve 
insurance system, 4041: of Class I mea Pullman Company and Rail- 
way Express Agency pension plans (1982), ; of early railroad union pen- 
sion plans, as source of difficulties, 37, 48; s. Order of Raflway Conductors 
legal reserve insurance system, 46; of Railroad company pension plans, as 
indication of limitations on pay-as-you-go method, 27-28: of railread com- 
pany pension plans, as precedent for non-contributory railroad retirement 
system, 26; of railroad company pension plans, insecure in 1932, 28-29; of 
typical railroad company pension plan (1932), 26; schools of thought on 
methods of, for pension systems, 297-298 ; unsound, of railway union pension 
plans, as justification for shift to legal reserves insurance systems (1925-33), 
39-48, 

——— (railroad retirement) : 291-334; Bureau of the Budget’s comments on 
(1952), 537; comparison with social seeurity and selected other retirement 
systems, 186-188, 245, 610-611, 680; discussed in hearings of Joint Commit- 
tee (1952), 139-141; discussed in hearings on Crosser bill (1945), 97-98; in 
1947-48, 114-115; issue at hearings on 1937 tax bill, 74-75; issue at hearings 
in 1948 and 1951, 116, 127; Joint Committee on Railroad Retirement Legisla- 
tion directed to study, 135; of liberalized benefits and eligibility, as most 
important issue for railroad retirement, 4; operating unions’ comments on 
(1952), 584; provisions on, in memorandum of agreement (1937), 70-73; 
Railroad Retirement Board statement on (1952), 2-3; soundness of, depend- 
ent on economie state of railroad industry, 608; substantial changes in, op- 
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posed by American Short Line Railroad Association (1952), 536; under Acts 
of 1934, 1935 and 1937; and Amendments of 1940, 1942, 1944, 1946, 1951 ang 
1952, 62, 69-70, 79-80, 85-86, 110, 139, 163-167 ; under. Crosser bill of 1945 

96; under 1935 bills, as issue at hearings in 1935, 65-68 ; under various bills 
in 1951, 138. See also Accrued liability ; Actuarial assumptions ; Actuarial] 
costs; Appropriations; Compensation, taxable; Deficit; Financial inter. 
change (between railroad retirement and social security) ; Funding; | 1ter. 
est; Interest charges; Investment; Payroll taxes; Railroad retirement ge. 
count; Reserves; Revenues, methods of increasing. 

Fletcher, R. V. : 75. 

Foley, R. M.: correspondence of, on investment of railroad retirement reseryes, 
1952, 451-455. 

Folsom, Marion: integration favored by, (1949-50), 624 

Ford Motor Company pension plan: description of, showing coordination with 
social security (1952), 757-758; illustrative monthly benefits, under various 
conditions, 690; retirement annuities payable under, by selected wage levels 
and years of service, 764-765 ; years of service required by, as precedent for 
railroad retirement ten year prov ision, 651. 

Foreign countries: problem of various, in coordinating own retirement systems 
617-619. 

————-, employees in: provisions on railroad retirement coverage of, in memo. 
randum of agreement (1937), 74. See also Coverage (railroad retirement), 
employee. 

Foreign service retirement fund; interest yield compared with railroad retire 
ment and other public plans, 430. 

Forfeitures: See Ten year provision (railroad retirement). 

Fort, J. Carter: 75,141, 531. 

Free transportation: not to be affected by establishment of railroad retirement 
system, under memorandum of agreement (1937), 74. 

Freight forwarders: Crosser bill of 1945 opposed by, 97. See also Coverage (rail- 
road retirement), employer. 

“Fully-insured” (social security) : “completely insured” (railroad retirement) 
deemed same as, in application of social security minimum guaranty to rail- 
road survivor annuitants, 487. 

Fund: type of, in railroad retirement, compared with social security, 680. 

Funding: in railroad retirement, compared with social security and selected 
other retirement systems, 248, 672; under Class I Railroad, ee Com: 
pany, and Railway Express Agency pension plans (1932), 26. See also 
Financing. 

Furloughed employees: See Employment relation. 

Future taxable payroll: See Payroll, future taxable. 


G 


Gagliardo, Domenico, 624. 

Gazzo, C. D.: increase in railroad retirement payroll taxes and taxable compensa- 
tion opposed by, 567; opinion of, on proper role of Federal Government in 
retirement systems, 575; opinion of, on quality of administration of railroad 
retirement, 575; preferences of, among various methods for liberalizing 
benefits and increasing revenues under railroad retirement, 574-575; rep 
of, for National Railroad Pension Forum, Incorporated, to Joint Committee 
questionnaire on proposals for change in railroad retirement, 532, 539; views 
on proposals, to alter eligibility for various annuities and benefits, 57I- 
573 ; -, to alter social security minimum guaranty, 569; ———, to alter 
work clauses, 567-569 ; ————, to compute average monthly compensation and 
credit prior service on more liberal bases, 571; ————, to increase benefits 
569-570. 

General Auditor (Railroad Retirement Board), 455. 

General Electric Company pension plan: amendments in (1912-50), 196, 27- 
277; compared with railroad retirement and other Legg! plans, 174-274: 
date established, 194; dual benefits provisions under, 185-186, 240-244: 
no work clause under, 191, 258; provision for cee disability 
under, 177; supplementary pension plan under, 196; survivors’ benefits 
provided under, 177; termination clause in, 197. 

, administration (organization and costs) : 189, 254. 

, beneficiaries: average retirement age and years of service of, by tyre 








of benefit (1952), 185, 238-239, 245; number of, by type of benefit, in 1°, 
234 ; number of, in 1951, 183. 
———, benefit formulas, 180, 230. 





G: 








Y Acts 
1 and 
f 1945, 
Ss bills, 
uarial 
inter. 
Inter. 
“nt ac. 


Serves, 


n with 
arious 
' levels 


Put for 
ystems 


memo 
ment), 


retire 


rement 
p (rail- 


pment) 
to rail- 


80). 

elected 
n Com- 
pe also 


npensa- 
nent in 
ailroad 
ralizing 
; reply 
nmittee 
: views 
Ss, d71- 
to alter 
ion and 
enefits, 


G, 92T}- 
74-274; 
40-244; 
sability 
benefits 


by type 
in 1982, 





INDEX XXXI 


eae 


Be ae 


oa 


___—,, benefits: average being paid (1952), 184, 235; compensation used as 
basis for computing, 219; coordination of, with social security (1952), 186, 
4 761-762; minimum and maximum, by type of annuity, 183, 231; number 


dE 


es awarded, in 1951, by type of benefit, 183, 233; payable, under various condi- 


tions, to retirement annuitants, 690, 764-765; prior service considered in 
determining base and formulas for, 219; total paid, as percentage of total 





Fs payroll (1951), 184, 236-237, 259; types of, provided, 203; withdrawing 


employees not eligible for, 177, 202. 
wi , contributions: 187; employee and employer, 246; total, and total em- 
ployee, in 1951, and changes since 1940, 188, 191-192, 250-251, 268-269; 


iS total payroll on which collected in 1951, and changes since 1940, 188, 250, 
Fe 268-269. 
- _—, contributory basis: 245. 


_ ——, costs of: not available, 250. 

= - -, coverage: classes of employees included in, 201; voluntary participation 

pi. in, 202; years of service, as condition of, 176, 200. 

_ —_——, eligibility requirements: for age retirement benefits, 207; for disability 
benefits, 210, 255-257; for joint-and-survivor annuities, 215; for lump-sum 
death benefits, 214; for survivors’ benefits, 212; for withdrawal and post- 
normal retirement benefits, 217. 

———-, employees covered: average age and earnings, and sex of, 261, 264; 
number of, and percentage of, total employees, and of total eligible em- 
ployees, (1951), 175, 198, 199; proportion of males among, 191; turnover 
among (1951), 266-267. 

——_—-, financing: actuarial reserve basis, 248; amortization of accrued liability, 
249; assets in 1951, 251; fully funded, 248; investment of reserves, compared 
with railroad retirement and other pension plans, 252, 430; of benefits based 
on prior service, 247; self-insured, 247; unfunded accrued liability in 1951, 
and plans for handling, 249, 251. 

General Motors Corporation pension plans: compared with railroad retirement 
and other public and private pension plans, 174-274; date established, 194; 
dual benefits provision under, 185, 240-242, 244; history of, 175; most im- 
portant amendments in, 196; provision for non-work-connected disability 
under, 177; supplementary pension plans under, 175, 196; survivors’ benefits 
provided under, 177; termination clauses in, 197. 

——, administration (organization and costs) : 189, 253-254; 

——., beneficiaries: average retirement age and years of service of, not avail- 
able, 238, 239, 265; number of, in 1951, 183-184; number of, in 1952, not 
available, 234. 

——-, benefit formulas: for age and disability annuities, death and elective 
benefits, 180, 229-230. 

———., benefits: compensation used as basis for computing, 218-219; coordina- 
tion of, with social security (1952), 185, 186, 761; eligibility of withdrawing 
employees for, 176-177, 202; minimum, maximum and average benefits being 
paid, not reported (1951), 235; minimum and maximum, by type of annuity, 
182, 231; number of, awarded in 1951, not reported, 183-184, 233; payable 
under various conditions to retirement annuitants, 690, 764-765 ; prior service 
considered in determining base and formulas for, 219; total paid, in 1951, 
not reported, 184, 236-237 ; types of, provided, 208. 

——, contributions: 187; employee and employer, 246; total, and total em- 
ployee, in 1951, 188, 250-251. 

——, contributory basis : 245. 

——., costs of : in 1951, 249-250. 

——., coverage: age, years of service and compensation, as conditions for, 176, 
200; classes of employees included in, 201; compulsory and voluntary par- 
ticipation in, 177, 202. 

——., eligibility requirements: 201; for age retirement benefits, 207; for dis- 
ability benefits, 210, 255-257; for joint-and-survivor annuities, 215; for 
lump-sum death benefits, 214; for survivors’ benefits, 212; years of service 
required, as precedent for railroad retirement ten-year provision, 651. 

————, employees covered: age and sex distribution of, 261; number of, as per- 
centage of total employees, and of total eligible employees (1951), 176, 198, 
199; proportion of older people and males among, 191; turnover among, not 
available, 266-267. 

———, financing: actuarial reserve basis, 248; amortization of accrued liability, 
249; assets in 1951, 251: insurance of, 247; investment of reserves, compared 
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with railroad retirement and other pension plans, 252, 430; not fully funded, 
248; of benefits based on prior service, 247; unfunded accrued liability jy 
1951, and plan for handling, 248-249, 251. 

———, work clauses: for age and disability annuitants, 190-191, 258. 

General welfare clause: accepted as basis for railroad retirement in 1935 bills, 64, 

Germany: coordination of social insurance systems in, not successfully accom. 
plished up to World War ITI, 618, 691. 

Gillette, Hon. Guy M., 127. 

Gompers, Samuel, 29, 57. 

Goodyear Tire and Rubber Company pension plan: years of service required 
under, as precedent for railroad retirement ten-year provision, 651. 

yovernment-guaranteed real estate mortgages. See Real estate mortgages, goy. 
ernment-guaranteed. 

Government life insurance fund: interest yield, compared with railroad retire. 
ment and other public plans, 480. 

Graduated tax rate. See Tax schedule. 

Grand Association of Veteran Railway Employees: integration of railroad re 
tirement and social security opposed by (1952), 620, 688; opinion of, on 
proper role of Federal Government in retirement systems, 575; on quality 
of administration of railroad retirement, 575; preferences of, among various 
methods for liberalizing benefits and increasing revenues under railroad 
retirement, 574-575; reply to Joint Committee questionnaire on proposals 
for change in railroad retirement, 539; , to alter social security 
minimum guaranty, 569; , to alter work clauses, 567-569 ; , to 
compute average monthly compensation and credit prior service on more 
liberal bases, 571; , to increase benefits, 569-570 ; , to increase 
payroll taxes and taxable compensation, 567; , to liberalize eligibility 
requirements for various annuities and benefits, 571-578; 

Grand Trunk Superannuation and Provident Fund Association: as first formal 
pension system in America (1874), 24, 24n, 29-30. 

Group annuity mortality tables. See Mortality assumptions; Mortality rates, 

Group life insurance: experience of, used by Railroad Retirement Board as basis 
for immediate disability retirement assumptions in first valuation, 374. See 
also Life insurance. 

Grumman Aircraft Engineering Corporation pension plan; description of, show- 
ing coordination with social security (1952), 760-761; retirement annuities 
payable, under various conditions (1952), 764-765. 

Guaranty, residual lump-sum. See Residual lump-sum death benefits. 

Guaranty, social security minimum. See Social security minimum guaranty. 

Gunn, W. B., 582. 
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Hall, Hon. Leonard W., 132. 

Harris, Hon. Oren, 133. 

Harrison, George M., 75. 

Hasselgren, Harry R., 531. 

Hatfield, Hon. Henry D.: bills introduced by (1932-33), 58-59. 

Hatfield bill of 1932: hearings on (1933), 58-59. 

Hawkes, Hon. Albert W., 114. 

Hay, Charles M., 75. 

Hearings, Congressional: before Social Security Advisory Council, of Senate 
Finance Committee (1947), 634; on proposed amendments to railroad unem- 
ployment insurance legislation (1947 and 1948), 114-116. 

———,, (on railroad retirement legislation) : before Joint Committee on Railroad 
Retirement Legislation (August 1952), xxiii, 1, 2-8, 139-141; on bills of 
1932 (January 1933), 58-59: on bills of 1934 (April, June 1934), 59, 60, 
625-626; on bills of 1935 (July-August 1935), 65-68, 626-628; on bills of 
1937 (April-May 1937), 74-77, 628, 630: on “omnibus” bill of 1942, 13; on 
“omnibus” bill of 1944 (May—June, 1944), 92; on proposed amendments 
(January-April 1945), 92-96; on proposed amendments (May 1948), 116: 
on proposed amendments (April-June 1951), 9-10, 11, 125-131, 413-415, 426 

Helvering v. Davis, 92. 

Heselton, Hon. John W., 132. 

Hill, Hon, Lister, 116. 

History (railroad retirement system): of actuarial costs of railroad retirement 
benefits. 309-317 : of Crosser amendments of 1946, 90-111: of Douglas amend- 
ments of 1951, 118-138: of early amendments to the 1937 Railroad Retirement 
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and Carriers’ Taxing Acts, 87-90; of early railroad retirement legislation 
(1934-36), 59-74; of issue whether railroad retirement should be coordinated 
with social security (up to 1951 amendments), 625-635; of most recent 
1952) developments in railroad retirement legislation, 139-141; of movement 
for federally administered railroad retirement system on contributory basis, 
51-57 ; of origins of railroad retirement system, 17-49; of particular features 
of railroad retirement system since 1940, compared with selected other re- 
tirement systems, 267-274; of Railroad Retirement and Carriers’ Taxing 
Acts of 1937, 74-87; of railroad retirement disability provisions, 508-513; 
of railroad retirement legislation, 51-173, 601-602; of railroad retirement 
legislation, by particular subject, 142-173; of railroad retirement legislation, 
compared with selected other retirement systems, 175, 193-196; of revenue 
aspects of railroad retirement system (1937-52), 306-808; of steps pre- 
liminary to enactment of federal legislation for railroad retirement, 57-59; 
of Wolverton amendments of 1948, 111-118. 

Holran, Robert D., 305. 

Hood, J. M., 531, 754-755. 

Hoover Commission: integration opposed by, against recommendation of Task 
Force on welfare, (1949), 621-622, 635. 

Hotel and Restaurant Employees and Bartenders International Union: see Rail- 
way Labor Executives’ Association. 

House bills: 3892, 72d Congress (1932), see Wagner-Crosser bill of 1932; 9596, 
73d Congress (1934), see Crosser bill of 1934: 9911, 78d Congress (1934), 
60-61: 8651-2, T4th Congress (1935), see Wagner-Crosser hill of 1935; 
6448, 75th Congress (1937), see Doughton bill of 1937; 6956, 75th Congress 
(1987), see Wagner-Crosser bill of 1937; 1362, T9th Congress (1945), see 
Crosser bill of 1945; 3669, S2d Congress (1951), see Murray-Crosser bill of 
1951. 

House Committee on Interstate and Foreign Commerce: action of, on Crosser 
bill of 1945, October 1945—April 1946, 101; forced to report Crosser bill of 
1945 (April 1946), by discharge petition, 102; represented on Joint Com- 
mission on Railroad Retirement Legislation (1951-52), 135; various stands 
of, on desirability of integrating railroad retirement and social security 
(1951), 623, 628, 635. 

—— , hearings: on “omnibus” railroad retirement bill of 1944 (Crosser “omni- 
bus” bill), (May-June 1944), 92; on proposed amendments to railroad re- 
tirement legislation (May-June 1951), 130-131; on railroad retirement bill 
of 1934 (Crosser bill, June 1934), 60-61; on railroad retirement bills of 
1937 (May 1937), 74-77, 309-310; on railroad retirement bill of 1945 (Crosser 
bill), January—April 1945, 92-96; on unemployment insurance bill of 1947 
(June 1947), 114. 

——,, reports: on Crosser bill of 1945, in May 1945, 102; on H. R. 9911 (1934), 
60-61; on H. R. 3669 (1951) (Harris substitute), including minority report, 
131-132. 

House Ways and Means Committee: integration favored by minority of (1948), 
623, 635.. 

—, hearings: on 1935 railroad retirement taxing bill, 65-68; on 1937 rail- 
road retirement taxing bill, 74-77. 

House Ways and Means Committee, Social Security Technical Staff: see Issues 
in Social Security. 

Housing mortgages, Federal Housing Administration or Veterans’ Administra- 
tion-insured: see Real estate mortgages, government-guaranteed. 

Housing and Home Finance Agency: statement of, on proposal to invest some 
railroad retirement funds in government-guaranteed real estate mortgages, 
434. 

Howell, Hon. Evan, 114. 

Hughes, Chief Justice Charles E.: minority opinion, Railroad Retirement Board 
v. Alton Railroad Company, 64. 

Hunter’s death rates (disabled employees) : compared with railroad retirement 
(fifth valuation) mortality rates (disabled employees), 353. 


I 


Immediate age retirement assumptions: of Railroad Retirement Board, described 
and evaluated, 366-373; of Railroad Retirement Board, in fifth valuation, 
compared with railroad retirement rates and civil service retirement system 


7- 


assumptions, 372. 
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Immediate age retirement rates: under railroad retirement system in selecteq 
calendar years 366-373. See also Retirement age. 

Immediate disability retirement assumptions: of Railroad Retirement Board, 
described and evaluated, 373-381; of Railroad Retirement Board, in fifth 
valuation, compared with civil service retirement systems and life insurance 
assumptions, 380-381. 

Immediate disability retirement rates: under railroad retirement system, 373- 
381, 580-581, 583. 

Inactive employees. See Withdrawing employees. 

Independent pension organizations. See Non-affiliated pension groups, 

Individual reserve insurance system. See Legal reserve insurance systems 

Industrial production estimates: of Railroad Retirement Board, in fifth valua- 
tion, described and evaluated, 408, 410-411. 

Industrial securities. See Securities, industrial. 

Industry, railroad. See Railroad industry. 

Industry, type of: effect of, on immediate age and disability retirement rates, 
872, 379; effect of, on withdrawal rates, 387. 

Industry-wide railroad retirement system: constitutionality of provision for, 
discussed in Railroad Retirement Board v. Alton Railroad Company, 63-64; 
under railroad retirement bills of 1934, 59. 

Initial liability (or deficit or accrued liability). See Accrued liability. 

Inland Steel Company pension plan: years of service required under, as precedent 
for railroad retirement ten year provision, 651. 

Inland waterways: intercity revenue freight traffic of (1928-51), 411. 

Insurance, legal (or individual) reserve. See Legal reserve insurance systems, 

Insurance, life. See Life insurance. 

Insurance, mutual. See Legal reserve insurance systems. 

Insurance, of retirement systems: comparison of railroad retirement and selected 
other retirement systems, 247. 

Insurance companies, private: administrative costs of, compared with railroad 
retirement and other public and private plans, 445; issue whether com- 
parable protection would cost less under, than under railroad retirement 
(1946-47), 111. 

Insurance lump-sum death benefits (railroad retirement): comparison with 
social security, 671; under amendments of 1946 and 1951, 105-107, 155, 157, 
496. See also Death benefits (railroad retirement). 

. amounts of: action in Congress for increase in (1951), 131, 133; average, 

in 1951, 506-507 : increased by amendments of 1951, 162: more generous than 

under social security, 599; of awards through June 1952 and in 1951-52, 465; 

payable on basis of various combinations of service and remuneration, 

484-486 ; social security minimum guaranty not applicable in calculation of, 

486. 

, awards: number and percent awarded in 1951, by relationship of bene- 
ficiary and by amount, 506-507; number awarded through June 1952 and in 
1951-52, 465. 

———., benefit formula: compared with social security, and selected other re- 
tirement systems, 220-230, 671, 678: under amendments of 1946 and 1548, 
106, 160-162, 485. 

. costs of: effect of family composition assumption on, 395; estimated, 
allowing for effect of financial interchange, as of 1950, 275; estimated, used 
in calculating net effect of financial interchange, 332; various estimates of, 
314. 

——-, duration of payments for: under amendments of 1946, 1951, and 1952, 
159-160. 

, eligibility requirements for: 159, 470-474; comparison with social se- 
curity, 678; position on proposals to liberalize (1952), of employee organiza- 
tions, 552; , of employer organizations, 558; , of government 
agencies, 564; — -, of M. Latimer, 588; , of non-affiliated pension 
organizations, 573. 

Insured, completely. See Completely insured. 

Insured, partially. See Partially insured. 


























Integration (of railroad retirement with social security) : Advisory Council on 
Social Security favors (1948), 602; alternative procedures for achieving, 
755-770 ; American Short Line Railroad Association opposed to, at this time 
(1952), 5-6, 754-755; as issue at House and Senate hearings (1951), 130, 
131; as possible source of savings to railroad retirement account, 613-614, 
691-695 ; Association of American Railroads opposed to, at this time (1952), 
5-6, 753-754; Bureau of the Budget in favor of (1952), 587-538, 752-753; 
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comments of interested government agencies, on alternative methods of 
achieving, 738-741, 766-770 ; , on arguments against, 722-729 ; —-—-, 
on arguments for, 729-738 ; considered briefly at hearings _ ‘railroad 
retirement bills of 1935, 626-628 ; definition of, for this report, 5; degree of, 
under Amendments of 1951 (see Amendments of 1951); dual ceaeien abol- 
ishable by, 667; experience with, under other industry pension plans, 
689-691 ; extent to which problems of dual coverage might be met by, 695- 
710; Federal Security Agency in favor of (1952), 5, 752; given limited 
attention at hearings on railroad retirement bills of 1937, 628, 6380; history 
of issue (up to 1951 amendments), 625-635; injustices arising for lack of, 
606 ; issue whether efficiency of administration would be benefited or impaired 
by, 710-713; Joint Committee on Railroad Retirement Legislation leaves 
issue of, to Congress, 6, 713-714; Joseph Eastman sympathetic to, in 1935, 
68; M. Latimer in favor of, at hearings on 1951 amendments, 10; National 
Railroad Pension Forum in favor of, for spouses’ and survivors’ benefits 
(1952), 589; possible advantages of, examined, 685-770; possibility of, not 
discussed at hearings on railroad retirement bills of 1984, 625-626; pre- 
ferred to coordination by Social Security Board, for survivor annuities 
(1946), 650; previous positions, studies and reports on, 619-625; problems 
which would be created by, 12; Railroad Retirement Board opposed to 
(1952), 5-6, 741-752; Railway Labor Executives’ Association opposed to 
(1952), 5-6, 742-746; resistance to, 12; R. Reagh in favor of (1952), 538; 
ten year provision approved by Bureau of the Budget as step toward, 654; 
U. S. President in favor of (1951), 602. See also Supplemental pension 
plans; Staff pension plan. 

Interchange, financial. See Financial interchange. 

Intercompany Class (3) insurance systems: mortality rates (disabled em- 
ployees) under, compared with railroad retirement and other rates, 353; 
recovery rates under, compared with railroad retirement, 365. 

Interest (on railroad retirement investment): 413-414, 421-434; legal require- 
ments governing, compared with social security, 330; legal requirements 
governing, under Railroad Retirement Act of 1937, 294; need for, as argu- 
ment against reducing military service credit appropriations, 681-684; 
payable at social security rates on amounts owed social security under 
financial interchange, 660. See also Interest yields (on railroad retire- 
ments investments); Investments (of railroad retirement reserves). 

—— charges (railroad retirement): as alternative to amortizing accrued 
liability, 301; defined, 303-304; effect on, of interest yields, 413; estimated 
costs of, in various years (1937-52), 309-317; taken into account in esti- 
mating costs of railroad retirement system (fifth valuation), 327. See also 
Accrued liability. 

— yield (on railroad retirement investments) : 413-414, 427-434; assumed 
by Railroad Retirement Board in estimating actuarial costs, 327, 413-414; 
comparison with social security and other retirement systems, 480—431, 680; 
closer relationship between benefits and, recommended by Joint Committee’s 
actuarial consultant, 339; effect on, of immediate age retirement rates, 367 ; 
effect on, of immediate disability retirement rates, 373; effect on, of new 
entrants’ age distribution, 401; effect on, of salary scales (level and trends), 
408; in fiscal years 1938-52, 292-293; projected, for years 1952-2015, 296- 
297; under actuarial reserve method of financing, compared with pay-as-you- 
zo method, 299. 

International Association of Machinists, 32. See also Railway Labor Execu- 
tives’ Association. 

International Brotherhood of Blacksmiths, Drop Forgers and Helpers. See 
Railway Labor Executives’ Association. 

International Brotherhood of Boilermakers, Iron Ship Builders and Helpers 
of America. See Railway Labor Executives’ Association. 

International Brotherhood of Electrical Workers of America: detailed analysis 
of pension plan (1927), 36. See also Railway Labor Executives’ Association. 

International Brotherhood of Firemen and Oilers. See Railway Labor Execu- 
tives’ Association. 

International Labor Organization: unification or coordination of retirement sys- 
tems recommended by, 617. 

International Longshoremen’s Association: higher railroad retirement payroll 
taxes recently proposed by, 424; opinion of, on proper role of federal govern- 
ment in retirement systems, 554, opinion of, on quality of present administra- 
tion of railroad retirement, 554; preferences of, among various methods for 
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liberalizing railroad retirement benefits and increasing revenues, 552-553: 
replies by three locals to Joint Committee questionnaire on proposals for 
change in railroad retirement, 531, 534; ————,, to alter social security minj- 
mum guaranty, 549; —-——, to alter work clause, 548-549; , to com- 
pute average monthly compensation and credit prior service on more libera} 
bases, 550; —, to increase benefits, including minimum and maximum, 

549-550 ; , to increase payroll taxes and taxable compensation, 547: 

, to liberalize eligibility requirements for various annuities and bene. 
fits, 550-552. See also Railway Labor Executives’s Association. 

Interstate commerce clause. See Commerce clause. 

Investment: diversification of, as possible means of overcoming effects of infla- 
tion, 431, 433-434: under actuarial reserve retirement systems, 302. 

——— (of railroad retirement reserves) : 427-4384; comparison with social secu- 
rity and selected other retirement systems, 251-252, 680; diversification of, 
as possible alternative to investment in government obligations, 432-134; 
selected correspondence and data relating to (1952), 447-455; under Acts 
of 1934 and 19387, 165, 294. See also Interest (on railroad retirement inyest- 
ments) ; Interest yields (on railroad retirement investments). 

Issues in Social Security (Report of the Technical Staff on Social Security, 
House Ways and Means Committee) : integration of railroad retirement and 
social security favored by (1946), 622-623, 634; statement of, on administer- 
ing costs under coordination of railroad retirement and social security 
(1946), 710. 

Ives, Hon. Irving, 117. 














J 


Johnson and Johnson Company, pension plan: description of, showing coordina- 
tion with social security (1952), 762-765. 

Johnson, Hon. Edwin, 89-90. 

Joint-and-survivors’ annuities: as payable under Acts of 1935 and 1937, and 
amendments of 1946, 1948 and 1951, 69, 70, 79, 82, 84, 85, 104, 117, 118, 134, 
148-149, 150, 151-153, 154, 159, 481, 488; comparison with selected other 
retirement systems, 177, 214-215; more liberal provisions for election urged, 
in 1937 hearings, 77; right to elect, revocable under Amendments of 1951, 
134; ——-—, eliminated in Crosser bill of 1945, 98; , eliminated in 1946 
Amendments, 104; ————, of disabled employees, restricted in 1937, 509-510, 
513; spouses’ annuities calculable on basis of, before reduction, 480. See 
also Survivor (option) annuities. . 

. amounts of: deductible from lump-sum death benefit under 1937 Act, 

82; increased under 1948 Amendments, 117, 118; monthly (including highest, 

lowest and average), in June 1952, and for awards 1951, 1952, 465-466; 

monthly and average monthly, in December 1951 and for awards Jan.—Nov,, 

1951, 506, total, through June 1952, in 1951-52, and at end of June 1952, 465- 

466. 

, awards, number of, through June 1952, in Jan.—Nov, 1951, and in 1951-52, 
by amounts paid, 465-466, 506. 

———., benefit formula for, under Acts of 1935 and 1937, and Amendments of 
1948 and 1951, 69, 79, 151-153, 160. 

——., cost of, estimated (1950), 317. 

——, dual benefits, restriction annlicable to, before reduction, 477. 

———-, duration of payments of, under Acts of 1935 and 1937, 150, 159, 488. 

, eligibility requirements for: under 1937 Act, 85, 104, 148, 154. 

———-, recipients: numbers of, in December 1951 and June 1952, by amounts 
of annuity received, 465-466, 506. 

Joint Committee on Railroad Retirement Legislation: creation, composition, 
purpose, appropriations, 185, 168-169; factors leading to creation of, 9-10; 
hearings before. on Angnst 5. 1952, 1, 189-141: issue whether railroad retire- 
ment and social security should be integrated, as one reason for establish- 
ment of, 685; no recommendation on integration, 6; questionnaire of. on 
integration of railroad retirement and social security, and replies, 685-770; 
———, on retirement, disability and survivor benefit plans, and replies, 
175-290 : , on proposals for amending Railroad Retirement Act, and 
replies, 530-614; statement of intention, 1: study by, of various proposals 
for liberalizing benefits, 524: summary of, on proposals for alternative 
methods of investing funds, 434; , On proposals to increase tax rate 
and tax base, 427; 























, On proposals for savings in administrative costs, 
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446; , On proposal for work elause as method of reducing costs, 441- 
442: text of resolution authorizing, xxv. 

Jonas, Hon. Charles R., 527, 546. 

Jones and Laughlin Steel Corporation pension plan: years of service required 
under, as precedent for railroad retirement ten-year provision, 651. 

Judicial review (of railroad retirement system): Brotherhood of Railroad 
Trainmen opposed to provision on, in Crosser bill of 1945, 98; of Railroad 
Retirement Board decisions on degree of disability of disabled claimants, 
493-494; Railway Labor Executives Association recommendations on 
(1942), 91; studies of, being conducted by Railroad Retirement Board in 
1942, 91; time limit on commencement of suits, 170; under Acts of 1934, 1935 
and 1937, and Amendments of 1946, 169-171; under Crosser bill of 1945, 92, 
96, 98. 

K 


Kee, Hon. Blizabeth, 527, 546. 

Keller, Hon. Kent, 58, 60. 

Keller bill of 1982; compared with Wagner-Crosser bill (1982), 58n. 
Kennedy, W. J., 681-684. 

Kilgore, Hon. Harley M., 127. 

Kulp, C. A., 691, 694. 


L 


Labor disputes: fear that railroad companies could use pension plans as means 
of breaking, 30. 

Langer, Hon. William, 527, 546. 

Latimer, Murray: as spokesman for operating unions, in reply to Joint Com- 
mittee questionnaire on proposals to change railroad retirement, 532, 534- 
535, 579-588 ; as spokesman for operating unions at Joint Committee hearings 
in 1952, 141: comments of, on operation of railway union pension plans, 
48n; comments of, on financing of early railroad union pension plans (1932), 
37; comments of, on financing of railroad company pension plans, 26; co- 
ordination and integration of railroad retirement and social security dis- 
cussed by, at hearings on railroad retirement bills of 1935, 627; . at 
Senate hearings in 1951, 629-630; coordination of survivor annuities justi- 
fied by (1946), 649; correspondence with Winant on financial advantages of 
integrating railroad retirement and social security (1937), 629-630, 646, 
692; costs of railroad retirement system estimated by, in 1935 and 1937, 
65-66, 77: . in 1945, 101: dual benefits restriction of 1951 criticized 
by, 664; financial interchange between railroad retirement and social security 
criticized by, 661-662; integration favored by, 10, 624: Murray-Crosser bill 
of 1951 opposed by. 126; position of, on maximum “safe” tax rate for rail- 
road retirement, 319; , on proposals to increase railroad retirement 
tax rates, at 1951 hearings, 426; Railroad Retirement Board’s report on 
actuarial soundness of Murray-Crosser bill of 1951 challenged by, 127; ten- 
year provision opposed by (1951), 130, 653. 

Lawton, F. J., 531, 681-684, 686. 

Lea, Hon. Clarence, 87, 88, 90. 

Legal reserve insurance systems: adaptability of, as supplementary form of pro- 
tection for retirement annuitants, 47; justification for shift to, from union 
pension plans, 46-47 ; of Brotherhood of Locomotive Engineers (1933), 41-44; 
of Brotherhood of Locomotive Firemen and Enginemen (1928), 44-45; of 
Brotherhood of Railroad Trainmen (1933), still in existence, 38-41; of Order 
of Railway Conductors (1925), 45-47. 

Legislative background. See History (of railroad retirement system). 

Lehman, Hon. Herbert, 127. 

Leighty, G. E.: as spokesman for Railway Labor Executives’ Association, 141, 
530, 576-578, 742. 











_ Length of service. See Years of service: years of service (railroad retirement). 
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Level cost basis: need for higher tax schedule to maintain railroad retirement 
fund on (1946), 110: Railroad Retirement Board estimates railroad retire- 
ment system overfinanced on (1947), 115: relationship between actual pay- 
roll tax and tax required on, for railroad retirement, in 1950, 294-295; See 
also Financing. 

Level costs. See Actuarial costs; Financing. 

Level tax rate (railroad retirement) : 303; as estimated in fifth valuation (1950), 
295: derivation of required, in fifth valuation, 326-334: factors considered 
in deriving, 304; various estimates of required, for normal and unfunded 
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accrued liability (1937-52), 309-317. See also Actuarial costs (railroaq 
retirement). 

Liability, accrued. See Accrued liability. 

Liability, unfunded accrued. See Unfunded accrued liability. 

Life insurance. See Death claim ; Group life insurance. 

Companies, Class 3: immediate disability retirement assumptions cop. 
pared with railroad retirement and civil service retirement rates, 380-38} 

Line-haul railroads other than Class I: revenue traffic, passenger and freight, of. 
(1926-51), 411-412. : 

Linkins, Mary B., 531, 686, 746. 

Livington, Joseph A.: letter from, on investment of railroad retirement reserves 
(1952) , 483, 450-451. 

Locomotive Engineers’ Mutual Life and Accident Insurance Association. S¢¢ 
Brotherhood of Locomotive Engineers. 

Lump-sum, superannuation benefits: under railway union pension plans ( 18s2- 
1928), 33. 





M 

McKenzie, I. J., 43 

Man-years: worked by Railroad Retirement Board, by organizational unit and 
program (1951-52), 459-462. 

Martin, William McChesney, Jr.: correspondence of, on investment of railroad 
retirement reserves (1952), 448-450. 

Maternity benefits: provision of, under railroad retirement, recommended by 
Railway Labor Executives Association (1942), 91. 

Maximum annuities: under railroad company pension systems, 24, 26; under 
railroad union pension plans, 34-36; under various public and private pen- 
sion plans (1952), 758, 761. 

Maximum annuities (railroad retirement) : comparison with selected other re- 
tirement systems (1952), 178-183, 230-232; , by changes since 1940, 
272-274; , by type of benefit (1952), 234-236; decline in 1937 value of, 
by 1947, 114; estimated effect of provisions for, on actuarial costs (1950), 
317; lowness of, as argument in favor of increasing taxable compensation, at 
1951 hearings, 427; position on proposal for, of employee organizations, 550; 

, of non-affiliated pension organizations, 570; of Federation for 
Railway Progress, 556; provisions for, as one factor causing benefit formula 
to favor low earnings, 521; provision on, in memorandum of agreement 
(1937), 73; under Act of 1934, 62; under Crosser bill of 1937, 60-61; under 
Wagner-Crosser bills of 1937, 76. See also Pensions (railroad retirement), 
maximum; Retirement annuities (railroad retirement), maximum; Spouses’ 
annuities (railroad retirement), maximum; Survivors’ annuities (railroad 
retirement), maximum. 

Memorandum of agreement of 1937, between railroad carriers and unions on rail- 
road retirement legislation, 70-74, 97-98, 99, 426, 628. 

Memorandum on the Railroad Retirement System and Its Relationship with 
Other Government Retirement Systems, 1952, (Bureau of the Budget), 537, 
599-614. 

Meriam, Lewis: position on integration, 624, 633. 

Metropolitan Life Insurance Co.: mortality rates and experience of, compured 
with railroad retirement, 341-342, 355. 

Mexico: — service in, as dealt with in Amendment of 1940 (railroad retire- 
ment), 8 

Military service credit (railroad retirement): appropriations to cover cost of, 
under Amendments of 1940 and 1942, 166, 306-308; as taken into account 
in computing average monthly compensation, 147-148; comparison with 
social security, 680; coordination of, with social security, 603-605; cor- 
respondence between Bureau of the Budget and Railroad Retirement Board 
on necessity of Federal appropriations for (1952), 681-684; definition of 
military service entitling employee to, 468-469; effect of ten-year provision 
on Federal appropriations for, 653, 655; for employee representatives, under 
Amendments of 1940, 145-146; for service before 1937, under Amendments 
of 1940, 1946, and 1952, 88-89, 139, 145-146; for service after 1937, under 
Amendments of 1942, 1946, and 1952, 88-89, 139, 146; liability for, trans- 
ferred substantially to social security under ten-year provision of 1951 and 
Social Security Act Amendments of 1952, 609-610; views of interested Gov- 
ernment agencies on proposals to change Federal appropriations for, 739. 
See also Prior service creditable (railroad retirement) ; Service patterns; 
Years of service (railroad retirement). 
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Minimum annuities: under American Telephone and Telegraph Co. pension 
plan (1913-49), 277-289 ; under railroad company pension systems, 26; under 
railway union pension plans, 34-386; under various public and private pension 
plans (1952), 758-763. 

Minimum annuities (railroad retirement): as one factor causing benefit formu- 
ja to favor low earnings, 521; Brotherhood of Railroad Trainmen opposed 
to provision on, in Crosser bill of 1945, 98; comparison with selected other 
retirement systems (1952), 178-183, 230-232; ————, by changes since 1940, 
272-274; ————,, by type of benefit (1952), 234-236; decline in 1937 value 
of, by 1947, 114; discussed at Joint Committee hearings in 1952, 140; effect 
of, on average annuities paid, 515-516; effect on, of Social Security Act 
Amendments of 1952, and comparison with selected other retirement sys- 
tems, 186; estimated cost of revision in, under Amendments of 1946, 312; 
estimated costs of various proposed increases in (1952), 525-526, 529; esti- 
mated effect of, on actuarial costs (1950), 317; existing provisions held 
unsatisfactory, at hearings on Crosser bills of 1945, 101; increase in, as 
method of liberalizing benefits, 524, 529; position of employee organizations 
on proposal to change, 550; ———— Federation for Railroad Progress on 
proposals to change, 556; ——-—— interested groups on, in hearings on Cros- 
ser bill of 1945, 97; ———— nonaffiliated pension organizations on proposals 
to change, 570; proposals to increase, in bills introduced in 82nd Congress, 
527, 546; provisions on, in,smemorandum of agreement (1937), 73-74; stud- 
ies of, in process by Railroad Retirement Board in 1942, 91; under Acts 
of 1934, 1935, and 1937, and Amendments of 1946, 1948, 1951, and 1952, 79, 
81-82, 106, 108-109, 189, 152-153; under Crosser bill of 1945, 95-96; under 
Wagner-Crosser bills of 1937, 76. See also Age annuities (railroad retire- 
ment), minimum; Children’s annuities (railroad retirement), minimum ; 
Disability annuities (railroad retirement), minimum; Occupational dis- 
ability annuities (railroad retirement), minimum; Pensions (railroad re- 
tirement), minimum; Retirement annuities (railroad retirement), minimum ; 
Social security minimum guaranty ; Spouses’ annuities (railroad retirement ), 
minimum: Survivors’ annuities (railroad retirement), minimum; Total dis- 
ability annuities (railroad retirement), minimum. 

Minimum guaranty, social security. See Social security minimum guaranty. 

Months of service: of railroad employees in service in 1950, as indication of turn- 
over, 688. See also Military service credit; Prior service; Prior service 
creditable: Service patterns; Years of service. 

Morse, Hon. Wayne, 116. 

Mortality assumptions: of Railroad Retirement Board described and evaluated, 
for active employees, 336-337, 339-343, 356 ;————, for disabled employees, 
326, 336-337, 344-356; ————,, for service retired employees, 321-322, 336- 
337, 356-363 ; ————, for withdrawn employees, 337, 343-344. 

Mortgages, Federal Housing Administration-guaranteed. See Real estate mort- 
gages, government-guaranteed. 

Motor carriers: intercity revenue freight traffic of (1928-51), 411. 

Murray, Hon. James E.: bills introduced by (1948, 1951), 116, 125, 126; letter 
from Bureau of the Budget to, on need for military service credit appro- 
priations, 681. 

Murray-Crosser bill of 1951: comparison with Amendments of 1951 (railroad 
retirement ); 125-126; Congressional action on (1951), 131-133; Senate hear- 
ings on (April-May 1951), 126-130. 

Mutual insurance system. See Legal reserve insurance systems. 

Myers, Robert J.: position of, on cost effects of financial interchange; 315, 583, 





605: . on cost estimated derived in 5th valuation of railroad retirement 
system, 338 ;: ————. on railroad retirement work clause, 439. 


N 


Nash-Kelvinator pension plan: years of service required under, as precedent for 
railroad retirement ten-year provision, 651. 

National Association of Manufacturers: integration of railroad retirement and 
social security favored by (1951), 623. 

National Industrial Traffic League: integration of railroad retirement and social 
security favored by (1948), 623. 

National Marine Engineers’ Beneficial Association. See Railway Labor Execu- 
tive Association. 

National Organization of Masters, Mates, and Pilots of America. See Railway 
Labor Executives’ Association. 
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National Railroad Pension Forum, Inc., 532, 539, 621, 688-689. 

National Resources Planning Board: problems arising through lack of ¢o. 
ordination between railroad retirement and social security discussed py 
(1942), 622, 632-633. 

National Service Life Insurance Fund: interest yield compared with railroad 
retirement and other public plans, 430. 

National Tax Association: position of, on desirability of separate retirement 
system for railroad employees, 623; ———, on effect of railroad retire. 
ment payroll taxes on railroad industry, 462-463, 611; position of Com. 
mittee on Taxation and Transportation of, on increasing railroad payrolj 
tax rate and tax base, 425. 

Navy and Marine Corps retirement system: benefit formulas, 222-223, 226, 298: 
compensation used as basis for computing benefits, 218; date established, 194; 
eligibility requirements for lump-sum death benefits, 214; ———-, for separa. 
tion or withdrawal benefits, 216 ; ————,, for various types of age retirement 
benefits, 204-205; —, for various types of disability benefits, 208, 210, 
See also Uniformed services retirement system. 

Navy Nurse Corps retirement system: benefit formulas, 223, 226, 228; compensa. 
tion used as basis for calculating benefits, 218; date established, 194; eligi- 
bility requirements for lump-sum death benefits, 214; ———— for separation 
or withdrawal benefits, 216; ———— for various types of age retirement ben- 
fits, 250; ——-— for various types of disability benefits, 208, 210. See also 
Uniformed services retirement system. : 

Neely, Hon. Matthew M., 102. 

Nelson & Warren of St. Louis, Mo.: as actuarial consultant for Joint Committee 
on Railroad Retirement Legislation, 336; summary of analysis of Rail- 
road Retirement Board’s actuarial assumptions submitted by, 336—339. 

Netzer, Richard: correspondence of, on effects of railroad retirement payroll 
taxes on railroad industry (1952), 462-463. 

New entrants (in railroad industry): effect of World War II on age distribu- 
tion of, 402; number and age distribution of, 400-402; number and percent 
of, in 1938-49, in service in 1950, as indication of turnover, 688. 

New entrants assumptions (number and age distribution): actuarial method- 
ology used by Railroad Retirement Board in selecting, 422; effect of salary 
scale assumption on, 403; of Railroad Retirement Board, described and 
evaluated, 326, 400-402, 

“New start” provision. See Social security (old-age and survivors’ insurance), 
benefit formula; Social Security Act Amendments of 1950. 

New York, New Haven and Hartfort Railroad company pension plan, 25. 

New York Times: separate railroad retirement system opposed by, (1546), 
624. 

Non-afliliated pension groups: attitude taken by, in criticizing the railroad 
retirement system, 141; comparison of railroad retirement bill (Keller bill 
of 19382) of, with standard railway unions’ bill (Wagner-Crosser bill of 
1982), 58n; increase in railroad retirement tax rates favored by, if neces- 
sary to finance more liberal benefits, 423-424, 426; petition of, on inte- 
gration of railroad retirement and social security (1951), 635; replies of, 
to Joint Committee questionnaire on integration of railroad retirement and 
social security, 686, GSS-6S9 ; —, to Joint Committee questionnaire on 
proposals for changing railroad retirement act, 583; testimony of, at Joint 
Committee hearings in 1952, 141: ————., at Senate hearings in 1951, 126: 
various proposals of (1980-34). 57-58; Wagner-Crosser bills of 1937 opposed 
by, 77. See also Grand Association of Veteran Railway Employees, Iuc.; 
National Railroad Vension Forum, Ine.: Railroad Employees’ National 
Pension Association; Railroad Pensions Conference. 

Non-contributory basis. See Contributory basis. 

Non-profit organizations: as covered by social security (1932), 176, 177, 202. 

Normal cost contributions. See Payroll tax rates (railroad retirement). 


oO 


Occupational disability annuities (railroad retirement): as provided in 1946 
Amendments, 107-108, 148-149, 490, 510-513; application of retirement annu- 
ity benefit formula to recovered recipients of, 480; comparison with selected 
other retirement systems, 177; effect of availability of, on immediate dis- 
ability retirement rates, 376-379; effect of introduction of, on immediate 
age retirement assumptions, 369-370; » on mortality assumptions 
(disabled employees) and on number of total disability annuities, 346-351; 
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, on recovery rate assumption, 364; under bills introduced prior to 
passage of Act of 1934, 508; under Crosser bill of 1945, 94. See also Disa- 
bility anuities (railroad retirement). 

———., costs of,: estimated by operating unions (1952), 534. 

———, eligibility requirements: 467-470, 490-496; current connection required, 
under Amendments of 1946 and 1951, 148-149; more liberal, favored by 
Railroad Yardmasters of North America, 535; position on proposals to 
liberalize, of employee organizations, 551; -, of employer organizations, 
5573 , of government agencies, 563; ———, of M. Latimer, 587-588; 

, of non-affiliated pension organizations, 572; retirement age, com- 
pared with selected other retirement systems, 177; ——-—, under Amend- 
ments of 1946 and 1951, 148-149; standards of disability established and 
applied, 491-494; years of service required, compared with selected other 
retirement systems, 177; ——-——, under Amendments of 1946 and 1951, 
148-149. 

—_——-., recipients of : evaluation of mortality rates assumed for, 354-355; evalu- 
ation of recovery rates assumed for, 365-356, 

—_—, work clause: as tests of recovery from disability, 491, 495. See also 
Disability annuities (railroad retirement), work Clause. 

Office of Director of Fiscal Accounts (Railroad Retirement Board), 456-457. 

Office of Director of Personnel (Railroad Retirement Board), 456—457. 

Office of Director of Research (Railroad Retirement Board), 456. 

Office of Supply and Service (Railroad Retirement Board), 456. 

“Offset” method: used in coordinating social security and selected retirement 
systems (1952), 756-758, 761-763. See also Coordination (between railroad 
retirement and social security). 

Oil pipelines: intercity revenue freight traffic of (1928-51), 411. 

Old-age and survivors’ insurance. See Social Security (old-age and survivors’ 
insurance). 

Old-Age and Survivors’ Insurance, Bureau of. See Bureau of Old-Age and Sur- 
vivors’ Insurance. 

Old-age and survivors’ insurance trust fund: financial reimbursements from, 
to railroad retirement account, under coordination of survivor benefits es- 
tablished in 1946, 634; investment policy of, considered at railroad retire- 
ment hearings in 1951, 413-414; probable reduction of reimbursements from, 
to railroad retirement account, if survivors annuities’ work clause elimi- 
nated (1952), 594. 

, financial interchange with railroad retirement under Amendments of 
1951 (railroad retirement). See Financial interchange, between railroad 
retirement and social security. 

Old age assistance, 21-22. 

Old age pensions. See Old age assistance. 

“Omnibus bills,” of 1942, 1946, 1948 and 1951, 13, 91-02. 

Operating unions: argument of, that first consideration should be given to re- 
tirement annuitants, not survivor annuitants, in liberalizing benefits, 520—- 
521; favorable treatment for low-income workers (under railroad retirement 
benefit formulas) opposed by, 320; in favor of limited operation of social 
security minimum guaranty, 657; increase in taxable compensation (railroad 
retirement) opposed by, at Senate hearings in 1951, 128, 426; no reply from, 
to Joint Committee questionnaire on integration of railroad retirement and 
social security, 687; opinion of, on proper role of Federal Government in 
retirement systems, 554; ——-—— , on quality of present administration of 
railroad retirement, 554; position on integration of railroad retirement and 
social security, at hearings*in 1951, 620, 635; position on proposals, to in- 
crease payroll taxes and taxable compensation, 547; ————, to modify work 
clause, 548-549; — ~, to modify social security minimum guaranty, 549; 
————-, to increase benefits, including minimwn and maximum, 549-550; 

, to compute average monthly compensation and credit prior service on 




















more liberal bases, 550; ————, to modify eligibility requirements for various 
annuities and benefits, 550-552; preferences among various methods for 
liberalizing benefits and increasing revenues, 552-553; reply submitted on 


behalf of, by M. Latimer, to Joint Committee questionnaire on proposals for 
changing railroad retirement act, 532, 534-535, 579-588; represented at Joint 
Committee hearings in 1952, 141; spouses’ annuities (railroad retirement) 
opposed by, at Senate hearings in 1951, 129; suggestion of their actuary on 
calculation of actuarial costs for railroad retirement, 1951 hearings, 127. 
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Order of Railway Conductors: pension plan of, as developed 1891-1927, 30-3], 
35; proposals of, in hearings on Amendments of 1951, 9-10; reply of, re 
ceived to questionnaire on proposals for changing railroad retirement act, 
531; shift of, from pension scheme to legal reserve insurance system, 1925, 
4547. 

Order of Railway Telegraphers: pension plan of, on sound actuarial basis, 37; 
pension plans of (1914 and 1921), analyzed, 35-36. See also Railway Labor 
Executives’ Association. 

Order of Sleeping Car Conductors: disability pension system of (1927), 32. 

Origins (railroad retirement system). See History (railroad retirement sys. 
tem). 


r 


Parent: definition of, for railroad retirement survivors’ annuities, 155, 158, 472 

Parents’ annuities (railroad retirement) : comment on, in minority report of 
House Committee on Interstate and Foreign Commerce (September 1951), 
132; under Amendments of 1946, 105. See also Survivors’ annuities (rail- 
road retirement). 

——-, age requirements: liberalization of, as means of liberalizing benetits, 
and estimated cost, 529; position, of M. Latimer on proposals to liberalize, 
587-588 ; ————, of employee organizations on proposals to liberalize, 551; 

—, of employer organizations on proposals to liberalize, 557; . of 

government agencies on proposals to liberalize, 563; proposals to liberalize, 

in bills introduced in 82d Congress, 527, 546. 

, amounts of: average, before and after Amendments of 1951 (December 
1951), 137; average, before and after Amendments of 1951, for families af.- 
fected by social security minimum guaranty (December 1951), 137; monthly 
and average monthly, and highest payable before 1951 Amendments, in 
December 1951, and of awards, January—November 1951, 503; monthly and 
average monthly, for families, and highest payable before 1951 Amendments, 
in December 1951, 504-505; payable on the basis of various combinations of 
service and remuneration, 484-486; probable future importance for, of sovial 
security minimum guaranty, 657; total, annual, aggregate monthly, monthly, 
average monthly and highest monthly, through June 1952, in 1951-52, and in 
June 1952, 465-466. 

——.,, awards: number of, January-November 1951, by monthly amounts, 503; 
number of, through June 1952 and in 1951-52, by amounts paid, 465-466 

. benefit formula: comparison with social security and selected other 

retirement systems, 220-230, 671, 676; under Amendments of 1946 and 1151, 

106, 160-168, 485. 














———., costs of: estimated, (1946-50), 314; ————. in calculating net effect of 
financial interchange, 332 ; ————, including allowance for effect of financial 


interchange, in fifth valuation (1950), 295. 

————-, duration of payments: under Amendments of 1946, 1951 and 1952, 
159-160. 

, eligibility requirements: 470-474; comparison with social security and 
selected other retirement systems, 210-212, 676; employees required to he 
“completely insured”, 155-156, 158; liberalization of, favored by Railroad 
Yardmasters of North America, 535; methods of liberalizing, 524; position 
or non-affiliated pension organizations on proposals to liberalize, 572; under 
Amendments of 1946, 1948 and 1951, 154-158. Sce also Parents’ annuities 
(railroad retirement), age requirements. 

—___—., liberalization: estimated costs of, 525-526. 

, recipients of: number and percentage of, in December 1951, by monthly 

amount, 503; number of, by families, affected by social security minimum 

guaranty (December 1951), 137; , by families, in December 1951, by 
amounts of annuity before and after 1951 amendments, 137; , by 
family, in December 1951, by family composition and by monthly amounts, 

504-505 ; , in June 1952, by amounts received, 465-466. 

















Parents’ benefits (social security) : deductible from railroad retirement spouses’ 
annuities, 664. 

Partial actuarial reserve method. See Reserve. 

“Partially insured” (under railroad retirement system): as condition for 
receiving survivors’ benefits, compared with selected other retirement 
systems, 210-212; as condition for receiving survivor and death benefits, 
under Amendments of 1946 and 1951, 155, 157; benefits payable to survivors 
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of employees who were, 471; deemed same as “currently insured” (social 
security), in application of social security minimum guaranty to railroad 
survivor annuitants, 487; definition of, 105, 473. See also Survivors’ annu- 
ities, eligibility requirements. 

Participation (in retirement systems): compulsory and voluntary, in railroad 
retirement and selected other retirement systems, 177, 202. 

Past service. See Prior service. 

Patten, Hon. Harold A., 527-546. 

Pay-as-you-go method (of financing retirement systems): analyzed and com- 

pared with actuarial reserve method, 297-299. See also Financing. 

Payment, residual lump-sum. See Residual lump-sum death benefit (railroad 
retirement). 

Payroll, future taxable (railroad retirement): as factor affecting actuarial costs 

of railroad retirement, 338; assumed in estimating costs of proposals for 
liberalizing railroad retirement benefits and eligibility requirements, 523; 
assumed in fifth valuation (1950), 294-295, 326; assumption on, used in 
estimating costs of Crosser bill of 1945, challenged at hearings in 1945, 101; 
effect of railroad employees’ service patterns on, 389; estimated, as basis 
for new tax schedule in 1946, 110; , at Senate hearings in 1948, 116; 

. by Railroad Retirement Board and Association of American Rail- 
roads in 1947, 115; , by Railroad Retirement Board in actuarial valu- 
ations of railroad retirement system, described and evaluated, 405-413; new 
entrants (to railroad industry) assumptions implicit in assumptions con- 
cerning amounts of, 400-401; projections of (1952-2015), 296-297; unpre- 
dictability of, as matter to remember in liberalizing benefits and eligibility 
requirements, 522; various estimates of, used in calculating costs of railroad 
retirement (1937-52), 309-317. 

Payroll, total on which railroad retirement taxes paid: 405-413; change in ratio 
of taxable to total, as argument in favor of increasing tax base (1951), 427; 
changes in, since 1940, compared with selected other retirement systems, 
267-268 ; comparison with selected other retirement systems (1951), 188, 250; 
estimated increase in, resulting from proposals to increase tax base, 424. 

Payroll estimates. See Payroll, future taxable (railroad retirement). 

Payroll tax rates (railroad retirement): 7, 11, 326; accrued liability contribu- 
tions, as portion of, defined and discussed, 301; changes in, compared with 
selected other retirement systems, 269-270; comments of M. Latimer on 
ptoper level of (1952), 580; compared with social security and selected other 
retirement systems, 186-188, 672; considered in hearings on 1951 Amend- 
ments, 9-10; correspondence relating to (1952), 462-463; discussed at hear- 
ings on Crosser blil of 1945, 97; discussed at Joint Committee hearings in 
1952, 141; effect of payroll estimates on required level of, 405; estimated 
effect on actuarial costs of 1946 increase in, of railroad retirement system, 
312; excess of, over social security, as factor creating inequities under vari- 
ous types of dual coverage, 700-710; , as justification of social security 
minimum guaranty, 657; hearings on, in 1937, 74-75; history of, 306-308; 
inadequacy of, as factor affecting actuarial cost estimates (1937-52), 309- 
317; lower than required to meet actuarial costs of railroad retirement sys- 
tem in 1950, 294-295; need for relating of, to level costs of railroad retire 
ment system, 338; normal rate, as portion of, defined, 301, 303; provisions on, 
in memorandum of agreement between unions and carriers on railroad re- 
tirement legislation (1937), 71-73; Railroad Retirement Board and Railway 
Labor Executives’ Association see possibility of increased benefits with exist- 
ing, in 1947, 115; Railroad Retirement Board’s denial that integration would 
significantly affect, 749-750; Railway Labor Executives’ Association recom- 
mendations on (1942), 91; reduction of, over larger base, favored by Federa- 
tion for Railway Progress, (1952), 536; under Acts of 1934, 1935 and 1937, 
and Amendments of 1946, 62, 64, 69, 70, 85-86, 110, 163-164; under Crosser 
bill of 1945, 96. See also Contributory basis (railroad retirement) ; Finane- 
ing (railroad retirement); Revenues, method of increasing; Tax schedule 
(railroad retirement ). 

» employee: changes in, since 1940, compared with selected other retire- 

ment systems, 192; comparison with social security, 680; comparison with 

selected other retirement systems, 246; for employee representatives, under 

Acts of 1984, 1935 and 1937, and Amendments of 1946, 86, 163-164. See also 

Payroll tax rates (railroad retirement), 
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, employer: comparison with selected other retirement systems, 245-24. 
compar ison with social security, 680; for railway labor organizations, under 
Amendments of 1946, 164. See also Payroll tax rates (railroad retirement), 

———,, proposed increase in: a major issue at Senate hearings in 1951, 127: 
ace “eptable to Grand Association of Veteran Railway Employees if essentig| 
to increase benefits (1952), 539; as possible means of increasing railroad 
retirement revenues, 613; favored by local of International Longshore. 
men’s Association (1952), 534; favored by Railroad Employees’ National 
Pension Association (1952), 589; favored by Railroad Yardmasters of North 
America (1952), 535; general agreement against, at House hearings in 1951, 
130 ; opposed by Association of American Railroads (1952), 535-536, 589-590: 
opposed by C. D. Gazzo unless essential to increase benefits (1952), 539: 
opposed by Railroad Retirement Board (1952), 536; opposed by Railway 
Labor Executives’ Association (1952), 533, 577; opposed, for employees, 
by R. Reagh (1952), 538; position on, of Federation for Railway Progress, 
as method for inc reasing revenues, 536, 558-559; positions on, of employee 
organizations, 547, 553; ————, of employer organizations, 555; ——., of 
interested government agencies, 560, 565; ————, of non-affiliated pension 
organizations, 567, 574-575; possibility of, mentioned by Bureau of the 
Budget (1952), 5387-538; various proposals for, discussed and evaluated, 
523-534 

Payroll taxes (railroad retirement): issue whether relation of, to benefits re- 
ceived, is a favorable under social security than under railroad retire. 
ment, 692-698, 750-751; relation of, to benefits received, 318; penalty for 
delinquency “4 aman of, under Acts of 1935 and 1937, 164; transfer- 
ability of, to social security, under Murray-Crosser bills of 1951, compared 
with 1951 Amendments, 125; transferred to social security account at social 
security rates, under financial interchange provisions of 1951 Amendments, 
330, 334. 

, total collected: effect of salary scales (level and trends) on, 403; effect 
of work clauses on, 439; from employees (1951), compared with selected 
other retirement systems, 250-251; in fiscal years 1937-52, 292-298; in 
fiscal years 1943-52, and ratio of administrative costs to, compared with 
social security, 444; in 1951, compared with selected other retirement sys- 
tems, 250; projections, for years 1952-2015, 296-297. 

Payroll taxes (social security), 415. 

Payroll taxes (unemployment insurance, railroad), reduced under 1948 rail- 
road unemployment insurance amendments, in accordance with compromise 
of 1948 on railroad unemployment insurance taxes and railroad retirement 
benefits, 116-117. 

Pennsylvania Corporation. See U. 8. Steel and Carnegie pension fund. 

Pennsylvania Railroad Company pension plan, 25, 26, 383. 

Pension boards, administrative costs of, compared with railroad retirement and 
other public and private plans, 446. 

Pension organizations, non-affiliated (or independent). See Non-affiliated pen- 
sion groups. 

Pension systems. See Retirement systems. 

Pensions (railroad retirement): as a condition for being “completely insured”, 
for survivors’ benefits, under Amendments of 1946 and 1951, 105, 156, 158, 
472: definition of, 76n., 469-470; need for maintaining proper relationship 
between retirement annuities and, in liberalizing railroad retirement benefits 
and eligibility requirements, 520; proposals on, in hearings on 1951 amen¢- 
ments, 9-10; provisions for transfer of, from railroad companies to railroad 
retirement system, in memorandum of agreement (1937), 71-74; reports 
laying ground for transfer of, from railroad companies to railroad retire- 
ment system required under Acts of 1934 and 1935, 61-62, 69, 82, 148, 108; 
transferred from railroad companies to railroad retirement system under 
Railroad Retirement Act of 1937, 79, 82, 148; under Wagner-Crosser bills 
of 1937, 76. 

, amounts of: comparison of, before and after 1951 amendments (Novem- 








ber 1951), 134-135; general agreement on need for increase, at House hear- 
ings, in 1951, 1830; increase in, proposed in operating unions’ bill to amend 
railroad retirement legislation in 1951, 126; increased, by 1948 and 1951 
Amendments, 117, 134: monthly and average monthly, at end of December 
1951, 501; positions of employee organizations on proposals to increase, 549; 
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positions of employer organizations on proposals to increase, 556; positions 
of non-affiliated pension organizations on proposals to increase, 570; pro- 
posal for flat rate increase in, up to a maximum, under bills introduced in 
82d Congress, 546; total, annual, aggregate monthly, and monthly (including 
highest, lowest and average). through June 1952, in 1951-52, and in June 
1952, 465-466; total annual, as percentage of aggregate amount of railroad 
retirement benefits, 1986-1937 to 1951-52, 496: under Act of 1937 and Amend- 
ments of 1948 and 1951, 79, 106, 152-154, 480-481. 

__——, awards, number of, through June 1952 and in 1951-52, by amounts paid, 
465-466. ; 

—, costs of: estimated, various times (1987-52), 309-317; taken into ac- 
count by Railroad Retirement Board in selecting prior service credit as- 
sumption in fifth valuation, 400. 

—_——, dual benefits restriction: applied to pensioners receiving social security 
benefits, by Amendments of 1951, 153. 

—_—, duration of payments for: under Act of 19387 and Amendments of 1951, 
150-151. 

_—_— ., eligibility requirements for : 467-470. 

—__—., liberalization of: estimated costs of proposals for, 525; positions of 
interested government agencies on proposals for, 562. 

—__——, maximum: under Act of 1937, 79, 82, 4 0. 

—, minimum : under Amendments of 1946, 106. 

—_—,, recipients of: mortality rates of disabled, used by Railroad Retirement 
Board as basis for mortality assumptions (disabled employees) in first 
valuation, 345: no special mortality studies conducted for, in recent years, 
300-301; number and percent of, in December 1951, by cause of retirement 
and by monthly amounts, 501; number of, in June 1952, by amounts of 
pensions received, 465-466. 

——_—, work clause, for spouses’ annuitants, under Amendments of 1951, 151. 

Pensions, old age. Sce Old age assistance. 

————, superannuation. See Age annuities. 

Pepper, Hon. Claude, 116. 

Perdisatt, J. P., 581. 

Perkins, Frances (secretary of Labor), articulation of railroad retirement and 
social security favored by, at hearings on railroad retirement bills of 1935, 
626-627. 

Personnel, of Railroad Retirement Board, numbers, classification and grades, 
salaries, etc., in Chicago and regional offices (1952), 457-461. 

Phillips Petroleum Company pension plan; description of, showing coordination 
with social security (1952), 758-759; retirement annuities payable under, 
by selected wage levels and years of service, 764-765. 

Pooling of contributions. See Industry-wide railroad retirement system. 

Population, effect of projected, on payroll estimates of Railroad Retirement 
Board (1950), 408, 410-411. 

Population structure. See Employees, covered. 

Port authorities, State and local, Crosser bill of 1945 opposed by, 97. 

Preferential treatment (of railroad employees in separate railroad retirement 
system), discussion of, hearings on Crosser bill of 1945, 97, 99-100. 

Premiums. See Contributions. 

“Presumption of recovery” provision. See Disability annuities (railroad retire- 
ment), eligibility requirements; Disability annuities (railroad retirement), 
work clause. , 

Priest, Hon. Percy, 131. 

Primary benefit. See Social security (old-age and survivors’ insurance), benefit 
formula. 

Prior service (railroad retirement) : annuities based on, subject to dual benefits 
restriction of 1951, 471; crediting of, factor affecting cost of benefits to 
beneficiaries, 318-319; financing of benefits based on, compared with selected 
other retirement systems, 247; indirect taxation of, held to be justifi-ation 
for allowing dual benefits based on, 665; method of crediting, as factor 
affecting amounts of annuity payable per years of service, 516; ———, as 
factor creating inequities in cases of dual coverage, 701, 704-705, 707-709; 
proposals to credit, for furlonghed employees, evaluated by employee organi- 
zations, employer organizations, interested government agencies and M. 
Latimer, 551, 557, 563, 587-588; provision for compilation of records on, 
under Amendment of 1940, extended in 1944, 89-90, 166. See also Prior 
service creditable (railroad retirement): Military service credit; Service 
patterns; Years of service (railroad retirement). 
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———, alternative methods of crediting, as means of liberalizing benefits: esti- 
mated costs of, 525-526, 528; nonaffiliated pension groups in favor of; 
hearings on 1937 bills, 77; position on, of employee organizations (1952), 
550; ————, of employer organizations (1952), 557; , of interested 
government agencies (1952), 562-563; , of non-affiliated pension 
organizations (1952), 571, 572; , of Railway Labor Executives’ Asso- 
ciation (1952), 583, 577-578: proposals for, under bills introduced in 824 
Congress, 527, 546. 

Prior service creditable ; under various public and private pension plans (1952), 
758, 760, 762-763. 

—— (railroad retirement): actual amounts of, in railroad retirement ex. 
perience, 399-400; amounts of, assumed by Railroad Retirement Board in 
actuarial valuation, evaluated, 399-402; arguments concerning, in Railroad 
Retirement Board v. Alton Railroad Company, 63-64; comparison with 
social security and selected other retirement systems, 219, 669, 680; defini- 
tion of, 469; effect of thirty-year limitation on, on cost significance of im- 
mediate age retirement assumptions, 367; for redcaps, under Crosser bill 
of 1945, 95; on basis of military service. (See Military service credit) ; pro- 
vision in memorandum of agreement (1937), 73; Railway Labor Executives’ 
Association recommendations on (1942), 91; removal of limits on, as 
method of liberalizing benefit formulas, 524; under Acts of 1934, 1935, and 
1937, and Amendments of 1940 and 1946, 69, 78, 81, 83, 109-110, 145-147, 4x2; 
under Crosser bill of 1945, 94-95; under Wagner-Crosser bill of 1937, 
75, 76-77. 

Private company pension plans: comparison with railroad retirement and se 
lected other retirement systems, 174-274; experience of, with integration, 
689-691 ; financing of, compared with financing of railroad retirement system, 
303-304; various methods of coordination used by selected (1952), 756-75. 
See also American Telephone and Telegraph Company pension plan; Com- 
pany pension plans; General Electric Company pension plan; General 
Motors Corporation pension plan; U. S. Steel Corporation pension plan 

Private securities. See Securities, industrial. 

Productivity estimates, effect of, on payroll estimates of Railroad Retirement 
Board (1950), 409-410. 

Professional employees. See Coverage (railroad retirement), employee. 

Proof of continuance of disability, required as condition for receiving total 
disability annuities under Railroad Retirement Act of 1937 and Amendments 
of 1946, 494-495, 509-513. See also Total disability annuities (railroad 
retirement), eligibility requirements. 

Public assistance, as alternative to adequate retirement benefits, 520. See also 
Old age assistance. 

Public Health Service retirement system: benefit formulas for age, disability 
and retirement benefits, 180, 224-226, 228; compensation to which benefits 
related, 218; date established, 194; eligibility requirements, for lump-sum 
death benefits, 214; , for separation or withdrawal benefits, 217; 
——_—-, for various types of age retirement benefits, 206-207; , for 
various types of disability benefits, 208, 210. See also Uniformed services 
retirement system. 

Public Laws: P. L. 485 73d Congress (1934). See Railroad Retirement Act of 
1934; P. L. 162, 75th Congress (1987). See Railroad Retirement Act of 
1937; P. L. 174, 75th Congress (1937). See Carriers’ Taxing Act of 1937; 
P. L. 572, 79th Congress (1946). See Amendments of 1946; P. L. 744, 80th 
Congress (1948). See Amendments of 1948; P. L. 234, 82d Congress (1951), 
See Amendments of 1951; P. L. 590, 82d Congress (1952), Section 6. Sve 
Amendments of 1952. 

Pullman Company: average number of employees (1920-36), 28; employees in 
Mexico, dealt with, in Amendments of 1940. 

pension plan (1932), 26. 
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Quarters of coverage (under railroad retirement system) : as condition for being 
completely insured, 105, 155-156, 158-159, 472-474; computation of, under 
Amendments of 1946, 105, 156; coordination of railroad retirement with 
social security in crediting, under Amendments of 1946 and 1951, 105, 156, 
158-159; definition of, 473-474. See also Survivors’ annuities (railroad re- 
tirement), eligibility requirements. 
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INDEX XLVII 


Questionnaire (Joint Committee on Railroad Retirement Legislation), on inte- 


eration of railroad retirement and social security : 685-770; copy of, 715-721; 
reply to, of Railway Labor Executives Association, 742-746; statements and 
letters in reply to, 746-755; summary of replies to, 686-689; tabulation of 
replies to, of Bureau of the Budget, Federal Security Agency, and Railroad 
Retirement Board, 722-741. 

—, on proposals for changing railroad retirement act: 530-614; copy of, 
540-545; statements and letters relating to, 576-614; summary of replies 
to, 530-539; tabulation of replies to, 547-575. 

, on retirement, disability and survivor benefit plans: 174-290; exhibits, in 
reply to, 274-290; subjects on which questions asked, 174-175; summary of 
replies to, of eight public and private systems, 175-192 ; tabulation of replies 
to, of eight public and private systems, 193-274. 


R 


Railroad company pension system: advantages of Federal retirement system 


over, 62-63; amount of payments, selected railroads, 1900-27; average 
annual per capita pension, selected railroads, 1900-27, 27; average number of 
pensioners, selected railroads, 1900-27, 27; comparison of Acts of 1935 and 
1937 (railroad retirement), 82; comparison with early union pension plans, 
32; defects causing unions to establish own plans, 29-30; development 
during 19th and 20th centuries, 23-26; factors leading to development of, 
22-24; financing provisions, 27; first formal system established in America, 
1874, 24; formal, informal and indefinite plans in effect, May 1932, 26; growth 
of, 23-29; inadequacy of, 67; insecure status in 1932, 28-29; limitations on 
eligibility for benefits, 25n; memorandum of agreement, 1937, 71-74; needed 
to supplement railroad retirement, hearings on Crosser bill, 1945, 100; pro- 
vision for disability under, 503; rise and decline of, 26-29; status in 1889, 
1905, 1908, and 1927, 25, 30; summary of provisions under Railroad Retire- 
ment Act of 1934, 62; transfer of obligations to railroad retirement, reports 
required regarding, 168; , under Acts of 1934 and 1937, 69, 76, 79, 148; 
use of “pension” to describe payments under, 76n. See also Class I railroad 
company pension plans. 





Railroad Employees’ National Pension Association, policy statements of: criti- 


cizing railroad company pension plans (January 1983), 58; in opposition to 
integration, 620, 688; on proper role of federal government in retirement 
systems, 575; on proposals for computing average monthly compensation 
and crediting prior service on more favorable bases, 571; on proposals to 
change eligibility requirements for variqus annuities and benefits, 571-573; 
on proposals to change social security minimum guaranty, 569; on proposals 
to change work clauses, 567-569 ; on proposals to increase benefits, 569-570; 
on proposals to increase payroll taxes and taxable compensation, 567; on 
quality of present administration of railroad retirement, 575; on various 
methods for liberalizing benefits and increasing revenues, 574-575; pro- 
posing non-contributory pension plan (1931), 58; raising question of coordi- 
nation, at hearings on 1935 railroad retirement bills, 627; replying to Joint 
Committee questionnaire on proposals for change in railroad retirement, 
531-532. 538-539; supporting 1935 railroad retirement bills, 65. 

road industry: age distribution of employees as percentage of total for 
six occupational groups and for all employees, 1925, 1930, 1934, 55-56; 
agreement with unions on railroad retirement legislation (1937), 70-74; 
agreements with Railroad Retirement Board to compile prior service records, 
1940-45, 90; approval of separate railroad retirement system implicit in 
approval of memorandum of agreement (1937), 628; arguments for prefer- 
ential retirement system for (1945), 99-100; average number of employees, 
1920-36, 28; campaign for repeal of Amendments of 1946, 111; challenges 
constitutionality of Railroad Retirement Act of 1934, reasons, 63; 
of Acts of 1935, 70; compromise of 1948, benefits and taxes (unemployment 
insurance), 116-117; desirability of obtaining consent of, to any plan for 
integration of railroad retirement and social security, 714; development of 
proposals for Federal railroad retirement legislation, 57; economic status of, 
as argument against increased taxes or tax base, by Association of American 
Railroads, 535-536; 589-590 ; , as factor affecting financial status of 
railroad retirement, 611; dependence of railroad retirement system on, 
608 ; effect of, on rate of retirement, 1948-51, 119-120; , in early 

















1930's, 51-54; effect of railroad-retirement payroll taxes on, 462-463; high 
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proportion of older workers in, ae for, 55, 66; number of employees 
furloughed, 1925-33 (7 railroads), ; objections to railroad retirement 
legislation at 1933 hearings, 58-59 ; adios to increase in payroll tax rate 
and tax base, grounds for, 424; opposition to inerease in taxable compen. 
sation (1951), 128; position on relationship of survivors’ and retirement 
annuities in liberalizing benefits and eligibility requirements, 520-521; pro- 
tests Railroad Retirement Board ruling on captive coal mines, 87; railroad 
mileage authorized for abandonment, 1921-33, 53; reduction of employment 
and wages, 1925-33, 53-54; retirement bills of 1987 supported by, 75; roads 
included in survey by Federal Coordinator of Transportation, 1924-33, 54n; 
standards of disability for occupational disability annuities, 492; special} 
conditions in, as reason for establishment of separate retirement system, 
625-626; summary of Reconstruction Finance Corporation loans to, 1932-3 
53; survey of employment histories, to provide basic data for railroad re tine. 
ment proposal, 60. 


Railroad Pension Conference, policy statements, etce.: favoring investigation 


of integration, 688-689; on proper role of federal government in retirement 
systems, 575; on proposals for integration, 621; on proposals for computing 
average monthly compensation and crediting prior service on more liberal 
bases, 571; on proposals to change eligibility requirements for various an- 
nuities and benefits, 571-573 ; on proposals to change social security minimum 
guaranty, 569; on proposals to change work clause, 567-569; on proposals 
to increase benefits, 569-570; on proposals to increase pay roll taxes and 
taxable compensation, 567; on quality of administration of railroad re- 
tirement, 575; on various methods for liberalizing benefits and increasing 
revenues, 574-575; replying to Joint ae questionnaire on proposals 
for change in railroad retirement, 531, 538; testifying at 1952 Joint Com- 
mittee hearings, 141. See also Tkatatiated pension groups. 


Railroad Pension Forum, testimony of representatives, at 1952 Joint Committee 


hearings, 141. See also Nonaffiliated pension groups. 


Railroad Retirement Account: lacking, under Act of 1935, 69-70, 82-83; net 


benefit credits to, and net effect of financial interchange in favor of, 333- 
334; net gain to, under 1946 coordination provision, 634; summary of op- 
erations, fiscal years 1938-52, 292-293; status of, as consideration to be 
taken into account in liberalizing railroad retirement benefits or eligibility 
requirements, 514; total amount in, amount invested, and interest yield 
(1951-52), 428; under Act of 1984, 62, 165; under act of 1937 and Amend- 
ments of 1940, 1942, 1946 and 1951, 79-80, 82-83, 165-167; work clauses pro- 
posed as means for savings in, 434. See also Financial interchange. 


Railroad Retirement Act of 1934; 12, 22, 61; brief summary of, 61; comparison 


with Act of 1935; 69-70; directive to Railroad Retirement Board to make 
study for recommendations, 167; integration with social security no issue 
in hearings prior to passage of, 625-626. 

, provisions on: compensation, creditable and average monthly, 146; com- 
putation of retirement benefits, 151; court jurisdiction, 169; coverage, em- 
ploy ee, 143; ———,, employer, 142; disability annuities, 508; eligibility for 

various types of retirement benefits, 148; Railroad Retirement Board (or- 
ganization and powers), 171-172; Railroad Retirement Account, appropria- 
tions and financial reports, 165; retirement benefits, duration of payments, 
150; survivors’ benefit formula, 160; survivors’ benefits (types and eligibility 
conditions), 154; taxes, 163-164; years of service creditable, 145. 


Railroad Retirement Act of 1985: 12, 68, 68n; comparison with Act of 1934, 


69-70 ; — Act of 1287, 80-85; directive to Railroad Retirement Board to 
make study for recommendations, 167-168; integration and coordination 
with social security considered in hearings prior to passage of, 626-28; 
memorandum of agreement (1937), 70-74; proposed changes in, in 1937 bills. 
75-77; proposed omnibus bill, Railway Labor Executives Association (1942) 

, provisions on: compensation, creditable and average monthly, 146; com- 
putation of retirement benefits, 151; court jurisdiction, 169-170; coverage, 
employee, 143; ——-—, employer, 142: disability annuities, 508; eligibility 
for various types of retirement benefits, 148; excludes railroad employees 
from Social Security Act, 627-628 ; Railroad Retirement Account, appropria 
tion and financial reports, 165; Railroad Retirement Board (organization 
and powers), 172; retirement benefits, duration of payments, 150; summary 
of provisions, 68-69; survivors’ benefits formula, 160; survivors’ benefits. 
duration of payments, 159; —, types an eligibility conditions, 154; 








taxes, 164; years of service creditable, 145. 
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Railroad Retirement Act of 1937: 2, 77; comment of M. Latimer on possibility 


of financial interchange with social security, 581; comparison with Act of 
1935, 80-85 ; cost estimates made prior to passage of, 309-310; cost estimates 
(total appropriations and disbursements) under proposed act, projected 
for 1937-75, 77; integration and coordination with social security given 
limited attention in hearings on, 628-631; need for simplification, developed, 
12-13; review of and proposed revision by Railway Labor Executive Asso- 
ciation, 1989-42, 90-91; studies in process by Railroad Retirement Board in 
1942, 91. 


Railroad Retirement Act of 1937, as amended: costs of administration com- 


pared with other public and private plans, possible savings, 442-446; no 
provision for vocational rehabilitation for disabled annuitants, 496; pro- 
jected costs under, for 1952-2015, 296-297; proposed amendment rejected 
(omnibus bill, 1942), 12-13; replies to Joint Committee questionnaire on 
proposals to change. 530-539. See also Amendments. 

—, provisions on: Actuarial Advisory Committee (establishment), 305; 
compensation, creditable and average monthly, 146-147; computation of 
retirement benefits, 152; coordination with social security, 647; court juris- 
diction, 170; coverage, employee, 143; ,» employer, 142-143; dis- 
ability annuities, liberalization of service requirements for, 490; , 
standards and eligibility requirements, 508-510; early recognition of prob- 
lem of coordination with social security, 630-631; eligibility for various 
types of retirement benefits, 148; investment and interest, 294; investment 
of reserve, 428; Railroad Retirement Account, appropriations and financial 
reports, 166;, Railroad Retirement Board (organization and powers), 172- 
173; retirement benefits, duration of payments, 150; social security mini- 
mum guaranty (never became effective in fact), 655-656; summary of pro- 
visions, 77-80, 86, 87; survivors’ benefit formula, 160; survivors’ benefits, 
duration of payments, 159; , types and eligibility conditions, 154; 
taxes, 164; years of service creditable, 145. 











Railroad Retirement Board, activities of: actuarial valuations, included as ap- 


pendices of various annual reports, 1940-49, 309-317; administrative organ- 
ization of, 455-462; , compared with selected retirement systems, 
188-189; administrative responsibilities increased by present interrelation- 
ship between railroad retirement and social security, 611; agreements with 
railroad industry to compile prior service records, 1940-45, 90; created 
by Railroad Retirement Act of 19384, 62; establishment, description of, 
duties and powers, 171-173; formulation and application of standards of 
disability for occupational disability annuities, 492-494; functions in ad- 
ministering railroad retirement funds, 165-167; functions in investment 
of railroad retirement funds, 294; functions in tax collection recommended 
by House Committee on Interstate and Foreign Commerce (May 1946), 
102; injunction against (1936), 70; judicial review of decisions and ac- 
tions of, 169-171; new duties under Railroad Retirement Act of 1937, 84- 
85; report on rate of retirement during 1948, 119; required to report on 
cost effects of 1946 survivors’ annuities provisions, 647-648; ruling on cap- 
tive coal mines (leading to Amendments of 1940), 87-88; special investiga- 
tions and reports required of, under Acts of 1934 and 1935, 167-168; special 
report on payroll estimates (5th valuation), 407-412; statements on turn- 
over among railroad employees, 607-608, 636; studies in process in 1942, 
91; studies relating to dual coverage (1952), 638-646; suggested role in 
conference with carriers and unions on retirement legislation (1936), 71. 





Railroad Retirement Board, financing assumptions of: actuarial assumptions 


and methodology used by, 335-422; on employees’ census, described and eval- 
uated, 392-394; on family composition, described and evaluated, 395-398 ; on 
financial interchange, described and evaluated, 416-421; on future payrolls, 
described and evaluated, 405-412; on immediate age retirement adopted by, 
described and evaluated, 367-371; on immediate disability retirement, de- 
scribed and evaluated, 374-379; on interest accrual, described and evaluated, 
413-414; on mortality (active employees), described and evaluated, 339-341 ; 
(disabled employees), described and evaluated, 345-356 ; ——-——— (serv- 





ice retired employees), described and evaluated, 356-360; ———— (with- 
drawn employees), described and evaluated, 343-344; on new entrants, de- 
scribed and evaluated, 401-402; on prior service credit, described and eval- 
uated, 399-400: on recovery rate (disabled employees), described and 
evaluated, 364-365; on salary scale (levels and trends), described and 
evaluated, 403-404; on service patterns, described and evaluated, 390-391 ; 
on withdrawal rates, described and evaluated, 382-387. 





| 








INDEX 


, financing policies of: actuarial cost estimates for various amendment 
proposals (1951), 133; advocates increase in age annuities (1947), 115. 
arguments in favor of increasing tax base, 426; cost estimates on issue jn 
hearings on Crosser Bill of 1945, 101; costs of administration, compared with 
other public and private plans, 442-446; desire to share in possible subsidy 
of social security, 694; disagreement between Board’s actuary and sovcia! 
security actuary, on cost effect of financial interchange, 332; —— On extent 
of railroad employment under social security, 415-416; estimates of addi- 
tional revenues resulting from increase in tax rate, 424; estimates on finan- 
cial effect of ten-vear provision and financial interchange (1951), 129; esti- 
mates of future taxable payroll (1947), 115; expects ten-year provision and 
financial interchange to result in gain for railroad retirement, 660; favorable 
report on financial soundness of 8S. 1347 in Senate hearings in 1951, 127; joint 
report of, on financial adjustment under Amendments of 1946 (1950), 634; 
meetings between representatives of, and Actuarial Advisory Committee, 
on 5th valuation, 516; opposition to change in financial interchange provi- 
sions, 662; opposition to proposals to increase payroll taxes, 560; position 
on proposals to increase taxable compensation, 560; recommendation on tax 
schedule (1943), 96; responsibilities in financial interchange, 125; sees possi- 
bility of increased benefits with existing taxes (1947), 114-115. 





Railroad Retirement Board, general policy of: considering question of having a 





vocational rehabilitation program for disabled annuitants (1952), 496; argu- 
ments favoring Crosser bill of 1945, 98; correspondence with Bureau of 
the Budget on effect of ten-year provision on need for military service 
credit appropriations, 655, 681-684; decision on questions concerning appli- 
cation of disability standards (1947), 494; discussion of need for and siznifi- 
eance of coordination of survivors’ benefits with social security, 633-034; 
favors Murray-Crosser bill of 1951, 126; favors retention of social security 
minimum guaranty, 561; opinion on effect of Social Security Act Amendments 
of 1940 on 1937 social security minimum guaranty, 6%; opinion on proper 
role of Federal Government in railroad retirement system, 566; opposition 
to change in dual benefits restriction, 667 ; position on proposals, for different 
methods of computing average monthly compensation and crediting prior 
service, 562-563; , to change eligibility requirements for various an- 
nuities and benefits, 563-564; , to change work clauses, 560-561; 
, to liberalize benefits, 562; program of Railway Labor Executives 
Association supported (1951), 9; proposal on designation of beneficiaries 
(death benefit) (1942), 89; recommendation against changes in ten-year pro- 
vision, 654; right of certain disability claimants to appeal to, 493-494; state- 
ments before Joint Committee on Railroad Retirement Legislation (1952), 
2-8, 139-140, 590-599; suggestion for change from presumption of recovery 
provision to straight work clause, 491; summary of replies to questionnaire 
on proposals to change railroad retirement act, 536-537; supports argument 
that social security minimum guaranty provides sufficient benefit guaranty 
to railroad employees, 728; supports Crosser bill of 1945, 96; supports 
Murray-Crosser bills of 1951, 125; supports S. 2487 at hearings, May 18, 
116. 

. opposition to integration with social security: 5-6, 616, 621, 634, 686-488, 
722-737, 766; belief that integration would decrease efficiency and simplicity 
of administration, 711; comments on alternate procedures for partial and 
complete integration, 738-741; comments on possible problem arising in 
integration because of differences between social security and railroad re- 
tirement, 722; comments on tradition of independence and separate treat- 
ment of railroad retirement, as argument opposed to integration, 723-725: 
denies integration necessary to permit railroad retirement to share in Fed- 
eral subsidy for social security, 787; disagrees that inequities and duplica- 
tion arising under present coordination provide justification for integration, 
731-732; disagrees that integration would result in savings for railroad 
retirement, 734-737 ; in simpler and more efficient administration, 
732-733; present coordinated system agreed better to administer than an 
integrated system, 725; present coordination meets almost all problems aris- 
ing from dual coverage, 726; statements on problems of coordination, 631- 
632 ; statement that dual benefits can be eliminated without integration, 694- 
695; supports argument that no further coordination needed, 726-729. 














Railroad Retirement Board v. Alton Railroad Co. (295 U. 8. 330) declaring 


Railroad Retirement Act of 1934 unconstitutional), 63-64. 


Railroad Retirement Legislation, Joint Committee on. See Joint Committee on 


Railroad Retirement Legislation, 
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Railroad Retirement Tax Act. See Carriers Taxing Act of 1937. 

Railroad Unemployment Insurance Act. See Unemployment insurance (rail- 
road). 

Railway Employees Department, American Federation of Labor. See Railway 
Labor Executives’ Association. 

Railway Employees Select Mortality Table. See Mortality assumptions. 

Railway Express Agency: character of pension plan, 1932, 26; employees in 
Mexico, Amendments of 1940, 87. 

Railway Labor Act: railroad retirement provisions on ‘contracting out” based 
on, 94. 

Railway Labor Executives’ Association: criticism of railroad company pension 
plans in hearings (1933), 58; first railroad retirement act (1934) enacted 
at request of, 22; memorandum of agreement (1937), 70-74; organizations 
represented in its reply to Joint Committee questionnaire on proposals for 
changing railroad retirement, 5380-531; retirement agreement embodied in 
1937 bills, 74; review of railroad retirement legislation (1939-42), 90-91; 
sponsors 1935 bills, 65; summary of reply to Joint Committee questionnaire 
on proposals for changing railroad retirement (1952), 533-534. 

- -, general policy: 532, 576-578, 742-746; at Joint Committee hearings, 
1952, 140; during hearings on 1951 amendments, 9; in 1942 recommendations 
for amendments, 91; on change of eligibility requirements for various annu- 
ities and benefits, 550-552, 578; on change of social security minimum guar- 
anty, 549, 577; on change of work clauses, 548-549 ; 577; on “‘contracting out,” 
hearings on Crosser bill, 1945, 94; on increase in benefits, including minimum 
and maximum, 549-550, 577; on increase in taxable compensation, 547, 577; 
on more liberal computation of average monthly compensation, and on 
methods of crediting prior service, 550, 577-578; on proper role of Federal 
Government in retirement systems and on quality of railroad retirement 
administration, 554, 578; opposing integration with social security, 5—6, 
130, 616, 620, 634, 667; opposing increase in payroll taxes (1952), 547, 577. 

———., position on financing of railroad retirement: actuary defends estimates 
at hearings on Crosser bill (1945), 101; challenges railroad industry on cost 
of increase in taxable compensation, 1951 Senate hearings, 128; compromise 
of 1948 (railroad retirement benefits and railroad unemployment insurance 
taxes), 116-117; expresses confidence in financial soundness of S. 1347 
(1951), 127; favors increasing tax base, 426; opposition to change in financial 
interchange provision, 662; proposal for financial interchange submitted by, 
659; questions operating unions’ conclusions on effect of increase in taxable 
compensation, 1951 Senate hearings, 128; sees early understanding of need 
for financial interchange, 1951, 658-659; sees possibility of increased benefits 
with existing taxes (1947), 114-115; supports S. 2437 as financially sound, 
1948 Senate hearings, 116. 

——., support of: amendment on employees in foreign countries (1940), 87; 
bill to increase age annuities, and restore residual lump-sum death benefit 
(1948), 116; Crosser bill of 1945, 96, 99: Crosser amendments (1946-47), 
111; favorable treatment for low earnings, 320-321; increase in maximum 
taxable compensation (1951), 127-128; increase solely in age annuities 
(1947), 115: Murray-Crosser bills of 1951, 125, 126; 1937 retirement bills, 
75; protection for retired employees’ families, 11; Railroad Retirement Act 
of 1934, 61; spouses’ annuities (1951), 129; ten-year provision, 130, 654; 
Wolverton-Ives-Taft bill (compromise of 1948), 117. 

Railway labor organizations. See Unions, railroad. 

Railway union pension plans. See Union pension plans, 

Railway Yardmasters of North America, Inc., policy statements of: favors 
increased payrolls taxes, opposes increased taxable compensation, 547; on 
proper role of Federal Government in retirement systems, 554; on proposal 
to compute average monthly compensation and to credit prior service on 
more liberal bases, 550; ———— to change eligibility requirements for various 
annuities and benefits, 550-552 ; to change social security minimum 
guaranty, 549; ———— to change work clause, 548-49: ———— to increase 
benefits, including minimum and maximum, 549-550; on quality of admin- 
istration of railroad retirement, 554; preferences among various methods 
for liberalizing benefits and increasing revenues, 552-553; recent proposals 
to increase payroll tax rates, 424; reply by, to Joint Committee question- 
naire on proposals to change railroad retirement, 531, 532, 535. See also 
Railway Labor Executives’ Association. 

Rates. See Contributions; Payroll taxes. 
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Reagh, Russell R.: as Treasury member, Actuarial Advisory Committee, 305. 
favors elimination of social security minimum guaranty, 561; integration 
favored, 624; opinion, on proper role of Federal Government in retirement 
systems, 566; — , on proposals to change railroad retirement work 
clauses, 560-561 ; ————, on proposals to increase payroll taxes and taxable 
compensation, 560; — , on proposals to liberalize benefits, 562; —_. 
on maximum “safe” tax rate, 319; —— , on proposals for different methods 
of computing average monthly compensation and crediting prior service, 
562-563 ; ————. on proposals to change eligibility requirements for various 
annuities and benefits, 563-564; preference among various methods for 
liberalizing benefits and increasing revenues, 565-566; provision of railroad 
retirement social benefits under social security favored by, 561; reply by, 
to Joint Committee question on proposals for change in railroad retirement, 
531, 533, 538; statement on methods of financing retirement systems, 300): 
statement on administrative differences under coordination, as argument for 
integration, 711. 

Real estate mortgages, Government-guaranteed: investment in, by Federal Re- 
serve banks retirement funds, since 1950, 431; selected correspondence and 
data relating to proposal to invest part of railroad retirement reserve in 
(1952), 482, 447-455. 

Recomputation, of retirement annuities, ot take account of service after retire. 
ment, 479-480. 

Reconstruction Finance Corporation: summary of loans to railroads (1932- 
35), 58. 

Record of the American Institute of Actuaries, 397. 

Recovery from disability, termination of railroad retirement benefits upon, 494- 
496. 

Recovery of erroneous payments (railroad retirement), comparison of Acts of 
1935 and 1937, 84. 

Recovery rates, disabled employees : 363-366; recommendation for change from 
5th valuation assumption, 337. 

Recovery test. See Disability annuities (railroad retirement), work clause. 

Redcaps: average monthly compensation, under Amendments of 1946, 147; 
coverage, Amendments of 1946, 110, 144; ————, Crosser bill of 1945, 95; 
———., present railroad retirement, 467; Railroad Labor Executives As- 
sociation recommendations for (omnibus bill), 1942, 91; union of, supports 
Crosser bill of 1945, 96. 

Reduction provision, for early retirement: under various public and private pen- 
sion plans (1952), 758-760, 763. 

Reduction provision (railroad retirement), for early retirement: abolished 
for women and disabled employees, under Amendments of 1946, 109, 152: 
abolition of (1946), for disability annuitants, as factor affecting amount of 
annuity payable per year of service, 516; application of, in computing retire- 
ment annuities, 476; as applied to age annuities, compared with selected other 
retirement systems, 220-230; as applied to disability annuitants, 61, 75, 78, 
81, 508-513 ; ——-—, compared with selected other retirement systems, 220- 
230; calculation of spouses’ annuities in cases where applied, 480; comparison 
with social security, 669; effect of, on cost significance of recovery rate 
assumptions, 364; effect on, of recomputation of retirement annuities, 480: 
in memorandum of agreement (1937), 72-73; total elimination of, as method 
of liberalizing benefits, 528; —, opposed by Railroad Retirement Board 
(1952), 592-593: under Acts of 1984, 1985, and 1937, and Amendments of 
1946, 61, 68, 78, 81, 151-152; under various railroad retirement bills, 1934-37, 
60-61, 75, 76: 

—_——., for previous disability annuity: under Act of 1937, and Amendments of 
1946 (eliminated), 107-108, 509-513. 

—__— -, for retirement after 65: under Act of 1935, 151. See also Age annuities 
(railroad retirement), reduction provision (for retirement after 65). 

———-, for social security and other benefits. See Dual benefits restriction of 
1951. 

Reed, J. B., 58. 

Reexamination, decreasingly required, as condition for continuing to receive 
disability benefits under Railroad Retirement Act of 1937, 495. 

Refunds: comparison of railroad retirement and social security on, for separa- 
tion 678; under railroad company pension systems, 24. See also Residual 
lump-s"m death benefits (railroad retirement). 

Regional offices (Railroad Retirement Board), 455-462. 
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INDEX LHI 


“Regular occupation”, definition of, for occupational disability, under Amend- 
ments of 1946 (railroad retirement), 108, 149, 469. 

Rehabilitation, vocational, introduction of, for disabled annuitants, considered 
by Railroad Retirement Board, 496. 

Reimbursements: to Railroad Retirement Account from Social Security Trust 
Fund, for survivors’ annuities, probably reduced if work clause eliminated, 
594. See also Financial interchange. 

Relief: number of aged receiving (1934), 21. See also Old age assistance. 

Remarriage table, necessary, for estimating costs of survivors’ benefits (railroad 
retirement), 397. 

Remuneration, See Wages; Compensation. 

average monthly: definition of, for purposes of calculating sur- 
vivors’ annuities (railroad retirement), 483; distinguished from average 
monthly wage (social security), 486; computation of, under railroad retire- 
ment compared with social security, 670; various amounts of, as factor 
affecting amount of survivors’ benefits, 484-486. See also Compensation, 
average monthly; Wages, average monthly. 

——_—, creditable, for survivors’ annuities (railroad retirement), compared with 
social security, 679. 

———-, taxable for survivors’ annuities (railroad retirement), compared with 
social security, 679. 

Reports, on effect of railroad retirement on social security liabilities, required 
under Act of 1937, 647, 657. 

——— (railroad retirement), on effect of survivor provisions (of 1946) on 
social security and railroad retirement funds, required under Amendments 
of 1946, 647-648, 657. 

Reserve: as established by Brotherhood of Railroad Trainmen in shift from 
pension scheme to legal reserve insurance plan (1933), 38-41; as established 
by Brotherhood of Locomotive Engineers, in shift from pension scheme to 
legal reserve insurance system (1933), 41-44; modified full actuarial, detined, 
297; under actuarial reserve method financing compared with pay-as-you-go 
method, 299-302; under Brotherhood of Locomotive Firemen and Engine- 
men legal reserve insurance system, 44; under Order of Railway Conductors 
legal reserve insurance system, 45-46; under partial actuarial reserve 
method, 297, 300-302; under railway union pension plans, 37, 48; value of, 
as justification for shift by railroad unions from pension schemes to legal 
reserve insurance systems, 47. 

——— (railroad retirement): amount of, for years 1938-52, 292-293; amount 
of, in 1952, compared with selected other retirement systems, 251; amount of, 
projected for years 1952-2015, 296-297; as discussed at Joint Committee 
hearings (August 1952), 140; as taken into account in estimating costs 
(fifth valuation), 326-327; limited size of, as reason why benefits cannot 
liberalized without provision for financing (1952), 11, 591; need for, as 
means of obtaining interest payments, in financing a reserve system on 
level tax rate basis, 204; need to build up, as consideration te be taken into 
account in liberalizing benefits, 522. See also Actuarial reserve method; 
Financing; Investment (of railroad retirement reserve). 

Reserve components retirement system: benefit formulas, for retirement and 
disability benefits, 180, 225-229 ; compensation to which benefits related, 218; 
date established, 194; eligibility requirements, for lump-sum death benefits, 


214; ———,, for separation or withdrawl benefits, 217; ————, for various 
types of age retirement benefits, 207; ————, for various types of disability 


benefits, 208-209, 210. See also Uniformed services retirement system. 

Residual lump-sum death benefits (railroad retirement) : 488-490; as protection 
for employees with under ten years’ service, 128-129, 130, 331, 468, 652-654, 
700-702 ; changes since 1949 in, 270-271; eliminated under 1946 Amendments, 
104; estimated savings resulting from elimination of, in 1946, 312; exper- 
ience with, under 1937 Act, 104: for funeral expenses, under Amendments 
of 1942 and 1948, 160, 162 ; low rate of claims for, under 1937 Act, 339-340; no 
benefits similar to, provided under social security, 598-599, 612; provisions in 
19537 memorandum cf agreement, 73; restoration of, proposed in 1947 and 
1948, 115, 116; restored under 1948 Amendments, 118; social security survivor 
annuities, 488-490; under Acts of 1934 and 1937, and Amendments of 1946, 
1948 and 1951, 62, 79, 104, 150, 151, 154, 155-157; under Wagner-Crosser bills 
of 1937, 76. See also Death benefits (railroad retirement). 








LIV INDEX 





, amounts of: average, in 1951, 506-507; provision for reducing, for any 
other death benefit payable on military service, introduced in 1942 and elim. 
inated in 1946, 160, 162; total, through June 1952 and in 1951-52, 465. 

, awards: number and percent of, in 1951, by relationship of beneficiary 

and by amount, 506-507; number of, through June 1952 and in 1951-52, 465. 

, computation of, under Acts of 1984 and 1937, and Amendments of 1942 

and 1948, 79, 160, 162. 

, cost of : estimated, allowing for effect of financial interchange, as of 15), 

295 ; —, in fifth valuation, 326-327; , in various years, to 1952, 

312-314, 612; effect of mortality assumption on, 339; no effect of family 

compositions assumptions on, 395; to short-term employees, as factor to be 

considered in estimating financial effects of ten-year provision, 394. 

, designation of beneficiaries for, under Acts of 1934, 1985 and 1987 and 

Amendments of 1942 and 1948, 82, 84, 89, 154-157, 489. 

-, eligibility requirements: under Acts of 1934, 1935, 1937, and Amendments 
of 1942 and 1948, 154-157, 678; under railroad retirement compared with 
social security, 678. 

Retirement age: normal and early, provisions under various public and private 
pension plans (1952), 758-763; under Baltimore and Ohio Railroad Com- 
pany pension plan, 25; under Class I Railroads, Pullman Company and 
Railway Express Agency pension plans (1932), 26; under Grand Trunk 
Railway Company pension plan, 24; under Pennsylvania Railroad Company 
pension plan (1900), 25; under railroad union pension plans (1982), 34-36; 
under typical railroad company pension plan (1932), 26. See also Compul- 
sory retirement age; Immediate age retirement rates, 

Retirement age (railroad retirement) : average, assumed in computing costs of 
railroad retirement, various estimates (1937-52), 309-317; average, by 
type of benefit, compared with selected other retirement systems, 238-239; 

, compared with selected other retirement systems, 184-185; dis- 

cussed at hearings on 1951 amendments, 11; discussed at Joint Committee 

hearings in 1952, 139; earlier, favored by locals of International Long- 
shoremen’s Association (1952), 534; , favored by non-affiliated pen- 
sion groups (1952), 538; estimated costs of lowering, at same time that 
annuities increased, 523; estimated costs of proposals to liberalize, for 
various types of benefits, 525-526; for various retirement benefits, 467-468; 
high average, as reason why costs would be greatly increased by suspension 
of all work restrictions, 439 ; lowering of, as method of liberalizing eligibility 
requirements and benefits, 524, 528; , for widows’ and parents’ annui- 
ties, as means of liberalizing benefits, and estimated costs, 529; more liberal 
requirements for, favored by Railway Yardmasters of North America 

(1925), 535; probable effect of more restrictive work clause on actual, 435; 

proposals to liberalize, 11; , evaluated by employee organizations 

$25), 551-553 ; , evaluated by employer organizations (1952), 557, 55s; 

, evaluated by interested government agencies (1952), 563-564, 565; 

evaluated by M. Latimer (1952), 587-588 ; , evaluated by non-affiliated 

pension organizations (1952), 571-573, 574; , in bills introduced in 

80th Congress, 527, 546; provision, in memorandum of agreement (1937), 

72-73; reduction from 65 to 60, opposed by Railroad Retirement Board 

(August 1952), 592-593; relation of, to mortality rates (service-retired em- 

ployees), 360; retirement after thirty years’ service favored by non-affiliated 

pension groups, at 1952 hearings, 141; under Acts of 1934, 1985 and 1937, 

and Amendments of 1946 and 1951, 61-62, 68, 78, 81, 148-150; under various 

railroad retirement bills of 1934, as amended, 59-60; under Wagner-Crosser 
bills of 1937, 75. See also Immediate age retirement rates. 

, age annuities: average, compared with selected other retirement systems, 

264-265; possibility of early (or prenormal), compared with social security 

and selected other retirement systems, 177, 203-208, 599; voluntary, com- 

pared with selected other retirement systems, 203-208. See also Age annui- 
ties, recipients of ; Age annuities, retirement age. 

, disability annuities: average, compared with selected other retirement 





















































systems, 264-265; comparison with selected other retirement systems, 208- 
210; effect of, on cost significance of recovery rate assumptions, 364-365; 
taken into account by Railroad Retirement Board in selecting immediate 
disability retirement assumptions, 376-377; under Acts of 1935 and 1937 
and Amendments of 1946, 75, 78, 81, 508-513; under Crosser bill of 1945, 
93-94. See also Disability annuities (railroad retirement), recipients of; 
—-———., retirement age. 
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INDEX LV 


___—, occupational disability annuities: comparison with selected other retire- 
ment systems, 177; under Amendments of 1946 and 1951, 108, 148-149; 490. 
See also Occupational disability annuities (railroad retirement), retirement 
age. 

___—, spouses’ annuities. See Spouses’ annuities (railroad retirements) age 
retirements, 

____—-, total disability annuities : under Acts of 1935 and 1937, and amendments 
of 1946 and 1951, 107-108, 148-149. See also Total disability annuities (rail- 
road retirement), retirement age. 

-, widowers’ annuities. See Widowers’ annuities (railroad retirement), 
age requirements. 

___—, widows’ annuities. See Widows’ annuities (railroad retirement), age 
requirements. 

——_——, women: lower than in secial security, 612; reduced, under Amendments 
of 1946, 109; , under Crosser bill of 1945, 96; reduction in, opposed by 
Brotherhood of Locomotive Engineers (1945), 99; » Opposed by 
Brotherhood of Railroad Trainmen, at 1945 hearings, 98-99. 

Retirement annuities (railroad retirement) : coordination of, with social security 
benefits, 4-5; disposition of, due but unpaid at death, 481; inequities in, re- 
sulting from various types of dual coverage, 700-710; need for maintaining 
proper relationship between high-income and low-income recipients of, aged 
and disabled, in liberalizing railroad retirement benefiits and eligibility 
requirements, 521-522; need for maintaining proper relationship of, with 
pensions, ,survivors’ annuities, in liberalizing railroad retirement benefits 
and eligibility requirements, 520-521; paid in form of lump-sum if less than 
a certain monthly amount, 481-482; prior service creditable toward, com- 
pared with selected other retirement systems, 219; protection provided by, 
held to be more complete than protection under social security, 598-599; 
receipt of, under certain circumstances, as condition of being completely in- 
sured for survivors’ benefits, 472; under Acts of 1934, 1935 and 1937, and 
Amendments of 1946 and 1951, 148-150. See also Age annuities; Disability 
annuities; Joint- and survivor-annuities ; Occupational disability annuities; 
Spouses’ annuities; Total disability annuities. 

——, amounts of: 474-482; adequacy of, as factor affecting age at retirement 
and industrial safety and efficiency, 520; average, in 1941 and in 1951, com- 
pared with selected other retirement systems, 192; average and range of, 
awarded January-November 1951, by type of annuity and years of service, 
497-498; being paid (1952), compared with selected other retirement sys- 
tems, 184; changes in average, 1937-51, compared with Consumers’ Price 
Index, 514-518; comparison of, before and after Amendments of 1951, 134- 
135; consideration of low and high earnings in increase of, under 1951 
Amendments, 320; effect on, of dual benefits restriction, for selected dates 
of retirement and combination of service and compensation, 475; estimated 
cost of increase in, advocated by Railroad Retirement Board and Railway 
Labor Executives Association in 1947, 115-116; estimated cost (preliminary) 
of increase in, under 1948 Amendments, 312-313; generally greater than 
social security benefits (1946-50), 656; inadequacy of, as argument against 
dual benefiits restriction of 1951, 665; inadequancy of, by 1951, 120; in- 
crease in, favored by Railroad Retirement Board in 1947, 115-116; ————, 
favored by Railway Labor Executives Association in 1947, 115-116; —, 
proposed by House Committee on Interstate and Foreign Commerce in 
September 1951, 131; —-——, under Murray-Crosser bills of 1951, compared 
with Amendments of 1951, 125; , under operating unions’ bill to amend 
railroad retirement legislation (1951), 126; increased, under 1948 Amend- 
ments, 117-118; , upon increase in social security benefit under Social 
Security Amendment of 1952, 609; increases in, under Amendments of 1948 
and 1952, as factor affecting amounts of annuity payable per year of service, 
516; minimum, maximum and average being paid (1952), compared with 
selected other retirement systems, 234-236; monthly, for families (with and 
without eligible wives), showing effect of Amendments of 1951 (December 
1951), 184, 138; monthly, on basis of selected combinations of service and 
compensation, 474; monthly and average monthly, awarded January-June 
1952, 518-519; , in December 1951, for employees with and without 
eligible wives, showing effects of Amendments of 1951, 501-502; , in 
December 1951 and awarded January—November 1951, by type of annuity, 
498-499 ; , of minimum annuities in December 1951 and awarded 


























January—November 1951, by type of annuity, 498-500; positions on proposals 
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to increase, of employee organizations (1952), 549; ————, of employer or. 
ganizations, 556; ————, of non-affiliated pension organizations (1952). 
570; probable effects on, of more restrictive work clause, 435; publie assist. 
ance as alternative to adequate, 520; reasons for using average per year of 
service credited, to measure changes in, over years, 515; recomputation of. 
to take account of service after retirement, allowed for first time under 
Amendments of 1951, 152-153, 479-480; total annual, as percentage of aggre. 
gate amount of benefits, 1936-37 to 1951-52, 496; total, annual, aggrevate 
monthly, and monthly (including highest, lowest and average), through 
June 1952, in 1951-52 and in June 1952, 465-466. 


——-, awards: number and percentage of, at minimum, January-November 


1951, by type of annuity and monthly amounts, 498-500; ————, January. 
November 1951, by type of annuity and monthly amounts, 498-499; ———. 
January-June 1952, by type of annuity and monthly amounts, 518-519: 
number of, in 1951, compared with selected retirement systems, 183; ———. 
January- November 1951, by type of annuity and length of service, 497-498: 
_— through June 1952 and in 1951-52, by amounts paid, 465-466 

benefit formula: 474-482; application of, to recovered disability an- 
nuitants, 480; arguments concerning, in Railroad Retirement Board : 
Alton Railroad Company, 63-64; basically unchanged by Amendments of 
1946, 108; comparison with social security and selected other retirement 
systems, 178-181, 220-230, 669-670, 673: ————, by changes since 1940, 
270-271; effect of, on relation between average monthly compensation and 
average annuities payable per year of service credited, 516-917; favorable 
treatment under, for low earnings, as factor affecting cost of benefits to 
beneficiaries, 320-321; —, defended, 321; more favorable treatment of 
higher income groups, urged by Brotherhood of Loc omotive Engineers in 
1945 hearings, 99; possible methods of liberalizing, 523-524; provisions on, 
in various railroad retirement bills in 1934, 59-61; ———-—, in memorandum 
of agreement (1937), 72-74; revision of over larger tax base, favored by 
Federation for Railway Progress (1952), 536; revision of percentages and 
pay brackets under, favored by R. R. Reagh (1952), 538, 566; under Acts of 
1934, 1935 and 1937 and Amendments of 1948 and 1951, 62, 68-69, 78-79, 117- 
118, 151-154; under Wagner-Crosser bills of 1937, 75. 





——,, compensation to which annuities related, under Acts of 1934, 1985 and 


1936, and Amendments of 1940, 1942 and 1946, 146-148, 482. 

, computation of: See Retirement annuities (railroad retirement), bene- 
fit formula ; ————, maximum; —, minimum ; ————, reduction provi 
sion (early retirement). 





—_—., costs of: analysis of, in fifth valuation, 326; effect of employees’ census 


assumptions on, 392. 

, duat benefits restriction, as applied to retirement annuitants entitled also 
to ‘social security benefits. See Dual benefits restriction of 1951. 
—, eligibility requirements: 467-470; for various types of annuities, under 
Acts of 1984, 1935 and 1937, and Amendments of 1946 and 1951, 148-150: 
positions on proposals to liberalize, taken by employee organizations (1952), 
561; — , taken by employer organizations (1952), 557; ————, taken by 
interested gover nment agencies (1952), 553; ————, taken by non-affiliated 
pension organizations (1952), 571. 





———, maximum: 476; provisions for, compared with social security, 674. 


—_—— — 


, minimum: application of provisions for, 476-477, 479-480; conditions for 
receiving, under Act of 1987 and Amendments of 1946, 152; provisions for. 
compared with social security, 612, 670, 673. 

. recipients of: number and percentage of (December 1951), by type of 
annuity and monthly amounts, 498-499; ————, as families, by amount, 
showing effect of 1951 Amendments, 134, 138; — , with and without eligi- 
ble wives, by amounts, 501-502; number of, as percentage of total, affected 
by dual benefits restrictions, 664; ————, ————, having entered social se- 
curity employment by end of 1943, by annuity beginning date and type of 
annuity, 639-640; ‘ , in social security employment each year. 
1937-43, by type of annuity, 641-642: number of, receiving benefits under 
social security minimum guarantee provisions, 657; . receiving mini- 














mum annuities (December 1951), by type of annuity and monthly amounts. 
498-500; ———— (1952), eompared with selected other retirement systems, 
183-184 ; ———— (June 1952), by amounts, 465-466; proportion of, with less 
than ten years’ service (1951), 662. 

. work clause: See Work clause (railroad retirement), for retirement 
annuitants. 
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Retirement benefits: benefit formula for, under various public and private pen- 
sion plans (1952), 758-763; eligibility requirements for, under various 
public and private pension plans (1952), 758-763; illustrative amounts of, 
ie individuals covered by various pension plans, showing operation of 
various coordination provisions, 757, 764-765; under social security, not 
deductible from railroad retirement spouses’ annuities, 664; ——-—, payable 
to railroad employees without ten years’ railroad service, 438. See also 
Retirement annuities (railroad retirement). 

-_rate, age. See Immediate age retirement rate. 

___— rate, disability. See Immediate disability retirement rate. 

- systems: arguments in favor of preferential, for railroad workers, at 
hearings on Crosser bill of 1945, 99-100; comparison of railroad retirement 
with other public and private plans, 2, 7-8, 174-274; comparison of methods 
of investing reserves, under railroad retirement and other public and private 
plans, 428-431; coordination of, as problem in other countries, 617-619; 
coordination of, with social security (1952), 602-610; early development of, 
20; establishment of first federally administered contributory system for 
non-governmental employees (Railroad Retirement Act of 1934), 61; factors 
forcing government to develop, 20-21; methods of financing, 297-302; opin- 
ions on proper role of Federal Government in, of employee organizations 
(1952), 554; —-—-, , of government agencies (1952), 566; ————, of M. Lati- 
mer (1952), 580, 583 ; ————, of non-affiliated pension org ranizations (1952), 
i755; ———, of aedeoan Labor Executives’ Association (1952), 578; problems 
arising from lack of coordination among, 635-646; relations of, with railroad 
retirement as provided in memorandum of agreement (1937), 72; retirement 
age provisions of other public, as standard for railroad retirement, 528; 
study by L. Meriam of difficulties presented by multiple, with recommenda- 
tion for integration (1943), 633; various methods of coordination among, 
under selected public and private plans (1952), 756-765 

Retirement test. See Work clause. 

Reuss, Frederick G., favors integration (1947), 624. 

Revenue traffic estimates, effect of, on payroll estimates of Railroad Retirement 
Board, 408-412. 

Revenues, methods of increasing: preferences among, of employee organizations 
(1952), 5538; ———, of employer organizations (1952), 558-550; ————, of 
covernment agencies (1952), 565; , of non-affiliated pension organiza- 
tions (1952), 574-575; various proposals for, described and evaluated, 3, 
123-434. See also Financing; Payroll taxes. 

Revised American Remarriage Table, 397. 

Robbins, Rainard D., integration favored by, from 1945, 624. 








- Roberts, Justice Owen J., majority opinion, Railroad Retirement Board v. Alton 


Railroad Company, 63-64. 


’ Robertson, D. B., 44. 


Roosevelt, President Franklin D., suggests eonference on railroad retirement 
legislation (1986), 71. 
Ss 


St. John, John: integration of railroad retirement and social security favored by 
(1949), 624. 

Salary seales (railroad employees): effect of, on average annuity per year of 

service, 516-517; ——-—-, on taxable payrolls, 405; ————, on withdrawal 
rates, 387; of Railroad Retirement Board employees, 457-459, 461; railroad 
retirement experience, 403-405; See also Compensation, taxable. 
—, assumptions: changed, in 5th valuation, 326; effect of, on payroll esti- 
mates (5th valuation), 409; of Railroad Retirement Board, described and 
evaluated, 403-405; recommendation for change, and probable cost of, 337; 
summary of actuarial methodology used by Railroad Retirement Board in 
selecting, 422. 


. 


Sampling method: evaluation of, as used by Railroad Retirement Board in es- 


timating actuarial costs, 421; in analysis of retired employees’ families, 502; 
in analysis of types and amounts of railroad retirement benefits, 496, 499- 
‘00; in constructing railroad employee census assumptions, 395; in esti- 
mating data on spouses’ annuities ineluded in age annuities, 519; in esti- 
mating extent of dual coverage, 416, 420, 697-699; in selecting prior service 
credit assumptions, 399; in studies of employment status of railroad em- 
ployees, 289-290; in study of dual coverage (railroad retirement and social 
eens (1952), 644-645 ; in study of turnover of railroad employees, 637- 
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Sands, Walt D., positions: as spokesmen for National Railroad Pension Forum, 
in reply to Joint Committee questionnaire on proposals to change railroad 
retirement (1952), 532, 539; on change in social security minimum guaranty, 
569; on change of eligibility requirements for various annuities and bene. 
fits, 571-573; on change of work clauses, 567-569; on increase of benefits, 
including minimum and maximum, 569-570; on proper role of Federa] 
Government in retirement systems, 575; on proposals for computing ayer. 
age monthly compensation and crediting prior service on more favorable 
bases, 571; on quality of administration of railroad retirement, 575; on ya- 
rious methods for liberalizing benefits and increasing revenues, 574-575; 
opposing increase in payroll taxes and taxable compensation, 567. 

Saving clause: as protection for existing retirement and survivor annuitants jy 
enforcement of 1951 dual benefits restrictions, 477-478, 487; cited, in de. 
fense of 1951 dual benefits restriction, 668; none for existing pensioners 
480. 

Savings (for railroad retirement): estimated, from elimination of dual bene. 
fits, 709; , from 1951 dual benefit restriction, 593, 663; , from 
proposal strengthening disability annuity work clause (1952), 598 ; issue 
whether integration of railroad retirement and social security would re- 
sult in, 613-614, 691-695, 727-728, 734-737, 748-751. 

Schoene, Lester P.: as representative for Railway Labor Executives Association, 
reply to Joint Committee questionnaire on proposals for change in railroad 
retirement (1952), 530, 576-578 ; , at Joint Committee hearings (1152), 
140; correspondence on Association’s reply te Juvint Committee question- 
naire on proposals for change in railroad retiremeut (1952), 742; in favor of 
Crosser bill of 1945, 99; in favor of ten-year provision (1951), 130. 

School requirement. See Widows’ annuities (railroad retirement), for widowed 
mothers, eligibility requirements. 

Schreiber, David B., 189-140. 

Schwartz, Hon. Henry H., 88. 

Seott, Hon. H. D., Jr., 132. 

Secretary of the Board (Railroad Retirement Board), 455. 

Securities, industrial: investment of railroad retirement reserve in, no evidence 
developed on propriety of, 434. 

, State and municipal. See Bonds, State and municipal. 

Security, Work and Relief Policies (National Resources Planning Board); 
criticism of lack of coordination between railroad retirement and social 
security (1942), 632-633. 














S. 4646, 72nd Congress (1932). See Hatfield bill of 1932. 

S. 3231, 73rd Congress (1934): basic principles enumerated, 59; Congressional 
action on (June 1934), 61; hearings (April 1984), 59; reported favorably by 
Senate Committee on Interstate and Foreign Commerce (May 1934), 60. 

S. 1350, 1351, 74th Congress (1935). See Wagner-Crosser bill of 1935. 

S. 2395, 75th Congress (1937). See Wagner-Crosser bill of 1937. 

S. 2437, 80th Congress (1948), 116. 

S. 1125, 82nd Congress (1951) : supported in 1951 Senate hearings, 127. 

S. 1347, 82nd Congress (1951). See Murray-Crosser bill of 1951. 


—, (substitute). See Douglas bill of 1951. 

S. 18 348, 82nd Congress (1951): supported in 1951 Senate hearings, 127. 

S. 1353, 82nd Congress (1951) : discussed at 1951 Senate hearings, 126-130. 

Senate Committee on Finance: hearings on 1935 railroad retirement bills, 
65-68; integration of railroad retirement and social security recommended 
by its Advisory Council on Social Security (1948), 602. See also Advisory 
Council on Social Security. 

Senate Committee on Interstate and Foreign Commerce: approves Crosser Dill 
of 1945 as passed by House (July 1946), 103; favors separate, non-inte- 
grated retirement system for railroad industry, 628; hearings, on 1933 rail- 
road retirement bills (Jan. 1933), 58-59; , on 1934 railroad retirement 
bills (April 1934), 59; , on 1937 railroad retirement bills (May 1937), 
74-77: . i 
(July 1945), 92-96 ; reports favorably on S. 3231, 73rd Congress (1934), 60. 

Senate ¢ ‘ommittee on Labor and Public Welfare: financial interchange justified 

by (1951), 659; hearings, on Hawkes railroad unemployment insurance bill 

(June 1947), 114; , on bills to amend railroad retirement legislation 

(May 1948), 116; , on bills to amend railroad retirement (April-May 

1951), 125-130; position on dual benefits restriction (1951), 321, 663; reports 

favorably on Douglas bill of 1951, 132-133; represented on Joint Committee 

on Railroad Retirement Legislation (1951-52), 135. 
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INDEX LIX 


Senate Committee Print No. 1 (1942), containing omnibus bill drafted by Rail- 
way Labor Executives Association, 91. 

Senate Committee Print No. 2 (1943), containing omnibus bill, revised, 91. 

s. Con. Res. 51, 82nd Congress (1951), creating Joint Coimuuniuttee on isailroad 
Retirement Legislation, 135, 168—169. 

s. Con. Res. 56, 82nd Congress (1951), providing appropriation for Joint Com- 
mittee on Railroad Retirement Legislation, 169. 

S. Rept. 890, 82nd Congress (1951), containing Douglas substitute for Murray- 
Crosser bill of 1951, 132-133. 

Seniority (railroad): effect of, on early railroad union pension plans, 37; factor 
leading younger workers to desire more adequate retirement income, 54: 
reason for indirect effect of years of service on average monthly compensa- 
tion, 515. 

Service. See Military service credit; Months of service: Prior service; Service 
patterns; Years of service. 

Service, post-retirement: possibility of recomputin: railroad retirement an- 
nuities to take account of, 479-480. 

Service pattern assumptions: of Railroad Retirement Board, described and 
evaluated, 389-391; summary of actuarial methodology used by Railroad 
Retirement Board in selection, 422. 

Service patterns: in railroad retirement experience, 389-391. See also Years 
of service. 

Service pensions: under American Telephone and Telegraph company pension 
plan (1918-49), 277-289; under Class I railroads, Pullman Company, and 
Railway Express Agency pension plans (1932), 26. 

Sheet Metal Workers’ International Association. See Railway Labor Executives’ 
Assocation. 

Shifting employment. See Dual coverage. 

Short-term employees. See Employees, railroad; Ten-year provision. 

Sickness benefits: recommended by Railway Labor Executives Association for 
railroad retirement, in omnibus bill of 1942, 91; under American Telephone 
and Telegraph company pension plan (1913-49), 277-289. 

Smith, W. H., 681. 

Snyder, John W., correspondence on investment of railroad retirement reserves 
(1952), 447. 

Social insurance: factors forcing Government to accept broad responsibility for 
the aged, 20-21; first municipal pension fund, 20; governmental responsi- 
bility for, recognized in workmen’s compensation laws, 19; originated by 
European guilds, 18-19. 

Social security (old-age and survivors insurance) : changes since 1940 in payroll, 
average wages, contribution rate, taxable wages, benefits and benefit formula, 
and benefits paid, 191-192, 267-274; comparison with failroad retirement 
system and other public and private plans, 7-8, 174-274, 668-680, 755-756; 
date established, 193; employment under, taken into account in computing 
quarters of coverage and average monthly compensation and creditable com- 
pensation under railroad retirement, 156, 158-159, 161, 163, 473-474, 483; 
extent of railroad retirement employees’ employment under, 414-416, 608, 
643 (see also Dual coverage) ; most important amendments in, 194-195; no 
supplementary pension plans, 196; no termination clause in, 196. 

——, administration of: organization for, 189, 252-253; costs of, as percentage 
of total contributions collected and of total benefits paid, in 1952, 189-190, 
254-255 ; ————, in years 1943-1952, 444. 

-——-, beneficiaries : average retirement age of (1951), 184-185, 238, 264; average 
years of service of, not available, 239; national survey of (1951). 274; number 
of, by type of benefit, in 1952, 233; number of, receiving annuities, in 1951, 
183 ; percentage of, receiving other benefits (1951), 645-646. 

——~-, benefit formula : application of, in calculating minimum retirement annui- 
ties under railroad retirement, 476, 478-479, 486; ————, in calculation of 
survivor annuities under railroad retirement, 486; comparison with social 
security, 669-71; crediting of railroad retirement service under, 105-107; 
for retirement benefits, 178-179; for survivors’, dependents’, and death bene- 
fits, 220; for survivor benefits, 181; indirect consideration of prior service 
under, 219; ———, cited as justification for dual benefits restriction, 662- 
667 ; under Amendments of 1950 (‘‘new start” provision), as factor creating 
inequities under various types of dual coverage, 663, 665-666, 707-710; 

. as factor affecting operation of social security minimum guaranty, 
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657; weighting of, in favor of lower-income levels, as factor affecting creqit 
to railroad retirement under financial interchange, 415, 

———-, benefits : adequacy of, compared with railroad retirement, 598—9 ; amounts 
of, as guaranteed minimum for railroad annuities, under Railroad [etire. 
ment Act of 1937 and Amendments of 1946 and 1951 (see Social Security 
minimum guaranty) ; average primary insurance amount of, in years 1()37- 
51, 274; compensation used as basis in computing, 218; effect of amounts of, 
for retirement annuities, on size of railroad retirement annuities, 475: eligi. 
bility of withdrawing employees for, 201-2; illustrative monthly, under yarij- 
ous conditions, 690; maximum, minimum and average, by type of benefit 
being paid (1952), 184, 235; no elective, 214; no provision of, for disa})ity, 
177, 208; number awarded, by type of benefit (1951), 183, 232; number of 
payments of, in years 1943-52, 444; possibility of recomputing to the account 
of post-retirement service, 479-80; provisions for spouses’, used as mode! for 
railroad retirement (1951), 125, 129; total paid in years 1943-52, 444; total) 
paid, as percentage of total taxable payroll (1951), 184, 236-7; types of, 
provided, 203. 

————,, contributions (or taxes) : employee, 246; employer, 245; maximum com- 
pensation on which collected, 274; provisions on, used as precedent for 
Carriers’ Taxing Act of 1937 (railroad retirement), 86-7; rates of, 187, 274: 
total average wages on which collected in years 1987-51, 274; total collected, 
and total from employees, in 1951, 188, 250; total collected, in years 1943-52, 
444. 

——.,, contributary basis: 245. 

, coordination with railroad retirement. See Coordination between rail- 
road retirement and social security; Dual benefits restriction; Financial 
interchanges; Survivor annuities (railroad retirement), coordination with 
social security ; Ten-year provision. 

, costs of ; in 1952, 249. 

——-,, coverage: 159-160, 200-201, 627-628 ; age, years of service, and compensa- 
tion, as conditions for, 176, 199-200; compulsory and voluntary participation 
in, 177, 202; extension of, as cause of increase in dual coverage, 696. 

——-, eligibility requirements: for benefits to spouses and children of living 
retirement annuitants, 215; for lump-sum death benefits, 213; for retirement 
benefits, 203; for survivor benefits, 211-212; more favorable treatment for 
low service under, as cause of inequities, 662-667. 

, employees covered : age and sex distribution, years of service and average 
earnings of, in various years, 260-264, 274; number of, as percentage of total 
employees (1952), 175-176, 198-199; proportion of older people and males 
among, 191; turnover among, 266-267. 

-, financing: 610; amortization of accrued liability, 249; investment of 

reserves, 251-252; ————, compared with railroad retirement and other 

pension plans, 251-252, 429-480; method of handling accrued liability similar 
to that used for railroad retirement, 304; not on strict actuarial reserve 
basis, 247-248; reduction in liabilities under, attributable to establishment 
of railroad retirement system, to be estimated under Railroad Letirement 

Act of 1987. 79-80, 165: self-insured, 247; total assets (1952), 251; unfunded 

accrued liability, at end of 1951, and plans for handling, 248, 251. 

~, integration with railroad retirement. See Integration of railroad retire- 
ment with social security. 

———, maximum benefits, for various benefits, 182. 

———-, minimum benefits, for various benefits, 230-231. 

————., retirement age, 177. 

, Survivor benefits: coordination of, with railroad retirement, (See Sur- 
vivors’ annuities (railroad retirement), coordination with social security): 
coverage for, greatly extended by Amendments of 1946 (railroad retire: 
ment), 107; need for maintaining proper relationship between, and railroad 
retirement survivors’ annuities, in liberalizing railroad retirement benetits 
and eligibility requirements, 521; payable to survivors of short-term railroad 
employees, under ten-year provision of 1951, 488; provisions for, 177; - a, 
as model for railroad retirement (1945, 1946, 1951), 100, 102, 131; ———, as 
of 1946, 649. 

. work clause (for retired employees and survivors) : 190, 201, 258; amend- 
ed, under 1952 Amendments (social security), 140; application of, to railroad 
employment of social security beneficiaries, uder Amendments of 1951 (rail- 
road retirement), 667-668; as factor influencing cost effects of financial 
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interchange between railroad retirement and social security, 414-415; clause 
similar to, proposed for railroad retirement as means of reducing costs 
(1951-52), (See Work clause (railroad retirement), for retirement annu- 
itants) ; comparison with railroad retirement, 3-4; relation of, to operation 
of dual benefits restrictions, in railroad retirement and selected other retire- 
ment systems, 244. 

Social Security Act, Amendments of 1939: nullifying effect on minimum guaranty 
provisions and Railroad Retirement Act, 647, 655-656 ; problems in coordina- 
tion raised by passage of, 631; relation between 1959 Amendments and 
Crosser bill of 1945 (survivors’ annuities), 93. 

_——-, Amendments of 1950: discussion of integration, at hearings on, 635; 


effects of, on financial interchange, 581-582; ——,, on need for military 
service credit appropriations, for railroad retirement, 682 ; —-——, on relation 
between social security and railroad retirement, 120; ———— providing bene- 


fits greater than railroad retirement benefits, leading to 1951 minimum 
guaranty, 656. 

—__—-, Amendments of 1952: 1389; comment of M. Latimer on effects of, on cost 
significance of financial interchange, 583; coordination of military service 
credit under, 604; effects on actuarial cost estimates for railroad retirement, 
313-314; effects on application of saving clause (dual benefits restriction) 
to existing retirement annuitants, 478; effects of, on financial interchange, 
295 ; expected to increase effect of social security minimum guaranty (Bureau 
of the Budget memo), 603; various effects of, on railroad retirement, (Bureau 
of the Budget memo), 609-610. See also Amendments of 1952. 

Social Security Administration (formerly Social Security Board): function in 
administration of social security insurance, 189, 252; interrelation between 
it and Railroad Retirement Board, in administration of survivors’ annuities, 
602-603 ; ————, in coordination of military service credit, 604-605; provides 
information on effect of dual coverage on benefits payable, 701-709; study 
of extent of dual coverage, in cooperation with Railroad Retirement Board 
(1952), 643-646; table comparing provisions of railroad retirement and 
social security prepared by, 669. See also Federal Security Agency. 

, policy recommendations of: favors integration of railroad retirement 
with social security (1945, 1947, 1951 and 1952), 621, 634, 686-688; general 
agreement with purposes of coordinating survivors’ annuities, though inte- 
gration preferred (1946), 649-650; on Crosser bill of 1945, 97; on proposals 
to increase ten-year provision, also favors somewhat greater benefit rights 
for transferred contributors, 654-655 ; on various methods of closer coordina- 
tion or integration, 5, 766-770. 

——., position on financing policy: arguments of chief actuary in favor of work 
clauses, (1952), 439; disagreement between its actuary and Railroad Re- 
tirement Board's actuary, on cost effects of financial interchange, 332 ; ———, 
on extent of railroad employment under social security, 415-416; estimates 
differ from Railroad Retirement Board’s on financial effect of ten-year pro- 
vision and financial interchange, 1951 Senate hearings, 129; position of 
chief auditor on effects of financial interchange and other coordination with 
social security, on railroad retirement costs (1951, 315; its actuary defends 
cost estimates, hearings on Crosser bill of 1945, 101; its actuary’s estimate 
of understatement of costs in fifth valuation, 338; predicts financial inter- 
change will not result in financial gains for railroad retirement, 660-661; 
statement that financial interchange represents complete financial coordi- 
nation, 691, 

Social Security Advisory Council. See Advisory Council on Social Security. 

Social security differential. Sce Financial interchange. 

Social security minimum guaranty: 655-657; as applied in calculation of sur- 
Vivors’ annuities, under 1951 amendments, 162-168, 486-487; as applied in 
calculation of retirement annuities, 152-153, 162-163, 478-479; as covered in 
minority report of House Committee on Interstate and Foreign Commerce 
(September 1951), 132; cost of, probably increased by elimination of dual 
benefits restriction, 709; effect of 1951 provision for, on average amounts of 
annuity payable, 134, 187, 516, 612; — , on coordination of survivors’ 
annuities, 69; introduction of 1951 provision for, as factor complicating the 
fifth valuation, 324; issue whether benefit rights of employees with dual 
coverage adequately safeguarded by (1952), 648, T28-729, 747-748; position 
on proposals to change, of employee organizations (1952), 549; ————, of 








33494—53—pt. 1-56 





——.,, costs of: effect of mortality assumptions (active employees) on, 33 
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employer organizations (1952), 556; ————, of interested Government agen. 
cies (1952), 561; ———, of M. Latimer (1952), 585-586; ———, of nop. 
atiiliated pension organizations (1952), 569; ———, of operating unions 
(1952), 535; proposals to eliminate, in bills introduced in 82d Congress, 546: 
provision in 1987 Act for, as indication of early recognition of problem of 
coordination, 631; provision on, in memorandum of agreement of 1937, 74; 
Railway Labor Executives’ Association in favor of retaining (1952), 577: 
relation of, to inequities resulting from dual coverage, 701, 705-707, 709. 
710; under Acts of 1935 and 1937, and Amendments of 1946 and 1951, 79, 
81-S2, 134, 152-153, 162-163, 603, 647; under H. R. 3669, as adopted by House 
in October 1951, 133; under Wagner-Crosser bill of 1951, compared with 
1951 Amendments, 126; under Wagner-Crosser bill of 19387, 76. See also 
Coordination, 


Social security reduction. See Dual benefits restriction of 1951. 
Spouses: definition of, for purposes of railroad retirement spouses’ annuities, 


470; effect of social security employment of, on results of financial inter. 
change, 415-421. 


Spouses’ annuities (railroad retirement): a complicating factor in fifth valua-. 


tion, 324; a major issue at 1951 Senate hearings, 129; as factor contributing 
to increase in average annuities (per year of service credited), 1951, 515; 
as factor permitting retirement annuities to keep pace with cost of living, 
518; calculation of, for wives or husbands of pensioners, 480-481; compari- 
son with social security, 670; complete transfer to social security favored 
by National Railroad Pension Forum (1952), 539; disability annuitants less 
likely to qualify for, than age annuitants, 522; effect of, on amounts of 
age annuities (November 1951), 135; —, on amounts of annuity payable 
per \eur of service, 1951 Amendments, 516; introduced under Amendments 
of 1951, 10, 134, 513; number of age annuitants with wives eligible for, and 
average monthly family benefit (December 1951), 134; not endorsed by 
House Committee on Interstate and Foreign Commerce (September 1951), 
131-132; position on, of operating unions (1952), 585; proposals in hearings 
on 1951 Amendments, 9-10; taken into account in selecting prior service 
eredit assumptions, fifth valuation, 400; under Murray-Crosser bills of 1951, 
compared with 1951 Amendments, 125; under H. R. 3669, as adopted by 
House (October 1951), 133. See also Dependents’ benefits; Retirement 
Annuities (railroad retirement). 





——, ave requirements: cuunges in, as means of liberalizing benefits, and 


estimated costs, 529; position on proposals to liberalize, of employee orgun- 
izations (1952), 551-552; ———, of employer organizations (1952), 557; 
———., of interested government agencies (1952), 564; under Amendments 
of 1951, 149-150. 

, umounts of: average, awarded June 1952, 465-466; minimum, maximum 
and average being paid (1952), compared with selected other retirement 
systems, 234-236; monthly and average monthly (December 1951), showing 
effects of 1951 Amendments, 501-502; position on proposals to increase, of 
employee organizations (1952), 549; ———, of employer organizations 
(1952), 556; ————, of non-affiliated pension organization (1952), 570; total, 
annual, aggregate monthly and monthly (including highest, lowest and 
average), through June 1952, in 1951-52, and in June 1952, 465-466; total, as 
percentage of aggregate amount of benefits, 1936-37 to 1951-52, 496. 


——., awiurds: number of, through June 1952 and in 1951-52, by amounts paid, 


465-466. 


——., benefit formula: application of, 480; comparison with social security 


and selected other retirement systems, 220-230, 670; under Amendments of 
1951, 153-154; under Murrray-Crosser bills of 1951, compared with 1951 
Amendments, 125. ‘: 

200: 
effect of wife’s employment under social security on, 415-421; estimated, 
in calculating net effect of financial interchange, 332; estimated, including 
allowance for effect of financial interchange, in fifth valuation (1950), 295; 
estimated (1950), 317; reimbursable from social security for employees with 
over ten years’ service, 333-334, 

, dual benefits restrictions: 664; on other railroad retirement benefits, 
under Amendments of 1951, 153; on social security benefits, under Amend- 
ments of 1951, 153 ; ———-, compared with selected other retirement systems, 
185-186. 

—, duration of payments; under Amendments of 1951, 151, 481. 
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_—, eligibility requirements: 467-470; compared with social security and 
selected other retirement systems, 215, 674; liberalization of, favored by 
Railroad Pension Conference (1952), 538; ————, favored by Grand Asso- 
eiation of Veteran Railway Employees (1952), 539; methods of liberalizing, 
524; position on proposals to liberalize, of M. Latimer (1952), 5838; ———, 
of non-affiliated pension organizations (1952), 573; ———, of Railway 
Labor Executives’ Association (1952), 578; proposals to liberalize in bills 
introduced in S2d Congress, 527, 546; under Amendments of 1951, 149-150, 

__-—, liberalization of: estimated costs of proposals for, 525; positions of 
interested government agencies on proposals for, 562. 

—_—, maximum: comparison with selected other retirement systems, 230-232; 
under Amendments of 1951, 153; under Murray-Crosser bill of 1951, com- 
pared with 1951 Amendments, 125. 

—__—, minimum: compared with selected other retirement systems, 230-232; 
estimated costs of increasing, under various Conditions, 526; proposals for 
increasing, and estimated costs, 529. 

——, recipients of: number and cumulative percentage of (December 1951), 
by amounts, showing effects of 1951 Amendments, 501-502; number of, 
compared with selected other retirement systems (1952), 8; number of 
(June 1952), by amounts received, 465-466. 

—__—, work clause: under Amendments of 1951, 149-151, 481. See also Work 
clause (railroad retirement), for retirement annuitants. 

Spouses’ benefits (social security): not deductible from railroad retirement 
spouses’ annuities, 664. 

Squire, F. C., 126. 

Staff pension plan: Conversion of railroad retirement to, favored by Bureau 
of the Budget (1952), 537-538; —, favored by R. R. Reagh (1952), 
538. Sce also Integration of railroad retirement and social security ; Supple- 
mental pension plans. 

Standard annuity table (1937), 361-262. 

Standard Oil Co. of California pension plan: description of, showing coordina- 
tion with social security (1952), 763; retirement annuities payable uuder, 
764-765. 

State and local retirement systems: comparison with railroad retirement (1952), 
7-8. 

State bonds. See Bonds, State and municipal. 

State sickness insurance: total benefits paid (1947), compared with railroad 
retirement and other retirement systems, 8. 

Step-rate tax structure. See Tax schedule. 

Stevedoring contractors: opposed to Crosser bill of 1945, 97. 

Stewart Machine Co. v. Davis, 92. 

Stone, Justice Harlan F.: minority opinion, Railroad_Retirement Board v. Alton 
Railroad Co., 64. 

Strikes. See Labor disputes. 

Subsidies, Federal (for social security): issue whether integration necessary 
to permit railroad retirement to share in, 694, 737-738, 750. 

Superannuation pensions. See Age annuities. ; 

Suplemental pension plans (connected with retirement systems): comparison 
of railroad retirement with selected other retirement systems, 175, 196; costs 
of, relating to size of railroad retirement tax base, 426; impact of, of changes 
in railroad retirement taxes and benefit base, 534; need for, affected by 
introduction of railroad retirement system, 463. 

Supreme Court. See U. S. Supreme Court. 

Supreme Court of the District of Columbia: jurisdiction in connection with 
railroad retirement, under Acts of 1934 and 1935, 169-170, 

“Surplus.” See Reserve. 

Survivor annuitants. See Survivors’ annuities (railroad retirement), recipients 
of. 

Survivor (option) annuities. See Joint-and-survivor annuities. 

Survivors’ annuities (railroad retirement): Brotherhood of Railroad Trainmen 
opposed to provisions on, in Crosser bill of 1945, 98: comparison with 
selected other retirement systems, 177; complete transfer to social security 
of, favored by National Railroad Pension Forum (1952), 539; discussion of, 
at hearings on Crosser bill of 1945, 100; disposition of, due but unpaid at 
death, 488; need for maintaining proper relationship between high- and low- 
income recipients of, in liberalizing benefits and eligibility requirements, 521 ; 
need for maintaining proper relationship of, with retirement annuities and 
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social security survivors’ annuities, in liberalizing railroad retirement bene. 
fits and eligibility requirements, 520-521 ; paid in lump-sum, if under a certaip 
amount, 161, 163, 487; payable under social security to survivors of em. 
ployees without insured status, 128-129, 488 ; position on, of operating unions 
(1952), 535; positions on, at hearings on Crosser bill of 1945, 97; proposals 
on, at hearings on proposed amendments in 1951, 9-10; protection provided by 
compared with social security protection (1952), 598-599; Railway Labor 
Executives Association recommendations on (1942), 91; recommendations on, 
of House Committee on Interstate and Foreign Commerce (minority report), 
in Sept. 1951, 132; ———, of Transportation Subcommittee of House Com. 
mittee on Interstate and Foreign Commerce in April 1946, 102; studies of, 
being conducted by Railroad Retirement Board in 1942, 91; under Acts of 
1934, 1935 and 1937, 69, 649; under Amendments of 1946, 104-107; under 
amendments proposed by operating unions in 1951, 126; under Crosser bill of 
1945, compared with social security amendments of 1939, 93. See also 
Children’s annuities (railroad retirement) ; Death benefits (one-year ap- 
nuity) (railroad retirement); Parents’ annuities (railroad retirement) ; 
Widowers’ annuities (railroad retirement) ; Widows’ annuities (railroad 
retirement). 


ey 


——., age requirements: position of M. Latimer on proposals to liberalize (1952), 


587-588. 

, amounts of: average for families, affected by social security minimum 
guaranty, before and after Amendments of 1951 (Dec. 1951), 134, 137; 
———., before and after Amendments of 1951 (Dec. 1951), 134, 137; compari- 
son of, before and after Amendments of 1951, by years of service (Nov, 1951), 
134, 136; consideration of low and high earnings in increase of, under 1951 
amendments, 320; general agreement on need for increase in, at House 
hearings in 1951, 180; generally greater than social security benefits (1946- 
50), 656; inadequacy of, by 1951, 120; increase of, proposed by House Com- 
mittee on Interstate and Foreign Commerce, Sept. 1951, 131; . pro- 
posed in Murray-Crosser Bills of 1951, compared with Amendments of 1951, 
125; increased, under Amendments of 1951, 134; —, under H. R. 3669, 
as adopted by House in Oct. 1951, 133; ————, upon increases in social 
security survivors’ benefits under Social Security Act Amendments of 1952, 
139, 609 ; inequities in, arising from various types of dual coverage, 705-707; 
minimum, maximum and average being paid, compared with selected other 
retirement systems, 234-236; monthly, average monthly, and highest payable 
before 1951 Amendment, for families, in Dec. 1951, and for awards Jan.—Nov. 
1951, 501, 504-505: monthly, average monthly, and highest payable before 
1951 amendment, in Dec. 1951, and for awards Jan.—Nov, 1951, 501, 503; 
payable on basis of various combinations of service and remuneration, 4S4- 
486 ; positions on proposals to increase, of employee organizations, 549 ; ———, 
of employer organizations, 556: ———. of non-affiliated pension organiza- 
tions, 570: total, as precentage of aggregate amount of benefits (1936-37 to 
1951-52). 496. 

, AWards: number and percentage of, Jan.—Nov. 1951, by type of annuities 

and by amounts, 501, 503; number of, by families, Jan—Nov. 1951, by family 
composition and amounts, 501, 504-505; ————. in 1951, by type of benefit, 
compared with selected other retirement systems, 232-233. 
. benefit formula: 483-490; comparison with social security and selected 
other retirement systems, 181, 220-230, 670-671, 675-676 ; ————, by changes 
since 1940, 270-271: more favorable treatment of low earnings under, 521: 
——. as factor affecting cost of benefits to beneficiaries, 320-321; ———, 
defended, 321; under Acts of 1934, 1935 and 1937, and Amendments of 10, 
1942, 1946, 1948 and 1951, 106, 160-163; various possible methods for liberal- 
izing, 523-H24. 

. computation of. Sce Survivors’ annuities (railroad retirement), benefit 
formula ; ———, dual benefits restriction ; ————, maximum ; ————, mini- 
mum. 








———.,, coordination with social security : comparison with selected other retire- 


ment systems, 186: deseribed and evaluated, 648-651; problem of, discussed 
by Railroad Retirement Board (1940-44), 682; under Amendments of 1946, 
602-603, 633-634, 647-648. 

-, costs of: effect of employees’ censuses assumptions on, 392; effect of 


amily composition assumptions on, 395: effect of mortality assumptions 
(active employees) on, 339; estimated, as introduced under Amendments of 
1946, 312: ————, in 5th valuation (1950), 326-327; reimbursable from soci:!! 
security, for employees with over ten years’ service, 333-334. 
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INDEX LXV 


__—_—, dual benefit restrictions: comparison with social security and selected 
other retirement systems, 185-186, 240-245, 677; under Amendments of 1946 
and 1951, 160-162. 

———, duration of payments for, 487-488. 

—— , eligibility requirements : 470-474; by types of benefits under Acts of 1934, 
1935 and 1937, and Amendments of 1942, 1946, 1948, and 1951, 154-159: com- 
parison with social security and selected other retirement systems, 210- 212 
675-676 ; liberalization of, favored by Railroad Employees’ National P ension 


Association (1952), 539; ————, favored by Railroad Pension Conference 
(1952), 538. 
——, liberalization: estimated costs of various proposals for, 525-526; posi- 


tions of interested Government agencies on proposals for, 562. 

, Maximum: comparison with social security and selected other retirement 
systems, 181-195, 250-252, 670, 617, 677; for families, 486; under Amendments 
of 1946 and 1951, 106, 161-163. 

——, minimum: 458-484; comparison with social security and selected other 
retirement systems, 181-183, 280-232, 671, 675-676; for families, 486; under 
Amendments of 1946 and 1951, 161-163. See also Social security minimum 
cuaranty. 

—— , recipients of : family composition of, assumed in 4th valuation, and actual 
(1949-50), 396, 398; number and percentage of, in Dee. 1951, by type of 
annuity and by amounts, 501, 503; number of, by families, affected by social 
security minimum guaranty, by family composition and average amounts 
received, before and after 1951 amendments (Dec. 1951), 184, 137; ——— 
by families, in Dec. 1951, by family composition and amounts received, 137. 
501, 504-505 ; ————, compared with selected other retirement systems, 8, 
233-235; proportion of, affected by social security minimum guaranty, 657; 
———, expected to be affected by social security minimum guaranty in next 
ten years, 603. 

——-, remuneration to which benefits related: as provided in Amendments of 
1946 and 1951, 161, 163, 483; comparison with selected other retirement 
systems, 217-219. 

——, work clause: 487; applied to work covered by Social Security Act as well 
as railroad employment, 159-160; comparison with social security, 679; co- 
ordinated with social security, under Amendments of 1951 and 1952, 4, 649; 
effect on, of social security amendments of 1952, 609; elimination of, favored 
by Railroad Employees’ National Pension Association (1952), 539; ———, 
opposed by Railroad Retirement Board (1952), 594; estimated costs of pro- 
posals for liberalizing, 525; liberalization of, favored by Federation for Rail- 
way Progress (1952), 536; ~—, favored by Railroad Pension Conference 
(1952), 538; positions on proposals to change, of employee organizations 








(1952), 549; ————, of employer organizations (1952), 556; —-——-, of inter- 
ested Government agencies (1952), 561; ——~—, of M. L atimer (1952), 585; 
-, of non-affiliated pension organizations (1952), 569; ————, of R. R. 





Reagh, 538; proposal to amend, in bills introduced in 82nd Congress, 546; 
under Amendments of 1946, 1951 and 1952, 106, 139, 159-160, 295, 649. 
Survivors’ benefits: under American Telephone and Telegraph company pension 
plan (1913-49), 277-289; under Brotherhood of Locomotive Engineers pen- 
sion plans, 31; under Brotherhood of Locomotive Firemen and Enginemen 
pension plan, 31; under Brotherhood of Railroad Trainmen pension plan, 
31, 39; under railroad union pension plans (1882-1928), 33, 34-36; > 

compared with railroad company pension plans, 32. 

Survivors’ benefits (railroad retirement). See Death benefits (railroad retire- 
ment) ; Insurance lump-sum death benefits (railroad retirement) ; Residual 
lump-sum death benefits (railroad retirement) ; Survivors’ annuities (rail- 
road retirement). 

Switchmen’s Union of North America. See Railway Labor Executives’ Associa- 
tion. 





z= 


Taft, Hon. Robert A., 117. 

Tax base (railroad retirement). See Compensation, taxable (railroad retire- 
ment). 

Tax collection: as of 1952, 326; proposed in Crosser bill of 1945, 96, 89-99, 
102, 103; Railway Labor Executives’ Association recommendations on 
(1952), 91; under Acts of 1934, 1935 and 1937, 86, 164. See also Adminis- 
tration (railroad retirement). 
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Tax rates (railroad retirement): See Payroll taxes (railroad retirement) ; Tay 
schedule (railroad retirement). 

Tax schedule (railroad retirement) : Comparison of 1935 and 1937 Taxing Acts, 
86; comparison with selected other retirement systems, 186-188; Crosser 
bill of 1945, 96, £9; hearings on 1937 tax bills, 74-75; history of revenue 
aspects of railroad retirement, 306-308 ; memorandum of agreement (1937), 
71-73; social security provisions for, used as precedent for 1937 Taxing Act, 
86-87; Taxing Act of 1937 and Amendments of 1946, 85-86, 110, 164. See 
also Payroll taxes (railroad retirement). 

Taxable compensation (railroad retirement). See Compensation, taxable (rail- 
road retirement). 

Taxable payroll, future. See Payroll, future taxable. 

Taxes, total collected (1951), comparison of railroad retirement with selected 
other retirement systems, 188. 

Teachers Insurance and Annuity Association, diversified investment of reserve 
funds by, 431. 

Technical employees, as covered by railroad retirement system under Amend- 
ments of 1946, 144. 

Ten-year provision (railroad retirement) : 329-334, 651-655; approximate num. 
ber of survivors annuity awards affected by, 650; as condition of being ‘“com- 
pletely insured”, 158; as eligibility condition for retirement benefits, 468; as 
issue in 1951 House and Senate hearings, 128-131; as method of dealing with 
dual coverage, 644, 648; calculation of costs for persons failing to satisfy 
(Sth valuation), 325; comparison with selected other retirement svstems, 
186; disregarded in calculating annuities based on service after 1936, in 
application of dual benefits restriction, 477; dual benefits for short-term 
employees eliminated by, 131; effect of, on actuarial costs of railroad re- 





tirement system, 316-317, 322-323, 328, 332; ————-, ———, estimated by 
operating unions (1952), 534; ———-, ————, examined by M. Latimer, 580, 
583; ———, on awards of disability annuities, 490-491; ————, on coor 
dination of survivors’ annuities with social security, 649; ———,, on cost of 
benefits to beneficiaries, 319-320; ———-, on cost significance of employee 
census assumptions (active and inactive employees ), 892-894 ; ————, on cost 
significance of withdrawal rate assumptions, 381; ——-—, on inequities aris- 
ing out of dual coverage, T0Q-710 ; ————,, on short-term employees, 612-613, 
651-655 ; ————, on significance of mortality assumptions (withdrawn em- 
ployees), 3483 ; ————, on withdrawal rate assumptions, 386; most of military 


service credit liability transferred from railroad retirement to social se- 
curity by, 609; not endorsed by House Committee on Interstate ond Foreign 
Commerce (September 1951), 131; projections of financial interchange with 
respect to employees who will satisfy (1952-2015), 296-2097; proposed 
changes in, evaluated by interested government agencies, 738-739, 748: 
taken into account in estimating future immediate age retirement rates 
870-371; under Amendments of 1951, 134, 145, 518: under conference bill in 
October 1951, 133; under Murray-Crosser bills of 1951, 128-129; —— 
compared with Amendments of 1951, 125; waived for existing annuitants, 
in recomputing benefits under Amendments of 1951, 153-154, 168. See alse 
Coordination of Railroad Retirement and Social Security; years of service 
(railroad retirement), required. 

Tennessee Valley Authority retirement system, comparison of methods of invest- 
ing reserves, with railroad retirement and other public and private plans, 
429. 

Termination clause, comparison of railroad retirement with selected other re- 
tirement systems, 175, 196-198. 

Thomas, Hon. Elbert D., 116. 

Tips: not included in creditable compensation, for retirement benefits, 482; not 
creditable in calculation of average monthly remuneration, for survivor 
benefits, 483. See also Compensation, creditable (railroad retirement). 

Total disability annuities (railroad retirement) : as provided under Acts of 1935 
and 1937, and Amendments of 1946, 78, 81, 108, 508-513; comparison with 
selected other retirement systems 177; experience with, under 1937 Act, 
107-108; not provided for temporary total disability, 493; procedure for 
adiudicating claims in which initial evidence indicates a possible denial of, 
493; provisions on, in memorandum of Agreement of 1937, 73; studies of, 
being conducted by Railroad Retirement Board in 1942, 91; under Crosser 
bill of 1945, 98-94. See also Disability annuities (railroad retirement). 
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—-—, awards, number of, to employees with less than 10 years service in 1950, 
491. 

, eligibility requirements: 467-470, 490-496; current connection required, 
under amendments of 1946 and 1951, 148-149; proof of continuance of dis- 
ability required, under 1937 Act, 494-495: retirement age, under Acts of 1935 
and 1937 and amendments of 1946 and 1951, 148-149; standards of disability, 
established and applied, 491-494; years of service required, under Acts of 
1934, 1935 and 1937, and amendments of 1946 and 1951, 148-150. 

——, recipients of: effect of introduction of occupational disabilitv annuities 
on number of, evaluation of mortality rates assumed for, 354-355, 346; re- 
covery rate negligible for, 364. 

———, work clause, 495. 

Townsend Plan, 22. 

Transportation subcommittee. See House Committee on Interstate and Foreign 
Commerce, 

Travelers Insurance Co., 101. 

Treasurer of the U. 8., functions in administering railroad retirement funds, 
under Act of 1934, 165. 

Treasury, Fiscal Assistant Secretary of the (U. S.): letter from, on investment 
of railroad retirement reserves (1952), 447-448; opposition to proposal for 
investment of some railroad retirement funds in Government-guaranteed 
real-estate mortgages, 432-483. 

Treasury, Secretary of the (U. S.): function in investment of railroad retire- 
ment funds, 88, 165, 167, 294; requirement for estimate, of savings from rail- 
road retirement to social security funds (1937 Act), as indication of early 
recognition of problem of coordination, 631. 

Treasury Department (U. 8.) : administration costs of, for social security (col- 
lection of taxes) (1952), 189-190; function of Bureau of Internal Revenue 
in administration of social security, 252; function in administration of Civil 
Service retirement system, 253; position on tax collection (railroad retire- 
ment), at hearinzs on Crosser bill of 1945, 98: tax collection (railroad re- 
tirement) by, under Acts of 1934, 1935 and 19387, 164; testimony on Crosser 
bill of 1945, 97; testimony on need for clear lines between social security 
and railroad retirement at House hearings in 1937, 680. See also Bureau of 
Internal Revenue; Railroad Retirement Account. 

Trucking associations, oppose Crosser bill of 1945, 97. 

Trucking companies (railroad owned) : excluded from coverage, under railroad 
retirement bill of 1934, 61; ————, under Crosser bill of 1945, 94; railroad 
retirement coverage of, an issue in hearings on Crosser bill of 1945, 100. 

Trust fund, old-age and survivors insurance. Sce old-age and survivors insur- 
ance trust fund. 

Turnover, among railroad employees: as factor taken into account in computing 
normal and accrued liability costs, 302; comparison with selected other re- 
tirement systems, 266-267; extent of, 606-608; extent of, as argument in 
favor of greater coordination, 635-638. See also Employees, railroad; with- 
drawal rates. 





U 


Unemployment, months of, counted in computing average monthly compensation 
for railroad retirement, compared with selected other retirement systems, 
178-81. 

Unemployment insurance (railroad) : administration fund maintained by Treas- 
ury for financing administration of, 442; amendments proposed, in 1947, 
111-3; amendments proposed, in 1948 (tax contributions, benefits and sick- 
ness benefits), 116; constitutionality (benefits and taxation) not questioned 
(1944), 92; costs of administration, compared with other public and private 
plans, 442-446; hearings on amendments proposed in 1947, 115; hearings on 
Howell-Hawkes bill before House and Senate Committees (June 1947), 
114; man-year requirements for administration of programs (1951-52), and 
administrative costs allocated to (1952-53), 459-462; omnibus bill, drafted 
by Railway Labor Executives’ Association in 1942, 91; proposals for crediting 
military service under (1940), 88; proposal by Treasury on tax coll ection, 
hearings on Crosser bill of 1945, 98; reviewed by Railway Labor Executives’ 
Association (1939-42), 90; sections on judicial review, as applied to railroad 
retirement by Amendments of 1946, 170; tax collection, under Crosser bill of 
1945 as amended, May 1946, 102; tax rate reduced, amount for administrative 
costs changed in 1948, 117. 
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Unfunded accrued liability (railroad retirement): 2-3; at end of 1951, ang 
plans for handling, compared with selected other retirement systems, 24s. 
249, 251. See also Accrued liability. 

Uniformed services retirement system: comparison with railroad retirement 
system and other public and private pension plans, 174-274; date established, 
194; history of, 175; information on changes since 1940 not available, 268- 
274; most important amendments in, 195; no dual benefits restrictions under, 
for beneficiaries entitled to social security benefits, 240; no termination 
clause in, 197; not integrated with social security, 690; provisions for non. 
work-connected disabilities under, 177; supplemental benefits available up. 
der, 196. See also Army and Air Force retirement system; Army and Air 
Force Nurse Corps retirement system; Navy and Marine Corps retirement 
system; Navy Nurse Corps retirement system; Coast Guard retirement sys. 
tem; Coast and Geodetic Survey retirement system; Public Health Service 
pension plan; Reserve Components retirement system. 

, administration (organization and costs) ; 189, 253-4. 

, awards; by type of benefit and branch of service, in 1951, 183, 233. 

. beneficiaries: age at retirement of, by type of benefit and branch of 

service (1950, 1952), 185, 265; average retirement age of, by type of benefit 

and branch of service (1951, 1952), 258; average years of service of, by type 
of benefit and branch of service (1951, 1952), 185, 239; number of, by type 

of benefit (1952), 183, 234. 

, benefit formulas; for retirement and disability benefits, 179-80, 221-9, 

, benefits: compensation to which related, 218; coordination of, with rail- 

road retirement, 605-606; eligibility of withdrawing employees for, 202; 

minimum, maximum and average, being paid, by type of benefit and branch 

of service (1952), 184, 235; minimum and maximum, 182, 231; no elective, 

215; no survivors’, 212; total paid, as percentage of total payroll, by type 

of benefit and branch of service (1951), 184, 236-7; total paid as percentage 

of total wage cost (direct and indirect), 259; types of, provided, 203. 

, contributions: 187; no employee or employer, 246. 

, contributory basis, 245, 

———, coverage: classes of employees included in, 201; compulsory participa- 
tion in, 202; no age, service, ete. conditions for, 200. 

, eligibility requirements: for lump-sum death benefits, 214; for various 

types of age and service retirement benefits, 204-207; for various types of 

disability benefits, 208-10, 255-257; for separation or withdrawal benefits, 

216-17. 

, employees covered: information not available on numbers, turnover age 

and sex distribution, years of service, etc., 198, 260-264, 266-267. 

, retirement age, normal and prenormal, 177. 

, work clause, 190, 258. 

Union employees: creditable compensation of, under Amendments of 1940, 1942, 
and 1246, 147; coverage under railroad retirement, under Act of 1937 and 
amendments of 1942, 143-144. 

Union pensions plans: chronology of plans for superannuation and disability 
(1882-1928), 33; comparison of early plans with railroad company pension 
plans, 32; defects of railroad company pension plans leading to development 
of, 29-30; detailed analysis (1932), 34-36; factors permitting continuance 
of some early plans, 37; financial difficulties experienced under early plans, 
87; growth of, 29-48; justification for shift to legal reserve insurance sys- 
tems, 46-47; preceded by railroad company pension plans, 29; provisions for 
disability under, 508; reasons for development of, 29; shift from pension 
plans (flat assessment rates) to legal reserve insurance systems (1933-35), 
37-47 ; started in 1882, 29; summary and conclusions, 47-48. 

Union representatives. See Employee representatives. 

Unions, railroad: agreement with carriers on railroad retirement legislation 
(1937), 70-74; approval of separate railroad retirement system implicit 
in memorandum of agreement of 1937, 628; comments on problem of coor- 
dination (House hearings in 19387), 630; compromise of 1948 on railroad 
retirement benefits and railroad unemployment insurance taxes, 116-117; 
constitutionality of Railroad Retirement Act of 1934 defended by, 63; cover- 
age, under railroad retirement systems at present, 466; coverage, under 
1935 and 1937 Acts, 80, 148; desirability of obtaining consent of, to any plan 
for integration of railroad retirement and social security, 714; detailed com- 
parison of their railroad retirement bill (Wagner-Crosser) with non-affil- 
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ijated pension group’s bill (Keller bill) of 1932, 58 n.; development of pro- 
posals for federal railroad retirement legislation (standard and non-affil- 
jated unions), 57; lack of unanimity among, at hearings on Crosser bill of 
1945, 98-99 ; 1942 recommendations for amendments, 91; payroll taxes pay- 
able by, under Amendments of 1946, 164; see need for increased retirement 
penefits (1947), 114-115; support 1937 railroad retirement bills, 75; urge 
increase in railroad unemployment insurance benefits (1948), 116; views on 
designation of beneficiaries (death benefit) (1942), 89. 

United Mine Workers of America: illustrative monthly benefits payable under 
industry pension plan of, 690; protest of, against Board ruling on captive 
coal mines (leading to 1940 Amendment), 87; years of service requirements 
in pension agreement, as precedent for railroad retirement ten-year pro- 
vision, 651. 

United Nations Secretary General, statement on need for coordination among 
retirement systems, 617-618. 

U. S. Courts, jurisdiction for reviewing Railroad Retirement Board decisions 
and compelling compliance to legislation, 169-171. 

U. S. President: appeal to management and labor for agreement in railroad 
retirement system in 1937, as implicit approval of separate system, 628; 
proposes integration in budget message (January, 1951), 2; supports 
Crosser bill of 1945, 96. 

U, S. Steel and Carnegie pension fund: functions in administering U. S. Steel 
pension plan, 189, 254; power of termination under, 198. 

U, §. Steel Corporation pension plan: changes in payroll, average earnings, 
contributions, wage basis, benefits and benefit formula, and maximum and 
minimum benefits paid, 268-274; comparison with railroad retirement and 
other public and private pension plans, 174-274; date established, 194; 
most important amendments in, 196; no supplemental pension plan under, 
196; no work clause under, 191, 258; provisions for non-work-connected dis- 
abilities under, 177; special noncontributory and contributory pension pro- 
vision under, 193; termination clause in, 198. 

——, administration (organization and costs), 189, 254. 

, awards, number of (retirement, disability, etc.), in 1951, 183-184, 233. 

, beneficiaries: average retirement age, by type of benefit (1951), 239, 265; 
information not available on average years of service for retirements, 1951, 
240; number of, by type of benefit (1951-52), 183-184, 234. 

——, benefit formulas: for age annuities, 181; for retirement pensions, 230. 

, benefits: compensation to which related, 219; illustrative monthly, show- 

ing coordination with social security, 690; minimum, maximum and average, 

being paid (1952), 184, 236; minimum and maximum, 183, 232; no elective, 

215; no lump-sum death, 214; no survivors’, 177, 212; total paid, as percentage 

of total payroll, in 1951, 184, 236-237; total paid, as percentage of total wage 

cost (direct and indirect), 259-260; types of, provided, 203; withdrawing 

employees not eligible for, 202. 

, contribution: 187-188; employer, 246; no employee, 246; total in 1951, 
188, 250-251 ; total payroll on which paid (1950), 188, 250. 

——, contributory basis, 245. 

. coordination of, with social security, 186, 240-244. 

, costs of, in 1951, 250. 

, coverage : classes of employees included in, 201; compulsory participation 

in, 202; special requests for, 200. 

, eligibility requirements: for retirement benefits, 207-208; for total dis- 

ability benefits, 210, 255-257. 

, employees covered: age and sex distribution, and years of service of, 261- 
262; number of, as percentage of total employees and of total eligible 
employees, 199; number of, in 1952, 198; proportion of older people and males 
among, 191; turnover among, in 1950, 266-267. 

———,, financing: actuarial reserve basis, 248; amortization of accrued liability, 
249; amount of reserve in 1951, 251; extent to which system is fully funded, 
248; insurance of, 247; investment of reserve funds, 252; methods of invest- 
ing reserves, compared with railroad retirement and other private and public 
plans, 430; of benefits based on prior service, 247; unfunded accrued liabili- 
ties, in 1951, and plans for handling, 249, 251. 

, retirement age, 177. 
































U0. S. Supreme Court. opinion, Railroad Retirement Board v. Alton Railroad 
Company (1935) 63-64. 
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Valuations. See Actuarial valuations. 

Vandenberg, Hon. Arthur, 88. 

Van Zandt, Hon. James, 127, 527, 546. 

Veteran Railway Employees, Inc., reply received from, 532. 

Veterans’ pensions: comparison with railroad retirement (1952), 7-8; not in. 
tegrated with social security, 690. 

Virginia, State of: description of retirement system, showing coordination with 
social security, 760; retirement annuities payable under retirement system, 
764-765. 

Voluntary pension plans. See Company pension plans; Railroad company pen. 
sion plans. 

Ww 


Wages, average monthly: as distinguished from average monthly remuneration 
(railroad survivor benefits), 486; method of computing under social security, 
compared with railroad retirement, 475-476, 669, 670; selected values, as 
factor affecting size of retirement benefits in social security, 474; various 
amounts, as factor affecting amount of survivor benefits, 484-486. See also 
Compensation, average monthly ; Remuneration, average monthly. 

Wages, in railroad industry. See Railroad industry. 

Wagner, Hon. Robert, bills introduced by, relating to railroad retirement (1932- 
45), 57, 59, 64-65, 74, 91, 92. 

Wagner-Crosser bill of 1932, compared with Keller bill of 1932, 58n; hearings 
on, 58-59. 

——— of 1935, hearings, 65-68. 

of 1937: compared with Act of 1935, 75-77; cost estimates, 1937-75, 77; 
hearings, 74-77; opposed by non-affiliated pension groups, 77. 

Wallace, Robert A.: correspondence of, on investment of railroad retirement 
reserves (1952), 447-455; ——_——, on effects of railroad retirement taxes 
(1952), 462. 

War Department: suggests legislation on military service credit, 88. 

War-service period, as defined for purpose of calculating military service credit, 
482. 

Warehousemen, opposed to Crosser bill of 1945, 97. 

Warren, Donald B., 339. 

Water-transport groups, opposed to Crosser bill of 1945, 97. 

Wheeler, Hon. Burton K., bills introduced by, relating to railroad retirement 
(1940-45), 87, 88, 91, 92. 

Whitney, A. F.: opposition to integration, 620. 

Widowers, definition of, for purposes of railroad retirement survivors’ annuities, 
under Amendments of 1951, 158, 471. 

Widowers’ annuities (railroad retirement): estimated costs of proposals to 
liberalize, 525-523; introduced under Amendments of 1951, 157-158; pro- 
posal to abolish, in bills introduced in 82d Congress, 546; proposal to liberal- 
ize, in bills introduced, in 820 Congress, 527-546; under H. R. 3669, as 
adopted by House (October 1951), 133. See also Survivors’ annuities (rail- 
road retirement). 

, age requirements position on proposals to liberalize, of employee organi- 
zations (1952), 551; ————, of employer organizations (1952), 557; ———, of 
interested government agencies (1952), 563. 

, amounts of: monthly (including average, and highest payable before 

1951 Amendments), for families, in December 1951, 504-505; ——~—, in 

December 1951, 503; not affected by receipt of survivor (option) annuity, 

488; total, annual, aggregate monthly and monthly (including highest, 

lowest and average) through June 1952, in 1951-52 and in June 1952, 465- 

466. 

, awards: number and percentage of, January-November 1951, by monthly 
amounts paid, 503; number of, through June 1952 and in 1951-52, by amounts 
paid, 465-466. 

——, benefit formula. See Widows’ annuities (railroad retirement), benefit 
formula. 

-, eligibility requirements: 470-474; comparison with social security and 











selected other retirement systems, 210-212, 676; conditional on employees 
having been “completely insured”, under Amendments of 1951, 158; methods 
of liberalizing, 524; more liberal, favored by Railroad Yardmasters of North 
America (1952), 535; position of non-affiliated pension organizations on pro- 
posals to liberalize, 572; under amendments of 1951, 157. 
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___—, recipients of: number and percentage of (December 1951), by monthly 
amounts received, 503; number of, as families, by family composition and 
monthly amounts (December 1951), 504-505; number of, (June 1952), by 
monthly amounts received, 465-466. 

Widows, definition of, for purposes of railroad retirement survivors’ benefits, 
under Amendments of 1946 and 1951, 155, 157-158. 471. 

Widows, aged, mortality rates for, moditied in fifth valuation family composition 
assumption, 397. 

Widows’ annuities (railroad retirement) : changes in relation of, to retirement 
annuities, as method of liberalizing benefit formulas, 524; estimated costs 
of proposals to liberalize amounts and eligibility requirements, 525-526; 
minority report on, of House Committee on Interstate and Foreign Com- 
merce (September 1951), 132; number of, for families, affected by social 
security minimum guaranty (December 1951), by average amount before 
and after amendments of 1951, 137; positions of interested government agen- 
cies on proposals to liberalize (1952), 562. See also Survivors’ annuities 
(railroad retirement). 

—_—, amounts of: as basis for amounts of other railroad retirement survivor 
benefits, 486; average, for families, affected by social security minimum 
guaranty, before and after Amendments of 1951 (December 1951), 137; 
comparison of, before and after Amendments of 1951, by years of service 
creditable (November 1951), 134, 136; not affected by receipt of survivor 

(option) annuity, 488 ; positions on proposals to increase, of employee organ- 
izations (1952), 549; —, of employer organizations (1952), 556; ———, 
of non-affiliated pension organizations (1952), 570; proposal to permit 
reduction of, in bills introduced in 82d Congress, 546. 

———, benefit formula: 485; applied to widowers, under Amendments of 1951, 
162; as applied to aged widows, compared with social security, 675; as 
applied to widowed mothers, compared with social security, 671, 676; as 
applied to widowers, compared with social security and selected other 
retirement systems, 220-230, 676; as provided under Amendments of 1946 
and 1951, 160-163; comparison with selected other retirement systems, 
220-230. 

——., costs of: effect of aged widows’ mortality rates on, 397; effect of family 
composition assumption on, 395; effect of widows’ employment under social 
security on, 415-421. 

——, duration of payments, under Amendments of 1946, 1951 and 1952, 159-160. 

——, eligibility requirements: methods of | beralizing, 524. See also Widows’ 
annuities (railroad retirement), age requirements; Widows’ annuities (rail- 
road retirement) for aged widows, eligibility requirements; Widows’ an- 
nuities (railroad retirement), for widowed mothers, eligibility requirements. 

Widows’ annuities (railroad retirement), for aged widows: comparison with 
social security, 671; under Amendments of 1946, 104. 

——-, age requirements: position on proposals to liberalize, of employee organ- 





izations (1952), 551; ————, of employer organizations (1952), 557; ——— 
of interested government agencies (1952), 563; ———, of M. babiene 


(1952), 587-588; proposals to liberalia », in bills introduced in S2d Congress, 
527, 546; reduction of, as means of liberalizing benefits, and estimated costs, 
529; ———-, favored by non-affiliated pension groups, at Joint Committee 
hearings in 1952, 141. 

——, amounts, of: average, for families, before and after 1951 Amendments 
(December 1951), 187: average, for families affected by social security 
minimum guaranty, before and after 1951 Amendments (December 1951), 
137; effect on, of social security minimum guaranty, 705-707; monthly 
(including average, and highest payable before 1951 Amendments), for 
families, in December 1951 and awarded January—November 1951, 504— 
505; ——, in December 1951 and awarded January—November 1951, 503; 
payable on the basis of various combinations of service and remunerations, 
484-486; probable future importance of social security minimum guaranty 
for, 651; total, annual, aggregate monthly and monthly (including highest, 
lowest and average), from June 1952, in 1951-52 and in June 1952, 465-466. 

» awards: number and percentage of, January—-November 19% ol, by monthly 

amounts paid, 508 ; number of, through June 1952 and in 1951-52, by amounts 

paid, 465-466; number of, January—November 1951, for families, by family 

composition and monthly amounts, 504-505. 
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, benefit formula. See Widows’ annuities (railroad retirement), benefit 


formula. 
——.,, costs of: estimated, in calculating net effect of financial intere *hange, 
332; ———, including allowance for effect of financial interchange, in fifth 


valuation (1950), 295; reimbursable from social security for employees with 
over ten years’ service, 333-334; various estimates (1946-50), 314. 

, eligibility requirements: 470-474; comparison with social security anq 
selected other retirement systems, 210-212, 675; conditional on employees 
having been “completely insured”, under Amendments of 1946 and 1951, 155- 
156, 158; more liberal, favored by Railway Yardmasters of North America 
(1952), 5385; position of non-affiliated pension organizations on proposals to 
liberalize, 572; under Amendments of 1946, 1948 and 1951, 154-158. 

———., recipients of: number and percentage of (December 1951), “A monthly 
amounts received, 503; number of (June 1952), by monthly amounts received, 
465166 ; number of, as families, by average amounts before and after 195] 
Amendments, in December 1951, 137; number of, as families, affected by 
social security minimum guaranty, by average amounts before and after 

951 Amendments (December 1951), 137; number of, as families, by family 
composition and amounts, in December 1951, 504-505. 

Widows’ annuities (railroad retirement), for widowed mothers: comparison with 
selected other retirement systems, 177; under Amendments of 1946, 104. 

, amounts of: average, for families, before and after 1951 Amendments 
(December 1951), 137; effect on, of social security minimum guaranty, 
705-707; monthly (ineluding average and highest payable before 1951 
amendments), for families, in December 1951 and awarded January—Novem- 
ber 1951, 504-505 ; ————, in December 1951 and awarded January—November 
1951, 503; payable on the basis of various combinations of service and 
remuneration, by number of children, 484-486; probable future importance 
of social security minimum guaranty for, 657; total, annual, aggregate 
monthly and monthly (including highest, lowest and average) through June 
1952, in 1951-52 and in June 1952, 465-466. 

» awards: number of, for families, January—November 1951, by family 

coniposition and monthly amounts, 504-505; number of, January—November 
1951, by monthly amounts paid, 503; number of, through June-1952 and in 
1951-52, by amounts paid, 465-466. 

——, benefit formula: see Widows’ annuities (railroad retirement), benefit 
formula. 

——— ., costs of : estimated in calculating net effect of financial interchange, 332 
———, including allowance for effect of financial interchange, in fifth valua- 
tion (1950), 295: various estimates (1946-50), 314. 

, eligibility requirements: 470-474; comparison with social security and 
selected other retirement systems, 210-212, 676: school requirement for 
children, 488 ; under Amendments of 1946, 1948 and 1951, 154-158. 

, recipients of : number of, as families, by family composition and monthly 
amounts received (December 1951), 504-505; number of (December 1951), 
by monthly amounts received, 137, 503; number of (June 1952), by amounts 
paid, 465-466. 

Williamson, W. Rulon, 101. 

Winant, John G., correspondence with M. Latimer on problem of coordination 
and integration of separate systems, and conditions under which separation 
warranted (1937), 629-630, 646, 692. 

Withdrawal and reentry: effect of, on cost significance of withdrawal rate as- 
sumptions, 382; ————, on service pattern assumptions, 390; not taken into 
acecount by Railroad Retirement Board in selecting new entrants’ age dis- 
tribution assumptions, 401-402. 

Withdrawal assumptions: of Railroad Retirement Board, described and evaluated, 
337, 381-389 ; — , compared with railroad retirement experience and civil 
service retirement system assumptions, 388. 

rates (railroad employees) : 381-389; as factor taken into account by 











Railroad Retirement Board in calculating costs of railroad retirement sys- 
tem, 325-326; comment of M. Latimer on effect of ten-year provision on, 589, 
583. See also Turnover. 

Withdrawing employees (railroad) : assumptions of Railroad Retirement Board 
on social security coverage of future, 418; compared with selected other 
retirement systems, 176-177, 201-202. 
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Wolverton, Hon. Charles A.: as author of Amendments of 1948, 111-118; state- 
ment at Joint Committee hearings (August 1952), 140. 

Wolverton amendments of 1948. See Amendments of 1948. 

Women: Amendments of 1946 affecting retirement age of, 96, 98-99, 109, 152; 
cost of lower retirement age inconsequential, and provision reasonable, 592- 
593; dual coverage among, 1937-50, 644 ; effect of proportion of, on mortality 
rates (service-retired employees), 360; proportion of employees compared, 
railroad retirement with selected other retirement systems, 261; retirement 
age for, lower in railroad retirement than social security, 612. 

Work clause: under railroad union pension plans (1932), 34-36. 

Work clause (railroad retirement) : common, for railroad retirement and social 
security, favored by Bureau of the Budget (1952), 5387; present provisions 
for, by age and type of beneficiary, 435; probable desirability of variations 
in, for different types of annuitants, 437; uniform, for retirement and sur- 
vivors’ annuities, favored by R. R. Reagh (1952), 538. See also Disability 
annuities (railroad retirement), work clause; Spouses’ annuities (railroad 
retirement), work clause; Survivors’ annuities (railroad retirement), work 
clause; Work clauses (railroad retirement), for retirement annuitants. 

, for retirement annuitants, limited existing restrictions: 481; as source 
of. savings in railroad retirement fund, 3-4; comparison with selected other 
retirement systems, 190-191, 257-253 ; comparison with social security, 679; 
estimated costs of proposals for liberalizing, 525; issue whether dual bene- 
fits restriction of 1951 is indirect work clause, 666; liberalization of, favored 
by American Shortline Railroad Association (1952), 536; liberalization or 
elimination of, favored by non-affiliated pension groups (1952), 538; minor 
effect of, on benefit costs, $64; on work for “last employer,’ evaluated by 
employee organizations, employer organizations, interested Government 
agencies, M. Latimer, and non-affiliated pension groups (1952), 548-549, hod, 
561, 568, 585; provision on, in memorandum of agreement (1937), 73; under 
Acts of 1934, 1985, and 1937, and Amendments of 1946 and 1951, 30-81, 148- 
151. 

—,— , proposals for additional restrictions: as method for effecting sav- 
ings for railroad retirement account, 434-442 ; —, evaluated by employee 
organizations, Federation for Railway Progress, interested Government 
agencies, and non-affiliated pension groups (1952), 553, 558-559, 565, 574— 
575; opposed by Federation for Railway Progress (1952), 586; opposed by 
M. Latimer (1952), 584-535; position on, of Railway Yardmasters of North 
America (1952), 535; probable effects of, 435. 

. proposal for social security- type clause: a major issue at Senate 
hearings on railroad retirement bills in 1951, 128; as pussible means of 
tightening benefits and reducing railroad retirement costs, described and 
evaluated, 5, 128, 434-442, 613-614; contained in H. R. 4641, 82d Congress 
(1951), 131; favored by Railroad Retirement Board in 1951, 9, 586; favored 
by Railway Labor Executives Association in 1951, 533; included in Murray- 
Crosser bills of 1951, but omitted in Amendments of 1951, 10, 125; not en- 
dorsed by House Committee on Interstate and Foreign Commerce in Sept. 
1951, 131; opposed by Railway Labor Executives Association at this time 
(1952), 533, 577; position on, of employee organizations (1952), D483 

, of employer organizations (1952), 555; - , of interested Govern- 
ment agencies, [40; —, of M. Latimer (1952), 584-585 ; —-——-,, of non- 
affiliated pension organizations (1952), 567-568. 

Workers, railroad. Sce Employees, railroad. 

Workmen’s compensation: comparison of total benefits paid under (1938-47), 
with railroad retirement and other retirement systems, 8; development of, 
19-20; governmental responsibility for social insurance first recognized in, 
19. 


| ——_—, proposed separate plan for railroad industry: effects of, on railroad 


costs, considered by Joint Committee on Railroad Retirement Legislation, 
441-442; opposed by Brotherhood of Railroad Trainmen and Brotherhood of 
Locomotive Engineers, 91; included by Railway Labor Executives’ Associa- 
tion in omnibus bill of 1942, 91; studies of, being conducted by Railroad 
Retirement Board (1942), 91. 

Working life expectancy, as factor affecting actuarial costs, railroad retirement 
and various estimates (1937-52), 309-317. 


| Workweek, length of: as factor affecting taxable payrolls, 405. 
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Years of service: required under American Telephone and Telegraph Company 


pension plan (1918-49), 277-289; required under Class I railroads, Pullman 
Company, and Railway Express Agency pension plans (1952), 26; re 
quired under railroad company pension plans, 25 n.; required under rail. 
road union pens on plans (19$2), 836; required under selected public ang 
private pension plans (1952), 75S—763. 


Years of service (railroad retirement): as factor affecting amounts of aze ap. 





nuities, before and after Amendments of 1951, 135; —— amounts of retire. 


ment annuities, compared with social security, 612 ; ———— amounts of sur- 
vivors’ benefits (widows, with and without children), before and after 
Amendments of 1951, 134, 186; ———— extent of operation of social security 
minimum guaranty, 656; ———— individual gains from ‘more favorable" 
computation of average monthly compensation, 587 ; ———— minimum retire. 
ment annuity, 477; ———— various benefit amounts, compared with selected 
other retirements systems, 178-181: ———— various minimum and maximun 


benefits, compared with selected other retirement systems, 181-183, 230-232; 
average compared with selected other retirement systems, 184-185, 259-240: 
defined, 468—469, 482; disturbing effect of, on average benefit amounts over 
periods of years, 515; of employees covered, compared with selected other 
retirement systems. 262-263; of railroad employees (1947, 1949-50), as indi- 
cation of turnover, 289-200, 606-607, 636-637, 695, 697: positions on pro 
posals to provide retirement annuities on basis of (1952), of employee 
organizations, 551; ————, of employer organizations, 557; proposals to 
provide annuities on basis of, in bills introduced in Eighty-second Congress, 
27, 546; retirement after thirty, favored by nonafliliated pension groups, at 
Joint Committee hearings in 1952, 141; selected values as factor affecting 
amount of retirement benefits, 474; ———— of survivor benefits, 484-456; 
taken into account, in selecting withdrawal rate assumptions, 382. See also 
Military service credit; Prior service; Quarters of coverage; Service pat- 
terns ; Ten-year provision. 


———.,, creditable: for retirement annuities, where employee received pay for 


time lost, 482; for survivor benefits, compared with selected other retire- 
ment systems, 186; maximum, including prior service, for retirement annui- 
ties, 482; removal of maximum as method of liberalizing benefit formulas, 
524; thirty-vear maximum, as factor affecting prior service credit assump 
tions, 899; toward retirement and survivor annuities, under Acts of 1934, 
1935 and 1937, and Amendments of 1940, 1942, 1946 and 1951, 78, 81, 83-S4, 
145-148. 


———-, creditable for military service: under Amendments of 1940, 88. See also 


Military service credit (railroad retirement). 


——, creditable for prior service: under Acts of 1934, 1935 and 1937 and 


Amendments of 1940 and 1946, 145-146. See also Prior service creditable 

(railroad retirement). 

-, creditable for service after retirement: effect of, on cost significance of 
immediate age retirement assumptions, 367; ————, on prior service credit 
assumptions, 3)9; not possible, under Act of 1987 and Amendment of 1546, 
145-146: opposed by Federation for Railway Progress (1952), 536; possible 
under Amendments of 1951, 34, 679; under conference bill of October 1951, 
133-134; under Murray-Crosser bills of 1951, compared with Amendments of 
1951, 126. 

——, required: as condition for being completely insured, 472; as factor 
aftecting estimated costs of increasing minimum annuities, 529; comparison 
with selected other retirement systems, 201; estimated costs of prop sals for 
liberalizing, for various types of benefit, 525-526; “fifteen-year provision” 
favored by Walt Sands (1952), 539; for disability and age annuities, as pre 
cedent for service requirement in ten-year provision, 130; for various re 
tirement annuities, 467-468 ; more liberal provisions, favored by nonaffiliated 
pension groups (1952), 588; — . favored by Railway Yardmasters of 





North America (1952), 535; positions on proposals to liberalize various 
benefits, of interested government agencies (1952), 563; ————, of M. Lati- 
mer (1952), 587-588 ; ———, of non-affiliated pension organizations (1952), 
571-572; positions on, in memorandum of agreement (1937), 72-73; reduction 
of number, as method of liberalizing benefits and eligibility requirements, 
524, 528; under Wagner-Crosser bills of 1937, 75. 
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. required for age annuities: normal and early, compared with selected 
other retirement systems, 203-208; under Acts of 1934, 1935 and 1937, and 


aie Amendments of 1946 and 1951, 61-62, 68, 78, 81, 111, 148-150. 


co 
nom —, required for coverage: no provision, compared with selected other retire- 
er rail. ment systems, 176, 199-200. ot : 
slic and , required for disability annuities: 490; comparison with selected other 
retirement systems, 208-210; effect of, on cost significance of recovery rate 
age an- assumptions, 364-365 ; liberalized, under Act of 1937 and Amendments of 
F retire 1946, 490 ; taken into account in. selecting immediate disability retirement 
of sur- assumptions in fourth valuation, 876-377; under Acts of 1934, 1935 and 1937 
d after <r of 1946, 68, 75, 78, 81, 508-513; under Crosser bill of 1945, 
CUPity 93-04. 
soak -, required for minimum annuities: under Act of 1937 and Amendments of 


1946, 109, 152. 

—, required for occupational disability annuities: comparison with selected 
other retirement systems, 177; R. R. Reagh in favor of abolishing require- 
ment (1952), 538; under Amendments of 1946 and 1951, 18, 148-149. 
required for total disability annuities: in memorandum of agreement 


| retire 
selected 
LXimun 
30-232: 


39-240; 


(1937), 73: under Acts of 1934, 1935 and 1937, and Amendments of 1946 and 
1951, 68, 75, 78, 81, 101-108, 148-150. 
——, required for women age annuitants: under Crosser bill of 1945, 96. 
Young, Hon. Milton R., 127. 
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PART 2 
ECONOMIC PROBLEMS OF AN AGING POPULATION 














CHAPTER 1 
INTRODUCTION 


In studying the Railroad Retirement System, the committee felt it 
desirable to take into account the general economic problems caused 
by an aging population—problems which face not only the individual 
aged person but all of society as well. If the Congress is to enact 
legislation affecting aged persons—in this case, retired railroad work- 
ers, their wives and ultimately their surviving widows and aged 
parents—then it becomes pure folly for us to be ignorant of such 
problems. In attempting to do its duty in this regard, the committee 
and its staff have assembled and analyzed most of the available sig- 
nificant data relating to economic problems caused by old age. In 
Joing so, the committee was deeply impressed with the vastness of the 
data compared with the lack of analysis and systematization which are 
needed for policy determination. The committee is hopeful that this 
part of the report will, to some extent, fulfill this need, but we also 
recognize that it represents only the initial stage of what should be 
done in this field. 

Over 450 separate bills and resolutions concerned with economic 
or related problems of the aged were introduced in the Eighty-first and 
Kighty-second Congresses. Of these, approximately 100 dealt with 
the Railroad Retirement System directly. The others dealt with the 
Social Security System, the veterans, military, and civil service retire- 
ment programs, the health needs of aged people, tax benefits to the 
aged, private pensions and annuities, the employment of persons in 
private industry and the employment of older workers by the Federal 
Government. Several resolutions requested investigations of the 
problems of the aging by select or standing committees of Congress. 
Nearly a dozen committees of the Congress have concerned themselves 
with problems of this nature. Studies of the House Ways and Means 
Committee, the House Post Office and Civil Service Committee, and 
the Joint Committee on the Economic Report—in its reports on low- 
income families, unemployment, and pensions—have all concerned 
themselves, at least in part, with some phase of the economic problems 
of the aging in employment and retirement. Several dozen issues cur- 
rently face Congress involving its policy toward the aging, eae 
those relating to retirement and social insurance programs, relief, 
savings, health, housing, taxation, employment, private pension plans, 
and others. 

Nearly two dozen separate Federal agencies are concerned with the 
problems of old age in their operating or research programs. These 
agencies are involved in programs of tremendous scope. The Federal 
(rovernment has concerned itself, directly or indirectly, and to a vary- 
ing degree, with the income maintenance, health, employment, hous- 
ing, and taxation of our elder citizens. It has done so by means of 
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education, individual financial assistance, technical and consultative 
assistance, development of standards and policies, institutional care 
and other direct services, and grants-in-aid, as well as providing incen- 
tives and regulation through the powers of taxation and regulation of 
commerce. In general, the Federal activities for the aged are not 
separately a or identified in the statutes, budgets, and admin- 
istrative work programs, but are incidental to programs and services 
with a broader scope or a broader clientele. 

The Joint Committee on Railroad Retirement cannot, in the course 
of this report, attempt to discuss all of these many programs. But 
in its analysis of the restrictions upon work by aed railroad work- 
ers (the retirement test or “work clause”), the age at retirement, the 
adequacy of the present level of railroad retirement benefits, and the 

roper role of the Railroad Retirement System, the committee felt it 
important to have an overall picture of the economic problems of our 
aging population. The committee deemed these to be properly 
related problems within the scope of the committee study as set forth 
in its authorizing resolution. 

The purpose of this part, then, is primarily to summarize existing 
statistical and other data pepaeene the economic status and problems 
caused by aging, generally, in employment and in retirement. These 
materials are factual and descriptive. They are intended to be a 
convenient handbook of basic data for the use of Congress in con- 
ducting hearings and considering legislation affecting not only retired 
railroad workers, but other segments of our aged ulation as well. 
The text accompanying the tables and charts included in this part, 
however, is not intended as a recommendation, or the basis of a recom- 
mendation, with respect to any proposed legislation. Not only are 
such recommendations outside the scope of this committee, but also 
no analysis of that nature has been attempted. 

The committee also wishes to emphasize that the discussion of a 

particular problem in this part is by no means an indication that 
such problem is necessarily the exclusive concern of the Federal Gov- 
ernment. The fullest cooperation and participation of all citizens, 
State and local governments, and private business and labor organiza- 
tions are essential to the development of an adequate solution to these 
problems. 
For purposes of this part, age 65 has somewhat arbitrarily been 
stink g as the dividing line yu which persons are classified as 
“aging” or “aged.” The use of age 65 reflects only the traditional, 
and perhaps outmoded, legal and economic notion of the beginning of 
old age, as found in the Railroad Retirement and Social Security Acts, 
and not the committee’s definition of “old age.” Were it not desirable 
for statistical purposes, no such dividing line should be used. Wher- 
ever it is pertinent or necessary for a fuller understanding of the data, 
figures are presented separately for the different sexes and races, as 
well as for different age groups. 

In the preparation of this part, the committee and staff have made 
use of available resources within the Federal Government and else- 
where. Inquiries were directed to all Federal agencies concerned, 
and nearly 50 private organizations. Over 100 different sources drawn 
from a variety of agencies, organizations, and publications, both 
public and private, were utilized in securing data. In its preparation, 
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the committee staff met with technicians from the leading Govern- 
ment agencies working in this field, particularly the Railroad Retire- 
ment Board, the Federal Security Agency, the Department of Labor, 
the Bureau of the Census, and the Legislative Reference Service of the 
Library of Congress. The committee has in particular drawn upon 
two Federal agency fact books: Employment and Economic Status of 
Older Men and Women, May 1952, which is Bulletin No. 1092 of the 
lnited States Department of Labor, Bureau of Labor Statistics; and 
Fact Book on Aging, issued by the Federal Security Agency, Commit- 
tee on Aging and Geriatrics, in the fall of 1952. Both of these agencies 
lave led in research in this field. This report is also indebted to the 
‘Twentieth Century fund, and the authors of its comprehensive study 
of the aged and pensions, John J. Corson and John W. McConnell. 

The committee was unable to use all of the many excellent materials 
it received concerning the general aay discussed herein. How- 
ever, it is extremely grateful to those who have responded to the 
requests of the chairman. 

Resentch in the field of the economic problems of the aging is filled 
with many errors and limitations. Individuals and organizations 
working directly in the field frequently lapse into overemphasis, over- 
simplification, and overstatements of the problems or their solution. 
(nadequate sampling, classification, definition, comparisons, selections, 
and undue reliance upon opinion were found in many of the studies 
perused by the committee staff. Small sample studies which had been 
conducted by various individuals or organizations often proved inter- 
esting, but too confined to be of value in this report. Moreover, we 
find that much of the more reliable data appears to be conflicting, and 
that reliable data on important problem areas is often totally unavail- 
able. The committee wishes to emphasize at the outset that the data 
contained in this report is more indicative than definitive and intends 
its use aceurdingly. 

Despite these limitations, however, the committee felt it important 
for Congress to have a single comprehensive survey of reliable data 
covering the field of the economic problems of our aging population. 
To the extent possible, only the most pertinent, useful, and reliable 
charts and tables have been included. The lack of information in 
some significant areas, and the amount of disagreements in the infor- 
mation presented to the committee by various sources with respect to 
other areas, emphasizes the importance of further research to enlarge 
existing knowledge. 

The committee hopes that part 2 of this report will prove of value 
to other committees, Members of Congress, and private citizens or 
public agencies active in this field. 

In developing this part of the report, the committee has concen- 
trated on the following aspects: (1) The growth of older people in 
number and proportion in our population, in various areas, and for 
various reasons; (2) the general economic status of these elder citi- 
zens, their income, the sources of their incomes, their financial needs, 
and their savings and assets; (3) the problems these older people face 
in employment, their participation in the labor force and in particular 
occupations and industries, and their employability and unemploy- 
ment; (4) their economic problems in retirement, and provisions for 
those problems by public and private sources. 








CHAPTER 2 
OUR AGING POPULATION 


Growth in number and proportion of the aged 

The growth in numbers of the aged and also in the proportion which 
they form of America’s total population during the twentieth century 
has been tremendous. Since 1900, the total population of the United 
States has doubled, but the number of persons age 65 years and over 
has quadrupled. As indicated by chart 1 and table 1, about 3 million 
persons, or 1 in 25, were age 65 and over in 1900. By 1950, those age 65 
and over totaled almost 1214 million or about 1 in 12. The number in 
this age group passed the 13 million mark in 1952 and is currently in- 
creasing at the rate of about 400,000 a year, Chart 1, showing the 
population changes in terms of the number within each age group, re- 
veals graphically the tremendous increase in the number of persons 
age 65 and over, greater than that of any other age bracket. 

Chart 1 also shows how the proportion which those age 65 and over 
form of the total population has grown from 1900 to 1950, doubling 
during that period. 


TABLE 1.—Population of the United States, by age and sex: 1900-1950 


[Percentages based on rounded figures. Figures for 1900-1930 adjusted to include persons of unknown age} 





i | 
| Number (in millions) Per- Percent distribution 
ea eee aetna ie ; 
ei in- | | | | 
Age and sex (years) | Creasel | 
|1900,. 1910 1920 1930 | 1940 | 1950 | 1900- | 1900 | 1910 1920 | 1930 | 1940! 1950 
| 1950 | | } 
aliadiabi eens ; s "| _ acai 
Total, all ages... _.- 87. 0,92. 0 105. 7 122. 8 131. 7 150.7 98/100. 0 100.0 100.0 100. 0 100. 0 100.0 
RRAG ooo deccesasass 118. 1/20. 4! 23.0, 24.1! 21. 22.2| 21.8] 19.61 16.2) 19.5 
10 to 19 ep 115, 7/18. 2) 20.1] 23.6! 24. 19.8) 19.0) 19.2! 18.3! 14.4 
20 to 34... : "ones e ee. {19. 5124. 2} 26. 5} 28,9) 32. 26.4) 25.1) 24.3) 25.0) 23.4 
35 to 44. : 1 9,2)11..7} 14.2) 17.2) 18 12.7) 13.4] 14.0} 13.9) 14.3 
45 to 54. | 6.4) 8.4) 10.5) 13.0) 15. 9.1} 9.9) 10.6) 11.8) 11.5 
55 to 64 c . _..| 40) 5.1) 65) 8.4 10. 5.5) 6.2) 69) 8.0) 8&8 
65 and over : : 3.1] 4.0) 4.9) 66) 9. 4.3) 4.6) 5.4) 68) 8&1 
Male, all ages........._.- in 8/47. 3) 53.9! 62.2) 66 93/100. 0 100. 0 100. 0 100. 0 100. 0.100. 0 
Under 10.- | 9. 1/10. 3) 11.6) 12.2) 10 65) 23.4) 21.8 21.5, 19.6) 16.3) 19.9 
10 to 19 1 7.9} 9.1! 10.1) 11.9) 12 39) 20.4 19.3 18.8 19.1 18.3) 14.6 
20 to 34 } 9.9)12. 5) 13.2) 14.8) 16. 74) 25.5) 26.4) 24.5, 23.8) 24.5) 22.9 
35 to 44 4.9 6.2) 7.4) 8.8 9 116) 12.6, 13.1) 13.7, 14.2) 13.9) 14.2 
45 to 54 3.4; 4.5) 5.7) 68) 8 156, 88 9.5 10.6) 10.9 12.1] 11.6 
55 to 64 2.0; 2.7; 3.4, 44) § 235} 5.2; 5.7; 63) 7.1) 82) 9<.0 
65 and over 1.6) 2.0) 2.5) 3.3) 4 262; 4.1) 4.2) 46) 5.3) 67) 7.8 
Female, all ages. - 37.2\44.7| 51.8) 60.6! 65.6 75, 9| ~ 104/100. 0 100.0 100.0 100.0 100.0 100.0 
Under 10 } 9010.1 11.4 11.9 10.5 14.4) 60) 24.2. 22.6 22.0 19.6 16.0 19.0 
10 to 19. __.- | 7.8 9.1) 10.0 11.7, 12.0 10 8) 38) 21.0 20.3, 19.3, 19.3, 18.3) 14.2 
20 to 34 --«----| 9. 6/11. 7} 13.3) 15.1) 16.7, 18.0 88) 25.8 26.2, 25.7, 24.9 25.5 23.6 
35 to 44 14.3'5.5 68 84) 91 10.9) 153) 11.5, 12.3. 13.1) 13.9 13.9) 14.4 
45 to 54__. ‘ /3.0| 3.9 48) 62) 7.5 8.7 190} 8.1) 87) 93 10.3, 11.4) 11 
a ccogactucssnt ees ede OO) 6S)... 64 230) 5.4) 5.4, 60) 6.6) 7.9) 8&7 
65 and over 11.5 2.0) 2.4 3.3) 46 65) 333] 40 45 


4.6) 5.4) 7.0) 86 


eres een — i 


Source: Adanted by the Bureau of Lahor Statistics from U. 8. Bureau of the Census, United Stat: 
Census of Population: 1950, vol II, Characteristics of the Population, pt. 1, United States Summary. 
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CHART 1 


NUMBER OF PERSONS IN THE POPULATION, BY AGE GROUP 
1900-1950 


MILLIONS OF PERSONS 


45-54 55-64 65 and Over 


CHANGING PROPORTION OF AGE GROUPS IN THE POPULATION 
1900-1950 


PERCENT 


ae ee 





jee | oe BeBe 


35-44 45-54 55-64 65 and Over 


Seurce: U.S. BUREAU OF THE CENSUS 


Equally significant, although not discussed in detail in this report, 
is the increasing number and proportion of persons in middle age. In 
1900, one person in seven was 45 to 64 years of age. Today the ratio 
has risen to one in five. Chart 1 shows that the group 55 to 64 years 
of age was second only to those 65 and over in the increase of its total 
number and proportion. Thus, today’s middle-aged are moving along 
toward a still larger population of old persons. As a result of these 
and other changes in the age structure the median age of the American 
population increased from approximately 22.9 years in 1900 to 30.2 
years in 1950, an overall increase of more than 30 percent. 

The committee and its staff have reviewed many projections of 
the size and proportion of the aged population in the future; these 
projections inevitably varied, but generally agreed that the propor- 
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tion of those age 65 and over will reach 9 to 10 percent of the total 
population in 1960, 9.5 to 11.3 percent in 1970, 10.8 to 11.3 percent 
in 1975, and from 11.6 to 13.2 percent between 1980 and 2000. The 
uncertainty concerning the proportion of the future population that 
will be in the older ages derives largely from the fluctuations in the 
birth rate. Chart 1 shows, for example, that there were nearly 30) 
million children under 10 years of age in 1950 compared with 21 mil- 
lion in 1940, reflecting a sizable, though perhaps temporary, increase 
in the number of children born. Possible further reductions in mor- 
tality at all ages constitute another source of uncertainty in predicting 
the size and proportion of the older population. 

In the United States we are not blissfully ignorant of this growing 
problem of old age, but we fail to give it the attention it deserves. 
Persons who have devoted their careers to building America’s economy 
must not be compelled to face privation and want in the twilight of 
their lives. And as the burden of caring for the aged who are unable 
to work continues to mount, we need to increase the opportunities for 
productive employment of those aged persons who are able and willing 
to work, but who are denied this privilege by arbitrary age restrictions. 


Aged women outnumber aged men 

Table 2 indicates that the increase in aged women has been greater 
than the increase in aged men. In 1950, there were for the first time 
more women than men in the total population. This excess for the 
population as a whole was 1 million and 0.7 million of this excess was 
found in the age group 65 years and over. 


TasLe 2.—Total population and population 65 years old and over, by sez, for the 
United States: 1900-50 




















Total population Population 65 years and over 

Census year Males | Males 

Male Female | per 100 Male Female | per 100 
females females 
— se aeaiplialalbagesl ins 
its niccctatesinckuiipnieadiniambieeedduabeas aucune 38, 816,448 | 37, 178, 127 104.4 1, 555, 418 1, 525, 080 102. 0 
1910_.- --| 47,332,277 | 44, 639, 989 106.0 1, 985, 976 1, 963, 548 | 101.1 
1920... .-} 53, 900,431 | 51,810, 189 104.0 2, 483, 071 2,450,144 | = 101.3 
1930... -| 62, 137,080 | 60, 637, 966 102. 5 3, 325, 211 3, 308, 594 | 100. 5 
0 SEN a eee er ee eS 66, 061, 592 | 65, 607, 683 100. 7 4, 406, 120 4, 613, 194 | 95. 5 
i incubinebewtac ntuenpiaiaieneibimeameell 74, 833, 259 | 75, 864, 122 98.6 5, 796, 974 6, 472, 563 | 89.6 


Source: U. 8. Bureau of the Census. United States Census of Population: 1950; vol. II, Characteristics 
of the Population, pt. 1, United States Summary. 


Chart 2 shows the number of aged men per 100 aged women from 
1900 to 1950. Although men in the upper age bracket at one time out- 
numbered the women in the same age group, they have since fallen 
behind. In 1950 there were about 90 aged men for every 100 aged 
women, whereas 50 years earlier there were 102 aged men for every 
100 aged women. Aged women did not outnumber their male counter- 
parts in number until the 1940 census, primarily because of the 
relatively large number of men among immigrants who came to this 
country during the periods of heavy immigration prior to World 
War I. Since then, the lower mortality rate of women, which is 
particularly pronounced at the upper age levels, have had the effect 
revealed in chart 2. Currently, there are more than 1,300 deaths 
among older men to each 1,000 deaths among older women. Popula- 
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tion projections foresee an even larger excess of aged women, with a 
concurrent increase in the prevalence of widows, by 1975. 
These facts point to the need for consideration of older women as 
a potential source of manpower as well as men. Moreover, this trend 
indicates the growing importance of wives’, widows’, and aged par- 
ents’ benefits in all retirement systems. 
CuarT 2 
AGED WOMEN OUTNUMBER AGED MEN 
MEN PER 100 WOMEN (65 AND OVER) 
90 100 


see ene me > * 
TOTATOTATE 


95.5 





896 


oso 


Source: Table 2, Federal Security Fact Book. 


Geographical variations 

As shown by table 3, there has been a considerable geographical 
variation in this country with respect to the growth of the population 
65 years and over. The findings of these tables are graphically illus- 
trated in charts 3 and 4. Although the West and some parts of the 
South had the largest increase in population age 65 years and over 
between 1940 and 1950, the highest percentage of aged persons in the 
population may be found in certain Midwestern and New England 
States where the increase has been very slight. One reason for the 
lower proportion of elderly people in many of the Southern States, 
where comparatively large proportions of the population are Negroes, 
is the difference in the mortality rates of whites and nonwhites. Per- 
sons age 65 and over constituted approximately 8.4 percent of the 
total white population in 1950, but formed only 5.7 percent of the non- 
white population whose life expectancy rates are much lower. An- 
other and perhaps more important factor is the higher birth rate in 


33494—53—pt. 2——-2 
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the South. Twelve of the 17 Southern States have birth rates higher 
than the national average. Thus there are relatively more children 
and relatively fewer aged in their populations. 

An even greater variation than that found among regions and divi- 
sions may be found in the different States. In Missouri, Kansas, Iowa, 
New Hampshire, Vermont, and Maine, over 10 percent of the popul: i- 
tion is 65 years old and over, while less than 6 percent is in this age 
bracket in Arizona, New Mexico, South Carolina, and North Carolina. 
Since these trends tend to be unique from State to State, there is no 
general formula for explaming specific differences. Census figures 
show, as will be pointed out later with respect to labor mobility, ‘that, 
generally speaking, older citizens migrate much less fr equentiy than 
other age groups. Thus, such States as Florida and California, which 
are widely recognized destinations for elderly migrants, have also 
been the destination of many peoples of all ages. In ‘addition to inter- 
state migration, geographic variations in birth rates and mort: lity 
conditions result in these interstate and regional differences. 


Tasie 3.—Total population and population 65 years old and over, by regions, 
divisions, and States; 1940 and 1950 


(A minus sign (—) denotes decrease} 


| Tanager v4 
Population, 65 years | 
old and over | 

| 

| 


Percent 
65 and 


| 
| Total population 


Per- 


Region, division, and State | F } | 
cent 


1940 1950 | Cent | 1940/1951 
| | — orease crease | 


1950 


United States ...----|131, 669, 275 1 14.5 9,019, 314 12, 260, 637| 


| 


Regions: | 
Northeast 35, 976,777) 39, 477, 986 { 2, 593, 994) 3, 445, a 
North Central ....-| 40, 143, 332 44, 460, 762 8 3,081,492 3, 973, 
South 41, 665, ¢ 47, 197, O88 3.3} 2,3 372) 3, 251, § 
West 13, 883, 265) 19, 561, 525 . 56) 1, 598, ¢ 


Northeast: 
New England : 8,437,200 9, 314, 453 5 
Middle Atlantic 27, 539, 487) 30, 163, 533 9. § , 878, 645) 
North Central | | | | 
Fast North Central 26, 626, 342 30, 399, 368 2 1,968, 764) ¢ 
West North Centra ns 13, 516, 990) 14, 061, 394 ; , 112, 728 
South: 
South Atlantic 17, 823, 151) 21, 182, 335 8. 968, 991) 
East South Central 10, 778, 225) 11, 477, 181 5. 612, 689 , 739) 
West South Central 13, 064, 525) 14, 537, 572 .¢ 718, 692 1, 033, 186) 
West: | 
Mountain , 150.003) 5, 074, 9¢ 22. 3 251, 161 358, 967) 
Pacific oe 9, 733, 262) 14, 486, 5: \ 792, 295) 1, 239, 431) 
New England | 
Maine 847, 226 913, 7 80, 325 3, 562 
New Hampshire . 91, 52 33, 242 8.! 48, 720 7, 793) 
Vermont 359, 2¢ 377, f 34, 492 39° 534) 
Massachusetts =a 316, 7% , 690, f 8. 368, 974 468, 436! 
Rhode Island 3, 346 91, 806 54, 284 70, 418 
Connecticut 1, 709, 24: \ ‘a 128, 554 176, 824 
Middle Atlantic: j | 
New York 13, 479, 14° , 192 922, 356) 1, 258, 457 
New Jersey 4, 160, 16 , 835, 329 . 2 278, 821 393, 989 
Pennsylvania 9, 900, 18 , 012 5. 677, 468 886, 825) 
East North Central: | 
Ohio : A, 907,612) 7, 946, 627 f 539, 729 708, 975) 
Indiana _-- 3, 427, 796| 3, 934, 224) 8} 288,036) 361, 026! 
Illinois. | 7,897, 2 , 712, 176 . 567,963! 754, 310) 
Michigan 5, 256, 106! 6, 371, 766 21.2} 330,854 461, 650 
Wisconsin 3, 137,587, 3, 434, 575| ; 242,182] 309, 917: 
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TABLE 3.—Total population and population 65 yeurs old and over, by regions, 


divisions, and States: 1940 and 1950—Continued 


{A minus sign (—) denotes decrease] 


Total population 


Region, division, and State 





Per- 

1940 1950 7 

crease 

West North Central: | 
Minnesota... ‘ abnineuts 2, 9R2, 483 6.8 
CC eT , 621, 073 3.3 
Missouri Seneca ep paanniae: 3, 954, 653 4.5 
North Dakota. -...-.-- pedeén 641, 935 619,636 —3.5 
South Dakota..--..-.- puntata 642, 961 652, 740 1.5 
Nebraska. ...---- ae 1, 325, 510 0.7 
Kansas ; aniaietiaigalel 1,801,028 1,905, 299 5.8 
ith Atlantic: 

Delaware ceinaicraraigtemesininnn det 266, 505 318, O85 19.4 
Maryland Sseeenene } 1,821,244; 2,343, 001 28.6 
District of Columbia- - - 663, 091 802, 178 21.0 


Virginia os 2. 3, 318, 680 23.9 
West Virginia. -- 1 2, 005, 552 5.4 
North Carolina 3, 571,623) 4,061,629 13 
1 2 

3 3 

2, 








South Carolina . 117, 027 11.4 

Georgia 3, 444, 578 10.3 

Florida oo 2, 771, 305 46.1 
East South Central: 


Kentucky 2,845,627) 2, 944, 806 3.5 
rennessee nhies - 2,915,841) 3,291,718 2.9 
Alabama. er .------| 2,832,961) 3,061,743 8.1 
Mississippi- ------.- 2, 183, 796; 2,178,914; —0.2 


West South Central: 





Arkansas 1,909,511) —2.0 
Louisiana. - - -- : 2, 683, 516 13.5 
Oklahoma ‘ nila 2, 233,351; —4.4 
EE Ua 6 entnds<sddewkeemenal 7, 711, 194 20.2 
Mountain: | 
ie Rectal airbases str aera wil 559, 456 591, 024 5.6 
FOU kines oconce Gaivhiengalpel | 524, 873 588, 637 12.1 
W yoming- -...---- ciao’ 250, 742 290, 529 15.9 
Colorado. .....-..-- Suttaillbenca | 1,123,296) 1,325, O89 18.0 
New Mexico.......-- Sita mabal 531, 818 681, 187 28. 1 
Arizon@..-.-..- = ‘ acta 499 261 749, 587 1 
UGE... dapenqssca ” ice 550. 310 688,862 25.2 
Nevada. . --.- Be a atkobadvedeenibe 110, 247 160, O83 45.2 
Pacific: ! 
Washington. - -- .| 1,736,191! 2,378, 963 37.0 
Oregon.....- ; _| 1,089,684 1,521,341 39.6 
California. ...-- nies ..----| 6,907,387 10, 586, 223 53.3 








Percent, 
65 and 
over 


Population, 65 years 
old and over 


Per- 





1940 1950 | SP hoselioso 
crease 

26.6 7.61 9.0 

19.9, 9 O10. 4 

25.1) 8. 4110.3 

22.4, 6.11 7.8 

24.4) 6.9) 8.§ 

23.4 80/98 

23.6, 8.7/10.2 

28.0} 7.7) 8.3 

$2. 4] 6.°] 7.0 

376.6) 6.2) 7.1 

38. 5) 5.8) 6.5 

37.2) 5.3) 6.9 

43.9) 4.4) 5.5 

41.4) 4.3) 5.4 

38.4) 5.1) 6.4 

$1.0) 6.9) 8.6 

24.3) 6.7) 8.0 

36.7; 5.9) 7.1 

45.8) 4.8) 6.5 

32. 5) 5.3) 7.0 

107, 260 148, 995 38.9) 5.5) 7.8 
119, 003 176, 849 48.6) 5.0!) 6.6 
144, 934 193, 922 33.8) 6.2) 8.7 
347, 495 513,420) 47.7) 5.4) 6.7 
36, 257 50 40.3 6.5) 8.6 
31, 700 43, 5: 37.3) 6.0) 7.4 
12, 558 18, ‘ 45.4) 5.0) 6.3 
86, 438 115, 5¢ 33.7) 7.7] 8.7 
23, 284 33 42.0, 4.4, 4.9 
23. 909 44 85.0 4.8) 5.9 
30, 215 42, 418 40.4) 5.5) 6.2 
6, 800 10, 986 61.6, 6.2) 6.9 
144, 320 211, 405 46.5 3 8.9 
92, 728 133, 021 43.5 8.5 8.7 
555, 247 805, 005 61.2, 8.0) 8.5 





Source: U. S. Bureau of the Census, United States Census of Population: 1950, vol. II, Characteristics 
f the Population. 
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Cuart 3 


WHERE AGED LIVED, 1950 
PERCENT OF TOTAL POPULATION 65 AND OVER 












[___] undER 7% = 
7-7.9% 
f=) 6-8.9% 
9% & OVER 
Source: Table 3, Federal Security Agency Fact Book. 
CuHakT 4 
WEST HAD LARGEST INCREASE IN AGED, 1940-50 





YY 


bo a8 
é 





[__] UNDER 25% 

EEE 25 - 34.9% 

35- 39.9% 

40% & OVER 

Source: Table 3, Federal Security Agency Fact Book. 

It should be emphasized that a relatively small increase in the num- 
ber of aged within a particular State may be far more significant 
when coupled with a much smaller increase in the total population 
and a decrease in other age groups. The rate of growth in aged popu- 
lations, State by State, tends to follow the rate of growth in the popu- 
lation as a whole (see chart 4). During the decade of 1940-50, States 
such as Arizona, Florida, California, and Nevada had the largest 
yercentage gains in population age 65 and over, but also had the 
tester relative increase in total population. States such as Iowa, 
Maine, New Hampshire, and Vermont, which had a relatively small 
increase in persons 65 years and over, also had a slower rate of increase 
in total population. Since large gains in the number of aged are gen- 





= 
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erally associated with large gains in older age groups, States with the 
most rapid increase in rr population are not necessarily the States 
with the highest ratio of aged persons. This is why charts 3 and 4 
show different patterns. 

One of the important trends affecting the economic status of the 
aged has been the general trend toward urbanization of the American 
population. In 1900 both the general population and the population 
65 years of age and over were predominantly rural. By 1950 about 
60 percent of the total population and of the aged population were 
residing in urban rather than rural areas (table 4). ‘The far-reaching 
effect of this urbanization will be noted later with respect to the 
employment status of the aged. 

TABLE 4.—Total population and population 65 years old and over, for the United 


States, urban and rural: 1900-50 
{| Urban-rural figures for 1950 based on old urban-rural definition comparable to that of previous censuses} 








Urban 





















Rural 
Census year and age | Total , ; ‘ 
7 ercent o r, ercent of 
Number total Number total 
7 ae sire? | 
All ages: Thousands Thousands Thousands 
SO abs dbiGaniictdudcccssdase 75, 995 30, 160 | 39.7 45, 835 60.3 
Co ee ae wes 91, 972 41, 999 45.7 49, 973 | 4.3 
Feiniccctaksavcswecuasenmes 105, 711 54, 158 51.2 51, 553 | 48.8 
BOS a ge ahichnchaniss 122, 775 68, 955 56. 2 53, 820 43.8 
a ec piitistahd tcckiteceinin eteesnnsnes Si 131, 669 74, 424 56.5 57, 246 43.5 
FO eit cataudaswavaddeus 150, 697 88, 927 59.0 61,770 41.0 
65 and over: 
TED. csadenne . 3, 080 (') (') @®) 1) 
1910. " 3, 950 1, 693 42.9 | 2, 257 57.1 
4, 933 2, 339 47.4 | 2, 504 | 52.6 
6, 634 3, 524 53.1 3,110 | 46.9 
9, 019 5, 073 56. 2 3, 946 43.8 
12, 270 7,418 60.5 4, 851 39.5 








1 Not available. 


Source: U. 8. Bureau of the Census. United States Census of Population: 1950, vol. II, Characteristics 
of the Population, pt. 1, United States Summary. 


Table 5 demonstrates that the United States is not alone in feeling 
the effects of a high proportion of aged in the population. 


TaBLE 5.—Proportion of the population of selected countries 65 years of age 
and over: Recent estimates 





Year of 

Country census or 

estimate 
AWE. .osdibiesesdese 1939 
AUGER ccc cde nccces 1947 
DO cnctdecsauns 11950 
i ee aaa 1934 
i Se ae 11950 
Czechoslovakia. --.-.- 1947 
DOR isccnsineonssn 11949 
PIRMOR. . caticdanende 11949 
France. ..... silted 11950 

Germany: Federal 
Republic. ........-- 1950 
GIOGIE, cectcteuessee 11949 
HURRIIP. kcnedncwesad 1941 
SOR ic hisses 11949 
WOUMRIE: «cs cstiaennen 1946 
a eis 11949 
Luxemburg..-......-- 1947 
MOREE s cnclsienenahenss 1940 
! Estimate. 


260 and over. 





Percent of 
population 
65 years of 
age or over 
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Year of 

Country census or 

estimate 
Netherlands._.......- | 11950 
New Zealand._...-.-- 11948 
OED Sin -- daenenede~ 11949 
PONIES 95... cn saceh 1 1949 
OUR dens Mégnnuey ; 11949 
i a ae } 1948 
GE iicenhsacgnnnne« 1940 
eee eee 11948 
|| Switzerland... ....--- 11949 

|| United Kingdom: 
England and | 
Went. «.cusssa. | 11950 
Northern Ireland. 11950 
Scotland _...-.- ebel 11950 
United States of | 

America... 11950 
Uv. Ga. B.. 1939 
Yugoslavia 1948 








Source: United Nations, Demographic Yearbook, 1949-50 and 1951. 
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Causes of an aging population 

The causes for these significant changes in the proportion of aged 
in our population, as stated by the leading technicians, are as follows: 
(1) the significant decline in the birth rate; (2) an increased life ex- 
pectancy or decline in mortality rates; and (3) a decline since 1925 
of immigration into the United States. 

Although the birth rate in the United States has ey been 
declining at a rapid pace in the last century and a half it showed a 
sharp increase during the last war and especially since the war. While 
the birth rate has remained at a high level during the last few years 
some students believe that the long-time decline will shortly be re- 
sumed, though at a more gradual rate than in the past. Regardless 
of future prospects, the evidence of the long-time downward trend is 
clear. The estimated birth rate of the white population in 1800 was 
55.0 per thousand but the comparable figure for 1940 was only 18.6. 
In 1800, there were 1,342 white children under the age of 5 per 1,000 
white women aged 20 to 44, while in 1940 there were only 419 such 
children. In 1790 the average size of the American family was 5.7 
persons. In 1950 it was 3.4. Immigration, which once contributed 
large numbers of young people to this country’s population, has had 
only a negligible effect upon the size of the population for the past 25 
years. 

As recorded in table 6 and illustrated in charts 5, 6, and 7, there have 
been spectacular gains in life expectancy in this country. An infant 
born in 1850 could expect to live less than 40 years but. life expectancy 

Cuart 5 


WE LIVE LONGER 
AVERAGE REMAINING YEARS OF LIFE 














YEARS aoa YEARS 
” | AGE 55 30 
60 
50 
40 
30 
————-— 20 

P AGE 65 

— . 
10 

eS ‘ 
0 1900-02 1949 
30 





oO erate 
1900-02 1949 1900-02 1949 
Source: Table 6, Federal Security Agency Fact Book. 
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CuHart 6 
Percentage Gein in Life Expectancy by Age 
White Males 1901 ond 1949 
I Goin es per cent of 1901 expectancy value 





Beurce: Nat’! Office of Vital Statistics. Gu. of Med. Econ. Res. A.M.A. 
CHART 7 
Life Expectancy ot Birth—All Races, Both Sexes 1900-1949 
Years 





° 
1900 19 1920 1930 1940 50 
Source: Mat’? Office of Vital Statistics. Bu. of Med. Econ. Res. A.M.A. 
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at birth increased to 49 years in 1900 and even more rapidly during 
the first half of the twentieth century. By 1949, life expectancy at 
birth had risen to nearly 68 years. As chart 7 indicates, this increase 
has been far greater at birth than it has been at the older age groups, 
because the most significant decline has been in the infant and child 
mortality rates. At age 85, life expectancy today is probably no 
greater than it was 50 years ago. In short, more people survive to 
older ages now than formerly, but having gotten there, they do not 
live longer now than did the older people of 1900. While life expect- 
ancy has increased markedly, the life span itself, or maximum length 
of life usually attained under the most favorable conditions, has ap- 
parently increased very little over the centuries. 


TaBLe 6.—Life expectancy, average number of years of life remaining at birth 
and at ages 20, 45, 60, 65, 70, and 75: 1890-1949 


: l 





























Total Whites Nonwhites 
Ages Years Total | | | 
Fe- Fe- Non- Fe- 
| me Males males Whites | Males males | whites Males males 
MGS. « ctncundas i see 42. 50 sili walbe a ey 
1900-19022) 49. 24 47. 88 5.70 | 49.58 | 48.23 51.08 | 33.78 32. 54 35. 04 
1909-19114) 51.49 | 49.86 53. 24 51. 86 50. 23 53.62 | 35.82 34. 05 37. 67 
1919-19212) 56.40 55. 50 57.40 57. 37 56. 34 58. 53 47.03 47.14 46. 92 
1929-1931 %| 59. 20 57. 71 60. 99 60.7 59.12 62.67 | 48.46 | 47.55 49. 51 
1939-19412) 63.62 61. 60 65. 89 64. 92 62. 81 67. 29 53. 85 52. 33 55. 51 
1949 67. 65 65. 15 70. 67 68. 43 65.9 71.5 60. 51 58.6 62.9 
PTR ncssicdns 1890 i ok MD Eten Meet itndanestonseneiilen ia Reuieiente ; 
1900-1902 42.79 | 42.03 0 OE 42.19 | 43.77 |....... 35.11 36. 89 
1909-1911 43.55 | 42.48 Cf) 42.71 |} ee 33. 46 36.14 
SE Dp wcinninntewsnnencinmene pane nroeeoveenie 45.60 | 46.46 |.......-. 38. 36 37.15 
1929-1931 |........ ee eideelconckessl “GREET GRE Inceness 35. 95 37, 22 
1939-1941 | 48.54) 46.91 | 50.37 | 49.47] 47.7 51.38 | 40.73 | 39.74 2.14 
1949 Se adcscecteee dp edensecnes 49.3 BOE. Donsacen 43.5 47.1 
ROE. cnncconun 1890 onceiiecel ee soi stints stn hatte dalek Al iia 
1900-1902 24.77 24.14 2 46 |... coset 24. 21 3 Fea 20. 43 21. 36 
1910-1911 24. 54 23.7 25. 36 ceunacll aaa ED Enc bacien 18. 85 20. 43 
PED Citinvinndicatendiseapenddtwadannen 26. 00 SA.S |....... 23. 55 22. 61 
1929-1931 |....- nh bets’ os buihaaenlics 25. 28 27.30 |... 20. 59 21. 39 
1939-1941 26. 90 25. 52 28. 46 27. 29 25. 87 28. 90 22. 82 22. 02 24. 00 
1949 GD A .cteeterineneeG tie wacaoh: Gated I a Nici gl 23.6 26.8 
BN Wain cccuans 1890 EY SR can ccesicvacdgen a eataeaedinuaandti be eS 
1900-1902 14. 76 14. 33 SO En nclaailins 14.35 3. = 12. 78 13. 60 
1909-1911 14. 42 13. 95 06.0 bicnccncs 13. 98 S660 tcccxs. 11. 76 12. 78 
3059-1081 [.....<<.- dite geno avanh ReneS 15. 25 | ==. 14. 74 14. 69 
1929-1931 |.......- iniancigllte ocetie ast aden nee 14.7: POR Incase 13.15 14. 22 
1939-1941 15.91 14. 99 16. 92 15. 98 15.05 17.00 15.18 14. 38 16.14 
1949 RM” Fo cant coh -ayagitagt tees 15.5 Be Tacsens~ 15.3 17.7 
ee Eee: Beteessan EE alin gaihcnbadh nk saunsanetemebiety si tenia na Rieti ens 
1900-1902 11. 86 11. 50 BEE inccundon 11. 51 I Vccusoues 10. 82 11.38 
1909-1911 11.60 11. 24 Bbc OO lacecoses 11. 25 SSE 9.7 10. 82 
og Oe a. ee ee 12. 21 Ss ye ra 12. 07 12. 41 
oe. 5 eS eee ee ee 11.77 * | 10. 87 12. 24 
1939-1941 12.80 12. 07 13. 57 12. 80 12. 07 13. 56 13. 02 12.18 13. 95 
1949 9: t-<=:: sescpetscse= 12.4 $c @ -foeso2e2 13.1 15 
ee 1890 sigtieinduaiee 9.35 (ozclucncepsclemehiinlenthn siichcelstianta isis a 
1900-1902 9.30 9. 02 RSP fincanke- 9. 03 Be Vasinnkens 9. 22 9. 62 
1909-1911 911; 8.8 OP tivandi~ 8.83 Da ivtensece 8.00 9. 22 
1919-1921 |......-. | cdnicimatbese ciewtbhbeseins 9. 51 J _———- 9. 58 10. 25 
1929-1931 |_......- b cashes awe dhne eek. 9. 20 PU Taino coas 8.7 10. 38 
1939-1941 10.00 9. 46 10. 56 9. 96 9. 42 10. 50 10. 93 10. 06 11.81 
1949 BE, Secnsnghmewcecsnbesooures 9.8 ls ilnianininnnct 11.8 14.4 
MOTE. a ccweabs 1890 es eS S| ee ee suid eedbakck sinctaenaiaiaatiain 
| 1900-1902 | 7.08 | 6.84 | 7.34 |_-....-- COE) PSE Ti ncscae 7. 55 7.90 
| 1909-1911 6 99 6.75 Pee Rensieda 6.7 . Vatapasocnsueel 6. 58 7. 55 
ae ee ee ee ee 7.30 A | ae 7.61 8. 37 
OED Bite A acu cccmenne mab etieeienced 7.02 7. 56 |... 6.99 8. 62 
1939-1941 7.62 7.22 8.01 7. 55 7.17 7.92 8. 97 8.09 9. 80 
1949 8.2 indrencaiaannre neuines sete « 7.5 8.5 bros 10.5 13.2 








1 Data are for Massachusetts only. 
2 Data are for Negroes. 


Source: Public Health Service, National Office of Vital Statistics. 
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Nevertheless, as indicated by chart 6, there has been a significant 
percentage gain in life expectancy even in the older age groups, though 
in total number of years added the figure may seem small. As shown 
by chart 7, the increase in life expectancy at birth has been generally 
persistent between 1900 and 1950, subject only to random fluctuations. 
(The only violent disturbance was the tremendous drop in 1918 caused 
by the influenza epidemic.) This trend is astounding when we realize 
that life expectancy at birth is now approaching 70 years with no 
leveling off yet apparent. Although this upward trend cannot con- 
tinue indefinitely, life expectancy at birth is conservatively estimated 
nevertheless to reach at least 71.4 years by 1975. Indications are that a 
further increase in life expectancy at the older ages is under way. 
Between 1930 and 1949, the death rate for white women fell 25 percent 
at ages 65 to 74 years and 20 percent at 75 to 84 years. The record for 
white neg at the advanced ages is less favorable but by no means 
negligible. 

Detailed life expectancy tables help explain not only the increase 
in the number of aged of our population, but also show variations 
according to region, race, and sex. 

The life expectancy in 1949 of women is shown by table 6 to be 
greater than that of men at all ages, with a difference of over 5 years 
at birth and around 2 years at age 65. Moreover, gains in life expect- 
ancy have been more rapid for females than males. Likewise, gains 
in life expectancy are more rapid for nonwhites than for whites, said 
to be due at least in part to the high rate of mortality believed to have 
prevailed in the nonwhite group in 1900. 

These tremendous increases in life expectancy result primarily from 
improvement in living standards and advances in medical sciences, 
particularly the effective control of epidemic infectious diseases and 
the reduction of infant mortality. This has resulted in prolonging 
lives of persons who formerly would have died in infancy, childhood, 
or young adulthood. 

As a result of these three factors, fertility, mortality, and immigra- 
tion, the proportion of younger persons has decreased with the de- 
crease in the birth rate, while the proportion of older persons increased 
with the increase in life expectancy. It has been said that despite this 


tremendous increase in the number and proportion of aged persons in 
the past half century, the future promises still greater increases. 





CHAPTER 3 
ECONOMIC PROBLEMS OF THE AGING: IN GENERAL 


Sources of income 


Only the roughest sort of data and estimates are available with 
respect to the sources of income of all persons aged 65 years and over, 
Table 1, which lists the primary sources of income of aged persons, 
is based primarily on estimates which have been published by the 
Social Security Administration. As stated therein, some persons re- 
ceive income from more than one of the sources listed. In general, 
however, the table indicates that today’s aged derive their incomes 
from the following sources: about one-third as earners or wives of 
earners; about one-third from social insurance and related programs; 
about one-fifth from old-age assistance programs, and much smaller 
percentages from private insurance, private pensions, or other private 
means. 

As table 1 further indicates, and as is illustrated in the trends re- 
vealed in chart 1, old-age and survivors insurance and other social- 
insurance programs have become increasingly important sources of 
income compared to employment. In 1945 for instance, some 36 per- 
cent received incomes as earners or wives of earners but only about 
1 in 8 were receiving benefits under social insurance and related pro- 
grams, most of which were then relatively new. 

TABLE 1.—Estimated number of persons age 65 and over receiving income from 
primary sources, 1940, 1945, 1950, and 19521 


December 1940 | December 1945 | December 1950 June 1952 
Source of income gil vil E | S ri i 
Num- Per- Num- Per- | Num-| Per- Num- | Per 
ber | cent ber cent ber* | cent | per | cent 
Mil- | Mil- Mil- Mil- | 
lions lions | | lions lions 
Total population 65 and over 79.1 | 100 210.6 100 212.6 100 | 213.2) 2100 
Employment 2.8 30.8! 3.8 35.8 3.9 31.0; 41] 381.0 
Farners 2.1 23.1 2.9 27.3 3.0 23.8 3.1] 24.5 
Wives of earners 7 7.7 8.5 9 7.1 1.0 | 7.6 
Private insurance : : (?) 8 4.7 (?) an 5.3 
Private pensions 2 2.2 3 2.8 3 2.4 4 3.0 
Social insurance and related pro- 
grams 5 5.5 15 14.3 3.5 27.8 4.4 33. 2 
Old-age and survivors insurance 1 5.3 8 7.5 2.6 20.6 3.4 25.8 
Railroad retirement 1 Rs 2 1.8 eS 2.4 .4 3.0 
Federal civil-service retirement 4.05 a 9 2 8 1 8 
State and local government re- | 
tirement ‘ ‘ 1.2 a .9 2 1.6 a 1.5 
Veterans program....._.. 2 2.2 3 2.8 3 2.4 .3 | 2.3 
= = = — — —3 
Old-age assistance 3.1 23.1 2.1 19.8 2.8 22. 2 2.6 19.7 
Other | (3) (@) wel (@) - 54.0 30.3 





1 Based on estimates of Social Security Administration; supplemented by composite estimates of New 
York State Legislative Committee on Aging; technical staff on social security (1946) of the House of 
Representatives Committee on Ways and Means; and the committee staff. 

2 Represents estimates of total population age 65 and over. Breakdowns do not add up to these tctals 
since many persons receive income from more than 1 source; (for example, in 1952 about 0.4 million persons 
are the recipients cf income from both the old-age and survivors insurance and the old-age assistance pro- 
gram). Also, in some instances, estimates were not available. 

3 Not available. 

4 Less than. 

§ Includes an estimated 1,000,000 persons receiving income from investments and ren and some 
2,000,000 primarily dependent upon relatives for support or without visible means of support. 
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CHART I 


ESTIMATED NUMBER OF PERSONS 65 YEARS OF AGE AND OVER RECEIVING INCOME FROM SPECIFIED SOURCE, 
DECEMBER 1930-DECEMBER 1952 


TOTAL &GED POPULATION AND NUMBER OF AGED ON INCOME MAINTENANCE PROGRAMS HAV SHOWN PARALLEL GROWTH INCREASING PROPORTION OF OLD-AGE INSURANCE 
BENEFICIARIES HAS RESULTED IN SOMEWHAT MORE PERSONS NEEDING BOTH INSURANCE AND ASSISTANCE TOTAL NUMBER OF AGED ON INCOME MAINTAINENCE PROGRAMS 


WILL REACH 7 MILLION BY ENO OF 1952 


MILLIONS OF PERSONS 65 YEARS OF AGE ANO OVER 
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YY INCLUDES PERSONS WITH SAVINGS, INCOME FROM INVESTMENT, INDUSTRIAL RETIREME|/T SYSTEMS, ETC 
2 DATA NOT AVAILABLE PRIOR TO 1940 INCLUDES CIVIL-SERVICE RETIREMENT, VETERANS PROGRAM, RAILROAD RETIREMENT, STATE AND LOCAL RETIREMENT PROGRAMS, ETC. 


FOR SOURCES OF DATA AND MEANING OF TERMS SEE SOCIAL SECURITY BULLETIN, JUNE 1950.2 16 OATA NOT ADJUSTED FOR OUPLICATIONS (EXCEPT AS BETWEEN OAS! AND OAA) 


Source: Report of New York State Joint Legislative Committee on Aging, 1952. 
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CHART 2.—Sources or INCOME oF PERSONS 63 aNp Over: DecemMBER 1951 


WHERE AGED GET THEIR INCOME 
PERCENT OF PERSONS 65 AND OVER, DECEMBER 1951 
sor 
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Source: Table 1, Federal Security Agency Fact Book. 


Chart 2 illustrates the differences between men and women as to 
primary sources of income, and the relative importance of such sources, 

It is very difficult to compare the sources of income of elder citizens 
with the adult population as a whole. However, some indication is 
given in table 2, which classifies the 1951 sources of income of all 
spending units, as defined by the Federal Reserve Board Survey of 
Consumer Finances, and those spending units whose heads were re- 
tired. As might be expected, a much smaller percentage of those 
whose head is retired receive income from wages and salaries, a some- 
what larger percentage receive incomes from rent, interest, and divi- 
dends, etc., and a much larger percentage of those interviewed who 
were retired receive one or more of the various types of pensions and 
welfare payments. Table 2 indicates, however, that the amount re- 
ceived from such payments is relatively small, though much larger 
for those whose head is retired than for all spending units, 








18 RETIREMENT POLICIES AND RAILROAD RETIREMENT SYSTEM 


TABLE 2.—Classification of 1951 sources of income of all spending units and 
those where head is retired, 1951 





Percent of Percent of 
1951 source of income ! all spending ae 
units head retired 
i 
Ds, Pe lio iticicknncnindacninncensavanadalneransnvglaameuel 7 } 
2. Rent (other than boarders and roomers) ..--....--- onanwb tenn eiiiedeemmincs™ 11 28 
3. Interest, dividends, ete....... ictal icniamiaee d nib pein gnieeneanellnenss 11 21 
4. Pensions, welfare and assistance payments, and other allowances - -__-.-._- 22 75 
(a) Less than $500...........- Vitbitisesddbieiteveniutenelane 10 14 
all inane i Ose ones 7 3 
Ce ne ID iia cele icone cea aeeednerscounscnncnsemeenbabes« 4 20 
ee S| a eer ra ae nid iiokes nina paneer 1 8 





! Some persons receive income from more than one source listed. 
2 A spending unit is a group of persons living in the same dwelling and related by blood, marriage, or adop- 
tion, who pool their incomes for major items of expense. 


Source: 1952 Federal Reserve Board Survey of Consumer Finance. 


Persons past 75 years of age are said to be more dependent upon 
welfare payments and private contributions than persons in their late 
sixties or early seventies. The latter are more frequently able to de- 
rive income from earnings, and such income was generally higher than 
those with benefits or assistance incomes. It should be emphasized 
that a large group of the aged, thought to be primarily widowed 
women, had no cash income at all, and are living with and being sup- 
ported by children and other relatives. However, estimates as to the 
number of aged without a primary source of money income vary 
widely. The tables published here make it possible to make a rough 
judgment as to the proportion of aged which is self-dependent and 
that which is dependent upon the public, family, or friends for at least 
partial support. Whereas nearly two-thirds of those age 65 and over 
in the United States were judged to be dependent in 1937 by a Social 
Security Administration publication, the data in this chapter would 
indicate that this figure has been cut nearly in half. 


Amount of income 

Despite the availability of detailed tables from the Bureau of Inter- 
nal Revenue and the Bureau of Census, figures as to the amount and 
distribution of income of our aged citizens vary almost as widely as 
estimates regarding the sources of that income. Causes for this varia- 
tion include differences of classification of wives of those with incomes; 
overstatement to census interviewers, and exclusions and exemptions 
in income-tax reports; and the failure to make a distinction between 
the income of all aged people and all aged income earners. The tables 
in this chapter refer primarily to the money income of those reporting 
with some cash income. Estimates of the number of aged with no 
money income of their own range from 18 to 36 percent, generally 
concentrating around a 25-percent figure. 

Tables 3 and 4 indicate the number and proportion of aged reporting 
income who find themselves in the low-income brackets. In 1950, over 
50 percent of the males aged 65 and over with income had incomes of 
less than $1,000, as compared with just over 20 percent for all males 14 
years of age and over reporting income. Over 82 percent of females 
age 65 and over with income reported it to amount to less than $1,000, 
while only about 51 percent of all females 14 years of age and over 
reporting money income were in this low-income bracket. 
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Table 3 also shows the income breakdown according to residents in 
urban, rural nonfarm, and rural farm areas. Here again, with respect 
to males in particular, the income-recipient population generally is 
not as heavily concentrated in the lower-income brackets as those age 
65 and over. Table 4 gives similar figures according to families and 
unrelated individuals. Just over 10 percent of the total families re- 
porting income had less than $1,000, but over 30 percent of those age 
65 and over (by age of head) fell in that low-income bracket. For 
unrelated individuals, 77 percent of the aged find themselves with 
income of less than $1,000, as compared to only 49 percent of the total 
population. The median income for unrelated individuals age 65 and 
over and for families with heads age 65 and over are $646 and $1,903, 
respectively, as compared with $1,045 and $3,319 for the general popu- 
lation. Whether the major source of earnings be nonfarm wages or 
salary, nonfarm self-employment, or farm self-employment, the data, 
where available, indicate that the aged are outearned proportionately 
by the rest of the population. 


TABLE 3.—Distribution of persons 14 years of age and over by total money income, 
by age, sex, for the United States, urban and rural, 1950 


} 


Total money income and sex | Total 65 and over 


j 
| 

UNITED STATES—MALE 
| 
| 
| 


Ee Se ae ; - waistcoat thousands 52, 592 5, 464 
Number of persons with income_.._..............--- Saye a do 7, 585 4,911 

Percent of those with income. ; ; ; ; : 100.0 | 100.0 
LOG. ndhalaaldtecanseda , ——" . Sinea eieneoeamreeastts 0.7 1.0 
$1 to $499._.....-- se = a 2 * za — “ 10.6 24.8 
$500 to $999_........- pentdeneKh haan ee 9.4 24.9 
Oh Oe Richins Satrcans che tae oukeegec 8.0 12.3 
$1,500 to $1,909..........-- srardreathenis Was andes i 8.4 | 8.0 
‘_y\ * Serer bs Segh ce aieb serio oleh asks lend 11.4 8.8 
J jolla iaihewermeaine = i asi | 10.2 5.0 
$3,000 to $3,499... ___- detrdbddeled owed abesceasredhce ated bt caddaianddak aad | 12.5 4.7 
ai dincntanubimegueenmenedd . ciaaliaetasel 8.4 2.5 
pe Le eee Lisablccnchanstesddoaameeentess 6.2 1.7 
CS eee chbensictn 3.4 8 
ei a ticiiditiad ext inmn endenmuentnn : “ 4.6 1.6 
Ce dindahnddinatdéuhainsesatuict dishoukbennatla 2.0 | mY 
$7,000 to $9,999... _- gah aimeg aaah ineeaatandes ‘ ae 2.0 .3 
ee a ne ee 2.0 2.1 
Median income for persons with income -. - oe $2, 570 $986 

UNITED STATES—FEMALE 

a ne ; thousands 56, 900 6,172 
Number of persons with income----___- set Waisisldibis sethenieeinstsicacia sath do... 24, 651 3, 328 

Percent of those with income. ------ discobusowandseuten sion 100. 0 100.0 
Loss a al Aa alates ila ane Shieaiacaaeel ‘ 0.3 0.4 
Oe Wi encmasdkacave navebtutacs eanaesin- ci ; 31.7 47.5 
$500 to $999 i ach a ln ciel cc ahathinaitnie nines trca ibaa ilirida : 19.8 34.5 
$1,000 to $1,499_.......-- saeeke “aon pe . : 11.4 8.0 
$1,500 to $1,999........._.. 5 si Carabidae ty chad talent on ee 12.2 3.1 
J. U!lU)”UlU eee in tela tailed mean ielpamcaiaaa anatase aaa 11.6 2.8 
SU ko dain teecadbenaenasbode aaa etek 4 6.5 1.0 
$3,000 to $3,499......_.....- sisdleccemanthne alin Sl a atta ia MEE ae a 3.3 7 
$3,500 to $3,999.......___- Sudha ae oe eitatiaticas jad : 1.2 5 
EE eee ee nithibaghasasti ab x 4 
$4,500 to $4,999...____- al ace «ff od 
$5,000 to $5,999....-......-- Foi cacthtdtd iateitn teak: a =a 
ee sn vasneimumesenensis aaa ante eee 1 a 
Wi ei Snegcicewaccaccecencenes a pode Bt a 
$10,000 and over___--.- et a ceaptinsand 2 4 


Median income for persons with income-._--.......--.----------- abel $953 $531 
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TABLE 3.—Distribution of persons 14 years of age and over by total money income, 
by age, sez, for the United States, urban, and rural, 1950—Continued 


Total money income and sex 





Total | 65 and over 
| 


URBAN—MALE 


| 
| 
| 


Number of persons. = ; sowie ...--- thousands 33, 678 | 3, 308 
Number of persons with income ae a 5 do 30, 787 2, 988 
Median income for persons with income $2, 804 $1, 272 


URBAN—FEMALE | 

| 
Number of persons ecenssae ..-.thousands _| 37, 738 | 4, 126 
Number of persons with income y elon a wl = do | 17, 790 | 2, 222 
Median income for persons with income n | $1,178 | $599 

j 

RURAL NONFARM—MALE 
Number of persons . atte cee? .....-thousands__| 10, 604 | 1,180 
Number of persons with income bi aeaeh tense sigkeln inennue 9, 48 | 1,043 
Median income for persons with income. bauekescbsasedene pushiwwied $2, 454 | $85! 

RURAL NONFARM—FEMALE | | 

| 

nL -_... .auiccmsanse kins ninelniteamne bimsbislaaiianaaiiba thousands__| 11, 558 | 1,312 
Number of persons with income Sa) ecesa inchs 6S alien es eae do | 4, 501 733 
Median income for persons with income... ..........--.-- Sodaebhed pSuoal 706 | $446 

RURAL FARM—MALE | 
Number of persons a 8, 220 | 076 
Number of persons with income Ls ante : do | 7,150 R80 
Median income for persons with income.-_................----.---- eaeanee | $1, 328 $586 

| 

RURAL FARM—FEMALE | | 
Number of persons a aS pinch nnonaaee eee thousands. .| 7,604 | 734 
Number of persons with income sudheucneealasnakbeeoun cmon do 2, 360 373 
Median income for persons with income... __- sin qubatinkahen tka tainkes dkendiin Ds $417 | 4 


Source: U. 8. Bureau of Census. 


It is interesting to note, on the other hand, that a relatively large 
percentage of aged unrelated individuals, and families with heads age 
65 and over, have no earnings whatsoever ; but that, compared to others 
without earnings, the median income for these aged persons is slightly 
higher. This is consistent with the data in table 2, which show a 
larger income received from welfare payments, etc., by the aged than 
by the general population. 
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Taste 4.—Distribution of families and unrelated individuals by total money 
income and major source of earnings, by age of head, for the United States, 





1950 
cnoncanheniele as . | 
| Families | Unrelated individ- 
, uals 
Total money income and major source of earnings a ews ———-————_ 
; 65and | | 65and 
Total over Total | over 
— NN — _ —— — a emo - 
TOTAL | | 
Wee jean hac cxttidinneonmaiaunbdens wate thousands 39, 822 4, 798 9,194 2, 480 
Percent.....-. 100. 0 100.0 | 100.0 | 100.0 
De a 5.8 14.7 | 27.8 39.1 
CIO Fe Baie in con cctkdluanceddesttanneansued 5.7 15.7 | 21.3 | 7.4 
$1,000 to $1,499... 6.2 12.6 10.4 | 9.4 
$1,500 to $1,999 a 7.0 8.6 8.4 } 3.5 
SP G00 00 Ges © dn Sntinineensaaas 8.9 8.8 9.3 3.4 
$2,590 to $2,989. .._.- 8.9 7.0 7.1] 1.9 
$3,000 to $3,499 11.7 | 7.4] 6.4 6 
$3,500 to $3,999 9.0 4.1 3.8 | 6 
Se cis int ahd on uid a bans aenwaabiaibos kexmiabiaies alain 7.9 | 3.8 | 1.9 | .5 
$4,500 to $4,999. ..___- 5.7 2.6 1.2] 1 
$5,000 to $5,999 9.0 4.4 | Bei oe 
£6,000 to $6,289 5.2 2.6} .41 3 
£7,000 to $9,999 5.8 4.5 .6 1.1 
£10,000 and over 3.3 3.2 4 | 5 
Median income......-..-- $3, 319 $1, 903 $1, 045 $646 
NONFARM WAGES OR SALARY } j | | 
umber. ...... hates bean thousands 29, 135 2,315 5, 209 494 
edian income................. $3, 584 $3, 004 $1, 931 $1, 006 
NONFARM SELF-EMPLOYMENT | 
imber. : Se eae : .. thousands. 3, 847 503 491 93 
edian income $3,821 | $2,115 $1, 250 () 
FARM WAGES OR SALARY 
Number pbuh aeisinadbhaiaadbemes ji thousands__! 1,044 123 322 a8 
\edian income ees $1, 571 $694 (‘) 
| 
FARM SELF-EMPLOYMENT 
fo ee aa ; _.thousands. 3,177 493 202 | 67 
Median income eae $2, 015 $889 (') | (¢‘) 
NO EARNINGS | | 
Number... ca la ededie See tle ...... thousands 2, 619 1, 364 | 3,040 | 1, 768 
PEOG TI iain iadic seine tbecdein nt sehenas : al $923 | $966 $577 


$475 | 


1 Median not shown where there were fewer than 100 cases in the sample reporting on income. 
Source: U. 8S. Bureau of Census. 


Table 5 presents another approach. Having seen in the previous 
two tables that a large percentage of the population age 65 and over 
was in the lower-income bracket, we now find, by table 5, that the 
aged form a disproportionately large, although by no means major, 
share of the low-income families in our population. As shown by 
table 5, nonfarm families with a head 65 years and over constitute 
approximately 8.1 percent of the total reporting income, but 11.6 per- 
cent of those whose income is less than $2,000 a year. It cannot, there- 
fore, be stated that the problems of low income in this country are 
primarily problems of old age. Nevertheless, far too high a pércent- 
age of the aged find themselves in this bracket. 

Similar findings were made by a study of low-income families of the 
Joint Committee on Economic Report. .Table 6 reports the median 
money income in 1950 of persons 14 years and over with income, ac- 
cording to age, and classifying these persons by marital status and sex. 
The median money income of both males and females 65 years and over 
is far below the same figure for all males and females and for those 
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in the younger age groups. Single and widowed aged persons appear 
to be in a more disadvantageous position according to this comparison : 
for, although the lowest median income is reported by cnmbi Sinan, 
age 65 and over, this figure is primarily the result of those whose spouse 
is present where the need for additional income is not great. 


TaBLE 5.—Families and unrelated individuals by residence, age of head, and 
total money income, for the United States, 1950 

















| . | $2,000 7 

Residence and age of head Total | Under to $7.0 

| $2,000 $6,999 | and. 

| 
| | | | 

Families and individuals ....thousands..| 49,000 | 16,000 29, 300 3. 700 
inca cickichaheccananeasense ; aie 100.0 | 100.0 100.0 | 100.0 
ra ak hc op accor tavene eves cees|,. 2 ae 61.9] 90.5 | 6 
Nonfarm... RE eS 69.7 43.4} 81.6 | 89.9 
Head under 25 years old slide ste nateldioa te nbeaeditaiatacaal 3.4 3.3 | 4.1 | 0.3 
RE OU I Oo ictiaconunknbacentwesrsonpnen cs 58.3 28.6 71.5 | 80. § 
ee ee eee ae eee, 8.1 11.6 5.9 | 1 
ae a haps tn nae Auli cee ua ae lena 11.5 18.5 8.9 7 
Unrelated individuals.........-.. (ibntnkndinintbeaneagens a" 18.8 38.1 | 9.5 | 4 





Source: U.S. Bureau of Census, 


TABLE 6.—Median money income in 1950 of persons 14 years old and over with 
income, by marital status, age, and sez, for the United States: Civilian popu 
lation, April 1951 


{Medians computed on base of persons reporting income of $1 or more rather than for all persons; not shown 
where base is less than 100,000] 



































Married 
—_—-— -—-  - - a | 
| 
Age and sex | Total | Single | | , Spouse absent i Divorced 
| Spouse | - ae | 
Total | present l | 
| | Total |Separated| Other 
$< ae fe | | ES ee oo —| ——_————___ ___ ____ 
Male, 14 years | 
and over..... $2, 570 | $1,160 | $2,930 | $2,959 | $1,886 $1,750 | $2,056 $1, 045 | $2, 242 
14 to 44 years__.......| 2,677 1,079 | 3,087 3, 105 2, 294 2,181 2, 422 2, 321 2, 509 
45 to 6&4 years........- 2, 854 1,940 | 2,980 | 3,015 1, 664 1, 383 1, 889 2, 042 2, 167 
65 years and over... .. 986 ST MAE Bete Betcncccubidsencameaieeckson 769 ~ 
Female, 14 years 
and over._...-! 953 1, 333 956 938 1, 098 995 1, 281 754 a8 
14 to 44 years.........| 1,135 1, 260 1, 037 1,042 1,125 996 1, 333 1,121 1, 617 
45 to 64 years. ___- --| 1,083] 2,022 969 959 | 1,163 1, 083 1,344 920 1, 500 
65 years and over..... 531 710 393 Slt Ebene cuadiieeabondakaininccusen  ) Ll 








Source: U.S. Bureau of Census, 


No attempt has been made in these tables to show trends over the 
years, although these have been similar to the trends shown in chart | 
on sources of income. ae stated, when the employment of aged 
people was at its wartime peak, a larger proportion of elderly persons 
was in the higher income brackets. At the same time that employ- 
ment has declined, however, the number of persons with income from 
public social insurance and private pension plans increased. In the 
past 2 years, the Korean conflict has again raised employment levels, 
more people than ever are drawing social-security benefits, and wage 
and income levels have risen with inflation; as a result a considerably 
smaller proportion of the aged were in the under $1,000 bracket in 
1951 than in 1950, and they were instead in increasing numbers in al! 











RETIREMENT POLICIES AND RAILROAD RETIREMENT SYSTEM 23 


other income brackets. A special analysis recently made by the Social 
Security Administration on the income of the aged, 1945-51, indicates 
that— 

1. Between 1945 and 1951 the percentage of persons 65 and over 
with money income of any kind increased from 63 to 71 percent. 

2. Among aged persons with money income, median Income rose 
from $574 in 1945 to $781 in 1951. This increase actually occurred be- 
tween 1945 and 1947. Between 1947 and 1951 median income has 
remained at about the same level. Among adults of all ages, however, 
median income between 1947 and 1951 rose 22 percent. 

3. The decline in the relative numbers with income from employ- 
ment and the gain in the relative number with income from social 
insurance and related programs is the primary reason for the increase 
in the percentage with income from any source, and for the failure 
of median income to show any gain. 

It should be emphasized here, and throughout this chapter, that 
income is not the only measure of the financial status of the aged, 
particularly money income. Those who own their homes, or receive 
contributions from children and others, must be taken into considera- 
tion, but the general level nevertheless appears to be lower than that 
for the population as a whole, on the basis of data presented herein. 
Whether the level is adequate or not is primarily one for individual 
determination, but will be discussed in a subsequent section. 

It should also be pointed out that median income figures are heavily 
weighted by the greater income of families or individuals whose ages 
range from 65 to 69. Income of those 70 years and over is undoubtedly 
considerably lower, as labor force participation drops even more 
sharply. Family income tends to reach a peak as the head of the 
family reaches the highest level of earning power, about age 45, inas- 
much as he is the principal earner in most feinilion In addition, the 
number of earners per family tends to reach a peak as the head of 
the family approaches middle age. Finally, the proportion of family 
heads in the labor force reaches its peak by age 55. Chart 3 indicates 
the median family income by age of head and major source of earnings, 
by age, for 1950. In each case, a sharp decline is shown for the older 
age groups. Income does not, of course, drop suddenly at age 65, and 
thus this chart enables a more complete picture than the tables com- 
paring the aged with the general population. The Joint Committee 
on the Economic Report pointed out in their study of low-income 
families and economic stability that low incomes in aged families 
constitutes a more serious problem than the same situation in younger 
families, because the former face the prospect of ever-increasing 
economic distress. 

Special consideration should be given to aged people whose chief 
source of income is one of the public retirement or assistance programs. 
It is apparent that the overwhelming bulk of such persons are in the 
lowest income brackets. Table 7 indicates the approximate annual 
income derived by such individuals and their dependents. The 1951 
social-security survey of old-age and survivors insurance beneficiaries 
indicates 75 percent are receiving less than $1,200 per person, and 37 
percent receiving less than $600 per person, including OAST benefits. 


33494—53— pt. 2——-3 
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Cuart 3 


MEDIAN FAMILY INCOME BY AGE OF HEAD AND 
MAJOR SOURCE OF EARNINGS, FOR THE 
UNITED STATES: 1950 


MEDIAN 
INCOME 
$4,000 
$3,500 
$3,000 
NONFARM ——o\ 
SELF - 
$2,500 EMPLOYMENT 
ai rralats cata a 
$2,000 %, 
$1,600 SELF - \ 
EMPLOYMENT —— 
$1,000 \, 
\ 
$ S00 





26 » 46 55 66 


AGE OF HEAD (YEARS) 
Source: U. S. Bureau of the Census. 


(Table 8.) These beneficiaries in the low-income brackets, according 
to the survey, managed in various ways, such as sharing homes with 
relatives, going into debt, drawing on savings, raising gardens or poul- 
try, or receiving other contributions in kind from others. anny 
speaking, we may conclude that the aged in the labor force have small 
incomes in comparison with the total working population, but more 
adequate incomes than those retired. 


Financial needs 


In general.—Having examined the sources and amount of income, 
and with the general finding that a large number of aged are in the 
low-income brackets, we turn next to the financial needs of these elder 
citizens. Table 9 shows the cost of an elderly couple’s total budget in 
34 American cities at October 1950 price levels as estimated by the 
Bureau of Labor Statistics. This represents a modest budget for a 
retired husband and wife approximately 65 years old, who maintain 
their own two- or three-room rented dwelling and who are able to get 
about and take care of themselves. The budget is designed to represent 
an adequate level of living, health standards, and normal participation 
in community life. Prices of about 70 items representative of a much 
larger number, were used to obtain the estimates. 
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TaBLe 7.—Average annual payments under selected Pena June 1952* 





Average 
Program annual 
payment 








Recipients of railroad retirement: 


Retived BOMOTGTIND. <<... ccccnccccncceseccstesce aciveedtuiss ‘ ee $1,144 

Couples benefit eins cima nne dame aciaian kgatnaiecouwdeeyensmksaadesemhicciaad ra 1, 58 
Old-age and survivors insurance: 

IRN i i icin entaraioaianiniinioats jitass 480 

Retired worker and eligible wife... appointee ain 840 
Federal Civil Service Retirement System: Employee annuitants : masa 1, 188 
State and local government retirement systems: Employee annuitants- -_- | 1,100 
Veterans compensation and pensions: Compensation and pensions payab le to Spanish- 

American War veterans Pataedtieatetnaed 2 oa onsbehe 1,117 
Group and individual annuities____...._._-- Satient cnachdcenadaal 2692 
Trusteed pension plan benefits_...............-- a ee ‘i (unanliniaeaane 2900 
ORd-0in Rak cecnsehatesdcendsacendiabédectnieterscktnbasnpccasetanennswnscenl 516 


1 T hese average monthly benefits include benefits paid as a result of early retirement, disability retire- 
ments, and short service, but exclude survivors benefits. 
Es ‘timated by the twentieth century fund for 1951. 


Source: Social Security Administration. 


TaBLE 8.—Percent of OASI penapetarsne in various total income brackets, 1951 





Percent with total annual 


Tot imbe ; 
Total number money income of— 


of beneficiary 
groups in cur- Ee ] 

rent Payment ‘Less than| $900or | $1,200 or 
— $600 per | more per | more per 


Type of beneficiary group 





sear person | person | person 
ATT GCOS CONAENIG sow ceiiccicnnccocnwncese sou 15, 553 37 | 36 | 20 
l-person groups: | | | 
Nonmarried men OAB’s__-_-__-_--- penaidaiincal 4, 248 | 27 | 41 25 
Nonmarried women OAB’s_------ 5 seasiteislhcaneanbibeniii | 2,031 | 39 | 33 17 
pv a a ae ieapaldlaiiiaada aieaat 2, 433 50 29 15 
2-person groups: | 
Men OAB's, wife entitled __._.....-. | 3, 974 39 | 32 15 
Men OAB’s, wife not entitled 2, 403 | 40 7 22 
Women OAB'’s, husband not entitled on wife’s wage | 
WONT iisiwh Steen aitnatnece oeeeenennecesecee| 404 | 24 50 36 


Source: National beneficiary survey, 1951, sample data, Federal ‘uanity Agency, Social Security 
Administration, 
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TaBie 9.—Dollar and relative costs of elderly couple’s total budget, housing and 
other goods and services, 34 cities: October 1950 


Relative differences 


Dollar costs (Washington, D. C.=i™ 


City and State q Other | Other 











Total | Hous- | —> Total | Hous- | Bo 's 
budget ing! | serv- budget | ing 1 = 
| ices | i 
sess giannaninaepetstineesisitininmnnssinai |_| -—_-|—-_——— 
Atlanta, Ga__. | $1,748 | $582 | $1, 166 4 7 | 8 
Baltimore, Md | 1,779 | 603} 1,176) 95 90 | "9 
Birmingham, Ala-.- } 1,772 | 607 | 1,165 | 95 90 | w 
Boston, Mass : ; | 1,880 | 640 | 1,240 101 95 | 104 
Buffalo, N. Y_..- 1, 698 534 | 1, 164 | 91 80 | 98 
Chicago, Il] a 1,818 | 578] 1,240 98 86 | 104 
Cincinnati, Ohio_. 1,650} 485] 1,165 89 72 8 
Cleveland, Ohio | 1,805| 690] 1,215 97 | 88 12 
Denver, Colo______.. Li } 1,746 | 577 1, 169 | v4 86 *® 
Detroit, Mich 1,818 | 573 | 1,245 | 98 85 { 
Houston, Tex ‘ 1, 855 | 670 | 1,185 100 100 | 0 
Indianapolis, Ind 1, 746 | 569 | 1,177 o4 5 0 
Jacksonville, Fla 1, 795 | 621 | 1,174 96 | 93 | 8 
Kansas City, Mo 1, 687 | 507 | 1,180 | 91 76 y 
Los Angeles, Calif 1, 866 605 | 1, 261 100 #” 1 
Manchester, N. H 1, 737 550 | 1,187 93 | 82 100) 
Memphis, Tenn --| 1,726 563 1,163 | 93 | 84 | QR 
Milwaukee, Wis | 1,908 705 | 1, 203 | 102 105 101 
Minneapolis, Minn | 1, 765 577 1, 188 95 | 86 ¥) 
Mobile, Ala - | 1,620 475 1,145 87 | 7 ” 
New Orleans, La | 1,602 436 | 1,166 86 | 65 s 
New York, N. Y 1,782} 6543 | 1,239 | 96 | 81 { 
Norfolk, Va - 1,774 612 1, 162 | 95 | 91 
Philadelphia, Pa... -- 1, 783 587 | 1,196 | 96 | 87 | 
Pittsburgh, Pa__.._- | 1,767] 554] 1,213 | 95 | 83 | 
Portland, Maine | 1, 733 | 548 | 1, 185 93 | 82 | " 
Portiand, Oreg........... } 1,866 630 | 1, 236 100 | 94 | { 
Richmond, Va_-. ; } 1,712 | 581 | 1,131 92 | 7 | 
St. Louis, Mo ey -<} 2713 527 1, 184 | 92} 79 9 
San Francisco, Calif 1, 833 567 1, 266 98 85 | 105 
Savannah, Ga | 1,658 | 532] 1,126 89 | 79 | 4 
Scranton, Pa one “ees 463 | 1,151 87 | 69 Q7 
NIN II 9 oleae Ries 02a s eee 1,852} 583} 1,289] 99 | 7 | 6 
Washington, D. C_..... | 1, 863 671 1, 192 100 | 100 100 
i | ' 


1 Average rent paid in each city for tenant-oceupied 2- and 3-room dwellings, built or converted before 1947, 
that conform to the housing standards specified for the budget, plus the cost of required amounts of heating 
fuel, gas, electricity, and water. 


Source: Monthly Labor Review, September 1951. 


Note.—The “budget family” consists of a husband and wife approximately 65 years old, who maintain 
their own 2- or 3-room rented dwelling and who are able to get about and take care of themselves. 
husband is retired or has only occasional employment. The family does not own an automobile. 
elderly couple’s budget was designed to represent a level of living which provides the goods and services 
necessary to maintain health and allow normal participation in community life, in accordance with current 
American standards. Sccial and conventional as well as physiolegical needs are taken into account. The 
level of living described is not luxurious but is sufficiently adequate to provide for more than the basic 
essentials of consumption. 





rhe 
I'he 


The table shows that a modest budget for elderly couples, approxi- 
mately 65 years of age and living in large cities, 1s estimated to cost 
from $1,602 in New Orleans to $1,908 in Milwaukee at October 1950 
price levels. This should be compared with the figures given in 
tables 3 to 8 showing the large proportion of individuals age 65 and 
over and families whose head was age 65 or over who, in the same 
year, had incomes less than $1,000. 

Table 10 shows budgets, excluding housing, for elderly single men 
and women broadly based upon the same ealselations. These latter 


budgets were especially prepared for the committee by the Bureau of 
Labor Statistics and are the first such budgets to be published. The 
rough estimates given here were derived from the data used in the 
previous tables where possible, cost of housing not being available. 





— == 
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100 
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The 1947 food costs for a single elderly person living in housekeeping 
quarters were estimated at 72 percent of the cost for an elderly couple. 
The price indexes were applied to obtain 1952 estimates. Again, the 
comparison of such budgets with the income of singie men and women 
shows a wide variation or discrepancy between amount of income and 
income needs. 


TaBLeE 10.—Rough estimate of the annual cost of a budget for single elderly men 
and single elderly women in selected cities for selected dates, ercluding hous- 
ing 

Washington, D.C. | Chicago, Ill. Detroit, Mich, 


Item | Men Women Men | Women | Men Women 





| 1947 | 1952 | 1947 | 1952 | 1947 | 1952 | 1947 | 1952 | 1947 | 1952 | 1947 | 1952 








Total (excluding 


| j 

housing) ..........| $609 | $746 | $594 | $726 | $611 | $747 | $592 | $720 | $624 | $762 | $618 $750 
Food. ....- ----------| 377 | 457 | 377 | 457 | 384 | 465 | 384] 465] 389! 470] 389] 470 
Housing !............-...-| N.a | N.a. | N.a. | N.a. | N.a. | N.a. | N.a. | N.a. | N.a. | N.a. | N.a. | N.a. 
Clothing rains ian 59 68 46 18 | 59 68 50 52 53 6l 5l 53 
Medical care and supplies- 49; 62 62 79 39 50 50 4 46; 58/ 60 76 
Personal care. ......----.. 19 22 17 20 19; 22 13 15 19 22 15 17 
R ation and reading. -. 37 45 37 45 45 54 45 i Al 61 51 61 
Tobaceo alicatinae teh 17 20 4 5 20 24 5 6 18} 22 4 5 
Transportation nielactinaaitiads 26; 4i 26 | 41 25; 30) 25 39 27 42 27 42 
Gifts and contributions - -- 25 31 25 31 20; 25 20 25 21 26 21 26 


beds: age Chicago, Tl. Detroit, Mich. 


Item 


1947 1952 1947 1952 1947 1952 





Rent and maintenance costs for a 2- or 3-room apart- } | 
ient as included in the elderly couples’s budget | | | 
smounted to --==} $811 | $872 $660 $786 | $656 $788 
Cost of room and board for single workingwoman. ---- nage te becnme - ‘ | = aa 





! Estimate for elderly single persons not available. 
Source: U. S. Department of Labor, Bureau of Labor Statistics, October 9, 1952. 


Table 11 shows the budget for elderly couples in eight selected 
cities at June 1947 prices. Although this is more out of date, this 
budget does break down the various cost items of the budget to show 
the relative needs and importance of various items in the elderly 
couples’ budget. In the 13 selected cities for which costs were cal- 
culated in both 1947 and 1950, the elderly couples’ budget advanced 
in cost from 4 percent in Washington, D. C., to 34 percent in Houston, 
Tex. This large variation was due chiefly to differences between the 
cities in changes in housing costs, reflected partly by the removal, in 
many instances, of rent control in October 1949. The housing costs 
are determined by local conditions more than other goods and services. 
Comparison with budgets developed for 1938 show a much larger 
percent increase, including over 100 percent for food and clothing. 
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TasBLE 11.—Annual cost of budget for elderly couples, 8 selected cities, at June 
1947 prices 





| 
} 
} 
| 
' 

















































































































. “ * . ee ee Pot 
g a f <3 .« | 2 | s 
oP» ou & . - @ aa ; coc. 
Item z= ~3 Be =? | Zé gs os 
ga | se | 88 | ZS | so | Es | 2 | = 
|= |a | bu a = S ig 
| | 
eae Aan een eer —__— __—|- | —_——_—. 
,. | Seen Satan nbileteatstentades $1, 767 | $1,638 | $1,553 | $1,589 | $1,519 | $1, 476 $1, 365 
Food, total 1_...............--.----- 524| 833] 512] 510] 524 518 rr 
Family food at home. .__..--_-- 75| 484] 464 463 474 470 480 467 
Guest meals served | 28 28 27 27 28 27 28 a 
Meals purchased (net additional | | 
 iiereccnwiakenmnenen ; 21 | 21 21 20 22 | 21 21 | 21 
Housing, total ?...............------ | gi} 700| 683] 612| 507] 575| 5621 469 
| ——| | Ae em fee 
Rent, heat, and utilities.....__- 686 578 529 467 476 440 455 5 
Household operations __..___- 83 78 83 101 7 91 63 71 
Household furnishings. -- .- ~~... 42 44 41 44 43 44 44 43 
SS SSS SS SSS SSS | SSS Sess ja 
UN Oo ccccincocncndcucns | 105 | 95 | 97 100 101 108 93 | 2 
oe 42 co 2 oo ate 59 52 | 57| 61 5 | 63 52 | 53 
Ng Sid | 46 43 40 | 39 43 | 45 41 39 
Medical care, total... ._-- ae Ze ut | 93} 87] 107] 101| 86 s2} 104 
RS epost 45 37| 34] 42 40 | 34 32 41 
| | 58 48 45 | 57 53 | 44 42 
Medical supplies - ‘ | 8 8 | 8 8 8 | 8 | 8 8 
Other, total. ...............- --.---| 26] 217{ 204] 210] 196] 189] 178] 185 
Personal care....................| 36] 29] 32 3{ 29] 2| 27] 26 
Recreation and reading........_- 55 60 | 58 61 | 55 | 55 54 | 6 
, SE st 21 26 21 24 | 22 | 20 25 | 24 
Transportation...........-...-.-| 53 | 54 48 | 46 46 | 42 | 30 :9 
Gifts and contributions #__.....- | 51 | 48 | 45 45 | 44 | 43 42 40 
| i | 1 | | } 











§ Provides for 2,190 meals (3 meals per day per person, 365 days per year). 
8 Includes adjustments for differences in requirements due to climate. 
§ Allowance for this category is 3 percent of all other expenditures. 


Source: Bureau of Labor Statistics and Social Security Administration. 


It is generally stated that the elderly couple’s budget costs about 50 
percent of that for the four-person urban family, while two-person 
families on the average required about 65 percent of the amount spent 
by four-person families. Elderly couples are said to have relatively 
smaller needs. Requirement scales developed by the WPA some years 
ago for food, clothing, and miscellaneous items, for persons of differ- 
ing age, sex, and activity, showed that employed men and women and 
unemployed men and women required less food if they were age 65 
and over, but approximately the same amount of clothing and mis- 
cellaneous items (other than medical care) than their corresponding 
number in younger age groups. These budgets were also smaller for 
families headed on aged 65 and over whether employed or unem- 
ployed than for other age groups, regardless of the number of persons 
in the household. 


Family needs 

However, family responsibilities do not suddenly disappear at age 
65. Table 12 shows the marital status of persons age 65 and over, 
and table 13 their household relationships. The same proportion of 











le 
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men age 65 and over are married with their wife present as is true 
of the male population (14 years and over) asa ake This is be- 
cause, although a much larger percentage of them are widowed, a much 
smaller percentage are single. With respect to women, however, 55 
percent of those age 65 and over are widowed, and less than 35 percent 
married with their husband present. Because of the lower mortality 
rate which women enjoy, as previously discussed, and because women 
tend to marry men older than themselves, relatively more women than 
men lose a spouse through death, and more older women than older 
men are widowed. Moreover, remarriage after the death of a spouse 
is more frequent among men than women. It is not until they are 
85 years or so that a majority of men find themselves in a widowed 
state. 


TaBLeE 12.—Marital status of persons 14 years old and over, by age and sex, for 
the United States civilian population: April 1951 



































Year, marital status, and | Total, 14 | 65 years || Year, marital status, and | Total, 14 | ¢5 years 
ons | years and and over | ee years and |, ‘ove 
over \ ses | over , over 
ees ! — = — 
1951 | | 1951 
} 1] 
stints cxtos ccs | 53, 420, 000 | 5, 592, 000 | We cw eidecsies 57, 354, 000 | 6, 292, 000 
GINGIOs cce cues / 12,984,000 | 424,000 || Single........_- .---------| 10,946, 000 486, 000 
a, 37, 354, 000 | 3,738,000 |} Married_.............._- 38, 124, 000 | 2, 286, 009 
Wife peene 35, 998, 000 | 3, 612, 000 || —_— ——e “ ; | 35, 998, 000 | 2, 180, 000 
SDE 1} usDan in rme 
"oer ees a iene | 536, 000 1} Foress. ; ; = 536, 000 
na re | 35, 462, 000 | 3, 612, 000 | Other ___- , _...} 35,462, 000 | 2, 180, 000 
Wile ei 6 ics ies | 1,356, 000 126,000 || Husband absent <osessassi)! 2 Gee 106, 000 
BaPOTGRNG . ccccccenccce } 628, 000 52, 000 || Separated _.._. 1, 060, 000 54, 000 
CEE w cn ewn ewan 728, 000 | 74, 000 || Husband in Armed | 
Widowed 2, 216, 000 | 1,366, 000 1 on™ is Aan eigenen eileen 308, 000 |.......... 
Divorced 866, 000 64, 000 |! ec ccanas 668, 000 52, 000 
|————|—— |} Widowed... 7,084, 000 | 3, 460, 000 
FUGIEE, 60caetines« 100.0 | 100. 0 Divorced. -_..-. tee ae 1, 200, 000 60, 000 
|} —_———_ | ——————_——— |—-- 
Oe ie 24.3 7.6 || PO is Sinn Sn css 100.0 | 100.0 
Married.....-.---- ; 69.9 66.8 || pease ise 
Wife pret, mn : 67.4 64.6 | pean priitinsscnenresee 19.1 7.7 
Husband in rme I chi peel Gelatin ik al aie 66. 5 36.3 
PUK isi cdacseeee~ : aoe DP hictden ‘ Husband present. --__-- 62.8 34.6 
OO... saseioxe 66. 4 64.6 Husband in Armed 
Wife a. SLITS A 2.5 2.3 | ‘ — eee Beta 0.9 ; 
Separa' 1.2 0.9 || ther iabisosbans 61.8 34.6 
rrr 1.4 1.3 || Husband absent...__..__-- 3.7 1.7 
Widowed........... 4.1 24.4 | Separated _. .._. ols 1.8 0.9 
DIGG ii caciannnccdanodan 1.6 1.1 i| 7 in Armed ‘ 
1| PR aakcndusabda’ Ral Seance 
|<, tber........----.------ 1.2 0.8 
OE culaics ancetcieeaiabenssacal 12.4 55.0 
| Divorced. ____.. Feiotiscls | 21 1.0 
| 1} 





Source: U. S, Bureau of Census. 








30 RETIREMENT POLICIES AND RAILROAD RETIREMENT SYSTEM 


TaBL_e 13.—Household relationships of persons 65 years of age and over, by sev, 


1950 
Type of household and household relationships Total | Men Wome 

BOONE... wae : ; - é 100 100° 
In households__.__-- Se a ek a a io eal Of 4 
Own household. -- Swiebcentak oghoge itnsiaeeeral 4 7 69 77 
Married and living with spouse ; pberd dade ke wee 44 60 
Living with relatives other than spouse. -- : one ae. ll 8 
Living alone, or with nonrelatives a bs <ueeeeet 14 9 
Not in own household -_.-___-_- > sade ; ; ; > 26 17 
Living with relatives -_ ‘ 5 ‘ 21 13 
Living with nonrelatives : ree 4 4 
In quasi households a ‘ adel a 6 6 

TON s ncvvanshacinen<h-quarchh pees ink acudnined <eaae sede eee ees 100 100 ; 
In families (1 or more relatives present). _......--.-- Reiebscpcatioueel 76 80 
Not in families (no relative present) ein yspainiith macs anbebwenaalewieladhiade 24 20 


Source: Estime sted t by Social Security Administration from nonaihnidhes data of the Bureau of the Censt 


Definitions: The terms “‘household,” ‘‘quasi household,” and “family” are used in this table as defined in 
1950 by the Bureau of the Census. A “household” includes all of the persons who occupy 3 house, an apart 
ment, or other group of rooms, or a room that constitutes a dwelling unit. It includes the related fan 
members and also the unrelated persons. if any, such as lodgers, maids, or hired hands who share the dwell 
unit. A person living alone or a group of unrelated persons sharing the same living accommodations 
partners is counted as a household. A “quasi household” is a dwelling place occupied as an institution, 
transient hotel, a large rooming house, a school, a vezsel or a military, labor or trailercamp. A “fam: ty" 
is a group of 2 or more persons related by blood, marriage, or adoption “and re: siding together (Current Popu- 
lation Reports, Population Characteristics, series P-20, No. 33.) 


Of course, families headed by someone age 65 and over have propor- 
tionately fewer children under 18 than the population as a whole. The 
great majority have no related children dine 18 regardless of whether 
they are husband-wife families, with male head, or with female head. 

Table 13 indicates that a surprisingly large proportion of men and 
women 65 years of age and over were living in their own household in 
1950. A relatively small number were living i in institutions of various 
sorts. Chart 4 indicates the family and household relationships of 
each sex age 65 and over. Relatively few of the aged live alone. Less 
than one-fourth of the persons past 65 years were not living in a 
family setting. About 14 percent of the total aged population lived 
in households of their own but with no relative present; 4 percent lived 
as roomers or boarders with nonrelatives, and 6 percent lived in hotels, 
large rooming houses, and institutions. 


Housing 


Keeping in mind the fact that 94 percent of the aged live in house- 
holds, and at least 69 percent in their own households, it will be seen 
from table 14 that the aged have relatively lower housing costs. A 
much larger percentage own their own home, and a much smaller 
percentage pay rent than nonfarm families as a whole. Of those who 
do pay rent, it is more frequently less. Of those who own their own 
homes, a much smaller percentage have mortgages to be paid off on 
them. Very few of them are currently purchasing or contemplating 
the purchase of a home. Proportionately fewer of them are purchas- 
ing furniture and major household appliances. Elderly couples usu- 
ally have a larger inventory of furniture, household appliances, and 
equipment than younger couples; hence their apparent needs are rela- 
tively smaller. 
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CHart 4 
MOST AGED LIVE IN FAMILIES 


HOUSEHOLD RELATIONSHIPS OF 
MEN AND WOMEN 65 AND OVER, 1950 


RELATIVES- 
19% 


Source: Table 14, Federal Security Agency Fact Book. 
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TABLE 14.—Housing costs of the aged 


| All non- Nonfarm 

farm dwelling 
dwelling | U2its with 

units head age 
65 and over 








Percent Percent 


Owner-occupied, 1950_...... ili lath slain ae ite ee atom 53.0 68.2 
Of home owners, no mortgage, pe Pk a ee —_ 53.0 | 80.0 
Actual purchases of homes (by family), 1951..-..---.--------- ‘ <4 5.0 2.0 
Prospective purchases, 1952_.. sinavcacucaed 4.0 | 1.0 
Actual purchase of furniture and major ‘household appliances, a... ol 42.0 24.0 
Pay rent, 1952. coliphsstinliinnediinbnhne dedttens o 42.0 | 28.0 
Rent less than $30 a month, 1950.. kd chdbationtiitbinkoncabaaed «amples 23.9 | 39.9 
a ed ee roe --| 19.8 14.0 
Occupied by 2 or less persons, Re ae sal diced satin hn tani 38.4 68.6 
6 rooms or larger, 1950. ...-..-- iinacnertlle ithe nealale esate tte dee on 29.6 38.6 
Overcrowded (more than 1.5 persons per EE a aa <a a | 5.5 23 
Dilapidated, 1950_. ‘ pidedeeitudiberdhvvaplewtegubtectehinskibcnaspast 7.0 8.4 
In need of major repair, eo send sc deandelpitaihesaumslie enna ataheancuanpaeeenas 6.1 7.2 





Source: U. 8. Bureau of the Census; Federal Reserve Board 1952 Survey of Consumer Finances; and 
Silk, The Housing Circumstances of the Aged in the United States, 7 Journal of Gerontology 87 (1952). 


Other studies show that older persons had less overcrowding in their 
housing circumstances, reflecting rooms left vacant in larger houses by 
growing children who have left the family circle. Budget estimates 
for housing costs of an elderly couple, as shown in table 9, range from 
$436 in New Orleans to $705 in Milw yaukee per annum at October 1950 
price levels. 

However, low costs are not evidence of lack of financial need. Reli- 
able data show that the housing circumstances of the aged are, gen- 
erally speaking, worse than the rest of the population because of lower 
income, smaller families, and older dwellings in older neighborhoods. 
A slightly larger percentage are shown by table 14 to be living in 
dwelling units ‘dilapidated or in need of major repairs. A larger per- 
centage “also lack proper sanitary facilities or maintenance. The 
median estimated value of their dwelling unit was $6,000 for the non- 
farm aged, and $7,400 for the general nonfarm population, 


Health 


The chief exception to the general rule that the aged have less finan- 
cial needs than younger couples comes in the field of health. The many 
budgets devised for the aged have varying estimates of the cost of their 
medical care, but all agree that an aged couple today needs well over 
$100 a year for medical care alone. Table 15 and chart 5 show that the 
aged are sick more often both with those illnesses that disable them for 
1 week or longer and for chronic illnesses. They have longer days of 
disability per person. They have a oe rate of frequency of major 
impairments (chart 6). They spend almost twice as many days in the 
hospital in the course of a year than the average person, use private 
and visiting nurses more often, are required to receive more doctors’ 
home and office calls, become hospital cases more often and account 
for more hospital days per case. Tables 16 and oon further break- 
downs of the hospitalization rates and duration of aged persons, and 
compares the hospital care of those with and without hospitalization 
insurance. This point will be discussed in more detail shortly. 
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CHART 5 


DISABILITY INCREASES WITH AGE 
PERCENT DISABLED ON DAY OF SURVEY, 

8 CITIES, 1935-36 

PERCENT 

14 











UNDER 15- <o° 45- 65+ 
15 24 44 64 
AGE 


Source: Table 16, Federal Security Agency Fact Book. 
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CHART 6 
MAJOR IMPAIRMENTS 
INCREASE WITH AGE 
RATE PER 1,000 MEN 


RATE 
25 


DISABLING TOTAL LINDNESS 
ORTHOPEDIC DEAFNESS OTH EYES) 


20 


10 





° 45- 65- 75+ 45- 65- 75+ 45-65: 75+ 
64 74 64 74 64 74 
AGE 


Source: Federal Security Agency Fact Book. 
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TasBLeE 15.—Health needs w the ogee as compared with the general populenten 


65 and over 


Rate of illness: 
Annual frequency of all illness disabling 1 week or longer per 1,000 persons, 
1935-36 ioc 
Days of disability, 1935-36 
Per cise ‘ 
Per person observed per year : Sete 
Annu! frequency of chronic illness per 1,099 persons, 1! 
All 
Permanent. 
Days of disxbility from chronic illness, 1935-36 
Per case 
Per person observed per year_ ae 
Service ner case receiving snecified type of medical care: 
Doctor, exclnsive of hospital care, 1935-36: 
Total evils 
Home calls. --. 
Davensing private nurse, 1935 36 
Days using visiting nurse, 1935-36 
Hosnital admissions per 1,000 persons, 1951 ! 
Insured 
Not insured 
Hospital days per admission, 1951 ! 
Hospital days per 1,000 persons, 1951! 
Disabling illness and incone: 
Days of disability per person observed per year, 1935 
All incomes ; 
Relief 
Under $1,000 
$1,000 to $1,590 
$1,500 to $2,900 
$2.00 to $3,000. 
$3,090 to $5,000 
$5,000 and over 
Meeting the cost of medical care: 
Percent ineured against cost of hospitalization, 1951 # 
Percent of spending units, by age of head, with debt on medical bills, 
1951: 4 
None ices cat sa Saeaeé 7 
Some peti’ ‘ ‘ wii weit g 13 
$1 to $99 : ee sac ll 
$190 to $199 ¥ EE i oadukn 4 a 
$200 and over.- od sion ited nciaat aden eeikes Ae bi Riaea ass - cenecih 51 


roo 


AMAAuI- Ao 
OAOCO 





! Special Survey on Hospitalization, March 1952 (Social Security Administration and Bureau of Census), 
Reported in Social Security Bulletin, November 1952. 

2 Not available. 

3 Federal Security Agency Fact Book on Aging. 

4 Federal Reserve Board, 1952 Survey of Consumer Finances. 

51 percent not ascertained. 


Source: National Health Survey, 1935-36, except where otherwise indicated. 


TasLe 16.—Hospitalization rates in 1951 


(Noninstitutional population 65 and over in March 1952] 


Admissions per 1,000 Hospital days per Hospital days per 1,000 
persons ad mission persons 


With | With With | With | With | 

some | no | some no | some 
All | insur- | insur- | All | insur- | insur- All insur- 

ance | ance } ance ance ance | 


With no 
insur- 
ance 


Both sexes... .._- ie 73 103 | 63 | 
I ai ig 82| 116 68 
Female s 65 | &8 59 ; 

White este ibe Dita eeeh can 103 66 | 2: 

Nonwhite _ _ _- yee 41 109 33 | 2 

Orban__ et Secchi 98 60 

Rural-nonfarm 82 95 78 

Farm ‘ 70 152 55 

In the labor force nodal a Oe 85 47 

Not in the labor force 76 114 66 


| 


1, 649 | , 506 | 1, 700 
1, 837 , ORS 1, 903 
1, 483 | , 297 1, 537 
1, 698 479 1, 781 
1, 034 2, 369 877 
1, 843 | , 451 2,014 
1, 636 , 443 1, 691 

RH2 , O80 643 

806 , 020 | 637 
1, 900 1,813 1, 921 


ae owo 


>ao 


o Source: Special Survey on Hospitalization, March 1952 (Social Security Administration and Bureau of 
Yensus). 
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TaBLe 17.—Hospitalized persons and days of hospital care in 1951 by duration 
and insured status 


[Noninstitutional population 65 and over in March 1952] 




















{Percent] 

Durations | "Total With some} With no 

. : | insurance | insurance 
Hospitalized persons 100. 0 100.0 
Receiving less than 31 days. -.-- it acme Seminal 88.7 79. ¢ 
Receiving 31 to 365 days_ ; : 11.3 ). 4 

Hospital days....- ud Nh ea ee 100.0 ~ 100. ol ‘100 
Persons receiving less than 31 days........-------.----.-....- nad 41.2 65. 3 3 7 
Peraens resi ving Si to SG5 Gays... .nccccocesccocwccesconstass | 58.8 34.7 66.3 
SOG BOT TI ao os ernie cnicinbdesenndeusescesescos 20.7 20. 6 20.7 
DGPS, DEPONG CHO COMTI... - ccnnnesn-sccncne-- joahuawal 38. 1 14.1 45. € 
Se IIINDS « nccpbacic cd ukin dukaaecanseboeuce scageaiieneune 100. 0 100.0| 100.0 
In cc tadeen ienenicinienain cima 93.0 97.9 90.4 
Receiving 61 to 365 days_-.-......-- eewadeaae oauw eae rae 7.0 72 9.6 
Hospital days........--- jopwhdedeaoseasncencee Sauaeivnaiaae 100.0 100. 0 100.0 
Persons receiving less than 61 days........--- Suse An netic 59.7 90. 6 49.9 
Persons receiving 61 to 365 days. ..... coaleinweacbeudanate aban we 40.3 9.4 | 50. 1 

Days, to the sixty-first...........-...-.- jimaviawanhaindes 16.7 3.1 19 
EE, ES Ge i iiccicawtiencdecceeccsevinencbucs 23. 6 Lg 30. 6 





Source: Special Survey on Hospitalization, March 1952 (Social Security Administration and Sine 1u of 
Census). 





The majority of the figures used in this section are taken from the 
National Health Survey of 1935-36. Although somewhat dated, they 
are generally accepted as indicative of the current situation, and this 
is borne out by the 1951 census-social security survey on hospitaliza- 
tion. Other recent studies, such as the old-age and survivors insurance 
beneficiary survey, have shown that the large percentage of such 
beneficiaries are disabled when considered in terms of ability to work 
full time at their usual occupation. This will be discussed more in 
detail later. 

It has often been stated that the problems of the chronically ill and 
the aged are closely related. To them can be added the disabled. 
That such disabled and chronically ill persons could be rehabilitated 
will be discussed subsequently with respect to their retirement 
problems. 

It is significant, too, to note from table 15 that the rate of disabling 
illness is in inverse proportion to the amount of income and this is 
particularly true with the elderly people as chart 7 illustrates. It is 
also important to note that a much smaller percentage of aged persons 
have insurance against the cost of hospitalization as compared to other 
age groups. However, their debts on medical bills are fewer and less. 

The infrequency of prepaid care among older persons is due to a 
variety of causes. Table 18 indicates that aged persons are even more 
infrequently insured against hospitalization costs if out of the labor 
force, on the farm, in the nonwhite group, or in the upper age brackets. 
Enrollment methods for medical insurance rely heavily on group 
enrollments usually at a place of employment, ‘and older men, and 
particularly older women, are not reached by such group plans if 
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Cuart 7.—Annual days of disability from illness disabling for 7 consecutive days 
or more, by annual family income: All ages and 65 years and over. 


100 









80 


60 


40 


30 


65 years and over 


~ 
° 


iets silts PI tis sis cate eat 


Oays of disability per person per year 
3 








Relief %1000 #2,000 $3,000 $4,000 $5,000 $6,000 
Annuol income of nonrelief families 
Source: Table 15. 


they are no longer participating in the labor force. Other plans ex- 
clude or limit the number of older persons who can participate. The 
same is true of private individual plans. Moreover, as has already 
been seen, the aged have less money to buy not only medical care but 
protection insurance. Recent studies indicate that many of the aged 
go without needed hospitalization; others, as shown by table 19, have 
it paid by relatives and others receive hospitalization without paying. 
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TABLE 18.—The aged population and ownership of hospitalization insurance 


{Noninstitutional population 65 and over, March 1952] 





All persor Persons with some insura 
I ll it I rou ee 
h ot} 
Both Male Female Both Male Fer 
Sex sexes 
Total (in thousands 12, 006 5, 620 6, 386 3, 158 1, 697 ] 
Percent Percent of population gr 
Total 100. 0 100.0 100.0 26.3 30. 2 2 
65 to 69 40.1 41.6 38.8 36.4 42.3 
70 to 74 27.9 28. 0 27.7 24.8 2.2 | 2 
75 and over 32.0 30.4 | 33. 5 15.0 15.8 
White ‘ aa 92.7 | 93.0 92.5 27.5 2 
Nonwhits 7.3 7.0 | 7.5 | 10.5 | 
Urban ; : = 63.6 60.6 | 66.3 30.4 2 
Rural-nonfarm -.. : 21.0 21.7 20. 4 | 22. 4 18 
Farm aie 15.4 17.7 13.3 | 15. 2 1 
In the labor fore: 23. 2 40.9 7.7 | 43.9 4] 
Not in the labor force one dpawiekice 76.8 59. 1 92.3 21.0 21 
TABLE 19.—Method of paying hospital bills in 1951 
[Hospitalized persons in the noninstitutional population 65 and over in March 1952] 
Ls With some | With no 
Source of payme ‘ 1% 
Source of payment Total I” insurance | ‘tneurance 
Total | 109.0 | 100.0 | 10 
Payment from a single source a“ | 76.1 | 45.4 | 92. 8 
By person or spouse... - 38. 1 6.7 | 55 
By relative | 10.2 | 1.5 | 15 
By insurance__. . sdoeonel 12.6 | 35.8 | 
By others : | 1.3 | 2 
No charges i, - Pe ‘ 13.9 | Mh 2 
Payment from multiple sources 23.9 | 54.6 | ei 
Payment from single or multiple sources involving: ! 
Person or spouse? . i ieee 58.8 | 53.7 | 61 
Person, spouse, and relative ?__ ‘ cinta 72.2 | 62.7 | 77 
Relative : WS ; . 18,: ! 11.2} 21 
Insurance ; : a, 31.2 PD henna cs 
Others ek 1.6 | vt 2 
7 1.5 21 


No charges $ a , ses 14. 


! Not additive. 
? Also includes a few instances of patient plus free care, relative plus free care, and relative and other. 
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Savings, other USS¢ ts, de bts. and net wo? th, 

With a smaller amount of income to the aged, it should be no sur- 
prise that, as shown in table 20 and chart 8, fewer of them were able 
in 1950 to have an income in excess of their expenditures, and thus 
“save” money. Of all spending units covered in the Federal Reserve 
Board’s survey, 61 percent had incomes in excess of their expenditures 
1 1950. But only 45 percent of those whose head was retired and 46 
percent of those whose head was 65 years of age and older were able 
tosave. On the other hand, more of the aged and retired had incomes 
approximately equaling their expenditures in that year and thus, about 
the same percentage of retired or aged heads of spending units had 
expenditures in excess of money income in 1950 as did all spending 
units. However, where this was true, a larger proportion of the 
retired and aged had expenditures in excess of their income equaling 
25 percent or more of that year’s income. 


CnART 8 
AGED SAVE LESS- 
HAVE SMALLER DEBTS 
PERCENT OF SPENDING UNITS 
40 60 
50% & OVER 
10-49% 


NONE 
NEGATIVE 


INCOME SAVED 
1950 
7 
ry 
# 


OWN HOME 
- PAY RENT 


6 
@ 
s 
x 
0 


OTHER 


a 
J 
z 
+ 
° 
we 
a 
° 
z 


UNDER $1,000 
$1,000- 4,999 

2 §5,000-24,999 

iu $25,000 @ OVER famed 
UNKNOWN 


NONE 
$1-500 
$501- 5,000 


R ware 
$9,001 @ ove [a] ate sr enomes units 


UNKNOWN 
PENDING UNITS - 
Sean es 8 over 


INDEBTEONESS 
1951 


NEGATIVE 
$1-999 

$1,000- 4,999 
$5,000-24,999 
$25,000 @ OVER 
UNKNOWN 


NET WORTH 
1950 


Source: Tables 21 and 22, Federal Security Agency Fact Book. 


83494—53—pt. 2——-4 
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TABLE 20.—Savings 


} 


Amount | 
| Spending) of excess | | 
em . | Expend- |of expend- 
with | Expend-; itures | itures © 
| money | ituresin | approxi- | over in- | Held life ane owe | Eon 
incomes | excess of | mately come insur- | savings aoe roscoe 
in excess | money equal | equalled | ance, | ptt ag eae t i 
ofexpend- incomes,| money (25percent) 1951 1960" 195 % im bank, 
| itures 1950 | income, (or more of | x 1950 
| savers, | 1950 year’s | 
1950 | | income, 
|} 1950 | | 
' | 
| | | 
Percentage of all | | | 
spending units | 61 | 32 7 10 | 75 61 Qo | 59 


Percentage of spend- | | 

ing units where | 

head retired _ -- } 45 34 21 20 57 62 61 60 
Percentage of spend- | | 

ing units where | | } 

head is 65 and over 46 35 19 21 (4) (4) 0) (*) 


! Not available. 
Source: Federal Reserve Board 1950-51 Surveys of Consumer Finances. 


Income saved is the difference between current income and the sum of current expenditures for consump- 
tion and tax payments. Consumntion expenditures include expenaitures for nondurable goods and services 
and for automobiles and other consumer durable goods, but do not include expenditures for the purchase 
of houses, which are regarded as capital assets. Expenditures to reduce debt are counted as saving and 
increases in debt are deducted from saving. 


This picture showing that aged persons save less than others is 
generally justified on the grounds that the aged generally have more 
savings to begin with and are able to draw upon them as a chief source 
of maintenance. However, approximately 60 percent of those spend- 
ing units whose head was retired, who seem to fall generally within 
the same classification and status as those whose head was 65 and 
over, had no checking or savings accounts in banks and no United 
States savings bonds in 1950, There was no significant difference 
when comparing these spending units in the incidence of savings bonds 
ownership and checking accounts. However, a surprisingly smaller 
percentage of those units whose head was retired held life insurance in 
1951 than the same percentage for all spending units. 

Most of these differences are evidently related to changes with age 
in the spending-saving pattern. Older persons are often past the 
period when relatively large debts are incurred as the result of a 
purchase of a home and the equivalent of furnishings that go with it. 
They are no longer under the necessity to save a significant proportion 
of their income to amortize such debts, and to pay premiums on insur- 
ance plans. Many have completed mortgage payments on their homes. 
As has been pointed out, many of their needs are fewer. Income is 
smaller but less of it goes to pay off debts and a larger proportion of it 
goes into medical care, food, and other needs. 

In many cases the aged have been able to accumulate assets over a 
long period of time in order to help tide them over in their old age 
and retirement. Although a comparatively smaller percentage of the 
aged and retired owned a : business in 1951, table 21 shows that a larger 
percentage own stock, a larger percentage own real estate other than 
their own home, and as has already been pointed out, a larger per- 
centage owned their own home and have no mortgage on that home 
than is true of all spending units generally. Having paid off their 
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mortgages and not being engaged in extensive purchasing or install- 

ment “buying, their indebtedness position is relatively better than the 
population g generally. Their liquid assets position, on the other hand, 

tends to be generally less favorable, more of their assets being in real 
estate and other accumulated goods. The total asset position “of those 
65 years and over is better than all spending units, although for those 
whose head is retired, this does not appear to be the case. 

Since aged persons, on the average, have fewer debts and somewhat 
more assets than younger persons, it is not surprising that the net 
worth position of spending units with head retired and with head aged 
65 years or over is considerably better than in the population as a 
whole. Old-age and survivors insurance beneficiaries, as revealed in 
the 1951 survey, are also in a comparatively favorable position with 
respect to home ow nership, assets, and net worth. Table 21 sets forth 
this data, which is also illustrated by chart 8. 


TABLE 21.—Other asse ey debts, and net worth 
ee Own- | 

‘ mk Own!] Of 
Own-! Own- ers of 


home} home No | Tots : 
ers real- | | liq- | onmnt s 
ers | non- | own- 
| ofa of estate, | farm lers, nie ta less | 
busi- | stock, other | pimi-| mort.| 98° | than | ed- lests ate! Less | $5,000 | $25,000 
ness, | than | lies, | gage, sets, | $1,000, | ness, |debt,} than to 


homes, | 1952 | 1952.| 1952 | 1950 1951 | 1951 | $5,000 |$25, 000 | mere 
ae re 


4 2 Net worth, 1950 
No | No |} 
| in- — 


debt-| real- | ; 


' 

- 

Percentage of 

all spending | 
units....---. | ol | 

Spending unit | | Fs 

| 


32 | 
where head is 
TOE Sacintoan: 
Spending unit 
where head is | | | 
65 or over... .. | | S| § (1) | 26 | 42 | 14 
OASI benifici- | | | | | 
aries (1951 
survey)... -. 


19 








! Not available. 
2 Not available, but 27.1 reported no assets of any kind. 


Sources: Federal Reserve Board Survey of Consumer Finances, 1950-52; National Survey of Old-Age and 
Survivor Insurance, Beneficiaries, 1951. 

Note.—Allowance should be made for differences in sample and measure in these 2 surveys. 

Total assets include liquid assets (savings accounts, checking accounts, Government bonds, shares in 
savings and loan associations and credit unions), automobiles, owner-occupied home or farm, other real 
estate, business interest, corporate stock and livestock, and crops on farms. Total indebtedness includes 
mortgages on homes, farms, and other real estate, amounts owed on installment purchases and on charge 
accounts, as well as miscellaneous debts to financial institutions, businesses, and individuals. Net worth is 
the difference between total selected reported assets and total reported debt. 


It should be emphasized, of course, that the higher net worth of the 
average aged person does not mean that he is better off, in the true sense 
of that term, than other persons in the population. One cannot eat 
assets or net worth. Economic status is determined primarily by cur- 
rent income, and as we have seen, the aged generally have low incomes. 

These tables are based, for the most part, upon the annual surveys of 
consumer finances conducted under the auspices of the Federal Reserve 
Board, and utilizing a comparatively small sample. However, previ- 
ous surveys of retired insured workers under social security similarly 
showed that the assets of most beneficiaries exceeded their liabilities. 
Although their net worth is usually low, their assets appeared to be 
sufficient. Other studies have shown generally that it is extremely 
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difficult for the large majority of the American people to save any sii! 
stantial amount for their old age. Unemployment, death, and d 
ability of the wage earner make such savings extremely difficult. 
Moreover, many of those now 65 and over had their savings wiped out 
or reduced by the depression of the 1930’s, which make their status not 
necessarily representative of future years. Many have not saved be 
‘ause they could not foresee the decrease of participation of the aged f 
in the labor force, or their death before savings were accumulated fi E 
their spouse. 





CHAPTER 4 
ECONOMIC PROBLEMS OF THE AGING: IN EMPLOYMENT 


Participation in the labor force 

While the percentage of the total population of the United States 
aged 65 and over has been steadily increasing, the percentage of the 
total labor force which this group forms has shown no parallel increase 
(table 1). In 1890 the aged were 3.8 percent of the total population 
and 4.3 percent of the total labor force. By April 1950 the percentage 
of the total population age 65 and over had more than doubled, but 
the percentage of the total labor force aged 65 and over had barely 
increased. In 1890, 39.9 percent of those age 65 and over were in the 
labor force while in 1950 only 26.3 percent were working. This de- 
crease has taken place chiefly among males age 65 and over. In 1890, 
70.0 percent of such males were in the labor force, but by April 1952, 
the percentage had shrunk to 40.9. Meanwhile, the rate of female 
participation in the labor force for those aged 65 and over decreased 
slightly from 8.5 percent in 1890 to 8.0 percent in April 1952, although 
it had increased to 9.5 in 1950. Chart 1 illustrates the decreasing per- 
‘entage of men age 65 and over participating in the labor force from 
1890 to 1950. If further dakwe: beaver! that the labor force partici- 
pation rate of aged women has remained relatively constant. While 
the total number of aged men and women in the labor force age 65 
and over has, of course, increased, the absolute number of aged people 
in the population has increased even more. 


TABLE 1.—Total population and labor force trends for persons 65 years old and 
over, by sex: 1890-1952 


Per- Percentage of total Percentage of those | Number in labor force 
centage labor force age 65 age 65 and over inthe | age 65 and over 
of pop- and over labor force | (in thousands) 
ulation ta a ON a aD 


age 65 | 


= Total | Male | Female Total | Male | Female) Total | Male | Female 
| | 





i | 
70.0 | 970 869 | 101 
64.9 | 1,157 | 1, 143 
57. 622 | 1,42 22 
116 | 184 271 
2201) 15 310 
291) 2 49 
3,035 | 2,4! 576 


, 878 , 35 524 


39.9 
37.4 

32.8 
31.4] 55.5 | 
=) 

3 


22.4) 43.3 | 
28. 5.0 
mf 45.0 
23.4} 40.9 


| 
| 
| 
| 
1 
| 


3 
1 
9 
3 
1 
4| 
8 
4 


Urn nNnnNoow 


total elatoketel 
A 
HK PNAIOhes 
PENNE 
@SNanawna 


S2anourin 


| ~2 | 





Source: Bureau of the Census; data for 1890 to 1940 converted for comparability with current estimates 
from the Current Population Survey, on an April level of activity. Population percentages in column 1 
for 1945, 1950, and 1952 based on projection of 1940 census data and are comparable with the labor force data 
in the table; the 1950 figure differs from that of the 1950 census shown in table 1. 


As a result of these changes, the rate of participation in the labor 
force is currently lower for those 65 years and over than for any other 
age group 14 years of age and older, as shown by table 2. The rate 
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CHArtT 11.—Percent of those age 65 and over in labor force: 1890-1950 


65 Years and Over aarcon 





SOUACE: U9. BUREAU OF THE CENSUS 


i910 DATA MOT COMPARABLE 
TO OTHER YEARS 


of participation in the labor force in 1951 for other age groups ranged 
up to 68.8 percent for those 20-24 years of age, while only 25.8 percent 
were participating at age 65 and over. Approximately the same pat- 
tern repeats itself when broken down according to sex. It will be 
noted from table 2 that the participating rate was much higher for the 
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total population and proportionately still higher for the aging popula- 
tion during the war years of 1944 when there were critical labor 
shortages in most sectors of the economy. 

It may be said that employment opportunities for older workers are 
directly dependent upon favorable economic conditions. Expansion 
in employment opportunities during World War II brought a signifi- 
cant increase in labor force activity among persons in the upper-age 
brackets. But even under the pressure of a tight wartime labor market, 
many employers, evidence shows, were reluctant to hire older workers 
until supplies of younger men were exhausted. For that reason, the 
employment of such workers did not reach its peak until the later 
vears of the war. The proportion of men 65 years and over who were 
participating in the labor force gradually increased from 45 percent 
in 1940 to 52 percent in 1944, declining gradually until, in 1950, it 
had dropped back to 46 percent, or not significantly above 1940. The 
percentage of women in the labor force at older ages, as has already 
been mentioned, has been steadier. Nevertheless a somewhat similar 
trend was shown during the war years. Of women 65 years of age 
and older, 7.5 percent were in the labor force in 1940; this figure 
increased to 10 percent in 1943, followed by a gradual decrease to 8 
percent in 1947 and a slight gradual increase since that date. 


TasL_E 2.—Labor force participation rates, by age and sex, for the United States: 
Annual averages, 1951, 1950, and 1944 











[Percent] 
Age and sex | 1951 | 1950 1944 Age and sex 1951 1950 1944 
Total, 14 years and 25 to 34 years... ..| 97.11 2 99.0 
over... ...- ----| 588] 583 63.1 || 35 to 44 years... - -.| 97.6] 97.6 99.0 
—- | -~ —— || 45 to 54 years_... | 6.0} 95.8] 97.1 
6 Ob SF PE « cbdnedh. cs 31.4 | 30.7 43.6 || 55 to 64 years. .......... 87.2; 86.9] 92.1 
18 and 19 years ‘ 66.5 | 65.2 | 80.7 || 65 years and over. _-.-_-- . 44.9 45.8 52. 2 
20 to 24 years........___-| 68. 8 | 67.5 | 76.611 = egress 
96 to OF SN, 6st Sewennce | 65.5) 64.3 68. 6 || Female, 14 years | | 
35 to 44 years............ | 68.0 67.7 69.1 and over + @2er El me 
45 to 54 years. ........... 67.3 66.4 66.9 ———| —— - 
55 to 64 years. .......... 57.0 56.7 58.8 || 14 to 17 years. ._. . 21.8 21.2 | 29.4 
65 years and over. ....._- 25.8 26.7 | 30.2 18 and 19 years__-. 52.7 51.3 | 66. 2 
S| ==== || 20 to 24 years... . ---| 466) 46.1] 55.0 
Male, 14 years and | | | 25 te 34 yeare.......-.... 35.4! 34.0 39.0 
OW rete dins cess | $4.8) 84.4] 89.7 || 35 to 44 years___- soot, ae 39.1 40. 5 
|—_———_|_—_—_| || 45 to 4 years_...........| 39.7] 37.9 35.8 
3600 17 SOR. go ee «es 40.8} 40.0] 57.4 || 55 to 64 years. ........... 27.6] 27.0] 25.4 
18 and 19 years...........| 80.2} 78.8 95.3 || 65 years and over.._..... 8.9 9.7 9.8 
20 to 24 years............ 5 | 


91.0} 890 98. 5 || } 
| | | 





Source: U. S. Bureau of Census, Current Population Reports Labor Force Series P-50, No .40. Data 
relate to noninstitutional population, including armed services. 


Projections by the Bureau of Labor Statistics indicate that, by 1975, 
the proportion of men age 65 and over in the labor force will have 
declined to 35 percent, and the proportion of working aged women 
will have increased only slightly. The proportion of the labor force, 
however, which is 65 years or older will not change substantially 
and may likely increase, due to the more rapid increase of the number 
and proportion of the aged in the population. 

Full comprehension of the relative influence of all factors causing 
the drop in labor-force participation by older workers has not yet 
been reached. Such factors would certainly include the following 
(not in any order of importance) : 

(1) The hiring practices of employers.—Many employers refuse to 
hire or discourage the hiring of workers above certain ages, a problem 
which will be discussed in more detail subsequently. 
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(2) The declining place of agriculture and self-employment ¢ 


a in the 


persons, are often able to keep working, at least on a part-time bas 
well beyond the average retirement age. 


industry and commerce, on the other hand, is to retire employees at a 
With fewer farmers in the population, the opportunities 


fixed age. 


national economy.—F armers, like other self- employed 


The increasing practice | 


A 


for remaining at work in the older ages have steadily dwindled. 


Table 3 


significant points of interest. 


indicates the importance of rural employment, as well as oth 
With respect to all males 65 years of 


age or older, the participation rate of those residing in rural farm 
areas is considerably higher—59 percent 
years and over (: around 43 percent). 


pation was low (37 


than for all aged males 65 
The rural nonfarm parti: 


percent) for all older males, but was particularly 


low (only 16 sopceat) for single males in that age range residing i: 
aged single males, 


rural nonfarm areas. 
in the labor 
(67 percent). 


Tarte 3.—Labor force status of civilian population 1} years old and over, 
status and age, 


marital 
April 1951 


Again for 


by color, sex, 


and residence, for 


In Isbor force 


the 


participation 
force was strikingly high for rural farm resident 


United States 


Percent of civilian population in labor f 









































| Civilian Percent Color Residence 
Marital status, , and sex population | et OAS leiden = i 
Number vilian 
| r Rural 
Intion | White — Urban} non- | Bure 
| | farm 
MALE | } | | 
| | | 
Total, 14 years ol land | 
over paki nian a 43, 788, 000 82.0 82.1 80. 5 83 0 76.8 R41 
14 to 19 years ere = 5,990,000 | 2,692,000 | 43.8 43.5 46.7 41.7 | 35.2 if 
14 to 17 vears -----e--| 4,260.000 | 1,394.000| 32.7) 32.6 33.5; 29.9! 26.0 45 
18 and 19 years_....---..| 1,730,000 | 1,228,000; 71.0} 703] 769 68.5 62.0 85 
OS eee 4, 964, 000 4, 250.000 | 85.6 85. 6 85. 6 | 85.5 | 81.5 gv 
25 to 34 years | 11,144,000 | 10,606,000 | 95 2 95.4 / 8.2 95.9; 92.0 oF 
35 to 44 years | 10, 216, 000 9, 822, 000 96.1) 96.3 94.8 | 97.1} 92.2 Q7 
45 to 64 years bi 15. 514.000 | 14, 064.000 90.7} 91.0] 87.1 91.5 85. 4 m 
65 years and over_....--. 5, 592, 000 24, 000 43.3 43.4 42.5 41. 2 36.7 5 
Median age_- 39.5 39.5 | 39.5 39.7 37.3 | 39.3. | 39.2 { 
SS ae -| 12, 984, 000 8. 036, 000 | 61.9 62.0 | 60.6 64.0 46.7 70 
14 to 19 years 5, 856, 000 2, 498 000 | 2.7 1346... 850% 40.7 33.4 | 5f 
14 to 17 years 4, 248. 000 1. 386, 000 32.6 29.8 26.1 45 
18 and 19 years 1, 608,000 | 1,112,000} 69.2 reno Tl 82:7 | 8 
20 to 24 years ---| 2,568,000 | 1,980,000 | 77.1 |-- aia 77.4) 66.9) 87 
25 to 34 years --| 1.850.000 1, 560, 000 | OOD tase kiadnwuscens 88.2 | 61.3 91 
35 to 44 vears eaininewaael | 1,056,000 | 876, 000 83.0 88.6 | 53.8 | 91 
45 to 64 years _____.- ae 1, 230.000 | 966,000 | 78.5 | 81.8} 61.9] 88 
65 years and over____-.--.- 424, 000 156, 000 36.8 33.9 | 15. 6 | ( 
Median age years. 21.2 | 23.8 | 23.8 23.9 | 23, 2 | 24.6 | 22.9 | 2 
Married, wife present | 35, 998, 000 | 32,998,000 | 91.7 91.6 92.2 91.5 90.8 93 
14 to 19 years cseahianiidiaie | 122, 000 | 118, 000 | 96.7; 6.2 100.0 96.7 100.0 | 9 
Bee BE OUNO. co cenceeses 6, 000 | 6.000} 100.0! 100.0 100.0 | 100.0 |_. ;} 100 
18 and 19 years_- 116, 000 112, 000 96. 6 96.1 | 100.0 | 96.6 | 100.0 | m 
20 to 24 years 7} 2,254,000 | 2.154.000] 95.6} 95.21 98.5 91.4 | 96.9 100 
25 to 34 years __. -----] 8.810.000 | 8. 650, 000 | 982} 982) 97.8| 979| 987) 9s 
35 to 44 years alate | 8,526,000) 8,392,000! 984] 98.4 9.8/ 984/ 81; 99 
45 to 64 years ..| 12, 674,000 | 11,846,000} 93.5} 93.6] 92.4) 93.6] 915] 95 
65 years and over_-..---..---| 3,612,000 | 1,838,000 | 50.9} 51.0 49.6; 47.6| 456] 68 
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Tarte 3.—Labor force status of civilian population 14 years old and over, by 
marital status and age, by color and residence, for the United States, April 
1951—-Continued 


In labor force Percent of civilian population in labor force 


. Co aside > 

Civilian Percent lor Residence 
population of ci- eae . 7" 

Number vilian 

popu- 


lation 


rital status, age, and sex | 


Rural | 

..| Non ; 

White shite ban} non- 
farm 


Rural 
| farm 


MALE—continued 


lian age years 43.0 41.6 5 41.8 39.7 
Other marital status , 438, 000 2, 754, 000 60.6 69. : 


to 19 years ...... 12, 000 6, 000 
{to 17 years - : 6, 000 2, 000 
Sand 19 years. ___..-- 6, 000 | 4, 000 
24 years jinn 142, 000 116, 000 
31 years . ‘ 484, 000 396, 000 
4 years. 634. 000 551, 000 
‘4 years ee , 610, 000 , 252, 000 

years and over_...- , 556, 000 430, 000 


in age... --years 56.8 49.9 
FEMALE 


Total, 14 years old and 
over ’ _.| 57,354,900 | 18, 605 


19 years , 332, 000 1, 
14 to 17 years. , 222, 000 
18 and 19 years_ --- : 000 
to 24 years. = 5, 766, 000 
34 vears. ‘ 2, , 00 
44 years_ or os . 5, 000 
) 04 years i --..--| 15, 938, 000 5, 324, 000 
ears and over ; 3, 292, 000 5A6, 000 


Ino ww 


to- 


ian age..... years 39.1 36.9 
Single_- , 946, 000 5, 439, 000 


19 years 454, 000 , 550, 000 
4 to 17 years | 4, 000 690, 000 
18 and 19 vears 32, OOO RAO, 00D 
, 800, 000 , 260, 000 
, 244, 000 , 020, 000 
796, 000 5), 000 
\ 166, 000 758, 000 
ears and over 486, 000 92, 000 
Median age__- years 20.1 24.3 


- 


Married, husband pres- 
ent 9, O86, 000 


w 


14 to 19 years 130, 000 
14 to 17 years. , 16, 000 

18 and 19 years_- 114, 000 

20 to 24 years. : 3, , 036, 000 
5 to 34 vears 9, 812, 900 2 518, 000 

5 to 44 years 778, 000 674, 000 

45 to 64 years__- ‘ 928, 000 2. BRS, 000 
65 years and over 180, 000 142, 000 


Median age. .- years 39.4 38. 2 


Uweo he OAs | 


Other marital status , 410, 000 , 086, 000 


14 to 19 years ‘ 138, 000 54,000} 39. ‘ 33. 3 25, 
14 to 17 years. 30, 000 6, 000 20. 7 50 
18 and 19 years. -- 108, 000 48, 00K 44. ! 
2 te 24 years _ F 406, 000 184, 000 45.3 2 39.5 43 
5 to 34 years 1, 124, 900 660, 090 58.7 . 9° o's 
35 to 44 years 1, 272, 000 R78, 000 6%. ( 73.3 55 5 
45 to 64 years - : 3, 844, 000 1, 978, 000 51 5 44 
65 vears and over 3, 626, 000 332, 000 9.5 3 6 
Median age. .._......years 56.8 47.7 47. 48.4 44.3 ‘ 49.7 


Note.—For single persons and for persons of other marital status, estimates are not shown separately, 
by age, for white and nonwhite persons because of the small numbers included in many of the groups. 
Estimated percentages based on very small figures are subject to relatively high sampling variability 


Source: U. S. Bureau of Census, Current Population Reports, Labor Force, Series P-50, No. 39. 
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Similarly, the shift from the rural to a highly industrial economy 
is reflected in the long-term decline of farm employment and in the 
expansion of such occupations as semiskilled operatives and clerical] 
and sales workers among all age groups. Farming is and always has 
been an occupation in which a large proportion of aged men and 
women are engaged, while the afore-mentioned expanding occupations 
today have a low proportion of older workers in comparison with 
other occupational groups. This will be discussed in more detail sub- 
sequently. 

(3) Zhe increase in longevity—As more and more of those age 65 
and over fall into the very old age groups, the likelihood of their em- 
sloyment diminishes. Moreover, increasing industrialization and 
Schemes of highly mechanized operations in many industrial 
processes have put a premium on those attributes which employers 
tend to think are present primarily in the younger years, such as 
agility and speed. 

After age 65, as shown in table 4, participation in the labor force 
drops at a more rapid rate. Although 58 percent of the men 65-69 
years of age were in the labor force in March 1952, only 40 percent 
of those 70-74 years were so participating and only 18 percent of the 
men 75 years and over. Likewise, 13 percent of the women 65-69 
years of age participated in the labor force, a figure which drops 
sharply to 6 percent for those 70-74 years of age and only 3 percent 


CHART 2 


SOME MEN AND WOMEN STILL 


WORK AT ADVANCED AGES 
LABOR FORCE PARTICIPATION RATES, MARCH 1952 


PERCENT MEN WOMEN 
60 


50 





20 





65: 70- 75+  65- 





70- 75+ 


69 74 69 74 
AGE 
Source: Table 4, Federal Security Agency Fact Book. 
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for those 75 years and over. Chart 2 illustrates this reduction, also 
pointing out that a significant proportion of men and women still 
work at advanced ages. Most of the several hundred thousand men 
and women = 75 who are still working are able to do so because 
they are working for themselves, or, if employed by others, work part 
time. Since, as will be discussed later, disability is among the most 
important reasons for leaving the labor force, and since as has already 
been discussed, disability increases with age, it is not surprising that 
the proportion of men in the labor force decreases as age increases. 

(4) Extension of social insurance and pension programs.—More 
men at advanced ages are now able to retire on payments from public 
or private pensions, social insurance, or even old-age assistance, than 
were previously able to do so. Similarly, whether or not they can 
afford to do so, men age 65 and over who are unemployed for long 
periods of time without ability to find work will tend to consider 
themselves retired and no longer a part of the labor force. 


TaBLE 4.—Labor-force participation rates, persons 65 years of age and over, by 
age and sex: March 1952 





Estimated 

civilian non- 

| institutional 

| population | Number 

; (in thou- (in thou- Percent 
sands) sands) 


| 
| 


In labor force 


| 
| 


Age and sex 





Tote caclaisdndtienscactnntedsbiciduasetutscuntintinmdahaia 
65-69 years... ‘ 
70-74 years 
75 years and ove! 


BeE2S 


3A¢ee 
ae 


Women 


eR itcbanctidmanddnsé és actesennnntetnalich kamdudegiin | 
Be TE ES wttdcntsnsscncnsasnepadanionesumamaines | 


Source: Bureau of the Census, unpublished data, FSA Fact Book. 
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(5) Institutionalization of age 65 as a retirement age.—Finally, it is 
significant to note that this same decline in the proportion of men age 
65 and over in the labor force has not been true in the age groups 45 
to 54 and 55 to 64. This would indicate that in the last 20 years the 
widespread and somewhat institutionalized age of retirement at age 65 
was also having some effect. 

Table 5 sums up the employment status of elderly persons by age 
and sex in March 1952. Of the 5,620,000 men age 65 and over, only 
2,296,000, or 41 percent, were in the labor force, practically all of whom 
were employed. Of the other 59 percent, or 3,324,000 who were not 
in the a force, 796,000 were estimated to be unable to work. Of 
the 6,386,000 women age 65 and over, only 492,000, or 8 percent, were 
in the labor force, practically all of whom were employed. Of the 92 
percent of women not in the labor force, 79 percent were keeping house, 
constituting 5,028,000 elderly women. Only 10 percent of all aged 
women, or 622,000, considered themselves unable to work. Chart 3 
shows the labor force and population by age and sex in a more com- 
plete fashion. 
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CHART 3 


POPULATION AND LABOR FORCE 
BY AGE AND SEX 
October 1951 
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TaBLeE 5.—Employment status of persons 55 years of age and over, by age and 
ser: March 1952 


Employment status and sex 9 to 64 65 and o 


Number (in 
thousands) 


Number (in 


Percen thousands) Percent 


Men, total i ; 6, 782 


In labor force ‘ 5, 906 7 , 296 
Employed ‘ 5, 742 5 2,214 
Unemployed a ae Scnhamiutl 164 82 

Not in labor force ee i <a ; 5 3 3, 324 
Unable to work !______ ane . 282 796 
Other . , 528 


W onlem, $000E6 oot bens «2-0. Ried - ’ 1 5, 386 


In labor force... : ‘ tba bine 26 492 
NE. . Soon ceccchacted on i 26 484 
Unemployed : 8 

Not in labor force... ____- EEE. ao senaQeae 5, 894 
Keeping house. 3 vocknaaaa , 028 
Unable to work ! ee : 622 
Other. - ae aah 244 


' As given in the source. The number of persons classified in the table as unable to work is an estimate 
f the number who had a long-standing condition which was sufficiently serious in their opinion to keep 
them out of the labor force. [t is, of course, less than the number who on a given day are prevented by 
\Iness or disability from carrying on their usual work or other activity. 

2 Less than 0.5 percent. 


Source: Bureau of the Census, Current Population Reports, Labor Force, Series P-57, No. 117; FSA 
Fact Book, Data refer to estimated civilian noninstitutional population. 


A discussion of labor force participation should note that, of those 


persons in the upper age brackets who do work, the percentage who 
work full time decreases with increasing age (table 6). Of the 21.3 
percent of men 65 years and over who work part time the great ma- 
jority do not prefer full-time work and this is similarly true of women 
65 years and over, where an even higher percentage (41.3 percent ) 
work part time. 


Aged women in the labor force 

We have already commented upon the differences in participation 
in the labor force between older men and older women. As indicated 
by table 1, the percentage of the total labor force age 65 and over which 
is female has been increasing. The total numbers of women 65 and 
over in the labor force has been increasing at a far more rapid rate 
than the number of aged men in the labor force. The proportion of 
aged women working ‘has not declined, as has been the case with men, 
but instead has remained steady. An increasingly larger percentage 
of the older workers in the labor force have been women. Chart 4 
shows that the median age of women in the labor force has increased 
considerably from 1900 to 1950 with a particularly sharp increase in 
the 10 years from 1940 to 1950. 
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CHART 4 


MEDIAN AGE OF WOMEN IN THE LABOR FORCE 
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TABLE 6.—Persons at work, classified by full- and part-time status, May 1951 


[Percent distribution] 
































| Men Women 
— _— a a 
Employment status | . | i | 46-54 | ate; den 
45-54 55-64 | 65 years -f | 55-6 5 years 
| years years | and over years years | and over 
inn cos cemsienes SIE A 100. 0 100. 0 100.0 100.0 | 100. 0 100. 0 
Worked full time.......-.............| 94.61 90.9] 78.7 | 75.6 | 71.2 58.7 
Wernee pert tiie. ...........0.--..+ 5.4 | 9.1 | 21.3 24. 4 | 28.8 41.3 
Usually work full time_..........- 3.0 | 4.2 3.8 4.4 | 3.8 1.9 
Usually work part time........_.-| 2.4 4.9 | 17.5 | 20.0 25.0 39. 4 
Prefer and could accept full- | | | 
ho ie thee ted até | 1.0 | 1.1 1.5 | 3.1 2.2 2.8 
Do not prefer full-time work - 1.4 | 3.8 16.0 16.9 22.8 | 36. 6 
| 


me ed td | 





Source: Bureau of the Census, unpublishea data from the Current Population Survey. 


There are several reasons for this trend of employment among aged 
females which is in such sharp contrast to that of older men. ‘The 
latter found their job opportunities limited by the diminishing im- 
portance of farming in our national life and the expansion of urban 
areas. But more and more women who formerly worked as “family 
labor” on the farm can have paid jobs in the city as a result of the same 
trends. Secondly, the burden of housekeeping tasks has been reduced 
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as a result of a decrease in household size and the development of 
household appliances. Such a decrease in household size is, of course, 
not only true with respect to the trends of the past but with advancing 
age. Naturally, women 65 years of age and over generally do not have 
children under 18 years of age to care for, which would tend to prevent 
them from entering the labor force, as is true with the other age 
groups. A deduction of the work week, changing ideas concerning 
the propriety of married women working, and the increasing number 
of families where both husband and wife work in urban areas, all 
increase the number of jobs for women of all ages. 
Type of employment and occupation 

As has already been briefly mentioned, a comparatively large per- 
centage of workers 65 years of age and over is self-employed, and 
half of the self-employed are in agricultural pursuits. Self-employed 
individuals constitute only 16 percent of the working population as a 
whole, while 40 percent of those 65 years of age and over are in the 
same Classification (table 7). Of the total population in the labor 
force 82 percent are wage and salary workers, but this proportion 
gradually declines through the upper age brackets, and only 59 per- 
cent of those age 65 years and over are in that group. In terms of 
total population rather than total labor force, table 8 shows that 78 
percent of all spending units were estimated to receive income from 
wages and salaries in 1951, while only 24 percent of men OASIT ben- 
eliciaries, and only 16 percent of those units whose head was retired, 
were receiving income from this source. Chart 5 illustrates the in- 
crease in self-employment in agriculture and nonagriculture lines 
from the ages of 45 to 65, and the concurrent decrease in proportion 
of wage and salary workers. 


CHART 5 
MANY AGED WORKERS 
ARE SELF-EMPLOYED 
PERCENT EMPLOYED BY CLASS, MARCH 1952 


PERCENT unpaid FAMILY WORKERS 
100 Fees — . 


*WAGE AND SALARY 
cwoeonit 


Ok: . 
45-54 55-64 
AGE 
Source: Table 7, Federal Security Agency Fact Book. 
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TABLE 7.—-Class of worker of employed persons, by age: March 1952 
Age of worker 


Class of worker , : Se ees ‘ey hte 


14.and over 45 to 54 55 to 64 65 and 
Total employed 100 100 100 y 
Wage and salary workers 82 
Self-employed 16 ‘ 
Agriculture 7 2 
Other 9 
Unpaid family workers 2 | 





Source: Bureau of the Census, Current Population Reports, Labor Force, Series P-57, No. 117, an 
published data; FSA Fact Book, 


The increase in the proportion of self-employed workers in the 
older age brackets is due, first of all, to the fact that many wage and 
salary workers go into business for themselves when they have accu- 
mulated sufficient vapital after many years as younger wage and salary 
workers. Secondly, as mentioned above, it is due to the fact that self- 
employed persons such as farmers, small-business men and members 
of the professions are able to remain longer in gainful employment 
than wage and salary workers, because they can control their own re- 
tirement, their : amount of employment and workload. Among work- 
ers 75 years and over, the proportion of self-employed rises to well 
over 50 percent. 

Table 9 shows the number and percent distribution of employed per- 
sons by major occupational group, age, and sex for April 1951. Sig- 
nificant differences are found between the percentage distributions of 
the occupations of aged males and females and the total employed 
population. Of the 2,352,000 employed men 65 and over, 471,000, or 
20 percent, are farmers and farm managers. Only 9.4 percent of the 
general male labor force is engaged in this occupation. Other leading 
types of occupations for aged men are managers, officials, and propri- 
etors in categories other than agriculture (16 percent) 5 craftsmen, 
foremen, and kindred workers (15 percent) ; service workers, exclud- 
ing private household (11 percent) ; and operatives and kindred work- 
ers (10 percent). It is significant to note that the last category— 
operatives and kindred workers—is the largest group, some 21 percent, 
of the all employed males. Service workers are a relatively smill 
percentage, 9.6, 


TABLE 8.—Percent of selected groups receiving income from wages and salaries, 


1951 
Percent of total 
receiving income 
from wages 

and salaries, 1951 

All spending units... 2.00.22... 224. edi ddl, Wicthialaipiacnipdaitdiet ass aba akiiecéiiecateamanion 78 
Pan ee haa ce a Sc aren baal eceree dh iateeics alicia tadeemanaaisiorees 16 
Men, old-age and survivors insurance beneficiaries__._.._......._.-..________ 24 


Source: Federal Reserve Board, 1952 Survey of Consumer Finances; Social Security 
Administration; and Bureau of Labor Statistics. 
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TABLE 9.—Number and percent distribution of employed persons by major occu- 
pational group, age and sex: April 1951 e 


| Tots 
ella. 65and over—| 
| wuntiber Gn | Percent | number (in | Percent 


ho 
| thousands) thousands 


Major occupational group 


tal employed... | 60, 044 | 100.0 
Professional, technical, and kindred workers | ,@al 7 
Farmers and farm managers : , 149 6. § 
Managers, officials, and proprietors, vren farm_- », 241 10 
Clerical and kindred workers. - - al , 574 | 12 
Sales workers - - } 3, 618 6 
Craftsmen, foremen, and kindred workers_.._.__-- . 491 14 
Operatives and kindred workers. - -_-- | 2, 570 20. ¢ 
Private household workers , 921 é 

Service workers, except private household.....____-- 5 
Farm laborers and foremen atl | 
Laborers, except farm and mine 


il employed males... .-........- 





Professional, technical, and kindred workers - -__-- 
Farmers and farm managers 

Managers, Officials, and proprietors, exce siaghd farm 
Clerical and kindred workers : 

Sales workers 

Craftsmen, foreme n, and kindred workers. 
Operatives and kindred workers on 

Private household workers 

Service workers, except private household 

Farm laborers and foremen ek 

Laborers, except farm and mine 


| 
I 


S 
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tal employed females. -................--.-.---.-- 


Professional, technical, and kindred workers 

Farmers and farm managers. - - : 

Managers, officials, and proprie tors, exce - farm - . - 

Clerical and kindred workers... ° 

Sales workers 

Craftsmen, foremen, and kindred workers_- 

Operatives and kindred workers ‘ 

Private household workers 

Service workers, except private household _- 

Farm laborers and foremen : nikas nie tailed! 608 
Laborers, except farm and mine--.-- 97 


_ 





ine 
SPSSpanswo 





Fstimates are subject to sampling variation which may be large in cases where the quantities shown are 
relatively small. Therefore, the smaller estimates should be used with caution. 


Source: U. S. Bureau of the Census, Current Population Reports, Labor Force, Series P-57, No. 106, 
and unpublished data. 7 

Similar contrasts exist in the case of aged women. A total of over 
40 percent of such women age 65 and over are engaged as private 
household and service workers, compared to a total of 22 percent of 
all employed females. On the other hand, 27.6 percent of the total 
employed female popul: ition are engaged as clerical and kindred 
workers, while only 7.2 percent of the aged females are in this occu- 
pation. A considerably higher proportion of aged females are man- 
agers, officials, and proprietors than is the case for all employed fe- 
males in the total female-labor force. 

Obviously, it is difficult to generalize about the older worker on 
the basis of available statistics. Many are in housekeeping tasks and 
service jobs, but there are also many who work at jobs requiring highly 
developed manual skills, such as construction, or in the advanced pro- 
fessions. Such occupational classification again indicates the im- 
portance of the occupational trends of 1910 to 1950, during which 
period agricultural occupations, so important to aged men, declined 


33494—53— pt. 2 
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in terms of relative importance, skilled workers and foremen merely 
held their own, and all other fields increased. P 

Chart 6 illustrates the portion of each occupation which is taken by 
aged men. Again, the predominance of older men in the declining 
occupations of agriculture may be seen. Men age 65 and over do 
compare favorably in the managerial group, especially because it 
includes large numbers of proprietors and nit wntnepel. 


CHartT 6 
Age Distribution of Employed Men by Occupations in April, 1951 





PROFESSIONAL WORKERS FARMERS MANAGERS 
HB 65 2x0 oven 
os 
CLERICAL WORKERS SALES WORKERS CRAFTSMEN OPERATIVES 





FARM LABORERS 


Table 10 gives the breakdown of employed persons, by major in- 
dustry groups, age, and sex for 1951. Although men 65 years and 
over constituted only 3.9 percent of the total number of employed, 
they accounted for 8.8 percent of the total engaged in agriculture, 
5.1 percent of those in construction, and 4.1 percent of those in service 
industries. In manufacturing, transportation, communications, and 
other public utilities, wholesale and retail trade, and all other indus- 
tries, males 65 years of age and older constituted a relatively smaller 
proportion of the total employed. Similarly, females age 65 years 
and over constituted only 0.9 percent of total employed. Yet nearly 
three times that figure, or 2.6 percent, of those engaged in service 
industries were aged females. In all other industries, the proportion 
of women 65 and over was lower. 





OTHER LABORERS 





Seurce: Bureau of the Consus 
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TanLE 10.—Employed persons, by major industry group, age, and sez, for the 
United States: Annual averages, 1951 











} t distribution. Annual averages presented based on estimates for the quarterly months: January, 
F- April, July, and October] 
| | : 
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15.8 15.6 15.8 22. € 17 ls 14.4 10. 2 1) 
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1 ove 3.9 SS 3. 2 5 2 1 ( i 2. ¢ 
ile.... 30.3 17.4 32.0 2. € 4.2 2.3 
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6.7 3.6 7.2 0.8 7.( as 7 1 5.5 
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| 1 5. 6 2 y 0. ¢ 4.5 2 ( 10 3. 7 
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U. S. Bureau of Census, Current Population Reports, Labor Force, Series P-50, No. 40. 


Examining the distribution of the older age brackets in the various 
industries as compared with other age brackets, we look at table 10a. 
Only 13.8 percent of all employed males were engaged in agricultural 
pursuits; but 41.1 percent of the single males 65 years of age and over, 
and from 20 to 24 percent of the aged males of a different marital 
status were engaged in the agricultural industry. Of all aged males, 
21 to 23 percent were engaged in April of 1951 in the service indus- 
tries, although only 14.1 percent of all working males were in that 
industry. The predominance of those in service industries are in 
personal services other than private households. It is interesting 
to note that a larger proportion of the aged males who were single 
are in agriculture, and a smaller proportion, as compared with aged 
males of other marital status, are in manufacturing, transportation, 
wholesale and retail trade,etc. Nearly two-thirds of the single females 
age 65 and over are engaged in the various service industries, pre- 
dominating in private household services and professional services 
exclusive of education and hospitals. Married aged females tend to 
be engaged in agricultural pursuits, wholesale and retail trades, and 
the personal services excluding private households to a greater extent 
than those of other marital status. Aged females who are neither 
single nor have their spouse present likewise predominate in the serv- 
ice industries, but over one-third of them are to be found in private 
households. 
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Occupational and industrial classifications are significant with 
respect to our previous discussion of the aged and low incomes. Table 
11 gives the income level of families of all kinds as compared w ith 
those with a head age 65 years and over, in the various occupations 
the latest data avail: rble being for 1948. Although farmers and ie 
managers led all other occupations as a source of employment for the 
aged family heads, they also led all other occupations in terms of low 
income; how ever, this table, which relates to money income, does not 
give an adequate ‘picture of the well-being of the farm group, because 
it does not reflect the value of food products grown n and consumed at 
home and other income in kind. Those able to obtain jobs as crafts- 
men, foremen, or nonfarm proprietors generally found themselves 
better situated with respect to income, although, of course, a goodly 
percentage of farmers and farm managers did likewise. 

The relative a. of older workers in various industries and 
occupations also offers a guide as to the types of work in which they 
find employment opportunities. Differences in the age distribution of 
workers by industry and occupation may be due to a wide range of 
factors. The most important is the prevalence of self-employment; 
and such factors also include past employment trends, the relative age 
of the industry, seniority provisions, job security, the proportion of 
women employed, and the amount of training or experience required, 
labor-management relations, specific efforts to keep older workers on 
the job, and the presence or lack of pension plans. 
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Those industries in which America’s older citizens participate most 
extensively vary considerably in wages and social and economic status. 
Industries in which wage rates are comparatively low, such as agricul- 
ture, trade, and some of the service industries, make use of older work- 
ers as they do of youngsters of school age, because they cannot attract 
enough workers in the middle-age brackets. Generally speaking, the 
industries that normally employ. older workers relied very heavily on 
these age groups during the war. Construction, in particular, was 
outstanding i in the use of older workers. Obviously this fact has sig- 
nificant implications with respect to our present defense program 
and future manpower needs, and the use of older men and women in 
the experienced labor reserve will be discussed in more detail with 
respect to the problems of retirement. 


Employability of aged workers 


The employability of the aged is, of course, an important factor in 
their unemployment or absence from the labor force. No attempt has 
been made to list, or to secure adequate data upon all of the criteria 
by which the older worker should be measured. However, some of the 
more important factors of employability will be examined. 


TABLE 12.—Years of school completed among persons 25 and 65 years of age and 
over, by ayer 1950 

Age 

Years of school completed 











Median school years completed 
Percent distribution, by years of school complet ted: 


Ricccusuasehen 


None 
Elerrentary school: 
Less than 5 years 
5 and 6 years _- 
7 and 8 vears 
High school: 
1 to 3 years ‘ 
EE ivainmadakemeten 
College: 
1 to 3 years_..-...- ‘ ri 4 
4 years or more_.-- we pecan eee . 6 3 
eee cease eee : 2 3 


10 





Source: Bureau of the Census, 1950 Census of Population, Preliminary <n Series PC-7, No. 6, 
FSA Fact Book. 


For certain of the occupations discussed above, it is apparent that 
some formal education is helpful, if not necessary. In this respect 
older men and women compare most unfavorably with the adult popu- 
lation asa whole. Table 12 shows that, compared with the rest of the 
opulation, a larger percentage of them have attended no school; a 
Go ‘ver percentage ‘have attended only elementary school; and a smaller 
percentage have had the benefit of high school and college education. 
Chart 7 further indicates these figures. Over one-third of persons 65 
years of age and over in 1950 had completed only 7 or 8 years of school. 
Today’s younger workers, more of whom grew up in an age and coun- 
try where formal education had more significance and a larger pro- 
portion of the population was able to acquire a longer education, are 
at an advantage over the older worker who lacks such education. 
Adult education programs for elderly citizens, to be realistic, must 
recognize this problem. 
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CHART 7 


AGED HAVE HAD LESS SCHOOLING 
PERCENT OF PERSONS BY YEARS OF 
SCHOOL COMPLETED, 1950 


PERCENT 
10 __20 
T 


ESS) 25 ano over 
GMB 65 ano over 


— 
COLLEGE 


NOT REPORTED 


Source: Table 12, Federal Security Fact Book. 


We have already pointed out that the aged are a more highly dis- 
abled and more frequently ill age group. This adversely affects their 
value to employers and their ability to seek work. Nevertheless, a 
Bureau of Labor Statistics study in 1948, as shown in table 13 and 
chart 8, indicates that workers in the higher age brackets compare 
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CHART 8 


injury Frequency Rate 
Disabling and Nondisabling 


N. nondisobting 


in hundreds 
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Source: U.S. Department of Labor, Bureau of Labor Statistics, 1948, 


equally, and in some instances favorably, with other age brackets with 
respect to the frequency of disabling injuries. The same was defi- 
nitely true to an even greater extent for nondisabling injuries. How- 
ever, the study did show that the “severity rate,’ measured by 
the number of days lost per disabling accident, is greater for older 
employees. Older workers, once injured, tend to be disabled longer 


because their recuperative powers are lower. 


TABLE 13.—Work injuries by age groups 














Frequency 

Age group rate (per 

million 

hours 

worked) 
IR rita catigmame dee aeadeansiwodeue 9.7 
I no nccnsieatciveni aiainnoneenalainemenen ain 19.8 
ne ay ee ee ee 4.0 
i ae allies ak desl dhagiipalbicgibie aia 9.2 

I cians ninnidsicnanbabescascrntensade Saeed 9.0 | 

I cnt ki csbkucdtaientadpeennanednedies | 11.4 
Gh win besccasinmiphnadtpainintakaNas Ke kwwabenets 12.4 
hei instar Sntieins Gaidih ackuiestbewne at haloes 9.8 
ini d dn een een thn taticagihiiemc teens 7.8 
ites iiss chindam es Awamngide thé iutetéloicd 10.1 
ta a on iT 9.5 
NE scccnncancansaenadubbinewivnuickmaanic 9.1 
Bee OE aa nticcnte Macs caiiusiabnincineré adele 4.9 








Source: Bureau of Labor Statistics, 1948, 
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The better showing of older workers in accident frequency is prob- 
ably due primarily to the fact that those still remaining in industrial 
jobs at that age are more likely to be a select group. Their advantage 
in this respect is partially a comparative one, resulting from the 
tendency of less careful younger workers to have more accidents. In 
some situations probably the greater experience and know-how of 
older workers also contributed to their better safety records. The 
relatively small number of persons in industry who have a relatively 
large proportion of the accidents is not primarily an aged group. 

Other studies, both general and of single plants or industries, bear 
out these conclusions that older workers suffer fewer accidents than 
younger workers, but are disabled longer. They also indicate that 
the aged show up well on accident and workmen’s compensation rates ; 
that their low disability rate and general contribution are maintained 
despite their higher proportion of physical handicaps or impairments; 
and that, although their sickness rate is lower, more deaths and per- 
manent impairments follow once an accident or illness occurs. 

The same BLS study inquired into the absenteeism rates by age 
groups and sex in the various manufacturing industries. Again, 
workers in the upper age brackets compared favorably with all other 
workers. The rate of absences of 1 day or longer, for all causes, were 
much lower among men 65 years or over when compared with those in 
their twenties and teens. In every age group over 50 years, the work- 
ers lost fewer days than in any age group below 50. This favorable 
comparison was less noticeable, however, with respect to absenteeism 
due to illness alone. Even there, however, there was no significant 
increase with age, while the absenteeism rate for all reasons for both 
sexes generally dropped with increasing age. Table 14 and chart 9 
illustrate these trends. 


TABLE 14.—Absenteeism rates by age groups and ser in manufacturing industries 


Absenteeism rates (per 100 workdays) 
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Source: Bureau of Labor Statistics, 1948. 
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CHART 9 
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Source: U. S. Department of Labor, Bureau of Labor Statistics. 

The duration of employment on current jobs by age and sex of 
workers for 1951 is shown by table 15. It is apparent that a larger 
number of older workers, and particularly a larger proportion of 
older males, have stayed on their current jobs for a longer time than 
is true for the labor force as a whole, although the mere fact of being 
older would mitigate these proportions somewhat. 

Duration of employment is an important factor in the employment 
status of the older worker, particularly with respect to his seniority 
rights, similar benefits based on length of service, and potential bene- 
fits under private pension programs, which are generally related to 
years of service with a particular employer. Employers, moreover, 
take into consideration the loyalty and prospective length of service 
of a new employee. 

Table 15 shows that the duration of employment tended to increase 
proportionately with age. In the age group 65 years of age and over, 
a greater stability in employment of both elder men and women is 
reflected by the larger proportion who have held their current jobs 
more than 10 years. Among workers age 65 and over, about 57 per- 
cent of almost 2.2 million men and about 35 percent of about one-half 
million women who were employed in January 1951 had held their 
current jobs since before World War II. Although the proportions 
are much smaller than for workers of all ages combined, about 30 
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percent of the aged men and 50 percent of the women in the older 
age group obt: ained their current jobs since September 1945. More 
than a fourth of the women 65 and over had obtained their current 
jobs during the } vear preceding the survey date (January 1951). Table 
15 also shows that for older as well as younger workers, the average 
length of service on current jobs was significantly greater for men 
than for women. This difference reflects, at least in part, the more 
intermittent character of the labor force participation of women 
caused by household and family responsibilities. 


TaBLE 15.—Duration of employment on current jobs by age, and sex of workers: 
January 1951 


Total,14| 65and 
and over over 


| Total, 14 


Date current job started dandl over 


Date current job started 


BOTH SEXES MALE—continued 


Total (in thousands).......-.- 59, O10 2,702 || Percent—Continued 
Percent... | 100. 0 100. 0 January 1940-November 
= —|———— 1941... ean eheiane 
January 1950-January 1951 29. 15.8 Before 1940 
September 1945-Decem- Not reported -. 
ber 1949. ......- 35. 
December 1941-August Median years on current job 
1945 ll. 
January "1940-November FEMALE 
1941. =< wes . 4. 5 
Before 1910. +s pins 17.6 
Not reported... 2.3 


Total (in thousands)... | 17,577 
Percent . 100.0 | 
Median years on current job 3.4 : January 1950-January 
1951 36.1 | 
MALE September 1945-Decem- 
ber 1949_- a 35.8 
Total (in thousands) ......-.- 41, 433 2, 164 December 1941-August } 
PO Riciisoncencan 100. 0 100. 0 1945 11.7 
— —|-———_—_— January 1940-November 
January 1950-January 1941. 
1951 - er — 26.1 13.2 Before 1940 
September 1945- Decem- Not reported 
ber 1949- -. Aare 34.7 15.4 
December 1941-August Median years on current job... 
Wee Raenntn naan eaiie 11.6 11.0 


Note.—Percent not shown where base is less than 100,000. 


Source: U. S. Bureau of the Census, Current Population Reports, Labor Force, Series P-50, No. 36. 


On the other hand, a corollary of greater duration and stability in 
employment is the lack of mobility of the aged worker. Moving to 
increased job opportunities, and away from low-paying jobs and pro- 
spective involuntary retirement, does not seem to be the choice of the 
older worker as frequently as it is for other age groups. While 78.8 
percent of the civilian population of all ages are shown by table 16 
to be living in the same house as the previous year without moving 
90.3 percent of those 65 years and over were nonmovers. Of those who 
moved, the great bulk moved only within the same county. 

Statistical data are almost entirely lacking on the productivity of 
older workers, compared with younger adult ‘workers employed at the 
same tasks. Among other reasons, such data are difficult to obtain 
because comparison must be based on appreciably large numbers of 
workers in the same or similar jobs. For small groups, such com- 
parisons would be influenced by great differences in individual work 
capacities. Very limited studies have tentatively though inconclu- 
sively indicated in the past that workers reach their maximum pro- 
ductivity between the ages of 30 and 40, and that productivity de- 
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clined moderately in subsequent years. The heavier the emphasis 
upon a mechanical or highly mechanized employment, the greater 
the decline in productivity, according to some experts. Other studies 
of the output of pieceworkers and the merit ratings of workers in other 
age groups indicate similar trends. 


TABLE 16.—Age and sez of the civilian population 1 year old and over, by mobilit 
status and type of mobility, for the United States: April 1951, for preceding 
year 


| 2 ; 5 
| Different house in the United States (movers) 





























} 


| Total | Same | | Different county (migrants) At 
civil- | house | oa saa ree 
Age and sex ian | (non- | | | 4 . 
popu- MOV- | rota) | Same | | Be- Be- “tesa ’ 
| lation | ers) “| county | With- | tween | tween = 
| | | Total | ina | contig- |noncon- 
| | | | | State | uous |tiguous 
| | | | States | States | 
| | | } 
a ee | i so. a ee ic _— 
Both sexes sa 100.0} 788] 21.0} 13.9 7.0 3.6 1.5 2.0 | 0 
65 years and over... | 100.0] 90.3 | 97) 7.3 2.4 1.5 3 6 | 
Male 100.0} 78.5 2.3] 14.1] 7.2 3.6 1.6 1.9 
65 years and over... .--- | 100.0} 89.7] 10.3 60! 22 1.4 a vt 
Female__. 100.0; 791] 20.7) 13.8 6.9 3.5 1.4 2.0 
65 years and over...-.-.....| 100.0] 90.8| 91] 67] 24 1.5 3 5 1 








Source: U, S. Bureau of Census, Current Population Reports, Population Characteristics, P-20, No. 39 


On the other hand, a survey of over 3,000 companies by the National 
Association of Manufacturers in 1951 showed that such companies gen- 
erally rated their workers age 45 or over in a most favorable com- 
parison with their total employment group. With respect to work 
performance, attendance, safety records, and work attitudes, the older 
workers were rated in this study to be generally equal with other work- 
ers employed by the company. Their highest ratings were in the items 
of attendance and work attitudes. Their lowest was on the point of 
work performance, although even here nearly 93 percent were either 
equal or superior to other workers (table 17). 

Before leaving the subject of the employability of aged persons, 
mention should be made of the fact that the value to the national 
economy of the services of those persons aged 65 and over who are now 
employed is estimated by various experts to be from 9 to 12 billion 
dollars annually. 


TABLE 17.—1951 survey of company ratings of workers age 45 and over 


How older workers compare 























Companies . ; Er : | N j 
reporting Superior -qual | Not equa 
Factors compari- 
son | 
Com- Per- Com- Per- Com-. | Per- 
panies cent panies cent panies eent 
oreeneneaapeneneaea ieee eseitesin gestern ore 
Work performance. -.-_.........--.- 3, 107 697 22.4 2, 185 70.3 225 | 2.2 
Attendance. -__--- sown diknenaipdeniden 3, 114 1, 505 48.3 1, 551 49.8 58 1.9 
ES REET 3, 018 972 32. 2 1, 968 65. 2 78 2.6 
| ESS IERS 3, 026 1, 465 48.4 | 1, 536 50.8 25 8 





Source: National Association of Manufacturers, 1951. 
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Unemployment among aged workers 

For older workers who lose their jobs but prefer to remain in the 
labor force and seek employment, the problem of unemployment is 
a serious one. Census figures indicate that during 1951 there was an 
annual average of 96,000 persons aged 65 and over unemployed, after 
a much higher number of unemployed during the earlier part of that 
year. Of this 96,000, 82,000 were males and 14,000 females. Table 
18 indicates the percentage distribution of unemployed persons in 
the United States by age group in April 1950. It is apparent that 
the problems of unemployment are not primarily problems of old age. 
Only 5 percent of the total number of unemployed men were in the 65- 
and-over age bracket that month; less than 2 percent of the unem- 
ployed women are in this higher age group. But such figures should 
not be misinterpreted: Unemployment rates are higher for wage and 
salary workers in the upper age group than for all other age groups, 
with the exception of the youngest age group (age 14 to 24 years). 
According to table 19, as estimated by the Bureau of Labor Statistics 
from census data, the average unemployment rate for all wage and 
salary workers 14 years of age and older in 1952 was 3.9. But the rate 
in that year for those age 65 and over was 5.0. 

Unemployment rates for elderly workers have generally followed 
the trends of unemployment rates for the labor force as a whole, but 
seemed to fall more slowly than unemployment as a whole in times 
of high employment and rise more slowly in times of low employment. 


TABLE 18.—Percentage distribution of unemployed persons in United States* by 
age groups, April 1950 *° 





Percent of total in age group 


Area and sex Number ; | 

All oa | 7 

ayes | 124 | 25-44 | 45-04 | 85 am 
—- 


: | 
3, 515, 000 100 | 29 38 








2, 628, 000 | 100 | 28 37 
887, 000 | 100 32 42 
! 


Men: United States il ig 
Women: United States_...........-- nae 


| 
Total: United States... 5 
|- 


1 Source: Bureau of the Census, Monthly Report on the Labor Force, April 1950. 
? Data for Columbus relate to February 1950 and for New York to May 1950. 


TABLE 19.—Unemployed rates* for wage and salary workers, by age group, first 
quarter: 1948-52 





| 1948 | 1949 | 1950 | 1951 


1 Percent of wage and salary workers unemployed, estimated by the Bureau of Labor Statistics from census 
data. A breakdown for the unemployed by class of worker and age was not available, but it was assumed 
or this purpose that all the unemployed could be classed as wage and salary workers. 


Even in 1948, a period of “minimum” unemployment generally, un- 


employment rates for wage and salary workers aged 65 and over 
were appreciably higher than for younger adults. The peak was 
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reached in the first quarter of 1950, as shown by table 19, when the 
unemployment rate for those aged 65 and over was 9.8 percent. At 
present, older workers benefit, along with other groups in the working 
population, from the expansion of employment opportunities that 
began in the spring of 1950 and gained momentum in the months 
following the outbreak of hostilities in Korea. However, the unem- 
ployment rate for workers 65 years and over continued to be the high 
est rate among workers over the age of 25. 

When such data are broken down according to sex, however, the 
situation is revealed to be quite different for aged women. Primarily 
due to a high rate of unemployment in the younger age brackets of 
female workers, women who seek employment in the age group 65 
years and over have had a lower unemployment rate duri ing the past 
few years than the average unemployment rate for all fem: ale workers. 
This is in part due to the fact that aged females, once out of work, 
frequently keep house or in other fashion retire from the labor force 
rather than continue to seek employment. In every year, the unem- 
ployment rate for aged females is generally lower than the rate for 
aged male workers. 

For older persons a more revealing measure of unemployment may 
be its duration, although such data are not as reliable as others. The 
figures given in table 20 indicate that the older worker experiences 
especially great difficulty in finding another job once unemployed. 
Long-term unemployment, as measured by the proportion of wage and 
salary workers seeking work 26 weeks or more, was nearly 4 times as 
severe among men age 65 and over as it was in the middle age group 
25 through 44 years. The rate would have been even higher had not 
a lack of job opportunities probably led many older men, although 
still capable of working, to abandon the search for work, and thus 
withdraw from the labor force, This conclusion is borne out by the 
sharp drop in labor-force participation of male workers age 65 and 
older, as shown in table 1. Chart 10 indicates this greater “period of 
unemployment for the elderly wage and salary worker in April 1950. 


TABLE 20.—Unemployed persons, by duration of unemployment, by age, annual 
average, 1951 


[Percent distribution] 





All unem- 


Duration of unemployment | ployed per- 14 to 19 20 to 24 25 to 44 45 to 64 65 years 














| 
sons years years years years and over 
| | | | 

TD icicle icdemaiicnua 100.0 100.0 | 100.0 | 100.0 | 100 0 100). ( 
CUE OF EE, ocncnsccrnssune | 12.4 17. 5 | 15.9 12.1 | 8.7 5.2 
2 weeks. ...-.. 16.0 21.1 | 17.6 | 17.0 | 11.3 | 9.3 
ROL da ddtncekt cesedennad 13.7 16. 6 | 14. 2 | 13.3 12.7 | 10.3 
REE aS, cochgtuidande sande 11.3 11.5 13.0 10.8 | 11.1 | 9.3 
5 to 6 weeks | 9.0 | 8.2 | 9.2 | 8.8 10.3 7.2 
7 to 10 weeks___.... 13. 4 | 11.5 | 13.0 | 14.0 | 14.3 | 13.4 
11 to 14 weeks.. gu] 8.1 | 5.9 | 7.1 9.1 | 8.5 | 10.4 
A IN .ncradieaaptmaiienes 88 | 5.4 | 5.9 | 9.1) 11.5 14.4 
Over 26 weeks..._-........... 7.3 | 2.5 4.2 | 5.8 11.7 | 20.6 
Average duration (weeks)... 9.7 5.9 7.5 | 8.9 | 12.7 | 20.5 


Source: Bureau of the Census, Current Population Survey, unpublished data. 


Studies of the Bureau of Employment Security in the Department 
of Labor have similar findings. Table 21 shows the percentage of all 
applicants in age groups in particular areas studied in 1950, divided 
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as to the length of time during which work was sought. A lesser 
percentage of those age 65 and over sought work for only 4 weeks or 
less. A larger percentage of those 65 and over sought work for over 
2) weeks. Chart 10 illustrates the figures for these areas, showing the 
increase in percentage of all applicants within each age group who 
were age 65 and over and seeking work over 20) weeks. 
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Census figures for 1940 and 1950 show that a large number of aged 
seeking work for a longer period of time is not unusual, including a 
substantial proportion who were unemployed and seeking work for 
over 2 years. The increase of unemployment and the duration of 
unemployment with age is true in both low- and high-employment 
years. Lacking mobility, as stated above, and in many cases the educa- 
tion necessary to adapt themselves to new jobs, the unemployed older 
workers find it more diflicult to learn new skills, acquire new jobs, or 
enter new labor markets. Other studies show that an unusually high 
percentage of all males who exhausted their unemployment insurance 
benefits were 65 years of age and over. 

TABLE 21.—Job applicants seeking work under 4 and over 20 weeks as a percent 
of all applicants in age groups, by area: April 1950 





















! 
| r > 
Age group | Columbus | Houston | Lancaster | New York! 
aaiteneints Seatininpnitnginenianniibiaan | — | - | — | 
UNDER 4 WEEKS 
DOIN ciuthindin ttlied niacin tcnheaveusbienaecnsas: 24.3 22.1 26.6 45.7 
ve a ined 
et ae MIDS... on i cdeemnnnminmnstintindeménmmbnmacine 33.7 235.6 33.1 48.8 
Oe EE ns edndiachenacenhuditanendhbannameuiedind 27.5 326.3 32.2 44.1 
I I na. stork ein dicen eae aank mem camiebiliae 26. 1 23.0 28.7 45.3 
A 18.8 16. 2 24.7 47.9 
Cy IS GB ines ncaa cdtaeninneignttccinstisninnd 18.0 7.5 14.6 36.9 
OVER 20 WEEKS : 
FIONN ss! sntcsbihcisindhceeetpeinettiicmeittalin cclsastiiaeensiiatdla alias 17.5 10.1 15.4 10. 1 
MT nn i oe a hea emiencemebeenl 11.4 95.3 8.1 7.8 
20 to 24 weeks..... a wi ‘ 10.5 38.6 9.8 10.6 
25 to 44 weeks. _- 17.2 8.6 13.1 9.5 
45 to 64 weeks____- et E all 22.4 13.3 19.1 10. 1 
Se A SEO. catunictsiminasnkcabbinineneniemcatne: 23.4 26.8 24.9 14.7 
! ' 











1 Data for New York include unemployment insurance claimants only. 
2 Includes applicants under 21 years of age. 

§ Includes applicants 21 to 24 years of age. 

Source: Department of Labor, Bureau of Employment Security. 

Once out of a job, older workers face an especial obstacle to finding 
other jobs in the face of the prevalence of formal and informal hiring- 
age restrictions. Many studies have been made of job orders, want 
ads, and the employment practices of individual industries. All such 
studies show a high rate of age specifications and requirements and 
discrimination against the older worker. Such age limits in hiring 
significantly reduce the chances of success of older workers in competi- 
tion for new employment, and, as seen above, cause him to undergo 
much longer periods of unemployment than the younger worker. 

A very substantial ae of industries admit to practicing a 
maximum hiring-age limit, ranging from age 35 for women in some 
occupations to age 65 for men in others, with employers most fre- 
quently specifying ages below 45. The frequency of such restrictions 
varies from industry to industry and in individual communities and 
occupations. Apparently a higher rate may be found in large con- 
cerns, new industries, and the clerical, sales, managerial, and pro- 
fessional fields. The service jobs and skilled occupations, along 
with unskilled occupations, have less age restrictions and discrimina- 
tion of this sort. Generally, the restrictions were heavier upon women 
than upon men. Several studies have shown that private pension 
plans, which are a boon to the older worker in retirement, often bring 
with them maximum hiring ages which intensify the unemployment 
problems of the worker before retirement. 
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Table 22 and chart 11 show the findings of one of the more reliable 
studies of age restrictions, conducted by the Bureau of Employment 
Security in April of 1950. It will be noted that, with one exception, 
the great percentage of job orders and openings for workers received 
by public employment offices had such age restrictions, in all areas 
and with respect to jobs for both sexes. The breakdown by major 
occupational groups is also shown, with consistently high percentages 
in the cleri a and sales occupations, and generally high in the pro- 
fessional and managerial groups. 
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Generally, employers relax age specifications when the labor supply 
becomes scarce. However, the common assumption that full or ex- 
panding employment provides a complete solution to the older 
workers’ difficulties in finding employment was, the Bureau of Em- 
ployment Security concluded, completely disproved by the study 
given in table 22. 

Counteracting this discrimination against the employment of older 
workers are seniority rules and special provisions in collective-bar- 

gaining contracts which protect older workers. Frequently these 
aie prevent the discrimination against employment of older 
workers on account of their age, and encourage their retention, with 
special transfers to light work or pay-and- hours adjustments, at the 
advanced ages. S ecial State laws exist in a few States, but appar- 
ently are given little effect. 


TABLE 22.—Job orders* and openings for workers received by public employment 
offices and proportion with age restrictions by major occupational group, by 
sex and area: April 1950 























Major occupational group 
Area Total oe | on , | 
isionaland| Clerical | go... ‘ Semi- 
| manage- | and sales | Service | Skilled Skilled Unskilled 
rial | 
ae ae ee a | 
Percent of total with age restric- | | 
tions: | 
COE ni wine rntnnnwendants 72 73 | 83 63 45 71 
a ne oe er 52 86 85 38 46 77 4 
DDO .ncicicnenianakebwd | 60 67 82 42 46 81 8 
ins ctiginnpcniies 25 30 | 54 23 10 | 9 72 
Percent of total for men with | 
age restrictions: | 
Tee 64 75 | &3 42 45 69 64 
NS REE 50 84 | 88 30 | 46 75 4 
ET i 63 80 | 82 | 53 46 NO 
UE SINE... nontinnawacsoacd 42 | 28 59 28 | 46 21 8f 
Percent of total for women with | 
o- restrictions: | | 
CUMING, a's intinapireiptctioocteol 81 | 60 | 82 77 62 | 82 92 
PRO 6 « cnacsnceedonsns | 58 | 100 | 83 44 67 | 90 ) 
NN a 55 0 82 38 0 85 8 
PAO WUE incuheouacinks 24 | 30 | 53 16 2 | ll é 


1 An order is a specific employer’s request for 1 or more workers in 1 occupation. Data for Columbus and 
Houston relate to employer orders; data for Lancaster and New York relate to job openings. 


Source: Department of Labor, Bureau of Employment Security. 


No attempt will be made in this chapter to analyze or evaluate 
the various reasons given for imposing these restrictions on the em- 
ployment of older workers. Some, without question, are valid; others, 
on the other hand, have been disproved by limited studies made, as 
discussed above; others, though valid, could be alleviated if direct 
measures were to be taken by Government or private industry. 
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CHAPTER 5 
ECONOMIC PROBLEMS OF THE AGING: IN RETIREMENT 


The rate and span of retirement 

Men and women over the age of 65, who once were but are no 
longer in the labor force and not seeking employment, are generally 
considered to be retired, whether their lack of participation is due 
to disability, housekeeping duties, continued unemployment which 
discourages them from seeking employment, or more formal age 
retirement. 

A decline of participation in the labor force on the part of older 
men during the past 50 years, coupled with the concurrent increase in 
life expectancy, has produced some significant results with respect to 
the retirement span. Table 1 shows the average number of remaining 
years for males in the labor force and in retirement, from 1900 to 
i947, with alternative projections for 1975. These estimates by the 
Bureau of Labor Statistics are derived from an application of the 
techniques used in construction of the conventional. life table to the 
measurement of the length of working life. 


TABLE 1.—Average number of remaining years of life, in labor force and in re- 
tirement ; white males, 1900, 1940 ; total males, 1940, 1947, and 1975 


Average number of years of life remaining 


Total ltn} sbor force | In retirement 
| 


At age 20 

White males: ae 
1900 2 . id A 39. 

- ‘ 42. 

Total males: 

1940 7 . 41.: 
1947 7 ; 2.§ 

1975 (A) 3 52.7 2. 
1975 (B) § ? 52. 45. ¢ 


White males: 
1900 2 
1940 

Total males: 
1940 
1947 
1975 (A) 3 
1975 (B) 3 


White males: 
1900 2 
1940 

Total males: 
1940 
1947 
1975 (A) 3 
1975 (B) & 


! Labor force estimates for 1900 and 1940 have been adjusted for comparability with the estimates for 
1947 and 1975, but may not be compared directly with the detailed tables for 1940. 

3 Morts ality data based on records of 11 original death registration states 

3 (A) Assumes continued decline in labor force participation rates for men, 55 years and over, based on 
192040 trends. (B) Assumes labor force participation rates at 1947 levels. 


Source: Bureau of Labor Statistics, 1950. 
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The first column gives the total life expectancy for males at ages 
20, 40, 60. The second column gives the “work-life expectancy,” or 
average number of years of life remaining in the labor force, for males 
at these ages, in selected years; and the third column, the difference of 
the first two, gives the “retirement-life expectancy,” or the average 
number of years of life remaining for males to be spent in retirement, 
at the different ages for these selected years. In 1947, the year for 
which the most recent computations have been made, a higher propor- 
tion of older men were participating in the labor force than normally 
would be the case because of the tighter labor market in that early 
post war year. Thus, the second projected rates for 1975 are based 
on a continued high level of participation. The alternative projection, 
however, assumes a continued decline in labor force participation rates 
for older men as was true prior to the war. 

As illustrated very clearly by chart 1, an analysis of the data given 
in table 1 is of basic importance to a study of retirement. Between 
1900 and 1940, the life expectancy of the 20-year-old man increased 
considerably. But practically all of this increase in the remaining 
years of his life was to be spent in retirement; very little time was 
added to the number of years he could expect to remain in the labor 
force. Similarly, between 1900 and 1940, the gap between the total 
life span and the working life span widened for the 40-year-old white 
male, until he could expect to live for an additional 30 years, or to 
age 70. But his working life-expectancy had declined slightly so that 
he could anticipate nearly twice as many years in retirement as his 
1900 counterpart. 

It has been noted earlier that the increase in life expectancy for 
those at advanced ages was very slight. However, between 1900 and 
1940, although less than a year was added to the life expectancy of 
white males at age 60, the average number of years likely to be spent 
in the labor force at that age was reduced by 2.3 years. Thus the 
average number of years to be spent in retirement increased by 3.1 
years, from 2.8 to 5.9, or more than double. Because of the higher 
employment levels in 1947, the increases in work life and retirement 
life expectancies were more nearly in proportion to each other between 
1940 and 1947. But as life expectancy continues to increase, the year 
1975 will see either a still further increase in years of life in retirement 
without any comparable increase of years that male workers may ex- 
pect to be in the labor force; or, should 1947 patterns of employment 
prevail, there will also be some increase in the male work-life ex- 
pectancy. In either event, the addition of years to life will primarily 
add years to retirement. 

These trends center attention upon one of the most serious aspects 
of our increasing old-age dependency. 

Centuries ago, when life was shorter, living standards lower, and 
most workers were still farmers or small handicraftsmen, practically 
everyone continued to work until forced to cease by death or serious 
disability. Now, the average life expectancy has increased tremen- 
cously because of improved medical science, public health services, and 

eneral living standards. Simultaneously, as we have seen, a com- 
liention of several social and economic factors caused a decrease in 
possibilities of labor force participation for older men. Thus, the 
period during which the average worker must seek support from 
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CHART 1 


AVERAGE REMAINING YEARS OF LIFE 
IN LABOR FORCE AND IN RETIREMENT 


MALE WORKERS, AGE 20 


| in Retirement 
Life } : PROJECTION 
Expectancy In Labor Force 


| 


1940 1947 1975 1975 
(A) (8) 


Paemite wanes Rast . Rasen of 
Of ale @FGrSTRatiOm States PRE wee THEwOS 194? warteens 


some source other than his own employment has lengthened. The 
disposition of the latter years of life between retirement and continued 
productive activity, as will be discussed later, has important effects 
on the size of the Nation’s labor force, the national income, the popu- 
lation’s standard of living, and the relative economic burden of public 
and private programs for supporting the dependent aged, as well as 
the personal adjustment of the individual. If these trends simply 
resulted from a preference for retirement and an increased financial 
ability to retire, the problem would be less serious. But data previ- 
ously set forth on the decline in employment, and subsequently to be 
set forth on the causes and desirability of retirement, indicate that 
such is not the case. 








78 RETIREMENT POLICIES AND RAILROAD RETIREMENT SYSTEM 


Table 2 breaks down the 1940 figures for the average number of 
remaining years of life in labor force and in retirement “for males, by 
color and by urban-rural residence. At 1940 rates, the urban nonwhite 
male had the lowest life expectancy, work-life expectancy, and retire- 
ment-life expectancy at all ages; the rural white male had the high- 
est. Expectancies for rural males generally were higher, in all cate- 
gories, than for urban males. Since the rural worker tends to retire 
at a later age than the urban worker, his greater average longevity is 
contributed to his working life, rather than to the period of retirement. 
The apparently more favorable work-life expectancy rates reported 
for nonwhite men in the upper ages are partially explained by the 
high proportion of farmers among ‘them. hey may, however, be due 
in part to incomplete death registration of nonwhites and to biases in 
age reporting, and should be interpreted with caution. However, as 
a result of the shorter life expectancy of nonwhites, their average re- 
tirement life expectancy is also less than for white workers. 


Tas_e 2.—Average number of remaining years of life, in labor force and in re- 
tirement, males, by color and by urban-rural residence, 1940 






































Age 20 | Age 40 | Age 60 
Color | | 
; In re- | In re- | | In re- 
Total «—~¥ tire- | Total — tire- | Total go tire- 
© | ment | ” ment | | oree | ment 
| | 
Total......- | 468] 411| 87| 25] a7] 58] 151 9.1 6.0 
PINON, 5: «cisccmseniiedn dint leas ants 47.7 41.8 | 5.9 30.1 24.0 6.1] 15.1 9.1 6.0 
IR ee 39.8 36.2 | 3.6 25.4 21.3 4.1) 146 9.5 5.1 
Total urban _----___- 45.6 40.0 | 5.6 28.3 22. 5 5.8 14.1 8.2 5.9 
White 46.4 40.7 | 5.7 28.7 22.8 6.9) 14.1 8.2 5.9 
Nonwhite 37.0 33.4 3.6 23.0 18.8 | 4.2, 12.9 7.3 5.6 
Total rural 48.6 42.8 5.8 31.4 25. 4 | 6.0 16.2 10.1 6.1 
White 49.6 43.4 6.2 31.9 25. 6 6.3 16.2 | 10.1 | 6.1 
Nonwhite__. 43.1 39.3 3.8) 21 23.9 4.2 15.9 | 10.8 5.1 


| 
| 
| 
| 
| 
| 
| 
| 


Source: Bureau of Labor Statistics. 


Table 3 approaches the question of the retirement rate with emphasis 
upon the age of retirement, and shows the median ages of entrance or 
accession to, and separation from, a “stationary” labor force, as 
devised by the Bureau of Labor Statistics, for males, by color and 
residence in 1940. Table 3 shows that the median age for retirement 
from the labor force is highest for the rural nonwhite males, while 
urban nonwhite males, on the other hand, have the lowest median 
retirement age, the only one below the generally assumed retirement 
age of 65. 

Chart 2 gives further illustrations of these figures. Until shortly 
after age 60, the probability of separation from the labor force due 
to death is, of course, somewhat higher than that due to retirement; 
thereafter, and rising sharply just prior to age 65, retirement is the 
leading cause of separation. 
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CHART 2 
ANNUAL LABOR FORCE SEPARATIONS 


DUE TO DEATH AND RETIREMENT 
TOTAL MALES, 1940 


Rate (or Probability) 
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During the age span of the 60’s, over half of the retirements of men 
from the stationary labor force occurred, as contrasted to only about 
a fourth of the deaths. This prevalence of retirement over death as 
a cause for separation from the labor force continues until approxi- 
mately age 77. It is also interesting to note that the rate or proba- 
bility of retirement levels off at age 65, while the probability of death, 
of course, continues to increase steadily. 
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TaBLe 3.—Median ages of accession (entrance) and separation for the stationary 
labor force, males, by color and by urban-rural residence, 1940 * 


[In years] 


| Age at separation 
| Age at 

| accession | 

| All causes Deaths 
| 

| 

| 





eee eae 

| Retiremer 

| 

— he Prenton eset eee a 
a Oe emhtians 17.5 (3, 2 59.0 5 
White.____. aces 17.7 63.6 60.0 5.5 
Nonwhite. wie Sch aeiet -| 16.5 7.7 52.6 2 
NS eee ae ni 17.8 62.1 57.7 0 
White : , i ne ; iaeenants 17.8 62.6 58.5 0 
Nonwhite . pac eee eal | 17.0 54.8 49.9 1 
Total rural. 17.1 64.7 61.1 65 
White 17.3 65.0 62.1 6.4 
16.1 61.7 55.7 5 


MI doe ee cae Pe ----| 


| 
| 


1 Estimated on basis of tables of sidalahian life for 1940. 


Source: Bureau of Labor Statistics. 


Table 4 gives, in a “table of working life” for males in 1940, the 
detailed data which support the previous tables and charts in this 
section. Of those still living at the age of 60 in 1940, 83.8 percent 
would be in the labor force, with an expectancy of 9.1 years of partici- 
pation in the labor force remaining and a total life expectancy of 15.1 
years. At age 65, however, the » percent still in the labor force begins 
to drop off sharply. By age 75, only 28.8 percent are in the labor 
force, with an expectancy on the average of 4.5 years of labor-force 
participation remaining and a life expectancy of 7.3 years. The table 
gives similar data for each age between 60 and 98. 

The ages between 60 and 70, and particularly age 65, have come 
to be ¢ accepted as the conventional time of retirement for men in many 
fields of employment. However, the actual age of retirement is too 

varied from group to group to be adequately lumped under the head- 
ing “Age 65 and over.” Urban workers begin to withdraw from the 
labor market in appreciable numbers not long past age 60, whereas 
the proportion of farm residents in the labor force does not lessen until 
age 75. Older men rapidly drop out of the hazardous occupations 
and those requiring strenuous physical exertion, but many continue 
in lighter work on a full-time or part-time basis. Among the women 
who do spend a large part of their lifetime in gainful employment, 
withdrawal from the labor market starts earlier than for men. 
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TaBLe 4.—Table of working life, males, 1940 


| Number living of 100,000 born Separations from the labor force! Average number of 
alive j (per 1,000 in labor force) remaining years of— 
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Source: Bureau of Labor Statistics. 


Tables 5 and 6 show some of these differences even among the pri- 
marily industrial workers. Table 5 gives the percentage of indi- 
viduals eligible for old-age and survivors insurance benefits who were 
receiving such benefits at the close of selected years, classified by age. 
It is safely assumed that the great proportion of those not receiving 
benefits were still at work. Here, although the emphasis is upon retire- 
ment during the sixties, age 65 itself is not the retirement age for the 
largest proportion. 

Table 6 shows trends in related figures for old-age and survivors 
insurance, several private pension plans, and the Railroad Retirement 
System. In the last 10 years, the percentage of those age 65 and over 
who were fully insured and receiving their benefits under the Social 
Security System has grown tremendously due largely to the expansion 
of coverage in 1950 that enabled many to acquire such status with very 
little service. The percentage of workers who retired upon attainment 
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of the initial age of eligibility of 65 under the social-security program, 
however, tends to follow the employment opportunities for older men 
and women as shown in earlier sections of this chapter. The percent- 
age of men who retired upon attainment of age 65 was approximately 
the same in 1950 as in 1941, although much lower during 1944, 1945, 
and 1946. The percentage of women retiring upon attainment of age 
65 under this program began to fall during those same years, but has 
continued to fall, with the exception of the year 1949, as opportunities 
for the employment of women have continued to expand. On the 
other hand, the average age of retirement under social security did 
not change significantly during the war, but has begun to drop in the 
postwar years of 1948-50, as employ ment opportunities for older men 
decline. Nevertheless, the predominant age of retirement continues 
to be from 3 to 4 years past the normally accepted retirement age of 
65. There is no appreciable difference in the trends in average age 
of retirement between the sexes, with the men consistently showi ing a 
slightly higher retirement age, on the average, than women under 
OASI. Railroad retirement shows similar figures with a slightly 
lower average retirement age, due no doubt in part to the fact that 
a more adequate annuity upon which to retire is provided by that act. 
Data on the average age of retirement under the few private pension 
plans surveyed, by no means a representative sample, show similar 
trends during the war years, and a consistently lower average retire- 
ment age. During the years when work opportunities increased, re- 
tirement on a pension seemed less attractive to the average worker 
who preferred to remain employed as long as possible. 


Tare 5.—Estimated percentage of those eligible to receive OASI benefits who 
were receiving such benefits at close of selected years, by age 


[Corrected to Aug. 13, 1952] 


Percent of those eligible actually 
receiving OASI benefits 


Age at close of 1951 sl ba etiicantidiidmameitiies 
| 1951 1949 | 1947 | 1945 





Totl..... biaramadcoanvilatonieabnadudans agama amaaiatil | 68 59 | 48 | 
OE A ais Is «80 5. oe eRe ea 2 Eo ee ie oe ae eo 
ci ah a i cman apenas caddie eet a eee sic cet ete aarti j 59 34 ccemimaliace Rial ae osteae, 
69-70 : : : LATA AeA clack een etc 69 | 50 | 2 . 
ge eee ra gD tein eR AE a a aa 78 59 | 40 | 20 
73 and over_....._. j eV an On SEN SAC EE Oe EER EGE TE INN 93 | 77 60 | 40 





Source: Social Security Administration 


arr a ae ore eg 








RETIREMENT POLICIES AND RAILROAD RETIREMENT SYSTEM 8&3 


TaBLeE 6.—Retirement under social security, railroad retirement, and private 
pension plans 


Percent | Percent of retired 

fully in- workers who re- | Average age of re- | Average 
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old-age | with pen- 

survivors Men Women | Women sion plans Men | Women 
insurance 


! 
| 
} 
| 


Wiccnksatutwnetin 20 
eae, canal 29 | 
en eel 31 
1944 “ . 30 
1945. 30 | 
1946 eS 35 | 
i Soe vadvnndsse 47 | 
1948 s 48 | 
| ss 52 | 
WEE cn ackredtbensies 59 | 
a reamiianen | 7” 


97. 4 Y. 2 OR, ¢ 


ai. 


2N 


rt 
~—h 


98. 5 68.2 


t 


6. 
6 
20). 2 is 6. 
26. 69.5 68,2 6 
24. 69. 5 68.5 6 
20. 69. 6 68. 7 6 
22. 5 69,2 68.6 6 
23 68.7 68.5 6 
26. ! 68. 5 6s. 3 6. 

6. 

N 


am 


Norns 


4 


te 


t 


CoS 


5 


22. ¢ 68.7 | 68.0 5, 


26. § 69. 68.3 


ARAPARADAAAAS 
SS HAs 


rwNonwmew 


Nh Ny ty 
Ne ote 


1 Based on retirements at age 65 and over, except that retirements for women after 30 years’ service betwoen 
60 and 65 are included for years 1947-51. 


Sources: Social Security Administration; data on private plans obtained by Sumner Slichter, of Harvard 
University for a monograph on employment of older workers; Railroad Retirement Board. 


The Bankers’ Trust Co. survey of 289 industrial pension plans in 
1950 showed that nearly 90 percent of them fix the age of 65 as the 
“normal” retirement age for both men and women. A large percentage 
of such plans also have compulsory or automatic retirement, with the 
large bulk of these making retirement at age 65 mandatory. Other 
studies have shown that the overwhelming majority of pension plans 
in private industry, like the two major Federal old-age security sys- 
tems, the old-age and survivors insurance program, and the Railroad 
Retirement Act (for men), establish age 65 as the initial age for eligi- 
bility for a full annuity, exclusive of disability. As was previously 
seen, prevailing employer attitudes and policies toward employment 
of men and women age 65 and over also tine an important toe 
in determining the retirement age of those workers. Older men, once 
out of work, often experience difficulty in finding new jobs, and after 
prolonged unemployment cease to look for work and consider them- 
selves retired. Such causes will now be examined in more detail. 

The causes of retirement 

If older men and women prefer to remain in the labor force as long 
as job opportunities are available, why do they retire even at ages past 
654 Although many studies have attempted to analyze this question, 
four tables, tables 7-10, are presented here to give insight into that 
problem. Table 7 gives the reasons for stopping work of persons in 
the experienced labor reserve in March 1951. Unfortunately, these 
data, the most comprehensive prepared by the Census Bureau, do not 
further define the first reason listed, “age or retirement.” Naturally, 
the larger percentage of those men 65 years and over stop work for 
that reason, with proportionately fewer retiring for the other reasons 
stated. Nevertheless, it is significant to note that of the others listed, 
illness or disability leads all other reasons for stopping work after the 
age of 65, the next most frequent cause being cases of men who were 
laid off or could not find suitable work. With respect to aged females 
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in the experienced labor reserve, “age or retirement” is a much less 
important reason for stopping work. Illness and disability propor- 
tionately become more important reasons, as do family responsibilities 
and the involuntary loss or lack of employment. 


TaBLe 7.—Reason for stopping work of persons in the experienced labor reserve 
in March 1951, by sex 


[Percent not shown where less than 0.05 percent] 





















Total, Male Female 
on canis 
Reason for stopping work pot prone | a es 
| er die 5 years | m_,. 35 years 
fee | Total | and over Total! | and over 
Total who worked during or after World | | 
ON RE IE SAT ONE: thousands_.} 13, 284 | 2, 328 | 1, 160 | 5, 836 546 
i islasit teiaeewanniigigsseticns akan tikteadiay deh aeniae abe 100.0 | 100. 0 | 100.0 | 100. 0 100.0 
I CI i ic dil ele eine eRaaees 8.2 36.9 60.7 | 3.8 26.0 
ons chacuackaeawnesiwenemend 14.6 26.7 24.0 19.9 38. 5 
Return to school bb ce diae nematenamane 3. 5 | De teavase =e Ne Baca 
Family responsibilities 5 Lapel wie ahaa aes ee nie 44.4 1.2 1.0 34.3 9. é 
Family did not want them to work Matesekieoee 10.3 3.1 2.6 15. 2 6.6 
Laid off or could not find suitable work_-..........-- 6.5 | 7.0 4.8 9.6 10.3 
Changed place of residence emaseaes 3.8 9 | yf 5.2 1.1 
Poor working conditions or community facilities 3 2.2 1.6 3.1 37 
Other and unknown_--...-...--- lire ii 6.3 | 8.2 4.7 7.5 4.4 
Total who worked during but not after World | | | | 
a eae thousands. -| 4, 796 | 552 | 380 | 2, 188 222 
 cictireynatnatidnceckeaine Len acai latiaicm uae nes 100.0 100.0 | 100.0 | 100.0 | 100. 0 
DR Cs dictnnnnsercedibesnereeciewsnteadbuns 73 47.5 | 60. 5 | 3.8 | 21.6 
RIDINGS OF IMAI NEY 2 hoa 5 oe eenceranou coven cbs. 13.0 25.7 | 20.0 | 19.7 | 39.6 
INE so nicthiendncknn nnntmcicceheennbeahemen 1.1] Oi i tecencas sO tad sic 
Family responsibilities pe achicha RRR Sienna mies 44.6 | 1.8 1.1 33.9 | 12.6 
Family did not want them to work.___.....-....----| 16. 1 | 5.1 | 5.8 | 21. 6 | 10.8 
Laid off or could not find suitable work_...-.....__-- 5.8 6.9 | 5.3 | 7.6 | 6.3 
Changed place of residence. ___-- Moc beaiskaiiciceue 4.8 | ‘7 | 5 6.4 | 1.8 
Poo: working conditions or community facilities... __| Lat dik Lacks jnlenetene 1.9 | 4.5 
Other and unknown...- etntecunpiubtnwornnts 5.5 8.0 | 6.8 | 5.0 2.7 
‘Total who worked after World War II | | | 
thousands. -| 8, 488 | 1, 776 | 780 3, 648 324 
POI A cctitak thins: ctsbtitishalncdecwe | 100.0 100.0 | 100. 0 100.0 | 100.0 
| —— | - 
Age or retirement._.........- 8.7 | 33. 6 60.8 3.7 | 29.0 
IiIness or disability -- 15. 5 | 27.0 | 25.9 | 20. 1 | 37.7 
Return to school a atin ee i 4.9 | TD licctenvenl I Bec aici tie 
Family responsibilities. .......__- i a 44.3 1.0 | 1.0 | 34.6 | 7.4 
Family did not want them to work __--- al 7a 2.5 | 1.0 | 11. 4 | 3.7 
Laid off or could not find suitable work ; 6.9 7.0 4.6 10.7 | 13.0 
Changed place of residence _-__..__-.-- ina 3. 2 | 1.0 8 | 4.5 | 6 
Poor working conditions or communit | 2.6 | 2.8 2.3 | 3.8 3.1 
Other and unknown..........-... pick ieees seiner lie taaedbendb | 6.8 | 8.2 3.6 9.0 | 5.6 





! Excludes those separated from their husbands but not yet divorced, and those married with children 
under 6 years old. 


Source: U. 8. Bureau of Census, Current Population Reports, Labor Force, p. 50, No. 38. 


Table 8 gives the reason for termination of last covered employ- 
ment by male OASI beneficiaries in 20 cities, from 1940 to 1947. Here 
again, two factors are emphasized : The large majority of “retirements” 
or termination of previous employment after age 65 was involuntary ; 
the worker either lost his job or quit his job necessarily because of 
health. Secondly, the factor of health or disability again predomi- 
nates as a cause of termination of employment at advanced ages. Only 
approximately 1 in 20, throughout the years covered by these surveys, 
wished to retire. 

In the 1940 OASI survey, the reasons for retirement were classified 
by age, and health was found to be an increasing cause as age increased. 
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TaBLE 8.—Reason for termination of last covered employment be ah entitlement, 
male old- age insurance be ne fic iar ies in 20 citie se: 19 40- 





1940 1941-42 1946-47 
entitle- entitle- 1944 entitle- 
, rents 19 > tle. " 
Reason for job termination ments, ments, 12 entitle ments, 
7 large > ments, Phila- 
cities | Boston delphia 
Baltimore 


Number naam chs on , 2, 38 567 ‘ 218 


Total (percent) ...........-. : 1 100 . ( 1 0.0 


(2 oc eenns " ; : ‘ 55.7 ) 25. 5 53. ‘ 
job on-eee ooo - oo-- .3 5 ‘ 5 46). 
ealth on me 33 1 } 34. | 

W ished to retire... ies 4.7 5.6 8. 

Other reasons. .......... / . » 5. 7. 5.6 6.4 


| Philadelph iia, “Baltimore, St. Louis, Birmingham, Memphis, Atlanta, and Los igeles. Includes 
iry 1941 entitlements in Los Angeles. 
Ohio, population between 10,000 and 75,000. 


ree: Social Security Administration. 
lable 9 shows the reason for leaving the last job or for having had 
no saan for individuals accepted for old-age assistance in 
April 1949 who were receiving old-age assistance (but not old-age and 
survivors insurance) in March 1950. For those aged persons who had 
had some employment after 1936, but who were not employed during 
the first quarter of 1949, disability was in all cases the major reason for 
leaving dheir last job. The importance of disability as a reason for 
retirement increased, and the proportion of other reasons given de- 
cre’ ased, with advancing age over the 65-year limit. For those who 
had no employment after 1936 the fact that the large proportion of 
them were housewives was the major reason; but again, disability 
was an important factor, especially with advancing years. 


TasLeE 9.—Employment status 1937-49 of individuals accepted for old-age assist- 
ance in April 1949 who were receiving old-age assistance but not old-ave and 
survivors insurance in March 1950: Reason for leaving last job or for having 
had noe meployme' nt, by age and sen 

Percent of recipients with specified employment status 


|} With en after 1936 


| With some employment 
| after 1936 but not en- |———————————————————— 
Num- ployed first quarter 


ber | 1949 Reason for having no With 


Sex, age, of | employment incom- 
- recipe |= ciate biicieiamatsiccee: See 


| em- 
ients | Reason for leav- Total ploy- 
ing last job | " ment 
sect iat ee re oad Dis- House-| Other | record 
| ability | wife | reason 
Dis- Other 
ability | reason | 


soth sexes, total 


CO wm Oo 


14, 376 | 


7, 428° | 
3, 582 
3, 366 


wo 
o 





pe 
NO | 
ae] e | 
oow! ~ 


| 
| 


Neo * 
roa | | 


i} 


YNe 
cronsa | oo | 





np 





20.1 
9.9 





: Source: Social Security Administration. 
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Table 10 shows the reasons given for retirement by pensioners 
retired on a pension by private companies surveyed by the Twentieth 
Century Fund’s ree ent study. Again, a very sm: all percentage retired 
voluntarily. Compulsory retirement imposed by employers because of 
age played the most important part, a fact consistent with the studies 
mentioned above which revealed that companies with pension plans 
frequently have compulsory retirement ages. Health, accidents, and 
disability again played a leading role. 


Retirement versus employment 

In view of the involuntary nature of most retirements, and existing 
public and private policies which encourage or require retirement, 
serious consideration must be given by those in policy-making posi- 
tions as to the comparative values, to the individual and society, « of 
retirement rather than employment for older workers. 


TABLE 10.—Reasons given for retirement by private pensioners 


Reason for retirement Percent 





Retired by company hecause of age - eincnitiainiae sina hcetiabintie kt 57 
Retired by company or voluntarily because of poor health or ‘accident. ea re 25 
Retired by discontinuance of job Laecbpinhakelhanebaatbladuhantdinagade 4 
Retired voluntarily to have some RONNIE oo osc suc dccncucnasuactistivaeddes 9 
er entnnns TI Or CS sas ara mee nde dubintbhseeapues heesndewhsmnakbhaesune 5 





Source: Preliminary Results of Twentieth Century Fund Retirement Survey, 1951. 








Considering the problem first from the financial standpoint of the 
individual, tables 11 and 12 enable a comparison between the total 
retirement. income, including old-age and survivors insurance benefits 
(but not earnings in employ ment or temporary income) of social-se- 
curity beneficiaries, and the earnings of such beneficiaries. Table 11 
suggests that among old-age and fged-widow beneficiaries in current 
payment status the entire year—a fourth of the men and a fifth of the 
women old-age beneficiaries, and an eighth of the aged widows, had 
some earnings during the year, many of whom are employed only 
part time or ‘part of the year. Annual earnings of most beneficiaries 
who have some employment are relatively small. Of those with earn- 
ings, about a fourth of the men and a third of the women old-age 
beneficiaries, and a fourth of the aged widows, earned less than $150 
for the year. It should be pointed out that these data relate only to 
beneficiaries entitled in all 12 months of the survey year, i. e., the data 
exclude beneficiaries whose earnings in covered employment exceeded 
$50 in any one month. If the latter had been included, the earnings 
would probably have been higher. Two-thirds of the men old-age 
beneficiaries and four-fifths of the women old- -age beneficiaries and 
aged widows earned less than the limit set by the social- security work 
clause in 1951 of $50 a month or $600 a year. In terms of all bene- 
ficiaries in the 1951 national survey, about 8 percent of the men and 
4 percent of the women old-age beneficiaries, and 3 percent of the aged 
widows, earned over this amount. (For the most part, they wor ked 
in noncovered employment or were aged 75 and over and therefore 
were not subject to benefit suspensions. The limit on earnings has 
since been raised to $75 per month. 
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TasLeE 11.—Earnings of old-age and survivors insurance of old-age and aged- 
widow beneficiaries, 1951 


Potal 


f 


beneficiary 


i ith 
current 


Type of beneficiary group 


Men old-age beneficiaries 


Nonmarried 
Married, wife entitled 
Married, wife not entitled 


nen old-age beneficiaries 


Nonmarried 
Married, husband not entitled on 
wife’s wage record 


Aged widows-..... 


Findings based on preliminary tabulations. 


Source: National Old-Age Survivors Insurance Beneficiary Survey, 1951, sau | le data. 


Small as such earnings may be, they would appear to be most helpful 
in supplementing the meager independent money retirement income of 
these beneficiaries, as shown by table 12. The figures stated therein 
include 12 months’ old-age and survivors insurance benelits, employer 
and union pensions, veterans’ pensions, private annuities, and income 
from trust funds, rents, interest, and dividends. Among aged bene- 
ficiary groups in current payment status the entire year, almost two- 
thirds had less than $600 per person for the year (less than 350 a 
iionth per person) in independent money retirement income, includ- 
ing benefits. Only a small proportion of beneficiaries might be able 
to live at even a modest level on their total independent money retire- 
ment income. Ten percent had $1,200 or more per person for the year 
(3100 or more a month per person). 

It is not surprising, then, that even most of those retired on private 
pensions, generally producing a higher income in addition to social 
security, are not, for the most part, satisfied with such status, particu- 
larly if their retirement income is as low as is most frequently the case 
(table 13). Needless to say, satisfaction with retirement increases 
with the amount of retirement income. 


33494—53—pt. 2——-7 
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TasL_e 12.—Total independent money retirement income, including old-age and 
survivors insurance benefits, of old-age and survivors insurance beneficiar 


1951 


| Percent with annu 
dependent mon 
tirement incom 


Total num- 
ber of bene- 


ficiary 
om groups in 
Type of beneficiary group eran 
Less Syoor  & 
payment | “ 
“a ecigpe than ore | or 
- ~ | 60K per per- rr 
tire vear y per per pe I 
. person son 
All groups combined - 18, 553 63 ig 
1-person groups 
Nonmarried men old-age beneficiaries 4, 248 53 22 
Nonmarried women old-age beneficiaries. . 2, 631 68 If 
Aged widows j 2, 443 71 16 
2-person groups 
Men old-age beneficiaries, wife entitled 3, 074 61 19 . 
Men old-age beneficiaries, wife not entitled 2, 403 68 15 
Women old-age beneficiaries, husband not entitled on wife's 
wage record... ; : 404 75 7 { 


Source: National Old-Age Survivors Insurance Beneficiary Survey, 1051, sample data 


To be considered with these data are the several studies showing 
that a significant proportion of social-security beneficiaries do prefer 
to work. Many are working, and of those who are not, considerable 
numbers seek work or would do so if they thought opportunities were 
available. These studies indicate that at least a fifth of the men who 
become entitled to insurance benefits under the social-security program 
in any year might remain at work in their regular jobs if their em- 
ployers were willing to keep them, or might take comparable jobs 
with other employers if their regular jobs were terminated. At least 
part-time or occasional employment is preferred to retirement by 
many. The results of the most recent survey showing the percentage 
who were employed, unable to work, wanting work, and not wanting 
work are given in table 14. Although only 15 percent of the old-age 
and survivors insurance beneficiaries are shown as wanting work, this 
is two-thirds of the number who are not working, but who are able to 
work. In a similar earlier survey nearly 25 percent of male primary 
beneficiaries said they were able to work without reservations, but 
were unemployed and seeking employment. The data in table 14 re- 
late to all beneficiaries, including some who retired 10 or more years 
ago. The ratios for beneficiaries in the first year of their retirement 
would likely show a higher proportion wanting to remain at work. 


TABLE 13.—Satisfaction with retirement and retirement income of private pensioners 


Percentage regarding 


Annual retirement income: retirement satisfactory 
RII i a Ne a a an dieeue wae 38 
Sei 2c ence. eaao gaa abema doudedeh se tbsun wee 52 
IN a 66 
IC aN i a nh wicca vw en ee 73 


Source: Preliminary Results of Twentieth Century Fund Retirement Survey. 
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Taste 14.—Old-age and survivors insurance beneficiaries’ ability to work and 
attitude toward employment 


Percent of beneficiaries reporting they 
were— 
Total number — = ———$ $< 
of beneficiaries 
in current 
payment status Employed 
entire vear at time Unable = ——— 
reporting ¢ of inter- | to work Not 
view Wanting 


wanting 
| work 
work work 


Not working but 


Type of beneficiary ible to work 


Men old-age beneficiaries Saeed 11, 059 of 18 
Women old-age beneficiaries Sea 2, 547 } 71 ( ll 
Aged widows 3 ianicionsiniatyaniadasl 2, SA4 : \ 3 


Includes schedules received too late for first tabulations, 


Nortre.—Findings based on preliminary tabulations 


Source: National Old-Age and Survivors Insurance Beneficiary Survey, 1951, sauiple data. 


Since health and disability were predominant causes of retirement, 
however, a large percentage of those over 65 not now working would 
be physically unable to return to work. Other OASI surveys have 
shown approximately two-thirds of the beneficiaries to be disabled. 
It is likely that neither changes in public policy, employment policies, 
or the labor market would bri ing a significantly large percentage of 
those physically unable to wor k back to employ ment. Three condi- 
tions daa | be considered with these figures, however. First, data for 
the last 5 years show only a small number (less than 1,000) and per- 
centage of those persons rehabilitated by the vocational rehabilitation 
program to be age 65 and over, although the age group 45 to 64 is more 
adequately represented, Because of the decline in participation of 
aged persons normally active in the labor market, or who could be 
rehabilitated for a vocation, perhaps this small percentage is not sur- 
prising. However, in 1949, the average weekly earnings after rehi ibil- 
itation of those in the 45- to 64-ye: w-old age group were about $35.50, 
and the over-65 age group about $28, when previously two- thirds of 
the combined group had been une mployed. Vocational rehabilitation 
is one possibility. 

Secondly, the OAST surveys show that many disabled beneficiaries 
would be able to work part time or at light jobs. Others were able to 
work full time, although many of them were not employed. Fre- 
quently an ample percentage of the 50 percent or so reporting them- 
selves as unable to work were actually employed at the time of the 
survey. Of the remaining half of the beneficiaries, a large proportion 
preferred full-time work with no qualifications as to light or part-time 
work. 

Finally, as suggested by table 15, based on four surveys of the 1945 
OASI male beneficiaries, the percentage who are physically able to 
work is particularly large at ages 65 and 66, with the percentage who 
consider themselves physically unable to work increasing with age. 
Again those age 65 and over should not be indiscriminately lumped 
together. 

Moreover, inability to work was much more common among the men 
whose jobs were terminated during the war years, for rel: atively more 
of them had quit their jobs on account of ill health; roughly, a half to 
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three-fifths said they could not do any kind of work, but the proportion 
may be less in times of low employment. On the other hand, one’s 
opinion of his own employability is probably overstated, and depend 
ent somewhat upon the state of the labor market, his chances of getting 
a job, his age, and the time elapsed since his retirement. 

In general, it may be concluded that most old people work as long as 
they can and retire only because they are forced to do so; that a good 
percentage of those who do retire would welcome the chance of return. 
ing to work, if able. A considerable portion do have some employment 
after originally retiring and drawing retirement benefits. 

What, then, does society lose as the result of unnecessary retire 
ments of those men and women over the age of 65 who are able and 
willing to work ? 


Tarte 15.—Percent of male primary beneficiaries who considered themselves 
physically unable to work, by age at entitlement, 4 surveys, 1945 





Phila- Birming- 
a a ; delphia : = ham, Los 
Age at entitlement and Balti- | St- Louis | yremphis, | Anvel 
more ind Atlanta 
I a ee 55.0 40.4 
Dick ese vnenkdunetnancdactimanyceteeibebhbhbhweheneninen 51.8 25.9 
ee re ee d 43.5 31.3 
67-68 s 51.0 39.8 
69 and over : i 73.1 58. 0 








Soure:: Social Security Administration. 


First to be considered is the potential contribution to estimated 
manpower requirements which may be expected from men and women 
in the older age groups. Older workers constitute a significant part 
of the experienced labor reserve. Important additions to manpower 
supply could be achieved by bringing back qualified older men and 
women with previous work experience, aided by retraining and care- 
ful placement where necessary for their maximum utilization. 

Table 16 summarizes the work experience of persons in the labor 
reserve in March 1951. There were 2,068,000 males ages 65 and over 
and 4,916,000 females in that age group in the labor reserve. About 
56 percent of these older males and 11 percent of these older females 
had obtained work experience since the beginning of World War IL. 
Aged men constituted 6 percent of the total labor reserve, and aged 
women 14 percent. Of those in the labor reserve who worked both 
during and after the war, 12 percent of the men were age 65 and 
over. 








Fer 
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TARLE 16.—Summary of work experience of persons in the labor reserve in March 
1951, by age and ser 


With work experience since be ning of 
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Total | perience 

he- 


| 
| 
| 
' 
| 
| 
| 


Total 

§ ’ persons | p 

Ace and sex } in labor |}-———— -—— orked | Worked | Since 
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| 
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| 
| 
| 
| 


reserve nines a. 
of total 
in labor 


reserve 


Number 


Total, 20 and over... 
and over 


to 44 

45 to 64 

Sand over 
Femule, 20 and over 

Married, with children 
under 6 years old 
Other 
20 to 44 
tito 64 
65 and over 


Percent distribution 


Total, 20 and over 100.0 100. 0 


, and over 


20 to 44 

sito 64 

65 and over. . 

Female, 20 and over 
Married, with children 
under 6 years old { 38. £ 

Other 2 ‘ 43. § 7 45.6 
SME Gitnsaotckads 71.3 24 23.3 
45 to 64 — ‘ 27 15. 2 17.7 ‘ Le 
65 and over. __.__- alt 3. 4 Sule 4.6 bs 18.9 


: U. 8. Bureau of the Census, Series P-50, No. 38, Work Experience of the Labor Peserve: March 


It has been estimated that about two-fifths of the craftsmen and 
foremen in the experienced labor reserve were 65 years of age and 
over, this being the occupational group for which there is the most 
urgent current and anticipated demand. Of those 65 and over who 
worked after World War II, but are now in the experienced labor 
reserve, 20 percent of the men, in their last postwar job, worked as 
craftsmen or foremen (table 17). About 14 percent were operatives 
and kindred workers, and 14 percent were service workers in other 
than private households. Of those women age 65 years and over who 
are now in the labor reserve but who had worked after World War 
II, about one-fifth were operatives and kindred workers and 22 per- 
cent were private household workers. Almost one-fifth were service 
workers other than private households. Eight percent had been 
clerical workers and nearly 10 percent professional or technical. 

Since such a large ratio of the aged persons are currently em- 
ployed in agriculture, where retirement may be delayed more easily, 
the largest proportion of the-aged who worked after World Wac II 
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who are now retired and in the labor reserve were last employed in 
nonagricultural industries (table 18). 
the aged women in the experienced labor reserve had worked since 
the war in a manufacturing industry, and nearly 24 percent in private 


households. 


An estimated 16 percent of 


TABLE 17.—Major occupation group of last postwar job of persons in the 
experienced labor reserve in March 1951, by age and sex 
[Percent not shown where less than 0.05 percent] 


Major occupation group of 
last postwar job 





Total who worked after 
World War II 
thousands 
Percent 
Professional, technical, and 
kindred workers 
Farmers and farn wnagers 
Managers, oflic and pro- 
rietors, exe, farm 
Clerical and kindred workers 
Sale. workers 


Craftsmen, foremen, and kin- 
dred workers 


In durable manufacturing 
In nondurable goods man- 


ufacturing 

In other industries, in- 
cluding industry not re- | 
ported 


Operatives and kindred work- 
ers 
In durable goods manu- 
facturing 
In nondurable g 
ufacturing ‘ 
industries, 


ods Man- | 


in- 


In other 
cluding industry not re- 
ported 
Private household workers 
Service workers, exeept pri- 


vate household _.-_.. 
Farm laborers and foremen-.- 
Laborers, except farm and 
mine : ; 
Occupation not reported 


Total who worked both 
during and after World 
War Il 

Percent f So 


thousands 


Professional, technical, and 
kindred workers 

Farmers and farm managers 

Managers, officials, and pro- 
prietors, exe. farm 

Clerical and kindred workers 

Sales workers 

Craftsmen, foremen, and kin- 
dred workers 


In durable goods manufac: | 
turing - 

In nondurable goods man- | 
ufacturing. -- | 

In other industries, includ- 
ing industry not reported. 


Footnote at end of table. 
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TaBLE 17.—Major occupation group of last postwar job of persons in the 
experienced labor reserve in March 1951, by age and ser—Continued 


[Percent not shown where less than 0.05 percent 
Male Female 


Total, r- Other 
20 ‘ 
Major occupation group of years 
last postwar job old 
und 
Over 


Operatives and kindred 
workers 


In durable goods manufac- 
turing 
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ufacturing 
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ing industry not reported 
ite household workers 
ice workers, except pri- 
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,except farm and mine 
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Total who worked after 
but not during World 
War Il thousands 2.010 336 2 9 10 1, 674 2 1.012 7 ne 42 
TVereent 100.0 100.0 1 ( 100.0 100.0 me 1 100.0 


Professional, technical, and 

kindred workers aa 9.5 ¢ 20.0 6.7 
Farmers and farm managers 3.6 ‘ 1 
Managers, officials, and pro- 

prietors, exc. farm 
Clerical and kindred workers 
Sales workers 
Craftsmen, foremen, and kin- 

dred workers 


In durable goods manu- 
facturing 

In nondurable goods man 
ufacturing 

In other industries, includ- 
ing industry not re- 
ported 


Operatives and kindred work- 


ers. 


In durable goods manu- 
facturing 

In nondurable goods man- 
ufacturing | 

In other industries, includ- 
ing industry not reported 


Private household workers 

Service workers, except pri- 
vate household 

Farm laborers and foremen 

Laborers, except farm and mine } 


Occupation not reported --| 


1 Excludes those separated from their husbands but not yet divorced. 
Source: U. S. Bureau of Census, Current Population Reports, Labor Force, p. 50, No. 38. 
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Not only are these workers who are now retired and in the experi 
enced labor reserve a potentially valuable contribution to many occu 
pations and industries, but by returning to work they would also re 
duce the need for their support by others which, because of negligible 
income of their own, necessarily comes from public or private sources 
of one type or another. The number of dependent nonworkers agi 





65 or over per 100 workers has grown tremendously in this country, 


both numerically and proportionately. The importance of these 
trends is emphasized by recent expert estimates that the total annua! 
institutionalized cost of providing for the aged exceeds $714 billion 
This includes OAST and Railroad Retirement contributions, Gover 
ment and private pension plans, old-age assistance, veterans’ programs 
for the aged, and public and private expenditures for institutional 


and custodial care. Obviously, as recently pointed out by a leading 


life-insurance company, postponing the age of retirement for even a 
few years brings a sharp decline in the funding cost for a public o1 


private pension, regardless of the age at which the contributions of 


the employee or employer begin. 


TABLE 18.—Major industry group of last postwar job of persons in the 
erperienced labor reserve in March 1951, by age and sex 


[Percent not shown where less than 0.05 percent] 
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Total, \far- Other 
my rie i. a 
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Construction pond ke | See 1 eet Bel ES Me: 5 8 9 5 1 
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nication, and other | | 
public utilities 4.7 8.9 6.6 7.4/)11.3) 3.6 4.4 2.9 3.9 Re 
Wholesale and retail 
trade ..| 23.6 | 12.4 | 19.1 9.5 | 9.7 | 26.5 | 26.1 | 26.9 | 30.9 | 23.5 12 
Finance, insurance, and 
real estate f 3.0 2.3 1.2 17); 3.3 3.2 4.8 1.9 2% 1.5 1 
Private households 6.3 2.0 1.6 2.5 2.1 7.4 3.1 | 11.0 8.1 | 12.9 23 
Educational services 3.6 1.5 4 eewet: 42); 42] 42 4.0 4.1 5 
Hospitals 2.8 S 4 4 SO) ZOt 281 BS 3.6 2.6 j 
Other service, forestry, 
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Total who worked both 
during and after World 
War II thousands... 6,478 1, 440 206 464 770 5,038 2,402 2,636 1,446 908 28 


Percent 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 (100.0 100.0) 100 


Footnote at end of table. 
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TaBLe 18.—Major industry group of last postwar job of persons in the 
experienced labor reserve in March 1951, by age and ser—Continued 


[Percent not shown where less than 0.05 percent] 
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! Excludes those separated from their husbands but not yet divorced. 


Source: U. S. Bureau of Census, Current Population Reports, Labor Force, P-50, No. 38. 


The increasing proportion of retired persons among persons age 65 
and over, the involuntary nature of a large share of all retirements, 
and the significant percentage of retired persons who are able to work, 
all of which are shown above, substantiate the conclusion that the 
number of persons age 65 and over in the labor force could be increased. 
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By how much, however, is a matter of dispute. It has been estimated 
that if wartime proportions were again reached with respect to em- 
ployment, 500,000 additional aged persons would be working, reducing 
relief and insurance benefits, and increasing the national product by 
about $114 billion. Others, including Harvard economist Sumner 
Slichter, have estimated the present loss of production from retired 
workers to be from approximately $3 to $5 billion annually. This is 
greater than the total of OASI, railroad retirement, and private pen- 
sion costs at present. Estimates as to how many aged persons could 
be added to the labor force vary from 500,000 to 1,500,000. The most 
general agreement is on the fact that no one really knows. However, 
the present contribution of those age 65 and over is estimated to be from 
$9 to $12 billion, or nearly 4 percent of the national product. If all 
of these aged persons were to be excluded from the labor force, not 
only would those billions of dollars be lost, but the cost of such pro- 
grams as our retirement insurance program would be increased by 15 
to 20 percent. 

Private Provisions for retirement 

Private pensions will, in the future, likely become an important 
source of income for aged men and women. Today, however, as is 
shown in table 1 of chapter 3, receipt of private pensions is still a most 
insignificant source of income to the aged. Only approximately 3 
percent or 400,000 aged persons were receiving income from that 
source in December 1952, although this is a conservative estimate that 
does not include 250,000 or more pensioners’ spouses over age 65. It is 
important to realize that most of these are retired industrial workers 
already receiving social security benefits. 

Insured pension plans have recently been estimated by the Twenti- 
eth Century Fund Survey to pay an average annual benefit of $692, 
and trusteed plans an average annual benefit of $901. The total pay- 
ments of private pensions in 1950 constituted a little over $500 million, 
or about 0.2 percent of the total personal income in the United States. 
Compared to other nonwage incomes of persons over 65, such as OASI 
and OAA, private pension payments are not an inconsequential part 
of the total of all such incomes. 

Nevertheless, private pension plans remain a very small or insig- 
nificant source of total income to aged persons today. The 1951 
National Survey of Old-age and Survivors’ Insurance Beneficiaries 
showed that among aged beneficiary groups in current payment status 
the entire year, only 17 percent of all beneficiary groups had employer 
or union pensions. A fifth of the old-age beneficiary groups had 
such pensions, but only 2 percent of the aged widows. Three-fourths 
of these pensions were from private employers, and one-fourth from 
Federal, State, and local Government pensions, railroad retirement 
pay, or union pensions. Of the 2 percent aged widows receiving pen- 
sions, most were survivors’ benefits from Government or railroad re- 
tirement plans, not employer or union pensions. Of the beneficiary 
groups who received such pensions, two-thirds had employer and 
union pension incomes of less than $600 per person per year. Only 
15 percent had such pension incomes of $900 per person per year. 
This meant that only 6 percent of all beneficiary groups had employer 
and union pension incomes of $600 or more per person and only 2 per- 
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cent had $900 or more per person. Table 19 gives more detailed data 
by type of beneficiary, including beneficiaries of public plans. 


TaBLE 19.—Joney income of beneficiary groups from employer and union 
pensions,’ percent distribution by amount during survey year 


[Preliminary figures] 


Women old-age 


beneficiaries 


Men old-age beneficiaries 


Pension income Mar- Mar- 
Non- ried, | ried, Non- 
Total?| mar- wile | wife Total mar- 
| ried enti- | not en- | ried 

tled titled 


Mar- 
ried 3 


All beneficiary groups 


Number of groups 5 77$ 4,2 3, 974 2, 403 2, 495 2,031 464 


Total at anne , 100.0 100. 0 100.0 100, 0 100. 0 100.0 
No pension 7 1.3 75 72.7 se SS. 4 84.7 98. 0 
Pension _. 5 . 21.9 ke 7.2 .3 11.6 15.3 2.0 


Amount of pension : 1 \ ) 100. 0 


Less than $75_. 

$75 to $149 : 3 

$150 to $299 _ 11. 

$300 to $599 ‘ 27. 3 

£600 to $899 ; ws ; 23.3 22. 6 

$900 to $1,199 _. ‘ 9. f 9.6 

$1,200 to $1,499 14. 

$1,500 to $1,799 . 3.5 3. § 

¢} ae a ae 5 1. 5 

OD. ite ‘ od a 

$2, 100 to 92908 8 1.4 2.0 

$3,000 or more aa 1.6 2.0 : i 
Median, groups with pensions $64 $600 $636 ‘ $5 $540 


1 Represents money income received as retirement pay from a former public or private employer, railroad 
retirement benefits, and union pensions financed entirely by members 

2? Includes 154 beneficiary groups consisting of married and nonmarried men with 1 or more children under 
age 18, not shown separately; 20 received pensions. 

’ Husband not entitled on wife’s wage record but may be on his own. 

4 Percent distribution computed on small base and therefore subject to large sampling variations, 


Source: National Survey of Old-Age and Survivors Insurance Beneficiaries, 1951 (beneficiaries with no 
benefit suspensions). 

A complete analysis of all of the implications inherent in the growth 
of private-pension plans and an evaluation of their adequacy is outside 
the scope of this chapter. Each one varies from the rest in method 
of financing, eligibility requirements, benefit levels, coverage, and in 
all other aspects. Their phenomenal growth has previously been 
called to the attention of the Congress, and they are the subject of a 
recent study issued by the Joint Committee on the Economic Report. 

Some historical background of private employer and union 
pensions, particularly with respect to the railroad industry, has been 
set forth in part 1 of this committee report. Since 1940, a tremen- 
dous growth of private-pension schemes has been brought about by 
congressional action with respect to the tax deductibility of retirement 
— by administrative decisions of the } ge gee Labor Relations 

Soard and Presidential fact-finding boards, } 'v_extensive promotion 
of such plans in private industry and by particular unions, and, prior 
to 1950, at least, an inadequate OASI program. 

It has been estimated that nearly 10 million workers in December 
1951 were employed by concerns with private-pension plans. Almost 
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all of these were also covered by OASI or railroad retirement. But 
estimates as to the number of private industrial pension plans in 
existence and their coverage, both today and in the past, vary widely, 
Chart 3 was prepared by the Libr: ary of Congress on the basis of thie 
most ae able data gathered by the committee staff, to show the growth 
of private-pension ‘plans from 1930 to 1951. On one point, all sources 
and figures are in agreement; the last 20 years, and in particular the 
last 10 years, have shown a tremendous multiplication of private-pen- 
sion plans, due to the aforementioned reasons. The average annual 
benefit of such plans has increased over the same period of time, along 
with the number of beneficiaries receiving annuities thereunder. The 
number of employees covered has likewise more than tripled, although 
the great majority of workers are not yet included under any plan. 


Cuart 8 
THE GROWTH OF PRIVATE INDUSTRIAL 
PENSION PLANS, 1930-1951 
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At present, private pensions are unlikely sources of income in the 
old age of persons not engaged in a particular industry subject to 
a pension plan resulting from the collective bargaining of a particular 
union. Table 20 shows the breakdown of private-pension plans in 1950 
according to collective bargaining and union groups. More than 5 
million of the over 8%, million workers covered under private-pension 
plans were covered as a result of plans which had been developed 
around the collective-bargaining table, and more than half of these 
were under the jurisdiction of the CLO. Of those who worked in 
industries where one or more collective-bargaining agreements pro 
viding for private pensions were in effect, their “chances of being 
covered varied considerably. A much larger percent of all employees 
in the mining and quarrying industry, for example, are covered by 
collectively bargained private pension plans, but the percentage 1s 
infinitesimal in industries such as trade, finance, insurance, and 
services. Other surveys show that firms with 500 or more employees 
are twice as likely to have pension plans as those with less than 
100 employees. 


Taslie 20.— Unions and coverage of private pension plans, 1950 


Numbers in Percent of 
thousands total 





Total workers under pension plans 2 8, 6 100 

Plans under collective bargaining-_---- os . 7 ect 5, 123 59. 6 
Cs = 2, 882 33.6 
AFL... 7 31s 15. % 
Other unions. -...-. wr) 10 

Other. ' 3, 477 40. 


Source: Bureau of Labor Statistics on number of plans under collective bargaining; other figures from 
Committee staff estimates. 

Moreover, studies by various private research groups have shown 
that practically all private pension plans impose either age or service 
eligibility requirements, and about 50 percent include both. ‘Thus, 
only a relatively small percentage of workers who are likely to devote 
at least the greater part of their entire working career to one em- 
ployer are effectively covered. 

The amount of benefits to be paid varies from company to company, 
and among different industries, depending upon their financial con- 
ditions and the age compositions of their employees. 

Thus, private pensions are criticized on several grounds: they (1) 
frequently lag, in terms of benefits payable, behind the cost of living 
as well as varying sharply in amount; (2) establish barriers to 
the employment of older workers (as previously discussed) ; (3) im- 
pose compulsory retirement on a chronological age basis (as previously 
discussed) ; and (4) either restrict the mobility of the employees or 
fail to provide protection for those who leave after a considerable 
period of years. Experts in the field generally agree that such pension 
plans do not alone meet the problem of old-age security, although 
performing a useful role in supplementing benefits available under the 
basic public programs. 


Public provisions for retirement 


A fundamental factor in the economic status of today’s aged, al- 
ready discussed incidentally with respect to income and adequacy 
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of retirement, are the Government-sponsored programs providing 
income for the aged. As shown by table 21, public social insurance 
programs have had a tremendous growth in the past decade. The 
most striking growth of all, of course, is the number of beneficiaries 
receiving old-age retirement benefits, and the total amount of such 
benefits under the social-security program. From a little more than 
$20 million paid out in benefits in 1940, the program grew until in 
1951 over $1,361,000,000 in benefits had been paid. During the same 
period, the average number of retired workers and eligible wives (and 
an insignificant number of their dependent children) receiving bene- 
fits grew from little more than 77,000 to over 2,756,000. The railroad 
retirement program, other Federal programs, and other publicly 
sponsored old-age retirement and related plans had substantial, though 
less phenomenal, increases. 


TABLE 21.—Beneficiaries and benefits under social insurance and related pro- 
grams, by risk and program, 1940-51 ' 
(Corrected to July 25, 1952] 





| ees RT pee eee 
Risk and program | 1940 1944 1945 | 1946 | 1947 | 1948 | 1949 | 1950 | 1951 





-Amount of benefits (in thousands) 











Old-age retirement 330 277'523, 099) 602, 335/748, 672/899, 556 1, 048, 943) 1, 242, 942/1, 466, 438) 2, 167, 694 
Old-age and survivors in- | | | | 
surance 2 21, 074/119, 009) 157, 391/230, 285 299,830) 366,887} 454,483] 718. 473]1, 361, 046 
Railroad retirement | 83,342) 98, 667/106, 240/117, 800,138,517) 150,148] 168,915] 176,925] 187, 085 
Federal civil-service 49, 069) 59,843) 64,816) 72,409) 81,877} 101,426) 123,717] 135,267] 152, 428 
Other Federal contribu- | | | | | 


tory 3 714, 1,086) 1,266) 1,504) 1,802 1, 987 1, 894! 2, 142) 1, 836 
Federal noncontributory ¢_| 53,308 60,744) 74,892 111, 304 148,245) 174,274) 229,202) 156,045) 165, 239 
State and local government | 

retirement 103, 000 134, 500 143, 000 158,000 175,000 190,000 203,000, 220,000 246, 000 
Veterans’ program ¢ 19,770 49,250 54,730 57,370 54,285 64, 221 61, 731 57, 586 54, 060 


| 


Beneficiaries (in thousands), average monthly number 


Old-age retirement: | | | 
Old-age and survivors in- | | | | | 


surance ? 77.2, 463.4) 591.8) 842.71,068.1) 1,294.9 1, 574.6; 1,918.1) 2,758.8 
Railroad retirement 102.0; 121.5) 129.1) 139.7; 147.1 156.0 164.3 174.8 182.0 
Federal civil-service 47.4, 57.0, 62.5) 70.2) 80.1 90. 6 101.5 111.0 120.4 
Other Federal contribu- | | 

tory 3 .6 9 1.0 1.2 h. 1.5 1.6 1.7 7 
Federal nonecontributory 4 32, 2 32, 2 37.6 51.5 65.6 74.7 103.8 67.3 69.0 
State and local government \ | | 

retirement 4 } 113.0) 146.0); 155.0, 167.0) 180.0 190.0, 200. 0} 213.0 230.0 
Veterans’ program ¢ 29. *| 52.4; 59.1 62.5 61.6 59.8 57 ‘| 53. 5 50.2 

| | i | 





1 Partly estimated. Data for State and local government and for Federal civil-service and other contribu- 
tory retirement plans exclude refunds of employee contributions. 

2 Includes benefits paid to aged wives, to aged dependent husbands (first payable September 1950), and 
to the dependent minor children of living beneficiaries. For 1951, average number of aged wives or depend- 
ent husbands was 597,759 and average number receiving benefits as children of living beneficiaries was 
61,727; payments certified to these groups amounted to $180,540,000 and $11,739,000, respectively 

4 Includes a small but unknown number and amount of disability and survivor beneficiaries and benefits. 

* Beginning 1950, identifiable disability benefits and beneficiaries shown separately and only a small but 
unknown number and amount of disability and survivor payments included with old-age retirement. 
For earlier years, old-age retirement data include small amount of survivor and significant amount of dis- 
ability payments. 

§ Benefits for fiscal year (usually ending June 30); beneficiaries for last month of fiscal year. Data for 1950 
and 1951, preliminary. 

@ Under Veterans’ Administration. Old-age retirement data are for veterans of the Spanish-American 
War, the Boxer Rebellion, and the Philippine Insurrection. Disability data include pensions and com- 
pensation, and subsistence payments to disabled veterans undergoing training. Lump-sum payments are 
for burial of deceased veterans. 


Source: Social Security Bulletin, September 1952, p. 27. 


As previously shown by table 1 of chapter 3, over 4.4 million aged 
persons today receive benefits from these publicly sponsored programs, 
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a figure well over one-third of the total population age 65 or over. In 
addition, 2,600,000, or nearly 20 percent, were receiv ing old-age assist- 
ance payments, including approximately 400,000 receiving both old- 
age assistance and old-age and survivors insurance. This is in sharp 
contrast with the situation on January 1, 1935, before the passage of 
the major social insurance and assistance programs, when only 3 per- 
cent of the persons in the United States age 65 and over were actually 
receiving public benefits of any sort. Even this was mostly relief, 
averaging only about $15.50 per month, or about one-third of the 
current average primary OASIT benefit. 

At the end of June 1952, 3.4 million beneficiaries of the old-age and 
survivors insurance program of social security were aged 65 or over; 
2.4 million were drawing benefits as retired workers, 700,000 as wives 
of retired workers, and 400,000 as widows, widowers, or parents of 
deceased workers. These aged beneficiaries represented more than one- 
third of the 9.1 million persons in the aged population who were no 
longer receiving support from earnings. 

The total monthly benefits under the old-age and survivors insur- 
ance program payable with respect to the wage record of an insured 
worker range from a minimum of $25 to a maximum of $168.90 per 
month, in accordance with his past covered earnings and the ounlae 
and the relationship of the persons entitled to benefits. Entitlement 
depends upon the insured status of the worker, the age and relation- 
ship of the worker and his de pendents and application for such bene- 
fits or payments. In fiscal year 1953, social-security benefits awarded 
toa retired worker and wife aged 65 and over are expected to average 
close to $95 per month; for a single worker, $60 per month. These 


benefits are higher than those paid to people now on the rolls, because 
these will be awarded for the first time under the new benefit formula 
provided by the 1950 amendments. In June 1952, the average benefit 
for a retired worker with no exponen receiving benefits was $40.10. 


When the worker and his wife both received benefits, the average per 
family was $70.10. Benefits for aged widows averaged $36. Families 
made up of a widowed mother and two children received, on the 
average, $95.80. 

In the future, it is expected that a far higher proportion of workers 
will have protection through social insurance in their old age. Of 
the total paid civilian employment of 60 million in June 1952, ap- 
proximately 86 percent were covered by a public program. Of those 
not covered by any public program, about half are self-employed 
farmers. (See table 22 and chart 4.) Such coverage figures, how- 
ever, are often misleading when all requirements for eligibility are 
taken into account. For ex xample, the Social Security Advisory Coun- 
cil in 1948 estimated that, even with complete extension of coverage 
and continued high levels of employment, by 1970 only from 76 to 86 
percent of the men and from 17 to 25 percent of the women age 65 
and over in the population would be fully insured under the old-age 
and survivors insurance program. 

At the beginning of 1952, there were an estimated 89 million living 
persons who had worked at jobs within the coverage of the system 
since Janu: ry 1937. Sixty-two million of them were insured, and of 
these, 23 million were permanently insured—that is, retirement bene- 
fits at age 65 or survivor benefits in case of death, could be paid on their 
records even if they had no more work in covered employment. 
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CHART 4 


MOST WORKERS HAVE 
OLD-AGE PROTECTION 


COVERAGE STATUS OF CIVILIAN WORKERS 
UNDER PUBLIC PROGRAMS, DECEMBER 195! 
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The purpose of the old-age and survivors insurance program of 
social security is to provide continuing income for workers and their 
families as partial replacement of earnings lost because of old-age 
retirement or death of the wage earner. 

TABLE 22.—Hstimated number of persons in paid civilian employment, by cover 
age under a public program providing old-age benefits: June 1952 


{In millions] 


Coverage Status Number Percent 
ccogianainnneminasiés stentless < — — qumeatinete 
Total paid civilian employment a nbd ; 0.0 100 
Covered by a public program 51.4 86 
Old-age and survivors insurance 16.0 77 
Railroad retirement 1.4 2 
Government employee retirement 1.0) 7 
Federal 15 2 
State and local. . 2.5 4 
Not covered by a public program 8.6 4 
Agriculture 9 9 
Wage workers 1.1 , 
Self-employed 4.2 
Domestic service 9 
Government 1.0 
All other 1.5 


Source: Social Security Administration 





RETIREMENT POLICIES AND RAILROAD RETIREMENT SYSTEM 103 


A complete analysis and history of social security is outside the 
scope of this report and has been adequately presented by other con- 
gressions al committees. Nor will any attempt be made to analyze all of 

he alternative proposals to the present public insurance or assistance 
programs. 

The railroad retirement program similarly provides continuing 
income for railroad employees and their families as partial replace- 
ment of earnings lost through the retirement or death of the employee. 
Phis program is thoroughly described and analyzed in part 1 of this 
report. Other publicly sponsored programs are also more thoroughly 
analyzed in that part of this report. Mention should be made of 
the fact that although at present only about 300,000 aged persons re- 

wive the more liberal payments under the various veterans programs, 
this number will grow tremendously in the next 50 years. 

The idea of public social insurance, it should be added, has proven 
to be widely popular, and regarded as the proper function of the 
Kederal Government. Table 23 shows the results of one recent poll on 
this question. Other polls by the Survey Research Center, the Roper 
fortune Survey, and the American Institute of Public Opinion made 
available to the committee have shown broad popular sup port, inelud- 
ing the support of older people themselves, for the social-security 
program, its extension and its improvement. 


PuBLIc OPINION Survey ON SocraL Securiry Laws 
TABLE 23.—August 1952, Roper survey—National adult population 


Here are some things that have been done in the past 20 years and we'd like 
to know which you think were good to do and which you consider mistakes. Do 
you think this was a good thing to do or that it was a mistake? 


SOCIAL-SECURITY LAWS WERE PASSED THAT GIVE PENSIONS TO PEOPLE OVER 65 
Percent 
Good thing e 
EI i iciteecingcinmicniaenindacin 3 
Neither entirely good nor bad (volume) - 5 
Don’t know and no answer : : at spaces 5 


The other major federally sponsored program for income main- 
tenance of those aged no longer receiving earnings is the old-age- 
assistance program, which, in contrast to old- age and survivors insur- 
ance, gives direct relief on a basis of a financial need determined by 
the States. 

Table 24 shows the number of aged persons receiving each type of 
payment, and the average amount thereof, since 1940. In 12 years, 
the number of old-age-assistance recipients has not substantially in- 
creased, while the number of old-age-insurance beneficiaries, as pre- 
viously noted, has increased tremendously. As a result, as shown in 
chart 5, and as the result of the rapid increase in old-age-insurance 
beneficiaries since the 1950 amendments, the latter program has be- 
come the larger of the two income-maintenance programs since early 
1951, and continues to increase while the number of persons 65 years 
of age and over receiving old-age assistance has slowly declined. 
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Cuart 5.—Number of old-age assistance recipients and old-age and survivors 
insurance beneficiaries aye 65 and over: 1940-52 


OLD-AGE ASSISTANCE INCREASED IRREGULARLY UNTIL 1950 ANO 1S NOW DECLINING SLOWLY. OLO-AGE INSURANCE 
INCREASED RAPIDLY AND, AS THE RESULT OF THE 1950 AMENOMENTS, BECAME THE LARGER OF THE TWO INCOME 
MAINTENANCE PROGRAMS EARLY IN 1951, 


MILLIONS OF PERSONS 65 YEARS OF AGE AND OVER 
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TaBLeE 24.—Number of aged persons receiving old-age assistance and old-age in- 
surance and average amount of payments, 1940-52 


Old-age assistance recipients Old-age insurance 
beneficiaries ! 


December 
Average s Average 

Number monthly Number monthly 

payment payment 


Thousands Thousands 
2 $20. 26 147 | 

21.2 7 

23. 37 

26, 

28. 42 

3.3 


37 

42 

44.7 

43. 3 

45. 51 3, 468 | 
| 


PHPNYPNNPNWN 


1 Relates to beneficiaries over 65 only; i. e., retired workers, and their wives, widows, and surviving parents. 


Source: Social Security Administration. 


Table 25 shows, by State, the percentage of persons over 65 receiving 
old-age-assistance payments or old age and survivors’ insurance bene- 
fits. In States such as Louisiana where a large percentage of the aged 
population is receiving old-age assistance, a “disproportion: itely small 
percentage are beneficiaries under the old : age and survivor's insurance 
program. On the other hand, in more highly industrialized and 
wealthier States, the percentage ‘of aged receiving old age assistance is 
relatively low and the percentage receiving old-age-retirement benefits 
under the old-age-assistance program is comparatively high. The 
average for the United States is about in the middle. 

The expanding program of old age and survivor’s insurance has 
not yet reduced the old-age assistance rolls to the extent that was 
generally expected when social security was enacted. One reason is 
the considerable number of aged old-age and survivors’ insurance 
beneficiaries whose benefits and other income do not meet their neces- 
sary expenses, a problem discussed above. It is generally recognize d 
that some beneficiaries with unusually small bene! fits, or in unusually 
great need, or both, will require old-age assistance in addition to 
old-age insurance. 
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TABLE 25.—Population 65 years and over receiving old age assistance or old ay: 
and survivors insurance, by State: June 1952 





Ba ae ial Old age and survivors 
| Old age assistance escatashogei 
Population ae csi canada amas tccetepeeanes tial 
65 vears } 
and over Percent of Percent 
Recipients population | Beneficiaries) populat 
65 and over 65 and o 
i a siaidiuaiiaaiaa janine ee 
United States........----- | 13,070, 000 2, 614, 275 20.0 3, 456, 866 
Alabama isles iniiecmeele 213, 900 33.9 40, 144 18. 8 
Arizona “an 49, 200 28. 4 12, 282 2 
Arkansas = deeaee 159, 300 36.4 | 24,925 
California a eal 978, 800 27.9 300, 942 i) 
Colorado sada ‘ Sa 122, 800 38. 9 27, 882 4 
Connecticut sictieonnlsin 188, 700 9.2 60, 008 | if 
Delaware... oe 27, 700 6.3 8.510 | sf 
District of Columbia. as 60, 700 4.5 12, 672 a 
Florida fat 263, 600 25.5 | 80, 047 0) 
Georgia icici sabe 234, 700 40.6 39, 704 | 1f 
Idaho. ._... a 46, 400 19.9 10, 032 21. 
Illinois actnisvetnenanee 800, 200 13.7 | 224, 278 | 28.0 
Indiana ckenewne 378, 900 11.3 102, 121 | 27 
lowa eames anewent 284, 400 16.8 | 48, 866 | 17.2 
Kansas.-... dia 203, 300 18.2 34, 763 17.1 
Kentucky inemueele 246, 100 271 45,435 | 18 
Louisiana... - eit 191, 000 63.1 35, 097 | 18.4 
Maine eae 96, S00 14.6 32,197 | 33.3 
Maryland ia : 173, 400 6.5 | 47, 463 | 27.4 
Massachusetts -_ wuete 493, 200 19.9 174, 345 | 35.3 
Michigan ... saad 493, 700 18.5 149, 697 | 30.3 
Minnesota. — - ad 283, 200 19.2 | 59, 282 | 20.9 
Mississippi. bs ee 162, 200 35.5 | 18, 196 | 11.2 
Miss ur ee 427, 500 30.7 | 90, 133 21,1 
Monta 19... 54, 500 20.2 | 11, 589 21.2 
Netra ka ob. cieeen isan 136, 500 15.1 | 20, 881 | 5.3 
Nevada... re neds 12, 000 22.6 | 3, 336 | 27.8 
New Hampshire ______....--- 60, 100 11.6 20, 171 33.6 
New Jersey eae 422, 400 5.2 148, 751 | 35.2 
New Mexico 35, 500 30.4 | 5, 604 15.8 
New York..... 1, 341, 300 8.5 433, 963 2.4 
North Carolina 242, 200 71.2 44, 504 18. 4 
North Dakota 50, 400 17.5 | 5, 1085 | 10 
Ohio ‘ a 750, 600 15.3 | 221, 812 29 
Oklahoma 205, 900 46, 2 32, 463 | 15.8 
EE 6 nts encn 142, 900 15.7 | 46, 955 | 32. 
Pennsylvania | 938, 200 ae 310, 963 | 3 
Rhode Island ___- 74, 400 | 12.6 | 30, 142 | 40). f 
South Carolina on 7 12%, 300 34.5 20, 360 | Vf 
South Dakota 58, 000 20.3 | 6, 889 11.9 
Tennessee 3 250, 500 | 23.8 | 42,861 | 17.1 
NE re uaeoun = aA 554, 400 | 39.4 91, 870 | if 
Utah 45, 400 | 21.4 | 11,007 | 24. 2 
Vermont... Nceteneate 40, 800 Ta. 5 | 10, 660 2 
Virginia. ...... * 229, 200 | 8.1 46,825 | 20.4 
Washinzton....... ae canis 228, 000 29.3 72, 217 1.7 
West Virginia. _.-. hatha 147, 700 17.8 41, 62> 28 
Wisconsin. ........ pitiabaiiel 326, 600 | 15.6 84, 027 25 
), ae 19, 500 21.5 4, 311 2 





Source: Social Security Administration. 


As shown by table 26, a significant number of aged persons do 
receive both old-age and survivors insurance benefits and assistance 
payments. Although their number has nearly tripled in the past 4 
years, the percentage of old-age insurance beneficiaries who are also 
receiving assistance has experienced only a slight unsteady increase. 
Likewise, the percentage of old-age assistance recipients who are re 


ceiving both has increased, since their over-all number is dropping 
while the number of OASIT beneficiaries grows. These persons are 
eligible because their insurance benefits and other income do not meet 
their nec essary expenses. 

The national survey of the old-age and survivors insurance bene 
ficiaries in 1951 indicates that the large proportion of those bene 
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ticiaries who also received income from public assistance received 
amounts ranging from $150 to $900 a year from that source, primarily 
in the $300 to $600 bracket. 

About 2,600,000 needy aged persons are receiving public assistance. 
While the number of aged on assistance is much higher than it was 10 
vears ago, their proportion in the aged population has slightly 
declined. 

TABLE 26.—Aged persons receiving both old-age survivors insurance benefits and 


assistance payments, 1948-52 


Aged persons receiving both old-age 
survivors insurance and old-age 
| assistance 
| 
| 
| 
' 


Month and year Percent of 


i 
| Number Aged old-age 
survivors 
insurance 
beneficiaries 


Old-age 
assistance 
recipients 


une 1948__. cate 5 : 146, 000 10.0 
September BONO. cic onn ante is a a 276, 200 12.6 
August 1951__._- ire ‘ i . ‘ 376, 500 11.9 |} 
FO DIING Bete cic oc akaccnenanten i jee iol 406, OOO 12.0 | 

' 


Source: Social Security Administration. 


A clearer picture of the number of recipients of old-age assistance 
and their proportion in the aged population is shown “by chart 6. 
The total number of recipients rose, of course, as the aged population 
rose. But the percentage of old-age assistance recipients among the 
aged (number per 1,000 aged in the population) fell rapidly during 
the war years when employment of the older worker was at its 
highest. Although the total number of recipients began to rise rapidly 
as postwar opportunities declined, the number began to decline grad- 
ually after the 1951 social-security amendments which extended OASI 
benefits to more of our aged population, and as the Korean conflict 
made possible more job opportunities. Asa result, it has never reached 
the peak it held in earlier years. 

Chart 7 shows the average monthly payment under old-age assist- 
ance by State in August 1952. It will be noted when this chart is com- 
pared with table 25 that the percentage of persons over 65 receiving 
old-age assistance and the average monthly payment paid per rec — 
do not follow the same State- by- State trends. Genet rally speaking, 
the wealthy States, where the number and proportion of old-age assist- 
ance recipients was lowest, are able to pay the highest amounts; and 
the reverse is true in poor States where the proportion of old-age 
assistance recipients is highest. 
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CHART 6 


NUMBER OF RECIPIENTS OF OLD-AGE ASSISTANCE 
AND NUMBER PER 1,000 AGED POPULATION* 
CONTINENTAL UNITED STATES, JUNE 1940-52 
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Conclusion 


The problems outlined by the data set forth in this volume are 
challenging ones for this Nation, indeed for all nations. This growing 
burden of the aged is a phenomenon common to all industrial countries, 
reflecting among other things the increase in the relative number of 
aged in the population, the drop in employment among older workers 
as agriculture has become relatively less important in the economy, 
and the shift from traditional patterns of income maintenance and 
old age. The rate at which these changes are taking place differs from 
country to country. They seem to be more accelerated in the older 
industrial nations but are also evident in countries in which a shift 
from the agricultural to an industrial economy is of more recent origin. 
All must face these problems. 
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CHART 7 


OLD-AGE ASSISTANCE 


AVERAGE MONTHLY PAYMENT, BY STATES 
AUGUST, 1952 


COLLARS PER RECIPIENT 
»” 
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Lousiona ..°. ~ *, soo ; 
Michigon. 1.2.3 *. 

Arizona 
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SOURCE Seca! Security Admorwstrotion The Library of Congress 
Leg siotwe Reference Service 
Robert. Bosch, i2-1-se 


No 949 
As stated at the outset, the committee is not attempting to draw 


any significant conclusions or recommend any legislation on the basis 
of data compiled in this report. Its essential purpose is descriptive, 
factual, and analytical. The material contained herein has been of 
assistance to the committee and the committee staff in analyzing the 
railroad retirement program and its relationship to other programs; 
and the committee is of the hope that such materials will be similarly 
helpful to the Congress and others studying the problems of the aged. 





APPENDIX TO PART 2 


DIGESTS OF SELECTED, RECENT REFERENCES ON 
PROBLEMS OF AGING 


Aside from its compilation and analysis of the most significant data 
available on problems of aged persons, the committee believes there 
should be furnished to Congress digests of selected, recent references 
dealing with these problems. For this reason, the chairman directed 
the committee staff to prepare such material which is included in this 
appendix. Assisting the staff in the selection and preparation of these 
digests were Mr. Charles A. Goodrum and other personnel of the 
Legislative Reference Service, Library of Congress. 

Studies concerned with various phases of the general problems of 
aged persons are vast in number. Those summarized here we believe 
to be representative. Other references may be found in Selected 
References on Aging; an annotated bibliography (36 pp.), Federal 
Security Agency, Committee on Aging and Denuates 1952: Some 
Basic Readings in Social Security (87 pp-) and 1950 Supplement 
(49 pp.), F ‘ederal Sec urity Agency, Social Security Administration ; 
A Selective Bibliography on the Welfare of Older People, Welfare 
Council of New York City, 1949; Selected List of Bibliographies on 
Aging, prepared by the Library, Federal Security Agency, for the 
Conference on Aging, 1950 (a bibliography of bibliographies). 


PROBLEMS OF AGING 
DIGESTS OF SELECTED, RECENT REFERENCES 


CONTENTS bs 
General Problems of Aging. = jotta evaneediiiie tt thea 11 
Employment Problems of the Mate WOME gc eo en no . 119 
oe ER nei eae 
Examples of Social and Physiological Problems of the Aging_-----_---_-___- _ 161 


GENERAL PROBLEMS OF AGING 


1. Abrams, Albert J. New patterns of state action for the aging. State gov- 
ernment (Chicago) vy, 24, Sept. 1951 : 233-37, 239-40. 

The author attempts here to summarize (1) what the 48 States are finding to 
be the major problems of their aged, and (2) what they are doing about these 
problems. He finds that in the over-all picture mere sustenance of the destitut« 
aged and medical care of the helpless are being subordinated to a new principle 
of public care: keep the older person working; keep him self-supporting; and 
keep him happy by keeping him useful. 

Such programs are made up of five basic points (1) Prevention—the prevention 
of needs and the prevention of physical and mental deterioration; (2) Rehabili- 
tation—combatting the aftermath of chronic ailments or vocational “slippage” 
by use of a task force of medical, psychiatric, vocational and social work experts 
whose aim is to restore oldsters first to self-care, and finally to self-support; (3) 
Comprehensiveness—embracing the whole spread of services from pre-retirement 


110 
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counselling to specialized placement of older job seekers, from mental health 
cuidance for old people to guidance into old age homes: (4) Extension—de- 
scribed as having a twofold aspect, one relating to the extension of services, not 
merely to the low-income aged but to all aged; the other, pertaining to an expan- 
sion in depth, a reaching down of old age programs to cover the middle-aged so 
as to avoid or curtail problems of later years; and (5) Planning and Integration: 
the development of special agencies in the programs to control their over-all 
planning and administration. 

The author provides examples of each of these points as seen in various pro- 
grams throughout the cguntry, and then presents six standards by which to 
judge future programs, policies, legislation, and directives affecting the aged: 

1. Do they retain and strengthen, rather than weaken, the seli-respect and 
dignity of the elderly person? 

». Do they promote his mental and physical health? 

3. Do they meet a real need which he cannot reasonably meet himself? 

t. Do they promote a feeling of usefulness? 

5. Can they be achieved without impoverishing the people of the State or 
weakening our economie structure? 

6. Do they prevent or erase discrimination against the elderly? 

States are carrying out these programs in a broad pattern of activities. The 
author finds vigorous work being done in adult education, recreation, and special 
park facilities, but he finds little activity in the area of special housing for the 
aved. Help from the Federal Government is resulting in increased facilities for 
the chronically ill, and both Federal and State Governments are bringing about 
iuprovements in the welfare programs of the States. 


2. Clague, Ewan. The gerontological revolution: some problems and some op- 
portunities. Journal of the American Society of Chartered Life Under- 
writers (Philadelphia) v. 6, Sept. 1952: 316-25. 

The “gerontalogical revolution” in the United States is characterized at mid 
century primarily by rapid growth during the Twentieth Century in the number 
and proportion of older men and women in the population and by a growing 
gap between the total life span and the work-life span. However, these develop- 
ments have not, as yet, been accompanied by comparable modification of at- 
titudes and actions which profoundly influence the status of older persons in 
our society. The future accommodation of social and economic thinking and 
behavior to the needs of an aging population will determine whether the 
gerontological revolution, in terms of longer life for more of our citizens, creates 
challenging opportunities as well as complex problems. 

There have been three underlying causes of these problems and the changed 
age structure of the population: the long-term decline in the birth rate, the 
cessation of large-scale immigration after World War I, and increases in 
longevity resulting from the improvement in living standards and advances 

medical science. In 1950, the Bureau of Labor Statistics undertook to esti 
mate the impact of population and labor force trends on the life pattern of the 
average worker. In 1900, a white male aged 40 had an average life expectancy 
of slightly under 28 years, or to age 67.7. He could expect, on the average, to 
remain in the labor force for 24.5 years, or to age 64.5. He could anticipate, 
therefore slightly over 3 years in retirement. By 1940, the 40-year-old white male 
could expect to live for an additional 30 years, or to age 70. His working life 
expectancy had declined slightly, however, so that he could anticipate nearly 

6 vears of retirement. Hence, the expected span of retirement had nearly doubled 

between 1900 and 1940. 

For the future, a continued widening of this gap between the life span and the 
working life span seems likely. By 1975, the average retirement life expectancy 
of a 40-year-old male worker will have risen to nearly 9.5 years (on the basis of 
1920-40 trends) or almost 7 years (on the basis of the 1947 labor force par- 
ticipation rates). 

In December 1951, Mr. M. Albert Linton, president of the Life Insurance 
Association of America, summarized the resulting problems as follows: “The 
economic significance of this change is something to be considered with great 
care. For example, the living standards of allofus * * * depend obviously 
upon the volume of goods and services produced by those of the population who 
are working. Therefore, the amount of goods and services required by the non- 
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working groups will at any given time have its effect upon the standards of liv- 
ing of the entire population. This clearly underlines the importance of utilizing 
to the utmost the productive abilities of as large a proportion of our people as 
possible.” 


3. Dutchess, Charles E. Geriatrics, economics, and industrial medicine. Labor 
law journal (Chicago), v. 3, Sept. 1952: 505-05, G4S. 

How old is old?) That is a question which puzzles physicians, economists, soci- 
ologists, business leaders, labor-union executives, government officials—and every 
man 50 years of age. Two thousand years ago a Roman could expect to live to 
be 22 years old. A male baby born today can expect to live nearly 66 years and 
a female infant about 71 years. Such gains in longevity are resulting in an 
increasingly older population: today, one person out of every four is 45 or more, 
Ten years from now, one person out of every three in America will be 45 or over, 
and in a generation every other person will be 45 years or older. 

Four factors have brought about this added life expectancy—a gain of 20 years 
since 1900: (1) a higher standard of living, which includes better diet, clothing, 
housing, working conditions, and more recreation; (2) tremendous advances in 
preventive medicine and widespread application of public-health measures; (3) 
great improvement in standards of medical care; and (4) broad advances in 
therapy—particularly development of such antimicrobial agents as sulfa drugs 
and the antibiotics. 

These geriatric advances have resulted in pronounced economic difficulties. Of 
the 3 million persons 65 years and older in 1900, about 75 percent were gainfully 
employed. Today there are more than 12 million persons over 65, and less than 
half are either gainfully employed or retired on investments or pensions. Thus, 
over half are dependent on someone or on public charity. Of the 4 million fam- 
ilies in the U, 8S. with incomes below $1,000, 32 percent are headed by persons 65 
or over, Being old is a major cause of poverty in the United States. 

Such conclusions point to the prime need in the care of the aged today: Having 
prolonged the worker's life, we must keep these aging people in condition to con- 
tinue to work. Industrial medicine must seleet from its workers over 50 those 
who can and should work, and those who should be retired. Furthermore, the 
public must be trained to think in terms of a biologic age, not a chronological one. 

If we succeed in doing these things, we will have met two great needs of 
elderly people—the need for a chance to make a living, and the great emotional 
satisfaction that comes from the feeling of being usful, of being respected for 
productivity rather than for antiquity. 


4. Fisher, Lloyd H. The politics of age. (Jn Industrial Relations Research 
Association. The aged and society. Champaign, IL, 1950. pp. 157-167. 

This article by Professor Fisher of the University of California does not at- 
tempt to tell what has been done in this field, but emphasizes what can be done. 
He first examines the initial premise: Does an individual’s age make any ob- 
servable and describable difference in his political belief and behavior? In 
answer to this, he declares, “Political parties have disputed the age qualifica- 
tions for the vote at least as far back as the French Revolution and it requires 
no deep political intuition to guess that the conservative party has argued for 
the higher age qualifications and the liberal or radical party the lower age 
qualification. As a matter of political judgment, the more or less practical 
politician has assumed that age is positively correlated with conservatism. The 
basis for this supposition was probably the further assumption that age was 
positively correlated with property ownership and that it was not the age but 
the property ownership which would secure the conservative results.” 

He further challenges, however, “But what warrant is there for assuming : 
politics of age at all? Age is not a social integer. It will always appear in asso- 
ciation with other attributes. There are the aged rich and the aged poor, the 
aged farmers and the aged city dwellers, the aged mechanics and the aged clerks, 
the aged Protestants and the aged Catholics, and few of these coupled charac- 
teristics are incompatible with third, fourth, and fifth variables as well. In each 
of these instances there would be respectable grounds for believing that any 
simple analysis which showed that the old behaved differently from the young 

as rather an oblique reflection of wealth, occupation, or religion than age.” 

How then are we going to examine the question? The author suggests a 
number of methods, the first being various statistical approaches. Among these 
are: (1) the use of public opinion polls (since almost all such polls record the 
ages of the persons interviewed, it may be that the aged’s attitude toward 
certain issues may reveal their political leanings) ; (2) the analysis of election 
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returns for the same small areas; and (3) the analysis of the results of refer- 
endum returns on issues affecting the aged. 

Another approach may be through the study of “old-age movements.” ‘The 
author declares in explanation of this, “One of the striking features of the last 
twenty years in the United States is the emergence and proliferation of old-age 
movements. If we were viewing these organizations from the vantage point of 
1940 rather than 1950, they might easily have been interpreted as a depression 
phenomena, simply a few among many groups which organized to demand 
assistance from the government when personal resources seemed hopelessly 
inadequate ** * [However] they have not only survived the depression 
but the war prosperity as well and appear to be a more or less enduring feature 
of the American political scene. More than this, it is the impression of those 
who have observed the California and Washington pension movements that they 
are extraordinarily well-disciplined groups, acting cohesively and following 
faithfully their political leadership.” 

A final suggested avenue of study is the analysis of party platforms through- 
out our own history and in comparison with the experience of European nations 
who have experienced much of the same pressures as we have—and who have 
often proceeded farther along the road of old age legislation than we. 


5. Kern, Richard A. Problems of an aging population. G P [American Academy 
of General Practice] (Kansas City, Mo.) v. 4, August 1951: 47-58. 

In Cicero’s time the average length of human life was 23 years. In A. D. 1000 
in England it has increased to only 35 years. In 1900 in the United States it was 
47 years. But today in this country the average life expectancy at birth is just 
a fraction under 70 years: in half a century an increase nearly as great as that 
in the preceding centuries. As a result, the aged make up a much greater pro- 
portion of our population than they once did. In 1850, only 2.6 percent of Ameri- 
cans had reached the age of 65. In 1950, 8 percent were over 65, and if this trend 
continues, then in 1980 they will be 14.5 percent of our population. This change is 
moving at an appalling speed. Between 1930 and 1940 our total population in- 
creased 7 percent, but those over 65 increased 385 percent, or 5 times as fast. In 
the last decade the change is just as great. 

Such a major shift in our population is resulting in both economic and political 
dislocation. Since thrift is not a common virtue, scarcely 5 percent of those over 
65 have saved enough to be self-supporting. Only 25 percent are still working. 
Therefore 70 percent of these oldsters are now supported by others. Note that 
those over 65 today comprise 11 percent of those over 15, the workers, or 8 
workers for every oldster. It is clear that more and more aged imust be supported 
by fewer and fewer young. The basic economic needs of all persons are of three 
kinds: Subsistence (such essentials as food, clothing and shelter); Care (un- 
skilled help for those unable to help themselves: children, the infirm, the handi- 
capped) ; and Treatment (the cost due to illness). 

Similarly there are political problems inherent in an aging population. ‘Those 
over 65 now comprise 12.5 percent of those over 21, the voters, and by 1980 they 
will be 25 percent of the qualified electorate. Such large minorities of this size 
have carried elections. There is a sinister aspect to this political angle. It is 
easy to sell the idea of the “welfare state” to the impecunious aged and aging. 
Unscrupulous politicians see here a means to power at the sacrifice of democratic 
principles, 

A growing awareness of these problems of the aging has resulted in increased 
study of the factors involved, and certain basic rules for the guidance of the 
aged are now known. Many of these can be stated as follows: No house is big 
enouch to hold two families, therefore the aged are best off in their own home. 
But if infirmity necessitates removal into the home of a relative, then the room 
assigned to them should be furnished as far as possible with things from the old 
home: pictures, a favorite chair or desk, as ties with the past. That room is 
their palace, never to be entered save with their permission. 

A couple should never be separated. The aged should be encouraged to con- 
tinue their old friendships and to form new ones. They should be stimulated 
to go to church, club, or lodge and to observe anniversaries and significant occa- 
sions. They should receive some spending money, preferably as a reward for 
duties performed or under some scheme that would suggest it was due them, such 
as a loan on which high interest is paid. They should be given the chance to be 
useful in the household. The young so often fail to appreciate how much the 
sense of uselessness plagues the aged, and so, finding it easier to do something 
themselves than to wait for the oldster to do it, they rob the latter of this bit 
of satisfaction. 
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The aged should be encouraged to be neat in dress and personal appearance 
Nothing is so flattering to the aged as to seek their advice. Above all, they should 
be shown affection. They are happiest in the knowledge that they are loved 
and welcome. 


6. Palmer, Walter Lincoln. Medical and social problems of population—trends 
and implications, Journal of the American Medical Association (Chicago) 
v. 147, Nov. 24, 1951: 1187-90. 

As modern man has progressed from the dawn of civilization, his primary con 
cern has always been survival: survival of the individual and survival of the 
group. This has also been medicine's primary function; life, health, and relief of 
suffering represent the goals of medical science and practice. Modern medicine, 
sanitation, and technology have dramatically reduced the number of deaths 
from infectious diseases and have increased the life expectancy in Wester 
society. These and other changes resulting from man’s increasing knowledge 
have created some of the problems that now so urgently demand solution. 

The population trends so evident in the United States today have each appeared 
in the history of other modern nations. They may be recognized as a series of 
three stages. First is the phase of preindustrial “high-growth potential” in 
which the birth and death rates are both high, as in the Orient. The second 
stage, appearing with the introduction of technological advances, sanitation, and 
medicine, is a pericd of “transitional growth” characterized by a declining death 
rate while the birth rate remains high, thus producing a phenomenal growth 
in population. The third phase, following the other two, is one of “incipient 
decline’, in which the birth rate falls progressively, producing a trend toward 
declining total population growth. Western Europe is in this phase. The 
United States has passed through the first two phases with a rapid population 
growth; this has been due to a high birth rate, a rapidly decreasing death rate, 
and heavy immigration. We are approaching the end of this era, as is evident 
from a study of long-term trends in birth and death rates. 

As the proportion and number of older people increases, the associated prob- 
lems increase. Of these, the foremost is the greater incidence of chronic diseases 
not causing immediste death, for the percentage of impaired and disabled indi- 
viduals increases directly with age. Moreover, in addition to physical disability, 
there are the serious emotional disturbances of old age; senescence is often 
characterized by frustration, bitterness, and other manifestations of physiological 
and social maladjustment. Our hope is that we may delay senility rather than 
prolong it. Ideally, old people should be kept physically well, mentally alert, 
energetic, and vigorous. 

Another aspect of an aging population is the constantly increasing burden 
placed upon the wage earners by the growing proportion of aged. Only 8 percent 
of our population are now over 65 years of age, but this figure will increase to 
an estimated 13 percent in the next half century. It is more difficult to provide 
eare for the aged than it is to provide care for the young because of the higher 
incidence of physical and mental disability. Our State institutions, already over- 
crowded, are reserved for the actually incompetent. There is a great need for 
homes-—private, semiprivate, or State—in which elderly groups may live together 
without being a burden to their families and receive therein such care as may 
be required. 


7. Reed, Charles E. America alerts her senior citizens. Recreation (New York) 
v. 46, May 1952: 97-100. 

This address attempts to describe the many programs being carried on by 
public and private organizations in the field of recreation and education for the 
aged. It provides specific examp'es of activities bein conducted by such repre 
sentative groups as the New York State Joint Legislative Committee on Prob- 
lems of the Aging, the Washington State Department of Social Security, Com- 
munity Chest Councils, the National Education Association, the University of 
Michigan Extension Service and its Institute for Human Adjustment, the 
National Council of Churches of Christ of America, Esso Standard Oil, General 
Electric Company, and the Milwaukee Park Department. Characterizing the 
program in each case, it provides a considerable number of thumbnail sketches 
and examples useful for the preparation of speeches. [Example: In Washing- 
ton State, the cost of medical care which the State was subsidizing for older 
persons was found to be extremely high. Evidence indicated that much of this 
illness was not physical, but the result of feelings of loneliness and rejection. 
A vigorous recreation program for this group resulted in an appreciable reduc- 
tion of the cost of the State’s medical welfare. ] 
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s. Shanas, Ethel, and Robert J. Havighurst. The challenge of the aged. State 
government (Chicago) v. 24, May 1951: 183-34, 145. 

Within the last decade there has been a growing interest in older people and 
a concern with programs, policies, and problems as they relate to this older 
age group. Both the interest and the concern are an outgrowth of the increas- 
ing number of older persons in the United States and the changing population 
structure of our country. 

Our problems of old people are caused by the ravages which age works upon 
body and mind, together with the fact that our society does not provide enough 
satisfying social roles for older people. Every person, from child to oldster, wants 
to act the way people expect him to act. It is the rare individual who wants to 
be “different.” But for older people the “expected” ways, or the social roles which 
are generally offered them are not the choice roles of the drama of life. Most 
Americans like to be active, busy, and to have the feeling of accomplishment; but 
old people are not expected to act this way. The American way has been to 
ignore old age—to act as if it did not exist, and to push it into the corner when- 
ever it seeks to assert itself. 

The American conception of old age is a product of the agricultural and rural 
society of the nineteenth century. We tend to think of the old person living in 
his own home with his family and children and carrying on those tasks which 
are available to him in a rural or semirural environment. This picture of the 
aged no longer applies. Like the majority of American people, the aged probably 
live in the city or in a town (64 percent of the population in 1950). Whether 
they live with their families or not, they occupy an apartment or a small house, 
and industrialization and technology have taken away their traditional tasks as 
the older members in the family picture. This and other factors in the American 
culture make old people feel that they are no longer worthwhile or useful. In 
the United States a premium is placed on youth, and working is more than a 
way of earning a livelihood. It is a way of keeping one’s self-respect. The 
emphasis in industry on compulsory retirement at fixed ages, however well- 
intentioned, has resulted in depriving people of an opportunity for work. Older 
men and women need to feel that not working, or in the case of women, not keeping 
house for a family, does not necessarily mean that one is useless. 

The needs of the aged are much like the needs of other people. In general, 
people need economic security, something to do, a place to live, and a sense of 
physical and emotional well-being. Like other people, old people need encugh to 
live on whether their jncome comes from work, investments, savings, social secu- 
rity, or various forms of assistance. It is difficult to live a full, well-rounded life 
when one cannot pay the rent. 

Old people need something to do, whether it be paid work, or some form of 
activity which takes the place of work. Recreational activities for older persons, 
therefore, should be designed so that the value of play can be substituted for the 
values of work. 

Old people need to have their special health needs met. This means not alone 
the provision of health services but involves a responsibility on the part of the 
medical profession to become as interested in geriatrics as it is in pediatrics. 

Old people need to have their special housing needs considered. The:provision 
of more homes or colonies for the aged can meet only a small part of the problem 
since most people want to stay in their own homes and home communities. The 
planners of housing projects, therefore, should give full consideration to the 
design of living quarters for older residents. 

And above all, old people, like other human beings, need to feel that they 
belong and are important to someone or something. 


9. Shryock, Henry S., jr. The changing age profile of the population. (In Indus- 
trial Relations Research Association. The aged and society. Champaign, 
Ill., 1950. p. 2-23.) ri 

The population of the United States has been aging for at least a century and 
ahalf. This general trend has been similar to that in most of the rest of Western 
Europe and the Americas, and there are no signs that this process will cease 
in any of these areas in the foreseeable future. 

The extent of this demographic aging process may be measured in several ways. 
One of the simplest is that of examining the trend of age composition. Ace 
composition, like population totals, is affected in four ways: through births, 
deaths, immigration, and emigration. An analysis of past figures reveals that*one 
hundred and thirty years ago, half of our people were under 17 years old: since 
that time, the median age has increased by about three-quarters, and in 1950 it 
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stood at 20.8. The ratio of the number of persons 65 years old and over to the 
number aged 20 to 64 is often used as a crude measure of the load of the dependent 
aged upon the more economically active sector of the population. By this 
measure, a steadily rising burden is shown. For every 1,000 persons 20 to 64 
years old, there were 63 persons 65 years old and over in 1870, 79 in 1900, and 
117 in 1940. There are an estimated 133 in 1950, and there will be between 165 
and 169 by 1960. 

Differentials of ave composition appear not only historically, but within any 
given vear. For example, there are differences among the various geographic 
subdivisions of the United States and among the various type-of-residence areas 
These differences arise from variations in birth and death rates and from the 
selectivity of in-migration and out-migration. Particularly in the last three 
decades, internal migration within this country has had more effect upon the age 
profile of a particular area than has immigration from abroad. This can be 
demonstrated in the relatively young population of the South. The proportion 
of the general population that is 65 years old and over increased between 1940 
and 1948 in each of the regions. Among the states in 1940, the aged were 
relatively most numerous in northern New England where they constituted 9.5 
percent or more of the population of all ages. During this period, however, 
in the Southern States of South Carolina, North Carolina, and Alabama, only 
4to5 percent of the population was 65 years old and over. 

Similar differences appear when the population is examined under a number 
of categories—sex, race, marital status, and labor force status. [Examples of 
each of these are discussed in this article and illustrated by means of a series of 
seven statistical tables. These are entitled: (1) Death Rates from the Main 
Degenerative Causes and from Other Causes at Ages 65 to 74 and 75 and over: 
1947, 1930, and 1900; (2) Median Age, 1940, Per Cent Who Were 65 Years Old 
and Over, 1948 and 1940, for the United States, by Regions: (8) Median Age and 
Percentage Aged 65 Years and Over by Class of Place, for the United States: 
1940; (4) Expectation of Life at Birth and at Age 65 for the White Population, 
by Sex, for the Death Registration States at Selected Dates: (5) Per Cent 
Distribution by Marital Status of Selected Age Groups, by Sex, for the United 
States: 1949; (6) Per Cent of Population in the Labor Force by Age for the 
United States Population Including Armed Forces Abroad, by Sex: April 1950; 
and (7) Per Cent Distribution of the Labor Force by Age for the United States: 
18’), 1940, 1944, and 1950.) 


10. Swartz, Philip. Organized planning for old age. Geriatrics (Minneapolis), 
v. 7, Jan.—Feb. 1952 : 63-69. 

The Director of the Community Council of Bridgeport, Conn., reports the results 
of a 1951 questionnaire returned by 155 cities of 75,000 or more population. The 
aims of the survey were to “discover how and to what extent American communi- 
ties are utilizing [the] growth in knowledge [of old age], and to determine to 
what degree society has recognized its responsibility for meeting the social and 
human needs of older people.” 

Among the resnits were the following: 57 of the cities had a committee operat- 
ing concerned with over-all planning for old age; 29 more were forming commit- 
tees. Replies to the question, “What specialized programs and facilities have 
been developed in your community?” revealed: 93 operate old-age homes, 47 
conducted educational programs for the aged, 41 had hospitals for the aged and 
chronically ill, 38 had special counseling programs for older people, while only 
six communities had any housing designed to serve the older age groups. One 
hundred and thirty of the cities replied to the question: “Who pays for what?” 
in detail. 

The question concerning what were the communities’ greatest needs revealed 
housing for the aged was the greatest problem, followed by the need for employ- 
ment services, and more adequate assistance in public relief. A final question 
endeavored to determine to what extent physicians in the various communities 
were giving special attention to geriatric medicine. The results showed that 38 
had practiced geriatricians, 109 had none, and 5 were uncertain. 


11. U. S. Federal Security Agency. Committee on Aging and Geriatrics. 
Aging ...a community problem. Washington, U. 8S. Govt. Print. Off., 

1952. 13 p. 
If your community is similar to most, 1 out of 12 of your townspeople is likely 
to be an “older person.” Since 1900, the total population of the United States 
has doubled, but the number of persons 65 years of age and over has almost 
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quadrupled, and is still growing rapidly. The median age of our adult popula- 
tion is now around 42. In the not too distant future, it is possible that nearly 
half of these adults will be over 50. Such a change in the age distribution of 
the population is resulting in major problems which must be faced. 

The first to be met is the relation of the oldster to income. At the turn of 
the century more than half the population lived on farms and could look for- 
ward to security and a gradual cessation of labor as they grew older. Today 
SO percent live in towns and cities and rely on our industrial economy for their 
income. Here at the age of 60 they may find themselves suddenly out of their 
iob of a lifetime with little chance for reemployment elsewhere. A second 
problem appearing is that of health needs for the aging population. This in- 
volves not only adequate service for an increasing number of older people, but 
a highly specialized type of medical skill and care. More specialists are needed 
and more hospitals and nursing homes are required. 

Housing poses a third problem. Before, an aged person could expect to live 
with the younger members of the family. Today, living units are smaller, fam- 
ilies are less stable, costs are higher—frequently far beyond the resources of 
the retired couple. Employment is a fourth problem to be faced. There are 
two sides of this; first, at the present time defense needs are demanding that we 
draw as many of the aging back into the labor force as possible; second, some 
answer must be found for keeping productive workers contributing toward their 
living expenses regardless of the immediate labor picture. This will require 
u reexamination of the practice of Compulsory retirement, and expansion of 
special employment services for the aging. 

All of these difficulties lead us to the problem: What can be done about it? 
The answer seems to lie in the community, for it is the conmunity which not 
only has the responsibility to its own members, but offers the best possible 
means of working out the problem in practical terms. A committee can be set 
up which will in turn rally the civic-minded forces of the community: local gov- 
ernment officials, public health services and social welfare workers, civie organi- 
zations, women’s clubs, chambers of conuuerce, business and farm groups, labor 
unions, and churehes. It can attack the problem of health through expatision 
of leeal public health services and more adequate nursing homes and hospital 
accommodations. It can establish job-counseling services. Such a committee 
can organize community centers for recreation, social contacts, and as a means 
of developing creative activities. And in cooperation with the schools it can 
help establish courses in adult education that weuld bear directly on heiping 
older people to make intelligent adjustments to the realities of approaching old 
ace. 

In summary, the idea that old people are essentially people to be “taken care 
of” must give way to the concept that they constitute a major asset to the 
community at large, still capable of a vast amount of creative and useful effort. 


12. U. S. Federal Security Agency. Committee on Aging and Geriatrics. Fact 
book on aging: selected charts and tables on the personal characteristics, 
income, employment, living arrangements, and health of older persons in 
the population. Washington, U. 8S. Govt. Print. Off., 1952. 62 p. 

“This Fact Book contains most of the basic information needed for an under- 
standing of the size, distribution, and characteristics of the aging population of 
the United States. * * * The Fact Book consists of 21 charts, followed by 
35 tables. Facing each chart is a short statement summarizing its essential 
meaning and linking the data charted to facts of related significance. The tables 
contain the raw data for the charts plus additional information too detailed 
to be charted. 

“It has not been possible, within the brief scope of the present publication, 
to include all the significant data on aging. Selection of charts and tables has 
been guided by a desire to bring together the facts of widest interest and appli- 
cation. The sources cited for the tables offer a useful point of departure for 
persons wishing additional information on any of the subjects touched on.” 

The charts are entitled as follows: (1) Our population is aging; (2) Where 
aged lived, 1950; (3) West had largest increase in aged, 1940-50; (4) Aged 
women outnumber aged men; (5) Changes in marital status with age; (6) 
Most aged live in families; (7) Aged have low incomes; (8) Aged save less— 
have smaller debts; (9) Where aged get their income; (10) Most workers have 
old-age protection; (11) Relative number of aged workers is shrinking; (12) 
Longer life adds years to retirement; (13) Some men and women still work 
at advanced ages; (14) Nearly half of all aged men work: (15) Many aged 
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workers are self-employed; (16) Aged have had less schooling; (17) We live 
longer; (18S) Disability increases with age; (19) Major impairments increase 
with age; (20) Chronie disease is leading killer of aged; (21) Few aged have 
protection against medical care costs. 

The tables are as follows: (1) Total population, and population 45 years of ace 
and over, by age, United States; 1900-1950; (2) Population 65 years of age 
and over, as a percent of total population, by state: 1950; (5) Percent change 
in total population and in population 65 years of age and over, by state: 1940-50; 
(4) Number of persons 65 vears of age and over, by sex, United States: 1900- 
1950; (5) Marital status of persons 45 years of age and over, by age and s« 
1947; (6) Household relationships of persons 65 years of age and over, by sex: 
1950; (7) Income of all families and of families with heads 55 years of age 
and over, by age of head: 1950; (8S) Income of persons living alone or with 
nonrelatives, by age: 1950; (9) Median income of families, by age of head, and 
of unrelated individuals, by age: 1950; (10) Dollar and relative costs of elderly 
couples’ total budget, housing and other goods and services, 34 cities: October 
1950; (11) Income saved, home ownership, assets, indebtedness, and net worth 
of spending units, by age of head: 1950, 1951; (12) Number of persons 65 years 
of age and over receiving income from specified sources: December 1951; (13) 
Number of persons in paid civilian employment by coverage under a _ public 
program providing old-age benefits: December 1951; (14) Percent of persons 45 
years of age and over in the labor force, by age and sex : 1890-1950; (15) Average 
number of remaining years of life, in labor force and in retirement, men at 
selected ages: 1900, 1940, 1947; (16) Labor force participation rates, persons 
65 years of age and over, by age and sex: March 1952. 

(17) Employment status of persons 55 years of age and over, by age and sex: 
March 1952; (18) Class of worker of employed persons, by age: March 1952; 
(19) Major occupation group of employed persons, by age: January 1952; (20) 
Disabling injuries and absenteeism rates in manufacturing, by age: 1945; (21) 
Years of school completed among persons 25 years of age and over, by age: 
1950; (22) Average remaining lifetime (in years) at specified ages: Death- 
Registration States, 1900-1902; and United States, 1949: (23) Prevalence of 
disability, by chronicity, age, sex, and color, 8 cities: 1935-1936; (24) Prevalence 
of specified impairments, by age and sex: 1985-1936; (25) Death rates for 
selected causes, at specified ages, United States: 1949; (26) Percent of popula 
tion insured against cost of hospitalization, all ages and persons aged 65 and 
over: Mareh 1952; and (27-35) Attitude surveys by age. 

13. Whelpton, P. K., and John V. Grauman. Population: prospects and problems 
in 1960. Dun’s review (New York) v. 51, Jan. 1952: 13-14, 60-74. 

Intensive study of nation-wide population figures indicates that the present 
rapid increase in the proportion of persons aged 65 years and over will continue 
Individuals in these “retirement ages” constituted 7.7 percent of the total pop 
ulation in 1950—by 1960 they will be between 9 and 9.5 percent of the total 

There has been an unfortunate tendency in recent years to exclude more and 
more of the elderly people from the employment market. This tendency is pos 
sibly inherent in our competitive system, which has made it increasingly diffi- 
cult in the large-scale enterprises for elderly individuals to obtain efficiency 
ratings comparable to those of their juniors. Much of this regrettable tendency, 
however, must be attributed to prejudice, since a far greater proportion of 
individuals at the critical ages are now in full health and vigor. 

Should this trend toward a shortening of the working years continue un- 
checked, persons of advanced years will have to face the prospect of long years 
of retirement, because their expectation of life has been rising. Since large 
families have become rare, many old people cannot expect sufficient support 
from their sons and daughters. They will have to live on their own savings or 
on public funds, unless employment opportunities can once more be extended 
into more advanced ages. Aged persons in retirement are particularly sensi- 
tive to inflation. If there is further inflation, their savings shrink in value and 
increased public support becomes a necessity. 

The increasing numbers at the higher ages give rise to a two-faced problem. 
As fewer and fewer persons at advanced ages can find employment, while their 
numbers and their expectation of life are increasing, mature and aging persons 
who earn an income will have to divert an increasing part of this income into 
savings. Consequently, there will be some lowering of propensities to consume 
and some rising of propensities to save. 

Spending habits will be adversely affected by the prospect of long years in 
retirement, unless sizable old-age benefits can be procured from public funds. 
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These adverse effects of aging can only be counteracted if employment opportu- 
nities of persons in the sixties and seventies can be greatly improved. 

On the other hand, there is going to be more competition for jobs in the em- 
ployment market, particularly as larger number of persons attain ages of 18 
to 20 years toward the end of the present decade. Those finding employment 
or already employed will see their opportunities for advancement and promo- 
tion curtailed due to the fact that there will be rather large numbers of senior 
workers in their forties, fifties, and early sixties who hold on to their jobs 
tenaciously and whose positions will seldom be vacated as a result of premature 
death. Much useful incentive for personal advancement on the part of the 
youngsters may be lost. 

The question whether elderly persons ought to remain in their jobs or not 
seems to present a dilemma. ‘This dilemma cannot be easily resolved in a gen- 
eral manner, but only by a diversified approach, depending on the type of occu- 
pation. 

EMPLOYMENT PROBLEMS OF THE AGING WORKER 


14. Abrams, Albert J. Barriers to the employment of older workers. (Jn Amer- 
ican Academy of Political and Social Science, Philadelphia. Social con- 
tribution by the aging, edited by Clark Tibbitts. Philadelphia, 1952. (Jts 
Annals, v. 279) p. 62-71) 

The author, Director of the New York State Joint Legislative Committee on 
Problems of the Aging, enumerates and describes the barriers to employment for 
workers over 50. He finds them both direct and indirect, the one group as dif- 
ficult to overcome as the other. Among the direct are the following: written 
rules excluding job seekers over a predetermined age; unwritten rules followed 
by hiring authorities barring older workers; deficiencies of the older worker, 
whether in training, adjustability, or preparation for job seeking; and a Seriwus 
lack of public or private counseling and placement service designed for the older 
job seeker. 

The indirect barriers appear in such practices as restricted-entry jobs, pro- 
motion-from-within systems, pensions, unvalidated medical and psychological 
tests, time-pressure tasks, and certain union regulations. 

The author questions, “Is it in the very nature of our industrial society that 
our older workers must be discarded and thwarted in their efforts to obtain 
work?’ In reply he finds that there is nothing in a complex, mass production 
economy which demands such practices. The main obstacle is lack of data, lack 
of research, lack of knowledge. He cites numerous examples of prejudices, em- 
ployment traditions, and company rules which, when submitted to examination 
and experiment, have been proved wholly fallacious. The great struggle must 
be one of study and industry-wide education. 

The author admits that all of the aged's difficulties are not purely prejudice. 
The high obsolescence of machinery and certain skills in modern industry will 
frequently wipe out the need for the specific technique of the older employees, 
Once out of a job, the older worker often has difficulty thinking in terms of a 
similar task—job conversion—and futilely attempts to market an unwanted skill. 
Greater assistance from State and local employment agencies is required to give 
personal guidance to the worker with such problems. 

The author describes many such obstacles, but concludes that though formidable 
none are insuperable. ‘The goal for all efforts in the field is to asstre an op- 
portunity to obtain work for all older men who want work and can be fited 
for work. He believes that research and education will overcome the barriers 
of prejudice and ignorance; and the barriers that stem from lack of technical 
tools will be overcome as money, time, and personnel become allocated to the 
task. Looking over the fields of management, government, and private social 
groups he finds great activity and interest in the problem resulting in a series of 
aggressive attacks which he believes will shortly bring about major advances in 
the field. 

15. Age discrimination in employment: an FEPC misfit. Yale law journal (New 
Haven) v. 61, April 1952 : 574-84. 

Since seniority systems and the practice of placing older employees in less 
demanding jobs tend to protect the worker once he is employed, age discrimina- 
tion occurs more in hiring than in firing. Two States have attempted to pro- 
tect the aged in this problem by amending their Fair Employment Practice laws 
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to make age as well as race, color, religion, and national origin an illegal ground 
for discrimination in employment. The author holds that FEP legislation is 
not the proper place for such controls. Discrimination because of race, color, or 
religion cannot be justified because these elements have no direct bearing on 
efficiency or productivity in the job. Age, on the other hand, is a genuine basis 
for refusal. Certain jobs demand long periods of training, others require greater 
physical vigor than the aged can contribute. Although the Massachusetts law 
requires the Commission to distinguish between discrimination based on “occupa 
tional qualifications” from “unfair” discrimination because of age alone, the 
author believes that this cannot be done in actual practice. 

He recommends, rather, that instead of using FEP legislation to protect the 
older worker, government should either pass laws requiring employers to hir: 
specified percentages of older workers, or it should provide a program of pub 
lic works for the needy aged. 


16. Bancroft, Gertrude. Older persons in the labor force. (Jn American Acad- 
emy of Political and Social Science, Philadelphia. Social contribution 
by the aging, edited by Clark Tibbitts. Philadelphia, 1952. (Jts Annals, 
v. 279) p. 52-61) 

The author examines the position of older persons in the labor force today, 
their probable future status, attitudes toward retirement, and the wartime 
experience of older persons. Among the attitudes mentioned is the idea that 
it is socially and economically desirable for older people to remain employed 
on some basis as long ns they wish to and are able to. Another is that most older 
workers want to remain in the labor force. Evidence that these attitudes are 
based on fact is cited in studies which show that about two-fifths of persons 65 
and over, who were fully insured under OASI at end of 1951, were not drawing 
payments. 

The industries in which more older people are employed vary with respect to 
wage levels, and social and economic status. However, no industry provides as 
many jobs for older women as for older men. Part-time employment has often 
been proposed as a means by which older persons can remain at work on a basis 
that takes account of their strength and health. Various studies of part-time 
employment conducted by the Census Bureau have indicated that part-time 
employment is usually voluntary in an era of full employment. 

Prospects for older men in the labor force depend upon several factors—those 
tending to reduce labor force activity and those tending to increase labor force 
activity. Prospects for older women in the labor force are not similar to men’s. 
Some of the factors that have pointed toward a reduction in employment among 
older men might produce opposite results among older women. This leads to 
the conclusion that more women past middle age will be seeking employment in 
the future and that their opportunities for employment will become more 
numerous. 

The author concludes that the American economy is providing jobs for about 
8 million full-time workers 55 years old and over and for some 2 million part- 
time workers. World War II experience demonstrates that almost a million 
more men in this age group would be available for employment if jobs were to 
open up. Failure to employ these involves a loss of productive power to the 
Nation in a wide range of activities. Not only are many of the “housekeeping” 
tasks in the economy being performed by older workers but also many of the 
jobs requiring manual skills or advanced educational skills. 


17. Barkin, Solomon. Jobs for older workers. Journal of gerontology (St. 
Louis) v. 7, July 1952: 426-30. _ bibliog. 

Noting the demand for more workers in a time of greater productivity and/or 
defense needs, the author demonstrates the necessity for increasing the number 
of older workers in the labor force. This may be done, he says, by manage- 
ment’s redesigning jobs so that the full potentiality of an older worker may be 
realized. He demonstrates that when work assignments are studied certain 
tasks are revealed as particularly adaptable to the skills of the older worker. 
Examples of these are shown to be in areas of mechanized operations, expan- 
sion of machine tending jobs, and increased automatic methods of materials 
handling. Reports various studies which identify those tasks best suited for 
the older worker, and suggests methods of putting such knowledge to work— 
thus resulting in greater efficiency and a larger labor force. 
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18. Butler, R. E. The older employee. 
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Personnel administration (Washington) 
v. 14, March 1951: 4-9. 

In an address given at the Interdepartmental Conference on Employee Coun- 
seling, the author discussed the problems—economic, social, educational, and 
financial—of the older employee. He emphasizes the fact that all professional 
groups must mobilize their efforts to meet these problems. One of the biggest 
problems lies in the field of chronic diseases as contrasted with the earlier social 
problem of infectious diseases. Early cases of chronic illness are not discovered 
frequently enough. One simple method available to large employers as well as 
entire communities in the multiple screening procedure for the mass testing for 
evidence of chronic disease. 

There are certain preventive measures which the individual himself can 
adopt such a guarding against obesity, malnutrition, poor dental health. As 
new preventive measures for chronic diseases are devised in research labora- 
tories, the health units of Federal agencies may be called upon to cooperate in 
promoting their adoption by employees, young and old alike. 

Policies in the field of personnel and employment raise the basic question 
of what is meant by aging. There are several criteria: chronological (which is 
probably the least important measure) ; physiological and psychological. The 
latter area is the one in which much can be done by society collectively to alleviate 
the problems of older employees. 

Specific things that can be done in Government or industry : 

1. Avoid two of most common errors in shaping the environment of the older 
worker: (a) setting him apart by endowing him with special rights and privileges 
merely because of his age; (0) treating him as though his age were a disease, 

2. Gradual retiring of older workers as practiced in many businesses in con- 
nection with their executives who have reached advanced years. Such men 
are gradually retired to advisory and consultative positions. 

8. Counseling the older employee in: betterment of hygiene to improve mental 
and physical health and morale; prevention and early detection of chronic disease 
in order to decelerate the process of physical aging ; rehabilitation and retraining 
as may be required to help older workers adjust to jobs which they can better 
perform; and education both of the aging and of their associates to break down 
prejudices and bring about changes in attitudes toward older people. 


19. Civic, Miriam. Economic status of the aging. Conference Board business 
record (New York) v. 9, Jan. 1952: 14-19. 


This article consists about equally of text and statistical tables. The text, 
which in turn contains a large quantity of statistical material, is concerned 
with the annual income of the aged, their economic resources, the sources of 
their income, and a comparison of the coverage of Old-Age and Survivors Insur- 
ance and Old-Age Assistance. Among the conclusions demonstrated by the 
figures are: A large segment of the aging population has insufficient resources 
of its own, and must in whole or part depend on the charity of friends, relatives, 
and public welfare agencies for subsistence. There is comparatively little in- 
debtedness among older consumers. Net worth tends to be largest in late middle 
age, just before retirement. The sources of income for the aged were, in order: 
earnings from employment, returns from individual assets, benefit payments 
from past employment, and assistance from public agencies, private charities, 
friends or relatives. A table reveals the number of persons falling into each 
of these categories. 

Other tables demonstrate the average monthly payment of OASI and OAA 
benefits, 1940-51; the assets, liabilities, and net worth of spending units of the 
aged in 1950; and the income distribution of persons 65 and over in 1949. 


20. Clague, Ewan. Labor force trends in the United States. Journal of geron- 
tology (St. Louis) v. 7, Jan. 1952 : 92-99, 

The Commissioner of Labor Statistics, Department of Labor, here traces the 
place of the older worker in the over-all labor picture throughout the past century. 
He finds two areas of increasing concern: the relationship of the number of older 
workers to the population changes throughout the Nation, and the impact of 
mortality and labor force trends on the work-life expectancy of the individual 
worker. 

Aspects of these appear in the increasingly earlier retirement “being forced 
on older workers as a result of a lack of suitable employment opportunity,” and 
with lengthening life expectancy, the lengthening of the period between employ- 
ment and death. The author explains the increased dislocation of the older labor 
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force as a result of the shift from farm to factory and in turn, the change from 
sinall enterprise to large-scale production. Each of these trends has tended to 
make the older employee less desirable at an increasingly earlier age. 

The author hopes to see the trend reversed through two new factors: the 
extention of secondary and higher education is making the older worker more 
highly skilled, more adaptable, and offers him increased employment opportuni- 
ties; and the steady improvement in the “physical vigor” of the population may 
continue the full productive capacity of the worker to a more advanced age. 


21. The employment of older men and women. Ministry of Labour gazette 
(London), v. 60, Feb. 1952 41-43. 


Apropos the announcement of the decision of the Minister of Labour and 
National Service to set up a National Advisory Committee on the Employment 
of Older Men and Women in Great Britain, the author outlines the importance 
of increasing such employment in terms of statistics showing the aging popula- 
tion as it is related to the general manpower shortage. 

He presents a table showing by age the number of employees aged 60 and over 
in Great Britain at the end of May 1950; and another relating these figures to 
the general population to show the steady decline in employment by age groups 
and that the percentage of employees declines at a rate proportionately almost 
identical for both men and women. He cites the tentative conclusion growing 
out of inquiries by the Ministry of National Insurance which show that the 
proportion of men of pensionable age who postpone retirement is fairly high 
(about 60 percent) and that the proportion of women (nearly 50 percent) seems 
to be on the increase. 

A breakdown of the proportion of older people in 24 industries shows that the 
highest percentage of older employees of both sexes is in Miscellaneous Services 
The small percentage in gas, electricity, and water and in transport reflect the 
arrangements in many grades of those industries for retirement at 65 in connec- 
tion with the pension scheme. 

Although significant figures for unemployment among people over the pension- 
able age (65 tor men and 60 for women) are not available, a table analyzing 
unemployment by age groups below the pension age shows that the trend is 
unfavorable to the older worker. An accompanying table, analyzing unemploy 
ment by age groups and duration shows how the percentage of older people 
rises among those unemployed for long periods, especially for men. From these 
statistics, the author draws the two main conclusions that (1) the proportion of 
older people in employment is large enough to show convincingly that age need 
not be a bar to useful work and (2) that among older people there is a considerable 
reserve of unoccupied labor which would considerably increase the country’s 
labor force even if only a small fraction of those now unoccupied could become 
employed. 

The National Advisory Committee on the Employment of Older Men and 
Women, he notes, was established in recognition of the fact that more employ- 
ment for older workers is both desirable and possible, and to bring together all 
the many interests which have a part to play. The members fall into three main 
groups: representatives of industry and commerce; representatives of Govern- 
ment Departments and Local Authorities; and experts in the medical and 
scientific aspects of the problem and those voluntary organizations concerned. 
The first purpose of the Committee is to inform and advise the Government on 
all these problems, but a second and equally important result, he believes, may 
be the formation of closer links between the many interests devoting attention 
to this subject. 


22. Fisher, Jacob. Income of aged persons, 1948. Social security bulletin 
(Washington) v. 14, July 1951: 10-13. 

This article consists primarily of textual material explaining three basic sta- 
tistical tables: (1) Persons aged 20 and over and persons aged 65 and over, 
by money income, 1948; (2) Federal income-tax returns by individuals, taxable 
and nontaxable, by adjusted gross income classes and by number of special 
exemptions for age or blindness, 1948; and (3) Federal income-tax returns by 
individuals, taxable and nontaxable, by adjusted gross income classes, joint 
returns of husband and wife, and number with special exemptions for age or 
blindness, 1948. : 

Among the facts revealed by the tax returns is the shift from complete or al- 
most complete dependence on relatives in the no-income group to support of 
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relatives as income rises; considerable dependence on public assistance income 
in the very low income brackets and some dependence on this source in the 
moderately low brackets. The tables indicate that among the 11 million persons 
over 65 in 1948, about 3.5 million had no money income, and that of the 7.5 
million with money income, about 2.3 million had incomes of less than $500 
with about the same number falling in the class $500-$1,000. There were about 
1.4 million in the $1,000-$2,000 class, about half that number with income be- 
tween $2,000 to $3,000, and nearly half a million from $3,000-$5,000. From 
$5,000 to $10,000 only 170,000 appeared, and a possible 60,000 had incomes of 
$10,000 or more, 


23. Fox, Harland. Utilization of older manpower. Harvard business review 
(Boston) v. 24, Nov. 1951: 40-54. 


Taking for granted the maxim that all older people should be permitted to 
work as long and steadily as they are able and want to, the author poses the 
question, What are the prospects of employment for older workers in an aging 
industrial society like ours? 

He opens his discussion with an unusually good statement of the size of the 
“old age” problem. He presents statistics and graphs showing the population age 
trends from 1900 to 2000 and describes the declining rate of work participation 
of those over 65. This demonstrates the paradox that whereas medicine has 
added 20 years of life expectancy to a man and made him a stronger man at 
65, the average length of employment after 65 has decreased 10 percent. 

In actual practice, to what extent are those employees who reach 65 and have 
retained their usual jobs allowed to continue in employment beyond 65? Salaried 
employees who can still handle their old jobs are utilized less after 65 than 
hourly paid employees, and both salaried and hourly employees are utilized to a 
much smaller extent in pension firms than in nonpension firms. Since more pen- 
sion plans apply to salaried employees than to hourly workers, the author con- 
cludes “the prime obstacle to utilization of those over 65 is the growth of private 
pension plans.” 

He next questions, If pension plans are causing the loss of good employees, why 
do the firms enforce compulsory retirement policies? Studies reveal the follow- 
ing factors: (1) many managements believe that unless older people are retired 
and promotional channels are opened, the more ambitious young people leave 
the firm: (2) there is potential friction in a plant between older and younger 
people who do not work well together; (3) fear that after 65 the worker is liable 
to sudden deterioration and management wants to move him out before he be- 
comes a liability; and (4) the practice of keeping some workers after 65 and 
letting others go results in so many grievances with the plant union that it is 
cheaper to have an arbitrary age and pension everyone on reaching it. 

One of the greatest difficulties in the problem stems from the fact that 
workers between 45 and 65 are more susceptible to unemployment than younger 
people, and once out of work, it is extremely difficult to find reemployment at 
that age. The author believes that a major step in solving all of these inter- 
related problems will be the identification of certain jobs in every industry ag 
“older people’s jobs”—thus using the older worker's productive capacity as long 
as possible, permitting internal reassignment as the employee ages, and providing 
a source of reemployment following temporary lay-offs or reorganizations in 
other departments. 


24, Kuh, Clifford. Employment of the older worker—a challenge to industry 
and public health. American journal of public health. (New York) v. 42, 
June 1952: 699-704. 


Dr. Kuh discusses the fact that life expectancy is increasing faster than work- 
ing life expectancy and emphasizes the need for closing this gap—a solution 
demanded both by requirements of mental health and industrial productivity. 
This can be done by increased care in matching the older worker with the job. 
The older man’s loss of speed is compensated by increased skills and better judg- 
ment due to longer training and experience. Recommending greater cooperation 
between plant physicians and personnel officers, he presents detailed steps to 
be followed in caring for the older worker within the organization. Among his 
suggestions: industrial retraining programs so the worker can shift positions 
in line with his changing abilities, careful job ahd worker analysis, gradual retire- 
ment rather than abrupt lay-off, pensions designed to supplement income rather 
than serve as sole support, etc. 
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25. More work for old people—they need the jobs and the jobs need them, so 
why not break down the barriers? Changing times (Washington), vy. 5, 
July 1951: 31-34. 

Reasons why we should reexamine the barriers that separate senior citizens 
from useful work are: (1) they need jobs, just as everyone else does, in order 
to live, for their responsibilities are still heavy after age 45; (2) people must 
have work for physical and psychological reasons; (3) there’s work to be done 
and someone must do it. 

Some of the problems which old people face in getting jobs are: 

(1) The prejudices of employers and of society which hold that older people 
are harder to train, have more accidents, are absent more, are hard to get along 
with, are inefficient, ete. 

(2) The older person may have to change his line of work. This change may 
be for physical reasons or because of a dearth of jobs in a certain field and may 
involve downgrading, all of which present problems. 

(3) There may be a gap between the pay the worker needs and the pay he 
can get. 

(4) The job-seeking oldster may have limited skills. He may have amassed a 
lifetime of experience and skills in a technologically outmoded operation and 
be no longer in demand. 

(5) Lack of solid information on accident rates, job requirements, placement 
methods, and jobs best suited to older workers. 

(6) Ceiling on earnings while drawing social-security benefits stops some 
oldsters from supplementing pension income by working. Also, older workers 
on the payroll may boost pension and insurance costs of the employer. Many 
employers fear that older workers may indirectly increase workmen’s compensa- 
tion taxes. 

(7) Older workers often don’t know how to go about finding work properly 
and are easily discouraged. 

(8) Problems of housing, health, nutrition, recreation complicate the whole 
problem of jobs for the older worker, 

(9) Pressure exerted by younger workers to get rid of older workers has its 
effect on employers. 

Some of the answers to these problems have been demonstrated in local com- 
munities. They are: 

(1) Job counseling. 

(2) Educational campaigns, such as that of the Federation Employment Serv- 
ice in New York City, to break down prejudices, arouse interest, and demonstrate 
the wasted abilities of older workers. 

(3) Community vocational guidance clinics and local job-help projects. 

(4) A raised ceiling on earnings while drawing social-security benefits. 

(5) Spontaneously organized, cooperative, self-help organizations of older 
people. 

(6) Two government outfits, one Federal and one State, are at work on the 
task of gathering the facts and figures, coordinating dozens of scattered efforts, 
and searching out legislative and administrative remedies. 


26. Odell, Charles E. Employment problems of older workers. Journal of 
rehabilitation (Washington), v. 18, Jan.-Feb. 1952: 3-6, 26. 

The Chief of the Counseling, Selective Placement, and Training Division of the 
United States Department of Labor points out that the marked changes in the 
age distribution of the population will demand similar changes in the hiring 
requirements and employment patterns of industry. To determine what prac- 
tices were required a study was undertaken in 1950 by the Bureau of Emoploy- 
ment and collaborating state employment services. Five localities were studied: 
New York City ; Lancaster, Pa. ; Columbus, Ohio; Houston, Tex. ; and Los Angeles, 
Calif. The 8,727 cases were then divided into two groups: those who conducted 
their employment relations themselves and those who were given special help 
by the public employment service. The results revealed the following: Tor older 
workers, the public employment service was the prime source of placement in 
both groups. The public employment service has better placement facilities than 
any other source open to the older worker. The service is particularly useful 
in helping the older worker change occupations. 

The greatest problems facing the older worker stem from (1) traditional 
attitudes of employers against the aged; (2) private pension plans in the com- 
pany; (3) seniority programs; (4) dependents, home, and financial obligations 
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which force the worker to accept down grading; and (5) unfamiliarity and lack 
of confidence in the labor market. 

To correct these problems the author lists eight policies which should be put 
into effect (e. g., maximum age limits on employment should be abandoned, 
retired workers should be urged to return to work, ete.), and deseribes a six- 
point program for improving the position of the older worker in the future. 


27. O'Donnell, Walter G. The problem of age barriers in personnel selection. 
Personnel (New York), v. 27, May 1951: 461-71. 

This is a vigorous attack on the practice of age discrimination in employment. 
The author discusses the extent of this discrimination in considerable detail. 
Among his examples is an analysis of 3.474 jobs advertised in the New York 
Times. Of this total, 1,330 included age requirements, 97 percert of which dis- 
criminated against men over 45 years of age. Thus far, he feels, no real defense 
against these practices has appeared. He seriously questions the effectiveness 
of such legislative attempts at correction as the protection offered in the Massa- 
chusetts Fair Employment Practices Act whereby it is illegal to refuse to hire 
a worker between 45 and 65 because of age. Studies of hiring practices in over 
1.000 New York companies reveal that many presidents and managers of cor- 
porations are sympathetically inclined toward employing the aged, but it is the 
younger personnel directors who are refusing them employment in actual practice, 
The author declares that the most common causes for company discriminatory 
practices are fear of increased cost of insurance and pension charges, the difficulty 
of adjusting the older workers to established patterns of the business organiza- 
tion, their shorter business-life expectancy, and the physical results of age 
appearing in reduced productive ability, increased likelihood of accidents, and 
increased absenteeism. The author refutes each of these in detail. 

It is imperative, he declares, that employers and personnel directors reexamine 
their employment policies to make scientifically sure that their refusal to hire 
the aged in each specifie job is based on actual disability and not on arbitrary 
age limits arrived at by prejudice and chance. 


28, The older worker in industry. (Jn Industrial Relations Research Associa- 
tion. Proceedings of third annual meeting, Chicago, Ill., Dee. 28-29, 1950. 
Madison, Wis.? 1951. p. 317-36.) 

This special section of the 1950 Proceedings consists of contributions by eight 
specialists on the problems of the older worker in industry. The following are 
the individual discussions with a few of the more important points brought out 
in each: 

The introduction to the subject was written by Edwin E. Witte, who explains 
that the talks were an outgrowth of the book, “The Aged in Society,” issued 
by the Association the previous year. The discussions were to provide more 
recent and supplementary material to the original volume. 

Philip M. Houser’s remarks are entitled, “Some Fact About the Older Worker.” 
He points out that the occupational distribution of older workers differs con- 
siderably from that of the total labor force. More than two out of every five 
of them are self-employed, as contrasted with less than one in five workers in 
the over-all picture. Older workers are overrepresented among farmers, service 
workers, nonfarm managers and officials, and laborers; they are underrepre- 
sented among craftsmen, clerical, sales, and professional workers. The older 
worker is constituting an ever smaller percentage of the over-all labor force: 
in 1890, 68 percent of the labor force were 65 or older; in 1950, only 45 percent 
were over 65. 

Solomon Barkin presents “Some Problems of the Older Worker.” Among 
these, he believes the primary challenge to be that of lifting “the art of adjust- 
ment of jobs to older persons and these persons to the job from a state of hap- 
hazard improvisation to that of systematic, well-investigated, and proven prin- 
ciples and corroborated experiences.” He further finds much pressure at present 
from the employer for earlier retirement of older persons under pension pro- 
grams. He takes “strong exception” to Sumner Slichter’s suggestion for addi- 
tional financial incentives to the employers of the aged. He believes that careful 
placement will make the older worker as profitable an employee as any younger 
man. 

J. Douglas Brown discusses “Arrangements for Recall of Retired Workers.” 
He believes the issue to be: “How can we assure the reemployment or continued 
employment of workers of postretirement ages now without breaking down 
established arrangements for orderly retirement? Is the concept of fixed re- 
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tirement ages to go by the board and, if so, how can industry be protected in 
the future from a multitude of individual pressures and grievance cases to extend 
employment beyond the age of net contribution to production and progress’ 
He answers by stating that fixed retirement ages serve a useful industrial and 
social purpose and should be preserved even in times of industrial mobilization. 
At the same time, however, workers past retirement age should be hire, if 
competent, to raise production levels as rapidly as possible. The significant 
point is: they should be rehired or continued on the basis of what they do ani 
earn at 66 or 70, year by year, not at what they were doing and earning at 
50 or 60. 

Wilbur J. Cohen spoke on “Private Pension Plans and the Need for Further 
Improvements in the Federal Old-Age and Survivors Insurance Program.” Tle 
believes that existing private pension plans have two limitations from the stand- 
point of the employment of older workers: the high eost of vesting of rights for 
older employees tends to act as an impediment to employment; and the existence 
of compulsory retirement provisions results in the loss of productive manpower. 
He does not believe that a nation-wide public insurance plan has these defects, 
but feels that three changes are needed in OASI: (1) the program should be 
extended to cover those groups still excluded (e. g., farmers, remaining domestic 
employees, ete.) ; (2) the contribution and benefit provisions of the system 
shoul! be changed so that the maximum wage base would be increased: and 
he advocates (3) the restoration in the benefit computation of the increment 
of 1 percent in the benefit formula for each year in which the worker has 
substantial covered employment. 

Herbert G. Reneman, Jr., described the “Minnesota Pilot Studies on Utilization 
of Older Employees.” This survey of 168 M'nneapolis firms employing 56,750 
people in April 1950 was made to determine precisely what are management’s 
present practices in regard to the aging. Among the more unusual findings were: 
(1) 17 percent of the firms reported never having had any employee reach 65, 
(2) 56 percent of the firms having pension plans had compulsory retirement— 
only three nonpension firms had compulsory retirement, (3) three-fourths of 
the firms kept on all hourly employees over 65 but only one-half continued their 
salaried employees beyond that age. 

J. C. Sweeten discussed “Management and the Older Worker,” stressing the 
position that management's primary obligation is the preservation of the com- 
petitive system. An aspect of this is management’s responsibility toward old- 
age security. Unless industry takes an increased, aggressive interest in the field, 
worker security will drift further into government control with the attendant 
threat of socialism. He emphasizes the need for greater scientific study of the 
problems of old age so that both the worker and the employer can know precisely 
what it is they are facing, rather than the mass of generalities with which the 
subject is now burdened. 

The concluding discussion was by Robert K. Burns, entitled “Factors in 
Determining Retirement Age.” He finds six faults of an “arbitrary age”: It is a 
unitary factor, completely arbitrary, disregards individual differences among 
retirants, overlooks the psychosomatic characteristics of the worker, overlooks 
the moral and ethical factor of the right of an individual to continue working, 
and it disregards the potentialities of job realignment, job dilution, better worker 
placement, and other administrative remedies. On the other hand, he believes 
there are six factors which must be taken into consideration in the determina- 
tion of a satisfactory retirement age: compensation, performance, physical and 
psychological factors, technological, moral, and ethical considerations. He dis- 
cusses each. 


29. Smith, Philip M. Employment handicaps of older workers. American jour- 
nal of economics and sociology (Lancaster, Pa.) v. 8, Jan. 1949: 117-23. 


As the need for labor during World War II pulled more and older workers 
into jobs, the growing trend against employing the “Over Forty” worker was 
temporarily halted. However as early as November 1945 the Bureau of Labor 
Statistics reported the reopening of employment “clubs” specializing in the 
placement of the aging employee. Investigation revealed that there were four 
types of men appealing to the agencies for help: (1) Those who held responsible 
positions before the war and went into uniform to serve as specialists in various 
branches of the service. Many of these returned to find that reorganizations 
in their old firms had eliminated the need for their special skills. (2) Older 
men who were in sales work before the war who were being told on their return, 
“Sorry, but we are building our postwar sales staff around youth.” (3) Older 
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workers who found that the only jobs being offered older men were custodial, 
failing to use their special training and experience. And (4) older men who 
reached the age of 40 during the war years and returned to find that the pro- 
motional opportunities were being saved for the younger men. 

With such difficulties appearing so soon after the apparent relief of the prob- 
lem, investigations were made as to the underlying causes of the prejudices 
again apparent. The author presents a pro and con case made up of 18 advan- 
tages which employers believed the younger employee held over the older one, 
and 23 advantages held by the older workers. Such an overlapping of opinion 
leads the author to conclude that with the war period demonstrating so clearly 
the older worker’s capability for performing many industrial tasks at a high level 
of efficiency, the answer to the problem must lie in better job placement for the 
older employee. Management must do a better job of classification, of placing 
the worker in an environment designed to stimulate him to good work despite 
his physical, mental, or emotional handicaps. The author admits that if an 
economic recession appears, more drastic measures must be taken to ease the 
pressure against the older worker, and he feels that the answer may lie in an 
earlier retirement age (55 for example) and much greater liberalization of bene- 
fits under Social Security. 


30. Stecker, Margaret L. Beneficiaries Prefer to Work. Social-security bulletin 
(Washington), v. 14, January 1951: 15-17. 

The fact that most old people work as long as they can and retire only when 
they are forced to do so is illustrated by studies of old-age and survivors insur- 
ance beneficiaries between 1940 and 1947 which show that only about 5 percent 
of the men and women entitled to benefits in those years left their jobs of their 
own accord, For the first 5 years (1940-45) less than a third of entitled bene- 
ficiaries had retired from covered employment, but by January 1950, this pro- 
portion had risen to three-fifths since, after 1945, marginal workers had greater 
difficulty in retaining their jobs or getting new ones. Most workers who filed 
their claims for OASI benefits did so because they had lost their jobs or were 
no longer able to work and during the peak year of wartime demand for labor 
practically all were retired for health reasons only. After the war, however, dis- 
missal by the employer became almost as important a reason for job termina- 
tion as had been the case in prewar years. 

On the subject of their ability to work 1 to 3 years after age 65, slightly more 
than two-fifths of the persons interviewed in 1940-42 and 1948-49 reported that 
they could not work at all, while during the war years this proportion rose to 
three-fifths. A fifth to a third of all beneficiaries studied at the different 
periods thought, however, they could take some part-time jobs or do light work. 
Differences in these opinions were clearly related to the reasons for their retire- 
ment in the first place, their age, the state of the labor market, and the indivi- 
dual’s estimate of his chances of getting a job. 

A review of retired beneficiaries who returned to work showed that two-fifths 
of the persons who retired in 1940 had some employment in the following 2 
years. This figure rose to 55 percent in 1941-42 but dropped again in postwar 
years to 19.9 percent (1945-46) and 27.5 (1948-49). Regular employment of 
elderly beneficiaries at full-time wages was comparatively rare in the earlier 
years but increased substantially during the war years. 

These studies suggest that only a small proportion of old people leave the 
labor market for good unless they have to do so. They also show that the 
principal reason they want to continue working is that without earnings they 
do not have enough to live on at their accustomed level. Beneficiaries whose 
retirement incomes were lowest, for example, went back to work more frequently 
than those with more nearly adequate benefits. But roughly 60 to 90 percent 
of the able-bodied beneficiaries had some employment during a 12-month period 
within 1 to 3 years after their entitlement. These facts suggest that at least 
one-fifth of the men who became entitled to OASI benefits in any year might 
remain at work if their employers were willing to keep them, or that they might 
take comparable jobs with other employers. Another fifth might take jobs 
requiring shorter hours or less physical effort. Part-time jobs might solve the 
employment problem of many old people, especially jobs which might be adopted 
to their handicaps. But wartime employment demonstrated that old people can 
and want to work and that all many of them need is a chance to show what they 
ean do. 

{The article contains tables to illustrate the points made.] 
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$1. Tibbitts, Clark, and others. Employment of the older worker, two papers 
and a bibliography, by Clark Tibbitts, Arthur J. Noetzel, Jr., and Charles ©, 
Gibbons. Kalamazoo, Mich., W. E. Upjohn Institute for Community Re- 
search, March 1952. 24 p. 

The first of the three units in this pamphlet is Clark Tibbitts’, “Employment 
of the Older Workers Background of the Issue.” He finds a series of problems 
appearing in the employment of the aged: First, we are faced with the need 
for a larger work force to expand our production for defense. Solving this, we 
face the question, “What will happen to these workers when defense needs are 
satisfied and labor force will be cut down?’ Will they be discharged and thrown 
back on the pension system again? If so, can we support a rapidly growing pro- 
portion of older people by means of such pensions and grants? It is possible 
that we cannot, and it will be essential that a large number of this age group 
support itself through wages. He believes that the major question to be de- 
termined is, “Does the individual want to work?” The answer to this requires 
both better knowledge of the aged’s attitudes on the part of the welfare author- 
ities, and a better understanding of the results being secured by industry’s pre- 
retirement programs. 

The second article here is by Arthur J. Moetzel, Jr., “Employment of the 
Older Worker: Experience of Employers in the Cleveland Area.” Moetzel re 
ports the result of a study of 35 local industries undertaken to determine their 
individual experiences with the employment of older workers. Almost without 
exception the firms were pleased with the older men hired. They found them 
willing to work, loyal, experienced, with lower rates of absence and accidents. 
The men had usually been hired on the basis of their previous experience with 
other firms in the industries represented. Placement of the men was controlled 
by three factors: (1) a survey of jobs which could adequately be performed by 
older persons; (2) an increased probationary period; and (3) the use of the 
older emplovees for semiskilled work on utility jobs. Considerable reassign- 
ment of work was followed within the organizations as the original jobs became 
too heavy for the older men. Preretirement programs had been set up by most 
of the companies, but they were falling into disuse through lack of personnel, 
uncertainty as to means of conducting them effectively, and doubt as to the extent 
of the firm’s responsibility in this field. 

Charles C. Gibbons concludes the pamphlet with a selected, unannotated biblio- 
graphy of recent material on “Employment of the Older Worker.” The biblio- 
graphy contains approximately 100 entries. 


32. U. S. Bureau of Labor Statistics. Employment and economic status of older 
men and women. Washington, U. 8. Govt. Print. Off., 1952. 58 p. (Bul- 
letin no. 1092) 

The data in this publication was selected from published and unpublished 
materials from a variety of sources. Principal sources, in addition to the 
Bureau of Labor Statistics, were the Bureau of the Census, the Social Security 
Administration, the Railroad Retirement Board, and the Department of Labor’s 
Bureau of Employment Security. 

A section on population trends deals with increases in number and proportion 
of older persons, the trend toward urbanization, regional variations in popula- 
tion growth from 1940-50, interstate differences in population 65 years and over, 
changes in age distribution in selected metropolitan areas from 1940-50, and 
population estimates for 1950-75. 

The section on “trends in the labor force” deals with the aging of the labor 
force, changes in labor force participation of older persons, industrial and 
occupational trends, employment by occupation, industry, and class of worker, 
duration of employment on current jobs, extent and duration of unemployment 
of older workers, older workers in the experienced labor reserve. 

The section on “life expectancy and the length of working life” deals with the 
increase in life expectancy and the growing gap between total life and working- 
life span. 

A section on “Income and sources of income” describes the income of families 
(i. e., the extent to which family income varied in 1950 with age of family head), 
the income of men and women, and sources of income—June 1951. 

The section on “Retirement and pension programs based on employment” 
deals with: (1) major social insurance programs; (2) public retirement and 
pension systems; and (3) pension plans in private industry. 

The section entitled “Extent to which workers eligible for pensions continue in 
employment” deals with the OASI experience and experience under the Railroad 
Retirement Act. 








RETIREMENT POLICIES AND RAILROAD RETIREMENT SYSTEM 129 


The section entitled “Job experience of older workers” deals with (1) produc- 
tivity; (2) absenteeism and injury experience; (3) protective clauses in col- 
lective-bargaining agreements; (4) age limits in hiring; (5) the role of counsel- 
ing and placement services. 

Included in the report are 27 tables and 6 charts which graphically present 
the various trends discussed. 


RETIREMENT PROBLEMS OF THE AGING 


33. Ackerman, Laurence J. Economic and social implications of private pension 
plans. Trusts and Estates (New York) v. 90, Feb. 1951: 103-105. 

The author attempts to answer eizht questions about the social and economic 
implications of private pension plans. The first question is: What will be the 
effect of industrial pensions on union strength and policy? He believes these 
plans will increase union strength in three ways: (1) the union and its leader- 
ship will receive credit for installation of the plan and therefore will probably 
receive more loyalty from its membership; (2) as a result of its new managerial 
role if there is joint union-management administration of the plan, employees 
will be tied more closely to the union for the settlement of disputes arising as 
to rights and status of workers; (3) the requirement that an employee must be 
a member in good standing will be a stabilizing factor in union membership. As 
for union policy, the author points to a two-fold effect: (1) unions may strive 
with business for the achievement of sound fiscal and tax policies; (2) they may 
also become even more interested in the maintenance of our productivity gains. 

The second question is: What will be the effects of the limited coverage of 
industrial pensions? The author estimates that not over 50 percent of the 
gainfully employed could be covered by private plans because many employers, 
operating on low profit margins will not install plans and also because of rapid 
movements of workers in and out of employment. Related to this problem is 
the problem of inequality of benefits in private pension plans. 

The third question is: What is the impact of employee turn-over on the effeec- 
tiveness of private pension plans? Lack of pension credit transferral in typical 
pension plans results in immobilization of the labor force covered by pensions 
or in many cases, the forefeiture of pension richts for the worker who changes 
employment. Alternative solutions to this problem are: (1) pooled plans cov- 
ering an industry or an area; and, (2) vesting of pension rights. 

The fourth question is: Will pension plans add another obstacle to the em- 
ployability of the older worker because of the great pension liability engendered? 
The author cites studies which show that it takes longer to find a new job after 
40 as evidence that the answer to this question will gain in importance as the 
age-group “40 and over” continues to grow in proportion to the rest of the 
population. 

The fifth question is: Will the widespread adoption of private pension plans 
tend to force early retirement? The author points to the need for retirement 
education in American industry. He concludes that it is economically unwise 
to compel early retirement because of the loss in the national income. 

The sixth question revolves around pension guarantees and the fairly hich 
rate of business mortality in our economy. The seventh question deals with the 
effect of pension reserves on the economy and the problem of finding sound 
investment outlets for the accumulated pension reserves. 

The last question deals with the impact of the pension drive on general business 
activity. The author speculates that in the initial stages the results may be a 
reduction in real income which will be offset by a decline in personal savings. 
Aside from this speculation, pensions should help in the reduction of fluctuations 
in the business cycle. 


34. Ackerman, Laurence J., and Walter C. McKain, jr. Retirement programs for 
industrial workers. Harvard business review (Boston) v. 30, July—Aug. 
1952: 97-108. 


This is ah unusually good presentation of the over-all retirement picture today, 
the problems which have developed, and a pro and con statement of suggested 
solutions to each. The authors introduce the subject with a quick glance at the 
history of industrial old age care from its first appearance in 1847 to the present. 
He notes the choices facing an employer of a “superannuated” employee. What 
can be done? He can fire him with its resultant impact on morale, community 
relations, and union reprisal. He can keep him on the payroll and thus increase 
his unit costs, and clog his lines of promotion. Or he can pension him. Six 
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advantages are to be gained from the latter, stemming from as many motives: 
The desire to reward for long service, the desire to aid the needy employee, the 
need for improving plant morale, for reducing labor turnover, for increasing 
economy, and for stimulating more aggressive work from younger employees, 
This is the solution most frequently embraced. The authors find four factors 
(wage controls during World War II, the Social Security Act, the rise in the cost 
of living, and vigorous organized labor demands) have resulted in the enormous 
increase of pension plans found today. Of 403 industries studied, 74 percent had 
formal pension plans for their hourly employees, and 88 percent had plans for 
their executive and salaried workers. 

Probably the most complicated problem appearing in the retirement programs 
has centered around the question: What is the “normal” retirement age? The 
authors review the various solutions employed by industry at present and find 
them unsatisfactory. What is needed, they say, is an intensive, scientific study 
of the problem along at least three different lines: (1) Each firm should analyze 
its employees to ascertain the point where the production of the aging worker 
breaks and begins to decline. This point could then be fixed as the age for 
retirement for that particular “employee group.” (2) The possibilities of fixing 
the retirement age in terms of years-of-retirement should be explored—if it is 
determined that a man should have ten years of life after his working years, then 
the age would be fixed in terms of present life-expectancy tables. And (3) study 
should be made concerning the possibility of fixing a ratio of retired persons to 
active producers in order to keep the economic burden of pensions within reason- 
able bounds. 

A corollary of the fixed age problem is the possibility of an optional retirement 
age. Thisis found to havea great advantage in flexibility and personalized treat- 
ment, but fraught with continual antagonism over “who shall decide when” and 
“who shall review”? The authors conclude that when the final retirement pro- 
grams are worked out, they will give equal attention to the “three legs of the 
security stool”—economic security, preretirement preparation, and postretirement 
adjustment. 


85. Alexander Henry C. Observations on pension funds. The commercial and 
financial chronicle (New York) v. 175, no. 5128, Thursday, June 26, 1952: 
1, 28-29. 

This article is concerned with the new and spectacular trend in trust invest- 
ment that is represented by such funds as have been and are being created in 
private industry to finance schemes of retirement, schemes to relieve sickness and 
disability, schemes for thrift, savings, and profit-sharing. 

Beginning about a decade ago, literally thousands of such plans have been 
created and their number is increasing rapidly. There is no indication of a 
leveling off in this growing trend. 

Mr. Alexander states that he does not have much concern for the implications 
toward collectivism in an ugly form arising from such schemes. They do repre- 
sent groupings, of course, but in our system of capitalism we have long had 
groupings and collective action in many forms. The corporation itself repre- 
sents the pooling of individual capital, life insurance, and other forms of insur- 
ance are all predicated upon the sharing of risks and the protection which such 
sharing provides. 

After discussing the background of social security, the welfare state, effects of 
widespread use of pension funds, and financial repercussions of pension funds, 
this article summarizes the whole problem by saying that our country is no 
longer what it was during the 19th Century era of rugged individualism. Those 
times have vanished never to return, and no doubt we would not go back even if 
we could. The author reiterates that he has faith that without resorting to the 
bureaucratic blight of state socialism we as a nation can shape our own destiny 
through our system of private capitalism infused with a proper sense of social 
responsibility and high national devotion. 


36. Bell, Frederick J. Retirement planning—a case study. Connecticut industry 
(West Hartford, Conn.) v. 30, September 1952. 


As we conceive it at McCormick & Co. management has a definite and strong 
responsibility as a trustee in human relations. To create a feeling of prepared- 
ness and to bring into sharp focus the changes that occur during the post- 
retirement years, we commence our program when an employee reaches the age 
of 60, five years before his retirement. 
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At that time the retirement provisions and benefits are discussed with him by 
a representative of the Human Relations Department. This discussion usually 
takes place in a quiet and comfortable lounge over a cup of coffee. During the 
meeting the following subjects are discussed: (1) The pension plan, (2) Group 
Life Insurance, (3) the Retirement Income Trust, (4) Social Security provisions, 
and (5) The company’s desire to assist an employee who retires in finding out- 
side activities for profit or pleasure. 

At the age of 63, two years in advance of normal retirement, the employee holds 
a second discussion with a representative of the Human Relations Department, 
and the subjects listed above are again reviewed. 

At the age of 64, one year in advance of normal retirement, the Director 
addresses a letter to the employee in which the exact date of retirement is stated 
and the benefits that will accrue are listed in detail. This is done so that the 
employee will have precise knowledge of the amount of monthly income that he 
can expect to receive after retirement as a result of the choice he desires to make 
of the various methods of payment that are explained to him. This letter is 
delivered personally. 

A meeting is then held between the employee, his supervisor, and the Director 
of Human Relations at which the company hopes to tind the answers to such 
questions as: What are the fixed financial commitments that the retiring em- 
ployee must meet? How do these commitments compare with the income he will 
receive from various sources? Would he like part time work after retirement; 
if so, what kind and where? Is he planning a trip of any kind before settling 
down to retirement? If so, what can we do to help him arrange his itinerary; 
check the various means of transportation and help him to work out the cost? 

Three months prior to an employee’s retirement a fourth meeting is held for 
the purpose of confirming plans that have been worked out between him and the 
company for his activities in any field after retirement. At this meeting the 
retirement benefits are again reviewed and the employee is reminded that his 
ties with McCormick & Co. remain unbroken even though he is no longer actively 
employed. As a rule this final meeting has a festive air, simply because it is the 
fourth of a type of meeting that commenced almost five years earlier. The 
employee knows that he will continue to enjoy the visiting nurse services; that 
surgical and hospital benefits will continue for him at no cost to himself; that he 
will continue to receive assistance with income tax returns; that he will be 
invited to at least one of our three annual parties. Above all, he knows to the 
penny what his fixed income will be from the company sources throughout the 
remainder of his life. 

As a result of our experience in preretirement counseling, here are a few 
comments that might prove useful: (a) Preparing a woman for retirement is 
much more difficult than a man; (b) A person with no hobbies and little educa- 
tion, who has had no opportunity to develop cultural interests, presents more of a 
problem than one who looks forward to being able now to give full time to other 
interests, (c) Retirement counseling simply cannot stop on the retirement date; 
there must be frequent follow-ups, especially during the 12-month period follow- 
ing retirement, and (d) No two people react alike to the thought of retirement. 


37. Bender, John F. Retirement policies and practices in 37 colleges and uni- 
versities. College and university business (Chicago), v. 12, June 1952: 
19-22, 

The author writes from the results of an investigation (authorized by the 
president and regents of the University of Oklahoma) of the retirement policies 
of 37 representative colleges and universities. Ten are privately controlled and 
27, or about half of the State universities of the nation, are publicly controlled. 
Material submitted covered nine general headings. (1) The normal age of 
retirement ranged from 70 (for 63 percent) to 65, in spite of the fact that it does 
not seem wise to retire competent people at less than 70, in view of personnel 
shortages. (2) Provisions for service after retirement showed wide extremes, 
although most institutions are using retired personnel on a year-to-year basis. 
(3) The amount of retirement allowances was determined, with few exceptions, 
at one-half of the salary at retirement, but many specified maximums were well 
below the range of the $2,800 to $3,000 standard required in the annual cost of 
living for a two-person family. (4) Methods of Building Up a Fund for Retire- 
ment in most institutions were on a joint-contributory basis which, “fairly com- 
monly,” represented 10 percent of an employee’s salary shared equally at the 
rate of 5 percent each for employer and employee. Reported percentages, how- 
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ever, ranged from 8% to 14. But usually these percentages were not sufficient 
and supplements were required because (a) most systems are fairly recent; (b) 
many of the joint contributions are too small; (c) the rapid increase in costs 
of living; and (d) a relatively low salary scale in some institutions, 

(5) Disability benefits were provided as an important but secondary feature 
of most retirement systems, and (6) death benefits were considered to be second- 
ary in importance only to retirement benefits. Some universities consider them 
so important that they make support of a group death and disability plan obliga- 
tory for the members of the teaching staff. 

(7) The Percentage of the Faculty fully retired (available from only 16 State 
institutions) ranged from 0.43 to 8 percent, being influenced by policies on age 
of retirement and provisions for part-time services. (8) Information on total 
amount paid retired members for the year 1949-50 came, in a fairly definite form, 
from only four State institutions, since most took the position that keeping such 
a record is the responsibility of the insurance company rather than of the insti- 
tution. (9) Evidences of adaptability to changing conditions appeared more 
frequently, showing that most institutions are aware of the importance of keeping 
their retirement plans up to date. One State university reported that its retire- 
ment plan, adopted in 1937, has been substantially modified five times since that 
date. 


38. Brannon, Thurza Jones. Digest of selected health, insurance, welfare and 
retirement plans under collective bargaining, prepared by Thurza J. Bran- 
non and William R. Breher. Washington, U. S. Dept. of Labor, Bureau of 
Labor Statistics, 1951. 99 pp. (U.S. Bureau of Labor Statistics. Special 
series no. 6.) 

This document is a 1951 supplement to the Bureau’s earlier “Digest of Selected 
Health, Insurance, Welfare, and Retirement Plans” which was issued in July 
1950. The earlier portion contained summaries of 30 selected employee-benefit 
programs under collective-bargaining agreements, This supplement describes 
the features of 42 additional plans. The author does not claim the selection to 
represent either typical or model plans, but says they have been chosen for their 
diversity as to industry, scope of coverage, or for their unique or signficant 
provisions. Each digest has been submitted for review to the “appropriate 
parties’—employer, union, or board of trustees. 

The programs are analyzed under the following headings: Type of plan, 
Parties to agreement, Coverage,’ Types and amount of benefits, Source and 
methods of financing, and Administration. Of the 42 plans described, 21 contain 
provisions on or are exclusively pension and retirement programs. Examples 
of the firms described are: Cities Service Oil, Consolidated Edison, Crucible 
Steel Co. of America, General Motors, ete. 


39. Brower, F. Beatrice, and Arax Simsarian. Analysis of new pension plans. 
Management record (New York) v. 12, no. 6, June 1950: 217-221, 

The authors oi this article begin their analysis by a statement of broad obser- 
vations concerning the various individual plans. In their minds, the most sig- 
nificant development in the field of pensions during 1950 was the successful 
conclusion of the pension agreement between the United Automobile Workers, 
CIO, and the General Motors Corporation and the Chrysler Corporation. 

After this brief summary by the authors, attention is directed to a more 
detailed analysis of the main provisions of recently announced pension plans. 
The tables which follow include the name of the company and union, the date 
of agreement or plan, contributions and eligibility requirements, normal pension 
formula, disability pension formula, investing rights, retirement age, adminis- 
tration of plan, and type oi funding. Their analysis is concerned with 15 
separate plans made effective during the early part of 1950. These plans are the 
Baldwin Locomotive Works and the United Steel Workers, The Baldwin Loco- 
motive Works and Salaried Employees, Chrysler Corp. and United Automobile 
Workers, E. I. Dupont de Nemours & Co., Inec., Eljer Co., and National Brother- 
hood of Operative Potters, Ex-cell-o Corp. and United Automobile Workers, 
General Motors Corp. and United Automobile Workers, the Sorg Paper Co. and 
United Paper Workers, Nash-Kelvinator Corp, and United Automobile Workers, 
Metal Products Co. and International Association of Machinists, Transcontinental 
and Western Air, Inc., U. S. Metals Refining Co. and Mine, Mill and Smelter 
Workers, Warner Co., Wilson Jones Co, and United Paper Workers, and Wyan- 
dotte Chemicals Corp. 
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40. Brower, F. Beatrice, and Lois E. Forde. Significant features of new pension 
plans. Management record (New York) May 1952, v. 14: 177-181 

The authors present in chart form the main provision of nine plans recently 
received by the National Industrial Conference Board, Inc. An analysis of the 
variety of ways companies are handling their pension programs is presented by 
the authors. The main trends are: (1) complicated formulas replace the stand- 
ard $100 a month which prevailed at the Supreme Court decision on union- 
negotiated pension plans; (2) provision of a minimum oi $100 a month with 
many plans providing for a combined Social Security and private pension of 
more than $100, and others providing that the minimum under the private plan 
is independent of federal benefit; (8) more plans are gearing the pension to the 
employee’s pay and his years of service; (4) provision of several formulas for 
computing an employee's pension—in any individual case the one used being the 
formula which provides the largest amount of pension for the individual; (5) 
expansion of plans applicable to salaried employees to include all salaried 
employees, even those with low incomes; (6) flexibility in retirement age; (7) 
inclusion of vesting rights (although they vary considerably); (8) lack of pro- 
vision in the majority of plans for the worker, who in a period of labor shortage 
is recalled from retirement; (9) provision for disability pensions in four of the 
nine plans. 

The nine plans studied are those of: Diamond Alkali Co., Kennecott Copper 
Corp.: Mathieson Chemical Corp., Meredith Publishing Co.; National Biscuit 
Co.; National Cash Register Co.; L. Souneborn Sons, Inc.; The United States 
Life Insurance Co.; and a nonferrous metals company plan. 

Three of the nine plans provide for employee contributions, and three are paid 
for entirely by the employer. The other three provide ior a basic noncontributory 
pension but certain classes of employees are given the opportunity to contribute 
and receive larger benefits. 


41. Brown, J. Douglas. The role of industry in relation to the elder worker. 
(In Industrial Relations Research Association. The aged and society, 
edited by Milton Derber. Champaign, I11., 1950. p. 65-74.) 

To be realistic, an analysis of the role of industry in relation to the older 
worker must be based upon the premise that private industry, in America at 
least, is in business for profit, and that workers are employed and compensated 
as a means of enhancing that profit. Many generous policies have been developed 
by progressive firms in the pursuance of enlightened self-interest. Among t! ese, 
not a few have involved the favorable treatment of older and long-service em- 
ployees. But to thrust upon private industry the obligation to employ or compen- 
sate older workers under conditions which lead to loss or even bankruptcy, is 
to impair the functions of the private corporation as a highly important institu- 
tion in our national economy. Since private industry should not be cempelled 
to assume the problem of the older worker, and yet that problem is increasing 
in severity with each passing decade, it is useful to examine what private industry 
has done and will probably continue to do voluntarily in its attack upon the 
problem, 

The problem which faces each of these firms is one of indemnifying expect#n- 
cies. A study of economic and social history indicates that, time out of mind, 
a continuing economic relationship, and especially that of master and servant 
or employer and employee, possesses a moral force within itself similar to the 
force of momentum in the physical world. The longer an employment relation- 
ship exists, the stronger the expectancy of continued employment, not only in 
the mind of the individual employees, but in the asumptions of his fellow 
employees, his immediate superiors, and the community in which he lives. 

A manifestation of the strength of expectancies is the firm hold which the 
principle of seniority has on the thinking of both organized and unorganized 
groups of wage earners. Despite the steady improvement in selection and 
evaluation methods in personnel administration, the individual worker and his 
fellows continue to place great emphasis upon accumulated service with a 
particular employer as concrete evidence of the right to continued employment 
or to other preferment. But the growth of expectancies in American corpora- 
tions has not arisen out of the worker’s mind alone. Service and benefit plans 
have encouraged a sense of “belonging” to the corporate organization. Speciali- 
zation in function has made change in job more difficult. Managements have 
striven to overcome the impersonality of the employment relationship in large 
corporations and, through a wide variety of channels and programs such as 
publications, clubs, conferences, and athletics, have sought to enhance the very 
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psychological forces from which expectancies of a continued relationship de 
velop. The integrity of the corporation as a social institution has been empha 
sized. Meanwhile the rate of growth of many corporations has declined so that 
a larger and larger proportion of the labor force has had sufficient service to 
make voluntary change of job unlikely. In sharp conflict with this growing 
mass and momentum of expectancies is the vital necessity for the corporation 
as a perpetual institution to remain vigorous, adaptable, self-critical, and 
imaginative. Youthful enthusiasm, restlessness, and energy are needed at 
executive and technical levels; adaptability is needed in supervision and the 
rank and file. The solution of the corporation’s problem in the face of these 
forces has been to buy off the expectancies of superannuated workers with 
dollars. The primary purpose of the corporation has been to secure the dis- 
placement of the older worker in order to assure its own efficiency and survival. 

It has been the past that most often determines the rate of a retirement an- 
nuity, not the present or future. Past service, whether under the existing 
pension plan or no, is the substance of the socio-economic “right” which is 
indemnified. This emphasis on past service in the compensation of expectancies 
helps to explain the difficulty of readjusting the retirement age in private corpo- 
rations to meet individual or social requirements. The retirement annuity is 
determined by past earnings and years of employment, not by the current 
physical or mental condition of the employee at a set date. Two employees of 
identical service and past earnings are strongly assumed to have identical rights, 
not by the individuals alone but by the whole employee group. Since the precise 
balance of advantage of continued employment compared to retirement on 
annuity is subject and fraught with a host of variables, the employer discrimi- 
nates between workers at his peril. 


42. Buckmaster, L. 8S. Union philosophy on pensions. (Jn National Industrial 
Conference Board. Handbook on pensions. New York, April 1950. p. 
75-78. (Jts Studies in personnel policy no. 103) ). 

Unions are charged with the responsibility of serving the people they rep- 
resent, and the problem of the welfare of their older people compels the seek- 
ing of an adequate solution. The Federal Social Security program does not 
meet the needs of the older people whose numbers are constantly increasing. 
Even in the future, with an expanded social security program, only a small 
fraction of the population will benefit. The CIO is therefore urging inclusion 
of 2 pension program in their collective bargaining agreements, and at the same 
time is urging the expansion of Federal old-age insurance plans. 

It is the unions’ position that the workers’ health and retirement security 
is a responsibility of industry. The principle that retirement benefits are de- 
ferred compensation has been recognized in recent years and the trend has been 
toward programs wholly financed by employers. A suitable retirement benefit 
is a legitimate cost of operating a modern industry. Employee contributions 
are not necessary to maintain dignity and self-respect. Participation in the 
administration of noncontributory plans is likely to create more effective inter- 
est than contributory plans. Management is asked to recognize that retirement 
benefits are deferred compensation earned during the working period of the 
employee. 

American business has shirked its responsibilities in this matter. Because 
of this, the CIO has stepped into the breach and is promoting old age security. 
Although this is the immediate requisite the question of the role and significance 
of the older people is also involved. The advancement of educational and health 
facilities and the utilization of the skills, knowledge and wisdom of the aging 
segment of the population are part of labor’s goal, to be reached through con- 
structive change based upon democratic procedures. 


43. Close, Kathryn. Getting ready to retire. New York, Public Affairs Com- 
mittee, 1952, 23 p. 

The author discusses the various problems confronting the aging person: 
financial, occupational, emotional, physiological, ete. The advantages and dis- 
advantages of early retirement are discussed; the choice of a meaningful activity 
once retirement age is reached is emphasized along with the need for early 
planning toward this end. 

It is important, the author states, for the older person to take stock of what 
he or she can do in the way of hobbies and skills, and of what his or her attitudes 
are toward doing the kind of work for which they may be fitted in later years. 
Often, a change of occupation may mean downgrading and loss of status, which 
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may be more distasteful than a feeling of not being useful. Community service 
is another outlet for the older persons’ activity giving a sense of usefulness, 
usually without loss of status. 

Choice of a place to live also requires a long-studied plan. A few experiments 
which have been made in modifying the idea of the “old folks’ home” are dis- 
cussed. Most interested people question the advisability of any kind of plan- 
ning which tends to set older people apart in communities by themselves. 

Early attention to health is important to happiness in retirement, just as 
happiness and positive mental attitudes are necessary to good health. Aetivity, 
usefulness, the ability to make friends and to have fun, and above all a sense 
of purpose form a bulwark against the hopelessness than can make retirement 
a time of tragedy. Steps to take are: consult the librarian at the public library 
for material dealing with the general subject of making the later years worth 
while; investigate the possibility of adult education; consider the possibility of 
initiating a community educational program. The industrial programs of Esso 
Standard Oil Co. and Standard Oil Co. (New Jersey) which attempt to prepare 
their employees for retirement are discussed. 

The author concludes with a list of needs which, in general, are common to 
all older persons: 

(1) A regular income or other financial resources sufficient to provide inde- 
pendence and a sense of security. 

(2) An occupation, avocation, or absorbing hobby compatible with physical 
capacity. 

(3) A pleasant place to live which will not put a strain on health, pocketbook, 
or emotions. 

(4) A feeling of being useful through personal or community service. 

(5) The conservation of health. 

(6) A positive attitude toward self, others, and the world. 


44. Close, Kathryn. Retirement-boon or menace? Survey (New York) v. 88 
April 1952: 160-64. 

As the result of depression-born social awareness, the power of organized labor, 
and industry’s efforts toward efficiency, persons in every level of employment are 
now able to look forward to an assured retirement of rest and security. Having 
established the initial bridgehead, we are beginning to examine the techniques by 
which such retirement is achieved. Two shadows are clouding our success—the 
employee’s fear of loneliness, boredom and rapid deterioration, and the strain 
on the producing society as a steadily smaller force of young workers must 
support an increasingly larger group of retired older workers. Two solutions to 
these threats are offered: either we should raise the age limit for retirement, 
or we should change management’s antagonism to the older worker—suggesting 
that even if the retirement age were raised, under present employment practices 
the older worker would be dismissed in his early 60's anyway. 

The author discusses at some length the question, ““How many persons over 65 
could be drawn into the labor force if industry would have them?” She presents 
estimates of economists, industrialists, and government specialists. After a broad 
review of the problem, she suggests that the answer to the dilemma probably 
lies in “selective retirement” systems. A New York utilities company is cited as 
having had successful experience with such a program centered around a retire- 
ment board composed of the personnel manager, the company doctor, and the 
head of the department in which the employee works. The employee's retention 
is then dependent on his performance record, a medical examination, “and other 
relevant factors.” Other similar programs initiate an employment review only 
if the worker requests it or his supervisor becomes dissatisfied with his per- 
formance. Certain unions have objected to the selective retirement systems 
feeling that they may result in preferential and inequitable treatment for some 
employees, and in several cases have caused the firms to return to a system of 
a compulsory age. At the same time, the UAW and the Textile Workers union 
both have a joint labor-management board which determines “what worker should 
be retired when” which is working with unusual success. 

Noting, in conclusion, management's complaint that the older worker is less 
productive than a younger man, the author describes a plan by which the govern- 
ment would subsidize industry paying for the output differential in terms of a 
cash grant to the company for each older worker retained. According to its 
proponents, this plan would be cheaper than a Federal pension system since the 
worker’s subsistence would be based on the combined income of pension and 
wages—not on pension alone. 


83494—53—pt. 2——-10 





136 RETIREMENT POLICIES AND RAILROAD RETIREMENT SYSTEM 


45. Concurrent receipt of Old-age and survivors insurance and public assistance, 
Social security bulletin (Washington) v. 15, August 1952: 13-15. 

The expanding program of old-age and survivors insurance has not yet reduced 
the old-age assistance rolls to the extent that was generally expected when the 
Social Security Act became law. One reason that the caseloads have continued 
high is the presence of a considerable number of aged beneficiaries of old-age 
and survivors insurance. These persons have applied for old-age assistance 
and been found eligible because their insurance benefits and other income do not 
meet their necessary expenses. In setting benefit rates, Congress recognized 
that some beneficiaries with unusually small benefits or unusually great need, 
or both, would require assistance. The proportion of aged beneficiaries receiving 
old-age assistance has been higher in many states than it was anticipated and 
has tended to increase. 

Since July 1948, when State reports were first obtained on the concurrent 
receipt of old-age assistance and old-age and survivors insurance, the number 
of persons receiving both types of payment has been increasing steadily. From 
146,000 in June 1948, the number rose to 406,000 in February 1952. Because the 
total number of aged insurance beneficiaries more than doubled between these 
two dates, the increase in the proportion getting old-age assistance was not 
large and, in fact, only a little more than kept pace with the expansion in the 
number of aged beneficiaries. 

Ten percent of all aged beneficiaries received old-age assistance in the earlier 
month, and 12.0 percent in the later month. The proportion was highest (12.6 
percent) in September 1950, the month before beneficiaries received their first 
liberalized benefits under the 1950 amendments; it dropped to 11.9 percent in 
August 1951, after the assistance agencies had discontinued payments to bene- 
ficiaries who no longer needed assistance either because they received larger 
benefits or had become eligible for benefits under these amendments. In contrast 
to the large increase in the number of aged insurance beneficiaries, the number 
of old-age assistance recipients was only 12 percent higher in February 1952 
than in June 1948. 

Although supplementation of old-age and survivors insurance benefits accounts 
for part of the cost of assistance, the net effect of the insurance program, of 
course, has been a reduction in this cost. Beneficiary-recipients are persons who 
would have been getting assistance even if the insurance program had not been in 
operation ; the cost of their assistance is, moreover, less than it would have been 
if they had not received benefits under old-age and survivors insurance. Further- 
more, without the insurance program a considerable proportion of the other 
persons now receiving insurance benefits would also be on the assistance rolls. 


46. Corson, John J. Social security and the welfare state. Social-service review 
(Chicago) v. 24, March 1950: 8-12. 


The word “welfare,” which once connoted good things such as humanitarian- 
ism, generosity, and concern for others, has today taken on an odious flavor when 
it is used in the phrase “welfare state.” In spite of the great changes in our 
way of life many responsible men hold to “the three obsolete but tenaciously 
held beliefs” that (1) each individual can and should maintain himself; (2) 
government should do as little as possible; and (3) “man is at heart a worthless 
cuss who is perfectly willing to lay down his tools at the slightest hint that some- 
one will care for him.” If such persons could free their minds from the tradi- 
tion of our agricultural past, they could see that millions of people who did not 
need public aid in the past, must now turn to the government. 

The social security program is not essentially a “welfare” measure to provide 
a minimum standard for people at the bottom of the scale. Instead, it is de- 
signed to meet the needs of the most insecure among us today—the members of 
self-supporting families with small incomes of, say, less than $250 a month. These 
people—53 percent of all Americans—face the five to one chance that there will 
not be enough to live on when father is old and can no longer work. The evolu- 
tion from meager charity to grocery orders, to cash grants, to work relief wages 
and finally to social insurance payments marks social inventions of as great 
significance as Watt’s steam engine, Fulton’s steamboat, or Edison’s electric 
light, because they progressively recognize the insecurity of presently self- 
supporting people, while increasing understanding of the rights and freedom of 
the individual who must ask for help. 

The ingenuity of the social inventors who drafted the Social Security Act is 
especially remarkable because they faced up to the fact that family need growing 
out of unemployment, old-age, or death was basically a problem of wage re- 
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placement. Our social insurance system assumed that benefit amounts should be 
roughly proportionate both to the missing wages and the number of mouths to 
be fed. It removed the necessity for investigating each individual's needs or 
supervising his use of benefits because the worker himself had contributed 
through payroll taxes toward the cost of benefits. 

America needs a frank guaranty of a minimum of well-being for everyone, 
not alone for one-fifth at the bottom of the scale. We need assurance that people 
without work because of age, illness, disability, widowhood, or orphanhood will 
have built up subsistence rights to income in the Government; and assurance 
of essential services for decent living in industrial communities—day-care nur- 
series, recreation, guidance, medical care, and low-cost housing. Many Ameri- 
cans, and especially the majority who live in cities, have found that they can 
save little or nothing, at the same time that they have become more vulnerable 
to the hazards of unemployment, sickness, old age, and death. Others may con- 
demn such a program by labeling it the “welfare state.” But the irresistible 
trend of events makes the provision of some such guaranties inevitable. 


47, Cushing, J.G. N. Problems of retirement. Mental hygiene (Albany, N. Y.) 
v. 36, July 1952: 449-55. 

In retirement, as in his work life, the rare individual who is an emotionally 
mature adult, is adaptable to his environment, accepts responsibility for his 
share of family, social, and community activities, and has the capacity for en- 
joying both play and responsible activities. But even in the case of such unusual 
individuals—and more traumatically to most of us—there comes a period at some 
time after age 50 when sensory acuity diminishes and psychomotor performance 
slows. Usually this occurs earlier in fields of skilled labor and later in intel- 
lectual pursuits. As the individual arrives at a point where he has so slowed 
down, his lack of value to industry becomes apparent and retirement is an im- 
minent problem. 

The result of these life changes, coupled with the impact of actual retirement 
from work, are dependent on: (1) the various degrees of adjustment to family, 
social activities, vocation and avocation, and financial security; (2) the specific 
causes for retirement as influenced by company policy, the individual’s declin- 
ing efficiency, chronic illness, ete; and (3) the meaning of his work to the in- 
dividual. Matriatch-dominated men may have used their work as their only 
expression of independence and masculinity, and even for gratification of sexual 
drives. 

Retirement can produce a healthy security in an emontionally healthy indi- 
vidual, but company policy must take account of individual diffierences, and 
avoid the danger of either paternalism or laissez faire. Financial security is, 
of course, a prime consideration, but so are the need for a time-consuming in- 
terest, companionship, and planning. Large industrial concerns should, there- 
fore, set up a special program to go into operation 1 or 2 years before the ex- 
pected date of retirement—such as the “Preparation for Retirement” plan of 
Esso Standard Oil which uses group discussions of prospective retirees to 
achieve three principal objections: (1) to give to each prospective annuitant a 
picture of the problems he is likely to face when he retires; (2) to stimulate 
organized thinking toward suitable postretirement interests and activities; and 
(3) to generate some action on plans before actual retirement. Men who have 
already retired could be brought into these discussion groups. Once an audi- 
ence is created for such seminars and company policy becomes known, there 
will have been created an intelligent demand by the worker in industry, and the 
decades of life following retirement can be much less burdened with ailments of a 
neurotic and psychosomatic nature. 


48. Dean, Arthur H. Accounting for the cost of pensions—a lien on production. 
Harvard business review (Boston) v. 28, July 1950: 25-40. 

It is economic fallacy to believe that granting pensions does not—like granting 
higher wages—increase the costs simply because the day of reckoning is post- 
poned. Nor can support for aged workers come entirely from the active working 
force. But tool power has made it possible for modern workers to store up a 
portion of their current production into tools which, when they retire, will in- 
crease the productivity of their successors, and entitle them to a share in that 
product. Any plan which promises pensions without providing also for an 
increase in production to finance them must prove illusory. 

Following a description of the historical development of private pension plans, 
the author takes the position that today’s industrial pension plans—unilateral or 
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negotiated, funded or unfunded—present problems with regard to the contractual 
obligations of employers, and the rights of employees with respect to pension 
funds. It is true that annual contributions to the Social Security fund have 
exceeded actual disbursements to build up a theoretical reserve. It is also true 
that accounts are kept and interest is credited to the fund, and that nonnegotiable 
advances from the fund to the Treasury Department, during the few years when 
the national budget was balanced, helped retire government debt from the hands 
of investors and thus may have provided capital for productive investment. On 
the other hand, advances are also used for nonproductive current consumption. 
If OASI pensions reach the point where they exceed current collections, it appears 
that large costs must be made up by levying further taxes upon the economy 
in general, or by selling the presently nonnegotiable government bonds consti 
tuting the fund by law, to banks, insurance companies and other investors with 
further inflationary consequences. 

But if the aggregate of private pension reserves are efficiently invested in 
production, then private enterprise as a whole should be able to produce sufficient 
goods to supply the current needs of all the pensioners and the rest of society 
On the other hand, if the reserves are to be immediately turned over to government 
for its current needs, the latter agreeing to pay the pensions, there might not be 
enough current production to satisfy the pensioners’ needs as well as the needs of 
that part of society then gainfully employed. 


49. Dunkel, Wallis, B. Investment problems in an inflationary period. Man 
agement record (New York) v. 14, no. 5, May 1952: 176-207. 

This article was a part of a round-table discussion on Pension Problems In 
A Defense Economy held at the 328th meeting of the National Industrial Con- 
ference Board at the Waldorf Astoria Hotel in New York City on January 24, 
1952. 

This author begins his discussion with a very important and sometimes ap- 
parently overlooked fact that the contractual liabilities of a pension fund are 
for dollars and not for purchasing power. Thus, we see that inflation results 
in rather inadequate pensions or in an increase in the cost of the plan in order 
to make the pensions adequate. 

This article also considers the Treasury Department regulations requiring 
that gains resulting from earnings in excess of the assumed rate, plus any cap 
ital gains that are realized, must be used to reduce the employer’s contribution 
in the following year, and other general regulations of the Treasury Department. 

One of the great advantages of pension funds is that relatively large amounts 
of new money are contributed each year and become available for investment 
Investment in common stocks is the most practical form of protection in an 
inflationary age, but how far should the trustee go in committing funds in that 
direction? The author submits that it would be rash for a trustee to put an 
entire pension fund into common stocks today. Purchasing a portfolio of com 
mon stocks cannot be done indiscriminately with the idea that all stocks will 
equally reflect the effects of an inflation or that inflation is the only factor to be 
reckoned with. A typical common-stock portfolio today would include a por- 
tion of defense stocks such as insurance and public utilities. It would probably 
be rather heavily weighted in favor of the natural-resources industry such as oil 
and nonferrous metals. It would also be heavily invested in the chemical in- 
dustries because of the growth factor. The buying and holding of common stocks 
is not necessarily enough. A portfolio manager must always be alert and 
objective. 


50. Esso Standard Oil Co. Preparation for retirement. Personnel journal 
(Swarthmore, Pa.) v. 30, Nov. 1951: 209-214. 

Economically, the retirement programs of both industry and Social Security 
are based on an earned annuity. They are not hand-outs. They recognize the 
dignity and independence of the individual. The same type of approach is needed 
for the sociological and psychological side of retirement. Industry must not be 
guilty of paternalism—the sociological equivalent of a hand-out—rather it 
should strive to give real help and counsel to the individual in thinking through 
the problems he will face upon leaving the company. 

This article describes Esso Standard O11 Co.’s preretirement program designed 
to meet these requirements. The company believes that retirement must be con- 
sidered as a form of “graduation” into a new phase of life rather than a “casting 
out” process. It believes that to get these ideas across some sort of guidance is 
demanded but it is aware that guidance brings about resentment. To avoid this, 
Esso has developed a discussion method whereby a group of employees approach- 
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ing retirement are given the opportunity to get together and explore some of the 
problems of successful retirement. 

The program consists of a series of five meetings of an hour each held at 
intervals of about four days. Presented to groups of from 10 to 15 each, the 
program has three principal objectives: (1) to give the retiring worker a picture 
of the problems he is apt to face when he retires; (2) to stimulate thinking 
toward postretirement interests and activities; and (3) to generate some action 
on plans before actual retirement takes place. The first meeting is headed, 
“What is Retirement?” and discusses the aims of the program, the characteristics 
of older age as related to basic human needs, the nature of retirement plus the 
development of a healthy philosophy toward it, and suggests a start toward think- 
ing through individual retireinent problems. 

The second meeting is entitled, “Retirement and Your Health,” and is con- 
ducted by a physician. Here the medical aspects of retirement are discussed, 
and the physical conditions which may be expected, plus a pattern of living for 
the older person, are outlined. The third meeting, “Planning for Retirement,” 
emphasizes the importance of planning ahead. includes suggested future activi- 
ties, and discusses the company retirement pi licy and appropriate social legis- 
lation available to the retiring employee. The fourth meeting is labeled “What 
Others Have Dom,” and presents a digest of recent retirement case histories, 
mostly from withi1 the Esso organization which highlight the common pitfalls 
as well as giving tips on sound and proven approaches to successful retirement. 
The final meeting reviews what has been said before, hears a brief sketch by 
each member of the group of his own general plans for retirement, and offers the 
company’s assistance in the form of personal counselling by medical and em- 
ployee relations departments. Attendance is voluntary throughout the program, 
and a record is kept of each participant’s expressed plans with the expectation 
of a personal interview with each 6 months after retirement. 


51, Exton, William, jr. Preparing employees for successful retirement. Person- 
nel (New York) vy. 28, Nov. 1951 : 264-74. 

Although an ever-larger portion of our population is facing retirement each 
year, little scientific thought has been directed toward its successful attainment. 
A large firm with a record for progressive personnel policies declares, ‘““We 
are bu) ing ill-will with our retirement program.” Many problems must be faced 
if the woiker is to make the transition from a life of contributory labor to a 
retirement of quiet, secure leisure. 

Among the difficulties to be met is the pessimism of the average man going 
“on pension.” A recent study of industrial workers revealed that most em- 
ployees expected to live only 2 or 3 years after they reached 65. Not one expected 
to live more than 5 years after retirement. They are fearful of insufficient 
income, breakdown of health, loss of social prestige, “what to do with my time.” 
Experiences of those who have retired before them increase their dissatisfaction. 

It is essential both from the point of view of the employer and the employee 
that the transition be made. The employer must assign a younger worker to 
the older man’s job and in most firms the older man is expected to train his 
successor. If the older worker feels he is being pushed out by the younger man, 
his resentment damages the morale of the entire work group. On the other 
hand if he looks forward to his retirement, he can take pride in his skills and 
pass on his “know-how” with a sense of satisfaction resulting in improved effi- 
ciency on the part of the replacement and pleasure to the older man. While it 
is economic for the employer, it is personal to the employee and all signs point to 
the demand for successful, well-organized programs of retirement guidance. 

Such programs must be based on three factors: (1) the development of a 
reliable body of information about the changes—psychological, physiological, 
sociological, ete.—due to aging, and the better ways of coping with such changes; 
and allowing for them in substitute interests and activities; (2) the development 
of effective techniques for reaching persons in later middle age, determining their 
future problems in retirement, and of inducing acceptance of the resulting guid- 
ance; and (3) the development of educational programs to bring about a general 
change in attitudes toward retirement, so that it may be seen to be as natural 
and proper a part of life as any other stage of the developmental progression. 


52. Goldner, William. Trade union structure and private pension plans. Indus- 
trial and Labor Relations (Ithaca, N. Y.) v. 5, no. 1, Oct. 1951: 62-72 

The author attempts to analyze the interaction of the comparable aspects of 

pension plans and trade union structure. In so doing, he sets forth a parallel 

between the basic elements in a pension plan and their counterparts in trade 
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union structure. He does this by dealing primarily with the objectives of 
trade-union leaders as they are influenced by the pension issue. 

He considers first the benefits accruing to the “rank and file’ as a result of 
the establishment of pension pians; second, the way in which pension plans 
affect the survival and growth of unions. Most important in this connection, 
according to the author, is the fact that the pension plan provides the equivalent 
of the closed shop, in spite of the fact that legislation prohibits the closed shop. 
The author, however, cautions against the possibility of the existence of pension 
plans as an opening wedge for legal intervention in the administration of the 
union. 

The effect of pension plans on the trade union leader’s personal status, is 
noted. Through pension negotiations the labor leader (1) can solidify his mem- 
bership; (2) faces the possibility of legal intervention in internal union affairs; 
(3) accepts the problem of reconciling the wage-getting policy of the union with 
that of the level of pension benefits; (4) is obliged to become more businesslike 
in the running of the pension plan. 

The author believes that there are three basic types of discrimination in pen 
sion plans: those involving (1) differential treatment of compensation; (2) 
differentials in the prospect of attaining a pensionable status; and (3) differences 
in the cost effect, particularly in contributory plans. 

In regard to compensation, two methods of determining pension benefits are 
discussed: (1) the Steel Industry formula using the last 10 years’ pay as the 
basis; (2) the UAW-CIO formula based on length of service and providing 
uniform benefits unrelated to level of compensation. Both methods are dis- 
criminatory, according to the author. The first discriminates against the workers 
who stay at low occupational levels throughout their service. The second dis- 
criminates against the higher level employees. 

Discrimination in regard to expectations of achieving pensionable status arise 
from (1) differences in mortality during the working life of the pension plan 
member; (2) differences in the incidence of labor turnover, and (3) differences in 
work hazards and the incidence of disability. 

The author concludes with a summary of the divisive and the unifying effects 
of pension plans on the rank and file of trade unions. He feels that the divisive 
effects may become more pronounced as the pension plans mature. 


53. Gumpert, Martin. Our “Inca” ideas about retirement. New York Times, 
magazine, July 27, 1952: 10-11, 22. 

The origin of the idea that workers should be forced to retire at age 65 in 
modern society is not entirely clear, but its totalitarian, undemocratic, “statist” 
concept is fitted to the rigid social structure of the Incas who thousands of years 
ago established a fixed age-scheme. The Inca boy had a play-period from 8 to 16; 
became a coca-picker from 16 to 20, a worker from 20 to 25, and head of a 
family and taxpayer from 25 to 50. From 50 to 60 he grew old and after 60 he 
was “an old man sleeping.” 

Archaic concepts of retirement which are still poisoning our social atmosphere 
disregard evidence showing the startling increase in life expectancy, differences 
in the biological and chronological ages of an individual, and the loss to indi- 
viduals and society growing out of unproductive years at the end of life. It 
appears, for example, that the average person of 65 is now as biologically effi- 
cient as he was a generation ago at age 50; that the loss of physical strength 
through age is well compensated by greater steadiness, thoroughness, and wealth 
of experience; and, as Studies of the Bureau of Labor Statistics have shown, a 
lower rate of absenteeism for older workers. 

It is true that work can be potentially harmful when it exceeds individual 
eapacity but it is also true that man needs work to give life rhythm and mean- 
ing as well as because our present protective devices such as annuities, pensions, 
old-age security benefits or assistance are at the same time costly and inadequate. 
The only rational conclusion is that old people have to earn money to keep alive 
and in 1949 about one-third of the 65 plus group did. Yet, in spite of the fact 
that there are now over 53 million Americans over 40, employment discrimina- 
tion starts at that age. We are facing an entirely new structure of life and we 
must adiust to change. 

We need to expel the word “retirement” from our language. We need more 
job analysis and worker analysis to match the right employee to the right job; 
more assessment of the new assets and new liabilities which age brings; more 
experience with graduated retirement systems and retraining schemes: and 
experience in taking advantage of the bonus of more leisure time. The pro- 
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longation of life is one of the few positive achievements of this century. It 
should be a powerful impetus to creative development, to medical and social 
reseurch and to better understanding of the thousands of productive functions 
already existing or to be discovered, which can be filled by our retired citizens. 


54. Haber, William. After 65—what about income? Survey (New York) v. 86, 
April 1950: 177-80. 

The number of persons over 65 who are employed has been decreasing since 
1945, and the problem of supporting the aged is a difficult economie one to solve. 
The solution cannot be found in private savings, since the average savings of 
skilled and semiskilled workers are far below the amount required to provide an 
annuity of $100 at age 65. 

The decision of the NLRB in the Inland Steel case (April 1948) caused a rapid 
expansion in union-management pension plans, but it cannot be assumed that 
private plans will be an effective substitute for the public social security program. 
Company pensions have at least five substantial defects: (1) Pension rights 
based on employment with a specific company may seriously limit the worker's 
mobility. (2) Private pension plans discourage the hiring of older workers. 
(3) Many pension plans are so unsound financially that the “security” they 
provide is questionable—in amount and duration. (4) Primary reliance upon 
collective bargaining plans will result in unequal coverage and great variation 
in benefits. (5) Few private pension plans make provisions for survivors, or 
for permanent disability. A public social security system, on the other hand 
can (1) provide continuity of protection; (2) no additional burden is imposed 
upon employers who employ older workers; (3) a publie plan does not need a 
fully funded reserve and is less costly; and (4) coverage can be extended to all 
workers. 

If a public program is to be the major source for old age social security, what 
part should collective bargaining plans play? Private plans can provide a 
supplementary pension to maintain minimum incomes and living standards and 
to make benefits more nearly adequate. For extra hazardous occupations work- 
ers could be retired at an earlier age than provided in the public program. People 
in executive and supervisory positions can more readily retire under private 
plans, thus creating opportunities for promotions from the ranks. A needed 
supplementation through private plans is provision for disability benefits with 
allowance for dependents. 

Private and collective bargaining pension plans are no substitute, but depend 
upon a sound national program, and make an important contribution to retire- 
ment security. 


55. Hope, Stanley C., and others. Should there be a fixed retirement age? (In 
American Academy of Political and Social Science, Philadelphia. Social 
contributions by the aging, edited by Clark Tibbitts. Philadelphia, 1952. 
p. 74-83. (Jts Annals, v. 279)). 

This article is actually a series of four different articles by different authors 
setting forth the positions of management, labor and the farmers on a fixed 
retirement age. The first article, by Stanley C. Hope, president of Esso Standard 
Oil Co., lists the advantages of mandatory retirement at a predetermined age 
as: (1) all employees are treated alike; (2) effective plans for retirement can be 
made; (3) it provides incentives for capable younger employees; (4) it is de- 
sirable from the employee’s personal standpoint; (5) it provides the most prac- 
tical solution; (6) it is desirable from the general economic and social stand- 
point. 

The second article by Craig P. Cochrane, director of industrial relations at 
Eastman Kodak Co., sets forth the case for flexibility. In preference to a fixed 
retirement age the author describes a “normal retirement age” as one which 
provides a specific goal toward which the worker can plan but has the advan- 
tage of flexibility. 

The third article by Solomon Barkin, director of research of the Textile 
Workers Union of America, outlines the trade-union policy of resistance to com- 
pulsory fixed retirement ages. Trade unions have been insistent upon the 
worker’s right to a job while he is qualified and able to do the job. Inasmuch 
as there are no scientific criteria for determining the propriety of retiring 
workers, except in extreme cases, the union must take the position that the 
personal preference of the worker should be binding. Finally, says the author, 
those who argue for compulsory retirement ages on the basis of simplicity of 
administration are insensitive to the social responsibilities of industry. 
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In the last article, Marshall Harris, agricultural economist, presents the 
farmers’ viewpoint. He distinguishes between the year-round worker, tlie 
migrant laborer, and the farm owner, and generalizes that: (1) the economic 
problems of retirement at a fixed age diminish, while the psychological problems 
increase, as farm people attain higher rungs on the so-called agricultural ladder, 
This generalization leads to the hypothesis that (2) “if retirement plans and 
programs are adapted to the distinctive needs of each farm group, the benelits 
of retirement will be maximized and costs will be minimized.” 

The economic and psychological problems of retirement are different for 
owners, tenants, and laborers; as a consequence, retirement plans, whether 
private or public, voluntary or involuntary, should be tailor-made to suit the 
needs of each group. Any program must be kept flexible to meet the changing 
attitudes of farmers resulting from apparent lessening of responsibilities, de- 
creasing size of family, and increasing life expectancy. 


56. Jacobstein, Meyer, and Mary R. Heslet. Pension plans in private industry, 
(In extension of remarks of James E. Van Zandt in the House. Congres- 
sional record [Daily ed.] (Washington) v. 97, Oct. 2, 1951: A6332-35) 

The author points out the difficulty of determining an accurate account of 
the number of private pension plans in existence in industry in the United 
States, because of the absence of a central agency which gathers complete data 
relating to pensions. It can be seen, however, according to this report, from 
the data that have been compiled in various places that there has been a trend 
toward an ever-increasing number of plans, particularly in recent years. Esti- 
mates made by various organizations of the extent and coverage of existing 
pension plans are briefly discussed. 

The reasons for growth of pension plans are evaluated in the second part of 
the report. The need for a promise of financial security in old age has been 
stimulated by the changes that have been taking place in the age groups of the 
population, and increased life expectancy. At the present time there are a great 
number of older people without adequate means of support who must rely upon 
old-age assistance funds. The number of recipients of old-age assistance has 
grown steadily since the inauguration of the Federal social-security program. 

In conjunction with this change is the changing economic situation. The 
number of self-employed persons is giving way to the increasing number of 
those who are dependent on income from outside employment. Fixed incomes, 
when subjected to higher taxes and rising prices, cannot be relied upon to 
provide a surplus to be put aside as savings for future care. Whereas formerly 
older members of the family were taken care of in the home of the younger 
relatives, now there is no room available for them because of the trend toward 
urbanization. All these factors have contributed to the drive for pension plans. 

The Social Security Act of 1935, as amended, is intended to provide “a basic 
measure of protection against the major hazards of old-age and death.” But, 
it is recognized that private pension plans are necessary not only to cover those 
persons not covered by the Federal law, but also to supplement the social security 
payment to the level of existing living standards. 

Experience has shown that each business and industry has its own set of 
conditions which must be taken into consideration in laying the foundation 
for a pension system that will be most effective, financially sound and easily 
administered. 

The author concludes with the observation that there is one thing certain; 
the trend is definitely in the direction of more widespread application of pension 
plans in private industry. 


57. Johnson, George E. Compulsory retirement and its alternatives. Manage 
ment record (New York), v. 4, no. 5, May 1952: 173-174. 

This article was part of:a round-table conference on “Pension Problems in a 
Defense Economy” which was held by the 328th meeting of the National Indus- 
trial Conference Board at the Waldorf Astoria Hotel in New York City on 
January 24, 1952. 

Mr. Johnson begins his discussion by the appraisal of the different points of 
view regarding compulsory retirement. In this regard, he indicates that some 
doctors say, “this scheme of having people retire in accordance with a chrono- 
logical age is bunk. I have a patient who went to pieces shortly after retire- 
ment. He was ready, willing, and able to perform. Society lost a good man.” 
The doctor, however, was looking at retirement purely from the point of view of 





xa we am / 





RETIREMENT POLICIES AND RAILROAD RETIREMENT SYSTEM 143 


his patient and not from the standpoint of the employer, who is thinking in terms 
of the efficiency of the entire working force. 

The author refers to three discretionary and three nondiscretionary methods 
of retirement that are sometimes suggested as alternatives to compulsory retire- 
ment. One finds that probably a majority of people are opposed to compulsory 
retirement. Yet, when they were cross-examined on alternatives, they have noth- 
ing to offer. It is the opinion of this author that in the future one will find that 
some variations of compulsory retirement will still be the most popular means 
of terminating the relationship between employer and employee. But in many 
instances one will find a certain amount of flexibility. 


58. Kenagy, H. G. Preparation for retirement. Management record (New 
York), v. 14, no. 5, May 1952: 174-176. 

This article was a part of a round-table discussion on “Pension Problems in a 
Defense Economy” held at the 328th meeting of the National Industrial Con- 
ference Board at the Waldorf Astoria Hotel in New York City on January 24, 
1952. 

It is the contention of this author that since employees, retiring at age 65, may 
have 14 or 15 more years to live, it is tremendously important to us, from the 
standpoint of public relations, if for no other reason, to do what we can to make 
those years after retirement reasonably healthy and happy. A pension plan, even 
when it is adequate in terms of dollars, is not the whole answer to happy retire- 
ment. The other necessary elements are interesting, worth while, purposeful 
activity, and reasonable health. 

After a discussion of ways and means of assisting employees in this prepara- 
tion for retirement, the author concludes by saying that the finest byproduct of 
helping employees to plan intelligently for their old age is that it makes them 
happier and more productive people before retirement. If one can suggest a 
plan of the years ahead which the employee accepts and likes, with a goal at 
the end that seems sure and pleasant—something that he can look forward to 
with anticipation—one is able to take away the tensions of the present. In this 
way it might be found that productive activity will be stimulated. Employees 
who are better adjusted to their jobs will result from such a plan, and they will 
live more happily with their associates. 


59. Knowlton, Stuart L. An evaluation of negotiated pensions. Personnel (New 
York) v. 28, July 1951 : 61-67. 

The author evaluates pension-planning patterns in terms of union and manage- 
ment goals. The goals of management are: (1) orderly retirement of elderly 
workers; (2) reduction of turn-over; (3) attraction of better workers; (4) 
increased labor efficiency; and (5) greater loyalty to the company. In regard 
to the first objective, the author believes that most modern negotiated plans, by 
providing in advance for retirement, are successful. In regard to the second 
and third objectives, the author feels that the lack of clear-cut evidence makes 
evaluation difficult. However, on the basis of this evidence, he feels that the 
negotiated plans have had a minimum effect. The effect of pension plans on 
labor efficiency varies with the provisions for administration of each plan and 
with the type of firm. Firms employing large numbers of workers of very great 
skill would not be greatly affected. Also, management's ability to raise efficiency 
through pension planning depends to large extent on the consequences of admin- 
istrative machinery and practices. As for increased loyalty to the country, 
the author has serious doubts as to the accomplishments of this objective. 

The unions also have certain expectations regarding pensions: (1) increased 
loyalty to the union; (2) improvement of the leaders’ political position; (3) 
extension of collective bargaining; (4) pensions based on need rather than 
reward; and (5) liberalization of social-security legislation. Clearly the unions 
have realized their first goal. In regard to the second, it appears that union 
leaders will be able to strengthen significantly their political prestige through 
the administration of the pension program. In regard to the third objective, 
the union success in bargaining over pension demands may open up other areas 
to joint determination (such as those connected with the administration of 
pension systems and possible grievances under the negotiated plans). Also, pen- 
sion bargaining may provide a wedge for the extension of the geographic area 
of bargaining. The fourth objective has been realized in part, although unions 
are expected to demand substantial upward revisions of the schedule of pay- 
ments as a result of a rising price level. At least, union demands have oriented 
management thinking away from a reward basis toward a needs criterion. In 
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regard to the fifth objective, the author notes that indirect pressure was put 
on government through collective-bargaining demand for retirement benetits 
integrated with social-security payments. By such demands, unions forced man- 
agement to join the fight for a more adequate government program. 

‘The author concludes that unions have probably obtained results more nearly 
consistent with their original aims, but managements have not had to swallow 
pension provisions which were completely unacceptable. The solution, worked 
out over long hours of bargaining, has been an expedient one, based on a gamble, 
Both sides have agreed to plans which, for their long-run continuance, require 
high-level employment. 


60. Kramer, Kenneth L. Labor's goal for social security. Social work journal 
(Albany, N. Y.) v. 30, Jan. 1950: 16-19, 47 

The wage freeze period of the war brought retirement plans into union con- 
tracts: generally paid for fully by management and usually including hospital, 
surgical, and cash sickness insurance along with death benefits. But dependents 
were usually not covered, except at extra cost to the worker, and medical needs 
beyond hospital and surgical costs were completely neglected. In 1946 unions 
gave first priority to pay increases since wages had been frozen, and price controls 
had been scrapped prematurely. 

If improvements had, been made in the Federal program between 1946 and 
1949, much of the interest in nascent pension plans would have disappeared. 
But, failing such action, ‘when wages seemed to have stabilized in 1949, the pen- 
sion issue again became paramount, headed by the CIO’s two largest unions, 
the United Steelworkers of America and the United Automobile Workers. 

Workers who, in earlier periods of our history, knew neither dignity nor 
security, are aware that the nation’s problems cannot be met by private pensions 
because (1) some industries, which depend upon a multiplicity of small plants, 
marginal workers, etc., have problems different from those of industrial giants; 

2) even if every union member were fully covered, only one-third of the coun- 
try’s gainfully employed would have such minimum protection; (3) the worker 
is more or less frozen to his job since pension credits cannot be transferred; 
(4) pension rights can be lost in widespread lay-offs; (5) the mortality rate of 
corporations is high in an age of rapidly changing technology; and (6) invest- 
ments in so-called gilt-edge securities are subject to normal business hazards 
and could be wiped out by a depression. For these reasons, they believe that the 
major old-age security job belongs to a Federal program. 

Unions know that private plans are best conceived as supplementary to the 
solid base of a Federal program. They also believe that anywhere from 8 to 15 
percent of our industrial income can finance a full Federal program including 
unemployment, sickness, and health insurance as well. The increased efficiency 
of productive machinery can absorb such costs without undue taxation. Finally, 
they are convinced that insecurity in any large part of our population is the best 
breeding ground for totalitarians. 


61, Kulp, C. A., Standards for balanced social security policy. The Insurance 
Law Journal (Chicago) Feb. 1951, v. 387. 93-98 pp. 

One of the most important elements in understanding Social Security policy, in 
the writer’s view, is the realization that is not constructed upon what are ordi- 
narily regarded as business facts by the private insurer. Basic policy determina- 
tions in this field are political—in the sense that they are expressions of the 
majority of the electorate as to the need for governmental programs in the 
various fields of social insurance. Because of this political nature, decisions as to 
policy seem tentative, subject to constant evaluation, and solutions approximate as 
compared to private enterprise. The result is a flexibility of policy, the author 
notes, but not necessarily irresponsibility of policy. For there are standards, 
though not absolute, that emerge from certain basic assumptions that seem to 
underlie our thinking on social security problems. 

The author lists six such assumptions: (1) That our citizenry cannot be 
divided into two permanent camps—those who have and only pay and those who 
have not and only receive; (2) That regardless of our production efficiency, 
there are upper as well as lower limits to our living standards, including social 
security; (8) That the average citizen sooner or later will need social security ; 
(4) That the average citizen prefers social insurance rather than public assist- 
ance, based on need; (5) That the Government should restrict itself to those major 
hazards to life and earning power for which the average worker cannot provide; 
(6) That the system must be congenial to the temperament of the people it taxes 
and serves. 
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In accordance with the assumption of presumptive need, the author believes 
that it is not a question of which persons or which hazards should be covered under 
a social insurance program but at what level the benefits should be set. A sound 
system must cover every citizen, and this is only a matter of simple equity, he 
believes, since otherwise, with narrow coverage, millions of citizens will help 
pay for benefits of their fellow citizens and they themselves may be forced on to 
public assistance in time of need. However, he further points out, the system can 
only be effective if it restricts its role to providing a modest minimum. The 
benefits should cover only that part of the loss that cannot be absorbed personally. 
Such restriction would support individual initiative and enterprise. Though the 
level of benefit should be low, the duration of the benefits should be the approxi- 
mate duration of the loss. No real security could exist otherwise, he writes. 
Finally, as to financing the program, the author believes we cannot have full 
social security as a part of the American standard of living unless we can increase 
the national product by that much more for this new item in the national 
budget. We do need to know now, as nearly as we can, the immediate and ulti- 
mate cost of our social security program. The way to find this out, the author 
writes, is to start paying benefits now, and on a universal basis. In this way 
the average man will realize the true cost of what he wants in the way of 
social insurance. 


62. Ladimer, Irving. Income security for the Federal worker. Personnel 
administration (Washington), v. 14, No. 1951: 13-20. 

The author indicates some of the merits and demerits of the Government’s 
system of social security for its own employees. On the debit side are the lack 
of a system of unemployment or dismissal compensation and the Government's 
compulsory retirement regulations which ignore the physical and mental capacity 
of the individual worker. The author believes that private industry generally 
has a more progressive attitude in this regard and one that the Government 
might wel! emulate. On the credit side is the Civil Service Retirement system, 
which, taken by itself, he considers as one of the more liberal and progressive 
staff retirement programs for large groups of employees. He adds, however, that 
the program can't be taken by itself and in some respects has not kept pace with 
medern conditions. The author feels that the program has not dealt fairly with 
the temporary wartime or emergency worker who will lose his retirement rights 
when he leaves the government. (The 1950 amendments to the Social Security 
Act helped the situation to some degree by bringing those federal employees not 
covered by a retirement system under OASI.) The lack of coordination between 
Civil Service retirement and OASI is another fault the author finds in the system. 
The results of this vary greatly. In one case an employee may receive no benelit 
under either system and in another case an employee may get benefits from both. 
The latter is illustrated by the employee who retires at 63 on his annuity and 2 
years later gets an additional $80 a month Social Security benefit for himself 
and $40 more for his wife at age 65. 

The solution advocated by the author is to place all Civil Service employees 
under OASI. The contribution would be divided so as to cover OASI taxes first, 
with the balance supporting Civil Service Retirement. CASI benefits would be 
paid irrespective of the Civil Service Retirement annuity, but the latter would be 
reduced by the amount of the OASI retirement benefit if and when received. 

He believes this plan will put the Federal employees on a par with the workers 
in industry without additional total expense to the Government. 


63. Marsh, Michael. Fringe benefits and wage stabilization. (Washington) 
Editorial Research Reports, 1951. 789-805. (Editorial Research Reports, 
v. 2, no. 20, Nov. 19, 1951) 

The author examines the possibilities of appeasing labor in their wage demands 
in the steel industry, and at the same time keeping down inflation. One way is 
to sanction more fringe and similar benefits. However, according to the author, 
different kinds of fringe benefits vary in their inflationary effects. Productivity- 
based wage increases, incentive-pay programs, and profit-sharing plans do not 
work directly to push up prices of the affected commodities. However, employer- 
financed pension plans, health and welfare plans, and higher payments for 
premium time, vacations and holidays tend to increase both business costs and 
consumer demand. 

In his discussion of pension and welfare plans the author states that collective 
bargaining in this area has gained in prominence only since the war. More than 
7,650,000 workers were covered by negotiated pension or social insurance bene- 
fits in mid-1950. The average negotiated pension plan provided for pension of 
$100 a month, including social security, for workers retiring at age 65, and that 
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figure has subsequently been raised in many cases to $125. Many of the insurance 
and health plans provide a full “package” of benefits, including life insurance, 
hospitalization, surgical and medical care, and payments during absence from 
work because of sickness or accidents. 

The chief example of a productivity-based wage increase is that provided by 
contracts in the automobile industry under which an increase of 4 cents an hour 
is to be added each year for 5 years as an “annual improvement factor.” Incen- 
tive-pay plans are Somewhat similar but tie compensation more closely to specific 
increases in output by the individual worker or group of workers. Such fringe 
benefits as paid vacations have been growing markedly more liberal in industry 
since the war. Many concerns now give long-Service employees 3 weeks of 
vacation annually and give all employees six paid holidays a year. 


64. Marshall, A. D. The pros and cons of compulsory retirement. American 
economic security (Washington) v. 8, Nov./Dec. 1951: 27-32. 

The problem of compulsory retirement revolves around the question of whether 
or not employees should know well in advance that there is an age at which they 
must cease work and retire on an income which bears some reasonable relation 
to their past service and earnings record, rather than on the more minor issues 
of the proper retiring age—which varies with each occupation as with indi- 
viduals—or as to the adequacy or inadequacy of pensions. It cannot be solved 
without full recognition of economic and industrial as well as individual aspects 

Much of the information we now have is fragmentary. Although the life 
expectancy has increased, considerable evidence suggests that little has been 
done to increase the life expectancy of those who arrive at age 60 or 65. Nor 
has the picture been adequately drawn in terms of the range of nonproductive 
periods. It has been computed, for example, that a worker fully employed from 
age 20 to 65 works only 13 percent of the total hours of his life. At a time when 
the productivity of labor is also increasing by a substantial percentage each year, 
should we have more goods to consume, a shorter work week or a longer retire 
ment? Should we have a longer nonproductive period in youth to be devoted to 
more education? Does the tax load raise new questions? Conclusions must take 
account, moreover, of whether the total economy at a given moment needs more 
production, and thus more workers; or whether less production, with unemploy- 
ment rising, would not suggest the wisdom of retiring older workers to give oppor 
tunity to young men and women. 

All the facts are not available as to the problem of extra costs which result 
from the employment of older workers. Proposals for piece-rate systems meet 
the objection that workers will be kept on the job indefinitely because they are 
paid only for what he produces. If other proposals for Government subsidies 
are a means of hiding the extra costs they are also counter to prevailing con- 
victions that Government should not subsidize private industry. Both the over- 
head cost and the example of hiring the inefficient must be considered. 

With regard to the effect of retirement on the individual worker it is some- 
times ably argued that physical, mental, and emotional deterioration and not 
chronological age should be the criteria for retirement. But until objective 
criteria which the individual himself understands and agrees to are developed, 
it is certainly much easier for a man to explain to his wife and friends that 
he is being retired because he has reached a certain age than because he is 
emotionally unbalanced, physically deteriorated, or mentally unable to do his 
job. Moreover, studies of morale should be concerned with the effect on the 
morale of the whole working force and especially on younger workers. We nee 
more experience with the full results of compulsory retirement. The few com- 
panies which used fixed retirement ages have lost men capable of performing a 
day’s work but many of them have felt this a small price to pay for the increased 
opportunities for advancement. They also report that a specific age criteria 
makes the adjustment of the worker approaching retirement much easier, and 
facilitates definite counseling programs. 

Since the problem is relatively new and highly complex most of the answers 
must lie in the future. But whatever the final policy, it should be directed at 
preserving the individual well-being of our older people without jeopardizing the 
economic system upon which their real security so completely depends. 


65. Moore, Elon H. Industrial workers in retirement. Sociology and social 
research (Los Angeles) v. 32, Jan.-Feb. 1948 : 691-93. 

This article presents the results of a study of 47 workers retired from as many 

industrial jobs. The purpose was to determine their satisfaction with retire- 

ment, and if possible to account for conclusions—either favorable or unfavorable. 
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Half of the group claimed voluntary retirement, the remaining were pen- 
sioned at an automatic, fixed age. Of the group, 9 were found to be excellently 
adjusted, 24 satisfied, 5 uncertain, and 9 unsatisfied. Seven of the nine “excel- 
lents” had retired voluntarily, while none of the “unsatisfieds” had willingly 
retired, but had been forced to by bad health or for institutional reasons. The 
workers’ attitude toward retirement proved to be important; of the excellent 
group, eight of the nine had looked forward to retirement eagerly, while eight 
of the nine unsatisfied group had anticipated it with dread. There was a close 
relationship between economic need and satisfaction, the better off the worker 
was, the more he enjoyed his leisure. 

As to further employment, only 16 or the 47 had sought work, and only 8 of 
these had had any trouble finding a job. Twenty-five more of the group were 
working in some manner or other, but without compensation. Their incomes 
fell into three groups: 18 received less than $100 a month, 21 had incomes be- 
tween $100 and $200, and 3 received over $200. Nineteen remained in the same 
town and the same house, others moved to smaller dwellings, and others to 
different parts of the country; but there seemed to be little relation between 
their place of residence and satisfaction with retirement. 


66. Murray, Roger S. The effect of retirement and pension funds on savings. 
The commercial and financial chronicle (New York) v. 175, no. 5118, 
Thursday, May 22, 1952: 14. 

The author of this article divides his discussion into two basic questions. One 
is whether the growth in pension funds represents a net addition to total per- 
sonal savings or whether it simply displaces other types of provisions for the 
future. The second question relates to qualitative aspects of this particular flow 
of fund. In answer to the first question, Mr. Murray concludes that over a long 
period of years, for the last 75 at least, there has apparently been no pronounced 
trend in the proportion of personal income saved, despite the great growth of life 
insurance and other savings needed. In effect, what has happened is that one 
form of personal savings has been partially diverted to another. This general 
observation suggests that the growth of retirement plans will simply take the 
place of growth in one or more other types of accumulations of capital. 

In answer to the second question, as to the qualitative aspects of this com- 
ponent of the savings flow, Mr. Murray cites that historically, when coverage was 
more largely confined to industries which were in a position to offer inducements 
for long service, the contributions were probably even more regular, The more 
recent extension of coverage to heavy industry and to hourly paid workers 
suggests that there will be greater variation from year to year. 

This article concludes by speculating upon some of the long-range implications 
of this additional source of permanent capital for Lusiness enterprises. 


67. Murray, Roger F. Investment impact of pension fund accumulations. The 
commercial and financial chronicle (New York) v. 175, no. 5078, Thursday, 
January 3, 1952: 4, 24. 

Mr. Murray surveys rapid growth of industrial pension funds and problems 
of their investment, points out accounting and reserve policies applicable to 
pension trusts which have important bearing on their investment activities, and 
criticizes Treasury's failure to recognize validity of loss reserve accumulated from 
income or capital gains. This article contains data on types of investments made 
by pension funds and notes general lack of uniform portfolio pattern. Although 
stating pension fund investments may be a factor in stable security prices, he 
maintains they have little influence on short or intermediate swings. 

The influence of the growth in pension trusts upon debt-management problems 
is, however, not particularly germane to a discussion of the debt-management 
problems of the Federal Treasury. The extent of investment in government 
securities is more significant in its bearing upon the rate of return which can be 
earned. The question is still raised from time to time whether the growth in 
these funds will be so rapid as to outrun private investment opportunities. If 
this should happen, it is argued, the declining interest rate would increase the 
pension reserve required and further augment the flow of capital into the market, 


68. Myers, Robert J. Retirement ages under old-age insurance. American 
economic security (Washington) v. 8, Sept.-Oet. 1951: 37-42. 

The Chief Actuary of the Social Security Administration examines two ques- 
tions: In actual practice, at what age do most people retire under the OASI 
program? And, what would happen to OASI costs if benefits were paid auto 
matically at 65 regardless of whether the worker had retired or not? 
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The average retirement age for the two prewar years, 1940-41, was about 69 
for men and 68 for women. At the end of the war, the average age decreased 
to about 68.5 for men and women, and fell to 68 by 1950. The 1950 figures cover 
both the “1989 eligibles” and the “1950 eligibles” who responded to the more 
liberal insured status resulting from the 1950 Social Security amendments. 
Of the two groups, the “1939” group retired at 69.3 for men and 68.7 for women, 
while the “1950” group retired at 67.8 and 67.6 respectively. These ages repre 
sent only the year when benefits were first awarded. Roughly 10 percent of 
these returned to work for a time, so in fact, the average effective retirement 
age would be about one year higher for all groups. 

These figures reveal that in general workers do not retire at 65, but continue 
in employment for some time. For this reason, if benefits were paid uncondi- 
tionally at 65, higher costs would result. The author believes that it would 
be much wiser to use the limited money available for insurance purposes to 
pay as adequate benetits as possible to those fully retired than to “spread the 
money thin” to all who have passed 65 irrespective of need. 


69. Myers, Robert J., and Wilbur J. Cohen. Railroad retirement act amend- 
ments of 1951: benefit provisions and legislation history. Social-security 
bulletin (Washington) v. 15, Feb. 1952: 3-12. 

In this descriptive article the authors present a detailed picture of the enact 
ment of the 1951 amendments to the Railroad Retirement Act, including a 
legislative history showing the development of the final legislation, alternative 
proposals, and describing the action in Committees and in the two Houses of 
Congress. ‘The benefits under the new law are described and illustrated by 
tables comparing the revised system with the old law and with old-age and 
survivors insurance. A chart is included showing the principal changes in 
the Railroad Retirement Act under the 1951 amendments as they compare wit! 
the old law, and the basic documents relating to the Act are listed at the ena 
of the article. 

The authors cite as reasons for the need for legislation in this field (1) the 
general increases in the cost of living and wages during the past decade. The 
1948 law did increase retirement benefits by 20 percent but it made no sub- 
stantial change in survivor benefits nor proper allowance—in benefits based on 
service and compensation both before and after 1937—for the rapid increase 
in wages in recent years; (2) survivors benefits in virtually all cases were less 
than those applying under old-age and survivors insurance, at the same time 
that (3) the employee contribution rate under railroad retirement in 1951 was 
four times as high as that under old-age and survivors insurance. 

The law as finally passed was substantially the same as the Senate bill, except 
for such important concessions to the House as the transfer of employees with 
less than 10 years of service to the old-age and survivors insurance system, and 
immediate provisions for financial interchange between the two systems. The 
net effect is to increase benefits for annuitants over age 65 by about 30 percent ; 
make spouses eligible for benefits; credit service beyond age 65, and add an 
offset feature for persons receiving old-age and survivors insurance benefits. 
The “old-age and survivors insurance minimum guarantee” will, in fact, in- 
crease survivor benefits somewhat higher than the 3314 percent flat increase 
provided in the benefit formula—or about 70 percent for children and more 
than 100 percent for parents. But although the new railroad benefits are nota- 
bly higher for retirement cases they are only slightly higher for survivors since, 
even though they are computed in essentially the same way, railroad earnings are 
somewhat higher on the average. 

The most important methods by which benefits under railroad retirement and 
old-age and survivors insurance programs are interrelated are described, with 
examples, as they apply to the minimum guarantee for retirement annuities 
and survivor benefits; the dual receipt of benefits ; and residual death payments. 


70. Owen, Henry T. Revolution in old-age security planning. Journal of the 
American Society of Chartered Life Underwriters (Philadelphia) v. 6, 
Sept. 1952: 326-36. 

A most important economic and social change, of which many people are not 
yet aware, is the almost complete breakdown in the effectiveness of older methods 
of estate building through savings and conservative investment. A generation 
ago, the following was good advice to a young man: Save 10 percent of your in- 
come, invest it conservatively in safe securities: and when you are too old to 
work, the income from your investments will support you and yours in comfort 
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and security. It is no longer so. The admonition may still be good advice. but 
tle result no longer can be expected to follow. Not 10 percent, nor 20 percent, 
nor 30 percent of his earnings may now be expected to do the job for him that 
he would have had reason to anticipate a generation ago. 

Although the Social Security Act is hailed by many as a mighty stride forward 
in facilitating the solution of the problem of old-age security, actually the over- 
all problem is greater now than it was before the Act was passed. Even if the 
cost of operating the Social Security System is ignored, an individual does not 
gain enough from it to enable him to build old age security through the sav- 
ings and investment pattern comparable to that which his father could antici- 
ate. 

, Faced with these radically different economie forces, the young man of today 
may resort to any one of several courses of action: One course would be to 
stick to the time-honored pattern of the past and accept the additional sacrifice 
required to attain the goal. If he does so, he must resign himself to setting 
aside from income taxes and savings almost 50 percent of his income through- 
out his productive life. Even if he is covered with Social Security, he must save 
from two to four times as much as his father needed to save in order to enjoy the 
same standard of living after retirement. 

A second course of action is to do nothing at all about the problem and hope 
that by reason of some miracle conditions will change in such a way that the 
problem will disappear. He may, for example, invest his hope in the possibility 
that taxes will be reduced, that interest rates will rise materially, or that 
Social Security benefits will be substantially expanded. 

A third possible course of action is to adopt a policy of speculation with 
savings as a means of building up an adequate capital fund. Successful specula- 
tion is an extremely difficult and time consuming enterprise even for those who 
are best qualified by aptitude, knowledge, and skill to engage in it—and even 
f successful may be very expensive in the time diverted from the individual's 
main occupation. 

Another possible course is to make provision for old-age security through sys- 
tematie purchase of retirement annuities, retirement income contracts, or by 
integration of retirement plans into the life insurance program in such a man- 
ner that cash values can be applied under options at retirement age to assure 
retirement objectives. Because of the terrific pressure of higher taxes com- 
bined with lower interest rates, some application of this annuity principle is the 
only course of action that offers a sure method of building old-age security for 
the vast majority of men today. 

A formal employee retirement plan is a special application of this principle 
that is frequently available to most men. Properly designed it offers benefits to 
the employee that he could not match on his own initiative either by savings or 
ordinary investment or even by purchase of his own retirement policies. 

The maximum effect of the combination of low interest rates and hich taxes 
is not yet fully reflected in the incomes of those who are now retiring, but the 
prospect is for a progressively more intense impact on each successive group 
who approach retirement age. Unless the gravity of the problem can be antici- 
pated and made a matter of general knowledge; unless reasonably adequate pro- 
vision through insurance, annuities, and employee retirement plans are more 
widely used to solve the problem of old-age security in its new setting; then, we 
should prepare to resign ourselves to the prospect of greater and greater pres- 
sures for more and more socialization of our economy. 


71. Parran, Thomas. The consequences of retirement. U. S. A., the magazine of 
American Affairs (New York) v. 1, June 1952: 19-25. 

The Dean of the University of Pittsburgh Graduate School of Public Health 
and former Surgeon General of the United States Public Health Service presents 
the case against compulsory retirement. 

He first attacks the arbitrary age of “65” as having been selected “probably 
because it used to be a ripe old age at which few survived.” The fact is that not 
only do we not know what is the chronological age when a day’s work ceases to 
promote health and well-being and becomes a strain resulting in injury, but we 
cannot tell the effects of differing types of labor on this age. Must a bookkeeper 
and a miner be retired at the same time? Different justifications for arbitrary 
retirement have been found in at least two different groups in society. From 
the company’s viewpoint it is easier to administrate, is impartial, prepares the 
employee’s mind for a specific “target date,” and brings new blood into the com- 
pany leadership. Public opinion has favored it since it increases job opportuni- 
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ties in depressions, appears to promote more efficient production, and gives the 
older worker an excuse for quitting work without suffering the stigma of 
unemployment. 

Experience, however, is proving that the aging worker himself does not wish to 
be arbitrarily forced out of work. Pension payments still represent a deep cut 
in earnings. The feeling of being of no use, having nothing to do, a parasite 
drawing free money results in psychological depression. 

If we are to continue with the idea of a reasonably fixed retirement date, Dr, 
Parran says, we must do certain things: we must revise our social thinking, 
retirement must be made to appear an honorable, desirable goal. Our civic or- 
zanizations must prepare housing, recreation, and organizations to care for the 
retired. Our labor force must produce enough more to pay for this large segment 
of the population living on pensions. Yet such steps may not solve the question. 
According to the author, “wise social policy seems to point toward the abandon- 
ment of 65 for compulsory retirement, and the substitution of a system of volun- 
tary retirement within a wide range, perhaps from 60 to 70.” Of one thing, we 
can be sure, he says, the pressure for a solution is growing each day, and we must 
agyressively reach a conclusion before the problem overwhelms us. 


72. Parran, Thomas. Must you retire at 65? Collier’s (New York v. 129, May 24, 
1952: 15, 73-77. 

Scientific thinking is amazed at how little we really know about the whole prob- 
lem of whether there should be a fixed age for retirement and, if so, what that 
age should be. It is obvious that the age of 65 as a working limit was pulled 
out of a hat. In America’s 1952 working force, are about 3 million people aged 
65 and over. Universal retirement at 65 would not only remove these three mi!- 
lion from the working force, but it would cut national income by about $9 mil- 
lion. It seems likeiy that at least half that number have been prematurely re- 
tired and that our economy is losing an earning capacity of $5 billion a year as 
a result. Science has a neglected task here. We have not established “norms” 
that will show the effects of job stresses upon the health of workers at a given 
age, the age ranges where they apply, and the point when they pass from a 
health stimulus to a health menace. 

Sample data on persons retiring under the Federal old-age and survivors 
insurance system showed that many people die in the first year of retirement 
but that the rate begins to decline after the first year of leisure. But similar 
data covering railroad workers—who have the added protection of disability 
insurance—shows that persons retiring in the age group 60 to 64 had fewer 
deaths in the first year than general expectancy, and the 65-69 group had 
only a slightly higher ratio of deaths. We can conclude that the high death 
rate in the first year of retirement under Social Security is due not to retire- 
ment itself but to the fact that persons in ill health cling to their work until 
the pension age is reached. 

Earning capacity is important to health in two vital respects: medical care 
and proper nutrition. Retirement sharply reduces the income of the worker 
and his dependents, cutting down his purchasing power for both. Usually, too, 
it removes him from the group medical and hospitalization insurance that 
covered him while he was employed. If we believe that wages for work are the 
best economic support for those older citizens who can work, we must relate 
the problem back to individuals and the jobs they can do. We can study the 
individual’s health record “longitudinally,” understanding that the effects of 
early diseases are cumulative, and that preventive techniques applied at earlier 
ages may reduce the incidence of physical incapacity because of age, which is 
costly to the individual, to his family, and to society. 

The eventual goal is a score card of man against his job. We must learn to 
know them both far more intimately than we do today. We must be able to 
judge what each type of employment demands and what each individual, at 
stated periods in his life from youth to age, is capable of putting forth, with 
benefit to his health and sense of well-being, in meeting the demands of his 
job. The point of it all, as we now see it, is flexibility in thought and action. 
That is why we should not, at this time and with our present knowledge, put our 
working lifes into deep freeze at sixty-five. 


73. Pension plans in British industry. Labor and industry in Britain. (New 
York) Sept. 1950: 120-24. 

The 1946 National Insurance Act amended the 1926 Act to extend retirement 

pension coverage to every person of working age (except married women not 

gainfully employed) and to increase the amount of benefits from 10 to 26 shillings 
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a week at age 65. To encourage pensioners to stay at work after 65, 1 shilling 
a week is added to the pension for every additional 25 contributions paid. Full 
retirement is paid at 70 (65 for women) whether working or not. If a pension is 
taken at 65, even though continuing work, the amount is reduced by any sum 
over 20 shillings earned weekly (not reduced upon reaching 70). Those not 
having paid enough contributions and those whose special needs are not met by 
their insurance are not fully covered. At present 600,000 of the 2 million receiv- 
ing a national pension have to have their incomes supplemented under the Na- 
tional Assistance Scheme, financed out of tax receipts. 

Privately financed pension plans in industry also exist and are treated sepa- 
rately from social security pensions. The number of such plans has grown in 
the present century and coverage has been extended from 814,000 employees in 
1936 to 2 or 2% million at present. Such plans have found favor as a means of 
improving industrial relations, increasing efficiency and reducing labor turn-over. 
Also, younger workers are given a greater opportunity for advancement by replac- 
ing older workers who can retire in security. A pension scheme is a businesslike 
procedure whereby assets can be laid up to meet future liabilities, and in which 
employees can share. Retirement age is usually 65 for men and 60 for women, 
but provision is made for longer service if desired and also for adjustment of 
pensions if a shorter period of time is served because of ill health. 

Approved privately administered plans are exempt from income tax on the 
investments, and both employer and employee contributions are deductible in 
their tax returns. However, a tax may be required on any refund of contribu- 
tions, and pensions are subject to tax. To be approved for tax exemption (1) the 
fund must be established under an irrevocable trust; (2) the main object of the 
fund must be the provision of annuities to employees or dependents; (3) the 
employer must be a contributor to the fund; (4) the fund must be recognized by 
the employer and the employee. 

Privately administered plans are preferred by many firms to plans administered 
through an Insurance Office because of the income tax exemption. Other 
advantages are their elasticity and adaptability, and elimination of commercial 
profit and of outside administrative costs. Private schemes have not had to be 
revised to any great extent by the introduction of national insurance. Scaling 
down contributions and benefits had been provided for in most private plans, or 
where not permissible under a Trust, the Minister of National Insurance may 
approve such modifications. 


74. Peterson, Robert L. Economics and gerontology. Current economic com- 
ment (Urbana) vy. 14, May 1952: 3-10. 

The author presents the thesis in this article that the majority of the causes 
for unhappiness in old age stem from economic factors. For this reason, he 
points out, the problems of old age are as much the obligation of the economist 
as they are of the doctor, the social worker, the housing expert, or any other of 
the specialists in the social sciences. He bases his case on the following: 

Statistics indicate conclusively that a majority of the population reach old age 
economically unprepared for their remaining years. This economic unprepared- 
ness is the cause of much of the unhappiness of old age. Our economy is not 
providing work opportunities for the majority of the older people who want to— 
and present employment practices are depriving our economy of large numbers of 
workers who are still productive and eager to be utilized. 

What must the economist and the businessman do about this? The author 
says that they must emphasize the wisdom and urgency of economic planning 
for later years to the youth of school age. They must remove age barriers which 
now discriminate against employment. They must sponsor further research into 
the productivity of older people in various types of work. They must fight against 
involuntary retirement. And they must devise a means of determining retire- 
ment at a biological rather than a chronological age. 


75. Pogge,O.C. After fifteen years: a report on old-age and survivors insurance. 
Social Security bulletin (Washington) v. 15, Jan. 1952: 3-14. 

The Director of the Bureau of Old-Age and Survivors Insurance presents here 
a broad review of the program from its inception up through the end of 1951. 
Noting that by this time OASI has reached a point where 77 percent of all workers 
in civilian paid employment are covered by one of the retirement systems, a 
level of protection where three out of every four mothers and children in the 
United States may receive survivor benefits if the breadwinner should die, he 
poses the questions: How did the program reach this size? How is it admin- 
istered so that it can function effectively and with the minimum cost? 
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The author answers by tracing the history of OASI through six periods which 
he characterizes as: Laying the Groundwork (1935-36), Getting Into Operation 
(1937-39) , Growing Up—First Major Program Changes (1939-41), The War Years 
(1941446), Postwar Readjustment (1946-50), and The Program Comes of Age 
(1950-51). Having described OASI’s past in considerable detail, he finds four 
challenges facing it in the future. The first is the challenge of administration. 
He believes the attainment of efficient, courteous, and enlightened service de- 
pends primarily on the personnel which operate the system—particularly those 
at the level of individual contact with the insured. Supporting these must be a 
well-organized administration, operating with the most efficient of the modern 
electronic tabulating machines—an area which he hopes to see expanded. 

The second challenge the program faces is that of “benefit adequacy.” Surveys 
have shown that only about one out of five beneficiary couples have as much 
as $600 annual income beyond their insurance benefits. One-third of the aged 
couples depend entirely on these payments. The need for adjusting the benefits 
to align them with the rising cost of living is acute. 

A third challenge is that of coverage. Not only is the trend toward universal 
coverage found to be desirable, but a more immediate need is to make adjust- 
ment for the continual movement of Federal employees, members of the Armed 
Forces, railroad employees, and local government workers who go from separate 
publie retirement plans into the old-age program losing heavily in the exchange. 
The area of rehabilitation funds for disabled workers should likewise be explored. 

The author believes the final problem to be faced is “The Challenge of the Aging 
Population.” He feels that the program should look beyond the point of “keeping 
them alive” and consider the question, “keeping them alive for what?” Noting 
the fact that the well-being of the aged may be increased by continued employ- 
ment, the age of compulsory retirement or initial benefits should be explored. 
Likewise greater planning for the whole problem of the aged is demanded, and 
he suggests that the Bureau of Old-Age and Survivors Insurance—already deal- 
ing with the problem—shares the general concern for the “total needs of the 
aged.” 


76. Princeton University. Department of Economics and Social Institutions. 
Industrial Relations Section. Retirement procedures under compulsory 
and flexible retirement policies, by Helen Baker. Princeton, N. J., 1952. 
65 p. (Research report series, no. 86). 

This is a detailed study of the subject as described in the title, based on the 
experience and conclusions of 14 companies in 6 major industries. The text is 
divided into six chapters: an Introduction; Compulsory retirement at normal 
retirement age; Flexible retirement beyond normal retirement age; Early retire- 
ment; Helping employees adjust to retirement; and a Summary and conclusions. 

Among the findings revealed were the following: Notwithstanding that most 
popular and academic writers are strongly against compulsory retirement, the 
companies who have had such a program over a substantial period of time believe 
it to be essential to the well-being of the organization and the older worker. 
With the exception of the routine check as to choice of dependency option 5 years 
prior to the normal retirement date and a routine interview at the closing of 
accounts, none of the companies had established procedures for pre- or post- 
retirement counseling. The study found that none of the companies had any 
actual proof of the effects of compulsory or optional retirement on the total 
efficiency of their operations. The most hopeful aspect of the findings lay in the 
extensive interest shown by management in developing retirement procedures 
which would genuinely benefit both the company and the community—and a 
willingness by the companies to experiment. Management has a stake in defining 
the problem of old-age security, in working out a national solution, and espe- 
cially in differentiating between individual company planning and national 
planning. The study concludes that from industry’s point of view, two attacks 
on the problem of retirement are open: the company should give its older 
workers as much prestige, satisfaction, and income as possible within its 
financial capacity, and it should begin to analyze its own experience in the field 
so that it may understand the possible effect of changes in employment and 
retirement policies on the company’s efficiency and operations. 


77. Ross, Arthur M. The new industrial pensions. Review of economics and 
statistics (Cambridge, Mass.) v. 32, May 1950: 133-38. 
There are some advantages to management and to unions in private pension 
plans. To management, they promise reduced labor turn-over ; they give workers 
an interest in the survival of the employing enterprise (however, it is not clear 
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that such interest has much effect upon employee behavior) ; they tend to make 
labor organizations become more conservative; and they are cheap. To unions, 
pensions are a source of institutional security; credit is gained by delivering 
benefits through collective bargaining; joint administration of pensions offers 
labor organizations a new role in our economic life; workers will rely more upon 
the union in securing settlement of benefits, the power of the union which is party 
to an agreement will be strengthened ; and the labor leader familiar with pension 
administration will be more indispensable. 

On the other hand, industrial pensions are not so advantageous to employees 
and cannot be depended upon for old-age security. Their major deficiencies 
are (1) Limited coverage; (2) The problem of guaranties, which depend on 
the ability of a company to continue making payments into the fund through 
profitable operation; (3) Loss of benefit rights through labor turn-over so that 
only a small minority of workers enjoy full pensions because of loss of benefit 
rights upon separation from a place of employment; (4) Immobilization of 
the labor force because of the reluctance to forfeit pension rights by workers 
who should be free to move from place to place and from one employment to 
another in order to make personal adjustments and to allow a better use of the 
labor force. Other draw-backs are that smalier employing units will be bur- 
dened financially more than larger ones; multiplicity of bargaining units, where 
they exist, will make negotiations more complex; and employment of older 
workers will be discouraged. 

As for the Federal old-age and survivors insurance program there should be 
universal coverage; all existing public retirement systems should be amalga- 
mated; benefits should be raised to adequate levels; pension levels should be 
raised periodically as real incomes advance; and pensions should not be re- 
duced for any reasons as long as the minimum eligibility requirement is met. 


78. Russell, W. L. Adjusting the pension plan to new conditions. Management 
record (New York) v. 15, no. 5, May 1952 : 207-208. 

This discussion was a part of round-table conference on “Pension Problems 
in a Defense Economy” held at the 328th meeting of the National Industrial 
Conference Board at the Waldorf Astoria Hotel in New York City on January 
24, 1952. 

Mr. Russell limits his discussion to two major considerations in adjusting 
pension plans. He states that first one must decide upon the benefit formula— 
whether it is to be based solely upon length of service, upon employee earnings 
over a period of employment, or upon final earnings; or whether the employer’s 
cost and the pensions provided shall be measured in specific cents per hour, as 
in some current plans. Then one must decide whether the plan should be con- 
tributory or noncontributory. Also there is the problem of funding—whether 
you will fund or whether you will have a pay-as-you-go plan. You must also 
consider the rules of eligibility in the waiting period. It must be taken into 
consideration whether the total benefits shall include social security or whether 
the pension shall be in addition to social security. Then there is the problem 
of the retirement date, whether it shall be an inflexible normal retirement date 
or with some extended retirement date. 

After establishing these criteria for adjusting a pension plan to new condi- 
tions, Mr. Russell does not attempt to discuss them all, pro and con, but rather 
uses a case study of the National Cash Register Co. for an example. 


79. Schwartz, Edward L. Employer initiative in pension programs. Harvard 
business review (Boston) v. 23, May 1950: 59-70. 

The increasing fear of insecurity in old age can be traced to the following 
factors: (1) the average span of life is longer, (2) the number of older people 
is increasing, (3) people are now more dependent on others for wages, and (4) 
the possibility of family care has decreased. Three means of support remain 
available—savings, charity, or retirement benefits. Taxes, the high cost of 
living, unusual expenses, and loss of income have made saving difficult. 
Charity is ineffective, unscientific, costly, and wasteful. Thus the drive for pen- 
sions has been given impetus by the urgency for a means of security. What 
parts should Federal old-age insurance and private pensions play? 

Supplanting industrial-pension programs completely by Federal old-age insur- 
ance benefits is not desirable. The Federal program for a long time to come 
will not meet the “subsistence” requirements of workers, nor does it sufficiently 
take into account accustomed standards of living. Federal benefits should be 
merely the “floor” of security. The private pension issue cannot be eliminated 
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by asserting that a plan is too costly or not feasible. To meet the union demands 
an employer must make advance preparation. 

Moreover, private pension systems cannot provide indiscriminate coverage, if 
they are to be sound. Such a “social obligation” is the responsibility of the 
Federal Government, as recognized in the Social Security program. The attitude 
of the unions that private pension plans are merely “stopgaps” until everyone is 
protected by adequate old-age security benefits means that private plans will 
continue to be supplementary to Federal benefits, since “adequate” Social Se- 
curity payments can probably never be provided. Economically, pensions help 
eliminate superannuated workers, decrease labor turn-over, attract better work- 
ers, and generally improve industrial relations. 

Unions are “rendering a disservice” by stressing that proposed plans cost 
so many cents an hour, for such figures are only estimates. It takes many years 
of actual operation under a pension plan before the maximum continuing pension 
liability can be accurately gauged and fixed. But on the national level, the 
labor unions are to be congratulated for their contribution to the problem of the 
aged. It is now up to management to help in the solution before unsound pen- 
sions and programs adversely affect the economy. It is suggested that “eco- 
nomic laboratories” be set up to study the issues. An over-all policy on problems 
of the aged is needed, and some suggestions for furthering a national policy are: 
(1) The legis!atures should work out the respective roles to be played by Social 
Security and private plans. (2) Minimum standards should be laid down for 
private pension plans as to funding, vesting of benefits, ete. (3) The tax, labor 
and Social Security laws should be reexamined and integrated as far as purpose 
and objective are concerned. (4) A congressional committee should review 
the pension drive and work out a definite policy. Better still, a master committee 
with representatives from all parties concerned should study the situation as a 
whole. “It must be realized that the demand for pensions is but one aspect of 
the problem of the aged,” and therefore pensions should be studied as part of 
the whole program. 


80. Slichter, Sumner H. The problem of old age security. Commercial and 
financial chronicle (New York) March 23, 1950: 8, 40-42. 

The author describes the Advisory Council on Social Security established by 
the Eightieth Congress (to include representatives of business, labor, industry, 
and the public) which reached three basic conclusions : that old-age and survivors 
insurance with benefits related to prior earnings and awarded without a means 
test, should be the foundation of the country’s system of old-age security; that 
the present Act fails to perform that job; and that its failure to do so is easily 
remediable. 

Following an outline of the Council’s recommendations (which applied mainly 
to the system prior to the 1950 amendments) he maintains that it is time to 
adopt the view that the Federal pension plan should be so close to adequate that 
only moderate supplementation by private plans or public assistance will be 
necessary. Back in 1935, when a bare minimum of security was the goal (to be 
supplemented in various ways) we did not understand the disadvantages of pri- 
vate plans or the problems old-age assistance would develop. And since pensions 
are customarily much less than earnings, individual thrift will always be 
necessary. 

Costs of a more adequate system of old-age and survivors insurance can be 
reduced by encouraging employers not to retire workers too soon, Actually 
the problem of old-age security is as much one of earlier retirement as it is of 
an aging population. In 1890, 68.2 percent of white males were working, but by 
1940 the percentage had dropped to 42.2 percent. This drop is the result of lay- 
offs by employers rather than of voluntary retirement. In 1940, for example, 
rural populations showed 69.3 percent of males from 65 to 74 (31.5 percent 
over 75) in the labor force, while urban groups showed only 46.9 percent of 
males in the same age group (15 percent over 75) were working. Many large 
companies have compulsory retirement at the age of 65. 

Earlier and earlier retirement are bad for the workers in most cases, not only 
because it reduces their income but because it makes them “has beens.” Such 
retirements are bad for the country because they deprive the community of 
production. The 2.8 million workers 65 and over today produce an output valued 
at $10 billion a year. For these reasons the Council recommended that a com- 
mission be appointed to study the broad problems of the aged. Meanwhile im- 
mediate steps should be taken to help workers remain on the job after 65 and 
incentive legislation for this purpose should be considered—perhaps a rebate of 
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one-third of the saving to the pension fund for workers retained beyond retire- 
ment age. Employers should be encouraged not only to hold old men but to 
hire more of those older workers who are thrown on the market by firms going 
out of business. Such a program would, of course, not completely solve the 
problem but it would reduce its seriousness, open new hopes for workers, reduce 
the cost of pensions, and increase the productivity of the economy, thus helping 
to pay for the security costs. 


81. Strong, J. V. Pattern of pension plans; effects of union negotiated plans on 
scope. Trusts and estate (New York) March 1952, v. 91: 198-200. 

The author examines the characteristics of the three types of union nego- 
tiated plans (company-wide, area-wide, and industry-wide) in an attempt to 
determine their effect on pension plans in general. 

In regard to eligibility requirements, the author believes that the lack of a 
waiting period for participation in most union plans will result in liberalization 
of the eligibility requirements in nonunion plans. For example, the “years of 
servee” or “age requirement” may be reduced or eliminated. 

In the case of benefit formulas, unions have preferred the flat benefit amount 
as a minimum benefit, with additional benefits geared to earnings and service. 
This has already affected nonunion plans, in that many employers have adopted 
such a formula for their salaried employees with earnings under $3,600 per year 
in order to avoid different types of pension plan formulas for salaried and wage 
employees. 

Collective bargaining, according to the author, has given new impetus to the 
propositions that: (1) lack of vesting provisions restricts the mobility of labor, 
and (2) employer’s contributions to a pension plan are deferred wages. 

The author states that both employers and unions appear to agree that a 
pension benefit together with Social Security should amount to about 40 to 50 
percent of the employee's final compensation. Two methods are use to compute 
the benefit: (1) career average plan which is based on 14 percent of each year’s 
pay for each year of service at retirement; (2) 114 percent of the employee’s 
average pay during the last 5 or 10 years of employment multiplied by his years 
of credited service at retirement. 

The author points to two reasons why the majority of negotiated plans are 
noncontributory: (1) employers are anxious to secure 100 percent participation 
to avoid future pension problems; (2) employers’ countributions, unlike the em- 
ployee’s, are not taxable. 

In regard to retirement age, while many unions are opposed to a fixed retire- 
ment age, other unions advocate a sliding scale on retirement ages. 

The author concludes with a summary of trends in pension plans: (1) a grad- 
ual spreading of area-wide and industry-wide plans; (2) greater interest in 
vested benefits; (8) shorter waiting periods for participation; (4) spread of 
plans to smaller organizations; (5) pressure for higher benefits; (6) increased 
cost of pension plans. 


82. Stryker, Perrin. How to retire executives. Fortune (Chicago) v. 45, June 
1952: 110-11, 174 plus. 

Discussions of proper policy with regard to retirement of executives frequently 
overlook the fact that basically the major pro and con arguments on compulsory 
retirement apply to managers as well as to workers. In fact, the author suggests, 
that one aging manager can, for example, represent a greater economic loss than 
scores of inefficient old employees. Psychologically the decision to retire is 
more complex for management which, in effect, must decide its own retirement 
against a status background which encouraged it to identify its success with the 
corporation’s, in spite of evidence that “those who die in the saddle may well 
kill the horse.” 

Management has been slow to face these facts. Until recently pension ceilings 
were relatively low because (1) it was assumed they could provide for their own 
retirement; (2) maximums cut costs of pension plans; and (3) such limits were 
considered sound public relations. The assumption that few top executives work 
primarily for money is being challenged with the realization that inflation, taxes 
and the ability to save affect the retirement inome of executives as well as those 
of workers. The trend has been toward increasing retirement income by raising 
ceilings, or increasing income in other ways notably with stock options, annui- 
ties, and deferred compensation plans. 

Many companies, particularly small ones, have side-stepped the obstacle of 
increasing pensions for executives one of three ways: (1) by compulsory retire- 
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ment; (2) by keeping them on the job; or (3) by retiring them and then im- 
mediately rehiring them. A modification of the retire-rehire is the plan developed 
for New York’s National City Bank which sets an arbitrary retirement age for 
executives, although employees are not subject to compulsory retirement. But 
for executives the retire-rehire system is used to retain the experience ani 
knowledge of certain executives, often on a consultant basis. The decision on 
rebiring is made by a retirement committee which decides on the basis of explicit 
rules; the two main ones being (1) that the corporation actually needs the execu- 
tive’s services and (2) that he is able and willing to perform them. 

The prime problem is that few executives ever seem willing to stop. Retire. 
ment counseling, the practice of giving them long vacations or leaves while their 
successors take over; or of holding them responsible for training their successors, 
have been tried. But so far only one company—Wm. Wrigley Jr. Co.—has a 
system which promises to solve most retirement difficulties through a “weaning 
process” which is financial as well as psychological. It provides at age 65 for a 
graduated plan which goes downward on wages and upward on pensions for 
each year thereafter. Thus, from the economic standpoint, the workers know that 
the longer they work the less their annual pay will be but the larger their final 
pension. At the same time each year brings a longer period away from work 
(1 month for the first, 2 months for the second, etc.) so that psychological adjust- 
ments to full retirement can be made gradually. This plan, too, uses a retire- 
ment committee decision at age 65, especially because it makes men conscious of 
the fact that they are responsible for their own futures. 

The author uses the method throughout the article of illustrating his points 
from a variety of specific plans. 


83. Stryker, Perrin. When should workers retire? Fortune (New York) v. 46, 
Sept. 1952 : 110-12, 156-62. 

The author notes that after many years of pressure to bring about compulsory 
retirement at 65, public opinion is reversing itself and is now tending toward 
voluntary or disability retirement. Considerable impetus for this was given by 
the 1950 National Conference on Aging where the keynote, in President Truman's 
words, was “find ways whereby more older persons can continue to work at 
their regular jobs if they want to.” 

Management and labor have both reversed their positions. Originally, man- 
agement adopted pension plans as a means of improving efficiency, primarily 
by removing older, slower workers, by speeding up promotions, and by reducing 
turn-over. Pensions were considered good public relations as well. The unions, 
on their part, have sought and secured pensions as a means of improving the 
worker's job security. Now, however, management is finding that it needs a 
larger work force, and that it is uneconomic to retire skilled workers who though 
aging are still productive. The unions are worrying about the psychological 
effect on the discharged worker and declaring that compulsory retirement is 
undemocratic. 

The author suggests several alternatives to compulsory retirement, the first 
being the “selective system.” Examples of this are the programs of Eastman 
Kodak, Taylor Instrument Co., Cleveland Twist Drill, ete., which he describes. 
These programs either give the worker a chance to retire if he wishes, or permit 
the company to determine his efficiency by a board of review which determines 
his capacity for continued employment. A second standard is that of “dis- 
ability’—especially desired by the unions. In these, pensions can be initiated 
well before 65 if need be, or the worker can continue well afterward if his 
health and job permit it. Medical screening, managed jointly by company and 
union, would be used to determine who should be retired. 

A modification of this is the combination of gradual retirement and reassign- 
ment. Here workers are moved around within the plant in relation to their 
physical abilities, and “tapering off” schedules are designed—a reduction either 
in the difficulty of the work or in hours worked per week. The author appears 
to recommend this form of retirement, and describes the techniques in con- 
siderable detail, illustrating its effectiveness by descriptions of successful pro- 
grams of this type now being conducted in private industry. 


84. Tuckman, Jacob, and Irving Lorge. Retirement practices in business and 
industry. Journal of gerontology (St. Louis), v. 7, Jan. 1952: 77-86. 

This article describes the results of a questionnaire on the retirement practices 

of 74 of the Nation's largest corporations. The 19-question survey was divided 

into three areas: pensions, psychologic reactions of older workers, and informa- 
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tion on the type and extent of assistance given by the corporations to employees 
facing retirement. The replies showed that all of the corporations had pension 
plans in force. Of these, 46 percent had noncontributory plans, 53 percent had 
plans in which the employee contributes, and 1 percent had both types. 

Numerous details of pension practice and experience were revealed, among 
them: 36 percent of the corporations have set optional retirement at 60, 23 per- 
cent at 65, and 21 percent at 55. The majority have set compulsory retirement 
at 65. Seventy percent of the plans are tied in with Social Security. Thirty- 
seven percent of the companies have special programs preparing employees for 
retirement, against 59 percent who do not. These programs reveal, however, 
considerable difference in purpose. Many emphasize financial preparation, 
insurance, hospitalization, and surgical benefits. Fewer discuss health, leisure 
time, and revenue-producing activities. Very few consider housing, family 
relationships, or community status. 


85. Von Mises, Ludwig. Economic aspects of the pension problem. Commercial 
and financial chronicle (New York), Feb. 23, 1950: 1, 22. 

The view that the worker is getting something for nothing, something beyond 
salary and wages, when he is granted a pension is fallacious. The employer in 
employing a worker takes into consideration the value of the services rendered 
compared with the value of the product produced. Therefore the incidence of all 
“social gains” falls on the wage earner. The tendency to full employment under 
conditions of a free labor market disappears when laws or labor unions fix rates 
at a level higher than the return on the product produced. The amount for 
pensions is provided in lieu of increased take-home wages and it does not matter 
to the employer whether the employee does or does not contribute to the fund. 
But in accepting a pension the worker’s freedom to use his total income as he 
sees fit is restricted and his current consumption is cut down in order to provide 
for his old age. 

The result of recent inflationary policies is a reduction in the purchasing power 
of the monetary unit. The social security aimed for in providing pensions to be 
paid in the future withers away with the drop in the purchasing power of the 
dollar. Deferred payments have to be stipulated in terms of money, and deficit 
spending with its attendant shrinkage of money's purchasing power, frustrates 
all kinds of savings, social security benefits, and pensions. 

American workers are deluded by the fallacies of the “new economics” which 
ignores the role of capital accumulation. American labor as well as management 
is faced with the problems of capital maintenance and the accumulation of new 
capital. The wage earners’ fate depends upon the growth of enterprises. The 
reason that wage rates are higher in the United States than elsewhere is because 
the amount of capital invested in each worker is higher. Pension plans give 
workers an unfounded feeling of security, but the workers should be worried 
about the maintenance and increase of invested capital for the preservation of 
“the American way of life.’ The man who provides his own old age security, 
either through savings or insurance, is apt to be more aware of the economic 
problems of the country than the man who accepts a stipulated pension. To 
prosper a nation must have members who are aware of the fact that their con- 
dition can be improved only through increased production brought about by 
increased saving and capital accumulation. 


86. Waite, J. N. Retiring age and economics; the need for revising super- 
annuation schemes. Electrical review (London) v. 6, Feb. 15, 1952: 
326-28. 

[This article is a discussion of the present British experience with retirement 
plans and an early, arbitrary retirement age. ] 

There now appears to be general agreement that adequate pensions should 
be available to all who are no longer able to work to support themselves. To 
implement fully this desirable end means that the national and private ex- 
penditure to provide adequate pensions for all will be much greater than at 
present. 

Striking confirmation of the rise in the cost of pensions is provided by the 
fact that all the old superannuation schemes have been insolvent for many 
years and eventually will not be able to meet their liabilities unless the con- 
tributions to them are increased materially. In general, the old schemes were 
based on the average expectation of life at the time they were launched and 
on the expectation of salary and wage rates retaining the then existing levels. 
The total contribution from earnings was 10 percent (5 percent from the em- 
ployee and 5 percent from the employer). 
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In the schemes being launched at the present time the total contribution from 
earnings has been fixed at 15 percent so that the cost of providing the same 
relative value of pension has risen by 50 percent. The three main factors con- 
tributing to this increase are: (a) Decrease of the yield of trustee stocks in 
which the funds are invested, (b) The large rise in the rate of salaries and 
Wages over the span of working years, and (c) Increased expectation of life, 
i. e., pensioners are living much longer than was the case when the original 
actuarial calculations were made. 

Up to the present it has been accepted that 65 years of age is a proper age 
for compulsory retirement. It may be pointed out that if that was a proper 
age, say, 50 years ago, with the expectancy of life advanced by 20 years it is 
no longer so. In the older superannuation schemes the maximum pension was 
settled at two-thirds of the average salary of the 5 years preceding retirement. 
In the modern schemes the maximum pension is half the salary preceding retire- 
ment, plus a lump sum. The financial effect approximates usually to nearly 
two-thirds of the salary. It thus seems that there is a consensus of opinion 
that a reasonable provision for old age lies between half and two-thirds of the 
salary at retirement. The National Health Scheme pension gives a value far 
below this, and it is expected that the movement towards an adequate old 
age pension will persist until the great majority are properly provided for. 

It appears quite certain that the burden of making proper provision for old 
age is going to increase enormously and the main factor which will regulate the 
size of the burden is the age of retirement. It appears that, as the provision 
for old age must be made during the span of working years, the only practical! 
way of keeping the burden from becoming unduly heavy is to advance the age 
of retirement to be consonant with the advance of the expectation of life. It 
cannot be too strongly emphasized that the whole of the financial burden of 
pensions has to be provided from production and, therefore, in the long run, 
it is relatively unimportant what proportion is provided respectively by taxation, 
by deduction from earnings, or by employers. One way of increasing total 
production is to increase the span of working years and it is quite time the 
country discarded procedures no longer suitable for the altered conditions. 


87. Weinberg, A. A. Significant trends in pension planning for public employees. 
Public personnel review (Chicago) April 1950: 78-91. 


The motive for the establishment of a pension plan has altogether changed 
from one of a paternalistic nature to a desire for a more efficient and stabilized 
personnel relationship. The removal of aged and disabled workers is facilitated, 
more competent workers are attracted to the service and remain more willingly, 
and the work is more efficiently and satisfactorily performed. The extent of 
coverage has increased over the years to include temporary, provisional, and 
part-time workers, and persons holding elective and appointive positions, the 
latter usually on an optional basis. Credit for services performed prior to 
establishment of a plan is increasingly becoming an accepted practice among 
governmental units. Provisions for disability and death benefits are now con- 
sidered as important as superannuation annuities in retirement plans. Present 
indications are that provisions for benefits for disability, occupational or non- 
occupational, and benefits for dependents will be adopted in an increasing num- 
ber of governmental plans. A provision that has become standard grants an 
employee the privilege of withdrawing his contributions if he leaves his job 
prior to obtaining retirement rights. Qualifications for retirement are based on 
age and length of service, although the age factor should govern. 

The current trend is toward lowering the retirement age, but such action 
imposes an additional financial burden on the governmental unit as the employer. 
The provision for compulsory retirement has its advantages and disadvantages. 
It is advantageous in that workers who are no longer fit for productive employ- 
ment may be eliminated, promotions are facilitated, and payroll cost reduced. 
It is disadvantageous in that employees who are able to work and who possess 
special skills and talents are forced to leave, causing a loss of valuable services. 

The method of financing retirement plans may be on a full-funded basis or an 
actuarial reserve basis. There is merit in the view that full-funded reserves 
are not necessary in a public employees’ retirement system, since the govern- 
mental unit has a perpetual life and is not subject to the fluctuations in economic 
conditions that affect the financial status of private industry. The minimum 
amount of reserve, however, should include full reserves for all matured pen- 
sions and also amounts of the accumulated contributions made by employees 
still in active service. The policy of having employees contribute to pension 
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funds engenders a feeling of confidence and greater interest on the part of the 
employee who participates in the plan. The problem of financing increases of 
pensions to meet inflationary conditions raises questions as to the method of 
providing funds for such a purpose. The method of financing increases through 
S] ecial allocations or appropriations is satisfactory and does not directly affect 
the financial structure of the retirement system. 

State-wide retirement plans for small local governmental units have developed 
within the past 28 years. Such plans insure uniformity and standardization 
of rates of benefit, amount of contribution and qualifying conditions, promote 
continuity of coverage, and result in improved efficiency and economy. 


SS. Wentworth, Edna C. Resources of aged insurance beneficiaries ; 1951 national 
survey. Social security bulletin (Washington) v. 15, August 1952: 3-6. 
Almost two-thirds of the old persons who regularly receive old-age and sur- 
vivors insurance benelits have little or no other independent money retirement 
income. ‘This conclusion is based on a Nation-wide survey conducted by the 
Bureau of Old-Age and Survivors Insurance at the end of 1951. 

The schedule for the survey was planned to obtain information on the amount 
and sources of income that the beneticiaries received during the year preceding 
the interview; their assets and liabiliities, including the atmount of assets used 
or debts incurred for living during the year; noncash income and publie assist- 
anee received; and family composition. living arrangements, and number of 
persons dependent on the bencficiary. Facts were also obtained as to the size 
o. the city in which the beneficiaries lived; life, accident, and sickness insurance 
carried; number of weeks in bed at home or in the hospital during the survey 
year; the reasons for the retirement of the old-age beneficiaries ; and their post- 
entitlement employment and earnings. About 18,000 aged beneticiaries, represent- 
ing nearly 1 percent of the 244 million old-age and aged-widow beneficiaries on 
the rolls at the end of 1950, were interviewed. 

Results revealed that only a small proportion of the men and women aged 
65 and over could have lived on the independent money retirement income they 
had in addition to their insurance benefits. If they had not received the benefits, 
almost two-thirds of the beneficiary groups (that is, single old-age or aged- 
widow beneficiaries, and couples comprised of the old-age beneficiary and 
spouse) would have had nothing or less than $75 per person for the entire year— 
less than $75 for a single person and less than $150 for a couple. Only 1 in 
every 8 beneficiary groups would have had monthly retirement incomes of $50 
or more per person. 

Although one-sixth of all old-age and aged-widow beneficiaries received em- 
ploye or union pensions, this pension income in most instances amounted to 
less than $50 a month per person. Only 6 percent of all beneficiary groups 
received as much as $50 a month per person from this source. Even when old- 
age and survivors insurance benefits are added to their other independent money 
retirement income, as many as 6 out of every 10 of the single beneficiaries and 
couples had less than $50 a month per person. 

Because their retirement incomes were inadequate even though they received 
benefits each month of the year, beneficiaries often had to find other means of 
support. When they were able, beneficiaries usually went back to work. For 
most of these persons, work was probably only an occasional source of income. 
Almost 3 in every 10 old-age or aged-widow beneficiaries who had income from 
employment earned less than $150 during the entire year; two-thirds earned 
less than $600. The earnings of only 7 percent amounted to $600 or more. 

About 46 percent of all single beneficiaries and couples owned their own 
homes, but some homes were mortgaged. A few beneficiaries had other real 
estate, a farm, or investments in an owned business. A majority, however, had 
little or nothing in liquid assets such as cash, bank deposits, and stocks and 
bonds. About 3 out of 5 had either nothing or less than $500 per person in 
liquid assets. 

The survey findings make it clear beyond reasonable doubt that for a large 
majority of beneficiaries the monthly benefit check, even though it may be a 
small amount, is a critical item of income. These payments make it possible for 
many beneficiaries to remain economically independent. 

89. Woodbury, Clarence. What you should know about pensions. American 
magazine, (New York) v. 151, June 1951: 80-31, 115-119. 

Americans of all ages have become vastly more pension-minded than ever 
hefore, and millions of people in the 20’s, 30’s, and 40’s are just as preoccupied 
With old-age incomes as workers in the 50's and 60’s. This fact is dramatically 
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illustrated when one considers the statistics; before 1980, according to the 
3ureau of Internal Revenue, there were only 105 industrial pension plans in 
operation in America. Today the Bureau recognizes 13,000 funded plans i) 
its tax-exempt rulings, covering over 7,000,000 workers. Millions of other em 
ployees are covered by different classes and types of funds. 

The author notes that the great majority of recognized plans are funded 
plans (that simply means they are programs under which a reserve of capita 
is built up over the years to meet pension costs as they accrue), and that funded 
plans may be classified as (1) Trust-fund pension plans, (2) Group and individ 
ual annuity plans, (3) Profit-sharing pension plans, and (4) Combination pensio1 
plans. 

After discussing the things to be looked for in a good pension plan, the author 
explains the reasoning behind the actuarial contention that every dollar whic! 
a retired worker receives is worth $13.30 received in wages or salary. It is 
figured this way: A retired person’s income is no longer subject to numerous 
payroll deductions ; he does not have to pay income tax on social-security benefits ; 
and his redneed income puts him in a lower income tax bracket; chances are 
that the home has been paid off; the children have usually become self-support 
ing; and, in general, he has passed the peak of his expenses. 

The American Telephone and Telegraph plan is discussed at length as an 
example of the trust-fund pension plan. The author chose the General Foods 
plan as an excellent example of the group annuity plan, and the Sears, Roebuck 
& Co. plan as the most successful profit-sharing plan. 

This article is concluded with the thought that uncontrolled inflation would 
ruin all pension plans, but a continual inflation over a long period of time would 
be compensated for by increased payments to counteract the declining value of 
the currency. 


90. What pensioners really think and do about retirement. Factory (New 
York) v. 110, May 1952: 84-89. 

This article presents the results of a study of 483 retired men in 6 Cleveland 
industries. Purpose: to find out what pensioners actually think about retire 
ment and preparation for it. The results pointed up three basie generalizations 
A retired worker should adjust to a lower income, keep active, and get a hobby 
It makes a forceful case for moderate personal counseling before retirement, 
and a cautious attitude toward the traditional elements of a retirement program 

Among the specific points discovered are the following: About half of the 
men prefer being retired, but 40 percent say they were happier before retirement 
than they are now. Automatic retirement at 65 is not endorsed; many wish 
they had worked longer. Most recognize that their best working vears are 
over by their sixties. About one-fourth think their chances of long life have 
decreased as a result of retirement. Only one in four finds money the greatest 
problem he faces; half feel they're living as well now as before, but a majority 
spend more than their combined company and Social Security benefits. Almost 
half have no hobbies: only 4-percent say they have more friends now than they 
did before. Pensioners have an exceptionally high regard for their companies: 
9 in 10 would go back to work for the same firm if they had it to do over. Two 
out of three say they have no plans for their future now; 7 out of 10 want to 
live out their lives in Cleveland. Fifty-seven percent are against the idea of 
company counseling, but very few have ever experienced any. 


91. Zisman, Joseph. Permanent and total disability benefit provisions in in- 
dustrial pension plans. Social security bulletin (Washington) v. 14, Jan 
1951 : 3-8. 

Public attention has recently been focused on the provision of disability as well 
as age retirement benefits in industrial pension plans. Agreements signed by 
Ford Motor Co. and Bethlehem Steel Co. were signed in 1949, and included pro- 
visions for disability retirement. The experience of private industrial pension 
plans with the provision of permanent and total disability has an important 
bearing on the need for expanding old-age and survivors insurance to include 
disability benefits. The Social Security Administration has attempted to study 
the characteristics of industrial pension plans. They selected for study, in oné 
case, 270 plans of which 71 provided permanent and total disability. In another 
case, they selected 85 plans agreed to throngh collective bargaining, of which 80 
include provision for disability benefits. Together, the 151 plans are in estab- 
lishments employing about 25 percent of the workers in all establishments having 
retirement plans. 





ees 5 





RETIREMENT POLICIES AND RAILROAD RETIREMENT SYSTEM 161 


The author described some of the characteristics of these plans. First, plans 
providing benefits for permanent and total disability are generally found in 
large firms. Noncontributory plans predominate among the older benefit plans 
providing for the retirement of disabled employees. Most plans are designed to 
cover only the more stable employees. Others exclude employees who have not 
reached a specified age. 

Requirements limiting coverage are found more frequently in contributory 
than in noncontributory plans. A disabled employee who has been covered must 
then meet one or more of the following requirements in order to qualify for 
henefits: (1) disability of a type covered under the plan; (2) service for a 
specified period, and in some cases the attainment of a specified age at the time 
of disablement. 

Four types of benefit formulas, all specifying minimum benefits are found in 
recently negotiated plans: (1) in the steel and rubber industries, the same bene- 
fit formula that is used to compute normal retirement benefits is used to com- 
pute benefits for disability retirement; (2) in the glass industry, the benefit 
for disability retirement is 75 percent of the amount computed for normal retire- 
ment; (3) in the automobile industry two formulas are found—in the plans 
first negotiated the benefit is a flat $50 monthly—in the later plans, the formula 
used is $3 monthly for each year of service not in excess of 30. The minimum 
benefit in each case, except in the rubber industry, is $50 monthly. In the rubber 
industry the minimum benefit is $60. In practically all these plans the benefit 
amount is subject to change when the beneficiary reaches age 65 and becomes 
entitled to OASI benefits. 


EXAMPLES OF SOCIAL AND PHYSIOLOGICAL PROBLEMS OF THE AGING 


92. Carlson, Anton J., and Edward J. Stieglitz. Physiological changes in aging. 
(In American Academy of Political and Social Science, Philadelphia. 
Social contribution by the aging, by Clark Tibbitts. Philadelphia, 1952. 
Pp. 18-31. (Jts Annals, v. 279) ) 

Recent medical research tells us that we are what we are to a great degree 
hecause of what happened to us in our yesterdays. Aging is the result of all our 
past experiences, and the effect of these experiences increases with age, because 
they are cumulative. With such conclusions reached and clarified, there is now 
hope that future medical science may be able to retard the rate of aging and/or 
alter its consequences. 

It is true that there are certain organs of the body which appear to weaken 
and atrophy purely on the basis of time irrespective of carelessness, faulty diets, 
and accidents in the life of the individual. However, most of the detriment, 
most of the depreciation which occurs in later years is unquestionably due to 
the cumulative injuries of chronic and progressive disease rather than to aging 
per se. An effective mental life is possible even with reduced factors of safety, 
well into the seventh, eighth, and perhaps the ninth decade. Moderation in all 
things, together with competent medical guidance in regard to the avoidance of 
accidents and diseases to which we are all vulnerable, tends to prevent undue 
corrosion of specific life links so that all of them proceed gradually and in step. 
A man or woman who has passed the first 60 or 70 years in honest toil and 
persistent efforts at the phenomena of interpersonal relationships has, or should 
have, accumulated a vast reserve of wisdom and self-discipline. This reserve of 
quiet inner strength is an immensely significant antidote to the stresses and 
strains induced by the fears, the vanities, the greeds, and the ignorance of 
earlier years, 

As all the so-called degenerative disorders begin long before symptoms become 
apparent, preventive geriatric medicine must begin long before senility. More 
can be accomplished for the aging than the aged; the two decades from age 40 
to age 60 constitute the critical periods in geriatric medicine. 

It must be emphasized that all changes are not necessarily in the direction of 
decline. For example, although muscular strength, vigor, and speed of reaction 
decline with advancing years, skills tend to increase with long practice. Though 
there may be less intense emotional drive or ambition, there occurs an increase 
in loyalty and calmness, with clearer definition of purpose of living, upon further 
maturation. These compensate for the restless drive of ambition in youth. 

Similarly, the results of careful studies on learning have revealed that the 
maximum speed and rate of learning occurs at age 22. At age 80 the rate of 
learning is practically the same as at 12. However, there are qualitative as 
well as quantitative differences in the ability to learn. Though speed is lost, 
accuracy is increased. While it takes older individuals longer to memorize a 
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given paragraph than it does younger persons, their recitations are usually more 
accurate. 

There is reason to hope that with continuing study and better application of 
what kuowledge does exist, not only can the life span be somewhat further ex- 
tended, but the period of usefulness to the community can be prolonged. Longey- 
ity without continued health and usefulness is not a blessing. Long disablement 
from chronic illness is a greater tragedy than rapid death from acute illness. 


93. Donahue, Wilma T. Edueation’s role in maintaining the individual's status, 
(Jn American Academy of Political and Social Science, Philadelphia, So- 
cial contribution by the aging, edited by Clark Tibbitts. Philadelphia, 1952. 
PP. 115-25. (Its Annals, v. 279) ) 

It appears obvious that adult education has given but scant attention to the 
needs of older adults. Growing awareness of the problems and of the opportunity 
to assist in maintaining older people in functional roles is apparent, but little 
more than sporadic and isolated action will be taken until more systematic 
information and more trained leadership are available. 

The major function of education for older adults is to help them to continue 
the exploration of their potentialities, and to assist them in preserving their 
integration in society. To achieve such a broad objective, education must design 
a fourfold program. First, it must aid in the adjustment of the individual to the 
personal and social changes accompanying aging by providing information neces- 
sary to achieve lifelong adjustment. Second, it must promote the adjustment 
of society to its aging population by helping to create appropriate attitudes and 
by encouraging the development of opportunities for the continued use of the 
tulents and skills of older citizens. ‘Lhird, it must train personnel to serve older 
people by establishing courses of study, programs of field practice, and in-service 
training in gerontology. Finally, it must promote research for the development 
of a body of knowledge about aging and its implications for individual and 
social practice. 

At the outset, we must face the fact that the few statistics available on age 
distribution in adult-education programs demonstrate that the present programs 
are not attracting many older adults. We must first get across to the community 
the fact that people can continue to learn throughout life. Courses must then 
be set up with more appropriate content for older adults. Possibilities here 
may be education for physical and mental health, family and group membership, 
economic security, vocational skills, leisure-time pursuits, social and civic 
responsibility, and religious experience. 

Financing such programs must be considered since most older people must 
live on drastically reduced budgets after retirement, and frequently fear they 
cannot afford such a “luxury” as paid educational courses. It has been sug- 
gested that local schools should offer free services to the aged—who have con- 
tributed to the building and maintenance of schools in the conmunities for many 
years. There are certain types of programs which can be operated with State 
and Federal aid. Vocational study, agricultural training, and homemaking come 
under this category. Certain colleges and universities have already set up 
“extension” courses, examples of which are the University of Chicago's, “Making 
the Most of Maturity,’ Michigan’s “Living in the Later Years,” and Vassar’s 
Sunk Mine Farm—a school for “over sixty” Vassar graduates. In addition to 
these, there are many programs now well established conducted by city school 
systems, church groups, and community education projects organized either by 
special agencies or through the park and recreation agencies. 


94. Donahue, Wilma. Experiments in the education of older adults. Adult edu- 
cation (Cleveland), v. 2, Dec. 1951: 49-59. 

The first University of Michigan course on adjustment to aging was offered in 
the spring of 1948. Topics selected for consideration were based upon an earlier 
investigation of the expressed needs and problems of older people. Lecturers 
were drawn from the university faculty. The class met for weekly 2-hour 
sessions over a period of 12 weeks, and, since it was a noncredit course, enroll- 
ment was open to all interested persons, 

The students were given an opportunity to make a written evaluation of the 
course. In general, their reactions were favorable, and they recommended that 
the course be continued. Lectures which they identified as having the most value 
were selected in the following order: psychological aspects of aging; biology ; 
mental health: physical health; and living arrangements. The least helpful 
lectures were judge! to be those dealing with creative activities, such as garden- 
ing, silverwork, recreation, and cultural pursuits, The reasons given most fre- 
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quently for liking the course were that it provided a basis for dealing construc- 
tively with the personal problems related to aging and that it renewed faith in 
the older person’s ability to do something. 

In further recognition of the fact that older people have too few opportunities 
for social experience and lack information and preparation for meeting the 
problems of ag ng, we have designed a course this fall which will attempt to 
meet both of these nee!s. It will combine educational experience with social 
and recreational activities to provide knowledge and practice in the art of mature 
living. The course, starting at 5:30 p.m. and containing material similar to the 
program described above, will be followed by the group having an evening meal 
together, after which an hour will be devoted to practice in social living. The 
latter portion of the meetings will present an opportunity for making friends, 
provide a feeling of belonging to a social group, encourage participation and 
practice in group activity, illustrate the value of service to others, and stimulate 
planning for social living in the later years. The social-recreational activities 
will inclu e games, group singing, square dancing, instrumental music, dramatics, 
hobby shows, and a party. These activities will be carried out by the students, 
but, at the Same time, they will be studied with reference to their meaning in 
the total pattern of living and thus will be of an instructional nature. 

The university also carried out a unique experiment in conjunction with station 
WWJ-TYV in Detroit. This consisted of a “telecourse” entitled “Living in the 
Later Years: Hobbies Put to Work,” which ultimately was followed by a viewing 
audience of approximately 100,000 persons. Each of the weekly telecourse meet- 
ings was 20 minutes in length. During each class period one or more older people 
demonstrated their hobbies an1 discussed with the instructor how and at what 
age they had begun the hobbies, what satisfactions they derived from them, ete. 
A faculty guest expert also appeared on each telecast and briefly related the 
pursuit of the hobbies demonstrated to some of the broader goals of living. The 
hobbies which were demonstrated included bookbinding, sculpture, pottery- 
making, cake-decorating. spice-blending, gardening, weaving, aluminum-etching, 
stenciling and other crafts for shut-ins, gem-cutting, wood-working, toy crafts, 
painting. silversmithing, and music. 


95. Donahue, Wilma. Preparation for living in the later years. Adult education 
(Cleveland) v. 1, Dec. 1950: 43-51. 

Education has two problems with which it must cope in planning for the prepa- 
ration of people for living in the later years. It must provide guidance to the 
old and the near-old of today, and, in addition, it must develop a dynamic concept 
of education for an aging population which will allow for the evolution of a new 
type of old person functioning in a new social milieu. Programs must be intro- 
duced at once which will help this group of men and women find the solution to 
the problems which baffle them in everyday living—how to live a productive, 
healthy, happy life in a society which resents old age and rejects those who are 
old. Such programs must be designed to achieve several objectives: 

1. To provide information about the aging process and to help in the develop- 
ment of a philosophy with regard to growing old. 

2. To furnish information regarding the special problems which arise as a 
result of aging. 

3. To provide training in techniques for attaining a maximum level of personal 
adjustment. 

4. To provide training and retraining in skills and knowledge which will permit 
continued employment and creative and socially significant activity. 

How can these objectives be achieved? The University of Michigan has offered 
a course called “Living in the Later Years” which is designed to attain the first 
two of the objectives and contribute to the third. The content of the course is 
based on the expressed needs of older people as determined through personal 
interviews. Among the topics covered in the series of twelve noncredit lectures 
are: psychological aspects of growing older; physical health and care; mainte- 
nance of mental health; family life; employment opportunities; legal problems, 
and similar subjects. 

E:lueational plans for achieving these objectives need not he restricted to the 
formal educational systems. Vigorous, pioneering programs are being offered by 
industrial firms, unions, homes for the aged, community lecture series, and radio, 
television, and newspaper services. 

Education will play a very significant part in determining what the old person 
of tomorrow will be. Properly conceived, it will prepare the individual at the 
appropriate time for each phase of life, will promote his orderly transition from 
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one period of life to another, and will prevent the disruption of the continued 
growth and use of his personal resources at any age level. 


$6. Farmer, Lawrence. The old people. Harper’s magazine (New York) vy. 203, 
Dec. 1951: 79-82. 

Poverty and squalor are the lot of millions of old people in this, the richest 
country of the world. All those who must subsist on Old Age Assistance Grants 
or Social Security Retirement Pensions—and there are 3 million of them—are 
virtually paupers. These people receive, in the large cities, a pittance averaging 
between $70 and $90 a month. In rural areas, the allowances are even smaller 
Add to these another 2% million old people who have no personal income at 
all and you will realize the extent of poverty among our aged population. Life 
for these old people is drab at best, hardly bearable at worst. For many who 
have outlived their relatives and friends, loneliness adds further misery. 

Where to live is one of the major problems facing the indigent old. The 
more fortunate move in with their children or other relatives. In rural homes 
where there usually is ample space to put up the oldsters, such a solution can 
be quite satisfactory. In urban dwellings the going often becomes hard when 
an additional person has to be accommodated. Nerves grow tense, “peace and 
harmony” are in jeopardy, and all too often the “poor relative,” even if he be 
an old parent, feels that he is unwanted. The unattached are still worse off, 
In substandard lodging and rooming houses they lead cheerless lives without 
any of the comforts of a home. 

Back in the 1920’s the Community Service Society of New York embarked 
on a housing venture where old people could live cheaply and decently and where 
they could be assisted with some of their problems, The plan was good, but 
few of the city’s citizens ever see this place, not because there is discrimination 
or because it is “exclusive,” but simply because not more than sixty people can 
be accommodated. 

The set-up of New York’s Tompkins Square House is ideal. It combines the 
privacy of a home of one’s own with the amenities of community living and 
the provision of care when needed. The project has two great drawbacks, how- 
ever: it is not self-supporting and needs continued financial help from the 
Society; and, although the rentals are very low (they range from $30 to $50 
a month), they are much higher than most old people can afford. 

At Tompkins Square House there are rooms for single persons and apart- 
ments for couples. Each unit has housekeeping facilities which enable the 
tenants to do their own cooking. There is also a nonprofit cafeteria-type restau- 
rant for those who wish to use it. There is a lobby and a parlor where the 
tenants can get together and entertain visitors. Each tenant keeps his room 
in order but general housecleaning, which is hard on an old person, is provided 
once a week. The project manager, a trained nurse, or her assistant, are always 
available. They not only supervise the functioning of the establishment, they 
also advise the tenants and look out for them when they are not well. Most 
important of all, the old people are entirely independent, coming and going 
at will. 

The Tompkins Square experiment is costly, probably too costly to be emulated 
on a large scale. But it should be possible to set aside similar small units for 
old people in future public-housing projects. 


97. Horvath, Elizabeth C., and Steven M. Horvath. Physical and mental health 
in the aged. Journal of the Iowa State Medical Society (Des Moines) v. 
42, Feb. 1952: 47-51. 

What determines how long a man may live? His past health history and the 
illnesses to which he has fallen victim; abnormalities of build and extremes of 
weight; environment—what part of the country he lives in, whether he lives 
in an urban or a farm community; whether or not he is married. But more 
important than any of these factors are the steps an individual may take on his 
own behalf to correct or control the threats to his mental and physical health. 
A study of over 700 people whose mean age was 85.5 years and who lay at the 
two extremes of wealth and poverty revealed the following formula for longevity : 
“An increase of life duration is favored by marriage, descent from healthy long- 
lived parents and grandparents, breast feeding, moderation and regularity in 
the conduct of life, cheerfulness and occupation till a ripe old age and retard- 
ment of retirement.” 

The most critical years in the aging process occur between the years from 
40 to 60. It is in this period that the most can be accomplished in preparation 
for successful old age. This preparation consists equally of preventing unneces- 
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sary depreciation or repairing past damage, and mental adaptation to longevity. 
The former demands professional recognition of incipient dangers and proper 
medical care. The latter is far more complex. It requires the ability to switeh 
over from physical to mental activities, because with age there are fewer and 
fewer important physical things to do. While the physical abilities are on the 
decline, intellectual faculties throughout this time are on a plateau—but new 
interests must be developed in middle age. The secret of adequacy in old age 
s the opportunity for renewed activity, not the prospect of going from one 
rocking chair to another. 

Proper preparation for retirement can result in personal satisfactions which 
ould not be realized during years of regular employment. It may provide relief 
from the emotional tension of prestige competition. An individual, too, may be 
ible to make better friends after retirement with people from other groups than 

hose with whom he has been competing, and good friends are especially impor- 
tant to the elderly. 

Frequently fear of aging, rather than the aging process itself, often induces 
mental deterioration. ‘This is a result of social pressures in our society and 
calls for better understanding of the place of the aged in the picture of the full 
life span. 

All such factors add up to a single demand for successful aging: usefulness. 
To be useful the aged must strive to (1) cultivate a wide range of interests, (2) 
maintain a willingness to learn, (3) accept serenely change and the implications 
of change, and (4) participate actively in the life of the community. 


08. Johnson, Ralph J., and M. Allen Pond. Health standards of housing for the 
aging population. Journal of gerontology (Chicago) v. 7, Spring 1952: 
254-58. 

Noting that the percentage of old people in the population is rapidly doubling, 
the authors point out that the housing problem for the aged will become acute 
unless active steps are taken to solve it. Higher costs of building have demanded 
smaller dwellings and fewer rooms so that it is becoming impossible for second 
and third generations to care for the aged in their own homes. In addition tu 
this, approximately four-fifths of the people over 65 cannot afford to pay present 
day rents. 

Such considerations demand that special housing be considered for the older 
group. In building this housing, fundamental physiologic needs of the aged 
must be taken into account. With poorer circulation and lower resistance, older 
persons are more sensitive to room temperature than younger adults, thus higher 
temperature is needed in the home. Gradual impairment of vision requires better 
lighting and larger windows. Being more “house-bound” than younger people, 
the house must be sunny, efficient, and pleasant. Privacy is essential for older 
people. As the aged lose their ability to see and smell, fire and gas poisoning 
increase as a threat and must be guarded against. Floors, passageways, and 
stairs must be controlled to minimize the danger of falling. The authors conclude 
that “there must be systematic application by Federal, State, and municipal 
authorities, and by the building industry, of existing knowledge of the health 
needs in housing for the aging population.” 


99. Kraus, Hertha. Housing our older citizens. (In American Academy of 
Political and Social Science, Philadelphia. Social contribution by the 
aging, edited by Clark Tibbitts. Philadelphia, 1952. p. 126-38. (Jts An- 
nals, v. 279) 

The increasing number of aging in the population and the steady rise in the 
cost of living has forced our attention to the housing needs of the aged. The 
1950 census reveals that although more than 80 percent of the people over 65 
maintain independent households, their housing circumstances are worse than 
that of any other portion of the population. They tend to occupy relatively 
more very low rent dwelling units and low value structures, and their housing 
is relatively more dilapidated and deficient in plumbing facilities. Much of this 
is due to the relation of housing costs and the income of the older group. A 
study of rentals for older couples in eight cities between 1946 and 1948 revealed 
that from 37 to 51 percent of their total budget was spent on rent, heating, and 
light. The revelation of such problems has resulted in three different approaches 
to their solution: (1) Nation-wide attempts at modernization and expansion of 
various institutional facilities, (2) extension of diversified services into the 
homes of aged persons or at least into their immediate neighborhoods in an 
attempt to strengthen and prolong independent living arrangements, and (3) 
fact-finding and exploratory studies, conferences, and housing programs. 
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Such activities have resulted in a number of possible programs. It is felt 
that American oldsters should have the same choice of specialized housing as 
that already found in Europe, a variety of living arrangements priced within 
reach of medium and low income groups but meeting high standards: nursing 
and boarding homes; residence clubs (all managed by nonprofit organizations) ; 
senior apartment hotels; and colonies of single and two-family dwelling units 
arranged in groups, in addition to traditional dwelling units in one-family or 
multiple dwellings. Similarly, standard hotels and apartment houses could 
devote some sections or entire floors to a senior unit with special facilities. A 
more radical solution may be the construction of companion group apartments 
which promise economy in investment and operation. In these, a standard 
basic unit, similar to a large apartment, would provide seven small bedrooms 
connected to family-style facilities for cooking and dining. Series of these 
units would in turn be grouped around a multiple-purpose workshop, a hobby 
room, and some club rooms. 

How should these various kinds of old age housing be financed? Apart from 
public housing and redevelopment funds, there are such sources as insurance 
companies, national and local foundations, churches, and special state and local 
funds which may become available. Cooperative associations of church mem 
bers, union members (using “fringe-benefit’” funds), and professional groups may 
also prove a source of help. However the most important potential source of 
funds for this work lies in the reserve fund of Old Age and Survivors Insurance 
At its peak, it is expected to hold eight times as much as the highest expected 
annual disbursement for the following five years. At the present time, this 
money is invested in United States Government securities. It would appear 
to be manifestly logical that a portion of these funds—designed for old axe 
care—should go into housing for this same group providing the very care and 
center of old-age security. 


100. Lemkau, Paul V. The mental hygiene of aging. Public health reports 
(Washington) v. 67, March 1952: 237-41. 

Mental hygiene, the extension of the satisfactions of living and the decreasing 
of mental disease, is as feasible for older as for younger groups. Scientific 
research has recently established this as the result of two lines of study: first, 
there seems to be no direct relationship between the anatomical changes in the 
brain and the behavior of the personality possessing it; and second, the capacity 
to function is lost when not exercised. 

Working from these conclusions, it is simple to set up a basic program of old 
age mental health. The first and most important step must be to see that the 
weakening, physical health of the aged does not carry over into his mental activi- 
ties and result in disuse and the loss of essential faculties. Sight, hearing, 
muscle sense, tactile sensibility, and pain sensibility all diminish with increasing 
age. Difficulty in hearing, for example, may cause the aging person to abandon 
his interest in conversation and in music. Difficulty with sight and muscular 
skill may cause him to abandon manual interests, travel, or hobbies previously 
enjoyed. Such loss of interest in outside activities frequently causes him to 
withdraw within himself, and when this happens melancholy and mental deteri- 
oration may result. Thus, the general health of the aging person must be kept 
at its best, and early compensation should be made for fading faculties through 
glasses, hearing aids, and effective medical care. 

The second step to be considered is the preparation for a radical change of 
interests. In some cases, like the professor who looks forward to conducting 
research he has anticipated for many years, retirement is the continuation of 
present activities or the fulfillment of unsatisfied desires. In most cases, how- 
ever, retirement is an abrupt change from working at a machine or abandoning a 
life of business competition and power drives, Not only must the loss of past 
skills and challenges be compensated for, but the retiring individual must be 
prepared for a loss of status in the community. No longer productive, it is a rare 
man who can easily accept the role of “elder statesman” while passively living 
out his remaining years. For these reasons, the basic task of mental hygiene 
for the aging is to make life after retirement an opportunity for the maintenance 
of a broad range of interests . The problem is to help older people “with nothing 
to do that means anything”. We must try to see that their lives are made more 
satisfying, that emotional deprivation does not lead them to behavior disorders 
which are intolerable to society 

Such demands mean that we must care for leisure time activities, the contin- 
uance of relationships with others of the same age through clubs, group activi- 
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ties and the like. We must care for their health, which means not only medicine 
and hospitals, but adequate social security allowances for a lowered standard of 
living means less satisfactory housing and insufficient amounts and variety of 
food. The giving of health, the helping to lead an aging person to a more abund- 
ant life—one with satisfaction instead of loneliness, with joy in creation 
instead of frustration, with pleasure in social contacts rather than irritation in 
meeting people—these are the goals to be sought. 


101. Medalia, Leon S., and Paul D. White. Diseases of the aged. Journal of 
the American Medical Association (Chicago) v. 149, August 16, 1952: 
1433-37. 

A study of 1,251 autopsies of patients from 50 to 90 years of age done at 
Boston City Hospital and the Massachusetts General Hospital. “The purpose 
of the study was to find the cause or causes of death and coincidental pathologi- 
cal conditions in the aged and in what way these lesions vary from decade to 
decade and how they differed between men and women.” 

Causes of death were found to range in descending order from cardiovascular 
diseases, through pneumonia, cancer, liver and gall-bladder diseases, tubercu- 
losis, cerebral hemorrhage and other brain diseases, to gastric and duodenal 
ulcers. 

102. Miller, John H. The growing problem of chronic disease among the aged. 
Journal of the American Medical Association (Chicago), v. 150, Sept. 20, 
1952: 203-07. 

What does the present increasing proportion of older citizens mean in terms 
of the amount of chronic disease? ‘The data available indicates that the older 
persons do not particularly have more sicknesses than the younger adults but that 
the average duration of each disability is much longer. This reflects an increase 
in the incidence of chronic illness with advancing age. 

From an economic viewpoint the problem of illness presents two aspects: (1) 
loss of earnings, and (2) the expense of medical care. In considering the aged, 
however, the problem of loss of earning power from disability must not be con- 
fused with loss of earning power due to aging. ‘To the extent that provision 
is made for retirement, the problem of income loss from disability after retire- 
ment is solved. The problem or medical care remains. A survey by the Balti- 
more Public Health Service indicates that for persons in the age group 65 to 74 
the amount of disability is more than three times that for those at age 40, and 
for persons aged 75 and over it is about six times that of the age 40 group. 
Similarly, the experience of a large manufacturing corporation that has a hospital 
and surgical expense insurance plan for its retired employees indicates a hos- 
pital utilization by pensioners equal to three and two-thirds times that for active 
employees, 

It seems obvious that the requirements of physicians’ services will not increase 
with advancing age at the same rate as the time lost from illness. The elderly 
patient, whose condition has become stabilized, may require only minima! medical 
care over a long period of chronie invalidity as courypared with the intensive 
treatment often needed by a younger person in an acute illness of short duration, 

No precise answer can be given concerning the effect of such illness on the 
hospital situation, but present figures would indicate that over the next 18 years 
the hospital service required by the aging may be expected to grow from 26.5 
percent of the total needed for persons of all ages, to 34 percent of the total. 
These figures suggest the future need of substantially increased hospital facilities. 
While more hospital construction will doubtless be required, there are offsetting 
developments and potentialities. For one thing, there is the possibility of more 
home care as a result of rehabilitative training of the disabled and handicapped 
in the activities of daily living. 

Another favorable trend is the shortening of the average hospital stay in acute 
cases. Asa result of the newer medicines and the now widely adopted practice 
of early ambulation following surgery, the average hospital stay in nongovern- 
mental general hospitals has dropped to 8 days from an average of approximately 
13 days 15 years ago. The gain from this reduction in the average stay, how- 
ever, has been just about offset by the increased frequency of hospital admis- 
sions resulting, presumably, from the influence of widespread hospital expense 
insurance and the changing attitude of the public toward the use of hospitals. 

The problem of chronic disease among the aged is a large one, but there are also 
great resources with which to attack it on three fronts: medical treatment of 
the ill, preventive medical care of the well, and research. 





168 RETIREMENT POLICIES AND RAILROAD RETIREMENT SYSTEM 


103. Moody, K. A. Retraining for later maturity. Adult education (Cleveland 
v. 1, Dee. 1950: 66-72. 

One of the difficulties facing older people is the prevalent fallacy that a! 
abilities diminish significantly with age after reaching a peak in early adulthoo: 
Actually adults in good health can and do learn new things at any age. What 
diminution there is in learning abilities varies with the areas of learning, tend 
ing to be slight for the “mental” abilities and sometimes marked for the “physica! 
abilities. In addition, such things as speed of recuperation after expending 
energy, reaction time, and the learning of new motor skills tend to be much lower 
for older than for younger people. 

Our culture pattern is focused on acceleration, on getting ahead, on “bigger and 
better.” The accent is on youth, but we need to develop a realistic awareness of 
age. We must gear our economy so that for some people we think in terms of 
deceleration, of slowing down, and “less and less” in terms of tangible output 

One of the things that makes diminishing ability hard to deal with is the 
very human craving for status and prestige. In the old days on the farm there 
was enough work to be done of varied types so that the oldsters could “earn their 
keep” into very advanced old age. Today there aren’t enough “odd jobs” to g 
around. In the future we will to have identify much more specifically then we 
do now the actual demands that various jobs make on the incumbents, as a neces 
sary prelude to any widespread tailoring of work to diminishing individual 
abilities. 

The principal difficulty in vocational retraining for later maturity is in getting 
the able individual the chance to retrain under proper circumstances. Tech 
nological advances requiring newer skills, business failures, cyclical ups and 
downs—all these are part of a dynamic economy, but their burdens tend to be for 
the older, and their blessings for the younger. 

All such elements point to two demands: we need better community and indus- 
trial educational programs devised and conducted for the general preparation of 
adults for the problems of their later maturity ; and we need a better community 
appreciation of the problems of aging. 


104. Olson, Carl T. Geriatrics; problems with the aged in industry. Industrial 
medicine and surgery (Chicago) May 1951, v. 20: 205-211. 

The biology of senescence, which studies the life-long process of aging in all 
living organisms forms a necessary background for the second important phases 
of gerontology—geriatric medicine. The industrial geriatrician is concerned not 
only with the cure of diseases, the alleviation of suffering and with prolonging 
life, but also with the maintenance of individual effectiveness. He must recognize 
not only the social and economic consequences of increasing the life span, but 
how his own knowledge can be applied in creative solutions for the problems 
which result. 

He knows that research is extremely inadequate respecting the several kinds 
of age of which four are biological: (1) Anatomical age as it is shown by drying, 
hardening, shrinking, etc., of the body cells, in different persons or in different 
organs; (2) Physiological age, which can be tested not only on the basis of 
existing conditions but also by “stress tests” which may be regarded as prophetic 
of future susceptibilities. There is a real need for the development of practical 
and simple “stress” testing in relation to job requirements both as treatment and 
preventive techniques; (3) Pathological age, which measures capacity in terms 
of damage through disease past or present, and could serve as a cornerstone for 
programs of work adjustment and prevention of further damage; and (4) Psy- 
chological age, which studies the relationship of the body to the mind and the 
mind to the body. 

One of the pressing needs in industry is, therefore, to provide a program 
which allows for early detection of disease and then for remedial measures, and 
which includes appraisals of the job and the ability of the individual to perform 
it. Since industry is already obligated to care for illness or injury arising out of 
occupation, sometimes from nonoccupational causes, it becomes a dollar-and- 
cents obligation to seek ways and means for the alleviations or elimination of 
chronic illness. 

As the life span increases, industry’s need for appraisals on a individualized, 
rather than a group basis, will increase. Effective means of appraising the 
individual and a knowledge of job requirements can keep many workers on the 
payroll. Supervision must get interested not only for morale reasons but by 
understanding that their policies may inflict psychological trauma resulting in 
complete distintegration of personality which produces a burden on the com- 
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munity. Engineers can assist in making adjustments in job operations; the in- 
dustrial psychologist can develop more accurate methods of objective testing of 
work competence and by creating healthy mental working conditions; the in- 
dustrial nurse can be the screening agent for the early detection of signs of 
damage; and the physician must be not only a good diagnostician but must also 
be preventive minded in his approach. Inasmuch as industry is the main support 
of our country and will have to pay the bills, it is only logical that industry 
should support the much-needed research and assist actively in the concentrate 
attacks on the problem of the elderly. 


105. Rohrbaugh, Lewis H., and Martha D. Ring. Higher education and the aging 
population. Higher education (Washington), v. 8, March 1, 1952: 149-52. 
Drawing on recent professional literature and the conclusions of the 1950 
National Conference on Aging, this article summarizes higher education's role 
and responsibilities in the field of old age problems. The authors find these 
responsibilities fall into four broad fields: research, the preparation of students 
for late maturity, the retirement problems of its own personnel, and adult 
education, 

Regarding the first area, it has been generally agreed that institutions of higher 
education are the best equipped centers for synthesizing, integrating, and report- 
ing past and current research covering the whole life span. The problems of 
aging are demanding a multitude of answers which require such research. Facts 
are needed on physical constitution, background, training, work capacities, atti- 
tudes and living habits of people at various ages and in various occupations, 
Information is needed on the roles of individuals in family life and the attitudes 
of each age group toward aging and the aged. Similar data on family, industrial, 
and community organization and operation is required to determine how each age 
group can function most effectively. Even greater is the need for knowledge of 
the work capacities and the extent to which deterioration in interests and capacity 
can be forestalled by preventive measures and by physical, mental, and social 
rehabilitation. 

The second challenge lies in preparing students for old age. Experts believe 
that educational institutions should develop and foster potentialities for resource- 
ful living in late maturity and provide a better understanding of the aging process. 
They should stimulate confidence in the value of continuing education in adult 
life. Among social institutions, colleges and universities have an unequaled 
opportunity to promote positive physical and mental health among their students. 
Student counseling with young people can prevent many of the barriers to per- 
sonal and group activities which develop in the aging and the aged. 

Colleges and universities should reevaluate not only their own retirement 
programs to bring them up to date in terms of pension age and benefit coverage, 
but they can make substantial contributions toward preparation for retirement. 
Further study should likewise be devoted to greater utilization of the retired 
and “emeritus” professor once he has formally left the classroom. 

The final and perhaps the greatest area in which institutions of higher learning 
can contribute toward the solution of old age problems is in the field of adult 
education. Already organized for extension work, for postgraduate and com- 
munity courses, special, programs can be set up to appeal to old age needs in 
particular. Refresher courses can revive skills for those who want to go back 
into the labor force. Instruction in painting, music, literature, and the languages 
can broaden the interests of leisure time. Seminars in current events, political 
science, psychology, and so forth can keep the aging in touch with their times. 
In addition, the universities should recognize their responsibility to see that the 
results of their research in old age problems are properly reported and made 
available to the aging persons of the community. This would not only spread the 
benefits of the work to those who need it most, but it would draw volunteers, 
participants in survey studies and similar cooperation from those concerned in 
the area of research. 


106. Silk, Leonard S. The housing circumstances of the aged in the United 
States, 1950. Journal of gerontology (St. Louis), v. 7, Jan. 1952: 87-91. 


The author reports the results of a study of the 1950 Housing Census data 
concerning old age housing. The survey limited itself to those persons over 65 
who were heads of households, not those residing as dependents in families 
headed by younger persons. 

The results revealed the following conclusions: Persons over 65 are home 
owners to a much greater extent than are Americans in general, they own less 
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valuable dwellings than does the population in general, they pay lower rents, have 
smaller homes, but tend to have more room per person in these homes than does 
the rest of the nation. The housing of the older people appears to be worse than 
the rest of the country’s, probably as the result of lower income and the fact 
that older people tend to live in older houses. 


107. Switzer, Mary E., and Howard A. Rusk. Keeping older people fit for partici- 
pation, (/JnAmerican Academy of Political and Social Science, 
Philadelphia. Social contribution by the aging, edited by Clark Tibbitts, 
Philadelphia, 1952. (/ts Annals, vy. 279, p. 146-53) 

The lengthening of man’s life span has, ironically, greatly enlarged the problem 
of chronic diseases. Studies indicate that the higher the age group, the greater 
the percentage of chronic disease and disability, and that they occur most fre- 
quently among families of low income, resulting in further reduced income and 
depletion of financial reserves. Much of the acute financial plight for both 
municipal and voluntary hospitals arises from the same causes. 

Until medicine finds the specific answers to the problems of these diseases, we 
must use such techniques of physical rehabilitation, psychology, social service, 
vocational counseling, and the auxiliary specialties to teach them to use the full 
extent of their capacities while living within the limits of their disabilites. Many 
can be rehabilitated to the extent of employability, and a great percentage of the 
rest can be brought to a point of self-care to enable them to live at home, as 
experience in the Veterans’ Administration has shown. Even the county home, 
in its modern and more acceptable version, can overcome apathy and hopelessness 
by an intelligent use of the residents who may voluntarily assume or be assigned 
to tasks within their physical capabilities. With the introduction of rehabilita- 
tion programs in general hospitals and increased facilities for convalescent and 
home-care programs, many of the aged and chronically ill will not need to seek 
admittance to public homes. 

The Federal-State Vocational Rehabilitation Program is giving increased 
attention to the restoring of the work capacity of aged handicayped persons 
through counseling, vocational and personal adjustment, vocational dingnosis, 
physical restoration, vocational training or retraining, ete., followed by an 
assistance in finding suitable employment. In 1949, it gave services to 12,469 
persons aged 45-64 and 931 over 65 of whom two-thirds were unemployed prior 
to rehabilitation. After rehabilitation the average weekly earnings of the 45-64 
age group were about $35 and of the over-65 group, about $28. 

Almost half of older workers now work for themselves. About 70 to 75 percent 
of the Nation’s workers are employed in plants with fewer than 500 employees, 
and it is to such small industry, commerce, and the service trades that the great 
majority of other older workers must turn if they expect to be successful in 
finding new jobs in competitive industry. 

The National Government may find its role to be primarily in the broad 
field of income maintenance, and in support of research into medi¢al and social 
sciences which produce “the good life.” Voluntary institutions, because of their 
close ties with the people, can point the way. Hospitals treating chronic patients 
have a major responsibility for research into their treatment and rehabilitation. 
Physicians, teachers, colleges, and other educational institutions can assist in 
increasing and applying medical and psychological knowledge. By making the 
traditional relationships of those interested in health and welfare, both in and 
out of government closer and more responsive than ever, we can meet the moral 
responsibility for “keeping fit for participation” for our whole country. 


108. Tibbitts, Clark. Aging: implications for public health. Public health re- 
ports (Washington) v. 67, Feb, 1952 : 121-26. 

Population and aging in American life are emerging as a specific responsibility 
and opportunity for public health—responsibility, because public health shares 
the credit for extending life and creating the conditions which now command 
attention ; opportunity, because of the tremendous significance that healthy, useful 
and satisfying later years will have for our individual, family, and community 
life. Older people today are a bewildered group, eager to retain useful roles 
in the community but often made psychologically, financially, and medically de- 
pendent by a society which is only beginning to discover the true nature of aging. 
Today’s intensive study is revealing a new view—aging does not begin at any 
chronological age but has its onset gradually in middle life. What we previously 
thought to be deterioration due to age is now believed to be the result of disease 
processes to which the body fell victim in early life. As more diseases come under 
control, aging itself may be postponed. Further, the factors that have already 
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added nearly a generation to life have also probably extended the period of 
vitality. Such considerations are forcing us to the conclusion that complete 
deterioration and helplessness can be comparatively rare or at least postponed 
much longer than we had thought before. 

Working from this new attitude toward old age, what is the responsibility of 
the public health profession? First, public health engineering has an important 
part to play in developing standards for housing the old age group. Among the 
solutions evolving in this area are residence clubs, boarding houses run by and for 
older people, and foster homes. In urban centers the construction of groups of 
single dwellings around a dormitory-type facility is proving practicable. Such 
units are equipped with an infirmary, central dining hall, community center, 
and workshops to fill the residents’ needs. 

Second, public health must promote the best possible physical and mental 
health. Health education and early detection of disease can postpone a good 
deal of disability, deterioration, and loss of physical and mental capacity. It 
can provide guidance in such areas as diet, rest, exercise, and physical status. 
Further with a sieadily aging population, we must be prepared for the number 
of medical cases to double or triple in the next few years. This will demand ex- 
pansion of our physician reserve and our hospital facilities. Public health has 
an obligation in this field as well. 

The third, and most immediate challenge, is to devise or expand services that 
will restore as many as possible sick or disabled older persons to self-care, 
independence, and usefulness. This calls for home care programs, rehabilitation 
centers in local hospitals, more effective use of State rehabilitation services, and 
the employment of specialists to visit nursing homes to teach new skills and new 
developments in this field of specialization. Connecticut, for example, is moving 
forward in developing a State-wide system of chronic disease hospitals, rehabili- 
tation centers, and long-stay annexes integrated with local hospitals and 
nursing homes. 

These are the major areas in which public health can serve. Publie health 
workers—all of us, in fact—will do well to remember that we are all aging right 
now, and that what we do for and with older people today we shall be doing for 
ourselves tomorrow and for those who come after us. 
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JANUARY 13, 1953.—Ordered to be printed 


Mr. JoHnston of South Carolina, from the Joint Committee on 
Postal Service, submitted the following 


FINAL REPORT 


{Pursuant to sec. 13 (a) of Public Law 233, 82d Cong.] 


To the Senate and House of Representatives of the United States of 
America in Congress assembled: 

This report is made pursuant to Public Law 233, Eighty-second 
Congress, section 13 (d) which reads as follows: 

The joint committee shall report from time to time to the committees of the 
Senate and House of Representatives from which the membership of the joint 
committee was appointed, and shall submit its final report to the Senate and 
House of Representatives not later than January 15, 1953, of the results of its 
study and investigation together with such recommendations as to necessary 
legislation as it may deem advisable. Upon the submission of such final report 
the joint committee shall cease to exist. 

Pursuant to Public Law 233, section 13 (a), the President of the 
Senate and the Speaker of the House appointed the following members 
to this joint committee: 

On behalf of the Senate: Senators Johnston of South Carolina; 
Underwood of Kentucky; Carlson of Kansas. 

On behalf of the House: Representatives Murray of Tennessee; 
Morrison of Lousiana; Rees of Kansas. 

With all members of the joint committee in attendance, a meeting 
was held on March 27, 1952, at which time there was a general discus- 
sion of the purposes and objectives of section 13, Public Law 233, 
E ihty poten Congress. The action of the joint committee was: 

(1) To direct the chairman to request the Senate Appropriations 
Committee to place an item of $50,000 in the third supplemental 
appropriations bill for 1952. 

(2) When such appropriation has been granted, the chairman is to 

call another meeting of the joint committee for further discussion as 
to necessary staff and the program. 


26006 
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Acting upon this directive, Chairman Johnston appeared before the 
Senate Appropriations Committee on April 1, 1952, and explained that 
the joint committee had authorized him to request an appropriation 
of $50,000 in lieu of the $100,000 authorized in Public Law 233. After 
due consideration, the Senate Committee on Appropriations denied 
this request. 

For lack of funds, no investigation was made nor was it found 
necessary to hold subsequent meetings of the joint committee. 

Our D. Jonnsron, Chairman. 
Epwarpb H. Rees, Vice Chairman. 
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ATTORNEY CONTRACTS WITH INDIAN TRIBES 


January 16, 1953.—Ordered to be printed 


Mr. ANDERSON, from the Committee on Interior and Insular Affairs, 
submitted the following 


PARTIAL REPORT 


A subcommittee of the Committee on Interior and Insular Affairs, 
consisting of Senators Anderson (chairman), Lehman, Long, Ecton, 
and Watkins, duly appointed on June 12, 1951, to make an investiga- 
tion of attorney and other contracts with the Indians, submitted its 
partial report (including separate views of Senator Lehman) to the 
full committee. After due consideration the report of the subcommit- 
tee was ordered submitted to the Senate. 

The report, including the views of Senator Lehman, follows: 

Report To THE Fut ComMMItTTEE 
JANUARY 3, 1953. 
Hon. Josepu C. O’Manoney, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

Dear Senator O’Manoney: A subcommittee of the Senate Com- 
mittee on Interior and Insular Affairs was created at a session of the 
committee on June 12, 1951, to investigate the relations between 
Indian tribes and attorneys and others representing the Indians. 
Members of the subcommittee are Senator Anderson of New Mexico, 
as chairman, and Senators Lehman of New York, Long of Louisiana, 
Watkins of Utah, and Ecton of Montana. 

Due to the ensuing illness of the chairman of the subcommittee, 
hearings were delayed until January 21, 1952. Since that date the 
subcommittee has held hearings, and at the following times and places: 

Washington, D. C.: January 21, 23, 28, and 30; February 1, 11, 13, 
18, 20, 21, and 22; March 13, 14, 18, and 24, 1952. 

Albuquerque, N. Mex.: May 14 and 15, 1952. 

New York, N. Y.: June 16, 1952. 

Washington, D. C.: June 24; July 3; August 5, 6, and 7; and 
September 29, 1952. 
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In addition, counsel to the subcommittee has conducted further 
investigations and has taken affidavits of Indians at numerous reser- 
vations in the States of Arizona, California, Montana, Nevada, New 
Mexico, and North Dakota. The transcript of the hearings now 
comprises approximately 2,600 pages of testimony, and more than 
1,000 pages of documents have been entered into the record. 

Since the latter part of the nineteenth century the Federal Govern- 
ment has been supervising the relations between Indian tribes and 
attorneys, and from time to time committees of Congress have in- 
vestigated the subject. Today, in the latter half of the twentieth 
century, the problem of tribal-attorney relations has assumed particu- 
lar significance in view of the fact that the Indian legal business has 
become very lucrative business. As a result of recent discoveries of 
oil and other minerals and the development of other resources on 
tribal lands, many Indian tribes have entered the category of well- 
to-do clients. 

Furthermore, the enactment of the Indian Claims Commission Act 
of August 13, 1946 (60 Stat. 1049; 25 U.S. C. 70-70v), has resulted in 
the filing of claims against the Federal Government which may amount 
to billions of dollars, and the fees of attorneys representing successful 
claimants may correspondingly amount to several millions of dollars. 
The nature and scope of the claims now being heard by the Commis- 
sion are set forth in section 2 of the act, which provides in part: 

The Commission shall hear and determine the following claims against the 
United States on behalf of any Indian tribe, band, or other identifiable group of 
American Indians residing within the territorial limits of the United States or 
Alaska: (1) Claims in law or equity arising under the Constitution, laws, treaties 
of the United States, and Executive orders of the President; (2) all other claims 
in law or equity, including those sounding in tort, with respect to which the claim- 
ant would have been entitled to sue in a court of the United States if the United 
States was subject to suit; (3) claims which would result if the treaties, contracts, 
and agreements between the claimant and the United States were revised on the 
ground of fraud, duress, unconscionable consideration, mutual or unilateral mis- 
take, whether of law or fact, or any other ground cognizable by a court of equity; 
(4) claims arising from the taking by the United States, whether as the result of 
a treaty of cession or otherwise, of lands owned or occupied by the claimant 
without the payment for such lands of compensation agreed to by the claimant; 
and (5) claims based upon fair and honorable dealings that are not recognized by 
any existing rule of law or equity. No claim accruing after August 13, 1946, shall 
be considered by the Commission, 

As indicated above, this is not the first congressional committee to 
concern itself with the relations between Indian tribes and attorneys. 
In 1873, for example, the House Indian Affairs Committee published 
a 742-page report on the frauds committed by attorneys on Indian 
tribes. ‘The tribal-attormey relations uncovered in the report of that 
House committee are singularly applicable to the situation uncovered 
by this subcommittee some 80 years after its publication. That 
committee reported: 

Great frauds and wrongs have been committed with impunity in the past by 
means of exorbitant and fraudulent contracts for nominal services as attorneys, 
obtained by persons more or less familiar with the management of the Indian 
Office, either as agents or attorneys, by which the Indians were the sufferers, and 
which have caused much bad feeling and distrust between them and our Govern- 
ment and people, and greatly retarded the progress of the Indians in a civilization 
that they doubted. 


1H, Rept. No. 98, 42d Cong., 3d sess., 1873, p. 2. 
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In the 1934 hearings before the Senate Committee on Indian Affairs 
on the proposed legislation from which the Indian Reorganization Act 
was derived, Senator Ashurst of Arizona stated: 

We cannot be oblivious to the fact that in recent years we have been confronted 
with evidence leading almost to a scandal of attorneys going out and getting con- 
tracts and propagandizing the tribe. We have met it here in this city. I think 
a contract to employ counsel and stir up litigation and all that sort of thing 
ought to be not only reviewed but approved by the Secretary of the Interior.? 

Senator Wheeler of Montana, cosponsor of the legislation, also 
commented: 

* * * it is a well-known fact here that in this city it has been somewhat of 
a racket with some lawyers and people going out and getting cases from Indian 
tribes and going out there chasing around the country and having solicited such 
business among various tribes.’ 

Congress has vested the supervision of Indian attorney contracts 
in the Secretary of the Interior, and this authority has in recent years 
been delegated to the Commissioner of Indian Affairs by Depart- 
mental Order No. 2508 (14 F. R. 258). The authority and responsi- 
bility of these administrative officers with respect to Indian attorney 
contracts is prescribed in the following statutes: 

1. Section 81 of title 25 of the United States Code (sec. 2103 of the 
Revised Statutes) provides, in pertinent part, that: 

No agreement shall be made by any person with any tribe of Indians * * * 
for the payment or delivery of any money or other thing of value * * * in 
consideration of services for said Indians relative to their lands. * * * 
unless, in addition to meeting certain formal requirements, such agree 
ment is approved by the Secretary of the Interior. 

2. Section 16 of the Indian Reorganization Act of July 18, 1934 
(48 Stat. 984, 987; 25 U. S. C. 476), provides for the adoption of 
constitutions by Indian tribes, and further provides that such consti- 
tutions vest in the tribe or its tribal council the right to— 
employ legal counsel, the choice of counsel and fixing of fees to be subject to the 
approval of the Secretary of the Interior. * * * 

3. Section 15 of the act of August 13, 1946 (60 Stat. 1049; 25 
U.S. C. 70-70v), which established the Indian Claims Commission 
and authorized it to hear and determine claims of Indian tribes 
against the United States, provides that the attorneys practicing 
before the Commission and representing such tribes as shall have been 
organized pursuant to section 16.of the Indian Reorganization Act 
shall be selected pursuant to the constitutions of such tribes, and 
provides that the employment of attorneys for all other claimants 
shall be subject to the provisions of section 81 of title 25 of the United 
States Code. 

On June 24, 1952, this subcommittee submitted an interim report 
to the Senate Committee on Interior and Insular Affairs for the 
purpose of expressing four convictions: 

(1) That the Secretary of the Interior, as trustee for the Indians, 
should exercise diligently the responsibility imposed by the Congress 
of reviewing attorney contracts with Indian tribes, and not in a 
fashion which would merely rubber-stamp proposals submitted by 
Indians or attorneys. 


? Hearings on S. 2755 and S, 3645, 73d Cong., 2d sess., 1934. 
‘Ibid., p. 246. 
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(2) That the Secretary of the Interior should take vigorous action 
to dispose of pending contracts, approving those which are proper 
and disapproving those presented by attorneys whose conduct has 
been improper. 

(3) That the American Bar Association should review the sub- 
committee’s files, for such action as it deemed proper. 

(4) That if there is to be a change in the responsibility for the 
approval of these Indian contracts, the Congress, which placed the 
responsibility on the Secretary of the Interior, should be the agency 
which changes that responsibility and in so doing must find an ade- 
quate substitute to protect the rights of Indians against unscrupulous 
activities of the unethical attorney. 

The subcommittee believed that it was necessary to issue an interim 
report in order to express its views on the necessity for prompt action 
on Indian attorney contracts and prompt disposition of Indian 
legal business. As a result of the many charges and contentions 
presented, the subcommittee also believed that it would be helpful to 
express some tentative findings for administrative consideration. On 
the basis of the record to the date of the interim report the subcom- 
mittee concluded that there is evidence that there has been extensive 
solicitation of Indian legal business in violation of the canons of 
professional ethics; that there have been serious breaches of faith 
with the Indians involving overcommitments by attorneys and 
culminating in systems of broke ‘rage of claims to the detriment of the 
Indians; that there have been repeated instances of professional 
misconduct involving the encroachment on the employment of other 
attorneys, with the Indians relegated to the role of mere pawns in the 
contest, as attorneys of the tribe’s own choosing have been pressured 
out; that there kaee been wanton violations of contract provisions by 
attorneys, predicated upon the unsophistication of some Indian tribes; 
that there have been flagrant misrepresentations of fact by attorneys 
to the Indians and the “public; and that Indian organizations have 
been used as fronts by attorneys to promote their own interests. 

The aim of the subcommittee has been to review the administration 
of the legislation relating to Indian attorney contracts in order to 
determine the value of existing legislation and the desirability of pos- 
sible revisions thereof. Throughout its investigation the paramount 
purpose of the subcommittee has been to determine the manner in 
which the welfare of the Indian tribes, for which the Federal Govern- 
ment is reaponsible; is affected by their relations with attorneys. In 
the course of the investigation it has been revealed that the canons of 
professional ethics have been violated. To the extent that such 
violations adversely affect the welfare of Indian tribes, they are 
discussed in this report. 

This report outlines some, but by no means all, of the case histories 
of the subcommittee’s investigations. These case histories indicate to 
the subcommittee the present obvious necessity of maintaining in the 
Secretary of the Interior and the Commissioner of Indian Affairs the 
existing statutory supervision over relations between attorneys and 
Indian tribes. 

Toward the close of the investigation the subcommittee uncovered 
new evidence which should be pursued. This new evidence indicates 
that a group of attorneys throughout the United States has formed 
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a complex organization to represent a large number of tribes before 
the Indian Claims Commission. The subcommittee believes that 
this new evidence should be pursued to ascertain the extent, if any, 
to which the interests of the tribes affected may have been prejudic ed 
by the activities of this group or any of its members in obtaining 
and allocating this Indian legal business. Because Senate Resolution 
241, Eighty-second Congress, obligates the committee to report to 
the Senate on or before January 13, 1953, the subcommittee did not 
have time to probe adequately into such new evidence. The sub- 
committee believes, however, that it is important to the welfare of 
the Indians that this facet of the investigation be continued. 


I. ACTIVITIES OF JAMES E. CURRY 


The first 6 months of the subcommittee’s investigations were 
concerned principally with the activities of Mr. James E. Curry, of 
Washington, D. C. Mr. Curry, who at one time was employed 
by the Bureau of Indian Affairs, practiced law in Puerto Rico until 
shortly after the passage of the Indian Claims Commission Act. 
He subsequently became the attorney for a very large number of 
Indian tribes, and has served as general counsel of the National 
Congress of American Indians, an association of Indians with offices 
in Washington, D. C. 

At the first session of the hearings Hon. Dillon S. Myer, Com- 
missioner of Indian Affairs, laid before the subcommittee the sub- 
stance of .the charges of misconduct cited in the introduction of this 
report. Although Mr. Myer mentioned no names, Mr. Curry im- 
mediately countered that he was the target of the charges, and 
consumed several days of the subcommittee’s hearings in an attempted 
defense of his conduct. The record reveals, however, that the charges 
made by Commissioner Myer were more than adequately borne out 
with respect to Mr. Curry. 

Solicitation 

The record indicates that Mr. Curry has very actively solicited 
contracts for Indian legal business throughout the United States and 
Alaska. These contracts have been of two types: contracts for the 
prosecution of claims under the Indian Claims Commission Act, and 
contracts for performance of other services as general counsel. Mr. 
Curry has, by methods both open and devious, repeatedly violated 
canon 27 of the Canons of Professional Ethics which provides in part: 

It is unprofessional to solicit professional employment by circulars, advertise- 


ments, through touters or by personal communications or interviews not war- 
ranted by personal relationships. 


The following are but a few examples of Mr. Curry’s activity in 
_ regard: . 
Members of the Jicarilla Apache Tribal Council declared that 
in 1047 Mr. Curry ‘‘came to the reservation unannounced and not at 
our request,” and negotiated an attorney contract. Mr. Roy Mobley, 
of Alamogordo, N. Mex., a former associate of Mr. Curry, also testi- 
fied that he accompanied "Mr. Curry to this reservation for the purpose 
of soliciting a contract. With Mr. Curry and Mr. Mobley at the 
time was Mr. Chester Faris, of Albuquerque, N. Mex., a former 
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superintendent of the Jicarilla Reservation, an official of the Indian 
Rights Association, and a person very much respected by the Indians 
for his lifetime of service in their behalf. According to Mr. Moble 1, 
Mr. Curry wanted Mr. Faris along because his appearance would be 
suflicient to induce the Indians to give favorable consideration to 
Mr. Curry’s overtures. Mr. Faris testified that during this trip Mr. 
Curry paid not only for the use of Mr. Faris’ car, but also for his livi ing 
expenses. Mr. Faris also testified that he accompanied Mr. Curry 
to a number of other southwestern reservations, including the San 
Carlos, Fort Apache, Papago, Salt River-Pima Maricopa, and Fort 
McDowell Reservations. 

It further appears that during his trip with Mr. Faris, Mr. Curry 
proposed a violation of canon 34 “of the Canons of Professional Ethics, 
which provides: 


No division of fees for legal services is proper, except with another lawyer, 
based upon a division of service or responsibility. 


Mr. Faris testified to the effect that Mr. Curry suggested that the 
attorneys would be willing to give Mr. Faris a percentage of such fees 
as they might derive from their Indian contracts. Mr. Faris told 
Curry ‘he was not interested in such an offer. 

2. As mentioned above, Mr. Curry has for several years been gencral 
counsel to the National Congress of American Indians. The “Tecord 
reveals quite clearly that Mr. Curry has abused his position in that 
organization to further his own personal ends. Chief William Fire 
Thunder, of Allen, S. Dak., a former vice president of the NCAT and 
formerly chairman of the Oglala Sioux Tribal Council, has, by affidavit 
dated February 15, 1952, declared: 


that since the inception of the National Congress of American Indians a free legal 
aid department was to be maintained for the less fortunate tribes. It was for 
this purpose that James E. Curry was hired by the NCAT at $2,500 per annum. 
Some of the tribes do not have sufficient income to be able to afford the cost of 
legal counsel. It was tribes of this sort the NCAI expected Mr. Curry to help. 
For example, one of the first tribes to appeal to the NCAT for free legal aid was the 
Pyramid Lake group; however, after Attorney Curry and Mrs. Ruth Bronson of 
the NCAT visited this group, Mr. C urry secured a contract with the tribe instead 
of furnishing this service on his NCAI contract thus saving the NCAI any cost. 
This is just one example of one unfortunate tribe which appealed to the NCAT for 
free legal aid only to have Curry wind up with a contract to represent that tribe. 


Chief Fire Thunder went on to say that: 


this free legal aid bait was held out to the various tribes, including the Alaskan 
tribes, for the purpose of inticing [sic] membership in the NCAT and later feathering 
the nest of one James E. Curry. The Alaskan native delegates to the NCAI 
Bellingham convention were bitter and hostile to the NCAT because of this false 
front. At least six or seven Alaskan native groups has [sic] been persuaded by 
Mr. Curry and Mrs. Bronson to negotiate attorney contracts with Mr. Curry 
under identical circumstances always arizing [sic] out of the free legal services bait. 


Chief Fire Thunder also stated that he left the NCAI during its 1950 
convention because he— 


became convinced that the National Congress of American Indians had ceased to 
be an all-Indian organization due to James E. Curry’s influence and dictation. 
At that convention I had . er a resolution to the resolution committee proposing 
the furloughing of James E. Curry for a year or two because of lack of finances. 
Curry promptly told me he would ‘retaliate by going to the nominating committee 
to have my name removed from all nominating ballots and committees. Curry 
carried through his threat and my name was removed as he wants only those men 
elected to office who bow down to his commands. 
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Mr. Roy Mobley, Curry’s former associate, testified that Curry 
allowed the use of his Washington office to Mrs. Bronson,‘ who at the 
time was executive secretary of the NCAI, and put her on his payroll. 
Mr. Mobley further testified that at a convention of the NCAI in 
Santa Fe it was boasted that their attorneys had operated a shuttle 
service to Alaska. It was during the time of the operation of this 
shuttle service that attorney contracts with Alaskan tribes were con- 
summated with the NCAI’s general counsel. In 1947 Mrs. Bronson 
carried out an extensive itinerary in Alaska and the dates on which 
various Alaskan tribes executed contracts with Mr. Curry were identi- 
cal with the dates of her visits to the tribal communities. Indeed, she 
herself has testified that she took contract forms along with her on 
these trips and that it was she who typed into these forms the designa- 
tion of Mr. Curry as attorney of record. 

Similar solicitations by Mrs. Bronson on Mr. Curry’s behalf have 
occurred with respect to the Mescalero Apache and Fort Berthold 
Indians. 

Mr. Joseph Garry, a member of the Coeur d’Alene Tribe of Idaho, 
wrote Curry requesting him to handle a tribal tax matter, and to make 
it a national issue, to “take it up in the name of the National Congress 
of American Indians.” At that time the tribe had an attorney con- 
tract with Mr. Kenneth R. L. Simmons, of Billings, Mont. Mr. 
Curry, knowing that Mr. Simmons was then the tribal attorney, 
nevertheless accepted the offer to represent the tribe and submitted 
a proposed contract to the tribe without prior consultation with Mr. 
Simmons. The proposed contract which Mr. Curry submitted pro- 
vided that he be engaged not as NCAI counsel, but in an individual 
capacity. The tribe refused to enter into the contract. 


3. In a telegram from Mr. Lester Roberts, grand secretary of 
the Alaska Native Brotherhood, an association of natives in Alaska, 
which Mr. Curry also purports to represent as general counsel, to Mr. 
Ewan Moses Naumoff, president of the Karluk Community Associa- 
tion, the following appears: 


3v reliable reports Karluk Reservation case will soon be appealed to Supreme 
Court. James Curry of 1016 Sixteenth Street NW., Washington, D. C., interest- 
ing [sic] in defending Karluk but cannot solicit you directly. Contact him or 
authorize me to forward your decision. Irecommend him highly. 


4. An adjunct of Mr. Curry’s solicitation of claims contracts has 
been his solicitation of general counsel contracts. His typical mode 
of operation has been to convince the tribes of the necessity and 
desirability of entering claims contracts with the understanding that 
payment of his fees and expenses would be contingent upon the re- 
covery of judgments in favor of the tribes, and then confronting them 

2 1 . . . . - 
with general counsel contracts providing for periodic payments of 
retainer fees and expenses. 

Members of the Fort Yuma Tribe have testified that when their 
delevati t 1947 renti is i i 

elegation to a 7 convention of the NCAI discussed their griev- 
ances stemming from an 1893 agreement with the Federal Government, 
‘ This is the same Mrs. Ruth Bronson whose activities, along with those of Mr. Curry, are described tn 
the 1949 report ofthe House Committee To Investigate the Federal Communications Commission (H. Rept. 
No 2479, 80th Cong., 2d Sess., pp. 12-15), That committee found that Mr. Curry, while counsel for the 
ommunications Authority of Puerto Rico, had there used Mrs. Bronson by inducing her to write letters 
to members of the clergy and leading laymen throughout the United States complaining of alleged immoral- 
ity on the programs carried by private broadcasters in Puerto Rico. The committee found no evidence of 
such immorality and criticized Curry’s indulging in such propaganda activities. The committee further 


found that Mrs, Bronson had never even been in Puerto Rico, and that Curry or his 
In 8. ‘ " > employees had fur- 
nished to her much of the material used in these letters. . = 
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the delegation was approached by Mr. C. M. Wright, of Tuscon, 
Ariz., then one of Mr. Curry’s associate attorneys, who represented 
to them that he would shortly propose a contract with the tribe 
covering their claims against the Government. ‘The proposed contract 
subsequently presented to the Indians, which provided for Mr. Curry 
as attorney of record and Mr. Wright as an associate attorney, was 
not one merely for the prosecution of the tribe’s claims against the 
Government, but was a combination claims and general counsel 
contract, calling for general counsel services over a 10-year period 
and with only the provisions covering the claims work being on a 
contingent basis. The tribe rejected the contract, on the ground 
that there was no need for such general counsel service and, moreover, 
that they could not afford the expense. 

As noted below, Mr. Curry has been without the resources necessary 

for the proper handling of the enormous volume of legal work he has 
told the Indians he was quite capable of handling. It appears from 
the record that in order to facilitate the financing of these projects 
he has on several occasions induced tribes with whom he had negotiated 
claims contracts also to retain him as general counsel. Thus, Mr, 
Eric Hagberg, General Superintendent of the United Pueblo Agency 
of the Bureau of Indian Affairs, stated, in a memorandum dated 
February 3, 1949, just after the negotiation of the general counsel 
contract between the Laguna Pueblo and Messrs. Curry and Felix 
Cohen,® that in a conversation with Mr. John Sarracino, governor 
of the pueblo, and Mr. Abel Paisano, a former governor of the All- 
Pueblo Council, he and Mr. William Brophy of Albuquerque, N. Mex., 
an Indian Bureau attorney, were told that: 
* %* * the general counsel contract was made as a side agreement with Cohen 
and Curry in orde: to get Mr. Curry to take the claims contract. We were told 
by John Sarracino and Abel that when the claims contract was discussed with 
Mr. Cohen he advised the Lagunas that Mr. Curry was a good man but had so 
much business that in order to get him to take the claims contract a little reim- 
bursement would be necessary. This was arranged for through the side agreement 
and as a result we have the general counsel contract. This cleared up for Mr. 
Brophy and me one of the causes for the confusion in the Laguna Pueblo. 

At our meeting on December 9, 1948, we were aware that the officials had diffi- 
culty in distinguishing between the general counsel contract and the claims con- 
tract. This explains that difficulty. John and Abel also asked us, ‘What will 
happen to our claims contract if we pull out of the ge ‘neral counsel contract? 
This kind of concern worried both John and Abel. * * +* 


It further appears that Mr. Curry and his associates have in solicit- 

ing claims contracts used these contracts as devices to obtain retainers 
as general counsel. In a letter dated October 26, 1947, to Superin- 
tendent Guy Hobgood of the Jicarilla Agency, Curry stated: 
* * * my relationships with the Apaches should not be strictly limited to 
claims work. If there is anything else that I can do to be helpful, I want you to 
be sure to callon me. Later, perhaps, the Indians will want to negotiate a general 
representation contract with me. I said nothing about this at the time of my 
visit because I felt that it was most desirable for them first to get acquainted 
with me. 


Three officials of the Jicarilla Tribe have signed an affidavit declaring 
that Mr. Curry’s then associate, Mr. Henry Weihofen, of Albuquerque, 
N. Mex., “came up to Jicarilla to see us about a general counsel 
contract but we had not asked him to come up. He asked about $200 


§ Associate Solicitor of the Department of the Interior until 1948; now Washington partner of the New 
York City law firm of Riegelman, Strasser, Schwarz & Spiegelberg. 
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a month fee. He told us he was working with Mr. Curry on the claim. 
We did not sign the contract.” 


B. Claims brokerage and nonperformance of contracts 

As a result of the activities described above and elsewhere in this 
report, Mr. Curry has secured more than 30 Indian claims contracts 
and more than a third of the existing general counsel contracts. Some 
lizht was shed on the scope and nature of Mr. Curry’s undertakings by 


Mr. Ralph Case, of Washington, D. C., an attorney for a number of 
Sioux tribes. Mr. Case testified: 


Mr. Curry told me that some time back, he did not specify the time, he and 
Mr. [Felix] Cohen and others unnamed by Curry had a gentlemen’s agreement to 
secure contracts with many Indian tribes that he, Mr. Currv, had gone to the 
field and had made arrangements with a very substantial number. He said the 
objective was not less than 50 contracts; that upon the contracts being made and 
approved Mr, Cohen would resign from the De partment of the Interior and he, Curry, 
and Mr. Cohen would join in a pool of the contracts, no matter how many, and would 
sublet to the attorneys in various cities and the attorneys so selecied would do the 
“leg work,” as he used that term; and that there would be a very large amount of 
attorney fees. [Emphasis supplied.] 

He mentioned that if he had been let alone with the Alaska contracts alone, 
he could have made at least a million dollars out of those contracts. 

He also stated that Felix, as he referred to Mr. Cohen, Felix’s ‘“uncle’—I 
understood that word to mean not a blood relative but a backer, such as the word 
“angel”? is used in respect to theatrical production, he used the word ‘‘uncle,” 
and this ‘‘uncle’”’ had put up a thousand dollars a month for Mr. Curry’s expenses 
in connection with the obtaining of the contracts. 


Mr. Curry has boasted before the subcommittee that he has ‘‘ade- 
quate facilities to handle every bit of law business’”’ he has obtained. 
However, it appears that the ‘only substantial financial backing that 
Mr. Curry has ever been able to obtain to pursue his Indian legal 
work was supplied by his former associates, Messrs. Jonathan Bing- 
ham and Henry Cohen of New York City. This association, w hich 
was formed in the latter part of 1947, came to an end in 1948, and it is 
quite apparent that the representations he subsequently made to the 
Indians during the course of his solicitations that he could adequately 
manage the enormous volume for which he was contracting amounted 
to the perpetration of a gross fraud. The amount of time, money, and 
personnel required to handle adequately just one claims case can be 
staggering, and Mr. Curry appears completely unequipped to provide 
the necessary services. In an article appearing in the September 6, 
1952, issue of the Saturday Evening Post there is the following brief 
summary of the gigantic effort that the law firms put into the claims 
case of the Ute Indians over a period of 13 years and which ultimately 
resulted in a judgment of over $31,000,000: 

Mountains of obscure old State papers, of diaries, letters, reports, boundary 
maps, many of them requiring months of scholarly detective work to unearth, 
had to be winnowed. Every scrap of material in the National Archives referring 
to the Utes—36,400 items in all—was microfilmed. A single phase of the case— 
determining the value of the land in issue—turned into the longest continuous 
hearing ever clocked in the Court of Claims. Covering 10,281 pages of testimony 
and 1,259 exhibits, it lasted 16 weeks. Both * * * [one of the Ute attor- 
neys] ‘and De partment of Justice attorneys, upon whom devolves the duty of 
defending Uncle Sam against lawsuits, had to maintain large offices in Grand 
Junction, Colo., seat of the proceedings. * * * 

Mr. Curry has, himself, admitted on several occasions that he has 
overextended himself. He wrote to members of the Jicarilla Tribe 
that the task of preparing their claims was ‘‘too big for me to handle 
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alone,” and admitted to his associate, Mr. Mobley, that it was true 
he was “overloaded with contracts and did not have the resources to 
prosecute them properly.” Moreover, Mr. Curry has assigned or 
attempted to assign his responsibilities under the bulk of these con- 
tracts to other attorneys while retaining for himself a substantial 
portion of the fees. Mr. Curry’s extensive and unusually successful 
efforts at soliciting, by whatever means have appeared expedient, the 
contracts of unsuspecting Indian tribes throughout the Nation has in 
short been sheer claims brokerage. 

As a result of Mr. Curry’s conduct, the tribes have suffered and 
their members have bitterly complained. Not only the Indians but 
several attorneys formerly associated with Mr. Curry have stated that 
he has neglected to perform the services expected of him. For 
example, Mr. William L. Paul, Jr., an attorney from Juneau, Alaska, 
formerly associated with Mr. Curry, in writing to Mr. Joe Williams, 
president of the Alaska Native Brotherhood, and explaining why he 
was withdrawing from his contracts with Alaskan Indians, declared: 

I believe your lawvers have been negligent in prosecuting the land suit. The 
case was first filed in October 1947. There has been no substantial progress 
since then, although there should have been. Other land suit cases have been 
filed since then, but the chief attorney [Curry] gives not the slightest indication 
that he desires to push them 

Mr. Paul’s statement is corroborated by a letter dated November 
5, 1952, to the subcommittee counsel from the clerk of the Court of 
Claims, stating that since 1950 no official action has been taken by 
the Indians’ counsel in connection with the prosecution of the case 
of the claims of the Tlingit and Haida Indians in the Court of Claims. 
The docket entries of the Court of Claims show that on April 25, 
1950, the Indians’ counsel filed a stipulation and on July 24, 1950, 
filed an amendment thereto. On August 11, 1950, following the 
filing by the United States of a motion to strike the stipulation the 
plaintiff filed objections to this motion, and on August 16, 1950, the 
motion to strike was overruled. On November 2, 1951, the case was 
referred by the court to a hearing commissioner and the parties so 
notified. The clerk of the court stated that he has ‘been unable to 
find a record of any action by Mr. Curry, or request by him for action, 
other than appears in the docket entrires * * *.” Officials of 
the Department of Justice are of the opinion that Mr. Curry has 
abandoned the case. 

A similar complaint was registered by Mr. Curry’s former law part- 
ner, Mr. Jonathan Bingham, Mr. Curry, Mr. Bingham, and Mr. 
Henry Cohen had jointly entered into a number of claims contracts, 
but in time the latter two attorneys found themselves unable to 
further associate with Mr. Curry. They attempted to reach an agree- 
ment with him whereby they would surrender all their rights in these 
contracts except for a contingent interest to the extent of advances 
($40,000) they had made in preparation of the Tlingit and Haida, 
Mescalero, and Paiute cases. In a letter dated December 13, 1950, 
to Dillon S. Myer, Commissioner of Indian Affairs, in which Mr. 
Bingham complained of his inability to reach an agreement with 
Mr. Curry, Mr. Bingham stated that: 

We have learned from attorneys who are working with Mr. Curry—until now 
without compensation—that. while some progress has been made on research in 
Washington, the cases are at a standstill generally because of lack of funds to 
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carry forward either the necessary investigations outside of Washington, or the 
hearings which should have been under way long before now. 

It is our view that, so long as Mr. Curry refuses to come to an agreement with 
us, he will be unable to obtain the financial assistance necessary to go forward with 
the cases. If such an agreement is made with us, however, we stand ready to 
assist in interesting other attorneys who could carry the cases along financially, 
and believe that we could readily do so if Mr. Curry were ready to make an 
appropriate agreement covering the control and conduct of the cases. 

Such inaction resulting from his overcommitments threatens seri- 


ously to jeopardize the claims of many of Mr. Curry’s Indian clients. 
C. Interference with employment by tribes of other attorneys 


In numerous instances Mr. Curry has influenced tribes not to em- 
ploy or to discontinue the employment of an attorney previously 
selected by the tribe. In other cases Mr. Curry has engaged in pro- 
tracted disputes with other attorneys associated with him on tribal 
contracts. Not only has such conduct been in violation of the Canons 
of Ethics of the legal profession but has resulted in serious neglect of 
the legal affairs of many tribes. The following examples typify Mr. 
Curry’s conduct in this regard: 

1. The Indians of the Fort Berthold Reservation of North Dakota 
had contracted with Mr. Ralph Case to represent them before Con- 
gress with respect to the compensation they were to receive for the 
taking of their land under the Garrison Dam project. Mr. Carl 
Whitman of Elbowoods, N. Dak., a member of the Fort Berthold 
Tribal Council, testified that Mrs. Ruth Bronson of the National 
Congress of American Indians referred him to Mr. Curry, that Mr. 
Curry disparaged the work of Mr. Case and offered the services of 
what he asserted to be his own ‘“‘very efficient law firm.” Mr. Curry 
was subsequently hired by the tribe in addition to Mr. Case. Al- 
though Mr. Curry testified that he was brought in as an attorney for 
these Indians at Mr. Case’s request, Mr. Whitman testified that it 
was not until after Mr. Curry was hired by the tribe that Mr. Case 
was informed of his employment. Mr. Case testified that after he 
became aware of Mr. Curry’s negotiations with the tribe he did sug- 
gest that Mr. Curry be brought into the contract, but only to pre- 
clude any dispute between the attorneys which might have jeopardized 
the Garrison Dam claim. 

2. Mr. W. W. Keeler, of Bartlesville, Okla., principal chief of the 
Cherokee Nation, a vice president of the Phillips Petroleum Corp. 
and a director of the Refining Division of the Petroleum Administra- 
tion for Defense, testified that at the time the Cherokees were under 
contract with a group of Oklahoma attorneys to handle his tribe’s 
claims Mr. Curry approached him at an NCAI meeting in Denver 
in an attempt to obtain the tribe’s claims work. Mr. Keeler stated 
that he resented this action by Curry, since he felt that Curry was 
trying to “horn in and possibly to question our judgment on our 
attorneys, and I did not consider it proper for him to make his offer’. 

Comparable conduct was engaged in by Mr. Curry with respect to 
the attorneys for the Laguna, Mescalero, Chiricahua, Jicarilla, and 
Salt River Pima Indians. 

In this regard, the subcommittee notes that canon 7 of the canons 
of professional ethics provides: 


Efforts, direct or indirect, in any way to encroach upon the professional employ- 
ment of another lawyer are unworthy of those who should be brethren at the bar; 
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but, nevertheless, it is the right of any lawyer, without fear or favor, to give proper 
advice to those seeking relief against unfaithful or neglectful counsel, generally 
after communication with the lawyer of whom the complaint is made. 

D. Violations of contracts 

The record reveals a number of violations by Mr. Curry of his 
Indian contracts. Examples are summarized below. 

A provision of the contract between Mr. Curry and the Tlingit 
and Haida Indians of Alaska allows him reimbursement for expenses 
incurred ‘only from the amount of any sums recovered for the In- 
dians.”” Another section provides for the collection of voluntary con- 
tributions from the Indians, but requires, among other things, that 
Curry obtain the advance consent of the Secretary of the Interior and 
that such contributions be deposited with the Bureau of Indian Affairs 
for subsequent disbursement. The contract further provides that any 
contribution solicited or received directly or indirectly in violation of 
the provisions of the contract will operate to terminate the interest of 
the attorney in the contract. Despite these provisions of the contract, 
Mr. Curry collected money from his clients which had been raised by 
assessments on individual tribal families. Indeed, the grand secretary 
of the Alaska Native Brotherhood, Mr. William Paul, Sr., of Juneau, 
Alaska, has testified that Curry used this organization as a means of 
raising ‘these funds and bypassing the Indian Bureau. 

2. In several instances Mr. Curry has assigned the responsibilities 
under his contracts without even obtaining the consent of his clients. 
For example, Mr. Roy Mobley, who was associated with Mr. Curry 
as counsel for the Mescalero Apaches, testified that when the Indian 
Claims Commission came to that tribe’s reservation to conduct 
hearings Mr. Clarence C. Lindquist, of Duluth, Minn., appeared and 


announced that Mr. Curry had turned the claim over to Mr. Lindquist 
and his partner, Mr. Jay Hoag, also of Duluth, Minn. Mr. Mobley 
stated that the Indians approached him and ‘‘wanted to know what 
he (Lindquist) had to do with their contracts.” Furthermore, Mr. 
Mobley stated that he himself had not been apprised of this assign- 
ment and that Mr. Lindquist was not aware of Mobley’s association 
with Curry. 


E. Misrepresentations 

One of the most reprehensible aspects of James Curry’s conduct 
has been his failure to deal candidly with the facts. He repeatedly 
has uttered what are-manifestly deliberate factual misrepresentations 
and distortions, not only to the subcommittee and to the general 
public but also to the Indian clients who had reposed their trust and 
confidence in him. “Mr. Curry in perpetrating his untruths has gone 
so far as to use Indians as “fronts” to sign propaganda letters drafted 
by him. One such letter, dated February 16, 1952, bearing the 
signature of Mr. Avery Winnemucca, of Nixon, Nev., chairman of 
the Pyramid Lake Tribal Council, is replete with distortions and 
falsehoods attacking the conduct of these hearings and members of 
this subcommittee.” Similarly, Curry persuaded Mr. Rufus Sago, a 
member of the business committee of the Mescalero Apache Tribe of 
New Mexico, to authorize the use of his signature on a letter which 
* During the course of the hearings, and while Mr. 7 ——— ca was present, a copy of this letter w is 


resented to the subcommittee by Mr. William Paul, , grand secretary of the Alaska Native Broth 


ood. At this point, after a whispered conversation with ‘Mr. Curry, Mr. Winnemucca precipitately left 
the hearing room. 
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Curry had distributed to Indian Jeaders throughout the country. 
Mr. Sago appears to have been scarcely aware of the contents of the 
letter. The following are but a select few of a host of episodes in 
which James Curry has grossly misstated the facts. 

i. A large number of Pueblos had claims contracts with the “joint 
efforts’”’ group of law firms, the activities of which are more fully de- 
scribed below. On August 22, 1951, one of their attorneys, Mr. 
Marvin Sonosky, of Washington, D. C., reported to the then chief 
counsel of the Bureau of Indian Affairs, Mr. Edwin E. Ferguson, 
that a draft of their petition to the Indian Claims Commission had 
been given to Mr. Curry, who was then representing the Pueblo of 
Laguna. An examination of the petitions filed by Mr. Curry and by 
the “joint efforts” group has revealed that substantial portions of Mr. 
Curry’s petitions as originally filed were amended by pasting copies of 
large sections of the “‘joint efforts” draft over portions of his original 
petition. It appears that Mr. Curry made these changes late in the 
afternoon of August 10, 1951, at the office of the clerk of the Indian 
Claims Commission, and kept the clerk overtime by insisting that the 
changes had to be made that day. The “joint efforts” petition was, 
significantly, filed the next day, August 11, and it was at that time 
already in printed form. Mr. Sonosky’s complaint to the Indian 
Bureau was based on his apprehension that by virtue of Curry’s 
earlier filing it would appear that the “joint efforts” group had plagi- 
arized Curry’s petition. When asked by the committee to comment 
on this matter, Mr. Curry asserted that he had not seen the “joint 
efforts” petition. It must be concluded, however, that James Curry’s 
reply was a deliberate misrepresentation of fact, since, in addition 
to the evidence noted above, substantia! portions of the “joint efforts” 
petition appear verbatim in the amended portions of Mr. Curry’s 
petition. 

2. Mr. Nathaniel Ely, of Silver Spring, Md., an attorney for the 
Northern Development Co., a firm which had applied to the Bureau 
of Land Management for oil and gas leases in southeastern Alaska, 
testified that protests against the granting of such leases were filed 
with that Bureau by William Paul, Jr., an attorney for the village 
of Yakutat, on the ground that the Indians of that village had a 
possessory claim to the lands to be leased. Mr. Ely subsequently 
entered negotiations with Mr. Curry, who was associated with Mr. 
Paul as counsel for this village, and with Mr. James Craig Peacock, 
of Chevy Chase, Md., who represented Indians with an overlapping 
claim. In order to effect a settlement, an oral understanding was 
reached by the parties whereby in consideration of withdrawal of the 
protests the Indians would receive a cash payment and a portion of 
such proceeds as the company might realize from its leases. However, 
Mr. Ely testified that subsequent to their reaching this understanding 
Mr. Curry approached him with objections to the arrangement agreed 
to, insisting that the parties represented by the other attorney should 
not participate in the payment and further insisting that he personally 
was entitled to some portion of the payment to be made by the 
Northern Development Co. “for a fee in advance of the distribution 
of the balance of the funds to attorneys and/or clients.” Mr. Ely 
declared that an understanding was eventually reached whereby Mr. 
Curry would receive such a fee and in the amount of $1,500. He told 
Mr. Ely that he would have to wire the mayor of the Indian village 
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for authority to enter the contract, and requested permission to charge 
the expense of the telegram to Mr. Ely’s office, which request was 
granted. The telegram from Curry to the mayor, dated May 30, 1952 
noted that Ely had made a new proposal, and then stated that Mr. 
Ely and the other attorney ‘‘are offering me personally an allotment 
of $1,500 cash out of the down payment which I consider to be an 
offer of a bribe and which of course I will not accept.”” Curry further 
advised the mayor: “Tf you want to telephone me collect about this 
matter, you may do so”; and instructed him to have the cost of the 
call charged to Mr. Ely’s phone number. Mr. Ely testified that he 
subsequently told Curry that “never in all my years of law practice 
have I ever encountered anybody, particularly a member of the bar, 
who would do anything like that. ee 

3. Mr. Curry had a contract with the Caddo Indians of Oklahoma 
to prosecute their claims against the United States before the Indian 
Claims Commission. Under the Indian Claims Commission Act such 
claims had to be filed with the Commission by August 13, 1951. 
Under this contract payment by the tribe of expenses incurr ed by the 
attorney was contingent upon successful prosecution of the claim. 
Although Mr. Curry asserted he could not remember saying so, the 
chairman of the tribal council, Mr. Lloyd Townwin, stated that just 2 
months prior to this deadline Mr. Curry told his clients that expenses 
of filing the claim should be borne by them and not the attorney and 
indicated that it would be “illegal” for him to bear such expenses. 
Thereupon the tribal council levied an assessment on each of the 
tribal members to raise the necessary funds. 

4. Only a few days prior to these dealings with the Caddo Indians 
Mr. Curry applied similar pressure on the Laguna Indians. His 
general-counsel contract with the tribe provided for a monthly 
retainer of $75 plus certain expenses, but his claims contract had both 
contingent-fee and contingent-expense provisions. Mr. Curry induced 
the tribal council to adopt a resolution agreeing to relieve him of his 
duties under the general-counsel contract and at the same time 
agreeing to modify the claims contract by providing for payment 
under it of a $75 monthly retainer plus a maximum of $500 expenses 
per year. Mr. Henry Weihofen, who is Curry’s brother-in-law and a 
professor of law at the University of New Mexico, and who was asso- 
ciated with Mr. Curry at the time, upon hearing of this action, wrote 
Curry: 

Although I have tried not to admit it even to myself, I have known in my 
heart for some time that your principles and methods do not accord with mine. 
But your recent effort to mislead the Laguna Council with a grossly bad bargain 
makes it impossible for me any longer to explain or justify your conduct. 

Without advising your associates, and without prior notice even to your clients, 
the Lagunas, you suddenly confront them with a radical revision of their existing 
contracts, by which they would have to pay more for less service. * * * 

Then, to leave nothing undone to brand your conduct as wholly contemptible, 
you tell me that you had nothing to do with this resolution; that the Indians 
acted of their own accord, and that your presence at the council meeting was 
purely coincidental. Why vou felt impelled to tell such a lie, Ido not know. You 
did not really expect it to deceive me or anyone else. 

Similarly, members of the Fort Berthold Tribe have testified that 
Mr. Curry neglected to prepare that tribe’s claims case, although he 
had promised to do so and the Indians were relying upon him. At a 
meeting held several months before the deadline for filing claims with 
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the Indian Claims Commission, one of the tribal members, Mr. Sam 
Matthews, asked Curry: “Have you made any move concerning our 
claims?’”’, and his response was: ‘‘Not for $50 a month.” The tribe 
was compelled to seek legal services elsewhere. ‘They entered into a 
claims contract with another law firm which required an initial emer- 
cency payment of $5,000 to the firm. 

4. The record indicates that James Curry has instigated racial 
antagonisms among the Indians for the purpose of furthering his own 
ends. Gov. Ernest Gruening of Alaska testified that in November 
of 1950 James Curry told a meeting of the Alaska Native Brotherhood 
that “the white man is a trespasser here. ‘These lands have been 
stolen from you, and anything the white man gets is just so much by 
the grace of your kindness.” Governor Gruening testified that he 
later said to Curry: “This line that you propagate, that this land has 
been stolen from the Indians, * * * you know that is bunk; 
don’t you?” and that Curry replied: “Yes; but that is a good line 
and gets the sob sisters in the East.’”’ Although Mr. Curry denied 
having made such a statement, in view of his reputation and the 
tenor of his testimony throughout these hearings, the subcommittee 
has little reason to give credence to his denial, and particularly when 
he was contradicted by the Governor of Alaska, whose veracity is 
above reproach. 

Governor Gruening further stated that Curry’s charge of land thefts 
“had no basis whatsoever” and that “‘it is the most unfortunate thing 
to stir up racial prejudice, to stir up strife between the races at the 
very time when it is diminishing almost to the vanishing point.” 

5. Mr. Curry negotiated a contract on behalf of certain Alaskan 
communities with a firm known as the Timber Development Corp., 


whereby the latter would exploit certain timberlands in the Tongass 
National Forest of southeastern Alaska. Mr. Curry testified that 
most of the negotiations with the Timber Development Corp. “were 
handled largely by associates of mine, principally by Mr. Felix Cohen, 
who was then my associate. Mrs. Horn also worked on it, and 
Mr. Henry Roden. * * *”’ He added that the facts concerning 
the negotiations were ‘‘known by the people who handled them, 


? 


principally Felix Cohen.” At another point in the hearings Mr. Curry 
stated that a great deal of work involved in these negotiations “was 
done by people connected with my staff in Washington” and again 
named Mr. Felix Cohen. However, Mr. Milton Zaidenberg, of New 
York, principal organizer of the Timber Development Corp., has 
testified that he had ‘‘never dealt with Mr. Felix Cohen” and that 
he never met Mr. Cohen until after the contract was signed, and that 
the occasion of that meeting was not a business but a social affair. 
Similarly, Mr. Richard G. Green, also of New York, Mr. Zaidenberg’s 
attorney and the only party other than Mr. Zaidenberg who carried 
on the negotiations on behalf of the corporation, testified that he 
“never negotiated with Felix Cohen about these contracts.” 


II. JOINT EFFORTS 


While the subcommittee was engrossed in ascertaining the nature 
of Mr. Curry’s practice with Indian tribes, there was filed in the 
United States District Court for the District of Columbia, on April 5, 
1952, a case entitled “Louis Allen Youpe v. Arthur L. Strasser et al.’ 


S. Repts., 83-1, vol. 1-——-2T7 
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This case came to the attention of the subcommittee by reason of the 
serious nature of the allegations made in the complaint, and especially 
by dint of the fact that all of the defendants are lawyers who, with the 
exception of the firm of Riegelman, Strasser, Schwarz & Spiegelberg of 
New York, are members of firms representing one or more Indian 
tribes or groups before the Indian Claims Commission under the 
‘Soint efforts” agreement approved by a then Acting Commissioner of 
Indian Affairs on December 17, 1948. 

By terms of the “‘joint efforts’ agreement it is asserted that each of 
the signatory law firms will have been selected by a tribe, band, or 
identifiable group of American Indians for the presentation of the 
tribe’s claims; that in the investigation, formulation, filing, and prose- 
cution of the several tribes’ claims many questions of fact and law 
will arise which will be common to most or all of the claims; and, 
therefore, provision of joint facilities for the preparation of claims, 
and the proof in support thereof, would result in substantial savings 
to the member law firms and their tribal clients. In pursuit of this 
organizational objective, the law firms have designated one partner 
from each of three subscribing firms as a “‘committee’’; and have 
retained the law firm of Riegelman, Strasser, Schwarz & Spiegelberg 
as the coordinators and administrators, known as the ‘“‘associate attor- 
neys.”’ Upon the latter devolves the responsibility for supervising a 
special legal research staff for investigating and preparing the claims 
of the clients of member firms. 

An involved system of levies upon the 15 member firms representing 
more than 30 tribes provides for credits of $21,000 from each firm, 
with additional funds subject to call to be paid into a general expense 
account. Thereafter, each firm agrees to assign 75 percent of realized 
fees and 100 percent of expenses allowed to the lawyers by the Indian 
Claims Commission out of tribal judgments to a ‘‘pooled account”’ to 
be distributed pro rata to all participating firms, backers, and employ- 
ees after all claims cases are settled. 

In examining the files of the Department of the Interior, the sub- 
committee encountered a letter to the Solicitor of that Department 
from Assistant Attorney General Underhill of the Department of 
Justice, posing the issue that— 

* * * Tf the facts alleged [in the Youpe complaint] are true there would seem 
to have been @ very serious breach of professional ethics (see Jn re Ades, 6 Ked. 
Supp. 467). *. *. *%, 

The Assistant Attorney General set forth the allegations of the suit 
in the following language: 

The portions of the complaint to which we particularly desire to call your at- 
tention are those which allege in substance that the plaintiff, Youpe, solicited 
the claims of various Indian tribes or groups for and on behalf of the attorneys 
who are named defendants and that he ‘‘was instrumental in bringing attorneys 
into attorney-client relationship”? with some 13 tribes of Indians (par. 5) and that 
plaintiff was employed by the defendant attorneys to make efforts to bring to- 
gether as participants in the joint efforts agreement tribes of Indians and lawyers 
or firms of lawyers. in attorney-client relationship for the representation by the 
attorneys of the tribes before the Indian Claims Commission and elsewhere (par. 
11-a). 

The complaint further alleges that under his agreement with the defendant 
attorneys he was to be paid after September 17, 1947, the sum of $1,000 per month 
for living expenses and up to $3,000 per month for travel expenses in the field 
“when plaintiff was necessarily away from New York, negotiating contracts with 
Indian tribes and with attorneys” (par. 11-b (1)), and that upon approval of the 
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joint efforts agreement by the Commissioner of Indian Affairs plaintiff would 
thereafier receive (a) a salary of $20,000 per annum and actual expenses to begin 
on the date of the approval by the Commissioner of Indian Affairs of the joint 
efforts agreement, and to continue for a neriod of time equal to the period of the 
existence of the Indian Claims Commission; (b) that he was to receive a reasonable 
bonus upon the negotiation by him of each contract “between the participating 
attorneys and the Indian tribes’’; (c) a reasonable bonus upon the filing with the 
Indian Claims Commission of each tribal land eleim; (d) a reasonable bonus upon 
the filing with the Indian Ciaims Commission of each other tribal claim, and (e) a 
reasonable bonus upon the distribution of the pool to be created out of attorneys’ 
fees received from the successful prosecution of the claims (par. 11—b (2)). 

It is further alleged that as of December 24, 1948, the plaintiff had negotiated 
certain contracts with tribes of Indians and firms of attorneys, seven of which had 
been formally approved by the tribes and the attorneys and by the Commissioner 
of Indian Affairs (par. 13), and that during the vears 1948, 1949, and 1950 the 
plaintiff “negotiated a total of 15 attorney-client contracts between firms of 
attorneys and tribes of Indians, all of which were approved by the Commissioner 
of Indian Affairs pursuant to statute. The defendant attorneys representing 
these tribes entered into the joint efforts agreement and became obligated to 
carry out the terms of the contract with Youpe alleged in this complaint”’ (par.15). 

It would appear from the allegations of the complaint, therefore, that the efforts 
of plaintiff Youpe and the defendant attorneys are a part and parcel of the jolnt 
efforts agreement approved by the Commissioner of Indian Affairs on December 
17, 1948. (Letter to the Solicitor, Department of the Interior, from Assistant 
Attorney General Underhill, Department of Justice, May 19, 1952.) 


Upon examining the complaint before the district court, the sub- 
committee discovered that the plaintiff, Mr. Louis Allen Youpe, had 
informed the court that he is a Cree Indian who had enjoyed extensive 
contacts with and the confidence of numerous Indian tribes for many 
years in attempting to secure for them jurisdictional acts from the 
Congress to enable the tribes to obtain an adjudication of claims against 
the Government prior to the enactment of the Indian Claims Com- 


mission Act. Mr. Youpe had further alleged that: 


* * * As of September 29, 1950, the Commissioner of Indian Affairs had 


approved all but 1 of the 15 attorney-client contracts which plaintiff Youpe had 
negotiated for the attorneys (joint efforts) and the fifteenth contract was then in 
the hands of the Commissioner of Indian Affairs for approval. Coincident with 
this accomplishment by the plaintiff of the duties to negotiate contracts assigned 
to him by the attorneys, they arbitrarily and without cause, and over plaintiff’s 
protest, further reduced his salary to $500 per month (from $1,000 per month), 
beginning October 1, 1950, and at the same time informed plaintiff that his salary 
would not in any event continue beyond the summer of 1951. This conduct by 
the defendants, acting through Riegelman, Strasser, Schwarz & Spiegelberg, which 
so closely coincided with the final accomplishment by the plaintiff of the work of 
negotiating contracts between attorneys and tribes of Indians, and defendant’s 
failure to reduce the contract with plaintiff to writing, compelled plaintiff to seek 
advice of attorneys in an effort to protect his rights. * * * 


Mr. Youpe was requested to appear before this subcommittee, and 
he complied on June 24, 1952. The revelations of his testimony were 
such that & subpena was issued for Mr. Youpe’s records and files. 
These were exhaustively examined and some 388 exhibits from them 
were entered into the transcript of this subcommittee at hearings 
held on August 5, 6, and 7, 1952. Almost immediately the sub- 
committee encountered minutes of a joint efforts organizational 
meeting held on September 17, 1947, which was attended by repre- 
on of law firms in New York City, Newark, N. J., and Chicago, 
Pages 8 and 9 of these minutes contained the following entry: 


After discussion, it was also agreed not to change anv of the decisions reached 


with respect to the arrangements to be made with Mr. Youpe, except in the 
following two respects: 
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(a) Although Mr. Youpe is to be given his second monthly interim payment 
of $1,000 as soon as sufficient funds are received from the group, it was recognized 
that these interim payments would probably have to be increased if additional 
contracts were to be negotiated. This would require that each firm contribute 
monthly perhaps $200 or $300, instead of the $100 previously agreed upon; it 
would probably also require that these interim contributions continue beyond 
the originally agreed upon period of 3 months. It was agreed that this was a 
matter which should be worked out by the firm accepting. leadership of the 
project, and that the members of the group would be in accord with any reasonable 
arrangement made. 

(b) In view of the decision not to proceed with less than 20 tribes, Mr. Youpe’s 
annual salary would be $20,000 upon the effectiveness of the group arrangement. 
Hence, it was suggested that in drafting the contract between the group and Mr. 
Youpe, which contract would only be effective upon the effectiveness of the group 
agreement, Mr. Youpe’s salary should be stated to be $20,000. However, it is 
to be made clear to him that this would be decreased if the project were to go 
forward with less than 20 tribes. 

A further examination of the record of joint efforts in the possession 
of Mr. Youpe, revealed that under the direction of its first backer, Mr. 
Ralph Montgomery Arkush, and under the subsequent administration 
of the law firm of Riegelman, Strasser, Schwarz & Spiegelberg an 
amount in excess of $60,000 was funneled from these law firms through 
the hands of Mr. Youpe for the purpose of financing the solicitation 
of claims contracts with Indian tribes. Statements of disbursements 
were regularly submitted by Mr. Youpe to the Riegelman firm of 
joint efforts, and they were approved and paid. ‘These disburse- 
ments by Mr. Youpe included donations to individual Indians; enter- 
tainment and dinners for tribal councils; donations to bereaved fam- 
ilies (itemized as “Indian custom” in Mr. Youpe’s accounts); con- 
tributions to Kickapoo “Stomp” dance; donation to Sac and Fox 
“Pow-Wow”; “court expenses—Kickapoo tribal delegate in hoose- 


, 
gow’; “lunch—Mr. and Mrs. Harley Palmer and a loan of $3—met 
with Mr. Palmer to have him sign the letter reinstating th> contract 
with * * * [a joint efforts] firm’; donation to Sac and Fox woman 
to visit her husband in hospital ($10); Potawatomi dance donation; 
“employed William Newashe to obtain quorum and supervise trans- 
portation of voters for Sac and Fox Council ($50),” ete. 

After the joint efforts administrators had requested that Mr. Youpe 
itemize for incorporation into Government vouchers all expenses of 
solicitation for future levy against the tribes, he vigorously protested 
to the Riegelman firm that such expenditures could not be properly 
assessed against the tribes for legal services. Mr. Youpe said: 

This will refer to your letter of February 18 * * * 

Neither the Indian Bureau nor the Indian Claims Commission would sanction 
their repayment for the reason that they are not expenses connected with the 
preparation of the claims or their prosecution. 

My present expenses are out-of-pocket expenses agreed upon by the lawyers 
in the pool during the two conferences on September 12 and October 14, 1947. 
On the basis of these conference agreements I consented to renegotiate attorneys’ 
contracts. They are expenses exclusively for promotion and for the negotiation 
of contracts * * *, 

Below are briefed the experiences of a few—a representative 
sample—of the tribes which have signed claims contracts with joint 
efforts law firms: 


A. Kickapoo of Kansas 


Mr. Louis Allen Youpe first negotiated an_ attorney contract for 
the Kickapoo Tribe of Kansas with a first law firm in New York City. 
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The law firm had been designated for the Kickapoos by the then co- 
ordinator of the pooling agreement, Mr. Ralph Montgomery Arkush, 
and Mr. Arkush had initiated and paid the expenses of contact and 
negotiation. Subsequently Mr. Walter J. Fried (a partner in the 
Riegelman firm), who had succeeded Mr. Arkush when the joint 
efforts group named Riegelman, Strasser, Schwartz & Spiegelberg as its 
coordinating law firm, wrote to Mr. Youpe: 


They [the first New York law firm] are definitelv out of the group, and therefore 
this tribe can be assigned to * * fa first Chicago law firm]. The two new 
Chicago firms for whom retainers May now be negotiated are * * * [asecond 
and a third Chicago law firm]. 

These two law firms had not heretofore been members of the joint 
efforts group. 

Mr. Youpe further testified to the subcommittee that the Kickapoo 
of Kansas contract was then renegotiated for the first Chicago law 
firm. Still later, however, the larger retainer of the Sac and Fox of 
Oklahoma became “available” to joint efforts, and it was decided by 
the Riegelman firm in New York that the first Chicago law firm should 
be released from its obligation to the Kickapoos in order to avail 
themselves of the larger claim of the Sac and Fox of Oklahoma. 
Accordingly, the Kickapoos were forthwith assigned to a new joint 
efforts firm in Cleveland. This assignment, however, was 
consummated only after Riegelman, Strasser, Schwarz & Spiegelberg 
had first written to Mr. Youpe: 

[ have just heard from the committee (of joint efforts) that the Absentee 
Shawnee retainer, if tendered to us, should go to * * * [fa fourth Chicago 
law firm]. The committee has also advised that * * * [the first Chicago law 
firm] have definitely decided that they wished to be relieved of their obligations 
under their retainer to the Kickapoos of Kansas, and as a consequence this 
retainer is to be rewritten with * * * fa fifth Chicago law firm]. I don’t 
know when you will get to see the Kickapoos of Kansas, but I am going to try to 
work out in the next few days some procedure for substitution of attorneys that 
will not involve ful! renegotiation of the contract. 

* * * [a second New York law firm] should be joint attorneys on the new 
Kickapoo retainer 

ven after the preparation of a resolution embodying the designa- 
tion of the fifth Chicago law firm and the second New York law firm 
to supplant the first Chicago law firm, who had previously been sub- 
stituted for the first New York law firm as Kickapoo counsel on 
instructions to Mr. Youpe from joint efforts, the latter tribe was 
finally assigned to the Cleveland law firm. When asked if the Kicka- 
poo ‘Tribe of Kansas had any choice or had been consulted in the 
selection or substitution of the law firms cited above, Mr. Youpe 
replied, ““None at all.” 

Mr. Youpe had previously produced for the subcommittee a list of 
attorneys and tribal clients prepared under an amendment to the 
joint efforts agreement of 1948, dated June 15, 1951. Mr. Youpe 
explained that pursuant to this amendment, joint efforts had divided 
tribal clients into two groups—primary retainers and secondary 
retainers. Each joint efforts law firm was then eligible to take a 
second tribe as a client (i. e., a secondary retainer), since Mr. Youpe 
had been able to solicit more prospective clients than joint efforts 
could produce law firms which would accept the joint efforts agree- 
ment. These ‘‘secondary retainers’ were intended, according to testi- 
mony of the witness, ‘“‘to keep the claims in the pool,”’ with the intent 
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that at some future time these so-called secondary retainers would be 
farmed out to other lawyers, and also bring in additional capital to 
joint efforts (each new member firm made an initial contribution of 
$21,000 to the pooled funds). 


B. Wyandotte of Oklahoma 


On February 5, 1947, the Wyandotte Tribe of Oklahoma entered 
into a contract with a first Chicago law firm. Mr. Louis Allen Youpe 
was present at that tribal council meeting, and has testified to the 
subcommittee that he prepared the tribal minutes, resolution, and 
contract. Mr. Youpe further testified that the law firm was selected 
neither by him nor by the Indians, but rather by the then backer of 
joint efforts, Mr. Ralph Montgomery Arkush. Mr. Arkush paid Mr 
Youpe’s living expenses while he was negotiating contracts, and the 
costs of negotiating the Wyandotte contract. Mr. Youpe has re- 
vealed in a letter to Mr. George A. Spiegelberg that under the direction 
of Mr. Arkush (from May 1946 to September 21, 1947) some $35,000 
was advanced to Mr. Youpe, out of which $16,800 was “properly 
chargeable to the actual negotiation of the contracts on behalf of these 
tribes. * * *’ Onmarch 26, 1948, Mr. Youpe notified Riegelman, 
Strasser, Schwarz & Spiegelberg that the cost of renegotiating tribal 
contracts for joint efforts was approximately $2,500 for each tribe. 

There is before the subcommittee a copy of a subsequent letter from 
a then newly elected chief of the Wyandotte Tribe addressed to the 
first joint efforts law firm in Chicago. In the letter and enclosed 
resolution the Wyandotte Tribal Council repudiated the joint efforts 
contract, asserting that 75 percent of the tribe knew nothing of the 
contract negotiation, were now dissatisfied that they had not been 
consulted, and were restive as to the lack of information or evidence of 
progress on the claims. 

C. lowa Tribe of Nebraska and Kansas 


On April 28, 1947, Mr. Louis Allen Youpe appeared before a tribal 
council meeting of the lowa Tribe of Nebraska and Kansas, and at his 
urging the tribe concluded a contract with a fourth New York law 
firm. The expenses of Mr. Youpe’s appearance were borne by and 
the designation of the law firm originated with Mr. Ralph Montgomery 
Arkush, according to the sworn testimony of Mr. Youpe. Mr. Youpe 
further asserted that he was not acquainted with this law firm, and 
the Indians had no choice in the selection of this particular law firm. 

Two years transpired before Mr. Youpe was notified by the new 
joint efforts administrators, Riegelman, Strasser, Schwarz & Spiegel- 
berg, that the fourth*New York law firm was “not going ahead”’ with 
joint efforts, and that it would be necessary for the lowa Tribe to 
negotiate a new retainer with other attorneys. Mr. Youpe was then 
advised by joint efforts that a Detroit law firm “has agreed to accept 
a retainer from the lowa Tribe in Nebraska and Kansas, subject 
however, to a conference with Felix Cohen to take place in about 10 
days. Therefore, nothing is definite yet. * * *” 

On May 5, 1949, Mr. Y oupe sent a telegram to the chairman of the 
Iowa Tribe informing him that the “New York office [Riegelman, 
Strasser, Schwarz & Spiegelberg] advises that the committee [of joint 
efforts] has selected * * * attorneys of Detroit to represent you 
before the Indian Claims Commission. * * *”’ Mr. Youpe then 
appeared before the Iowa Tribe on May 23 and 24, 1949, and a 
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resolution was adopted authorizing the emplovment and a contract 
was executed employing the joint efforts law firm in Detroit. 


D. Sac and Fox of Missouri 


Mr. Louis Allen Youpe initiated contact and negotiations with the 
Sac and Fox Tribe of Missouri for proposed joint efforts claims serv- 
ices by means of telegrams and personal appearances financed by 
Mr. Ralph Montgomery Arkush. ‘The record before the subcom- 
mittee reveals that Mr. Arkush was the first promoter for the opera- 
tion that became joint efforts. Mr. Youpe was instructed by Mr. 
Arkush to designate a sixth Chicago law firm as attorneys for the 
Sac and Fox of Missouri. When asked by the subcommittee if he 
knew any of the members of that law firm at the time, Mr. Youpe 
replied, “I didn’t nor did the Indians.” 

Subsequent documentation examined by this subcommittee reveals 
that the sixth Chicago law firm had accepted the Missouri Sac and 
lox retainer on a commitment from Mr. Arkush that they would not 
have to contribute an additional $21,000 to joint efforts pooled funds 
in consideration for receiving this contract (the sixth Chicago law 
firm had already accepted the claims contract of the Eastern Shawnee 
of Oklahoma). When this arrangement was disputed after Riegelman, 
Strasser, Schwarz & Spiegelberg succeeded Mr. Arkush in coordinating 
joint efforts, Mr. Youpe returned to the Sac and Fox of Missouri 
(September 2, 1949) and informed them that the sixth Chicago law 
firm “who had been tendered the contract of retainer had not sub- 
scribed to the joint efforts agreement and that they [sic] were elimi- 
nated by the associate attorneys” [Riegelman, Strasser, Schwarz & 
Spiegelberg]. Mr. Youpe then read and explained to the Sac and 
Fox Tribe a resolution by which their claims were handed over to a 
seventh joint efforts firm in Chicago. 

E. Oneida Tribe of Wisconsin 

After resigning as Associate Solicitor of the Department of the 
Interior, Mr. Felix Cohen accepted a retainer to provide certain general 
counsel services for the Oneida Tribe of Wisconsin. When the chair- 
man of the Oneida Tribal Council appealed to Mr. Louis Allen Youpe 
for assistance in retaining claims attorneys to bring an action for 
damages for alleged Government violations of treaties with the 
Oneidas, Mr. Youpe replied on May 1, 1949, that he was advised by 
the “New York office [of joint efforts] that the Oneida of Wisconsin 
have employed Mr. Felix Cohen as counsel under the reorganization 
act and that the matter of the selection of attorneys to represent you 
in the prosecution of your claims was in his care. * * *” 

Mr. Youpe has testified before this subcommittee that joint efforts 
had planned, through Mr. Felix Cohen, to assign the sixth Chicago 
law firm and possibly the fifth Chicago law firm to the claims of the 
Oneidas of Wisconsin; but had encountered resistance from tribal 
council members. At this juncture, according to the witness, Mr. 
Felix Cohen and a representative of the fifth Chicago law firm came 
to Mr. Youpe’s office and suggested that Mr. Youpe write a letter to 
the fifth Chicago law firm stating that the fifth and sixth Chicago law 
firms— 
* * * 


have contributed very appreciably in assisting all of the tribes in our 
group including the Oneidas and for this reason I am very much pleased by the 
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action taken by the tribe. Owing to the high caliber services given by your firm 
andthe * * * [the sixth Chicago law firm], I believe that the Oneidas would 
be most fortunate in obtaining the services of these firms. 

Mr. Youpe revealed that Mr. Cohen and the representative of the 
fifth Chicago law firm made the suggestions as to the contents of this 
letter addressed to the representative’s firm, and that the Oneida 
Indians accepted the joint efforts retainer after a-carbon copy of 
this letter was supplied to them. Mr. Youpe commented that it was 
“kind of a round-about procedure” to steer the Oneidas of Wisconsin 
into the joint efforts fold. 


F. Delawares of Oklahoma 


Mr. Youpe has testified to the subcommittee that he believed the 
Delaware Indians of Oklahoma had joint and overlapping claims with 
other tribes for which he had negotiated claims contracts with joint 
efforts law firms. Mr. Youpe then corresponded with the Indian 
Bureau superintendent of the Delaware jurisdiction, after having 
heard of the existence of a tentative contract between the Delawares 
and James E. Curry and Felix S. Cohen as associate attorneys. The 
superintendent replied that it was Bureau policy to permit Indian 
tribes to make their own selection of attorneys within the requirements 
of the law, and that he had no information on the Curry-Cohen 
contract. 

Mr. Youpe subsequently received a letter from Riegelman, Strasser, 
Schwarz & Spiegelberg, who had then become the employers of 
Mr. Cohen, informing Mr. Youpe: 

Please do not take any further steps toward securing the Delaware claim for 
our group. We are in direct contact with their Tribal Council and believe that 
we will have no difficulty in obtaining this claim. We do not want to cross wires, 
and in addition, have heard about some complaints or other that were made, based 
on a letter you wrote to the Delawares many months ago. 

The Delawares then negotiated a contract with the seventh joint 
efforts law firm in Chicago. 

The subcommittee was also informed by members of the Fort 
Belknap Tribal Council, who had executed a general counsel contract 
with Mr. — Cohen (since ruled invalid by the Solicitor of the 
Department of the Interior), that they had proffered their tribal 


claims to the seventh law firm in Chicago on the recommendation of 
Mr. Cohen. 
G. Miami, Peoria, and Ponca Tribes of Oklahoma 

Mr. Louis Allen Yo 1pe, ei rly in 1947, negotiated a ae act between 
the Miami Tribe and, the fourth Cl hicago law firm—the firm’s name 
being supplied to him from New York after he had esi in Indian 
country. Mr. Youpe testified that neither he nor the Indians knew 
this firm either by name or by reputation. 

Mr. Youpe also negotiated the claims retainer of the Ponca Tribe 
for the fourth Chicago firm on telephoned instructions from Mr. 
Walter J. Fried, of the joint efforts ‘‘associate attorneys.” Here 
again, according to the testimony of the agent for joint efforts, the 
Indians signed a contract with a law firm about which they had no 
knowledge as to either character or capacity. 

Mr. Youpe also visited the Peoria Tribe of Oklahoma at the expense 
of the first promoter of joint efforts, and under instructions negotiated 
a claims contract between that tribe and a prominent New York law 
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firm. Shortly thereafter, joint efforts was confronted with the with- 
drawal of this law firm and a number of other law firms which had 
previously expressed an intention to associate. Mr. Youpe then 
renegotiated the Peoria contract with the second Chicago law firm in 
joint efforts. Mr. Youpe further testified that the Peoria Indians 
were not consulted in the choosing of either the first assigned firm or 
the second Chicago law firm. 

Mr. Youpe has also testified that he renegotiated the contract of 
the Eastern Shawnee Tribe for the second Chicago law firm, after 
having first negotiated a contract between the tribe and the sixth 
Chicago law firm. When questioned as to whether the Eastern 
Shawnee Tribe had requested the change, Mr. Youpe, who had 
personally handled all the negotiations and renegotiations replied: 

* * * JI don’t think the Shawnees were consulted about the reasons, unless 
they were advised that, since * * * [the second Chicago law firm] had the 


contract of the Absentee Shawnee, it would be convenient to have this same firm 
to hold the Eastern Shawnee contract. 


H. Sae and Fox of Oklahoma 


One of the first contracts negotiated by Mr. Youpe was one with 
the Sac and Fox of Oklahoma, in which contract he inserted the name 
of a third New York law firm as a result of instructions from Mr. 
Ralph M. Arkush. Mr. Arkush paid the expenses of Mr. Youpe’s 
trip to and stay in Oklahoma for several months in 1947. The then 
Acting Commissioner of Indian Affairs approved the contract, includ- 
ing a provision that if the third New York law firm failed to accept 
the proposed joint efforts agreement within 6 months, the contract 
with the Sac and Fox would terminate. The joint efforts firms did 
not complete their agreement within the ensuing 6 months, and when 
the third New York law firm withdrew from the agreement the Sac 
and Fox contract was declared null and void. 

Mr. Youpe wrote to the Riegelman firm on June 28, 1949, saying: 

This will refer to your letter of June 24 inclosing check and the new supple- 
mental joint-efforts agreement. Thanks for the check. 


Ve are going to need attorneys for the Sac and Fox this week without 
fail. * °* 


Please sme me by wire the name of the firm selected by the committee [of 
joint efforts]. * * 

I would like to see you assign either * * * [the first Chicago law firm] 
or * * * [the Detroit law firm] to this contract. I would then wish they 
would keep it and not assign it. If any assignment is made, I’d rather have 
them make assignment of the other contract they have, because the Sac and Fox 
not only have many large claims, but they are very hard to deal with. * * 

Mr. Youpe attended a Sac and Fox Council meeting at Stroud, 
Okla., on August 20, 1949, and the tribe’s claims contract was re- 
negotiated to retain the first Chicago law firm. Mr. Youpe has 
revealed, and it is borne out by the tribal minutes which are an 
exhibit in the subcommittee’s transcript, that there were dissident 
elements who kept the meeting in an uproar. The record before 
this subcommittee indicates, however, that a receptive quorum was 
obtained as a result of disbursements made by Mr. Youpe at the 
expense of joint efforts. Exhibit 87 to this portion of the hearings 
is a signed receipt from a Sac and Fox Indian, “Received of Louis 
Allen Youpe $50 for services in obtaining a quorum of the Sac and 
Fox Tribe for the council to be held on August 20, 1949, and for work 
in supervising the transportation of eligible voters of the tribe.” 
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Similar payments were made to other Indians to aid in producing 
the desired quorum, and busses and trucks were hired to bring in the 
membership at a cost of several hundred dollars. These expenses 
were itemized and submitted to Riegelman, Strasser, Schwarz & 
Spiegelberg, and were duly paid as expenses of the joint efforts 
operating fund. 
III, CONCLUSIONS 

A. James EF. Curry 

The record with respect to Mr. Curry is certainly adequate to 
support firm conclusions respecting his activities. Mr. Curry ap- 
peared before the subcommittee on a number of occasions and had 
ample opportunity to deny or explain his activities. Careful review 
of the record leaves us with no choice but to condemn Mr. Curry’s 
conduct with relation to those Indians who are his clients or whose 
business he has attempted to procure. With little concern for the 
standards laid down by the American Bar Association to guide the 
ethics of his profession, Mr. Curry has misled the Indians, improperly 
solicited their claims, assumed legal responsibilities toward the 
Indians for the presentation of their claims which he could not pos- 
sibly fulfill, and bartered for his own gain the valuable claims which 
the Indians had entrusted to his professional care. 

The Commissioner of Indian Affairs is to be commended for his 
announced decision, despite public pressures generated against him by 
Mr. Curry, to decline to approve any new contracts between Indian 
tribes and Mr. Curry. The subcommittee approves the action of 
the Department of the Interior in appointing a committee to review 
the departmental records respecting Mr. Curry’s fitness to represent 
Indians before that Department and hopes for an early report. 

The subcommittee recommends that the Attorney General, as the 
representative of the Government in the courts of the United States, 
bring Mr. Curry’s conduct to the attention of those tribunals which 
should properly review his conduct. 

B. Joint efforts group 

The record with respect to the joint efforts group is by no means 
complete. The character and scope of the activities of this group 
did not come to light until late in the hearings and the subcommittee 
had time for only a cursory examination of such material as was then 
readily available. The evidence adduced is for the most part docu- 
mentary. It was obtained by subpena from the files of Mr. Louis 
Allen Youpe who presently has an interest adverse to the joint efforts 
group. No representative of the joint efforts group sought an oppor- 
tunity to rebut or explain the activities of this group. Moreover, 
based upon the present record, it is not clear that all of the several 
members of the group were aware of certain practices apparently 
followed by some members in the name and on behalf of the group 
as an entity. 

We strongly recommend that this phase of the investigation be 
resumed during the next Congress. The documents in the ‘record of 
the subcommittee seem to be genuine. They lead the subcommittee 
to conclude that at the very least there is probably cause to believe 
that the interests of the Indians in substantial claims against the 
United States may be prejudiced by the activities of the joint efforts 
group. The investigation should be resumed in order to determine 
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the extent of any such prejudice and to determine, accordingly, the 
extent to which further legislation may be appropriate. 

So much time was consumed in the he ‘arings in connection with Mr. 
Curry’s operations the committee did not have an opportunity to go 
into the activities of other attor neys other than the brief preliminary 
investigations of the joint efforts group. 


C. Legislation 

We conclude that the existing statutes respecting relations between 
attorneys and Indian tribes must be maintained in effect until there 
has been further investigation of these sections. No other conclusion 
is reasonably possible based on the record before us. 

Whether Federal supervision over Indians should be generally 
relaxed or completely abandoned is a question beyond the scope of this 
subcommittee’s consideration. ‘The Congress gave to the Commis- 
sioner of Indian Affairs a responsibility to pass on the fitness of tribal 
attorneys and fees to be charged. Until the law is changed or repealed 
he must discharge that responsibility. If Indians are to be entirely 
free to make their own decisions in the selection and remuneration of 
counsel there must be new legislation. 

Sincerely yours, 
Cuirnton P. AnpEerson, Chairman. 
Russe. B. Lone. 
Artuur V. WATKINS. 





SEPARATE VIEWS BY SENATOR HERBERT H. LEHMAN 
CONCERNING INVESTIGATION BY SUBCOMMITTEE ON 
INDIAN CONTRACTS 

JANUARY 9, 1953. 

As a member of the subcommittee created on June 12, 1951, to 
investigate the relations between Indian tribes and attorneys hired 
by them, and the practices engaged in by attorneys spec ializing in 
Indian claims, I have studied the report submitted by the major ity of 
the committee and the record of the hearings. The record is an 
arresting one. However, my conclusions are constructed in a some- 
what different framework than that in which the majority sets forth 
its views. I do not wish to dissent from any of the specific conclusions 
laid out in the majority report, but rather to give my views a different 
emphasis. 

I agree with the majority of the subcommittee in the conclusion 
that since there is an existing statute requiring the Department of the 
Interior to exercise certain supervisory functions with regard to at- 
torney contracts with Indian tribes, the authorized functions must be 
carried out. I feel, however, that further investigation and study of 
this subject is not only warranted but essential in order to determine 
whether the welfare of the American Indians can best be served by 
the continuation of this law in its present form. (Sec. 81 of title 25 
of the United States Code.) 

The present law provides that ‘‘no agreement shall be made by any 
person with any tribe of Indians * * * for the payment or de- 
livery of any money or other thing of value * * * in considera- 
tion of services for said Indians relative to their lands * * *” 
unless, in addition to meeting certain other formal requirements, such 
agreement is approved by the Secretary of the Interior. 

This statute leaves no alternative to the exercise by the Interior 
Department of the supervision called for. The Secretary of the 
Interior not only can, but must render his judgment in regard to these 
contracts. But as legislators we have the responsibility for review ing 
the applicability of this statute to the present situation, starting from 
the viewpoint of whether this law in its present form does, in fact, 
best serve the essential interests of the Indians and whether it does, 
in fact, promote the general welfare of the Indians. 

recognize, of course, that this, in turn, is part of the broader 
question of how much supervision the Federal Government should 
continue to exercise over the lives of the Indians. Is it not our 
objective to integrate them with the general population, with special 
consideration for their prior call on the national concern? I believe 
this should be our objective. 

A new policy determination in this area will, of course, strongly 
affect any decision the Congress might or should make in ‘regard to 
Indian attorney contracts. 

In any event, however, I feel that our review of the evidence 
presented in the subcommittee’s hearings should be chiefly inspired 
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by our concern for the welfare of the Indians themselves. The ques- 

tions to be asked are: How do the practices of these attorneys affect 
the Indians? Are they being victimized, deceived, and defrauded? 
Is the intervention of the Interior Department the only way unscru- 
pulous legal practices can be controlled as they affect Indians? 

There are, of course, other questions to be asked from the viewpoint 
of the Government and of the public welfare generally: Do the legal 
prac tices of the attorneys in question prejudice the proper protection 
of the Government’s legitimate interests in regard to Indian claims? 
How do the standards and practices of these attorneys compare with 
the standards and practices of attorneys prosecuting other classes of 
claims against the Government? 

The report of the majority of the subcommittee appears to be more 
especially concerned with answers to the questions dealing with 
ste andards of legal ethics and practice than with those dealing with 
the standard of service to the Indians themselves. While both cate- 
gories of questions are clearly within the purview of the subcommittee, 
I believe the answers to the latter questions are the more important 
and deserve the greater emphasis. 

The evidence gathered on the activities of Mr. James E. Curry 
certainly seem to indicate serious abuses. The Department of the 
Interior has appointed a committee to review the departmental records 
in regard to Mr. Curry’s fitness to practice before the Bureau of Indian 
Affairs. An early report is anticipated. The evidence presented 
before the subcommittee strongly suggests that Mr. Curry has shown 
a lack of concern for accepted legal standards of practice and ethics. 
As the majority report suggests, the American Bar Association might 
very usefully review the record and pass its own judgment on this 
aspect of the situation. I certainly concur with the subcommittee’s 
suggestion that the Attorney General, as the representative of the 
Government in the courts of the U nited States, likewise review the 
record with the view to calling this matter to the attention of the 
proper tribunals if the Attorney General finds evidence of improper 
conduct on the part of Mr. Curry. This, too, however, is a matter for 
consideration and decision by those in the executive and judicial 
branches of the Government. 

From the legislative point of view and the viewpoint of the Interior 
Committee, it seems to me that our chief concern must remain the 
welfare of the Indians, and the evidence presented before our com- 
mittee certainly lends itself to the conclusion that the Department of 
the Interior has adequate grounds for reviewing very closely Mr. 
Curry’s contracts with the Indians in order to determine whether the 
best interests of the Indians are being served in all cases. This 
obligation is incumbent upon the Secretary of the Interior in any 
event, and the evidence before our committee indicates strongly that 
in a number of instances which came to the subcommittee’s attention 
the interests of Mr. Curry were being served at the expense of the 
interests of the Indians. 

| have also noted the evidence gathered by the subcommittee in 
regard to the complex legal arrangement of a large number of attorneys 
orzanized in a so-called joint efforts group under the terms of a joint 
ellorts agreement. The evidence in the record consists almost ex- 
clusively of material taken from the records, files, and statements of 
one person whose records were made available through subpena. 
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There were no hearings on the questions raised by this evidence. 
Nevertheless, certain questions of far-reaching implication are raised, 
and [ agree with a majority of the subcommittee that this phase of 
the investigation should be pursued in the next Congress so that a 
judgment can be passed, after careful and objective inquiry, on the 
practices involved in this so-called joint efforts agreement. Its pro- 
priety or lack of it cannot be determined, however, without further 
study and hearings to get the viewpoint of the attorneys involved in 
the joint efforts group. 

Beyond these views I have only high praise for the conduct of the 
inquiry by the subcommittee chairman, Mr. Anderson, who was, in 
my view, at all times painstaking and scrupulous to get at the facts 
and to give a fair hearing to all those whose views were pertinent to 
the subcommittee’s inquiry. Numerous hearings were held over a 
long period of time. Despite the urgent press of other tremendous 
legislative concerns in the last session, the problem of Indian contracts 
was given a study this subject has long demanded. <A number of 
complaints had been registered against the manner in which the 
Bureau of Indian Affairs discharged the obligation incumbent upon 
it under the terms of the statute referred to. If the subcommittee’s 
inquiry has helped to provide a forum for the investigation of these 
complaints and to point the way toward further study and investiga- 
tion, it has, in this alone, served a most useful and constructive pur- 
pose, in the interests of the Indians and in the interests of sound 
government. 


(Signed) Hersert H. Lenman. 
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JANUARY 21, 1953,—Ordered to be 


\Ir. Capeuarr, from the Committee on Banking and ¢ urrency, 


submitted the following 


REPORT 


i accompany 5. | $2 
The Committee on Banking and Currency, which has had under 
onsideration the matter of employing temporary assistants and mak- 


¢ additional expenditures to study and investigate problems relating 
seconomic mobilization and stabilization, domestic and international 
wanking policies, construction of housing and community facilities in 
he present national emergency, Federal loan policies, and war disaste1 
nsurance, having considered the same, eport favorably to the Senate 
resolution to that effeet, and recommend that such resolution do pass. 
The committee believes that the $25,000 additional funds requested 
this resolution will be sufficient, together with the unexpended 
alance of funds made available under Senate Resolution 248, Kighty- 
‘cond Congress, second session, to accomplish the purposes contem- 
plated under the resolution. It is expected that the funds and per- 
nd 


sonnel requested will be used to study an nvestigate five general 
ategories of problems relating to (1) economic mobilization and 
tabilization; (2) domestic and international banking policies, melu- 
ding Federal Reserve matters and deposit insurances construction 
of housing and community facilities in the present national emergency; 
+) Federal loan policies; and (5) war disaster msurance 
It is understood that the duties to be performed under this resolu- 


tion will be assigned to subcommittees already established in the 
Committee on Banking and Currency. Your committee will make 
full use of existing personnel and finds that the additional funds 
14 requested in this resolution are necessary for additional personnel 
and expenses required to carry out the studies and investigations 
contemplated. 


The problems which continue to arise in connection with the 
i present national emergency make necessary the continued use of 
ulditional personnel and your committee recommends that the reso- 
lution do pass. 
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PROVIDING FOR AN UNDER SECRETARY OF STATE FOR 
ADMINISTRATION 


JANUARY 23, 1953.—Ordered to be printed 


\lr. Winey, from the Committee on Foreign Relations, submitted the 
following 


REPORT 


[To accompany 38. 243} 


The Committee on Foreign Relations, to whom was referred a bill 
5. 243, 83d Cong., Ist sess.) to amend Public Law 73, Eighty-first 
Congress, first session (63 Stat. 111), to provide for an Under Secre- 
tarv of State for Administration, report the bill favorably with two 
amendments and recommend that the bill do pass. 


PURPOSE OF THE BILL 

The bill has as its purpose to amend Public Law 73, Eighty-first 
Congress, first session, by creating a temporary office of Under Secre- 
tary of State for Administration in order to relieve the Secretary of 
State and Under Secretary of State from administrative burdens and 
to provide a top-level official in the Department of State who can 
devote his full time to administration and to improving the opera- 
tions of the Department. 


COMMITTEE ACTION 


5. 243 was introduced by Senator Wiley at the request of Secretary 
of State-Designate John Foster Dulles. On January 22, the com- 
mittee considered the measure in executive session and agreed to 
report it to the Senate for favorable action, subject to two minor 
amendments described below. 
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THE TEXT OF THE BILL 


(The italics indicate the recommended additions and the pari 
enclosed in black brackets indicates the reeommended omission 


A BILL To amend Public Law 73, Eighty-first Congress, first session (63 Stat. 111), to provide for a 
Secretary of State (for Administration) 


Be it enacted by the Senate and House of Representatives of the United Stat: 
America in Congress assembled, That section 1 of the Act of May 26, 1949 (43 
Stat. 111; 5 U.S. C. 15la), is hereby amended by adding at the end thereof the 
following: “Until December 31, 1956, unless the office shall be abolished soon 
the President, there shall be in the Department of State a second Under Secretar 
of State (for Administration) who shall be appointed by the President, by and 
with the advice and consent of the Senate. The Under Secretary of State (for 
Administration) shall receive compensation at the rate of $17,500 per am 
and shall perform such [administrative] duties and exercise such administratiy: 
powers as the Secretary of State may prescribe.” 


NEED FOR THE NEW OFFICE 


The committee is of the opinion that the rapid growth of the State 
Department and the many new responsibilities placed upon it make 
a reexamination of the administration of the Department and of the 
Foreign Service of the United States important and imperative 
Such a reexamination should promote efficiency in the conduct of our 
foreign affairs, and enhance public confidence in the Department 

Of recent vears the Secretary of State has spent nearly half his — 
away from Washington at international conferences, while the Under 
Secretary has been required to assume the role of Acting Secretary 
during the absence of the Secretary. The official pressures on both 
officers have resulted in their giving less attention to important 
management matters because other critical foreign-policy decisions 
confronting both officers had to be taken care of first. It is clear that 
a dual need in this respect exists within the State Department: (1 
The Secretary and the Under Secretary need to give full attention to 
broad policy matters, which it is impossible for them to do if they are 
expected to deal with numerous administrative problems at the same 
time; and (2) the Department needs a top-level officer who can devote 
100 percent of his time to the job of managing the Department with- 
out expecting that individual to give a disproportionate amount of 
his energy to foreign policy issues. 


DUTIES OF THE NEW UNDER SECRETARY 


It will be the duty of the Under Secretary of State for Administra- 
tion to review the functions and operations of the State Department 
and of the Foreign Service of the United States. He will, in a sense, 
operate as a “general manager’ on the Under Secretary level. 

One of the most difficult phases of the new work will be a reassess- 
ment of the operating programs of the Department such as, fo! 
example, consular affairs, the Technical Cooperation Administration, 
and the International Information Administration. ‘This reassess- 
ment would look to a more effective coordination of related activities 
within the Department and with other agencies—such as the rela- 
tionship of the Mutual Security Administration to the De partment 
and also to the evaluation of the effectiveness of such programs with 
an eye to assuring that resources devoted to the programs are no! 
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sing wasted. Along this same line it will be the responsibility of 

new Under Secretary to make sure that the Department is effec- 
syely organized and managed both at home and abroad. 

Some of the specific problems under his jurisdiction will be those 

oncerned with a careful evaluation of the administrative machinery 

Department, the Department’s organizational set-up and its 
anda relations. It is also expected that the duties of the new 
der Secretary will embrace responsibility for the development and 
he carrving into effect of any organizational changes that may be 
ate for. These will include responsibility for the review, evalua- 
1, and operation of the loyalty and security programs of the Depart- 
a in order to rebuild the full confidence of the Congress and the 
ublic in the State Department. 

In addition, the new Under Secretary is to evolve sound personnel 
policies. He will make a careful examination of the budget in order 
io make sure that it is adequate, vet not excessive, to carry out the 
policies and programs of the new administration. This examination 
isto be made with an eve to the attainment of efficiency of operation 
aid to the elimination of waste and duplication. 


COMMITTEE AMENDMENTS 


The committee has been advised that the Department anticipates 
that the objectives of the bill ean be attained within 18 months or 2 
years. In order to leave no doubt of the temporary nature of this 
office, the committee recommends the insertion of the following 
language: 

On page 1, line 6, before the word ‘‘there’’, insert ‘‘until December 
|, 1956, unless the office shall be abolished sooner by the President,”’ 

On page 2, line 1, the committee recommends striking the word 
‘administrative’, as being too limiting in character. 


CONCLUSION 


The committee notes with approval the speed with which the incom- 

; ng administration has moved to meet an important problem in the 

Department of State. The committee is convine ‘ed that a careful 

review by a top flight executive of the Department’s organization and 
operations is needed. 

It also believes that a new post should be established at the Under 
Secretary level so as to attract the most competent man available for 
the very important task of managing the Department. Such an 

- individual must have stature. He should rank within the Government 
as one of the “top command” of the Department with sufficient 
authority to speak and act for the Secretary in working out the best 
possible organization for the conduct of our foreign affairs. 

It is clear, of course, that necessary changes in the Department 
cannot be made immediately but will require a reasonable length of 
time. At the same time the committee notes with approval that the 
legislation does not contemplate the establishment of a new permanent 
post, but that the office will be terminated as soon as the objectives 
of the bill have been attained. The committee therefore recommends 
speedy passage of S. 243 by the Senate. 
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APPENDIX | 


If the proposed bill is enacted into law, Public Law 73 will read gg 
follows (the new language is in italics): 


{(Pustic Law 73—S8l1st ConareEss] 
[CHAPTER 143—I1stT Session] 
[S. 1704] 
AN ACT 


To strengthen and improve the organization and administration of the Department of State, and for other 
purposes. 


Be it enacted by the Senate and House of Representatives of the Unated States of 
America in Congress assembled, That there shall be in the Department of State jp 
addition to the Secretary of State an Under Secretary of State and ten Assistant 
Secretaries of State. 

Sec. 2. The Secretary of State and the officers referred to in section 1 of this 
Act shall be appointed by the President, by and with the advice and consent of 
the Senate. The Counselor of the Department of State and the Legal Adviser, 
who are required to be appointed by the President, by and with the advice and 
consent of the Senate, shall rank equally with the Assistant Secretaries of State, 
Any such officer holding office at the time the provisions of this Act become 
effective shall not be required to be reappointed by reason of the enactment of 
this Act. The Secretary may designate two of the Assistant Secretaries as 
Deputy Under Secretaries. Until December 31, 1956, unless the office shall be 
abolished by the President, there shall be in the Department of State a second Under 
Secretary of State (for Administration) who shall be appointed by the President, by 
and with the advice and consent of the Senate. The Under Secretary of State (for 
Administration) shall receive compensation at the rate of $17,500 per annum, and 
shall perform such duties and exercise such administrative powers as the Secretary of 
State may prese robe 

Sec. 38. The Secretary of State, or such person or persons designated by him, 
notwithstanding the provisions of the Foreign Service Act of 1946 (60 Stat. 999) 
or any other law, except where authority is inherent in or vested in the President 
of the United States, shall administer, coordinate, and direct the Foreign Service 
of the United States and the personnel of the State Department. Any provisions 
in the Foreign Service Act of 1946, or in any other law, vesting authority in the 
‘Assistant Secretary of State for Administration’, the ‘‘Assistant Secretary of 
State in Charge of the Administration of the Department’’, the “Director Gen- 
eral’, or anv other reference with respect thereto, are hereby amended to vest 
such authority in the Secretary of State. 

Sec. 4. The Secretary of State may promulgate such rules and regulations as 
may be necessary to carry out the functions now or hereafter vested in the See- 
retary of State or the Department of State, and he may delegate authority to 
perform any of such functions to officers and employees under his direction and 
supervision. 

Sec. 5. The following statutes or parts of statutes are hereby repealed: 

Section 200 of the Revised Statutes, as amended and amplified by the Acts 
authorizing the establishment of additional Assistant Secretaries of State, includ- 
ing section 22 of the Act of May 24, 1924 (ch. 182, and the Act of December 8, 
1944, R. S. 200; 43 Stat. 146; 58 Stat. 798; 5 U.S. C. 152, as amended by Publie 
Law 767, Eightieth Congress). 

Section 202 of the Foreign Service Act of 1946 (60 Stat. 1000) and any other 
reference in such Act to the ‘‘Deputy Director General’”’. 

Section 1041 of the Foreign Service Act of 1946 (60 Stat. 1032). 


Approved May 26, 1949. 
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INCREASING LIMIT OF EXPENDITURES UNDER SENATE 
RESOLUTION 366, EIGHTY-FIRST CONGRESS 


JANUARY 23, 1953.—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany S. Res. 46] 


The Committee on the Judiciary, having under consideration the 
subject matter of the internal security of the United States, reports 
favorably thereon an original resolution (S. Res. 46) and recommends 
that the resolution do pass. 


STATEMENT 


This resolution provides for an additional sum of $150,000, and will 
enable the Internal Security Subcommittee to continue its work 
through January 31, 1954. 

26008 ~ 
e 








33p CONGRESS Report 
Ist Session 





INVESTIGATING THE ADMINISTRATION OF THE 
TRADING WITH THE ENEMY ACT SINCE DECEMBER 18, 
1941 


JANUARY 23, 1953.—Ordered to be printed 


\r. LancEr, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany 8. Res. 47] 


The Committee on the Judiciary having under consideration the 


subject of the administration of the Trading With the Enemy Act 
of 1917, as amended, reports favorably thereon an original resolution 
S. Res. 47) and recommends that the resolution do pass. 


STATEMENT 


This is a continuing resolution to Senate Resolution 245, a resolution 
authorizing an investigation of the administration of the Trading With 
the Enemy Act since December 18, 1941. The Committee on the 
Judiciary is charged, under the Legislative Reorganization Act, with 
legislative supervision of the Department of Justice. The Office of 
Alien Property is administered by an Assistant Attorney General 
and is a part of the administration of the Department of Justice. 
It is, therefore, clearly within the jurisdiction of the Judiciary Com- 
mittee to review the administration of the Office of Alien Property 
and all matters pertaining thereto. 

The committee stated in its report to the Senate on Senate Resolu- 
tion 245 that: 

If the committee is to discharge this responsibility, it is the view of the committee 
that funds should be provided to make possible the employment of an adequate 
staff. The committee has no desire to dabble in this matter in an inconelusive 
fashion; but feels, on the contrary, that if the task is to be undertaken it should 
be done thoroughly and well. 

This is still the attitude of the committee. The task has not been 
completed and the committee therefore recommends that in order to 
provide the necessary time and funds for the proposed examination 
and review, as outlined in Senate Resolution 245, the original resolu- 
tion be approved by the Senate. 
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EXTENDING THE TIME FOR STUDY BY THE COMMITTEE ON 
INTERSTATE AND FOREIGN COMMERCE OF THE ORGANIZATION 
AND OPERATIONS OF THE INTERSTATE COMMERCE COM MISSION 


JANUARY 29, 1953.—Ordered to be printed 


SS 


JENNER, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


To accompany S. Res. 22 
t a 


The Committee on Rules and Administration, to whom was referred 
; the resolution (S. Res. 22) extending the time for study by the Com- 
> mittee on Interstate and Foreign Commerce of the organization and 
operations of the Interstate Commerce Commission, having considered 
' the same, report favorably thereon without amendment and recom- 
mend that the resolution be agreed to by the Senate. 

This resolution extends to June 30, 1953, the time which the Com- 
mittee on Interstate and Foreign Commerce may have to complete 
its investigation of the structure of the Interstate Commerce Com- 
mission and to recommend changes which would promote the maxi- 
mum efficiency therein. Funds in the amount of $16,521 are author- 
| ized to be used by the same committee under this resolution until 
June 30, 1953. 

A letter to the chairman of the Committee on Rules and Administra- 
tion, Senator William E. Jenner, from Senator Charles W. Tobey, 
chairman of the Committee on Interstate and Foreign Commerce, 
together with a proposed budget (which was approved by the Com- 
mittee on Rules and Administration), follows: 

UniTED StraTes SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
January 19, 1953. 
Hon. Wini1aM E. JENNER, 
Chairman, Committee on Rules and Administration, 
United States Senate, Washington, D. C. 

My Dear CHAIRMAN JENNER: By unanimous vote of the Committee on 

Interstate and Foreign Commerce, I have been ordered to report favorably Senate 


Resolution 22, which merely extends the time within which the committee may 
complete the investigation of the organization and operations of the Interstate 


26008 





2 STUDY OF THE INTERSTATE COMMERCE COMMISSION 


Commerce Commission, as authorized by Senate Resolution 332, agreed to June 
26, 1952, from January 31, 1953, to June 30, 1953. 

Meanwhile, I am happy to report that the Wolf Management Engineering (Qo, 
of Chicago, which was retained by the committee to make this study of the Com. 
mission, has submitted its completed report to this committee on schedule, 
Committee members, however, have not as yet had time to give sufficient study to 
this extremely significant report. You are also aware, I am sure, that as this 
committee is presently composed, we have a majority of new members with only g 
minority who have any detailed familiarity with the problems treated by this 
report. With the benefit of the additional time specified by Senate Resolution 22 
I believe this committee can make a very valuable contribution toward strengthen. 
ing and streamlining the Interstate Commerce Commission for the better and more 
efficient performance of its heavy workload. 

I should like to point out that no increase in appropriations is involved in this 
proposed resolution. The small balance remaining from the original appropria. 
tion (specifically, $16,521.96) will be sufficient to cover all necessary salaries and 
other expenses. Such expenses include travel and per diem for officials of the 
Wolf Co. who will aid in the early implementation of certain of the report's 
recommendations, as well as act in an advisory capacity to the committee in itg 
consideration of the legislative aspects of the recommendations. The employ. 
ment of an attorney and a clerk-stenographer and committee staff expenses 
account for the remainder. The detailed, estimated budget follows: 


Estimated budget 


Travel expense (Wolf Co. consultants and committee members and staff): 
Transportation, per diem 


Nontravel expense: 
Reporters (cost of transcript) 
General expenses, Office supplies and miscellaneous 


Personnel (6-month basis): 
Wolf Co. consultants at $100 per man-day 
1 clerk-stenographer at $2,571 
Attorney at $5,800 


Grand total 


Sincerely yours, 
Cuas. W. Tosey, Chairman. 
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INCREASING THE LIMIT OF EXPENDITURES IN CON- 
NECTION WITH THE INTERNAL SECURITY OF THE 
UNITED STATES 


JANUARY 29, 1953.—Ordered to be printed 


Mr. Jenner, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S. Res. 46] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 46) increasing the limit of expenditures in con- 
nection with the internal security of the United States, having con- 
sidered the same, report favorably thereon, with amendments, and 
recommend that it be agreed to by the Senate. 

This resolution would continue for one more year, or until January 
31,1954, the present inquiry of the Senate Committee on the Judiciary 
relating to internal security of the United States. The amount of 
$150,000 is authorized herein to continue this inquiry. In addition, 
unexpended balances coming over from previous resolutions relating 
to the same investigation are authorized to be used by the committee. 
The unexpended balances are estimated to amount to approximately 
$72,000. The amendments added to Senate Resolution 46 by the 
Committee on Rules and Administration reinforce their use. 

A letter addressed to William E. Jenner, chairman of the Committee 
on Rules and Administration, from William Langer, chairman of the 
Committee on the Judiciary, explaining the purposes of the resolu- 
tion, and including a budget adopted by your committee, is as 
follows: 

UnitEp States SENATE, 
COMMITTEE ON THE JUDICIARY, 
January 27, 1953. 
Hon. Wirturam E. JENNER, 
Chairman, Senate Committee on Rules and Administration, 
United States Senate, Washington, D. C. 

Dear SENATOR JENNER: Your attention is invited to (a) Senate Resolution 
16, Kighty-third Congress and (b) a budget and Senate Report No. 11, explaining 
the need for funds which would be provided by Senate Resolution 46, and which 
| will continue the authority for the Senate Internal Security Subcommittee of the 
| Committee on the Judiciary. 
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May I direct your attention particularly to the fact that the authority under 
which the subcommittee is now operating expires on January 31, 1953, and there. 
fore the resolution is of considerable urgency. 

The unexpended balance of funds made available under Senate Resolution 314, 
Kighty-second Congress, amounts to $69,786.50. The amount being asked for 
under Senate Resolution 46, Eighty-third Congress, is $150,000 which together 
with the unexpended balance he retofore alluded to, will make $219,786.50 avail- 
able for the continued operation of the Senate Internal Security Subcommittee 
through the year ending January 31, 1954. 

You are undoubtedly aware of the investigations which have been conducted 
and the hearings and reports which have been published by the subeommittee 
during this past year, among which were: 

(1) Institute of Pacifie Relations 

(2) Subversive Influence in the Educational Process 

(3) Communist Domination of Union Officials in Vital Defense Indus stry— 
International Union of Mine, Mill, and Smelter Workers 

(4) Activities of United States Citizens Employed by the United Nations 

(5) Subversive Influence in the United Electrical, Radio, and Machine 
Workers of America 

You, of course, appreciate the very definite results that these investigations 
have brought about. 

With kindest regards, I am 

Sincerely, 
Witiram LANGER, Chairman. 


Proposed budget of subcommittee to investigate administration and enforcement of 
laws relating to internal security. Senate Committee on the Judiciary, Feb, 1, 
1953-Jan. 31, 1954 

STAFF EXPENSE 


Total for 
Base : ) Month on 
salary “ross salary ae period, 12 


months 


Insel $7, 321 $11, 646. 00 $970. 5 $11, 46, 00 

search director » oe 11, 646. 00 970. 5 11, 46. 00 
ditorial director , 32 11, 646. 00 970. 5 11, 646.00 
ivestigator 9, 570. 74 797. 56 712.2 
De t: 8. 907. 12 742. 26 07. 12 
Do 7, 246. 41 603 7, 246. 41 
taff member , 096. 60 674 0096. 60 
ircn assistant 2 Qh , 246 41 608 492. 82 

é : i, 481. 6 540. 1: 963. 34 


D5 


5. 75 460 7 


Do 3.0 5, 334. 57 144.5 
Do < 2, 7M , 856. 61 14 
Do < ¢ 3, 709. 49 309. 


lotal staff expense 


NONSTAFF EXPENSE 


rravel (field investigations and hearings in field $27, 000. 00 
Hearings 000.00 
Witness fees and expenses 000. 00 
Stationery and office supplies 700. 0 
‘Telephone and telegraph expenses 2, 000. 00 
Contingent fund 119.87 


lotal nonstaff expense 56, 819. 87 


RECAPITULATION 
Potal staff expense 
Total nonstat! expense 


786. 


Approximate unexpended balance of S. Res. 314, Jan. 31, 1953 19, 786. 50 
Fund requested in 8. Res. 46 0, 000. 00 


Total . nf “ P 7 _ 219, 786. 50 
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INVESTIGATING PROBLEMS RELATING ‘TO ECONOMIC 
MOBILIZATION AND STABILIZATION AND HOUSING 
POLICIES, AND CERTAIN OTHER MATTERS 


JANUARY 29, 1953.—Ordered to be printed 


Mr. Jenner, from the Committee on Rules and Administration, 
submitted the following 


REPORT 
[To accompany S. Res. 42] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 42) to investigate problems relating to economic 
mobilization and stabilization, banking and housing policies, and cer- 
tain other matters, having considered the same, report favorably 
thereon, with amendments, and recommend that it be agreed to by 
the Senate. 

This resolution extends for 1 year the present investigation of the 
Senate Banking and Currency Committee relating to economic mobili- 
zation and stabilization, banking and housing policies, and certain 
other matters. 

A letter from the chairman of the Committee on Banking and Cur- 
rency, Homer E. Capehart, to the chairman of the Senate Committee 
on Rules and Administration, William E. Jenner, together with a 
budget which has been approved by this committee is attached hereto. 


UNITED STATES SENATE, 
COMMITTEE ON BANKING AND CURRENCY, 
January 21, 1953. 
Hon. Wiiu1am E. JENNER, 
Chairman, Committee on Rules and Administration, 
United States Senate, Washington, D. C. 

Dear Bitt: On Wednesday of this week I introduced Senate Resolution 42, 
which has been referred to the Committee on Rules and Administration. 

This resolution, which requests additional funds in the amount of $23,000, 
authorizes the Committee on Banking and Currency, or any duly authorized 
subcommittee thereof, to make certain studies and investigations and to employ 
on a temporary basis such technical, clerical, and other assistance as may be 
hecessary. 
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2 INVESTIGATING PROBLEMS 


RELATING 


TO 


CERTAIN 


MATTERS 


Last year the committee had available $50,000 to be used for the same or similar 


purposes. 


At that time your committee was advised that a lump-sum request 


was made in order to avoid the necessity of coming back to the Rules Committee 


during the vear for additional appropriations. 


Our records indicate that, because of the fact that the Banking and Currency 
Committee made the fullest possible use of its own professional staff and facilities 


we did not use the entire amount authorized. 


As a result there is an unexpended 


balance of $27,000 remaining under Senate Resolution 248 of the Eighty-second 


Congress, se cond session. 


I am attaching to this letter an itemized budget indicating the manner in which 
the money requested in this resolution will be used. 


With kind regards. 
Sincerely yours, 


Homer E. Capenart, Chairman 


Estimated budget for Senate Resolution 42 


Economie stabilization: 
Salaries 
Travel expenses per diem, and witness fees 
Telephone, telegraph, periodicals, 
laneous 
Reporting hearings 


Total 


Banking and lending policies (foreign and domestic): 


Salaries 

Trave | expenses per diem, and witness fees 

Telephone, telegraph, periodicals, 
laneous 

teporting hearings 


Total 


Housing: 
Salaries 
Travel expenses per diem, and witness fees 
Telephone, telegraph, periodicals, printing, 
laneous 
Reporting hearings 


Total 


Insurance and securities: 
Salaries i 
Travel expenses per diem, and witness fees- 
Telephone, telegraph, periodicals, printing, 
laneous 
Reporting hearings 


Total 


Grand total 


printing, 


stationery, 


$5, 000 
4, 000 


printing, siationery, and miscel- 


ee 500 
1, 000 


500 


. 


and miscel- 
500 
2, 500 


, 7, 500 


‘ 9, 000 
nae 4, 000 


stationery, and miscel- 


st ationer Vv; 


ake 500 


‘and miscel- 
500 


8, 000 


-_.. 50, 000 








RS 


r similar 
request 


t 
Lee 


Jurrency 


‘pended 


$5, 000 
4, 000 


500 
1, 000 


10, 500 


12, 000 
2, 500 


500 
2, 500 


17, 500 


9, 000 
4, 000 


500 
500 


6, 500 
500 


500 
500 


0, 000 
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EXTENDING THE TIME FOR INVESTIGATION BY THE COMMITTEE 
ON INTERSTATE AND FOREIGN COMMERCE OF CERTAIN TRANS- 
PORTATION AND COMMUNICATIONS PROBLEMS 


January 29, 1953.—Or:ered to be printed 


' Mr. JenNER, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany §S. Res. 23] 


' The Committee on Rules and Administration, to whom was re- 
ferred the resolution (S. Res. 23) extending the time for investigation 
© by the Committee on Interstate and Foreign Commerce of certain 
» transportation and communications problems, having considered the 
© same, report favorably thereon wthout amendment and recommend 
» that the resolution be agreed to by the Senate. 

This resolution extends until June 30, 1953, the time that the Com- 
mittee on Interstate and Foreign Commerce may have to complete its 

| investigations of matters pertaining to the airline industry, the United 
States merchant marine, and all domestic land and water transporta- 
tion and radio, telegraph, and telephone communications. 

Unexpended funds of $14,344 are continued and authorized to be 
used by the committee for the purposes of this resolution until June 
30, 1953. 

A letter addressed to Senator William E. Jenner, chairman of the 
Rules and Administration Committee, by Senator Charles W. Tobey, 
chairman of the Committee on Interstate and Foreign Commerce, 

} explaining this resolution and containing a proposed budget (which 
has been approved by the Committee on Rules and Administration) 
follows: 

UnitTEp States SENATE, 


COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
January 21, 1958. 
Hon. Winu1am E. JENNER, 
Chairman, Committee on Rules and Administration, 
United States Senate, Washington, D. C 

My Dear Mr. CuarrMan: The Committee on Interstate and Foreign Com- 
merce, by unanimous vote, has ordered me to report favorably Senate Resolution 
23 which extends to June 30, 1953, the time within which this committee may 
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complete the investigations authorized by the following: Senate Resolution 59, 
Eighty-first Congress, agreed to April 11, 1949, as continued by Senate Resolution 
308, Eighty-first Congress, agreed to July aie i950; Senate Resolution 55, Eighty. 
second Congress, agreed to February 19, 1951; Senate Resolution 154, Fights 
second Congress, agreed to June 29, 1951; and Senate Resolution 258, Eighty. 
second Congress, agreed to January 24,- 1952. 

Since this resolution requests only additional time, I should emphasize that no 
additional funds are required to complete the studies which are now in progress, 
By virtue of careful administration of the funds and a steady decrease in the 
number of special committee personnel, there remains approximately $14,300 as an 
unexpended balance. This sum should be sufficient to cover salaries and other 
expenses on the 6-month basis proposed in the estimated budget which the 
committee submits herewith. 

The original Senate Resolution 50, as continued by subsequent resolutions, 
directed the committee to make comprehensive studies and investigations of 
matters pertaining to the airline industry, the United States merchant marine, 
domestic land and water transportation, and radio, telegraph, and telep hone 
communications. Although most of the committee’s projects have been com- 
pleted, there are several loose ends which must be tied up. As you remember, 
the Senate last year passed the air-mail subsidy separation bill but, inasmuch 
as no action was completed in the House, certain refinements in this legislation 
may have to be worked out. The C ommunications Act amendments of 1952, 
which comprised the most extensive overhaul of that act since its passage in 1938, 
is now being watchdogged by the staff with special attention; for dev elopments 
in the first half of 1953 should permit a sound estimate to be made of the future of 
communications regulation under the act by the Federal Communications Com- 
mission in accordance with the revised administrative procedures set forth in the 
amendments. In the field of domestic surface transportation the committee 
held extensive hearings last year on nearly 50 bills—emanating directly from 
the studies pursued under Senate Resolution 50. Seven of these were reported 
by the committee and only three enacted into law. Thus, the pressure of time 
and the overabundance of bills left several important matters with incomplete 
consideration. These include: railroad rate regulation, motor carrier equipment 
leasing, motor carrier size and weight limitations, and inland waterway develop- 
ment and regulation. There also remains to be completed a survey of the mer- 
chant marine operational and construction differential subsidies to determine how 
these can best be adapted to rapidly changing conditions in international trade 
and to the demands of our national security programs. 

The estimated budget is as follows: 


Estimated budget 


Travel expense (osemappitite members and staff): Transportation and per 
diem _$1, 200 


Nontravel expense: 
Reporters (cost of transcript) 1, 800 
General expenses, office supplies, miscellaneous 


Personnel (6-month basis) : 
1 attorney at $5,800 
2 clerk-stenographers, at $2,572 


Grand total 


Sincerely yours, 
Cuas. W. Tosey, Chairman, 
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AUTHORIZING THE COMMITTEE ON FOREIGN RELATIONS 


TO EMPLOY ADDITIONAL ASSISTANTS 


Mr. JENNER, 


JANUARY 29, 1953.—Ordered to be printed 


from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S. Res. 33] 


The Committee on Rules and Administration, to whom was referred 


the resolution (S. Res. 33) continuing the authority for the temporary 
employment of two additional clerics al assistants by the Committee on 
Foreign Relations, having considered same, report favorably thereon, 
with an amendment, and ‘recommend that the resolution, as amended, 
be agreed to by the Senate. 


This resolution would continue the employment, as part of the 


ceneral staff of the Committee on Foreign Relations, of two clerks, one 
drawing an annuel gross pay of $4,378 and the other $4,761. 


Authority for the. hiring of these clerks goes back to the Eighty- 


second Congress, when Senate Resolution 146, adopted on August 6, 
created two places for them. This authority was continued 
with the adoption of Senate Resolution 249, on January 15, of last 
year. 


The amendment to the resolution, added by the Committee on 
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Rules and Administration, corrects the date of one of the past resolu- 
tions, and is in the nature of a perfecting amendment only. 
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No. 18 


AUTHORIZING THE COMMITTEE ON LABOR AND PUBLIC 
WELFARE TO EMPLOY ADDITIONAL ASSISTANTS 


Jancary 29, 1953.—Ordered to be printed 


\lr. Jenner, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany 8. Res. 37] 


The Committee on Rules and Administration, having had under 
consideration the resolution (S. Res. 37) authorizing the employment 
of additional clerical assistants by the Committee on Labor and 
Public Welfare, report favorably thereon with an amendment, and 
recommend that the resolution, as amended, be agreed to by the 
Senate. 

This resolution would authorize the Labor and Public Welfare 
Committee to employ as part of its general staff two additional clerks 
and two additional stenographers. The clerks will be paid at an 
annual gross rate of about $5,800 and the stenographers at a gross 
rate per year of $4,900. The amendment added to the resolution by 
the Committee on Rules and Administration limits their employment 
to January 31, 1954. 

A letter from the chairman of the Committee on Labor and Public 
Welfare to the chairman of the Committee on Rules and Adminis- 
tration, which sets forth the proposed savings to be accomplished 
by Senate Resolution 37, is as follows: 

Unitrep States SENATE, 
COMMITTEE ON LABOR AND PuBLic WELFARE, 
January 23, 1953. 
To: Hon. William E. Jenner, chairman, the Senate Committee on Rules and 

\dministration. 

From: Senator H. Alexander Smith, chairman, Senate Committee on Labor and 

Public Welfare. 

Subject: Proposed budget under Senate Resolution 37. 

The Senate Labor and Public Welfare Committee has voted unanimously to 
request the Senate to approve Senate Resolution 37, to authorize this committee 
to employ four additional clerical assistants. 
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The funds which will be required under the terms of this resolution are as 
follows: 

1. Total annual appropriation (February 1, 1953, to January 31, 1954 
$21,528.80. 

(a) This amount will be disbursed as follows: 


Base pay Base pay Gross pay 
unit total unit 


2 clerical assistants $ $6, 600 $5, 812. 53 $11, 625. 06 
2 clerk-stenographers 4 5, 520 1, 904. 40 


Total | 1, 529, 46 


While this resolution does request additional employees for the Committee on 
Labor and Public Welfare, it should be noted by your committee that even with 
the approval of this resolution, the Senate Labor and Public Welfare Committee 
in this Congress is effecting a substantial economy over the expenditures made 
by this committee during the previous Congresses. 

For example, during the Eighty-second Congress, additional funds, totaling 
more than $300,000 were authorized for the use of the Labor and Public Welfare 
Committee. Those authorizations are listed below: 


Summary of the funds authorized by the Senate for use of the Committee on Labor and 
Public Welfare during the 82d Cong. These funds are in addition to the funds 
authorized for the regular committee staff under the Reorganization Act 


. Res. 71: Authorized expenditures from Feb. 1, 1951, through Jan. 
31, 1952 $125, 870. 00 
. Res. 143: Extended employment of 2 additional employees to Jan. 
31, 1952 12, 759. 21 
s. Res. 243: Extended employment of 2 additional employees to Jan. 
31, 1953 15, 43! 
. Res. 244: Authorized expenditures from Feb. 1, 1952, through 
Jan. 31, 1953 139, 000. 00 
. Res. 307: Authorized expenditure of additional money - - : 10, 000, 00 


Total authorized - - ‘ ‘ aad 303, 064. 62 


Thus, with the approval of the funds requested under Senate Resolution 37, 
this committee will, during the Eighty-third Congress, reduce the expenditures 
of the Labor and Public Welfare Committee by more than a quarter of a million 
dollars, a not insignificant economy in these times of heavy Government spending. 

This economy will be realized largely by the abolition of the special staffs here- 
tofore employed by certain subcommittees of the full committee and by more 
efficient use of the staff assigned to the full committee. 

As I stated at the conclusion of the first executive meeting held by this com- 
mittee: “It is our intention to abolish the staffs of the various subcommittees of 
the committee. It is our belief that a single unified staff should be employed to 
carry out all phases of the work of the full committee.” 

Notwithstanding the committee’s determination to operate as efficiently and 
economically as possible, the fact remains that the Senate Labor and Public Wel- 
fare Committee staff authorized by the Reorganization Act is by no means 
sufficient to cope with the tremendous workload which this committee must meet. 
It is the unanimous belief of this committee that the additional personnel requested 
by Senate Resolution 37 represents the minimum necessary to permit this com- 
mittee to meet its responsibilities efficiently. 

It is my sincere request that Senate Resolution 37 be promptly approved by 
your committee. 

H. ALEXANDER Smiru, Chairman. 
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KC THORIZING THE COMMITTEE ON GOVERNMENT 
OPERATIONS TO EMPLOY TEMPORARY PERSONNEL 
4ND TO MAKE CERTAIN EXPENDITURES 


JANUARY 29, 1953.—Ordered to be printed 


Jenner, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S. Res. 40] 


The Committee on Rules and Administration, to whom was referred 

he resolution (S. Res. 40) authorizing the Committee on Government 
)perations to employ temporary personnel and increasing the limit of 
s expenditures, having considered the same, report favorably thereon 
ithout amendment and recommend that it be agreed to by the Senate. 

This resolution (S. Res. 40) continues the operations of the Senate 
ermanent Subcommittee on Investigations of the Committee on 
“overnment Operations for a period from February 1, 1953, to 
anuary 31, 1954, and authorizes $189,000 in new funds for that pur- 
bose. An ‘unexpended balance of approximately $11,000, coming 
ver from the subcommittee funds of 1952, is also provided for 
xpenditure by the subcommittee before the cut-off date of January 
1,1954. By increasing its funds this year, the subcommittee will be 
ble to expand its staff from 12 to 23 persons. 

Under this resolution, the Permanent Subcommittee on Investiga- 
fons will inquire into the administration of Government agencies to 
wherein certain economies may be effected. It is also intended 
iat certain aspects of improper influence in Government shall be 
vestigated, but any inquiries undertaken will in no way interfere 
r transgress those investigations which other Senate and House of 
kepresentatives committees may be engaged in making in comparable 

eas of Government operation, such as subve rsive activities 

A letter addressed to the chairman of the Rules and Administration 
ommittee, Senator William E. Jenner, from Senator Joseph Me- 
arthy, chairman of the Committee on Government Operations, 
gether with a proposed budget which was approved by the Senate 
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Committee on Rules and Administration, is attached hereto fo; 
information of the Senate. 
Unirep STATES SENATE, 
COMMITTEE ON GOVERNMENT OPERATIONS, 
SENATE PERMANENT SUBCOMMITTEE ON INVESTIGATIONS 
Januai o 2 
Hon. Witit1aM E. JENNER, 


Chairman, Committee on Rules and Administration, 
Washington 25, D. C 


My Dear Senator: Reference is made to Senate Resolution 40 (83d (, 


Ist sess.) which was introduced in the Senate on Friday, January 16, reqyestiy 
funds for the operation of the Senate Permanent Subcommittee on Investigat 
for the period from February 1, 1953, to January 30, 1954. Prior to submit; 
this resolution to the Senate it was reported out unanimously by the Commit: 
on Government Operations. 

The following data is submitted for your information in considering this res 
lution. Attached hereto is an estimated budget for the operation of this ¢ 
committee for the next year beginning February 1, 1953, together with a stg 
ment of the proposed staff salaries. You will note that it is estimated under ; 
budget it will require $200,000 to operate this subcommittee during th 
year. However, our resolution requests only $189,000, in addition to the si 
approximately $11,000 which is the unexpended balance of our 1952 funds \ 
we will have left over at the end of this month. 

During the last year this subcommittee expended approximately $89,000 
maintained a staff of 12 people. In considering the budget for the next year» 
was the opinion of the members of the Senate Committee on Government () 
ations that if the subcommittee intended to investigate adequately those matte 
primarily involving economy and efficiency in Government, it would be necess; 
to increase our staff to approximately 23 persons. It is believed that wit! 
expanded staff of this size the subcommittee will be able to effect considera 
savings in the operation of the executive agencies. It has been the experien: 
this subcommittee that by making constant inquiries into the activities of Gover 
ment agencies, savings can be effected in specific cases of inefficiency or was 
In addition the salutary effect of a planned investigative program necessar 
tends to make for better efficiency and economy in those agencies which are 
subject of inquiries by our subcommittee. 

If there is any further information you desire concerning the proposed operat 
of this subcommittee during the coming year I will be pleased to confer with y 
or members of your committee. 

Sincerely yours, 
Joe McCarrny, Chairma 


Estimated budget for the period Feb. 1, 1953, to Jan. 31, 1954, for the Se 
Permanent Subcommittee on Investigations of the Committee on Covernny 
Operations 


Miscellaneous expenses: 
Field investigation expenses of staff for per diem and travel $10, 000 
Office supplies, postage, telephone and telegraph _-_- - 2, 000. 
Recording proceedings 34 . 3, 000 
Witnesses—per diem and travel _- 3, 500 
Photostats, newspapers, documents and conference rooms- 1, 000 


Subtotal, miscellaneous expenses - - 19, 500 
Salaries: 


Legal and investigative._____- 146, 346. 8 
Clerical : ; 34, 153. | 


180, 500. 


Total . ; sa ; . } ; 200, 000. i 
Balance of 1952 authorization_ 11, 000. & 


Amount needed _ _-- .- BJ : 7 j 189, 000. Of 





AUTHORIZE TEMPORARY PERSONNEL AND CERTAIN EXPENDITURES 3 


Proposed staff and salaries for the year Feb. 1, 1953, to Jan. 31, 1954 


Legal and investigative: 
General counsel and staff director $11, 646. 00 
Chief counsel 11, 646. 00 
Chief assistant counsel 10, 068. 45 
Assistant counsel 9, 570. 7 
Do 9, 570. 7 
Do 9, 570. 7 
Do 8, 005. 36 
Do 8, 005. 36 
Chief investigator . 10, O68. 45 
Investigators 8, 005. 36 
Do , 005. 36 
Do , 005. 36 
Do , 033. 19 
Do >, 577. 27 
Research director , O68. 45 
Accountants (contracted on per diem basis) , 000. 00 


Total >, 346. 8: 


Clerical: 
Chief clerk 
Assistant clerk (secretary to general counsel) 
Assistant clerk (record clerk) 
Assistant clerk (file clerk) 
Assistant clerk (stenographer) 
Do 
Do 


Total 


Grand total, salaries 
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PROPOSED INVESTIGATIONS ON THE PART OF THE 
COMMITTEE ON INTERSTATE AND FOREIGN COM- 
MERCE 


JANUARY 29, 1953.—Ordered to be printed 


Mr. JENNER, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


{To accompany S. Res. 41] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 41) to investigate certain problems relating to 
interstate and foreign commerce, report favorably thereon with 
amendments and recommend that the resolution, as amended, be 
agreed to by the Senate. 

This resolution would set up new investigations on the part of the 
Committee on Interstate and Foreign Commerce in five specific areas 
of primary importance within the committee’s jurisdiction. 

The five areas to be inquired into will be national communications, 
with special reference to color and educational television; the recent 
advances in intercontinental, commercial jet air transportation; the 
existing need of railroad reorganization in the United States; crime 
and political racketeering on the water fronts of the east and west 
coasts; and matters which may affect international trade within the 
jurisdiction of the Department of Commerce. 

For such investigations, it is proposed that $75,000 be authorized 
to establish a subcommittee staff and that the subcommittee report 
its findings before January 31, 1954. 

The committee has submitted a proposed budget which calls for the 
hiring of three staff members, three investigators, and three clerical 
assistants, with $17,000 of the total amount requested to be assigned 
as subcommittee expenses. 

A more detailed explanation of what is proposed, together with a 
budget, was submitted to Senator William E. Jenner, chairman of the 
Committee on Rules and Administration, by Senator Charles W. 
Tobey, chairman of the Committee on Interstate and Foreign Com- 
merce. The letter and the budget (which was approv ed. by the 
Committee on Rules and Administration) follow: 
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COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE 


Unirep States SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
January 21, 1953, 


Hon. WituiaM E. JENNER, 
Chairman, Committee on Rules and Administration, 
United States Senate, Washington, D. C. 

My Dear Mr. CuartrMan: As chairman of the Committee on Interstat 
Foreign Commerce, I have been ordered to report favorably, by unanimous 
a resolution (S. Res. 41) directing this committee to make a full and eco; 
study of any and all matters within its jurisdiction. The resolution, 
would authorize the expenditure of not more than $125,000, has been referred 


to your committee, and in that regard I should like to set forth the principg| 
reasons necessitating this broad study. A proposed budget is also submitted 
herewith. 

The resolution at hand specifies five areas of primary importance: 

(1) Communications.— Within this field the problems of television are es; ly 
revolutionary. Color TV and educational TV are two developments requiring 
the careful attention of the committee during their developmental stages 
question of monopoly control of some broadcast services must also be furt! 
explored, especially in the context of the growing new services—and freque: 
allocations for them—which affect the public welfare. 

(2) Civil aeronautics.—The head start achieved by Great Britain in the desig 
and utilization of commercial jet air transport has dramatized the need for ar 
advanced United States program in this field. The committee proposes to | 
into the area of prototype development in an effort to encourage more ra 
development in this country of our air-transport potential. 

(3) Domestic surface transportation.—Among the major problems needing atten- 
tion in this field is the matter of railroad reorganizations, especially the voluntary 
reorganizations under the Mahaffie Act. Although increasing use is being mad 
of this instrument, no thorough study bas yet been made of its provisions as 
they have been implemented in actual reorganizations. Considerable publi 
satisfaction has been manifested in certain cases with the manner in w 
reorganizations have been carried out, and this committee feels that such matters 
should be thoroughly explored. 

(4) Maritime matters.—The shocking revelations of crime and political cor- 
ruption on the New York water front which have come to light through 
investigations of the New York State Crime Commission indicate dramatically 
the need for a major study of this and similar situations in port areas on bot! 
coasts of the United States. Such a study should emphasize the interstat 
nature of this crimingel activity and should be directed toward protecting 
security of our national interests as they are manifested in the crucial port are: 
of the country. It should be noted that a study of this magnitude may beco1 
complex and involved, thus requiring more time and money than can be fores¢ 
at present. 

(5) International trade.—The duties and functions of the Department of Com- 
merce in the field of foreign trade ere many and extensive. With more emphasis 
being placed on expanded internetionel trede as a substitute for diminishing 
foreign aid, the Department’s responsibilities in the field will become 1 
heavier. The committee recognizes the need for a legislative reappraisal of th 
Depertment’s key position in the field of United States foreign trade, and of the 
sufficiency of the megsures now provided by law and regulation in the light of 
the increased emphasis on trade. 

There ere, of course, many other matters within the jurisdiction of the com- 
mittee which will claim its attention and its efforts during the coming Congress 
Among these I should mention the economic problems facing New Engl 
Here is the Nation’s oldest economic region, with the most mature regione! 
economy, facing major changes and adjustments in the pattern of its econ 
life. Here, too, is a region which has received very little Federal aid of 
kind. For these reasons and, perhaps more significantly, because New Fng! 
is 2 prototype of an advanced economic region, this area deserves the atte! 
of the committee. Seversl authoritative studies of the New England economy 
have recently been issued, and the time seems particularly appropriate for 4 
comprehensive study of the legislative implications of these reports. 

In the conduct of all these studies the committee’s professional and clerical 
staff will be used to the maximum extent possible. And, by pooling the tem- 
porary personnel employed under the resolution, maximum utilization and inte- 
gration of the staffs can be achieved—at a consequent saving of funds. 


wr 





COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE 


. éstimated budget, proposed by the committee on a 24-month bs 
Estimated budget 
mnel and salaries: 
lawyer at $11,600 per vear____-_-_- : 600 
lawver at $8,000 per vear : Tae , 000 
economist at $8,000 per year ; &, 000 
{ 


I 
1 
] 


3 clerk-stenographers at $4,200 per year each : 2, 600 
3 investigators at $6,000 per year each ; , 000 


Total : 58, 200 


Other expenses: 
Reportorial services (includes cost of transcript) in field and Wash- 
ington_- ey ee ; ‘ , 000 
Office expenses (phone, telegraph, supplies, ete.) ‘ , 800 
Travel and related expenses (committee members and staff) -_ ~~~ 5, 000 


Total eis ; 7, 000 


Grand total . 75, 000 


Sincerely yours, 
Cuas. W. Tosery, Chairman 
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\UTHORIZING THE COMMITTEE ON THE JUDICIARY TO 
M Ke CERTAIN EXPENDITURES AND EMPLOY TEMPO- 
RARY PERSONNEL 


JaANuARY 29, 1953.—Ordered to be printed 


Jenner, from the Committee on Rules and Administration 
submitted the following 


REPORT 


[To accompany S. Res. 48] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 48) authorizing the Committee on the Judiciary 
to make certain expenditures and employ temporary personnel, having 
considered the same, report favorably thereon, without amendment, 
and recommend that it be agreed to. 

Th * purposes of this resolution are e xph Lined in the following - ter 
a report which were communicated by the chairman of the Com- 
mittee on the Judiciary, Senator William Langer, to the eae of 
the Senate Committee on Rules and Administration, which letter is 
inclusive of a proposed budget approved by the Committee on Rul 
and Administration and is as follows: 


CS 


UNITED STATES SENA 
COMMITTEE ON TH! 


WILLIAM E. JENNER, 
rman, Committee on Rules and Administration 
Senate Office Building, Washington 25, D. C. 
DEAR SENATOR JENNER: Your attention is invited to 
b) memorandum explaining the need of the funds 
Resolution 48. 
m direct your attention particularly to the fact that the funds present! 
‘for the operation of the Immigration and Natur lize ation Subcommittee 
of C ommittee on the Judiciary expire on January 31, 1953, and therefor ( 
resolution is of considerable urgency. The amount provided fo ir by the 
397,000 for a l-vear period, is the same amount which was provided for a 
period ending January 31, 1953. 
With kindest regards, I am, 
Sincerely, 
WILLIAM LANGER, 
Chairman, Committee on the Judicia 





2 AUTHORIZE CERTAIN EXPENDITURES AND TEMPORARY PERSONNEL 


MEMORANDUM 


Senate Resolution 48, which provides $97%000 additional funds to th, 
mittee on the Judiciary for a l-year period befinning February 1, 1953. js 
principally to maintain the Subcommittee on Immigration and Natura] 
The subcommittee has been maintained exclusively by funds provided b\ 
resolutions since the first session of the Eightieth Congress, which was 
Congress operating under the Legislative Reorganization Act. 

The subcommittee is presently maintained from funds provided purs 
Senate Resolution 261 of the second session of the Eightv-seeond (¢ 
Senate Resolution 261 provided $97,000 for a l-year period and will « 
January 31, 1953 \t the expiration of Senate Resolution 261 on Ja: 
1953, there will be an unexpended balance of approximately $9,000, 


WORKLOAD OF THE SUBCOMMITTEE 


Since the beginnit f the Kightieth Congress, which, as previously point 
was the fir ongress operating under the Legislative Reorganization Ac 
has been a substantial and ever-increasing workload on the limimigrat 
Naturalization Subcormmittee. 


PRIVATE IMMIGRATION AND NATURALIZATION BILLS 


The number of private immigration and naturalization bills referred 
Senate has progressively inereased from 58 in the Seventy-eighth Cor 
114 in the inth Congress, to 465 in the Fightieth Congress, t 
the Kightyv-first Congress, to I,St1 in the Eighty-second Congress 

Of the 1,S11 private immigration or naturalization bills which were ref 
the Committee on the Judiciary during the Eightv-second Congress, 1,230 


dispose | of, of which number S21 were reporte 1 favorably to the Senat 


were indefinitely postponed, 


It is roughly estimated that the time devoted by a staff member to the aver 


private bill is approximately 3 hours. In a typical » tl is involves: 

(a) Docketing of the case and preparation of the file; 

bh) Solicitation of reports from Government agencies, sponsor, and inter 
parties; 

Interview of interested parties, study of reports and other inforn 
and preparation of résumé of the facts for the subcommittee; 

d) Discussion of case with the subcommittee, and thereafter ir 
committee; 

(¢ Preparation of report to the Senate on the case if COM MIttes 
favorable; 

f) Preparation of letter to sponsor if committee action is unfavorahb! 

(q) Transmission of information on Senate bills to the House Commi 
the Judiciary. 

Many private bills are indefinitely postponed because the committee has 
general policy of disapproving private bills in cases in which an administrat 
remedy appears to be available. In this type of case the staff assists the Senat 
office in working out the administrative remedy for the alien involved 


GENERAL IMMIGRATION AND NATURALIZATION BILLS (OTHER THAN THI 
IMMIGRATION AND NATIONALITY ACT) 


There were referred to the Committee on the Judiciary 38 general immigr 
or naturalization bills during the Eighty-second Congress; 33 of these bills 
disposed of, of which number 11 were reported favorably to the Senate and 22 
were indefinitely postponed. This accounts for the full-time service of two 
staff members, plus the service of a stenographer, and is in addition to the work 
hereinafter set forth on the Immigration and Nationality Act. 


THE IMMIGRATION AND NATIONALITY ACT 


On June 27, 1952, the immigration and naturalization omnibus bill became 
Public Law 414 after its enactment over a Presidential veto. The new act went 
into effeet on December 24, 1952. In order to assure fair and effective interpreta- 
tion and administration of the new act, considerable work hours of the staff hav: 
been and will be utilized in conference with enforcement officials, in researc! 
and in the study of rules and regulations and administrative interpretations 
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REFERRAL ITEMS AND CORRESPONDENCE 


The subcommittee has an extensive workload of referral items from Senators’ 
ifices and correspondence which cannot be statistically appraised but which 


necessitates considerable work, and accounts for the full-time services of one 
staf! member and two stenographers. 


SUSPENSION OF DEPORTATION CASES 


Under the immigration laws the Attorney General is empowered to adjust the 
status of certain deportable aliens to permanent resident, but such adjustment of 
status is subject to affirmative congressional approval in each case. These cases 
have progressively increased since the conclusion of World War II. 

During the Eighty-first Congress the subeommittee-had 7,538 cases of suspension 

deportation. Of this number, 4,716 were recommended for approval in 33 

neurrent resolutions. 

During the Eighty-second Congress the subcommittee had for processing 13,290 
ases of suspe nsion of deportation, Of this number 7,145 were approve d, 2.568 

held for further consideration, 81 were withdrawn by the Attorney General, 
and 3,496 were in process as of the close of the Eighty-second Congress. 

Under the provisions of the Displaced Persons Act, a number, not to exceed 
15.000, of persons who have gained admission into the United States on a tem- 

rary basis may have their status adjusted to permanent residents. Each of 

-¢ cases is subject to affirmative congressional approval by action similar to 

action taken in the suspension of deportation cases. 

During the Kighty-second Congress the subcommittes 

ns referral cases, of which number 2,216 were approve 
he Attorney General, and 514 held for further considerati 
process at the end of the Eighty-second Congress. 

Due to the substantial workload of the subcommittee’s 

one staff member and one stenographer have be 
ispension of deportation cases and displaced 

iff members have assisted in this work as their time permittes 

With the passage of the new Immigration and Nationalits 

ore time can now be devoted to the screening of suspensi 

rposes since, under the new law, only limited classes of 
juired to have affirmative congressional approval 


SUBCOMMITTEE STAFE 


he present subcommittee staff consists of seven staff members and 
stenographers. It is not contemplated that the staff will be increased 
previously pointed out, the instant resolution provides for the same amour 
perate the subcommittee during the current period as was provided durit 
last session of the Congress ($97,000 
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Proposed budget, standing Immigration and Naturalization Subcommittee, 
Com mittee on the Judiciary, Fe b. a 1958, through Jan. $1, 1954 


STAFF EXPENSE 


| 
Base | Gross | Monthly | Total for 


Number 
umber | salary salary | salary 
| 


| 
| 
——|—__—— 


Staff director. | | $7, 320. 0O'$11, 646.00) $970. 50, $11, H46.¢ 
Attorney . ' | i 5, 640. 00 783. 73) 47, 02 
Research clerk ; rm , 920, 00 35 680.86) § 
Stenographer 5| 3,120.00) £ » ae 480. 47! 2 


94. 669. 28 





NONSTAFF EXPENSE 
Contingent fund 
Travel 
Stationery 
Telephone and telegraph 


lotal nonstalff expense 


RECAPITULATION 
Total staff expense. 
Total nonstat! expense 


Total expense 
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INCREASING THE LIMIT OF EXPENDITURES FOR A RE- 
VIEW OF THE ADMINISTRATION OF THE TRADING 
WITH THE ENEMY ACT 


January 29, 1953.—Ordered to be printe d 


- JENNER, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


{To accompany S. Res. 47] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 47) increasing the limit of expenditures for a 
review of the administration of the Trading With the Enemy Act, 
having considered the same, report favorably thereon, without amend- 
ment and recommend that it be agreed to. 

This resolution would continue until June 30, 1953, the present 
investigation by the Committee on the Judiciary of the administration 
of the Trading With the Enemy Act. 

A letter from the chairman of the Judiciary Committee, Senator 
William Langer, to the chairman of the Rules and Administration 
Committee, William E. Jenner, explaining the specific purposes of 
the resolution, and transmitting a proposed budget which was ap- 
proved by the Committee on Rules and Administration, is attached 
hereto. 

Unitep States SENATE, 
CoMMITTEE ON THE JUDICIARY, 
January 27, 1953 
Hon. Witiiam E. JENNER, 


Chairman, Rules Committee. 
United States Senate, Washington, D. C 


My Dear SENATOR JENNER: There has been introduced a resolution which 
bears the number Senate Resolution 47, continuing the examination and review 
of the administration of the Trading With the Enemy Act as provided by Senate 
Resolution 245, Eighty-second Congress, second session. With the continuance 
of the committee, the resolution provides for the unexpended part of the original 
appropriation to be continued, with the work, to June 30, 1953, and for an addi- 
tional $50,000. 

The committee discovered from its examination and review that the Office of 
Alien Property, a branch of the Justice Department, in the administration of the 
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Trading With the Enemy Act, has complex duties and functions. In 
the staff devoted to the study they were able to make a comprehensive 
of its claims program, its organization, and some of its more detailed acc 
problems. The study included the liquidation of the vested properties fr 
simplest procedure of reducing to cash an unclaimed vested asset of | 
property, to the more complicated management of vested business ent 
involving extensive litigation. The need for further and more detailed « 
tion of this program is made apparent by those fundamental disclosur 
field of patents, copyrights, and trade-marks did not receive exhaustive 
but the study that was made clearly indicates the importance, the num} 
substance of those items in the field. It will require specialized attentior 
program of investigation which will be quite extensive in scope 

Liquidations of business enterprises, the treatment of estates and trusts 
approach 2,000 in number, the management and in some instances liquida 
vested real property, should be examined in greater detail and in much 
than the present report indicates it was possible to do within the 
existence of this committee 

There are nume rous records stored on Ellis Island which are the only 
information which will disclose whether or not liquidation of certain busine 
prises was prope vs carried on and will support & proper estimate of t! 
of those in charge of the administration of the act 

The office has had under its direction numerous business enterprises 
assets of more than $100 million and which has international business 
and activities. There is a large number of these enterprises which are co 
through the medium of directors selected by the Office of the Director of 
Property. <A proper understanding and evaluation of the management of 
enterprises requires additional time and specialized study. 

Two certified public accountants, three lawyers, three investigators, and « 
on the clerical staff have made a foundation for a continuing study, the cont: 
tion of which cannot be valued in money, but this work makes it possible to co 
plete the investigation in shorter time. It will be necessary to increase the 1 
of accountants. The lawyers may be increased by the addition of those 
fessionally capable of an examination of patents, copyrights, and trade-marks 
three investigators may be sufficient for the time being but as their work is larg 
controlled by the disclosures made as a result of the accountant’s examinations a 
will be continuing in the personnel study already conducted and under way, it 
be necessary to increase this group to the extent of doubling the number 

Apparently the clerical staff will be adequate for all ordinary purposes 
will be additional expenses in travel and hearing costs since the investigatior 
now include not only the New York office out of Washington, but San Fran 
Honolulu, Manila, Tokyo, and Munich, Germany. Our committee feels that 
studies of the subeommittee have resulted in a substantial contribution to ar 
needed legislative changes and we feel further that the benefits of completing 
study and the resulting well-rounded legislative program indicated by the st 
will justify its continuance. 

Our committee respectfully requests that your committee approve the 
tional appropriation with the extension of the time and the continuance o 
eXamination. 

With kindest regards, I am, 

Sincerely, 
Wituram Lancer, Chairman 
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en property investigation, budget for additional authorization. Jan 3] 
June 30, 1953 


to 


‘ountant 

Do 

Do 

Do 

Do 
Lawyer-investigator 

Do 
Investigator 

Do 


$4,100.15 
AN. 30 
1 84.60 
1, 784. 60 
1, 784. 60 
73.60 
2, 262. 55 
iS7 
2, S81 
lotal staff 24, 507 
I 
secretary 
Stenogr ipher 
Do 
Do 
Do 
Do 
Do 
Do 


otal clerical 
Potal salaries 


expenses 
porter (transcript 
Thess [ees 
lephone and telegraph 
ivel 500. 00 
Stationery and office supplies 500. 00 


ntingent fund 37, 20 


4, 000. 00 
1, 500. 00 
500. 0O 


} ‘ = 
otal other expenses 0, 937. 20 
7.2 


Fotal budget 10, 000, 00 
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EXTENDING THE AUTHORITY OF THE COMMITTEE ON 
ARMED SERVICES FOR HEARINGS AND INVESTIGATIONS 


JANUARY 29, 1953.—Ordered to be printed 


- Jenner, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany 8. Res. 50] 


lhe Committee on Rules and Administration, to whom was referred 
resolution (S. Res. 50) extending the authority of the Committee 
Armed Services for hearings and investigations, having considered 
e, report favorably thereon without amendment and recommend 
t it be agreed to by the Senate. 
rhis resolution will extend until March 17, 1953, the life of the 
paredness Subcommittee of the Armed Services Committee for the 
rposes of report and reorganization. 
\ proposed budget submitted by the Senate Armed Services 
ommittee showing anticipated expenditures in the: amount of 
1,634 until March 17, 1953, and one which was approved by the 
‘ommittee on Rules and Administration is as follows: 


posed budget for the Senate Pre paredne ss Subcommittee fo > months, February 
and March 1958 

aries __ : oe a . $24, 350 

t : ee i. ; F 1, 167 

TRVOE ids J geese. bas ete ine > , 3, 000 

; we’ ‘ 117 

LEIS ce F ; 600 

nsultants, witness fees and travel _- ; 7 SOO 

ontingencies (hearings, etc.) aes : 1, 300 


Total AP is oy De : , 31, 634 








KXTENSION OF INVESTIGATION OF OVERSEAS 
INFORMATION PROGRAMS 


JANUARY 29, 1953.—Ordered to be printed 


LEY, from the Committee on Foreign Relations, submitted the 
following 


REPORT 
[To accompany 8S. Res. 44] 


The Committee on Foreign Relations having had under considera- 
tion Senate Resolution 44, autborizing a continuation of an investiga- 
tion with respect to the effectiveness of foreign information programs, 

rts the resolution to the Senate and recommends its approval. 


PURPOSE OF RESOLUTION 


Late during the second session of the Eighty-second Congress, the 
Senate passed Senate Resolution 74, which authorized the Foreign 
Relations Committee or a subcommittee thereof to study the overseas 
information programs of the United States Government. That resolu- 
tion authorized not to exceed $50,000 to meet the necessary expenses 
of the subcommittee. 

Pursuant to that resolution, a subcommittee under the chairmanship 
of Senator Fulbright began its studies of the program. Short hearings 
were held in November, and they have been printed. Several mem- 
bers of the subcommittee proceeded to various overseas posts for on- 
the-spot surveys of the information program. 

A report, to be filed by the subcommittee before January 31, rec- 
ommends that the subcommittee be continued in operation until 
June 30, 1953, thus enabling it (a) to hold hearings based upon the 
personal studies of members of the subcommittee, (6) to explore fur- 
ther questions and problems raised by investigations thus far under- 
taken, and (ec) to carry on field investigations in Latin America. 

The subcommittee also recommended that an additional $25,000 
be authorized for use to defray expenses of the subcommittee. 

On January 14, 1953, the full Committee on Foreign Relations en- 
dorsed these recommendations. 
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CONCLUSIONS 


In view of the interest of the incoming administration in the de. 
velopment of a strong foreign information program for the United 
States, the committee believes that it would be in the interests of the 
United States to carry the investigation authorized by Senate Reso. 
lution 74 to its conclusion. Public hearings which will seek to elicit 
the best thinking of Americans interested in the information program 
will undoubtedly assist the committee in formulating conclusions to 
be submitted to the Senate by the end of the current fiscal year, 
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EMPLOYEES OF FORMER SENATOR FRED A. SEATON 
JANUARY 29, 1953.—Ordered to be printed 


Mr. Jenner, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S. Res. 52] 


The Committee on Rules and Administration, having considered an 
original resolution to pay compensation for a certain period to em- 
ployees of former Senator Fred A. Seaton, report favorably thereon 

' and recommend that it be agreed to by the Senate. 

; This resolution provides for payment of salaries to administrative 
- and clerical assistants appointed by former Senator Fred A. Seaton, 
of Nebraska, for 1 month following the general election on November 
4, 1952, at their respective rates of salary as they were so listed on the 
Senate payroll on November 4, 1952. 

Precedent for their payment may be found in Senate Resolution 203, 
Eighty-first Congress, agreed to on February 1, 1950, which extended 
the same courtesy and payment to the administrative and clerical 
assistants of former Senator John Foster Dulles, of New York. As in 
the case of the present resolution, this was done in recognition of their 
services to an outgoing Senator after he had left office the day follow- 
ing a general election. 

Each person covered by the resolution herein will be required to 
submit an affidavit to the Secretary of the Senate showing employment 
covered for the period stated herein. 

It is estimated the maximum amount of money which could be paid 
out under this resolution would amount approximately to $350. 


O 
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EXTENDING THE TIME FOR COMPLETION OF THE MANPOWER 
STUDIES IN THE EXECUTIVE DEPARTMENTS BY THE COMMIT- 
TEE ON POST OFFICE AND CIVIL SERVICE 


JANUARY 29, 1953.—Ordered to be printed 


Mr. Jenner, from the Committee on Rules and Administration, 
submitted the following 


REPORT 
(To accompany S. Res. 53] 


The Committee on Rules and Administration, having considered an 
original resolution to extend the authority of the Committee on Post 
Office and Civil Service in its investigation of personnel needs and 
practices of the Government, report favorably thereon and recom- 
mend that the resolution as reported be agreed to by the Senate. 

This resolution would continue until February 15, 1953, inclusive, 
the present staff study of the Committee on Post Office and Civil 
Service investigating the manpower policy and general civil-service 
policy of the executive branch of the Government. Authority for 
such an investigation ends on January 31, 1953, unless otherwise 
extended. This investigation was given funds in the amount of 
$50,000 during 1952 by the Senate. Of that total approximately 
$10,000 remains, of which it is expected that this resolution would 
expend net more than $8,000. 

Following the issuance of all final reports by the committee, the 
investigation will end. 
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PAYING COMPENSATION FOR A CERTAIN PERIOD TO 
EMPLOYEES OF FORMER SENATOR BLAIR MOODY 


JANUARY 29, 1953. Ordered to be printed 


\[r. Jenner, from the Committee on Rules and Administration; 
submitted the following 


REPORT 
{To accompany S. Res. 54] 


The Committee on Rules and Administration having considered 
an original resolution to pay compensation for a certain period to 
employees of former Senator Blair Moody, report favorably thereon 
and recommend that it be agreed to by the Senate. 

This resolution provides for payment of salaries to administrative 
and clerical assistants appointed by former Senator Blair Moody, of 
Michigan, for 1 month following the general election on November 4, 
1952, at their respective rates of salary as they were so listed on the 
Senate payroll on November 4, 1952. 

Precedent for their payment may be found in Senate Resolution 
203, Eighty-first Congress agreed toon February 1, 1950, which ex- 
tended the same courtesy and payment to the administrative and 
clerical assistants of former Senator John Foster Dulles, of New York. 
As in the case of the present resolution, this was done in recognition 
of their services to an outgoing Senator after he had left office the 
day following a general election. 

Each person covered by the resolution herein will be required to 
submit an affidavit to the Secretary of the Senate showing employ- 
ment covered for the period stated herein. 

It is estimated the maximum amount of money which could be paid 
out under this resolution would amount approximately to $5,100. 
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\YING COMPENSATION FOR A CERTAIN PERIOD TO 
\IPLOYEES OF FORMER SENATOR THOMAS R. 
\ DERWOOD 


JANUARY 29, 1953.—Ordered to be printed 


JenNER, from the Committee on Rules and Administration, 
submitted the following 


REPORT 
[To accompany 8. Res. 55] 


e Committee on Rules and Administration having considered an 
nal resolution to pay compensation for a certain period to em- 
es of former Senator Thomas R. Underwood report favorably 
eon and recommend that it be agreed to by the Senate. 

his resolution provides for payment of salaries to administrative 

id clerical assistants appointed by former Senator Thomas R. 
| aderwain of Kentucky, for 1 month following the general election 

November 4, 1952, at their respective rates of salary as they were 
so listed on the Senate payroll on November 4, 1952. 

Precedent for their payment may be found in Senate Resolution 203, 
Kighty-first Congress, agreed to on February 1, 1950, which extended 
the same courtesy and payment to the administrative and clerical 
assistants of former Senator John Foster Dulles, of New York. As in 
the case of the present resolution, this was done in recognition of their 
services to an outgoing Senator after he had left office the day fol- 
lowing a general election. 

Kach person covered by the resolution herein will be required 
submit an affidavit to the Secretary of the Senate showing employment 
covered for the period stated herein. 

lt is estimated the maximum amount of money which could be 
pail out under this resolution would amount approximately to $3,500. 
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ESTABLISHMENT OF VETERANS’ ADMINISTRATION 
DOMICILIARY FACILITY AT FORT LOGAN, COLO. 


JaANuaARY 30, 1953.—Ordered to be printed 


Mr. MILLIKIN, from the Committee on Finance, submitted the following 


REPORT 
{To accompany 8, 242 


The Committee on Finance, to whom was referred the bill (S. 242 
to provide for the establishment of a Veterans’ Administration domi- 
ciliary facility at Fort Logan, Colo., having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

GENERAL STATEMENT 


The purpose of the bill is to provide for the establishment, operation, 
and maintenance of a facility for the domiciliary care of veterans at 
Fort Logan, Colo., on property now in the possession of the Veterans’ 
Administration. 

A resolution of the former Federal Board of Hospitalization, adopted 
May 29, 1946, and approved by the President on June 8, 1946, author- 
ized the Administrator of Veterans’ Affairs to enter into an agreement 
with the then War Department for the transfer of the Fort Logan 
station hospital at Fort Logan, Denver, Colo., to the Veterans’ 
Administration and to provide temporarily at that location a 300-bed 
veterans’ hospital for general medical and tuberculosis cases. On 
October 22, 1946, the Veterans’ Administration hospital at Fort Logan 
Was activated. 

In September 1951 the Veterans’ Administration vacated the Fort 
Logan Hospital, which at that time had a capacity of 326 beds, and 
moved into its new 500-bed general medical and surgical hospital m 
Denver. Recommendation was made that the Veterans’ Administra- 
tion continue to operate the Fort Logan Hospital as a domiciliary 
home. 

Your committee favors the establishment, operation, and main- 
tenance by the Veterans’ Administration of the Fort Logan Hospital 
as an additional domiciliary home. 
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FOREWORD 


The Committee on Foreign Relations transmits herewith to the 
Senate an interim report of the Subcommittee on Overseas Informa- 
tion Programs of the United States created pursuant to the terms of 
Senate Resolution 74, Eighty-second Congress, second session. The 
Committee on Foreign Relations on January 14, 1953, agreed to recom- 
mend to the Senate that the Committee on Overseas Information be 
‘continued until June 30, 1953, in order to complete its studies, that it 


be authorized an additional $25,000 for necessary committee expenses, 
and that the chairman of the Committee on Foreign Relations be re- 
quested to introduce a resolution giving effect to these recommenda 
tions. 
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OVERSEAS INFORMATION PROGRAMS OF THE UNITED 
STATES 





JANUARY 30, 1953.—Ordered to be printed 


—_————— CU 


\lr. FutBricut, from the Committee on Foreign Relations, submitted 
the following 


INTERIM REPORT 


{Pursuant to 8. Res. 74, 82d Cong.] 


I. INTRODUCTION 


Senate Resolution 74, passed on June 30, 1952, authorized the Com- 
mittee on Foreign Relations, or any subcommittee thereof duly 
designated by the chairman, in conjunction with two other Senators 
designated by the President of the Senate, to conduct a full and 
complete investigation and study of the objectives, operation, and 
effectiveness of existing foreign information programs of the United 
States Government. 

The chairman of the Committee on Foreign Relations appointed 
Senator Fulbright chairman of the subcommittee. Other members 
designated from the Foreign Relations Committee were Senators 
Gillette, Wiley, and Hickenlooper, and from the Senate at large, 
Senators Benton and Mundt. The subcommittee was bipartisan in 
character, consisting of three Democrats and three Republicans. 
Senate Resolution 74 called for the subcommittee to report to the 
Senate prior to January 31, 1953. 

It was not possible for the subcommittee to hold meetings before 
November 1952. Members of the staff of the Senate Foreign Rela- 
tions Committee, however, held many conferences with officials con- 
+ cerned with the information program and with consultants whom the 
subcommittee retained. The Legislative Reference Service of the 
Library of Congress gave valuable assistance in preparing background 
material, 

Several confidential staff studies were circulated and three studies 
were published as committee prints: (1) General Background Infor- 
mation; (2) Great Britain’s Information Program; and (3) The 
Soviet Union’s Propaganda Program. The subcommittee asked for 
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special reports from all heads of missions and obtained informatioy 
from Americans living abroad who were in a position to comment oy 
the effectiveness of our information programs. Senator Wiley visited 
Western Europe in connection with this and other subcommittec 
assignments and observed information programs in several countries 
Senator Benton also made a visit to Western Europe to secure jy. 
formation for the subcommittee. This information, the staff studies 
and testimony at the brief executive hearings held in November 1952 
were available to members who were able to make personal inspections 
abroad in late November and December 1952 

Senator Fulbright visited a number of posts in Western Europ: 
Senator Gillette in the Middle East, and Senator Hickenlooper in thy 
Far East. On these visits it was possible to check the information 
obtained from the sources mentioned above and by personal obserya- 
tion to obtain additional knowledge about American overseas infor- 
mation activities. Each of the members who traveled abroad has 
filed reports with the subcommittee. 

On the basis of the information thus obtained, the following recom- 
mendations are submitted: 


Il. RecoOMMENDATIONS 


It is recommended that the subcommittee be continued 
operation until June 30, 1953. If thus continued by the Senate, the 
subcommittee would be able— 

(a) To hold hearings based upon the personal studies of mem- 
bers of the subcommittee; 

(6) To explore further the questions and problems raised in 
this study; 

(c) To undertake field investigations in Latin America; 

(7) To continue to collect information on the program and 
carry out the purposes as set forth in Senate Resolution 74. 

It is further recommended that $25,000, in addition to funds 
remaining available, be authorized for use to defray expenses of the 
committee in carrying on the studies required by Senate Resolu- 
tion 74. 

Ill. Genera Conciusions 


The subcommittee believes that the overseas information 
services and programs of the United States and private agencies are 
very important and that they must and can be strengthened. Ina 
world beset by a mighty contest of ideologies—which our opponents 
could all too easily shift to all-out military conflict—it is essential 
that the United States Government take all reasonable and proper 
steps to see that the people of the world know the principles for which 
we stand. 

A successful information program will permit the true nature of our 
purposes and ideals to be contrasted with those of communism and will 
contribute to the unity and strength of the free world. 

The subcommittee is giving attention to the question of the best 
way of realizing these aims. The assumption upon which the organi- 
zation and role of the overseas information and education activities 
has been based in the past has been that there should be an official 
program, centrally designed and administered, and contributing to 
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foreign peoples’ understanding of America’s objectives for world peace 
and progress. 

This assumption was In many ways an outgrowth of information 
programs developed during the war. It was no doubt influenced 
somewhat by congressional action, in law and in appropriations. 
The assumption that there should be a centrally directed world-wide 
program, however, has been responsible for a cumbersome, extensive, 
and rigid bureaucratic framework and jargon and has prevented or 
at least understressed the use of other, and perhaps better, methods 
of operation in a very complex and delicate field. The trend in the 
past has been toward building up, in Washington and New York, 
large media divisions, which produce in finished and semifinished 
form quantities of information materials for official distribution and 
broadeast abroad. The present administration of the international 
information and education program seems to be cognizant of this 
problem, and there is some evidence that the program is being re- 
adapted to more realistic present needs. The committee is interested 
to know, for example, that the State Department has developed plans 
to submit its program to Congress on a country basis—that is, to re- 
quest appropriations upon definite plans designed for each country in 
which it operates, and this is one proposal which merits careful study. 
It is also giving its public affairs officers in each country greater au- 
thority and responsibility in tailoring programs to fit more nearly the 
needs therein. 

The proper concept, however, involves much more than merely 
organizational or budgetary aspects. What is involved is the basic 
conception of the real role, character, and limitations of official foreign 
information activities, and the selection of qualified personnel who 
can administer such activities at home or abroad. 

The first principle upon which a determination of this role ought 
to be based is that tactics and methods must vary with local psvcho- 
logical factors. One of the few generalities which can be derived from 
this principle is that the more highly developed a free country is, and 
the greater is its degree of political maturity and general education, 
the less effective are the official information activities of a foreign 
government in that country. (Even this general rule has its excep- 
tions, however, as in Berlin and Vienna, where, because they are 
within the shadow of the iron curtain, there is more tolerance of 
official United States Government information, which is itself a 
comforting manifestation of United States presence). 

Furthermore, as regards Western Europe, for example, this principle 
may mean greater emphasis upon personal contact, persuasion, and 
explanation. Our materials must be based upon facts, figures, texts, 
and other authoritative and unimpeachable materials which illustrate 
the character of the United States, its people, its institutions, its 
spiritual and moral principles, and its fundamental position and 
policies on all important issues. 

The acceptance of this principle would lessen—at least in some 
areas—the dangers of overbelligerency and amateurishness. Ameri- 
cans residing abroad, who are competent observers, report that some 
of our information services seemed to talk down to peoples who have 
had as much practical experience as ourselves and who therefore resent 
the implication of superiority and preaching. In highly developed 
countries, therefore, there may be an opportunity to revamp our 
official information activities and make our program more effective. 
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Further emphasis in the field of cultural relations and educationg| 
exchange in the broadest sense could well increase the feeling of kin- 
ship and identity of interest between the United States and other 
countries of the free world. America must avoid appearing to be too 
much present physically in terms of power, overseas, and at the sam 
time seeming to be distant and remote on the plane of common cultura! 
and spiritual values. 

3. No matter how effective an information program may be, it can- 
not be a substitute for policy. The United States is judged abroad by 
its actions much more than by words. Words may help a people to 
understand action, but they are no substitute for policy. Thus g 
vigorous and clear-cut foreign policy enunciated boldly and simply }y 
the highest ranking offic ials of the United States can do as much or 
more than large appropriations for information. 

Likewise, irresponsible or thoughtless statements bv high officials 
or domestic action taken by Government agencies without considera- 
tion of its information impact abroad, can do tremendous damage to 
the foreign policy interests of the United States. 

4. While information is no substitute for policy, it is essential that 
the link between policy and information be close. There may be cases 
in which the potential information impact of a particular policy 
decision may be so severe as to justify a modification of the eee ( 
policy. There must be, therefore, the closest coordination betw: 
policy-making officials and information officers both in Washington 
and in the field, and a recognition on the part of our highest officials 
of the importance of our information program. 

Thus, in summary, the subcommittee believes that there is a wid 
area for improvement of our information program. First, we might 
well give more attention to the development of local abtivities on a 
country-by-country basis, which stimulate and work through foreign 
governments where practicable, as well as local individuals and groups 
who are acting because of concern for the liberties of their own country 
in the cold war. Second, we should give more attention to developing 
the fuller potentiality of those heretofore relatively unexploited 
programs involving libraries, exchanges, book publications, cultural 
relations activities, and other relatively long-range activities, which 
have frequently been more effective in creating understanding and 
support for America than the mass media. 


IV. Prospitems ror FurtHER CONSIDERATION 


On the basis of information thus far collected by the subcommitte: 
during its on-the-spot investigations of the information operations in 
Europe, the Middle East, and the Far East, it is possible to list a 
number of problems which require further examination. When thiese 
matters have been examined and studies have been made of our 
programs in Latin America, the subcommittee will be in a position to 
make the firm “ree ommendations for necessary appropriations or 
legislation as it may deem desirable,” as required by Senate Resolution 
74. 

The committee urges interested individuals, organizations, and 
executive agencies to focus their attention on these problems phrased 
in the form of questions, since it expects to examine these matters in 
hearings in the near future. 
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A. ORGANIZATION OF THE INFORMATION PROGRAM 


1. Has the United States given enough attention at a sufficiently 
high governmental level to the organization and execution of infor- 
mation policy and strategy? Have the activities of executive agencies 
operating in this field been adequately coordinated and clearly defined 
in Washington and in the field? 

2. Should overseas information programs of the United States, both 
long and short range (which include some 40 percent of the personnel 
of the Department of State), be continued organizationally within the 
Department? If so, is the relationship between foreign policy and 
information operations sufficiently close? If the information pro- 
grams should be separated from the Department of State, how is it pos- 
sible to maintain a close relationship between policy and information? 


B. ADMINISTRATION AND PERSONNEL 


1. What steps can be taken to enlarge the pool of qualified media 
and area specialists who would be available to man the information 
program of this Government? 

2. Should additional authority and responsibility be delegated to 
country or regional public affairs officers and what effect would such 
delegation have on the size or operations in the United States? 

3. Could the information program be made more effective by 
increasing the interchange between field and home officers, and be- 
tween regular Foreign Service officers and media specialists? To 
what extent is the principle of rotation of officers applicable in the 
field of information? 

4. Is it necessary to continue separate information operations in the 
Mutual Security Agency and in the Technical Cooperation Adminis- 
tration in view of the integration of their activities in the field with 
those of the State Department? 

5. Have American public affairs officers abroad been so much 
involved in administrative duties that they have not had sufficient 
time for their information activities? 

6. Has a maximum effort been made to achieve the strongest 
possible security with respect to personnel in information programs? 

7. Should the scale of expenditures for the information program 
be increased, decreased, or continued at about the current level? 
Has every effort been made to secure the maximum constructive use of 
United States appropriations and of counterpart currency used in 
information programs? 

8. Have our programs in the past given proper relative emphasis, 
monetarily and administratively, to the effectiveness of the various 
media in particular countries? Should there be a change in emphasis? 
If so, in what direction? 

9. Could the information programs be strengthened by creating 
an inspector corps independent of the Department of State? If so, 
to whom might such a corps be made responsible? 

10. Is the process of evaluating the effectiveness of information 
programs being efficiently carried out or could it be improved? 

11. In view of the importance of personal contacts in developing 
friendly relations abroad, should representational allowances of public 
affairs officers be increased? 
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12. Are proper steps being taken to make sure that our ambassadors 
understand the importance of our information programs to American 
foreign policy and their role in connection therewith? 

13. Are Allied Governments and intergovernmental agencies doing 
their part in informing both their own and other free peoples of the 
common programs of the United States and its friends on behalf of 
collective security? 

Cc. RADIO 


1. Are Voice of America short-wave broadcasts to Western Europe, 
the Middle East, and the Far East as good as they should be from the 
point of view of the strength of the signal and the quality of t 
programs? Are steps being taken to improve the strength of the 
signal? Are present short-wave programs to non-iron-curtain countries 
justified? 

2. Are we getting maximum constructive results from short-wave 
broadcasts to iron curtain countries? Are personnel engaged in 
Voice operations chosen with due regard to their background and 
skills? 

To what degree should the Voice of America be subject to State 
Department control? 

What are the advantages and disadvantages of decentralization 
of the operations of the Voice of America? 

What are the possibilities of using television as a method of 
giving effect to American information programs? 


D. PRESS SERVICES AND PAMPHLETS 


1. Can the official press services supplied in foreign countries by 
the Department of State be improved? Should they be expanded, 
curtailed, or revamped? Is too much emphasis placed on mass dis- 
tribution of materials? 

Are the pamphlets now being published by the United States, 
and distributed abroad free of charge, justified in terms of cost and 
results? 

EK. MOTION PICTURES 


Would the official American film program be strengthened 
increasing the number of films produced abroad? 


2. Is the technical quality of American official films as good 
should be the case? 

Is the motion picture industry in the United States doing all 
that it can to reduce to a minimum the number of films shown abroad 
which might harm the national interests of the United States? What 
means can be devised for improved liaison between Government 
agencies and motion picture companies in order to assure better under- 
standing of the problems of each? 


F. INFORMATION CENTERS (LIBRARIES) 


Are American libraries and information centers abroad effective 
in supplying information to fore ‘igne ‘rs about the United States? Are 
they adequate in size and in scope? 

What more can be done to encourage the translation and dis- 
sdtieibuen of American books and magazines abroad? 
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G. EXCHANGES 


1. Should the exchange programs now being carried on by several 
Government agencies and a number of private institutions be more 
closely coordinated than is now the case? 

2. What steps might be taken to increase the effectiveness of existing 
exchange programs? Should they be expanded? If so, where should 
increased emphasis be placed—on students, leaders, or others? 

3. Do we tend to view exchange programs too much as devices to 
export American know-how and not enough as methods for the United 
States to receive information and knowledge from abroad? 

4. In connection with the military exchange under the Mutual 
Security Program, are we doing all we can to acquaint the trainees 
with the cultural and political aspects of American life? 


H. OTHER QUESTIONS 


1. In view of the numbers of American troops stationed abroad is 
the Department of Defense doing all it can and should do to see that 
each American soldier is a good ambassador for his country? 

2. Has adequate effort been made to stimulate America’s civic- 
minded individuals and organizations to expand their roles in a people- 
to-people’s information program? 

3. Are the advisory commissions achieving the maximum results 
intended by the Congress when it set them up? 

In conclusion, the committee wishes to emphasize again that it has 
accumulated a great deal of information on each of the questions 
raised above. It does not vet feel, however, that it has made the “full 
and complete study and investigation” of our overseas information 
programs as required by Senate Resolution 74. By the end of the 
current fiscal vear the committee believes it will be able to file the 
comprehensive report requested and make the “recommendations for 
necessary appropriations or legislation” that may be needed in the 
interests of the United States Government. 


O 
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PROHIBITING THE TRANSPORTATION OF OBSCENE 
MATTERS IN INTERSTATE OR FOREIGN COMMERCE 


FEBRUARY 4, 1953.—Ordered to be printed 


Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany 5. 10] 


The Committee on the Judiciary, to which was referred the bill 
5. 10) to prohibit the transportation of obscene matters in interstate 
or foreign commerce, having considered the same, reports favorably 
thereon, without amendment, and recommends that the bill do pass. 


PURPOSE 
The purpose of the proposed legislation is to insert a new section 
in the Criminal Code (title 18, U.S. C.), to be numbered section 1465, 
to prohibit the transportation between States of obscene matter by 


private conveyance. 


HISTORY OF THE LEGISLATION 


The language of this bill is identical with that of.S. 27, Eighty- 
second Congress, which passed the Senate on January 29, 1951, and 
which the House Judiciary Committee did not act upon. 


STATEMENT 


Existing law (secs. 1461 and 1462 of title 18, U.S. C.) creates the 
offense of transporting obscene matter either ‘through the mails or 
by common carrier. The actual offense is defined as the depositing 
of such prohibited material for mailing or with a common carrier for 
interstate transportation. As the law now stands, it is not a crime 
to transport such prohibited matter except by mail or common carrier. 

There can be no quarrel with the premise that the trafficking in 
such obscene matter on a commercial basis should be discouraged. 

26006 
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Nothing good could come of, the permitting of such trafficking in any 
possible way; therefore, since the traffickers are aware of the loophole 
in the law permitting them to transport such matter in private cop. 
veyances, the door on such activities should be closed firmly by the 
enactment of this bill. 

The principal problem confronting the committee was the number 
of articles the transportation of which would create the presumption 
that they were being so transported and “are intended for sale or 
distribution * * *.’ While the committee does not mean to 


justify or condone the possession and transportation of even one of 
such articles, it necessarily must recognize that some persons « 


10 
carry on their person one or more of such articles without any thought 
of sale. resale, or to be shown or distributed to any individual 1 uder 
any circumstances. Of necessity, the number of such articles n: 
sary to raise the presumption ef handling on a commercial basis 
be arbitrary. As a guaranty against an innocent person being 
victed upon such a presumption, it is expressly provided that 
such presumption shall be rebuttable.”’ 

Attached hereto and made a part of this report are two parag 
fa letter of January 12, 1949, to the then chairman of this comn 
Hon. Pat MeCarran, from the Justice Department, which re: 
follows . 
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FINALITY CLAUSES IN GOVERNMENT CONTRACTS 


FEBRUARY 4, 1953.—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted the 


following 


REPORT 


[To accompany 8. 24] 


The Committee on the Judiciary, to which was referred the bill 
(Ss. 24) to permit judicial review of decisions of Government con- 
tracting officers involving questions of fact arising under Government 
contracts in cases other than those in which fraud is alleged, having 
considered the same, reports favorably thereon, with amendments, 
and recommends that the bill, as amended, do pass. 


PURPOSE 


The purpose of the proposed legislation, as amended, is to overcome 
the inequitable effect, under a recent Supreme Court decision, of 
language in Government contracts which makes the decision of the 
contracting officer or the head of the agency final with respect to 
questions of fact; and to prohibit the insertion of language making 
the decision of a contracting officer final on questions ol law. 


AMENDMENTS 


Strike out all after the enacting clause and insert in lieu thereof the 
following: 


That no provision of any contract entered into by the United States, relating to 
the finality or conclusiveness, in a dispute involving a question arising under such 
contract, of any decision of an administrative official, representative, or board, 
shall be pleaded as limiting judicial review of any such decision to cases in which 
fraud by such official, representative, or board is alleged; and any such provision 
shall be void with respect to any such decision which the General Accounting 
Office or a court, having jurisdiction, finds fraudulent, grossly erroneous, so mis- 


26006 





2 FINALITY CLAUSES IN GOVERNMENT CONTRACTS 


taken as necessarily to imply bad faith, or not supported by reliable, probative 
and substantial evidence. F 

Sec. 2. No Government contract shall contain a provision making final ong 
question of law the decision of an administrative official, representative, or board, 


Amend the title to read as follows: 


A bill to permit review of decisions of Government contracting officers invol\ ing 
questions of fact arising under Government contracts in cases other than those jn 
which fraud is alleged, and for other purposes, 


STATEMENT 


This bill, as amended, is identical with a bill of the Eighty-second 
Congress, which passed the Senate unanimously in the closing days 
but too late for further action in the other body. 

For a number of vears it has been the practice of Government 
agencies to insert in Government contracts a so-called finality clause, 
which reads as follows: 

ARTICLE 15 


Disputes.—Except as otherwise specifically provided in this contract, all dis- 
putes concerning questions of fact arising under this contract shall be decided 
by the contracting officer subject to written appeal by the contractor within 30 
days to the head of the department concerned or his duly authorized representa- 
tive, whose decision shall be final and conclusive upon the parties thereto. In 
the meantime the contractor shall diligently proceed with the work as directed, 

In November of 1951 the Supreme Court decided in the case of 
United States vy. Wunderlich, et al., that the insertion of this clause 
in the contract foreclosed a judicial review of disputes concerning 
questions of fact, unless the aggrieved party alleged and proved 
fraud with respect to the decision of the department head or con- 
tracting officer. ‘The Court went on to say: 


by fraud we mean conscious wrongdoing, an intention to cheat or be dishonest, 


The impact of this decision on the many business firms who, in a 
condition of expanding production with respect to the defense of the 
United States, must deal with many of the Government departments 
in Government construction and defense materials, was one that could 
only cause great expense to the United States in that the contractors 
would be forced to puff up their bids so as to be sure of sufficient funds 
to provide for unforeseen contingencies. 

It must also be borne in mind that to the same extent this decision 
would operate to the disadvantage of an aggrieved contractor, it would 
also operate to the disadvantage of the Government in those cases, as 
sometimes happens, when the contracting officer makes a decision 
detrimental to the Government interest in the claim. 

For these reasons, the Committee on the Judiciary, after extensive 
hearings held on a similar bill (S. 2487) during the Eighty-second 
Congress, second session, at which all interested parties, both private 
and governmental, were heard, recommends favorable consideration 
of this legislation. 

S. 24 will have the effect of permitting review in the General Account- 
ing Office or a court with respect to any decision of a contracting officer 
or a head of an agency which is found to be fraudulent, grossly errone- 
ous, so mistaken as necessarily to imply bad faith, or not supported by 
reliable, probative, and substantial evidence. In other words, in those 
instances where a contracting officer has made a mistaken decision, 
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ither Wittingly or unwittingly, it will not be necessary for the aggrieved 
sarty to, in effect, charge him with being a fraud or a cheat in order to 
tect collection of what is rightfully due. 

The committee wishes to point out with respect to the language 
ontained in the bill, “in the General Accounting Office or a court, 
having jurisdiction,” that it is not intended to narrow or restrict or 
change in any way the present jurisdiction of the General Accounting 
Office, either in the course of a settlement or upon audit; that the 
language in question is not intended either to change the jurisdiction 
of the General Accounting Office or to grant any new jurisdiction, but 
simply to recognize the jurisdiction which the General Accounting 
Office already has. 

It should also be pointed out that in speaking of a court “having 
jurisdiction”? the committee intends to negative both the possibility of 
a construction which would give basis for a contention that this bill 
itself was granting a court jurisdiction to review Government con- 
tracts; and also any construction that would give a basis for a col- 
lateral attack on such contracts in a court not having direct juris- 
diction of the contract itself. 

There are no departmental letters attached to this report for the 
reason that the representatives of the departments stated their views 
in the public hearings which have been printed and are available to 
interested parties. 
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\fr. LANGER, from the Committee on the Judiciarv, submitted the 
following 







,EPORT 







Committee on the Judiciary, having under consideration its 





diction over the subject matter of the national penitentiaries, 
ts favorably thereon an origina 


mmends that the resolution do 





: oe . 
| resolution (S. Res. 62) and 





pass 












STATEMENT 







} 


The Federal prison system ¢ prises 33 institutions, 31 operated 

the Bureau of Prisons of the Department of Justice and 2 hos- 
pitals for the treatment of narcotic drug addicts operated by thre 
Public Health Service of the Federal Security Agency The 31 Bu- 
reau of Prisons institutions comprise 6 penitentiaries, 5 reformatories, 
2 institutions for juveniles, 7 correctional institutions for short-termers, 
9% prison camps for minimum-custody offenders, a prison hospital, 
and a detention headquarters for prisoners awaiting court action. 
The treatment and custodial programs provided by these different 
institutions permit the widest latitude in assigning individual offenders 
to institutions adapted to their particular characteristics and needs. 

In the fiscal year 1952 an average of 18,176 prisoners were confined 
in these 33 institutions. In this connection it should be noted that 
the Bureau has recommended that consideration be given to the re- 
placement of Aleatraz with an institution more centrally located and 
less difficult to operate administratively. It has also recommended 
that the National Training School for Boys, here in Washington, be 
replaced with a modern institution for juvenile delinquents; the Fed- 
eral Detention Headquarters in New York is a converted garage not 
meeting modern standards for such an institution and it also should be 
replaced. It is also alleged that major modernization projects are 
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required in some of the older institutions such as Atlanta, Leayep. 
worth, and McNeil Island. 

The sum sought for the committee in this resolution will enable 
members thereof to make on- the-spot inspections of the various penal 
institutions scattered throughout the United States and will enable 
the committee to carry out ~ the responsibility imposed on it by the 
terms of the Legislative Reorganization Act of 1946 in recomn: nding 
basic legislation for the replac ement of any inadequacies which may 
exist in the operation of our Federal prisons. 
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HOME MODERNIZATION AND REPAIR LOANS 


Fesruary 4, 1953.—Ordered to be printed 





Mr. Ives, from the Committee on Banking and Currency, submitted 
the following 


REPORT 


[To accompany S. J. Res. 27] 


The Committee on Banking and Currency, to whom was referred 
the joint resolution (S. J. Res. 27) to amend section 2 (a) of the 
National Housing Act, as amended, having considered the same, report 
favorably thereon, without amendment, and recommend that the 
joint resolution do pass. 


GENERAL STATEMENT 


PURPOSE OF JOINT RESOLUTION 


The joint resolution would increase the title { loan insurance 
authorization of the Federal Housing Administration from $1,250,- 
000,000 to $1,750,000,000. This authorization covers insurance by 
the FHA of loans, which are generally not secured by mortgages, for 
the repair, alteration, or improvement of existing structures and, 
in the case of certain small loans, for some types of new construction. 

The resolution would also modify section 2 (a) of the National 
Housing Act to make it clear that the new dollar limitation governing 
the title I insurance authorization refers to the aggregate of loan 
amounts advanced to borrowers, exclusive of financing charges. Thus, 


_ where the face amount of the loan note is $200, covering $190 advanced 
_to the borrower and a $10 financing charge retained by the lender, 


under the proposed joint resolution the sum of $190, rather than $200, 


_would be charged against the total insurance authorization. This 


~ 


method of arriving at the available title I authorization would be 


_ consistent with the FHA authorization limitations contained in 
' other titles of the National Housing Act. 
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NEED FOR INCREASED AUTHORIZATION 


In April of 1950, when the Congress extended title I insuranes 
operations until June 30, 1955, and established the title I loan authori 
zation at the present amount of $1,250,000,000, this amount was con- 
sidered ample to take care of the home improvement needs of the 

country requiring this type of financial assistance. However, during 

this past year the volume of home repair and improvement work far 
exceeded all earlier estimates. Information furnished your committee 
shows that the limit of the present title I authorization was reached jy 
September of 1952. Since that time the aggregate amount of loans 
accepted for insurance has had to be restricted to the amount of 
amortization and prepayments of loans previously insured. The Joan 
reports which come in from qualified title I lending institutions must 
thus wait upon the liquidation of loans outstanding or an increase jn 
the title I authorization before they can be processed and registered 
for insurance. A backlog of over 290,000 loan reports in the face 
amount of over $195,000,000 are awaiting insurance authorization 
It was explained to your committee that, under the present insurance 
authorization, it would be necessary as a practical matter to discon- 
tinue title I insurance operations within the next few weeks. Your 
committee believes that this action would be very undesirable and 
harmful to home owners, lending institutions, building contractors, 
and suppliers of building materials and equipment. 

Based upon data furnished vour committee, it is estimated that the 
$500,000,600 increase in the title | authorization provided in this res- 
olution, along with the approximately $75,000,000 authorization per 
month becoming available as a result of amortization and prepayments, 
would be sufficient to accommodate the volume of the eligible property- 
improvement loans through the end of June 1954. This estimate is 
predicated upon the adoption of the new proposed basis for the 
measurement of insurance authorization and is also based on the 
expectation that the dollar volume of loans accepted for insurance will 
continue at the current rate through the fiseal year 1954. 

Your committee also wishes to point out that if it becomes 
sary, as a part of the economic and fiscal policies developed by 
administration, to reduce the level of expenditures for home repa irs an 
modernization through the : application of credit and monetary 
the FHA has adequate authority in its basic legislation—the Nationa 
Housing Act—to implement any such policy decisions by impos! 
down payment requirements, shortening the permitted maturities, 
changing the allowable discount, ete., in connection with title I loans. 


EXPLANATION OF TITLE I IMPROVEMENT AND REPAIR LOANS 


Generally speaking, improvement and repair loans under title | 
have a maturity of 3 years or less and currently average about $600 
in amount. 

Unlike the other FHA programs of insurance of home-mortgage 
loans, the insurance provided under title I is not related to individual 
loans as such, but to the aggregate of eligible loans made and reported 
for insurance by a lending institution holding an insurance contract 
with the FHA. The insurance covers the aggregate losses incurred 
up to 10 percent of the total amount of all eligible loans made by the 
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lending institution under its insurance contract. For example, if a 
lending institution has made $1,000,000 total net amount of eligible 
property repair and improvement loans, all losses sustained in connec- 
tion with any of those loans would be fully covered up to the point 
where the aggregate of the losses on the various individual loans 
reached $100,000. Thus, where the lending institution exercises 
reasonable credit judgment and makes a substantial volume of loans, 
the insurance coverage under title I is, for all practical purposes, 100 
yercent coverage against loss. 

It is to be noted, however, that the imsurance reserve which may 
thus be accumulated by anv lender which continues to carry on an 
active title I business is controlled. From the reserve which may be 
accumulated there is deducted the amount of the claims paid to such 
lender. On January 1 or July 1 next, following the expiration of a 
period of 30 months after the issuance of an insurance contract to a 
lending institution, the amount of insurance reserve to the credit 
of such lender is adjusted by carrying forward into the next semi- 
annual period four-fifths of the unused reserves outstanding on each 
such date. The insurance reserve of each insured is adjusted in like 

lanner on each subsequent semiannual period. 

Title I insurance operations were authorized for a limited period 
n the original National Housing Act, enacted in 1934, and were con- 
tinued by a series of enactments, the present expiration date being 
June 30, 1955. Your committee bas been informed that a total of 
about 14,300,000 loans, with a dollar amount of about $6,150,000,000, 


has been covered under title I operations. The total unrecovered 


claims paid by FHA under title I amount to only one and seven 
hundredths of 1 percent of the amount of these loans. Current 


experience continues to show a good record. The period from March 

1950, to December 31, 1952, covers a little over 4,000,000 loans 
vith a dollar volume of slightly in excess of $2,000,000,000. Claims 
totaling about 30,500, with a dollar volume of about $13,000,000, 
were paid—a ratio of claims paid to amount insured of only sixty-two 
hundredths of 1 percent. If past experience continues and recoveries 
amount to about 50 percent of claims paid, the unrecovered claims , 
would amount to perhaps thirty-five hundredths of 1 percent of the 
amount of loans covered. During the same period, the average 
number of loans per lender was 833, the average number of claims 
per lender was 9, and that of the 4,823 active lenders about 67 percent 
filed no claims and about 9 percent filed only one claim. 

The maximum financing charges allowed in connection with the 
typical title I character loans are intended to cover all expenses that 
may be incurred by the lender in placing the transaction on its books. 
While for certain types of title I loans the maximum financing charge 
is at a lower discount, for the vast majority of title 1 loans the maxi- 
mum financing charge may not exceed an amount equivalent to a $5 
discount per $100 original face amount of a 1-year note, to be paid 
in equal monthly installments calculated from the date of the note. 
This gives a ratio of about 9.7 percent of total charge paid by the 
borrower to the average amount of the outstanding debt during the 
period of the loan. 

The FHA insurance premium charge for the typical small character 
loan under title I is three-fourths of 1 percent per annum of the net 
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proceeds of each loan reported for insurance. Unlike the other FHA 
programs of insurance of home-mortgage loans, the title I premium 
charge is not in addition to the financing charge, but must be paid by 
the lending institution and may not be passed back to the borrower, 
This reduces the 9.7 percent rate to an effective rate to the lender of 
about 8 percent. 

The title I program, like other FHA mortgage insurance operations, 
is self-sustaining. From July of 1939 ious November of 1952, total 
income has amounted to about $98,000,000. Total disbursements, 
including salaries and expenses, losses and reserves for losses, amounted 
to about $71,500,000, leaving paid-in capital and surplus at about 
$26,500,000. 

CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in — law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 


is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman) : 


NaTIONAL Housinc Act, As AMENDED 
* * * ae 7 * * 


Sec. 2. (a) * * * The aggregate amount of [principal obligations of] all 
loans, advances of credit, and obligations purchased, exclusive of financing charges, 
with respect to which insurance may be heretofore or hereafter granted under this 
section and outstanding at any one time shall not exceed [[$1,250,000,000] 
$1,750,000,000. 
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COPPER IMPORT-TAX SUSPENSION 
Fesrvary 4, 1953.—Ordered to be printed 


Mr. Miturkin, from the Committee on Finance, submitted the 
following 


REPORT 


[To accompany H. R. 568} 


The Committee on Finance, to whom was referred the bill (H. R. 
568) to continue until the close of June 30, 1954, the suspension of 
certain import taxes on copper, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

GENERAL STATEMENT 


Public Law 38, Eighty-second Congress, provides for the suspension 
until February 15, 19538, of the 4 cents per pound import tax on copper 
imposed by section 3425 of the Internal Revenue Code (26 U.S. C., 
sec. 3425) and revised to 2 cents by a trade agreement which became 
effective March 16, 1949. This law, which is presently in effect, 
would end the suspension whenever the average price of electrolytic 
copper falls below 24 cents per pound for any calendar month, or when 
the national emergency proclaimed by the President on December 16, 
1950, is terminated. 

H. R. 568 continues this suspension until June 30, 1954, along with 
the proviso that the import tax shall be restored whenever the price 
of copper, for any calendar month, falls below 24 cents per pound. 
It does not continue the provision in the present law that would end 
the suspension with the termination of the current national emergency. 

A study of the facts and testimony offered has led to the conclusion 
that a further suspension until June 30, 1954, of the import tax on 
copper will not endanger the domestic industry or tend to limit 
domestic output. 

The current United States demand for copper is estimated to be 
about 174,000 short tons per month. The total available supply is 
not expected to exceed 140,000 tons per month. Of this supply 
about 90,000 tons, including 5,000 tons from scrap, are expected from 


) domestic sources and about 50,000 tons from foreign sources. 
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COPPER IMPORT-TAX SUSPENSION 


Very little domestic copper is exported, although copper refined from 
imported ore and then exported has amounted to about 14,000 tons 
per month. It is expected that this will be reduced to about § 009 
tons per month during 1953. 

The following table, provided by the United States Tariff Com- 
mission, shows United States and world consumption and production 
of copper and United States imports and exports for selected years. 


Unmanufactured copper: World consumption and mine output, and United § 


consumption, production, imports, and er ports, im spe cified years 1935 


{1,000 short tons] 








Consumption Production a 
Period United States i 
United World | __ -—- oa : Dor 
World States! smelter | ant : 
oe" | output Pri- | |Second-| -poray thon 
mary?! ary? . TT 
1935-39 average 1,697 | 881 2, 162 625 342 Y67 218 4 
1943 (4) 1, 992 3, 037 1,091 425 1,519 73t 
194% 2, 401 1,518 2, 069 600 4065 1, 006 354 “4 
1947 2, 694 1, 798 2, 525 863 503 1,359 453 49 
1948 2, 807 1,722 2, $38 842 505 1, 347 4s 
1949 2, 563 1,40 2, 648 758 384 1, 142 H7 
1950 2,980 | 1,891 2, 1 911 485 1, 396 600 
1951 5 63,171 1,857 3,135 931 406) 1, 427 537 
1952: § 
January-March (4 452 (4) 237 117 344 140 
April-June (4 395 (4) 227 110 337 11 
July-September (4) 468 (*) 224 94 318 195 1) 
October-November } (4 303 (4) 158 58 216 120 »” 
1 Data are compiled from statistics on production, imports and exports and changes in producers’ and 


consumers’ stocks, and represent approximate consumption plus withdrawals for the strategi 
2 Represents smelter output from domestic ores, concentrates, mine-water precipitates and taili 
} Represents copper recovered in all forms from old copper and copper-base scrap. 
4 Not available. 
5 Preliminary. 
6 Partly estimated by applying to U. S. Bureau of Mines data for the previous year the percentage 
shown by data in 1951 Yearbook, American Bureau of Metal Statistics. 


Source: Consumption and production data from official statistics of the U. S. Bureau of Mines, ex 
as noted; imports and exports from official statistics of the U. S. Department of Commerce. 


Domestic copper prices for domestically produced copper are 
limited (for each seller) by the general ceiling price regulation estab- 
lished by the Office of Price Stabilization which became effective on 
January 26, 1951, to the highest prices at which copper had been sold in 
the United States from December 19, 1950, to January 25, 1951, 
inclusive. In effect this, with minor exceptions, established a ceiling 
of 24.5 cents a pound for domestically produced electrolytic copper, 
delivered Connecticut Valley. The price of 24.5 cents a pound for 
crude copper has prevailed in the United States from October 2, 1959, 
to the present day. 

The United States consumes about one-half of the world’s output 
of copper; most of the foreign supply is imported from Chile. An 
agreement made early in 1951 between the United States and the 
Chilean Government set a temporary price for copper from that 
country at 27.5 cents a pound. In June 1952, foreign copper was 
exempted from all price control and since that time copper from 
Chile, as well as from other foreign sources, has sold in the United 
States for 36.5 cents a pound. 
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On July 1, 1952, the OPS increased the ceiling prices on copper 
and brass mill products to enable the fabricators to pass on, in the 
form of higher prices, 80 percent of the difference in the cost of foreign 
and domestic copper. 

Your committee has taken cognizance of the wide disparity between 
prices for domestically produced copper and prices paid domestically 
for foreign copper and of the possible repressive effect of this disparity 
on domestic production. Amendments were considered to deal with 
this situation but since they were involved in possible future price 
control and future domestic mining incentive legislation, it was con- 
cluded the subject could more appropriately be considered after 
there is a clearer view of the future of price controls and further 
study of the domestic mining situation and measures necessary for 
its improvement. 
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FEBRUARY 10, 1953.—Ordered to be printed 


\ir. Burier of Nebraska, from the Committee on Finance, submitted 
the following 


MINORITY VIEWS 


[To accompany H. R. 568] 


By way of background, all Members of the Senate should realize 
that under policies established by the previous administration and 
ontinued up until now, the price of domestic copper has been held 
io approximately 24% cents per pound, while imported copper has 
en permitted to bring’ whatever the market will bear. Thus, during 
recent weeks, the price paid in this country for imported copper has 
been 364% cents per pound. This strange result has been achieved 
through the imposition of a price ceiling on domestically produced 
copper, which ceiling has not been applied to imported copper. 

This extreme price differential in favor of foreign copper produc : 
ion operates as a strong incentive to the deve lopme nt of foreign ores, 
and a strong deterrent to development of domestic copper ores. 
With the 2-cents-per-pound import tax ou copper suspended, foreign 
production has a 12-cent advantage over American production. 
Even if the import tax should be re imposed, foreign producers would 
still have a 10-cent-per-pound advantage over domestic producers. 

We have no objection to bringing in foreign copper to supplement 
our own production when our needs are greater than domestic pro- 
duction can meet. However, we do heliev ve it is profoundly unwise 
to give a price incentive to foreign production while discouraging 
the development of domestic sources through such gross discrimina- 
tion as is evidenced here. ‘To mention only the long-range national 
defense aspect, we are very foolish not to make every effort to locate 
domestic ore bodies and provide for their proper exploitation. 

During consideration of this bill by the Senate Finance Committee, 
an amendment was informally proposed which would have prohibited 
any price ceilings on domestic copper below the price level at which 
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copper was permitted to be imported ~in other words, me world pric 
Unfortunately, the urgency of committee action was so great that it 
did not prove: possible. for the committee to give ade oe conside: 
tion to this major aspect of the copper situation. 

No blame attaches to the committee for its inability to delve into 
this question. However, in our judgment, Congress would be wise 
to explore the whole copper problem thoroughly If policies now or 
hereafter followed result in persistent favoritism to foreign production 
at the expense of American production, we believe we may live to 
regret our lack of foresight in failing to stimulate adequate American 
sources to carry us through the emergencies we may face in the future 
Hucuw Butter. 

RaLtpH E. FLANDER 
GrorGcE W. MALONE. 
Wauuace IF. BENNETT. 
Epwin C. JoHNSON. 
J. ALLEN F REAR, Jr. 





| live 
mer 


» fut 









LAW LIBRARY Calendar No. 24 
sip CONGRESS — wNIt® ae MICH. f Rr PORT 


Ist Session j } No. 36 


ca APR 01953 | 
























VISs 


blo} 
EXTENDING THE REORGANIZATION ACT OF 1949 


Fepruary 4, 1953.—Ordered to be printed 


Mrs. Surra of Maine, from the Committee on Government Operations, 
submitted the following 


REPORT 
[Te accompany H. R. 1979] 


The Committee on Government Operations, to whom was referred 
the bill (H. R. 1979) to extend the Reorganization Act of 1949 so that 
such act will apply to reorganization plans transmitted to the Congress 
ait any time before April 1, 1955, having considered the same, report 
favorably thereon, without amendment, and recommend that the 
bill do pass. 

PURPOSE 


This legislation is proposed in order to carry on an established poltey 
of Congress, in delegating to the President authority to reorganize the 
executive branch of the Government. Such authorization was origi- 
nally granted in the Economy Act of June 30, 1932. This act was 
amended and superseded by the act of March 3, 1933, as amended by 
the act of March 20, 1933, granting reorganization authority to the 
President for a period of 2 vears. The Reorganization Act of 1939 was 
also approved for a 2-year period, and expired in January 1941. Tem- 
porary wartime authority for emergency reorganizations was delegated 
under title I of the First War Powers Act of December 18, 1941, for 
the duration of the war and 6 months. The Reorganization Act of 
1945, which expired on April 1, 1948, continued the prewar policy 
after its utilization had clearly established its advantages and effec- 
tiveness over normal legislative processes in the expedition of action 
on reorganizations within the executive branch. The Reorganization 
Act of 1949 continued this authority, with modifications, as set forth 
In this report, 


2 EXTEND THE REORGANIZATION ACT OF 1949 


é ay Je 
comMITEse ACTION 

Two bills have been introduced in the Senate in the Eighty-thjeq 
Congress providing for the extension of the Reorganization Act ,; 
1949. S. 574, introduced by Senator Taft, would extend the Reorgay- 
zation Act of 1949 from its present expiration date of April 1, 1953. 
October 1, 1954. The effect of this bill would have been to conti; ‘ 
the present act for 9 period of 18 months without change in its p; 
visions. 

The chairman of this committee, Senator MeCarthy, and 
ranking minority member, Senator McClellan, introduced a rela; 
bill, S. 597, to amend and extend the Reorganization Act of 19 
on Jaruary 23, 1953, the same date that 5S. 574 was filed in the Senat 
S. 597 provides for the extension of the act from April 1, 1953 
April 1, 1955. It also incorporates a new section which amends 
Reorganization Act of 1949 by providing that reorganization 
submitted under the authority of the act may be disapproved 
either House of Congress by the adoption of a resolution of disappr 
by asimple majority vote. This is in accord with action taken by t 
committee and the Senate in the Eighty-first Congress. The 
mittee, in executive session, held on January 27, 1953, voted una 
mously to report the bill, S. 597, with a recommendation to the Ser 
that the bill be enacted into law. Mr. Kennedy reserved the right | 
offer an amendment in the Senate to strike section 2 of the bill, wl 
amendment would, if approved, continue the disapproval proced 
under the existing act. 


The Committee on Government Operations of the House of Repre- 


sentatives reported a companion measure, H. R. 1979 (H. Rept. \ 
6). This bill contained the same general provisions as S. 597. | 
view of complications which arose relative to the proposed chat 
in the method of disapproval of plans under the proposed extensi 
of the act, this committee withheld filing the report in the Se: 
awaiting further action on the part of the House of Representatives 
The committee was also informed that the President preferred exter 
sion of the act on the same basis as the original 1949 aet, and that 
the proposed amendment might, in his view, prove too restrictiv: 
effecting desirable reorganizations. 

The House approved H. R. 1979 on February 3, 1953, to cont 


i 


to the President’s recommendations, removing the provision req ur- 


ing the disapproval of resolution by a simple majority, and the | 
was sent to the Senate, where it was referred to this committe 
The committee thereupon voted to reconsider its previous action 
vuthorizing a favorable report on 8S. 597. It then voted unanimo 
to report the bill, H. R. 1979, to the Senate. Senator MeClell 


reserved the right to offer an amendment to provide for the dis- 


approval of plans submitted under the act by a simple majority 
either House 


PROVISIONS OF REORGANIZATION ACT OF 1949 


The Reorganization Acts of 1939 and 1945 contain provisions whic! 
permitted the Congress to disapprove any reorganization plans sub- 
mitted under these acts, within a 60-day period after submissio! 
thereof, by concurrent resolution stating in substance that the Con- 
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ess did not favor the reorganization plan. The House of Repre- 
sentatives in considering extension of this authority in 1949 continued 
this disapproval procedure. The bill as approved by the House of 
Representatives contained provisions which exempted from the full 
application of the act reorganizations which would affect the National 
\ilitary Establishment, the Board of Governors of the Federal 
Reserve System, the Interstate Commerce Commission, the Securities 
and Exe hange Commission, the Railroad Retirement Board, the 
National Mediation Board, and the National Railroad Adjustment 
Roard, following the precedents for such exemptions contained in 
both the 1939 and 1945 acts. 

The committee reported, and the Senate approved unanimously, a 
bill (S. 526, S. Rept. 232, Slst Cong.), which continued the authority 
{ the President to submit reorganization plans and removed exemp- 
‘ions Which had placed certain specified agencies in a restricted cate- 
gory. It was the view of the committee that this action would permit 

‘ powers to the President in submitting reorganization plans 
1 owaiee for realinements of Federal agencies that would be desirable 
and in the public interest. The liberalization of the original act, 
however, Was conditioned on a provision of the bill, as reported, which 
provided that a simple resolution of disapproval by either the House 
or the Senate would be sufficient to reject or disapprove any reor- 
cunization plans submitted by the P resident. 

In recommending the reservation to either House of the power to 
disapprove, the committee held that the Congress would thus retain 

itself the power to determine whether reorganization plans sub- 

mitted to the Congress by the President shall become law. The 
power of disapproval reserved to each House by the bill did not dele- 
gate to either House the right to make revisions in the plans, but 
enabled each House to prevent any such plan of which it disapproves 
from becoming law. The power thus reserved to each House was 
essentially the same as that possessed by each House in the ordinary 
legislative process, in which process no new law or change in existing 
law can be made if either House does not favor it. No significant 
difference would seem to exist by reason of the fact that under the 
ordinary legislative process the unwillingness of either House to 
approve the making of new laws or a change in existing law is mani- 
fested by the negative act of refusing to register a favorable vote, 
whereas under the bill the unwillingness must be manifested by the 
affirmative act of the passage of a resolution of disapproval of 
reorganization plan. The unessential character of this difference 
becomes even more apparent when regard is had to the stringent rule 
contained in the bill which makes impossible actions calculated to 
delay or prevent consideration of resolutions of disapproval which 
have been favorably reported by the appropriate committee. 

In adopting this amendment, the committee agreed that no amend- 
ments to exempt any agency of the Government or other restrictions 
would be included, but the members reserved the right to submit 
amendments exempting specific agencies if the Senate failed to sustain 
the provision for the disapproval of a plan by simple resolution of 
either House. 

The Senate unanimously approved the bill as recommended by the 
committee, on May 16, 1949. The House also passed a companion 
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bill (H. R. 2361), with the restrictions outlined above, which was sj. 
stituted for the Senate bill. The Senate bill was then included as gy 
amendment, and sent to conference. The Senate conferees stood 
solidly for retention of the provision for rejection by a simple majorit 
vote of either House, which had been included in the Senate bill. a 
conferees agreeing to a considerable broadening of the President's 
authority compared with previous reorganization acts. The 1939 ae 
specific ally exempted 21 named agencies from any re organization, and 
the 1945 act exempted, either wholly or partly, 11 agencies from the 
operation of the act. 

As finally approved in conference, after an impasse which lasted for 
several weeks, the bill incorporated Senate proposals granting th 
President authority to propose the creation of new departments 
power which was not given to him under earlier acts—and eliminated 
all restrictive and limiting provisions, but incorporated the provision 
requiring that a reorganization plan submitted under the act would 
require the adoption of a resolution of disapproval by a majority of 
the authorized membership of either House. However, the Senate in 
passing the Senate bill had made it clear that the granting of thes: 
additional powers to the President had been conditioned upon reten- 
tion of the provision permitting rejection of any plan by a simp) 
majority vote of cither House. The concessions made by the conferees 
were approved only because they were necessary if any reorganization 
authority was to be granted to the President. The bill, which estab- 
lished April 1, 1953; as the final date for the submission of plans, was 
signed by the President on June 20, 1949, as Public Law 109. 

The committee, in reporting the bill S. 597, sustained both its own 
and the views of the Senate when the original act was approved in 
1949. Since it was at the insistence of the House conferees that the 
Senate version of the 1949 act was not permitted to become law, and 
the existing abnormal method of procedure under the disapproval 
formula was adopted on the insistence of the House conferees, the 
committee held that it was only proper that the House initiate similar 
action in the new Congress. The majority agreed, however, that the 
same reorganization authority granted to President Truman should 
be extended to President Eisenhower, and therefore recommends the 
enactment of H. R. 1979 as approved by the House. 


PLANS SUBMITTED UNDER REORGANIZATION ACTS 


President Hoover initiated 11 plans under the authority of the 
act of 1932, all of which were défeated through veto action in the 
House of Representatives, due to the impending change in adminis- 
tration. Under the 1933 act reorganizations were effected in agri- 
cultural credit, procurement, disbursement, national park, immigra- 
tion, internal revenue, and various other functions. President 
Roosevelt submitted five plans under the act of 1939, involving the 
creation of the Federal Security Agency, the Federal Works Agency 

and the Federal Loan Agency, all of which were permitted to become 
law. Under this act the Executive Office of the President was also 
established. 

Temporary changes effected under the War Powers Act, although 
extensive in some areas, were required to be made permanent under 
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direct legislative action, or through permanent authority granted under 
the act of 1945. Under this latter act, President Truman submitted 


.UD- 


AS ay 
aq} 


stood seven plans, three of which were disapproved by concurrent resolutions 

ority of both Houses of Congress. Sections of these were approved by 

|, the ot ther plans submitted subsequently, to overcome objections raised 

ent's under the original plans. 

9 act The President submitted a total of 41 reorganization plans under 

. and the authority of the Reorganization Act of 1949—S8 in 1949, 27 in 

1 the 1950, 1 in 1951, and 5 in 1952—30 of which were permitted to become 
fre tive. Of the 11 remaining reorganization plans, 2 were duplica- 

d for tions of plans originally rejected and later approved with modifica- 

th tions to meet Senate objections; 8 were disapproved by the Senate; 

sa and 1 by the House. One of the plans, dealing with reorganization 

ated of the National Military Establishment, was incorporated in Public 

sion Law No. 216, Eighty-first Congress. Had the present recommended 

ould formula for disapproval of such plans been in effect, which would 

Lv of have required only a simple majority of either House, two more of 

te in the plans, No. 9 of 1950 relating to the Federal Power Commission, 

hes and No. 1 of 1951 on the reorganization of the Reconstruction Finance 

‘ten Corporation, would have been rejected by the Senate. 

mpl There is transmitted herewith for the information of the Senate a 

Tees table setting forth action taken on plans submitted to the Eighty-first 

ition and Eighty-second Congresses: 
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Action on reorganization plans, Eighty-first and Eighty-second Congres 


REORGANIZATION PLANS OF 1949 


Senate Senate vote on resolut 
= Rept disapproval 

of Gi> No = —- — 
approval 


No Yeas Nays 


Department of Welfare = 147 
Bureau of Employment Security 151 2852 
Post Office Department None 837 
National Security Council and National | 

Security Resources Board None 838 
Civil Service Commission None R39 
Maritime Commission , None s40 
Publie Roads Administration 155 927 
National Military Establishment 5. ...--. None None 


REORGANIZATION PLANS OF 


Department of Treasury --| 246-247 F 1518 
Department of Justice 7 None 1683 
Department of Interior i None 1545 | 
Department of Agriculture 23 31566 
Department of Commerce 259 31561 
Department of Labor None 1684 
Interstate Commerce Commission 253 31567 
Federal Trade Commission 254 1 
Federal Power Commission ; 255 
Securities and Exchange Commission } None 
Federal Communications Commission 256 
National Labor Relations Board 248 | 
Civil Aeronautics Board None | 
Labor Standards Enforcement Non 
Alaska and Virgin Islands Public Works None 
Assistance to School Districts and Water 

Pollution Control | None 
Advance Planning and War Public 

Works 27 
Building and Space Management Func- 

tions 270 1675 | 
Employees’ Compensation Functions None 1549 | 
Statutes at Large and Other Matters. - - - None 1550 
Maritime Commission 265 1674 | 
Federal National Mortgage Association 299 | 1936 
Loans for Factory Built Homes ail None 1870 
RFC to Department of Commerce 200 1868 
National Security Resources Board None None | 
Department of the Treasury 7 | None 1869 | 
Department of Health, Education, and 

Security *-- ‘ sxe] 302 | 1943 | 

' \ \ 


REORGANIZATION PLAN OF 1951 


Reconstruction Finance Corporation __._ -} 


REORGANIZATION PLANS OF 1952 


Bureau of Internal Revenue. -__- 285 1259 
Post Office Department 317 | 1747 
Bureau of Customs, Treasury Depart- | 
ment 331 1748 
Department of Justice (United States 
marshals) 330 1749 
District of Columbia None 1735 


1 Report in 3 separate parts: 1 majority, and 2 minority. 

2 Report in 2 separate parts: 1 majority, and 1 minority. 

§ Report contains majority and minority views. 

4 Senate failed to pass disapproving resolution by necessary 49 votes, and plan became effective 

5 Superseded by Public Law 216, Aug. 10, 1949. 

* Senate approved resolution by voice vote. 

7 Same as plan No. 1 of 1950, except that Comptroller of the Currency is excluded. 

§ Designed to overcome objections to plan No. 1 of 1949. 

® House adopted disapproving H. Res. No. 647 by vote of 249 to 71 on July 10, 1950 (H. Rept. No. 232 
10 Disapproving resolution in House failed of passage by voice vote. 

1 House rejected disapproving H. Res. No. 142 by vote of 200 to 198 on Mar. 14, 1951 (H. Rept. No. 188). 


Norte.—Details of plans are given in the individual Senate reports cited above, in 8S. Rept No. 2551, 
1 Oot 


dated Oct. 12, 1950, and in the staff report on Senate Action on Hoover Commission Reports, dated 
15, 1952 (committee print). 
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CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by this bill are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italics, existing law in which 
no change is proposed is shown in roman): 


r s * * 
= ( o— 
No provision contained in a reorganization plan shall tak 


ransmitted to the Congress before April 1, [1953.] 19 


r 
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STUDY AND INVESTIGATION OF THE ADMINISTRATION 
AND ENFORCEMENT OF THE ANTITRUST LAWS 


Fepruary 19, 1953.—Ordered to be printed 


Langer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany 8S. Res. 14] 
; 


The Committee on the Judiciary, to which was referred the resolu- 
tion (S. Res. 14), authorizing a study of the antitrust laws of the 
United States, and their administration, interpretation, and effect, 
ving considered the same, reports favorably thereon, with amend 
wuts, and recommends that the resolution, as amended, do pass 


STATEMENT 


The Committee on the Judiciary under the Legislative Reorganiza- 
on Act has jurisdiction over the subject matter of the “ protec tion of 
rade and commerce against unlawful restraints and monopolies.’ 

This resolution, as amended, proposes that a complete and compre- 
hensive investigation be made of the Federal antitrust laws. It should 
« noted that the basic law, the Sherman Act, is now 63 years old, 
the Clayton Act is almost 40 vears old, and the Robinson-Patman Act 
is 17 vears old. During this 60-vear period, no attempt has vet been 
made by the Congress to survey the entire field of antitrust laws with 
a view toward a comprehensive revision and coordination of these 
basic laws. During past years controversy has arisen as to whether 
these basic policies may have become outdated. Because of the 
many differences of opinion about the objectives of these antitrust 
statutes, suggestions have been made in many sources that now is the 
time for a study of our antitrust policy. 

Criticism has been raised regarding the procedures and remedies of 
the antitrust laws. The overlapping of jurisdiction of Federal anti- 
trust agencies, highlighted especially by the overlap in jurisdiction of 
the Department of Justice and Federal Trade Commission, has gen- 
erated demands for congressional action to centralize antitrust admin- 
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istration and enforcement in one source of*atthority, or at least to 
coordinate through a central agency the concurrent jurisdiction of the 
several Federal agencies. Questions have been raised as to whether 
the legislative policies embodied in these laws are intrinsically sound 
in approach, and whether the separate provisions of these statutes 
and their relationship to one another are sufficiently consistent and 
coordinated to effectuate a unified Federal policy of maintaining 
competition. 

Because of the tremendous technological progress in the past 60 
vears in American industry, it is necessary that a thorough review be 
made of the entire antitrust field in order to achieve such realinement 
of the antitrust laws as may be shown necessary by such review. 

If the committee is to discharge its responsibility as imposed by 
the Legislative Reorganization Act, it is the view of the committee 
that the resolution, as amended, be approved by the Senate, in order 
to provide the necessary funds for the proposed study and investiga- 
tion of the antitrust laws, as outlined in Senate Resolution 14. 
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stig. MH Mr. Toney, from the Committee on Interstate and Foreign Commerce, 
submitted the following 


$$ $$<$$_$______ 


REPORT 


[To accompany 8. 35} 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 35) to amend the Federal Airport Act in order to 
extend the time during which requests may be made for reimburse- 
ment for damages to public airports resulting from military operations, 
having considered the same, report favorably thereon with amend- 
ments and recommend that the bill as amended do pass. 

The amendments approved by your committee are as follows: 

In section 1, add caption to subsection (d): 

Time Limitations on Filing of Requests. 

In section 1, add caption to subsection (e): 

Time Limitations‘on Making of Certifications. 

In section 2, line 25, strike “chapter IL” and insert in lieu thereof 
“chapter IIL’. 

Add a new section 4 reading as follows: 

Sec. 4. Notwithstanding provisions of existing law to the contrary, all appro- 
priations heretofore made to the Department of Commerce, pursuant to certifica- 
tions made by that Department to the Congress under section 17 of the Federal 
Airport Act, for reimbursement of public agencies for the cost of rehabilitating 
or repairing public airports damaged by Federal agencies, shall remain available 
until expended. 

Amend the title so as to read: 

A bill to provide for the repair and rehabilitation of public airports damaged 
by the armed services during the present national emergency, to extend beyond 
June 30, 1953, the availability of previous appropriations for payment of claims 
under section 17 of the Federal Airport Act, and for other purposes. 
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PURPOSE OR THE BILL 


5. 35 is identical to S. 2815 of the Eighty-second Congress as reporte, 
unanimously by your committee on July 2, 1952 (S. Rept. No. 2068) 
and passed by the Senate on the Consent Calendar on July 3, 1952 
The House adjourned without considering the bill. 

In its report on S. 2815 your committee stated that it conc 


with Senator McCarran (the author of both that bill and S. 35) in all 
of the opinions expressed in a statement made by on the teas of 
the Senate on June 13, 1952 (Congressional Record, 294) in expla- 


nation and support of this proposed legislation. Those views ar 
equally applicable to the bill, 5. 35, and are again endorsed by you 
committee. , 

The original purpose of section 17 of the Federal Airport Act was to 
provide Federal funds for rehabilitation or repair of the public airports 
damaged by the armed services during World War I]. The principa 
purpose of the bill, S. 35, is to extend this program to public airports 
that may be damaged by military agencies during the present national 
emergency. In order to accomplish this result the bill as amend 
would reactivate and make permanent the program of Federal reim- 
bursement to State and local public agencies of the cost of rehabilita- 
tion or repair of public airports damaged by Federal agencies. Thy 
bill would also amend section 17 of the Federal Airport Act in certai 
respects, these amendments being designed to reduce or avoid admin- 
istrative difficulties which have confronted the Civil Aeronautics 
Administration in the administration of the section 17 program. Ip 
addition, the bill as amended would extend beyond June 30, 1953, 
authority to expend funds previously appropriated for the section 
17 program. 

REACTIVATION OF PROGRAM 


The primary purpose of the bill (reactivation of the sec. 17. pro- 
gram) is achieved by section 2 of the bill. That section would repeal 
the proviso contained in the appropriation to the Department of 
Commerce, Civil Aeronautics Administration, headed “Claims, Fed- 
eral Airport Act,” in chapter II] of the third supplemental appropria- 
tion act, 1951 (Public Law No. 45, 82d Cong.), reading as follows: 
Provided, That no request for reimbursement of the cost of rehabilitation or 
repair of a public airport filed under section 17 of the Federal Airport Act shall 
be considered by the Secretary unless filed prior to July 1, 1951, and the Secretar 
shall make no certification to Congress after July 1, 1952, of the actual or esti- 
mated cost of such rehabilitation or repair. 

Since the appropriation rider quoted above provides in effect for 
termination of the entire section 17 program, it is clear that such 
rider must be repealed if the program is to be continued. ‘That it 
should be continued, with the other changes in applicable law con- 
templated by the bill S. 35, is seen in the fact that only in this wa) 
can the Government be assured that any civil airports damaged as 
a result of military operations during the present national emergence) 
will be suitably repaired or rehabilitated when they are returned to 
civil control and management. 

Many such airports have recently been Jeased by the Government 
for military use during the national emergency and many others 
probably will be so leased in the near future. Such leases invariab ly 
obligate the Government to maintain the airport and some of them 
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so provide for Government restoration of the leased premises to 
‘heir original condition. However, experienc e sl ows that the military 
azencies normally perform only the airport maintenance work that is 
ssential to military operations and that most military airport leases 
ie terminated only if and when the lessor releases the Government 
from any contractual or other obligation with respect to restoration, 
reserving only any right it may have to receive reim burserr ent under 
section 17 of the Federal Airport Act. Where this occurs, a city that 
has leased its airport to the Government for rrilitary use at a nominal 
rental often finds itself with the airport returned to its possessien in ¢ 
lamaged condition requiring expensive rehabilitation or repair if it is 
to serve civil aviation adequately and safely and be available for 
National Guard and Air Reserve purposes and other future military 
ise, as agreed in the required lease-termination agreement. 

It is true that in some cases the lessor rm ay receive a cash payment 
n settlement of the Government’s obligation to restore the pren ises 

il that in many cases the lessor is given hangars and other im prove- 
ments constructed with milita wry funds, in lieu of restoration. How- 
cer, any funds received by a lessor as a settlerrent ray orp ey rot be 
sed to accomplish necessary rehabilitation or repair and such re- 
habilitation or repair obviously is not assured where the lessor n erely 
s granted the ownership of Government in proven ents in lieu of 
restoration. 

Generally speaking, it may be asserted that the accomplishment of 
such rehabilitation or repair is essential to civil aviation and national 
defense and therefore in the interest of the United States, and that 

Federal Government therefore should encourage, and bear the 
costs of, such rehabilitation and repair. The method of provicing 
for the payment of such costs provided for in section 17 of the Fed- 
eral Airport Act has proved satisfactory in the past, and section 17 
therefore should be made applicable to any damage to civil airports 
done by the military agencies during the persent period of rapidly 
increasing military use of such airports. 

The bill S. 35 also contains, as section 3, a provision authorizing 
the Secretary of Commerce to consider section 17 claims which prob- 
ably would have been filed subsequent to June 30, 1951, had it not 
been for the provisions of Public Law 45 referred to above. If the 
section 17 program is to be continued, it seems inequitable not to 
provide for the inclusion of such claims. 


AMENDMENTS TO SECTION 17 


The second principal purpose of this proposed legislation (avoid- 
ance of administrative difficulties) would be accomplished by section 1 
of the bill. That section would amend section 17 of the Federal Air- 
port Act in three respects. 

Perhaps most important, the bill would amend subsection (d) 
extend the time limit for the filing of claims for damage done by a mili- 
tary agency during the present national emergency, from a date 6 
months after the occurrence of the damage, as is now prescribed by 
subsection (d), to a date 6 months following the termination of the 
national emergency or a date 6 months after the return of control and 
management of the airport by the military department to the airport 
owner, if the airport is under the control and management of the 
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United States at the time of termination of the national emergency 
The necessity for some such amendment lies in the fact that section j7 
was designed primarily to furnish a means of providing reimbursement 
for the cost of repairing airport damage done during World War [| 
(which war has been expressly terminated for purposes of sec. 17 as of 
October 10, 1949, by Public Law 343, 81st Cong.) and has only ay 
extremely limited application to airport damage done subsequent 
thereto. For this reason, even if the Public Law 45 rider werp 
repealed, the only way the owner of an airport damaged during the 
present national emergency could qualify for reimbursement under 
section 17 would be to file a request for such reimbursement within ¢ 
months after the occurrence of the damage. This would not be 


the 


du 
the 


In 


feasible in many cases where the airport was under lease to the Goy- del 
ernment, either because the airport owner would not have any means ad 
of knowing that its airport had been damaged or because the damage ne 
might be of such a nature as to make it impossible to fix the exact time 
it occurred; as for example, damage resulting from lack of maintenance, ot 
In addition, this amendment to subsection (d) would authorize 
consideration of any request relating to damage occurring while the 
airport was under the control and management of the United States, So 
which is submitted within 6 months after the transfer of such contro] oT 
and management to the airport owner, whether the airport was dam- th 
aged during time of war or national emergency or not. Also, how- se 
ever, under this amendment, if an airport were damaged by a military th 
agency during time of war or national emergency while under the 
control and management of the United States and such control and J 
management were returned to the airport owner prior to the termina- bu 
tion of the war or national emergency, the petitioner would be given ll 
only 6 months from the date of such transfer of control and possession I 
within wh.ch to file a request, rather than 6 months from the termina- Ki 
tion of the war or national emergency. These two changes in the x 
provisions of the Federal Airport Act are desirable both because they ha 
would make it possible to treat all civil airports alike, and because fir 
they would facilitate administration of the section 17 program. al 
A second amendment to section 17 would add a new subsection (e) 17 
prohibiting the submission to the Congress of any certification (except si 
a supplemental certification of the amount by which the actual cost se 
of accomplished rehabilitation or repair exceeds the amount of a prior 
certification which was based on the estimated cost of such rehabilita- 
tion or repair) after a date 1 year from the expiration of the period D) 
prescribed by law for the submittal of the request to which such cer- 0 
tification relates. ist 
The purpose of this amendment is to avoid long delays on the part th 
of petitioners in submitting necessary supporting information and st 
materials. In the past, the CAA has experienced great difficulty in vi 
persuading petitioners to submit supporting information once they an 
have filed their original requests which, according to opinions of both fa 
the Attorney General and Comptroller General, need not be so com- re 
plete as to provide a sufficient basis for determination of the amounts m 
due. Despite every effort of the CAA to expedite the submission of er 
the necessary supplementary information, many requests have had 80 
to be held in a pending status for long periods of time. These delays m 
have made it difficult to establish the extent of the damages attribu- th 


table to the Federal agency involved and have resulted in increasing 
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the cost of the rehabilitation or repair to the Federal Government, 
due to rising costs of construction. 

It is realized that an amendment prescribing a time limitation for 
the submission of certifications to Congress may well place the CAA 
in a difficult position in some cases. However, it appears that ¢his 
is the only feasible method of accomplishing the desired result, since 
it appears to be impossible, due to the variable nature of the supple- 
mentary information required, to state in statutory language any 
time limits on the submission of the supplementary information which 
would meet the requirements of all cases and at the same time be 
definite enough to be effective. The committee believes that the 
advantages in prescribing time limitations for the submission of certi- 
fications far outweigh the disadvantages. 

\ third amendment to section 17 would delete the last sentence 
f section 17 (c) and insert in lieu thereof the following: 

\ppropriations made pursuant to this subsection shall remain available until 
xpended, 
some such amendment obviously is necessary if the section 17 pro- 
cram is to be continued beyond June 30, 1953, since, otherwise, 
there would be no authority to request appropriations for future 
section 17 claims, which could not be made and expended prior to 
the end of the present fiscal year. 

In this connection, it is to be noted that the existing limitation 
June 30, 1953) did not appear in section 17 as originally enacted 
but was added by Public Law 840, Eightieth Congress (62 Stat. 
1111). Inasmuch as this change presumably was made in the 
belief that the section should terminate at the same time as the 
Federal-aid airport program authorized by other provisions of the 
Federal Airport Act, it is to be noted that the life of the program 
has since been extended to June 30, 1958, by Public Law 846, Eighty- 
first Congress. Instead of a corresponding extension of the avail- 


ability of appropriations for rehabilitation and repair under section 


17, it is believed that the provisions should be changed to make 
such appropriations available until expended, thus making the 


section permanent legislation once more; aud this bill so provides, 


According to a report made by the then Secretary of Commerce on 
hill S. 2815 in the Eighty-second Congress, it was the belief of the 
Department of Commerce that the administrative difficulties en- 


countered by the Civil Aeronautics Administration in its past admin- 


stration of the section 17 program would be reduced or avoided in 


the future if the program were extended with the amendments to 


section 17, proposed by that bill and by S. 35. In this connection, 
your committee joins the Secretary in his belief and hope that the 
amendments to section 17 contemplated by the bill as amended will 
facilitate administration of the section 17 program in the several 
respects indicated. Your committee is glad to learn that the Depart- 
ment intends to see to it, if the section 17 program is extended, that 
civil airports occupied by the military agencies are inspected by per- 
sonnel of the Civil Aeronautics Administration “prior to occurrence of 
military damage and again immediately after return of the airport by 
the military to the civil owner.” The committee entire ‘ly agrees that 
such inspections should permit “a far more accurate adjudication of 
the validity and amount of the claim” in eac oh case in which a section 
17 claim is submitted in the future and feels that such inspections 
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should help to make it possible to adjudicate future section 17 claims 
more nearly on the quasi-judicial basis contemplated by section 17 of 
the Federal Airport Act, than has been possible in the case of some 
pist claims. 


EXTENDING AVAILABILITY OF PAST APPROPRIATIONS 


At the time S. 2815 was under consideration by vour committ 
was thought by its sponsor and the interested Department that 4] 
amendment to subsection (c) of section 17, contemplated by tha; 
bill and by S. 35, would be sufficient to extend beyond June 30, 195 
authority to expend funds previously appropriated for the rehabi 
tion or repair to public airports damaged by Federal agencies. (Sw 
discussion in your committee’s report at p. 8, 3S. Rept. No. 2068 
82d Cong.). Since then, however, your committee has reached | 
conclusion that, for reasons stated below, it is desirable that legisla 
be enacted expressly making all prior section 17 appropriations avail- 
able until expended. Accordingly, your committee has approved tly 


Lit 


bill with such an amendment which would add a new section 4 havi 
that effect. 

This amendment is made desirable by the fact that many of (| 
claims which have been certified to the Congress under section 
of the Federal Airport Act were for the rehabilitation or repair projec 
which have not yet been undertaken or which cannot be complete 
in time to permit reimbursement to the owner for the cost of such wort 
with presently available funds, prior to July 1, 1953, when, according 
to existing law, all such funds which have not been expended 
lapse and return to the Treasury. 

Any such result, in the opinion of your committee, would be ey- 
tremely unfair to ee local public agencies affected by the lapses an 
would constitute a breach by the Government of its contractua 
obligations to sue Pv local nee ies created by the section 17 certifica- 
tions involved. Section 17 (b) of the Federal Airport Act, it will by 
noted, provides in part -_ 

Certifications made hereunder by the Administrator shall be deemed contractua 
obligations of the United States, payable as hereunder provided. 

The scope of the problem is indicated by the chart prepared by tli 
Civil Aeronautics Administration and set forth in the appendix 
For each of the 93 claims which have been certified to Congress 
since the passage of the Federal Airport Act, this chart shows thi 
status of the rehabilitation or repair work involved as of Decembe 
31, 1952. 

The rae. and payment of claims ey section 17 1s 
handled in the following sequence: the filing of a request by th 
claimant ulti agency, determination by the stent of Civil 
Ae enn uutics of the estimated ccst of rehabilitation or repair for w hich 
the Government should assume responsibility, certification by th 
Administrator of that amount to Congress, appropriation of th 
necessary funds by Congress, and finally, payment by the Administra- 
tor to the claimant public agency as work is completed. This last 
step is often a lengthy process, most claims requiring several months to 
process from the time of appropriation through final payment. This 
is due to the length of time normally required for preparation of 
plans and specifications, advertising for bids, completing the construc- 
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tion work, making final inspections and audits, and processing pay- 
ment vouchers. Moreover, in some cases these steps have been 
delaved for one reason or another, all of them justifiable. Among 
these reasons are: 

(1) Due to the present emergency and the controlled materials 
program, many local public »¢encies have been unable to obtain 
necessary materials and supplies. 

(2) In sore instances, the Civil Aeronautics Administration 
and the airport owner have agreed that the rehabilitation or 
repair of the airport covered by the serene 17 certification 
should be accomplished by betterment work under the Federal-aid 
airport program, with the Government paying under section 17 
what it would have cost to restore the damaged facilities and 
sharing the owner’s actual cost over and above that amount, 
with grant funds. In these cases, due either to lack of local 
financing or because the Civil Aeronautics Adirinistration does 
not have sufficient grant funds under the Federal Airport Act 
to match the local contributions, the work cannot be completed 
in one stage. Therefore, such work is planned to be accom plished 
by stage construction over a period of years, under two or more 
grant-in-aid projects. 

(3) In several instances, one of the military agencies has in- 
dicated that it is considering acquisition and use of the airport 
to be rehabilitated or repaired as a military facilitv. In such 

cases, the rehabilitation or repair work has been deferred until 
“ak time as the military agency determines that it does not 
have an immediate need for acquisition of the airport. 

The possibility that all unexpended section 17 funds will lapse as 
of Julv 1, 1953, is attributable in part to the fact that the first 9 of the 
10 appropriations which have been made for payment of section 17 
claims (as cited on the enclosed chart) expressly provide that the 
funds appropriated shall “remain available until June 30, 1953.” 
While the tenth appropriation does not contain any express limitation, 
it appears in an appropriation act for the present fiscal year and, 
therefore, in the absence of any legislation to the contrary, is in effect 
subject to the same limitation. 

Standing alone, these express and implied limitations probably 
would not apply to any funds which, although not disbursed or ex- 
pended on or before June 30, 1953, had been obligated by contract by 
that time (as such funds will be in most eases if the execution of an 
agreement for progress payments pursuant to sec. 560.17 (b) of the 
Regulations of the Administrator of Civil Aeronautics is construed to 
have the effect of obligating the funds with which the progress pay- 
ments are to be made). However, there is another statutory provision 
which might well require a more restrictive construction of these limi- 
tations. This is the sentence appearing in subsection (c) of section 17 
of the Federal Airport Act, under the authority of which all of the 10 
appropriations were made, reading: 

»ropriations made pursuant to this subsection shall remain available unti 
une 30, 1953, unless sooner expended. 


Construing the several appropriations in the light of this provision of 
the organic act, it might well be held that all funds appropriated for 
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payment of section 17 claims which had not been paid out prior to 
July 1, 1953, lapsed on that date even though such funds had been 
obligated by contract prior thereto. 


FINANCIAL Impact OF PROPOSED LEGISLATION 


The cost to the Government of reactivating the section 17 program 
as contemplated by S. 35 is not determinable in view of the fact that 
it will depend upon the extent to which civil airports are damaged by 
the armed services and Government agencies in the future. However 
it is believed that some indication of the appropriations which may 
become necessary in future years (when civil airports now occupied 
by military agencies are returned to their owners) is furnished by the 
history of appropriations made for claims under the original section 17 
program. The following is a record of those appropriations by fiscal 
year: 


Year: Amount 
1949 $1, 659, 524. 00 
1950 1, 046, 103. 92 
1951 1, 622, S86. 00 
1952 1, 645, 775. 00 
1953 1, 821, 423. 00 

Total 7,795, 711. 92 


In this connection, however, it is also to be noted that if the section 
17 program had not been available to the owners of public airports 
as a means of obtaining reimbursement from the Government for 
the cost of repairing airport damage attributable to Government 
operations, some portion of the amounts paid under section 17 claims 
would undoubtedly have been paid out of military appropriations or 
appropriations for the payment of relief bills or judgments. 


Posirion oF INTERESTED PERSONS 


Your committee is advised that the enactment of this proposed 
legislation is desired by many individual municipalities and that the 
bill as amended has the strong support of the American Municipal 
Association, the United States Conference of Mayors, and the National 
Institute of Municipal Law Officers. 

Your committee has received reports on S. 35 from the Treasury 
Department, the Comptroller General of the United States, and the 
Civil Aeronautics Board, each stating that these agencies have no 
comments to offer, except the Comptroller General who advises he 
perceives no objection to the amendment to section 17 (¢) which would 
make appropriations available to the administrative ageney until 
expended (heretofore limited to June 30, 1953). Both the Depart- 
ment of Commerce and the Department of the Air Force reported 
on the similar bill, the amended S. 2815 in the Eighty-second Congress, 
the former indicating that it favored the bill and the latter that it 
had no objection to such proposed legislation. The reports of those 
Departments on S. 2815 were set forth in the appendix to Senate 
Report No. 2068, Eighty-second Congress. 
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CHANGES IN Existinc Law 





* to 
een ° : . , >< , . . 
In comphance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
am law in which no change is proposed is shown in roman): 
hat hi - arti _ r 1 e 
hy THIRD SUPPLEMENTAL APPROPRIATION ACT, 1951 
er. (Public Law 45, 82d Cong.) 
May . * . * * * * 
Ee 
“ CLAIMS, FEDERAL AIRPORT ACT 
e 
17 For an additional amount for ‘Claims, Federal Airport Act,’’ $1,464,384, to 
cal remain available until June 30, 1953, as follows: Visalia Municipal Airport, 
: Visalia, California, $40,277; Gainesville Municipal Airport, Gainesville, Florida, 
$0,467; Waycross-Ware County Airport, the city of Waycross and Ware County, 
Georgia County Airport, the city of Waycross and Ware County, Georgia, 
00 855,417; Harding Field, the Parish of East Baton Rouge, Louisiana, $140,650; 
49 New Orleans Airport, Orleans Levee District and the Orleans Airport Commis- 
2 I I 
ii) son, Louisiana, $257,237: Laurence G. Hanscom Field, the Commonwealth of 
On Massachusetts, $91,528; English Field, Amarillo, Texas, $29,590; Rio Grande 
00 Valley International Airport, Brownsville, Texas, $384,161; Eaker Airfield, 
Durant, Oklahoma, $359,580; Jefferson County Airport, Jefferson County, Texas, 
92 $40,593; and the Draughon- Miller Municipal Airport, Temple, Texas, $55,884[: 
. Provided, That no request for reimbursement of the cost of rehabilitation or repair 
ion {a publie airport filed under section 17 of the Federal Airport Act shall be con- 
rts sidered by the Secretary unless filed prior to July 1, 1951, and the Secretary shall 
for make no certification to Congress after July 1, 1952 of the actual or estimated 
) e “a: . . 
ve syst of such rehabilitation or repair.] 
n 
ms FEDERAL AIRPORT ACT 
OF * * * * * * * 
Vy ’ eT D ‘oC , FE > , AGENC ye , Pr . \ 0 ed 
REIMBURSEMENT FOR AMAGE BY FEDERAL AGENCIES TO PuBLIC AIRPORT 
REQUESTS FOR REIMBURSEMENT 
od Sec. 17. (a) Reimbursement shall be made to public agencies, as provided in 
his section, for the necessary rehabilitation or repair of publie airports heretofore 
he r hereafter substantially damaged by any Federal agency. The Secretary is 
ral authorized to render such assistance as he deems necessary to public agencies 
al in the preparation of requests for reimbursement for the cost of rehabilitation or 
repair of public airports, under the control or management of such public agencies, 
; shich have been substantially damaged by any Federal agency and, upon receipt 
ry fF of such a request from a public agency, the Secretary is further authorized, on 
he F behalf of the United States to consider, ascertain, and determine, in accordance 
ho with regulations he shall prescribe pursuant to this section, the actual or esti- 
he mated cost of such necessary rehabilitation or repair for which such public agency 
Id s entitled to reimbursement from the United States. 
( 
til CERTIFICATIONS TO THE CONGRESS 
"L- ’ ‘ : 
rt : b) Such amount as may be found by the Secretary to be the actual or esti- 
ed nated cost of such rehabilitation or repair shall be certified by the Secretary to 
3s, Congress, which certification shall include a brief statement of the character of 
it the damage upon which the request for reimbursement is based and of the work 
, performed or to be performed to accomplish such rehabilitation or repair. In the 
event that, upon completion of such rehabilitation or repair, it is determined that 
te the actual cost thereof, as approved by the Secretary, exceeds the amount of the 


estimate certified to Congress by him, the Secretary shall certify to Congress the 
amount by which such actual cost exceeds such estimate including in such certifi- 
cation a brief statement of the cause of the variation between the estimated and 
the actual cost of such rehabilitation and repair. Certifications made hereunder 
by the Secretary shall be deemed contractual obligations of the United States, 
payable as hereinafter provided. 
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APPROPRIATIONS PAYMENTS 





AND 


(c) There are hereby authorized to be appropriated such amounts as 
necessary to enable the Secretary to make payments as provided for in this 
to publie agencies, either upon completion of the rehabilitation or repair ir 
or as such rehabilitation or repair progresses, it being the purpose of this sy). 
section to authorize the Secretary to make payments to public agencies 
funds appropriated pursuant to this section, as reimbursement for the « 
such publie agencies of work performed in accomplishing re +habilitation or repair 
prior to final completion of such work and at such time or times as may be deter. 
mined by the Secretary, after consultation with the public ageney iny 
Provided, That no such payment made by the Secretary she ull be in an a 
which, together with all previous payments made to re ‘imburse such aa lic age 
for the cost of such rehabilitation or repair, shall exceed the estimated cost 
work then performed. If the Secretary shall determine at any time tl 
aggregate of such payments exceeds the actual cost of the work then perfor 
the United States shall be entitled to recover such excess. In the event the es 
mate of the cost of rehabilitation or repair of an airport as certified to Co 
by the Secretary exceeds the actual cost of such rehabilitation or repair, the : 
of such excess shall be covered into the Treasury of the United States as mis: 
laneous receipts. Appropriations made pursuant to this subsection shall rema 
available until [June 30, 1953, unless sooner] expended. 


[urmrrations] 
TIME LIMITATIONS ON FILING OF REQUESTS 


(d) No request for reimbursement of the cost of rehabilitation or repair 1 
public airport submitted pursuant to this section shall be considered by t! 
Secretary unless such request [has been] was submitted to him within six mont 
after the occurrence of the damage upon which the request is based, except tha 
in case of a request relating to damage [caused by operations of a military nat 
during time of war,] occurring while the airport was under the control and manag 
ment of the United States, such request may be submitted within six months af 
[the date of termination of such war unless the airport is under the control a 
management of the United States at the time of termination of such war, in wt 
event the request may be submitted to the Administrator within six mont! 
after] the transfer of such control [or] and management of the airport to | 
public agency involved. 


TIME LIMITATIONS ON MAKING OF CERTIFICATIONS 


(e) No certification pursuant to this section with respect to a request submitted | 
the Secretary after the date of enactment of this subsection (except a supplementa 
certification of the amount by which the actual cost of accomplished rehabilitation « 
repair exceeds the amount of a prior certification which was based on the estimated 
cost of such rehabilitation or repair) shall be made to the Congress after a date or 
year from the expiration of the period prescribed by law for the submittal oj 
request. 
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LAW 
Ms 


LiBR* Calendar No. 27 


3p CONGRESS ae REportT 


1st Session 29 143 No. 39 


AMENDING TITLE 18 OF THE UNITED STATES CODE 
RELATING TO THE MAILING OF OBSCENE MATTER 


Fepruary 16, 1953.—Ordered to be printed 


Mr. LANGER, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany §. 11] 


The Committee on the Judiciary, to which was referred the bill 
‘. 11) to amend title 18 of the United States Code, relating to the 
mailing of obscene matter, having considered the same, reports favor- 
ably thereon, without amendment, and recommends that the bill do 
pass, 

PURPOSE 


' The purpose of the proposed legislation is to enlarge section 1461 
; of title 18, United States Code, so as to include within the prohibition 
of said section all matter of obscene nature, whether or not said matter 
had fallen within the more restricted definition contained in the 
statute. 

HISTORY OF LEGISLATION 


An identical bill of the Eighty-second Congress, S$. 34, passed the 
Senate on January 29, 1951. 


STATEMENT 


Section 1461 of the Criminal Code was enacted to prevent the mails 
from being used to corrupt public morals. To strengthen this pur- 
pose, this bill would substitute general words for the special classes 
now covered by the statute, in the belief that the intent of the law is, 
and properly should be, to strike at all obscene matter. The commit- 
tee is of the opinion that the definition of prohibited matter should be 
enlarged as herein proposed so as to include all items whether or not 
specifically heretofore described. 

26006 





AMEND TITLE 18 OF THE UNITED STATES CODE 


Attached hereto and made a part of this report is a letter of June 7 


1950, to the then Vice President. of the United States from Postmast. 
General Jesse M. Donaldson, advocating this legislation: 


OFFICE OF THE POSTMASTER GENERA! 
Washington 25, D. C., June ? 


The Vice PRESIDENT, 
United States Senate. 

Dear Mr. Vice PresipeNnt: There is submitted herewith, for consicderatio, 
by the Congress, a draft proposal of legislation to amend title 18, United States 
Code, relating to the mailing of obscene matter. 

A recent prosecution under the provisions of section 1462 of title 18, Unitea 
States Code, has demonstrated the desirability of amending this statute in order 
to eliminate doubt as to its applicability over the depositing in interstate ¢ 
merce of certain obscene matters not presently enumerated therein. In the eas 
of Alpers v. United States (175 Fed. 2d 137), the United States Court of Appeals 
in reversing the conviction of the defendant in the district court for deposit 
obscene phonograph records with an express company for carriage in interstay, 
commerce, held that since phonograph records are not specifically enumerated 
the statute, the depositing of such articles for carriage in interstate commer 
even when of an obscene, lewd, lascivious, or filthy character does not constitut 
a violation of the statute. In arriving at this conclusion, the court of appeals 
pointed out that had Congress intended the statute to be all-inclusive, it ver 
readily could have eliminated mention of the special classes covered by the statut 
and employed the genéral words ‘‘any obscene or indecent matter.”’ 

The decision of the court of appeals was reversed by the Supreme Court of th: 
United States on February 6, 1950 (U. S. v. Alpers, No. 217) by a split decisi 
of 5 to 3, the majority holding that ‘‘the portion of the statute here in issue does 
prescribe the dissemination of matter which, in its essential nature, communicates 
obscene ideas. We are clear, therefore, that obscene phonograph records are 
within the meaning of the act.” 

A bill (S. 2811) to amend section 1462, title 18, United States Code, to includ 
filthy phonograph records, and the like, has been reported by the Senate Con- 
mittee on the Judiciary. In Report No. 1305, to accompany S. 2811, the con- 
mittee referred to the decision in the Alpers case, and stated: 

“The fact that the lower court ruled one way, the Supreme Court sustained 
their view by a split decision of 5 to 3, and the intermediate court (the court of 
appeals) took the opposite view, clearly points up the fact that there is substan- 
tial and responsible difference of opinion on this matter. 

“The committee feel that no one can contend that obscene and indecent records 
or sound transcriptions should be permitted in interstate commerce and as long 
as there is any reasonable question in the mind of anyone that such prohibition 
exists, such doubt should be removed by the passage of this bill.” 

The comments of Senate Committee Report No. 1305 with respect to the need 
for amending section 1462 of title 18, United States Code, have equal applicabilits 
to the necessity for amending section 1461 of the same title, relating to the mailing 
of obscene matter. 

It is believed that the draft proposal of legislation submitted herewith under 
which it is proposed to substitute general words for the special classes now cov- 
ered by the statute, will be inclusive enough to cover phonograph records, a! 
any other matter of obscene nature, and at the same time include everything 
now covered by the statutes. 

The Congressional Record reveals that bills S. 2811 and H. R. 6622 are design 
to amend section 1462 of title 18, United States Code, so as to make it unlawful 
to deposit with an express company or other common carrier for carriage in inter- 
state commerce obscene, lewd, lascivious, or filthy articles or things capable of 
producing sound. These bills to amend section 1462, however, merely add on 
more special class of material to the present law. It is obscene matter which tle 
Congress seeks to prohibit whether it be photographs or phonograph records 0! 
some other article or thing not yet described. It is believed that the proposal 
submitted herewith will accomplish this objective. 

This Department has been advised by the Bureau of the Budget that 
would be no objection to the presentation of this draft bill to the Congress for 
its consideration. 

Sincerely yours, 


there 
er 


J. M. DoNALDSON, 
Postmaster Gen: 
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AMEND TITLE 18 OF THE UNITED STATES CODE 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
Jaw iv which no change is proposed is shown in roman): 


Sec. 1461. MAILING OBSCENE OR CRIME-INCITING |MATTER.—[Every obscene, 
lewd, lascivious, or filthy book, pamphlet, picture, paper, letter, writing, print, 
or other publication of an indecent character; and—J] 

Every obscene, lewd, lascivious, indecent, filthy or vile article, matter, thing, device, 
or substance; and 

Every article or thing designed, adapted, or intended for preventing conception 
or producing abortion, or for any indecent or immoral use; and 

Every article, instrument, substance, drug, medicine, or thing which is adver- 
tised or described in a manner calculated to lead another to use or apply it for 
preventing conception or producing abortion, or for any indecent or immoral 
purpose; and 

Everyj written or printed card, letter, circular, book, pamphlet, advertisement, 
or notice of any kind giving information, directly or indirectly, where, or how, 

rfrom whom, or by what means any of such mentioned matters articles, or things 
may be obtained or made, or where or by whom any act or operation of any kind 
for the procuring or producing of abortion will be done or performed, or how or 
by what means conception may be prevented or abortion produced, whether 
sealed or unsealed; and 

[Every letter, packet, or package, or other mail matter containing any filthy, 
vile, or indecent thing, device, or substance; and] 

Every paper, writing, advertisement, or representation that any article, instru- 
ment, substance, drug, medicine, or thing may, or can, be used or applied for 
preventing conception or producing abortion, or for any indecent or immoral 
purpose; and 

Every description calculated to induce or incite a person to so use or apply 
any such article, instrument, substance, drug, medicine, or thing— 

Is declared to be nonmailable matter and shall not be conveyed in the mails 
or delivered from any post office or by any letter carrier. 

Whoever knowingly deposits for mailing or delivery, anything declared by this 
section to be nonmailable, or knowingly takes the same from the mails for the 
purpose of circulating or disposing thereof, or of aiding in the circulation or 
disposition thereof, shall be fined not more than $5,000 or imprisoned not more 
than 5 years, or both. 

The term “indecent”, as used in this section includes matter of a character 
tending to incite arson, murder, or assassination. 
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STUDYING THE ESCAPEE AND REFUGEE SITUATION IN 
WESTERN EUROPE 


\lr. LANGER, from the Committee on the Judiciary. submitted th 


following 


REPORT 


lhe Committee on the Judiciary, to which was referred the resolu- 


.y Res. 6S extending the authorits to Investigate probl ns con 
d with emigration of refugees from Western European natio 

having considered the same, reports favorably thereon without amend 
and recommends that the resolution do pass 


STATEMENT 


Senate Resolution 326 of the S2d Congress, 2d session, agre 
June 21, 1952, authorized and directed the Committee on the Judicia: 
or any dulv authorized subcommittee thereof to conduct a thorough 
and complete study, survey, and investigation of the problems in 


certain Western European nations created by the flow of escapees 


and refugees from Communist tyranny, and to make certain recom 
mendations. The resolution authorized an expenditure of $65,000 
from the contingent fund of the Senate. The authority under the 
provisions of Senate Resolution 326 terminates on April 30, 1953 

lhe effect of the instant resolution is to extend the operative life 
of the committee under the initial resolution for 1 more vear until 
\pril 30, 1954. No additional funds are provided or requested. 

Since Senate Resolution 326 was agreed to on June 21, 1952, a 
Senate subcommittee, together with the staff, has accumulated a vast 
quantity of information as a result of an extensive investigation in 
Kurope. The subcommittee is currently collating the information 
and expects to begin deliberation shortly on the manifold issues 
presented. 

The committee, after consideration of all the facts, is of the opinion 
that the resolution (S. Res. 68) should be agreed to. 
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STUDY OF POSTAL SERVICE 


FEBRUARY 16, 1953.—Ordered to be p 


Carson, from the Committee on Post Office and Civil Service, 


submitted the following 


REPORT 
[To accor pa 


The Committee on Post Office and Civil service, to whom was 

red the resolution (S. Res. 49) for a study and investigation of the 
stal service, having considered the same, report favorably thereon, 
hout amendment, and recommend that the resolution do pass 


GENERAL STATEMENT 

This resolution provides that the Committee on Post Office and 
il Service or any duly authorized subcommittee shall conduct a 
thorough study and investigation of the following: (1) Postal rat 


charges as they relate to the reasonable cost of handling the 
ral classes of mail; (2) the extent to which expenditures of the 
Yost Office Department are now charged for fre 
iternational postal service, subsidies, franked and penalty mail, 
nd for primarily service activities rather than postal functions; 
}) free services furnished by the Post Office Department to other 
partments and agencies; (4) the cost of and expenditures for 
handling, transporting, and distributing the several classes of mail; 
and (5) all matters related to the improvement of the postal system. 
The committee is authorized to appoint such technical, clerical, and 
other assistants, as it deems advisable, or to contract with manage- 
ment engineering firms in order to carry out the purpose of the resolu- 
tion. Also, the committee is authorized to appoint an advisory 
ouncil which would include representatives of the general public, 
representative users of the mails, members of accounting and manage- 


ment engineering firms and representatives of postal employee organi- 
zations. 


postal Serv 1c ¢ 


The committee is authorized to make expenditures not in excess of 
$100,000 and the results of its study and investigation shall be reported 
to the Senate not later than February 1, 1954. 
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The committee ieves that before an obiective appraisal 
made of the postal » structure it is-necessary that a study ar | | 


of the nature called for by this resolution should be ¢ 
so, the committee believes that since the Congress is } 
wvtment ol legislation with r pect to postal ra 
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\UTHORIZING EXPENDITURES FOR AN INVESTIGATION 
OF NATIONAL PENITENTIARIES 


FEBRUARY 16, 1953.—Ordered to be print 


\fr. Jenner, from the Committee on Rules and Administration, sub- 
mitted the following 


REPORT 


[To accompany 8. Res. 62] 


J 


lhe Committee on Rules and Administration, to whom was referred 

the resolution (S. Res. 62) authorizing expenditures for an investiga- 

of national penitentiaries, having considered the same, report 

avorably thereon without amendment and recommend that the 
solution be agreed to. 

This resolution would appropriate not to exceed $5,000 for an In- 
vestigation of the Federal penitentiaries and two Federal hospitals by 
he standing Subcommittee on National Penitentiaries of the Com- 

ittee on the Judiciary. A statement, made by the Committee on 
the Judiciary at the time this resolution was reported from that 
committee, is as follows: 

The Federal prison system comprises 33 institutions, 31 operated by the Bureau 
Prisons of the Department of Justice and 2 hospitals for the treatment of 
otic drug addicts operated by the Publie Health Service of the Federal 
security Ageney. The 31 Bureau of Prisons institutions comprise 6 peniten- 

, 5 reformatories, 2 institutions for juveniles, 7 correctional institutions for 


e eC 


-termers, 9 prison camps for minimum-custody offenders, a prison hospital, 
1a detention headquarters for prisoners awaiting court actior Che treatment 
custodial programs provided DY these different institutions permit thew lest 
de in assigning individual offenders to institutions adapted to their particular 
‘teristics and needs. 
he fiscal vear 1952 an average of 18,176 prisoners were confined in these 33 
itions. In this connection it should be noted that the Bureau has recom- 
ded that consideration be given to the replacement of Alcatraz with an insti- 
more centrally located and less difficult to operat administratively It 


has also recommended that the National Training School for Boys, here in Wash- 
be replaced with a modern institution for juvenile delinquents; the Fed- 





Detention Headquarters in New York is a converted gat not meeting 
lern standards for such an institution and it also should be replaced. It is 
also alleged that major modernization projects ar 1 in some of the older 


requir 
tutions such as Atlanta, Leavenworth, and McNeil Island 
ihe sum sought for the committee in this resolution will ens 
to make on-the-spot inspections of the various penal Institutions s attered 
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throughout the United States and will enable the committee to earr 
responsibility imposed on it by the terms of the Legislative Reorganiza 
of 1946 in recommending basic legislation for the replacement of any inads 
which mav eXist in the ope ration of our Federal prisons. 


A budget and a letter submitted by the chairman of the Con 
on the Judiciary, Senator Langer, to the chairman of the Con 
on Rules and Administration, Senator Jenner, is as follows: 
UNITED STATES SENATE, 
COMMITTEE ON THE JUDICIARY 
February 10, 
Hon LULAN JENNER, 
} s Committee. U'nited States Senate 
Washington, D.C, 
My Dear Senator JENNER: On February 4, 1953, the Committe 
Judiciary unanimously reported Senate Resolution 62, authorizing exper 
for an investigation of national penitentiaries. The resolution proposes 
sum of $5,000 be made available for this purpose. 
\s is stated in the report accompanying the resolution, the Federal prisor 
tem comprises 33 institutions in seattered locations throughout the United st 
In the fiseal vear 1952 an average of 18,176 prisoners were confined in these 3; 
institutions, and from time to time the Bureau of Prisons has recommends 
closing of some of them and the expansion of others. It has also advocat« 
struction of entirely new buildings in other locations. 
The Committee on the Judic lary, W hich is charged with overseeing the ope ration 


of these mstitutions, feels its responsibility very keenly, and Is desirous of o taln- 


ing a moderate fund with which to pay the expenses of the members of the stand- 


ing Subcommittee on National Penetentiaries, as well as staff members who may 
be so assigned in carrying out the function of inspecting the various penitentiaries 
and making recommendations deemed to be advisable. 
Enelosed herewith for the information of vour committee are copies of a pro 
sed budget, Senate Resolution 62, and the report thereon. 
With kindest regards, [ am 

Sincerely, 


WILLIAM LANGER, 
Chai 


INVESTIGATION OF NATIONAL PENITENTIARIES 


Budget, $5,000 
$3, 500 
service 1, 000 
nt fund for telephone and other incidental expenses 500 


Total budget __- 5, 000 


The foregoing budget was approved by the Committee on Rules and Administra- 
tion. 
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PROVIDING FOR ADDITIONAL PERSONNEL AND FUNDS 
FOR THE COMMITTEE ON GOVERNMENT OPERATIONS 


KeBRUARY 16, 195: 


Mr. JENNER, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


‘company & Re ~ 


The Committee on Rules and Administration, to whom was 
referred the resolution (S. Res. 56) providing for additional per- 
sonnel and funds for the Committee on Government Operations, 
having considered the same, report favorably thereon without 
amendment and recommend that the resolution be agreed to 

A letter from Senator Margaret Chase Smith, chairman of the 


Subcommittee on Reorganization of the Committee on Govern- 
ment Operations, to Senator William E. Jenner, chairman of the 
Committee on Rules and Administration, explaining the purposes 
of this measure is as follows 
UNITED STATI NATE, 
COMMITTEE ON GOVERNMENT PERATIONS, 


OMMITTELE IN LEORGANIZATION 


Hon. Wittiam E. JENNER, 
Chairman, Senate Com? 


DeaR SENATOR JENNER: Atta 
reported from the Committee on 
vided that the unexpended amounts 
82d Congress, agreed to on January s 
available for use of the committee, or am) 
in connection with its consideration of 
beginning on February 1, 1953, and ending 
_ There is also attached a preliminary 
funds as approved by the committe 

rhe committee further appro 
Reorganization that, as soon as 
gram, a further request for necessary 
mitted to the Committee on Rules 
Subcommittee on Reorganization. 
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Z PROVIDING FOR COMMITTEE ON GOVERNMENT OPERATIONS 


additional personnel until the scope of the subcommittee’s activities co 
more accurately determined, since it was not the desire of the subecommit 
request funds that are not actually required in connection with its operations, 
({ppropriate steps will be taken to initiate a further resolution at a late: 
when the subcommittee’s program is fully formulated. 
Should vou require any additional information in regard to the pending reso 
on, I will be very glad to ecomplv with the committee’s requirements. 
Thanking vou for vour consideration in this matter, I am 
Sincerely vour 
MARGARET CHASE SMITH 
Subcommittee on Reorqani 


Unexpended balances for this investigation coming over from 


Senate Resolution 252, agreed to January 24, 1952, approximate 
$10,500. A budget showing how the funds are to be expended, and 
one approved by the Committee on Rules and Administration. is as 


follows: 
FEBRUARY 9, 


Subcommittee on Reo ganization, Fe bh. ]. 1958. to Jan. 31, 1954 


Salaries: Temporary staff assistants on reorganization matters 000 
Hearings reporting fees, ete . 000 
Field investigations of members and Istaff 2, 000 
Office supplies, telephone, telegraph, ete 500 


Total ‘ 10, 500 


O 





000 
. 000 
000 
500 


co 500 
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EXTENDING AUTHORITY FOR THE INVESTIGATION WITH 
RESPECT TO THE EFFECTIVENESS OF FOREIGN IN 
FORMATION PROGRAMS 


Mr. Jexner, from the Committee on Rules and Administration 


submitted the followin 


PORT 


The Committee on | to whom was re- 


ferred the resolution (S. 
vestigation with respect 
programs, having considered the same, report favors bly thereon with 


he resol tion, as amended, be 


thority for the in- 


reqon in ‘ormation 


an amendment, and recomme! 


ag reed to. 
This resolution is the subject of a report No. 24) issued Januan 

, 1953, explaining the purposes of the extension for this inve stivation 
intothissummer. A letter from the chairman of the Foreign Relations 
Committee, Senator Wiley, to the chairman of the Committee 
Rules and Administration, Senator Jenner, concerning tl 


Lite 
is as follows: 


Unirep STATES SENATI 
COMMITTEE ON FoREIGN RELATIONS, 


Senator WituiaAmM E, Jenni 
Chairman, Committee on S 
Senate O flice Building. tshington, D 


nstruction of the Commit 
4 hich would 


Dear SENATOR JENNER: hs day, on the i 
on Foreign Relations, reported favorably Senate Resolution 
authorize the subcommittee of the Foreign Relations Committee on overseas 
information programs to continue its study of those programs until June 30, 
1953. Senate Resolution 44 also authorizes the use of an additional $25,000 to 
meet the necessary expenses of this committee. 

As you know, the election this past fall made it diffi 
to begin its operations. As a result, there is still approximately $25,000 of the 
original sum available. 

I attach an estimate of the expenditures which it is anticipated will be neces- 
sary during the next 5 months while this subcommittee is in operation. 

Sincerely yours, 


ilt for the subcommittee 


ALEXANDER WILEY, Chairman, 
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EFFECTIVENESS OF FOREIGN INFORMATION PROGRAMS 


Unexpended balances coming over from the old resolution, together 
with the inerease of $25.000/herem authorized, will be spent 
accordance with a budget submitted by the Committee on Foreign 
Relations, and one approved by the Committee on Rules ance Adn 
istration, as follows: 


iin- 


t thro igh June 30, 1953 


So, OOO 

2,500 

1, 500 

3, VOU 
, 000 


f at $2,000 each O00 


tallations and between VOA 
at S1OO each ue O00 


S00 
500 


000 


$50,000 made available by S. Res. 7 25, 000 


1 bv S. Res. 


25, 000 


50, 000 












MM) 
100 


YOO 


0) 


500 


(yt) 
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XTENDING THE AUHHORITY FOR A STUDY AND INVESTIGATION 


i 


OF THE FUEL RESERVES AND THE FORMULATION OF A FUEI 


POLICY FOR THE UNITED STATES 





Wi 
Mi) 
" NH) a a 
OU) FEBRUARY 16, 1953 Ordered to be printed 
1 
Mr. JenNER, from the Committee on Rules a Ldmunistration, 
~ submitted the follow 
| REPORT 
lo ace D y S. R ) 
Committee on Rul and A lnistrateye to wl 1 was referred 
solution (S. Res. 45) extend i rl 
ration of the f | res nd t! ( fuel 
United States, havin ( ! t] me, 1 rt favorab! 
with amendments, wie recommenad that Ul sol LION, 
ed, be agreed to. 
is resolution would extend until January 31, 1954, the present 
| v begun in August 1950, into the fuels and fuel pohieies of the 
States. The further need for this extension (inclusive of an 
ed budget) is explained in the followin letter to the ehs rma 
he Committee on Rules and Administration from the chairman 


I 
— 

f 

f 

J 


Committee on Interior an 


WiLLIAM E, JENNER, 
(hairman, Senate Comn iltee on Rules and Ac nis 
Washtnato . I. ¢ 
Dear SENATOR JENNER: On January 23, 1953, I introduced Senate Resolutio: 
extend until January 31, 1954, the authority of the Senate Commit 
rior and Insular Affairs for a study and investigation Fuel 
formulation of a fuel policy for the United States. The resolution was 
nously ordered reported favorably by the Interior and Insular Affairs 


} 


littee on January 29, 1953, and the same day referred to e Rules 


The fuels investigation was initiated by this committee during the 8lst Con- 
gress. Round-table conferences and hearings were held with top representatives 
fuels industries—coal, petroleum, natural gas, et cetera—-as well as with repre- 
tatives of the hydroelectric industry. A monograph of selected materials on 
United States fuel resources was published (S. Doc. 8), which was in great 
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2 STUDY OF FUEL RESERVES AND FORMULATION OF A FUEL POLICy 


» 

demand both in the United States and abroad. The committee also publisheg 
a study prepared for it by the United States Geological Survey, Fuel Resepyeg 
of the United States, and this also was widely distributed. The work of the 
committee in this field has attracted widespread interest, and the com 
of the opinion these studies should continue. 

At this time the committee, among other things, would like to go further 
the question of the production of synthetic liquid fuels, to prevent a 
shortage of petroleum and petroleum products, in the event of any inter 
With our imports. 

The international situation lends impetus to the formulation of a national 
fuels policy for the United States extending not only to its wartime needs, but 
with a view to a broad general policy. It is believed that the studies which yijj 
result from these investigations will amply justify the appropriation of $10,009 
which the resolution provides. 

The balance to the credit of the committee for these investigations on January 
31, 1953, was $3,294.04, making a total under Senate Resolution 45 of $13,294.04, 
Only one additional stenographer has been employed heretofore, and 
fessional work has been carried on by the regular members of the commit 
staff. 

A proposed budget for the investigations authorized by Senate Resolution 


is as follows: 


ittee jg 


nto 
ssible 


iCTente 


Travel and field investigations : $6, 489 
Reporters 3, U0G 
Stenographer ‘ ‘2 3, 805 


Total . 13, 29 
Sincerely yours, 


HuGcu Burier, Chairman, 


The amendments added by the Committee on Rules and Adminis. 
tration to this resolution are perfecting in nature and do not chang 
the objects nor the amount of this inquiry. 


cr 
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AMENDMENT TO THE DEFENSE HOUSING AND 
COMMUNITY FACILITIES AND SERVICES ACT 


Frerruary 18, 1953.—Ordered to be printed 


Mr. MayBank, from the Committee on Banking and Curreney, 
submitted the following 


REPORT 
(To accompany 8. 799] 


The Committee on Banking and Currency, to whom was referred 
the bill (S. 799) to amend the Defense Housing and Community 
Facilities and Services Act of 1951, as amended, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill (S. 799) do pass. 

This bill is a technical amendment to the Defense Housing and 
Community Facilities and Services Act of 1951, as amended. The 
bill simply makes it possible for the Housing and Home Finance 
Agency :o make a loan or grant to a relocated community when its 
former site has been requisitioned by the Atomic Energy Commission. 
Any community falling into this category must be im the further 
classification of being in a critical de fense ‘housing area as defined in 
the Defense Housing and Community Facilities and Services Act of 
1951, as amended. The community must also meet other criteria 
laid down in that act before aid may be extended. 

A new community of this nature, established after housing was 
programed in the critical defense housing area in which it is located, 
finds itself in the position of not being able to finance community 
facilities because of a lack of financial history which is necessary 
before commercial bonding — will underwrite a borrowing 
program. There are certain basic facilities necessary for health and 
safety which must be provided, and certainly the Housmg and Home 
Finance Agency should be able to extend aid to such communities. 
This amendment would make such aid possible. 

At the present time there is only one such community in the United 
States but it is certainly possible, with the great expansion of our 
atomic energy program, that other communities will be so situated, 
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2 AMEND DEFENSE HOUSING AND SERVICES ACT 
Your committee feels that the Housing and Home Finance Avene, 
should be able to aid this present community and any other commu- 


nity so situated in the future. 


CHANGES IN EXISTING LAW 


In: compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (new matter is printed in italics 


Derenset Hovusinc anp Community FAcILITIES AND Services Act or 195]. 
AS AMENDED 


* 
315 
or (4) the provision of community facilities or services necessary 
to the health, safety, o p thlic welfare of the inhabitants of a town or community 
which has been relocated as a result of the acquisition (through eminent domain or 
purchase in lieu thereof) of its former site by or on behalf of the Atomic Energy Com- 


mission for national-defense activities. 
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REMONSTRATING AGAINST THE TREATMENT OF MINOR- 
ITY GROUPS BY RUSSIA AND HER SATELLITES 


FEBRUARY 25, 1953.—Ordered to be printed 


Mr. Witey, from the Committee on Foreign Relations, submitted 
the following 


REPORT 


[To accompany 8. Res. 84] 


The Committee on Foreign Relations, to whom was referred Senate 
Resolution 70 and Senate Resolution 71, each of which condemns 
anti-Semitism in the Soviet Union, having considered the same, 
reports its own Senate Resolution 84 and recommends that it do pass: 


TEXT OF THE RESOLUTION 


Resolved, That it is the sense of the Senate of the United States that the vicious 
and inhuman campaigns conducted by the Soviet Government and its puppet 
governments in satellite states in Europe and Asia against minority groups, such 
as the persecution of Greek Orthodox congregations, the imprisonment of Roman 
Catholic prelates, the harassment of Protestant denominations, the suppression 
of Moslem communities, the persecution and scattering of ethnic groups in Poland, 
in the Ukraine, in the Baltic and Balkan States, and in many other areas under 
Soviet domination, and most recently the increasing persecution of the people of 
the Jewish faith, deserve the strongest condemnation by all peoples who believe 
that spiritual values are the bases of human progress and freedom. 

Resolved further, That the President of the United States is hereby urged to 
take appropriate action to protest, particularly in the General Assembly of the 
United Nations, against these outrages. 


COMMITTEE ACTION 


The committee had before it Senate Resolution 70, introduced 
February 16 by Senator Murray and 21 other Senators, and Senate 
Resolution 71, introduced the same day by Senators Hendrickson, 
Smith of New Jersey, and Ferguson. 

_ Senate Resolution 70 expressed ‘profound shock”’ at reports of anti- 

Semitism in the U. S. S. R. and the “expectation” that the United 

States Government would convey its concern to the Soviet Union, 
26008 
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together with its request that prompt steps be taken to remove || 
cause for fears concerning the future security of Jewish people residing 
in the U.S. S. R. 

Senate Resolution 71 condemned “the vicious and inhuman cam- 
paign being conducted by the Soviet Union and its satellite states 
against members of the Jewish faith” and drew attention to th 
similarity between the anti-Semitic campaigns of communism and 
those of fascism. 

These two resolutions were referred to a subcommittee consisting 
of Senator Taft, chairman, and Senators Knowland, Fulbright, and 
Gillette. The draft resolution agreed to by the subcommittee was 
approved by the full committee with several relatively minor changes 
on February 25 and unanimously ordered reported as an original 
committee resolution. 


THE COMMITTEE RESOLUTION 


The resolution as reported by the committee is broader and strong 
than either of the two resolutions originally introduced. The com- 
mittee resolution fixes responsibility on the Soviet Government and its 
puppet governments in both Europe and Asia. The resolution also 
makes it clear that what is being condemned is the antireligious and 
antiracial bias of the Soviet Government and its satellites, whether 
that bias is directed against Catholics, Protestants, Moslems, Jews, 
or other faiths, or whether it is directed against ethnic groups in 
Kastern Europe, in the Ukraine, or elsewhere. 

Finally, the resolution urges the President to take appropriate action 
to protest against these outrages. It suggests particularly a protest 
in the General Assembly of the United Nations, but it also leaves open 
other channels which may be available to the President. 


INSTANCES OF SOVIET PERSECUTION 


The list of Soviet religious and racial persecutions, both in the 
Soviet Union and in the satellites, is a long one and hardly a day 
passes without grim additions. 

For example, the Orthodox Church, which is the largest in the 
Soviet Union, is supervised and controlled by a State Council on the 
Affairs of the Orthodox Church and is subjected to a constant cam- 
paign of ridicule and harassment. 

The Roman Catholic Church, which is the largest in most of the 
satellites, has seen its prelates imprisoned and in some cases executed 
Its priests have been restricted and interfered with in the routine 
performance of their duties. 

The Baptists, the largest of the Protestant denominations in the 
Soviet Union, have been subjected to a control system similar to 
that set up for the Orthodox Church. Congregations are registered, 
and no pastor can preach to one without a license from the district 
presbyter, who is registered with the Soviet authorities. 

The large Moslem communities in the Central Asiatic republics of 
the Soviet Union have been the target of a Moscow-directed campaign 
which is generally antireligious and specifically anti-Islamic. Whole 
communities of Moslems were transferred eastward at the end of 
World War II, the Mohammedan code of laws and rules of life is not 
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recognized, and in some areas mullahs are not allowed to perform 
marriage ceremonies. 

Communist anti-Semitism has been manifested by the liquidation of 
Yiddish-language printing plants in Moscow, by the recent farcical 
trials in Czechoslovakia, and by the charges of murder against the 
Jewish doctors in Moscow. Anti-Semitism is, of course, no new 
- nomenon in the Soviet system. But these recent manifestations 

t have stirred very deeply the resentment of the American people. 

"The Communist governments, in both the Soviet Union and the 
satellites, have also carried on consistent campaigns of terror and dis- 
ersion against many ethnic groups in Poland, in the Ukraine, in the 
Baltic and Balkan States, and elsewhere. Deportation, imprisonment, 
and mass starvation have been used against some groups on such a 
scale as to suggest that the Communist objective is the destruction 
of the target group itself, 


PRECEDENTS FOR SENATE ACTION 


The committee resolution is entirely in line with many similar 
rsolutions which the Senate or the Congress have adopted in the past 

express disapproval of persecution of minority groups. In the last 
two Congresses, for example, resolutions have been adopted condemn- 
ng the abduction of Greek children by Communist guerrillas, and 
protesting the persecution of Cardinal Mindszenty and of Bishop 
Ordass in Hungary, of Archbishop Stepinac in Yugoslavia, of Protes- 
tant clergymen in Bulgaria, and of Associated Press Correspondent 
William iN. Oatis in Czechoslovakia. 


CONCLUSION 


The committee believes that the proposed resolution accomplished 
the purposes of the two resolutions which were before the committee 
and that it will strengthen the hand of the President in making a 
protest in the United Nations General Assembly or through other 
channels. The committee unanimously recommends that its resolu- 


tion pass, 


O 
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SECOND SUPPLEMENTAL APPROPRIATION BILL, 1953 
FEBRUARY 27, 1953.—Ordered to be printed 


\fr. Bripges, from the Committee on Appropriations, submitted 
the following 


REPORT 
[To accompany H. R. 3053] 


The Committee on Appropriations, to whom was referred the bill 


H. R. 3053) making supplemental appropriations for the fiscal year 
ending June 30, 1958, and for other purposes, report the same to the 
Senate with various amendments and present herewith information 
relative to the changes made. 


Amount of bill as passed House -_- --- $925, 172, 920 


Amount of increase by Senate committee- , 22, 152, 659 


ahs 


Amount of bill as reported to Senate_______- 947, 325, 579 


Total estimates considered by the Senate ___ - 12, 327, 521, 114 
Amount of decrease recommended by Senate 
committee in budget estimates -_- -- 1, 380, 195, 535 


ludes $13,801,524 in supplemental estimates submitted to the Senate subsequent to passage of the bill 
in the House. 
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SECOND SUPPLEMENTAL APPROPRIATION BILL, 1953 
DEPARTMENT OF DEFENSE 


‘otal supplemental budget estimates for the Department of Defense 
ontained in House Document 62 were for $1,200,000,000. For the 
most part, the supplemental requests are caused by the continuation 
of the conflict in Korea and laws passed by the last Congress not 
foreseen When the original 1953 appropriation act was passed. 
Subsequent revisions and reductions of $145,150,000 left a net adjusted 
requirement of $1,054,850,000, not including $1,000,000 required for 
claims and $25,000,000 for retired pay for the Office of the Secretary 
of Defense for which provision was made in the House bill. Of this 
amount the House allowed $1,043,724,000 by transfer among appro- 
priation items. The remaining amount of $11,126,000 for station 
allowances contained in the appropriation “Military personnel” in 
the Department of the Army was not allowed by the House. 

The Senate concurs with the action of the House. 

While the committee realizes that overseas station allowances must 
be continued at the presently established rates until officially changed, 
tis felt that some reductions should be made by the Per Diem 
lravel and Transportation Allowance Committee which will reduce 

estimated requirements during the remainder of the fiscal year. 

\vordingly the committee has not provided the additional amount 
requested for this purpose. 

Certain language changes permitting fiscal vear 1951 unexpended 
funds to remain available during the fiscal vear 1954 for the liquida- 
tion of obligations were recommended by the House and concurred 
n by the Senate committee. 


INCREASES AND LIMITATIONS 


Chapter I—Legislative Branch and Judiciary: 


Senate: 


Payment to the widow of Senator Brien McMahon, of 
Connecticut , bs 
Administrative and clerical assistants to Senators: 

It is recommended by the committee that the 
following language providing an additional allow- 
ance for clerical assistants to each of the two 
Senators from the State of Florida be added to the 
bill: 

The appropriation for salaries of officers and 
employees of the Senate contained in the Legis- 
lative Branch Appropriation Act, 1953, is mad: 
available for the employment of additional cleri- 
cal assistants for each Senator from the State of 
Florida, so that the allowance for administrative 
and clerical assistants for such Senators will be 
equal to that allowed other Senators from States 
having a population of more than three million 
but less than five million, the population of said 
State having exceeded three million inhabitants 
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Chapter I—Legislative Branch and Judiciary—Continued 
Senate—Continued 


Administrative and clerical assistants to Senators— 
Continued : 

It is recommended by the committee that the 
following paragraph granting an additional allow- 
ance for clerical assistants to each of the Senators 
from the State of New Jersey be added to the bill: 

The appropriation for salaries of officers and 
employees of the Senate contained in the Legis- 
lative Branch Appropriation Act, 1953, is 
made available for the employment of additional 
clerical assistants for each Senator from the 
State of New Jersey, so that the allowance for 
administrative and clerical assistants for such 
Senators will be equal to that allowed other 
Senators from States having a population of 
more than five million but less than ten million, 
the population of said State having exceeded five 
million inhabitants. 

Office of the Secretary: 

The committee recommends that the following 
language providing for one camera and sound 
engineer, and one shipping clerk for the Joint 
Recording Facility be added to the bill: 

Office of the Secretary: Effective March 1, 

1953, the appropriation for salaries of officers 
and employees of the Senate contained in the 
Legislative Branch Appropriation Act for the 
fiscal year 1953 is made available for the com- 
pensation of one camera and sound engineer, 
Joint Recording Facility, at the basic rate of 
$4,080 per annum, and one shipping clerk, 
Joint Recording Facility, at the basic rate of 
$1,500 per annum. 
Joint Committee on Printing: 
Salaries a See Brae : 
Joint Committee on Immigration and Nationality 
Policy: 
Salaries and expenses- - - - --- 2 : 14, 000 
Vice President’s automobile _-_ - : aur 980 
Inquiries and investigations 2 é 500, 000 


Total, Senate 528, 035 


House of Representatives: 
Office of the Clerk: 
Joint Recording Facility: 
1 editor and laboratory supervisor at a basic 
rate of $4,020 and 1 script writer and gen- 
eral secretary at a basic rate of $2,500 effec- 
SOG UP DR ion Sho nw be heir - 3, 835 


Architect of the Capitol: 
Capitol Buildings and Grounds: 

Capitol Building - - - -- Serer To Siu 
For constructing brick arches under the 
main entrance portico steps of the Capitol 
Building $2,851 and $800 for closing by means 
of brickwork, plaster, and doors, two large 
arches in outer office of the Secretary of the 

Senate. 
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Chapter I—Legislative Branch and Judiciary—Continued 


Architect of the Capitol—Continued 
Capitol Buildings and Grounds—Continued 
Senate Restaurant_-—_ aioe. std 
To provide improved sanitation in the 
Senate Restaurant, in accordance with rec- 
ommendations made by the District of Co- 
lumbia Health Department at the request of 
the Senate Committee on Rules and Admin- 
istration. 
Senate Office Building ; : . 
To provide $13,000 for new rugs; $40,200 
for air conditioning offices and committee 
rooms and other areas in the basement of the 
Senate Office Building, and $800 for ventila- 
tion in coffee shop kitchen. 


Total, Architect of the Capitol 


Total, legislative branch_ - 


ThejJudiciary: 
Supreme Court of the United States: 
Preparation of rules for civil procedure 


Total, legislative branch and judiciary 


Chapter II1—Department of Justice: 


The committee recommends that the following language 
be included in the bill: 

The Attorney General is hereby authorized to transfer 
from appropriations contained in the Department of 
Justice Appropriation Act, 1953, not to exceed $270,000 
to the appropriation “Fees and expenses of witnesses, 
Justice’, 1953, and not to exceed $600,000 to the appro- 
priation “‘Support of United States prisoners, Federal 
prison system’, 1958. 

The language will provide for the transfer of any avail- 
able unobligated balances in the appropriations of the 
Department to these two appropriations in the amounts 
indicated. This procedure is recommended by the Depart- 
ment in order to provide savings by not appropriating 
additional funds for these purposes. 


Department of Commerce: 
Civil Aeronautics Administration: 


4, 000 

980 
10, 000 
8, 035 


The committee considered a request for $3,250,000 
for the appropriation ‘Establishment of air navigation 
facilities.”” The House allowed $2,500,000. The funds 
were requested to rehabilitate facilities on Wake 
Island. The committee has denied the request for an 
increase over the House bill. In approving an amount 
of $2,500,000, the Department is instructed to revise 
its plans and provide for the air-navigation facilities 
and the necessary community facilities from the funds 
provided. 


Patent Office _ 


The committee recommends a total appropriation of 
$130,000 for the Patent Office to provide for increased 
costs for printing and reproduction at the Government 
Printing Office. Subsequent to action on this bill by 
the House committee, the Patent Office was advised 
by the Public Printer of an increase in prices which 
resulted in the increase of $30,000 being necessary 


11, 500 


602, 621 


30, 000 
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Department of Commerce—Continued 
Bureau of Public Roads: 
Access roads (act of Sept. 7, 1950) - --- -- $10, 000, 009 


The committee considered a budget estimate in 
the amount of $23,000,000 including $8,000,000 
for liquidation of prior year contract authority. 
The House allowed the $8,000,000 in liquidation 
cash on the advice of departmental officials that 
the balance or $15,000,000 new program would be 
reviewed by the new Officials of the Department. 
Subsequent to this review, the Department re- 
quested the committee to restore the entire 
$15,000,000. The committee recommends that an 
additional $10,000,000 be provided. 


Total increases, chapter II ions 10, 030. 00 


Chapter III-Treasury and Post Office: 
Post Office Department: 


Postal operations: 

The committee recommends that $28,000,000 
be added to the current appropriation of $2,150,- 
000,000 for “Postal operations.”’” Such additional 
sum is to be derived by transfer of funds from the 
appropriation ‘‘Transportation of mails.’’ Justifi- 
cations indicated the additional sum is required be- 
cause of the 3.9 percent increase in volume of mail 
than originally estimated, expansion of short-haul 
truck program, and holiday pay, for December 26, 
1952, pursuant to Executive Order 104174 of 
December 6, 1952. 

The committee recommends that the following 
language be inserted in the bill: 


POST OFFICE DEPARTMENT 
(Out of the postal revenues) 
POST1L OPERATIONS 


For an additional amount for ‘Postal opera- 
tions’, $28,000,000, to be derived by transfer 
from the appropriation ‘‘Transportation of 
mails”’, fiscal year 1953. 

Claims: 

The committee recommends that $300,000 be 
added to the current appropriation of $5,800,000 
for “Claims.’”’ Such additional sum is to be de- 
rived by transfer of funds from the appropriation 
“Transportation of miails.’’ Justifications pre- 
sented to the committee showed there had been a 
20-percent increase in volume and 32-percent in- 
crease in the average amount of damage ciaims 
settled by the Department under the Federal Tort 
Claims Act. 

The committee recommends that the following 
language be inserted in the bill: 


CLAIMS 


For an additional amount for ‘Claims’, 
$300,000, to be derived by transfer from the ap- 
propriation ‘Transportation of mails’, fiseal 
year 1953. 
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Chapter 1V— Department of Labor and Federal Security 
Agency: 


100. 009 Department of Labor: 


Bureau of Employment Security: 
Salaries and expenses $80. 000 

The committee recommends an appropria- 
tion of $80,000 for which it had an estimate 
in the amount of $206,000, disallowed in its 
entirety by the House. These additional 
funds were requested for the purpose of per- 
forming its functions under title IV of the 
Veterans’ Readjustment Assistance Act of 
1952, which provides for the payment of un- 
employment compensation to veterans. The 
act provided for the expenditure of any funds 
available under the grant program until such 
time as appropriations are made for this spe- 
cific function. The committee was advised 
that in accordance with this provision of the 
act the Bureau has expended $80,000, and the 
committee has provided this amount in this 
bill in order that the appropriation for grants 
to States may be adjusted, and instructs the 
Bureau to carry out these functions with funds 
presently available for salaries and expenses. 

Grants to States for unemployment compensa- 
tion and employment service administration: 

The committee recommends no change in 
the House allowance, $6,750,000, a reduction 
of $2,000,000 below the estimate of $8,750,000. 
The committee feels that this program has, in 
certain instances, been badly administered 
and urges both the Department and the State 
agencies involved to devote its attentions to 
this problem and make immediate improve- 
nents. 


30, (Hy 


Federal Security Agency: 


Office of Education: 
Salaries and expenses: 

The committee has disallowed the request 
for $259,000, reduced from the budget esti- 
mate for $289,000, as did the House. The 
funds were requested for the purpose of pro- 
viding a staff and other necessary expenses to 
carry out certain functions under title IT of the 
Veterans’ Readjustment Assistance Act of 
1952, which provides education and voca- 
tional assistance to veterans. In disallowing 
this item the committee has requested the 
Bureau of the Budget to review the request 
and to report its findings to the committee as 
soon as possibie. 

School construction 

The committee recommends the following 

new paragraph: 


SCHOOL CONSTRUCTION 


The cmount made available under this 
head in the Federal Security Appropriation 
Act, 1953, for necessary expenses of tech- 
nical services rendered by other agencies, is 
increased from “$750,000” to “$875,000” 
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Chapter I[V— Department of Labor and Federal Security 
Agency—Continued 


Federal Security Agency—Continued 


Office of Education—Continued 
School construction—Continued 

The purpose of this amendment is to 
authorize an increase in the limitation in the 
appropriation for school construction, Office of 
Education, in the Federal Security Appro- 
priation Act of 1953, to cover additional 
expenses of the Housing and Home Finance 
Ageney with respect to technical services 
rendered under Public Law 815. The 
amendment authorizes an increase in the 
limitation of $125,000. This amount will 
permit such services to continue throughout 
fiscal year 1953. 


Social Security Administration: 


Bureau of Old Age and Survivors Insurance, salaries 
and expenses: 
The committee has requested a review of this 
item by the Budget Director with a prompt report 
as to his recommendation. 


National Mediation Board: 


The committee recommends the following new 
paragraphs: 
NationaAL Mepiarion Boarp 


SALARIES AND EXPENSES 


For an additional amount for ‘Salaries and ezx- 
penses’”’, $7,000, to be derived by transfer from the 
appropriation “Salaries and expenses”, National 
Railroad Adjustment Board, fiscal year 1953. 


ARBITRATION AND EMERGENCY BOARDS 


a“ 


For an additional amount for ‘‘Arbitration and 
emergency boards’’, $10,000, to be derived by trans- 
fer from the appropriation “Salaries and expenses’’, 
National Railroad Adjustment Board, fiscal year 
1953. 


NarionaL Rattroap AbdsusTMENT BoarpD 
SALARIES AND EXPENSES 


The amount made available under this head in the 
National Mediation Board Appropriation Act, 
1953, exclusively for compensation and expenses of 
referees is decreased from “$216,000” to “$199,000"’. 

These proposed provisions are necessary to permit 
the agency to maintain mediation services during the 
last quarter of fiscal vear 1953 and to appoint addi- 
tional arbitration boards. The necessary funds for 
these transfers are available in the National Railroad 
Adjustment Board as a result of savings achieved by 
the recent abolition of two supplemental adjustment 
boards. 





1953 
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Chapter V—Department of Agriculture: 
Rural Electrification Administration: 


The committee requests that the following chapter 
be added to the bill: 


CHAPTER V—DEPARTMENT OF 
AGRICULTURE 


Rurat ELecrRiFicaTion ADMINISTRATION 
LOAN AUTHORIZATIONS 


The basic amount authorized by the Department 
of Agriculture Appropriation Act, 1958, to be 
borrowed from the Secretary of the Treasury for the 
rural electrification program is decreased from 
**$50,000,000"’ to ‘$35,000,000, and the basic 
amount authorized by said Act to be borrowed for the 
rural telephone program is increased from “ $25,000,- 
000” to‘ $40,000,000"’. 

The supplemental estimate (S, Doc. No. 24) states 
that funds for new telephone loans for 1953 have been 
exhausted, while funds for electrification loans are in 
excess of the amount needed for carrying out the eur- 
rent year’s planned program. The committee is 
informed that this action will provide a total of 
$50,476,000 in loans for the telephone program. 


Chaper VI—-Department of the Interior: 
Office of the Secretary: 


Research in the utilization of saline water: 

The committee recommends an appropriation 
of $50,000 for his purpose. This is $225,000 less 
than the estimate and the same amount as :1- 
lowed by the House. The amount recommended 
is for contracts and grants with research institu- 
tions, educational institutions and private firms. 


Chapter VII—Independent Offices: 


Executive Office of the President: 


Council of Economic Advisers--_- pia tsk $60, 000 

The amount recommended by the committee is 

to cover salaries and expenses of the Council from 

March 31 to June 30, 1953, in lieu of the House 

action in adding $25,000 to the White House 

Office for an economic adviser and staff. The 

estimate requested $75,000. 
The committee recommends that the following 

paragraph be added to the bill: 


Councit or Economic ADVISERS 
SALARIES AND EXPENSES 


For an additional amount for ‘‘Salaries and 
expenses’, $60,000; and said appropriation 
shall remain available through June 30, 1953. 


~~ 
’ 


v 


Emergency fund for the President, national defense 175, 000 
The increase recommended by the committee 

is to provide a total of $250,000 additional for the 

emergency fund, which is $100,000 below the 


supplemental estimate of $350,000. 


S. Rept. 48, 88-1——-2 
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Chapter VII— Independent Offices—Continued 
Civil Service Commission: 


The committee approves the action of the House in 
providing a transfer of $1,000,000 from ‘International 
information and educational activities’ of the Depart- 
ment of State to the Civil Service Commission for 
expenses necessary to carry out the provisions of 
Executive Order No. 10422, under which certain infor- 
mation concerning United States citizens employed, or 
being considered for employment, is made available to 
the Secretary General of the United Nations and the 
executive heads of other international organizations. 

In this connection, the committee requests that cop- 
ies of the results of such investigations, as well as a re- 
port on the action taken by such international organi- 
zation, be filed with this committee. 


Veterans’ Administration: 


Administration, medical, hospital, and domiciliary 
services: 
The committee has requested a review of this 
item by the Budget Director, with a prompt re- 
port as to his recommendation: 


Total increases, chapter VII_ 


Chapter X—Judgments and authorized claims 13, 230, 033 


Total increase__________- 24, 177, 659 
DECREASES AND LIMITATIONS 


Chapter Il—Department of State: 


International Boundary and Water Commission, 
United States and Mexico____-__-_--_- 1, 000, 000 


The House recommended an appropriation of 
$2,500,000 to provide additional funds to meet con- 
tractors’ earnings on Falcon Dam being constructed on 
the Rio Grande between the United States and 
Mexico. The committee was advised by the Depart- 
ment of State that after a preliminary analysis of the 
projected budgetary position of the Department, it 
would be feasible and appropriate to transfer $1,000,000 
from the appropriation ‘“‘International information and 
educational activities, 1953’’ to the appropriation for 
the construction of this dam. The committee recom- 
mends that this be done which results in a decrease of 
$1,000,000 in the bill. 









SECOND SUPPLEMENTAL APPROPRIATION BILL, 





Chapter VIII Independent Offices: 


Executive Office of the President: 
The White House Office_____________- .________. $25,000 


The decrease recommended by the committee 
conforms to the action recommended in restoring 
$60,000 of the $75,000 estimate to the Council of 
Economic Advisers. 

The committee recommends that the following 
be stricken from the bill: 























THe Wuite House OFrFrice 
SALARIES AND EXPENSES 


For an additional amount for “‘Salaries and 
expenses’’, including employment without re- 
gard to the civil service and classification laws 
of an economic adviser to the President and a 
staff incidental thereto, $25,000. 


Veterans’ Administration: 


Grants to the Republic of the Philippines 1, 000, 000 
The committee recommends that the para- 
graph be stricken from the bill, as follows: 


ef GRANTS TO THE REPUBLIC OF THE PHILIPPINES 
Io, Uf 
on For an additional amount for ‘Grants 
a to the Republic of the Philippines”, 
30, 038 EF $1,000,000. 

The committee has requested a review of the 


77. 659 item by the Budget Director, with a prompt 
report as to his recommendation. 
Total decreases 2, 025, 000 
RECAPITULATION ' . 
10, 000 Total increases by Senate committee_--- 24, 177, 659 


Total decreases by Senate committee— _ 2, 025, 000 

Net imerease.........-.-.-.- gens 22, 152, 659 
Amount of bill as passed House - - - - - - - é-3 . 925, 172, 920 
Ok is elhcss cimtgccncdceags apa ke eed _-. 22,152, 659 


Amount of bill as reported to Senate__-------- 
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LETTER OF TRANSMITTAL 





Unitep States SENATE, 
SeELEcT CoMMITTEE ON SMALL BusINEss, 
March 2, 1968. 
Hon. Ricnoarp M. Nrxon, 
President of the Senate, 
United States Senate, Washington, D. C. 

Dear Mr. Presipent: Transmitted herewith is the Annual Report 
of the Select Committee on Small Business covering its work during 
the second session of the 82d Congress. 

Senator Homer Ferguson, who was not a member of the Senate 
Small Business Committee in the 82d Congress, did not participate 
in the consideration of this report. The report has the unanimous 
approval of all the other members of the committee. 

Respectfully yours, 
Epwarp J. THye, 
Chairman, Select Committee on Small Business. 
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Marcu 2, 1953.—Ordered to be printed 


Mr. Tuyg, from the Select Committee on Small Business, submitted 
the following 


ANNUAL REPORT 


INTRODUCTION 


Strictly from a short-range bookkeeping point of view, 1952 was a 
good year for American small business. The profit-and-loss columns 
of thousands of small companies showed that independent small 
enterprises generally had raced along with the economy as a whole, 
sharing the dollar-and-cent benefits of an upsurge which saw business 
register impressive gains even over the boom levels of recent years. 
On the other hand, the basic small-business problems, as your com- 
mittee well knows, reach far beyond the current profit position. 

Small companies are more vulnerable to the stresses and crippling 
dislocations of a mobilization program than large corporations which 
can more easily overcome these obstacles. During 1952, those handi- 
caps to smallness which are inherent in our industrial mobilization 
program attained sharper outline, became more recognizable, and 
consequently, more susceptible of corrective administrative action. 

At the outset of 1952, material shortages were a major concern to 
your committee, and it spent much of its time considering methods 
and making suggestions to defense agencies to lessen the impact of 
these shortages on small producers. A more skillful administration, 
coupled with a better general supply situation, has removed material 
shortages from the list of critical small-business problems, at least 
for the time being. The materials situation was an exception. Far 
less improvement has been noted in problems resulting from the 
continuing drain of heavy taxes, the unequal distribution of defense 
contracts, a tight money market for small plants needing quick credit, 
and the ever-present encumbrance of bureaucratic red tape. 

In all of these problem areas, your committee carefully observed the 
uphill progress made by the Small Defense Plants Administration, the 
only independent agency of Government devoted exclusively to the 

1 
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preservation of small free enterprises. The necessity of this agency to 
continue its activities in behalf of small business is apparent. SDPA 
has been the salvation of many hard-pressed small-business men and 
should receive all the support required in order to carry out its congres- 
sional mandate. 

Aware that while unnecessary controls are most particularly burden- 
some to small-business men, your committee is of the belief that too 
abrupt and indiscriminate decontrol may also work to the disadvantag 
of small operators. It should not be forgotten that it took 6 mon ths 
from the outbreak of hostilities in Korea before a control program o1 
materials was inaugurated and it took another 12 months befor 
became effective. During this period, independent small ithines 
suffered. This lesson clearly underscores the fact that events may 
require the reimposition of material controls.! 

In foreign trade, small business had a good year. As a result of the 
Sparkman small business amendment? to the Mutual Security Act, 
there was acceleration in the number of small firms selling abroad. It 
was estimated by MSA officials that 25 percent of the firms doing 
business under MSA in Europe had never participated in the export 
market before. Nearly all of these companies were small. The con- 
tact clearinghouse of MSA had marked success in assisting European 
and American firms to exchange know-how and to make investment 
or licensing agreements. 

Your committee has been instrumental through its investigativ: 
activities in effecting considerable savings to the Government ani 
the taxpayers. Although many of these savings cannot be measur 
precisely, they are demonstrable. In the field of military procure- 
ment, for e xample, your committee’s investigations and recommenda- 
tions with respect to bid procedures * have enabled many small firms 
to participate in defense production. This new competition for 
military contracts has unquestionably resulted in lower prices on 
military purchases. Likewise, your committee’s inquiry into machine- 
tool shortages * has contributed substantially to the recovery of 
almost 4 million dollars’ worth of idle and vitally needed machiné 
tools which were repossessed from educational institutions by execu- 
tive agencies during the past year and made available to manufac- 
turers to speed the rearmament program. 

Other savings and recoveries growing out of the activities of your 
committee can be fixed with greater precision. For example, during 
1952 the Office of Price Stabilization recovered $1,011,000 from a stee! 
company in overcharges and penalties and filed a complaint against 
Detroit steel dealer to recover $180,000 on price violations. Both 
actions resulted directly from information first developed during hear- 
ings and investigations on the gray market in steel ° conducted by your 
committee. In other instances the Government recovered $227 ,()()() 
from a nickel importer, and the Justice Department filed an action 
to recover $198,000 from persons charging over-the-ceiling prices on 
nickel. Both of these accomplishments were outgrowths of your 
committee’s investigation of the nickel gray market.® 

1 John E. Horne, SDPA Administrator, stated to Defense Mobilization Director Henry H. Fowler 
letter dated January 9, 1953: ‘‘On the whole, it ismy opinion that complete decontrol would work a ha: 
on a greater number (of small firms) than it could possibly help.” 

2 Sec. 538, Public Law 400, 82d Cong., 2d sess 

3S. Rept. 2070, 82d Cong., 2d sess. 

4S. Rept. 1988, 82d Cong., 2d sess 


5S. Rept. 1141, 82d Cong., 2d sess 
*S. Rept. 785, 82d Cong., Ist sess. 
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Your committee received many communications from small retailers 
who stated that the passage of fair-trade legislation by the 82d 
Congress has had a stabilizing effect on their business and is he ‘Iping 
them to compete on more nearly equal terms with their large competi- 
tors. Great interest has also been expressed in a study started by 
your committee on the effect on small automobile-tire dealers and 
distributors of the practice of supplying new cars with the fifth or 
spare tire as original equipment. 

An accurate barometer of the state of small business is provided by 
the visits of individual small-business men to the offices of your com- 
mittee to discuss their immediate problems. The case work resulting 
from these many daily contacts provides your committee with an 
invaluable means of determining the most pressing problem areas 
confronting the small enterpriser. Once again, significant = ‘velop- 
ments during 1952 confirmed your committee’s belief that Govern- 
ment itself often tends to exercise a restrictive influence on small 
companies. This condition is especially evident in the case of the 
small-business man with a new idea or product to introduce. The 
empathic reaction of executive agencies with broad regulatory powers 
to the problems and philosophies of the dominant elements of the 
industries within their jurisdictions places an impost on small enter- 
prises which not only retards their normal progress but often threatens 
their survival. The attitude of the Civil Aeronautics Board toward 
the independent coach airlines is a case aptly in point. Your com- 
mittee can see much profit in a thorough study of the extent to which 
small-business men are forestalled from placing the products of their 
inventiveness on the market by Government indifference or animus. 

Your committee feels that it would be folly to relax its vigilance just 
because the small-business community has enjoved a good year. The 
long-range prospects of independent small business do not warrant 
unlimited optimism. As our national industrial life has expanded, it 
has become correspondingly more complex. Managerial techniques 
have become so developed that the small-business man often finds he is 
pitting his talents against larger rivals who confront him with an array 
of highly skilled e xperts in the fields of tax law, research and develop- 
ment, modern sales promotion, financing, personnel practices, and 
many other specialized fields of business administration. In addition, 
the recent commercial climate has tended to foster an increase in 
monopolistic pressures such as the denial of supplies, price squeezes, 
price discrimination, and other predatory trade practices. Your com- 
mittee believes that these restrictions of opportunity to compete pose 
— real long-term threat to our small-business community. Success- 

ully to meet the challenges of the future, our national business estab- 
is hment must expand horizontally in order to provide the entire 
economic structure with the broadest possible foundation consisting 
of a constant influx of new and thriving small enterprises. 

Inits report for the year 1951, your committee had occasion to state: 

It is not enough merely to maintain competitive balance among existing forms 

ndeavor. Circumstances must be favorable for the dynamics of innovation, 
.e birth and growth of new enterprises without which the upsurging life forces 
f our economy surely will wither.’ 
Since then the daily experiences of your committee with the problems 
of small-business men have strengthened and reaffirmed that basic 
conviction. 


7S. Rept. 1068, 82d Cong., 2d sess., at p. 23. 
30308—53. 2 





PART 1. MATERIAL SHORTAGES 


While the gains made during 1952 in relieving the acute materia] 
shortages existing in 1952 were not so great as had been expected 
they were nonetheless considerable. Greater gains would have been 
made if there had not been an acute power shortage affecting the 
production of aluminum and a serious 58-day steel strike. Barring 
similar or other unforseen circumstances, all indications to your com- 
mittee are that these basic metals will be in much freer supply during 
1953. 

Each day during 1951 brought a tightening of the materials short- 
age “pinch” and a waning of the prospects of survival for many 
small-business men. Progressively, 1952 brought limited relief 
Indeed, 1953 may find small-business men thinking of how to expan 
their businesses and how to meet the problems of where to sell their 
products rather than how to secure materials with which to manu- 
facture them. A leveling off of the military-production program and 
a continuing rise in the productive capacity of the economy appear 
to your committee to justify such thoughts, 


STEEL 
With even smaller supplies of steel available in 1952 than in 1950, 
or 1951, civilian demands and the requirements of the military pro- 


gram still had to be met. This led to conditions of extreme short 
supply during the last 4 months of 1952 and necessitated allocation 
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levels which represented approximately 50 percent of the base period 
(January-June 1950) levels of consumption. Many small steel fab- 
ricators told your committee that this forced an operating rate ap- 
proximately as low as any which had yet been experienced since the 
inception of the controlled materials plan. 

The steel outlook for 1953 is, barring shutdown of the mills, much 
brighter. Capacity of 100 million ingot tons at the time of Korea 


rial now stands at approximately 116 million. Some of the largest facili- 
led, # ties being erected under the expansion effort will come into production 
een before next summer, and it is estimated that the goal of 123 million 
the tons will be reached by the end of 1953. 

‘Ing 

m- ALUMINUM 

‘ing 


Notwithstanding the Northwest power shortage and the fact that 


ort. substantial production was lost because of a fire at one of the major 
any —— producing plants, the aluminum supply position improved during 
lief the course of the year. At the beginning of 1952, the general level 
und of allocations of aluminum under the controlled materials plan for 
leir less essential uses (substantially small business) was at approximately 
nu- 35 percent. In spite of the difficulties discussed above, the alloca- 
und tions had reached a level of approximately 55 percent of base period 
ear consumption by these areas of the industry by the end of 1952. 


The expansion projects now under way will raise primary aluminum 
capacity from the level of 750,000 tons in June 1950, to more than 
1.5 million tons by mid-1954. This increase in production is certain 


to bring additional relief during 1953 to small users but the extent of 
50, the relief depends upon the amount that the Government finds neces- 
r0- sary to stockpile during the year. 
ort Karly in 1952 aluminum storm-window fabricators complained to 
100 your committee that serious injury was being done to their competitive 


position by companies that were wholly disregarding the regulations 
limiting the use of aluminum. 
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Cognizant of the injury that might be inflicted upon the many small 
fabricators in this field, your committee conducted a preliminary 
inquiry to determine if the charges were true. The books of 1( 
storm-window manufacturers suspected of violation were checked hy 
your committee and 9 out of the 10 were found to have used substan- 
tially more aluminum than had been allotted to them by the Nationa] 
Production Authority. 

Public hearings were held on this question and it was disclosed that 
the NPA had begun aggressive action in this field to insure compliance 
with the regulations. During the course of the year the NPA issued 
charging letters against 29 aluminum fabricating companies in their 
efforts to insure full compliance. Public disclosure by your com- 
mittee, the actions of the NPA, and the fact that more material 
became available to a great extent minimized this problem. 


COPPER 


The report of your committee for 1951 stated: 


The outlook for a substantial increase in the supply of copper in 1952 is bleak. 
It is sage that there will be only a modest increase in domestic mine pro- 
duction. While there is some hope that foreign ores and metal may be imported 
in greater quantities in 1952 than in 1951, the tremendous combined military and 
civilian demand for copper products is expected to continue throughout the year, 
thus resulting in a continued severe shortage of copper.! 

Unfortunately the prediction made by your committee was an 
accurate one. During the year there were months in which no 
additions to the stockpile were made, but instead withdrawals for 
industrial use were authorized. 

While the allocation levels gradually improved, as a result of the 
action mentioned above, the allocation levels to the areas of industry 
in which there are substantial small-business elements and which 
occupy a less favorable allocation position because of stated less 
essential uses, never exceeded 55 percent of base period. 
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[he outlook for copper in 1953 is dependent upon such indetermi- 
nate factors as duration of price controls, the amount set aside for 
stockpiling, the production level for defense, and the European 
demand, The supply situation with respect to copper is certainly 
not as encouraging insofar as 1953 is concerned, although considerable 
relief can be expected in 1954. 


ALLOYING METALS 


While significant gains have been made in the levels of supply of 
nickel, tungsten, molybdenum, and cobalt, there is little reason to 
expect any substantial increase in the supply during 1953, with the 
possible exception of molybdenum. The reduction of both military 
and commercial requirements for these alloying metals through 
research and design changes has done more to alleviate the shortage 
than any increase 1n the supply available. However, these accomplish- 
ments and gains are being offset by the rapidity with which our 
technology in military equipment is moving toward higher speeds, 
higher temperatures, and greater forces, which in combination result 
in constantly growing requirements for stronger, lighter, more heat- 
resistant alloys. 


SPECIAL AIDS FOR SMALL BUSINESS DURING THE PERIOD OF SHORTAGE OF 
ESSENTIAL MATERIALS 


Numerous steps have been taken by the Government to assist 
small business concerns during this period of short supply of essential 
materials. Many of these were recommended to the agency concerned 
by your committee. 

The aggressive actions taken by the Small Defense Plants Adminis- 
tration on behalf of small business during this emergency period have 
been of a great deal of assistance and justify the conviction of your 
committee that such an agency was necessary. These actions are 
discussed in detail elsewhere in this report. 

Orders issued by the National Production Authority beginning in 
November 1950 directed the flow of a certain percentage of steel, 
aluminum, and copper from mills to warehouses, thus assisting small 
manufacturers to obtain these materials from their customary sources 
of supply. While a considerable gray market did arise, particularly in 
steel, these orders undoubtedly prevented it from getting completely 
out of hand. 

As recommended by your committee, the small business hardship 
reserve was established by the NPA with the advice and cooperation 
of the SDPA. This reserve provided material assistance to many 
small manufacturers who were faced with failure or prolonged shut- 
downs because of low allotments of controlled materials and inability 
to obtain defense work. 

The paperwork required to secure allotments of controlled materials 
has been, since the inception of the program, a considerable expense 
and inconvenience to small business firms not having the necessary 
clerical personnel to perform this function. 

Real strides in removing these burdensome tasks were made by 
the NPA during the course of the last year. Firms requiring material 
allotments not in excess of certain quantities were relieved of the 
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necessity of filing allotment applications and consequently secured 
considerable freedom of action. 

In addition, NPA recently instituted a system of automatic allot- 
ments which permits many firms previously required to file allotment 
applications to self-authorize their requirements for greatly increased 
quantities of materials without filing formal applications. 

The beneficial result of these two actions is exemplified in the de- 
crease in the number of allotment applications filed with the National 
Production Authority. The number has decreased from over 51,000 
each quarter to less than 13,000. The great majority of those no 
longer required to file applications are small business concerns. 





PART 2. MILITARY PROCUREMENT 


Since the outbreak of the war in Korea in June 1950, the Senate 
Small Business Committee has emphasized the need for placing 
increasing numbers of defense contracts with small business. It was 
apparent “that such action was necessary at the time of the Korean 
incident to speed the defense buildup. It was especially necessary if 
small concerns were to weather the resulting cutbacks in the produc- 
tion of civilian goods and the growing shortages of materials. Al- 
though the materials situation improved i in 1952 , small business was 
still hard pressed to hold its own in a period of semimobilization. 
Your committee therefore continued its efforts in 1952 to increase small 
business participation in military procurement. 


HEARINGS ON MILITARY PROCUREMENT 


During the past year the committee received numerous complaints 
from small-business men relating either to difficulties encountered in 
attempting to obtain defense contracts or to obstacles confronting 
them in producing defense goods. The small business representatives 
stated that they were having difficulty in getting on bid lists and in 
obtaining invitations to bid and specifications, that their low bids 
were being rejected for seemingly trivial and inconsequential reasons, 
and that the military departments were difficult to do business with 
once a small company succeeded in getting an award. 

Several of these problems were explored during hearings held by 
your committee during April and May 1952. The hearings resulted 
in a number of salutary changes in procurement procedures and 
practices within the Department ‘of Defense. For example, as a result 
of the testimony of a small manufacturer who alleged favoritism in 
buying procedures at Wright Field! and following a preliminary 
investigation by the staff of the committee, a buyer at that installation 
was reassigned and 2 other officers were reprimanded. Charges that 
the Air Force was discriminating against small business by asking for 
items by brand name “‘or equal’ ? were answered by changes in Air 
Force buying procedures which should greatly restrict the number of 
such procurements in the future. Likewise, charges that Army 
Ordnance was disqualifying the bids of small companies for superfic ial 
reasons brought about amendments of Army procedures in this area.’ 

In the course of its hearings on military procurement your committee 
received reports from the directors of the offices of small business in the 
Department of Defense and other military personnel directly con- 
cerned with the implementation of the military small business pro- 
grams. In a report on its findings filed in the Senate in July, your 
committee stated: 

The people responsible for the implementation of the small-business policies 
enunciated by Congress and by the Department of Defense appear to have a 
sincere desire to expand the participation of small business in defense procurement. 
In their testimony before your committee they demonstrated in most instances a 


genuine small-business outlook and a practical regard for the problems of small 
business.‘ 

eee ERED 

Hearings on small business participation in military procurement before the Subco minittee on Mobili- 
nand Procurement of the Senate Select Committee on Smal! Business, April 29, 1952, pp. 101-104 

Id. pp. 20-58. 

Supra, note 1, pp. 22-23 et seq. 

‘ Participation of Small Business in Military Procurement, §. Rept. No. 2070, 824 Cong., 2d sess. 
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Your committee noted, however, that the top-level people adminis. 
tering the military small-business programs appeared to lack reg 
authority and recommended that they be raised in rank. The heads 
of the military de ‘partments subsequently assured your committe 
that the directors of their small-business offices could and would giv; 
effective direction to the military small-business programs in their 
present capacities and that steps would be taken to insure their 
freedom of action and expression within the present administrative 
framework. Your committee intends to follow this aspect of mili- 
tary procurement closely during the coming year to assure itself that 
small-business policies of the Department of Defense maintain their 
proper perspective within that agency. 


STATISTICS ON AWARDS TO SMALL BUSINESS 


In the judgment of your committee, the best evidence of the success 
or failure of the small-business programs of the Department of De- 
fense is contained in the Munitions Board reports on the dollar volum 
of defense contracts awarded to small business. Through the clos: 
of fiscal 1952, the record was poor. Statistics indicated that the per- 
centage of dollars going to small business declined steadily from a 


high of 24.5 in the year ending June 1950 to 13.5 in June 1952. The 


latter figure was the lowest for any month save one since Korea. On 


total dollar expenditures by the Department of Defense on prime 


contracts since Korea, small business has received only 19 percent 
(See table 1.) 


TaBLe 1.—Military prime contracts with business firms (purchasing office 
continental United States) July 1950-August 1952 


{Amounts in millions] 


Contracts with Contracts wit! 
small firms | small f 


| —_—s 
Period Total 3 Period | Total | 
| : | 
Amount = | | Amount 
| | 


July 1950-August November...........-| $2,074 | $544 
1952 ----- |$73, 370 | $13,953 | 19.0 December | 3,188 | 


Fiscal year 1951 30, 785 6,436 | 20.9 9, 468 1, 57 


July-September 1950 --| 3,066 576 18.8 NOT. vanities tt Send 
October-December 1950_..| 3, 708 879 | 23.7 February -. _... cont eet 
January-March 1951. __- 9,486 | 2,014] 21.2 Bate... cet cue 3, 003 
April-June pega 14, 525 2,967 | 2 = 
| April-June 1952__.......--| 17, 248 2, 657 
Fiscal year 1952 41. 233 , 06 , |—-—_| —— 
j= ee April ace | 2,067 | 491 
July-September 1951 6, 960 , 288 .§ BOOT. cad ganda ---| 3,022 520 
aoe — —' June ; 5 | 12,159 | 1,646 
July : ; 2, 946 2 
August 2, 180 7 Fiscal year 1953: 
September 1 July-August 1952 


October-December 1951 7, 557 ; , 5 2| 20.5 July 


- August 
October sinahewthed 2, 298 





Source: Munitions Board. 


§ As of March 1952, small business had received 20 percent of the prime contract dollars. In S. Rept 
2070, 821 Cong., 2d sess., p. 33, your committee noted: ‘Small business concerns handle nearly 
ofall the manufacturing vol'ume in the United Sta tes. They employ 55 nercent of all manufacturing lst 
and comprise 9& percent of all the manufscturing establishments in thecountry. A segment ofthe ecor 
as substantial as this shoul 1 certainly be capable of producing more than one-fifth of the dolar valu: 
military prime contracts.’ 
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Your committee considered it significant that small business received 
onlv 13.5 percent of the prime contract dollars in June 1952, when the 
Department of Defense spent $12.2 billion, nearly 30 percent of its 
expenditures for the year and almost 4 times the amount spent in any 
other month in 1952. Experience has shown that the last-month 
rush of buying by the military at the end of each fiscal year invariably 
results in a decrease in small-business participation in awards. From 
time to time the military has been urged to schedule its purchasing 
more evenly over the year in order to avoid such results. The an- 
nouncement by the Department of Defense that it would schedule its 
procurements quarterly beginning with fiscal 1953 promised more 
time for the orderly implementation of small-business policies. But 
the data on procurements for the first quarter of fiscal 1953, the latest 
available, are extremely disappointing. 

The $3 billion spent by the military in July, August, and 
September, 1952, represents only 44 percent of the amount spent in 
the same period of 1951. It is apparent that the Department of 
Defense must accelerate its procurement program rapidly in the 
coming months if it is to avoid another year-end rush with another 
resultant decrease in awards to small business. 

The statistics for July, August, and September, 1952, reflect that 
small business received 24.2 percent of the dollars in those 3 months. 
This is the highest quarterly percentage reported since Korea. The 
committee would like to feel that this figure is indicative of substantial 
gains for small business, but the low dollar amounts make such a 
conclusion untenable. It is hoped, however, that the latest report is 
at least indicative of a trend. 

During the past year your committee has been particularly inter- 
ested in the efforts of the military departments to award to small 
business the maximum number of procurements suitable for per- 
formanee by small business. Statistics for the first 6 months of 
1952, the latest available for all 3 departments, reflect that 25.7 
percent dollarwise of the prime contracts were deemed potentially 
suitable for small business and that 61.8 percent of the suitable 
contracts actually went to small business. The Air Force has done 
a particularly commendable job in this area. Its statistics for the 
first 4 months of fiscal 1953 indicate that small business received 90 
percent of the Air Force contracts suitable for small business. The 
committee feels that the military departments might well concen- 
trate even greater attention on these types of awards during the 
coming year. As in the past, however, your committee feels obliged 
to caution the military against arbitrarily eliminating small business 
from consideration on any type of procurement. Unless pursued 
intelligently, the program to channel suitable procurements to small 
business might deny to many the opportunity to participate in 
procurements normally not considered capable of performance by 
small business. 


FIELD SURVEY OF MILITARY SMALL-BUSINESS PROGRAMS 


Your committee conducted an on-the-spot survey of the small- 
business programs of the Department of Defense during the last 4 
months of 1952. Representatives of vour committee traveled 13,000 
miles and visited 25 cities from New York to California. Conferences 


30308—53——_3 
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were held with procurement directors and small-business specialist. 
in 22 of the country’s largest military purchasing centers. On 
purpose of the survey was to study the operations of the small. 
business programs of the Department of Defense at the field level jy 
order that the committee might be better equipped to evaluate thy 
programs and to make suggestions and recommendations for improye- 
ment. An equally important purpose of the survey was to gathe 
information which might be of benefit to small-business men seeking 
the assistance of the committee. 

It was found generally that the small-business policies enunciated 
by the Congress are being implemented at the field level by the mili- 
tary. <A number of troublesome matters are receiving further study 
and attention by the committee. Among these is the joint-determina- 
tion program under section 714 ( (f) (2) of the Defense Production Ac 
of 1950, as amended, whereby the Department of Defense and thy 
Small Defense Plants Administration are to earmark procurements 
exclusively for small business. The implementation of the basic 
agreements between SDPA and the military by some of the technica! 
services has left much to be desired. The implementing directiv: 
originally issued by the Quartermaster, for example, excluded from 
the joint-determination program ‘purchases in interest of national 
defense or industrial mobilization.”” In the view of your committee, 
such a directive meets neither the letter nor the spirit of the congres- 
sional mandate and only serves to frustrate a program designed to 
increase small-business participation in military procurement. 

During the course of the survey the committee representatives 
visited the headquarters of 26 of the Nation’s largest military prime 
contractors. Recognizing the fact that small concerns can and do 
play a vital part in defense procurement as subcontractors, the com- 
mittee sought the suggestions and recommendations of the large 
prime contractors which might prove helpful to,small concerns inter- 
ested in subcontracting. The committee also enlisted the coopera- 
tion of the prime contractors in developing statistics indicating the 
extent to which small concerns are now participating in their pro- 
grams. A separate report on this phase of the committee’s survey 
will be submitted to the Senate presently. 


DEFENSE PRODUCTION POOLS 


Since Korea, your committee has closely observed the vicissitudes of 
small-plant owners who have taken the time and gone to the great 
trouble of forming duly certified defense-production pools under sec- 
tion 708-2 A, Defense Production Act, 1950. Throughout World War 
II, some 2 250 groups of small-plant facilities handled $600 million in 
war contracts. During the current mobilization period, however, not 
only have a mere handful of pools failed conspicuously in their efforts 
to do business with the military, but it would seem that bureaucratic 
inventiveness has placed every possible impediment in the way of 
small producers wishing to comply with the Government’s require- 
ments for certification.' 

Although the certification procedures have now been simplified, the 
fact remains that to date only 22 groups of producers have been suc- 
cessful in securing official approval of their pool status. It is more 
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official clearance discouraged many small-business men from even 
attempting to get a pool into operation. 

Even more disheartening has been the mere trickle of war work 
which has flowed to pools. During the present limited mobilization 
period, pool managers simply have not been able to overcome the 
reluctance of procurement officials to deal with combinations of small 
plants. As of December 31, 1952, only 3 pools of the 22 had received 
prime contracts. The value of these contracts totaled $4,200,000. 

Your committee recognizes that the production-pooling programs 
has been a complete failure. To improve this situation, your com- 
mittee suggests that the Small Defense Plants Administration intensify 
its present efforts to work out an active program with the armed 
services procurement agencies whereby special efforts shall be made 

help pools to participate in defense work. In addition, prime 
contractors should be made more aware of the availability of pooled 
facilities as subcontracting sources. 


than mere conjecture that the months originally required to obtain 


THE OUTLOOK FOR 1953 


The present state of the economy indicates that small business will 
continue to meet obstacles in the coming year. The dislocations in- 
herent in a period of semimobilization will continue to plague countless 
small concerns. They will still be seeking defense contracts in great 
numbers in order to keep their plants in operation. With the military 
budget at a record high in fiscal 1953, it is apparent that the Depart- 
ment of Defense is in a position to assist to a great degree in assuring 


the continued health of America’s small businesses. Aggressive im- 
plementation of the small-business programs of the De} ‘partment of 
Defense should assure their increased participation in military 
procurement. 

It is apparent to your committee that such an increase is mandatory 
Innumerable small concerns now serving as subcontractors on defense 
programs face certain cutbacks in orders in the coming months. Many 
large military prime contractors have advised your committee that 
they can now see the end of their own defense work. Many of the 
big contracts placed shortly after Korea are now nearing completion. 
The small subcontractors will be the first to feel the cutbacks and your 
committee anticipates a growing number of problems in this area in 
the coming months. It therefore becomes ine reasingly more impor- 
tant to channel prime contracts to small concerns. 

Other areas of the military procurement program will demand and 
receive the aggressive attention of your committee in 1953. The 
matter of losses on fixed-price contracts is discussed in the next section 
of this report. Other matters of similar import include contract 
terminations and the procurement of proprietary items. The com- 
mittee will continue to exert its effort in these and other areas to the 
end that small business shall receive its fair share of defense contracts 
as the Congress intended. 





PART 3. LOSSES ON FIXED-PRICE DEFENSE CONTRACTS 


One of the most vexing situations to come to the attention of you 
committee during the past vear was that relating to the adminisira- 
tion of Public Law 921, 81st Congress, by the Department of Defens, 
The law had a dual purpose, to protect ‘Inilitary sources of supply by 
keeping defense suppliers in business and to afford relief to business¢ 
suffering heavy losses on fixed-price contracts. It was enacted | 
January 1951, largely at the behest of the military who stated tha 
spiraling prices and the growing scarcity of materials were forcing 
many small contractors into bankruptcy. 

Late in 1951 your committee began to receive appeals for assistanc 
from several small concerns which appeared to qualify for relief unde: 
Public Law 921. They stated that they had received fixed-pric 
military contracts shortly before Korea and that they were now eithe: 
bankrupt or about to default their contracts and close their doors 
because of insurmountable financial difficulties. At hearings on th: 
problem held in February 1952, the committee learned that “the prin- 
cipal difficulty stemmed from restrictive regulations promulgated by 
the Department of Defense. 

Public Law 921 amended and extended title IL of the First War 
powers Act, 1941.'. That act authorized the President to extend 
authority to amend contracts to agencies of the executive branch 
whenever he deemed that such action would “facilitate the national 
defense.”” The President extended the authority to the Department 
of Defense,’ stating that the broad powers of the law might be used 
by that agency whenever “the national defense will be the reby facili- 
tated.”” An implementing regulation * approved by the Deputy 
Secretary of Defense on February 21, 1951, provided for three broad 
types of relief, namely amendment without consider ation, correction 
of mistakes and formalization of commitments. The first type. 
amendment without consideration, was the most important since it 
was the provision supposedly designed to assist small concerns seeking 
relief from losses growing solely out of dislocations in the economy. 
But the joint reculation. “provided that an amendment without con- 
sideration might be granted only to a contractor ‘whose continued 
operation as a source of supply is found to be essential to the national! 
defense * * *.” [Italics supplied.] 

Testimony of small manufacturers at the committee hearings dis- 
closed that they had all floundered on the essentiality test. The 
president of the American Awning & Canvas Co., of Springfield, Mass 
testified that his company had produced 117 different items for the 
military during World War II without a single default and that it had 
received several commendations for its work. When Korea came, 
the Quartermaster sent representatives to the company’s plant to 
study its operations for use elsewhere, and the company, at the 

150 U.S. C., app., see. 611 
2? Executive Order 10210, 16 F. R. 1049 
316 F. R. 2623. 
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request of the Army, sent some of its personnel to other plants partly 
at its own expense, to instruct others in manufacturing canvas items 
for the Quartermaster. Meanwhile, however, in late 1950, the com- 
pany began to run into difficulty on two Quartermaster contracts 

‘field packs awarded just be fore Korea. Caught in the web of 
rising prices and growing scarcities, the company lost $154,000 on 
contracts Valued at $210,000. The company was denied relief under 
Publie Law 921 because at the time it applied for relief it was no longer 
“essential.”” There were other suppliers who could fill the needs of 
the Quartermaster, thanks to the insteuction they had received from 
{merican Awning. 

In its report * on Public Law 921 your committee concluded that 
the Department of Defense had “erred badly” in its administration 
of Public Law 921 and called on the agency on April 15 to amend its 
regulations in order to bring them into conformity with the clear 
intent of Congress in enacting the law. The Committee on Govern- 
ment Operations, which had managed the legislation of Public Law 
921, subsequently recommended favorably a bill® to extend title I 
powers until June 30, 1953. But in doing so that committee endorsed 
the conelusions of the Senate Small Business Committee and stated 
that relief should be granted in cases of extreme hardship ‘as was 

itended under the original act.’”’® The bill extending title I] powers 
passed the Senate on May 12. Members of your committee did not 
interpose any objection to the extension of title II without amendment 
since it was felt that the report of your committee and that of the 
Committee on Government Operations had presented persuasive 
evidence of the need for a change in the military regulations. In 
addition, it was the consensus of your committee that there was no 
need for new legislation to bring the administration of the law into 
line with congressional intent and that a simple change in the regula- 
tions would achieve this end. 

On June 6, 1952, in the closing days of the 82d Congress and nearly 
2 months after the filing of the report of the Senate Small Business 
Committee, the Department of Defense advised the committee in sub- 
stance that the agency did not feel justified in amending its regulations 
without new legislation. At this juncture, S. 2421 was being con- 
sidered by a subcommittee of the House Judiciary Committee. In 
view of the stand taken by the military, spokesmen for the Small 
Defense Plants Administration appeared before the House subcom- 
Iittee to urge an amendment of the substantive law which would 
achieve the objectives outlined in the report of the Senate Small 
Business Committee. The House subcommittee heard testimony on 
Ss. 2421 on June 20 and 23 but, approved S. 2421 without amendment.’ 

There was a general feeling among members of your committee that 
>. 2421 would not have passed the Senate without amendment if the 
Department of Defense stand on the matter had been known before 
the Senate considered the bill. Those interested in the problem felt 
also that the rush of other legislative work during the closing days of 
the 82d Congress made it difficult to afford it due attention and study. 
‘The Administration of Public Law 921, 8Ist Cong., by the Department of Defense and Its Impact on 
1all Manufacturers and Fabricators Suffering Hardships Under Fixed-Price Defense Contracts, 8. Rept. 
159, 82d Cong., 2d sess. 
5S, 2421, 82d Cong., 2d sess. 

8 Rept. 1498, 82d c ong., 2d sess. 


S. 2421 passed the House on June 26 and became Public Law 426, 82d Cong., 2d sess., upon approval by 
¢ President on June 30, 1952. 
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Amendment of 8S. 2421 on the House side would have necessitated 
resubmission of the bill to the Senate. There was a real danger tha: 
delay in the approval of S. 2421 as passed by the Senate would hay, 
meant the denial of authority to the military to amend fixed-pric, 
contracts under regulations that were not under dispute; namely 
those relating to correction of mistakes and formalization of commit 
ments. 

It is regrettable that the committee’s study of the administration 0: 
Public Law 921 reached this impasse. Since the conclusion of you 
committee’s hearings several small concerns, including the American 
Awning & Canvas Co., have had to go out of business following thei 
failure to obtain relief under the law. Your committee intends to giy 
this matter priority in the 83d Congress. Various suggestions fo 
amendment of the substantive law will be studied with a view to afford- 
ing relief to smali firms suffering heavy losses under fixed-price defens: 
contracts as the Congress intended in its approval of Public Law 92) 





PART 4. MACHINE TOOLS 


Among the numerous studies and investigations relating to the 
manifold problems of small-business men which your committee has 
conducted, undoubtedly the most significant for small manufacturers 
was the Senate Small Business Committee survey on the machine- 
tool shortage. In common with many such studies, this analysis 
was prompted by a heavy volume of complaints to your committee 
from small- and medium-size manufacturers. These left no doubt in 
the mind of your committee that inability to obtain machine tools 
needed to cut and shape metals was a primary reason why small 
plants were failing to secure an adequate amount of defense prime 
contracts. The evils of this problem were compounded by reason 
that large defense contractors, themselves greatly handicapped by the 
lack of machine tools, were forced to curtail their amount of sub- 
contracting to small concerns. 

In 12 days of public hearings, your Subcommittee on Mobilization 
and Procurement heard valuable testimony from more than 40 repre- 
sentatives of Government, the machine-tool industry, and small 
nanufacturers on why, nearly 2 years after Korea, the proper steps 
had not been taken to break the machine-tool bottleneck. The 
weumulation of facts thus gained forced your committee to the con- 
clusion that the dearth of machine tools was avoidable and stemmed 
from hopelessly unrealistic programing and gross mismanagement of 
the machine-tool program from the very start of our industrial mo- 
hilization effort. 

The first mistake was the helter-skelter liquidation of surplus 
machine tools following World War II which found the tool builders 
in the “famine” phase of their industry’s historic “feast or famine’’ 
cycle and unable to meet the post-Korean demands upon their 
resources without expeditious help from Washington—which was not 
forthcoming. Your committee believes that failure to give price 
relief and priority assistance to machine-tool builders in the period 
from the Korean outbreak until August of 1951 was a major mistake. 
In this same category falls the failure of the De partment of Defense 
to draw up a master preference list on defense contracts until January 
1952. Your committee was therefore gratified to observe that at the 
conclusion of its hearings on the shortage of machine tools, a numerical 
preference list to govern the priority of machine-tool deliveries to 
defense contractors was published. 

Of particular interest to your committee and small manufacturers 
was the machine-tool recovery program administered by NPA. To 
promote distribution of Government-owned machine tools, a ‘‘ma- 
chine-tool inventory center’ formally identified as the Production 
Equipment Central Inventory Group was established. As of the 
time of your committees’ hearings in the spring the inventory listed 
approximately 2,600 Government-owned machine tools valued at $1.7 
million which were being made available to manufacturers aubdiite 
obtain machine tools elsewhere. At year’s end the inventory had 
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grown to 34,000 tools valued at $450 million. Small manufacturers 
have found the inventory a valuable aid in breaking their machine- 
tool bottlenecks. 

Another major development following your committee’s hearings 
was the establishment of an Advisory Committee on Production 
Equipment (ACPE) to devise long-range plans for the production of 
machine tools for our national security. In its report your committe: 
recommended that ACPE give priority to the committee’s recom- 
mendations. It was therefore gratifying to note the recommendations 
contained in ACPE’s report published in November, particularly 
those relating to the stabilization of the machine-tool industry. 

A year-end survey of defense manufacturing conducted by you 
committee disclosed that most of the major bottlenecks on machin 
tools have been broken. Reports of the machine-tool builders re- 
flected that their backlog of unfilled orders was reduced from 18 
months at the start of 1952 to approximately 11 months’ production 
at the end of the year. While this fact is cause for optimism on the 
machine-tool outlook, it also points up the necessity for early action 
to avert another famine in the machine-tool industry as its backlog 
decreases. 

That the machine-tool problem now seems reasonably solved and 
that the early post-Korea chaos in this vital industrial field did not 
cause consequences too grave to be calculated, is a tribute not to 
the wisdom and skill of our defense production officials but to our 
national luck. 





PART 5. SMALL DEFENSE PLANTS ADMINISTRATION 


So far as the Small Defense Plants Administration was concerned, 


i951 witnessed little more than a legislative mandate to start work 
nd the appointment of an Administrator. 


In 1952, however, the SDPA assumed the proportions of an effective 


iwency struggling to represent the interests of the small business 
community in a semimobilized economy. 


On June 30, 1952, President Truman affixed his signature to Public 
Luw 429, the Defense Production Act Amendments of 1952. By this 
au ye the life of the SDPA was extended for 1 year until June 30, 


This extension was approved by the Congress upon the recom- 
mendations of your committee and the Senate and House Banking 
and Currency Committees. In its report the Senate Banking and 
Currency Committee outlined the functions of the small business 
geney and presented its recommendation in the following words: 


lhe most important and difficult task of the Small Defense Plants Administra- 
i is to broaden and increase the participation of small business concerns in 
Government procurement. In addition to protecting our economy a great 
sion of military procurement will speed production, spread know-how, and 
rease strategic dispersal of industry and retain the productive potential of 
uall plants. 
SDPA since its inception has engaged in the following major activities in an 
ittempt to maintain and implement the position of small business in our economy: 
Recommendations to RFC of loans to small concerns for defense and essential 
villian purposes. 
2. Assistance in obtaining accelerated tax amortizations. 
3. Negotiations with the Department of Defense to place SDPA procurement 
ecialists in the major contracting offices of the Armed Forces. 
+. Certifications of small plants as competent with respect to credit and capacity 
perform contracts in order that contracts may be awarded such plants. 
5. Encouraged and assisted in the formation of production pools. 
6. Furnished technical advice and assistance to small plants on when and how 
obtain defense contracts. 
7. Established field offices and regional advisory boards as appropriations 
permitted. 
This committee feels that so long as materials are allocated and tremendous 
sums are being channeled into defense production, the existence and capacity of 
» small businesses of this country must be safeguarded and protected in order 
perserve one of the foundation stones of our competitive economy.! 


ty 


a the grant of a year’s extension was approved by the 
creat majority of businessmen throughout the country. A poll taken 
“ a business publication indicated that over 85 percent of the 4,000 
businessmen replying to a questionnaire felt that the SDPA could be 
of material value to the small-business community. 

At the time of your committee’s last annual report, the only con- 
crete activity yet undertaken by the Small Defense Plants Administra- 
tion had come in developing ‘working agreements with the Recon- 
struction Finance Corporation in the lending field. 

The next order of business proved to be more complex and more 
difficult of achievement: agreements with the military departments to 


S. Rept. 1599, pp. 19-20, 824 Cong., 2d sess 
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achieve the goal of a fair share of military contracts being award 
to small business firms. By March 27, 1952, negotiations ha 
advance ‘ed sufficiently that the Department of Defense publishe 
“policy governing the relations between the Department of Defens 
and the Small Defense Plants Administration” which gave a broa 
general statement on how the armed services and the SDPA wer 
work together to earmark specific contracts for award to small | 
nesses. This proce dure be ‘came known as joint de ‘te rmins ations an 
appeared to be one of the most effective means of guaranteeing a) 
increasing share of military dollars to small business firms. 

Soon after receipt of the Defense Department policy directive, thy 
Air Force issued satisfactory implementing orders, but it was no 
until the end of = that the Department of the Army and the De 
partment of the Navy met what the SDPA considered minimal re- 
quirements in the joint determination procedure and the effort couh 
become operative. Since that time, SDPA field representatives 
the various procurement centers, jointly with their counterparts 
the military services, have initiated some 1,200 procurements actions 
under joint determination with a total of $392,911,73 Of thes 
630 contracts with a value of about $220 million have been earmarke 
specifically for small business firms qualified to produce items for th 
Government. While these statistics are impressive, vour committe 
feels that the clarification of military directives implementing th 
joint determination program, recommended elsewhere in this report 
would go far toward increasing the volume of contracts awarded to 
small business through the use of this device. 

Continuing efforts are being made to halt the downward trend o! 
small business participation in military procurement and to revers 
that important indicator. Your committee feels that the SDPA has 
been wise to concentrate much of its attention toward a solution to 
the procurement problem. 

Although the lending field was the first in whieh the SDPA took 
positive action, and although relations between the small-business 
agency and the Reconstruction Finance Corporation have generally 
been productive, several problems remain to be solved. Mos! 
important, in the view of vour committee, is the decentralization o! 
authority to make loans under section 714 of the Defense Productio: 
Act to the RFC field offices. On the urging of the Senate Small Busi- 
ness Committee, the RFC delegated this authority to its field offices 
insofar as section 4a loans (regular RFC lending authority) were con- 
cerned in loans up to $100,000, Despite a strong desire on the part o! 
the SDPA to have the RFC take this ste p in approving SDPA loans 
a step which would save the small-business man so much time and 
energy and relieve both the RFC and the SDPA of much paper work 
the Reconstruction Finance Corporation has refused to act. You 
committee naturally desires that all Government agencies take al! 
possible steps which will enable them to serve the public in a mor 
efficient manner, so long as such action is consistent with the law 
Delegation of lending authority on SDPA loans would not only bi 
legal, but, moreover, would seem to be the only action wholly con 
sistent with the spirit of the law. 

During 1952, upon the recommendation of the Small Defense 
Plants Administration, 289 loans with a total dollar value of $37,046,077 
were granted to American small businesses. An additional 32 SDPA- 
approved applications were pending at RFC on December 31, 1952 
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\ third important area of activity for the SDPA has been in the 
allocation and distribution of materials to smaller fabricators. As 
soon as the threat of a prolonged work stoppage in the steel industry 
became evident, the SDPA met with the National Production Au- 
thority industry division “to assure for small business a fair share of 
the reduced supply of steel following the end of the steel strike.” 
Further quoting from the fourth quarterly report of the Small Defense 
Plants Administration: 

SDPA is pleased to report that the measures recommended by it, and adopted 

the NPA, apparently have had the desired effect of preventing the loss of steel 
production from working undue hardship upon small firms. As a result of the 

eps taken, the impact of the steel strike appears to have been distributed equi- 
y over the entire economy, and individual shortages and delivery problems 
been held to a minimum. 

This operation stands in striking contrast to the first faltering steps 
taken after the outbreak of war in Korea when tens of thousands of 
smaller producers were threatened with extinction when their in- 
terests were completely trampled upon and overlooked in the con- 
fusion and chaos of the economic jungle. It is all-important that a 
powerful small-business agency continue to maintain a constant vigil 
over the demise of controls so that those who are least able to bear 
he burden are not asked to assume the heaviest load in a period of 
material shortages. 

Your committee feels that the SDPA should analyze the workings 
of materials controls since July 1950 to determine what standby 
measures are necessary to safeguard against a repetition of the 1950-51 
situation when some 18 months elapsed before a workable controlled 
materials plan guaranteed equitable treatment for all segments of the 
economy. 

An equally dangerous time lag was experienced in the granting of 
certificates of necessity for accelerated tax amortization. Although 
recent SDPA action in this field has been most laudable, it has come 
only after the great bulk of certificates has been issued without proper 
screening or safeguards. While your committee has been unable to 
obtain meaningful data in this field, it is estimated that small business 
received less than 10 percent of all certificates issued during the 24 
months following the outbreak of war in Korea. During the last 
quarter of 1952, however, with the SDPA program of assigning small- 
business shares of all expansion programs, some 20 percent of such 
certificates have been granted to smaller producers. In addition, 
SDPA field and central office personnel have assisted some 114 firms 
in their applications for certificates; of these, 104 have been approved 
by the Defense Production Administration. 

A fifth field of operation for the Small Defense Plants Administra- 
tion has been in the issuance of certificates of competency to contract- 
ing officers on behalf of potential small-business suppliers of military 
goods. Acting under authority granted to it by section 714 (e) (5) 
of the Defense Production Act of 1950, as amended, the SDPA has 
determined that 47 applicants have been worthy of such certificates 
covering contracts with a dollar value of approximately $45,000,000. 
Of this amount, $34,000,000 was awarded to firms covered by the 47 
certificates. It is a fair assumption that practically none of those 
awards would have been made if the SDPA had not been willing and 
able to certify as to the competency of those 45 firms and 2 produe - 
tion pools. Your committee has made a spot check of the operation 
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of the certificate of competency program and was pleased to leary 
that significant savings have been effected for the Governmen; 
through this procedure. Of the first 33 certificates checked, a say- 
ings of almost $3,000,000 has resulted through the acceptance of 
the low bid by the contracting officer. Without such a certificat, 
vouched for by the SDPA, the military purchaser would have passe 
over the low bid. 

In all of these areas, there had been amply demonstrated the in- 
ability of small, weak, separated small-business offices scattered 
throughout the executive branch of the Government to meet thy 
pressures of the emergency. Only after the establishment of an 
autonomous Small Defense Plants Administration was there any rea! 
opportunity to protect the interests of smaller producers. You 
committee feels that its action in sponsoring the formation of this 
agency has paid significant dividends to the small-business com- 
munity. Furthermore, your committee recommends that the Small 
Defense Plants Administration be retained as a separate, autonomous 
agency and its life extended beyond June 30, 1953. 
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PART 6. TAXES 


A major portion of your committee’s activities during the past vear 
has been concerned with the impact of Federal taxes upon small 
business enterprises. As stated in our last annual report, no problem 
strikes closer to the heart of all phases of small-business activity. 

Late in 1951, the chairman of your committee agree a Subcom- 
mittee on Taxation headed by Senator Robert C. Hendrickson, of 
New Jersey. The other members were Senators John Sparkman, of 
Alabama; Hubert H. Humphrey, of Minnesota; William Benton, of 
Connecticut; and Edward J. Thye, of Minnesota. During 1952, this 

voup held seven hearings in the following cities throughout the 
United States: March 13, Bridgeport, Conn.: March 14, Newark, 
\. J.; Mareh 28, Los Angeles, Calif.; April 4, Minneapolis, Minn.; 
April 10, Birmingham, Ala.; May 15, Chicago, Il., July 15, Cleveland, 
Ohio. 

An eighth session, to cover the Southwestern States, was scheduled 
for Dallas, Tex., but was postponed because of an important Senate 
vole. 

During these hearings, some 200 small-business men presented oral 
testimony on their own experiences under present tax levies and all 
made recommendations to the committee for lightening the burden 
of these imposts. In addition, 50 businessmen submitted written 
statements for inclusion in the record. 

The entire membership of the Senate Small Business Committee 
agrees With its tax subcommittee that work in this field is of prime 
importance. A report submitting the recommendations of the com- 
mittee in the tax field will be submitted to the Senate and to the 
Senate Finance Committee early in 1953. 

Almost without exception, the experiences of the small businesses 
represented before the Tax Subcommittee were parallel ones and the 
recommendations made by the witnesses were also similar. Your 
committee was impressed by the dispassionate manner in which these 
businessmen related their experiences and by the objective recom- 
mendations they made. 

Briefly stated, the witnesses felt that the present high rates of 
Federal corporation and personal income taxes prevent a small com- 
pany from growing to become an effective competitor for the largest 
segments of any industry. Furthermore, taxes threaten even the 
continued existence of many smaller firms, since they are unable to 
lay aside enough of their earnings to hedge against any business 
recession, however brief it might be. When combined with shortages 
of materials, emergency tax levies pose serious problems for even the 
most ingenious businessman. 

For those small businesses which are incorporated, the basic prob- 
lem arises with the high level of the “normal "tax rate. A large pro- 
portion of all incorporated businesses earn less than $25,000, so this 
one tax rate is the only one which concerns them. On the ‘other hand, 
many thousands of enterprises net more than $25,000 and are then 
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faced with the cumulative impact of a surtax on all profits aboy, 
their minimum as well as an excess-profits levy on earnings aboye 
their excess-profits-tax credit. Up to 70 percent of all earnings cay 
be taxed by the Federal Government, and for many firms, of each; 
additional dollar of profit, 82 cents goes to the Federal Government 
Many witnesses stated that they were unable or unwilling to tak, 
the necessary business risks to expand their business when over §( 
percent of their increased earnings were earmarked for the Directo, 
of Internal Revenue. 

Testimony on this point was unanimous before your committee an 
the same finding has been reported by every expert, business group, o; 
journalist who has studied the tax problems facing small concerns 
A leading business magazine has devoted many pages to this subject 
and has concluded that present tax levies bear especially heavily on 
smaller companies with a resultant threat to our basic free-enterpris: 
system. An editorial in Business Week for October 18, 1952, con- 
cludes: 


Here is how the high corporation tax has really become a growth tax: 

(1) Expansion cannot yield an adequate return on new investment unless 
earnings before taxes are very high—higher than they are likely to be in any 
period except areal boom. For example, with a 52-percent corporate income tax 
an investment in new equipment must yield 31 percent before taxes to offer a 
15-percent return—in other words, a 3-year payout. There aren’t many projects 
like that. 

A large, strong company may expand anyway, in the hope of lower taxes and a 
higher net return at some future date. But very few small companies can risk 
their limited capital on this basis. For these very reasons, the current expansio: 
of industrial capacity has been largely by big companies. 

(2) Even if a growing company has new products or markets where it can earn 
a high return, it may not be able to raise new equity capital to finance this expan- 
sion. Its stock must sell in competition with stocks of established companies. 
And because security prices generally have been held down by the high tax on 
corporate earnings, new stocks are doubly hard to sell. Even in today’s ‘“‘bull 
market,’’ many listed stocks sell at prices which owners of small businesses would 
find unacceptable. 

(3) The difficulties of small companies needing outside capital are compounded 
by the high personal income tax. In order to get an attractive dividend return 
on money put into new stock, high-bracket investors must buy that stock at 
prices often below the net asset value. Otherwise, the return after corporate and 
personal taxes—at anything like present rates—is insufficient. 

Since the owners of growing businesses usually—and understandably—are 
reluctant to sell a new interest so cheap, the result often is an impasse where the 
idea of raising new capital is dropped. 

(4) On the other hand, it has become increasingly difficult for a business to 
finance expansion out of retained earnings, as corporation tax rates have been 
pushed over 50 percent. The special taxes on undistributed profits—section 102 
and on so-called excess profits, where applicable, have made this problem even 
worse, 


The president of an aluminum processing firm in Connecticut 
phrased it as follows: 


Our company has a very large expansion program on hand, but there is no point 
in our going ahead, and certainly I don’t believe anyone would feel there was an) 
incentive for us to invest a major amount of funds when there is only 30 percent 
left (profit after taxes) if you are good, and nothing if you fail. * * * Our total 
taxes out of net profit have been 69 percent of all the money we have ever made. 


In this case, there was a possibility that this small firm would be 
able to expand to the point that it would represent a major factor in 
bringing more competition into a basic metal industry. Taxes have 


killed that opportunity, at least for as long as they remain at, or near, 
their present levels. 
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Therefore, our tax policies seem to contradict implicitly or explicitly 
the Government’s operations in other fields. While Congress passes 
laws and appropriates funds for the strengthening and administration 
of antitrust and antimerger laws, present-day taxes seem to be prime 
motivators in erecting obstacles to healthy competition. The owners 
of small enterprises with uneven earnings records who are paying out 
a major share of their profits in the form of personal- or corporate- 
income taxes inevitably are favorably inclined to accept offers to sell 
out to their larger competitors. In addition, those resisting the easy 
course during their lifetime are often outflanked by the high inheritance 
and estate taxes on concerns which a@e not able to meet these death 
levies. All the ramifications of our tax burden should be considered 
by the 83d Congress before it embarks on any piecemeal revisions of 
present tax legislation. As one of the witnesses before the Tax Sub- 
committee phrased the dilemma: “Most of the Big Five in our industry 
have grown from small beginnings. But present tax laws restrict us 
from having our opportunity to grow big. All inducements seem to be 
given to make us sell out to one of our biggest competitors.” 

Your committee realizes full well that the United States is faced 
with major demands upon its resources—material and financial. High 
taxes attack the problems imposed by both of those drains on its re- 
sources through raising funds to pay for the defense effort and through 
reducing effective demand for capital goods which are required for 
military and military-supporting needs. 

On the other hand, the problems facing our Nation in 1953 are some- 
what different, since the increase in our productive capacity in basic 
materials is largely completed. Most materials will be in good supply 
by June of this vear. Furthermore, industries no longer face inde- 
terminable backlogs of orders. If business firms are released from 
some of the crushing burden of present taxes, they will be likely to 
modernize and expand their plants. Through such action, the 
machine-tool builders, their customers, and the Nation will be better 
able to meet whatever challenges may arise during the coming years. 

This same end would be served by congressional approval of an- 
other recommendation submitted to your committee by a number of 
those appearing before it. These witnesses related numerous in- 
stances where present Treasury regulations on depreciation allow- 
ances hindered them in their effort to become sound and energetic 
members of productive industry. Your committee feels that the 
Treasury Department should make a comprehensive study of its past 
policies on this subject, giving particular attention to the relation 
between the revenue produced and the impact on the economy. The 
experiences of countries which have allowed flexible depreciation 
policies and the concrete evidence presented to your committee indi- 
cate that a complete revision of Treasury policies might contribute 
to a healthier operation of our competitive economy. In large part, 
this phase of the problem can be attacked by administrative ruling, 
but congressional action should be taken if the Treasury Department 
fails to initiate prompt steps in this field. 

From all the evidence coming before your committee, it appears 
that Congress should place a high priority on tax cuts which will 
strengthen independent businesses and our free-enterprise system 
whenever it appears that reductions in tax rates are warranted. More 
specific recommendations will be made in your committee’s report on 
the impact of Federal taxes on small businesses. 





PART 7. SMALL INDEPENDENT AIRLINES 


This past vear saw a stepping up of the war of attrition against t\y 
small-business segment of the aviation industry by the Civil Aeronau- 
tics Board. CAB action against the irregular airlines, who were th, 
originators of low-cost aircoagh, took a number of forms, ranging 
from mild harassment to outright elimination of some of the car- 
riers. The decision of the CAB to revoke the operating rights of ; 
small nonscheduled airline furnishing essential service to Blocks 
seemed to arouse more public resentment than any other. ‘Thousands 
of letters of protest from residents of Alaska were received by you 
committee. The Board’s decision is now being appealed in tli 
courts. 

Other decisions by the CAB adverse to the “‘nonskeds”’ included 
refusal of the Board to reconsider its denial the previous year of a 
certificate of public convenience and necessity for all-coach trans- 
continental service and an attempt by the Board to obtain authorit, 
from Congress to impose severe financial penalties for violations of 
CAB economic regulations. The Small Business Committee chair- 
man saw the proposed legislation as another plan to hamstring tly 
small airlines, and he, therefore, successfully opposed its enactment. 

In September 1952 the CAB opened its investigation of the role of 
independent airlines in air transportation. This action, howeve1 
did not come until a full year after the CAB had first announced 
plans for such an investigation, following the recommendation o! 
your committee in July 1951 that the CAB reassess its whole approach 
to low-cost mass air travel.' Because there are estimates that th 
investigation may drag on for another 2 vears, some of the irregular 
carriers have protested that by the time it is completed, all of them 
may already have been eliminated by the CAB, thus de feating th 
purpose of the study. 

During the summer of 1952, the CAB granted its first certificate for 
international freight service to a small nonscheduled airline serving 
Latin America. Although the Board by this decision appeared 
have established a precedent in favor of similar certificates for othe: 
cargo transatlantic freight carriers, it has declined to take any further 
action along these lines. A case in point: The CAB, at the request o! 
the President, recently agreed to reconsider its recommendations in 
the Transatlantic Freight case against certifying all-cargo servic: 
across the North Atlantic. Instead of reaching a decision prompts 
as the President apparently envisioned, the CAB has ruled that tl: 
proceedings must be an entirely new case, which may take years to 
decide. American carriers already lag far behind foreign carriers in 
the international freight field. By the time a decision is reached | \ 
the CAB, even should it be favorable to certific ation, it may be too 
late for the United States to overcome the handicap. 

Despite the harassments of a hostile CAB, the irregular airlines have 
continued to grow because they have met a public need. Their gross 


1S, Rept. 540, 82d Cong., Ist sess. 
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income jumped from $68,338,311 in 1951 to an estimated $85,422,911 
in 1952, and their passengers from 638,386 in 1951 to an estimated 
718,184 in 1952.2 In two respects they merit a pat on the back from 
vour committee. First, with only one fatal accident during 1952, they 
experienced the safest year in their history. Secondly, by cooperating 
with the CAB in enforcing new legislation to outlaw unethical ticket 
agents, they have taken steps to correct one of the chief abuses con- 
nected with their industry. Your committee had called attention to 
this problem in last year’s annual report.’ 

‘The future growth and even the continued existence of the inde- 
pendent airlines is in jeopardy. CAB’s methods of inducing “death 
by delay” and “strangulation by regulation” are just as fatal in the 
long run as outright elimination—which action the CAB apparently 
hesitates to take. The CAB must show changes in its thinking and 
its attitudes if it is to follow the recommendations of your committee 
that the Board take appropriate steps to insure the continued existence 
of these vital small-business enterprises. 

\merican Aviation, January 19, 1953, p. 24, from statistics prepared by Dr. Lewis C. Sorrell of the Air 


I wt Association, 
38, Rept. 1068, 82d Cong., 2d sess., p. 247. 





PART 8. MONOPOLY 


We can preserve the traditional American system of free enterprise 
only if our economy remains competitive and if monopoly is repelled, 
Success in the endeavor is crucial not only for the survival of the 
small-business man here at home but also for victory in America’s 
struggle for freedom abroad. Your committee, therefore, has moved 
aggressively to analyze the threat posed by concentrated economic 
power against a free people in general and the American small-business 
man in particular. 

During the past year your committee surveyed various phases of 
the current monopoly problem and obtained up-to-date information 
on the efforts being made by the executive branch to identify and to 
curb competitive practices which are inimical to the well-being of 
small and independent enterprises. 

To this end a subcommittee on monopoly was appointed with 
Senator Russell B. Long as chairman. In accepting his responsibilities, 
Senator Long stated: 

The study of monopoly by this subcommittee differs from previous inquiries 
into the subject in that it approaches monopoly primarily from the point of view 
of its impact on small business. It is unique in this respect. Previous studies 
have considered monopoly from the point of view of the effect on the consumer, 
on prices, on the investor, on production, on scientific progress, or on the economy 
as a whole, but this is the first time that its effect on small business has been the 
principal subject of investigation. Hence the committee intends to avoid dupli- 
eating the work of any previous committee. 

The committee’s first order of business was to request various 
Government agencies to prepare surveys of the current situation with 
respect to monopoly. Seven agencies submitted monographs. ‘To 
date, hearings have been held on reports from the Federal Trade 
Commission, the Department of Justice, the State Department, and 
the Securities and Exchange Commission. 


MONOPOLISTIC PRACTICES AND SMALL BUSINESS 


At the opening hearing of the Monopoly Subcommittee, Stephen J. 
ee : 5 . ae eather . ’ 
Spingarn, Federal Trade Commissioner, presented a report by the 
staff of the Commission entitled, ‘“Monopolistic Practices and Small 


Business.” ! 

In his prepared statement to your committee transmitting the 
FTC report, Commissioner Spingarn emphasized the significance of 
competition as an aid to small business. He said: 


No group in the United States benefits more clearly and consistently from the 
strength of American competition than the small-business men of this country. 
Competition is the basic protection for small business. When competition is 
impaired, the large and powerful concern may be able to take care of itself, but 
the small one is in jeopardy. The growing productivity and the rising standards 
of living that are associated with competition provide a healthy expanding environ- 
ment within which there is room for small enterprises to be founded and to grow. 

! Monopolistic Practices and Small Business, Subcommittee Print, No. 1, staff report to the Federal 
Trade Commission for the Subcommittee on Monopoly of the Senate Small Business Committee, 82d 
Cong., 2d sess., March 31, 1952, 
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Commissioner Spingarn listed the following specific services per- 
formed by competition: 


1. Competition is the economic equivalent of our political system of checks 
and balances. 

2. Competition guarantees that business policies will usually point in the 
right direction. 

3. Competition weeds out the unfit. 

{. Competition furnishes businessmen with impersonal but reasonably reliable 
guidance as to the direction of their business activity. . 

5, Competition is one of the most important safeguards of industrial progress. 

6. Competition protects not only the best interest of the public and of the 
business enterprise, but also the individuals in business. 


The FTC report itself is concerned with those business practices 
“which have the most immediate and significant impact in jeopardizing 
small concerns.”” The report cites four general types of monopolistic 
practices which it regards as particularly injurious to small business. 
It deseribes each of these, as follows: 


1. Denral of supplies.—What is involved [in the denial of supplies] is the refusal 
of the integrated firm to sell to its smaller, nonintegrated competitors raw ma- 
terials which the latter must have in order to compete with the former in the sale 
of finished products. Generally speaking, the importance of this practice rises 
and falls with business activity, becoming of greatest significance during the 
periods of business prosperity and short supply. 

2. The price squeeze.—This practice is somewhat similar to the denial of supplies 
except that here the weapon used against the smaller, nonintegrated firm is the 
narrowing of the margin between the price of the raw material which it must 
purchase from its integrated competitor and the price of the finished goods which 
it sells in competition with the integrated firm. Unlike the previous practice 
{denial of supplies], the price squeeze is important both in the economic downswing 
and in the upswing. 

3. Price discrimination.—The practice of price discrimination is particularly 
destructive to small firms. When discriminatory price concessions are made 
they are seldom, if ever, granted to the small buyer. And, havihg to pay a 
higher price for His merchandise than his large competitor, the small buyer is 
handicapped at the very ‘beginning of the competitive race. Moreover, price 
discrimination is a handy and effective instrument by which small sellers are 
disciplined and brought into line by their larger rivals. Insofar as the business 
evele is concerned, the frequency of price discriminations tends to be the reverse 
of the denial of supplies, becoming of greatest importance in periods of declining 
activity. 

4. Coercive and predatory practices.—There is a wide variety of miscellaneous 
“strong arm’”’ tactics which large firms use against their smaller rivals. Although 
there is no limit on such practices other than the ingenuity of the mina of man, 
some of the more important of these activities can be yrouped together and are 
discussed in this report under the following headings: exclusive dealing and 
tying arrangements, boycotts, punitive measures under delivered price systems, 
and control of shipping terminals and facilities. As in the case of price dis- 
crimination, these practices tend to become of greater importance as business 
activity declines. 


CHANGES IN THE DISTRIBUTION OF STEEL 


The second report prepared for your committee was presented by 
Dr. John M. Blair, Assistant Chief Economist of the Federal Trade 
Commission. This report, entitled ‘“The Distribution of Steel Con- 
sumption, 1949-50,” ? showed the change which took place in the 
distribution of steel as between a period of relatively free supply 
(1949) and one of shortage following the outbreak of the Korean 
conflict (fourth quarter, 1950). The findings of the report indicated 


_? The Distribution of Steel Consumption, 1949-50, Subcommittee Print No. 2, Report of the Federal 
‘rade Commission to the Subcomn.ittee on Monopoly of the Senate Small Business Committee, 82d Cong., 
2d sess., March 31, 1952. 
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that steel industry control over distribution m a period when dema; 
exceeds supply may injure small business in two ways. 

In the first place, it was found that, among the major steel-consumin: 
industries, the sharpest increases in steel consumption were generally 
shown by those industries which are owned in part by steel producers 
themselves, or are allied with the automobile and household appliance, 
industries. 

In the second place, it was found that steel shipments to warehouses 
through which about 14 percent of the Nation’s total supply reach, 
the market, shifted in favor of warehouses affiliated with the st 
companies and against the independent warehouse, thus adverse! 
affecting not only the independent warehouses but also their customers 
who tend to be made up largely of small firms. of th 
Com 
DEVELOPMENT OF ANTITRUST LAWS AND CURRENT PROBLEMS © auth 

ANTITRUST ENFORCEMENT inves 


The report of the Antitrust Division of the Department of Just 
to your committee was submitted by H. Graham Morison, Assistant 
ae ‘y General. Mr. Morison’s report, A Study of the Develop- 
ment of the Antitrust Laws and Current Problems of Antitrust En- 
ions can’ analyzed the origin and development of antitrust statutes 
and the court decisions which have applied and interpreted those 
statutes. The report summarized the growth of the United States 
from the agrarian economy of the middle 19th century to the powerful 
industrial nation in which we live today. It related a history of th 
undesirable business practices of each era which sought to stifle com- 


petition, and it told how, and to what extent, these problems hay 
been dealt with under the antitrust laws. 

In presenting the report, Mr. Morison, speaking of the great 
depression, said: 


In retrospect, it is clear that had there been a healthy antitrust enforcement 
program, vigorous enough to establish competition, flexibility of prices and pr 
duction unfettered by artificial limitations, many of the basic causes of | 
depression would have been eliminated in their incipiency and there would hav 
been freedom for the normal adjustments to be made to meet the disturbances 
which first signalized the end of the boom. 


With respect to the vigor of antitrust enforcement, Mr. Morison 
observed: 

The extent and nature of antitrust enforcement since 1937 are reflected in the 
fact that in the past 15 years 706 antitrust cases have been filed, while in the 
entire 47 years from 1890 to 1937 a total of only 423 antitrust cases were filed. 

Mr. Morison recognized that the job in antitrust enforcement is 
far from finished. He said: 

I do not wish to leave this subcommittee with the impression that the Depart- 
ment of Justice considers that monopolistic and illegal business practices have 
been eliminated or that our economic system is free and wholly competitive. In 
truth, the task which remains to be done is great 

As a particularly troublesome problem whieh remains to be solved, 
he cited the follow-the-leader practice which is frequently followed in 
highly concentrated industries. Mr. Morison stated: 

A particularly troublesome problem resulting from concentration of economic 
power arises in those industries in which a relatively few large-scale, heavily 


3 A Study of the Development of the Antitrust Laws and Current Problems of Antitrust Enforcement 
Subcommittee Print No. 3, report of the Dey artme nt of Justice to the Subcommittee on Monopoly 
Senate Small Business C ommittee, 82d Cong., 2d sess., May 23, 1952 
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ed companies, of comparable size and dominant in production and distribu- 

lecide that they will not engage in active price competition with each other. 

ny industries there exists a follow-the-leader policy of pricing and selling. 

member of the industry individually elects to follow the policy of not 

ging his prices until one or more “leaders’’ change their prices, and each com- 
ndividually elects to charge precisely the same prices as the leaders. 

he Government can establish the existence of an actual or tacit agreement 

g these companies to adhere to and follow the prices and market practices 

e leaders, then the companies can be charged with a conspiracy or combination 

mopolize or restrain trade. In some instances, however, it is not possible 

i evidence of an actual agreement, and some courts have indicated a reluc- 

to “infer” the existence of a conspiracy in the absence of direct evidence of 

come agreement. Yet the effect upon competition is precisely the same as if the 

lifferent companies had explicitly agreed among themselves to follow this practice. 


\Ir. Morison recommended that this committee undertake a study 
of the nature of that conducted by the Temporary National Economic 
Committee beginning in 1938. He pointed out that the TNEC was 
authorized by the Congress to make a full and complete study and 
investigation with respect to the concentration of economic power in 
the production of goods and services and that its findings and conclu- 
sions did more to illuminate the realities of our economic system, both 
cood and evil, than any event in modern times: 

\n economic study such as that of TNEC is required again today. With World 
War II and the current mobilization, our economy has expanded and the size of its 
constituent elements has altered considerably since 1937. A new study, patterned 
after TNEC, would give to Congress, to the Department of Justice, and to others 
interested in preserving competition, the facts and conclusions which are essential 
if our efforts are to be guided in the proper direction and if our economy is to with- 
stand the forces driving against free competition as a result of defense activities. 


PUBLIC UTILITY HOLDING COMPANY ACT 


The Securities and Exchange Commission made a report to the 
\onopoly Subcommittee on The Public Utility Holding Company 
Act of 1935.4 

Jerome 8S. Katzin, Director of the Public Utilities Division of the 
Securities and Exchange Commission, who joined Commissioner Paul 
R. Rowen in presenting the report, stated: 


The report reviews briefly the events leading to passage of the act, summarizes 
its more important provisions, and explains how the administration of the act has 
been accomplished, illustrating this with a rather full discussion of one of the major 
holding company systems and its history under the act. Finally, the report 
endeavors to show, in concrete, statistical fashion, the results of 17 years of 
administration, 


At the outset of his testimony, Mr. Katzin said: 


Neither I as an individual nor the Securities and Exchange Commission whom 
I represent should be construed by reason of this presentation, as advocating or 
proposing, or even suggesting, that the Holding Company Act, in some version 
modified to cover industrial corporations, should now be enacted into the anti- 
trust laws of the Nation. We do not feel qualified to advise this committee on such 
fundamental economic policy, nor are we prepared to say whether any amendment 
at all of the antitrust laws at this time is required, for such a decision, while 
certainly within the province of this committee and certainly a proper subject 
for exploration by it, is a problem wholly outside the province of the Commission. 

We do believe, however, that in any discussion of the antitrust problem careful 
consideration should be given, by those whose duty it is to chart the basic policies 
of this Nation, to the large body of experience which has been accumulated by 
the Commission in the administration of the specialized antitrust law, as it is 
frequently called, whjch is the Holding Company Act. 


Publie Utility Holding Company Act of 1935, Subcommittee Print No. 4, Report of the S¢ 
xchange Commission to the Subcommittee on Monopoly of the Senate Small Busin« 
g., 2d sess., June 3, 1952. 
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With regard to the purposes of the Holding Company Act, the repor; 
pointed out: 


The Holding Company Act is in part designed to minimize the adverse effects 
of monopoly in a field which is to a certain extent a natural monopoly, namely. 
the electric and gas utility industry. This objective is sought to be advanced 
through a flexible limitation on the size of utility holding company systems and 
by the elimination of certain practices and types of corporate structures prevalent 
prior to the enactment of the statute which had tended to promote the growt) 
of huge, sprawling systems without regard to integration of properties or 
economies of operation, 


Both similarities and dissimilarities exist between the act and other 
types of antimonopoly legislation: 


” 


As “a specialized antitrust act’? the Holding Company Act differs fron 
general type of antimonopoly statute in that it is designed to restore the effective. 
ness of State and Federal regulation, rather than the effectiveness of competitio: 
in a free market. However, comparison of the statutory policies in both fields 
indicates an identity of certain basic objectives—an attempt to undo and to 
prevent unwarranted concentration of corporate power to the detriment of our 
national economy. 


The report credits the act with bringing benefits to the utility 
aS e ‘ 
industry: 


Many factors have contributed to the growth and expansion of the utility 
industry over the past 15-year period. The general economic climate, technologi- 
cal changes, and improved management policies have all played a part. Never- 
theless, the extensive program of development which has been carried forward 
must be viewed against the background of the Holding Company Act and its 
broad impact upon the industry. As a result of the divestment and simplificatior 
programs most of the industry is once again being operated at a local level through 
independent operating companies or regional holding company systems; investors 
can now purchase with confidence the equity securities of soundly financed 
companies which are subject to effective State regulation. 

The accomplishment of this realinement and financial reconstruction prograt 
has certainly been opportune. It has given fiber and muscle to the utility industry 
at a time of urgent demand for service. 


FOREIGN LEGISLATION CONCERNING MONOPOLY AND CARTEL 
PRACTICES 


The Department of State submitted to the Monopoly Subcommittee 
a report entitled “Foreign Legislation Concerning Monopoly and 
Cartel Practices’ ® which indicated the uniqueness of the American 
concept of monopoly control. It pointed out that although many 
countries are now enacting antitrust legislation, few have the long 
history of the United States of insistence upon competition. 

In presenting the report, Mr. Willard Thorp, Assistant Secretary 
of State for Economic Affairs, compared the attitude toward monopoly 
in North America with that prevailing generally in Europe: 

It is very difficult * * * to generalize, but I think if one looks at the situation 
as it was in the period between the wars, it would be possible to say that in North 
America we did have a positive public policy in defense of competition based on 
the belief that our economic system would be most productive and the fruits of 
our economic effort would be most equitably distributed if we did our best to 
eliminate restraints on trade and to support competition. 4 

The British attitude, which was followed in @ number of other countries, was 
rather a middle ground, one might say a hands-off policy, with respect to this 


6 Foreign Legislation Concerning Monopoly and Cartel Practices, Subcommittee Print No. 5, Report of 
the Department of State to the Subcommittee on Monopoly of the Senate Small Business Committee, 821 
Cong., 2d sess., July 9, 1952. 


proble 
man Vv 
agree! 
not su 
Ger 
legisla 
of the 
econo! 
ments 
Th 
As 
practi 
19th ( 
trans] 
activi 
privat 
policy 
quite 
Tl 
Pul 
State: 
most 
pract! 
suppe 
exain 
again 


In 
was | 


Alt 
Vasily 
atten 
result 
foun 
prodt 
ment 

As 
police! 
time 
cases 
could 

In 
bines 
could 
restr 
could 

In 
encol 
vices 
ploy! 
for ¢ 
sorte 
insta 

hi 
beet 
mor 

I] 
in de 
hap} 
tries 


been 





ANNUAL REPORT OF SELECT COMMITTEE ON SMALL BUSINESS 33 


problem. There was neither legislation for nor legislation against. The business- 
man was free to make agreements with his fellow businessmen. For most of those 
agreements he was not able to get court enforcement. On the other hand, he was 
not subject to court attack. 

Generally speaking, in continental Europe it would be fair to say that what 
legislation there was—and I think also the general atmosphere, that is, the attitude 
of the public—was in support of the idea of cartels. It was believed that the 
economy would work better if it were possible for businessmen to make arrange- 
ments With each other rather than to compete with each other. 


The report traced the origin of current monopolistic practices: 


\s a result of the industrial revolution, problems relating to monopolistic 
practices as we know them today began to emerge. After the middle of the 
19th century, When the modern corporate forms of business enterprise developed, 
transportation services became improved, markets broadened, and commercial 
activities increased in complexity, monopolistic concentrations on the part of 
private enterprise began to be a major problem requiring decisions of public 
policy. By the end of the 19th century, cartel practices had come to be employed 
quite widely in Europe, particularly in Germany. 


The attitudes and policies toward monopolistic practices varied: 


Publie pressure in the 1880’s against monopolistic practices in the United 
States and Canada led to passage of legislation for their control. However, in 
most countries, a predominantly laissez-faire policy was pursued toward the 
practices of private business, with no basic legislation being adopted either in 
support of or against such restrictive activities as prevailed. In France, for 
example, earlier statutes against guild restrictions, which could also be applied 
against cartel restraints, were weakened or repealed. 


In some European countries, according to the report, cartelization 
was actually encouraged, or even enforced: 


Although prior to World War I the cartel movement had not become so per- 
vasive as to relegate competitive forces in trade and industry to the background, 
attempts were made in the twenties to cartelize industry more thoroughly as a 
result of the industrial maladjustments following the war. This development 
found expression particularly in the form of agreements to set prices and limit 
production, of restrictive trade associations, and informal ‘‘gentlemen’s agree- 
ments.” 

As a result, a general departure from the previously prevailing laissez-faire 
policy began. The statutes which have been adopted on the subject since that 
time have sometimes tended to further private restraints on trade and in other 
cases have been designed to set limits upon the extent to which these practices 
could go. 

In Western Europe, there developed the doctrine of control of cartels and com- 
bines; that is, the doctrine that monopolistic abuses against the public interest 
could be restrained through a system of control while at the same time those 
restrictive arrangements which were believed to be favorable to the public interest 
could be encouraged. * * * 

In the depression period of the 1930’s, most governments turned toward the 
encouragement or enforcement of cartel agreements as one of many control de- 
vices to try to overcome the stultifying effects of business inactivity and unem- 
ployment. The governments of Germany, Italy, and Japan all adopted statutes 
for compulsory cartelization in this period. Many of the democracies also re- 
sorted directly or indirectly to this device in an attempt to counteract the economic 
instability brought by the depression. 


In his testimony, Mr. Thorp declared that in recent years there had 
been some change in European attitudes and policies regarding 
monopoly, but that as yet there were no grounds for complacency: 


I have given a number of reasons which are offered by the Europeans primarily 
in defense of the attitude which has emerged in their public policy. But what has 
happened in the last few years has been a tendency more and more for these coun- 
tries to question whether or not the policy which they have been following has 
been a correct one. I think that this ties in with the great pressure on them in the 
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economic field, the problem of economic recovery and now the problem of meeting 
the defense effort. There is an awareness of the fact that what they must do if 
they want to meet their defense requirements and still maintain their sta: idard 
of living, or improve their standard of living, is to attain a higher productivity 
This is emphasized to them by the fact that they are more aware than they have 
ever been before of what has happened in the American economy with respect to 
our productivity. They know this because many of them have been here: they 
know it because we have had representatives there; they know it because they 
have to meet our economy in competition in third markets or in competition wit) 
markets in the United States or their own countries. * * * 

This new situation which has come from questioning the policy which they 
have been following has resulted in an increased emphasis on corrective legis|a- 
tion in a number of countries. This legislation in general does not correspond, | 
would say, to our Sherman antitrust laws. It varies all the way from merely 
setting up investigative procedures to actually controlling certain abuses of 
cartels. * * * 

Now I would not want to have anything that I say indicate that one can fee| 
much confidence with respect to this development. A certain amount is going 
on. The gap between our own policy and the policies in these countries is nar- 
rowing, but there are many countries with no legislation or a lack of effective 
legislation. 


CONCENTRATION OF BANKING IN THE UNITED STATES 


The Board of Governors of the Federal Reserve Board submitted 
to the Monopoly Subcommittee a staff report on Concentration of 
Banking in the United States.° The report consisted of a comprelien- 
sive survey of concentration tendencies in the banking field. It had 
as an appendix the Federal Reserve Board’s findings of fact in the 
famous Transamerica case, which was the first to be brought under 
the banking provisions of the Clayton Act. 

The report defined a tendency toward concentration in banking 
“the transaction of a decreasing proportion of the Nation’s banking 
business by separate and independe ntly managed banks.”’ 

The great majority of American banks were described as being small 
banks, which have grown with their communities: 

* * * it was inevitable that, as our economy grew and developed, larger 
and larger business units for production and distribution, larger units of banking 
and consequently some concentration would result. As urban population grew 
relative to rural population and especially as metropolitan areas increased in 
number and size, banking needs became more concentrated. 


The development of branch banking and the results of such de- 
velopment were outlined by the report: 


The extent to which branch banking as a form of concentration may develop it 
this country is determined for practical purposes by State law. Some States per- 
mit statewide branch operations. Others prohibit the establishment of branche 
altogether. The remainder have some limited form of branch banking. 


result of this assortment of laws has been to produce a number of different types of 


multiple-office banking, including group banking and chain banking, * * * 

The number of branches has for ms any years increased relatively faster than the 
number of banks; in fact, since 1921 the number of banks has decreased in al! but 
4 years, whereas the number of branches has increased in every year except 1951- 
33. This replacement of banks by branches and the establishment of de novo 
branches instead of de novo banks results, of course, in relatively fewer independent 
bank managements. 


6 Concentration of Banking in the United States, Subcommittee Print No. 7, Staff Report of the | 
of Governors of the Federal Reserve System, submitted to the Subcommittee on Monopoly of thi 
Small Business Committee, 82d Cong., 2d sess., July 9, 1952. 
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‘he effect of bank mergers on competition was also discussed: 


Through mergers there is still a tendency toward further concentration in certain 
areas, particularly in large cities, for example, in New York City. This tendency 
toward concentration is due in large part, it is claimed, to relatively low earnings 
and high capitalization of some city banks, and is merely a continuing adjustment 
if what may be called from an economic point of view a relatively overbanked 
condition. 

On the overall pattern of concentration in banking and the action 
that has been taken by the Government to prevent overconcentration 
and monopoly the report said: 

When measured by the relative volume of banking business controlled by the 
hundred largest commercial banks in the country, the degree of concentration 
increased from the early twenties until World War II but subsequently declined to 
the level of the early thirties. During this period, the relative volume of banking 
business controlled by the largest banks in each State followed the pattern indi- 
cated by United States aggregates in over half of the States; there was considerable 
variation from the pattern in others. 

That Congress intended to protect the American banking system against over- 
concentration and monopoly was made manifest when it passed the Clayton Act 
in 1914. In that act the Federal Reserve System was charged with responsibility 
for enforcing the prohibitions against stock acquisitions of banks whenever the 
effect might substantially lessen competition or tend to create a monopoly. Only 
recently the Board, acting under this statute, ordered a large bank holding com- 
pany to divest itself of the stocks of some 48 banks which it controlled. 


COST AND AVAILABILITY OF CREDIT TO SMALL BUSINESS 


A staff report on the cost and availability of credit and capital to 
small business? was submitted by the Board of Governors of the 
Federal Reserve System. 

According to the report the average small business is unincorporated 
and obtains bank credit in small amounts. The most recent figures 
show that three-fourths of all loans to small companies were for less 
than $5,000 and one-fourth were below $1,000. A very large pro- 
portion of such loans are repayable on demand, or have an original 
maturity of less than 1 year. Almost two-fifths of member-bank 
loans to small business during the period studied were unsecured. 

The discussion in the report was divided between short- and 
intermediate-term credit and long-term credit and capital. With 
respect to the former, the report observed: 

Small businesses rely heavily on short- and intermediate-term credit for meet- 

their current, and sometimes their longer-range, financing needs. Such 
edit may take any one of a number of forms and be obtained from such varied 
lenders as commercial banks, trade suppliers, finance companies, insurance com- 
panies, and the Government. In part, because of this variety of possible 
financing arrangements, availability of short- and intermediate-term credit is 
not generally a problem. 


The report included a table indicating that the interest rate charged 
by banks on each type of credit increases as the size of the concern 
declines. 


’ The Cost and Availability of Credit and Capital to Small Business, Subcommittee Print No. 8, Staff 
t to the Board of Governors of the Federal Reserve System submitted to the Subcommittee on 
ly, Senate Small Business Committee, 82d Cong., 2d Sess., September 10, 1952 
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Average interest rates on member-bank business loans, Nov. 20, 1946, by type of 
security and size of borrower F 
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In discussing long-term credit and capital, the report said: 


Earnings retained from operations together with other savings of owners con- 
stitute the principal type of long-term funds used by small business. Long-tern 
credit is obtained chiefly from insurance companies but, for a variety of reasons 
the volume of funds so obtained is relatively modest. 


The report analyzed the use of the organized security market by 
small firms: 


In contrast to large companies, small corporations make little use of the 
organized securities markets. Data compiled by the Securities and Exchange 
Commission, for example, reveal that companies with total assets of less than 
$1,000,000 accounted for only 85, and trade corporations (all sizes) for 79, of thi 
1,035 public flotations of registered securities during the 5 years 1945-49. Several 
factors account for the relatively few stock and bond offerings by small companies. 
{For one thing there is the] owners’ reluctance to lessen their control through 
sales of stock. Another factor is the localized nature of most small businesses 
whose security offerings, as a result, must generally provide a higher return if 
they are to be sold. The initial cost of flotation is also relatively much higher 
for small stock or bond issue. * * * In short, the securities markets are 
best suited for large flotations of nationally known firms and, for all practical 
purposes, cannot be used effectively by small, localized companies. 


INTERNATIONAL OIL CARTEL 


The activity of the Monopoly Subcommittee which aroused the 
greatest amount of public interest was the publication by your com- 
mittee of the Federal Trade Commission’s confidential report on the 
international petroleum cartel. It was this report which became 
the basis of the Justice Department’s suit against five American oil 
companies. 

From its inception, the Subcommittee on Monopoly received 
numerous requests to investigate the alleged restrictive practices of 
the international oil industry. At the very first hearing of the com- 
mittee in April, Senator Long, chairman of the subcommittee, ex- 

§ The International Petroleum Cartel, Subcommittee Print No. 6, staff report to the Federal Trade 


Commission, submitted to the Subcommittee on Monopoly of the Senate Small Business Committee, 
82d Cong., 2d sess., August 22, 1952. 
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pressed keen interest in the report and at subsequent hearings declared 
that the report should be released. He said: 


This committee deserves to know whether or not 5 major integrated American 
oil companies have joined into international monopoly agreements with 2 large 
foreign oil companies. This committee deserves to know whether or not the 
American Navy is compelled to pay artificially high prices in the Mediterranean 
and whether or not the structure of international oil prices is imposing an undue 
burden on the economies of friendly nations now benefiting from American aid. 
Perhaps most important of all, this committee wants to determine whether or 
not the independent American oil producer is injured by the allegedly monopolistic 
dumping of foreign oil in the United States at a net cost far below the price 
charged in Europe and the Middle East. 


After receiving a written request from Senator John Sparkman on 
July 28, the President approved release of the report and it was made 
public by your committee on August 22. In his introduction to the 
report, Senator Sparkman said: 


It is our hope that publication of this report will contribute materially to 
public knowledge and understanding of international business arrangements. It 
is a factual report and as such is subject, of course, to a variety of interpretations. 
If any interested party wishes to be heard, this committee will make time avail- 
able so that all shades of opinion may be represented. Only after such hearings 
are completed, however, will our committee issue its final conclusions and recom- 
mendations on the effect of the alleged international oil cartel on small business, 
in particular, and the consuming public of America in general. * * * 

The Senate Small Business Committee believes that it is the basic philosophy 
of the United States to oppose vast monopolistic concentrations of economic 
power. Practically alone among the great nations of the world, the United 
States—through fact-finding and through enforcement of its antitrust laws— 
endeavors to hold in check the power of giant organizations. Whether privately 
or publicly owned, such organizations carry with them the inherent possibility 
that their overwhelming power may be abused to the detriment of the people. 
The Senate Small Business Committee, in publicizing the operations of the inter- 
national oil companies, wishes to reaffirm the determination of the American 
people that American companies, whether at home or abroad, shall so conduct 
themselves as to promote the interests of all people everywhere. 

The Senate Small Business Committee, in issuing this report, is expressing its 
faith in Justice Brandeis’ “belief that sunlight is the best of disinfectants and 
electric light the most efficient policeman. 


The Federal Trade Commission report charged that control over 
the international oil industry is largely in the hands of seven inte- 
grated companies, and that outside the United States and the Soviet 
Union, these companies control the bulk of production and marketing 
of oil moving in international commerce. 

The report described the “joint” operations of the oil companies 
and the results of those operations: 


These seven international companies operate through layers of jointly owned 
subsidiaries and affiliated companies. Through this corporate complex of com- 
panies, they control not only most of the oil but most of the world’s foreign petro- 
leum refining, cracking, transportation, and marketing facilities. Thus, control 
of the oil from the well to ultimate consumer is retained in one corporate family 
or group of families. 

The significance of this high degree of concentration from the cartel problem 
lies in the fact that concentration facilitates the development and observance of 
international agreements regarding price and production policies * * *. 

The primary movers in the four basic international agreements, dated from 
1928 to 1934, and in the efforts to implement them, were the three major inter- 
national groups of the oil industry, namely, the Standard Oil Co. (New Jersey) 
group, the Royal Dutch-Shell group, and the Anglo-Iranian Oil Co., Ltd. (for- 
merly Anglo-Persian Oil Co., Ltd.) group. Each of these is a completely inte- 
grated oil group consisting of a central controlling company and its subsidiary 
and affiliated producing, refining, transportation, and marketing interests. In 
addition, each of these groups is associated in interests with each of the others 
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and, in some instances, with outside interests, through joint ownership of resery 
through joint control of producing, refining, and marke ting facilities, and through 
agreements for the purchase and sale of crude oil and refined produc ts. 


When American oil companies first became interested in the Mid 
fast, according to the report, they pursued an open door policy | to 
promote active competition, but this policy was not continued for 
long: 


In the early twenties, when the American oi] companies first became int 
in oil concessions in the Middle Last, they placed great emphasis on what 
termed the ‘‘open-door’’ policy, and, in fact, made the acceptance of this po 
a sine qua non of their participation in IPC (Iraq Petroleum Co.). In thi 
were actively supported by the American Government. In its initial sta 
open-door policy was broadly interpreted to mean freedom for any compa 
obtain, without discrimination, oil concession in mandated areas, particiila: 
in Mesopotamia. It was designed to promote active competition amor 
various companies for oi! concessions and to prevent the establishment 
monopoly of oil rights. However, the open door was gradually closed by a 
of deliberate and systematie acts on the part of the owners of IPC. The first 
these acts was the concession agreement between TPC (Turkish Petro! 
Co.) (later IPC) and the lraq Government of Mareh 14, 1925, which made j 
practically impossible for a nonmember of IPC to obtain a lease or concession 
in the areas that were to be opened for competitive bidding. Competitio 
these areas was changed from public or auction bidding to sealed bidding 
IPC given the authority to open the sealed bids and make the awards. [: 
original open-door plan, [PC had been prohibited from bidding on plots to by 
offered at public auction. This prohibition, however, was omitted from the 1925 
concession agreement. Thus, IPC was enabled to outbid any outsider, si) 
(a) under the concession agreement all proceeds from bidding were to go to I) 
and (b) IPC had the right, upon meeting any submitted bid, to award the con- 
cession to itself. 

During the period between 1922, when the open-door policy was first adva: 
and 1927, when it was in the process of being discarded, radical changes took 
place in the world oil situation. The fears of an oil shortage which were so wice- 
spread in 1922 were drowned in a surplus of oil. Instead of competing for t 
development of oil resources, the international companies turned their atten! 
to limiting output and allocating world oil markets. 


As a corollary to the FTC report, the Monopoly Subcommittee 
published a memorandum from the Mutual Security Agency entitled 
“ECA and MSA Relations With International Oil Companies Con- 
cerning Petroleum Prices.’”’ This memorandum traces the influence 
allegedly exerted by five American oil companies on the structure of 
international oil prices. It also details the efforts by ECA and MSA 
to force reductions in the oil prices charged to countries receiving 
American economic assistance. 


ROLE OF COMPETITION IN COMMERCIAL AIR TRANSPORTATION 


The final report received by the Monopoly Subcommittee during the 
year was that prepared by the Civil Aeronautics Board on The Role 
of Competition in Commercial Air Transportation.® According to 
the CAB, the report attempts to describe the historical development 
of the air transport system in the United States, and to indicate 
insofar as possible the present status of the Board’s ‘approach to com- 
petition in air transportation. 

In the view of the Board, the Civil Aeronautics Act permits new 
services and new enterprises only if the benefits ‘outweigh the detri- 
mental effects that would flow from them.” The Board saw its 


* The Role of Competition in Commercial Air Transportation, Subcommittee Print, No. 9, Report of 
the Civil Aeronautics Board, submitted to the Subcommittee on Monopoly of the Senate Small Bu 


Committee, 82d Cong., 2d sess Novem ber 24, 1952. 
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funetion as that of ‘maintaining an equilibrium between the two basic 
policies contained in the act—that of controlling the air transport 
industry along the traditional lines of public utility regulation and 
that of promoting and fostering air transportation.” 

The CAB claims throughout its existence to have “favored and 
promoted competition” and says that under its decisions ‘‘competi- 
tion in air transportation has increased greatly”’ to the extent that the 
CAB has even been labeled guilty of authorizing unwarranted amounts 
of new competition to the detriment of a sound transportation system. 
The report discusses competition in the various fields of the aviation 
industry —domestic passenger service, domestic cargo service, inter- 
national passenger service, and inte national cargo service. 

In discussing the role competition will play in civil aviation in the 
future, the CAB set forth the standards it will use in granting new 
operating authority: 

With an airline network as comprehensive as that now in existence in the 
don estic, overseas, and foreign field and offering competition in the major com- 
petitive areas it is likely that there will be few, if any, opportunities in the fore- 
seeable future for the entry of new companies proposing to operate services of the 
same nature and type as those now conducted by existing carriers and largely 
juplicating existing services. This is not to say that there will be no opportunities 
for new companies in air transportation. * * * 

\t the present time, the most likely areas for the authorization of new services 
by companies not now holding certificates are in the United States-Europe- Middle 
East cargo case, the North Atlantic certificate renewal case, and the large irregular 
carrier investigation now pending before the Board, and in the United States- 
\laska investigation that will be instituted in the fall of 1952. 


CONCLUSION 


The launching of a new and vigorous campaign during 1952 to 
weaken—and even to destroy—Government antitrust activities 
underscored the timeliness and importance of your committee’s 
current inventory of our competitive system as it affects small busi- 
ness. The campaign took many forms—publicity drives in the press 
reports from official Government advisory committees; elimination of 
the small-business unit of an enforecment agency; efforts to suppress 
factual studies; and, most damaging of all, in the words of Senator 
Long, through cutting the budgets of the agencies responsible for 
enforcement of antitrust legislation. 

The continuous and sustained vigilance needed to keep our com- 
petitive system free and to insure a healthy climate for the growth 
and development of all business—big, as well as small—was set forth 
by the late Senator Kenneth S. Wherry when he was chairman of the 
Senate Small Business Committee: 

The competitive system sharpens the mind and intellect of the businessman. 
It is such a system that has made the United States the greatest commercial 
nation of all time. But the competitive system needs safeguards to prevent 
monopoly. Congress provided for that initially over 50 years ago with the passage 
of the Sherman Antitrust Act, and since by appropriate amendments such es the 
Clayton Act and the Robinson-Patman Act. Monopoly can be created initially 
by an illegal conspiracy or fastened upon an industry whose raw material supy ly 
can be cornered or controlled, privately or ostensibly in the public interest. 
When the Government regulates the supply the tendency of monoy oly to increase 
its hold on an industry is intensified. Vigilant enforcement of existing laws, and 


constant study of the need for new legislation-designed to free the channels of trade 
from artificial obstructions, is most essential. * * *,19 


—_—_ 

Oil Supply and Distribution Problems, S. Rept. No. 25, Finel Report of the Special Committee to 
Study Problems of American Small Business, U. 8. Senate, 80th Cong., Ist sess., pursuant to 8S. Res. 20 
SOth Cong.), Jan. 31, 1949, p. 28. 
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APPENDIX A 


MEETINGS AND HEARINGS OF SELECT COMMITTEE ON SMALL Business, Unirep 
States SENATE, 82D CONGRESS, 2D SEssION 


1952 


Jan. 
Jan. 
Jan. 
Jan, 
Jan. 


Feb. 


Feb. 
Feb. 
Feb. 
Feb. 


Feb. 


Mar. 
Mar. 


Mar. 
Mar. 
Mar. 
Mar. 
Mar. 
Mar. 
Mar, 
Mar. 
Mar. 
Mar. 


Mar. 
Mar. 


Apr. 
Apr. 


Apr. 
Apr. 
Apr. 
Apr. 


14. 
23. 
24. 
30. 


31. 
4. 


Luncheon meeting of full committee (to meet Telford Taylor of SDP4), 

Executive meeting, Newsprint Subcommittee. 

Executive meeting, full committee to consider 1952 program. 

Hearing, Subcommittee on Mobilization and Procurement—Landing 
gear struts, plant expansion. 

Hearing, Subcommittee on Mobilization and Procurement—Landing 
gear struts, plant expansion. 

Executive meeting, full committee to hear Charles Wilson, Director, 
Defense Mobilization, and John D. Small, Chairman, Munitions 
Board. 

Hearing, Subcommittee on Mobilization and Procurement—Adminis- 
tration of Public Law 921, 81st Congress. 


. Hearing, Subcommittee on Mobilization and Procurement—Adminis- 


tration of Public Law 921, 81st Congress. 


. Hearing, Subcommittee on Mobilization and Procurement— Machine 


tools. 


. Hearing, Subcommittee on Mobilization and Procurement— Machine 


tools. 


. Hearing, Subcommittee on Mobilization and Procurement— Machine 


tools. 


. Hearing, full committee—Aluminum supply. 
. Hearing, Subcommittee on Mobilization and Procurement— Machine 


tools. 


. Hearing, Subcommittee on Mobilization and Procurement— Machine 


tools. 


. Hearing, Subcommittee on Mobilization and Procurement— Machine 


tools. 


. Hearing, Subcommittee on Taxation, Bridgeport, Conn. 
. Hearing, Subcommittee on Taxation, Newark, N. J. 
. Hearing, Subcommittee on Mobilization and Procurement— Machine 


tools. 


. Hearing, Subcommittee on Mobilization and Procurement— Machine 
’ 


tools. 


. Hearing, Subcommittee on Mobilization and Procurement— Machine 


tools. 


. Hearing, Subcommittee Mobilizatio d Procurement— Machi 
Hearing, Subco ttee on Mobilization and Procu nt— Machine 


tools. 


. Hearing, Subcommittee on Mobilization and Procurement—Placing 


of contracts in surplus labor areas. 


. Hearing, Subcommittee on Rubber—Rubber program, 
. Hearing, Subcommittee on Rubber—Rubber program. 


Hearing, Subcommittee on Taxation, Los Angeles, Calif. 


. Hearing, Subcommittee on Mobilization and Procurement— Machine 


tools, 

Hearing, Subcommittee on Mobilization and Procurement— Machine 
tools. 

Executive meeting, full committee to consider newsprint report. 


. Hearing, Subcommittee on Taxation, Minneapolis, Minn. 
. Hearing, Subcommittee on Taxation, Birmingham, Ala. 
. Hearing, Subcommittee on Mobilization and Procurement—Use of 


unauthorized aluminum in the storm-window industry. 
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\MerTiNGs AND HEARINGS OF SELECT CoMMITTEE ON SMALL Busrness, UNITED 
StaTEs SENATE, 82p CONGRESS, 2D SEsston—Continued 


Hearing, Subcommittee on Mobilization and Procurement—Use of 
unauthorized aluminum in the storm-window industry. 

Hearing, Monopoly Subcommittee— Monopolistic practices and small 
business, Federal Trade Commission report. 

Hearing, Subcommittee on Mobilization and Procurement—Small 
business participation in military procurement. 

Hearing, Subcommittee on Mobilization and Procurement—Small 
business participation in military procurement. 

Hearing, Monopoly Subcommittee—Distribution of steel, 1949-50, 
report of Federal Trade Commission. 

Hearing, Subcommittee on Mobilization and Procurement—Small 
business participation in military procurement. 

Hearing, Subcommittee on Mobilization and Procurement—Small 
business participation in military procurement. 

Hearing, Subcommittee on Mobilization and Procurement—Small 
business participation in military procurement. 

Hearing, Subcommittee on Mobilization and Procurement—Small 
business participation in military procurement. 

Hearing, Subcommittee on Taxation, Chicago, II. 

Hearing, Subcommittee on Monopoly—<Antitrust laws and current 
problems of antitrust enforcement, Report of Department of Justice. 

Hearing, Rubber Subcommittee—Complaint of the rubber reclaiming 
industry. 

Executive meeting of full committee to discuss summer and fall pro- 
gram. 

Hearing, Subcommittee on Taxation, Cleveland, Ohio. 

Hearing, Subcommittee on Monopoly—State Department Report— 
Foreign legislation concerning monopoly and cartel practices, 
Assistant Secretary of State Willard Thorpe testifying. 

Hearing, Subcommittee on Monopoly—Public Utility Holding Com- 

any Act of 1935. Paul Rowen, member of the Securities and 
“xchange Commission, testifying. 


ApPENDIx B 


List or Pusiications Issuep BY THE SELECT COMMITTEE ON SMALL Business, 
Unitep States SENATE, 82p CONGRESS, 2D SESSION 


HEARINGS 


Small Business Participation in Military Procurement, No. 3: Plant expansion, 
part I, Air Force program on landing gear struts. January 30 and 31, 1952. 
Machine-Tool Shortages: The impact of machine-tool shortages on small manu- 
facturers. February 27, 28, and 29, March 10, 11, 12, 14, 17, 18, and 19, and 

April 1 and 2, 1952. 

Small Business Participation in Military Procurement, No. 4: Administration of 
Public Law 921, 81st Congress, an act whereby the Department of Defense 
received authority to grant relief to contractors suffering hardships under fixed- 
price contracts. February 13 and 14, 1952. 

Aluminum Supply: Outlook for small aluminum fabricators. March 7, 1952. 

Defense Manpower Policy No. 4: The implementation of defense manpower policy 
No. 4, issued February 7, 1952, by the Director of Defense Mobilization, and 
its impact on small business. March 20, 1952. 

Tax Problems of Small Business, Part I: Impact of Federal tax programs on small 
business concerns: 

March 13, 1952, Bridgeport, Conn. 
March 14, 1952, Newark, N. J. 
March 28, 1952, Los Angeles, Calif. 
April 4, 1952, Minneapolis, Minn. 
April 10, 1952, Birmingham, Ala. 
May 15, 1952, Chicago, Ill. 

Tax Problems of Small Business, Part II: Impact of Federal tax program on small 
business eoneerns: July 15, 1952—Cleveland, Ohio. 

Rubber Program: The conduct of the rubber program. March 27 and 28, 1952. 
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Use of Unauthorized Aluminum in the Storm-Window Industry. April 21 and 29 
1952. 

Military Procurement, No. 5: Participation of small business in military proeype. 
ment. April 28 and 29, May 2, 5, 6, and 8, 1952. 

Monopoly and Cartels, Part I: The impact of monopoly and cartel prac: 
small business. April 23 and 29, May 23, July 16 and 17, 1952. 


REPORTS 


No. 1068. Annual Report of the Select Committee on Small Business, 
States Senate. January 21, 1952. 

No. 1141. The Gray Market in Steel: Impact of gray market in steel on smal 
manufacturers and fabricators. January 31, 1952. 

No. 1404. Newsprint for Tomorrow: Report and conclusions of the Select Com- 
mittee on Small Business, including individual views of Senat 
Thye and statement of Senator Schoeppel. April 7, 1952 

No. 1459. The Administration of Public Law 921, 81st Congress, April 16 

No. 1597. Defense Production Pools. May 26, 1952. 

No. 1860. The Unauthorized Use of Aluminum in the Storm-Window Indu 
June 27, 1952. 

No. 1988. Machine-Tool Shortages: Impact of machine-tool shortages on s 
manufacturers. June 30, 1952. 

No. 2070. Military Procurement: Participation of small business in military 
procurement. July 2, 1952. ’ 


COMMITTEE PRINTS 


. 1. Monopolistie Practices and Small Business: Staff 1eport to the Federal 
Trade Commission for the Subcommittee on Monopoly of the Select 
Committee on Small Business, United States Senate. March 31. 1952. 

The Distribution of Steel Consumption, 1949-50: Report of the Federal 
Trade Commission to the Subcommittee on Monopoly of the Select 
Committee on Small Business, United States Senate. March 31, 1952, 

A Study of the Development of the Antitrust Laws and Current Problems 
of Antitrust Enforcement: Report of the Department of Justice to the 
Subcommittee on Monopoly of the Select Committee on Small Business 
United States Senate. May 23, 1952. 

The Public Utility Holding Company Act of 1935: Report of the Securities 
and Exchange Commission to the Subcommittee on Monopoly of the 
Select Committee on Small Business, United States Senate. June 3, 
1952. 

Foreign Legislation Concerning Monopoly and Cartel Practices: Report 
of the Department of State to the Subcommittee on Monopoly of the 
Select Committee on Small Business, United States Senate. July 9, 
1952. 

The International Petroleum Cartel: Staff report to the Federal Trade 
Commission submitted to the Subcommittee on Monopoly of the Select 
Committee on Small Business, United States Senate. August 22, 1952. 

Concentration of Banking in the United States: Staff report to the Board 
of Governors of the Federal Reserve System, submitted to the Sub- 
committee on Monopoly of the Select Committee on Small Business, 
United States Senate. September 10, 1952. 

The Cost and Availability of Credit and Capital to Small Business: Staff 
report the Board of Governors of the Federal Reserve System, sub- 
mittea to the Subcommittee on Monopoly of the Select Committee on 
Small Business, United States Senate. October 30, 1952. 

The Role of Competition in Commercial Air Transportation: A report 
by the Civil Aeronautics Board, submitted to the Subcommittee on 
Monopely of the Select Committee on Small Business, United States 
Senate. November 24, 1952. 


JOINT COMMITTEE PRINT 


The Third World Petroleum Congress: A report to the Select Committee on 
Small Business, United States Senate, and the Select Committee on Small 
Business, House of Representatives. 
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LOYALTY CHECKS OF SENATE EMPLOYEES 


Marcu 2, 1953.—Ordered to be printed 


Mr. Jenner, from the Committee on Rules and Administration, 
submitted the following 


REPORT 
ra [To accompany 8S. Res. 16] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 16) to provide for loyalty checks on Senate 
employees, having considered same, report favorably thereon with 
amendments and recommend that the resolution, as amended, be 
agreed to by the Senate. 

3 This resolution provides in modified form the same check for Senate 
' employees as to lovalty that now applies to the employees in the 
executive departments. It does not, however, specifically require any 
9, & form of clearance in advance of Senate employment, nor does it make 

' that clearance a condition of continued employment. Full field or 
background investigations of anyone, such as are reserved in the exec- 
‘9 fp utive agencies for employees appointed to sensitive positions, are not 
rd J contemplated by this resolution nor believed necessary. 

Under its terms, name checks for employees and prospective em- 
ployees of the Senate shall be made with the Federal Bureau of In- 
ff vestigation by the emploving Senator, committee, or officer of the 
h- J Senate. If this name check shows information derogatory to the 
mn lovalty of the individual concerned, then the appointing officer shall 
take any additional steps he considers necessary to clarify the loyalty 
1 of that person. The extent of this clarification is not stipulated and, 
es & for that reason, shall be left to the discretion of the Senator, committee, 

or officer of the Senate. 
In the case of an employee already on the payroll, this resolution 
also specifies that only a name check shall be made. Where such 
: check develops adverse informatien, it will still be up to the Senator, 
; committee, or officer of the Senute to take the additional steps of 

further investigation and action. 

This committee amended the resolution in two small respects, one, 
' by striking out the requirement that a name check should be had 
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with the Committee on Un-American Activities of the House of Rep. 
resentatives; and, secondly, that a similar check should be made with 
the Central Intelligence Agency. Effective liaison, existing between 
these and other security agencies and the Federal Bureau of Investi- 
gation, was believed sufficient to insure that all information required 
could be provided from the Bureau to the Senate when necessary, 
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INVESTIGATION OF THE POSTAL SERVICE 
MaRcH 2, 1953.—Ordered to be printed 


\lr. JENNER, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany 8. Res. 49] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 49) to investigate certain matters respecting 
postal rates and charges in handling certain mail matter, having 
considered same, report favorably thereon with amendments and 
recommend that the resolution as amended, be agreed to by the 
Senate. 

This resolution authorizes the expenditure of $100,000 for a general 
nvestigation of the Post Office Department and the postal service 
itil January 31, 1954. 

Amendments offered by the Committee on Rules and Administr 
tion were perfecting in nature and were designed (@) to insure that the 
cutoff date for the investigation would be January 31, 1954, (6) that 
the Committee on Rules and Administration would have the final 
approval of any written agreements which the Senate Committee on 
Post Office and Civil Service might consummate with firms or organi- 
zations undertaking supplemental studies on a contractual basis 
pursuant to this resolution for that committee, (¢c) that the services of 
executive personnel on loan to the Committee on Post Office and Civil 
Service under this investigation would be on a reimbursable basis for 
salary only, and, (d) that the advisory council, authorized to be 
appointed under the resolution to the Committee on Post Office and 
Civil Service should not comprise more than 10 persons. 

oe ” general purposes of the investigation and study proposed 
y this resolution are set forth in Report 41 issued by the Committee 
on Post Office and Civil Service on February 16, 1953 

A proposed budget of expenditures for the $100,000 authorized 


herein, subm itted by the Committee or Post Office and Civil Service 
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and approved by the Committee on Rules and Administration, 
together with a covering letter are as follows: 
Unirep States SENATE, 
CoMMITTEE ON Post OFFice, AND CIVIL SERVICE, 
February 24, 1958. 
Mr. Wiiuram F. BooKWALrTer, 
Chief Clerk, Rules and Administration Committee, 
Senate Office Building, Washington, D. C. 

Dear Mr. Bookwattrer: Senate Resolution 49, authored by Senator Frank 
Carlson and cosponsored by Senator Olin D. Johnston, has been favorably re- 
ported to the Senate by the Senate Post Office and Civil Service Committee, 

We understand, therefore, that this resolution will be before the Senate Rules 
and Administration Committee at an early date. 

We are attaching hereto an estimated budget to February 1, 1954, for the 
Senate Post Office and Civil Service Committee Study of the Postal Service, 
pursuant to Senate Resolution 49, 

I am sending a copy of this budget to you for your study and consideration, 

Sincerely yours, 
FraNK A. PASCHAL. 
Chief Clerk and Staff Director. 


Estimated budget to Feb. 1, 1954, for the Senate Post Office and Civil Service 
Committee study of the postal service pursuant to S. Res. 40 


Fees: Management-engineering and accounting firms (by contract)... $40, 000 
Salaries for personal services: 
3 staff positions as consultants, technicians and rate experts with 
average salaries amounting to $9,000 each_- - -- -- 27, 000 
4 stenographers with average salaries of $4,500 each 
Miscellaneous expenditures: 
PONG DRONE 6. wiirtncbemuounancen cca nuamnemnas eee t, 000 


Travel and per diem _- Peewee 7, 000 
Telephone, telegraph, supplies, ete...------.--- 
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1st Session ' No. 52 
) STUDYING THE PALESTINIAN ARAB REFUGEE 
SITUATION 
Marcu 2, 1953.—Ordered to be printed 
\[r. Lancer, from the Committee on the Judiciary, submitted 
the following 
000 
a REPORT 
000 
[To accompany S. Res. 81] 
000 
00 oa ; a : 
oan [he Committee on the Judiciary, to which was referred the resolu- 
— f tion (S. Res. 81) to study the Palestinian Arab refugee situation, 
000 having considered the same, reports favorably thereon without 


amendment and recommends that the resolution do pass. 


STATEMENT 


The 1 million Palestinian Arab refugees who have been displaced 
from their homes by military operations today constitute a focal 
point for the unsettled condition of the Middle East, which, in turn, 
is a focal point in the global struggle between the world Communist 
conspiracy and the western democracies. 

Senate Resolution 326 of the 82d Congress, 2d session, agreed 
to June 21, 1952, authorized and directed the Committee on the 
Judiciary, or any duly authorized subcommittee thereof, to conduct 
a thorough and complete study, survey, and investigation of the 
problems 1 in certain Western European nations created by the flow of 
escapees and refugees from Communist tyranny. The subcommittee 
created pursuant to said Senate Resolution 326 is actively engaged 
in its study and investigation of the vital problems within its juris- 
diction. The situation in the Middle East, however, particularly the 
plight of the 1 million Palestinian Arab refugees, is such that to 
neglect it is to imperil the stability of the free world. Thus far, many 
millions of dollars have been contributed by the Government of the 
United States and by voluntary contributions by the people of the 
United States for the relief of the Palestinian Arab refugees. It 
would appear that, with the vital stakes of this Government in the 
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Middle East, it is highly desirable for a congressional committee to 
acquire firsthand, on-the-scene information respecting the situation, 

The jurisdiction of the Committee on the Judiciary is clearly 
established, not onlv because of the relationship between the Pales. 
tinian Arab refugee situation and the escapee and refugee situation 
in Western Europe, which is already the subject of a study and 
investigation, but also beeause of the intimate relationship between 
the Palestinian Arab situation and the ever-increasing pressures on 
the immigration system of the United States. 

The proposed budget from March 1, 1953, through February 28. 
1954, for the study and investigation of the Palestinian Arab refugee 
situation is as follows: 


Proposed budget, Palestinian Arab Refugee Subcommittee, Mar. 1, 1953, through 
Feb. 28, 1954 


seid Jross ynthly 
Number Base ur | Monthly 


ilary salary salary 


The committee, after consideration of all the facts in the « 
the opinion that the resolution (S. Res. 81) should be agreec 
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Marcu 2, 1953.—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany S. 56] 


The Committee on the Judiciary, to which was referred the bill 
S. 56) for the relief of Erich Anton Helfert, having considered the 
same, reports favorably thereon without amendment and recommends 
that the bill do pass. 


Is Of 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Erich Anton Helfert. The bill provides for an 
appropriate quota deduction and for the payment of the required visa 
ee. 

STATEMENT OF FACTS 


The beneficiary of the bill is a 20-year-old native of Czechoslovakia 
and citizen of Germany who last entered the United States on August 
23, 1950, as an exe hange student. He attended the School of Jour- 
nalism at the University of Nevada until June 1951. He is presently 
employed by the Martin Iron Works owned by Martin G. Se -hwamb, 
ec his services are said to be needed in the interests of the defense 
et ort 

A letter witb attached memorandum, dated April 15, 1952, to the 
chairman of the Senate Committee on the Judiciary from the Deputy 
Attorney General with reference to 5. 1946, which was a bill intro- 
duced in the Eighty-second Congress for the relief of the same alien, 
reads as follows: 
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APRIL 15, 195 
Hon. Par McCarran, 
Chairman, Commitiece on the Judiciary, 
United States Senate, Washing‘on, D. C. 

My Dear Senator: This is in response to your request for the views of ¢] 
Department of Justice relative to the bill (S. 1946) for the relief of Erich Anto, 
Helfert, an alien exchange student. The bill would grant Mr. Helfert permanent 
residence in the United States. 

\ memorandum prepared by the Immigration and Naturalization Service of 
this Department setting forth the facts in the case is attached. 

The quota of Czechoslovakia, to which Mr. Helfert is chargeable, is over. 
subscribed and an immigration visa is not readily obtainable. The record faijs 
to present any facts which would justify granting him a preference over other 
aliei s who also desire to obtain the benefits of residence in the United States, by 
who in compliance with law, remain abroad and await their regular turns { 
issuance of immigration visas. It may be noted that Mr. Helfert, even after | 
had decided to try to remain in the United States permanently and had contacted 
an .\merican consul for that purpose, continued to accept funds provided him | 
the United States Government with the understanding that he was to return 
Germany. 

To grant Mr. Helfert the extraordinary relief of exemption from the operatio 
of the general provisions of the immigration laws by special legislation would, i: 
effect, be to reward him for failing to return to Germany as he knew he was ex- 
pected to do when he was awarded the United States Government scholarship 
In enacting Public Law 402, referred to in the attached memorandum, the Con- 
gress intended that all exchange students be required to return to their homeland 
even going so far as to make them ineligible for the relief of suspension of deporta 
tion. 

Accordingly, this Department is unable to recommend enactment of th 
measure. 

Sincerely, 


e 


\. Devirr VANECcH, 
Depu'y Attorney Genera 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
Service Fires Re Eritcw ANTON HELFERT, BENEFICIARY OF S. 1946 


Mr. Helfert was born on May 29, 1931, in Czechoslovakia, and is a citizen of 


Germany. Me. Helfert, who is unmarried, arrived in the United States at \i 

York on August 23, 1950, and was admitted as a student to August 22, 195] 
His application for an extension of stay has been denied. Mr. Helfert entered 
the United States pursuant to the United States Information and Educations 
Exchange Act of 1948 (22 U. S. C. 1446; Public Law 402, 80th Cong.) whiel 
provides for the interchange of students and others between the United States 
and other countries for the purpose of promoting a better understanding of the 
United States in other countries. 

Mr. Helfert attended high school at Neuberg, Bavaria, United States Zone of 
Germany. While employed by the New {Neuberg newspaper after graduation hi 
applied for and received a scholarship offered by the United States High Com- 
mission in Germany under the foreign exchange student program. In June 1950 
the Institute of International Education, New York, N. Y., which administers 
funds for the United States Department of State, wrote to Mr. Helfert that hi 
had been admitted to the University of Nevada for the academic year 1950-5! 
and that in order to fulfill the purpose of the award being given him he was 
expected to return to Germany after the completion of 1 year in the United States 
Mr. Helfert attended the School of Journalism, University of Nevada, frou 
September 1950 to June 1951. The Institute of International Education paid 
for all of Mr. Helfert’s expenses, including travel, school fees, room, board 
clothing, books, and spending money. From February 1951 until the end of 
the school year Mr. Helfert was employed part time by the Martin Iron Works 
Reno, Nev. Since the end of the school year in June 1951, he has been employed 
full time by this concern as a mechanie’s helper at a salary of $248.40 per mont! 
He resides rent-free in Reno at the home of Mr. Martin Schwamb, the owner o/ 
the Martin Iron Works. Felix Kortschak, the proposed beneficiary vof 8. 1947 
who entered the United States as an exchange student in 1950, is now also 
employed by and resides in the home of Mr. Schwamb. 
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Helfert stated that he was required to join the Hitler Youth when he 
10 years of age and continued as a member until he reached the age of 
14vears. He has no relatives in the United States. His father is deceased. His 
r resides in eae Bavaria, Germany, and is supported by a pension 

rom her late husband’s former employer. According to Mr. Helfert, soon after 
his arrival in the United States he decided that he would like to remain here 
anently and he contacted an attorney and several members of the university 
faculty for advice as to how to proceed to secure permane nt residence in the 








at United States. He also contacted the United States consul at Vancouver, British 
; ( mbia, Canada, and was notified on January 16, 1951, that the quota to 
. which he is chargeable was oversubscribed and that he would not be one 
rk to reaister at an American consular office while residing in the United State 
‘cording to the Department of State, Mr. Helfert, who was sche dale d to return 
to Germany on September 5, 1951, did not leave but instead indicated that he was 
+} secking to remain in the United States permanently. The Department of State 
z tll r advised the Immigration and Naturalization Service as follows: 
ae The chief aim of the German exchange program under which Mr. Helfert was 
| : : brought to the United States is to make it possible for German citizens to gain an 
ea tanding and appreciation of democratic ideals and principles, so that when 
ther return home they may assist in the democratic growth of that country. 
bs Germany has an urgent need for young’ people with the ability and enthusiasm to 
ae help to rebuild Germany in the democratic mold. Those who have had an oppor- 
yn tunity to visit the United States can be of great assistance to Germany by testify- 
ng to the falseness of the propas anda which the Communists are now spreading 
a, Germany concerning the United States and democracy in general. Because 
ond ( any needs young eecateles citizens so desperately, the Department and 
rta- the Office of the United States High Commissioner for Germany require all 
; German Government sponsored students to return to Germany within one calendar 
the year from the date of their arrival. We hope that these students will return home 
with a sineere desire to aid Germany. 
lhe Congress appropriated funds for the German program for the purpose of 
reorienting Germany to a democratic way of life. Therefore, if any of the students 
who come here under this program fail to return to Germany, the Government 
funds spent on such students are entirely wasted. In addition, if such students 
remain here they are using the exchange program as an immigration vehicle. 
[his was not the intent of the Congress in appropriating funds for the program, 


and the Department would be remiss in its duty if it did not make every effort to 
return these students to Germany at the end of their year of study. In Mr. 
Helfert’s case, the Department spent a total of approximately $1,700 to bring 
him here and support him throughout the academic year 1950-51. If Mr. Helfert 
joes not return to Germany, this $1,700 might better have been spent on some 
other student more conscious of his duty to return to his own country. 

; may be noted that all of these German students knew before they came to 

; United States that they would be expected to return within 1 year. Many of 





x hem would like to stay here tor a longer period, but the Department is making 
th every effort to return them home in order to achieve the program aims.” 

Senator Pat McCarran, the author of the bill, has received numerous 
ne letters of recommendation in connection with the case among which 
rs are the following: 

50 


MartTIN IRON Works, 
lers Reno, Nev., August 8, 1951. 
To Whom It May Concern; 

Erich A. Helfert and German F. Kortschak have been employed by me for 


re approximately 5 months. a) 

as Since the first of June both have worked steady, They worked part time during 
a the school months while attending the University of Nevada. They are very 
oy conscientious, reliable, and of good moral character. I have full confidence in 


1 of these two young men and believe they would make fine American citizens. 
Due to the tremendous work on hand for the defense of the United States and 
vis due to the shortage of men in Nevada I should like very much if permanent resi- 
1 dence could be granted to these two men. 
; Very truly yours, 


Martin G. ScHWAMB. 
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UNIVERSITY OF NEVADA, 
Reno, Nev., August 4, 1951. 
Senator P. A. McCarran, 
Senate Office Building, Washington, D; C. 


Dear Senator McCarran: I have been acquainted with Erich A. Helfer 
a displaced person from Czechoslovakia, since his arrival in the United States , 
year ago as an exchange student from Germany; and I am certain that, if granted 
the opportunity, he will develop into the type of American citizen we most desire 
and need. 

During his period of study at the University of Nevada, he has demonstrated 
a high degree of adaptability and a ready acceptance of our American ideals ang 
institutions. He has approached his work with enthusiasm and energy, and in a 
of his personal contacts he has demonstrated his responsibility and integrity. |, 
my opinion, he has shown an unusual degree of intellectual ability and a marked 
potentiality for leadership in student relations and in the community. 

In view of the fact that Mr. Helfert has expressed the desire to be permitted + 
remain in this country and to eventually become a citizen, I sincerely trust that t 
means may be found to enable him to effect this desire. Iam confident that ql! 
of his acquaintances of the past year in this community will gladly concur 
the above judgment and recommendation. 

Yours sincerely, 


Lawton B. King, 
Assistant Professor R 


RENO, NEv., August 4, 1951. 
The Honorable Pat McCarran, 
United States Senate, Washington, D. C. 


Dear Senator McCarran: To aid in the endeavor of Mr. Erich A. Helferi 
who has been attending the University of Nevada the past year, in obtaining his 
citizenship in our country, I wish to state that in knowing this young man the 
past school semester, he has shown a most pleasing and considerate manner at all 
times. He has been in our home several times and I feel sure that if he becomes a 
citizen of our country, he would indeed, be an asset to this district, State and 
country as well. 

It is with pleasure that I submit this recommendation to you in behalf of Erich. 

With all good wishes and kindest personal regards to you 

Sincerely yours, 
ErHet M. PARKER 
(Mrs. J. Benjamin Parker). 


City or RENo, 
Reno, Nev., August 6, 1951. 
Hon. P. A. McCarran, 
United States Senate, Washington, D. C. 


Dear Sir: It has come to my attention that Erich A. Helfert, who has been a! 
exchange student from Germany attending the University of Nevada during the 
past year, is now desirous of remaining in the United States and becoming a 
citizen. 

This young man has called at my office on numerous occasions during his sojour! 
at the University of Nevada, and I have had the pleasure of discussing with him 
many and varied subjects. He has always appeared to me to be a very forthright 
and outstanding young man and possessed of a great deal of academic ability 
He is endowed with a very friendly nature and the ability to make friends. 

I feel, if given the opportunity, he should make a very fine citizen of our countr) 

Sincerely yours, 
: F. R. Smitxa, Mayor 
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. RicHarpson Lovetock, INc., 
1, Reno, Nev., August 6, 1951. 
To Whom It May Concern: 
Mr. Erich A. Helfert has been known to me for the past 10 months, during 


fert which time he has attended the University of Nevada as an exchange student from 
eS a Germany. 
nted During this period he has been employed part time by, and has been the house 
esire guest of, Mr. and Mrs. Martin Schwamb, 1034 Humboldt Street, Reno. The 
inquestioned loyalty, patriotism, and standing of Mr. and Mrs. Sechwamb 
ated further recommend to me the habits and character of Mr. Helfert. Mr. Schwamb 
and is the owner and manager of a steel fabricating plant in this city and is a man of 
na integrity and influence in this community. He maintains a creditable home and 
lt is a member of that well-known patriotic fraternity, the Elks lodge. I am con- 
rked vinced that people of the integrity of Mr. and Mrs. Schwamb would not give 
shelter to or recommend anyone unworthy of their consideration. 
dt I join with many others in this community in urging that every effort be made 
the to permit Mr. Helfert to remain in this country permanently. He is now em- 
t all ployed by Martin’s Iron Works of this city, a concern devoting a major part of 
r in its efforts to defense work, and I consider that Mr. Helfert’s continued presence 


in this country essential to the defense effort. 
F. B. Lovetock, 
Owner and Manager. 


RENO, NEv., August 4, 1951. 
I. Senator Pat McCarRAN, 
Senate Building, Washington, D. C. 


Dear SENATOR McCarran: Erich Helfert, German exchange student, has just 


fert told me that he is going on with his plans to remain here, if possible. We feel sure 
his that the contacts which he is able to make will help us to understand better the 
the German people and their country. 

' all We have seen Erich often since last fall. He has grown to be like one of our 
es a own family. Consequently, we feel that we can truly vouch for his unusually 
and fine character. 


Chester joins me in extending kindest personal regards to you and Miss Adams. 
ich. Sincerely, 
Mrs. CHESTER A. PATERSON. 


UNIVERSITY OF NEVADA, 
Reno, Nev., August 6, 1951. 
The Honorable Pat McCarran, 
f United States Senator, Washington, D. C. 
My Dear Senator: I am writing to you on behalf of Mr. Erich A. Helfert, 
ethnical German refugee, who has been a student at the University of Nevada 


al during the last academic year and who applied to you to obtain permission for 
the permanent residence in this country. 
g 8 In my capacity as adviser for foreign students I had ample opportunity to 

become well acquainted with Mr. Helfert and I am happy to recommend him 
urn to you without any reservations. He is a young man of excellent character and 
lim good morals who is thoroughly imbued with the ideas of democracy. It is my 
ght honest opinion that Mr. Helfert would make a fine citizen of this country and that 
ity he would never become a liability to anyone. 

Respectfully yours, 

ri C. F. Metz, 


Chairman, Department of Foreign Languages. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 56) should be enacted. 
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MARCH 2, 1953.—Ordered to be printed 





Mr. Laneer, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany 8S. 59] 


The Committee on the Judiciary, to which was referred the bill 
(S. 59) for the relief of Felix Kortschak, having considered the same, 
reports favorably thereon without amendment and recommends that 
the bill do pass. 

PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Felix Kortschak. The bill provides for an 
appropriate quota deduction and for the payment of the required visa 
ee. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 25-year-old native and citizen of 
Austria who was admitted to the United States on September 5, 1950, 
as an exchange student. He received his degree at the School of 
Business Administration at the University of Nevada in June 1951. 
He is now employed by the Martin Iron Works in Reno, Nev., where 
his services are said to be needed in the interests of the defense effort, 
and he resides with his employer, Martin G. Schwamb, and his wife. 

A letter with attached memorandum dated March 19, 1952, to the 
chairman of the Senate Committee on the Judiciary from the Deputy 
Attorney General with reference to S. 1947, which was a bill introduced 
in the Kighty-second Congress for the relief of the same alien, reads as 
follows: 
26007 
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Marca 19, 1952 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 1947) for the relief of Felix Kortschak 
an alien exhange student. The bill would grant Mr. Kortschak permanent 
residence in the United States. 

A memorandum prepared by the Immigration and Naturalization Service 
this Department setting forth the facts in the case is attached. 

The quota of Austria, to which Mr. Kortschak is chargeable, is oversubscribed 
and an immigration visa is not readily obtainable. The record fails to presen 
any facts which would justify granting him a preference over other aliens wh, 
also desire to obtain the benefits of residence in the United States, but who ji 
compliance with law, remain abroad and await their regular turns for the issuance 
of immigration visas. To grant Mr. Kortschak the extraordinary relief of 
exemption from the operation of the general provisions of the immigration laws 
by special legislation would, in effect, be to reward him for repudiating his agre- 
ment to return to Austria, on the basis of which he was provided with funds by, 
this Government and was admitted into this country. In enacting Public Lay 
402, referred to in the attached memorandum, the Congress intended that all 
exchange students be required to return to their homeland even going so far as 
to make them ineligible for the relief of suspension of deportation. 

Accordingly, the Department of Justice is unable to reeommend the enactment 
of this measure. 

Sincerely, 
A. Devitt VANECH, 
Deputy Attorney Genera 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
Service Fires Re Fevrx KortscHak, BENEFICIARY OF 8. 1947 


Mr. German Felix Kortschak, a native and citizen of Austria who is unmarried, 
was born on April 5, 1927. He last entered the United States at the port of 
New York on September 5, 1950, and was admitted as a temporary visitor 
exchange student to September 4, 1951. His application for an extension of 
stay has been denied. His visitor’s visa was issued pursuant to the United 
States Information and Educational Exchange Act of 1948 (22 U. S. C. 1446 
Public Law 402, 80th Cong.), which provides for the interchange of students and 
others between the United States and other countries for the purpose of pro- 
moting a better understanding of the United States in other countries. 

Through the Institute of International Education, New York, N. Y., \r 
Kortschak applied for and received a scholarship to the University of Nevada 
for 1 year. The Institute of International Education, which administers funds 
for the Department of State, paid Mr. Kortschak’s travel expenses and provided 
him with $100 for clothing and books. Mr. Wallace McPhail, Sparks, Ney 
whom Mr. Kortschak had met in Austria in 1950, agreed to take care of all other 
expenses incurred by Mr. Kortschak for 1 year, including university fees and 
spending money. Mr. McPhail stated in September 1951, that he believes | 
would not have sponsored Mr. Kortschak had he known that Mr. Kortschak would 
ultimately try to remain in the United States. Mr. McPhail further stated that 
the purpose for which Mr. Kortschak was admitted to this country as an exchang¢ 
student would be defeated if Mr. Kortschak is allowed to remain here. 

The Department of State has furnished the following information: Mr. Kort- 
schak was scheduled to return to Austria on September 5, 1951, aboard thy 
steamship Washington but failed to depart. He is one of more than 200 Austriat 
students, teachers, and national leaders brought to the United States during 
the past year under the Austrian exchange program. The chief aim of this 
program is to make it possible for Austrian citizens to gain an understanding and 
appreciation of democratic ideals and principles, so that when they return home 
they may assist in the democratic growth of Austria. Those who have had an 
opportunity to visit the United States can be of great assistance to Austria by 
testifying to the falseness of the propaganda which the Communists are now 
spreading in Austria concerning the United States and democracy in gener 
It is hoped that these students will return home with a sincere desire to aid 
Austria. The Congress appropriated funds for the Austrian program for 
purpose of reorienting Austria to a democratic way of life. Therefore, if any of th 
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students who come here under this program fail to return to Austria, the Govern- 
nent funds spent on such students are entirely wasted. If such students remain 
ere they are using the exchange program as an immigration vehicle. This was 


the it the intent of Congress in appropriating funds for the program. All of those 
lak. students before they came to the United States knew that they were expected to 
lent return to their own countries within 1 year. 

(According to the Department of State, before leaving Austria Mr. Kortschak 
e of signed an agreement which reads as follows: 

“T understand that my visit to America is for 1 year of study; 1 year only 
bed I fully understand that this year of study is not to be extended. 
sent I shall decline all invitation to remain beyond this year as the guest of Ameri- 
who eans or American institutions and shall discourage any and all well-meaning 
) j Americans who present such proposals to me by informing them immediately 
nee that I have signed this agreement and have given my word of honor that I would 
of return to my homeland at the end of this 1 year of study in the United States.” 
aws \Mr. Kortschak received a degree at the School of Business Administration, 
ree- University of Nevada, in June 1951. He was employed by the Martin Iron 
by Works, Reno, Nev., part time from February 1951 to June 1951. He has been 
saw working full time for this concern as a clerk at a salary of $248.40 per month 
all since June 1951. Mr. Kortschak lived with Mr. McPhail in Sparks, Nev., until 
P as January 1951, when he moved to a dormitory at the University of Nevada. 

Since June 1951, he has been living in Reno rent free at the home of Mr. Martin 

ent Schwamb, the owner of the Martin Iron Works. Erich Anton Helfert, the pro- 


posed beneficiary of S. 1946, who entered the United States in August 1950, as 

an exchange student, is now also employed by and resides in the home of Mr. 
Schwamb. 

Mr. Kortschak advised that he became a member of the Hitler Youth in 1939 

or 1940 as all children in Nazi-occupied countries were required to join. He 

ION further advised that he was in the Reich Labor Service until he was drafted into 

the German Army at the age of 17 years. He said that he fought against the 

Allies for about 2 months until his capture by the United States Armed Forces, 


ied, He was released after 4 months imprisonment upon the conclusion of hostilities 
ol between Germany and the Allies. His parents reside in Austria. Mr. Kortschak 
tor stated that through membership in the Association of German Doctors, his father 

= could probably be considered a member of the Nazi Party. He further stated 
ted that his father is now practicing medicine in Austria and would not be allowed to 


4h 


do so if he had been an active Nazi. 


RICHARDSON Lovetock, INé 
Reno, Nev., August 6, 1951. 

To Whom It May Concern: 

Mr. German F. Kortschak has been known to me for the past 10 months, at 
\ which time he entered the University of Nevada as an exchange student from 
her Germany and during this period he has been the house guest of Mr. and Mrs 

1 Martin Schwamb, of 1034 Humboldt Street, Reno. The unquestioned patriotism 
he and standing of Mr. and Mrs. Schwamb in this community further reeommend 
uld Mr. Kortsehak as to his habits and character. 
He was an honor student at the university, and now holds a position as 











nge accountant with Martin’s Iron Works of this city. In view of the fact that 
Martin’s Iron Works devotes much of its effort to manufacturing products for 
irt- the defense of this country, I would consider the services of Mr. Kortschak as 
the essential to the defense effort. 
ial It is mv understanding that Mr. Kortschak will be required to return to 
ing Germany unless special consideration be granted for his permanent residence in 
his this country. I subscribe to the theory that this country has been made strong 
und by the type of foreign stock of which Mr. Kortschak is obviously representative, 
n and I urgently request that he be granted permission to remain here and be 
an permitted to attain citizenship. 
by § F. B. Love.ock, 


Owner and Manager. 
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UNIVERSITY OF NEVADA, 
DEPARTMENT OF Economics, BUSINESS AND Socronoey, f the 
Re no, Nev.. June 19 
To Whom It May Concern: 

It is my pleasure to recommend to you Mr. German F. Kortsechak. \f; 
Kortschak was a member of my accounting classes and a frequent visitor 
office. I therefore feel aualified to express the opinions set forth 

Mr. Kortschak studied cost accounting and auditing under me and in | 
courses was rated second highest in the class. This is a greater achievement | 
is apparent for he was working under the handicap of foreign terminolog: 
environment. I did not feel it necessary to correct for this factor. 

In cost accounting we covered the standard courses in job order, pri 
estimated, and standard cost. Mr. Kortschak was well ahead of the class o1 
theory involved 

In auditing, Mr. Kortschak easily surmonnted the differences in acco 
technique as practiced here, to complete a long and involved audit practic 
working mostly on his own. 

I have found Mr. Kortschak to be sincere in his efforts and conscientious j 
detail of his work. He is thorough and often goes further into his subjeet or wor 
than he is required to do. 

Ir. Kortschak has been very cooperative and interested; he has accept 
work assigned without question and has never failed to complete the required 

Talking to Mr. Kortschak, I have found that his knowledge extends to 1 
fields, that he is well developed and well able to express himself as required 

Any favorable consideration given Mr. Kortschak will be greatly appreciat 

ANTHONY F°, MARCELLI, 
Instructor of Busin 


City or Reno, 
Reno, Nev., August 6, 1951 
Hon. Par McCarran, m1 
United States Senate, Washington, D. C. j 


| 
Dear Senator McCarran: I wish to bespeak a word in behalf of a young M 
exchange student, German F. Kortschak, who has been attending the Universit 
of Nevada during the past year. o 
I have had the pleasure of meeting this voung man in company with other a 
exchange students. He has impressed me as being a thoroughly reliable ar # 
sapable person, as well as being possessed of the necessary academic qualificatior 
to make his time at the university worth while. I understand that he is now 
desirous of remaining in the United States and becoming a citizen. It is n 
opinion that any assistance which you may extend to him along this line will! be 
in a good cause. 
Sincerely, 
r. ® S: TH, A avyor 
F. R. Smitn, Mai The 
University or NEvapa, D 
Reno, Nev., August 4, 1951. sehs 
Senator P. A. McCarran, no 
Senate Office Building, Washington, D. C. ten 
Dear Senator McCarran: During his attendance at the University of Nevada am 
as an exchange student from Austria for the school year 1950-51, I have been tim 
well acquainted with German F. Kortschak; and I am glad to endorse him as a inde 
young man of marked intellectual achievement and integrity of character. He has I 
shown consistently a seriousness of purpose and a capacity to meet difficulties Ger 
which will carry him far in any career he may elect. In addition, he has demon- V 


strated a ready receptivity to our democratic ideals and institutions, which has 
enabled him to fit himself easily and completely into our society, with the universal 
high regard of everyone with whom he has had contact. 

I understand that Mr. Kortschak now desires to be permitted to remain in 
United States, with the intent of eventually becoming a citizen of this country 
I trust that it may be possible to arrange for the granting of this desire on his 
part, since I sincerely believe that he will develop into the type of American citizen 
of which we have the greatest need. In all of his personal traits, his earnestness 


} 
t 
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itlhook and intention, and his intellectual attainment, he has shown himself 
f the highest personal caliber. I therefore urge that everything possible be done 
nable him to remain in this country. 
Yours sincerely, 
\f, Lawton B. Kune, 
Assistant Profe ssor. 


DEPARTMENT OF Economics, BUSINESS, AND Socrono: 


Whom It May Concern: 








ing the past 9 months Mr. German F. as taken advanced 
with me in business eveles, mone and banking, and investments In 
in to this contact between instructor and student. I have ad the oppor- 
of having a number of informal conversatio wit n 
s course work he consistently ranked in the upper di ; 
le also evidenced an added interest and willingness in his work as demonstrated 
: s ready response in class discussions, whie!: also s ested reading yond 
lirements of the courses, 
personality, he impressed me as being courte cooper: e, neat, ana 


ctually honest. 


\ rdingly, I have real confide n Mr. Kortschak a L I mmend 
ighlv 
Verv trulv vours, 
ALDEN J. PLUMLEY 
{ tant P Economic 
UNIVERS OF NEVADA 
DEPARTMENT OF Economics, BUSINESS, AND SocioLoey, 
Reno, Nev., February 1951 
Whom It May Concern: 
es \Ir. German Kortschak was a student in the course in personnel Management 
ity I conducted during the past semester. Mr. Kortschak displaved a very 
degree of intelligence and judgment in matters pertaining to the subject 


matter of this course. I wish to commend him and to recommend him to any 
who are desirous of securing the services of a student whom I found to be most 
perative and capable. 


Very truly yours, 





Ernest L. INwoop, 
Professor of Economics and Management 


Reno, Nev., August 4, 1951. 
The Honorable Pat McCarran 
United States Senate, Washington, D. C. 
Dear SENATOR McCarran: To aid in the endeavor of Mr. German F. Kort- 
. schak in obtaining his citizenship in our country, I wish to state that I have 
xnown this young man during the past school semesters while he has been at- 
tending the University of Nevada from September 1950 to 1952. He has shown 


da & most pleasing, considerate manner at all times and has been in our home several 
en times this year. I feel sure that if he becomes a citizen of our country, he would 
a indeed be an asset to this district, State and country as well. 

1as It is with pleasure that I submit this recommendation to you in behalf of 
ies German 

m- With all good wishes and kindest personal regards to you, 


Sincerely yours, 





EtrHet M. PARKER 
(Mrs. J. Benjamin Parker). 
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UNIVERSITY OF NEVADA 


Reno, Nev., August 6, 1951. 
The Honorable Pat McCarran, ’ 


United States Senator, Washington, D. C. 


My Dear Senator: I am writing to you on behalf of Mr. German | 
schak, Austrian, who has been a student at the University of Nevada duri: 
last academic year and who applied to you to obtain permission for per: 
residence in this country. 

In my capacity as adviser for foreign students I had ample opportunit 
become well acquainted with Mr. Kortschak and I am happy to recommend 
to you without any reservations. He is a young man of excellent charact 
good morals who sincerely believes in democracy. If given the chance, he | 
undoubtedly make a fine citizen of this country and never be a burden to an) 

Respectfully yours, 
C. F. ME z, 
Chairman, Department of Foreign Languages 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 59) should be enacted. 


“™ 
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MARCH 2, 1953.—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany 8S. 65] 


The Committee on the Judiciary, to which was referred the bill (S 
5) for the relief of Joseph Flury Paluy, having considered the same, 
eports favorably thereon without amendment and recommends that 
the bill do pass. 

PURPOSE OF THE BILL 


The purpose of the bill is to grant a waiver of the excluding provision 
of the immigration laws relating to the commission of a crime involving 
moral turpitude i in behalf of Joseph Flury Paluy so that he may qualify 


for admission into the United States for permanent residence. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 42-vear-old native and citizen of 
France. His wife is a native of Ttaly and a citizen of France and is a 
sister of Mr. Joseph Patrucco who is a citizen of the U ited States 
residing in Reno, Nev. The record discloses that on March 6, 1946, 
in Paris, France, the beneficiary of the bill was convicted of theft and 
concealment of stolen goods and sentenced to 8 months’ imprisonment 
and fined 3,600 francs. On appeal the Paris Court of Appeals ruled 
that his punishment be changed from 8 months’ imprisonment to a 
year’s re agape sentence. The record discloses that the beneficiary 
of the bill had taken some supplies from the club where he was em- 
ploved as assistant manager. 

\ letter dated August 16, 1951, to the chairman of the Senate Com- 
mittee on the Judiciary from the Deputy Attorney General with ref- 
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erence to 5. 43, which was a bill introduced in the Eighty-secoy, 
Congress for the relief of the same alien, reads as follows: 


Avucwst 16, | 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senaror: This is in response to your request for the views of 
Department of Justice relative to the bill (S. 43) for the relief of Joseph | 
Paluy, an alien. 

The bill would provide that, nothwithstanding the provisions of the el 
category of section 3 of the Immigration Act of 1917, as amended (8 U. s 
136 (e)), Joseph Fleury Paluy of Paris, France, may be admitted to the | 
States for permanent residence provided he is found otherwise admissible 
the provisions of the immigration laws. 

The files of the Immigration and Naturalization Service of this Depa: 
disclose that Mr. Paluy is about 43 vears of age, and is a citizen of France. 
cording to Mr. Joseph Patrucco, of Reno, Nev., Mr. Paluy is married to his 
Lucia Patrucco Paluy, and resides in Paris, France. Mr. Paluy further sta 
that Mrs. Paluy was born in Italy and is now a citizen of France, and that the ali: 
is a hotel clerk by occupation and is employed as a hotel clerk for a British 
pany which operates hotels in the Paris area. According to Mr. Patrueco, \I 
and Mrs. Paluy had filed applications for immigration visas, but their applicat 
had been denied because the alien had stolen some food from his employ 
his own use, and had been arrested on a moral turpitude charge. Mr. Pat 
believes that the matter is still pending. Mr. Patrueco stated that he is par 
owner of Eugene’s Restaurant in Reno, and that if Mr. and Mrs. Paluy ar 
mitted to enter this country they will be given living quarters at the Patru 
residence. 

The eleventh category of section 3 of the act of February 5, 1917, provice 
the exclusion from admission into the United States of those persons who ha 
been convicted of or admit having committed a felony or other crime or 1 


meanor involving moral turpitude. Assuming that the alien has been convicted 


of or admits having committed a felony or other crime or misdemeanor invol\ 
moral turpitude, he would be mandatorily excludable from the United Stat 
The record fails to present any facts which would warrant the enactment of spx 


legislation exempting him from the operation of the general immigration laws 


which were enacted by the Congress for the protection of the American peor 
Accordingly, the Department of Justice is unable to recommend enact 
of the bill 
Yours sincerely, 
Pr YTON Forp, 
Deputy Attorney Gene 


The files of the Senate Committee on the Judiciary contain tl 
following documents in connection with the case: 


Marcu 20, 1946 
To Whom It May Concern: 


This is to certify that Mr. Joseph Paluy was emploved in this elub as assista 
manager from the fall of 1944 until February 12, 1946. Up until the time of Mr 
Paluy’s arrest, we had no reason to question his honesty. He handled all 
accounts and the cash for the club, which ran into considerable sums of mo 
Although the books have been audited through headquarters accounting depart 


ment, there is no evidence of any shortage. 

The investigation of Mr. Paluy’s home was conducted at our instigation a 
was one of several made simultaneously. When Red Cross articles were fo 
we felt it advisable to press charges, not so much for punishment of Mr. Pal 
as for the psychological effect on the balance of the staff. We did not antic 
that such a severe sentence would result. We felt at that time and still do t! 


Mr. Paluy had more than paid for his error in the humiliation of the actual arrest 
We have recently learned from Mrs. Paluy that the case is to be reviewed 


within the next few weeks. In light of Mr. Paluy’s performance and recor 
which up to the time of this incident were faultless, and considering his pres 
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f health, we agreed to investigate some of the statements made with regard 


md e procurement of some of the articles which were taken from the Paluy’s 
» as supposedly stolen goods. 
For vour information and on behalf of Mr. Paluy, I can now state definitely from 
mation secured from the previous director, Miss Adeline Bostelmann, now 
stationed in Bremen, Germany, that gift packages were made to the civilian staff 
is club on December 16, 1945, by both the Red Cross and the Army, whiel 
ere then jointly operating the club. These packages were presented on that 
ite since it was the official closing of the Army mess and the withdrawal of the 
{rmy from the club. These packages contained, among other articles: Soap, 
indy, chocolate, biscuits, Nescafe, and other small items 
[t is also my understanding from Miss Bostelmann that it was the Army practice 
: ssue a bar of soap weekly to the civilian staff for laundry purposes. This was 
t an uncommon practice in the clubs in Paris, since arrangements could not 
vavs be made for the laundering of the work clothes and soap was provided to 
-taff for this purpose. 
: [ have contacted Lieutenant Dundorff who was in charge of the Army operations 


the elub prior to December 16, 1945. Lieutenant Dundorff has also confirmed 
he above statements and is submitting to us a letter of confirmation. 
We hope the above information will be helpful to vou in your review of this case 
{ that you will find it possible to consider a less severe punishment in light of 
facts. 
Dororny VILLIGER. 


HoLLAND OFFIC! 
at Minirary INTELLIGENCE SERVIC! 
UNITED StTaTES Forces, EvROPEAN THEATER, 
March 18, 1946. 
Subject: Mr. Paluis, illegal possession United States property. 
| Director, Columbia Club, American Red Cross. 


a In response to your request for information concerning the possession of United 
states Army or American Red Cross property by civilians in employ of Columbia 
ted Club, and bookkeeper Paluis in particular, I wish to state first that I am very 


2 ich displeased that he should have been found to have such materials in the 
juantities mentioned in the telephone conversation from your office. When I 
leared the Columbia Club officially I had the assurance of both him and of M. 
jufevte that all of the soap supply entrusted to him had been used, and that the 
juor supply had been turned in completely to Army supply. In checking storage 
space before leaving I saw neither of these items. Therefore, considering the 
rust | placed in them, I am not prone to submit too strong a support to their 
ixes in this matter. However, in the interest of objectivity I submit the following 
sofar as it may be valuable. 
|. During the first months I directed Army messing and billeting facilities of 
Columbia Club, I personally gave authorization to furnish each civilian em- 








the ovee a quantity of soap to insure their personal and uniform cleanliness while 
the job. However, this quantity averaged about one standard bar 10-in-1 
ration soap or “GIL” soap per 2-week period. The actual distribution of this soap 
had entrusted to the surveillance of the civilian director and his assistant, M. 
ii>. 
a 2, Asa result of the friendly relations between M. Paluis and several members 
Mr e Army staff, I have no doubt that bottles from th juor supply were given 
as gifts. This was never authorized by myself, and the quantity so given 
t have exeeeded several bottles of cointreau, benedietine, or wine 
art- 3. | had directed Gistribution of excess boxes of 10-in-1 crackers, excess candies 
colate and hard candy—excess determined after twice being presented at th 
rance to the mess), sore packets ol 10-in-1 cigarette and 10-in-1 ration toi 
This was done three times in all, but was halted when a clarifving directive 


nt out from mess headquarters in early December 











No sugar was ever authorized to be taken out by civilians in any quantity. 

Under the circumstance, M. Paluis may of the 

est sbove-mentioned items, the quantity inereased is wift 
us employed by the Columbia Club, received no eit 

! mstances, though, should he have had appreciable quant of anv of these 


rials, 
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I should appreciate receiving more details about the case such as the items ang 
quantities concerned, and the exact nature of the sentence assigned to M. Paluis 
I personally feel that unless such quantities amount to cases of each item, the 
sentence of 8 months’ imprisonment is not justified and should be considered fop 
reduction. ; 

RicHarp F. Dunpor»E, 
First Lie itenant, Infantry 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 65) should be enacted. 


O 
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DETROIT AUTOMOTIVE PRODUCTS CO. 
MARCH 2, 1953.— Ordered to be printed 


Mr. Lancer, from the Committee or the Judiciary, submitted the 
following 


REPORT 
[To accompany 8S. 100] 


The Committee on the Judiciary, to which was referred the bill 
(S. 100), for the relief of the Detroit Automotive Products Co., having 
considered the same, reports favorably thereon, without amendment, 
and recommends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to provide that the petition 
of the Detroit Automotive Products Co. for relief under section 722 of 
the Internal Revenue Code shall be held and considered to have been 
received by the Tax Court of the United States within the time al- 
lowed by law and regulations for the filing of such a petition. 


STATEMENT 


This bill is identical in text to S. 2232 of the Eighty-second Congress, 
which was passed by both Houses of the Congress and vetoed by the 
President of the United States on July 16, 1952 (pocket veto). 

The Detroit Automotive Products Co. (hereinafter referred to as the 

“company”’) applied Pa —_ under section 722 of the Internal 
Revenue Code (26 U.S. C.), relating to excess profits tax. On April 4, 
1951, the Fcindeiees ‘of | Nome Revenue mailed to the company a 
statutory notice of disallowance of the company’s application. The 
company then had 90 days within which to file a petition with the 
Tax Court of the United States, pursuant to section 732 (a) of the 
Internal Revenue Code, which provides in part as follows: 
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* * * Within 90 davs after such notice is mailed (not counting Sa 
Sunday, or a legal holiday in the District of Columbia as the 90th day) 1 yhol 
paver may file a petition with the Board of Tax Appeals! for a redetern nis 
of the tax under this subchapter * * #*# | 

Such a petition was prepared in behalf of the company, executed so tl 
the proper corporate officers on June 20, 1951, and mailed by the co; 
pany’s counsel on June 26, 1951 (first-class mail, postage prepaid) | favo 
the Tax Court of the United States in Washington, D.C. Said pe: R 
tion was thereafter stamped “Received” in the Tax Court as of July 5. JC 
1951. The statutory 90-day period applying to the filing of this pe as 
tion expired on July 3, 1951. \y 


Subsequently the general counsel for the Bureau of Internal Reve: 
filed a motion with the Tax Court to dismiss this petition for failu: | 
file within the prescribed period. A hearing was held on this mot \ 
before the Tax Court on September 12, 1951, at which evidence was 
adduced and oral arguments were presented. The matter was tak | 
under advisement, and on December 11, 1951, Chief Judge Kern issue Lvn 
a memorandum decision (unreported) dismissing the petition. It was ha 
held that the court lacked jurisdiction to entertain the petition for t| 
reason that it was ‘‘filed”’ after the expiration of the statutory period 

Since this decision by Chief Judge Kern, the United States Court o: 
Appea!s for the Sixth Circuit, in the case of the Central Paper Compa 
Ine. v. The Commissioner of Internal Revenue, decided (November | 
1952) in a similar case in favor of the petitioner. That court stated 

When mail matter is properly addressed and deposited in the United Stat ) 
mails, with postage duly prepaid thereon, there is a rebuttable presumptio! 
fact that it was received by the addressee in the ordinary course of mail. , 

The presumption is not rebutted by the fact that the letter might possibly have 
been lost or misplaced by postal emplovees before delivery to the mail box of 1 
Tax Court, in the absence of any evidence as to when it was placed on the ledg 


beside the mail box, or when it came into the possession of the messenger fro! 
The Tax Court * Accordingly, in the present case we accept as 
fact that the petition mailed by the taxpaver to The Tax Court was delivered 
due course of mail to the ledge beside the lock box of The Tax Court on Decem!y | 
2, 1950. 
If this presumption is applied to the instant claim, it is clear that 
the claimant is entitled to the relief which it seeks. It is apparent 
from the evidence before the committee and it was assumed as ai 
evidentiary fact by the Tax Court that this taxpayer took all needfu 
action to assure delivery of its petition in ample time to accomplis! 
timely filing of the petition. The petition was mailed by first-class 
mail, and such mail from Detroit usually reaches Washington, D. C 
the morning after it is mailed if it is placed in the mail before 3 p.m 
and if mailed after 3 p.m. it reaches Washington the second morning 
after mailing. However, 9 days elapsed between the date on whic! me 
the petition was mailed and the date on which it was stamped as 
being filed. No reason has been given for this extended delay in th 
receipt of this petition. Also, as pointed out by Chief Judge Ker 
the official Tax Court file of a case customarily contains the letter o! | 
transmittal, and the original envelope in which the petition is maile: 
is customarily clipped to the original petition in the file, but th: 
official file in the Tax Court in the instant case did not contain thi 
transmittal letter or the original mailing envelope. Somewhere in th 


1 Pursuant to sec, 504 (a), 56 Stat. 957 (1942), 26 U. 8, C. 1100 (1946), the Board of Tax Appeals becat 
Prax Court of the United States 
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hole proceeding there is an unexplained but nevertheless obvious 
mistake, but the claimant has established to the satisfaction of this 
ommittee that he is entitled to have the procedural barrier removed 
so that he can present his case to the Tax Court for determination on 
the merits. Therefore, the committee recommends that the bill be 
favorably considered. 

Reference may be made to Senate Report No. 863. Kighty -second 
Congress, first session (accompanying H. R. 1596), for an analogous 
ase in Which similar relief was accorded. 

\ppended hereto and made a part of this report are the order and 

norandum sur order entered on December 11, 1951, in Detroit 

| motive Produets (ol p. wa Commission er of hh ternal Re renue, Docket 

Vo. 35592, relating to the motion to dismiss the petition involved 

is ein, and the report of the Department of the Treasury on S. 2232, 

mtained in a letter dated January 24, 1951, from Hon. Thomas J. 

( Lvoech, Acting’ Secretary of the Treasury, to Hon. Pat NMeCarran, 
ils hairman of the Committee on the Judiciary. 





' 
_—— 
) oir AUTOMOTIVE PRobUCTS CORPORATION, FORMERLY THORNTON-TANDEM 
MPANY, PETITIONER, " COMMISSIONER OF INTERNAL REVENUE, RESPOND 
Docket No, 35592 
ORDER 
On August 17, 1951, respondent filed herein his motion to dismiss the proceeding 
of jurisdiction on the ground that respondent sent a notice of disallowance 
petitioner by registered mail on April 4, 1951, and the petition was received 
Ve e Tax Court and filed on July 5, 1951, the ninetv-second dav after the date 
mailing of the registered notice of disallowance. On September 12, 1951, 
fy motion was heard by the court Kk vidence was adduced and oral arguments 
heard. The motion was taken under advisement and time was granted to 
parties for the filing of briefs. Petitioner’s brief was heard hereir on October 
Q51, and respondent’s brief was filed on October 80, 1951. 
Kor the purposes of the disposition of this motion the evidentiary facts, as 
blished by the record, are taken to be as follow 
, April 4, 1951, respondent mailed to petitioner a statutory notice of dis- 
: ; ance of petitioner’s applications for relief under secti 722 of the Internal 
Nt ; epue Code Said potice was dated April 4, 1951, and under the provisions 
1 ection 732 (a) of the Internal Revenue Code, a petitioner had 90 days, or 
tl Julv 3, 195.1, within which to file a petition with the Tax Court for a rede- 
| : ! ation of its tax labilit 
mn Petitioner retained George L. Cassidy as legal counsel to prepare its petition to 
oS Tax Court Said counsel has been practicing before the court for 15 vears. 
prepared the petition in question prior to June 25, 1951, and on said date 
} ared a letter of transmittal to accompany the original and four copies thereof 
ail to the Tax Court. 
"e Said counsel instructed his office staff to mail the petition of June 25, 1951, 
pon receipt of a check for the filing fee from petitioner. Such a check was re- 
Ls ed in counsel's office on June 25, 1951, but it was made out in favor of the 
of the Tax Court and not the Treasurer of the United States, as required by 
Tax Court rules of practice. For this reason, counsel's senior secretary did 
mail the check and the petition on June 25, 1951 
D1 ( the morning of June 26, 1951, counsel learned that the check and petitior 
r | not been mailed. Counsel immediately had one of his personal cheeks pre 
1, signed it, and instructed his senior secretary to have the other girl in his 
¥ mail the petition and the check immediately 
] accordance with counsel’s instructions, the petition to the Tax Court was 
aS ed on June 26, 1951 The petty cash disbursement sheet in counsel's office 
said date indicates the disbursement of $1.26 for postage for mailing the 
‘ } + 


Said disbursement entry Was ade after the girl who mailed he peti- 
re turned from the post office one bloe! from counsel's office and a lvised 
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counsel’s senior secretary of the amount of postage required to mail the pe! 
Counsel’s accounts receivable records in his general ledger indicate a char 
petitioner on June 26, 1951, in the amount of $1.26 for postage to mail the px 
to the Tax Court. 

The mailing list of the Tax Court indicates that the petition was filed 92 
after the mailing of the notice of disallowance, or on July 5, 1951. 

It is the practice of the Tax Court mail room to make five collections « 
daily at the Benjamin Franklin Station, box 70, which is slightly more tha 
blocks from the office of the Clerk of the Tax Court. Said collections are made » 
6 to 6:30 a. m., 7:30 to & a. m., 11:30 a. m., and 2:30 and 5:15 p. m. 

When mail is brought to the Tax Court mail room, it is customarily checked | 
the senior mail clerk to see that it is official mail intended for the court | 
contents of each envelope are stamped ‘Received,’ and, together with 
velope itself, taken to the office of the clerk of the Tax Court. 

The docket clerk in the office of the clerk of the Tax Court receives mail i: 
office after it has come from the mail room, including letters of transmitt ‘ 
the envelopes. The docket clerk stamps the petition ‘‘Filed,’’ stamps the do 
number on the check, and customarily clips the envelope to the original coy 
the petition, 

The messenger who picks up Tax Court mail at the post office reports a 
clerk’s office before making his final trip of the day at about 5:10 p.m. U; 
his return from the post office, he reports in at the clerk’s office and states whi 
he has brought back mail for the court. A time record of his departure and ret 
on the last trip each day is maintained in the clerk’s office. Said record for 
period from June 27, 1951, through July 11, 1951, is as follows: 


1a 








Depar- bi sae | Depar- 
aos Return | ture | I 

Wednesday, June 27 5:10 Friday, July 6 ‘ 5:10 
Thursday, June 28 5:10 Monday, July 9- - | 5:10 | 
Friday, June 29 5:10 Tuesday, July 10 6:10 | 
Monday, July 2 5:10 Wednesday, July 11 5:10 | 
Tuesday, July 3 5:10 Thursday, July 12... ; 5:10 | 
Thursday, July 5............. 5:10 | 


The assistant docket clerk of the Tax Court makes entries in the docket bi 
of the petitions filed each day. The number of petitions filed each day fr 
June 27, 1951, through July 11, 1951, were as follows: 


Wednesday, June 27__- 14| Thursday, July 5_- patie Winans 35 
Thursdav, June 28 15| Friday, July 6_--- a 24 
Friday, June 29 15| Monday, July 9 12 
Monday, July 2 15 | Tuesday, Julv 10 2 
Tuesday, July 3 5| Wednesday, July 11 2 


The petition here involved was mailed by first-class mail. First-class ma 
from Detroit usually reaches Washington, D. C., the morning after it is mailed 
if it is placed in the mail before 3 p. m., and if mailed after 3 p. m., reaches Wash- 
ington the second morning after mailing. 


Although the official Tax Court file of a case customarily contains the letter of 


transmittal, and although the original envelope in which the petition is mailed 
is customarily clipped to the original petition in said file, in the instant case th 
official file does not contain the transmittal letter or the original mailing envelope 
Under the provisions of section 732 (a) and (ec) of the Internal Revenue Code 
which vest in the Tax Court exclusive and nonreviewable jurisdiction in matters 
involving section 722 claims, petitioner will be forever deprived of a day in « 
if the instant petition is dismissed. 
Upon due consideration of the facts set out above, and the arguments of th 


parties advanced herein, and for reasons set out in the memorandum attached 


hereto, it is 
Ordered, That respondent’s said motion be, and it hereby is, granted, and this 
proceeding is dismissed for lack of jurisdiction. 


Joun W. Kern, Chief Judg 
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MEMORANDUM SUR ORDER 


This court is a tribunal of limited jurisdiction and the burden of establishing 
ts jurisdiction is on the petition. Southern California Loan Association (4 
B. T. A. 223), Fred Shingle (34 B. T. A. 875). We have taken as the evidentiary 
facts in this proceeding all those facts set out in petitioner’s brief as having been 
established by the record. Nevertheless, we are unable to conclude that the 
petitioner has shown that the petition herein was received or filed by the court 

til July 5, 1951. Even though negligence on the part of emplovees of the court 
were shown (and we do not consider that it was), it cannot furnish an explanation 
7 of the delay from June 28, the dav when it should have been received in Washing 
ton if there had been no unusual delays in the Post Office Department, until July 
5 We cannot assume that there was no such delay; nor can we conelude, as 
petitioner urges, that the petition ‘beyond any reasonable doubt reached the 
Benjamin Franklin Post Office, in Washington, D. C., on or before Julv 3, 1951 
Under present rules of law, the Post Office Department is the ageney chosen by 
petitioner for the delivery of the petition to the Tax Court and the risks of delays 

dent to transportation of mail must be upon petitioner. q 

We are not unmindful of the unfortunate effect, so far as the petitioner is con- 

rned, of our decision upon this motion, and we have reached our conclusion with 
reluctance. While it can be of small comfort to this petitioner, it may be pointed 

that the American Bar Association has proposed the amendment of sections 
972 (a) (1), 871 (a) (1), and 1012 (a) (1) of the Internal Revenue Code to provide 
at if a petition to the Tax Court is sent by registered mail, it should be deemed 
ed when mailed. This would relieve the taxpayer of the uncertainty of prompt 
iail delivery; and it would also relieve this court of the unpleasant necessity of 
aking such a distasteful ruling as this. 


WASHINGTON, D. C., December 11, 1951. 


THe SECRETARY OF THE TREASURY, 
Washington, January 24, 1952. 
lon. Par McCarRAn, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Mr. CuarrMan: Reference is made to your letter of October 11, 1951, 

ook requesting a report on 8. 2232 (82d Cong., Ist sess.) entitled ‘‘A bill for the relief 
f the Detroit Automotive Products Co.” 

If enacted, the proposed legislation would provide that the petition of the 

Detroit Automotive Products Co. for relief under section 722 of the Internal 

“~ Revenue Code shall be held and considered to have been received by the Tax 

e F Court of the United States within the time allowed by law and regulations for the 

me filing of such a petition. 
. The records of the Department indicate that pursuant to section 732, a proper 


. statutory notice was mailed to the taxpayer on April 4, 1951, denying the relief 
1a claimed under section 722. The taxpayer’s petition for review was stamped 


“Filed” and “Received” by the Tax Court on July 5, 1951. The last day for 
filing the petition within the 90-day period was July 3, 1951. Since the petition 
was not received within the statutory period, the Government has filed a motion 
r of to dismiss the proceeding. At the hearing the petitioner’s attorney testified 
inder oath that its petition was mailed from Detroit, Mich., on June 26, 1951, by 
first-class mail. 








ype The records of the Department indicate that there is little or no material 

cde difference between this case and numerous other cases in which taxpayers have 

ers attempted. by congressional legislation, to obtain relief from the adverse effects 
: \ 


rt of statutory periods of limitations. The granting of relief in any case of this 

character would create a dangerous precedent in tax administration, prevent the 
the orderly administration of the internal revenue laws by making the operation of 
hed Statutes of limitation against taxpayers dependent upon what might be deemed 
. itable in the particular case, invite the deluging of Congress with requests 
his for special relief, and discriminate against taxpayers in general by the selection 

of a few taxpayers for special treatment through the waiver of statutes of 
tation. 
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Consequently, the Treasury Department has adopted the position 
Congress itself has sanctioned, that when a statute prescribes the period 
which an act must be performed, it is sound publie policy to enforce such 
against taxpayers, as well as against the Government, in a uniform manne 

Under the circumstances, therefore, the Treasury Department is not in fa 
of the enactment of 5. 2232. 

The Director, Bureau of the Budget, has advised the Treasury Departme: 
there is no objection to the presentation of this report. 

Very truly yours, 
Tuomas J. Lyncu 
Acting Secretary of the Trea 
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Mr. Langer, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany S, 152 


The Committee on the Judiciary, to which was referred the bill 
S. 152) for the relief of Fred P. Hines. having considered the same 
eports favorably thereon, without amendment, and recommends that 
the bill do pass. 

PURPOSE 


The purpose of the proposed legislation is to provide for the payment 
of the sum of $778.78 to Fred P. Hines, of Minot, N. Dak., which 
sum represents the amount necessary to pay private medical and 
hospital expenses incurred by him incident to an emergency operation 
when his physic al condition was such that he could not be moved to a 
Veterans’ Administration hospital. 


HISTORY OF LEGISLATION 


\n identical bill of the Eighty-first Congress, S. 2618, passed the 
Senate on July 26, 1950. In the Eighty-second Congress a similar 
bill, S. 827, was approved by the Congress and was vetoed by the 
Preside ‘nt on August 30, 1951. On July 4, 1952, the Senate overrode 
the President’s veto. 


STATEMENT 


Mr. Fred P. Hines served in the United States Army during the 
Spanish-American War from April 29, 1898, to the date of his honor- 
able discharge on November 18, 1898. When he was discharged no 
defects, other than an eczema condition which was incurred prior to 
enlistment, were noted. A pension award has been approved on 
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behalf of the veteran under the act of June 5, 1920, as amended. 4, 
the present time, he is receiving a pension in the sum of $90 per 
month for a non-service-ineurred disability considered to be permanen 
and total in degree. 

Mr. Hines was admitted as a patient at the Veterans’ Administra. 
tion Hospital, Fargo, N. Dak., from September 22, 1941, to May 14 
1942, during which time it was discovered that he was suffering fror, 
cancer. Following several extensive surgical procedures, he was djs. 
charged from that hospital on the above-mentioned date. Tho 
claimant was admitted to the same hospital again on February 7, 
1948, for treatment for abdominal complaints. The survey conducted 
revealed no recurrence of cancer, but it did reveal a hernia at the sit, 
of the previous abdominal operations. He was treated with ay 
abdominal belt and was discharged from the hospital on March 
1948, his symptoms having disappeared. 

He was temporarily hospitalized at the same hospital on June 2 
1948, for 1 day. The doctors felt that a surgical repair of the hernia 
was too serious for a man of his age (75 vears old at that time). H, 
was again treated conservatively. 

The sum stated in the bill ($778.78) represents the cost of privat; 
medical and hospital treatment incurred by Mr. Hines on July 14 
1948 (1 month following his discharge from temporary hospitalization 
in the Veterans’ Administration hospital at Fargo) for an obstructioy 
which should have been discovered and remedied at the said veterans’ 
hospital. 

This veteran has applied to the Veterans’ Administration to 
reimbursed for these private hospital and medical expenses. Ty 
Veterans’ Administration, after a review of all the circumstances, ruled 
that the agency had no legal authority to assume financial responsi 
bility for Mr. Hines’ private medical and hospital expenses. Thy 
letter from the Veterans’ Administration points out that veterans 
suffering from service-connected disabilities may be reimbursed for 
expenses incurred for treatment by private physicians in_ privat 
institutions if certain conditions have been met. The Veterans 
Admipistration states that the disability for which this veteran souglit 
treatment was not service-connected and states that even were it so 
considered, other conditions precedent to authorization for reimburse- 
ment were not met. 

The claimant contends that at the time of his previous treatments 
thie question of whether his disability was service-connected or non- 
service-connected was not raised and he feels that inasmuch as bi 
condition was such that it required an immediate operation and the 
was no time to question the decision of the medical authorities at th 
Veterans’ Administration hospital, his claim was justified. 

There is little doubt but that the Veterans’ Administration is cor- 
rect in its interpretation of the regulations concerning this veteran's 
entitlement to medical care and treatment. Legally, the claimant has 
no ground for recovery. However, certain factors have prompted 
the committee to recommend that the bill be favorably considered 
Mr. Hines served his country honorably and well in the Spamish- 
American War. He had previously been afforded treatment by the 
Veterans’ Administration without question as to the nature of his 
disability. He cannot be presumed to have been acquainted with all 
the rules and regulations regarding authorization for reimbursement 
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for private medical and hospital expenses. Mr. Hines was 75 years 
ae ve and was, under the circumstances, most apprehensive concern- 

a condition. It is believed that his reaction was not unusual 
cadet the circumstances. The committee is informed that he is 
unable to work and that his pension just about keeps him and his wife 
alive. Correspondence in the file indicates that the Veterans’ Admin- 
istration medical personnel examined Mr. Hines and attributed his 
pain and suffering to a hernia condition. However, the private 
physic ian states that his examination showed an abdominal obstruc- 
tion and that a gastroenterostomy was performed and that the hernia 
was not toue hed. 

sy the favorable consideration of the proposed private legislation, 
the committee does not desire that it be considered a reflection upon 
any individual or any administrative branch of the Veterans’ Adminis- 
tration. Further, the committee does not consider this decision in the 


Fnature of a precedent but the factors outlined above lead the com- 


mittee to believe that there are equitable considerations which war- 
rant an exception to the general law and tip the scales in the favor of 
this soldier. Accordingly, it is recommended that the bill be favor- 
ably considered. 

Attached and made a part of this report is a letter from the Veterans’ 
Administration dated December 20, 1949. 





VETERANS’ ADMINISTRATION, 
Washington 25, D. C., December 20, 1949 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington 25, D. C. 

Deark Senator McCarran: This is in response to a request from the Depart- 
ment of Justice dated October 11, 1949, for a report to your committee on 8S. 2618, 
Kighty-first Congress, a bill for the relief of Fred P. Hines, which provides as 
follows: 

“That the Administrator of Veterans’ Affairs is authorized and directed to 
pay, out of any money available for the payment of compensation and allowances 
to veterans, to Fred P. Hines (C—2389074), of Minot, North Dakota, the sum of 
$778.78, representing the amount necessary to pay private medical and hospital 
expenses incurred by him incident to an emergency Operation when his physical 
condition was such that he could not be removed to a Veterans’ Administration 
hospital: Provided, That no part of the amount appropriated in this Act in excess 
of 10 percentum thereof shall be paid or delivered to or received by any agent or 
attorney On account of service rendered in connection with this claim, and the 


same shall be unlawful, any contract to the contrary notwith a anding. Anj 
person violating the provisions of this Act shall be deemed guilty of a misdeme anor 
and upon conviction thereof shall be fined in any sum not e See $1,000.’ 


Evidence of record discloses that Fred P. Hines (C-2389074) served with the 
United States Army during the Spanish-American War from April 29, 1898, to 
the date of his honorable discharge on November 18, 1898. No defects were 


noted upon physical examination conducted prior to discharge except that of an 
eczema condition which was incurred prior to enlistment. On April 29, 1899, 
claimant filed an application for pension with the then Bureau of Pensions alleg- 
ing the following disabilities to have been incurred in service, “diarrhea, pile 5, 
rheumatism, and catarrh of gall bladder accompanied by jaundice.’ This claim 


was denied for the reason that a ratable degree of disabilitv was not shown pon 
examination. On August 4, 1920 claimant filed an application under the act of 


June 5, 1920 (41 Stat. 982: 38 U.S. C. 351), which provided service pensions to 
eligible veterans of the war with Spain, the Philippine Ins urrection, and the China 
Relief, E xpedition, based upon disabilities not connected with service. Pension 


awards have been approved in behalf of the veteran under the act of June 5, 1920, 
and acts amendatory thereto since that date. At the present time he is receiving 
pension in the sum of $90 per month for non-service-connected disability considered 
to be permanent and total in degree. 
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War veterans who are suffering from a disability, disease or defect, 
iected with their active military service, and who swear that they are una 
lefray the expenses of hospitalization may be furnished necessary hospital and f 
edical treatment by the Veterans’ Administration to the extent that f: : tj 
re available. In that connection Mr. Hines was admitted as a patient 
Veterans’ Administration hospital, Fargo, N. Dak., from September 22, 194 
to May 14, 1942, during which time it was discovered that he was sufferi; 


cancer. I am informed that it would be medically unwise to trans: | 
nformation to Mr. Hines, since it is not known whether he has been inf C 
of the nature of the serious condition for which he has been treated.) Folk 


several extensive surgical procedures, he was discharged from that hi 
on the afore-mentioned date. The veteran was admitted to that hospital ; 
m February 17, 1948, with some abdominal complaints of 1 month’s dur 
He received a detailed medical survey to determine the possibility of a recur 


of the cancer. None was found. Ph ysical examin sae laboratory, and X-y | 
studies revealed no evidence of any malignancy. However, he did have a | i 
at the site of the previous abdominal operations. He was treated for thi I 
servatively with an abdominal belt, and was discharged from the hospital Ma as 
1948, his symmptoms having disappeared. He was temporarily hospitalized 
the same hospital on June 2, 1948, and again conservative treatment of th 
hernia was the method of choice. Since it was felt by the hospital staff that ; tra 
surgical repair of the hernia was of too great a magnitude for a man of his age rei 
75 vears at that time) to sustain unless there were definite indications that i 8 mil 
a necessity, this was not done mé 
\lthough the veteran was apparently well aware of his eligibility to hospitaliza- Ve 
tion at a Veterans’ ee hospital, as evidenced by his pilteiation and 
treatment at the Fargo, N. Dak. installation, on two known occasions he sought la 
and received private hospital and medical care, which, of course, was his preroga- of 
tive. On February 19, 1947 (some 5 years following his discharge from the Farg sin 
Veterans’ Administration Hospital), the veteran submitted a claim for cost of bel 
unauthorized medical services in the sum of $46.84, representing hospital and doe- pri 
tor care occasioned during the month of January 1947. By letter dated February ser 
21, 1947, the veteran was notified by the Veterans’ Administration that ther pa 
was no legal basis to pay his claim since the conditions (hernia and asthmatic Go 
bronchitis) for which he was treated were non-service-connected. ral 
Again, on July 14, 1948 (1 month following his discharge from temporary hospi- ’ 
talization at the Veterans’ Administration hospital, Fargo, N. Dak.), the vetera sh 
submitted himself to private hospital and medical treatment for a condition not 
associated with his service. Thereafter, representatives of Mr. Hines inquired of no 


the Veterans’ Administration as to his entitlement to reimbursement for suc} 
private hospital and medical expenses. Following an official review of all the 
circumstances in this case, the veteran’s representatives were notified that the 
Veterans’ Administration had no legal authority to assume financial responsibility 
for the cost of Mr. Hines’ private medical and hospital treatment. 8. 2618 would 
provide that the Administrator of Veteran’s Affairs pay the sum of $778.78 to the 
veteran for such expenses. 

All eligible veterans suffering from service-connected disabilities h¢ ave a Tis 
to be afforded necessary medical care and treatment by the Veterans’ Adminis- 
tration, including out-patient treatment, and if beds are not available in Veterans’ 
Administration hospitals or other Federal hospitals which have agreed to accept 
veterans, arrangements may be made to place them in suitable State, county, 
municipal, or private hospitals at governmental expense. Supplementing this 
broad medical program is authority for payment or reimbursement of me dical 
expenses for medical treatment, including the necessary traveling incidenta 
thereto, obtained without prior authorization from the Veterans’ Administration, 
under the following conditions: 

(1) It must be shown by decision of an adjudicative agency of the Veterans’ 
Administration that the disability from the disease or injury for which treatment 
had been rendered was service-connected, or determined by medical officers of 
the Veterans’ Administration as aggravating such service-connected disability 

(2) The treatment must have been rendered in a medical emergency 

(3) Government facilities must have been not feasibly available. 

(4) Delay would have been hazardous. 

All of these elements must have existed, and if any was lacking, reimbursement 
cannot be authorized. Apart from consideration of other elements, since the 
condition for which Mr. Hines received medical and hospital treatment was non- 
service-connected, there is no authority for payment of the claim with which 5. 
2618 is concerned. 
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- shown above, war veterans who are suffering from a disability, or defect, not 
ected with their active military service, may under certain conditions, be 
shed necessary hospital and medical treatment by the Veterans’ Administra- 
There is no record in this case, however, of any request by the veteran or 
presentative for admission to a Veterans’ Administration hospital for treat- 
of the type which his private physician had determined was indicated and 
iately rendered and for which reimbursement is sought through S. 2618. 
In passing, the attention of the committee is invited to H. R. 4074, Eighty-first 
ress, Which proposes to confer upon veterans of the Spanish-American War 
up suffering from non-service-connected disabilities the same rights to hos- 
lization and medical care as are enjoyed by war veterans suffering from 
ice-connected disabilities. The bill is pending before the House Committee 
Veterans’ Affairs and available records disclose that a subcommittee has 
jucted hearings thereon. 
Regarding the sum ($778.78) which is proposed to be paid by the bill, it is 
jeemed pertinent to state that had the requirements for entitlement to reim- 
irsement of and payment for unauthorized medical expenses been met in this 
case, Which they were not, only those fees which are considered reasonable and 
t in excess of those customarily charged the general public for similar services 
the locality where rendered could have been paid. The Veterans’ Adminis- 
tration is unable to determine the exact sum which would have been payable as 
reimbursement or payment in such event without further investigation to deter- 
mine specifically what medical services were furnished. In the absence of entitle- 
ment to reimbursement of or payment for medical treatment in this case the 
Veterans’ Administration has not secured this data. 
rhe enactment of S. 2618 would be discriminatory in that it would remove the 
laim of Mr. Hines from the provisions under which payment for reimbursement 
of cost of unauthorized medical expenses has been or would be denied in cases 
similarly cireumstanced. It would constitute a precedent for similar proposals in 
behalf of other claimants. Furthermore, it appears that the adoption of the 
principle of this bill might, in effect, be an incentive to veterans to engage the 
services of private physicians and hospitals, with the Government ultimately 
paying the costs thereof, and to disregard medical care and treatment which the 
Government affords through the Veterans’ Administration, the quality of which 
ranks with the best and most modern available. 
The Veterans’ Administration does not believe that private bills of this nature 
should receive favorable consideration. 
Advice has been received from the Bureau of the Budget that there would be 
no objection to the presentation of this report to your Committee. 
Sincerely yours, 
Cart R. Gray, Jr., Administrator. 
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Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany 8S. 248] 


The Committee on the Judiciary, to which was referred the bill 
s. 248) for the relief of Mary Bouessa Deeb, having considered the 
same, reports favorably thereon without amendment and recommends 
that the bill do pass. 

PURPOSE OF THE BILL 


The purpose of the bill is to enable Mary Bouessa Deeb to enjoy the 
mmigration status of a persoa who was born in Canada. 


STATEMENT OF FACTS 


The beneficiary of the bill is a citizen of Canada who was born in 
Syria on April 27, 1923. She entered Canada in December 1923 with 
r parents and she has resided in Canada since that time. She was 
arried to a Canadian citizen who died in 1948 following injuries 
suffered while a member of the Canadian armed forces. She has a 

nn who was born in Canada in 1946. 

\ letter with attached memorandum dated May 22, 1952, to the 
chairman of the Senate Committee on the Judiciary from the Deputy 
Attorney General with reference to 5. 2479, which was a bill introduced 
in the Kighty-second Congress for the relief of the same alien, reads 
as follows: 





May 22, 1952. 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary 
United States Senate, Washington, D. € 
My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 2479) for the relief of Mary Bouessa 
Deeb. The bill would provide that in the administration of the immigration laws 
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Mary Bouessa Deeb shall be deemed to have been born in Canada. The pi I 
of the bill is to enable Mrs. Deeb who was born in Syria, to acquire a no: 
status in the issuance of an immigration visa. 


There is attached a memorandum prepared by the Immigration and Naturalizg I 
tion Service of this Department setting forth the facts in Mrs. Deeb’s cas: it 


Section 12 (a) of the Immigration Act of 1924 specifically provides that, fo, 
the purposes of that act, nationality shall be determined by the country of | 
Mrs. Deeb is, therefore, chargeable to the quota for Syria, which is ove: 
scribed and an immigration visa is not readily obtainable. In this respect 
case is similar to those of many other aliens who desire to enter the United Stat 
for permanent residence but who are unable to do so under the general immigra 
laws because of the oversubscribed condition of the quotas to which the 
chargeable. The record fails to present any facts which would justify the ¢« 
ment of special legislation to exempt Mrs. Deeb from the operation of the generg fall 
immigration laws. al 

Accordingly, the Department of Justice is unable to recommend the enact 
of this bill. 

Sincerely, 
A. Devirr VANECcH, 
Deputy Attorney Gene 





MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
Service Fires Re Mary Bovessa Dees, BENEFICIARY OF S. 2479 ee 


Mrs. Deeb, nee Bouessa, a citizen of Canada, was born in Svria on April 17 
1923. She arrived in Canada during December 1923, with her parents, who als 
were born in Syria, and she has resided in Canada since that time. The recor Frs 
reflects that her father, a citizen of Canada, resides in Montreal, Canada, ar 8, | 
that her mother is deceased. 14 

Mrs. Deeb was married on May 2, 1943, to Mr. George Leslie Franklin Dee! 1 
who was born in Canada on January 8, 1917. Mr. Deeb, who served in th 
Canadian Army during World War IJ, died in a Canadian hospital on April 2 
1948, of service-connected injuries. The record reveals that Mrs. Deeb had been Cr 
employed during World War II by the Canadian manufacturing firms of Canadiai 
Vickers, Ltd., and the Defense Industries, Ltd. 

Ronald Leslie Deeb, Mrs. Deeb’s son, who was born in Canada on March }| 
1946, arrived in the United States at Detroit, Mich., on September 5, 1950, was 
admitted as a visitor for a period of 3 months. He is presently residing, in t Sp 
status of a visitor, with a Salt Lake City family. who, through the Church of as 
Jesus Christ of Latter-Day Saints, agreed to care for the child. s} 

A person born in Canada is eligible for a nonquota status in the issuance of an 
immigration visa under section 4 (c) of the Immigration Act of 1924. The instant stg 
bill would change Mrs. Deeb’s place of birth from that of Svria to that of Canada ext 
to facilitate her entry into the United States for permanent residence as a non act 
quota immigrant. 


Senator Wallace Bennett, coauthor of the bill with Senator Arthur a 


V. Watkins, has submitted to the Senate Committee on the Judiciary spi 
the following information in connection with the bill: : 











UNITED States SENATE, Ste 
COMMITTEE ON THE District OF COLUMBIA, ( 
May 9, 1952. 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. re 


Dear Senator McCarran: On January 22 I introduced, for myself 
Senator Watkins, 8S. 2479, which was referred to your committee. §S. 2479 is a th 
bill for the relief of Mary Bouessa Deeb. 
Mrs. Deeb was born in Syria on April 17, 1923, and almost immediately afte: 
her birth immigrated with her parents to Canada, arriving there prior to 1924 
Even though she has lived her entire life in Canada as a Canadian citizen sh 
because of technicality of rule, chargeable to the Syrian quota which as you kn 
is greatly oversubscribed. The purpose of my legislation is to classify her f 
immigration purposes as if she had been born in Canada, and thus permit het 
early immigration to the United States. 
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I am enclosing herewith a memorandum summarizing the facts of the case, 
| 1 am also enclosing letters from various individuals who are acquainted with 
merits of Mrs. Deeb’s case. 


Aliza | would appreciate it if this matter could be favorably reported by your com- 
ittee at the earliest possible date. If I can be of any further assistance to you 
|, for n this ease, please advise me. 


Very truly yours, 
WaLiace F. BENNE?T. 


\[EMORANDUM: IMMIGRATION Case oF Mary Bovessa Deer, S. 2479 


Mrs. Mary Bouessa Deeb was born in Bezzac, Syria, on April 17, 1923. Her 
father is Abraham Bouessa, who was also born in Bezzac, Syria, but now resides 
it 972 Laurier Street East, Montreal, Canada. Her mother was Thelma Elias, 

ho was born in Syria, but died in Canada when Mrs. Deeb was 8 years of age. 

After the birth of Mrs. Deeb, she, her mother and father migrated to Canada 

December of 1923, landing at New York en route and arriving in Montreal 

fore 1924. Mrs. Deeb, then the child Mary Bouessa, was sent to a boarding 
school by the Woman’s Missionary Society of the United Church of Canada, 
vhere she spent about 7 years and then returned to Montreal to finish her school- 

The boarding school was located about 18 miles from Montreal. 
Mrs. Deeb was first employed with the Canadian Vickers, Ltd., in the account- 
g¢ department. That company was engaged in making airplanes and ships for 
last war. She remained in that employment for 244 years, and was extremely 
17 active in the functions of the company in a social and recreational way, and in 
r own social circle. She left her employment to be married to George Leslie 
cor Franklin Deeb on May 2, 1943. Her husband was born in Montreal on January 
8, 1917, and was a Canadian citizen who served in World War II from 1939 until 
942, most of the time overseas. He was in France at the time of the German 
deel 1940 break-through and he died of injuries incident to the war on April 23, 1948. 
the lollowing her marriage, Mrs. Deeb spent 2 years in Defense Industries, Ltd., 
inother War plant manufacturing bullets, and while there did considerable Red 
Cross work. On March 16, 1946, a son, Ronald Leslie Deeb, was born to the 
iple. After the birth of her child Mrs. Deeb’s husband was hospitalized and 
nally died some 15 months later. 
h 4 Mrs. Deeb has apparently lived all of her life except the first few months of her 
was [ae infancy in or near Montreal, Canada. She is a Canadian citizen. In 1951 she 
ent approximately 6 months in Salt Lake City, where she is well acquainted and 
of as numerous friends She has now returned to Lethbridge, Canada, where she 
s presently employed. Mrs. Deeb is a faithful and active member of the Church 








f an f Jesus Christ of Latter-day Saints, whose headquarters are centered in the 
nt State of Utah, &and as is the case with many of the members of that church, she is 
nada extremely anxious to go to that lecality to live because it is the center of the 
non activity and the affairs of her faith 
Letters forwarded with this memorandum indicate that not only is her character 
above reproach, but that she is capable of engaging in productive employment to 
hur provide her own livelihood. She has numerous friends in the United States who 
lary speak favorably for her, and in addition to the attached letters of recommendation 
additional letters are in the files of Senator Wallace F. Bennett 
If Mrs. Deeb were a native-born Canadian she could immigrate to the United 
States with little or no delay, but because she spent a few months as a new-born 
child in Syria, she is technically precluded from entering the United States except 
2. inder the Syrian quota. 
In addition, Senator Bennett has submitted a number of letters and 
recommendations in behalf of the beneficiary of the bill. 
und The committee, after consideration of all the facts in the case, is of 
sa the opinion that the bill (S. 248) should be enacted. 


on 
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Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany 8S. 365] 


The Committee on the Judiciary, to which was referred the bill 
S. 365) for the relief of Alambert E. Robinson, having considered the 
same, reports favorably thereon, without amendment, and recom- 
mends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to waive in favor of 
Alambert E. Robinson the provisions of sections 15 to 20 of the 
Federal Employees’ Compensation Act (39 Stat. 742, as amended) 
which limit the time within which claims for compensation may be 
filed under such act, so as to permit consideration of his claim for 
loss of vision if filed within 6 months of the date of enactment of the 
bill. Further, the bill provides that no benefit would accrue for any 
period prior to the date of the enactment, except that reimbursement 
would be authorized for medical and hospital expenses incurred. 


STATEMENT 


It appears that the claimant, Alambert E. Robinson, worked for 
many years in a number of capacities at the Pima Indian Agency, 
which is under the jurisdiction of the Department of the Interior. On 
April 9, 1940, he filed with the former United States Compensation 
Commission, a notice of injury to his eyes. He attributed his condition 
to an infection acquired on March 2, 1940, while traveling on official 
business. The Commission found that corneal ulcers had developed 
in both eyes from a staphylococcus infection, which resulted from the 
chronic disease of trachoma and not from the cause alleged. There 
was an indication, however, that Mr. Robinson’s disability was 
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connected with his employment—1i. e., the contagious nature of tra- 
choma and its prevalence among American Indians. Neverthe 
due to the fact that he had contracted trachoma prior to the beginning 
of the statutory period of limitations which was applicable to his 
claim, the Commission was unable to consider the claim as one based 
on a disability caused by trachoma. 

The report of the Department of Labor on S. 3345 of the Eighty. 
second Congress, an identical bill, states there is strong evidence jn 
the records of the Bureau of Employees’ Compensation that Mr 
Robinson’s disability was due to occupational causes of which he was 
unaware until the statutory period for filing a claim under the Com- 
pensation Act had expired. The Department of Labor then, in 
light of all the foregoing, stated that should these extenuating circum- 
stances justify a waiver of the time limitation by the Congress, that 
it would have no objection to enactment of the legislation. 

The committee as a general rule does not favor the waiving of a 
statute of limitations but has, on occasions where circumstances indi- 
cate that the statute ran through no fault or neglect on the part of 
the party concerned, granted such a waiver. It is the opinion of the 
committee that the case in hand is one in that category, and it believes 
that justice would be better served by the waiving of the statute of 
limitations in this case and allow the claimant to file his petition 
under the Federal Employees’ Compensation Act. It is therefore 
recommended that the bill S. 365 be considered favorably. 

Attached hereto and made a part hereof is a report of the United 
States Department of Labor dated October 14, 1952. 


ss 


Unrrep States DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, October 14, 195 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

DrAR SENATOR McCarran: This is in response to your request received by 
the Director of the Bureau of Employees’ Compensation of the Department of 
Labor through the Department of Justice for views on 8S. 3345, a bill for the 
relief of Alambert IX. Robinson. 

S. 3345 would waive in favor of Alambert E. Robinson the provisions of sec- 
tions 15 to 20 of the Federal Employees’ Compensation Act (39 Stat. 742, as 
amended) which limit the time within which claims for compensation may 
filed under such act, and it would permit consideration of his claim for loss of 
vision if filed within 6 months of the enactment of the bill. Further, the bill 
provides that no benefit would accrue for any period prior to the date of the 
enactment, except reimbursement would be authorized for medical and hospital 
expenses incurred. 

The files of the Bureau of Employees’ Compensation show that Mr. Robinson 
worked for many years in a number of capacities at the Pima Indian Agency 
which is under the jurisdiction of the Department of the Interior. On April 9, 
1940, he filed with the former United States Compensation Commission a notice 
of injury to his eyes. He attributed his condition to an infection acquired on 
March 2, 1940, while traveling on official business. The Commission found that 
corneal ulcers had developed in both eyes from a staphylococcus infectior 
which resulted from the chronic disease of trachoma and not from the cause 
alleged. There was an indication, however, that Mr. Robinson’s disability was 
connected with his employment, i. e., the contagious nature of trachoma and its 
prevalence among American Indians. Nevertheless, due to the fact that he had 
contracted trachoma prior to the beginning of the statutory period of limitations 
which was applicable to his claim, the Commission was unable to consider the 
claim as one based on a disability caused by trachoma. 
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There is strong evidence in the records of the Bureau of Employees’ Compensa- 
, that Mr. Robinson’s disability was due to occupational causes of which he 
as unaware until the statutory period for filing a claim under the Compensation 
4ct had expired. If, in the light of the history of this ease, the Congress should 
nd extenuating circumstances justifying waiver of the time limitations which 
ww bar consideration of Mr. Robinson’s claim, I would have no objection to 
the enactment of this bill. 
The Bureau of the Budget advises that it has no objection to the submission 
f this report. 
Yours very truly, 
Maurice J. Tostn, 
Secretary of Labor. 
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Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


{To accompany S. 484] 


The Committee on the Judiciary, to which was referred the bill (S 
484) for the relief of J. Don Alexander, having considered the same, 
eports favorably thereon, without amendment, and recommends that 
he bill do pass. 

PURPOSE 


The purpose of the proposed legislation is to authorize and direct 
the Secretary of the Treasury to pay, out of any money in the Treasury 
not otherwise appropriated, to J. Don Alexander, of Colorado Springs, 
Colo., the sum of $16,720.41, in full settlement of his claim against the 
United States for a refund of an erroneous payment of income tax for 
the vear 1929. 

STATEMENT 


Mr. J. Don Alexander was president and general manager of Alexan- 
der Industries, Ine., of which he and his family owned 70 percent of 
the common stock. In 1929, the corporation was enjoying a period of 
prosperity and the management decided to expand the manufacturing 
facilities. It was also determined that the corporation should issue 
additional capital stock, but it appears that no provision was made for 
the issuance of such stock. Consequently, Mr. Alexander furnished 
the stock for this transaction on which a substantial profit ($135,000) 
was realized because of the favorable listing of this stock on the 
exchange. 

In March 1930, Mr. Alexander filed his personal income-tax return 
for the year 1929 in which he declared as income the profit realized 
from the sale of the shares, although the sum received in exchange for 
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the stock was paid to the corporation and the transaction was 
on the books as a debt to Mr. Alexander. 

By February 12, 1930, the board of directors which had consist, 
of Mr. Alexander, his wife, his son, his brother, and an employee, hy 
been changed and substantial businessmen displaced Mr. Alexand: 
family as members of the board. 

However, on August 3, 1932, Alexander Industries, Inc., was de- 
clared bankrupt. Mr. Alexander thereafter filed a claim against th 
bankrupt estate in the amount of $135,000 as a debt due him fro; 
the corporation. The trustee of the corporation in defending th 
bankrupt estate against this claim contended that this was not ay, 
indebtedness of the corporation to Mr. Alexander, but that \{ 
Alexander had loaned his.stock to the corporation for sale and tha: 
he was to receive a like number of shares of stock in the corporatio 
inreturn. The referee in bankruptey decided against Mr. Alexand 
and found that the shares which were sold had been the corporation's 
stock, Mr. Alexander merely loaning his shares so that prompt deliver 
might be made. This finding was sustained by the trial court and 
confirmed by the Circuit Court of spre als of the Tenth Circuit in th 
case of Ale zrander v. Theleman (69 F. (2d) 610 (1934)). By the tim 
this decision had been rendered, however, Mr. Alexander's opportunit) 
to seek a refund of the income tax which he had paid was barred |) 
the running of the statute of limitations (2 vears). 

This bill authorizes the refunding of the amount of income tax pai 
by Mr. Alexander and is in the same text and in the same amount as 
an earlier bill introduced in the Eighty-first Congress, 5. 1800, whic 
was passed by the Congress but vetoed by the President on August 
29, 1950. The position of the President in vetoing this legislation 
was that the statute of limitations ought not to be waived except wher 
it appears warranted by exceptional circumstances. He indicated it 
bis message to the Congress that he did not believe such circumstances 
existed in Mr. Alexander’s case, since in the early part of 1930 ar 
executive committee of the corporation presented a report to a diree- 
tors’ meeting which indicated that it was the corporation’s stock that 
had been sold. The President concludes that because of this M) 
Alexander was aware at all times within the period in which he could 
have filed a claim for refund of the tax that grave doubt existed as to 
the ownership of the stock which was sold. This position, however, 
ignores the fact that the income-tax return of Mr. Alexander was not 
filed until nearly a month after the meeting to which the President 
refers in his message. An affidavit of the claimant’s attorney which 
appears in the files of the committee states that at the time of th 
hearing Mr. Alexander disagreed with the report submitted at th: 
directors’ meeting, and in fact denied that the report was a correct 
version of the transaction. It certainly seems illogical to say that 
Mr. Alexander would have included the profit from the sale of th 
stock in his income-tax return and paid income tax thereon if ther 
had been any doubt in his mind that the income was properly attribut- 
able to him. It also seems illogical to assert that even before the 
claimant had filed his income tax return he was aware that he was 
entitled to a refund of the tax he was about to pay. 

The decision of the court in the bankruptcy proceeding establishes, 
so far as the committee is concerned, that the profit realized from the 
sale of the shares of this stock was attributable as income to thi 
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corporation and not to Mr. Alexander. Consequently, the Govern- 
ment possesses funds of Mr. Alexander’s to which it was not entitled, 
and the sole question, so far as the committee is concerned, is whether 
Mr. Alexander should be denied a refund of the tax because the time 
limit within which Mr. Alexander could institute legal action has 
expired. The committee certainly agrees with the statement of the 
President in his veto message that the statute of limitations is a 
reasonable obligation which ought to be waived only where it appears 
fully warranted by the circumstances. The committee feels that this 
is one instance in which the return is warranted, since the claimant 
was not aware until after the statute of limitations had run that the 
profit realized on the sale was not attributable as income to him and 
he had a valid claim for the return of the income tax which he paid. 
Consequently, the committee recommends favorable consideration of 
this claim. 

Attached to this report are the reports of the Department of the 
Treasury and the Department of Justice, submitted in connection with 
™ the bill introduced in the Eightieth Congress for the relief of this same 
claimant. Also attached is the affidavit of the claimant’s attorney 
which was filed with the committee and a copy of the veto message of 


t\ ; 7.8 ; 
; the President of the United States, dated August 29, 1950. 
l 
as TREASURY DEPARTMENT, 
eh) Washington, July ?1, 1948. 
: Hon. ALEXANDER WILEY, 
IS Chairman, Senate Committee on the Judiciary, Washington, D. C. 
- My Dear Mr. CuairMan: The attention of the Treasury Department has 
Tt been directed to H. R. 813 (80th Cong., Ist sess.), entitled “A bill for the relief 
I of J. Don Alexander,”’ and which has been referred to the Committee on the 
es Judiciary. 
;' If enacted, the proposed legislation would authorize and direct. the Secretary 
- of the Treasury to pay, out of any money in the Treasury not otherwise appro- 
a priated, to J. Don Alexander, of Colorado Springs, Colo., the sum of $16,720.41, 
at in full settlement of all claims against the United States by the said J. Don 
[} Alexander on account of an erroneous payment of income tax for the taxable 
ld vear ended December 31, 1929, covering the capital net gain from the sale of 
9,000 shares of stock in Alexander Industries, Inc. On July 24, 1946, this De- 
to partment indicated its opposition to an identical bill, H. R. 6048 (79th Cong. 
eT, 2d sess.), in a report requested by the chairman of the House Committee on 
‘ot Claims. For the reasons set forth below, the Department continues to hold that 
nt position, and is not in favor of enactment of the presently proposed legislation. 
; Mr. Alexander’s claim for special relief appears to be based upon a judicial 
Ci determination that the stock sold and upon which he paid the tax in question was 
h not his, and upon the claim that such determination was not made until after 
he expiration of the period of limitations during which a claim for refund of the taxes 
at might be made. One of the purposes of a statute of limitations is to prevent 
controversy over facts which occurred many years before, and this refund claim 
al relates to occurrences which took place more than 16 vears ago. However, by 
he reference to the reported case below, some of the facts giving rise to the claim are 
Te brought out. 
it- In 1929, Mr. Alexander was president and general manager of Alexander 
ndustries, Ine., of which he and his family owned 70 percent of the common 
he stock. Both the corporation and Mr. Alexander had stock of the company for 
als sale, and both had given options to the same third party. A second option given 
by Mr. Alexander for 9,000 shares at $15 a share was later exercised by that third 
08 party, Mr. Alexander furnishing the stock, and the resultant $135,000 was paid 
to Alexander Industries, Inc., the transaction being carried on the books as a 
le debt due Mr. Alexander. When the corporation later became bankrupt, Mr. 
he Alexander filed a claim for the balance of this sum as a debt due him from the 


corporation. The referee in bankruptcy decided against him and found that the 
9,000 shares which were sold had been the corporation’s stock, Mr. Alexander 
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merely loaning his shares so that prompt delivery might be made. This findjp, 
was sustained by a trial court and affirmed in Alerander v. Theleman (69 FB. (24 
610 (1934)). Part of the evidence adduced supporting Mr. Alexander's 

was the fact that he had paid a capital-gains tax on the sale 

The claim for refund has as its basis the finding in that case. However 
should be noted that insofar as the taxabilitv or nontaxability of Mr. Alexande, 
on the stock sale is concerned, the Bureau of Internal Revenue was not and 
not have been a party to the above suit of Mr. Alexander against the trustee j 
bankruptey, and that question was not considered. It should also be noted that 
if for Federal tax purposes it be determined that the stock sold belonged to ¢} 
corporation, and that special relief should be granted to Mr. Alexander, it js 
possible that the corporation would have been taxable upon the sale. Yet 
Government would be unable to collect this tax. This possible one-sided eff 
illustrates one of the difficulties involved in opening up the statutory period ar 
the general over-all equilibrium achieved by the statute of limitations. Yet, ev 
if these points were to be granted, this Department is not of the opinion that tly 
facts in the case are such as to merit special relief. While exceptional cir 
stances mav sometimes exist where it becomes desirable to extend the time 
bevond which Congress has determined that as a matter of sound policy tay 
ers may not obtain refunds of tax overpayment and the Government may 
collect additional taxes, this case does not appear to fall within that category 

Even at the time of the sale of the stock, there was some question regarding 
the ownership of the stock sold. The reported case indicates that Mr. Alexander 
at the trial stated that it had not been his desire to lessen his stockholdings, a: 
the purchaser testified that he had believed it was the corporation’s stock whic! 
he was buving. The transaction was thus shrouded in doubt, which may havi 
been the result of cireumstances pointed out by the circuit court of appeals: ‘‘ Wit! 
out reflecting on Mr. Alexander’s good intentions, he so handled the transac 
that he was in position to claim that it was his stock that was sold if the mar! 
went off, and his corporation’s stock that was sold if the market went up.”’ And 
in the early part of 1930, when there was ample time for Mr. Alexander to clain 
a refund, if indeed he had as vet paid the tax, an executive committee of the cor 
poration was presented a report to a director’s meeting at which Alexander p 
sided, which report indicated it was the corporation’s stock that had been sold 
Therefore, Mr. Alexander was aware at all times within which he could have filed 
a refund claim that grave doubt existed as to the ownership of the stock. In sue! 
circumstances where question exists it is not at all unusual for taxpayers as a 
matter of precaution to file refund claims pending final decision as to the matte: 
in question. This Department is, therefore, of the opinion that special relief 
would not seem to be required where a taxpayer thus fails through negligence or 
other similar reason to file a timely claim, even though he appears to have bee! 
apprised within ample time that such a claim might be in order. Such actior 
would also be discriminatory against other taxpayers similarly situated. 

In addition, the claim set forth in the bill appears to have been erroneous!) 
computed. The records of the Bureau of Internal Revenue disclose that the sur 
of $16,720.41 in question was paid by the taxpayer as income taxes for the taxable 
year ended December 31, 1929, covering capital net gain from the sale of 9,125 
shares of Alexander Industries, Ine., stock during that vear. There appears 
be no question as to his ownership of 125 of these shares, and the income taxes 
attributable to the 9,000 shares in question amounted to only $16,690.84. 

The Director, Bureau of the Budget, has advised the Treasury Department 
that there is no objection to the presentation of this report. 

Very truly yours, 


JOHN S. GRAHAM, 
Acting Secretary of the Treasur 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE ASSISTANT TO THE ATTORNEY GENERAL, 
Washington, September 23, 1945 
Hon. ALEXANDER WILEY, 
Chairman, Commitiee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to your request for the views of this 
Department concerning the bill (H. R. 813) for the relief of J. Don Alexander. 
The bill passed the House of Representatives May 18, 1948. 

The bill would provide for payment of the sum of $16,720.41 to J. Don Alex- 
ander, of Colorado Springs, Colo., in full settlement of all claims against the 
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ited States for the erroneous payment of income tax for the vear 1929 in such 
unt covering the capital net gain from the sale of 9,000 shares of stock in the 

\jexander Industries, Inec., which was later judicially held to be the property of 
corporation and not of J. Don Alexander. 

In compliance with your request, a report was obtained from the Treasury 
Department concerning this legislation. That report, which is enclosed, states 
hat in 1929 claimant was president and general manager of Alexander Industries, 

», of which he and his family owned 70 percent of the common stock. Both 

corporation and claimant had stock of the company for sale and an option 
hich claimant had given to a third party for 9,000 shares at $15 a share was later 
vercised by that third party, Mr. Alexander furnishing the stock and the resultant 
$135,000 was paid to the company, the transaction being carried on the books as 
adebt due claimant. When the corporation later became bankrupt Mr. Alexander 
1a claim for the balance of this sum as a debt due him from the corporation. 
The referee in bankruptey decided against him, however, and found that the 
ock sold had belonged to the corporation, Mr. Alexander merely loaning his 
shares so that prompt delivery might be made. This finding was sustained by 





i trial court and affirmed in Alerunder v. Theleman (69 F. 2d, 610 (1934)). Part 
the evidence adduced supporting Mr. Alexander’s claim was the fact that he 


ad paid a capital gain tax on the sale. The Treasury Department points out 
at even at the time of the stock sale there was some question as to the ownership 
f the stock soid. ‘The reported case shows that claimant at the trial stated 
at it had not been his desire to lessen his stock holdings and the purchaser 
estified that he had believed it was the corporation’s stock he was buying. In 

is connection the circuit court of appeals observed that, ‘*Without reflecting on 

\ir. Alexander’s good intentions, he so handled the transaction that he was in 
osition to claim that it was his stock that was sold if the market went off, and 
is corporation's stock that was sold if the market went up.’’ In 1930, while 

re was vet time for Mr. Alexander to claim a refund upon the tax, a report 

e executive commiitee of the corporation presented at a directors’ meeting 

at which claimant presided, indicated that it was the corporation’s stock that 

ad been sold. The Treasury Department states that, therefore, claimant was 

iware at all times within which he could have filed a refund claim that grave 
oubt existed as to the ownership of the stock. 

Treasury Departinent’s report directs attention to the fact that while the 
aim for refund is based on the finding in the above case, insofar as the taxability 
rnontaxibility of claimant on the stock sale is concerned, the Bureau of Internal 

Revenue was not and could not have been a party to the suit against the trustee 
i bankruptey and that question was not considered. That Department points 
it that if for Federal tax purposes it be determined that the stock belonged to 
e corporation and that special relief should be granted to claimant, it is possible 











hat the corporation would have been taxable on the sale, vet the Government 
would be unable to collect this tax. The report observes that this is one of the 
lifficulties involved in opening up the statutory period and disturbing the general 
ver-all equilibrium achieved by the statute of limitations. The Treasury 


Department states thai while exceptional circumstances Iay sometimes eXist 
vhere it becomes desirable to extend the time limit beyond which taxpayer 
av not obtain refunds of tax overpayments and the Governm 
olleet. additional taxes, this case does not appear to fall within that category 
‘he record also points out that the claim presented by the bill appears to 
been erroneously computed. The Bureau of Internal Revenue records disclose 
at the sum of $16,720.41 was paid by claimant as income taxes for the 














ear ending December 31, 1929, covering capital net gain from the sale o ) 
shares of Alexander Industries, Inc., stock during that year. There appears to 
be no question as to his ownership of the additional 125 shares is to the 9,000 
hares in question, the income taxes attributable to them mounted to only 


$16,690.84, instead of the sum of $16,720.41 which is claimed in the present bill. 

The Department of the Treasury states that it is of the opinion that special 

lief would not seem to be required where a taxpayer fails through negligence 
or other simliar reason to file a timely claim even though he appears to have 
been apprised within ample time that a claim might be in order. It further 
states that such action would also be discriminatory against other taxpayers 
similarly situated. 

The Department of Justice concurs in the opinion of the Department of the 
Treasury. 

The Director of the Bureau of the Budget has advised this Department that 
here would be no objection to the submission of this report. 

Yours sincerely, 
PEY rON Forp, 

Assistant to the Attorney General. 


The 
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AFrFIDAvit oF Tuomas M. Burcess, CoLorapo Sprinas, Coro. 


State or CoLorapo, 
County of El Paso, ss: 

Thomas M. Burgess, being first duly sworn upon oath, deposes and says 

That he is now and for more than 22 years last past he has been, a duly licensed 
and practicing attorney at law in the State of Colorado, and presently maintai; 
his office in the city of Colorado Springs, El Paso County, Colo. 

That he is personal attorney for J. Don Alexander, who resides in the cit 
Colorado Springs, El Paso County, Colo., and that he was one of the attorneys 
for the said J. Don Alexander in the bankruptey proceedings of Alexander [)- 
dustries, Inc., and one of the attorneys who presented the claim against Alexa) 
Industries, Inc., a bankrupt, on behalf of J. Don Alexander and actively partici. 
pated in the conduct of the litigation over said claim before the referee in ha; 
ruptey in the United States District Court for the District of Colorado and in ¢ 
Cireuit Court of Appeals for the Tenth Cireuit, which resulted in the decision 
the case of Alerander v. Theleman, dated March 26, 1934, and reported in 69 
Federal (2d) at page 610, and in which case writ of certiorari to the United States 
Supreme Court was denied, all of which is shown in the record of said case. 

That he is thoroughly familiar with the decision in said case and all of thi 
and evidence in said proceedings as a matter of his own personal knowledge ar 
disclosed by the transcript of record in said case and the briefs of the parties file 
therein. 

That he is familiar with Senate bill No. 1800, and with the position of 1 
Department of Justice and the Treasury Department, as evidenced by their 
adverse reports to a previous bill heretofore passed by the House of Representa- 
tives in the Eightieth Congress. 

Senate bill No. 1800 is a private bill for the relief of J. Don Alexander, the pur- 
pose of which is to authorize the Secretary of the Treasury to pay the sum of 
$16,720.41 as a refund of an erroneous payment of income tax for the vear 192% 
which covered the capital net gain from the sale of 9,000 shares of stock in Alexan- 
der Industries, Inc., and as to which transaction the Circuit Court of Appeals for 
the Tenth Cireuit, in 1934, held that the stock which has been sold by Mr. Alexan- 
der had been loaned to the corporation for that purpose, and was to be replaced in 
stock out of the unissued stock of the corporation. 

The sale of the 9,000 shares of stock occurred during the year 1929. In Mare] 
1930, Mr. Alexander filed his income-tax return for the vear 1929 and computed 
and paid tax from the profit of the sale in the principal sum of $16,720.41 in the 
then belief that he had sold his own personal stock and was personally liable for 
the payment of income tax on the profit realized. Four years later, it was finally 
judicially determined that he had loaned his stock to the corporation for sale 
and that he was to have received a like number of shares of stock of the corpora- 
tion in return. The corporation had received and used the money derived fron 
the sale of the stock. Mr. Alexander had neither the stock nor his money, and 
had paid income tax to the United States Government in the amount of $16,720.41, 
for which he was not liable, and to which the Government was not entitled. 

This affiant believes that the justification for the pending bill lies in the fact 
that the Government received money from Mr. Alexander, to which it was 1 
entitled, and if he could have filed a justifiable elaim for refund within 2 vears 
after the tax was paid, he would unquestionably have been entitled to the return 
of his money with interest. 

He had no basis, however, for filing a claim for refund, at least until the trans- 
action had been questioned. This did not occur until after the 2-vear period had 
expired. Alexander Industries, Ine., was adjudged bankrupt on August 3, 1932 
Mr. Alexander filed his claim against the bankrupt for monevs advanced 01 
August 25, 1932. The claim was not heard before the referee until February 
1933, and the findings and order of the referee disallowing the claim was entered 
on April 12, 1933, which was more than 3 vears after the tax return was filed. \ 
least, until that time there was no doubt in Mr. Alexander’s mind that the stock 
which had been sold was his stock, that he had loaned the proceeds thereof to t! 
corporation and that he was liable for the income tax thereon, in accordance wit! 
the return which he had filed and the tax which he had paid. 

The Treasury Department and Department of Justice both insist, however, 
that Mr. Alexander was aware at all times within which he could have filed refund 
claim that grave doubt existed as to the ownership of the stock. They base this 
statement upon three comments contained in the decision of the case. The 
conclusions of the court are, of course, based upon conflicting evidence and are 
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| by the court for the purpose of showing that there was sufficient conflict in 

e evidence to warrant the decision of the referee disallowing the claim. 

In the first place, it is said in the opinion, and referred to by the Treasury 

partment and the Department of Justice, that the claimant, at the trial, stated 

at it had not been his desire to lessen his stock holdings. The case shows the 
question and answer as follows: 

It was your purpose, at that time, not to lessen your stock holdings?’ Answer: 
That is right.” 

The transcript of record in the case further shows, however, that Mr. Alexander 
also testified that it was his purpose at the time to attempt to repurchase his 
stock through sags in the market at a price for less than his selling price. 

is also said by the Treasury Department and the Department of Justice 
that the court, in commenting on the transaction, stated as follows: 

Without reflecting upon Mr. Alexander’s good intentions, he so handled the 
transaction that he was in a position to claim that it was his stock that was sold 
‘the market went off and his corporation stock that was sold if the market 
went up.” 

This is a correct quotation from the case. It was made, however, in connection 
with the court’s holding that Mr. Alexander was acting in a fiduciary capacity in 
he transaction, and that if there were any doubts about the transaction, then 
those doubts must be resolved against Mr. Alexander, on the general principle 
hat in bankruptey the rights of the creditors must first be protected and that Mr. 

xander was held to strict proof of his claim. In this connection, the court 
nmediately followed the last quotation with the following language, to-wit: 

Under this state of facts, the proof must be clear indeed before Mr. Alexander 

ay profit at the expense of corporate creditors. If the record then made leaves 
he question an open one, the doubt must be resolved in favor of the creditors.” 

It is also interesting to note that, at page 613 of the opinion, the court stated 
ais follows: 

There is support in the record for a finding either way, and that is the vice of 
he transaction.” 

' Treasury Department has also said: 

And in the early part of 1930, when there was ample time for Mr. Alexander 

claim a refund, if indeed he had as yet paid the tax, an executive committee of 

corporation presented a report to the directors meeting, at which Mr. Alex- 
wider presided, which report indicated it was the corporation’s stock that had 
en sold.” 

Che record in the case shows that on February 12, 1930, a meeting of the board 
f directors of the corporation was held, at which time the executive committee 
f the corporation reported to the board of directors, which was not then con- 
trolled by Mr. Alexander, and the committee report made 10 recommendations, 
woking toward reduction of expenses and elimination of book liabilities. The 
tenth item of the report is as follows: 

“The item of $108,086.69 appearing on November 30 statement as ‘new officers’ 
hould be adjusted and removed from liabilities if possible. We were advised that 
this represented proceeds of sale of some personal stock which was later to be 
replaced from treasury stock. If this is correct and can be so arranged, then it 
would help offset the deficit to be created by inventory write-off.” 

Mr. Alexander presided at the meeting. The balance of the board, which he 
lid not then control, accepted the report, with Mr. Alexander not voting. He 
naturally later signed the minutes, approving the minutes of the meeting, as 
being a correct statement of the occurrences thereat. At the time of the hearing, 
he testified that he did not agree that such was the transaction, and, in fact, 
denied that such was the transaction. 

Bearing in mind that he did not file his 1929 income-tax return until & month 
after the meeting of February 12, 1930, it seems farfetched to say that if there had 
been any doubt in his mind as to the nature of the transaction that he would 
have included the profit from the sale of the stock as his own personal stock and 
paid the income tax thereon. 

It is this affiant’s belief that there was never any doubt in Mr. Alexander’s 
mind as to the nature of the transaction, or as to his right to recover the cash 
from the corporation until after the referee had entered his order disallowing the 
claim on April 12, 1933, when it was then too late for Mr. Alexander to file & 
claim for refund. 

It is also said by the Treasury Department and the Department of Justice 
that “if for Federal tax purposes it is determined that the stock belonged to the 
corporation and that special relief should be granted to claimant, it is possible 
that the corporation would have been taxable on the sale, yet the Government 





§ J. DON ALEXANDER 


would be unable to collect this tax. This possible one-sided effect. il! 
one of the difficulties involved in opening up the statutory period and the 
over-all equilibrium achieved by the statute of limitations.” It was deter: 

by the court that the stock sold had been loaned to the corporation } 
Alexander in order to effect prompt delivery. This was, in effect, then, a sal, 
the corporation’s own unissued stock. This affiant submits that upon suc! 

of the corporation’s unissued stock no gain or loss could have been recog: 
and there could not have been any possible tax against the corporation. 

The Treasury Department and the Department of Justice also suggest 
the claim is for more than the amount of the tax involved, and assert tha 
income tax attributable to the sale of 9,000 shares of the stock amount 
only $16,690.84. 

The facts upon this item are as follows: After the filing of the return by \; 
Alexander, the Bureau reviewed the stock transaction in September 1931. |; 
then determined that the sale price of the 9,000 shares of stock was $135,257 
They determined that the cost of these shares to Mr. Alexander was 0.1637 ¢ 
per share, and after deducting the $1,493.76 as the original cost of the stoek, th 
arrived at a capital net gain of $133,763.24, on which the total tax was $16,720.41 
These were the Bureau’s own figures on the transaction at that time, and 
approved and confirmed by a letter dated November 21, 1945, from Josep} 
Nunan, Jr., Commissioner, addressed to the Honorable J. Edgar Chenowet 
then Congressman from Colorado, in which letter Mr. Nunan said in part as follows 

“This gain was subsequently increased by an adjustment made in the Bu 
to $133,763.24, on which the taxpayer paid a tax of $16,720.41.” 

It is the belief of this affiant that the special circumstances, recognized by 
Treasury Department exist in this ease, do not only justify, but require the relief 
requested. 

That this affiant has no personal interest in this matter, except as regular counsel 
for Mr. Alexander, and he has no agreement with Mr. Alexander as to the payment 
of an attorney’s fee, if the relief be granted. 


Tuomas M. Buracess. 


Subscribed and sworn to before me this 26th day of January A. D. 1950. 
[SEAL] Bess Warp, Notary Public. 


My commission expires October 31, 1953. 


MeEssacke From THE PRESIDENT OF THE UNITED States RETURNING WitrHo 
APPROVAL THE Biuiu (S. 1800) Entittep “AN Act FoR THE RELIEF OF J. Dox 
ALEXANDER” 


To the Senate of the United States 

I return herewith, without my approval, 8. 1800, an act for the re 

Don Alexander. 

The bill would authorize and direct the Secretary of the Treasury to pay 
of anv money in the Treasury not otherwise appropriated, to J. Don Alexa 
of Colorado Springs, Colo., the sum of $16,720.41—“in full satisfaction of 
claim against the United States for refund of an erroneous payment of incor 
tax for the vear 1929 which covered the capital net gain from the sale of 
thousand shares of stock in the Alexander Industries, Incorporate.”’ 

Mr. Alexander’s claim for special relief is based upon a judicial determinati 
in the case of Alerander \ Theleman (69 F. (2d) 610), that the stock sold u 
which he paid the tax in question was not his, and upon the claim that 
determination was not made until after expiration of the period of limitations 
ing which a claim for refund of the taxes might be made. ‘The facts set fort! 
that case indicate that in 1929 Mr. Alexander was president and general manag 
of Alexander Industries, Inc., of whieh he and his family owned 70 percent of t! 
common stock. Both the corporation and Mr. Alexander had stock of 
company for sale, and both had given options to the same third party. A seco 
option given by Mr. Alexander for 9,000 shares at $15 a share was later exercis 
by the third party, Mr. Alexander furnishing the stock, and the resultant $135,000 
was paid to Alexander Industries, Inc., the transaction being carried on the 
books as a debt due Mr. Alexander. When the corporation later became bank- 
rupt, Mr. Alexander filed a claim for the balane of this sum as a debt due hi! 
from the corporation. The referee in bankruptey decided against him and found 
that the 9,000 shares which were sold had been the corporation’s stock, Mr 
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exander merely loaning his shares so that prompt delivery might be made. 


finding was sustained by a trial court and affirmed in the case referred 
above. 
e Congress has determined it to be sound policy to inetude in the revenue 
ys statutes of limitations by the operation of which, after certain period of time, 
ecomes impossible for the Government to collect additional taxes or for the 
ver to obtain a refund of moneys paid to the Government. Controversies 
stale claims are thus prevented and impartiality and certainty of admin- 
tration result. These principles on which the statute of limitations is grounded 
of particular significance in this case, in which the refund claim relates to 
nsactions which took place 21 vears a 
Moreover, while exceptional circumstances may sometimes exist where it 
nes desirable to extend the time limit bevond which the Congress has deter- 
ed that as a matter of sound policy taxpayers may not obtain refunds of tax 
iyment and the Government may not collect additional taxes, this case 
t appear to fall within that category An examination of the available 
lence, as set forth in the reported case, indicates that even as early as the 
e of the sale of the stock there was some question regarding the ownership of 
stock sold. Furthermore, in the early part of 1930, when there was ample 
efor Mr. Alexander to claim a refund, an executive committee of the corpora- 
presented a report to a directors’ meeting at which Mr. Alexander presided, 
report indicated it was the corporation’s stock that had been sold There- 
Mr. Alexander was aware at all times within which he could have filed 
i claim that grave doubt existed as to the ownership of the stock 
granting of special relief in this case, 21 years after the amounts sought 
paid to the Government, and where a refund was not claimed in the time 
manner required by law would, in the absence of special circumstances which 
not appear to exist here, constitute a discrimination against others similarly 
situated, would create an undesirable precedent and would violate the principles 
ted above on which the statute of limitations is grounded. Under the cireum- 
stances, therefore, I am constrained to withhold mv approval of the bill. 
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Harry S. TRUMAN, 
Avocust 29, 1950 
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s3p CONGRESS SEN: g Report 
Ist Session ' No. 61 


ALTOON SAPRICHIAN 
MARCH 2, 1953.—-Ordered to be printed 


LANGER, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany 8. 615] 


The Committee on the Judiciary, to which was referred the bill 
5.615) for the relief of Altoon Saprichian, having considered the same, 
reports favorably thereon without amendment and recommends that 
the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Altoon Saprichian. The bill provides for an 
appropriate quota deduction and for the payment of the required visa 
ree, 

STATEMENT OF FACTS 


The beneficiary of the bill is a 60-year-old native and citizen of 
Turkey who last entered the United States as a visitor on August 26, 
1950. For many years she was employed as a teacher in a mission 
operated by the American Congregational Foreign Mission, in Piraeus, 
(Greece. She has a 57-year- -old sister who is a citizen of the United 
States. 

A letter with attached memorandum dated March 25, 1952, to the 
chairman of the Senate Committee on the Judiciary from re De ‘puty 
Attorney General with reference to S. 1743, which was a bill introduced 
— Eighty-second Congress for the relie f of the same alien, reads as 
OLOWS: 


26007 
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Marcu 25, 1952 
Hon. Pat McCarran, . 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to your request for the views of tho 
Department of Justice relative to the bill (S. 1743) for the relief of Altoon Sapri- 
chian, an alien. The bill would grant the alien permanent residence in the 
United States. 

A memorandum of information, prepared by the Immigration and Naturali 
tion Service of this Department setting forth the facts in the case of this alie: 
attached. 

The record presents no facts which would justify the enactment of special legis. 
lation granting a preference over other aliens similarly situated who desire to enter 
this country for permanent residence, but who are required to remain abroad and 
await their turns for quota numbers. 

Accordingly, this Department is unable to recommend enactment of the 
measure. 

Sincerely, 


a- 


A. Devitr VANECH, 
Deputy Attorney General. 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
SERVICE Fires RE ALTOON SAPRICHIAN, BENEFICIARY OF 5S. 1743 


Miss Altoon Saprichian was born in Harpoot, Turkey, during April 1892. 
She is a citizen of Turkey of the Armenian race. She last entered the United 
States on August 26, 1950, at the port of Miami, Fla., via plane, from Haiti and 
was admitted as a visitor to October 31, 1950. She was granted an extensi 
of her temporary stay to April 30, 1951. Her application for a further stay was 
denied but she was granted until June 10, 1951, within which to depart from t 
United States. She did not depart and on September 12, 1951, a warrant of 
arrest in deportation proceedings issued against her containing the charge that 
after admission as a visitor she has remained longer than permitted under th 
immigration laws. 

From 1926 until 1949 the alien resided in Piraeus, Greece, where she was em- 
ployed as a teacher in a mission operated by the American Congregational Foreign 
Mission. She arrived in Haiti on January 12, 1950, where she joined her sister, 
Sarra Saprichian, an American citizen, whom she subsequently accompanied to 
the United States. The alien’s sister, who had suffered a heart attack in Haiti, 
is employed as a nurse at the New York Hospital and earns about $250 a mont! 
She was hospitalized at the New York Hospital during August and September 
1950, and has since continued under the care of the cardiac clinie of that hospital 
Miss Altoon Saprichian believes that her presence is necessary to her sister’s peace 
of mind and physica! comfort. She prepares her quarters and meals since her 
sister is not well enough to carry on her work as a nurse and at the same time do 
her own housekeeping. 

Inasmuch as the quota of Turkey, to which the alien is chargeable, is oversub- 
scribed, an immigration visa is not readily obtainable. 


Senator Herbert H. Lehman, the author of the bill, submitted a 
number of letters and documents in connection with the case, among 
which are the following: 


AFFIDAVIT 


Re Seprichian, Miss Altoon M. 0300—359308 56280/695, request for act of Congress 
for permanent residence as a refugee. 
Strate or New York, 
County of New York, ss: 

I, Sarah Saprichian, residing at 1320 York Avenue, in the city, county and the 
State of New York, being duly sworn depose and say: 

That I am a citizen of the United States, being naturalized by the United States 
District Court held in New York City on September 2, 1937, and was issued 
Certificate No. 425960. That I am single. 

That I am a registered nurse by profession, and since 1934 I have been emploved 
as a graduate nurse at the New York Hospital. That I was born in Harpoot, 
Turkish Armenia, and graduated[from the American Euphrates College and the 
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ospitalas a nurse. That during World War I, I served as a nurse in the American 
Hospital, and later in the hospital of the American Near East. Relief Hospital. 
That in 1922 I came to Greece with the Armenian re fugees from Turkey, and 
until 1927 I was employed as a nurse in the American Women’s Hospital in Athens, 
Greece. That since 1927 I have been in the United States. 

That during World War I, my parents were killed: my sister Altoon and I 
were saved because we were employed by American institutions. That my only 
other surviving relative is Dr. K. M. Davidian of New York, who is a veteran 
of World War I, having served in the United States Army during that war. 
7 hat my sister Altoon M. Saprichian was also a graduate of the American College 

1 Harpoot; that she was employed in Harpoot by the American missionaries as 
a ied rgarten and first grade teacher for 7 years, and in 1922 she also came to 
Greece with the Armenian refugees, and from 1922 to 1949 October she was 
employed in Greece as teacher in the Armenian Evangelical Schools supported 
jointly by the American Board of Missions and the Armenian Missionary Asso- 
ciation of America, Ine. 

That it has been my desire to bring my sister to the United States for per- 
manent residence, and she was registered in the American consulate in Athens, 
Greece, as an applicant for visa as a quota immigrant under Turkish quota in 
October 2, 1937. That on February 14, 1941, she was informed by the American 
consulate that visa number was available for her, but she was advised to wait 
intil the end of war. But after the war she was put back on the waiting list. 
but she has been deprived of her priority on the Turkish quota list. The demand 
for first preference quota numbers have so increased that till now no quota num- 

have become available for my sister. That no assurance is given as to 
when quota number may become available for her. That it was after learning 
this situation from the Visa Division of the Department of State, I wished to 
bring my sister to Haiti, where I could visit her during my summer vacations 
and where living conditions were better than in Greece, where during the war 
my sister suffered much hardships. 

That while I was visiting my sister in Cap Haitien, Haiti, on August 6, 1950, I 
had several severe heart attacks, and was taken to the hospital and received 
treatment for 10 days. That not being well enough to travel alone, my sister 
accompanied me to New York, being granted a temporary visitor’s visa by the 
{merican consul in Haiti. That my sister has been with me since August 26, 
1950. That after my return to New York I was admitted to the New York Hos- 
pital as a patient and was in bed until November 15, 1950. That I am suffering 
from coronary occlusion, which may develop at any time to angina pectoris 
That I am now able to serve in the hospital as a night nurse in charge of a small 
ward of 10 beds, but no one can tell how long I shall be able to do this work 
That in view of the precariousness and uncertainty of my health, the departure of 
my sister from the country will work extreme hardship on me and will have dis- 
astrous effect on my health. 

That in addition to above considerations, I wish to call your attention to the 
following facts: 

First, my sister both by education and character and service has been associated 
ill her life with American missionaries and institutions. That in fact she has been 
an American protégée. She has been a firm believer of American way of life. 
She has promoted all her life American ideals and education in the Near Rast 

Second, she is truly a refugee and has been a refugee since the end of World 
War I. She is a stateless person, and is not citizen of any country. She is in 
possession of a Nansen Certificate of Identity issued by order of former League 
of Nations and recognized now by the United Nations Refugee Commission 

Third, that the only reason she is unable to adjust her status as a refugee under 
section 4 of Displaced Persons Act of 1948, as amended, because she has entered 
into the United States in August 26, 1950, instead of April 30, 1949, as provided 
for by that act. 

Fourth, that she is no longer able to return to Greece as a refugee, as she has 
been away from Greece more than a year, and that is the Greek law. If she 
returns to Haiti, she has no one there, and cannot speak the language of the 
people. My health will not permit me to visit her in the future. She will be 
suffering from lonesomeness while 1 will be suffering here myself. 

Finally, no hope is given by our Government as to when a quota number may 
become available for my sister. That under these most unfortunate cireum- 
stances, I am constrained humbly to beg the Congress of the United States by 
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special act to grant relief by permitting my sister to remain in the United States 
as a permanent resident. That it is evident that under the present circumstance 
no Other remedy is available. 
SARAH SAPRICHIAN, 
Subscribed and sworn to before me this 28th day of May 1951. 
[SEAL] Victor L. Rosst, 
Notary Public. 
Commission expires March 30, 1953. 


THe ARMENIAN EVANGELICAL CHURCH OF NEW York, 
New York 16, N. Y., May 28, 1951. 
Hon. Hersert H. LEHMAN, 
United States Senate, Washington, 2. C. 


Hon. Senator Lenman: I, Antranig A. Bedikian, the pastor of the Armenian 
Evangelical Church of New York since 1915, and a citizen of the United States, 
vouch for the following facts as I know them to be true: 

First, that I have known Miss Sarra Saprichian as a member of this church in 
good and regular standing since 1933, held in high esteem and affection by me and 
the membership of this church for integrity of character, exemplary Christian life, 
kind ess, and charity. 

Secondly, that she has been a resident nurse at the New York Hospital for 
many years doing her assigned work with competence and devotion. 

Thirdly, that she is a most loyal citizen of the United States. 

Fourthly, that she has been suffering of a failing beart that made hospitalization 
and medical care necessary for months. Although at present she is on duty but 
her assignments are light. But her health continues to be precarious. 

Fifthly, that on the basis of her condition she was permitted to have her sister, 
Altoon Saprichian, come from Haiti to take care of her during her sickness. Her 
term of stay in United States having been expired she will have to leave unless 
some special dispensation can be made in her favor. Considering Miss Sarra 
Saprichian’s precarious condition the necessity of making some such dispensation 
is urgent and the case is so genuinely deserving of favorable consideration that we 
submit this request on her behalf. 

tespectfully vours, 
A. A. BEDIKIAN, 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 615) should be enacted. 
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EUGENE RIVOCHE AND MARIE BARSKY 
MARCH 2, 1953.—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany 8. 837] 


The Committee on the Judiciary, to which was referred the bill 


(S. 837) for the relief of Eugene Rivoche and Marie Barsky, having 
considered the same, reports favorably thereon withoutZamendment 
and recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Eugene Rivoche and Marie Barsky. The bill 
provides for appropriate quota deductions and for the payment of the 
required visa fees. 

STATEMENT OF FACTS 


The beneficiaries of the bill, brother and sister, were born in Latvia 
on August 2, 1890, and September 3, 1891, respectively. They were 
brought to the United States in 1947 as visitors to conduct experi- 
ments in the solidification of gasoline for the War Department. Dr. 
Rivoche and his sister have collaborated in the development of many 
processes and inventions not only in the field of fuels, but also in the 
field of food techniques. Their applications for adjustment of status 
under section 4 of the Displaced Persons Act were denied because 
they were unable to establish that they could not return to France 
because of fear of persecution on account of race, religion, or political 
opinions. The committee is of the opinion that the development of 
the inventions and processes of Dr. Rivoche and his sister will con- 
tribute much to the economy of this country. 

A letter dated August 24, 1951, to the chainman of the Senate Com- 
mittee on the Judiciary from the Deputy Attorney General with refer- 
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ence to S. 154, which was a bill introduced in the Eighty-second Cop. 
gress for the relief of the same aliens, reads as follows: 


AuGust 24, 195] 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of | 
Department of Justice relative to the bill (5. 154) for the relief of Eugene Rivo 
and Marie Barsky, aliens. 

The bill would provide that Eugene Rivoche and his sister, Marie Barsky 
were admitted into the United States on temporary visas, shall be consider 
have been lawfully admitted into the United States as of April 29, 1947 
May 8, 1947, the dates of their respective entries into the United States 
payment of the required head taxes and visa fees. It would aiso direct 
Secretary of State to instruct the proper quota-control officer to deduct 
numbers from the appropriate immigration quota. 

The files of the Immigration and Naturalization Service of this Depart: 
disclose that Eugene Rivoche and his sister, Marie Barsky, are natives of Latvig 
having been born in Riga, on August 2, 1890, and Rezekne, on September 3, 189 
respectively. They claim to be citizens of France by naturalization in 1948 
they have not received certificates of naturalization because they left France prior 
to delivery thereof. Mr. Rivoche last entered this country at the port of \y 
York, on November 26, 1947, while Mrs. Barsky, a widow, entered at the sa 
port on May 8, 1947. They were temporarily admitted as visitors pursuant 1 
section 3 (2) of the Immigration Act of 1924. Mr. Rivoche had previous 
entered the United States at Westover Field, Chicopee, Mass., via Army plane \ 
April 29, 1947. Both aliens subsequently filed applications for adjustment of 
their status under the Displaced Persons Act of 1948. At the hearing upor 
applications they asserted that they were unable to return to France because thi 
had left without notifying the authorities, and that they had violated article 76 
of a French Government decree, dated July 29, 1939, which provides in part that 
“any French citizen who will deliver to a foreign power or its agents in any fort 
and by any means whatsoever, asecret relative to the national defense,’’ will by 
guilty of treason and sentenced to death. Denial of their applications was 
recommended because they had not established that they cannot retur 
France because of fear of persecution on account of race, religion or political 
opinions. A final decision on their applications has not been made. 

The files further reflect that Eugene Rivoche served as lieutenant colonel 
the Russian Army from 1914 to 1921 and was chief of the Soviet Trade Missi 
in China. In 1922 or 1923 he was arrested, accused of profiteering, and co: 
demned to death. However, through the influence of friends in the Commut 
Party, the death penalty was revoked and he was banished from Russia. | 
Paris, after that city’s liberation, it was reported that he was active in the blact 
market, buying and selling patents at large profits. In 1945 or 1946, he was 
close friend of the chief of the Soviet Trade Mission in the city, and was used | 
the mission on several occasions. In 1947, he purchased a formula from a Fret 
citizen, or perhaps invented one, for solidifying gasoline, and presented it to t! 
American military authorities. The United States Army transported bin 
the United States for the purpose of assisting in the development of the petro- 
leum solidification process. His connection with the Army and the War Depart- 
ment has ended. Since 1919, his sister has collaborated with him in his wor! 

The quota of Latvia, to which the aliens are chargeable, is oversubscribed ar 
quota immigration visas are not readily obtainable. Eugene Rivoche and his 
sister were brought to the United States for a temporary period to condu 
experiments in the solidification of gasoline for the War Department. T 
contract ended on June 24, 1948, but they have since attempted to legalize their 
residence by filing applications as displaced persons residing in the United } t ite 
As it does not appear that a final decision on their displaced persons applic \tir 
has been rendered, they have not vet exhausted their administrative remedies 
The record presents no facts which would justify granting them preferences 
over other aliens who desire to enter the United States for permanent residence 

Accordingly, the Department of Justice is unable to recommend enactment 
this bill. 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney Genera 
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In addition, a number of statements and affidavits concerning the 
beneficiaries of the bill have been submitted to the committee, among 
which are the following: 


{usscoTr ASSOCIATES, 
Detroit, Mich., October 31, 1952 
Hon. James P. McGRANERYy, 


The Attorney General of the United States, 
Washington, D. C. 

Dear ATTORNEY GENERAL: We have learned that Dr. Eugene Rivoche. a 
native of Latavia, has pending before the Immigration and Naturalization Service, 
an application for the benefits of the Displaced Persons Act. 

Dr. Rivoche has developed a new process of food treatment, which is sen- 

ionally new in the field of food technique and is of the greatest importance for 

he food industry. He is the owner of numerous patents and patent applications. 

Our organization took over the manufacture of some products using Dr. 
Rivoche’s new processes and formulae. He also takes part in our activities as 
our consultant in research and development and we hope that our relationship 
will be permanent. 

We are convinced that Dr. Rivoche is one of the most outstanding scientists 

the field of food treatment and that, therefore, favorable action on his applica- 

will be of decided advantage not only to us, as an organization, but to the 
national interests of the United States as well. On the other hand, his departure 
from this country would work irreparable injury to all concerned. 

We have known Dr. Rivoche for a period of 18 months. We also have infor- 
mation about him from a leading food firm in Great Britain, with whieh Dr. 
Rivoche has been associated since 1939. We are satisfied and convinced that he 

lefinitely opposed to communism and wholly in sympathy with American 
standards, customs, and ideals, and the accepted concepts of American democracy. 

Dr. Rivoche and his family have suffered mentally, physically, and financially 
from the machinations of the Communists, and it is hoped vou can see vour way 
clear to direct favorable action of his application, being confident that the United 
States will acquire an exceptionally able, worthy, and loval son. Permission for 
Dr. Rivoche to remain in this country would be a fulfillment of his dearest wish 

Very truly yours, 
Russet, H. Rogers. 


THe Evecrric Avro-LirE Co., 
Toledo, Ohio, December 4, 1952 
Hon. Unirep States ArrorNEY GENERAL, 
Washington, D. C. 

We respectfully urge favorable consideration of the application of Dr. Eugene 
Rivoche under the Displaced Persons Act. 

Dr. Rivoche is the inventor and owner of six United States patent applications 
for measuring and supplying fuel to internal-combustion engines. Our company 
was so favorably impressed with these inventions that we entered into an agree- 
ment with him to acquire a license and also entered into an agreement with him 
for consultation services with our engineering staff. 

In our opinion, Dr. Rivoche is a gentleman of culture and refinement who can 
and will make further contributions to the cultural and scientific progress of our 
country. 

Very truly yours, 
J. P. Fauvey, 
Vice President 


Bacon & THomas, 
Washington, D. C., January 15, 1958. 
te Rivoche 
Hon. Witi1aM E, JENNER, 
Senate Office Building, Washington, D. C. 

My Dear Senator: I desire to support the application for citizenship of the 
above subject. 
_ Before coming to this country Dr. Rivoche had made many celebrated inven- 
tions. One concerned a process for making potato flour suitable for mashed 
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potatoes. He was successful in the enforcement of his patent rights before the 
English courts. That invention is now in worldwide use and the product jg 
indeed, used extensively by our Armed Forces. 

On the recommendation of Frank J. McCarthy, of Washington, D. @ 
became patent counsel for Dr. Rivoche some months ago and have had intimate 
contact with him since that time. 

Of the inventions I am primarily concerned with, one relates to a basic and 
fundamentally new process for che preparation of foods generally. For example 
Dr. Rivoche has established that inferiorally graded potatoes, which ordinarily 
represent waste, can be processed with the aid of his inventions to make potato 
chips of any predetermined grease content. <A license has been granted by Dr 
Rivoche, following exhaustive tests, to Russell H. Rogers and William A. Seot, 
who have organized a corporation for the nationwide exploitation of the invention 
in collaboration with American Machine & Foundry Co. 

Dr. Rivoche is also working intimately as a consultant for the American Ma- 
ehine & Foundry Co., who are spending many thousands of dollars to build a 
machine for high-speed production of various food items employing his invention 

Furthermore, I have attended demonstrations Dr. Rivoche has made for 
Kraft Foods Co., a subsidiary of National Dairies. As a result of these demon- 
strations Kraft has executed an agreement, a copy of which is attached hereto 
The Kraft officials have represented that his is the most important development 
in the food industry which has come before them for many years. At the present 
time their large corps of chemical and research men are working exclusively in 
connection with tests of the various food items which Dr. Rivoche’s invention 
contemplates. 

In my opinion Dr. Rivoche is one of the foremost experts on colloidal chemistry 
we have in this country. It was this expertise which made it possible for him 
to develop jelly gasoline for our department of defense, referred to in the state- 
ments by Dr. Rivoche and Mr. Townsend concurrently filed. 

It is my considered judgment that Dr. Rivoche’s revolutionary inventions deal- 
ing with colloidal chemistry will revolutionize the food industry and will havea 
notable effect upon our economy, providing he is permitted to pursue many of 
his concepts. 

Many other inventions, not relating to foods, have also been submitted to us 
which appear to be basically and fundamentally new. In that connection a 
carburetor is being developed under a license agreement with Electric Auto-Lite, 
and there are other inventions relating to techniques of cooling. 

Having practiced patent law for more than 30 years I can represent to you 
without hesitation that Dr. Rivoche is one of the most versatile and brilliant 
inventors this office has come in contact with. 

Very truly yours, 
Francis THomas. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 837) should be enacted. 


O 








LAW LIBRARY 


UNi\. Or MiCH, 
APR 2.9 1953 Calendar No. 58 


S3p Congress SENATE f Report 
Ist Session j No. 63 


PHED VOSNIACOS 


MARCH 2, 1953.—Ordered to be printed 


——————— 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany 8S. 101] 


The Committee on the Judi lary, to which was referred the bill 
(S. 101) for the relief of Phed Vosniacos, having considered the same, 
reports favorably thereon, with an amendment, and recommends that 
the bill, as amended, do pass 


AMENDMENT 


On line 7, strike the words “and head tax” 


PURPOSE OF THE BILI 


The purpose of the bill, as amended, is to grant the status of per- 
manent residence in the United States to Phed Vosniacos. The bill 
vides for an appropriate quota deduction and for the payment of the 
required visa fee. The Immigration and Nationality Act does not 
provide for the payment of a head tax, and the bill has been amended 
accordingly. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 24-year-old native and citizen of 
Greece who last entered the United States on December 1, 1947, to 
attend Michigan State College at. East Lansing, Mich. He is pres- 
ently employed as a reporter for the State Journal in Lansing, Mich. 

A letter with attached memorandum dated April 3, 1952, to the 
chairman of the Senate Committee on the Judiciary from the Deputy 
Attorney General with reference to S. 1596, which was a bill intro- 
duced in the Eighty-second Congress for the relief of the same alien, 
reads as follows: 
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Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Ne nate, Washington, >» €. 

My Dear Senator: This is in response to your request for the views of 1 
Department of Justice relative to the bill (S. 1596) for the relief of Phed Vosnia 
analien. The bill would grant the alien permanent residence in the United Stat 

\ memorandum of information prepared by the Immigration and Natura 
tion Service of this Department, setting forth the facts in the case of this a 
is attached. 

The record in this case fails to present facts which would justify the enact 
of special legislation granting the alien a preference over others who re 
abroad and follow the procedure prescribed by the general law in obta 
permanent residence in the United States. 

\eccordingly, this Department is unable to recommend enactment 
measure, 

Sincerely, 
\. Devirr VANECH 
Deputy Attorney Gen: 


MerEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATIOS 
SERVICE FILES RE PHebD Vosniacos, BENEFICIARY OF 8S. 1596 


Phed Vosniacos (Phedon Demitri Vosniacos), a citizen of Greece, was bor: 
Athens on July 24, 1927 He arrived at the port of New Orleans, La., on Dece 
ber 1, 1947, as a student to attend Michigan State College, East Lansing, Mic} 
He received extensions of his temporary stay to October 31, 1951. 

Mr. Vosniacos, who is single, has an aunt residing in Chicago, Ill. Si; 
June 1950 he has been emploved as a part-time reporter for the State Journa 
Lansing, Mich. He attended school in Athens, Greece, until 1940 and fron 
1941 until 1945, he attended Robert College in Istanbul, Turkey. His parents 
now reside in Turkey. 

The quota of Greece, to which the alien is chargeable, is oversubscribed and 
a quota immigration visa is not readily obtainable. 


Senator Homer Ferguson, the author of the bill, has submitted 
additional information in support of the bill, among which is the 
following: 


INFORMATION IN CONNECTION WitrH Biti 8S. 1596 


Ouestion No. 1. The circumstances surrounding the entry of the person to the lina 
States 

Was admitted to the United States on December 1, 1947, at the port of Ni 
Orleans, La., es a 4 (e) nonquota student. Was enrolled as a foreign student at 
Michigan State College, Bast Lansing, Mich., on January 2, 1948, under a ful 
scholarship bestowed by His Holiness Athenagoras, Patriach of the Gree! 
Orthodox Churches, Istanbul, Turkey—at the time Archbishop of the Greek 
Orthodox Churches in North and South America. 


Question 2. The present activities of such person 
Was graduated from Michigan State College on June 3, 1951, with a B. A 
degree in journalism. While waiting action on bill 8S. 1596. reenrolled at Michi- 
gan State College for graduate studies in English and political science. 
Question No. 3. How such person ts presently earning a living; or whether dependent 
on some other person for support 
Dependent for support as a graduate student on father, Dimitri 8. Vosniacos 
commercial counselor, Royal Greek Embassy, Ankara, Turkey. 
Question 4. Whether or not such person is engaged in any activities, political 
otherwise, injurious to the American public interest 
No. 
Question No. 5. Has such person been convicted of an offense under any Federa/ 0 
State law, and if so, what offense 
No. 


I swear these statements to be true: 
PuHep D. Vosntacos 
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rE OF MICHIGAN, 
County of Ingham 
Subseribed and sworn to before me this, the 24th day of July, 1951. 


SEAL] HELEN HENDRICKSON, 
Notary Public, Ingham County, Mich. 


\Iy commission expires December 14, 1951. 


CapiTot Press Rooms, 
Lansing, Mich., May 28, 1951. 
Senator HomER FERGUSON, 
Senate Office Building, Washington, D. C. 

DEAR SENATOR FERGUSON: The members of the press in Lansing are writing 

i on bebalf of Phed Vosniacos, a student at Michigan State College who will 

graduated June 3. 

Vosniacos is a citizen of Greece but has expressed a strong desire to become a 

en of this Nation. 

He has studied in the field of journalism and has shown himself to be exceed- 

giv able. At present, he is editor of the Michigan State News, daily student 
publication, and formerly correspondent and feature writer for the Lansing 
State Journal. 

Vosniacos has completely adapted himself to the American way of life and has 
horoughly Americanized himself. He understands our institutions and has 
developed a love for this country as great as any native-born. 

We feel that he will be a valuable addition to this Nation’s population both 
professionally and personally. He has without a doubt won the admiration 
and respect of all those associated with him. 

Those of us reporting the Michigan government are convinced of the merit of 
keeping him here and we urge vou to introduce legislation that would allow him 
to file for citizenship. 

Sincerely, 
Guy H. JENKINS. 
Booth Ne ws papers. 
Dove.as GRAHAM, 
United Press. 
Jack I. GREEN, 
Associated Pre 88. 
Car. Rupow, 
Detroit News. 
OweEN C. DEATRICE, 
Detroit Free Press. 
AL KAUFMAN, 
Detroit Times. 


MIcHIGAN STaTeE COLLEGE, 
East Lansing, Mich., May 25, 1951. 
The Honorable Homer FerRGuson, 
United States Senate, Washington, D. C. 


Dear SENATOR FeRGusoN: I am writing you on behalf of Phed Vosniacos, a 
student who is graduating from Michigan State College on June 3, 1951. 

Vosniacos is a native of Athens, Greece. He is graduating in journalism, and 
at the present time is the editor of the student newspaper, the Michigan State 
News. He would very much like to remain in the United States and has been 
unable to get permission to do so, and I understand that you are being urged 
to do what you can to he helpful to him. 

I have a high regard for this voung man. He is sincere and able, and if it is 
possible for him to stay in the United States, I am sure he will be a desirable 
citizen, 

Yours sincerely, 
, Joun A. HANNAH, 
President. 
\ similar letter is being sent to Senator Moody. 





PHED VOSNIACOS 


MIcHIGAN State COLLEGce, 
East Lansing, May 28, 195 
Hon. Homer FerGuson, 
United States Senate, Washington, D. C. 

Dear Sir: [ wish to recommend action favorable to a permanent visa for P 
Vosniocos, a native of Greece. 

Mr. Vosniocos has just completed his work for a degree in journalism at Mj: 
gan State College, and has distinguished himself highly. His leadership i: 
field and on campus is attested by the fact that he has been editor of the stud 
daily newspaper (circulation 13,000). 

From every standpoint Mr. Vosniocos is a fine American citizen—excep 
citizenship. If he is granted a permanent visa I am certain he will contin 
add his loyalty and his leadership ability to our Nation. 

Very respectfully yours, 
A. A. APPLEGATE, 
Head, Journalism Departm 


MicHiGaAN Srave CoLunae, 
East Lansing, May 26, 1951 
The Honorable Homer FERGUSON, 
Washington, D.C. 


Dear Senator Fercuson: It has been called to my attention that an ¢ 
will be made to obtain a permanent visa for Phed Vosniacos, a Greek student wh 
is graduating from Michigan State College at this time. 

I have been director of student publications at Michigan State College sine 
last July and have been in close touch with Mr. Vosniacos during his senior year 
| urge vou to do anything vou can to obtain a permanent visa for him. 

He is the most capable and promising senior I have met this year and in my 
opinion is destined for a significant role in American newspaper business and 
democracy. 

He has an unusual awareness of citizenship responsibilities, perhaps because o 
his wide, personal knowledge of ways of life in other countries, and would co 
tribute more to the welfare of this country, as an American citizen, than many 
native-born, apathetic residents. 

Having seen history first-hand, he knows what can happen to peoples whx 
become involved in the machinations of the types of government against whic! 
the United States is fighting, and would contribute greatly to this country’s 
efforts. 

He is mature, democratic, energetic, and intelligent. 

He is a member of Sigma Delta Chi, the honorary journalism fraternity, a 
Pi Kappa Delta, the honorary forensic society. He has been active in affairs of 
International Club on the campus, as well as on the student daily newspaper 

For 18 months, on the student speakers bureau and in the **World Understand- 
ing Series’’ sponsored by the Adult Education Service of Michigan State College 
he traveled through the State addressing service and farm groups, high-school 
and grade-school assemblies, and similar meetings. He described the Greek “ght 
against communism, in the light of world democracy, and the appreciation of the 
Greek people for United States aid. Many of those people will remember him 

Mr. Vosniacos has a great deal to offer to the people of Michigan and the United 
States, their newspapers, and their Government. | urge you strongly to consider 
doing what you can to see that he remains here to do it. 

Respectfully, 


W. F. McIurata 
Director, Student Publications. 
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MicHIGAN Strate Couuece, 
East Lansing, June 12, 1951. 
The Honorable Homer FEerGuson, 
United States Senate, Washington, D. C. 
DeaR SENATOR FeRGusoON: I have been advised that you are sponsoring a bill 
ongress to grant me a permanent visa 
thing I have done or seen since I came to this country in 1947 has given me 
eater pride and confidence in the United States and its manner of living and 
rnment. 
ive read closely copies of the letters which were sent to vou requesting this 
I feel an intense obligation to every one of these correspondents and to 
he Congress, and the American people I assure you I will do evervthing 
power to live up to these obligations. I feel each one of them is a persor al 
mitment of what ability and knowledge I possess, both as a result of my 
g at Michigan State College and my experiences and observations in Greece 
id Turkev. 
One of the things that has impressed all of us foreign students greatlv is that the 
sentatives of the American people in Congress are in close contact with t} 
e themselves. My personal experience in this case has been one of the 
greatest lessons in democracy to which a stranger could be exposed 
| have experienced bureaucratic problems all through Europe; have been 
exposed to the “untouchability’” of European governmental representati 
have seen how it is possible for a government to so isolate itself from the people 
at it becomes impossible for them to express their ideas and desires in an 
tive manner, 
In the United States, by contrast, it is possible for the people themselves to 
press their interests and desires personally to their representatives 
honestly believe that as long as this manner of effective government “by the 
people and for the people”’ is possible, this country is safe from the encroachments 
which have destroyed the freedoms of other people in other lands; and if I may 
have the privilege of becoming an American citizen, I will do my utmost to re 
ain always on the alert and to fight for the preservation of these great demo- 
cratic principles. 
] hope and pray that with your help I will have the opportunity to do so. 
Respectfully yours, 
Puep D. Vosnracos. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 101), as amended, should be enacted. 


O 








+. W LIBRA? 
nil. UE M 


#291953 Calendar No. 59 


83p CONGRESS SENATE { Report 


Ist Session ( No. 64 





FRANCESCO CRACCHIOLO 
MARCH 2, 1953.—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 
(To accompany 8. 102] 


The Committee on the Judiciary, to which was referred the bill 
S. 102) for the relief of Francesco Cracchiolo, having considered the 
same, reports favorably thereon with an amendment and recommends 
that the bill, as amended, do pass. 


AMENDMENT 
On line 7 strike the words ‘‘and head tax’’. 
PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of perma- 
nent residence in the United States to Francesco Cracchiolo. The 
bill provides for an appropriate quota deduction ana for the payment 
of the required visa fee. The Immigration and Nationality Act does 
not require payment of a head tax and the bill has been amended 
accordingly. 

STATEMENT OF FACTS 


The beneficiary of the bill is a 39-year-old native and citizen of 
Italy who last entered the United States as a visitor on September 
5, 1950. He resides in Detroit, Mich., with his brother, who is an 
American citizen and part-owner of a restaurant. 

A letter with attached memorandum dated May 29, 1952, to the 
chairman of the Senate Committee on the Judiciary from the Deputy 
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— 


Attorney General with reference to S. 1927, which was a bill introduc 
in the Eightv-second Congress for the relief of the same alien, reads 
as follows: 


May 29, 19 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senaror: This is in response to vour request for the views 
Department of Justice relative to the bill (S. 1927) for the relief of Fray 
Cracchiolo, an alien. The bill would grant the alien permanent residence 
United States, 

A memorandum prepared by the Immigration and Naturalization S 
setting forth the facts of the case is attached. 

The quota to which the alien is chargeable is oversubscribed and an immivra 
tion visa is not readily obtainable. In this respect, his case is similar to thos; 
many other aliens who desire permanent residence in the United States 
record fails to present considerations sufficient to justify granting the ali: 
preference over other aliens who desire to avail themselves of the economi: 
other advantages of permanent residence in the United States but who neverthy 
are remaining abroad and following the procedure prescribed by law in obtai: 
entry. 

Accordingly, this Department is unable to recommend enactment o 
measure. 

Sincerely, 
A. Devirr VaNnecn, 
Deputy Attorney Gene 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
SERVICE Fines Re FRANCESCO CRACCHIOLO, BENEFICIARY OF 8S. 1927 


Francesco Cracchiolo is a native and citizen of Italy, who was born on Fel) 
ruary 18, 1913. He last entered the United States on September 5, 1950, at 
New York as a visitor for a period of 6 months. An application for extension of 
stay was denied on March 30, 1951. He was given until September 7, 1951, to 
effect his departure. He failed to depart and a warrant in deportation proceed- 
ings was issued against the alien on December 6, 1951. After being accorded a 
deportation hearing, he was ordered deported from the United States pursuant to 
law by the hearing officer. No appeal was taken from the decision of the hearing 
officer and that decision became final. A warrant of deportation was issued o 
March 28, 1952. 

‘he alien is married and hes three children who are residing with his wife 
Italv. He has one brother residing in the United States who has supported hi: 
since he entered this country. His brother states that the elien has not beer 
employed in the United States. The alien has no assets in the United States 
He states thet he is a partner in a wine business in Italy and thet his share of the 
income is being paid to his wife. He is chargeable to the quota of Italy which is 
presently oversubscribed. 


Senator Homer Ferguson, the author of the bill, has submitted the 
following information in connection with the case: 


SEPTEMBER 10, 1951 
Hon. Hompr FERGUSON, 
United States Senator, 
Senate Building, Washington, D. C. 

HonoreEp Sir* Your letter of September 5to Mr. Sam Cracchiolo re bill 8. 1927 
for the relief of Francesco Craecchiolo, has been referred to me for answer, so that 
I might prepare an original end two copies, as you suggested. 

Answering the first question contained in the letter forwarded by you, thi 
answer is that Francesco Cracchiolo came to Detroit, Mich., to visit his brother 
Salvatore (Sam) Cracchiolo, on a visitor’s visa. 

In answer to the second question—that is, as to the activities of the immigrant 
he has been a guest of his brother, residing with him at 2317 East Lincoln Avenue, 
Roval Oak, Mich., which property is owned free and clear by Salvatore Cracchiolo 
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\nswerlng the third question, Francesco ( racchiolo has been the guest of his 
er and has received living quarters and meals, and has not been em} loved 
w of his status here as a visitor. However, he has assisted the brother and 
ife in doing chores about the house merely as @ token of appreciation, but 
any set salary. I was told by Mr. 8. Craechiolo that immediately uy on 
ranting of permission for Frincesco Cracchiolo to remain in this country 
| be given a job at the Paradiso Cafe, located at 17630 Woodward Avenue, 
Mich., in which establishment the brother, Salvatore, is a partner 
\nswering the fourth question, Franeesco Cracchiolo is not engaged in any 
ies, political or otherwise, which would be injurious to the American pubiie 
est. Asa matter of fact, | have been told to add to that question that he is 
i member of any organization at all because of the fact that he did not know 
ether or not he would remain here for any period of time. 
\nswering vour fifth question, Francesco Craechiolo has never been arrested or 
‘ted of any offense. 
| have also been requested to add this additional information; and that is, that 
brother, Salvatore Cracchiolo, who is desirous of having Francesco remain in 
United States, and who recently, within the last 2 years, married, would be 
ry happy to prepare the usual affidavit assuring the full responsibility for the 
port of his brother that he would never become a public charge, and further 
1 similar affidavits from a partner in the Paradiso Cafe and from any other 
sponsible citizen of the United States, if au additional one would be required. 
rusting that this will suffice, I am 
Respectfully vours, 


l 


FRANK S. VALENTI, 


Derroir, Micu., June 11, 1982. 
To Whom It May Concern: 

Mr. Sam (Salvatore) Cracchiolo, age 53, 2317 Lincoln, Roval Oak, Mich., has 
been under my professional care from January 1946 to the present time 

This patient has been suffering from a progressive type of hypertension due to 
irteriosclerosis. The patient has never, to my knowledge, been able to ade- 
juately treat himself due to his type of employment. He is a chef in a large 
establishment in Detroit, and has averaged over 12 hours, 6 days each week. 
| have repeatedly advised him to discontinue the long hours as this is not bene- 
ficial to his physical condition. 

He now states that he has trained his brother, Frank Cracchiolo, to take his 
place; thereby, he is able to totally or partially retire and enjoy a long-needed 
rest. 

Thediagnosison this patient is arteriosclerosis, heart disease, coronary sclerosis, 
Prognosis is guarded. 

Respectfully, 
James J. Bocce IA, M.D. 


DerroitT, Micu., 
June 12, 1952. 
Hon. HomeR FERGUSON, 
139 Senate Office Building, Washington 25, D.C. 


(Attention: Mr. O. J. Dompierre.) 


Dear SenaTor: I have been wondering what has been done about the case of 
my brother, Francesco Cracchiolo, in whose behalf you were kind enough to 
introduce Senate bill 1927 some time ago. 

[ am concerned about the matter because of my health. 

I have been training my brother, although he had had some 3 years’ experience 
as officers’ cook while in service in Italy, to take over my place in the manage- 
ment of the business in which | own an interest and in which place I have spent 
the best vears of my life as chef, working 15 to 17 hours per day to make a success 
of it. I feel I have now done this, my place being considered one of the finest 
restaurants in Detroit. 

If my brother is permitted to remain in this country, I could put in less hours 
and by his assistance I could retain my interest in the business as long as he would 
take over my duties as chef. Otherwise, I feel it will cause a break in the partner- 
ship and I might have to sacrifice all my years of hard work because of my reputa- 
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tion for good food as a chef, as a result of which hard work I have practically 
ruined my health, and my doctor has advised me that I cannot continue to do 
too much of this work or to put in long hours. 

I also own an interest in the real estate where the business is located and I own 
my own home, and I have, because of my long hours and hard work, saved some 
funds. I have worked almost continually since my arrival in this country and ] 
am a citizen and have nevet been arrested for the commission of any offenss 

Of course, I would be very happy to place any form of security, or would other. 
wise guarantee that my brother would never receive public welfare. 

I know you have been very good in trying to help me and I am asking you agaip 
if you can help to do something that would permit him to stay in this country 
I would appreciate it very much. : 

I want to thank you for what you have done and for anything you may be 
able to do. A 

Respectfully yours, 
S. CRACCHIOLO, 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 102) should be enacted. 
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JOHN W. McBRIDE 


MARCH 2, 1953.—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany 8. 140] 


The Committee on the Judiciary, to which was referred the bill 
(S. 140) for the relief of John W. McBride, having considered the same, 
reports favorably thereon, with an amendment, and recommends that 
the bill, as amended, do pass. 


PURPOSE 


The purpose of the proposed legislation, as amended, is to waive 
sections 15 to 20, inclusive, of the act entitled “An act to provide 
compensation for employees of the United States suffering injuries 
while in the performance of their duties, = for other purposes,”’ 
approved September 7, 1916, as amended, (5 U. 8. C. 765-770) in 
favor of John W. McBride for compensation ok disability caused by 
an injury allegedly sustained by him on or about March 13, 1943, while 
acting as an instructor at the Army Air Forces Technical School, 
Sioux Falls, S. Dak. 

AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof the 
following: 


That sections 15 to 20, inclusive, of the Act entitled “An Act to provide compensa- 
tion for employees of the United States suffering injuries while in the performance 
of their duties, and for other purposes’’, approved September 7, 1916, as amended 
(5 U. S. C. 765-770), are hereby waived in favor of John W. McBride for com- 
pensation for disability caused by an injury allegedly sustained by him on or 
about March 13, 1943, while in the performance of his duties as an instructor at 
the Army Air Forces Technical School, Sioux Falls, South Dakota, and his claim 
is authorized and directed to be considered and acted upon under the remaining 
provisions of such Act, as amended, if he files such claim with the Bureau of Em- 
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ployees’ Compensation not later chan six months after the date of enactm 
this Act. No benefits shall acrrue by reason of the enactment of this Act for 
period prior to the date of its enactment. 


STATEMENT 


Mr. McBride alleges to have contracted a throat infection o: 
about March 13, 1943, while acting as an instructor at the Army 
Forces training school where he served from September 1, 1942, until 
he went on a leave without pay status on May 1, 1945. His emplo 
ment was terminated through a reduction in force on June 17, 19 
Claimant alleges that the throat condition was proximately caused 
by his employment, was contagious in character, and caused choking 
and coughing spells which ruptured his eyes and resulted in industrial 
blindness. 

On January 31, 1952, Mr. McBride filed a claim with the Bure: 
Employees’ Compensation of the Department of Labor for compensa 
tion under the federal Employees’ Compensation Act. A compen- 
sation order was entered by the Bureau of Employees’ Compensation 
on February 1, 1952, denying the claim on the ground that it was not 
filed within the 5-vear limitation of the applicable law. 

The Department of Labor, in reporting on a similar bill in the 
Kighty-second Congress, stated: 

, the bill characterizes Mr. MeBride’s disability as being “a re- 
injuries sustained while in the performance of his duties as an instructor : 
Army Air Forces Technical School, Sioux Falls, S. Dak.’ Thus, if the bi 
enacted in its present form, it might be contended that this unqualified lan 
constitutes a legislative determination that Mr. MeBride’s injury did in 
result from personal injuries sustained during his Government émployment 
that further proof on this point should not be required 

The bill is also incomplete in failing to identify the disabling injury for whict 
relief is sought and in failing to specify the manner in which the injury is al 
to have been incurred. Further, the bill does not contain the proviso usual i 
private relief bills of this kind that any benefits found to be due not begir 
accrue until after the date of enactment. 

The Department of Justice concurred in the yiews of the Depart 
ment of Labor. 

The committee has amended the instant bill to meet the objection 
raised by the Department of Labor in its report. 

Evidence before the committee demonstrates that claimant failed 
to file his claim within the statutory period due to the fact that the 
disability complained of did not appear until some time after the 
limitation period had run. 

This bill, if enacted, would only permit the Bureau of Emplovees’ 
Compensation to examine the claim of Mr. McBride. The committee 
is of the opinion that this claimant should not be denied the oppor- 
tunity of having his claim examined on its merits, particularly becaus: 
the claimant had no opportunity to file said claim within the statutory 
time. 

The Congress has on a number of occasions favorably considered 
bills of a similar nature. Attention is invited to Private Laws 145 
and 350 of the Eighty-second Congress. 

For the reasons set out above, the committee therefore recommends 
favorable consideration of this bill (S. 140), as amended. 

Attached hereto and made a part of this report are the reports of 
the Department of Justice and the Department of Labor submitted 
in connection with an identical bill of the Eighty-second Congress. 
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DerPARTMENT OF JUSTICE, 
Washington, D. C., April 23, 1952. 
\icCaRRAN, 
man, Committee on the Judiciary, 


United States Senate, Washington, D. C 


Dear Senator: This is in response to your request for 1 views of the 
ent of Justice concerning the bill (S. 2675) for the relief of John W. 


ill would authorize and direct the Secretary of Labor to consider the 


of John W. MeBride, of Sioux Falls, 8. Dak., for compensation under the 


es’ Cy mpensation Act of 1916 for disability incurred by him as a result 
s sustained while in the performance of his duties as an instructor at the 
Air Forces Technical School, Sioux Falls, 8. Dak., and to award to him 
pensation to which he would have been entitled had he made application 
compensation within the time and in the manner provided therefor in 


pliance with your request, a report was obtained from the Department 
r concerning this legislation. This report, which was transmitted directly 
r committee by that agency, contains the factual data relating to the claim. 
partment of Labor states that inasmuch as the bill characterizes claimant's 
as being a result of injuries sustained while in the performance of his 
isan Army Air Forces instructor, it might be contended ths ich unquali- 
nguage constitutes a legislative determination that claimant’s injury did 
result from personal injuries sustained during his Government employment, 
it further proof on this point should not be required. hat agency also 
out that the bill is incomplete in that it fails to identify the disabling injury 
h relief is ought and fails to specify the manner in which the injury is 
to have been incurred. It further notes that the bill does not contain 
so usual in private relief bills of this kind that any benefits found to be 
all not begin to accrue until after the date of enactment. 
\icBride did not file a claim for compensation until nearly 9 years after 
» of his alleged injury, and his claim was rejected on February 1, 1952, 
reason that it was not filed within the 5-year time limitation of the ap- 


law. The Department of Labor report states that that there is no record 


mant’s injury in the records of the Army Air Force Training School or of 
eatment received by him during his employment, and that no medical 
( 


f the disease 


nsible for claimant’s disability. 
view of these facts,the Department of Labor states that it would not be in 
of enactment of the bill. 


( 


Department of Justice concurs in the adverse views of the Department of 


Bureau of the Budget has advised this office that there would be no objec- 
the submission of this report. 
Sincerely, 
A. Devitr VANECH, 
Deputy Attorney Ceneral. 


Unitrep States DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washinaton. March 28, 1952. 
Pat McCarran, 
hairman, Committee on the Judiciary, 
United States Senate, Washington 25, D. C. 


Dear Senator McCarran: This is in response to the request of the Depart- 
t of Justice for comments on S. 2675, a bill for the relief of John W. McBride. 
lhe proposal would authorize and direct the Secretary of Labor to consider the 
aim of John W. McBride for compensation under the Federal Employees’ Com- 


~a 
njuries sustained while in the performance of his duties as an instructor at the 


tion Act (39 Stat. 742, as amended) for disability incurred by him as a result 


Air Forees Training School, Sioux Falls, S. Dak., and to award him any 


pensation to which he would have been entitled if he had filed his claim 


the period prescribed by statute. 


\pparently, the bill is intended solely to extend the period of limitations with 


to any claim which Mr. McBride mav have under the Federal Employees’ 
isation Act. However, the bill characterizes Mr. McBride’s disability as 
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being “a result of injuries sustained while in the performance of his duties ag ay 
instructor at the Army Air Forces Technical School, Sioux Falls, 8. Dak.” Thus. 
if the bill is enacted in its present form, it might be contended that this unqualified 
language constitutes a legislative determination that Mr. McBride’s injury did jy 
fact result from personal injuries sustained during his Government employment 
and that further proof on this point should not be required 

The bill is also incomplete in failing to identify the disabling injury for whieh 
relief is sought and in failing to specify the manner in which the injury is alleged 
to have been incurred. Further, the bill does not contain the proviso usual jp 
private relief bills of this kind, that any benefits found to be due shall not begin to 
accrue until after the date of enactment. 

Mr. McBride, on January 31, 1952, filed a claim with the Bureau of Employees’ 
Compensation of this Department for compensation under the Federal Employees’ 
Compensation Act, nearly 9 years after the date of his alleged injury and nearly 
7 years after the termination of his employment. A compensation order was 
entered by the Bureau on February 1, 1952, rejecting the claim on the ground 
that it was not filed within the 5-vear time limitation of the applicable law. 

The file on this claim does not indicate that there were any extenuating circum. 
stances in Mr. McBride’s case which would warrant setting aside the statutory 
limitation and granting him additional time in which to file his claim under the 
Compensation Act. Furthermore, there has been no evidence submitted which 
would indicate that his alleged disability arose from his Government employment 

Presumably, the claim for which relief is proposed relates to a throat infection 
which Mr. McBride alleges to have contracted on or about March 13, 1948, while 
acting as an instructor at the Army Air Forces Training School where he served 
from September 1, 1942, until he went on a leave-without-pay status on May 1, 
1945. His employment was terminated through a reduction in force on June 17, 
1945. The claimant alleges that the throat condition was proximately caused by 
his employment, was contagious in character, and caused choking and coughing 
spells which “ruptured his eves,’’ and resulted in industrial blindness. There is 
no report of Mr. McBride’s injury in the records of the Army Air Forces Train- 
ing School or of any treatment received by him during his employment. No 
medical evidence or information has been submitted regarding the nature of the 
disease responsible for the claimant’s disability. 

In view of the facts stated above, I would not be in favor of the enactment of 
S. 2675. 

The Bureau of the Budget advises that it has no objection to the submission 
of this report. 

Yours very truly, 
(Signed) Maurice J. Tosin, 
Secretary of Labor. 


O 
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HARRY RAY SMITH 


Marcu 2. 1953.—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany §S, 141] 


The Committee on the Judiciary, to which was referred the bill 
(S. 141), for the relief of Harry Ray Smith, having considered the 
same, reports favorably thereon, with an amendment, and recommend 
that the bill, as amended, do pass. 


AMENDMENT 


On page 1, line 10 strike the period, insert a comma and add the 
following: “less any amounts earned by him through other employ- 
ment during such period.” 

The purpose of the proposed amendment is contained in the state- 
ment below. 

PURPOSE 


The purpose of the proposed legislation is to confer jurisdiction on 
the Court of Claims to hear, determine, and render judgment on the 
claim of Harry Ray Smith against the United States for compensation 
which he would have received as an immigrant inspector, United States 
Immigration and Naturalization Service, during the period July 11, 
1938, to September 27, 1939, had he not been suspended from the 
service during such period. 

The bill further provides that suit on such claim may be instituted 
at any time within 1 year after the date of enactment of the legislation. 
Recovery by the claimant would be reduced by the amount. of moneys 
earned by him through other employment during such period. 
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HARRY RAY SMITH 
STATEMENT 


A bill, the provisions of which were identical to S. 141, passed thy 
Senate unanimously on July 3, 1952. 

Harry Ray Smith was born in St. James, Minn., on November 1s. 
1897, of parents who were native-born American citizens. In 1911 th 
family moved to Canada and the father of Harry Ray Smith becan, 
a citizen of Canada in 1915. In 1917 Harry Ray Smith enlisted in t}y 
British Royal Flying Corps. 

Some vears later (May 17, 1926) Mr. Smith was appointed an im- 
migration inspector. He held this position until July 11, 1988, when 
he was suspended on the grounds that he was ineligible for Federal! 
employment because he had lost his United States citizenship throug 
the naturalization of his father in Canada and had not filed a declar: 
tion of intention to become a citizen of the United States. Employ- 
ment of aliens as immigrant inspectors was expressly prohibited by th 
Appropriations Act of April 27, 1938 (52 Stat. 289-290). 

On May 29, 1939, the Supreme Court of the United States in the 
case of Perkins v. Elg (307 U.S. 325), ruled that citizenship was not 
lost under the circumstances similar to those in the instant case 
Consequently, on September 27, 1959, Mr. Smith was reinstated in 
his position as immigrant inspector. The Immigration Service, upon 
advice of the Comptroller General, regarded his absence from duty as 
leave without pay. 

The record is clear that this claimant lost his Government position 
as the result of an administrative determination which proved 
erroneous in the light of the Elg decision referred to above. The 
committee does not feel that the claimant should be required to beat 
such loss as he may have suffered as a result of this administrativ: 
determination. However, the committee does not feel that this 
claimant should have any greater right than that accorded generally 
to other Federal employees under Public Law. 623 of the Eightiet! 
Congress. That law provided for the payment of salaries to Federa 
employees for periods of improper separation or suspension from the 
service, less such amounts as might have been earned by the employee 
through other employment during such period. 

The committee has, on occasion, provided for direct payment of 
claims such as this. However, the committee does not have informa- 
tion concerning the salary of the claimant at the time of his suspension 
nor the amounts earned by him during the period of his suspension. 

The committee therefore recommends favorable consideration of 
this legislation conferring jurisdiction on the Court of Claims to hear, 
determine, and render judgment on this claim. 

Attached to this report is the report of the Department of Justice 
submitted in connection with a similar bill introduced in the Eighty- 
second Congress. 


i} 
| 
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HARRY RAY SMITH 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE Deputy ATTORNEY GENERAL, 
Washington, June 9, 1952 


Pat McCarRRAN, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 
ly Dear Senator: This is in response to your request for the views of the 
irtment of Justice concerning the bill (S. 2763) for the relief of Harry Ray 


bill would confer jurisdiction on the Court of Claims to hear, determine, 
render judgment on the claim of Harry Ray Smith against the United States 
smpensation which he would have received as an immigrant inspector, 
| States Immigration and Naturalization Service, during the period July 11, 
to September 27, 1939, had he not been suspended from the Service during 
period. The bill further provides that suit on such claim may be instituted 
v time within 1 year after the date of enactment of the act 
m the information contained in the files of the Immigration and Naturaliza- 
Service of the Department of Justice, it appears that Mr. Smith, a native 
e United States, was suspended on July 11, 1938, on the ground that he was 
ble for Federal employment because he had lost his United States citizen- 
hrough the naturalization of his father in Canada and had not filed a declara- 
of intention to become a citizen. Such employment was expressly pro- 
d by the Appropriations Act of April 27, 1938 (52 Stat. 289-290). However, 
Supreme Court, in the case of Perkins v. Elg (3807 U.S. 325), on May 29, 1939, 
that citizenship was not lost under circumstances similar to those in the 
nt case. Accordingly, Mr. Smith was reinstated and his absence from duty, 
advice of the Comptroller General, was regarded as leave without pay. 
Whether the bill should be enacted presents a question of legislative policy 
neerning which the Department of Justice prefers to make no recommendation. 
hould be pointed out, however, that the bill as presently drawn would appear 
lirect that, should the court arrive at a judgment in favor of claimant, such 
idgment should be in the total amount of salary which he would have earned 
ng the suspension period. In this connection it is pertinent to note that the 
of June 10, 1948, Public Law 623, Fightieth Congress, which provides for pay- 
of salaries of Federal employees for periods of improper separation or sus- 
usion from the service, directs that such payments shall be in the amount of 
Government pay less any amounts earned by the employee through other 
ployment during such period. It is believed that the same provision should 
ncluded in the instant bill. 
\ccordingly, it is reeommended that the period at the end of line 10, page 1 
he bill be deleted and a comma substituted therefor, and that the words 
ess any amounts earned by him through other employment during such period” 
e added to the sentence. 
The Bureau of the Budget has advised this office that there would be no 
objection to the submission of this report. 
Sincerely, 
, A. Devirr VANECH, 
De puly \ttorne y Ge neral. 
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WILHELM ENGELBERT 


MAncn 2, 1953.—Ordered to be printed 


LANGER, from the Committee on the Judiciary, submitted the 
following 


REPORT 


9] 


[To ace Mpany S. 153 


‘he Committee on the Judiciary, to which was referred the bill 
Ss. 153) for the relief of Wilhelm Engelbert, having considered the 
une, reports favorably thereon with an amendment in the nature of 


substitute and recommends that the bill, as amended, do pass. 


oO 


AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof the 
ollowing: 
rhat, for the purposes of the Immigration and Nationality Act, Wilhelm Engelbert 
all be held and considered to have been lawfully admitted to the United States 
for permanent residence as of the date of the enactment of this Act upon payment 
the required visa fee. 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of perma- 
nent residence in the United States to Wilhelm Engelbert. The bill 
provides for the payment of the required visa fee. No quota charge 
is provided for in the bill inasmuch as the beneficiary of the bill is a 
nonquota immigrant. The bill has been amended to conform to the 
usual bill used in this type of case. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 45-year-old native and citizen of 
Germany who last entered the United States on December 31, 1926, 
as a seaman and he has remained in the United States since that time. 
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He is a former member of the National Socialist Labor Party and 
interned as an alien enemy during the Second World War. H 
married to a naturalized United States citizen and is presently «& 
ployed in a restaurant in New York. . 

A letter dated September 1, 1949, to the chairman of the Se; 
Committee on the Judiciary from the Assistant to the Attorney 
General with reference to 8S. 560, which was a bill introduced in | 
81st Congress for the relief of the same alien, reads as follows: 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE ASSISTANT TO THE ATTORNEY GENERAL, 
Washington 25, September 1, 19 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to your request for the views of 
Department of Justice relative to the bill (S. 560) for the relief of Wilhelm En 
bert, an alien. 

The bill would direct the Attorney General to cancel deportation proceed 
against Wilhelm Engelbert and would provide that he shall not again be subj 
deportation by reason of the same facts. It would also provide that he shall | 
considered as having been lawfully admitted to the United States for perma 
residence as of December 31, 1926, on payment of the required visa fee and head 
tax, and, further, that the Secretary of State shall instruct the quota-cont: 
officer to deduct one number from the nonpreference category of the appropri 
Immigration quota. 

The files of the Immigration and Naturalization Service of this Departn 
disclose that Wilhelm Engelbert, also known as Willy Engelbert, is a native a 
citizen of Germany, having been born in Dortmund, Westphalia, on July 27, 1905 
He entered the United States at the port of New York on December 31, 1926, 
member of the crew of the steamship Resolute, which he deserted, intendi) 
remain permanently in this country. He had never before shipped as a sea 
and paid 1,000 marks to obtain the berth. A warrant for his deportatio 
Germany, issued August 18, 1943, on the ground that at the time of his entry | 
was not in possession of an unexpired immigration visa is presently outstand 
while he remains at large under a $1,000 bond, pending consideration of this b 

The files further reflect that prior to 1939 the alien was a member of 1 
National Socialist Labor Party, paying dues to the German consul. He al 
became a member of the Reichsdeutsche Vereinigung, registered witht! 
German consul for service in the German Army, invested in Rueckwanderet 
Marks, and declared his unwillingness to serve in the United States Army agains 
Germany. He claimed that he joined the Nazi Party because he had been told 
it would make things easier for him when he returned to Germany, which 
planned to do, in order to visit his aged mother and also to make arrangements | 
return to the United States legally. ln regard to his investment in German marks 
he claimed that he sent money over to Germany through the Chase National Bank 
in order that he would have it to live on while he was waiting for his papers | 
clear. On May 27, 1942, he was taken into custody by the Immigration a: 
Naturalization Service as being potentially dangerous to the public peace a: 
safety of the United States. An Alien Enemy Hearing Board recommended t! 
he be interned, and the Attorney General so ordered on June 17, 1942. At 
request, and that of his wife, a German-born resident of the United States, she was 
subsequently interned with him. While he was interned he sought repatriati 
to Germany, but following VE-—Day in 1945, he withdrew this application a 
sought to become a lawful permanent resident of this country. 

On April 3, 1946, the Attorney General found him to be an alien enemy ‘‘dan 
ous to the public peace and safetv of the United States because he had adhered to 
a government with which the United States is as war or to the principle ther« 
He was ordered to depart from the United States within 30 davs after notificati 
and, failing departure, to be removed to Germanv. The alien sued out a writ 
habeas corpus in the United States District Court for the Southern Distr 
of New York, seeking release from the custody of the Immigration Service, b 
this writ was dismissed by the court on September 23, 1946. 

On July 1, 1948, the Attorney General ordered his release from alien ene 
proceedings, but the warrant for his deportation was still outstanding. On 
December 15, 1948, the Board of Immigration Appeals considered his motion t 
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ler the deportation order, and his petition to reopen the hearing in deporta- 
gs to afford him an opportunity to make further application for 

ary relief. The Board denied his motion and petition 
ther appears that the alien’s wife, who came to this country in 1923. and 
married in 1929, became a naturalized citizen on June 20, 1949. She 
n delicate health and has received medical and surgical care over a period 
rs. They have no children. From 1937 until Februarv 1942 the alien was 
ved in the kitchen of Lahiff’s Tavern in New York City From February 
? until bis apprehension as an enemy alien he was emploved by Janssen’s Gray- 
Restaurant in New York, where he is presently reemploved. Prior to entering 
nited States he had been emploved in Germany as a butcher He is described 
< present emplovers as a good steady worker, and : f the persons inter- 

<d spoke favorably of his moral character. 


} 


ion a reveiw of all the circumstances in this case, it does not appear that the 
is entitled to the relief sought. 
cordingly, this Department is unable to recommend enactment of the 


Yours sincerely, 
PEYTON Forp, 
The Assistant to the Attorne i General. 


The beneficiary of the bill has submitted to the chairman of the 
Senate Committee on the Judiciary the following information in 
onnection with the bill: 


private bill S. 560 for the relief of Wilhelm Engelbert. Memorandum in support 
of application for further consideration of bill. 
Par McCaRRAN, 
Chairman, Committee on the Judiciary, 
United States Senate, Washinaton, D. C. 


Dear Str: When the above bill was considered by vour honorable Senate Sub- 
mittee on Immigration and Naturalization, only a letter from the Attorn 
ral’s office, dated September 1, 1949, was in the files and before vour } 
body. Consequently, the bill was postponed indefinitely in want of ar 
», as the undersigned was informed by Mr. Aron, in Senator Langer’ 
Mav 23, last. 
rhe undersigned had been under the impression right along that my attorney, 
George G. Shiva, 115 Broadway, New York, N. Y., d you during 
Januarv or February 1949 my sworn statement, fullv aining My case As 
I now know to the contrary, I beg to submit the following refutation of the 
\ttorney General’s contention for vour kind consideration: 
Immediately after mv marriage in 1939 I desired to make 
toappy there for a visa to be able to enter the United States | 
| bought rueckwandrermarks through the Chase Nati 
ed mother in Germany and to have something to liv 


» application for membership in the NSDAP in G 
‘nds who had gone to Germany before to also legalize 
ted States—that I would encounter difficulties during n 
out party membership. 

However, I was only a probationary and never a full-fledged party mem| 

My membership in the purely social Reichsdeutsche Ver 
totally inconsequential. 

Being illegally in the United States and still a German nat 
of the war between Germany and Poland in 1939, I 
German consul, as otherwise I would never have been able to r 
to legalize my entry into the United States, as I would have | 
deserter, 

I complied with all registration laws for alien enemies, including my 
I submitted to legal physical examination and only refused to serve in the United 
States Army after I had become interned during the second half of 1942 

My wife, being in ill health and without support, joined me voluntarily at the 
ernment camp in Texas, where she was confined to the hospital for 7 months 
She was sent home to receive medical attention in New York hospitals 

I never received a fair hearing and was never represented by counsel during the 
so-called hearings before the Alien Enemy Control Board or the Immigration 
and Naturalization authorities and the denials of my application for preexamina- 


int 
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tion and voluntary departure hs een arbitrary and constitutes an ab of 
charge. 


discretion on par 
I was als 


in this ¢ 
Imi 


internment camp officials that, being illegally 


o Germany, and Inspector Huehnefeld, of + 


gave me to understand that 


if | applied for preexamination and reent 


d correctly as to Mv status, when broug 


aur 


{ 
t And then they denied my applicatio1 
innada, 
Jepartment of Justice from 
race and safety of the Unite 
charge pending against me, 
gration Appeals was wrong in still 


; 
lien charge against me and denving 


a 
lings to afford me 
elief, such as preexami) 

‘ontrol Boa 
‘uritv-ris 
ness bv t 


V event 


1 States citizen, and 1 


‘ 1) 
miplarv life during the 24 vears I have 


tolerable hardship for her and me. 
now wo ne for the saine ely lov 


wd au 
ernment. Consequently, I never will become 


Langer’s office that due to my marria 
to an adjustment of my status under se 
of 1917 as amended. 
Attorney General’s letter will dispose in t« 
uved for. 
» bill, S. 560, introduced by Senator 


il, ? 


WILHELM ENGELBER1 


EMILIE ENGELBERT, 
United States Citizen. 


The committee, after consideration of all the facts in the case, is of 
53), as amended, should be enacted. 


the opinion that the bill (S. 15: 
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SOCORRO GERONA DE CASTRO 


Marcn 2, 1953.—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany 8S. 173] 


The Committee on the Judiciary, to which was referred the bill 
S. 173) for the relief of Socorro Gerona de Castro, having considered 
the same, reports favorably thereon with an amendment and recom- 
of mends that the bill, as amended, do pass. 


AMENDMENT 
On line 7, strike the words “and head tax’”’ 
PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of _ rma- 
nent residence in the United States to Socorro Gerona de Castro. 
The bill provides for an appropriate quota deduction and re the 
payment of the required visa fee. The Immigration and Nationality 
Act does not require the payment of a head tax and the bill has been 
amended accordingly. 


STATEMENT OF FACTS 


The beneficiary of the bill was born in the Philippine Islands on 
March 4, 1920, and last arrived in the United States as a visitor on 
January 17, 1947. She is presently a resident physician in obstetrics 
and gynee ology at Garfield Memorial Hospital, Washington, D. C. 

| Hospital officials speak very highly of her and state that her services 
; are urgently needed at the hospital. 

} A letter with attached memorandum dated April 14, 1952, to the 
chairman of the Senate Committee on the Judiciary from the Deputy 
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2 SOCORRO GERONA DE CASTRO 


Attorney General with reference to S. 2308, which was a bill j 
duced in the Eighty-second Congress for the relief of the same | 
reads as follows: 
\PRIL 14 
Hon. Par McCarran 
Chairman, Committee on the Judiciary, 
l'nited States Senate, Washington, D. C. 

My Drar Senator: This is in response to your request for the views 
Department of Justice relative to the bill (S. 2308) for the relief of Socorro ( 
de Castro, an alien. The bill would grant her permanent residence in the | 
States. 

There is attached a memorandum of information prepared by the Immi 
and Naturalization Service of this Department concerning the alien 

There is nothing in the reeord to indicate that Dr. de Castro would 
eligible for admission to this country for permanent residence if she could be 
an immigration visa. On the other hand, the record fails to present cor 
tions justifying the enactment of special legislation granting her a preferenc: 
other aliens chargeable to the same quota, some of whom doubtless are phys 
who desire to practice in the United States. 

Accordingly, this Department is unable to recommend enactment. of 
measure, 

Sincerely, 
A. DevitT VANECH, 
De puly Attorney GC ne 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATI 
Service Fines Re Socorro GeERoNA De Castro, BENEFICIARY OF 8S, 2308 


Dr. de Castro was born in the Philippines on March 4, 1920. She arrived 
the United States at San Francisco on January 17, 1947, and was admitted as 
a member of the family of an accredited official of a recognized foreign gove 
ment, for a period of 1 year. She resides with her brother, who is the First Secr: 
tary of the Philippine Embassy in Weshington, D.C. Their home is in Arlingt 
Va. Dr. de Castro is a resident physician in obstetrics and gynecology at Gartie! 
Memorial Hospital in Washington. She receives $100 a month, plus room a 
board, and will complete her residenev in January 1953. 

Dr. de Castro completed her medical education in 1944 at the Universit 
Santo Tomas in Manila, Philippine Islands. She stated that she was a m« 
officer in the Philippine underground movement and served as a first lieutena 
in the Philippine Army General Hospital in 1945. She served a 28-month intern- 
ship at Garfield Memorial Hospital from 1947 until 1949, took a 2-month pos 
graduate course at Johns Hopkins in Baltimore during 1949, and completed a 
6-month residency in anesthesia in Emergency Hospital in Washington. She has 
been in her present position since 1950. Her father is deceased and her mot 
resides in the Philippines. In addition to her brother, with whom she reside 
she has one brother who is a citizen of the United States, and one sister and si) 
brothers residing in the Philippines. 

It appears that Dr. de Castro desires permanent residence in the United State 
in order that she may qualify for the practice of her profession and for member 
ship in recognized medical associations in this country. She is chargeable to the 
quota for the Philippines, which is oversubscribed, precluding the early issuanc 
to her of an immigration visa. 


Senator James E. Murray, the author of the bill, has submitted a 
number of letters and recommendations concerning the bill, among 
which are the following: 


JANUARY 16, 1952. 


REPLY TO QUESTIONNAIRE ON 8, 2308 ror THE RELIEF OF Dr. Socorro GERONA 
DE CASTRO 

Question No. 1 

Dr. de Castro was born in the Philippines on March 4, 1920. She left the 
Philippines and arrived in San Francisco on January 17, 1947, on the S. 8. Gen: 
Meigs on special passport No. 47. 

She entered the country as a member of the household of Mr. Tomas G. de 
Castro, First Secretary of the Philippine Embassy, who is her brother. 





SOCORRO GERONA DE CASTRO 


on No. 2 
\t the present time Dr. de Castro has a residency in obstetrics and gynecology 
Garfield Memorial Hospital. The residency began in January 1950, and will 
completed by January 1, 1953. Her present residence in the United States 
102 South Glebe, Arlington, Va. 


on No. 3 


de Castro at the present time is earning a $100 a month plus her room and 


rd from her residency. She is not dependent on any other person for support. 
le Castro expects to complete her training in the field of obstetries by the 
She completed her education in medicine i 44 at the University 
to Tomas in Manila. She served her internship at the Garfield Memorial 
Lin 1947 until 1949. She took postgraduate work in medicine at Johns 
kins Hospital in 1949 and began her residency at Garfield Memorial Hos- 
in Washington, D. C., in January 1950. 
de Castro’s services are sorely needed here in Washington beeause of the 
tage of qualified obstetricians and gynecologists partly due to the unavail- 


y 


( 
1 
tl 


of physicians in this field because of their entry into military service 

re are attached hereto copies of letters from Mr. L. G. Schmel er, adminis- 

r of Garfield Memorial Hospital; Mr. W. R. Castle; Dr. A. Y. P. Garnett, 

rmer chief of staff, department of obstetriecs-gvnecology at Garfield Memorial 

rital; Mrs. C. Ashmead Fuller, of Garfield Memorial Hospital, all of whom 

vy as to her ability and character. In order for Dr. de Castro to be eligible 

ke the American Board of Obstetrics and Gynecology and to practice in this 
ntry thereafter, she must be an American citizen. 


(dues von No. he 


Dr. de Castro has never engaged in any activities political or otherwise injurious 
to the public interest. In fact, she was a medical officer in the Philippine under- 
cround movement and in the Philippine Army during World War II. 

he was a first lieutenant in the Medical Corps of the Fifty-first Infantry 
re are attached hereto letters from Lt. Col. Mariano A. Erana, of t Judge 
ocate General Corps, and Col. Morris H. Marcus, Adjutant General, Sixth 
v, who served with Dr. de Castro in the Philippines during World War IT. 


tion No. 5, 


She has never been convicted, to my best knowledge and belief, of any offense 
der any Federal or State law 


GARFIELD Memoriat, Hosprrar, 
Washington 1, D tad Dece hey 1951. 
Socorro G. de Castro. 
James kh. Murray, 
United States Senate, Washington, D. C 

Ty DEAR SENATOR: I am writing to vou in reg: 
who, I understand, wishes to become an Amet 

Dr. de Castro has been associated with this | ital as a member of the house 
stalf of residents and interns since March 1, 1947. She completed a 28-month 
internship on June 30, 1949; following this, she left for a period of 6 months to 
pursue her postgraduate training at another local hospital; on January 1, 1959, 
she was appointed resident in obstetrics and gynecology and has been with us 
continuously since that time, now serving as a second-year resident in this specialty 
field. 

\ll of her duties have been performed in a most satisfactory manner and her 
character has proved to be beyond question. In view of the fact that there is a 
need for physicians who have received the benefits of specialized training 1n this 
field as well as the fact that her services are considered essential to the operation 
of the department of obstetrics and gynecology in this hospital, due to the unavail- 
ability of young physicians because of military service, 1 would urge and ree- 
ommend that Dr. Socorro G. de Castro be permitted to become a citizen of the 
Ur ited States. 

Yours respectfully, 
L. G. ScuMeuzer, Administrator. 





SOCORRO GERONA DE CASTRO 


BrerHespa 14, Mob., January 8, 1952 
Hon. James E. Murray, 
United State Senate, Washington, D. ¢ 

Dear Senator Murray: Dr. Socorro G. de Castro who is at present a res 
in obstetrics and gynecology at Garfield Memorial Hospital tells me that 
have been most generous and kind enough to help in her effort to seeur 
American citizenship. Needless to say, I, like many others, will be deeply gratefyl 
to you for your kind assistance in this respect. 

I first became acquainted with Dr. de Castro when she was a first lieutenant 
Medical Corps, Fifty-fourth Infantry, a component of the Philippine Army 
following the liberation of the Philippines early in 1945, At the time I 
member of President Osmena’s cabinet in charge of the Department of Ji 
Labor and Welfare, and also Judge Advocate General of the Philippine 
forees with the rank of colonel, Judge Advocate General’s Staff, Philippine 
(As Judge Advocate General of the Army I was naturally familiar with the acti 
of Dr. de Castro as a member of the underground movement particularly 
province of Sorsogon, and must say they were most commendable. — Li 
de Castro Was honoral ly re le as¢ d from the P} ilippin Army in Au rust 
a few months later proceeded to the United States to further her medieal stud 
I did not come in contact again with Dr. de Castro until the sum ; 
when I was recalled for extended active duty as lieutenant ¢ 
General’s Corps of the United States Army in the Pen 

Since Dr. de Castro’s arrival in Washington early in 1947 she has conti 
rend 1 i i 
honest, faithful and hardworking, and to say that she definitely is a credit 
community is putting it milly I know that hers is a very deserving ¢c¢ 
I can state without reservation that she will prove to be a loyal America 
credit to the medical profession. 

Very sincerely, 


ered immeasurable service to her fellow countrymen and proved to be loyal, 


Mariano A, ERANA, 
Lieutenant Colonel J AGC-USAR, 


HEADQUARTERS SIxtH ARMY, 
Presidio of San Francisco, Calif., January 12, 1952. 
Hon. James bk. Murray, 
United States Se nate, Washington 25, D.C: 

Dear Mr. Murray: It is my understanding that Dr. Socorro G. de Castro, 
M. D., a native of the Philippine Islands and at present resident physician in 
Garfield Memorial Hospital, Washington, D. C., is applying for permanent 
residency in the United States in order to further her medical education and 
experience. 

I have known Dr. de Castro since February 1946, at which time she was 
first lieutenant, Medical Corps, Army of the Philippines, on duty at the Philippine 
Army General Hospital, Mandaluyong, Rizal. 

In my capacity as Director, Recovered Personnel Division, GHQ, I had occa- 
sion to review Dr. de Castro’s records, which showed that she took part in the 
underground movement leading to the recovery of the Philippine Islands. | later 
met Dr. de Castro and became acquainted also with members of her family, both 
in Manila, Philippine Islands, and in Washington, D. C. Her activities in ad- 
vancing her career are well known to me. 

Dr. de Castro impresses me as being a very conscientious, loyal, hard-working, 
studious person, of high character, ambitious to further her medical knowledge 
and career. She comes from a very fine Filipino family. I am happy to recom- 
mend her for permanent residency in the United States in the belief that her 
qualifications and ability will be an asset to her community. 

Sincerely yours, 
Morris H. Marcus, 
Colonel, AGC, Adjutant General. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 173), as amended, should be enacted. 
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SISTER ODILIA, ALSO KNOWN AS MARIA HUTTER 


MARCH 2, 1953.—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany S. 255] 


The Committee on the Judiciary, to which was referred the bill 
(S. 255) for the relief of Sister Odilia, also known as Maria Hutter, 
having considered the same, reports favorably thereon with an amend- 
ment and recommends that the bill, as amended, do pass. 


AMENDMENT 


On lines 7 and 8, strike the words “‘and head tax’’. 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of perma- 
nent residence in the United States to Sister Odilia, also known as 
Maria Hutter. The bill provides for an appropriate quota deduction 
and for the payment of the required visa fee. The Immigration and 
Nationality Act does not require the payment of a head tax, and the 
bill has been amended accordingly. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 38-year-old native and citizen of 
Austria who last arrived in the United States as a visitor on January 
27, 1949. She is a nun attached to the Order of the Sisters of the 
Divine Saviour and is presently stationed at the Divine Saviour 
Hospital in Portage, Wis. 

A letter with attached memorandum dated April 23, 1952, to the 
chairman of the Senate Committee on the Judiciary from the Deputy 
Attorney General with reference to S. 1716, which was a bill intro- 
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2 SISTER ODILIA, ALSO KNOWN AS MARIA HUTTER 


duced in the Eighty-second Congress for the relief of the same alien 
reads as follows: 
APRIL 23, 1952 


Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, BC 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 1716) for the relief of Sister Od 
also known as Maria Hutter, an alien. The bill would grant her permanent resj- 
dence in the United States. 

There is attached a memorandum prepared by the Immigration and Naturaliza- 
tion Service of this Department setting forth the facts in the case. 

The quota for Austria, to which the alien is chargeable, is oversubscribed and a; 
immigration visa is not readily obtainable. Nuns, like aliens generally, are subj 
to the quota requirements of the immigration laws, their status differing from 1 
of priests, rabbis, or ministers of any religious denomination, who are classed 
nonquota immigrants under the immigration laws, and thus relieved of the q 
requirements. In the absence of special legislation Sister Odilia will be unab\ 
remain in the United States for an indefinite period. 

Whether, under the circumstances in this case, the general provisions of th 
immigration laws should be waived presents a question of legislative policy cor 
cerning which this Department prefers not to make a recommendation. 

Sincerely, 
A. Devitt VANECH, 
Deputy Attorney General. 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
SERVICE FILES RE Sister Opin1a, Atso Known as Marta Hotter, Bene- 
FICIARY OF S. 1716 


The alien is a Roman Catholic nun, native and citizen of Austria, who 
born on October 25, 1913. She arrived in the United States at the port of Detroit 
Mich., on January 27, 1949, and was admitted as a temporary visitor until Apri 
30, 1949. She was granted extensions of her temporary stay until July 27, 195] 
She stated that her purpose in coming to the United States was to become ac- 
quainted with American methods of hospital nursing. 

The atien testified that she entered the religious order of the Sisters of the 
Divine Saviour, Rome, Italy, on January 20, 1937, that she graduated as a nut 
in Rome in June 194], that the mother house of the order is in Rome, and that 
one of the provincial houses is located in Milwaukee, Wis. 

The alien has been residing and working as a nurse in the Divine Saviour 
Hospital in Portage, Wis., since August 1949. 


Senator Alexander Wiley, the author of the bill, has submitted a 
number of affidavits and references in connection with the beneficiary 
of the bill, among which is the following affidavit: 


AFFIDAVIT OF Sister Opii1a, ALSo KNown as Maria Hvurrer 


State OF WISCONSIN, 
Columbia County, ss: 

Sister Odilia being first duly sworn, on oath deposes and says: 

1. That she was born on October 25, 1913, in Thaur of Innsbruck, Austria 
and is of Austrian nationality and citizenship, that she is a nun in the Order of 
the Sisters of the Divine Saviour, which owns and operates hospitals at Portage, 
Wausau, Columbus, and West Bend in the State of Wisconsin, and at Ror 
Italy; that the hospital operated by said order at Wausau, Wis., is known as 
St. Mary’s Hospital and the one operated at Portage, Wis., is known as Divi 
Saviour Hospital, and affiant is now taking training as a supervisor and in ot! 
nursing work in said hospital at Portage, Wis. 

2. Affiant took 3 years of nurses training (1938-40) in Rome, Italy, at Sant 
Spirito Hospital and she received her diploma as a graduate nurse from said 
hospital at the conclusion of her said training. 

3. Passport Series A, No. 022.262 was issued to affiant in Rome, Italy, ©! 
October 20, 1947, by the Austrian representatives there and it runs to her wu: 

ythe,yame of Maria Hutter, which is the name under which she was baptized and 


the nama which she¢.wsed until she entered said Order of Sisters of the Divi: 
tah eG, " dre oH Posh ie Ronit} Haty, and thereupon she became know 
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3 SISTER ODILIA, ALSO KNOWN AS MARIA HUTTER 


as Sister Odilia and has since been known and is now known by such name; that 
in fact Sister Odilia and Maria Hutter are the same person and refer to this 
afiant. Affiant’s said passport was originally valid until October 19, 1949, but 
has since been extended to December 11, 1951, by the Austrian consul general, 
New York, N. Y., and she is about to apply for a further extension of the same. 
When affiant came to the United States as aforesaid, she also had an Italian visa. 

1, From the time of her birth up to the present time, she has resided in the 
following places: 

a) From birth until about 14 years old, she resided at Thaur of Innsbruck, 
Austria. 

(b) From 14 years of age until 1937, she lived at Merano, Austria, which is now 
in Italy. 

c) From January 20, 1937, to January 1949, she resided in Italy and most of 
such time was in the mother house of such order of Sisters at Rome. 

d) Arrived at Detroit, Mich., on January 27, 1949, went from there to Mil- 
waukee, Wis., and remained at the mother house of her said order for about 1 
week and then went to St. Mary’s Hospital at Wausau, Wis., where she took 
training in nursing methods for about 6 months. 

e) From August 1949 up to the present time, she has been and is now receiving 
further nurse’s training at Divine Saviour Hospital at Portage, Wis. 

5. Affiant traveled by TWA plane from Rome, Italy, to Detroit, Mich., and she 
was admitted to the United States at that place and her passport bears United 
States Department of Immigration and Naturalization Service stamp, ‘admitted 
January 27, 1949,” and a certificate from the United States of America non- 
immigrant registration issued to her at the time of her admission bears No. 
\V 937594 and authorized her admission to May 30, 1949. 

6. Interim extensions of affiant’s said leave for temporary stay in the United 
States have been granted and the last extension runs to July 27, 1951, and was 
granted by Abraham Clegg, officer in charge of the United States Department of 
Justice, Immigration and Naturalization Service, Milwaukee, Wis., and is dated 
January 16, 1951, and bears the following caption: 


“File No. 0935/7375 (3) 257 No. V 937594” 


Within 30 days prior to July 27, 1951, affiant intends to apply to said Milwaukee, 
Wis., for an additional 6-month extension of her said temporary stay in the United 
States. 

7. Affiant is desirous of remaining in the United States after completion of 
her training as.a supervisor and her study of United States hospital methods, and 
is desirous of becoming a citizen of the United States by naturalization as soon 
as possible. Without reservation, affiant is in sympathy with the principles and 
form of the United States Government and can and will be loyal to it at all times. 
Affiant intends to continue as a sister in the Order of the Sisters of the Divine 
Saviour and to continue her work within such order as a nurse. She has learned 
to speak the English language quite fluently and well. She has not violated 
any law of the United States or any other country and has at no time been a sup- 
porter or member of the Communist Party, any Nazi Party or any other group 
or organization whose activities are regarded as subversive in the United States. 

8. On April 27, 1951, affiant wrote the National Catholic Welfare Conference, 
of 1312 Massachusetts Avenue NW., Washington, D. C., asking for instructions as 
to how to obtain permanent residence and eventual United States citizenship. In 
reply, she received a letter, dated May 2, 1951, from Bruce M. Mohler, Director, 
N. C. W. C., Bureau of Immigration, of which a true and correct copy is hereto 
attached. 

This affidavit is made in quadruplicate, in support of an application which has 
been made in affiant’s behalf to have the Congress of the United States pass a 
private immigration bill or other legislation to permit affiant to accomplish the 
afore-mentioned purposes. 

Sister Opm.ia. 
Sister Opin1a Hurrer. 


Subscribed and sworn to before me this 3lst day of May 1951. 
[SEAL] DorotHy WALKER, 
Notary Public, Columbia Count i, Wis. 


My commission expires June 20, 1954. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 255), as amended, should be enacted. 
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GEORGE F,. RUCKMAN 


MARCH 2, 1953.—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany 8S, 522] 


The Committee on the Judiciary, to which was referred the bill 
(S. 522) for the relief of George F. Ruckman, having considered the 
same, reports favorably thereon, with an amendment, and recommends 
that the bill, as amended, do pass. 


AMENDMENT 


On page 1, in line 5, after the figure ‘$250’’, beginning with the 
comma strike the remainder of the sentence and insert a period. 


PURPOSE 


The purpose of the proposed legislation, as amended, is to pay the 
sum of $250 to George F. Ruckman, in full settlement of all his claims 
against. the United States for reimbursement for expenses incurred and 
paid out of his personal funds in repairing the B—17 bomber under his 
command which was damaged and forced to be landed in Torum, 
Poland, on February 3, 1945, following a bombing mission over 
Germany, and for reimbursement for expenses for quarters and rations 
for himself and his crew paid for by him during the period required 
for such repairs. 

STATEMENT 


George F, Ruckman was commissioned as a second lieutenant in the 
Air Corps, Army of the United States, on May 23, 1944, and was 
subsequently sent to the European theater of operations. 

Lieutenant Ruckman piloted a B-17 bomber on a bombing mission 
over Berlin, Germany, on February 3, 1945, and immediately after 
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such mission he was reported as missing in action over Germany. [| 
later developed that his plane was severely damaged on the bombing 
mission, and as a result thereof he was forced to land it near Torum. 
Poland, where, through the exercise of great skill and resourcefulness, 
he was able to repair ‘the plane so that he could fly it back to his base 
in England. ‘Thereafter, Lieutenant Ruckman flew 10 combat 
missions, 8 of which were flown in the plane he repaired and brought 
back from Poland. 

The report of the Department of the Army submitted in connection 
with a previous bill contains statements by two members of the 
plane’s crew to the effect that Lieutenant Ruckman had spent approxi- 
mately $250 of his own personal funds in repairing the plane and for 
quarters and rations for the crew. The report also contains a state- 
ment by a Russian officer who corroborates the fact that Lieutenant 
Ruckman repaired the plane, and a statement by the operations officer 
of Lieutenant Ruckman’s organization which verifies “Lieutenant 
Ruckman’s statements with regard to the facts. 

In its report, the Department of the Army states that there is no 
statute available under which claimant may be reimbursed adminis- 
tratively for the expenses incurred by him, and in view of the fact 
that claimant is equitably entitled to be reimbursed for such expenses, 
that agency has no objection to enactment of the bill. 

In its report submitted in connection with a previous bill, the 
Department of Justice concurs in the view of the Department of the 
Army that claimant should be reimbursed for his expenses. However, 
the Justice Department recommends that claimant be denied payment 
of interest on his claim. 

The committee is constrained to agree with the views of the Depart- 
ment of Justice that interest on the claim be disallowed. No evidence 
has been presented to the committee indicating that the Government 
was in any way responsible for the 7—vear delay in settling this claim 
No reason is apparent for the Government to assume financial responsi- 
bility for such delay by the payment of interest amounting to almost 
one-third of the claim. 

The committee therefore recommends favorable consideration of the 
bill, as amended. 

Attached to this report and made a part thereof are reports of the 
Department of the Army and the Department of Justice submitted in 
connection with an identical bill of the Eighty-second Congress. 


DEPARTMENT OF JUSTICE, 
Washington, D. C., August 15, 1952. 
Hon. Pat McCarran, 
Chiarman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senaror: This is in response to your request for the views of the 
Department of Justice concerning the bill (8S. 3124) for the relief of George F. 
Ruckman. 

The bill would provide for payment of the sum of $250, together with interest 
thereon at the rate of 4 percent per year from March 22, 1945, to the time of 
payment, to George F. Ruckman in full satisfaction of his claim against the 
United States for reimbursement for expenses incurred and paid out of his personal 
funds in repairing a B-17 bomber under his command which was damaged and 
forced to be landed in Torum, Poland, on February 3, 1945, following a bombing 
mission over Germany, and for reimbursement for expenses for quarters and 
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rations for himself and his crew paid for by him during the period required for 
such repairs. 

In compliance with your request, a report was obtained from the Department 
of the Army concerning this legislation. That report, which is enclosed, sets out 
in detail the facts relating to this claim. Briefly stated, it appears that Second 
Lieutenant Ruckman piloted a B-17 bomber on a bombing mission over Berlin, 
Germany, on February 3, 1945, and that immediately after such mission he was 
reported as missing in action over Germany. It later developed that his plane 
was severely damaged on the bombing mission and as a result thereof he was 
foreed to land it near Torum, Poland, where, through the exercise of great skill 
and resourcefulness, he was able to repair it so that he could fly it back to his base 
in England. It further appears that thereafter Lieutenant Ruckman flew 10 
combat missions, 8 of which were flown in the plane he repaired and brought 
back from Poland. 

The report of the Department of the Army contains statements by two members 
of the plane’s crew to the effect that Lieutenant Ruckman had spent approximately 
$250 of his own personai funds in repairing the plane and for quarters and rations 
for the crew. The report also contains a statement by a Russian officer who 
corroborates the fact that Lieutenant Ruckman repaired the plane, and a state- 
ment by the operations officer of Lieutenant Ruckman’s organization which 
verifies Lieutenant Ruckman’s statements with regard to the facts. 

The Department of the Army states that there is no statute available under 
which claimant may be reimbursed administratively for the expenses ineurred 
by him, and that it is the view of that agency that Lieutenant Ruckman is 
equitably entitled to be reimbursed for such expenses. The Department of the 
Army states, therefore, that it has no objection to the enactment of the bill. 

While the Department of Justice concurs in the view of the Department of the 
Army that claimant should be reimbursed for the expenses incurred by him, it 
believes all reference to the payment of interest should be deleted from the bill. 
There is nothing in the Department of the Army report to indicate that Lieutenant 
Ruckman ever submitted a claim to that agency for administrative settlement or 
that there has ever been a bill introduced in his behalf in any prior Congress. 
Inasmuch as there is no evidence to show that the Government was in any way 
liable for the 7-vear delay in settling this claim, there would seem to be no reason 
for the Government to assume financial responsibility for such delay by the pay- 
ment of interest amounting to almost one-third of the claim. 

Accordingly, the Department of Justice would have no objection to enactment 
of the bill if it were amended so as to delete all reference to interest therefrom. 

The Bureau of the Budget has advised this office that there would be no objec- 
tion to the submission of this report. 

Sincerely, 
Ross L. MALONE, Jr., 
Deputy Attorney General. 


DEPARTMENT OF THE Army, 
Washington, D. C., August 5, 1952. 
The honorable the ArroRNEY GENERAL, 
Washington, D. C. 


Dear Mr, ATTroRNEY GENERAL: Reference is made to your letter with which 
you enclosed a copy of S. 3124, Eighty-second Congress, a bill for the relief of 
George F. Ruckman. You state that the Senate Committee on the Judiciary 
has requested the Department of Justice to submit a report on this bill and has 
advised that if reports are necessary from other sources they will be secured by 
your Department and submitted along with your report to the committee. You, 
therefore, request the comments of the Department of the Army on 8, 3124. 

This bill provides as follows: 

“That the Secretary of the Treasury is authorized and directed to pay, out of 
any money in the Treasury not otherwise appropriated, to George F. Ruckman 
the sum of $250, together with interest thereon at the rate of 4 per centum per 
annum from March 22, 1945, to the time of payment. The payment of such 
sum shall be in full satisfaction of the claim of the said George F. Ruckman 
against the United States for reimbursement for expenses incurred and paid out 
of his personal funds in repairing the B-17 bomber under his command which 
was damaged and forced to be landed in Torum, Poland, on February 3, 1945, 
following a bombing mission over Germany, and for reimbursement for expenses 
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for quarters and rations for himself and his crew paid for by him during 
period required for repairs.” 

George F. Ruckman was born on December 1, 1923, at Farmer City, Ill. Hy 
enlisted in the Army at Chanute Field, Ill., on December 14, 1942, as a privat, 
He was honorably discharged as an enlisted man on May 22, 1944, so that 
might accept a commission as a second lieutenant in the Air Corps, Army of thy 
United States. He was duly sworn in as a second lieutenant on May 23, 1944 
He was subsequently sent to the European theater of operations. It appears 
that on February 3, 1945, Lieutenant Ruckman departed from his base in Engla 
piloting a B-17 bomber on a bombing mission over Berlin, Germany. Imme- 
diately after such mission he was reported as missing in action over Germa 
It later developed that Lieutenant Ruckman’s plane was severely damaged | 
this bombing mission, and as a result thereof he was forced to land the plane near 
Torum, Poland, where, through the exercise of great skill and resourcefulness 
he was able to repair the plane so that he could fly it back to his base in Englay 
He and his erew took off from Poland in said bomber on March 17, 1945, for 
Foggia, Italy, and arrived at his base in England on March 22, 1945. On February 
11, 1945, Lieutenant Ruckman was promoted to the grade of first lieutena 
He was relieved from active duty in the Army of the United States on September 
18, 1945. On November 7, 1951, he was promoted to the grade of captain in | 
Air Force Reserve. 

The purpose of this bill is to reimburse the claimant for the expenses ineurr 
by him in connection with the repairing of the aforesaid Army bomber in Poland 
so that it might be flown back to its base in England, including the expenses 
incurred by him for quarters and rations for himself and the members of the 
crew of the bomber while it was being repaired. 

On December 5, 1950, Lieutenant Ruckman furnished the following informatio: 
to the Department of the Army in explanation of his claim: 

“Around 1500 (3 p.m.) or February 3, 1945, I made an emergency landing o1 
a bombed-out airstrip approximately 4 miles from Torum, Poland. About 1030 
(10:30 a. m.) on March 17, 1945, I took off in my B-17 airplane for Foggia, Ital) 

‘““At the time I made this emergency landing (in Poland) I had two engines 
completely out of order and a third engine so badly damaged I could hardly us 
it for power at all. My left front tire was blown out. One engine was removed 
from my plane and replaced by an engine from another plane. Two of the en- 
gines were repaired and a wheel was replaced on the front landing gear. We 
repaired the airplane with tools that we dug out of burnt-out machine shops 
The Russians gave us no tools at all. 

“The work on the airplane was done in extremely cold weather. The front 
lines were only a few miles away, and our airstrip came under artillery fire at 
times. There were snipers ali through the area and we were shot at by them 

“‘T spent my own money for food, shelter, clothing and labor. I gave a Wyler 
wrist watch and a Schaefer lifetime fountain pen to a Russian major. In retur 
I borrowed a truck through him. I took this truck to a farm near Plock, Poland, 
and there took an engine and a landing-gear wheel off of another B-17.) Th: 
whee! which we took from the B-17 was sunk 15 to 16 inches into the ground 
and the ground frozen hard around it. As a result I hired two Polacks to diy 
around the wheel so it could be removed. Two members of my crew and myself 
concentrated on removing an engine. The engine was transferred from the air- 
plane to the truck by means of 20 Polacks lifting it off with two telephone poles 
under it. The men did this with human strength. We had no rope or hoist 
aveilable. I sent two Polacks out to obtain two long wooden sills to remove 
the engine with. They came back with telephone poles. Immeaiately after 
they returned, military police arrived and threatened to arrest -the two Polacks 
for cutvuing down the two telephone poles. I gave them some money and per- 
suaded them to leave us alone. 

“Upon returning to Torum with our engine and wheel, I bartered with a Rus- 
sian to pull a hoist out from under the roof of a bombed-out airplane hangar 
This was done with a Caterpillar. I gave him my personal .38 caliber revolver 
(not an Army issue). 

“T spent money for various necessities. Food and lodging with a Polish 
family is another item. I took care of two B-17 crews (18 men) and two fighter 
pilots while in Poland, not to mention the assistance I gave American and British 
prisoners of war. 

‘This information is to explain what I did and how I did it. My objective was 
to repair an airplane and try to fly out of there, which I succeeded in doing. Upon 
return to England I went back with my old group (Three Hundred and Eighty- 
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Bomber Group of the Eighth Air Force) Col. T. Milton, commanding 

cel I then flew 10 combat missions. Eight of those missions were flown 
in the airplane I brought back from Poland 

\MIv Army records, Col. T. Milton and Lieutenant Colonel Hutchison can aec- 


vledge this incident. I have already furnished vou with photostatie copies 
Russian letters which are self-explanatory. Enclosed sre two affidavits from 


crew members who were greatly responsible for the success of our salvage 


On November 20, 1950, John Young, of Monroe, La., a member of Lieutenant 

kman’s crew on the mission in question submitted the following affidavit: 

1. John Young, of Monroe, La., being first d ily sworn on oath, deposes and 
avs, that he was flight engineer on a B—-17, No. 592 of the Three Hundred and 
hig itv-fourth Bomber Group in the Kighth Air Force of the United States 
Army. The affiant further states that said B-17 bomber was under the com- 

ind of Ist Lt. George F. Ruckman, AUS, 0777244. That while on a bombing 

ission over Berling, Germany, said B-17 bomber was severely damaged and 
reed to land at Torum, Poland, on the 3d day of February 1945. It was neces- 

y to repair said B-17 bomber and said repairs were carried on under the orders 

| personal expense of Lieutenant Ruckman. Said repairs necessitated the 

ploving of local native labor to obtain an airplane engine from another dam- 
aged B-17 approximately 130 kilometers from Torum, Poland. Lieutenant 
Ruckman expended his own personal funds for quarters, gasoline, and other 

aterials necessary to repair the B-17 bomber. The period of time required to 
repair the bomber was approximately 47 days. Affiant further states that he 
saw on divers different occasions, Ist Lt. George Ruckman expend his own per- 
sonal funds in receiving and in repairing the bomber and for quarters and rations. 
To the best knowledge and belief of the affiant, Lieutenant Ruckman spent 
approximately $250.” 
“On November 1, 1950, the following affidavit was submitted by Alonzo Robert 
Rice, of Detroit, Mich., another member of Lieutenant Ruekman’s crew: 

“IT, Alonzo Robert Rice, of Detroit, Mich., being first duly sworn on oath, 
deposes and says, that he was waist gunner on a B-17, No. 592 of the Three 
Hundred and Eighty-fourth Bomber Group in the Eighth Air Force of the United 
States Army. The affiant further states that said B—-17 bomber was under the 
command of Ist Lt. George F. Ruckman, AUS, 0777244. That while on a 
bombing mission over Berlin, Germany, said B—-17 bomber was severely damaged 
and forced to land at Torum, Poland, on the 3d day of February 1945. It was 
necessary to repair said B—17 bomber and said repairs were carried on under the 
orders and personal expense of Lieutenant Ruckman. Said repairs necessitated 
the employing of local native labor to obtain an airplane engine from another 
damaged B-17 approximately 130 kilometers from Torum, Poland. Lieutenant 
Ruckman expended his own personal funds for quarters, gasoline, and other 
materials necessary to repair the B-17 bomber. The period of time required to 
repair the bomber was approximately 47 days. Affiant further states that he 
saw on divers different occasions, Ist Lt. George Ruckman expend his own 
personal funds in receiving and in repairing the bomber and for quarters and 
rations. To the best knowledge and belief of the affiant, Lieutenant Ruckman 
spent approximately $250.,”’ 

The following undated statement, signed by Commander Zaechev, a Russian 
official, was submitted by Lieutenant Ruckman: 

“The American airplane (B—17G) No. 592, in command of George Ruckman, 
landed at Aerodrome Torum on February 3, 1945, after being seriously damaged 
by flak while on a bombing mission on Berlin. 

“Immediately after landing on the aerodrome, Commander George Ruckman 
started to organize his plane crew for the purpose of repairing his aircraft. He was 
completely on his own, 

‘He went to another area in the vicinity of Plock, which was about 120 to 130 
kilometers from Torum, in a truck. He learned that another American aircraft 
had been forced down there. He removed an engine and other parts that he 
needed and installed them on his aircraft. This was all done in very cold weather. 
After the maintenance was done the ship was flight tested and was in shape again. 

“George Ruckman assumed complete command of the maintenance and worked 
on the aircraft, himself. The conduct and attitude of the crew were very com- 
mendable. They were also very polite and courteous to all Russian personnel 
concerned. 

“For completely restoring the airplane to flying status, credit belongs to George 
tuckman, Jack Garstak, Bob Rice, John Young, all of whom should deserve 
some sort of a Government commendation.” 
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On June 3, 1952, the following statement was made by Capt. John K. Shel), 
United States Air Force, who was the operations officer of Lieutenant Ruckma) 
organization in February 1945: 

“The facts as stated by Lieutenant Ruckman are, to the best of my kn 
true. In that I flew in the same formacion with Lieutenant Ruckman on Pebr 
ary 3, 1945, and was also operations officer for the squadron to which he was 
assigned, I can verify the fact that Lieutenant Ruckman and his crew were mis: 
in action for several weeks subsequent to that date. The detailed circumsta 
as related to me by Lieutenant Ruckman and his crew upon his return with })j. 
aircraft, are recalled as being identical to those as stated in Lieutenant Ruckmay’s 
letter.” 

There is no statute under which the claimant may be reimbursed administra. 
tively for the expenses incurred by him in connection with the repairing of the 
afore-mentioned Army bomber in Poland and for quarters and rations for himself 
and the members of the crew of the bomber while it was being repaired. |r js 
the view of the Department of the Army that the claimant is equitably entitled 
to be reimbursed for such expenses. The Department, therefore, has no objectioy, 
to the enactment of the legislation proposed in 8. 3124. 

Sincerely yours, 
Karu R. BENDETSEN, 
Acting Secretary of the Army 
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MARCH 2, 1953.—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany 8S. 682] 


The Committee on the Judiciary, to which was referred the bill 
(S. 682) for the relief of George Rodney Giltner (formerly Joji 
Wakamiya) having considered the same, reports favorably theron 
with an amendment in the nature of a substitute and recommends that 
the bill, as amended, do pass. 


AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof the 
following: 

That, for the purposes of sections 101 (a) (27) (A) and 205 cf the Immigration 
and Nationality Act, the minor child, George Rodney Giltner (formerly Joji 
Wakamivya), shall be held and considered to be the natural-born alien child of 
Mr. and Mrs. William H. Giltner, citizens of the United States 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to provide for the admission 
into the United States of a minor Japanese child in the custody of Mr. 
and Mrs. William H. Giltner, citizens of the United States. The bill 
has been amended because a racial waiver is no longer necessary under 
the new law, and to bring it in line with the appropriate sections of the 
new law. 

STATEMENT OF FACTS 

The beneficiary of the bill was born in Japan on February 5, 1948, 
and has been released by the Kamakura Nursery for adoption by Mr. 
and Mrs. William H. Giltner, who are citizens of the United States 
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presently in Japan where Mr. Giltner is employed in a civilian capacity 
with our Armed Forces. 

Senator Mike Mansfield, the author of the bill, has submitted th, 
following information in connection with a bill, H. R. 6415, which ly 
introduced in the House of Representatives during the 82d Congress 


GENERAL HEADQUARTERS, FAR East COMMAND, 
OFFICE OF THE COMMAND STAFF JUDGE ADVOCATE, 
APO 500, January 21, 1952 
Hon. Mike MANSFIELD, M. C., 
House of Representatives, Washington, D. C. 

Dear Mr. MAnsFIELD: Mr. William H. Giltner of Omaha, Nebr., temporaril; 
residing in Tokyo, Japan, while serving in a civilian capacity with the Armed 
Forces of the United States, has requested me to submit to you the informatio; 
necessary to permit you to introduce a private bill for entry into the United 
States of his adopted son, George Rodney Giltner, formerly called Joji Wakamiya 

For your information and assistance in submitting the private bill please find 
enclosed: 

1. Adoption agreement entered into between the president of the Kamakura 
Nursery, 607, Omachi, Kamakura, Japan, and Mr. William H. Giltner and his 
wife, Mrs. Virginia G. Giltner. 

2. Letter from the responsible finance officer, Civilian Personnel Section, Gen- 
eral Headquarters, Far East Command, showing Mr. Giltner’s annual income from 
his present employment. 

3. List showing names and addresses of the parents and members of the family 
of Mr. Giltner, and names and addresses of the family of Mrs. Virginia G. Giltner 

4. List containing the names and addresses of four persons who are well ac- 
quainted with Mr. and Mrs. Giltner and with their background. 

5. List of financial references of banks and businesses with whom Mr. and Mrs 
Giltner have conducted business over the past years. 

6. Letter, character reference, from Mr. Charles J. Davis, civil information 
and education section, 

7. Mr. Walter P. Tonge, character reference letter. 

8. Letter, character reference, from Lt. Col. J. R. Dorman, Jr., general staff 
with troops. 

9. Draft of private bill for the relief of George Rodney Giltner. 

Mr. Giltner states that you and he went to school together and are old friends 
and he has requested me to express to you his appreciation for your assistance in 
introducing this private legislation as early as practicable. 

Thank you for your consideration in this matter and with best wishes, 

Sincerely yours, 
Mary CC. EASTERLING, 
Attorney- Adviser 


P.S. Medical certificate in process and will go forward to you in a few days. 





GENERAL HEADQUARTERS, Far East CoMMAND, 
OFFICE OF THE COMMAND STAFF JUDGE ADVOCATE, 
APO 500, January 23, 1952 
Re Mr. William H. Giltner, for the relief of George Rodney Giltner. 
Hon. Mike MANSFIELD, M. C., 
House of Representatives, Washington, D. C. 

Dear Mr. MaAnsFieLp: Attached please find medical certificate of Georg 
Rodney Giltner, adopted son of Mr. and Mrs. William H. Giltner, which was 
omitted from our letter of January 21, 1952. 

Please attach this certificate to Mr. Giltner’s papers for use by your committe 

Attached please find copy of letter, this date, addressed to Hon. Hugh Butler, 
Senator from Nebraska, requesting him to lend his assistance in this matter 

With kind regards and best wishes, 

Sincerely yours, 
Mary C. EAsTERLING, 
Attorney- Adviser. 
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Tokyo, January 28, 1952. 
Hon. MrkE MANSFIELD, 
United States House of Re presentatives, 
Washington, D. C. 

Dear Mike: You probably received within the last few days a letter concern- 
ing a child we are trying to adopt and a request for your help in getting a bill 
through Congress. That letter was written by the Judge Advocate’s Section 
and was mailed more rapidly than I had intended; this personal letter should 
have been sent first. 

We have had Georgie in our home since November 2 and want very much to 
keep him. We have no children of our own, Georgie is astonishing occidental 
n appearance although that really makes no difference. The material that you 
were sent includes a list of family members, references, ete. This information 
should be put in the hands of the Attorney General (I believe) without delay in 
order that an investigation may be conducted. Of course, you know how much 
we appreciate your interest and help. The Judge Advocate’s Section, in its 
desire to be helpful, also made a few mistakes—the letter to Senator Butler says 
that ‘‘Mr. Giltner was formerly associated with the Omaha World-Herald in the 
editorial department and has pleasant memories of his acquaintance with you.” 
I do not actually know Senator Butler although I met him once long ago. 

| appreciate also, your help along another line. Last week, on January 21, I 
began work for the Diplomatic Section of GHQ. The cutting back of many 
occupation sections ended my job with CIE. The Diplomatie Section picked me 
up and I will be working in Publie Affairs, at present in a planning status but 
later on with the Toyko consulate according to present plans. I do not know if 
vou know that I have made a particularly detailed and useful study of human 
rights in Japan and based upon this study have carried on a very large informa- 
tion campaign. Also I have been working with people in many walks of life on 
such matters as UN, the press, SCAP reorientation films, information on occupa- 
tion reforms, ete. Your help in calling my application to the attention of the 
State Department in Washington unquestionably was of very great assistance 
for it is apparent that you are held in very high esteen. Thanks very much. 

The papers over here have carried references to your Paris U. N. activities which 
I have read with interest. You must be very busy. It would be a trazedy, it 
seems to me, if there should be a cutback of American information activities over 
the world. 

Mrs. Margarent Williams, of the State Department, who is here now with Public 
\ffairs, says she knew you (I believe she wrote a report on the Fulbright scholar- 
ships while in Washington). 

I thank you again very much, Mike, for all of your efforts. 

Sincerely, 
Brut GILTNER, 
Public Affairs, Diplomatic Section, SCAP, 
APO 500, care of Postmaster, San Francisco, Calif. 


AGREEMENT AND CONSENT TO ADOPTION 


Agreement made and dated this 16th day of January 1952, by and between 
Noberu Satake, a Japanese national citizen, president, Kamakura Nursery, 607, 
Omachi, Kamakura, and Mr. William H. Giltner, and his wife, Mrs. Virginai G. 
Giltner, citizens of the United States with permanent domicile in Omaha, Nebr. 
and temporarily residing in Toyko, Japan, while William H. Giltner is serving 
with the Armed Forces of the United States in a civilian capacity. 

Whereas William H. Ciltner and his said wife, Virginia G. Giltner, husband 
and wife, are desirous of adopting, pursuant to the provisions of law, George 
Wakamiya, born on or about February 5, 1948, and to rear and treat subject 
minor in all respects as their own lawful child; and 

Whereas neither the mother nor father are known to the officials of the Kama- 
kura Nursery; and 

Whereas the child was discovered as a waif within the precinct of the Hachiman 
Shrine located in Kamakura on April 5, 1948, and the Kamakura Nursery was 
designated by the prefectural child consultation office to take custody of the 
child; and 

Whereas it is the desire of William H. Giltner and his wife, Virginia G. Giltner, 
to adopt said child; and 
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Whereas the officials of the Kamakura Nursery are desirous of relinquishing 
custody in favor of the prospective adopting parents; and 

Whereas the prefectural child consultation office approves the release of ¢} 
child by the officials at said Kamakura Nursery to the custody of, care and posses- 
sion of William H. Giltner and his wife, Virginia G. Giltner; and 

Whereas the said William H. Giltner and his wife, Virginia G. Giltner, are jp 
possession of money, property, and income sufficient to suitably care for, nurtur, 
rear, educate, and provide for said child and to the full performance of all said 
things they are ready, willing, and able, and by the undertaking of this trust, do 
hereby bind themselves to carry out and perform, fully agreeing to accept said 
child as their own as if born to them in lawful wedlock and to make him their heir 

Now therefore, in consideration of the premises and of the undertakings herein- 
after contained, we, William H. Giltner and Virginia G. Giltner, jointly and 
severally, do hereby agree and undertake: 

First. To adopt, care, nurture, treat, and provide for said child as their own 
lawful child with the rights and duties thereunto appertaining as though he were 
their own flesh and blood. 

Second. To take all appropriate and necessary measures to secure the requisite 
documentation for the admission of said child into the United States of America 
or elsewhere and assume full liability and responsibility therefor. 

Third. The said Noboru Satake, president, Kanakura Nursery, 607, Omachi, 
Kanakura, hereby consents and agrees and does hereby relinquish and release 
all claim to any and all rights he has to said minor child as head of the Kanakura 
Nursery and consents and agrees and does hereby acquiesce in said adoption to 
the end that the said child, George Wakemiya, may be and become the lawful 
child of the said William H. Giltner and Virginia G. Giltner, and to refrain from 
doing or causing to be done any act or thing whatsoever which will in any way 
interfere with the rights, duties, and privileges of said child when so adopted, 
and to refrain from doing or causing to be done any act or thing whatsoever which 
will in any way interfere with the rights, duties, and privileges of the said William 
H. Giltner and Virginia G. Giltner, husband and wife, when such adoption has 
been accomplished, and hereby waives any and all rights to notice of any pro- 
cedure incident to his travel to the United States or in connection with adoption 
proceedings, and as president of the Kamakura Nursery, 607, Omachi, Kamakura, 
does hereby award custody of said child, George Wakamiya, to William H. 
Giltner and Virginia G. Giltner, husband and wife. 

In witness whereof, the parties have hereto set their hands and seals the 
day and year first above written, in the city of Kamakura, Japan. 

Nosorvu SatTAakE (President), 
Kamakura Nursery, 607, Omachi, Kamakura. 

Wiiuram H. Giutner (Husband). 

Virornia G. GILTNER (Wife). 

Witnesses: 

IsaRM INOUYE. 

Iwao Suzukl. 

Kazukxo Natro. 
Approved: Japanese Ministry of Welfare. 








By — 
Japanese Foreign Office. 





MeEpDIcAL CERTIFICATE 


HEADQUARTERS, ToKYO GENERAL DISPENSARY 
8128tH Army UNIT, 
APO 500, January 23, 1952. 
George Giltner, foundling for adoption by Mr. William H. Giltner, has been 
examined at this installation and found to be in good health physically and 
developmentally. There is no evidence of any contagion or infection. 
The following are the results of laboratory investigation. 
X-ray of chest: Negative. 
Blood serology: Negative. 
Stool examination: Negative. 
Blood count: Negative. 


Harry Spitz, 
Lieutenant Colonel, MC, Commanding. 
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GEORGE RODNEY GILTNER (FORMERLY JOJI WAKAMIYA) 


GENERAL HEADQUARTERS, Far East ComMMAND, 
CIVILIAN PERSONNEL SECTION, 
APO 500, January 9, 1952. 
To Whom It May Concern: 

Mr. William H. Giltner is presently employed as information officer, Civil 
Information and Education Section, General Headquarters, Far East Command, 
at GS-12, $7,240 per annum, plus 10 percent foreign post differential. 

Jor L. Farrow, 
Major, AGC, Assistant Adjutant General. 


Tokyo, JAPAN, January 15, 1952, 
To Whom It May Concern: 

I have known the William H. Giltners, both personally and professionally, over 
an extended period. 

I believe Mr. and Mrs. William H. Giltner to be congenial, well educated, and 
both capable and desirious of giving the best in home and education to their 
adopted son. 

CHARLEs J. Davis, 
Press and Publication, 
Civil Information and Education Section, 
GHO-SCAP, APO 600, San Francisco, Calif. 


Tokyo, Japan, January 8, 1952. 
To Whom It May Concern: 

I have known Mr. Giltner and his wife over an extended period of time. They 
are an exceptionally happy couple, intelligent and well educated and completely 
capable and desirous of giving their adopted child a fine home. 

WALTER P. TONGE, 
CIE, GHQ, SCAP. 


CaRE or G—4, GHQ, FEC, 
APO 6500, care of PIO, 
San Francisco, Calif., January 14, 1952. 
To Whom It May Concern: 

Without reservation, I heartily recommend approval of the application for 
adoption of ‘‘ Little George’ as submitted by Mr. and Mrs. William H. Giltner of 
Tokyo, Japan. It has been my pleasure to know, and to be associated with both 
Mr. and Mrs. Giltner for almost 2 years that they have been our next-door neigh- 
bors in Washington Heights. 

Both of them are extremely well qualified to rear the boy they have chosen. 
They have many outstanding qualifications including, but not limited to, character 
education, and religious background. 

Since ‘‘ Little George” spends a part of his time playing with my son Tommy I 
have had an opportunity to observe him carefully since about November 1951 
when he came to live with his foster parents. In my opinion, he is a youngster 
who is extremely well cared for, is healthy, and is happy in his new surroundings. 
With the care, love, devotion, and guidance of both Mr. and Mrs. Giltner the boy 
will, in my opinion, become a fine and useful citizen of the United States, and a 
credit to his country and to his parents. 

I shall be glad for an opportunity to furnish any additional information desired. 

J. R. Dorman, Jr., 
Lieutenant Colonel, General Staff with troops. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 682), as amended, should be enacted. 
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SIZUKO KATO 





MARCH 2, 1953.—Ordered to be printed 





Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany 8. 147] 


The Committee on the Judiciary, to which was referred the bill 
(S. 147) for the relief of Sizuko Kato, having considered the same, 
reports favorably thereon with amendments and recommends that 
the bill, as amended, do pass. 


AMENDMENTS 


1. Strike all after the enacting clause and insert in lieu thereof the 
following: 


That, in the administration of the Immigration and Nationality Act, Sizuko 
Kato and her minor child, Meechiko, the fiancée and minor child of Cpl. Gust L. 
Ulrich, a citizen of the United States, shall be eligible for visas as nonimmigrant 
temporary visitors for a period of three months: Provided, That the administrative 
authorities find that the said Sizuko Kato is coming to the United States with a 
bona fide intention of being married to the said Gust L. Ulrich and that they 
are found otherwise admissible under the immigration laws. In the event the 
marriage between the above-named persons does not occur within three months 
after the entry of the said Sizuko Kato and her minor child, Meechiko, thev shall 
be required to depart from the United States and upon failure to do so shall be 
deported in accordance with the provisions of sections 241 and 242 of the Immigra- 
tion and Nationality Act. In the event that the marriage between the above- 
named persons shall occur within three months after the entry of the said Sizuko 
Kato and her minor child, Meechiko, the Attorney General is authorized and 
directed to record the lawful admission for permanent residence of the said 
Sizuko Kato and her minor child, Meechiko, as of the date of the payment by them 
of the required visa fees. 


2. Amend the title to read: 


A bill for the relief of Sizuko Kato and her minor child, Meechiko. 
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PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to enable the Japanes 
fiancée and minor child of a United States citizen serviceman to enter 
the United States so that the fiancée may marry her citizen fiancé and 
that thereafter she and the child may reside in the United States. Thy 
bill, as originally introduced, provided for a racial waiver. However 
the Immigration and Nationality Act contains no barrier to immigra. 
tion because of race. The bill has therefore been amended in accord. 
ance with the new act and to include the name of a minor child as q 
beneficiary of the bill. 

STATEMENT OF FACTS 


The beneficiaries of the bill were born in Japan on October 27, 1926 
and October 22, 1950, respectively. They are the fiancée and minor 
child of Cpl. Gust L. Ulrich, who was born in North Dakota in 1929 

. . rT ry rt } 
and is presently assigned to the Three Thousand Two Hundred and 
First Air: Police Squadron, Eglin Air Force Base, Fla. 

A letter with attached memorandum, dated May 29, 1952, to th 
chairman of the Senate Committee on the Judiciary from the Deputy 
Attorney General with reference to S. 2372, which was a bill introduced 
in the Eighty-second Congress for the relief of the same aliens, reads 
as follows: 

May 29, 1952, 
Hon, Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to your request for the views of th 
Department of Justice relative to the bill (S. 2372) for the relief of Sizuko Kat 
and her minor child, Meechiko, aliens. The bill would waive the racial restrictior 
on immigration in the aliens’ cases and would enable them to enter the United 
States for permanent residence as nonquota immigrants. 

There is attached a memorandum prepared by the Immigration and Natural- 
ization Service of this Department setting forth the facts in these cases. 

Sizuko Kato, being of the Japanese race, and the child, Meechiko, being at least 
50 percent Japanese blood, are ineligible for naturalization under section 303 of 
the Nationality Act of 1940, and are thus inadmissible to the United States for 
permanent residence under section 13 (c) of the Immigration Act of 1924. In 
the absence of special legislation the aliens will be unable to enter the United 
States for permanent residence. 

Should the bill receive favorable consideration, it is suggested that the title 
be amended by adding, following the name “‘Sizuko Kato,’’ the words “and her 
minor child, Meechiko.”’ 

Whether, under the circumstances in these cases, the general provisions of th 
immigration laws should be waived, presents a question of legislative polic) 
concerning which this Department prefers not to make any recommendation 

Sincerely, 
A. Devitt VANECH, _ 
Deputy Attorney General 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
SERVICE FILEs RE SizuKO Kato anp Her CuiLtp, MEEcHIKO, BENEFICIARIES 
or 8. 2372 


The pertinent information relative to Miss Sizuko Kato and her child, Meechiko, 
was furnished by Corp. Gust L. Ulrich, a citizen of the United States, who was 
born in New Rockford, N. Dak., on May 5, 1929. He is presently assigned t 
ae Two Hundred and First Air Police Squadron, Eglin Air Fore 

ase, Fla. 

Corp. Gust L. Ulrich stated that his fiancée, Miss Sizuko Kato, who is present]; 
residing in Japan, was born in that country on October 27, 1926, and that her child, 
Meechiko, was born in Japan on October 22, 1950. He acknowledged paternity 
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of the child. Corporal Ulrich related that blood tests have corroborated his 
claim that Meechiko is his child. He stated that Miss Sizuko Kato and her 
child, Meechiko, are being supported by Miss Kato’s father, Ichisiro Kato, who 
operates @ horse-drawn dray and does general hauling. Miss Kato’s mother is 
deceased. The beneficiaries of the instant bill have never resided in the United 
States. 

Corporal Ulrich stated that neither he nor Miss Sizuko Kato has at any time 
been married. He also stated that Miss Kato, whom he first met during January 
1949, was employed in an airplane factory in Japan during World War II. She 
is unemployed at the present time in order that she may remain at home to take 
care of her father and her child. Corporal Ulrich further stated that his father, 
who was born in Russia, is presently a citizen of the United States. His mother, 
four brothers, and two sisters are United States citizens. He related that he 
receives $102 a month from the Armed Forces and that he has no other assets or 
income. He was a student prior to entering the Armed Forces. 

Information received from the office of the author of the instant bill reveals 
that Corporal Ulrich enlisted in the Air Force on June 1, 1948, for a period of 3 
years and that he reenlisted in the Air Force on June 1, 1951. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 147), as amended, should be enacted. 
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COMMANDER JOHN J. ODONNELL 


Marcu 2, 1953.—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany S. 72¢ 


The Committee on the Judiciary, to which was referred the bill 
(S. 720) for the relief of Commander John J. O’Connell, having con- 
sidered the same, reports favorably thereon, with amendme nts, and 
recommends that the bill, as amended, do pass. 


AMENDMENT 


On page 1, line 6, strike the name “O’Connell” and insert in lieu 
thereof the name “O’Donnell.” 

Amend the title so as to read “A bill for the relief of John J. 
O'Donnell, United States Naval Reserve.”’ 


PURPOSE 


The purpose of the proposed legislation is to pay the sum of $252.67 
to Commander John J. O'Donnell, United States Naval Reserve, in 
full settlement of his claims against the United States for pay and 
allowances for active training duty actually performed by him for 
the period June 19 to 29, 1950, inclusive, in compliance with para- 
graph 1 of the appropriate duty orders nae June 7, 1950, by the 
Commandant, Thirteenth Naval District, Seattle, Wash. 


STATEMENT 


This bill is in the same text and the same amount as a bill which 
Was introduced in the Eighty-second Congress and approved by the 
Senate on July 3, 1952. 

Commander O'Donnell, an officer of the United States Naval 
Reserve, accompanied the U.S. S. Shields (DD 596) as pilot on a 
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cruise with that vessel from Seattle, Wash., to Alaska and 
during the period from June 19 to 29, 1950, inclusive. The pil 
service was authorized by appropriate duty orders issued to ¢ 
mander O’Donnell on June 7, 1950, by the commandant of the ‘J 
teenth Naval District. 

But the commander was unable to receive his pay and allowances 
for this tour of duty on the U.S. S. Shields since the Comptrol|; 
General subsequently held that he he ud pe ‘forme d, prior to June 1950 
the maximum period of active training dutv permitted under app! 


cable naval regulations during the fiscal year 1950. Another 1 
sesigued by the Comptroller General was that the duthorits 
never been granted to the commander by the Chief of Naval Pe " 
nel, as required by paragraph 6, Tables of Organization for the 
Reserve, Fiscal 1950, to perform active training duty with pay 
excess of the training duty periods otherwise authorized in the re 
tions. The Comptroller General further held that the orders of . 
7, 1950, to Commander O'Donnell did not change his status, 
member of the Naval Reserve, from an tnactive duty status to that 
of active training duty. The resulting decision of the Comptrolle: 
General was that there was no authority of law to allow him activ: 
training duty pay and allowances for the period from June 19 to 29 
1950. 

This committee can readily understand the decision of the Comp 
troller General. The executive departments are charged with tly 
execution of the general laws of the United States and it is the duty 
of the Comptroller General or the executive departments to deny 
redress to those persons not coming within the terms of the law 
When an individual is aggrieved by the denial of relief by a Federa 
department or agency, he has, under our Federal Constitution, a right 
to petition Congress for a redress of any such grievance. This is the 
aveoue followed by Commander O'Donnell. 

Both the Department of the Navy and the Department of Justice 
recommended that this claim be paid. The basis of each recommenda- 
tion is, in substance, that the commander actually did the work: lu 
performed the duties specified-and the United States received the full 
value of such services. Consequently there is no reason why tlu 
United States should not compensate the claimant for his efforts 

In adopting the recommendations of these two Departments thu 
committee wishes to express one additional conclusion. If there had 
been any indication that the claimant had intentionally avoided 
obtaining the authority of the Chief of Naval Personnel as require: 
by paragraph 6, Tables of Organization for the Naval Reserve, 
fiscal 1950, the committee would not undertake to relieve the claimant. 
In short, if the claimant had intentionally avoided obtaining the re 
quired authority, the committee would not favorably consider legisla- 
tion which would relieve the claimant from his own misconduct. But 
no such misconduct has been alleged here, and consequently the com- 
mittee recommends that this bill be considered favorably. 

The report of the Department of the Navy, dated June 6, 1952, 
and the report of the Department of Justice, dated June 24, 1952, 
are set forth in full below. 
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DEPARTMENT OF THE NAVY, 
OFFICE OF THE JUDGE ApvocaTE GENERAL, 
Washin jton, dD e.. June 6, 1952. 





Hon. JaMES P. McGRaNery, 
The Attorney General, Washington, D. ¢ 


My Dear Mr. AtrrorNey GENERAL: Reference is made to your letter of 


\pril 14, 1952, requesting an expression of the views of the Denartment of the 
Savy on 8S. 2989, a bill for the relief of Commander John J. O’ Donnell, United 
s s Naval Reserve. 

7 he purpose of this bill is to authorize the Secretary of the Treasury to pay to 
Commander John J. O’ Donnell, United States Naval Reserve, the sum of $252.67 


full settlement of his claim against the United States for pay and allowances 
active training duty performed by him for the period of June 19 to 29, 1950, 
isive, in compliance with appropriate duty orders issued June 7, 1950, by the 
nandant, Thirteenth Naval District, Seattle, Wash. 

Che records of the Department of the Navy show Commander O’ Donnell, an 
licer of the United States Naval Reserve, accompanied the U. S. S. Shields 
DD 596) as pilot on the cruise of that vessel from Seattle, Wash., to Alaska and 

irn during the period June 19 to 29, 1950, and that the pilotage service was 
vuthorized by appropriate duty orders issued to Commander O’ Donnell on June 

7, 1950, by the commandant of the Thirteenth Naval District 

C% Pay aye es ‘ry O'Donnell was uns _ to receive pay and allowances for the duty 

7 performed as pilot of the U.S. S. Shields as the ¢ eee r General held 

hat he had performed, prior to the month of June 1950, the maximum period of 
( "¢raining duty permitted under applicable naval aaieniene during the 

al year 1950, and that authority had never been granted to him by the Chief of 
Vaval Personnel, as was required by paragraph 6, Tables of Organization for the 
ival Reserve, Fiscal 1950, to perform active training duty with pay in excess of 
training duty periods otherwise authorized in the regulations. The Comptrol- 
er General further held that as a consequence of these facts the orders of June 7, 

950, did not change the status of Commander 0’ Donnell as a member of the Naval 
Reserve from an inactive duty status to that of active training duty status and 
hat, therefore, there was no authority of law to allow him active training duty 
pay and allowances for the period June 19 to 29, 1950 

\lthough Commander O’Donnell performed the duties for which payment is 
laimed under an appropriate duty assignment, the duties which he actually per- 

formed involved full time on board the U.S. S. Shields during the eruise from 
Seattle, Wash., to the Alaskan ports and return. 

The Department of the Navy would favor enactment of this bill inasmuch as 
the Government realized a benefit from the services rendered by Commander 
O’Donnell on board the U. 8. S. Shields, and as he would have been entitled to the 
pay and allowances claimed for this service had the prescribed procedure been 
followed in the issuance of the orders to him for this duty. 

lor the Secretary of the Navy. 

Sincerely vours, 
G. L. Russet, 
Rear Admiral, United States Navy, 
Judge Advocate General of the Navy 





DEPARTMENT OF JUSTICE, 
Orrick OF THE Deputy ATTORNEY GENERAL, 
Washington, June 24, 1952. 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary 


United States Senate, Washington, D. C. 
My Dear Senator: This is in response to your request for the views of the 


De a of Justice concerning the bill (S. 2989) for the relief of Commander 
John J. O’Donnell, United States Naval Reserve. 

The bill would provide for payment of the sum of $252.67 to Commander John 
J. O'Donnell, United States Naval Reserve, in full settlement of his claims against 
the United States for pay and allowances for active teaining duty actually per- 
formed by him for the period June 19 to 29, 1950, inclusive, in compliance vith 
paragraph 1 of appropriate duty orders issued June 7, 1950, by the commandant, 
Thirteenth Naval District, Seattle, Wash. 






COMMANDER JOHN J. O'DONNELL 


In compliance with your request, a report was obtained from the Departmen; 
of the Navy concerning this legislation. According to that report, which is ep. 
closed, it appears that claimant, a United States Naval Reserve officer, piloted 
the U. 8S. S. Shields on that vessel’s cruise from Seattle, Wash., to Alaska and 
return, during the period June 19 to 29, 1950, and that such pilotage service was 
authorized by appropriate duty orders issued to claimant on une 7, 1950, by the 
commandant of the Thirteenth Naval District. 

Claimant was unable to receive pay and allowances for the pilotage duty whieh 
he performed heeause the Comptroller General held that he had performed, prior 
to June 1950, the maximum period of active training duty permitted under 
applicable naval regulations during the fiscal year 1950, and that authority had 
never been granted him by the Chief of Naval Personnel as was required by para- 
graph 6, Tables of Organization for the Naval Reserve, fiscal 1950, to perform 
active training duty with pay in excess of the training duty periods otherwise 
authorized in the regulations. The Comptroller General further held that con- 
sequently the orders of June 7, 1950, did not change claimant’s status as a member 
of the Naval Reserve from an inactive duty status to that of active training 
duty status, and that accordingly, there was no authority of law to allow him 
active training duty pay and allowances for the period in question. 

The report states that although claimant performed the duty in question 
under an appropriate duty assignment, the duties which he actually performed 
involved full time on board the vessel during the cruise from Seattle, Wash., to 
Alaska and return. The Department of the Navy states that it would favor 
enactment of this bill inasmuch as the Government realized a benefit from the 
services rendered by claimant and as he would have been entitled to the pay and 
allowances claimed for this service had the preseribed procedure been followed in 
the issuance of the orders to him for this duty. 

The Department of Justice concurs in the views of the Department of the Navy, 

The Bureau of the Budget has advised this office that there would be no objec- 
tion to the submission of this report. 

Sincerely, 
A. Devirr VANECH, 
Deputy Attorney Genera 
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AMENDING THE DISTRICT OF COLUMBIA CREDIT 
UNIONS ACT 


Marcu 4, 1953.—Ordered to be printed 


Mr. Payne, from the Committee on the District of Columbia, sub- 
mitted the following 


REPORT 


[To accompany 8. 873] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 873) to amend the District of Columbia Credit Unions 
Act, after full consideration, report favorably thereon without amend- 
ment and recommend that the bill do pass. 

The purpose of this bill primarily is to bring the District of Colum- 
bia Credit Unions Act in line with the Federal Credit Unions Act. 

The first section of the bill makes two changes of a minor nature 
in section 7 of the act approved June 23, 1932 (47 Stat. 326; title 26, 
ch. 5, D. C. Code, 1951); in one ease, paragraph 5 of section 7 of the 
act would be changed by substituting the words “credit union’’ for 
the word “company”. This would make ae law conform to 
what apparently was the original intent of the Congress at the time 
it considered what ultimately was to be enacted as the District of 
Columbia Credit Unions Act. The other change is to correct an 
obvious error in the law—paragraph 11 of the same section would be 
changed by substituting the words “payable by” for the words 

“pavable to” 

The second section of the bill amends existing law in two respects 
it eliminates the present limitation of 200 shares in the account of 
any one member, and permits a credit-union member to own shares 
jointly with any person designated by him, such joint owner, however, 
to have no vote, nor may he obtain loans or hold office, unless he 
himself is ‘‘within the field of membership and is a qualified member.” 

The third section of the bill changes existing law so that after 
a reserve fund equal to 10 percent of the members’ share ‘holdings has 
been established from the setting aside of 20 percent of the net earn- 
ings of each year, no further transfer of net earnings to such fund will 
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be required. It would also change existing law so as to no longer 
require such reserve fund to be “kept liquid and intact,” thus having 
the effect of permitting a District-chartered credit union to use such 
reserve fund for loans and other investments prescribed by the Credit 
Unions Act—a purpose also permitted, it is understood, under the 
Federal Credit Union Act. 

A similar bill, S. 2384, passed the Senate in the 82d Congress 
Hearings were held on S. 873, and the bill has the approval of the 
Board of Commissioners, the District of Columbia Credit Union 


League, Inc., and the National Association of Credit Unions. 
CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italics, existing law in which 
no change is proposed is shown in roman): 


47 Strat. 326 


Sec. 7. A credit union shall have succession in its corporate name during its 
existence and shall have power 

First. To make contracts. 

Second. To sue and be sued in its corporate name. 

Third. To adopt and use a common seal and alter the same at pleasure. 

Fourth. To purchase, hold, and dispose of property necessary to enable the 
corporation to carry on its operations. 

Fifth. To make loans to its members for provident purposes upon such terms 
and conditions as the bylaws provide and as the credit committee may approve 
at rates of interest not exceeding 1 per centum per month on unpaid balances, 
inclusive of all charges incident to the making of the loan: Provided, That no loan 
to a director, officer, or member of a committee shall exceed the amount of his 
holdings in the [company] credit union in shares nor shall any such director, 
officer, or member indorse for borrowers. A borrower may prior to maturity 
repay his loan in whole or in part on any business day. 

Sixth. To receive of its members payment on shares. 

Seventh. To invest in the paid-up shares of building and loan associations and 
of other credit unions to an extent not to exceed 25 per centum of its capital, and 
in any investment legal for savings banks or for trust funds in the District of 
Columbia. 

Eighth. To make deposits in banks and trust companies in the District of 
Columbia under the supervision of the Comptroller of the Currency. 

Ninth. To borrow in an aggregate outstanding amount not exceeding 40 per 
centum of its paid-in and unimpaired capital. 

Tenth. To fine members for failure to meet promptly their obligations to 
such corporation. 

Eleventh. To impress a lien upon the shares and dividends of any member to 
the extent of any loan made to him and any dues or fines [payable to] payable by 
him. 

Sec. 9. Credit union membership shall consist of the incorporators and such 
other persons or organizations as may be elected to membership and subscribe 
to at least one share [but not more than 200 shares by any one individual], pay 
the initial installment thereon, and the entrance fee, if any; except that credit 
union membership shall be limited to groups the members of which are actual 
residents of or do business or are employed within the District of Columbia, 
and either have a common bond of occupation, of association or reside within a 
well-defined neighborhood or community. Shares may be issued in joint tenancy 
with right of survivorship with any persons designated by the credit union member, 
but no joint tenant shall be permitted to vote, obtain loans, or hold office, unless he is 
within the field of membership and is a qualified member. 

Sec. 12. All entrance fees and fines provided by the bylaws [and, before the 
declaration of any dividend therefrom, 20 per centum of the net earnings of each 
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ir, J and 20 per centum of the net earnings of each year before the declaration of any 
lends, shall be set aside as a reserve fund against bad loans or other losses, which 
fun id [shall be kept liquid and intact and not distributed except in case of liquida- 
nj s shall not be distributed except in case oO f liquidation: Provided, however, That 
Fe the reserve fund thus established shall equal 10 per centum of the total amount of 
embers’ shareholdings, no further transfer of net earnings to such reserve fund shail 
equired except that such amounts not in excess of 10 per centum of the net earnings 
may be needed to maintain this 10 per centum ratio shall be transferred. In addi- 
tion to such regular reserve, special reserves to protect the interests of members shall be 
established when required (a) by requilction, or (b) in any special case, when found 
by the Comptrolle r of the Currency to be nece ssary for that purpose. 


_ 


HM 












LAY 


IB] AT 
UNIV. OF RAR} 


APR29 9, Calendar No. 70 


S3p Coneress ] SENATE Report 


Lst Session j | No. 75 


=F ceampenesanpadeseansniaiangeninineypniiaes he 





PROVIDING FOR A DELEGATE FROM THE DISTRICT OF 
COLUMBIA TO THE HOUSE OF REPRESENTATIVES 


Marcu 4, 1953.—Ordered to be printed 


Mr. Barrett, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany 8S. 697] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 697) to provide for a Delegate from the District of Colum- 
bia to the House of Representatives, after full consideration, report 
favorably thereon, with amendments, and recommend that the bill 
as amended do pass. 

The amendments are as follows: 

Page 2, line 19, strike the word “and”’ 

Page 2, line 20, strike the word “office.”” and in lieu thereof insert 
the following: “office, and (5) is domiciled in the District for three 
years next before the day of his taking office.” 

Page 4, line 13, strike the words “‘is a qualified elector’’ and in lieu 
thereof insert the words ‘‘can qualify as an elector”’ 

Page 4, line 19, strike the word “registered”. 

Page 6, line 12, after the word “Board,” at the end of the line, 
insert the words “as are available’’ 

Page 8, line 25, after the word “Columbia.”’ insert a new sentence 
as follows: ‘The decision of such court shall be final and not ap- 
pealable.”’ 

Page 9, line 13, strike the words “one hundred” and in lieu thereof 
insert the words “one thousand”’ 

Page 13, line 7, after the word “prescribe.” insert a new sentence 
as follows: “The decision of such court shall be final and not ap- 
pealable.”’ 

Page 13, line 10, strike the words “one year’’ and in lieu thereof 
insert the words “six months” 
26006 
















2 PROVIDE FOR A DELEGATE FROM THE DISTRICT OF COLUMBIA 


This bill would accomplish the following purposes: 

(1) Regulate the election of a Delegate from the District of Col- 
umbia to the House of Representatives, and set up the necessary 
election machinery in connection therewith. 

(2) Establish a Board of Elections of three members, to-be appointed 
by the President of the United States. 

(3) Establish the qualifications of electors: Citizen of the United 
States, 21 or more years of age, domiciled in the District continuou 
since the beginning of the l-vear period ending on the day of the m 
election or, if such period has not begun, is domiciled in the District 
has never been convicted of a felony in the United States, or if he has 
been so convicted, has been pardoned, and is not mentally incompetent 
as adjudged by a court of competent jurisdiction. Rey 

(4) Establish the qualifications of a candidate for Delegate: Is a 
qualified elector, resides in the District, is at least 25 vears old, holds 
no other public office, and is domiciled in the District of Columbia for Vet 
3 vears next before the day of his taking office. 

The Delegate shall have a seat in the House of Representatives, with 
the right of debate, but not of voting, and the term of office shall be 2 
vears beginning at noon on January 3 of each odd-numbered year 
after 1953. iro! 

The bill would exempt from the Hatch Act any qualified elector of 
the District of Columbia, in respect to taking an active part in thi 
nomination or election of a candidate for the office of Delegate fron 
the District of Columbia, in the House of Representatives. 

The bill also contains a penalty clause for violation of the provisions 
of the act. g 

Similar legislation passed the Senate in the 82d Congress. Tit 
XVII of S. a 6, the home-rule bill, provided for a Delegate from th 
District of Columbia in the House of Representatives. Hearings 


) 


were held on this bill, and S. 1976 passed the Senate on January 22, 











SEC 
1952. 
A hearing was held February 27, 1953, on S. 697 by the Judiciary | 
Subcommittee of the Senate District of Columbia Committee, con- 
sisting of Senator Barrett, chairman, and Senators Case and Neel SEC 
Of the 30 witnesses appearing to testify on this bill, there was an \ 
overwhelming majority in favor of it. a 
The bill was favorably reported by a unanimous vote of the Senat = 
Committee on the District of Columbia. Pr 
CHANGES IN EXISTING LAW 
SEC 
In compliance with subsection (4) of rule XXTX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, a1 a 


shown as follows (existing law proposed to be omitted is enclosed 
black brackets, new matter is printed in italics, existing law in which 
no change is proposed is shown in roman): 
Tirte VI—Lxeistative ReorGanization Act or 1946, as AMENDED 
Src. 601. (a) Effective on the day on which the Eightieth Congress convenes 


the compensation of Senators, Representatives in Congress, Delegates [fron 


Territories], and the Resident Commissioner from Puerto Rico shall be at the | 
rate of $12,500 per annum each; and the compensation of the Speaker of i 
House of Representatives shall be at the rate of $30,000 per annum each. ‘ 
(b) Effective on the day on which the Eightieth Congress convenes there shall | 
be paid to each Senator, Representative in Congress, Delegate [from the Ter ‘ 
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], Resident Commissioner from Puerto Rico, an expense allowance of $2,500 
ist in defraying expenses relating to, or resulting from, the dis- 

of his official duties, for which no tax liability shall incur, or accounting 
ade; such sum to be paid in equal monthly installments 





annum to @ass 





(5 U.S. C., sec. 693-1; 60 Stat. 850) 
« + * o - * * 

Sec. 602. (a) Section 3 (a) of the Civil Service Retirement Act of Mav 29, 
0, as amended, is amended by inserting after the words “elective officers’? the 
cs “in the executive branch of the Government”’ 

Such Act, as amended, is further amended by adding after section 3 the 
wing new section: 
Src. 3A. Notwithstanding any other provision of this Act 
| x * * 
10) As used in this section, the term ‘Member of Congress’ means a Senator, 
Representative in Congress, Delegate [frcm a Territory], or the Resident Com- 
ssioner from Puerto Rico; and the term ‘service as a Member of Congress’ shall 
ide the period from the date of the beginning of the term for which a Member 
f Congress is elected or appointed to the date on which he takes office as such 
Member.” 
(2 U.S. C., sec. 241; 38 Stat. 458 


HOUSE OF REPRESENTATIVES 


ror compensation of Members of the House of Representatives, Delegates 
om Territories, the Resident Commissioner from Porto Rico, and the Resident 
Commissioners from the Philippine Islands, $3,304,500 
The salaries of Representatives in Congress, Delegates [from Territories], 
Resident Commissioners, elected for unexpired terms, shall commence on 
e date of their election and not befor 


* * os * * * - 
(2 U.S. C., sec. 241; 43 Stat. 1070 
Ssc. 302. * * * 
i) The term “State”? includes Territory and possession of the United States 
nd the District of Columbia. 
(18 U.S. C., see 591; 62 Stat. 719) 
SEC. 591. DEFINITIONS 
* * a © * ¥ * 
The term ‘State’? includes Territory and possession of the United States and 
District of Columbia. 
SEC, 594. INTIMIDATION OF VOTERS 
Whoever intimicates, threatens, coerces, or attempts to intimidate, threaten, 
r coerce, any other person for the purpose of interfering with the right of suc 
er person to vote or to vote as he may choose, or of causing such other person 
vote for, or not to vote fer, any candidate for the office of President, Vice 
President, Presidential elector, Member of the Senate, or Member of the House 
f Representatives, Delegates or Commissioners from the Territories and pos- 
sissions, or the District of Columbia. 


SEC, 595. INTERFERENCE BY ADMINISTRATIVE EMPLOYEES OF FEDERAL, STATE, OR 
TERRITORIAL GOVERN MENTS. 
\hoever, being a person employed in any adinini 
es, or by any department or agency thereof, or by the District of Columbia 
rany agency or instrumentality thereof, or by any State, Territory, or possession 
United States, or any political subdivision, municipality, or agency thereof, 
agency of such political subdivision or municipality (including any corporation 





rative position by the United 





wned or controlled by any State, Territory, or possession of the United States or 
any such political subdivision municipality, or agency), in connection with 
activity which is financed in whole or in part by loans or grants made by the 

d States, or any department or agency thereof, uses his official authority 

e purpose of interfering with, or affecting, the nomination or the election of 
‘andidate for the office of President, Vice President, Presidential elector, 

ber of the Senate, Member of the House of Representatives, or Delegate or 
‘esident Commissioner from any Territory or possession, or the Disirict of 
( ma, shall be fined not more than $1,000 or in prisoned not more than 


vear, or both. 
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(5 U. 8. C., see. 118i; 53 Stat. 1148, 60 Stat. 937) 


Sec. 9. (a) It shall be unlawful for any person employed in the executive branch 
of the Federal Government, or any agency or department thereof, to use his 
official authority or influence for the purpose of interfering with an election op 
affecting the result thereof. No officer or employee in the executive branch of the 
Federal Government, or any agency or department thereof, except a part-time 
officer or part-time employee without compensation or with nominal compensg. 
tion serving in connection with the existing World War II effort, other than jp 
any capacity relating to the procurement or manufacture of war material shall 
take any active part in political management or in political campaigns. All such 
persons shall retain the right to vote as they may choose and to express thei 
opinions on all political subjects and candidates. For the purposes of this section 
the term “officer” or ‘‘employee”’ shall not be construed to include (1) the Pregj. 
dent and Vice President of the United States; (2) persons whose compensation jg 
paid from the appropriation for the office of the President; (3) heads and assistant 
heads of executive departments; (4) officers who are appointed by the President, 
by and with the advice and consent of the Senate, and who determine policies to 
be pursued by the United States and its relations with foreign powers or in the 
Nation-wide administration of Federal laws. The provisions of the second sentence 
of this subsection shall not apply (1) to the employees of The Alaska Railroad, 
residing in municipalities on the line of the railroad, in respect to activities involy. 
ing the municipality in which they reside, or (2) to any qualified elector of the Dis. 
trict of Columbic, in respect to taking an active part in the nomination or election of a 
candidate for the office of Delegate from the District of Columbia in the House of 
Representatives. 
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AMENDING THE DEPENDENTS ASSISTANCE ACT OF 1950 
TO CONTINUE IN EFFECT CERTAIN OF THE PROVISIONS 
THEREOF 


t ee 


Marcu 4, 1953.—Ordered to be printed 


Mr. Satronsta.., from the Committee on Armed Forces, submitted 
the following 


REPORT 


[To accompany 8. 1188] 


The Committee on Armed Services, having had under considera- 
tion the subject of extending the termination date of the Dependents 
Assistance Act of 1950, report the bill (S. 1188) to amend the De- 
pendents Assistance Act of 1950 to continue in effect certain of the 
provisions thereof, and recommend that it do pass. 


PURPOSE OF THE BILL 


The bill proposes to extend until July 1, 1955, the provisions of 
the Dependents Assistance Act of 1950, which statute would other- 
wise expire on April 30, 1953. The proposed termination date co- 
incides with the expiration of the authority to induct persons into 
the Armed Forces pursuant to section 17 (c) of the Universal Military 
Training and Service Act. 


EXPLANATION OF THE BILL 


Origin of Dependents Assistance Act of 1950 

This enactment grew out of the urgent necessity for providing 
allowances for families of enlisted personnel ordered into the military 
service following the outbreak of the hostilities in Korea. The need 
for such allowances was particularly acute in the case of reservists 
and persons inducted through selective service who had dependents. 


Libba Gece ne? % 


Operations under existing law 
At the present time 1,120,530 enlisted persons are receiving allot- 
ments under the provisions of the Dependents Assistance Act. 
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Under that law enlisted personnel with dependents can provide 
allowances for such dependents through the allotment provided for as 
indicated above. Such allotment is referred to as a class Q allotment 
Depending upon the number of dependents involved the Government 
adds to such allotment the followmg sums: $51.30 for 1 dependent 
$77.10 for 2 dependents; $96.90 for 3 dependents. As a result of this 
procedure a married private would receive $91.30 in case there are no 
children; $117.10 if there is 1 child; $136.90 if there are 2 children 
A comparable plan is followed with respeet to the higher enlisted 
grades, but the amount to be alloted by the serviceman is greater 

The allowances provided under the original enactment were jp- 
creased by approximately 14 percent by the Pay Raise Act of May 
1952, although the amount required to be contributed by the enlisted 
member was not changed. , 
lrgency of the bill 

The urgency of the bill arises from the fact that the present law will 
expire on April 30, 1953, unless the proposal recommended herein js 
enacted. Should the law expire and no substitute be provided, a 
serious hardship would be imposed upon several hundred thousand 
enlisted men and their families. 


BUDGET INFORMATION; DEPARTMENTAL RECOMMENDATION 


The total contribution on the part of the Government under the 
Dependents Assistance Act of 1950 during the period August 1, 1950, 
to include April 30, 1953, amounts to $1,880,829,000. The estimated 
cost for the remainder of the present fiscal yvear—that is, for the 
months of Mav and June—is estimated at $86,212,000, which funds 
will be provided by transfer of existing appropriations. Accordingly, 
no new cost to the Government is contemplated at this time for the 
remainder of the current fiscal vear. 

The estimated cost for the fiscal vear 1954 insofar as the Govern- 
ment’s contribution is concerned will approximate $538,537,000. A 
letter from the Department of Defense recommending the enactment 
of the pending bill is attached hereto and made part of this report 

OFFICE OF THE SECRETARY OF DEFENSE, 
Washington, D. C., January 16, 19538 
Hon. JosepH W. Martin, JR., 
Speaker of the House of Representatives. 

Dear Mr. Speaker: There is forwarded herewith a draft of legislation to 
amend the Dependents Assistance Act of 1950, to continue in effect certain of the 
provisions thereof. 

This proposal is a part of the Department of Defense legislative program for 
1953. The Department of Defense recommends that it be enacted by the Con- 
gress. The Bureau of the Budget advises that there is no objection to the presen- 
tation of this proposal for the consideration of the Congress. 


PURPOSE OF THE LEGISLATION 


The proposed legislation would extend until July 1, 1955, the provisions of the 
Dependents Assistance Act of 1950 (Public Law 771, 81st Cong.), which would 
otherwise expire on April 30, 1953. That extension would establish a terminal 
date for that act which would coincide with the terminal date of the present 
authority to induct men into the Armed Forces under the Universal Military 
Training and Service Act, as amended, and thereby permit concurrent considera- 
tion of the need for further extensions of those complementary statutes. 

The outbreak of hostilities in Korea necessitated calling to active duty involun- 
tarily great numbers of personnel. In most instances, the same conditions, on 4 
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lesser scale, came into being with regard to dependents of such personnel, as 
existed during World War II. In some respects the plight of the dependents 
vas even worse, because the rise in prices extended into nearly every phase of 
family life. : ; 

The Congress recognized the immediate need of dependents of servicemen and 
enacted Public Law 771, 8lst Congress, which has afforded considerable relief 
o the dependents of personnel called to active duty. However, section 16 of that 
act provides that it will terminate generally on April 30, 1953 

Because of the continuation of hostilities in Korea, service personne! are 
experiencing the same acute need for relief for dependents as prompted the 
passage of the Dependents Assistance Act of 1950. At the present time, many 
service personnel who were involuntarily called to active duty will not be released 
from active military service until after April 30, 1953, because the period of time 
for Which they were called will not expire until subsequent to that date Included 
in this category are personnel who have been inducted into the service under the 
provisions of the Universal Military Training Act. Should the benefits afforded 
by the provisions of the Dependents Assistance Act be now withdrawn, it would 

sult in a very real financial hardship to the families of these members who have 
wen required to serve in the Armed Forces during the present emergency and 
would create among service personnel a morale factor that would work to the 
distinet disadvantage of the services 


DEPARTMENT OF DEFENSE ACTION AGENCY 


The Department of the Army has been designated as the representative of the 
Department of Defense for this legislation. 
Sincerely vours, 
RoGcer Kent, General Counsel 


CHANGES IN Existine Law 


In compliance with subsection 4 of rule XXIX of the Standing Rules of the 
Senate there is printed in parallel columns the text of provisions of existing laws 
which would be repealed or amended by the various provisions of the bill. 


EXISTING LAW rHE BILI 


(Public Law 771, Slst Cong.) 


* * * * ke 

Sec. 16. This Act, except sections 10, Sec. 16. This Act, except sections 10, 

11, and 12 hereof, shall terminate on 11, and 12 hereof, shall terminate on 
April 30, 1953. July 1, 1955 
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PLACING TEMPORARY LIMITATIONS ON THE NUMBER 
OF OFFICERS SERVING ON ACTIVE DUTY IN THE 
ARMED FORCES 


Marcu 4, 1953.—Ordered to be printed 


lr. SarronstiLt, from the Committee on Armed Services, sub- 
mitted the following 


REPORT 
{To accompany H. R. 2332] 


The Committee on Armed Services, to whom was referred the bill 
H. R. 2332) to place temporary limitations on the number of officers 
serving on active duty in the Armed Forces, and for other purposes, 
having considered the same report favorably thereon without amend- 
ment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


Section 634 of the Department of Defense Appropriations Act for 
fiscal year 1953, which section is frequently referred to as the Davis 
amendment, imposed certain limitations on the distribution of officers 
by rank and grade. The purpose of the present bill is to repeal the 
so-called Davis amendment and substitute therefor in the form of 
temporary legislation revised limitations similar to those imposed by 
that amendment, but with modifications found to be necessary. 


EXPLANATION OF THE BILL 


Effect of existing lim itations on office rs of lower grade S 

It was the intention of the Davis amendment to impose strict limita- 
tions upon the numbers of officers promoted to higher ranks, such as 
flag and general officers, colonels, and captains. Mainly because of 
the fact that parts of the statistical data furnished to the author of the 
Davis amendment by the Navy Department were erroneous, the effect 
of the bill has been to impose a heavy and unexpected limitation upon 
the more junior grades while exerting little or no effect upon the 
higher ranks. As an example, unless the restrictions imposed by sec- 


oe . 
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tion 634 are not lifted before April 1, 1953, approximately 5,400 Nay 
lieutenants will face demotion on that date. 

To protect the officers of junior rank from demotion or loss of pro- 
motion which they have already earned, the bill removes the 
tations imposed on the grade of senior lieutenant in the Navy and t! 
equivalent grades jin the other services. This action will elin 
the necessity of demoting any officers now on active duty. Furt! 
more, the bill will make it possible for qualified officers of the various 
services to be promoted to the grade of senior lieutenant or capt 
which grades include a large proportion of the non-Regular officers 
veterans of World War II, recalled to active duty. 

















Use of finite numbers instead of percentage s for office r grade g 

The bill sets forth in finite numbers the totals within commis 
grades which the Armed Services may not exceed on June 30, 
The figures for the various grades as set forth in the bill represent 
conversion of the percentage limitations of the Davis amendm 
to exact numbers for each grade. There is also a slight increas: 


certain grades in order to account for additional physicians and d 
tists to be ordered to active duty. 

The number of individuals authorized for each rank (omitting 
increases for physicians and dentists) was computed by applyin 
percentages originally established in the Davis amendment. to 
estimated average man-vear strength of each service hicure 


each rank as set forth in House Report No. 77 are as follows: 





I \! 
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The advantage provided by the use of finite numbers ts that 
services have an exact numerical basis for purposes of promo 
planning. The Davis amendment provided that the percentages \ 
would be applied to the total average military personnel provided 
in this act, but the appropriation act did not provide a definition 
total average military personnel, and the meaning of this term « 


interpreted in several ways, all difficult in application. The 

therefore substitutes finite numbers allowed in each military ran 

lieu of the percentage figures found in section 634 of the appropriation S 
act. 


Increase to provide for certain officers to be recalled during the 


quar ler of fiscal 1958 


A small increase was authorized in the grades of major and lieu- 


tenant colonel, or equivalent grades, for the Army, Navy, and Ail 
Force, in order to absorb the grades of physicians, dentists, and 
veterinarians who will be ordered to active duty in the last quarter ol 
this fiscal year under the so-called Doctors Draft Act. 
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Che bill provides for the Army an increas e of 38 lieutenant colonels 
nd 72 majors; the Navy an increase of 25 ‘canada ‘rs and 96 lieu- 
tenant commanders; the Air Force an increase of 102 lieutenant 
colonels and 202 majors. The Marine Corps figures have not been 
hanged since their medical service is furnished by the Navy. 
Assignment of vacancies to lower grades 

Subsection (b) of the bill permits the assignment of the numbers 
ithorized for each grade to any lower grade or grades. In effect, 

s means that the services could distribute : one lower grades such 
vacancies as might occur in any upper grades between April 1 and 


June 30, 1953. This method protects the lower grades from being 
forced to absorb the cumulative ve that might otherwise occur 
there should be temporary vacancies in higher grades 


] i ination date 
This bill is stopgap legislation, aimed at dealing with the serious 
yblem of the impending demotion of a large number of officers, as 
llas with morale prob aoe which have been created with re spect to 
aime me ul opportuniti As indicated previously, the bill imposes, 
t for relative ly. minor revisions, the same limits on the numbers of 
offi ors of all grades above lieutenant in the Navy and captain in the 


her services as were imposed by the limitations previously contained 


1 section 634. The bill would be in effect if r the same period of time 
is the appropriation act, which expires on July 1, 1953. In the 


meantime a thorough review of the Officer Personnel Act of 1947, which 
he basic law relating to promotions and the distribution of ecommis- 
ned grades within the armed services, is necessary if the problem to 
hich this bill addresses itself is to be solved on a long-term basis. 
Such a review has already been initiated by a subcommittee of the 
House Committee on Armed Services, and on that basis this bill is, as 
ted previously, offered in the nature of a stopgap to meet an immedi- 
ite situation of real urgency. 


RECOMMENDATIONS OF DEPARTMENTS 


ice Adm. J. L. Holloway, eee = Naval Personnel, appearing 


before the committee for the » Depa nt of Defense and the Navv, 
ynely ureed the passage of t he ly ‘iL, ~ Repr sentatives of the Army, 


(ir Foree, and Marine Corps were also present before the committee 
d supported the Navy position 


CHANGES IN EXISTING LAW 


In compliance with subsection 3 of rule XXIX of the Rules of the 
Senate, there is herewith printed in parallel columns the text of pro- 
sions of existing laws which would be repealed or amended by the 
rious provisions of the bill 
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EXISTING LAW THE BILL 


Src. 634. During the last quarter of Sec. 2. Section 634 of Public Law 
the fiscal year 1953, no funds appro- 488, Eighty-second Congress, is hereby 
priated by this Act shall be used for the repealed. ‘ 
pay, compensation, or allowances of 
commissioned officer personnel in excess 
of percentages of total average military 
personnel prov ided for in this Act during 
such fiscal vear 1953 of the Army, Air 
Force, Navy, and Marine Corps, re- 
spectively, set forth in this section as 


follows: 


Air 
Force 


Ma- 


Ranks my 
ta Arm) rines 


Navy 


General of the Army or 

Fleet Admiral of the 

Navy 0003 | .0 0004! .0 
General or Admiral . 00055 . 0007. .0007. .0004 
Lieutenant General or 

Vice Admiral .00175 .0019 .0029, .0016 
Major General or Rear 

Admiral OLE 1: . 0154) . 0095 
Brigadier General or 

Rear Admiral .0192 | .022 | .0154| .013 
Colonel or Captain of 

the Navy 335 * . 359 
Lieutenant Colonel or 

Commander . 85 é 85 
Major or Lieutenant 

Commander 1.16 : 3000 
Captain or Lieutenant 

Of the Navy 
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GIVING PROPER RECOGNITION TO THE DISTINGUISHED 
SERVICE OF COL. J. CLAUDE KIMBROUGH 


Marcu 4, 1953.—Ordered to be printed 


Mr. SALTONSTALL, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany 8S. 709] 


The Committee on Armed Services, to whom was referred the 
bill (S. 709) to give proper recognition to the distinguished service 
of Col. J. Claude Kimbrough, having considered the same, report 
favorably thereon with an amendment and recommend that the 
bill, as amended, do pass. 


AMENDMENT TO THE BILL 


The bill is amended on line 10 by striking the word ‘‘military’’. 
This word is eliminated as being unnecessary. 


PURPOSE OF THE BILL 


This bill proposes to give recognition to Col. J. Claude Kim- 
brough, Medica! Corps, United States Army, for the distinguished 
professional service which he has rendered in the field of urology. 


LEGISLATIVE HISTORY OF THE BILL 


S. 709 is identical to S. 3359, which passed the Senate on June 
21, 1952. S. 3359 in turn was similar to S. 2238 as introduced in 
the Ist session of the 82d Congress and subsequently amended by 
the Committee on Armed Services in reporting a new bill. 


Habeas BORER cH. Di 


PRECEDENT FOR THE BILL 


The most recent precedent for this bill is referred to in the fol- 
lowing quotation from a letter from the Secretary of the Army to 


26007 


2 DISTINGUISHED SERVICE OF COL. J. CLAUDE KIMBROUGH 


the chairman of the Committee on Armed Services under date of 
March 5, 1952, recommending enactment of S. 2238 in its amended 
form: 


In general, the Department of Defense is opposed to the enactment of pref- 
erential legislation or legislation seeking to continue on the active list persons who 
have attained the statutory retirement age, inasmuch as such legislation tends to 
establish undesirable precedents. Colonel Kimbrough, however, is an outstanding 
urologist of international renown. 8. 2238 does not propose to retain him on the 
active list but would make possible his designation to an office which is not 
presently in existence. Such legislation appears desirable in order to make 
Colonel Kimbrough’s mature professional judgment and long experience available 
in the public service for a continued period in the future as well as to recognize 
his unquestionably distinguished service in the past. Under similar circumstances 
the Congress in 1935 authorized the similar recognition of Col. William L. Keller, 
Medical Corps. 


PROFESSIONAL QUALIFICATIONS OF COLONEL KIMBROUGH 


The outstanding professional qualifications of Colonel Kimbrough 
are indicated in the following: 

Extract from letter dated April 21, 1952, from Dr. Elmer Hess, 
president of the American Urological Association, to Hon. Lester €. 
Hunt, chairman of the subcommittee, on S. 2238: 


I am sure that any support that you and your committee may give to this bill 
would be greatly appreciated by the officers and members of the American 
Urological Association who recognize in Colonel Kimbrough one of the out- 
standing men in our profession in this country. 

I sincerely hope that your subcommittee will react favorably toward this 
legislation and support it. You will not only, in my opinion, be doing a great 
service for Army medicine but will be doing a great service for American medicine 
and, in honoring Colonel Kimbrough, you will preserve his services for the Armed 
Forces. May I plead with you to give favorable consideration to this bill? 


Extract from letter dated June 5, 1952, from Maj. Gen. George E. 
Armstrong, the Surgeon General of the Department of the Army, to 
the Senate Committee on Armed Services: 


It is true that the enactment of 5. 2238 would not provide the Secretary of the 
Army with any authority which he does not already have to keep Colonel Kim- 
brough on active duty, provided Colonel Kimbrough consents to remain on such 
duty. 

However, I should like to take this opportunity to point out that the nature of 
this bill is to express the appreciation of Congress to a soldier-doctor for services 
excellently performed. The passage of the bill would confer an additional honor 
and distinction upon Colonel Kimbrough. Also, it would allow Colonel Kim- 
brough to revert to retired status and enjoy the benefits of that status which he so 
richly deserves. 


PRESENT STATUS OF COLONEL KIMBROUGH 


Colonel Kimbrough was retired in 1948 upon attaining the statutory 
age. He was thereafter recalled to active duty and is presently serving 
as Chief of the Urological Section of the United States Army Medical 
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ENABLING THE COMMISSIONERS OF THE DISTRICT OF COLUMBIA 
TO PROVIDE FOR ADMINISTRATIVE EXPENSES OF THE OFFICE 
OF ADMINISTRATOR OF RENT CONTROL FOR THE PERIOD END- 
ING APRIL 30, 1953 


Marcu 4, 1953 Ordered to be printed 


Mr. Cass, from the Committee on the District of Columbia, 
submitted ,the following 


REPORT 
[To accompany 8. J. Res. 52] 


The Committee on the District of Columbia, to whom was referred 
the joint resolution (S. J. Res. 52) to enable the Commissioners of 
the Distriet of Columbia to provide for administrative expenses of the 
Office of Administrator of Rent Control for the period ending April 30, 
1953, after full consideration, report favorably thereon without amend- 
ment and recommend that the joint resolution do pass. 

The purpose of this joint resolution is to provide an additional 
amount of $17,000 for the necessary administrative expenses of the 
Office of Administrator of Rent Control of the District of Columbia 
for the period ending April 30, 1953, as authorized by Public Law 
430, 82d Congress, approved June 30, 1952. Public Law 430 
authorized this : appropriation, out of the general fund of the District 
of Columbia, as defined in the District of Columbia Appropriation 
Act, 1953. 

At the time a request was made last year for a continuation of 
rent control in the District of Columbia, the request was for a 1-year 
extension. When the matter came before the District of Columbia 
Subcommittee of the House Appropriations Committee, the Congress 
had not determined whether the Federal or District rent control would 
be extended beyond February 28, 1953. An appropriation act was 
passed to carry the District Office of Rent Control to February 28, 
1953. However, the ultimate extension date approved for both Federal 
and District rent control was April 30, 1953, which resulted in a 2- 
month period beyond the date for which appropriations had been 
provided. Senate Joint Resolution 52 would take care of this 2-month 
period for administrative expenses of the District of Columbia Office 
of Rent Control. 

The joint resolution was favorably re ported by a unanimous vote 
of the Senate Committee on the District of Columbia. 
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Mr. McCarruy, from the Committee on Government Operations, 
submitted the following 


REPORT 


The Committee on Government Operations submits herewith a 
chart * outlining the organization of Federal executive departments 
and agencies, with personnel assignments to each operating unit down 
to the division evel ne of January 1, 1953. Designed to reflect organi- 
zational changes made in the executive branch of the Government 
during the calendar year 1952, this report, and the accompanyin 
chart, are the 11th in a series of similar chueta and reports, first semued 
on January 1, 1947. Although originally issued on a semiannual 
basis, they are now released annually with data as of January 1 of 
each calendar year. A complete list of agencies with personnel as- 
signed thereto, and those abolished or created since January 1, 1947, 
is Included in appendix A. 

Details regarding personnel changes during the last year, and the 
6-year period since January 1, 1947, as well as organization changes 
which have occurred in the departments and agencies since January 
1, 1952, are set forth in this report. 


NOMENCLATURE AND COMPONENTS 


In accordance with a policy initiated by this committee in the 80th 
Congress (S. Rept. No. 243), a number of changes have been made 
toward the improvement of nomenclature in the various agencies. 
The committee is continuing its endeavors to improve nomenclature 
standards and uniformity, which were endorsed by the Hoover Com- 
mission, and urges all agencies to conform to this program when reor- 
ganizations are being considered. 

In the nomenclature summary shown on the chart, which reflects 
a total of 2,117 components, all field offices and overseas personnel, 
regardless of the number involved, were counted as single units. For 
example, in the Bureau of Post Office Operations of the Post Office De- 

| partment, there are included 455,993 employees in the field service ; and 


5 1For sale ot Snnerintendent of Documents, Government Printing Office, Washington 25, 
_ D.C., price 20 cents. 
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2 ORGANIZATION OF EXECUTIVE DEPARTMENTS AND AGENCIES 


in the Department of Agriculture, the Production and Marketing 
Adininistration reported 601 field offices and 3,000 county offices staffed 
by non-Federal employees. In each instance, these activities were 
included as one unit. This also applies to overseas activities of all 
agencies. Although field offices are utilized to some extent by prac- 
tically every department and agency of the Government, to attempt to 
list such icaidowes would mean unlimited detail and a chart outline 
which would be too large to serve any useful purpose. In the miscel- 
laneous and functional category are included all operating, descrip- 
tive, or functional components, as well as field and overseas activities 
which do not conform to the accepted nomenclature designations in- 
cluded in this summary. 

The total of 2,117 operating components to which personnel assign 
ments were made on January 1, 1953, consisting of the Executive 
Oftice of the President, 12 executive departments, and 44 independent 
agencies, reflect an increase of 62 over the 2,055 reported on January 
1, 1952. Of these, 5 were added to the Executive Office of the Presi- 
dent, 20 in the executive departments, and 37 in the independent 
agencies. 

In the first chart released by the committee on January 1, 1947, 
operating components totaling 2,369 units were reported, or 252 more 
than on January 1, 1953. Many of these, however, included compo- 
nents which were not carried on subsequent charts and have not been 
incorporated in the present figure, since they did not conform to the 
general policy of the committee of reporting only major operating 
units down to the equivalent of the division level. In the present 
chart, some departments, such as the Bureau of Internal Revenue in 
the Department of the Treasury, failed to include detailed informa. 
tion requested. The Department of the Air Force also omitted the 
organization structure of the Military Air Transport Service. These, 
and other omissions of a similar kind, prevent accurate comparisons 
as to the number and variation of operating units. 


TOTAL EMPLOYEES 


During the past calendar year, there has been an increase of 79,699 
employees in the executive branch, which now brings the total to 
2,564,111, exceeding by 301,486 the highest previous postwar total 
of 2,262,625 reported on January 1, 1947. These figures include all 
WAE (when actually employed) and part-time employees in a pay 
status as of January 1, 1953—191,094 in the executive departments 
and 27,631 in the independent agencies—totaling 218,725. Included 
for the first time are 7,898 foreign nationals currently employed by 
the Department of State in Germany and Austria and paid from 
occupational costs borne by the German Government and is coun- 
terpart funds derived from Mutual Security Agency appropriations. 
Also included for the first time are 14,119 Ryukyuans employed by 
the Army and paid at rates calculated to maintain the economic sta- 
bility of the country. Reports on these employees were not previous- 
ly submitted. 

Employees serving without compensation (w. 0. c.) are shown par- 
enthetically on the chart opposite the totals for each department or 
agency, and are not Sisk in the totals. There were 14,258 w. o. c.’s 
reported on January 1, 1947, 53,369 on January 1, 1952, and 58,759 
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on January 1, 1953. Excluded also are 41,866 uncompensated em- 
ployees of the Selective Service System serving as local board mem- 
bers, advisers to registrants, etc. ; 5,362 seamen employed by the Mari- 
time Administration, Department of Commerce; military personnel 
performing civilian functions in the Office of the Special Representa- 
tive in Europe of the Mutual Security Agency; and employees of 
the Central Intelligence Agency, which information is classified for 
security reasons. 

The executive departments reported a total of 2,208,296 employees, 
an increase of 54,138 during the last calendar year, and an overall 
increase of 418,030 in the 6-year period from 1947 to 1953. Of the 
increases during 1952, a total of 67,360 was in the Department of 
Defense, which also reflects an overall increase of 337,809 employ- 
ees since January 1, 1947. The next largest increase was in the Post 
Office Department, with 13,608 additional employees being added dur- 
ing the past calendar year, bringing the overall increase during the 
6-year period to 66,229. The Department of State also showed a con- 
tinued upward swing in employment, reflecting an increase of 9,691 
during the last calendar year, and a total increase of 17,151 over the 
6-year period, which did not previously report 7,898 foreign nationals 
employed in Germany and Austria and paid from occupational or 
MSA counterpart funds. 

Although the Department of Commerce reported a decrease of 
4,857 employees during the past calendar year, it still reflected an 
overall total increase during the 6-year period of 13,490 due, in part, 
to the transfer of the Maritime Administration to the Department 
and to the creation of the National Production Authority, which now 
have totals of 3,825 and 2,922 employees, respectively. The Treas- 
ury Department reported a decrease of 1,608 employees during the 
past calendar year, and an overall decrease during the 6-year period 
of 14,646. Although the Department of Agriculture increased its 
personnel by 1,244 during the past calendar year, the figures show 
that there has been an overall reduction of 12,919 in that Department 
during the past 6 years. The Department of the Interior, with an 
increase of 812 during the past year, has an overall employment rise 
of 6,083 since 1947. Neither of these latter figures reflect large season- 
al employment of temporary personnel which occurs in the summer 
months. The Department of Justice, although decreasing its person- 
nel by 827 in 1952, shows an overall increase of 6,199 during the 6-year 
period, largely due to expansion of the Federal Bureau of Investiga- 
tion field service in 1950 and 1951. The Department of Labor reflects 
a decrease in personnel of 1,285 during the past calendar year, and 
1,396 for the entire period reported. 

In the independent agencies a decrease of 4,344 employees was 
reported during the past calendar year, which resulted in an overall 
decrease of 116,674 during the period from January 1, 1947, to Janu- 
ary 1, 1953. The largest decrease was in the Veterans’ Administra- 
tion, which reported 50,830 less employees in 1952 than in 1947, of 
which 2,251 occurred in the last calendar year. The Panama Canal 
Company and the Reconstruction Finance Corporation reported de- 
creases of 8,485 and 7,258, respectively, since January 1, 1947. The 
largest decrease during the past calendar year was 6,543 in the Eco- 
nomie Stabilization Agency, which is being liquidated. The net de- 
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creases or increases reported do not take into account the creation of 
new agencies or the transfer of independent agencies, or components 
thereof, to and from executive departments. Examples are the trans- 
fer of the United States Maritime Commission to the Department of 
Commerce, which reported 12,488 employees in 1947, and the transfer 
of the Bureau of Federal Supply from Treasury to GSA, involving 
3,469 employees. 

During the 6-year period there were 6 permanent agencies which 
reported increases of more than 500 employees. The Tennessee Val- 
ley Authority increased its employees by 7,495, the Federal Security 
Agency by 4,715, the Civil Service Commission by 1,761, the National 
Advisory Committee for Aeronautics by 1,598, the National Labor 
Relations Board by 685, and the Selective Service System by 506. 

OVERSEAS EMPLOYEES 

A new feature has been added to the present chart in order to 
reflect the total number of employees assigned to overseas activities, 
Each agency was requested to supply the committee with detailed 
information regarding the number of employees who were engaged 
in carrying on Federal activities in foreign countries, with an addi- 
tional breakdown as to the number of American citizens as well as 


the number of local employees. These figures apply only to civilian’ 


personnel, and in some instances do not include military personnel 
assigned to the respective agencies to perform civilian duties. 

A recapitulation of the reports submitted to the committee shows 
that there are a total of 205,210 employees of the executive branch 
of the Government engaged in overseas activities, of which 181,035 
were employed by the Federal departments—138,318 civilian em- 
ployees in the Department of Defense; 28,944 in the Foreign Service of 
the Department of State; 3,307 in the Department of Commerce ; 2,280 
in the Post Office Department; and 1,367 in the Department of Agri- 
culture. Agencies employing substantial numbers of persons in over- 
seas areas include the Panama Canal Company with 18,394, the Mutual 
Security Agency with 4,200, the Federal Security Agency with 577, and 
the American Battle Monuments Commission with 438. A complete 
list of all overseas assignments is included in the totals summary 
printed on the chart. 

Of the 205,210 overseas employees reported by all departments 
and agencies, 89,112 are American citizens, and 116,098 are nationals 
of other countries. Of the total of 181,035 reported by the depart- 
ments, 82,336 were American citizens, and 98,699 foreign nationals; 
the agencies reported a total of 24,175, of which 6,776 were American 
citizens, and 17,399 nationals of other countries. Where both types 
of employees are involved, the number of American citizens and 
foreign nationals employed by each agency is indicated by footnotes 
or in the chart breakdown. 


EMPLOYEE INCREASES OR DECREASES IN EXECUTIVE DEPARTMENTS 


The chart shows a net increase of 84,138 employees in the executive 
departments during the last calendar year, and an overall total of 
418,030 during the 6-year period beginning January 1, 1947. The 
largest increase occurred in the Department of Defense, which re- 
ported 67,360 new employees since January 1, 1952, and 337,809 during 
the 6-year period. The next highest increase was in the Post Office 
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Department, with an increase of 13,608 in 1952, and 66,229 since Janu- 
ary 1, 1947. Other departments showing increases during 1952 were 
the Departments of Agriculture and Interior, with 1,244 and 812, re- 
spectively. Overall increases for the 6-year period were 13,490 in 
the Department of Commerce, 6,199 in the Department of Justice, 
and 6,083 in the Department of the Interior. 

The following decreases were reported during 1952: In the Depart- 
ment of Commerce, 4,857; the Department of the Treasury, 1,608; 
the Department of Labor, 1,285; and the Department of Justice, 827. 
The Departments of the Treasury, Agriculture, and Labor reported 
reductions in personnel totaling a net of 14,646, 12,919, and 1,396, 
respectively, during the 6-year period beginning January 1, 1947, 
and ending January 1, 1953. 

The total reported on January 1, 1953, included 191,094 part-time 
and WAE employees, assigned as follows: 167,963 in the Post Office 
Department; 11,820 in Agriculture; 5,119 in Commerce; 2,801 in 
Defense; 1,723 in Interior; 762 in Treasury; 462 in State; 213 in 
Labor; and 197 in Justice. 

Detailed information relative to the primary causes for increases 
or decreases in each department and agency follows: 

Executive Office of the President—Al\though 123 employees as- 
signed to the Office of the Director of Mutual Security were included 
in the Executive Office of the President for the first time, the Execu- 
tive Office reports an overall decrease of 95 employees during the past 
year. The Bureau of the Budget reported a reduction of 31, the 
National Security Resources Board, 88, and the Office of Defense 
Mobilization, 91. The report on the Mutual Security Agency omits 
the employees assigned to the Office of the Director of Mutual Secu- 
rity, which are under the direct supervision of the President. The 
total of 1,157 reported includes 34 part-time and WAE employees 

Department of State-—During the l-year period since submission 
of the last report, overall personnel strength of the Department in- 
creased by 9,691; and by 17,181 since January 1, 1947. The Depart- 
ment reports that the personnel figures shown agree with the totals 
reported to the Civil Service Commission on standard form 113 for 
the same date. In addition, 7,898 foreign nationals who are cur- 
rently employed in Germany and Austria and not considered to come 
within these categories of personnel were included in the depart- 
mental totals for the first time. These employees are paid from occu- 
pational costs borne by the German Government and from counter- 
part funds derived from Mutual Security Agency appropriations. 
The total of 39,885 reported includes 462 part-time and w. a. e. 
employees. 

A part of the 1952 increase is attributable to the buildup of the 
overseas staff of the Technical Cooperation Administration (includ- 
ing the Institute of Inter-American Affairs) to carry out the expanded 
program of technical assistance under the provisions of the Mutual 
Security Acts of 1951 and 1952, and increases in the overseas activ- 
ities of the International Information Administration in the conduct 
of the Campaign of Truth. 

The figure for “International Organizations and Other” has been 
adjusted by the omission of certain personnel formerly included as 
“Other.” ‘These are the overseas employees of the Institute of Inter- 
American Affairs and certain categories of personnel of the Foreign 
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Service who are in the United States on home leave prior to reassign- 
ment, in public or private institutions for training purposes, and other 
‘ategories of domestic assignment. ‘These employees are more prop- 
erly for inclusion in the total for the Foreign Service and have been 
so Included. 

Department of Defense-—The Department of Defense reports an 
increase of 67,360 civilian employees during 1952, of which 101 were 
in the Office of the Secretary of Defense, 21,416 in the Department of 
the Army, 11,773 in the Department of the Navy, and 34,070 in the 
Department of the Air Force. During the 6-year period, reflected in 
the summary contained in the tabulation in appendix A of this report, 
there has been a net increase of 337,809 civilian employees in the con- 
solidated Department of Defense. It is difficult to determine exactly 
how these increases are allocated. Public Law 216, 81st Congress (the 
National Security Act Amendments of 1949), created a Department 
of the Air Force which now reports a total of 315,122 employees, 
while the Department of the Army, from which the Air Force was 
transferred, reported a decrease of 76,895 since 1947. The Depart- 
ment of the Navy, meanwhile, has increased by a total of 97,324. 

The Department of the Army reported that total employment fig- 
ures included in its report incorporated a preliminary figure of 58,900 
employees engaged on foreign-aid programs (including Mutual De- 
fense Assistance) and civil functions, and that the overall increase 
in employment since January of 1952 is due primarily to expanding 
activities and workloads necessary for the accomplishments of na- 
tional-defense goals. Included also are 14,119 Ryukyuans paid at 
rates calculated to maintain the economic stability of the country. 

The Department of the Navy indicated that the increases in its 
personnel have resulted from planning necessitated by the continuing 
national emergency and the attendant defense programs, which repre- 
sent an increase of 11,773 persons and include departmental, conti- 
nental United States, field, Territories, possessions, and foreign 
countries. 

Overall increases of 34,070 employees were reported by the Depart- 
ment of the Air Force, during the past year, with only Headquarters 
Command and Air Proving Ground reflecting lower strengths. The 
United States Air Forces, Europe, and Military Air Transport Serv- 
ice exhibited the largest percentage increases. 

The totals of 1,344,287 employees in the Department of Defense, 
include 2,258 in the Office of the Secretary of Defense, 552,299 in the 
Department of the Army, 474,608 in the Department of the Navy, 
and 315,122 in the Department of the Air Force. Of these, 93, 1,398, 
582, and 728, respectively, were listed as part-time or w. a. e. em- 
ployees, and 138,318 were assigned to overseas posts, including 60,274 
American citizens and 78,044 foreign nationals. 

Post Office Department.—The Post Office Department reported con- 
tinued increases in personnel, with 13,608 new employees added dur- 
ing the past year. The Department had an overall increase since 
1947 of 66,229 employees. Of the total of 525,217 employees reported 
on January 1, 1953, 167,963 were employed on a part-time basis, and 
2,280 in overseas areas. 

Department of Labor—The Department reported a total decrease 
of 1,285 employees during the past year, approximately one-third of 
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which occurred in the Bureau of Labor Statistics and two-thirds in 
the Wage and Hour and Public Contracts Divisions. The total of 
6.353 reported included 213 part-time and w. a. e., and 105 overseas 
employees. 

The reductions were mainly due to the completion by the Bureau 
of Labor Statistics of the 3-year revision of the Consumers’ Price 
Index, for which special appropriations were authorized by Congress 
for the fiscal years 1950, 1951, and 1952, and the virtual liquidation of 
the functions performed by the Bureau of Labor Statistics and Wage 
and Hour and Public Contracts Divisions for the Wage Stabilization 
Board, under the Defense Production Act of 1950, as amended. The 
Department reported that revised Consumers’ Price Index figures 
will be i for the first time in February 1953. 

Department of Commerce.—The total of 51,090 reported by the 
Department on January 1, 1953, included 5,119 part-time and 3,307 
overseas employees, but excluded 5,362 seamen in the Maritime Ad- 
ministration. This was a decrease of 4,857 employees since the last 
report, and a net increase during the 6-year period of 13,490. The 
largest reduction in the number of employees in 1952 occurred in the 
National Production Authority, which dropped from 4,698 to 2,922 
during the past year. The Department reports that, as a result of 
the control program of the past 2 years, a more favorable balance 
of supply and requirements has been achieved. Consequently, cer- 
tain controls have been completely eliminated, and others relaxed or 
modified, with a corresponding reduction in the number of employees 
in the National Production Authority required to administer these 
controls. The reduction of controls by the National Production Au- 
thority has also resulted in diminished field activity in connection 
therewith. This has brought about the closing of 50 field service 
offices and reductions in personnel in the 49 remaining field offices 
(shown on the chart under the Office of the Secretary). A decrease 
of 1,557 employees in the Bureau of the Census occurred again in 
1952 with the completion of major processing work for the Seven- 
teenth Decennial Census. Although not included in the report, there 
has been a large reduction in the number of seamen employed by the 
Maritime Administration during the past year, from 16,851 to 5,362, 
a decrease of 11,489. 

Included in the Office of the Secretary are personnel assigned to the 
Office of the General Counsel, Office of Public Information, Office of 
Security Council, and Business Advisory Council. In the Office of 
the Under Secretary are included personnel assigned to the Office of 
Transportation, and Defense Air Transportation Administration. The 
| figures for the Office of the Assistant Secretary for Domestic Affairs 
included personnel of the Industry Evaluation Board, Office of Busi- 
ness Economics, Office of Distribution, Office of Industry and Com- 
merce, and Office of Technical Services. Included in the Office of the 
Assistant Secretary for International Affairs are personnel assigned to 
tlie Appeals Board, Advisory Committee on Export Policy, and Office 

of International Trade. The Office of the Assistant Secretary for 

Administration included the personnel assigned to the Office of the 

| \dviser on Negro Affairs, Office of Budget and Management, Office of 

Facilities Operations and Management, Office of Field Service, Office 
8. Rept. 80, 883-1——2 
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of Personnel Management, Office of Program Planning, and Office of 
Publications Management. The Air Coordinating Committee, Inter- 
department Radio Advisory Committee, and Government Patents 
Board are attached to the Department of Commerce for administrative 
services only. 

Department of the Interior—This Department reports a net in- 
crease of 812 employees during the last year which, added to similar 
increases in the past 6 years, aggregates a total increase of 6,083 em- 
ployees for the overall period since 1947. The total of 55,778 re- 
ported included 1,723 part-time and w. a. e., and 6,156 overseas em- 
ployees. The Department reported decreases in personnel in two water 
and power agencies. The Bureau of Reclamation decreased from 13,- 
872 to 13,567 and the Southwestern Power Administration decreased 
from 296 to 272. This is explained by completion of some construction 
projects. 

The Department also reported that its Territorial activities resulted 
in a decrease in personnel from 4,976 to 4,042. Of this decrease, 428 
are accounted for by the late sugar season in the Virgin Islands, result- 
ing in delay by the Virgin Islands Corporation in hiring employees 
for its sugar refining operations. There was a decrease of 362 in em- 
ployment on the Alaska Railroad due to curtailment of construction 
and to benefits realized from the physical rehabilitation of the Rail- 
road; 169 employees of the Puerto Rican Reconstruction Administra- 
tion were released in line with its liquidation program; and 36 em- 
ployees of the Virgin Islands government were transferred to the 
municipal payroll. 

Increases were reported by the Department in the following activi- 
ties: The Bureau of Mines from 4,781 to 5,179 and the Geological 
Survey from 6,831 to 7,620. This resulted from increased emphasis 
on mineral resources in the interest of national security. Also, much 
of this increase was financed by transfers of funds from defense agen- 
cies. For instance, the Atomic Energy Commission transferred sev- 
eral million dollars to the two bureaus for exploration and develop- 
ment of fissionable ores. Further, the military agencies expanded their 
requirements for topographic maps of strategic areas in continental 
United States and the Territories. 

The Bureau of Land Management increased its personnel from 1,221 
to 1,439, the increase of 218 being explained by increased appropria- 
tions for such programs as the salvage of windblown timber in the 
Pacific Northwest, the new control program for the poisonous haloge- 
ton weed, and small increases in other programs. 

The employees of the Fish and Wildlife Service were increased from 
8,046 to 3,265 because of small increases in funds for a variety of 
programs. 

The National Park Service showed an increase from 3,048 to 3,286, 
largely because of the filling of vacant positions left unfilled during 
the period of departmental reduction in accordance with budgetary 
limitations. Twenty positions of the permanent departmental force 
in Washington, and 103 permanent and 116 seasonal maintenance posi- 
tions in the field were filled during calendar year 1952. 

Department of Justice—A decrease of 827 employees was reported 
by the Department of Justice during 1952, and an overall increase 
of 6,199 during the 6-year period. This increase was due largely to 
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the expansion of the FBI field service in 1950 and 1951 which reflected 
a total of 5,566 more employees than was reported in 1947. The Im- 
migration and Naturalization Service also reported an increase of 
675 during that period, with other components reporting slight off- 
setting decreases, Of the 30,479 total employees reported on January 
1, 1953, 197 were listed as on a part-time or w. a. e. status, and 121 
were assigned to overseas duty. 

Department of Agriculture——Total paid employment -in the De- 
partment increased from 66,162 as of January 1, 1952, to 67,406 as of 
January 1, 1953. Of the latter, 11,820 were reported as being on a 
part-time and intermittent basis, and 1,367 on overseas assignments. 
This is an increase of 1,244 employees for the past calendar year, and 
an overall decrease of 12,919 employees during the 6-year period. 
This is reflected in the reductions from 18,533 to 11,695 in the Farm- 
ers’ Home Administration, and from 16,187 to 11,794 in the Produe- 
tion and Marketing Administration. As in previous years, seasonal 
employment varied during the course of the year, with the greatest 
number being employed during the summer months principally in 
the field activities of the Forest Service, Soil Conservation Service, 
and the Bureau of Entomology and Plant Quarantine, which varia- 
tions are not reflected in the figures as of January 1. 

Department of the Treasury.—The Department reported a decrease 
of 1,608 employees during the past year. The total figures of 87,801, 
including 762 w. a. e. and part-time and 437 overseas employees, show 
an overall decrease during the 6-year period of 14,646 employees. The 
Bureau of Accounts reported a reduction of 1,145; the Bureau of the 
Public Debt, 5,515; Office of the Treasurer, 639; Bureau of Customs, 
505; the Bureau of Internal Revenue, 3.226; Bureau of the Mint, 
1,638; Bureau of Engraving and Printing, 295. Other components 
generally reflected slight decreases, except for the United States 
Coast Guard, which showed an increase of 1.283. The Bureau of 
Federal Supply, which was included in the Treasury Department 
totals for 1947, has since been transferred to the General Services Ad- 
ministration. This involved a total of 3,469 employees reported in 
1947, 

The Bureau of Accounts reduced its personnel during 1952 by 270, 
the Bureau of the Public Debt by 249, and the Bureau of Internal 
Revenue by 1,276. The factor of seasonal fluctuations in personnel 
requirements is present in the case of the Division of Disbursement. 
The 2,626 employees on the payroll as of January 1, 1953, were re- 
— as not representative of the requirement of this Division. 

uring the period January through June 1953 the Division will 
process checks for two special programs, namely, income-tax refunds 
and agricultural benefits. To handle this work in the current year 
the — total will be increased to a peak of approximately 3,460 
emp a The average number for fiscal year 1953 will amount 
to 2,878. 


EMPLOYEEE INCREASES OR DECREASES IN INDEPENDENT AGENCIES 


_There was a total decrease of 4,344 employees in independent agen- 
cles during the past year. The largest single reduction was reflected 
in the Economic Stabilization Agency, which reported 6,343 fewer em- 
ployees on January 1, 1953, than for the corresponding period in the 
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previous year. The Veterans’ Administration reported a reduction of 
2,251 during the past year. Other r agencies listing fewer employees 
during this period were the Reconstruction Finance C ove atien, with 
a decrease of 446; the Federal Security Agency, 430; the National Ad- 
were Committee for Aeronautics, 273; the Selective Service System, 

9; Securities and Exchange Commission, 111; and the Federal Trade 
ts og 108. A number of other agencies reported reductions 
of less than 100 in the aggregate. 

Increases were reported by a number of agencies. The Civil Serv- 
ice Commission, with an increase of 1,148 employees, led this group. 
Others reporting increases included the Mutual Security Agency, 
1,033; the Atomic Energy Commission, 966; General Services Ad 
ministration, 787; Renegotiation Board, 632; Tennessee Valley Au- 
thority, 333; Small Defense Plants Administration, 329; the National 
Labor Relations Board, 294; National Science F oundation, 209: 
Housing and Home Finance Agency, 186; the Interstate Commerce 
Commission, 150; and the De fense “Materials Procurement Agency, 
105. Other agencies reported increases of less than 100. 

The total of 354,658 employees eee by the independent agencies 
included 27,631 part-time and w. a. e. employees in a pay status as of 
January 1, 1953, and 24,175 overseas personnel. 

Agencies reflecting substantial increases or decreases in the number 
of personnel reported during the past year submitted specific reasons 
for these changes, as follows: 

Civil Service Commission—The Commission reports that the in 
crease of 1,148 in personnel in 1952 was necessary to meet the addi- 
tional workload caused by the transfer to the Commission of the re- 
sponsibility for conducting certain of the security background investi- 
gations of applicants for employment with the Atomic Energy Com- 
mission and other agencies. These security background investigations 
were previously performed by the Federal Bureau of Investigation 
and were transferred to the Commission by Public Law 298, 82d 
Congress, approved April 5, 1952. An appropriation establishing a 
revolving fund of $4,000, 000 to finance the aforementioned investi- 
gative work was provided by the Congress in Public Law 375, 82d 
Congress, approved June 5, 1952 

The total of 5.201 employees AS on January 1, 1953, included 
68 on a part-time and w. a. e. status, and 10 on overseas duty. 

Defense Transport Administration.—The decrease of 74 employees 
reported by the Administration is due primarily to a reduction in its 
budget for the fiscal year 1953 from $2,800,000 operating level to 
$2. 200, 000, making necessary a seduction in staff i in August 1952. 

Economic Stabilization Agency.—The ESA reported a total of 
9,720 employees as of January 1, 1953, a reduction of 6,343 due to 
liquidation of its activities. These figures include 436 part-time and 
w. a. e., and 126 oversaes employees. 

Federal Deposit Insurance Corporation.—Total personnel of 1,28 
as of January 1, 1953, represents an increase of 26 over the number 
reported 1 year earlier. Additions in the Audit Division and the 
Division of Examination account for most of the increase. 

Federal Security Agency—The Agency _Teports a total of 36251 
employees, including 604 on part time ‘and 577 on overseas assignment, 
a net decrease of 430 employees during the past year. An increase of 
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559 field employees were reported in the Social Security Administra- 
tion. These were required to handle part of the increased workload 
resulting from the 1952 amendments to the Social Security Act. 
About a third of the increased load was handled by overtime work. 
The Bureau of Old-Age and Survivors Insurance estimates that over 
100 additional employees are still needed. 

A decrease of 846 was reported in the civilian field employees of 
the Public Health Service, due largely to a shift in the venereal disease 
control program from inpatient to outpatient treatment, and to the 
closing of Public Health Service hospitals at Mobile, Ala., Kirkwood, 
Mo., San Juan, P. R., and Portland, Maine. 

The FSA reports that the number of Office of Administrator em- 
ployees shown as being in the Agency regional offices does not repre- 
sent an actual increase, but a change in method of reporting; in pre- 
vious reports regional employees of the Office of the General Counsel 
and the two divisions transferred from the Office of Federal-State 
Relations were included in figures for these divisions rather than under 
Agency regional offices. 

This Agency also reported a total of 4,611 w. o. c.’s (employees 
serving without compensation). ‘These were composed chiefly of 
groups in the Public Health Service, which, the Agency informed the 
committee, were performing the following functions: Employees in 
the National Office of Vital Statistics, collaborating epidemiologists, 
and assistant collaborating epidemiologists, who are State and local 
health officers responsible for collecting and reporting diseases re- 
portable by law or regulation within their jurisdictions and for fur- 
nishing this information to the Surgeon General of the Public Health 
Service. In order to meet all legal ee this information 
must be transmitted by an officer or employee of the Federal Govern- 
ment. 

Other w. o. c. groups consist of medical officers employed regularly 
by shipping concerns who, as a convenience to the Public Health 
Service and to their employers, are authorized to validate vaccina- 
tion certificates; consultants given appointments so that they may 
be properly reimbursed for travel expenses; and student employees 
assigned to Public Health Service hospitals to supplement their 
schooling. 

The Federal Security Agency reported 595 employees on duty in 
the Office of Education for the period ending December 31, 1952. 
Examination of the official report sent to the committee indicates a 
decrease of 70 employees for this Office during the past year. In a 
separate report submitted to this committee, by special request in con- 
nection with studies of agency activities, the Office of Education stated 
that for the fiscal year 1952 the Office averaged a total of 631 em- 
ployees. Of these, 227 employees were assigned to the civilian educa- 
tion requirements and international programs, but paid from funds 
transferred to the agency from the Department of State, Mutuai 
Security Agency, and other departments. The total amount trans- 
ferred for 1952 was $3,029,000. Information received from the Office 
of Education reveals that, for the fiscal year 1953, 684 employees were 
budgeted, of which number 235 were to be paid from funds transferred 
to it in excess of $2,500,000. From the foregoing it would appear 
that the FSA failed to report a substantial number of employees be- 
cause they were paid from appropriations made available from other 
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agencies. In checking with the agencies from which the funds were 
transferred, the committee was informed that they have followed a 
practice of reporting only the employees on their payroll and for 
which they are responsible from an administrative standpoint. As 
far as can be determined other agencies have reported all such em- 
»)loyees who are on their payrolls, regardless of the fact that reim- 
laamneente are made from other appropriations. The committee 
must, of necessity, depend on the accuracy of the personnel reports 
submitted b ca agency, and cannot be certain that others have not 
reported fully as is indicated in regard to the Federal Security Agency. 

General Services Administration.—During the calendar year 1952 
there was a net increase in total GSA employment of 787, resulting 
primarily from the expanding defense program workload, including 
an expansion of the central procurement and catalog-simplification 
programs. Of the total of 28,939 reported, 464 were part-time and 
w. a. e. and 108 were overseas employees. 

The general administration appropriation of the GSA was re- 
duced approximately $10 million for the fiscal year 1953, and as a 
result the agency reports that it was necessary to terminate a sub- 
stantial number of buildings maintenance employees. Offices in many 
public buildings are now cleaned once or twice a week as compared 
with the more frequent cleanings that were possible during 1949-50. 
The Administration reports that the average employment for custodial 
service has been reduced by 2,320 during the current fiscal year, and 
that many public buildings, such as those used by the postal service, 
where 2 and 3 shifts are employed, are not cleaned as often as they 
should be. Because of a budgetary reduction adequate service has 


not been possible during the past year, which has led to unsanitary 
conditions in many Federal buildings. 

Housing and Home Finance Agency.—This Agency reported a 
total of 12,504 et or a net increase of 186 during the past 12 


months. The total included 75 part-time and w. a. e. and 14 overseas 
employees in a pay status on January 1, 1953. 

The staff of the Office of the Administrator was increased by 42 em- 
ployees, reflected primarily in the Division of Slum Clearance and 
Cirba n Development, whose workload continues upward as more com- 
munities undertake projects under title I of the Housing Act of 1949. 
The Federal National Mortgage Association staff was increased by 104, 
due largely to an increase in its authorization and an authorization 
for advance commitments approved by Congress under Public Law 
243, 82d Congress. The Agency also reported that the Federal Hous- 
ing Administration has had a net increase in employment of 240, re- 
sulting mainly from the growth of new business, as indicated by the 
fact that applications for insurance are being received currently at 
an annual rate of 570,000, compared with a rate of 462,000 in January 
1952. 

The Public Housing Administration has reduced its staff by 191 
employees. The decrease has been brought about largely by the con- 
tinued liquidation of the war and emergency programs and of Green- 
town and subsistence homestead projects. Workload reduction in 
these programs was to some degree offset by an increase in activities 
in connection with the provision of public defense housing under the 
Defense Housing and Community Facilities and Services Act of 1951. 
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National Labor Relations Board.—The Board reported an increase 
of 294 employees during the past year, which constitutes an overall 
increase of 685 employees since January 1, 1947. The total of 1,473 
employees as of January 1, 1953, includes 185 part-time and w. a. e. em- 
ployees, and 20 assigned to overseas service in Puerto Rico and Hawaii. 

Panama Canal Company.—While there was only a slight decrease 
of 48 employees in the Company during the past year, there were a 
number of internal changes in personnel assignments. In the Engi- 
neering and Construction Bureau there was a reduction of 750 em- 
ployees which resulted from the consolidation of Building Division 
and Municipal Work Division, a higher ratio of contract work, and 
through a revised housing program. ‘There was also a reduction of 
536 in the Service and Supply Bureau, which resulted from a trend 
toward part-time work and decreased activity. Offsetting this some- 
what, was an increase in the Marine Bureau of 338 employees, due to 
an increased build-up of force for locks overhaul. The Company 
reports that its major construction period normally occurs in Decem- 
ber which results in a force increase during the winter season, and 
that 1953 is a locks overhaul year which will require the temporary 
appointment of approximately 800 employees who will be engaged in 
such overhaul work during the period from January to April 1953. 

A total of 18,933 employees was reported for the Panama Canal 
Company (16,166) and the Canal Zone government (2,767) of which 
1,161 and 113, respectively, were part-time and w. a. e. employees. 
The bulk of these, 18,394, were employed in the Canal Zone, with 539 
assigned to offices in the continental United States. 

Railroad Retirement Board.—The Board reported an increase of 66 
employees during the past year resulting in a total of 2,191, which is 
368 less than the number employed on January 1, 1947. The passage 
of Public Law 234 amending the Railroad Retirement Act, in addi- 
tion to adding to the complexity of current adjudications required the 
adjustment of some 400,000 monthly annuities under various provi- 
sions of the amendments. Also, these amendments established a new 
type of annuity for the wives or husbands of annuitants or pensioners 
for which some 102,000 applications were processed during the year 
(some 87,000 of which were from wives or husbands of annuitants or 
pensioners on the rolls when the amendments were passed). In addi- 
tion, the 1952 amendments to the Social Security Act, effective Sep- 
tember 1, 1952, required the review for adjustment of well over 200,000 
cases. These nonrecurrent workloads were processed largely by 
means of overtime, details of personnel from work that could be de- 
ferred without serious detriment, and the use of 6-day workweeks. 
Therefore, the Board reports that the additional work effort is only 
partially reflected in the moderate increase in personnel over the total 
at the beginning of the calendar year 1952. 

Securities and Exchange Commission—The staff of the Commis- 
sion has decreased from a total of 1,209 employees as of January 1, 
1947, and 904 as of January 1, 1952, to the present figure of 793. The 
Commission reports that by June 30, 1953, a further reduction to ap- 
proximately 770 will be effected, as a result of normal separations 
and the necessity for allowing vacancies to remain unfilled. 

The Commission stressed the fact that the total number of em- 
ployees today is less than half of what it was in 1941 when the Com- 
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mission had 1,723 employees on its rolls. In contrast, it points out 
that its statutory functions, except for certain work under the Public 
Utility Holding Company Act of 1935, have not decreased, and that 
its workload has increased in many respects. The net effect, accord- 
ing to the Chairman, is that this has been a very serious impairment 
of the Commission’s ability to protect the investing public. 

Selective Service System.—A decrease of 139 employees was re- 
orien by the Selective Service System during the last calendar year, 

ut an overall increase of 506 employees is indicated for the 6-year 
period. The total of 8,412 employees as of January 1, 1953, includes 
1,438 part-time and w. a. e. employees, 364 commissioned officers 
on a reimbursable basis, and 221 American citizens assigned to over- 
seas duty, but does not include 41,866 uncompensated employees 
serving as local board members, appeal board members, advisers to 
registrants, etc. The agency also reported 1,255 w. o. c.’s on overseas 
duty, who are not included in the total. 

Tennessee Valley Authority—The TVA reported an increase of 
333 employees during the past year, which brought the overall in- 
crease to 7,495 during the 6-year period. The total of 20,926 em- 
ployees reported as of January 1, 1953, included 160 on a part-time 
or w. a. e. status. 

Veterans’ Administration—The Administration reported a total 
of 176,066 employees, or a reduction of 2,251 during the past year, 
and a net decrease of 50,830 since January 1, 1947. The total in- 
cluded 22,574 consultants, attendings, part-time, and w. a. e. em- 
6 gare The VA reported no overseas employees, and 36,783 w. o. c.’s 
and other uncompensated employees were not included in the totals. 


Some agencies failed to provide specific explanations with reference 


to increases or decreases in personnel. They are not therefore in- 
cluded in this summation, but, in some instances, provide indications 
as to the reasons for such changes. 


EMPLOYEES IN THE LEGISLATIVE AND JUDICIAL BRANCHES 


The total of 2,564,111 employees reported does not include 22,494 
employees in the legislative branch, and 3,919 in the judicial branch. 
There were, therefore, a total of 2,590,524 employees in the executive, 
legislative, and judicial branches of the Government as of January 1, 
1953, excluding members of the Armed Forces. 

Employees in the legislative branch are allocated as follows: Gov- 
ernment Printing Office, 7,501 (including 258 field employees) ; Gen- 
eral Accounting Office, 6,224 (18 overseas) ; the Congress, 5,238, with 
1,900 employees in the Senate and 3,338 in the House of Representa- 
tives; Library of Congress, 2,332; and Architect of the Capitol, 1,199 
(including 46 employees in the Botanic Garden and 97 in the House 
restaurants). 

The judicial branch employees are allocated as follows: United 
States district courts, 3,109 (66 overseas) ; circuit court of appeals, 
309; Supreme Court and Marshals Office, 203; Administrative Office 
of the United States Courts, 113; Court of Claims, 70; customs court, 
64: Court of Customs and Patent Appeals, 24; Clerk of the Supreme 
Court, 15; and Territorial Court of Hawaii, 12. 
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ORGANIZATION CHANGES IN EXECUTIVE DEPARTMENTS SINCE JANUARY 1, 


1952 


The following is a brief summation of internal reorganizations 
effectuated in the various departments of the executive branch of the 
Government during the calendar year 1952, as reported to the com- 
mittee: 

Executive Office of the President-—The Office of the Director of 
Mutual Security has been included as a part of the Executive Office 
of the President, with a total of 123 employees. This Office was in- 
cluded in the report on the Mutual Security Agency on the last chart. 

The Bureau of the Budget was reorganized on April 1, 1952, and 
reported its new reorganizational structure. The Divisions of Ad- 
iinistrative Management, Estimates, and Fiscal Analysis were elimi- 
nated, and Offices of Management and Organization and of Budget Re- 
view, were created. The Divisions of Legislative Reference and of 
statistical Standards were changed to offices. Program Divisions of 

:) Commerce and Finance, (6) International, (¢) Labor and Wel- 
fare, (d) Military, and (e) Resources and Civil Works were estab- 
lished. 

Department of State—Major organizational changes which have 
taken place since the last report include consolidation of the domestic 
ind foreign recruiting function by the establishment of a Division of 
Recruiting in the Office of Personnel; establishment of the Inter- 
national Information Administration, headed by an Administrator 
directly responsible to the Secretary of State for the operation of the 
nternational information and educational exchange program; trans- 
fer of the New York administrative office from the Office of Operating 
l‘acilities to the International Information Administration; and the 
establishment of the Bureau of Security and Consular Affairs in ac- 
ordance with the provisions of the Immigration and Nationality Act 
of 1952. 

Department of Defense-—The Department submitted with its re- 
port to the committee a letter addressed to President Truman on 
November 18, 1952, with comments on administrative and operational 
pl prepared primarily for the information and guid- 
ance of the new Secretary of Defense, which have not been carried 
into effect. Changes in organizational structure that were imple- 
mented during 1952 were set forth as follows: 

1. The position of Director of Installations which was created by 
section 408 of Public Law 534, 82d Congress, for the purpose of main- 
taining direct surveillance over the planning and construction by the 
military departments of all public works projects, was filled. Those 
public works functions, including appropriate personnel, formerly 
assigned to the Munitions Board were transferred to the Director of 
Installations. Also, the Armed Forces Housing Agency which was 
reporting to the Secretary of Defense through the Chairman of the 
Munitions Board was reassigned to report through the Director of 
Installations. Additional technical, clerical and stenographic person- 
nel required by the Director to perform adequately his functions were 
employed. 

2. The Defense Supply Management Agency, established within 
the Department of Defense by Public Law 436, 82d Congress, was 

S. Rept. 80, 83-1——3 





16 ORGANIZATION OF EXECUTIVE DEPARTMENTS AND AGENCIES 


activated for the purpose of providing an economical, efficient and 
effective supply management organization within the Department of 
Defense through the establishment of a single supply cataloging sys. 
tem, the standardization of supplies and the more efficient use of sup. 
ply testing, inspection, packaging and acceptance facilities and sery 
ices. The former Munitions Board Office of the Director of Supply 
Management Agencies, together with its subordinate organizations— 
the cataloging and standardization agencies—were abolished and the 
functions, personnel, and records of these activities were transferred 
to the newty created Defense Supply Management Agency. 

3. The Assistant Secretary of Defense ee and Personnel) 
was assigned the principal responsibility for all reserve affairs of the 
Department of Defense pursuant to section 256(a) of the Armed 
Forces Reserve Act of 1952 (Public Law 476, 82d Cong.). Also, the 
Reserve Forces Policy Board, initially established by administrative 
action of the Secretary of Defense, was reconstituted on a statutory 
basis in accordance with section 257 of Public Law 476. 

4. Pursuant to the provisions of Public Law 416, 82d Congress, 
the Commandant of the Marine Corps meets in a coequal status with 
the Joint Chiefs of Staff in the consideration of matters which are 
determined to be of direct concern to the Marine Corps. 

5. The Defense Management Committee, established by the Secre-, 
tary of Defense in August 1949, was abolished and a Defense Manage- 
ment Council consisting of the Deputy Secretary of Defense as 
Chairman and the Under Secretary of each military department as a 
member, was established. The Council is nes for resolving 
management problems of the Department of Defense. In addition, the 
staff of the former Defense Management Committee was reestablished 
as a Defense Management Staff reporting directly to and under the 
supervision of the Deputy Secretary of Defense. 

6. Foreign economic-defense functions relating to the mutual-se- 
curity program and the North Atlantic Treaty Organization, former- 
ly performed by the Munitions Board, were transferred to the Office 
of the Assistant to the Secretary of Defense for International Security 
Affairs. Also, in this area two additional positions were established : 
one, a Deputy for Psychological Policy Affairs and the other a Deputy 
for European Mutual Security Affairs. The Deputy for Psycholog- 
ical Policy Affairs is responsible for the coordination of all psycho- 
logical policy matters for the Department of Defense and for provid- 
ing staff assistance on such matters to the Deputy Secretary of Diteos 
who is a member of the Psychological Strategy Board. The position 
of Deputy for European Mutual Security Affairs was established for 
the purpose of providing a focal point for and coordinating matters 
transacted between the Department of Defense and the United States 
np representative in Europe. These changes have resulted in 
the integration and concentration under one principal assistant to 
the Secretary of Defense of all Department of Defense matters re- 
lating to international security affairs, except purely military matters 

° : ey eae ° OY “ 
which are a responsibility of the Joint Chiefs of Staff, thereby pro- 
viding greater effectiveness and centralized coordination. 

7. As a part of the reorganization of the United States activities 
in Europe relating to the mutual-security program and the North 
Atlantic Treaty Organization under the office of the United States 
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special representative in Europe, the position of vice deputy United 
States representative, North Atlantic Council (Defense), formerly 
established as a personal representative of the Secretary of Defense, 
was abolished and his duties and functions were reassigned to the 
newly created position of Deputy for Defense Affairs. The Deputy 
for Defense Affairs in Europe serves as one of four principal deputies 
to the United States special representative in Europe and is responsi- 
ble for the coordination of all Department of Defense matters coming 
under the jurisdiction of the United States special representative. 

Department of the Army.—The Office for Occupied Areas in Sec- 
retary of the Army Area was discontinued and the functions of that 
Office incorporated in the Office of Civil Affairs and Military Govern- 
ment which was established concurrently in the Chief of Staff Area. 

Department of the Navy.—In the Executive Office of the Secretary 
the Office of Naval Petroleum and Oil Shale Reserves was transferred 
to Denver, Colo., but, since this element of organization is being serv- 
iced by EXOS it is reported as a part of EXOS. Electronics Pro- 
duction Resources Agency was formerly included in special assign- 
ments and details to other agencies. 

Two employees are included in Personnel Division who are detailed 
to Production Equipment Central Inventory Group of the Bureau of 
Aeronautics. 

The military occupational classification project (DOD) was trans- 
ferred to Headquarters, Potomac River Naval Command from the 
Bureau of Naval Personnel. 

The Inspection Division and the Legal Division of the Bureau of 
Ordnance were discontinued, and their functions transferred to spe- 
cial assistants to the Chief of the Bureau. 

In the Bureau of Supplies and Accounts, the Assistant Chief for 
Planning was redesignated as the Planning Division, the Office Serv- 
ices Division as the Administrative Services Division, the Civilian 
Personnel Divison as the Industral Relations Division, and the Comp- 
troller was designated as Comptroller of BUSANDA. 

In the Bureau of Yards and Docks, the Assistant Chief for Adminis- 
trative Management was redesignated as Assistant Chief for Manage- 
ment and Comptroller. 

Chief of Staff and Assistant Commandant was created in the Head- 
uarters, United States Marine Corps, and the Divisions of Plans and 
olicies, and the Historical Division and Recruiting Division were 

discontinued. The functions previously performed by the Division of 
Plans and Policies and the Historical Division have been transferred 
to G-3, an element of organization under the Office of the Chief of 
Staff and Assistant Commandant. The functions previously per- 
formed by the Division of Recruiting have been transferred to the 
Personnel Department. 

Department of the Air Force-—During the past calendar year the 
following changes were made in the Office of the Secretary : 

(1) Secretary of the Air Force’s Personnel Council included with 
the Office, Assistant Secretary (Management); (2) Board for Cor- 
rection of Military Records included with the Office, Administrative 
Assistant; and (3) Air Force Board of Contract Appeals and Special 
Assistant included with the Office of the Under Secretary. 

In addition there were a number of other changes in the organiza- 
tional structure of the Department as follows: 
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(1) Organization of Headquarters, Japan Air Defense Force at 
Far East Air Forces in February 1952; (2) Organization of Head- 
quarters, Crew Training Air Force at Air Training Command in 
March 1952; (3) Headquarters, Special Weapons Command redesig- 
nated Headquarters Air Force Special Weapons Center and assigned 
to Air Research and Development Command in April 1952; (4) Air 
Pictorial Service redesignated Air Photographic and Charting Sery- 
ice and assigned to Military Air Transport Service in April 1952; 
(5) Headquarters, Far East Air Materiel Command redesignated 
Far East Air Logistic Force in July 1952; (6) Organization of 
Headquarters, Air Force Reserve Officers Training Corps as a Sub- 
command of Air University in August 1952; (7) Organization of 
Headquarters, Holloman Air Development Center at Air Researe), 
and Development Command in October 1952. 

Post Office Department.—The only change reported in the organ- 
izational structure of this Department was the designation of the 
component, Administering the Public Debt, to Working Fund, Post 
Office, General. 

Department of Labor.—The Department has brought about virtual 
liquidation of the functions performed by the Bureau of Labor Sta- 
tistics, and Wage and Hour and Public Contract Divisions of the 


Wage Stabilization Board, as provided under the Defense Production, 


Act of 1950. In accordance with Reorganization Plan No. 6 of 1950, 
and General Order of the Secretary of Labor No. 58, effective Aug- 
ust. 1, 1952, the Office of Budget and Management became the Office 
of the Administrative Assistant Secretary of Labor. 

Department of Commerce.—The Department reports that the or- 
ganization of the bureaus and offices in the Department of Commerce 
remained fairly stable during calendar year 1952. The Office of Dis- 
tribution was established in the Office of the Secretary for the purpose 
of assisting industry in developing a more efficient and effective dis- 
tribution of goods and services in consideration of fluctuating demands 
of defense production programs, and to avoid undue strains and dis- 
locations in the economy. 

The several components formerly reported under the Bureau of 
Foreign and Domestic Commerce on last year’s chart are shown under 
the Office of the Secretary. 

The Civil Aeronautics Administration has reorganized its top man- 
agement staff to provide for one Deputy Administrator and two posi- 
tions in the Office of the Administrator—Assistant Administrator for 
Administration and Assistant Administrator for Program Coordina- 
tion. Inthe National Bureau of Standards the expanded program of 
research and development in advanced ordnance, sponsored by the 
Department of Defense, brought about the reorganization of the 
former Ordnance Development Division and the establishment of three 
specialized divisions—the Electromechanical Ordnance Division, the 

rdnance Electronics Division, and the Ordnance Development Divi- 
sion. In the National Production Authority the abolishment of the 
Office of Civilian Requirements and the Office of Production Analysis 
represents the principal changes in organization. However, there 
have been a substantial number of consolidations of divisions, sections, 
and units resulting from reductions in personnel mentioned here- 
tofore. 
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Department of the Interior—Major organization changes within 
the Department during the calendar year 1952 were reported as 
follows: 

1. Creation of Division of Security.—The need for greater emphasis 
for this function led to its being established as a division under the 
Administrative Assistant Secretary, replacing the former Office of 
Security. Further, allied duties, such as development of a program 
for the protection of structures and facilities of the Department 
and cooperation with civil defense, were combined in the new division. 

2. Changes in field organization of Bonneville Power Administra- 
tion—The functions of the former “district offices” were enlarged to 
include the operation and maintenance of the transmission lines and 
other facilities and administrative duties. They are now called “area 
offices”. These activities were formerly carried out from the Port- 
land headquarters office and some shifts in employees from the head- 
quarters to area offices are being effected. Better utilization of man- 
power and improved service to customers is expected to result from 
having these employees closer to actual operations. 

Minor reorganizations were consummated in units below the divi- 
sion level and in the field organizations of certain bureaus, notably 
the Bureau of Mines. This did not result in the establishment of 
new functions or in changes in employment totals to any appreciable 
extent. Rather, such reorganizations were based on realinement of 
parts of functions in the hight of changing workloads and to effect 
improvement in management. 

Department of Agriculture—With few exceptions, the organiza- 
tional changes in the Department were minor in nature and resulted in 
adjustments at the sectional level or lower. The principal changes re- 
ported dealt with a regrouping of functional activities in the Rural 
Electrification Administration, the Soil Conservation Service, the Ag- 
ricultural Research Administration, and the Extension Service to pro- 
vide better working arrangements and emphasis on certain program 
activities. Further progress has been made in the nationwide pro- 
gram begun in February 1951 to consolidate the field offices of the 
Department at both the State and county levels. In addition to the 
above, the impact of the defense program continues to be felt on the 
activities of the Department. 

The Department reported that in the case of the Rural Electrifica- 
tion Administration, an increasing volume of work without a corre- 
sponding increase in staff made it necessary to shift manpower in order 
to place greater emphasis on the telephone program, and to operate 
by placing greater reliance on the growing maturity of borrowers. 
Effective July 1, 1952, the telephone staff was increased 50 percent by 
a shift of personnel within the Administration and 5 new eledttic dis- 
tribution area offices were set up to provide a single point of contact 
with distribution borrowers. In the process, the Application and Loan 
Division, the Accounting and Auditing Division, and the Management 
Division were abolished and their functions reassigned. Four new 
Divisions—the Telephone Loans Division the Telephone Engineering 
Division, the Controller’s Division, and the Operations Division were 
established. 

Another major reorganization consisted of: (1) A shift of the re- 
Sponsibility for conducting the national cooperative soil survey from 
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the Agricultural Research Administration to the Soil Conservation 
Service; and (2) the transfer of certain soils research from the Soil 
Conservation Service to the Agricultural Research Administration, 
This realinement was effective as of November 15, 1952. Its purpose 
was to consolidate into one operation the soil survey work of the Ag- 
ricultural Research Administration and the conservation survey work 
of the Soil Conservation Service, and to focus more sharply all re- 
sources for soil, crop, and water management research on the various 
problems confronting farmers. 

The last major reorganization of the year took place in the Exten- 
sion Service effective December 1, 1952. The Division of Field Co- 
ordination and the Division of Subject Matter were abolished. The 
following new Divisions were established to provide direct emphasis 
on certain programs: (1) Division of 4-H Clubs and YMW ( Young 
Men and Women) Programs; (2) Division of Home Economics Pro- 
grams; and (3) Division of Agricultural Programs. 

The Department also reported that progress continues to be made 
in the Department’s program to provide one-stop service to farmers by 
headquartering all USDA personnel having statewide responsibilities 
in a single State oflice, and all USDA personnel having county re- 
sponsibilities in a single county office. To date, State offices have 
been consolidated in 25 States and plans have been completed or 


authorizations have been issued in 12 other States. At the county’ 


level, consolidation has been completed in 61 percent, or 1,840 coun- 
ties, out of a total of 3,006 counties having USDA offices. 

In the area of defense activities, the Department reported that the 
Office of Foreign Agricultural Relations has greatly expanded its 
services in connection with the point 4 program of technical assistance 
and the mutual security program; the Agricultural Research Admin- 
istration has met numerous calls for research in the defense sphere 
as related to agriculture; and, both the Forest Service and the Pro- 
duction and Marketing Administration have continued and strength- 
ened their particular defense programs. 

Department of the 7’reasury—The Department advised that a reor- 
ganization of the Bureau of Suseinte is now pending pursuant to the 
Budget and Accounting Procedures Act of 1950 and under authority 
of the Treasury Department Reorganization Plan No. 26 of 1950. 
Under this reorganization Treasury Department Order No. 164, dated 
December 12, 1952, directs the establishment of a Division of Central 
Accounts into which is to be consolidated the Treasury accounting 
for receipts and expenditures by appropriations, which has heretofore 
been performed by the Division of Bookkeeping and Warrants and 
the Division of Disbursement of the Bureau of Accounts. Also, the 
functions previously performed by the Division of Deposits, the Divi- 
sion of Investments, and the Section of Surety Bonds have been trans- 
ferred to a Division of Deposits and Investments. 

It was also reported that a Division of Central Reports has been 
established whieh will have the responsibility of not only compiling 
financial reports, but also reviewing the existing reports and develop- 
ing such reports as may be required to meet current and new condi- 
tions. The responsibility to establish policies and following up on 
aceon for internal audits for the Treasury was assigned to the 

3ureau of Accounts. These realinements will permit the Bureau 
to direct more of its time and personnel to financial reporting and 
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internal audit matters, which in the past have not been given adequate 
attention. Under this realinement, it is necessary to transfer 220 
employees from the Division of Disbursement to the Division of Cen- 
t a Accounts. 

In the United States Savings Bonds Division the number of units 
in the organizational structure of the headquarters staff was reduced 
from 26 organizational segments reporting to the National Director 
through 2 officials (the Executive Director and the Director of Sales) 
to 17 organizational segments (including the Chicago Distribution 
Center which was transferred from the Bureau of Public Debt), re- 
porting to the National Director through 4 branch directors. 
Thus, the previous 9 divisions of the headquarters staff were consoli- 
dated into 4 branches. 

The Department reports that under Reorganization Plan No. 1 of 
1952, the Susan of Internal Revenue departmental and field organi- 
zations have been completely revised to provide a vastly improved, 
fully responsive, and fully responsible headquarters and field organi- 
zation. The present organization of the Bureau is on a function 
basis rather than a tax basis. The former independent departmental 
divisions with direct jurisdiction over some 200 main field offices have 
been abolished, and have been replaced by 3 Assistant Commissioners, 
ach of whom has been given 1 of the 3 major functions of the head- 
quarters—management of field operations, technical tax work, and 
direction of field inspection activities. 

In the field, 64 directors of internal revenue replaced the former 
collectors and other officials at the local level and took over their 
offices and personnel. There were established, prior to December 1, 
1952, 17 district commissioners, each responsible for supervision of 
all internal-revenue functions in his district, including the super- 
vision of the directors of internal revenue. The district commis- 
sioners report directly and solely to the Assistant Commissioner 
for Operations. Thus, there is one clear line of responsibility and 
authority for all internal revenue operations. 

In headquarters, the Assistant Commissioner (Operations) has direct 
responsibility for assessment and collection of taxes, audit and inves- 
tigation of returns, and all operational functions incident to such re- 
sponsibilities—departmental and field; the Assistant Commissioner 
(Technical) for diaftine of all regulations, rulings, and other inter- 
pretative material, and the formation of policy in respect to all so- 
called technical responsibilities in tax administration; and the As- 
sistant Commissioner (Inspection) for internal inspection and investi- 
gation—departmental and field. 

_Miscellaneous staff functions have been placed under the supervi- 
sion of an Administrative Assistant to the Commissioner. These func- 
tions include budget and personnel policy, training operations, statis- 
tical compilation, and similar Bureau-wide responsibilities. 


ORGANIZATION CHANGES IN INDEPENDENT AGENCIES SINCE JANUARY 1, 
1952 


Atomic Energy Commission.—Since January 1, 1952, the following 
changes have been effected: 


1. A new field office, the San Francisco Operations Office, was es- 
tablished in September 1952, with responsibility for the administra- 
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tion of research and development contracts in the west coast area, 
The new office includes the former San Francisco area office which re- 
ported directly to Washington, and the former Berkeley area office 
which had been a suboffice under the Chicago Operations Office. 

2. A new field office, the Grand Junction Operations Office, was es- 
tablished in November 1952 with responsibility for the direction and 
coordination of A EC’s activities relative to finding, mining, and proc- 
essing of uranium ores and the purchase of uranium concentrates on 
the Colorado Plateau. The new office includes the former Colorado 
Raw Materials Office which reported directly to Washington and a 
Grand Junction exploration branch which reported to the Assistant 
Director for Exploration in New York, who in turn reported to 
Washington. 

3. A new field office, the Portsmouth area office, was established in 
August 1952, with responsibility for the supervision of the construc- 
tion and operation of a new gaseous diffusion plant for the production 
of uranium 235, in Pike County, Ohio. This office is not listed sepa- 
rately in the tabulation since it is a suboffice of the Oak Ridge Opera- 
tions Office. 

Civil Aeronautics Board.—During the past year, the Civil Aero- 
nautics Board reports that it has accomplished several organizational 
changes, the net result of which has been to further simplify its in-. 
ternal structure by reducing the number of divisions and sections. In 
the Bureau of Air Operations, the former Routes Division and the 
Carrier Relationships Division have been consolidated into a single 
Routes and Carrier Relations Division; in the Bureau of Safety Reg- 
ulation, the International Standards Division was eliminated and its 
functions distributed among the three remaining Divisions; and in 
the Bureau of Safety Investigation, the Cause Determination Section 
was abolished and its functions transferred to the Office of the Chief, 
Analysis Division. Finally, the public information function, for- 
merly a section in the Office of the Chairman, was established as the 
Office of Public Information. 

Defense Production Administration.—The Defense Production Ad- 
ministration reports that the organization of the top offices had be- 
come stabilized during 1951 so that a minimum of changes were 
required in 1952 to carry out the responsibilities for broad program- 
ing and planning for allocation of scarce materials, expansion of 
facilities, and expediting of production. The Office of International 
Activities and Defense Materials has been eliminated in favor of a 
small staff in the Office of the Administrator. This reflects the de- 
crease in relative importance of the international activities program. 
The title of the Office of Reports and Analysis was changed to Office 
of Progress Evaluation and that of the Office of Resources Expansion 
to Office of Construction and Resources Expansion to more accurately 
reflect their responsibilities. 

Defense Transport Administration.—Because of the need for im- 
proving transportation facilities in the United States Territories and 
possessions to the point where they would have the capacity to fulfill 
transportation demands placed upon them during an emergency, the 
Administrator reports that he has revised the Defense Transport 
Administration organization to provide for the creation of a special 
assistant for Territories and possessions in a full staff capacity. 
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Federal Civil Defense Administration—The Administrator reports 
that, as a result of a retrenchment program which was necessitated by 
the curtailment of funds for the current fiscal year, certain offices have 
been either eliminated or consolidated with other offices. Program 
areas that have been eliminated include the Military Liaison Office, 
the Central Training School at Stillwater, Okla., and the Eastern 
Training School at Caeate, Pa. The functions of the Operational 
Services Office and the Technical Services Office have been consoli- 
dated into a new Technical Operations Office. The Volunteer Man- 
power Office has been established by the transfer of functions and 
personnel from portions of the Plans and Policies Office, Public 
Affairs Office, and the Training and Education Office. 

Federal Communications Commission—The Commission, in its 
report of a year ago stated that it was engaged in completing a major 
reorganization initiated in 1949 and that with funds specifically pro- 
vided for the purpose the management consulting firm of McKinsey & 
Co. was employed to conduct surveys of the field and staff offices. The 
results of these two surveys conducted during 1951 were reported to 
the Commission in January 1952, and in February necessary orders 
were adopted to place most of the recommendations into effect. The 
principal changes included the strengthening of the field organization, 
giving it the status of a bureau known as the Field Engineering and 
Monitoring Bureau; the delegation of considerable responsibility to 
the new Bureau; shifting of numerous functions from staff offices to 
the new Bureau; and shifting of licensing functions from the Office of 
the Secretary to the Broadcast Bureau. 

Federal Mediation and Conciliation Service.—The following organ- 
izational changes have taken place since the last report: (1) For pur- 
yoses of administrative efficiency, the Office of the Associate Director 
been combined with the Office of the Director; and (2) the Office 
of Operations Analysis has been created for the purpose of economic 
and industrial research and analysis and interpretation of the operat- 
ing statistics of the Service. 

Federal Security Agency—The Agency reports the following 
changes in organization have occurred since January 1, 1952: 

Office of Administrator—The Divisions of State Merit Systems 
Services and Grant-in-Aid Audits have been transferred from the 
Office of Federal-State Relations to the Office of Field Services. 

Food and Drug Administration—The Stenographic Branch has 
been’ transferred from the Division of Business Operations to the 
Office of the Associate Commissioners. 

Office of Education—The National Scientific Register has been 
transferred back to the National Science Foundation; international 
education activities have been centralized in the new Division of Inter- 
national Education; a Reports and Technical Services Branch has 
been set up in the Office of Commissioner to perform reporting func- 
tions formerly in the Program Development and Coordination 
Branch; and the Division of Veterans Education has been established 
to carry out responsibilities placed in the Commissioner of Education 
by the Veterans’ Readjustment Act (Public Law 550, 82d Cong.). 

Public Health Service —The Division of Management Services and 
the Division of Supply have been combined into a Division of General 
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Services, and a Clinical Center has been set up in the National Insti. 
tutes of Health. 

General Services Administration —The Agency reports that during 
the calendar year 1952 the Office of the General Counsel underwent ¢ 
reorganization involving a realinement of functions among the five 
divisions. These divisions are presently designated as the Adminis. 
tration and Utilities Division, Personal Property Division, Claims and 
Litigation Division, the Legislative and Liaison Division, and Real 
Property Division. 

Other changes in organizational designation are as follows: In the 
Public Buildings Service, the Real Property Acquisition and Utiliza- 
tion Division has been redesignated the Real Estate Division, and the 
Real Property Disposal Division has been redesignated the Surplus 
Real Property Division. In the Emergency Procurement Service, the 
Research and Development Division has been redesignated the Re- 
search and Analysis Division. 

Housing and Home Finance Agency.—In order to effect economies 
in personnel and operating expenses, the Philadelphia and New York 
regional offices of the Office of the Administrator were consolidated. 
It is estimated that this consolidation will save between $60,000 and 
$70,000 a year. 


Mutual Security Agency —The Mutual Security Agency submitted © 


full details regarding its internal organizational changes during the 
past year in its various areas of operations, as follows: 

1. Organizing the Mutual Security Agency to meet the mutual 
security program objectives.—With the passage of the Mutual Se- 
curity Act of 1951 and establishment of the Mutual Security Agency 
major changes in the foreign-aid programs were effected. World 
conditions had already required a reorientation of ECA objectives. 
Steps were now taken to complete that reorientation to give greater 
emphasis in participating country programing to defense and defense 
supporting production; to stimulate offshore procurement, productiv- 
ity, more extensive production and related commodity programing; 
and in the relatively underdeveloped areas to give greater attention 
to exploration for and production of basic materials needed for de- 
fense programs of the United States and Allied countries of the free 
world, and to stimulate privately financed industrial development. 

These developments made it necessary not only to adjust organiza- 
tional machinery to make it responsive to changing program needs 
but also to adapt existing administrative techniques, to develop new 
ones and to knit more closely together the diverse industrial, agricul- 
tural, and institutional programs. 

The principal program and operations offices of the Agency were 
extensively reorganized. 

2. Office of the Deputy Director.—The Director for Mutual Security 
delegated to the Deputy Director for Mutual Security authority to 
perform all functions which the Director was authorized to perform 
in his capacity as head of the Mutual Security Agency. 

The head office of the agency originally consisted of the Deputy 
Director and the Associate Deputy Director. The span of control 
of the Associate Deputy Director was found to be too extended to 
enable him to provide continuous top management guidance to each 
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of the principal officials of the agency and effectively discharge his 
responsibilities as deputy to the agency’s head. These and other con- 
siderations led to the designation of a second Associate Deputy Direc- 
tor and a sharing of the deputy responsibilities between the two asso- 
ciates. A special adviser for private enterprise and small staff was 
added to the head office in order to provide greater top management 
attention to this activity. ° 

3. Assistant Director for Supply.—A merger of the separate organ- 
izational areas formerly headed by the Assistant Administrator for 
Supply and the Assistant Administrator for Production, respectively, 
was effected. A single office headed by an Assistant Director 
for Supply was established. MSA’s role in increasing defense pro- 
duction and productivity in support of MSP objectives required a 
closer knitting together of staff groups specializing in the production, 
supply, and distribution aspects of industry and agriculture. It was 
also necessary to effect numerous internal organizational changes 
within the newly created AD/S. 

The Industrial Commodities Division and the Facilities and Equip- 
ment Division were merged to form the Industry Division with respon- 
sibility for all the industrial production and supply functions of its 
predecessors and certain new functions—particularly those relating 
to defense production and industrial development. A defense indus- 
trial affairs staff and an industrial development staff, respectively, 
were established for these functions. Also established within the re- 
organized Industry Division was a small regional affairs staff under 
the direction of an Assistant Director of the Division, to give partic- 
ular attention to the differing supply and industrial problems of the 
northern Europe, Mediterranean, and Far East areas. 

The Food and Agriculture Division was reorganized in similar 
fashion to provide increased emphasis on regional agricultural prob- 
lems and to effect closer relationships with other functional divisions in 
the supply area on regional developmental activities. 

Comparable changes within the Transportation Division reflect a 
major shift in MSA’s transportation role and have enabled the Di- 
vision to devote greater resources to inland European transportation 
problems growing out of the NATO program. 

4. Assistant Director for Europe-—Economic recovery and the 
stepped-up tempo of the defense buildup have taken varying patterns 
in Europe. Some countries have succeeded in reducing their dollar 
deficits substantially and are becoming less dependent on extraordi- 
nary United States defense-support assistance of an economic char- 
acter. Others, due to the lack of sufficient industrial resources, and 
other factors, have substantial continuing dollar deficits deriving from 
their economic situations which pose different programing problems 
for MSA. 

To provide for a greater measure of specialization on the varied eco- 
nomic problems faced by groups of European participating countries, 
the Office of the Assistant Director for Europe was reorganized by 
abolishing its European Program Division and creating in its place 
three European geographic divisions responsible for countries in the 
northern, central, and southern European areas respectively. This 
removed a layer and provided a better basis for interagency dealings 
on specific countries. 
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Simultaneously the economic program development staff was estab. 
lished to coordinate the statistical activities of the geographic divi- 
sions and to provide for uniform estimates of planned offshore pro. 
curement, balance of payments, national accounts, defense budgets and 
other economic projections. 

A defense production staff was also established as the focal point 
within the AD/E for the development of a-balanced pattern of mili- 
tary production in Europe. In performing this function, the staf, 
working with other MSA/W offices and outside agencies, assists in 
the development of offshore procurement and military production 
programs. 

5. Assistant Director for Far East.—The increasing importance of 
the underdeveloped areas to the mutual security program was recog. 
nized in the initial organization of MSA on Seomebar 30, 1951. Under 
ECA, the economic program responsibilities for Europe and for the 
Far East were contained under a single Assistant Administrator for 
Program. Under MSA these two major geographic areas were sepa- 
rated, with the Far East programs receiving augmented top leader- 
ship under an Assistant Director for Far East, on a par with the 
Assistant Director for Europe. 

Program planning, reporting, review, and accounting activities 


for the Far East were incorporated into one comprehensive unit, the’ 


Program and Economic Staff. The China, Indochina, and the Phil- 
ippine-Thailand Divisions were established to provide more direct 
leadership to the four-country desks. 

National Capital Planning Commission.—Public Law 592,.82d Con- 
gress, approved July 19, 1952, changed the name of this agency from 
the National Capital Park and Planning Commission to National 
Capital Planning Commission. The statute enlarged both the mem- 
bership and the duties of the Commission and also established the 
National Capital Regional Planning Council, which is composed of 
members of the local planning commissions of nearby Maryland and 
Virginia jurisdictions as well as two members of the National Capital 
Planning Commission. 

The National Capital Planning Act of 1952, Public Law 592, re- 
moved from membership on the Commission the Chief of the Forest 
Service and added the Commissioner of Public Buildings, the Com- 
missioner of Public Roads and an additional citizen mémber, who is 
appointed by the President from among three nominees submitted by 
the Board of Commissioners of the District of Columbia. 

National Labor Relations Board.—Organizational changes made 
during the past year included : 

Establishment of region 11 with headquarters at Winston-Salem, 
N.C. This region includes the States of North and South Carolina 
and provides increased access to Board procedures and services for 
petitioners in these areas; transfer of the functions and personnel 
of the Affidavit Compliance Branch from the Division of Operations 
to the Division of Policies and Appeals; and transfer of stenographic 
and typing personnel, serving Board legal assistants and the Divi- 
sion 3} Trial Examiners, from the Division of Administration to 
separate pools directly responsible to the organizations serviced. 

National Mediation Board. —The Board reported that there were no 
actual changes in organization, but effective March 22, 1953, the two 
supplemental boards of the Adjustment Board will be abolished. 
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National Science Foundation.—The National Science Foundation 
Act provided that initially there should be four Divisions: Medical Re- 
search } Mathematical, Physical, and Engineering Sciences; Biologi- 
cal Sciences; and Scientific Personnel and Edueation. Subse »quently 
the two Divisions of Biological Sciences and Medical Research have 
been combined into the Division of Biological and Medical Sciences, 
and a Program Analysis Oflice has been created. The Divisions and 
Ollices have been partially staffed and it is anticipated that the 
Foundation’s strength will reach 130 full-time employees during 1953. 
A material portion of the Foundation’s work is accomplished by oc- 
casional services of outstanding scientists serving as members of 
committees and consulting panels. 

Reconstruction Finance Corporation—The RFC reports the fol- 
lowing changes in organization which have occurred since January 
1, 1952: Abolishment of the Office of Production and the establish- 
ment in lieu thereof of the Office of Synthetic Rubber and the Office 
of Tin and Fiber; status of the offices at Houston, Omaha, and Salt 
Lake City changed from loan agencies to branch offices; status of the 
oflice at Phoenix, Ariz., changed from branch office to field office, and 
branch office at Baltimore, Md., closed. 

The Corporation is in the process of changing the status of a num- 
ber of offices from loan agencies to branch ollices. This is being done 
under a program to re: iline its field organization to the current work- 
load requirements of its lending programs. This is expected to effect 
substantial economies without curtailing to any material extent the 
degree of service or assistance furnished to prospective loan ap- 
plicants or to borrowers. 

Securities and Exchange Commission.—In May 1952, the Divisions 
of Administrative Services, Budget and Finance, and p ’ersonnel were 
abolished and a new Division of Administrative Management estab- 
lished. The new Division, operating under and responsible to the 
Chairman of the Commission, is composed of the Branches of Ad- 
ministrative Services, Budget and Finance, and Personnel. ‘The cen- 
tering of these administrative management functions under one di- 
vision, which is in line with the recommendations of the Hoover Com- 
mission, is a further implementation of Reorganization Plan No. 10, 
which places management responsibility in the Chairman of the Com- 
mission. ‘The executive assistant to the Chairman also serves as Di- 
rector of the Division. This change has resulted in greater coordi- 
nation and has promoted increased ' efficiency and effectiveness in the 
performance of these related activities. 

The Divisions of Hearing Examiners and Opinion Writing were 
designated “Offices” effective May 1, 1952. This change was made 
in order to give further recognition to their status as direct staff offices 
of the Commission. 

Smithsonian Institution —Effective December 31, 1952, one minor 
organizational change occurred. The Institute of Social Anthro- 
pology, an organizational component of the Bureau of American 
Ethnology, was abolished because of the expiration of a working fund 
contract with the Department of State. 

Subversive Activities Control Board—During the past year, an 
information office was created for the dissemination of information to 
the public with regard to the progress of the hearing being conducted 
against the Communist Party. Future plans call for the creation of 
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an Office of Hearing Examiners who will conduct the hearings on 
further petitions presented to the Board by the Attorney General. 

Tennessee Valley Authority.—Effective March 2, 1952, the Division 
of Chemical Engineering was abolished and the Office of Chemica] 
Engineering with two subordinate divisions, the Division of Chemica] 
Development and of Chemical Operations, was established. The or- 
ganizational status of this activity is now comparable to that of the 
Offices of Engineering and of Power. 

Effective April 13, 1952, the Division of Power Supply was estab- 
lished under the Office of Power. This Division is responsible for 
planning and making recommendations for future power supply for 
the TVA service area. 

Veterans’ Administration—The Administrator of Veterans’ A ffairs 
reports that there have been numerous changes already effectuated, 
and others proposed for 1953, as follows: 

1. Central office—Under Contact and Administrative Services: The 
Planning and Supervision Service and the Records Service were 
abolished. The Administrative Service was redesignated the Admin- 
istrative Operations Service (Washington). A new Administrative 
Service was established and includes part of the functions of the old 
Planning and Supervision Service, and the St. Louis liaison office, 
formerly under the Records Service. The teletype net control sta- 
tions were transferred to the new Administrative Service. 

The Philadelphia Records Center was moved to Columbus, Ohio, 
and redesignated the Records Service Center. It is now under the 
jurisdiction of the Assistant Administrator’s Office, formerly under 
the Records Service. 

The Oakland, Calif., Forms Depot, under the Publications Service, 
was closed on June 30, 1952. 

Under finance: The Readjustment Account Control Division (New 
York), formerly under the Control Accounts Service, has been trans- 
ferred to the Administrative Control Division of the Loan Guaranty 
Service and redesignated the Central Entitlement Control Section 
(New York). 

Under insurance: The Field Operations Service and Special Insur- 
ance Projects Service were abolished and the Insurance Operations 
Service (Washington) was established. In the Office of Assistant 
Administrator the position of executive assistant was eliminated and 
the positions of insurance counsel and general assistant for insur- 
ance were established. The designations of the Underwriting Serv- 
ice and the Actuarial Service were changed to Insurance Underwrit- 
ing Service and Insurance Actuarial Service. The Insurance 
Methods and Standards Service was established. 

2. Field—Ten hospitals have been completed and opened for the 
reception of patients at the following locations: Indianapolis (West 
10th Street), Ind., Iowa City, Iowa; Louisville, Ky.; Boston, Mass.; 
New Orleans, La.; Salt Lake City (Fort Douglas), Utah; East 
Orange, N. J.; Kansas City, Mo.; Atlanta, Ga.; and Baltimore, Md. 
Five hospitals have been closed, all of these at or near locations where 
new hospitals have been opened, and one hospital is closed temporarily 
for conversion. 

Consolidations of certain activities of regional offices and hospitals 
have been effected at the following locations: Baltimore, Md., Dallas, 
Tex., Denver, Colo., and St. Paul, Minn., regional offices; and Boston, 
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Mass., Denver, Colo., Manchester, N. H., Minneapolis, Minn., Phoenix, 
Ariz., Salt Lake City, Utah, and Wilkes-Barre, Pa., hospitals. Con- 
solidations of certain activities are now pending completion at Syra- 
cuse, N. Y., Wilkes-Barre, Pa., and Albany, N. Y., hospitals. 

Consolidation of the Seattle, Wash., and the Chicago, IIl., district 
offices (handling activities in connection with national service life 
insurance and death claims) with the district office at St. Paul, Minn., 
and consolidation of the Oakland, Calif., and the St. Louis, Mo., dis- 
trict offices with the district office at Denver, Colo., were effected by 
March of 1952. The VA organization existing at St. Paul and Denver 
at the time of consolidation consisted of a district office and a regional 
office operating as a center under a single manager. The consolida- 
tion of insurance and death claims activities at those stations so in- 
creased the district office activities that they were separated from 
regional office activities and are now operating under independent 
management. From a total of 55 regional offices, 7 district offices, and 
2 centers having regional office and district office activities, there now 
remain 57 regional offices and 5 district offices. 

Thirty-three Veterans’ Administration offices, which are small VA 
installations under the various regional offices, have been closed due 
to decrease in workload, and the Oakland, Calif., Forms Depot, under 
the Publications Service of Contact and Administrative Services, as 
mentioned above, was also closed. 

3. Changes in organization planned for 1953.—The present organi- 
zation of the Veterans’ Administration is as shown by the organiza- 
tional titles on the chart. Detailed study was made of a management 
survey completed in 1952 by the Booz, Allen & Hamilton Co. On 


November 26, 1952, two sets of that report, together with the Admin- 
istrator’s statement on reorganization and a _—. new chart of 


organization, were furnished the Committee on Government Opera- 
tions. On January 12, 1953, a monograph giving a résumé of all 
surveys and recommendations for reorganization of the Veterans’ 
Administration, and containing outline charts, was also furnished 
to the committee. 

These surveys and recommendations for -reorganization are now 
undergoing review by appropriate committees of the Congress, by 
agencies, and by various organizations. 


REORGANIZATIONS EFFECTUATED BETWEEN JANUARY 1, 1947, AND 
JANUARY 1, 1953 


During the 6-year period in which these reports have been compiled 
by this committee, there have been a number of major changes in de- 
partment and independent agency structures. The following table 
sets forth 20 such agencies which have been abolished or transferred 
to other agencies, and lists 29 new agencies (or changes in name) which 
have been established during this period: 


AGENCIES ABOLISHED, OR TRANSFERRED TO OTHER AGENCIES, SINCE 1947? 


1. Commission on Organization of the Executive Branch of the Government. 
2. Commission on Renovation of the Executive Mansion. 

3. Displaced Persons Commission. 

4. Economie Cooperation Administration. 


* See appendix A, pp. 31-32, for authority. 
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5. Federal Works Agency. 
. Maritime Commission, United States, 
Motor Carrier Claims Commission, 
.. National Archives. 
. National Capital Park and Planning Commission (name changed to Nationa] 
Capital Planning Commission). 
. National Capital Sesquicentennial Commission. 
. National Housing Agency. 
. National Military Establishment (name changed to Department of Defense), 
3. Office of Defense Transportation. 
. Office of the Housing Expediter. 
. Office of Scientific Research and Development. 
. Office of Temporary Controls. 
. Philippine Alien Property Administration. 
. Philippine War Damage Commission. 
. War Assets Administration. 
. War Department (name changed to Department of the Army). 


AGENCIES CREATED SINCE 1947 


_ 


Air Force, Department of the. 
Atomic Energy Commission. 
Commission on Organization of the Executive Branch of the Government 
Commission on Renovation of the Executive Mansion. 
Defense, Department of. 
Defense Materials Procurement Agency. 
Defense Production Administration. 
. Defense Transport Administration. 
. Displaced Persons Commission. 
. Economie Cooperation Administration. 
. Economie Stabilization Agency. 
. Federal Civil Defense Administration. 
Federal Coal Mine Safety Board of Review. 
. General Services Administration. 
. Housing and Home Finance Agency. 
Indian Claims Commission. 
Motor Carrier Claims Commission. 
.. Mutual Security Agency. 
. National Capital Planning Commission. 
. National Capital Sesquicentennial Commission. 
. National Science Foundation. 
. National Security Training Commission. 
. Office of the Housing Expediter. 
. Office of the Secretary of. Defense. 
. Renegotiation Board. 
. Small Defense Plants Administration. 
. Subversive Activities Control Board. 
. Veterans’ Education Appeals Board. 
. War Claims Comnission. 
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APPENDIX A. PERSONNEL SUMMARY 


The following table includes all paid personnel assigned to each Federal estab 
lishment as reported to the committee by the various departments and agencies, 
as of the dates indicated. The total includes 218,725 part-time and w. a. e.’s 
(when actually employed), and 205,210 overseas personnel, of which 116,005 
are nationals of other countries, but excludes 58,759 w. o. c.’s (employees serving 
without compensation). Excluded also are 41,866 uncompensated einployees 
of the Selective Service System serving as local board members advisers to 
registrants, ete.; 5,362 seamen employed by the Maritime Administration, De- 
partment of Commerce; military personnel performing civilian functions in the 
Office of the Special Representative in Europe of the Mutual Security Agency; 
and employees of the Central Intelligence, which information is classified for 
security reasons. The General Accounting Office, Government Printing Office 
Library of Congress, and the Architect of the Capitol (all within the legis 
lative branch of the Government), and the judicial branch, are excluded. 
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Organization of executive departments and agencies 





Jan. 1— 
Organization menare cone . ime . 
1947 wo | 108 | 1948 | 1949 1950 } ee | 1952 





—_—_——— 


Executive Office of the President 1, 027 929 | _1, 204 1, 169 ,491 | __ 1, 252 
Executive departments. . ......--.---- |2,790,206 nee 1,598 898,782 |1,607 340 815,877 (2,124,158 
epartment of State. iad si 2, 7 20, 707 7 26 23, 735 25, 380 30, 194 
epartment of Defense: ! 
— of the Secretary of De- 
fen oe i 705 » ane » 915 2, 201 2, 157 
Deps artment of the Army_......| 629, 194 | 377, 692 | 367.3: 7,387 | 433,970 | 530, 883 
Department of the Navy 377, 284 | 339,236 | 363,415 | 288,065 | 365,082 | 462, 835 
Department of the Air Force....|_ _-- 111, 709 57, 796 50, 74: h, 357 | 281,052 
Department of the Treasury. - - ---- 102, 447 85, § 89, 77 i, OF 8, 321 89, 409 
Department of Justice .........--.-| 24,230] ; 5.136 | 26,2 .46R ) 31,306 
Post Office Department. ---}| 458, 988 | 465, 4 508, ; 35, 74! 5, 278 | 511, 809 
Department of the Interior... ...- 49, 695 46, 039 , 342 54, 38 59, 194 54. 066 
Department of Agriculture. . A 80,325 | 67,851 | 71,842] 79,6 479 | 66, 162 
Department of Commerce... a 7, 600 37, 036 , 139 5, 206 5, 799 55 947 
Department of Labor 7,749 4. 430 7 . 348 7, 638 


Independent agencies. .........---.---- 471, 332 | 387, 206 | 372, 68! 347, 994 | 359, 002 
A merican Battle Monuments Com- 








101 5 37 639 406 
Atomic E nergy Commission 2 4, 757 4, 827 _ 8 6, 086 , 790 
Civil Aeronautics Board 57 672 b4¢ 581 570 
Civil Service Commission ..-_-.- 7 3, 440 3, 686 4, 071 
Commission on Organization of the 
Executive Branch of the Govern- 
WERE T cckoue 
Commission on Renovation of the 
Executive Mansion 4. _.._-- ‘ 
Defense Materials Procurement 
Agency e 
Defense Production Administra- 


Defense Transport Administra- 
| ee vbiwun deninemesiiode alc penkealetes 
Displaced Persons Commission §- 116 
Economic Cooperation Adminis- 
tration *____ 10), 757 
Economic Stabilization Agency 5 
Export-Import Bank of W ashing- 
UN. 35. al Saietiansvade--bews 
Federal Civil Defense Administra- 
tion ° 
Federal Coal Mine Safety Board of 
Review : 
Federal C ommunications Commis- 
1, 321 


1, 181 1, 158 

Federal Mediation and Concilia- 

tion Service _. (3) 396 
Federal Power Commission 790 786 

Federal Security Agency 31,516 | 34,474 
Federal Trade Commission - . 554 567 
Federal Works Agency 24, 420 22, 785 
General Services Administration '5 sailed 
Housing and Home Finance 

Agency ' 
Indian Claims Commission 1” 
Interstate Commerce Commission. . 
Joint Chiefs of Staff 
Maritime Commission 
Motor Carrier Claims Commis- 

sion 2 
Mutual Security Agency *! 
National Advisory Committee for 

Aeronautics... - 
Nationa] Archives 
National Capital Housing Author- 

i 


Federal Deposit Insurance Corp- 


Natioral Capital Planning Com- 
mission 33__ 

National Capital Sesquicentennial 
Commission % 

National Housing Agency ™ 

National Labor Relations Board. -- 

National Mediation Board. -.-._- ae 

National Security Training Com 





National Science Foundation %___. 
Office of Defense Transportation 7” 


See footnotes at end of table. 
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Organization of executive departments and agencies—Continued 


Jan. 1— 


1948 | 1949 | 1950 | 1951 | 1952 | 1953 


Organization 


Independent agencies—Continued 
ffice of the Housing Expediter * __ 4, 665 4,819 4,153 
Office of Scientific Research and 
Development _.._.......... 
Office of Temporary Controls ® 
Panama Canal Company ®___..... 
Philippine Alien Property Admin- 
istration 3? 
Philippine War Damage Gommis- 
sion 8 
Railroad Retirement Board 
Reconstruction Finance 
Renegotiation Board 4 
Securities and Exchange Commission... 
Selective Service System 
Small Defense Plants Administra- 
tion 3 
Smithsonian Institution...- 
Subversive Activities Control 
Board % 
Tariff Commission 
Tax Court of the United States --._- ce ‘ 
Tennessee Valley Authority : 3, 98: 12,864 | 15,161 
Veterans’ Administration... ........ 26 ‘ 195, 535 | 187, 464 
Veterans’ Education Appeals 
Board ” 
War Assets Administration 4___...| 56,575 
War Claims Commission * < 57 | 221 


>_>_—_— 


a i a ar _..| 2,262,425 |1,969,899 (2,072,671 |1,961,029 '2,165,362 12,484,412 2, 564111 


1 National Military Establishment created by act approved ~~ 26, 1947. Established as an executive 
department of the Government, and designated Department of Defense by Public Law 216, 81st Cong., 
Aug. 10, 1949. 

? Established | Atomic Energy Act approved Aug. 1, 1946. Organized Jan. 1, 1947. Formerly Man- 
hattan Engineer District, War Department. Transferred under Executive Order No. 9816. 

+ Established by Public Law 162, 80th Cong., approved July 7, 1947, Ceased to exist June 12, 1949, pur. 
suant to act. 

4 Established by Public Law 40, 81st Cong., Apr. 14, 1949, Terminated Oct. 31, 1952, pursuant to act, 

§ Established by Executive Order No. 10281, Aug. 28, 1951. 

¢ Established as independent agency by Executive Order No. 10200, Jan. 3, 1951, 

1 Established by Executive Order No. 10161, Sept. 9, 1950. 

* Established by Displaced Persons Act, Public Law 774, 80th Cong., June 25, 1948. Terminated by 
Executive Order No. 10382, effective Sept. 1, 1952. 

* Established by Economic Cooperation Act, approved Apr. 3, 1948. Terminated Dec. 30, 1951, and 
functions transferred to Mutual Security Agency, Executive Order No. 10300. 

10 Does not include aliens employed under Foreign Service regulations. 

"! Established by Executive Order No. 10186, Dec. 1, 1950. Personnel included in Executive Office of the 
President. Becameindependent agency under Public Law 920, 8ist Cong., Jan. 12, 1951. 

12 Established as independent agency by Public Law 552, 82d Cong., July 16, 1952. 

3 Formerly under Department of Labor, Established as independent agency under Labor-Management 
Relations Act, approved June 23, 1947. 

4 ‘T’ransferred to General Services Administration, July 1, 1949, Public Law 152, 81st Cong. 

18 Established by Public Law 152, 81st Cong., July 1, 1949. 

% Established by Reorganization Plan No. 3 of 1947, July 27, 1947. 

17 Created by Public Law 726, 79th Cong., Aug. 13, 1946. 

18 Included under Department of Defense. 

19 Transferred to Department of Commerce, Reorganization Pian No. 21, effective May 24, 1950. 

® Established July 2, 1948, Public Law 880, 80th Cong. Terminated Dec. 31, 1952, Public Law 282, 82d 


ong. 

21 Established by Public Law 165, 82d Cong., Oct. 10, 1951. Functions of Economic Cooperation Admin- 
istration transferred to MSA under Executive Order No. 10300, Dec. 30, 1951. 

Onn dee Law 592, 82d Cong., July 19, 1952, changed name from ‘National Capital Park and Planning 
om mission 
nae under Public Law 203, 80th Cong., July 18, 1947. Terminated Dec. 31, 1952, Public Law 

, SIst Cong. 

* NHA dissolved upon creation of HH FA by Reorganization Plan No. 3 of 1947, effective July 27, 1947. 

% Established under Public Law 51, 82d Cong., Juno 19, 1951. 

% Established under Public Law 507, May 10, 1950. 

” Terminated by Executive Order No. 10065, effective July 1, 1949. 

% Established as an independent agency by Executive Order No. 9820, Jan 11,1947. Abolished by Public 
Law 69, 82d Cong., July 31, 1951, and personnel transferred to Office of Rent Stabilization, a component of 
the Economic Stabilization Agency. 

% Terminated by Executive Order No. 9913, Dec. 26, 1947. 

%® Terminated by Executive Order No. 9841, effective June 1, 1947. . 

31 Effective July 1, 1951, under Public Law 841, 8lst Cong., and Executive Order No. 10263, June 29, 1951, 
the maintenance and operation of the canal enterprise became vested in the Panama Canal Company. 
a snes and functions transferred to Department of Justice under Executive Order No, 10254, June 

» 1951, 

33 Ceased to exist Mar. 31, 1951, pursuant to Public Law 759, 81st Cong. 

4 Established under Public Law 9, 82d Cong., Mar 23, 1951. 

38 Established under Public Law 96, 82d Cong., July 31, 1951. 

% Established Sept. 22, 1950, Public Law 831, 81st Cong, 

37 Established July 13, 1950, Public Law 610, 81st Cong. 

% Established by Public Law 896+ 8pproved July 3, 1948. 
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EXTENSION OF FREE POSTAGE FOR MEMBERS OF ARMED 
FORCES IN KOREA AND COMBAT ZONES 


Marcu 11, 1953.—Ordered to be printed 


Mr. Caruson, from the Committee on Post Office and Civil Service, 
submitted the following 


REPORT 


[To accompany H. R. 2466] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (H. R. 2466) to amend the act of July 12, 1950 
ch. 460, 64 Stat. 336), as amended, which authorizes free postage 
for members of the Armed Forces of the United States in specified 
areas, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 


STATEMENT 


It is the purpose of this legislation to extend, subject to such rules 
and regulations as the Postmaster General may prescribe, existing free 
mailing privileges for members of the Armed Forces of the United 
States on active duty in Korea or in such areas as the President of 
the United States may hereafter designate as combat zones or theaters 
of operations. When specilied by the sender, such letters weighing 
not more than 1 ounce will be transmitted by airmail when air space 
is available. The extension of this privilege will be for a period of 2 
vears, from June 30, 1953, when the privilege will expire under existing 
law, until June 30, 1955. This free mailing privilege also will be 
extended to members of the Armed Forces of the United States while 
hospitalized outside the continental United States as a result of 
service in Korea or another such designated combat zone or theater 
of operations. The Department of the Army reports that many 
members of the Armed Forces are or may be hospitalized in Japan, 
Okinawa, Guam, and Hawaii because of service in Korea. 

Since the factors which prompted the granting of the free mailing 
privilege still exist, it is the view of the committee that the privilege 
should be extended for an additional 2 years. It was also the view 
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of the committee that the extension of this privilege to members 
of the Armed Forces who are hospitalized because of service in 
Korea is consistent with the principles under which the privilege 
was first granted by Public Law 609, 81st Congress, to expire June 
30, 1951, and was extended to June 30, 1953, by Public Law 54, 
2d Congress. 

The Department of Defense recommendation on this legislation 
included, in addition to the foregoing, proposals that (1) there be 
no time limit on the free mailing privilege, and (2) the privilege 
be extended also on a reciproc ral ~ basis to members of the Armed 
Forces of Allied troops serving in Korea. These additional De- 
partment of Defense proposals are not included in H. R. 2466. 

The Bureau of the Budget favors H. R. 2466 as reported by the 
committee. 

It is desirable that prompt action be taken on this legislation 
since the free mailing privilege is an important morale factor and 
the present law providing for such privilege will expire June 30, 1953, 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing’ 
Rules of the Senate, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets; new matter is printed in italics; existing 
law in which no change is proposed i is shown in roman): 


Act oF Juxy 12, 1950 (64 Star. 336) 
AN ACT To provide free postage for members of the Armed Forces of the United States in specified areas 


Be it enacted by the Se nat e and House of Representatives of the United States of 
America in Congress assembled, That any first-class letter mail matter admissible 
to the mails as ordinary mail matter which is sent by a member of the Armed 
Forces of the [United States, ] United States (1) while on active duty or in the 
active service of the Armed Forces of the United States in Korea and such other 
areas as the President of the United States may hereafter designate as combat 
zones or theaters of military [operations,] operations; or (2) while hospitalized 
outside the continental limits of the United States when such hospitalization is a resuit 
of service in Korea and such other areas as the President of the United States may 
hereafter designate as combat zones or theaters of military operations; to any person 
in the United States, including the Territories and possessions thereof, shall be 
transmitted in the mails free of postage, subject to such rules and regulations as 
the Postmaster General may [prescribe: Provided, That, when] describe. When 
specified by the sender, letters weighing not to exceed one ounce shall be trans- 
mitted to destination by air mail, dependent upon air space availability therefor. 
Sec. 2. The free mailing privileges above granted shall become effective upon 
the date of enactment of this Act and shall continue until [June 30, 1953] June 30, 
1955, unless terminated at an earlier date by concurrent resolution of the Congress, 
or by direction of the President. 
O 
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30. | | not more than 1 ounce will be transmitted by airmail when air space 
is available. The extension of this privilege will be for a period of 2 
vears, from June 30, 1953, when the priv ilege will expire under existing 
law, until June 30, 1955. This free mailing privilege also will be 
extended to members of the Armed Forces of the United States while 
hospitalized outside the continental United States as a result of 
service in Korea or another such designated combat zone or theater 
of operations. The Department of ‘the Army reports that many 
7} members of the Armed Forces are or may be hospitalized in Japan, 
) Okinawa, Guam, and Hawaii because of service in Korea. 

Since the factors which prompted the granting of the free mailing 
privilege still exist, it is the view of the committee that the privilege 
should be extended for an additional 2 years. It was also the view 
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of the committee that the extension of this privilege to members 
of the Armed Forces who are hospitalized because of service ip 
Korea is consistent with the principles under which the privilege 
was first granted by Public Law 609, 81st Congress, to expire June 
30, 1951, “and was extended to June 30, 1953, by Public Law 54, 
82d C ongr ess. 

The De ‘partment of Defense recommendation on this legislation 
included, in addition to the foregoing, proposals that (1 ) there be 
no time limit on the free mailing privilege, and (2) tne privilege 
be extended also on a reciproc al basis to members of the Armed 
Forces of Allied troops serving in Korea. These additional De- 
partment of Defense proposals are not included in H. R. 2466. 

The Bureau of the Budget favors H. R. 2466 as reported by the 
committee. 

It is desirable that prompt action be taken on this legislation 
since the free mailing privilege is an important morale factor and 
the present law providing for such privilege will expire June 30, 1953, 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in asaaee law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets; new matter is printed in italics; existing 
law in which no change is proposed is shown in roman): 


Act oF Juny 12, 1950 (64 Srar. 336) 
AN ACT To provide free postage for members of the Armed Forces of the United States in specified areas 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That any first-class letter mail matter admissible 
to the mails as ordinary mail matter which is sent by a member of the Armed 
Forees of the [United States, ] United States (1) while on active duty or in the 
active service of the Armed Forces of the United States in Korea and such other 
areas as the President of the United States may hereafter designate as combat 
zones or theaters of military Loper: ations, ] operations; or (2) while hospitalized 
outside the continental limits of the United States when such hospit alization is a resutt 
of service in Korea and such other areas as the President of the United States may 
hereafter designate as combat zones or theaters of military operations; to any person 
in the United States, including the Territories and possessions thereof, shall be 
transmitted in the mails free of postage, subject to such rules and regulations as 
the Postmaster General may [prescribe: Provided, That, when] describe. When 
specified by the sender, letters weighing not to exceed one ounce shall be trans- 
mitted to destination by air mail, dependent upon air space availability therefor. 

Sec. 2. The free mailing privileges above granted shall become effective upon 
the date of enactment of this Act and shall continue until [June 30, 19539 June 30, 
1955, unless terminated at an earlier date by concurrent resolution of the Congress, 
or by direction of the President. 

O 
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sp CONGRESS { SENATE ( Report 
Ist Session j No. 82 


AUTHORIZING THE APPOINTMENT OF A DEPUTY 
DIRECTOR OF CENTRAL INTELLIGENCE 


Marcu 13, 1953.—Ordered to be printed 


Mrs. Smita (for Mr. SatTonsTAuy), from the Committee on Armed 
Services, submitted the following 


REPORT 
[To accompany 8. 1110] 


The Committee on Armed Services, to whom was referred the bill 
(S. 1110) to authorize the appointment of a Deputy Director of Cen- 
tral Intelligence, having considered the same, report favorably thereon 
with amendment and recommend that the bill, as amended, do pass. 


AMENDMENTS 


On page 1, line 3, after the word ‘‘appoint”’ insert a comma and the 
following: “‘by and with the advice and consent of the Senate,”’ 

On page 1, after the comma in line 5 insert the following: “whether 
in an active or retired status,’ 

On page 3, line 2, strike out ‘(including personal money allowance)” 
and insert in Jieu thereof the folle owing: “(active or retired, as the 
case may be, including personal money ¢ allowance)” 

At the end of the bill insert the following new section: 

Sec. 5. The rank or grade of any such commissioned officer shall, during the 
period in which such commissioned officer occupies the office of Deputy Director 
of Central Intelligence, be in addition to the numbers and percentages otherwise 
authorized and appropriated for the armed service of which he is a member. 


PURPOSE OF THE BILL 


The purpose of the bill is to authorize the President to appoint a 
Deputy Director of Central Intelligence from among the commis- 
sioned officers of the Armed Forces and to free any officer so appointed 
from military control or military command functions and to authorize 
him to hold rank and grade not lower than that in which serving 
at the time of his appointment. 
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EXPLANATION OF THE BILL 


Reasons why the legislation is desirable 


Under existing law (10 U. S. C. A. 576), a commissioned officer of 
the armed services must cease to be a military officer and have his 
commission vacated in case he is appointed to hold any civil office. 
Sections 102 (a) and 102 (b) of the National Security Act of 1947, gs 
amended, authorize the President to appoint, by and with the advic¢ 
and consent of the Senate, a Director of Central Intelligence from 
among the commissioned officers of the Armed Forces or from indj- 
viduals in civilian life. Heretofore, the Directors so appointed haye 
been from among the commissioned officers of the armed services, 
An individual from civilian life has recently been appointed and con- 
firmed as Director of Central Intelligence and since it appears desir- 
able to continue the practice of having an experienced military officer 
in one of the two top positions in Central Intelligence, this legislation 
authorizes the appointment of a Deputy Director under substantially 
the same terms as are provided in the National Security Act, as 
amended, for the appointment of the Director of Central Intelligence. 
In the form received by the committee, the bill did not require the 
advice and consent of the Senate to the appointment of the Deputy 
Director of Central Intelligence, but the committee amended the bil 
to require the advice and consent of the Senate in conformance with 
existing law governing the appointment of the Director of Central 
Intelligence. 


Special provisions applicable to military officers 


The bill contains provisions designed to free a military officer 
appointed as Deputy Director from supervision or control from higher 
echelons, and from responsibility for, or direction of, lower echelons 
in the Military Establishment while serving in the position of Deputy 
Director. In the case of a military officer appointed as Deputy Diree- 
tor, provision is made to protect all rights and privileges arising out 
of his military office. A commissioned officer of the Armed Forces 
serving as Deputy Director would continue to receive the pay and 
allowances to which an officer of his grade and length of service is 
entitled, for which the appropriate military department would bh 
reimbursed from funds available to the Central Intelligence Agence) 
In the event the military pay and allowances of the officer were less 
than the rate established for the position of Deputy Director, the 
officer would also be paid by the Central Intelligence Ageney com- 
pensation equal to the amount by which the salary established for 
the office exceeds the amount of his annual military pay and allow- 
ances. The committee amended the bill so as to make possible tli 
appointment of a retired officer on the same basis that an active officer 
might be appointed. 


RECOMMENDATIONS OF THE EXECUTIVE BRANCH 


Letters from the Director of the Central Intelligence Agency and 
the Department of the Air Force commenting on the original text of 
the bill are attached hereto and made a part of this report. The 
amendment suggested by the Department of the Air Force on behal! 
of the Department of Defense was adopted by the committee with 
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additional provision to make clear that one additional officer will be 
allowed the armed service of which the Deputy Director may be a 
member only so long as the commissioned officer is serving as De »puty 
Director of Central Intelligence. The bill in its amended form is 
concurred in by the departments concerned. 


CENTRAL INTELLIGENCE AGENCY, 
OFFICE OF THE DIREC TOR, 
Washington D, C., February 24, 1958. 
Hon. LEVERETT SALTONSTALL, 
Chairman, Committee on Armed Services, 
United States Senate, Washington D. C. 


Dear Mr. CHarrMAN: There is forwarded herewith a draft of legislation to 
authorize the President to appoint a Deputy Director of Central Intelligence from 
among individuals in private life or commissioned officers of the armed services. 

Up to the present the office of the Director of Central Intelligence has been 
held by commissioned officers of the armed services as was authorized by law. 
= such authority exists for the position of the Deputy. This proposed legislation, 

therefore, would permit the appointment of such an officer and would insofar as 
possible free him from the outside control which would normally apply to an 
officer of the armed services and from any command functions except as may 
pertain to the office of Deputy Director. On the other hand, it provides that he 
would retain the military status and grade held by him immediately prior to such 
appointme nt. 

This proposed bill has been submitted to the Bureau of the Budget, and we have 
been advised that they have no objection to its presentation to the Congress 
in its present form, 

Sincerely, 
ALLEN W. Du.ues, Acting Director. 


DEPARTMENT OF THE AIR ForcE, 
OFFICE OF THE SECRETARY, 
Washington, March 10, 1958. 
Hon. LEVERETT SALTONSTALL, 
Chairman, Committee on Armed Services, 
United States Senate. 


Dear Mr. CuarrMan: I refer to your request for the views of the Department 
of Defense on 8. 1110, a bill to authorize the appointment of a Deputy Director 
of Central Intelligence. The Secretary of Defense has assigned to the Depart- 
ment of the Air Force responsibility for providing your committee with a report 
on this legislation on behalf of the Department of Defense. 

The purpose of 8. 1110 is to authorize the President to appoint a Deputy 
Director of Central Intelligence from among individuals in civilian life or com- 
missioned officers of the armed services. It contains provisions pertaining to the 
rate of compensation which the individual appointed to such position shall receive, 
and protects the military status, rights, privileges, and benefits of commissioned 
officers of the armed services appointed to such position. 

In the interest of national security, the Department of Defense is in aecord 
with providing statutory authority to facilitate the appointment of a commis- 
sioned officer of the armed services to this important position. It is believed 
that such a provision of law will facilitate selection and appointment of the most 
highly qualified men available. It is desired to point out, however, that in its 
present form the bill would adversely affect the armed service of which the 
ippointee is &@ member. 

When a commissioned officer is appointed to fill the position to be established 
by the bill, the duties and responsibilities which he is discharging at the time of 
his appointment must be assumed by another officer. There is no change in the 
mission and requirements of the armed service of which he is a member and which 
form the basis for the officer ranks and grades authorized and appropriated for 
that armed service. Allocation of one of these ranks or grades to a position out- 
side of the Department of Defense and to which no consideration was given at 
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the time authorizations were made would not appear to be sound practice. It ig 
therefore, recommended that a new section be added following section 4, to read 
as follows: 

“Sec. 5. The rank or grade of any such commissioned officer shall be in addition 
to the numbers and percentages otherwise authorized and appropriated for the 
armed service of which he is a member.” 

Incorporation of the above language would not have the effect of authorizing 
an additional rank or grade for the armed service concerned since the numbers of 
such ranks or grades available for utilization by that armed service in discharging 
its assigned missions and responsibilities would remain unchanged. 

FEnactment of this proposed legislation will not result in the expenditure of any 
additional funds by the Department of Defense. 7 

This report has been coordinated among the departments and boards of the 
Department of Defense in accordance with procedures prescribed by the Secretary 
of Defense. 3 

The Bureau of the Budget has advised that there is no objection to the submis. 
sion of this report. 

Sincerely yours, 
Haroup E. Tatsorrt, 
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Ist Session No. 83 


AUTHORIZING THE USE OF CERTIFICATES BY OFFICERS OF THE 
ARMED FORCES OF THE UNITED STATES, IN CONNECTION WITH 
CERTAIN PAY AND ALLOWANCE ACCOUNTS OF MILITARY AND 
CIVILIAN PERSONNEL 


Marcu 13, 1953.—Ordered to be printed 


Mr. Casr, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany 8S. 1078] 


The Committee on Armed Services, to whom was referred the bill 
(S. 1078) to authorize the use of certificates by officers of the Armed 
Forces of the United States, in connection with certain pay and allow- 
ance accounts of military and civilian personnel, having considered the 
same, report favorably thereon with an amendment and recommend 
that the bill, as amended, do pass. 


AMENDMENT TO THE BILL 


_ On page 2 beginning on line 10 delete all of section 2 and insert in 
lieu thereof the following: 


Sec. 2. This Act shall take effect on April 2, 1953, and shall expire on April 1, 
1954. 


PURPOSE OF THE BILL 


The bill proposes that for the period beginning April 2, 1953, through 
April 1, 1954, certificates of officers of the Armed Forces shall be suffi- 
cient, without additional evidence, for attesting to certain facts relating 
to papers involving pay and allowances. 


EXPLANATION OF THE BILL 
Eristing law 

Since the act of October 26, 1942 (ch. 624, 56 Stat. 987; 50 U.S.C. 
App. 836), temporary legislation has been in effect which has provided 
that without additional evidence certificates of officers of the Armed 
Forces would be accepted as supporting payments based upon the 
certificates. The 1942 act was extended to April 1, 1953, by Public 
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Law 450, 82d Congress. This bill has the effect of continuing for | 
year the substantive legislation provided in the act of October 26, 1942. 


Amendment by the committee 


The bill, as referred to the committee, would have continued the 
basic act in the form of permanent legislation. The amendment 
reported by the committee would in effect extend the legislation for g 
period of 1 year. The committee recognizes the need for the continu- 
ance on a temporary basis of legislation permitting certificates by 
officers, but at the same time is “of the opinion that careful study 
should be given to the question of permanent legislation on this 
matter. 

Urgency of the bill 

The urgency of the bill arises from the fact that the present law 
will expire on April 1, 1953, under the Emergency Powers Continu- 
ation Act (Public Law 450, 82d Cong.). Should the legislation 
providing for certification by officers be allowed to expire, a heavy 
administrative burden will be imposed on both the officials disbursing 
pay and allowances and on the officers to whom the payments are due, 
Prior to the enactment of the original act, for instance, if an officer 
became separated from his official records, certain pay was withheld: 
from him until the facts supporting such pay were certified to by 
proper authorities. In times of war or national emergency, therefore, 
when large numbers of troops are in continuous movement, it is 
necessary to allow certification of certain facts in order to prevent 
hardship. 

DEPARTMENTAL RECOMMENDATIONS 


The Department of Defense recommended S. 1078 as permanent 
legislation. <A letter from the Department of Defense recommending 
the enactment of the bill in the form in which it was introduced is 
attached and is made a part of this report. 

The General Accounting Office opposed the. bill in the form of 
permanent legislation, as it was referred to the committee. That 
office was of the opinion that such legislation should be in effect only 
during times of war and national emergency such as the present period 
and that there should be additional safeguards against abuses of 
certification during normal times of peace. 

OFFICE OF THE SECRETARY OF DEFENSE, 
Washington 25, D. C., February 10, 1953 


Hon. Ricuarp M. NIxon, 
President of the Senate. 

Dear Mr. Presipent: There is forwarded herewith a draft of legislation 
to authorize the use of certificates by officers of the Armed Forces of the United 
States in connection with certain pay and allowance accounts of military and 
civilian personnel. 

This proposal is a part of the Department of Defense legislative program 
for 1953 and the Bureau of the Budget has advised that it has no objection 
to the presentation of this proposal to the Congress, The Department of Defense 
recommends that it be enacted. 


PURPOSE OF THE LEGISLATION 


The act of October 26, 1942 (56 Stat. 987; 50 U. 8S. C. App. 836), authorizes 
officers to certify to the existence of certain facts in connection with pay and 
allowances of civilian and military personnel without the necessity of any other 
supporting evidence or certificates. Under conditions designated by the Secre- 
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tarv concerned, officers in the Army, Navy, Air Force, Marine Corps, and Coast 
Guard are permitted to certify to the correctness of their own pay vouchers. 
Initially that act was made effective during World War II and for 6 months 
thereafter. However, the act, as extended by section 1 (a) (9) of the Emergency 
Powers Continuation Act, Public Law 450, 82d Congress, will now expire on 

April 1, 1953. 

‘The purpose of the proposed legislation is to replace the act of October 26, 
1942, which is temporary, with a similar permanent law. 

In the event that the present world situation continues beyond April 1, 1953, 
the existing authority would be terminated although the operational conditions 
making such authority an urgent necessity will continue. The procedures 
developed under the existing legislation have reduced the administrative paper 
work in connection with payment of pay and allowances due military personnel 
to a considerable degree; have reduced the number of documents required to 
substantiate claims for current pay and allowances; and have relieved command- 
ing officers and personnel officers of the necessity of attesting numerous papers 
in connection with payment of officer personnei. Destruction of records due to 
enemy action, acts of God, and other similar events would prevent commanding 
officers from certifying to pay and allowances due military personnel, since it 
would be impossible for such officers to have personal knowledge of all facts 
pertaining to pay accounts; and they would of necessity have to rely on records 
maintained for such purposes. Also, while the military forces are expanding, 
to require commanding officers to assume the additional administrative burden 
of certifving pay and allowance accounts would hamper them in performing their 
primary military dutv. Further, disbursing officers woula be hindered in making 
timely payments in many cases due to lack of supporting documents, absence of 
certificates or other records. 

In addition, there are numerous instances when it is essential that officers of 
the Armed Forces have authority to certify to certain facts in connection with 
their own pay and allowances. It is considered necessary, therefore, that, prior 
o the expiration of the act of October 26, 1942, on April 1, 1953, it be replaced 
v permanent legislation. 

One of the basic reasons for the enactment of the 1942 law was to alleviate the 
situation wherein an officer becomes separated from his official records. Prior to 
the enactment of that law, if an officer became separated from his official records, 
certain pay, for example extrahazardous pay, and allowances were withheld from 
him until the facts supporting the pay and allowances involved were certified to by 
the proper authority. The present law as extended by the Emergency Powers 
Continuation Act now permits an officer in these situations to certify on his own 
behalf to those facts. 

Similar to the requirement of the present law, the Secretaries of the departments 
concerned under the proposed legislation must designate the conditions under 
which, and the classes and types of facts to which, the members shall have au- 
thority to certify for purposes of receiving their pay and allowances. Such 
regulations as are prescribed by the Secretaries of the military departments would 
be subject to the approval of the Secretary of Defense. 


Department of Defense action agency 


The Department of the Navy has been designated as the representative of the 
Department of Defense for this legislation. 
Sincerely yours, 
Rocer Kent, 
General Counsel. 
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93» CONGRESS _ SENATE i. f Report 


Ist Session P ? 


CONTINUING THE EFFECTIVENESS OF THE MISSING 
PERSONS ACT, AS AMENDED AND EXTENDED, UNTIL 
JULY 1, 1954 


Marca 13, 1953.—Ordered to be printed 


\lr. HENDRICKSON, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany &. 1229] 


The Committee on Armed Services, to whom was referred the bill 
(S. 1229) to continue the effectiveness of the Missing Persons Act, as 
amended and extended, until July 1, 1954, having considered the same, 
report favorably thereon without amendment, and recommend that 
the bill do pass. 

PURPOSE OF THE BILL 


The bill proposes to continue the effectiveness of the Missing Per- 
sons Act, as amended and extended, until July 1, 1954. The statute 
would otherwise expire April 1, 1953. The bill would also incorporate 
certain language changes made in the act by Public Law 450, 82d 
Congress, 

EXPLANATION OF THE BILL 
Existing law 

Except for a period of approximately 11 months prior to the date of 
the Selective Service Act of 1948, the Missing Persons Act has been in 
effect since 1942. This statute is the sole authority under which heads 
of the executive departments are authorized to continue to credit the 
pay accounts of persons, within the scope of the statute, while missing, 
missing in action, interned, captured, or in similar status, or to con- 
tinue, make, or modify allotasente to their dependents buviea such 
periods of absence. 

[feet of the bill 

The bill makes no changes in the legislation presently in effect. 
It only extends the Missing Persons Act until July 1, 1954. In 
ad lition, the bill incorporate s certain language changes made in the 
Missing Persons Act by Public Law 450, 82d Congress. These 
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changes were designed to cover instances such as the Korean situation 
where there is no declared war. Public Law 450 expires on April |, 
1953. 
Urgency of the bill 

The urgency of the bill arises from the fact, as indicated above, 
that the legislation expires April 1, 1953. This act, as previously 
stated, provides the sole authority under which heads of departments 
may credit pay accounts of missing persons and prevent hardship with 
respect to dependents of those missing. The necessity for the con- 
tinuance of this legislation is emphasized by a recent release by the 
Department of Defense which stated that over 11,404 soldiers are 
currently being carried as captured or missing as a result of the 
Korean operation. 


DEPARTMENTAL RECOMMENDATION 


A letter from the Department of Defense recommending the enact- 
ment of the pending bill is attached hereto and made a part of this 
report. 


OFFICE OF THE SECRETARY OF DEFENSE, 
Washington, D. C., March 4, 165 
Hon. LEVERETT SALTONSTALL, 
Chairman, Committee on Armed Services, 
United States Senate. 


DeEAaR Mr. CuHarrMAN: There is forwarded herewith a draft of legislation to 
continue the effectiveness of the Missing Persons Act, as amended and extended 
until July 1, 1954. 

This proposal is a part of the Department of Defense legislative program for 
1953, and the Bureau of the Budget has no objection to its presentation to th 
Congress. The Department of Defense recommends that it be enacted. 

Purpose of the legislation —This proposal would extend until July 1, 1954, the 
Missing Persons Act (56 Stat. 143), as amended (50 U. 8. C. App. 1001 et. seq 
Under present law the act will expire April 1, 1953 (Public Law 450, 82d Congress 
At the outbreak of hostilities in World War II there was no law which authorized 
the services to make adequate provisions for the dependents of certain categories 
of persons who for various causes were placed in a missing status. The lack of 
such legislation during the early months of that emergency not only subjected the 
dependents to hardships but also confronted the military services with many 
administrative problems in an attempt, adequately and equitably, to minister to 
their needs. 

In order to correct this condition, the Congress enacted the Missing Persons 
Act on March 7, 1942, and the military services operated under that law until it 
was abrogated by section 3 of the act of July 25, 1947 (61 Stat. 451). It was 
realized, however, that there was a continued need for legislation of this type 
because of the mounting tension throughout the world and the increasing number 
of international incidents which involved mysterious disappearances or detentior 
of individuals at the will of an unfriendly power or hostile minority ; large numbers 
of civilians as well as military personnel continued to serve within or in the near 
vicinity of those troubled areas, 

Consequently, such legislation was revived by section 4 (e) of the Selective 
Service Act of 1948 (62 Stat. 608). In enacting the Universal Military Training 
and Service Act (Public Law 51, 82d Cong.), which is in fact an anendment to the 
Selective Service Act of 1948, the Congress made no change in section 4 (e), supra 
It is believed that legislation of this type is necessary to meet the present demands 
of the international situation and would be essential immediately in the event of 
war. 

The Department of Defense believes that the Missing Persons Act should be 
revised and enacted as permanent legislation, but the subject is a complicated 
one and requires an extensive study. Such a study is currently being conducted 
within the Department of Defense, in conjunction with other interested depart- 
ments and agencies of the executive branch. In the interim, however, it is highly 
desirable that existing legislation be continued in effect. 
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F Legislative references.—Related legislation which has been recently before the 
Congress are H. R. 1199, which became Public Law 131, 82d Congress: House 
Joint Resolution 423, which became Public Law 313, 82d Congress; and House 
Joint Resolution 477, which became Public Law 450, 82d Congress. Public Law 
450 provided that the Missing Persons Act should expire April 1, 1953, or within 
6 months of termination of the emergency proclaimed on December 16, 1950, 
whichever is earlier. 

Cost and budget data.—Since the number of persons on whose accounts payments 
are made under the Missing Persons Act fluctuates directly in ratio to combat 
operations, it is impossible to state with any degree of accuracy the cost of con- 
tinuing this act in effect. However, the Department of the Army has developed 
the following data for the period January 1 to June 30, 1952 as illustrative of the 
magnitude of the costs under current conditions: 


Number Amount 
Officers..---- esos - “ a | 467 $1, 265, 561 
Warrant officers. ..- ee i 18 40, 014 
Enlisted... -..- cara oeleandins . cotati mane 9, 547 &, 301, 522 


Department of Defense action agency.—The Department of the Army has been 
designated as the representative of the Department of Defense for this legislation. 
Sincerely vours, 
(Signed) R0GER KENT, 
General Counsel. 
Enclosures. 


CHANGES IN Existinec Law 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, there is printed in parallel columns (facing pages) 
the text of provisions of existing law which would be repealed or 
amended by the various provisions of the bill: 


REPEALS 


EXISTING LAW THE BILI 


Section 1 (a) (7) of the Emergency Sec. 2. Section 1 (a) (7) of the Emer- 
Powers Continuation Act (ch. 570, 66 geney Powers Continuation Act (ch. 
Stat. 331): (1) Aet of March 7, 1942 570, 66 Stat. 331) is repealed without 
(ch. 166, sees. 1-12, 14, and 15, 56 Stat. effect upon rights accrued, liabilities in- 
143-147, as amended (50 U.S. C. App. curred, or actions taken thereunder. 
1001-1012, 1014, 1015) and as extended 
by section 4 (e) of the Act of June 24, 

1948 (ch. 625, 62 Stat. 608; 50 U.S. C. 
App. 454 (e)). Effective for the period 
of time provided for in the opening para- 
graph of this subsection, sections 2, 6, 9, 
12, and 14 of said Act of March 7. 1942, 
as they read immediately before the en- 
actment of Public Law 313, Eighty- 
second Congress, are amended as fol- 
lows, and, as so amended, are further 
extended in accordance with section 4 
(e) of said Act of June 24, 1948: 

_ (A) Seetion 2 (50 U. 8. C. App. 1002) 
is amended by deleting “interned in a 
neutral country, captured by an enemy” 
and inserting in lieu thereof “interned 
in a foreign country, captured by a 
hostile force’. 

_ (B) Section 6 (50 U. S. C. App. 1006) 
is amended by deleting “in the hands of 
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EXISTING LAW 


an enemy or is interned in a neutral 
country”? and inserting in lieu thereof 
“‘in the hands of a hostile force or is in- 
terned in a foreign country’’. 

(C) Section 9 (50 U.S. C. App. 1009) 
is amended by deleting ‘‘in the hands 
of an enemy” and inserting in lieu 
thereof ‘‘in the hands of a hostile force’’ 
and by deleting ‘“‘such enemy” and in- 
serting in lieu thereof ‘such hostile 
force’. 

(D) Section 12 (50 U. S. C. App. 
1012) is amended by deleting “interned 
in a neutral country, or captured by 
the enemy” and inserting in lieu thereof 
“interned in a foreign country, or cap- 
tured by a hostile force’’. 

(E) Section 14 (50 U. S. C. App. 
1014) is amended to read as follows: 

“Sec. 14. The provisions of this Act 
applicable to persons captured by a 
hostile force shall also apply to any 
person beleaguered or besieged by a 
hostile foree.”’ 


THE BILL 


AMENDMENTS 


EXISTING LAW 


Section 2, Missing Persons Act, as 
amended (50 U. 8. C. App. 1002), as it 
read before the enactment of Public 
Laws 313 and 450, Eighty-second 
Congress: 

“Any person who is in active service 
and who is officially determined to be 
absent in a status of missing, missing in 
action, interned in a neutral country, 
captured by an enemy, beleagured or 
beseiged shall, for the period he is 
officially carried or determined to be in 
any such status, be entitled to receive 
or to have credited to his pay and allow- 
ances to which he was entitled at the 
beginning of such period of absence or 
may become entitled thereafter, and 
entitlement to pay and allowances shall 
terminate upon the date of receipt by 
the department concerned of evidence 
that the person is dead or upon the date 
of death prescribed or determined under 
provisions of section 5 of this Act: 
Provided, That such entitlement to pay 
and allowances shall not terminate 
upon expiration of term of service during 


THE BILL 


That the Missing Persons Act (ch 
166, secs. 1-12, 14, and 15; 56 Stat. 
143-147), as amended (ch. 828, 56 Stat. 
1092-1093; ch. 371, 58 Stat. 679-682: 
ch. 70, 61 Stat. 96; ch. 356, 65 Stat. 207), 
as extended by section 4 (e) of the Act 
of June 24, 1948 (62 Stat. 608), and as it 
read before the enactment of Public 
Laws 313 and 450, Eighty-second Con- 
gress, is further amended as follows: 


(a) Section 2 (58 Stat. 679) is 
amended by deleting ‘interned in a 
neutral country, captured by an enemy” 
and inserting in lieu thereof “interned 
in a foreign country, captured by a 
hostile force’’. 
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EXISTING LAW 


absence and in case of death during 
absence shall not terminate earlier than 
the dates herein prescribed: Provided 
further, That there shall be no entitle- 
‘ment to pay and allowances for any 
neriod during which such person may 
be officially determined absent from his 
post of duty without authority and he 
shall be indebted to the Government for 
any payments from amounts credited 
to his account for such period.” 

Section 6, Missing Persons Act, as 
amended (50 U.S. C. App. 1006), as it 
read before the enactment of Public 
Laws 313 and 450, Eighty-second Con- 
gress: 

“When it is officially reported by the 
head of the department concerned that 
a person missing under the conditions 
specified in section 2 of this Act is alive 
and in the hands of an enemy or is 
interned in a neutral country, the pay- 
ments authorized by section 3 of this 
Act are, subject to the provisions’ of 
section 2 of this Act, authorized to be 
made for a period not to extend beyond 
the date of the receipt by the head of 
the department concerned of evidence 
that the missing person is dead or has 
returned to the controllable jurisdiction 
of the department concerned. When a 
person missing or missing in action is 
continued in a missing status under 
section 5 of this Act, such person shall 
continue to be entitled to have pay and 
allowances credited as provided in sec- 
tion 2 of this Act, and payments of 
allotments, as provided in section 3 of 
this Act, are authorized to be continued, 
increased, or initiated.”’ 

Section 9, Missing Persons Act, as 
amended (50 U. S. C. App. 1009), as it 
read before the enactment of Public 
Laws 313 and 450, Eighty-second 
Congress: 

“The head of the department con- 
cerned, or such subordinate as he may 
designate, shall have authority to make 
all determinations necessary in the ad- 
ministration of this Act, and for the 
purposes of this Act determinations so 
made shall be conclusive as to death or 
finding of death, as to any other status 
dealt with by this Act, and as to any 
essential date including that upon which 
evidence or information is received in 
such department or by the head thereof. 
The determination of the head of the 
department concerned, or of such sub- 
ordinate as he may designate, shall be 
conclusive as to whether information 
received concerning any person is to be 
construed and acted upon as an official 
report of death. When any information 
deemed to establish conclusively the 
death of any person is received in the 


MISSING 


PERSONS ACT 5 


THE BILL 


(b) Section 6 (56 Stat. 145) is 
amended by deleting “in the hands of 
an enemy or is interned in a neutral 
country’? and inserting in lieu thereof 
‘in the hands of a hostile force or is 
interned in a foreign country”’. 


(c) Section 9 (58 Stat. 681) is 
amended by deleting “in the hands of 
an enemy’”’ and inserting in lieu thereof 
“in the hands of a hostile force’ and 
by deleting ‘‘such enemy” and inserting 
in lieu thereof ‘‘such hostile force’’. 
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department concerned, action shall be 
taken thereon as an official report of 
death, notwithstanding any prior action 
relating to death or other status of such 
person. If the twelve months’ absence 
prescribed in section 5 of this Act has 
expired, a finding of death shall be made 
whenever information received, or a 
lapse of time without information, shall 
be deemed to establish a reasonable 
presumption that any person in a miss- 
ing or other status is no longer alive 
‘‘Payment or settlement of an account 
made pursuant to a report, determina- 
tion, or finding of death shall not be 
recovered or reopened by reason of a 
subsequent report of determination 
which fixes a date of death except that 
an account shall be reopened and set- 
tled upon the basis of any date of death 
so fixed which is later than that used as 
a basis for prior settlement. Determi- 
nations are authorized to be made by 
the head of the department concerned, 
or by such subordinate as he may desig- 
nate, of entitlement of any person, under 
provisions of this Act, to pay and allow- 
ances, including credits and charges in 
his account, and all such determinations 
shall be conslusive: Provided, That no 
such account shall be charged or debited 
with any amount that any person in the 
lands of an enemy may receive or be en- 
titled to receive from, or have placed to 
his credit by, such enemy as pay, wages, 
allowances, or other compensation: 
Provided further, That where the account 
of any person has been charged or deb- 
ited with allotments paid pursuant to 
this Act any amount so charged or deb- 
ited shall be recredited to such person’s 
account in any case in which it is deter- 
mined by the head of the department 
concerned, or such subordinate as he 
may designate, that payment of such 
amount was induced by fraud or mis- 
representation to which such person was 
not aparty. When circumstances war- 
rant reconsideration of any determina- 
tion authorized to be made by this Act 
the head of the department concerned, or 
such subordinate as he may designate, 
may change or modify a previous deter- 
mination. Excepting allotments for 
unearned insurance premiums, any allot- 
ments paid from pay and allowances of 
any person for the period of the person’s 
entitlement under the provisions of sec- 
tion 2 of this Act to receive or have 
credited such pay and allowances shall 
not be subject to collection from the 
allottee as overpayments when pay- 
ment thereof has been occasioned by 
delay in receipt of evidence of death, and 
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anv allotment payments for periods sub- 
sequent to the termination, under this 
{et or otherwise, of entitlement to pay 
and allowances, the payment of which 
has been occasioned by delay in receipt 
f evidence of death, shall not be subject 
to collection from the allottee or charged 
against the pay of the deceased person. 
The head of the department concerned, 
or such subordinate as he may designate, 
may waive the recovery of erroneous 
savments or overpayments of allotments 
to dependents when recovery is deemed 
against equity and good con- 
In the settlement of the ac- 
ints of any disbursing officer credit 
shall be allowed for any erroneous pay- 
nent or Overpayment made by him in 
arrving out the provisions of this Act, 
xcept sections 13, 16, 17, and 18, in the 
sence of fraud or criminality on the 
of the disbursing officer involved, 
an { no revovery shall be made from any 
officer or employee authorizing any pay- 
under such provisions in the 
absence of fraud or criminality on his 
part.” 
Section 12, 
(50 a 5 
fore the 


ment 


Missing Persons Act, as 

App. 1012), as it 
enactment of Publie 
Kighty-second Con- 


amended 
read be 


Laws 313 and 450, 


he dependents and household and 
personal effects of any person in active 
(without regard to pay grade) 
is officially reported as dead, in- 
jured, missing for a period of thirty 
days or more, interned in a neutral 
country, or captured by the enemy, 
pon application by such dependents, 
may be moved (ineluding packing and 
inpacking of household effects), upon 
receipt by such dependent of such offi- 
cial report, to such location as may be 
letermined in advance or subsequently 
approved by the head of the department 
concerned or by such persons as he may 
designate. The cost of such transpor- 
tation, including packing and unpacking 
of household effects, shall be charged 
against appropriations currently avail- 
able. In lieu of transportation author- 
ized by this section for dependents, the 
head of the department concerned may 
authorize the payment in money of 
amounts equal to such commercial trans- 
portation costs for the whole or such 
part of travel for which transportation 
in kind is not furnished, when such 
travel shall have been completed. 
When the person is in an “injured’’ 
Status, the movement of dependents or 
household and personal effects provided 
for herein may be authorized only in 
cases where the anticipated period of 
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(d) Section 12 Stat. 
amended by deleting “interned in a 
neutral country, or captured by the 
enemy” and inserting in lieu thereof 
“interned in a foreign country, or cap- 
tured by a hostile force’ 


207) is 


(65 
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hospitalization or treatment will be of 
prolonged duration. No transportation 
shall be authorized pursuant to this 
section unless a reasonable relationship 
exists between the condition and cir- 
cumstances of the dependents and the 
destination to which transportation is 
requested Beginning June 1950, 
and for the purposes of this section 
only, the terms ‘household and personal 
effects’ and ‘household effects’ may 
include, in addition to other authorized 
weight allowances, not to exceed 
privately owned motor vehicle, ship- 
ment of which at Government expense 
is authorized in those cases where the 
vehicle is located outside the continental 
limits of the United States or in Alaska.”’ 

Section 14, Missing Persons Act (50 
U.S. C. App. 1014), as it read before the 
enactment of Public Laws 313 and 450, 
Kighty-second Congress: 

‘The provisions of this Act applicable 
to persons in the hands of an enemy, 
shall also apply to any person belea- 
guered besieged by enemy forces.”’ 


25, 


one 


or 


Missing Persons Act, as 
App. 1015), as it 
enactment of Publie 
$50, 


Section 15, 
amended (50 U.S. C 
read before the 
Laws 313 and 
Congress: 

“This Aet, except sections 13, 16, 17, 
and 18, shall be effective from Septem- 
ber 8, 1939, and shall remain in effect 
until the termination of the present war 
with Germany, Italy, and Japan, and 
for twelve months thereafter, or until 
such earlier time as the Congress by 
concurrent resolution or the President 
by proclamation may designate.” 


Kighty-second 
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Section 14 (56 Stat. 
amended to read as follows: 

“Sec. 14. The provisions of this Aet 
applicable to persons captured by a 
hostile foree shall also apply to apy 
person beleaguered or Vv a 
hostile foree.’’ 


(e@) 


} ay 
Desieged 


(f) Seetion 15 (56 Stat. 147, 1093) is 
amended by deleting everything follow- 
ing the words ‘and shall remain in 
effect until’ and inserting in lieu thereof 
“July 1, 1954’’, 
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STATUE OF DR. MARCUS WHITMAN 


Marcu 13, 1953.—Ordered to be printed 


JeNNER, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany H. Con. Res. 64] 


The Committee on Rules and Administration, to whom was referred 
the concurrent resolution (FH. Con. Res. 64) authorizing the temporary 
display of a statue of Dr. Marcus Whitman in the rotunda of the 
Capitol, having considered same, report thereon without amendment 
und recommend that the concurrent resolution be agreed to. 

This concurrent resolution will place within the Statuary Hall of 
the Capitol the statue of Dr. Marcus Whitman, outstanding pioneer 
of the Pacific Northwest, as the gift of the State of Washington to the 
Congress of the United States 

Dr. Marcus Whitman was born in Rushville, N. Y., in September 
i802. Always devout, his calling as a physician ultimately prompted 
lim to get into medical missionary work. In 1834 he made application 
to the American Board of Commissioners for Foreign Missions for 
duty as a Christian teacher and doctor to the Indians west of the 
Rocky Mountains. 

In 1835 Dr. Whitman made an exploratory trip through the North- 
east and went as far west as Wyoming. A journey next year to the 
Oregon Territory with his bride established a mission at Waiilatpu 
and located the first American home on the Pacific coast. He and his 
wife were the parents of the first white girl to be born west of the 
Rocky Mountains. 

Afterward Dr. Whitman undertook the work of expanding emigration 
to the Territory. A trip back to Washington, D. C., and Boston in 
1842 for this purpose nearly cost him his life. His return trip was in 
the company of over a thousand emigrants assembled at Independ- 
ence, Mo., at that time the largest group to attempt a trip to Oregon. 
Under Dr. Whitman’s encouragement and guidance they took the 
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train to a point just east of Waiilatpu. This 1843 train, with 
people and its livestock and equipment, brought a new era into the 
Oregon Territory 

Afterward home seekers poured in. Dr. Whitman continued as a 
pioneer farmer and physician, ministering, among others, to surround- 
ing Indians who had become less and less peaceful after 1840, \ 
severe Winter in 1846-47 resulted in the loss of many Indian horses 
increasing discontent. Suspicions, fanned by enemies, and by t] 
new virulence of white diseases among the Indians, led to Dr. Whit- 
man’s massacre in 1847. At 2 o’clock, the afternoon of November 29 
of that vear, Dr. Whitman was called to the door by an Indian request 
for medicine. He Was SLFUCK from behind with a tomahawk and 
his murder began a massacre in which 13 whites died, mneluding his 
wife. 

The statue of Dr. Whitman is by Dr. Avard Fairbanks, noted 
sculptor, of the University of Utah, who has done the Pioneer Mother 
Memorial at Vancouver, Wash., the 91st Division Memorial at Fort 
Lewis, and a number of studies in the Hawaiian Islands. 

His work shows Dr. Whitman in bronze and in the habit of a fron- 
lLiersman, his left hand holding saddlebags which he used as a doctor . 
on horseback, his right hand a Bible. 

Under the resolution the statue will be placed temporarily in the 
rotunda for ceremonies on May 22, 1953, ifter whieh it shall he 
permanently located in Statuary Hall. 


ILS 
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AMENDMENTS TO THE SENATE RULES 


Marcu 13, 1953.—Ordered to be printed 


Mr. JENNER, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany §. Res. 57] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 57) to amend rule XIII relative to motions to 
reconsider, having considered same, report favorably thereon with 
amendments and recommend that the resolution, as amended, be 
agreed to by the Senate. 

This resolution proposes to amend the standing rules in three 
respects: 

(1) By inserting an intervening day of actual session of the Senate 
between the entering of a motion to reconsider and a subsequent 
motion to lay that reconsideration move on the table. 

(2) By bringing standing rule X XIX, relating to printing, into 
conformity with the act of April 19, 1949 (Public Law 44, 81st Cong.) 
regarding the maximum amount which may be spent by simple reso- 
lution for additional copies of Senate documents, hearings, and like 
matter. 

(3) By perfecting a Senate standing order (S. Res. 77, 79th Cong., 
Ist sess., agreed to June 28, 1945), relating to the reimbursable services 
of agency personnel on loan to Senate committees. 


RECONSIDERATION 


Until 1930, the Senate, for the purposes of considering legislative 
matters, had resolved itself into a Committee of the Whole. This 
permitted full debate of measures in the Committee with attendant 
motions to amend and reconsider. The Committee, upon completion 
of its action on a bill or joint resolution, would report it to the full 
Senate. This meant at least two complete and thorough considerations 
of every measure introduced in the Senate, and it was a rule that could 
not be deviated from, except by unanimous consent. 
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In 1930, however, following a fight on a tariff bill, the Senate 
changed this procedure. During the tariff battle referred to, a coalj- 
tion of Senators acted on one hand to insert amendments in the 
measure while it was being debated in the Committee of the Whole. 
Later on, in the Senate, the same coalition voted with the majority 
to strike most of the same amendments from the bill. The Senate 
had spent long and fruitless days accomplishing nothing, and this led 
Claude Swanson, then a Senator from Virginia, to advocate the 
abolition of the Committee of the Whole to save the Senate time and 
useless debate. 

That the Senate might have the right to reconsider any action 
taken, however, and so continue the practices allowed it under the 
Committee of the Whole, Senator Swanson also advocated a rule 
clause giving the Senate such right. His original resolution would 
have allow ed motions to reconsider to lie against bills or joint resolu- 
tions up until the time of their engrossment when a vote would then 
be taken. When it was argued that this might delay measures, that 
it would bring up motions of reconsideration on amendments long ago 
voted on, the idea was dropped. The proposed rule was therefore 
modified to read as it does now. By it, the Senate was permitted to 
act on motions of reconsideration of question, previously decided by 
the Senate, with a Senator who was absent or had voted on the pre- 
vailing side being given 2 days of actual session in which to enter 
same. 

By such method, the Senate could reconsider action on any meas- 
ure in light of new facts developed, or to permit some Senator, neces- 
sarily absent, to try to bring about reconsideration of a question on 
which he had not voted. The rule change of 1930 therefore proposed 
only an honest and a measured retrial of any question already decided. 

This intent, however, has been effectively stymied by a growing 
practice in the Senate, and one which this resolution is directed against 
and seeks to correct. The practice referred to is that immediately 
any question has been decided on the floor, one Senator may move its 

reconsideration, another to lay that move on the table. A quick vote, 
by virtually the same Senators who have already decided the question 
beforehand, seals their own action, and effectively kills all future hope 
of reconsideration under the rule. 

This procedure, a review of the debates in 1930 will show, was not 
within the purposes or the intent of those Senators who voted for the 
present reconsideration rule in 1930. Senator Swanson, its author, 
talked almost wholly about providing adequate opportunities for the 
Senate to look back on any decision previously decided. If he foresaw 
that a fiction of rec onsider ation would be established by the method 
outlined in the foregoing paragraph, he rejected it. 

Once during the debates, Senator Wesley L. Jones of Washington 
said: 

The Senator does not intend to bring into operation here the rule of moving to 


reconsider and to lay that motion [immediately] on the table, that is followed in 
the House of Representatives? 


Senator Swanson: 
Not at all. This gets rid of it * * *, 


Of the proposed rule change, Senator James Watson of Indiana 
also said: 
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No one should be permitted to make a motion to lay.on the table a motion to 
reconsider until after a certain time. The Senator from Nebraska [Mr. Norris], 
for instance, could rise and say “‘I move to reconsider the vote of such and such a 
question.’ ’ "And then I would rise and move to lay that motion on the table, and 
that ends the debate right there. That is not fair. There ought to be oppor- 
tunity for discussion. 


The rule change proposed in 1930 was adopted by the Senate on 
May 16, 1930, by 48 yeas, 13 nays, with 35 Senators not voting. 

The practice of ending reconsideration by motions to table became 
common about 3 years later , and has continued in growth since. This 
resolution, the Committee on Rules and Administration believes, will 
restore the original intent of the 1930 change, and will lend itself to 
orderly debate and review and the committee unanimously recom- 
mends its adoption. 

PRINTING 


The second change to the rules, here sponsored by the committee, 
would bring Senate standing rule X XIX into conformity with present 
printing law. 

As rule X XTX now stands, the Senate may not by simple resolution 
spend more than $500 reprinting documents, reports, and other 
matter. Any sum over that amount takes concurrence of the House 
of Representatives to print. 

The act of April 19, 1949 (Public Law 44, 81st Cong.), however, 
ordered that both Houses could print extra copies up to the amount of 
$1,200 by simple resolution, all else taking concurrent action. This 
figure, while in conflict with the Senate rule, has been controlling. It 


is proposed here to adjust it officially and as an order of the Senate. 


AGENCY PERSONNEL 


The Legislative Reorganization Act of 1946 provides that no com- 
mittee shall appoint to its staff any departmental or agency employees 
detailed to it without approval of the Committee on Rules and Ad- 
ministration (sec. 72f, title 2, U.S. C.). 

Senate Resolution 77, agreed to June 28, 1945, specifies that on 
such an approval being given, the committee shall reimburse the 
agency in the amount of the salaries of said detailed employees out of 
funds appropriated to the committee. 

Such reimbursement is now permitted for salary only. All else, 
which may include travel, per diem, and other like services, is not 
permitted. 

The change proposed here would expand the reimbursement proviso 
to include services to the Senate such as travel, per diem and the like 
which might be, in accordance with law and with general practices of 
the General Accounting Office, a legal charge upon committee funds. 
One benefit contained herein would allow subcommittees, for example, 
to finance the use of outlying agency personnel i in W ashington, a. ©. 
Regulations controlling the reimbursement of “services” as here pro- 
posed would, of course, be established by the Rules and Administra- 
tion Committee i in an arrangement with the Sec retary of the Senate, 
and would be in accordance with statutes which give the committee 
jurisdiction over expenditures from the Senate contingent fund. 
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PREPAREDNESS INVESTIGATION OF THE COMMITTEE 
ON ARMED SERVICES 


Marcu 18, 1953.—Ordered to be printed 


Mr. JENNER, from the Committee on Rules and Administration, sub- 
mitted the following 


REPORT 


[To accompany S. Res. 86] 


The Rules and Administration Committee, to whom was referred 
the resolution (S. Res. 86) authorizing expenditures for hearings and 
investigations by the Committee on Armed Services, having considered 
same report favorably thereon with amendments and recommendations 
that the resolution, as amended, be agreed to by the Senate. 

This resolution is similar to S. Res. 18 and S. Res. 263 (82d Cong.) 
and has for its intent the same purposes as those measures in the exer- 
cising of senatorial surveillance over all phases of preparedness ac- 
tivity in the United States. 

The $190,000 authorized is the same amount appropriated by Senate 
Resolutions 18 and 263 during the last Congress. Of the $190,000 
appropriated by Senate Resolution 18 in 1951, the Armed Services 
Preparedness Subcommittee returned to the Senate contingent fund 
$48,127. Of the $190,000 authorized by Senate Resolution 263 last 
year, the Armed Services Preparedness Subcommittee expects to return 
approximately $67,000. 

Since the inception of preparedness investigations by the Senate 
Armed Services Committee, beginning on July 15, 1950, a total of 44 
separate reports have been prepared for the information of the public 
and the Congress. These covered a wide variety of subjects and 
effected a great deal of economy because of the subcommittee’s 
vigilant work. 

Two of these economies were accomplished, for example, in the 
fields of the strategic materials, rubber and tin. A letter from the 
chairman of the Armed Services Committee to the chairman of the 
Committee on Rules and Administration, touching on these savings, 
is as follows: 
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WituiaMm E. JENNER, 
Chairman, Committee on Rules and Administration, 
United States Senate, Washington, D. C. 


Dear Senator: In response to the request which you made this morning, 
we have reviewed the reports of our committee concerning certain strategic 
materials, such as tin and rubber. With regard to both of these materials, jt 
would appear that the investigations which were conducted by the committee 
stimulated action which resulted in substantial savings to this Government. Ty 
be specific, there was a decrease in the price of tin of approximately 99 cents per 
pound from the outbreak of hostilities in Korea and July of the following year 
The testimony is that this represents a saving to this Government of four to five 
hundred million dollars. This savings can be attributed to the work of 1 
committee, plus cooperation between the Reconstruction Finance Corporation 
and the General Services Administration. 

It is hoped that this information will answer vour question. 

Sincerely vours, 
LEVERETT SALTONSTALL, 
Chairman, Committee on Armed Services, United States Senati 

The sum of $190,000, authorized in previous years for this investiga- 
tion, is also being sought this time on the basis that, though it is 
hoped some part of it shall remain unexpended, the full amount is 
nevertheless needed in anticipation of emergencies which might arise. 
Economies in the handling of the investigation are contemplated. For 
example, it is proposed that this year the workload of preparedness 
investigation shall be divided among specific subcommittees appointed 
for specific inquiries as they arise. Savings are expected by this 
method insofar as one investigating staff will serve as a single sub- 
committee rather than a single subcommittee being set apart from the 
whole membership for preparedness investigations. 

Areas which the Armed Services Committee proposes to explore 
include: 

(a) The ammunition question in Korea and the procurement prac- 
tices of the Defense Department; 

(6) The matter of aircraft procurement; 

(c) Serutiny of the utilization of manpower within the Defense 
Establishment; 

(d) Military housing; 

(e) Stockpiling of strategic materials; 

(f) The fiseal policies of the Department of Defense under title IV 
of the National Defense Act; 

(g) The Reserve program. 

The amendments added to the resolution by your Committee on 
Rules and Administration are perfecting in nature. The first would 
shorten the period of the proposed investigation from March 31, 1954, 
to a new cutoff date of January 31, 1954. The second amendment 
reduces the total amount asked from $190,000 to $167,000 as an 
approximate compensation for the reduced period of operation. 

A budget submitted in the full amount of $190,000 by the Armed 
Services Committee for the investigation, and approved by the Com- 
mittee on Rules and Administration, is as follows: 
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Proposed budget for Senate Preparedness Subcommittee, March 12, 1953 


$146, 100 
Miscellaneous: 

Travel _ - = J Keka midacies : 18, 000 
Rent arr ems weet ; 7, 000 
Sunita. =o scan ce daemeeee sam 2, 500 
Telephone and telegraph . ae : 3, 600 
Consultants, witness fees, and travel 5, 000 

7, 800 


190, 000 


Rules and Administration, 


23, 000 


Total recommended, Mar. 18, 1953, to Jan. 31, 1954--- _ 167,000 
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ROSE MARTIN 


March 16, 1953.—Ordered to be printed 


Mr. Langer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 1362] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 1362) for the relief of Rose Martin, having considered the same, 
reports favorably thereon without amendment and recommends that 
the bill do pass. 

PURPOSE OF THE BILL 


The purpose of the bill is to grant to the minor adopted child of 
citizens of the United States the status of a nonquota immigrant, 
which is the status normally enjoyed by he alien minor children of 
United States citizens. 


STATEMENT OF FACTS 


The beneficiary of the bill was born in China in 1936 and is believed 
to be of British parentage. She has been adopted by Col. and Mrs. 
L. A. Burbank and is presently with them in Heidelberg, Germany, 
where Colonel Burbank is on duty with our Armed Forces. They 
are expected to be rotated to the United States in the very near 
future. 

Congressman Henry O. Talle, the author of the bill, appeared before 
a subcommittee of the Committee on the Judiciary of the House of 
ep eee and made the following statement in support of the 
pill: 

Mr. Chairman, I appreciate this opportunity to appear before your distinguished 
committee in support of my bill (H. R. 1362) for the relief of the minor child, 
Rose Martin. 


This bill is identical with H. R. 6903 of the 82d Congress, which was approved 
by the House Judiciary Committee and subsequently passed unanimously by the 
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House of Representatives last July 1. Unfortunately, the Congress adjourned 
before the Senate acted on it. 

Rose Martin is the adopted daughter of Col. and Mrs. Leland A. Burbank, now 
attached to Headquarters, European Command in Germany. In 1945, while 
stationed in China, Colonel and Mrs. Burbank met the child, who was a refugee 
from Hong Kong. It is not possible to establish definitely the racial origin of 
the child: it is known that her father was British and that her mother was Chinese 
Eurasian, or European. Both parents are now deceased. 

Colonel Burbank and I are personal friends of long standing, both of us hailing 
from Decorah, Iowa. I can personally vouch for his integrity and other sterling 
qualities of character. There is no doubt but that he and Mrs. Burbank, whos 
family I have also known well and most favorably for many years, will rear their 
adopted child in the best American traditions. 

Mr. Chairman, on April 1, Colonel and Mrs. Burbank are scheduled to return 
to the United States on rotation. Unless H. R. 1362 is enacted prior to that date. 
their foster daughter will not be permitted to accompany them. Under the cir- 
cumstances, I want to reiterate that your committee reported this legislatio, 
favorable and the House of Representatives unanimously approved it just prior 
to the adjournment of the 82d Congress. 

Again, Mr. Chairman, and members of the committee, I want to thank vou for 
the opportunity of appearing before you. It has been a special treat for me—a 
sort of homecoming—because I had the pleasure of serving on the Immigration 
Committee for some years prior to the enactment of the Legislative Reorganiza- 
tion Act. 


In addition, Congressman Talle submitted to the Committee on 
the Judiciary of the House of Representatives the following informa- 
tion in support of the bill: 


NOVEMBER 15, 1951 
Hon. Henry O. TAvue, 
House of Representatives. 

My Dear Mr. Tauue: I refer to your letter of October 22, 1951, transmitting 
the enclosed communication from Col. L. A. Burbank, Ordnance Division, Head- 
quarters EUCOM, APO 403, Care of Postmaster, New York, N. Y., with en- 
closure, in further connection with his desire to bring Miss Rose Martin Burbank 
to the United States for the purpose of adoption. Reference is also made to m\ 
interim acknowledgment of October 24, 1951. 

Under the provisions of the act of Congress of December 17, 1943, which estab- 
lished an annual immigration quota of 105 for Chinese persons (as distinguished 
from a quota of 100 per annum for white persons born in China), persons having 
50 percent or more of Chinese blood and not as much as 50 percent of blood of a 
race or races ineligible to citizenship are chargeable to the Chinese racial quota, 
which is heavily oversubscribed. The above-mentioned act provides further that 
a preference up to 75 percent of the quota for Chinese shall be given to Chinese 
persons born and residing in China, while the remainder of the quota, plus any 
unused portion of the first 75 percent thereof, shall be made available to Chinese 
persons born or residing outside of China, in accordance with their registration 
priority on the quota waiting list. 

In the absence in the files of this division of any correspondence from the 
American consulate general at Hong Kong regarding the case of Rose Marti: 
it is not known whether or not she is registered at that office as an intending 
immigrant. As stated in my letter to you of October 29, 1951, the consulate 
general has been requested to inform the Department what its records show i 
the matter. You may wish to explain to Colonel Burbank in the meantime that 
there is no provision under existing law whereby Rose could be provided with an 
immigration visa for entry into the United States until a quota number becomes 
available for her use in her proper turn with other qualified applicants who are 
chargeable to that portion of the Chinese racial quota allotted to Chinese persons 
residing outside of China, and that neither the Department nor its consular officers 
abroad are vested with the authority to make exceptions, regardless of any 
extenuating circumstances which may exist in an individual case. 

In view of the foregoing there is unfortunately no alternative but that Ros 
await the availability of an appropriate quota number for her use, regardless 
of whether she remains in Hong Kong or Colonel Burbank is able to obtain for 
her permission to enter some other country. If Colonel Burbank decides to have 
the young girl proceed to Germany he may wish to communicate with the Ameri- 
ean consular office nearest his place of residence there with a view to having her 
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registered as an intending immigrant. If it is determined that she did, in fact, 
previously register at the consulate general at Hong Kong, he may wish to re- 
quest that office to transfer Rose’s visa dossier to the appropriate consular office 
in Germany. The responsible consular officer there will accord the case every 
appropriate consideration consistent with our immigration laws and regula- 
tions and will take final action thereon just as expeditiously as existing quota 
limitations permit. 

I may add that it is not possible to make a quota number available for any 
visa applicant out of his turn, as to do so would have the effect of according him 
a preference to which he is not entitled over other qualified applicants with earlier 
registration priority dates. 

| shall be pleased to communicate with you again in the matter under ref- 
erence as soon as a report is received from the consulate general at Hong Kong. 

Sincerely yours, 
H. J. L’Hevrevx, 
Chief, Visa Division. 


Rose MARTIN 
APRIL 7, 1952. 
To Whom It May Concern: 

‘he undersigned has known of and has been associated with actions involving 
Rose Martin’s welfare since early in 1946 when, as a colonel in the United States 
{Army in Kunming, China, at the time, I accidentally became acquainted with a 
refugee girl who, although living as.a Chinese, did not appear to be oriental at all. 

Through my interpreter I learned that she was born January 9, 1936, in Hong 
Kong; her father was a British sailor and her mother was also believed to be 
British, but there was no record of her birth in the office of records, and the Chinese 
nurse who had raised her from the time of her mother’s death had never been able 
toestablish any identity or connection with relatives in England. The father was 
reported to have been lost at sea when serving in H. M. 8. Drake which was sunk 
in combat in 1939. The girl’s mother had died after the birth of the child and 
the Chinese woman, Mrs. Lo, had been employed and paid by the father to care 
for the baby until he was ordered to sea, after which no further payments came 
through. 

Mrs. Lo had taken the child out of Hong Kong ahead of the Japs and had kept 
ahead of them as they occupied more and more of south and west China. In 
Kunming Mrs. Lo worked out a meager living washing for American officers. 
I became interested when I got my shirts back starched and ironed for the first 
time in many months, and my interpreter reported the circumstance of a little 
foreign girl living with the Chinese !aundress. 

I obtained clothing from the States for the girl but was transferred before I 
could put her in school. Later I had them moved into Kwei-Yang, China, where 
I could take some care of the girl, and was able to send them back to Hong Kong 
before I returned to the United States after the Japanese surrendered. 

At that time I had written Mrs. Burbank about the girl and she had agreed to 
an adoption if I could have worked out the details, but laws, absence of birth 
certificate, visa, etc., prevented any positive action. On arrival in the United 
States from overseas Mrs. Burbank joined me in New York and we went to Wash- 
ington. Obtained little or no help from the United States Immigration Service 
or the State Department but did receive some help from the British Embassy, 
who agreed to reply in writing regarding British policy as to adoption of a British 
war orphan residing in Hong Kong. I therefore put my request in writing and 
received their reply under date of January 21, 1946 (exhibit 2). 

Since that time we have remitted funds to Rose which permitted her to attend 
school and to partially support herself. In this time she learned enough English 
to write to us and, as it is now known, to talk conversationally. We had various 
correspondence with the British welfare officer in Hong Kong and tried to get the 
American consul there to answer my letters regarding a visa. Exhibits 3 through 
9 detail these actions. 

During this period we did not push the child regarding leaving Hong Kong or 
joining us because we wanted her to make up her own mind and to ask us to ac- 
complish what we had promised several vears before. On July 23, 1951, we re- 
ceived a letter from Rose (exhibit 10), which asked us to arrange for her to join us. 

Exhibits 11 through 18 detail the actions taken but are only extracted to give a 
clear picture; there have been many other letters, including my request to Con- 
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gressman Talle, to assist me in clearing a way so that we can obtain legal entry 
into the United States for Rose. 

At the date of writing this, Rose Martin is with us in Heidelberg; she is adjust- 
ing nicely and Mrs. Burbank is happy with the responsibility of a new daughter. 
Steps have been taken to enter adoption procedures in appropriate German courts 
An officer in the EUCOM Judge Advocate Division is guiding the case and he 
anticipates no insurmountable difficulties. It is our desire to adopt Rose Martin 
as our daughter and for her to receive necessary clearance so she may enter the 
United States when we are rotated home in December 1952 at the end of our 3 
years Overseas tour. 

Favorable action of the Judiciary Committee is requested so that H. R. 6903 
may be placed before the Congress of the United States. 

For the record, we wish to say that Rose Martin could possibly be Eurasian. 
Her father having been British, her mother could have been British, Chinese, or 
Eurasian. Her figure is slender and erect, her skin is olive and smooth, her hair 
brown, and her eyes green. Her health appears to be excellent and a physical 
examination has revealed no physical defects. She has been given the required 
immunizations. 

We can see no reason why she cannot take her proper place in life in the United 
States and become a useful, active citizen. We believe this so firmly that we are 
willing to proceed with the adoption proceedings and to assume the responsibilities 
of foster parenthood. 

LELAND A. BURBANK, 
Colonel, Ordnance. 
Mrs. Evste A. BuRBANK. 


Sworn and subscribed to before me this 7th day of April 1952. 
VERNON M. CULPEPPER, 
First Lieutenant, 0993509 J AGC. 


HEADQUARTERS, EUROPEAN COMMAND, 
OFFICE, CHIEF OF ORDNANCE, 
APO 403, Care of Postmaster, 
New York, N. Y., April 23, 1952. 
Hon. Henry O. TALE, 
House of Representatives, Washington, D. C. 

Dear Srr: Enclosed is a statement we have obtained from our legal assistance 
officer which should be of assistance to you in presenting H. R. 6903 to the 
Judiciary Committee. We will continue to press our case before the German 
court but feel there is to be some delay due to the question of jurisdiction and the 
problem of translating British law into German. As you can well imagine, a 
defeated nation has little or no jurisdiction in regard to the laws of a conqueror. 

The German judge raises the question of jurisdiction because an adoption pro- 
ceeding without jurisdiction would be contestable in case of the division of an 
estate where such is not covered by a will or wills. I have assured the judge that 
we both have made wills and would rewrite them to cover the problem that we 
recognize. In fact, my estate will consist mostly of insurance which is taken care 
of by changing a beneficiary or contingent beneficiary and that little or no real 
property is involved. 

I hope that you now have the file and sworn statement which we mailed on the 
11th and 14th of April, and that with this statement you have all the material 
necessary for your action. 

Yours truly, 
L. A. BurBank, Colonel. 


HEADQUARTERS, EUROPEAN COMMAND, 
OFFICE OF THE JUDGE ADVOCATE, 
APO, 403, April 22, 1952. 
Status of adoption application by Col. and Mrs. L. A. Burbank. 


To Whom It May Concern: 

1. The application by Col. and Mrs. L. A. Burbank to adopt Rose Martin has 
been considered by the adoption board, Heidelberg Military Post, and approved, 
subject to receipt of a contract of adoption. The adoption file has been forwarded 
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for review by this office in accordance with the provisions of EUCOM Circular 
No. 25, and final approval by this headquarters. 

2. Final approval is pending receipt of the contract of adoption. Action on 
the contract has been delayed by reason of the guardianship court’s concern with 
regard to its jurisdiction in the matter. If the court decides finally to refuse action 
on jurisdictional grounds, the proposed adoption cannot be consummated, How- 
ever, if the court decides to take jurisdiction, the adoption can be concluded 
without delay. 

3. This office is convinced that all reasonable measures have been taken by the 
applicants to assure that the matter is resolved at the soonest possible time. 

Curtis L. WILuLiAMs, 
Lieutenant Colonel, J AGC, 
EUCOM Legal Assistance Officer. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (H. R. 1362) should be enacted. 


c) 
C) 
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INVESTIGATING PUBLIC TRANSPORTATION SERVING 
THE DISTRICT OF COLUMBIA 


Marca 18, 1953.—Ordered to be printed 


Mr. Cass, from the Committee on the District of Columbia, submitted 
the following 


REPORT 


[To accompany S. Con, Res, 19] 


The Committee on the District of Columbia, meeting in executive 
session on Tuesday, March 17, 1953, unanimously adopted the follow- 
ing resolution: 

Resolved, That the Senate Committee on the District of Columbia hereby 
authorizes and requests the chairman to report to the Senate an original concur- 
rent resolution to create a special joint committee of the Senate and House of 
Kepresentatives, to be composed of three members of each House, to be appointed 
by the presiding officer of each House from the membership of the respective 
District of Columbia Committees, to make a full and complete study of public 
transportation serving the District of Columbia, including the fiscal, management, 
ind operating policies of common carriers which transport passengers in the 
Distriet of Columbia, the regulation of said carriers by the Public Utilities Com- 
mission of the District of Columbia, and other matters related thereto; to adminis- 
ter oaths and summon witnesses; to conduct hearings; to report to the Senate and 
House with such recommendations for legislation as may be necessary or desirable. 


The purpose of this original concurrent resolution is to authorize 
a full and complete study and investigation of public transportation 
serving the District of Columbia, including the fiscal, management, 
and operating policies of common carriers which transport passengers 
in the District of Columbia, the regulation of such carriers by the 
Publie Utilities Commission of the District of Columbia, and other 
matters related thereto. It establishes a joint congressional com- 
mittee to be composed of 3 members of the Senate Committee on the 
District of Columbia, to be appointed by the President of the Senate, 
and 3 members of the House Committee on the District of Columbia, 
\o be appointed by the Speaker of the House of Representatives. 

The joint committee is directed to report to the Senate and House 

{ Representatives, from time to time, the results of its study and 
investigation, and to make recommendations for necessary legislation. 
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The joint committee shall submit its final report not later than Janu- 
ary 2, 1954, at which time the authority conferred by the resolution 
shall terminate, and the joint committee shall cease to exist. 

The joint committee is authorized to expend an amount not in 
excess of $50,000, one-half of which shall be paid from the contingent 
fund of the Senate and one-half from the contingent fund of the House 
of Representatives. 


O 
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CAROL LYNN BARRARA HECHT 


Maren 20, 1953.—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted 
following 


REPORT 
[To accompany 8. 55} 


The Committee on the Judiciary, to which was referred the bill 
(S. 55) for the relief of Carol Lynn Barbara Hecht, having considered 
the same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant to the minor adopted child of 
citizens of the United States the status of a nonquota immigrant which 
is the status normally enjoyed by the alien minor children of United 
States citizens. 

STATEMENT OF FACTS 


The beneficiary of the bill is a 3-vear-old native and citizen of 
Greece who has been adopted by Sgt. and Mrs. Russell E. Hecht, who 
are citizens of the United States presently stationed in Athens, Greece, 
where Sergeant Hecht is attached to the office of the Army attaché 
in the American Embassy in Athens. 

Senator Pat McCarran, the author of the bill, has submitted the 
following information in connection with the bill: 

Tue ForREIGN S#RVICE OF THE 
Unirep States OF AMERICA, 
February 14, 1953 
Senator Par McCaRRAN, 
Senate Office Building, Washington, D. C. 

Dt AR SENATOR McCarran: There is enclosed a copy of the decision of the 
Greek civil court awarding my adopted daughter to my wife and me. At this 
time T have not been able to obtain a copy of the birth certificate of the child. I 
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hope to have a copy within the next 10 days and will forward it to you immediately 
upon receipt. 

I was born May 10, 1921, at Omaha, Nebr. My father, Edwin V. Hecht, was 
born at York, Nebr., and my mother, Florence Washburn Hecht, was born at 
Freeport, Mich. My parents at this time reside at 2532 North 25th Street, 
Kast Omaha, Nebr. My sister, Louise Heeht, and my brothers, Harold L,, 
Homer C., and Lawrence B., also reside in Kast Omaha. 

My wife, Ruth Sangmeister Hecht, was born November 4, 1924, at Cleveland 
Ohio. Her father, Carl A. Sangmeister, was born at Wood County, Ohio, and 
her mother, Evelyn Dinse Sangmeister, was born in Cleveland, Ohio. At this 
time her parents are residing at 10308 Ignatius Avenue, Cleveland, Ohio. Her 
grandparents, Fred W. and Rose Dinse, were also born in Cleveland, Ohio, and 
are living with my wife’s parents. My wife has no brothers or sisters. 

Regarding the adoption of the child: the little girl, then 16% months old, was 
abandoned July 23, 1952, in the garden of Sgt. Judson Marshall (office of the 
Army attaché). Sergeant Marshall lives in a suburb of Athens. Knowing how 
much my wife and I wanted a child the Marshalls notified us to come and look 
at the little girl, That same night we had the child examined by a Greek doctor 
who pronounced her free of any communicable disease. After obtaining verbal 
permission from the local gendarme we removed the child to our home. Soon 
after, the next day, I believe, my wife took the child to the United States naval 
dispensary, this station, where the child was given a complete examination, 
including chest X-ray and blood tests, and pronounced healthy and normal, 
Within the week, my wife accompanied the child’s natural mother to the court in 
Athens, where papers were signed to the effect that the unmarried Greek woman 
released all claim to the child, and that my wife and I would accept the child as 
our own and legally adopt her. We went before the Greek civil court the fst 
day of October 1952 and the decision, in our favor, was handed down several 
weeks later. 

Sincerely, 
Russewu E. Hecur, 


The copy of the decision of the Greek civil court referred to in the 
above-quoted letter is contained in the files of the Committee on the 
Judiciary. 

The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 55) should be enacted. 
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BERNARD W. OLSON 
Marcu 20, 1953.—Ordered to be printed 


Mr. Langer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany S. 71] 


The Committee on the Judiciary, to which was referred the bill 
(S. 71) for the relief of Bernard W. Olson, having considered the 
same, reports favorably thereon, without amendment, and recom- 
mends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to provide for payment 
of the sum of $3,500 to Bernard W. Olson, of Oakes, N. Dak., in full 
satisfaction of his claim against the United States for compensation 
for the death of his minor child who was fatally burned as a result of 
falling into an open pit of scalding water located on the United States 
Naval Air Base, Trinidad, British West Indies, on January 22, 1949, 
and for burial and other expenses incurred as the result thereof. 


STATEMENT 


It appears that claimant and his wife occupied quarters in an 
apartment building at the naval air base in Trinidad. The pit into 
which the child fell was an uncovered steam trap pit, about 2% feet 
square by 3 feet deep which contained an accumulation of approxi- 
' mately 14 inches of rain water with the addition of some steam leak- 
age, heated to a temperature of approximately 160° F. by contact 
_ with hot steam pipes passing through the pit. The boiler operators 

_ on duty throughout the daylight hours guarded against any approach 
to the boiler shack or the adjoining pit by children or other unauthor- 
ized persons. A few days prior to the accident, claimant had been 
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told by one of the boiler operators that his child had once or twice 
approached the boiler shack and had come near the steam pit, and 
the danger of permitting the child to go near the boiler shtick was 
pointed out to claimant. The child’s approach to the steam pit was 
not observed by the boiler operator on watch at the time of the 
accident. Immediately after falling into the pit the child was rescued 
by one of the naval personnel working nearby and brought to the 
dispensary where he received constant medical attention and treat- 
ment until the time of his death 3 days later. 

The report of the officer who investigated the accident indicated 
that while a dangerous condition may have existed, notice of such 
danger had been given the child’s parent and no action was taken by 
him to guard against a future calamity, and that the existence of thi 
uncovered steam pit was known to at least one other resident of the 
enlisted men’s quarters but was not considered to be such a hazard as to 
invite immediate remedial action. The convening authority, however, 
found that in view of the accident which did happen, a dangerous 
condition did exist and should have been noticed, reported and 
remedied by the responsible authorities at the base. 

The Department of the Navy in its report states that the circum- 
stances were such that it would interpose ne objection to the enactment 
of this legislation. The Department of Justice in its report concurs in 
the conclusions reached by the Department of the Navy. 

There is no remedy available to claimant under the Tort Claims Act 
as the incident occurred outside the continental limits of the United 
States. 

The committee is of the opinion that the pit in which the child fell 
was in the nature of an attractive nuisance. This is evident from the 
fact that during daylight hours the pit was guarded. Due to the fact 
that this recognition of its dangerous and hazardous nature existed 
on the part of the base authorities, the committee believes that the 
primary responsibility lies with such authority. 

In view of the foregoing, it is the opinion of the committee after 
study of the facts and reports on file in connection with this legislation 
that the sum of $3,500 to be paid the claimant in full compensation 
for the death, burial, and other expenses incurred is just and reason- 
able and, therefore, recommends favorable consideration of S. 71. 

Attached are the reports of the Department of Justice and the 
Department of the Navy on S. 3082, an identical bill of the Eighty- 
second Congress. 


DEPARTMENT OF JUSTICE, 
Washington, D. C., July 2, 1952 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice concerning the bill (S. 3082) for the relief of Bernard W. 
Olson. 

The bill would provide for payment of the sum of $3,500 to Bernard W. Olson, 
of Oakes, N. Dak., in full satisfaction of his claim against the United States for 
compensation for the death of his minor child who was fatally burned as a result 
of falling into an open pit of scalding water located on the United States Naval 
Air Base, Trinidad, British West Indies, on January 22, 1949, and for burial and 
other expenses incurred as the result thereof. 
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In compliance with your request, a report was obtained from the Department 
‘the Navy concerning this legislation That report, which is enclosed, sets out 
ietail the facts relating to this claim. Briefly stated, it appears that claimant 
and his wife occupied quarters in an apartment building at the naval air base 
lrinidad. The pit into which the child fell was an uncovered steam trap pit, 
about 24% feet square by 3 feet deep which contained an accumulation of approxi- 
mately 14 inches of rain water -with the addition of some steam leakage, heated 
i temperature of approximately 160 degrees Fahrenheit by contact with hot 
steam pipes passing through the pit. The boiler operators on duty throughout 
the daylight hours guarded against any approach to the boiler shack or the 
adjoining pit by children or other unauthorized persons. A few days prior to the 
accident, claimant had been told by one of the boiler operators that his child had 
once or twice approached the boiler shack and had come near the steam pit, and 
the danger of permitting the child to go near the boiler shack was pointed out to 
claimant. The child’s approach to the steam pit was not observed by the boiler 
sperator on watch at the time of the accident. Immediately after falling into the 
pit the child was rescued by one of the naval personnel working nearby and 
hrought to the dispensary where he received constant medical attention and 
treatment until the time of his death 3 days later. 

The report of the officer who investigated the accident indicated that while a 
dangerous condition may have existed, notice of such danger had been given the 
child’s parent and no action was taken by him to guard against a future calamity, 
and that the existence of the uncovered steam pit was known to at least one other 
resident of the enlisted men’s quarters but was not considered to be such a hazard 
as to invite immediate remedial action. The convening authority, however, 
found that in view of the accident which did happen, a dangerous condition did 
exist and should have been noticed, reported, and remedied by the responsible 
authorities at the Base. 

The Department of the Navy states that in view of the circumstances in this 
case it would interpose no objection to the enactment of the bill. 

The Department of Justice concurs in the views of the Department of the Navy. 

The Bureau of the Budget has advised this office that there would be no objec- 
tion to the submission of this report. 

Sincerely, 
A. Devitt VANECH, 
Deputy Attorney General. 


DEPARTMENT OF THE NAvy, 
OFFICE oF THE JuDGE ADVOCATE GENERAL, 
Washington 25, D. C., 29 May 1952. 
Hon. JAMES P. McGRANERY, 
The Attorney General, Washington 25, D. C. 

My Dear Mr. AtrorN&Y GENERAL: Reference is made to your letter of May 6, 
1952, requesting an expression of the views of the Department of the Navy regard- 
ing S. 3082, a bill for the relief of Bernard W. Olson. 

The purpose of this bill is to authorize the Secretary of the Treasury to pay to 
Bernard W. Olson the sum of $3,500 in full satisfaction of his claim against the 
United States for compensation for the death of his minor child who was fatally 
burned as the result of falling into an open pit of scalding water located on the 
United States Naval Air Base, Trinidad, British West Indies, on 22 January 1949, 
and for burial and other expenses incurred as a result thereof. 

The records of the Department of the Navy show that Odin Frank Olson, a 2% 
year old male child of Bernard W. Olson, a chief petty officer in the Navy, died on 
January 25, 1949, at the United States Naval Operating Base Dispensary, Trini- 
dad, British West Indies, from burns received as the result of having fallen into a 
steam pit on January 22, 1949. 

At the time of the accident which caused the death of his son, Bernard W. Olson, 
the claimant was serving on duty at the United States naval air base at Trinidad. 
He and his wife and two children occupied quarters in an apartment building of the 
Tucker Valley married enlisted men’s quarters at that station. The pit into which 
the child fell adjoined one corner of a boiler shack housing an electrically operated 
oil-fired boiler maintained to supply hot water to the Tucker Valley married 
enlisted men’s quarters. It was an uncovered steam trap pit about 2% feet square 
by 3 feet deep and contained an accumulation of approximately 14 inches of rain 
water with the addition of some steam leakage, heated to a temperature of approxi- 
mately 160 degrees Fahrenheit by contact with hot steam pipes passing through 
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the pit. Any approaches to the boiler shack or its fixtures by children or other 
unauthorized persons were guarded against by the boiler operators on dut 
throughout the daylight hours. A few days prior to January 22, 1949, the 
claimant had been informed by one of the boiler operators that his child had once 
or twice approached the boiler shack and had come near the steam pit and it was 
pointed out to him that there was danger in permitting the child to go near the 
boiler shack. The boiler operator on watch at the time of the accident did not 
observe the approach of the child to the boiler shack and adjoining steam pit, 
The screams of the child after falling into the pit attracted the attention of one of 
the naval personnel working near by who took the child from the pit immediately 
to the Naval Operating Base Dispensary where it received constant medical 
attention and treatment by the naval medieal authorities until the time of its 
death, 3 days later. 

The circumstances surrounding the accident were immediately and thoroughly 
investigated by order of the commander, United States naval operating base at 
Trinidad. The report of the investigating officer indicates that while a dangerous 
condition may have existed at the Tucker Valley married enlisted men’s quarters, 
notice of such danger had been given to a parent of the Olson child and no action 
was taken by him upon his own initiative to guard against a future calamity; 
that the existence of the uncovered steam pit was known to at least one other 
resident of the enlisted men’s quarters but was not considered to be such a hazard 
as would invite immediate remedial action. The convening authority, however, 
was of the opinion that, in view of the accident which did happen, a dangerous 
condition did exist and should have been noticed, reported, and remedied by the 
responsible authorities of the naval operating base. 

his claim is one which ordinarily would fall within the purview of the Federal 
Tort Claims Act but for the fact that the injury causing death occurred in 
Trinidad, British West Indies, a foreign country. Section 2680 (k) of title 28, 
United States Code, specifically excepts from the coverage of that act claims 
arising in a foreign country. 

This bill would provide for the payment of $3,500 for compensation for the 
death of the child and for burial and other expenses incurred as a result thereof. 
As stated above, the child after falling into the steam pit was taken to the naval 


operating base canoe where it received continuous medical attention and 


treatment by the United States naval medical authorities until its death at the 
dispensary 3 days later. It is assumed that in conformity with existing regula- 
tions the hospital charges were at the usual rate of $1.75 a day for dependents, 
or a total of $5.25 for the 3-day period involved. No information is available 
as to the burial and other expenses referred to in the bill. 

In view of the circumstances in this case, the Department of the Navy would 
interpose no objection to the enactment of the subject bill. 

Sincerely yours, 
G. L. RusseEt1, 
Rear Admiral, United States Navy, 
Judge Advocate General of the ae 
(For the Secretary of the Navy). 
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NORMAN 8S. MacPHEE 
Marcu 20, 1953.—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany 8S. 142] 


The Committee on the Judiciary, to which was referred the bill 
(S. 142) for the relief of Norman S. MacPhee, having considered the 
same, reports favorably thereon, without amendment, and recommends 
that the bill do pass. 

PURPOSE 


The purpose of the proposed legislation is to relieve Norman S. 
MacPhee, of Underwood, N. Dak., of all liability for repayment to 
the United States of the sum of $284.35, representing the cost incurred 
by the Department of the Navy in providing transportation of his 
household effects from Richmond, Va., to Underwood, N. Dak., upon 
his separation from service in the Navy in 1946, the payment of such 
costs having been subsequently disallowed by the General Accounting 
Office on the ground that such payment was not authorized by law, 


STATEMENT 


The records of the Department of the Navy disclose that in 1946, 
upon the release of Mr. MacPhee from active duty, that Department 
packed, crated, hauled, and transported his household effects from 
Richmond, Va., to Underwood, N. Dak. The cost to the Govern- 
ment for packing, crating and hauling was $125 and for transporting 
$159.35, making a total of $284.35. These services were authorized 

) by regulations then contained in the Bureau of Supplies and Accounts 
Manual. The Comptroller General, however, subsequently ruled 
(26 Comp. Gen. 925) that the regulations were not regarded as author- 
izing transportation and related services for shipment, from the home 
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of record to a selected point, of household effects which had been 
transported from the home of record or acquired and used at a point 
away from the home of record during the period of active duty. As 
the result of this ruling, claimant became liable to the Government in 
the amount of $284.35. 

During the Eighty-second Congress two identical bills, S. 329 and 
H. R. 1202, “to authorize payment for transportation of household 
effects of certain naval personnel,’ were introduced as a part of the 
Department of Defense legislative program for 1952. The purpose 
of those bills was to authorize payment of the cost of transportation 
(including packing, crating, drayage, and unpacking) of household 
effects of members of the naval service upon release from active duty 
from homes of record to places selected by such members. Neither 
bill was enacted during the Eighty-second Congress. Had either bill 
been enacted, the legislation would have relieved not only Mr. 
MacPhee but also approximately 225 other individuals similarly 
affected by the decision of the Comptroller General. 

The Department of the Navy in its report to this committee on an 
identical bill for the relief of claimant in the last Congress opposed the 
legislation on the ground that the bill would discriminate against other 
claimants similarly situated. The General Accounting Office in its 
report to the committee states that the enactment of the bill would . 
afford preferential treatment to claimant, not only over other naval 
personnel but also over members of the Army and Air Force, who 
have been required to bear the expense of moving their household 
effects from their homes of record to selected places following their 
releases from active duty, and in view of this that office does not look 
with favor upon enactment of the bill. The Department of Justice 
concurs in the recommendations of the Department of the Navy and 
the General Accounting Office. 

This committee does not agree with the adverse reports submitted 
by the interested departments. This committee further sees no reason 
why claimant herein who acted in good faith and upon the basis of 
orders issued by competent authority in the Navy Department should 
be required to wait for the enactment of general legislation in order 
for him to be relieved of his liability to the Government. The Navy 
Department concedes that it is in favor of general legislation which, 
if enacted, would relieve claimant herein as well as others similarly 
situated. The committee has recognized this situation before and 
has relieved claimants rather than have them wait for the enactment 
of general legislation. 

Attention is invited to Private Law 846, Eighty-second Congress, 
approved by the President July 11, 1952, in which relief was granted 
to certain members of the naval service with respect to shipment of 
household effects. 

The committee believes that this bill (S. 142) is meritorious and, 
therefore, recommends favorable consideration. 

Attached hereto and made a part of this report are the reports of 
the Department of Justice, Department of the Navy, and the General 
Accounting Office submitted in connection with a prior bill in the 
Eighty-second Congress. 
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_ DEPARTMENT OF JUSTICE, 
Washington, D. C., August 13, 1952. 


Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

Mv Dear Senator: This is in response to your request for the views of the 
Department of Justice concerning the bill (S. 3039) for the relief of Norman 8S. 
MacPhee. 

The bill would relieve Norman 8S. MacPhee, of Underwood, N. Dak., of all 
liability for the repayment to the United States of $284.35 representing the cost 
incurred by the Department of the Navy in providing transportation of his house- 
hold effects from Richmond, Va., to Underwood, N. Dak., upon his separation 
from service in the Navy in 1946, the payment of such costs having been subse- 
quently disallowed by the General Accounting Office on the ground that such 
payment was not authorized by law. 

In compliance with your request, reports were obtained from the Department 
of the Navy and the General Accounting Office concerning this legislation. Those 
reports, which are enclosed, set out in detail the facts relating to this claim. 
Briefly stated, it appears that the services which were rendered to claimant by 
the Department of the Navy in 1946, were authorized by regulations then con- 
tained in the Bureau of Supplies and Accounts Manual. The Comptroller General, 
however, subsequently ruled that the regulations were not regarded as authorizing 
transportation and related services for shipment, from the home of record to a 
selected point, of household effects which had not been transported from the 
home of record, or acquired and used at a point away from the home of record 
during the period of active duty. ‘As the result of this ruling, claimant became 
liable to the Government in the amount of $284.35. 

The Department of the Navy points out that two bills were introduced in the 
Fighty-second Congress, 8S. 329 and H. R. 1202, which were designed to authorize 
payment for transportation of household effects of certain naval personnel, and 
that enactment of either bill would relieve not only this claimant, but also approxi- 
mately 225 other individuals similarly affected by the Comptroller General’s 
decision. It should be noted that, since the preparation of the report of the 
Department of the Navy, the Eighty-second Congress has adjourned. The 
Department of the Navy states that it considers that any legislation concerning 
the subject matter of the bill should provide equal treatment for all individuals 
affected, and that since this bill would discriminate against other members 
similarly situated, the Department of the Navy recommends against its enactment. 

The General Accounting Office states that enactment of the bill would afford 
preferential treatment to claimant not only over other naval personnel, but over 
members of the Army and Air Force, who have been required to bear the expense 
of moving their household effects from their homes of record to selected places 
following their releases from active duty, and that in view of this, the General 
Accounting Office does not look with favor upon enactment of the bill. 

Inasmuch as claimant is only one of a rather large group of individuals similarly 
situated, there appears to be no reason for granting him treatment which is denied 
others of the group. 

Accordingly, the Department of Justice concurs in the adverse views of the 
Department of the Navy and the General Accounting Office. 

The Bureau of the Budget has advised this office that there would be no objec- 
tion to the submission of this report. 

Sincerely, 
Ross L. Matons, Jr., 
Deputy Attorney General. 


DEPARTMENT OF THE NAvy, 
OFFICE OF THE JUDGE ADVOCATE GENERAL, 
Washington, D. C., May 21, 1952. 
Hon. Poitier B. Peri_man, 
Acting Attorney General of the United States, 
Washington, D. C. 

My Dear Mr. PerRi-Man: Reference is made to your letter of April 25, 1952, 
requesting an expression of the views of the Department of the Navy regarding 
S. 3039, for the relief of Norman 8S. MacPhee. 

_The purpose of the bill is to relieve Mr. Norman 8S. MacPhee, of Underwood, 
N. Dak., of all liability for the repayment to the United States of the sum of 
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$284.35 representing the cost incurred by the Department of the Navy in pro- 
viding transportation of his household effects from his home of record, Richmond 
Va., to the place of his selection, Underwood, N. Dak., incident to his release from 
active duty in 1946. 

In 1946, upon the release of Mr. MacPhee from active duty, the Department of 
the Navy packed, crated, hauled, and transported his household effects from 
Richmond, Va., to Underwood, N. Dak. The cost tothe Government for packing 
crating, and hauling was $125 and for transporting $159.35, making a total of 
$284.35. These services were authorized by regulations then contained in the 
Bureau of Supplies and Accounts Manual. The Comptroller General, however 
subsequently ruled (26 Comp. Gen. 925) that the regulations were not regarded 
as authorizing transportation and related services for a shipment from the home 
of record to a selected point, of household effects which had not been transported 
from the home of record, or acquired and used at a point away from the home of 
record during the period of active duty. As the result of this ruling, Mr. MacPhee 
became liable to the Government in the amount of $284.35. 

Two identical bills, 8. 329 and H. R. 1202, to authorize payment for transpor- 
tation of household effects of certain naval personnel, have been introduced in 
the Eighty-second Congress as a part of the Department of Defense legislativ: 
program for 1952. The purpose of these bills is to authorize payment of the 
cost of transportation (including packing, crating, drayage, and unpacking) of 
household effects of members of the naval service, upon release ois activi 
duty, from homes of record to places selected by such members. Enactment of 
either bill would relieve not only Mr. MacPhee but also approximately 225 other 
individuals similarly affected by the decision of the Comptroller General. 

The Department of the Navy considers that any legislation concerning the 
subject matter of the bill should provide equal treatment for all individuals 
affected. Because it would discriminate against other members similarly situated, ' 
this Department recommends against enactment of S. 3039. 

Sincerely yours, 
G. L. Russe.i 
Rear Admiral, United States Navy, 
Judge Advocate Ceneral of the Navy 
(For the Secretary of the Navy) 


AssIsSTANT COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, June 24, 1952. 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate 

My Dear Mr. CuHarrmMan: The Department of Justice has advised this Office 
of a request received from your committee for reports from interested agencies 
on 8. 3039, Eighty-second Congress, second session, entitled ‘‘A Bill for the relief 
of Norman S. MacPhee,’’ which reads as follows: 

‘Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That Norman 8. MacPhee, of Underwood, North 
Dakota, is hereby relieved of all liability for the repayment to the United States 
of $284.35, representing the costs incurred by the Department of the Navy in 
providing transportation of household effects of the said Norman S. MacPhee, 
from Richmond, Virginia, to Underwood, North Dakota, upon his separation 
from service in the Navy in 1946, the payment of such costs having been subse- 
quently disallowed by the General Accounting Office on the ground that such 
payment was not authorized by law.” 

The record shows that Lt. Norman 8S. MacPhee, United States Naval 
Reserve, was called to active duty from Richmond, Va., and that said place was 
his official home at that time. By orders of the United States Naval Center, 
Farragut, Idaho, dated December 10, 1945, and endorsement thereon, he was 
detached from duty, directed to proceed to his home and, upon the expiration 
of 1 month and 25 days’ leave granted therein, to regard himself relieved from 
all active duty. It appears that following his release from active duty Lieutenant 
MacPhee made application to the supply officer, Norfolk Naval Shipyard, Ports- 
mouth, Va., dated March 6, 1946, which application shows his official home as 
Richmond, Va., for the packing, crating, and shipment of his household effects 
from Richmond, Va., to Underwood, N. Dak. On the basis of such applica- 
tion the said supply officer contracted with the W. Fred Richardson Security 
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Storage Corp., Richmond, Va., for the packing, crating, and shipment of Lieuten- 
ant MacPhee’s household effects. Such effects, weighing 4,540 pounds, were 
packed, crated, and then shipped by freight from Richmond, Va., to Underwood, 
\. Dak., on Government bill of lading No. N—12968323, issued on April 16, 1946. 
The services performed in connection with the packing and crating of the house- 
hold effects were paid for in the amount of $125 on voucher No. 3503, July 1946 
accounts of Capt. C. G. Warfield, symbol No. 52-426, and the services covered by 
such bill of lading were paid for in the amount of $159.35 on voucher No. 130582, 
September 1946 accounts of Comdr. E, L. Jordan, SC, USNR. Thus, the 
total cost to the Government for the packing, crating, and shipment of the house- 
hold effects involved was $284.35. The application for transportation of house- 
hold effects, Nav. S and A Form No. 34, dated March 6, 1946, signed by Norman 
S. MacPhee, contains the statement: 

“T hereby authorize the checkage of my personal pay account for all excess costs 
involved and hereby agree to accept such checkage in lieu of advancement of cash 
prior to release of my household effects, or to pay on demand all excess costs in- 
volved.’’ 

Following the packing, crating, and shipment of the household effects as above- 
described the officer was requested by the Navy Department to remit to the 
United States the costs of such packing, crating, and shipping in the amount of 
$284.35, but it appears that he has not complied with such request. The request 
to the officer by the Navy Department was made on the basis of a decision of this 
Office dated June 13, 1947 (B-66073, 26 Comp. Gen. 925), to the Secretary of the 
Navy, which held that, since there is no authority to obligate Government funds 
for the movement of household effects of retired and Reserve naval personnel 
ordered to active duty from their homes of record after receipt of orders for relief 
from such active duty, this Office would not be warranted in directing the passing 
to credit of payments for such services theretofore made erroneously and without 
authority of law by Navy disbursing officers. 

Section 12 of the act of May 18, 1920 (41 Stat. 601, 604), providing for the 
transportation at Government expense of dependents of officers and certain en- 
listed men when ‘‘ordered to make a permanent change of station,’’ further pro- 
vided that “the personnel of the Navy shall have the benefit of all existing laws 
applying to the Army and the Marine Corps for the transportation of household 
effects.’ Said authority for transportation of household effects of Navy person- 
nel at Government expense was reenacted in section 12 of the Pay Readjustment 
Act of 1942 (56 Stat. 359, 366) and the words ‘“‘permanent change of station”’ as 
used in said section were therein defined as including “the change from home to 
first station and from last.station to home,’ for retired and Reserve personnel 
ordered to active duty. 

As to the “existing laws applying to the Army and the Marine Corps’’ there 
appears to have been no legislation relating to the shipment of household effects 
other than that, since the establishment of the Army, appropriations for the 
Military Establishment have provided funds ‘for transportation of authorized 
baggage,’’ and by progressive steps, Army regulations fixing the baggage allowance 
authorized by the statutes included as baggage a limited weight of household 
goods. Such allowances have from an early date been held to be applicable to 
the Marine Corps under section 1612 of the Revised Statutes. Also, in this 
connection, the act of March 23, 1910 (36 Stat. 243, 255), provided that “hereafter 
baggage in excess of regulation change of station allowances may be shipped with 
such allowances, and reimbursement collected for transportation charges on such 
excess.” While the transportation at Government expense of household effects 
of personnel of the several services covered by said section 12 of the Pay Readjust- 
ment Act of 1942 is thus largely governed by administrative regulations, the 
provisions in the said act of May 18, 1920, and in the Pay Readjustment Act of 
1942, relating to the transportation of household effects, are in conjunction with 
the provisions respecting the transportation of dependents upon permanent 
change of station and since, under the express provisions of said statutes, reim- 
bursement for transportation of dependents rests upon the necessity of travel by 
the officer pursuant to competent orders, it follows that the reimbursement of the 
costs of transportation of household effects contemplated by said statutory 
provisions is limited to the cost of shipping an officer’s ‘‘change-of-station allow- 
ance” of household effects when ordered to make a change of station, including, 
in the case of retired and Reserve personnel ordered to active duty, the change 
“from home to first station and from last station to home.”’ In connection with 
the statutory provisions relating to the home of an officer, it may be stated that 
it consistently has been held that the “home” intended by the statute is the place 
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shown by official records to be the home or official residence of the officer concerned 
(22 Comp. Gen. 555, 560; 23 Comp. Gen. 967; 26 Comp. Gen. 538). 

The Navy regulations in effect during the period here involved are contained ;; 
articles 1870 to 1882, Bureau of Supplies and Accounts Manual. Article 187] 
(h) 1, Change 51, November 1, 1945, of said manual provides that upon termina. 
tion of active duty to which ordered, retired and Reserve personnel are authorized 
to ship the ‘‘change-of-station allowances,’’ permanent and/or temporary as th, 
case may be, “between any points, but limited in cost to shipment of the same 
weight within the allowance from the place of duty to the home of record at th, 
time such personnel were ordered to active duty.”’ Under the statutory authori. 
zation for the transportation of household effects at Government expense, the 
obligation of the Government to transport household effects of retired and Reserve 
personnel ordered to active duty is limited, basically, to the shipment of suc! 
effects within authorized weight allowances from home to duty station, from old 
new duty stations, and from last station to home. Within the scope of suc! 
statutory authorization the Secretary of the Navy authorized by regulation th 
shipment of household effects from any point to any point limited in cost to t! 
cost of the shipment which otherwise might be made between stations under t! 
pertinent change-of-station orders which, in case of orders releasing retired or 
Reserve personnel from active duty, would be the cost of shipment of household 
effects from last station to home. However, the limitation of cost placed upor 
shipment of household effects from any point to any point clearly indicates that i: 
was not intended to impose upon the Government an obligation to make suc! 
shipment under orders which otherwise would not give rise to transportatior 
charges in any amount. Since, where retired or Reserve personnel ordered t 
active duty have not moved their household effects incident to such active duty 
but have allowed them to remain at their home, no shipment of household effects 
as for a change of station is necessitated by orders relieving such personnel fron 
active duty and returning them to their homes, no right to transportation of 
household effects arises by reason of such orders. Hence, it seems evident that 
the authority to ship from any point to any point was not intended as authorizing 
shipment from home of record to a selected place pursuant to such orders (26 
Comp. Gen. 70; id. 925). 

In view of the foregoing, and the further fact that enactment of the proposed 
legislation would afford preferential treatment to the officer named therein not 
only over other naval personnel who may be similarly situated but over members 
of the Army and Air Force who have been required to bear the expense of mov- 
ing their household effects from their homes of record to selected places follow- 
ing their release from active duty, this Office does not look with favor upon the 
enactment of the proposed bill. 

Sincerely yours, 
FraNK L. YATEs, 
Assistant Comptroller General of the United States. 
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WALTRAUT MIES VAN DER ROHE 


Marcu 20, 1953.—Ordered to be printed 


Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany S. 306] 


The Committee on the Judiciary, to which was referred the bill 
5. 306) for the relief of Waltraut Mies van der Rohe, having con- 


sidered the same, reports favorably thereon without amendment and 
recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Waltraut Mies van der Rohe. The bill 
provides for an appropriate quota deduction and for the payment of 
the required visa fee. 

STATEMENT OF FACTS 


The beneficiary of the bill is a 35-year-old native and citizen of 
ce ‘rmany who last entered the United States as a visitor on November 

, 1948, to do research work at the Art Institute in Chicago and to 
eae her study of museum work and the history of art. Her 
father, who is a United States citizen, is director of the architectural 
department of the Illinois Institute of Technology. The beneficiary 
of the bill was employed in Germany with the American military 
government as an interpreter and secretary and later as curator at 
the Fine Arts and Monuments Section of the military government 
in Munich. 

A letter with attached memorandum dated May 21, 1952, to the 
former chairman of the Senate Judiciary Committee from the Deputy 
Attorney General with reference to S. 1295, which was a bill intro- 
duced in the 82d Congress for the relief of the same alien, reads as 
follows: 
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DEPARTMENT OF JUSTICE, 
OFFICE OF THE Deputy ATTORNEY GENERAL, 
Washington, May 21, 1952. 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, United States Senate, 
Washington, D. C. 

My Dear Senator: This is in response to your request for the viaws of the 
Department of Justice relative to the bill (S. 1295) for the relief of Waltraut 
Mies van der Rohe, an alien. The bill would grant the alien permanent residence 
in the United States. 

Ther2 is enclosed a memorandum of information prepared by the Immigration 
and Naturalization Service of this Department concerning the case. 

The quota of Germany, to which Miss van der Rohe is chargeable, is over- 
subscribed and a quota immigration visa is not readily obtainable. The record 
fails, however, to present considerations justifying the enactment of special 
legislation granting her an exemption from the provisions of the general immigra- 
tion laws. 

Accordingly, the Department of Justice is unable to recommend enactment of 
the measure. 

Sincerely, 
A. Devirr VANEcH, 
Deputy Attorney General. 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
SERVICE FiLEs Re WaurrRaAutT Mies VAN DER Rowe, BENEFICIARY OF 8, 1295 


Miss Waltraut Mies van der Rohe, a native and citizen of Germany, was born 
on June 15, 1917. She entered the United States at the port of Baltimore on 
November 14, 1948, as a visitor for 6 months for the purpose of visiting her 
father, Mr. Ludwig Mies van der Rohe, a naturalized citizen of the United 
States, and in order to accept an invitation of the Art Institute in Chicago to do 
research work on its staff and to continue her study of museum work and the 


history of art. 

On December 19, 1949, the alien was granted the privilege of preexamination 
and thereafter was granted several extensions of the period of time within which 
she was required to depart from the United States in connection with her pre- 
examination. The last extension expired on June 22, 1951, and on September 
4, 1951, a warrant of arrest in deportation proceedings was issued against her on 
the charge that she remained in the United States for a longer period than au- 
thorized by law. 

Miss van der Rohe resides in Chicago with her father, an architect, who came 
to the United States in 1939 to accept a position at the Illinois Institute of Tech- 
nology. He is the director of the architectural department of that institute. 
The alien’s mother, who is separated from her father, resides in Germany. 

Miss van der Rohe was employed with the American military government in 
Germany as an interpreter and secretary and later as curator at the Fine Arts 
and Monuments Section of the military government in Munich. At the present 
time she is employed without compensation as a research assistant in the Art 
Institute in Chicago and is being supported by her father. She has a doctor of 
philosophy degree. 

The alien is chargeable to the quota of Germany, which is oversubscribed. 


Senator Paul H. Douglas, the author of the bill, has submitted a 
number of letters and affidavits in connection with the bill, among 
which are the following: 


207 East Superior Street, Cuicaco, IL, 
May 15, 1951. 
Hon. Paut H. Dovauas, 
United States Senate, Washington, D. C. 

Dear Senator Dovaias: Miss Waltraut Mies van der Rohe is the daughter 
of my respected associate and close personal friend, the distinguished architect, 
Ludwig Mies van der Rohe. Miss van der Rohe was separated from her father 
before the last war, when he came here to escape Nazi persecution. Three years 
ago they were reunited in Chicago, where she has been doing highly valued volun- 
teer work at the Art Institute of Chicago. 
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Her father has reached the retirement age and is suffering from increasingly 
severe arthritis, and Miss van der Rohe, the sole member of his family in this 
country, has become absolutely indispensable to him. 

As one of the masters of modern architecture, Ludwig Mies van der Rohe has 
made a unique contribution to the culture of our country, and I firmly believe 
that his daughter would be another valuable addition to our citizenry. 

lhrough my intimate personal acquaintance with Miss van der Rohe since her 
arrival in America, I can affirm without hesitation that she is a person of the 
highest democratic ideals, who opposed fascism with extreme courage and a rare 
spiritual strength. 

Miss van der Rohe aspires to become a citizen of the United States. To achieve 
this end she seriously needs help. I write this to request your help in her behalf. 

Most respectfully, 
A. JaMES SPEYER. 


Harris Trust & Savinas BANk, 
Chicago, [ll., May 14. 1951. 
Hon. Paut H. DovGtas, 
United States Senate, Washington, D. C. 


DeAR SENATOR DovaGtas: It is a real pleasure for me to write to you in behalf 
of Miss Waltraut Mies van der Rohe. Miss van der Rohe is, as you know, seeking 
United States citizenship. Born in Germany, she holds a doctor-of-philosophy 
degree from one of the fine German.universities. While residing in Germany, 
she at all times remained aloof from the Nazi Party and its various organizations, 
as evidenced by the documents which have been submitted in connection with 
her application. She has been residing in Chicago, where she came to keep 
house for her distinguished though aging father, Mr. Ludwig Mies van der Rohe, 
who is dean of the department of architecture at Illinois Institute of Technology 
here in Chicago. 

Miss van der Rohe has served most capably as a worker without pay for the 
Chicago Art Institute. Because of her education and experience, she is quite 
able to support herself by doing teaching or museum work. Consequently, the 
chances that she would ever become dependent upon relief are extremely remote. 
Miss van der Rohe is a person of excellent character. She would make an excel- 
ent citizen; and, in addition, her presence here would be of material benefit to 
her father, already an American citizen, who is one of the Nation’s outstanding 
architects. 

Sincerely yours, 
STaNLEY G. Harris, Jr., 
Assistant Cashier. 


Tue Art Institute or CHicaco, 
Chicago, Ill., May 14, 1951. 
Hon. Paut H. DovwvcGtas, 
United States Senate, Washington, D. C. 


Dear Mr. Dovatas: I should like to underline the appropriateness of Miss 

Waltraut van der Rohe’s becoming a citizen of the United States. She is the 
laughter of the distinguished architect Ludwig Mies van der Rohe, who is director 
of the department of architecture of the Illinois Institute of Technology and who 
left Germany because he was not in any way in favor of the Nazi doctrines. Mr. 
van der Rohe has become an American citizen and, in every way, has fulfilled 
the obligations of such citizenship, and I have every reason to believe that his 
daughter would do likewise. 
+ She is an extremely well-trained young woman in the field of art, history, and 
museum work. I believe that her knowledge and ability would be a definite 
addition to the cause of art in this country. In addition, her father, who is not 
in the best of health and who is engaged in building the new campus for the 
Illinois Institute of Technology, is in great need of her, since she lives at home and 
‘arries on the duties of an official hostess. 

With kindest regards, I remain, 

Very sincerely yours, 
DANIEL Catton Ricu, Director. 
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HEADQUARTERS, Company D, 
3p MiLiraRY GOVERNMENT REGIMENT, 
UNITED STATES ARMY, 
APO 170, March 17, 194 
Subject: Recommendation. 
To: To Whom It May Concern. 
1. Miss Waltraut Mies van der Rohe, a German civilian, has been working as 
secretary to the undersigned since August 1946. 
2. Her work has been consistently of a high order. She has been punctual, 
conscientious, hard-working, and trustworthy. She has had to meet many 
people, both American and German, and has handled each situation with tact and 


diplomacy. Her political background has been carefully screened prior to em- 
ployment with military government and has been found to be clear of any Nazi 
taint 


Rorert M. Conno.uy, 
Lieutenant Colonel, AGD, 
Executive O flice 


Marcu 19, 1951. 
To Whom It May Concern 
From March 1946 to August 1947 I was assigned to the 970th Counterintelli- 
gence Corps, region V (Regensburg, Germany) and for most of that time com- 
manded the subregional office, in Regensburg, which had the duty of investigating 
and clearing for employment by military government all German civilians, [ 
had charge of the records of these investigations, and can state that Waltraut M. 
van der Rohe was screened by the Regensburg CIC office and cleared of any, 
connection with the NSDAP. Miss Van der Rohe’s only contact with the NSDAP 
was the 6 months’ forced farm labor (Arbeitsdienst) made compulsory for all 
students who were to attend any university; this forced labor is regarded as 
victimization by, rather than cooperation with, the NSDAP. 
Subsequent to her clearance by the CIC, Miss Van der Rohe occupied a position 
of trust with the military government, Regensburg, for over a year and a half, 
The above statements are made of my own personal knowledge and can be 
confirmed by CIC records. 
Tueopvore A. Hersey, 
{formerly] ist Lt., TC, 
Commanding subregion, Regensburg, 
970th CIC Det., Region V, ETO. 


7 WASHINGTON AVENUE, WINTHROP, Mass. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 306) should be enacted. 
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CORNELIUS A. NAVORI 


Marca 20, 1953.—Ordered to be printed 


Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany S. 314} 


The Committee on the Judiciary, to which was referred the bill 
314) for the relief of Cornelius A. Navori, having considered the 
same, reports favorably thereon without amendment and recommends 
that the bill do pass. 
PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Cornelius A. Naveri. The bill provides for 
an appropriate quota deduction and for the payment of the required 
visa fee. 

STATEMENT OF FACTS 


The beneficiary of the bill was born in Hungary on March 21, 1918, 
and is presently stateless. He entered the United States on October 
27, 1949, to do graduate and research work at the Chicago Lying-in 
Hospital under an appointment from the University of Chicago. He 
is presently a resident physician at the hospital where it is sts ated that 
he is rendering valuable and essential services of a highly skilled 
nature. 

A letter with attached memorandum dated June 18, 1952, to the 
former chairman of the Senate Committee on the Judiciary from the 
Deputy Attorney General with reference to S. 2035, which was a bill 
introduced in the 82d Congress for the relief of the same alien, reads 
as follows: 

June 18, 1952. 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in reponse to your request for the views of the 

Department of Justice relative to the bill (S. 2035) for the relief of Cornelius A. 
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Navori, an alien. The bill would grant the alien permanent residence 
United States. 

There is attached a memorandum prepared by the Immigration and Na 
ization Service of this Department setting forth the facts in the case. 

The quota for Hungary, to which the alien is chargeable, is oversubseri 
and an immigration visa is not readily obtainable. However, the record 
to present any facts which would justify granting him a preference over ot} 
aliens who desire to enter the United States for permanent residence and 
are awaiting their regular turns for the issuance of immigration visas. 

Accordingly, the Department of Justice is unable to recommend enact: 
of the bill. 

Sincerely, 
A. DEviItT VANECH, 
Deputy Attorney Genera 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATIO 
ServicE Fines Re Cornewius A. Navorti, BENEFICIARY OF 8S. 2035 


The alien, who was born in Hungary on March 21, 1918, now claims t 
stateless. He arrived in the United States at the port of New York on Octo! 
27, 1949. He was admitted on October 31, 1949, as an immigrant student under 
section 4 (e) of the Immigration Act of 1924 for a period of 10 months.  H¢ 
has not been granted any extension of his stay in the United States.  Deporta 
tion proceedings were instituted against him and, on August 21, 1951, he was 
granted the privilege of voluntary departure. 

The alien is a graduate of the University of Budapest and was awarded thx 
degree of doctor of medicine. He had a rotating internship at that university 
for 5 years and was a resident physician in its department of obstetries and 
gynecology for 4 years. In 1944 and 1945 he was a flight surgeon in the 
Hungarian Army. He also was an instructor in the department of obstetrics 
and gynecology of the University of Budapest from September 1, 1947, to October 
3, 1948. He came to the United States to engage in graduate and research wor! 
at the Chicago Lying-in Hospital under an appointment from the University of 
Chicago. He was granted a further appointment as an assistant in obstetrics 
from July 1, 1950, to June 30, 1951. receiving a salary of $3,000 in order that he 
might continue his practical training. Since September 1, 1951, he has bee: 
employed as a resident physician at the Chicago Lying in Hospital and_ will 
receive the sum of $600 plus maintenance from January 1, 1951, through Jun 
30, 1952, when his present appointment will expire. 

Dr. Navori is single, has no relatives in the United States. and does not hay 
anyone dependent upon him for support. His mother, and brother reside 
Hungary 


Senator Paul H. Douglas, the author of the bill, has submitted a 
number of endorsements in behalf of the beneficiary of the bill, among 
which are the following: 


THe UNIversity oF CHICAGO, 
DEPARTMENT OF OBSTETRICS AND GYNECOLOGY, 
Tue Cuicaco LyinG-1n Hospirat, 
Chicago 37, Ill., November 19, 1951 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator McCarran: May I present the following pertinent data finan 
concerning Dr. Cornelius A. Navori in support of 8S. 2035 sponsored by Ho: 4 4h 
Paul H. Douglas. minal 

(1) Dr. Navori was on the staff of the department of obstetrics and gynecology com! 
of the University of Budapest until October 3, 1948. His disapproval of the Dy 
Communist control of educational policy, social and individual life, exposed him 
to increasing pressures so that life became unbearable for him in his natiy 
country. Prior to these difficulties he had made plans to spend at least a year in 
postgraduate study at the University of Chicago. His obvious antagonism 
increasing Communist influence made it necessary for him to flee Hungary 0: 

October 3, 1948. He made his way to France with the hope that he would receiv: 
an ease permit into the United States so that he could continue his medical 
studies 
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While he was waiting in Paris for his American visa the Communist Govern- 
t of Hungary tried to recall him. He refused to return and was deprived of 
Hungarian citizenship. He became a stateless refugee registered by the 
rnational Refugee Organization in Paris. 

2, Dr. Navori has been working at the Chicago Lying-in Hospital of the 

versity of Chicago since his arrival in the United States of America. He is 
vaged in research, teaching, and clinical work. He has made excellent progress 

ir specialty and has become a very valuable member of our staff. The 
reasing shortage of physicians in our institution has made him more essential 

an ever to us 
As of September 1, 1951, he is the senior resident physician on gynecology 

in our department. This appointment provides board and room as well as a 
tipend of $1,050 per year. He is thus self-supporting. There is no reason why 

should not continue on our staff indefinitely with liberal increases in salary. 

He will have no difficulty whatever in maintaining himself adequately. 

|) He has never been engaged in any activities, political or otherwise, injuri- 
us to our American public interest. He has never been a member of any group 
or society which advocates communistic ideas. He is thoroughly convinced of 
all the virtues of the democratic way of life and feels that it is worth any sacrifice. 

He entered this country at New York City on November 1, 1949, on a 4E 
student) visa with a travel document issued by the police prefecture of Paris for 
the period of 1 vear. At our suggestion he applied for an extension of his visa 
before it terminated but the French consulate refused to extend it. 

Dr. Navori has a mother and a brother remaining in Hungary. His mother 
has been threatened with deportation because of her son's escape to this country. 
His brother was denied further attendance at the University of Budapest where 
he was a student in economics and was ordered into a labor camp from which he 
was drafted into the Hungarian Army He became ill and was discharged from 

army. He is now living with his mother in Budapest under intolerable con- 
litions. Their difficulties stem in a large measure from the escape of Dr. Navori. 

During World War II Dr. Navori served as a flight surgeon in the Hungarian 
Army. At the end of the war he was a prisoner of war in the American zone of 
Germany. 


5) He has committed no offenses under any Federal or State law with the 


ception of his remaining in this country bevond the expiration of his visa. 
tespectfully vours, 
M. Epwarpb Davis, M. D., 
JoserpH Bouivar Dele 
Profe ssor, Obstetrics and Gynecology 


Subseribed and sworn to before me, a notary public in Cook County, Ill., this 
20th dav of November 1951. 


SEAL] Mitprep H. Mircneuy, Notary Public. 


THe UNIVERSITY OF CHICAGO, 
DEPARTMENT OF ORSTETRICS AND GYNECOLOGY, 
THe Cuicaco Lytne-1n Hosprtrat, 
Chicago 37, Ill., November 20, 1951 
Senator Pat McCarran, 
Chairman, Senate Judiciary Committee, 
Senate Office Building, Washington, D. C. 


Dear Senator McCarran: I understand that Senate bill S. 2035 (re Dr. 
Cornelius A, Navori) will be submitted for consideration to the Senate Judiciary 
Committee. Inasmuch as Dr. Navori has been at the Chicago Lying-in Hospital 

the capacity of assistant resident and now resident in gynecology since his ad- 

ussion to the United States I wish the privilege of a personal report to your 
committee. 

Dr. Navori is self-supporting and will be able to continue to be so. His pro- 
fessional conduct has been exemplary. His appearance and manner are educated, 
refined, and cultured. His decorum is above reproach. His integrity and morals 
are on the same high plane. 

From my critical attitude of the many problems related to refugees I am con- 
vinced that Dr. Navori is the type to be given citizenship in the United States, 





CORNELIUS A. NAVORI 


Thank vou for your careful consideration and, I hope, favorable action 
Senate bill S. 2035 (Dr. Cornelius A. Navori). 
Respectfully yours, 


On 


H. CLtose HaksseEtTIngE, M. D., 
Professor and Secretary, 
Department Obstetrics and Gynecology, 


THe UNIVERSITY OF CHICAGO, 
DEPARTMENT OF OBSTETRICS AND GYNECOLOGY, 
THe Cuicaco Lyina-1In Hospirat, 
Chicago 37, Ill., July 28, 1961, 
Hon. Paut DouGtas, 
Senate Office Building, Washington, D. C. 


Dear SeEnatTOR Douauas: Dr. Cornelius A. Navori has been an assistant and 
resident on our service for approximately 2 vears. Iam told that Dr. M. Edward 
Davis, of our department, has written to vou and that vou are introducing a bill 
to make Dr. Navori eligible for citizenship. 

He is going through our residency although he has had his training in Budapest, 
Hungary. He is a conscientious, honest, and able doctor and will be trained in 
our methods if he is permitted to stay. I have seen many refugee doctors and he 
is of the highest type. 

I hope vou will use my letter in the committee in support of the bill. Although 
I am head of the department, I am not biased in this particular case. 

Sincerely yours, 
Wma. J. Dieckmann, M. D., 
Chairman and Chief of Service, * 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 314) should be enacted. 
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DR. ALEXANDRE DEMETRIO MORUZI 


Maren 20, 1953.— Ordered to be printed 


Mr. LANGER, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To aecompans S. 389 


The Committee on the Judiciary, to which was referred the bill 
(S. 389) for the relief of Dr. Alexandre Demetrio Moruzi, having 
considered the same, reports favorably thereon without amendment 
and recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent resi- 
dence in the United States to Dr. Alexandre Demetrio Moruzi. The 
bill provides for an appropriate quota deduction and for the payment 
of the required visa fee. 


STATEMENT OF FACTS 


The beneficiary of the bill was born on February 18, 1900, in 
Rumania and claims to be stateless at the present time. He last 
arrived in the United States on September 30, 1950, as a visitor 
destined to St. Marv’s Hospital in Kansas City, Mo., as an exchange 
student. He came here from Venezuela where he was a professor in 
the medical school in Merida and also served in the department of 
surgery in the hospital at Los Andes in Merida. He is presently on 
the staff of St. Mary’s Hospital and information is to the effect that 
his services are urgently needed. 

A letter dated January 7, 1952, to the chairman of the Senate 
Committee on the Judiciary from the Deputy Attorney General with 
reference to S. 1780, which was a bill introduced in the 82d Congress 
for the reltef of the same alien, reads as follows: 
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DR. ALEXANDRE DEMETRIO MORUZI 


DEPARTMENT OF JUSTICE 
Orrice OF THE Deputy ATTORNEY GENERA! 
Washington, January 7, 1 
Hon. Pat McCarran, 
Chair man, Committee on the Judiciary, 
United States Se nate, Washington,  <. 

My Dear Senator: This is in response to your request for the views 
Department of Justice relative to the bill (S. 1780) for the relief of Dr. Alex 
D. Moruzi, an alien. 

The bill would provide thet Dr. Moruzi shall be ‘considered to have bee: 
fully admitted to the United Stetes for permanent residence as of the dat 
enactment, upon payment of the required visa fee and head tax. It would 
direct the Secretary of State to instruct the quota-control officer, upon the ¢ 
ing of permanent residence to such alien, to deduet one number from the ay 
priate quota for the first vear that such quota is available 

The files of the Immigration and Naturalizetion Service of this Denert: 
disclose that Dr. Moruzi, who claims to be ststeless, is 9 native of Rum: 
havjng been born in Bucherest, on February 18, 1900. He and Mrs. Mi 
arrived at the port of New Orleans, La., on Sey tember 30, 1950, via plane 
were admitted under section 3 (2) of the Immigration Act of 1924 as temy: 
visitors until March 30, 1951. At the time of arrival he wes destined 
Marvy’s Hospital in Kansas Citv, Mo., es an exchange student. His daueht 
Sanda Marie Jeann Moruzi, who was born in Rumania on December 12, 
had vreceded bim to this country, having been temporarilv admitted for 6 mo 
on December 10, 1949, for the purpose of studving et the Freneh Tnstitut 
Notre Dame de Sion, Kanses City, Mo 

After receiving his medical degree, he became a professor of surgery and director 
of a hospital in Yassy, Rumania, during the period from 1933 to May 1947 
During World War II, he served in the Rumanian Army as a surgeon from June 
1941 to August 1945. Part of that time he was chief of the Rumanian Red Cross 
hospitals. Fearing arrest for bis anti-Communist activities he left Rumania by 
plane on May 19, 1947, with seven other refugees and landed in Istanbul, Turkey, 
On July 10, 1947, he departed for Geneva, Switzerland, to join his wife and child 
who had preceded him to that country. He stated that he left Rumania illegally 
The alien and his family went to Merida, Venezuela, in September 1948. | During 
his residence in that country he became a professor in the medical schoo] in 
Merida and also served in the department of surgery in the hospital at Los Andes 
in Merida. 

The wife and daughter of the alien reside with him. His son, George Alexander 
Moruzi, resides in Calgary, Alberta, Canada. The alien has been emploved since 
September 1951 as a surgeon and assistant to Dr. John E. Castles who is employed 
by the Missouri Pacific Railroad. His total monthly earnings amount to $775 
The alien claims never to have been arrested and that he has never been a member 
of the Communist Party or any other subversive organization. 

The quota of Rumania to which the alien is chargeable is oversubscribed and 
a quota immigration visa is not readily obtainable. In this respect his case is 
similar to those of numerous other aliens who desire to enter the United States for 
permanent residence but are unable to do so because of the oversubscribed condi- 
tion of the quotas to which they are chargeable. In recent years many aliens have 
effected their entries into the United States as nonimmigrants as Dr. Moruzi has 
done and have thereafter attempted to adjust their immigration status to per- 
manent residence through the medium of special legislation. The record in his 
case fails to present facts which would justify the enactment of special legislation 
granting him a preference over others who remain abroad and follow the pro- 
cedure prescribed by law in obtaining permanent entry into the United States 

Accordingly, this Department is unable to recommend enactment of this 
measure. 

Sincerely, 
A. Devitt VANECH, 
Deputy Attorney General 


The files of the Senate Committee on the Judiciary contain the 
following information with reference to the bill: 
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INFORMATION REGARDING ALEXANDER DeEMETRIO Morvzi, M. D., 
Kansas City, Mo. 


Born in Bucharest, Rumania, on February 18, 1900 
Cirammar school in Rumania. 
High school in Paris, France. 
College in Paris, France 
School of medicine in Paris, Franee. Graduated in 1929 
Extern and intern of the hospitals of Paris, 1920-29. 
\ssistant professor of surgery for 3 years in Bucharest, Rumania, and for 
logy, 3 vears, in Iassv, Rumania. 
Professor of surgery at the Medical School of Iassy, Rumania, 1938-47. 
Head surgeon, Caritatea Hospital, Iassv, Rumania, 1932-47. 
| have never interfered with polities, for which I have no interest. Ihave never 
registered with any political party. But I fought the best I could against 
munism after the Russian invasion of Rumania, in 1944, until I was obliged 
escape, on May 19, 1947, from my native country in order to avoid arrest. 
From July 1947 until September 1948, I lived in Switzerland, where I joined my 
fe and children, whom I had the foresight to send there (my wife is Swiss) just 
before the Russian invasion. 
Professor of surgery at the School of Medicine in Merida, Venezuela, from 
tober 1948 until October 1950. 
Chief of a department of surgery in the Hospital los Andes, Merida, Venezuela, 
April 1949 till Oetober 1950. 
Intern in St. Marvy’s Hospital, Kansas City, Mo., since October 1, 1950. 
[ have married Miss Susan Marie Pauline de Weck, born on June 30, 1900, in 
Estavaver-le-Lac, Switzerland. 
We have two children: George, born on April 25, 1933, and Sanda, born on 
December 12, 1936, both in Iassy, Rumania. 
\lv wife and daughter are here, in Itansas City; my son is in Calgary, Alberta, 
Canada 


Kansas City, Mo., June 18, 1952. 

To Whom It May Concern: 
(s the radiologist for St. Mary’s Hospitalin Kansas City, Mo., I have had daily 
contact with Alexander D. Moruzi, M. D., for the past 20 months. During this 
tire time Dr. Moruzi has shown excellent cooperation and has always conducted 
imself as a gentleman and ascholar. In all cases he has arrived at his evaluation 
very logical reasoning and has proceeded with a carefully planned course. 
lis care of patients has been individualized and has been directed without regard 
personal sacrifice of time and energy. Major procedures, such as gastric 
ections, have been performed with expert skill. Reexamination of these cases 

toperativelv has verified surgical skill by demonstrating excellent results. 
I have admired Dr. Moruzi’s reactions under adverse circumstances. I have 
had only this occasion to see a capable surgeon suddenly reduced to an intern. 
past was allowed to remain as past and he began to follow directions from the 
us staff members. It was with pleasure that I have seen this surgeon rise 
again to the point where his knowledge and experience is available to all. 

[1 addition to my contact with Dr. Moruzi I have had the pleasure of meeting 
ife and son. These meetings have been both social and professional and 
yusness and sincerity strike me as being a characteristic of the entire family. 

sincerely believe that the spirit and the technieal skill of Dr. Moruzi would be 
et to the United States of America 
Witiram M. Kitcuen, M. D. 


Missovurrt Pactric Hosprra 


James P. Kem, 

Senate Office Building, Washington, D. C. 

Y Dear Str: Supplementing the data which my goo iend, Mr. W. 

k, is sending vou todav, I am sending this le - of ree ndation on our 
Dr. Alexandre D. Moruzi. I am sure that you ki Villiam Kit n, who 

associate of Dr. E. R. Deweese here 

hasten to add that if there is anv other 
in aiding Dr. Moruzi, you need only to call on 
pply any and all data. 
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Let me assure vou of the appreciation of the entire Missouri Pacifie H 
Association for your consideration in aiding Dr. Moruzi If vou could or 
he man, vou would be assured that he is all that we claim for him \ 
appreciation 


Sincerely vours, 


Euiry C. Carrer 
O fic Mar 


P. S.—C. F. Dougherty, general manager of the Missouri Pacifie Railr 
mailing you a plea in Moruzi’s behalf. 


Drs. Hunt, Cummins & Copt 
Kansas City, Vo ss June 2? 
Hon. Jim Ken, 
United States Senate, Wash ngton, ae 

Drar SENATOR: I am writing vou relative to Dr. Alexandre Demetrio Mi 
who has been in the United States since September 1950 on a visa from Vene 
having formerly lived in Rumania. He escaped the Communists in 1947 
entered Switzerland, later going to Venezuela. He was assistant and later 
fessor of surgery in the Universitv of Rumania. After going to Venezie 
Was associated with the medieal school. 

He is now associated with Dr. J. E. Castles, of Kansas City, Mo., and 
with him at St. Marv’s Hospital. He is a well trained genera! surgeon 
eapable of doing all kinds of major surgery and does it well. During his 
Kansas City he has had an excellent reputation, is well known among the de 
and has an ethical standing. 

His visa has now expired and the question of deportation is being consid 
The problem now is to get an immigrant visa either upon the private bill 
was introduced before the Senate by Senator MeMahon, bill No. 1780, or m 
the present omnibus bill 

I would like to see this man retained in Kansas City and some extended arrat 


ment made for his immigration status If you can be of anv service to 
} 


will be appreciated by me and the many doctors in Kansas City 
Sincerely, 


CLaubE J. Hunt. M 


P. S.—I think Mr. Pot Shank talked to you by phone this morning al 
Dr. Moruzi. 
( 


Kansas Crry¥, Mo., June 27, 195 
To Whom It May Concern 

This is to certify that I have known Dr. Alexandre D. Moruzi since Oct: 
1950. 

During the period of his residency in St. Mary’s Hospital and subsequently 
association with Dr. J. E. Castles, I have had the opportunity to observe a great 
deal of his work. 

He is an unusually well trained general surgeon who does all types of 
surgery efficiently. 

He has mature surgical judgment and is a credit to the surgical staff 
Mary’s Hospital. 

His ethical standing is irreproachable and in my opinion would make : 
desirable citizen of the United States. 

Yours truly 
Freperick B, Camppe.ti, M. D. 
Pres de ni, Jackson County Ve lical Sov 
Srate or Missouri 
Co inty of Ja kson, 88° 


Subseribed to and sworn before me this 27th day of June 1952. 


[SEAL] EmMitry C. Carrer, 
Notary Pub 
My commission expires November 23, 1954. 
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Missourt Paciric Hosprrat Association, 
June 25, 1952. 
Whom It May Concern 
= letter is written to endorse professionally and personally Alexandre D 
izi, M. D. His training, professional experience, and related data are set 
mn the attached résumé. 
October 1950, Dr. Moruzi came to St. Mary’s Hospital of Kansas City, 
where he served as an intern for 1 year. During that time I had an oppor- 
to observe first-hand the work that he did, his interest in the patients 
came under his care, and his attitude toward those with whom he worked 
inder whose supervision he was carrying out his service I was struck, as 
my colleagues, with his purposeful, methodical, kindly, and, above all, 
ghly intelligent, approach to his work. It is not often that one finds a skilled 
nician, one so highly trained and capable, and vet having such a definite 
t of humility about it all. 

Since October 1951 Dr. Moruzi has served on the staff of the Missouri Pacific 
Hospital Association as assistant surgeon. He has an outstanding interest and 
, definite ability in the field of abdominal surgery, particularly relating to gastro- 

estinal surgery. Sinee he has been in our organization, he has done a consid- 

le number of interventions, some of them very difficult eases (including 
and subtotal gastrectomy, gastroenterostomy, enteroenterostomy, subtotal 
rectomy with resection of the jejunal loop on Which a previous gastroen- 
stomy had been performed, and a Roux anastomosis, and numerous other 
cedures). The outcome in each ease has been highly favorable. Dr. Moruzi 
convineing and confidence inspiring with his patients, and thev respond and 
erate in a remarkable way 

\lv evaluation of this man’s character can searcely be put into words. Were 

ittempt to state my frank opinion, it would seem to be so thoroughly compli- 

tary as to be overdone. Suffice it to say I have an unqualified admiration 

him. He devotes his entire life to the care of his patients and his family He 

possessed of an integrity which is refreshing in this era of corruption in which 
find ourselves. 

summary, let me state that being as thoroughly well acquainted with Alex- 

lre Moruzi as I am, I can ferret out not the slightest objection that could be 

sed to his being granted citizenship to our United States, and there are scores 

if reasons for his being extended all the privileges of this great country—his skill, 

training, his ability to handle people so remarkably, his moral uprightness, 

{ the sum total of all the qualities that make many of us who take our citizen- 

p all to lightly to feel very unworthy indeed. 

Very truly yours, 
Castes, M. D., 
District Surgeon. 
STATE OF MISSOURI, 
County of Jackson, ss 


Subseribed and sworn to before me, a notary public, this 25th day of June 1952. 


SEAL] Emity C. CARTER, 
\ otar Public. 
J 


\Myv commission expires November 23, 1954. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 389) should be enacted. 
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Marcu 20, 1953.—Ordered to be printed 


Mr. Laneer, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany s. 186] 


The Committee on the Judiciary, to which was referred the bill 
S. 486) for the relief of Che Kil Bok, having considered the same, 
reports favorably thereon without amendment and recommends that 
the bill do pass. 

PURPOSE OF THE BILL 


The purpose of the bill is to grant to the minor child to be adopted 
by citizens of the United States the status of a nonquota immigrant 
which is the status normally enjoyed by the alien minor children of 
United States citizens. 


STATEMENT OF FACTS 


The beneficiary of the bill was born in Korea on June 6, 1942, and 
both of his parents are believed to be dead. He has been taken into 
the family of Lt. Col. and Mrs. Rae A. Donaldson, who are citizens 
of the United States. Colonel Donaldson is on duty with our Armed 
Forces in Japan and he and his family are scheduled to return to the 
United States in the very near future. 

Senator Allen J. Ellender, the author of the bill, has submitted the 
following information in connection with the case: 

UNITED STATES SENATE, 
CoMMITTEE ON AGRICULTURE AND FORESTRY, 
February 10, 1953. 
Hon. Witt1amM LANGER, 


Chairman, Judiciary Committee, 
United States Senate, Washington, D. C. 
Dear Senator: Lt. Col. Rae A. Donaldson, a native of Louisiana, and presently 
on a military assignment in the Far East, is desirous of adopting a Korean orphan 


26007 





2 CHE KIL BOK 


and has been in correspondence with me regarding the matter for some 
He is, of course, particularly concerned with the problem of gaining admissio 
the United States for the child, and, for that purpose I introduced a bill on Ja: 
16, S. 486, which is pending before your committee. 

Inasmuch as Colonel Donaldson is scheduled to return to the States, as yo 
will note from his correspondence which I am enclosing, I should appreciat; 
very much if, under the particular circumstances of this case, you can fi 
possible to expedite consideration of the bill. 

Thanking you, I am with best wishes, 

Sincerely, 
ALLEN J. ELLENDER, 
United States Senator. 


APO 547, PostmMastTeER, 
San Francisco, Calif., December 26, 195 
Hon. ALLEN J. ELLENDER, 
United States Senator, 
State of Louisiana, 

Dear Mr. Evvtenper: Your letter of December 11 is greatly appreciated 
The adoption of this Korean boy has become a matter of great importanc: 
my family, especially to the children. They are going to be keenly disappointed 
that we will not be able to take him home with us when we leave in February. 

About 2 months ago I had sent a letter to Sheriff Kelly, to be forwarded t 
you, with all the information I cou!d get on the child. Perhaps by this time ty 
has sent the letter to vou; however, I will list here again the same informatio 
The information was gathered for me by a Mr. Lee Bungo Ho, whose wife is a 
United States citizen. Mr. Lee also has a son who is a United States citize: 
and at present is a United States marine, Alfred Lec, stationed at Red Bank 
N. J. Mr. Lee is at present contacting the Korean officials to clear up any 
requirement the Korean Government may have. 

Child’s name: Che Kil Bok. 

Date of birth: June 6, 1942. 

Place of birth: Manchuria (exact place unknown) both parents were Korea: 
and were Korean citizens. 

Parents’ name: The family name would be Che; however, I do not have the 
exact names of the mother and father. The boy came to me at Pusan in Septem 
wer 1950. The marines picked him up in Togue where he had been left in a 
orphanage by his parents. About 1 year later I had information his father had 
been taken prisoner by North Korean forces. In 1951 I sent the boy back to 
Togue to make an effort to locate his parents. There is every reason to believe 
his parents are not alive. The authorities had record of an older brother of 
his that had enlisted in the Korean Army, but efforts to locate him have failed, 
and it is reasonable to assume he is missing or killed in action. 

I have many friends in Korea. I served there in 1946-47 and many of 
the Koreans that I knew then were there when I returned in 1950. T! 
people all know the child and all assure me that I should take him with me 
Frankly I had the child with me for 18 months; I clothed him, fed him, sent 
him to school, and he has become as my own son. I purposely delayed this 
action to make absolutely certain that my wife and children shared the desire 
with me to take him into our family. 

I hope this information is sufficient. I will continue my efforts with the 
Korean Government and if I get anything I think will be of value I will forward 
it immediately. However, I feel that this is all the information that I will ever 
be able to get. 

Sincerely yours, 
Rae A. DoNnaLpson, 
Lieutenant Colonel, OM ¢ 


APO 547, PosTMASTER, 
San Francisco, Calif., February 19, 1953 
Hon. ALLEN J. ELLENDER, 
United States Senator, 
State of Louisiana. 


Dear Mr. ELvenper: I appreciate your recent letter very much, and I think 
under the circumstances we will return to the States immediately. We will leave 
on February 26. I can be reached through Sheriff Kelly, in Alexandria, until 
about April 5; after that time my address will be the 369th Quartermaster 
talion, Fort Bragg, N.C. 
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accordance With your suggestion, here are the facts as I reeall them. 

ill name: Rae A. Donaldson, lieutenant colonel QMC, 0354109, 369th 
Quartermaster Battalion, Fort Bragg, N. C. 
* Rorn: August 20, 1913, at Goldonna, La. 

Father’s name: Dr. Buck Donaldson, Castor, La., living, age 75. 

\lother’s name: Freddie Mae Moore Donaldson, Castor, La., living, age 58. 

| have two brothers: Raymond Donaldson, age 35, living in Houston, Tex.; 
Buck Donaldson, Jr., age 28, now attending medical school, Louisiana State 
University, of New Orleans, address 7107 Feret Street. 

| have two sisters: Mrs. A. N. Qualls, age 41, Route 15, Box 252, Houston, Tex.; 
Mrs. J. D. Lambert, age 38, Castor, La. 

Krief historv: I was born at Goldonna, La., on August 13, 1913. My father is 
a doctor (still in active practice at 75) and had come to Louisiana from Alabama. 
In 1920 he moved to Verda, La., and in 1928 we moved to Castor, La., where he 

ives. I finished high school there in 1930, and entered Louisiana State 
University. In the spring of 1933 I dropped out of school and returned in the 
summer of 1935. I graduated in the spring of 1937 with a bachelor of arts degree 
in the teachers’ college. I spent the next vear operating a restaurant just off the 
Louisiana State University campus. On October 29, 1937, I married Marion 
Blanchard, then a sophomore at the university. 

The world situation was serious at that time and my business not too good. I 
sold my interest and went on a 6 months’ tour of duty with the CCC on January 1, 
1939. This was extended for 3 months until September 1, 1939. 

September 1, 1939, I went to Simpson, La., and taught school for 1 vear at the 
Simpson High School. In June of 1940 I resigned this job and was employed as a 
civilian in the CCC, serving at Homer and Farmerville, La., soil conservation 
camps in district E of the Fourth Corps area. This area took in Louisiana and 
Mississippi. I served at this until March 11, 1942, when I was called to active 
duty. I have been on continuous active duty since that date. My duty gen- 
erally as follows: 

1942-45, United States. 

1945-46, Hawaiian Islands, Oahu. 
1946-47, Korea. 

1947-50, United States. 

1950-51, Korea. 

1952, Japan. 

Wife’s name: Marion L. Blanchard. 

Born: October 20, 1920, at Alexandria, La. 

Parents’ name: Mr. and Mrs. F. J. Blanchard, of 601 Chester Street, Alex- 
andria, La. 

One brother, Mr. Francis Jansen Blanchard, 49 West Park Road, Grand 
Isla id, N. ¥, 

Three sisters: Mrs. Grady Kelly, 37 Chester Street, Alexandria, La.; Mrs. Jack 
Dempsey, 2100 Howell Mill Road, Atlanta, Ga.; Mrs. Joe Betty Blanchard, living 
with her parents. 

Mrs. Donaldson entered Louisiana State University in 1936 and the following 
year we were married on October 29, 1937. 

We have 5 children: Francis Richard Donaldson, age 13, born May 4, 
1939; Mary Lyle, age 12, born February 25, 1941; Florence Rae, age 10, born 
October 3, 1942; all born in Alexandria, La. On November 22, 1944 at Fort 
Jackson, S. C., a baby girl died at birth. 

Marie Antoinette, age 6, born December 31, 1946, at Tripler General Hospital 
in Honolulu, and Elizabeth Bertyle, age 3, born January 16, 1950, at Fort Totten, 
NX. Y. When this child was born it was necessary to operate to save Mrs. Donald- 
son’s life, and as a result we can have no more children. We have regretted this 
very much as we both wanted another son. Being denied this privilege by some- 
thing beyond our control, we have decided to adopt a son. In August of 1950 I 
was ordered to Korea. Just before the Inchon two soldiers brought a Korean boy 
to my office and asked me if I would keep him until they returned. During those 
lays this was not unusual. I agreed to look after the child and as time went by 

hecame more and more attached to him. He learned to speak English fluently 

d became known in Korea as my son. I left Korea in December 1950, and left 
tim with Lt. Col. Louis Crouch until I could get my family to Japan, and arrive 
at a decision to adopt him. I wanted to make certain my wife and children would 
want him. After careful consideration we decided that we would. We are both 
certain we can take this boy into our home, and love him as our own, and we are 
also certain our children will love him as they do each other. 
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I am enclosing a recent family photograph that you may turn over with my 
file. Also here are references that are readily available that know my fami 

1. Mr. Curtis Bordelon, Guaranty Barber Shop, Alexandria, La. 

2. Mr. J. Melton Oakes, Homer National Bank, Homer, La. 

3. Mr. William M. McCann, Investors Diversified Service, Inc., 308 Central 
Massau Building, Hempstead, Long Island, N. Y. 

Mr. MeCann can give any financial information that is necessary. 

1. Mr. Walter Conlyon, Alexandria, La. 

5. Lt. Col. Louis C. Crouch, 2605 Valles Drive, Alexandria, La. (Supply ivi. 
sion, Chief of Engineer office in the Pentagon Building). 

6 Mrs. Robert KF, Cochrs hh, 206 Cedar Hurst Drive, Jackson, Miss. 

7. Lt. Gen. and Mrs. Hubert Harmon, USAF, Fort Totten, N. Y. 

My 201 file at the Pentagon can be opened if deemed desirable to examine my 
Army record. I entered the Army in March of 1942 a first lieutenant and on 
December 5, 1950, | was promoted a lieutenant colonel. 

I don’t have any more information to offer concerning the child. I’ve made 
every effort to locate a relative of some sort but have been unsuccessful. [’m 
quite certain his mother and father are both dead, and it’s reasonable to believe 
his only brother has been killed in action. At least the ROK Army has 
unable to locate him 

My wife and I appreciate very much what you are doing for us. 

Sincerely, 
RaE A. DONALDSON, 
Lieutenant Colonel, GMC. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 486) should be enacted. 
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Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany 8. 516] 


The Committee on the Judiciary, to which was referred the bill 
(S. 516) for the relief of Ronald Lee Oenning, having considered the 
same, reports favorably thereon without amendment and recommends 
that the bill do pass. 

PURPOSE OF THE BILL 


The purpose of the bill is to grant to the minor adopted child of 
citizens of the United States the status of a nonquota immigrant which 
is the status normally enjoyed by the alien minor children of United 
States citizens. 

STATEMENT OF FACTS 


The beneficiary of the bill is a 2-year-old child of unknown parentage 
who has been adopted in Japan by Capt. and Mrs. Floyd L. Oenning 
who are citizens of the United States. 

Senator Everett M. Dirksen, the author of the bill, has submitted 
considerable information in support of the bill, among which are 
the following documents: 


STATEMENT OF Facts 


With the Armed Forces of the United States at Yokohama, Japan: 

We, Floyd L. Oenning, a legal resident of the city of Quincy, State of Illinois, 
born on the 11th day of December 1918 at that city and State, presently serving 
with the Armed Forces of the United States outside the continental limits thereof, 
as a captain, having serial No. 01313635, and Margaret L. Oenning, a legal resident 
of the city of Quincy, State of Illinois, born on the 17th day of February 1925 at 
Valley City, Ill., and now accompanying my husband overseas, wish to make the 
following statements: 
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That I, the above-mentioned, Floyd L. Oenning, arrived in Yokohama, Japan 
in the latter part of October 1949 and I, the above-mentioned Margaret |, 
Oenning, arrived in Yokohama, Japan, on March 30, 1950; 

That we were legally married by Justice of the Peace Frank Dang, on May 20 
1949, at Quincy, Ill., and we have no children born of this marriage; ee 

That after making diligent search, both in the Tokyo and Yokohama areas of 
Japan, for about 2 years, on the 14th day of April 1952, we visited the Ritsushiyo 
Fuyokai Institution Children Protection Orphanage located at No. 68, Yoshida- 
machi, Naka-ku, Yokohama, Japan, and came upon a 13-months-old little boy 
named Michio Yoshida, which we immediately took to our hearts and felt we 
would want to have him as our own; 

That on the same day we met this little boy, April 14, 1952, we took him home 
with us from the orphanage and commenced the proceedings to adopt him as our 
own in the Japanese courts, the final degree of adoption having been granted jn 
the Japanese courts on August 21, 1952; 

That we have since started proceedings in the Japanese courts to have Michio’s 
named changed to Ronald Lee Oenning, and we are calling him by the name 
Ronald Lee at the present time; 

That after becoming the adoptive parents of Ronald Lee, we commenced pro- 
ceedings with Congressman Sid Simpson and Senator Dirksen, both of the State 
of Illinois, to introduce a private bill to enable us to take our little boy home to 
the United States with us when we leave Japan; commencing of the above pro- 
ceedings beginning in the month of June 1952; 

That on the 16th day of January 1953, Senator Dirksen introduced a Senate 
companion bill, S. 516, and we are now waiting to receive the final private bi 
from Congress, granting us the right to take our little boy into the United States 
as an American citizen; 

That on October 30, 1952, we were granted a 6 months’ extension from th 
United States Army, to enable us to remain in the Far East Command for thy 
reason that these adoption proceedings and proceedings that must be accom- 
plished to get our little boy into the United States have taken a considerable 
amount of time; 

That pursuant to the above extension, which expires on April 30, 1953, w 
expect to leave Japan at that time and expedition of this matter will be necessary 
to enable us to take our little boy home with us; 

That Ronald Lee has been duly examined by competent Army doctors who 
have certified that he is in perfect physical condition and we are positive that he 
has no communicable diseases at this time; 

That we certify the foregoing statement is true and correct in every respect, 
to the best of our knowledge and belief. 

Dated January 30, 1953, at Yokohama, Japan. 

MARGARET L. OENNING 
Fioyp L. OENNING. 
CERTIFICATE 
JANUARY 31, 1953 
To Whom It May Concern: 


I, the undersigned, custodian of the personnel records of Capt. Floyd L. Oecen- 
ning, 01313635, certify that his expected date of departure from the Far Fast 
Command is April 30, 1953. 

HELEN C. Bowen, 
Captain, WAC, Personnel Officer. 


RELINQUISHMENT AND CONSENT FOR ADOPTION 


To Whom It May Concern: 


The undersigned, Giyokushyo Matsuzaki, hereby certifies that he is the director 
of Ritsushiyo Fuyokai Institution Child Protection, a child welfare institution duly 
incorporated under the laws of Japan; that under and by virtue of the articles of 
incorporation of the aforestated institution, he is authorized to act for and on 
behalf of said corporation. 

That on or about the 21 day of March 1951 a male child presently bearing the 
name of Michio Yoshida was abandoned in a public place in Japan and then 
delivered to the custody of the undersigned. 

That the natural parents of the aforesaid minor male child are unknown. 

That the undersigned has investigated most carefully the integrity, character, 

nd background of Capt. and Mrs. Floyd L. Oenning and said investigation has 
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disclosed that they are suitable and proper persons to have custody of the said 
minor child. 

That the undersigned, acting for and on behalf of the aforestated child welfare 
institution, does hereby waive and relinquish any and all right, title, or claim to 
the aforestated minor child and does hereby consent that said minor child may be 
given into the custody of and adopted by the aforesaid Capt. and Mrs. Floyd L. 
Oenning. 

In witness whereof, the undersigned has hereunto subscribed his name and seal 
this 6th day of June 1952. 

G. MaTSUZAKI. 

Witnessed by 

ZANJABURO SHINMA. 
IkUKO SHOJI. 

A certified true copy: 

Josepu F. Lyncu, Jr., 
Major, OMC. 


JUDGMENT 


Plaintiff: Capt. Flovd L. Oenning, permanent domicile, 1324 North 26th Street, 
Quincy, Ill., United States of America; temporary residence, 700-A, Area X, 
Yokohama, Japan. 

Plaintiff: Mrs. Margaret L. Oenning, permanent domicile, same as Floyd L. 
Oenning; temporary residence, same as Floyd L. Oenning. 

Opposite party: Michio Yoshida, permanent domicile, No. 68, Yoshida-machi, 
Naka-ku, Yokohama, Japan; temporary residence, same as Floyd L, Oenning. 

The judge of the domestic relations court, accepts the plea contained in the 
1952 domestic relations court case No. 3199 between the two parties of the suit 
as just and proper, and renders the following judgment: 

I, Yasutoki Kikuzawa, judge of the domestic relations court, decree that 
plaintiff adopt Michio Yoshida, born January 20, 1951, of Giyosushiyo Mat- 
suzaki, whose permanent domicile is No. 173 Idogayakami-chiyo, Minami-ku, 
Yokohama, Japan. 

August 21, 1952. 

YASUTOKL KIKUZAWA, 
Domestic Relations Court Judge, 
Yokohama Domestic Relations Court. 


I certify that the above document is a true copy. 
August 21, 1952. 
Yt KIO YOSHIDA, 
Assistant Court Clerk, Yokohama Domestic Relations Court 


\ certified true copy. 
Josepu F. Lyneu, Jr., 
Major, Quartermaster Corps. 
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QUINCY, IuL., February A. 1953. 
To Whom It May Concern: 

I understand that Capt. Floyd L. Oenning, 01313635 Quartermaster Section 
Headquarters Company, 8064th AU and Margaret Louise Oenning, formerly 
of this city, are in the process of adopting, or have adopted, a child by the name 
of Ronnie. 

I have known both of them for about 15 years and wish to say that they are 
both honest and upright citizens. 

As to their patriotism, they are truly American and I believe they are worthy 
of any trust that might be placed in them by the Government of the United States, 
or by any individual. 

EvGENE A. JOHNSTON. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 516) should be enacted. 
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Mr. Lanerr, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany S. 616] 


The Committee on the Judiciary, to which was referred the bill 
(S. 616) for the relief of Dr. Albert Haas, having considered the same, 
reports favorably thereon without amendment and recommends that 
the bill do pass. 

PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Dr. Albert Haas. The bill provides for an 
appropriate quota deduction and for the payment of the required 
visa fee. 

STATEMENT OF FACTS 


The beneficiary of the bill is a 40-vear-old native of Hungary and 
citizen of France who last entered the United States as a visitor on 
May 19, 1950. His status was changed to that of an exchange visitor 
on June 4, 1951. Shortly after his arrival he became an extern in 
tuberculosis rehabilitation at the New York University-Bellevue 
Medical Center, New York City, and was subsequently appointed as 
resident physician in that hospital. His wife and 9-year-old son are 
permanent residents of the United States. 

A letter dated March 6, 1952, to the former chairman of the Senate 
Committee on the Judiciary from the Deputy Attorney General with 
reference to S. 1744, which was a bill introduced in the 82d Congress 
for the relief of the same alien, reads as follows: 
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Marcu 6, 1952. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 1744) for the relief of Dr. Alber; 
Haas, analien. The bill would grant Dr. Haas permanent residence in the United 
States. : 

The files of the Immigration and Naturalization Service of this Department dis. 
close that Dr. Haas is a native of Hungary and citizen of France who was born oy, 
October 27, 1911. He last entered the United States at the port of New York 
on May 19, 1950, when he was admitted as a temporary visitor. On June 4, 195| 
upon his application therefor, his immigration status was changed to that of ay 
exchange visitor under section 201 of the United States Information and Educa. 
tional Exchange Act of 1948 (Public Law 402, 80th Cong.) and he was granted an 
extension of stay until December 31, 1951. He stated that his purpose in entering 
the United States was to study American methods of rehabilitation in tuberculosis 
cases and to visit his wife and child who previously had been admitted into th: 
United States for permanent residence on July 28, 1949, and who subsequently 
returned to France for a visit and were readmitted into the United States as 
returning resident aliens on June 6, 1950. 

Dr. Haas stated that although he was born in Hungary, he is a citizen of France 
He stated that he graduated from the Medical University in Budapest, Hungary, 
in 1937, and in 1938 went to France where he underwent residency training in 
tuberculosis in various sanatoriums. Shortly after his arrival in the United States 
in 1950, he became an extern in tuberculosis rehabilitation at the New York 
University-Bellevue Medical Center in New York City, serving in that capacity 
until July 1, 1951, when he was appointed as resident physician in that hospital 
He is presently serving there in that capacity at a salary of $140 per month plus 
board. Dr. Haas stated that he maintains a residence for his wife and child in 
New York City, and that he wishes to remain in this country with his family and 
carry on his specialized work in the medical field. Dr. Haas’ wife testified that 
she married Dr. Haas on October 27, 1940, in France, and that they have a 9-year- 
old son, born in France, and that both she and their son were admitted to the 
United States for permanent residence. 

The quota for Hungary, to which the alien is chargeable, is oversubseribed and 
an immigration visa is not readily obtainable. As heretofore stated, the immigra- 
tion status of Dr. Haas was changed on June 4, 1951, to that of an exchange 
visitor under section 201 of the United States Information and Educational 
Exchange Act of 1948, which provides that persons admitted under that section, 
“Shall not be eligible for suspension of deportation under clause 2 of subdivision 
(ec) of section 19 of the Immigration Act of February 5, 1917.’ Therefore, the 
alien is not eligible for the administrative relief of suspension of deportation, and, 
without the benefit of special legislation, he may not be permitted to remain 
permanently in this country. 

Whether, under the circumstances in this case, the general provisions of the 
immigration laws should be waived presents a question of legislative policy con- 
cerning which this Department prefers not to make any recommendation. 

Sincerely, 
A. Devitt VANECcH, 
Deputy Attorney General. 


Senator Herbert H. Lehman, the author of the bill, has submitted a 
number of letters and documents in connection with the case, among 
which are the following: 


Dr. AupertT Haas (8. 1744, 82p Cona., Ist Sess.) 


The following information is submitted for the consideration of the Senate 
Judiciary Committee in connection with 8. 1744 (82d Cong., Ist sess.), introduced 
by Mr. Lehman on June 25 (legislative day, June 21), 1951, a bill for the relief of 
Dr. Albert Haas. 


1. The circumstances surrounding the entry of Dr. Haas to the United States 
Dr. Albert Haas, who is now residing at 1 Christopher Street, New York, N. ¥ 


is a French citizen, born in Salalovo, Hungary, October 27, 1911. He graduated 
from the Medical University of Budapest in 1937 and interned from 1937 to 1938 
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at St. Janos Hospital, Budapest. In 1938, Dr. Haas went to Plateau d’ Assis 
France) where he underwent residency training in tuberculosis in various sani- 
toria. He was in Plateau d’Assis at the outbreak of the war and enlisted and 
served in the Medical Corps of the French Army during 1939-40. 

When the Germans occupied France, Dr. Haas served from 1940 to 1942 in the 
Hospital Pasteur and Hospital St. Roch in Nice (France) on the physiology service 
and worked with the French underground in the south of France. He was appre- 
hended by the Gestapo in 1942 and deported to various concentration camps in 
France and Germany where he worked as a camp doctor in contagious diseases 
and tuberculosis in prisoner-of-war camps until he was liberated by the American 
Army. Ihave attached copies of the following citations which he received for his 
efforts during this period: 

1. Medal of Resistance, signed by C. de Gaulle, September 1, 1945. 

2. Citation of the Minister of National Defense with the Croix de Guerre 
with Silver Star, signed by Colonel Josset, March 27, 1947. 

3. Citation of the President of the Provisionary Government of the 
French Republic with the Croix de Guerre with Silver Star, signed by General 
Bonneau, December 24, 1946. 

1. Certificate of Service, signed by Field Marshal Montgomery, May 6, 
1946. 

5. Certificate and citation from United States Army Medical Service, 
signed by Maj. Donald H. Vollner, August 6, 1945. 

Dr. Haas has the original of these citations and many others attesting to the 
outstanding work he did in the service of the United Nations and our allies 
during this period. 

As his mother was of French descent, Dr. Haas, as a result of his service to the 
Republie of France, was granted French citizenship in 1945, and served as medical 
chief, French headquarters, in Vienna (Austria) during 1945. In 1946 to 1948, 
he served on the chest service of the Hospital Leinee in Paris and was delegated 
by the National Office of Ministry to War Veterans to organize the first French 
post-cure center for arrested-tuberculous veterans near Paris. 

In 1948, Dr. Haas was invited by the Israeli Government to give a series of 
lectures on rehabilitation of the tuberculous in Tel Aviv and Jerusalem. From 
1949 to 1950 he served as medical chief of several rehabilitation centers for dis- 
placed tuberculous and physically handicapped persons in Germany as a member 
of the staff of the International Refugee Organization. 

On May 9, 1950, Dr. Haas arrived in New York on the /le de France on French 
passport No. 78683 issued June 14, 1948, and on a nonimmigrant visa No. 6320 
dated May 5, 1950, valid for 12 months after date of issue. Dr. Haas’ purpose in 
coming to the United States was to study tuberculosis rehabilitation. Shortly 
after he arrived here, I came in contact with him and made arrangements for him 
to become an extern in tuberculosis rehabilitation on the tuberculosis service at 
Bellevue Hospital. As he is on a visitor’s visa, he has not been receiving any 
compensation for his service, although he has been spending full time on this serv- 
ice for nearly a year and has done outstanding work. 

Dr. Haas’ wife, Sonja Sophie Haas, and their son, Francois (born October 3, 
1942), had previously entered the United States at New York, N. Y., on July 28, 
1949, on the steamship De (Grasse on immigration visa on certification No. 
0300-K-—170454 from the Commissioner of Immigration and Naturalization. On 
September 26, 1949, Mrs. Haas filed her first papers (Declaration of Intention for 
Citizenship, Form N-315, U. 8. Department of Justice, No. 606954). 

2. The present activities of Dr. Haas 

Shortly after Dr. Haas arrived in the United States on May 9, 1950, the under- 
signed, Dr. Howard A. Rusk, professor and chairman, department of physical 
medicine and rehabilitation, New York University College of Medicine, came in 
contact with him and made arrangements for him to become an extern in tuber- 
culosis rehabilitation on the tuberculosis service at Bellevue Hospital. Dr. Haas’ 
duties have included the direct care of patients suffering from pulmonary tuber- 
culosis, the supervision of interns, nurses, therapists and ward attendants, and the 
clinical teaching of student and graduate nurses, student and graduate physical 
and occupational. therapists, student and graduate social workers, vocational 
counselors and psychologists, and of undergraduate medical students and physi- 
cians enrolled in graduate and postgraduate studies in rehabilitation. 
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8. How Dr. Haas is presently earning a living or whether dependent upon son 
person for support 


Dr. Haas is currently an assistant resident on the tuberculosis service at Bi ue 
Hospital, New York City. There is little doubt in the mind of the undersigned 
concerning Dr. Haas’ ability to be financially independent. There is currently 4 
great need in this Nation for physicians with specialized training and experieice 
in tuberculosis and particularly in the rehabilitation of the tuberculous. At the 
present time there are and have been many position vacancies for such specialists 
in the New York City Department of Hospitals, private and voluntary sanitoria 
and hospitals throughout New York, and in such Federal hospitals as those of the 
Veterans’ Administration, Indian Service, and the United States Publie Health 
Service. These vacancies exist not only in New York State, but in city, State 
voluntary, and private institutions throughout the Nation. Dr. Haas has been 
informed by the New York State Department of Education that his medical traj 
ing has been such that he will be eligible to take the examinations for licensure j) 
New York State should this bill be enacted. Fortunately, he has or ean obtai; 
the necessary papers certifying his medical training and experience and his medica 
work with the French Army, Freneh underground, and with the Internationa 
Refugee Organization. 


,. Whether or not Dr. Haas is engaged in any activities, political or othe 
injurious to the American public interest 


To the knowledge of the undersigned, Dr. Haas is not now currently engaged or 
has been engaged in the past in any activities, political or otherwise, injurious to 
the American public interest. In this connection, your attention is invited to the 
numerous citations granted Dr. Haas by the United States Army and our allies 


during World War II. It is the opinion of the undersigned that Dr. Haas is an ° 


outstanding physician who can make and is making a significant contribution to 
the welfare of this Nation in a professional field in which professional persons of 
his background are greatly needed. This is an opinion which is shared by 
other senior staff members at Bellevue Hospital with whoin Dr. Haas has bee 
associated this past year. 


5. Has Dr. Haas been convicted of an offense under any Federal or State law, and, 
if so, what offense? 
To the knowledge of the undersigned, Dr. Haas has never been convicted of ar 
offense under any Federal or State law. 
Howarkp A. Rusk, M. D., 
Professor and Chairman, 
Department of Physical Medicine and Rehabilitation, 
New York University College of Medic 


———— 


MEDAL OF RESISTANCE 


Haas Albert replying to the call of France in danger, you rejoined the Free 
French Forces. You were one of the voluntary team, constituting the good 
““Compagnons,”’ who maintained our country in the war and in the honor. 

You belong to those who, at the first rank, enabled our country to get the 
victory. 

This object just being reached, I want to thank you amically and simply, in 
the name of France. 

C. pe GAULLE. 

SEPTEMBER 1, 1945. 


CERTIFICATE OF SERVICE 


By this certificate of service I record my appreciation of the aid rendered by 
Haas Albert as a volunteer in the service of the United States for the great cause 
of freedom. 


B. L. MonTGOMERY, 
Field Marshall, 
Commander in Chief, 21st Army Group. 
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CERTIFICATE 
MAUTHAUSEN, August 6, 1945 


| certify herewith that Mr. Haas Albert, M. D., ward physician, has volun- 
teered to stay in Mauthausen Camp, Nineteen Hundred and Thirtieth Evacuation 
Hospital (women’s hospital) until its closing, for the purpose of aiding the Ameri- 
, to collaborate with United States Army Medical Service o1 
diseases control (typhus fever, typhoid, and 


can authorities, i. e 
ternal wards and contagious 


tuberculosis 
He is to be recommended for his conscientious and skillful performance 


anties, 


DonaLp H. VoLLNER, 
Major, Medical ( orps, 
United States Army 
130th Evar ation Hlos 


(JENERAL ORDER No. 91 


Paris, March 27, 194 


y 


Che Minister of the National Defense cites to the Order of the Division, Haas 
\lbert, Lieutenant (F. F. ©.) officer of the French underground in territory oceu- 
pied by the enemy. Arrested by the Gestapo; deported at the concentration 
camp of Mauthausen. Being an M. D. and seeing his knowledge of the Germar 
language, he became medical chief of Guzen II, where, at the risk of his own life, 
he succeeded to stop the killings at the infirmary. 

Several of our patriots owe him. their lives. At 
although being in a deficient state, he remained there to help his sick countrymen 
and agreed to be repatriated only after the departure of the last Frenchman 
This citation comports the attribution of the Croix de Guerre with silver star 

Colonel Joss 
General Delegate FECT 


the liberation of the camp, 


MINISTER OF THE NATIONAL DEFENSE, 
General Delegation F FCT, 
Paris, May 8, 194? 


( opy certified conform: 
Lieutenant Colonel Nost, 
Chief of the Section “ Decorations-Resistance.”’ 
The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 616) should be enacted. 
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ERTAIN CASES IN WHICH THE ATTORNEY GENERAL 
HAS SUSPENDED DEPORTATION 


Marcu 20, 1953.—Ordered to be printed 


Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany 8. Con. Res. 20] 


The Committee on the Judiciary, to which were referred certain 
cases in Which the Attorney General has suspended deportation for 
more than 6 months, having considered the same, reports favorably 
on certain of said cases and recommends that Senate Concurrent 
Resolution with reference to certain of said cases do pass. 


PURPOSE OF THE CONCURRENT RESOLUTION 


The purpose of the concurrent resolution is to record congressional 
approval in accordance with Public Law 863 of the 80th Congress of 
suspension of deportation in certain cases in which the Attorney 
General had suspended deportation for more than 6 months. 


SIATEMENT OF FACTS 


Since 1940 and prior to July 1, 1948, the law provided in substance 
that the Attorney General may suspend deportation of certain aliens 
if he finds that such deportation would result in serious economic 
detriment to a citizen of the United States or legally resident alien who 
is the spouse, parent, or minor child of such deportable aliens. Under 
the then existing law such suspension of deportation was subject to 
review by the Congress; but if within a designated period of time the 
Congress did not pass a concurrent resolution stating in substance 
that the Congress does not favor the suspension of deportation, the 
suspension was final, and the status of the alien involved was adjusted 
to that of a permanent resident. 
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CERTAIN CASES OF SUSPENDED DEPORTATION 





Public Law 863 of the 80th Congress (approved July 1, 1948). 
enlarged the classes of deportable aliens who were eligible i suspen- 
sion of deportation by adding to the group of aliens eligible for sus- 
pension (a) certain aliens theretofore ineligible by reason of race, 
and (6) aliens who have resided continuously in the United States 
for 7 years or more and were residing in the United States on the 
effective date of the act. The proce dure prescribed by the applicable 
law requires affirmative congressional approval in each case before 
the suspension of deportation becomes final and the status of the 
alien can be adjusted to that of a permanent resident 

Included in the concurrent resolution are 867 cases. Eight hundred 
and sixty-two cases included in the concurrent resolution were among 
1,200 cases referred to the Congress on January 15, 1952. Of the 

200 cases referred to the Congress on January 15, 1952, 17 cases 
were withdrawn by the Attorney General; 18 cases have been approved 
by the Congress and 303 cases have been held for further study and 
investigation. Two cases in the concurrent resolution were referred 
to the Congress on June 16, 1952, two cases were referred to the Con- 
gress on July 1, 1952, and one case was referred to the Congress on 
January 15, 1953. 

In each case which is recommended for approval, a careful check 
has been made to determine whether or not the alien (a) has met the 
requirements of the law, (6) is of good moral character, and (c) is 
possessed of strong equities which would warrant the suspension of 
deportation. 

The committee, after consideration of all the facts in each case 
referred to in the concurrent resolution, finds that the concurrent 
resolution should be enacted and it accordingly so recommends its 
enactment. 
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MARcH 20, 1953.—Ordered to be printed 


Mr. Laneer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


(To accompany 8S. 712] 


The Committee on the Judiciary, to which was referred the bill, 
(S. 712) for the relief of William R. Jackson, having considered the 
same, reports favorably thereon, without amendment, and recom- 
mends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to authorize the Secretary 
of the Treasury to pay to William R. Jackson, of Annapolis, Md., 
administrator of the estate of W. C. Jackson, deceased, the sum of 
$11,500 plus interest on such sum at the rate of 4 percent per annum 
from February 24, 1943, to the date of payment, in full settlement of 
all claims against the United States resulting from the unlawful taking 
by the Government of the deceased’s fishing grounds and the depriva- 
tion by the Government of the deceased’s use of his fishing nets in 
the vicinity of Spesutie Island, Md. 


STATEMENT 


In the 81st Congress, a bill (S. 2185) was introduced for the relief 
of W. C. Jackson, now deceased. Subsequently, the Senate by Senate 
Resolution 137, referred the bill to the Court of Claims for action in 
accordance with sections 1492 and 2509 of title 28, United States Code. 

Acting pursuant to Senate Resolution 137, 81st Congress, Ist session, 
the Court of Claims considered this bill, made special findings of fact, 
formulated conclusions of law, and entered an opinion, as follows: 
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WILLIAM R. JACKSON 


IN THE UNirep States Court or CLAIMS 
No. 17859 Congressional 


(Decided April 8, 1952) 


W..uttam R. Jackson, ADMINISTRATOR OF THE Estate oF W. C. Jacusoy. 
DeceaseD, v. THE UNITED STATES 


Mr. Ward E. Lattin for the plaintiff. Messrs. Gardner, Morrison & Rogers wer 
on the brief. 

Mr. Wilson Myers, with whom was Mr. Assistant Attorney General Holmes 
Baldridge, for the defendant. 

The court, upon the evidence, the report of Commissioner Herbert E. Gyles, 
and the briefs and argument of counsel, makes the following 


SPECIAL FINDINGS OF FACT 


1. The plaintiff named in the petition as originally filed on February 21, 1950, 
W. C. Jackson, died April 5, 1951. The Administrator of his estate, William R 
Jackson, has been substituted in his stead as plaintiff in this case. 

2. For some years prior to December 1941, Mr. W. C. Jackson was engaged in 
the commercial fishing business, and during the vears 1940 and 1941 conducted 
commercial fishing operations off the eastern shore of Spesutie Island, Maryland, 
in Chesapeake Bay, with five nets of the pound-net type. Although he only fished * 
five nets at any given time, he owned and maintained nine in condition for ready 
use if needed. The four additional nets were necessary as possible replacements 
in the event of damage to one of the five. 

3. A statute of Maryland enacted into law effective June 1, 1941, required 
fishermen conducting specified types of commercial fishing operations in Maryland 
waters, including fishing with pound nets, to secure annually a license from the 
Maryland Commission of Tidewater Fisheries. From the time of the enactment 
of such statute the holders of licenses had a property right in the fishing grounds 
where they were licensed to fish, and such property right could be sold, pass by 
inheritance to the next of kin of a deceased owner, or be left to others by will 
The requirements to be met in order to secure such annual licenses, and the rights 

ossessed by the holders thereof, are set forth in Article 39 of the Code of Public 
on of Maryland, pertinent excerpts from which are as follows: 

60. Licenses for Commercial Purposes.—Any person who establishes to the 
satisfaction of the Commission that he actually used a pound net, hau! seine, 
gill net, or fyke or hoop net more than 40 yards in length for the taking of 
fin fish for commercial purposes, at any time during the calendar years 1940 
or 1941, shall be entitled to file application with the Commission of Tide- 
water Fisheries, prior to December Ist, 1941, and the Commission shall grant 
his application for a license to operate such, but only such nets as he actually 
operated at any time during such years. 

61. Applications for license shall be filed on forms supplied by the Con- 
servation Commission, and accompanied by the fee fixed by law for the nets 
sought to be licensed. * * * The application shall also state the exact 
location where such net or nets will be set, in the case of pound nets. * * * 

63. Renewal of Licenses.—Licenses to operate nets granted under the au- 
thority of this sub-title shall expire on December 31st of each year, but shall 
be renewable annually to the person named therein, unless revoked or sus- 
pended for cause, provided application for renewal for the ensuing year be 
filed on or before December Ist of the preceding year. If any person shall 
fail to make a bona fide use of his license during any two consecutive license 
years, the license shall lapse and shall not be renewed. 

63D. Transfer of Licenses.—Any licens? to operate pound nets, haul seines, 
gill nets, or fyke or hoop nets issued under this subtitle may be transferred 
whenever the own>r of th2 nets, boats, gear, and other equipment n2c>ssary 
for their operation, or the personal representative of such owner, shall sel! 
and convey the same by bill of sie for a bona fide consideration to any p>r 
son who is eligible under the provisions of Section 27 of this Article. Such 
transfer shall be made only upon the surrender of the outstanding license and 
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the execution of an application by the new owner or owners, as in the case 
of an original application, and the payment of the sum of $5.00 as a transfer 
fee, whereupon the Commission shall issue a new license for the remainder 
of the license year. No new license shall be issued if the outstanding license 
is suspended or revoked at the time of the transfer. 

4. Plaintiff made application prior to December 1, 1941, for a license to fish 
five-pound nets off the eastern shore of Spesutie Island and such a license was 
granted to him by the Maryland Commission of Tidewater Fisheries, and was 
timely renewed by him each year thereafter, to and including the year 1943. 

5. Mr. Jackson continued to conduct his fishing operations off the eastern shore 
of Spesutie Island with five-pound nets during the fishing seasons, pursuant and 
under authority of said licenses, until February 1943. 

6. On February 19, 1943, the Government having leased Spesutie Island from 
its private owners, the Secretary of War redefined the restricted area of the Aber- 
deen Proving Ground, Aberdeen, Maryland, by enlarging it to cover and comprise 
all of Spesutie Island and adjacent waters to certain points, including the licensed 
fishing grounds of W. C. Jackson. On February 24, 1943, the Commanding Gen- 
eral at Aberdeen Proving Ground, Major General C. T. Harris, Jr., notified 
Mr. Jackson by letter that he would no longer be permitted to place fishing nets 
at the fishing grounds along the eastern shore of Spesutie Island. From the time 
of this notice of February 24, 1943, until his death on April 5, 1951, Mr. Jackson 
was not permitted to place his nets in the waters adjacent to Spesutie Island nor 
to utilize said grounds for commercial fishing purposes in any way. A copy of the 
order of the Secretary of War and a copy of the Government map showing the 
restricted area and the location of plaintiff’s nets are in evidence as plaintiff’s 
Exhibits B, C-1, and C-2, and are made part hereof by reference. 

7. Mr. Jackson could not have secured a license to fish at another location in 
the area because all licensed locations were and still are owned by others and no 
licenses are issued for new locations. 

8. On April 10, 1943, Major General C. T. Harris, Jr., requested plaintiff to 
remove his fishing nets and gear from Spesutie Island where they were stored. 

9. By letter dated April 19, 1943, plaintiff wrote to Major General Harris 
requesting permission to leave his nets and gear on Spesutie Island. 

10. Plaintiff was granted permission to store his nets upon the condition that 
he relieve the Government of all risk of loss. An agreement covering this con- 
dition was entered into and permission was given plaintiff to store the nets. The 
letter of Major General Harris to plaintiff dated April 27, 1943, states in part as 
follows: 

You are authorized to leave your fishing nets and gear in the houses in 
which you have them stored on Spesutie Island at your own risk. 

11. The value of Mr. Jackson’s fishing rights could not be determined from 
prices paid for similar rights, since none have been sold in arm’s length trans- 
actions. 

12. The nets and gear while so stored were destroyed by fire on May 1, 1943. 

13. There is no satis‘actory proof of market values of transfers or sales of 
licensed fishing grounds in 1943. 

14. The pound net fishing operations which were conducted by Mr. Jackson 
off the Eastern Shore of Spesutie Island prior to 1943 were seasonal in character. 
The same is true of the fishing activities of other fishermen who operate in this 
same general area. The pound net fishing operations in this area usually begin 
in the latter part of March or the first of April and end the latter part of May 
each year. 

15. The types of fish caught in this fishing area include herring, shad, rock fish, 
perch, catfish, small sturgeon, eels, and carp. The fishermen commonly refer to 
all fish except herring as ‘‘good fish,’”’ the latter term having derived from the fact 
that the price usually realized from herring is less than for the other types of fish. 

16. During the first two or three weeks of the fishing season the fish caught by 
Mr. Jackson, including herring, were sold mainly to a sea-food firm in Havre de 
Grace, Maryland, known as ‘“‘Abrahams Sea Food,” and also to traders who came 
down from Pennsylvania in automobiles and small trucks to secure them. Be- 
ginning at about the middle of April, however, and continuing until the latter 
part of May, Mr. Jackson sold the great bulk of his herring to the Tilghman 
Packing Company, Tilghman, Maryland, but continued to sell the remainder of 
his fish referred to as “good fish’? to Abrahams Sea Food and to traders from 
Pennsylvania. 

17. In the year 1940 Mr. Jackson received $2,325.76 for herring sold to the 
Tilghman Packing Company, $1,411.61 for fish of various kinds sold in that 
year to Abrahams Sea Food, and approximately $750 for fish sold to traders from 
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Pennsylvania, or a total gross amount received of $4,487.37 for fish caught by 
him at his fishing grounds off the eastern shore of Spesutie Island. The total 
expenses incurred by Captain Jackson in connection with these fishing opera- 
tions near Spesutie Island during the 1940 fishing season amounted to approxi- 
mately $2,037.16, leaving a net income from his fishing operations for that season 
of $2,450.21. 

18. In the year 1941 Mr. Jackson received a total of $1,077.72 for herring sold 
to the Tilghman Packing Company, $1,901.35 for fish of various kinds sold to 
Abrahams Sea Food, and approximately $750 for fish sold to traders from Penn- 
sylvania, making total gross receipts for the season of $3,729.07. The total ex- 
penses incurred in connection with the said fishing operations for the 1941 fishing 
season amounted to $2,097.92, leaving a net income from said fishing off the 
eastern shore of Spesutie Island for said season of $1,631.15. 

19. In the year 1942 Mr. Jackson received $2,337.98 for herring sold to the 
Tilghman Packing Company, $1,314.74 for fish of various kinds sold to Abrahams 
Sea Food, and approximately $750 for fish sold to traders from Pennsylvania, or a 
total of $4,402.72 for said fishing season from all sources. His expenses amounted 
to approximately $2,332.76, leaving a net income for the 1942 season of $2,069.96, 

20. The pound nets used by Mr. Jackson in his fishing operations were main- 
tained in good condition and were in good condition at the time he was required 
to cease his fishing operations in February of 1943. 

21. February 10, 1950, a representative of plaintiff requested Ederer, Inc., of 
Philadelphia, Pa., a manufacturer of fish netting, to submit the price of nets 
based on the specifications of plaintiff’s nets. February 17, 1950, Ederer, Inc., 
replied quoting a figure of $739.04 less 20% or a total of $591.23 and advising that 
“our estimate is based on the 1942 figures less 20% which is approximately the 
price five years before that.’’ Nine nets at $591.23 would be $5,321.07. 

Senate Report No. 698, 81st Congress, Ist Session, page three indicates that 
Ederer, Inc., gave a quotation to defendant’s claims officer investigating this 
case of $398.51, or a total for the nine nets of $3,586.59. This investigation was 
evidently made promptly after the fire which destroyed the nets. 

22. Plaintiff’s deceased was the sole owner of this claim and neither said claim 
nor any interest therein is assigned to any other party. 

23. Under date of July 1, 1949, Senator Millard Tydings introduced a Bill in 
the Senate of the United States, identified as S. 2185, 81st Congress, First Session, 
by the terms of which payment to plaintiff’s deceased by the United States of 
$60,000 as damages for loss of his pound net fishing rights off the eastern shore of 
Spesutie Island was proposed to be authorized. Thereafter by Senate Resolution 
137, 81st Congress, First Session, said Senate Bill S. 2185, with accompanying 
papers was referred to this Court for action as outlined and set forth in said resolu- 
tion. A copy of Senate Report No. 698, 81st Congress, First Session, was filed 
with this Court August 9, 1949. 

24. No action has been had upon this claim in Congress or at any of the depart- 
ments of the United States Government or in any independent establishment of 
the United States Government except as recited in said Resolution 137 and in 
the accompanving papers. 


CONCLUSION OF LAW 


Upon the foregoing special findings of fact the court concludes as a matter of 
law that plaintiff has a legal and equitable claim against the United States in the 
sum of eleven thousand five hundred dollars ($11,500), plus, as a part of just 
compensation, interest at the rate of four (4) percent per annum from February 
24, 1943. 

OPINION 


MADDEN, Judge, delivered the opinion of the Court: 
This case has come to us pursuant to Senate Resolution 137, 81st Congress, 
which reads as follows: 

Resolved, That the bill (S. 2185) entitled ‘‘For the relief of W. C. Jackson,” 
now pending in the Senate, together with all the accompanying papers, is 
hereby referred to the Court of Claims; and the court shall proceed with 
the same in accordance with the provisions of sections 1492 and 2509 of 
Title 28 of the United States Code and report to the Senate, at the earliest 
practicable date, giving such findings of fact and conclusions thereon as shall 
be sufficient to inform the Congress of the nature and character of the demand 
as a claim, legal or equitable, against the United States and the amount, if 
any, legally or equitably due from the United States to the claimant. 
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The present plaintiff is the administrator of the estate of W. C. Jackson, who 
filed the petition in this case, but thereafter died on April 5, 1951. Hereinafter, 
for convenience of reference, the word “‘plaintiff’”? may be taken to mean either 
Ww. C. Jackson, during his lifetime, or his administrator. 

For some years prior to 1941, the plantiff was engaged in the commercial 
fishing business, operating off the eastern shore of Spesutie Island, in Chesapeake 
Bay, in Maryland. He used five separate pound nets at any one time, but kept 
nine such nets on hand. A Maryland statute, effective June 1, 1941, a fish con- 
servation measure, required pound net fishermen operating in the Chesapeake 
Bav to take out licenses. To obtain a license, one had to show that he had con- 
ducted commercial fishing operations of that type during 1940 or 1941. If he 
had, he could obtain a license to use the number of nets he had actually used in 
the past. Licenses were to be for one year, but renewal was to be a matter of 
right, unless misconduct should occur justifying refusal of renewal. One who 
had a license, and the accompanying right of renewal, could sell or devise it, or 
let it pass to his estate upon his death. The plantiff obtained a license in 1941 
which he renewed in 1942 and 1943. 

On February 19, 1943, the Government having leased Spesutie Island from its 
private owners, the Secretary of War, acting under authority of the Act of July 
9, 1918, 33 U.S. C. Sec. 3, redefined the restricted areas of the Aberdeen Proving 
Ground, Aberdeen, Maryland, by enlarging it to cover all of Spesutie Island and 
its adjacent waters to specified points. The newly defined area included the 
plaintiff’s fishing grounds. On February 24, 1943, the Commanding General at 
the Proving Ground notified the plaintiff that he would no longer be permitted 
to place his fishing nets in these waters, and the plaintiff was obliged to give up his 
fishing operations in that area. He was unable to secure a license to fish else- 
where, all other locations having been appropriated by other fishermen. He 
asked for and received the Commanding Officer’s permission to store his nets on 
the island, but at his own risk. While they were so stored, they were destroyed 
by fire, which was not the fault of anyone, so far as appears. 

The primary issue, as stated by the plaintiff is his brief is: 

1. Did the action taken by the government in refusing to permit plaintiff 
to continue to conduct pound net fishing operations at his fishing grounds off 
the shore of Spesutie Island from and after February 24, 1943, constitute 
such a taking of a property right of the plaintiff as to entitle him, legally 
equitably, to payment from the United States for the value of that which 
was taken? 

In a sense, what the plaintiff had before he was forbidden to fish was a property 
right. It had value, in that he made his living from it. So far as his relation to 
the State of Maryland was concerned, it had one quality of a property right, the 
quality of alienability. As to permanence, the State could, apparently, have 
changed its laws at will for the purpose of conserving its resources of fish. If the 
Government established a target range on its own land, but forbade farmers on 
adjacent farms to occupy and use their land because they might be hurt by stray 
bullets, or because they or their visitors might discover military secrets, the 
Government’s action would constitute a taking. See Portsmouth Land and Harbor 
Co. v. United States, 56 C. Cls. 494, 260 U. S. 327. The result would seem to be 
the same if the neighbor was disabled from making use of his land which was 
covered by navigable water, if his use, such as for fishing, did not interfere with 
navigation. While the Government may, to protect and improve navigability, 
forbid the private use of navigable waters, it may not do so for some other purpose 
not related to commerce. United States v. Gerlach Livestock Co., 339 U. 8. 725, 
affirming 111 C. Cls. 1, 69-72. 

We think, therefore, that the plaintiff had a sort of property right in his fishing 
ground, and that the Government took that property from him. But the valua- 
tion of what was taken, for the purposes of just compensation, is difficult, for 
at least two reasons. The first is that he fished only by license from and at the 
suffrance of the State of Maryland, which could have changed its law at any time 
and refused him a further license. The second is the considerable fluctuation 
of the plaintiff’s net income from his fishing, during the years before he was 
forbidden, and upon the basis of which his loss must be estimated. The best 
that can be done, in our opinion, is to make an estimate, in the nature of a jury 
verdict, of approximately what the plaintiff's rights and prospects would have 
sold for in 1943. We fix that sum at $10,000. In addition, the plaintiff’s nets 
were reduced to a second-hand value, by his being forbidden to use them. The 
fact that they were later destroyed by fire, without the fault of anyone, did not 
increase the vernment’s liability. But the taking of his fishing ground reduced 
their value by $1,500, for which he should be compensated. 
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It is our conclusion that the plaintiff has a legal and equitable claim against the 
United States for $11,500, plus, as a part of just compensation, interest at the 
rate of 4 percent per annum from February 24, 1943, and we so report to the 
Senate of the United States, pursuant to Senate Resolution 137, 81st Congress 
Ist session. . 

The foregoing special findings of fact, conclusion of law, and opinion, will be 
certified to the Senate of the United States, pursuant to Senate Resolution 137, 
8ist Congress, Ist session. 

Howe.., Judge; Wuitaker, Judge; Lirrteton, Judge; and Jones, Chief 
Judge, concur. 

In the 82d Congress, this committee favorably reported an identical 
bill, S. 3056, which was subsequently passed by the Senate June 21, 
1952, and due to the lateness of the session was not acted upon in the 
House. 

The committee notes that the Court of Claims has concluded, as 
a matter of law that claimant, administrator of the estate of W. C 
Jackson, deceased, has a legal and equitable claim against the United 
States in the sum of $11,500 plus, as a part of just compensation, 
interest at the rate of 4 percent per annum from February 24, 1943. 

In view of the decision in the Court of Claims, the committee recom- 
mends favorable consideration of this bill, S. 712. 


VY 
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CHARLES ANTHONY DESOTELL 


Marcu 20, 1953.—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany 8. 846] 


The Committee on the Judiciary, to which was referred the bill 
(S. 846) for the relief of Charles Anthony Desotell, having considered 
the same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant to the minor adopted child of 
United States citizens the status of a nonquota immigrant which is the 
status normally enjoyed by the alien minor children of United States 
citizens. 

STATEMENT OF FACTS 


The beneficiary of the bill was born in Japan on February 5, 1951, of 
a Japanese mother and an American soldier father. The child was 
released from the Evangelical Orphanage in Kazo, Japan, for adoption 
by T. Sgt. and Mrs. George G. Desotell, who are United States citizens 
presently in Japan where Sergeant Desotell is on duty with our 
Armed Forces. 

Senator John Sparkman, the author of the bill, has submitted a 
number of letters and documents in support of the bill, among which 
are the following: , 

APO 994, Care or POSTMASTER, 
San Francisco, Calif., January 21, 1953. 
Hon. Laurre C. Battie, 

House of Representatives, Washington, D. C. 


Dear REPRESENTATIVE Batt.eE: I request your assistance in submitting neces- 
sary legislation to permit the entry into the United States of America, of one 
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Charles Anthony Desotell, born February 5, 1951, at Kazo, Japan. This 
fant’s mother is a Japanese woman. The father of the infant is believed to be a; 
American soldier. 3: 

The infant Charles Anthony was born out of lawful wedlock and was not ae- n tl 
knowledged by the father, nor was he registered as such with the American eon. Japa 
sulate. ; 

The child was christened Keiji Izumi so he would have a name for reeord pi; 
poses. I christened him Charles Anthony Desotell after T was given complet 
custody of the infant from the Evangelical Orphanage. 

We discovered Charles Anthony in the Evangelical Orphanage in Kazo, Japa 
and adopted him in accordance with Japanese procedures December 29, 

Of course, we propose to go through additional adoption procedures in aceordai 
with appropriate State laws in the United States upon our return to the Zor 
Interior. 

The following information is given with reference to my wife and myself 
was married on November 30, 1938, to Agnes V. Anthony, daughter of George G 
and Daisy L. Anthony. My father resides in Birmingham, Ala., Joseph H 
Desotell. My mother, Myrtle Stone Desotell, is deceased. Both my wife a 
I were born in Birmingham, Ala. I on October 28, 1915, my wife July 25, 191 
We both have lived in Birmingham all of our lives and attended school t 
My elementary schooling was in Crestline Heights, my wife in New Merkle, 
Both of us attended Shades-Cahaba High School. 

We are due to return to the United States in December 1953 and will appreciate 
yout help in obtaining this legislation as soon as possible. I realize it’ will be 
necessary for the proposed legislation to pass the Senate as well as the House of 
Representatives and in order to save time I am sending a copy of this letter and 
allied papers to Senator John Sparkman, so as to familiarize him with the case 

The following-named persons can give information as to the character of n 
wife and I: 

Mrs. Rose Archambeault, Route No. 2, Box 76, Dunns Creek Road, Jacksonville, 
Fla.: Mrs. Hettie Wilkinson, R. F. D. No. 4, Birmingham, Ala.; Mr. Henr 
Airial, 99 Euclid Avenue, Birmingham, Ala.; Mr. and Mrs. Herb Joyner, 903 
Brandywine Street, Jacksonville, Fla.; Mrs. Melba Hunter, 919 Jalna, Houston, 
Tex.; Mr. and Mrs. W. M. Vogt, 154 Cherokee Street, Jacksonville, Fla.; Mrs 
H. J. Jones, R. F. D. No. 8, Cullman, Ala. 

Included among the attachments is a draft of the proposed legislation which 
you may find suitable. You will notice that the word ‘‘alien’’ is not used in 
describing the child. It has been found that much red tape is avoided in obtain- 
ing a passport for the child if the word ‘‘alien’’ does not appear on the bill, so you 
are urged to omit the word “‘alien’’ in the bill you may sponsor. 

Attached are the following documents: 

1. Japanese adoption paper. 

2. Photograph of the infant. 

Medical certificate of the infant. 

Draft of the proposed bill. 

Copy of Private Law 471. 

Financial statement. 

Letter of recommendation from the missionary in charge of orphanage 
Commanding officer’s letter of recommendation. 

9. Recommendation from T. Sgt. Owen T. Tavlor. 

If there is any other information necessary we will be happy to present it at 
the earliest. possible moment. 

Please accept our sincere gratitude for the efforts you may expend in our behalf 

Sincerely, 
GeorGe G. DEsorTseu., 
AF 14069222, Technical Sergeant, USAF. 


DeEcEMBER 29, 1952. 

To Whom It May Concern: 

Re acquiring United States citizenship for the adopted child of T. Sgt. and Mrs. 
George G. Desotell, AF14069222, 4ist Fighter Interceptor Squadron, APO 
994, Tokyo, Japan 

1. I, Mrs. Gertrud E. Kuecklich, director of the Evangelical Orphanage, Kazo, 

Japan, attest to the fact that on November 24, 1952, a male infant child, now 

christened Keiji Izumi, was delivered from my care at the home to T. Sgt. and 

Mrs. George G. Desotell for adoption. 
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2. This child, born February 5, 1951, of mixed blood (evidently American- 
Japanese) was abandoned by his parents. 

3. This child has been completely relinquished by the parents and not registered 
n the name of its mother’s family or with any agency or representative of the 
Japanese Government as required by the law of citizens, or any other government, 
and no claims can be made upon it by any individual, institution, or government. 

}. When the child was adopted by T. Sgt. and Mrs. George G. Desotell, it was 
done not only to give him love, care, security, and education but also to acquire 
for him the same citizenship of his newly adopted parents with my assurance. that 
such adoption involved no further restrictions or qualifications. 

5. Therefore, I certify that the said child is now in the possession of T. Sgt. 
George G. Desotell as a legally adopted child without any reservations. 

GertrRup E. Kueck ic, 
Evangelical Orphanage, Kazo, Japan 
(For the Board of Directors). 


HEADQUARTERS, StH HospiraL Group, 
APO 994, January 13, 1953. 
CERTIFICATE 


Charles Desotell, age 2 vears, son of T. Sgt. George G. Desotell, 41st Fighter- 
Interceptor, is at present time free from tuberculosis, venereal disease, or other 
contagious diseases which may make him a public charge. 

I. Uyepa, 
Captain, USAF (MC). 


fist FiGHTER-INTERCEPTOR SQUADRON, 
35TH FIGHTER-INTERCEPTOR GROUP, 
APO 994, December 17, 1952. 
To Whom It May Concern: 

T. Sgt. George C. Desotell, AF 14069222, has been a member of my squadron 
for the past 4 months. Prior to that time he was assigned to a unit with which I 
am well acquainted. His character is above reproach, and his performance and 
attendance to duty have been exemplary. Sergeant Desotell is mature and is 
desirous of adopting a child. In view of the fact that Mrs. Desotell is unable to 
have children of her own, I most heartily recommend that this couple be given 
every consideration in making adoption possible. 

FREELING H. CLoweERr, 
Captain, USAF, Commanding. 


{ist FIGHTER-INTERCEPTOR SQUADRON, 
35TH FIGHTER-INTERCEPTOR GROUP, 
APO 994, January 6, 1953. 
CERTIFICATE 


I certify that George Gilmore Desotell, AF 14069222 is presently assigned to 
this squadron in the grade of technical sergeant with 10 years’ service for pay 
purposes. Technical Sergeant Desotell’s permanent rank is staff sergeant. 

Technical Sergeant Desotell’s monthly income is as follows: Base pay, $206.39; 
overseas pay, $20; station per diem allowance and separate rations, $69.50. 
Deduct $23 for Federal income tax and that leaves Sergeant Desotell with an 
average monthly income of approximately $271.89. 

James L. Tuomas, 
First Lieutenant, USAF. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 846) should be enacted. 
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JACQUELINE SUE LAWN (AKEMI INOUE) 


Marcu 20, 1953.—Ordered to be printed 


Mr. Lanegr, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany S. 853] 


The Committee on the Judiciary, to which was referred the bill (S. 
853) for the relief of Jacqueline Sue Lawn (Akemi Inoue), having 
considered the same, reports favorably thereon without amendment 
and recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of a nonquota immi- 
grant to the minor child presently in the custody of citizens of the 
United States which is the status normally enjoyed by the alien minor 
children of United States citizens. 


STATEMENT OF FACTS 


The beneficiary of the bill was born in Japan on December 3, 1951, 
of a Japanese mother and an American soldier. The child has been 
released for adoption and is presently in the custody of Sgt. and Mrs. 
Jack Elsworth Lawn, who are United States citizens. 

Senator William E. Jenner, the author of the bill, has submitted a 
number of character references and other documents in support of 
the bill, among which are the following: 


Toxyo, Japan, January 5, 1953. 
In re private bill, Akemi Inoue, also known as Jacqueline Sue Lawn. 
Hon. Wiiu1am FE. JENNER, 
Senator of State of Indiana, 
United States Senate, Washington 25, D. C. 


Dear SENATOR JENNER: My wife and I wish to enlist vour aid in obtaining the 
passage of a private bill for the purpose of obtaining entry into the United States 
of a Japanese child, to be adopted by us. 
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I have 11 years of service with the United States Army and a monthly income of 
$326.96. My wife and I were married at Indianapolis, Ind. on December 21, 141. 
We have been advised by our family doctor that it is impossible for-my wife to 
bear a child, and it is for this reason that we are desirous of bringing into the 
United States a Japanese child, who was born on December 3, 1951, her birth 
name being Akemi Inoue and who will be known hereafter as Jacqueline Sue Lawn 
The child’s mother is a Japanese national, and the father is an American soldier 
whose whereabouts is unknown and who abandoned the mother and the child 
The father and mother of the child were not married. 

My wife and I are permanent legal residents of Rural Route 1, Huntingburg, 
Ind. My wife’s parents, Mr. and Mrs. George W. Fisher, also live at the same 
address. My father, Forrest Lawn, lives at 83 North Ewing Street, Indianapolis, 
Ind., and my brother, Owen W. Lawn, lives in Tendiville, Ind. 

For the purpose of giving you information which you may need to help us, | 
am enclosing two letters of character reference, a group picture of my wife, myself, 
and Jacqueline Sue, a medical certificate for Jacqueline Sue, a certificate showing 
my length of service and monthly income, the agreement of adoption, signed by 
my wife, myself, and the natural mother of the child, an affidavit of the natura] 
mother concerning the birth of the child, and the recommendation of Chaplain 
Harmon D. Moore, of the United States Army. 

I am presently assigned to the 64th Engineer Base Topographie Battalion, APO 
500, care of Postmaster, San Francisco, Calif. I have until December 1953 before 
[ will be reassigned to the United States. I have also been informed by the Ameri- 
can Embassy in Tokyo, Japan, that Public Law 414 of the 82d Congress, the 
McCarran Act, does not provide for the entry into the United States of an adopted. 
child, and that the only solution for my wife and I to bring this child into the 
United States is the passage of a private bill on her behalf. I am going to send a 
copy of this letter to Congressman D. Bailey Merrill in the hope that he will join 
with you in giving us assistance in this matter. 

My wife and I will be sincerely grateful for any and all assistance that you ca 
give us and which will make possible a family circle that otherwise would be 
impossible. 

Sincerely yours, 


Vetma Enrp Lawn, 
Jack E_swortu Lawn, 
Sergeant, 64th Engineer Base Topographic Battalion. 


HEADQUARTERS, 34TH ENGINEER BASE PHOTOMAPPING CoMPANY, 
APO 500, December 4, 1952. 
Subject: Character reference. 
To Whom It May Concern: 


1. Sgt. Jack E. Lawn, has been a member of this unit for the past 8 months 
During this period he has proved to be very reliable and conscientious in all his 
duties. He is extremely well liked by his fellow associates, and has a warm and 
friendly attitude at all times. His character is above reproach. 

2. Sergeant Lawn’s wife is residing in this theater at the present time, and I 
feel that the adoption of a child into the Lawn household will be beneficial to both 
the child and the foster parents. I feel confident the child will be brought up in 
a home with perfect harmony, and will be given all the love-and care a child should 
have. 

Joun H. Wickua,, Jr., 
Captain, CE, Company Commander. 


AGREEMENT OF ADOPTION 


This agreement, made the 4th day of December 1952, between Sedako Inoue, 
No. 264, Yamato-cho, Nakano-ku, Tokyo-to, Japan, party of the first part, and 
Jack Elsworth Lawn, RA6990861, a member of the United States Army, and lis 
wife, Velma Enid Lawn, whose military address is 64th Engineer Base Topo- 
graphic Battalion, APO 500, care of Postmaster, San Francisco, Calif., and whose 
legal address in the United States is Route 1, Huntingburg, Ind., parties of the 
second part. 

Whereas the said party of the first part has a daughter, Akemi Inoue, born 
to her at the Japan Red Cross Hospital, Tokyo, Japan, on December 3, 1951, 
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and the whereabouts of the father being unknown and said father having aban- 
doned said child and not having contributed any sums of money to the support 

‘the said child, said child now being 12 months of age, and whereas said parties 
of the second part are willing to adopt the said child, Akemi Inoue, hereinafter 

known as Jacqueline Sue Lawn, subject to the conditions hereinafter con- 

iined, and on the part of the party of the first part to be observed: 

Now this agreement witnesseth that the said parties covenant and agree as 
follows, that is to say: 

|. The said parties of the second part shall adopt the said child, Jacqueline 
Sue Lawn, and shall, until this child shall attain the age of 21, or shall marry 

der that age, maintain, board, lodge, clothe, and educate her in a manner 
suitable to their station, and as if she were the lawful child of the parties of the 
second part, and shall at the cost of the parties of the second part, and of the 
survivor of them, provide the said child, Jacqualine Sue Lawn, with all necessaries, 
and discharge all the debts and liabilities which the said child may incur for 
necessaries, and indemnify the said party of the first part against all actions, 
claims, and demands in respect thereof. 

2. The said party of the first part hereby nominates and appoints the said 
parties of the second part, during their lives, and after their respective deaths, 
the person or persons to be nominated in that behalf as is hereinafter mentioned, 
to be the guardians of the person and estate of the said child, Jacqueline Sue Lawn, 
until she shall attain the age of 21 vears, or until she shall marry under that age. 

3. The said party of the first part shall not revoke the appointment hereby 
expressed to be made, and will not by. deed, will, or otherwise, appoint or apply 
for the appointment of any other person or persons to be guardian of the said 
child, Jacqueline Sue Lawn, or of her estate. 

!. In case of the death of either of the parties of the second part before the 

said child shall attain the age of 21 vears, or marry under that age, it shall be 
lawful for the survivor of them, the said parties of the second part, by deed or 
will, to nominate and appoint any person or persons, from and after the decease 
of such survivor, to be guardian or guardians of the said child, Jacqueline Sue 
Lawn. 
5. The said party of the first part shall not herself, nor shall any person or 
persons claiming under her, or acting under her authority, at any time or in any 
nanner interfere with the training or management of the said child, Jacqueline 
Sue Lawn, or with her moral, intellectual, or religious education or instruction. 

6. If the said party of the first part shall not perform and observe all and every 
one of the stipulations herein contained and on her part to be performed and 
bserved, then and in every such case it shall be lawful for the said parties of the 
second part, and the survivor of them, by notice in writing under their, his, or 
her hands or hand, and addressed either to the party of the first part, or to the 
person setting up such claim or demand, or so interfering as aforesaid, to put an 
end to the agreement hereby expressed to be made, and thereupon the same shall 
absolutely cease and determine; provided that in such event the said party of the 
first part, or her estate, shall be liable to pay and satisfy all debts and liabilities 
incurred by or in any wise for the benefit of the said child, Jacqueline Sue Lawn, 

hich at the time of such determination of this agreement shall not have been 

sail and satisfied. 
7. It is expressly agreed by the party of the first part that so long as the parties 
of the second part maintain this agreement it shall be agreeable for them to take 
the said child, Jacqueline Sue Lawn, from the country of Japan, its islands, or 
territories for any length of time, and to reside with the child, Jacqueline Sue 
Lawn, at any place, island, territory, or country for any length of time. 

wt n witness whereof, I, the party of the first part, have hereunto set my hand after 

1is agreement was translated from English into the Japanese language to me by 

| official translator of the Judge Advocate Section, as arters and Service 
( Command, APO 500, care of Postmaster, San Francisco, Calif. 
SaDAKO INOUE. 

Witnesses: 

JEREMIAH QO. SULLIVAN. 
Emma M. Pratt. 


In witness whereof, we, the parties of the second part, have hereunto set our 
hand 
1ands. 


Jack E._swortH Lawn. 
Veutma Enip Lawn. 
Witnesses: 
JEREMIAH Q. SULLIVAN. 
Emma M. Pratt. 
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I, Tazuko Matsumoto, an official translator-interpreter of the Judge Advocate 
Section, Headquarters and Service Command, APO 500, care of Postmaster, 
San Francisco, Calif., did, on the 4th day of December 1952, make a true trans. 
latior of the above agreement from the English language to the Japanese language, 
to Sadako Inoue, and after said translation, Sadako Inoue did state that she 
understood the contents thereof, and was willing to sign this agreement volun. 
tarily, and of her own free will. 


[SEAL] Tazuko Matsumoto, 
With the Army of the United States. 
At Tokyo, Japan. 
Subscribed and sworn to by Tazuko Matsumoto before me this 4th day of 
December 1952, at Tokyo, Japan. 
Laures B,. Rasskt, 


Captain, WAC, Summary Court, Judge Advocate Section, Headquarters 
and Service Command. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 853) should be enacted. 
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Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany 8. 954] 


The Committee on the Judiciary, to which was referred the bill 
(S. 954) for the relief of Robert Harold Wall, having considered the 
same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant to the minor child adopted by 
citizens of the United States the status of a nonquota immigrant 
which is the status normally enjoyed by the alien minor children of 
United States citizens. 


STATEMENT OF FACTS 


The beneficiary of the bill was born in Salzburg, Austria, on Decem- 
ber 17, 1950, of an American soldier and an Austrian girl. The child 
has been adopted by and is in the custody of Lt. and Mrs. J. V. Wall, 
who are United States citizens. 

Senator Robert S. Kerr, the author of the bill, has submitted a 
number of letters and documents in connection with the bill, among 
which are the following: 

UNITED STATES SENATE, 
Committee on Finance, March 4, 1953 
Hon. Writi1am LANGER, 


Chairman, Senate Judiciary Committee, 
Senate Office Building, Washington, D. C 
Dear SENATOR LANGER: I have introduced a private bill, S. 954, copy attached, 
which proposes the authorized entry of a minor Austrian male child into the 
United States. This child is the adopted son of Lt. and Mrs. J. V. Wall of Guymon, 





2 ROBERT HAROLD WALL 


Okla. Lieutenant Wall, an officer in the United States Army, and his wife ar 
stationed in Austria, but they advise me their tour of duty will be com 
April 1, 1953. In view of this circumstance, I am hopeful that favorabk 
on this bill will be taken at an early date 

In further support of this legislation, I enclose letters of endorsement 
leading citizens of Guymon, together with other pertinent data in co 
with the adoption of this child, as well as character support letters from 
personnel with whom Lieutenant Wall is now serving in Austria 

With kindest personal regards, I am 

Sincerely yours, 
ROBERT S 


Company I, 350TH INFANTRY ReGIMENT UNITED States ARMy 
APO 541, September 8, 19 
The Honorable Ropert 8. Kerr, 
l'nited States Senate, 

DraR SENATOR KERR: T am Ist Lt. J. V. Wall from Guymon, Okla. 1 
been in the Army for the past 10 years and am currently on a 3-year tour of 
in Austria. On December 21, 1951, with the approval of headquarters 1 
States Forces in Austria, my wife and I adopted a child, Robert Harold Pia¢ 
born December 17, 1950 in Salzburg, Austria. The child was the son 
American soldier and an Austrian girl. The father of the child aecknow 
paternity of the child with the Austrian court but failed to acknowledge it 
the American consulate The father is now serving in Korea and since he fa 
to acknowledge paternity with the American consulate I am unable to s 
American citizenship or a visa for the child. The American consulate ad 
me to contact my Congressman and see if he would introduce a private law v 
if passed would consider the child to be the natural-born alien child of 
adopting parents. 

Request that if possible you aid me in securing citizenship or a visa for 
child in the manner most expeditious and convenient to you. T further re: 
that vou act on this at your earliest convenience as I am due to rotate 
United States in the next 3 or 4 months 

Very truly yours, 
J, Vi WALL 
First Lieutenant, Infant 


APPROVAL OF ADOPTION 


(Translation from the German language 


District Court SatzpurG Dept. 2, February 16, 19. 

The Court hereby give their consent to the adoption of the minor Robert Haro 
Plackner by Helene May Wall and J. V. Wall and hereby and in pursuance t 
section 181 CC give their approval of the deed of adoption. The adopted ¢ 
to bear from now on the name of Robert Harold Wall. 

A marginal entry in the birth register has been ordered and pertaining instru: 
tions given to the competent civil register Salzburg No, 2121/50. 

The personal data are the following: 

(a) The adopted child was born in Salzburg on December 17, 1950 (birth civ 
register Salzburg No. 2121/50). 

(b) Legitimate parents of the adopted child resp. illegitimate mother: Mari: 
Plackner, born on April 15, 1930, in Obertrum, birth register Parish Office Obe 
trum (tom. X, page 13 

(c) The adopting parents were born on: 

(1) Father J. V. Wall, born on August 15, 1920, in Tulsa, Okla. 

(2) Mother Helene May Wall, born on February 26, 1922 in Breckenridge, Tex 

Married since December 27, 1941, marriage civil register, Beaver, Okla. 

Dr. PauL KEMPTNER 


A true copy. 


/s/ Trurui 
The Court Despatcher 


Note.—An appeal can be filed against the above decree provided that su 
appeal will reach this office within 14 days. 

fhis translation is hereby certified as authentic: Translation Bureau Inter- 
preter Office Salzburg, March 5, 1952. 





ROBERT HAROLD WALL 


HeADQUARTERS 3p Barrauion, 350TH INFANTRY REGIMENT 


UNITED STATES ARMY, 
APO 541, Janua 30, 19 


Honorable Ronert 8S. Kerr 

l’nited States Senate, Washington, D. C 
R SENATOR KERR: In reference to Ist Lt. J. V. Wall, Company I, 350th 
ry Regiment, I favorably attest to his qualifications and character under 
‘umstanees. I have known Lieutenant Wall for 2 vears, and during this 


Ve 1 
’ 


| he has served in the capacities of platoon leader, company commander, and 
officer in a battalion in which I command 
ill these positions he has been outstanding in performance of duty His 


y sound judgme nt, and initiative has been an example tor ati sul ordinates 
iulate. He approaches all assigned tasks, regardless of how 


be, with sincere enthusiasm 


distasteful they 
morals are beyond reproach He is respecte 1 by his subordinates as well 
superiors ‘I here is nothing of a derogatory nature th: adversely affects 


iaracter and efficiency of Lieutenant Wall I would highly re rd anv de- 


, Whether it be of a personal or business nature, that Lieutenant Wall might 
Sincerely vours, 
GrEorRGE W. DICKERSON, 


Lieutenant Colonel, Infantry Commanding. 


350TH INFANTRY REGIMENT, 
APO 541, c/o Postmaster, New York, N. Y., January 


The Honorable Ropert 58. Kerr, 
United States Senate, Washington, D. C. 
Dear SENATOR Kerr’ Lt. and Mrs. J. V. Wall have been known by the under- 
ned since August of 1952. In my frequent contacts with Lieutenant Wall he 
I 


iz in trving 


SI. 19% 


is often mentioned the difficulty that he and Mrs. Wall are encounteri 
bring to the United States the little boy, Robert Harold, whom they have 
adopted here in Austria. 
he character of Lieutenant and Mrs. Wall are above reproach. They pos- 
ss all of those qualities and virtues that are sought for in those to whom is en- 
trusted the rearing of children. Perhaps they may best be described as good, 
solid people whose hearts are filled with charity and love—a charity and love 
vhich has prompted them to make this needy child their own. 
If it is made possible for Lieutenant and Mrs. Wall to bring this child to the 
there is no doubt in my mind that they will afford him a fitting and 
yer home. Under their guiding influence, the child cannot help but come to 
vy, love and honor not only his foster parents but also his adopted country. 
Sincerely yours, 
Atoystus F. BERTRAND, 
Chaplain, Captain, United States Army. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 954) should be enacted. 
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MR. AND MRS. LUCILLO GRASSI 


Marcu 20, 1953.—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany 8. 1039] 


The Committee on the Judiciary, to which was referred the bill 
(S. 1039) for the relief of Mr. and Mrs. Lucillo Grassi, having con- 
sidered the same, reports favorably thereon without amendment and 
recommends that the bill do pass. 


PURPOSE OF THE BILL 


The bill provides that Mr. and Mrs. Lucillo Grassi shall not be 
considered to have lost their United States citizenship because of 
voting in a foreign election or because of residence outside of the 
United States. 

STATEMENT OF FACTS 


This is the case of a man and his wife who were naturalized in 1931 
and returned to Italy in 1938 with their minor daughter, a citizen of 
the United States. The subjects of the bill expatriated themselves 
by voting in the general elections in Italy and by not returning to the 
United States within the prescribed period of time. 

A letter dated August 25, 1949, to the chairman of the Senate 
Committee on the Judiciary from the Assistant to the Attorney 
General with reference to S. 1259, which was a bill introduced in the 
8ist Congress for the relief of the same aliens, reads as follows: 

DEPARTMENT OF JUSTICE, 
OFFICE OF THE ASSISTANT TO THE ATTORNEY GENERAL, 
Washington, August 25, 1949. 
Hon. Par McCarran, 


Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 1259) for the relief of Mr. and Mrs. 
Lucillo Grassi. 
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The bill would provide that notwithstanding the provisions of the Nationality 
Act of 1940 relating to loss of nationality, Mr. and Mrs. Lucillo Grassi sha}! not 
be considered to have lost their United States citizenship because of voting ji; 
foreign election or because of residence outside the United States. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Mr. and Mrs. Lucillo Grassi are natives of Italy, having been born iy 
that country on January 7, 1895, and January 14, 1896, respectively. \, 
Grassi first entered the United States on November 26, 1921, when he was ad. 
mitted for permanent residence, and his wife, nee Alberta Hofer, first entered the 
United States on November 30, 1922, when she also was admitted for permanent 
residence. Mr. and Mrs. Grassi became naturalized citizens of the United States 
on January 12, 1931. In 1938 they returned to Italy, accompanied by a minor 
daughter presumably to visit Mrs. Grassi’s father, who was ill. 

According to a statement made by their friend, Angelo Buccalari, a naturalized 
citizen of the United States, Mr. and Mrs. Grassi had intended to visit Italy for 
only 7 or 8 months, but had remained longer because of her father’s illness. The 
friend also stated that they had voted in the Italian elections because of threats 
made by the local officers to cancel their ration books, but that they had had no 
political affiliations with Mussolini, or any other party. According to Mr 
Bucealari, Mr. and Mrs. Grassi have desired to return to the United States but 
during the war their resources, including savings in a New York bank, were 
held by the United States Government because they were Italians living in an 
enemy country, and that since the war they had been unable to secure the proper 
documents. He also stated that Mr. Grassi is finding it difficult to earn a living 
in Italy, and that he and Mrs. Buecalari have been sending them food and cloth- 
ing. It appears that Mr. Grassi is an artist and a painter and that he had been. 
gainfully employed by firms in New York prior to his return to Italy. The 
files reflect that he has been studying art since his return to Italy, and that he 
Was et one time a teacher of art in Venice. 

From Mr. Buccalari’s information it would appear that Mr. and Mrs. Grassi 
have been expatriated through section 401 (e) of the Nationality Act of 1940 
by voting in foreign political elections and section 404 by residence outside the 
United States and not having returned on or before October 14, 1946. There are 
many United States citizens in Italy who unknowingly and unintentionally 
expatriated themselves by being persuaded to vote in the general elections or by 
not returning on or before October 14, 1946, from an extended residence there 
It is the view of this Department that the problem of giving those persons relief 
should be resolved, if at all, by enactment of general legislation. The quota of 
Italy, to which Mr. and Mrs, Grassi are chargeable, is oversubscribed for 2 years 
and a visa may not be readily obtained. However, there are not facts presented 
in their case to justify enactment of legislation granting them a preference over 
the many other expatriates who also wish to regain their United States citizenship. 

Accordingly, the Department of Justice is unable to recommend the enactment 
of the bill. 

Yours sincerely, 


a 


Peyton Forp, 
The Assistant to the Attorney General. 

Senator Pat McCarran, the sponsor of the bill, submitted the following memo- 
randum with reference to the case: 

Lucillo Grassi, age 53, born in Storo, Province of Trento, Italy; professor, 
graduated from Academy of Belle Arte in Venice, Italy. 

Arrived in the United States of America (New York City) extra quota as an 
artist in 1921. In the year 1922 sent for his fiance. In the year 1931 he and 
his wife became American citizens (in New York City). In 1933 a daughter 
was born. 

Lived in the United States for 16 years. Worked as an artist-painter; painted 
churches, theaters, etc. Observed all the laws of the country, loving the country 
as a good American citizen. 

Toward the end of the year 1938, taking advantage of the depression in his 
line of art, went to Italy with his wife and daughter to visit their parents and also 
to recuperate from arthritis. 

For domestic reasons, stayed in Italy longer than the time he had planned and 
was still there in 1939 when the war started. Not having foreseen the terrible 
consequences and not being able to return to the United States because of his 
health, as per the suggestion of the United States consul, he asked for and obtained 
a permit from said general consul in Milan to stay in Italy for another 6 months 
in this period of 6 months the war between the United States and Italy broke 
out and consequently he was forced to remain in Italy. 
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Keeause he was an American citizen and because he would not associate with 

e Fascists, he was under suspicion and he was more than once threatened with 

sortation and was told he would be held as a hostage. He has official witnesses 

this statement. 

\s soon as the war was over, he would have returned to the United States but 

iad no financial means for the very expensive trip as all his financial possessions 

frozen in the bank in the United States. 

He would have gone to the United States consul in Naples but the communica- 
tious were interrupted and were difficult, expensive, and dangerous. At the end 

f October 1946 he learned that the United States had opened a consular office in 
Milan. He went there and they told him that all the United States citizens had 
been advised to reenter the United States before October 14, 1946. He had never 
heard anything about this notice before he went to the consul at the end of October 
when he was told that the period for reentry had elapsed. 

Please note that he lives in a very small town in the mountains of the Tyrol and 
news is delaved and sometimes omitted entirely from the small newspaper of the 
townh. 

Nevertheless at the consular office they made an appointment for February 13, 
1947. On that date at the said office he made a request to reenter the United 
States. He was told by the clerk at the office that he had probably lost his United 
States citizenship because of his prolonged absence from the United States and 
also because he voted for the temporary Italian Government in 1946. 

Up to this date 2 vears have passed and he is still waiting for an answer to his 
request from either the United States consul in Milan or from the Department of 
State in Washington. 

Therefore, he is sending this solicitation as he is very anxious to return to the 
United States. 

If he jeopardized his citizenship because of his prolonged absence from the 
United States, it was entirely against his will. He voted in the primary because 
he was threatened with being deprived of his ration book and with being ostra- 
cized in everything. But thinking that he was doing good to the object of the 
United States, he voted Democratic. Realizing the mistake he had made by 
voting in 1946 in the political election, he did not vote in the general election 
of 1948 and did not vote in the local election. 

Now he is begging the Department of State to take into consideration his bona 
fide case and situation and grant him the reinstatement of his citizenship to 
enable him to return to the United States, where he still has business and credits 
to adjust since 1948. 

He wants to return to the United States with his wife and daughter as soon as 
possible to reassume bis painting business and give his daughter (now 16) the 
American education to which she looks forward. His daughter has been studying 
English for 4 vears. 

To prove that he always had intentions of returning to the United States is the 
fact that he has his savings in the National City Bank of New York at 52 Wall 
Street, New York City. These savings were untied by the Government of the 
United States in 1948. 

All his furniture is in storage at the Santini Bros. warehouse in the Bronx, 

’. He also has an active insurance policy with the Metropolitan Life Insurance 
Co 

He also wants to give his wife and daughter all the necessities that all the 
({merican families are enjoying, whereas at the present time they are living a 
miserable life. It is impossible for him to adapt himself to stay any longer in 
Italy. He hopes that this petition will be heard favorably. 


In addition, the following certificate of expatriation has been sub- 
mitted to the committee: 


CERTIFICATE OF EXPATRIATION (LucILLO SIMONE GRAssI) 


CONSULATE OF THE UNITED STATES OF AMERICA, 
Venice, Italy, ss: 


I, Harry Kushner, vice consul of the United States of America at Venice, Italy, 
hereby certify that Lucillo Simone Grassi, who was born at Storo, Trento (then 
Austria), Italy, on January 7, 1895, and who was naturalized as an American 
citizen before the District Court of the United States at New York City, N. Y., on 
January 12, 1931, has expatriated himself under section 2 of the act of March 2, 
1907, by having been naturalized as a subject of Italy, a foreign state, under article 
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IX (3) of the Italian nationality law of June 13, 1912, as made applicable to the 
Trento District by the Italian decree 1245 of June 7, 1923. A translation of g 
part of the Italian nationality law of June 13, 1912, reads as follows: 

“He who has lost his citizenship * * * reacquires it: 

““(3) after 2 years’ residence in the kingdom if the loss of citizenship was due to 
the acquisition of foreign citizenship.” 

The evidence of such action consists of the following: 

A sworn statement made by the expatriated person at the consulate general, 
Milan, Italy, on February 3, 1947, in connection with an application for registra. 
tion as an American citizen that he has resided in Italy from 1938 to date. 

Further, that expatriated person continued to reside in Italy since 1938 without 
having asserted a claim to American citizenship until his application for registra- 
tion on February 3, 1947, and that expatriated person stated that he voted in the 
political elections held in Italy on June 2, 1946, which fact was confirmed by the 
competent Italian authorities. Thus, by the commission of these acts, expatriated 
person manifested his acceptance of Italian nationality which under the Italian 
law cited above, he acquired in 1940, 2 years after his arrival in Italy, and there- 
fore lost nationality of the United States in 1940 through the operation of section 
2 of the act of March 2, 1907. 

Expatriated person was married on December 1, 1922, to Alberta Hofer, who 
was born at Ala, Trento, Italy, on January 4, 1897, and who was naturalized as 
an American citizen before the District Court of the United States at New York 
City on January 12, 1931. Of this marriage a child, Liana, was born at New 
York on August 29, 1933. 

Expatriated person was last domiciled in the United States at New York City, 
N. Y., and last left the United States on June 10, 1938. ‘ 

In testimony whereof, I have hereunto subscribed my name and affixed my 
office seal, this 27th day of June 1950. 

(Signed) Harry KuSHNER, 
Vice Consul of the United States of America. 


The issuance of this certificate has been approved by the Department of State 
on December 8, 1950. 


The committee, after consideration of all the facts in the case, is of 
the opinion tbat the bill (S. 1039) should be enacted. 


O 
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DR. PETER C. T. KAO 
Marcu 20, 1953.—Ordered to be printed 


Mr. Langer, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany S. 69] 


The Committee on the Judiciary, to which was referred the bill 


(S. 69) for the relief of Dr. Peter C. T. Kao, having considered the 
same, reports favorably thereon with an amendment and recommends 
that the bill, as amended, do pass. 


AMENDMENT 


On line 7 strike the words “‘and head tax’’. 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of per- 
manent residence in the United States to Dr. Peter C. T. Kao. The 
bill provides for an appropriate quota deduction and for the payment 
of the required visa fee. The bill has been amended inasmuch as the 
Immigration and Nationality Act does not require the payment of a 
head tax. 

STATEMENT OF FACTS 


The beneficiary of the bill is a 34-year-old native and citizen of 
China who last entered the United States on August 25, 1949, under a 
scholarship to work and study at the Guggenheim Dental Clinic in 
New York City. He is continuing his dental work and research at 
Columbia University under a fellowship from the American Bureau 
- for Medical Aid to China. 

A letter with attached memorandum dated April 3, 1952, to the 
former chairman of the Senate Committee on the Judiciary ffém the 
Deputy Attorney General with reference to S. 2101, which was a bill 
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introduced in the 82d Congress for the relief of the same alien, 
follows: 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE ATTORNEY GENERAL, 
Washington, April 3, 19 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senaror: This is in response to your request for the views ot the 
Department of Justice relative to the bill (S. 2101) for the relief of Dr. Peter ©. 1 
Kao, an alien. The bill would grant the alien permanent residence in the | 
States. 

There is attached a memorandum prepared by the Immigration and Naturalj- 
zation Service of this Department setting forth the facts in this case. 

The Chinese racial quota, to which Dr. Kao is chargeable, is oversubscribed 
and an immigration visa is not readily obtainable. The records fail, however. 
to present any facts which would justify the enactment of special legislation to 
exempt him from the requirements of the general immigration laws. 

Accordingly, the Department of Justice is unable to recommend the enact ment 
of this bill. 

Sincerely, 
A. Devirr VANEcH, 
Deputy Attorney General. 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
Service Fires Re Dr. Perer C. T. Kao, BENEFICIARY oF S. 2101 


The alien, a native and citizen of China, was born in Nanking, Kiangsu, China, 
on August 29, 1918. He arrived in the United States at San Francisco, Calif. 
on August 25, 1949, when he was admitted as a visitor-trainee, under sectior 
3 (2) of the Immigration Act of 1924, for a period of 6 months. He came to the 
United States under a scholarship to work and study for 1 year at the Guggen- 
heim Dental Clinic, New York City. Following the termination of the scholar- 
ship in June 1950, and until September 1950, he was employed by the Lenox 
Hill Hospital, New York City, as a blood classifier and general laboratory worker, 
at a salary of $175 per month, plus lodging. He has been working, on weekends, 
since December 3, 1949, as a clerk and laboratory worker for the Blood Trans- 
fusion Association, New York City, earning $35 per weekend. He was engaged 
from September 1950 until December 1950 as a translator-announcer for the 
Voice of America at the rate of $17.68 per program and averaged about $160 per 
month. 

The alien was a postgraduate student at Columbia University, New York 
City, from September 15, 1950, until December 15, 1951. He is presently enrolled 
in the school as a nonclassified undergraduate student and expects to complete 
his present studies on May 31, 1952. He expects to attend Columbia University 
for an additional 3 years, under a $250 a year scholarship, specializing in dental 
courses. He stated that his earnings which he derives from the Blood Trans- 
fusion Association will be sufficient to maintain him during this period. His wife 
parents, two brothers, and a sister reside in China. It appears that his wife, a 
physician, is making an effort to obtain a visa for permanent residence in Canada 
The alien’s other sister, an alien, who entered the United States as a student 
under section 4 (e) of the Immigration Act of 1924, is studying for her doctor of 
philosophy degree at Columbia University. 


Vancouver, British Cotumpra, CANnapa, June 6, 1951 


To Whom It May Concern: 
This is to certify that I have known Dr. Peter Kao for 5 years and that I can 
recommend him as a man of stanch character, honest, and straightforward in 
all his dealings. 
He is an excellent dentist, being very diligent in the work of his profession. 
He is a member of the Church of Christ in China, which is one of the strong nol 
Protestant churches in China. : L 
As far as I know he has never had any association with the various political onal 
parties in China and is certainly not in favor of the present party in control of , 
China proper. Fins 
(Signed) Eprson R. CuNNINGHAM, F 
M. D., F. A. ©. 8. 
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CENTRAL PHILIPPINE COLLEGE, 
DEPARTMENT OF AGRICULTURE, 
Iloilo City, Philippines, June 12, 1951. 

Whom It May Concern: 

\Irs. Slocum and I have known Dr. Peter C. T. Kao intimately for 12 years.’ 
He was a member of our household during some of the war years we spent in 
Chengtu, Szechuan, west China (1939-46). Otherwise we have been in fre- 

ent communication with him during the intervening time. 

He is a worthy member of a very fine family morally and intellectually. His 
father was a railway administrator who lost his position because he refused to 
cooperate with the Japanese in 1937. His eldest sister has for years stood next 
to the general secretary in the National Young Women’s Christian Association 
f China and has twice been abroad on special scholarships—once to the States 
and once to England. His second sister was with the Christian Literature Society 
f China before she accepted a scholarship to do advanced study in the States. 

Dr. Kao himself is highly gifted in character and personality and is brilliant 

entally. He is an energetic and hard-working person of strict honesty, of adapta- 

itv, and persistence. We covet such as he for our country and are pleased 
to recommend him most highly for special consideration to be allowed to qualify 
for citizenship. 
B. A. Stocum, 
Head of Department and Director of Agricultural Extension. 


ooo 


CuristTiAN Civic LEAGUE, 
Albany, N. Y., July 10, 1951. 
To Whom It May Concern: 

I wish hereby to declare that I have known Dr. Peter Kao for at least 10 years, 
as he lived in the home of my daughter, Mrs. B. A. Slocum, in China and can 
testify to his fine Christian character and high sense of honor. 

I know he cannot return to China because of his anti-Communist attitude during 
his college days in China, and because he has served on the Voice of America under 


our State Department. 

Because of his character, his talent, and fine professional training I am sure he 
is well equipped to be a good American, and I covet for him the right to become 
an American citizen and permanent resident in this country. 

ALFREDA J. MILLER. 


Harry V. Bore, D. D. 
Peekskill, N. Y., July 2. 
To Whom It May Concern: 

I have known Dr. Peter Kao as a close associate at the Columbia University 
Orthodontic Clinic for the past year. 

| believe him to be a person of the highest moral character. His integrity, 
loyalty as a friend and his splendid capabilities have been demonstrated time 
and again I have developed the deepest respect and regard for him. 

His devotion to the ideals of this country has been expressed and demonstrated 
many times. In my opinion, he would be a fine American and I trust that he 
will receive special consideration for citizenship. 

Harry V. Bora, D. D. S. 


CortuMBIA UNIVERSITY, 
COLLEGE OF PHYSICIANS AND SURGEONS, 
New York 32, N. Y., June 20, 1982. 
Hon. Irvine M. IveEs, 
United States Senate, Committee on Banking and Currency, 
Washington, D. C. 


Dear Sir: Dr. Peter C. T. Kao has sent me a copy of your letter to him dated 
May 16 concerning S. 2101. You suggest therein that additional information 
pointing out the merits of his case might be helpful. 

I have known Peter Kao since the fall of 1949 when he came here to pursue 
graduate studies in dentistry. He is now on a fellowship from the American 
Bureau for Medical Aid to China taking advanced training at the Columbia 
Dental School. 
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According to the reports from my colleagues in the dental school including 
the dean, Dr. Maurice Hickey, Dr. Kao is very competent professionally. He 
has a fine mastery of English and that of course enables him to move easily in 
our environment. He also understands our way of thinking and is dedicated to 
the democratic ides. represented by the United States. Early contact with the 
Communists in China has made him intensely anti-Communist and he seems to 
be determined to utilize his professional training and abilities in the service of the 
free world. As you perhaps know from his record, he has worked actively since 
his arrival in the United States with a United States agency to combat com- 
munism. A change in status would of course enlarge his opportunities for this 
kind of service. 

If I can be of help in supplying further information which you and the com- 
mittee may desire for reconsideration of Dr. Kao’s case, I shall be glad to hear 
from you directly. 

Very truly yours, 
Maanus I. GREGERSEN, 
Dalton Professor of Physiology and President, American Bureau for Medical 
Aid to China. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 69), as amended, should be enacted, 


i 
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MARrcH 20, 1953.—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany S. 166] 


The Committee on the Judiciary, to which was referred the bill 
5. 166) for the relief of Sister Louise Marie Josephine Belloir, having 
considered the same, reports favorably thereon with an amendment 
and recommends that the bill, as amended, do pass, 


AMENDMENT 
On line 8 strike the words ‘‘and head tax’’, 
PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of 
permanent residence in the United States to Sister Louise Marie 
Josephine Belloir. The bill provides for an appropriate quota deduc- 
tion and for the payment of the required visa fee. The bill has been 
amended inasmuch as the new immigration act does not require the 
payment of a head tax. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 29-vear-old native and citizen of 
France who last entered the United States on October 27, 1947, for 
further study in her profession as a nurse. She is a nun of the Order 
of the Daughters of Jesus and is presently employed without com- 
pensation as a registered nurse at St. Joseph’s Hospital, Lewiston, 
Mont. It is stated that her services are urgent and necessary and 
that it would be extremely difficult to replace her. 

A letter with attached memorandum dated June 25, 1952, to the 
former chairman of the Senate Committee on the Judiciary from the 
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Deputy Attorney General with reference to 5. 2389, which was 
introduced in the 82d Congress for the relief of the same alien, 
as follows: 


DEPARTMENT OF JUSTICE, 
OrricE OF THE Deputy ATTORNEY GENERAL, 
Washington, June 25, 1952. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to your request for the views of thy 
Department of Justice relative to the bill (S. 2389) for the relief of Sister Marie 
Josephine Belloir, an alien. The bill would grant the alien permanent residence 
in the United States. 

A memorandum prepared by the Immigration and Naturalization Servic 
setting forth the facts in the case is attached. 

Since the quota to which Sister Belloir is chargeable is not heavily oversub- 
scribed, it would appear that she should experience no difficulty in obtaining an 
immigration visa in the near future. Under these circumstances, there is no 
reason for the enactment of special legislation in her behalf. 

Accordingly, this Department is unable to recommend enactment of the 
measure. 

Sincerely, 
A. Devitr VANECH, 
Deputy Attorney Genera 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
Service Fires Re Sister Marig JOSEPHINE BELLOIR, BENEFICIARY 0} 
S. 2389 


Sister Belloir is a native and citizen of France, who was born on October 29 
1923. She las: entered the United States on October 27, 1947, at the port of New 
York, and was admitted as a student for a period of 1 year. She was granted 
extensions of her student’s stay until December 30, 1951, since which time she 
has remained without authority. 

Sister Belloir is a nurse by profession. At the time of her entry, she was des 
tined to the St. Joseph’s Hospital, Lewistown, Mont., for further study in her 
profession. She is now employed as a registered nurse at the St. Joseph’s Hos- 
pital without compensation. She has no near relatives residing in the United 
States and has no one dependent upon her for support in this country. She is 
chargeable to the quota of France which, from the latest information, is not heavily 
oversubscribed. 


Senator James E. Murray, the author of the bill, has submitted a 
number of letters and affidavits in connection with the bill, among 
which are the following: 


AFFIDAVIT IN Support OF RELIEF OF SisteER LovIsE MARIE JOSEPHINE 
BELLOIR 


UNITED STATES OF AMERICA, 
Strate AND District or MONTANA, 
County of Fergus, ss: 

We, duly licensed, practicing physicians and surgeons of Lewistown, Fergus 
County, Mont., United States of America, being first severally sworn according 
to law, each for himself deposes and says: 

That they are and each of them duly licensed and practicing physicians and 
surgeons under the laws of the Stete of Montana and admitted to practice as 
such physicians and surgeons at end within the State of Montana; 

That each of seid deponents reside and heve their offices in the city of Lewis- 
town, Fergus County, State of Montana, and within the United States of America; 

That each of seid deponents are well and favorably acquainted with St. Joseph's 
Hospital at Lewistown, Mont., operated end maintained by the Daughters of 
Jesus, @ corporation sele, with its mother house at aod within the Republic of 
France: 
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rhat the said St. Joseph’s Hospital at and within the city of Lewistown, Fergus 
County, Mont., United States of America, is situate in central Montana and 
serves a territory to the north of at least 75 miles, and to the east from its locae 
tion approximately 100 miles, and to the south from its location approximately 
75 miles, and to the west approximately 75 miles; ‘ 

That Sister Louise Marie Josephine Belloir, a native of the Republic of France, 
s a Sister and in training at the nurses’ school at said St. Joseph’s Hospital in 
Lewistown, Fergus County, Mont., within the United States of America. 

That the said St. Joseph’s Hospital does not have sufficient assistants for the 
services it renders to and in central Montana, and does not have sufficient numbers 
f nurses in training who through the training period assist in the duties so assigned 
them in nurses training and for a period of at least 3 years, and at which time the 
said nurses so graduated at the expiration of 3 years are entitled to take the 
regular State examinations provided by the Montana State Nursing Board. 

That the said Sister Louise Marie Josephine Belloir, now a student nurse and 
n training at said St. Joseph’s Hospital, is of good moral character and a person 
of good reputation and not affiliated with any communistic or un-American 
activities, and that her whole life has been pledged to the services of nursing and 
inder the auspices and directions of the Daughters of Jesus, a Roman-Catholic 
religious order operating and maintaining hospitals in the Dominion of Canada 
and a hospital at Lewistown, Fergus County, State of Montana, within the United 
States of America. 

That each deponent verily believes that it is essential that Sister Louise Marie 
Josephine Belloir be permitted to remain at and within the United States of 
\merica and at St. Joseph’s Hospital in the City of Lewistown, Fergus County, 
State and District of Montana, and within the United States of America, so that 
she may render and assist in the duties of a nurse in training and under the direc- 
tion of those in authority at St. Joseph’s Hospital aforesaid, and that the said 
Sister Louise Marie Josephine Belloir may continue as such nurse in training and 
as such a Sister of said order, the Daughters of Jesus, a corporation sole, in her 
life work and avocation and her life duties and obligations, voluntarily assumed 
by her, as a nurse in training, and to complete such training and to become a 
nurse and to assist in the services offered and rendered at said St. Joseph’s Hosnital 
aforesaid. 

That there is a scarcity of student nurses and a scarcity of skilled and trained 
nurses at and within central Montana and its environs; 

And from long experience and training of each of said deponents and from the 
personal knowledge of said deponents, it is averred and alleged by each of said 
deponents that to alleviate the work required and the services required that it is 
necessary and essential that said Sister Louise Marie Josephine Belloir be by the 
Government of the United States of America, by special act or otherwise, per- 
mitted to remain at and within the United States of America and to continue and 
to pursue her studies and activities as a nurse in training subject to the rules and 
regulations of the Daughters of Jesus, a corporation sole, and subject to the laws of 
the United States of America, and deponents further aver and state that the said 
Sister Louise Marie Josephine Belloir will not become a public charge either upon 
Fergus County of the State of Montana or the State of Montana, or any depart- 
ment of the United States of America, or upon the United States of America, and 
that it is for the best interests that, by an act of Congress of the United States of 
America, she be permitted to remain at and within the United States of America 
and when so qualified that she may, upon taking proper examinations and the 
oath of allegiance, become a citizen of the United States of America, further 
deponents sayeth not. 

Raymonp L. Eck, M. D., 
James A. MveEtter, M. D., 
E. A. WrEtpEn, M. D., 
J. W. Scuvuserrt, M. D., 
J. H. Herrine, M. D., 
Rosert H. Dion, M. D., 
GeorcE B. LeTeuuter, M. D., 
Paut J. Gans, M. D., 
Lewistown, Mont. 
Subscribed and sworn to before me this the 12th day of May A. D. 1952. 
[SEAL] Sr. CamMiIttE M. LEGouRVIEREC, 
Notary Public for the State of Montana. 


My commission expires August 27, 1953. 
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CERTIFICATE OF REVEREND Mary, Sister Superior or St. Josepn’s Hosprir,,. 
MANAGED AND OPERATED BY THE DAUGHTERS OF JESUS, A RELIGIOUS Cop- 
PORATION SOLE 


UNITED STATES OF AMERICA, 
STATE AND District oF MONTANA, 
County of Fergus, ss: 


The undersigned, Sister Superior of St. Joseph’s Hospital, and the duly qualified, 
acting, and appointed superintendent thereof, does by these presents certify: 

That St. Joseph’s Hospital is situate in the city of Lewistown, Fergus County, 
State of Montana, and in the geographical center of the State of Montana; that 
in its 3 departments thereof, it maintains and has 40 surgical beds, 130 medica|- 
patient beds, 48 pediatric beds, 32 bassinets, and 20 maternity beds. 

That the entire plant consists of exterior stone construction of the main hospita 
an exterior-stone-construction maternity hospital, a brick-construction nurses’ 
home, a brick-construction separate heating plant, and other buildings used, of 
frame construction, to house chickens, rabbits, and guinea pigs, and a separat; 
wooden-construction home for employees. 

That the main hospital and the maternity hospital and the nurses’ home are 
connected by covered passageways; that the main hospital building contains ai 
upper floor known as the surgical floor together with the operating rooms and 
complete X-ray rooms and electric therapy rooms, that the first floor of the 
hospital contains rooms for the medical patients, the offices and chapel, and 
rooms for pediatric patients, and attached to this first floor is a separate kitche1 
for the preparation of foods and the diet kitchens, and also directly under the 
second-floor operating room are the laboratories, under the control and super- 
vision of trained laboraticians. 

The hospital is the only hospital situate in central Montana, and serves a 
population of approximately 18,241. 

The hospital is staffed by a corps of 8 physicians and surgeons, and also renders 
service to its patients by the doctors of dental surgery residing in the city of 
Lewistown, Mont., and in number, 6. 

That Sister Louise Marie Josephine Belloir is a nurse in training and is pledged 
to the Order of the Daughters of Jesus, a corporation sole, and is directly under 
the control and supervision of your affiant and also under the teaching, training, 
and supervision of Sister Gerard, head of the nurses’ training and head of the 
Nurses School of St. Joseph’s Hospital in the city of Lewistown, Fergus County, 
Mont. 

That, including Sister Louise Marie Josephine Belloir, there are at the present 
time 29 nurses in training, and that in addition thereto, and residing in the 
Lewistown, Fergus County, Mont., area, are in number, 6 duly registered trained 
nurses who are subject to call for special patients and at the expense of the 
patients; that there are also serving the hospital directly thé following number, 10 
of duly registered trained nurses who are active and on the staff of St. Joseph's 
Hospital, of this number the following number, 10 are Sisters of the Order of the 
Daughters of Jesus. 

That St. Joseph’s Hospital is a modern hospital, fully accredited, and contains, 
both in the maternity hospital and in the regular hospital, the following number, 
47 of private rooms, and the following number, 73 of wards or rooms where more 
than 1 patient is served. 

That Sister Louise Marie Josephine Belloir, a native of France, is needed for 
her actual services as a nurse in training at St. Joseph’s Hospital at Lewistown 
Fergus County, Mont., for the reason that hospital service must be rendered for 
the entire hours of each day and that for the average normal occupancy by 
patients we do not have sufficient aurses in training or registered nurses to serve 
in the operating rooms, in the kitchens, in the maternity hospital, in the pediatrics 
department, in the surgical-floor department, and in the medical-floor depart- 
ment, and that the services rendered by Sister Louise Marie Josephine Belloir are 
such that there is no expenditure for employment service that accrues or becomes 
a charge against St. Joseph’s Hospital, and further that there is a dire need for 
further and other assistants in maintaining the various departments of the hospital! 
and in giving attention and service to its many patients. 

That, due to the salaries paid in other lines of work, it has been impossible of 
late to obtain male orderlies to serve the patients of St. Joseph’s Hospital, and 
that only such service can be rendered by the Sisters and the nurses in training, 
or other female emplovees of the hospital. 
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[hat the hospital offers modern services to the entire population which it 
rves, and is the only hospital in central Montana and serves Judith Basin 
uty, Petroleum County, and Fergus County, Mont., and also renders services 
other nearby counties, and that it is quite impossible without the aid and 
sistance of foreign-born Sisters to keep the high standards of the hospital and 
render services to the patients and to the hospital staff of physicians and 
rgeons, who all reside within the city of Lewistown, Fergus County, Mont., 
{ maintain their respective offices therein, and who use St. Joseph’s Hospital 
r the treatment and surgical repair of their patients and the bringing into the 
orld, through the services of the maternity hospital, the children born within 
area and its population. 

lhat during a period of 2 years last past, a total of 2,491 surgical patients have 
| patients at St. Joseph’s Hospital, and a total of 3,915 patients have been 
edical patients at St. Joseph’s Hospital, and a total of 1,038 have been in the 
pediatrics department of St. Joseph’s Hospital, and that a total of 981 babies 
ave been born in the maternity hospital of St. Joseph’s Hospital. That the 
records and files in the office of St. Joseph’s Hospital at Lewistown, Fergus County, 
Mont., from which these figures have been taken, wili support each and every 

statement herein made. 

Sister Mary, 
Reverend Mary, Sister Superior and Superintendent of St. Joseph’s Hospital 
at Lewistown, Fergus County, Mont. 


Subscribed and sworn to before me, a notary public in and for the State of 
Montana, this the 26th day of May 1952. 


[sBAL] Sr. CamitteE M. Le GourrRIeRce, 
Notary Public for the State of Montana. 


My commission expires August 27, 1953, 


The committee, after consideration ot all the facts in the case, is 
of the opinion that the bill (S. 166), as amended, should be enacted. 


O 
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SISTER JEANNE MARIA HENNETH LANGLO 
Marcu 20, 1953.—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany 8. 167} 


The Committee on the Judiciary, to which was referred the bill 
S. 167) for the relief of Sister Jeanne Maria Henneth Langlo, having 
considered the same, reports favorably thereon with an amendment 
and recommends that the bill, as amended, do pass. 


AMENDMENT 


On lines 7 and 8 strike the words ‘‘and head tax’’. 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of per- 
manent residence in the United States to Sister Jeanne Maria Henneth 
Langlo. The bill provides for an appropriate quota deduction and 
for the payment of the required visa fee. The bill has been amended 
inasmuch as the new immigration act does not require the payment 
of a head tax. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 28-year-old native and citizen of 
France who last entered the United States on October 27, 1947, for 
further study in her profession as a nurse. She is a nun of the 
Order of the Daughters of Jesus and is presently employed without 
compensation as a registered nurse at St. Joseph’s Hospital, Lewis- 
town, Mont. It is stated that her services are urgent and necessary 
and that it would be extremely difficult to replace her. 

A letter with attached memorandum dated July 2, 1952, to the 
former chairman of the Senate Committee on the Judiciary from the 


26007 
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Deputy Attorney General with reference to S. 2388, which was , 
bill introduced in the 82d Congress for the relief of the same alien 
reads as follows: 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE Deputy ATTORNEY GENERAL, 
Washington, July 2, 19 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of ¢} 
Department of Justice relative to the bill (S. 2388) for the relief of Sister Jeay) 
Maria Henneth Langlo, an alien. The bill would grant the alien perma 
residence in the United States. 

A memorandum prepared by the Immigration and Naturalization Servic 
setting forth the facts in the case is attached. 

Since the quota to which Sister Langlo is chargeable is not heavily oversy)- 
scribed, it would appear that she should experience no difficulty in obtaining 
immigration visa in the near future. Under these circumstances, there is 
reason for the enactment of special legislation in her behalf. 

Accordingly, the Department of Justice is unable to recommend enactment of 
the measure. 

Sincerely, 
A. Devitr VANEcH, 
Deputy Attorney Genera 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND. 
NATURALIZATION SERVICE FILES RE SISTER JEANNE MARIA 
HENNETH LANGLO, BENEFICIARY OF S. 2388 


Sister Jeanne Maria Henneth Langlo is a native and citizen of France, who was 
born on October 8, 1924. She last entered the United States at the port of Ney 
York on October 27, 1947, as a student for a period of 1 year and was granted 
extensions of stay until February 17, 1952, since which time she has remained 
without authority. 

Sister Langlo is a nurse by profession. At the time of her entry she was destined 
to the School of Nursing, Lewistown, Mont. Her studies are now completed and 
she is employed as a registered nurse at the St. Joseph’s Hospital, Lewistown, 
Mont., without compensation. She has no near relatives residing in the United 
States and has no one dependent upon her for support in this country. Her 
parents are residing in France. 

The alien is chargeable to the quota of France which from the latest information 
is not heavily oversubscribed. 


Senator James E. Murray, the author of the bill, has submitted a 
number of letters and affidavits in connection with the bill, among 
which are the following: 


AFFIDAVIT IN Support OF RELIEF OF SISTER JEANNE MARIA HENNETH LANGLO 


Unirep Srates oF AMERICA, STATE AND District of MONTANA, 
County of Fergus, ss: 

We, duly licensed, practicing physicians and surgeons of Lewistown, Fergus 
County, Mont., United States of America, being first severally sworn according 
to law, each for himself deposes and says: 

That they are and each of them duly licensed and practicing physicians and 
surgeons under the laws of the State of Montana and admitted to practice as such 
physicians and surgeons at and within the State of Montana; 

That each of said deponents reside and have their offices in the city of 
Lewistown, Fergus County, State of Montana, and within the United States of 
America; 

That each of said deponents are well and favorably acquainted with St. Joseph’s 
Hospital at Lewistown, Mont., operated and maintained by the Daughters of 
Jesus, a corporation sole, with its mother house at and within the Republic of 
France; 

That the said St. Joseph’s Hospital at and within the city of Lewistown, Fergus 
County. Mont.. United States of America, is situate in central Montana and serves 
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a territory to the north of at least 75 miles, and to the east from its location ap- 
proximately 100 miles, and to the south from its location approximately 75 
niles, and to the west approximately 75 miles; 

That Sister Jeanne Maria Henneth Langlo, a native of the Republic of France, 

a Sister and in training at the nurses’ school at said St. Joseph’s Hospital in 
Lewistown, Fergus County, Mont., within the United States of America. 

That the said St. Joseph’s Hospital does not have sufficient assistants for the 
services it renders to and in central Moatana, and does not have sufficient numbers 
f nurses in training who through the training period assist in the duties so assigned 
them in nurses training and for a period of at least 3 years, and at which time the 
aid nurses so graduated at the expiration of 3 years are entitled to take the regular 
State examinations provided by the Montana State Nursing Board. 

That the said Sister Jeanne Maria Henneth Langlo, now a student nurse and 

training at said St. Joseph’s Hospital, is of good moral character and a person 
of good reputation and not affiliated with any communistie or un-American 
activities, and that her whole life has been pledged to the services of nursing and 

der the auspieces and directions of the Daughters of Jesus, a Roman-Catholie 
religious order operating and maintaining hospitals in the Dominion of Canada 
and a hospital at Lewistown, Fergus County, State of Montana, within the 
United States of America. 

That each deponent verily believes that it is essential that Sister Jeanne Maria 
Henneth Langlo be permitted to remain at and within the United States of 
({merica and at St. Joseph’s Hospital in the city of Lewistown, Fergus County, 
State and District of Montana, and within the United States of America, so that 
she may render and assist in the duties of a nurse in training and under the 
direction of those in authority at St. Joseph’s Hospital aforesaid, and that the 
said Sister Jeanne Maria Henneth Langlo may continue as such nurse in training 
and as such a Sister of said order, the Daughters of Jesus, a corporation sole, in 
her life work and avocation and her life duties and obligations, voluntarily assumed 
by her, as @ nurse in training, and to complete such training and to become a 
surse and to assist in the services offered and rendered at said St. Joseph’s Hospital 

oresaid ; 

lhat there is a scarcity of student nurses and a searcity of skilled and trained 
nurses at and within central Montana and its environs: 

(And from long experience and training of each of said deponents and from the 
personal knowledge of said deponents, it is averred and alleged by each of said 
leponents that to alleviate the work required and the services required that it 
- necessary and essential that said Sister Jeanne Maria Henneth Langlo be by the 
Government of the United States of America, by special act or otherwise, per- 
mitted to remain at and within the United States of America and to continue 
and to pursue her studies and activities as a nurse in training subject to the rules 
and regulations of the Daughters of Jesus, a corporation sole, and subject to the 
laws of the United States of America, and deponents further aver and state that 
the said Sister Jeanne Maria Henneth Langlo will not become a public charge 
either upon Fergus County of the State of Montana or the State of Montana, or 
any department of the United States of America, or upon the United States of 
(America, and that it is for the best interests that, by an act of Congress of the 
United States of America, she be permitted to remain at and within the United 
States of America and when so qualified that she may, upon taking proper exami- 
nations and the oath of allegiance, become a citizen of the United States of Amer- 
ica, further deponents sayeth not. 

RaymonpD L. Eck, M. D., 
James A. Mve ier, M. D., 
E. A. WeLpEN, M. D.., 
J. W. ScuusBert, M. D., 
J. H. Herrine, M. D., 
Rosert H. Dion, M. D., 
Georce B. LeTe.urer, M. D., 
Pau. J. Gans, M. D., 
Lewistown, Mont. 


me 


Subscribed and sworn to before me this the 12th day of May A. D. 1952. 


[SEAL] Sr. CamitLeE M. LeGourRvIEREC, 
Notary Public for the State of Montana, 


My commission expires August 27, 1953. 
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CERTIFICATE OF REVEREND Mary, Sister Superior oF St. Josepn’s Hospry 
MANAGED AND OPERATED BY THE DavGurers or Jesus A RELIGIOUS Copp. 
ORATION SOLE 


Unirep States OF AMERICA, 
STaTE AND District oF Montana, 
County of Fergus, ss: 

The undersigned, Sister Superior of St. Joseph’s Hospital, and the duly qualified 
acting, and appointed superintendent thereof, does by these presents certif 

That St. Joseph’s Hospital is situate in the city of Lewistown, Fergus Count) 
State ot Montana, and in the geographical center ot the State of Montana: that 
in its 3 departments thereof, it maintains and has 40 surgical beds, 130 medica). 
patient beds, 48 pediatric beds, 32 bassinets and 20 maternity beds. 

That the entire plant consists ot extzrior stone construction of the main hospita 
an exterior-stone-construction maternity hospital, a brick-construction nurs 
home, a brick-construction separate heating plant, and other buildings used 
frame construction, to house chickens, rabbits, and guinea pigs, and a separat; 
wooden-construction home for employees. 

That the main hospital and the maternity hospital and the nurses’ home ar 
connected by covered passageways; that the main hospital building contains a 
upper floor known as the surgical floor together with the operating rooms and 
complete X-ray rooms and electric-therapy rooms, that the first floor of the hospi- 
tal contains rooms for the medical patients, the offices and chapel, and rooms for 
pediatric patients, and attached to this first floor is a separate kitchen for t! 
preparation of foods and the diet kitchens, and also directly under the second-floor 
operating room are the laboratories, under the control and supervision of trained 
laboraticians. 

The hospital is the only hospital situate in central Montana, and serves a popu- 
lation of approximately 18,241. 

The hospital is staffed by a corps of 8 physicians and surgeons, and also renders 
service to its patients by the doctors of dental surgery residing in the city of 
Lewistown, Mont., and in number, 6. 

That Sister Jeanne Maria Henneth Langlo is a nurse in training and is pledg 
to the Order of the Daughters of Jesus, a corporation sole, and is directly under th 
control and supervision of your affiant and also under the teaching, training, a: 
supervision of Sister Gerard, bead of the nurses’ training and head of the Nurses 
School of St. Joseph’s Hospital in the city of Lewistown, Fergus County, Mont 

That, including Sister Jeanne Maria Henneth Langlo, there are at the present 
time 29 nurses in training, and that in addition thereto, and residing in the Lewis- 
town, Fergus County, Mont., area, are in number, 6 duly registered trained nurses 
who are subject to call for special patients and at the expense of the patients; that 
there are also serving the hospital directly the following number, 10 of duly regis- 
tered trained nurses who are active and on the staff of St. Joseph’s Hospital, of 
this number the following number, 10 are Sisters of the Order of the Daughters of 
Jesus. 

That St. Joseph’s Hospital is a modern hospital, fully accredited, and contains, 
both in the maternity hospital and in the regular hospital, the following number, 
47, of private rooms, and the following number, 73, of wards or rooms where more 
than 1 patient is served. 

That Sister Jeanne Maria Henneth Langlo, and a native of France, is needed 
for her actual services as a nurse in training at St. Joseph’s Hospital at Lewistown, 
Fergus County, Mont., for the reason that hospital service must be rendered for 
the entire hours of each day and that for the average normal occupancy by 
patients we do not have sufficient nurses in training or registered nurses to serve 
in the operating rooms, in the kitchens, in the maternity hospital, in the pediat- 
rics department, in the surgical-floor department, and in the medical-floor depart- 
ment, and that the services rendered by Sister Jeanne Maria Henneth Langlo are 
such that there is no expenditure for employment service that accrues or becomes 
a charge against St. Joseph’s Hospital, and further that there is a dire need for 
further and other assistants in maintaining the various departments of the hospital 
and in giving attention and service to its many patients. 

That, due to the salaries paid in other lines of work, it has been impossible of 
late to obtain male orderlies to serve the patients of St. Joseph’s Hospital, and 
that only such service can be rendered by the Sisters and the nurses in training 
or other female employees of the hospital. 

That the hospital offers modern services to the entire population which it 
serves, and is the only hospital in central Montana and serves Judith Basin 
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inty, Petroleum County, and Fergus County, Mont., and also renders services 
. other nearby counties, and that it is quite impossible without the aid and 
stance of foreign-born sisters to keep the high standards of the hospital and 
, render services to the patients and to the hospital staff of physicians and sur- 
ns, who all reside within the city of Lewistown, Fergus County, Mont., and 


maintain their respective offices therein, and who use St. Joseph’s Hospital for 


treatment and surgical repair of their patients and the bringing into the world, 
hrough the services of the maternity hospital, the children born within this area 
| its population. 
lhat during a period of 2 vears last past, a total of 2,491 surgical patients have 
patients at St. Joseph’s Hospital, and a total of 3,915 patients have been 
dical patients at St. Joseph’s Hospital, and a total of 1,038 have been in the 
liatries department of St. Joseph’s Hospital, and that a total of 981 babies have 
born in the maternity hospital of St. Joseph’s Hospital. That the records 
1 files in the office of St. Joseph’s Hospital at Lewistown, Fergus County, 
nt., from which these figures have been taken, will support each and every 
tatement herein made. 
Sister Mary, 
Reverend Mary, Sister Superior and Superintendent of St. Joseph’s Hospital 
at Lewistown, Fergus County, Mont. 


Subseribed and sworn to before me, a notary public in and for the State of 
Montana, this the 26th day of May 1952. 
Sr CamitteE M. LeEGouRRIERSC, 


[SEAL] 
Notary Public for the State of Montana. 


My commission expires August 27, 1953. 
The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 167), as amended, should be enacted. 


\ 
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GEORGE MAUNER 


Marcu 20, 1953.—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany §. 811] 


The Committee on the Judiciary, to which was referred the bill 
(S. 811) for the relief of George Mauner, having considered the same, 
reports favorably thereon with an amendment in the nature of a sub- 
stitute and recommends that the bill, as amended, do pass, 


AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof the 
following: 
That, notwithstanding the provisions of section 212 (a) (9) of the Immigration 
and Nationality Act, George Mauner may be admitted to the United States for 
permanent residence if he is found to be otherwise admissible under the provisions 
of that Act: Provided, That this exemption shall apply only to a ground for 
exclusion of which the Department of State or the Department of Justice had 
knowledge prior to the enactment of this Act. 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant a waiver of the 
excluding provisions in the immigration law relating to conviction for 
a crime involving moral turpitude in behalf of George Mauner, so as 
to permit him to enter the United States to join his wife and children. 
The bill has been amended in accordance with the suggestion of the 
Attorney General and to conform the language to the provisions of 
the new Immigration and Nationality Act. 





GEORGE MAUNER 


STATEMENT OF FACTS 


The beneficiary of the bill is a 50-year-old native and citizen of 
Austria presently residing in Paris, France. His wife and two children 
are lawful residents of the United States, and one of his sons is serving 
in the United States Army. In 1927 the beneficiary of the bill was 
convicted of embezzlement in Vienna, Austria, and he received a 3- 
month sentence. The verdict was subsequently set aside. Without 
the waiver provided for in the bill, the beneficiary of the bill will be 
unable to join his wife and children in this country. 

A letter with attached memorandum dsted June 27, 1952, to th 
former chairman of the Senate Committee on the Judiciary from the 
Deputy Attorney General with reference to S. 2146, which was a bill 
introduced in the 82d Congress for the relief of the same alien, reads 
as follows: 

JuNE 27, 1952 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to your request for the views of th 
Department of Justice relative to the bill (S. 2146) for the relief of George Mauner 
an alien. The bill would waive in the case of Mr. Mauner the provisions of the 


> 


llth category of section 3 of the Immigration Act of 1917 which excludes fron 
admission to the United States persons who have been convicted of or who admit 
the commission of a felony or other crime or misdemeanor involving moral turpi- 
tude. 

There is attached a memorandum prepared by the Immigration and Naturali 
zation Service of this Department setting forth the facts in the case. 

Whether, under the circumstances in this case, the general provisions of the 


immigration laws should be waived presents a question of legislative policy con- 
cerning which the Department of Justice prefers not to make a recommendation 
Should the bill receive favorable consideration, however, it is suggested that it 
be amended as proposed in the attached memorandum. 

Sincerely, 


A. Drvirr VANECH 
Deputy Attorney General 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
Service Fires Re GrorGe MAuNER, BENEFICIARY OF S. 2146 


Mr. Mauner is a native and citizen of Austria who was born on July 10, 1902. 
He has never been in the United States and is presently residing in Paris, France 
His wife, Frieda Mauner, and two married children, Herbert Mauner and Daisy 
Versano, are legal residents of the United States, having been admitted into this 
country for permanent residence in 1947. Mrs. Mauner and the daughter are 
presently residing in New York City, while the son is serving as a soldier with the 
United States Army in Orleans, France. The daughter is married to a native-bor 
citizen of the United States and a former member of the Armed Forces of this 
eountry. 

Mrs. Mauner testified that she is a native of London, England, 49 years of age, 
and the wife of George Mauner, whom she married in Vienna, Austria, in 1925 
She stated that she and their two children, Herbert and Daisy, were admitted into 
the United States for permanent residence in 1947. 

Mrs. Mauner further stated that in 1938 she and her husband and their two 
children left Austria and went to France, where her husband is living at the 
present time. She continued that he served voluntarily in the French Army 
during World War II against the Nazis. She stated that he is self-supporting 
and that he expected to obtain a job as first cook in a home for the aged on April 15, 
1952. Mrs. Mauner added that she and her children are desperate without the 
love and companionship of her husband. She stated that she earns her own 
living as a dressmaker. 
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Stevan Mauner, a citizen of the United States and brother of George Mauner, 
tated that his brother was born on July 10, 1902, in Vienna, Austria, in a family 
f six children; that the oldest brother, Maurice Mauner, died in 1940 He stated 

at two sisters and one brother were killed at the hands of the Nazis in various 

neentration camps in Europe and that their parents, born in Poland, are now 
ieceased. He continued that his brother George attended school until the age 

' 17 and also worked for a firm of silk jobbers until he was 24 years of age. He 
adaed that George married in Vienna, Austria, in 1925, and reared two children. 
He stated that he sent affidavits to his brother and family in 1947 to assist them 

come to the United States. 

Che records of the Court of the First Instance, Criminal Section I, in Vienna, 
Austria, show that on April 30, 1927, that court pronounced judgment on George 
\fauner as follows: 

‘The defendant, George Mauner, is guilty. In the period from August 1925 
to June 1926 he withheld and appropriated assets—namely 2,300 schillings in 
ash-—which had been entrusted to him by the firm of Egon Donath & Co. for 
the payment of customs charges. 

“He has thereby committed the crime of embezzlement under section 183 of 
the Penal Code and is therefore sentenced, under section 184 of the Penal Code, 
and by application of sections 54 and 55 of the Penal Code, to imprisonment at 

ard labor (schweret Kerker) for a period of 3 months, augmented by two hard 
hunks (zwei harte Lager) a month, in accordance with section 369 of the Code 
of Penal Procedure, to make restitution to the firm of Egon Donath & Co. of 
2.300 schillings and, in conformity with section 389 of the Code of Penal Pro- 
jure, to pay the costs of the criminal action and execution of sentence.” 

The Visa Division of the Department of State has informally advised this Ser- 
vice that Mr. Mauner was refused a visa as a person who has been convicted of a 
crime involving moral turpitude—to wit, embezzlement—and is therefore manda- 
torily excludable from the United States under the eleventh category of section 3 
of the Immigration Act of February 5, 1917. In the absence of special legislation, 
Mr. Mauner may not be permitted to enter this country for permanent residence 
to join his legally resident alien wife and two married children 

It should be noted, however, that the proposed waiver is not limited to a specifie 
ffense. This could be accomplished by striking out all after the enacting clause 

substituting the following: 


hat, notwithstanding the provisions of the eleventh category of section 3 of the 
Immigration Act of 1917, as amended, insofar as concerns any act or acts of George 
Mauner, of which the Department of State or the Department of Justice has 
otice at the time of the enactment of this act, the said George Mauner may be 
mitted to the United States for permanent residence if he is found otherwise 
missible under the provisions of the immigration laws.”’ 


} 
} 


at 
a 

Senator Herbert H. Lehman, the author of the bill, has submitted a 
number of documents in support of the bill, among which are the 


following: 
[Translation from German] 


AUSTRIAN LEGATION, 
6 Rue Faperr (7e), Paris, FRANCE, 
September 22 19541. 
Mr. Grroa MAUNER, 
15 rue Pierre Semard, Paris, 90. 

Dear Mr. Mavuner: Further to official letter No. 10.638 of August 31, 1950, 
I wish to advise, pursuant to the decision of the Chancellery Office of the Federa- 
tion for Foreign Affairs, that your petition for discharge of the verdict of mis- 
appropriation brought against you by the District Penal Court of Vienna I, 
under date of April 30, 1927, under GZ.Vr.II a1434/27, is superfluous. 

Pursuant to information received from the Federal Police Administration of 
Vienna, Criminal Records Office, under date of August 21, 1951, the said verdict 
had been set aside by the act of April 9, 1920 (DRGBL.I, folio 507), during the 
period that this act was in effect in Austria; namely November 1, 1941, to July 14, 
1945, 

Yours very truly, 
(Signed) APprFEL 
(For the Legation Minister). 











GEORGE MAUNER 





[Copy] ‘ 
101 SHEPMAN AVENUE, 
New York, N. Y., September 4, 1951 









































Hon. Hersert H. LExMAN, 
United States Senate, Washington, D. C.: 


I am in possession of your letter and want to thank you for going into all this 
trouble. The answer to your request for further information regarding the case 
of my father, Mr. George Mauner, is as follows: 

1. My father was born in Vienna, Austria, on the 10th of July 1902 

2. I am a citizen of the United States and married to a World War IT veteran. 

3. Both my mother and my brother, Mrs. Frieda Mauner and Pfc. Herbert F 
Mauner, are permanent residents of the United States since December 1, 1947, 
My brother is presently serving with the United States Army, being stationed at 
HQ, EuCom, Communication Zone, in Orleans, France. 

4. My father’s vocation is chef, and he will be entirely self-supporting His 
support is further vouched for by both my brother and myself, should the eventu- 
ality ever arise. 

I hope that this is the information requested in your letter, and that it will be 
satisfactory. Should there be anything I could do to help you, please inform me, 
sir, and I will do my utmost. 

I am hoping that your endeavor will be crowned with success, and result in the 
reunion of my family. 

Thanking you for everything, sir, I remain gratefully and respectfully yours. 
(Signed) Mrs. Datsy Varsono. 








New York, N. Y., December 9, 1952. 
Re: George Mauner, 8, 2146, 82d Congress, Ist session, introduced on September 
19, 1951. 
Hon, Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington 25, D. C. 

My Dear Senator McCarran: I am forwarding two certified photostatic 
copies showing my father-in-law’s present place of employment while awaiting the 
enactment of bis private immigration bill, which was known as 8, 2146 in the 82d 
Congress. 

In your letter of July 3, 1952, you informed me that all the reports required by 
the Senate Subcommittee on Immigration and Naturalization were received too 
late for any consideration for that bill by the 82d Congress; consequently, the bill 
died, 

It is my belief that the Honorable Herbert H. Lehman will introduce new legis- 
lation in the 83d Congress for my father-in-law’s private immigration bill. I there- 
fore request that these documents be made part of the file of Mr. George Mauner’s 
case for his relief and forthcoming new bill in the United States Senate. 

For vour added convenience, I shall translate these French words as follows: 

“Written affirmation: It is certified that George Mauner is engaged as chief 
cook as of April 15, 1952, in our house of retreat at Boissise la Bertrand (Seine et 
Marne). 

“THe Drrecror.” 

Thanking you very much for your assistance, 

Very truly yours, 
SAMUEL VARSANO. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 811), as amended, should be enacted. 


O 
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ESTATE OF MARY M. MENDENHALL 


Marcu 20, 1953.—Ordered to be printed 


Mr. Lanaer, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany 8S. 851] 


The Committee on the Judiciary, to which was referred the bill 
S. 851) for the relief of the estate of Mary M. Mendenhall, having 
considered the same, reports favorably thereon, with an amendment, 
and recommends that the bill, as amended, do pass. 


AMENDMENT 


On page 1, line 7, strike all after the words ‘‘the sum of” down to 
and including the word “her,” on line 11 and insert in lieu thereof 
the following: ‘$10,000, in full settlement of all claims against the 
United States on account of the death of the said Mary M. Menden- 
hall while she was being delivered of a child,”’. 


PURPOSE 


The purpose of the proposed legislation, as amended, is to pay the 
sum of $10,000 to the estate of Mary M. Mendenhall, deceased, in 
full settlement of its claim against the United States for her death 
from asphyxiation caused by the improper administration of an anes- 
thetie during an operation performed on her at the 49th General 
Hospital, Tokyo, Japan. 

STATEMENT 


Mrs. Mary M. Mendenhall was the wife of Ist Lt. George W. 
Mendenhall, United States Air Force, and who was assigned to duty 
with the Headquarters and Headquarters Squadron of the United 
States Air Force in Tokyo, Japan. Mrs. Mendenhall and_ their 
4-vear-old son were living with Lieutenant Mendenhall in Tokyo. 
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Under applicable Army regulations then in force Mrs. Menden}),l| 
as the dependent wife of an Air Force officer, was entitled to receive 
prenatal and natal care in a United States Army hospital. 

Mrs. Mendenhall was admitted at the 49th General Hospital 
about 9:20 p. m. on September 8, 1949, in active labor. Mrs. Menden- 
hall was pronounced dead at 11:15 p. m. that same evening during 
childbirth. The Department of the Army in its report states that 
while there is insufficient evidence to support the finding that death 
was caused by gross negligence on the part of the anesthetist, nurses 
or physicians who attended Mrs. Mendenhall on September 8, 1949. 
it does appear that neither of the nurses who first administered 
anesthetics to Mrs. Mendenhall had any special training to qualify 
them to administer anesthetics and that no qualified anesthetis t o1 
physician attended the patient until ineanediniale prior to the delivery 
of her child. The Department of the Army further states that ~ 
it appears that there was adequate medical personnel available 
attend Mrs. Mendenhall, the services of such personnel were not 
properly utilized and as a result she did not receive the attention that 
could have been given to her. The Department of the Army con- 
cludes that an award of $50,000 in this instance would be excessive: 
however, it feels that the sum of $15,000 would constitute a fair and 
equitable settlement for the damages sustained as the result of , 
the death of Mrs. Mendenhall. The Department of Justice has ad- 
vised this committee that they concur in the views of the Department 
of the Army. 

The committee is indeed sympathetic to the family for this tragic 
accident resulting in the death of the mother. However, the com- 
mittee is constrained to recommend that the award in this case be 
limited to the sum of $10,000. The committee in the past has 
considered a great many death claims. The committee generally 
has limited these death claims to a maximum award of $10,000. 

In view of past policy in connection with awards in death claims, the 
committee is of the view that an award in the sum of $10,000 would 
constitute a fair and equitable settlement for the damages sustained 
as the result of the death of Mrs. Mendenhall. 

The committee therefore recommends the enactment of S. 851, as 
amended. 

Attached to this report and made a part thereof are the reports 
of the Department of the Army and the Department of Justice 
submitted in connection with an identical bill of the 82d Congress. 


DEPARTMENT OF JUSTICE, 
Weshington, October 2, 1952 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice concerning the bill (S. 2769) for the relief of the estate of 
Mary M. Mendenhall. 

The bill would provide for payment of the sum of $50,000 to the estate of Mary 
M. Mendenhall, deceased, in full satisfaction of its claim against the United States 
for her death from asphyxiation caused by the improper administration of an anes- 
thetic during an operation performed on her at the 49th General Hospital, Tokyo, 
Japan. 
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In compliance with your request, a report was obtained from the Department 
of the Army concerning this legislation. That report, which is enclosed, sets 

it in detail the facts relating to this claim. Briefly stated, it appears that Mrs. 
Me ndenhall, the wife of Ist Lt. George W. Mendenhall, United States Air Force, 
aied during childbirth at the 49th General Hospital, United States Army, Tokyo, 
Japan, on September 8, 1949, and the cause of her death was officially determined 
to be “asphy xia, due to aspiration of vomitus, during an anesthetic at time of 

ielivery. 

The Department of the Army states that, while there is insufficient evidence to 

upport a finding that death was caused by gross negligence on the part of the 
nesthetist, nurses, or physicians who attended Mrs. Mendenhall on September 8, 
1949, it does appear that neither of the nurses who first administered anesthetics 
to Mrs. Mendenhall had any sper ial training to qualify her to administer anes- 
theties and that no qualified anesthetist or physician attended the patient until 
immediately prior to the delivery of her chila. It further observes that, while it 
appears that there was adequate medical personnel available to attend to Mrs. 
Mendenhall, the services of such personnel were not properly utilized and as a 

sult she did not receive the attention that could have been given to her. 

The report states that in the light of the facts and circumstances of the case, 
the Department of the Army would have no objection to the granting of an award 

a reasonable amount to the estate of Mrs. Mendenhall on account of her death, 
but that the proposed award of $50,000 is excessive. The Department of the 
(Army observes than an award of $15,000 would constitute a fair and reasonable 
settlement for all of the damages sustained as the result of the death of Mrs. 
\lendenhall, and recommends that the bill be amended in accordance with the 

restions set out on page 4 of its report 

The Department of Justice concurs in the view of the Department of the 
Army. 

The Bureau of the Budget has advised this office that there would be no objec- 

to the submission of this report. 
Sincerely, 
Ross LL. MALONE, Jr., 
Deputy Attorney General. 


Di PARTMENT OF 1HE ARMY, 
Washington, August 26, 1952. 
he Honorable the ArroRNEY GENERAT, 
Washington, D. C 

Deak Mr. ArrorNeY GENERAL: Reference is made to your letter with which 
you enclosed a copy of 8S. 2769, 82d Congress, a bill for the relief of the estate of 
Mary M. Mendenhall. You state that the Senate Committee on the Judiciary 
has requested the Department of Justice to submit a report on this bill and has 
advised that if reports are necessary from other sources they will be secured by 
your Department and submitted along with your report to the committee. You, 
therefore, request the comments of the Department of the Army on 8S. 2769. 

This bill would authorize and direct the Secretary of the Treasury ‘‘to pay, 
out of any money in the Treasury not otherwise appropriatea, to the estate of 
Mary M. Mendenhall, deceased, wife of Captain George W. Mendenhall, United 
States Air Foree, the sum of $50,000, in full satisfaction of its claim against the 
Uniteo States for the death of the said Mary M. Mendenhall from asphyxiation 
caused by the improper administration of an anesthetic during an operation per- 
formed on her, on September 8, 1949, at the Forty-ninth General Hospital, 
Tokyo, Honshu, Japan” 

The records of the Department of the Army show that on September 8, 1949, 
Ist Lt. (now Capt.) George W. Mendenhall, United States Air Foree, was and 
for some months prior thereto had been assigned to duty with the Headquarters 
and Headquarters Squadron, 1808th Airways and Air Communication Service 
Wing, United States Air Force, in Tokyo, Japan. His wife, Mrs. Mary M. 
Mendenhall, ard their son, George W. Mendenhall, Jr., 4 years of age, were living 
with him in Tokyo. Under applicable Army regulations then in force Mrs, 
Mendenhall, as the dependent wife of an Air Force officer, was entitled to receive 
prenatal and natal care in a United States Army hospital. 

Mrs. Mendenhall died during childbirth at the 49th General Hospital, United 
States Army, Tokyo, Japan, on September 8, 1949, at about 11 p.m. The cause 
of her death was officially determined by the medical authorities at saic hospital 
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as “asphyxia, due to aspiration of vomitus, during an anesthetic at ti: 
delivery.” 

The evidence shows that at the time of Mrs. Mendenhall’s death the obstetr; 
section of said hospital consisted of four medical officers (the chief of the se 
and three assistants), and that the anesthesia section of the hospital consisted oj 
the chief of such section (an Army medical officer) and four assistants (members of 
the Army Nurse Corps). Mrs. Mendenhall had been under the care of an ol)ste. 
trician at the 49th General Hospital for some time prior to September 8, 1949 
Her prenatal course was entirely normal. She was admitted to said hospital by 


a 


the general duty nurse on duty in the obstetrical ward at about 9:20 p. m. on 
September 8, 1949, in active labor. At that time she stated to the nurse that 
she had eaten dinner that evening, but did not state how long it had been sing 
she had eaten. The nurse immediately reported her admittance to the obstetrician 
on duty and, acting under his instructions, gave her premedication (demero], 
100 mg., and scopolamine, 1/150 grains). At about 9:50 p. m. another ward 
nurse reported to the obstetrician that Mrs. Mendenhall was ready for delivery 
He was at that time busy attending another patient and stated that he needed 
only a few more minutes of time to complete his work on that patient. Th 
nurse, acting under his instructions, had Mrs. Mendenhall moved into the delivery 
room and started administering ether to her. Such nurse, having cut her hand 
in opening a can of ether, was relieved by the general-duty nurse, who had orig 
nally admitted Mrs. Mendenhall to the hospital. The last-mentioned nurse | 
only administered ether to a patient in labor once before, and neither of the nursi 
in question had had any special training to qualify her as an anesthetist 
appears that neither nurse asked the patient how recently she had eaten any food 
The patient vomited a little shortly after the second nurse began to administer 
ether to her. At about 9:55 p. m. the obstetrician entered the delivery room of 
Mrs. Mendenhall. At about 10 p. m.a nurse anesthetist, who had been attending : 
another patient, came into the delivery room and took over the administratio: 
of the anesthetic. She decided that it would be best for the patient to chang 
the anesthetic from ether to nitrous oxide and oxygen. A mask was placed ove 
the patient’s face so that the mixture of nitrous oxide and oxygen might be 
administered. Before this gaseous mixture could be administered to the patient 
she vomited violently. At that moment the obstetrician delivered the child 
As the result of the violent vomiting of the patient no more anesthetic in any forn 
could be administered to her. About that time another Army medical officer, 
who was not on duty but who had been visiting a sick friend in the hospital, canv 
into the room. The nurse anesthetist, assisted by such medical officer, attempted 
to clear the vomited material out of the patient’s throat, but they were unsuccessful 
in that task. In the meantime the patient was turning blue and choking, and 
one of the physicians performed an emergency tracheotomy. Artificial respiration 
was also given to the patient. All efforts to save her life were of no avail, and 
at 11:15 p. m. she was pronounced dead. Her newborn child, however, survived 

An examination of the vomitus revealed large pieces of spinach and cooked 
eggplant, which the patient had evidently eaten at her home shortly before shi 
was taken to the hospital. 

In the course of her prenatal care at the hospital Mrs. Mendenhall was give: 
a copy of Rules for Mothers-To-Be, which rules were explained to her. Paragrap! 
II of these rules states that “If there is any question of labor starting, do not eat 
any solid foods.’”’ She was also given for her guidance in taking care of hers: 
during pregnancy a booklet published by the United States Public Health Servic: 
which contained complete information with reference to her care and the pr 
cautions that she should take. The evidence in this case, however, fails to 
close that Mrs. Mendenhall ate anything after labor started. 

On September 9, 1949, the Commanding Officer, 49th General Hospital, 
appointed a board of officers, consisting of 3 officers of the Medical Corps and 
1 officer of the Medical Service Corps, United States Army, to investigate the 
circumstances in connection with and the cause of the death of Mrs. Mary \ 
Mendenhall. 

After an investigation of the circumstances surrounding the death of Mrs 
Mendenhall the board found that said death was caused by asphyxia due t 
aspiration of vomitus while an anesthetic was being administered to the patie: 
at the time of the delivery of her child; that such death was unavoidable; and 
that there was no evidence of gross neglect on the part of the anesthetist, nurses, 
or physicians in attendance. 

While the evidence in this case is insufficient to support a finding that the death 
of Mrs. Mendenhall was caused by gross negligence on the part of the anesthetist, 
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nurses, or physicians who attended her on the night of September 8, 1949, it does 
appear that neither of the nurses who first administered anesthetics to the patient 
had any special training to qualify her to administer anesthetics and that no 
ialified anesthetist or physician attended the patient until immediately prior 
to the delivery of her child. The evidence shows that only one physician was on 
duty in the obstetrical ward when Mrs. Mendenhall was admitted to the hospital. 
He and a nurse anesthetist were at that time busily engaged in attending another 
women who was giving birth to a child. Mrs. Mendenhall had no one to attend 
her from the time of her admission to the hospital at 9:20 p. m. until about 
55 p.m. except two nurses, neither of whom was a qualified anesthetist. Al- 
igh the patient was in labor at the time she was admitted to the hospital no 
attempt was made to obtain a physician or qualified anesthetist to attend to her 
til about 35 minutes later when the birth of a child appeared to be imminent 
appears that there was adequate medical personnel available to attend to 
irs. Mendenhall on the night of September 8, 1949, but the services of such 
rsonnel were not properly utilized, and as a result she did not receive the 
ition that could have been given to her. 
In the light of the facts and circumstances in this case the Department of the 
\rmy would have no objection to the granting of an award in a reasonable amount 
to the estate of Mrs. Mendenhall on account of her death. The proposed award 
if $50,000 stated in 8S. 2769 is excessive. It is the view of the Department of the 
that an award of $15,000 would constitute a fair and reasonable settlement 
all of the damages sustained as a result of the death of the decedent. 
If this bill is favorably considered by the Congress, it is recommended that 
fter the words “‘the sum of’’ on line 7, page 1, of the bill, everything down to the 
ds and figures ‘fon September 8, 1949,’’ on line 11 of said page, be stricken 
t and thet there be inserted in lieu thereof the following: ‘$15,000, in full settle- 
t of all claims against the United States on account of the death of the said 
lary M. Mendenhall while she was being delivered of a child,”’. 
Sincerely yours, 


KARL R. BENDETSEN, 
Acting Secretary of the Army. 
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EMERGENCY POWERS CONTINUATION ACT 
Marcu 20, 1953.—Ordered to be printed 


Mr. Lanasrr, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany S. J. Res. 57] 


The Committee on the Judiciary, to which was referred the joint 
resolution (S. J. Res. 57) to extend until July 1, 1953, the time limita- 
tion upon the effectiveness of certain statutory provisions which but 
for such time limitation would be in effect until 6 months after the 
termination of the national emergency proclaimed on December 16, 
1950, having considered the same, reports favorably thereon without 
amendment and recommends that the joint resolution do pass. 


PURPOSE 


The purpose of the joint resolution is to provide a further extension 
until July 1, 1953, of certain emergency powers heretofore extended 
by the Emergency Powers Continuation Act (Public Law 450, 82d 
Cong.) until 6 months after the termination of the national emergency 
proclaimed by the President on December 16, 1950, but not later 
than April 1, 1953, so as to enable the appropriate congressional 
committees to consider legislation further extending those statutory 
provisions or placing them on a permanent basis. 


STATEMENT 


(The committee notes that the subject matter listed as item 1 (a) (9) 
under the heading ‘‘ Administrative Procedures” set out below in this 
report was reported favorably from the Armed Services Committee 
(S. 1078) on March 13, 1953, and passed the Senate on March 18, 
1953.] 

On April 28, 1952, the Treaty of Peace between Japan and the 
United States, and the other signatory powers, went into effect. On 
the same date, the President issued Proclamation No. 2974, which 


26006 





2 EMERGENCY POWERS CONTINUATION ACT 


brought to an end the national emergencies previously proclaimed on 
September 8, 1939, and May 27, 1941. 

These actions had the effect of either instantly terminating, o; 
beginning the termination period of, approximately 155 laws the 
effectiveness of which depended upon the existence of a state of war 
or the emergencies referred to above. 

In the meantime, Congress had enacted Public Law 313, 82d Con- 
gress, which provided a temporary extension until June 1, 1952, of 
some 60 of the laws which the executive departments considered essen- 
tial to the conduct of national affairs in the light of world conditions 
That temporary extension was successively further extended by Publi 
Laws 368, 393, and 428, 82d Congress, to July 3, 1952. On July 3 
1952, the Emergency Powers Continuation Act (Public Law 450, 82d 
Cong.) was approved and extended some 45 of those laws for the 
duration of the national emergency declared by the President on 
December 16, 1950, and 6 months thereafter, but in no event later 
than April 1, 1953. 

The executive departments are now in the process of considering 
those 45 provisions of law and drafting separate legislative proposals 
which would amend, extend, or make permanent those emergency 
powers included in those statutes for which there is a continuing need 
A number ot those legislative proposals have been introduc ed in the 
Congress and referred to the cognizant congressional committees, but 
none of them have as yet been enacted into law. The delay in present- 
ing those legislative proposals to the Congress has been largely 
occasioned by the change in the administration of the Government 
and the concurrent change in the appointed officials of the executive 
departments concerned. 

Officials of the Department of Defense appeared before the full 
committee and urged the adoption of this proposal. Thereafter, a 
subcommittee was appointed, which held a further hearing, at which 
time the officials of the Department of Defense gave more detailed 
reasons for expeditious action on the resolution. On the basis of the 
two hearings, the committee has concluded that, in order to provide 
ample time for a proper consideration and evaluation of the need for 
a further extension or reservation of these emergency powers, an 
additional 90-day extension of the Emergency Powers Continuation 
Act should be provided. 

The statutes which would be affected by this continuation fall 
roughly into nine categories, as follows: 

Construction, procurement and sale. 
Government personnel. 

Compulsory service. 

Claims and claims procedure. 
Administrative procedures. 
Security. 

Housing. 

Transportation and shipping. 
Foreign relations. 
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Each statutory provision is briefly summarized under one of these 
( ategories. 

Construction, procurement, and sale 

Acquisition and operation by the Navy of buildings and facilities 
in the procurement or construction of authorized items, without spe- 
cific project authorization (1 (a) (1)). 

Inspection of plants and books of contractors (1 (a) (2)). 

Authority for Secretaries of Army, Navy, and Air Force to provide 
installations for manufacturing of military equipment and for storage 
and shelter; to exchange equipment; and to operate or dispose of 
plants (1 (a) (4)). 

Operating plantations abroad for supplying food to the Armed 
Forces (1 (b) (4)). 

Adjustment of royalties for use of inventions in aid of prosecution 
of the war (1 (a) (31)). 
2. Government personnel 

Soldiers’ deposits—repayment before final discharge (1 (a) (10)). 

Entertainment and instruction of Army and Air Force enlisted 
personnel (1 (a) (5)). 

Sales to civilians at naval stations and PX’s within the United 
States when private services not available (1 (a) (14)). 


Status, discipline, and benefits} 


Coast and Geodetic Survey—benefits for officers on duty with the 
Armed Forces in areas of immediate military hazard (1 (a) (28)). 

Missing Persons Act (1 (a) (7)). 

Injury or death from war-risk hazard—compensation (civil em- 
ployees of the United States or of contractors outside United States) 
(1 (a) (13)). 

Death or disability of United States employees after restraint by 
an enemy deemed to result from performance of duty (1 (a) (17)). 

Disbursing officers may cash checks and change money for Armed 
Forces personnel (1 (a) (16)). 

Duty-free importation of personal and household effects of United 
States employees brought into the United States on Government orders 
(1 (a) (18)). 

Suspension of the peacetime provision (inoperative administratively 
since September 1939) permitting enlisted personnel in the Army and 
Navy to purchase their discharge (1 (b) (5) and (6)). 


Veterans’ preferences 


Preference for loans in connection with improvement of farm houses 
and buildings (1 (a) (20)). 

Preference as to federally owned housing available under title V of 
the Lanham Act (1 (a) (21)). 

Preference as to farm loans and mortgage insurance (1 (a) (22)). 


Appointment and use of armed services personnel—suspension of 
peacetime restrictions 
Officers in active service may be detailed as ROTC instructors even 
though retired Army and Air Force personnel are available therefor 
as volunteers (1 (b) (2) part). 
Service flags and lapel buttons (1 (a) (19)). 
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3. Compulsory service 

By retired Army and Air Force personnel, as ROTC instructors 
(1 (b) (2) part). 

Authority to the President to continue the appointments of officers 
and warrant officers in the Army and Air Force, Reserve components, 
and the National Guard, to be utilized only in the case of persons 
missing in action, captured, interned, or in a similar status (1 (¢ 


4. Claims and claims procedure 

Composition of settlement commissions (1 (a) (6)). 

Extension of the time limit for the filing of claims (not otherwise 
barred) arising after the beginning of the Korean conflict, for i injury 
to pewwoniit property caused by noncombatant activities of the Armei 
Forces (2 (c)). 

Barring of tort claims arising out of combatant activities of the 
Aimed Forces (1 (a) (32)). 

Administrative procedures 

Destruction of records situated abroad (1 (a) (3)). 

Certification of pay and allowances of members of Armed Forces on 
officers’ certificates without further evidence (1 (a) (9)). 

Use by VA of its automobiles to transport employees when public 
transportation not available (1 (a) (15)). 

Utilization of the American Red Cross in aid of the Armed Forces 
(1 (a) (23)). 

6. Security (crimes) 

Photographing military installations regardless of intent (1 (a) (11). 

Delivering defense information with intent or reason to soee that 
it will be harmful to the United States or benefit a foreign nation 
(longer imprisonment or death) (1 (a) (29); 18 U.S. C. 794). 

Gathering or publishing certain information with intent that it be 
eee to the enemy—death, at other times not a crime (1 (a) 
(29); 18 U.S. C. 794). 

Injuring ¢ or damaging war materials or making defective war ma- 
terials—greater penalties (30 years or $10,000, or both) than otherwise 
(10 years or $10,000, or both) (1 (a) (29); 18 U. S. C. 21: 53, 2154). 

Spreading false re ports with intent to interfere with the operation 
or success of the Armed Forces or to promote the success of the enemy 
(1 (a) (29); 18 U.S. C. 2388). 

7. Housing 


Authority to operate or reactivate existing Lanham Act housing 
projects and continuation of leases (1 (a) (1 2)), 


8. Transportation and shipping 
Priority for troops and materials of war in rail transportation 


(1 (a) (24)) 

Authority of the ICC, on certification by the President, to establish 
preferences and priorities in rail transportation (1 (a) (25)) and with 
respect to freight forwarders (1 (a) (26)). 

Authority to purchase, charter, or requisition idle foreign merchant 
vessels in United States waters and to charter vessels without com- 
petitive bidding (1 (a) (27)). 
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9. Foreign relations 

Neutrality Act—suspension of the prohibition on financial trans- 
actions by persons in the United States with foreign governments at 
war with each other (1 (b) (7)). 

The following statutory provisions, which were extended by the 
Emergency Powers Continuation Act, would not be affected by this 
further temporary extension. 

Allowances for uniforms, Army and Air Force (1 (a) (8)). The 
underlying statutory authority was repealed by section 803 of the 
Armed Forces Reserve Act of 1952. 

Entering and Jeaving the United States, restrictions and prohibitions 
as to citizens and aliens (1 (a) (30)). The underlying statutory 
authority was repealed by section 403 (15) of the Immigration and 
Nationality Act. 

Reserve officers may be appointed to the ranks higher than second 
lieutenants without certain requirements as to previous service 
(1 (b) (1)). The underlying statutory authority was repealed by 
sec = 503 of the Armed Forces Reserve Act of 1952. 

Officers of the Naval Reserve or the Marine Corps Reserve may be 
employed on active duty, with or without their consent, even later than 
7 years after their commissioning and for any purpose (1 (b) (8)). 
The underlying statutory authority was repealed by section 803 of 
the Armed Forces Reserve Act of 1952. 

TVA products may be sold for use abroad only to the United 
States or its allies in case of war (2 (a)). Because of changed condi- 
tions since the enactment of the Emergency Powers Continuation 
Act, the underlying statutory authority is no longer needed. 

Time limitation for filing of claims by Armed Forces personnel 
when the loss occurs in time of war (2 (b)). The underlying statutory 
authority was amended by Public Law 439, 82d Congress, to a form 
other than that in which it was purportedly extended by the 
Emergency Powers Continuation Act. 

In view of the present need for a further extension of the Emergency 
Powers Continuation Act, as demonstrated by the testimony presented 
to the committee, the committee recommends the approval of the 
joint resolution. 

It is the opinion of the committee that it is necessary to dispense 
with the requirements of subsection (4) of rule XXTX of the Standing 
Rules of the Senate in order to expedite the business of the Senate. 


rN 
YU 
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AMENDING THE ADMINISTRATIVE PROCEDURE ACT, 
AND ELIMINATING CERTAIN EXEMPTIONS THEREFROM 


Marcu 20, 1953.—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany 8. 18] 


The Committee on the Judiciary, to which was referred the bill 
(S. 18) to amend the Administrative Procedure Act, and eliminate 
certain exemptions therefrom, having considered the same, reports 
favorably thereon, without amendment, and recommends that the bill 
do pass. 

LEGISLATIVE HISTORY 


This bill is the same as S. 1770 of the 82d Congress, as it was reported 
from committee. That bill was the subject of numerous reports (set 
out fully hereafter) from interested agencies, was reported favorably 
from the Committee on the Judiciary, and passed by the Senate. 
Thereafter, it was considered and reported favorably by the House 
Committee on the Judiciary. In the present Congress, hearings have 
not been held because the issues involved are in no way obscure but 
on the contrary are clear and unambiguous; and the objections to 
the bill, such as they are, have been set forth fully in the letters which 
are included in and made a part of this report. 

Much of the material in this report is the same as in the report on 
the bill S. 1770 of the 82d Congress. This is because the committee 
feels that was a good report which merits reaffirmation. 


PURPOSE 


The purpose of the proposed legislation is to delimit the exemptions 
of certain functions of various F ederal agencies from the operation of 
the Administrative Procedure Act, by amending the exemption clause 


26006 





2 AMEND THE ADMINISTRATIVE PROCEDURE ACT 


in section 2 (a) of said act, and by repealing at various provisions in 
the several subsequent acts which have extended such exemption to 
the functions of said agencies. 


STATEMENT 


This bill is reported without amendments because it was introduced 
in the same form in which the legislation previously passed the Senate. 

The act of June 11, 1946 (60 Stat. 237, 5 U.S.C. see. 1001) brought 
forth what is commonly known and referred to as the Administrative 
Procedure Act. The general purpose of that act was to improve the 
administration of justice by prescribing fair administrative procedure, 
and it was carefully designed to effect. reasonable regulation of ad- 
ministrative process in order to maintain government according to lav, 

Prior to the enactment of the Administrative Procedure Act there 
had been widespread demand, and many proposals, for general 
statutes respecting administrative law and procedure. This subject 
is not expressly mentioned in the Constitution and there was no recog- 
nizable body ‘of such law, in contradistinction to the body of law 
governing judicial tribunals existent in the Judicial Code. The 
creation of general law regulating administrative process had become a 
virtual necessity as the result of the development of what had become, 
for all practical es a fourth dimension to our original tripartite 
form of government, by the creation of manifold administrative 
agencies an <daaaltieatinns branch had been added to the legislative, 
executive, and judicial branches. When the bill that was later enacted 
as the Admin'strative Procedure Act was before the Senate, the 


following observations were made by Senator McCarran: 


Perhaps there are reasons for that arrangement. We found that the legislative 
branch, although it might enact law, could not very well administer it. So the 
legislative branch enunciated the legal precepts and ordained that commissions 
or groups should be established by the executive branch with power to pro- 
mulgate rules and regulations. These rules and regulations are the very things 
that impinge upon, curb, or permit the citizen who is touched by the law, as 
every citizen is. * * * 

Mr. President, Calendar No. 758, Senate bill 7, the purpose of which is to 
improve the administration of justice by prescribing fair administrative pro- 
eedure, is a bill of rights for the hundreds of thousands of Americans wh 
alfairs are controlled or regulated in one way or another by agencies of the Fed ol 
Government. It is designed to provide guaranties of due process in adminis 
trative procedure. 

Such legislation as that which brought forth the Administrative 
Procedure Act manifestly required long and careful preparation, and 
it is probable that no measure of like character had the painstaking 
and detailed study and drafting that preceded enactment of that 
measure. The passage and approval of the Administrative Procedure 
Act was the culmination of careful i inquiry and consideration, extend- 
ing over a period of 10 years, by the Committees of the Judiciary in 
both Houses of Congress, by the President’s Committee on Adminis- 
trative Management, by the Attorney General’s Committee on Ad- 
ministrative Procedure, and by many public, quasi-public, and private 
groups, committees, and organizations representing the bar, business, 
and industry. During that period exhaustive hearings were held, at 
which scores of witnesses were heard by the respective committees. 
When the measure reached the floor of each House of Congress it 





AMEND THE ADMINISTRATIVE PROCEDURE ACT 3 


represented the fruit of careful preparation in the best tradition of the 
National Legislature. 

The Administrative Procedure Act was intended to frame an out- 
line of minimum essential rights and procedures applicable to every 
administrative agency of the Federal Government. Certain fune- 
tional exemptions were made in section 2 (a) (4) of the act, but no 

vency was specially exempted from the provisions of the act. The 
aad tional exemptions granted by the carefully considered terms of 
the act concerned the functions of certain temporary agencies which 
had been set up to deal with the war emergency, and which were 
expected to wind up their affairs in 2 reasonably short time, and the 
functions conferred by the Selective Training and Service Act of 1940, 
the Contract Settlement Act of 1944, and the Surplus Property Act 
of 1944. The purpose in exempting these emergency functions from 
~ Administrative Procedure Act was only to avoid upsetting existing 

ganizations which were nearing termination by imposing the re- 
quirement for establishing new procedures in suc +h organizations. It 
was not intended that the specific functional exemptions contained 
in the original act should form a pattern for future exemption of all 
similar functions. 

Nevertheless, ince the date of approval of the Administrative 
Procedure Act, three laws have been specifically added to the list of 
exemptions in section 2 (a) of the act, and seven other laws have been 
excmpted in whole or in part from the act, as enumerated in section 2 
of this bill (S. 1770). These added exemptions have not been con- 
sidered by the Committees on the Judiciary in either House of Con- 
vress, Which handled the Administrative Procedure Act itself, but 
instead have been inserted in bills which have been handled by other 
committees. Generally speaking, these added exemptions have not 
been brought to the specific attention of the committees handling such 
bills, have not been made the subject for consideration in hearings 
on those bills, and, in the broadest sense, have not been considered 
by those committees. Examination of the several committee reports 
accompanying the bills providing these added exemptions disclose no 
explanatory basis for the granting of such exemptions. The following 
statement appears in Senate Report 31, 8lst Congress, Ist session, 
regarding the exemption contained in the Export Control Act of 1949, 
at page 6: 

There is continued a limited exemption from the Administrative Procedure Act. 
By section 7, provision is made that section 3 alone (the public information require- 
ment) of the Administrative Procedure Act shall be applicable to the export 
control program in view of the temporary character of this legislation and its 
intimate relation to foreign policy and national security. This is in accord with 
the policy expressed in section 2 of the Administrative Procedure Act itself. 
Other temporary regulatory activities authorized since that act have been granted 
col eee able exemptions. Examples of such are contained in the Sugar Control 

‘nsion Act (50 U. S. C. App. 981-985); Housing and Rent Act of 1947 (50 
U. Ss. C. App. 1881- -1884, 1891-1902): Veterans E nergency Housing Program 
50 U. S. C. 1821-1833); War Housing Insurance Act (12 U. 8. C. 1738, 1739, 
1743, 1744). The essential safe guards of consultation with the trade in pro- 
mulgating regulations, and of an opportunity to be heard on appeal from hard- 
ship, are obtained through the aforementioned provisions of the bill (4b) and 
existing agency procedures for review and appeals from licensing and compliance 
actions, 


In addition, there was a statement in House Report 2987, 81st 
Congress, 2d session, regarding the exemption of deportation pro- 
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ceedings before the Immigration and Naturalization Service contained 
in the supplemental appropriation bill for 1951, as follows (pp. 13-14): 


Immigration and Naturalization Service, salaries and expenses.—The supp 
mental amount of $3,980,000 was requested by the Bureau of the Budge 
provide the Immigration and Naturalization Service with additional hear 
examiners and supporting personnel to enable the Service to comply wit! 
requirements of the Administrative Procedure Act of 1946 in deportation hearings 
The recent decision of the United States Supreme Court in the case of Wong 
Yang Sung v. McGrath (339 U.S. 33), held that deportation proceedings befor 
Immigration and Naturalization Service are subject to the provisions of th 
Administrative Procedure Act. Language is proposed which will allow the Inn 
gration and Naturalization Service to proceed in deportation hearings i: 
same manner as before the decision in the Sung case. The adoption of ¢! 
language will obviate the necessity of making the supplemental appropriatio; 
requested, thus saving the sum of $3,930,000 for the remainder of this fiscal vear 
In this connection, there was testimony before the committee to the effect that 
the Immigration and Naturalization Service is required to follow the Administra- 
tive Procedure Act in deportation hearings the added cost may eventually run as 
high as 25 to 30 million dollars, 


Furthermore, the absence of explanatory matter from the committe 
reports on bills containing exemptions from the Administrative Pro- 
cedure Act has not been rectified by explanation in debate, for thes: 
exemptions have found their way into law with nothing more than 
passing mention on the floor of either House of Congress. 

In view of the broad and general application intended for the Ad- 
ministrative Procedure Act, it is apparent that the successive granting 
of exemptions to certain administrative operations from the terms o! 
the act serves only to chip away the framework of what was intended 
to be a uniform structure of safeguards for the citizen in his dealings 
with Federal administrative agencies. The argument of emergency 
necessity for such exemptions has been overstated in the absecne of 
careful examination, for the Administrative Procedure Act was pre- 
pared with cognizance of emergency requirements and provided 
therefor. It need only be noted, for example, that section 4 (a) of the 
act, which is concerned with rule-making, provides that the require- 
ments of that section shall not apply “in any situation in which the 
agency for good cause finds that notice and public procedure thereon 
are impracticable, unnecessary, or contrary to the public interest.” 
Similar exceptions are contained elsewhere in the act to meet the public 
interest in time of emergency, as the exigencies of the situation may 
require. 

The economy argument in behalf of these added exemptions is also 
subject to criticism upon close examination, upon the ground that it 
has been overstated. However that may be, it is more important 
to note that when the Administrative Procedure Act was enacted it 
was recognized that additional cost was being added to the expense 
of government, but that the benefit to be derived from a uniform 
system of administrative procedure would far outweigh the added 
cost. Furthermore, it is a basic American concept that the cost of 
insuring justice under law is worth whatever it may cost. 

The Administrative Procedure Act is a fundamental enactment 
Shortly after it came into being Senator Smith of North Carolina, 
then president of the American Bar Association, reflected the wid 
recognition of its fundamental importance when he said: 


For our day the Administrative Procedure Act is in many ways as important 
as the Judiciary Act of 1789 was in the founding of our Federal Government 
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In the first 5 vears that this act has been in force it has become 
apparent that it has done much good, and also that the greater por- 
tion of its beneficial effect is vet to be felt. Nonetheless, the Congress 
has acted, during those formative years under the act, to narrow 
its scope by granting the exemptions which this bill seeks to repeal. 
That the time is ripe to halt this trend, and to take the necessary 
steps to restore full vigor to the Administrative Procedure Act by 
repealing those exemptions, is illustrated by a statement of a prom- 
inent speaker before the Southwestern Regional Convention of the 
American Bar Association in April of this year, as follows: 

Five years of experience under the Administrative Procedure Act demonstrates 
that the bar cannot rest on its oars and assume that with the adoption of that 
act everything needed to curb arbitrary, capricious, and oppressive action by 
Federal administrative agencies was accomplished. Scuttling of the benefits 
of the act, insofer as emergency agencies are concerned, at the very time when 
those agencies have or are getting ready to expand their control so as to affect 
directly or indirectly nearly every person in the Nation is already an accomplished 
fac * * This experience demonstrates the necessity for constant vigilance 
* * * to prevent congressional nullification of the act. 


t 


The Administrative Procedure Act answered an urgent need for 
improvement in the administration of justice by prescribing fair 
administrative procedure, by the enactment of a formula upon which 
opposing social and political forces came to rest only after 10 years of 
intensive study, inquiry and consideration. While it was hailed as a 
bulwark against unfairness in the procedure of Federal agencies that 
bulwark has been weakened every time the Congress subsequently 
has assented to another exemption from the provisions of the act. 
It is the underlying purpose of this bill to restore the strength of that 
bulwark by repealing those exemptions and, thereby, reinstate the 
broad coverage of the act in its original form. 

The bill provides that, should it be enacted, it shall not be construed 
to invalidate, or to require anv change in, any proceedings conducted 
bv or before any Federal agency commenced prior to its effective date 
which, as provided, would be the thirtieth day following the date of its 
enactment. 

For the foregoing reasons the committee recommends favorable 
consideration of the bill (S. 18). 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of Rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 

(1) Act of June 11, 1946 (60 Stat. 237): 


Sec. 2. As used in this Act— 

(a) Acency.—‘‘Agency’’ means each authority (whether or not within or 
subject to review by another agency) of the Government of the United States 
other than Congress, the courts, or the governments of the possessions, Terri- 
tories, or the District of Columbia. Nothing in this Act shall be construed to 
repeal delegations of authority as provided by law. Except as to the require- 
ments of section 3, there shall be excluded from the operation of this Act * * * 
[(4) functions which by law expire on the termination of present hostilities, within 
any fixed period thereafter, or before July 1, 1947, and the functions conferred by 
the following statutes: Selective Training and Service Act of 1940; Contract Settle- 
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ment Act of 1944; Surplus Property Act of 1944.] (4) the functions conferred 
the following statutes: the Universal Training and Service Act; the Contract Settle» 
Act of 1944; and the Surplus Property Act of 1944. 


(2) Act of August 8, 1946 (60 Stat. 910, 918): 


[Sec. 302. Section 2 (a) of the Act of June 11, 1946 (Public Law 494, Sev: 
ninth Congress), is amended by striking out the period at the end thereof and 
inserting a semicolon and the following: “and the Veterans’ Emergency Housing 
Act of 1946.”"J 


(3) Act of August 10, 1946 (60 Stat. 978, 993): 


[Sec. 601. Section 2 (a) of the Act of June 11, 1945 (Public Law 494, Sevent 
ninth Congress), is amended by striking out the period at the end thereof and 
inserting a semicolon and the following: ‘‘and the Veterans’ Emergency Housing 


Act of 1946”.J 
(4) Act of March 31, 1947 (61 Stat. 35, 37): 


[Sec. 6. (a) Section 2 (a) of the Administrative Procedure Act, as amended 
is amended by inserting after ‘Surplus Property Act of 1944;” the following 
“Sugar Control Extension Act of 1947;’.] 


(5) Act of June 30, 1947 (61 Stat. 193, 201): 


[Sec. 210. Section 2 (a) of the Administrative Procedure Act, as amended 
amended by inserting after “Selective Training and Service Act of 1940;’ th: 
following: ‘‘Housing and Rent Act of 1947;’”.] 


(6) Act of March 30, 1948 (62 Stat. 93, 99): 


[Sec. 301. Section 2 (a) of the Administrative Procedure Act, as amended, is 
amended by inserting after “Housing and Rent Act of 1947” the following: “, as 
amended’’.J 


(7) Act of July 15, 1947 (61 Stat. 321, 323): 


[Sec. 5. The functions exercised under title III of the Second War Powers Act, 
1942, as amended (including the amendments to existing law made by such title), 
and the functions exercised under section 6 of such Act of July 2, 1940, as amended, 
shall be excluded from the operation of the Administrative Procedure Act (60 Stat 
237), except as to the requirements of sections 3 and 10 thereof.] 


(8) Act of March 31, 1948 (62 Stat..101, 108): 


[Sec. 16. Functions exercised under this Act shall be excluded from the 
operation of the Administrative Procedure Act except as to the requirements of 
sections 3 and 10 thereof.] 


(9) Act of February 26, 1949 (Public Law 11, 81st Cong.): 


[Sec. 7. The functions exercised under this Act shall be excluded from the 
operation of the Administrative Procedure Act (60 Stat. 237), except as to the 
requirements of section 3 thereof.J 


(10) Act of October 27, 1946 (Public Law 421, 81st Cong.): 


Sc. 3. * * * 

{(i) The functions exercised under authority of this Act shall be excluded from 
the operation of the Administrative Procedure Act (60 Stat. 237) except as to 
the requirements of sections 3 and 10 thereof.J 


(11) Act of September &, 1950 (Public Law 774, 81st Cong.): 


Sec. 709. [The functions exercised under this Act shall be excluded from the 
operation of the Administrative Procedure Act (60 Stat. 237) except as to the 
requirements of section 3 thereof.J = Any rule, regulation, or order, or amend- 
ment thereto, issued under authority of this Act shall be accompanied by 4 
statement that in the formulation thereof there has been consultation with in- 
dustry representatives, including trade association representatives, and that con- 
sideration has been given to their recommendations, or that special circumstances 
have rendered such consultation impracticable or contrary to the interest of the 
national defense, but no such rule, regulation, or order shall be invalid by reason 
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of any subsequent finding by judicial or other authority that such a statement is 
inaccurate. 


(12) Act of January 12, 1951 (Public Law 920, 8ist Cong.): 


[Sec. 305. During the period of such emergency, the functions and duties 
exercised under this Act shall be excluded from the operation of the Adminis- 
trative Procedure Act (60 Stat. 237), except as to the requirements of section 3 
thereof. 

After initial consideration of this bill, the committee directed that 
expressions of views be obtained from the Federal agencies whose 
functions would be affected and subjected to analysis by the com- 
mittee staff. Upon receipt, the views of the agencies, accompanied 
by a staff memorandum, were circulated among the committee 
members. The memorandum, together with the agencies’ views are 
printed hereafter as an appendix to this report. 

After the bill S. 1770 had passed the Senate, in form exactly the 
same as the bill S. 18 here reported, a special committee of the Ameri- 
can Bar Association undertook a restudy of the bill and filed a report 
recommending its approval. Full text of this report follows: 


It will be noted that the majority of the committee, in its recommendation 
No. 2, urges that the section indorse and actively support S. 1770, which, having 
now passed the Senate and having been favorably reported by the House Com- 
mittee on the Judiciary, is presently on the Union Calendar No. 649. The 2d 
session of the 82d Congress, has now adjourned sine die without the enactment of 
S. 1770, and for that reason (barring a special session) it is not technically correct 
to speak of supporting S. 1770. However, the sense of the committee’s recom- 
mendation is clear, and since the committee is widely separated geographically, 
the report is being transmitted in the form in which drafted prior to Congress’ 
adjournment. 

1. The two principal areas in which difficulty has arisen are rule making and 
adjudication. As to rule making, the exceptional cases are already adequately 
covered in section 4 of the APA by the proviso that notice of proposed rule making 
is not required ‘‘in any situation in which the ageney for good cause finds (and 
incorporates the finding and a brief statement of the reasons therefor in the rule 
issued) that notice and public procedure thereon are imvracticable, unnecessary, 
or contrary to the public interest.’”’ Even if, as to a particular agency, most of 
its rules would be subject to the exception, the Committee sees no harm in requir- 
ing the agency to avail itself thereof rather than obtaining a blanket exemption 
from the Act. There is no great inconvenience in attaching a routine clause to 
rules which come within the exception. There may be some rules as to which the 
exception would not properly be applicable. (Why should the safeguards of the 
APA be sacrificed as to them, even if they are few?) The committee finds no 
justification for the plea of general exemption based upon the rule making require- 
ments of the APA. The act provides adequate and practical means of avoiding 
delays in all cases in which public interest would be adversely affected by 
compliance. 

2. As to adjudication, section 5 does not apply, in any case, unless a statute 
requires determination on the record after opportunity for agency hearing, and 
even then many situations are exempt. The adjudicative feature of the APA 
is not a blanket which smothers agency action. Section 5 (b) (1) provides oppor- 
tunity for informal procedures prior to the formal hearings under sections 7 and 8. 
Of course, it is true that when a statute provides for decision on a record after 
agency hearing, the hegring must be conducted as required by the act. But the 
only provisions relative to adjudication in the act which might embarrass the 
effective functioning of any agency are the requirements for special examiners, 
and for separation of functions. As to the former, section 7 (a) provides expressly 
that nothing in the act shall be deemed to supersede the conduct of specified 
classes of proceedings in whole or part by or before boards or other officers specially 
procided for or designated pursuant to statute. If an emergency agency feels 
that it would be a hardship for it to take evidence by the agency itself or one of 
its members, or by examiners appointed under the act, it should seek authority 
in its own governing statute for use of different officers. This, at least, would 
bring to congressional notice the category of persons entrusted with the hearing 
function as to that agency. 
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3. There is no similar exception provided in the act itselff or avoiding the po. 
quirement of separation of functions. So far as the committee understands, on|y 
the Immigration and Naturalization Service finds this requirement burdenson, 
To meet this objection the following addition is offered to the last sentence of 
section 5 (ec): ‘‘nor in cases in which all parties to the hearing expressly waive 
any of the requirements of this paragraph.” If the Immigration and Naturalj 
zation Service finds it expedient to conduct deportation hearings by investigative 
officers, and parties subject to such hearings do not object, the committee ea; 
see no reason why the requirements of section 5 (ce) should be insisted upon. [t 
is not expected that any considerable number of wetbacks would demand hear. 
ings by noninvestigative officers when, in all probability, their period in custody 
would be lengthened as a result. On the other hand, an American citizen rounded 
up with a group of wetbacks and charged with them as being illegally in th, 
United States might be very anxious indeed to have the full protection which the 
law allows. Every person whose vital personal or property rights are subject t 
administrative determination following an administrative hearing ought to have 
the right (unless he expressly waives it) to be heard by an independent officer 
So long as the election remains with the person whose rights are called in ques. 
tion, however, no harm ean easily result from permitting the possibility of hear- 
ings, in special cases, conducted hy investigative or prosecuting officers. It 
seems to the committee that this simple amendment to section 5 (c), as proposed 
would eliminate the only objection of merit to applicability of the adjudicative 
features of the APA to all agencies 

4. Your committee believes that the argument that agencies exempt from thy 
act are nonetheless conducting their operations in accordance with due process 
of law is not an answer to the objection raised to their exemption from the act 
General exemptions suggest that the act is inflexible and sets up a procedur 
which can be applied only to select agencies. This line of reasoning will lead to 
the destruction of the act as the effective charter of administrative practice and 
procedure. Even if other systems are good, we still should strive to bring all 
systems within the single act, to the extent that this is feasible. Let us look in 
one place to find out how, generally, administrative rules will be enacted and 
administrative hearings will be conducted. We can look to specific statutes for 
specific exceptions. They will not break down the purpose and philosophy of 
the APA. But general exceptions, widely tolerated, surely will do so. Further- 
more, emergency agencies may, under existing world tensions, last indefinitely 
into the future. 

5. The committee believes that emergency and other agencies which have sought 
and obtained general exemptions from the APA have failed to analyze the act 
for the purpose of ascertaining specific respects in which their operations might 
seriously be impeded by compliance with the act. We think they should be made 
to do so. This can be accomplished by removing general exemptions and forcing 
the agencies to seek particular exceptions where authorized under the act. To 
this end your committee recommends as follows: 

(1) That section 5 (ce) of the Administrative Procedure Act be amended by 
adding the following clause to the last sentence thereof: ‘‘nor in cases in which 
all parties to the hearing expressly waive any of the requirements of this para- 
graph.”’ 

(2) That the section of administrative law endorse and actively support 8. 
1770, which, having now passed the Senate and having been favorably reported 
by the House Committee on the Judiciary, is presently on the Union Calendar 
No. 649.” 

Wuitney R. Harris, 
Rosert H. Youna, 
Harry J. BREITHAUPT, 
Chairman. 
SEPARATE CONCURRENCE OF LOUIS L. JAFFE 


I am in complete agreement with the general principles expressed in the report 
of the special committee. As indicated in the report the very generous escape 
and exemption provisions in the APA for business requiring dispatch, secrecy, or 
informality will enable even quite extraordinary agencies to function under it. 
It is of first importance as the report points out that the APA be accepted as far 
as possible as a statement of general principles governing administrative organi- 
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zation and procedure. It was to this end that the act itself contained the already- 
mentioned exemption and escape clauses. From this it follows, as the report 
points out, that an agency should not summarily seek total exemption from the 
act. It should be put to the pains of studying very closely its situation in order 
+o arrive at a well-grounded conclusion as to whether or not it can live within the 
quite generous terms of the APA. 

My only question concerning the report arises with respect to the specific char- 
acter of the second recommendation whereby we endorse S. 1770 as it stands 
Though, as I have already indicated, I agree with the general principles stated in 
our report, it seems to me that there may be some agencies which do require total 
exemption and to force such agencies within the mold of the APA would strain 
both them and the APA itself and thus undermine the APA, Whether any of 
the agencies whose exemption is to be repealed by 8S. 1770 is within that category 
ido not know. As chairman of the Subcommittee on Immigration I have studied 
in considerable detail the exemption of the Immigration Service and have con- 
cluded with that committee that the exemption is not justified. But I have not 
had an opportunity to study the other agencies and I therefore hesitate to say 
that none of them requires total exemption. With this qualification I coneur 
with the committee’s report. 

Louts L. JAFFE. 


CONCURRENCE OF HARRY J. BREITHAU PT, JR. 


Because I am on record as opposing the repeal of the provisions of the Defense 
Production Act of 1950, as amended, which excludes the functions exercised under 
that act from the operation of the Administrative Procedure Act (see my report, 
for a unanimous committee, as chairman of the Committee on Emergency Agen- 
cies, dated February 15, 1952), I feel that there is due a word of explanation for 
my concurrence in the majority report of this ad hoc committee. Suffice it to 
say that more mature consideration and the interchange of views of the members 
of this committee have dissuaded me from my earlier position. 

Harry J. BreiTHAvpt, Jr., 
Chairman, 


From the New York County Lawyers’ Association committee on administrative 
law has been received a letter and a memorandum on this subject, as follows: 


Fepruary 13, 1953. 
Hon. WiLttaAM LANGER, 
Chairman, Committee on the Judiciary, 
Senate Office Building, Washington, D, C. 

My Dear Senator LANGER: The officers of the association have requested me, 
as chairman of its committee on administrative law, to transmit to you resolutions 
adopted by the board of directors on a report of my committee. <A copy of that 
report, in which the resolutions adopted are set forth, is enclosed. 

The report and resolutions state, generally, the association’s opposition to legis- 
lation granting to Federal administrative agencies general exemption from the 
provisions of the Federal Administrative Procedure Act, and its view that agencies 
maintaining on sufficient grounds that they should not be subject to particular 
provisions of the Federal Administrative Procedure Act should obtain relief not 
by general exemption but by specific exemption from such particular provisions. 

Specifieally, the second resolution states that the association favors enactment 
by the Congress of legislation similar to 8. 1770 of the 82d Congress. The resolu- 
tion thus supports the enactment of 8. 18 of the 83d Congress, Ist session, which 
was introduced by Senator McCarran after the enclosed report was submitted. 

If hearings are to be held on 8. 18, I should appreciate it if this comnunieation 
and the enclosed report could be made part of the record. If it would be helpful 
to you to have me supplement the report by testimony at any such hearings, I 
should be glad to do so. 

I am sending a like letter to Senator McCarran. 

Respectfully, 
Ropert M. BENJAMIN, 
Chairman, Committee on Administrative Law. 


8. Rept. 111, 83-1——-2 
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New York County Lawyers’ AssociaTION COMMITTEE ON ADMINISTRATIVE 
Law 


REPORT ON GENERAL EXEMPTIONS FROM THE FEDERAL ADMINISTRATIVE PROCEDURE 
ACT 


The committee asks the board of directors to adopt the following resolutions: 

Resolved, That the New York County Lawyers’ Association is opposed to 
legislation granting to Federal administrative agencies general exemption from 
the provisions of the Federal Administrative Procedure Act; and further 

Resolved, That the association favors enactment by the Congress of legislation, 
similar to S. 1770 of the 82d Congress, repealing existing general exemptions from 
the provisions of the Federal Administrative Procedure Act; and further 

Resolved, That the association is of the opinion that a Federal administrative 
agency maintaining on sufficient giounds that it should not be subject to a 
pa.ticular provision or provisions of the Federal Administrative Proceduie Act 
should obtain relief not by general exemption but by specific exemption from 
such particular provision or provisions. 

The question of the propriety of general exemptions from the provisions of the 
Federal Administrative Procedure Act was raised by the introduction by Senator 
McCarran in the 82d Congiess of 8S. 1770. That bill passed the Senate but not 
the House of Representatives. During its pendency it was the subject of detailed 
consideration by the bar. The principal arguments both ways may be stated 
briefly. It is argued in favor of che bill that the Federal Administrative Procedure 
Act sets forth general standards of rulemaking and adjudication which should be 
applied generally; that in itself it contains escape clauses adequate to take care 
of emergency and other special situations; that the original exemption of emer- 
gency agencies in existence at the time of its adoption in 1946 was made because 
the life of those agencies was about to expire; and that to grant general exemptions 
now to particular agencies is to undermine the standing and effectiveness of the 
act asa whole. It is argued against the bill that, especially with regard to existing 
emergency agencies, the Federal Administrative Procedure Act is essentially 
inappropriate; that the escape clauses provided in the act are not sufficient to 
meet the particular problems of some agencies; that, even where the escape clauses 
are sufficient, widespread and constant recourse to such escape clauses will lead 
to charges of evasion; that the application of the Administrative Procedure Act 
to fields where it is thought to be inappropriate will tend to bring the act into 
disrepute; and that generally the agencies which have been exempt from its 
operation have adopted alternative procedures which are fair and satisfactory 

We recognize that there is substantial force in the arguments against 8. 1770 
thus stated, but we do not accept the conclusion drawn from those arguments. 
The right conclusion is, we believe, that the existing general exemptions should be 
repealed and no further general exemptions enacted, and that, where the existing 
escape clauses of the act are thought by an agency to offer an inadequate answer 
to its particular problem, the agency should meet its problem by seeking exemp- 
tion from specific provisions of the Administrative Procedure Act shown to be 
properly inapplicable in its particular field rather than general exemption from 
the entire act. This will meet the legitimate requirements of all agencies without 
detracting from the standing of the act as the general charter of Federal adminis- 
trative procedure. 

Respectfully submitted. 

Rosert M. Bensamin, Chairman. 


APPENDIX 
Juty 27, 1951. 
Memorandum re §. 1770. 

At the committee meeting held on July 24, 1951, further consideration of 8. 
1770 was deferred for a period of 2 weeks, in order to afford the members of the 
committee an opportunity to study the several letters from various Federal 
agencies expressing the views of said agencies regarding the anticipated effect of 
S. 1770, if enacted. In this connection, the undersigned staff member was 
requested to prepare a memorandum summarizing his statement before the com- 
mittee concerning said letters, which is here submitted. 

At the outset is should be noted that, upon the advice of the committee counsel, 
& proposed amendmem has been prepared which would delete subsection (10) 
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of section 2 (a) of the bill, dealing with the exemption of proceedings relating to 
-xclusion or expulsion of aliens conducted by the Immigration and Naturaliza- 

n Service of the Department of Justice. This matter is being dealt with, more 

properly, in S$. 716, an omnibus bill to revise the immigration and nationality laws, 
ch is also pending before the committee. Such amendment of 8. 1770 effec- 
ely meets the suggestion of the Deputy Attorney General in the Department 

Justice letter, which letter is generally addressed to a discussion of subsection 

10) of section 2 (a) of S. 1770.) 

Generally, the several agency letters present an argument that compliance 
with Administrative Procedure Act requirements, as would be necessitated by 
enactment of S. 1770, would result in such time-consuming delays as to seriously 
hamper the agency operations under the statutory functions affected by 8. 1770, 
which are now exempted in varying degree from said requirements. 

This argument was anticipated, and it was expressly stated, at the time the 
agencies were requested to state their views on S. 1770, that the committee desired 
information concerning the possible utilization of the exceptions basically provided 
in the Administrative Procedure Act, to meet the exigencies of emergency situa- 
tions, in place of the express exemptions from the act which would be repealed 
by enactment of 8.1770. Generally, again, it does not appear from the agencies’ 
responses that there has been any real attempt to proceed from their basic argu- 
ment and meet this point with comprehensive discussion. 

The Administrative Procedure Act was designed with cognizance of emergency 
situations and, therefore, provides various exceptions and exemptions from its 
specified procedures when a certain functional operation or exigency requires 
expeditious process. For instance, section 4 of this act, dealing with rulemaking 
procedure (with which most of the agencies are primarily concerned in assuming, 
arguendo, enactment of S. 1770), provides at the outset that the procedural re- 
quirements shall not apply to those matters involving ‘any military, naval, or 
foreign affairs function of the United States.”’ Further, subsection 4 (a), relat- 
ing to notice of proposed rulemaking, provides that said subsection shall not 
apply ‘** * * in any situation in which the agency for good cause finds (and 
incorporates the finding and a brief statement of the reasons therefor in the rules 
issued) that notice and public procedure thereon are impracticable, unnecessary, 
or contrary to the public interest.’’ Continuing in section 4, subsection 4 (c), 
requiring publication of a rule 30 days prior to its effective date, contains an 
exception thereto where the agency provides otherwise “upon good cause found 
and published with the rule.” 

In addition to the various exceptions and exemptions provided within the 
Administrative Procedure Act, that act also contains certain limitations which 
restrict its application. This is succinctly observed in the memorandum prepared 
by Mr. Hale, Assistant Solicitor of the Department of Commerce, with reference 
being made to the Defense Production Act of 1950 and the Export Control Act 
of 1949, as follows: 

“At the outset it should be noted that repeal of the exceptions would not affect 
the Department’s operations under these two acts insofar as sections 5, 7, 8, 10, 
and 11 of the Administrative Procedure Act are concerned. 

“Section 5, Adjudication, would not apply because it is limited to cases of 
adjudication required by statute to be made on the record after opportunity for 
an agency hearing. Neither of the two acts contains such a requirement. 

“Section 7, Hearings, section 8, Decisions, and section 11, Examiners, would 
not apply because they are limited to cases where hearings are required by statute. 
Neither of the two acts requires hearings. 

“Section 10, Judicial Review, would not apply because it contains an exception 
for cases where agency action is by law committed to agency discretion. The 
authority to regulate exports under the Export Control Act of 1949 and the 
authority to allocate and to take other action under the Defense Production Act 
of 1950 are committed by those statutes to the President’s discretion.” 

The Secretary of Commerce, in his letter, has gone beyond the basie argument 
of the agencies in opposition to enactment of S. 1770, and has made a point con- 
cerning possible misconstruction of the purpose underlving the (assumed) repeal 
of the express exemptions through enactment of 8. 1770. 

This point, as amplified by Mr. Hale in conference, is that (1) the act vests 
certain discretion in the agencies to invoke exemptions provided in the act; 
(2) Congress subsequently provided ‘blanket exemptions,’’ more or less, for 
certain statutory functions committed to those agencies; (3) repeal of the “blanket 
exemptions”? may serve to prejudice, in any future judicial review of an ageney’s 
action to invoke an exemption under the basic act, interpretation of the legislative 
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intent regarding use of the discretionary exemptions from the requirements of 
the act. To meet this point, proposed amendments to the bill and the proposed 
committee report have been drafted (and are attached hereto) for the purpose of 
avoiding such possible misinterpretation. The proposed amendment (addit 

to the report would expressly state an intention to simply reinstate the orivinaj 
form and application of the Administrative Procedure Act, as though the “‘blanket 
exem’ tions’’ had never been granted. 

With regard to the deficiency of the agency letters in failing to point up specifie 
examples of anticipated disadvantageous results to agency operations if S. 1770 
is enacted, as averred hereinabove, attention is directed to the Office of Price 
Stabilization letter. Therein Mr. DiSalle has summarized, by way of example, 
several situations encountered by OPS in which expeditious action has served 
admirably to dispose of matters ‘‘where a 30-day delay would have interfered 
with necessary production and distribution of items important to military and 
civilian needs or would have perpetuated a hardship situation and impeded 
normal operations of industry.’”’ This statement quoted from Mr. DiSalle’s 
letter has reference to the rulemaking procedural requirements section of 
the act; the statement prompts agreement but it also prompts the suggestion 
that in such situations as Mr. DiSalle described the basie exemptions in section 
4 could properly be invoked to negate the delay inherent in meeting the require- 
ments of that section. 

By its own terms the Administrative Procedure Act is not intended to apply 
in circumstances of emergency. With particular reference again to section 4 of 
the act, it only requires in these circumstances that the agency shall incorporate 
in the rule a finding of good cause, and the reasons therefor, ‘‘that notice and 
publie procedure thereon are impracticable, unnecessary, or contrary to the public 
interest.’ None of the agency letters set forth any substantial hardship in meet- 
ing such requirement, however. The Senate report on the Administrative 
Procedure Act verifies an intent to require only the exercise of reasonable discre- 
tion by the agencies in waiving requirements of the act for good cause shown, 
and it would seem, therefore, that the requirement of making a finding to support 
such waiver raises no substantial impediment to expeditious action, where such 
is necessary. (See S. Rept. No. 752, 79th Cong., Ist sess. (1945); S. Doe. 248, 
79th Cong., 2d sess., pp. 199-201.) 

Minor statements in two agency letters are in error, and may be removed 
from consideration. In the letter from the Office of the Housing Expediter it is 
pointed out, on page 2 thereof, that pending legislation contemplates making 
said Office a part of the Economic Stabilization Agency. Thereby the functions 
under the Housing and Rent Act of 1947 (the exemption of which would be 
repealed by subsee. 2 (a) (4) and (5) of S. 1770) would be administered by the 
latter Agency. At page 4 of the said letter it is asserted that repeal of the exemp- 
tion in the Housing and Rent Act of 1947 would result in inconsistency, since 
the ESA operates under the Defense Production Act of 1950, which is exempted 
from the Administrative Procedure Act by section 709, Public Law 774, 81st 
Congress. However, the asserted inconsistency is not real, since the latter 
exemption would also be repealed by subsection 2 (a) (9) of S. 1770. 

Furthermore, at page 2 of the Defense Transport Administration letter there 
is some speculation concerning subjection of Defense Production Act functions 
to the requirements of sections 5, 7, and 8 of the Administrative Procedure Act, 
through repeal of the exemption in the former act. However, even in the event 
of said repeal, sections 5, 7, and 8 are inapplicable to Defense Production Act 
functions, which are bevond the limitations stated in those sections, as pointed 
out at page 2 of Mr. Hale’s memorandum (enclosed with the letter of the Secre- 
tary of Commerce), and in the letter of the Wage Stabilization Board. 

In summary, it is submitted that the agencies’ responses do not contain real 
support for the general argument of hardship stated therein, since they make no 
substantial showing that the terms of the Administrative Procedure Act, standing 
alone, do not provide adequately for meeting special or emergency situations 
without imposing hardship. At least it may be said that the agency responses 
fall short of meeting the basic proposition of whether real hardship would result 
if the general exemptions from the act were to be eliminated by enactment of 
8. 1770, particularly in view of the limited application of the act to the functions 
with which the agencies are here concerned. Such observations are made without 
reference to the letter of the Deputy Attorney General, since amendment of the 
bill now proposed accords with the suggestion in his letter by removing that 
provision of 8. 1770 with which he is concerned. 

L. Ciatr NELSON, 
Member, Professional Staff, Senate Judiciary Committee. 
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> Juty 27, 1951. 
ilon. Hartey M. KiLcore, 
United States Senate, Washington, D. C. 


My Dear Senator: At the last meeting of the committee, held on July 24, the 
committee had before it for consideration S. 1770, a bill to amend the Admunis- 
trative Procedure Act and to eliminate certain exemptions therefrom. Previ- 
ously, following initial consideration of this bill at the meeting of July 9, expres- 
sions of views regarding this bill had been requested from the Federal agencies, 
whose functions would be affected by enactment of S. 1770. The several agencies 
concerned submitted written responses to that request, which were generally 
discussed at the recent meeting, and it was then requested by members of the 
committee that further consideration of S. 1770 be deferred for 2 weeks to afford 
an opportunity for individual study of the agencies’ views, 

Transmitted herewith, therefore, are copies of the letters received from various 
Federal agencies regarding 8. 1770, a copy of the public law embodying the 
Administrative Procedure Act, a copy of the committee print report prepared to 
accompany S. 1770, a copy of the memorandum regarding the agency letters 
prepared by L, Clair Nelson, member of the professional staff, and copies of 
nemorandums containing proposed amendments to the bill and to the report. 

Kindest personal regards. 

Sincerely, 
Par McCarran, Chairman, 


ee 


OFFICE oF THE Hovsina EXPEDITER, 
Washington, D. C., July 16, 1951 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator McCarran: This is in response to your letter of July 9, to 
which you attached a confidential committee print dated July 7, 1951, of S. 1770. 
Your letter states that to facilitate the work of the committee on this bill it is 
requested that we submit our views regarding the anticipated effect of section 2 (a) 
(1), (2), (4), and (5) of tne bill, if enacted, upon the operations of the Office of the 
Housing Expediter under the laws affected bv said provisions of the bill. 

Section 2 (a) of 8. 1770 provides that all laws or parts of laws enacted prior to 
the date of the approval of S. 1770, which granted exemption from the provisions 
of the Administrative Procedure Act, are repealed and specifically repealed are 
section 210 of the Housing and Rent Act of 1947 and section 301 of the Housing 
and Rent Act of 1948. As you know, the Housing and Rent Act of 1947, as amend- 
ed, is the basic law under which the Office of the Housing Expediter now operates. 
Sections 210 and 301 have the effect of exempting the operations of this Office 
from all of the Administrative Procedure Act except section 3 and the effect, there- 
fore, of S. 1770 would be to eliminate this exemption. 

It is the considered opinion of this agency that to eliminate this exemption 
would seriously hamper the operations of this Office under the functions of the 
Housing and Rent Act of 1947, as amended. It would critically damage the 
efficiency of this agency in its efforts to combat inflation, and, if enacted in its 
present form, S. 1770 would require substantial revision of the Housing and Rent 
Act of 1947, as amended, 

The legislative history of the Administrative Procedure Act indicates that one 
of the basic purposes of the act was to provide for the publication of information, 
rules, opinions, orders, and public records and other materials concerning the 
organization and functions of Government agencies so that the public would 
be properly informed. These requirements are set out in section 3 of the Adminis- 
trative Procedure Act and under the present exemption under which this Office 
operates, there is no exemption from these requirements. This agency has, 
therefore, compiled and is complying, with the requirements in section 3, among 
other things, by publications in the Federal Register, by press releases, by special 
collations of the regulations and laws, etc. 

As you know, under legislation which the Senate has already passed (S. 1717) 
and under legislation now being considered in the House (H. R. 3871) if enacted 
into law, the Office of the Housing Expediter will become a part of the Economic 
Stabilization Agency and a part of the general defense mobilization effort. In 
compliance with a request of the Office of Defense Mobilization, we are in the 
process of preparing for publication, in abstract form, all OHE orders, regulations, 
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delegations, and forms in effect. In cooperation with the Director of the Federa] 
Register, Division of National Archives and Records Services, a periodical is to 
be published as soon 4s possible which lists in a single place in abstract form, al] 
orders, regulations, delegations, and forms issued by all agencies of the Govern- 
ment under the powers of the Defense Production Act, together with pertinent 
information as to responsible organizational units, reports filing dates, ete. Every 
effort, thus, is currently being made to make available to the public as much 
pertinent information as is possible. 

Another basic purpose of the Administrative Procedure Act pertains to the 
issuance of regulations (rulemaking), adjudication, hearings, and review of 
agency action. It would appear from the legislative history that the intentior 
of the Congress in enacting the Administrative Procedure Act was to provide 
machinery in detail, covering in many instances extended periods of time, more 
particularly for permanent agencies rather than for temporary emergency agencies 
such as the Office of the Housing Expediter. House Report 1980, May 3, 1946 
79th Congress, states, among other things, that in the various hearings held 
over a period of years on bills culminating in the Administrative Procedure Act 
some 35 Government agencies were consulted and submitted oral or written 
statements; these agencies were all permanent agencies as distinguished from 
temporary emergency agencies. They included such agencies as the Depart- 
ment of Agriculture, Department of Justice, Civil Service Commission, Federal] 
Reserve System, Federal Security Ageneyv, Federal Trade Commission, Depart 
ment of Labor, Federal Communications Commission, Treasury Department, and 
similar agencies (p. 1201, 1946 U. S. Code Congressional Service). In addition 
section 2 (a) of the Administrative Procedure Act exempts functions which b 
law expire on the termination of present hostilities or within a fixed period there- 
after, or before July 1, 1947, and at the time of enactment specifically exempted 
the Selective Training and Service Act of 1940, Contract Settlement Act of 
1944, and the Surplus Property Act of 1944, 

The major function of this agency is the administration of Federal rent control, 
a function which was previously administered under the Emergency Price Contro| 
Act of 1942. This act was exempted from the Administrative Procedure Act 
under the specific terms of section 2 (a) since it expired prior to July 1, 1917 
and the Housing and Rent Act of 1947 was exempted by specific language in that 
act. The conference report on the Housing and Rent Act of 1947 states the fol- 
lowing in reference to the Administrative Procedure Act: ‘‘The House bill con- 
tained no exemption of functions from the Administrative Procedure Act. The 
Senate amendment contains a provision exempting from that act functions under 
the Emergency Price Control Act of 1942, as amended. Functions under the 
latter act are now exempt from the Administrative Procedure Act. Since the 
conference agreement does not provide for extension of the rent provisions of the 
Emergency Price Control Act, the conference agreement on this amendment 
provides for exempting from the Administrative Procedure Act the functions 
conferred by the legislation here proposed. This exemption is made because 
the functions are temporary” (pp. 13-14, H. Repts. 591, 80th Cong., June 13, 1947; 
p. 1242, 1947 U. 8S. Code Congressional Service). 

That the Housing and Rent Act of 1947 was intended to be, and is, a temporary 
measure can be readily seen by the amendatory acts exte nding it. The original 
act, approved June 30, 1947 (Public Law 129, 80th Cong.), authorized the fune- 
tions under that act for a period of 8 months to February 29, 1948; this authority 
was subsequently extended for a period of 1 month to March 31, 1948, by Public 
Law 422, 80th Congress; for a period of 1 year to March 31, 1949, by Public Law 
464, 80th Congress; for a period of 15 months to June 30, 1950, by Publie Law 31, 
8ist Congress; certain portions for 12 months to June 30, 1 51, by Public Law 
574, 8ist Congress; certain portions for a period of 3 months to March 31, 195], 
by Public Law 880, 8Ist Congress; certain portions for an additional 3 months 
to June 30, 1951, by Publie Law 8, 82d Congress; for a period of 1 month to 
July 31, 1951, oF Public Law 69, 82d Congress. As adopted by the Senate on 
June 28, 1951, 1717 extends the functions under the Housing and Rent Act for 
a period of 7 aaa to February 29, 1952. H. R. 3871 in the House, if enacted 
in its present form, would extend the authority for 11 months to June 30, 1952. 
It is submitted that this is not the type of agency functions contemplated by the 
Administrative Procedure Act. In addition, it should be pointed out that many 
of the provisions of the Administrative Procedure Act would be inapplicable to a 
temporary emergency ageney such as the Office of the Housing Expediter. For 
example, for certain types of rules or regulations, a rulemaking procedure is set 
up under section 4, one of the requirements of which is that notice be given to all 
affected parties, that hearings be had and that publication of the rule must be 
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made not less than 30 days prior to its effective date. The type of hearing 
equired, both in the rulemaking proce: s and in adjudication and hearings subse- 
juent, could well extend final action beyond the expiration date of the Housing 
nd Rent Act and nullify completely the functions provided by Congress in that 
et. It is common knowledge, of course, that certain types of hearings before 
yme of the permanent agencies have taken years before definitive administrative 

‘tion was possible. 

We believe that it should be pointed out too, that the particular nature of the 

inetions of emergency rent control has been recognized by the Congress so that 

has set up in detail in the Housing and Rent Act, procedure for control, recon- 
decontrol, establishment of maximum rents, rent advisory boards, local 

tions, evictions, and for review thereon. We enclose for your information a 

lation of the Housing and Rent Act of 1947, as amended, prepared by this 
Of ce and available in the Office of the Superintendent of Documents, together 
with amendatory laws thereto and call your attention particularly to pages 11 to 
33. Under these provisions, for example, procedures have been set up by this 
Agency for appeals by both tenants and landlords and we also enclose a copy of 
the pertinent regulations issued by this Office pertaining thereto. In addition, 
you will note that local rent advisory boards and representative groups of tenants 
or landlords have rights of petition and hearing, that provisions are made for 
appeals to the Emergency Court of Appeals with detailed times set forth for fil- 
ing of various documents and records, and provisions are made for action by local 
communities based upon action of the State, or of the loeal city, town, village, or 
county, with specific procedures set out for action by the Office of the Housing 
Expediter. In addition, the act deals with such details as venue of courts, juris- 
diction of persons and actions, subpenas, administration of oaths, production of 
documents and the like. The elimination of the present exemption of the Hous- 
ing and Rent Act of 1947, as amended, would re quire substantial revision of these 
provis ions, a procedure not contemplated by the Congress in either 8S. 1717 which 
the Senate adopted on June 28, or H. R. 3871 now pending in the House 

It should be pointed out a'so that the Economic Stabilization Agency, which 
operates under the Defense Production Act of 1950, is also exempted from the 
Administrative Procedure Act (by sec. 709, Public Law 774, 8lst Cong.). As 
mentioned above, 8. 1717 as passed by the Senate, and H. R. 3871, now pending 
in the House, both direct that the functions under the Housing and Rent Act of 
1947 be administered by the Economic Stabilization Agency. An obvious in- 
consistency would result, therefore, if the present exemption in the Housing and 
Rent Act were eliminated. 

For the foregoing reasons, it is submitted that the elimination of the present 

exemption of the Housing and Rent Act of 1947, as amended, as contained in 
section 210 of the Housing and Rent Act of 1947 and section 301 of the Housing 
and Rent Act of 1948, would not be for the best national interests during this 
period of emergency and we, therefore, respectfully request that it not be 
eliminated. 
S. 1770 also provides, in section 2 (a) (1) and (2), for the elimination of the 
exemption for the Veterans Emergeney Housing Act of 1946. This act expired 
on December 31, 1947; however, this Agency is charged with the enforcement of 
violations which have occurred under that act. Some of such enforcement 
actions are now pending. It would seem inadvisable at this period, therefore, to 
remove the exemption for the Veterans Emergency Housing Act of 1946. 

We shall, of course, be pleased to submit any additional information you may 
request. 

Sincerely yours, 
Ep. Duprer, General Counsel. 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., July 12, 1951. 
Hon. Par McCarRAn, 
Chairman, Senate Judiciary Committee, 
United States Senate. 

Dear Senator McCarran: Mr. Clair Nelson of the staff of your committee 
has asked the Department of Agriculture for its views on the bill to amend the 
Administrative Procedure Act and eliminate certain exemptions heretofore made. 
The bill is known as S. 1770. An expression of our views will be confined to the 
bill as it affects the programs of this Department. 

The affected programs of the Department are the on Control Extension 
Act of 1947, title III of the Second War Powers Act, the Export Control Act of 
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1949, the ge Wheat Agreement Act of 1949, and the Defense Prod), 

Act of 1950. These programs are now exempt from the operation of the Admir 
trative Seidl Act by virtue of specific provisions of substantive legisiat 
except that section 3 of the act is applicable to all programs and section 10 j 
applicable to the first 2 programs mentioned above. These two sections of is 
Administrative Procedure Act relate respectively to publication and judic; 
review of administrative action. 

The Sugar Control Extension Act of 1947 has expired by its own terms, T 
program of the Department under title III of the Second War Powers Ae: 
confined to restrictions on the importation of fats and oils and rice and 
products under an extension of the act by Public Law 590, 81st Congress, and 
Public Law 69, 82d Congress. The Export Control Act of 1949 is administer 
by the Department of Commerce. The Department of Agriculture is vitally 
interested, however, insofar as agricultural commodities are affected. The | 
partment of Agriculture is authorized to regulate imports and exports of w! 
under the International Wheat Agreement Act of 1949 when necessary to eff 
at the purposes of that act. The Department also exercises important fune! 
under the Defense Production Act of 1950 with respect to food, including alloc: 
tion, priorities, and requisitioning. 

The departmental programs under all of these statutes, except the Internati 
Wheat Agreement Act of 1949, are of such a nature as to require expeditiou 
emergency action of the promotion of the national defense and frequently invol) 
the military needs of the Nation. The Administrative Procedure Act itself con- 
tains substantial exemptions therefrom of administrative functions related to t! 
national defense. The reasons for exemptions are just as compelling today as 
they were at that time. The application of the meticulous procedural require 
ments of the Administrative Procedure Act to programs of this nature ean o 
be productive of serious delay in the inauguration of the programs and consequent 
impairment of mobilization for defense. 

The functions under the Wheat Agreement Act of 1949 are internationa 
nature, and may involve emergency action for the achievement of the purpos: 
of the agreement. For example, the case may arise when any delay in imposing 
export or import restrictions may make it possible for such a diversion of wheat 
to nonagreement countries as to impair the ability of this Nation to carry out 
its obligations under the agreement. 

Sincerely yours, 
W. Carroiti Hunter, Solicitor 


Tue SecRETARY OF COMMERCE, 
Washington 25, D. C., July 16, 1951. 
Hon. Pat McCarRAN, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington 25, D. C. 


Dear Mr. CHAIRMAN: In accordance with the request from your committee 
staff for the views of this Department concerning 8S. 1770, a bill to amend the 
Administrative Procedure Act, and eliminate certain exemptions therefrom; we 
have reviewed the effect of the bill upon the Department’s activities under the 
Export Control Act of 1949 and the Defense Production Act of 1950. Enclosed 
is a copy of a memorandum from the Solicitor’s office reporting on the matter. 

In the light of the considerations set forth in this memorandum, I recommend 
that the exceptions for the Export Control Act and the Defense Production Act 
should not be repealed. Most of the provisions in the act would not be applicable 
even with the repeal; to this extent the repeal would be unnecessary. 

The chief effect which this repeal would have upon the activities of this Depart- 
ment would be to cast doubts upon the rule-making activities of the Office of Inter- 
national Trade and the National Production Authority under section 4 of the 
Administrative Procedure Act. 

In my judgment the regulations and orders of these agencies are so intimately 
related to the foreign policy and national security of the country that they should 
be excepted from the Administrative Procedure Act; and for the most part they 
would be excepted under provisions of section 4 excluding military, naval, and 
foreign-affairs functions, even if the present exception from the act were repealed. 
For example, stopping shipments to Communist China and regulating shipments 
to the Soviet bloc and to other destinations from which transshipments might be 
made, are, in my judgment, military and foreign-affairs functions. The same is 
true of allocations of materials to the military, to defense-supporting industries, 
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i to friendly foreign nations under the mutual defense-assistance program and 
other similar programs. 

Under section 4 the requirement of public notice may be waived where it is 

racticable or contrary to the public interest, and the requirement of a 30-day 
aiting period may be waived for good cause. ; 

If the present exceptions were repealed, the Office of International Trade and 

National Production Authority would, in my judgment, be required in the 
terest of national security to take advantage of these exceptions in the majority 
f cases. I should regret this, because it would appear contrary to the purpose 
{ intent of the repeal of the exceptions, even though it would be following the 
riginal provisions of the Administrative Procedure Act. In addition to this 
unfortunate result, there is the possibility that much litigation might result, as 
to the effect of the repeal on the exceptions for military and foreign-affairs fune- 
tions. Such litigation might prove a serious handicap to the effectiveness of our 
export control and allocations activities. 

it would seem far better, in the case of these two temporary statutes, so inti- 
mately related to foreign policy and national security, to continue the present 
policy of providing specific exceptions for functions under them. 

I am in complete sympathy with the basic objectives of the Administrative 
Procedure Act. In my administration of the Department of Commerce generally, 
and in particular in my administration of the regulatory authority delegated to 
me under the Voluntary Agreements Act of 1947, the Export Control Act, and 
the Defense Production Act, I have always kept in mind the need for giving the 
maximum consideration to the needs and interests of the individuals, businesses, 
and industries affected by our actions consistent with the urgency of the situation 
at hand. Without consultation with the persons affected by orders and regula- 
tions, and without an opportunity for them to present their views on the proposed 
action, ill-considered and ineffective orders and regulations are likely to result, 
which may do more harm than good. 

But, as you are aware, and as the Administrative Procedure Act specifically 
recognizes, matters which involve foreign policy and the national security must 
at times be handled without all the formal procedural steps which peacetime 
activities require. Even in these matters, consultation with the persons affected 
is desirable, but a more limited and less public form of consultation is appro- 
priate. 

The Office of International Trade and the National Production Authority have 
been very active in consulting the industries affected by their regulations, through 
the industry advisory committees established in those agencies, as provided under 
the Export Control Act and the Defense Production Act, and through consulta- 
tion with trade associations and individual businessmen. On the basis of my 
experience under the voluntary agreement program in 1948 and 1949, and under 
the Export Control Act and the Defense Production Act, it is my conviction that 
such consultations provide an effective means of assuring, and they have in fact 
assured, the essentials of due process to the industries affected by the orders and 
regulations of the Office of International Trade and the National Production 
Authority. 

In view of the request that these comments be submitted by July 16, 1951, we 
have not been able to obtain the advice of the Bureau of the Budget on the relation 
of 8. 1770 to the program of the President. 

Sincerely yours, 
CHARLES SAWYER, 
Secretary of Commerce. 


MEMORANDUM 
Jury 16, 1951. 
To: Secretary. 
From: Matthew Hale, Assistant Solicitor. 
Subject: S. 1770. 

The Senate Committee on the Judiciary has requested the views of this Depart- 
ment concerning S. 1770, a bill to amend the Administrative Procedure Act, and 
eliminate certain exceptions therefrom. 

The bill would eliminate the exceptions from the Administrative Procedure 
Act which have previously been made by the Congress with respect to activities 
under a number of statutes. Of the statutes so amended, this Department is 
now exercising authority under two, the Defense Production Act of 1950, and 
the Export Control Act of 1949 (the provision in sec. 5 of the Second Decontrol 
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Act of 1947 which the bill would repeal is no longer applicable so far as thi 
tions under sec. 6 of the act of July 2, 1940, as amended, are concerned, beeays 
that act has been superseded by the Export Control Act of 1949). Conseq, 
these comments, which have been prepared on the basis of information furnished 
by the Office of International Trade and the National Production Authority jj! 
be limited to the effect of the bill upon this Department’s activities under ¢} 
two acts. 

These exceptions from the Administrative Procedure Act were made after carefy| 
congressional consideration. In the case of the Export Control Act of 1949, there 
was discussion of the need for the exception in the hearings on 8. 548 (hearing of 
the Senate Banking and Currency Committee on 8. 548, Slst Cong., Ist sess pp. 
182-184, 199-201). The report of the committee specifically reviewed the maiter 
and expressed the committee’s reasons for granting the exception (S. Rept. No. 
30 to accompany S. 548, 81st Cong., Ist sess.). In the House of Representatives, 
a motion was made to eliminate the exception, which was rejected (Congressiona! 
Record, Feb. 17, 1949). The reports of the House and Senate Banking and 
Currency Committees on the Defense Production Act specifically pointed out 
the proposed exceptions from the Administrative Procedure Act (H. Rept. No 
2759, to accompany H. R. 9176; 8. Rept. No. 2250, to accompany S. 3936; Slst 
Cong., 2d sess.). 

The Department’s activities under these two acts are now subject to section 3 
of the Administrative Procedure Act, relating to public information. The bill 
would make no change in this requirement. 

At the outset it should be noted thet repeel of the exceptions would not affect 
the Depertment’s operz.tions under these two acts insofar as sections 5, 7, 8, 10, 
and 11 of the Administrative Procedure Act are concerned. 

Section 5, Adjudication, would not epply because it is limited to cases of adjudi- 
cation required by stetute to be made on the record after opportunity for an 
agency hearing. Neither of the two acts conteins such a requirement. 

Section 7, Hearings, section 8, Decisions, and section 11, Examiners, would not 
apply beceuse they are limited to cases where hearings are required by statute. 
Neither of the two acts requires hearings. 

Section 10, Judicial Review, would not apply because it contains an exception 
for ceases where agency action is by law committed to agency discretion. The 
authority to regulete exports under the Export Control Act of 1949 and the 
authority to allocate and to take other action under the Defense Production Act 
of 1950 are committed by those statutes to the President’s discretion. 

Sections 6 end 9 would be mede applicable to the Depertment’s operations 
under these acts. In the actual operetions of the Department, however, no 
chenge would be made, bece.use it appears thet every requirement of those sec- 
tions is already complied with. Many of these provisions restate existing law 
(Attorney Generel’s Manuel on the Administrative Procedure Act, pp. 61-70, 
88-92). The right of a person compelled to appear before the OIT or the NPA 
to represente.tion by counsel is recognized, as is the privilege of obtaining copies of 
transcripts of testimony in complie.nce proceedings and appeals, except, of course, 
that copies of documents containing information classified from the point of view 
of military security are not made available; no sanctions or orders are issued, 
and no reports are required or investigations are made, except to the extent auth- 
orized by statute and by delegation thereunder; and, unless downward adjustments 
of allocations of materials previously granted, because of changing conditions, 
are considered revocetions of licenses, it can be said that licenses are not revoked 
without giving due notice and an opportunity to be heard. 

The effect of the repeal of the exception from section 4 is not clear. The 
repeal! might accomplish nothing; it might make it impossible to carry out the 
Department’s functions under these acts; or it might result in such uncert»inty 
and litizetion that the achievement of objectives of the acts might be seriously 
hampered. 

Section 4 requires advance notice of rulemaking, by publication in the Federal 
Register, with an opportunity to the public to make comments, and a 30-day 
waiting period before orders and regulations become effective. 

There are two kinds of exceptions: First, all military, naval, or foreign-affairs 
functions are excepted from the entire section; second, the advance notice may be 
waived if “impracticable, unnecessary, or contrary to the public interest,”’ and 
the 30-day waiting period may be waived “upon good cause found and published 
with the rule.” 

Both the Export Control Act of 1949 and the Defense Production Act of 1950 
involve, to a very considerable extent, military, naval, and foreign-affairs func- 
tions. 
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EXPORT CONTROL ACT OF 1949 


«* * * the quantity of United States exports and their distribution among 
importing countries * * * have an important bearing upon the fulfillment of 
the foreign policy of the United States”’ (sec. 1 (a)). 

«* * * the unrestricted export of materials without regard to their potential 
military significance may affect the national security” (sec. 1 (b)). 

“See. 2. The Congress hereby declares that it is the policy of the United States 
to use export controls to the extent necessary * * * (b) to further the foreign 
policy of the United States and to aid in fulfilling its international responsibilities; 
and (c) to exercise the necessary vigilance over exports from the standpoint of 
their significance to the national security.” 


DEFENSE PRODUCTION ACT OF 1950 


“Tt is the intention of the Congress that the President shall use the powers 
conferred by this act to promote the national defense, by meeting promptly and 
effectively, the requirements of military programs in support of our national 
security and foreign policy objectives * * *.” 

For example, the determination of what materials, if any, may be permitted 
to go to Communist. China or the Soviet bloc or to other destinations from which 
they might be transshipped, and the allocation of materials to military orders, to 
defense-supporting industries and to the mutual defense assistance program and 
similar objectives, clearly involve military and foreign-affairs functions. The ap- 
propriateness of an exception from the Administrative Procedure Act on this 
basis in the case of the Export Control Act was recognized by the Senate Com- 
mittee on Banking and Currency in its report on 8. 548: 

“By section 7, provision is made that section 3 alone (the public information 
requirement) of the Administrative Procedure Act shall be applicable to the ex- 
port-control program in view of the temporary character of this legislation and 
its intimate relation to foreign policy and national security” (S. Rept. No. 31, to 
accompany S. 548, 81st Cong., Ist sess.). 

Accordingly, even if this exception were repealed, it appears probable that most, 
if not all, of the Department’s activities under the Export Control Act of 1949 
and the Defense Production Act of 1950 would be relieved from the require- 
ments of section 4 by reason of the provision for military, naval, and foreign- 
affairs functions. 

The second class of exceptions from section 4 covers those cases where notice and 
public procedure are “impracticable, unnecessary, or contrary to the public 
interest”? or where there is ‘“‘good cause’’ to waive the 30-day waiting period. The 
effect of the proposed bill on the operations of this Department would also depend 
on the extent to which use was made of these exceptions. 

More than 40,000 applications for controlled-materials allotments for the third 
quarter were received under the NPA controlled-materials plan: 18,000 to 20,000 
export-license applications are received each week by the Office of International 
Trade. ‘These applications could not practicably be subjected to the public- 
notice requirements and the 30-day waiting period. In any event, it appears 
that these actions would be exempted from section 4 on the ground that they 
constitute “licenses’”’ rather than “rules.” 

Most of the orders and regulations of general applicability issued by OIT and 
NPA, however, would be classed as “rules’’ under the Administrative Procedure 
Act. As indicated above, these regulations involve military, naval, or foreign- 
affairs functions to a greater or lesser extent. Most of them must of necessity be 
issued without any 30-day waiting period. Such a delay in the issuance of an 
export control regulation would in most cases defeat the purpose of the regulation. 
A foreign purchaser, whether in a friendly nation or in an unfriendly nation, might 
well acquire a 2- or 3-year supply of a material if he had 30 days’ advance notice. 
The same is true in the case of the allocations of materials in this country. A 
30-day warning would in many cases give hoarders and speculators an opportunity 
to take advantage of the situation, and the materials needed by military and 
defense-supporting industries would be gone by the time the order became effective. 

In the majority of cases, therefore, the OIT and the NPA would be compelled 
to say that there was good cause to dispense with the 30-day waiting period before 
their orders and regulations became effective. 

The basic purpose of the public-notice requirement in the Administrative Pro- 
cedure Act is provided for in the Export Control Act and the Defense Production 
Act by the requirement of consultation with the affected industries, through 
industry advisory committees and otherwise. This was expressly recognized in 
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the report of the Senate Banking and’ Currency Committee on 8. 548 mentioned 
above: 

“The essential safeguards of consultation with the trade in promulgating reg. 
ulations, and of an opportunity to be heard on appeal from hardships, are obtained 
through the aforementioned provisions of the bill (4b) and existing agency pro- 
cedures for review and appeals from licensing and compliance actions.” _~ 

Sections 701 (b) and 709 of the Defense Production Act contain provisions for 
consultation with industry in issuing regulations and orders comparable to those 
of section 4 (b) of the Export Control Act. As of June 6, 1951, 387 industry 
advisory committees had been formed by MPA, and 407 committee meetings had 
been held. 

Full information concerning the NPA industry advisory committees was fyr- 
nished to the Senate Banking and Currency Committee in connection with the 
hearings on 8S. 1397, 82d Congress (see pp. 875-885, pt. 1, hearings on S. 1397, 
82d Cong., Ist sess.). 

In the majority of cases, therefore, the OIT and the NPA could say that the 
necessity for giving formal public notice had at least been minimized by the prior 
consultation with industry advisory committees. In many cases also, the reasons 
which would preclude the 30-day waiting period would require a waiver of the 
public-notice requirements on the basis of the public interest. 

The exceptions provided in section 4 of the Administrative Procedure Act, for 
military, naval, and foreign-affairs funetions and for cases where formal publication 
would be impracticable or contrary to the public interest or where there would be 
good cause to waive the 30-day waiting period, would make it possible to prevent 
much of the delay and the frustration of the objectives of the act which might 
otherwise occur. These exceptions might, in fact, be used to nullify completely 
the effect of the repeal of the present exception. 

But if it should be necessary to make extensive use of these exceptions in 
section 4, it would seem more appropriate to call this necessity to the attention 
of the Congress, and to request that the present exceptions be continued for 
these two temporary statutes which are so closely related to the national security 
and foreign policy. 

This would avoid the appearance of acting contrary to the purpose and intent 
of the repeal of the exception, and it would also avoid probable litigation over the 
effect of the repeal, litigation which might well hamper the effeetiveness of the 
regulations and orders during its pendency. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
Washington, D. C., July 16, 1951. 
J. G. Sourwine, Esq., 
Counsel, Senate Judiciary Committee, 
Senate Office Building, Washington 25, D. C. 

My Dear Mr. Sourwine: Pursuant to the telephone conversation between 
Mr. Nelson of your staff and Mr. Guggenheim of this Office, I have requested 
agencies carrying out the major functions under the Defense Production Act to 
furnish your committee their comments regarding the effect that S. 1770 wculd 
have upon their operations. 

Since this Office is concerned primarily with the mobilization policy and has 
no direct operating functions, it does not generally issue rules and regulations to 
the public. Therefore, it should not be directly affected by the repeal of the 
exemption to the Administrative Procedure Act Jnow granted by section 709 of 
the Defense Production Act. 

If I can be of any further assistance, please call upon me. 

Sincerely yours, 
Ropotro A. Correa, Ceneral Counsel, 
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DrFENSE TRANSPORT ADMINISTRATION, 
Washington, July 17, 1941. 
Mr. J. G. SouRWINE, 
Counsel, Judiciary Committee, 
United Siates Senate, Washington, D. C. 


Dear Mr. Sourwsne: This is in response to vour telephonic request through 
the Office of the General Counsel of the Office of Defense Mobilization for our 
comments upon 8. 1770, 82d Congress, Ist session Owing to the brevity of time 
accorded us to present our comments, we have been unable to devote to the 
subject that degree of study and thought which it merits. 

By the repeal of the first sentence of section 709 of the Defense Production 
Act of 1950, as proposed in S. 1770, the rulemaking and adjudication functions 

, the administration of that act would become subject to requirements of the 
\dministrative Procedure Act (10c. cit., sec. 12) to the extent of their applica- 
bilitv. Discovery of the extent of applicability is in itself not an easy task. 
There have been few helpful judicial decisions to mark the limits of the reach of 
the act the terms of which are not always readily understood. The Supreme 
Court in Weng Yany Sung v McGrath (339 U.S. 33), alludes to the ambiguity 
of its text and the complexities of the administrative proceedings it is designed 
to affect. The history of Riss Co. v. The United States (341 U.S. 907) before the 
Interstate Commerce Commission and the courts illustrates the uncertainty. 
Subjection of Defense Production Act functions to the Administrative Procedure 
(ct will be productive of perplexing lega! problems and their attendant delays 
in the taking of actions for the national defense. 

With respect to rulemaking under the Defense Production Act. it appears that 
the contemplated repeal would subject that process to the requirements of both 
section 709 of that act requiring consultation with industry and trade association 
representatives and section 4 of the Administrative Procedure Act requiring 
advance public notice and opportunity for public participation, unless in each 
case the defense agency is able to find and state that consultation or notice and 
public procedure are impractical, etc. It would seem that satisfaction of the 
requirements of one or the other of these two acts would suffice to carry out the 
congressional intent. It would, at the same time, reduce delay and expense in 
rulemaking. 

In those cases in which the agency would have to meet the requirements of 
section 4 of the Administrative Proceudre Act with respect to notice of rulemaking 
and participation therein by interested persons, there is little doubt that more 
delay and expense would be involved than is the case with respect to consultations 
with industry and trade representatives. Furthermore, consultation is usually 
accomplished through industry advisory committees whose composition is provided 
for in section 701 (b) of the Defense Production Act with an assurance of the 
participation of small business which would not be assured if the rulemaking 
process of the Administrative Procedure Act were followed. 

With respect to adjudication, there is a distinct possibility that if the conduct 
of functions under the Defense Production Act is subjected to sections 5, 7, and 8 
of the Administrative Procedure Act, the courts may come around to the view 
that the denial of permits required by regulations issued in the administration 
of title I (priorities and allocations) must be predicated upon agency hearings 
conducted in accordance with those sections. That such a possibility is not 
remote despite the provision in the first clasue of section 5 is reasonably deducible 
from the opinion of the Supreme Court in the Wong Yang Sung case, and its 
decision in the Riss case. The courts might well conclude that denial of a per- 
mit required, for example, for a private activity upon private property could not 
constitutionally be made without affording an opportunity for a hearing and 
further, that such a hearing must, because of the provisions of the act, be accorded 
by the agency rather than by the courts. In such event, it would be necessary 
to set up a staff of hearing examiners pursuant to section 11 of the act and accord 
a full-fledged agency hearing comparable to that of a court. Were such a 
possibility to become reality, the discharge of the emergency responsibilities 
arising from the Defense Production Act would undoubtedly be hampered, slowed 
down, and rendered more costly. 

Very truly yours, 
Francis A. Stitver, General Counsel. 
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WaGE SraBruizaTIon Boarp, 
Washington, D. C., July 16, 1951, 
Mr. J. G. SourwINeE, 
Counsel, Senate Committee on the Judiciary, 
Senate Office Building, Washington 25, D. C. 


My Dear Mr. Sourwine: I understand that the Committee on the Judiciary 
is considering 8. 1770, which would remove the exemption from the Administratiye 
Procedure Act now provided in certain statutes. The Defense Production Ac: 
for example, the statute under which this agency operates, contains such a pro- 
vision. Section 709 of that act provided as follows: ‘‘The functions exercised 
under this act shall be excluded from the operation of the Administrative Pro. 
cedure Act (60 Stat. 237) except as to the requirements of section 3 thereof.” 

An amendment of section 709 of the Defense Production Act would apparently 
not affect the status of the Wage Stabilization Board under the Administrative 
Procedure Act. This is because the Board falls within an exemption in the Admin- 
istrative Procedure Act itself. Section 2 (a) of the act provides as follows 
“Except as to the requirements of section 3, there shall be excluded from the 
operation of this act (1) agencies composed of the representatives of the parties 
or representatives of the organizations of the parties to the disputes determined 
by them * * *.”’ Inasmuch as the Board is composed of representatives of 
the public, labor, and business and industry, it seems to fit the terms of the 
statute. 

The Railroad Retirement Board, which has a similar tripartite composition 
was expressly mentioned as an example of the coverage intended by section 2, in 
the legislative history of the Administrative Procedure Act (H. Rept. No. 1980 
79th Cong., 2d sess., p. 19; 92 Congressional Record 2152, 5649). Thus the 
Administrative Act was not intended to, and does not, extend to agencies com- 
posed of representatives of the parties involved in the program which the agency 
administers. 

Furthermore, other sections of the Administrative Procedure Act by their terms 
would exclude this agency. Section 5, for example, would not apply to the Board, 
inasmuch as our adjudications are not ‘‘required by statute to be determined on 
the record after opportunity for an agency hearing. * * *’’ Section 4 (b) con- 
tains a like provision, also inapplicable to the Board, pertaining to rulemaking. 
The inapplicability of sections 4 and 5 render sections 7, 8, and 11 inapplicable. 
Finally, section 10 provides exemption, where ‘‘(1) statutes preclude judicial 
review or (2) agency action is by law committed to agency discretion.”’ Board 
enforcement remedies and Board action on applications for wage adjustment or 
other relief fall within both of these exceptions. The legislative history of the 
Defense Production Act of 1950 demonstrates the congressional intention to 
remove wage and industrial relations matters from judicial review. And sec- 
tions 402 (c) and 405 (b) of the Defense Production Act of 1950 indicate that 
enforcement remedies and actions on applications for wage adjustment or other 
relief are committed to agency discretion. 

Without the exemption of section 2 of the Administrative Procedure Act and 
section 709 of the Defense Production Act, the Board might be required to adjust 
some of its practices because of section 4 of the Administrative Procedure Act 
This would require the Board to print announcements in the Federal Register at 
least 30 days before proposed regulations and orders are to take effect, to give 
interested parties an opportunity to be heard. While the Board has held public 
hearings before issuing many of its regulations, it has not found it possible, in the 
daily administration of the wage-stabilization program, to adhere to the letter of 
these requirements. It may be noted that section 4 itself provides for exceptions, 
when ‘‘The Agency for good cause finds * * * that notice and publie procedure 
thereon are impracticable, unnecessary, or contrary to the public interest.” 

If there is any further assistance that we can give you in this matter, please do 
not hesitate to let us know. 

Yours very truly, 
SAMUEL EDEs, 
Acting Chief Counsel. 
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OFFICE OF PRICE STABILIZATION, 
Washington, D. C., July 23, 1941. 
Hon. Par McCarran, 
Senate Office Building, Washington, D. C. 

DeaR Senator McCarran: My views have been requested concerning the 
effect on the operations of the Office of Price Stabilization of 8S. 1770, which is 

sently under consideration by the Senate Judiciary Committee. 

{t present section 709 of the Defense Production Act of 1950 exempts the 
OPS from the requirements of the Administrative Procedure Act with the excep- 
tion of the publication procedure of section 3. 8.1770 would repeal this exemption 
and make it necessary that OPS procedures conform to all the provisions of the 
Administrative Procedure Act. 

Briefly, 8. 1770 would require OPS, before issuing a price regulation or amend- 
ment, to file in advance with the Federal Register the terms of the proposed 
regulation or amendment, or a description of the subjects and issues involved 
It would require OPS to ‘“‘affo-d interested persons an opportunity to participate 
in the rulemaking through submission of written data, views, or arguments. * * *” 
{|| relevant matter presented would then have to be considered, after which a 
regulation could not normally become effective until 30 days after its publication. 

In my opinion adoption of S. 1770.would adversely affect the entire price- 
control program without at the same time adding to anv significant extent to the 
rights granted by the Defense Production Act of 1950 to persons subject to or 
affected by price regulations. It would impose time-consuming procedures upon 
a program which, because of its emergency nature, must be both flexible and im- 
mediately responsive to constantly changing economic pressures. My conclusions 
are based on the following reasons: 

[n many instances the number of persons affected by OPS price regulations is 
so great and their interests so varied that it would be entirely impracticable to 
give everyone an opportunity to participate in the rulemaking. Many OPS 
regulations affect thousands if not tens of thousands of sellers. Indeed, CPR 7 
dealing with retailers of consumer goods involves at least 1,500,000 sellers. Simi- 
lariv, CPR’s 14, 15, and 16 cover thousands of food wholesalers, chain stores, 
grocery stores, and food markets. Directly or indirectly these reguletions affect 
wagon wholesalers, health food stores, delicatessens, food departments of depart- 
ment stores, food mail-order houses and food brokers. CPR 11 affects the manv 
thousands of persons and firms who operate restaurants. To permit all such 
sellers to participate in the formation of regulations or amendments through sub- 
mission of “written data, views, or arguments’? would hamstring the issuance of 
proposed regulations or amendments. 

In Bowles v. Willingham (321 U.S. 502), the Supreme Court pointed out that 
a requirement for hearings for thousands of landlords before any rent-control 
order could be made effective might have defeated the program of rent control. 
The Court stated: 

“National security might not be able to afford the luxuries of litigation and the 
long delays which preliminary hearings traditionally have entailed.” 

The Defense Production Act of 1950 affords ample safeguards for those affected 
by price regulations. The Defense Production Act already provides for ill 
practicable consultation with persons affected by price regulations. Section 404 
of the Defense Production Act requires the President insofar as practicable to 
establish and advise and consult with industry advisory committees. And in 
order that industry advisory committees reflect varying points of view, section 
701 (b) requires that in their formation, fair representation shall be granted 
independent small, medium, and large business enterprises. As a general rule, 
before a price regulation is adopted the views of industry advisory committees, 
trade associations, and industry representatives are obtained. All varying points 
of view are carefully considered by OPS before a regulation is issued, 

The Defense Production Act also insures the right of administrative and 
judicial review of price regulations. Any person subject to a price regulation may 
file a protest objecting to that regulation. Action on the protest must be taken by 
OPS within a reasonable time. As a matter of right, any protestant may obtain 
oral argument before a Board of Review which then makes written recommenda- 
tions to the Director of Price Stabilization. 

_Any person aggrieved by a denial of a protest may file a complaint in the 
Emergency Court of Appeals seeking reversal of the Director’s order. If the 
complainant fails to get relief in that court, he may petition for certiorari to the 
Supreme Court, which is required by statute to give priority to cases arising from 
the Emergeney Court of Appeals. 
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The Senate Banking and Currency Committee in reporting out the | 
Control Act of 1949 exempted operations thereunder from the Administra; 
Procedure Act principally because ‘‘the essential safeguards of consultatio; 
the trade in promulgating regulations, and of an opportunity to be heard 
appeal from hardship, are obtained through the aforementioned provisions of 
bill. * * *” (S. Rept. 31, Slst Cong., Ist sess.) These considerations ap) 
with even greater force to price-control operations. 

The requirement that 30 days must elapse before a regulation or amet 
could become effective would delay the effective date of price actions necessar 
facilitate normal operations of industry. In many cases amendments to pri 
regulations must become effective immediately after issuance. Such action ma 
be necessary (a) to stimulate immediate production, (b) to relieve hardship sit\g- 
tions, and (c) to meet seasonal conditions and needs. A 30-day delay, coup 
with a requirement of advance notice and an opportunity for submission « 
vidual views, might well destroy the ability of OPS to take necessary acti: 
such cases. 

For example, the Office of Defense Mobilization on July 13, 1951, advised OPs 
that an immediate price adjustment was necessary in order to give an additii 
incentive for increased production of machine tools which are essential to 1 
defense effort. Three days later on July 16 GOR 15 was issued which beca 
effective on the same date modifving price controls for manufacturers of machi 
tools to the extent necessary to give them the incentive to expand their produ 
for essential needs. Immediate action under such circumstances was clearly 1 
sarv. A 30-day waiting period on the other hand would have delayed the pla 
of contracts with machine-tool builders for that length of time. Sueh a cd 
would be most unfortunate in view of the importance of machine tools to 1 
defense effort. 

It was necessary similarly to take immediate action to exempt sales to Goy- 
ernment agencies of tungsten concentrates processed from ore produced outsid 
of the United States. Tungsten is one of the strategic materials vitally needed 
in the defense program. OSA informed OPS that an exemption from ceiling-pric 
regulations for tungsten concentrates was urgently needed in order that the stock- 
piling program not be impeded. Five days later on May 1, OPS issued GOR 9 
become effective on the same day exempting from price control sales to Govern- 
ment agencies of tungsten concentrates processed from ores produced outside of 
the United States. 

Frequently immediate action is necessary to relieve sellers from a squeeze or 
hardship situation. Normally the Administrative Procedure Act would make suc! 
immediate action impossible. For example, industry representatives advised 
OPS that the margins of flour millers under the general-ceiling-price regulatio: 
were not sufficiently broad to enable them to absorb increased grain costs and 
that substantial hardship would follow unless OPS took immediate actior 
enable them to establish ceiling prices bearing a normal relation to their base- 
period raw-material costs. Immediately upon receipt of this information OPs 
not only made a survey which confirmed these statements but issued a regulation 
effective 2 days later alleviating this situation. 

In connection with CPR 7 retailers, particularly of furniture, urgently requested 
a change in rule 4 of that regulation to eliminate substantial hardships and 
squeezes. On June 18 OPS issued amendment 7 to CPR 7 rectifying this situa- 
tion. This amendment became effective on the date of issuance and enabled 
furniture dealers to proceed with their business at the annual show and conven- 
tion then in progress. 

Similarly immediate action was necessary so that retail coal dealers could be 
relieved from a squeeze caused by an authorized increased ceiling on coal prices 
at the mine. A regulation was accordingly issued on February 2, effective on 
February 3. Any delay would have not only disrupted the retail coal industry, 
but would have cut off supplies while a large part of the heating season remained 

Immediate action was likewise necessary to alleviate a price squeeze on tide- 
water coal dock dealers. To rectify this situation a regulation was issued Feb- 
ruary 14 to become effective February 15. Delay would have had serious con- 
sequences on numerous industrial powerplants in New England which wer 
reliant on the dealers affected by this regulation. 

Frequently it becomes necessary to take immediate price action to prevent a! 
imminent shortage of a commodity caused by seasonal and other factors. For 
example, OPS ascertained that an emergency adjustment in the ceiling price ot 
cottonseed meal was necessary to prevent an imminent shortage of this important 
commodity. Accordingly SR 31 to the GCPR was issued on June 1 to become 
effective June 6 
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These are only a few of the many situations encountered by OPS where a 30- 
iav delay would have interfered with necessary production and distribution of 
s important to military and civilian needs or would have perpetuated a 
hardship situation and impeded normal operations of industry. 
Sincerely yours, 
MicHakE. V. DiSaLie 


FeDERAL Civin DEFENSE ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
Washington 25, D. C., July 16, 1951. 
Parrick A. McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington 25, D. C. 


Dear Senator McCarran: In accordance with the committee’s telephonic 
suest of July 1, 1951, there are submitted herewith the views of this Adminis- 

tration relative to S. 1770, 82d Congress, a bill to amend the Administrative 
rocedure Act, and eliminate certain exemptions therefrom 

Briefly, the purposes of the bill are: 

1. To amend clause (4) of section 2 (a) of the Administrative Procedure Act, 

amended, to read as follows: 

1) the funetions conferred by the following statutes: the Universal Military 

‘ining and Service Act; the Contract Settlement Act of 1944; and the Surplus 

rtv Act of 1944.’ ”’ 

2. To repeal all laws or parts of laws heretofore enacted which grant exemption 
from the provisions of such act, including section 305 of the Federal Civil Defense 
Act of 1950. 

rhe comments of this Administration will be limited to section 2 (11) of the 
bill, which is the provision which would repeal section 305 of the Federal Civil 
Defense Act. 

At the present time, section 305 of the Federal Civil Defense Act, which will 
expire on June 30, 1954, or on such earlier date as may be prescribed by concurrent 
resolution of the Congress, reads as follows: 

Sec. 305. During the period of such emergency, the functions and duties 
exercised under this Act shall be excluded from the operation of the Administra- 

ve Procedure Act (60 Stat. 237), except as to the requirements of section 3 
thereof.”’ 

A review of the legislative history of our act discloses that section 305, supra, 
was (1) enacted by the House of Representatives, (2) deleted by the Senate, and 
3) reinstated by the conferees of the two Houses. The chairman of the Senate 
conferees, Senator Kefauver, in discussing on the floor of the Senate the reasons 
for such reinstatement, gave the following explanation: 

“Section 305 as contained in the House bill was reinstated in its entirety. This 
section merely excludes during an emergency the requirements of the Administra- 
tive Procedure Act with the exception of the requirement for publication. Care- 
ful study of the requirements of this act indicated no area where the conferees 
believed that the Administrator should be impeded by the requirements of this 
act. Of course, neither of these sections applies other than during a civil defense 
emergency as defined in title III. 

‘On December 28 the chairman of the conference committee received a very 
cogent letter from the senior Senator from Nevada (Mr. MeCarran) which was 
fully considered. In that letter the Senator from Nevada pointed out that the 
Administrative Procedure Act, by its own terms, was not supposed to apply under 
unusual circumstances, but the conference concluded that during a time of emer- 
geney the Civilian Defense Administrator should not have to make the particular 
finding that he could not apply the sections of the Administrative Procedure Act, 
and therefore, decided to reinstate the provision exempting the Administrator 
from the Administrative Procedure Act during a time of emergency” (p. 17272, 
daily Congressional Record, January 2, 1951). 

In our opinion, the foregoing statement sets forth sound reasons for retaining 
the provisions of section 305 of our act. Accordingly, we are unable to recom- 
mend favorable consideration of section 2 (11) of S. 1770. 

Due to the urgent request of the committee for a report on this measure, there 
has not been sufficient time to ascertain from the Bureau of the Budget the rela- 
tionship of the proposed legislation to the program of the President. We will 
advise you later if it is determined that the proposed legislation is in accord with 
he President’s program. 

Sincerely, 
MILLARD CALDWELL. 
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DEPARTMENT OF JUSTICE, 
Washington, D. C., July 13, 1951 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to the telephonic request from yoy; 
committee for the views of the Department of Justice relative to the bill (S. 1779 
to amend the Administrative Procedure Act, and eliminate certain exempti 
therefrom. 

Insofar as applicable to this Department the bill would repeal the paragraph 
headed “General provisions, Department of Justice” in chapter III of the Supple- 
mental Appropriation Act, 1951 (Public Law 843, 8lst Cong.). That paragra; 
reads: “Proceedings under law relating to the exclusion or expulsion of 
shall hereafter be without regard to the provisions of sections 5, 7, and 8 of tly 
Administrative Procedure Act.” 

From the very inception of Federal regulation of immigration, it has been 
recognized that the power to exclude or to expel aliens is a necessary attribut: 
national sovereignty. The Chinese Exclusion case (130 U. 8. 581, 603); Eiky 
United States (142 U. 8. 651, 653, 659, 660); Lem Moon Sing v. United St 
(158 U. 8S. 538, 548). In its most recent expression on the subject the Supr 
Court stated in Knauff v. Shaughnessy (338 U. 8. 537, at 542): 

‘The exclusion of aliens is a fundamental act of sovereignty. The right to do so 
stems not only from legislative power but is inherent in the executive power to 
control the foreign affairs of the Nation.” 

It must be borne in mind that immigration procedures are designed ‘‘to secure 
the prompt, vigorous action contemplated by Congress.” The Japanese Im) 
grant case (189 U.S. 86, 101). While the Supreme Court in Wong Yang Sung y. 
McGrath (339 U. 8. 33), pointed out that deportation hearings must confor: 
with current concepts of fairness, it must not be overlooked that because of thei 
nature, immigration proceedings must be resolved expeditiously. See Tar 
Tum v. Edseli (223 U. 8. 673). 

Since the constitutional command of due process requires that determination 
in expulsion cases must be rendered only after a fair hearing, it is evident th; 
respondent in such proceedings is protected by sturdy safeguards. It seems hardly 
open to question that the established procedures in the deportation process me 
high standards for fair dealing. Under the present practice, each alien against 
whom deportation proceedings are brought is given notice of the charges against 
him and full opportunity to meet those charges. Generally, he is permitted t 
remain at liberty on moderate bail while the charges against him are being « 
sidered. He is entitled to a full and open hearing at which the evidence ag 
him is offered. He may be represented by counsel and may cross-examine op} 
ing witness. He can testify and offer proof on his own behalf. In appropria 
cases he can apply for certain discretionary remedies which may forestall or all 
viate the deportation order. Any decision against him must be based on evide1 
in the record, and he is afforded opportunity for administrative appeals to the 
Commissioner of Immigration and Naturalization and the Board of Immigration 
Appeals in the event of an adverse decision. (See 8 C. F. R., pts. 150-152.) It 
seems evident that this procedure is scrupulously fair and affords no justifiable 
basis for complaint. Of course, deviations from accepted standards of fair play i: 
an individual case can be dealt with, as they always have been, by the courts in 
habeas corpus proceedings. 

The invocation of the Administrative Procedure Act requirements in deporta- 
tion hearings would provide no greater assurance of a fair hearing. Its principal 
effect ultimately would be to insist on the assignment of two examiners—one to 
prosecute and the other to adjudicate—in each deportation case, regardless of 
how simple the issues may be. In approximately 95 percent of deportation cases 
the only issue is whether the alien entered without proper documents or whether 
he has overstayed the allotted period of his temporary admission, and the facts 
are generally uncontested. In such cases the additional procedures would hamper 
effective administration and would impair its flexibility, without supplying any 
compensating advantage. 

The utter futility of these added procedural limitations is exemplified in the 
Wong Yang Sung case (339 U. S. 33), in which the Supreme Court held that 
deportation hearings had to conform with the procedural requirements of the 
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\dministrative Procedure Act. Sung concededly was a seaman who had jumped 
. ship and who was in the United States illegally. His case was heard by a 
portation examiner who necessarily ruled that he was subject to expulsion. 

(On appeal to the Commissioner of Immigration and Naturalization and the Board 
¢ Immigration Appeals, Sung did not contest the finding that he was deportable 

requested merely that he be given certain discretionary relief. In attacking 
order of deportation in the courts, Sung did not question his amenability to 
irtation but urged only that the case should be sent back to the administrative 
srities so that two examiners could be assigned to its prosecution and consider- 

1 and that the hearing examiner should be selected under the Administrative 

Procedure Act. It was not suggested that such an examiner, operating under 

a more restrictive procedure, could have arrived at any different conclusion. 
Following the Sung decision, the Immigration and Naturalization Service sub- 

mitted a request to Congress for additional appropriations of approximately 

$4.000,000 in order to comply with the Administrative Procedure Act. When 

Congress considered the request it learned that there were thousands of immigra- 

tion cases in which the issues are quite simple and can be resolved expeditiously 

by a single examiner, without resort to the dual-examiner system or to the pro- 
tracted process commanded by the Administrative Procedure Act. (As a matter 
of fact, in a small minority of cases involving narcotic violators, subversives, 
criminals, prostitutes, procurers, and mental defectives, present immigration pro- 
cedures and practices do provide for the assignment of two examiners, one to 
present the Government’s case and the other to hear the evidence and make a 
determination. (See 8 C. F. R. 151.2 (f).) It has been found, however, that the 
provisions of the regulations requiring a hearing officer and an examining officer 
serve no useful purpose in cases based on criminal or narcotie charges, there being 
in the majority of such cases little contest by the alien once a prima facie case is 
established on the basis of a record of conviction.) Congress also ascertained that 
there was urgent need for flexible, inexpensive, and effective administration in 
dealing with the vast numbers of Mexican nationals who cross the border illegally 
‘th year. The enforcement officers who apprehend hundreds of thousands of 
illegal entrants annually have fashioned satisfactory procedures to return 
almost all of them, with their consent in writing, quickly to their homeland with- 

t the need for conducting a formal hearing in each case. However, if the pro- 
cedural limitations of the Administrative Procedure Act were to govern such cases, 
many of such illegal entrants soon would learn of the opportunities for extended 
delay afforded by the new procedures. In insisting upon their full legal rights they 
loubtless would increasingly demand that such hearings be conducted in their 
cases. This prolonged process would afford them no advantage, other than the 
opportunity for delay and would necessitate the expenditure of enormous sums to 
provide such futile hearings. 

If only 25 percent of such persons demanded formal hearings, it has been esti- 
mated that the additional cost might well total $25,000,000 annually as against 
a total present proposed budget for the Immigration and Naturalization Service 
for 1952 of $36,000,000. 

Faced with the prospect of such vast commitments, Congress directed that pro- 
edures for the exclusion and ex»ulsion of aliens shall not be subject to the Ad- 

inistrative Procedure Act—Public Law 843, 81st Congress, 2d session—approved 

September 27, 1950. In doing so, it evidently concluded that no alleged benefit 

to the alien could justify the expenditure of such huge sums of money. Addi- 

tionally, it evidently expressed the view that the current processes for the exclusion 
and ejection of undesirable aliens furnished every reasonable assurance of fair 
lealing and that the formulized procedures demanded by the Administrative 

Procedure Act had no place in such processes. 

It is the view of this Department that the determination of what procedures 
should be provided for hearings in immigration cases should be made in consider- 
ing the whole problem of immigration as proposed in the pending omnibus bill 
5. 716) to recodify and revise the immigration and nationality laws. That bill 
in its present form provides in sections 236 (a) and 242 (a) that immigration 
proceedings shall not be subject to the procedural requirements of the Adminis- 
trative Procedure Act. 

In recent years Congress has been deeply concerned with strengthening the 
immigration statutes in relation to subversives, criminals, and violators of the 
narcotics laws. The Internal Security Act of 1950 commanded the invocation of 
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stern measures against these groups. The omnibus bill proposed penalties of 
even greater severity. And the Kefauver committee urged that additional 
sanctions be directed against aliens engaged in criminal activities. There should. 
therefore, be no weakening of the enforcement of the immigration laws; and 
there are more ways than one by which procedures may preserve all essential 
rights and privileges and assure fairness. 

The Director of the Bureau of the Budget has advised that there is no objection 
to the submission of this report. 

Yours sincerely , 
Peyton Forp, 
Deputy Attorney General, 
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PROVIDING FOR JURY TRIALS IN CONDEMNATION PRO: 
CEEDINGS IN UNITED STATES DISTRICT COURTS 


Marcu 20, 1953.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany 8. 30] 


The Committee on the Judiciary, to which was referred the bill 
(S. 30) to provide for jury trails in condemnation proceedings in 
United States district courts, having considered the same, reports 
favorably thereon, without amendment, and recommends that the 
bill do pass. 
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PURPOSE 


The purpose of the proposed legislation is to provide that in con- 
demnation proceedings under the laws of the United States parties 
thereto shall have the right of trial by jury upon application therefor. 


STATEMENT 


S. 30 is identical to S. 1958 of the Eighty-second Congress which 
unanimously passed the Senate on August 9, 1951, but was not acted 
on by the House of Representatives. The facts justifying this’claim 
appear in Senate Report No. 612 on S. 1958, Eighty-seeond Congress, 
and are set forth in full as follows: 


On August 1, 1951, rule 71 (A) of the Rules of Civil Procedure relating to 
condemnation of property became effective. 

Subdivision (h) of rule 71 (A) provides as follows: 

“(h) Triax. If the action involves the exercise of the power of eminent domain 
under the law of the United States, any tribunal specially constituted by an Act of 
Congress governing the case for the trial of the issue of just compensation shall be 
the tribunal for the determination of that issue; but if there is no such specially 
constituted tribunal any party may have a trial by jury of the issue of just com- 
pensation by filing a demand therefor within the time allowed for answer or within 
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such further time as the court may fix, unless the court in its discretion orders 
that, because of the character, location, or quantity of the property to be cop- 
demned, or for other reasons in the interest of justice, the issue of compensatio; 
shall be determined by a commission of three persons appointed by it. If a coi- 
mission is appointed it shall have the powers of a master provided in subdivisio; 
(c) of Rule 53 and proceedings before it shall be governed by the provisions of 
paragraphs (1) and (2) of subdivision (d) of Rule 53. Its action and report s| 
be determined by & majority and its findings and report shall have the effect, and 
be dealt with by the court in accordance with the practice, prescribed in paragrap} 
(2) of subdivision (e) of Rule 53. Trial of all issues shall otherwise be by thy 
court.” 

It will be noted that the effect of subdivision (h) is to repose within the dis- 
cretion of the trial court the decision as to whether or not there shall be a jury trial 
in any particular condemnation proceeding. 

On July 9, 1951, the Committee on the Judiciary in the Senate unanimo 
rejected Rule 71 (A) and unanimously reported a Senate joint resolution (S. J. Res 
82), which in effect gave the right of a trial by jury on the demand therefor of any 
interested party. Senate Joint Resolution 82 unanimously passed the Senate o; 
July 11, 1951, and was thereafter amended in the House. Due to the fact that 
agreement could not be reached by the Senate and House and the resolution acted 
on by the President prior to August 1, 1951, Rule 71 (A) by operation of lay 
became effective on that date. 

S. 1958 provides that, except where a tribunal has been specially constituted 
by an act of Congress governing the case for a determination of the issue of just 
compensation, that notwithstanding provisions of subdivision (h) of Rule 71 (a 
any party may by filing a demand therefor within the time allowed by the ruk 
have a trial by jury. The bill further provides that, as to actions pending on 
the date of enactment of this act and which were commenced prior to July 3], 
1951, if a jury trial has been requested or the time within which a jury trial may 
have been requested under the law applicable had not expired, such jury trial 
may be had. A jury trial is also authorized for actions commenced subsequent 
to August 1, 1951, and the date of enactment of this act. 

The committee is of the opinion that the right of jury trial, particularly where 
the property of an individual is being taken from him, is one of paramount 
importance and that if an individual so desires he should be entitled to have a 
jury decide as to what is just compensation for his loss. The committee is of 
the opinion that to deny jury trial when requested in this type of case is not 
in the best interest of the public. It is to be noted that in some 41 States a jury 
trial is provided at the present time, and the committee sees no reason why 
such provisions should be abrogated. 

In view of the foregoing the committee recommends favorable consideraticn 
to the bill. 

The subject matter of this bill has been discussed in Senate Report No. 502 
on Senate Joint Resolution 82, which is hereto attached and made a part hereof. 


[S. Rept. No. 502, 82d Cong., Ist sess.] 


The Committee on the Judiciary, to which was referred the amendments to 
the Rules of Civil Procedure submitted by the Chief Justice of the Supreme 
Court on May 1, 1951 (H. Doc. 121) in accordance with the provisions of section 
2072, title 28, United States Code, as amended, having considered the same 
reports an original joint resolution (S. J. Res. 82) and recommends that the 
resolution do pass. 

PURPOSE 


The purpose of the joint resolution is to provide for a uniform system of pro- 
cedure relating to the trial of condemnation proceedings in the Federal courts. 


STATEMENT 


Under section 2072, title 28, United States Code, as amended, the Supreme 
Court has the power to prescribe by general rules the forms of process, pleadings, 
and motions, and the practice and procedure of the district courts of the United 
States in civil actions. When the Supreme Court promulgates such rules it shall 
be reported to the Congress by the Chief Justice at, or after, the beginning cf a 
regular session thereof, but not later than the first day of May, and such rules 
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will become effective at the expiration of 90 days after they have been thus 
ey orted. 

Pursuant to said section 2072, as amended, the Supreme Court of the United 
States by letter dated May 1, 1951, transmitted to the Congress a rule of civil 
procedure to be followed in condemnatiot cases in the United States district 
eourts. This rule was designated as rule 71A and is contained in House Docu- 
ment 121, Eighty-second Congress. 

[he committee has carefully considered the proposed rule 71A and with the 
exception of subsection (h) thereof believes the rule to be meritorious. Subsection 

provides for the method of trial in condemnation proceedings as follows: 

“Rule 71A (h). Trrav. If the action involves the exercise of the power of 
eminent domain under the law of the United States, any tribunal specially con- 
stituted by an Act of Congress governing the case for the trial of the issue of just 
compensation shall be the tribunal for the determination of that issue: but if there 
is no such specially constituted tribunal any party may have a trial by jury of the 
issue of just compensation by filing a demand therefor within the time allowed for 
answer or within such further time as the court may fix, unless the court in its 
discretion orders that, because of the character, location, or quantity of the 
property to be condemned, or for other reasons in the interest of justice, the issue 
of compensation shall be determined by a commission of three persons appointed 
by it. Ifa commission is appointed it shall have the powers of a master provided 
in subdivision (¢) of rule 53 and proceedings before it shall be governed by the 
provisions of paragraphs (1) and (2) of subdivision (d) of rule 53. Its action and 
report shall be determined by a majority and its findings and report shall have the 
effect, and be dealt with by the court in accordance with the practice, prescribed 
in paragraph (2) of subdivision (e) of rule 53. Trial of all issues shall otherwise 
be by the court.” 

Taken in its entirety subsection (h) provides a dual system of trial. The judge 
in his discretion may appoint commissioners to determine the issue of just com- 
pensation. There is no right given to either party to a trial by jury. Instead 
the question of whether there shall be a trial by jury is left to the discretion of the 
court. The committee takes note of the fact that in approximately 41 States in 
the United States the right to trial by jury exists in condemnation proceedings. 
Under existing practice the State law governing condemnation proceedings is 
followed in the Federal courts. Accordingly, if subsection (h) were adopted in 
its entirety the basic right to trial by jury existing in all but seven of our States 
would be abrogated. A breakdown of the systems followed in the States discloses 
that the right to trial by jury exists in approximately 19 States as a right at the 
outset of the trial. In approximately 22 States either party may have a jury 
trial of the issue of just compensation upon exception to the report of commis- 
sioners. The committee feels that the basic right to trial by jury is one that should 
be preserved, as it is obviously the majority will of State legislatures. The com- 
mittee feels also that it is preferable to give this right to trial by jury to either 
party at the outset of the trial so as to avoid the duplication that exists when a 
jurv follows the report of commissioners. 

The committee feels, moreover, that it is preferable to have an issue as impor- 
tant as just compensation in condemnation proceedings determined by evidence 
produced in the presence of a judge. Under a system where the judge is present 
when the evidence is introduced a proper record is made. If there be error, 
appeals may be noted with accuracy so as to provide appellate courts with an 
adequate record of the facts and the legal determinations that have been made. 

In order to carry out the views hereinbefore expressed, the committee recom- 
mends that rule 71A be disapproved. The committee in its disapproval of rule 
71A does not believe that the rule may be disapproved in part and approved in 
part and for that reason recommends that the entire rule 71A be disapproved even 
though the only objection to said rule lies in a portion of the language contained 
in rule 71A (h). 

In order to carry out the intent of the Supreme Court in regard to the procedure 
to be followed in condemnation proceedings Senate Joint Resolution 82 is reported 
setting forth all of the matter contained in rule 71A as promulgated by the Supreme 
Court of the United States with the exception of the language referred to in (h) 
which is the subject of the committee’s objection. Senate Joint Resolution 82 
as regards (h) of rule 71A sets forth the exact language of the promulgated tule 
less the objectionable feature thereof, and this language is in accord with the 
recommendation of the Advisory Committee to the Supreme Court in its recom- 
mendations in 1948 and is also in accord with the views expressed by the Depart- 
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ment of Justice as they are reflected in House Document 121 of the Eight y-seconq 
Congress which is made a part hereof by reference. 

For the foregoing reasons the committee recommends that Senate Joint Reso}. 
tion 82 receive favorable consideration. 

The proposed rule 71A (h) is set forth below with the objectionable portio; 
enclosed in brackets. 

“(h) Tria. If the action involves the exercise of the power of eminent domain 
under the law of the United States, any tribunal specially constituted by an Ag 
of Congress governing the case for the trial of the issue of just compensation 
shall be the tribunal for the determination of that issue; but if there is no such 
specially constituted tribunal any party may have a trial by jury of the issye 
of just compensation by filing a demand therefor within the time allowed for 
answer or within such further time as the court may fix [, unless the court in jts 
discretion orders that, because of the character, location, or quantity of the 
property to be condemned, or for other reasons in the interest of justice, the issue 
of compensation shall be determined by a commission of three persons appointed 
by it. Ifa commission is appointed it shall have the powers of a master provided 
in subdivision (c) of Rule 53 and proceedings before it shall be governed by the 
provisions of paragraphs (1) and (2) of subdivision (d) of Rule 53. Its aetio, 
and report shall be determined by a majority and its findings and report shall haye 
the effect, and be dealt with by the court in accordance with the practice, pr- 
scribed in paragraph (2) of subdivision (e) of Rule 53]. Trial of all issues shall 
otherwise be by the court.” 


The committee again believes this legislation to be meritorious and 
recommends 5. 30 to the favorable consideration of the Senate. 
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S3p CONGRESS f Report 
Ist Session . } No. 113 


IMPLEMENTING THE FULL FAITH AND CREDIT CLAUSE 
OF THE CONSTITUTION 


Marcu 20, 1953.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany S. 39] 


The Committee on the Judiciary, to which was referred the bill 

39) to further implement the full faith and credit clause of the 

Constitution, having considered the same, reports favorably thereon, 
without amendment, and recommends that the bill do pass. 


STATEMENT 


This legislation is identical to S. 1331 of the Eighty-second Congress 
which unanimously passed the Senate on June 21, 1952. All of the 
facts are contained in Senate Report No. 1156 of the Eighty-second 
Congress on 8. 1331, which is set forth below and made a part of this 
report. In the consideration of S. 1331 there appeared in the Con- 
gressional Record of June 21, 1952, certain questions and answers 
which were propounded in order to make clear the effects of this legis- 
lation. Those questions and answers, together with the introductory 
floor discussion, as they appeared in the Congressional Record are 
hereinbelow set forth and made a part of this report. 

The committee is of the opinion that this legislation is extremely 
meritorious and recommends that it be considered favorably. 


STATEMENT CoNTAINED IN SENATE Report No, 1156 on S. 1331, E1guty-sEconp 
CONGRESS 


GENERAL STATEMENT 


This bill constitutes an attempt to provide a workable answer to the very 
serious problem presented by the present lack of uniformity with respect to the 
credit given the divorce decrees of one State by the courts of sister States. 


26006 
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It has long been obvious that something needed to be done to bring a c 
of order out of the present chaotic situation with respect to divorce in this co 

The refusal of the various States to abide by the rulings of each other’s « 
leaves perhaps as many as 4,000,000! people in the United States facing, j 
words of Mr. Justice Black, possible ‘criminal prosecution and harass) 

The bill S. 1331 attempts to provide an exit from a legal maze so befuddling 

a Supreme Court decree can award a divisible divorce under which a man can 
“have a wife who cannot become his widow, and yet leaves a widow who is yy 
longer his wife.”’ 2 

It is neither good morals nor good law to have a divorce legal in one Stat, 
and illegal in another, so that a-married man or woman may become a criminal] 
by stepping over an imaginary line. Such a situation demands congressional] 
action to the extent that such action may provide a remedy. But some curr 
proposals for a uniform divorce law contemplate an invasion of State sovereignty 
inimical to the basic principles of our Federal Union. What we need is not a 
uniform divorce law, but a uniform and reasonable interpretation and applicatioy 
of the full faith and eredit clause of the Constitution. 

One approach to the problem of interstate recognition of divorces has been 
through the so-called Uniform Divorce Recognition Act. As of November |. 
1950, this act had been adopted by seven States. 

Without attempting a discussion of the merits and shortcomings of this act 
it may be pointed out that it does not meet the important requirement of certainty, 
which is an essential characteristic for a divorce law which is to be satisfactory 
from a national viewpoint. The Uniform Divorce Recognition Act fails in this 
regard because it is necessarily subject to the constitutional requirement. with 
respect to full faith and credit. Thus, without thorough litigation in the Federal] 
courts, it cannot be said precisely how the Uniform Divorce Recognition Act 
may be construed; and it appears that the act may be unconstitutional under 
some existing decisions of the United States Supreme Court.) It seems clear that 
in the light of the constitutional provision with respect to full faith and credit, 
the only satisfactory method of giving uniformity of recognition to divorces 
granted in the different States is through a Federal law, rather than by means of 
the separate adoption by the States of the Uniform Divorce Recognition Act 
even assuming that all 48 of the States, instead of only 7, could be persuaded to 
enact the uniform statute. 

But suggestions that the Congress should enact a uniform Federal marriage 
and divorce law meet the objection that enactment of such a law would require, 
first, the adoption of a constitutional amendment.* There is no present prospect 
that such a constitutional amendment could be adopted within the foreseeable 
future. The first resolution for such a constitutional amendment was introduced 
by former Senator Capper of Kansas 30 years ago; but no such resolution has 
ever received favorable action by either House of the Congress, so far as the 
committee can determine. Furthermore, it is the opinion of the committee that 
the adoption of such a constitutional amendment and the subsequent enactment 
by Congress, under such an amendment, of a uniform marriage and divorce law, 
would constitute what Senator McCarran has aptly described as: ‘“‘a wholly 
unjustified blow at the principles of State sovereignty, without assent to which 
there would have been no Constitution and no Union.” 


1 Informal estimates by the U. 8. Census Bureau confirm data gathered from other sources, indicating 
that the number of Americans who have remarried after divorce substantially exceeds 3% million. It 
is not known just how many of these cases involve divorces granted in a different State than the State in 
which the couple lived before separation; but in all such cases the divorce, and the subsequent remarriage 
of either party, can be made subject to legal attack under certain conditions. The national divorce rate 
at the present time, these estimates indicate, exceeds 500,000 per year; and the annual rate of remarriages of 
divorced persons exceeds 300,000 per year. These figures are of assistance in estimating the scope of the 
problem. 

2 Mr. Justice Jackson, dissent, Rice v. Rice (69 Sup. Ct. 751). , 

3 These States are California, Nebraska, New Hampshire, Washington, Rhode Island, South Carolina, 
and Wisconsin. 

4 The State of California has specifically recognized this limitation in connection with its enactment of 
the so-called Uniform Divorce Recognition Act (see Calif. Civil Code, sec. 150.4.) 

5 For example, the uniform statute appears to be unconstitutional under the rule of the Sherrer case (334 
U. S. 343, 68 Sup. Ct. 1087, 92 L. Ed. 1429, 1 A. L. R. (2d) 1355 (1948)) to the extent that it purports to 
invalidate a divorce obtained in a proceeding with respect to which both parties entered appearances. 

* As Mr. Justice Black said in his dissenting opinion in the second Williams case: ‘‘There is no language 
in the Constitution which even remotely suggests that the Federal Government can fix the limits of & 
State court’s jurisdiction over divorces.”’ 





IMPLEMENT THE FULL FAITH AND CREDIT CLAUSE 


\ ER OF CONGRESS TO PRESCRIBE THE EXTRATERRITORIAL EFFECT OF A DIVORCE 
DECREE 


Soon after the adoption of the Constitution, the first Congress exercised some 

of the power conferred upon it by article IV, section 1, of the Constitution’? and 
nacted a statute which, with some supplementation and revision of phraseology, 

exists today as 28 United States Code, section 1738.8 

Writers and commentators on the subject generally agree that this statutory 
provision represents only a partial exercise of the congressional power under the 
full faith and credit clause; and that both the words of the clause and its historical 
background fully sustain the view that Congress can go much further than it has 
gone and that Congress has broad power to prescribe the extraterritorial effect 
of a judgment.® 

Outer limits of the congressional power under the full faith and credit clause 
never have been determined by the Supreme Court; and in Williams v. North 
Carolina (II) © Mr. Justice Frankfurter, for the majority, expressly stated: ‘The 
reach of congressional power given by article IV, section 1 is not before us.” ¥ 
The majority opinion in Williams v. North Carolina (1) * is to the same effect. 

Mr. Justice Jackson, delivering the annual Cardozo lecture before the Bar of 
the City of New York in 1944, indicated that Congress may properly fix the stand- 
ards for extraterritorial effect and recognition of State judgments, saying: 

“The Court has had no occasion to decide such questions, but I should say that 
it has been fairly ostentatious in leaving the way open to sustain such enactments 
without embarrassment.” 3 

Mr. Justice (later Chief Justice) Stone, dissenting on other grounds in 
Yarborough v. Yarborough ' declared: 

“The mandatory force of the full faith and credit clause as defined by this Court 
may be, in some degree not yet fully defined, expanded or contracted by Congress. 
Much of the confusion and procedural deficiencies which the constitutional 
provision alone has not avoided may be remedied by legislation. Cook, Powers 
of Congress under the Full Faith and Credit Clause, 28 Yale Law Journal, 421; 
Corwin, The Full Faith and Credit Clause, 81 University of Pennsylvania Law 
Review 371; cf. 33 Columbia Law Review 854, 866. The constitutional provision 
giving Congress power to prescribe the effect to be given to acts, records, and 
proceedings would have been quite unnecessary had it not been intended that 
Congress should have a latitude broader than that given the courts by the full 
faith and credit clause alone. It was remarked on the floor of the Constitutional 
Convention that without the extension of power in the legislature, the provision 
‘would amount to nothing more than what now takes place among all Independent 
Nations.’ Hunt and Scott, Madison’s Reports of the Debates in the Federal 
Convention of 1787, p. 503. The play which has been afforded for the recognition 
of local public policy in cases where there is called in question only a statute of 
another State, as to the effect of which Congress has not legislated, compared with 
the more restricted scope for local policy where there is a judicial proceeding, as 
to which Congress has legislated, suggests the congressional power.”’ 


7 “Full Faith and Credit shall be given in each State to the public Acts, Records, and judicial Proceedings 
of every other State. And the Congress may by general Laws prescribe the Manner in which such Acts, 
Records and Proceedings shall be proved, and the Effect thereof.” 

§ Sec, 1738. State and Territorial statutes and judicial proceedings; full faith and credit —T he acts of the 
legislature of any State, Territory, or Possession ofthe United States, or copies there of, shall be authen- 

icated by affixing the seal of such State, Territory or Possession thereto 

rhe records and judicial proceedings of any court of any such State, Territory or Possession, or copies 
thereof, shall be proved or admitted in other courts within the United States and its Territories and Posses- 
sions by the attestation of the clerk and seal of the court annexed, if a seal exists, together with a certificate 
fa judge of the court that the said attestation is in proper form. 

Such Acts, records and judicial proceedings or copies thereof, so authenticated, shall have the same full 
th and eredit in every court within the United States and its Territories and Possessions as they have by 
law or usage in the courts of such State, Territory or Possession from which they are taken. 

‘Costigan, The History of the Adoption of Section 1 of Article IV of the United States Constitution and 4 
Consideration of the Effect on Judgments of That Section and of Federal Legislation (1904) 4 Columbia Law 
Review 470; Cook, The Powers of Congress Under the Full Faith and Credit Clause (1919) 28 Yale Law 
Journal 421; Ross, Full Faith and Credit in a Federal System (1935) 20 Minnesota Law Review 140; 
Moore and Oglebay, The Supreme Court and Full Faith and Credit (1943) 29 Virginia Law Review 557; 
Corwin, Out-Haddocking Haddock (1945) 93 University of Pennsylvania Law Review 341. 

25 U. 8. 226 (1945). 
ootnote 5 of the opinion. 

7317 U. 8. 287 (1942). 

Jackson, Full Faith and Credit.—The Lawyer’s Clause of the Constitution (1945) 45 Columbia Law 


¢. 


. 202, 215, n. 2 (1933). 
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With particular respect to divorce decrees, the authorities seem again agreod 
that Congress has the power under the full faith and credit clause of the Cons 
tion to prescribe the conditions under which such decrees shall be given extra- 
territorial recognition, and to compel that recognition.“ Corwin, in his artic 
The Full Faith and Credit Clause," stated that, ‘(Congress may under the clause 
describe a certain type of divorce and say that it shall be granted recognition 
throughout the Union, and that no other kind shall.’”’ 

In The Supreme Court and Full Faith and Credit by Moore and Oglebay," it 
is said: 

“The migratory divorce is a matter having large social and moral implications 
upon which an informal legislative directive is needed. The States are probably 
impotent to give the directive. Congress, however, has the power to set 
minimum legislative standards relative to divorce jurisdiction as a prerequisit 
before a decree is entitled to full faith and credit. And some such congressional 
directive is probably desirable. 

+ * * * * >’ * 

“We do not care to suggest that Congress can or should provide upon what 


grounds divorce may be granted. Our thought is that it may deal with the 
relationship, such as domicile or residence (and what shall constitute these rela- 
tionships), which one or both of the parties to the divorce proceeding must bear 
to a State before its courts can have jurisdiction to proceed to grant a divorce 
which is entitled to full faith and credit.” 

There are fairly strong suggestions also that the Supreme Court would sustain 
such legislation. Mr. Justice Jackson, in the Cardozo lecture previously referred 
to, stated in effect that Congress can proceed ‘‘to prescribe the type of divorce 
judgment that is entitled to extraterritorial recognition,” and then suggested, as 
already pointed out herein, that the way was open for the Supreme Court to 
uphold such an enactment.!8 These remarks were referred to by way of general 
citation in Williams v. North Carolina II (note 5 of the majority opinion) wherein 
Mr. Justice Frankfurter disclaimed any effort in the decision to determine the 
reach of congressional power. Justices Black and Douglas, dissenting in the same 
case, expressly remarked as to the broad power of Congress to act, though ad- 
mittedly it had not done so. 


EFFECT OF 8. 1331 


A short discussion of the purpose of S. 1331, and its effect, if enacted, seems 
desirable at this point. 

Briefly stated, the purpose of this bill is to guarantee the divorce decree of any 
State full faith and credit in every other State, providing that (1) the decree is 
final in the State where rendered; (2) the decree is valid in the State where ren- 
dered; (3) the decree contains recitals setting forth that the jurisdictional pre- 
requisites have been met; and (4) the State in which the decree was granted was 
the last State in which the couple lived together as man and wife, or the defendant 
was personally subject to the State’s jurisdiction or appeared generally in the 
proceedings. 

This proposed statute, if enacted, would not derogate from the right of other 
States to question a decree based on fraud, where such a decree would not be 
valid in the rendering State. It would, however, in the absence of fraud, give full 
recognition to decrees based on constructive service where the rendering State 
was the last place of domicile with respect to the marriage relationship; and would 
also permit a State wherein Only one spouse is domiciled to determine its juris- 
diction to grant the divorce, and to render a decree conclusively against everyone, 
where the defendant appears or is validly personally served with process. A 
default judgment, entered without such appearance or service, against a spouse 
not domiciled in the State, and where the State was not the last State of marita 
domicile, would be open to attack and refusal of recognition to the same degree 
as under the present State of the law. 


15 This, of course, would follow in any event from the propositions already stated herein. See Corwin, 
Out-Haddocking Haddock, supra; Corwin, The Full Faith and Credit Clause (1933) 81 University of Penn- 
sylvania Law Review 371, 388; Husserl, Some Reflection on Williams v. North Carolina If (1946) 32 Virginis 
Law Review 555; Moore and Oglebay, The Supreme Court and Full Faith and Credit, supra, 

16 Supra. 

17 Supra. : 3 

18 It should be borne in mind that Mr. Justice Jackson was with the majority in Williams v. North Car 
II, supra. 


i 
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It should be noted that the four numbered clauses of the bill are cumulative: 
that is, each clause contains a condition, and all of the conditions must be met 
They are not alternatives. Thus, since it is clear that a decree would not be final 

i valid in the State where rendered if the plaintiff were not a domiciliary of 
such State, jurisdictional domicile of the plaintiff is a necessarily presumed 

ondition in respect to each of the alternatives named in clause (4 

Questions have been raised with respect to the effect of this bill on court orders 
for the payment of alimony or support money. Of course, such an order is not a 
livoree decree; and only divorce decrees would be directly affected by this bill 

It should be noted that 8S. 1331, if enacted, would not apply in all cases to 
court orders with respect to alimony, and would have no application with respect 

-ourt orders for the custody of children.! 

The phrase “personally subject to the jurisdiction of the State wherein the 
decree was rendered,’’ which appears in the bill on page 2, lines 3 and 4, does not 
comprehend personal service of the defendant outside the State in which the 
action was brought. This phrase means either personally served within the 
State in which the action was brought, or having voluntarily submitted to the 
jurisdiction of the court, through appearance, pleading, and so forth. This 
language excludes service of a nonresident defendant by publication. In that 
connection, it might be pointed out that with regard to service by publication, 
this bill leaves the situation exactly where it finds it. Some recent decisions of 

e Supreme Court have upheld service by publication; but it is extremely doubt- 
ful whether it would ever be possible to get congressional sanction for a bill which 
specifically required full faith and credit for all decrees based solely on service by 
publication. 

There does not appear to be any possible reasonable objection to the provisions 
of clause (4) of the bill, in the light of the decisions of the Supreme Court in 
Sherrer v. Sherrer, (334 U.S. 343, 68 Sup. Ct. 1087), and Coe vy. Coe (3834 U.S. 378, 
68 Sup. Ct. 1094), in which cases the Court made it clear that where there has been 
a personal appearance by the defendant and opportunity given to contravert the 
issue of residence before the court in the action wherein the original decree was 
granted, such decree is not subject to collateral attack in anv foreign jurisdiction.” 

But it should be made clear that clause (4) is not intended, and should not be 
construed, as setting a pattern for collateral attack, in the courts of one State, 
upon divorce decrees granted in sister States. It is recognized that there are many 
divorces granted every vear, in many States, under circumstances in which the 
defendant is not personally subject to the jurisdiction of the local forum, but the 
requirements of procedural due process are met through service by publication. 
It is recognized that with a large migratory population, it would be extremely 
impractical, as well as unwise, to attempt to require that persons who have 
changed their domiciles in complete good faith should be forced to return to their 
former domiciles in order to get divorces: or to irvite collusion bv re yuiring one 
spouse, in such instance, to secure the voluntary presence of the other in the 
State where the divorce action is filed. 

Thus, no inference is to be read into this bill requiring nonrecognition of an 
ex parte divorce obtained in a State other than that of the matrimonial domicile. 
The bill is intended to establish minimum requirements with respect to the 


In the case of alimony, the original order of the court which grants the decree can be enforced directly 
fthe party against whom the order is directed is within the jurisdiction of the court. Enforcement in 
ther State would require the aid of the courts of the latter State In the case of children, the rule always 
been that the court looks primarily to the welfare of the children, and a court of any State within which 
the children may be found at any time is perfectly competent to enter an order in accordance with its find- 
s, without regard to the prior order of the courts of any other State. This is a proper rule and the com- 
tee is satisfied that enactrent of S. 1331 would not change it 
Inthe Sherrer case, the Court said: ‘‘We believe that the decision of this Court in the Davis case ( Daris v. 
Davis, 305 U. 8. 3288, L. ed. 2659, Sup. Ct. 3) and those in related situations are clearly indicative of the result 
to be reached here. These cases stand for the proposition that the requirerrents of full faith and credit by a 
defendant from collaterally attacking a divorce decree on jurisdictional grounds in the courts of a sister State 
where there has been participation by the defendant in the divorce proccedings, where the defendant ! as 
been accorded full opportunity to contest tre jurisdictional issues, and where the decree is not suspectible to 
such collateral attack in the courts of the State which rendered the decree.” In the Coe case, the Court said 
“But, tere, es in the Sherrer case, the decree of divorce is one which was entered after proceedings in which 
there was participation by both plaintiff and defendant and in which both parties were given full oppor- 
tunity to contest the jurisdictional issues. It is a decree not susceptible to collateral attack in the courts of 
the State in which it was rendered. Inthe Sherrer case, we concluded that the requirements of full faith and 
credit preclude tt e courts of a sister State from subjecting such a decree to collateral attack by readjudicating 
the existence of jurisdictional facts. * * *” It is interesting to note that both of these decisions of the 
iretre Court were handed down after Senator McCarran had first introduced, in the Eightieth Congress, 
s bill S. 1060 of that Congress, which was reintroduced as 8. 3 of the Eighty-first Congress, and again 
ntroduced as S. 1331 of the Eighty-second Congre 
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extension of full faith and credit under the Constitution, and its silence beyond 1 
minimums so fixed is not intended, and should not be taken as the basis. for ay) 
inference whatever.”! 


PURPOSE OF AMENDMENTS 


The first amendment (p. 1, line 7) is primarily teahnical, and is intended + 
avoid a situation in which it might be claimed that a decree was not final bees 
there had been a reservation as to jurisdiction of custody of children, or alin 
or some similar reservation. Adoption of this amendment will make it unn 
sary ever to argue whether a decree bearing such a reservation is “final”? withi: 
contemplation of the statute; and, of course, finality with respect to the issy 
divorce is the necessary criterion. 

The second amendment (p. 1, line 9) is one of form rather than substances 
purpose of the amendment is to make it clear that the jurisdictional prerequi 
which must be met are those of the State where the decree was rendered 
committee does not consider well founded the suggestion that the phrase 
State” could be construed as giving rise to any real ambiguity in this regard 
since the suggestion has been made, and in order to resolve any possible doy 
this amendment is reeommended. 

The purpose of the third amendment (p. 2, line 6), eliminating the pl: 
“intrinsic fraud” and substituting more precise language, is to avoid the confusi 
often engendered, even among lawyers and courts, by fine distinctions w 
respect to ‘“‘intrinsic’” and “extrinsic”? fraud. The language proposed to by 
substituted for the phrase “‘intrinsie fraud”’ states with complete clarity what is 
intended. 

With the amended language, the bill gives protection against collateral attacks 
on a decree for any alleged fraud occurring during the course of the trial and whic! 
the adversary had an opportunity to meet; but fraud of a nature which the adver- 
sary had no opportunity to meet may still, in proper case, be made the basis for 
a collateral attack. 

Enactment of this bill, as amended, still leaves open the same rights to attack 
the decree, in the court where it was rendered, that exist under the present state 
of the law. Unquestionably this is desirable, for a Federal statute which presumed 
to take away from a State court the right to vacate or reverse one of its own decrees 
for fraud probably would be unconstitutional, and certainly would be invidious, 
and an invitation to fraud. Of course, even though a decree of divorce may be 
subject to attack in the court where rendered, because of fraud perpetrated upon 
the court or for some other reason, it may still remain a valid decree pending the 
success of such an attack; and, under this bill, not subject to collateral attack on 
jurisdictional issues except in a case of fraudulent conduct covered by the language 
of this amendment. In such a case the effect of the bill as amended would be to 
require that the decree, not falling within the exception made by the amendment, 
be attacked directly, if at all, and in the court by which the original decree was 
rendered. 

CONCLUSION 


The committee believes the enactment of this bill would insure, with respect to 
divorce decrees, the certainty and finality which the Constitution intended should 
be inherent in the judgments of the courts of any State; and would accomplish 
this without legalizing, or condoning, or encouraging fraud in the procurement of 
divorces. ‘The Congress has been partly to blame for the present divorce muddle 
through its failure, for more than a century and a half, to exercise fully its responsi- 
bility under the full faith and credit clause of the Constitution, and should be 
anxious to enact such legislation as here proposed. 


21 Enactment of S. 1331 is not to be cited in derogation of the holding in the case of Williams v. North 
Carolina (317 U. 8. 287, 87 L. ed. 279, 63 Sup. Ct. 207) that the full faith and credit clause of the Constitution 
“requires the extraterritorial recognition of the validity of a divorce decree obtained in accordance with the 
requirements of procedural due process in a State by a spouse who, under the law of such State, had acquired 
a bona fide domicile there, although the spouse who remained in the State of the original matrimonial! domi 
cile did not appear in the divorce suit and was not served with process in the State in which the divorce w 
granted”’ (as summarized in the syllabus of that case at 143 American Law Review 1273) and as reiterated 
and emphasized in the case of Estin v. Estin (334 U. 8. 541, 68 Sup. Ct. 1213), where the Court said (referring 
to the defendant): ““* * * the only service on her in this case was by publication and she made no app« 
ance in the Nevada proceeding. The requirements of procedural due process were satisfied and the domi 
of the husband in Nevada was foundation for a decree effecting a change in the marital capacity of both 
parties in all the other States of the Union, as well as Nevada.” 





IMPLEMENT THE FULL FAITH AND CREDIT CLAUSE 7 


InrropucToRY FiLoor STATEMENT, QUESTIONS AND ANSweRS, With RESPECT 
ro 8. 1331, APPEARING IN THE CONGRESSIONAL REcoRD oF JUNE 21, 1952 


ADJUSTMENT OF CONFLICTS IN DIVORCE DECREES IN VARIOUS STATES 


(he bill (S. 1831) to further implement the full faith and credit clause of the 
stitution was announced as first in order. 
he Vice PreEsIDENT. Is there objection to the present consideration of the 


Mr. Scuoeppret. Mr. President, we desire to have an explanation of this 
asure. I understand that certain questions have heretofore been submitted, 
that the distinguished chairman of the Judiciary Committee or someone 
d by him has prepared for presentation the answers to those questions, by 
f explanation. 
McCarran. Mr. President, I understand that the Senator from Kansas 
; to have an explanation made 
ScHoePpPet. I may say to the distinguished Senator from Nevada that I 
ive understood that certain questions were asked or submitted and that cer- 
tain answers have been prepared and will be submitted so as probably to provide 
i basis for the passage of the bill today during the calendar call. 

Mr. McCarran. Yes. 

Mr. President, on several occasions I have asked that this bill go over because 
| have been anxious to satisfy all Senators who have raised questions with respect 
to the meaning and construction of the bill. In particular, I have been cooperat- 
ng with the minority calendar committee—and I want to thank the members 
of that committee for cooperating with me in this matter—in an effort to prepare 
written answers to a series of questions which have come to them, or which have 
occurred to them, respecting this bill. I am happy to say I believe this task 
has now been accomplished to the satisfaction of all concerned; and I send 
forward, Mr. President, a copy of these questions and answers, in written form, 
and ask unanimous consent that they may be printed in the Record for the 
information of all Senators and in order to make quite certain that they become 
a part of the legislative history of this bill. 

I believe the questions and answers cover every phase of this bill with respect to 
which there has been any uncertainty, or which may not have been fully explained 
in the committee report. 

I wish to say at this time that the report on this bill, which was handled by a 
special subcommittee headed by the junior Senator from North Carolina [Mr. 
Smith], is a very fine exposition of the proposed legislation; and I wish to pay 
tribute to the Senator from North Carolina for the splendid job he has done in this 
connection. 

If there are any Senators who desire that. the bill be further delayed, I shall now 
ask unanimous consent that the bill be carried over and included in the next 
calendar call; but if there is no Senator who desires further delay, I hope the 
Senate may now proceed to pass the bill. 

I now send to the desk the questions and answers. 

The Vice PresipEent. Is there objection to the request of the Senator from 
Nevada? 

There being no objection, the questions and answers were ordered to be printed 
in the Record, as follows: 


QUESTIONS AND ANSWERS WITH RESPECT TO S. 1331 


‘1. Question. Does this bill provide or grant people any new rights they do not 
now have with respect to divorce actions? 

“Answer. This bill grants no new rights of any nature with respect to divorce 
actions. Enactment of this bill would create a minimum standard, the meeting 
of which would entitle a divorce decree granted in one State to full faith and credit 
in every other State. 

“2. Question. Does this bill provide any limitations with respect to attacking 
divorcee actions which limitations do not now exist? 

“Answer. Yes. This bill would prohibit a collateral attack on a divorce decree 
which meets in all respects the standard fixed by the bill. 

“3. Question. Calling attention to the four conditions which must be met in 
order to make a divorce decree eligible to full faith and credit, what is the effect, if 
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any, of the provision in the bill that ‘in all such cases * * *_ the recit; 
the decree of divorce shall constitute a conclusive determination of the ju: 
tional facts necessary to the decree’? 

‘Answer. In the first place, it should be pointed out the bill does not pr 
that the four conditions referred to must be met in order to make a divorce 
eligible to full faith and credit. The meeting of these four conditions will | 
divorce decree within the terms of this bill, and thus entitle it to the guara 
full faith and credit provided therein; but the full faith and credit provision 
Constitution is not in any way to be limited by the enactment of this bill 
divorce decree which does not meet the requirements of this bill will stan 
respect to full faith and credit, exactly where it stands now, not being affect 
the bill in any way. 

‘The effect of the provision quoted is to give finality to the jurisdi: 
recitals of a divorce decree—except a decree in a case involving fraudulent cor 
of the kind defined—which meets all of the four numbered requirements named 
the bill. 

Question. Can there be any collateral attack on such a decree based o: 
question whether these four conditions or any one of them have been met 
based on fraud of the specific character set forth on page 2, lines 6-11 of the | 
in view of the quoted language? 

‘Answer. Yes. Compliance with all four of the named conditions is necessar 
to bring a decree within the scope of this proposed law. Therefore, if a deer 
fails to meet all four conditions, it would not be affected by this bill in any way. 

“5. Question. Is not the quoted language virtually a limitation on the power 
of a court in a sister State to question a decree containing such recitals, save on! tion 
in ‘cases involving fraudulent conduct of the successful party which was practiced Als 
during the course of an actual adversary trial of the issues joined and the effect of the 
which was directly and affirmatively to mislead the defeated party to his injury 
after he announced that he was ready to proceed with the trial’? 

‘Answer. No. (See the answer to question 4 above.) 

“6. Question. Does not the quoted language establish a precedent with resp: 
to grounds for attacking a court decision collaterally? In respects such as thes 
does not this bill make provision in the area of procedural due process which here- 
after will be controlling? 

“Answer. This is a double-barreled question. The answer, to be clear, must b 
somewhat lengthy. 

“The last sentence of the bill delimits the cases in which the jurisdictional 
recitals of the decree shall be conclusive. As indicated, the effect of this delimita- 
tion is to make such recitals conclusive in all cases which meet the four conditions 
previously set forth, except decrees in cases involving fraudulent conduct of the 
kind described. This sentence is not, therefore, a statement of a ground for 
attacking a decree. The clause beginning ‘except cases’ simply sets apart a smal 
class of cases in which the recitals of the decree are not to be conclusive wit! 
respect to the jurisdictional facts, even though the decree meets the four numbered 
conditions previously stated. Not only is this a relatively small class of cases but 
it should be noted that fraud of the nature described would seldom affect juris- 
dictional questions. However, there is a possibility that it might; hence this 
provision. 

“The theory of this bill is to prevent a collateral attack on a divorce decre¢ 
which is not based, at least in part, on some fact newly adduced, or not before the 
court which granted the decree; thus, to prevent a second ceurt from substituting 
its judgment for the judgment of the court granting the decree, on the basis of th 
same facts originally tried, or on the basis solely of a different ‘policy y of the forun 
but otherwise to impose no restrictions upon the right to attack a decree. 

“With the above in mind, it is now possible to answer the double-barrel 
question categorically. The quoted language does not establish a precedent wit! 
respect to grounds for attacking a court decision collaterally, and this bill does 
make provision in the area of procedural due process which will be controlling 
if the bill is enacted, but only with respect to specific cases falling squarely wit! 
the provision, and not as a controlling or even persuasive precedent in other cases 

“7, Question. If we can assume that the second sentence of the bill does 1 
provide such a limitation as to preclude collateral attack in cases other than t! 
involving fraudulent conduct of the character above quoted, what type or ki 
of fraud can be asserted by collateral attack which would vitiate a decree? 

‘Answer. Any fraud of a type or kind which courts have held would vitiat 
decree; for the second numbered requirement in the first sentence of the bil 
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that ‘the decree is valid in the State where rendered’; a decree which is invalid 

ecause of fraud fails to meet this requirement, therefore does not come within the 

scope of this bill. (To give an obvious example, assume an attorney entered an 

appearance for the defendant, but without the actual knowledge or permission of 

defendant, the defendant not having been duly served. The decree would 

be valid, and the facts could be shown in a proper action in any court of 
smpetent jurisdiction. 

“8. Question. One of the four conditions to be met under the bill is that ‘the 
lecree is valid in the State where rendered.’ Can determination of invalidity of 
a decree be made by the court of a sister State, under the language of the bill, 
particularly (1) that language which provides that recitals of the decree of divorce 
shall constitute a conclusive determination of the jurisdictional facts necessary 
to the decree, and (2) that which provides for full faith and credit to the decree? 

‘Answer. A determination of invalidity of a decree can be made by the court 
if a sister State, under the language of the bill, on the basis of any facts newly 
adduced or not known to the court granting the decree, which established fraud of 
the nature or kind which courts have held vitiate a decree. (But, as pointed out 
in the answer to a previous question, a decree could not be determined invalid, 
inder the language of this bill, on the basis only of facts which were known to 
and considered by the court granting the decree; the second court may not sub- 
stitute its judgment for that of the first court, on the same set of facts.) 

“9 Question. What do the words ‘personally subject’ mean, as used on page 2, 
line 3, of the bill? 

“Answer. A nonresident of the State would be ‘personally subject to the jurisdic- 
tion of the State’ if personally served within the territorial boundaries of the State. 
Also, of course, if he or she personally appeared in the proceedings.) A resident of 
the State might also be ‘personally subject to the jurisdiction’ if properly served 
in accordance with the law of the jurisdiction. 

“10. Question. Would a person who has been made the subject of service by 
publication, and has not otherwise brought himself within the jurisdiction of the 
court, be ‘personally subject’ to the court, within the meaning of that phrase? 

“Answer. If the person is a nonresident of the State, the answer is ‘No’; probably 
the answer is ‘No’ in any event, since it would appear that a person who has 
freely chosen to reside within the jurisdiction of the court has ‘otherwise brought 
himself within the jurisdiction of the court.’ In any event, it should be pointed 
out that in the case of a resident of the State, State law would apply, For example, 
if there should be a special State law with regard to the service of persons seeking 
to flee the jurisdiction to escape service, and such law called for service by publi- 
cation, a person within the terms of the law (i. e., a resident of the State who did 
seek to flee the jurisdiction to escape service and who was served by publication 
in accordance with the provisions of the law, presumably would be subject to the 
jurisdiction of the court. Whether he would be ‘personally subject’ to the court 
would depend upon the law of the State. It should be noted that the bill does not 
refer to being ‘personally subject to the jurisdiction of the court,’ but being 
personally subject to the jurisdiction of the State.’ 

Ll. Question. What about a person who has personally received notice of the 
action by registered mail; would he be ‘personnally subject’ co the court’s juris- 
diction? 

“Answer. In the case of a nonresident, notice by registered mail would not 
subject the recipient to the jurisdiction of the eourt It is conceivable that in the 
ase of a resident of the State, such notice, if in accordance with applicable State 
aw, might do so. 

“12. Question. Directing attention to the words ‘all such cases,’ what is meant 

reby? 


“Answer. The words ‘all such cases,’ which appear at the beginning of line 6 
in page 2, refer to all cases which meet all four of the numbered conditions set 
in the first sentence of the bill. 
“13. Question. Is there anything in this bill whic 
loctrine of resjudicata? 
“Answer. No; rather, this bill is in full conformity with the principle of res 
judicata. There is no situation in which, absent this proposed legislation, the 


h will upset the well-established 


rinciple of res judicata would bar an attack on a decree, vet in wl 


erms of this bill, such an attack could be made.” 
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FORFEITURE AND DISRQSAL OF PROPERTY SEIZED 
UNDER THE ESPIONAGE ACT 


Marcu 20, 1953.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany S. 41] 


The Committee on the Judiciary, to which was referred the bill 
(S. 41) to further amend the act of June 15, 1917, as amended, having 
considered the same, reports favorably thereon, without amendment, 
and recommends that the bill do pass, 


PURPOSE 


The purpose of the proposed legislation is to strengthen the pro- 
visions of title VI of the Espionage Act so as to insure effective seizure 
action in respect of property involved in violations of the Espionage 
Act, and to simplify and bring up to date the procedure for effecting 
forfeiture and disposition of property being or intended to be exported 
in violation of law and for effecting forfeiture and disposition of the 
transporting vessel, vehicle, or aircraft. 


STATEMENT 


This bill originally was introduced pursuant to the request of the 
Treasury Department. Said request was stated in a letter dated 
April 3, 1951, addressed to the President of the Senate by the Acting 
Secretary of the Treasury, which letter is reprinted here in its entirety: 

TREASURY DEPARTMENT, 
2 Washington, D. C., April 3, 1951. 
The PRESIDENT OF THE SENATE: 

Str: There is attached a draft of legislation entitled ‘A bill to amend title VI 
of the Espionage Act of 1917, as amended.” 

Title VI of the Espionage Act of 1917, as amended (U. 8. C., title 22, see. 401- 
408) authorizes and directs the collectors, comptrollers of customs, surveyors, 
inspectors of customs, and marshals and deputy marshals and other persons 
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authorized by the President to seize and detain any arms or munitions of war o, 
other articles which are being or are intended to be exported from the United 
States in violation of law together with the vessels or vehicles containing such 
arms or munitions. It further provides the procedure for the restoration of the 
property to the owner or its forfeiture to the United States. 

The Atomic Energy Act of 1946; the Narcotic Drugs Import and Export Act 
as amended; the Neutrality Act of 1939; and the Export Control Aet of 1949 are 
among the laws governing the exportation of fissionable materials, narcotic 
drugs, arms, munitions, and implements of war, and other articles. These statutes 
are administered by the Atomie Energy Commission, the Bureau of Narecoties 
of the Treasury Department, the Munitions Division of the Department of Stat; 
and the Office of Industry and Commerce of the Department of Commerce’ 
Certain customs field officers, as agents for these departments and agencies, are 
charged with the enforcement of these export control provisions along our borders 
and coasts. 

In carrying out these responsibilities, the Bureau of Customs and its field officers 
rely exclusively upon title VI of the Espionage Act of 1917 in effecting seizure and 
forfeiture of articles and merchandise which are being or are intended to be ex. 
ported from the United States in violation of one of the several export control laws 
The experience of the Customs Service, particularly since the beginning of World 
War II, in attempting to prevent illegal exportations and in the making and 
handling of a large number of seizures, has demonstrated the need for revision 
this part of the Espionage Act of 1917. Such a revision is necessary not only t 
correct those weaknesses which, under certain circumstances, have resulted and 
may result again in no action looking to seizure being taken in respect to propert 
involved in violations of the act, but also to enlarge the list of customs officers 
designated to make seizures and to revise the existing procedure so that it will 
conform, at least in certain important particulars, to that prescribed for seizures 
and forfeitures effected for violations of the customs laws. This would reliev« 
already overburdened Customs Service, the United States attorneys and 
courts of much of the work now necessary to be performed in connection wit! 
seized property. The proposed changes are discussed below. 

Under existing court decisions, unless a seizure under section 1 of title VI of 
the Espionage Act, of merchandise which is being or is intended to be illegally 
exported or the transporting vehicle, vessel, or aircraft is effected prior to exporta- 
tion of the merchandise, no seizure may be made of either the merchandise or of 
the transporting carrier upon return to this country, notwithstanding the fact 
that the merchandise was illegally exported. It would seem that the actual illegal 
exportation is as serious a matter as the attempt to carry out such exportatior 
and therefore should be penalized. The proposed legislation would amend the 
Espionage Act to provide not only for seizure and forfeiture of articles or mer- 
chandise which are being or are intended to be illegally exported, and the vehicle, 
vessel, or aircraft in which exportation is intended to be accomplished, but also 
for seizure and forfeiture of articles or merchandise actually illegally exported and 
the vehicle, vessel, or aircraft used in the accomplishment of the illegal exportation. 

Section 1 of title VI specifically designates as seizing officers “the several 
collectors, comptrollers of customs, surveyors, inspectors of customs, and mar- 
shals, and deputy marshals of the United States, and every other person duly 
authorized for the purpose by the President.’”’ Under this provision, customs 
agents and customs port patrol officers, who are strictly enforcement officers, are 
not authorized to make seizures, while comptrollers of customs who are not 
enforcement officers and, because of the very nature of their duties have never 
made a seizure and perhaps never will, have been designated as seizing officers 
As a matter of fact, customs agents and port patrol officers make many seizures 
under this act. In doing so, these officers do not act under the authority of the act 
but as private citizens. As a result, it is questionable whether, in the case of 
serious injury or death resulting from such action, these men or their families 
would be entitled to the same benefits that they would receive under the com- 
pensation laws had they been designated in the statute authorizing the seizure, 
or had they been engaged in the enforcement of the customs laws. The proposed 
legislation would amend section 1 of title VI to designate all officers of the customs 
service as seizing officers. 

Section 2 of title VI of the Espionage Act requires that the person making the 
seizure shall apply within a reasonable time, not exceeding 10 days from the date 
of seizure to the judge of the United States district court for a warrant to justify 
the further detention of the seized property. It further provides that if a timely 
warrant is not secured, the seized property shall be restored to the owner or 
person from whom seized. This procedure results in a considerable amount of 
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extra work not only for the seizing officer, but also for the United States attorney 
and the court. There would seem to be no reason why such an extreme safeguard 
should be granted in the case of merchandise, such as arms, munitions, and imple- 
ments of war, seized when about to be illegally exported, when such a safeguard is 
not prescribed in cases involving seizure of similar merchandise illegally imported. 
Seizures of arms, munitions, and implements of war illegally imported are made 
ynder the authority of United States Code, title 18, section 545. Furthermore, 
this procedure is not provided for in connection with seizures of merchandise 
imported in violation of the customs laws or of gold exported in violation of the 
Gold Reserve Act of 1934. 
rhe proposed legislation would repeal those provisions of title VI which provide 
the complicated procedure and would substitute in lieu therefor the seizure 
and condemnation proceedings provided under the customs laws of the United 
States. This would be in accord also with section 4 of the Gold Reserve Act of 
19% Such an amendment would eliminate the warrant of detention required 
inder section 2; permit seizures valued at $1,000 or less, including many which 
will be too small to warrant consideration by the United States district courts, to 
forfeited administratively by collectors of customs, unless the prescribed steps 
are taken by the owners or claimants to transfer the cases to the courts as provided 
for in sections 606-609 of the Tariff Act of 1930. It would further permit the 
secretary of the Treasury to remit any forfeiture where he finds that it was 
incurred without willful negligence or without intention to violate the law or 
where he finds other mitigating circumstances. The amendment would make for 
niformity and would result in cases being handled more efficiently and expe- 
ditiously than is possible under the present provisions of the Espionage Act. 
Furthermore, the United States attorneys and the courts would be relieved of the 
long-drawn-out and expensive proceedings now required to effect forfeiture of 
seizures of small value. 

Subsection (e) of section 1 of the proposed legislation would authorize the 
payment of compensation to informers where forfeitures have been incurred under 
he provisions of section 1 of the bill. The payment of informers has been of 
substantial assistance to this Department in the enforcement of the customs 
laws and, therefore, the Department believes that its inclusion in title VI of the 
Espionage Act of 1917, as amended, would be of great assistance in the enforce- 
ment of the provisions of that title. 

It would be appreciated, therefore, if you would lay the proposed bill before 
the Senate. A similar proposed bil! has been transmitted to the Speaker of the 
House of Representatives. 

The Department has been advised by the Bureau of the Budget that there is 
no objection to the submission of this proposed legislation to the Congress. 

Very truly vours, 
Joun 8S. GRAHAM, 
Acting Secretary of the Treasury. 


After the bill had been referred to this committee a request was 
made for the views of the Department of Justice upon this proposed 
legislation. Under date of August 22, 1951, the committee was 
advised by letter from Mr. Peyton Ford, then Deputy Attorney 
General, that: 


It is our understanding that the Treasury Department, which sponsored the 
bill, intends to suggest that some revisions be made therein to give effect to certain 
suggestions which this Department has made known to the Treasury Department. 
We have not as yet had the opportunity to consider the revised proposal. It 
would be desirable and of more assistance to your committee if our report on the 
bill were withheld until such time as the Treasury Department is ready to presten 
its revised proposal. As soon thereafter as possible, we shall submit our report 
to vou. 


Subsequently, under date of May 15, 1952, the Department of 
Justice forwarded a report on this bill to the committee and enclosed 
a proposed revision of the bill. The afore-mentioned report from 
the Department of Justice is appended hereto and made a part of this 
report, and therein will be found a succinct statement of the essential 
change to be wrought by enactment of the proposed legislation. 
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In addition, there is appended hereto and made a part of this 
report a letter dated June 17, 1952, addressed to the then chairmay 
of the committee, Hon. Pat McCarran, from the Acting Secretary of 
the Treasury, whereby the committee was advised that the revision 
proposed by the Department of Justice, and adopted by the com. 
mittee as the proposed amendment, had the approval of the Depart- 
ment of the Treasury. 

In addition to the explanation of the proposed legislation contained 
in the departmental letters included herein, it is noteworthy that the 
proposed legislation would effect amendment of the Espionage Act in 
such manner as to provide not only for seizure and forfeiture of articles 
or merchandise which are being or are intended to be illegally exported, 
as well as the article, vehicle, vessel, or aircraft in which exportation 
is intended to be accomplished, but also for seizure and forfeiture of 
articles or merchandise actually illegally exported and the article, 
vehicle, vessel, or aircraft used in the accomplishment of the illegal 
exportation. The word “articles,” as used herein, is intended to cover 
all things which may be exported or used in exporting in violation of 
law and therefore would include, among other things, currency, secu- 
rities, and other financial instruments, and any type of container used 
in the illegal action. 

Since reintroduction of the bill in the 83d Congress, a further letter 
has been received from the Treasury Department under date of 
February 16, 1953, urging the enactment of this legislation. A copy 
of this letter is also printed below in this report. 

In consideration of the views and favorable recommendations of the 
Department of Justice and the Department of the Treasury, the com- 
mittee recommends that this bill be considered favorably. 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE Deputy ATTORNEY GENERAL, 
Washington, May 18, 1952, 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 1439) to amend title VI of the 
Espionage Act of 1917, as amended. 

The purpose of the bill is to simplify and bring up to date the procedure for 
forfeiting property being or intended to be exported in violation of the Export 
Control Act, and the transporting vessel, vehicle, or aircraft. 

Under existing law, seizures under the export control acts, unlike those under 
the customs laws and under other legislation incorporating by reference the cus- 
toms forfeiture procedure, must be followed within 10 days by an = to 
the United States district court for a warrant for further detention. hese matters 
thus come at once under the control of this Department and the courts. The 
existing law accordingly places in the President, who by Executive order has 
designated the Attorney General to act for him, the power of remission and 
compromise. The present bill provides that export control forfeitures henceforth 
are to be handled, in the same manner as customs forfeitures, by administrative 
proceedings without resort to the court, except when judicial condemnation is 
required. Accordingly, since the matter will no longer be before the courts until 
a libel for forfeiture has been filed, the bill places the power of remission and com- 
promise in the Secretary of the Treasury instead of the Attorney General. After 
the filing of a libel, the settlement authority will be, of course, in the Attorney 
General as in the case of customs forfeitures. 

In principle the purpose of the bill is desirable. It is believed, however, that 
the language of the measure as presently drafted is ambiguous in certain respects 
and might give rise to litigation to determine its meaning. The bill has accordingly 
been redrafted so as to incorporate the changes deemed desirable and a copy of 
the proposed substitute measure is enclosed herewith. 
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The changes in section 1 (a) of S. 1439 are intended to make clear that the 
prohibition of the section shall apply to articles which ‘‘are intended to be or are 
being or have been exported or removed,”’ and also to express the clear intent that 
vessels or vehicles which had previously been used to facilitate a violation of the 
law are subject to seizure to the same extent as vessels or vehicles presently 
engaged in exporting articles in violation of law. 

The changes in subsections (b), (d) and (e) of section 1 of 8S. 1439 are intended 
to avoid any uncertainty as to the jurisdiction of the district courts in forfeiture 
cases by incorporating by reference the whole of the provisions relating to customs 
forfeitures. 

The Department of Justice feels that the bill, if amended as suggested, would 
be desirable. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report. 

Sincerely, 
A. Devitt VANECH, 
Deputy Attorney General. 


TreAsuRY DEPARTMENT, 
Washington 25, June 17, 1982. 
Hon. Pat McCarrRAn, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Mr. Cuarrman: In a letter dated April 3, 1951, this Department 
transmitted to the Senate a draft of proposed legislation entitled ‘‘To amend 
title VI of the Espionage Act of 1917, as amended.” This draft of legislation 
was subsequently introduced on May 7, 1951, as S. 1439 and was referred to your 
committee. 

This Department has recently been advised that the Department of Justice 
has reported to your committee on S. 1439 and has suggested certain changes in 
language in the bill as introduced. These changes suggested by the Department 
of Justice have the approval of the Treasury Department. 


The Department would like to take this opportunity to urge that your com- 
mittee give favorable consideration to the proposed legislation. 
Very truly yours, 


Joun S. GRAHAM, 
Acting Secretary of the Treasury. 


TREASURY DEPARTMENT, 
Washington, February 16, 1958. 
The PRESIDENT OF THE SENATE. 


Sir: There is attached a draft of legislation entitled ‘‘To amend Title VI of the 
Espionage Act of 1917, as amended’’. 

Title VI of the Espionage Act of 1917, as amended (U. S. Code, title 22, sec. 
401-408) authorizes and directs the collectors, comptrollers of customs, surveyors, 
inspectors of customs, and marshals and deputy marshals, and other persons 
authorized by the President to seize and detain any arms or munitions of war or 
other articles which are being or are intended to be exported from the United 
States in violation of law together with the vessels or vehicles containing such 
arms or munitions. It further provides the procedure for the restoration of the 
property to the owner or its forfeiture to the United States. 

The Atomic Energy Act of 1946; the Narcotic Drugs Import and Export Act, 
as amended; the Neutrality Act of 1939; and the Export Control Act of 1949 are 
among the laws governing the exportation of fissionable materials, narcotic drugs, 
arms, munitions, and implements of war, and other articles. These statutes are 
administered by the Atomic Energy Commission, the Bureau of Narcotics of the 
Treasury Department, the Munitions Division of the Department of State, and 
the Office of Industry and Commerce of the Department of Commerce. Certain 
customs field officers, as agents for these departments and agencies, are charged 
with the enforcement of these export control provisions along our borders and 
coasts. 

In carrying out these responsibilities, the Bureau of Customs and its field 
officers rely exclusively upon title VI of the Espionage Act of 1917 in effecting 
seizure and forfeiture of articles and merchandise which are being or are intended 
to be exported from the United States in violation of one of the several export 
control laws. The experience of the customs service, particularly since the 
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beginning of World War II, in attempting to prevent illegal exportations and jy 
the making and handling of a large number of seizures, has demonstrated 
need for revision of this part of the Espionage Act of 1917. Such a revision js 
necessary not only to correct those weaknesses which, under certain circum. 
stances, have resulted and may result again in no action looking to seizure being 
taken in respect of property involved in violations of the act, but also to reyis; 
the existing procedure so that it will conform, at least in certain important par- 
ticulars, to that prescribed for seizures and forfeitures effected for violations of 
the customs laws. This would relieve the already overburdened customs service, 
the United States attorneys and the courts of much of the work now necessary 
to be performed in connection with seized property. The proposed changes ar 
discussed below. 

Under existing court decisions, unless a seizure under section | of title VI of 
the Espionage Act, of merchandise which is being or is intended to be illegally 
exported or the transporting vehicle, vessel, or aircraft is effected prior to exporta 
tion of the merchandise, no seizure may be made of either the merchandis 
of the transporting carrier upon return to this country, notwithstanding 
fact that the merchandise was illegally exported. It would seem that the act 
illegal exportation is as serious a matter as the attempt to carry out such exporta 
tion and therefore should be penalized. The proposed legislation would amend 
the Expionage Act to provide not only for seizure and forfeiture of articles or 
merchandise which are being or are intended to be illegally exported, and 
vehicle, vessel, or aircraft in which exportation is intended to be accomplished 
but also for seizure and forfeiture of articles or merchandise actually tlegal 
exported and the vehicle, vessel, or aircraft used in the accomplishment of th: 
illegal exportation. 

Section 1 of title VI specifically designates as seizing officers ‘the several col- 
lectors, comptrollers of customs, surveyors, inspectors of customs, and marshals 
and deputy marshals of the United States, and every other person duly authorized 
for the purpose by the President.’ Under Reorganization Plan No. 26 of 1950 
(15 F. R. 4935), all functions vested in officers and e mployees of the customs se: 
ice were transferred to the Secretary of the Treasury. The proposed legislatior 
would amend section | of title VI to reflect this situation by vesting the power 1 
seize or detain in the Secretary of the Treasury or any other person duly authorized 
by the President. 

Section 2 of title VI of the Espionage Act requires that the person making t! 
seizure shall apply within a reasonable time, not exceeding 10 days from the dat 
of seizure to the judge of the United States district court for a warrant to justif 
the further detention of the seized property. It further provides that if a time! 
warrant is not secured, the seized property shall be restored to the owner or perso! 
from whom seized. This procedure results in a considerable amount of extr 
work not only for the seizing officer, but also for the United States attorney an 
the court. There would seem to be no reason why such an extreme safeguard 
should be granted in the case of merchandise, such as arms, munitions, and impk 
ments of war, seized when about to be illegally exported, when such a safeguard 
is not prescribed in cases involving seizure of similar merchandise illegally im 
ported. Seizures of arms, munitions, and implements of war illegally imported 
are made under the authority of United States Code, title 18, section 545. Pur 
thermore, this procedure is not provided for in connection with seizures of m 
chandise imported in violation of the customs laws. 

The proposed legislation would repeal those provisions of title VI which provid 
for the complicated procedure and would substitute in lieu therefor the seizur 
and condemnation proceedings provided under the customs laws of the United 
States. Such an amendment would eliminate the warrant of detention required 
under section 2; permit seizures valued at $1,000 or less, including many which 
will be too small to warrant consideration by the United States district courts, t 
be forfeited administratively by collectors of customs, unless the prescribed steps 
are taken by the owners or claimants to transfer the cases to the courts as pro- 
vided for in sections 606-609 of the Tariff Act of 1930. It would further permit 
the Secretary of the Treasury to remit any forfeiture where he finds that it was 
incurred without willful negligence or without intention to violate the law or 
where he finds other mitigating circumstances. The amendment would make for 
uniformity and would result in cases being handled more efficiently and expedi- 
tiously than is possible under the present provisions of the Espionage Act. Fur- 
thermore, the t Inited States attorneys and the courts would be relieved of the 
long drawn-out and expensive proceedings now required to effect forfeitures of 
seizures of small value. 
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It would be appreciated, therefore, if you would lay the proposed bill before 
‘he Senate. A similar proposed bill has been transmitted to the Speaker of the 
House of Representatives. 

The Department has been advised by the Bureau of the Budget that there is 

) objection to the submission of this proposed legislation to the Congress. 

Very truly yours, 
H. CHapmMan Rose, 
Acting Secretary of the Treasury. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (e xisting law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Act oF JUNE 15, 1917 (Cn. 30, Tirte VI, Sec. 1, 40 Star. 223, as AMENDED 
BY THE Act oF JUNE 17, 1930, Cu. 497, Trrie IV, Sec. 523, 46 Srar. 740; 
22 U.S. C. 401; (1946 Ep.)] 


§ 401. Seizure of war materials intended for unlawful export generally; forfeiture. 


[Whenever an attempt is made to export or ship from or take out of the United 
States any arms or munitions of war, or other articles, in violation of law, or when- 
ever there shall be known or probable cause to believe that any such arms or 

nitions of war, or other articles, are being or are intended to be exported, or 
shipped from, or taken out of the United States, in violation of law, the several 
collectors, comptrollers of customs, surveyors, inspectors of customs, and marshals, 
and deputy marshals of the United States, and every other person duly authorized 
for th e purpose by the President, may seize and detain any articles or munitions 
of war about to be exported or shippe d from, or taken out of the United States, in 

ol: ation of law, and the vessels or vehicles containing the same, and retain posses- 
sion thereof until released or disposed of as directed in sections 402-408 of this 

If upon due inquiry as provided in such sections the property seized shall 
pear to have been about to be so unlawfully exported, shipped from, or taken 

t of the United States, the same shall be forfeited to the United States. ] 

a) Whenever an attempt is made to export or ship from or take out of the United 
les any arms or munitions of war or other articles in violation of law, or whenever 
s known or there shall be probable cause to believe that any arms or munitions of 

r or other articles are intended to be or are being or have been exported or removed 
from the United States in violation of law, the Secretary of the Treasury, or any per- 
son duly authorized for the purpose by the President, may seize and detain such arms 
or munitions of war or other articles and may seize and detain any vessel, vehicle, or 
aircraft containing the same or which has been or is being used in exporting or attempt- 
ing to export such arms or munitions of war or other articles All arms or munitions 
of war and other articles, vessels, vehicles, and aircraft seized pursuant to this subsec- 
tion shall be forefeited. 

(b) All provisions of law relating to seizure, summary and judicial forfeiture and 
ondemnation for violation of the customs laws, the disposition of the property forfeited 
or condemned or the proceeds from the sale thereof the remission or mitigation of such 
forfeitures. and the compromise of claims and the award of compensation to informers 
in respect of such forfeiture shall apply to seizures and forefeitures incurred, or 
alleged to have been incurred, under the provisions of this section, insofar as applicable 
and not inconsistent with the provisions hereof. Awards of compensation to informers 
inder this section may be paid only out of funds specifically appropriated therefor. 

(c) Arms and munitions of war forfeitured under subsection (b) of this section shall 
be delivered to the Secretary of Defense for such use or disposition as he may deem in 
the public interest, or, in the event that the Secretary of Defense refuses to accept such 
arms and munitions of war, they shall be sold or otherwise disposed of as prescribed 
under existing law in the case of J forfeitures for violation of the customs laws. 

Sec. 2. Sections 2, 3, 5, and 7 of the Act of June 15, 1917 (ch. 30, title VI, 40 
Stat. 224-225; U.S. C., 1946 edition, title 22, secs. 402, 403, 405, 407), and section 
4 of such Act, as amended by the Act of March 1, 1929 (ch. 420, 45 Stat. 1423; 
U.S. C., 1946 edition, title 22, sec. 404), are repealed. 


0 








ve 
Uy); wt42 


Hey oe Calendar No. 110 


83p CONGRESS , SENATE { REPORT 
No. 115 


Ist Session —J- ~ 


S 


ot 


~~“ 
“Pes 5, 


RESPECTING CIVIL ACTIONS AND TRIAL BY JURY IN 
CERTAIN TAX CASES 


Marcu 20, 1953.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany S. 252] 


The Committee on the Judiciary, to which was referred the bill 
(S. 252) to permit all civil actions against the United States for 
recovery of taxes erroneously or illegally assessed or collected to be 
brought in the district courts with right of trial by jury, having con- 
sidered the same, reports favorably thereon, with amendments, and 
recommends that the bill, as amended, do pass. 


AMENDMENTS 


On page 2, line 7, strike out “the” and insert in lieu thereof “either”. 
On page 2, line 7, strike out “bringing” and insert “to”. 


PURPOSE OF AMENDMENTS 


The purpose of the amendments is to permit a jury trial at the 
request of either the United States or the taxpayer plaintiff. 


PURPOSE OF BILL 


The purpose of the bill is to permit taxpayers to bring actions for 
recovery of internal-revenue taxes alleged to have been assessed or 
collected erroneously or illegally, in Federal courts of the jurisdictions 
in which they reside, and to preserve the right of trial by jury in such 
cases. 
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HEARINGS 


Hearings on this bill were held. March 6, 1953, at which all witnesses 
desiring to be heard, of whom the committee had any notice, were 
present and were permitted to testify. Witnesses included the sponsor 
of the bill, the senior Senator from Georgia, Mr. George; Elbert P 
Tuttle, General Counsel of the Tresaury Department; Maso B. Leming 
Assistant Chief Counsel, Bureau of Internal Revenue; Norman | 
Sugarman, Assistant Commissioner, Bureau of Internal Revenue: and 
Mr. W. A. Sutherland, representing the tax section of the American 
Bar Association. 

UNANIMITY OF TESTIMONY 


All witnesses who appeared at the hearing on the bill testified in 
favor of its enactment. The General Counsel of the Treasury Depart- 
ment, Mr. Elbert Tuttle, testified that the Department favors the 
passage of the bill on exactly the same grounds as advocated by the 
sponsor of the bill, Senator George. There was some discussion, 
during the hearings, of possible amendments to the bill which would 
broaden its scope, so as to accomplish some purposes not originally 
intended. The Subcommittee on Improvements in Judicial Machin- 
ery felt that such broadened provisions would fall more properly within 
the jurisdiction of the Committee on Finance than the Committee on 
the Judiciary, and therefore reported the bill without any such 
broadening provisions. The full committee concurs in this view 
Some of the suggestions thus made during the hearings on S. 252 seem 
sound, and failure to implement them in the bill is not to be taken as 
disapproval by either the Committee on the Judiciary or its Subcom- 
mittee on Improvements in Judicial Machinery. Simply, it has been 
deemed the part of wisdom by the committee to restrict the bill to its 
original purposes. 

PRESENT SITUATION 


At the present time a taxpayer aggrieved by an alleged erroneous or 
illegal assessment or collection of internal-revenue tax may bring a 
personal action against the State Director of Internal Revenue for the 
State in which the collection was made, or may sue in the Court of 
Claims, naming the United States as defendant; or may, under section 
1346 of title 28, sue the United States, in the district in which he 
resides, if his case does not exceed in controversial amount the sum of 
$10,000. If he sues under section 1346 he has no right to a jury trial 
If he sues in the Court of Claims he has no right to a jury trial. If he 
sues the State director, in his individual capacity, he may have a jury 
trial. 

SITUATION UNDER 8. 252 


If S. 252 should be enacted into law, a taxpayer would still have the 
right to bring his action in the Court of Claims, just as at present; and 
he would retain also his right to bring an action against the State 
Director of Internal Revenue in his personal capacity. A taxpayer 
would also have the right, without regard to the amount in contro- 
versy, to bring an action against the United States in the United States 
district court for the district in which he resides; and in such an action, 
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trial by jury could be had upon request of either the taxpayer or the 
Government. 

As the General Counsel for the Treasury Department testified 
record, p 14) there is no class of actions that could be brought under 
this proposed legislation which could not be brought under the present 
law against the State director. This bill gives no new substantive 
rights to the taxpayers; it simply makes it easier for them, more con- 
venient for them to sue in the jurisdiction in which they reside. This 
bill would have no effect with respect to jury trials in the case of actions 
in the Court of Claims. 
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JUDICIAL REVIEW OF CERTAIN TAX COURT DECISIONS 


Marcu 20, 1953.—Ordered to be printed 


Marcu 25, 1953.— Withdrawn and amended report submitted 


Mr. McCarran, from the Committee on the Judiciary, submitted the 
following 


VLEPORT 


[To accompany S. 984] 


The Committee on the Judiciary, to which was referred the bill 
(S. 984) making provision for judicial review of certain Tax Court 
decisions, having considered the same, reports favorably thereon, with 
amendments, and recommends that the bill, as amended, do pass. 


AMENDMENTS 


On page 1, line 5, strike out “1954” and insert in lieu thereof 
*3952.”” 


On page 2, line 1, strike out “11954” and insert in lieu thereof 
"1962." 


PURPOSE OF AMENDMENTS 


The purpose of the amendments is to make the bill effective with 
respect to all decisions entered after January 1, 1952. The Treasury 
Department, through its General Counsel, indicated that it preferred 
the effective date of January 1, 1953, while the American Bar Associ- 
ation preferred the effective date of January 1, 1952. The committee 
after study is constrained to accept the date recommended by the 
American Bar Association. 


PURPOSE OF BILL 


The purpose of this bill is to eliminate the prohibition against appeal 
of Tax Court decisions to the courts of appeals in cases involving the 
application of section 722 relating to abnormalities. If this bill is 
enacted, appeal will be allowed in such cases in the same manner that 
other decisions of the Tax Court may be appealed. 
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HEARINGS 


A hearing on this bill was held on Wednesday, March 11, 1953. 
Witnesses included the General Counsel of the United States Treasury 
Department, and representatives of the American Bar Association 
There was no objection to the bill at the hearing. The only question 
concerning which there was a difference was with respect to thy 
effective date of the bill’s provisions. 


BAR ASSOCIATION APPROVAL 


The House of Delegates of the American Bar Association has 
specifically approved and recommended the enactment of legislation 
such as embodied in this bill. 


NEED FOR LEGISLATION 


As the American Bar Association has pointed out, the Tax Court 
of the United States functions in much the same manner as a Federal 
district court. Its decisions are generally reviewable by the courts 
of appeals in all cases except the abnormality cases here discussed 
When the Supreme Court, by a decision, limited the general right of 
review of Tax Court decisions, the Congress reversed the decision }y 
amending the Judicial Code to provide that Tax Court decisions shoul 
be reviewable in the same manner as judgments of the district court 

However, when the excess-profits tax laws were enacted after 
World War II, providing for substantially confiscatory taxes, Congress 
recognized that there would be abnormal cases which should not be 
subjected to the general rule, and made provision for a special compu- 
tation of the tax in such abnormal cases. This provision is contained 
in section 722 of the Internal Revenue Code. The statute gave th 
taxpayer, in the event his claim under section 722 was disallowed by 
the Commissioner of Internal Revenue, the right to file a petitior 
with the Tax Court for trial upon the facts and the law. The Tax 
Court’s jurisdiction in such cases is covered by section 732 of the 
Internal Revenue Code. 

The record indicates that under section 732, it is the practice to 
refer a judge’s decision on a section 722 matter to several other judges 
before 1t is communicated to the parties and to issue the decision if 
these other judges make no objection. Under this procedure, no 
opportunity is given the parties to make assignments of error against 
the trial judge’s decision, nor are the parties given opportunity to 
be heard after receiving the decision. 

It is clear that redeterminations by the Tax Court under these 
particular sections involve decisions on questions of applicable law, 
as well as decisions with respect to the facts. There is no reason to 
believe that the Tax Court will be infallible in all its decisions on 
matters of law under these sections, any more than the Court 1s 
expected to be infallible in its other decisions. In the view of the 
committee, taxpayers aggrieved or injured by a wrong conclusion of 
the Tax Court in a case under one of these particular sections has just 
as much right to have recourse to a court of appeals as he would have 
if a decision went against him under some other section. The right 
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of appeal from a decision of a trial court is a fundamental concept of 
American justice. 


1953, Enactment of this bill, which will give a right of appeal in these 
Sury [) special cases, in exactly the same manner and form as appeals are 
tion now available in all other cases, impresses the committee as a matter 
stion of sound principle and elementary justice. No opposition to the 
th bill having been received, and the Treasury Department having 


specifically assented to all the provisions except the effective date, 
the committee recommends the measure to the Senate for favorable 
consideration. 
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APPROVING A CONVEYANCE MADE BY THE CITY OF 
CHARLESTON, 8S. C., TO THE SOUTH CAROLINA STATE 
PORTS AUTHORITY 


Marcu 20, 1953.— Ordered to be printed 


Mr. Tosry, from the Committee on Interstate and Foreign Commerce, 
submitted the following 


REPORT 


[To accompany S. 1082} 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (S. 1082) to approve a conveyance made by the 
city of Charleston, S. C., to the South Carolina State Ports Authority, 
of real property heretofore granted to said city of Charleston by the 
United States of America, havi ing considered the same, report favor- 
ably thereon without amendment and recommend that the bill do 
pass. 

On May 27, 1936, the United States conveyed an Army-base 
property to the city of Charleston, S. C., under the authorization of 
an act of Congress (49 Stat. 1387). The deed from the United States 
contained a provision that the city should not transfer or convey the 
title to the property to any person, firm, or corporation, and also a 
provision that the property could be taken by the President for the 
use of the Army in any period of national emergency. The act of 
May 27, 1936, required these provisions to be stipulated in the deed. 

This last provision is not disturbed by the present bill. The 
property can still be taken by the President for the use of the Army 
in any period of emergency. 

The city of Charleston is allowed to convey to the State. However, 
some Government lawyers, while conceding that the South Carolina 
State Ports Authority is an agency of the State government and a 
part of the State government, are of the opinion that the words 
“person, firm, or corporation” might include a corporation wholly 
owned and controlled by the State. 

Of course, that is a very strict and narrow interpretation. It could 
not have been the congressional intent to prevent the States from 
acting through their own corporations in using this property. Ob- 
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viously, the congressional purpose was to prevent the transfer of title 
to any private person, firm, or corporation. The Senate and House 
committee reports do not indicate that anything else was intended 
than to maintain public rather than private ownership. 

S. 1082, introduced by Senator Maybank at the request of the 
South Carolina State Ports Authority, merely declares that the pro- 
hibition against transferring or conveying the title to the property to 
any person, firm, or corporation shall not be deemed applicable to the 
transfer of title from the city of Charleston, a political subdivision of 
the State, to the South Carolina State Ports Authority, an agency of 
the State of South Carolina. The ownership will still be public and 
not private. 

This bill is in the nature of a simple clarification of the law, and 
your committee recommends that it pass in order to remove any 
cloud that may exist in the title of the South Carolina State Ports 
Authority, an agency and a part of the government of South Carolina; 


O 











Calendar No. 114 


Ist Session 


33p Condkess | SENATE Report 
No. 118 





ESTABLISHMENT OF A NEW COMMISSION TO REGULATE 
PUBLIC TRANSPORTATION OF PASSENGERS WITHIN 
THE WASHINGTON METROPOLITAN AREA 


Marcu 20, 1953.—Ordered to be printed 


Mr. Jonnson of Colorado, from the Committee on Interstate 
Foreign Commerce, submitted the following 


REPORT 


{To accompany S. 922] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (S. 922) to provide for a Commission to regulate 
the public transportation of passengers by motor vehicle and street 

railroad within the metropolitan area of Washington, District of 
Columbia, having considered the same, reports favorably thereon 
without amendment and recommends that the bill do pass. 


PURPOSE AND NEED OF THE LEGISLATION 


This bill, S. 922, provides for a Metropolitan Area Transit Com- 
mission in which would be vested the necessary powers to regulate 
the public transportation of passengers by motor vehicle and street 
railway within the so-called metropolitan area. This area (herein 
referred to as “area’’) includes the District of Columbia, the counties 
of Montgomery and Prince Georges in Maryland, the counties of 
Arlington and Fairfax, and the cities of Alexandria and Falls Church 
in Virginia. 

5. 922 is a “clean bill,” the result of extensive committee hearings 
on S. 1868, which would direct the Interstate Commerce Commission 
to make a study of the area transit problem; and on Senate Joint 
Resolution 135, 82d Congress, which would provide congressional 
authorization to the States of Maryland and Virginia to enter into 
a compact with the government of the District of Columbia to pro- 
vide for the regulation of passenger transportation by motor vehicle 
in the metropolitan area. The committee felt, however, that a more 
direct approach to the problem was desirable. Inasmuch as the 
Congress possesses the power to regulate interstate commerce and 
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also to govern the affairs of the District of Columbia, the commitiee 
believes that the two areas of congressional jurisdiction can be com- 
bined to provide directly for a Metropolitan Transit Commission and 
to vest in it the necessary authority to regulate commercial-passengey 
transportation in the area. This authority would, in turn, be taken 
from the Public Utilities Commission of the District of Columbia and 
the Interstate Commerce Commission. Except for a slight modi- 
fication, an identical bill, S. 3296, was reported favorably by your 
committee in the closing days of the last Congress. 

Over the last few years, investigations, studies, reports, and recom- 
mendations have all been made with monotonous regularity by many 
groups, public, private, formal, and informal, regarding the District 
of Columbia transit problem—yet the committee notes that this prob- 
lem has grown increasingly worse. One fundamental factor is con- 
sidered to be basically responsible. In an area which is economically 
and sociclogically unified, a multiplicity of political authorities has 
caused the regulation of public transportation to be conducted in un- 
related pieces and parts. An area which should be unified has been 
broken up into separate geopolitical units. 

Much of the regulation of the intrastate traffic of this area has been 
conducted from State capitols far removed in body and spirit from 
the problems of the metropolitan area. As a result, a system of con- 
necting lines has developed instead of a system of through routes with 
transfer privileges. 

Almost all the specific problems of rates and fares, routes, stops, 
schedules, etc., have evolved from this unfortunate condition; but it 
is a condition which Congress is capable of solving, and one which 
the Congress should solve. 

There is no need for this report to delve into the many technical 
problems surrounding through routes, rates, schedules, rate of return, 
coordination, etc., which would be regulated by the proposed Metro- 
politan Area Transit Commission. It should suffice merely to men- 
tion a few of the compelling reasons why such a solution to the problem 
should be attempted. 

The metropolitan area in and surrounding Washington, D. C., offers 
a unique problem in municipal planning. Washington itself is the 
seat of the Federal Government; and there is little or no significant 
industrial or economic activity in the area which is unrelated to or 
does not depend upon the Government and its employees for its 
existence. 

Daily, many thousands of people living outside the District of 
Columbia, in nearby Maryland and Virginia, must travel to and from 
their occupations iu the many Government buildings in Washington; 
and to a lesser extent, others travel outward from Washington to 
Government establishments or businesses on the outskirts of the 
District or across the line in Virginia and Maryland. The city of 
Washington and the Federal Government, therefore, function as a sort 
of metropolitan center, outward from which, with no regard for 
artificial political barriers, has spread its economic and social influence 
roughly in concentric circles. It necessarily follows that where there 
are common economic and social interests, and where the urban 
development of a metropolitan area is continuous and not sharply 
divided at political boundary lines, it is important that basic planning 
be established for the entire area and not for each separate section. 
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The lifeline of any metropolitan area, made up of contiguous sub- 
communities, is its transportation system. This is espec ially true of 

the Washington metropolitan area. It isa matter of common knowl- 
edge that the Washington area has not enjoyed the service it — 
This closely knit, single metropolitan area is presently served by 
transit industry consisting of some 14 distinct and se parate operating 
companies. Even the operations of the four major carriers are 
separate and uncoordinated. In addition to this condition, further 
conflict and confusion has been brought about by the existence of 
four regulatory bodies, more or less regulating public transportation 
in this area, each of which acts independently and sometimes at odds 
with each other. 

The basic and readily apparent failure of the transit industry has 
been its failure to make operations conform to the character of the 
Washington metropolitan area and the area’s characteristics as to 
traflie demands and traffic potentials. For many vears, especially 
since the end of World War II, those communities of the metropolitan 
area Which lie outside the District boundaries have been growing much 
more rapidly than the District itself. From 1947 to 1950, the District 
population decreased by 7 percent while the outlying populations in- 
creased by 29 percent. In 1947, 84 percent of all employment in the 
metropolitan area was concentrated within the District of Columbia, 
though only 63 percent of the area’s population lived in the District. 
This trend has continued; in 1950 only 55 percent of the total popula- 
tion remained within the District boundaries. It becomes fairly obvi- 
ous, then, that the areas surrounding the District could not live with- 
out the jobs of central Washington; and likewise the District could not 
long survive without the areas in Maryland and Virginia which are 
now essential parts of the metropolitan region. The need for efficient 
transportation between the District and other portions of the metro- 
politan area is manifest. 

Yet, in spite of this obvious need, the facts clearly show that the 
metropolitan area does not have adequate public transportation, with 
the result that thousands have resorted to the use of private automo- 
biles. Between 1947 and early 1950, the number of revenue passen- 
gers carried by the four major carriers in the metropolitan area de- 
creased by 32 percent, although the area’s population increased 6 
percent. During this same period, overall activity was increasing 
in the area, along with its population, while the number of vehicle 
miles provided by the four major carriers decreased by 19 percent a 
passenger fares ‘increased in some instances 100 percent. Here i 
evidence of a vicious cycle: passenger loss, fare increase, service re- 
duction, passenger loss. In the vear 1950-51, passengers decreased 
another 5 percent, service was entirely abandoned to certain areas in 
Marvland, and total miles of service were reduced by 3 percent among 
the four major carriers. 

The impact of this deteriorating service on all phases of metropolitan 
activity, Government, business, group and individual morale, and so 
forth, is extremely serious. In a letter to the Interstate Commerce 
Commission, the Judge Advocate General of the United States Air 
Force, commenting on behalf of all the executive agencies of the 
United States Government stated: 


A large number of personnel employed by the Department of Defense and other 
executive agencies of the United States Government, residing in the Washington, 
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D. C., metropolitan area, are required to travel over transportation lines of two 
or more companies in order to reach their places of employment in the District 
of Columbia or counties of Virginia and Maryland adjacent thereto. 

The present lack of adequate transfer arrangements and proper scheduling as 
between transportation companies, the failure to establish through routes, and, 
except for the relief afforded through the joint fare ordered by the C ommission 
in [eo nger fares between the District of Columbia and ne arby Virginia (256 

C. 769, et al.), the separate fares charged by the companies involved result 
in unreasonable transportation costs and in unnecessary delay in travel by such 
employees, making it difficult for the Government to retain and recruit personnel! 


ECONOMIC AND SOCIAL EFFECTS 


Two principal factors, both of which the committee feels can be 
successfully solved by the proposed metropolitan area Commission, 
account for the present difficulty and indirectly for a large part of the 
resulting economic and social costs. First, there is no integrated 
transfer system between carriers whereby the cost of a through trip 
can be equitably divided between the carriers and thus allowing pas- 
senger fares to be reduced to a minimum. As a result, the passenger 
who uses 2 or more transit companies on 1 trip must pay 2 or more 
fares. Second, passenger service is primarily uncoordinated, especially 
in regard to routing and scheduling. The routes of carriers carrying 
passengers in and out of the District terminate in the heart of down- 
town Washington. Off-street terminal space is provided by some of 
the smaller carriers; however, the majority of the busses Lave on-street 
terminal space. On-street terminal space creates a congestion prob 
lem during peak periods. Furthermore, little consideration is given 
to the requirements of passengers who are forced to proceed from 
downtown Washington to their places of occupation by additional 
uncoordinated transportation. 

It should suffice only to mention a few of the social and economic 
costs associated with an inefficient public transit system to appreciate 
the seriousness of this problem. 

As inferior service grows and fares increase, fewer passengers use 
public transportation. More private automobiles appear on already 
crowded streets, slowing up both private and public transportation, 
interfering with business and Government operating efficiency, lower- 
ing morale of workers, and adding pressures for further expansion of 
street, highway, and bridge facilities. The added tax burden from 
these expenditures is joined to the inevitably higher costs of private 
automobile transportation, and with an increase in the latter, fewer 
and more expensive parking facilities are found to be available. 
The impact grows heavier as the use of private automobiles takes more 
business away from the downtown areas and congests that already 
there, in addition to adding general discomfort, inconvenience, and 
wasted time to all trips in and out of metropolitan Washington. 

The ineffectiveness of existing regulation has encouraged the per- 
petuation of these conditions. The four separate regulatory bodies 
in the area act independently, often at odds with each other. The 
District of Columbia Public Utilities Commission regulates the service 
and rates of the Capital Transit Co. for its service within the District; 
it also allocates routes within the District of Columbia to outside 
carriers, but restricts these routes so as to avoid competition within 


1 Hearings before the Committee on Interstate and Foreign Commerce, U. 8. Senate, on 8. 1868, and 
8. J. Res. 135, 82d Cong., 2d sess., pp. ——. 
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the District. The Maryland Public Service Commission and the 
Virginia State Corporation Commission regulate service and rates 
on an intrastate basis within their respective States. Each of these 
State commissions is geographically far removed from the metro- 
politan Washington area. Sie 

The Interstate Commerce Commission regulates interstate service 
and rates but not the interstate service and | rates performed by con- 
necting lines, except for the one instance regarding the Pentagon joint- 
fare arrangement. Transit trips between Maryl: ind and the District 
are served by a combination of intrastate services. Interstate transit 
movements between Virginia and the District are served by a combi- 
nation of the Virginia intrastate service, the interstate service up to 
the Virginia company terminals or existing connecting points over the 
Virginia company routes, and the intra-District service. They are the 
sum of Virginia interstate fares set by the Interstate Commerce Com- 
mission and the intra-District fares set by the District Commission. 

The establishment of a coordinated transportation system in this 
area can be accomplished, in spite of the existing separate ownership 
of facilities, by the establishment of a unified regulatory agency. A 
single regulator vy agency would not be a panacea to yall transit problems, 
but it would be a decided i improvement over the present arrangement. 


SCOPE OF THE LEGISLATION 


This bill provides for the establishment of the Washington Metro- 
politan Area Transit Commission, in which agency shall be vested 
authority over the regulation of all carriers of passengers by motor 
vehicle and street railroad within the metropolitan area. The metro- 
politan area is defined as including the District of Columbia, the 
counties of Montgomery and Prince Georges in the State of Maryland, 
and the counties of Arlington and Fairfax and the cities of Alexandria 
and Falls Church in the State of Virginia. 

Intrastate travel entirely within the States of Virginia and Maryland 
is specifically excluded from the application of this bill. 

The Washington Metropolitan Area Transit Commission (herein re- 
ferred to as the Commission) would be an independent ageney within 
the executive branch of the Government. Its three members would 
be appointed by the President and confirmed by the Senate. The 
bill provides that all three members of the Commission shall have 
resided, for at least 2 years prior to appointment, within the metro- 
politan area. Appointments will be made from residents of the 
Washington metropolitan area. It should be noted that no qualifi- 
cation has been established regarding citizenship or voting residence 
of the prospective appointees—2-year residences are sufficient to 
meet the standards established by this bill. The bill also provides 
that not more than two Commissioners shall be members of the same 
political party. Their salary is set at $15,000 annually. Provision 
for removal of Commissioners, selection and duties of a Chairman, 
and the employment of personnel are provided in the bill. Particular 
attention has been devoted to establishing the independence of 
Commissioners. 

The bill transfers all functions of the Public Utilities Commission 
of the District of Columbia with respect to all carriers of passengers 
by motor vehicle and street railroad to the new Commission, and 
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provides for (1) continued application of the provisions of Publi 
Law 435, 62d Congress applicable to such carriers; (2) transferra| 
of records of the District Publie Utilities Commission, pertaining t, 
the transferred functions, to the new Commission; (3) continuance 
of regulations, permits, ete., issued by the District Public Utilities 
Commission until superseded by the Commission; (4) inapplic ability 
of any provision of law granting the Interstate Commerce Commissior 
authority over transportation “subject to this act after the date of 
enactment, though, as above, continuation is provided for its regula- 
tions, permits, etc., until superseded by the area transit Commission 
and (5) nonabatement of any legal proceeding by or against thy 
District Public Utilities Commission or any officer of the Unit 
States in relation to the functions transferred under this bill. 

In regard to the Commission itself, the bill vests it with the powe 
to establish reasonable requirements for the operations of carriers 
under its jurisdiction and to promulgate regulations necessary to carry 
out the provisions of this bill. The bill further provides such routin 
stipulations as: applicability of the Administrative Procedures Act 
permission to use facilities, services, and so forth, of other executiy: 
agencies; annual report to Congress; separability of the bill’s provisions 
and authorization for necessary appropriations. 

Finally, the bill contains a grandfather clause, providing that car- 
rier operations which are bona fide on the date of enactment, evel 
though no certificate or permit has been previously issued, shall b: 
certified without further proceedings and without the necessity of 
proving that public convenience and necessity will be served by such 
operation—provided such certificate is made within 120 days after 
the enactment of this bill. 

O 
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PERMITTING CANADIAN VESSELS 10 TRANSPORT MERCHANDISE 
AND PASSENGERS BETWEEN ALASKAN PORTS AND CONTI- 
NENTAL UNITED STATES FOR A TEMPORARY PERIOD 


Marcu 20, 1953.—Ordered to be printed 


Mr. Maanvson, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany S. 719] 


” The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 719) to provide transportation on Canadian vessels 
between Skagway, Alaska, and other points in Alaska, between 
Haines, Alaska, and other points in Alaska, and between Hyder, 
Alaska, and other points in Alaska or the continental United States, 
either directly or via a foreign port, or for any part of the transporta- 
tion, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to extend until June 30, 1954, a temporary 
provision of the law for the establishing of adequate transportation 
facilities for passengers between Skagway, Alaska, and other points 
in Alaska, between Haines, Alaska, and other points in Alaska, and 
passengers and merchandise between Hyder, Alaska, and other points 
in Alaska, or the continental United States, either directly or via a 
foreign port, by granting to Canadian-flag vessels only authority to 
operate in such services. 

The schedules of the American company providing freight service to 
Skagway and Haines show no passenger service to those ports. In 
the case of Hyder, Alaska, the lack of transportation for both passen- 
gers and merchandise has been more acute. The port, though small, 
is important because of the mining production there of tungsten, a 
vital material. Without adequate transportation, the mine will be 
forced to suspend operations with a consequent loss, not only of val- 
uable ore concentration, but of employment to a number of Alaskan 
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citizens. Operators of American-flag vessels have been unwilling to 
service the port of Hyder. 

The Alaska Steamship Co., the only American company serving 
Alaska, has no objections to this legislation. 


CHANGES IN EXISTING LAW 


This legislation does not change existing law. It merely extends 
~S ? 5 5 : 
the period of operation for 1 year. 


ALASKA STEAMSHIP Co.,, 
Seattle 4, Wash., February 9, 14 
Senator CHarues W. Tosey, 
Senate of the United States, Washington, D. C. 

Dear Senator Tosey: This bill, 8. 719, was introduced by you in the Senate 
on January 29, 1953, and is intended to provide transportation on Canadian 
vessels between Skagway, Alaska, and other points in Alaska, between Haines 
Alaska, and other points in Alaska, and between Hyder, Alaska, and other points 
in Alaska or the continental United States, either directly or via a foreign port, or 
for any part of the transportation. This bill is identical to S. 2721 which was 
introduced February 25, 1952. 

Alaska Steamship Co. does not oppose the extension of the waiver of the law to 
carry out the intent of the bill. 

Sincerely yours, 
ALASKA STEAMSHIP Co., 
F. A. ZEUSLER, 
Executive Assistant to the President, 


THE SECRETARY OF COMMERCE, 
Washington 25, March 17, 1958 
Hon. Cuartes W. Tosey, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


Dear Mr. CratrMan: This letter is in further reply to your request of January 
30, 1953, for the views of this Department concerning §S. 719, a bill to provide 
transportation on Canadian vessels between Skagway, Alaska, and other points 
in Alaska, between Haines, Alaska, and other points in Alaska, and between 
Hyder, Alaska, and other points in Alaska or the continental United States, either 
directly or via a foreign port, or for any part of the transportation. 

The bill provides that until June 30, 1954, notwithstanding the provisions of 
law to the contrary (46 U.S. C., secs. 289 and 883), passengers may be transported 
on Canadian vessels between Skagway, Haines, Hyder, and other points in 
Alaska or in the continental United States, directly or via a foreign port. It also 
provides that such Canadian vessels may transport merchandise between Hyder 
and other ports and points above enumerated. 

Under Public Law 387, 82d Congress, approved June 11, 1952 (66 Stat. 133), 
permission for such transportation of passengers and merchandise expires June 30, 
1953. 

In recommending the passage of 8S. 2721, 82d Congress, which became Public 
Law 387, the Senate Committee on Interstate and Foreign Commerce stated: 

“The 1950, 1951, and 1952 schedules of the American company providing 
freight service to Skagway and Haines show no passenger service to those ports 
In the case of Hyder, Alaska, the lack of transportation for both passengers and 
merchandise has been more acute. The port, though small, is important because 
of the mining production there of tungsten, a vitally strategic material. Without 
adequate transportation, the mine will be forced to suspend operations with 4 
consequent loss, not only of valuable ore concentration, but of employment to 4 
number of Alaskan citizens. Operators of American-flag vessels Have been unwill- 
ing to service the port of Hyder” (S. Rept. No. 1218, 82d Cong. (See also 5. 
Rept. No. 419, 82d Cong.). 
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During the past year, no new steamship service has been established 

American operators with respect to southeastern Alaska, nor, to our knowledge, 
are any additional services contemplated. 

In view of the prospective continued inadequacy of United States flag service for 

; area of Alaska, the Department of Commerce recommends enactment of 
S. 719 

We have been advised by the Bureau of the Budget that it would interpose no 
objection to the submission of this report. 

If we can be of further assistance in this matter, please call upon us. 

Sincerely yours, 
Ropert B. Murray, Jr., 
Acting Secretary of Commerce. 


Marcu 9, 1953. 
Hon. CHaRLEs W. Tosey, 


Chairman, Committee on Interstate and Foreign Commerce 
United States Senate, Washington, D. C. 

My Dear Mr. CuarrMan: Further reference is made to your letter of January 
30, 1953, requesting a statement of this Department’s views on the bill S. 719, 
to provide transportation on Canadian vessels between Skagway, Alaska, and 
other points in Alaska, between Haines, Alaska, and other points in Alaska, and 
between Hyder, Alaska, and other points in Alaska or the continental United 
States, either directly or via a foreign port, or for any part of the transportation. 

The bill would permit, until June 30, 1954, the transportation described in the 
title, notwithstanding the prohibition contained in section 8 of the act of June 18, 
1886, as amended (46 U. 8S. C. 289), and section 27 of the Merchant Marine Act, 
1920, as amended (46 U. S. C. 883). It would thus extend for another year the 
one year exemption provided by Public Law 387, 82d Congress. 

The Department will interpose no objection to the enactment of S. 719. 

The Department has been advised by the Bureau of the Budget that there is 
no objection to the submission of this report to your committee. 

Very truly yours, 


, 


H. CHapmMan Rosse, 
Acting Secretary of the Treasury. 


Marcu 12, 1953. 
Hon. CHARLES W. ToseEy, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 


My Dear Senator Tosey: Reference is made to your letter of January 30, 
1953, requesting the views of the Department with regard to S. 719, a bill to 
provide transportation on Canadian vessels between Skagway, Alaska, and other 
points in Alaska, between Haines, Alaska, and other points in Alaska, and 
between Hyder, Alaska, and other points in Alaska or the continental United 
States, either directly or via a foreign port, or for any part of the transportation.” 

Insofar as the interests of the Department are concerned, no objection is 
perceived to the enactment of the proposed legislation. 

The Department has been informed by the Bureau of the Budget that there 
is no objection to the submission of this report. 

Sincerely yours, 
Turuston B. Morton, 
Assistant Secretary 
(For the Secretary of State.) 
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EXTENDING FOR AN ADDITIONAL 2 YEARS THE EXISTING 
PRIVILEGE OF FREE IMPORTATION OF GIFTS FROM MEMBERS 
OF THE ARMED FORCES OF THE UNITED STATES ON DUTY 
ABROAD 


Marcu 20, 1953.—Ordered to be printed 


Mr. Miuirkin, from the Committee on Finance, submitted the 
following 


REPORT 


(To accompany H. R. 3658] 


The Committee on Finance, to whom was referred the bill (H. R 
3658) to extend for an additional 2 years the existing privilege of free 
importation of gifts from members of the Armed Forces of the United 
States on duty abroad, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


GENERAL STATEMENT 


The purpose of H. R. 3658 is to continue for an additional 2 years 
the existing law which allows for the entry of so much of any shipment 
of bona fide gifts as does not exceed $50 in value without the payment 
of customs duties, charges, or exactions, or internal revenue taxes 
when such gifts are sent by members of the Armed Forces on duty 
abroad. 

The actfJof December 5, 1942 (Public Law 790, 77th Cong.; 56 Stat. 
1041), allowed, until the expiration of 6 months after the termination 
of hostilities as determined by proclamation of the President, the 
entry, free of customs duties or internal revenue import taxes, of so 
much of any shipment as did not exceed $50 in value if there were filed 
in connection with the entry satisfactory evidence that the articles 
were bona fide gifts from a member of the Armed Forces of the United 
States on duty outside the continental limits of the United States. 
Public Law 384 of the 80th Congress extended the period for free entry 
through June 30, 1949, and also amended the law by restricting the 
privileges so as to deny free entry on or after September 1, 1947, unless 
the article is purchased “in or through authorized agencies of the 
Armed Forces of the United States or in accordance with regulations 
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prescribed by the major. geographical,commands of the United States 
Armed Forces.”’ 

Public Law 241 of the 81st Congress again extended the period for 
free mete through June 30, 1951. 

Public Law 1 of the 82d Congress again extended the period for free 
entry through June 30, 1953. 

The proposed legislation will continue this free-entry privilege, as 
restricted under present law, for members of the Armed Forces for an 
additional 2 years. 

The Bureau of Customs has reported that it has encountered no 
serious administrative difficulties in administering this law, and has 
explained that this legislation is aes from. abuse not only by 
the restrictions imposed by Public Law 384 of the 80th Congress, but 
also by appropriate Treasury Department regulations and instruc. 
tions from the armed services. 

When this legislation was first recommended by the War Depart- 
ment in 1942, it was pointed out to the Congress that during the 
Christmas and other holiday seasons many vifts sent by me mbers of 
our Armed Forces to their relatives would not reach their intended 
donees at the proper time if the donees were required to pay the 
customs duties. The principal reason for this is bec sause of the attend- 
ant delay and burden falling on the serviceman’s relatives, and not 
because the amount of the customs duties is large. 

This limited free importation privilege is a definite morale factor 
for our servicemen overseas, and since substantial numbers are now 


stationed in all parts of the world, a 2-year extension is warranted. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are shown 
as follows (e xisting law proposed to be omitted is enc ‘losed in black 
brackets; new matter is printed in italics; existing law in which no 
change is proposed is shown in roman) : 


Act oF DECEMBER 5, 1942 
(Public Law 790—77th Congress) 


AN ACT To accord free entry to bona fide gifts from members of the Armed Forces of the United States on 
duty abroad 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That under such regulations as the Secretary of 
the Treasury shall prescribe so much of any shipment as does not exceed $50 in 
value shall be admitted into the United States or its Territories or possessions 
free of all customs duties, charges, or exactions, or internal-revenue taxes imposed 
upon or by reason of importation, if there is filed in connection with the entry 
satisfactory evidence that the articles for which free entry is claimed were pur- 
chased in or through authorized agencies of the armed forces of the United States 
or in accordance with regulations prescribed by the major geographical commands 
of the United States armed forces, and are bona fide gifts from a member of the 
armed forces of the United States on duty outside the continental limits of the 
United States. 

Src. 2. This Act shall be effective with respect to articles entered for consump- 
tion or withdrawn from warehouse for consumption on or after the day following 
the date of its enactment and before [July 1, 1953] July 1, 1950. 
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EXTENDING UNTIL JULY 1, 1955, THE PERIOD DURING WHICH 
PERSONAL AND HOUSEHOLD EFFECTS BROUGHT INTO THE 
UNITED STATES UNDER GOVERNMENT ORDERS SHALL BE 
!XEMPT FROM DUTY 


Marcu 20, 1953.—Ordered to be printed 


ooo 


Mr. Minurkin, from the Committee on Finance, submitted the 
following 


REPORT 


[To accompany H. R. 3659] 


The Committee on Finance, to whom was referred the bill (H. R. 
3659) to extend until July 1, 1955, the period during which personal 
and household effects brought into the United States under Govern- 
ment orders shall be exempt from duty, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 


[c ENERAL STATEMENT 


The purpose of H. R. 3659 is to continue to July 1, 1955, the exist- 
ing law which allows the exemption from duty of personal and house- 
hold effects brought into the United States under Government orders. 

The act of June 27, 1942 (Public Law 633, 77th Cong. ; 56 Stat. 461), 
allowed, until the day following the proclamation of peace by the 
President, the free entry of personal and household effects of any 
person evacuated into the United States under Government orders. 

Public Law 450 of the 82d Congress extending the period of free 
entry will expire April 1, 1953. 

The proposed legislation will continue this free-entry privilege to 
July 1, 1955. 

This authority applies to the personal and household effects of any 
person in the service of the United States, or of his family, which are 
forwarded to the United States by reason of Government instructions 
regarding the movement of the owner of the article, whether or not 
the owner returns to this country. 

The international obligations and commitments of the United 
States continue to require the presence of substantial numbers of 
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persons in the service of the United States in many parts of the world 
Termination of this free-entry authority would impose an inequitable 
administrative burden upon persons evacuated to the United States 
and would remove an important morale factor and inducement to 
overseas service. 

The Bureau of the Customs has reported that no serious adminis. 
trative difficulty has been encountered under the law. The exercise 
of the free-entry privilege is safeguarded from abuse by appropriate 
regulations of the Department of the Treasury, as required by the act, 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets; new matter is printed in italics; existing law in which 
no change is proposed is shown in roman): 


Act or JuNE 27, 1942 
(Public Law 633—77th Congress) 


AN ACT To exempt from duty personal and household effects brought into the United States under 
Government orders 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That, under such regulations as the Secretary of 
the Treasury may prescribe, the personal and household effects of any perso: 
the service of the United States, or of his family, or of any person evacuated to 
the United States under Government orders, may be brought into the United 
States or any of its possessions, pursuant to Government orders or instructions 
without the payment of any duty or tax imposed upon, or by reason of, importatior 

Sec. 2. This Act shall be effective with respect to articles entered for con- 
sumption or withdrawn from warehouse for consumption on or after December 8, 
1941, [and shall have no force or effect on or after the day following the proc- 
lamation of peace by the President] and before July 1, 1955. The free entry 
herein authorized shall apply to any effects described in section 1 which are i: 
customs custody on the effective date of this Act, notwithstanding the provisions 
of sections 490 and 491 of the Tariff Act of 1930, as amended. 


EMERGENCY PowERs CONTINUATION AcT 
(Public Law 450—82d Congress) 


JOINT RESOLUTION To continue the effectiveness of certain statutory provisions for the dura 
of the national emergency proclaimed December 16, 1950, and six months thereafter, but not bh: 
April 1, 1953 


* * * * * * 


Resolved by the Senate and House of Representatives of the United States of Am: 
in Congress assembled, That notwithstanding the termination on April 28, 1952 
of the existence of a state of war with Japan declared December 8, 1941 (55 Stat 
795), and of the national emergencies proclaimed by the President on September 8 
1939 (Proe. 2352, 54 Stat. 2643), and on May 27, 1941 (Proc. 2487, 55 Stat. 1647), 
and notwithstanding any proclamation of peace with respect to such war 

(a) The following statutory provisions, and the authorizations conferred and 
liabilities imposed thereby, in addition to coming into full foree and effect in time 
of war or otherwise where their terms so provide, shall remain in full force and 
effect until six months after the termination of the national emergency proclaimed 
by the President on December 16, 1950 (Proc. 2914, 3 C. F. R., 1950 Supp., p. 71), 
or until such earlier date or dates as may be provided by the Congress by concur- 
rent resolution either generally or for a particular statutory provision or by the 
President either generally by proclamation or for a particular statutory provision, 
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but in no event beyond April 1, 1953, notwithstanding any other terminal date or 
provision of law with respect to such statutory provisions and notwithstanding 
inv limitation, by reference to war or national emergency, of the time during or 
‘or which authorizations or liabilities thereunder may be exercised or imposed; 
and acts or events of the kind giving rise to legal consequences under any of those 
provisions when performed or occurring during the state of war which terminated 
on April 28, 1952, shall give rise to the same legal consequences when they are 
performed or occur during the period above provided for: 

: « * * * . * . 

[(18) Act of June 27, 1942 (ch. 453, 56 Stat. 461; 50 U.S. C. App. 801, 802).J 

* ~ * 


* * * * 
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ABOLISHING UNITED STATES COMMISSION FOR THE 
CONSTRUCTION OF A WASHINGTON-LINCOLN MEMO- 
RIAL GETTYSBURG BOULEVARD 


Makcu 20, 1953.—Ordered to be printed 


—_——— ee 


Mr. Martrn, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany S. 1041] 


The Committee on Public Works, to whom was referred the bill 
5. 1041) to abolish the United States Commission for the Construc- 
tion of a Washington-Lincoln Memorial Gettysburg Boulevard, having 
considered the same, report favorably thereon without amendment, 
and recommend that the bill do pass. 

The Commission for Construction of a Washington-Lincoln Memorial 
Gettysburg Boulevard was c ge «d by Public Resolution 19, approved 
May 20, 1935 (49 Stat. 285), for the purpose of preparing plans for 
construction of a boule caelae highway connecting the Lincoln Memo- 
rial and the Washington Monument in the District of Columbia with 
the Gettysburg Battlefield, Gettysburg, Pa. 

The Commission was to consist of 13 members, including the 
President of the United States; the President of the Senate; the 
Speaker of the House; the President of the Board of Commissioners 
of the District of Columbia; 2 persons appointed by the President; 
| Senator from Maryland and 1 Senator from Pennsylvania, to be 
appointed by the Senate; 1 Representative in the House from Mary- 
land and 1 from Pennsylvania, to be appointed by the Speaker; the 
Chief of the Bureau of Public Roads; the Director of the ! National 
Park Service; and the Engineer Commissioner of the District of 
Columbia. 

The duty of the Commission was to prepare a plan or plans in 
cooperation with the Bureau of Public Roads and the Highway 
Departments of Pennsylvania, Maryland, and the District of Colum- 
bia, for a boulevard or highway connecting the Lincoln Memorial and 
the Washington Monument in the District of Columbia with the 
Gettysburg Battlefield, the construction of which would further com- 
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memorate the public services of George Washington and Abraham 
Lincoln, and permit ready access to those shrines for the general pub- 
lic, particularly the many visitors to the Nation’s Capital. It was 
further directed that a report be submitted to Congress within | vear 
and specified that the Commission could submit enabling legislation 
for the proposed highway, provided its construction and_ financing 
was undertaken by Maryland, Pennsylvania, and the District of 
Columbia, with Federal funds used coming from the regular Federal- 
aid highway funds allocated to the respective jurisdictions. The 
resolution further provided that the Commission shall expire within 
1 year after completion of the parkway. 

Following the creation of the Commission in 1935, the Bureau of 
Public Roads made field reconnaissance studies and submitted g 
report to the Commission on May 25, 1936, describing the possible 
routes for the boulevard. The report was never made public or sub- 
mitted to the Congress. The original $10,000 appropriation has been 
used by the Commission. 

There has been no formal action by the Commission since submission 
of the report in 1936. Various discussions have been held on the 
proposal from time to time. In view of the improvements now pro- 
posed and under way by the respective State authorities on United 
States Highway No. 240 between Washington, D. C., and Frederick, 
Md., and on United States Highway No. 15 to Gettysburg, Pa., it 
appears that continuation of the Commission in existence would be of 
little value. 

Accordingly, the committee recommend enactment of this legisla- 


tion which would repeal the resolution and abolish the Commission. 
The Bureau of the Budget and the Department of Commerce have 
no objection to enactment of this legislation. 
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PROHIBITING THE TRANSPORTATION OF LETHAL MUNI- 
TIONS IN INTERSTATE OR FOREIGN COMMERCE 


Marcu 23, 1953.— Ordered to be printed 


r. Tosey (for Mr. Jonunson of Colorado), from the Committee on 
Interstate and Foreign Commerce, submitted the followmg 


EPORT 
[To accompany S. 903] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (5S. 903) to prohibit the transportation in inter- 
state or foreign commerce of lethal munitions except when procured 
by, or on behalf of, the United States of America or an instrumentality 
thereof, having considered the same, report favorably thereon with 
amendments and recommend that the bill as amended do pass. 

The amendments are as follows: 

Page 1, line 4. section 2 is amended to read as follows: 


Sec. 2. As used in this Act, “lethal munitions’? means all projectiles and 
propelling charges therefor of a caliber of at least 20 millimeters, land and naval 
mines, aircraft bombs, naval torpedoes, military rockets (whether free or guided), 
atomie weanons, hand and rifle grenades, when containing explosive, combustible, 
or toxie substances, or when designed to contain such substances, and all other 
articles, implenents, or devices whieh (1) consist of or contain explosive, combusti- 
ble, or toxic substances, (2) are used in warfare or training therefor, and (3) are 
designed or adapted to cause destruction of personnel, equipment, or facilities 

ts nall-arms am nunition not in excess of caliber .50, shotgun ammunition, and 

ars anmunition less than 20 millimeters of tvpes normally used for hunting 

or Sdorting purposes, anmunition of env type for the use of State or municipal 

police forces, pyrotechnic devices for signaling, display, or illumination, and 

eXplosive ere Is or combustible or toxic substances, or devices containing 

h materials or substances, designed and intended for commercial use in agri- 
lture, mining, or industry generally 


Page 2, line 13, section 3 is amended to read as follows: 


Sec. 3. The transportation in interstate or foreign commerce of lethal munitions 
is prohibited except when the transportation is of tet hal munitions procured 
from private or governmental sources) by, or on behalf of, the United States of 
America or an instrumentality thereof or when procured by the Departments of 
Army, Navy, or Air Force for transfer on a grant or reimbursable basis pursuant 
to any foreign assistance program authorized by the Congress: Provided, however, 
That this Act shall not apply to the importation, or to the transportation (exclusive 
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of exportation) in interstate commerce, of prototypes or test quantities of Jer} 
munitions for test or development purposes, and not for resale by bona 
manufacturers and research and development institutions under existing 
laws and regulations. 


PURPOSE OF THE LEGISLATION 


The purpose of this bill is to prohibit the transportation in inte 
state or foreign commerce of lethal munitions except when the movyo- 
ment is procured by, or on behalf of, the United States of Americy 
or an instrumentality thereof. This bill, which is substantially +) 
same as 5S. 1429 which passed the Senate unanimously and 
reported favorably by the House Interstate and Foreign Commer 
in the 82d Congress, is intended to protect citizens against the hazards 
of transportation of the most dangerous type of war munitions. 

Although it is unlikely that we shall ever know the cause of +h 
terrible explosion which took place at South Amboy, N. J., in Ma 
1950 (evervone involved in the loading operation was killed), it js 
entirely possible that it would not have occurred had this legislatio: 
been on the statute books. While it is true that the explosives in 
volved in the South Amboy disaster consisted in part of 1,800 cases 
of dynamite destined for delivery to a private irrigation project in 
Afghanistan, the grim fact remains that the great bulk of the explo- 
sives were war munitions, namely, 8,000 cases of antitank mines and 
1,000 cases of antipersonnel mines manufactured in the United States 
without any control or inspection whatsoever by our ordnance services 
for shipment to a foreign country. 

Furthermore, your committee believes that this legislation will 
effectively forestall the development in this country of a private 
munitions industry organized to sell munitions to foreign countries 
or to any foreign agency or faction that will buy them. The com- 
panies that have engaged in this business in the past have had a sordid 
history. Still fresh in our minds are the shocking facts disclosed 
several vears ago by the Special Senate Committee on Investigation 
of the Munitions Industry. These companies that engaged in the 
business of selling lethal munitions to foreign interests have been an 
unmitigated nuisance to the Army and Navy in peacetime and worth- 
less to those Departments as war contractors. They are un-American 
in concept and a potential source of friction with friendly countries 
The movement of lethal munitions, or parts thereof, by the prim 
contractor or by subcontractors under the prime contract with the 
Government would not be prohibited by this legislation but would 
come under the terms of this legislation. 

Your committee is reliably informed that at least one Europe: 
armament firm is considering the establishment of a plant in 
United States to manufacture weapons of war. This legislation 
would make certain that products of such companies or other domest': 

foreign companies doing business in the United States will 
available only to the United States of America or any instrumental! 
thereof or when procured by the Departments of Army, Navy 
Air Force, for transfer on a grant or reimbursable basis pursuant to 
any foreign assistance program authorized by the Congress. It wil! 
effectively forestal' any possibility of the sale of munitions to unsta!)! 
governments or any foreign agency or faction that may seek to bu 
them. 
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Concern has been expressed by some of the Government agencies 
to whom the bill was submitted for comment that the definition of 
lethal munitions contained in section 2 might be construed to prohibit 
the interstate transportation of explosives or explosive devices intended 
for legitimate civil use, such as ammunition intended for use by police 
1 hunters or commercial explosives such as dynamite which is used 
n construction, mining, and clearing of lands, as well as materials 
and devices used in quarrying operations and seismographing explor- 
itions for oil and such commercial purposes. 

In addition, it was requested that the small arms ammunition 
excepted from the provisions of this bill be specifically defined as not 
in excess of caliber .50, shotgun ammunition, and small arms ammuni- 
tion less than 20 millimeters of tvpes normally used for hunting and 
sporting purposes. Therefore, the Senate committee has amended 
the bill and rewritten section 2 to meet these objections. 

Concern was also expressed about. the importation or the transpor- 
tation (exclusive of exportation) in interstate commerce of prototypes 
or test quantities of lethal munitions for test or developmental pur- 
poses. The committee therefore has amended and rewritten section 3 
to mm ‘t that objection. 

v limiting the movement of lethal munitions to articles procured 
* th United States for its own use or for the use of other govern- 
ments under a foreign assistance program approved by Congress, 
a 1um conditions of safety in transportation will be secured. This 
is for the reason that the articles, whether procured from private 
manufacturers or from governmental arsenals, will be manufactured 
and shipped under service specifications as to quality, packaging, and 
movement. 

Your committee knows of no objection to this legislation. In the 
lust Congress (82d) the Department of the Army, speaking for the 
Department of Defense, including the Munitions Board, stated that 
it was in complete accord with the purpose of the bill, as did the 
Treasury Department which reported the views of the United States 
Coast Guard. The views of the Department of Ordnance, Treasury 
Department, Agriculture Department, and the State Department and 
other agencies to whom the bill was submitted for comment, are set 
forth in full below for the information of the House. This legislation 
has the approval of the Bureau of the Budget. 

Your committee has amended the bill as suggested by the Depart- 
ment of State under date of March 12, 1953. 


DEPARTMENT OF THE TREASURY, 
March 16, 1953. 
Hon. Cuartes W. Tosey, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

My Dear Mr. CHairMan: Reference is made to your informal request for the 
views of the Treasury Department on 8S. 903, to prohibit the transportation in 
interstate or foreign commerce of lethal munitions except when movement is 
arranged for, or on behalf of, the United States of America or an instrumentality 
thereof. 

The proposed legislation would prohibit the transportation in interstate or 
foreign commerce of lethal munitions except when the movement is arranged by, 
or on behalf of, the United States of America or an instrumentality thereof, and 
except in the case of transportation of articles procured by the Departments of 
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the Army, Navy, or Air Force for transfer on a grant or reimbursable basis pur. 
suant to any foreign assistance program authorized by Congress. The term 
“Jethal munitions’? would include all projectiles and propelling charges therefor 
of a caliber of at least 20 millimeters, land and naval mines, aircraft bombs, naya| 
torpedoes, military rockets, atomic weapons, hand and rifle grenades, whe; 
containing explosive, combustible, or toxic substances, or designed to contai; 
such substances, and all other articles, implements, or devices which (1) consist 
of or contain explosive, combustible, or toxic substances; (2) are used in warfar 
or training therefor; and (3) are designed or adapted to cause destruction of per- 
sonnel, equipment, or facilities. The proposed legislation would not prohibit 
the transportation in commerce of small arms ammunition of types normally 
used for hunting or sporting use; ammunition for the use of State or municipal 
police forces; pyrotechnic devices for signaling, display, or illumination; or ex- 
plosive materials, or devices containing explosive materials, designed and intended 
for commercial use in agriculture, mining, or industry generally. 

The Treasury Department would have no objection to enactment of the bil] 

The Department has been advised by the Bureau of the Budget that there js 
no objection to the submission of this report to your committee. 

Very truly yours, 
H. CHapmMan Rose, 
Acting Secretary of the Treasury 


DEPARTMENT OF STATE, 
March 12, 1958 
Hon. Cuartes W. Topsey, 
Chairman, Committee on Interstate and Foreign Commerce 
United States Senate. 

My Dear Senator Tosey: [refer to your letter of February 14, 1953, enclosing 
for the comment of the Department of State a copy of S. 903, a bill to prohibit the 
transportation in interstate or foreign commerce of lethal munitions except when 
movement is arranged for, or on behalf of, the United States of America or an 
instrumentality thereof. The receipt of your letter was acknowledged by the 
Departme nt’s letter of February 17, 1953. 

It is understood that the primary purpose of the bill is to protect the safety of 
United States citizens against the hazards of transportation of lethal munitions as 
defined therein without rigorous and responsible inspection and control. The 
Department is in complete accord with this purpose and endorses the provisions of 
the bill to the extent that they are the most effective means of accomplishing this 
objective. In this connection it is suggested that, parallel with the consideration 
of this bill, the committee may wish to examine and appraise, from the standpoint 
of public safety, the laws and regulations pertaining to the interstate movement 
and handling at ports of exit of all such material. 

The Department considers the exception provided for the transportation of 
small-arms ammunition under section 2 objectionable as too vague and indefinite 
and is of the opinion that it should be so worded that certain friendly foreign gov- 
ernments will not be barred from continuing their traditional practice of pur- 
chasing rifle and machine-gun ammunition for their armed forces direct from 
the manufacturers of such ammunition in this country. Accordingly, is 
recommended that section 2 of the bill be amended as follows: 

The following words beginning with line 6 on page 2 should be deleted, ‘except 
small arms ammunition of types normally used for hunting or sporting use, * * * 
aa the following words should be substituted, “except small arms ammunition 
not in excess of caliber .50, shotgun ammunition, and small arms ammunition less 
than 20 millimeters of types normally used for hunting or sporting purposes, * * *.” 

The Department has been informed by the Bureau of the Budget that there is 
no objection to the submission of this report. 

Sincerely yours, 
Turuston B. Morton, 
Assistant Secretary 
(For the Secretary of State). 
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INTERSTATE COMMERCE COMMISSION, 
March, 10, 1943. 
Hon. CHarRLes W. Tosey, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 
My Dear CHAIRMAN Tospey: Your letter of February 14, 1953, addressed to 
.e Chairman of the Commission and requesting comments on 8. 903, introduced 
Senator Johnson, to prohibit the transportation in interstate or foreign com- 
erce of lethal munitions except when movement is arranged for, or on behalf of, 
the United States of America or an instrumentality thereof, has been referred to 
our Committee on Legislation and Rules. After careful consideration by that 
committee, Iam authorized to submit the following comments in its behalf: 

S. 903 would prohibit the transportation in interstate or foreign commerce of 
ethal munitions except when the movement is arranged for, or on behalf of, the 
United States of America or an instrumentality thereof. Exceptions from this 
prohibition are provided in the case of explosives or explosive devices intended 
for legitimate civilian use. 

sy the Transportation of Explosives Act, United States Code, title 18, section 
835, it is the duty of the Interstate Commerce Commission to “formulate regula- 
tions for the safe transportation within the limits of the jurisdiction of the United 
States of explosives and other dangerous articles, including flammable liquids, 
flammable solids, oxidizing materials, corrosive liquids, compressed gases, and 
poisonous substances, which shall be binding upon ail common carriers engaged 
n interstate or foreign commerce which transport explosives or other dangerous 
articles by land, and upon all shippers making shipments of explosives or other 
dangerous articles via any common carrier engaged in interstate or foreign com- 
merce by land or water.” 

Since section 4 of the bill states that its provisions shall not affect other require- 
ments of Federal or State law or regulations issued pursuant thereto, it is assumed 
that the explosives regulations administered by this Commission will not be 
affected. 

The purpose of this bill evidently is to proteet citizens against the hazards of 
transportation of the most dangerous type of war munitions. We are not informed 
as to whether the conditions affecting the manufacture of munitions make it 
desirable that the transportation thereof in interstate or foreign commerce be 
prohibited “except when the movement is arranged for, or on behalf of, the 
United States of America or an instrumentality thereof,’’ and are therefore not in 
a position to express a helpful opinion with respect to the merits of this bill. 

Respectfully submitted. 
CHaries D. MAnarrFin, 

Acting Chairman, 

Committee on Legislation and Rules. 


Hvucu W. Cross. 


THE SECRETARY OF COMMERCE, 
Washington 25. 
Hon. CHarLes W. Torey, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

Dear Mr. CuarrMan: This letter is in further reply to vour request of Feb- 
ruary 14, 1953, for the views of this Department concerning S. 903, a bill to 
prohibit the transportation in interstate or foreign commerce of lethal munitions 
except when movement is arranged for, or on behalf of, the United States of 
\merica or an instrumentality thereof. 

The bill would prohibit the transportation of lethal munitions in interstate and 
foreign commerce except when the transportation thereof is arranged by or on 
behalf of the United States. It would not, however, apply to the transportation 
of articles procured by the Army, Navy, or Air Force for transfer on-a grant or 
reimbursable basis pursuant to any foreign assistance program authorized by 
Congress, 

The bill excepts from its definition of lethal munitions small arms ammunition 
normally used for hunting or sporting purposes, ammunition intended for the 
use of State or municipal police forces, certain pyrotechnic devices, “and explosive 
materials designed and intended for commercial use in agriculture, mining, or 
industry generally.” 
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The exceptions contained in 8. 903 pertaining to commodities, transportatiy 
of which is arranged by or on behalf of the United States and commodities prox 
for transfer under foreign assistance programs, appear to be necessary. 

The exemptions from the definition of lethal munitions contained in 8 
also appear to be necessary to allow interstate movement of those explosives 
destined for use in commercial, recreational, and law-enforcement activities 

Since section 4 of the bill specifically states that the bill is not to be deem 
alter other requirements of Federal or State law or regulations issued purs 
thereto, all explosive materials, transportation of which would not be forbi 
by 8S. 903, would remain subject. to applicable regulations of the Interstate Cor 
merece Commission and the Coast Guard. 

We believe that enactment of 8. 903 would be desirable in order that the p 
may be protected, insofar as possible, from the dangers inherent in the transpo: 
tation of explosives. 

We have been advised by the Bureau of the Budget that it would interpo- 
objection to the submission of this report. 

If we can be of further assistance in this matter, please call upon us. 

Sincerely yours, 
Rornert B. Murray, Jr., 
Acting Secretary of Comin 


DEPARTMENT OF THE Navy, 
Orrice OF THE JupGE Apvocate GENERAL, 
Washington 25, D. C., March 10, 195 
Hon. CHARLES W. Tosey, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington 25, D. C. 


My Dear Mr. CrarrMan: Reference is made to your letter to the Chie! 
the Bureau of Ordnance, dated February 14, 1953, with its enclosure, a cop 
S. 903, a bill to prohibit the transportation in interstate or foreign commerce 
lethal munitions except when movement is arranged for, or on behalf of, 
United States of America or an instrumentality thereof, on which you req 
comment. It has been referred to me by the Chief of the Bureau of Ordnance 
reply. 

The Secretary of Defense has established procedures for the coordinatio: 
reports on legislation, whereby one military department or agency of the Depart- 
ment of Defense is assigned the responsibility of making a coordinated report to 
the Congress on the legislative matter, after obtaining the comments of other 
interested agencies. In accordance with these procedures, the Department of | 
Army has been assigned the responsibility of making a coordinated report 
S. 903. Accordingly, the Department of the Navy will submit its comment o: 
this measure to the Department of the Army for consideration by that Depart- 
ment in the preparation of its coordinated report to your committee. 

Your interest in the views of the Department of the Navy with regard to this 
matter is appreciated, and I hope that, in view of the circumstances stated, tly 
foregoing is a satisfactory reply to your letter. 

Sincerely yours, 
Ira H. Nunn, 
Rear Admiral, USN, 
Judge Advocate General of the Nav 


DEPARTMENT OF AGRICULTURE, 
Washington, March 7, 1953 
Hon. CHar.es W. Tosey, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 
Dear SENATOR Topsy: By letter of February 14, 1953, you submitted to t 
Department for comment a copy of 8. 903, a bill to prohibit the transportat 
in interstate or foreign commerce of lethal munitions except when movement i> 
arranged for, or on behalf of, the United States of America or an instrumentalit) 
thereof. 
It is noted that in the definition of ‘lethal munitions’ exceptions are provided 
for “explosive materials, or devices containing explosive materials, designed and 
intended for commercial use in agriculture, mining, or industry generally.”’ 
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It appears that this bill, as drafted, would not affect the interests of agriculture, 
ce the exception clause would maintain the current status with respect to 
pments designed and intended for commercial use in agriculture. Therefore, 
‘have no comment with respect to passage of the biil 
Sincerely vours, 
T. D. Morse, Under Secretary. 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE CHIEF OF ORDNANCE, 
Washington 25, D. C., February 24, 1953. 
Cuarues W. Torey, 
l’nited States Senate, Washington 25, D. C. 
Dear SENATOR Torey: This is in reply to your letter of February 14 regarding 
=. 403, introduced by Senator Johnson of Colorado. This bill in its original form 
is introduced August 11, 1950, before the 8ist Congress by Senator Eeton of 
\lontana as S. 4040. Before the 82d Congress it was introduced by the same 
Senator as 8. 1429. As introduced again by Senator Johnson, I believe that the 
ll incorporates all the changes made as a result of suggestions of various Govern- 


I 


ent departments and agencies. It has at least twice received the endorsement 


of the Department of Defense. 


Army Ordnance has believed in this bill from the first and it is my opinion that 
~ needed and desirable legislation. 
Sincerely yours, 


E. L. Ford, 
Major General, USA 
Chief of Ordnance. 
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STEVE EMERY SOBANSKI 


Marcu 23, 1953.—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany 8. 613) 


The Committee on the Judiciary, to which was referred the bill 
S. 613) for the relief of Steve Emery Sobanski, having considered the 
same, reports favorably thereon without amendment and recommends 
that the bill do pass. 
PURPOSE OF THE BILL 


The purpose of the bill is to grant to the minor child to be adopted 
by citizens of the United States the status of a nonquota immigrant 
which is the status normally enjoyed by the alien minor children of 
United States citizens. 


STATEMENT OF FACTS 


The beneficiary of the bill was born in Japan of a Japanese girl and 
an unknown American soldier on August 16,1952. The child has been 
released for adoption to and is in the custody of T. Sgt. Conrad E. 
Sobanski, a citizen of the United States. 

Senator Charles E. Potter, the author of the bill, has submitted a 
number of letters and documents in support of the bill, among which 
are the following: 


26007 
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35TH SUPPLY SQUADRON, 
APO 994, care of Postmaster, 
San Francisco, Calif., December 2, 1952, 
Hon. CHARLES Porter, 
United States Senate, 
Washington, D. C. 

Dear SENATOR Potter: This is a request for your assistance in obtain; 
necessary legislation to permit entry into the United States of America of om 
Steve Emery Sobanski born August 16, 1952, at Oiso, Japan. 

I understand that the legislation needed must pass the House of Representatives 
as well as the Senate. Therefore, I have asked Hon. Paul W. Shafer to introdye 
the bill in the House of Representatives. , 

So that you may familiarize yourself with the proposed legislation and }, 
acquainted with the facts when the proposed bill comes before the Senate. | 
hereby enclose a copy of the letter and allied papers sent to Representative Shafer 

Sincerely, 
ConraD E. SoRANSKI, 
T; Sgt, AF 36609502, 


35TH SUPPLY SQUADRON, 
APO 994, Care of Postmaster, 
San Francisco, Calif., September 24, 1952 
Hon. Paut W. SHAFER, 
House of Representatives, 
Washington, D. C. 

My Dear REPRESENTATIVE SHAFER: I request vour assistance in submitting 
necessary legislation to permit the entry into the United States of America of o: 
Steve Emery Sobanski, born August 16, 1952, at Oiso, Japan. This infant's 
mother is a Japanese woman. The father of the infant is believed to be a 
American soldier. 

The infant, Steve Emery, was born out of lawful wedlock and was not acknow- 
ledged by the father, nor was he registered as such with the American consulat 

The child was christened Stave George Karasawa, at the Elizabeth Saunders 
Home so he would have a name for record purposes at the home. _ I christened hi: 
Steve Emery Sobanski, after I was given complete custody of the infant from the 
home. 

My wife and I have always wanted children, but we have been reliably informed 
that it is medically impossible for us to have a child of our own. 

We discovered Steve Emery in the Elizabeth Saunders Home in Oiso, Japan 
shortly after his birth and adopted him in accordance with Japanese procedures 
August 24, 1952. Of course, we propose to go through additional adoption pro- 
cedures in accordance with appropriate State laws in the United States upon our 
return to the Zone of Interior. 

The following information is given with reference to my wife and myself: | 
was born December 29, 1922, the son of Michael Sobanski and Anna Sobanski, at 
Chicago, Ill. I spent my entire boyhood and attended school in Chicago, I went to 
work in a wood mill in 1938, in 1941 I joined the merchant marine and worked for 
the Army Transportation Service. September 28, 1942, I'enlisted in the United 
States Army; I served 31 months in the Pacific theater of operations. I was 
discharged from the Army September 14, 1945, and reenlisted on September 25 
1945, and was sent to Germany. I returned to the United States on August 5 
1948, and was discharged from the Army. I enlisted for the United States Air 
Force on October 1, 1948, and have been with that branch of the service since 
that date. I departed from the United States for Japan on the July 26, 1950. 
My wife joined me on January 11, 1952. 

My wife, Mrs. Annamarie Sobanski, was born May 24, 1919, in Berlin, Ger- 
many, the daughter of Otto Tugend and Liza Tugend. She has her petition i: 
for United States citizenship with the immigration office at Detroit, Mich. 

We were married on the 30th of May 1948 and have lived together since that 
time except for temporary separations made necessary by my military service. 

We are due to return to the United States in May 1953, and will appreciat 
your help in obtaining this legislation as soon as possible. I realize it will b 
necessary for the proposed legislation to pass the Senate as well as the House of 
Representatives and in order to save time I am sending a copy of this letter and 
allied papers to Senator Blair Moody, so as to familiarize him with the case. 
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The following-named persons can give information as to the character of my 

wife and me: 
Mr. and Mrs. Adolf Daniel, 1940 Royce Avenue, Kalamazoo, Mich. 
Mr. and Mrs. Ray L. Sobanski, 2204 Banbury Road, Kalamazoo, Mich. 
Mr. and Mrs. Jack Brusewitz, 1405 Alamo Avenue, Kalamazoo, Mich. 
Mr. and Mrs. Steward Cope, 1405 Alamo Avenue, Kalamazoo, Mich. 
Mrs. Evelyn Goodchild, 1405 Alamo Avenue, Kalamazoo, Mich. 
Mr. and Mrs. Al Budzban, 1722 North Honore Street, Chicago, Il. 
Mr. Sigmund Sakowicz, 1122 Milwaukee Avenue, Chicago, Ill. 
Mr. and Mrs. Edward Sobanski, 1820 North Marshfield Avenue, Chicago, 

Til. 

T. Set. Jack A. Reavis, 5527 Woodlark, Houston, Tex. 

Included among the attachments is a draft of the proposed legislation which 
vou may find suitable. You will notice that the word “alien” is not used in 
describing the child. It has been found that much red tape is avoided in obtain- 
ing a passport for the child if the word ‘“‘alien” does not appear on the bill, so you 
are urged to omit the word “alien’’ in the bill you may sponsor. 

Attached are the following documents: 

. Japanese adoption paper. 
Photograph of the infant. 
Medical certificate of the infant. 
Draft of proposed bill. 
Copy of Private Law 471. 
Chaplain’s letter of recommendation. 
Commanding officer’s letter of reeommendation. 
Recommendation from T. Sgt. Victor A. Hanna. 
9. Financial statement. 

If there is any other information necessary, we will be happy to present it at the 
earliest possible moment. 

Please accept our sincere gratitude for the efforts you may expend in our behalf, 

Sincerely, 
Conrapb E. SospanskI, 
Technical Sergeant, AF 36609502, USAF. 


AuGust 24, 1952. 
To Whom It May Concern: 
Re Acquiring United States Citizenship for adopted child of T. Sgt. and Mrs. Con- 
rad E. Sobanski, AF 36609502 35th Maint Sq. APO 994 Depo Tokyo in Japan. 

1. The Elizabeth Saunders Home at Oiso, Japan, is a home for unwanted and 
abandoned children who are the offspring of members of the United States occupa- 
tion forces and women of Japanese origin. It is recognized as such by the Japanese 
Government and has received financial aid from various branches of the United 
States occupation forces as well as substantial contributions from former Ambas- 
sador Joseph Grew. 

2. I, Mrs. Renzo Sawada, founder and executive director of the Elizabeth 
Saunders Home in Oiso, Japah, attest to the fact that on August 24, 1952, a male 
infant child, now christened Steave George Karasawa, was delivered from my care 
at the home to T. Sgt. and Mrs. Conrad E. Sotanski for adoption. 

3. This child, born August 16, 1952, of a Japanese girl and an American GI man 
of United States citizenship was abandoned by his father and found unwanted by 
the mother. 

4. Since this child has been completely relinquished by the parents and not 
registered in the name of its mother’s family or with any agency or representative 
of the Japanese Government, as required by the law of citizens, or any other 
government, no claims can be made upon it by any individual, institution, or 
government, 

5. When the child was adopted by T. Sgt. and Mrs. Conrad E. Sonamski, it 
was done not only to give him love, care, securitv, and education, but also to 
acquire for him the same citizenship of his newly adopted parents, with my assur- 
ance that such adoption involved no further legal restrictions or qualifications. 

6. Therefore, I certify that the said child is now in the possession of T. * gt. and 
Mrs. Conrad E, Sobanski as a legally adopted child without any reservations. 

s/t/ Mrs. Renzo Sawapa, 
Executive Director, Elizabeth Saunders Home, Oiso, Japan. 
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HeapQuarters, 8TH Hospirat Grovp, 
APO 994, September 10, 1952, 
CERTIFICATE 


Steve Sobanski, age 9 days, son of T. Sgt. and Mrs. Conrad E. Sobanski, is gt 
present free from tuberculosis, venereal disease, or other contagious diseases which 
may make him a public charge. 

I. Uyepa, 
Captain, USAF (MC), 


OFFICE OF THE PROTESTANT CHAPLAIN, 
35TH FIGHTER-INTERCEPTOR WING, 
APO 994, July 7, 1952, 
To Whom It May Concern: 

This is to certify that the undersigned knows M. Sgt. Conrad Sobanski and his 
wife, Anna Marie Tugend Sobanski, to be of unimpeachable character, high mora] 
integrity, and physically as well as financially qualified to be parents of adopted 
children. 

Sergeant Sobanski has an excellent record of some 11 years in the military and 
has merited the praise of his commanders throughout that period. 

The home life of the Sobanskis during the 4 years of their marriage has been 
tranquil and pleasant. Both prospective parents evidence a deep sincerity in their 
desire to assume the responsibility of parenthood. Both are at present attending 
classes in religious instruction. 

Without duress or mental reservation I unhesitatingly recommend that their 
application for adoption be favorably considered. 

Sincerely, 


Martin W. BAUMGAERTNER, 
Chaplain (Major) USAF, Wing Chaplain, 


35TH SUPPLY SQUADRON, 
35TH MAINTENANCE AND Supp.iy Group, 
APO 994, September 10, 1952. 
To Whom It May Concern: 

I have observed the conduct and efficiency of T. Sgt. Conrad E. Sobanski 
during duty and off-duty hours. He has always conducted himself in a manner 
that brings credit upon his organization and the United States Air Force. 

T. Sgt. Sobanski has over 10 years’ continuous military service. During this 
period of service he has maintained an excellent record with no indication of ever 
having disciplinary action taken against him. 

I believe that the sergeant and his wife have proven themselves worthy to 
assume the responsibility of parenthood. 

Lykes S. HENDERSON, 
Lieutenant Colonel, USAF, Commanding. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 613) should be enacted. 
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HISAMI YOSHIDA 


MArcH 23, 1953.—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


(To accompany H. R. 759] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 759) for the relief of Hisami Yoshida, having considered the 
same, reports favorably thereon without amendment and recommends 
that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant to the minor child to be adopted 
by citizens of the United States the status of a nonquota immigrant 
which is the status normally enjoyed by the alien minor children of 
United States citizens. 


STATEMENT OF FACTS 


The beneficiary of the bill was born in Japan on April 6, 1949, of a 
Japanese mother and an American soldier. The child has been released 
for adoption to Sgt. and Mrs. Roy Martin Siegert, who are citizens of 
the United States presently in Japan where Sergeant Siegert is on duty 
with our Armed Forces. 

Congressman William E. Hess, the author of the bill, has submitted 
to the Committee on the Judiciary of the House of Representatives 
the following information in support of the bill: 
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_ House OF REPRESENTATIVES, 
; Washington, D. C., January 12, 195 
Hon. Cuauncey W. ReEeEp, 
Chairman, Committee on the Judiciary, 
House Office Building, Washington, D. C. 

Dear Co.uieaGcue: Enclosed herewith is a bill which I introduced for the 
relief of Hisami Yoshida. A similar bill which I introduced in the 82d Congress. 
H. R. 6712, passed the House last year, but was not acted upon by the Senate jn 
the last-minute rush for adjournment. 

All required evidence was filed with your committee in connection with H. R 
6712, but I am enclosing herewith a letter which I received today from M. Sgt 
Roy M. Siegert, which explains the need for quick action on the pending measiire 
H. R. 759. This airman’s tour of duty overseas was extended once, in the hop 
that the bill to permit him to bring his adopted daughter to this country would 
be enacted; you will note that he will probably be compelled to come back next 
May. 

I hope that you will find it possible to take early and favorable action on this 
measure, so that it may reach the Senate in time for that body to act upon it 
before next May. 

Sincerely yours, 
WituraM E. Hess, 

As pointed out in Mr. Hess’ letter, a similar measure passed the 
House in the 82d Congress, but was not passed by the Senate. 

Supporting evidence submitted on H. R. 6712, 82d Congress, reads 
as follows: 


399TH FiGHTER INTERCEPTOR SQUADRON, 
35TH FIGHTER INTERCEPTOR GROUP, 
APO 994, Care of Postmaster, San Francisco, Calif., February 6, 1952 
Hon. Wituram E. Hess, 
House of Representatives, Washington, D. C. 


Dear ConGREssMAN Hess: I request your assistance in submitting necessary 


legislation to permit the entry into the United States of one Hisami Yoshida, fe- 
male, born on April 6, 1949, at 4445, 7-chome, Kamiitabashi, Itabashi-ku, Tokyo, 
Honshu, Japan. This child’s mother is a Japanese national who presently lives 
at 241, Motohasunuma-cho, Shimura, Itabashi-ku, Tokyo, Honshu, Japan. The 
natural father of this child is believed to be an American soldier who has since 
deserted the mother and child. 

The child was born out of lawful wedlock and was not acknowledged by the 
father, nor was the child registered at the United States consular office here in 
Tokyo. The child’s mother is not financially able to care for the child and feels 
the child will not have the same opportunities in Japan as a true Japanese. She 
has therefore given her consent to the adoption of this child, Hisami Yoshida, 
by my wife and I, as evidenced from the copy of an adoption agreement enclosed 
for your convenience. 

The following information is given with reference to my wife and myself: 

I was born December 15, 1915, at Hooven, Ohio. I am a career man in the 
Regular military service, and received the Legion cf Mcrit in recognition of my 
service during World War II. My wife was also born in Ohio and we were mar- 
ried on September 14, 1946. 

We are due to return to the United States in July 1952, and therefore the time 
element is of great importance if we are to bring this child back to the United 
States when we are so ordered. 

Inasmuch as other such legislation has been effected in the past, will you please 
undertake such a step and do all within your power to effect an early passage for 
the reasons stated above. 

For your information I enclose, in addition to the copy of the adoption agreement 
& picture of the child, a letter from my military superiors indicating my financial 
ability to support this child, and three letters of reference. 

In addition, the following may be contacted for personal reference: 

Mr. and Mrs. Leonard Bruker (mother and stepfather), 1051 Considine Avenue, 
Cincinnati, Ohio. 

Mrs. William Roe, 2276 Chatfield Drive, Cleveland Heights, Ohio. 

Mr. Ralph Belden, 209 East Eighth Street, Elyria, Ohio. 

Your early attention in this matter will be appreciated. 

Very truly yours, 
Por Martm Sreczer, 
Master Sergeant, USAF. 
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Enclosures. 
339TH FIGHTER INTERCEPTOR SQUADRON, 
35TH FicHTER INTERCEPTOR GrRoUP, 
APO 994, February 4, 1952. 
To Whom It May Concern: 
The military pay record of M. Sgt. Roy M. Siegert, AF6832758, contains the 
following entries relating to his financial status: 
(a) Enlisted June 12, 1949, for a 3-year period. 
(b) Completed 14 years’ service for pay purposes October 10, 1951. 
(c) Monthly pay rates: (1) Basie pay, $242.55; (2) foreign-service pay, $22.50; 
3) station per diem allowance for subsistence, $67.50; (4) clothing maintenance 
allowance, $7.20. 
d) Allotments deducted monthly from pay: Class E allotment, $15.78. 
e) Monthly income tax withheld: None. 
GEORGE WACKER, 
First Lieutenant, USAF, Adjutant. 


OFFICE OF THE PROTESTANT CHAPLAIN, 
35TH FicHTeR INTERCEPTOR WING, 
APO 994, January 30, 1952. 
To Whom It May Concern: 

The undersigned has been intimately acquainted with M. Sgt. and Mrs. Roy M. 
Siegert for over 1 year. During that time the Siegerts have proved themselves 
an industrious, well-managed, financially capable, and respectable family devoted 
to each other and to the care of their children. 

I recommend them unreservedly as eligible parents of an adopted child. 

Martin W. BAUMGAERTNER, 
Chaplain (Major), USAF, Wing Chaplain. 


OFFICE OF THE ENGINEERING OFFICER, 
339TH FIGHTER INTERCEPTOR SQUADRON, 
35TH FicHTerR INTERCEPTOR GROUP, 
APO 994, February 5, 1952. 
Subject: Character reference. 
To Whom It May Concern: 

1. I have known Master Sergeant Siegert for the past 6 months. During this 
period of time he has worked under my immediate supervision. 

2. I highly recommend him for this undertaking. He is excellently qualified 
for the responsibilities of such a decision by possessing an impeccable character 
coupled with a congenial and friendly personality. I firmly believe that any 
person or persons introduced into his family circle for their future home would 
find a friendly, Christian home, and an inexhaustible amount of patience with the 
trivialities of life. I feel that the individual concerned would find a home which 
would be an asset to him or any community. 

EruinGc O. WEHLANDER, 
Captain, USAF, Engineering Officer. 


CHARACTER REFERENCE 


I, George Wacker, first lieutenant, USAF, adjutant of the 339th Fighter 
Interceptor Squadron, APO 994, in the execution of my office and personal 
contact have known M. Set. Roy M. Siegert, AF6832758, 339th Fighter Inter- 
ceptor Squadron, APO 994, for a period of 11 months. While in contact with 
Master Sergeant Siegert I have found him to be diligent, capable, and of such 
character as to be above reproach at all times. 

GrorGE WAcKER, 
First Lieutenant, USAF, Adjutant. 


HEADQUARTERS, 6162p MepicaL Grove, 
APO 994, January 29, 1952. 
CERTIFICATE 
T have examined Eileen Siegert and find her free of communicable diseases. 
I. Urepa, Captain, MC. 
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ApopTion AGREEMENT 


This adoption agreement is made and entered into at Tokyo, Honshu, Japan, 
this 5th day of February A. D. 1952, between Miss Hisako Yoshida, age 25, a 
Japanese national, residing at 241, Motohasunuma-cho, Shimura, Itabashi-ku, 
Tokyo, Honshu, Japan, the natural parent of Hisami Yoshida, female, born 
April 6, 1949, at 4445, 7-chome, Kamiitabashi, Itabashi-ku, Tokyo, Honshu 
Japan, hereinafter known as the child, and M. Sgt. Roy Martin Siegert, a legal 
resident of 1051 Considine Avenue, Cincinnati, Ohio, presently serving in the 
United States Air Force, with military serial number of AF6832758, with duty 
station at 339th Fighter-Interceptor Squadron, Johnson Air Base, Honshu, Japan, 
and Wanda Filiene Siegert, wife of M. Sgt. Roy Martin Siegert, also a legal resi- 
dent of 1051 Considine Avenue, Cincinnati, Ohio, but at present accompanying 
her husband at Johnson Air Base, Honshu, Japan, hereinafter known as the adop- 
tive parents. 

Whereas the natural father of the child is believed to be Kelly Mice, an Americar 
soldier, whose present address is unknown, and who has deserted the natural 
mother of the child, and whereas Miss Hisako Yoshida, the natural parent of the 
said child, is desirous of having the child, Hisami Yoshida, adopted by the afore- 
mentioned Master Sergeant and Mrs. Siegert, and whereas Master Sergeant and 
Mrs. Siegert have had the care and custody of the child continuously since Jan- 
uary 21, 1952, and have learned to love the said child as their own, and are agreed 
and desirous of adopting the child, be it known that the parties are agreed with 
each other as follows: 

1. That the natural mother of the child does fully release the custody of the 
child to Master Sergeant and Mrs. Siegert for the purpose of adoption by the said 
Master Sergeant and Mrs. Siegert, and that she agrees and covenants with them 
that she will make no future claim for the said child from this day forward, and 
that she makes this release completely and forever. 

Further, that she fully agrees and releases the child for travel to the United 
States or any other place as may be necessary in the occupation of Master 
Sergeant Siegert, and in the interest of the child, as determined by the said 
Master Sergeant and Mrs. Siegert. 

2. Miss Hisako Yoshida agrees that she will at all times cooperate fully and 
completely with Master Sergeant and Mrs. Siegert in anv proceedings that may 
be necessary with the United States consular service, the United States State 
Department, and/or any recognized or established child-welfare association in the 
United States, to further the adoption of the child by the said Master Sergeant 
and Mrs. Siegert. 

3. Master Sergeant and Mrs. Siegert do jointly and severally agree and covenant 
that they shall initiate action lawfully to adopt the child, Hisami Yoshida, as 
soon as it may be practicable under the circumstances, either in the Japanese 
courts or in a court of competent jurisdiction in a State within the United States 
and from this date until the said child shall reach the age of 21 years, or marry 
under that age, Master Sergeant and Mrs. Siegert do covenant with Miss Hisako 
Yoshida that they will maintain, board, lodge, clothe, and educate the said 
Hisami Yoshida in a manner suitable to their station as fully and as completely as 
if Hisami Yoshida were the natural child of the said Master Sergeant and Mrs. 
Siegert. 

Further, that they will fully provide the child with all the necessaries and 
discharge all the duties and liabilities which the said child may incur for neces- 
saries and indemnify the said Miss Hisako Yoshida against all actions, claims, and 
demands in respect therefor, forever. 

In witness whereof, the undersigned have hereunto set their hands and seals 
this 5th day of February A. D. 1952, at Tokyo, Honshu, Japan. 


[SEAL] Roy Martin SIEGERT. 
[SEAL] WanpbaA EILIENE SIEGERT. 
[SEAL] Hisako YOSHIDA. 

I, the undersigned, a Japanese interpreter in the employ of the Far East Air 
Forces, Tokyo, Honshu, Japan, do affirm that I have completely and fully inter- 
preted the foregoing provisions to Hisako Yoshida, in-the Japanese language, and 
the Hisako Yoshida has indicated her full agreement and consent prior to affixing 
her signature thereto. 

Hryosu1 TOKUNAGA. 


WITH 
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Wirn THE UNrITrep States Arr Force, 
At Tokyo, Honshu, Japan, ss: 
On this 5th day of February A. D. 1952, before me, the undersigned officer, a 
idge advocate in and for the United States Air Force, personally appeared 
‘\I. Set. Roy Martin Siegert, Wanda Elliene Siegert, and Hisako Yoshida, who, 
nder oath, swore and/or affirmed the statements made in the foregoing adoption 
reement are true and correct and are made freely and voluntarily for the purposes 
ein stated. Further, the above-named interpreter affirms the foregoing 
document was fully explained to the said Hisako Yoshida as certified above. 
Further, the undersigned certifies that he has the general powers of a notary 
public in matters of this nature, pursuant to an act of Congress, May 5, 1950 
64 Stat. 107) (art. 1386, Uniform Code of Military Justice). 
Noe. B. Brown, 
Major, USAF, d udqe Advocate. 


ae 


The committee, after conside ration of all the facts in the case is 
of the opinion that the bill (H. R. 759) should be enacted. 
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1st Session No. 126 


EDITH MARIE PAULSEN 


Marcu 23, 1953.—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 861] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 861) for the relief of Edith Marie Paulsen, having considered 
the same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant to the minor child adopted by 
citizens of the United States the status of a nonquota immigrant which 
is the status normally enjoyed by the alien minor children of United 
States citizens. 

STATEMENT OF FACTS 


The beneficiary of the bill was born in Austria on September 23, 
1950, and has been in the custody of Sgt. and Mrs. Robert H. Paulsen, 
who are citizens of the United States, since September 21, 1951. The 
child has been adopted under Austrian law. The adoptive parents 
expect to return to the United States in the very near future. 

Congressman George P. Miller, the author of the bill, has submitted 
to the Committee on the Judiciary of the House of Representatives 
the following information in support of the bill: 

430TH CIC SurpeTacHMENT B, 
APO 174, Care of Postmaster, New York, N. Y., December 15, 1952. 
Hon. GeorGe P. MILLER, 
House of Representatives, Washington, D. C. 


Drar CONGRESSMAN AND Mrs. MILier: May we thank you for the honor of 
being able to confer with you concerning our problem. We deeply appreciate 
your interest in our case and any help which can be accomplished. A private 

26007 





2 EDITH MARIE PAULSEN 


bill appears to be the only present possible solution which we hope you wil! be 
able to accomplish. 

Enclosed are copies of the documents we were required to get in our adoption 
case, plus a few photographs of Edith. We possess the original documents, most 
of which are in the German language. These documents are just a small repre. 
sentation of the work involved in getting this case through the Austrian court. 
mainly because of the fact that the child’s parents could not be located at the 
time. In addition to these documents, we posses Edith’s Austrian passport No, 
750,278. As you will note, we did certify that we were familiar with the current 
United States immigration laws which only permitted a visa being issued through 
the Austrian quota; however, as said before, cases such as ours were getting a) 
unofficial preference on this quota. Our adoption proceedings were not completed 
until after this practice was discontinued. State Department files should reveg! 
the cable request for such a preference visa for Edith made by the American cons! 
in Salzburg, Austria, in February 1952. This request met with negative results 
May we repeat that prior to taking this child, we presented the case to both the 
American consul and the Austrian court as added security that the case would 
probably pass without any trouble. Of course, they could not give definite 
approval at the time but both agencies saw no reason why we should have any 
great difficulty with the case. : 

Thank you again for all you have done in this case. We welcome any suggestion 
on anything which we may be able to do in acquiring a visa. May we send our 
best regards to you folks and we hope you had a pleasant journey home. 

Sincerely, 
Mr. and Mrs. Ropert H. Pautsey 


430TH CoUNTER INTELLIGENCE Corps DETACHMENT, 
SUBDETACHMENT B (Linz), 
APO 174, United States Army, December 3, 1951, 


Subject: Request for permission to adopt a minor child. 

Through: Commanding officer, 430th CIC Subdetachment B, APO 174, United 
States Army. 

To: Commanding General, United States Forces in Austria, APO 168, United 
States Army. 


1. It is requested that my wife and I be granted permission to adopt Edith 
Marie Kienmayr, an Austrian child, age 14 months, and be permitted to submit 
to the jurisdiction of the Austrian court for completion of adoption. 

2. Provisions of letter, Headquarters USFA, AG—008—-GAP, dated December 
9, 1950, have been complied with. 

3. Application for visa to the United States has been filed with the American 
consulate, Salzburg, Austria. 

4. Background of child: Born September 23, 1950, in Linz, Austria; mother’s 
name: Maria Kienmayr, Austrian, born March 4, 1927, in Melk, Austria, resi- 
dence unknown. Father unknown. The child has been examined by Ist Lt. 
Oliver A. McKee, MC, 124th Station Hospital, Camp McCauley, Linz, Austria, 
and was found to be perfectly normal and in excellent health. We have had 
custody of the child since September 21, 1951. The Austrian Jugendamt, Linz, 
Austria, the legal guardian of the child, has given us permission to take the child 
under our care pending authority to complete adoption procedures. 

5. (a) My wife and I have been married 11 years and have 1 son, age 914 years. 

(b) We will provide a good home for the child and see that it receives a thorough 
education, if we are permitted to adopt the child into our family. 

(c) My legal residence is the State of California. 

6. I have served in the United States Army from September 1944 to the present 
and have been assigned to the 430th CIC Detachment, Subdetachment B, APO 
174, United States Army, since February 12, 1951. 

Rospert H. PAvtseEn, 
SFC, RA35908087. 
SurrtEy A. PAvuLseEn, 
AGO Card No. E198233. 
Five enclosures: 
. Certificate legal officer, LMP, APO 174. 
. Contract of adoption. 
. Guardian’s release. 
. Certificate of birth, Edith Marie Kienmayr. 
. Certificate of immigration laws. 
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[First endorsement] 


HEADQUARTERS, 430TH CIC, 
SUBDETACHMENT B (L1Nz), 
APO 174, United States Army, December 4, 1951 
Commanding General, United States Forces in Austria, APO 168, United 
States Army. 
Recommend approval. 


To: 


Ray A. NIcHOoLs, 
Major, Artillery, Commanding. 


[Second endorsement] 


AC; 201—Paulsen, Robert H. (Enl) 
RA 35908087 (3 December 1951) JA 
HEADQUARTERS, UNITED-STATES Forces IN AUSTRIA, 
APO 168, December 7, 1961. 
Subject: Request for permission to submit to the jurisdiction of the Austrian court. 
To: Commanding Officer, 430th CIC Detachment, APO 541, 
|. The request submitted by Sfe. Robert H. Paulsen, Detachment B, 430th 
CIC, APO 174, of your command for permission to submit to the jurisdiction of 
the Austrian courts for the purpose of adopting an Austrian child is approved. 
2. This headquarters recognizes the competency of the Austrian courts in this 
matter and will recognize any forthcoming approval of the adoption contract. 
By command of Lieutenant General Irwin: 
(Signed) Jonn F. LovuGnHran, 
CWO, United States Army, AG USF A, 
Assistant Adjutant General. 


[Third endorsement] 


201—Paulsen, Robert H. (Enl) 
RA 35908087 (December 3, 1951) 


Subject: Request for permission to submit to the jurisdiction of the Austrian court. 
HeapquartTers, 430TH CIC DerTACHMENT, 
UnNiTED States Forces 1n AvstTRIA, 
APC 541, United States Army, December 11, 1951. 
To: Commanding Officer, 430th CIC, Subdetachment B (Linz), APO 174, United 
State- Army. 


(Signed) J. W. 


CERTIFICATE 


HEADQUARTERS UNITED States Forces IN AUSTRIA, 
APO 168, United States Army, December 5, 1951. 
This is to certify that according to the information contained in Martindale- 
Hubbell Law Compendium of 1951, in my opinion, under the laws of the State of 
California, an adoption contract entered into between Sfe. Robert H. Paulsen 
and Mrs. Shirley A. Paulsen and the Stadtjugendamt Linz relative to the adoption 
of the child Edith Marie Kienmayr will be recognized in the courts of that State. 
(S) Frank Peyton, 
Legal Adviser, Judge Advocate Section. 


[Translation] 


ADOPTION CONTRACT 


Concluded between Mr. Robert H. Paulsen and Mrs. Shirley Ann Paulsen, 
Linz, Spallerhof, Glimpfingerstr. 60 a, apartment E 91, as elective parents on 
the one side and the minor, Edith Kienmayr, represented by the City Youth 
Office, Linz, this represented by Town Chief Counselor Hans Schratzberger, 
as the guardian of the elective child, on the other side. 

Both parties of this contract—in the following shortly called ‘elective parents’ 
and “elective child” respectively—have today concluded the foilowing adoption 
contract: 
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I. The elective parents do adopt Edith Kienmayr, born out of wedlock 
September 23, 1950, to Maria Josefa Kienmayr. 

II. With this act, the elective parents will take over all rights and duti: 
are due between the parents and a legitimately born child. Accordingly 
elective parents will consider it as their most distinguished duty to unobjectionably 
give the elective child care and education corresponding to their rank in ar 
regard, to bring her up to a profession according to her abilities, and finally 
give her efficient maintenance according to their powers at any time. 

III. Likewise, the elective child enters in all rights and duties with the electiy 
parents as legitimate born children with their parents, especially in virtue of 
this contract, the elective child shall have the rights of inheritance as a legitimate 
child. 

IV. Henceforth, the elective child shall assume the last name ‘‘Paulsen.”’ 

V. The City Youth Office, Linz, in the name of the minor Edith Kienmayr 
accepts the promise of the married couple, Robert H. and Shirley Ann Paulse: 
with reservation as to the approval of the guardianship court and grants the 
adoption. 

IN WITNESS WHEREOF the set hands of the contracting and participant parties 

Linz, November 29, 1951. 

(S) ScCHRATSBERGER. (S) Ropert H. Pautsen 

[SEAL] (S) SwHirLtey ANN PAvuLSsEN. 

Translation certified correct. 

RENE Popuorsky, Interpret: 


[Translation] 
4 P 924/50-7 
DECISION 


The district court, Linz, section 4, agrees that the married couple, Robert 
H. Paulsen and Shirley Ann Paulsen, both residing in Linz, Spallerhof, Glimp- 
fingerstrasse 60 a, citizens of the State of California, adopt Edith Kienmayr, born 
September 23, 1950 (register of births No. 2988/50 of the Linz Registry) out of 
wedlock by Maria Josefa Kienmayr, now of unknown whereabouts, and in ac- 
cordance with paragraph 181 of the Civil Code confirms the adoption contract 
concluded November 29, 1951, between Robert H. Paulsen and Shirley Ann 
Paulsen as elective parents from one side and the minor, Edith Kienmayr, repre- 
sented by the Linz citv youth authority as guardians, on the other side. 

In place of the child’s mother, Maria Josefa Kienmayr, now of unknown where- 
abouts, the consent to the adoption has been given by the appointed guardian- 
curator, Maria Kienmayr, born 1890, from Steinwand 6, Post Pochlarn. 

The elective child has henceforward the name of Edith Paulsen, 

Distriet Court Linz, section 4, January 24, 1952. 

Dr. JOHANNA KUNDMANN 

For the correctness of the copy the chief of office. 

Translation certified correct. (Signature illegible). 

RENE Popuorsky, CIC Interpreter 


430TH CIC, SuBDETACHMENT B, 
APO 174, Care of Postmaster, New York, N. Y., January 19, 1953. 
Hon. GeorGeE P. MILLER, 
House of Representatives, Washington 25, D. C. 

DrAR CONGRESSMAN MILLER: May we again thank you for your interest in 
our case and we deeply appreciate the indicated progress. 

As requested, we forwarded a brief letter and affidavit to Hon. Louis E. Graham, 
copies of which are enclosed with this letter. It clearly states that we realize 
our obligation as adopted parents of Edith Marie Paulsen and that we are able 
and jointly will support this child and treat her as if she were our natural child 
Statements to that effect, including a statement on our wages and assets, are also 
amqart of the documents necessary for the adoption, copies of which were included 
with the adoption papers sent to you on December 15, 1952. Enclosed are also 
the letters from our chaplain and two superior officers, concerning our character 
and responsibility in view of supporting and caring for this child. 

Thank you again for your most sincere service. We send our best regards to 
you and Mrs. Miller. 

Sincerely, 
Rosert H. PAvubsen, 
Surrey A. PauLsEN 
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430TH CouNTER INTELLIGENCE Corps DETACHMENT, 
SUBDETACHMENT B (L1Nz), 
APO 174, United States Army, January 20, 1958. 
Hon. GeorGcE P. MILLER, ; 
House of Representatives, 
Washington, D. ( 
DeaR Mr. Minar: Sfe. Robert H. Paulsen has been under my command 
nee Se pte smber 195 92. During this period he has displaved outstanding mental, 
ysieal, and moral attributes, which are in keeping with the highest traditions of 
» service. His judicious approach to personal and official matters has won him 
1e respect and admiration of his superiors and associates alike, and is indicative 
‘a home environment highly conducive to the proper upbringing of children. 
is recommended that all possible assistance be given Sergeant Paulsen in this 
o 
er 


Sincerely yours, 


Harrison G. WILLIAMS, 
Vajor, MPC, Commanding 


Heapquarters Linz Minirary Post, 
OFFICE OF THE CHAPLAIN, 
APO 174, United States Army, January 19, 1953. 
To Whom It May Concern: 

This is to certify that I have known Sfe. Robert H. Paulsen, RA35908087, 
of the 430th CIC Subdetachment B, APO 174, c/o Postmaster, New York, N. Y., 
and his wife, Shirley, during my tour of duty in Austria which is about 1 year of 
date. The Paulsen family is outstanding in this community; their character is 
beyond repromen. They are both thoroughly responsible in every respect. They 

iave an excellent background and are associated with friends of high standards 
and qualifications. 

This child, a baby girl 28 months old, Edith Marie Paulsen, was adopted to 
complete the Paulsen family circle. The Paulsens have a boy of their own but 
apparently could not have any more children born to them so they decided to 
adopt this baby girl. 

; Paulsens are devoted to this child as if it were their own and I sincerely 

ype that a special bill for entry into the United States will be passed soon in order 
that this child may optain a visa to travel with her adopted parents when they 
return to the States. 

Mito A. GuiILp, 
Chaplain (Major) O536238, 


Post Chaplain, Linz Military Post, APO 174, United States Army, 


430th CountTEerR INTELLIGENCE Corps DETACHMENT, 
SURDETACHMENT B (LINz), 
APO 174, United States Army, January 19, 19538. 
To Whom It May Concern: 


This is to certify that I have known Sfe. Robert H. Paulsen, RA35908087, and 
his wife, Shirley Paulsen, for approximately 5 years. 

Sergeant First Class and Mrs. Paulsen are among the leading young people in the 
community and have always been active in all civic and military affairs. Both 
Sergeant First Class and Mrs. Paulsen have an excellent background and are con- 
nected with families that have long been associated with the cultural and indus- 
trial life of their respective communities. 

Sfe. Robert H. Paulsen is a special agent of the Counter Intelligence Corps 
assigned to difficult and intensive investigative work. During the more than 23 
months that he has been overseas, he has served under my command for 8 months. 
In this period of time he has occupied the position of an officer assistant to me and 
has manifested an abundance of tact, diplomacy, and cautious judgment in assist- 
ing in the general and specialized operation of an office heavily burdened with 
every known type of intelligence mission. 

Sergeant First Class and Mrs. Paulsen have two children to whom they are 
completely devoted. The younger child, adopted, has been with the Paulsens 
since September 21, 1951, and is fully accepted and treated and loved as the Paul- 
sens’ own child. The Paulsens are fully responsible parents. In every instance, 
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they exercise an unusually high degree of ability, good judgment and comn 
sense. Their character is above reproach. Their appearance, attitude, 4 
conduct have at all tines been in keeping with the highest traditions of Amer 
parenthood. 
Respectfully yours, 
RENE R. FRANCAZI, 
Japtain MPC, 
Chief, Special Investigations Branc] 


The committee, after consideration of all the facts in the case, js 
of the opinion that the bill (H. R. 861) should be enacted. 
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MARINELLA TALETTI 
MakcuH 23, 1953.—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany S. 556} 


The Committee on the Judiciary, to which was ‘referred the bill 


(S. 556) for the relief of Marinella Talleti, having considered the same, 
reports favorably thereon with amendments and recommends that the 
bill, as amended, do pass. 

AMENDMENTS 


1. On line 5, strike the name “Talleti” and insert in lieu thereof the 
name ‘‘Taletti’’. 
2. Amend the title to read: 


A bill for the relief of Marinella Taletti. 
PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant to the minor child 
to be adopted by citizens of the United States the status of a nonquota 
immigrant which is the status normally enjoyed by the alien minor 
children of United States citizens. 


STATEMENT OF FACTS 


The beneficiary of the bill was born of unknown parents in Trieste 
on December 29, 1951, and was placed in an orphanage. The child 
was released for adoption on April 3, 1952, to Sgt. and Mrs. Thomas 
A. Douglas, who are citizens of the United States. 

Senator Leverett Saltonstall, the author of the bill, has submitted 
a number of letters and documents in support of the bill, among which 
are the following: 
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UNITED STATES SENATE, 
COMMITTEE ON ARMED SERVI ES, 
March 2, 1953 
Hon. Witi1aAm LANGER, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator Lancer: This letter is written to express my interest j 
S. 556, which I introduced on January 21 for the relief of Marinella Talleti 

Marinella Talletti (the spelling on her birth certificate) was adopted on April 3. 
1952, by Sfe. Thomas A. Douglas, RA6385877, and his wife Eva Douglas. ‘hei 
present address is Company F, 351st Infantry Regiment, APO 209, ¢/o Postmaster, 
New York, N. Y. Both Mr. and Mrs. Douglas are residents of Massachusetts 

You will note from the enclosed correspondence that Sergeant Douglas has had 
17 years’ service in the Army, and that he and his wife are due to return to 
States in July 1953. They are, of course, extremely anxious to bring their ad 
daughter back with them. 

According to the attached letters from the American consulate general, Genoa. 
Italy, a wait of at least several years would be encountered before an immigration 
visa could be issued to this child. Sergeant and Mrs. Douglas have had thi 
child since she was 3 months old and have, of course, become deeply attached t 
her. 

Your earnest and sympathetic consideration of S. 556 at the earliest possible 
convenience of your committee would, I know, be deeply appreciated. From 
what I have learned about Sergeant and Mrs. Douglas, from the letters they have 
written me, this case appears to have merit. 

In accordance with the child’s birth certificate, it would appear the correct 
spelling of her name is Marinella Taletti. 

Thank you for your courtesy and assistance in this matter. Sergeant and Mrs 
Douglas would, I know, deeply appreciate anything that may be done to help 
them. 

With best regards, I am, 

Sincerely yours, 
LEVERETT SALTONSTALL, 
United States Senator. 


FEBRUARY 19, 1953 
Hon. Levererr SALTONsTALL: 
United States Senate, Washington, D. C. 

DEAR SENATOR SALTONSTALL’ We gratefully received vour letter of January 
29 along with the copies of the special bill for the relief of our foster daughter 
Marinella Talleti. 

Information on this case, further than that which we sent in our first letter to 
you, is not available. The information contained here is just about the same as 
the first sent. With the hope that it might be of some help to the Judiciary 
Committee we are sending it. 

Baby Marinella Talleti was born in Trieste, Free Territory of Trieste, on Decem- 
ber 29, 1951, of a woman who did not disclose her name. This woman gave the 
baby over to the elinie of suckling, for homeless babies in Trieste for adoption and 
immediately abandoned her. 

We were given the child for adoption on April 3, 1952, and applied for an 
immigration visa on April 11, 1952. At the time we made application for the 
visa we were informed by the vice consul in Genoa, Italy, that we would prob- 
ably receive the visa by August 1952, and certainly before the end of December 
1952. 

When we heard nothing from the vice consul after August, we wrote a letter 
of inquiry, and received the reply that at the time of application it had seemed 
likely that the visa might be issued earlier than was now possible, and that it 
would not be sometime longer. 

We are due to return to the United States in July of this year, and we are 
deeply concerned over the knowledge that Marinella’s visa will not be available 
by then. We feel that we cannot let her go back to the city orphanage after 
being with us since she was 3 months old. 

She is a well-adjusted member of the family now, and we will do anything 
within our power to keep her with us. 

Both my wife and I are United States citizens by birth. I have served in the 
Army 17 years, and expect to serve about 13 years more. We feel sure that we 
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ean give Marinella a home and security that she might not otherwise ever have. 
Hoping that something may be done to help us in this matter, and with deep 
appreciation of your consideration, we remain, 
Sincerely yours, 
Tuomas A. DovuG.as. 


[his is a copy of a letter from the director of Catholic Welfare, Trieste, to the 
ctor of the Home for Orphan Babies in Trieste: 


Dorr RiBECCHI, 
Provincia di Trieste, Via della Ge ppa, 21, Triesle: 
rhe family of Sgt. and Mrs. Thomas A. Douglas, 44 Rocky Heights, Opicina, 
vish to adopt the child, Marinella, born on December 29, 1951, who presently is 
the hospital. 
ge that Mrs. Douglas is converted to Catholicism and will be baptized 
soon, she will edueate the child like a Christian; this office has nothing 
alnst adoption, 
Very truly vours, 
Very Rev. Msgr. Josern J. Harnett, D. D. 


lranslation of birth registration at the place of birth: 

TaLert1 MARINELLA: 

From the document No. 24, Parth Series A Vol. I complied on January 3, 1952, 
appears that the 29th day of Dec. of the vear 1951 at 8 hundred hours: 

In Trieste, Piazza dell’ Ospitale No. 1 (main Civilian Hospital), from a woman 
who did not approve to be named, was born a child of female sex to whom has 
been given the first name Marinella and the last name Taletti. 

Delivered upon request of the local Provincial Administration free of charge for 

ibliec service (art. 156 par A, Law of stamp). 

Trieste, 4 January 1952. 

Officer of Civil State (Illegible Signature). 

Complied: (Ilegible signature). 


This is a copy of letter from commanding officer of Sergeant Douglas to the 
lirector of the children’s orphanage in Trieste:) 

; Company F 35lsv INFANTRY, 

UNITED States ARMY, 
APO 209, February 14, 1952. 
Dr. Repecent, Via Geppa, Trieste. 

I, the undersigned, commanding officer of Sfe. Thomas A. Douglas, RA6385877, 
know him to be a responsible family man, of excellent character, and I believe him 
to be capable of maintaining and raising an orphan child properly. He has made 
known his desire to adopt a child. 

Ricuarp Harwoop, 
Captain, Infantry, Commanding. 


FOREIGN SERVICE OF THE UNITED STATEs, 
AMERICAN CONSULATE GENERAL, 
Genoa, Italy, October 10, 1952. 
Sfe. Toomas A. Dovuatas, 
APO 209, United States Army, Trieste. 

DeaR SerGEANT Dovatas: I refer to your recent undated letter concerning 
the immigration visa case of your foster daughter, Marinella Taletti. 

At the time your wife called at this office on April 11, 19F2, the situation 
of the Trieste quota, though oversubscribed, was such as to justify the state- 
ment that before the end of the year your foster daughter’s turn could be ex- 
pected to be reached. 

The statements made in the second paragraph of this consulate general’s 
letter to vou of April 10, 1952, referred to a waiting period the length of which 
could not be determined, but which at that time appeared to be not longer than 
several months. 

Unfortunately, there was later a regression in the priority date for registrants 
in the Trieste quota eligible to receive visas, which made Marinella’s chances 
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to immigrate into the United States far more remote than could have bee 
anticipated during April 1952. The statement contained in the consulate 
general's letter of September 19, i. e. ‘ that the status of Marinella’s case is the 
same as described in my letter to vou dated April 10, 1952, and explained to 
your wife during her visit to this office,”’ is therefore incorrect. Visas are being 
at present issued only to qualified applicants who were registered in the waitin 
list for nonpreference immigration visas in the Trieste quota prior to July 1, 1950, 
Very truly yours, 

Sorta KEARNEY, 

American Vice Consul 

(For the consul general), 


The committee, after consideration of all the facts in the case, 
is of the opinion that the bill (S. 556) as amended, should be enacted, 
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enacted, 
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CREATING A DEPARTMENT OF HEALTH, EDUCATION, 
AND WELFARE 


Marcu 23, 1953.—Ordered to be 


Mrs. Smiru of Maine, from the Committee on Government Oper- 
ations, submitted the following 


REPORT 
[To accompany H. J. Res. 223] 


The Committee on Government Operations, having considered the 
resolution, House Joint Resolution 223, providing that Reorganization 
Plan No. 1 of 1953, proposing the creation of an executive department 
of the Government to be known as the Department of Health, Edu- 
cation, and Welfare, submitted to the Congress by the President on 
Mareh 12, 1953, shall take effect 10 days after the date of enactment of 
this joint resolution, reports favorably thereon, without amendments, 
and recommends that it do pass. 


PURPOSE 


The purpose of the joint resolution is to expedite the effective date 
of Reorganization Plan No. 1 of 1953, which defines a new adminis- 
trative status for Federal activities in the fields of health, education, 
and social security. Under the provisions of the Reorganization Act 
of 1949, as amended, reorganization plans take effect upon the expira- 
tion of the first period of 60 calendar days of continuous session of the 
Congress following the date on which the plan is transmitted; but only 
if, between the date of transmittal and the expiration of such 60-day 
period there has not been passed by either of the 2 Houses, by the 
affirmative vote of a majority of the authorized membership of 
that House, a resolution stating in substance that that House does 
not favor the reorganization plan. 

The adoption of House Joint Resolution 223 would have the effect 
of waiving the 60-day requirement, and would permit the plan to 
become effective within 10 days after its approval by the President. 
The committee, in recommending favorable action on House Joint 
Resolution 223, considered the fact that a number of similar proposals 
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to elevate the Federal Security Ageney to departmental status have 
been repeatedly considered and extensively debated in the Congress 
and all the issues involved are fully known to Members of the Senate 
It was, therefore, held that, if the plan meets with the approval of the 
House and the Senate as has been indicated by the hearings, it was 
desirable that every effort be made to expedite the reorganization and 
improvement of the administration of the functions now vested in the 
Federal Security Agency through the advancement of the norma! 
effective date of the plan. 

The President stated in his message accompanying the plan that its 
purpose is to improve the administration of vital health, education, 
and social security functions now being carried on in the Federal 
Security Agency by giving them departmental status, and that ‘ 
action is demanded by the importance and magnitude of these func- 
tions, which affect the well-being of millions of our citizens.” He fur- 
ther pointed out that he has taken action toward giving proper recog- 
nition to these activities by requesting the attendance of the present 
head of the Federal Security Agency at Cabinet meetings. Plan No. 
| of 1953 has been submitted to the Congress in order to implement 
fully this administrative policy, and with the view to giving adequate 
recognition to these essential Federal functions. The adoption of 
House Joint Resolution 223 would be a further step toward the expe- 
dition of the recommendations of the President. 


‘such 


HEARINGS 


Joint hesrings were held on House Joint Resolution 223, and on 
Reorganization Plan No. 1 of 1953, by the House and Senate Com- 
mittees on Government Operations or March 16, 1953, in order to 
expedite action and to conserve the time of Government witnesses 
and members of both committees. Witnesses appearing at this hear- 
ing included the Director of the Bureau of the Budget, the Federal 
Security Administrator, representatives of the American Medical 
Association, and of the American Pharmaceutical Asseciation. In 
addition, there were a number of statements filed by interested 
groups favoring the plan, which were incorporated in the record 
The Subcommittee on Reorganization of the Senate Committee on 
Government Operations held additional bearings on the resolution 
on Mareb 23, 1953, to permit others who had indicated opposition to 
the plan or the resolution to present their views. 

The hearings developed the fact that Reorganization Plan No. | 
of 1953 meets with general public approval, and constitutes an 
important step toward the improvement of the administration of 
vital health, education, and social-security functions now adminis- 
tered by the Federal Security Agency. A majority of the witnesses 
agreed that the importance and magnitude of these Federal functions 
warranted immediate action toward elevating the Federal Security 
Agency to a departmental status with the head of such agency attain- 
ing the same rank as other department heads. 
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BACKGROUND 


Proposals for the integration of major Federal activities designed 
to promote health and educational activities, and social and economic 
security, have been advanced repe -atedly by Presidents of the United 
States ‘during the last 30 years. The establishment of a Department 
of Education and Welfare was recommended by President Harding 
in 1923. President Hoover, in 1932, proposed the grouping of the 
health, education, and recreation functions in the Department of the 
eg A Committee on Administrative Management appointed 
President Franklin D. Roosevelt also recommended the creation 
( a a Department of Social Welfare in 1937. President Truman 
recommended the elevation of the Federal Security Agency’s fune- 
tions to a departmental status on five separate occasions, beginning 
: 1946, submitting reorganization plans incorporating related pro- 
posals in 1949 and 1950. 
The Federal Security Agency was established under the reorganiza- 
tion authority gre anted to the President under the Reorganization 
Act of 1939 (plan No. I, effective July 1, 1939), and additional activi- 
ties relating to welfare were transferred to the Federal Security 
Ageney by Reorganization Plan No. IV in 1940 and by plan No. 2 of 
1946. In addition to these improvements emanating from four 
Presidents of the United States, the Congress has given consideration 
to a number of legislative proposals for the establishment of such a 
department. In 1947, this committee reported favorably a_ bill, 
5. 140, sponsored by Senators Taft and Fulbright, providing for the 
establishment of a Department of Health, Education, and Security, 
which failed of approval by the Congress. 


REORGANIZATION PLAN NO. 1 OF 1949 


Two previous plans have been submitted under authority of the 
Reorganization Act of 1949, both of which were disapproved by the 
Congress. The first of these, plan No. 1 of 1949, changed the name 
of the Federal Security Agency to a De spartment of Welfare, and 
vested all of the functions of both the Administrator and the con- 
stituent agencies in the Secretary. The plan consolidated all health, 
education, and welfare functions under a new Department, and 
authorized the Secretary to transfer or realine the departmental struc- 
ture and all activities as he might determine. 

Opponents of plan No. 1 of 1949 stressed the fact that, in view of the 
size and cost of welfare activities of the proposed new department, and 
the lack of safeguarding provisions, its approval might permit the 
subjugation of health and education activities to those of welfare 
functions. The Congress has long insisted on the separation of policy 
determinations pertaining to health and education in regard to their 
relationship to Federal social security and welfare activities. In 
carrying out this policy, adequate statutory limitations have been 
included in basic legislative authorizations to insure that the Federal 
functions performed in health and educational fields would be carried 
out as provided by law. Special emphasis has consistently been 
placed upon the independenc e of administration of these Federal 
activities, and to insure that they are not in any way subjugated to 
other factors having to do with different, although related, problems. 
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The Senate held that it would be contrary to the public interest to 
vest such statutory functions in a Cabinet officer, without proper 
safeguards to insure that the administration of these different pro- 
grams would be carried out in accordance with the intent of the Con- 
gress, and adopted a reselution of disapproval (S. Res. 147, 81st 
Cong.) by a vote of 60 to 32 on August 16, 1949, which made the plan 
inoperative. 
REORGANIZATION PLAN NO. 27 OF 1950 

The President submitted a new plan (No. 27 of 1950) on May 31, 
1950, for the creation of a Department of Health, Education, and 
Security, which was proposed with a view to overcoming some of the 
objections to plan No. 1 of 1949. This plan, although differing in 
some respects from plan No. 1 of 1953 presently under consideration, 
contained similar provisions designed to insure the separation of 
functions relating to health and education from those of social secu- 
rity and public welfare. The House adopted a resolution of dis- 
approval (H. Res. 647, 8Ist Cong.) on July 10, 1950, by a vote of 
249 to 71. Similar action had been recommended to the Senate by 
a majority of the members of this committee (S. Rept. 1943, 8ist 
Cong.). This action was based upon three principal factors: 

1. The contention that it would greatly enhance the influence of 
the then Federal Security Administrator, who had been generally 
recognized as the leading advocate of a national compulsory health 
insurance program, to which there was pronounced opposition in the 
Congress. Opponents of the plan contended that to elevate this 
official to a Cabinet status would considerably increase the prestige 
of his position and authority toward advancement of a program to 
which the Congress had repeatedly expressed opposition. 

2. That action on Reorganization Plan No. 27 of 1950 would be 
premature, pending further consideration of recommendations of the 
Hoover Commission relating to the improvement of Federal medica! 
services and the possible creation of a Department of Health, which 
were then under study by various committees of the Congress. 

3. Vesting in the Secretary all authority over supply, budgeting, 
accounting, library, and legal services, and other activities common 
to the Department’s diversified agencies; would deprive the Office 
of Education and the Surgeon General of any voice in the direction 
of those important matters; that veto by the Secretary of agency 
budget requests could very well curtail, seriously impede, and inter- 
fere with the operations of educational and medical programs. 

The following is a summation of the various proposals contained 
in plan No. 1 of 1953, in relation to plan No. 1 of 1949 and plan No 


27 of 1950, prepared by the staff of this committee: 
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10 CREATE DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 


HOOVER COMMISSION RECOMMENDATIONS 


The Hoover Commission recommended the establishment of a new 
Department of Social Security and Education to administer educa. 
tional and public-welfare functions of the Federal Security Ageney 
and the Bureau of Indian Affairs, which was proposed to be transferred 
from the Department of the Interior into the new Department. 4 
companion recommendation to this proposal was for the creation 
of a United Medical Administration as an independent agency to 
which would be transferred the functions of the Public Health Servic, 
of the Federal Security Agency. 

Following the submission of the Hoover reports, bills were drafted 
by attorneys for the Hoover Commission and filed in the Congress 
proposing to carry out the specific recommendations of the Com- 
mission. After the rejection of Reorganization Plan No. 1 of 1949 
the Senate Committee on Expenditures in the Exec coer Depart- 
ments considered a new bill in the nature of a substitute for th 
Hoover Commission bill (S. 2060) but took no further action in 
view of the Senate’s rejection of a similar bill, S. 140, in the soth 
Congress. 

In the 82d Congress, drafted by the Citizens Committee for th 
Hoover Report, bills were introduced in both the House and tly 
Senate, with variations from the original Hoover Commission }ills 
proposing (1) the creation of a Department of Social Security and 
Education, to which would be transferred the functions of the Socia! 
Security Administration, the Office of Education, and the Bureau ; 
Indian Affairs and (2) the transfer of the Public Health Servic 
functions to a proposed new Department of Health. While no 
action was taken on the bills proposing the creation of a Department 
of Social Security and Education, the Senate Committee on Expendi- 
tures in the E xecutive Departments held extensive hearings on th 
latter proposal, S. 1140. In view of wide opposition to the establish- 
ment of a separate Department of Health, which had also been 
previously in evidence when similar proposals were made in the past, 
the committee rejected the bill. 


REORGANIZATION PLAN NO. 1 OF 1953 


The pending plan provides that the Department shall be admin- 
istered under the supervision and direction of the Secretary, and that 
the Secretary may consolidate service activities common to the various 
agencies of the Department. Although the Secretary will undoubted]; 
be authorized to regulate the government of the Department, the plan 
safeguards the status of the constituent units of the Department, 
particularly the Public Health Service and the Office of Education 
It does not transfer from those agencies any professional or substantive 
functions vested in them by law, or provide for any such transfer 
A fair interpretation of the plan is that, except as regards the estab- 
lishment of common administrative services, the authority of the 
Secretary under the plan with respect to the constituent units of the 
Department will be the same as the present authority of the Federal 
Security Administrator. Thus, in the opinion of the committee, the 
plan adequately safeguards the status of the constituent units of the 
Department. 
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CREATE DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 1]] 


rhe President in submitting plan No. 1 of 1953, after setting forth 
its basic objective —the integration and improvement of the admin- 
istration of the vital health, education, and social-security functions 
now being carried on in the Federal Security Ageney—stresses the 
importance of extending efforts in these areas by elevating the Agency 
to 2 departmental status to better meet the increased activities in 
these fields and the present needs of the people, while retaining the 
prof ssional and substantive responsibilities vested by law.in com- 
ponents of the Department or in their heads. 

In order that proper emphasis might be placed on the importance 
of health functions to be administered by the new Secretary under the 
provisions of the plan, a section has been included to create a special 
assistant to the Secretary, to be appointed by the President with the 
consent of the Senate, from among persons who are recognized leaders 
in the medical field with wide nongovernmental experience. The 
President, in his message, stated that the purpose of this section was 
to insure that emphasis will be placed on the development of health 
and medical programs of the Department, and to permit the Secre- 
tary to develop programs for submission to the Congress relative to 
necessary legislation designed to improve Federal activities in the 
health and medical fields. It is the understanding of the committee 
that this section is intended to provide for the appointment of a 
special assistant to the Secretarv who is a doctor of medicine and who 
is thoroughly familiar with the problems of medical practitioners as 
a result of firsthand experience. The committee is of the view that 
the functions which the special assistant to the Secretary will perform 
are advisory, and in no event would be broader than functions of the 
Department and the Secretary; that the advice and assistance which 
the special assistant may furnish the Secretary will be limited to the 
scope of the functions vested in the Department; that authority is not 
provided for the undertaking of comprehensive studies of all aspects 
of medical care for the American people or to make recommendations 
to the Seeretary accordingly; and that a comprehensive study of the 
subject of medical care would undoubtedly require further legislation 
in anv event. 

The plan would also continue the present position of Commissioner 
of Education, with direct access to the Secretary. The President, 
in his message to the Congress further advocated that the Department 
should create an advisory committee on education, made up of persons 
chosen by the Secretary from outside the Federal Government, which 
would have the function of advising the Secretary with respect to 
educational programs of the Department; that the creation of such an 
advisory body to the Secretary would help to insure the maintenance 
of responsibility for the public educational system in State and local 
governments, while preserving the national interest in education 
through appropriate Federal action. 

Plan No. 1 of 1953 meets major objections raised to previous pro- 
posals to elevate the Federal Security Agency to departmental status. 
Important factors which contributed to the disapproval of Reorgani- 
zation Plan No. 1 of 1949 and Plan No. 27 of 1950 are not now present. 
The committee therefore recommends favorable action on House Joint 
Resolution 223, in order to expedite the improvements in adminis- 
tration which would follow its implementation. 


O 
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Yet alendar No. 124 


s3p CONGRESS SENATE | Report 
1st Session No. 129 


AUTHORIZING THE ARCHITECT OF THE CAPITOL TO PERMIT 
CERTAIN TEMPORARY CONSTRUCTION WORK ON THE CAPITOL 
GROUNDS IN CONNECTION WITH ERECTION OF A BUILDING 
ON ADJACENT PRIVATELY OWNED LANDS 


Marcu 25, 1953.—Ordered to be printed 


\ir. Martin, from the Committee on Public Works, submitted 
the following 


REPORT 


(To accompany S. J. Res. 59] 


The Committee on Public Works, to whom was referred the bill 
(5. J. Res. 59) authorizing the Architect of the Capitol to permit 
certain temporary construction work on the Capitol Grounds in 
connection with the erection of a building on privately owned property 
adjacent thereto, having considered the same, report favorably thereon 
without amendment, and recommend that the bill do pass. 


PURPOSE 


The purpose of the bill is to authorize the Architect of the Capitol 
to permit temporary excavation within the area under his jurisdiction, 
in connection with construction of an office building on privately 
owned property adjacent thereto, such excavation to be replaced and 
the surface completely restored upon completion of the work. 


STATEMENT 


The International Brotherhood of Teamsters, Chauffeurs, Ware- 
housemen and Helpers, American Federation of Labor, are in the 
process of erecting a national headquarters building at the northwest 
corner of D Street and Louisiana Avenue NW., in the District of 
Columbia. This property is now vacant and is being used as a park- 
ing lot adjacent to the Continental Hotel. 

lhe contractors contemplate that in excavating for the foundations 
of the building it will be necessary for them to extend their working 
area 2 or 3 feet beyond the property line of the brotherhood and onto 
Government property while they are performing the necessary excava- 
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2 AUTHORIZE CERTAIN TEMPORARY CONSTRUCTION WORK 


tion. They do not intend to use these 2 or 3 feet at all, and will 
replace all the soil and sod in exactly the same condition that it was 
prior to the construction activities. The footings of the building wil] 
not extend over onto the Government property but will only occupy 
the property owned by the brotherhood. 

Enactment of this legislation would grant authority for this excava- 
tion to encroach upon the Capitol Grounds temporarily without 
marring its beauty in any manner, and provides that any areas 
disturbed will be restored to their original condition without an 
expense to the United States. It further provides that all work shall 
be performed satisfactory to the Architect of the Capitol, and relieves 
the United States of any claim, expense, or liability of any kind arising 
from the proposed work. 

The Architect of the Capitol has no objection to enactment of this 
legislation. 

Accordingly, the committee recognizes the necessity for having 
suitable working space available when preparing the basement, 
foundation, and spread footings, for a large building, and recommends 
enactment of this legislation. 

O 
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Ist Session 29 No. 130 


~~ 
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~ 


REVISION OF REPORTING REQUSREMENTS FOR MAIL 
SCHEDULES ~~ 


Marcu 25, 1953.—Ordered to be printed 


_—_— 


Mr. Caruson, from the Committee on Post Office and Civil Service, 
submitted the following 


REPORT 


[To accompany H. R. 3062] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (H. R. 3062) to amend section 3841 of the Revised 
Statutes relating to the schedules of the arrival and departure of the 
mail, to repeal “certain obsolete laws relating to the postal service, 
and for other purposes, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass, 


STATEMENT 


The purpose of this bill (H. R. 3062), which was approved by the 
House of Representatives on March 2, 1953, is to repeal certain postal 
laws which have become obsolete and to increase the efficiency of the 
postal service. 

Section 1 of the bill eliminates the present provision of law which 
requires postmasters to keep a detailed record of the arrivals and 
departures of star routes. It substitutes a provision under which 
the Postmaster General will require reports showing only when the 
arrivals or departures of star routes do not conform to schedules. 

The committee believes that this change in law will produce greater 
savings and will also provide for a more current and effective review of 
such reports to determine the necessity for penalties due to perform- 
ance failures of star-route contractors. 

Section 2 of the bill eliminates an outdated definition of ‘clerk in 
charge.” 

Under Public Law 204, 82d Congress, the classifications of super- 
visory employees in the postal service were revised and more descrip- 
tive titles were substituted for “clerk in charge” such as foreman, 
general foreman, etc. This section amending existing law was con- 
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sidered necessary by the committee because of the enactment of 
Public Law 204, 82d Congress, which reclassifies postmasters and 
supervisors. 

Section 3 of the bill repeals unnecessary language in present Jay 
requiring the Postmaster General to make a report to Congress when 
such report is rendered unnecessary by the specific terms of late: 
statutes. Section 3975 of the Revised Statutes (sec. 493, title sg. 
U.S. C.) provides that the Postmaster General may contract for the 
transportation of mails, but where such service is not over a post 
route, such service shall cease at the end of the following session of 
Congress unless such route is established as a post route by Congress, 

Subsequent law has specifically designated every conceivabl; 
avenue of transportation as a post route. Section 482, title 39, United 
States Code, provides “all public roads and highways while kept wp 
and maintained as such are post routes.’’ Therefore, the committe 
believes the language proposed to be eliminated by section 3 is no 
longer necessary and a revision of the postal laws in this respect is 
advisable. 

On March 24, 1953, hearings were conducted by the committee at 
which time representatives of the Post Office Department appeared in 
support of the legislation. The Bureau of the Budget has advised th: 
committee that it approves the enactment of this legislation. The 
letter of the Postmaster General to the President of the Senate dated 
February 10, 1953, is as follows: 


OFFICE OF THE POSTMASTER GENERAL, 
Washington 25, D. ¢ 
Hon. Ricuarp M. N1Ixon, 
President of the United States Senate. 


Dear Mr. Presipent: There is submitted herewith, for consideration by the 
Congress, proposed legislation to amend section 3841 of the Revised Statutes relat- 
ing to the schedules of the arrival and departure of the mail, to repeal certai: 
obsolete laws relating to the postal service, and for other purposes. 

Under the provisions of the last clause of section 3841 of the Revised Stat 
(sec. 7, title 39, U. S. C.), each postmaster whose office is at the terminal 
a star route must prepare and submit to the appropriate general superintende 
Postal Transportation Service, a detailed monthly report showing the ex: 
times of arrival and departure of each mail transportation trip performed 
a star-route carrier. Postmasters are required to keep duplicate copies of t! 
reports. The current practice is for the postmaster to prepare a running re} 
during the month, and then to copy a smooth report for forwarding to tl 
general superintendent. No provision has been made to date for carbon copics 
of these reports which could serve as the postmaster’s record. A separate for! 
is prepared for each route which serves an office. 

Insofar as individual post offices are concerned, comparable service is per 
formed over mail-messenger routes and star routes in that thev deliver ma 
and pick up mail from post offices at scheduled times. Performance re} 
are also required with reference to mail-messenger routes. On these rep 
only failures to perform scheduled service are noted. This type of report 
proved to be satisfactory. 

The passage of the first section of the proposed legislation is sought in o1 
to obtain authority to revise the performance reports relative to star routes 
that they may be made similar to those required in connection with mail-! 
senger routes. The listing of service failures, only, will suffice for all pur; 
of service control and payment. 

The law embodied in section 620 of title 39, United States Code, defines a « 
in charge in the Postal Transportation Service. Public Law 204, 82d Cong 
approved October 24, 1951, redesignated administrative and supervisory p: 
tions in the Postal Transportation Service. Prior to enactment of this law, 
term “clerk in charge’ covered all supervisory assignments in railway 
offices, highway post offices, terminals, transfer offices, air-mail fields, and 
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fices. Under Public Law 204, the term is restricted to a limited number of 
pervisory assignments. Therefore, it is recommended that the law embodied 
section 620 of title 39, United States Code, be repealed as obsolete. The gen- 
administrative authority granted under Public Law 204 permits the Post- 
ister General to assign personnel to the various supervisory positions provided 
ler this law in accordance with general Government personnel procedures. 
etailed statutory descriptions of positions are not required 
Section 3975 of the Revised Statutes (sec. 493, title 39, U. S. C.), authorizes 
Postmaster General to contract for the transportation of mails to and from 
ny post office, but such service must be the subject of a special report to Congress, 
t is not over a post road. The provisions of sections 481 and 482 of title 39, 
nited States Code, designate every conceivable avenue of transportation as a 
t road. This presents the anomalous situation in which one statute requires 
Postmaster General to make a certain report, the making of which is rendered 
necessary by the specific terms of other statutes. Therefore, this provision 
of law, enacted on June 8, 1872 (sec. 493, title 39, U. S. C.), is obsolete and un- 
essary. 
Because the proposed legislation will contribute materially to the efficiency 
f the service over star routes and because it will repeal laws which have become 
obsolete, the early enactment of the proposed legislation is urged. 
The Bureau of the Budget has advised that there would be no objection to the 
submission of this legislative proposal to Congress. 
Sincerely yours, 
Artaur E. SUMMERFIELD, 
Postmaster General. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 


reported, are shown as follows (existing law proposed to be omitted 
s enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


REVISED STATUTES, AS AMENDED 


Sec. 3841. The Postmaster General shall furnish to the postmasters at the 
termination of each route a schedule of the time of arrival and departure of the 

iil at their offices, respectively, to be posted in a conspicuous place in the office; 
nd he shell also give them notice of any change in the arrival and departure that 

iv be ordered; and he shall cause to be kept and [returned to the Department, 
at short and regular intervals, registers, showing the exact times of the arrivals 
and departures of the mail] forwarded to the Department, or designated field offices, 
such reports as he may consider necessary 

Sec. 3975. The Postmaster General may, when he deems it advisable, contract 
for the transportation of the mails to and from any post office [; but where such 
service is performed over a route not established by law, he shall report the same 
to Congress at its meeting next thereafter, and such service shall cease at the 
end of the next session of Congress, unless such route is established a post-route 
by Congress]. 


Act or June 5, 1920, as AMENDED (41 Srar. 1045 


AN ACT To reclassify postmasters and employees of the Postal Service and readjust their 
compensation on an equitab 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, 
* * * k + 
CA clerk in charge is defined as a clerk in charge of a railway post office, ter- 
inal railway post office, or transfer office whether he performs service alone or 
ias & crew of clerks under his supervision, or of a tour or @ crew within a tour of 
a terminal railway post office or transfer office.] 
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JOINT AND SURVIVORSHIP BENEFITS OF MEMBERS 
OF CONGRESS 


Marcu 25, 1953.—Ordered to be | rinted 


Mr. Cartson, from the Committee on Post Office and Civil Service, 
submitted the following 


REPORT 


[To accompany H. R. 3073] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (H. R. 3073) to amend the Civil Service Retirement 
Act of May 29, 1930, with respect to the survivorship benefits granted 
to Members of Congress, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


STATEMENT 


The purpose of the bill is to repeal a proviso in the Civil Service 
Retirement Act which prevents persons receiving survivorship 
benefits from Members of Congress unless such Members live 30 
davs beyond the effective date of their retirement. 

Under present law, if a Member of Congress dies within 30 days 
after the effective date of his or her retirement, the designated bene- 
ficiary is precluded from receiving survivorship benefits to which such 
person otherwise would have been entitled had such Member lived 
30 days beyond the effective date of his or her retirement. 

In 1948, when extensive amendments were made to the Civil 
Service Retirement Act, this provision was eliminated with respect 
to all other Federal employees who are covered by the Retirement 
Act. However, due to an apparent oversight, this proviso was not 
eliminated as it affects Members of Congress. 

This bill was introduced in the House of Representatives because of 
the recent death of a former Member of the House who had made an 
election upon his retirement to provide a survivorship annuity for 
his widow after his death. However, this Member of Congress died 
within 30 days after the effective date of his retirement, and, conse- 
quently, his widow is not entitled to an annuity. 


26006 
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The bill, which was passed by the House of Representatives op 
February 19 following unanimous approval by the House Post Office 
and Civil Service Committee, eliminates the restrictive provision 
outlined above, and under section 2 of the bill the amendment to the 
Retirement Act is made effective January 1, 1953. 

On March 24, 1953, hearings were conducted by the committee, at 
which time representatives of the Civil Service Commission appeared 
and supported the bill. The Bureau of the Budget has no objection 
to the enactment of this legislation, and it is supported unanimously 
by the committee. ; 

CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


SecTion 4 (p) oF THE CiviLt Service RETIREMENT Act oF May 29, 1930, 
AMENDED (PuBLic Law 263, 76TH Cona.; 53 Sratr. 1201) 


(d) Any employee retiring under the provisions of section 1 of this Act may 
at the time of his retirement elect to receive in lieu of the life annuity described 
herein a reduced annuity payable to him during his life, and an annuity after 
his death payable to his beneficiary, duly designated in writing and filed with 
the Civil Service Commission at the time of his retirement, during the life of 
such beneficiary (a) equal to or (b) 50 per centum of such reduced annuity and 
upon the death of such surviving beneficiary all payments shall cease and no 
further annuity shail be due or payable. ‘The amounts of the two annuities 
shall be such that their combined actuarial value on the date of retirement as 
determined by the Civil Service Commission shall be the same as the actuarial 
value of the single life increased annuity with forfeiture provided by this [section: 
Provided, That no election in lieu of the life annuity provided herein shall become 
effective in case an employee dies within thirty days after the effective date of 
retirement, and in the event of such death within this period, such death shall 
be considered as a death in active service] section, 
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AMENDING SECTION 9 OF THE RUBBER ACT OF 1948 


Marcu 25, 1953.—Ordered to be printed 


CapeHart, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


[To accompany 8. 1410] 


The Committee on Banking and Currency, to whom was referred 
the bill (S. 1410) to amend section 9 of the Rubber Act of 1948, having 
considered the same, report favorably thereon with an amendment 
and recommend that the bill, as amended, do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to extend the time for the filing with the 
Congress by the President of his recommendations with respect to the 
disposal of the Government-owned rubber-producing facilities other 
than those authorized to be scld, leased, or otherwise disposed of 
under the provisions of section 9 (b) of the Rubber Act of 1948. As 
introduced, the time would have been extended from April 15, 1953, 
until July 15, 1953. As amended, the time would be extended only 
until May 15, 1953. Your committee is of the opinion that a 30-day 
extension will afford the President time within which to make the re- 
quired recommendations to the Congress. 


GENERAL STATEMENT 


The Rubber Act of 1948 (Public Law 469, 80th Cong.) provides 
that there shall be maintained in the United States a rapidly expand- 
ible rubber-producing industry capable of producing synthetic rubber 
to meet essential needs of the Nation in time of war. This act further 
provides that Government ownership of synthetic-rubber facilities 
and the production of synthetic rubber by the Government should be 
terminated as early as practicable, consistent with our national 
security. 





AMENDING SECTION 9 OF THE RUBBER ACT OF 1948 


Under existing law the Rubber Act of 1948 will expire on March 3] 
1954. The act provides that on or before April 15, 1953, the President. 
after consultation with the National Security Resources Board, shal] 
recommend to the Congress legislation with respect to the disposal of 
the Government-owned rubber-producing facilities other than those 
authorized to be sold, leased, or otherwise disposed of under the 
provisions of section 9 (b) of the act. 

This committee is convinced that the time as set forth in the bill, 
as amended, is required for the President to evaluate the various facets 
of this complex problem in the light of reorganization programs under 
consideration and the objective of greater efficiency in Government at 
less cost, without impairing the defense effort. The committee, there- 
fore, recommends that the time during which the President shall make 
his recommendations to the Congress be extended from April 15, 1953, 
to May 15, 1953. 

CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXITX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


RvuspsBer Act oF 1948, as AMENDED (PuBLic Law 469, 80TH Cona.) 


Sec. 9. (a) The department, agency, officer, Government corporation, or 
instrumentality of the United States designated by the President pursuant to 
section 7 (a) of this Act shall undertake immediate study, conducting such 
hearings as may be necessary, in order to determine and formulate a program for 
disposal to private industry by sale or lease of the Government-owned rubber- 
producing facilities other than those authorized to be disposed of pursuant to 
section 9 (b) of this Act. A report with respect to the development of such a 
disposal program shall be made to the President and to Congress not later than 
March 1, 1953. On or before [April 15, 1953] May 15, 1953, the President, after 
consultation with the National Security Resources Board, shall recommend to 
the Congress legislation with respect to the disposal of the Government-owned 
rubber-producing facilities other than those authorized to be sold, leased, or 
otherwise disposed of under the provisions of section 9 (b) of this Act, together 
with such other recommendations as he deems desirable and appropriate: Pro- 
vided, That the Government shall maintain the ownership of a rated rubber- 
producing capacity of six hundred thousand long tons of general-purpose rubber 
and a rated rubber-producinyg capacity of sixty-five thousand long tons of special- 
purpose rubber until a program is formulated and adopted for the sale or lease of 
such facilities as provided in this section. 
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SUBMERGED LANDS ACT 
Marcu 27, 1953.—Ordered to be printed 


Mr. Corpon, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany 8S. J. Res. 13] 


The Senate Committee on Interior and Insular Affairs, to whom was 
referred the resolution, Senate Joint Resolution 13, to confirm and 
establish the titles of the States to lands beneath navigable waters 
within State boundaries and to the natural resources within such 
lands and waters, and to provide for the use and control of said lands 
and resources, having considered the same, report favorably thereon 
with an amendment in the nature of a substitute, and recommend that 
the bill, as amended, do pass. Senate Joint Resolution 13 was 
introduced by Senator Spessard L. Holland, of Florida, and sponsored 
by the following 39 other Senators: Mr. Butler of Nebraska, Mr. 
Smathers, Mr. Byrd, Mr. Robertson, Mr. Bennett, Mr. Watkins, 
Mr. Bricker, Mr. Taft, Mr. Butler of Maryland, Mr. Beall, Mr. 
Cordon, Mr. Carlson, Mr. Schoeppel, Mr. Daniel, Mr. Johnson of 
* Texas, Mr. Duff, Mr. Martin, Mr. Ellender, Mr. Long, Mr. Eastland, 
Mr. Stennis, Mr. Frear, Mr. Flanders, Mr. Goldwater, Mr. Hendrick- 
son, Mr. Smith of New Jersey, Mr. Hickenlooper, Mr. Jenner, Mr. 
Knowland, Mr. Kuchel, Mr. McClellan, Mr. Maybank, Mr. Mundt, 
Mr. Potter, Mr. Saltonstall, Mr. Smith of North Carolina, Mr. Thve 
Mr. Welker, and Mr. McCarran. 

Public hearings were held on Senate Joint Resolution 13 and re- 
lated measures on February 16, 17, 18, 19, 20, 23, 24, 25, 26, 27, and 
March 2, 3, and 4, 1953. Some 66 witnesses appeared before the 
committee, including the Attorney General of the United States, the 
Secretary of the Interior, and the Secretary of the Navy. Testimony 
and exhibits submitted to the committee during this hearing comprise 
1,282 printed pages. 
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SUBMERGED LANDS ACT 


Il. Toe AMENDMENT 


For the convenience of the Members of the Senate, the committee 
is reporting a clean bill. Therefore, the amendment is to strike oy; 
all after the enacting clause and in lieu thereof insert the language so 
forth below. In part VI of this report, post, the changes from the 
original Holland bill as introduced are shown in detail and explained 

The committee wishes to emphasize that, as will be seen from com- 
parison with the measure as introduced, the changes are primarily 
those of form and language, and the committee amendment is consist- 
ent throughout with the philosophy and intent of Senate Joint 
Resolution 13 as introduced. The only change of substance is found 
in section 9, in which the jurisdiction and control of the Federal 
Government over the natural resources of the seabed of the Conti- 
nental Shelf seaward of historic State boundaries is confirmed. This 
assertion gives the weight of statutory law to the jurisdiction asserted 
by the proclamation of the President of the United States in 1945. 
The text of this proclamation is set forth in appendix A of this report: 

The committee’s form of the bill is as follows: 


Resolved by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Joint Resolution may be cited as 
the “Submerged Lands Act’. 


TITLE I 
DEFINITION 


Sec. 2. When used in this Joint Resolution— 

(a) The term “lands beneath navigable waters’? means— 

(1) all lands within the boundaries of each of the respective States which 
are covered by nontidal waters that were navigable under the laws of the 
United States at the time such State became a member of the Union, or 
acquired sovereignty over such lands and waters thereafter, up to the ordi- 
nary high water mark as heretofore or hereafter modified by accretion, erosion 
and reliction; 

(2) all lands permanently or periodically covered by tidal waters up to 
but not above the line of mean high tide and seaward to a line three geo- 
graphical miles distant from the coast line of each such State and to ¢! 
boundary line of each such State where in any case such boundary as it 
existed at the time such State became a member of the Union, or a3 hereto- 
fore or hereafter approved by Congress, extends seaward (or into the Gulf 
of Mexico) beyond three geographical miles, and 

(3) all filled in, made, or reclaimed lands which formerly were lands beneath 
navigable waters, as hereinabove defined; 

(b) The term ‘boundaries’ includes the seaward boundaries of a State or its 
boundaries in the Gulf of Mexico or any of the Great Lakes as they existed at the 
time such State became a member of the Union, or as heretofore or hereafter 
approved by the Congress, or as extended or confirmed pursuant to seetion 4 
hereof; 

(c) The term ‘coast line’? means the line of ordinary low water along that 
portion of the coast which is in direet contact with the open sea‘and the line 
marking the seaward limit of inland waters; 

(d) ‘The terms ‘‘grantees’”’ and “lessees” include (without limiting the generality 
thereof) all political subdivisions, municipalities, public and private corporations, 
and other persons holding grants or leases from a State, or from its predecessor 
sovereign if legally validated, to lands beneath navigable waters if such grants or 
leases were issued in accordance with the constitution, statutes, and decisions of 
the courts of the State in which such lands are situated, or of its predecessor 
sovereign: Provided, however, That nothing herein shall be construed as conferring 
upon said grantees or lessees any greater rights or interests other than are de- 
scribed herein and in their respective grants from the State, or its predecessor 
sovereign; 

(e) The term “natural resources’”’ includes, without limiting the generality 
thereof, oil, gas, and all other minerals, and fish, shrimp, oysters, clams, crabs, 
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lobsters, sponges, kelp, and other marine animal and plant life but does not 
include water power, or the use of water for the production of power; 

f) The term “lands beneath navigable waters’’ does not include the beds of 
streams in lands now or heretofore constituting a part of the publie lands of the 
United States if such streams were not meandered in connection with the public 
survey of such lands under the laws of the United States and if the title to the 
beds of such streams was lawfully patented or conveyed by the United States 
or any State to any person; 

’ The term “State”? means any State of the Union; 

h) The term “person” includes, in addition to a natural person, an association, 
a State, a political subdivision of a State, or a private, public, or municipal 
corporation 

TITLE II 
LANDS BENEATH NAVIGABLE WATERS WITHIN STATE BOUNDARIES 


Sec. 3. RIGHTS OF THE STATES. 

a) It is hereby determined and declared to be in the publie interest tnat (1) 
title to and ownership of the lands beneath navigable waters within the bound- 
aries of the respective States, and the natural resources within such lands s.ad 
waters, and (2) the right and power to manage, administer, lease, develop, and 
use the said lands and natural resources all in accordance with applicable State 
law be, and they are hereby, subject to the provisions hereof, recognized, con- 
firmed, established, and vested in and assigned to the respective States or the 
persons who were on June 5, 1950, entitled thereto under the law of the respective 
States in which the land is located, and the respective grantees, lessees, or suc- 
cessors in interest thereof; 

b) (1) The United States hereby releases and relinquishes unto said States 
and persons aforesaid, except as otherwise reserved herein, all right, title, and 
interest of the United States, if any it has, in and to all said lands, improvements, 
and natural resources; (2) the United States hereby releases and relinquishes all 
claims of the United States, if any it has, for money or damages arising out of any 
operations of said States or persons pursuant to State authority upon or within 
said lands and navigable waters; and (3) the Secretary of the Interior or the Sec- 
retary of the Navy or the Treasurer of the United States shall pay to the respec- 
tive States or their grantees issuing leases covering such lands or natural resources 
all moneys paid thereunder to the Secretary of the Interior or to the Secretary of 
the Navy or to the Treasurer of the United States and subject to the control of 
any of them or to the control of the United States on the effective date of this 
Joint Resolution, except that portion of such moneys which (1) is required to be 
returned to a lessee; or (2) is deductible as provided by stipulation or agreement 
between the United States and any of said States; 

(c) The rights, powers, and titles hereby recognized, confirmed, established 
and vested in and assigned to the respective States and their grantees are subject 
to each lease executed by a State, or its grantee, which was in force and effect on 
June 5, 1950, in accordance with its terms and provisions and the laws of the State 
issuing, or whose grantee issued, such lease, and such rights, powers, and titles 
are further subject to the rights herein now granted to any person holding any 
such lease to continue to maintain the lease, and to conduct operations thereunder, 
in accordance with its provisions, for the full term thereof, and any extensions, 
renewals, or replacements authorized therein, or heretofore authorized by the 
laws of the State issuing, or whose grantee issued such lease: Provided, however, 
That, if oil or gas was not being produced from sch lease on and before December 
11, 1950, or if the primary term of such lease has expired since December 11, 1950, 
then for a term from the effective date hereof equal to the term remaining unex- 
pired on December 11, 1950, under the provisions of such lease or any extensions, 
renewals, or replacements authorized therein, or heretofore authorized by the 
laws of the State issning, or whose grantee issued, such lease: Provided, however, 
That within ninety days from the effective date hereof (i) the lessee shall pay to 
the State or its grantee issuing such lease all rents, royalties, and other sums 
payable between June 5, 1950, and the effective date hereof, under such lease and 
the laws of the State issuing or whose grantee issued such lease, except such rents, 
royalties, and other sums as have been paid to the State, its grantee, the Secretary 
of the Interior or the Secretary of the Navy or the Treasurer of the United States 
and not refunded to the lessee: and (ii) the lessee shall file with the Secretary of the 
Interior or the Secretary of the Navy and with the State issuing or whose grantee 
issued such lease, instruments consenting to the payment by the Secretary of the 
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Interior or the Secretary of the Navy or the Treasurer of the United States to the 
State or its grantee issuing the lease, of all rents, royalties, and other payments 
under the control of the Secretary of the Interior or the Secretary of the Navy or 
the Treasurer of the United States or the United States which have been paid, 
under the lease, except such rentals, royalties, and other payments as have also 
been paid by the lessee to the State or its grantee; 

(d) Nothing in this Joint Resolution shall affect the use, development, improve. 
ment, or control by or under the constitutional authority of the United States of 
said lands and waters for the purposes of navigation or flood control or the pro- 
duction of power, or be construed as the release or relinquishment of any rights 
of the United States arising under the constitutional authority of Congress to 
regulate or improve navigation, or to provide for flood control, or the productior 
of power; 

(e) Nothing in this Joint Resolution shall be construed as affecting or intended 
to affect or in any way interfere with or modify the laws of the States which li 
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wholly or in part westward of the ninety-eighth meridian, relating to the owner. 
ship and control of ground and surface waters; and the control, appropriation, 
use, and distribution of such waters shall continue to be in accordance with the 
laws of such States. 

Sec. 4. SEAwarD BounpDaAriFS.—The seaward boundary of each original 
coastal State is hereby approved and confirmed as a line three geographical 
miles distant from its coast line. Any State admitted subsequent to the forma- 
tion of the Union which has not already done so may extend its seaward bound- 
aries to a line three geographical miles distant from its coast line, or to the inter. 
national boundaries of the United States in the Great Lakes or any other body 
of water traversed by such boundaries. Any claim heretofore or hereafter 
asserted either by constitutional provision, statute, or otherwise, indicating the 
intent of a State so to extend its boundaries is hereby approved and confirmed, 
without prejudice to its claim, if any it has, that its boundaries extend beyond 
that line. Nothing in this section is to be construed as questioning or in any 
manner prejudicing the existence of any State’s seaward boundary beyond three 
geographical miles if it was so provided by its constitution or laws prior to or at 
the time such State became a member of the Union, or if it has been heretofore 
or is hereafter approved by Congress. 

Sec. 5. Exceptions From Operation oF Section 3 or Tuts Joint Resowv- 
tTIoN.—There is excepted from the operation of section 3 of this Joint Resolution— 

(a) all tracts or parcels of land together with all accretions thereto, re- 
sources therein, or improvements thereon, title to which has been lawfully 
and expressly acquired by the United States from any State or from any 
person in whom title had vested under the law of the State or of the United 
States, and all lands which the United States lawfully holds under the law 
of the State; all lands expressly retained by or ceded to the United States 
when the State entered the Union; all lands acquired by the United States 
by eminent domain proceedings, purchase, cession, gift, or otherwise in a 
proprietary capacity; all lands filled in, built up, or otherwise reclaimed by 
the United States for its own use; and any rights the United States has in 
lands presently and actually occupied by the United States under claim of 
right; 

(b) such lands beneath navigable waters held, or any interest in which 
is held by the United States for the benefit of any tribe, band, or group of 
Indians or for individual Indians; and 

(c) all structures and improvements constructed by the United States in 
the exercise of its navigational servitude. 

Sec. 6. Powers RETAINED BY THE UNITED States.—(a) The United States 
retains all its navigational servitude and rights in and powers of regulation and 
control of said lands and navigable waters for the constitutional purposes of 
commerce, navigation, national defense, and international affairs, all of which 
shall be paramount to, but shall not be deemed to include, proprietary rights 
of ownership, or the rights of management, administration, leasing, use, and 
development of the lands and natural resources which are specifically recognized, 
confirmed, established, and vested in and assigned to the respective States and 
others by section 3 of this Joint Resolution. 

(b) In time of war or when necessary for national defense, and the Congress 
or the President shall so prescribe, the United States shall have the right of first 
refusal to purchase at the prevailing market price, all or any portion of the said 
natural resources, or to acquire and use any portion of said lands by proceeding 
in accordance with due process of law and paying just compensation therefor. 
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Sec. 7, Nothing in this Joint Resolution shall be deemed to amend, modify, 
or repeal the Acts of July 26, 1866 (14 Stat. 251), July 9, 1870 (16 Stat. 217), 
March 3, 1877 (19 Stat. 377), June 17, 1902 (32 Stat. 388), and December 22, 
1944 (58 Stat. 887), and Acts amendatory thereof or supplementary thereto. 

Sec. 8. Nothing contained in this Joint Resolution shall affect such rights, if 
any, as may have been acquired under any law of the United States by any person 
‘n lands subject to this Joint Resolution and such rights, if any, shall be governed 
bv the law in effect at the time they may have been acquired: Provided, however, 
That nothing contained in this Joint Resolution is intended or shall be construed 
as a finding, interpretation, or construction by the Congress that the law under 
which such rights may be claimed in fact or in law applies to the lands subject to 
this Joint Resolution, or authorizes or compels the granting of such rights in such 
lands, and that the determination of the applicability or effect of such law shall 
he unaffected by anything contained in this Joint Resolution. 

sec. 9. Nothing in this Joint Resolution shall be deemed to affect in anv wise 
the rights of the United States to the natural resources of that portion of the 
subsoil and seabed of the Continental Shelf lying seaward and outside of the area 

f lands beneath navigable waters, as defined in section 2 hereof, all of which 
natural resources appertain to the United States, and the jurisdiction and control 
of which by the United States is hereby confirmed. 

Sec. 10. Executive Order Numbered 10426, dated January 16, 1953, entitled 
“Setting Aside Submerged Lands of the Continental Shelf as a Naval Petroleum 
Reserve’, is hereby revoked insofar as it applies to any lands beneath navigable 
waters as defined in section 2 hereof. 

sec. 11. SEPARABILITY.—If any provision of this Joint Resolution, or any 
section, subsection, sentence, clause, phrase or individual word, or the application 
thereof to any person or circumstance is held invalid, the validity of the remainder 
of the Joint Resolution and of the application of any such provision, section, sub- 
section, sentence, clause, phrase or individual word to other persons and circum- 
stances shall not be affected thereby; without limiting the generality of the fore- 
going, if subsection 3 (a) 1, 3 (a) 2, 3 (b) 1, 3 (b) 2, 3 (b) 3, or 3 (c) or any pro- 
vision of any of those subsections is held invalid, such subsection or provision 
shall be held separable and the remaining subsections and provisions shall not be 
affected thereby. 


Amend the title so as to read: 


Joint resolution to confirm and establish the titles of the States to lands beneath 
navigable waters within State boundaries and to the natural resources within 
such lands and waters, to provide for the use and control of said lands and re- 
sources, and to confirm the jurisdiction and control of the United States over the 
natural resources of the seabed of the Continental Shelf seaward of State 
boundaries. 


III. Purpose or Bru 


Senate Joint Resolution 13, as amended, determines and declares 
that it is in the public interest that title and ownership of lands beneath 
navigable waters within the boundaries of the respective States, and 
of the resources therein, be established and vested in the respective 
States. Insofar as the Federal Government has any proprietary rights 
in such lands and waters, that interest is relinquished or ‘‘quitclaimed”’ 
to the individual States. 

The measure also provides that in addition to title and ownership, 
but distinct from them, the States shall have the right and power to 
manage, administer, lease, develop, and use such lands and natural 
resources in accordance with the terms of Senate Joint Resolution 13 
and applicable State law, and whatever rights the Federal Govern- 
ment may have in such management and administration are estab- 
lished in and assigned to the States. 

The proposed legislation specifically sets forth that none of the inter- 
ests or rights established in, or confirmed, assigned, or quitclaimed to 
the States shall in any wise affect the constitutional powers of the 
Federal Government to regulate commerce, provide for the common 
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defense, or to conduct international affairs in the navigable wate 
areas Within State boundaries. 


Offshore submerged lands 


The offshore rights which are confirmed to the States and the; 
grantees are rights g growing out of the concept of ownership and pro- 
prietary use and de -velopment—rights which were first asserted 
by the Federal Government in recent years and which it has neve 
exercised nor enjoyed. These rights, legally vested in the States and 
their grantees by Senate Joint Resolution 13, have in fact been ep. 
joyed ‘and exercised by them from the beginning of our history as , 
nation until the date of the California decision. 

Under this concept of ownership and control by the several States 
and their grantees immense development has been achieved repre- 
senting untold millions of dollars of new economic wealth . This 
wealth has been created through control of the taking, within | 
boundaries of the States, of various forms of marine life, such as fi 
oysters, shrimp, sponges, kelp and others; through the use of sand, 
shell, gravel and important minerals; through the erection and use o 
piers, as well as bulkheads and groins for the filling and conservatior 
of new lands; through the erection and control on said new-buil 
lands of valuable recreational, commercial, and private improvements 
and through construction and use of facilities for the disposal of 
sewage and industrial waste. The control by the States of the pro- 
duction of oil and gas from their coastal belts has also created sub- 
stantial values, which will continue temporarily in a few places os a 
few years, but such production of oil and gas in the past, present, 
future is insignificant in value when compared eke the many “te 
manent values which largely determine the development and _pros- 
perity of coastal communities and many important industries. 

Considering the untold millions of dollars of economic wealth repre- 
sented in the port and harbor developments of our great coastal cities, 
in the recreational, residential, and commercial areas of Boston Harbor, 
Long Island, Staten Island, New Jersey, Florida, California, and else- 
where, and the beginnings of the development of the undersea oil and 
gas deposits within State boundaries off the Gulf and Pacifie coasts 
the committee majority is firmly convinced that the State ownership 
under which all of these and many other developments have been 
achieved should be continued in the public interest and in the further- 
ance of our Federal-State system. 

It is highly significant that in all 16 hearings on this subject, com- 
prising over 8 000 printed pages of evidence, no single instance has 
been meationed where any of the thousands of developments accom- 
plished under the authority and direction of the States and _ their 
grantees has interfered in the slightest degree with the exercise by thi 
United States of its paramount constitutional powers or its govern- 
mental functions. Senate Joint Resolution 13 makes certain thiat 
there shall be no such interference or impairment in the future. 
Lands beneath inland waters and Great Lakes 

The committee likewise calls attention to the fact that Senate Joint 
Resolution 13 will operate to confirm to all States in the Nation the 


ownership and control of the submerged lands under their navigable 
inland waters and will confirm to the States bordering on the Great 
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Lakes the ownership and coatrol of the beds of the Great Lakes, 
extending in many cases to international boundaries. Particular 
ittention is directed to those portions of the report of the Senate 
Judiciary Committee on S. 1988 of the 80th Congress, 2d session, 
appearing in the appendix to this report, which relate to inland navi- 
vable waters of all States in the Union, and to the beds of the Great 
Lakes. It is abundantly clear that as to the beds of these inland 
waters and the Great Lakes the States have, under present conditions, 
erave reason for the apprehensions which flow out of the wording of 
the decision of the California case, and also out of the printed observa- 
tions of Federal counsel in the California case, and out of the testimony 
f a former Attorney General and a former Solicitor General. The 
fact that most of the attorneys general of the several noncoastal 
States have joined in drafting and supporting Senate Joint Resolution 
i3, coupled with the fact that the American Bar Association has 
officially expressed its concern relative to the beds of the inland waters 
and of the Great Lakes, shows clearly the necessity of confirming 
these values to all States as will be accomplished by Senate Joint 
Resolution 13. 

Reference is made to the large areas of inland waters and Great 
Lakes waters contained within the various States and set forth in 
table E of the appendix. 


All States treated alike 


The joint resolution treats all of the States alike, both inland and 
coastal, with respect to lands beneath nevigable waters within their 
respective boundaries. As shown by the list in appendix F, every 
State has submerged lands which are covered by this joint resolution. 
Comparative totals show far greater areas under inland waters and 


the Great Lakes, as follows: 
Acres 


Lands under inland waters_. od : . 28, 960, 640 
Lands under Great Lakes___- e . 38, 595, 840 
Lands under marginal seas___- _ 17, 029, 120 

All of these areas of submerged lands have been treated alike in this 
legislation because they have been possessed, used, and claimed by the 
States under the same rule of law, to wit: That the States own all 
lands beneath navigable waters within their respective boundaries. 
Prior to the California decision, no distinction had been made between 
lands beneath inland waters and lands beneath seaward waters so long 
as they were within State boundaries. 

The rule was stated by the Supreme Court in the early case of 
Pollard v. Hagan (3 How. 212, 229 (1845)) in the following words: 

First. The shores of navigable waters, and the soils under them, were not 
granted by the Constitution to the United States, but were reserved to the States 
respectively. Second. The new States have the same rights, sovereignty, and 
jurisdiction over this subject as the original States. 

The Pollard case and its general rule common to lands under both 
inland and seaward waters was cited with approval by 52 Supreme 
Court decisions and 244 State and Federal court decisions prior to the 
California case.! Excerpts from some of these opinions are included 
in appendix G. 


See Sheppard’s Citations, Pollard v. Hagan, supra 
S. Rept. 133, 83-1———2 
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The majority opinion in the California case concedes that the 
Supreme Court in the past has indicated its belief that this Pollard 
rule of State ownership applies equally to all lands under navigable 
waters within State boundaries, whether inland or seaward. Mr. 
Justice Black said for the majority in the California case: 

As previously stated this Court has followed and reasserted the basic doctrine 
of the Pollard case many times. And in doing so it has used language strong 
enough to indicate that the Court then believed that States not only owned tide- 
lands and soil under navigable inland waters, but also owned soils under al] 
navigable waters within their territorial jurisdiction, whether inland or not. 

The purpose of this legislation is to write the law for the future as 
the Supreme Court believed it to be in the past—that the States shal] 
own and have proprietary use of all lands under navigable waters 
within their territorial jurisdiction, whether inland or seaward, sub- 

ect only to the governmental powers delegated to the United States 

y the Constitution. 


“Oil grab”’ charge of opposition 


For years the charge has been made, and it is still being made, that 
those who believe that the States themselves are best qualified to own 
and manage the lands and resources within their State boundaries 
are somehow participating in an “oil grab” as ‘stooges’ of the oil 
industry. Nowhere in the long and voluminous record is there a 
scintilla of evidence even remotely substantiating such a charge. 

The evidence is undisputed that the States receive more money 
for their mineral leases than is received by the Federal Government. 
The States receive larger bonus payments and higher rentals and 
royalties. For instance, Texas has averaged $20 per acre for its 
submerged land leases on unproven acreage in its marginal belt. 
The State has received over $7,000,000 for leases on approximately 
350,000 acres. If the same leases had been sold under the present 
Federal Mineral Leasing Act the Federal Government would have 
received only 50 cents per acre or a total of $175,000. 

Under any of the scores of bills that have been submitted since the 
California, Texas, and Louisiana decisions, both by proponents of 
Federal control and by proponents of State control, the equities have 
been recognized of the oil operators who in good faith obtained leases 
from the States and who then went out and spent their own money in 
exploration and initial development work. These equities specifi- 
cally have been recognized in all of the so-called administration bills 
submitted during the 80th, 8lst, and 82d Congresses. They are 
similarly recognized in Senate Joint Resolution 13; the rights, powers, 
and titles vested in the States are made subject to the prior grants from 
the States, and the State-issued leases in navigable waters within 
State boundaries which were in force and effect on June 5, 1950—the 
date of the Supreme Court decisions in the Louisiana and Texas 
cases—are continued under their own terms and applicable State law. 
The committee majority emphasizes the fact that with respect to 
existing leases the same operators would produce the same oil and pay 
the same royalties under Federal administration as they will under 
State administration. 
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IV. LEGISLATION FOR CONTINENTAL SHELF 


The committee majority is fully aware that in proposing legislation 
applying only to submerged lands inside State boundaries, there re- 
mains a large and important area requiring congressional action, 
namely, the Continental Shelf seaward of State boundaries. Senate 
Joint Resolution 13, as amended, deals with this vast area only to 
the extent that it gives statutory confirmation to the jurisdiction 
and control of the United States over the resources of the seabed and 
subsoil of the Continental Shelf which was asserted in 1945 by the 
Presidential proclamation. It does not attempt to provide for the 
administration and development of the area and the mechanics of 
control. 

These highly important, complex matters, after full discussion in 
the hearings and in the committee, have been left for further early 
consideration in separate legislation. 

The complexity of the problem presented by the assumption by the 
United States of jurisdiction and control over the subsoil and seabed 
of the outer Continental Shelf is immediately apparent from even 
a cursory examination of the Presidential proclamation. The declara- 
tion is limited to jurisdiction and control of the resources of the land 
mass; as stated in the proclamation— 
the character as high seas of the waters above the Continental Shelf and the right 
to their free and unimpeded navigation are in no way thus affected. 

Clearly, we have here neither absolute sovereignty nor absolute 
ownership. 

It must follow that the interest of the United States is, from a 
national and an international standpoint, politically and legally, sui 
generis. What Federal laws are applicable, what should apply? In 
what court, where situated, does jurisdiction lie or where should it 
be placed? Should new Federal law be enacted where existing statutes 
are wholly inadequate, or should the laws of abutting States be made 
applicable? The necessity for answering these questions is clear when 
we take note of the fact that the full development of the estimated 
values in the shelf area will require the efforts and the physical 
presence of thousands of workers on fixed structures in the shelf area. 
Industrial accidents, accidental death, peace and order—these and 
many other problems and situations need and must have legislative 
attention. 

Therefore, the committee feels that the dual legislative approach is 
most desirable. Thereby each problem may be judged and determined 
by the Senate on its merits and subject to the particular and different 
considerations involved in each. As stated previously, the committee 
already has done considerable work toward recommending a legislative 
solution of the problems of the outer shelf, and it is committed to intro- 
ducing and reporting to the Senate a measure, or measures, to that 
end as soon as possible during this session of the 83d Congress. 
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V. SectionaL ANALYSIS OF THE JOINT RESOLUTION as REPorRrEp 


SECTION 1—TITLE 


This joint resolution may be cited as the “Submerged Lands Act.” 


SECTION 2—DEFINITIONS 


The following terms are defined: “lands beneath navigable waters,” 
“boundaries,” “coast line,”’ “grantees,” “lessees,” “natural resources,” 
“State,” and “person.” 


SECTION 3—-RIGHTS OF THE STATES 


Section 3 (a) (1) provides that the rights of ownership of lands and 
natural resources beneath navigable waters within the historic boun- 
daries of the respective States are vested in and assigned to the States 
or persons holding thereunder on June 5, 1950 (the date of the Supreme 
Court decision in the Louisiana and Texas cases) as explained in 
part III, “purpose of bill.””, Under the terms of the measure the lands 
confirmed in the States by Senate Joint Resolution 13 arp (i) lands 
within State’s boundaries which are above high-water mark and are 
covered by navigable, nontidal waters, (ii) lands between the high- 
water mark and a line 3 miles seaward from the coastline, except that 
in States whose boundary extended beyond that line when the State 
entered the Union, or whose boundary has been or may hereafter be 
so extended with the approval of Congress, the resolution covers lands 
between the high-water mark and that boundary and (iii) all filled in, 
made, or reclaimed lands formerly beneath navigable waters. 

Section 3 (a) (2) authorizes the States to administer, develop, and 
use the lands and natural resources beneath navigable waters. 

Section 3 (b) (1) releases the right, title, and interest of the United 
States in the lands, improvements, and natural resources, upon or 
beneath navigable waters. 

Section 3 (b) (2) releases all claims of the United States for money 
or damages arising out of operations of States or persons holding 
thereunder on the lands beneath navigable waters, 

Section 3 (b) (3) provides that the United States shall pay to the 
respective States all moneys under its control which have been tendered 
to it under leases issued by these States, except sums which are 
required to be returned to the lessee or are deductible pursuant to 
agreement between the United States and any State. 

Section 3 (c) provides that the grants to the States are subject 
to the terms of State leases in force on June 5, 1950. This recognizes 
the equities of existing operators to continue to operate for tke dura- 
tion of their leases. The first proviso to this subsection states that 
if oil and gas was not being produced from a lease on December 11, 
1950 (the date of the decree in the Texas and Louisiana cases), or if 
the primary term of a lease has expired since that date, the lease shall 
be for a term from the effective date of this act equal to the term 
remaining unexpired on December 11, 1950. The purpose of this 
proviso is to prevent lessees from being penalized for their failure to 
develop or renew their leases during the period when their exploration 
and development was enjoined by the Supreme Court. The second 
proviso to this subsection states that all lessees must tender to the 
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States within 90 days all unpaid rentals, royalties, and other sums 
due and owing, and that where the lessee may have paid such sums 
to the Federal Government under the lease, the lessee is required to 
authorize the Federal Government to return the money to the States, 
except where the lessee has also paid the State. 

A question has been asked of the committee as to the effect of sec- 
tion 3 (c) of the bill on a Florida lease on which Florida abated the 
lease rentals until such time as the lands here involved are revested in 
the State by congressional action. 

The committee understands that where rentals have been abated, 
or otherwise satisfied by agreement between a State and its lessee, 
section 3 (ce) will in nowise vary or affect such agreement. 

Section 3 (d) provides that nothing in the act shall be construed as 
affecting or releasing any of the constitutional authority of the United 
States over said lands and waters for the purposes of navigation, 
flood control, or the production of power. 

Section 3 (e) provides that nothing in this act shall affect the laws 
of the States lying wholly or in part westward of the 98th meridian, 
relating to the ownership and control of ground and surface waters. 


SECTION 4 SEAWARD BOUNDARIES 


The seaward boundary of each original coastal State is confirmed 
and approved as a line 3 geographical miles distant from its coast 
line. ‘Coastline’ is defined as the line of ordinary low water or the 
line marking the seaward limit of inland waters. This provision 
stems from the fact that the Supreme Court decision in United States 
v. California has been thought by some persons to cast doubt on 
whether the boundary of various eastern seaboard States extends 3 
miles seaward from their coastlines. 

Congressional authority is given for any State admitted subsequent 
to the formation of the Union to extend its seaward boundary to a line 
3 geographical miles distant from its coastline, or to the international 
boundary of the United States. Any such extension of a State’s 
boundary is expressly without prejudice to any claim a State may have 
that its boundary extends beyond that line. It is also provided that 
this section is without prejudice to the existence of a State’s boundary 
beyond the 3-mile limit, if it was so provided prior to or at the time 
such State entered the Union, or if it has been heretofore or is hereafter 
approved by Congress. 


SECTION 5 LAND EXCEPTED 


Section 5 (a) provides that there is excepted from the operation of 
section 3 all tracts of land, together with all accretions thereto. 
resources therein, or improvements thereon, which the United States 
acquired from any State, or from any person in whom title had vested 
under the law of the State or of the United States; all lands which the 
United States lawfully holds under the law of a State; all lands 
expressly retained by or ceded to the United States when the State 
entered the Union; all lands acquired by the United States by eminent 
domain, purchase, cession, gift, or otherwise in a proprietary eapacity : 
all lands filled in, built up, or otherwise reclaimed by the United 
States for its own use; and any rights which the United States has in 
lands presently and actually occupied under claim of right. 
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Section 5 (b) provides that lands or interest therein held by the 
United States for the benefit of Indians are also excepted. 

Section 5 (c) excepts all improvements constructed by the United 
States in the exercise of its navigational servitude. ) 


SECTION 6—POWERS RETAINED BY THE UNITED STATES 


Section 6 (a) provides that the United States retain all of its 
navigational servitude and rights and powers of regulation and contro] 
of said lands and navigable waters for the constitutional purposes of 
commerce, navigation, national defense, and international affairs, al] 
of which shall be paramount to, but shall not be deemed to include 
the rights and powers granted to the States by section 3 of this joint 
resolution. : 

Section 6 (b) provides that in time of war, or when necessary for 
national defense, and the Congress or the President shall so prescribe, 
the United States shall have the right of first refusal to purchase the 
natural resources covered by this act at the prevailing market price, 
or to acquire any portion of the lands covered by this act by proceeding 
in accordance with due process of law and paying just compensation. 


SECTION 7—CONSTRUCTION WITH OTHER ACTS 


This section provides that the joint resolution shall not affect, 
modify, or repeal the certain prior acts of Congress with respect to 
water rights and uses as follows: 

Act of July 26, 1866 (14 Stat. 251) —The main purpose of this act 
is to provide that the mineral lands of the public domain are open to 
exploration and occupation and to set forth the procedure for obtaining 
patents. The act also provides that rights to the use of water which 
have become vested by priority of possession shall be protected, and 
it establishes the right of the owners of such vested water rights to 
construct ditches and canals for the use of the water. 

Act of July 9, 1870 (16 Stat. 217).—This act amends the act of July 
26, 1866 (mentioned above) by providing that placer claims are subject 
to entry and patent, and by establishing the procedure for making 
such entries. The amendment specifically provides that the water 
rights conferred by the act of July 26, 1866, shall not be abrogated by 
the amendment. 

Act of March 3, 1877 (19 Stat. 377).—This act provides that desert 
lands can be purchased for 25 cents an acre by persons who declare 
their intention to reclaim the land by conducting water onto the land 
within 3 years. The act provides, however, that the right to use the 
water shall depend on a bona fide prior appropriation and shall not 
exceed the water actually used for irrigation and reclamation. Under 
the act, all surplus water over such actual appropriation and use and 
all other nonnavigable water on the public domain are declared to 
remain free for appropriation. 

Act of June 17, 1902 (82 Stat. 388).—This act provides that all 
proceeds from the sale of public lands in 16 Western States (excepting 
the 5 percent set aside for education) shall be set aside in a reclama- 
tion fund for irrigation and reclamation projects. Under the act, a 
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procedure is set up for the construction and location of irrigation 
projects and provision is made for entry on lands to be irrigated and 
for the purchase of irrigation water by private individuals. Section 
s of the statute provides that nothing in the act shall affect State 
laws relating to the control, appropriation, use, or distribution of 
water used in irrigation, or any vested right acquired under such 
State law. 

Act of December 22, 1944 (58 Stat. 887).—This act establishes rules 
for the improvement of rivers for navigation and flood control, and 
authorizes the construction of certain public works on rivers and 
harbors for that purpose. The act declares that it is the policy of 
Congress to recognize the interests and rights of the States * * * 
n water utilization and control and limits navigation works to those 
which can be operated consistently with “appropriate and economic 
use of the waters of such rivers by other users. 


SECTION 8-—-SAVING CLAUSE 


This section contains a saving clause providing that nothing in 
this resolution shall affect such rights, if any, as may have prev iously 
been acquired under any law of the United States on lands subject 
to the resolution. 


SECTION 9—CONTINENTAL SHELF 
This section provides that nothing in this act shall affect the rights 


of the United States to the resources of the Continental Shelf outside 
State boundaries, which are declared to appertain to the United 


States and confirmed to be under its jurisdiction and control. 


SECTION 10—EXECUTIVE ORDER NO. 10426 REVOKED 


This section provides that Executive Order No. 10426 entitled 
“Setting Aside Submerged Lands of the Continental Shelf as a Naval 
Petroleum Reserve”’ is revoked insofar as it applies to lands beneath 
navigable waters as defined in the joint resolution. 


SECTION 11-—SEPARABILITY 


This section contains, in addition to the standard form of separa- 
bility clause, an additional clause indicating the specific intention of 
Congress that if any of the provisions of subsections 3 (a), (b), or (c) 
is held invalid, such provisions shall be held separable and the 
remainder of the joint resolution shall not be affected thereby. 
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VI. Tae CommirrtrEE AMENDMENTS 





For the information of the 40 sponsors of Senate Joint Resolution 
13 and for the other Members of the Senate, the text of Senato, 
Holland’s measure as introduced with each change shown in italic js 
set forth below. The specific amendments are numbered and each | is 


explained individually immediately following the text of the amended 
measure. 











(S. J. 







Res, 13 as introduced is shown in Roman type. Amendments by the Committee on Interior 
Insular Affairs to S. J. Res. 13, as introduced, are numbered and shown in italic.] 


JOINT RESOLUTION To confirm and establish the titles of the States to lands beneath navigable \ 
within State boundaries and to the natural resources within such lands and waters, and to provide f 
use and control of said lands and resources. 













Resolved by the Senat eand House of Representatives of the United States of Amer 
in Congress assembled, That this Joint Resolution may be cited as the ‘Submerged 
Lands Act” 







TITLE | 





DEFINITION 


Sec. 2. When used in this [1] Aet Joint Resolution 

(a) The term “lands beneath navigable waters’ [2] tmehides means 

(1) all lands within the boundaries of each of the respeciive States w 
[3] were are covered by [4] nontidal waters [5] that were navigable um 
the laws of the United States at the time such State became a member of t! 
Union, [6] ened or acquired sovereignty over such lands and waters therea 
up to the ordinary high water mark as heretofore or hereafter mod i fie 1 hy 
tion, erosion, and reliction; 

(2) all lands permanently or periodically covered by tidal waters up 1 
but not above the line of mean high tide and seaward to a line three gx 
graphical miles distant from the eoast line of each such State and to t! 
boundary line of each such State where in any case such boundary 
existe d at the time such State became a member of the Union, or as be 
fore or hereafter approved by Congress, extends seaward (or into the [7] 
Great Lakes er Gulf of Mexico) beyond three geogravhical miles, and 

[8] +} (°) all filled in, made, or reclaimed lands which formerly wer 
lands be neath navigable waters, as [9] hereinahove defined; [10] the 

(b) The term ‘‘boundaries” includes the seaward boundaries of a State or 
boundaries in the Gulf of Mexico or any of the Great Lakes as they existed 
at the time such State became a member of the Union, or as heretofore or he 
after approved by the Congress, or as extended or confirmed pursuant to sect 
4 hereof; 

[il] 4 (c) The term ‘coast line” means the line of ordinary low water a! 
that portion of the coast which is in direct contact with the open sea and the line 
marking the seaward limit of inland waters [12]; +hieh iwelide aH estuaries; pert- 
Hitebops: bias edited: sHetta: Historie dress sata settee tte at ether beetie= 
areter whieh jolt the eper ses; 

[13] +e} (d) The terms “grantees” and “lessees”’ include (without limiting th 
generalitv thereof) all political Seeebetehait. municipalities, public and priv: 
corporations, and other persons holding grants or leases from a State, or Cl q 
from its predecessor sovereign [15] if legally validated, to lands beneath navig 
waters if such grants or leases were issued in accordance with the eutetitution 
statutes, and decisions of the courts of the State in which such lands are situated 
or of its predecessor sovereign: Provided, however, That nothing herein stall 
construed as conferring upon said grantees or lessees any greater rights or inter 
ests other than are described herein and in their respective grants from 
State, or ifs predeesssor sovereign: 

[16] +4 (e) The term “natural resources” [17] shel inehide includes, wit! 
limiting the generality thereof, [18] oi!, gas, and all other minerals, and fis! 
shrimp, ovsters, clams, crabs, lobsters, sponges, kelp, and other marine anima 
and plant life but [19] she# does not include water power, or the use of wate! 
for the production of power; [20] @t any site where the Lnited States new owns 
the weter power: 

[21] +s (f) The term “lands beneath navigable waters’? [22] she does 1 
include the beds of streams in lands now or heretofore constituting a part of 
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blic lands of the United States if such streams were not meandered in connec- 
n with the public survey of sueh lands under the laws of the United States 
23] and if the title to the beds of such streams was lawfully patented or conveyed 
) the United States or any State to any person; 
(24 +4 (g) The term “State’”’ means any State of the Union; 
[251 +8 (h) The term “person” includes [26] any eitizen of the Enited States, 
in addition to a natural person, an association, [27] of steh eitisens; a State, a 


political subdivision of a State, or a private, public, or municipal corporation; 


TITLE II 
LANDS BENEATH NAVIGABLE WATERS WITHIN STATE BOUNDARIES 


suc. 3. RIGHTS OF THE STATES.— 

[28] (a) It is hereby determined and declared to be in the public interest that 
£297 (1) title to and ownership of the lands beneath navigable waters within the 
ndaries of the respective States, and the natural resources within such lands 
and waters, and [30] (2) the right and power to [31] manage, administer, lease, 
eonteel; develop, and use the said [382] /ands and natural resources all in accord- 
ance with applicable State law be, and they are hereby, subject to the provisions 
hereof, recognized, confirmed, established, and vested in [33] and assigned to 
the respective States or the persons who were on June 5, 1950, entitled thereto 
nder the [34] property law of the respective States in which the land is located, 
and the respective grantees, lessees, or successors in interest thereof; [35] and the 
b) (1) The United States hereby releases and relinquishes unto said States and 
persons aforesaid, [36] except as otherwise reserved herein, all right, title, and 
interest of the United States, if any it has, in and to all said lands, [37] meneys; 
improven.ents, and natural resources [38]; and; (2) the United States he reby 
releases and relinqu’shes all claims of the United States, if any it has, [39] for 
money or damages arising out of any operations of said States or persons pursuant 
to State authority upon or within said lands and navigable waters [40]-; and 
3) the Secretary of the Interior or the Se cretary of the Navy or the Treasurer of the 
United States shall pay to the respective States or their grantees issuing leases cover- 
ing such lands or natural resources all moneys paid thereunder to the Secretary of the 
Interior or to the Secretary of the Navy or to the Treasurer of the United States and 
subject to the control of any of them or to the control of the United States on the effective 
date of this joint resolution, except that portion of such moneys which (1) is required 
to be returned to a lessee; or (2) is deductible as provided by stipulation or agreement 

beiween the United States and any of said States; Fre 
[41] (c) The rights, powers, and titles hereby recognized, confirmed, established, 
and vested in [42] and assigned to the respective States and their grantees are 
subject to each lease executed by a State, or its grantee, which was in force and 
effect on June 5, 1950, in accordance with its terms and provisions and the laws of 
the State issuing, or whose grantee issued, such lease, and such rights, powers, and 
titles are further subject to the rights herein now granted to any person holding 
anv such lease to continue to maintain the lease, and to conduct operations there- 
under, in accordance with its provisions, for the full term thereof, and any exten- 
sions, renewals, or replacements authorized therein, or heretofore authorized by 
the laws of the State issuing, or whose grantee issued such lease: Provided, however, 
That, if oil or gas was not being produced from such lease on and before December 
11, 1950, [43] or if the primary term of such lease has expired since December 11, 
1950, then for a term from the effective date hereof equal to the term remaining 
unexpired on December 11, 1950, under the provisions of such lease or any ex- 
tensions, renewals, or replacements authorized therein, or heretofore authorized 
by the laws of the State issuing, or whose grantee issued, such lease: Provided, 
however, [44] Phat al rents; royalties; and ether sums payable under steh lease 
sed the laws ef the state isstine or arhese grantee isstted steh lease between 
te 6: $480 shed the etfeetiee dite Hepeet: aehieh tee Het been pettd te tlre mete 
er is grantee issting it or te the Seeretary of the Interior of the LEnited States 
sett be patd te che state ep its erattee issHine sHeh lense within Hitety dees fore 
the effeetive date hereof: That within ninety days from the effective date hereof (i) the 
lessee shall pay to the State or its grantee issuing such lease all rents, royalties, and 
other sums payable between June 5, 1950, and the effective date hereof, under such 
ease and the laws of the State issuing or whose grantee issued such lease, except such 
rents, royalties, and other sums as have been paid to the State, its grantee, the Secretary 
of the Interior or the Secretary of the Navy or the Treasurer of the United States and 
not refunded to the lessee; and (ii) the lessee shall file with the Secretary of the Interior 
or the Secretary of the Navy and with the State issuing or whose grantee issued such 


8. Rept. 133, 883-1——-8 
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lease, instruments consenting to the payment by the Secretary of the Interior or th, 

Secretary of the Navy or the Treasurer of the United States to the State or its grant 

issuing the lease, of all rents, royalties and other payments under the control of thy 

Secretary of the Interior or the Secretary of the Navy or the Treasurer of the Uni 
States or the United States which have been paid, under the lease, except such re ntal ; 
royalties, and other payments as have also been paid by the lessee to the State or its 
grantee: > Hewes htt 

[45] (d) Nothing i in this [46] Aet Joint Resolution shall affect the use, dey 
ment, improvement, or control by or under the constitutional authority of th 
United States of said lands and waters for the purposes of navigation or flood « 
trol or the production of power [47] #+ any site where the Enited States ney 
ewns or mey hereafter seqtire the water power or be construed as the release o; 
relinquishme nt of any rights of the United States arising under the constitution, 
authority of Congress to regulate or improve navigation or to provide for flo 
control or the production of power [48]; a+ any¥ site where the United States acy 
owns the water power: Proveded further, That nothings 

[49] (e) Nothing in this [50] Aet Joint Resolution shall be construed as affec: 
ing or intending to affect or in any way interfere with or modify the laws of t 
States which lie wholly or in part westward of the ninety-eighth meridian, relating 
to the ownership and control of ground and surface waters; and the control, appro. 
priation, use, and distribution of such waters shall continue to be in accordane 
with the laws of such States. 

Sec. 4. SEawarD BounpariEs.—[[51] The seaward boundary of each origina 
coastal State is hereby approved and confirmed as a line three geographical mil: 
distant from its coast line. Any State [52] admitted subsequent to the formatior 
of the Union which has not already done so may extend its seaward boundaries to 4 
line three geographical miles distant from its coast line, or [53] im the ease of th 
Great Lakes; to the international [54] beundary boundaries of the United State 
[55] in the ‘Great Lakes or any other body of water traversed by such boundaries 
Any claim heretofore or hereafter asserted either by constitutional provisior 
statute, or otherwise, indicating the intent of a State so [56] as to extend it: 
boundaries is hereby approved and confirmed, without prejudice to its claim, i! 
any it has, that its boundaries extend beyond that line. Nothing in this sectior 
is to be construed as questioning or in any manner prejudicing the existence of am 
State’s seaward boundary beyond three geographical miles if it was so provide: 
by its constitution or laws prior to or at the time such State became a member of 
the Union, or if it has been heretofore or is hereafter approved by Congress. 

Sec. 5. Exceptions From OperatTION oF Section 3 or Tuts [57] Ae 
Jornt Resotvution.—There is excepted from the operation of section 3 of this 
[58] Aet Joint Resolution— 

(a) all [59] speeifiesty deseribed tracts or parcels of land [60] #4 
together with all accretions thereto, resources therein, or improvements thereon 
title to whieh has been lawfully ‘and expressly acquired by the United States 
from any State or from any person in whom title had vested under the [61] 
decisions of the eourts of seh State; or their respective grantees; oF SHEER He 
Ht Httepest ba BesetoH: ett erttttebtttt: ae ender tet ob ERrHt tte ce 
Hee a eters terest ba eoteetee of be eeeetittttiett: presided sr 
ewer of owners hed Jawfilly eeqired the ttle te seh lands and reson 
im seeordanee with the statutes er decisions of the eourts ef the State iz 
whieh the lends are leeated: and law of the State or of the United States, and 
all lands which the United States lawfully holds under the law of the State; ail 
lands expressly retained by or ceded to the United States when the State entere: 
the Union; all lands acquired by the United States by eminent domain pro- 
ceedings, purchase, cession, gift, or otherwise in a proprietary capacity; « 
lands filled in, built up, or otherwise reclaimed by the United States for its ow: 
use; and any rights the United States has in lands presently and actually occupied 
by the United States under claim of right; 

(b) such _lands beneath navigable waters [62] within the boundaries oF 
tHe States and sueh interests therein as are held, or any interest 
tn which is held by the United States [63] im trust for the benefit of any 
tribe, band, or group of Indians or for individual [64] imdiens: Jndians; and 

[65] (c) all structures and improvements constructed by the United States 
in the exercise of its navigational servitude. 

Sec. 6. Powers Rerarnep ry THE UNITED States.—(a) The United States 
retains all its [66] navigational servitude and rights in and powers of regulation 
and control of said lands and navigable waters for the [67] constitutional pur 
poses of commerce, navigation, national defense, and international affairs, [6s] 
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none of whieh inehides any of the all of which shal! be paramount to, but shall not 
he deemed to include, proprietary rights of ownership, [69] or the rights of man- 
agement, administration, leasing, er ef use, [70] and development {71} ted 
eentrel of the lands and natural resources which are specifically recognized, con- 
firmed, established, and vested in [72] and assigned to the respective States and 
others by section 3 of this [73] Aet Joint Resolution. 

bh) In time of war [[74] or when necessary for national defense, and the 
Congress or the President shall so prescribe, the United States shall have the 
right of first refusal to purchase at the prevailing market price, all or any portion 
of the said natural resources, or to acquire and use any portion of said lands by 
proceeding in accordance with due process of law and paying just compensation 

eretor. 

“— _ 7. Nothing in this [75] Aet Joint Resolution shall be deemed to amend, 
modify, or repeal the Acts of July 26, 1866 (14 Stat. 251), July 9, 1870 (16 Stat. 
217), March 3, 1877 (19 Stat. 377), June 17, 1902 (32 Stat. 388), and December 
22 1944 (58 Stat. 887), and Acts amendsrtory thereof or supplementary thereto. 

[76] Sze. & Nothing im this Aet shal be deemed te affeet in any wise any 
jasties between the Enited states and the respeetive states relating te the ewer 
ship or eontrel ef that portion of the stbseil and sea bed of the Continental Shelf 
in seetion 2 hereof: 

[77] Sec. 8. Nothing contained in this Joint Resolution shall affect such rights, if 
any, as may have been acquired under anu law of the United States by any person 
in lands subject to this Joint Resolution and such rights, if any, shall be governed 
by the law in effect at the time they may have been acquired: Provided, however, 
That nothing contained in this Joint Resolution is intended or shall be construed as 
a finding, interpretation, or construction by the Congress that the law under which 
such rights may be claimed in fact or in law applies to the lands subject to this Joint 
Resolution or authorizes or compels the granting of such rights in such lands, and 
that the determination of the applicability or effect of such law shall be unaffected 
by anything contained in this Joint Resolution. 

[78] See: 9 H any provision of this Act or the appleation thereof te any 
person or eirenmstence is held inveld; the valdity of the remainder of the ret 
Hed of the ttpplertion ef sttelh preistet ty ater pepsete ta cteettistttees shell 
Het be tfeeted thereby: 

79] Sec. 9. Nothing in this Joint Resolution shall be deemed to affect in any 
wise the rights of the United States to the natural resources of that portion of the subsoil 
and seabed of the Continental Shelf lying seaward and outside of the area of lands 
beneath navigable waters, as defined in section 2 hereof, all of which natural resources 
appertain to the United States, and the jurisdiction and control of which bi, the United 
States is hereby confirmed. 

[80] Sec. 10. Executive Order Numbered 10426, dated January 16, 1953, entitled 
“Setting Aside Submerged Lands of the Continental Shelf as a Naval Petroleum 
Reserve’, is hereby revoked insofar as it applies to any lands beneath navigable 
waters as defined in section 2 hereof. 

[81] Sec. 11. Separasitity.—lIf any provision of this Joint Resolution, or any 
section, subsection, sentence, clause, phrase or individual word, or the application 
thereof to any person or circumstance is held invalid, the validity of the remainder of 
the Joint Resolution and of the application of any such provision, section, subsection, 
sentence, clause, phrase or individual word to other persons and circumstances shall 
not be affected thereby; without limiting the generality of the foregoing, uf subsection 3 
(a) 1, 3 (a) 2, 3 (b) 1, 3 (b) 2, 3 (b) 3 or 8 (ce) or any provision of any of those sub- 
sections 1s held invalid, such subsection or provision shall be held separable and the 
remaining subsections and provisions shall not be affected thereby. 

[82] Amend the title so as to read: ‘‘To confirm and establish the titles of the 
States to lands beneath navigable waters within State boundaries and to the 
natural resources within such lands and waters, amd to provide for the use and 
control of said lands and resources, and to confirm the jurisdiction and control of the 
United States over the natural resources of the seabed of the Continental Shelf seaward 
of State boundaries.” 


EXPLANATION OF AMENDMENTS 


[1] Strike out “Act” and insert: ‘‘Joint Resolution’’. 
(1) Perfecting amendment. 
(2] Strike out ‘‘includes” and insert: ‘‘means—”’. 
(2) Clarifying amendment. Use of the word “‘includes” might have been 
interpreted as indicating there were other areas in addition to those set 
forth in the definition that might also be affected. 
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[3] Strike out “were” and insert: ‘“are’’. 

(3) Clarifying amendment. The nontidal or inland areas, title to whic! 
is legislatively recognized as being in the States, should not be limited tp 
the submerged lands beneath inland navigable waters as they existed at the 
time statehood was acquired. The new language would recognize the 
changes that have taken place since admission. 

(4] After the word “by’’, insert: ‘“‘nontidal’”. 

(4) The word ‘‘nontidal” is used to separate the inland water areas from 
the sea, or tidal areas, and to identify each such area specifically. 

[5] After the word ‘waters’, insert: “that were’. 

(5) This amendment is in furtherance of the committee’s purpose, indicated 
in (3) above, to include lands beneath waters that formerly were navigable 
as well as those presently navigable. 

[6] After the word “Union”, strike out “and” and insert: “or acquired soy. 
ereignty over such lands and waters thereafter, up to the ordinary high water. 
mark as heretofore or hereafter modified by accretion, erosion, and reliction; 

PCa) 

(6) The added words carry out the purposes set forth in (3) and (5 
above ‘Reliction”’ refers to lands that once were submerged but hay 
become uncovered, either bv the land rising or the waters receding. 

[7] Strike out ‘‘Great Lakes or’. 

(7) The Great Lakes are not tidal waters. Hence, the words are deleted 
They are, however, included in the definition of ‘‘boundaries”’ in subsection 
(b), and States are authorized by section 4 to extend their seaward boundaries 
to the international boundaries in said Great Lakes. 

[8] Strike out ‘(2)’ and insert: ‘(3)”’. 

(8) Perfecting amendment. 

[9] Strike out “herein” and insert: “hereinabove’’. 

(9) Clarifying amendment. 

[10] After the word ‘‘defined;’’, strike out ‘‘the’’ and insert: 

“"(>). ‘Pne’’. 

(10) Clarifying amendment. 

[11] Strike out ‘‘.b)” and insert: ‘‘(¢)”’. 

(11) Perfecting amendment. 

[12] After the word ‘waters’, strike out all of lines 3, 4, and 5 and insert a 
semicolon. 

(12) The words ‘‘which include all estuaries, ports, harbors, bays, chan- 
nels, straits, historic bays, and sounds, and all other bodies of water which 
join the open sea’’ have been deleted from the reported bill because of the 
committee’s belief that the question of what constitutes inland waters should 
be left where Congress finds it. The committee is convinced that the defini- 
tion neither adds nor takes away anything a State may have now in the way 
of a coast and the lands underneath waters behind it. 

In this connection, however, the committee states categorically that the 
deletion of the quoted language in no way constitutes an indication that the 
so-called ‘Boggs Formula,” the rule limitin z bavs to areas whose headlands ar 
not more than 10 miles apart, or the artificial ‘‘ares of circles’? method is or 
should be the policy of the United States in delimiting inland waters or 
defining coastlines. The elimination of the language, in the committee's 
opinion, is consistent with the philosophy of the Holland bill to place the 
States in the position in which both they and the Federal Government thought 
they were for more than a century and a half, and not to create any situations 
with respect thereto. 

[13] Strike ‘‘(c)” and insert: “‘(d)”’. 

(13) Perfecting amendment. 

[14] After the word “or’’, insert: ‘from”’. 

(14) Clarifying amendment. 

[15] Strike out the comma after “sovereign” and insert: “if legally validated,” 

(15) The words ‘‘if legally validated’ have been added because during 
Spanish and French days land grants were made which never were recognized 
by the United States or the subsequent State. On the other hand, a great 
many sch old Spanish and French grants have been recognized and therefore 
are valid. The purpose of the addition of the provision is to insure that the 
bill will not validate old grants which have not been recognized heretofore. 

[16] Strike out “(d)” and insert: “‘(e)”’. 

(16) Perfecting amendment. 

[17] Strike ont “shall include,” and insert: ‘includes’’. 

(17) Clarifying amendment. 
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[18] After the word “thereof,” insert ‘“‘oil, gas, and all other minerals, and”’. 


Thich j (18) The committee deems it desirable to specify oil and gas as being 
dt j among the natural resources covered by the proposed legislation. 

b the | [19] After the word “but”, strike out “shall” and insert: ‘“‘does’’. 

the 4 (19) Clarifying amendment. 


20] After the word ‘“‘power,” strike out lines 22 and 23 and insert a semicolon, 

; (20) The words “‘at any site where the United States now owns the water- 

from power” have been stricken here in the definition of ‘natural resources”. The 
same language also is stricken from subsection (d) of section 3, page 16, at 

line 12, after the word ‘“‘power.”’ It is the committee’s view that the provi- 


ate 1 sion is (1) surplusage; the right of the United States to generate and dispose 
able of electrical energy as an incident to regulation of commerce is amply pro- 

tected in preceding language; and (2) use of the word ‘‘owns”’ in connection 
SOV. with water power may be construed to import some right other than and in 
ater. addition to the rights of the United States under its constitutional power to 


regulate commerce. 
[21] Strike out “(e)” and insert: ‘(f)’’. 
0 (21) Perfecting amendment. 
AVE [22] Strike out the word ‘shall’ and insert: ‘does’’. 
j (22) Clarifying amendment 
[23] After the words ‘‘United States’’, insert: “and if the title to the beds of 
such streams was lawfully patented or conveyed by the United States or any 

; State to any person;”’. 

ATES (23) The provision has been added to the category of submerged lands 
excluded from the definition of “lands beneath navigable waters.’’ As 
originally drafted, section 2 (f) of Title I did not specifically protect the title 
of persons holding patents from the United States to the beds of unmeandered 
streams, and on the other hand it did not confirm the rule to the effect that 
title to the beds of navigable streams, meandered or not, passed to the several 
States. 

(24] Strike out “(f)” and insert: ‘(g)”’. 
(24) Perfecting amendment 
[25] Strike out ‘“(g)” and insert: ‘‘(h)”’. 
25) Perfecting amendment. 
Tt & [26] After the word “includes”, strike out “any citizen of the United States” 


and insert: ‘‘in addition to a natural person,’’. 


ted 


tion 


han- (26) The original language restricted, in effect, the application of the 
Hich measure to a United States citizen or corporation. This was believed too 
Une narrow. Also the amended definition is in harmony with and necessary to 
ould the separability section (sec. 11). 
fini- [27] Strike out the words ‘‘of such citizens’. 
way (27) Change necessary to make language conform to purpose explained in 
(26). 

the [28] After “Sec. 3. Ricuts or THE States.—”, insert: ‘‘(a)”’ 

the (28) The right confirmed in the States of (a) ownership and (b) of manage- 
ag ment and use of the lands beneath navigable waters are made independent 
8 OF of each other by the committee’s changes of style and the addition of language 
S$ Or separating the two. 
ee § [29] After the word ‘‘that’”’, insert: ‘(1)’. 

the (29) Perfecting amendment to above 
ight [30] After the words ‘‘waters, and’’, insert: ‘‘(2)’’. 
tons (30) Perfecting amendment to (28) 

[31] After the words ‘‘power to’’, strike out the word “control” and insert: 
“manage, administer, lease,’’. 
(31) To carry out the purposes of (28). 
[32] After the word “‘said”’, insert: “lands and’’. 

es (32) Spells out intent of section. 
d, [33] After the words “vested in’’, insert the words: ‘and assigned to’’. 
we (33). The added words carry out the purposes explained in (28). 
ore [34] Strike out the word “property”’. 
roms (34) The committee believed it unwise to restrict the rights recognized to 
ee those under the property law. 
ne [35] Strike out “and the” and insert: ‘‘(b) (1) The”. 


(35) Clarifying amendment. 

[36] After the word “aforesaid”, add a comma and insert: ‘‘except as otherwise 
reserved herein,’’. 

(36) Perfecting amendment. 
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37] Perfecting amendment. 

38] Clarifying amendment. 

39] The words ‘for money or damages’’ are added to make specific the type 
of claims the Federal Government is relinquishing with respect to previous 
operations under State law. 

[40] The provision is added to spell out legislatively just what funds should 
be paid to the States from revenues for past operations. The provisions of 
clause (2) are necessary because under the stipulations between the Federal 
Government and the State of California, some of the revenues have been ex- 
penced for administrative cost incurred by the Federal Government. 

41] Subsectioning made necessary by division explained in (28) above. 

42] Words are added to make the subsection conform with the foregoing 

43] The words are added to protect an additional class of lessees who have 
been unable to keep their leases alive in accordance with the terms thereof because 
of the stalemate that has developed since the Supreme Court decisions. 

[44] The new language lays down legislative directives for the time and 
conditions of repayment of accrued funds. 

(45] Perfecting. 

[46] Perfecting. 

[47] The reason for the deletion of words is explained in (20). 

(48] Explained in (20). 

[49] Perfecting. 

50] Perfecting. 

51] Since, strictly speaking, the Thirteen Original States themselves formed 
rather than were admitted into the Union, it was deemed desirable to recognize 
in each coastal State of that group a 3-mile sea boundary. 

(52] The addition is necessary in view of the separation between original and 
subsequently admitted States. 

[53], [54], and [55] The deletions and rearrangement of the words were 
deemed desirable to bring within the legislation lands beneath navigable waters in 
such States as Washington which have boundaries in bodies of water other than 
the Great Lakes, as well as the Great Lakes States themselves. 

i] Clarifying. 

Perfecting. 

Perfecting. 

Perfecting 

The addition is made to provide for changes in the land formation. 

61] The language that is substituted for that stricken in the original bill is 
generally similar in purpose, but spells out in greater detail the classes of land 
exempted from the operation of section 3 of the Joint Resolution. It is believed 
that, with this explanation, the language is otherwise self-explanatory. However, 
the committee wishes to emphasize that the exceptions spelled out in this amend- 
ment do not in anywise include any claim resting solely upon the doctrine of 
‘paramount rights” enunciated by the Supreme Court with respect to the Feceral 
Government’s status in the areas beyond inland waters and mean low tide. 

(62], [63], and [64] The new language and arrangement broadens the protec- 
tion afforded Indians. In some areas, lands are not held in trust, strictly spealcing, 
but rather are for the benefit of Indians. 

[65] The new subsection specifically excepts from the operation of the Joint 
Resolution such structures as lighthouses, breakwaters and the like. 

ie Same as (65). 

67] The added word spells out that all of its constitutional powers are retained 
by the Federal Government. 

[68] The substituted language asserts the primacy of the Federal Government’s 
constitutional powers, but specifies that such constitutional powers do not include 
rights or property management and use that are specifically vested in and assigned 
to the States in section 3. 

69] The new words are consistent with the approach adopted in section 3. 

70] Perfecting. 

The words are stricken to be consistent with (68), above. 

The words are added to make this section conform with section 3. 

Perfecting. 

The addition of the word “or’’ broadens the rights of the Federal Govern- 
ment to acquire the natural resources at prevailing market price, or to acquire and 
use the lands in question for a national purpose by paying just compensation. 

75] Perfecting. 

76] The section 8 of the original bill is stricken and its substitute incorporated 
into the new section 9. 
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(77] This is a new section and is in the nature of a savings clause. It follows 
the historic congressional practice of exempting from the operation of statutes of 
this character existing third party rights, if any there be. The section constitutes 
neither a denial of nor a recognition of such rights, either in fact or in law; it 
merely saves to third party claimants their rights to their day in court. 

[78] The section 9 of the bill as introduced, which was the general separability 
section, has been retained and made specific. It is properly placed at the end 
of the Joint Resolution and now becomes section 11 by reason of the addition 
of two new sections. 

[79] As stated previously, this section constitutes a legislative confirmation of 

irisdiction over the natural resources of the seabed and subsoil of the Continental 
Shelf seaward of the original State boundaries, which was asserted in the Presi- 
dential Proclamation of 1945. 

[80] President Truman’s Executive Order of January 16, 1953, entitled ‘‘Setting 
Aside Submerged Lands of the Continental Shelf as a Naval Petroleum Reserve,” 
is obviously inconsistent with the provisions of Senate Joint Resolution 13 with 
respect to submerged lands within original State boundaries. Although the act 
would repeal the Executive Order by implication, the committee deems it desirable 
to add a specific repealer with respect to the subject matter of Senate Joint 
Yesolution 13. 

[81] The new language of the separability clause is specific, in addition to the 
general language of section 9 of the Joint Resolution as introduced. 

[82] The amendment to the title is necessary because of the new provision 
explained in (79) above with respect to the Continental Shelf seaward of original 
State boundaries. 


VII. History or LEGISLATION 


Senate Joint Resolution 13 as introduced is identical with the meas- 
ure passed last year by both Houses of the 82d Congress, Senate 
Joint Resolution 20, as amended on the floor of the Senate by the 
substitution of the quitclaim measure introduced by Senator Holland. 
It is also similar in purpose and effect to House Joint Resolution 225, 


79th Congress, which likewise passed both the Senate and the House in 
1946. 

Federal claims to the submerged offshore lands within State bound- 
aries were not heard until the late 1930’s. Prior to that time it was 
the virtually unanimous opinion of all who considered the problem that 
the States owned all of the lands beneath navigable waters within 
their boundaries. Indeed, in the California case, the Supreme Court 
conceded that the Court had many times in the past— 
used language strong enough to indicate that the Court then believed that the 
States owned soils under all navigable waters within their territorial jurisdiction, 
whether inland or not (332 U.S. at 36). 

As late as 1933, the then Secretary of the Interior, Harold L. Ickes, in 
refusing to grant to Dr. Olin Proctor, Long Beach dentist, a Federal 
oil lease on offshore submerged lands within the boundaries of Cal- 
ifornia, recognized that— 

Title to the soil under the ocean within the 3-mile limit is in the State of California 
and the land may not be appropriated except by authority of the State (hearings, 
on 8. J. Res. 13; also on 8. J. Res. 195, 81st Cong.). 

The first doubts as to State ownership of the submerged offshore 
lands were publicly expressed in 1937 in response to the insistence of 
applicants for Federal oil and gas leases on those lands. In Congress, 
the alleged existence of Federal rights in these offshore areas was first 
asserted in the Nye resolution introduced in the 75th Congress in 1938 
and in the Hobbs, O’Connor, Nye, and Walsh resolutions introduced 
in the 76th Congress in 1939. Congress, however, refused to change 
the well-established rule of State ownership, and none of these reso- 
lutions was enacted. 
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Congress approves quitclaim 

In 1945 resolutions were introduced in the 79th Congress quieting 
title to the submerged offshore lands in the respective States. The 
introduction of these resolutions was in large part a result of continu. 
ing indications that Secretary of the Interior Ickes might accede to 
demands to grant Federal minerals leases on portions of the offshore 
lands. After extensive hearings, these resolutions were passed in 1946 
as House Joint Resolution 225, by a vote of 188 to 67 in the Hous 
and 44 to 34 in the Senate.’ As stated, President Truman vetoed the 
act.2. The House failed to override the veto.’ 

While Congress was considering House Joint Resolution 225, on 
May 29, 1945, Federal officials initiated suit against the Pacific 
Western Oil Corp., a lessee of the State of California, in an attempt to 
establish Federal rights to the submerged offshore lands. This suit 
was voluntarily dismissed by the Attorney General, and an origina! 
action was brought by him against the State of California in th 
Supreme Court, where he alleged that the United States “is the owne: 
in fee simple, or possessed of paramount rights in and power over 
the submerged lands in the 3-mile belt. 


The Supreme Court decision 

On June 23, 1947, the Supreme Court rendered its opinion in thy 
original case of United States v. California, holding that California ‘is 
not the owner of the 3-mile belt along its coast, and that the Federal 
Government rather than the State has paramount rights in and power 
over that belt, an incident to which is full dominion over the resources 
of the soil under that water area, including oil (332 U.S. 19, 38-39).” 


A decree to that eflect was entered on October 27, 1947 (332 U.S. 
804). 

Legislation quit claiming the offshore submerged lands to the States 
was again introduced in the 80th Congress. On April 30, 1948, the 
House passed H. R. 5992, a quitclaim bill, by a vote of 259 to 29. The 
companion Senate bill, S. 1988, was reported out of committee during 
the closing days of the session, but no action was taken on it by the 
Senate. 

Similar bills were likewise introduced in both Houses of the S8!st 
Congress. However, none of the many bills introduced received 
favorable action. In the 81st Congress, as in subsequent Congresses, 
bills also were introduced to provide for Federal administration of the 
submerged offshore lands, but none of them has passed either the 
House or the Senate. 

The Attorney General of the United States, on December 21, 1948, 
instituted original suits in the Supreme Court against the States of 
Texas and Louisiana for the purpose of establishing Federal rights in 
the submerged lands off the shores of those States. The Supreme 
Court rendered decisions in favor of the United States in those two 
cases on June 5, 1950. In the Louisiana case the Court held that the 
California decision was controlling (339 U. S. 699). In the Texas 
case, by a vote of 4 to 3, the Court held that when Texas came into 
the Union on an “equal footing” with all other States, she relinquished 
any claim that she may have had to the offshore submerged lands 
(339 U.S. 707). . Both Louisiana and Texas asked the Court to hear 

192 Congressional Record, 79th Cong., 9642, 10316 (1946). 


292 Congressional Record, 79th Cong., 10660 (1946). 
392 Congressional Record, 10745 (1946). 
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evidence in support of their claims, but this was denied and the 
decisions were rendered on the pleadings alone. 

Legislation restoring to the States submerged offshore lands within 
their historic State boundaries was again passed in both Houses of 
the 82d Congress. ‘The Walter bill, H. R. 4484, was passed on July 
30, 1951, by a vote of 265 to 109. On April 2, 1952, the Senate sub- 
stituted the language of Senator Holland’s S. 940, a measure identical 
to Senate Joint Resolution 13 as introduced, for the O’Mahoney- 
Anderson Federal administration bill, Senate Joint Resolution 20 by 
a vote of 50 to 35. Both Houses adopted the Senate bill recom- 
mended by the conference committee, but President Truman vetoed 
the measure. No attempt was made to override the veto. 

Additional history of, and reasons for, the legislation are set out in 
detail in the report of the Senate Committee on the Judiciary (S. Rept. 
No. 1592, 80th Cong., 2d sess. on S. 1988) which is set forth in full in 
appendix EK. 

VILL. Support ror THE LEGISLATION 


Public officials —Since 1938 officials from 47 States have appeared 
in support of this legislation. The measure is actively supported by 
a large number of organizations composed of public officials, among 
which are (a) the National Association of Attorneys General, made 
up of the attorneys general of the 48 States; (6) Conference of Gov- 
ernors, composed of the governors of the 48 States; (¢) Council of 
State Governments; (d) National Association of State Land Officials; 
e) American Association of Port Authorities; (f) National Institute 
of Municipal Law Officers; (g) Conference of Mayors; (h) Interstate 
Oil Compact Commission; (2) National Association of Secretaries of 
State; (7) National Association of County Officials; (4) American 
Municipal Association; (J) Great Lakes Harbor Association; (m) 
Pacific Coast Association of Port Authorities; and (n) Port of New 
York Authority. 

Other organizations.—Other organizations which have endorsed the 
legislation include: 


The American Bar Association 

American Title Association 

United States Chamber of Commerce 

United States Junior Chamber of Commerce 

National Water Conservation Conference 

National Reclamation Associations 

State Bar Association of California 

State Bar Association of Texas 

State Bar Association of Louisiana 

State Bar Association of Oklahoma 

National Sand and Gravel Association 

National Association of Real Estate Boards 

National Ready Mix Concrete Association 

Western States Land Commissioners Association (12 States) 

Western States Council (representing chambers of commerce in the 
Western States) 

Western Meat Packers Association 

Illinois State Chamber of Commerce 

Missouri State Chamber of Commerce 

Idaho State Chamber of Commerce 

Baltimore Chamber of Commerce 

Florida State Chamber of Commerce 

United States Wholesale Grocers Association, Inc. 

Southern States Industrial Council 

Board of Public Works of West Virginia 

Public Lands Corp. of West Virginia 


8S. Rept. 1383, 883-14 
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IX. Conciusion 


The committee submits that the enactment of Senate Joint Resoly. 
tion 13, as amended, is an act of simple justice to each of the 4s 
States in that it reestablishes in them as a matter of law that possession 
and control of the lands beneath navigable waters inside their bound. 
aries which have existed in fact since the beginning of our Nation 
It is not a gift; it isa restitution. By this joint resolution the Feder 
Government is itself doing the equity it expects of its citizens. 

The committee recommends enactment of Senate Joint Resolution 
13. 





APPENDIXES TO SENATE REPORT 133, TO ACCOMPANY 
SENATE JOINT RESOLUTION 13, THE SUBMERGED 
LANDS ACT 


APPENDIX A 
A PROCLAMATION (No. 2667) 


Porrcy OF THE UNITED States Witn Respect TO THE NATURAL RESOURCES OF 
THE SuBsoIL AND SEA Bep oF THE CONTINENTAL SHELF 


(By the President of the United States of America) 


WueErReEAS the Government of the United States of America, aware of the long 
range world-wide need for new resources of petroleum and other minerals, holds 
the view that efforts to discover and make available new supplies of these 
resources should be encouraged; and 

\WHEREAS its competent experts are of the opinion that such resources underlie 
many parts of the continental shelf off the coasts of the United States of America, 
and that with modern technological progress their utilization is already practicable 
or will become so at an early date; and 

\VHEREAS recognized jurisdiction over these resources is required in the interest 
of their conservation and prudent utilization when and as development is 
indertaken; and 

WHEREAS it is the view of the Government of the United States that the 
exercise of jurisdiction over the natural resources of the subsoil and sea bed 
of the continental shelf by the contiguous nation is reasonable and just, since 
the effectiveness of measures to utilize or conserve these resources would be 
contingent upon cooperation and protection from the shore, since the continental 
shelf may be regarded as an extension of the land-mass of the coastal nation 
and thus naturally appurtenant to it, since these resources frequently form a 
seaward extension of a pool or deposit lying within the territory, and since self- 
protection compels the coastal nation to keep close watch over activities off its 
shores which are of the nature necessary for utilization of these resources; 

Now, THEREFORE, I, Harry 8S. TRUMAN, President of the United States of 
America, do hereby proclaim the following policy of the United States of America 
with respect to the natural resources of the subsoil and sea bed of the continental 
shelf. 

Having concern for the urgency of conserving and prudently utilizing its 
natural resources, the Government of the United States regards the natural 
resources of the subsoil and sea bed of the continental shelf beneath the high 
seas but contiguous to the coasts of the United States as appertaining to the 
United States, subject to its jurisdiction and control. In cases where the con- 
tinental shelf extends to the shores of another State, or is shared with an adjacent 
State, the boundary shall be determined by the United States and the State 
concerned in accordance with equitable principles. The character as high seas 
of the waters above the continental shelf and the right to their free and unimpeded 
navigation are in no way thus affected. 

IN WITNESS WHEREOF, I have hereunto set my hand and caused the seal of the 
United States of America to be affixed. 

Done at the City of Washington this twenty-eighth day of September, in the 
year of our Lord nineteen hundred and forty-five, and of the Independence of 
the United States of America, the one hundred and seventieth. 


[SEAL] Harry 8S. TRuMAN. 
By the President: 
DEAN ACHESON, 
Acting Secretary of State. 
SEPTEMP®R 28, 1945 
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APPENDIX B 
EXECUTIVE ORDER 9633 


RESERVING AND PLACING CERTAIN RESOURCES OF THE CONTINENTAL SHELF UNDER 
THE CONTROL AND JURISDICTION OF THE SECRETARY OF THE INTERIOR 


By virtue of and pusuant to the authority vested in me as President of the 
United States, it is ordered that the natural resources of the subsoil and seabed 
of the continental shelf beneath the high seas but contiguous to the coasts of the 
United States declare this day by proclamation to appertain to the United States 
and to be subject to its jurisdiction and control, be and they are hereby reserved, 
set aside, and placed under the jurisdiction and control of the Secretary of the 
Interior for administrative purposes, pending the enactment of legislation in 
regard thereto. Neither this Order nor the aforesaid proclamation shall be 
deemed to affect the determination by legislation or judicial decree of any issues 
between the United States and the several states, relating to the ownership or 
control of the subsoil and seabed of the continental shelf within or outside of 
the 3-mile limit. 

Harry 8S. Truman 

Tue Wuite Hovsse, 

September 28, 1945. 


APPENDIX C 


Text oF SupREME Court Decision 1n U. S. vs. CALtrorNiaA (332 U. S. 19), 
DeEcIDED JUNE 23, 1947 


Unitep States v. CALIFORNIA 
NO. 12, ORIGINAL 
Argued March 13-14, 1947.—Decided June 23, 1947 


1. That complaint filed in this case by the United States against the State of 
of California to determine which government owns, or has paramount rights 
in and power over, the submerged land off the coast of California between 
the low-water mark and the three-mile limit and has a superior right to 
take or authorize the taking of the vast quantities of oil and gas underneath 
that land (much of which has already been, and more which is about to be, 
taken by or under authority of the State) presents a case or controversy 
over which this Court has original jurisdiction under Article III, § 2, of 
the Constitution. Pp. 24-25. 

The fact that the coastal line is indefinite and that its exact location will 
involve many complexities and difficulties presents no insuperable obstacle 
to the exercise of the highly important jurisdiction conferred on this Court 
by Article III, § 2, of the Constitution. Pp. 25-26. 

Congress has neither explicitly nor by implication stripped the Attorney 
General of the power to invoke the jurisdiction of this Court in this federal- 
state controversy, pursuant to his broad authority under 5 U. 8. C. § § 291, 
309, to protect the Government’s interests through the courts. Pp. 26-29. 
California is not the owner of the three-mile marginal belt along its coast; 
and the Federal Government rather than the State has paramount rights 
in and power over that belt, an incident to which is full dominion over the 
resources of the soil under that water area, including oil. Pp. 29-39. 

(a) There is no substantial support in history for the view that the 
thirteen original colonies separately acquired ownership to the three-mile 
belt beyond the low-water mark or the soil under it, even if they did acquire 
elements of the sovereignty of the English crown by their revolution against 
it. ollard’s Lessee v. Hagan, 3 How. 212, distinguished. Pp. 29-33. 

(b) Acquisition of the three-mile belt has been accomplished by the 
National Government, and protection and control of it has been and is 4 
function of national external sovereignty. Pp. 33-35. 

(c) The assertion by the political agencies of this Nation of broad 
dominion and control over the three-mile marginal belt is binding upon 
this Court. Pp. 33-34. 
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d) The fact that the State has been authorized to exercise local police 
power functions in the part of the marginal belt within its declared bound- 
aries does not detract from the Federal Government’s paramount rights 
in and power over this area. P. 36, 

e) Manchester v. Massachusetts, 139 U.S. 240; Louisiana v. Mississippi, 
202 U.S. 1; The Abby Dodge, 223 U. 8. 166, distinguished. Pp. 36-38. 
The Federal Government’s paramount rights in the three-mile belt have 
not been lost by reason of the conduct of its agents, nor by this conduct is 
the Government barred from enforcing its rights by reason of principles 
similar to laches, estoppel or adverse possession. Pp. 30-40. 

(a) The Government, which holds its interests here as elsewhere in trust 
for all the people, is not to be deprived of those interests by the ordinary 
court rules designed particularly for private disputes over individually 
owned pieces of property. P. 40. 

(b) Officers of the Government who have no authority at all to dispose 
of Government property cannot by their conduct cause the Government 
to lose its valuable rights by their acquiescence, laches, or failure to act. 
P. 40. 

}. The great national question whether the State or the Nation has para- 
mount rights in and power over the three-mile belt is not dependent upon 
what expenses may have been incurred by public or private agencies upon 
mistaken assumptions. P. 40. 

It is not to be assumed that Congress, which has constitutional control 
over Government property, will so execute its powers as to bring about 
injustices to states, their subdivisions, or persons acting pursuant to their 
permission. P. 40. 

The United States is entitled to a decree declaring its rights in the area 
in question as against California and enjoining California and all persons 
claiming under it from continuing to trespass upon the area in violation 
of the rights of the United States. Pp. 22-23, 41. 

The case is stated in the first paragraph of the opinion, and the conclusion 
that the United States is entitled to the relief prayed for is reported at page 41. 

Attorney General Clark and J. Howard McGrath, then Solicitor General, were 
for the United States on the motion for leave to file the complaint, and on the 
complaint and other pleadings, including a motion for judgment on the pleadings. 

Robert W. Kenny, then Attorney General of California, was for the defendant 
on its answer and other pleadings. 

Attorney General Clark and Arnold Raum argued the cause for the United 
States. With them on the brief were Acting Solicitor General Washington, 
Assistant Attorney General Babelon, Stanley M. Silverberg, J. Edward Williams, 
Robt. E. Mulroney, Robert M. Vaughan, Abraham J. Harris and Thomas L. 
McKevitt. 

Fred N. Howser, Attorney General of California, and William W. Clary, Assist- 
ant Attorney General, argued the cause for the defendant. With them on the brief 
were C. Roy Smith, Assistant Attorney General, Homer Cummings, Max O’ Rell 
Truitt, Louis W. Myers and Jackson W. Chance. 

By special leave of Court, Price Daniel Attorney General of Texas, argued the 
cause for National Association of Attorneys General, as amicus curiae, urging 
dismissal of the complaint. With him on the brief were Walter R. Johnson, 
Attorney General of Nebraska; Clarence A. Barnes, Attorney General of Massa- 
chusetts, Nathan B. Bidwell and George P. Drury, Assistant Attorneys General; 
Hugh S. Jenkins, Attorney General of Ohio; Fred S. LeBlanc, Attorney Gene ral 
of Louisiana, John L. Madden, Special Assistant Attorney General; Edward F. 
Arn, Attorney General of Kansas: A. B. Mitchell; Elton M. Hyder, Jr., Assist- 
ant Attorney General of Texas; Grover Sellers and Orrin G. Judd. 

By special leave of Court, Leander I. Shelley argued the cause for the American 
Association of Port Authorities, as amicus curiae, urging dismissal of the com- 
plaint. With him on the brief were Eldon S. Lararus and Rueben Satterthwaite. 

James E. Watson and Orin deM. Walker filed a brief for Robert E. Lee Jordan, 
as amicus curiae, in support of the United States. 

Briefs of amici curiae in support of the defendant were filed by Nathaniel L. 
Goldstein, Attorney General, and Wendell P. Brown, Solicitor General, for the 
State of New York; T. McKeen Chidsey, Attorney’ General, M. Vashti Burr, 
Deputy Attorney General, and Harry F. Stanbaugh for the Commonwealth of 
Pennsylvania; Herman C. Wilson, Horace H. Edward, Walter J. Mattison, Ray 
L. Chesebro and Charles S. Rhyne for the National Institute of Municipal Law 
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Officers; Ray L. Chesebro, W. Reginald Jones, Irving M. Smith and Hugh 
MacDonald, for the California Association of Port Authorities; Archi) \ 
Jordan for the Lawrence Wards Island Realty Co.; and A. L. Weil and Thomas 
A. J. Dockweiler. 

Mr. Justice Biack delivered the opinion of the Court. 

The United States by its Attorney General and Solicitor General brought 
suit against the State of California invoking our original jurisdiction under A; 
Jil, § 2, of the Constitution which provides that ‘‘In all Cases * * in w 
a State shall be a Party, the Supreme Court shall have original Jurisdic: 
The complaint alleges that the United States “is the owner in fee simple « 
possessed of paramount rights in and powers over, the lands, minerals and « 
things of value underlying the Pacific Ocean, lying seaward of the ordinary 
water mark on the coast of California and outside of the inland waters of 
State, extending seaward three nautical miles and bounded on the nort 
south, respectively, by the northern and southern boundaries of the Stat 
California.” It is further alleged that California, acting pursuant to state 
utes, but without authority from the United States, has negotiated and executed 
numerous leases with persons and corporations purporting to authorize the 
enter upon the described ocean area to take petroleum, gas, and other minera 
deposits, and that the lessees have done so, paying to California large sums of 
money in rents and royalties for the petroleum products taken. The prayer is 
f>r a decree declaring the rights of the United States in the area as against (aii- 
fornia and enjoining California and all persons claiming under it from continuing 
to trespass upon the area in violation of the rights of the United States. 

California has filed an answer to the complaint. It admits that persons hold- 
ing leases from California, or those claiming under it, have been extracting petro- 
leum products from the land under the three-mile ocean belt immediately adjacent 
to California. The basis of California’s asserted ownership is that a belt extend. 
ing three Fnglish miles from low-water mark lies within the original boundaries of 
the state, Cal. Const., Art. XII (1849),! that the original thirteen States aequired 
from the Crown of England title to all lands within their boundaries under navi- 
gable waters, including a three-mile belt in adjacent seas; and that since California 
was admitted as a state on an ‘‘equal footing” with the original states, Califor? ia 
at that time became vested with title to all such lands. The answer further sets 
up several ‘‘affirmative’’ defenses. Among these are that California should be 
adjudged to have title under a doctrine of prescription; because of an alleged 
long-existing Congressional policy of acquiescence in California’s asserted owner- 
ship; because of estoppal or laches; and, finally, by application of the rule of res 
judicata.? 

After California’s answer was filed, the United States moved for judgment 
as prayed for in the complaint on the ground that the purported defenses were 
not sufficient in law. The legal issues thus raised have been exhaustively pre- 
sented by counsel for the parties, both by brief and oral argument. Neither has 
suggested any necessity for the introduction of evidence, and we perceive no 
such necessity at this stage of the case. It is now ripe for determination of 
the basic legal issues presented by the motion. But before reaching the merits 
of these issues, we must first consider questions raised in California’s brief 
and oral argument concerning the Government’s right to an adjudication of its 
claim in this proceeding. 

First. It is contended that the pleadings present no case or controversy under 
Article III, § 2, of the Constitution. The contention rests in the first place on 
an argument that there is no case or controversy in a legal sense, but only a 
difference of opinion between federal and state officials. It is true that there 
is a difference of opinion between federal and state officers. But there is far 
more than that. The point of difference is as to who owns, or has paramount 
rights in and power over several thousand square miles of land under the ocean 
off the coast of California. The difference involves the conflicting claims of 
federal and state officials as to which government, state or federal, has a 
superior right to take or authorize the taking of the vast quantities of oil 


1! The Government complaint claims an area extending three nautical miles from shore; the Californi 
boundary purports to extend three English miles. One nautical mile equals 1.15 English miles, so that 
there is a difference of 0.45 of an English mile between the boundary of the area claimed by the Government, 
and the boundary of California. See Cal. Const., Art. X XI, § 1 (1879). 

2 The claim of res judicata rests on the following contention, The United States sued in ejectment for 
certain lands situated in San Francisco Bay. The defendant held the lands under a grant from California 
This Court decided that the state grant was valid because the land under the bay had passed to the state 
upon its admission to the Union. United States v. Mission Rock Co., 189 U. 8. 391. There may be other 
reasons why the judgment in that case does not bar this litigation; but it is a sufficient reason that this case 
nvolves land under the open sea, and not land under the inland waters of San Francisco Bay. 
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sas underneath that land, much of which has already been, and more 

ch is about to be, taken by or under authority of the state. Such con- 

conflicts as these constitute a controversy in the classic legal sense, and 

the very kind of differences which can only be settled by agreement, arbi- 

1, foree, or judicial action. The case principally relied upon by California, 

. States v. West Virginia, 295 U. S. 463 3, does not support its contention. 

» there is a claim by the U nited States, admitted by California, that Cali- 

a “hee invaded the title or oot emg right asserted by the United States to 

i. large area of land and that California has converted to its own use oil which 

extracted from that land. Cf. United States v. West Virginia, supra, 471. 

; alone would sufficiently establish the kind of concrete, actual conflict of 

we have jurisdiction under Article III. The justiciability of this con- 

ersy rests therefore on conflicting claims of alleged invasions of interests in 

perty and on conflicting Sains of governmental powers to authorize its use. 

ted States v. Texas, 143 U. 8. 621, 646, 648; United States v. Minnesota, 270 
S. 181, 194; Nebraska v. W yoming, 325 U.S. 589, 608. 

Nor can we sustain that phase of the state’s contention as to the absence of 
a case or controversy resting on the argument that it is impossible to identify 
the subject matter ‘of the suit so as to render a proper decree. The land 
claimed by the Government, it is said, has not been sufficiently described in the 
complaint since the only shoreward boundary of some segments of the marginal 
belt is the line between that belt and the State’s inland waters. And the 
Government includes in the term ‘inland waters’’ ports, harbors, bays, rivers, 
and lakes. Pointing out the numerous difficulties in fixing the point where 
these inland waters end and the marginal sea begins, the state argues that the 

eadings are therefore wholly devoid of a basis for a definite decree, the kind 

of decree essential to disposition of a case like this. Therefore, California 

concludes, all that is prayed for is an abstract declaration of rights conce-ning 
an unidentified three-mile belt, which could only be used as a basis for subse- 
uent actions in which specific relief could be granted as to particular localities. 

We may assume that location of the exact coastal line will involve many com- 
plexities and difficulties. But that does not make this any the less a justiciable 
controversy. Certainly demarcation of the boundary is not an impossibility. 
Despite difficulties this Court has previously adjudicated controve Isies concern- 
ing submerged land boundaries. See New ae y v. Delaware, 291 U. 38. 361, 295 
U.S. 5. OOS; Borax Lid. v. Los Angeles, 296 U. S. 10, 21-27; Oklahoma v. Texas, 256 

70, 602. And there is no reason aie. after dharteiaine in general who 
owns saa three-mile belt here involved, the Court might not later, if necessary, 
have more detailed hearings in order to determine with greater definiteness par- 
ticular segments of the boundary. Oklahoma v. Texas, 258 U. 8. 574, 582. Such 
practice is commonplace in actions similar to this which are in the nature of equi- 
table proceedings. See e. g. Oklahoma v. Texas, 256 U. S. 602, 608-609; 260 L.S 
606, 625; 261 U. S. 340. California’s contention concerning the indefiniteness of 
the claim toler no insuperable obstacle to the exercise of the highly important 
jurisdiction conferred on us by Article III of the Constitution. 

Second. It is contended that we should dismiss this action on the ground that 
the Attorney General has not been granted power either to file or to maintain it. 
It is not denied that Congress has given a very broad authority to the Attorney 
General to institute and conduct litigation in order to establish and safeguard 
government rights and properties. The argument is that Congress has for a long 
period of years acted in such a way as to manifest a clear policy to the effect that 
the states, not the Federal Government, have legal title to the land under the 
three-mile belt. Although Congress has not expressly declared such a policy, we 
are asked to imply it from certain conduct of Congress and other governmental 
agencies charged with responsibilities concerning the national domain. And, in 
effect, we are urged to infer that Congress has by implication amended its long- 
existing statutes which grant the Attorney General broad powers to institute and 
maintain court proceedings in order to safeguard national interests. 

An Act passed by Congress and signed by the President could, of course, limit 
the power previously granted the Attorney General to prosecute claims for the 
Government. For Article IV, § 3, Cl. 2 of the Constitution vests in Congress 
‘Power to dispose of and make all needful Rules and Regulations respecting the 
Territory or other Property belonging to the United States. .. .’’ We have said 
that the constitutional power of Congress in this respect is without limitation. 


35 U. 8S. C. §§ 201, 309; United States v. San Jacinto Tin Co., 125 U. 8. 273, 279, 284; Kern River Co. v. 
United States, 257 U.S. 147, 154-55; Sanitary District v. United States, 266 U.S. 405, 425-426; see also In re Debs, 
158 U. 8, 564, 584; United States v. Oregon, 295 U. 8. 1, 24; United States v. Wyoming, 323 U. S. 669, 329 U. 8. 
670. 
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United States v. San Francisco, 310 U. 8. 16, 29-30. Thus neither the courts nor 
the executive agencies could proceed contrary to an Act of Congress in this eon. 
gressional area of national power. 

But no act of Congress has amended the statutes which impose on the At- 
torney General the authority and the duty to protect the Government’s interests 
through the courts. See Jn re Cooper, 143 U. 8. 472, 502-503. That Congress 
twice failed to grant the Attorney General specific authority to file suit agains: 
California,‘ is not a sufficient basis upon which to rest a restriction of the Attor- 
ney General’s statutory authority. And no more can we reach such a conclusio: 
because both Houses of Congress passed a joint resolution quitclaiming to the ad- 
jacent states a three-mile belt of all land situated under the ocean beyond the 
low-water mark, except those which the Government had previously acquired 
by purchase, condemnation, or donation.’ This joint resolution was vetoed by 
the President. His veto was sustained.’ Plainly, the resolution does not repre- 
sent an exercise of the constitutional power of Congress to dispose of public prop- 
erty under Article IV, § 3, Cl. 2. 

Neither the matters to which we have specifically referred, nor any others 
relied on by California, afford support for a holding that Congress has either 
explicitly or by implication stripped the Attorney General of his statutor 
granted power to invoke our jurisdiction in this federal-state controversy. This 
brings us to the merits of the case. 

Third. The crucial question on the merits is not merely who owns the bare 
legal title to the lands under the marginal sea. The United States here asserts 
rights in two capacities transcending those of a mere property owner. In one 
capacity it asserts the right and responsibility to exercise whatever power and 
dominion are necessary to protect this country against dangers to the security 
and tranquility of its people incident to the fact that the United States is located 
immediately adjacent to the ocean. The Government also appears in its capacity 
as a member of the family of nations. In that capacity it is responsible for 
conducting United States relations with other nations. It asserts that proper 
exercise of these constitutional responsibilities requires that it have power, unen- 
cumbered by State commitments, always to determine what agreements will be 
made concerning the control and use of the marginal sea and the land under it 
See McCulloch v. Maryland, 4 Wheat. 316, 403-408; United States v. Minnesota, 
270 U. S. 181, 194. In the light of the foregoing, our question is whether the 
State or the Federal Government has the paramount right and power to deter- 
mine in the first instance when, how, and by what agencies, foreign or domestic, 
the oil and other resources of the soil of the marginal sea, known or hereafter 
discovered, may be exploited. 

Cali ornia claims that it owns the resources of the soil under the three-mile 
marginal belt as an incident to those elements of sovereignty which it exercises 
in that water area. The state points out that its original Constitution, adopted 
in 1849 before that state was admitted to the Union, included within the state’s 
boundary the water area extending three English miles from the shore. Cal. 
Const. (1849) Art. XII; that the Enabling Act which admitted Cali’ornia to the 
Union ratified the territorial boundary thus defined; and that California was 
admitted ‘“‘on an equal footing with the original States in all respects whatever,” 
9 Stat. 452. With these premises admitted, Cali ornia contends that its owner- 
ship follows from the rule originally announced in Pollard’s Lessee v. Hagen, 3 
How. 212; see also Martin v. Waddell, 16 Pet. 367, 410. In the Pollard case it 
was held, in effect, that the original states owned in trust for their people the 
navigable tidewaters between high and low water mark within each state’s bound- 
aries, and the soil under them, as an inseparable attribute of state sovereignty. 
Consequently it was decided that Alabama, because admitted into the Union on 
“an equal footing’? with the other states, had thereby become the owner of the 
tidelands within its boundaries. Thus the title of Alabama’s tidelands grantee 
was sustained as valid against that of a claimant holding under a United States 
grant made subsequent to Alabama’s admission as a state. 


4S. J. Res 208, 75th Cong., Ist Sess. (1937): S. J. Res. 83 and 92, 76th Cong., Ist Sess. (1929). 8. J. Res 
208 passed the Senate, 81 Cong. Rec. 9326 (1937), was favorably reported by the House Judiciary Committee 
H. R. Rept. 2378, 75th Cong., 3d Sess. (1938), but was never acted on in the House. Hearings were held 
on S. J. Res. 83 and 92 before the Senate Committee on Public Lands and Surveys, but no further action 
was taken. /Jearings before the Senate Committee on Public Lands and Surveys on S. J. Res. 83 und 92. 76th 
Cong., Ist Sess. (1939). In both hearings objections to the resolutions were repeatedly made on the ground 
that passage of the resolutions was unnecessary since the Attorney General already had statutory authority 
to institute the proceedings. See Hearing he‘ore the [louse Committee on the Judiciary on S. J. Res. 208, 
75th Cong., 3d sess., 42-45, 59-61 (1938); /Tearings on S. J. Res. 8% and 92, supra, 27-30. 

*H. J. Res. 225, 79th Conz., 2d Sess. (1946); 92 Cong. Rec. 9642, 10316 (1946). 

#92 Cong. Rec. 10660 (1946). 

192 Cong. Rec. 10745 (1946). 
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The Government does not deny that under the Pollard rule, as explained in 
later cases,® California has a qualified ownership ® of lands under inland navi- 
vable water such as rivers, harbors, and even tidelands down to the low water 
mark. It does question the validity of the rationale in the Pollard case that own- 
ership of such water areas, any more than ownership of uplands, is a necessary 
incident of the state sovereignty contemplated by the “equal footing clause. 
Cf. United States v. Oregon, 295 U. 8. 1, 14. For this reason, among others, it 
argues that the Pollard rule should not be extended so as to apply to lands under 
the ocean. It stresses that the thirteen original colonies did not own the mar- 
ginal belt; that the Federal Government did not seriously assert its increasingly 
creater rights in this area until after the formation of the Union; that it has not 
bestowed any of these rights upon the states, but has retained them as appurte- 
nances of national sovereignty. And the Government insists that no previous 
case in this Court has involved or decided conflicting claims of a state and the 
Federal Government to the three-mile belt in a way which requires_our extension 
of the Pollard inland water rule to the ocean area, : : 

It would unduly prolong our opinion to discuss in detail the multitude of refer- 
ences to which the able briefs of the parties have cited us with reference to the 
evolution of powers over marginal seas exercised by adjacent countries. From 
all the wealth of material supplied, however, we cannot say that the thirteen 
original colonies separately acquired ownership to the three-mile belt or the soil 
under it,!° even if they did acquire elements of the sovereignty of the English 
Crown by their resolution against it. Cf. United States v. Curtiss-Wright Export 
Corp., 299 U. 8. 304, 316. Tats 

At the time this country won its independence from England there’ was no 
settled international custom or understanding among nations that each nation 
owned a three-mile water belt along its borders. Some countries, notably 
England, Spain, and Portugal, had, from time to time, made sweeping claims 
to a right of dominion over wide expanses of ocean. And controversies had 
arisen among nations about rights to fish in prescribed areas." But when this 
nation was formed, the idea of a three-mile belt over which a littoral nation 
could exercise rights of ownership was but a nebulous suggestion.” Neither 
the English charters granted to this nation’s settlers," nor the treaty of peace 
with England," nor any other document to which we have been referred, showed 
a purpose to set apart a three-mile ocean belt for colonial or state ownership." 
Those who settled this country were interested in lands upon which to live, and 
waters upon which to fish and sail. There is no substantial support in history 
for the idea that they wanted or claimed a right to block off the ocean’s bottom 
for private ownership and use in the extraction of its wealth. 

It did happen that shortly after we became a nation our statesmen became 
interested in establishing national dominion over a definite marginal zone to 
protect our neutrality.’ Largely as a result of their efforts, the idea of a definite 


* See ¢. g., Manchester v. Massachusetts, 139 U. S. 240; Louisiana v. Mississippi, 202 U. S. 1; The Abby 
Dodge, 223 U.S. 166. See also United States v. Mission Rock Co., 189 U. 8. 391; Boraz, Ltd. v. Los Angeles, 
206 U.S. 10. 

Although the Pollard case has thus been generally approved many times, the case of Shibely v. Bowlby, 
152 U. S. 1, 47-48, held contrary to implications of the Pollard opinion, that the United States could law- 
fully dispose of tidelands while holding a future state’s land “‘in trust” as a territory. 

*See United States v. Commodore Park, 324 U. S. 386, 390, 391; Scranton v. Wheeler, 179 U.S. 141, 1592 
160, 163; Stockton v. Baltimore & N. Y. P. Co., 32 F. 9, 20; see also United States v. Chandler- Dunbar Co., 
229 U.S. 53. 

10 A representative collection of official documents and scholarship on the subject is Crocker. The Extent 
of the Marginal Sea (1919). Seealso I. Azuni, Maritime Law of Europe (published 1806) c. II: Fulton, 
Sovereignty of the Sea (1911); Masterson, Jurisdiction in Marginal Seas (1929); Jessup, The Law of Terri- 
torial Waters and Maritime Jurisdiction (1927); Fraser, The F-xtent and Delimitation of Territorial Waters, 
11 Corn, L. Q. 455 (1926); Ireland, Marginal Seas Around the States, 2 La. L. Rev, 252, 436 (1940); Comment, 
Conflicting State and Federal Claims of Title in Submerged Lands of the Continental Shelf, 56 Yale L. J. 356 
(1947), 

" See, e. g., Fulton, op. cit. supra, 3-19, 144-145; Jessup, op. cit. supra., 4. 

2 Fulton, op. cit. supra, 21, says in fact that ‘‘mainly through the action and practice of the United States 
of America and Great Britain since the end of the eighteenth century, the distance of three miles from shore 
was more or less formally adopted by most maritime states as . . . more definitely fixing the limits of thetr 
jurisdiction and rights for various purposes, and, in particular, for exclusive fishery.” 

13 Collected in Thorpe, Federal and State Constitutions (1909). 

\“ Treaty of 1783, 8 Stat. 80. 

18s The Continental Congress did, for example, authorize capture of neutral and even American ships 
carrying British goods, ‘‘if found within three leagues [about nine miles] of the coasts.” Journ. of Cong., 
185, 186, 187 (1781). Cf. Declaration of Panama of 1939. 1 Dept. of State, Bull. 321 (1939), claiming the right 
of the American Republics to be free from a hostile ac} in a zone 300 miles from the American coasts, 

‘6 Secretary of State Jefferson in a note to the British minister in 1793 pointed to the nebulous character of 
a nation’s assertions of territorial rights in the marginal belt, and put forward the first official American 
claim for a three-mile zone which has since won general international acceptance. Reprinted in H. Ex, 
Doc. No. 324, 42d Cong., 2d Sess. (1872) 553-554. See also Secretary Jefferson’s note to the Freneh Minister, 
Genet, reprinted American State Papers, I Foreign Relations (1833), 183, 184; Act of June 5, 1794, 1 Stat. 381; 
1 Kent, Commentaries, 14th Ed., 33-40. 
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three-mile belt in which an adjacent nation can, if it chooses, exercise broad 
not complete dominion, has apparently at last been generally accepted throughoy; 
the world,’ although as late as 1876 there was still considerable doubt in England 
about its scope and even its existence. See The Queen v. Keyn, 2 Ex. D. 63 
That the political agencies of this nation both claim and exercise broad dominio, 
and control over our three-mile marginal belt is now a settled fact. Cuna) 
Steamship Co. v. Mellon, 262 U.S. 100, 122-124.'8 And this assertion of nationg 
dominion over the three-mile belt is binding upon this Court. See Jones y. 
United States, 137 U.S. 202, 212-214; In re Cooper, 143 U. 8. 472, 502-503 

Not only has acquisition, as it were, of the three-mile belt been accomplished 
by the National Government but protection and control of it has been and j 
a function of national external sovereignty. See Jones v. United States, 13 
U.S. 202; In re Cooper, 143 U. 8. 472, 502. The belief that local interests are so 
predominant as constitutionally to require state dominion over lands under its 
land-locked navigable waters finds some argument for its support. But such 
can hardly be said in favor of state control over any part of the ocean or the 
ocean’s bottom. This country, throughout its existence has stood for freedom 
of the seas, a principle whose breach has precipitated wars among nations. The 
country’s adoption of the three-mile belt is by no means incompatible with its 
traditional insistence upon freedom of the sea, at least so long as the national 
Government’s power to exercise control consistently with whatever international! 
undertakings or commitments it may see fit to assume in the national interest js 
unencumbered. See Hines v. Davidowitz, 312 U.S. 52, 62-64; McCulloch v. Mary- 
land, gupra. The three-mile rule is but a recognition of the necessity that a 
government next to the sea must be able to protect itself from dangers incident to 
its location. It must have powers of dominion and regulation in the interest of 
its revenues, its health, and the security of its people from wars raged on or too 
near its coasts. And insofar as the nation asserts its rights under international 
law, whatever of value may be discovered in the seas next to its shores and within 
its protective belt, will most naturally be appropriated for its use. But whatever 
any nation does in the open sea, which detracts from its common usefulness to 
nations, or which another nation may charge detracts from it,!® is a question for 
consideration among nations as such, and not their separate governmental units. 
What this Government does, or even what the states do, anywhere in the ocean, 
is a subject upon which the nation may enter into and assume treaty or similar 
international obligations. See Uni'ed S’‘ates v. Belmont, 301 U. S. 324, 331-332 
The very oil about which the state and nation here contend might well become 
the subject of international dispute and settlement. 

The ocean, even its three-mile belt, is thus of vital consequence to the nation 
in its desire to engage in commerce and to live in peace with the world; it also 
becomes of crucial importance should it ever again become impossible to preserve 
that peace. And as peace and world commerce are the paramount responsibilities 
of the nation, rather than an individual, state, so, if wars come, they must be 
fought by the nation. See Chy Lung v. Freeman, 92 U.S. 275, 279. The state is 
not equipped in our constitutional system with the powers or the facilities for 
exercising the responsibilities which would be concomitant with the dominion 
which it seeks. Conceding that the state has been authorized to exercise local 
police power functions in the part of the marginal belt within its declared bound- 
aries,” these do not detract from the Federal Government’s paramount rights 
in and power over this area. Consequently, we are not persuaded to transplant 
the Pollard rule of ownership as an incident of state sovereignty in relation to 
inland waters out into the soil beneath the ocean, so much more a matter of 


7 See Jessup, op. cit. supra, 66; Pesearch in International Law, 23 A.J. 1. 1. 249, 250 (Spec. Supp. 1929 

18 See also Church v. Hubbart, 2 Cranch 187, 234. Congressional assertion of a te:ritorial zone in the sea 
appears in statutes regulating seals, fishing, pollution of waters, etc. 36 Stat. 326, 328; 43 Stat. 604, 605; 37 
Stat. 469, 501. Under the National Prohibition Act, territory including ‘‘a marginal belt of the sea extending 
from low-water mark outward a marine league, or 3 geographical miles’’ constituting the ‘‘territorial waters 
of the United States’’ was regulated. See U.S. Treas, Reg. 2. § 2201 (1927), reprinted in Researe’ in Inter- 
nationcl Law, supra, 250; 41 Stat 305, Anti-smuggling treaties in which foreign nations agreed to permit the 
United States to pursue smugglers beyond the three-mile limit contained express stipulations that generally 
the three-mile limit constitutes “the proper limits of teriitorial waters.’’ See e. g., 43 Stat. 1761 (Pt. 2 

There are innumerable executive declarations to the world of our national claims to the three-mile belt, 
and more recently to the whole continental shelf. For references to diplomatic correspondence making these 
assertio’ s, see | Moore, International Law Digest (1906), 705, 706, 707; 1 Wharton, Digest of International 
Law (1886), 100. See also Hughes, Recent Questions and Negotiations, 18 A. J. I. L.. 229 (1924). 

The latest and broadest claim is President Trumfn’s recent proclamation that the United States ‘regards 
the natural resources of the subsoil and sea bed of the continental shelf beneath the high seas but contiguous 
to the coasts of the United States as appertaining to the United States, subject to its jurisdiction and con- 
trol. ...” Exec. Proc, 2667, Sent. 28, 1945, 10 F, R, 12303, 

1* See Lord vy. Steamship Co., 102 U. 8. 541, 544. 

% See Utah Power & Light Co. v. United States, 243 U. S. 389, 404; cf. The Abby Dodge, 223 U.S, 166, with 
Skiriotes v. Florida, 313 U. S. 69, 74-75. 
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tional concern. If this rationale of the Pollard case is a valid basis for a con- 

ision that paramount rights run to the states in inland waters to the shore- 
vard of the low water mark, the same rationale leads to the conclusion that 

ational interests, responsibilities, and therefore national rights are paramouut 
in waters lying to the seaward in the three-mile belt. Cf. Uni'ed S'ates v. Cur- 
tiss- Wright Corp., 299 U. S. 304, 316; Uni'ed S'‘ates v. Caushy, 328 U. S. 256. 

As previously stated, this Court has followed and reasserted the basic doctrine 

f the Pollard case many times. And in doing so it has used language strong 

ugh to indicate that the Court then believed that states not only owned tide- 

is and soil under navigable inland waters, but also owned soils under all nav- 
vable waters within their territorial jurisdiction, whether inland or not. All 
of these statements were, however, merely paraphrases or offshoots of the Pollard 
land-water rule, and were used, not as enunciation of a new ocean rule, but in 
explanation of the old inland-water principle. Notwithstanding the fact that 
none of these cases either involved or decided the state-federal conflict presented 
here, we are urged to say that the language used and repeated in those cases fore- 
closes the Government from the right to have this Court decide that question now 
that it is squarely presented for the first time. 

There are three such cases whose language probably lends more weight to 
California’s argument than any others. The first is Manchester v. Massachusetts, 
139 U. S. 240. That case involved only the power of Massachusetts to regulate 
fishing. Moreover, the illegal fishing charged was in Buzzards Bay, found 
to be within Massachusetts territory, and no question whatever was raised 
or decided as to title or paramount rights in the open sea. And the Court spe- 
cifically laid to one side any question as to the rights of the Federal Govern- 
ment to regulate fishing there. The second case, Louisiana v. Mississippi, 202 
U.S. 1, 52, uses language about “‘the sway of the riparian States” over ‘‘maritime 
belts.” That was a case involving the boundary between Louisiana and Missis- 
sippi. It did not involve any dispute between the federal and state governments. 
And the Court there specifically laid aside questions concerning ‘‘the breadth 
of the maritime belt or the extent of the sway of the riparian States. * * *” 
id. at 52. The third case is The Abby Dodge, 223 U. S. 166. That was an action 
against a ship landing sponges at a Florida port in violation of an Act of Con- 
gress, 34 Stat. 313, which made it unlawful to “land” sponges taken under cer- 
tain conditions from the waters of the Gulf of Mexico. This Court construed the 
statute’s prohibition as applying only to sponges outside the state’s ‘‘territorial 
limits” in the Gulf. It thus narrowed the scope of the statute because of a 
belief that the United States was without power to regulate the Florida traffic 
in sponges obtained from within Florida’s territorial limits, presumably the 
three-mile belt. But the opinion in that case was concerned with the state’s 
power to regulate and conserve within its territorial waters, not with its exercise 
of the right to use and deplete resources which might be of national and inter- 
national importance. And there was no argument there, nor did this Court 
decide, whether the Federal Government owned or had paramount rights in th 
soil under the Gulf waters. That this question remained undecided is evi- 
denced by Skirtotes v. Florida, 313 U. 8. 69, 75, where we have occasion to speak 
of Florida’s power over sponge-fishing in its territorial waters. Through Mr. 
Chief Justice Hughes we said: ‘‘It is also clear that Florida has an interest in 
the proper maintenance of the sponge fishery and that the |state] statute so far 
as applied to conduct within the territorial waters of Florida, in the absence of con- 
flicting federal legislation, is within the police power of the State.’’ [Emphasis 
supplied.] 

None of the foregoing cases, nor others which we have decided, are sufficient 
to require us to extend the Pollard inland-water rule so as to declare that Cali- 
fornia owns or has paramount rights in or power over the three-mile belt under 
the ocean. The question of who owned the bed of the sea only became of great 
potential importance at the beginning of this century when oil was discovered 
there! As a consequence of this discovery, California passed an Act in 1921 
authorizing the granting of permits to California residents to prospect for oil and 
gas on blocks of land off its coast under the ocean. Cal. Stats. 1921, e. 303. 
This state statute, and others which followed it, together with the leasing practices 
under them, have precipitated this extremely important controversy, and point- 


edly raised this state-federal conflict for the first time. Now that the question 
is here, we decide for the reasons we have stated that California is not the owner 
of the three-mile marginal belt along its coast, and that the Federal Government 
rather than the state has paramount rights in and power over that belt, an inci- 


3! Bull. No. 321, Dept. of Interior,’ Geological Survey. 
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dent to which is full dominion over the resources of the soil under that wate; 
area, including oil. 

Fourth. Nor can we agree with California that the Federal Government’: 
paramount rights have been lost by reason of the conduct of its agents. Thy 
state sets up such a defense, arguing that by this conduct the Government js 
barred from enforcing its rights by reason of principles similar to laches, estoppel, 
adverse possession. It would serve no useful purpose to recite the incidents ;; 
detail upon which the state relies for these defenses. Some of them are yp. 
doubtedly consistent with a belief on the part of some Government agents a: 
the time that California owned all, or at least a part of the three-mile belt. This 
belief was indicated in the substantial number of instances in which the Goverp. 
ment acquired title from the states to lands located in the belt; some decisions 
of the Department of Interior have denied applications for federal oil and gas 
leases in the California coastal belt on the ground that California owned the 
lands. Outside of court decisions following the Pollard rule, the foregoing ar 
the types of conduct most nearly indicative of waiver upon which the state relies 
to show that the Government has lost its paramount rights in the belt. Assum. 
ing that Government agents could by conduct, short of a congressional surrender 
of title or interest, preclude the Government from asserting its legal rights, w 
cannot say it has done so here. As a matter of fact, the record plainly demon- 
strates that until the California oil issue began to be pressed in the thirties, neither 
the states nor the Government had reason to focus attention on the question of 
which of them owned or had paramount rights in or power over the three-mii 
belt. And even assuming that Government agencies have been negligent 
failing to recognize or assert the claims of the Government at an earlier date 
the great interests of the Government in this ocean area are not to be forfeited 
as a result. The Government, which holds its interests here as elsewhere jy 
trust for all the people, is not to be deprived of those interests by the ordinary 
court rules designed particularly for private disputes over individually owned 
pieces of property; and officers who have no authority at all to dispose of Govern- 
ment property cannot by their conduct cause the Government to lose its valuable 
rights by their acquiescence, laches, or failure to act.?? 

We have not overlooked California’s argument, buttressed by earnest. briefs 
on behalf of other states, that improvements have been made along and near 
the shores at great expense to public and private agencies. And we note the 
Government’s suggestion that the aggregate value of all these improvements are 
small in comparison with the tremendous value of the entire three-mile belt 
here in controversy. But, however, this may be, we are faced with the issu 
as to whether state or nation has paramount rights in and power over this ocea: 
belt, and that great national question is not dependent upon what expenses 
may have been incurred upon mistaken assumptions. Furthermore, we cannot 
know how many of these improvements are within and how many without the 
boundary of the marginal sea which can later be accurately defined. But beyond 
all this we cannot and do not assume that Congress, which has constitutional 
control over Government property, will execute its powers in such way as to 
bring about injustices to states, their subdivisions, or persons acting pursuant 
to their permission. See United States v. Texas, 162 U.S. 1, 89, 90; Lee Wilson 
& Co. v. United States, 245 U.S. 24, 32. 

We hold that the United States is entitled to the relief prayed for. The parties, 
or either of them, may, before September 15, 1947, submit the form of decree ti 
carry this opinion into effect, failing which the Court will prepare and enter ai 
appropriate decree at the next term of Court. 

It is so ordered 


Mr. Justice JAcKson took no part in the consideration or decision of this case 

Mr. Justice Reed, dissenting. 

In my view the controversy brought before this Court by the complaint of th 
United States against California seeks a judgment between State and Nation as 
to the ownership of the land underlying the Pacific Ocean, seaward of the ordi- 
nary low-water mark, on the coast of California and within the three-mile limit 
The ownership of that land carries with it, it seems to me, the ownership of an) 
minerals or other valuables in the soil, as well as the right to extract them. 

The determination as to the ownership of the land in controversy turns for me 
on the fact as to ownership in the original thirteen states of similar lands prior 
to the formation of the Union. If the original states owned the bed of the sea, 

% United States v. San Francisco, 310 U. 8. 16, 31-32; Utah v. United States, 284 U. S. 534, 545, 546; Le 


Wilson & Co. v. United States, 245 U. 8, 24, 32; Utah Power & Light Co. v. United States, 243 U. 8, 389, 409 
See also Sec’y of State for India v. Chelikani Rama Rao, L. R. 43 Indian App. 192, 204 (1916). 
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acent to their coasts, to the three-mile limit, then I think California has the 
ne title or ow nership to the lands adjacent to her coast. The original states 
re sovereignties in their own right, possessed of so much of the land under- 
the adjacent seas as was generally recognized to be under their jurisdic- 
The scope of their jurisdiction and the boundaries of their lands were 
erminous. Any part of that territory which had not passed from their owner- 

p by exis sting valid grants were and remained public lands of the respective 
ates. California, as is customary, was admitted into the Union ‘‘on an equal 

ting with the original States in all re spects whatever.” 9 Stat. 452. By §3 

the Act of Admission, the public lands within its borders were reserved for 
jisposition by the United States. ‘‘Public lands’ was there used in its usual 
sense of lands subject to sale undor general laws. As was the rule, title to lands 
inder navigable waters vested in California as it had come in all other states. 
Pollard v. Hagan, 3 How. 212; Barney v. Keokuk, 94 U. 5 338; Shively v. 
Bowlby, 152 U. 8. 1, 49; Mann v. Focome Land Co., 153 v . 8S. 273, 284; Borax 
Consolidated, Ltd. v. Los Angeles, 296 U.S. 10, 17. 

he authorities cited in the Court’s siieien lead me to the conclusion that the 
riginal states owned the lands under the seas to the three-mile limit. There 
were, of course, as is shown by the citations, variations in the claims of sover- 
jgnty, jurisdiction or ownership among the nations of the world. As early as 

793, Jefferson as Secretary of State, in a communication to the Bricish Minister, 
said that the territorial protection of the United States would be extended ‘‘three 
geographical miles’ and added: 

“This distance can admit of no opposition, as it is recognized by treaties be- 
tween some of the powers with whom we are connected in commerce and naviga- 
tion, and is as little, or less, than is claimed by any of them on their own coasts.” 
H. Ex. Doe. No. 324, 42d Cong., 2d Sess., pp. 553-54. 

If the original states did claim, as I think they did, sovereignty and ownership 
to the three-mile limit, California has the same rights in the lands bordering its 
littoral. 

This ownership in California would not interfere in any way with the needs 
or rights of the United States in war or peace. The power of the United States 
is plenary over these undersea lands precisely as it is over every river, farm, 
mine, and factory of the nation. While no square ruling of this Court has deter- 
mined the ownership of those marginal lands, to me the tone of the decisions 
dealing with similar problems indicates that, without discussion, state ownership 
_ been assumed. Pollard v. Hagan, supra; Louisiana v. Mississippi, Pa U.S. 

Oa on Abby Dodge, 223 U. S. 166; New Jersey v. Delaware, 291 U. 8. 361; 
206 > U. S. 694. 

Mr. jo STICE FRANKFURTER, dissenting. 

By this original bill the United States prayed for a decree enjoining all persons, 
including those asserting a claim derived from the State of California, from 
trespassing upon the disputed area. An injunction against trespassers normally 
presupposes property rights. The Court, however, grants the prayer but does 
not do so by finding that the United States has proprietary interests in the area. 
To be sure, it denies such proprietary rights in California. But even if we assume 
an absence of ownership or possessory interest on the part of California, that 
does not establish a proprietary interest in the United States. It is significant 
that the Court does not adopt the Government’s elaborate argument, based on 
dubious and tenuous writings of publicists, see Schwarzenberger, Inductive 
\pproach to Internatioral Law, 60 Harv. L. Rev. 539, 559, that this part of 
the open sea belongs, in a proprietary sense, to the United States. See American 
Banana Co. v. United Fruit Co., 213 U. S. 347, 351. Instead, the Court finds 
trespass against the United States on the basis of what it calls the ‘national 
dominion” by the United States over this area. 

To speak of ‘‘dominion” carries precisely those overtones in the law which 
relate to property and not to political authority. Dominion from the Roman 
concept dominium, was concerned with the property and ownership, as against 
mperium, which related to political sovereignty. One may choose to say, for 
example, that the United States has ‘‘national dominion” over navigable streams. 
But the power to regulate commerce over these streams, and its continued ex- 
ercise, do not change the imperium of the United States into dominium over 
the land below the waters. Of course the United States has ‘paramount rights” 
in the sea belt of California—the rights that are implied by the power to regu- 
late interstate and foreign commerce, the power of condemnation, the treaty- 
making power, the war power. We have not now before us the validity of the 
exercise of any of these paramount rights. Rights of ownership are here as- 
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serted—and rights of ownership are something else. Ownership implies acc yisj- 
tion in the various ways in which land is aecquired—by conquest, by discover 
and claim, by session, by prescription, by purchase, by condemnation. Whe; 
and how did the United States acquire this land? 

The fact that these oil deposits in the open sea may be vital to the na 
security, and important elements in the conduct of our foreign affairs, j 
more relevant than is the existence of uranium deposits, wherever they may 
in determining questions of trespass to the land of which they form a 
This is not a stipulation where an exercise of national power is actively and pri 
ently interfered with. In such a case, the inherent power of a federal 
of equity may be invoked to prevent or remove the obstruction. In re /e 
158 U. 8S. 564; Sanitary District v. United States, 266 U. S. 405. Neither 
bill, nor the opinion sustaining it, suggests that there is interference by (alj- 
fornia or the alleged trespassers with any authority which the Government pres- 
ently seeks to exercise. It is beside the point to say that “if wars come, the 
must be fought by the Nation.” Nor is it relevant that ‘The very oil about 
which the State and Nation here contend might well become the subject of j 
ternational dispute and settlement.”’ It is common knowledge that uranium has 
become “the subject of international dispute” with a view to settlement. Com- 
pare Missouri v. Holland, 252 U. 8. 416. 

To declare that the Government has ‘‘national dominion” is merely a way of 
saying that vis-d-vis all other nations the Government is the sovereign. If that 
is what the Court’s decree means, if needs no pronouncement by this Court to 
confer or declare such sovereignty. It means more than that, it implies that th 
Government has some proprietary interest. That has not been remotely estab- 
lished except by sliding from absence of ownership by California to ownership by 
the United States. 

Let us assume, for the present, that ownership by California cannot be prove: 
On a fair analysis of all the evidence bearing on ownership, then, this area is, | 


‘ 


believe, to be deemed unclaimed land, and the determination to claim it on the 
part of the United States is a political decision not for this Court. The Constitu- 
tion places vast authority for the conduct of foreign relations in the independent 
hands of the President. See United States v. Curtiss-Wright Corp., 299 U.S. 304 
It is noteworthy that the Court does not treat the President’s proclamation i: 
regard to the disputed area as an assertion of ownership. See Exec. Proc. 2667 
(Sept. 28, 1945), 10 F. R. 12303. If California is found to have no title, and this 
area is regarded as unclaimed land, I have no doubt that the President and the 
Congress between them could make it part of the national domain and thereby 
bring it under Article IV, Section 3, of the Constitution. The disposition of the 
area, the rights to be created in it, the rights heretofore claimed in it through usag 
that might be respected though it fall short of prescription, all raise appropriat: 
questions of policy, questions of accommodation, for the determination of whic! 
Congress and not this Court is the appropriate agency. 

Today this Court has decided that a new application even in the old field of 
torts should not be made by adjudication, where Congress has refrained fron 
acting. United States v. Standard Oil Co., 382 U. 8. 301. Considerations of 
judicial self-restraint would seem to me far more compelling where there ar 
obviously at stake claims that involve so many far-reaching, complicated, historic 
interests, the proper adjustments of which are not readily resolved by the materials 
and methods to which this Court is confined. 

This is a summary statement of views which it would serve no purpose to 
elaborate. I think that the bill should be dismissed without prejudice. 


OcroBEeR TERM, 1947 
October 27, 1947 
ORDER AND DECREE (882 U. 8. 804) 


No. 12, Original. United States v. California. Decided June 23, 1947 (332 
U.S. 19) 


Mr. Chief Justice Vinson announced the entrv of the following order and decree: 
Since our opinion which was announced in this case June 23, 1947, two stipu- 
lations have been filed in this Court, signed by the Attorney General and Secretary 
of the Interior of the United States on the one hand and by the Attorney General 
of the State of California on the other hand. In these stipulations the Attorney 
General and the Secretary of the Interior purport to renounce and disclaim for 
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United States Government paramount governmental power over certain par- 
larly described submerged lands in the California coastal area. In such 
ipulations the United States Attorney General and Secretary of the Interior 
hermore purport to bind the United States to agreements which purport to 
horize state lessees of California coastal submerged lands to continue to occupy 
| exploit those lands, and which agreements also purport to authorize California 
ler conditions set out to execute leases for other submerged coastal lands. 

~ Robert E. Lee Jordan has filed a petition in this Court praving that he be 

rmitted to file & motion as amicus curiae or in the alternative as an intervenor 
to have the foregoing stipulations and agreements set aside and declared null 
and void on the ground among others that the Attorney General and the Secretary 
of the Interior are without authority to bind the United States by agreements 
which it is alleged would if valid alienate and surrender the Government’s para- 
mount power over the submerged lands concerning which the stipulations are 


wut 


nade. 

It is ordered that the petition of Robert E. Lee Jordan to file the motion here 
to declare the stipulations null and void be denied, without prejudice to the asser- 
tion of any right he may have in a proper district court. 

It is further ordered that the stipulations between the United States Attorney 
General and the Secretary of the Interior on the one hand and the Attorney 
General of California on the other, which stipulations purport to bind the United 
States, be stricken as irrelevant to any issues now before us. 

And for the purpose of carrying into effect the conclusions of this Court as 
stated in its opinion announced June 23, 1947, it is OkRpERED, ADJUDGED, AND 
DecrREED as follows: 7 

1. The United States of America is now, and has been at all times pertinent 
hereto, possessed of paramount rights in, and full dominion and power over, the 
lands, minerals, and other things underlying the Pacific Ocean lying seaward 
of the ordinary low-water mark on the coast of California, and outside of the 
inland waters, extending seaward three nautical miles and bounded on the north 
and south, respectively, by the northern and southern boundaries of the State of 
California. The State of California has no title thereto or property interest 
therein. 

2. The United States is entitled to the injunctive relief prayed for in the com~ 
plaint. 

3. Jurisdiction is reserved by this Court to enter such further orders and to 
issue such writs as may from time to time be deemed advisable or necessary to 
give full force and effect to this decree. 

Inasmuch as the stipulations of July 26, 1947, have been stricken, Mr. Justice 
Frankfurter desires explicitly to note his understanding that insofar as the mean- 
ing or scope or validity of the stipulations may give rise to any legal issue, no 
such issue has been before the Court or has here been considered. 

Mr. JustTIcE JACKSON took no part in the consideration or decision of this case. 


UNITED States v. LOUISIANA 
(339 U. S. 699) 
NO. 12, ORIGINAL 
Argued March 27, 1950.—Decided June 5, 1950 


1, In this suit, brought in this Court by the United States against the State 
of Louisiana under Art. III, § 2, Cl. 2 of the Constitution, held: The United 
States is entitled to a decree adjudging and declaring the paramount rights 
of the United States as against Louisiana in the area claimed by Louisiana 
which lies under the Gulf of Mexico beyond the low-water mark on the 
coast of Louisiana and outside of the inland waters, enjoining Louisiana 
and all persons claiming under it from continuing to trespass upon the 
area in violation of the rights of the United States, and requiring Louisiana 
to account for the money derived by it from the area after June 23, 1947, 
United States v. California, 332 U. 8.19. Pp. 700-706. 

(a) Toomer v. Witsell, 334 U. 8. 385; New Orleans v. United States, 
10 Pet. 662; Pollard’s Lessee v. Hagan, 3 How. 212, distinguished. P. 704. 

(b) The marginal sea is a national, not a state, concern, and national 
rights are paramount in that area. United States v. California, supra. 
P. 704. 
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(c) Prior to its admission to the Union, Louisiana had no stronger claim 
to ownership of the marginal sea than the original thirteen colonies or 
California; and Louisiana stands on no better footing than California, so 
far as the three-mile belt is concerned. P. 705. 

(d) Since the three-mile belt off the shore is in the domain of the Nation 
rather than that of the separate States, it follows a fortiori that the area 
claimed by Louisiana extending 24 miles seaward beyond the three-mile 
belt is also in the domain of the Nation rather than that of Louisiang, 
Pp. 705-706. 

. In ruling on a motion for leave to file the complaint in this case, 337 U. s. 
902, this Court held, in effect, that Art. III, § 2, Cl. 2 of the Constitution, 
granting this Court original jurisdiction in cases ‘‘in which a State shal! be 
Party,” includes cases brought by the United States against a State, not- 
withstanding a claim that the States have not consented to be sued by the 
Federal Government. Pp. 701-702. : 
In ruling on a demurrer and motions filed by the State of Louisiana, 338 
U.S. 806, this Court held, in effect, that it had original jurisdiction of the 
parties and the subject matter; that lessees of oil, gas, and other similar 
rights in the disputed area are not indispensable parties to the case; and 
that Louisiana was not entitled to a more definite statement of the claim of 
the United States or to a bill of particulars. P. 702. 
. This being an equity suit for an injunction and accounting, Louisiana was 
not entitled to a jury trial. Even if the Seventh Amendment and 28 
U.S. C. § 1872 extend to cases under the original jurisdiction of this Court, 
they require jury trials only in actions at law. P. 706. 
F” The case and the earlier proceedings herein are stated in the opinion at pp. 
700-703. The conclusion that the United States is entitled to the relief prayed 
for is reported at p. 706. 

Solicitor General Perlman argued the cause for the United States. With him 
on the brief were Attorney General McGrath, Assistant Attorney General Vanech, 
Arnold Raum, Oscar H. Davis, Robert E. Mulroney, Robert M. Vaughan, Frederick 
W. Smith and George S. Swarth. 

L. H. Perez and Cullen R. Liskow argued the cause for the defendant. With 
them on the brief were Bolivar E. Kemp, Jr., Attorney General of Louisiana, 
John L. Madden, Assistant Attorney General, Stamps Farrar, Bailey Walsh 
and F. Trowbridge vom Baur. 

Mr. Justice Dovua.as delivered the opinion of the Court. 

The United States by its Attorney General and its Solicitor General brought 
this suit against the State of Louisiana, invoking our jurisdiction under Art. 
III, § 2, Cl. 2 of the Constitution which provides ‘‘In all Cases * * * in whicha 
State shall be Party, the supreme Court shall have original Jurisdiction.” 

The complaint alleges that the United States was and is— 

“the owner in fee simple of, or possessed of paramount rights in, and full 
dominion and power over, the lands, minerals, and other things underlying 
the Gulf of Mexico, lying seaward of the ordinary low-water mark on the 
coast of Louisiana and outside of the inland waters, extending seaward 
twenty-seven marine miles and bounded on the east and west, respectively, 
by the eastern and western boundaries of the State of Louisiana.” 

The complaint further alleges that Louisiana, claiming rights in that property 
adverse to the United States, has made leases under her statutes to various 
persons and corporations which have entered upon said lands, drilled wells for 
the recovery of petroleum, gas, and other hydrocarbon substances, and paid 
Louisiana substantial sums of money in bonuses, rent, and royalties, but that 
neither Louisiana nor its lessees have recognized the rights of the United States 
in said property. 

The prayer of the complaint is for a decree adjudging and declaring the rights 
of the United States as against Louisiana in this area, enjoining Louisiana and 
all persons claiming under it from continuing to trespass upon the area in violation 
of the right of the United States, and requiring Louisiana to account for the 
money derived by it from the area subsequent to June 23, 1947. 

Louisiana opposed the motion for leave to file the complaint, contending that 
the States have not consented to be sued by the Federal Government and that 
United States v. Texas, 143 U. 8. 621, which held that Art. ITI, § 2, Cl. 2, a State 
shall be Party, includes cases brought by the United States against a State 
should be overruled. We heard argument on the motion for leave to file and 
thereafter granted it. 337 U: 8S. 902, rehearing denied, 337 U. S. 928. 

Louisiana then filed a demurrer asserting that the Court has no original juris- 
diction of the parties or of the subject matter. She moved to dismiss on the 
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cround that the lessees are indispensable parties to the case; and she also moved 
for a more definite statement of the claim of the United States and for a bill 
of particulars. The United States moved for judgment. The demurrer was 
overruled, Louisiana’s motions denied, and the motion of the United States for 
judgment was denied, Louisiana being given 30 days in which to file an answer. 
338 U. S. 806. 

In her answer Louisiana admits that “the United States has paramount rights 
in, and full dominion and power over, the lands, minerals, and other things under- 
lying the Gulf of Mexico adjacent to the coast of Louisiana, to the extent of all 
rovernmental powers existing under the Constitution, laws, and treaties of the 
‘nited States,’ but asserts that there are no conflicting claims of governmental 
powers to authorize the use of the bed of the Gulf of Mexico for the purpose of 
searching for and producing oil and other natural resources, on which the relief 
sought by the United States depends, since the Congress has not adopted any law 
which asserts such federal authority over the bed of the Gulf of Mexico. Louisi- 
ana therefore contends that there is no actual justiciable controversy between 
the parties. Louisiana in her answer denies that the United States has a fee- 
simple title to the lands, minerals, and other things underlying the Gulf of 
Mexico. As affirmative defenses Louisiana asserts that she is the holder of fee- 
simple title to all the lands, minerals, and other things in controversy; and that 
since she was admitted into the Union in 1812, she has exercised continuous, 
undisturbed, and unchallenged sovereignty and possession over the property 
in question. 

Louisiana also moved for trial by jury. She asserts that this suit, involving 
title to the beds of tidewaters, is essentially an action at law and that the 
Seventh Amendment and 62 Stat. 953, 28 U.S. C. § 1872, require a jury.! 

The United States then moved for judgment on the ground that Louisiana’s 
asserted defenses were insufficient in law. We set the case down for argument 
on that motion. 

The territory out of which Louisiana was created was purchased by the 
United States from France for $15,000,000 under the Treaty of April 30, 1803, 
8 Stat. 200. In 1804 the area thus acquired was divided into two territories, 
one being designated as the Territory of Orleans, 2 Stat. 283. By the Enabling 
Act of February 20, 1811, 2 Stat. 641, the inhabitants of the Territory of Orleans 
were authorized to form a constitution and a state government. By the Act 
of April 8, 1812, 2 Stat. 701, 703, Louisiana was admitted to the Union “on an 
equal footing with the original states, in all respects whatever.’’ And as re- 
spects the southern boundary, that Act recited that Louisiana was ‘‘bounded 
by the said gulf [of Mexico] . . . including all islands within three leagues of 
the coast.” 2 In 1938 Louisiana by statute declared its southern boundary to 
be twenty-seven marine miles from the shore line.’ 

We think United States v. California (332 U. S. 19) controls this case and that 
there must be a decree for the complainant. 

We lay aside such cases as Toomer v. Wiisell (334 U. S. 385, 393) where a 
State’s regulation of coastal waters below the low-water mark collides with 
the interests of a person not acting on behalf of or under the authority of the 
United States. The question here is not the power of a State to use the marginal 
sea or to regulate its use in absence of a conflicting federal policy; it is the power 
of a State to deny the paramount authority which the United States seeks to 
assert over the area in question. We also put to one side New Orleans v. United 
States (10 Pet. 662) holding that title to or dominion over certain lots and vacant 
land along the river in the city of New Orleans did not pass to the United States 
under the treaty of cession but remained in the city. Such cases, like those 
involving ownership of the land under the inland waters (see, for example, Pollard’s 
Lessee v. Hagan (3 How. 212)), are irrelevant here. As we pointed out in United 
States v. California, the issue in this class of litigation does not turn on title or 
ownership in the conventional sense. California, like the thirteen original colonies, 
never acquired ownership in the marginal sea. The claim to our three-mile belt 
was first asserted by the national government. Protection and control of the 
area are indeed functions of national external sovereignty. 332 U.S., pp. 31-34. 
The marginal sea is a national, not a state concern. National interests, national 


1The Seventh Amendment provides: ‘In Suits at common law, where the value in controversy shall 
exceed twenty dollars, the right of trial by jury shall be preserved, and no fact tried by a jury, shall be 
otherwise re-examined in any Court of the United States, than according to the rules of the common law.”’ 

28 U. 8. C. § 1872 provides: “In all original actions at law in the Supreme Court against citizens of the 
United States, issues of fact shall be tried by a jury.”’ 

2 And see Dart, Louisiana Constitutions (1932), p. 499. 

76 Dart. La. Gen. Stats. (1939), §§ 9311.1-9311.4. 
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responsibilities, national concerns are involved. The problems of commerce 
national defense, relations with other powers, war, and peace focus there. Ng. 
tional rights must therefore be paramount in that area. 

That is the rationale of United States v. California. It is fully elaborated jp 
the opinion of the Court in that case and does not need repetition. 

We have carefully considered the extended and able argument of Louisiana ip 
all its aspects and have found no reason why Louisiana stands on a better footing 
than California so far as the three-mile belt is concerned. The national interest 
in that belt is as great off the shore line of Louisiana as it is off the shore line of 
California. And there are no material differences in the preadmission or post- 
admission history of Louisiana that make her case stronger than California’s, 
Louisiana prior to admission had no stronger claim to ownership of the marginal 
sea than the original thirteen colonies or California had. Moreover, the national 
dominion in the three-mile belt has not been sacrificed or ceded away in either 
ease. The United States, acting through its Attorney General, who has authority 
to assert claims of this character and to invoke our jurisdiction in a federal-state 
eontroversy (United States v. California, pp. 26-29), now claims its paramount 
rights in this domain. E 

There is one difference, however, between Louisiana’s claim and California’s. 
The latter claimed rights in the three-mile belt. Louisiana claims rights twenty- 
four miles seaward of the three-mile belt. We need note only briefly this dif- 
ference. We intimate no opinion on the power of a State to extend, define, or 
establish its external territorial limits or on the consequences of any such exten- 
sion vis-a-vis persons other than the United States or those acting on behalf of or 
pursuant to its authority. The matter of state boundaries has no bearing on 
the present problem. If, as we held in California’s case, the three-mile belt is in 
the domain of the Nation rather than that of the separate States, it follows a 
fortiori that the ocean beyond that limit also is. The ocean seaward of the 
marginal belt is perhaps even more directly related to the national defense, the 
conduct of foreign affairs, and world commerce than is the marginal sea. Cer- 
tainly it is not less so. So far as the issues presented here are concerned, Louisi- 
ana’s enlargement of her boundary emphasizes the strength of the claim of the 
United States to this part of the ocean and the resources of the soil under that 
area, including oil. 

Louisiana’s motion for a jury trial is denied. We need not examine it beyond 
noting that this is an equity action for an injunction and accounting. The 
Seventh Amendment and the statute,‘ assuming they extend to cases under our 
original jurisdiction, are applicable only to actions at law. See Shields v. Thomas 
(18 How. 253, 262); Bartdn v. Barbour (104 U. S. 126, 133-134). 

We hold that the United States is entitled to the relief prayed for. The parties, 
or either of them, may before September 15, 1950, submit the form of decree to 
carry this opinion into effect. 

So ordered. 

Mr. Justice Jackson and Mr. Justice Cuarx took no part in the consideration 
or decision of this case. 

{For opinion of Mr. Justice FRANKFURTER in this case and in No. 13, Original, 
United States v. Texas, see post, p. 723.] 


SupreME Court OF THE UNITED STATES 
No. 12 Orig., October Term, 1950 
Unirep States or America, PLaIntiFF, v. State OF LOUISIANA 
DECREE 
_ (340 U.S. 899) 
This cause came on to be heard on the motion for judgment filed by the plaintiff 


and was argued by counsel. 


For the purpose of carrying into effect the conclusions of this Court as stated 
in its opinion announced June 5, 1950, it is ORDERED, ADJUDGED, AND DECREED 
as follows: 

1. The United States is now, and has been at all times pertinent hereto, pos- 
sessed of paramount rights in, and full dominion and power over, the lands, 


4 See note 1, supra, 
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minerals, and other things underlying the Gulf of Mexico, lying seaward of the 
ordinary low-water mark on the coast of Louisiana, and outside of the inland 
waters, extending seaward twenty-seven marine miles and bounded on the east 
and west, respectively, by the eastern and western boundaries of the State of 
Louisiana. he State of Louisiana has no title thereto or property interest 
therein. 

2. The State of Louisiana, its privies, assigns, lessees, and other persons claim- 
ing under it, are hereby enjoined from carrying on any activities upon or in the 
submerged area described in paragraph 1 hereof for the purpose of taking or 
removing therefrom any petroleum, gas, or other valuable mineral products, 
and from taking or removing therefrom any petroleum, gas, or other valuable 
mineral products, except under authorization first obtained from the United 
States. On appropriate showing, the United States may obtain the other in- 
junctive relief prayed for in the complaint. 

3. The United States is entitled to a true, full, and accurate accounting from 
the State of Louisiana of all or any part of the sums of money derived by the 
State from the area described in te 1 hereof subsequent to June 5, 1950, 
which are properly owing to the United States under the opinion entered in this 
case on June 5, 1950, this decree, and the applicable principles of law. 

4. Jurisdiction is reserved by this Court to enter such further orders and to 
issue such writs as may from time to time be deemed advisable or necessary to 
give full force and effect to this decree. 

DeEcEMBER 11, 1950. 

Mr. Justice JACKSON and Mr. Justice CLarK took no part in the considera- 
tion or decision of this case. 


Unirep States v. TEXAS 
(339 U.S. 707) 


NO. 13, ORIGINAL 


Argued March 28, 1950.—Decided June 5, 1950 


1. In this suit, brought in this Court by the United States against the 
State of Texas under Art. III, § 2, Cl. 2 of the Constitution, held: The 
United States is entitled to a decree adjudging and declaring the para- 
mount rights of the United States as against Texas in the area claimed 
by Texas which lies under the Gulf of Mexico beyond the low-water mark 
on the coast of Texas and outside the inland waters, enjoining Texas and 
all persons claiming under it from continuing to trespass upon the area 
in violation of the rights of the United States, and requiring Texas to 
account to the United States for all money derived by it from the area 
after June 23, 1947. Pp. 709-720. 

. Even if Texas had both dominium and imperium in and over this mar- 
ginal belt when she existed as an independent Republic, any claim that 
she may have had to the marginal sea was relinquished to the United 
States when Texas ceased to be an independent Nation and was admitted 
to the Union “qn an equal footing with the existing States’ pursuant to 
the Joint Resolution of March 1, 1845, 5 Stat. 797. Pp. 715-720. 

(a) The “equal footing” clause was designed not to wipe out economic 
diversities among the several States but to create parity as respects political 
standing and sovereignty. P. 716. 

(b) The ‘‘equal footing” clause negatives any implied, special limitation 
$ ar of the paramount powers of the United States in favor of a State. 

oe Phas 

(c) Although dominium and imperium are normally separable and 
separate, this is an instance where property interests are so subordinated 
to the rights of sovereignty as to follow sovereignty. P. 719. 

(d) If the property, whatever it may be, lies seaward of low-water 
mark, its use, disposition, management, and control involve national 
interests and national responsibilities, thereby giving rise to paramount 
national rights in it. United States v. California, 332 U.S. 19. P. 719. 

(e) The “equal footing’ clause prevents extension of the sovereignty 
of a State into the domain of political and sovereign power of the United 
States from which the other States have been excluded, just as it prevents 
& contraction of sovereignty which would produce inequality among the 
States. Pp. 719-720. 
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3. That Texas in 1941 sought to extend its boundary to a line in the Gulf 
of Mexico 24 marine miles beyond the three-mile limit and asserted owner. 
ship of the bed within that area and in 1947 sought to extend the boundary 
to the outer edge of the continental shelf do not require a different result, 
United States v. Louisiana, ante, p. 699. P. 720. 

. The motions of Texas for an order to take depositions and for the appoint. 
ment of a special master are denied, because there is no need to take 
evidence in this case. Pp. 715, 720. 

. In ruling on a motion by the United States for leave to file the complaint 
in this case, 337 U.S. 902, and on a motion by Texas to dismiss the com. 
plaint for want of original jurisdiction, 338 U. 8S. 806, this Court, in effect, 
held that it had original jurisdiction under Art. III. § 2, Cl. 2 of the Consti- 
tution, even though Texas had not consented to be sued. Pp. 709-710. 

The case and the earlier proceedings herein are stated in the opinion at pp. 
709-712. The conclusion that the United States is entitled to the relief prayed 
for is reported at p. 720. 

Solicitor General Perlman argued the case for the United States. With him 
on the brief were Attorney General McGrath, Assistant Attorney General Vanech, 
Arnold Raum, Oscar H. Davis, Robert E. Mulroney, Robert M. Vaughan, Fred- 
erick W. Smith and George S. Swarth. 

Price Daniel, Attorney General of Texas, and J. Chrys Dougherty, Assistant 
Attorney General, argued the cause for the defendant. With them on the brief 
were Jesse P. Luton, Jr., K. Bert Watson, Dow Heard, Walton S. Roberts, Claude 
C. McMillan, Fidencio M. Guerra, and Mary K. Wall, Assistant Attorneys Gen- 
eral, and Roscoe Pound and Joseph Walter Bingham. 

Mr. Justice Dovct.as delivered the opinion of the Court. 

This suit, like its companion, United States v. Louisiana, ante, p. 699, decided 
this day, invokes our original jurisdiction under Art. III, § 2, Cl. 2 of the Consti- 
tution and puts into issue the conflicting claims of the parties to oil and other 
products under the bed of the ocean below low-water mark off the shores of Texas. 

The complaint alleges that the United States was and is— 

“the owner in fee simple of, or possessed of paramount rights in, and full 

dominion and power over, the lands, minerals and other things underlying 

the Gulf of Mexico, lying seaward of the ordinary low-water mark on the 
coast of Texas and outside of the inland waters, extending seaward to the 
outer edge of the continental shelf and bounded on the east and southwest, 
respectively, by the eastern boundary of the State of Texas and the boundary 
between the United States and Mexico.” 
The complaint is in other material respects identical with that filed against 
Louisiana. The prayer is for a decree ajudging and declaring the rights of the 
United States as against Texas in the above-described area, enjoining Texas 
and all persons claiming under it from continuing to trespass upon the area in 
violation of the rights of the United States, and requiring Texas to account to 
the United States for all money derived by it from the area subsequent to June 
23, 1947. 

Texas opposed the motion for leave to file the complaint on the grounds that 
the Attorney General was not authorized to bring the suit and that the suit, if 
brought, should be instituted in a District Court. And Texas, like Louisiana, 
moved to dismiss on the ground that since Texas has not consented to be sued, 
the Court had no original jurisdiction of the suit. After argument, we granted 
the motion for leave to file the complaint. 337 U.S. 902. Texas then moved to 
dismiss the complaint on the ground that the suit did not come within the original 
jurisdiction of the Court. She also moved for a more definite statement or for a 
bill of particulars and for an extension of time to answer. The United States 
then moved for judgment. These various motions were denied and Texas was 
granted thirty days to file an answer. 338 U.S. 806. 

Texas in her answer, as later amended, renews her objection that this case is 
not one of which the Court has original jurisdiction; denies that the United 
States is or ever has been the owner of the lands, minerals, etc., underlying the 
Gulf of Mexico within the disputed area; denies that the United States is or ever 
has been possessed of paramount rights in or full dominion over the lands, min- 
erals, etc., underlying the Gulf of Blasio within said area except the paramount 
power to control, improve, and regulate navigation which under the Commerce 
Clause the United States has over lands beneath all navigable waters and except 
the same dominion and paramount power which the United States has over up- 
lands within the United States, whether privately or state owned; denies that 
these or any other paramount powers or rights of the United States include 
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wnership or the right to take or develop or authorize the taking or developing of 
oil or other minerals in the area in dispute without compensation to Texas; 
ienies that any paramount powers or rights of the United States include the 
right to control or to prevent the taking or developing of these minerals by 
fexas or her lessees except when necessary in the exercise of the paramount 
federal powers, as recognized by Texas, and when duly authorized by appropriate 
action of the Congress; admits that she claims rights, title, and interests in said 
lands, minerals, etc., and says that her rights include ownership and the right to 
take, use, lease, and develop these properties; admits that she has leased some 
if the lands in the area and received royalties from the lessees but denies that 
the United States is entitled to any of them; and denies that she has no title to 
or interest in any of the lands in the disputed area. 

As an affirmative defense, Texas asserts that as an independent nation the 
Republie of Texas had open, adverse, and exclusive possession and exercised 
jurisdiction and control over the land, minerals, etc., underlying that part of 
the Gulf of Mexico within her boundaries established at three marine leagues 
from shore by her First Congress and acquiesced in by the United States and 
ther major nations; that when Texas was annexed to the United States the 
iaim and rights of Texas to this land, minerals, ete., were recognized and 
preserved in Texas; that Texas continued as a State to hold open, adverse, and 
xclusive possession, jurisdiction, and control of these lands, minerals, ete., 
vithout dispute, challenge, or objection by the United States; that the United 
States has recognized and acquiesced in this claim and these rights; that Texas 
inder the doctrine of prescription has established such title, ownership, and 
sovereign rights in the area as preclude the granting of the relief prayed. 

As a second affirmative defense, Texas alleges that there was an agreement 
between the United States and the Republic of Texas that upon annexation 
Texas would not cede to the United States but would retain all of the lands, 
minerals, ete., underlying that part of the Gulf of Mexico within the original 
boundaries of the Republic. 

As a third affirmative defense, Texas asserts that the United States acknowl- 
edged and confirmed the three-league boundary of Texas in the Gulf of Mexico 
as declared, established, and maintained by the Republic of Texas and as 
retained by Texas under the annexation agreement. 

Texas then moved for an order to take depositions of specified aged persons 
respective the existence and extent of knowledge and use of subsoil minerals 
within the disputea area prior to and since the annexation of Texas, and the 
ises to which Texas has devoted parts of the area as bearing on her alleged 
prescriptive rights. Texas also moved for the appointment of a special master 
to take evidence and report to the Court. 

The United States opposed these motions and in turn moved for judgment 
asserting that the defenses tendered by Texas were insufficient in law and that 
no issue of fact had been raised which could not be resolved by judicial notice. 
We set the case down for argument on that motion. 

We are told that the considerations which give the Federal Government 
paramount rights in, and full dominion and power over, the marginal sea off 
the shores of California and Louisiana (see United States v. California, 332 
U. S. 19; United States v. Louisiana, supra) should be equally controlling when 
we come to the marginal sea off the shores of Texas. It is argued that the national 
interests, national responsibilities, and national concerns which are the basis of 
the paramount rights of the National Government in one case would seem to be 
equally applicable in the other. 

But there is a difference in this case which, Texas says, requires a different result. 
Chat difference is largely in the preadmission history of Texas. 

The sum of the argument is that prior to annexation Texas had both dominium 
ownership or proprietary rights) and imperium (governmental powers of regu- 
lation and control) as respects the lands, minerals, and other products under- 
lying the marginal sea. In the case of California we found that she, like the 
original thirteen colonies, never had dominium over that area. ‘The first claim 
to the marginal sea was asserted by the National Government. We held that 
protection and control of it were, indeed, a function of national external sov- 
ereignty, 332 U. S. 31-34. The status of Texas, it is said, is different: Texas, 
when she came into the Union, retained the dominium over the marginal sea 
which she had previously acquired and transferred to the National Government 
only her powers of sovereignty—her imperium—over the marginal sea. 

This argument leads into several chapters of Texas history. 
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The Republic of Texas was proclaimed by a convention on March 2, 1836 
The United States ? and other nations * formally recognized it. The Congress of 
Texas on December 19, 1836, passed an act defining the boundaries of thy 
Republic. The southern boundary was described as follows: “beginning at 
the mouth of the Sabine river, and running west along the Gulf of Mexico tlirey 
leagues from land, to the mouth of the Rio Grande.’’5 Texas was admitted 
to the Union in 1845 “fon an equal footing with the original States in all respects 
whatever.”’® Texas claims that during the period from 1836 to 1845 she had 
brought this marginal belt into her territory and subjected it to her domestic 
law which recognized ownership in minerals under coastal waters. This the 
United States contests. Texas also claims that under international law, as it 
had evolved by the 1840's, the Republic of Texas as a sovereign nation becany 
the owner of the bed and sub-soil of the marginal sea vis-a-vis other nations 
Texas claims that the Republic of Texas acquired during that period the samy 
interest in its marginal sea as the United States acquired in the marginal sea off 
California when it purchased from Mexico in 1848 the territory from which 
California was later formed. This the United States contests. 

The Joint Resolution annexing Texas 7 provided in part: 


“Said State, when admitted into the Union, after ceding to the United 
States, all public edifices, fortifications, barracks, ports and harbors, navy 
and navy yards, docks, magazines, arms, armaments, and all other property 
and means pertaining to the public defence belonging to said Republic of 
Texas, shall retain all the public funds, debts, taxes, and dues of every 
kind, which may belong to or be due and owing said republic; and shall 
also retain all the vacant and unappropriated lands lying within its limits, 
to be applied to the payment of the debts and liabilities of said Republi: 
of Texas, and the residue of said lands, after discharging said debts and 
liabilities, to be disposed of as said State may direct; but in no event are 
said debts and liabilities to become a charge upon the Government of the 
United States.” [Italics added.] 


The United States contends that the inclusion of fortifications, barracks, ports 
and harbors, navy and navy yards, and docks in the cession clause of the 
Resolution demonstrates an intent to convey all interests of the Republic ir 
the marginal sea, since most of these properties lie side by side with, and 
shade into, the marginal sea. It stresses the phrase in the Resolution ‘other 
property and means pertaining to the public defence.”’ It argues that posses- 
sion by the United States in the lands underlying the marginal sea is a defens 
necessity. Texas maintains that the construction of the Resolution both by 
the United States and Texas has been restricted to properties which the Republic 
actually used at the time in the public defense. 

The United States contends that the “‘ vacant and unappropriated lands’’ which 
by the Resolution were retained by Texas do not include the marginal belt. It 
argues that the purpose of the clause, the circumstances of its inclusion, and 
the meaning of the words in Texas and federal usage give them a more re- 
stricted meaning. Texas replies that since the United States refused to assum 
the liabilities of the Republic it was to have no claim to the assets of the Republic 
except the defense properties expressly ceded. 

In the California case, neither party suggested the necessity for the introduc- 
tion of evidence (332 U. 8, 24). But Texas makes an earnest plea to be heard 
on the facts as they bear on the circumstances of her history which, she says, 
sets her apart from the other States on this issue. 

The Court in original actions, passing as it does on coatroversies betwee! 
sovereigns which involve issues of high public importance, has always been 
liberal in allowing full development of the facts. United States v. Texas, 162 
U.S. 1; Kansas y. Colorado, 185, U. S. 125, 144, 145, 147; Oklahoma v. Texas, 253 
U. S. 465, 471. If there were a dispute as to the meaning of documents and the 
answer was to be found in diplomatic correspondence, contemporary construc- 

11 Laws, Rep. of Texas, p. 6. 

2 See the Resolution passed by the Senate March 1, 1837 (Cong. Globe, 24th Cong., 2d Sess., p. 270), the 
appropriation of a salary for a diplomatic agent to Texas (5 Stat. 170), and the confirmation of a chargé 
d'affaires to the Republic in 1837. 5 Exee, Journ. 17. 

3 See 2 Gammel’s Laws of Texas, 655, 880, 889, 905, for recognition by France, Great Britain, and The 
Netherlands. 

41 Laws, Rep. of Texas, p. 133, 

§ The traditional three-mile maritime belt is one marine league or three marine miles in width, On 
marine league is 3.45 English statute miles. 


6 See Joint Resolution approved December 29, 1845, 9 Stat. 108. 
7 Joint Resolution approved March 1, 1845, 5 Stat. 797. 
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ion, usage, international law and the like, introduction of evidenee and a full 
earing would be essential. 
We conclude, however, that no such hearing is required in this case. We are 
f the view that the ‘equal footing’’ clause of the Joint Resolution admitting 
Texas to the Union disposes of the present. phase of the controversy. 
the “equal footing’ clause has long been held to refer to political rights and 
to sovere ignty. See Stearns Vi Minnesota, 179 | S. 223, 245 It does not, of 
course, include economic stature or standing. There has never been equality 
mong the States in that sense. Some States when they entered the Union 
ad within their boundaries tracts of land belonging to the Federal Government; 
others were sovereigns of their soil. Some had special agreements with the Fed- 
eral Government governing property within their borders. See Stearns v. Min- 
nesota, supra, pp. 2438-245. Area, location, geology, and latitude have created 
great diversity in the economic aspects of the several States. The requirement 
of equal footing was designed not to wipe out ‘hose diversities but to create 
parity as respects political standing and sovereignty 
Yet the “equal footing” clause has long been held to have a direct effect on 
certain property rights. Thus the question early arose in controversies be- 
tween the Federat Government and the States as to the ownership of the shores 
of navigable waters and the soils under them. It was consistently he!d that 
to deny to the States, admitted subsequent to the formation of the Union, 
ownership of this property would deny them admission on an equal footing with 
the original States, since the original States did not grant these properties to 
the United States but reserved them to themselves. See Pollard’s Lessee v 
Hagan, 3 How. 212, 228-229; Mumford v. Wardwell, 6 Wall. 423, 436; Weber v 
Harbor Comm’rs. 18 Wal!. 57, 65-66; Knight v. U. S. Land Assn., 142 U.S. 161, 
183; Shively v. Bowlby, 152 U.S. 1, 26; United States v. Mission Rock Co., 189 
U. 8. 391, 404. The theory of these decisions was aptly summarized by Mr. 
Justice Stone speaking for the Court in United States v. Oregon, 295 U. 5. 1 
14 as follows:8 
‘Dominion over navigable waters and property in the soil under them are 
so identified with the sovereign power of government that a presumption 
against their separation from sovereignty must be indulged in construing 
either grants by the sovereign of the lands to be held in private ownership 
or transfer of sovereignty itself. See Massachusetts v. New York, 271 U.S. 
65, 89. For that reason, upon the admission of a State to the Union, the 
title of the United States to lands underlying navigable waters within the 
States passes to it, as incident to the transfer to the State of local sovereignty, 
and is subject only to the paramount power of the United States to control 
such waters for purposes of navigation in interstate and foreign commerce.”’ 
The “equal footing’ clause, we hold, works the same way in the converse 
situation presented by this case. It negatives any implied, special limitation 
of any of the paramount powers of the United States in favor of a State. Texas 
prior to her admission was a Republic. We assume that as a Republie she had 
not only full sovereignty over the marginal sea but ownership of it, of the land 
underying it, and of all the riches which it held. In other words, we assume tnat 
it then had the dominium and imperium in and over this belt which the United 
States now claims. When Texas came into the Union, she ceased to be an inde- 
pendent nation. She then became a sister State on an “equal footing’? with all 
the other States. That act concededly entailed a relinquishment of some of her 
sovereignty. The United States then took her place as respects foreign commerce, 
the waging of war, the making of treaties, defense of the shores, and the like. 
In external affairs the United States became the sole and exclusive spokesman 
for the Nation. We hold that as an incident to the transfer of that sovereignty 
any claim that Texas may have had to the marginal sea was relinquished to 
the United States. 
We stated the reasons for this in United States v. California, p. 35, as follows: 
“The three-mile rule is but a recognition of the necessity that a govern- 
ment next to the sea must be able to protect itself from dangers incident 


, 


* The same idea was expressed somewhat differently by Mr. Justice Field in Weber v. Harbor Comm'rs 
supra, pp. 65-66 as follows: ‘‘Although the title to the soil under the tidewaters of the bay was acquired by 
the United States by cession from Mexico, equally with the title to the upland, they held it only in trust for 
the future State. Upon the admission of California into the Union upon equal footing with the original 
States, absolute property in, and dominion and sovereignty over, all soils under the tidewaters within her 
limits passed to the State, with the consequent right to dispose of the title to any part of said soils in such 
manner as she might deem proper subject only to the paramount right of navigation over the waters, so far 
as such navigation might be required by the necessities of commerce with foreign nations or among the sev- 
eral States, the regulation of which was vested in the General government.” 
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to its location. It must have powers of dominion and regulation in the 
interest of its revenues, its health, and the security of its people from wars 
waged on or too near its coasts. And insofar as the nation asserts its rights 
under international law, whatever of value may be discovered in the seas 
next to its shores and within its protective belt, will most naturally be appro- 
priated for its use. But whatever any nation does in the open sea, which 
detracts from its common usefulness to nations, or which another nation may 
charge detracts from it, is a question for consideration among nations as 
such, and not their separate governmental units. What this Government 
does, or even what the states do, anywhere in the ocean, is a subject upon 
which the nation may enter into and assume treaty or similar international 
obligations. See United States v. Belmont, 301 U. S. 324, 331-332. The 
very oil about which the state and nation here contend might well become 
the subject of international dispute and settlement.” 

And so although dominium and imperium are normally separable and separate 

this is an instance where property interests are so subordinated to the rights 

of sovereignty as to follow sovereignty. 

It is said that there is no necessity for it—that the sovereignty of the sea can 
be complete and unimpaired no matter if Texas owns the oil underlying it. Yet, 
as pointed out in United States v. California, once low-water mark is passed 
the international domain is reached. Property rights must then be so subordi- 
nated to political rights as in substance to coalesce and unite in the national 
sovereign. ‘Today the controversy is over oil. ‘Tomorrow it may be over some 
other substance or mineral or perhaps the bed of the ocean itself. If the prop- 
erty, whatever it may be, lies seaward of low-water mark, its use, disposition, 
management, and control involve national interests and national responsibilities, 
That is the source of national rights in it. Such is the rationale of the California 
decision, which we have applied to Louisiana’s case. The same result must be 
reached here if ‘equal footing’ with the various States is to be achieved. Unless 
any claim or title which the Republic of Texas had to the marginal sea is subordi- 
nated to this full paramount power of the United States on admission, there is 
or may be in practical effect a subtraction in favor of Texas from the national 
sovereignty of the United States. Yet neither the origina] thirteen States 
(United States v. California, supra, pp. 31-32) nor California nor Louisiana 
enjoys such an advantage. The ‘equal footing’’ clause prevents extension of the 
sovereignty of a State into a domain of political and sovereign power of the 
United States from which the other States have been excluded, just as it prevents 
a contraction of sovereignty (Pollard’s Lessee v. Hagan, supra) which would pro- 
duce inequality among the States. For equality of States means that they are 
not “less or greater, or different in dignity or power.’’ See Coyle v. Smith, 221 
U. S. 559, 566. There is no need to take evidence to establish that meaning of 
“equal footing.” 

Penes in 1941 sought to extend its boundary to a line in the Gulf of Mexico 
twenty-four marine miles beyond the three-mile limit and asserted ownership 
of the bed within that area.!0 And in 1947 she put the extended boundary to the 
outer edge of the continental shelf.!. The irrelevancy of these acts to the issue 
before us has been adequately demonstrated in United States v. Louisiana. The 
other contentions of Texas need not be detailed. They have been foreclosed by 
United States v. California and United States v. Louisiana. 

The motions of Texas for an order to take depositions and for the appoint- 
ment of a Special Master are denied. The motion of the United States for 
judgment is granted. The parties, or either of them, may before September 15, 
1950, submit the form of decree to carry this opinion into effect. 

So ordered. 


Mr. Justice Jackson and Mr. Justice CLark took no part in the consideration 
or decision of this case. 

Mr. Justice Reep, with whom Mr. Justice MinTon joins, dissenting. 

This case brings before us the application of United States v. California, 332 
U.S. 19, to Texas. Insofar as Louisiana is concerned, I see no difference between 
its situation and that passed upon in the California case. Texas, however, 
presents a variation which requires a different result. 

The California case determines, p. 36, that since ‘paramount rights run to the 
states in inland waters to the shoreward of the low-water mark, the same ration- 
ale leads to the conclusion that national interests, responsibilities, and therefore 


® See the statement of Mr. Justice Field (then Chief Justice of the Supreme Court of California) in Moore 
v. Smaw, 17 Cal. 199, 218-219. 

10 Act of May 16, 1941, L. Texas, 47th Leg., p. 454. 

1! Act of May 23, 1947, L. Texas, 50th Leg., p. 451. 
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national rights are paramount in waters lying to the seaward in the three-mile 
belt.”’ Thus the Court held, p. 39, that the Kederal Government has power over 
that belt, an incident of which is “full dominion over the resources of the soil 
under that water area, including oil.”” But that decision was based on the prem- 
ise, pp. 32-34, that the three-mile belt had never belonged to California. The 
California case points out that it was the United States which had acquired this 
seacoast area for the Nation. Sovereignty over that area passed frem Mexico to 
this country. The Court commented that similar belts along their shores were 
not owned by the original seacoast states. Since something akin to ownership of 
the similar area along the coasts of the original states was thought by the Court 
to have been obtained through an assertion of full dominion by the United States 
to this hitherto unclaimed portion of the earth’s surface, it was decided that a 
similar right in the California area was obtained by the United States. The 
contrary is true in the case of Texas. The Court concedes that prior to the Reso- 
lution of Annexation, the United States recognized Texas ownership of the three- 
league area claimed by Texas.!? 

The Court holds immaterial the fact of Texas’ original ownership of this mar- 
ginal sea area, because Texas was admitted on an “equal footing” with the other 
states by the Resolution of Annexation. 5 Stat. 797. The scope of the “equal 
footing’ doctrine, however, has been thought to embrace only political rights or 
those rights considered necessary attributes of state sovereignty. Thus this 
Court has held in a consistent line of decisions that, since the original states, as 
an incident of sovereignty, had ownership and dominion over lands under navi- 
gable waters within their jurisdiction, states subsequently admitted must be 
accorded equivalent ownership. FE. g. Pollard v. Hagan, 3 How. 212; Martin v 
Waddell, 16 Pet. 367. But it was an articulated premise of the California deci- 
sion that the thirteen original states neither had asserted ownership nor had held 
dominion over the three-mile zone as an incident of sovereignty. 

“Equal footing’ has heretofore brought to a state the ownership of river beds, 
but never before has that phrase been interpreted to take away from a newly 
admitted state property that it had theretofore owned. I see no constitutional 
requirement that this should be done and I think the Resolution of Annexation 
left the marginal sea area in Texas. The Resolution expressly consented that 
Texas should retain all “‘the vacant and unappropriated lands lving within its 
limits.” An agreement of this kind is in accord with the holding of this Court 
that ordinarily lands may be the subject of compact between a state and the 
Nation. Stearns v. Minnesota, 179 U.S. 223, 245. The Court, however, does not 
decide whether or not “the vacant and unappropriated lands lying within its 
limits” (at the time of annexation) includes the land under the marginal sea. 
I think that it does include those lands. Cf. Hynes v. Grimes Packing Co., 337 
U.S. 86, 110. At least we should permit evidence of its meaning. 

Instead of deciding this question of cession, the Court relies upon the need 
for the United States to control the area seaward of low water because of its 
international responsibilities. It reasons that full dominion over the resources 
follows this paramount responsibility, and it refers to the California discussion 
of the point. 332 U.S.at35. But the argument based on international responsi- 
bilities prevailed in the California case because the marginal sea area was staked 
out by the United States. The argument cannot reasonably be extended to 
Texas without a holding that Texas ceded that area to the United States. 

The necessity for the United States to defend the land and to handle inter- 
national affairs is not enough to transfer property rights in the marginal sea 
from Texas to the United States. Federal sovereignty is paramount within na- 
tional boundaries, but federal ownership depends on taking possession, as the 
California case holds; on consent, as in the case of places for federal use; or on 
purchase, as in the case of Alaska or the Territory of Louisiana. The needs 
of defense and foreign affairs alone cannot transfer ownership of an ocean bed 
from a state to the Federal Government any more than they could transfer iron 
ore under uplands from state to federal ownership. National responsibility is 
no greater in respect to the marginal sea than it is toward every other particle 
of American territory. In my view, Texas owned the marginal area by virtue 
of its original proprietorship; it has not been shown to my satisfaction that it 
lost it by the terms of the Resolution of Annexation. 

I would deny the United States motion for judgment. 

Mr. JusTicE FRANKFURTER.t 


2 See the statement in the Court's opinion as to the chapters of Texas history. ; 
_t[REPoRTER's NoTE.—This is also the opinion of Mk. JUSTICE FRANKFURTER in No, 12, Original, United 
States v. Louisiana, ante, p. 699.] 
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Time has not made the reasoning of United States v. California, 332 U.S. i9 
more persuasive but the issue there decided is no longer open for me. It is rele. 
vant, however, to note that in rejecting California’s claim of ownership in thy 
off-shore oil the Court carefully abstained from recognizing such claim of owner. 
ship by the United States. This was emphasized when the Court struck out th; 
proprietary claim of the United States from the terms of the decree proposed 
by the United States in the California case.* 

I must leave it to those who deem the reasoning of that decision right to defin, 
its scope and apply it, particularly to the historically very different situation of 
Texas. Asis made clear in the opinion of Mr. Justice Reep, the submerged lands 
now in controversy were part of the domain of Texas when she was on her owr 
The Court now decides that when Texas entered the Union she lost what she had 
and the United States acquired it. How that shift came to pass remains for my 
a puzzle. 


SupREME Court OF THE UNITED STaTEs 
No. 13 Orig., October Term, 1950 
Unitrep Srates or Amprica, PLAINTIFF, v. STATE OF TEXAS 
DECREE 
(340 U.S. 900) 


This cause came on to be heard on the motion for judgment filed by the plaintiff 
and was argued by counsel. 

For the purpose of carrying into effect the conclusions of this Court as stated 
in its opinion announced June 5, 1950, it is ORDERED, ADJUDGED, AND DECREE! 
AS follows: 

The United States of America is now, and has been at all times pertinent 
hereto, possessed of paramount rights in, and full dominion and power over, 
the lands, minerals, and other things underlying the Gulf of Mexico, lying sea- 
ward of the ordinary low-water mark on the coast of Texas, and outside of the 
inland waters, extending seaward to the outer edge of the continental shelf and 
bounded on the east and southwest, respectively, by the eastern boundary of 
the State of Texas and the boundary between the United States and Mexico, 
The State of Texas has no title thereto or property interest therein. 

The State of Texas, its privies, assigns, lessees, and other persons claiming 
under it are hereby enjoined from carrying on any activities upon or in the 
submerged area described in paragraph 1 hereof for the purpose of taking or 
removing therefrom any petroleum gas or other valuable mineral products, and 
from taking or removing therefrom any petroleum, gas, or other valuable mineral 
products, except under authorization first obtained from the United States 
On appropriate showing, the United States may obtain the other injunctive reliet 
prayed for in the complaint. 

The United States is entitled to a true, full, and accurate accounting from 
the State of Texas of all or any part of the sums of money derived by the State 
from the area described in paragraph 1 hereof subsequent to June 5, 1950, which 
are properly owing to the United States under the opinion entered in this case 
on June 5, 1950, this decree, and the applicable principles of law. 

Jurisdiction is reserved by this Court to enter such further orders and t 
issue such writs as may from time to time be deemed advisable or necessary to 
give full force and effect to this decree. 


DECEMBER 11, 1950. 


Mr. Justice Jackson and Mr. Justice CLark took no part in the consideration 
or decision of this case. 





* The decree proposed by the United States read in part: 

“1. The United States of America is now, and has been at all times pertinent thereto, possessed of para 
mount rights of proprietorship in, and full domin: ation and power over, the lands, minerals, and other things 
underlying the Pacific Ocean. . . 

The italicized words were omitted in the Court's decree. 332 U. 8. 804, 805, 
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APPENDIX D 
[Excerpt from The Federal Register of January 20, 1953, vol. 18, No. 13] 
EXECUTIVE ORDER 10426 


SETTING ASIDE SUBMERGED LANDS OF THE CONTINENTAL SHELF AS A NAVAL 
PETROLEUM RESERVE 


By virtue of the authority vested in me as President of the United States, it 
= ordered as follows: 

Section 1. (a) Subject to valid existing rights, if any, and to the provisions of 

is order, the lands of the continental shelf of the United States and Alaska lying 
seaward of the line of mean low tide and outside the inland waters and extending 
to the furthermost limits of the paramount rights, full dominion, and power of 
the United States over lands of the continental shelf are hereby set aside as a 
aval petroleum reserve and shall be administered by the Secretary of the Navy. 

(b) The reservation established by this section shall be for oil and gas only. 
and shall not interfere with the use of the lands or waters within the reserved 
area for any lawful purpose not inconsistent with the reservation. 

Sec. 2. The provisions of this order shall not affect the operating stipulation 
vhich was entered into on July 26, 1947, by the Attorney General of the United 
States and the Attorney General of California in the case of United States of 
America v. State of California (in the Supreme Court of the United States, 
October Term, 1947, No. 12, Original), as thereafter extended and modified. 

Sec. 3. (a) The functions of the Secretary of the Interior under Parts II and 
III of the notice issued by the Secretary of the Interior on December 11, 1950, 
and entitled “Oil and Gas Operations in the Submerged Coastal Lands of the 
Gulf of Mexico” (15 F. R. 8835), as supplemented and amended, are transferred 
to the Seeretary of the Navy; and the term “Secretary of the Navy” shall be 
substituted for the term ‘Secretary of the Interior’? wherever the latter term 
occurs in the said Parts II and III. 

(b) Paragraph (c) of Part III of the aforesaid notice dated December 11, 1950, 
as amended, is amended to read as follows: 

“(e) The remittance shail be deposited in a suspense account within the Treasury 
of the United States, subject to the control of the Secretary of the Navy, the pro- 
ceeds to be expended in such manner as may hereafter be directed by an act of 
Congress or, in the absence of such direction, refunded (which may include a re- 
fund of the money for reasons other than those hereinafter set forth) or deposited 
into the general fund of the Treasury, as the Secretary of the Navy may deem to 
be proper.” 

(c) The provisions of Parts II and III of the aforesaid notice dated December 
11, 1950, as supplemented and amended, including the amendments made by 
this order, shall continue in effect until changed by the Secretary of the Navy. 

Sec. 4. Executive Order No. 9633 of September 28, 1945, entitled ‘Reserving 
and Placing Certain Resources of the Continental Shelf under the Control and 
Jurisdiction of the Secretary of the Interior’ (10 F. R. 12305), is hereby revoked. 

Harry S. Truman. 

Tue Waite House, 

January 16, 1953. 


(F. R. Doc. 53-734; Filed, Jan. 16, 1953; 4:56 p. m 


APPENDIX E 

There is set forth below the text of the report of the Senate Judiciary 
Committee, 80th Congress, on S. 1988, the quitclaim bill which is 
identical in substance with Senate Joint Resolution 13 as introduced. 
This report, while prepared before the decisions in the Louisiana and 
Texas cases, is deemed to be of such pertinence to the present issues, 
because of its comprehensive presentation of the historical, factual, 
and judicial background of the submerged lands issue, that it is 
reprinted in full. It will be noted that the report speaks of the 
opposition of the Department of the Interior and the Attorney 
General to quitclaim legislation. While such was the fact in 1948 
when S. 1988 was reported, the present Attorney General and Secre- 
tary of the Interior have appeared before the committee to express 
support of the legislation of the type of Senate Joint Resolution 13. 
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Calendar No. 1649 


2d Session 


80TH CONGRESS t SENATE { Report 


co 


No. 1592 


NFIRMING AND ESTABLISHING THE TITLES OF THE STATES 


TO LANDS AND RESOURCES IN AND BENEATH NAVIGABLE 
WATERS WITHIN STATE BOUNDARIES AND TO PROVIDE FOR 
THE USE AND CONTROL OF SAID LANDS AND RESOURCES 


June 10 (legislative day, June 1), 1948.—Ordered to be printed 


Mr. Moors, from the Committee on the Judiciary, submitted the 


following 


REPORT 


[To accompany S. 1988] 


The Committee on the Judiciary, to whom was referred the bill 


(S. 


1988)! to confirm and establish the titles of the States to lands 


and resources in and beneath navigable waters within State bound- 

aries and to provide for the use and control of said lands and resources, 

having considered the same, report the bill to the Senate favorably, 

with amendments, and recommend that the bill, as amended, do pass. 
The amendments are as follows: 


COMMITTEE AMENDMENT NO. 1 


On page 1, line 3, strike out down through and including line 7, 
page 6, and insert in lieu thereof the following: 


That the United States of America, recognizing— 


'B 
Mr. 
Mr. Downey, Mr. Connally, Mr. Byrd, Mr. Overton, Mr. Hickenlooper, Mr. Brooks. and Mr Capper) 


(a) that the several States, and the others as hereinafter mentioned, since 
July 4, 1776, or since their formation and admission to the Union, have 
exercised full powers of ownership of all lands beneath navigable waters within 
their respective boundaries and all natural resources within such lands and 
waters, and full control of said natural resources, with the full acquiescence 
and approval of the United States and in accordance with many pronounce 
ments of the Supreme Court and decisions of the executive departments of 
the Federal Government that such lands and resources were vested in the 
respective States as an incident to State sovereignty and that the exercise 
of such powers of ownership and control has not in the past impaired or 
interfered with and will not impair or interfere with the exercise by the Fed- 
eral Government of its constitutional powers in relation to said lands and 
navigable waters and to the control oud regulation of commerce, navigatic! 
national defense, and international relations; and 


Mr. Moore (for himself and Mr. McCarran, Mr. Knowland, Mr. Bricker, Mr. Hawkes, Mr. Butler 
olland, Mr. hastland, Mr. Martin, Mr. Eliender, Mr. Saltonstall, Mr. O’Conor, Mr. O'Daniel, 
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(b) that the several States, their subdivisions, and persons lawfully acting 
pursuant to State authority have expended enormous sums of money on 
improving and reclaiming said lands and in developing the natural resources 
in said lands and waters in full reliance upon the validity of their titles; and 

(c) that a recent decision of the Supreme Court held that the Federal 
Government has certain paramount powers with respect to a portion of said 
lands without reaffirming or settling the ultimate question of ownership of 
such lands and resources, but said decision recognizes that the question of 
the ownership and contro! of said lands and natural resources, is within the 
“congressional area of national power’’ and that Congress will not execute 
its powers ‘‘in such way as to bring about injustices to States. their sub- 
divisions, or persons acting pursuant to their permission” 

it is hereby determined and declared to be in the publie interest that title to and 
ownership of the lands beneath navigable waters within the boundaries of the 
respective States, and the natural resources within such lands and waters, and 
the right and power to control, develop, and use the said natural resources in 
accordance with applicable State law be, and they are hereby recognized, con- 
firmed, established, and vested in the respective States or the persons lawfully 
entitled thereto under the law as established by the decisions of the respective 
courts of such States, and the respective grantees, lessees, or successors in interest 
thereof; and the United States hereby releases and relinquishes unto said States 
and persons aforesaid all right, title, and interest of the United States, if any 
it has, in and to all said lands, improvements, and natural resources, and releases 
and relinquishes all claims of the United States, if any it has, arising out of any 
operations of said States or persons pursuant to State authority upon or within 
said lands and navigable waters: Provided, however, That nothing in this Act 
shall affect the use, development, improvement, and control by or under the 
authority of the United States of said lands and waters for the purposes of navi- 
gation or flood control or the production or distribution of power, or be construed 
as the release or relinquishment of any rights of the United States arising under 
the authority of Congress to regulate or improve navigation or to provide for 
flood control or the production or distribution of nower 
pec. 2. As used in this Act— 

(a) the term “lands beneath navigable waters” inciudes (1) ali iands within 
the boundaries of each of the respective States which were covered by waters 
navigable under the laws of the United States, at the time such State became 
a member of the Union, and all lands permanently or periodically covered by 
tidal waters up to but not above the line of mean high tide and seaward to a 
line three geographical miles distant from the coast line of each such State 
and to the boundary line of each such State where in any case such bound- 
ary, as it existed at the time such State became a member of the Union, or as 
heretofore or hereafter approved by Congress, extends seaward (or into the 
Great Lakes or Gulf of Mexico) beyond three geographical miles, and (2) al. 
lands formerly beneath navigable waters, as herein defined, which have been 
filled or reclaimed; the term ‘‘boundaries’’ includes the seaward boundaries of 
a State or its boundaries in the Gulf of Mexico or any of the Great Lakes as 
they existed at the time such State became a member of the Union, or as here- 
tofore or hereafter approved by the Congress, or as extended or confirmed 
pursuant to section 3 hereof; 

(b) the term ‘“‘coast line’? means the line of ordinary low water aiony that 
portion of the coast which is in direct contact with the open sea and the line 
marking the seaward limit of all estuaries, ports, harbors, bays, straits, and 
sounds, and all other bodies of water which are landward of the open sea, 

(e) the term “‘grantees” and ‘‘lessees’’ include (without limiting the gener- 
alty thereof) all political subdivisions, municipalities and persons holding 
grants or leases from a State to lands beneath navigable waters if such grants 
or leases were issued in accordance with the constitution, statutes, and deci- 
sions of the courts of the State in which such lands are situated: and the term 
“person”’ shall include corporations, partnerships, and associations; 

(d) the term ‘“‘natural resources” shall not include water power or the use 
of water for the production of power; 

(e) the term ‘‘lands beneath navigable waters” shal! not .nciude the beds 
of streams in lands now or heretofore constituting a part of the public lands 
of the United States if such streams were not meandered in connection with 
the public survey of such lands under the laws of the United States. 


1 
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Sec. 3. Any State which has not already done so may extend its seawar 
boundaries (or its boundaries in the Great Lakes) to a line three geogra; 
miles distant from its coastline. Any claim heretofore or hereafter asserted eit} 
by constitutional provision, statute, or otherwise, indicating the intent of 
State to extend its boundaries to a line three geographical miles distant from 
coastline is hereby approved and confirmed, without prejudice to its claim, if an 
it has, that its boundaries extend beyond that line. ; 

Sec. 4. There is excepted from the operation of the first section of this Act— 

(a) all lands and resources therein or improvements thereon which have 
been lawfully acquired by the United States from any State or from any 
person in whom title had vested under the decisions of the courts of such 
State, or their respective grantees, or successors in interest, by cession, grant, 
quitclaim, or condemnation, or from any other owner or owners thereof by 
conveyance or by condemnation, provided such owner or owners had lawfully 
acquired the title to such lands and resources in accordance with the statutes 
or decisions of the courts of the State in which the lands are located; and 

(b) such lands beneath navigable waters within the boundaries of the 
respective States and such interests therein as the United States is lawfully 
entitled to under the law as established by the decisions of the courts of the 
State in which the land is situated, or which are held by the United States in 
_— for the benefit of any tribe, band, or group of Indians or for individual 

ndians. 

Sec. 5. (a) The United States retains all its powers of regulation and control 
of said lands and navigable waters for the purposes of commerce, navigation, 
national defense, and international affairs except those rights to the ownership, 
use, development, and control of the lands and natural resources, which are 
specifically recognized, confirmed, established, and vested in the respective States 
and others by the first section of this Act. 

(b) In time of war or when necessary for national defense, and the Congress or 
the President shall so prescribe, the United States shall have the right of first re 
fusal to purchase at the prevailing market price, all or any portion of the said 
natural resources, or to acquire and use any portion of said lands by proceeding in 
accordance with due process of law and paying just compensation therefor. 

Sec. 6. Nothing in this Act shall be deemed to affect the determination by 
legislation or judicial decree of any issues between the United States and the 
respective States relating to the ownership or control of that portion of the subsoil 
and sea bed of the Continental shelf lying seaward and outside of the area of lands 
beneath navigable waters, described in section 2 hereof. 

Sec. 7. Nothing in this Act shall be deemed to amend, modify, or repeal the 
Acts of July 26, 1866 (14 Stat. 251), July 9, 1870 (16 Stat. 217), March 3, 1877 
(19 Stat. 377), and June 17, 1902 (32 Stat. 388), and Acts amendatory thereof or 
supplementary thereto. 


COMMITTEE AMENDMENT NO. 2 


Amend the title so as to read: 


A bill to confirm and establish the titles of the States to lands beneath navigable 
waters within State boundaries and natural resources within such lands and waters 
and to provide for the use and control of said lands and resources. 


STATEMENT 


Hearings on S. 1988 and on companion measures introduced in 
the House? were jointly conducted by the Committees on the Judiciary 
of the House of Representatives and the Senate for a total of 17 
days, commencing on February 23, 1948, and concluding on March 18, 
1948 


*H. R. 4999, Bradley; H. R. 5010, Fletcher; H. R. 5099, McDonough; H. R. 5105, Brambiett, H. R. 5121, 
Allen; H. R. 5128, Jackson: H. R. 5132, Nixon; H. R. 5136, Anderson; H. R. 5162, Allen; H. R. 5167, Poulson; 
H. R. 5238, Passman; H. R. 5273, Graham: HR. 5281; Gearhart; HR. 5288, Russell; H, R. 5297, Gossett; 
H. R. 5308, Goff; H. R. 5320, Peterson; H. R. 5349, Colmer; H. R. 5372, Mack; H. R. 5380, Teague; H R 
5443, Jones; H. R. 5461, Horan; H. R. 5531, Hale; H. R. 5536. King: H. R. 5628. Weichel; H. R. 5660. Boges 
and H. R. 5860. Chadwick. 
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l. SUPPORT FOR AND OPPOSITION TO THE LEGISLATION 


Supported by public officials 

‘The measure 1s actively supported by a large number of organiza- 
tions comp osed of public officials, among which are (a) the National 
Association of Attorneys General, made up of the attorneys general 
of the 48 States; (b) Conference of Governors, composed of the 
covernors of the 48 States; (c) National Association of State Land 
Officials; (d) American Association of Port Authorities; (e) National 
Institute of Municipal Law Officers; (/) Council of State Govern- 
ments; (g) Conference of Mayors; (hk) Interstate Oil Compact 
Commission; (7) National Association of Secretaries of State; and 
(7) Port of New York Authority. Hon. Millard F. Caldwell, Governor 
of the State of Florida; Hon. J. Strom Thurmond, Governor of the 
State of South Carolina; Hon. William Tuck, Governor of the State 
of Virginia; Hon. Frank Carlson, Governor of the State of Kansas; 
Hon. Beauford H. Jester, Governor of the State of Texas; and Hon. 
Earl Warren, Governor of the State of C alifornia, appeared in person 
to support the legislation. Numerous other State governors appeared 
through personal representatives or filed statements in support of the 
legislation. The attorneys general of 38 States appeared in person or 
through their assistants and deputies or filed statements urging the 
adoption of the legislation. Representatives of the State Legislature 
of the State of California appeared in person. Resolutions and 
memorials in support of the legislation were received from a number 
of State legislative bodies. 


Supported by other organizations 
Representatives of other organizations appeared to support the 


bill, including (a) American Bar Association, (6) Texas Bar Associa- 
tion, (¢) United States Chamber of Commerce, and (d) Independent 
Petroleum Association of America. Also, numerous organizations 
submitted statements and resolutions supporting the legislation, 
including State teachers’ associations, civic organizations, and com- 
mercial associations. 

Opposition 

It is opposed by the Departments of Justice, Interior, and National 
Defense, and by a few persons and their lawyers, who, under the 
provisions of the Federal Mineral Leasing Act, are attempting to 
obtain from the Federal Government, for a nominal consideration, 
oil and gas leases on parts of the submerged lands that are the subject 
matter of this legislation, some of which applications cover and 
include submerged lands that have been déveloped for oil and gas 
under State leases by the expenditure of millions of dollars and are 
now producing large quantities of oil. 

The bill was opposed by the legislative counsel of the National 
Grange, who stated, however, that it was the general policy of the 
Grange to assist cooperative associations, some of which are engaged 
in the business of producing, transporting, refining, and marketing 
petroleum and petroleum products to their members and the general 
public as well, and which have also iled application for Federal oil 
and gas leases on nundreds of thousands of acres of the submerged 
lands involved in this legislation. Congressman Sam Hobbs, of 
Alabama, appeared and discussed with the committee his theory 
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that the “3-mile belt” was incapable of actual ownership by any 
nation within the common understanding of such term, but that title 
actually rested in ‘‘the family of nations.” A Washington corre. 
spondent of the St. Louis Post-Dispatch also appeared and expressed 
his personal opposition to the bill. 


II. Purpose or LEGISLATION 


The purpose of S. 1988, as reported, like that of House Joint Resolu- 
tion 225, which passed the Seventy-ninth Congress by a very substan- 
tial majority but was vetoed by President Truman, is to confirm and 
establish the rights and claims of the 48 States, long asserted and 
enjoyed with the approval of the Federal Government, to the lands 
and resources beneath navigable waters within their boundaries; sub- 
ject, however, to the right of the United States to exercise all of its 
constitutional regulatory powers over such lands and waters. 


III. History or LEGISLATION 


One hundred and sixty years of unchallenged ownership by the States 


Throughout our Nation’s history the States have been in possession 
of and exercising all the rights and attributes of ownership in the lands 
and resources beneath the navigable waters within their boundaries. 
During a period of more than 150 years of American jurisprudence 
the Supreme Court, in the words of Mr. Justice Black,’ had— 
used language strong enough to indicate that the Court then believed that the 
States also owned soils under all navigable waters within their territorial jurisdic- 
tion, whether inland or not. 

That same belief was expressed in scores of Supreme Court opinions 
and in hundreds of lower Federal courts’ and State courts’ opinions. 
Similar beliefs were expressed in rulings by Attorneys General of the 
United States, the Department of the Interior, the War Department, 
and the Navy Department. Lawyers, legal publicists, and those 
holding under State authority accepted this principle as the well- 
settled law of the land. 

As late as 1933, the then Secretary of the Interior, Harold L. Ickes, 
in refusing to grant a Federal oil lease on lands under the Pacific 
Ocean within the boundaries of California, recognized:— 


Title to the soil under the ocean within the 3-mile limit is in the State of Cali- 
fornia, and the land may not be appropriated except by authority of the State. 


Claims of States first challenged by Federal officials in 1937 

It was not until a few applicants for Federal oil leases and their 
attorneys continued to insist that the United States owned the soil 
under navigable waters, that, in the words of Mr. Ickes, ‘‘doubt” 
arose in his mind as to which Government owned the submerged 
lands. The “doubt” was first publicly expressed in the Nye resolu- 
tion * introduced in the Seventy-fifth Congress in 1938, and was sub- 
sequently expressed in the Hobbs and O’Connor resolutions *° and the 

4 United States v. California (1947), 91 Law Ed. Advance Opinions, p. 1423. 

‘ Hearings before the Committee on the Judiciary, House of Representatives, 76th Cong., 3d sess., Feb- 
ruary 1938, on S. J. Res. 208 


* Hearings before Subcommittee No. 4, Committee on the Judiciary, House of Representatives, 76tb 
Cong., ist sess., March 1939. on H. J. Res. 176 and 181. 
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Nye and Walsh resolutions ° introduced in the Seventy-sixth Congress 
in 1939, all of which failed of enactment. Had the Congress followed 
the recommendations of the Departments of Interior, Justice, and 
Navy, by enacting any one of the resolutions, it would have attempted 
to appropriate for the United States, without compensation to the 
States, the 3-mile marginal belt as a naval petroleum reserve, and the 
Attorney General would have been authorized to establish through 
judicial proceedings the Government’s title. 

The theory advanced in 1938 and 1939 by the same Federal depart- 
ments which now oppose S. 1988 was to the effect that the United 
States had no right to appropriate the natural resources within the 
submerged coastal lands unless the Congress, as the policy-making 
branch of the Government, asserted what was contended to be a 
dormant right. They spoke of the right as being “novel” and one 
never before asserted by the United States under the Constitution, 
and as being a right which the States had been asserting and enjoying, 
and would continue to assert and enjoy unless and until the Congress 
changed the policy of the Federal Government. Congress, however, 
did not change the long-existing and recognized policy. 


Congress in 1946 recognized States’ claims 


As a result of continuing threats of Secretary of the Interior Ickes 
to grant Federal leases on portions of the submerged coastal lands, 
resolutions were introduced in 1945 in the Seventy-ninth Congress, 
quieting title to these lands in the States. After extensive bearings,’ 
these resolutions were passed in 1946 as House Joint Resolution 225.8 
However, the reaffirmation of the well-established policy was voided 
through a veto by President Truman.* The House failed to override 
the veto.'® 

While the Congress was considering House Joint Resolution 225, 
the Federal officials, being dissatisfied with the continued refusal of 
Congress to appropriate property long claimed by the Siates, instituted 
on May 29, 1945, a suit against the Pacific Western Oil Corp., a lessee 
of the State of California, to recover part of the submerged lands 
claimed by California and its lessee. 

After House Joint Resolution 225 passed the House by a large vote, 
and while it was pending in the Senate, the suit against Pacilic Western 
Oil Co. was voluntarily dismissed by Attorney General Clark, and an 
original action was brought by him in the Supreme Court against the 
State of California, wherein he alleged that the United States ‘‘is the 
owner in fee simple of, or possessed of paramount rights in and power 
over” the submerged lands within 3 miles of the California coast. 
These two suits were instituted and the latter one against California 
was prosecuted after the Congress had refused in 1938 and again in 
1939 requests of the Attorney General and other Federal officials for 
permission to institute a suit for that purpose. 

The House, in failing to override the veto of House Joint Resolution 
225 was no doubt influenced, as the President had been, by the pending 
litigation. 

‘ Hearings hefore Committee on Public Lands and Surveys. U. 8, Senate, 76th Cong., Ist sess.. Marcu 
1939, on S_ J. Res. 83 and 92, 

' Joint hearings, Committee on the Judiciary, House of Representatives, and a special subcommittee of 
the Senate Judiciary Committee, 79th Cong., Ist sess., on H. J. Res. 118 et al.; hearings before the Committee 
on the Judiciary, U 8. Senate, 79th Cong., 2d sess., on 8S. J. Res. 48 and H. J. Res. 225. 

*92 Congressional Record 9642, 10316 (1946). 


*92 Congressional Record 10660 (1946). 
© 92 Congressional Record 10745 (1946). 





SUBMERGED LANDS ACT 


Decision of Supreme Court denying California ownership 


On June 23, 1947, the Supreme Court rendered its opinion in the 
case of United States v. California, and on October 27, 1947, a decree 
was entered which reads, ip part, as follows: 

1. The United States of Amcrica is now, and has been at all times pertinent 
hereto, possessed of paramount rights in, and full dominion and power over, the 
lands, minerals, and other things underlying the Pacific Ocean lving seaward of 
the ordinary !ow-water mark on the coast of California, and outside of the inland 
waters, extending seaward three nautical miles and bounded on the north and 
south, respectively, by the northern and southern boundaries of the State of 
California The State of California has no title thereto or property interest there. 
in 

In the Court’s majority opinion, Mr. Justice Black said: 

The crucial question on the merits is not merely who owns the bare legal title 
to the lands under the marginal sea. The United States here asserts rights in 
two capacities transcending those of a mere property owner. 

He then proceeded to define those two capacities as that of nationa: 
defense and of conducting foreign relations. 

Mr. Justice Black, in the majority opinion, stated further: 

As previously stated this Court has followed and reasserted the basic doctrine 
of the Pollard case many times. And in doing so it has used language strong 
enough to indicate that the Court then believed that States not only owned tide- 


lands and soil under navigable inland waters, but also owned soils under al 
navigable waters within their territorial jurisdiction, whether inland or not. 


Thus the Court by its decision not only established the law differ- 
ently from what eminent jurists, lawyers, and public officials for more 
than a century had believed it to be, but also differently from what 
the Supreme Court apparently had believed it to be. 

This committee, having heard the testimony of many able and dis- 


tinguished State attorneys general, of representatives of the American 
Bar Association and State bar associations, and of other able and dis- 
tinguished jurists and lawyers, is of the opinion that no decision of the 
Supreme Court in many years has caused such dissatisfaction, con- 
fusion, and protest as has the California case. We have heard it 


described in such terms as “novel,” “strange,” “extraordinary and 


unusual,”’ “creating an estate never before heard of,” ‘‘a reversal of 
what all competent people believed the law to be,” “creating a new 
property interest,” “a threat to our constitutional system of dual 
sovereignty,” ‘a step toward the nationalization of our natural 
resources,” “causing pandemonium,”’ etc. 


Power of Congress to reestablish long-accepted policy of State ownership 

The committee recognizes that it is within the province of the 
Supreme Court to define the law as the Court believes it to be at the 
time of its opinion. However, the Supreme Court does not pass upon 
the wisdom of the law. That is exclusively within the congressional 
area of national power. Congress has the power to change the law, 
just as the Supreme Court has the power to change its interpretation 
of the law by overruling pronouncements in its former opinions which 
have been accepted as the law of the land. Therefore, in full accept- 
ance of what the Supreme Court has now found the law to be, Con- 
gress may nevertheless enact such legislation as in its wisdom it deems 
advisable to solve the problems arising out of the decision. 

Indeed, the power of the Congress to establish the law for the future 
as it was formerly believed to be, was, in effect, recognized by the 
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Court in the California case for it held in connection with the lands in 
question that the power of Congress under article IV, section 3, clause 
9 of the Constitution to dispose of territory or other property of the 
United States was without limitation; and that it would not be assumed 
that— 
Congress, which had constitutional control over Government property, would 
execute its powers in such way as to bring about injustices to States, their sub- 
divisions, or persons acting pursuant to their permission 

Many witnesses testified that they construed the opinion as an 
invitation or recommendation to the Congress to consider the legis- 
lative question as to whether in the public interest the States should 
continue in possession of, and exercise State control of, the submerged 
lands within their boundaries, or the Federal Government should 
take from the States these lands and hereafter exercise all control 
over them. 


IV. Supreme Court Decision Makes LEGISLATION NECESSARY 


When House Joint Resolution 225 was passed by the Congress, 
there existed only a threat to the long-established and settled policy of 
State ownership of these lands. Now, as a result of the reversal of 
this policy by the Supreme Court’s opinion in the California case, 
there exists, in the words of Attorney General Clark," “a variety 
of unusually complex problems which must be resolved.” 

The committee deems it imperative that Congress take action at 
the earliest possible date to clarify the endless confusion and multitude 
of problems resulting from the California decision, and thereby bring 
to aspeedy termination this whole controversy. Otherwise inequities, 
injustices, vexatious and interminable litigation, and the retardment 
of the much-needed development of the resources in these lands will 
inevitably result. 


Issue of title 1s confused 


While the Supreme Court decreed that California was not the 
owner of the 3-mile marginal belt, it failed expressly to decree that 
the United States was the owner. Furthermore, although requested 
by the Attorney General, and others appearing amici curiae, the 
Court refused to hold that the United States was the “owner in fee 
— or had “paramount rights of proprietorship” in such 3-mile 

elt. 

“Fee simple” and “proprietorship” are words commonly used in 
law to denote ownership, while the words “paramount rights in and 
full dominion over’”’ employed by the Court are foreign to the law of 
real property. 

Attorney General Clark expressing the view that paramount rights 
and full dominion signified a title even higher than a fee simple 
testified : 

They said to us in effect, go ahead and get the oil. That is what the effect of 
the opinion is. What more could the Supreme Court have held? If it held that 
we had fee simple title, something might come up some day on this particular land. 
This is a novel decision. This land is under water. It is in the 3-mile belt 
* * * So they did not want to be bound by any fee simple proposition. 

_ So they could have said fee simple title, they could have said any of the descrip- 
tive terms that we use with reference to titles, but they might have found them- 


4 Letter 10 the President dated October 30, 1947. 
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selves in difficulty later on when someone else might have claimed that al] yo, 
have said here is that the United States had fee simple title. 


Mr. Justice Frankfurter, in his dissenting opinion, had difficulty iy 
determining the meaning and legal significance of the words used by 
Mr. Justice Black in the majority opinion, stating that: 


The Court, however, grants the prayer but does not do so by finding that the 
United States has proprietary interests in the area. To be sure it denies suc} 
proprietary rights in California 

Of course the United States has ‘paramount rights” in the sea belt ot Calj 
fornia—the rights that are implied by the power to regulate interstate and foreigy 
commerce, the power of condemnation, the treaty-making power, the war power 
We have not now before us the validity of the exercise of any of these paramount 
rights. Rights of ownership are here asserted—and rights of ownership are 
something else Ownership implies acquisition in the various ways in which jand 
is acquired—by conquest, by discovery and claim, by cession, by prescription, 
by purchase. by condemnation. “hen and how did the United States acquire 
this land? 

The fact that these oi! deposits in the open sea may be vital to the nations 
security, and important elements in the conduct of our foreign affairs, is no more 
relevant than is the existence of uranium deposits, wherever they may be, in 
determining questions of trespass to the land of which they form a part. 


Mr. Justice Reed said in his dissent: 


This ownership in California would not interfere in any way with the needs or 
rights of the United States in war or peace. The power of the United States is 
plenary over these undersea lands precisely as it is over every river, farm, mine 
and factory of the Nation. 


Many witnesses were of the opinion that the construction of para- 
mount rights as including fee ownership would, if carried to its logical 
conclusion, destroy the basic legal distinction between governmental! 
powers under the Constitution on the one hand, and State or private 
ownership of real property on the other, because the 


“é 


paramount 
powers” of the United States do not depend upon whether the point 
at which they may need to be exercised is above or below low-water 
mark or on one side or the other of a line dividing a bay from the 
coastal waters. 

Many witnesses expressed the opimon that the title was left 
suspended in mid-air, leaving the property ownerless, contrary to the 
basic conecpt of our common law that legal title to every piece of 
property must exist in someone; others expressed the view that thie 
Supreme Court held, in effect, that Congress, as the policy-making 
branch of the Federal Government, had the power, in the first instance 
to determine who shall be the owner of the lands 

The theory that title to the 3-mile belt was in “the tamily of 
nations’ expressed by Congressman Hobbs of Alabama, was also 
adhered to by representatives of the Navy Department in 1938 and 
1939 With respect to inland waters, Congressman Hobbs agreed 
that the paramount rights of the Federal Government. as defined by 
the Supreme Court in U. S. v. California, might likewise be exercised 
for the purposes of national defense and international! negotiations. 

Mr. Justice Black, in speaking for the majority of the Court in 
the California case, said: 

The very oi! about which the State and Nation here contend might well become 
the subject of international dispute and settlement. 

If the Court in making the statement had reference to the military 
power of a foreign nation to dispute the rights of the States to take 
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oil under submerged lands within their boundaries, then the same state- 
ment could correctly be made about oil under uplands, providing, 
of course, the foreign nation possessed a military force strong enough 
to compel a settlement by the United States.. However, if the state- 
ment was made because the Congress had never legislatively asserted 
on behalf of the United States or the States title to the submerged 
lands within their boundaries, then we think that is all the more 
reason why the Congress should now remove all doubt about the title 
by ratifying and confirming the titles long asserted by the various 
States, subject always, of course, to the paramount powers of the 
Federal Government under the Constitution, which titles have never 
been disputed by any foreign nation. 

The committee is unable to determine whether or not the Supreme 

Court held that the United States has actual title in and to the sub- 
merged coastal lands adjacent to California, but it is obvious that 
Congress has the power to legislate in any event, for, as the Court 
said, the Federal Government has— 
the paramount right and power to determine in the first instance when, how, and 
by what agencies, foreign or domestic, the oil and other resources of the soil of the 
marginal sea, known or hereafter discovered, may be exploited. 
On the other hand, if the Federal Government does have a fee-simple 
title to these lands and even something greater and paramount to title 
as contended by the Attorney General of the United States, then the 
Congress, under the authority of article IV, section 3, clause 2, of the 
Constitution, has unlimited control over such lands and may dispose 
of them in such manner as it deems in the public interest. The 
committee is, therefore, of the opinion that S. 1988, as reported if en- 
acted, will establish, confirm, and vest in the littoral States, which 
have since the formation of our Union claimed title to the marginal 
belt, such title and rights as the Federal Government has, subject to 
the reservations contained therein. 


UNITED STATES SOVEREIGNTY AFFECTED 


The Court held unconditionally, ‘that California is not the owner 
of the 3-mile marginal belt along its coast,” but failed to hold that 
title was in the Federal Government. 

The Attorney General of the United States and certain interveners 
expressly and forcefully urged that the United States be decreed to 
have “proprietorship” of these lands and the resources therein but it 
is strikingly significant that the Court refused to do so. 

Thus, the opinion presents the legal anomaly of holding that the 
defendant does not have title to the property involved but failing to 
hold that the plaintiff does have title. 

It is beyond doubt that the Federal Government cannot assert any 
lawful control over lands or resources that are not located within the 
borders of the several States or the Territories or which has not been 
committed to it by treaty or other international negotiations. 

In Massachusetts v. Manchester, the Supreme Court said: 

There is no belt of land under the sea adjacent to the coast which is the property 
of the United States and not the property of the States. 

Since the Court has held that the 3-mile belt is in the “open sea” 
and that “California is not the owner of the 3-mile belt along its 
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coast,” and has expressly refused to hold that the United States does 
have “proprietorship” in such lands, then it is an inescapable conse- 
quence of the opinion that the Federal Government has been divested 
of Federal sovereignty over the lands and resources therein, which all 
courts and lawyers have heretofore recognized, subject to the consti- 
tutional limitations. 

The opinion gives comfort to the view expressed by Congressman 
Sam Hobbs, of Alabama, and counsel for the Navy in 1938 and 1939 
when the Nye and Hobbs resolutions were being considered by the 
Congress and the view later expressed by Congressman Hobbs before 
the subcommittee considering S. 1988, that the United States does 
not own the 3-mile marginal belt but title to this area is actually in 
the ‘‘family of nations.” 

The language of the opinion in other respects also emphasizes the 
fact that the Court considers this area outside the sovereignty of the 
United States and that the exercise of Federal rights with respect to 
the 3-mile marginal belt is dependent upon the sheer military force 
of the United States to appropriate such lands and the resources 
therein to its own use. In this connection, the Court said: 

Whatever any nation does in the open sea which detracts from its common 
usefulness to nations or which another nation may charge detracts from it, is a 
question for consideration among nations as such and not their separate govern- 
mental units. * * * The very oil about which the State and the Nation 
here contend might well become the subject of international dispute and settle 
ment. 

The question of national sovereignty raised by the opinion of the 
Court makes it highly important that the Congress act to recognize 
the long asserted titles of the several States to all lands and resources 
within their lawfully established boundaries, which have never been 
disputed by any foreign power, and thus preserve the constitutional 
sovereignty of the United States over these lands. 


Applicability of California decision to other coastal and Great Lakes 
States 

The Attorney General of the United States testified that he intended 
to bring in the near future similar suits against other Coastal States 
and that, although each State would probably urge ‘“‘special defenses” 
based upon the law and facts under which it joined the Union, the 
California decision was a precedent for the suits he intended to bring 
against other States. 

The attorneys general of several Great Lakes States and other 
qualified witnesses testified that the California case was likewise a 
precedent which the Federal Government could properly urge in any 
suit against the Great Lakes States to recover for the Federal Govern- 
ment the submerged areas under the Lakes within the boundaries of 
such States. These witnesses called attention to the fact that the 
Supreme Court in /ilinois Central Railroad vy. Illinois (146 U.S. 387) 
held that because the Great Lakes partook of the nature of the open 
sea, the same rule of ownership would be applied to them that had 
been followed by the Court with reference to ownership of lands ‘‘under 
tide waters on the borders of the sea.”” These witnesses also pointed 
out that the Great Lakes are located on an international boundary 
and the Federal Government has the same right to conduct inter- 
national negotiations involving the Lakes as it does with respect to 
the 3-mile belt off the shore of California. 
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,The Attorney General of the United States when questioned on 
the applicability of the rule as announced in the California case to 
the submerged lands of the Great Lakes within the borders of the 
Great Lakes States was somewhat equivocal. He insisted that 
Lake Michigan was wholly an inland lake and, consequently, in his 
opinion, the rule in the California case could not apply in Lake 
Michigan. He also stated it to be his opinion that the rule would 
not apply with respect to the other Great Lakes. However, he was 
frank to say that this was a personal opinion without study and that 
he had not conferred with or consulted other members of his staff on 
this point. The Attorney General also conceded that all of the 
Great Lakes except Lake Michigan constituted international-boundary 
waters. Later in the testimony it was developed that the Chief of 
the Land Division of the Department of Justice and others in that 
Department had, soon after the Court decided the California case, 
held the opinion that in the event the United States should discover 
anything of value in the beds of the Great Lakes that it needed for 
national defense or which should become the subject of international 
negotiations, the Government could then, under the theory of the 
California case, assert its paramount power and full dominion over 
the lands and resources in such lands lying under the waters of the 
Great Lakes to the same extent and with the same force and effect 
as it had done within the 3-mile belt on the coast of California. 

Apparently, in anticipation that the rule applicable to California 
submerged lands would be applied to the Great Lakes, an applicant 
following the California case applied to the Department of the Interior 
for a Federal oil lease on a part of Lake Michigan within the boundaries 
of the State of Michigan; thus, the State of Michigan is at the moment 
actually confronted with this legal problem, and it follows that the 
other States bordering on Lake Michigan and the other Great Lakes 
are directly affected. 

The implications in the California decision have clouded the title 
of every State bordering on the sea or on the Great Lakes, and the 
committee is unable to estimate how many years it would take to 
adjudicate the question of whether the decision is applicable to other 
coastal and to the Great Lakes States. We are certain that until the 
Congress enacts a law consonant with what the States and the Supreme 
Court believed for more than a century was the law, confusion and 
uncertainty will continue to exist, titles will remain clouded, and years 
of vexatious and complicated litigation will result. 


Uncertainty as to what constitutes the marginal sea as distinguished 
from inland waters 

Much testimony was introduced to show the extreme complexities 
arising in any attempt to locate the precise line demarking the open 
sea from bays, harbors, ports, sounds, and other inland waters. For 
example, since the shores are constantly changing, what date should 
be used to fix the location of the low-water mark? What is a bay, a 
sound, ete ? At what precise point does a bay become a part of the 
open sea? Are waters landward of offshore islands inland waters? 
Are uplands formed by nature subsequent to the date of fixing the 
low-water mark subject to ‘the paramount power” of the United 
States as defined by the Court’s opinion? Are uplands which have 
become submerged to be considered subject to State or Federal con- 
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trol? Are ports which sre created by construction of breakwaters 
part of the open sea? 

The Department of Justice and the State of California are now 
engaged in a controversy in the Supreme Court over the establishment 
of a line demarking the 3-mile belt claimed by the United States, and 
certain bays and harbors claimed by California. This particular con- 
troversy involves only three smal] segments of the California Coast 
covering less than 150 of the State’s 1,200 miles of coast line. Other 
similar controversies are inevitable. 

The testimony showed that in the first case involving a demarkation 
line the Federal Government is claiming as a part of the 3-mile belt 
submerged lands heretofore historically considered and recognized as 
being within the bays. How long it would require even to litivate 
these questions on the California coast alone is unknown. If the 
California decision is applicable to the entire coast line of the United 
States, as claimed by the Department of Justice, the litigation would 
be interminable. 

Unless S. 1988 as reported, is enacted, confusion will exist as to the 
ownership and taxability of, and powers over, bays and the 3-mile belt, 
and their development necessarily will be retarded. We consider it 
against the public interest for the Federal Government to commence a 
series of vexatious lawsuits against the sovereign States to recover sub- 
merged lands within the boundaries of the States, traditionally looked 
upon as the property of the States under a century of pronouncements 
by the Supreme Court reflecting its belief that the States owned these 
lands 


Uncertainty as to resources to which decision is applicable 
The Court decreed that the Federal Government has— 


paramount rights in and full dominion and power over, the lands, minerals, and 
other things underlying the Pacific Ocean— 

in the 3-mile belt. Despite the fact that the Federal officials now in 
office disclaim any present desire to take anything except oil, such 
disclaimer is not conclusive. The testimony shows there is much 
concern over whether the words ‘‘other things” used in the decree 
include sand, gravel, sponges, kelp, oysters, clams, shrimp, crabs, 
saltwater-fish, etc. Certainly, if the Government has the “para- 
mount power” and full dominion over the ‘3-mile belt” and can, 
therefore, take without compensation one of its resources, it can 
likewise take all of its resources. A case is now pending in thie 
Supreme Court in which certain individuals are contending that under 
the decision, the State of South Carolina has no power to regulate 
fishing off its coast and within the historical boundary of the State. 


Uncertainty as to title of inland States to navigable waters within their 
boundaries 

State officials from every inland State in the Union, except three, 
testified or submitted statements that in their opinion the decision 
had clouded the long-asserted titles of the inland States to lands and 
natural resources below navigable waters within the boundaries of the 
inland States. Judge Manley O. Hudson, professor of international 
law at Harvard for the past 25 years and former member of the World 
Court at The Hague, testified: 


Was the rule as to State ownership of the beds of navigable inland waters 
transplanted to the marginal sea? Or was not the rule as to ownership of the 


nr 
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marginal sea transplanted to the navigable water of the bays and rivers? I think 
even a casual reading of the judicial pronouncements will show it was the latter. 
In the English case of the Royal Fishery of the River Banne, decided in 1610 
(80 Eng. Rep. 540), it was said: 

“The reason for which the King hath an interest in such navigable river, so 
high as the sea flows and ebbs in it, is, because such river participates of the 
nature of the sea, and is said to be a branch of the sea so far as it flows.’ 

To give an American interpretation to the same effect, the Supreme Court 
said in Barney v. Keokuk (94 U.S. 324) that the principles applicable to tidewaters 
“are equally applicable to all navigable waters.” There is the progression The 
original pianting was in the marginal sea; the transplanting was in other navigable 
waters. Not from the inland waters to the marginal sea, but from the marginal! 
sea and tidewaters to navigable waters inland. 


The rationale of the so-called inland water rule was vigorously 
attacked by the Attorney General of the United States in the Cal- 
ifornia case. Although he did not ask that it be overruled, he did 
state that “the tidelands and inland waters rule is believed to be 
erroneous.” # 

The Supreme Court has as much power to overrule its prior decisions 
laying down the inland-water rule as it had power to change its belief 
regarding ownership of the marginal belt within the boundaries of the 
States; and it may well do so in view of its holding in the California 
case, unless Congress acts to establish the law for the future. There 
was testimony expressing the view that the Federal Government 
now had the right to take oil, gas, oysters, and other resources from 
under navigable inland waters, without compensation. 


V. Wuat DiIsposiTION oF THE SUBMERGED LANbs WITHIN STATE 
Bounparies Wiuu BE IN THE PuBLic INTEREST 


Since legislation by the Congress is necessary before the States can 
continue efficient management of the submerged lands, or before the 
Federal Government could assume such management, two questions 
must be considered: (1) Should the principles of equity govern the 
Congress and the rights and powers of the States as they existed prior 
to the California decision, S confirmed? and (2) Will the public 


interest be best served by leaving the management of these lands in 
the several States or by transferring to a Federal bureau? 


WHAT ARE THE EQUITIES INVOLVED? 


The Supreme Court stated in the California decision that the Court 
could not and did not— 


assume that Congress, which has constitutional contro! over Government prop- 
erty, will execute ite powers in such way as to bring about injustices to States, 
their subdivisions, or persons acting pursuant to their permission. 


The President has stated there was no desire on the part of the 
administration— 


to destroy or confiscate any honest or bona fide investment 


It is uncontraverted that improvements of the lands in question 
have been made at great expense to public and private agencies in the 
bona fide belief of the States’ authority over them. Whether equity 
should be done necessarily raises the question of how these equities 
came into existence. The committee finds they exist because of the 


* Brief, United States. in U. S. v. California, p. 72. 
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affirmative acts of ownership by the States carried on over a long 
period with the acquiescence and consent of the Federal Government, 


Federal Government has traditionally obtained grants from the States 


At the request of executive departments of the Federal Gover. 
ment, the States have deeded to the United States portions of thei 
submerged lands lying outside the inland waters and within the 
3-mile belt. (See Government’s brief, p. 227 et seq. and appendix to 
California’s brief, p. 169 et seq. in U. S. v. California.) In 14 separate 
instances, from 1889 to 1941, grants of such lands admittedly outside 
inland waters were made by the States of Washington, California, 
Texas, Florida, and South Carolina. In another 22 instances, from 
1847 to 1943. grants were made by the States of Massachusetts 
Rhode Island, and California involving lands which, according to thy 
Government’s brief referred to above, might be considered under 
either inland or marginal sea waters. Since 1790-an additional 159 
grants of submerged lands have been made by practically every 
coastal State, but the Government claimed in its brief that the, 
covered only inland waters. 

These facts establish conclusively that the States, during more than 
a century, have been exercising the highest rights of ownership by 
ours to the United States a part of the submerged lands within 
their boundaries. 


Possession and use of submerged coastal lands by the States 

The earliest assertions by the States of proprietary rights in their 
submerged lands arose in connection with regulation of fishing. 
Except in a few instances, where international treaties were involved, 
State control of fishing in navigable waters, within the State’s bounda- 
ries, has been exclusive. The principal basis for this right to contro! 
fishing rests upon the proprietary rights of the State to the waters and 
the soil thereunder.” Proprietary rights further have been exercised 
by granting leases for harvesting kelp, removing sand, gravel, shells, 
sponges, etc. States and their grantees have expended millions of 
dollars to build piers, breakwaters, jetties, and other structures, to 
install sewage-disposal systems and to fill in beaches and reclaim 
lands. During the past two decades California, Louisiana, and Texas 
have been leasing substantial portions of the lands in question for 
oil, gas, and mineral development. California commenced such 
leasing in 1921 and Texas in 1926. Other States, including Washing- 
ton, Florida, Mississippi, North Carolina, and Maryland, have made 
leases for like purposes. States have levied and collected taxes upon 
interests in and improvements on these lands. It appears to the 
committee that the States have exercised every sovereign right 
incident to the utilization of these submerged coastal lands. 


Recognition of State ownership by Congress 


In 1850 Congress approved the constitutional boundaries of Cali- 
fornia upon its admission to the Union. Its boundaries were specifi- 
cally described as extending 3 miles into the Pacific Ocean. In 1859 
Congress admitted Oregon into the Union with its constitutional 
boundaries specificaliy defined as being 1 marine league from its coast 
line. In 1868 Congress approved the Constitution of Florida, in 


aa v. Maryland (18 How. 74). McCready v. Virginia (94 U. 3. 304). Manchester vy. Mass. (13% 
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which its boundaries were defined as extending 3 marine leagues sea- 
ward and a like distance into the Gulf of Mexico. Texas’ boundary 
was fixed 3 marine leagues into the Gulf of Mexico at the time it 
was admitted to the Union in 1845 by the annexation agreement. 
In 1889 Congress approved the Constitution of the State of Wash- 
ington, which defined its boundary as extending | marine league into 
the ocean and which specifically asserted its ow mnership to the beds of 
all navigable waters within the territorial jurisdiction of the State. 
In 1898, in extending the homestead laws to Alaska, Congress declared 
that nothing should impair the title of any State to be created out 
of the Alaskan Territory to the beds of its navigable waters which 
was defined as including tidal waters up to the line of ordinary high 
tide. It must be remembered that at the time of these actions by 
the Congress it was the universal belief that the States owned the 
beds of all navigable waters within their territorial jurisdiction 
whether inland or not. 

In 1938 and 1939 the Congress failed to enact legislation asserting 
ownership of submerged lands in the Federal Government, and in 1946 
the Congress confirmed States’ ownership of such lands by enactment 
of House Joint Resolution 225, which was vetoed by President 
Truman. 

These affirmative acts by the Congress, and its failure to deny 
State ownership at any time in our history, establish conclusively 
that the congressional policy, at least since 1850, consistently has 
been to recognize State ownership of the lands in question. 


Recognition of State ownership by the executive departments 


Many attorneys general have approved, over a period of 100 years, 
as required by law, the title to the submerged coastal lands granted 
to the United States by the States. The War and Navy Depart- 
ments have treated these lands as owned by the States since the 
Departments originated most of the requests for State grants of such 
lands to the United States. In some 30 opinions, from 1900 to 1937, 
the Department of the Interior ruled that ownership of the soil in the 
3-mile belt was in the respective States. A quotation from one of 
these decisions rendered February 7, 1935, will illustrate the opinion 
of the Interior Department: 

It is not questioned that the land lies below the level of ordinary high tide ot 
the Pacific Ocean. * > 

“Upon the admission of California into the Union upon equa) footing with the 
original States, absolute property in, and dominion and sovereignty over, all soils 
under the tidewaters within her limits passed to the State, with the consequent 
right to dispose of the title to any part of said soils in such manner as she might 
deem proper, * * *” (Weber v. Harbor Commissioners, 18 Wali. 57, 65) 

The Department, therefore, has no jurisdiction over the subject matter This 
rule is regarded as decisive and binding on the Department. * * 


In its opinion in the California case the Supreme Court agrees that 
the facts above discussed are— 
undoubtedly consistent with the belief on the part of some Government agents 
at the time that California owned all, or at least a part, of the 3-mile belt. 

The facts are conclusive that at least prior to 1937 the policy of the 
executive departments of the Government has consistently been to 
recognize State ownership of the submerged lands, whether inland or 
not, ‘within the territorial jurisdication of the State. 
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Recognition of State ownership by the judiciary 


The evidence conclusively establishes that prior to the Californiy 
decision the Supreme Court had in more than 30 cases, covering the 
period 1842 to 1935, announced the principle that the States owned 
the soils under all navigable waters within their territorial jurisdictiop 
whether inland or not. A few examples of the language used in these 
decisions follow [emphasis supplied]: 

For when the Revolution took place the people of each State became themselye 


sovereign, and in that character hold the absolute right to all their navigable water, 
and the soils under them * * * (Martin v. Waddell, 16 Peters 367. 419 
(1842)). 

All soils under the tidewaters within her limits passed to the State (Weber y, 
Harbor Commissioners, 18 Wallace 57, 66 (1873)) 

It is the settled law of this country that the ownership of and dominion and 
sovereignty over lands covered by tidewaters, within the limits of the several S/ates, 
belong to the respective States within which they are found, * * * (Illinois 
Central R. R. Co. v. Tllinois, 146 U. 8. 387 (1892)). 

The soils under tidewalers within the original States were reserved to them 
respectivelv, and the States since admitted to the Union have the same sovereignty 
and jurisdiction to such lands within their borders as the original States possessed 
(Borax Consolidated vy. Los Angeles, 296 U. S. 10, 15 (1935)) 


The committee takes cognizance of the fact that the word “tide. 
waters” as applied to the facts in the cases cited above could not 
refer merely to the strip of land between high- and low-water mark. 
Indeed, it was held by the Supreme Court of the United States in 
Manchester v. Mass. (139 U. S. 258) that the term ‘‘tidewaters’ 
includes the 3-mile belt. 

The above citations are by no means isolated instances. Similar 
expressions have been used in Supreme Court opinions written by some 
of the most outstanding jurists in American history. Among them 


are Chief Justices Waite, Fuller,* White,’ Taft,!? Stone,'® and 
Justices Lamar,'® Gray,” Holmes,” Brandeis,” and Cardozo.” 

Hon. Manley O. Hudson, appearing at the request of Texas, after 
citing and quoting from a number of cases by the Supreme Court, 
commented on the expressions of the Court as follows: 


It is an imposing array of pronouncements—as imposing for their consistency 
as for the repetition. Mr. Justice Black says with becoming modesty that the 
Court “‘has uséd language strong enough to indicate that the Court then’’—that is, 
over a period of a hundred vears—‘“‘believed that States not only owned tidelands 
and soil uncer navigable inland waters, but also owned soils under all navigable 
waters within their territorial jurisdiction, whether inland or not.” He could 
have added that for generations lawyers, good lawyers, careful lawvers, all over 
the country believed the same thing. that they advised their clients that such was 
the law, and that acting on that advice their clients invested millions of their 
money and vears of their energy in improvements and installations 


The evidence is conclusive that not only did our most eminent 
jurists so believe the Jaw to be, but such was the belief of lower Federal 
court jurists and State supreme court jurists as reflected by more than 
200 opinions. The pronouncements were accepted as the settled 
law by lawyers and authors of leading legal treatises. 


™ McCready v. Virginia (94 U. 8. 391, 394 (1876)). 

¥ Louisiana v. Mississippi (202 U. 8. 1, 52 (1906)) 

® Re The Abby Dodge (223 U. 8. 166, 174 (1012)). 

r Appleby v. N. ¥. (271 U. 8. 364, 381 (1926)) 

8 U.S. v. Oregon (295 U.S. 1, 14 (1935)). 

® Knisht vy. U. 8S. Land Ass n..(142 U.S. 161, 183 (1891)) 

® Shively v. Bowlby (152 U.S. 1. 57 (1894)). 
( " Tlardin vy Shedd (190 U S._ 508, 519 (1908)). U. S. v. Chandler-Dunbar Water Power Co. (209 U. 8. 447, 451 
1908) 

% Port 07 Seattle v. Oregon & W. RR. Co. (255 U. 8. 56, 63 (1921)). 

® New Jersey v. Delaware (291 U. 8. 361, 373 (1934)). 
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The present Court in the California decision did not expressly 
overrule these prior Supreme Court opinions but, in effect, said that 
all the eminent authorities were in error in their belief. 

For the first time in history the Court drew a distinction between 
the legal principles applicable to bays, harbors, sounds, and other 
inland waters on the one hand, and to submerged lands lying seaward 
of the low-water mark on the other, although it appears the Court had 
ample opportunity to do so in many previous cases, but failed or refused 
to draw such distinction. In the California decision the Court refused 
to apply what it termed ‘‘the old inland water rule” to the submerged 
coastal lands; however, historically speaking, it seems clear that the 
rule of State ownership of inland waters is, in fact, an offshoot of the 
marginal sea rule established much earlier. 


Equity best served by establishing State ownership 

The repeated assertions by our highest Court for a period of more 
than a century of the doctrine of State ownership of all navigable 
waters, whether inland or not, and the universal belief that such was 
the settled law, have for all practical purposes established a principle 
which the committee believes should as a matter of policy be recog- 
nized and confirmed by Congress as a rule of property law. 

The evidence shows that the States have in good faith always treated 
these lands as their property in their sovereign capacities; that the 
States and their grantees have invested large sums of money in such 
lands; that the States have received, and anticipate receiving large 
income from the use thereof, and from taxes thereon; that the bonded 
indebtedness, school funds, and tax structures of several States are 
largely dependent upon State ownership of these lands; and that the 
legislative, executive, and judicial branches of the Federal Government 
have always considered and acted upon the belief that these lands were 
the properties of the sovereign States. 

If these same facts were involved in a dispute between private 
individuals, an equitable title to the lands would result in favor of 
the person in possession. The Court in the California case states, as 
a matter of law, that the Federal Government— 
is not to be deprived of those interests by the ordinary court rules designed par- 
ticularly for private disputes over individually owned pieces of property; * * * 

The effect of this ruling of the Court 1s to place the State of California 
in the same legal position as an individual, thereby depriving it of its 
status as a sovereign. It should be noted that the case of U.S. v. 
California was a controversy between two sovereigns, namely, the 
United States on the one hand and the State of California on the other, 
both of which occupied equal dignity as sovereigns. The sovereign 
rights enjoyed by the United States were in the first instance derived 
from the States and the sovereign powers of the United States can 
rise no higher or have any greater effect than that which was delegated 
to the Central Government by the Constitution. The committee 
believes that, as a matter of policy in this instance, the same equitable 
principles and high standards that apply between individuals, should 
be applied by Congress as between the National Government and the 
sovereign States. (See Indiana v. Kentucky, 136 U.S. 479, 500 (1890) ; 
U.S. v. Teras, 162 U.S. 1, 61 (1896); New Mezico v. Tezas, 275 U.S. 
279 (1927).) 
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Therefore, the committee concludes that in order to avoid injustices 
to the sovereign States and their grantees, legislative equity can best 
be done by the enactment of S. 1988. 


S. 1988 is not a gift to the States in any equitable sense 

Attorney General Clark and Secretary Krug insisted that S. 193 
constituted a gift from the Federal Government to the several 
coastal States. Such objection, if it be one, must be predicated upon 
the assumption that S. 1988 will take from the United States 
Government some property right which it has heretofore enjoyed, and 
vest in the States rights and interests not hitherto enjoyed by the 
States. Such is not the case. The Federal Government has never, 
prior to 1937, asserted any right in the submerged tidelands, has never 
enjoyed any rights, either in its sovereign or proprietary capacity over 
such lands, but at all times, from the inception of the Government 
and prior to 1937, acting through its executive agencies, recognized 
that unqualified ownership was in the coastal States and that such 
States had full and complete sovereignty and dominion over these 
lands, subject to the constitutional right of the Federal Government 
to regulate commerce. The committee cannot agree that the relin- 
quishment by the Federal Government of something it never believed 
it had, and the confirmation of rights in the States which they always 
believed they did have and which they have always exercised, can be 
properly classified as a “gift,” but rather a mere confirmation of titles 
asserted under what was long believed and accepted to be the law. 
On the basis of such belief and acceptance the States and their citi- 
zens have made large investments, in good faith, that would now be 
wiped out by the rule announced in the California case. 

jThe Congress, in the exercise of its policy powers, is not and should 
not be confined to the same technical rules that bind the courts in 
their determination of legal rights of litigants. Too many people 
have acted over too long a period of time under a justifiable and reason- 
able belief for the Congress to refuse to vest in the States the submerged 
lands within their boundaries, merely because of the lack of a technical 
legal consideration moving from the States. 


Inland States to not look upon S. 1988 as a gift 

Representatives of the Federal Government have implied that the 
so-called gift will result to the detriment of inland States. If any 
great wrong were being done the inland States by S. 1988, the 
States being harmed would have protested its enactment. Not one 
State official appeared before the committee to oppose it. The gov- 
ernors, attorneys general, or other State officials of a total of 45 States 
have vigorously urged its enactment. 


{IT IS NOT IN THE PUBLIC INTEREST THAT ADMINISTRATION AND CONTROL 
OF SUBMERGED LANDS BE TRANSFERRED FROM THE STATES TO THE 
FEDERAL GOVERNMENT 


This problem, as suggested by Mr. Justice Frankfurter, “involves 
many far-reaching, complicated, historic irterests.” Here we have 
the broad question whether Congress should confirm or whether it 
should reverse the traditional and long-accepted policy and practice 
that submerged lands within a State’s boundary and all resources 
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therein belong in a proprietary sense to the States, subject, of course, 
to all powers delegated to the United States by the Constitution. 
This far-reaching historic policy should be reversed only if the 
national interest demands such reversal. The committee is of the 
opinion that not only will the public interest be best served by 
confirming the rights of the States but that common justice and 
equity require such action. 

‘he only reason advanced by the Federal officials who advocate 
the change is their desire for Federal management of the production 
of oil. It is noteworthy that the controversy had its inception in 
1937 by reason of the Federal departments’ attempt to secure con- 
cressional sanction of their plans to assume control of the oil fields 
olf the California coast. The subject matter of the litigation insti- 
tuted by the Department of Justice and resulting in the decision in 
United States v. California was oil. The Departments of the Interior, 
Justice, and Defense base their objection to the continuance of State 
management of submerged lands on the sole ground that such lands 
contain valuable oil deposits. In their testimony the representatives 
of the Federal departments have admitted that they are not interested 
in anything but theoil. The Government’s management bill (S. 2165), 
pending in another committee of the Senate, deals only with oil. 
When asked why the Federal Government was not interested in 
other products, Attorney General Clark stated: 


Because we told the Court we were not. That is the policy of the Government. 


The committee does not agree that the problem is limited to oil; 
The Court’s opinion in the California case is not limited to oil. The 
paramount power under which the Federal Government now claims 
the right to take the oil extends to the 3-mile belt in all its aspects. 
The problem before Congress is as broad as the Court’s decision 


Public interest as to oil in submerged lands 


The immediate needs of this country with regard to oil in the sub- 
merged lands are stated by Secretary of Defense Forrestal as follows: 


The maximum military requirements ot petroleum in the event of a war emer- 
gency are now estimated nearly to double the requirements of Worid War II 
* * * Regarding the quantity of reserves as a fund which supports a certain 
optimum withdrawal, it is clear that the National Military Establishment favors 
policies which wil! promote discoveries of new petroleum reserves * * * The 
tidelands areas in particular are believed to hold great promise in adding oil to 
our available resources. it is the view ot the Nationa! Military Establishment 
that development of the tidelands areas should proceed as rapidly as possible, and 
that all necessary action should be taken to permit rapid development of these 
areas. Delavs in the development of the oii potentials in the tide!ands is con- 
sidered contrary to the best interest of the United States from the viewpoint of 
national security. * * * I do wish to emphasize that undeveloped oil field 
provide no power for the machines of either war or peace. 


The record shows that our highest civilian authorities and repre- 
sentatives of the oil industry are in complete agreement with Secretary 
Forrestal’s statement. 

The theory of establishing Government oil reserves by setting aside 
undeveloped areas has been discarded by practically all competent 
persons who have studied the matter. 

The National Military Establishment is now in process of returning 
to the Interior Department for leasing to private interest, under 
existing laws, all naval reserve areas, except two, which are developed 
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or in the process of development. It is the committee’s opinion ¢)), 
the most effective petroleum reserve and the key to our nations 
security is the development of an adequate reserve of productiy 
capacity that can be drawn upon immediately in time of emergency 
Although at the commencement of World War II we had such reserye 
we do not now have the desired surplus productive capacity. 
meet this essential and imperative need the tidelands should bp 
developed as rapidly as possible. Thus, our principal consideratioy 
is Whether that need will be best met under State or Federal contro! 

The evidence shows that intensive development of the submerge 
lands under State control is now under way, particularly in the Gul 
of Mexico. Many geophysical crews have been and are now exploring 
the area. Millions of acres of leases have been sold through co yMpeti- 
tive bidding off the coasts of Texas and Louisiana. Important test 
wells have been and are now being drilled. Plans have been made 
and the necessary preliminary work is under way for the drilling o 
more important test wells as the result of past geophysical work «1 
leasings. Years have been spent by the States in working out lecisla- 
tion, rules, and regulations, and details of procedure and _ practices 
governing the geophysical work, leasing methods and drilling problems 
involved in this new and hazardous type of oil exploration. The 
States have established and maintain departments, technical staf!s 
and experienced personnel to handle these matters and supervise thes 
activities. In other words, the States are “going concerns’”’ in ful! 
and adequate operation. 

Most of the oil-producing States are members of the mterstate oi) 
‘compact, which has been approved several times by Congress, and 
the purpose of which “is to conserve oil and gas by the prevention ol 
physical waste thereof by any cause.” The purposes for which the 
rompact was created are being effectively and efficiently fulfilled 

If the submerged lands are transferred from State to Federa 
control, the Federal Government will have to begin from scratch 
The ownership of the submerged lands off the coasts of ‘Texas and 
Louisiana and other coastal States will have to be determined by 
litigation. At present there is not even a law under which the 
Federal Government could operate these lands. Even if such a law 
should be finally enacted, additional bureaus would have to be 
created and organized, new rules and regulations promulgated, new 
pemaen obtained and trained, and new Federal leases acquired 

efore any development could get under way. 

The committee believes that failure to continue existing State 
control will result in delaying for an indefinite time the intensive 
development now under way on these lands and that any delay is. 
in the words of Secretary Forrestal, ‘contrary to the best interest 
‘of the United States from the viewpoint of national security.’ 

The evidence does not show any reason why, from a policy stand- 
point, State control should not be continued. There is nothing in 
the record to justify a conclusion that State control is wasteful o: 
improvident, or that under Federal control one more additional barre! 
of oil will be discovered or produced from these lands. None of the 
Federal Government’s representatives had any criticisms to offe1 
concerning either the management by the States of their submerged 
lands or the conservation regulations imposed upon the oil industry 
generally by the States. 
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When asked whether the Federal Government bad any complaint 
as to the ability of the oil industry under the present policy of State 
control to comply with all Government needs in times of peace and 
war. Secretary Krug replied: 

[hey have done a miraculous job. 1 think they will continue to do a miraculous 
job, whether or not’ the United States cives up its ownership of these lands to the 
States 

No evidence was presented to show that the Federal Government 
could do a better job im administering the submerged lands than the 
States are doing. The evidence ts overwhelming that State control is 
not only adequate but is desirable. Geological, engineering, and 
physieal conditions in oil production vary greatly not only from State 
to State. but also from field to field within a State. Different prac- 
tices and procedures have been established to fit the peculiar local 
needs. Problems weident to the development of a new field and to 
the production of oil are complex and wdividualistic and. in many 
instances. demand a prompt solution so as to avoid waste. Local 
controls and promptness of action are highly desirable. The fixed, 
inflexible rules and the delays and remoteness which are inseparable 
from a centralized national control would, in the committee’s judg- 
ment, be unprovident. 

The evidence is conclusive that private interests operating under 
State controls have been eminently more successful in developing our 
oil resources than under Federal controls. The State of New Mexico 
furnishes a good example. There are 11,500,000 acres of State-owned 
lands in New Mexico, while the Federal Government owns in excess 
of 34,000,000 acres. At the present time over 6,000,000 acres of 
State lands, or 52 percent, are under lease for oil and gas exploration, 
while only a little more than 2,000,000 acres of Federal lands, or 
about 6 percent, are under lease for oi! and gas exploration. 

In the five public land States producing oil and gas, the Federai 
Government owns approximately 36% percent of the acreage but 
produces only about 13 percent of the oil and gas produced in these 
States. The 1946 total production from these lands was approxi- 
mately 62,000,000 barrels, while the production from State and 
privately owned lands in the same States was in excess of 380,000,000 
barrels. ‘Thus, it will be seen that in these five “‘public land’”’ States, 
where Federal- and State-owned lands are in direct competition with 
each other, development has been much faster and production has 
been much greater under State regulation than under Federal control. 
The total annual production of oil from the vast federally owned 
domain in 1946 was less than 12 days’ production of the Nation. It 
must be conceded that the Federal Government has made a pitiful 
showing with respect to the development of public lands for oil and 
gas purposes. 

The reasons for this situation are obvious. They may be listed 
as follows: 

(1) The acreage limitations serve definitely to discourage explora- 
tion and production. It would be doubly true under the expensive 
and hazardous conditions of operations on the submerged lands. 

(2) The Government reserves the right to change the royalty and 
otherwise change the terms of the lease. If changes are to be made 
after the risks have been taken and a discovery is made, the incentive 
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to effort is materially reduced and the competitive urge to discov; 
and produce new fields, and thus make oil available, is lessenec 

(3) The basic difficulty in the Government’s concept of leasing oj) 
lands is that it reserves control of operations in Washington. Thay 
the Government may not exercise those controls is no argument; the 
control exists and, if experience may be relied upon, it is exercised 
Certainly, the most oil will be produced for our national needs whey 
the operator is left free to exercise his own judgment as an experienced 
and prudent person in determining how his property shall be developed 
and produced, subject always to the control of the States under its 
conservation laws, rules, and regulations. 

Under the proposed Government bill, on advice from the Secretary 
of Defense and in the event of war, the Secretary of the Interior may 
terminate the lease and pay the owner such consideration as he thinks 
is proper. This is an example of the Government’s concept of proper 
controls. 

(4) Government control is particularly unattractive to the smaller 
operators. It is a fact that 20 large companies actually own more 
than one-half of all the sepbunine teen acreage on the public lands. 
The hazards and expense of operations in the submerged coastal lands 
are much greater than on the uplands. Government contro! would 
increase those hazards by imposing unnecessary and impractical re- 
strictions and limitations. Such policy would particularly discourage 
individuals and small units in the industry and tend to delay imme- 
diate and early development of these lands so necessary for our 
national welfare. 

Two other policy considerations lead the committee to believe that 
continued State control of these lands is desirable. One is that State 
control is more conducive to operations on submerged lands by the 
smaller independent producers. The evidence shows that Federal 
administration would have a strong tendency to eliminate the smaller 
producer from participation in development of the submerged lands. 
The second consideration is that Federal control of these vast deposits 
would be another step in the direction of nationalization of the natural 
resources of the Nation to which the committee is opposed. 

In view of all these considerations, particularly the critical and 
imperative need in these uncertain times for the development of new 
oil resources with the greatest speed possible, the committee believes 
that it would not be in the public interest for this Congress to destroy 
the highly developed, experienced, and efficient State organizations 
now controlling the submerged oil deposits by transferring such 
resources to a Federal bureau which has no facilities, no intimate 
knowledge of the complex local problems, and no laws or established 
rules or practices under which operations can be carried on. 


Public interest as to resources other than oil 


The Court’s decree in the California case covered not only the oil 
but the land, minerals, and “other things” underlying the ocean in 
the 3-mile belt. 

The fishing industry is one of the major industries in our country 
and represents an important source of our food supply and of our 
national income. State control of fishing, mesa Por sedentary 
fish, such as shrimp, oysters, clams, crabs, lobsters, etc., has been 
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based upon the State’s ownership of the soil. Regulations by many 
States are based upon the statutory declaration of the State’s owner- 
ship of the waters and the fish in them In Smith v. Maryland 
(18 How. 74) the Court said: 

*The State holds the propriety of this soil for the conservation of the public 
rights of fishing thereon, and may regulate the modes of that enjoyment so as to 
prevent the destruction of the fishery. * * * This power resuits from the 
ownership of the soul, from the legislative jurisdiction of the State over it, and from 
its duty to preserve those public uses for which the soil is held. {Italies supplied. | 

Kelp is @ very important product in California’s 3-mile belt. It 
grows from the bed of the sea and is, like grain, harvested with a 
reaper. It is a potential source of potash salts and iodine. In the 
year 1945, 37,542 tons of kelp were harvested under State leases. 
In 1911 the Department of Agriculture said: 


The giant kelp beds of the Pacific coast are * * * a national asset of first 
importance. (See S. Doc. 190, 62d Cong., 2d sess.) 


In many of the coastal States there are other important industries 
that take resources from the soil of the 3-mile belt, such as sponges, 
sand, gravel, shell, ete. 

No witness contended that the California decision 1s not broad 
enough to permit Federal regulation of these resources. No evidence 
was submitted to show that the public interest would be better served 
by transferring the management of these resources to the Federal 
Government and thereby destroy the existing controls that have been 
long established by the States. 

Representatives of the Federal departments in effect admitted the 
efficacy of continued State management by their statements that 
they were not interested in the fish, shrimp, oysters, kelp, and other 
products of the marginal sea. No explanation has been given for 
this discriminatory policy whereby the oil lessees are to be subject 
to Federal control, while other lessees of submerged lands remain 
under State control. 

Under the holding in the California case, the administrative officers 
now in office can no more legally waive the rights of the Federal 
Government to these other resources by saying they are not interested 
in them, than could their predecessors in office legally waive the 
Federal Government’s paramount rights over the oil by ruling the 
submerged lands belonged to the States. 

Only the Congress can assure the States, and the widespread and 
important industries affected, that they will not be subject to Federal 
control but will remain under State control. The committee believes 
that they are entitled to such assurance from the Congress. 


Other public unterests in submerged lands 


Apart from the resources which may be taken from submerged lands, 
the States have other interests in the use of such lands. Many piers, 
docks, wharves, jetties, sea walls, groins, pipe lines, sewage-disposal 
systems, acres of reclaimed land and filled-in beaches, etc., have been 
established and many more will be established on these lands. The 
recreational use of the submerged areas along the Atlantic, Pacific, 
and Gulf coasts has become of great importance. The uses to which 
these lands are put are essentially local in character, and are of 
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primary concern to the people of the particular locality. Any 
conflict of interests arising from the use of the submerged lands should 
be and can best be solved by local authorities. 

“ven if the departments’ proposed S. 2222 is enacted, contusioy 
and delay in programs for the future development of these lands | {o; 
example, the $100,000,000 program in the city of Los Angeles) are 
inevitable, inasmuch as-all development after June 23, 1947. would 
be subject to Federal authority First, the demarcation line between 
the so-called inland waters and the submerged coastal area must be 
drawn in order to determine jurisdiction Secondly. a complete new 
Federal procedure duplicating State procedure must be established, 
Then the portion of the improvement situated on lands between lizh- 
and low-water mark will be under State jurisdiction, while the portion 
situated on lands seaward from low-water mark will be under Federa| 
jurisdiction. The confusion and practical difficulties see» obvious 
and interminable 

No witness contended that the ledera! Government had any need 
« own or control the submerged lands for these purposes he 
committee believes that the States have such need, and is o! the 
opinion that these interests are so intimately connected with toca 
activities that it constitutes another paramount reason why the 
control of these submerged lands should not be taken from the loca! 
authorities and transferred to a centralized Federal authority. 


V1. OxssecTions To 3. 1988 By FEDERAL MINERAL APPLICANTS 


Objections to S. 1988 were interposed by a few individuals and 
their lawyers, who have applied to the Department of the Interior, 
under the Mineral Leasing Act, for oil leases on submerged areas ac ja- 
cent to the California coast Their objections stem from their applica- 
tions for Federal leases, and are based on their contention that the 
Federal Government is the owner of the submerged areas and should 
issue to them, without payment of any bonus, oil leases on such areas, 
some of which include completely developed oil fields valued at mil- 
lions of dollars. Whether the Government is required to issue the 
leases is a legal question now volved in a suit brought by some of the 
applicants against the Secretary of the Interior, and, of course, cannot 
be determined by the committee. We do not think, however, the 
dispute is material to the policy question which the Congress must 
decide, namely, whether the Congress should ratify and confirm in the 
States their claims to the soil and resources under navigable waters 
within their boundaries. 


VIl. Synopsis or S. 1988 Wita AMENDMENTS 


(a) It confirms, establishes, and vests in the States or persons law- 
fully entitled thereto under State law all right, title, and interest of 
the United States, if any it has, in and to the lands beneath navigable 
waters within the boundaries of the respective States, and the natural 
resources within such lands and waters, and the right and power to 
control, develop, and use such natural resources, subject to the reser- 
vation of all Federal powers under the Constitution. 
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(b) It releases any claims that it may have arising out of the 
previous operations conducted on the submerged lands or in the 
waters covering them under State authority. 

(c) It gives the United States a preferential right in time of war, 
or at any other time, when necessary for national defense, to purchase 
anv of the natural resources produced from the lands included in the 


ill. 

(d) The bill protects, but obviously does not extend or eniarge, 
the jurisdiction and authority of the United States Government and 
all of its agencies, such as the Federal Power Commission, and all 
departments of the Government, such as the Army, Navy, Interior, 
and Commerce, to exercise constitutional powers to control and im- 
prove navigable waters in aid of navigation and commerce, or to 
regulate navigable waters for flood control. and to use such waters 
for the development of hydroelectric power and for all other purposes 
necessary to regulate commerce. It protects the jurisdiction of the 
Federal Government and all rights exercised under the reclamation 
laws by an express provision that the act may not be construed to 
repeal, amend, or modify any of the reclamation acts or amendments 
thereto. It protects and confirms the rights of those holdings under 
Federal authority with respect to the beds of streams now or hereafte: 
constituting a part of the public lands of the United States not mean- 
dered in connection with the public survey of such lands under the 
laws of the United States. By the express provisions of the bill, all 
rights and claims of the United States to the Continental Shelf lying 
outside the boundaries of the States are preserved. 

(e) Finally, it is the intent and purpose of this bill to establish the 
law for the future so that the rights and powers of the States and those 
holding under State authority may be preserved as they existed prior 
to the decision of the Supreme Court of the United States in the 
California case. 
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APPENDIX F 
Approximate areas of submerged lands within State boundaries 


[Expressed in acres] 


Inland Great 
waters ! Lakes ? 


Alabama.....__- m ‘ al raeeaee Le wea bose 339, 840 
210, 560 
241, 280 | 
plein uecdibbeaasiae niet , 209, 600 
Colorado . 179, 200 
Connecticut. ........- ieee = “ ae ‘ 70, 400 
50, 560 
Florida cniininaets dake 750, 720 
Georgia... .....-- phbudidnelowe Hahisinintpaah so ttbne dated 229, 120 
Idaho 479, 360 
Itlinois 7 z 289, 920 
Indiana 55, 040 
J . 188, 160 
Kansas 104, 320 
Kentucky 183, 040 
Louisiana ; . 141, 440 
heccket , 392, 000 
Maryland. ....... - 441, 600 | 
Massachusetts _- 224, 000 ; 
Michigan 764, 160 24, 613, 760 
Minnesota... ‘ 597, 760 1, 415, 680 
Mississippi _- - : 189, 440 
Missouri 258, 560 
Montana. .-.- 526, 080 
Nebraska 373, 760 
Nevada 472, 320 
New Hampshire... 179, 200 
New Jersey 
New Mexico... 
New York ties, 
North Carolina 
North Dakota 





Oregon... ..... 
Pennsylvania 
Rhode Island 


South Dakota 
Tennessee . - 
Texas ___- 
Utah ; 
Vermont Bea 
Virginia 586, 215, 040 
Washington 2 300, 800 
West Virginia , 
Wisconsin 
Wyoming... 





Total ; 28, 960,640 | 38, 595, 840 17, 029, 120 


1 Areas of the United States, 1940, 16th Census of the United States (Government Printing Office, 1942) 
p. 2et seq. The figures are very approximate but are absolute minimums. 

2 World Almanac and Book of Facts for 1947, published by the New York World-Telegram (1947), p. 138; 
Serial No, 22, Department of Commerce, U.S. Coast and Geodetic Survey, November 1915. In figuring the 
marginal sea area, only original State boundaries have been used. These coincide with the 3-mile limit for 
all States except Texas, Louisiana, and Florida gulf coast. In the latter cases, the 3-league limit as estab- 
lished before or at the time of entry into the Union has been used. 
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APPENDIX G 
MEMORANDUM Brier 


(By National Association of Attorneys General) 
I 


L’se, possession, and claim of ownership by the States of lands beneath all navigable 

aters within thetr boundaries has been in good faith and supported by all pre- 

vious decisions of the Supreme Court, other Federal courts, State courts, and 
administrative agencies for more than 100 years 


It is significant that the latest authority for the above statement of the rule 
recognized by former decisions of the Supreme Court is the opinion by Mr. 
Justice Black in United States v. California (332 U. S. 19, 36 (1947)), as follows: 

(s previously stated this Court has followed and reasserted the basic doctrine 
of the Pollard case many times. And in doing so it has used language strong 
enough to indicate that the Court then believed that States not only owned tidelands 
and soil under navigable inland waters, but also owned soils under all navigable 

aters within their territorial jurisdiction, whether inland or not.’’ [Emphasis 
added throughout.] 

The above-mentioned Pollard case, decided in 1844, has been cited with approval 
in 52 United States Supreme Court decisions and 244 State and Federal court 
lecisions during the past 100 vears.' If the rule of State ownership was stated 
by the Supreme Court over those many years in language “strong enough”’ to 
indicate that our highest court “then believed” that the States owned the soils 
under all navigable waters within their boundaries, ‘‘whether inland or not,” 
then no one should deny that the States were justified in the same belief and 
that their use, possession, and ownership has been in good faith. Many great 
Justices of the Supreme Court used this “strong language’’ and ‘‘then believed’’ 
as the States did. The list includes Chief Justice Taney, Mr. Justice Field, Mr. 
Justice Holmes, Mr. Justice Brandeis, Chief Justice Taft, Chief Justice Hughes, 
and 46 of the 54 other Supreme Court Justices who concurred in such opinions 
between 1842 and 1947, 


| RULE NOT LIMITED TO INLAND WATERS 


Despite this long line of decisions, in the California case the Supreme Court 
sought to limit the long-recognized rule to a “qualified’’ ownership of land under 
inland waters and no ownership at all of land under coastal waters within State 
boundaries. There is no English or American decision indicating that the sover- 


? 


eign right theory of ownershiip is only an ‘‘inland water’ rule. On the contrary, 
all court decisions on the point indicate and say that the rule of State ownership 
applies to all lands which are (1) beneath navigable waters, and (2) within State 
boundaries. 

The whole rule of ownership of land under navigable waters as a sovereign 
right grew from the common law’s recognition of ownership by the king of soils 
under the adjoining marginal seas. The rule was extended to bays and rivers 
as “arms of the sea,’”’ and since then all of such submerged lands have come 
within the same rule of ownership as a sovereign right so long as they are (1) 
navigable and (2) within the jurisdiction or boundaries of the sovereign concerned. 

As early as 1610, in the Case of Royal Fishery of River Banne (80 Eng. Rep. 
540), the highest court of England related the history of and stated the rule to be: 

“The reason for which the King hath an interest in such navigable river, so 
high as the sea flows and ebbs in it, is, because such river participates of the 
nature of the sea, and is said to be a branch of the sea so far as it flows; * * * 
And that the King hath the same prerogative and interest in the branches of the 
sea and navigable rivers, so high as the sea flows and ebbs in them, which he 
hath in alto mari, is manifest by several authorities and records,” 


! See Shepard’s U. S. Citations for list of cases. 








78 SUBMERGED LANDS ACT 


This derivation of the one rule applicable to lands under all navigable wate, nd ii 
was recognized in many United States Supreme Court cases, including 4) Os | 
following: i Mr 

In Weber v. Board of Harbor Commissioners (1873) (18 Wall. 57, 66): Chase 

“* * * the title to the shore of the sea, and of the arms of the sea, and in ; F roth 
soils under tide waters, is, in England, in the King, and in this country, in ¢} Mr 
state.” ee 

For exhaustive discussion of the rule and how it was extended from the gs Mart 
to cover all navigable waters, see Shively v. Bowlby (152 U.S. 1), wherein it j. Cood 
said: they ! 

“In England, from the time of Lord Hale, it has been treated as settled that + it (th 
title in the soil of the sea, or of arms of the sea, below ordinary high water ma: sove! 
is in the King. * * * And upon the American Revolution, all the rights of 1 CI 
Crown and of Parliament vested in the several States, subject to the rights sy; Crile 
rendered to the national government by the Constitution of the United States M 
(It is made clear that these surrendered rights are paramount but regulatory an s 
do not involve any proprietary rights ) have 

The history of this ownership as a sovereign right under all navigable waters nce 


within State boundaries is summed up in the able text of Gould on Water 
(Chicago, third edition, 1900) as follows: 


“The rule of the modern common law, whereby the king has a private interes —_ 
apart from the ownership of the adjoining lands, in those tide waters which ar a 
within the territory of England, appears to be connected historically wit Urov 
above claim of sovereignty over the sea, and to be derived therefrom (p. 7 as 


* * * ok * * * 

“Those rivers and parts of rivers in which the tide ebbs and flows are known a 
‘navigable’ rivers, and by the common law they are vested prima facie in th 
Crown. Hence, as was said in an early case, ‘all navigable rivers in Englar Py 
appertain to the king.’ They are arms of the sea, and the king has them becaus 
they partake of its nature. This ownership is for the publie benefit, and in this 
country each State, as sovereign, has succeeded to the rights which the king Ti 
formerly possessed in such rivers and in the soil beneath’’ (p. 100). 

The unity of this rule of property and State-Federal relations, as applied to bot! 
inland and coastal waters within State boundaries, properly accounts for thi 
great concern of all the States, both inland and coastal, in its preservation. It also Stat 
accounts for the fact that all previous members of the Supreme Court have writte: 
the rule broad enough to cover “all navigable waters * * * whether inland or not.” 
There is no dispute that the tidewater area within the marginal sea is navizable ; 
both in law and in fact, and that all such areas covered by this legislation are $ 
within the lawful boundari»s of the respective States. fr 

In the above mentioned Pollard decision (Pollard v. Hagan, 3 How. 212, 229), witl 
Mr. Justice McKinley expressly said that “the territorial boundaries of Alabama 


hay 
Chal 


have extended all her sovereign powers into the sea’ (p, 230), and stated the broad abs 
question of the case as being “whether A'ahama is entitled to the shores of th and 
navigable waters, and the soil under them, within her limits” (p. 225). Holdin wel 
that Alabama’s sovereign muni*ipal power was the same on the sea a3 on the shor> app 
within her boundaries, the Court said: by | 

* * * First. The shores of navizable waters, and the soils under them, were “ 
not granted by the Constitution to the United States, but were reserved to the sov 
States resvectively. Second. The new States have the same rights, sovereignty, Lak 
and jurisdiction over this subject as the original States.”” (3 How. at 239.) erei 

Note the emphasis and the controlling noints for State ownorshin of all lands sea 
beneath all navigable waters within State boundaries in the following excerpts — 
from other learned justices: *) 

Chief Justice Tanev, in 1842, in the first case establishing the rule, said: sj 

“For when the Revolution took place th people of each State became themselves 6) 
sovereign, and in that character hold the absolute right to all their navigable waters s 
and the soils under them * * *'2 ¥ 

Mr. Justice Clifford in 1867 said: oJ 


“* * * Settled rule of law in this Court is, that the shores of navigable water: 
and the soils under the s°me in the original States were not granted by the Con- 
stitution to the United States, but were reserved to the several States, and that 
the new States since admitted have the same rights, sovereignty, and jurisdiction 
in that behalf as the original States possess within their respective borders. When 
the Revolution took place, the people of each State became themselves sovereign, 


3 Martin v. Waddell, 16 Peters 367, 410 (1842). 
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| in that character hold the absolute right to all their navigable waters and the 

. under them. * * *’’3 

Mr. Justice Field in 1873, for a unanimous Court that included Chief Justice 
Chase, said that ‘‘* * * all soils under the tide waters within her limits passed 
to the State; * * *”’¢ 

Mr. Justice Bradley in 1876 said: 

‘* * * In our view of the subject the correct principles were laid down in 
Vartin v. Waddell (16 Pet. 367), Pollard’s Lessee v. Hagan (3 How. 312), and 
Coodtitle v. Kibbe (9 How. 471). ‘These cases related to tidewaters, it is true: that 
thev enunciated principles which are equally applicable to all navigable waters * * * 
it (the bed and shore of such waters) properly belongs to the State by their inherent 
sovereignty * * *’5 

Chief Justice Waite in 1876 said that ‘“* * * each State owns the beds of ail 
Hide-waters Within its jurisdiction * * *’’ 6 

Mr. Justice Gray in 1894 said: 

| he new States admitted into the Union since the adoption of the Constitution 
have the same rights as the original States in the tide waters, and in the lands 
inder them, within their respective jurisdictions.”’ 7 

Chief Justice White said in 1912: 

* * each State owns the beds of all tide-waters within its jurisdiction; 


* * *'°8 

Chief Justice Taft in 1926 said that ‘‘* * * all the proprietary rights of the 
Crown and Parliament in, and all their dominion over, lands under tidewater 
vested in the several states; * * *,’’ 9 

Chief Justice Hughes said in 1935: “* * * The soils under tidewaters within 
the original states were reserved to them respectively, and the States since ad- 
mitted to the Union have the same sovereignty and jurisdiction in relation to 
such lands within their borders as the original States possessed; * * *,”’ 10 

Probably the strongest case directly on State ownership of land under the 
marginal sea is Illinots Central R. R. Co. v. Illinois (146 U. S. 387 (1892)), in 
which title to the bed of Lake Michigan was in issue. Holding that the Great 
Lakes are “open seas’? and should be governed by the same property rule as 
applies to tidewaters on the coastal seas, the Supreme Court said: 

“It is the settled law of this country that the ownership of and dominion and 
sovereignty over lands covered by tidewaters, within the limits of the several 
States, belong to the respective States within which they are found * * * subject 
alwavs to the paramount right of Congress to control their navigation so far as 
may be necessary for the regulation of commerce with foreign nations and among 
the. States * * *, 

“The same doctrine is in this country held to be applicable to lands covered by 
fresh water in the Great Lakes over which is conducted an extended commerce 

ith different States and foreign nations. These lakes possess all the general 
characteristics of open seas, except in the freshness of their waters, and in the 
absence of the ebb and flow of the tide. In other respects they are inland seas 
and there is no reason or principle for the assertion of dominion and sovereignty 
ver and ownership by the State of lands covered by tidewaters that is not equally 
applicable to its ownership of and dominion and sovereignty over lands covered 
by the fresh waters of these lakes. * * * 

‘“* * * We hold, therefore, that the same doctrine as to the dominion anp 
sovereignty over and ownership of lands under the navigable waters of the Great 
Lakes applies, which obtains at the common law as to the dominion and sov- 
ereignty over and ownership of lands under tidewaters on the borders of the 
sean * * * (146 U.S. at 435-437). 


§ Mumford v. Wardwell, 6 Wall. 423, 436 (1867). 
4. eer v. Harbor Commissioners, 18 Wall. 57, 66 (1873). 
' Barney v. Keokuk, 94 U. 8. 324, 338 (1876). 
6 \feCready v. Virginia, 94 U. S. 391, 394 (1876). 
’ Shively v. Bowlby, 152 U. S. 1, 57 (1894). 
* Abby Dodge, 223 U.S. 166, 174 (1912). 
innichy v. New York, 271 U. 8. 364, 381 (1926). 
 Rorar Consolidated vy. Los Angeles, 206 U. 8. 10, 15 (1935). 
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II 


Stcte ownership (jus privatum or deminium) of lands under navigable waters ,, 
separate and distinct from State and Federal governmental powers (jus pubiicyy 
or imperium) over said lands for public uses of navigation, commerce, and fishing 
Owne: ship cannot interfere with governmental control for public uses, because th, 
latter is paramount to the former. Likewise, exercise of the paramount govern men. 
tal powers cannot acquire or destroy any of the proprietorship, except so much a, 
may be necessary to keep the waters open and suttable for navigation 


In English and American jurisprudence two separate and distinct sovereig; 
rights have always been recognized with relation to navigable waters and the soj\x 
beneath them. ‘These rights are: (1) proprietorship (jus privatum or dominium 
and (2) governmental control for public use (jus publicum or imperium). Pro. 
prietorship (jus privatum—using, leasing, collecting revenues) must not and 
cannot interfere with the regulatory control (jus publicum), because the latter 
has always been paramount for the protection of the public uses of commer 
navigation, and fishing. 

In England both ownership and regulatory control (jus privatum and ju; 
publicum) were vested in the King. Under our constitutional system in th; 
United States, the sovereign right of ownership (jus privatum) is vested in ¢} 
respective States. The sovereign right of governmental control (jus publicum 
is divided between the dual State and Federal sovereignties, with the States re- 
serving all of such rights which were not delegated to the Federal Government 
Under such a division of sovereign rights, State ownership of lands beneath nayi- 
gable waters has not in the past and will not in the future interfere with tha 
portion of the jus publicum contained in the paramount constitutional powers 
of the Federal Government for regulation and control of navigation, nationa 
defense, and other Federal powers. 

Some of the English and American cases recognizing these fundamental and 
historical distinctions between proprietorship and governmental powers are as 
follows: 

Blundell v. Catterall (5 B. & Ald. 268, 106 Eng. Rep. 1190, 1199): 

‘“# * * as he (Hale) also there lays it down, in the main sea itself, adjacent to 
his dominions, the King only hath the propriety, but a subject hath not * * * 

“By the common law, though the shore, that is to say the soil betwixt the ordi- 
nary flux and reflux of the tide, as well as the sea itself, belongs to the King; yet it is 
true that the same are also prima facie publici juris, or clothed with a public 
interest. But this jus publicum appears from Lord Hale to be the public right 
in all the king’s subjects, or navigation for the purposes of commerce, trade, 
and intercourse; and also the liberty of fishing in the sea or the creeks or arms 
thereof * * *,” 

Shively v. Bowlby (152 U. 8. 1, 13 (1894)), opinion by Mr. Justice Gray: 

‘‘In kingland, from the time of Lord Hale, it has been treated as settled that th: 
title in the soil of the sea, or of arms of the sea, below ordinary high water mark, is 
in the King, except so far as an individual or a corporation has acquired rights in 
it by express grant, or by prescription or usage (citing cases); and that this titl 
jus privatum, whether in the King or in a subject, is held subject to the public 
right jus publicum, of navigation and fishing * * *. 

“And upon the American Revolution, all the rights of the Crown and of Par- 
liament vested in the several States, subject to the rights surrendered to the National 
Government by the Constitution of the United States.” 

Narragansett Real Estate Co. v. McKenzie (82 Atl. 804, 810 (R. I. Sup. 1912 

‘“*k * * Tt is well settled in England that the title in the bed of the ocean is in tl 
sovereign, subject to the jus publicum—the right of navigation and fishery of which 
the public cannot be deprived. Jn this country, where the people are sovereign, 
the title to the bed of the ocean is in the state, which represents the sovereign 

wer; * * *, 

Corfield v. Coryell (6 Fed. Cas., 546, 551 (1823)): 

‘“* * * The grant to Congress to regulate commerce on the navigable waters 
belonging to the several States, renders those waters the public property of the United 
States, for all the purposes of navigation and commercial intercourse; subject only 
to congressional regulation. But this grant contains no cession, either express or 
implied, of territory, or of public or private property.” 

Pollard v. Hagan (3 How. (U. 8.) 212, $30 (1844)): 


‘‘k * * To give to the United States the right to transfer to a citizen the title 
to the shores and the soils under the navigable waters, would be placing in their 
hands a weapon which might be wielded greatly to the injury of State sovereignty, 
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and deprive the States of the power to exercise a numerous and important class 

of police powers. But in the hands of the States this power can never be used so 

as to affect the exercise of any national right of eminent domain or jurisdiction with 
hich the United States have been invested by the Constitution.”’ 

The distinction between proprietorship and governmental rights was recog- 
nized also by Mr. Justice Frankfurter in his dissenting opinion in the California 
case and by Justices Reed and Minton in the Texas case. Mr. Justice Frank- 
furter said: 

To speak of ‘dominion’ carries precisely those overtones in the law which 
relate to property and not to political authority. Dominion, from the Roman 
concept dominium, was concerned with property and ownership, as against 
imperium, Which related to political sovereignty. One may choose to say, for 
example, that the United States has ‘national dominion’ over navigable streams. 
But the power to regulate commerce over these streams, and its continued exer- 
cise, do not change the imperium of the United States into dominium over the 
land below the waters. Of course the United States has ‘paramount rights’ in 
the sea belt of California—the rights are implied by the power to regulate inter- 
state and foreign commerce, the power of condemnation, the treaty-making 
power, the war power. We have not now before us the validity of the exercise 
of any of these paramount rights. Rights of ownership are here asserted—and 
rights of ownership are something else. Ownership implies acquisition in the 
various Ways in which land is acquired—by conquest, by discovery and claim, 
by cession, by prescription, by purchase, by condemnation. When and how did 
the United States acquire this land? 

‘The fact that these oil deposits in the open sea may be vital to the national 
security, and important elements in the conduct of our foreign affairs, is no 
more relevant than is the existence of uranium deposits, wherever they may be, 
in determining questions of trespass to the land of which they form a part. This 
is not a situation where an exercise of national power is actively and presently 
interferred with. * * *” (332 U. S. at 43-44.) 

In the dissenting opinion of Mr. Justice Reed, in which Mr. Justice Minton 
joined, in the Texas case, the following is said: 

“The necessity for the United States to defend the land and to handle inter- 
national affairs is not enough to transfer property rights. * * * The needs of 
defense and foreign affairs alone cannot transfer ownership of an ocean bed from 
a State to the Federal Government any more than they could transfer iron ore 
under uplands from State to Federal ownership. National respohsibility is no 
greater in respect to the marginal sea than it is toward every other particle of 
American territory. * * *”’ (339 U.S. at 723.) 

The States admit that the Federal Government has paramount powers over 
navigable waters to improve and keep them open for public use, and that the 
Government has paramount constitutional powers of government over these lands 
for national defense, commerce, and international affairs. They ask merely that 
governmental powers be maintained separate and distinct from proprietorship, 
and that no exercise of governmental powers be allowed to acquire without com- 
pensation resources that have heretofore been considered as part of and attached 
to ownership of the soil. 

Senate Joint Resolution 13 follows the established ‘“‘real property concept” and 
the heretofore established separation of proprietorship from governmental powers, 
giving due respect to both. It makes certain that the right to use, develop, and 
control natural resources of and beneath the submerged soils is vested in and 
assigned to the respective States, but that their use of the property is subject to 
and shall not interfere with or impair the constitutional functions of the Federal 
Government in such areas. 
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INTRODUCTION 


Great wealth lies beneath the waters off the shores of our Nation. 
fhe oil supply is the richest of the treasures that have been so far 
discovered. It is one of the richest discoveries of natural wealth in 
the history of the United States. In addition, vast reserves of 
natural gas, sulfur, and other resources, some discovered only recently, 
bring the total value of the known resources in this rich submerged 
area to many billions of dollars. 

The oil supply alone is one of the keys to the defense of our country 
and of the entire free world. Planes, tanks, and ships—all of these 
major instruments of modern warfare—are useful only if there is 
enough oil to keep them in motion. 

These riches provide also one of the keys to the solution of our 

lucational crisis—they can become a priceless endowment for 
primary, secondary, and higher education in America. 

Moreover, the natural riches of our continent form the basis of our 
free system of prosperous private enterprise. We have always 
recognized that the foundation of the good life for farmers, business- 
men, and all the people of this Nation derives from the intelligent 
and constructive use and distribution of our lands, forests, waterpower, 
and minerals. This very question of the protection of great resources 
for the entire economy is at issue again today. 

Against this background we, the undersigned members of the Com- 
mittee on Interior and Insular Affairs, express our strong opposition 
to Senate Joint Resolution 13, the “oil give-away’? measure which 
has been reported by the majority of the committee. 

This measure would attempt to give away to the three States of 
California, Louisiana, and Texas vast offshore oil and gas deposits 
worth many billions of dollars. These resources, as the Supreme 
Court has repeatedly held, have always belonged to the United 
States—and have never belonged to the individual coastal States 
as such. They should be administered by the United States on 
behalf of the people in all 48 States. 

Therefore we recommend the enactment of S. 107, sponsored by 
Senator Anderson, of New Mexico, which provides that offshore oil 
and gas shall be administered by the Secretary of the Interior, and 
shall be developed for national defense and other purposes beneficial 
to the Nation. 

We also recommend the enactment of the provisions embodied in 
the amendment to S. 107, sponsored by Senator Hill, of Alabama, 
and 21 other Senators from both sides of the aisle. These provisions 
would allot the royalties derived from these vast resources to the 
improvement of education in all the States. 

We recommend careful deliberation to the Senate of the United 
States. We believe that tae people of the United States should 
inform themselves on this great contest, for it is in keeping with their 
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democratic tradition of watchfulness that they protect their nationg 
wealth and Constitution. 

Serious questions are raised by this “give-away”’ legislation: 

(1) Has Congress the moral right to give away to 3 States the shar; 
of the people of 45 States in their heritage under the marginal seas 

(2) Has the Federal Government, weighted as it is with vas; 
responsibilities and expense, the right to give away valuable asset; 
and sources of revenue which would relieve tax burdens and provid 
for the national defense? 

(3) Have 3 States the right to all benefits from assets in the mar. 
ginal seas while taxpayers of 48 States must support and regulat 
navigation, commerce, and international relations in this area, as wel! 
provide protection by the Coast Guard in peacetime and full-sca] 
defense in time of war? 

(4) Has Congress the constitutional power to give title of the mar- 
ginal seabed to individual States when the Supreme Court. has 
repeatedly held that such lands belong to the Federal Government 
by virtue of its national external sovereignty, and the Justice Depart- 
ment under Democratic and Republican administrations has warned 
us that such a grant may be unconstitutional? 

(5) Has Congress the right to extend any offshore boundaries, as 
this legislation does, beyond the 3-mile limit, an extension which th 
State Department has just told us violates international law? 

(6) Does the Senate wish to go back on a joint resolution intro- 
duced by Senator Nye and adopted unanimously by the Senate on 
August 19, 1937, that authorized the Attorney General of the United 
States— 

* * * to assert, maintain, and establish the title and possession of the United 
States to the submerged lands aforesaid, and all petroleum deposits underlying 


the same * * * tostop and prevent the taking or removing of petroleum products 
by others than the United States from the said submerged lands * * * 


‘ 


(7) Do the legislators wish to override the clear words of the 
Supreme Court in the case of United States v. Texas (1950), to wit: 


* * * once low-water mark is passed the international domain is reached 
Property rights must then be so subordinated to political rights as in substanc 


to coalesce and unite in the national soverign * * *. If the property, whatever 
it may be, lies seaward of the low-water mark, its use, disposition, management, 
and control involve national interests and national responsibilities. 

It is the purpose of this report to provide basic facts to help both 
the Senate and the American people to answer such questions for 
themselves. 
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Murray, from the Committee on Interior and Insular Affairs, 
submitted the following 


MINORITY VIEWS 
[To accompany 8. J. Res. 13] 


Part 1—A SuMMARY STATEMENT 
I. OUR POSITION 


On the basis of our examination of the facts, we take the following 
position: 

1. The “oil give-away” legislation (S. J. Res. 13) should be defeated. 

The substitute (S. 107) canmal by the Senator from New 

Mexico, Mr. Anderson, should be adopted. 

3. The “oil for education” amendment proposed by the Senator 
from Alabama, Mr. Hill, should be adopted. 

The “oil give-away” legislation (S. J. Res. 13) should be defeated 
hecause— 

This legislation would attempt to give three States tremen- 
dously valuable oil and gas resources which belong to all the 
people of the United States. 

Giving title to the States would violate the United States 
Constitution. 

The argument for this legislation rests on misleading propa- 
ganda and misrepresentation of the facts and law. Not a single 
valid reason has been advanced for the proposal to strip the 
Nation of its vitally needed resources in the submerged lands of 
the sea. 

The “give-away” legislation would weaken the security of the 
United States. 

It would encourage extravagant boundary claims of Russia 
and other nations. 

It would halt the Government’s program for the multiple- 
purpose development of the water resources in the Nation’s 
navigable rivers. 

1 
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It would imperil the United States fishing industry. 

It would set off a chain reaction of similar “give-aways’’ jn 
the field of waterpower, reclamation, forests, grazing lands, and 
mining resources. (See part 2 for full discussion.) 

The Anderson substitute (S. 107) should be adopted because 

It would protect the rights of the States. 

It would protect the rights of the Federal Government. 

It would contribute to prompt development of oil for national 
defense. 

It would protect the legitimate rights of State leaseholders and 
Federal lease applicants. (See part 3 for full discussion.) 

The Fill “oil for education”? amendment should be adopted becausi 

It recognizes the serious need for an improved educational 
system. 

It recognizes the historic policy of using Government-owned 
lands for educational purposes throughout the United States. 

It recognizes the serious tax burdens now faced by State and 
local governments. (See part 4 for full discussion.) 


II. THE BACKGROUND OF THIS CONTROVERSY 


Federal control of offshore lands first established by Thomas Jefferson 

In 1793, Thomas Jefferson, who was then Secretary of State, put 
forward the first official American claim for a 3-mile zone off the 
coast of the United States. This claim won general international 
acceptance. 

During the decades that followed, many controversies developed 
over the control of tidelands (the lands between the points of high 
and low tide) and the beds of navigable inland waters. They were 
settled in a long series of Supreme Court decisions which established 
control of such lands in the hands of the States. But none of those 
decisions dealt with the submerged lands of the Continental Shelf 
that begins at the point of low tide and extends out to the sea. 


Congress affirmed United States rights to public land in admission of 
California 

On September 9, 1850, Congress, in admitting California to the 
Union, specified that— 
the people of said State, through their legislature or otherwise, shall never interfere 
with the primary disposal of the public lands within its limits, and shall pass no 
Jaw and do no act whereby the title of the United States to, and right to dispose of, 
the same shall be impaired or questioned; and that they shall never lay any tax or 


assessment of any description whatsoever upon the public domain of the United 
States * * *,. (See appendix F.) 


With discovery of oil, question of rights became important 

It was not until the discovery of important oil deposits in the Con- 
tinental Shelf that the question of rights in such submerged lands 
became important. The assertion of claims to the Continental Shelf 
by the States of California, Louisiana, and Texas, and the issuance 
of oil and gas leases on Continental Shelf lands by these States (be- 
ginning as early as the 1920’s in the case of California) led to the 
institution of litigation against them by the Federal Government for 
the purpose of having the Supreme Court decide whether the United 
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States or the several coastal States had the right to develop the oil 
and gas deposits in the Continental Shelf. 


Supreme Court affirms, and reaffirms, Federal rights 


The Supreme Court settled the question of control over and rights 
in the Continental Shelf and its mineral resources in three decisions 
dealing with California (1947), Louisiana (1950), and Texas (1950). 

The decrees of the Court reiterated that the United States of 
America has ‘‘paramount rights in, and full dominion and power over, 
the lands, minerals, and other things” in the offshore area, and that 
the coastal States, as such, do not own and never did own such sub- 
merged lands. The Court used identical language in all three decrees 
declaring that the States have “no title thereto or property interest 
therein.” 

In another decision, the Court pointed out that ‘neither the Thirteen 
Original Colonies nor their successor States separately acquired 
‘ownership’ of the 3-mile belt’? (Zoomer v. Witzell, 334 U.S. 385). 
“(ire-away”’ legislation turice vetoed 

The “give-away” advocates attempted in 1946 to forestall Supreme 
Court action through legislation to give the offshore lands of the 
Continental Shelf to the coastal States. This effort was defeated by 
a Presidential veto. 

After the Supreme Court had acted, the ‘‘give-away” advocates 
attempted to nullify the effect of the decisions. In 1952, this effort 
also was defeated by a Presidential veto. 


Federal Government unable to lease Continental Shelf lands for mineral 
de velopment 


In 1947, the Solicitor of the Interior Department ruled that the 
Mineral Leasing Act of 1920 was not applicable to the submerged 
lands of the Continental Shelf. This ruling was contested in a number 
of court cases. These cases have not as yet been finally decided. 

It became evident, therefore, that Federal legislation was needed if 
the Federal Government were to develop the offshore oil and gas 
resources of the Continental Shelf. The enactment of such legislation, 
however, has been prevented by the opposition of the “give-away” 
advocates. As a result, the proper development of the offshore oil 
and gas resources has been stalled. 

Louisiana and Texas defied the Supreme Court 

When the Supreme Court was considering the California case, 
Louisiana and Texas intervened and presented their views to the 
Court. After the case was decided in favor of the United States, 
Louisiana and Texas defied the Supreme Court ruling. Louisiana 
continued to issue oil and gas leases on, and Texas initiated a program 
of leasing for oil production, Continental Shelf lands, including lands 
situated seaward of their so-called historic boundaries. These States 
profited by many millions of dollars, even after it was clear from the 
Supreme Court’s ruling in the Louisiana case that they were tres- 
passing on property belonging to all the people of the United States. 
Passage of quitclaim legislation would put a premium on deliberate 
defiance of the law. 
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Attorney General Brownell warns against quitclaim legislation 


Attorney General Brownell on March 2, 1953, in his eepoony 
before the Interior Committee, advised against giving title to a: 
marginal seas. 

Mr. Brownell stated: 


My recommendation would mean, in legal terms, that instead of granting to 
States a blanket quitclaim title to the submerged lands within their histor 
boundaries, the Federal Government would grant to the States only such authorit, 
required for the States to administer and develop the natural resources. 


Secretary of State Dulles opposes boundaries beyond 3-mile limit 

On March 6, 1953, in a letter to Senator Henry M. Jackson of the 
Interior Committee, Secretary Dulles, through an Assistant Secretary 
of State, stated: 

Extension of the boundary of a State beyond the 3-mile limit would direct\, 
conflict with international law. 

So much for the talk in the give-away bill of “historic boundaries’’ 
which go beyond the Nation’s 3-mile limit. 


No valid reason ever advanced for give-away of public trust to States 


During the hearings, the advocates of Senate Joint Resolution 13 
were challenged to produce a single valid reason why the United States 
should surrender its vast oil properties in the submerged lands of the 
marginal sea. 

They undertook to submit two reasons: One was that they had 
enjoyed such rights over a long period of time, asserting ownership 
since entrance into the Union. This contention was rejected by the 
Supreme Court of the United States. It has no valid basis in fact or 
law. It is irrelevant in considering legislation on the subject. 

The other alleged reason was that the Attorney General of the 
United States, during the argument in the California case, had prom- 
ised that equity would be done the States concerned. This ‘‘reason”’ 
would embrace the preposterous idea that a mere promise of “equity” 
meant that the United States would give up everything it won in the 
litigation. 

The complete answer is that equity—and more than equity—has 
already been done. California, Louisiana, and Texas have been 
permitted to keep all the many ‘millions they received through their 
unlawful trespasses on Government property. The Government did 
not ask, as would be done in the case of private controversies, that the 
owner be reimbursed for the losses sustained. Moreover, the United 
States agreed to ratify and confirm existing leases in the marginal sea 
held by the States’ lessees or assignees, an agreement that involved 
enormous losses for the United States, because the States retained all 
the down payment, or bonuses, paid for such leases. 

So these unsound “reasons” have no basis. And without them, 
there is not a shadow of a pretense that any justifiable ground exists 
for stripping the United States of its natural resources in the submerged 
lands of the marginal sea. 
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Pant 2—Tue “Om Give-Away” LeGIsLaTIon SHOULD BE DEFEATED 
III. THE VALUE OF OFFSHORE MINERAL RESOURCES 


One of the reasons why the give-away legislation has not been more 
vigorously opposed in the past has been that most people have not 
realized the tremendous value of the oil and gas resources on the 
Continental Shelf. In fact, some supporters of the legislation have 
displayed an understandable interest in underestimating the great 
wealth that would be given away under their proposals—or in ob- 
scuring it behind a smokescreen of complicated legal disputation. 

We are therefore presenting herewith official figures prepared by 
the United States Department of the Interior. : 

It should be kept in mind that geologists are traditionally con- 
servative in their calculations and the following figures are minimum 
‘stimates. Further exploration and development of the offshore 
mineral resources of the Continental Shelf may multiply the figures 
many times. 

Also, the value of these resources is usually expressed in terms of 
current prices. The probability is that the price for both oil and gas 
will rise in the future—as it has in the past—and that the dollar value 
of these assets will therefore increase over the years. 
nl 

The estimated potential reserves of our offshore oil resources in the 
Continental Shelf lying seaward of the coasts of California, Louisiana, 
and Texas is a little more than 15 billion barrels. 

This figure can be compared with the 33.7 billion barrels of proved 
reserves for the upland area within the United States as a whole. It 
is 45 percent of the estimated proved reserves. 

Both these estimates are set forth in the table entitled “Estimated 
Proved and Potential Petroleum Reserves,” prepared by the Depart- 
ment of the Interior. 

The table also shows the distribution of these reserves. 

It can be seen that 9 billion barrels—three-fifths of the total for the 
Continental Shelf—are on the Continental Shelf off the shores of 
Texas. Louisiana comes next with 4 billion barrels, and California 
next with a little more than 2 billion barrels. 

It can also be noted that in the case of California a slightly greater 
portion of the potential oil reserves in the Continental Shelf is found 
within than is found outside the 3-mile limit. In the case of Texas 
and Louisiana, the greater bulk is thought to be outside the 3-mile 
limit. 

A special breakdown is provided for Texas, which claims an “his- 
sakaal boundary” of 3 leagues (9 nautical or 10 statute miles) in the 
Gulf of Mexico. Only 400 million barrels—less than 5 percent of the 
Texas total of 9 billion barrels—is within the 3-mile limit. However, 
the 3-league limit includes 800 million barrels found outside the 3-mile 
limit. Thus, the total for the 3-league limit is 1.2 billion barrels— 
triple the amount found within the 3-mile limit. The largest propor- 
tion—7.8 billion barrels—is outside the “historical limit’ of 3 leagues. 
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Estimated proved and potential petroleum reserves ! 


(Stated in millions] 





Submerged coastal lands 
All lands, esti 

| | mated proved 
Estimated proved | Estimated poten- | reserves 3 
| 




















State reserves tial reserves 4 
| 7 ! - a : | oi ee a 
| Oil Gas | Oi | Gas | oO | Gas 
sical testa deaiiiatal alata iniasaiientteiicelalieta sence oe Pvp 
Thousand | Thousand Thousand 
Barrels | cubic feet | Barrels | cubic feet | Barrels | cubic feet 
Louisiana... -___- again ai latches heli tane aioe eae ie | 3,050} — 30,000 
Landward 3-mile line_. ‘ St Raiutiscintied 250 Oe becucs« a 
Seaward 3-mile line--_- viauhdhs . 335 | 2, 100 3, 750 DEE Tacndignccel 
Total = aaa 419| 2,100} 4,000] 20,000 | 
Texas... a : a a ae Se eee Rate | 18, ~~ 107, 000 
Landward 3-mile line. SSI 15 | 400 2,000 |... tee 
Landward 3-league line. - . ve oe 15 | 75 | 1, 200 6, 000 ; = 
Seaward 3-mile line enn 75 | 8,600 43,000 |_. oe 
Seaward 3-league line. - . ; potl 7, 800 39, 000 |_..-. Bid 
Total a 15 75 9,000 | 45, 000 |. 
California... alee Ct oe: ae ee 
Landward 3-mile line 160 1, 100 2, 000 
Seaward 3-mile line 5 : x 900 1, 500 
UE. << aecows 160 | 2, 000 3, 500 
Grand total... 504 2,175 | 15,000] 68,500| 25,738 | 146, 500 
Other States ‘ ; 7, 997 50, 480 
I 58 5 aS SL ete nike Neveccceesal "SE 7OR 1 108, 000 


! All the figures herein given are subject to the explanation as shown by the report of the Fuels Branch 
Geologic Division, U. 8. Geological Survey, appearing at p. 1091, transcript of hearings before the Senate 
Committee on Interior and Insular Affairs to the effect that, “estimation of the potential reserves * * * 
that underlie the Continental Shelf must be extremely speculative. * * * Almost no data are available to 
provide the basis for a sound estimate.” 

2 Includes proved reserves. 

3 Jan. 1, 1953, The Oil and Gas Journal, Jan. 26, 1953, liquid hydrocarbons. 


Distances from shore are in nautical (geographical) miles; 1 nautical mile (6,080.27 feet)=1.15 statute mile 
(5,280 feet); 1 league=3 nautical miles: approximately 314 statute miles. 


The table also indicates that only an extremely small portion 
of these reserves is as yet “‘proved.’”’ The reason for this is that 
the campaign for “give-away”’ legislation has again and again held up 
congressional action on legislation to expedite exploration and de- 
velopment under the auspices of the Federal Government. 

It should also be kept in mind that there are probably vast oil 
reserves in the Continental Shelf off the coast of Alaska. The total 
area of the shelf off Alaska is estimated to contain 600,000 square 
miles, more than twice the 290,000 square miles in the Continental 
Shelf off the United States itself. An estimate of the United States 
Geological Survey, based upon the studies of L. G. Weeks for the 
American Association of Geologists, suggests that in the case of Alaska 
“the reserve estimate would be 23.6 billion barrels.’”” This would 
bring the total estimate up from 15 billion barrels to 38.6 billion 
barrels. 

The total dollar value of the oil reserves (excluding Alaska) can be 
shown as follows: 





| 
Billion | Billion dol- 


barrels _jlars (rounded 

Landward 3-mile line Seah. ont s | 1.75 1 

EE MIITIIN 6s sincich.cci den duusestasieeuue | 13. 25 | 4 
Total ets cei cke Bee ee hee , 15.0 | 39. 2 
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This tabulation is based on the conservative assumption of $2.65 
per barrel. Thus, tke total value of the potential oil reserves within 
the 3-mile limit comes to almost $5 billion. The total value outside the 
2_mile limit comes to almost $35 billion. 

An estimated 800 million barrels of potential reserves are to be 
found outside the 3-mile limit, but inside the so-called 3-league 
“historical boundary” of Texas. These reserves may be estimated as 
worth over $2 billion. 

All in all, the total value of the 15 billion barrels of oil is worth 
just about $40 billion. 

This $40 billion figure is equivalent to the total Federal revenues 
from individuals and corporation taxes in fiscal 1951. It is greater 
than total budget expenditures for military services in fiscal 1952. 
It is almost one-fourth of the total current assets of American cor- 
porations, as reported by the Securities and Exchange Commission. 

Even so, this $40 billion figure is an underestimate because it is 
based upon the current price of oil. No allowance is made for the 
normal increase in oil prices. 

In a report entitled “Submerged Oil and Education” of February 
20, 1953, the Public Affairs Institute makes the following estimate 
concerning the future price of oul: 

\ probable average price for the oil over the next 20 years is $4.50 a barrel. 
rhe price of petroleum has been increasing at the rate of 7 percent annually. 
With the moderate estimate of 15 billion barrels the gross income would total 
$76.5 billion. 


In support of this estimate, it can be pointed out that over the 
12-vear period from 1940 to January 1953, the index of petroleum 


and petroleum products prices went from 50 to 117.4, an increase at 
the rate of 7 percent annually. If, under the pressure of increased 
demand, prices were to increase at the same rate annually, the price 
would be $4.50 within 8 vears. On this assumption, the 15 billion 
barrels would be worth $76.5 billion. 

But these estimates do not include the 23.6 billion barrels of oil 
which are estimated to lie in the Continental Shelf off the coast of 
Alaska. As indicated earlier, when Alaskan reserves are included, the 
total estimate rises from 15 billion barrels to 38.6 billion barrels. 
At the current prices, the total offshore potential reserves would thus 
be worth not $40 billion, but over $102 billion. 

This figure, of course, is based upon the current price. If it is 
assumed, however, that the price for oil over the next 20 years will 
average $4.50 a barrel (as estimated by the Public Affairs Institute), 
then the total value of the offshore-oil resources (including Alaska) 
will amount to over $173 billion. 

It should also be kept in mind that the estimates supplied by the 
Department of the Interior are extremely conservative. Oil-com- 
pany experts who operate close to the scene have often come forth 
with what are probably much more realistic estimates. Thus a 
group of 18 Texas geologists and registered engineers have estimated 
potential oil reserves off the coast of Texas of 11 billion barrels, as 
contrasted with the 9 billion barrels estimated by the Department of 
the Interior. (See appendix B for full report of Texas geologists and 
engineers. ) 
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Gas 


The estimated potential reserves of gas in the offshore lands as 
shown in the table entitled ‘Estimated Proved and Potential Petro- 
leum Reserves,” is 68.5 trillion cubic feet. This is more than one- 
third of the proved reserves of 196 trillion cubic feet within the land 
area of the United States. 

The table also shows the distribution of these reserves. As with 
oil, the largest amount is off the coast of Texas and the smallest 
amount off the coast of California. 

The dollar value of gas is extremely difficult to estimate. Prices 
vary from as low as 7 cents per M ec. f. (1,000 cubic feet) to 25 cents 
per Mec.f. Among the factors determining the price are the accessj- 
bility of the gas reserves and the extent to which the flow of gas from 
these reserves can be controlled. 

For the purpose of simplicity, these gas reserves might be priced 
at an average of 15 cents per M c. f.—the same price figure which is 
used in the report of the Texas geologists and engineers. This would 
bring the total value of the potential gas reserves in the Continental 
Shelf to a little more than $10 billion. 


Other minerals 

There is no reason to believe that oil and gas are the only mineral 
resources in the offshore lands. 

Geologists have already found sulfur in the offshore lands off the 
coast of Texas. The October 1952 report of the Texas geologists 
and engineers estimates 120 million long tons of sulfur at a price of 
$25 per long ton. The sulfur reserves alone would be worth more 
than $3 billion. 

As the offshore resources are developed during the coming years, 
it is highly likely that other valuable minerals will also be discovered 
in sizable ‘quantities. 


Potential revenues. 

As already indicated, the value of cil and gas resources in the off- 
shore area can be conservatively estimated at $40 billion and $10 
billion, respectively —or a total of $50 billion. 

If royalties are estimated at 12% percent (also a bare minimum 
figure), the potential revenues from these $50 billion worth of assets 
will be $6.25 billion. 

This sum is practically equivalent to the total annual interest paid 
sxach year on the national debt. 

A breakdown of these revenues is as follows: 

[Billions of doll: “ 


Estimated value | Estimated royaltic 





Landward 3-mile line. : oa aeons os 8 1 
Seaward 3-mile line_-. = 1 eaten as ae 42 5. 25 
Peis 25 2: ¥e08s Dinh Sais el 3 50 | 6.2 


These estimates, however, are extremely conservative. They do not 
take into account the value of either Alaskan reserves or sulfur 
reserves or any other things of value that may be found, such as 
uranium. They assume prices no higher than the present prices. 
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Moreover, they do not take into account the estimates contained in 
the October 1952 report of the Texas geologists and engineers. 

A summary of the Texas report appeared in the Houston Post of 
Sunday, October 26, 1952. According to this group of experts, ‘The 
submerged lands off the shore of Texas are reported to hold gas, oil, 
and sulfur worth an estimated $80 billion.” The names of the experts 
who prepared this $80 billion estimate for Texas alone appear in ap- 
pendix re. 

The inclusion of any of these additional considerations would add 
substantially to the $6.25 billion estimate of royalties. With Alaskan 
reserves included, with price increases assumed, and with a $3 billion 
estimate for sulfur included, the total value would be $186 billion. 
At the rate of 12% percent, royalties on this amount would be more 
than $23 billion. 


Revenues already accrued 

Even though the development of offshore resources has thus far 
proceeded at a snail's pace because of the submerged lands controversy, 
substantial revenues have already accrued since the Supreme Court 
upheld the rights of the Federal Government. 

For example, the offshore oil deposits along the California coast 
have produced revenues aggregating more than $47.3 million since the 
case against California was decided favorably to the United States in 
1947. 

The revenues derived from the Continental Shelf lands off Louisiana 
and Texas have aggregated approximately $15 million and half a 
million, respectively, since the cases against Louisiana and Texas were 
decided in 1950. 

Thus, a grand total of approximately $62.8 million, derived from 
the submerged lands of the Continental Shelf, is awaiting disposition 
either to the Federal Government or to the three States at the present 
time. A little more than $27 million of this amount has been im- 
pounded by the State of California. A little more than $35 million 
is held in escrow by the United States. 


IV. WHAT THE “GIVE-AWAY’’ LEGISLATION (Ss. J. RES. 18) WOULD DO 


It attempts to give States title to offshore lands 

Sections 3 (a) (1) and 3 (b) (1) of Senate Joint Resolution 13 vest 
“title in and ownership of the lands,” to the States. This would 
divest the United States Government of any title it may have to the 
submerged land even though the Supreme Court has stated the 
Federal Government holds this land by virtue of its national external 
sovereignty. 

Section V of this report presents the constitutional case against 
these provisions. 
It also gives administrative control 

Section 3 (a) (2) of Senate Joint Resolution 13 gives to the States 
“the right and power to manage, administer, lease, develop, and use 
the said lands.’’ This provision will run concurrently with vesting 
of “title to and ownership of the lands,” unless this latter provision 
is declared invalid. Section 11, the separability clause, is intended 
to permit the right to ‘‘manage, administer, lease, develop, and use 
the said lands” to remain in effect in the event divestment of title 

31590—53—-2 
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and ownership is declared unconstitutional, but it may be found that 
such rights are inseparable from the other provisions, and will fall 
with them. 

Section V of this report shows that this provision was inserted 
because of the doubtful constitutionality of section 3 (a) (1) and 
3 (b) (1). 


It recognizes State boundaries beyond 3-mile limit, but fails to define them 

Sections 2 (b) and 4 of Senate Joint Resolution 13 recognize as 
present seaward boundaries of the original coastal States “3 geo- 
graphical miles distant from its coastline.” For other coastal States, 
seaward boundaries are set “as they existed at the time such State 
became a member of the Union.” 

The 3-mile seaward limit conforms with the traditional United States 
claims of territorial sea. 

The actual defining of boundaries at the time States became mem- 
bers of the Union has never been accomplished. The full implications 
of this provision and its effects on our foreign relations and fishing 
industry are discussed in sections VIII and X of this report. 

The boundaries of the State of Texas are discussed in fallacy No. 4 
in section VI of this report and in appendix D. 

It restates existing law on State ownership of lands beneath inland waters 

Sections 2 (a) (1) (2) (3), (3) a, of Senate Joint Resolution 13 give 
legislative confirmation to many previous judicial and executive de- 
terminations, that “title to and ownership of” lands beneath inland 
navigable waters, the area between mean low and high tide, and “filled 
in, made, or reclaimed lands” formerly beneath these waters, 1s vested 
in the States. 

At many places in this report (fallacies Nos, 1 and 2 of sec. VI, see. 
VIII and X) it is shown that these provisions are included in Senate 
Joint Resolution 13 in order to confuse the issue and obtain unwar- 
ranted support for this legislation. 


It contains a “sleeper”? provision that would halt m ultiple-pur pose 
de re lopme nt of rive r resources 

Section 6 is entitled “Powers Retained by the United States.”’ 

But after listing in subsection (a) certain rights which the United 
States is to retain, it then goes on to say that the retained rights shall 
not include “rights of * * *use, and development of the lands * * *” 
involved in this joint resolution (p. 19, lines 2 and 3). 

Section [X of this report demonstrates how this provision (if con- 
stitutional) would destroy the Federal Government’s program for the 
development of water resources for the purposes of navigation, flood 
control, irrigation, and electric power. 

It gives away accrued royalties 

Section 3 (b) (2) relinquishes all claims of the United States for 
royalties on these lands. 

Section 3 (b) (3) requires the “Secretary of the Interior or the 
Secretary of the Navy or the Treasurer of the United States” to pay 
back to the respective States (meaning Texas, Louisiana, and Cal- 
ifornia) the revenues now being held in escrow by the United States. 

Section III of this report gives the information on the $62 million 
which would be lost to the United States as a result of these provisions. 
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It provides no authority for developing resources on the Continental 
Shelf beyond the so-called “historic boundaries”’ 


Senate Joint Resolution 13 confines itself to the land within the 
so-called “historic boundaries” of the States. They are boundaries 
3 geographical miles from shore, and such boundaries beyond that 
may have heretofore or hereafter be approved by Congress. 

These “boundaries” are loosely called “historic boundaries” by 
those who also misuse the word “‘tidelands.’”’ Senate Joint Resolution 
13 does not refer to “historic boundaries’’; that phrase does not appear 
anywhere in the resolution. It will undoubtedly be used again and 
again in debates and in the courts, as ‘“tidelands’’ was and is being 
used, for purposes of confusion. Nobody knows what “historic 
boundaries” really means, or when applicable history started or ended. 

The majority of the committee has rejected the advice of Attorney 
General Brownell that Senate Joint Resolution 13 include provisions 
ora map on which a definite line be drawn to mark the seaward bound- 
ary of all coastal States. Senate Joint Resolution 13, as reported out 
of committee, does not do this. The failure to describe boundaries 
definitely, or to draw the exact lines on a map, invites litigation. 
Senate Joint Resolution 13 leaves the question as to the extent of 
State boundaries outside of the 3-mile belt, if there are to be any, in 
confusion. There must be further legislation to clear up the point, 
unless the courts find a way vo settle it. 

Section 9 disclaims any intention of affecting the rights of the 
United States outside of these boundaries. 

Yet it provides no authority whatsoever for the Federal Govern- 
ment to develop the resources that are not taken away. 

As pointed out in section III of this report, the great bulk of the 
oil and gas resources lie in this outer area. 

As pointed out in section VII, the failure to provide Federal de- 
velopmental authority impedes the use of these oil resources for 
national defense purposes. 


It provides a procedure—and a_ precedent -for subsequent give-aways 
through the extension of State boundaries 

Section 2 (b) provides that State boundaries shall be such as ‘‘here- 
tofore or hereafter approved by the Congress * * *.” 

A similar phrase is found at the end of section 4. 

Thus the Congress would recognize in advance the propriety of 
future legislation extending State boundaries further out on the Con- 
tinental Shelf. Furthermore, the passage of Senate Joint Resolution 
13 would open the door for subsequent legislation of this type. 


V. GIVING TITLE TO THE STATES WOULD VIOLATE THE UNITED 
STATES CONSTITUTION 


The Congress could not validly convey Continental Shelf lands to the 
coastal States 

The Supreme Court has indicated that rights in lands underlying 
navigable waters, seaward from the low-water mark, are an incident 
of governmental powers or sovereignty and cannot be separated from 
such powers. 

The first Supreme Court decision which developed the relationship 
between governmental powers or sovereignty and rights in lands 
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underlying navigable waters was rendered in the case of Martin et al. 
v. Waddell (16 Pet. 367 (1842)). This case involved a portion of the 
bed of Raritan River and Bay in New Jersey. In tracing the title to 
this submerged land, one of the questions which the Court had to 
decide was whether, when the proprietors of East New Jersey sur- 
rendered to the British Crown in 1702 the powers of government with 
regard to East New Jersey, but retained all proprietary rights in th, 
publicly owned lands within that colonial territory, this retention of 
proprietary rights covered the bed of Raritan River and Bay. Thy 
Court held (pp. 413-416) that it did not; that the lands underlying 
navigable waters within East New Jersey had been vested in the 
proprietors “as one of the royalties incident to the powers of govern- 
ment’’; and that, when the proprietors of East New Jersey surrendered 
to the British Crown the powers of government with regard to that 
territory, such surrender included, as an incident of the powers of 
government, the ownership of the beds of navigable rivers, bays, and 
arms of the sea within the area 

Therefore, although the proprietors of East New Jersey expressly 
retained, in the transaction of 1702, the publicly owned lands within 
East New Jersey, it was held by the Court that they did not thereafter 
have any rights of ownership in the beds of navigable rivers, bays, 
and arms of the sea within that territory. 

The concept that proprietary rights in lands underlying navigable 
waters are an incident of governmental powers, or sovereignty, was 
nen by the Supreme Court in the cases of Barney v. Keokuk 
(94 U. 324, 338 (1876)); McCready v. Virginia (94 U.S. 391, 395 
1876): and Massachusetts v. New York (271 U.S. 65, 89 (1926)). 

Thus, lands underlying navigable waters are held by the sovereign 
in trust for the people. Smith v. State of Maryland (18 How. 71, 
74-75 (1855)). The sovereign cannot validly make a blanket dis- 
position of such lands in derogation of the rights held in common by 
the people. d/inois Central Railroad v. Illinois (146 U.S. 387 (1892) 
As the Court said in the latter case (at p. 460), ‘“There can be no irre- 
pealable contract in a conveyance of property by a grantor in disregard 
of a public trust, under which he was bound to hold and manage it. 

The cases heretofore cited in this part of the discussion dealt. with 
the beds of navigable inland waters, as to which the States in which 
they are situated have paramount rights. It appears, however, that 
the same principles would be applicable—indeed, more clearly so 
to the relationship of the United States to the submerged lands of 
the Continental Shelf beneath the marginal sea. 

The ae ‘me Court said in the case of the United States v. California 
(332 U.S. 19, 32-36 (1947)) that the United States has paramount 
rights in Ake babaveinsl lands of the Continental Shelf beneath the 
marginal sea, just as the respective States have paramount rights in 
the beds of navigable inland waters; that the rights of the United 
States in the Continental Shelf were acquired under the principles of 
international law and in furtherance of the Federal Government's 
international interests and responsibilities; and that the protection 
and control of the Continental Shelf are functions of national external 
sovereignty. 

This idea was further expounded by the Supreme Court in its deci- 
sion in the case of United States v. Texas (339 U.S. 707 (1950)). In 
that case, the Court stated (at p. 719) that: 
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* once low-water mark is passed the international domain is reached. Prop- 
rtv rights must then be so subordinated to political rights as in substance to 
‘oalesce and unite in the national sovereign. * * * If the property, whatever it 
may be, lies seaward of the low-water mark, its use, disposition, management, and 

yntrol involve national interests and national responsibilities. * * * 

If, as the Supreme Court has said, proprietary rights in the lands of 
the Continental Shelf are so subordinated to political rights as to 
coalesce in the national external sovereignty, it would seem to follow 
that the Congress could not, in derogation of the national external 
sovereignty, validly convey Continental Shelf lands to the coastal 


States. 


For constitutional reasons, Attorney General Brownell recommended 
against quitclaim legislation 
In his testimony of March 2, 1953, before the Senate Committee on 
Interior and Insular Affairs, Attorney General Herbert Brownell, Jt 
startled the advocates of the give-away legislation by proposing 


instead of granting to the States a blanket quitclaim title to the submerged lands 
within their historic boundaries, the Federal Government would grant to the 
States only such authority as required for the States to administer and develop 
the natural resources. 

The Attorney General went on to describe his proposal as ‘“‘a method 
of minimizing if not eliminating altogether the constitutional point 
raised by witnesses before this committee.”’ 

Obviously the Attorney General was considerably impressed by the 
testimony of such witnesses as the former Solicitor General, Philip B. 
Perlman, who pointed out in the hearings on Senate Joint Resolution 
13, as he had done during previous hearings on quitclaim bills, that 
there is a substantial constitutional question as to the power of 
Congress to dispose of rights vested in the United States as an incident 
of national external sovereignty. 

In recognizing the great strength of the constitutional argument 
against quitclaim legislation, the Attorney General naturally had to 
take great pains not to make any personal statements supporting the 
constitutional argument against this legislation. If the legislation 
should be approved by the C ongress and ‘signed by the ] reside nt, the 
Attorney General might be faced with the unpalatable task of de fend- 
ing the legislation before the Supreme Court. This task would be 
difficult enough without being embarrassed by personal testimony of 
his own supporting the case that the legislation is unconstitutional. 
Hence the Attorney General carefully protected his position. He took 
care to refer to the constitutional question as “the constitutional point 
that has been raised before this committee * * * by certain persons 
* * *” He also added a protective statement that he himself did 
not personally “intend to cast any doubt upon the constitutionality 
of a so-called quitclaim statute.’’ Nevertheless, the Brownell pro- 
posal that the quitclaim approach be rejected and that instead the 
States should merely be given administrative authority constitutes in 
itself a clear recognition of the power behind the constitutional 
argument. 

Senate Joint Resolution 13 attempts to meet Attorney General 
Brownell’s objection through the device of conferring not only title 
and ownership of the submerged lands on the States (sec. 3 (a) (1)), 
but by providing in a separate clause the right to manage, administer, 
lease, and develop these lands (sec. 3 (a) (2)) ). 
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This device has been resorted to because even the proponents of 
quitclaim now are concerned about the constitutionality of conveying 
title and ownership of these submerged lands to the States. The pro- 
ponents of quitclaim legislation w ish to have their cake and eat it too 
They are saying to the Congress, ‘“‘Give us the title to this land, but in 
the event this conveyance is declared unconstitutional we still want 
the Federal Government to give us its rights to the mineral resources 
off our shores.” 

This tacit admission of the possible unconstitutionality of conve 
ance of title has now sharpened the issue to the simple question of 
whether the revenues obtained from the extraction of oil in offshor 
submerged lands*belonging to all the people should be given to a few 
States who have no right to them. 


A Me mber of Congre SS should vote against any measure he belic res f 
be unconstitutional 

Under the American system of Government, each branch of 
Government has a major responsibility in defending and supporting 
the American Constitution. 

Insofar as the Congress is concerned, this responsibility Is mac 
perfectly clear in the oath taken by every Member of the Congress 
upon adimission to office: 

I, A B, do solemnly swear (or affirm) that I will support and defend the Co 
stitution of the United States against all enemies, foreign and domestic: that I wi 
bear true faith and allegiance to the same; that I take this obligation freely, wit! 
out any mental reservation or purpose of evasion; and that I will well and faithfully 
discharge the duties of the office on which I am about to enter: So help me God 
(15 Stat. 85, July 11, 1868). 

This responsibility cannot be discharged by “passing the buck’’ to 
the Supreme Court. It is meumbent upon every Member of thx 
Congress who believes that a proposed measure is unconstitutional to 
cast his vote against it. 

In this particular case, it is becoming perfectly clear to more and 
more Members of the Congress that anv effort to give to the States a 
portion of Federal sovereignty is unconstitutional. We urge that 
every Member who comes to this conclusion vote against the measure 


If “give -amay”’ I qislation is adopted by the Congress, it would lead t 
protracted litigation in the courts 

If quitclaim legislation is passed by the Congress and signed by the 
President, there is not the slightest doubt in the world that it will be 
immediately tied up in litigation. 

Private interests have already announced their intention to start 
judicial proceedings the day when such legislation is signed by the 
President. 

Action by public bodies may also be confidently expected. A good 
example is found in the case of Rhode Island. On Thursday, March 
12, the Rhode Island House of Representatives unanimously passed 
a resolution to the following effect: 


Resolved, That the attorney general of the State of Rhode Island be and he is 
hereby authorized and directed to begin immediately a study of the legal and 
equitable issues and principles involved in legislation purporting to divest the 
United States of its rights, title, and interest in any of the submerged lands of 
the seas bordering the coasts of the United States, and in the event of the passage 
of such legislation to institute such suits or proceedings, or to take such other 
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action as may be advisable or necessary, to obtain a final determination by the 
courts as to the power of Congress to make such enactments. * * * 

This resolution was preceded by a statement that quitclaim legis- 
lation “would for many reasons, violate the Constitution of the 
United States.” 

We strongly believe that the result of this litigation would be to 
nullify any quitelaim provisions included within a law adopted by the 
Congress. 

At the same time, we recognize that the judicial proceedings will 
unquestionably take a considerable period of time. During this 
period of time, the development of offshore oil and gas resources would 
be seriously impeded. The only way to obtain the prompt develop- 
ment of these resources which is so sorely needed for national defense 
purposes is, therefore, to reject quitclaim legislation and to adopt the 
Anderson substitute. 


VI. THE DEFENSE OF THE “OIL GIVE-AWAY’’ LEGISLATION RESTS OF 
FOUR FALLACIES 


Fallacy No. 1—Senate Joint Resolution 13 is needed to clear States’ 
title to “‘tidelands.”’ 
Fact No. 1—States’ title to ‘‘tidelands”’ unquestioned. 


The use of “tidelands”’ in this connection has been a masterpiece of 
propaganda 

he use of the term “tidelands controversy’ to describe the con- 
trovers\ of recent years between the United States, on the one hand, 
and the States of California, Louisiana, and Texas, on the other hand, 
over the submerged lands of the Continental Shelf adjacent to the 
coasts of those States has constituted a masterpiece of propaganda. 

Since, as we shall subsequently show in this part of the mimority 
report, it had been well settled for more than a hundred years before 
the first of the Continental Shelf cases arose that the States own any 
tidelands situated within their boundaries, the implication that Federal 
officials have attempted in recent vears to overthrow—and, with the 
assistance of the Supreme Court, have succeeded in overthrowing 
this settled principle of constitutional law regarding the ownership 
of tidelands by the States has provided the basis for the employment 
of such epithets as ‘‘tidelands grab” and ‘‘tidelands steal” to character- 
ize Federal activities relating to the Continental Shelf. 
Tidelands defined 

Tidelands are lands that are alternately covered and uncovered by 
the flow and the ebb of the tide (Walker v. The State Harbor Commis- 
sione rs, 17 Wall. 648, 650 1873 i, Kn ight £ l n ite d Slates Lar d 4 lssocia- 
tion, 142 U.S. 161, 186 (1891); Baer v. Moran Brothers Company, 
153 U.S. 287, 288 (1894 
The Supreme Court decided in 1845 that tidelands are owned by the States 

The question of the ownership of tidelands situated within the 
boundaries of a State was first decided by the Supreme Court more 
than 100 vears ago in the case of Pollard’s Lessee v. Hagan et al. 
(3 How. 212 (1845)). That case involved a tideland area on the shore 
of a tidewater section of the Mobile River in Alabama. The Court 
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held in substance (pp. 228-229) that when Alabama ceased to be a 
Territory and was admitted to the Union as a State, she was thereby 
plac ed on an equal footing with the Thirteen Original States; that the 
Thirteen Original States, upon the attainment of independence, had 
acquired from the British Crown. the ownership of the tidelands 
situated within their respective boundaries and had not surrendered 
these lands to the Federal Government at the time of the adoption of 
the Constitution of the United States; and, accordingly, that Ala- 
bama’s admission into the Union on an equal footing with the Thirteen 
Original States automatically effected a transfer from the United 
States to Alabama of the title to the tidelands within her boundaries, 
the United States having theretofore held such lands in trust for the 
State to be created out of the Alabama Territory. 

Subsequent Supreme Court decisions have uniformly adhered to the 
view that the respective States (or their grantees) own the tidelands 
situated within the States’ boundaries (Goodtitle v. Kibbe, 9 How. 471 
(1850); Den. v. Jersey Company, 15 How. 426 (1853); Mumford vy 
Wardwell, 6 Wall. 423 (1867); Walker v. The State Harbor Commis- 
sioners, 17 Wall. 648 (1873); San Francisco v. LeRoy, 138 U.S. 656 
(1891); Knight v. United States Land Association, 142 U.S. 161 (1891 
Shively v. Bowlby, 152 U.S. 1 (1894); Mann v. Tacoma Land Company, 
153 U. S. 273 (1894); Mobile Transportation Company v. Mobile, 
187 U.S. 479 (1903); United States v. Mission Rock Company, 189 
U. S. 391 (1903) ; a of Seattle v. Oregon & Washington ee 
Company, 255 U.S. 56 (1921); Borar, Ltd. v. Los Angeles, 296 U.S. 10 
(1935)). 


The Government did not claim any tidelands in the Continental Shelf 
cases against California, Louisiana, and Texas 

The complaint that was filed by the Federal Government in the 
first of the Continental Shelf cases—the one against California—made 
it plain that the United States was not claiming any tidelands within 
the boundaries of California, and that the litigation related exclusively 
to the submerged lands of the Continental Shelf underlying the open 
waters of the Pacific Ocean, to the seaward of the tidelands along the 
California coast. The complaint (pp. 6-7) specifically described the 
lands in controversy as— 
* * * underlying the Pacific Ocean, lying seaward of the ordinary low-water mark 
on the coast of California * * *— 
i. e., seaward of the tidelands. 

Moreover, the Government’s brief in the California case expressly 
stated (p. 2) that— 

No claim is here made to any * * * tidelands, namely, ae ~~ that are 
covered and uncovered by the daily flux and reflux of the tides ( , those lands 
lying between the ordinary high- and low-water marks). There ue decisions of 


this Court which appear to hold that * * * title to the tidelands reside[s] in the 
State. The Government does not challenge the results of those decisions. * * * 


A similar position was taken by the Government in the Continental 
Shelf cases against Louisiana and Texas, with respect to the subject 
matter of the litigation. 


The Supreme Court’s decrees in the Continental Shelf cases excluded 
tidelands 


The Supreme Court’s decree in the California case (322 U. S. 804) 
showed plainly that the Court was only passing upon the. question of 





SUBMERGED LANDS ACT 17 


rights in the submerged lands of the Continental Shelf beneath the 
open sea, lying to the seaward of the tidelands on the California coast. 
The decree referred to the subject matter of the litigation as— 
* * * the lands, minerals, and other things underlying the Pacific Ocean lying 
seaward of the ordinary low-water mark on the coast of California. * * * 

Similarly, the decrees entered by the Supreme Court in the later 
Continental Shelf cases against Louisiana (340 U. ) and Texas 
(340 U. 5S. 900) carefully excluded tidelands from the scope of the 
decrees. 

Therefore, it has been completely misleading for anyone to state 
or to imply that tidelands were involved in the recent litigation 
between the United States and the States of California, Louisiana, 
and Texas. That litigation related exclusively to the lands of the 
Continental Shelf beneath the open sea, lying to the seaward of the 
tidelands. 


The reference by the Supreme Court to the “paramount rights” of the 
United States in the Continental Shelf does not threaten the States’ 
rights in tidelands 

The use by the Supreme Court, in its decisions relating to the 
Continental Shelf, of the term “paramount rights’ in connection 
with the rights of the United States in the Continental Shelf does not, 
as has been frequently asserted, constitute a threat to the States’ 
titles to tidelands situated within their boundaries. 

Many persons have construed, or purported to construe, the 
Supreme Court’s decisions in the Continental Shelf cases as per- 
mitting the Federal Government to take the submerged lands of the 
Continental Shelf from the coastal States without compensation 
because of the paramount rights of the Federal Government over 
such lands, arising from the constitutional functions of the Federal 
Government with respect to international affairs and national defense; 
and it has been argued that this doctrine might permit the Federal 
Government, in the exercise of its paramount rights, to take the 
States’ tidelands, as well as other State-owned or privately owned 
property, without compensation. 

Of course, the Supreme Court did not hold in the Continental 
Shelf cases that the Federal Government could take the submerged 
lands of the Continental Shelf from the coastal States without com- 
pensation. Rather, the Court decided that the coastal States, as 
such, had never held any rights in the submerged lands of the Con- 
tinental Shelf; that the United States, and not the several coastal 
States, had initially acquired dominion over and rights in such lands; 
and, accordingly, that the States of California, Louisiana, and Texas 
had acted without lawful authority when they purported to assume 
control over, and issued oil and gas leases on, submerged lands of the 
Continental Shelf. 

The Supreme Court held that, just as the several States have 
paramount rights in any tidelands situated within their respective 
boundaries, the Federal Government has paramount rights in the 
submerged lands of the Continental Shelf underlying the open sea, 
because it was the Federal Government (and not the individual 
coastal States) that initially acquired such lands in the performance 
of the functions of national external sovereignty over international 
affairs and national defense vested in the Federal Government by the 
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Constitution. This basis for the existence of paramount rights in the 
Federal Government with respect to the submerged lands of the Con- 
tinental Shelf could not, of course, be extended so as to apply to tide- 
lands or to any other property in which the States (or private persons) 
have heretofore acquired and now hold vested rights. 


Fallacy No. 2.—Senate Joint Resolution 13 is needed to clear States 
title to lands underlying navigable inland waters. 

Fact No. 2.—States’ titles to lands underlying navigable inland 
waters unquestioned. 

Rights of States to lands beneath inland waters raised only to confuse issue 

Lands underlying inland navigable waters are definitely not eres 
in this controversy. Lands beneath open ocean and navigable inland 
waters constitute entirely separate and different problems. The pro- 
ponents of general quitclaim legislation have deliberately confused the 
two issues in an effort to gain the support of the 45 States who stand 
to gain nothing and lose much if the rights of the Federal Government 
in the Continental Shelf are given away to California, Texas, and 
Louisiana. 

The backers of general quitelaim legislation declare that the recent 
decisions of the Supreme Court in the Continental Shelf cases threaten 
the States’ titles to submerged lands beneath navigable inland waters. 
But as the then Solicitor General of the United States has pointed out, 
“these decisions do not apply to inland navigable waters of any kind. 
They apply only to the areas in the international domain.” The 
Attorney General of the United States and other Federal authorities 
have repeatedly affirmed that the States own the resources under 
navigable inland waters. 

Great Lakes, harbors, beaches, ete., are inland waters.—The 
propaganda supporting quitclaim legislation benefiting three coastal 
States has been directed especially to the States bordering the Great 
Lakes, and to States such as New York, Massachusetts, and Florida 
which have extensive harbor developments on filled land. The 
numerous Supreme Court decisions and statements by Federal offi- 
cials specifically declaring such areas “inland waters” have been 
ignored or misinterpreted. 


Supre me Court decisions protect right 8 of States to lands beneath inland 
waters 

The Supreme Court has held plainly and unequivocally in at least 
23 decisions between 1842 and 1935 that the respective States own the 
beds of all navigable inland waters, such as lakes, rivers, and bays, 
situated within their boundaries. There has never been a single 
exception to this general rule of constitutional law. The United 
States does not and never has challenged the ruling in these decisions. 
There is no basis for such a challenge. 

Court decisions have broad scope, geographically and in types of sub- 
merged lands.—The court decisions holding that the States own the 
beds of navigable inland waters cover a wide geographical area, from 
New York on the east to California on the west, from Mic -higan on 
the north to Alabama on the south. They apply to such widely 
diverse types of submerged lands as the beds of Raritan Bay in New 
Jersey, the North River in New York City, Lake Ontario in New York 
State, C hesapeake Bay in Maryland, the Ware River in Vi irginia, the 
Mobile River in Alabama, Lake Mic thigan i in Illinois, St. Mary’s River 


+o ee ae alla 
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in Michigan, the Fox River in Wisconsin, Mud Lake in Minnesota, 
the Mississippi River in Minnesota, in Iowa, and in Illinois, the Snake 
River in Idaho, the Grand, Green, and Colorado Rivers in Utah, 
Lake Union and Lake Washington in Washington, the Columbia 
River in Oregon, the Sacramento River in California, and San Fran- 
cisco Bay. In addition, Long Island Sound and Puget Sound have 
been determined to be inland waters. 

Titles of States to inland navigable waters not clouded by Supreme 
Court decisions in Continental Shelf cases —aAs recently as 1950 the 
Supreme Court expressly referred to its earlier decisions on this point 
and reaffirmed them. In the case of U7. S. v. California (332 U.S. 19), 
he Court held that the States are possessed of ‘ownership of lands 
inder inland navigable waters such as rivers, harbors, and even 
tidelands down to the low-water mark.”’ 

Moreover, the sense in which the Court used the term “paramount 
rights”’ in the California case Was a confirmation of earlier decisions 
that the States have title to lands beneath inland navigable waters. 
The Court stated that if, as it had held in many earlier cases, the 
States have paramount rights in the beds of navigable inland waters, 
the same reasoning leads to the conclusion that the United States 
has paramount rights in lands beneath the open sea by virtue of the 
international interests and responsibilities which the Constitution 
entrusted to it. 

Supreme Court decisions specifically protect rights of States to lands 
beneath Great Lakes.— The Supren e Court has twice held explicitly 
that the Great Lakes are inland seas and that the States bordering 
on them own the portions of the beds of the Great Lakes that are 
situated within their respective boundaries. 

In the case of Illinois Central Railway v. Illinois (146 U.S. 387 
1892)), the Court held that the State of Illinois owned the bed of 
Lake Michigan in trust for the people of the State and that the State 
legislature could not. make a valid conveyance of the bed of Lake 
Michigan to the railroad. The Court stated: “These lakes possess 
all the general characteristics of open seas, except in the freshness of 
their waters, and in the absence of the ebb and flow of the tide. In 
other respects, they are inland seas * * *.” [Emphasis supplied.] 

In the case of Mass. v. N. Y. (271 U.S. 65 (1926)), where a lake 
with an international boundary line was involved, the Court ruled 
that the bed of Lake Ontario lying within the boundaries of New 
York State belongs to the State of New York to the international 
boundary line. 

These two cases are applicable to other States bordering the Great 
Lakes and indicate that each of them has clear title to the bed of that 
portion of the Great Lakes within its boundary. 


Statements by officials of Federal Government define inland waters and 
reaffirm rights of States to lands beneath inland waters 
The Government brief filed by the United States in the case of 
U.S. v. California (332 U.S. 19 (1947)): 


No claim is here made to any lands under ports, harbors, bays, rivers, lakes or 
any other inland waters * , 

Philip Perlman, Solicitor General of the United States July 1947 to 
August 1952: 


The decisions (of the Supreme Court in the Continental Shelf cases) do not 
apply to inland navigable waters of any kind. They apply only to the areas in 
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the international domain * * *, The decisions do not apply, for instance, to 
any of the Great Lakes, which are inland waters, and which only can be reached 
through inland waters. 

Attorney General, now Justice of the Supreme Court, Tom Clark: 


My understanding is that the Great Lakes are considered inland waters and no 
contention has been made by anyone that a marginal sea exists there. The present 
suit (California) therefore raises no question as to title to lands beneath the Great 
Lakes. 


Mastin White, former Solicitor of Department of Interior: 


It is difficult to understand how any lawyer who has really studied the decisions 
of the Supreme Court relative to submerged lands could entertain a bona fide 
belief that any cloud exists on the titles of the States to the beds of such inland 
waters * * *, 

I do not have the slightest doubt with respect to the complete validity of the 
titles held by the respective States bordering on the Great Lakes to the beds of 
those portions of the lakes within their respective boundaries. 


Jack Tate, Deputy Legal Adviser, Department of State: 


The position of the United States is that the waters of bays and estuaries less 
than 10 miles wide—or which are at the first point above such opening, less tha: 
10 miles—are inland waters of the United States * * *. Certain historic bays 
in which the opening may be more than 10 miles, are recognized as inland waters 
e. g., Chesapeake and Delaware Bays * * *. 

S. W. Boggs, Special Adviser on Geography, Department of State: 


I would say that all of them (the Great Lakes)— Michigan of course is entire) 
in the United States—are inland seas, wholly territory of either the United States 
or of Canada * * *, 

All bills dealing with offshore submerged lands clearly recognize rights 
of States to lands beneath inland navigable waters 


The States and the Federal Government agree that the United 
States has no claim to submerged lands beneath inland navigable 
waters. There is no argument on this point between the proponents 
and opponents of general quitclaim legislation. 

S. 107 as well as Senate Joint Resolution 13 confirms titles and 
ownership in the States of the lands and their mineral resources 
beneath inland navigable waters, including lands beneath the Great 
Lakes, in New York Harbor and other harbors, and in the Chesa- 
peake Bay and other historic bays. All three bills agree that the 
States, or persons claiming title under the States, own filled-in, 
made, or reclaimed lands in harbors and other navigable inland 
waters, and the structures and developments thereon. 


Previous bills confirming rights of States to submerged lands beneath 
inland navigable waters blocked in committees 

There have been many attempts to clarify the issues involved in 
submerged coastal lands legislation. The most evident of these has 
been the attempted division of the question of submerged lands 
beneath inland navigable waters from that of submerged lands lying 
off the sea coasts of the United States. Bills dealing exclusively 
with the question of land beneath inland navigable waters have been 
introduced beginning with the 80th Congress when S. 2222 was intro- 
duced for the administration by the then Senator Barkley. In the 
81st Congress S. 2153 was introduced, in the 82d Congress Senators 
O’Mahoney and Anderson again attempted to divide this question 
by introducing S. 1540, and finally in the 83d Congress Senator Ander- 
son and 17 other Senators have introduced S. 1292, designed specifi- 
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cally to confirm title to inland waters to the States and using the 
very language of bills supported by attorneys general of several 
States to make certain there can be no doubt of the validity of the 
confirmation. 

The United States Government has always been willing to expressly 
waive any claims it might have, although it has asserted none, to the 
submerged lands beneath inland navigable waters. However, the pro- 
ponents of the general ‘“‘tidelands” quitclaim bills have consistently 
prevented these two questions from being divided, and have blocked 
the passage of these bills because if such a bill were passed it would 
completely destroy their arguments against the position of the Federal 
Government. , 

Fallacy No. 3.—The coastal States own the offshore oil lands in the 
Continental Shelf. 

Fact No. 3.—The States do not own these lands. 

The Supreme Court’s decrees stated unequivocally that the coastal States 
do not own any lands in the Continental Shelf. 


The premise of Senate Joint Resolution 13 is that the United States 
ought to “confirm” the “titles” of the several coastal States to those 


portions of the Continental Shelf lying inside the historic seaward 
boundaries of the States. In accordance with this theory, witnesses 
appearing before the committee on behalf of the coastal States 
frequently asserted their belief that the States own such portions of 
the Continental Shelf, together with the oil and gas deposits and other 
resources contained in such lands, and that the purpose of this legisla- 
tion is to make more certain the States’ rights of ownership in these 


Continental Shelf lands. 

Such an approach to the problem is completely unrealistic and 
wholly unsound. The decrees that were entered by the Supreme 
Court in the three Continental Shelf cases against California, Louis- 
iana, and ‘Texas show clearly, in the plainest possible language, that 
the respective coastal States do not own the lands of the Continental 
Shelf within their seaward boundaries. 

For example, the decree in the California case (332 U.S. 804) states 
categorically (p. 805) that, with regard to the lands, minerals, and 
other things underlying the Pacific Ocean to the seaward of the ordi- 
nary low-water mark on the coast of California, and outside the inland 
waters of that State, “The State of California has no title thereto or 
property interest therein.” 

Similar unequivocal language was used by the Supreme Court in the 
decrees which it entered in the Louisiana case (340 U.S. 899) and in the 
Texas case (340 U.S. 900). The Court asserted with complete clarity 
that the States of Louisiana and Texas do not have any title to or 
property interest in the submerged lands of the Continental Shelf 
extending seaward from their respective coastlines. 


The Supreme Court's decisions show that the coastal States have never 
had any rights of ownership in the Continental Shelf 

In the first of the Continental Shelf cases, United States v. California 
332 U. S. 19 (1947)), the Supreme Court had occasion to review 
generally the problem of whether the coastal States had ever held any 
rights in the portions of the Continental Shelf situated within their 
respective seaward boundaries. The State of California contended in 
that case that the Thirteen Original States, upon attaining their 
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independence from Great Britain, acquired from the British Crown 
the title to all lands underlying navigable waters within their respective 
boundaries, including a 3-mile belt of marginal sea contiguous to their 
coasts; that such submerged lands were not transferred from the 
Thirteen Original States to the Federal Government at the time of the 
adoption of the Constitution of the United States, but were retained 
by the Thirteen Original States; and that, since California was 
admitted to the Union as a State on an equal footing with the original 
States, California at that time became vested with the title to all 
lands underlying the 3-mile belt of marginal sea along its coast. 

In disposing of this contention, the Supreme Court said (pp. 33-35) 
that at the time when the Thirteen Original States became independent 
there was no settled international custom or understanding among 
nations to the effect that each maritime nation owned a 3-mile mar- 
ginal belt in the open sea adjacent to its coast; that such an idea was 
then but a nebulous suggestion; that, shortly after the adoption of 
the Constitution of the United States, officials of the Federal Govern- 
ment became interested in establishing national dominion over a 
definite marginal zone in the open sea contiguous to the coast of the 
United States, for the purpose of protecting this country’s neutrality; 
and that, largely as a result of efforts by officials of this Nation, the 
idea of a definite 3-mile belt of marginal sea in which a maritime nation 
can exercise broad, if not complete, dominion has been generally 
accepted throughout the world. 

Hence, the Court concluded in the California case that it was the 
Federal Government, and not the Thirteen Original States, that ini- 
tially acquired the belt of marginal sea contiguous to the coast of this 
country; and, accordingly, that the ‘equal footing” doctrine did not 
result in the transfer to California from the United States, at the time 
of the admission of California into the Union, of title to the bed of the 
marginal sea contiguous to the California coast. The Supreme Court 
adhered to this view in the decision which it subsequently rendered 
in the Continental Shelf case of United States v. Louisiana (339 U.S 
699 (1950)). 

In the decision which it rendered in the third Continental Shelf 
case, United States v. Texas (339 U.S. 707 (1950)), the Supreme Court 
assumed that, prior to the admission of Texas into the Union through 
the process of annexation, the Republic of Texas had held rights in the 
portion of the Continental Shelf lying between the Texas coastline and 
the seaward boundary of the Republic of Texas. The Court held, 
however, that when Texas came into the Union she became a sister 
State on an equal footing with all the other States, which entailed the 
transfer to the United States of the national external sovereignty 
which had theretofore been exercised by the Republic of Texas; and 
that, as an incident of the transfer of such sovereignty, any rights that 
the Republic of Texas may have held in the bed of the marginal sea 
lying inside its seaward boundary were transferred to the United 
States. 

Therefore, the Supreme Court’s decisions in the three Continental 
Shelf cases make i in plain that the coastal States, as such, have never 
held any rights in the submerged lands of the Continental Shelf 
situated inside their respective seaward boundaries. This is true of 
the Thirteen Original States, of the States created out of Federal 
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territory and admitted into the Union after independence, and of the 
State of Texas, admitted into the Union through the process of an- 
nexation. 


The Congress cannot “‘restore”’ to the coastal States the Continental Shelf 
lands within their historic seaward boundaries 


The contention that the enactment of Senate Joint Resolution 13 
would merely ‘restore’ to the coastal States the lands of the Con- 
tinental Shelf situated inside their historic seaward boundaries is a 
striking example of the type of sophistry which has too often beclouded 
the consideration of this problem. 

Since, as we have heretofore seen, the coastal States—whether they 
be the Thirteen Original States, or States created out of Federal 
territory, or the State of Texas—have never owned or had any rights 
in the submerged lands of the Continental Shelf lying inside their 
historic seaward boundaries, it is impossible for the Congress to “‘re- 
store’ such lands to the coastal States. 

Consequently, the Congress ought to consider this legislation in 
the light of what it would actually do, i. e., make an outright gift to 
the coastal States, particularly the States of California, Louisiana, 
and Texas, of extremely valuable lands and mineral resources which 
they have never owned and which, instead, have been, and are now, 
assets of all the people of the United States. 


Fallacy No. 4.—Texas has a special “historical’’ claim to the sub- 
merged lands of the marginal sea extending 3 leagues into the Gulf 
of Mexico. 

Fact No. 4.—Texas has no special claims—historical or constitu- 
tional. 

Although the Supreme Court has clearly ruled that the State of 
Texas has never had any claim to the submerged lands off its coast, 
within either the 3-mile or 3-league limits, the issue was raised in the 
hearings on Senate Joint Resolution 13 as to the so-called ‘‘historical 
claim” of Texas to 3 leagues into the Gulf of Mexico. The Texas 
boundary claims were thoroughly documented in the Texas brief 
before the Supreme Court. The Court ruled that these boundary 
claims were irrelevant to the question which was before it. Texas, as 
with California and Louisiana, has succeeded in confusing many with 
the idea that “boundary” and ‘‘ownership” are the same things. It 
should be understood that no matter where the boundary line may 
be, all rights in submerged lands from the low-water mark belong to 
the United States, and no State has any rights in such areas. The 
Texas claim has long been clouded with many false assumptions, and 
the following presents the facts and the law concerning this boundary. 

The following key facts relating to the special boundary claims put 
forth by the State of Texas are throughly explained and documented 
in appendix D of this report: 

(1) The existence of an independent Republic of Texas before the 
State entered the Union has no bearing on the boundary question. 
Texas was admitted to the Union by an act of admission, not a treaty, 
on an “equal footing’ with the other States. (2) The submerged lands 
off the shores of Texas were not part of the “‘public lands” retained 
by Texas in the act of admission. (3) The Treaty of Guadalupe 
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Hidalgo did not establish the seaward boundaries off the coast of 
Texas in the Gulf of Mexico. (4) 1848 and 1850 Boundary Acts estab- 
lished the eastern and southern boundaries of the State of Texas as 
running along the Sabine and Rio Grande Rivers ‘to the Gulf of 
Mexico.” (5) The recognition of a special “historical claim’ to 3 
leagues of territorial water off the State of Texas will lead to “historical 
limit’’ claims by many other coastal States. 


VII. THE ‘‘GIVE-AWAY’’ LEGISLATION WOULD WEAKEN THE SECURITY 
OF THE UNITED STATES 


Oil is a key to national defense 

We need more oil.—Our current production of petroleum from 
domestic sources is approximately 6.5 million barrels per day. We 
are currently consuming approximately 7.5 million barrels per day. 
[t is estimated that consumption will approach the rate of 8 million 
barrels per day during calendar year 1953. The United States is 
currently importing approximately 1 million barrels per day of oil in 
order to meet current consumption requirements. 

Flow much can production be expanded?—It is estimated that produc- 
tion from domestic facilities could be expanded approximately 12 per- 
cent during a period of emergency. Application of simple arithmetic 
indicates that our domestic facilities, if expanded to their maximum 
capacity, would produce at best only sufficient crude oil to take care 
of normal requirements. No margin will remain for the vastly 
increased amounts of petroleum which would be required in the event 
of total mobilization. 

Mobilization requirements are great.—Specific figures concerning the 
requirements of petroleum in the event of total mobilization are classi- 
fied. It has been estimated, however, by competent authorities that 
the overall requirements of petroleum in the event of mobilization 
will exceed the then normal requirements by a minimum of 15 percent. 
A 25-percent expansion of production potential would be desirable in 
order to insure that a total defense effort would not fail for lack of 
adequate petroleum supplies. 

Sources of addit‘onat oil are limited. —Additional oil, which must be 
provided in the event of total mobilization, must be procured either 
by increasing imports or by the creation of a standby production 
reserve of domestic facilities, which could be placed in production 
within a short period of time. The major source of oil for import is 
the Middle East area. The vulnerability of this source of supply in 
the event of mobilization cannot be overemphasized. Dependence 
upon oil imports does not contribute to sound defense planning. The 
only sound alternative is to increase the production potential from 
domestic sources so as to make possible a rapid expansion of production 
in the event of a national emergency. 

In discussing this problem, the 1952 Materials Policy Commission 
indicated as follows: 

The security problem in oil can be viewed realistically only in terms of total 
free-world demand and total free-world supply. The outbreak of all-out war 


would create a sudden, and probably wide, gap between requirements and current 
supply for the United States and other free nations alike—particularly for naval 





and specialized aviation fuels. Enemy action could well curtail production or cut 
off rich sources. 

Severe rationing of nonmilitary use would fall far short of closing the gap even 
with much stricter reductions than in the last war. There can be no conventional 
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stockpile of oil to fall back on. Therefore, the equivalent of a stockpile—an 
emergency cushion of oil production, refining, and transportation capacity in the 
Western Hemisphere which can quickly increase supply—is imperative in meeting 
the problem (Materials Policy Commission report, vol. I, ch. 17, p. 109, col. 2). 
(See Appendix B.) 

The Continental Shelf is a vitally needed oil reserve-—The poten- 
tial oil reserves of the submerged-land areas represent one of the 
richest accessible sources of supply susceptible to exploratory develop- 
ment. The Materials Policy Commission recommended: 

That the Federal Government encourage immediate exploration for oil on 
publicly owned offshore lands; that leases to private companies, whether by the 
Federal Government or the States, contain provisions requiring well spacing or 
withdrawal rates calculated to increase the normal life of the pools with a view 
to providing faster withdrawals if ever such action is required to meet the needs 
of war. (Materials Policy Commission report, vol. I, ch. 17, p. 110, col. 2.) 

The urgency of discovering and bringing oil resources to the point 
of production in case of emergency may well make it advisable for 
our Government to start that work at once. But it would certainly 
be folly for the United States to dispossess itself—to quitclaim away— 
a vital resource to which its legal title has been upheld by the highest 
Court in the land, without first being completely assured that its 
retention is not essential to any potential defense emergency. 


Give-away legislation neglects development of oil outside the so-called 
historic State boundaries 


Senate Joint Resolution 13 provides in section 9, as follows: 


Nothing in this Joint Resolution shall be deemed to affect in any wise the rights 
of the United States to the natural resources of that portion of the subsoil and 
seabed of the Continental Shelf lying seaward and outside of the area of lands 
beneath navigable waters as defined in section 2 hereof, all of which natural 
resources appertain to the United States, and the jurisdiction and control of 
which by the United States is hereby confirmed. 

Senate Joint Resolution 13 provides no program for the develop- 
ment of that portion of the Continental Shelf lying seaward of State 
boundaries, whatever they may happen to be. Of the total estimated 
oil reserve in the entire Continental Shelf, it is estimated that 80 
percent is located seaward from the areas claimed by the States to 
be within their historical boundaries. No administrative machinery 
is established to govern the development of these vital reserves either 
by the Federal Government or by the coastal States. Failure to 
provide for the overall development of the entire Continental Shelf 
will seriously jeopardize the necessary expansion of our production 
potential essential for national defense. 


Give-away legislation would retard the development of oil within the 
so-called historic boundaries of the coastal States 
Orderly uniform development essential_—Approximately 5 years are 
required to develop a normal oilfield, after initial exploratory work has 
indicated the presence of oil. Estimates as to the length of time that 
would be required to develop oil reserves on submerged land vary. 
All authorities agree, however, that a considerably longer period of 
time will be required to develop such resources than is required to 
develop a normal field. Under such circumstances, it is essential 
that the development of the submerged areas proceed rapidly and in as 
orderly a manner as possible. 
Clouded issues would foster endless litigation The majority ap- 
parently are of the opinion that passage of Senate Joint Resolution 13 
31590—53—8 
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will operate to terminate legal controversy so as to allow full-scale 
development of submerged lands within so-called historical boundaries 
of States. Such is far from true. On the contrary, passage of Senate 
Joint Resolution 13 will result in endless litigation. As pointed out 
elsewhere in this report, there are serious constitutional objections to 
Senate Joint Resolution 13. 

Senate Joint Resolution 13 provides that title to and ownership of 
all submerged land extending seaward to the boundary line of the 
respective States shall be vested in the States. Senate Joint Resolu- 
tion 13 makes no attempt to identify the physical location of such 
State boundaries other than to provide that they be such as existed at 
the time a State entered the Union or such as might have heretofore 
been or hereafter be approved by Congress. Under the provisions of 
Senate Joint Resolution 13 it would be practically impossible to deter- 
mine whether any given point lies within or without the area in which 
this resolution attempts to vest title in the States. Unless the area 
to be placed under State jurisdiction is clearly identified, State leasing 
authorities will be unable to enter into these contracts as to any 
specific area without facing the probability of endless court action to 
determine the line of demarcation. 

The attorney general of the State of Louisiana in his testimony 
before the committee indicated that leasing officials of his State are 
unable to determine what specific area lies within or without State 
jurisdiction under the decree of the Supreme Court in the Louisiana 
case. 

In further recognition of this problem the Attorney General of the 
United States in his testimony before the committee indicated that 
any legislation transferring to the States any rights in and to the 
submerged-land areas should specify a clear line of demarcation 
delineating the physical location of the boundary of such areas. 

Under the language of Senate Joint Resolution 13 endless contro- 
versies will result. The oil industry will be reluctant to lease and 
develop any specific area when doubt exists whether the area to be 
covered by the lease is under Federal or State jurisdiction. Such 
doubt will not contribute to orderly development of the submerged- 
land oil resources. 


VIII. THE ‘‘GIVE-AWAY” LEGISLATION WOULD ENCOURAGE EXTRAVA- 
GANT BOUNDARY CLAIMS OF RUSSIA AND OTHER NATIONS 


The Government of the United States has a traditional policy of 
protesting claims made by other nations to areas of the marginal sea 
extending beyond 3 miles from the low-water mark. The basic 
reason for not recognizing claims extending beyond 3 miles has been 
that the United States as a great naval, air, and maritime power 
must maintain freedom of the high seas and the air lanes which pass 
above it. 

The Soviet Union today claims a strip of territorial sea extending 
12 miles from its shores. Mexico claims a boundary extending 9 
miles from its shoreline. Ecuador claims exclusive fishing rights 
within 15 miles of its coast and Iran claims 6 miles into the strategic 
Persian Gulf. The dangers inherent in these extensive claims are 
most evident in the recent claim by Chile to complete national sover- 
eignty over 200 miles of the adjacent sea. (For a full listing of claims 
and a discussion of this problem see Boggs, W. W., National Claims 
in Adjacent Seas, Geographical Review, vol. XLI, No. 2, April 1951.) 
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Any extension of boundaries of the United States beyond the 3- 
mile limit would undermine our traditional policy of maintaining 
the freedom.of the high seas. Assistant Secretary of State Thruston 
8. Morton, in a letter of March 4, 1953, to Chairman Hugh Butler 
of the Senate Committee on Interior and Insular Affairs stated: 


* * * Likewise, if this Government were to abandon its position on the 3-mile 
limit it would perforce abandon any ground for protest against claims of foreign 
states to greater breadths of territorial waters. Such a result would be unfor- 
tunate at a time when a substantial number of foreign states exhibit a clear pro- 
pensity to break down the restraints imposed by the principle of freedom of the 
seas by seeking extensions of their sovereignty over considerable areas of their 
adjacent seas. A change of position regarding the 3-mile limit on the part of 
this Government is very likely, as past experience in related fields establishes, to 
be seized upon by other states as justification or excuse for broader and even 
extravagant claims over their adjacent seas. Hence a realistic appraisal of the 
situation would seem to indicate that this Governmént should adhere to the 3-mile 
limit until such time as it is determined that the interests of the Nation as a whole 
would be better served by a change or modification of policy. (k{mphasis supplied.]} 
See appendix C.) 

United States cannot protect any State claims beyond 3-mile limit 

As stated in the Report of Special Master, in the case of U. S. v. 
California (October term, 1952): 

* * * the exterior limits of the marginal belt * * * involves a question of the 
territorial jurisdiction of the United States as against foreign nations; i. e., a 
question of external sovereignty. 

It is inconceivable that a single State taking unilateral action through 
its legislature to extend its seaward boundaries beyond the traditional 
3-mile limit could bind the Government of the United States in its 


dealings with foreign nations. The interests of any single State in 
matters of foreign relations must not take precedence over the inter- 
ests of the Nation as a whole. 

It is clear that the territorial waters boundary of a State and the 
Nation are indivisible. Mr. Jack Tate, testifying on behalf of the 
Department of State, stated before the Senate Committee on Interior 
and Insular Affairs on March 3, 1953, that— 


* * * in international relations the territorial claims of the States and of the 
Nation are indivisible. The claims of the States cannot exceed those of the 
Nation. 

It cannot be argued that this legislation would affect only territorial 
water claims of a small portion of the United States entire coastline. 
If Congress takes legislative action to recognize extensions of terri- 
torial waters beyond the 3-mile limit off the coast of one State, it is 
probable that other coastal States will advance similar claims and 
petition the Congress to recognize these claims, especially if juris- 
diction over and rights in the submerged lands are to follow boundary 
lines. 

Specific provisions of Senate Joint Resolution 13 were attacked by 
the Department of State when it said: 

It is the view of the Department, therefore, that the proposed legislation 
should not support claims of the States to seaward boundaries in excess of those 
traditionally claimed by the Nation; i. e., 3 miles from the low-water mark on 
the coast. This is without reference to the question whether coastal States have, 
or should have, rights in the subsoil and sea bed beyond the limits of territorial 
waters. (Letter to Butler, op. cit.) 


The use of any specific terminology such as “historic boundaries” or 
“boundaries at the time the State entered the Union”’ will only confuse 
and complicate the continuance of a uniform and sound policy of 
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territorial water claims the United States supports with regard to 
foreign nations. In the first place, it is not at all clear what validity 
there is in so-called historical boundaries advocated by the States of 
Texas, Louisiana, and Florida. The determination of these claims 
may involve years of litigation. Secondly, it is perfectly obvious 
that many coastal States may advance “historical claims” on the 
basis of their colonial charters, early State statutes, or constitutions 
(appendix D). Where these claims would lead us no one can tell. 


United States boundary claim has always been limited to 3 miles 


In 1793, the then Secretary of State, Mr. Thomas Jefferson, wrote 
to the British Minister that— 


The character of our coast, remarkable in considerable parts of it for admitting 
no vessels of size to pass near the shores, would entitle us, in reason, to as broad 
a margin of protected navigation as any nation whatever. Reserving, however, 
the ulimate extent of this for future deliberation, the President gives instructions 
to the officers acting under his authority to consider those heretofore given them 
as restrained for the present to the distance of one sea league or three geographical 
miles from the seashores, * * *’ (Jefferson, Secretary of State, to Hammond, 
British Minister, Nov. 8, 1793; see also letter to French Minister, appendix C 


The 1875 Secretary of State Hamilton Fish wrote the British 
Minister in Washington that— 

We have always understood and asserted that, pursuant to public law, no 
nation can rightfully claim jurisdiction at sea beyond a marine league from its 
coast. 

Secretary of State Bayard wrote to Secretary of the Treasury 
Manning on May 28, 1886, stating: 


We may therefore regard it as settled that, so far as concerns the eastern coast 
of North America, the position of this Department has uniformly been that the 
sovereignty of the shore does not, so far as territorial authority is concerned, 
extend beyond three miles from low-water mark * * *, 


In reply to a letter from Senator Connally of Texas, Mr. James \V. 
Webb, then Under Secretary of State, answered the Senator’s ques- 
tions on the extent of United States claims to territorial waters by 

uoting from the Supreme Court of the United States in the case of 
unard S. S. Co. v. Mellon (262 U.S. 100), to illustrate the Depart- 
ment’s position: 

It now is settled in the United States and recognized elsewhere that the territory 
subject to its jurisdiction includes the land areas under its dominion and control, 
the ports, harbors, bays and other enclosed arms of the sea along its coast and a 
marginal belt of the sea extending from the coast line outward a marine league, 
or three geographic miles. 

The most recent declaration of this firm and unwavering policy 
came in the letter to Senator Butler (op. cit.) when the Department 
of State replied: 

Pursuant to its policy of freedom of the seas, this Government has always 
supported the concept that the sovereignty of coastal States in seas adjacent to 
their coasts (as well as the lands beneath such waters and the air space above them) 
was limited to a belt of waters 3 miles width, and has vigorously objected to 
claims of other States to broader limits. 

The decision of the International Court of Justice in the Norwegian 
Fisheries case (U. K. v. Norway, December 18, 1951) has not changed 
the position of U nited States. This case was decided on very special 
— and was interpreted by Mr. Jack Tate, legal adviser of the 

epartment of State, in his testimony as follows: 
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Mr. Tate. * * * The Norwegian Fisheries case has caused a great deal of 
discussion as to what it stands for. The northern coast of Norway that was 
involved in that case is a very cut-up coast. It is jagged, with little islands and 
rocks all over. It is what is known as the Skjaergaard. 

The Court in the Norwegian Fisheries case sustained the claims of Norway. 
It did it, as I read the case, on three grounds: One, the nature of the coast; two, 
the historical claims of Norway, acquiesced in by other countries; and three, the 
economic interests of the coastal states. On that basis it justified the claims of 
Norway. 

I am not sure how far that case goes in its applicability to other situations that 
are not comparable with the Norwegian situation. I do not know of any part of 
the coast of the United States that is comparable to that section of the Norwegian 
coast known as the Skjaergaard. Possibly part of the southern coast of Alaska 
and the Aleutians might fit into that same sort of situation. 

The historical situation is different as far as this country is concerned, and of 
course the economic situation varies. The Court did say in that case that the 
10-mile rule was not firmly established as international law in such a way as to 
prevent its application to Norway under these circumstances. I cannot myself 
say that the 10-mile rule that has been adhered to by this country is required by 
international law. It certainly is not prohibited by international law. 

Freedom of high seas has been United States policy 

There is no question that the United States has traditionally been 
a firm advocate of freedom of the high seas. Any policy change 
which would place the United States in a position of limiting free 
access to wide expanses of the high sea would be most detrimental to 
our national interests. Not only would this action lead to the closing 
of water and air routes now open to our naval and air defense craft, 
it would seriously hamper our fishing industry and commercial mari- 
time activity. 

In 1952 the Department of State called together an ad hoc Inter- 
departmental Committee on Foreign Waters to assess the benefits 
and detriments which might result from the extension of broad claims 
to the territorial sea off the coast of the United States. This Com- 
mittee was composed of representatives of the Departments of Defense, 
State, Justice, Interior, and Commerce. It is more than evident from 
the letters and records of this Committee that any extension of terri- 
torial waters would be most detrimental to United States interests. 
A letter from the Secretary of the Navy to the Secretary of State 
(June 20, 1952), on this subject sets forth several areas which are now 
open to United States naval vessels which might be closed if the 
United States wavers from its traditional policy of a 3-mile limitation 
on territorial waters. 

The effects on the fishing industry are discussed in section X of 
this report. 

Recent incidents involving the shooting down of American aircraft 
off the coasts of the Soviet Union or Soviet-occupied territories, indi- 
cate the importance of maintaining the doctrine of freedom of the 
high seas and the air space above them. The United States will be 
in no position to protest further such incidents, or press past protests 
if the policy of our Government should now be changed. 


1945 Presidential proclamation carefully protected 3-mile limit 


The 1945 Presidential proclamation setting forth the “policy of the 
United States with respect to the natural resources of the subsoil and 
seabed of the Continental Shelf” was carefully phrased so as to avoid 
any confusion that might arise concerning the intent of the Govern- 
ment of the United States to change its policy with regard to the 
freedom of the seas. 
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The United States considers the natural resources of the subsoil and 
the seabed of the Continental Shelf contiguous to the coasts of | 
United States to be subject to its jurisdiction and control: 

The character as high seas of the waters above the Continental Shelf and the 
right to their free and unimpeded navigation are in no way thus affected (ibid 

Several other nations have followed the policy of the United States 
with regard to the Continental Shelf adjacent to their coasts, but in 
a number of instances have failed to limit their claims to the subsoi| 
and seabed, but rather extended jurisdiction over the seas to the edge 
of the Continental Shelf. A summary of these claims is included in 
the article “National Claims in Adjacent Seas,’ by S. W. Boggs 
(op. cit.). 

Any attempt to extend the boundaries of the United States or any 
of its constituent States to the edge of the Continental Shelf would 
result in the most serious problems ‘ involving the freedom of the seas. 
The careful wording of the 1945 Presidential proclamation has pro- 
tected the interests of the United States to date. Deviations from 
this would not be acceptable. 

The State of Texas recently claimed that it had “full and complete 
ownership (over) the waters of the Gulf of Mexico * * *” including 
all lands that are covered by said waters from the shoreline to the 
“farthermost edge of the Continental Shelf.””. This action was taken 
by the Legislature of the State of Texas in 1941 and 1947 (act of May 
16, 1941, May 23, 1947. The recognition of such an extravagant 
claim by the C ongress would not only involve the United States in seri- 
ous problems with other nations, but would place the State of Texas 
in a position of dictating to the Federal Government matters which 
are clearly outside the constitutional jurisdic _— of the State of 
Texas. For as in the California opinion (332 U. S. at 35) the Court 
stated: 
whatever any nation does in the open sea, which detracts from its common useful- 
ness to nations, or which another nation may charge detracts from it, is a question 
for consideration among nations as such and not their separate governmental 
units. What this Government does, or even what the States do, anywhere in the 
ocean, is a subject upon which the Nation may enter into and assume treaty or 
similar international obligations.’’ 

The Supreme Court in the decree in the Tezas case (340 U. 
settled this issue by stating: 


S 


. 900) 


The United States of America is now, and has been at all times pertinent hereto, 
possessed of paramount rights in, and full dominion and power over, the lands, 
minerals, and other things underlying the Gulf of Mexico, lying seaward of the 
ordinary low-water mark on the coast of Texas, and outside of the inland waters, 
extending seaward to the outer edge of the Continental Shelf and bounded on the 
east and southwest, respectively, by the eastern boundary of the State of Texas 
and the boundary between the United States and Mexico. The State of Texas 
has no title thereto or property interest therein. 


IX. THE “GIVE-AWAY” LEGISLATION WOULD HALT THE GOVERNMENT'S 
PROGRAM FOR THE MULTIPLE-PURPOSE DEVELOPMENT OF THE WATER 
RESOURCES IN THE NATION’S NAVIGABLE RIVERS 


Subsection (a) of section 6 of this measure declares, in effect, that 
the Federal Government’s power under the commerce clause of the 
Constitution (art. I, sec. 8, clause 3) shall not be deemed to include 
the right to use lands beneath navigable waters. 
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If this provision should be enacted, it would (assuming its consti- 
peer ao halt the Government’s ph mgt for the multiple-purpose 
levelopment of the water resources of the Nation’s navigable rivers 
in order to improve navigation, control floods, impound w ‘ater for the 
irrigation of arid lands, ‘and generate electric power for agricultural, 
industrial, and domestic uses. 

The de ‘velopme nt by the Federal Government of the water re- 
sources in our navigable rivers for the purposes previously mentioned— 
a program that is ‘vital to the prosperity and welfare of the Western 
States and is also highly “orn to other parts of the country—is 
carried on pursuant to the Government’s “great and absolute” power 
under the commerce clause of ~ Constitution (United States v. 
Chandler-Dunbar Compan y, 229 U.S. 53, 62 (1913); United States v. 
Applachian Power Company, 311 UW. S. 377, 426 (1940)). That 
constitutional power includes the right to use the beds of navigable 
rivers as sites for the dams and other structures that are needed for 
the furtherance of the multiple-purpose program of water resources 
development, even though the legal title to such submerged lands is 
vested in the States through which the navigable rivers run (Lewis 
Blue Point Oyster Co. v. Briggs, 229 U. S. 82, 88 (1913); James v. 
Dravo Contracting Co., 302 U.S. 134, 140 (1937)). The legal title of 
the owner of the bed of a ns avigable river is servient to the right of 
the Government to use the bed of the stream for structures incident 
to the exercise by the Government of its power under the commerce 
clause of the Constitution (United States v. Chandler-Dunbar Co., 
supra (at p. 62)). 

Therefore, in declaring that the Federal Government’s power under 
the commerce clause of the Constitution shall not hereafter be deemed 
to include the right to use the beds of navigable rivers, this measure 
undertakes to reverse the Supreme Court with respect to a well- 
established principle of constitutional law, and thereby to halt the 
Federal Government’s multiple-purpose program of water resources 
development for navigation, flood control, irrigation, and electric 
power. Obviously, that program cannot be carried ferward unless 
the Government can use the beds of navigable rivers for the dams 
and other structures essential to it. 


X. THE “GIVE-AWAY” LEGISLATION WOULD IMPERIL THE UNITED STATES 
FISHING INDUSTRY 


Legislation proposing to convey offshore oil resources to the several 
States by quitclaiming all rights within so-called historic boundaries 
constitutes a multiple threat to the United States fishing industry. 

The industry is dependent on fisheries in the high seas contiguous to 
foreign nations for more than half the value of its production. 


Millions invested in United States fishing spre 

In 1952 its offshore catch was valued at $325 million and in 1951 at 
$345 million. 

Processing, transportation and marketing tripled these values to 
more than $1 billion annually, and gave employment not only to 
170,000 fishermen and 100,000 shore workers engaged in processing, 
but to some 300,000 persons engaged in closely allied industries such 
as boat building, net making, manufacture of processing equipment 
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and containers, and other operations directly related to the fishing 
industry. 

Estimates of those employed in the transportation and marketing 
of fisheries and products, of which the greater part are obtained from 
seas adjacent to foreign nations, are given in an article by Albert M. 
Day, Director of the Fish and Wildlife Service, published in the 1951 
annual review number of the Fishing Gazette. He said: 

About a million people—or as many as live in a city the size of Baltimore or 
Cleveland—are directly dependent to some degree on our fishery resources if we 
include the families of fishermen and shore workers. 

It is these people and their livelihood that the proposed quitclaim 
or conveyance bill would imperil. Many of them are independent 
fishermen. Others are employed by small operators. 

The 1950 catch was made from 10,500 fishing vessels of 5 net tons 
and over, 48,000 motor boats, and 34,000 other boats. 

Valuation of the aggregate of the commercial fishery resources in 
1950 has been estimated as follows: 


2) ROTOR BE DONS GWRORE Sooo a ow one cnn ncn swndcs $6, 843, 750, 000 
‘To mantlacturers and processors... ... .. - 2 noe ese ncwene 1, 690, 225, 000 
To wholesalers of fishery products... .....-----.-----------.- 1, 296, 535, 000 
ZO SONI Gr UDOTY DROGUOU.... oe occ sc cn occ ccccda 2, 238, 546, 000 

SI a ek ie ee he rin She ied ware ee 12, 069, 056, 000 


The threat to Gulf Coast fisheries 

An example of how United States fisheries can be affected by any 
divergency or presumed divergence from the 3-mile rule is the recent 
action taken by Mexican authorities in seizing United States shrimp 
boats. 

An article on the subject in the March 5, 1953, issue of the Christian 
Science Monitor reads in part: 


Mexican naval forces have seized 13 United States shrimp boats and some 50 
fishermen charged with ‘‘poaching” for shrimp in Mexican waters. They were 
brought into the port of Campeche. 

Earlier incidents of recent date involved the capture of 2 Brownsville, Tex., 
fishing boats and 9 crewmen at Tuxpan, and the seizure of 2 other vessels near 
Progresso. 

Therefore, many “shrimp boats’’ are not ‘‘a-comin’ ”’ back to their home bases 
in Florida, Louisiana, and Texas—at least not immediately. 

Individual tempers and international tensions rise as irate shrimp boat owners 
in Florida and other areas lodge complaints with the State Department in Wash- 
ngton. They hold that their boats did not violate international law. 

The Mexican press, in similarly indignant tone, loudly protests against ‘foreign 
pirates’”’ who are ‘‘stealing’’ one of Mexico’s prized “‘natural resources.”’ 

This is only the latest flareup in international feeling over the lowly decapod 
crustacean. Disputes have been almost continuous since the war. Cubans and 
Honduran fishermen have also figured in Mexican charges * * *. 

Also behind the dispute is a basic disagreement between the United States and 
Mexico over how far out from land territorial waters extend. Mexico claims 9 
miles, but the United States adheres to the 3-mile limit generally, but not uni- 
versally, agreed to. 

Our Government must insist on the rights of United States fishermen 
to follow the traditional practice of obtaining fish or crustaceans from 
the high seas beyond the 3-mile zone wherever they may find them. 

But such insistence will be difficult and final results uncertain if the 
Congress extends the Territorial waters of 3 States to 10% miles 
seaward beyond the low tide line. How can our diplomats with good 
grace argue for adherence to the 3-mile limit by other nations while 
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bound to a 10%-mile rule in waters adjacent to several American 
States? 
’ ° 2 Ty 

Dr. W. M. Chapman, special assistant to the Under Secretary of 
State, told of the seizure ‘‘on the high seas off the coast of Mexico” of 
several United States shrimp trawlers by a Mexican coast guard vessel. 
Five trawlers were seized (two escaped), their cargoes confiscated, 
nets removed, and vessels threatened with confiscation until, on 
May 3, 1950, the United States consul, under protest, paid fines 
assessed by the Government of Mexico. 

The United States vessels, as pointed out by Dr. Chapman, were 
fishing in an area in which they had been informed specifically by the 
Department of State that they, as citizens of the United States, had a 
a right to fish without permission from, or molestation by, the Mexican 
Government or any other government save that of the United States. 

Dr. Chapman concluded by saying: 

The fishery for shrimp in the Gulf of Mexico has become one of our most 
rapidly growing and valuable fisheries. New banks are being discovered one after 
the other. The rapidly expanding fishery is moving south into the high seas 
contiguous to our neighbors to the south. It is known that large unused resources 
of shrimp lie farther south waiting the harvest and going to waste each year for 
want of it. ; 

Thus if we permit the loss of our fisheries that now exist in the high seas con- 
tiguous to the coasts of foreign countries we lose the biggest half of our fishing 
industry at one stroke. 

Even this, however, is not so serious as the fact that we would at the same time 
lose the right to expand these fisheries as this Nation’s need for protein food and 
animal oils expands with our growing population. 

The food resources of our land area are strictly limited. The vast food resources 
available in the sea are only now being realized as the result of ocean research 
programs which have been going on during and since the war. Undreamed of 
new technical means are being designed and put into use to harvest food resources 
not known to mankind before. The picture of harvesting food from the sea is 
changing with such rapidity that no man can tell today what shape or volume 
it will take next year or the years thereafter. 


The threat to New England fisheries 


Mr. John J. Real appeared before the Senate Interior and Insular 
Affairs Committee during its 1953 hearings on submerged lands to 
present the problems which will confront the United States fishing 
industry if legislation extending the boundaries of the United States 
should become law. 

Mr. Real this year quoted from Dr. Chapman’s testimony of 
May 25, 1950: 

The great fisheries that have been prosecuted by New Englanders for 300 years 
lie for the most part in the high seas contiguous to the coast of Canada. All 
expansion that is anticipated lies in the direction of being farther and farther from 


our coasts, northward and eastward around the corner of Newfoundland and up 
Davis Strait past Greenland and Laborador. 


It is important to note that New England fisheries take fish valued 
at nearly $20 million from water off Nova Scotia and Newfoundland. 


The threat to West Coast fisheries 


Mr. Real further quoted from Dr. Chapman’s testimony when he 
turned to the effect extension of our boundaries might have on the 
Pacific coast fishing industries: 

The tuna fishery has become the most valuable marine fishery of the United 
States. Nine-tenths of its yield comes from areas of the high seas which are con- 


tiguous to the 10 American Republics south of San Diego on the Pacific coast. The 
fishery is still in a rapid state of expansion both volumewise and geographically. 
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Nearly all sources of further expansion lie in the high seas off the coasts of other 
countries both in the Pacific and Atlantic * * *. [Emphasis supplied.] 

* * * In the Pacific Northwest we have valuable fisheries for salmon, halibut, 
various ground fish, albacore and other fishes in the high seas contiguous to 
British Columbia. Our Pacific fisheries are expanding outward into the multi- 
tudinous islands of Oceania, which are under the jurisdiction of many nations 

The value of the tuna pack has increased from $19,397,887 in 1941 
to a record peak of $113,000,833. Tuna brought to California ports 
accounted for $98,021,745 of this value; that brought to Washington, 
Oregon, or Hawaiian ports for $12,623,184. 

A preliminary review of landings at San Pedro, Calif., places the 
value of the catch brought to that port alone as $38,000,000, and to 
the port of San Diego as $17,000,000. 

Salmon fisheries are also very important to the Pacific Northwest. 
A portion of the Puget Sound fishing fleet, consisting of some 200 
boats and 1,500 fishermen, fish for salmon, halibut, and bottom fish 
off the coast of Canada, but outside the 3-mile limit. Value of the 
catch originating in waters off the Canadian coasts approximates 
$7,500,000 annually. Much of this value is produced in the Hecate 
Straits between Queen Charlotte Island and the Canadian mainland. 
These straits vary in width to a maximum of 60 miles. Puget Sound 
fishermen are apprehensive that any deviation from our historical 
position on fishing rights will be an open invitation to Canada to 
extend its territorial waters. 

Should Canada decide, on the basis of any action by this Congress, 
to extend its seaward boundary to 10% miles, much of the present 
fishing grounds in this area would be excluded to our fishermen. 

Periodically certain Canadians have threatened to close these banks 
to our fishing fleet, contending that the straits’ constitute inland 
waters and, as reported above, they were supported in effect by the 
Canadian Minister of Fisheries several years past. 

The position of this Canadian official, incidentally, has no counter- 
part in the United States Government, rendering it even more difficult 
for our Government to protect our fishery industry. 

A bill now before the Canadian Parliament would authorize the 
Governor of Canada to extend Canadian jurisdiction over any coastal 
waters whatsoever, irrespective of the 3-mile limit. One proposal 
would enclose all of Queen Charlotte Sound and Hecate Strait in the 
Pacific; another would include the entire Gulf of St. Lawrence. 

How, United States fishermen ask, can the United States Government 
effectively or conscientiously protest extension of seaward boundaries 
by other nations, if the Congress grants American States jurisdiction 
over the high seas to a distance of 104 miles seaward from their shores. 

Passage of the quitclaim or conveyance bill will open a Pandora’s 
box of international complications, foreseen by Assuciate Justice 
William O. Douglas in his majority opinion in United States v. Texas 
(339 U.S. 707). It stated in part: 

Today the controversy is over oil. Tomorrow it may be over some other 
substance or mineral or perhaps the bed of the ocean itself. 

And tomorrow the controversy, if this legislation is enacted, may 
be over the fish in the high seas, with foreign nations threatening the 
extinction of this industry, vital to the food supply of the Nation, and 
vital to the livelihood of a million United States citizens. 





Set HS 


SE itp AOE NAR RO 


tiga sien % 


sav 





SUBMERGED LANDS ACT 35 


XI. THE “GIVE-AWAY” LEGISLATION WOULD SET OFF A CHAIN REAC- 


TION OF OTHER “GIVE-AWAYS” OF THE PUBLIC DOMAIN 


Offshore oil cannot be considered as an isolated case. Many are 
pressuring for the Federal Government to give it away who have no 
direct interest in the coastal States or in oil alone, but who have a 
stake in the overall controversy. These are special interests who 
frankly see it as a first step in reversing a historic policy of public 
domain. Once we give away oil, the door is open to every special 
interest greedy for the Nation’s wealth. 

In the first half of the 20th century a great fight has been waged 
and won. The fight established the principle that the natural riches 
of our continent belonged to all the people. The victory had two 
aspects: a reversal of the wasteful exploitation that had seriously 
depleted the resources of the land and affirmatior that benefits from 
the natural riches be distributed fairly among all our citizens. 

We are involved in that very battle here. Offshore oil is a precious 
commodity, still unexploited, but limited in amount. The same is 
true of the natural gas beneath the sea waters. Carefully regulated 
extraction will make these treasures last longer and save great quanti- 
ties from total dissipation through careless methods. As a Nation 
we learned the conservation lesson the hard way after losing many 
of our other precious resources. No provision whatever is made 
under the “give-away”’ bill for uniform, in fact for any protective regu- 
lation at all, of oil and gas extraction. We may be reminded what 
serious results this irresponsible attitude can bring by reviewing the 
sad lessons of our other resources. Before permitting the first step to 
be taken in giving over public wealth to special interests, it would be 
well for all to understand the meaning of the people’s stake in our 
natural wealth. 

One hundred and sixty million people own some 409 million acres 
of land in this country—just under one-fourth of our national area, 
and about 360 million acres in Alaska. The value of this land has 
been estimated at well over a trillion dollars. 


Lands held in public trust to save the basis of our wealth 


First let us remember just why we own this land, what the situation 
was when we allowed our natural riches to waste with startling rapidity 
by those who grabbed, spoiled, and ran. 

By the turn of the century, for example, 800 million acres of original 
virgin forest had been reduced to 200 million. Erosion, rape of 
mineral resources, were the rule. To deal with the drastic situation 
Republican President Theodore Roosevelt set up an Inland Waterways 
Commission which reported to him in May 1907: 

Hitherto our national policy has been one of almost unrestricted disposal of 
natural resources. * * * Three consequences have ensued: 

(1) The unprecedented consumption of natural resources. 

(2) Exhaustion of these resources, to the extent that a large part of our 
available public lands have passed into great estates or corporate interests. 

(3) Unequalled opportunity for private monopoly. (See appendix A.) 

A year later President Theodore Roosevelt convened the governors 
of the States and said to them: 

The occasion for meeting lies in the fact that the natural resources of our country 


are in danger of exhaustion if we permit the old wasteful methods of exploiting 
them longer to continue. 
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We are coming to recognize as never before the right of the Nation to guard its 
own future in the essential matter of natural resources. In the past we have 
admitted the right of the individual to injure the future of the Republic for his own 
present profit. This time has come for a change. As a people we have the right 
and duty * * * to protect ourselves and our children against the wastefi| 
development of our natural resources (appendix A). 

There was no dictation, no Federal mandate. The governors of the 
States themselves, realizing the seriousness of the depletion of our 
resources and their own inability to cope, issued at that time a declara- 
tion asking for help from the United States Government. They 
declared: 

We agree that the sources of national wealth exist for the benefit of the people, 
and that monopoly thereof should not be tolerated. We declare the conviction 
that in the use of the natural resources our independent States are interdependent 
and bound together by ties of mutual benefits, responsibilities and duties * * *, 

We especially urge on the Federal Congress the immediate adoption of a wise, 
active, and thorough waterway policy. We recommend the enactment of laws 
looking to the prevention of waste in the mining and extraction of coal, oil, gas and, 
other minerals with a view to their wise conservation for the use of the people 
and to the protection of human life in the mines. 

Let us conserve the foundations of our prosperity (appendix A). 


Let us today recall what might again come to pass, what once 
did come to pass when in 1908 all the States had to plead for a united 
policy against the loss of the basis of our national wealth. Let us 
guard against ill-considered inroads of our public lands. Let us not 
permit a few men in a hurry to persuade leaders from all the States 
to reverse a policy of conservation their own governors once requested 
with such urgency. 

Public lands serve all the people 

Forest lands—There are about 160 million acres of national forest 
in the continental United States. An additional 20 million acres are 
located in Alaska. These are about one-fourth of all forestlands 
today. Instead of the waste that cut our virgin forests down to 
one-fourth in the early years of our Republic, we now have regula- 
tions that keep the land regularly reforested; as trees are cut down 
others must be planted. Moreover, the Federal Government puts 
up the large sums of money to build access roads into deep forests, 
which in turn permits small timber companies to share in the cutting, 
while the Government is repaid from their fees. Out cutting and 
replanting and access policies are improved, but nowhere near what 
they should be. 

Grazing lands.—Some 280 million acres or about half of our conti- 
nental Government owned lands serve for crop grazing. Regulations 
as to numbers of animals and seasonal directives preserve this land 
for continued good grazing. Constant rehabilitation preventing 
erosion, drought, etc., maintains this land in good order for the 
benefit of all cattlemen, large and small. 

Minerals.—In the early part of the century Republican President 
William Howard Taft established a Bureau of Mines and withdrew 
from public sale considerable areas of oil, coal, and timberland. This 
began a policy that, in contrast to the overcentralized development 
of the coal mines in the hands of a few big interests, soon put under 
Federal regulation great values of minerals. It is estimated that today 
the Federal Government owns 111 trillion cubic feet of gas, 324 billion 
tons of coal, 4 billion barrels of oil, and 130 billion barrels of oil in 
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the form of shale. Such fuels must last us forever, and by regulation 
they are extracted with care from the earth. It was with luck we 
discovered that priceless uranium existed on public lands. No one 
would ask that all benefits of uranium, vital in atomic production, 
be turned over to special interests. 

Power projects —The Federal Government has put to work vast 
sums in harnessing power from the natural forces of our continent. 
Some $3% billion of Federal money ($600 million of this in the Ten- 
nessee Valley Authority) is invested in power projects and irrigation 
plants. Millions of acres of productive farmland, reclaimed grazing 
land, hundreds of millions of dollars’ worth of productive decen- 
tralized private industrial enterprise have resulted from these great 
projects that no private wealth could have underwritten. The all- 
important ‘preference clause” assures the widespread distribution of 
the benefits of these public investments by giving the first chance to 
the organizations that serve the public, suc h as munic ipalities, Navy 
installations, rural electric co-ops. The great atomic plants at 
Hanford and Oak Ridge were possible only with the power made 
available by public projects. 

Is the job finished? 

The facts give little backing to those who say that public domain 
may have been necessary once, but is no longer necessary. The truth 
is we are still short of many vital resources, and looking to future 
increasing needs, we must save many resources from imminent deple- 
tion. Vast sums will be needed as in the past; private sources cannot 
supply them all. 

(a) We are facing a serious wood shortage. Industrial demands 
require almost double the current supply, and yet we are already 
overcutting our forest lands. The Materials Policy Commission 
report of 1952 estimated that replanting and woodland manage- 
ment for the near future ought to have an additional public annual 
investment of $77 million plus a capital investment of $360 
million. 

(b) We are facing crop shortages. The Materials Policy Com- 
mission estimated that by 1975 we shall need 42 percent more 
produce from the land than in 1950. Some 115 million acres of 
cropland are going to be lost to us in another decade from erosion; 
this is about one-fourth of our potential good cropland. Another 
115 million acres need treatment within the next 3 decades. 
Investment of some $7 billion is needed here in the next 30 years. 

(c) We need more meat. Our meat-eating population is 
expanding rapidly. Cropland of perhaps 100 million acres is 
already lost, but with the investment of perhaps $1 billion over 
the next decade, may be saved for good pastureland. We must 
drain swampland, prevent incipient dustbowls,: to keep and 
expand pastureland for meat animals. 

(d) We are short of energy. Our demands for fuel and elec- 
tricity are increasing so rapidly that the Materials Policy Com- 
mission estimated that the 1950 supply would need to double by 
1975. Today we are already net importers of oil. Our kilowatt 
potential of hydroelectric energy lies somewhere between 60 
million kilowatts and 105 million kilowatts. Tremendous invest- 
ment must be made to raise us from the position of less than 15 
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million kilowatts today. The cheapest developments have been 
built; those to be built will cost more. Our situation is urgent 
We must conserve and expand all sources of energy. 


Who is after the public domain? 


The public domain is not sacrosanct. Only as long as the people 
are deriving benefits should lands and material remain in the hands 
of the Federal Government. What is important is that special 
interests do not make inroads in the public domain when the people 
will stand to lose. But already many special groups are preparing 
a chain reaction of inroads on valuable public projects; all they await 
is the giveaway of the offshore oil lands, and they feel the first step 
has been made away from the policies set by Theodore Roosevelt 
and William Howard Taft. 

1. The electric-power companies are leading the attack against 
the preference clause; in fact, some are asking that the actual 
poneaes be sold to private interests. This would mean that 

anks, corporations, insurance companies, and wealthy indi- 
viduals, a tiny percent of all citizens, would get more than 75 
percent of property built from the taxes of all the people. They 
could set their own rates, choose their own customers, and insure 
no prior right to organizations that represent all the people. We 
are not in the field of idle threats here. Members of Congress 
have already made speeches suggesting that great public enter- 
prises such as TVA be turned over to private interests. Few 
voices, if any from any walk of life in the Tennessee Valley itself, 
echo this attack against the basis of productivity and progress 
in the area—which has, indeed, also benefited the whole Nation. 

2. The chambers of commerce are joining the fight to ‘“‘free’’ the 
rangelands. They complain that under Didere regulation de- 
signed to save the ranges, the large cattle owners cannot graze 
their cattle when they please. Associations representing the 
large woolgrowers and cattle grazers are in the fight which would 
help the large growers and squeezé out the small-business men. 
They are asking, not for ownership, but for title “in perpetuity” 
to lands they use to advantage but not license today. 

3. Already there is legislation before the Senate asking that all 
mineral rights be turned over from the United States to individual 
States. 

4. Private forestry interests are making wild attacks on Gov- 
ernment policies, claiming that despite the figures of our forests 
cut to one-fourth of the original size by 1900, that President 
Theodore Roosevelt’s aide, Gifford Pinchot, combated “fa non- 
existing forest famine in the States.’”’ The prohibitive price of 
lumber today is indication enough of the extent of our timber 
shortage. 

5. From many sides the special interests cry ‘‘Socialism.” 
This is nonsense. The policies were initiated by staid Republican 
Presidents and governors. Even today the benefits from public 
projects are so great that the Republican 80th Congress renamed 
Boulder Dam ‘‘Hoover Dam.”’ Moreover, all manner of private 
business worth billions of dollars flourishes in our country today 
on the base of economically distributed natural resources. 
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Oil is no exception. It needs a uniform conservation program 

Let us be sure before we give away the public domain for which we 
fought so hard, that it is no longer needed to serve the people in the 
two ways in which we agree is to our best national interest: (1) Con- 
serves and utilizes to advantage the resources of our land and (2) 
assures that the benefits of our resources be distributed fairly among 
all the people. 

Offshore oil, taken as an isolated case, demands public care on both 
scores. (1) To prevent waste and hasty overuse, standards must be 
established. The States provide absolutely no unified set of regula- 
tions and standards for the extraction of this wealth. We have no 
assurance that special interests cannot at some time press through 
hasty or wasteful methods to despoil the great treasure. (2) And the 
benefits from offshore oil and gas we all know to be vast. The public 
has serious need of these benefits. Our deficit is large; we cannot 
afford the schools our children deserve. There is no reason here to 
alter our historic policy that the benefits of the natural wealth of the 
continent be distributed fairly among all the people. 


Let us not reverse the progress made in conservation 

If we let offshore oil go, we reverse the few good chapters of our 
conservation history, and open the door for the attack on our whole 
public domain. 


Part 3—TueE ANDERSON SUBSTITUTE SHOULD Br ApopTrep 


XII. WHAT THE ANDERSON BILL PROVIDHS 


Senator Clinton P. Anderson has introduced S. 107 in order to give 
effect to the three Supreme Court rulings which aver that the coastal 
States do not own, and never did own, the lands underneath tbe 
open ocean adjacent to their coasts, but that the i ederal Government, 
by reason of constitutioral responsibility for external affairs, has 
“paramount rights” in such lands. 

No legislation providing for the administration of these areas and 
the development of their vast oil and gas deposits has been enacted. 
S. 107 provides the legislative authority for development of these oil 
and gas reserves by the Federal Government through the Department 
of the Interior—the agency which has responsibility for oil and gas 
development on Federal lands within the borders of the States. 

S. 107 specifically: 

(1) Permits immediate resumption of oil and gas development in 
the ocean-submerged areas under the administration of the Secretary 
of the Interior, but only in conformance with specific standards set 
by the Congress. 

(2) Gives full and complete protection to all holders of bona fide 
leases issued by the States or any political subdivision of the States 
respecting the areas and permit them to continue in accordance with 
their terms. 

(3) Gives the States a generous share, 37% percent, of the revenues 
from oil and gas operations within their State boundaries, which by 
definition extend 3 miles from mean low tide. 

(4) Confirms the titles of the States to all lands beneath their 
rivers, lakes, ports, and harbors—to all lands beneath inland navi- 
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gable waters; that is, including lands covered by the ebb and flow of 
the tides, namely “‘tidelands”’ proper. 

(5) Grants ownership to a State or its political subdivision of 
filled-in, reclaimed, or made lands when such work was authorized 
and undertaken for a public purpose. This applies both to existing 
areas within that category and also constitutes a grant of future title 
to the States. 

(6) Gives the States an unquestioned right to control the develop- 
ment and taking of fish, oysters, sponges, kelp and the like within 
their State boundaries. 


XIII. THE ANDERSON BILL WOULD PROTECT THE RIGHTS OF THE STATES 


The Anderson bill states unequivocally that the United States has 
no right, title, or interest in lands beneath navigable inland waters 
and that the respective States own these lands. Thus, the Anderson 
bill gives legislative affirmation to the 108-yvear-old rule that the indi- 
vidual States have unquestioned ownership of lands beneath their 
inland navigable waters. This legislation settles any question regard- 
ing the intentions of the Federal Government toward inland waters, 
and quiets all fears as to investments made in and upon such lands, 


Great Lakes 

The Anderson bill defines the term “inland waters” specifically to 
include the waters of Lakes Superior, Michigan, Huron, Erie, and 
Ontario to the international boundary. It confirms the existing 
rights of the eight Great Lakes States to the beds of thé lakes which 
they border up to their international boundaries. In spite of the fact 
that an international boundary line runs through most of the Great 
Lakes, the only approach to the lakes is through an inland water, and 
no other nation except Canada has any right there. Two Supreme 
Court decisions, Jllinois Central Railway v. Illinois and Mass. v. 
New York, and numerous statements by Federal officials leave no 
real doubt that the Great Lakes are inland waters. 5S. 107 utterly 
destroys the propaganda to the contrary. 


Lakes, rivers, and streams 


The Anderson bill quitclaims to the States the bottoms of their navi- 
gable lakes, rivers, and streams. 


Bays, ports, and harbors 

The Anderson bill defines the term “inland waters”’ to include ports, 
harbors, and bays landward of the ocean. It confirms the rights of 
the States to such harbor and terminal developments as those at 
Seattle, San Francisco, Los Angeles, Mobile, Norfolk, New York, and 
Boston which have all been determined to be within inland waters. In 
the case of bays and estuaries, the United States position is that those 
less than 10 miles wide are inland waters. One of the recognized ex- 
ceptions to the 10-mile rule is the “historical bays’’; Chesapeake, 
Boston, and Delaware Bays are historical bays and the United States 
accepts them as inland waters. In the brief filed by the Federal 
Government in the California case, attention is called to the existence 
of historic bays and Chesapeake Bay is cited as the prime example. 








SUBMERGED LANDS ACT 


Filled or reclaimed lands 


The Anderson bill recognizes and confirms the rights of any State 
to title and ownership of “the surface of filled-in, made, or reclaimed 
land on the Continental Shelf. Thus specific protection is afforded 
such waterfront beach developments as those of New York, New 
Jersey, and Florida. 

Furthermore, the bill confirms and recognizes the rights of the 
States to the surface of submerged lands of the Continental Shelf 
which in the future become filled, made, or reclaimed for recreation or 
other public purpose. Thus, the bill seeks to release any rights that 
the United States may have to artificially filled beaches. 

All of the filled areas in such cities as Boston, Mobile, San Francisco, 
and New York are clearly within inland navigable waters. In spite 
of repeated assurances by representatives of the United States, certain 
municipalities seem to fear that a cloud has been placed on their 
rights and investments in such lands. This section has been drafted 
explicitly to allay such fears. 

Docks, jetties, piers, and wharfs 

The Anderson bill reaches beyond inland waters to confirm State, 
municipal, or individual control of docks, piers, wharfs, jetties, and 
other such structures built on the submerged lands of the marginal sea. 

Actually most of the structures and other developments undertaken 
by the States and municipalities upon submerged lands are situated 
within inland waters. However, a comparative sly few structures such 
as piers, wharfs, and docks have been extended seaward into waters 
of the marginal sea. This section explicitly confirms rights granted 
heretofore by the States in connection with the erection of such 
structures. 

Marine, animal, and plant life 

The Anderson bill gives to the States the unquestioned right to 
regulate, manage, and administer the taking, conservation, and devel- 
opment of all fish, shrimp, oysters, clams, crabs, lobsters, sponges, 
kelp, and other marine animal and plant life within the area of the 
submerged lands of the Continental Shelf lying within the seaward 
boundary of any State, in accordance with applicable State law. 


XIV. THE ANDERSON BILL WOULD PROTECT THE RIGHTS OF THE FEDERAL 
GOVERNMENT 


To sovereignty over territorial waters 

The Anderson bill, unlike the quitclaim bills, does not attempt to 
give to the coastal States jurisdiction and control over extensive areas 
of the open ocean. S. 107, while allowing the development of the 
offshore areas, adheres completely to the judicial ruling of the Supreme 
Court that the Federal Government has “paramount rights’’ in and 
control over these waters. 


To rights to minerals on the Continental Shelf 


The Supreme Court has held that the Federal Government has 
control over the, resources in the ocean-submerged lands, and the 
Anderson bill keeps such control in the Federal Government, where the 
Supreme Court has ruled that it always has been since the beginning 
of our history as a Nation. 
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To conduct forergn affairs 

The Anderson bill does not in any way interfere with the traditional 
right of the Federal Government to conduct the foreign affairs of the 
Nation insofar as the establishing of our national sea boundaries is 
concerned. The quitclaim bills provide for a formal recognition, in 
some areas, of a State and hence a national boundary far in excess of 
the 3-mile boundary. Thus, the United States would be making a 
delegation or abdication to a group of States of the powers and respon- 
sibilities of the National Government with respect to external affairs, 
Recognition of such boundaries would inevitably lead to other nations 
extending their national boundaries and further complicating the 
relationships between nations. S. 107 does not change existing law, 
does not change our national policy, and does not take anything away 
from anybody. 


XV. THE ANDERSON BILL WOULD CONTRIBUTE TO PROMPT DEVELOPMENT 
OF OIL FOR NATIONAL DEFENSE 


Much less future litigation likely 

The Anderson bill would give an immediate, equitable solution to 
the so-called tidelands problems and permit immediate development 
of those oil-rich areas in the national interest. There are many who 
believe that the Federal Government cannot give away what it holds 
as incident of its national external sovereignty. A legislative act 
attempting to do so would probably be immediately challenged in the 
courts, and finally end up with another review before the Supreme 
Court. This could require many years to complete. In the mean- 
time there should be interim operation of these lands, and S. 107 is 
designed to permit such interim operation without attempting to 
decide the major question of final ownership of these areas. 


Provides for development of full Continental Shelf 

The Anderson bill, without modifying any existing legal rights, 
offers an immediate solution to the problem by providing that develop- 
ment of the offshore petroleum and gas deposits be undertaken by the 
United States Department of Interior in conformity with standards 
set by Congress. New leasing, under competitive bidding, is au- 
thorized on the Continental Shelf area. 


Provides a basis for sound national defense policy on petroleum 

The Anderson proposal provides for immediate development of the 
oil-rich submerged lands, thus assuring the United States of a greater 
reserve of this most important commodity. In the event of a national 
emergency, or if current imports of oil from other nations should be 
cut off, the United States will have an increased reserve of petroleum 
from which to fill its domestic and defense needs. 


XVI. THE ANDERSON BILL PROTECTS LEGITIMATE RIGHTS OF STATE 
LEASEHOLDERS AND FEDERAL LEASE APPLICANTS 


State leaseholders 

The Anderson bill gives full and complete protection to all holders 
of bona fide leases issued by the States or any political subdivision 
of the States respecting the ocean-submerged areas and permits them 
to continue in accordance with their terms. 
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Federal lease applicants 

At this time, some nine lawsuits are pending in Federal District 
Court in the District of Columbia awaiting the outcome of the 
Supreme Court’s decision as to the boundary line in California. 
Once this State-Federal boundary line is known, then it can be 
determined judicially whether the areas in issue in these nine cases 
are the property of the State of California—that is, that they are 
beneath inland waters—or whether they are in the area to which the 
Federal Government has paramount right; namely, the open Pacific 
Ocean. In this latter event, it will be up to the Court to decide 
whether the Federal Mineral Leasing Act applies to the undersea 
areas under Federal control as it does to the upland areas under 
such control. 

In addition to applicants under the Mineral Leasing Act, there is 
the matter of holders of scrip certificates. Under quitclaim legisla- 
tion both the scrip holders and the applicants under the Mineral 
Leasing Act would be put out of court, in effect. It deprives them 
of any vested property rights they may have. S. 107 gives full 
protection to these applicants and takes nothing away feom them. 


Part 4—Tue Hit “Ort ror Epucation’’ AMENDMENT SHOULD 
Br ADOPTED 


XVII. WHAT THE HILL AMENDMENT PROVIDES 


The Hill amendment is brief and simple. 

It consists of the following two sections (to be inserted at the 
appropriate places in the Anderson substitute) : 

(2) All other moneys received under the provisions of this Act shall be held in 

a special account in the Treasury during the present national emergency and, 
until the Congress shall otherwise provide, the moneys in such special account 
shall be used only for such urgent developments essential to the national defense 
and national security as the Congress may determine and thereafter shall be used 
exclusively as grants-in-aid of primary, secondary, and higher education. 

(3) It shall be the duty of every State or political subdivision or grantee thereof 
having issued any mineral lease or grant, or leases or grants, covering submerged 
lands of the Continental Shelf to file with the Attorney General of the United 
States on or before December 31, 1953, a statement of the moneys or other things 
of value received by such State or political subdivision or grantee from or on 
account of such lease or grant, or leases or grants, since January 1, 1940, and the 
Attorney General shall submit the statements so received to the Congress not 
later than February 1, 1954. 


XVIII. THE HILL AMENDMENT RECOGNIZES THE SERIOUS NEED FOR AN 
IMPROVED EDUCATIONAL SYSTEM 


The “oil for education” amendment dedicates the revenues from 
the Nation’s undersea oil and gas deposits first to the urgent needs of 
national defense during the present emergency and then to be used 
exclusively for grants-in-aid to primary, secondary, and higher edu- 
cation. 

In connection with its consideration of the “oil for education” 
amendment, the committee heard expert testimony concerning the 
financial plight of the Nation’s grammar schools, high schools, and 
colleges, ind of the unsuccessful efforts of the States and local com- 
wiainetias unassisted to catch up with a 20-year lag in school construc- 
tion, and to meet the vastly increased financial needs of our growing 
school population. 





44 SUBMERGED LANDS ACT 


It was demonstrated to the committee that deficiencies in our 
school system and in the education of our people are having serious 
effects upon our national-defense program and our national security. 
The crisis in education 

The evidence presented to the committee shows that our education 
system today faces its most severe crisis in our history. The physical 
condition of our schools and school plants is in so many ways dilapi- 
dated. Our school population is increasing at a rapid, indeed an 
almost overwhelming, rate, and our underpaid teachers are leaving 
the field of education in order to find jobs that will maintain them and 
their families at an American standard of living. Today we must 
sadly admit that the school teachers and the boys and girls who are 
studying in our schools are to an alarming degree the forgotten people 
We are crowding our children into bursting and obsolete classrooms, 
into dangerous, inadequate, and unsanitary buildings. We are paying 
our teachers too little and working them too hard. We are failing to 
train and prepare needed recruits for the teaching profession. 

This is not a temporary or short-run condition. The measures 
which we have taken to meet it are not adequate. Competition with 
industry and defense-related jobs has taken many of the best teachers 
from the classrooms. Many communities are scraping the bottom 
of the barrel to get even inadequately prepared teachers. Schools 
are not being built fast enough to meet the needs of a rapidly expand- 
ing enrollment and the education of children is being impaired because 
of inadequate buildings, poorly trained teachers and double sessions, 
or part-time instruction. 


Teacher shortage serious 


Observing the teacher shortage in the United States, Dr. McGrath, 
head of the United States Office of Education, recently had this to say: 


A grave threat to our schools is the alarming shortage of fully qualified teachers 
Our schools employ the services of the country’s largest professional group 
more than 1 million persons. It takes a lot of new recruits each year just to 
replace those who leave the profession through resignation and death. Conserva- 
tive estimates of the annual need merely to maintain normal ratios between 
supply and demand of teachers put the figure at about 95,000. In addition, 
the number of children to be taught swells each year, and by the end of the 
decade the normal needs for replacement of public school teachers will be 110,000 
per year. (See appendix E.) 


Dr. McGrath continues: 


For the elementary schools, the number of qualified teachers now available 
annually is only one-third of the number needed. The result is either the employ- 
ment of a poorly qualified or unqualified teacher on an emergency certification, 
or the doubling up of classes and the gross overloading of teachers. 


Rural schools are hardest hit 
Speaking of rural schools, Dr. McGrath said: 


The preponderance of emergency certifications issued of necessity to poorly 
qualified persons are issued for teachers in our rural schools. It is too great a 
compliment to the sons and daughters of the farms to say that they can be edu- 
cated just as well as c‘ty children, with less able teachers. 


We are guilty of shocking neglect of our teachers. We have never 
given them the recognition, the appreciation and the financial security 
they deserve. Poorly paid even before World War II, their situation 
is much worse today. iy 


heir earnings have not kept pace with earnings 
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in general. Rising costs have forced thousands upon thousands of 
teachers from the classrooms out of economic necessity, and they are 
still leaving. The drain is greatest among our best trained teachers. 

Teacher-training colleges cannot even begin to meet the huge 
demand for teachers from the dwindling graduating classes, as young 
people abandon their teaching ambition in the face of economic 
necessity. 

Teacher pay lowest of all 

The deplorable state of teacher income is revealed in a recent survey 
by the National Education Association. The NEA survey shows 
how we have let our teachers drop to the absolute bottom of the 
economic ladder. Teachers are now the lowest paid of all employed 
groups in America. 

That this fact is best known by our young people who are preparing 
to earn a livelihood is indicated by the following article which appeared 
in the New York Times of February 1: 

Last week disturbing evidence came to light to uphold the thesis that superior 
high-school graduates shy away from teaching. The annual report of the Edu- 
cational Testing Service at Princeton, N. J., presented evidence that men who are 
preparing to be teachers are, as a group, the poorest students of all those attending 
colleges and universities. 

Best talent shuns teaching 

The Princeton Service, headed by Dr. Henry Chauncey, administers the 
College Entrance Examination Board tests and most of the recognized examina- 
tions on the higher education level. About a year ago the armed services asked 
the board to give the draft deferment tests to young men in college who are of 
military age. In 1951-52 the bureau gave more than 400,000 tests as part of its 
Selective Service College Qualification Test program. The results are startling, 
to say the least. It was found that students in education—those men who were 
preparing to be teachers—did worse on the tests than any other group of students. 

As we read these findings, can we fail to comprehend that these are 
our future teachers, the people we must depend upon to endow our 
children with knowledge and teach them to think? 

Do we forget that the teacher is the central figure in the education 
process? 

For many hours of the day, we entrust the minds and the character 
of our most precious resource, our children, to the teacher to mold the 
children for the responsibilities of manhood and womanhood. Inevi- 
tably, the character and influence of the teacher are woven into the 
character of the entire Nation. 


Young teacher graduates abandon profession 


Not only are we losing teachers out of the classrooms. Not only is 
enrollment in teacher-training classes dwindling rapidly. Not only 
are we failing to attract the best young brains into teacher colleges. 
But increasing numbers of our young teacher graduates are failing to 
taking up teaching. This story is told in a very revealing article by 
Dr. Samuel Engle Burr, chairman of the department of education at 
American University in Washington, D. C, 

Dr. Burr’s article was based on his survey of teacher graduates 
from that institution since the fall of 1947. The survey reveals that 
only 55 percent of the graduates in education actually hold teaching 
positions and that 25 percent are working in some field other than 
that for which they are especially trained. The article lists the 
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following as among the types of employment in which some of the 
young men who prepared for the teaching profession are earning 
their livelihood—public relations counselor, grocer, importer and dis- 
tributor of books, curios and art materials, magazine sale promotion 
representative, statistical draftsman, payroll clerk, and music cata- 
loguer in a library. 

It appears that all these types of employment pay better salaries 
than does teaching or offer other advantages such as greater oppor- 
tunity for advancement, better working conditions or employment in 
a favored locality. 


Teachers turn to outside work 


Interesting results were published of a survey by the Beta Fiecld 
Chapter of Phi Delta Kappa by Mr. Adolph Unruh in the Phi Delta 
Kappan. The question studied was, ‘‘How many male teachers in 
the city and county of St. Louis, Mo., find it necessary to supplement 
their regular income from teaching by doing other kinds of work?”’ 

The survey revealed that only 8 percent of the male teachers 
supported themselves and their families by teaching alone. Ninety- 
two percent hold supplementary jobs or their wives work, or they 
have some income which is independent of their earnings in the field 
of education. 

The article lists over 100 kinds of employment performed by these 
male teachers in addition to regular teaching. It is interesting to 
note the wide range of jobs that these men are performing after school 
is over in the afternoon, for as long as an 8-hour shift. It would seem 
that few of the outside jobs bear any real relationship to their spe- 
cialized work as a teacher or to their specialized training for their 
profession. 

The jobs vary from bowling alley manager to frozen custard stand 
operator to short-order cook. Fifty-two percent reported that they 
felt the extra hours detracted from their effectiveness in teaching. 

The only way that we shall be able to meet the unprecedented de- 
mand for teachers and the cry for competency in the classroom is to 
halt the alarming drift away from the teaching profession and train 
more teachers. This means that we will have to stop regarding teach- 
ing as a second-class or, should we say, a last-class profession, and pay 
our teachers adequately. 

Shortage of school buildings severe 

Now let us look at the facts on the shortage of school buildings. 

Evidence gathered by the committee shows that the need for school- 
house construction today is without precedent in the history of the 
Nation. In the 10-year period from 1920 to 1930, the enrollment in 
public and nonpublic elementary and secondary schools increased by 
slightly more than 5 million (5,028,182). In the decade from 1948 to 
1958 the increase will be doubled that amount (10,152,000). The 
tide of war-born babies is engulfing the lower grades, and it will move 
right on up through the elementary and high schools. Classrooms 
must be provided for these children, and they must be provided n now 
not 20 years from now. 


School construction lagged for 20 years 


If we had only this population increase to face, the situation would 
be serious enough; but it is doubly difficult to find room for these new 
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millions of children because for 20 years there was a marked decline in 
school construction. During the 1930 decade schoolhouse construc- 
tion lagged far behind the needs, largely due to a shortage of local funds 
during the depression years. Even a considerable amount of Federal 
assistance through public works programs was not enough to keep pace 
with the need. During the 1940 decade the backlog of need continued 
to grow as the school construction lagged further behind, Throughout 
the war years shortages of labor and materials made it difficult to hold 
to even a normal program of maintenance. For this reason deprecia- 
tion was accelerated. School construction remained at a low level 
until 1948, and it was not until 1950 that the annual rate of expenditure 
for school construction reached the average for the 1920’s. By 1950 
it was estimated that the national backlog of need was more than 
250,000 classrooms. 


Construction needs placed at $10.7 billion 

The Second Progress Report of the School Facilities Survey which 
is now being made by the Office of Education estimates the total cost 
of the Nation’s school plant needs as of September 1952 to be $10.7 
billion. With the increased enrollments now evident, and taking 
into consideration regular replacements for obsolescence, it may be 
estimated that by 1958 a total of 600,000 additional classrooms will 
be needed, and that the cost will be between 18 and 19 billion dollars 
(in 1951 dollars). 

These statistics as to classrooms and dollars ought really to be 
understood in terms of children. The situation is already critical to 
a very high degree. In far too many communities, classrooms are so 
overcrowded as to make effective teaching almost impossible. School 
basements, apartment house basements, empty stores, garages, 
churches, and even trailers are being utilized to take care of the 
overflow. In many instances school authorities are having to resort 
to half-day and even third-day sessions to carry the load. 


Unsafe and unsanitary buildings 


Furthermore, United States Office of Education surveys show that 
1 out of 5 schoolhouses now in use should be either abandoned or 
extensively remodeled. Many of them are fire hazards—wholly un- 
safe for school use. Others are so obsolete in structure and design 
as to be completely unsuited for today’s educational needs. Still 
others are so lacking in sanitary conveniences as to constitute a health 
menace. 

Miss Selma Borchardt, vice president of the American Federation 
of Teachers, called the plight of the Nation’s schools “shocking” and 
told the committee that: 

Forty four percent of all elementary school buildings now in use, ‘housing 27 
percent of all elementary pupils, are held to be unfit and unsatisfactory for class- 
room use. 


Sanitary facilities are lacking for over a million school children 
Adequate medical facilities are lacking in 85 percent of the schools. 


The Nation’s public elementary and secondary school population 
needs additional floor space equal to a 1 -story building 52 feet wide 
extending from New York City to San Francisco, Calif. This amount 
of floor space equals the total residential housing space in a city the 
size of Philadelphia, Pa. 
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The effect upon the child 


The U. S. News and World Report, in an editorial entitled ‘Schoo! 
Jamming: Worst Ever,” sums up for us the following effects upon our 
children of the severe classroom and teacher shortages: 

Makeshift classrooms—in store buildings and other unsatisfactory structures— 
for 1.8 million pupils. 

ang days—so that 2 or 3 classes may use the same room—for more than | 
muon, 

Fire danger to 6.4 million in buildings that do not meet minimum standards 
of safety against fire. 

“Little red schoolhouse” training for 1.9 million in 1-room, 1-teacher schools, 

Overcrowding for 14 million who find 30 or more classmates in their classrooms. 
Among them are 800,000 in rooms with 50 or more. 

The Educational Policies Commission, representing the National 
Education Association and the American Council on Education, sees 
these additional effects upon the child: 

Overcrowded schools, with their part-time classes, overworked teachers, mass 
instruction, and watered-down programs produce effects which are not always 
immediately observable, but are nonetheless serious. Pupils do not learn 
the things they should, and they master less well the things they do learn. 

Relations between home and school are weakened, and the well-balanced 
development of children is prevented. Ingenious administrative arrangements to 
utilize every building to the limit are helpful, but they are no substitute for the 
careful ministrations of a teacher who has time to teach each child well. Fitness 
for freedom is not mass-produced. 

We cannot forget that educational benefits once lost can never be 
reclaimed. When a child loses a day or a week or a year of his 
schooling, he has lost it forever. If our schools are forced to continue 
to resort to such expediencies as one-half-day and one-third-day 
sessions, if we continue to send many of our children to be taught 
by ill-prepared and incompetent teachers, the damage can never be 
repaired. 

Needs of higher education 

We are also facing a critical situation in the field of higher educa- 
tion. Income from gifts and endowments is off sharply, as is student 
enrollment. The New York Times survey shows that the financial 
plight of America’s 1,900 institutions of higher- learning has grown 
worse. One out of every three liberal arts colleges is operating in 
the red. Faculties have been reduced in many institutions. Some 
of them have begun to lower academic standards to keep their 
campuses open. ‘Tuition rates have risen to new peaks. 

Dr. Louis A. Wilson, New York State commissioner of education, 
declares that the colleges and universities in the Empire State, in 
common with those in the rest of the country, have critical financial 
problems, with inflation throwing out of balance the economic basis 
upon which they have operated. He declares further, a substantial 
number of our institutions are facing the most severe crisis of their 
entire history. In a few brief years we shall find the same conditions 
of overcrowding and swollen enrollments in our colleges as we now 
have in our elementary and secondary schools, and our colleges will 
face the compelling necessities of this situation with their finances in 
a depleted condition. 


High tuition rates a bar to college training 


Tuition rates have pushed so high that the board of trustees of New 
York State University last month called for a downward revision in 
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tuition and other fees at the State institutions to prevent forcing many 
young men and women out of school. 

In citing the need for an “equitable tuition and fee policy,” the 
trustees had this to say: 

Behind State University of New York is a conviction that there must be broad 
opportunities for higher education. 

The opportunities should be available to every young man and woman capable 
of benefiting from a high order of intellectual and technical disciplines. One of 
State university’s duties is to open doors for able young people who, in the absence 
of such a publie university, could not take advantage of opportunities of higher 
learning. 

Completely aside from the question of the necessity for preparing 
our young men and women to be good citizens and to earn a livelihood, 
we are here posed with the question of providing for the future military 
security of our Nation, and the crisis in our educational system, is 
already imperiling that ‘security. 

No member of the Senate is unaware of the enormous rate of rejec- 
tion of men under selective service for educational deficiencies during 
World War II. By the time the submerged lands legislation was 
considered on the floor of the Senate last year, over 300,000 had been 
rejected for illiteracy and educational deficiencies since the fighting in 
Korea began. This is the equivalent of over 17 infantry divisions, 
and, doubtless, the number has climbed much higher by this time. 
For, certainly, little has been done to correct the situation. 


Education and national security 


It is not necessary to belabor for the Senate the relationship of 
education to national security. The plain fact is that we need more 
specialists of every kind—more scientists, more chemists, physicists, 
more doctors, more professional and business leaders, more agricul- 
turists and more engineers. 

The shortage of engineers and scientists is a source of growing 
anxiety for defense mobilization officials. 

Defense officials have declared that to bring the United States to 
a maximum military strength, there must be a tremendous accelera- 
tion in the training of scientists and engineers. They point out that 
a speedup in research and industrial technology is an integral part 
of the defense program and that, therefore, scientific development 
which normally would have been spread over a decade has had to be 
telescoped into less than half that time. 


Impact on defense production 

The Director of Defense Mobilization reports that— 

Acute shortages are continuing among highly skilled professional, scientific, 
and technical workers needed in defense and essential civilian industries. Under 
full mobilization, the lack of such workers would be critical. There are now 61 
occupations on the critical list for which demand is greater than supply. The 
numbers now enrolled in college courses or taking other types of training are not 
sufficient to meet future needs. 

The Engineering Manpower Commission of the Engineers Joint 
Council warned last month that industrial production and expansion 
which the council said had been hampered for the past 2 years by a 
serious shortage of engineers and scientists will continue to be held 
back this year from attaining full output of civilian and defense 
materials. 
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Nation short 40,000 engineers 


Voicing the same concern over the shortage of engineers, Mr. May- 
nard M. Boring, personnel manager of the General Electric Co. and 
member of the American Society for Engineering Education, recently 
told an Armed Forces conference that, if the shortage in industry con- 
tinues, defense contracts might have to be extended or canceled. 

He said that a survey group in studying demand had questioned 
357 industrial companies and Government agencies and found that 
the country was short about 40,000 engineers. 

To understand the tremendously increased demand for engineers, 
we have but to note, for example, that construction of a B-17 bomber 
in World War II took 350,000 engineer man-hours, whereas today’s 
B-36 takes exactly 10 times as many man-hours, 3,500,000. 

Based on a comprehensive survey of the Nation’s scientific and pro- 
fessional manpower resources, the National Manpower Council reports 
that ‘‘one of our most dangerous shortages may come to be a shortage 
of brains at the frontiers of human knowledge.’’ The Council found 
that only 1 in 4 Americans of college age have any college education, 
ranging from 1 in 10 for South Carolina to 1 in2 for Utah. The prin- 
cipal reasons for the low utilization of college training were found to 
be poor high schools and a lack of finances. 

The same deep concern over our waste of manpower was expressed 
to the committee by Dr. John K. Norton, head of the department of 
educational administration, Columbia University, and former Chair- 
man of the Educational Policies Commission when President Eisen- 
hower and Dr. Conant of Harvard were members of the Commission. 
Dr. Norton declared that: 


We have about a 50-percent educational system in the products it turns out 
and in the support it receives today. 


He continued: 


More than half of the children who enter at the first grade fail to finish high 
school. Perhaps even more important in terms of its effects upon our preparedness 
is the fact that only half of our top talent, those who get high marks in high 
school, who pass intelligence tests, who it is generally agreed could do college 
work and do it well, actually do so. 

We are wasting one-half of our top talent in terms of giving them substantial 
professional, technical or vocational training. 


XIX. THE HILL AMENDMENT RECOGNIZES THE HISTORIC POLICY OF 
USING PUBLIC LANDS FOR EDUCATIONAL PURPOSES THROUGHOUT 
THE UNITED STATES 


The proposal follows historic precedent 


The oil-for-education amendment proposes no new departure into 
uncharted seas. It is simply a continuation of one of our oldest and 
wisest national policies—the use of public lands and the revenues 
therefrom for educational purposes, for the benefit of the whole 
Nation. 

From earliest beginnings in colonial times, many of the Colonies 
earmarked public lands for the establishment and support of schools. 
The earliest case was in Virginia in 1618. Colleges started with the 
aid of land grants in the various Colonies include “Har vard, in Massa- 
chusetts; William and Mary, in Virginia; Yale, in Connecticut; 
Princeton, in New Jersey; and others in South Carolina and Georgia. 


(68d ate HR 





<thaed 





eee 














SUBMERGED LANDS ACT 


Not for the few, but for all 

After the American Revolution, we were faced with a situation which 
was similar in some respects to the present demands of the three coastal 
States for the national property in the submerged lands lying beyond 
the low-tide mark. Individual States laid claim to the territories 
west of the Appalachians. But Congress wisely withstood these 
claims of the few and, in 1780, passed a resolution containing a pledge 
that these western lands would be disposed of for the benefit of all 
the people. 


Public lands for education 

In 1785 and 1787, ordinances were passed by the Congress which 
specifically set aside every 16th section of the public lands west of 
the mountains for the establishment and maintenance of schools. 
In speaking of the Ordinance of 1787, Daniel Webster declared: 


I doubt whether one single law of any lawgiver, ancient or modern, has produced 
effects of more distinct, marked and lasting character than the Ordinance of 
1787 * * * it set forth and declared it to be a high and binding duty of the 
Government to support schools and advance the means of education. 

In certain contracts for the sale of public lands in 1787 and 1788, the 
Congress again designated lands to be used for the establishment and 
support of schools and universities. 

In 1802, the Congress took action in continuation of ‘the national 
policy of support for education initiated 17 years earlier. With the 
admission of Ohio to the Union in that year, the Congress set aside 
lands in townships for school support. As other States formed from 
the public domain were admitted, the land grants for schools were 
continued. New States also received lands for the endowment of 
universities. Many of our great State universities were started with 
the aid of such grants. 


Grants for’ schools doubled and redoubled 


In 1848, the land grants to new States for school purposes were 
increased to 2 sections in each township, and in 1896 the grants were 
increased to 4 sections in each townsbip. 

Congress also made other grants of land, such as saline and swamp- 
land, for various purposes, including education. States were per- 
mitted and, in some cases, directed to use for schools a part or all of 
the funds derived from these grants. 

All of these actions by Congress clearly reflected the declared policy 
that the public lands were a public trust to be used in the national 
interest. 

The schools that were established benefited not alone the States in 
which they were located but the whole Nation as well. 


All States share in land revenues 


Furthermore, the funds derived from the sale of public lands by the 
National Government went into the general funds of the Treasury and 
served the whole population. In the early days, such revenues con- 
stituted a large part of the income of the National Government. In 
further support of the view that revenues from public lands were 
common treasure, the Congress in 1837 distributed among all the 
States over $28 million of surplus funds in the Treasury. The surplus 
was largely derived from land sales. The States utilized a considerable 
portion of the money for schools. 
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In 1841 the Congress passed an internal improvement act and 
provided for the distribution of the proceeds from the sale of public 
lands among the several States and Territories. Here again, portions 
of the money were used for schools. 


The Morrill Act and land-grant colleges 


In 1862, Congress passed the historic Morrill Land Grant College 
Act, signed into law by President Abraham Lincoln, granting to each 
State 30,000 acres of land or land scrip for each Senator or Representa- 
tive in Congress to which the State was entitled for the establishment 
and maintenance of colleges for the benefit of agricultural and 
mechanical arts. Every State in the Union has shared in these grants. 


Not just land, but land revenues 


After the land-grant colleges had become fairly well established 
throughout the Nation with the assistance provided by the land grants 
under the Morrill Act, many of the States experienced difficulty in 
supporting these colleges. In a number of subsequent acts, Congress 
provided for the further endowment, support, and extension of the 
services of these institutions with funds derived from public lands. 

Among these were the Hatch Act of 1887 for the establishment and 
support of agricultural experiment stations at land-grant colleges and 
the Second Morrill Act of 1890 for the permanent endowment and 
support of land-grant colleges. 

The Homestead Act of 1900 provided that in case the annual sales 
of public lands were not sufficient to cover the Federal payments to 
the land-grant colleges and experiment stations, the deficiency should 
be made up from other Federal funds. 


The endowment magnificent 


Benefits accruing to the Nation from this fruitful and farsighted 
policy of educational endowment have been great beyond measure. 
The grant of 175 million acres for primary, secondary, and higher 
education has been called the “endowment magnificent.”’ 

Dr. Norton of Columbia University told the committee that the 
land grants constituted ‘“‘the greatest gift to the development of 
education in the history of the whole world.” This statement by 
one of the Nation’s foremost authorities on education, who served as 
Chairman of the Educational Policies Commission when President 
Eisenhower and Dr. Conant of Harvard were members, was followed 
by his estimate that enactment of legislation of the type proposed by 
the “oil for education’ amendment “would represent an exhibition of 
statesmanship equivalent to what was done in 1785, 1787, 1862, and 
the other great landmarks in the leadership of the Federal Govern- 
ment in developing education in this country.” 


Adopt “‘oil for education”? amendment 


Of course, we do not suggest that the ‘‘oil for education” proposal 
will prove a cure-all for every ill and every need that vexes our educa- 
tional institutions, but we do feel that the revenues which will eventu- 
ate from the development of these resources can contribute importantly 
to meeting the needs. 

Let us not be less wise and foresighted than those early statesmen 
who seized similar opportunities to dedicate great national resources 
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for education to the benefit of our country and of succeeding genera- 
tions, including our own. 
The “oil for education” amendment should be adopted. 


xX. IT RECOGNIZES THE SERIOUS TAX BURDENS NOW FACED BY STATE 
AND LOCAL GOVERNMENTS 


Senator Hill’s “oil for education” amendment recognizes that the 
State and local governments by themselves cannot do the entire job of 
financing the needed improvements in America’s educational system. 

It recognizes the fact that many States do not have the taxable 
wealth to produce needed revenues, that in many areas of the country 
real estate is already overburdened with local taxes, and that new 
sources of revenue for educational purposes are needed. 

It therefore provides that the royalties received from offshore oil 
and gas resources “‘shall be held in a special account in the Treasury.” 
Except to the extent that Congress may, during the present 
emergency, draw upon this fund for “urgent developments essential 
to the national defense and national security,” these revenues “shall 
be used exclusively as grants-in-aid of primary, secondary, and 
higher education.” 

This legislation is extremely generous to the three coastal States, 
California, Louisiana, and Texas. Each of them would receive 37% 
percent of the royalties collected from the Federal lands within the 
3-mile limit off their coasts. 

As is pointed out in section III, the most conservative estimate of 
the value of the offshore resources is $50 billion. This could provide 
an income of at least $6.25 billion for educational purposes. 

Yet it has also been demonstrated that the value of these resources 
is probably much more than $50 billion. As pointed out in section 
III, the inclusion of Alaskan oil reserves and Texan sulfur and the 
taking into account of probable price increases raise the total value 
to $186 billion. This could provide an income of more than $23 
billion for educational purposes. 

James E. Murray. 
Cuiinton P. ANDERSON. 
Henry M. Jackson. 
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APPENDIX A. THE CASE FOR UNITED STATES CONSERVATION 
1. Humanity’s Basic ProsLeM: THE SuppLy oF Naturat RESOURCES 
(Breaking New Ground, by Gifford Pinchot, 1947, pp. 323-325) 

FROM SEPARATED COLONIES TO UNITED STATES 


The American Colonies, like the Government bureaus which have to do with 
the various natural resources, were founded at different times, for different reasons, 
and by different kinds of people. Each Colony, from Georgia to New Hampshire, 
dealt with nature in a somewhat different form. Each had to face a problem 
unlike the problems of all the others, and each was itself unlike all the other 
Colonies. 

Before the Declaration of Independence they were so many weak and separate 
twigs. Could we have become what we are today if the Thirteen Colonies had 
remained independent, self-sufficient little nationlets, quarreling among them- 
selves over rights, boundaries, jurisdictions, instead of merging into a single nation 
with a single Federal purpose? 

The mere fact of union produced something different and unknown before. 
Here were new purpose and new power, and a future infinitely greater than any- 
thing 13 separated Colonies could ever have lived to see. Union did not wipe out 
the 13 separate charters of the 13 separate States, but it did bind them together 
into the strength of the new Nation. 

I. Pluribus Unum is the fundamental fact in our political affairs. FE Pluribus 
Unum is and always must be the basis in dealing with the natural resources. 
Many problems fuse into one great policy, just as many States fuse into one 
great Union. When the use of all the natural resources for the general good is 
seen to be a common policy with a common purpose, the chance for the wise use 
of each of them becomes infinitely greater than it had ever been before. 


CONSERVATION IS THE KEY 


The conservation of natural resources is the key to the future. It is the key 
to the safety and prosperity of the American people, and all the people of the 
world, for all time to come. The very existence of our Nation, and of all the 
rest, depends on conserving the resources which are the foundations of its life. 
That is why conservation is the greatest material question of all. 

Moreover, conservation is a foundation of permanent peace among the nations, 
and the most important foundation of all. But more of that in another place. 

It is not easy for us moderns to realize our dependence on the earth. As 
civilization progresses, as cities grow, as the mechanical aids to human life in- 
crease, we are more and more removed from the raw materials of human exist- 
ence, and we forget more easily that natural resources must be about us from 
our infancy or we cannot live at all. 

What do you eat, morning, noon, and night? Natural resources, transformed 
and processed for your use. What do you wear, day in and day out—your coat, 
your hat, your shoes, your watch, the penny in your pocket, the filling in your 
tooth? Natural resources changed and adapted to your necessity. 

What do you work with, no matter what your work may be? What is the 
desk you sit at, the book you read, the shovel you dig with, the machine you 
operate, the car you drive, and the light you see by when the sunlight fails? 
Natural resources in one form or another. 

What do you live in and work in, but in natural resources made into dwellings 
and shops and offices? Wood, iron, rock, clay, sand, in a thousand different shapes 
but always natural resources. What are the living you earn, the medicine you 
take, the movie you watch, but things derived from nature? 
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What are railroads and good roads, ocean liners and birch canoes, cities and 
summer camps, but natural resources in other shapes? 

What does agriculture produce? Natural resources. What does industry 
manufacture? What does commerce deal in? What is science concerned with? 
Natural resources. 

What is your own body but natural resources constantly renewed—your body, 
which would cease to be yours to command if the natural resources which keep it 
in health were cut off for so short a time as 1 or 2 percent of a single year? 

There are just two things on this material earth—people and natural resources. 

From all of which I hope you have gathered, if you did not realize it before, that 
a constant and sufficient supply of natural resources is the basic human problem 


2. Tue Birtu or TWENTIETH CENTURY CONSERVATION 
(Breaking New Ground, by Gifford Pinchot, pp. 344 to 355) 
THE CONFERENCE OF GOVERNORS OF 1908 


Minerva, you will recall, was born full-armed from the head of Jove. Unlike 
the Goddess of Wisdom, the conference of governors, unquestionably Wisdom’s 
child, was a gradual growth. It began in a mission by F. H. Newell on board the 
river steamer Mississippi, during the Commission’s high-water trip down the 
Father of Waters in May of 1907. Newell proposed that the Commission should 
hold a conference on natural resources during the coming winter in Washington. 
His idea was approved by the Commission, was made public by Chairman Burton, 
and Burton and Pinchot were appointed a committee to bring the matter to the 
President’s attention ‘‘as an expression of the view of the Commission, leaving 
him to decide how the call shall issue.”’ 

During the following summer Newlands, McGee, Newell, and I prepared the 
iraft of a program for the proposed conference. They, but not I, also attended a 
meeting of the National Irrigation Congress, at Sacramento, where they learned 
that the Lakes-to-the-Gulf Deep Waterway Association expected to bring together 
at its coming Memphis convention a score or more of governors. 

Accordingly it was decided that the conference ought to be primarily a con- 
ference of governors, with such experts and others as might be desirable. 

To that T. R. agreed. And the draft of his coming Memphis address announced 
that the Inland Waterways Commission would, with his approval, call a con- 
ference of governors and experts on the conservation of natural resources in 
Washington during the coming winter. But it did not happen that way. 

On the President’s trip down the Mississippi in the autumn of 1907, the Com- 
mission, after consulting the twenty-odd governors present, asked the President, 
in a formal letter, to call the conference himself. he letter, which was written 
by McGee, gave these as among the reasons for such a conference: 


Report of the Inland Waterways Commission 


“Hitherto our national policy has been one of almost unrestricted disposal of 
natural resources, and this in more lavish measure than in any other nation in 
the world’s history; and this policy of the Federal Government has been shared 
by the constituent States. Three consequences have ensued: First, unprece- 
lented consumption of natural resources; second, exhaustion of these resources, 
to the extent that a large part of our available public lands have passed into 
great estates or corporate interests, our forests are so far depleted as to multiply 
the cost of forest products, and our supplies of coal and iron ore are so far reduced 
as to enhance prices; and third, unequaled opportunity for private monopoly, 
to the extent that both the Federal and the State sovereignties have been com- 
pelled to enact laws for the protection of the people.”’ 


Speech of Theodore Roosevelt, 1907 


Later in the same day, October 4, 1907, T.R., with his usual prompt decision, 
made the announcement in his Memphis address: 

“As I have said elsewhere, the conservation 6f natural resources is the funda- 
mental problem. Unless we solve that problem it will avail us little to solve all 
others. To solve it, the whole Nation must undertake the task through their 
organizations and associations, through the men whom they have made especially 
responsible for the welfare of the several States, and finally through Congress and 
the Executive. As a preliminary step, the Inland Waterways Commissio. has 
asked me to call a conference on the conservation of natural resources, including, 
of course, the streams, to meet in Washington during the coming winter. I shall 
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accordingly call such a confererce. It ought to be among the most important 
gatherings in our history, for none have had a more vital question to consider, 

The conference was all that T.R. foresaw. Not only did it bring together, for 
the first time in our history, the governors of the States and Territories to con. 
sider a great common problem with each other and with the President, but it was 
undoubtedly the most distinguished gathering on the most important issue ever 
to meet in the White House, or indeed, with 1 or 2 exceptions, anywhere in the 
United States. 

In November T.R. invited the governors, each with three advisers, to attend 
the conference: All the governors accepted. In December the great nationa| 
organizations concerned with natural resources, some three score and ten j: 
number, were asked to be represented by their presidents, and half a hundred 
general guests were added. Earlier invitations had been sent to all Senators and 

tepresentatives of the 60th Congress, Justices of the Supreme Court, and mem. 
bers of the Cabinet. The Inland Waterways Commission, of course, was included, 

Five outstanding citizens were chosen to represent the people of the United 
States. They were William Jennings Bryan, thrice candidate for President; 
Andrew Carnegie, foremost steel magnate of his time; John Mitchell, foremost 
labor leader of his day; James J. Hill, builder of the Great Northern Railroad; 
and ex-President Cleveland whom illness kept away. 

Responsibility for the details of the governors’ conference fell to a conference 
committee (appointed October 5) consisting of McGee, who pulled the laboring 
oar, Newell, and me, to which we added Tom Shipp, whom we had chosen to be 
secretary of the conference. Throughout the winter and into the spring, the 
committee met almost daily in an upper room in the Cosmos Club. 

Together we prepared the syllabus for the conference, under the three main 
heads of mineral resources, land resources, and water resources. Yet for the 
syllabus, as for choosing the experts to speak and for much besides, McGee was 
mainly responsible. 

The four special guests were anxious for help in preparing their speeches. So 
were other speakers. We were equally anxious that they should say what needed 
to be said. Accordingly McGee wrote how many speeches for how many speakers 
I can no longer recall. But it was an astonishing number, and every one of them 
clicked. 

What was far more important, a draft of T. R.’s opening speech had to be made 
For that again, McGee was chiefly responsible. But as so often happened, T. R. 
declined to be bound by what others wrote, and added no little by his own hand. 

The most essential thing our steering committee had to do, however, was none 
of these things. Its main purpose and responsibility was to see that the confer- 
ence put conservation before the American people as what it was, and is, and 
always will be, the central and most vital material problem of the human race, 

One special danger faced the conference. Speechmaking governors are notori- 
ously short of terminal facilities. Here would be not only governors by the dozen, 
but also leaders in every walk of life, men with the habit of having their say and 
saying it out. Three days would be nothing like time enough for all of them to 
talk as much as they would want to talk. Therefore, a limit had to be set and a 
plan devised to confine each speaker to the time allotted him. 

The plan we hit upon was this. In the East Room of the White House, behind 
the stage from which the speakers spoke, were hidden a bell and a man to ring it. 
T. R. announced, after his opening statement, that 20 minutes would be the time 
allowed to each, and that the bellringer would ring his bell 3 times when only 3 
minutes of the allotted 20 remained, and again twice when the time was up. 
Throughout the conference the only man who disregarded the ringing and talked 
beyond the rule was Jim Hill. He took no orders from any bell. 

On the morning of May 13, 1908, the conference opened with prayer by the 
Reverend Edward Everett Hale, Chaplain of the Senate. Then the President 
spoke. What follows is condensed: 


Speech of President Roosevelt to the Governors, 1908 


“So vital is this question (of conservation), that for the first time in our history 
the chief executive officers of the States separately, and of the States together 
forming the Nation, have met to consider it. It is the chief material question 
that confronts us, second only—and second always—to the great fundamental 
question of morality. 

“The occasion for the meeting lies in the fact that the natural resources of our 
country are in danger of exhaustion if we permit the old wasteful methods of 
exploiting them longer to continue. In the development, the use, and therefore 
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the exhaustion of certain of the natural resources, the progress has been more 
apid in the past century and a quarter than during all preceding time of which 
whl ave record. 

‘ ae has supplied us, and still supplies us, more kinds of resources in a more 
lavish degree than has ever been the case at any other time or with any other 
people. Our position in the world has been attained by the extent and thorough- 
ness of the control we have achieved over nature; but we are more, not less, 
dependent upon what she furnishes than at any previous time of history since 

1e e di iys of primitive man, 

‘All these various uses of our natural resources are so closely connected that 
they should be coordinated, and should be treated as part of one coherent plan 
and not in haphazard and piecemeal fashion. 

“No wise use of a farm exhausts its fertility. So with the forests. We are over 
the verge of a timber famine in this country, and it is unpardonable for the 
Nation or the States to permit any further cutting of our timber save in accordance 
with a system which will provide that the next generation shall see the timber 
increased instead of diminished.”’ 

Then, after quoting the United States Supreme Court to show that the people 
h oo the right he claimed for them, the President concluded with this expression 
of the highest statesmanship: 

“Finally, let us remember that the conservation of our natural resources, though 
the gravest problem of today, is vet but part of another and greater problem to 
which this Nation is not yet awake, but to which it will awake in time, and with 
which it must hereafter grapple if it is to live—the problem of national efficiency, 
the patriotic duty of insuring the safety and continuance of the Nation. 

| wish to take this opportunity to express in heartiest fashion my acknowledge- 
ment to all the members of the Commission. At great personal sacrifice of time 
and effort they have rendered a service to the public for which we cannot be too 
grateful. Especial credit is due to the initiative, the energy, the devotion to 
duty, and the farsightedness of Gifford Pinchot, to whom we owe so much of the 
progress we have already made in handling this matter of the coordination and 
conservation of natural resources. If it had not been for him this convention 
neither would nor could have been called.”” (I hope you will agree that it would 
have taken superhuman fortitude on my part to leave that last sentence out.) 

The President went on: ‘‘We are coming to recognize as never before the right 
of the Nation to guard its own future in the essential matter of natural resources. 
In the past we have admitted the right of the individual to injure the future of the 
Republic for his own present profit. The time has come for a change. As a 
people we have the right and the duty, second to none other but the right and duty 
of obeying the moral law, of requiring and doing justice, to protect ourselves and 
our children against the wasteful development of our natural resources, whether 
that waste is caused by the actual destruction of such resources or by making 
them impossible of development hereafter. 

T. R.’s epochal declaration fits like a glove the situation in which we and all 
other nations find ourselves today. In this atomic age it is even truer than it 
was when he made it, nearly 40 years ago. 

Having thus for the first time introduced the policy of conservation to the 
Nation and the world, T. R. suggested the appointment of the five Governors 
whom McGee, Newell, and I had recommended for the Committee on Resolu- 
tions, with Governor Blanchard, of Louisiana, at their head. They were elected 
unanimously. And so ended the first session which had assured the success of 
the conference. 

The second began with a paper by Andrew Carnegie, who spoke of iron, and 
included discussion by John Mitchell, who spoke of coal, John Hays Hammond, 
Klihu Root, then Secretary of State, and several governors. 

The third dealt with the natural wealth of the land. James J. Hill opened 
the discussion. R. A. Long, an outstanding lumberman, entered a plea in con- 
fession and avoidance. And the rest of the session was mainly devoted to forest 
conservation. 

The fourth session began with an address by ex-Gov. George C. Pardee, of 
California, one of the best friends conservation ever had. He spoke on irriga- 
tion and forestry and was followed by H. A. Jastrow, president of the National 
Livestock Association, who discussed the grazing of sheep and cattle on the 
public lands, and described the handling of the national forests on the Forest 
Service as “‘a splendid example of successful and practical management.” 

In such a meeting on such a subject as conservation, dissent on some details 
was inevitable. Devotion to the doctrine of States rights, which is still the 
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darling of the great special interests, was voiced by Governor Brooks, of Wyoming 
by Governor Gooding, of Idaho, who Cemanded the transfer of the national 
forests and called it the levying of tribute. Jim Garfield answered him in 
firm but conciliatory statement, which completely disposed of Norris’ argument 
although probably not to Norris’ satisfaction. 

The general tone, however, was of overwhelming approval. Far more was 
well and wisely said than I can report here. Governor Folk, of Missouri, expressed 
the evident conviction of the conference when he declared, ‘‘This meeting 
worldwide in its influence.” 

Next to the President’s address, which set the pace, the high point of the 
conference was the declaration of the governors. Its wisdom in policy and 
clearness of statement were due mainly to Governor Blanchard and to Dr. Meee. 
who, as recording secretary of the conference, sat with the Committee on Resoli- 
tions and was very largely respousible for its admirable report. 


The declaration of the governors, 1908 


The declaration said: 

“We, the governors of the States and Territories of the United States of 
America, in conference assembled, do hereby declare the conviction that the great 
prosperity of our country rests upon the abundant resources of the land. 

‘‘We look upon these resources as a heritage to be made use of in establishing 
and promoting the comfort, prosperity, and happiness of the American people, 
but not to be wasted, deteriorated, or needlessly destroved. 

‘‘We agree that the great natural resources supply the material basis on which 
our civilization must continue to depend, and on which the perpetuity of the 
Nation itself rests 

“We agree that this material basis is threatened with exhaustion. We recog- 
nize as a high duty the adoption of measures for the conservation of the natural 
wealth of the country. 

‘We declare our firm conviction that this conservation of our natural resources 
is a subject of transcendent importance, which should engage unremittinglv the 
attention of the Nation, the States, and the people in earnest cooperation.”’ 

And the declaration added this pregnant sentence: 

‘We agree that the sources of national wealth exist for the benefit of the people, 
and that monopoly thereof should not be tolerated.’’ 

It continued: ‘‘We declare the conviction that in the use of the natural resources 
our independent States are interdependent and bound together by ties of mutual 
benefits, responsibilities, and duties.’’ And it advocated similar conferences on 
conservation in the future. 

“We agree that further action is advisable to ascertain the present condition 
of our natural resources and to promote the conservation of the same; and to that 
end we recommend the appointment by each State of a Commission on the Con- 
servation of Natural Resources, to cooperate with each other and with any similar 
commission of the’ Federal Government. 

‘We urge the continuation and extension of forest policies adopted to secure 
the husbanding and renewal of our diminishing timber supply, the prevention of 
soil erosion, the protection of headwaters, and the maintenance of the purity and 
navigability of our streams. We recognize that the private ownership of forest 
lands entails responsibilities in the interests of all the people, and we favor the 
enactment of laws looking to the protection and replacement of privately owned 
forests. 

“We recognize in our waters a most valuable asset of the people of the United 
States. We especially urge on the Federal Congress the immediate adoption of a 
wise, active, and thorough waterway policy, providing for the prompt improve- 
ment of our streams and the conservation of their watersheds. 

‘““‘We recommend the enactment of laws looking to the prevention of waste in 
the mining and extraction of coal, oil, gas, and other minerals with a view to their 
wise conservation for the use of the people, and to the protection of human life in 
the mines.” 

The declaration ended with this memorable sentence: ‘‘Let us conserve the 
foundations of our prosperity.”’ 

There were no evening sessions. In addition to a dinner at the White House 
on May 12, the governors were guests of the Washington Board of Trade at dinner 
on the 13th, at a reception to them and the Inland Waterways Commission at 
my home, where something like a thousand guests were received by my mother 
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on the 14th, and at a garden party given by Mrs. Roosevelt to the members of the 
conference and their ladies at the White House on the afternoon of the 15th. 


Results of the governors’ conference 

The conference gave its members a conception of the land they lived in that 
was brandnew to nearly all of them. The impression it made upon them was 
profound, The governors especially came away with a conviction of national 
unity that had never dawned on most of them before. Governor Willson, of 
Kentucky, expressed the general attitude when he said: ‘‘There is not a man here, 
either gove rnor or advise r, who will not go away from here a good deal better man 
than he came. No, not one of them.” 

The governors’ conference on conservation was the first of its kind—the first 
not only in America, but in the world. It may well be regarded by future histo- 
rians as a turning point in human history. Because it introduced to mankind 
the newly formulated policy of the conservation of natural resources, it exerted 
and continues to exert a vital influence on the United States, on the other nations 
of the Americas, and on the peoples of the whole earth. 

The conference set forth in impressive fashion, and it was the first national 
meeting in any country to set forth, the idea that the protection, preservation, 
and wise use of the natural resources is not a series of separate and independent 
tasks, but one single problem. 

It spread far and wide the new proposition that the purpose of conservation 
is the greatest good of the greatest number for the longest time. 

It asserted that the conservation of natural resources is the one most funda- 
mentally important material problem of all, and it drove home the basic truth that 
he planned and orderly development of the earth and all it contains is indis- 
pensable to the permanent prosperity of the human race. The great truth was 
never so true as now. 

The governors’ conference put conservation in a firm place in the knowledge 
and thinking of the people. From that moment it became an inseparable part 
of the national policy of the United States. 

It is worth mention that this brilliant example of national foresight occurred 
not in a time of scarcity, not in a depression, but in a time of general abundance 
and well-being. 

One concrete result of the conference was its declaration, so simple, sound, and 
fine that the President himself, and not a few of the rest of us, believed it should be 
posted in every schoolhouse in the United States. 

A second consequence was that suddenly, almost in the twinkling of an eve, as 
the direct result of the conference, conservation became the characteristic and 
outstanding policy of T. R.’s administration, and has been more and more gen- 
erally accepted as such ever since. 

The third consequence, vastly more important, was that the policy of conser- 
vation was so well and wisely presented that it was instantly and universally 
accepted and approved by the people of the United States. I doubt whether any 
great policy, except perhaps in time of war, has ever been so effectively set forth 
and so generally adopted in so short a time as the conservation policy, when it 
was presented to the American people in the spring of 1908. 

A fourth consequence, not yet generally realized or fully understood, but 
destined in time to become perhaps the most vital of all, is this: The conservation 
policy, if internationally applied, provides a basic foundation for permanent 
world peace. 

The governors’ conference made front-page news all over the United States, as 
was natural, and in many other parts of the world also, while it was in session. 
Afterward followed a flood of friendly editorials and magazine articles, with only 
here and there a touch of opposition in some trade paper or from an unusually 
alert and acrimonious political opponent. The general tone was of unstinted 
praise. Conservation became the commonplace of the time. 

That is, conservation was universally accepted until it began to be applied. 
rom the principle of conservation there has never been, because there could not 

, any serious open dissent. Even when applied in practice to the other fellow, 
it was unattackable. But when it began to interfere with the profits of powerful 
men and great special interests, the reign of peace came to a sudden end. 

From that day to this, men and interests who had a money reason for doing so, 
have fought conservation with bitterness, and in many cases with success. That 
war is raging still, and it is yet very far from being won. 
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APPENDIX B. NATIONAL DEFENSE REQUIREMENTS FOR OIL 
1, MatTertats Poticy Commission Report or 1952, Excerpts 
(Vol. III, The Outlook For Energy Sources, ch. I: Oil) 

THE SITUATION IN BRIEF 


The United States is presently producing about half the world’s oil on the basis 
of less than 30 percent of the world’s proved reserves and of probably a consider. 
ably smaller fraction of the world’s undiscovered deposits (p. 2). 

The gravest problem is the threat to the wartime security of the free world 
implicit in the pattern of the world oil supply that is taking shape. The Fastern 
Hemisphere, and Europe in particular, is coming to depend on huge imports of 
oil from the Middle East, which must be considered more vulnerable to attack 
by a potential enemy than are Western Hemisphere sources (p. 2). 

Oil is even more urgently needed in war than in peace, and sources of supply 
and transportation routes may be vulnerable to enemy attack. There is accord- 
ingly required a continuously operative joint Government-industry program of 
preparedness to meet a wartime emergency. A balanced reserve capacity to 
produce oil in the Western Hemisphere, and to transport and refine it, must be 
kept in being along with an ability to expand this capacity further in wartime 
as required (p. 2). 

As free world dependence on vulnerable sources grows, emergency expansibility 
of production in secure areas must also grow. 

There are two principal methods by which this end may be achieved: first, 
proved reserves may be set aside to be used only in an emergency; second, peace- 
time oil production may be so conducted that output can be greatly increased in 
a reasonable time (p. 2). 

In particular, the development of the Continental Shelf should be so governed 
as to provide a basis for a large expansion of production in an emergency (p. 2). 


USE AND SUPPLY IN THE UNITED STATES 


Should domestic supplies of crude petroleum become inadequate and foreign 
crude supplies unavailable, the problem could be met over the long run not only 
through recourse to synthetics from oil shale and coal, * * * but also in part 
from a shift in the pattern of use. Coal, for example, could be used in many 
stationary heat and power applications, and more distillate could be used -as 
diesel fuel (p. 3). 

RESERVES AND DISCOVERIES 


The petroleum industry is confident that, given a favorable economic and 
political environment, it can continue for a long time to meet the growing demands 
upon it. It is generally accepted, however, that at some time in the future the 
job will become considerably more difficult but there is a broad difference of 
opinion as to when that time can be expected. Its approach will be indicated 
fairly well in advance by two closely related developments: (1) failure to provide 
new discoveries sufficient to support the growth of production and (2 
increased cost of discovering and developing oil relative to the general price level 
(p. 5). 

SUPPLY FOR THE FREE WORLD 


The rest of the free world consumed in 1950 only a little more than half as much 
oil as did the United States. Oil consumption can be expected to increase much 
more rapidly abroad than in the United States as the pattern of consumption 
overseas comes more closely to resemble that of this country. * * * Further- 
more coal will probably continue to be much more expensive or less freely available 
in many countries abroad than in the United States. Some important industrial 
countries will find it necessary to import large amounts of energy fuels, and 
petroleum from the Middle East is likely to be the most economical form. Con- 
sequently, the oil demand of the rest of the free world can be expected to increase 
even more rapidly than in the United States, possibly increasing between three- 
and four-fold * * * (p. 9). 

SAFEGUARDING SECURITY 


As the scale of normal peacetime consumption grows, ever greater amounts of 
oil will be required for essential civilian needs in case of-war. Moreover, the scale 
of military requirements can be expected to grow rapidly as well. At the same 
time the dependence of the free world on vulnerable supplies is also likely to 
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grow. Clearly the security problems in oil are likely to become increasingly 
difficult as time goes on * * *, 

The problem must be approached on a world-wide basis. The United States 
cannot take undue comfort from the prospect that the Western Hemisphere will 
perhaps remain self-sufficient in oil for a long time. _ Its frie nds and allies in the 
Eastern Hemisphere will become increasingly depe nd nt on the Middle East, but 
if supplies from that area should be substantially reduced in time of war, those 
allies ae then have to be supplied from the remaining sources, largely in this 
hemisphere (p. 10). 

* * * There is required the ability to achieve an extraordinary increase of 
crude oil production in secure areas, balanced with corresponding refining and 
transportation facilities first discussed (p. 10). 

It has not been possible to guarantee the availability of reserve capacity of this 
magi itu le (15 percent of annual consumption) up to now, because of the limited 
availability of steel. The oil industry has been able to obtain steel it needed to 
expand to meet rising demand, but not enough to provide a security cushion. As 

ple supplies of steel become available, however, the industry will probably be 
- ie to carry reserve capacity of 10 or 15 percent of demand, 

Beyond this reserve capacity, there must be maintained the ability to expand 
production, refining, and transportation capacity rapidly enough to meet the 
developing requirements of a war and to offset losses that may be suffered * * * 
The most important type of reserve production capacity in the long run will 
probab lv be the preservation of conditions that will permit an emergency cam- 
paign of well drilling to bring big returns in increased crude production * s @ 
as time goes on special provisions are likely to be required to insure that oe mn 
Hemisphere crude production could be expanded quickly, easily, and be a great 
amount in the event of war (pp. 10-11). 


BUILDING AN ‘“‘UNDERGROUND”’ STOCKPILE 


In theory, at least, the problem (stockpiling) could be eased by making extra 
efforts to find additional reserves prior to any emergency need and then “ster- 
ilizing’’ them, to be tapped only in the event of a national emergency * * * the 
Government’s security reserves of oil would have to be greatly enlarged to be of 
any real consequence for the future (p. 11). 

If the Government sought to build up and set aside large reserves of oil for 
possible war use, this would involve a prolonged and costly process of buying up 
private rights to established pools and could prove disruptive to the normal 
operations of the industry. Possibly a simpler course would be to set aside large 
portions of the oil lands underlying the Continental Shelf, which is still largely 
undeveloped but which is believed to contain vast amounts of oil. In either 
case, pools would have to be sufficiently drilled to determine their size and struc- 
ture and to insure that they could be put to relatively prompt use in the event of 
war (p. 11). 

The most attractive opportunity for approaching the security problem in this 
way is provided by the Continental Shelf. If private industry were permitted 
and encouraged to develop these large underwater oil resources and to overcome 
the technical difficulties involved, but in such a way as to keep the withdrawals 
at a rate that could be stepped up with reasonable speed in time of emergency, 

Nation’s security position in oil would be greatly strengthened. This could 
be accomplished by leasing arrangements (either by the Federal Government or, 
if a portion of the rights are awarded to adjacent States, then by State govern- 
ment) that would specify spacing of wells and rates of withdrawal, coupled with 
royalty charges sufficiently low to provide adequate incentive (p. 11 


CONSERVATION IN PRODUCTION 


One other major form of waste-—the drilling of too many wells—has been slower 
to feel the impact of State regulation; * * *. Little progress has so far been 
made in achieving a unified program of operations for each oil reservoir best 
fitted to the particular characteristics of that reservoir (p. 13). 

In the absence of a unified operations program it is likely that wells tapping 
pools with multiple ownership will be located improperly for maximum efficiency 
of deve lopme nt, even where regulation provide s for minimum spacing. 

The principal obstacle to unifed operation is the inevitable holdout, the lease- 
holder or royalty owner who thinks he can do better without the unit operation, 
even though the’ pool as a whole will do much better with unit operation * * *, 
It is up to the lawmakers and industry leaders to devise arrangements for achiev- 
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ing unified operating programs with proper respect for the rights of each lease. 
holder to his fair share. The problem, although difficult, does not appear 
insoluble. 

All in all, though considerable progress has been made over the past 15 years 
toward greater conservation of oil resources, much room remains for further 
progress (p. 13). 


2. Resources IN CONTINENTAL SHELF, ReporT oF TEXAS ENGINEERS ANp 
GEOLOGISTS 


[Houston Post, Oct. 26, 1952] 
Ricu TipELAND PoTENTIAL CITED 
ENGINEERS SAY ULTIMATE WORTH IS OVER $80 BILLION 


Far from being of no economic importance, the submerged lands off the shore 
of Texas are reported to hold gas, oil, and sulfur worth an estimated $80 billion. 

This “realistic forecast of the possible gross ultimate income’”’ from the recovery 
of minerals under the offshore lands was made in a report issued Saturday by 
18 Texas geologists and registered engineers. 

The report said the evaluation was made because ‘‘a confusion has been estab- 
lished in the minds of people not only by the erroneous use of the term ‘tidelands’ 
but also by an attempt to establish these offshore submerged lands to be of no 
economic importance to the State of Texas.” 

The engineers’ report, however, did not go into a legal definition of what con- 
stitutes the tidelands. 

The original boundaries established by the Republic of Texas included a sub- 
merged strip offshore, 3 leagues or 10% miles wide, running from the mouth of 
the Sabine River to the mouth of the Rio Grande. 

In recent years the Texas Legislature first claimed possession for 27 miles 
offshore, then possession out to the edge of the Continental Shelf. The United 
States Supreme Court denied all three claims, holding that the Federal Govern- 
ment had a paramount right to all submerged lands lving seaward of mean low 
tide. In general, the Gulf States claim submerged lands for 3 leagues offshore, the 
Atlantic and Pacific States for 3 miles. 

The Texas claim to the 3-league strip included in the original boundary of the 
Texas Republic has become a hot issue in the presidential campaign. Gov. 
Adlai Stevenson, the Democratic candidate, has said he agrees with Mr. Truman, 
who twice has vetoed congressional action which would have restored the strip 
to Texas. 

Gen. Dwight D. Eisenhower, the Republican candidate, has said he favors 
State ownership of the tidelands. 

The engineers’ report, pointing out that loss of the tidelands means a real loss 
of large sums of money to Texas and Texans, concludes with these words: 

“If the ownership to these potential oil, gas, and sulfur reserves is seized and 
nationalized by the Government in Washington, it not only means the loss of this 
future income to the State school fund that will have to be replaced by taxes, 
but will also remove these taxable values as a source of future ad valorem income 
required to offset the declining oil and gas values of the existing fields located on 
the adjacent onshore unsubmerged land areas.” 

The income to the Texas public-school fund would be a royalty of one-eighth 
of the income from minerals recovered from State-owned lands. 

The $80 billion estimate made by the engineers refers, however, to the income 
from those “Texas submerged-land areas, immediately adjacent to the gulf 
coastal belt of railroad commission districts 2, 3, and 4 extending for over 400 
miles along the coastline having the same geological and structural features’’ as 
the unsubmerged lands lying inward from the coast. 

This belt would extend 60 to 80 miles into the Gulf of Mexico. 

“The vastness of the oil, gas, condensate, and sulfur potentialities in this 
submerged-land area is indicated by the discoveries made on the landward portion 
of this basin,” the report states. 

As of January 1, 1952, there were 1,085 oil and gas fields producing within 4 
100-mile belt along the Texas gulf coast, it says. 

Production from these fields on that date had totaled 11.9 trillion cubic feet of 
gas, 5,046 billion barrels of oil and condensate, and 70.9 million long tons of sulfur. 

Reserves estimated to exist in those fields total 50 trillion cubic feet of gas, 
5,965 billion barrels of oil and condensate, and 50 million long tons of sulfur. 
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Adding these two sets of figures would give total discoveries of 61.94 trillion 
cubic feet of gas, 11.011 billion barrels of oil and condensate, and 120.9 million 
long tons of sulfur. 

The estimate of future reserves is conservative, the report points out, because 
it does not include 70 new fields already discovered since the first of this year. 

Assuming that the submerged lands have potentialities at least equivalent to 
the discoveries already made on unsubmerged lands, the engineers estimate the 
gross ultimate income from offshore lands in this wise: 

From the gas, at 15 cents per 1,000 cubic feet, $9.291 billion. 

From the oil and condensate, at $2.65 per barrel, $29,179,150,000. 

From the sulfur, at $25 per long ton, $3,022,500,000. 

This gives a total of $41,492,650,000. 

But, the engineers say, potential production from the offshore lands is much 
greater ‘“‘because of its greater area, better reservoir conditions, and the full use 
of modern methods of recovery.” 

Hence, the more “realistic forecast”’ is $80 billion. 

The engineers’ report says the offshore lands have been built up thousands of 
feet by sediment deposited by rivers for millions of years. 

“Folding, faulting, and uplifting through earth structural changes and pierce- 
ment by salt masses,” it said, “have resulted in the formation ot reservoirs favor- 
able for the accumulation of gas, oil, and sulfur.’’ 

Sea level has nothing to do with the occurrence of these traps and salt domes, 
it said. 

It simply has been cheaper and easier heretofore to drill on dry land. But 
with increased demand for the minerals, methods were devised for drilling under 
water. 

These underwater operations were conducted successfully off the coasts of 
Louisiana and Texas until the title to the lands was questioned by the Federal 
Government, after which all drilling was terminated on Texas submerged lands. 

These Texas offshore lands, the report says, occur along the same structural 
trends and at similar depths to the large number of oil and gas fields and sulfur 
domes now being produced in southern Louisiana ‘‘on submerged areas raised 
above sea level by the great delta of the Mississippi River and its distributaries.” 

The 18 engineers who signed the report said they functioned as Texas citizens 
in making the study as a public service. 

Houstonians who helped in the study include Alexander Duessen, Walter L. 
Goldston, Michael T. Halbouty, John 8. Ivy, and Perry Olcott. 

Others include David Donoghue and H. B. Fuqua, of Fort Worth; L. A. Douglas 
and William H. Spice, Jr., of San Antonio; George R. Gibson and Oliver C. 
Harper, of Midland; Dilworth S. Hager, of Dallas; James S. Hudnall, of Tyler; 
Charles P. MeGaha, of Wichita Falls: Vincent C. Perini, of Abilene; Harry H. 
Power, of Austin; W. Armstrong Price, of Corpus Christi; and James D. Thomp- 
son, Jr., of Amarillo. 


APPENDIX C: STATE DEPARTMENT DELINEATION OF NATIONAL 
TERRITORIAL WATERS 


1. Mr. JEFFERSON, SECRETARY OF STATE, TO Mr. GENET, MINISTER 
oF FRANCE 


GERMANTOWN, November 8, 1793. 
Sir: 

I have now to acknowledge and answer your letter of September 13, wherein 
vou desire that we may define the extent of the line of territorial protection on 
the coasts of the United States, observing that Governments and jurisconsults 
have different views on this subject. 

It is certain that, heretofore, they have been much divided in opinion as to the 
distance from their sea coasts, to which they might reasonably claim a right of 
prohibiting the commitment of hostilities. The greatest distance, to which any 
respectable assent among nations has been at any time given, has been the extent 
of the human sight, estimated at upwards of twenty miles, and the smallest 
distance, I believe, claimed by any nation whatever, is the utmost range of a 
cannon ball, usually stated at one sea-league. Some intermediate distances have 
also been insisted on, and that of three sea-leagues has some authority in its favor. 
The character of our coast, remarkable in considerable parts of it for admitting 
no vessels of size to pass near the shores, would entitle us, in reason, to as broad 
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a margin of protected navigation, as any nation whatever. Not proposing, how- 
ever, at this time, and without a respectful and friendly communication with the 
Powers interested in this navigation, to fix on the distance to which we may ulti- 
mately insist on the right of protection, the President gives instructions to thy 
officers, acting under his authority, to consider those heretofore given them as 
restrained for the present to the distance of one sea-league, or three geograp! 
miles from the sea shores. This distance can admit of no opposition, as it js 
recognised by treaties between some of the Powers with whom we are connected 
in commerce and navigation, and is as little or less than is claimed by any 
them on their own coasts. 

Future occasions will be taken to enter into explanations with them, as to the 
ulterior extent to which we may reasonably carry our jurisdiction. For that 
the rivers and bays of the United States, the laws of the several States are under- 
stood to have made provision, and they are, moreover, as being landlocked, within 
the body of the United States. 

Examining, by this rule, the case of the British brig Fanny, taken on the Sth 
of May last, it appears from the evidence, that the capture was made four or five 
miles from the land, and consequently without the line provisionally adopted by 
the President, as before mentioned. 

I have the honor to be, &e. 


Tu: JEFFERSON. 


2. Mr. JEFFERSON, SECRETARY OF STATE, TO Mr. HAMMOND, British MINISTER 


GERMANTOWN Nov. 8, 1793 

Sir,—The President of the United States thinking that before it shall be finally 
decided to what distance from our sea shores the territorial protection of the 
United States shall be exercised, it will be proper to enter into friendly conferences 
& explanations with the powers chiefly interested in the navigation of the seas on 
our coast, and relying that convenient occasions may be taken for these here- 
after, finds it necessary in the mean time, to fix provisionally on some distance 
for the present government of these questions. You are sensible that very dif- 
ferent opinions & claims have been heretofore advanced on this subject. The 
greatest distance to which any respectable assent among nations has been at any 
time given, has been the extent of the human sight, estimated at upwards of 20. 
miles, and the smallest distance I believe, claimed by any nation whatever is the 
utmost range of a cannon ball, usually stated at one sea-league. Some inter- 
mediate distances have also been insisted on, and that of three sea leagues has some 
authority in its favor. The character of our coast, remarkable in considerable 
parts of it for admitting no vessels of size to pass near the shores, would entitle us 
in reason to as broad a margin of protected navigation as any nation whatever. 
Reserving however the ultimate extent of this for future deliberation the President 
gives instructions to the officers acting under his authority to consider those 
heretofore given them as restrained for the present to the distance of one sca- 
league or three geographical miles from the sea shore. This distance can admit 
of no opposition as it is recognized by treaties between some of the powers with 
whom we are connected in commerce and navigation, and is as little or less than 
is claimed by any of them on their own coasts. For the jurisdiction of the rivers 
and bavs of the United States the laws of the several states are understood to have 
made provision, and they are moreover as being landlocked, within the body of 
the United States. 

Examining by this rule the case of the British brig Fanny, taken on the Sth of 
May last, it appears from the evidence that the capture was made four or five 
miles from the land, and consequently without the line provisionally adopted by 
the President as before mentioned. 





3. For Mr. Duties, SECRETARY OF STATE, TO SENATOR Hucnu But.er, 
Marcu 4, 1953 


DEPARTMENT OF STATE, 
Washington, March 4, 1953. 


Hon. Hucu Butter, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 
My Dear Senator Butter: Reference is made to your letter of January 28. 
1953, receipt of which was acknowledged January 30, 1953, transmitting for th 
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omment of the Department of State Senate Joint Resolution 13, to confirm and 
establish the titles of the States to lands beneath navigable waters within State 
wundaries and to the natural resources within such lands and waters, and to 
provide for the use and control of said land and resources 

' The interest of the Department in the proposed legislation is limited to the 
hearing which it may have upon the international relations of the United States. 

With respect to claims of States in the seas adjacent to their coasts, the general 
policy of the United States is to support the principle of freedom of the seas. 
Such freedom is essential to its national interests. It is a time-honored principle 
of its concept of defense that the greater the freedom and range of its warships 
and aireraft, the better protected are its security interests. It is axiomatic of its 
commercial interests that the maintenance of free lanes and air routes is vital to 
the preeminence of its shipping tonnage and air transport. And it is becoming 
evident that its fishing interests depend in part, and may come more so to depend 
in the future, upon fishing resources in seas adjacent to the coasts of foreign states. 

Pursuant to its policy of freedom of the seas, this Government has always sup- 
ported the concept that the sovereignty of coastal States in seas adjacent to 
their coasts (as well as the lands beneath such waters and the air space above them) 
was limited to a belt of waters of 3 miles width, and has vigorously objected to 
claims of other States to broader limits. In the circumstances, the Department 
is much concerned with the provisions of Senate Joint Resolution 13 which would 
permit the extension of the seaward boundaries of certain States of the United 
States beyond the 3-mile limit traditionally asserted by the United States in its 
international relations. Such an extension of boundaries would compel this 
Government, now committed to the defense of the 3-mile limit in the interest of 
the Nation as a whole, to modify thi. national policy in order to support the special 
claims of certain States of the Union, for obviously, the territorial claims of the 
States cannot exceed those of the ‘ ation. Likewise, if this Government were to 
abandon its position on the 3-mile limit it would perforce abandon any ground for 
protest against claims of foreign states to greater breadths of territorial water 
Such a result would be unfortunate at a time when a substantial number of foreign 
states exhibit a clear propensity to break down the restraints imposed by the 
principle of freedom of the seas by seeking extensions of their sovereignty over 
considerable areas of their adjacent seas. A change of position regarding the 
3-mile limit on the part of this Government is very likelv, as past experience in 
related fields establishes, to be seized upon by other states as justification or 
excuse for broader and even extravagant claims over their adjacent seas. Hence 
a realistic appraisal of the situation would seem to indicate that this Government 
should adhere to the 3-mile limit until such time as it is determined that the inter- 
ests of the Nation as a whole would be better served by a change or modification 
of policy. 

It should be noted, moreover, that the interest of the United States in resources 
in the high seas has in nowise been affected by its adherence to the 3-mile limit of 
territorial waters. The claim of the United States in the President’s proclamation 
of September 28, 1945, to jurisdiction and control of the natural resources of the 
subsoil and seabed of the Continental Shelf beyond the limit of its territorial 
waters has not been questioned. These resources were thus secured without 
recourse to an extension of its territorial waters and as a result, navigation in the 
high seas off its coasts remains free and unimpeded as befits this country’s dedica- 
tion to the principle of freedom of the seas and in sharp contrast to the actions of 
some foreign states which sought the same result by assertions of sovereignty 
over immense areas of the high seas. 

It is the view of the Department, therefore, that the proposed legislation 
should not support claims of the States to seaward boundaries in excess of those 
traditionally claimed by the Nation, i. e., 3 miles from the low-water mark on 
the coast. This is without reference to the question whether coastal States have, 
or should have, rights in the subsoil and seabed beyond the limits of territorial 
waters. 

In section 2 of the Senate Joint Resolution 13, page 3, lines 3 to 5, inland waters 
are defined as including ‘‘all estuaries, ports, harbors, bays, channels, straits, 
historic bays, and sounds, and all other bodies of water which join the open sea’’. 
This definition appears to be too broad. With respect to bays and estuaries, 
the United States has traditionally taken the position that the waters of estuaries 
and bays are inland waters onlv if their opening is no more than 10 miles wide, or, 
where such opening exceeds 10 miles, at the first point where it does not exceed 
10 miles. With respect to a strait which is only a channel of communication to 
an inland body of water, the United States has taken the position that the rules 








66 SUBMERGED LANDS ACT 


governing bays should apply. So far as concerns a strait connecting 2 seas having 
the character of high seas, whether the coasts of the strait belong to a single 
State or to 2 or more States, the United States has always adhered to the well- 
established principle of international law that passage should be free in such a 
strait and hence has maintained that its waters, even though to be 6 miles wide or 
less, cannot be inland waters. With respect to both bays and straits, of course, 
the United States has excepted the cases where, by historical usage, such waters 
are shown to have been traditionally subjected to the exclusive authority of the 
coastal State. 

The purpose of this Government in adopting such a definition of inland waters 
was to give effectiveness to its policy of freedom of the seas. The broader the 
definition of inland waters, the more the seaward limit of inland waters is brought 
forward from the coast. And since the seaward limit of inland waters is the base 
line whence the belt of territorial waters is measured, this by cumulative effect 
brings forward the outer limits of territorial waters. Of late, efforts have been 
made by some foreign states to broaden the definition of their inland waters and 
to gain control thereby of large areas of the seas adjacent to their coasts. This 
Government has opposed and continues to oppose such developments, but any 
indication on its part of a change of position, such as may be suggested by the 
broad definition of inland waters now present in the proposed legislation, may well 
encourage the growth of a dangerous trend. Hence, in the view of the Department 
it would be advisable to amend section 2 of the proposed legislation, page 3, lines 
3 to 5, as follows: 

“* * * limit of inland waters in estuaries, ports, harbors, bays, channels, straits, 
sounds and all other bodies of waters which join the open sea.” 

The Department has been informed by the Bureau of the Budget that there is 
no objection to the submission of this report. 

Sincerely vours, 
Turuston B. Morton, 
Assistant Secretary 
(For the Secretary of State). 





APPENDIX D. THE TEXAS CLAIMS 
1. HistortcaL REVIEW 


Submerged lands not included in those public lands reserved by the 1845 Act of 
Admission 


The joint resolution of March 1, 1845 (5 Stat. 797) annexing Texas to the 
United States contained a provision that the State was to “retain all the vacant 
and unappropriated lands lying within its limits, to be applied to the payment of 
the debts and liabilities of said Republic of Texas, and the residue of said lands, 
after discharging said debts and liabilities, to be disposed of as said State may 
direct * * *.” 

The marginol seas were nct considered to be within the class of ‘‘vacant and unap- 
propric ted lands.’’—It is more than clear that the purpose of retaining the vacant 
and unappropriated land was for the payment of the public debt. The commonly 
accepted definition of ‘‘public lands,” both by the Republic of Texas and by the 
United States excluded the submerged lands of the marginal sea from the general 
term of ‘public lands.” 

(A full definition of the historical use of the term ‘public lands” is developed 
in brief for the United States in support of motion for judgment, U.S. v. State of 
Texas, October term, 1949, pp. 22-34.) 

Certainly if it had been the intent of the Congress and of Texas to provide 
for the sale of submerged lands in addition to the ‘‘ vacant and unappropriated 
lands” in order to pay the publie debt, these lands would have been specifically 
mentioned. The extensive debates and correspondence which developed over 
this proposition clearly show that all parties considered the ‘‘vacant and un- 
appropriated lands” to be the equivalent of ‘‘ publie lands.” 

(a) Report of committee of Texas Constitutional Convention clearly shows sub- 
merged lands not included in its estimates.—A special committee of the Texas 
Constitutional Convention was appointed to inquire into the amount of ‘“‘ap- 
propriated and unappropriated domain * * *’ in Texas and the value of such 
lands with a view to payment of the Texas debt (appendix D-2). 

It is clear from this report that none of the lands listed included submerged 
lands of the marginal sea. It is also evident that these were “ public lands’ 
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which could be sold for settlements and farms as the population moved west- 
ward. 

“* * * one-half of this country is suitable for the occupancy of the agriculturists. 
Deducting then one-half for sterile wastes and mountain ranges * * * It would 
seem to the Committee to be the imperious duty of the Convention to reclaim from 
the unjust and unprincipled speculators, those large districts and tracts of country.”’ 
{Italics supplied. ]} 

(b) Debates in the Texas Convention clearly show that these were ‘“‘public lands”’ to 
be sold for occupancy.—Mr. Jewett of Robertson County in debating the land 
issued during the Texas Constitutional Convention clearly showed that the lands 
under discussion were for occupancy and lands where persons could locate home- 
steads or farms. He said in part: 

“The first and most sacred pledge on the part of the government, was that which 
gave the lands to the soldiers after the revolution of 1836. The Republic had then 
no money to give, and she did promise to give them all that was in her power, to 
wit, lands * * * if with an honest view of liquidating her public debt, she suspends 
these contracts, and throws open these lands to location she is but doing an act of 
justice which will remain a bright and not a dark spot on our national escutcheon.”’ 
{Italics supplied.] (Debates of the ‘Texas Convention, by Wm. F. Weeks, reporter, 
published by authority of the Convention, Houston; 1846, J. W. Cruger; pp. 
607-608.) 

In a proposed ordinance offered by Mr. Jewett providing for the settling of 
contracts for ‘“‘vacant and unappropriated lands’ the following language again 
indicates that these lands were to be used for settlements. 

‘“‘Whereas, the various contractors who have entered into contract with the 
President of Texas, for settling the vacant and unappropriated lands of the Republic, 
have generally failed in establishing their settlements, and giving that protece 
tion * * *,” (Ibid., p. 685.) [Italics supplied.] 

Mr. Lowe of Galveston, a member from the Gulf coast of Texas, indicated that: 

“We, by a solemn act of legislation, and in our Constitution first declared, that 
all the public domain should be subject to location under the claims of men, who 
participated in the revolution.”” (Ibid., p. 683.) [Italics supplied.] 

From these and many other sections of the debates in the convention it is per- 


fectly clear that the members of the convention thought of ‘‘vacant and unappro- 
priated lands” as public lands of the public domain on which settlements could 
be made. There is no mention of submerged lands or areas within the marginal 


seas. 

(c) Only recently did the commissioner of the State’s general land office include 
lands under the Gulf in accounting for the disposition of the State’s public domain.— 
The Government’s brief in LU’. S. v. Texas (340 U.S. 707) makes an analysis of the 
listings of the public domain and more specifically the land included under the 
phrase ‘‘vacant and unappropriated land.’’? The brief points out ‘‘* * * that 
until recent years the commissioner of the State’s general land office has not 
included lands under the gulf, in accounting for the disposition of the public 
domain. Thus, his 1880 report showed the total area of State’s domain as 
172,604,160 acres, comprising 151,811,390 acres already granted or reserved for 
specified purpose, 1,722,880 acres of bays, and 19,069,890 acres subject to loca- 
tion * * *, His report in 1936 estimated the total area as 170,936,080 acres, 
comprising 165,853,244 acres already surveyed and granted or reserved for 
specified purposes, 1,500,000 acres unsurveyed in ‘coastal areas, riverbeds, and 
vacancies,’ and excesses in surveys, less loss due to conflicts, estimated at 3,500,000 
acres * * *, Neither tabulation included lands below the low-water mark in 
the gulf. Such lands were not within any of the enumerated grants or reserva- 
tions; neither were they included in lands subject to location * * *. However, 
in his History and Disposition of Texas Publie Domain included in the Report 
of the Second Texas Surveyors’ Short Course, published by the general land offices 
in 1941, the commissioners gave 170,926,000 acres as the total area of the State 
to the 3-mile limit, and the total area to the 3-league limit as 172,687,000 acres 
of which 3,250,000 acres are in the submerged lands * * *. This appears to be 
his first inclusion of the gulf lands in any itemization of the State’s public domain.” 
(Brief for the United States, U7. S. v. Texas (op. cit., pp. 33-34).) 

For almost 100 years, until 1941, no mention or inclusion was made by the 
reports of the general land office of submerged lands under the sea in the Gulf 
of Mexico as being in the public domain of the State of Texas. Only recently 
has the definition of ‘‘vacant and unappropriated lands”’ been enlarged to include 
offshore submerged lands. 

Texas transferred all defense and foreign-affairs functions to the United States.— 
The joint resolution of March 1, 1845 (5 Stat. 797), contained two specific state- 
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ments which clearly indicate that the ‘‘vacant and unappropriated lands’ did 
not extend to the submerged lands of the marginal’sea. The first of these ws 
that Texas ceded to the United States “all public edifices, fortifications, barracks, 
ports, and harbors, navy and navy vards, docks, magazines, arms, armaments 
and all other property and means pertaining to the public defense belonging to 
said Republic of Texas * * *.”’ The second key provisions contained in the 
annexation resolution reserved to the United States the right to adjust ‘all 
questions of boundary that may arise with other governments.” [Italies supplied. 

(a) The marginal seas certainly were as important to the defense of Texas as the 
ports and harbors which were specifically ceded.—At the time of the negotiations 
with the United States for annexation, Texas was eager to obtain the protection 
of the United States forces in aiding in defending this territory from possible 
attack from Indians and the Republic of Mexico. The historical one ent 
of a marginal sea belt surrounding a nation was developed by international law- 
yers out of a desire to protect a country from attack from the seas. The concept 
of a 3-mile belt came directly from the fact that cannons could fire no more than 
3 miles. : 

It is only reasonable to suggest that the territoriai sea was ceded expressly as 
“other property and means pertaining to the public defense,’”’ when control of 
such seas and submerged lands was and is essential to the United States in defend- 
ing this part of the coastline. Ports and harbors which were specifically ceded 
because of their close connection with defense of the coast, would have meant 
little to the United States in providing for defense if the State of Texas was to 
reserve paramount rights for itself over the marginal sea and its submerged lands. 

“The 3-mile rule is but a recognition of the necessity that a government next 
to the sea must be able to protect itself from dangers incident to its location” 
(United States v. California (822 U.S. 19, 35)). 

(b) The United States was granted the power to adjust the Texas Seusilary in 
questions arising with other governments.—The matter of extent of territorial 
waters into the high seas is clearly a matter in which questions of boundary 
adjustment would involve other governments. The boundary clause in the 
annexation resolution was more than a mere recognition of retaining the power 
to conduct foreign affairs in the Federal Government, it was a recognition that 
the boundary question at that time was extremely important in maintaining 
peace with Mexico. The marginal sea in the Gulf of Mexico was a potential 
subject of grave international disputes involving not only Mexico, but England 
and many other countries. The concern of England over the extent of the 
marginal belt in the gulf was clearly shown by the diplomatie correspondence 
which resulted from the signing of the Treaty of Guadalupe Hidalgo (9 Stat. 922). 

In summary, it is clear that the retention by Texas of the ‘‘vacant and unap- 
propriated lands’ left no claim to the submerged lands of the marginal sea. The 
Supreme Court of Texas in 1859 clearly pointed out that in resolving intergovern- 
mental land-grant disputes of this tvpe definite consideration must be given to the 
“character of the contracting parties,” the ‘object of the party’’ seeking rights 
to the lands, the “uses and purposes to which such property * * * is to be ap- 
plied,” and ‘its immediate connexion” with the interest “of which the government 
is the protector” (City of Galveston v. Menard (23 Tex. 349, 396)). By any and 
all of these tests it must be clear that the paramount rights and control of the 
marginal belt and its submerged land was vested in the Federal Government. As 
with this and other State controversies, however, the matter has been decided by 
the Supreme Court of the United States, and Congress and the States are bound 
by that decision. 


The existence of an independent Republic of Texas before the State entered the Union 
has no bearing on this problem 


« The existence of an independent Republic of Texas and the nature of its consti- 
tution and laws have no bearing on this problem. The disposition of the terri- 
torial waters of the coast of Texas must be judged by the Constitution of the 
United States and the annexation resolution under which Texas was admitted to 
the Union. A joint resolution adopted by the State Legislature of Texas on 
April 29, 1846, makes the point self-evident (Laws Ist Tex. Legis. 155). Again, 
this assertion is simply an effort to reargue the cases already decided by the 
Supreme Court. 

Texas was not admitted to the Union by a treaty.—As a matter of historical 


interest, however, it should be noted that the initial proposal for admitting 


Texas to the Union was embodied in a treaty which was specifically rejected by 
the United States Senate (Congressional Globe, 28th Cong., Ist sess., p. 652; 
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June 8, 1844). It has been suggested that the principal reason for the Senate’s 
rejection of the treaty was the provision which would have permitted the United 
States to retain the ‘‘vacant and unappropriated lands’’ in exchange for the 
assumption of the Texas public debt. While this was no doubt opposed, the 
much broader issues leading to the rejection of the treaty included: (1) Fear 
that the treaty would result in a war with Mexico; (2) the question of slavery in 
the new State; (3) a feeling that the treaty powers were being used to initiate a 
war with Mexico; (4) the failure of France or England to interfere in the contro- 
versy; and (5) a complex political struggle for power in the Congress. Certainly 
in view of these matters the assumption of the Texas debt takes on minute 
proportions. (Smith, J. E., The Annexation of Texas, New York, 1941, Barnes 
and Noble, pp. 258-280.) 

The actual admission of Texas took place through a joint resolution providing 
for annexation. It did not have the aura of a treaty or international agreement 
between two sovereigns, and cannot be construed as having any greater legal 
status under the Constitution than similar acts of admission. 

The debates in the Texas Constitutional Convention and the journals of the conven- 
tion clearly indicate that the Government of the Republic was abolished.—Mr. Brown, 
a delegate from Colorado County to the constitutional convention in 1845, stated 
that “Without a government, they have sent us here to form one, and out of com- 
pliment to them and for the sake of democracy we are to leave them without a 
government yet”’ (Debates of the Convention, op, cit., p. 175). [Italics supplied.] 

Mr. Rusk, the president of the convention, stated that ‘‘We are making here a 
State constitution; we have acknowledged the supremacy of the Constitution of 
the United States of America” (ibid., p. 618). The chairman of the convention’s 
committee of the state of the nation, Mr. John Caldwell, stated in a letter to the 
president of the convention: ‘‘The committee on the state of the nation, to whom 
was referred the difficult and complicated task of providing for the abolition of 
the present government, and to adopt and establish in lieu thereof, a government 
for the State of Texas, as a separate and independent State of the American 
confederacy * * *” (Journals of the Convention, op. cit., p. 265). [Italics 
supplied.] 

The ordinance for the abolition of the government of the Republic of Texas 
provided in part: 

“Be it further ordained by the authority aforesaid, That to prevent inconveni- 
ence or embarrassment from resulting to the people of Texas from the change of 
the government which is about to be effected, by the abolition of the present 
existing government of the Republic of Texas, and the establishment of a State 
government * * *” (ibid., p. 269). [Italics supplied.] 

The Republic of Texas had no recognized proprietary rights in the submerged 
lands of the marginal sea, as such a concept had not been developed.—The Republic 
of Texas had no reeognized proprietary rights in the submerged lands of the 
marginal sea. (See Brief for the United States, U. S. v. Texas, op. cit., pp.44-52.) 

The government of the State of Texas can be said to have succeeded only to 
matters pertaining to the internal and domestic sovereignty, not to those matters 
covered by national external sovereignty of the United States. The matter of 
control and ownership of the marginal sea was not considered by the Republic 
of Texas to have been a function of its local branches of government. The 
control of public lands under the Republic was vested in the general land office 
which was organized on a county basis. Under the laws of Texas the county 
boundaries stopped at the shoreline. Likewise the judicial districts were organ- 
ized on county lines. Thus the control of the marginal sea could only be con- 
strued as a matter of external sovereignty, and not one of internal sovereignty. 

It is impossible to comprehend how a matter of external sovereignty resulting 
from the independence of the Republic of Texas as a member of the family of 
nations, could be retained when Texas became a State under the Federal Govern- 
ment which retains paramount rights in matters of external sovereignty for all 
the constituent States. 

Teras was admitted to the Union on ‘‘equal footing’? with the other States—The 
joint resolution of December 29, 1845 (9 Stat. 108), providing for the admission 
of the State of Texas into the Union, contains the following clause: “That the 
State of Texas sha!l be one, and 1s hereby declared to be one, of the United States 
of America, and admitted into the Union on an equal footing with the original 
States in all respects whatever.” [Italics supplied] 

There is no question that the members of the Texas Constitutional Convention 
clearly understood what this clause meant. Mr. Ochiltree said in part: 
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“* * * The people have determined from one end of the land to the other 
to go into the American Union, and to abide all the consequences of their choice. 
They ask no exclusive privileges; they would not willingly accept any privileges 
granted to them, and denied to every other member of the Confederacy.* * * 
I believe the people have determined to accomplish the great measure of annexa- 
tion at every risk, regardless of consequences” (Debates of the Convention, op, 
cit., p. 47). 

Mr. Henderson, speaking to this same point some time later in the convention 
stated: ‘‘* * * TIT can see no difference as regards the terms of the compact and 
political privileges between the admission of North Carolina then and that of 
Texas now” (ibid., p. 581). [Italics supplied.] 

The Supreme Court in the Texas case stated: 

‘When Texas came into the Union, she ceased to be an independent nation. 
She then became a sister State on an ‘equal footing’ with all other States. That 
act concededly entailed a relinquishment of some of her sovereignty. The United 
States then took her place as respects foreign commerce, the making of treaties, 
defense of the shores, and the like. In external affairs the United States became 
the sole and exclusive spokesman for the Nation. We hold that as an incident 
to the transfer of that sovereignty any claim that Teras may have had to the marginal 
sea was relinquished to the United States.’? (Emphasis supplied.] 

At one time it was claimed that the Original Thirteen States held title to the 
marginal 3-mile belt and the submerged lands. The Supreme Court has clearly 
indicated that this was not the case (U.S. v. Calif., 3832 U.S. 19; U.S. v. Texas, 
339 U.S. 707; U. S. v. La., 339 U.S. 699). Not only is a Texas claim to 3 miles 
not valid under the “equal footing” clause, but certainly a claim to 3 leagues 
would not have placed Texas on an “equal footing” had the 3-mile claim been 
held valid for the original States, 


The Treaty of Guadalupe Hidalgo did not establish the seaward boundaries off the 
coast of Texas in the Gulf of Mexico 

A major contention of those supporting the special claim of Texas to marginal 
sea belt extending 3 leagues into the Gulf of Mexico has been that this claim was 
recognized in the Treaty of Guadalupe Hidalgo between the United States and 
Mexico ratified after the State of Texas was admitted to the Union in 1845. 

The clause in question is contained in article V of the treaty: 

“The Boundary line between the two Republics shall commence in the Gulf of 
Mexico, three leagues from land, opposite the mouth of the Rio Grande, other- 
wise called Rio Bravo del Norte, or opposite the mouth of its deepest branch, 
if it should have more than one branch emptying directly into the sea.” (5 
Miller Treaties 213) (9 Stat. 922). 

This treaty established a line between United States and Mexico at only one point 
on the coast.—Reference to the map shows the exact nature of this line. The 
map contains no signs of a seaward boundary off the coasts of the United States 
and Mexico. This is clearly a boundary line between the United States and 
Mexico at 1 specific point where the 2 countries have a boundary point on the 
coast. 

Further reading of article V of the Treaty of Guadalupe Hidalgo will show 
that where the boundary line was located on the west coast of the two countries 
the line was only drawn to the coast and was not extended 3 leagues into the 
sea. The exact wording on the western boundary is “* * * thence across the 
Rio Colorado, following the division line between upper and lower California, 
to the Pacific Ocean.”’ [Italics supplied.] Certainly if such a device was to be 
used to delimit the extent of territorial waters it would have applied uniformly 
throughout the entire treaty. 

The boundary at the mouth of the Rio Grande presented special problems.—Since 
1799 the United States has reserved the right to board vessels up to 12 miles from 
shore for custom purposes (I Stat. 648). A particular problem involving the 
control of smuggling activities presented itself in the area at the mouth of the 
Rio Grande. It was only logical that a line following the widest channel into the 
river should be extended a sufficient distance to indicate the area in which cus- 
toms officials of the United States Government could board vessels within 12 
miles of the United States shore. This is substantiated in the interpretations of 
this treaty by the Department of State as far back as 1875 (Mr. Fish, Secretary 
of State, to Sir Edward lhornton, British Minister in Washington, January 22, 
1875). 

It was desirable to mark the main channel entering the Rio Grande for the purposes 
of navigation control.—Both the text of article V of the Treaty of Guadalupe 
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Hidalgo and the memorandums and letters which passed between the United 
States and Mexican officials charged with the actual plotting of the line indicate 
appendix ———) that the line was to be used to show the main channel into the 
river, and soundings were to be carried out on each side of the line to expedite 
the entrance of vessels. It is especially noteworthy that the boundary between 
lower and upper California established by this same treaty did not represent a 
navigable river and thus the line was not carried into the sea (art. V, 1898, Treaty 
Guadalupe Hidalgo (9 Stat. 926-927)). 

The United States Department of State for over 100 years consistently interpreted 
the Treaty of Guadalupe Hidalgo as not establishing the international seaward boun- 
dary off the coasts of Mexico and Texas.—On October 12, 1949, Senator Tom 
Connally of Texas addressed a letter to the Department of State placing the 
following three questions to the Department concerning the seaward boundaries 
off the coasts of Texas and Mexico: 

“1, Does the Department of State recognize the 3-league boundary of Texas in 
the Gulf of Mexico as binding upon Mexico and its citizens? 

“2. Does the Department of State recognize the 3-league boundary of Texas in 
the Gulf of Mexico as binding upon the United States and its citizens? 

“3. Are there now pending in th® Department any objections from other nations 
to this boundary and 3-league area of territorial waters off the coast of Texas?”’ 

The Department of State replied to Senator Connally’s letter on December 30, 
1949, outlining the position of the United States at that time and attaching a 
long series of diplomatic corespondence going back to the year 1848 covering the 
interpretation and effect of article V of the Treaty of Guadalupe Hidalgo. 

The letter to Senator Connally stated that ‘‘Accordingly, this United States 
Government claims and asserts an extent of territorial waters in the Gulf of Mexico 
and elsewhere along its coasts of 3 marine miles. It does not recognize any claim 
other than its own as binding on the relations of the United States with foreign 
nations. IJt does not, therefore, recognize the Texas claims of 3 leagues as binding 
for international purposes and does not recognize the Texas claim as binding 
upon Mexico or the nationals of Mexico.” [Italics supplied.] 

Certain excerpts from the diplomatic correspondence on this point follow: 

Mr. Buchanan to Mr. Crampton, August 19, 1948: 

“In answer, I have to state, that the stipulation in the treaty can only affect 
the rights of Mexico and the United States. If for their mutual convenience it 
has been deemed proper to enter into such an arrangement, third parties can have 
no just cause for complaint. The Government of the United States never in- 
tended by this stipulation to question the rights which Great Britain or any other 
power may possess under the law of nations.” 

Mr. Seward to Mr. Welles, September 3, 1863: 

“Tt was intended, however, to regulate within those limits the rights and duties 
of the parties to the instrument only. It could not affect the rights of any other 
power under the law of nations.”’ 

Mr. Fish to Sir E. Thornton, January 22, 1875: 

‘We have always understood and asserted that, pursuant to public law, no 
nation can rightfully claim jurisdiction at sea beyond a marine league from its 
coast * * *, In respect to the provision in the treaty with Mexico, it may be 
remarked that it was probably suggested by the passage in the act of Congress 
referred to (12-mile customs rule) and designed for the same purpose, that of 
preventing smuggling.” 

Mr. Wilson to Mr. Wilmot, June 16, 1909: 

“In reply you are advised that this Government has always adhered to the 
principle that its maritime jurisdiction extends for a distance of 1 marine 
league * * * from its coasts.”’ 

Mr. De L. Boal to Senor General Hay, June 3, 1936: 

“That portion of article V of the treaty of 1848, which the Mexican Foreign 
Office quotes, relates only to the boundary line at a given point and furnishes no 
authority for Mexico to claim generally that its territorial waters extend 9 miles from 
the coast * * *, Presumably it is true as indicated by a note sent by this Depart- 
ment to the British Minister of Jauuary 22, 1875, that the arrangement thus 
made between the United States and Mexico with respect to the Gulf of Mexico 
was designed to prevent smuggling in the particular area covered by the arrange- 
ment * * *, To say that because the United States agreed that in one area, so 
far as the United States was concerned, Mexican territorial waters extended 3 
leagues from land, therefore Mexico was entitled to claim such an extent of 
territorial waters adjacent to her entire coast line is a deduction which the terms 
of article V of the treaty of 1848 do not warrant.” [Italics supplied. ] 
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Mr. Jack Tate, Deputy Legal Advisor, testifying before the Senate Interior 
and Insular Affairs Committee, March 3, 1953, at the submerged lands hearing 
answered the questions of Senator Anderson, as follows: 

‘Senator ANDERSON, It does say: ‘The claims of Texas, on the other hand, to 
control nationals of foreign nations within 3 leagues of its coast presents an i: 
of international law on which the Department is compelled to take the positi 
that it does not recognize Texas’ jurisdiction beyond the 3-mile limit.’ 

“Mr. Tare. That is right. 

‘‘Senator ANDERSON. Vo you think this is sound? 

“Mr. Tate. That is right * * *. 

“Senator ANDERSON. At least the claim of the United States at that time, as it 
has been since the first. position taken by Thomas Jefferson at the suggestion of 
George Washington, has been 3 miles. 

“Mr. Tare. As far as I know, there never has been any differentiation from it.’ 

The Gadsden Treaty of 1853 between the United States and Mexico did not set th; 
limits of territorial waters.—The Gadsden Treaty between the United States and 
Mexico, ratified in 1853 (10 Stat. 1031), has been used as additional evidence that 
the claims of Texas were approved by treaty. . The same arguments which have 
been developed above concerning the Treaty of Guadalupe Hidalgo of 1848 relate 
to the applicability of the Gadsden Treaty on this point. 

The wording of the Gadsden Treaty which is pertinent is as follows: 

‘‘* * * retaining the same dividing line between the two Californias as already 
defined and established, according to the 5th article of the treaty of Guadalupe 
Hidalgo, the limits between the two republics shall be as follows: beginning in 
the Gulf of Mexico, three leagues from land, opposite the mouth of the Rio 
Grande, as provided in the 5th article of the treaty of Guadalupe Hidalgo * * *” 
(10 Stat. 1032). 

The Convention of 1838 between the United States and the Republic of Texas 
establishing the northern boundary did not extend the boundary 3 leagues into the 
Gulf of Mexico.—In 1838 the United States and the newly formed Republic of 
Texas entered into a convention to establish a boundary line between the two 
Republics. This convention is especially important in analyzing the true intent 
of article 5 of the Treaty of Guadalupe Hidalgo since it represents a boundary line 
with the independent Republic of Texas terminating at the mouth of a river at the 
time the Republie of Texas claimed an extent of Territorial waters 3 leagues into 
the Guif. 

The convention provided for the appointment of commissioners to “proceed 
to run and mark that portion of said boundary which extends from the mouth of the 
Shine, where that river enters the Gulph of Mexico, to the Red river’’ (8 Stat. 511). 
[Italics supplied. ] 

The joint commission was formed and actually began running the line from the 
mouth of the Sabine River, and not 3 leagues from the mouth into the Gulf. 

“On the 21st we proceeded to the entrance of the Sabine River into the Gulf of 
Mexico, and then, in virtue of our respective powers, and in conformity to the 
provisions of the convention between the two countries * * * we established the 
point of beginning of the boundary between the United States and the republic 
of Texas at a mound on the western bank of the junction of the river Sabine with 
the sea.”’ (S. Doc. 199, 27 Cong., 2d sess., p. 59). 

Thus a boundary line was agreed to between the two Republics, beginning at the 
mouth of a river emptying into the Gulf of Mexico at a time when Texas claimed 
Territorial water extending 3 leagues into the Gulf. No mention was made of a 
line extending 3 leagues into the sea between the two Republics, and the boundary 
commission took no notice of such a line. 

At no time after the Republic of Texas had proclaimed its seaward boundaries 
extending 3 leagues in the Gulf of Mexico did the United States or any other nation 
by treaty or convention with the Republic recognize this seaward boundary. In 
addition the 1819 Treaty of Amity with Spain (8 Stat. 252) and the 1828 Treaty 
with Mexico (8 Stat. 372), both of which set the boundary line with the United 
States along the Sabine River, did not extend this line 3 leagues into the Gulf, even 
though Spain and Mexico claimed a seaward boundary of 3 leagues. 

This is certainly added evidence that the line at the mouth of the Rio Grande 
extending 3 leagues into the Gulf established by the Treaty of Guadalupe Hidalgo 
was drawn for other purposes than establishing the extent of Territorial waters off 
the State of Texas and Mexico. 


Rigo aes 
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The 1850 Texas Boundary Act established the southern boundaries of the State of 
Texas as following the Rio Grande River ‘‘to the Gulf of Mexico”’ 

The Texas Boundary Act of 1850 (9 Stat. 466) approved by the Texas Legis- 

iture (act of 25 November 1850; 1870 Texas Digest of Laws 193), and proclaimed 

President Filmore (9 Stat. 1005, 1006), carried the title “An Act proposing to 

state of Texas the establishment of her northern and western bound- 
aries * * *.” However, in describing the boundaries on the west, the act runs 
the line along the Rio Grande “‘to the Gulf of Mexico.” 

It has been contended that since the act was only concerned with the ‘‘northern 
and western boundaries” the extension of the southern boundaries in the text 
does not bind the State of Texas with regards to her southern boundary. Cer- 
tainly the failure to continue the southern boundary line to a point 3 leagues into 
the Gulf of Mexico from the mouth of the Rio Grande, as had been done in the 
Treaty of Guadalupe Hidalgo only 2 years previous, raises very fundamental 
questions as to the actual extent of the Texas boundary line into the Gulf of 
Me ‘xico, since by this act: 

“The State of Texas cedes to the United States all her claim to territory exterior 
to the limits and boundaries which she agrees to establish by the first article of this 
agreement.” 

The United States paid to Texas the sum of $10 million in consideration of the 
establishment of these boundaries. This is approximately the same amount 
which only 5 years previous had been proposed for compensation for the retention 
by the U nited States of all public lands within the boundarie s of the State of Texas. 

It should be stated again, however, that “boundary” does not include “‘owner- 
ship,” and within the actual boundary line, the rights of the United States are 
paramount. 


The recognition of a special historical claim to 3 leagues of territorial water off the 
State of Texas will lead to “historical limit’’ claims by many other coastal States 
Texas and presumably Florida make special “‘historical’’ claims to expanses of 
the marginal sea extending beyond the traditional 3-mile limit. If these claims 
were to be recognized by Congress in some form of submerged lands quitelaim 
legislation such as Senate Joint Resolution 13 there would follow in short order 
extensive claims to submerged lands of the marginal sea by many other coastal 
States based on their own “historical” claims. Senate Joint Resolution 13 does 
not define “historical boundaries.” In faet, although that phrase was used 
extensively during the hearings, it does not appear in Senate Joint Resolution 12, 
The resolution is so drawn as to leave the entire question in controversy, and to 
open the way for additional encroachment on assets belonging to the United States 
A brief listing of some of the provisions in colonial chs arters, State statute 
State constitutions, ete., on which these additional “historical” claims might ~s 
made is contained in the appendix (appendix D-4). We can only suggest that in 
the event of the recognition of the Texas claim by the Congress, the courts and 
the Congress will be plagued with claims to broad strips of the marginal sea by 
other coastal States, which will only lead to further confusion and litigation over 
these claims. 


2. DELINEATION OF PuBLIc LANDS BY TEXAS CONSTITUTION CONVENTION, 
1845 


REPORT OF THE COMMITTEE ON THE LAND SYSTEM OF TEXAS 
(Debates of the Texas Convention, pp. 748-50, Houston: 1846) 


Committee Room, Aug, 1845. 
To the Hon. Tuos. J. Rusk, 
President of the Convention: 

The committee, to whom was referred the resolution directing an enquiry into 
the land system of Texas, the amount of appropriated and unappropriated domain 
various kinds of titles and claims located and unlocated, amount of forfeited 
lands, and lands owned by foreigners, and amount of patented lands, and in what 
counties, &e., have considered of heir duties and report. 

Much of the information contemplated by the resolution, the committee was 
unable to obtain for the want of time and on account of some defect in the land 
office laws, which will appear by the accompanying letter from the Commissioner 
of the General Land Office. From this and othe . communications of the Com- 
missioner—from an inspection of the records in the General Land Office, and other 


31590—_53——_6 








74 SUBMERGED LANDS ACT 


reliable sources of information, the committee is enabled to estimate the superficig| 
extent of Texas at 397, 319 sq. ml’s 
The total amount of this which has been appropriated, the 

committee estimates as follows; to wit: 
Amount issued by various Boards of Land Commissioners, 

and reccommended as genuine by Commissioners ap- 


pointed to detect fraudulent land certificates, 30, 019 ee 
Amount issued, and reported as spurious, 30, 018 " 
Amount issued by War Department, as bounty and dona- 

I ile a ote churn Wagan ec hho ac hea ee 9, 844 - 
Amount issued by government and sold in land scrip..... 578 si 


Total amount issued by authorities of Mexico, which ap- 

pear upon the records of the General Land Office, 30,500 

square miles; of this amount, as far as the records show, 

there appears to be valid claims to the amount of____-- 19, 500 “ 
Amount estimated to be invalid......................- 1, 500 
Amount issued by crown of Spain, and by the authorities 

of Mexico, located, or designed to be located within the 

old boundaries of Texas, of which there is no record or 

evidence in the General ‘Land Office_..-_-- Saad al 7, 000 
Amount claimed by the several empresarios, “under the 

colonization laws of Coahuila and Texas_-_--_-_ 1, 388 
Amount included within the limits of the several grants to 

contractors under the colonization laws of Texas_____-- 46, 000 
Amount granted to Counties and Universities for Educa- 

tion 1, 457 - 

The committee feel authorized to take into the estimate the 

appropriated lands in New Mexico, or Santa Fé, and 

other Mexican States on the Rio Grande. Upon an 

inspection of maps and a fair estimate of the population, 

the committee believes that 66,050 square miles a low 

estimate of lands on the east side of the Rio Grande. 

This country is claimed by Mexico and by the joint 

resolutions—the adjustment of all questions of boundary 

is left to the United States. Still this country does 

rightfully belong to, and is properly included within the 

limits of Texas, and the committee has full confidence 

that the United States will secure this country to Texas; 

yet it reasonably believes that the United States, in 

doing this, will secure the inhabitants of the country in 

the just possession of their lands...................-- 66, 000 ee 
Add the Cherokee claim, which is about............-_-- 2, 000 ve 
These several amgunts swell the appropriated domain to_. 236, 803 ~ 
Which deduct from total, leaves to Texas, in public and 

SRA OOTIREAT MOTI ios sad ons vin s Saud anlnns iow aée'e 160, 516 = 

These estimates, it is believed, approximate very nearly to truth. There is 
left to Texas an unappropriated country not sufficiently large to subsist the various 
tribes of Indians now inhabitating this country. 

Texas will, doubtless, despoil the Indian of this country, whenever it shall be 
needed for the occupancy of civilized man. 

But upon a survey of the progress of settlement in the southern and western 
states of the American Union, this country cannot be reached in the next quarter 
of acentury. Should the regular overflow of population press upon this frontier 
at that period, and should the Indian title be extinguished, another quarter of a 
century must elapse before it can be filled up. Taking an average of the last 
period, the public domain of Texas cannot be sold at an earlier date than 1882 
If it can be sold at that time for $1.25 per acre, the price of public lands in the 
United States, the public domain of Texas will be worth in the year 1882, $128, 
462,400. 

If the accounts of traders and travellers are entitled to credit, one-half of this 
country is suitable for the occupancy of the agriculturalist. Deducting then 
one-half for sterile wastes and mountain ranges, the present worth of this fund, 
at 6 per cent., will not meet the public debt of Texas. 

It would seem to the committee, to be the imperious duty of the Convention 
to reclaim from the unjust and unprincipled speculator, those large districts and 
tracts of country. 


L. D. EVANS, Chairman. 
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3. ANALYsIs OF TREATY OF GUADALUPE HIDALGO 


Memorandum prepared by the International Boundary and Water Commission 
United States and Mexico, United States Section, February 24, 1953, on “‘Exten- 


sion to the High Seas of the Land Boundary Between the United States and Mexico 
inder the Treaty of Guadalupe Hidalgo” 


INTERNATIONAL BOUNDARY AND WATER COMMISSION 
UNITED STaTES AND Mexico, 
UniTeD States SEctTIon, 
El Paso, Tex., February 24, 1958. 


MEMORANDUM 


Subject: Extension to the high seas of the land boundary between the United 

States and Mexico under the Treaty of Guadalupe Hidalgo. 

A search of existing records discloses the following pertinent information re- 
garding the method used to determine the extension of the land termini of the 
boundary between the United States and Mexico to the high seas, under the 
Treaty of Guadalupe Hidalgo: 

1. By letter of August 6, 1851, Lt. Col. J. D. Graham, principal astronomer and 
head of the scientific corps on the part of the United States, submitted a plan of 
operations for the demarcation of the boundary under the Treaty of Guadalupe 
Hidalgo to United States Commissioner J. R. Bartlett. Following is an extract 
from this letter: 

“Sir: With a view to expedite the survey and demarcation of the boundary 
between the United States and Mexico, and to bring the whole work to as early a 
termination as shall be consistent with a proper regard to accuracy, I beg leave to 
submit to you for the consideration of the Joint Commission of the two Govern- 
ments, the following plan of operations to be entered into immediately; viz: 

“That the line between the mouth of the Rio Grande and the mouth of the river 
Gila shall be divided into two Divisions; to be called the Eastern and Western 
Divisions; the Eastern Division to extend from the highest point of boundary on 
the Rio Grande to the mouth of that river and thence three leagues from land, 
opposite to said mouth into the Gulf of Mexico, in accordance with the 5th Article 
if the Treaty of Guadalupe Hidalgo. 

“The Western Division to extend from the aforesaid highest point of boundary 
on the Rio Grande, across the country until the line intersects the first branch of 
the river Gila, as provided in the Treaty, and thence down the said branch and 
river to its mouth. 

“That each Division shall be subdivided into two portions, to be called Sub- 
livision Ist and Subdivision 2d, as follows, viz.: 


FOR THE EASTERN DIVISION 


“Subdivision 1st. To consist of that portion included between the aforesaid 
\ighest point on the Rio Grande, thence down that river, to the mouth of the 
river Pecos or Puerco. 

“Subdivision 2d. To extend from the mouth of the said river Pecos or Puerco 
down the Rio Grande to its mouth and thence three leagues from land, opposite 
the said mouth, into the Gulf of Mexico, as before mentioned, and in accordance 
with the Treaty. The distance of three leagues to be accurately sounded to a 
width necessary to show upon the map the best channel for the entrance of the 
vessels of the two Republics into the river.” 

2. A letter dated November 19, 1851 from Lt. Col. J. D. Graham to Don Jose 
Salazar Ylarregui, Principal Assistant Surveyor on the Part of Mexico, confirms 
a conversation between the writers on the matter of the demarcation of the 
boundary in the following terms: 

“Tn pursuance of our conference of Monday last I beg leave to submit for your 
consideration the following plan I propose for our conjoint Survey of the Rio 
Grande, the determination of this subject having been committed to us by the 
Joint Commission of the two Governments: 

* * * * * * * 

“4. Soundings shall be carried out from the mouth (or mouths, should there 

be more than one) of the Rio Grande to a distance of three leagues into the Gulf 


of Mexico, in order to ascertain the deepest and best channel for the entrance of 
vessels,” 
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3. A “Plan for the Conjoint Survey of the Rio Grande or Rio Bravo del Norte 
formed and agreed to by Lt. Col. J. D. Graham, Principal Astronomer and Head 
of the Scientific Corps on the Part of the United States Boundary Commission 
and Don Jose Salazar Ylarregui, Principal Astronomer and Surveyor on the Part 
of the Mexican Boundary Commission” was signed by both representatives a; 
Frontera, near El Paso del Norte, on November 24, 1851. The extension of the 
boundary to the high seas in the Gulf of Mexico is mentioned in the following 
extract: 

“4. Should the Rio Grande, or Bravo del Norte, be found to flow into the 
Gulf of Mexico by more than one channel, all shall be sounded, so that the bound. 
ary line may be laid down along the middle of the deepest one. Sounaings shal] 
then be carried out from the mouth of this deepest channel to a distance of thr 
leagues into the Gulf of Mexico, in order to show the best entrance for Vessels 
into the river. Either party desiring it may extend these soundings to the said 
distance of three leagues out from the entrance of all the said channels, the resujt 
to be considered as for the benefit of the Navigation of both countries and to be 
rendered for that object in duplicate to the Commissioners of the two Govy- 
ernments.” 


” 


4. “Historic”? Ciramms or OTHER STATES 


Partial listing of ‘‘historic’’ State claims to expanses of the seas taken from colonial 
charters, constitutions, and statutes 








Colony or State —_| Date | Wording 
WR ciccdatais 1584 | . the seas thereunto adjoining.’’ (Charter) (I Thorpe 53) 
| 1609 | “. .. all... royalties . . . both within the said tract of land upon the 
‘main and also within the Island and Seas adjoining” (charter) (7'T horpe 
3804) 
1611 | “300 leagues of any part thereunto granted’’ (Charter) (2 Poore 1900) 
Plymouth Co-_..-...--. 1620 | ‘“*. . . Throughout the Maine Land, from Sea to Sea, with all the Seas, 


Rivers Islands, Creeks, Inletts, Ports, and Havens .. . and also the 
said Islands and Seas adjoining.’’ (Charter) (1 Poore 922-926) 





Mass. Bay Co.--.-.- 1629 | (contained similar provision to above) (3 Thorpe 1847-51) 

New Hampshire... | 1635 | “*The seas and islands lying within 100 miles of any part of said coasts”’ 
(Grant) (1 Poore 1271) 

Carolinas..............| 1665 “the royality of the sea upon the coast”’ (Charter) (2 Poore 1383) 

Massachusetts... - 1691 | “‘all islands and islets within ten leagues.”” (Charter) (3 Thorpe 1870) 

GOR ia ick Shaxiss | 1732 | same as above, except all islands within 20 leagues and all rights such “‘as 
any of our royal progenitors have hereunto granted”’ (Charter) (2 Thorpe 
765) 

0 ee 1776 | Boundaries to be the same as those “‘fixed by the Charter of King James I” 

| (Constitution) (7 Thorpe 3818) 
South Carolina__.._...| 1787 | ‘‘on the east the State is bounded by the Atlantic ocean . . . including all 
_ islands” (Statute) (2 Code of S. C. (1940 ed.), See. 2038) 
Georgia | 1798 | ‘‘..11 islands within 20 leagues of the coast”. (Constitution) (2 Thorpe 794 
Louisiana Territory...| 1803 | “with all its rights and appurtenances, as fully and in the same manner as 


they have been acquired by the French Republic” (Treaty of Paris 
note: this apparently included the old Spanish Seaward claims, (8 U.S 
| Stat. 200) 

Louisiana.............| 1811 | “including ail islands within three leagues of the coast’’ (Statute) (2 U.S 
| Stat. 641) 

| 1812 | Seaward boundaries were set as equivalent of nine miles from the coast 
(Statute) (2 U. S. Stat. 701; 3 U. S. Stat. 348) 

Mississippi 1817 | “ali islands within six leagues of the shore’ (Miss. Rey. Code (1857), ec. II, 
sect. 2) 


lature of Republic) (1 Gemmel’s Laws of Texas 1066) 

Florida... .---. | 1838 | “Tne j risdiction of the State of Florida shall extend over the Territories 

East and West Florida, which, by the Treaty of Amity, and settlement, 

and limits, between the : nited States and His Catholic Majesty, on the 
22nd day of Febr: tary, A. D. 1819, were ceded to the United States.” 

|} (Const.) (2 Thorpe 678) 

ee bide akin _.| 1848 | “The boundary line between the two Republics shall commence in the 

Gulf of Mexico, three leag’es from lana, opposite the mouth of the Rio 

Grande...” (Treaty of Guadalupe Hidalgo) (1 Thorpe 377) 


Alabama. .-...-...- | 1819 | “south to the Gulf of Mexico, thence eastwardly including ali islands within 
| six leagues of the shore’’ (Statute) (3 U. S. Stat.) 
NE, cis eendceeesa | 1836 | “running west along the Guf of Mexico 3 leagues from land” (Act of Legis- 








California. ._- ee 1849 | “the Pacific Ocean, and extending therein three English miles’ (Const 
(1 Thor »e 449) 
AP ee ee 1857 | “Beginning one marine league at sea due west from the point where the 


forty-second parallel of north latitude intersects the same; thence 
northerly ...’’ (Const.) (5 Thorpe 299) 





Norte.—It is not the pur ose of tnis listing to give a definitive treatment of all references to seaward 
boundaries which can be fo'ind in State constit itions, stat:ites, colonial charters, treaties, etc., but merely 
to show the diffic1lty which will arise if such terminology as “historic boundaries” or “‘boundaries at the 
time the State was admitted to the Union,” is used in the submerged-lands legislation. 
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APPENDIX E. THE NEEDS OF EDUCATION 
1. FEDERAL LAND GRANTS FOR SCHOOLS AND COLLEGES 
Values of Federal land grants for elementary and secondary schools 


[Data for the 1949-50 school year] 


Continental United States 


Total_.... os $828, 123 


01 | Alabama.. i 4, 163, 600 
02 | Arizona _ ‘ 3, 000, 000 
03 | Arkansas--. = , 260, 954 
04 | California...--.-- ‘ Sita }, 845, 000 
05 | Colorado 3 
06 | Connecticut 
07 | Delaware 
08 | Florida 
09 | Georgia 
0 Idaho 
Illinois 
Indiana 
lowa . 
Kansas. : , 009, 
Kentucky 315, G75 
Louisiana 3, O15 
Maine 
Maryland 
Massachusetts - - 5, 000, 000 
Michigan. -.-...-.-.- a 216, 104 
Minnesota. - -- i P 54, 000, 000 
Mississippi _— eae 036, 515 
Missouri 372, O00 
Montana 5 
Nebraska_-. 
Nevada 
New Hampshire 
New Jersey 
New Mexico 
New York 
North Carolina... 
North Dakota 
Ohio 
Oklahoma. - -. 
Oregon 
Pennsylvania 
Rhode Isl 1 
South Ca na 
South Dakota_.- 
‘Tennessee 
| Texas 
Utah 
Vermont 
Virginia 
Washington 
West Virginia 
Wisconsin... 
W yoming 


Federal grants of land for educational pur pose nd 


DuUurypose 


Alabama: Acres granted 
Seminary of learning 16, O80. 00 
Common schools, see. 16 (or indemnity lands 911, 627. 00 

10. 000. 00 


\cricultural college serip 2 
University . 16, O80. 00 
Tuskegee Normal and Industrial Institute 25, 000. 00 
Industrial School for Girls ‘ 25. 000. 00 


Vocational and other educational purposes 1, 625. 19 


Total , 295, 412. 19 
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Federal grants of land for educational purposes, by State and purpose—Continued 


Alaska Territory: 
Common schools, sees. 16 and 36, reserved (estimated) 
Agricultural college and school of mines, certain secs. 

served (estimated) he tla ie Rt ee Le 
Agricultural college and school of mines_ -_- 
Agricultural college and school of mines 


Total 


Arizona: 
University 
University ; aes 
Deaf, dumb, and blind asylum - 
Normal schools__- Ba , ai 
Agricultural and mechanical colleges 
School of mines 
Military institutes eee eee sais 
Common schools, sees. 2, 32, 16, and 36 (or indemnity lands) - 
University_ 
University_ 


Total _- 


Arkansas: 
Remy OF MIRINOIIEY oo. eeknice onc dec ceokcseu dua oy 
Common schools, sec. 16 (or indemnity lands) 
Agricultural college scrip 


California: 
TIN i ca tS es a lle cla cee iad iad 
Common schools, secs. 16 and 36 (or indemnity lands) 
Agricultural and mechanical colleges 


RA. ns kdwerdeaks Cake aeee ha Cee een 
Colorado: 

Agricultural college 

an ins gs tl Rcd te Se potegbr es aces GR Os sig ed se 

Common schools, sees. 16 and 36 (or indemnity lands) 

State agricultural college 

Do 


Connecticut: Agricultural college scrip 


Total_-_- 


Delaware: Agricultural college scrip 


WOOL... cacccdsaccédieevaduncudadescsdusmararl erect 
Florida: 
eneos CF MINING soca eek wc dain Ke Edad eeSS BWR 
Common schools, sec. 16 (or indemnity lands) 
Agricultural college scrip - - 


Georgia: Agricultural college serip 


Total 





33, re- 


Acres granted 
21, 009, 209. 00 
336, 000. 00 
249 
000. 00 


O* 


, 458 


}, OSO. 00 
, 000. 00 
, 000. 00 
, 000. 00 
, 000. 00 
, 000. 00 
, 000. 00 
8, 093, 156. 00 

160. 00 
, 876. 71 


2, 272. 71 


| bo 


46, 080. 00 
933, 778. 00 
150, 000. 00 


1, 129, 8 


58. 00 


46, 080. 00 
5, 534, 293. 00 
150, 000. 00 





5, 730, 373. 00 


90, 000. 00 

46, 080. 00 

3, 686, 618. 00 
160. 00 

1, 600, 00 

200. 00 

160. 00 

3, 823, 818. 00 


{| 


180, 000. 00 


180, 000. 00 


90, 000. 00 


90, 000. 00 


92, 160. 00 
975, 307. 00 
90, 000. 00 

1, 157, 467. 00 
270, 000. 00 
270, 000. 00 


‘- 
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Federal grants of land for educational purposes, by State and purpose—Continued 


Idaho: Acres granted 
University - - Paws Baccus 46, 080. 00 
University, Moscow des 50, 000. 00 
Rep QURINO= 2c 2 Soc oe wn coon ae : 90, 000. 00 
Normal schools__-- -- ‘ ‘ 100, 000. 00 
Scientific schools 2 : ’ 100, 000. 00 
Common schools, sees. 16 and 36 (or indemnity lands)_____ 2, 963, 698. 00 
University ae ; 606. 40 


Total se el oa .. 3, 350, 384. 40 


Illinois: 
Seminary of learning_- ee aie ces 56, O80. 
Common schools, sec. 16 (or indemnity lands) __- : 996, 320. 
Agricultural college scrip : it 480, 000. 


Total 23. : : , 522, 400. 


Indiana: 
Seminary of learning__ - x ~ st bt adn. ed 46, O80. 
Common schools, sec. 16 (or indemnity lands)__._________- 668, 578. 


714, 658. 


46, 080. 
, 000, 678. 
240, 000. 


, 286, 758. 


Kansas: 
Yi eal ; 16, O8O. 
Common schools, secs. 16 and 36 (or indemnity lands) 2, 907, 520. 
Agricultural college __ 90, 000. 
Experiment station, agricultural college, normal school, and 
public park - - - ~~ - - - edb dicte , ea twe J , 507. 5: 
Agricultural college -- - -- - - - - : , 682 


Total. ... - ; ‘ ; A 38 3, 058, 789. 5: 


Kentucky: 
Agricultural college serip—-_ - - i 330, 000. 
Deaf and dumb asylum_ __ _- ‘ : 22, 508. 
352, 508. 

Louisiana: 
Common schools, sec. 16 (or indemnity lands) 807, 271. 
Seminary of learning_----_- ; 16, O8O 
Agricultural college serip__ --- 210, 000. 
University and agricultural college___ 211. 
ROM tek ian as se : ‘ : ; , 063, 562. 
Maine: Agricultural college scrip_- sae 210, 000 
Total - ihc ghig a eee 210, 000. 
210, 000. 
210, 000. 
360, 000. 


000. 
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Federal grants of land for educational purposes, by State and purpose—Conti 


Michigan: pee 
University __ sion ee : — mae 7 
Common schools, sec. 16 (or indemnity lands) __- 1, 021, 867 
Agricultural college , . ‘ : 240, 000 


16, SOS. ( 


Total___- : : 1, 307, 947. 0 


Minnesota: 


University—_- 92. 160. 


Common schools, secs. 16 and 36 (or indemnity lands 2, 874, 951 
Agricultural college ie ace Sera es ine as? 120, 000 


Total___- Perm enees 2 eae - als 3, 087, 111 


Mississippi: 
Jefferson College : avs : a) eee ee 23, 040 
Common schools, sec. 16 (or indemnity lands) __-- - $24, 213 
Seminary of learning ; 23, 040 
Agricultural college scrip - - - -- ae ar 000 
University _ is sass 3, 040 
Agricultural and mechanical college 46, OSO 
Industrial institute and college for girls wel “ 23, 040 


Co desis sw a ; ; DEPARTS PIP ARTI “a 893 


Missouri: 
Seminary of learning-- ---_--- peli ein OSO 
Common schools, sec. 16 (or indemnity lands) , 221, 813 
Agricultural college ___.- eee ae 330, 000 


Total __ -_- oe ae , 893 


Montana: 


University —— », OSO 


Ot) 
ow 
tH) 
UU 
OO 
UO 


UU 


OU 


OO 


Agricultural college RS eater a ria _ ‘ oy , OOU. 0 


Deaf and dumb asylum_-._______-__- 50, 000 
Reform school____- oan een : 50, 000 
School of mines lO at a us , O00 
Normal schools__- om re , OOO 
Common schools, sees. 16 and 36 (or indemnity lands) 5, 198, 258 
Observatory for university__--- 150) 
Biological station for university - ; 160 
Fort Assinniboine, for educational institutions 2, 000 


Total ee ; 5, 686, 978 


Nebraska: 
Agricultural college s ht ; 90, 000. 
Common schools, sees. 16 and 36 (or indemnity lands) 2, 730, 951. 
University_- ; fs ; 16, OSO 


POU 6ucunisce ns 2, 867, 031 


Nevada: 
Mining and mechanic arts 90, 000 
University __ Reet ‘ 46, 080 
Common schools, certain secs. 16 and 36, and lieu lands__.. 2, 061, 967. 


Total ..«. isi Beles 2, 198, 047 
New Hampshire: Agricultural college scrip J 150, 000 


PN edi cos wy wasacc ae Dio 150, 000. 


New Jersey: Agricultural college scrip 210, 000 


BR et es oe oie 210, 000 


S4 


OU 

s4 
OU 
OU 
Oo 
on 
OO 
OU 


OO 


on 


(i) 


OO 
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Federal grants of land for educational purposes, by State and purpose—Continued 


New Mexico: Acres granted 

University- a os 111, O80. 00 

Saline land (university) - bs 2 1, 622. 86 
Agricultural colle ge_ a “ - 2 100, 000. 00 
Deaf and dumb asylum__-- 50, 000. 00 
Reform school s 50, 000. 00 
Normal schools - - - awe i ¢ mer 100, 000. 00 
School of Mines ; 50, 000. 00 
Blind asylum_--_---- ~— . ee oS 59, 000. 00 
Military institute__ 50, 000. 00 
Common schools, secs. 16 and 36 (or indemnity lands)... , 355, 662. 00 
University --- - ; : ; 200, 000. 00 
Deaf, dumb, and blind asylum_ - j 100, 000. 00 
Normal schools__- 200, 000. 00 
Agricultural and mechanical colleges - 150, 000. 00 
School of Mines --- ; 150, 000. 00 
Military institutes y 100, 000. 00 
Common schools, secs. 2 and 32 (or indemnity lands) - - 4, 355, 662. 00 
Agricultural college — sarasota : on 54, 868. 41 
Eastern New Mexico Normal School 76, 667. 00 

tegents of University of New Mexico for archeological 

purposes _ _- 7 i“ 218. 13 
Regents of Agric ultural ( ‘ollege of New Mexico___- 2, O89. 70 


Total ” 307, 870. 10 
a ‘990, 000. | ) 

990, 000. 

270, 000. 

270, 000. 


North Dakota: 

University _--. se 86, O80. 
Agricultural college .- - ‘ cnet ; 5 130, 000. 
Deaf and dumb asylum ; 40, 000 
Reform school Ks ‘ eee oi 40, 000 

i 40, 000. 

; 80, 000. 

Common schools, secs 16 and 36 (or indemnity lands) ee , 495, 396. 


Total , 911, 476. 


Ohio: 
Seminaries of learning___________-_- $5286 anit 69, 120. 
Common schools, sec. 16 (or indemnity lands) - enue! 724, 266. 
Agricultural college scrip ai an ZA 630, 000 


Total : inoxeereeee , 423, 386. 


Oklahoma: 
Normal schools__-- tl 300, 000 
Oklahoma University - —_ 3 ; 250, 000 
University pre paratory school__ _- cite 150, 000 
Agricultural and mechanical college. ‘a : : 250, 000 
Colored agricultural and normal university __ - . 100, 000 
Common schools, sees. 16 and 36 (or indemnity lands) , 375, 000 


? 


Institutional purposes, certain sees. 13 and 33___-- , 669, 000 


Total ¥ ‘ set Be 3, 094, 000 
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Federal grants of land for educational purposes, by State and purpose—Continued 


Oregon: Acres granted 
RUMI os bnccackeakenene 46, O80. 00 
Common schools, secs. 16 and 36 (or indemnity lands) 3, 399, 360. 00 
Agricultural college 90, 000. 00 
University —- 85. 42 


Total... 


Pennsylvania: Agricultural college scrip 


a = 780, 000. 


120, 000 


120, 000 


South Carolina: Agricultural college scrip 180, 000 


Total. ... aie : 180, 000 


South Dakota: 

University 46, 080 

Oe SF a cn 40, 000 
Agricultural college - - --- eee ‘ ce 160, 000 
Deaf and dumb asylum_ - - - : 40, 000 
Reform school__- . ; . 40, 000 
School of mines_ --—----- 40, 000. 
Diane GOING 5. on ac ame oS 80, 000. 
Common schools, secs. 16 and 36 2, 733, 084. 


Divicuctenceeunewtas ven 3, 179, 164. 


Tennessee: Agricultural college serip- 300, 000. 


NE 6 fe Oe rl ‘ 300, 000. 


Texas: Agricultural college scrip_--_- \ 180, 000. 
Total 180, 000. 


Utah: 
46, O80. 
110, 000. 
200, 000. 
Deaf and dumb asylum 100, 000. 
Reform school___-_--- 100, 000. 
School of mines - - - - -- 100, 000. 
NS al eth ihe hl cet ire 100, 000. 
Blind asylum -_ - - 100, 000. 
Common schools, secs. 16, 32, 36 (or indemnity lands).-. 5, 844, 196. 
University purposes 60. ! 
DO o ccewnn oak 6, 700, 336. : 
Vermont: Agricultural college scrip 150, 000. 


Total 150, 000. 


Virginia: Agricultural college scrip 300, 000. 


Total 300, 000. 
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Federal grants of land for educational purposes, by State and purpose—Continued 


W ashington: Acres granted 
University . 46, 080. 00 
Agricultural college 90, 000. 00 
Normal schools 100, 000. 00 

100, 000. 00 
2, 376, 391. 00 


2, 712, 471. 00 


West Virginia: Agricultural college scrip_________- Be E 150, 000. 00 


Total tn Cameos de 150, 000. 00 


Wisconsin: 
University.......- ao ee eed al! 92, 160. 00 
Common schools, sec. 16 (or indemnity lands) - 7 982, 329. 00 
Agricultural college fae ote Ras ae Se oee 240, 000. 00 


1, 314, 489. 00 


Wyoming: 
University Ye eee ae a : 46, OSO. 00 
Common schools, secs, 16 and 36 (or indemnity lands) _ _ _- 3, 470, 009. 00 
Agricultural college __ eucia ake 90, 000. 00 
Deaf and dumb asylum. __ ate Je : 30, 000. 00 
Total 3, 636, O89. 00 
Note.—T hese data have been taken from Schoo] Lands; Land Grants to States and Territories for Educa- 


tional and Other Purposes, U. S. Department of the Interior, General Land Office, Information Bulletin, 
1939 series, No. 1. Washington, D. C. U.S. Government Printing Office, 1939. 
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2. Tue Crists tn Epucation By Dr. Bensamin Fine, New York Tri 
EpucATION EprITror « 


Statement of Dr. Benjamin Fine, Education Editor, the New York Times, Befo 
United States Senate Commitiee on Interior and Insular Affairs, on Behalf 
Oil for Education Amendment to Senate Joint Resolution 20, February 7%, 195 
Senator H1Lti, members of the committee, Iam happy to testify here this morning 

before you. Although I am not an expert on oil, I have delved into the problems 

of our schools and colleges. And it is to that subject that I intend to speak 

American education is in grave danger. I have but recently completed a natio 

wide survey to find out what has happened or is happening to our school syster 

The schools are in serious trouble. 

Crisis is an overworked term, When it is used often enough it loses its impact 
We just shrug our shoulders and accept it. The impact is no longer there. Yet 
we must be realistic. We cannot, ostrichlike, bury our heads in the sand and d 
nothing. 

Is there a crisis in education? I could spend hours giving a firsthand picture 
conditions that I saw with my own eves as I have visited schools in the Nort! 
South, East, or West—that would convince you, if further evidence is needed 
that our schools and colleges need help. 

Said President Truman: ‘Our public-school system faces the greatest crisis i: 
its history.” 

Said the American Federation of Teachers: ‘‘The Nation’s schools face their 
most severe crisis in our country’s history.” 

Said the American Federation of Labor: ‘‘A financial crisis exists in the schools 
and colleges of this country.” 

Said United States Commissioner of Education Dr. Earl J. MeGrath: “Th 
tidal wave of children bearing down on our schools bids fair to overwhelm us.’ 

I could go on and on, citing testimonials. But I won’t. I don’t think the) 
are really necessary. I think that anvone who has visited our public schools and 
our colleges in many sections of the country have seen at firsthand—as I have 
that the educational system is sick. 

Education today is at the crossroads. This is truly the midcentury. We car 
take our choice: ahead lies the democratic road, with freedom, liberty, happiness 
as the goal. Or we can starve our schools and colleges and take the road to 
despair, uneasiness, and eventual ruin. 

I believe strongly in our system of education. Our liberal-arts colleges, our 
free public schools, our privately supported institutions, all have their part to 
play in making democracy grow and flourish. We are engaged in a desperate 
struggle today, a struggle for our very existence. We are building a mighty 
arsenal—untold billions will go into making our country powerful enough to 
ward off any blows that may be thrust upon it. 

sut I am convinced that arms alone, no matter how powerful, are not enough 
For today we are engaged in a different kind of battle, a battle that requires more 
than tanks and guns, ships and airplanes or even atomic bombs. We are engaged 
in a battle over men’s minds. We are fighting an ideological war. In a war of 
ideas, it is necessary to reach the minds of men. If we are to win the war and then 
win the peace, we will need to convince men and women everywhere that the 
democratic way of life is the best way; that our vaunted freedoms are more than 
hollow shells. And we must convince peoples in all parts of the world that in a 
democracy they will find the freedom to live, to grow, to rear their children, to 
walk upright and unafraid. 

And by contrast we must show what it means to be enslaved by the Communist 
system. We must explain in terms so that all can understand the degradation, the 
fear, the slavery, and the tragedy that follows the Communist way of life 
Although strong armies are important, a strong belief in democracy is just as vital 
An informed people will be friendly toward our world. Education can play a 
significant role in defeating the spread of communism. That our schools and 
colleges are important most people readily concede. But that they do not get the 
support they need is not as easily admitted. Here is the stark, unhappy truth: 
Our educational systems, from lower grades through our nationally known uni- 
versities, are not getting adequate financial support. It is criminal to neglect our 
schools and colleges now, when we need them most. Of course, our defense 
budget has soared, and we must pare down nonessentials. But our schools and 
colleges are essential; they are more essential today than ever before in our long, 
proud history. 

Of one thing can we be certain: As long as we maintain a strong system of 
education we will remain a free nation. An educated citizenry will be ready to 
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ve and die, if necessary, to keep communism from our shores. An educated, 
nformed citizenry will want to build a stronger, better land. where equal oppor- 
tunities for all will be the accepted way of life. 

Where are we now? Let us all ask that question of ourselves, ask it soberly, in 

:mility. We must be careful not to give up all we hold precious. There are 
mighty problems ahead. We will need, as never before, educated men and women 

o help solve those problems. At midcentury, we can honestly ask: What’s 
wrong With American education? 

| have just completed a nationwide survey to find out. Each of the 48 State 
ommissioners of education were reached in this study. 

In each of the 48 States, the New York Times ke ‘vy correspondents made an 
n-the-spot survey of school and college conditions. As the weaith of material 
began to flow across my desk, I suddenly realized that once again the Nation’s 
publie schools are in serious plight. The war-mobilization program has taken 
its toll. Danger signals are flying everywhere. Too often they are not heeded. 
Many of the advances made in the last few years have been wiped away. An 
nwholesome deterioration has set in. 

Che schools are caught in a dangerous pincer movement. These major factors 
are involved: Increased enrollments, inflationary costs, lack of building materials, 
nadequate funds, and an acute teacher shortage. Can we afford more money 
for our schools in time of national emergency? Mv answer is a resounding “Yes’’. 
Money spent for education today will make us a stronger Nation, a more unified 
Nation, a Nation that will really become a bulwark of the democratic way of 
life, of the American traditions of freedom and liberty for all. 

Most of us believe in education—in the abstract, not the concrete. Most of 
is will support education if it costs the other fellow something, not us. Education 
is such an intangible word. You can’t see it, really. You can’t weigh it, or put 
it in a bread basket and cart it home with you. We believe in education, yes; 
that is in the American tradition. Like ¢ coli ’s sin, everybody is for more 
education. Reminds me of the story told of the hermit who lived in the Palisades. 
One Sunday afternoon he found a pocketbook after the picnickers had left. He 
threw out all kinds of paper, green and yellow, till he wie to the bottom of the 
bag. Hecame up witha few coins and in great glee cried out: ‘‘Coppers, coppers.” 
He could bite into the coins. We are spending millions of dollars for tangible 
things—for roads, for subways, for tanks and planes—they are tangible; but we 
are starving our children’s minds; you can’t see inside a child’s mind unless you 
have imagination. Now I am not even suggesting that we should spend less 
for our defense materials—the educational world is pretty much behind that 
program. But I am saying that it is not a question of tanks versus textbooks. 
[ insist that we can have both. I insist that we need both if we are to remain 
strong and free. 

Nothing is more important than our schools and colleges today. We cannot 
exist in the twentieth century with nineteenth century classrooms. We have 
taught men to fly in the air like birds, to swim under water like fish, but we cannot 
walk upright and unafraid on the earth like men. That is why we need stronger 
schools—to teach men to walk upright and unafraid. 

It is tragic to find in a survey I made not long ago of 5,000 students of high- 
school age, that 95 percent said they would choose teac hing as a last resort; they 
place medicine, dentistry, law, engineering, business, any or all professions, above 

teaching. A survey conducted recently by the school of education at Indiana 
Tannen showed similar results—just about 4 percent of the bigh-school gradu- 
ates had any interest whatsoever in teaching. 

Why? Why do our young people boycott teaching? It is because the commu- 
nity has not been able to give education the financial support that it needs to be a 
top-ranking profession. Education is still a byproduct in American life. It is a 
luxury, sometimes even a marginal luxury. 

But I don’t want to give a discourse on the importance of education. I would 
be carrying coals to Newcastle were I todo that. All of you believe in education, 
all of you understand its value. All of you, too, would agree with the father of the 
public schools who said more than a century ago: ‘‘Schoolhouses are the first line 
of our defense.” But believing all that, I must now recount a few of the weak 
spots in our educational system. These, I repeat, are conditions that came out of 
my recent survey, and I refer to February 1952, not last year or the year before 
that. These conditions are with us now, today, and unless we are careful, for a 
decade to come. 
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1, STUDENT ENROLLMENTS 


Increased birth rates are jamming our schools beyond capacity. We ar 
gaining children at the rate of 1,000,000 a year. Indeed, Dr. McGrath estimated 
that next year alone there will be 1,700,000 more children in our schools thay 
there were this year. From about 25,000,000 elementary and high schoo! , 
dren in 1950, we will have close to 35,000,000 in 1960. Nor is the end yet 
sight. ‘This year, you may have read, the birth rate has increased again—it has 
not leveled off, as had been expected. The Korean conflict may have had some- 
thing to do with it; whatever the cause, the Nation’s parents are working dilj- 
gently to keep our schools filled with little children. 

What does that mean? It doesn’t take a professional educator or an amateur 
prophet to read the signs. It means more teachers, more equipment, more 
buildings, more money. No one is more important than our children. Yet we 
read that in some States as high as 30 to 40 percent of our young men are rejected 
today because of physical or educational deficiencies. This is a national disgrace, 
In World War II, 750,000 men were rejected for educational reasons alone 
more than the number of men who fought in the South Pacific area. 

In the words of that eminent educator, Dr. Willard E. Givens, executive secre- 
tary of the National Education Association: ‘““‘What our Nation does about the 
education of the young determines whether we are developing national stamina 
or committing slow suicide.’’ Is this simply an alarmist’s point of view? Not 
at all. It represents the considered judgment of educator and civic-minded 
statesmen everywhere. 

2. TEACHER SHORTAGE 


The Nation’s public schools face a dangerous teacher shortage. We need at 
least 105,000 new elementary teachers each year, and we are training but 35,000, 
In 10 vears, at the present rate, we will have a shortage of 700,000 teachers 
And to make the situation worse, fewer students are entering the teachers’ 
colleges—there has been a drop of 16 percent over last year. 

The Times survey showed that every State, almost without exception, suffers 
from a teachers’ shortage. Nothing quite as serious as this has hit the public 
schools in a generation. To make matters worse, the teachers are leaving the 
profession in greater numbers than any time since World War II. Then 350,000 
of our best teachers left, never to return. Normally the schools can figure on a 
drop-out rate, in the teaching staff, of 6 percent. Now it is 12 percent—just 
double normal. For various reasons, about 100,000 teachers leave the professior 
each year. Of course, there is a normal rate of attrition of these teachers who 
retire, die, or become otherwise incapacitated. But over and above that, teachers 
are leaving to get higher paving jobs elsewhere. I would estimate that about 
509,000 teachers are leaving annually because they are dissatisfied with the teach- 
ing profession. Add that number to those who refuse to go into teaching at al! 
and couple that with the increased enrollment, and you have a mighty serious 
problem. 

Again I want to quote our educational commissioner: ‘‘The blunt fact is,” 
warns Dr. McGrath, ‘‘unless we do something drastic, and immediately, to relieve 
the teacher shortage, a whole generation of American boys and girls will be short 
changed in their right to obtain a fundamental education.” 

What will keep teachers in their classes? What will induce more of our brighter 
high-school or college graduates to select teaching as a profession? Better work- 
ing conditions for one thing. And higher salaries for another—money is not the 
sole consideration, of course, but it can become mighty important if you have to 
support a family. The teachers make, on the average, about $60 a week. That 
is all over the United States, and includes that $100-a-week pay that some com- 
munities in New York pay. That means that many teachers get far less than 
$60—as low as $20 or $25 a week. In some States teachers get from $10 to $15 
a week. What can you get for that money? Your guess is as good as mine. 

Except that I’ve seen the teachers that have been hired at these fantastically 
low salaries. Some have never gone beyond high schools. Others are embittered, 
lost souls who are still living in the horse and buggy days. It is tragic to watch 
some of the teachers at work. They are making mental, emotional, and intellec- 
tual cripples of their charges. They rule with an iron hand and an incompetent 
mind. I saw one teacher grab a little 6-year-old tot, who accidentally spilt a 
glass of milk during luncheon time, shake the very life out of her, while the other 
children sobbed in fear. Then the teacher turned to me with a smile and said 
proudly: “I never spank ’em. I only shake ’em.”’ Or the teacher who told her 
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iss of children during the civics period: “The men have ruined the Nation— 
wait till the women get the right to vote.’’ I could give you countless ex- 
amples, but why go on? If you plant corn you will get a crop of corn. If you 
plant wheat, you will get wheat. And if ou pay a teacher $12.50 a week in the 
ar of 1952 you will get children who are cheated of their democratic birthright. 


3. BUILDINGS 


The steel shortage has hit the schools a terrific wallop. There simply are not 
enough schools being built to take care of the growing enrollment, let alone replace 
obsolete, poorly equipped buildings. Almost unbelievable conditions exist in 

any communities. Iven though more steel has been allocated to the schools 
this quarter than last, the crisis is growing. One out of every five schools in the 
country is obsolete, and the figures may be even more startlingly tragic by the 
end of the year. During the next 7 years, the Times study showed, the country 

need to build 600,000 classrooms—but we won’t get anywhere near that 
cure. Whatisthe result? Children goto school in church basements, in cellars, 

attics, in garages, in private homes, in firetraps, in abandoned inns. Why, I 
even saw children going to school in a morgue and undertaker’s parlor. Imagine, 
§ vears from now, when they have their class reunion. They will attend the 
reception of Publie School 8, the morgue. I saw a civics book with the 1889 

print—those children don’t know who won the Spanish-American War. 

It is serious. To quote Gen. Dwight D. Eisenhower: ‘To neglect our school 
system would be a crime against the future. Such neglect could well be more 
disastrous to all our freedoms than the most formidable armed assault on our 

vsical defenses. Where our schools are concerned, no menace can justify a 
halt to progress,”’ 

The story is told of Rip Van Winkle, Jr. Envious of his father’s fame and his 
20 vears of sleep, young Rip set off for the woods. He fell asleep, but for 100 
vears——five times better than his old man When he awoke, he staggered to the 
road; to his astonishment, he found it was hard dirt that hurt his bare feet. 
Soon a strange monster, without any horses, came roaring at him. He dashed 

to the ploughed field to escape the noisy animal, but again he was dumfounded. 
\ smoke-belehing monster roared at him, without wheels, going on tracks. 
Young Rip, dashing wildly to the top of the hill, threw himself under a tree, when 

huge bird, roaring like thunder, flew overhead. Frantic with fear, Rip dashed 
down the hill and saw a little red schoolhouse in the distance. He rushed to it, 
opened the door, threw himself on the bench, peacefully—nothing changed. 


4. FINANCIAL SUPPORT 


It costs a lot of money to run the country’s school system. This academic 
vear we will spend about $5,000,000,000 for the operating expenses, and another 
$1,000,000,000 for buildings. This is an increase of about 10 percent over the 
previous year—but it is an illusory increase. Inflation has eaten away the 
increase. 

Yet the record amount spent for schools this year, in terms of 1952 dollars the 
percentage of national income that goes for public elementary and secondary 
schools is considerably lower than it was in the depression vears. In 1933-34 we 
spent 4.32 pereent of the natigaal income for public school education. But in 
1949-50, the last year available, the Nation spent only 2.57 percent. 

Education does not get as much of the national income as do some of the 
luxury items. In 1950 the people of this country spent for aleoholie beverages 
$8,100,000,000; for tobacco products, $4,409,000,000; and for cosmetics, 
$2,291,000,000. In other words, about $15,000,000,000 for these three luxuries 
and a third of that amount for the education of 25,000,000 boys and girls of school 


age 


Money is reflected in teachers’ salaries. On an average of $60 a week will not 
get the best minds to go into teaching in any serious way. We must provide 


ore money for edueation—if we spent as much I 


as we did during the depressior 
ears of the thirties, on a relative basis, we would have mighty fine schools today 


Now, here’s the problem: Where is the money? The local communities are ir 
trouble—-thev have taxed real estate j about as much as it can stand. If w 
go much higher locally we’ll reach the law cf diminishing returns. The States 
are in financial straits too. Thev are finding it difficult to make ends meet, and 
still provide schools with the funds neecessarv. And the Federal Government, vou 
gentlemen know, is running at a pretty substantial deficit. It is going to be 
difficult to extract much Federal funds in these days. 


31590—53 ‘ 
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MONEY Is AVAILABLE THROUGH OMI 









Fortunatelv, we do have asolution. It is a onee-i i-a-nillio 1 auswer to a diffic 
problem. Why not use the royalties from the Nation’s undersea oil resource 
our schools and colleges? This is probably the answer to a maiden’s praver that 
vou read about in fairy books. The money is available, and it will not add t, 
our tax burdens. I believe that the oi! royalties will give us the opportuniti 

build better schools, to pay our teachers more, to strengthen the school syst: 
and college programs from one end of the country to the other. If this anend n 
is passed, children for generations to come will rise and call you blessed. It tak 
imagination and vision, it takes courage and i ispiration, to take this bold pion 

ing step. As Senator Hill has said: Gil for the lanps of learning. The money js 
there, right before us. We must not permit it to evaporate; we must not dissipat, 
it. Nothing is more important than good sound schools and eolleges. We } 
not fear the Communist menace if we are a well informed, educated, literat: 








people, 
No matter how trying the times, no matter how desperate our manpower short- 
age, we must not drain our classrooms and campuses dry. We dare not adopt a 












shortsighted policy in regard to the young men and women in our colleges and 
universities, in our elementary and high schools 

Let us face the future firm in the conviction that the democratic way of life is 
worth preserving; that freedom is worth saving; that spiritual values are worth 
defending, and that the democratic traditions are worth dying for, if need be 

Our schools and colleges need our financial support, if they are to survive the 
present crisis. I am pleading with you not to let them down. Thirty million 
boys and girls, young men and women, are at stake. Let us give them the kind 
of education of which a democratic Nation can be proud. We have the oppor- 
tunity in our grasp. We must not let it slip away and forever after be lost 











Way Our Pustiic Scuoots ARE IN Serious TROUBLE 


(A series of six articles by Benjamin Fine, education editor of the New York 
Times, reprinted from the New York Times 


REARMING Sars ScuHoout Gains As ROLLS AND Costs Stitt Soar 







Once again the Nation’s publie schools are in serious plight. Eighteen month 
of defense mobilization have taken their toll. Danger signals are flying every 
where, but often are not heeded. Many advances made in the first 5 vears after 
World War II are being swept away 

The schools, like other aspects of civilian life, are beginning to feel the effects 
of the Korean conflict. As a result, they face a gloomy vear. Many educators 
are worried lest the gloom continue for another decade. 

Reports from State commissioners of education, correspondents of the New 
York Times in each of the 48 States, and interviews with leading educators al 
point to a downward trend. 

The schools are caught ina pincers. Four major factors are involved: Increased 
enrollments, inflationary costs, lack of building materials, and an acute teacher 
shortage. 
























EDUCATORS BACK DEFENSE 





Each is leaving its imprint on the schools, and on the children, too. It is not 
a question of tanks versus textbooks. Educators everywhere wholeheartedly 
support the Government’s defense program. They applaud its efforts to make 
our democracy strong enough to withstand the challenge of Soviet communism 

They say their problem is not one of more ABC’s or more airplanes. They 
insist our economy is strong enough to provide both. Moreover, they insist 
that it is just as true today as it was a century ago, when first proclaimed by 
Horace Mann, that schoolhouses are the first line of our defense. 

In the last year it appears schools have made few advances and many back- 
ward steps. A number of communities report unexpected setbacks. Over thi 
Nation 3,500,000 elementary and high-school children—one out of eight pupils 
in the public schools—are suffering an impaired education because of inadequat« 
facilities. A year ago a Times study showed 3,000,000 children were being 
deprived of an adequate education. Thus there has been an increase of half a 
million in 12 months. 
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Incompetent teachers, poorly equipped classrooms, inadequate buildings, and 
poor supervision combine to cheat these hundreds of thousands of young people. 
The number of pupils on double sessions is growing steadily. An estimated 
400,000 boys and girls are not getting a full school day—some are attending school 
even on triple-session schedules. They go half a day, ora third of aday. What 
this does to the morale of the children, the parents, the teachers, and the com- 
munity is easy to imagine. 

Educators emphasize that a child deprived of his schooling will be unable to 
regain the years lost—a child is 6 only once. One cannot postpone the growth 
of a pupil as one might postpone the building of a road or a garage. 

This comment by Dr. Walter Maxwell, secretary of the Arizona Education 
\ssociation, is typical: “‘At numerous schools I have seen children lined up in 
front of a schoolhouse door, marching in to take their places in the school as the 
first shift marched out—just like the changing of shifts in factories.’’ 


COSTS PROVIDE HEADACHES 


Inflationary costs are a headache everywhere. School officials are haunted by 
rising prices. Everything they buy has gone up 50 or 100 or even 200 percent. 
Teachers are insisting they get their share, too. Cost-of-living bonuses have been 
handed out, but not fast enough, the teachers complain, to keep pace with rising 
food prices. As a result, morale in many communities is poor. Last spring the 
500 teachers of Pawtucket, R. I., went on strike for several months, closing all of 
the city’s schools. They won part of the increase they sought—but at a serious 
cost to the schooling of their pupils. 

In other communities the struggle for higher salary schedules goes on in the 
board rooms rather than on the picket line. The New York City teachers re- 
cently ended a year-and-a-half boycott of extracurricular activities. Judging 
from the reaction of their spokesmen, they are far from happy at the compromise 
salary increases. 

But the salary issue is only part of the educational picture. Competition has 
arisen from higher-paying Government jobs, war-related positions and the demand 
for skilled and semiskilled workers in various industries. More teachers are 
leaving the profession today than at any time since World War II, when 350,000 
departed, never to return. 

Frequently the community must employ substandard, unqualified teachers 
because trained personnel are lacking. Many school systems report they are 
scraping the bottom of the barrel. 

\ smoldering discontent is detected. Never before have the schools been under 
such attacks. Frequently the controversy is artificially contrived, dishonestly 
designed to wreck the free public school. Fut there is enough discontent to 
make thoughtful edueators and civie-minded citizens take stock. 

The schools are in need of greater financial help—-and they are unable to get it. 
Many communities already allocate a substantial part of their tax funds for the 
schools. Oftentimes real estate is taxed almost to the danger point. But edu- 
cation costs more today than ever before—and the money frequently is not there 
to spend 

ENROLLMENT A RECORD 


Vnrollment is at its highest peak. The Times survey indicates that the 1951-52 
school enrollment is 26,525,115—representing a growth of 826,194 in a year. 
\fost of this growth has occurred in the elementary grades, and more particular!y 
the frst grade. The private and parochial schools will add another 3,000,000 
children or more, thus bringing the total elementary and secondary enroliment 
eiose to 30,000,000. 

Moreover, the school rolls are going to increase for at least 8 years, more likely 
10 

Next year— 1952-53—the schools will enroll 1,700,000 more children than were 
registered this vear. This is a tremendous number to absorb, particularly since 
most of the classrooms already are overcrowded. The peak will not be reached 
before 1957-58, if by then, at which time it is estimated the enrollment in publie 
elementary and secondary schools will exceed 32,000,000, an increase of 6,000,000 
over that of today. 

Educators are deeply distu:bed by this condition. Typical is the view voiced 
by Dr. Earl J. MeGrath, United States Commissioner of Education: 

“The tidal wave of children bearing down on our schools bids fair to overwhelm 
us. We simply are not building enough new schoolhouses or training enough new 
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teachers to meet the situation. We can’t go on from year to vear on the py 

makeshift basis without seriously undermining our whole public school syste 
“Unless the American people are prepared to take positive action to ren 

these deficiencies, millions of children will continue to get a makeshift educatio: 
Today many thousands of children are attending classes in school basements 

apartment-house basements, empty stores, garages, churches, inadequate pri 

homes, and even trailers. What is more, one out of five of the regular scl 

is either unsafe or obsolete. 


BUILDING PROGRAM DELAYED 


The defense program has played havoe with building plans. Even though 1 
Nation spent a record $1,200,000,000 for school construction in 1950-51, 
communities were unable to keep pace with the number of children reaching sc} 
age. And in 1952, educators warn, steel and other critical materials will st, 
the construction of many badly needed schoolhouses. 

More than 1,000,000 school teachers are now employed, 46,000 more than la 
year. But with more than 1,000,000 children to be added each year for the n 
several years, the teaching rolls also will have to rise steadily. However, teacher- 
training institutions are not preparing enough men and women to do the job \ 
but four States report a teacher shortage even this year. They now could us 
71,886 elementary and 15,121 high school teachers. 

Despite the need for teachers, young people seem to shy at entering the pr 
fession. The teacher colleges report a decrease this vear of 16 percent in thei: 
entering classes, This means, in effect, that 4 years from now, when the sc! 
rolls will have increased by more than 5,000,000, there will be fewer train 
teachers, 

Although the number of teachers holding substandard or emergeney certificates 
has decreased by 5,053, there are still 66,354 of them in the school system. — | 
example, 8,500 of the 24,600 teachers in Missouri are on emergeney certificat 
and South Dakota reports 1,796 of its 7,159 teachers do not hold regular licens 

But the substandard certificates tell only part of the story. The Nati 
Edueation Association estimates that of the 600,000 elementary teachers in 
public schools 300,000 do not hold college degrees—the minimum standard. 
this number, the NIA says, at least 100,000 are so inadequately prepared as 
make their continued presence in the classroom dangerous to the mental 
emotional growth of Amcrica’s vouth. 


SLIGHT RISE IN SALARIES 


The Times survey shows that teachers’ salaries have risen slightly fron 
average of $3,097 to $3,290 annually. This $193 increase, or $3.71 a week, 
been eaten up, the teachers declare, by increased living costs and higher tax 

New York State, with an average annual teachers’ salary of $4,500, lead 
country, followed by the District of Columbia with a $4,300 average and Calif 
nia with $3,967. Mississippi again is at the bottom of the list, paving its teac! 
an average of $1,475 a vear. Arkansas is next to Mississippi with $1,700 
South Carolina is third from the bottom with $2,130. 

Six States pay some teachers less than $20 a week— Mississippi, South Caroli 
Kentucky, lowa, Georgia, and Missouri. Ten others pay a minimum of 820 


t 


$25 a weel 


For the country as a whole, the publie schools cost just a little more than $5,000 
009,000, a slight increase over that in 1950-51. Two States—New York 
California—spend more than $500,000,000 each. Because of spiraling costs 


funds needed to operate the publie schools have risen higher than ever | 
Educators complain, however, that the money they get cannot buy as muc! 
their funds of as recently as 2 vears ago. 

Once more the effects of the Korean conflict can be seen in the classrooms 
every community in the United States. 

With the Congress in session the NEA and other school organizations again \ 
seek Federal aid for the public schools. One Member of Congress who has adv: 
cated a Federal-aid bill—Senator Lister Hill, of Alabama—asserted that 1 
strength and security of the United States against aggression were bound 
exorably to education. In a statement to the Times he observed: 

“Education has given us the widespread, high level of intelligence and genera 
competency by which we have built history’s most perfect example of democrat 
government and preserved it against the winds of alien ideologies. We face a 
long period of international tensions and hig armaments that may last perhaps 
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5, 10, or even 20 years. In terms of sheer numbers of people our potential 
ies hold a heavy advantage and our intelligence sources tell us that Russia 
i her satellites are feverishly working to train large numbers of skilled workers, 
ructed by industrial experts taken out of East Germany since the last war. 
We must fix our educational sights accordingly and insure that every American 
and girl has the opportunity for maximum development of his or her capa- 
ties. Only in this Way can we meet the need for more scientists, more engi- 
rs, more chemists, more physicists, more technicians, more skilled workers of 
kind, more nurses and doctors and leaders in other professions and business.” 
status of publie school education, in contrast t j 


tO CONaCITIONS @ Vear ago, as 
} 


by regions in the Times survey, follows: 


NEW YORK AND MIDDLI ATLANTI( 


avy influx of voung children has burdened schools in recion, and with 
of relief in sight. Both New York and Pennsylvania r rt the largest 
ent inereases. The revisters of all the States and t trict of Columbia 
creased about 200,000 In face of the need 


aa 
es report difficulty in obtaining building materials | , 
pushing school-building provrams. New York intends to spend $150,000,000 
vear, compared with $100,000,000 last vear 
Salaries in this area are among the best. No State except De ‘ 
ficient number of elementary teachers. Pennsylvan a cannot obtain enough 
fied secondary, as well as elementary schoolteacher The 
than 10,000 teachers who hold substandard certifieat 
ar. 


¢ 1 . 
tor SCHOOIS, all 


ven so, most States 


aware can ve 


region en p ovs 


es, an increase over 
NEW ENGLAND 


Kneland offers a contrasting } 
Massachusetts, Connecticut, an pay 
an the national average, the other three ¢ 1 The 
Hampshire, and Vermont are } 
‘rn States, 

Connecticut, Massachusetts, and Vermont rd 
ss. Almost all the States report conditions are bet 


+} 


salaries of Maine, 


in some of the 


large enrollment 


“aco, and 
1 


e 


number of teachers on substandard certificates has d Rhoc 


ind need additional teachers, largelv in the elementar 


setts 


Connecticut need 500 elementary teachers each 


SOUTH 


Conditions in the South, althourh steadily improvine® sit 
poor enrollment has been increasing some tates 
The problem is largely one of improvir schoo 
er standards. Absenteeism and school drop-outs also ar 


Many southern teachers are on emergency licenses, a 


number has decreased in the last vear 
However, a large number of southern pupils receive an impaired education, In 
\rkansas, Alabama, and Kentucky, 50 percent of the pupils are affected by sub- 
standard teachers, inadequate buildings, and double sessions. The lowest salaries 
in the country are paid in the South. Some teachers in Mississippi ive $500 
i vear, in South: Carolina $600, and in Kentucky $640 All State region 
fall below the national teacher’s salary average 


SOUTHWEST 


-nrollment increased in all States, with Texas showing a gain of 29,000 in 


\ll States report conditions are either better or same as last year 
has not increased its teaching staff despite its enrollment gain 


hh 


avear. 
Te XAas, however, 

Salaries in New Mexico and Arizona are above the national average. Arizona, 
with $3,800, ranks fourth. Only Arizona reports it can obtain all the teachers, 
both elementary and secondary, it needs. 


MIDWEST 


region, 


School conditions are generally reported as improving in the 12 States in the 
] 


Enrollment is on the upswing, due in large part to growth of defense 
industries, particularly in Michigan. 
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Some glaring contrasts are evident. Michigan pays its teachers an averag 
annual salary of $3,700, seventh highest in the Nation, and Illinois, with $3,600 
is near the top 10. But North Dakota with $2,162, South Dakota with $2,185 
and Nebraska with $2,200 are forty-sixth, forty-fifth, and forty-fourth, respec- 
tively, in the national standing. Although in many States the number of sub- 
standard teachers is negligible, approximately one-third of Missouri’s, one-seventh 
of South Dakota’s, and one-eighth of Michigan’s teachers hold substandard 
certificates. Large numbers of pupils are receiving second-rate or impaired 
schooling. 

ROCKY MOUNTAIN 


The postwar birth rate is evident in the Rocky Mountain publie scho 
Colorado reports an enrollment increase of 5,000, Utah 7,000, Wyoming 3,000 
and Nevada 3,000. Considering the total number of pupils in each State, tl. 
gains are significant. 

With the exception of Utah, where about one-tenth of the teachers hold e1 
geney certificates, the problem of substandard teachers has been largely sol\ 
Utah is making improvements. The average salaries range from $2,900 
Colorado to $3,316 in Nevada All report they can obtain secondary, but no 
can get elementary teachers. 

NORTHWES1 

Montana and Idaho have approximately the same number of teachers, 5,225 
and 5,020, respectively, but Idaho has 16,000 more pupils. Idaho needs bot! 
elementary and secondary teachers while Montana needs only elementar 
Both have many emergeney teachers. There is a big difference in teacher 
salaries. Montana has an average of $3,415, Idaho, $2,639 


FAR WEST 


Teachers’ salaries in the Far West are among the highest in the country.  Cali- 
fornia, with a $3,067 average, is second nationally and Washington, with $3,690, 
is ninth; while Oregon, with $3,650, is tenth. 

California now has 63,800, the second largest staff in the country. The number 
of teachers on emergeney certificate increased 7,600. Oregon has 1,800 of 
12,350 teachers on substandard licenses. All need elementary, but Washingt 
also needs secondary teachers. 

The Times study shows serious school problems in every section of the lar 
It also shows that not enough attention is paid to these problems.  Soarit 
enrollments, fewer buildings, a shortage of teachers and a lack of money to ke 
pace with school needs have combined to bring another educational crisis 

While this crisis is not vet in the acute stage, our svstem of free publie educa 
may be endangered unless the schools receive more financial support 


SUMMARY OF CURRENT CONDITIONS IN NATION’S SCHOOLS 


The present status of total teaching staff, emergeneyv teachers 
salary and student enrollment for elementary and secondary 
throughout the Nation, follows: 
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TEACHER SHORTAGE Is Stitt a PRoOBLEM—105,000 More Are NEEDED IN 
ELEMENTARY SCHOOLS YEARLY, But Tuey Ger ONLy 35,000—RuRAL AREAS 
Worst Hit—Cities, Except New York, Atso Are FreEevina Pincna— 
SrruaATION GRAVE, Epucators WARN 


his Nation’s publie schools face a dangerous teacher shortage. Although a 

mum of 105,000 new elementary teachers are needed annually, only 35,000 

are being trained. This means that within 10 years a shortage of 700,000 teachers 
will confront our schools. 

With elementary school enrollment rising 1,000,000 a vear, the teacher shortage 
will grow inereasingly acute. And to make the situation still worse, fewer stu- 
dents are entering the teachers’ colleges this vear than last. 

Reports from virtually every State in a Nation-wide survey by the New York 
Times shows that school svstems cannot get enough elementary teachers. Peri- 


lic warnings have been sounded by educators, but nothing has happened—the 


shortage continues, 

Although the shortage is found everywhere, it is most acute in the rural areas, 
in the South, Midwest and Far West. But even the larger cities (with the 
exception thus far of New York) have begun to feel the shortage. Nothing quite 


as serious as this has hit the public schools in a generation. 


THE NEEDS ANALYZED 


To provide enough teachers to take eare of the tremen lo is inerease in ele nen- 
tarv enrollment over the next 10 vears and to eover ordinary losses through 
death, resignation and retirement—the Nation will need at least 105,000 new 


teachers annually. There are 600,000 teachers emploved in the elementary 


schools. The drop-out rate is 12 percent, or 72,000. The 1,000,000 additional 
children will require another 30,000 teachers annually. However, the teachers’ 
colleges are supplying about 35,000 teachers annually. 

Factors that have contributed to the teacher shortage include the increased 
pupil enrollment, the fact that teachers are dropping out of the profession faster 
than thev are being replaced, and the attractiveness of opportunities in other 
fields. 

“The blunt fact is,’ warned Dr. Earl J. MeGrath, United States Commissioner 
of Edueation, ‘‘urless we do something drastic—and immediatclv— to :elieve the 
teacher shortage, a whole generation of American boys and girls will be short- 
changed in their right to obtain a fundamental education. 

“The thinner you stretch your available teaching staff to cover the unprece- 
dented and inexorably inereasing enrollments in our publie schools, the less 
chance there is for a teacher to do a competent job of teaching. It is the child 
who inevitably suffers And when the child suffers, the > ; 

\ critical need also exists in many parts of the country for the replacement 
of undertrained teachers Of approximately 600,000 elementary school teachers 
in service, about one-half, or 300,000, measure up to the minimum requirement 
of a college degree. ‘Two hundred thousand have completed 2 vears of college; 
the education profession recognizes the necessity for retraining them, and steps 
have been taken to help them improve their academic training. However, 
100,000 are so woefully undertrained as to make necessary their replacement 
at the earliest possible moment 


‘ation suffers.’ 


CONDITIONS IN HIGH SCHOOLS 


At the high school level only small inereases in total enrollment are foreseen 
until 1957. At that time, according to Dr. Ray C. Maul, research associate of 
the National Commission on Teacher Education and Professional Standards, a 
phenomenal inerease may be expected By 1960 the total high school enroll- 
ment will be at least 8,500,000, or one-third more than at present 

The country needs 48,000 qualified candidates each year to replace high school 
teachers who leave the profession for all reasons. By 1960 the annual need will 
approach 70,000. 

The problem at the high school level is not total numbers of available qualified 
candidates. There is, however, an unbalanced distribution of the candidates 
among the various high school teaching fields—there are more social studies 
teachers than can be emploved, while there continues to be a shortage of candi- 
dates for teaching homey economics, girls’ physical edueation, and library service. 

Only 17 States require a college degree for the elementary schoolteaching 
certificate, 4 require 3 vears of college, 1 State requires 24 vears, 16 require 2 
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years, 2 States require 114 years, 7 ask for 1 year, and 1 State— Nebraska—does 
not require any college preparation. 

Dr. Willard EF. Givens, executive secretary of the National Education Associa 
tion and generally recognized spokesman for the public schools, stressed that 
nation either in peace or war can afford to neglect its home base—it must 
particularly concerned about health, competence, and morale of its people. 

“The main source of the continued strength and capacity of the American 

eople,’”’ Dr. Givens said, “is to be found in our children and youth. What our 
Nation does about the education of the young determines whether we are devel- 
oping national stamina or committing slow suicide.” 

One of the leading reasons for the grave teacher shortage, Times correspondents 
and education commissioners agreed, is the low pay of teachers. On the average, 
the classroom teacher gets about $60 a week—the range goes from $10 to $125 
In Mississippi, for example, where there are 16,000 teachers, only 105 get $4,000 
or more a year, While 4,243 get less than $1,000. 

In Mississippi, a sheet metalworker averages $378 a month; a truck driver or 
plumber, $360; an electrical worker, $207; policemen and firemen, $230; whil 
teachers average $122 (yearly average $1,475). 

It may seem unfair to take the poorest-paying State for comparison, but the 
Times survey showed similar disparities in the other States. Figures prepared 
by the New Jersey Education Association show that between 1939 and 1950, the 
per capita income of New Jersey residences increased 126 percent; in the same 
period, average salaries of teachers increased 66 percent. 





OTHER DETERRING FACTORS 


Low salaries alone do not keep potential teachers from the profession. Teachers 
object to poor working conditions, to inadequate training facilities, to social 
pressures, and to a negative attitude on the part of the public. Teachers want to 
be a part of the community, but frequently find that they are not permitted to 
be active citizens. Some cities still refuse to employ married women teachers, 
and require women to resign if they get married while in service. 

The shortage is about evenly divided over the Nation. The Pennsylvania 
State Education Association, Which has a membership of 55,000, reports that in its 
State the shortage is mostly in rural sections. Pittsburgh needs teachers for 
kindergarten and primary classes; it also needs specialists ini the fine arts and 
crafts, in home economics, and for the mentally retarded. 

In New York State there is a shortage of 750 teachers in elementary schools 
outside this city. The State education department expects this shortage to in- 
crease to about 1,150 in the current school vear and to 1,750 in the 1952-53 vear 
The shortage is most acute in suburban regions, which haye been growing mu¢ 
faster than the cities in recent vears. The main problems are in the Nassau 
Westchester, Buffalo, Rochester, and Svracuse areas. 

Shortages are growing in New Ingland. Maine reports a shortage in the ele- 
mentary division, particularly in the rural areas. Here, as elsewhere, the officials 
are up against the problem that teachers seek employment in the major cities o1 
surrounding communities, which offer the best salaries and working conditions 
By the time the cities and towns get their pick, the supply becomes exhausted 
before the rural areas are reached. It is estimated that 500 additional teachers 
could be used in Maine. 

Connecticut, too, could use 500 additional teachers for the elementary sc! 
Massachusetts reports that its shortage is greatest from kindergarten thro 
the first three grades. The State commissioner of education, Dr. John J. Desmond, 
pointed out that there is a trend in his State (it is found elsewhere) toward hiring 
liberal-arts-college graduates and retraining them for elementary teaching throug! 
special courses at teacher-training institutions. 


REPORTS FROM THE SOUTH 


Every Southern State reported a teacher shortage. Dr. Dowell J. Howard, 
Virginia superintendent of instruction, noted that 3,700, or 27 percent, of Vir- 
ginia’s 13,829 elementary teachers were not properly certificated for the grades 
they are teaching. 

Fifteen percent of Virginia’s teachers, or 2,119, hold local permits or emergency 
licenses. Most of the local-permit holders are high-school graduates only. North 
Carolina needs 3,000 qualified elementary teachers. Each summer the news- 
papers of the State carry want ads calling for teachers—mostly elementar) 
teachers in rural areas. Georgia is in dire need of qualified teachers. ‘The 
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standard teaching requirement in Georgia is based on a bachelor’s degree. Last 
vear 44 percent of the State’s 24,618 teachers had training below that level. 

* Florida will need 1,000 new elementary teachers each year for the next 4 years, 
plus replacements for those who for various reasons leave the teaching profession 
each year. A similar story comes from Texas. The shortage 
vell as rural areas. 

On the west coast the teacher shortage is a major problem—caused in large 
part by the influx of people to Washington, Oregon, and California. Mrs. Pear! 
4. Wanamaker, superintendent of public instruction in Washington, estimated 
that elementary schools in her State could use 1,050 more teachers right now, and 
the secondary schools 550 more. 

Poth Oregon and California reported growing teacher shortages. For the 


exists in urban as 





1951-52 academic year, Oregon is issuing 1,800 emergency and substandard 
certifieates. In California, the shortage exists at the elementary level and in 
specialized fields—teaching the mentally retarded, physically handicapped, and in 
fields such as women’s physical education, agriculture, and industrial arts. Last 
vear the State had 7,600 teachers on emergency substandard certificates 

The teacher-shortage problem cannot be solved overnight, educational spokes- 
men agreed. But they are concerned over the lack of interest in teaching among 
students and the publie generally A recent survey in Indiana showed that only 
2 percent of a sampling of 4,000 high-school students were definitely committed 
to teaching as a profession, while another 2 percent thought they might enter the 
field. The vast majority of bright students in Indiana and elsewhere are staying 
awa) from teaching. 


QUALIFIED TEACHER NEEDS BY STATES 


Needs for qualifed teachers in elementary and secondary schools have beer 
estimated by the States as follows: 





Number of addi- Number of addi- 
tional qualified tional qualified 
teachers needed teachers needed 

Elemen- | Second- Elemen- | Second- 
tary ary tary ary 
school school school school 

MIDDLE ATLANTIC MIDWEST 
Ohio. _.. 200 0 
New York 3, 000 500 |, Indiana. | 700 100 
New Jersey 2, 800 100 Illinois. 1, 000 200 
Pennsylvania 900 1, 000 Michigen . 5. 000 200 
Delaware 38 3s W isconsin 3. 000 0 
District of Columbia 200 90 || Minnesota 1, 000 200 
Maryland 2, 296 468 | Iowa ; 444 49 
Missouri 7, 900 600 
NEW ENGLAND Nerth Dakota 0 0 
South Dakota 1, 603 193 
Maine 200 75 Nebraska 700 100 
New Hampshire 250 35 Kansas 0 
Vermont 240 125 
Massachusetts 500 0 ROCKY MOUNTAIN 
Connecticut 500 228 
Rhode Island 0 0| Wyoming 75 25 
Colorad 2 FM 0 
sOoUTH Utah 00 A) 
Virgin 1, 500 300 Nevada. . 4) 25 
West Virginia 1,159 100 
North Carolina 3, 000 0 NORTHWEST 
South Carolina 20 4,940 
lennessee 1, 000 200 Montana 77 ISO 
Creorgila 1, 000 300 Idaho ef Oi 
Alabama 6, 891 1,111 
Mississippi 1, 900 100 FAR WEST 
Arkansas 1, 000 500 
Louisiana 450 150 Washington 1,050 550 
Kentucky 3, 033 434 Oregon 1, 800 0 
Florida ; 2 700 100 California 5. AO 0 
SOUTHWEST Total, United State 71, 886 15, 121 
Oklahoma ete 200 75 
Texas 2 500 1, 300 
New Mexico ne 80 20 


Arizons 0 0 
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SHORTAGE OF STEEL Hits ScHoOoLS Harp—ALLOTMENTsS BY DPA Far LEss 1 
ReQuEsTED To Merger Basic ReEQUIREMENTS—MAKESHIFTS UsED WIDE! 
Rapipty Ristnc Roitits PrRopuck CLaAsses CALLED Too Bic ror Errr 
TEACHIN( 





The steel shortage has hit the Nation’s schools a terrific wallop. 

Faced with soaring enrollments, overcrowded conditions and increased nee 
classrooms, the school systems are unable to build. Lack of adequate schoolho 
is listed as the No. 1 educational headache from one end of the country to the o 

Almost unbelievable conditions exist in many communities. Enrollments 1 
nearly 1,000,000 a year over the country, coupled with inflationary costs and 
inability to get priorities on critical materials, have joined to make an alar 
condition Despite the efforts of highly placed educational officials, the 
needed for school construction cannot be obtained in quantities necessary to |} 
pace with student growth. ; 

One out of every five schools in the country is obsolete—and this figure dov 
include the hit-or-miss contraptions now used as scl 

During the next 7 years, astudy by the New York Times s 
need to build 600,000 classrooms, at a cost of $20,000.000.000 (a classroon 
today Ss prices costs from $30,000 to $35,000). Of the « lassrooms, 222,000 wil 
used for the increased enrollment, 126,000 will be for normal replacements 
252,000 to reduce the existing backlog. This means, in effect, that the Nat 
must build at least 80,000 classrooms a year for the next 7 vears. 

Chis will not be possible by any stretch of the imagination. The vear 1950 
was the peak vear for building schools in this country 10,000 classrooms \ 
constructed at a cost of $1,200,000,000. Even at this tremendous rate 
Nation was getting only about one-half the buildings needed to meet current 1m 
and wipe out the backlog. 


ools On an emergency t 


how s, the country 


LITTLE CONSTRUCTION THIS YEAR 


But what about this vear? Or the immediate years ahead? Judging f1 
‘nt indications, the Nation’s school-building program will bog down seriou 
It is doubtful if even the current inadequate rate of construction will be contit 
through 1952. The increased demands of the defense program for critical metal 
steel, copper, and aluminum—-make it appear unlikely that the needs for 

school construction can be met in al \ substantial degree. 

Under allotments made to the United States Office of Education by the Def 
Production Administration, materials can be granted for the most part to build 
actually under way 

Few new schools will be built during 1952, unless more steel is made availabl 
A report from Dr, Farl J. MeGrath, United States Commissioner of educa 
tells the story graphically, For the quarter beginning Julv 1, 1951, his off 
submitted an estimate of 192,000 tons of steel for basic requirements for a 
sducational purposes. The amount allotted was 100,000 tons. 

The difficulty was increased further when the last quarter allotment was mad 
known—it was smaller than that for the third. Basie requirements totali 
196,000 had been requested——-and 94,000 tons were assigned. After a vigor 
appeal from the edueation office, 10,000 tons were added. 

Bad as last vear’s situation was, this vear’s tends to be worse. Educatic 
allotment for the first quarter of 1952 is 97,000 tons, less than 38 percent 
estimated total requirement of 225,000 tons. 

\ecording to Dr. MeGrath, the first quarter is particularly critical for scho 


construction because postponements then will mean the loss not merely of tho 
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months but of an entire school vear. 

Dr. MeGrath stressed that with an allotment of 97,000 tons for elementary a 
secondary school buildings, priority will be given for construction now under wa 
The light will be given also to communities that have serious overerowd 
in elementary and secondary schools. It will continue to be necessary to defe1 
approval of new buildings where the purpose is primarily to eliminate obsolet 
structures, 

This is what has happened thus far: of 2,259 schools under construction in 195! 


critical materials were allotted to 1,528; materials were not available for 831.) © 









the 1,001 applications for projects on which to begin construction during t 
fourth quarter of 1951, critical materials were allotted to 86—materials were | 
available for 915. Out of 3,260 applications for last year, steel went to 1,624 
projects, and 1,636 were turned down. ; 
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WARNS ON WEAKENING SCHOO! 
( nenting on this situation, Dr. MeGrath declare 
No person questions that, in this period of international crisis, the require- 
s of the military and defense production for steel and other eritica!l material 
j be met. But it is also imperative that we permit no further weakeni 


ir public-school system. 
We ean’t put our youngsters in educational cold storage for the duration 
Fdueation must be obtained on a vear-by-vear basis. If 
a 


d-class education, or no education during his formative vears, the handicap 


a child is given second- 


remain for his entire lifetime The edueation of our voung people must re- 

ain squarely in the forefront of any long-term program for the defense of democ- 

racy Otherwise we run the risk of losing one of the goals for which we are 
yhting.”’ 

Spiraling costs also have affected the schools seriousl For example, $1,000,000 


spent for school-building construction last vear purchased only about as much 
ant as $568,000 could have bought at the end of World War II or as much as 
$446,000 could have purchased in 1940. 


CLASSES MEET IN HOMES 


\s a result, our understaffed, badly housed schools faced an unprecedented 
me riod of shortage. It is doubtful that even half of the 80.000 classrooms needed 

1952 will be constructed. School systems everywhere are sending out SOS 
signals. They are utilizing every conceivable space to keep scl 
not unusual to find children attending school in private homes, church basements, 
-tore lofts or in One case observed by this writer, a section of an undertaket’s parlor. 
Supplies, equipment, and textbooks are lacking in manv schools. 

state after State reports impaired educational facilities because of inadequate 
buildings. In Illinois, for example, the lack of steel and other critical materials is 
preventing the construction of a number of school buildings. Approximately 
13,000 students in Illinois are enrolled in schools where double sessions are neces- 
ary, While 7,500 are attending schools in buildings that are definitely inadequate. 

Pennsylvania likewise reports a serious building shortage, even though 
$35,000,000 was spent for new buildings during the 1950-51 school year and 
$40,000,000 will be spent during 1951-52. In this State it is estimated that 
8,500 pupils will suffer an impairment in school this year because of double sessions 
or part-time instruction. 

klsewhere the situation is just as serious. Officials report that the building 
situation in Arizona is steadily worsening. There, as elsewhere, the same story is 
repeated: during the war, buildings could not be erected because of the shortage 
of materials. After the war, many school systems thought prices were going to 
drop and so considered it poor business to build until construction costs went down. 


1001s Open. It is 





EIGHTEEN JERSEY PROJECTS DELAYED 


Some States, such as New Jersey, declare that a substantial proportion of the 
students are suffering some impairment in their schooling because they are enrolled 
in classes too large to permit effective teaching. 

In New Jersey 18 projects, including new schools, additions, and annexes, 
representing a total cost of $4,257,225, are being held up by lack of steel or other 
critical materials. Unless more steel is allocated during the first quarter of this 
vear, 31 additional building projects, representing a total cost of $12,000,000, 
will not get started. 

Despite a large building program, Maryland has been unable to keep pace 
with its still growing school enrollment. Now standing at 369,958, the enroll- 
ment is the biggest in the State’s history. In the next 3 years it is expected to 
go to 437,000. Classes are being held in shifts and in stores, churches, base- 
ments, and other rented space. 

Because of lack of funds, Alabama is not planning a general school-building 
program. A very limited amount of Building Commission Funds is available for 
critical emergency school building needs. A survey is now being made to deter- 
mine building needs with the hope that some provisions will be made to finance 
construction of school plants needed. As a result, Alabama officials report that 
300,000 pupils are seriously in need of adequate housing. To do a half-way 
adequate job, the State would have to spend $300,000,000 for school buildings. 
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WESTERN ROLLS ARE RISING 


Reports from the Midwest and far West indicate that a huge building program 
will have to be started immediately if the enrollment increases are to be absorbed 
A school building program is under way in Wisconsin. Most rural schools were 
constructed before 1900. It is estimated that $234,000,000 must be spent in the 
next 20 years to provide adequate facilities. Lack of steel and other critical 
materials has crippled some of the current construction—about 25 projects ar 
now being held up pending Federal priorities. During the current school year 
24,000 pupils attended schools in substandard classrooms. 

A school building survey, conducted by the State Superintendent of Public 
Instruction, is in progress in Colorado, where the effect of lack of steel is beginning 
to be felt. Fifty-six thousand pupils will suffer impairment in their schooli: 
this vear as a result of inadequate buildings or double sessions. In the neighbor- 
ing State of Utah, 15 new plants are underway or committed, mostly in defens: 
areas or such major cities as Salt Lake City and Ogden. In a half-dozen schoo! 


systems, gymnasiums and auditoriums are doubling as classrooms, while three’ 


towns utilize church structures. 

And on the West Coast, the Times’ study found that Washington’s pupil schoo! 
classrooms were more crowded than ever before. Construction has lagged con- 
sistently behind enrollment, in spite of a $40,000,000 bond issue approved by th 
voters. 


NEEDS OF WASHINGTON 


Attendance State-wide in Washington jumped 19,000 this vear over last, but 
only 350 new classrooms were made available. School officials say they need 
3,000 more classrooms. The total cost of the building program in the next 10 
years, assuming funds are available, is estimated at $300,000,000. Because of 
the classroom shortage 42,000 pupils now are receiving instruction in temporary 
portables or in makeshift classrooms in basements, corridors, or other space not 
intended originally for classroom use. 

In Oregon school administrators warn that a lack of steel and other critical ma- 
terials has definitely slowed down the building program. If more steel is not 
available soon a considerable number of students will be on double sessions next 
fall. Similarly, California, now in the midst of a building program costing 
$200,000,000 a year, cannot keep pace with its growing enrollment. The lack of 
steel for school construction has become serious in parts of California. A study 
indicated that California needed one-half of the entire amount of steel allocated 
to the entire country for school-building purposes. 

There does not seem to be an easy way out of the dilemma. The schools need 
more steel and other critical materials. So do hospitals and other welfare agencies, 
Government authorities retort. And, of course, the defense needs must come 
above all the others. Educators are hopeful that the Government will find 


some way to provide the schools with enough material and equipment to prevent 
the children from getting cheated. 


INFLATION AFFECTS OUTLAY ON ScHOOLS—DEcLINING DOLLAR VALUE PUSHES 
INCREASED OPERATION Costs Stitt HIGHER OvER NATION—RESISTANCE TO 
TAXATION—REvISION Is SouGuT ror ArcHAIC LEVYING—BONDS FOR BUILDING 
Face Loca.ity Opposition 


It costs a lot of money to run the country’s school system. More buildings, 
more teachers, more equipment, more supplies, and more children give school 
administrators a continuous headache as inflation diminishes what available 
funds can accomplish. 

The New York Times survey, which obtained data from the 48 States and 
leaders in American education, shows that this year the public school will cost the 
taxpayers about $5,000,000,000 for operating expenses and $1,000,000,000 for 
buildings. This is an increase of nearly $400,000,000 in operating expenses, but 
it is illusory because of the inroads of inflation. 

For the Nation asa whole the estimated expenditure for a pupil in average 
daily attendance increased from $206 in 1950-51 to $216 in 1951-52. However, 


the National Education Association notes that the purchasing power of the $216 
in prewar dollars is about $115. 


New York, with an expenditure of $325 for each pupil, leads the other States 
Other States spending more than $275 


and is followed by New Jersey with $312. 
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include Oregon, Wyoming, Montana, and Delaware. Mississippi is at the bottom 
of the list with $88. States spending $150 or less are Alabama, Arkansas, Georgia, 
Kentucky, North Carolina, South Carolina, Tennessee, Virginia, and West 
Virginia. 

LESS OF INCOME FOR SCHOOLS 


Despite the record amount spent for schools this year, in terms of 1952 dollars, 
the percentage of national income that goes for public elementary and secondary 
schools is considerably lower than it was in the depression years. In 1933-34, 
according to United States Office of Education figures, 4.32 percent of the national 
income was spent for public school education. But in 1949-50 (last school year 
available) the country spent only 2.57 percent. 

Although the mounting expense of running the public-school system is criticized 
in some quarters, education does not get so much of the national income as do 
some of the luxury items. For example, in 1950 the people of this country spent 
$8,100,000,000 for alcoholic beverages, $4,409,000,000 for tobacco products and 
smoking supplies, and $2,291,000,000 on cosmetics and beauty parlor services. 

During the comparable period (1950-51) they spent $4,836,213,084 for the up- 
keep of the public schools. In other words, about $15,000,000,000 went for these 
luxuries and a third of that amount for the education of 25,000,000 boys and girls 
of school age. 

Informed educators observe that the $6,000,000,000 expended for the operation 
of schools and construction of buildings during 1951-52 will buy about half that 
amount in goods and services, measured in terms of the 1939 dollar. In many 
communities the schools take the lion’s share of tax moneys, but even then the 
costs mount more rapidly than the funds allocated. 


NEW MONEY SOURCES SOUGHT 


Various suggestions have been made for financial assistance to the schools, 
More State aid is sought in many communities. Bond issues and increased tax 
millage keep many citizens aware of the needs of their schools. 

The controversial issue of Federal aid to the public schools is still one of the must 
items on the agenda of many school organizations. The National Education 
Association intends to continue its fight to get a bill enacted in the present session 
of Congress. But the prospect for the measure does not appear too bright. 

School financing is complicated by inflation. The teachers are constantly 
seeking higher salaries to compensate for cost-of-living increases. The cost of all 
materials and equipment used by the schools has gone up sharply, sometimes 
double or more 1940 prices. Here is the way Dr. James L. McCaskill, director 
of the NEA Division of Legislation and Federal Relations, puts it: 

In 1950-51 the average salary for public school instructional staff members was 
$3,080; the average employed person was earning about $3,200, or 4 percent more, 
However, in 193Y the average teacher’s salary of $1,420 was 12 percent higher 
than that of employed people in general. If teachers’ salaries were in the same 
relative position to those of all other employed persons today as they were in 
1939, they would average $3,580, or $500 above their 1950-51 level. 

If the education dollar continues to shrink, warns Dr. McCaskill, this Nation 
will be unable to obtain the teaching force and build the schools required to give 
adequate education to the growing number of school children. 


CONDITIONS FACED BY STATES 


States everywhere, according to reports from the New York Times correspond- 
ents, are finding the growing school costs burdensome, yet somehow they must 
continue to meet them. 

Vermont is a typical State in this connection. The operating expenditure for 
public schools is about $13,000,000 and is increasing about 10 percent annually. 
Resistance to bond issues for school buildings is becoming apparent; some com- 
munities bring up such proposals three or four times before they are accepted. 

Local school taxes in Vermont have increased by a third in recent years and, 
since they are largely levied on property, the increase is becoming burdensome. 
State aid for education has increased, but does not absorb the major financial 
pressure. State or Federal aid for school buildings is generally felt necessary if 
the needs for school housing are to be met. 

Three years ago the New Jersey public-school budget was in the neighborhood 
of $150,000,000. Now it is close to $200,000,000. Of the $531,000,000 collected 
in taxes in New Jersey in 1950 to maintain governmental services more than a 
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third was used to pay for the education of children. About 85 percent of 
amount was realized by locally imposed property taxes, the remainder by St: 
aid distributed among localities. 4 

Some States find that an archaic tax structure is at the bottom of their edu 
tional troubles. For the most part, schools draw their funds from property ta 
rather than general taxes. Several educators have proposed that the tax str 
ture be overhauled and modernized in light of current needs. 


RISING BUDGETS IN MIDWEST 


Serious problems arise when the operating budget for schools mounts t 
rapidly. For example, the total operating expenditure for publie schools 
Wisconsin in 1951-52 was $117,000,000, in 1950-51 it was $108,350,000, and t} 
year before it was $91,000.000. School taxes are separate items and they ha 
increased greatly. An archaic property tax carries 75 percent of the school cost 
in the State. 

In the last session of the legislature the Wisconsin Farm Bureau, a member of 
the joint committee on education in Wisconsin, introduced a selective 2-percent 
sales tax bill, the proceeds of which were to be used for school purposes to reliev: 
the property taxpayer. It was badly defeated. There is some resistance to bond 
issues because of high construction costs and shortage of materials. The disposi- 
tion is to ‘‘make do”’ until this situation straightens out. 

Minnesota reports that its school expenditures have more than doubled since 
1941. In that year the total for maintenance was about $46,000,000; this vear it 
is estimated at $125,000,000. Educational needs account for more than half of 
all legislative appropriations. 

In Kansas $85,000,000 is available for the public schools this vear, an increas 
of $12,000,000 over the previous year. Most communities have approved bond 
issues for new school buildings by substantial majorities. 


FACTORS IN VIRGINIA INCREASE 


School expenditures have risen rapidly throughout the South, although this 
section as a whole does not support its public schools as liberally as some other 
areas. 

In Virginia the total operating outlay for 1951-52 is estimated at $85,000,000 
whereas 5 vears ago it was $52,000,000. For the biennium starting July 1 the 
State board of education is asking for $91,303,675 from the State’s general fund for 
school operations—an increase of 33 percent over 1950-52. 

The reasons cited by Virginia for this projected increase—and these reasons 
hold true elsewhere—are expected enrollment increase of 112,000 in 2 years, need 
to obtain 500 more teachers, and necessity for paying better salaries to attract 
and hold good teachers. 

West Virginia, with a total operating budget for schools of $70,000,000, finds 
that resistance to bond issues is increasing, particularly in rural areas, For 
several vears, all schools have levied the maximum allowed for counties; 39 of 
the 55 counties have approved excess levies permitted by the constitution. 

School budget difficulties are aggravated by an archaic tax structure, especially 
unequal assessed valuations. According to the State tax commissioner, real 
estate is assessed at only 32 percent of the appraised valuation. 

Kentucky is having difficulty because of its increased school budget. There is 
definite resistance in communities to bond issues for buildings. Only 4 of 10 
localities voting on a special school building fund tax in the November election 
were successful. School budget problems are aggravated by a generally low 
assessment of real property and an assessed valuation maximum tax rate of 
$1.50 on $100. 

The situation is appreciably better on the West Coast than in the South. 
California, with a total operating budget of nearly $500,000,000, has had success 
with almost all the bond issue elections. School taxes have gone up generally in 
recent years, both in total amounts collected and in rates. On the whole the 
citizens of Oregon have been generous in the financial support of their schools. 
School taxes have increased 400 percent since 1940-41. 

The State of Washington, with a current operating budget of about $100,000,000 
is preparing for a huge enrollment increase within the next 10 years. A $40,- 
000,000 bond issue for school buildings was approved by the voters in 1950. 
Generally communities with pressing school problems are forced to resort to 
special levies because of a constitutional provision limiting taxes to 40 mills on 
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COST OF OPERATING NATION’S SCHOOLS 


blic schools compared with cost 


current operating expenditures of the p 
ar ago are estimated Dy States as follows: 


E ATLANTK 
$270, 000, 000 
x . 000. $563, 000, 000 I in 150. 500. 000 
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siana ees 91, 000, 000 095, 580 Oregon . RBI 65, 661. 290 
tucky 32, 755, 055 3, 000, O00 California 75. 000, 000 410, 268, 167 
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)kKlahoma &3, 677, 000 000, 000 

cu 254, 000, 000 255, 828, OOO 
vew Mexico 28, 330, 000 26, 984, 653 
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GRAss-Roors MOvE ON To AIp ScHooLs—5,000 CiTIzENS’ GRoUPs HAVE BEEN ORGAN- 
IZED IN LAST Few YEARS TO IMPROVE FACILITIES—EDUCATORS PRAISE ACTION- 
SURVEY, HOWEVER, Notes THAT ATTACKS ON SYSTEM ARE GROWING ACROSS 
COUNTRY 


As never before in the past, the citizens of this country are concerned about 
their public schools. Throughout the Nation local citizens’ groups are being 
founded to work for better school facilities for all the children. 

Within the last few years an estimated 5,000 citizens’ organizations, consisting 
of every segment of the community, have been organized. This is a genuine grass- 
roots movement and has its origin in the desire of the community to provide bet- 
ter schools for its youth, 

The New York Times survey, which reached each of the forty-eight State 
commissioners of education, and obtained on-the-spot reports from Times’ corre- 
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spondents in each State, found that the participation and interest of the public 
in the schools is Nationwide. Because more money is being requested and he- 
cause conditions have deteriorated in many instances as a result of increased 
enrollments, the public has been placed in a position where its aid is needed, 

Educators cite the tremendous growth of citizen interest as one of the most 
encouraging developments of the last 5 years. They recognize that the Closer 
association that is established with the local school authorities, the better educa- 
tion the children will receive. School officials stress that there is no more ef- 
fective channels through which the Nation can strengthen and develop the en- 
tire structure of our public-school system than through citizens participation. 

The citizens’ movement receives support and impetus from the National Citizens 
Commission for the Public Schools, headed by Roy E. Larsen, president of Time, 
and consisting of national leaders of all walks of life. The commission, which 
will hold its annual conference in St. Louis next Friday and Saturday, works 
closely with 1,600 lecal citizens groups, These groups are in the forefront in 
their own communities in the campaign for improved schools. 


THREE ELEMENTS ESSENTIAL 


New citizen groups are being formed almost every day. The commission has 
found that these three elements in the formation and program of such groups 
are essential: First, that the group be fully representative of the people in the 
community ; second, that if interest itself in the overall school program rather 
than in any one particular aspect in its study; and third, that while maintaining 
ias independent view, it cooperate fully with school authorities. 

In thousands of comunities these new citizens’ committees have brought the 
responsible people of the community closer to the school administrators. It has 
brought them closer to the schools themselves and has helped solve some of 
the vexing problems of our day. Mr. Larsen puts it this way: 

“The outstanding fact is that these well-organized, representative groups have 
provided an effective Channel for the tremendous and ever-increasing interest of 
respousjble citizens in the improvement of their local schools. It is a phenomenon 
on the American scene in which educators are taking great hope.” 

Various national groups, such as the American Legion, the National Congress 
for Parents and Teachers, the Junior Chamber of Commerce, and others have 
taken an active interest in the plight of the schools. At its session last month, 
the 160-man board of directors of the National Association of Manufactures un- 
animously adopted a resolution that said that “business enterprises must find a 
way to support the whole educational program effectively, regularly, and now.” 

I'requently the citizens’ groups, whether on a local or State level, have proved 
successful in drawing the attention of the public to the school needs. For exam- 
ple, Florida’s minimum foundation program, which put a floor under the funds 
given to education, was the result of a citizens’ committee work. The passage 
of the Florida program resulted after a 2-year study by the citizens’ committee. 

Illinois boasts a large number of citizens’ school committees, most common of 
which is the advisory committee in agricultural education. Last year 216 schools 
had at least 1 of these groups. Others have been organized to raise funds and 
plan buildings. Many young persons have been brought in through school-dis- 
trict reorganization in the State, and they have been working on school boards 
advising on various problems. There are more than 500 citizens’ committees, of 
which half have been successful in raising funds for bond issues. Considerable 
enthusiasm exists in the State for school projects, and there is no trouble getting 
people to serve on committees. 

Virtually every community in Michigan has established a citizens’ committee. 
These are fostered by the Area Studies Program adopted by the State legislature 
in 1949, which is designed to encourage the people of any area to make a thorough 
study of educational conditions and needs. Boards of education have been ac 
tive in setting up these groups to educate the citizenry toward acceptance of 
school-improvement projects, 

More than 50 citizens’ groups are at work in northern California in the in- 
terest of better public schools. Many of these are associated with the National 
Citizens Commission for Public Schools, and are composed of members repre- 
senting the professions, labor, industry, education, and other segments of thie 
community. 

In almost every area of Washington State citizens’ committees have been estab- 
lished to work with school officials. Most are successful. Getting out the vote 
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<chool levies has been one of the toughest obstacles for citizens’ committees 
overcome—the special elections seldom draw anywhere near the votes a gen- 
al election does when national, State, or county officials are on the ballot. 


List la Li ll 


ATTACKS ON SYSTEMS GROWING 


Despite the vast citizen interest some segments of the community are opposed 

the school programs and to public schools generally. A concerted attack is 
being made on the Nation’s school system. Many communities are in the midst 
of controversies at this moment. In others, the critics of the public schools 
have sowed seeds of distrust and have occasionally disrupted the community and 
harmed the schools. 

Reports from correspondents of the Times indicate that attacks on the public 
schools appear in few sections, but the number of these attacks is growing 
rapidly. For the most part, the criticism is dishonest and is used to cloak ulterior 
motives. Sometimes the objective is to reduce taxes. At other times it is to 

eturn to the three R’s.” Still again, the criticism is leveled against a teacher 
or superintendent who may be considered too “progressive.” 

A counterattack against those who attack the schools dishonestly has been 
spearheaded by the National Commission for the Defense of Democracy Through 
idueation, an affiliate of the National Education Association. In a recent 
pamphlet, Danger, They’re After Our Schools, the commission warns that our 
\merican public schools are in serious danger. The pamphlet, which was spon- 
sored by several national groups, declares that a Nation-wide campaign is under 
way that threatens to wipe out many of the advances the schools have made in 
the last 50 years. 

“This is something quite apart from the honest effort of parents, teachers, and 
other civie-minded citizens to improve school programs and facilities,” the edu- 
cators warn. “In contrast to valid criticism and genuine concern for our chil- 
dren's well-being, that is a malicious campaign. It is so cleverly disguised that 
honest citizens are taken unawares.” 


M’GRATH SCORES REACTION ARIES 


Dr. Earl J. McGrath, United States Commissioner of Education, declared that 
the opposition to modern education is being stinrulated by the more reactionary 
elements who are against any development in education that broadens its scope 
to serve more genuinely democratic needs. He added: 

“The appeal to ignorance and prejudice, in all its ugliest manifestations, is 
being used to discredit this form of modern education, together with the same 
sort of ‘smear campaign’ that is increasingly being directed, within our body 
politic, against almost any form of liberal opinion.” 

lour basic arguments are used by those who attack the public schools: The 
three R's—reading, writing, and arithmetic—are being neglected; the schools use 
Communist-influenced textbooks or employ subversive teachers: too much money 
is paid for the upkeep of the schools; and the schools have failed to teach prop- 
erly. These arguments are exploited and frequently misused. 

For the last 2 years, major attacks on the public-education system have been 
under way in both Pasadena and Los Angeles, Calif. The pattern has been 
the same in both cases. First a self-appointed committee involving relatively 
obscure citizens mounted an attack on the familiar grounds of Red influence, 
poor training of pupils, frills like vocational courses, allegedly heinous com- 
bination of history, geography, and economics, and an asserted return to the 
three R's, In Pasadena the original committee, led by an osteopath, resulted in 
the tet:porary defeat of a badly needed school-bond issue (subsequently ap 
proved) and the dismissal of Dr. Willard E. Goslin, superintendent, in Novem- 
ber 1950. 

In Los Angeles the campaign has developed more slowly. A “Citizen Schools 
Committee,” headed by a film-studio construction worker, was formally ineco! 
porated in May 1950, several months after its first appearance. It has urged 
citizens to sign this creed: 

“I think these subjects should be emphasized: reading (use of phonetics from 
the beginning) ; spelling (more drill), handwriting, grammar composition, arith 
metic drill (in early grades), history, geography, and literature, with the last 
three taught as separate subjects. I believe in more classroom discipline, report 
cards with grades, standard tests for promotion.” 
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If put into practice, the above suggestions would turn the educational « 
back a good half century 

Mrs. Pearl A. Wanamaker, superintendent of public instruction in the Stat 
of Washington, believes there is a “deliberate campaign” to discredit pul 
education in that State. She says it apparently is part of a movement gain 
nationwide momentum. The bulk of the eriticism—and the most effect 
has been from tax-saver groups that constantly issue statistics showing 
much the schools are costing the public. 

The name of the National Council of American Education, and its directo 
Allan A. Zoll, is mentioned frequently by the Times correspondents. This is thy 
organization that has been charged by the National Education Association 
being dishonest in its criticism of the public schools, and disruptive in its purposes 

For example, in the campaign leading up to a school-board election last sum 
at Ferndale, a suburb of Detroit, the president of the school board was defeats 
A Zoll pamphlet, Progressive Education Increases Juvenile Delinquency, was 
tucked under the windshield wipers of automobiles parked near a school dum 
a preelection meeting of the parent-teachers’ association. 

Evidence exists that some of the material used in attacks in other States ary 
showing up in Florida. Edward Henderson, executive secretary of the Flori 
Educational Association, warned that “Florida is the next target.” He said 
has been informed that representatives of Mr. Zoll’s group were coming this way 
School officials are now making an effort throughout the State to alert the publi: 
of the impending attack. 

ENGLEWOOD ATTACK BEATEN 


Nearer home, attacks on the public schools have been made in Englewood, N. JJ 
and Scarsdale, N. Y., and Port Washington, Long Island. The public schools of 
Englewood were under attack last winter and spring in a movement headed 
Frederick G, Cartwright, Englewood resident, said to be a financial supporter of 
Mr. Zoll. A public meeting arranged by the Englewood Anti-Communist League 
of which Mr. Cartwright is the founder and president, had Mr. Zoll as one of 
its speakers. After his speech, Mr. Zoll promised to return to Englewood to 
conduct an investigation of alleged “Red” infiltration in the schools. 

Counterattack has been swift and vocal in Englewood. The Cartwright mov 
ment was stopped in its tracks by the formation of the Englewood Citizens Union 
an organization of about 100 militant citizens. This group has representatives 
at all meetings of the Board of Education to stymie any statements or moves the 
Cartwright group might make. It furnished free legal aid to teachers who had 
been named by Mr. Cartwright. 

Since 1949 the Scarsdale schools have faced vitriolic organized attacks. Th: 
attacks have been based almost exclusively on charges that books by know: 
Communists and by leftwing followers have been placed on school library shelves 
and sometimes used as textbooks, that Communist sympathizers have bee 
allowed to leeture in public schools, and that the board is derelict in not investi 
zating the entire faculty to determine loyalties. 

Scarsdale voters are on the side of the board by overwhelming numbers. N: 
member of the opposition has been elected to the board. One of the opponents 
who ran was defeated for board membership by a vote of 1,150 to 40. 

The organized school attacks may cause temporary harm, but the Times study 
shows that in the long run the general public comes to the defense of the publi: 
schools wholeheartedly. The free public schools are in the American traditio 


DOUBLING OF FUNDS FoR ScHooLs UrGEp—Epvucators FAvor TEN BILLION FOR NE\ 
BvuiLpInGs, Higher Pay For Berrer TEACHERS—T0O MAINTAIN STANDARDS 
More CENTRALIZING AND SMALLER CLASSES ADVOCATED IN STRESS ON INDIVIDU A! 
PupiL’s NEEDS 


The war mobilization program has left its impact upon the Nation’s public 
schools. 

Decreased purchasing power, increased enrollments, and a shortage of qualified 
teachers have combined to check the gains made soon after World War II. Many 
pressing problems still exist and are getting worse. 

Reports from the 48 States, in a survey made by the New York Times, indicat: 
that the schools now have difficulty in getting and keeping competent teachers, A 
program to induce young persons to become teachers is essential if standards i 
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iwhing profession are to be improved. The public generally must accept 
nsibility for the financial support of a strong school system. 

he Nation’s State education commissioners list the 10 most pressing needs 
confront the schools today. If put into practice, the 10-point program 
d cost considerable money. Some educators estimate that education should 
e about twice what it spends now—a total of $10,000,000,000 for operating 

: instead of the $5,000,000,000 it now gets 







PRESSING NEEDS ARE LISTED 





the pressing needs, as listed by leading educators, are 
More and better school facilities, new buildings to accommodate the rise 
rollment and to replace obsolete schools 
lore and better teachers, to eliminate those now serving on emergen 
cates who cannot meet accepted standards, to reduce the high pupil- 
er ratio, and to meet the needs of the rising enrollment 
More financial support for education, particularly from the local community, 
hat new buildings can be constructed, additional teachers acquired, salaries 
ed, and needed improvements made. 
Better salaries for teachers and administrators, to attract personnel to 
field and to meet the competition of the higher wages offered by private 
lustry and business, as well as to offset the rising cost of living 
. The reorganization and consolidation of school districts, particularly in 
‘rural areas, so that children in all areas can receive an adequate education. 
Smaller classes to reduce pupil-teacher ratio and to insure that the individual 
eds of all pupils are not overlooked. 
7. Special services for “exceptional” children—the retarded and the gifted. 


8. More supplies so that children can get the full benefit of the school cur- 


iculum. 

%. More and better school transportation in rural areas to improve attendance 

nd curb dropouts. 

10. Better working conditions for all school employees. 

There are other problems, of course, but these are the foremost ones. The 
educators recognize that, because of the priority taken by our defense needs, 
many of the “musts” listed by the profession will have to wait. But they are 

orried lest the wait be long, and that in the meantime the schools will suffer 
rreparable damage. 

SUGGESTED 


WELFARE AIDS 








The Department of Classroom Teachers of the National Education Association 
holds that the welfare of pupils and the welfare of teachers are so closely bound 
together as to be practically identical. Therefore, it believes that, to provide 

e best education for children, these conditions are essential : 

1. The employment of adequately trained teachers, with much attention given 
to the work during the probationary period. 

’, The adoption of a policy against discrimination in any manner on account 
grade level or subject taught, marital status, age, sex, creed, or color 

3. A teacher-pupil ratio of 1 to 25 based upon persons actually engaged in 
teaching and total student enrollment. 

!, A single salary schedule for classroom teachers providing a minimum salary 

f $3,200 1or teachers with a bachelor’s degree and salaries of at least $8,000 for 
teachers with 5 years of training and 15 years of experience. 

in many instances, teacher morale is lower now than it was a year ago. 
This reacts upon the students who might plan to become teachers. Perhaps 
the lowered morale is partly to blame for the fact that the teachers colleges 
this year have enrolled 15 percent fewer freshmen than a year ago. 

On the question of teacher morale, Dr. Earl J. MeGrath, United States Com- 
missioner of Education, holds that the primary cause of our inability to attract 
more young people to the teaching profession, and hold them, is our failure to 
pay them enough. He warns that until we can establish better salaries, it is 
doubtful that we shall be able to secure the full complement of qualified teachers 
we so sorely need. 

However, there are factors other than the economie that cause teachers to 
abandon their profession. Many teachers are overworked to the point where 
they can no longer take it. 

Others are unwilling to accept the limitations on their personal freedom 
imposed by certain communities. Still others find that conditions in many school 
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ystems act to curb their natural enthusiasm and zeal for doing a 


job, 
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“There is no doubt that really thoroughgoing research into the teacher shortag 
is long overdue,” observes Dr. McGrath. “Such a study should explore all phases 
of the matter—economic, social, and psychological—and attempt to uncover the 
root causes. We need to know all the reasons why people go, or do not go, int 
teaching and why they stay or leave it. We need to know what makes a good 
teacher and what makes a bad teacher. And we need to know what can by 
done to develop the morale of the profession.so that those who enter it will hay: 
no cause to regret their choice.” 

On the whole, the States agree as to the most pressing needs in the educatio; 
profession. They agree with Delaware that more funds for schools are impera 
tive. The unified school legislative committee in Delaware, which comprises 
20 lay and professional groups interested in education, stressed that a chang 
in the tax setup was needed so that more funds can be provided. 

Many educators say more State aid, or some form of Federal aid, is the answer 
Practically all teachers, principals, and officials of the State board of education 
are convinced that more State aid is the key to the solution of all major edu- 
cational problems in New Jersey. 


AID FOR HANDICAPPED URGED 


Without greater appropriations to construct new schools, employ more 
teachers, or pay higher salaries, no important improvement in education can be 
realized in New Jersey or elsewhere. 

Educators in Massachusetts say the teacher shortage, need for more adequate 
salaries, need for new buildings to take care of enrollments where they have 
increased, and the replacement of antiquated buildings are the most pressing 
needs for the improvement of education in their State. Dr. John J. Desmond, Jr., 
Massachusetts State commissioner of education, called also for more equality of 
education, so that the handicapped would have an equal chance with the healthy 
to learn how to be self-supporting. 

Out of seven representative superintendents in North Carolina polled on the 
question of their schools’ most pressing needs, five listed “more funds” and the 
other two said “more superior teachers who set the standard for teaching in the 
school.” According to Thomas D. Bailey, State superintendent of Florida, 
teachers and school buildings are the two most pressing educational needs. It 
will require $45,000,000 to bring the Negro school buildings and facilities up to 
the standard of schools for white children, Dased on the United States Supreme 
Court decision concerning education for Negro children, Florida can expect to be 
called upon to meet this expenditure in the near future. Other southern States 
are in a similar position. 

The most pressing problems faced on education in Texas are mounting enroll- 
ments, the building shortages, scarcity of qualified teachers, and insufficient 
school funds on the local level. Factors pointing up these problems are reacti- 
vation of military installations, speeding up production of defense industries, 
and a climbing birth rate. Texas is still trying to catch up with its building 
program after the building dearth during the war period. The problem is 
becoming acute with scarcity of materials and high costs. 

Several midwestern States list reorganization and consolidation of the small 
districts as their most pressing school need. Nebraska is typical in this re- 
spect. There are nearly 7,000 school districts in the State. Enrollments, it 
is found, do not justify the large number. For the sake of economy and a 
better educational program, redistricting is found to be necessary. The State 
has never recognized the necessity of having properly qualified teachers for 
the elementary grades. High school graduates with no college training are 
still permitted to teach under certain conditions. 

Similarly, the most pressing need for the Montana public school system 
is the consolidation of many school districts. Authorities of the Montana 
Education Association point out that Montana is a State of vast spaces and 
small population. Consolidation is dependent to a considerable extent upon 
the highways. 

There is no one answer to all the problems raised by the educators. Before 
the schools are improved, the needs will have to be examined locally and the 
necessary funds obtained. Dr. Worth McClure, executive secretary of the 
American Association of School Administrators, one of the most influential school 
groups in the country, points to the serious difficulties caused by lack of mone) 
to meet fast-growing enrollment and offset rapid increase in costs as an im- 
mediate problem to be considered. 


: 
: 
q 











SUBMERGED LANDS ACT 111 










“More teachers will cost more money,” he notes. ‘Teachers’ salaries, always 
; behind the rise of living costs, are now falling further behind than ever. Every- 
thing the schools use costs more than it did before Korea. There is evidence 
that the substantial increase in the national budget made necessary by national 









d defense is beginning to dry up State and local sources of school support.” : 
r Despite the growing problems faced by the schools, educators everywhere are t 
¢ confident that the educational facilities will be strengthened rather than weak- i 
3 ened in the immediate years ahead. They point to the tremendous interest 
taken by the public, as evidenced by the hundreds of citizens’ school commit- 






tees throughout the country, as proof that people everywhere are ready and 
willing to support the free public schools. Strong schools will strengthen our 
democratie traditions. 











APPENDIX F: MISCELLANEOUS 












1, AN ACT FOR THE ADMISSION OF THE STATE OF CALIFORNIA INTO THE UNION, 
SEPTEMBER 9, 1850 (9 Start. 452-453) 

















in Act for the Admission of the State of California into the Union 









Whereas the people of California have presented a constitution and asked i 
dmission into the Union, which constitution was submitted to Congress by i 
the President of the United States, by message dated February thirteenth, eigh- 
teen hundred and fifty, and which, on due examination, is found to be republi- 
can in its form of government: 
Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the State of California shall be one, 
and is hereby declared to be one, of the United States of America, and admitted 
into the Union on an equal footing with the original States in all respects what- 
ever. 
Sec. 2. And be it further enacted, That, until the representatives in Congress 
shall be apportioned according to an actual enumeration of the inhabitants of 
the United States, the State of California shall be entitled to two representa- 
tives in Congress. 
Sec. 3. And be it further enacted, That the said State of California is admitted 
into the Union upon the express condition that the people of said State, through 
their legislature or otherwise, shall never interfere with the primary disposal 
of the public lands within its limits, and shall pass no law and do no act where- 
by the title of the Unite States to, and right to dispose of, the same shall be 
impaired or questioned: and that they shall never lay any tax or assessment of 
any description whatsoever upon the public domain of the United States, and in 
no case shall nonresident proprietors, who are citizens of the United States, 
be taxed higher than residents; and that all the navigable waters within the 
said State shall be common highways, and forever free, as well to the inhabitants 
of said State as to the citizens of the United States, without any tax, impost, 
or duty therefor: Provided, That nothing herein contained shall be construed 
as recognizing or rejecting the propositions tendered by the people of California 
as articles of compact in the ordinance adopted by the convention which formed 
the constitution of that State. 
Approved, September 9, 1850. 
































2. SENATOR NYE’S RESOLUTION AUTHORIZING UNITED States Tithe TO SUBMERGED 





. 


LANDS AND PrerRoLeUM Deposits, PASSED BY SENATE AvGuUST 19,1987. (S.J. Res 
208, T5TH CONG., 1ST SESS. ) 








JOINT RESOLUTION 





Relative to the establishment of title of the Unite! States to certain submerged 
lands containing petroleum deposits. 






Whereas the petroleum reserves in the United States are constantly decreasing ; 
and 

Whereas the oil reserves now owned by the United States are in serious danger of 
depletion or loss from various causes; and 

Whereas large petroleum deposits underlie various submerged lands along the 
coast of the United States and below low-water mark and within a distance of 

three miles under the ocean below said low-water mark; and 
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— 


Whereas all such submerged lands below said low-water mark and within s 
three-mile limit lying along the coast of the United States are asserted to b¢ 
the property of the United States; and 

Whereas various persons have heretofore entered, or in the immediate future 
tend and propose to enter, upon such submerged lands and remove the pe 
leum deposits underlying the same, without the consent or permission of 
United States, and to the irreparable damage and injury of the United Stat 
and 

Whereas immediate action on the part of the United States is necessary to yj 
serve such petroleum deposits for the future use of the United States: Ni 
therefore, be it 
Resolred by the Senate and House of Re prese ntatives of the United States ¢ 

tmerica in Congress assembled, That the Attorney General of the United St ; 

be, and he is hereby, authorized and directed, by and through speedy and ay) x“ 

priate proceedings, to assert, maintain, and establish the title and possessio: j 

the United States to the submerged lands aforesaid, and all petroleum deposits 

underlying the same, and to cause and effectuate by proper proceedings the 

moval and ejectment of all persons now or hereafter trespassing upon or otherw 

occupying the said submerged lands or removing the petroleum deposits ther 

from, without the consent and permission of the United States, and throug 

such proper proceedings to be by the said Attorney General instituted, to st 

and prevent the taking or removing of petroleum products by others than the 

United States from the said submerged lands as aforesaid; and be it further 
Resolved, That the said Attorney General be, and he is hereby, authorized t 

bring such actions or suits in the name of the United States, and to incur su ( 

expenses and disbursements in connection therewith as he may deem proper! 

necessury to effectuate and accomplish the directions and purposes of this joint '] 

resolution. 


3. VETO MESSAGE FROM THE PRESIDENT OF THE UNITED STATES, AUGUST 1, 1946 
[H. Doc. No. 765, 79th Cong., 2d sess. ] 


MESSAGE FROM THE PRESIDENT OF THE UNITED STATES RETURNING WitHovut His j 
APPROVAL THE JOINT RESOLUTION (HL J. Res. 225) To Quier THE TITLES OF THI 
RESPECTIVE STATES, AND OTHERS, TO LANDS BENEATH TIDEWATERS AND LANDS 
BENEATH NAVIGALLE WATERS WITHIN THE BOUNDARIFS OF SUCH STATES AND To 
PREVENT FURTHER CLOUDING OF SucH TITLES n 


To the House of Representatives: 


I return herewith, without my signature, House Joint Resolution 225, entitled 
“A joint resolution to quiet the titles of the respective States, and others, to 
lands beneath tidewaters and lands beneath navigable waters within the bound- 
aries of such States and to prevent further clouding of such titles.” 

The purpose of this measure is to renounce and disclaim all right, title, inter- 
est, claim, or demand of the United States in “lands beneath tidewaters,” as 
defined in the joint resolution, and in lands beneath all navigable waters within 
the boundaries of the respective States, and to the minerals in such lands. ‘Th 
phrase “lands beneath tidewaters” is defined so broadly as to include all lands, 
either submerged or reclaimed, situated under the ocean beyond the low-water 
mark and extending out to a line three geographical miles distant from the coast 
line or to the boundary line of any State whose boundary at the time of the ad 
mission of the State to the Union, extended oceanward beyond three geograph 
ical miles. Lands acquired by the United States from any State or its successors 
in interest, or through conveyance or condemnation, would be excluded from th: 
eperation of the measure. There would also be excluded the interest of the 
United States in that part of the Continental Shelf (lands under the ocean con 
tiguous to and forming part of the land mass of our coasts) which lies more tha: 
3 miles beyond the low-water mark or the boundary of any particular State. 

On May 29, 1945, at my direction, the then Attorney General filed a suit in 
the United States district court at Los Angeles, in the name of the United States 
to determine the rights in the land and minerals situated in the bed of the Pacific 
Ocean adjacent to the coast of California and within the 3-mile limit abov 
described. Thereafter, in order to secure a more expeditious determination of 
the matter, the present Attorney General brought suit in the Supreme Court of 
the United States. The case in the district court was dismissed. I am advised 
by the Attorney General that the case will be heard in the Supreme Court a1 
Will probably be decided during the next teem of the Court. 
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he 


Supreme Court's decision in the pending case will determine rights in 


s lying beyond ordinary low-water mark along the coast extending seaward 
distance of 3 miles. Contrary to widespread misunderstanding, the case 
not involved any tidelands, which are lands covered and uncovered by the 

v ebb and flow of the tides: nor does it involve any lands under bays, har 

s, ports, lakes, rivers, or other inland waters. Consequently the case does 


constitute any threat to or cloud upon the titles of the several States to 
lands, or the improvements thereon. When the joint resolution was being 
ted in the Senate, an amendment was offered which would bave resulted in 
an outright acquittance to the respective States of all tidelands and all 
ds, under bays, harbors, ports, lakes, rivers, and other inland waters. Pro 
ents of the present measure, however, defeated this amendment. This clearly 
hasized that the primary purpose of the legislation was to give to the States 
| their lessees any right, title, or interest of the United States in the lands 
nd minerals under the waters within the 3-mile limit. 
fhe ownership of the land and resources underlying this 5-mile belt has been 
subject of genuine controversy for a number of years. It shonld be resolved 
ropriately and promptly. The ownership of the vast quantity of oil in such 
eis presents a vital problem for the Nation from the standpoint of national 
fense and conservation. If the United States owns these areas. they should 
t be given away. If the Supreme Court decides that the United States has no 
tle to or interest in the lands, a quitclaim from the Congress is unnecessary. 
rhe Attorney General advises me that the issue now before the Supreme Court 
snot been heretofore determined. It thus presents a legal question of great 
portance to the Nation, and one which should be decided by the Court. The 
ingress is not an appropriate forum to determine the legal issue now before 
the Court. The jurisdiction of the Supreme Court should not be interfered with 
hile it is arriving at its decision in the pending case 
lor the foregoing reasons I am constrained to withhold my approval of the 
joint resolution. 
Harry 8S. TRUMAN. 
THe WHITE House, August 1, 1946. 


1, RESOLUTION REQUESTING UNITED States To Protect GuLF FisHine INpUSTRY, 
oF 


INTRODUCED BY Four TrexAS CONGRESSMEN, APRIL 27, 1950 


On April 27, 1950, Sist Congress, 2d session, the following identical bills were 
ntroduced in the House of Representatives : 
H. Res. 558—Mr. Thompson of Texas 
H. Res. 559—Mr. Bentsen of Texas 
H. Res. 560—Mr. Lyle of Texas 
H. Res, 561 Mr. Combs of Texus 
The text of the resolutions, which were referred to the Committee on Merchant 
Marine and Fisheries, is as follows: 


“RESOLUTION 


“Whereas the fishing industry is an important part of the economy of the 
United States: and 

“Whereas the growing population of the Nation emphasizes the increasing 
future importance of fish, including shellfish, as food ; and 

“Whereas the fishing vessels of all nations of the world have, under the pro 

sions of international law, had free access to international waters: and 

“Whereas these international waters have long been established as those lving 

ore than three miles beyond any internationally recognized coast line: and 

“Whereas for a period of many yerrs the fishing industry of the United States 
has been pursuing its activities off the coasts of the Dominion of Canada, the 
Reprblie of Mexico, and other nations of the Western Hemisphere; and 

“Whereas the United States has granted complete recipreeal privileges to ves 
sels of all other nations; and 

“Whereas on or about April 23, 1950, five shrimp vessels owned and operated 
hy citizens of the United States and under the registry of the United States, 
fishing approximately one hundred and twenty miles southeast of Brownsville, 
Texas, in international waters twenty-one fathoms deep, were seized bv a gun 
hoat of the Republic of Mexico, and together with their crews were conducted to 
the port of Tampico, Mexico, where they are presently detained: and 
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“Whereas the action of such gunboat is at complete variance with the policy 
of warm and friendly relations so carefully established by the statesmen of 
the United States and the neighboring Republic of Mexico; and 

“Whereas to permit the violation of this elemental provision of the interna 
tional code, under which the fishing industries of all nations have been esta) 
lished, would jeopardize the fishing industries of all nations; and 

“Whereas the operators of the five United States vessels in question are 
financially incapable of defending themselves against such seizure and 
attendant loss of not only their property but also the catch which was on board 
such vessels at the time of such seizure; and 

‘Whereas the operators of such vessels had every reason to believe that their 
international rights would be protected by the Government of the United States 
Therefore be it 

“Resolved, That the Secretary of State is requested to cause an immediate 
study to be made of the effect on the fishing industry of the United States of 
the present action of the Government of the Republic of Mexico. Because of 
the urgency of the situation the Secretary is requested to report the findings 
of such study to the House of Representatives at the earliest possible time.” 





>. REPLY TO THE STATES ATTORNEYS GENERAL: SOLICITOR GENERAL PHILIP B 
PERLMAN TO SENATOR JOSEPH C. O’MAHONEY, SEPTEMBER 1, 1951 


OFFICE OF THE SOLICITOR GENERAL, 
Washington, D. C., September 7, 1951 
The Honorable JoserH C, O’MAHONEY, 
Chairman, Senate Committee on Interior and Insular Affairs, 
Senate Office Building, Washington, D. C. 

DEAR SENATOR O'MAHONEY: In connection with the consideration being given to 
the joint resolution (S. J. Res. 20) introduced by you for the purpose of providing 
for the administration, by the Secretary of the Interior, of the mineral resources 
of the sea adjacent to the United States, and the bill (HI. R. 4484) recently passed 
by the House, and now also pending in your Committee on Interior and Insular 
Affairs, it would seem advisable for you and all the Members of the Senate to 
have an additional statement from those responsible for the conduct of the 
litigation brought by the Government to solve certain aspects of the problem. 

It seems advisable for this to be done because the National Association of 
Attorneys General, composed of State officials, has printed and distributed a 
pamphlet entitled “Every State Has Submerged Lands,” containing a number of 
inaccurate and misleading statements, and arguments having no valid basis either 
in fact or law. This pamphlet was also printed in the Congressional Record, 
issue of July 24, beginning at page 8914, and was inserted during a discussion 
on the floor of the Senate concerning the ownership of rights in the marginal sea 

Your measure (8S. J. Res. 20) is designed to give impetus to plans for immedi- 
ate increased development of offshore petroleum and gas deposits, the need for 
which is emphasized by the situation in Korea, as well as in other parts of the 
world. H. R. 4484 is designed to convey away from the United States forever, all 
of its established rights to mineral and all other resources in the submerged 
lands of the marginal sea. The definition of “marginal sea” in H. R. 4484 con- 
templates areas, in some instances, far exceeding the areus claimed by the 
United States or recognized by other sovereign nations as being subject to the 
exercise of territorial sovereignty. H. R. 4484 would attempt to substitute State 
“ownership” for the area within the actual or claimed State seaward “boundary.” 


ENRICHMENT OF THREE STATES 


The bill (H. R. 4484) undertakes to give the adjacent States 3744 percent of 
the revenue received by the United States from oil and gas deposits in all sub 
merged lands seaward of State “boundaries” as defined in the bill, to the edge of 
the Continental Shelf and beyond wherever the subsoil appertains to the United 
States. In brief, the effect of H. R. 4484 is to enrich the States of California, 
Louisiana, and Texas with the oil and gas resources in the marginal sea, at the 
expense of the other 45 States of the Union, and, in addition, to give those same 
three States 37'4 percent of all revenues received by the United States from 
such minerals in submerged lands of the Continental Shelf, where the exclusive 
jurisdiction of the United States conld never be seriously questioned by any 
State. 


| 
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EVERY STATE HAS SUBMERGED LANDS 


lhis, as has been stated, is the caption of the pamphlet placed in the hands 
ft the Members of both branches of the Congress, printed in the Congressional 
Record, and otherwise circulated. Under that banner, the Attorneys General's 
pamphlet purports to prove that the decisions by the Supreme Court as to the 
stutus of the submerged lands of the marginal sea involve the title to the sub- 
merged lands of the rivers, harbors, bays, lakes, and other inland waters of the 
states. 

rhis is not true, and never has been true. Those in charge of the quitclaim 
egislation know it. Vart of the effort to legitimatize the trespass on Federal 
areas by 3 States at the expense of the other 45 States is directed to concealing 
the true status of submerged lands of inland waters, and to block legislation 
proposed by the Government to dispose permanently of baseless and frivolous 
contentions in which the entire pamphlet is framed. 

fhe Attorneys General's pamphlet contains a statement of 11 reasons for the 
support of the Walter bill (H. R. 4484) These reasons and the answers to 
them are: 

ATTORNEYS GENERAL’S CONTENTION NO. 1 


“Each of the States owns and possesses valuable submerged lands within its 
wundaries, the revenues from which are devoted to education and other impor- 
tant functions of State government.” 

his statement, standing alone, is undoubtedly true. What is false about it— 
ind the publication with it of lists of the acreages of lands under inland waters, 
the Great Lakes and the marginal sea; and of the known resources of the waters 
and the submerged lands of such waters—is the treatment of the facts as if such 
waters and their submerged lands and resources have been held to be subject 
to the paramount power and full dominion of the United States. No more 
complete misrepresentation has ever been made to the Members of Congress of 
the United States. In this way, and only in this way, could the proponents of 
the Walter bill dare print a list of every one of the 48 States with the acreages 
and resources of submerged lands of inland waters, in an attempt to persuade 
the elected representatives of all the States, that, unless the Walter bill is 
enacted, they may be deprived of valuable resources belonging to their people. 

The truth is that not a pint of inland wacers or an inch of the lands under 
such waters is involved or ever has been involved in the controversy over rights in 
the marginal sea. The Walter bill, if enacted, would vastly enrich 3 States, at 
the expense of the other 45 States, through the continued development and 
exploitation by California, Louisiana, and Texas of vast oil and gas resources 
nthe sea belonging to all the people of the Nation. 


ATTORNEYS GENERAL’S CONTENTION NO. 2 


“The title of each of the 48 States to its submerged lands, whether inland 
or coastal, has been held under a century-old rule of law that this property is 
owned by the individual States rather than by the Federal Government.” 

This is another misrepresentation, just as bold inaccurate as the first reason. 
The pamphlet says that State ownership of this type of property, whether beneath 
rivers, lakes, bays, marginal seas, or Great Lakes, has been recognized in at least 
o} previous Supreme Court decisions as a right of State sovereignty. So far as 
narginal seas are concerned, this is simply not true. There are no such decisions 
hy the Supreme Court. There never have been. 

The pamphlet says that the rule on which the States rely was stated in the 

ise Of Pollard v. Hagan (3 How. 212) in the year 1844, where the Supreme 
Court (p. 230) said: “The shores of navigable waters, and the soils under them, 
were not granted by the Constitution to the United States, but were reserved to 
the States respectively.” The Pollard case involved inland waters, and not the 
soils under the sea. It involved title to a lot between Church Street and North 
Boundary Street in the city of Mobile, Ala. It was proved that years before the 
property had been covered by waters of the Mobile River at high tide. 

The case involved a true tideland, to which the United States would have 
no claim, even if it were on the sea; and it involved what had been submerged 
ands of an inland water where the national external sovereignty of the United 
States does not apply. The Pollard cause had nothing to do with Federal rights 
in the submerged lands of the marginal sea. Neither did any of the other 52 
Supreme Court cases in which the Pollard case was subsequently cited with 
approval. 
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POLLARD CASE NOT IN POINT 


To the contrary, the Supreme Court expressly rejected, in the case of Un 
States v. California (332 U. S. 19 (June 238, 1947)), the very statement n 
asserted as a fact by the pamphlet issued by the Attorneys General. ‘I 
Supreme Court declared that the rule stated in the Pollard case related 
inland waters (p. 36), and it found no basis upon which that rule could or should 
be extended to the soil beneath the ocean, It examined the cases cited by thy 
States and found that none of them had decided the issue. The Supreme Court 
discussed the circumstances which “pointedly raised this State-Federal cont! 
for the first time.” 

Even Mr. Justice Reed, who was the only one of the eight members of the Court 
participating in the California case who believed that the State was the owner of 
the lands involved, observed in his dissenting opinion that “no square ruling o! 
this Court has determined the ownership of those marginal lands * * *” (¢ 
U.S. 43). And that was in the October term, 1946, of the Supreme Court. There 
is no basis in fact or law for any claim that there was any century-old rule under 
Which the States had rights in the soil of the ocean. 

The first tangible claim of rights in the marginal sea was made by Secretar 
of State Thomas Jefferson, on behalf of the United States, in the year 17938. The 
Supreme Court found that “not only has acquisition, as it were, of the 3-mile 
belt (in the sea) been accomplished by the National Government, but protection 
and control of it has been and is a function of national external sovereignty 
(p. 34).” Therefore, the rule giving the United States authority over and rights 
in the soil under the coastal waters had its genesis in acts of the Federal Goy- 
ernment beginning at least 158 years ago. 





APPROVAL BY SENATE 


The answer to the unsound contention that there is or was any century-olé 
rule giving ownership of the submerged lands in the marginal sea to the States 
does hot rest upon court determinations alone. As recently as August 19, 195% | 
only 14 years ago, the Senate of the United States passed a resolution (S. J. Res. l 
208, 75th Cong., Ist sess.) the preamble of which declared, in part: “Whereas large 
petroleum deposits underlie various submerged lands along the coast of the 
United States and below low-water mark and within a distance of 3 miles under 
the ocean below said low-water mark; and, whereas all such submerged lands ‘ 
below said low-water mark and within such 3-mile limit lying along the coast 
of the United States are asserted to be the property of the United States; and 
whereas various persons have heretofore entered, or in the immediate future 
propose to enter upon such submerged lands and remove the petroleum depos 


underlying the same without the consent or permission of the United States, 
and to the irreparable damage and injury of the United States; and whereas ; 
immediate action on the part of the United States is necessary to preserve suc! 
petroleum deposits for the future use of the United States.” 

The resolution then went on to provide that “* * * the Attorney General of th: 


United States be, and he is hereby, authorized and directed by and throug 
speedy and appropriate proceedings, to assert, maintain, and establish the tit! 
ind possession of the United States to the submerged lands aforesaid, and a 
petroleum deposits underlying the same, und to cause and effectuate by proper 
proceedings the removal and ejectment of all persons now or hereafter tres 
passing upon or otherwise occupying the said submerged lands or removing thi 
petroleum deposits therefrom, without the consent and permission of the Unite: 
States, and through such proper proceedings to be by the said Attorney Gener: 
instituted, to stop and prevent the taking or removing of petrolenm products 
by others than the United States from the said submerged lands as aforesaid 

This resolution was reported out of the Senate Committee on the Judiciary 
unanimously. It was subsequently passed by the Senate unanimously. It the! 
went to the House, where it was amended bv the House Committee on th: 
Judiciary so as to relate only to the submerged lands off the State of California 
In that form it was reported favorably by the committee but never came to 
vote on the floor of the House. 


COURT AFFIRMED SENATE 


So that when all of the criticisms, claims, and misrepresentations appea! 
ing in the Attorney General's pamphlet are examined and analyzed it is cleat 
that all the Supreme Court has done is to affirm and give vitality to right» 
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ared by the Senate of the United States as recently as 1937 to be vested 
usively in the United States. 
When Senate Joint Resolution 208 was passed by the Senate in 1937 Cali- 
rnia was in the early stages of its seizure of Federal oil and gas resources in 
» marginal sea. And that was sometime before the extent of the oil and gas 
esourees off the shores of Louisiana and Texas in the Gulf of Mexico had be 
me generally known. The resultant pressures on Congress to give the Nation's 
resources away had not then developed. The alleged long-recognized, 
tury-old rule of State ownership, which never really existed, had not been 
scovered as recently as 1937 by any Member of the Senate of the United States. 


ATTORNEYS GENERAL'S CONTENTION NO, 3 


rhis long-recognized rule of law, applicable to the waters and submerged 
nds of every State, has been destroyed and State titles clouded by the Supreme 
ourt’s ‘tidelands’ decision. The way has been opened for foreign nations to 
im resources Within our territorial waters.” 
[t is difficult to deal patiently with this series of misstatements. In the first 
ace it should be noted that the word “tidelands” is a misnomer; the United 
States does not Claim any rights, by reason of national sovereignty, in the soil of 
nds covered by the tides, and its rights begin at the low-water mark outside of 
delands, and seaward of inland waters, such as rivers, bays, etc., which empty 
toorare arms of the ocean. 
there is nothing, absolutely nothing, in the decisions by the Supreme Court 
the California case or in the Louisiana (339 U. S. 669) and Teras (339 
S. T07) cases which destroys or impairs or affects in any degree any long- 
ecognized rule of law, applicable to the inland waters and submerged lands 
inder inlund waters of any State. The Supreme Court in the California case, 
iv fairly be said to have confirmed State rights in “lands under inland navigable 
aters such as rivers, harbors, and even tidelands down to the low-water mark” 
», 30). The State titles which are actually clouded relate solely to a few 
isolated areas offshore (the United States submitted but three such areas off 
California where oil and gas are being extracted, and the master appointed 
hy the Supreme Court in that case added but four more involving other and 
ess important considerations) where it is necessary to arrive at more exact 
determinations of the locations of State and Federal rights. 


STATE TITLES ALWAYS CLOUDED 


The coast line of Louisiana, because of its sinuosity, presents some difficulties, 
but the coast line of Texas appears to be free from such difficulties. In any 
event, those problems were always there and the decisions by the Supreme Court 
did not in themselves create the “clouds.” Moreover, the “clouds” along the 
borders of the California areas could have been removed long ago if the repre 
sentatives of that State had shown any real desire to expedite the necessary 
determinations, instead of dragging out the proceedings over a period of years. 

The attorneys general’s pamphlet also says that by departing from the long 
established rule that lands under territorial waters within the boundaries of 
he States are American soil and controlled by State laws of property owner- 
ship, the Supreme Court has for the first time in our history opened the door 
or foreign nations to assert claims within our boundaries. This, of course, is 
sheer nonsense. The Supreme Court did not depart from any long-establishe 

ile. Inland waters are not involved, and never were involved despite the mis 
eading statements in the pamphlet. The United States has never claimed ter 
ritorial sovereignty over an area greater than three nautical miles offshore from 
the low-water mark, or seaward from inland waters. 

In support of its contention that the Supreme Court has opened the door for 
‘oreign claims, the attorneys general’s pamphlet quotes from a joint statement 
signed by Judge Manley O. Hudson, Dean Roscoe Pound, Dr. Charles Cheney 
llvde and other experts in the field of international law. That statement con- 
cerned the use by the Supreme Court, in its opinion in the Teras ease (339 U.S, 
t 719), of the phrase once low-water mark is passed the international domain 
s reached. The writers quoted by the pamphlet erroneously assume that the 
Court meant by the words “international domain” that once low-water mark 
s reached the international sovereignty and not the United States, has para 
mount rights in the area—as if the rights of the United States in that area were 
hot greater than those in the high seas. 


f 
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NO CLAIMS BY FOREIGN NATIONS 


But it is obvious from the Court's opinion that it meant no such thing, and 
that all it was saying was what had been said in the California case, that once 
low-water mark is reached the Federal Government’s paramount rights are 
derived historically from international law and the agreement of the nations 
The door was shut, not opened, to claims by other nations to areas within the 
marginal sea. No other construction can fairly be put on the opinions in the 
submerged-lands cuses. 

Moreover, it should be pointed out, the experts quoted in the pamphlets were 
retained and personally paid by Texas during the presentation of its case to 
the Supreme Court. Their views were considered and rejected by that Court. 

In this same connection, it should be noted that President Truman, on Sep- 
tember 28, 1945, issued a proclamation claiming, on behalf of the United States, 
the control over the mineral resources of the submerged lands of the seas off the 
shores of the United States to the edge of the Continental Shelf. This assertion 
of the rights of the United States would seem to dispose of the “fears” of 
foreign claims expressed in the Attorneys General’s pamphlet. The contro 
versy before the Senate arises from the seizure by the three States of resources 
belonging to the Nation. 

The Attorneys General’s contention concerning boundaries points up the 
problem. Louisiana, for example, by act of its legislature and without per 
mission from the Congress or any other Federal authority, purported to extend 
its boundaries 27 miles out to sea Texas, not to be outdone, and in the light of 
increasing information as to oil deposits in the sea, by act of its legislature, 
purported to extend its boundaries all the way to the edge of the Continental 
Shelf, in some instances about 150 miles to sea. 


STATE BOUNDARIES NOT IN ISSUE 


But the question of a State boundary has no real bearing on the problem. A 
State has no more right to seize Federal property within its boundaries, land or 
sea, than it has to seize the property of private individuals within its boundaries. 
The United States has not questioned the validity of these unilateral attempted 
extensions of State boundaries because it is possible that the exercise of State 
police power in such areas may be advisable so long as there is no conflict with 
Federal authority or rights. But the effort now being made to translate “boun- 
dary” into “ownership” is a concept based on no known principle of law. 

Perhaps something else should be said about the relevancy of international law 
to determine the status of the marginal sea. It is a fact that the Nation's rights 
in the submerged lands of the marginal sea were acquired through the acquies- 
cence or approval ef other sovereign nations. And it is a fact, no matter how 
much the pamphlet may endeavor to distort it, that after the low-water mark is 
passed the international domain—in the sense that rights and powers are a 
quired under international law—is reached. 

The theory under which the limited authority originally claimed on behalf 
of the United States by Secretary of State Jefferson in a marginal sea of 3 miles 
was expanded into paramount power and full dominium is the same as that under 
which the United States has given recognition to similar rights and powers in 
their marginal seas vested in other sovereignties composing the family of nations 


PROBLEM ARISING ELSEWHERE 


It so happens that unauthorized encroachments on the international domain 
ure beginning to create problems in different parts of the world. Litigation in 
volving the same principles of international law as are believed to be controlling 
in the California, Louisiana, and Texas cases is pending between European 
nations in the International Court of Justice at The Hague. The United States 
has an ever-increasing interest in the outcome of such litigation. The United 
States may be put into inconsistent positions, and may have its rights impaired, 
by the efforts of three of our States to gain enormous financial benefits for 
themselves to the detriment of the rest of the Nation. 


ATTORNEYS GENERAL'S CONTENTION NO. 4 
“Legislation is necessary for each of the 48 States in order to restore and con- 


firm their ownership of navigable waters and submerged lands within their re 
spective boundaries.” 
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This statement, as has been pointed out, is untrue. State ownership of sub 
erged lands under inland waters has not been affected by the rejection of State 
aims to the resources of the submerged lands of the marginal sea, and, as has 
been shown, beyond even the marginal sea. But in order to take away from quit- 
claim proponents the opportunity to continue to present such a baseless conten- 
on, the appropriate Federal agencies prepared and submitted to Congress a bill 
releasing and relinquishing to the States, and to all others lawfully entitled, all 
right, title, and interest of the United States, if any it has, in and to all lands 
beneath navigable inland waters within the boundaries of the respective States. 

Moreover, the same bill confirms and ratifies any right to construct and use any 
dock, pier, Wharf, jetty, or other structure in the open ocean, or any such right to 
the surface of filled-in or reclaimed lands in such areas. That bill, introduced 
during this session by you, Senator O'Mahoney, is pending in the Senate as S. 
140. It was introduced in the Senate of the Kighty-tirst Congress as S. 2153. 

It has been introduced from time to time in both the House and Senate during 
he past few years, but it bas never moved out of any committee to which it has 
wen referred 

The States and Federal Government agree that the Federal Government has no 
claim to the submerged lands of inland navigable waters, but the attorneys gen 
eral continue to argue that the States’ rights are in danger all the while that 
legislation to eliminate the argument stays in committee. 


NO AMENDMENTS OFFERED 


Nor have the proponents of quitclaim legislation ever suggested any amend 
ments to S. 1540, or its predecessors, to cure the alleged defects they profess to 
see in it. The only possible inference which can be drawn from this situation is 
that the supporters of donating the submerged marginal land to the States have 
succeeded in blocking the legislation which would put an end to a plain, clear 
misrepresentation. 

The Attorneys General's pamphlet discusses under three subheads the alleged 
need of such legislation as is embodied in the Walter bill, as follows: “Marginal 
Sea of Coastal States,” “Great Lakes,” and “Inland Waters.” As to the “Mar 
ginal Sea of Coastal States,” the pamphlet says that only California, Texas, and 
Louisiana have been sued, but that the Attorney General and the Solicitor Gen- 
eral of the United States claim that the decisions apply equally against all of the 
other 18 coastal States. 

Of course they do. Any other result would be unthinkable under the Constitu- 
tion, where all States are on an equal footing. But the pamphlet also says that 
it is certain that “this area, together with all artificially filled lands along the 
beaches, and all bays wider than 10 miles (such as Boston and Chesapeake Bays) 
are how being claimed by the Federal Government.” This statement is plainly 
inaccurate. 

One of the recognized exceptions to the 10-mile rule followed by the United 
States and other sovereign nations as a method of differentiating inland water 
from open sea is the “historical bay.” Soston and Chesapeake Bays are his 
torical bays, and the United States accepts them as inland waters, not subject to 
its national external sovereignty. As early as our brief in the California case 

filed in January 1947), we called attention to the existence of historical bays 
arger than 10 miles, and expressly cited Chesapeake Bay as the prime example. 


LONG ISLAND SOUND ISLAND 


So, for another example, are other large bodies of water such as Long Island 
Sound, which has been adjudicated to be an inland water. And whatever may 
be the technical legal status of artificially filled lands along beaches, or other 
structures which may have been erected along the shores of and into the sea, the 
United States is ready and willing, and always has been, to release and relin- 
quish any rights it may have to such fills or structures. It is so provided in 
S. 1540, already mentioned, drafted by the attorneys of the Defense, Interior 
und Justice Departments, the passage of which has been blocked by the very 
people, or their representatives or associates, who advance the objection. 

As to the “Great Lakes,” the pamphlet claims that the Walter bill is “necessary 
to remove the cloud of the recent ‘tidelands’ cases from their (States’) titles.” 
Permit me to repeat, again, the California, Louisiana, and Texas cases had 
uothing to do with any inland waters, but solely with the submerged lands of 


the open sea. As long ago as November 27, 1945, the then Attorney General of 
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the United States, Tom C. Clark, now a Justice of the Supreme Court, addres 
the annual conference of the National Association of Attorneys General, th 
same organization responsible for the pamphlet, said: “My understanding js 
that the Great Lakes are considered inland waters, and no contention has hee, 
ade by anyone that a marginal sea exists there. The present suit (Califor: 
therefore raises no question as to the title of the lands beneath the Great Lakes.’ 


GOVERN MENT’S POSITION IGNORED 


Five months later, the then Solicitor General, J. Howard McGrath, no 
Attorney General, wrote a letter in which he stated that Attorney Genera 
Clark's views expressed the position of the Federal Government. So that now 
) years after Attorney General Clark took a public position on this subject, the 
Attorneys General's pamphlet continues to ignore the Government's true position 
‘The pamphlet doesn't even mention the fact that at least two Attorneys Gene 
and two Solicitors General have said that the submerged lands of the Great 
Lakes are not involved. 

Instead, the pamphlet says that “these 8 (Great Lake) States stand to lose 
more property and revenues than the 21 coastal States.” The truth is that the 
8S Great Lake States stand to lose exactly nothing. The truth is that their people 
and those of all the 45 States not immediately concerned stand to gain much 
if the Walter bill is defeated and proper legislation authorizing the officials 
of the United States to manage its own resources is enacted. 

As to “inland waters,” the attorneys general's pamphlet makes the amazing 
contention that S. 1540—the bill to dispose of, forever, the phony claim that 
inland waters are involved—was prepared by the Attorney General “in 
attempt to split the ranks of the State.’ The pamphlet says that “State officials 
oppose this (1) as an effort to divide their forces, (2) as unfair to the coastal 
and Great Lakes States, and (3) because S. 1540 would recognize State titles 
only to the beds of the streams with no mention of waters and minerals but 
with specific reservation of all rights relating to the national defense.” 


INLAND RESOURCES NOT INVOLVED 


This collection of objections would do more credit to the fertile imaginations 
of Gilbert and Sullivan than to any serious treatment of the subject, either 
factually or legally. Of course, S. 1540 is an effort to divide the forces of the 
three States (California, Louisiana, and Texas) from those of the other States 
For years those three States have been conducting a campaign based upon the 
totally erroneous premise that inland waters are affected by the marginal-sea 
decisions, They have obtained the backing of inland and other coastal States 
to which they are not entitled, and which they are certain to lose when the 
facts are known and studied. 

S. 1540 gives an irrefutable answer to their baseless claim that the resources 
of inland submerged lands are involved, although no such evidence is really 
needed. It is high time that all the other coastal States, and all inland States, 
realize that their best interests are with the United States, and not with the 


Of course, the forces of California, Louisiana, and Texas should be divided, 

This controversy should be decided by the Congress on its merits. And it is 
only by turning matters inside out, by introducing baseless claims and ignoring 
realities, that the attorneys general’s pamphlet can advance the idea that 
S. 1540, which confirms State title to all inland submerged lands, is unfair 
to the coastal States by giving all the States the assurance as to inland waters 
the pamphlet says they desire and need. 

The attorneys general’s pamphlet undertakes to give an illustration of ar 
alleged attempt by the Federal Government to take inland waters from the 
States and even from private owners. It cites a suit recently brought by the 
Attorney General to determine the ownership of rights to the waters of Santa 
Margarita River in California. The pamphlet says the Attorney General “is 
suing private appropriators and users of water on the same theory as Was 
applied in the tidelands cases.” 


MARINES NEED FOR WATER 
This is a complete misrepresentation, and if the facts were known to the 


pamphlet’s authors there is no excuse for it. Whatever rights the Federal 
Government has in the Santa Margarita River in California were acquired by 
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purchase, and came with the purchase of Santa Margarita Ranch, about 135,000 
acres of land through which the river flows, and which is now occupied by the 
United States Marine Corps as Camp Pendleton. The Marine Corps needs and 
is entitled to water purchased with taxpayers’ funds for its use. 

There is a controversy as to just what rights were acquired by the United 
States through the purchase, and the courts have been asked, at the instance 
of the Navy Department, to determine the question. The Government paid for 
land including about 21 miles of riparian rights in the river. 

The rights which it is asserting are the normal rights of a riparian owner, 
not the rights appurtenant to national external sovereignty which were estab- 
lished and vindicated in the California, Louisiana, and Texas cases. All this 
was explained in detail during the testimony of Assistant Attorney General 
Vanech before Subcommittee No, 1 of the House Committee on the Judiciary 
on June 25, 1951, and printed in the Congressional Record (vol. 9, No. 124, 82d 
Cong., July 9, 1951, App. A4371-—4373 ). 


WATER RIGHTS NOT ADJUDICATED 


For more evidence of Federal Government claims on inland waters, the pam- 
phlet submits the case of Nebraska ’v. Wyoming (295 U.S. 40 (1935) ), in which 
the United States intervened to claim all unappropriated water in the North 
Platte River. Nebraska v. Wyoming (325 U.S. 589 (1945)). The truth about 
this is that the United States has been engaged in the construction of irrigation 
and other projects in accordance with the provisions of the reclamation and 
other acts of the Congress. It claimed water rights in Wyoming by cessions from 
l'rance, Spain, and Mexico and by agreements with Texas. The Court, however, 
did not pass upon these claims because it found that the United States had 
obtained the water rights on which the North Platte project and the Kendrick 
project rested, in compliance with State law (p. 612). 

In acquiring these rights the United States observed the provisions enacted 
hy the State of Wyoming for distribution of rights to water, and it became 
entitled to such rights as were involved in the litigation by submitting itself 
to State authority on the same basis as any other owner or claimant. Even 


its unadjudicated claims rested upon agreements. There is no relationship 
whatever between the principles involved in these cases and the principles of 
law determining rights in the submerged lands of the marginal sea. If anything, 
these cases are illustrations of the absence of any claim to the waters or sub- 
merged lands or inland waters by the United States based on national sovereignty. 

The next objection under this heading is just as baseless. Section 104 of 
S. 1540 is described as a joker because S. 1540, the pamphlet says, does not 


” 


mention “waters” or “minerals.” But section I of S. 1540 expressly relinquishes 
all right, title, and interest of the United States, if any it has, in and to all lands 
beneath navigable inland waters, and the term “inland waters” is defined in 
section 2 to include the waters of bays, rivers, ports, and harbors which are 
landward of the open sea. 


ALL MINERAL RIGHTS QUITCLAIMED 


Any Federal claim to minerals or anything else in the submerged lands of 
inland waters is an interest expressly released and relinquished forever. No 
one can deny that the bill does give up any claim that the United States may 
have—and it has none—to the oil, or other resources, of the submerged lands 
beneath inland waters. If the proponents of quitclaim legislation have any real 
doubts on that score, let them propose language which, in their view, will more 
effectively carry that purpose into law. 

The remaining objection to S. 1540 is the reservation of rights relating to 
national defense. The whole of section 104 reads: 

“Nothing contained in this act shall be construed to repeal, limit, or affect 
in any way any provision of law relating to the national defense, fisheries, the 
control of navigation, or the improvement, protection, and preservation of the 
navigable waters of the United States; or to repeal, limit, or affect any provision 
of law heretofore or hereafter enacted pursuant to the constitutional authority 
of Congress to regulate commerce with foreign nations and among the several 
States.” 

This is a form of saving clause familiar to all who work in legislative matters. 
It is incorporated as a measure of caution in order to make certain that the bill 
does not reach matters not intended to be affected. The express and stated 
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purpose of S. 1540 is to confirm State title to the things enumerated in the 
bill. It is not intended to repeal, amend, or otherwise change provisions of 
existing law relating to the exercise of powers and the discharge of duties 
imposed by existing laws on the subjects enumerated in the saving clause. 


STATES RIGHTS PROTECTED 


Obviously, this general saving clause could not possibly contravene the express 
confirmation of State rights in the land beneath inland waters which it is the 
specific aim of the bill to assure. The fact that such an objection is made in 
the Attorneys General’s pamphlet should put Congress further on guard against 
the advisability of any such general and all-inclusive grants of national rights as 
are contained in H. R. 4484. 


ATTORNEYS GENERAL’S CONTENTION NO. 5 


H. R. 4484, by Walter, of Pennsylvania, restoring the law of State ownership 
of this property, applies not only to the 28 coastal and Great Lake States but to 
each of the 48 States. 

If there are any “jokers” in any of the bills relating to rights in the marginal 
sea, the provisions of the Walter bill cited in the Attorneys General's pamphlet 
under this heading can fairly be so designated. The heading treats H. R. 4484 
as restoring the law of State ownnership of this property. The fact is, as the 
Supreme Court has pointed out four times (the California, Louisiana, and Texas 
cases, and the case of Toomer v. Witsell (3384 U. S. 385, 402), there never has 
been State ownership of the submerged lands of the marginal sea. 

However, the pamphlet points out that the Walter bill, in section 2, provides 
that the submerged lands which are to become State property are those covered 
by the tides up to the line of mean high tide and “seaward to a line three geo- 
graphical miles distant from the coastline of each such State and to the boundary 
line of each such State where in any case such boundary as it existed at the 
time such State became a member of the Union, or as heretofore or hereafter 
approved by Congress, extends seaward (or into the Great Lakes or Gulf of 
Mexico) beyond three geographical miles * * *.” This is the big “joker,” 
through which not only is “boundary” translated into “ownership” for the pur- 
poses of State claims in the marginal sea but the area of the marginal sea is 
unequal as between the States, and the way is opened for continued and addi- 
tion inroads upon national powers and rights. 


UNEQUAL FOOTING 


It so happens that California is not interested in the submerged area beyond 
8 miles. The Continental Shelf along the Pacific is extremely narrow, but 
in the Gulf of Mexico the situation is different. Texas, when it came into the 
Union, claimed a boundary of three leagues, or 10% land miles. The Walter 
bill, substituting “ownership” for “boundary,” would give Texas a submerged 
area three times further out to sea than its neighboring State of Louisiana. 
Congress would immediately be besieged with demands by the forces of Louisi- 
ana to remedy this inequality. 

Moreover Louisiana now claims a boundary and ownership of an area 27 miles 
offshore and Texas an area to the edge of the Continental Shelf, in some places 
from 100 to 150 miles from shore. Unless the States’ forces are divided on 
these claims as with the others, the people of the Nation may lose all of their 
rights to the vital minerals in the submerged lands of the adjacent seas. Any 
act of Congress which inadvertently or by design approves a boundary claim far 
out to sea would probably, under the Walter bill, entail a grant of the vast re- 
sources of the submerged lands of the sea. 


OWNERSHIP AND BOUNDARIES 


> 


Section 3 of the Walter bill makes State title to and ownership of all natural 
resources dependent upon State boundary. No such rule of law has ever before 
existed with respect to the submerged lands of the marginal sea. Boundaries 
for the exercise of police and taxing powers do not include rights of ownership 
in land or sea. The United States made the first claim of full rights in the sea 
That claim embraced a 3-mile zone. It is recognized by international law. 
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The power of the United States to grant fee simple titles in the 3-mile zone 
recognized as the marginal sea is open to question, and the authority to make 
such grants in areas beyond those heretofore claimed as against other nations 
is still more doubtful. 


ATTORNEY GENERAL'S CONTENTION NO. 6 


“A quitclaim to the States is no gift. Equity and justice demand restoration 
of the property which the States have held and developed in good faith reliance 
upon 53 previous decisions of the Supreme Court of the United States.” 

The reverse is true. A quitclaim of national resources in the submerged lands 
of the marginal sea—and beyond, as the Walter bill contemplates—is a gift to 3 
States at the expense of the other 45 States. Ever since this country was settled, 
disputes over title have been settled by the courts, first when colonial govern- 
ments functioned, and then after the States were created. Jurisdiction over 
controversies between States, and between the Federal Government and States, 
was given to the Supreme Court by the Constitution. 

The Supreme Court, when the controversy over rights in the marginal sea 
came before it for the first time, decided that the States had no title. “* * * the 
Federal Government rather than the State has paramount rights in and power 
over that (3 mile) belt, an incident to which is full dominium over the resources 
of the soil under that water area, including oil.” (U.S. v. California, 332 U. S. 
at pp. 38, 39.) 

ia has been stated, there were no 53 previous decisions on the point. There 
weren't any. The Supreme Court found that the oil in the submerged lands of 
the marginal sea belonged, and always had belonged, to the United States. Three 
States ask Congress to give it, together with all other mineral resources of the 
submerged lands of the marginal sea, to them, at the same time arguing that such 
action is no gift, and that the law of the land, as determined by the duly con- 
stituted tribunal, should be ignored or changed for the benefit of three States 
and to the detriment of the rest cf the Nation. 


NO REVIEW OF DECISIONS 


It is clear that, under the Constitution, the Congress cannot properly review 
or revise the Supreme Court’s judicial determinations in the California, Louisi- 
ana, and Texas cases. Existing rights and powers have been decided by the 
Court, and legislation should start from the premise that the States have never 
had and do not now have title to the submerged lands and that the United States 
has full dominium and paramount rights, including the exclusive right to control 
the use and disposition of the resources of the ocean bed. 

The true legislative issue then resolves itself into the query whether the 
Congress should give or donate the rights of the United States to the oil and gas, 
and the other valuable minerals, of the submerged coastal lands, to three States 
at the expense of the people of all the other States. Aside from legal arguments 
as to the rights of the coastal States—arguments which have now been authori- 
tatively rejected by the judiciary—no reason has been advanced why such an 
outright gift or donation should be made. 

Certainly there are sound reasons for the belief that the Federal Government 
is more capable of husbanding and guarding these resources, and of overseeing and 
supervising their development. It is in a far better position to gage and protect 
the national defense interest in these resources. And it is elementary justice that 
the benefits flowing from this Federal property should accrue, at least in part, 
to all the people of the country and not merely to the inhabitants of the States 
which happen to be adjacent. 


LEGAL ISSUES RESOLVED 


If the proponents of quitclaim legislation would accept the Supreme Court’s 
decisions as resolving the legal issues, as I think they should, they would be hard 
put to it to advance one substantial reason of policy why this enormous donation 
by the United States to the three coastal States should be made. 

The attorneys general’s pamphlet says that “equity and justice’ demand res- 
toration of the property. The truth is that equity and justice demand that the 
baseless claims, upon which the 3 States already have been unjustly enriched, be 
dropped. 
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When facilities for taking oil and gas from the submerged bed of the ocean were 
developed, California, and then Louisiana and Texas, went out into the sea, 
through their lessees, and appropriated for their own use and benefit the minera] 
resources belonging to the United States. They did not ask or obtain permission 
from Congress or any other Federal agency. They simply took them. In 1937, 
the Senate of the United States passed Senate Joint Resolution 208 authorizing 
the Attorney General to assert and maintain the title of the United States to the 
oil in submerged lands of the marginal sea. 

The resolution failed of passage in the House, but those States were on notice 
of the Federal Government’s claims. However, they did not stop. When suit was 
finally brought, the States opposed the determination with all the facilities at 
their command. Notwithstanding this, the Attorney General made no effort to 
obtain reimbursement or damages for the prior seizure and sale of the Federal 
Government’s oil. 

JOINT OPERATIONS IN CALIFORNIA 


The decision in the California case was handed down on June 23, 1947, and 
since that time operations off the coast of California have continued by Califor- 
nia’s lessees under agreements made by the Attorney General and the Secretary of 
the Interior with the State. The proceeds are being accumulated in special 
funds to await further court proceedings, and action by Congress. Although the 
attorneys general of Louisiana and Texas took part in the California case, and 
were, of course, fully advised of the effect of that decision on operations in the 
Gulf of Mexico, both of those States through their lessees continued to take the 
Federal Government’s oil and gas, and made no effort to come to any agreement. 

To the contrary, Texas, after the California decision, undertook to make leases 
in the Gulf of Mexico on a large seale, obtained the sum of approximately 
$8,300,000 in bonuses, and began the collection of rentals for the leased areas. 
Louisiana, also ignoring the decision by the Supreme Court in the California case, 
entered into a comprehensive program of leasing of areas, in and beyond the 
marginal sea. Revenues from such areas in bonuses, royalties, and rentals ac- 
cruing after the date of the California decision, total sums in the tens of millions 

The decisions by the Supreme Court in the Louisiana and Texas cases were 
handed down on June 5, 1950. It had been assumed that the Supreme Court 
would allow the United States to recover compensation for the loss of its natural 
resources, at least from the date of the California decision, when everybody con- 
cerned was on notice as to the Federal Government’s paramount rights. But 
the Supreme Court declined to order these two States to account to the Federal 
Government for the oil and gas taken prior to the date of the decisions so that 
these 2 States profited by the long delays occurring, on account of motions, 
pleas, and objections after suits were filed. 


NO ACCOUNTING BY STATES 


The situation is, therefore, that nothing is to be recovered from California for 
oil and gas taken from the Federal Government’s areas prior to June 23, 1947, 
and nothing is to be recovered from Louisiana or Texas from the oil and gas 
operations in the Gulf of Mexico authorized by them in the marginal sea and 
beyond, prior to June 5, 1950. So the Federal Government has lost, no matter 
what Congress may now decide to do, material resources of the submerged lands 
of the marginal sea worth hundreds of millions of dollars. 

But that is not all. The practice by these three States has been to lease areas 
at a royalty on a fixed-percentage basis, usually 12% percent. Further compen- 
sation is provided by awarding the leases to those offering the highest bonus 
payments. If existing leases are ratified and confirmed, as is now contemplated 
under the provisions of Senate Joint Resolution 20, which the Justice and Interior 
Departments have approved, then it is clear that the loss of all bonuses prior 
to June 5, 1950, means that the Federal Government will receive, from existing 
leases, much smaller royalty payments for oil and gas than if no bonus pay- 
ments had been exacted. 

In other words, the States have received and will keep the payments intended 
to be part of the compensation for natural resources to be taken in the future from 
areas covered by existing leases. No private person or corporation, faced with 
the loss of his property through unauthorized and deliberate appropriation by his 
neighbors, would ever be as generous as the Federal Government and the Supreme 
Court have been with the States of California, Louisiana, and Texas. They are 
being allowed to keep the many millions in revenues they obtained from natural 
resources belonging to the Federal Government. 


; 
4 
2 
© 
a 
2 


A eee 


Dahedesees, bike ee F 


vas 





IR Si iat BP ire: 





on) 6 ob ta we 











SUBMERGED 





LANDS ACT 






























a 
i q DOUBLE PAYMENTS BY LESSEES 
a, ; 
al : But that is still not all. Texas and Louisiana, even after the decisions of June 
n : 5. 1050, continued to collect royalties and rentals and other revenues from their 
7, 4 jessees. They are collecting today. Most of the lessees began to pay the Federal ‘ 
ig ; Government after June 5, 1950, but, fearing some action by Congress, such as ‘ 
he : passage of the Walter bill, in favor of the States, the oil companies continue to 
‘ pay the States, 

ce } Louisiana and Texas have made no agreements such as California made to have 
aS : the revenues held for eventual distribution. They just continue to collect funds 
at % to which they are not entitled. Perhaps it should be stated that some areas off 
to : Louisiana require a court adjudication as to the exact location where Federal ; 
al rights begin, but this is not the situation as to many valuable leased areas. There ; 

is, under these circumstances, no valid justification for further delay in the enact- : 

ment of legislation for the management by the United States of its own property i 

Ignoring all the relevant facts, the attorneys general's pamphlet says that equity 

d and justice demand restoration of the property to the States. The truth is that 
r- restoration of the Federal Government's property, already depleted in value by : 
if hundreds of millions of dollars, to its rightful owner is much too long delayed ; 
i] through the dilatory tactics engaged in by the representatives of the three States i 
e which have profited so greatly through the wrongs perpetrated by them on the 
d Federal Government. 
e 
e rHE WYOMING CASI 
5 
s The pamphlet submits the action of Congress in passing legislation giving the 
y State of Wyoming an oil-producing section of a township as a precedent for the 











proposed gift by the United States to the States of California, Louisiana, and 
Texas, at the expense of all the other States, of all of the Nation’s oil and gas and 









e other mineral deposits in the submerged lands of the Pacific Ocean and the 
Gulf of Mexico. The two matters are not comparable, but even if they were, 
the action by Congress in making a relatively small gift to the State of Wyoming 
2 is hardly any reason why the Federal Government should give away all of its 
t mineral resources in the submerged lands of the oceans which touch its shores. i 
| In the Wyoming case there was no question as to prior ownership by the | 
. Federal Government. Consistent with its long-continued policy, the Federal 
. Government granted Wyoming, upon its admission to the Union, sections 16 and 
| 56 of a proposed township, the property to be used for the support of public 


schools. The grant was subject to conditions, one of them being that the sections 
had to be officially surveyed, and another was that the sections granted should 
not be mineral in character. 

It was also provided that if either of the sections did not pass to the loeal 
government, then the Territory should select other sections. The enabling act for 
Wyoming became law in 1890, but the official survey was not made and approved 
until 1916. An oil company, under a lease from the State, entered section 36 
of township 58, Park County, in 1917, and drilled five oil wells. In 1915 these 
lands had been placed by Presidential order in a petroleum reserve. 

From 1917 until 1944, a period of 27 years, the royalties amounted to but 
$17,306. The Supreme Court held (United States v. Wyoming, 331 U. 8. 440, 1947) 
that Wyoming did not obtain title from the United States to section 36. There- 
after, Congress made a grant of but one-eighth of the section to the State, and 
retained the other seven-eighths, 














ACTION NOT A PRECEDENT 






If it is now contended that Congress should not have done this for Wyoming, 
its action can hardly bind Congress to continue to grant unnecessary or unwise 
benefits to other States: nor can such a minor incident be fairly used to bolster a 
plea by three States that they should be given all the known and unknown !nineral 
resources of the submerged lands of the marginal sea and beyond. 
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ATTORNEYS GENERAL’S CONTENTION NO. 7 






“Nationalization of this property would result in less development of resources. 
The States and their local units of government are most closely concerned and 
better equipped to manage and develop the property, and State ownership has not 
interfered and would not interfere with the Federal powers of national defense, 
navigation, ete.” 
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This is a contention born of desperation. “Nationalization” sounds like 
“socialization,” and the inference is that the Federal Government has or will have 
plans to enter into the petroleum industry, and compete with or eliminate private 
enterprise in this field. The attorneys general’s pamphlet, in order to drive this 
idea home, mentions “national ownership of coal in England, oil in Mexico, and 
general nationalization of minerals in Russia.” 

Of course, this is a most persuasive argument for giving all the Nation’s mineral] 
resources in the submerged lands of the sea to 3 States at the expense of the 
other 45 States. It applies with equal force to all of the mineral properties owned 
by the Federal Government on land—the properties, for instance, administered 
under the provisions of the Mineral Leasing Act. 

Nobody has recommended, except in this pamphlet, that the Federal Govern 
ment turn them over, without compensation, to the States. Nobody really has 
any idea that Congress should or would distribute and give away all the natural 
resources Which happen to be owned by the Federal Government. Yet if the 
Nation's rivhts in the sea are to be surrendered, why not those on dry land? The 
same reasoning applies. One is just as much nationalized as the other. 

However, the pamphlet does not hesitate to attempt to employ the term 
“nationalization” and a not too gentile hint of “socialization” in an effort to alarm 
the Members of Congeress. The fact is, of course, that the United States, through 
the Interior, Defense, and Justice Departments, has been pleading with Congress 
vear after vear to avthorize the Secretary of the Interior to make leases of the 
submerged lands of the adjacent seas to private developers, in exactly the same 
way that the States lease their mineral lands to private enterprise. 


NO NATIONALIZATION 


The suggestion that these oil companies produce less under Federal than under 
State ownership does no more credit to its authors than the other baseless con- 
tentions contained in the pamphlet. Boiled down, the argument really is that 
ownership or leasing of oil-producing properties by the Federal Government is 
nationalization, socialization, or whatever may sound sufficiently objectionable : 
but ownership and leasing by a State government is something else again, a horse 
of a different color, or an enterprise private instead of public in character, appar- 
ently given other names and characterizations solely for the purpose of attempt- 
in’ to justifv the appropriation of Federal property without compensation. 

This section of the pamphlet winds up with a rather self-righteous and hypo- 
critical assurance that the Walter bill protects national defense powers by pro 
viding, in section 6, that “in time of war when necessary for the national defense, 
and the Congress or the President shall so prescribe, the United States shall have 
the first right of purchase at the prevailing market price, all or any portion of the 
said natural resources, or to acquire and use any portion of said lands by pro 
ceeding in accordance with due process of law and paying just compensation 
therefor.” 

This is the biggest joker of all, and the Walter bill is full of them. The United 
States is to be permitted in time of war to buy back its own oil at the prevailing 
market price, and to use its own lands after paying full compensation. This is 
truly a great concession. 

It gives the United States, under the guise of protection, exactly nothing, as the 
United States is able to acquire State or even private property in time of war on 
such terms without the Walter bill. However, this provision, if enacted, wou'd 
assure California, Louisiana, and Texas that they would collect royalties and 
other revenues on oil produced from the submerged lands of the adjacent seas, 
even in time of war when such oil is needed for the defense of those States as well 
as the entire Nation. This is the provision of which the pamphlet prepared by 
the State attorneys general boasts—the fir provision in the bill passed by the 
House. All that this fair provision would do is give California, Louisiana, and 
Texas profits from the Federal Government’s oil, even during the period when 
American soldiers, sailors, and marines are giving their lives to protect them 
from foreign enemies. 


ATTORNEYS GENERAL’S CONTENTION NO. 8 


“H. R. 4484 by Walter confirms State ownership of only those lands lying within 
original State boundaries. Nine-tenths of the Continental Shelf lies outside of 
eight original State boundaries and is vested in the Federal Government.” 

This is another joker. It is another attempt to ignore the law of the land and 
the Supreme Court of the United States, which has said four times that there 
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s no State ownership of submerged lands in the marginal sea. This bill would 
confirm” State ownership anyhow. It would, as stated, translate boundary into 
ownership, thus mixing up two entirely different things. The pamphlet says that 
nine-tenths of the Continental Shelf lies outside of original State boundaries. 
Itut the pamphlet fails to state that there is virtually no Continental Shelf outside 
if the boundary of California, and that H. R. 4484 would in ¢ffect give California 
forever all of the natural resources of the submerged lands of the sea off its shores. 

It would give Texas, as its original boundary, 1014 miles of the submerged 
lands of the Gulf of Mexico by the simple device of translating boundary into 
ownership, in the teeth of four decisions by the Supreme Court, and in clear 
violation of accepted rules from time immemorial for determining title. As 
nointed out, the boundary of a State does not give it ownership of all dry land 
within that boundary, and there is no known rule of law under which boundary 
gives a State ownership of the submerged lands of the sea. 


CONFUSION AS TO BOUNDARIES 





The Walter bill would extend the inland water rule to the bed of the ocean. 
And the use of the phrase, “original boundaries,” already discussed in this letter, 
would result in inequalities among the States, since Texas asserts that it came 
into the Union with a 10!14-mile seaward boundary. In addition, State boundaries 
ontemplated by the Walter bill are the original boundaries “or as heretofore or 
hereafter approved by Congress,” so that original boundaries may have become 
or may become something entirely different. 

Louisiana now claims a boundary of 27 miles into the Gulf of Mexico, and 
rexas all the way to the edge of the Continental Shelf. There are even signs 
that Louisiana also now claims that it came into the Union in 1812 with a 
1014-mile boundary, but that significant discovery seems first to have been made 
in the 1940's after oil was discovered outside of the 3-mile belt 

Notwithstanding this, the attorneys general’s pamphlet says that nine-tenths 
of the Continental Shelf lies outside of original State boundaries, and is vested by 
the bill in the Federal Government. But this bill undertakes to make a gift to the 
adjacent State of 37% percent of all the revenues from the mineral resources 
of the submerged lands of the Continental Shelf beyond the State boundaries. 

In other words, the effect of the bill is to give California all the resources of the 
submerged lands of the sea, and to give Louisiana and Texas all the resources 
within their boundaries, whatever they may be, and 37% percent of all the re- 
sources of the submerged lands of the sea, outside even of any boundaries 
claimed by them. Inasmuch as there is no vestige of any State right whatever 
in such areas, the proposal to give these States 3714 percent of the mineral re- 
sources of the United States beyond State boundaries, at the same time that the 
States demand all the revenues from the mineral resources of submerged lands 
of the marginal sea, seems rather a queer way of vesting resources in the Fed- 
eral Government. 


AUTHORITY BASED ON INTERNATIONAL RECOGNITION 


The fact is that no legislation is required to vest natural resources of any of 
these areas in the Federal Government. The submerged lands of the marginal 
sea are already vested by international custom and usage and by Federal claims, 
confirmed by the Supreme Court of the United States, and the resources of the 
Continental Shelf have been claimed by the President of the United States in the 
Executive proclamation of September 28, 1945 (10 Federal Register, 12303). 

The only purpose of the Walter bill in attempting to vest anything in the 
Federal Government is to take it away—all of the resources of the submerged 
lands of the marginal sea, and 371% percent of the resources of the submerged 
lands of the Continental Shelf beyond State boundaries—and give it to Cali- 
fornia, Louisiana, and Texas, as the case may be. The pamphlet contains the 
information that the idea of a 3714 percent payment to the States came from the 
Mineral Leasing Act under which the States receive 3714 percent of revenues 
from the Federal Government’s oil-producing lands within their borders. There 
probably were good reasons for this provision, none of which seems applicable 
to the submerged lands of the Continental Shelf, and only to a very limited ex- 
tent to the marginal sea. 

In the first place, if it were not for Federal Government ownership of land 
within the States, those States would collect taxes and perhaps other revenues 
not available under public ownership. Again, the State Government may have 
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responsibilities through the normal exercise of its police powers which all prop- 
erty owners, except public and other exempt owners, are required to support 
through taxation. The 374 percent paid to the State under the Mineral Leasing 
Act may be regarded as in lieu of taxes and other consideration. 


AMOUNT OF PAYMENTS 


So, as to the submerged lands of the marginal sea, there may be some justifica- 
tion, on the ground of police responsibilities, for agreeing to a payment by the 
Federal Government of something, but there would not seem to be any circum 
stances sutlicient to justify a comparison with the percentages of payments under 
the Mineral Leasing Act. And, as to the submerged lands of the Continenta] 
Shelf, where any State activities are purely voluntary, the suggestion that the 
Federal Government should pay Louisiana and Texas a substantial percentage of 
the revenues received from the development of natural resources claimed by the 
Federal Government seems, under present circumstances, rather farfetched 


ATTORNEYS GENERAL'S CONTENTION NO. 9 


‘Congress which has final power to act in this controversy, has been ignored 
and circumvented by executive officials in the attempt seizure of this property 
from the States.” 

The truth is, of course, that the three States concerned—California, Louisiana, 
and Texas—have not only ignored, as much as they dared, and circumvented 
Coneress, but also the Supreme Court of the United States and the executive 
branch of the Federal Government. If such a comparison is to be made, I think 
it is fair to say that the palm must clearly be awarded to these States. They 
have employed delays, baseless arguments, misstatements, and pressure to keep 
the Federal Government from proceeding to develop its mineral resources for 
the benetit of all the people of this Nation. 

Congress does have the power to act, but the effort of the States has bee: 
concentrated on the attempt to induce Congress to act by giving away the 
Nations’ mineral resources, worth billions of dollars. As far back as 1937, the 
Senate of the United States unanimously declared that these resources belong 
to the United States. World War II caused a delay in steps to have the Federal 
Government’s claims adjudicated, and in the meantime the States profited by 
continuing to seize the Federal Government's minerals without the consent ot 
Congress or any other branch of the Federal Government. 

When suit was brought against California, the State contested the right of the 
Attorney General to file it. It did its best to prevent an adjudication. After the 
California case was decided, the Government went to Congress with a_ bill, 
prepared by the attorneys of the Justice, Interior, and Defense Departments, 
asking Congress to authorize the Secretary of the Interior to issue leases, so as 
to provide for the development and use of the Nation’s vast mineral resources 
in the bed of the sea. 

Year after year, session after session, such legislation has been urged upon 
Congress by various Attorneys General, Secretaries of the Interior, Secretaries 
of Defense and by other Government officials. The needed legislation by Con- 
gress granting permission to the Federal Government to use its own property is 
still withheld. The three States are responsible for the delay. They have 
blocked all the legislation submitted to Congress by the executive officials. 

They even obtained the passage, before the California case was decided, of a 
bill quitclaiming the Federal resources to them, but the bill was vetoed by Presi- 
dent Truman, and the situation saved for further and proper consideration. The 
States have even prevented the passage by Congress of the bill to eliminate 
their baseless contention that the Federal Government will claim proprietary 
rights, through national sovereignty, in the submerged beds of inland waters. 
And they still continue to advance contentions which have been indisputably 
refuted again and again. 


SEIZURE BY THREE STATES 


There never has been, as the pamphlet charges, any seizure of State property 
by Federal officials. The contrary is true, and it cannot honestly be denied, now 
that the Supreme Court has three times spoken. California, Louisiana, and 
Texas have, without the consent of Congress, seized Federal property. The) 
have, through their lessees and assignees, taken property worth hundreds of 
millions of dollars, for which the Federal Government will never be reimbursed. 
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Revenues from the resources in the marginal sea off California are, under written 
stipulations, being accumulated in special funds, accounting from June 23, 1947, 
but there is no accounting for such funds prior to that date. Louisiana and 
Texas are under court orders to account for revenues received after June 5, 1950, 
hut there is, as stated, to be no accounting prior to that date. In view of the 
history of the controversy, and of the intentional seizure of Federal Government 
resources, even after the date of the California decision, by Louisiana and 
Texas, contention No. 9 should not have the slightest appeal to the Members of 
Congress, and to all those who have any inkling of what has transpired. 


ATTORNEYS GENERAL’S CONTENTION NO. 10 


“The principles of the tidelands decisions, if not erased from the law of the 
land by act of Congress, could lead to nationalization of private lands as well 
as State lands without compensation.” 

This is but an elaboration of the nonsensical ideas expressed by contention 
No, 7, carried into further absurdities. Public ownership of land, whether dry 
or submerged, and its resources, is apparently unobjectionable if such ownership 
s in a State government, but such public ownership, if in the Federal Govern- 
ment, is nationalization or socialization, or something evil forbidden by the 
Constitution, or which should be forbidden by the Constitution or by Congress 
and by whatever agency can turn over the Nation's oil resources in the sub- 
merged land of the sea of California, Louisiana, and Texas. 

And, since the attorneys general’s pamphlet expresses no constitutional or 
other legal objection to public ownership by the Federal Government of oil-pro- 
ducing properties on dry land in various States, as has been the case since the 
formation of the Union, it follows that the sinister consequences depicted in 
the pamphlet result only where the Federal land is submerged by the sea. In 
some manner, unfortunately not elucidated in the pamphlet so we may never 
know how the phenomenon occurs, dangers, or the possibility of dangers, to our 
forin of government arise from the bed of the sea, but never from dry land. 


AMERICAN BAR ASSOCIATION 


It is not only the Association of Attorneys General which is frightened by 
this situation. “It is,” so the pamphlet says, “such organizations as the Ameri- 
ean Bar Association and the American Title Association” that are startled. I 
have been a member of the American Bar Association for many years and I am 
not frightened or startled by any circumstance of long-approved Federal owner- 
ship of anything, either by land or by sea. And there are many more like me. I 
know, of course, that the house of delegates of the American Bar Association 
adopted a resolution February 23, 1948, advocating the passage by Congress of 
legislation quitclaiming the submerged lands of the marginal sea. TI suspect that 
at least some of the members of the committee responsible for drafting the resolu- 
tion may have had either the special interests of their own States at heart, or 
may have been connected in some way with oil interests. One of the members 
of the committee came from Texas and another from California. 

I regret that the American Bar Association should undertake to pass resolu- 
tions on such a subject matter. If anyone is frightened or startled, it should be 
over the use of such an organization as the American Bar Association to 
champion the cause of 3 States against the best interests of all the people of 
the other 45 States. 


INTERNATIONAL LAW AND THE TIDELANDS DECISIONS 


Perhaps, it also should be said that Congress may have more difficulty in eras- 
ing the principles of the tidelands decisions from the law of the land than the 
Association of Attorneys General knows about, or has ever considered. For 
those principles are not ours alone. They are the principles of law applying to 
all sovereign nations. They are the principles under which our ships traverse the 
seas in every part of the globe, carrying our peoples as well as articles of commerce 
over the waters adacent to other countries and continents. We could no more rec- 
ognize expansions into the seas by political subdivisions of other sovereignties 
than we could expect to obtain the acquiescence of other nations to invasions by 
Louisiana and Texas beyond the areas claimed by the United States as being 
subject to the exercise of full sovereign powers. The erasures so lightly and 
blithely advocated in the pamphlet would be highly detrimental to this Nation 
abroad, as well as at home. 
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ATTORNEYS GENERAL’S CONTENTION NO. 11 


“The only oil lobby involved in this legislation is opposing State ownership 
in order to obtain cheap Federal leases. The idea of devoting revenues from 
these lands to Federal aid to education was originated by this lobby for use 
against State ownership legislation.” 

This contention has nothing whatever to do with the merits of the controversy, 
It conceals the real issue, which is simply whether the people of the Nation shal! 
have the benefits of their resources in the submerged lands of the sea, or whether 
the oil and gas reserves there shall be turned over to California, Louisiana, and 
Texas forever. One thing is certain. The Federal Government has no “ojj” 
or any other kind of lobby. It necessarily has been confined to statements and 
arguments made by officials, most of them in court or before committees of Con- 
g£ress. 

FEDERAL GOVERNMENT HAS NO LOBBY 


This may be a proper opportunity to emphasize the fact that interests of the 
United States in this important controversy have been handled, for the most part, 
by three or four attorneys in the Department of Justice, and by perhaps a like 
number in the Department of the Interior, working on these problems in con- 
nection with their other duties as Government employees. Those in the Depart- 
ment of Justice have been successful in the difficult and complicated litigation 
brought in the Supreme Court against California, Louisiana, and Texas, in the 
course of which they were confronted not only with the large array of leading 
lawyers of the various States, but also with the best talent in the field of inter- 
national law that could be retained all over the world. The California case 
still goes on, and the questions submitted to the master are yet to be determined. 

The Department of the Interior has participated in the drafting of legislation; 
handles the various matters incident to the stipulations with California, and 
takes the steps necessary to safeguard the interests of the United States in the 
areas involved until Congress decides to act. And these same few persons, time 
after time, have appeared before committees of the Senate and House to resist 
the efforts to strip the United States of its mineral resources in the submerged 
lands of the sea, and to advocate the passage of legislation providing for the proper 
development of the properties. 

The results to date could not have been attained without the encouragement 
given at all times by President Truman and his understanding cooperation with 
those who have been carrying out his policies; nor could the work have been 
carried on without the active participation and support of Attorney General J. 
Howard McGrath and Secretary of the Interior Oscar Chapman, and their 
predecessors in office. Both of these officials have also interrupted their other 
duties to appear before committees of the Congress and to testify at length on the 
subject. 

STATES LOBBIES 


On the other hand, the States, in addition to official appearances before the 
courts and committees of Congress, have operated effective lobbies. The As- 
sociation of Attorneys General maintains offices in Washington from which 
Congress has been flooded with contentions and arguments of the same mislead- 
ing character as those contained in the pamphlet under discussion. Those 
offices are now and have been for years in charge of a former attorney general 
for the State of Nebraska, who has spearheaded opposition to the efforts by Fed 
eral officials to obtain congressional permission for development by the United 
States of its own properties. 

The imposing list of organizations, beginning with the Council of State Govern- 
ments and ending with the National Institute of Municipal Law Officers, ap- 
pearing in the attorneys general’s pamphlet as sponsors of State ownership, is 
a tribute—although a regrettable one—to the effectiveness of the activities carried 
on by the States, those with real interests at stake as well as the greater number 
which have been beguiled into opposition to their own best interests. 


MINERAL LEASING HIT APPLICANTS 


The pamphlet says that the oil interests which are not neutral and are opposed 
to State ownership are those who are applicants for Federal leases, and who 
hope to benefit by Federal management of the submerged lands. These appli- 
cants filed under the Mineral Leasing Act, and their applications were denied. 
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The Attorney General has ruled that the Mineral Leasing Act does not apply to 
the submerged lands of the sea. So has the Solicitor of the Interior Department. 
The bills supported by the Federal officials are desizned to contirm and ratify 
the leases issued by the States, and to vest no rights whatever in the applicants 
under the Mineral Leasing Act. ‘That has been made clear in all of the hearings 
held by Congressional Committees. The Federal Government has been beset by 
rival claimants, the States on one hand, and the applicants for Federal leases 
under the Mineral Leasing Act on the other. It is our position that none of them 
as any valid claims. The property belongs to the United States. 

The Federal officials have recommended to Conzress that existing leases made 
by the States be confirmed and ratified in the hands of the Federal Government, 
and that the Federal Government be authorized to make leases of areas not yet 

nder contract. These leases would go to the highest bidders. Federal officials 
ire not responsible for the desires, hopes or activities of private applicants, any 
ore than they are for the activities of the States. The applicants under the 
Mineral Leasing Act have brought suit to enforce their claims. The Federal 
officials have opposed, and will continue to oppose, those suits. 
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SECRETARY ICKES AND THE SUITS 








The Attorneys General's pamphlet alleges that it was the Federal lease appli- 
cants who first persuaded then Secretary of the Interior Harold L. Ickes to 
reverse his previously held opinion on State ownership. This allegation, even i 
if it were true, is hardly relevant. But, if Mr. Ickes’ actions or attitudes or 
beliefs are of such surpassing interest to the States, the fact is, as he has stated 
over and over again, that he is the one who denied the applications made under 
the Mineral Leasing Act—the very applications which seem to enrage the 
Attorneys General so much. 
It is true that the denial was based on the theory of State ownership, but when 
Mr. Ickes began to have doubts on that question, he urged the President and the 
Attorney General to have the matter determined by the courts. It took a long 
time. World War ITI had to be fought and won before the Federal Government 
was in a position to handle such an important domestic question. The 3 States 
involved in the seizure of Federal property profited by the delay. Once the i 
decision was made to sue California, the Department of Justice took over. It 
has handled all the litigation against the 3 States in the Supreme Court. 
Mr. Ickes’ doubts have been resolved by the decisions, which embody the law 
of the land. In this matter he did his full duty, and the States have no basis what- 
ever for their irrelevant complaints. The pat answer to the awful charge that 
Mr. Ickes changed his mind is, “So what?” 
















FEDERAL ATID TO EDUCATION 








This subject is given a special caption in the Attorneys General's pamphlet, 
so it is treated likewise here. It is stated that Mr. Ickes, at the request of former 
Senator Wheeler, attorney for Federal lease applicants, appeared before con- 
gressional committees and presented arguments in their behalf. The pamphlet 
says it is significant that they originated the argument that revenues from the 
mineral resources of the submerged lands of the sea should be used in the States 
for Federal aid to education. 

I must confess inability to understand just what bearing this situation has, 
even if true, on the seizure of Federal assets by three States. But I seem to 
remember that the proposal to use Federal revenues from this source for Federal 
aid to education was first expressed by Mr. Ickes alone. He favored such a plan 
in many of his public statements, oral and written, and it was to be expected 
that he would express them before congressional committees when he had the 
opportunity. This is a matter for Congress to decide. It is hardly the business 
of those State officials who are attempting to convince Congress to make an 
absolute gift of the Federal mineral resources in the submerged lands of the 
marginal sea to three States at the expense and to the detriment of the other 
45 States. 















SENATOR HILL’S AMENDMENT 











But the idea of using such revenues for Federal aid seems to have won many 
Supporters. There is pending in your committee an amendment to your joint 
resolution, Senate Joint Resolution 20, for the use of the revenues from the 
minerals in the submerged lands of the sea for Federal aid to education. The 
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amendment was offered by Senator Lister Hill, of Alabama, on behalf of himself 
and Senators Douglas of Illinois, Morse of Oregon, Benton of Connecticut, Tobey 
of New Hampshire, Neely of West Virginia, Sparkman of Alabama, Kefauver of 
Tennessee, Chavez of New Mexico, Humphrey of Minnesota, and Hennings of 
Missouri. These 11 Senators do not represent any lobby of oil interests or 
Federal lease applicants. They are Members of the Senate of the United States, 
and it is their duty to help determine the disposition of all Federal funds. 


STATE REVENUES FROM SUBMERGED LANDS 


The pamphlet makes the misleading statement that all submerged-lands 
revenues in Texas have been devoted to public education for more than 30 
years. What the pamphlet does not say, and what it attempts to conceal, is 
that prior to the decision in the California case, there were no revenues obtained 
by Texas, or only a negligible amount, from the oil resources of the submerged 
lands of the marginal sea. ‘Texas revenues from inland submerged lands are 
not affected, and cannot be affected. They will, it is assumed, continue to be 
used for public education. 

After the California decision by the Supreme Court, a case in which Texas 
participated, Texas hurried to issue leases in the marginal sea, and received 
some $8,300,000 in bonus payments. It thereafter collected rentals from the 
lessees. But there is only one oil well in operation in the marginal sea off 
Texas, and that well drains a pool tapped by other wells on land, where the 
Federal Government has no claim. 

The pamphlet says that Texas, Louisiana, and California have received 
$77,292,000 from oil and gas leases and royalties, but the pamphlet fails to 
state how much of this came from State-owned property on dry land, where 
the Federal Government has no claim, and how much of it represents revenues 
from mineral resources in Federal submerged lands of the sea seized by these 
three States in defiance of the rights of the United States. 


SUPPORTERS OF FEDERAL CONTROL 


The pamphlet goes on to suggest that the Federal Government should grant 
all of its real property in the country to the respective States, so that the States 
and not the Federal Government, would receive all revenues from such lands. 
The pamphlet says that such a measure “would be opposed by Mr. Ickes and 
other advocates of Federal control (of the marginal sea?) because their primary 
interest is the centralization of property and power in the national sovereign 
rather than the support of public education.” 

The advocates of Federal control of its mineral resources in the submerged 
lands of the sea, which have never belonged to any State, include you and 
Senator Anderson, of New Mexico—cosponsors of Senate Joint Resolution 20— 
the 11 Senators who offered the Federal-aid-to-education amendment, and other 
Senators who have not yet voted on the Walter bill on the floor of the Senate. 
They include the 109 Members of the House who voted against the Walter bill, 
and others who were absent but paired against it. They include some of the 
great newspapers of the Nation, and other publications whose editors have 
studied the subject; and they include men and women in all walks of life all 
over the Nation, who oppose the seizure of Federal assets by 3 States at 
the expense and to the detriment of the citizens of the other 45 States, and 
whose opposition does not stem from any interest, primary or otherwise, in the 
centralization of property and power in the Federal Government. 


THE NECESSITY FOR SENATE JOINT RESOLUTION 20 


California, Louisiana, and Texas, by dilatory tactics, and by pressing for 
legislation to give them forever the mineral resources of the submerged lands 
of the sea belonging to the people of the Nation, have blocked and frustrated 
the efforts by executive officials to obtain authority from Congress for the use 
by the Federal Government of its property. 

Further exploration and development of oil resources in the sea have been 
halted by the refusal of the States to acquiesce in the law of the land as 
pronounced by the Supreme Court of the United States at least four times. 

World conditions have made immediate and additional development of oil 
resources vital. The successful defense of the Nation from foreign enemies may 
depend upon it. Three States have been carrying on their campaign to take 
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these resources for years. Hundreds of millions of dollars of value of these re- 
sources have already been taken without Federal consent. Three States have 
profited at the expense of the other 45 States. 

It must be evident to all who studyethe situation that the effort of the three 
States to gain possession of Federal mineral resources in the open sea has 
reached its climax and has begun to weaken. The recent vote im the House of 
Representatives shows this conclusively. 


CONGRESSIONAL VIEWS CHANGING 


When the House, on September 20, 1945, passed the first quitclaim bill (H. 
Res, 225, 79th Cong., subsequently vetoed) only 11 Members of the House voted 
(without rolleall) against it. The second bill passed the House on April 30, 
148 (H. R. 5992, 8Oth Cong.; no vote by Senate), and the opponents of the 
States legislation numbered 29. On July 30, 1951, the Walter bill was passed by 
the House, and the number of those in opposition increased to 109, with 17 more 
paired against the legislation. The truth about this situation is winning its way 
through the fog of misleading propaganda. 

The views of the executive officials as to the proper permanent legislation 
which Congress should pass are contained in S. 923, introduced in the Eighty- 
first Congress. This bill was drafted by attorneys in the Justice, Interior, and 
Defense Departments. 

Senate Joint Resolution 20, drafted by and introduced by you for yourself and 
Senator Anderson, contains interim legislation which the executive officials have 
approved, although it embodies various concessions in favor of the States not 
previously believed advisable. 

Approval of your proposal, Senate Joint Resolution 20, was given by executive 
officials because of the imperative necessity for immediate action to meet a 
world crisis, and to prepare this Nation to meet any emergency. It seems the 
best solution under present circumstances. 

Sincerely yours, 
Puiie B. PERLMAN. 
Solicitor General. 


6. VETO MESSAGE FROM THE PRESIDENT OF THE UNITED STATES, May 29, 1952 


MESSAGE FROM THE PRESIDENT OF THE UNITED STATES, RETURNING WITHOUT 
APPROVAL THE JOINT RESOLUTION (S. J. Res. 20) ENtititep “A Jornt RESOLU- 
TION TO CONFIRM AND ESTABISH THE TITLES OF THE STATES TO LANDS BENEATH 
NAVIGABLE WATERS WITHIN STATE BOUNDARIES AND TO THE NATURAL RESOURCES 
Wirnin Svucn LANDS AND WATERS, AND TO PROVIDE FOR THE USE AND CONTROL 
or Sarip LANDS AND RESOURCES” 


To the Senate of the United States: 


I return herewith, without my approval, Senate Joint Resolution 20, entitled 
“Joint resolution to confirm and establish the titles of the States to lands beneath 
navigable waters within State boundaries and to the natural resources within 
such lands and waters, and to provide for the use and control of said lands and 
resources,” 

This joint resolution deals with a matter which is of great importance to every 
person in the United States. I have studied it very carefully, and have taken 
into account the views and interests of those who support this legislation, as 
well as of those who are opposed to it. 

I have concluded that I cannot approve this joint resolution because it would 
turn over to certain States, as a free gift, very valuable lands and mineral re- 
sources of the United States as a whole—that is, of all the people of the country. 
I do not believe such an action would be in the national interest, and I do not 
see how any President could fail to oppose it. 

The lands and mineral resources in question lie under the open sea off the 
Pacific, the gulf, and the Atlantic coasts of our country. Contrary to what has 
been asserted, this resolution would have no effect whatever on the status of the 
lands which lie under navigable rivers, lakes, harbors, bays, sounds, and other 
navigable bodies of water that are inland waters. Neither would it have any 
effect on the tidelands—that is, the lands along the seashore which are covered 
at high tide and exposed at low tide. All such lands have long been held by 
the courts to belong to the States or their grantees, and this resolution would 
make no change in the situation. 
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The only lands which would be affected by this resolution extend under th; 
open ocean for some miles seaward from the low-tide mark or from the mouths 
of harbors, sounds, and other inland waters. What this resolution would do 
would be to give these lands to the States which happen to border on the ocean 

It has been contended that the joint resolution merely restores to the States 
property which they owned prior to the 1947 decision of the Supreme Court in 
the case of United States vy. California. This argument is entirely erroneous. 

Until recent years, little or no attention was paid to the question of who owned 
these lands under the open sea, since they were for all practical purposes without 
value. But, about 20 years ago, oil began to be produced in substantial quantities 
from the submerged lands off the coast of California. Then, for the first time, the 
legal question of ownership became important and was given serious consid- 
eration. 

There was uncertainly for a number of years over whether these were Stats 
or Federal lands. Even so careful and zealous a guardian of the public interest as 
the late Secretary of the Interior, Harold Ickes, at first assumed that the undersea 
lands were owned by the States. When he subsequently made studies of th: 
matter, however, he concluded that the United States had interests in these lands 
which should be determined by the courts. 

Whatever may have been the opinion of various people in the past, the legal 
controversy has now been finally resolved in the only way such legal questions 
can be resolved under our Constitution—that is by the courts, in this case by 
the Supreme Court. It has been resolved by that Court not once but three times 
First in 1947, in the case of California, then twice in 1950, in the cases of Louisiana 
and Texas, the Court held that the submerged lands and mineral resources 
underlying the open waters of the ocean off the coast of the United States are 
lands and resources of the United States, and that the various coastal States 
as such, do not have and have never had any title to or property interest in such 
lands or resources. Texas, of course, before it became a State and while it was 
an independent republic, had whatever rights then existed in the submerged 
lands off its coast, but the Supreme Court ruled that any such rights were trans 
ferred to the United States under the annexation agreement when Texas entere | 
the Union. 

Consequently, the law has now been determined, and it applies uniformly to all 
coastal States. Lands under the open sea are not owned by the coastal States, 
but are lands belonging to the United States—that is, they are lands of all the 
people of the country. 

Accordingly, the real question presented by this joint resolution is not who 
owns the lands in question. That question was settled by the Supreme Court. 
The real question this resolution raises is: Should the people of the country give 
an asset belonging to all of them to the States which happen to border on the 
ocean? This resolution would do just that. Despite all the irrelevant con- 
tentions which have been made in favor of this resolution, its real purpose and 
its sole effect would be to give to a few States undersea lands and mineral re- 
sources which belong to the entire Nation. 

I cannot agree that this would be a wise or proper way to dispose of these 
lands and mineral resources of the United States. Instead, I think the resources 
in these lands under the sea should be developed and used for the benefit of all 
the people of the country, incluing those who live in the coastal States. 

I would not agree to any proposal that would deprive the people of the coastal 
States of anything that rightfully belongs to them. By the same token, I cannot 
be faithless to the duty I have to protect the rights of the people of the other 
States of the Union. 

The resources in the lands under the marginal sea are enormously valuable 
About 235 million barrels of oil have already been recovered from the sub 
merged lands affected by this joint resolution—nearly all of it from lands ofl 
the costs of California and Louisiana. The oil fields already discovered in these 
lands are estimated to hold at least 278 million more barrels of oil. Moreover, it 
is estimated that more than 2% billion additional barrels of oil may be discovered 
in the submerged lands that would be given away off the coasts of California, 
Texas, and Louisiana alone. In addition to oil and gas, it is altogether possible 
that other mineral resources of great value will be discovered and developed be- 
neath the ocean bed. 

The figures I have cited relate only to the submerged lands which are claimed 
to be covered by this resolution—that is, the marginal belt of land which the 
sponsors of the resolution say extends seaward 3 marine leagues (10% land 
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miles) from the low-tide mark off the coast of Texas and the west coast of 
Florida, and 3 nautieal miles (3% land miles) off all other coastal areas. 

The Continental Shelf, which extends in some areas 150 miles or more off 
the coast of our country, contains additional amounts of oil and other minerals 
of huge value. One oil well, for example, has already been drilled and is pro- 
ducing about 22 miles off the coast of Louisiana. 

While this resolution does not specifically purport to convey lands and resources 
of the Continental Shelf beyond a marginal! belt, the resolution does open the 
door for the coastal States to come back and assert claims for the mineral 
resources of “the Continental Shelf lying seaward and outside of” this area. 
The intent of the coastal States in this regard has heen made clear by actions of 
the State Legislature of Louisiana, which has enacted legislation claiming to 
extend the State’s boundary 27 miles into the Gulf of Mexico, and of the State 
Legislature of Texas, which has enacted legislation claiming to extend that 
State’s boundary to the outer limit of the Continental Shelf. Such an action 
would extend Texas’ boundary as much as 130 miles into the Gulf of Mexico. 

I see no good reason for the Federal Government to make an outright gift, for 
the benefit of a few coastal States, of property interests worth billions of dollars— 
property interests which belong to 155 million people. The vast quantities of oil 
and gas in the submerged ocean lands belong to the people of all the States. They 
represent part of a priceless national heritage. This national wealth, like other 
lands owned by the United States, is held in trust for every citizen of the United 
States. It should be used for the welfare and security of the Nation as a whole. 
Its future revenues should be applied to relieve the tax burdens of the people of 
all the States and not of just a few States. 

For these reasons, I cannot concur in donating lands under the open sea to 
the coastal States, as this resolution would do. 

I should like to dispose of some of the arguments which have been made in 
support of this resolution—arguments which seem to me to be wholly fallacious. 

It has been claimed that such legislation as this is necessary to protect the 
rights of all the States in the lands beneath their navigable inland waters. It 
has been argued that the decisions of the Supreme Court in the California, Loui- 
siana, and Texas cases have somehow cast doubt on the status of lands under these 
inland waters. There is no truth in this at all. Nothing in these cases raises the 
slightest question about the ownership of lands beneath inland waters. A long 
and unbroken line of Supreme Court decisions, extending back for more than 
100 years, holds unequivocally that the States or their grantees own the lands 
beneath the navigable inland waters within the State boundaries. 

Long Island Sound, for example, was determined by the courts to be an inland 
water many years ago. So were Mobile Bay, and Mississippi Sound, and San 
Francisco Bay, and Puget Sound. Chesapeake and Delaware Bays and New York 
and Boston Harbors, are inland waters. The Federal Government neither has 
nor asserts any right or interest in the lands and resources underlying these or 
other navigable inland waters within State boundaries. Neither does it have or 
assert any right or interest in the tidelands, the lands lying between the high- and 
low-water marks of the tides. All this has been settled conclusively by the courts. 

If the Congress wishes to enact legislation confirming the States in the owner- 
ship of what is already theirs—that is, the lands and resources under navigable 
inland waters and the tidelands—I shall, of course, be glad to approve it. But 
such legislation is completely unnecessary, and bears no relation whatever to the 
question of what should be done with lands which the States do not now own— 
that is, the lands under the open sea. 

The proponents of this legislation have also asserted that under the Supreme 
Court rulings the Federal Government may interfere with the rights of the States 
to control the taking, conservation, and development of fish, shrimp, kelp, and 
other marine animal or plant life. It is also asserted that the Federal Govern- 
ment may interfere with the rights to filled-in or reclaimed lands, or the rights 
relating to docks, piers, breakwaters, or other structures built into or over the 
ocean. I can say simply and categorically that the executive branch of the 
Government has no intention whatever of undertaking any such thing. If the 
Congress finds any cause for apprehension in this regard, it can easily settle the 
matter by appropriate legislation which I would be very happy to approve. But 
these assertions provide no excuse for passing legislation to give to a few 
States—at the expense of the people of all the others—rights they do not now 
have to very valuable lands and minerals beneath the open sea. 

I have considered carefully the arguments that have been advanced to the 
general effect that, regardless of the decisions of the Supreme Court, the coastal 
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State ought to own the lands beneath the marginal sea. These arguments 
have been varied and ingenious. I cannot review all of them here. Suffice it to 
say I have found none of these arguments to be persuasive. 

The fact is that the Federal Government, and not the States, obtained thy 
rights to these lands by the action of the Executive, beginning with a letter from 
Secretary of State Thomas Jefferson in 1793, when he asserted jurisdiction, on 
behalf of the United States as against all other nations, over the 3-mile belt of 
ocean seaward of the low-tide mark. Neither then nor at any other time did 
the Federal Government relinquish any authority over this belt. The rights to 
this ocean belt, in other words, are and always have been Federal rights, main 
tained under international law by the National Government on behalf of all the 
people of the country. 

It has been strongly urged upon me that the case of Texas differs from that 
of the other coastal States, and that special considerations entitle Texas to 
submerged lands lying off its coast. I recognize that the situation relating to 
Texas is unique. Texas was an independent Republic for 9 years before she 
was admitted to the Union, in 1845, “on an equal footing with the existing 
States.” During those 9 years it had whatever rights then existed in submerged 
lands of the marginal sea. 

Texas entered the Union pursuant to a joint resolution of annexation, enacted 
by the Congress. Some of the provisions of the annexation resolution are not 
ciear in their meaning as they apply to the present question. Thus, the resolu- 
tion granted to Texas “all the vacant and unappropriated lands lying within 
its limits,” but at the same time it also required Texas to cede to the United 
States “all * * * ports and harbors * * * and all other property and means 
pertaining to the public defense.” 

The legal question relating to ownership of submerged lands off the coast of 
Texas may have been different and more difficult than the legal question with 
respect to California and Louisiana. But the Supreme Court decided that when 
‘Texas entered the Union on an equal footing with the other States, thereupon 
ceasing to be an independent nation, it transferred national external sovereignty 
to the United States and relinquished any claims it may have had to the lands 
beneath the sea, 

Not only has the Supreme Court ruled upon the difficult legal question, but in 
enacting Senate Joint Resolution 20 the Congress decided that all the coastal 
States shou'd be treated in the same manner as Texas. In view of this, it ob- 
viously is impossible for me to consider the resolution exclusively from the stand- 
point of the unique situation relating to Texas. 

As to those parts of the Continental Shelf that lie beyond the marginal belt 
that would be transferred by Senate Joint Resolution 20, the States have no 
grounds for asserting claims. There can be no claim that these lands lay within 
the boundaries of any States at the time of their admission to the Union. Neither 
can there be any claim of an historical understanding that these were State lands. 
More important, the Nation’s rights in those lands, as in the case of the marginal 
belt, are national rights based upon action taken by the Federal Government. 

In 1945 the President issued a proclamation declaring that the natural resources 
of the subsoil and sea bed of the Continental Shelf beneath the high seas apper- 
tain to the United States, and are subject to its jurisdiction and control. This 
proclamation asserts the interests of the United States in the land and resources 
under the high seas well beyond the 3-mile belt of territorial sea established in 
Jefferson’s time. This jurisdiction was, of course, asserted on behalf of the 
United States as a whole, and not just on behalf of the coastal States. 

In view of the controversy of the last 15 years or so over the disposition of the 
lands underlying the marginal sea belt, and the more recent problem relating to 
rights in the remainder of the Continental Shelf, I should like in this message to 
indicate the outlines of what would appear to me to be a reasonable solution. 

First, it is of great importance that the exploration of the submerged lands— 
both in the marginal sea belt and the rest of the Continental Shelf—for oil and 
sxas fields should go ahead rapidly, and any fields discovered shou!d be de: eloped 
in an orderly fashion which will provide adequate recognition for the needs of 
national defense. 

Senate Joint Resolution 20, as originally introduced by Senators O’Mahoney 
and Anderson, and as reported from the Senate Committee on Interior and 
Insular Affairs, would have filled this need on an interim basis, pending further 
study by the Congress, by providing for Federal leases to private parties for 
exploration and development of the oil and gas deposits in the undersea lands. 
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But. as it was amended and passed, the resolution would only make possible the 
development under State control of the resources of the marginal belt; it makes 
no provision whatever for developing the resources of the rest of the Continental 
Shelf. 

I wish to call special attention to the need for considering the national-defense 
aspects of this matter—which the present bill disregards completely. 

In recent years we have changed from an oil-exporting to an oil-importing 
nation. We are rapidly using up our known reserves of oil; we are uncertain 
how much remains to be found; and we face a growing dependence upon im- 
ports from other parts of the world. We need, therefore, to encourage explora- 
tion for more oil within lands subject to United States jurisdiction, and to 
conserve most carefully, against any emergency, a portion of our national oil 
reserves. 

Senate Joint Resolution 20, as it reached me, does not provide at all for the 
naitional defense interest in the oil under the marginal sea. Indeed, the latter 
half of the ambiguous and contradictory terms of section 6 (a) of the resolu- 
tion appears to bar the United States from exercising any control, for national 
defense purposes or otherwise, over the natural resources under the sea. While 
section 6 (b) gives the Government, in time of war, the right of first refusal 
to purchase oil, and the right to acquire land through condemnation proceedings, 
these provisions avoid completely the main problem, which is to make sure, 
before any war comes, that our oil resources are not dissipated. 

In contrast to these provisions, Senate Joint Resolution 20, as originally 
introduced by Senators O'Mahoney and Anderson, provided in section 7 (a) that 
the President could, from time to time, withdraw from disposition any unleased 
lands of the Continental Shelf and reserve them in the interest of national 
security. In passing the resolution now before me, however, the Congress omitted 
entirely this or any other similar provision. It is not too much to say that in 
passing this legislation the Congress proposes to surrender priceless opportunities 
for conservation and other safeguards necessary for national security. I regard 
this as extremely unfortunate, and it is for this reason especially that the 
Department of Defense has strongly urged me to withhold approval from Senate 
Joint Resolution 20. 

I urge the Congress to enact, in place of the resolution before me, legislation 
which will provide for renewed exploration and prudent development of the oil 
and gas fields under the open sea, on a basis that will adequately protect the 
national defense interests of the Nation. 

Second, the Congress should provide for the disposition of the revenues ob- 
tained from oil and gas leases on the undersea lands. Senate Joint Resolution 
20, as introduced by Senators O’Mahoney and Anderson, would have granted 
the adjacent coastal States 3714 percent of the revenues from submerged lands 
of the marginal sea. I would have no objection to such a provision, which is 
similar to existing provisions under which the States receive 374 percent of 
the revenues from the Federal Government’s oil-producing public lands within 
their borders. 

Another suggestion, which was offered by Senator Hill on behalf of himself 
and 18 other Senators, was that the revenues from the undersea lands, other 
than the portion to be paid to the adjacent coastal States under the O’Mahoney- 
Anderson resolution, should be used to aid education throughout the Nation. 
When you consider how much good such a provision would do for school- 
children throughout the Nation, it gives particular emphasis to the necessity for 
preserving these great assets for the benefit of all the people of the country 
rather than giving them to a few of the States. 

Third, I believe any legislation dealing with the undersea lands should protect 
the equitable interests of those now holding State-issued leases on those lands. 
The Government certainly should not impair bona fide investments which have 
been made in the undersea lands, and the legislation should make this clear. 
Here again, Senate Joint Resolution 20, as introduced by Senators O’Mahoney 
and Anderson, provided a sensible approach. 

But unfortunately, Senate Joint Resolution 20 was converted on the floor 
of the Senate into legislation which makes a free gift of immensely valuable 
resources, Which belong to the entire Nation, to the States which happen to be 
located nearest to them. For the reasons stated above, I find neither wisdom 
nor necessity in such a course, and I am compelled to return the join resolution 
Without my approval. 

HaArry S. TRUMAN. 

THE WHITE HovskE, May 29, 1952. 
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7. EXECUTIVE ORDER SETTING ASIDE NAVAL PETROLEUM RESERVE, JANUARY 16, 1953 
EXECUTIVE ORDER 10426 


SETTING ASIDE SUBMERGED LANDS OF THE CONTINENTAL SHELF AS A NAVAL 
PETROLEUM RESERVE 


By virtue of the authority vested in me as President of the United States, 
is ordered as foliows: 

SECTION 1. (2) Subject to valid existing rights, if any, and to the provisions 
of this order, the lanus of the continental shelf of the United States and Alasks 
lying seaward of the line of mean low tide and outside the inland waters and 
extending to the furthermost limits of the paramount rights, full dominion, aud 
power of the United States over lands of the continental shelf are hereby se 
aside as a naval petroleum reserve and shall be administered by the Secretary 
of the Navy. 

(b) The reservation established by this section shall be for oil and gas on 
and shall not interfere with the use of the lands or waters within the reserved 
area for any lawful purpose not inconsistent with the reservation. 

Sec. 2. The provisions of this order shall not affect the operating stipulatio 
Which was entered into on July’ 26, 1947, by the A torney General of the United 
States and the Attorney General of California in the case of United States 
tmerica v. State oj California (in the Supreme Court of the United States, Ox 
teber Term, 1947, No. 12 Original), as thereafter extended and modified. 

Sec. 3. (a) The functions of the Socretary of the Interior under Parts IT and 
Lil of the notice issued by the Secretary of the Interior on December 11, 1950, and 
entitled “Oil and Gas Operations in the Submerged Coastal Lands of the Gulf 
of Mexico” (15 F. R. 8835), as suppiemented and amended, are transferred to 
the Secretary of the Navy; and the term * Secretary of the Navy” shall be sb 
stituted for the term “Secretary of the Interior” wherever the latter term occurs 
in the said Parts II and III. 

(b) Paragraph (c) of Part IIT of the aforesaid notice dated December 11, 
1950, as amended, is amended to read as follows: 

“(e) The remittance shall be deposited in a suspense account within the Treas 
ury of the United States, subject to the control of the Secretary of the Navy, the 
proceeds to be expended in such manner as may hereafter be directed by an uct 
of Congress or, in the absence of such direction, refunded (which may include a 
refund of the money for reasons other than those hereinafter set forth) or de 
posited into the general fund of the Treasury as the Secretary of the Navy may 
deem to be proper.” 

(c) The provisions of Parts II and III of the aforesaid notice dated December 
11, 1950, as supplemented and amended, including the amendments made by this 
order, shall continue in effect until changed by the Secretary of the Navy. 

Sec. 4. Executive Order No. 9633 of September 28, 1945, entitled “Reserving 
and llacing Certain Resources of the Continental Shelf under the Control and 
Jurisdiction of the Secretary of the Interior” (10 F. R. 12305), is hereby revoked 

Harry 8S. TRUMAN, 


THe WHITE HovskE, January 16, 1953. 
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1st Session 


INVESTIGATION OF PUBLIC TRANSPORTATION IN THE 
DISTRICT OF COLUMBIA 


MarcH 27, 1953.—Ordered to be printed 


\lr. Cartson, from the Committee on Rules and Administration, 
submitted the following 


REPORT 
{To accompany 8. Con. Res. 19] 


The Committee on Rules and Administration, having had under 
consideration the concurrent resolution (S. Con. Res. 19) establishing 
a joint committee to make a study of public transportation serving 
the District of Columbia, report favorably thereon with amendments 
and recommend that the concurrent resolution, as amended, be agreed 
o by the Senate. 

The purposes ol this concurrent resolution are to authorize an 
ivestigation into the regulation and operations of public transporta- 
tion in the District of Columbia. 

In conjunction with the House of Representatives, the Senate will 
oe into earnings, the depreciation policies, the fixing of rates, the 
lividend policies, officer salaries, and proposed fares of common 
carriers operating within the District. In addition, all operational 
and engineering phases will be gone into of such carriers to find out if 
the equipment is adequate, that its maintenance is efficiently organ- 
zed, that there exists a long-range program for replacing equipment, 
and that sufficient attention has been given by management to route 
patterns, employee relations, and operating economies 

Interim reports shall be submitted to the Senate and the House of 
Representatives by the joint committee from time to time 

The joint committee, under the foregoing concurrent. resolution, is 
wuthorized to expend an amount not in excess of $50,000, one-half of 
which shall be paid from the contingent fund of the Senate, and 
one-half from the contingent fund of the House of Representatives. 

An estimated budget for the full expenditure of the $50,000, sub- 
mitted by the Senate Committee on the District of Columbia on behalf 
of the proposed joint committee, and approved by the Senate Com- 
mittee on Rules and Administration is as follows: 
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PUBLIC TRANSPORTATION IN THE DISTRICT 


Estimated budget of the Joint Committee To Investigate 


of Columbia, May 1, 1953, to Jan. 


Personnel and salaries 
2 supervising accountants, at $11,600 per vear 
1 assistant accountant, at $6,000 per year 
| management consultant, at $11,600 per year 
1 supervising engineer, at $8,000 per year 
1 counsel, at $11,600 per weag, (342 months) 

2 clerical, at $4,000 per vear 


‘Total 
Other expenses: 
Traveling and related expenses 
Other expenses (phone, telegraph, supplies) 
{eporting hearings 


Total 


Grand total 


OF COLUMBIA 2 


Transportation in the Dist 


31, 1954 


$17, 400 
500 
8, 700 
6, 000 
3, 400 
6, OOO 


46, 000 


1, 500 
1, 500 
1, 000 
4, O00 


50, 000 
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REPEALING APPROPRIAT [ON RE ST RICTIONS ON ARO, 
INC., FOR OPERATION OF THE ARNOLD ENGINEERING 
DEVELOPMENT CENTER 


APRIL 1, 1953.—Ordered to be printed 


Mr. SALTONSTALL, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany H. R. 4130] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 4130) to amend title V of the Department of Defense Appro- 
priation Act, 1953, so as to permit the continued use of appropriations 
thereunder to make payments to ARO, Inc., for operation of the 
Arnold Engineering Development Center after March 31, 1953, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


HISTORY AND BACKGROUND 


The Arnold Engineering paren Center was authorized by 
Public Law 415, approved October 27, 1949. Since that date, it has 
been under construction at T uilabeme, Tenn. 

This center is a part of a master unitary wind tunnel plan which is 
designed to provide the testing tools required to achieve in the United 
States continued air supremacy. The center will provide needed 
facilities for development, testing, and evaluation of aircraft, missiles, 
and propulsion systems in the transonic, supersonic, and hypersonic 
range. 

The necessity for an aeronautical test center of this type is recog- 
nized by a variety of different agencies of the Government, as well 
as by expert technical groups from the industrial and scientific fields. 
Both the President’s Air Policy Commission and the Congressional 
Aviation Policy Board urged prompt and continuing attention to 
he creation of research and testing facilities which would enable the 

Tnited States to stay abreast of dev elopments in this field. 
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The Department of Defense appropriation bill for fiscal y 
contains a proviso to the section of the bill dealing with hic I: 
research and development appropriations, which proviso. prol, 
the Air Force from making any payments out of such approp: 
funds to ARO, Inc., the corporation operating the Arnold En, gine 
Development Center. This proviso was inserted into the fisc: 
1953 military appropriations bill during the last days of th 
Congress as a result of congressional criticism of the Air Force for j 
decision to have the center managed and operated by this particula; 
contractor under a cost-plus-fixed-fee contract. 


PRESENT STATUS OF THE CENTER 


At the present time, $169,500,000 has been authorized and appro- 
priated for the design and construction of this facility. The center 
consists of three principal test facilities: The gas dynamics facili! 
the engine test facility, and the propulsion wind tunnel plus essent 
supporting utilities. The first of these facilities, the engine test 
facility, will be ready for calibration in September 1953. The ARO 
Inc., contract for the operation of this facility has been in force sing 
April 22, 1950. 

When the center is completed, it will represent a national asset { 
the development of basic data and technical conclusions in the fields 
mentioned. Inasmuch as these data may alter the entire course o! 
progress in these fields, it is vital that the quality be the best obta 
able. Each separate test facility represents a pione ering effort in th 
fields of mechanical and electrical engineering. The motors, 
pressors, and dynamometers are reported to be the largest ever 
designed and constructed. Almost every component of the tunnels 
as well as the tunnels themselves, fall into this “high degree of diffi- 
culty” development area. For these reasons, it has been necessary to 
recruit the best quality technical and scientific personnel available in 
the country and have them on the site being trained and to assist 
with the solution of the applications problems related to this complex 
equipment. 

Secretary Talbott, testified that both he and his assistant for 
research and development have visited the Tullahoma site and hav: 
reviewed with the Air Force and with contractor personnel various 
aspects of the programs and of the efficiency of the operation. Their 
study of this subject has included questioning of operating ratios 
quality of personnel, pay scales, possible overlapping and duplication 
within the ARO organization, and between the ARO personne! and 
the military. They have also reviewed other aspects of the operation, 
such as the method of contracting and control of expenditure of funds 
and report that, in their opinion, the contractor is performing lis 
services more effectively and efficiently than could be expected in 
view of the serious planning and morale limitations enacted by tli 
82d Congress. It is further their opinion that the quality of th 
technical personnel which the contractor has recruited vindicates th 
Air Force’s judgment in the original selection of this contractor. 

It is noted in reading the record of previous hearings on this subject 


l 
} 


that a portion of the problem appears to be one of whether or not the 
Air Force should use a private contractor to increase its capability for 
performing its mission. A further question has been whether or not, 
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such a private contractor is used, a fee should be paid. The 
nittee is aware that the present Air Force policy is to use private 
strv where needed to increase its capability for performing its 
Further, it is the Air Force policy, that when such contracts 
iade with industry, a profit should be paid for services rendered. 
The use of a contractor has permitted the Air Force to acquire a 
|, degree of competence in those people who are charged with the 
ration of these facilities. If the Congress sees fit to leave the pro- 
viso in Public Law 488, 82d Congress, the Department of the Air 
Force will be placed in a very difficult situation with respect to com- 
pleting this essential program. Probable serious adverse effects on 
the operation of these facilities are: 
Delay in operating facilities. 
Delay in completing the construction program. 
\dverse effect on other research and development activities. 
\dverse effect on Air Force requirements. 
Adverse effect on morale of surviving organization. 
ln order to assure continuity of effort for the present, the Air Force 
has proceeded with plans to make an interim contract with Sverdrup 
& Parcel for the operation of the center on a no-fee basis for a period of 
{ months. However, proponents of the proposed legislation have 
ted out that there is unrest and a lowering of morale as a result of 
restrictive appropriation language which will result in the loss of 
highly competent people unless immediate action is taken by the 
Congress to rescind the restrictive language. 


il 


DATA CONCERNING THE ARO CONTRACT 


Since April 1950 ARO, Ine., has held cost-plus-fixed-fee contracts 
with the Department of the Air Force to manage, operate, and main- 
tain the Arnold Engineering Development Center in Tennessee. The 
present contract expires March 31 

Under this type of contract the work is performed at cost, which is 
estimated and agreed upon in advance, and a fee is fixed for the services 
of the contractor. This fee does not change even though actual costs 
may vary from the estimate. 

‘The fees awarded ARO, Inc., for 3 contract periods total $173,474.50. 
Of this gross income approximately $75,000 goes back to the Govern- 
ment in Federal income taxes. 

Under this type of contract certain costs are not reimbursed by the 
Government. These costs include donations, charitable contributions, 
interest charges, and the like. During its 3 years of operation ARO, 
Inc., will have absorbed from its gross fees more than $33,000 of such 
charges. 

A reserve for contingent liabilities has been established in the 
amount of $20,000 leaving approximately $45,000 as earned surplus. 

Thus, the corporation will have had an average annual net income 
of $15,000, and in the event no contingent liabilities materialize, this 
net income will still average less than $22,000 a year. 

The total of agreed estimates of cost for the 3 contract periods is 
$6,098,580. In addition to the responsibility of administering these 
amounts, ARO, Ine., has the contractual responsibility for the man- 
agement, operation, and maintenance of complex multi-million-dollar 
veronautical test facilities which are without parallel. 
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The corporation presently has approximately 1,000 emp 
many of whom are scientists and technicians with rare skills 


a Ine., has a paid-in capital of $150,000 and has establisi hy 
50, 000 in credit with a major Tennessee banking institution 1) 
ing its 3 vears of operation, no dividends have been paid. ” 


The tollow! ing condensed résumé of a hearing before a subecomi 
of the Senate Commiitee on Appropriations held during Senat: 
sideration of this matter in March 1953, is pertinent: 


Arnold Engineering Development Center (ARDC) is a central facility | 


and being constructed for the Department of the Air Foree. Its purpo 
provide facilities for test and evaluation of aireratt, missiles, and pr 
systems in the transoni¢c, supersonic, and hypersonie ranges. In a 
' it also has an engine test facilitv, the purpose of which is to provide 
facilities for commercial contractors developing engines and other met 
propulsion for the Department of the Air Force and other Government ( 
conducting research and development in the field of aeronauties * * ) 
The importance of AFDC is indeed great. The research and test da | 
evaluations which its facilities will make possible could be the kev to mai 
by the United States of air superiority in this very fast-moving field - 
superiority is so essential to defense and survival It is of the utmost impor 
that the facilities be completed and placed in operation at the earliest 
time * * * The optimum utilization through effective management and 
tion is of equal importance to the facilities themselves Air Force state 


SUMMARY 


In 1949 Congress authorized the construction of AEDC in Pub 
Laws 415 and 430, following which, in April 1950, the Air For 
quested Sverdrup & Parcel, Inc., to manage and operate AED 
Sverdrup & Parcel, Inc., consented to perform these services and 
the suggestion of the Air Force a aa ry corporation was org 
for that sole purpose. It was named ARO, Inc., a contract 
Arnold Research Organization. 

ARO entered into a contract with the Air Force in April 1950, o1 
cost-reimbursement basis plus a fixed fee of $23,474.50 for 18 mont! 
services ending Se pte mber 30, 1951. On October 1, 1951, when the 
contract was renewed for 1 vear, for a fixed fee of $95,000, ARO | 
189 employees and by March 31, 1952, its employees had encreased to 
385. As of the last-named date, the total cost to the Governm 
under both contracts amounted to $1,563,262.50. 


LEGISLATIVE HISTORY OF THE RESTRICTIVE PROVISO TO THI 
APPROPRIATION ACT 


The proviso which is herein under discussion and which prohibits 
further payments to ARO, Inc., after March 31, 1953, was ena 
by the House of Representatives at the time it considered the Defens 
Appropriations Act of 1953. Representatives of ARO, Inc., were not 
heard. 

The proviso was the subject of a full hearing before the Defenss 
Appropriation Subcommittee of che Senate Committee on Appropt il 
tions. Pertinent facts were fully examined. The panel of witnesses 
included representatives of ARO, Inc. The subcommittee recom 
mended that the proviso be removed, the full committee concurred, 
and was sustained by the Senate. Senate-House conferees were in 
disagreement on the matter, but the Senate receded from its disagree- 
ment when the conferees reported back a second time. 
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In view of the foregoing, enactment of H. R. 4130 sustains the Senate 
josition taken during the last Congress, but which did not prevail 


i 


because of House opposition. 
The fact that the House has now in effect receded from its original 
position in favor of that taken by the Senate with respect to the 
cific language herein under consideration, would therefore seem 
illy to warrant Senate approval of this bill, H. R. 4130. 
The Committee on Armed Services held open hearings on the bill, 
| the evidence presented therein is the basis for the foregoing. 


DEPARTMENTAL RECOMMENDATION 


The Department of the Air Force recommends enactment of the 
evislation and advises that the Department of Defense and the Bureau 
f the Budget interposes no objection, as is evidenced by the letter of 
he Secretary of the Aur Force to the chairman of the House Committee 
on Appropriations which is hereto attached and made a part of this 


report 


JoHn TABER, 
Chairman, Committee on Appropriations, 
House of Representatives, Washington, D, ¢ 


Dear Mr, CHArRMAN: I have spent some time studying the problems attending 

present construction and future operation of the Arnold Engineering Develop- 

t Center. I have inspected the installation at Tullahoma, Tenn., in order to 
a better understanding of the whole operation. 

Several Air Force studies have been made in the past as to the best type of 


: 
ation The conclusions reached in those studies and by my predecessor were 
direct Air Force or Defense Department operation is not practicable, and 


since the facility would not be se ust ng, establishment of a Govern- 
rporation is not appropriate rol he information I have received to 
[ agree with those conclusions, and it is th ny view that operation by a 
ractor is the most feasible method 
\s vou know, the facility has been managed in the past D ARO, Ine., a corpora- 
in which the controlling interest is held by Sverdrup & Parcel, Inc., a St. 
firm of consulting engineers There has been son disagreement as to 
er or not the compensation paid to ARO, Inc., was excessive and this dis- 
eement would seem to have been the primary cau f the restriction which 
ypears in the current appropriation act. I beheve it is generally agreed, how- 
r, that ARO, Ine., has done its job efficiently and that the development of the 
er has proceeded as fast as co ild De ¢ ypect “cd. It would be most une conomical 
nwise, in my Opinion, to risk losing the technical skills and experience that 
ve been accumulated by the organization and its employees, if they can be 
iined on the basis of a compensation which is fair and reasonable 
feel that it is appropriate to continue the contractual relations betweer 
and the Air Force under a cost-plus-fee arrangement. The amount 
ist of course be fair and reasonable and will be subject to annual negotiation. 
will not necessarily continue to be the same in subse quent yvears. The Air 


1 ARC , 
of 


the 


irce will continue to study the method of operation of the center and, if in the 
iture a more economical or effective method is found to be practical, the Air 
orce will not hesitate to make a change. 

It is my recommendation that the restrictions in the current appropriation 
ict be reper aled in order to permit the continued operation of the center Dy ARO 

line with the views I have expressed aboy 

lhe Offices of the Secretary of Defense and the Director, Bureau of the Budget, 
ave no objection to the submission of the attached legislative proposal, which, 
f adopted, will repeal the restrictive amendment to the Defense Appropriation 
\ct of 1953 prohibiting payments to ARO, Inc., for the operation of the center 
ifter March 31, 1953. 
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I regret that this legislative proposal which I regard as so urgent is being 
mitted at so late a date. I am unable to say just what action will be ta 
continue the operation of ARO, Inc., after March 31 if the proposed reso 
is not promptly adopted by the Congress. I am hopeful that an interim contrac: 
with Sverdrup & Parcel, Inc., for the operation of the center on a no-fee 
can be entered into to meet the problem for several months commencing A 
I must state with emphasis, however, that I have no assurance whatever 
the Bureau of the Budget and the General Accounting Office would app: 
such an arrangement. 

Sincerely yours, 
Harotp E. Taso 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, repeal of existing law made by the bill are shown 
enclosed in black brackets: 


[Pustic Law 488—82p ConarRgEss] 
[CHAPTER 630—2pD SEssIon] 
TITLE V—DEPARTMENT OF THE AIR FORCE 


* * * * * * * 


RESEARCH AND DEVELOPMENT 


For expenses necessary for basic and applied scientific research and devel 
ment, by contract or otherwise, and transportation of things, to remain availal 
until expended, $525,000,000: [Provided, That no part of such appropriat 
shall be used to make any payment to ARO, Incorporated, for operation of t! 
Arnold Engineering Development Center after March 31, 1953, unless Congr 
shall have directed otherwise. ] 

* * * ~ * + + 
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s3p CONGRESS [ SENATE ( Report 
Ist Session 1 No. 136 


PERMITTING THE BOARD OF COMMISSIONERS OF THE 
DISTRICT OF COLUMBIA TO ESTABLISH DAYLIGHT- 
SAVING TIME IN THE DISTRICT 


AprIL 1, 19535.—Ordered to be printed 


Mr. Cass, from the Committee on the District of Columbia, submitted 
the following 


REPORT 


[To accompany 8. 1419] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 1419) to permit the Board of Commissioners of the District 
of Columbia to establish daylight-saving time in the District, after 
full consideration, reports favorably thereon, without amendment, 
and recommends that the bill do pass. 

The purpose of this bill is to permit the Board of Commissioners 
of the District of Columbia to establish daylight-saving time in 
the District provided the following conditions are met: 

After investigation, if the Board of Commissioners of the District 
find that the cities of Baltimore, Philadelphia, and New York, or 
any 2 of the 3 cities aforementioned, have advanced the standard 
time applicable to such city 1 hour during the summer months of 
any year, and as a result of consequent changes in train, bus, airplane, 
radio, and television schedules affecting the area and_ intercity 
transportation and communications, it is necessary for the promotion 
of the public welfare, convenience, and necessity of the residents 
of the District of Columbia to establish daylight-saving time, then 
the Board of Commissioners may establish daylight-saving time in the 
District during such year for a period commencing not earlier than 
the last Sunday of April and ending not later than the last Sunday of 
September. 

Since 1947, legislation has been enacted each year to give daylight- 
saving time to “the District of Columbia. Enactment of this bill 
would obviate the necessity for legislating from vear to year on the 
subject. The provisions of this bill are not mandatory, but give the 
Board of Commissioners necessary permission. 

The bill was favorably reported by a unanimous vote of the 
committee. 
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APR2 i393 Calendar No. 136 


<3p CONGRESS SENA'TE { REPORT 
1st Session 1 No. 137 


\UTHORIZE REPRINT OF PAMPHLET OUR AMERICAN 
GOVERNMENT 


\pRIL 9 (legislative day, Aprit 6), 1953.—Ordered to be printed 


JenNER, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


(To accompany 8. Con. Res. 24] 


lhe Committee on Rules and Administration, to whom was referred 
the concurrent resolution (S. Con. Res. 24) to revise and reprint the 
aamphlet entitled “Our American Government” having considered 
same, report favorably thereon, without amendment, and recommend 
that it be agreed to by the Senate 

Our American Government is a nonpartisan pamphlet containing 
2S4 questions and answers on the history and functions of the United 
States Government, accurately portrayed for the benefit of schools, 
patriotic organizations, and other groups interested in the functions 
and operations of the Government. 

It was last issued in 1946 as the work of the Hon. Wright Patman, 
\lember of Congress from the State of Texas, and was a result of 
many House documents which had been previously issued on the 
same subjects. 

This concurrent resolution authorizes revision of the 1946 edition 
by the Joint Committee on Printing, and its distribution as a Senate 
document. The resolution also calls for the printing of 100,000 
additional copies for the use of the Senate and the House of 
Representatives. 

The approximate cost will be $5,500. 

26009 
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s3p Congress SENATE ; REPORT 
J No. 13 





PROVIDING AUTHORITY FOR TEMPORARY ECONOMIC 
CONTROLS 


Apri 10 (legislative day, Aprit 6), 1953.—Ordered to be printed 


Mr. Capenartr, from the Committee on Banking and Currency, 
submitted the following 


REPORT 
Together with the 


MINORITY VIEWS OF MR. BRICKER, MR. BENNETT, AND 
MR. GOLDWATER AND THE INDIVIDUAL VIEWS OF 
MR. CAPEHART 


[To accompany 8. 1081] 


The Committee on Banking and Currency, to whom was referred 
the bill (S. 1081) to provide authority for temporary economic controls, 
and for other purposes, having considered the same, report favorably 
thereon with an amendment and recommend that the bill, as amended, 
do pass. 

INTRODUCTION 


Today we observe signs of a possible armistice in Korea and pray 
earnestly that peace may surely come. But peace, if it be a durable 
one, must be retained much as it has been gained—by strength and 
courage, moral and physical. 

Almost 3 years ago the Nation waited somewhat impatiently while 
your committee deliberated on the legislation which it finally recom- 
mended to the Congress, and which provided the legal framework 
and the economic rules for the mobilization of our resources for what 
many feared to term ‘‘a war.” 

To brave men and gallant soldiers of our Nation and of the United 
Nations belong the chief credit and the well-earned glory for our 
success in Korea and that an armistice is now being considered. But 
in modern warfare, as we are coming to understand, military strength 
must be backed by industrial might. But we are prone to forget that 


1 
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at the economic front, no less than at the military front, courage. 
tremendous effort, and intensive planning are also required. Difficult 
as it has been to make our people aware of this during wartime, it js 
ever so much more difficult to convince them of it when more peaceful 
conditions prevail or are about to prev ail. But if we are to win the 
peace and keep the peace, the American people must be ever conscious 
of it and support a planned program of industrial mobilization and 
economic action in the event of war. 

The Defense Production Act helped us successfully to mobilize 
for the Korean war and if extended, with the amendments recom- 
mended, will strengthen our defense and military efforts. If peace 
comes, it will serve to insure that peace. 

It would be easier for your committee to avoid the problem, or 
at least to postpone consideration of the more controversial as pects 
of the problem to a later time, perhaps when the enemy attacks, ( God 
forbid, our allies or our own cities. If we ask our people to sacrifice 
and to show intelligence in their planning and action, your committee 
believes Congress should set the example. 

Accordingly your committee after much deliberation recommends 
a bill which enables us to continue and complete our mobilization 
program. It continues material and rent controls in a limited way, 
continues the loan and production expansion program, provides for 
standby credit control authority and authorizes the President to 
impose a wage, price, and rent freeze for a 90-day period in the event 
of a grave national emergency. 


GENERAL STATEMENT 


Your committee in recommending this bill wishes to emphasize 
that it does not believe price and wage controls are needed at. this 
time. On the contrary, it believes now that prices and wages are 
generally in normal relationship and the economy as a whole is 
relatively stable, and that controls would only hinder the growth 
and efficient operation of our economy. 

On the other hand your committee ‘firmly believes that so long as a 
Korean war exists or a difficult international situation prevails where 
war could break out at any moment, we should be prepared industrially 
and economically to meet it; just as we should be prepared militarily. 


CONCLUSIONS OF WAR INVESTIGATING COMMITTEE 


The Special Committee To Investigate the National Defense Pro- 
gram made a long and continuous study and held extensive hearings 
on the operation of our economy during World War II. In its final 
report it reached a conclusion which your committee in reporting this 
bill endorses and believes it is carrying out, insofar as it has jurisdic- 
tion. The report was submitted by the chairman of the committee, 
the then Senator from Maine, Mr. Brewster, on April 28, 1948. ‘The 
members of the committee at that time were Senators Homer 
Ferguson, Joseph R. McCarthy, John J. Williams, George W. Malone, 
Harry P. Cain, Carl A. Hatch, Claude Pepper, J. Howard McGrath, 
and Herbert R. O’Conor. 
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‘he conclusions of the Report No. 440, part 6, 80th Congress, 2d 


cession, were as follows: 


i. A prompt and effective mobilization of our entire economy is essential in 
event of war. In time of war our armed services are dependent upon the 
mie resources of the Nation and the productive capacity of its people for 
vast amounts of weapons and supplies necessary to equip and maintain a 
lern fighting force. At the same time, our economy must meet the essential 
needs of the population. 
2». In reviewing the history of our mobilization planning efforts in two world 
_ the committee has observed that the lessons learned from experience in 
controlling our national economy during World War I were largely disregarded 
when similar problems confronted us in World War II. Only belatedly in World 
War Il did we put into effect many of the organizational principles embodied in 
ir industrial mobilization plans. 

3. The committee recommends that the Congress give close and continuing 
ittention to the activities of the executive departments responsible for mobiliza- 
tion planning in order to make certain that the industrial mobilization plan 
ow being considered is formulated promptly. Once the plan is completed, it 
should be periodically revised from time to time in the light of changing strategic 
military plans and technological developments. 

}. As soon as an industrial mobilization plan is prepared by the executive 
braneh, the Congress should implement the plan by legislation so far as practicable. 
\ll experience demonstrates that detailed legislative programs for industrial 
mobilization cannot be enacted quickly in a crisis. The Congress should at the 
same time provide for progressive implementation of the plan by predetermined 
legislative or executive action to meet any crisis as it develops. If this is done 

ww a great deal of delay and confusion will be avoided when, as, and if an 
emergeney does arise. 

5. As in the case of reserves in our military forces, a reserve of men experienced 
in specialized phases of business and industry should be designated, trained, and 
available to undertake the administration of the various Government agencies 
which must necessarily be set up under any mobilization plan in order to direct 
the economic phase of war in the national emergency. 

6. The most difficult problem in the mobilization of industry for war is the 
decision to put the mobilization plan into effect. The committee, therefore 
urges that the Congress and the executive branch arrive at a determination now as 
to how and when, and in what stages, the industrial mobilization plan should be 
put into effect when the need arises. 

7. The American people must realize that in another war this Nation may at 
once become not only an arsenal but also a battlefield. The committee believes 
that the prompt and effective mobilization of our economy in time of war is of 
such vital importance to the security of this country that it demands the constant 
attention and bipartisan consideration of the Congress and the executive branch 
of the Government. 

8. In this era of total war consideration may well be given to universal service 
(a) to assure that each shall do his proper part in defense of his country; (b) to 
eliminate unjust enrichment. 

9. In any event, new techniques must constantly be developed to take unfair 
profits out of war and out of preparation for war. 


THE WAIT-AND-FIDDLE APPROACH 


Out of his long experience with the subject of war mobilization, 
Bernard Baruch also emphasized the need for action now, if we are to 
be prepared in the event of a grave national emergency. He testified: 


To wait is todie. To wait is to make certain our mobilization will be needlessly 
slowed which means lengthening the struggle for victory and dooming some to 
lose their lives needlessly. 

One of two general courses of action is possible. The wise course is to act 
promptly before the economy is out of hand, to preserve as far as possible the 
equilibrium that existed prior to the emergency. 

That is the sound course of action. The other course is to wait and fiddle until 
the economy is out of control. Only then do you act. Your whole mobilization 
then becomes a wild chase of a dog after his own tail. You then have to chase the 
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disruptions caused by the Government’s failure to act in time in a frantic effor 
to recover the equilibrium which should never have been lost. 

The choice, in short, is between acting before serious harm is done and waiting 
until you are deep in trouble before atting. One course locks the stable doo; 
promptly. The other deliberately keeps the stable door open until the horse i, 
stolen. 

To wait and fiddle is wrong morally as well as economically. When you inyok 
an across-the-economy ceiling at the outset of the emergency, your mobilizatio; 
is set up on a sound moral base. Your very first action obviously treats all seg- 
ments of the economy alike. None can claim that special favoritism is beiny 
shown to business or to labor or to agriculture or to any special interest. 

In contrast, under the wait-and-fiddle approach, you begin your mobilizatig 
by destroying your moral base. In letting the economy get out of hand befor 
acting, you unavoidably permit some groups special advantage over others. Hae! 
segment of the economy is given a grievance with which to justify its own ip. 
flationary demands. 

The overall ceiling, being based upon the economic relationships that prevail 
before the emergency, enables you to establish the principle that none shall profi 
teer from the emergency. If you allow that balance to be disrupted, you los 
the moral ground for enforcing this principle. You are left with no standard by 
expediency with which to resist the clamorous demands of pressure groups 

In brief, the policy of wait and fiddle has the effect of inviting every group | 
exploit the national peril for its own selfish advantage. 

If the Congress fails to enact an adequate standby mobilization law, whether 
you realize it or not, you will be putting a premium on selfishness. It is virtual 
impossible to invoke an overall ceiling properly, unless the power to act is o1 
statute books and at least the skeleton of the administering agency is in pla 
before the emergency. Without this, the delay that will ensue makes it virtual! 
certain that action will not come until the inflationary race is already underwa 
and your whole mobilization under heavy handicap. 


PROMPT ACTION BY FEDERAL GOVERNMENT ESSENTIAL 


The President in his state of the Union message stated that we ar 
“living in an international situation that is neither an emergency 
demanding full mobilization, nor is it peace.’’ Director Flemming o! 
the Office of Defense Mobilization in recognition of this testified that 

We do believe, however, that the Federal Government must keep itself ir 
position where it could act promptly and effectively if an emergency situati 
should develop. 

In other words, whether we have standby freeze authority, or not, a major 
responsibility rests with the executive branch to develop on a cooperative basis 
with the legislative branch the kind of plans that, when put into effect, will dea 
adequately and promptly with an emergency situation should one arise. 


BRIEF SUMMARY OF BILL 

Section 1. Title 

Defense Production and Temporary Controls Act of 1953. 
Section 2. Declaration of policy 

America must be in position to meet threats from abroad on tl 
economic front. In the event of a grave national emergency (li 
Executive must have power to impose a swift freeze on price, wag’ 
and residential rent controls for a temporary period until Congress 
can act. 


Section 3. Allocations and priorities 

Section 101 (a) of the Defense Production Act concerning allocation 
and priority authority was amended to remove prohibition against 
livestock slaughtering quotas and limitations on United States par 
ticipation in International Materials Conference. 
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effort section 101 (b) of the Defense Production Act, as written in the 

wii restricts the power of the President to allocate materials for gen- 

‘ao { distribution in the civilian market to cases where he finds (1) that 

re js + is a searce and critical material essential to national defense, or 
that national-defense requirements for the material cannot be met 

nvOR without creating significant dislocation of distribution in the civilian 
rket to a ‘degree creating appreciable hardship. 


tion 4. Import controls 
\uthority to control imports of fats and oils and dairy products 


repealed. 
\etion 6. V-loans 

Section 301 (a) of the Defense Production Act was amended to allow 
\-loans to be made in connection with termination of Government 
contracts; and declared that no small-business concern shall be denied 
a V-loan merely because an alternative source of supply exists for the 
tem to be procured on Government contract. 

Section 6, Long-term contracts 

The term for long-term Government contracts for scarce materials 
is extended by 1 year from 1962 to 1963. 

Section 7. Transfe r lo stock pile 

Section 303 of the Defense Production Act is amended to provide 
that any materials acquired by the Government under long-term 
contracts which are ta excess to programs under the act shall be 
transferred to the national stockpile. Stockpile appropriations 
are not charged for the cost of acquisition of such materials. The 
Treasury is directed to cancel notes of Defense Materials Procure- 
ment Administration equal in amount to the cost of acquisition of 
materials so transferred to stockpile. ‘The borrowing power from the 
Treasury under section 304 of the Defense Production Act is there- 
upon reduced by the amount of the acquisition cost of materials so 
transferred to stockpile. 

Section 8. Credit controls 

Title VI of the Defense Production Act is rewritten. 

Section 601 of that act, as rewritten, authorizes the Federal Reserve 
Board to impose and remove consumer credit controls governing 
downpayment and length of time for payment of the sale of durable 
voods. 

Section 602 to section 604 of the act were amended to permit the 
President to authorize controls on real-estate construction credit for 
construction begun after the date the President issues any regulation 
imposing such real-estate credit controls. It should be noted that 
this applies only to new construction after that date. 

Section 9. Civilian market allocations 

Section 701 (c) of the Defense Production Act is amended to say 
that whenever the President allocates materials in the civilian market 
he shall try to do so on the basis of giving (1) a fair share to business 
based on the share business receives under normal conditions in a free 
competitive market following June 30, 1953, with regard being given, 
after allocations are imposed in the civilian market, to periodic changes 
in current competitive position, the needs of new concerns and newly 
acquired operations of existing concerns, for materials not under 


S. Rept. 138, 83-1- 2 
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control on June 30, 1953; and (2) a fair share based on the amount 
received by business during a representative period before June 24 
1950, adjusted to reflect changes in competitive position, needs of 
new concerns and newly acquired operations since that date, in the 
case of materials still under control on June 30, 1953. 


Section 10. Definition of national defense 

National defense is redefined to remove the specific reference to 
the Mutual Defense Assistance Act of 1949, as amended, and substi. 
tutes for that a reference to the foreign economic or military assistance 
programs. 


Section 11 (a). Definition of small business 

The definition of a small-business concern in section 714 (a) (1) of 
the Defense Production Act is amended to expressly include producers 
of strategic minerals and metals whose businesses are independently 
owned and operated and are not dominant in their field of operation 


Section 11 (b). SDPA 


The life of the Small Defense Plants Administration is extended 
from June 30, 1953, to June 30, 1955. 


Section 12. Allocation to small plants 


Section 714 (f) (3) of the Defense Production Act is amended to 
require that whenever the President allocates materials in the civilian 
market a fair percentage thereof shall go to small plants unable to 
obtain them from usual sources. 


Section 13. Deletion 

Section 714 (f) (4) of the Defense Production Act is repealed because 
it was practically a repetition of section 701 (c) of the act which has 
been continued. The only differences appearing in section 714 (f) (4 
referred to the needs of new concerns during a period of allocation 
That provision has been incorporated in section 701 (c) as extended 
Section 14. Termination dates 

This amends section 717 of the Defense Production Act covering 
termination dates. Titles I (priorities and allocations), III (financial 
aids), VI (consumer credit and real-estate construction credit con- 
trols), VII (Small Defense Plants Administration, voluntary agree- 
ments exempt from antitrust procedures, and general housekeeping 
provisions), and VIII (90-day freeze) will terminate June 30, 1955, o1 
not more than 90 days thereafter if that extra time is needed to give 
effect to a 90-day freeze invoked shortly before June 30, 1955. 

Title II (requisition and condemnation) of the Defense Production 
Act is allowed to lapse June 30, 1953. 

Titles IV and V (price and wage controls) are allowed to lapse 
April 30, 1953. 


Section 15. Termination of V-loans 

This allows the continuation of V-loans granted, including those 
for reconversion for civilian production, even after expiration of the 
Defense Production Act. 


Section 16. 90-day freeze 


This adds a new title VIII to the Defense Production Act pro- 
viding for a 90-day freeze on prices, wages, and residential rents when- 
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ever the President finds a grave national emergency exists and that 
the use of such freeze is necessary for national security and economic 
stabilitv. The base date for the freeze is (1) the level prevailing on the 
business day before the freeze, or (2) those prevailing on any of the 
preceding 30 days which in the judgment of the President are generally 
representative, or (3) if none prevailed during the 30-day period then 
those prevailing on the nearest date on which in the President’s judg- 
ment they are generally representative. The freeze ends 90 days 
after issuance or earlier if Congress so provides by law or concurrent 
resolution. The freeze may be used only once. The President is 
authorized to provide exemptions from the freeze and suspensions or 
adjustments of ceilings where necessary for national defense or where 
ceilings would be impracticable or unnecessary. 

The President may issue orders controlling evictions. It is made 
unlawful to violate any regulation or order under the title and allows 
the President to impose administrative sanctions for violations, such 
as denial of tax benefits. A criminal penalty of $10,000 or 1 year 
imprisonment, or both, is set for willful violation. ‘Title VIII is made 
effective May 1, 1953. 

Section 17. Veterans’ preference 

This continues veterans’ preferences for purchase and rental of 
housing built since June 30, 1947, as provided in section 4 of the Hous- 
ing and Rent Act of 1947 (Federal rent-control law), It also extends 
these benefits to veterans of the Korean war. 


Section 18. Rent-control extension 


This amends the Federal Rent Control Act as follows: Rent controls 
in other than critical areas which are under control on April 30, 1953, 
are continued until September 30, 1953. These are the areas where 
by local option Federal rent controls were extended last September 
30 until April 30, 1953. In areas now or hereafter declared critical 
defense housing areas Federal rent controls continue until April 30, 
1954, but by September 30, 1953, all critical areas must be reviewed to 
see whether they meet the new criteria for critical areas set forth in 
this bill. These new criteria allow an area to be declared a critical 
defense housing area only if there has been a new or reactivated mili- 
tary, Atomic Energy Commission or Government installation, with a 
resulting inflow of workers or military personnel, accompanied by a 
substantial shortage of housing for such people. Under the law as it 
exists now, before this new bill becomes law, an area could also be 
declared a critical defense housing area it a new defense plant was 
installed or reactivated resulting in an inflow of workers for whom a 
substantial shortage of housing existed. 

Federal rent controls can be terminated by proclamation of the 
President or by concurrent resolution of the Congress at any time 
before April 30, 1954. (The provisions of sec. 204 (j) of the Housing 
and Rent Act of 1947, as amended, allowing States, cities, towns, and 
villages to remove themselves from Federal rent controls at any time 
are continued. An earlier version of the bill had proposed to remove 
these local-option features.) 


Section 19 (a). Base date, local-option areas 


In areas other than critical areas which came under Federal rent 
control by local option which remain under Federal rent control the 
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base date for computing rent ceilings has been changed from May 
June 1950 levels to March 1—April 1, 1953, levels (this will really affec 
only houses built before February 1, 1947, which are now rented for 
the first time, because housing completed after that date is not sub- 
ject to rent controls in other than critical areas). 
Section 19 (b). Base date, critical areas 

A similar change was made in the base date in computing rent ceil- 
ings in critical defense-housing areas (in critical areas all housing ac- 
commodations whenever built are subject to Federal rent control). 


Section 20. Definition of critical defense areas 
This section redefines critical defense housing areas. 


Section 21. Rent ceiling increase 

Section 204 (0) of the Housing and Rent Act grants an automatic 
increase in ceilings to an amount equal to 130 percent over the rent 
ceiling in effect on June 30, 1947, or if no ceiling was then in effect 
130 percent over the ceiling then in effect for comparable housing 
The present section 204 (0) already allows an increase to 120 percent 
of the rent ceiling in effect on June 30, 1947. 
Section 22. Protest and appeal 

This preserves the right of an aggrieved party to protest regula- 
tions or orders issued on Federal rent controls and to appeal from an 
unsatisfactory decision to the Emergency Court of Appeals. 


Section 23. Administration 


This allows the President to administer Federal rent controls 
through any Government agency he may designate. 


THE HEARINGS 


Your committee had before it two bills, 8S. 753 providing for th 
continuation of certain sections of the Defense Production Act and a 
comprehensive standby control authority with a small standby con- 
trol organization, and S. 1081 providing for a 90-day price, wage, and 
rent freeze authority. It also had under consideration the President's 
request for the extension of and amendments to the Defense Produe- 
tion Act. It had the benefit of 4 weeks of testimony from 110 repre- 
sentatives of industry and business, labor, agriculture, the consumer 
and the Government. In addition, vour committee had the benefit of 
the views and statements of 143 individuals, organizations, and gov- 
ernmental agencies. 

For the most part the testimony, aside from that on the extension 
of rent control which was considered separately, centered itself on the 
more controversial aspects of the various proposals, namely, a standby 
price, wage, and rent authority with a small standby organization, 
and the 90-day price, wage, and rent freeze authority. 

The representatives of industry, business, and agriculture almost 
unanimously opposed the S. 753 approach. Similarly, but with some 
notable exceptions, opposition was expressed by these same groups to 
the 90-day-freeze approach in S. 1081. Labor, public, and consumer 
groups urged action along one approach or the other with some varia- 
tions, but emphasized the need for some protection against the 
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impact of inflationary forces when an emergency strikes. The admin- 
istration testified that while it might require price, wage, and rent 
eontrol authority if an emergency struck, it opposed the provisions 


753, and preferred the 90-day-freeze authority if Congress 
didn’t believe it could enact a control bill promptly. 


ms 


PRINCIPAL ARGUMENTS AGAINST CONTROLS 


The principal argument against the standby price, wage, and rent 
authority and the freeze of prices, wages, and rents was that price 
and wage controls could not and did not work, or to the extent they 
did work they affected adversely the operation of the economy 
Another important argument made against the existence of such 
nuthority to control prices, wages, and rents was that it would afford 
a constant temptation to invoke it, and it might be invoked when it 
Wasp t really needed. The vers existence of the authority to freeze 
prices, waces, and rents, these witnesses maintained, would serve as 
an incentive for businessmen to keep their prices and rents high and 
workers to get the highest wages possible, lest they be caught with 
their prices, rents, and wages down. when the freeze authority was 
invoked. If the law of supply and demand afforded ‘the best means 
of operating our economy in times of peace, then why, these witnesses 
in effect asked, should it pot be just as effective and just as useful in 
time of war? 


PRINCIPAL ARGUMENTS FOR ACTION NOW 


Efhectiveness of price controls 

Your committee realizes, as does anyone who has ever studied the 
workings of our economy, the complexity and difficulty of the problem 
of price, wage, and rent control, and is aware that in a few paragraphs, 
or even in volumes, it would be difficult to convince those who argued 
that controls never did nor never could work, or that, if they did work, 
thev affected adversely the operation of the economy. Your com- 
mittee would like to point out that as soon as price and wage controls 
were put into effect during the present Korean conflict and before that 
in World War II, prices abruptly halted their upward spiral and 
leveled out. Moreover, your committee found that under price 
control and sharp dispersions of price movements (as reflected in the 
Consumers’ Price Index, the Wholesale Price Index, and the Spot 
Market Price Index) that took place after Korea were corrected by 
converging movements subsequent to invoking of controls, and that 
price relationships in the last part of 1952 were far healthier and 
more normal than they were a vear earlier when the price stabilization 
authority of the Defense Production Act was first used 
Production not decreased 


In view of the tremendous increases in all the indexes of production 
and the visible evidence of that growth during the Korean war and 
World War II, it is hard to believe that price and wage controls have 
the adverse effect on the operation of our economy that the price- 
control opponents attribute to them. Examples, no doubt, can be 
cited, but they would appear to be the exception rather than the rule. 
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Confidence in administration 

The fear that the existence of authority to freeze prices, wages, and 
rents would offer a temptation to the administration to use it cannot 
be successfully maintained. It is significant that those who would be 
given this authority have already terminated controls which they 
could have used. Furthermore, it is asking for less authority than 
your committee is recommending. For one seriously to fear the 
irresponsible and haphazard use of such authority on the part of 
the present administration indicates a lack of confidence in its 
responsibility. 
Existence of freeze authority not inflationary 

To argue that the existence of the authority to freeze prices and 
wages would serve to keep prices and wages high lest the authority 
be invoked is to argue without relation to reality. Businessmen 
normally attempt to get the best price they can for their goods or 
services and wage earners the highest wages. But competition and 
the market always have to be considered, and no businessman would 
compete or wage earner get or hold a job, if he asked for any length 
of time more than the market allowed. Businessmen would go 
bankrupt and workers would go hungry while they awaited the freeze, 

But, to be practical, when could a freeze be invoked? It could be 
invoked in time of a grave national emergency, and it is the existence 
or anticipation of such a grave national emergency that causes prices 
and wages to go up, not the authority to freeze. As a matter of fact, 
the assurance that the authority to freeze prices and wages would 


give to the consumer, the businessman, and the wage earner would 
act as a deterrent to price and wage increases. The fear that prices 
and wages will be allowed to get out of hand is the main reason why 
the vicious cycle of overbuying, hoarding, stocking up on inventories, 
higher wages, and higher prices accelerates as it does. Confidence 
would replace fear; and knowledge, irresponsible prognostications 


Supply and demand do not work in emergency 

In answer to the argument of those who ask “if supply and demand 
are so effective in peacetime, why not use them in time of war?” your 
committee takes the view that in peacetime naturally, supply and 
demand regulate the market place. But in wartime the situation is 
entirely different—the supply of civilian goods is greatly diminished 
and income is greatly increased. And when a war breaks out or is 
about to break out all this is anticipated by businessmen and con- 
sumers. Both tend to hoard and attempt to buy all the goods upon 
which they can afford to lay their hands. The law of supply and 
demand is a fairly effective mechanism, but it needs time for adjust- 
ments and in war that is one thing sadly lacking. 


Prompt action difficult during emergency 

Some of the witnesses opposing price, wage, and rent control testi- 
fied that under no circumstance, even in an all-out war, could they 
conceive that the control of prices, wages, and rents would be of any 
value. However, most of the witnesses who testified against the use of 
controls conceded that, in the event of a major national emergency, & 
freeze of prices, wages, and rents might be required. But, they stated, 
it would depend on the situation and circumstances existing at the 
time. Furthermore, they reasoned, if such an emergency occurred, 
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the Congress could pass a resolution within a few days freezing all 
prices, wages, and rents. 

While your committee does not, for one moment, doubt the sincerity 
and patriotism of these witnesses it is inconceivable that some of these 
same people would not request and expect hearings to be held on such 
resolution. _No doubt, Congress which is ¢ omposed of some Members 
who share the same view on economic controls would also insist on a 
full and careful consideration and debate of such a measure. 

The representatives of the administration, as noted previously, 
also expressed the hope that Congress would act promptly if, in its 
judgment, such freeze authority became necessary. Your committee 
wishes it could share the hope that Congress would act as promptly 
as it would appear to some it should act. But long and expert 
experience with our legislative machinery and with legislation relating 
to price, wage, and rent controls, in partic ular, convinces us that 
such a hope of prompt action by the Congress on a measure that 
affects so vitally every industry, every worker, and every consumer 
in the country would prove to be a forlorn hope. 


Experiences of delay during World War IT and Korea 


At the time of World War II, although our allies already were in a 
total war and although it was generally agreed that it was only 
a matter of time before we would also be involved, the National 
Defense Advisory Board spent the first half of 1941 attempting to draft 
price control legislation, and finally a bill was introduced on August 1, 
1941. It took 6 months before the bill became law on January 30, 
1942. And the General Maximum Price Regulations were not issued 
until 3 months later, on April 28, 1942. 

In the meantime prices moved sharply upward. By February 1942 
the Consumers’ Price Index had increased by 12 percent over January 
1941 and by 6 percent from the time the bill was introduced in August 
1941. Wholesale prices had increased by 20 percent and 7 percent 
over the same periods. Wage rates were keeping pace with these 
increases, and the take-home pay of industrial workers was increasing 
much more rapidly. 

The North Koreans crossed the 38th parallel on June 24, 1950. It 
was almost a month later, on July 19, 1950, that the Defense Produc- 
tion Act was introduced. Congress acted as expeditiously as possible, 
as many Members of the 8ist Congress will recall, yet it was Sep- 
tember 8, 1950, before the bill became law. The General Ceiling 
Price Regulation was not issued until almost 5 months later on Jan- 
uary 26, 1951. In the meantime the price-wage spiral accelerated 
upward. The import spot-market index stood at 101.5 on June 23 
and rose to 130.9 by September 8, when the act became law, and 
increased to 159.5 by January 26, 1951. The domestic spot-market 
index moved a little less violently being at 100.8 on June 23, 1950, 
119.1 on September 8, and 135.7 on January 26, 1951. Wholesale 
prices moved from 100 on June 27, 1950, to 107.5 on September 12, 
right after the act was signed, and to 115 immediately following the 
freeze on January 30, 1951. The Consumers’ Price Index reflected 
the same trends, moving from 100 in June 1950 to 102.6 in September 
and to 106.6 in January 1951. The average hourly earnings kept 
pace with Consumers’ Price Index increasing from 100 in June 1950 
to 101.8 in September and 107 in January 1951. 
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The cost of inflation ducing fiseal vear 1951 to the Departmen: 
Defense alone was estimated at $7 billion. The consumers of th, 
country bad to pay an estimated $18 to $20 billion more for the woods 
and services they bought because of the price increases which took 
place between the outbreak of hostilities in Korea and the date of th, 
issuance of the General Ceiling Price Regulation, on Januray 26, 195) 

It is obvious from these experiences and these facts that Concress 
cannot be expected to act rapidly enough to prevent the inflationary 
forces from being unleashed on the economy with all their disraptiy, 
and ramifying eftects. . 
Controls required at beginning of emerge ney 

During the period from the inception of an emergency to the time a 
control law is enacted the very evil which such a law is designed 
control makes its greatest headway. People become panicky and. i 
an eflort to avoid the higher prices which they expect, rush out an 
clean off the shelves, and hoard for anticipated needs. Savings ary 
converted into goods and the stream of spending expands in 
accelerated and explosive fashion. 

Business does likewise. [It expands greatly its buying, accumulat 
excessive inventories and sells goods at higher and bigher prices. T)y 
price mechanism almost ceases to function for consumers and business 
men alike. Prices become a secondary consideration and the intl 
tionary spiral is already viciously destroying our purchasing power 
and increasing the cost of our defense production and our cost o 
government. 

Other evil effects of inflation 

More important than the cost aspects are the human sufferings 
which are unnecessarily created, and the strain and the stresses which 
are placed upon our economic system. All sorts of dislocations, in- 
equities, disequilibriums, frictions, and disruptions are created in ou 
personal lives and in our productive system which takes years to 
rectify, and which in many cases are never corrected. Most LMNpo! 
tant it delays and hinders our chief objective at such times—organiz- 
ing and increasing our production potential for our national defens 


al 


Assurance of stability reduces inflationary pressures 


Your committee is agreed that the most important function pric: 
wage, and rent control can perform is to give assurance to the con- 
sumers that prices will remain relatively stable. Once the freeze took 
effect in January 1951, the average citizen seemed satisfied that prices 
were not going up very much any longer, and immediately the enor- 
mous pressure on consumer durables began to drop off. With th 
outlook for prices fairly stable, the average consumer purchased onl) 
what he needed, and again he began to save rather than spend his 
savings. It is this psychological effect that price control has on thy 
consumer that causes him to save rather than spend. It reduces the 
flow of income into consumer-goods industries and relieves the mar- 
ginal pressures on prices for these goods. The savings, thus created, 
serve as a source of investment capital for defense industries make 
price controls an effective instrument of economic stability in periods 
of emergency. 

The existence of the authority to freeze price, wage, and rents 
should cause businessmen to have that same sense of assurance tliat 
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prices will not be allowed to spiral upward. As a result, they are 
not as likely to rush out with the first sign of an emergency in panic 
to stock up excessive inventories. Thus prices will tend to remain 
more stable and the very need for invoking a control program might 
be avoided by the confidence it would engender. If controls finally 
had to be invoked, fear of price increases could be considerably 
lessened and so, too, would the problem of controlling such prices. 
We prepare otherwise for war 

Your committee feels constrained to point out that, while we are 
not a militaristic nation, yet we prepare for war. We are not a 
nation of soldiers, yet we have a selective service and a military 
reserve system in peacetime. The fact that we do prepare for war 
and have such a system ready to operate effectively and efficiently 
to help mobilize our military might is an important reason why we 
have been able to do that part of our job with relative smoothness, 
speed, and with a minimum amount of dislocation. There is no 
question, if we were similarly prepared for economic mobilization, we 
could be able to do that part of our job more efficiently, effectively, 
and with considerably less dislocation. 


Freeze can restrain inflation 

Your committee is convinced that the American people want an 
effective mobilization program as a means of preventing war, or if 
necessary in fighting a war. To be effective a mobilization program 
must include plans to prevent inflation and promote a productive and 
stableeconomy. It is your committee’s judgment that a price-, wage-, 
and rent-control program in the event of a grave national emergency 


can serve as an important instrument, if administered propecly, of 
restraining inflation. If such authority did not exist the President 
would probably, as his representatives have suggested, request it, 
and Congress would authorize it. But since your committee is con- 
vinced that, if we wait until the emergency strikes, it is already too 
late, it earnestly recommends that the freeze authority be enacted 
now as a key means of mobilizing our might so that freedom may 
survive: 


OTHER MEANS OF PREVENTING AND CONTROLLING INFLATION 


Your committee has discussed the problem of the price, wage, rent 
freeze, and the related questions rather fully, because they are con- 
troversial and have received so much attention. But your committee 
wishes to emphasize that by no means does it believe that it is the 
only or the most effective means of preventing inflation and facilitating 
a productive and stable economy during an emergency period. Rather 
it is the view of your committee that the most effective means of 
accomplishing this is by increasing our production. This can be 
encouraged in numerous and diverse ways, some of which are con- 
tained in provisions of this bill, discussed below. 

Your committee strongly believes that the so-called indirect con- 
trols can be extremely useful in preventing inflation and promoting 
economic stability if properly timed and adequately imposed. Sec- 
tion 8 of this bill authorizing standby credit control is one means of 
accomplishing this. It is also the wish and intent of your committee 
that the Federal Reserve Board use its other powers to the fullest 
extent possible to prevent inflation and promote economic stability. 

8. Rept. 138, 88-13 
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It likewise urges the other agencies of the Government, to the extent 
that they can use their authority to do so, to promote the objectives 
and purposes of this bill. 

Taxation and the spending programs of most of the Government 
agencies are outside the jurisdiction of your committee, but it recom. 
mends that all the committees of the Congress consider the various 
programs and functions of the agencies that come within their juris- 
diction in the light of their inflationary or stabilizing effects in the 
event this Nation is confronted in the future by a grave national 
emergency. ‘Taxation policies received repeated emphasis by various 
witnesses as an important means of controlling and preventing ip- 
flation, in the event of a grave national emergency. Your committee 
recommends that the proper committees in both Houses give serious 
study to taxation policies and legislation now that might help us 
stabilize our economy if the Nation is ever again confronted by such 
an emergency. , 

ORGANIZATION 


The transfer of the Defense Production Administration to the 
Office of Defense Mobilization and designating the Director of Defense 
Mobilization as the Economic Stabilization Administrator were, your 
committee believes, moves to promote efficiency and economy. ‘The 
continuation of the Office of Defense Mobilization will go a long way 
in providing the leadership so necessary in our mobilization effort 
and in the effective administratioa of the provisions of this bill. The 
existence of this agency will satisfy the fear that many members of 
your committee have that, come another grave national emergency, 
even with the standby freeze authority on the statute book, we would 
once again be inadequately prepared to cope with the numerous 
problems arising therefrom, and also would be unprepared effectively 
to administer the freeze authority. 

Defense Mobilization Director Flemming agreed with the view of 
many members of your committee as to the importance of the Govern- 
ment keeping itself in a position where it could act promptly and effec- 
tively, if an emergency situation should develop and the necessity of 
having a small staff constantly studying the whole problem and pre- 
paring plans for meeting it. 

Members of your committee have stated and have frequently 
reiterated the importance of profiting by our past experience and 
doing something about it now. Your committee, therefore, quotes 
with its approval Director Flemming’s testimony on the need for 
proper preparation for action in the event of an emergency, and the 
type of work with which a planning staff should occupy itself. 

If we are to avoid mistakes and delays of the past, we must develop plans before 
we are in an emergency. Although we all hope that we may never have to put 
these plans into operation we must not fail to have them ready. 

In the stabilization field (as in war production, manpower, and civil defense) a 
planning group must be set up. It should not be a large staff. It should operate 
under deadline dates. When these dates are met only a very few people will be 
needed to keep the plans current. 

The planning staff should inelude people with experience in living under controls 
and part of the emphasis of the staff should be on developing less burdensome and 
more effective controls. 

The staff should prepare operating plans, including legislation, for price, wage, 
and rent controls and consumer rationing. It should chart the organization neces- 
sary to carry out these programs and prepare a panel to staff this organization. 


It should give major consideration to indirect control methods in order to minimize 
the use of direct controls. 
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it is the desire of your committee that the agency will advise and 
consult with groups representative of industry and business, agri- 
culture, labor, the consumer, and other governmental agencies. It 
should also review past control regulations with a view to developing 
better and more realistic ones, if the need ever arises for their use 
during some future emergency. 

The failure properly to organize the administration of the control 
program in the beginning and the constant reshuffling, rearrangement, 
and reorganization of responsibility and direction caused considerable 
irritation both to the public and the Congress. Unnecessary difficul- 
ties were created, for example, when the Salary Stabilization Board 
was originally included under the Wage Stabilization Board. The 
problem of administering the compensation of labor was very different 
from that of administering the compensation of management, and 
the latter did not lend itself to being administered by a tripartite 
board. Advance planning and study would have prevented and will 
prevent, if an emergency occurs, many such problems from arising. 

Your committee, as Director Flemming requested, will be happy to 
work cooperatively with the Office of Defense Mobilization in the 
development of plans and are confident that the Joint Committee on 
Defense Production will likewise wish to cooperate. 


PRIORITIES AND ALLOCATIONS 


Pp. 10 and 11 of bill—Amends title I of Defense Production Act) 


PRIORITIES AND ALLOCATIONS 


Section 3: All witnesses who appeared before your committee were 
unanimous in the opinion that priority and allocation authority to 
channel materials to the defense and atomic energy needs of the 
Nation must be continued. ‘There is universal recognition of the 
necessity for giving priority to the production of weapons for the 
national defense. President Eisenhower recognizes this fact and in 
his state of the Union message said: 

I believe also that material and product controls should be ended, except with 
respect to defense priority and scarce and critical items essential to our defense. 
[ shall recommend to the Congress that legislation be enacted to continue authority 
for such remaining controls of this type as will be necessary after the expiration 
of the existing statute on June 30, 1953. 

The administration while recommending the continuation of 
priorities and allocations for defense activities testified that the sub- 
stantial expansion in the Nation’s capacity for the production of 
goods and services since Korea has brought supply and demand in 
most areas of the economy substantially into balance. ‘This has 
made it possible to discontinue the general distribution of materials 
throughout the civilian economy except for a few scarce and critical 
items essential to defense. Accordingly, the administration recom- 
mended that the statute ought not to require distribution in the 
civilian economy but, on the contrary, should express the intent that 
such distribution be resorted to only in special cases. Assurance 
thus is afforded business that goods and materials will flow in the 
normal course of trade except in the case of exceptional and unusual 
circumstances. 

To accomplish this objective subsection 101 (b), which reads as 
follows, is added to the bill: 
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The powers granted in this section shall not be used to control the genera! 
distribution of any material in the civilian market unless the President finds (| 
that such material is a scarce and critical material essential to the national defens 
or (2) that the requirements of national defense for such material cannot other. 
wise be met without creating a significant dislocation of the normal distribiitio; 
of such material in the civilian market to such a degree as to create appreciable 
hardship. 

In the bill as now written the President is given full power to requir 
allocations of any material to defense activities, and also to require 
that defense requirements be given priority. He may also contro! 
the general distribution of any material in the civilian market bi 
only to the limited extent that is permitted by the criteria set up in 
the new subsection 101 (b). 

In the administration’s recommendation for this new subsection 
there were the words “major’’ dislocation and “general” hardship 
The committee is of the opinion that there could be dislocations in the 
normal market which might not be “major” and there could be hard- 
ship cases in which the extent might not be “general.’’ The result 
might be that business, particularly small business, would be affected 
to a tremendous extent. Yet the President would be powerless under 
that language to allocate in the civilian market in order to give them 
relief. Therefore, the word “significant” is substituted for “major” 
and “appreciable” is substituted for the word “general.” 

Your committee does not intend by the language of subsection 10) 
(b) to indicate disapproval or limitation in any manner of the authorit) 
of the Department of Commerce to issue orders which prohibit ships 
documented under the laws of the United States or aircraft registered 
under the laws of the United States to go to any Chinese Communist 
port or any other place under the control of the Communists. On the 
contrary the committee considers the issuance and maintenance 
of these orders beneficial and necessary. 

Sections 701 (c) and 714 (f) (3) of the Defense Production Act of 
1950, as amended, are retained with 701 (c) amended so that its 
language is in conformity with that of subsection 101 (b). Section 
701 (c) provides that if there is control of general distribution of 
material in the civilian market under the criteria set up under sub- 
section 101 (b), such distribution shall be made in such a manner as 
to make available for business, and various segments thereof, a fair 
and equitable supply. 

The administration testified that there was no longer any necessity 
for the requirement that no slaughter quotas be established, nor was 
there any requirement for the language which tended to restrict 
the activities of the United States in the International Materials 
Conference since the administration was relaxing controls and had no 
intention of using the powers which these sections forbade or restricted 
These provisions of section 101 were therefore deleted. 


HOARDING AND ACCUMULATION 
(See. 102 of the Defense Production Act of 1950) 


This section, preventing the accumulation or hoarding of materials 
or supplies beyond reasonable needs, was continued without change. 
It could be used effectively during the 90-day freeze provided for 
by the new title VIII added by this bill to prevent scare buying and 
undue accumulation during the time in which Congress is meeting to 
draft comprehensive control legislation. 
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WILLFUL VIOLATIONS 
(Sec. 103 of the Defense Production Act of 1950) 


This section was continued without change. 


IMPORT CONTROLS 


Section 4: The Department of State and the Department of Agri- 
culture testifying on behalf of the administration strongly recom- 
mended the repeal of section 104 of the act. The American Farm 
Sureau Federation also concurred in this recommendation. These 
witnesses recognized the fact that some safeguards from excessive 
imports are necessary on commodities on which we have price support. 
It was their unanimous opinion, however, that section 22 of the 
Acricultural Adjustment Act provides such protection when and if 
needed. Section 22 of the Agricultural Adjustment Act provides for 
the imposition of import quotas or fees by the President if, on the 
basis of a Tariff Commission investigation, he finds that articles are 
being imported or are practically certain to be imported into the 
United States under such conditions and such quantities as: 

a) To render or tend to render ineffective, or materially interfere 
with, any program undertaken by the Department of Agric arr in 
on ct to any agricultural commodity or product thereof; 

To reduce substantially the amount of any seeaust seis essed 
in “a United States from any agricultural commodity or product 
thereof with respect to which a Department program is being 
undertaken. 

In addition to section 22 there is the escape clause of the Reciprocal 
Trade Agreements Act which sets up procedure whereby the President 
may withdraw any concessions granted under a trade agreement 
whenever, after an investigation by the Tariff Commission, he finds 
it necessary to take action to prevent or remedy serious injury to a 
domestic industry. He may make such adjustments in the rates of 
duty, impose such quotas, and make such other modifications as 
are found and reported by the Commission. 

The Department of Agriculture testified that they are making a 
study to provide procedures to expedite action under section 22 so 
that prompt and effective action will be taken whenever necessary. 
Since your committee completed its hearings on this subject, Secre- 
tary of Agriculture Benson testified be fore the Senate Agriculture 
Committee and in his testimony requested that legislation be enacted 
overhauling section 22 so that the President will be enabled to take 
immediate action, at his own discretion, whenever such domestic 
agricultural products are threatened by imported products. Hear- 
ings before the Tariff Commission are to follow this emergency action 
on the part of the President. This legislation, if passed, will eliminate 
the criticism of section 22 that action under it is too cumbersome and 
slow to take care of an acute situation. 

The administration’s witnesses testified that they would prefer to 
rely on section 22 rather than on section 104 of the Defense Produc- 
tion Act because section 104 is inflexible and as a result is having a 
detrimental effect on our relations with friendly nations. 
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Continuation of section 104 would compel the United States t, 
continue to act inconsistently with agreements previously undertake 
with friendly nations. The continued disregard of these commit- 
ments in the face of well-founded and repeated protests from 19 
countries is seriously undermining efforts to weld confidence in oy 
leadership along — whole front of our foreign policy. 

The prosperity of American agriculture depends on domestic pros- 
perity, but it also depends on the opportunity to ship abroad larg, 
surpluses of particular commodities and, therefore, depends on sound 
economic relationships between the United States and many foreign 
countries. It is not well for the United States to deny free foreign 
countries opportunity to engage in profitable and equitable trade with 
the United States, partic ularly during a time of declining farm prices 
It must be kept in mind that our export of farm commodities e xceeds 
our imports. 

In the light of this testimony your committee, in the bill, repeals 
section 104 of the Defense Production Act. 


EXPANSION OF PropuctivE CAPACITY AND SUPPLY 
(Pp. 11 and 12 of bill amends title III of Defense Production Act 


Title IIL of the Defense Production Act of 1950, as amended, con- 
cerning expansion of productive capacity and supply is extended with 
certain amendments. 

V-LOAN PROGRAM 


Section 5 amends subsection (a) of section 301, dealing with 7 
V-loan program in order to accomplish two purposes, namely, 
authorizing V-loans in connection with the termination of pana 
ment contracts, and (2) removal of alternative sources of supply as a 
criteria for V-loans to small business. 

Under the present law there is doubt that the language is sufficiently 
broad to permit a V-loan after a defense contract has been terminated 
in the interest of the Government, especially if the defense contractor 
did not have a V-loan during the term of the defense contract. Your 
committee recognizes now, as it did when the Defense Production 
Act of 1950 was passed, that it may be just as important for a business 
to obtain a V-loan after termination as it was when it was performing 
a defense contract. A V-loan is made available under this section 
only in the event the contract has been terminated by the Govern- 
ment for its own interest. Frequently, the reconversion problem 
thrust upon a company after the termination of the defense contract 
requires considerable capital. Ultimately, of course, the Govern- 
ment will make a settlement on the contract, but unless a V-loan 
is available prior to settlement by the Government, many businesses 
in the meantime, especially small businesses, have difficulty surviving. 
It is only just and fair that provision be made to alleviate this situa- 
tion so that the transition from defense work to civilian production 
can be accomplished with the least possible hardships or dislocations. 
Your committee feels the original language is sufficient to cover such 
a situation, but in order to “clarify the intent of the Congress, the 
amendment is added to provide specifically that V -loans. may be 
made in connection with or in contemplation of the termination of 
any detense contract, for the convenience of the Government. 
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During the hearings some testimony was presented to indicate that 
some applications by small business for V-loans were being denied on 
the ground that other sources of supply for the material or commodity 
called for under the defense contract were readily available. Your 
committee, therefore, amended the section to make crystal clear the 
intent of Congress that no application by small business for a V-loan 
shall be de ‘nie d solely by reason of alternative sources of ae (See 
also sec. 15, p. 26, this re port.) 


LONG-TERM CONTRACTS 


Section 6: Subsection (a) of section 303 of the Defense Production 
Act of 1950, as amended, relative to purchases and commitments to 
purchase, 1s amended to extend by 1 year, from June 30, 1962, to 
June 30, 1963, the termination date of long-term Government con- 
tracts that may be entered into for purchases of or commitments to 
pure chase metals, minerals, and other mate rials, and for exploration, 
development, and mining of critical and strategic minerals and me tals. 


TRANSFER TO STOCKPILE 


Section 7: Section 303 of the Defense Production Act of 1950, as 
amended, which provides authority for the Government to purchase 
or make contracts to purchase metals, minerals, and other materials, 
and provides for the encouragement of exploration, development, and 
mining of critical and strategic minerals and metals in order to en- 
courage increased production of such materials, is amended by add- 
ing a new subsection. This subsection directs the transfer to the 
national stockpile of materials acquired pursuant to the section when 
such materials are in excess to the needs of the programs under the 
act. The law now is “open” on the matter of disposition of such 
materials acquired under this section. 

Present provisions of the Strategic and Critical Materials Stock- 
pile Act (Public Law 520, 79th Cong.), as amended, prohibit the 
transfer of surplus material to the stockpile when stockpile require- 
ments have been met. When the needs of the industry are fully 
satisfied, the stockpile requirements also might be filled. It then 
would be necessary for the President to create a second ‘‘stockpile” 
to store the surplus materials acquired under the Defense Production 
Act, as amended, unless the national stockpile is made available for 
this purpose or to sell such surplus in the open market. 

Since the national stockpile is equipped to handle the storage of 
such material, it would seem to be practical for the national stockpile 
to absorb the excess rather than to create a second stockpile or require 
that such excess material be sold on the open market. ‘To sell on the 
open market would tend, at least, to depress such market and hence 
tend to destroy the incentive for expanded production which this 
section was intended to accomplish. Moreover, the amendment pro- 
vides that all such transfers be made to the national stockpile without 
charge against or reimbursement from national stockpile appropria- 
tions, except for direct costs that may be incurred in connection with 
handling any such transfers. The transferring agency, Defense Mate- 
rials Procurement Administration, is to be charged with a direct loss 
for the acquisition cost of any materials so transferred. Its notes 
to the Secretary of the Treasury are to be canceled in such an amount. 
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The borrowing power of the Defense Materials Procurement Admin- 
istration under section 304 of the Defense Production Act of 1950, as 
amended, is thereupon reduced in an amount equal to the acquisition 
cost of materials so transferred to the national stockpile. 


ConsuMER CREDIT AND REAL Estate Construction Crepir 
CONTROLS 


(Pp. 12 to 19 of bill—Title VI of the Defense Production Act as amended by the 
bill) 


ORGANIZATION 


Section 8 of the bill restores authority to invoke consumer credit 
and real estate construction credit controls in the manner authorized 
by title VI of the original Defense Production Act of 1950. It vests 
in the Board of Governors of the Federal Reserve System authority 
to invoke and to remove consumer credit controls (most recently 
covered by regulation W issued by the Board of Governors of the 
Federal Reserve System). It differs from the 1950 act in that the 
Board of Governors of the Federal Reserve System, rather than the 
President, is authorized to remove consumer credit controls. Author- 
ity to invoke and remove real estate construction credit controls is 
vested in the President, with the provision that he may act through 
the Board of Governors of the Federal Reserve System, the Federal 
Reserve banks, and any other available and appropriate Federal or 
State agencies. The passage on a standby basis of legislation granting 
flexible emergency power to control consumer credit is in line with 
testimony given your committee by the Chairman of the Board of 
Governors of the Federal Reserve System and a representative of the 
Secretary of the Treasury. The Chairman of the Board noted that 
the Board did not intend to reinstitute consumer credit or real estate 
credit controls under existing conditions even if given authority to 
do so. 

FLEXIBILITY 


In providing the flexible authority recommended by the Board of 
Governors of the Federal Reserve System and by the Treasury De- 
partment, your committee expects the administering agency to make 
considered use of this flexibility, should it become necessary at any 
future time to invoke these controls on credit. Failure to use more 
flexibility in administering these controls in the past led to amendment 
of the statute so as to restrict their use by prescribing certain maximum 
limits for downpayments and minimum limits of time to pay the 
balance of the purchase price. 

Your committee expects that, if needed, these controls will be used 
with moderation to obtain reasonable restraint on credit without 
destroying business in the fields to which they are applied. In their 
use, consideration should be given to the extent to which other controls 
are being exercised to restrain inflation; but the credit controls may 
be invoked, regardless of whether other controls are in use. 


CONSTRUCTION COVERED BY REAL-~ESTATE CREDIT CONTROL 


The only change made in the 1950 statutory version of real-estate 
construction credit control authority is to move forward the date 
determining what constitutes “new construction.” Under the bill, 
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any structure or major addition or improvement not begun before the 

effective date of any regulation issued under the rev ised authority for 
real-estate construction credit control constitutes new construction. 
Only the credit for such new construction is subject to control under 
the revised provisions of section 602 of title VI, 

However, as to any real-estate loan guaranteed or insured by a 
Federal Government agency, section 605 of title VI as revised author- 
izes the President to invoke credit controls without regard to the time 
of construction of the structure to which the loan pertains. Under 
section 605, the President is required to preserve the relative credit 
preferences accorded veterans under existing law. 


INDEPENDENCE 


Your committee wishes to note that the consumer credit and real- 
estate construction credit controls provided by title VI may be in- 
voked when needed even in the absence of use of economic controls 
provided in other titles of the Defense Production Act of 1950, as 


amended. 


INDIRECT CONTROLS HELPFUL 





These are two of the indirect controls useful in containing inflation- 
ary pressures. Your committee wishes to urge the use of indirect 
controls as a means of meeting inflationary threats. In its opinion 
indirect controls are one of the most effective measures for controlling 
inflation when applied wisely and at the proper time. Their effective 
use decreases the time during which the method of direct controls is 
required. 


REASONS FOR CREDIT CONTROLS 





The United States has long since learned that violent fluctuations 
in the economic life of the Nation are not conducive to the general 
welfare. Consumer credit controls and real-estate construction credit 
controls are two tools which can be used to help flatten the peaks and 
valleys in the economic cycle induced by emergencies. It is true 
they are not sufficient by themselves to control inflation, but they aid 
in that control. 

Operating according to the law of supply and demand, these con- 
trols decrease the effective legal demand at a time when other factors, 
such as defense needs, make it impracticable to maintain or increase 
the supply of goods available to meet a constant or increased demand. 
Black markets have proved no serious threat as a means of increasing 
effective illegal demand, because the Government agency administer- 
ing the controls has the power to adjust the controls flexibly and 
swiftly to destroy any black-market development, and also because 
of the adequacy of penalties and administrative sanctions against 
violators. Failure to observe consumer credit control regulations 
may lead to suspension of the license of the offending business to 
continue to extend credit. Moreover the fact that the seller is inter- 
ested in possessing a legally enforceable document to evidence the 
credit transaction is a deterrent against his resorting to black-market 
activities. Credit and sales transactions in the items covered by 

regulations W and X also are comparatively easy to trace. 

By dampening long-term debt commitments of purchasers during 
an inflationary period, consumer credit controls tend to have the 
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effect of deferring prospective purchasers’ credit for use of credit as q 
means of increasing effective demand and encouraging an increase jy 
production when the necessary materials are available. 








HISTORY OF CONSUMER CREDIT CONTROLS 





Consumer credit controls in one form or another were placed in use 
from September 1941 through October 1947, from September 1948 to 
June 1949, and again from September 18, 1950, to May 7, 1952 
From a low of less than $4 billion following the serious depression of 
1932, consumer credit climbed to a high of slightly over $10 billion 
in the fall of 1941. An immediate downtrend followed the imposition 
of regulation W in September 1941. It fell to a low of about $5 
billion in early 1944 and thereafter rose to something over $11 billion 
in the fall of 1947, when regulation W was removed. Thereafter 
consumer credit climbed to just under $15 billion when regulation W 
was reinvoked in the fall of 1948. Again consumer credit dipped while 
the regulation remained in effect and did not reach $15 billion all during 
the period from September 1948 to June 1949. Thereafter it resumed 
a steady rise to about $17 billion at the start of 1950, had its usual 
seasonal dip and then resumed its rise in strength, reaching about 
$19 billion when regulation W was again invoked in September 1950. 
After a rise to $20 billion at the start of 1951, consumer credit receded 
to the $19 billion level during most of 1951 and reached about $21 
billion at the start of 1952. After regulation W was again removed 
in mid-1952, consumer credit increased steadily to more than $23.5 
billion in January 1953. After its usual seasonal decline, it stands at 
$23.5 billion at the end of February 1953. It seems more than coin- 
cidence that during periods when regulation W was in effect, the total 
amount of consumer credit was held in check, but that during periods 
when regulation W has been lifted, the amount of consumer credit 
has increased substantially. Throughout these periods, consumer 
installment credit has followed the same general pattern. 


ABILITY TO TAKE PROMPT ACTION 





Of the components comprising consumer credit, installment credit 
is the most volatile. Prompt action is required to control installment 
credit and real-estate construction credit effectively. The Federal 
Reserve System already has in its kit of indirect controls several types 
which it may use flexibly when deemed necessary. These include 
such matters as member bank reserve requirements, discount and 
rediscount rates, margins on stock exchanges, and open market opera- 
tions. Your committee is of the opinion that during the life of this 
bill, authority to control consumer credit and real-estate construction 
credit should be added to that kit, in order that it may be available 
for immediate use when and if required. 


REASONS FOR REAL-ESTATE CONSTRUCTION CREDIT CONTROL 


Real-estate construction credit control dampens effective demand 
in the same general way as do consumer credit controls, and follows 
the same economic pattern as the latter. Although the number of 
transactions may be smaller, the dollar volume involved is larger than 
in the field of consumer credit. Nonfarm mortgage debt outstanding 
exceeded $83 billion at the end of 1952. Real-estate construction 
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credit volatility is shown by the rapid increase in commitments for 
credit in this field just prior to issuance of regulation X and similar 
eredit restraints. First issued in October 1950, regulation X remained 
in effect until September 16, 1952, when it was suspended because of 
mandatory provisions of the Defense Production Act of 1950, as 
amended. Effective the same date, the Housing and Home Finance 
{gency relaxed downpayment requirements on home loans aided or 
made by the Federal Government. Properly applied, real-estate 
construction credit controls (such as regulation X promulgated by the 
Board of Governors of the Federal Reserve System and the Housing 
and Home Finance Agency) can go far toward conserving materials 
and manpower required for defense needs, as well as holding down the 
increase which could otherwise occur in mortgage debt on new housing 
during an inflationary period. 

From an alltime high of 1.4 million in 1950 housing starts declined 
1.1 million in 1951 and remained at about that level through 1952. 
This represented a 20-percent reduction in such starts during the time 
regulation X and other housing credit restraints were in effect. To 
the extent these controls are made effective, they substitute for the 
more difficult administrative task of rationing construction materials. 


EXCLUSION OF EXISTING CONSTRUCTION 


Your committee did not deem it necessary to include in its grant of 
standby real-estate credit-control authority the power to control credit 
on existing real-estate improvements. Scope of the controls is there- 
fore limited to structures the construction of which is begun after any 
controls are invoked against real-estate construction credit under this 
title as revised. Its reasons for excluding existing construction follow. 

New mortgage debt, in itself, incurred with reference to existing 
housing does not divert any materials or construction manpower from 
defense needs. Liberal credit terms for the purchase of existing 
housing are not readily extended by private lending institutions. 
This fact contributes to control of inflationary tendencies which 
might otherwise develop in this field. Moreover, the proceeds of 
credit on existing housing are usually used to create capital gains for 
the seller of the house which are more apt to be saved than to enter 
the stream of spending. The same is not true of credit extended for 
the construction of new housing. 


FLEXIBILITY IN REAL ESTATE CONSTRUCTION CREDIT 


It is the intent of your committee that, should it become necessary 
to invoke controls on real-estate construction credit, they should be 
administered with flexibility in order to attain the purposes for which 
such controls are granted in this bill. 


GENERAL PROVISIONS 
(Pp. 20 to 23 of bill—Amends title VII of Defense Production Act) 


This title is extended for a period of 2 years with certain amend- 
ments. It contains the general housekeeping provisions that are 
necessary for the operation of the other titles of the act. It also 
contains certain provisions for the benefit of small business. 
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ENCOURAGEMENT OF SMALL BusINEss ENTERPRISES 


Section 9: Subsection (c) of section 701 of the Defense Production 
Act of 1950, as amended, is amended to read as follows: 


Whenever the President invokes the powers given bim in this Act to contro| 
the general distribution of any material in the civilian market, he shall do so iy 
such a manner as to make available, so far as practicable, for business and various 
segments thereof in the normal channel of distribution of such material, a fair 
share of the available civilian supply based, so far as practicable, on the share 
received by such business under normal conditions during a representative period 
following June 30, 1953, and having due regard to periodic changes in the current 
competitive position of established business: Provided, That the limitations and 
restrictions imposed on the production of specific items shall not exclude new 
concerns and newly acquired operations from a fair and reasonable share of total 
authorized production, and shall give due consideration to the needs of new 
concerns and newly acquired operations: Provided further, That if the President 
continues or reimposes controls after June 30, 1953, on the general distributio: 
the civilian market of any materials subject to such controls on June 30, 1953, hi 
shall do so in the manner above provided but on the basis of the share received 
by such business during a representative period preceding June 24, 1950, adjusted 
to reflect, since such date, attained competitive position, the requirements of new 
concerns and newly acquired operations. 


This section is amended so that its language is in conformity with 
the language of the new subsection 101 (b) which is added by this 
bill to title I. The base date for determining the share received by 
business of allocated materials was amended from ‘“‘a representative 
period preceding June 24, 1950,” to “normal conditions during a 
representative period following June 30, 1953.’ The requirement 
that new concerns be given fair consideration in fixing allocations is 
retained in this subsection and there is added a further requirement 
that newly acquired operations should be taken into consideration in 
fixing a fair share of allocated materials. In the change of the base 
date to a representative period following June 30, 1953, it is felt that 
due regard must be given to those few industries which are operating 
with materials that will still be allocated on June 30, 1953, and for an 
unknown period thereafter. Normal conditions in such industries 
would be difficult to determine, using only the period after June 30, 


1953, as a base; therefore, the following provision is added to this 
subsection: 


Provided further, That if the President continues or reimposes controls after 
June 30, 1953, on the general distribution in the civilian market of any materials 
subject to such controls on June 30, 1953, he shall do so in the manner above 
provided but on the basis of the share received by such business during a repre- 
sentative period preceding June 24, 1950, adjusted to reflect, since such date 
attained competitive position, the requirements of new concerns and newly ac- 
quired operations. 


DEFINITIONS 


Section 10: Section 702 (d) of the Defense Production Act of 1950, 
as amended, is amended to read as follows: 

The term ‘‘national defense’? means the operations and activities of the Armed 
Forces, the Atomic Energy Commission, or any other Government department 
or agency directly or indirectly and substantially concerned with the national 
defense, or operations or activities in connection with foreign economie or military 
assistance prograins. 

This amendment is necessitated by the fact that the definition of 
“national defense’”’ as appearing in the act mentioned specifically the 
Mutual Defense Assistance Act of 1949, but no related statutes. 
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Since the original enactment of the Defense Production Act other 


legislation in ‘this field has been enacted, and it is believed that this 
new definition should be inserted to clarify this portion of the 


definition. 


SMALL DEFENSE PLANTS ADMINISTRATION 


Section 11 (a): Subsection (a) of section 714 is amended by adding 
at the end of the definition of a small-business concern the following: 
‘including producers of strategic and critical minerals and metals.” 
Producers of strategic and critical minerals and metals experienced 
difficulty in havi ing themselves certified as small-business concerns. 
This language is ad: led to show the intent that if a producer of stra- 
tegic and critical minerals and metals meets the criteria established 
in this subsection defining ‘small business,’”’ then such producer should 

be certified upon application as a small business. 

(6) Paragraph 4 of subsection (a) of section 714 is amended so that 
the life of the Small Defense Plants Administration was extended 
until June 30, 1955. The Small Defense Plants Administration is an 
independent, unaffiliated Federal agency, which was created by 
Congress to help solve the many proble ms confronting small business 
in a mobilization economy, and to assure effective use of its capacity. 
Our conception of a free enterprise, competitive economy requires that 
small business be an integral, effective, and dynamic part. The 
broadening of our industrial base which is one of the primary purposes 
of the Defense Production Act requires that effective use be made of 
the small businesses of this Nation in our mobilization efforts. 

Small plants need assistance in getting credit, equipment, and 
supplies. It must be given opportunity to share in Government pro- 
curement. Small business needs assistance in overcoming the disad- 
vantages it faces in or ing for defense contracts with large business. 

The Small Defense Plants Administration has handled more than 
100,000 requests for advice and assistance. Upon its recommenda- 
tion the Reconstruction Finance Corporation has granted a total of 
more than $44 million in loans to 347 small firms. In the field of 
procurement, more than $400 million in defense orders bas been set 
aside for small plants. 

The period of most rapid growth of the mobilization program has 
been reached, and we are apparently now at a high plateau of overall 
defense expenditures. Small business must be assisted in rec eiving 
its fair share of military procurement during this period. 

It is the opinion of your committee that the Small Defense Plants 
Administration should be continued during the life of the Defense Pro- 
duction Act. It was brought out during the hearings that certain 
studies are now being made within the executive branch of the Gov- 
ernment which may lead to specific organizational recommendations 
concerning the functions of agencies of the Gove rmment which devote 
consideration to the problems of small business. 'These recommenda- 
tions when received will certainly be given every consideration by the 
Congress and it well may be that legislation will be enacted at a later 
date changing the status of the Small Defense Plants Administration. 
However, until such time as Congress receives the recommendations 
of the administration in this field and considers these recommenda- 
tions, your committee feels that the Small Defense Plants Adminis- 


tration should be continued. 
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Section 12: Paragraph 3 of subsection (f) of section 714, requires 
that, when materials are allocated by law, a fair and equitable per- 
centage thereof shall be allocated to small plants unable to ae the 
necessary materials or supplies from usual sources. It is amended 
by adding after the word “allocated” the words “in the civilian 
market.’’ This amendment is made necessary because of the addition 
of subsection 101 (b) of title I, which restricts the power of the Presi- 
dent to allocate in the civilian market except under unusual circum- 
stances. Without this amendment this subsection would have been 
inconsistent with subsection 101 (b). It would have required alloca- 
tions in the civilian market to small plants whenever there were allo- 
cations to the military even though there was no requirement for 
allocations in the civilian market. 

Section 13: Paragraph 4 of subsection (f) of section 714 is re- 
pealed. This subsection is repealed because it is almost identical to 
and had the same objective as subsection 701 (c) of this act. Section 
701 (c) is amended so that it includes all of the provisions of this 
subsection and, therefore, there is no necessity of retaining this sub- 
section in the language of the act. 


TERMINATION DATES 


Section 14: Subsection (a) of section 717 of the Defense Production 
Act is amended so that titles I, IIT, VI, VII, and VIII of the act are 
extended until the close of June 30, 1955. However, if within a 90- 
day period of June 30, 1955, the Pr -esident exercises his freeze authority 
over prices, wages, and residential rents the authority of these titles 
would continue until the expiration of the 90 days. 

Title II, which contained authority to requisition and condemn, 
and titles [IV and V, which contained the price and wage provisions 
of the Defense Production Act of 1950, as amended, terminate at the 
close of April 30, 1953. 

Section 15: Subsection (c) of section 717 is amended so that V-loans 
may be made to help accomplish orderly liquidation and aid to bor- 
rowers in reconversion to ¢ ivilian production despite termination of the 
act. At the time of reconversion from defense to civilian production, 
borrowers might stand more in need of financial assistance than at any 
other time. It was never intended that the maturity date of a V-loan 
should coincide with the termination date of the act. Of course, no 
V-loans may be made after the termination of the title granting such 


authority, but the maturity date of such loans may extend beyond such 
termination date. 


TEMPORARY EMERGENCY Price, WAGE, AND Rent CEILINGS 


(Pp. 23-26 of bill— 





-New title VIII of Defense Production Act) 







NEW 





APPROACH 


Section 16: This is a new title. It constitutes a new approach to 
the problem of direct controls. 

In the past the traditional legislative approach has been predicated 
solely upon the proposition that, at the moment of legislative con- 
sideration, the economic health of the Nation did or did not require 
Presidential authority to impose controls. If, after careful considera- 
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tion, it’was determined that the international situation and internal 
economy required the imposition of such controls, Executive authority 
was voted. 

Uniformly, it is recognized that the present world situation contains 
the germ of a grave national e mergency. Such emergency could arise 
sudde nly and would necessarily de ‘mand the immediate imposition of 
some form of direct controls. 

Your committee does not believe that we should studiously ignore 
the subject of direct controls until such a national emergency arises. 
Your committee subscribes to the proposition that economic pre- 
paredness is as wise as military preparedness. Moreover, if we 
prepare ourselves adequately now by suitable legislation, we may do 
most to prevent the very situation we fear. 

In the opinion of your committee a standby freeze authority on 
the statute books will have a stabilizing effect on the domestic economy 
generally and a salutary effect on the. purchasing public. 

Your committee believes firmly that direct controls are not now 
needed. It feels just as firmly, however, that this is the ideal time 
for Congress to legislate on the subject of standby controls, free as it 
is from the stress, strain, and tensions of a dislocated economy. 

Spokesmen for the administration testified that if the Congress in 
its wisdom decided to pass a 90-day price, wage, and residential rent 
freeze bill, it would be acceptable to the administration. Request 
was made, however, that any such bill be general in nature and 
flexible. This title satisfies that request. 

During the hearings it was made abundantly clear that the authority 
granted by this title is drastic in character and, if exercised, would be 
far-reaching in its effects. Such authority is not to be he ld lightly 
and is to be used only in the event of a grave national emergency 
which constitutes an imminent threat to our national security and 
economic stability. Your committee has implicit confidence that the 
President will hold this trust inviolate. 


FREEZE 





TO 





AUTHORITY 


Section 801 (a) authorizes and directs the President, whenever he 
finds and declares that a grave national emergency exists, and that 
the exercise of such authority is necessary in the interest of national 
security and economic stability, to establish simultaneously by 
Executive order ceilings for a period not to exceed 90 days on (1) the 
price, rental, commission, margin, rate, fee, charge, or allowance paid 
or received on the sale or delivery, or the ‘purchase or receipt, by or 
to any person, of materials and services, (2) wages, salaries, and other 
compensation paid or received with respect to employment, and 
(3) rents paid or received for the use or occupancy of housing 
accommodations. 

Your committee wishes to emphasize that the condition precedent 
to the exercise of the freeze authority is the finding by the President 
that a grave national emergency exists and that the exercise of such 
authority i is Decessary in the interest of national security and economic 
stability. 

This title makes it mandatory, in the event a freeze order is issued 
by the President, that ceilings be imposed simultaneously across the 
board on all three categories, viz, prices, wages, and residential rents. 
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Your committee believes that in the event a grave national emergency 
arises, necessitating the exercise of the freeze authority, all categories 
must be frozen, since to freeze prices and to exempt wages and resi- 
dential rents or to freeze prices and wages and to exempt residential] 
rents would fail to effectuate the purposes of this title which are to 
prevent the disastrous effects of vicious, spiraling inflation. 

Three criteria are set forth for use in establishing the base date for 
ceilings when the freeze is imposed. Such base date may be: (1) The 
levels prevailing as of the close of the business day prec eding the day 
on which action is taken. It is presumed that the President will 
utilize generally the levels prevailing on the day preceding the freeze. 
However, in the event the President does not consider such levels f: air 
and equitable, an alternate method is provided. (2) The levels pre- 
vailing on any day during the preceding 30 days which in the judgment 
of the President are generally representative. This alternate is pro- 
vided because some prices, wages, and residential rents may be 
distorted, either up or down, on the day before the freeze is invoked. 
If the President should so find, he is authorized under such circum- 
stances to select a date during the preceding 30-day period which he 
considers representative and as being fair and equitable. The date 
selected may vary as to category and as to services or things within a 
given category. (3) If no levels prevailed during the 30-day period, 
the President may select those prevailing on the nearest date on which 
in the judgment of the President they are generally representative 
This alternate is to enable the President to establish representative, 
fair, and equitable ceilings for those commodities, which because of 
their nature or seasonable character were not marketed during the 
preceding 30-day period. 

Provision is made that all ceilings established under the title ter- 
minate 90 days after the issuance of any freeze order, or at such 
earlier time as the Congress may by law or concurrent 


f resolution 
provide. The authority to freeze may be used once only. 










EXEMPTIONS, 





SUSPENSIONS, AND ADJUSTMENTS 

Section 801 (b): The President may provide exemptions from, 
suspensions of, or adjustments to ceilings if he finds (1) such exemption, 
suspension, or adjustment is necessary for national defense, or (2) 
the imposition or maintenance of such ceilings would be impracticable 
or unnecessary to effectuate the purposes of the title. 

The purpose of this subsection is to enable the President to exempt, 
suspend, or adjust ceilings in appropriate cases. However, before 
exercising the authority to exempt, suspend, or adjust ceilings, the 
President must find that such exemption, suspension, or adjustment 
is necessary in the interest of national defense, or that to impose or 
maintain such ceilings is impracticable or unnecessary in the interest 
of national security and economic stability. 

Your committee is aware that it is impractical to freeze some 
categories of our economy. Historically, certain categories such as 
newspapers and other informational media and public utilities regu- 
lated by Federal, State, or local authority have been exempted from 
controls. It was considered to be impractical to write specific exemp- 
tions into this title because it is impossible to foresee the exact condi- 
tions which may exist at the time the 90-day freeze may be imposed. 
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However, wide latitude to exempt, suspend, or adjust is granted to 
the President. 

Your committee listened with great interest to the testimony of 
witnesses whose experience and understanding in the realm of mobili- 
zation, both during World War II and Korea, ‘probably is unparalleled 
in this country. It was their recommendation that a freeze to be 
effective must be absolute and across the board without exemption. 
Your committee concurs with this view, in the main, but not wishing 
to tie the hands of the President, provided the President with the 
flexibility he requested. However, your committee has every con- 
fidence that the President will not use the authority lightly to exempt 
or suspend during the 90 days while the Congress is considering appro- 
priate legislation. 

OTHER PROVISIONS 
Rules and regulations 

Section 802: The President may make such rules, regulations, and 
orders as he deems necessary and appropriate to carry out the pro- 
visions of the title, including orders controlling evictions. 


Violations 

Section 803 (a): It is made unlawful for any person to sell or 
deliver or buy or receive any material or service, or demand or receive 
rents, or for any emplover to pay or any employee to receive com- 
pensation, in contravention of any regulation or order promulgated 
under this title. The President is authorized to impose administra- 
tive sanctions for violations, such as denial of tax benefits. 
Penalties 

Section 803 (b): The criminal penalty for willful violation, upon 
conviction, is a fine of $10,000 or 1-year imprisonment, or both 
Involuntary servitude prohibited 

Section 804: This section is designed to prevent involuntary servi- 
tude by providing that no person shall be required to sell any material 
or service, or to offer any housing accommodations for rent, or to 
perform personal services. 
Definitions 

Section 805: Defines the terms “rent” and “‘housing accommoda- 
tions.”’ 
Effective date 

Section 806: This title becomes effective on May 1, 1953. 


FreperAL Rent ContTrou 
(Pp. 27-30 of bill—Amends Housing and Rent Act of 1947) 


OR RENTAL 





SALE 





VETERANS’ PREFERENCE IN 


Section 17 of the bill continues until April 30, 1954, the veterans’ 
preferences for sale or rental of residential housing presently provided 
by section 4 of the Housing and Rent Act of 1947, as amended. It 
also extends these preferences to all veterans of the Korean conflict 
and their families. Under the provisions of subsection (f) of section 4, 
any parent of a member of the Armed Forces of the United States 
who lost his life in the armed service during the Korean conflict was 
already entitled to the veterans’ preferences provided by section 4. 
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Your committee is of the opinion that while conditions exist which 
justify the continuation of Federal rent controls, sufficient reason also 
exists to safeguard the opportunity for a veteran to obtain Feder! 
statutory aid in obtaining shelter for himself and his family. In man, 
instances, the veteran was in the service of his country when others 
obtained the benefit of residential accommodations having rents 
limited by Federal rent controls. Section 4 merely gives him fir 

chance at renting or purchasing housing accommodations completed 
after June 30, 1947. Except in critical defense housing areas, thes: 
accommodations have been outside the scope of Federal rent control 
since enactment of the Housing and Rent Act of 1947. 





EXTENSION OF WORLD WAR II 





RENT CONTROL 





Section 18 (a) of the bill ends Federal rent control on September 30 
1953, in all except critical defense housing areas. Areas to which 
this September 30, 1953, termination date applies include only thos: 
in which local governing bodies chose last September to continu 
Federal rent controls until April 30, 1953. These include about 4.3 
million dwelling units under Federal rent control of the World War TI 
type. 

DECLARATION OF POLICY 





As enacted in 1947, the Housing and Rent Act contained a declara- 
tion of policy reaffirming the congressional declaration in 1946 “that 
unnecessary or unduly prolonged controls over rents would be incon- 
sistent with the return to a peacetime economy” and stating it to b 
the purpose of the Congress “to terminate at the earliest practicable 
date all Federal restrictions on rents on housing accommodations.’ 
Each year since then, the Congress has continued in effect that 
declaration of policy. Your committee now believes that by Septem- 
ber 30, 1953, the time for decontrol will have arrived in all except 
critical defense housing areas 


ADMINISTRATION 





RECOMMENDATION 


In his state of the Union message, the President said: 
S 


I recommend the continuartce of the authority for Federal control over rents 
in those communities in which serious housing shortages exist. These are chiefly 
the so-called defense areas. In these and all areas, the Federal Government 
should withdraw from the control of rents as soon as practicable. But before 
they are removed entirely, each legislature should have full opportunity to take 
over, within its own State, responsibility for this function. 

This provision accords with the recommendation of the President 
in his state of the Union message, as construed by the Director of the 
Office of Defense Mobilization in testimony given your committee. 
He emphasized that the key sentence in the portion of the President's 
message dealing with Federal rent controls was the one which said 
that in all areas the Federal Government should withdraw from 
the control of rents as soon as practicable. He noted, however, 
that at the same time the President believes that before rent controls 
are removed entirely, each State legislature should have full oppor- 
tunity to take over within its own St ate responsibility for this function 

In ‘adopting the administration’s recommendation on rent-control 
extension, your committee noted the evidence that about 1,400 
communities with some 4,300,000 controlled dwelling units by local 

























action had certified to the existence of housing shortages necessitating 
federal rent control. Your committee’s discussion also emphasized 
the practical difficulty of securing prompt State legislative action in 
view of the under-representation in most State legislatures of the city 
areas suffering the greatest housing shortages. 

Of the 32 States still having areas under World War II Federal rent 
control, however, all but 2 have sessions which convened in January 
1953 and were still in session at the time of delivery of the President’s 
state of the Union message. The remaining 2 States have World War 
I Federal rent controls in only 10 towns and 1 city. Under these 
circumstances, coupled with repeated opportunities that State legis- 
latures have had since enactment of the Housing and Rent Act of 
1947, to decide on State rent control prior to its scheduled expiration, 
your committee believes that a September 30, 1953, expiration date 
will afford the States ample opportunity to take action on State rent 
controls if they wish to do so. 
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EXTENSION OF RENT CONTROL IN CRITICAL AREAS 







Section 18 (a) of the bill provides that Federal rent control may 
continue until April 30, 1954, in areas classified as critical defense 
housing ateas before enactment of this bill, provided they are reviewed 
before September 30, 1953, and found to meet the new criteria set 
forth in the bill for critical defense housing areas. Areas certified as 
critical defense housing areas after the enactment of this bill must 


TI 















lait 
m- meet the new criteria for such areas. Federal rent control may also 
- continue in such areas until April 30, 1954. 
Ne 
oe SCOPE OF EXTENSION 
at 
n- The foregoing sets the limits of areas in which Federal rent control 
Dt can extend beyond April 30, 1953. Such control is not to be imposed 
in any area unless Federal rent control was in effect in such area on 
April 30, 1953, or unless it qualifies as a critical defense housing area 
under the act. 
It is the opinion of your committee that where, as in critical defense 
housing areas, the imbalance in supply of and demand for rental hous- 
ts ing is caused by action of the Federal Government, reason exists for 
y Federal rent controls until the imbalance so caused is corrected by an 
t increase in the supply of rental housing or a decrease in the demand 





for such housing. 






DECONTROL—LOCAL OPTION, PRESIDENT, CONGRESS 






As to any area under Federal rent control, whether a critical defense 
housing area or other than such an area, the local option decontrol 
provisions of section 204 (i) remain in full force and effect. 

Section 18 (b) of the bill assures that Federal rent control in all 
areas may also be terminated by Presidential proclamation or by con- 
current resolution of the Congress, if no emergency requires continu- 
ance of Federal rent control. 











PRESERVATION OF RIGHTS AND LIABILITIES 





Section 18 (c) of the bill preserves, after termination of title IT of 
the Housing and Rent Act of 1947, as amended, the validity of the 
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Federal rent control provisions, regulations, orders, and requirements 
for the purpose of litigation as to rights or liabilities which come into 


being before such termination. 


BASE 





DATE 





LOCAL OPTION 





AREAS 








Section 19 (a) of the bill changes the base dates for computing rent 
ceilings in section 204 (k) of the Housing and Rent Act from May 24 
June 24, 1950, to March 1—April 1, 1953. This change was made 
merely to conform with the decision to make the same change in base 
dates for computing rent ceilings in critical defense housing areas under 
section 204 (1) of the act. Actually the change in subsection (k 
would affect only those areas which chose to come under Federal rent 
controls by the particular local option method set forth in that subsec- 
tion. It is your committee’s understanding that as of the date of this 
report, no areas are in that status, 


BASE DATES—CRITICAL 





AREAS 


Section 19 (b) of the bill is the provision which amends the base 
dates in critical defense housing areas, as above noted. Your com- 
mittee is of the opinion that rent ceilings in critical defense housing 
areas now under Federal rent control should be reexamined and 
brought into line with the new base dates. In continuing the pos- 
sibility of Federal rent controls in critical defense housing areas for 
another year beyond April 30, 1953, your committee believes a more 
current base for computing rent ceilings should be used than that which 
appears in the act as amended in 1952. 


NEW DEFINITION—CRITICAL DEFENSE 





HOUSING AREA 





Section 20 of the bill redefines critical defense housing area. Under 
the redefinition no area can qualify as such unless all the following 
conditions exist in the area: 

1. A new military, Atomic Energy Commission, or other Federal 
Government installation has been or is to be provided, or an existing 
installation of one of those types has been or is to be reactivated or its 
operation substantially expanded; 

2. Substantial in-migration of defense workers or military personne! 
is required to carry out activities at such installation; and 

3. A substantial shortage of housing required for such defense 
workers or military personnel exists or impends which has resulted or 
threatens to result in excessive rent increases and which impedes or 
threatens to impede activities of such installation. 

It will be noted that defense plants have been deleted from the 
types of installations which can qualify an area as a critical defense- 
housing area. The Acting Director of the Office of Defense Mobiliza- 
tion requested such a change in criteria on the theory that with the 
relinquishment of most material controls, the larger number of 
“defense plants” will be producing for the civilian economy to a far 
greater extent than they are for defense. In such areas if a need for 
continued rent control is felt, it should be sought from State or local 
governments. 

It should be noted that the type of Government installation intended 
to be covered by reference to ‘Government installation” in the new 
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criteria is one closely related to the military program, such as a 
shipyard, an air depot, an ordnance depot, or an arsenal. The 
Director so testified before your committee, adding that primary 
emphasis should be placed on the activation or reactivation of a 
military base or an Atomic Energy Commission facility. Your com- 
mittee agrees with this interpretation. 









CONSTANT REVIEW 





Even as to those areas recertified or newly certified as critical de- 
fense housing areas, there should be a constant review to see that they 
continue to meet the criteria for such an area, as recognized by the 
Acting Director in his testimony. At present about 1.3 million 
dwelling units are under Federal rent control in critical defense housing 







areas. 






RENT CEILING INCREASE 





Section 21 amends section 204 (0) of the Housing and Rent Act 

of 1947, as amended, to increase to 130 percent from 120 percent the 

percentage used in determining the extent to which all maximum rents 

in effect on the date of enactment of this bill may be increased upon 
. . rn » - 

sworn application by the landlord. The 130 percent applies to a 

hase as follows: 









The maximum rent for the particular housing accommodation in effect on 
June 30, 1947 (or if none was then in effect, the maximum rent then in effect for 
comparable housing accommodations), plus any increase allowed or allowable 
under the Act for major capital improvements or for increases in living space, 
services, furniture, furnishings, or equipment, and minus any decrease required or 
requirable under the Act for decreases in living space, services, furniture, furnish- 
ings, or equipment, or for substantial deterioration or failure to perform ordinary 
repair, replacement, or maintenance. 










The increase under this subsection is to be effective from the date 
of filing of the sworn application. The subsection does not require 
any reduction of maximum rents existing on the date of enactment 
of this bill. Neither does it prohibit additional adjustments for 
increases in costs and prices as authorized. 

Your committee believes such a provision is justified because of 
increases in costs and prices since the enactment of section 204 (0) 
in1951. The purpose of this Federal rent control law is not to prevent 
normal increases in rent but only to forestall excessive increases. The 
landlord’s dollar has no greater purchasing power than a dollar in the 
hands of any other person. This fact must be kept in mind in the 
administration of the Federal rent control law. 












PROTEST AND APPEAL 






Section 22 preserves for aggrieved parties the right to protest, 
appeal to the Emergency Court of Appeals, and petition the United 
States Supreme Court for a writ of certiorari on rent-control regula- 
tions or orders. These provisions formerly appeared in sections 407 
and 408 of title IV of the Defense Production Act of 1950, as amended, 
which under the terms of the bill will expire on April 30, 1953. 










ADMINISTRATION 






Section 23 allows the President to administer Federal rent controls 
through such officer or agency of the Federal Government as he may 













34 STANDBY ECONOMIC CONTROLS 






designate. Section 208 of the Housing and Rent Act of 1947, as 
amended, which section 23 of this bill amends, required the President 
to administer Federal rent control through ‘the new independent 
agency created pursuant to section 403 of the Defense Production Act 
of 1950.” Since section 403 will cease to be in effect after April 30. 
1953, under the provisions of this bill, your committee deemed 

advisable to remove any doubt which might have resulted as to thy 
power of the President to designate an officer or agency to administer 
Federal rent control. 


BurLpING Our Mopsiuization Base 


As a Nation we have had the choice of fully preparing ourselves 
for war by diverting the necessary industrial power, resources, and 
manpower for military purposes, or building up our industrial poten- 
tial, so that if war came, it could be quickly mobilized toward that 
end. It was the ¢ aie ‘e of whether we should become, for all practical 
purposes, a garrison state, or continue as a free society which would 
plan and act wisely, judiciously, and democratically for the proper 
development of our resources, and take only those steps required for 
their mobilization in the event of war. 

There are, to be sure, risks involved in following the latter course, 
but they are risks a free people must take. As President Eisenhower 
said in his state of the Union message, “the great economic strength 
of our democracy has developed in an atmosphere of freedom.’ We 
have adhered to this philosophy of freedom and assumed the risks 
involved, with the result that economically and industrially we are 
stronger than we have ever been, but, more important, we are also 
strong morally. 

It is with this approach and objective in mind that your committee 
originally recommended the Defense Production Act be enacted, and 
it is in keeping with this same philosophy that it now recommends 
that the plans and programs that have been developed under the 
Defense Production Act, as amended, be continued where necessary 
and be allowed to be completed. 

Tremendous progress has been made since the Defense Production 
Act was originally passed in 1950 in carrying out the purpose set forth 
in the declaration of policy of the act “to develop and maintain what- 
ever military and economic strength is found to be necessary to 

carry out * * * the policy of the United States to oppose acts of 
aggression and promote peace.’ And it has been accomplished, 
“within the framework,’ as was our intention, and the law so states, 
“of the American system of competitive enterprise.’’ In completing 
the job that is still ahead, your committee gives its assurance that the 
provisions of this bill were designed with the same intent, as section 
2 of the bill declares. It is the purpose of your committee in recom- 
mending that this bill be enacted that our mobilization program 
will reach such a successful level that Americans everywhere will 
feel more secure in the freedom which is theirs. 

Almost every strategic metal and mineral necessary for building 
& war machine was in scarce supply during 1950, 1951, and 1952, 
and a complete system of priorities and allocation was required in 

connection with their production and distribution. During the 

hearings, those responsible for administering the program have testi- 
fied that only five materials, columbium, cobalt, nickel, molybdenum, 
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and tungsten are in such short supply in terms of the current tremen- 
dous demand for them. It is still required that these five metals 
be allocated both for defense and civilian purposes. 

While the military, atomic, and other Defense Department de- 

iands for steel, copper, and aluminum are still great, the supply has 
so increased that it should be sufficient to meet most demands. No 
longer will these materials require allocation among civilian users, 
hut to insure an adequate and continuous supply for the Department 
of Defense and the Atomic Energy Commission the producers of 
these materials will simply reserve the necessary portions of their 
production for these purposes. 

While the overall supply of electric power is adequate, according to 
Secretary of Interior McKay, it may be necessary to allocate power 
in specific regions in the country in which there may be insufficient 
power to permit carry! ig out essential defense activities, and allocation 
orders may well be needed to protect power supply for defense pro- 
duction uses 

It is largely through the program of planned expansion of our 
industrial might, facilitated by the program of defense production 
recommended by your committee, that our progress has been as 
successful as it has been. As a result we have reached a stage where, 
barring a sharp rise in our defense goals, the growth of the economy 
will from here on out permit an increasing output of civilian supplies 
at the same time that defense production schedules are maintained. 


PRODUCTION CAPACITY 





INCREASED 


Our steel capacity now stands at approximately 117.5 million ingot 
tons, Whereas in 1950 it was at approximately 100 million tons, and by 
1954 it is expected that the goal of 123 million tons will be achieved. 

Aluminum capacity in 1950 was at a level of 750,000 tons and at 
the present time it is estimated to be 1,057,000 tons. By mid-1954 
it is expected to be 100 percent above the 1950 level, or at capacity 
of 1.5 million tons. 

Copper ore production in the United States, which accounted for 
about one-half of our total consumption was 909,000 tons in 1950. 
This year it is estimated that domestic production will reach 933,000 
tons, and by 1955 it is estimated that it will reach 1,044,000 tons. 
The total copper supply from domestic ore, imports and scrap in 
1950 was 2,042,000 tons. For this vear it is estimated at 1,903,000 
tons, and by 1955 it is estimated that the total supply will be 2,042,000, 
or the same as it was in 1959. 

At the time of Korea, electric generating capacity amounted to 
63 million kilowatts, and it now stands at 81 million. The goal for 
installed capacity at the end of 1955 is 116 million kilowatts. 

Petroleum refining capacity has increased 6.8 million barrels per 
day from mid-19: 50 to over 7.8 million perday. All the other segments 
of the industry have expanded likewise. At the beginning of 1955 the 
capacity is estimated 8.2 million per day. 

The supply situation of alloying metals has been a much more 
difficult problem, and it remains as a major problem. This is true, 
even though the administration has used extensively the various 
programs recommended by your committee to increase supplies from 
both foreign and domestic sources. 
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The following table showing the estimated supply from 1950 to 
1955 of 5 of the scarce metals on which full allocation controls will }e 
continued is, to be sure, encouraging. 


1950 1952 1954 1955 | Goal 





Cobalt (million pounds) 10.0 16.8 19.6 20.3 | 19.8 | 27.0 in 1955 
Molybdenum (million pounds) -__| 28.5 | 42.0 50.9 61.7 | 62.4 | 70.0 in 1954 
Nickel (short tons) } 101,000 120, 150 131, 500 137,950 | 141,050 | 190,000 in 1955 
Tungsten (million pounds) 9.0 23.8 27.0 | 30.2 | 32.0 | 40.0 in 1954 
Columbite ! (million pounds) | 0.8 1.8 2.0 2.0 | 1.9 | 3.0 in 1954 






' Tantalite, 9 percent. 


But the problems ahead, at least for the next 2 years will continue 
in most respects as they have been during the past 2 years—-problems 
of increasing supply, building up stoe kpiles, and reducing consump- 
tion requirements. Much research and development of new sources 
of supply is being carried on, but progress is slow. The success in 
reducing the military and commercial requirements for these metals 
has been more than offset by the rapidity with which our technology, 
in military equipment is moving toward higher speeds, higher tem- 
peratures, and greater force. 


MILITARY REQUIREMENTS FOR 





CRITICAL MATERIALS 





While vour committee is very encouraged at the progress to dat 
with the increased production and supply of the various scarce mate- 
rials and sources of energy, it would like to point out that good as is 
our supply of steel, copper, and aluminum, the military and AEC 
programs alone will continue to take a sizable proportion of the 
total supply. In the event of war, the demand will greatly increase 
For steel it is estimated that the military and the AEC programs in 
fiscal 1954 will take approximately 12 percent.’ In time of war the same 
programs would be expected to take more than half of the total 
supply. To this would be added a “war supporting”’ factor of trans- 
portation and industrial equipment which would further decrease 
civilian availabilities. Full controls would be essential. 

For copper it is estimated that the military and AEC requirements 
during fiscal 1954 will approximate 23 percent of the total supply. In 
wartime the demand would be 2 or 3 times as great and would require 
drastic curtailment of civilian usage. 

Military and AEC requirements for aluminum are expected to be 
22 percent of the total United States supply in fiscal 1954.' The war- 
time requirements are estimated at such a high level that the material 
is being stockpiled despite the fact that we produce virtually all our 
supply within our own borders. Civilian usage in time of war would 
necessarily be reduced to a stringent minimum, far below normal usage. 

The fiscal 1954 estimated military and AEC requirements for the 
five metals, the supply of which will continue to be allocated for civilian 
as well as Department of Defense and AEC use are as follows: 


Percent Percent 
Re ee hte hen 35] Nickel. .......--- i ee 16 
MO ooo oS rar sgn toe pice SET FUNC i noe on eee 33 


Molybdenum 


1 Excluding stockpile requirements. 
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\Mianv materials are being stockpiled because we are dependent 
for our supply upon foreign sources that might not be available in 

war. As to all such materials it is clear that estimated wartime re- i 
quirements are, ir total, expected to exceed the current supply. It 
follows that civilian usage of all these strategic and critical materials 
must be expected to be limited in greater or lesser degree by the 
requirements of war. 
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MILITARY CONSTRUCTION, EQUIPMENT, AND SUPPLIES 






Military supplies, construction, and equipment are being delivered 
at the rate of about $8 billion a quarter, or almost seven times what 
it was at Korea. There have been disappointing delays in the de- 
livery of new equipment because of design and engineering difficulties. 
But a large and increasing number of items have reached sustaining 
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rates. 

The bottleneck in machine tools, which was severe in the early 
stages of defense mobilization, is now largely overcome—except for 
certain types of highly specialized tools which require a long time to 
produce and can be turned out by relatively few manufacturers. 
Shipment of machine tools have quadrupled since Korea. The 
backlog of orders, which reached a peak of 28 months’ production in 
mid-1951, has now been worked down to 10 months. 

There are many problems and difficulties of all sorts in connection 
with the design and production of the various military equipment 
and armament, but every statistic shows encouraging progress. No 
doubt, many errors of planning, design, production, and distribution 
are hidden by such overall statistics but they exist regardless of 
totals, and the greater the total supply, the less damage should these 
errors cause. 

Since Korea the total deliveries of military equipment and construc- 
tion totaled $57 billion. $72 billion worth are still in the pipeline 
goods on order or for which funds are available. 
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S- THe Expansion ProGRAM 
Much of what has been accomplished in our mobilization program 
ts has resulted from the programs provided for in title III of the Defense 
n Production Act, which is continued in slightly amended form by this 
re bill, and by the accelerated amortization program which your com- 
mittee originally recommended be enacted as part of the Revenue 
e Act of 1950, and inwhich program the Joint Committee on Defense 
; Production has taken such an active interest. 
| Expansion goals were established for industries, and in many cases 
r for individual products and processes—providing guides for granting 
| Government aids to expansion in the form of financial incentives 
: authorized in the act, and as guides for granting accelerated amortiza- 
: tion certificates. Two hundred and six goals have been established 





to be attained generally by 1954 or 1955. Most of the goals were 
determined on the basis of requirements of the current partial mobili- 
zation program, although in some instances they were set on bases 
of full mobilization when estimates were available. Such goals are 
constantly subject to review and revision in the light of new develop- 
ments—industrial, technical, and strategic. 
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According to the January report on defense mobilization about one- 
third of the goals under the expansion have either been accomplished 
or covered by construction in progress or definitely planned by indus- 
try. Another one-third are between 80-100 percent covered }y 
projects completed, underway or planned, while most of the remaining 
one-third is between 40- and 80-percent covered. Approximately 1() 
percent of the goals are still less than one-half subscribed. Thus, we 
still have a tremendous task ahead, but the record achievement 
good indication that the goals should be met. 















sa 


LOAN GUARANTIES 





The so-called V-loan program provided for in section 301 of the 
Defense Production Act which is continued by this bill with the 
amendments described below was initially developed during World 
War Il. At that time it was found that many firms could not qualify 
for defense contracts or subcontracts until they could demonstrate 
the necessary financing. Yet, they often could not obtain the neces- 
sary financing from the banks until they had first received the con- 
tracts or subcontracts. This vicious circle impeded production for 
national-security purposes and prevented the proper utilization of the 
facilities of small firms. 

The program has been very helpful in enabling industry to make 
the large contribution it has to our defense effort. A very large per- 
centage of the loans made under the program are for working-capital 
purposes. 

The following tables summarize the Department of Defense guar- 
anteed-loan program to February 28, 1953: 



















Department of Defense Army 







As of February 28, 1953 


. Amount } Amount 
Number — of Number en ad of 
' guaranty ™ guaranty 








| Millions | Millions Millions | Millions 
Applications received since July 1, 1950 1,369 | $2,155.2 | $1, 745.6 HOS $831.9 $669. 2 
Applications authorized | 1,184 | 2,084.9 1,680.9 | 594 793. 4 | 635.1 
Applications declined | 165 46.3 41.9 | 95 28.8 25.5 
Applications pending 20 24.0 22.8 | 9 9.7 8.6 

















Navy Air Force 











As of February 28, 1953 











| . Amount | . Amount 
| Number —_ of || Number — of 
| : Surenty : | Suaranty 
ee fetet hene te errant 
| Millions | Millions Millions | Millions 
Applications received since July 1, 1950__ 313 $456.9 | $399.0 358 $866. 4 $6N6. 4 
Applications authorized _ z , 272 | 445. 6 379.3 318 845.9 666. 5 
Applications declined / ali aan 38 | 9.9 9.5 32 7.6 6.9 
Applications pending._._..............-.- 3 | 1.4 | 1.2 8 12.9 13.0 
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Applications authorized, by size of loan 


Department of Defense (Army Navy /Air Force 


Percent Percent 
cations authorized sinee July 1, 1950 1, 184 100 5g 273 318 


$10,000 and under 10 l 
$10,001 to $25,000 35 
$25,001 to $50,000 72 
$50,001 to $100,000 143 12 
$100,001 to $300,000 208 at 
$300,001 to $500,000 171 
$500,001 to $1,000,000 166 
$1,000,001 to $2,500,000 141 
$2,500,001 to $5,000,000 2 
$5,000,001 to $10,000,000 32 
$10,000,001 to $15,000,000 11 
$15,000,001 to $50,000,000 21 
Over $50,000,000 2 


Average percent guaranty authorized (by Percent Percent > Percent 
smount 80. 6 3 80.0 5 78.8 


ess than 44 percent 


LOAN AND PURCHASE PROGRAM 


Under the loan and purchase program provided for in sections 302, 
303, and 304, approximately $1,358,000 in loans have been certified as 
of December 31, 1952, out of the total authorized of $2.1 million. 
Thus, there is approxims ately $742,000 for further certification at this 
time. The loans in accordance with the act have been made for the 
following purposes: Direct loans; commitments to purchase metals, 
minerals, and certain other raw materials for Government use and 
resale; projects designed to encourage exploration, development, and 
mining of strategic and critical metals and minerals; installation of 
equipment; and other special projects of rational interest, the author- 
ity for which is not in otherwise existing legislation. 

Obligations are regarded as the probable ultimate net cost to the 
Government of the transactions involved. This is in accordance 
with the amendments to the Defense Production Act of 1951 which 
permitted commitments to exceed the total authorized borrowing au- 
thority of $2.1 million, so long as the probable net cost to the Govern- 
ment of gross transactions consummated does not exceed this amount. 
In addition to financing the probable ultimate net cost to the Govern- 
ment, the borrowings are also used to finance working capital require- 
ments for programs involving loans, advances to contractors, inventory 
purchases and resale and other recoverable expenditures. The follow- 
ing table ee the status of the borrowing authority as of 
December 31, 1952: 











STANDBY 


Less certification to date 


Defense Matericls Procurement 
Reeonstruction Finance Corporation 
Department of Interior 

Deportment of Agriculture 
Export-Import Bank of Washington 
Tots] certified 
Balance available for certification 


The following table summarizes the loans consummated throug) 
December 31, 1952, by the responsible executing agencies, and 


type of assistance: 
Fe 


Summary by agency: 
Defense Materials 
Agency / 
Reconstruction Finance Corporation - - 
Department of Interior candeeeaul 
Department of Agriculture | 
Export-Import Bank of Washington 


Procurement | 


Total 


Summary by type of assistance: 
Purchase and resale 
Commitment to purchase 
Direct loans ; 
Exploration, grants for, ete 
Industrial installation 
Other. -- 


Total...- 


As of Dec. 31, 1952 


Total borrowing authority authorized by statute 


Avency 





ECONOMIC 





CONTROLS 


Thousands of dollars] 


Probable 
ultimate 
net cost 


Total 






¥16, 578 
350, 703 
12, 049 
34, 311 

3, 899 


1, 357, 540 


rhousands of dollars} 


Borrowing authority certified 
to date 


Probable 
ultimate 
net cost | 


| Working 


Total capital 


916, 578 816, 578 | 100, 000 
350, 703 1,600 | 349, 103 | 
12, 049 SP fekdazes4 | 
34, 311 34, 311 | 
43, 899 | 


43, 899 


493, 002 | 











R16, 57S 
1, 600 
12, 049 
34, 311 


864, 538 


Gross 
value of 
actual 


| 
transac- | 


tions con- 


summated, | 


cumulative 
to Dee. 31, 
1952 


4, 981, 843 | 
348, 547 | 
12, 049 | 
63, 921 | 
43, 899 | 





1, 387, 339 
3, 526, 947 

415, 523 | 
12,049 | 
38,913 | 
69, 488 





i to Dee. 31 
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Phe following table shows the emphasis of the loan program ip the 
e important programs: 





transictions 










mnese 





hine tools 








tr leum and petroleum products 


inery and components a75 





1 mum 














ACCELERATED TAX AMORTIZATION 









Your committee in recommending the enactment of the Defense 
Production Act recommended that the responsible committees give 
favorable consideration to including a provision in the Revenue Act 
of 1950, which would permit the portion of a facility attributable to 
the defense program, after allowing for postemergency usefulness, to 
be written off for tax purposes over 5 vears instead of the normal 
depreciation period, Such a provision, commonly referred to as the 
accelerated amortization program, was inclided in the Internal Rev- 
enae Act of 1950 and it bas contributed enormously to the exnansion 
of our industrial and defense capacity. Your committee has observed 
its operation. and activities since it has been initiated and have had 












officials administering the program before your committee and the 
Jot Committee on Defense Production on murerous occasions 
The program has béen operated by the Office of Defense Mobiliza- 
lion as an integral part of the defense mobilization program, as was 






intended. 

The program has been utilized in achieving the goals set up in the 
expansion programs referred to above. A total of 16,200 projects 
with a value of $26.5 billion have been granted tax amortization cer- 
tifieates, permitting an accelerated write-off of $15.6 billion 

An estimated 35 percent of these projects are complete, and the 
bulk of the remainder will be complete within the next vear. Despite 
the fact that the mamber of applications for accelerated tax amorti- 
zation handled during the past 6 moprths bas remained at a consist- 
ently high level, there are several unfilled expansion goals and a 
continuing need for specialized military and atomic energy produc- 
tion facilities at the prime end subcentract levels. The recaleula- 
tion of full mobilization requirerrerts which is row well under way 
will ultimately result in the revision of many expansion goals. This 
in turn will result in new avplications for accelerated tax amortiza- 
tion, as well as applications for other types of assistance provided for 
by the Defense Production Act. 
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The staff of the Joint Committee on Defense Production is pres. 
ently reviewing the tax amortization program, and, according t 
their preliminary studies, 6,705 certificates were issued to small. 
business concerns out of a total of 15,479 as of Febcuary 25, 1953 
The amount certified, however, amounted to $2.5 billion out oj 
$24 billion or approximately 10 percent. 


SUMMARY 


. 

Your committee is satisfied that with the bill as recommended, jt 
has discharged its responsibilities to insure, pot only that our Nation 
should be strong militarily, but that it be strong industrially and 
economically. If our Nation and its people achieve such materia| 
strength, vour committee is confident that the basic strength of our 
Nation—its moral, spiritual and social strength—will be without equa] 
in the world. 

CHANGES IN Existina Law 


Because of the extensive text and the numerous details and changes 
that would have to be shown, it is your committee’s opinion that it 
would expedite the work of the Senate to dispense with the require- 
ments of the Cordon rule. Moreover, the report reflects where 
changes have been made in the two laws amended by this bill, namely, 
the Defense Production Act of 1950, as amended, and the Housing 
and Rent Act of 1947, as amended. 
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MINORITY VIEWS OF MR. BRICKER, MR. BENNETT, AND 
MR. GOLDWATER 


INTRODUCTION 


S. 1081, which has been favorably reported by the majority with 
amendments, is as curious a bill as is likely to be presented to the 
Senate during this Congress. It is a bill that scarcely anybody wants. 
It embodies standby-control provisions for which the President did not 
ask. It embodies a philosophy counter to the views expressed by the 
President in his inaugural address. It contains conclusions opposite 
to the great weight of testimony during the hearings. If enacted into 
law, it would embed an economic fallacy into the functioning of the 
American economy for the life of the legislation. 

The announced purpose of standby-controls legislation at the time 
hearings on S. 1081 began was to provide a remedy for a sudden surge 
of inflationary pressures in the event of a national emergency in the 
nature of catastrophe or all-out war. The bill recommended by the 
majority proposes nothing that can effectively attack inflation. On 
the contrary, it provides for the kind of harassment of business against 
which voters of the Nation registered such a strong protest in the last 
election. For reasons to be detailed hereafter, we disagree with the 
majority of your committee that S. 1081 as amended should be favor- 
ably reported. 

FreEzE-RENts-CrEDIT CONTROLS 


Our greatest dissatisfaction is with three sets of provisions in the 
bill. The first would grant the President standby authority to invoke 
a 90-day freeze on prices, wages, and residential rents. The second 
would continue until September 30, 1953, World War II Federal rent 
controls in areas other than critical defense housing areas. The third 
would permit the Board of Governors of the Federal Reserve System 
to reimpose consumer-credit controls and the President to reimpose 
real-estate construction credit controls. 


Pricr, WAGE, AND Rent Freeze 


Section 16 of the bill would add a new title VIII to the Defense 
Production Act of 1950. 

This title would direct the President to impose ceilings on prices, 
wages, and residential rents whenever he finds that a grave national 
emergency exists and that such controls are necessary in the interest 
of national security and economic stability. To us this approach 
to the problems of inflation is like giving aspirin to a man with ap- 
pendicitis. It merely deadens pain without touching the cause, 


meanwhile leaving the malady to worsen. 
43 




































STANDBY 





ECONOMIC CONTROLS 





NEED FOR FISCAL 





AND MONETARY MEASURES 


We are as concerned with the ill effects of inflation as the majorit 
However, we prefer to reach the real causes of inflation by applying 
fiscal and monetary remedies that can insure economic stability for th 
Nation. Indeed, fiscal and monetary measures, if timely and prop: 
applied, will relieve incipient inflationary pressures before th 
reach a level dangerous to the economy. 


CONTROL 





THREA LACK OF 





STANDARDS 


If enacted into law, this bill would put the Nation for 2 vears und. 
the threat of overnight imposition of price, wage, and rent ceilings 
Such ceilings could be imposed upon a simple finding that a ‘gray 
national emergency” exists requiring a freeze in the interest of nationa 
security and economic stability. What standards would under! 
such a finding? None are provided in the bill. 

This Nation has been in an emergency of one sort or anoth 
throughout the past two decades. How many, similar to these, woul 
qualify as “grave national emergencies’? During the hearings 
S. 1081, references were made to possible atomic bombings of th 
United States and to the start of world war Til. However, the bil 
itself fails to define what is to constitute a grave national emergency 
From a practical standpoint, therefore, the bill would amount to a 
grant of power to invoke the freeze whenever bureaucratic advisers 
in the executive department could persuade the President to ma! 
the required finding, 


UNSTABILIZING EFFECT 








Such a situation would hurt the national welfare. It would hay 
an unstabilizing effect on the daily activities of every worker, farm: 
businessman, and landlord. Each would have to keep a weather e\ 
to the possibility of a price, wage, and rent freeze at anv mome: 
None would have the usual opportunity to present his views to th 
Congress before imposition of drastic economic controls. 





CONGRESS CAN ACT SWIFTLY 




































When there is true need for haste, the Congress can move swiftly 

If the Chief Executive foresees an emergency requiring the use of 
powers which depend upon additional legislation, he can at any tim 
communicate his problem to the Congress. That body will then enac! 
such legislation as it believes to be in the national interest. 

We believe that Congress can act with sufficient dispatch to car: 
its constitutional responsibility. If a freeze is desirable, Congress 
can produce it with a speed consistent with the importance of the 
emergency. If Congress creates the freeze, then Congress will writ: 
the legislation to take effect at the end of the freeze period. If th 
President creates the freeze under the powers given by this act, hy 
can also set the pattern for the succeeding legislation, and Congress 
will have little opportunity to do more than ratify the Presidentia! 
edict. Freeze authority would save no time. Congress can enact 
such legislation as it deems necessary long before administrative 
price- and wage-control machinery can be perfected. 














ECONOMIC CONTROLS 





STANDBY 








NO ADMINISTRATION REQUEST 





The President has requested no legislation such as that proposed in 

VIII. As noted in testimony given vour committee by the 
Acting Director of the Office of Defense Mobilization, the President 
stated in his state of the Union message that he would not ask for an 
<tension of the authority to use direct controls over the economy 
the purpose of price and wage stabilization. The Acting Director 








went on to sav: 


ii 





We do not favor the enactment of a detailed law providing for standby price 
wage controls (Hearings on Standby Economie Controls, pt. 4, p. 1311). 





\s to the 90-day freeze proposal, he stated: 





(‘onsistent with the President’s desire to free the economy of controls we hope 
the Congress will decide that, in the event of an emergency situation, it 
move rapidly enough in providing authority for a freeze to deal with the 
m in an adequate manner (Hearings on Standby Economie Controls, pt. 4, 

1312). 

Only if the Congress should arrive at the contrary conclusion was 
the Acting Director authorized to state that a bill containing a pro- 
vision giving authority to the President to impose a freeze on prices 
and wages would be acceptable. He disclosed the rapidity of con- 
rressional action he had in mind was enactment of a freeze bill in 
i) davs with use of a base date for the freeze predating consideration 


f the legislation by the Congress. He also stated: 














On the freeze bill, it is our hope that the Congress would decide it could move 


fast (Hearings on Standby Economic Controls, pt. 4, p. 1317). 





We do not agree that the Congress cannot enact the type of bill 
discussed by the Acting Director within 10 days—when and if needed. 








STABLLIZING 





AUTHORITY NOT 





FREEZE 








We deny the claim that passage of title VIII would have a soothing 
psychological effect on inflationary pressures. Data submitted to 
your committee by the Office of Price Stabilization in 1951 show 
that from the outbreak of the Korean conflict on June 25, 1950, until 
the Defense Production Act became law on September 8, 1950, all 
items in the Consumers’ Price Index rose 2.6 index points (from 
101.2 to 103.8, using January 1950 as a base equaling 100). But 
from the date of passage of the act until controls were imposed by 
the general ceiling price regulation on January 25, 1951, all items in 
the Consumers’ Price Index advanced 5.5 additional index points 
from 103.8 to 109.3). In other words, prices rose more than twice 
as much after the control legislation was on the statute books in 


standby form. 










CONTROLS 





PRICES DECLINED REGARDLESS OF 








Neither can the decline of prices which followed imposition of 
price controls be proved to be due to such controls. Lf controls were 
holding the prices from going higher, the wholesale price index graph 
should show a horizontal line at ceiling levels. Instead it shows a 
sizable drop below ceiling levels. Continuing controls under such 
conditions resulted in additional expenses of doing business, necessi- 
tated by reporting and auditing requirements directed at keeping 
prices from pushing through a ceiling below which they were con- 
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stantly dropping. Final removal of price and wage controls ha 
resulted in no general or significant increase in either prices or wages 
despite the forecasts of alarmists. 

Unpegging the support prices for Government obligations an( 
similar indirect controls, accompanied by increases in productiy; 


output, are entitled to more credit for recent declining prices than 
price and wage controls 


FREEZE INEQUITABLE OR INEFFECTIVE 


Proponents of title VIII hail it as a measure which will stop all 
price, wage, and rent rises in their tracks as soon as applied. Yet 
cursory examination of title VIII shows that instead of being a solid 
lid on a boiling pot to keep the steam of inflationary pressure from 
rising, it is more like asieve. Whole areas of the economy are excluded 
from the scope of title VIII, such as commercial rents. In addition 
section 801 (b) in title VIII provides broad power to exempt from, 
suspend, or adjust ceilings merely upon a finding that such action is 

required for national defense or that ceilings are impracticable or 
unnecessary. With the interdependence of prices and costs in our 
economic system, it is conceded by proponents of title VIII that, to 
be effective, the freeze must be general and across the board. Yet 
they would not vote to remove from title VIII this source of loopholes. 
They fear that the freeze will operate inequitably by catching many 
prices out of alinement. But it is clear that within the 90-day period 
of the freeze it would be extremely difficult, if not impossible, to adjust 
all these inequities. Unadjusted inequities may well drive many out 
of business because of losses incurred during the freeze period. This 
result would be apt to hit hardest at small and independent businesses 
which have no great amount in reserve to survive such a contingency 
Therefore, the freeze provision hangs on the horns of the dilemma of 
being either tight and inequitable or loose and ineffective. 





FREEZE AUTHORITY DRAWS PRICES 





AND WAGES UP 











The natural tendency of all businessmen, workers, and landlords 
would be to keep prices, wages, and rents at the highest level com- 
petition would allow, in order not to be caught at a low level by a 
freeze which might be imposed momentarily without warning. The 
bill leaves to the executive department the power to choose as a base 
for the freeze any date within 30 days prior to the freeze. To guard 
against rollbacks, business, labor, and landlords must, therefore, keep 
prices constantly high. In this sense, the possibility of a freeze 
would act as a magnet tending to draw price, wage, and rent levels 
ever upward, and of itself would act as an inflationary pressure. 


STOCKPILING 





AGENCIES AND BUREAUCRATS 





By extending title VII of the Defense Production Act in its entirety, 
the bill continues in full force and effect provisions which will allow 
the creation of new agencies at will with standby functions relating 
to price, wage, and rent controls and staffing them with supergrade 
employees without limit as tonumbers. The administration expressly 
stated that it did not need any such legislative authority since it 
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created the National Security Resources Board as a key planning 
veney for economic mobilization. We are opposed to enacting un- 
necessary legislation which can only encourage an increase in expense 
to the Government, overlapping performance of functions, inefficiency 
in governmental organization, and stockpiling of bureaucrats. 


a 
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isses adequate statutory authority under the legislation which 


IS THE FREEZE AUTHORITY CONSTITUTIONAL? 


What S. 1081 proposes in effect is to give the President unrestricted 
power to write @ price-, wage-, and rent-control law. In our judg- 
ment, the proposed abdication of legislative power by the Congress is 
of doubtful constitutionality. In Schechter Corp. v. United States (295 
U.S. 495 (1935)) the Supreme Court in a unanimous opinion held the 
National Industrial Recovery Act unconstitutional. The basis for 
the Court’s holding is contained in the following language: 

To summarize and conclude upon this point: Section 3 of the Recovery Act is 
without precedent. It supplies no standards for any trade, industry, or activity. 
It does not undertake to prescribe rules of conduct to be applied to particular 
states of fact determined by appropriate administrative procedure. Instead of 
yrescribing rules of conduct, it authorizes the making of codes to prescribe them. 
For that legislative undertaking, section 3 sets up no standards, aside from the 
statement of the general aims of rehabilitation, correction and expansion de- 
scribed in section 1. In view of the scope of that broad declaration, and of the 
nature of the few restrictions that are imposed, the discretion of the President in 
approving or prescribing codes, and thus enacting laws for the government of 
trade and industry throughout the country, is virtually unfettered. We think 
that the code-making authority thus conferred is an unconstitutional delegation 


of legislative power. 
S. 1081, like the National Industrial Recovery Act, is devoid of any 
legislative standards by which the President and administrative 
officials might be guided. We realize that in recent years the Supreme 
Court has been less strict in reviewing delegations of legislative power. 
However, we do not believe that Congress lawfully can, or should, 
permit the President to exercise an unfettered legislative power in 
any field. 
CONCLUSION 


For all these reasons, we believe that title VIII embodies unwise 
legislation and should not be adopted. 

With a majority of our fellow citizens, we believe this administration 
has committed itself to strike from the American citizen the shackles of 
20 years of a bureaucratically dominated economy. We believe in 
the vitality and efficiency of American free enterprise and are anxious 
to pay more than lip service to this concept. During this period 
when even the proponents of title VIII admit direct controls are not 
necessary, we are in favor of affording free enterprise an opportunity 
to function unburdened by the heavy hand of ever-present threats of 
Government control. 


FreperRAL Rent ContTrROL 


PLATFORM POLICIES 
We will oppose Federal rent control except in those areas where the expansion 
of defense production has been accompanied by critical housing shortages. 


_This quotation from the platform adopted by the Republican 
National Convention last July should mark the outer limits of Federal 
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rent-control legislation. About the same time the platform of anoit}) 
large political party treated this subject.as follows: 

We strongly urge continued Federal rent control in critical defense area 
in the many other localities still suffering from a substantial shortage of ad 


housing at reasonable prices. 
With the millions of Americans who voted this administration inj 

office, we prefer to follow the declaration of the Republican platfo 

on this subject. We, therefore, oppose that portion of section IS 

S. 1081 which continues through September 30, 1953, Federal 

controls in areas other than critical defense housing areas. 








STATES 





HAVE HAD TIME 





TO 





ACT 














The main reason given for extending World War II type Federg 
rent control for still another 5 months is that in the interim Stat 
legislatures may have full opportunity to take over eee for 
this funetion. We submit that State legislatures have already 
ample opportunity for this task. As long ago as 1950, New York Sta 
determined to adopt its own complete system of rent control, which it 
still retains. Even earlier, in 1949, several State legislatures acted 
to remove Federal rent control on a statewide basis as a result of thi 
local option decontrol feature added to the Federal law that vea 
These included eee Nebraska, Texas, Utah, and Wisconsin 
The following year Alabama’s legislature removed that State from 
Federal rent panteele. Virginia followed quickly with similar action 
As of now, Arkansas, Colorado, Idaho, Kansas, Mississippi, Nevada 
Oregon, and Wyoming have also been freed completely from World 
War Il type Federal rent control. Starting in 1949, therefore, 1 
States have found opportunity to drop Federal rent controls. Sine 
then, the legislatures of all other States have met more than once 
Several of these have adopted standby State rent-control laws to ly 
placed in effect upon the termination of Federal rent controls. States 
that have not vet acted have demonstrated that they do not mean to 
set up rent controls. 

Insofar as your committee is concerned, it has long ago expressly 
placed the State legislatures on notice. In Senate Report No. 127 


accompanying H. R. 1731, 8ist Congress, Ist session (Amendments 
to the Housing and Rent Act of 1947, as amended), issued Marcel 
17, 1949, your committee stated: 

Your committee wishes to emphasize that the various States should immediately 
concern themselves with the matter of deciding whether they deem it advisable 
to control the maximum rent charged for residential accommodations in all or 
any portion of the State. 

As noted above, many States did consider the problem. In all th: 
10 States now containing 85 percent of the rental units still under 
World War IT controls, legislatures convened in January 1953. All 
were aware that Federal rent control in their States was scheduled to 
expire on April 30. All had as much time as this Congress to con- 
sider what ought to be done about rent control. We submit these 
facts do not justify any extension of World War II rent controls 
beyond April 30, 1953. 
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OF STATE LEGISLATURES 





COMPOSITION 


But, some complain, certain State legislatures are dominated by 
7 representatives who will not approve rent controls on a State 

‘local level. This, we submit, is a State problem, not a Federal 
seohie m, and constitutes no justific ation for continuing Federal rent 
-ontrol | minute longer than it is required. 















CONGRESSIONAL POLICY END RENT CONTROL 





In enacting the Housing and Rent Act of 1947, the Congress said: 


lhe Congress hereby reaffirms the declaration in the Price Control Extension 
Act of 1946 that unnecessary or unduly prolonged eontrols over rents would be 
neonsistent with the return to a peacetime economy and would tend to prevent 
the attainment of the goals therein declared 

The Congress therefore declares that it is its purpose to terminate at the 
earliest practicable date all Federal restrictions on rents on housing accommoda- 
tions 
With each year’s extension of Federal rent controls, the Congress 
has repeated this declaration of policy. 5S. 1081 by further extending 
the Housing and Rent Act of 1947 again proposes to do the same 
thing. In our opinion it is time to carry out the spirit of that policy. 

Whether World War II rent controls are to continue should hinge 
not on accommodating the convenience of State legislatures, but on 
the need for Federal rent control. 


CONTROL CONSTITUTIONAL? 





IS WORLD WAR II RENT 


In its last detailed discussion of this problem, the Supreme Court 
of the United States in Woods v. Miller Co. (333 U.S. 138 (February 
1948)) sustained the validity of title Il of the Housing and Rent Act 
of 1947 (rent control) as an exercise of the war power, holding that 
the war power included the power to remedy evils which have arisen 
from its rise and progress, but continued only for the duration of that 
emergency. In its decision, the Court leane ‘d heavily on the argument 
that the housing deficit then found to exist was caused in considerable 
measure by the heavy demobilization of World War II veterans and 
the cessation or reduction in residential construction during the period 
of hostilities due to the allocation of building materials to military 
projects. The Court referred to statistics showing that 6,279,000 
veterans were demobilized in 1945, an additional 5,659,000 in 1946, 
and 212,000 more in 1947. It also took note of statistics that from a 
high of 715,000 non-farm-dwelling units constructed in prewar 1941, 
the number fell to 497,000 in 1942; 350,000 in 1943; 169,000 in 1944: 
247,000 in 1945; 776,200 in 1946; and 799,000 in the first 11 months 
of 1947. 

We submit that a comparison of current conditions with those cited 
bv the Court shows that the two main pillars upon which the Court 
supported the constitutionality of World War II Federal rent control 
have long since vanished from the scene. 

It is obvious that the impact of demobilization of World War II 
veterans is no longer existent. In contrast to the lower number of 
dwellings being added to the market during the years noted by the 
Supreme Court, we find nonfarm housing starts amounting to 849,000 
in 1947; 931,600 in 1948; 1,025,100 in 1949; 1,396,000 in 1950; 
1,091,300 in 1951; and about 1,100,000 in 1952. The release of real- 
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estate construction credit restrictions in September 1952 and the lifting 
of allocations from building materials are factors encouraging increase 
in this high rate of construction. 

It should be borne in mind that Federal rent control was sustained 
because of the housing deficit due to World War II. Yet as pointed 
out in House Report No. 1564, 80th Congress, 2d session, page &, as 
long ago as March 15, 1948: 

Our present housing problem is of longstanding. While developments attribut. 
able to World War II have contributed to the intensity of our present problem, 


the current shortage actually has been accumulating over a long period of years 
when the volume of new housing construction was less than the net increage 


in new families. 
Since not all the housing deficit was originally attributable to World 
War II, Federal rent control as a war power cannot justifiably con- 
tinue until the entire deficit has been remedied. In our opinion thy 
time has already passed when the portion of the deficit attributable 
to World War II has been made up. 

Noting that “the backlog of demand (for housing) has now been 


largely worked off,” the Annual Economic Review by the Council 
of Economic Advisers states: 


The expected decline in the number of new households formed will have a 
pronounced effect upon the demand for housing in the next few years. The young 
people reaching marriage age in the next few years will be those who were born in 
the mid-1930’s when the birthrate was very low. It is probable that net house- 
hold formation will decline from the level of 900,000 in the year ending April |, 
1952, to an average of around 700,000 during the next 3 years. This compares 
with 1,600,000 in the peak year 1947-48, 


In his concurring opinion in Woods v. Miller, supra, Mr. Justice 
Jackson noted that the Government asserted no constitutional basis 


for the Federal rent-control law other than the war power. He 


charged that this constitutional basis should be scrutinized with 
care— 


particularly when the war power is invoked to do things to the liberties of people 
or to their property or economy that only indirectly affect conduct of the war and 
do not relate to the management of the war itself. 


Personally, he said, he would not be willing to hold that war powers 
may be indefinitely prolonged merely by keeping legally alive a state 
of war that had in fact ended. We think this describes perfectly the 
present status of World War II. 

Therefore, under the reasoning of both the majority and concurring 
opinions, no constitutional basis remains to sustain the continuance 


of World War II Federal rent controls. These presently are estimated 
to affect some 4,300,000 dwelling units. 


BASIS 





FOR RENT CONTROL 


Federal rent control is not justified merely as a means of insuring 
low rents; its reason for existence is to prevent excessive rents attribut- 
able to war conditions. The weight of evidence before your committee 
showed no exorbitant increases in rents as a general condition in areas 
removed from World War II Federal rent control. 


RENT FACTOR DECREASES IN COST OF LIVING 


In terms of statistics compiled nationally by the United States 
Department of Labor the percentage of rent as compared to the total 
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ost of living decreased from 18.1 percent on a 1935-39 base to 11.6 
i cuenta in 1950. In other words, the result of inflation and rent 
g control was to decrease the weight of rent in the cost of living by 
about 36 percent. 

Using another comparison, in 1939 income from rent represented 
1.8 percent of the total national income. In 1952, it represented only 

3 percent. The share of landlords in the national income as meas- 

ured by rents received has therefore decreased approximately one- 
third. 
Even from its depressed base in 1950, rents lost further grouud 
thereafter as compared with other items in the cost of living index. 
While all items in the Consumers’ Price Index climbed to an index 
firure of 109.3 before the general ceiling price regulation was imposed 
in January 1951, rents had increased mode rately to a figure of only 
103.6 during the same period. 

Even these statistics do not show the disproportionate burden 
borne by the landlords in the areas under World War II rent control, 
for the major amount of increases which occurred in rental would 
naturally be expected to occur in rental units not subject to rent 


control. 


PROPERTY OWNERS AS SMALL BUSINESSMEN 





It should be borne in mind that property owners as a group are 
truly representative small-business men. As long ago as 1949 your 
committee received testimony that approximately 80 percent of all 
rental property owners owned four or less rental units. Such testi- 
mony was given by Housing Expediter Tighe Woods and by the repre- 
sentatives of the National Apartment Owners Association and the 
National Association of Real Estate Boards. The latter organiza- 
tion introduced testimony that there were more than 8 million prop- 
erty owners in this class. 

The National Apartment Owners Association introduced testimony 
that, of the more than 30 million residential structures in the United 
States in 1949, less than 600,000 contained more than 5 rental units. 
Also indicative is a survey made by the Bureau of Economic Research 
of Notre Dame University, showing that in 1944, of all rental pay- 
ments to individuals, over 83 percent was paid to persons with annual 
incomes under $5,000. 

Prof. D. Gale Johnson, of the University of Chicago, in his article, 
Rent Control and the Distribution of Income, appearing in the 
American Economic Review, at the end of 1950 cited references 
indicating that about 77 percent of all residential rentals accrue to 
individuals. 

The United States Bureau of the Census in the Department of 
Commerce reports that as of April 1, 1950, the total of rental units 
in the United States amounted to 19,266,315. Of these 1- to 4-family 
units totaled 14,639,443. From these statistics it is apparent that 
l- to 4-family rental units constituted approximately 76 percent of 
the total rental units in the United States as of April 1, 1950. 





PRICE AND WAGE CONTROLS REMOVED 





At present all price and wage controls have been removed from the 
goods and services landlords must purchase. Yet, for the second 
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time since the beginning of World War II, it is proposed to contin, 
to impose World War II rent controls on the property owner. Wy, 
fail to see on what theory it is justifiable to return a free economy to 
the major segments of our people but except from that process land. 
lords whose rental units are now under World War II rent contro 


WORLD WAR II RENT CONTROL NOT A FEDERAL PROBLEM 


Even among property owners, the problem has ceased to be nationa| 
Of an estimated total of 16 million units under rent control in 1942 
only about one-fourth remain under such control. It is difficult to 
comprehend why 1 out of 4 landlords must still be subjected to 
Federal rent control of the World War II type when both that wa; 
and the portion of the housing deficit attributable to it have long 
since ceased to exist as true causes for rent control. 


LOCAL OPTION NO EXCUSE FOR EXTENDING RENT CONTROL 


It is no answer to say that the areas in which these controls contin 
should remove themselves from Federal rent control as a matter 0! 
local option. These areas were not placed under control through ; 
process of local option. The controls were imposed directly on cac| 
controllable unit in the area as a matter of Federal edict, on th 
theory that the need for control arose as a Federal problem. Whe 
this need ceases, controls should likewise be removed by Federa 
action. In areas where World War II controls still existed on Sey 
tember 30, 1953, a local option provision was utilized to continu 
them in some 4.3 million rental units, but even that expression of th 
governing body of the community went only to the extent of wishing 
to continue Federal rent control until April 30, 1953. S. 1081 now 
proposes to abuse this use of local option by extending these controls 
until September 30, 1953, without any affirmative approval from th 
local governing bodies involved. A Federal problem should be met 
squarely by the Federal Government. That Government cannot 
evade its responsibility in the matter by urging State and_ loca 
communities to pull its chestnuts out of the fire. 


CRITICAL DEFENSE HOUSING AREAS 


Because the rental problem in critical defense housing areas has 
been aggravated by efforts of the Federal Government to meet the 
needs of the Korean conflict, we can see some justification for con- 
tinuing Federal rent control in such areas, if it recognizes current 
living costs and costs of operating and maintaining property. Such 
cases come much closer to falling within the war power than do units 
still under World War II controls, although the final determination 
of this matter on a legal basis must of necessity rest with the courts 
We distinguish controls in such areas, however, from those. still 
hanging on since World War II. 


CONCLUSION 


For the reasons set forth above, we cannot in good conscience 
support the recommendation of S. 1081 that World War IT Federal! 
rent controls be extended yet another time to September 30, 1953. 
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Crepbit CONTROLS 


We likewise dissent vigorously from the proposal of the majority 
of your committee that controls of consumer and real-estate credit 
be reenacted, particularly at this time and as a part of this bill. 
Authority for such controls, contained in the Defense Production 
Act of 1950, was restricted in 1951 and deleted in 1952. We feel 
that the problems of consumer and real-estate credit are of sufficient 
importance to warrant separate study and, if necessary, separate 
legislation. Except incidentally they received no consideration 
in the hearings on this bill, and they were not asked for, either by the 
Federal Reserve Board or the President. The only decision put to 
the members of the committee in the first tentative draft before the 
committee was whether these powers should be placed in the President 
or in the Federal Reserve Board. Therefore, we recommend that all 
references to consumer or real-estate credit be stricken from the bill. 





INDIVIDUAL VIEWS OF UNITED STATES SENATOR HOMER 
E, CAPEHART ON RENT CONTROL 


I do not agree with that part of the majority report which recom. 
mends continuation of rent control from April 30 to September 3 
1953, in those areas where local governing bodies chose last Septembhey 
to continue Federal rent controls only until April 30, 1953. 

I have never believed in unfairness in any shape or form. Fairnes. 
to one segment of our economy should be accompanied, so far as 
practicable, by fairness to all other segments. 

It is my opinion that the property owners of this country have bee; 
discriminated against by this continuous rent control. Why shoul 
this one segment of our economy be regimented, regulated, and mac 
to suffer at a time when all price and wage controls have been lifted” 

It is estimated that approximately 4.3 million units are in thes 
areas, most of which have been under Federal rent control contin- 
uously since 1942. 

When the Congress enacted the Housing and Rent Act of 1947, i: 
declared that its purpose was “to terminate at the earliest practical 
date all Federal restrictions on rents on housing accommodations 
This same statement of policy has been reaffirmed consistently by th 
Congress. As noted in Senate Report No. 1599, dated May 27, 1952 
the Banking and Currency Committee on June 21, 1951, stated its 
adherence to the policy that Congress should terminate Federal rent 
control at the earliest possible time. I was of the opinion in 1952 
that Federal rent controls properly could be removed, except possib| 
in critical defense housing areas, and I voted accordingly. Howeve: 
the majority of the committee did not feel so inclined. 

One of the reasons stated for continuing rent controls in so-called 
local option areas until September 30, 1953, is to enable each State 
legislature to have full opportunity to assume the responsibility fo: 
this function. I cannot agree that this is a valid reason for the Fed- 
eral Government to extend these controls. Each and every State has 
had ample opportunity to assume this function, if it desired to do so. 

Those local areas which took action on September 30, 1952, to con- 
tinue Federal rent control, took this action to continue rent contro! 
only until April 30, 1953. They understood then that rent contro! 
would cease on April 30, 1953. Why should we now continue this 
control without any further action on their part? To do so is to fore 
local governing bodies to break faith with their citizens. 

I agree that it may be necessary to continue rent control in areas in 
which there are large military or atomic-energy installations, causing 
critical housing shortages. However, I believe that the new criteri: 
of critical defense-housing areas will limit such areas to a necessar) 
minimum. I believe further that the review and recertification of 
critical defense-housing areas required by the bill will eliminate many 
of those areas that are now classified as critical but which should be 
free from rent control. Therefore, I support only this limited 
extension of rent control. 
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AMENDMENTS TO SECTION 20B OF THE INTERSTATE 
COMMERCE ACT, RELATING TO MODIFICATION OF 
RAILROAD FINANCIAL STRUCTURES 


ApRIL 10 (legislative day, Apri. 6), 1953.—Ordered to be printed 


Mr. Jounson of Colorado, from the Committee on Interstate and 
Foreign Commerce, submitted the following 


REPORT 
[To accompany 8. 978] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (S. 978) to amend section 20b of the Interstate 
Commerce Act by requiring the Interstate Commerce Commission 
to consider, in stock modification plans, the assents of controlled or 
controlling stockholders, report favorably thereon with amendments 
and recommend that the bill do pass. 


PURPOSE AND NEED OF THE LEGISLATION 


The purpose of this legislation is to improve certain of the procedures 
in voluntary railroad financial reorganizations under section 20b of 
the Interstate Commerce Act which experience has indicated need 
strengthening, viz, to permit all stockholders of a railroad affected by 
a proposed alteration or modification of its financial structure, including 
stockholders controlling or controlled by the railroad, to register 
their assent to the proposed alteration or modification and to require 
the Interstate Commerce Commission to consider their assents; to 
authorize the Commission to adopt general rules and regulations in 
relation to the solicitation of the assents of security holders; to clarify 
the Commission’s authority with respect to the methods to be followed 
in determining whether a sufficient number of affected security holders 
have assented to a proposed plan of modification, and with respect to 
the division of securities into classes; to facilitate the acceptance of 
recapitalization plans approved by the Commission by reducing the 
percentage of required assents to two-thirds of those voting; to protect 
certain contracts reduced to final judgment against carriers invoking 
modification under section 20b; and to expedite reorganizations of 
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carriers in bankruptcy by permitting such carriers an alternative 
basis for filing an application under section 20b. 

The Interstate Commerce Act now provides in section 20b (3) that 
a security or an evidence of indebtedness shall not be deemed to be 
outstanding (and hence, not to be voted) if in the determination of the 
Commission the assent of the holder thereof to any proposed alteration 
or modification is within the control of the carrier or of any person or 
persons controlling the carrier. The experience of the Interstate 
Commerce Commission in administering section 20b has led it to 
believe that denial of the right of stockholders so situated to register 
their assents to proposed alterations or modifications may result in 
the failure of meritorious plans through the refusal or neglect of a 
small minority of stockholders to assent For example, in a recent 
proceeding be fore t he Commission, approximately 57.5 percent of the 
applicant carrier’s common stock was owned by another railroad and. 
under the existing provisions of section 20b in order that a modification 
plan might be approved, it became necessary to secure the assents of 
75 percent of the remaining stock Under this situation, the failure 
of holders of 10.6 percent of the common stock of the carrier to assent 
thereto could block approval of the plan, and this percentage would 
include those holders who could not be located or who failed to indicate 
their position because of disinterest. It is believed that this situation 
places too much power in the hands of a few security holders, and 
encourages a few holders to hold out for better treatment than the 
merits of their position justify. 

Senate bill 978 was introduced and reported by this committee for 
the purpose of removing the inequitable situation which it is believed 
results from the provision of paragraph (3), described above. At the 
same time, in order to afford to minority groups protection from the 
adoption of plans advocated by controlling interests, to which a 
substantial proportion of the minority group has legitimate objec- 
tions, the bill proposes to amend paragraph (2) of section 20b to 
provide that, as to any class of sec murities entitled to vote for directors, 
where the assents of the holders of 25 percent or more thereof are 
determined to be within the control of the carrier or of a person con- 
trolling the carrier, the Commission would be authorized to prescribe, 
as requisite to approval and authorization of an alteration or modifica- 
tion, that assents be obtained from holders of such percentage, in 
excess of the normal 66% percent, of securities affected as the Com- 
mission may deem just onal reasonable and in the public interest. 

Under paragraph (2) of section 20b, the Commission has the respon- 
sibility of examining for suitability all printed matter and_ other 
materials used to influence the assents of security holders by any of 
the parties to a proceeding under section 20b. The necessity of prior 
examination and specific approval or disapproval of all such material, 
when many cases are under consideration, would impose a substantial 
burden upon the Commission. The bill proposes to amend _ this 
paragraph to enable the Commission to adopt general rules governing 
the solicitation of assents or dissents of security holders. Adoption 
of such general rules and regulations would make unnecessary prior 
examination and approval of all such material, and the rules would 
serve as a guide to the parties in preparing, and to the Commission’s 
staff in exercising supervision over the use of such material. At the 
same time, the provision would reserve to the Commission the right 
to make special requirements in particular cases. 
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It has been the practice of the Commission in its reports and orders 
on applications under section 20b to provide for the appointment of a 
depositary by the applicant, subject to the Commission’s approval, 
to which assents are addressed by security holders, and to rely upon 
the certificates of the applicant and the depositary as a basis for its 
findings that the required number of assents has been obtained. The 
authority of the Commission to do this recently has been questioned; 
although the Commission’s action in the particular case was upheld 
by a statutory three-judge Federal district court, it appears desirable 
to remove by legislation any doubt that otherwise might exist respect- 
ing its power to accept the certification of a depositary as evidence in 
determining the result of such submission. 

It would impose a substantial burden upon the Commission, if it 
were required to receive and process assents (and revocations thereof) 
of security holders affected by a proposed modification, whereas large 
banks and trust companies ordinarily are well equipped to handle 
such work. The change in language from the bill as originally intro- 
duced is designed to safeguard the Commission and security holders 
from ineorrect or fraudulent certifications. 

Paragraph 2 is further amended by changing the percentage of 
security holders whose assents are necessary to the final effectiveness 
of a plan of modification from 75 percent of the outstanding securities 
to 6634 percent of those voting provided that as to each class of bonds 
affected by the plan at least 50 percent of the outstanding aggregate 
amount shall have voted. This will make the voting requirements of 
section 20b the same as those under section 77 of the Bankruptcy 
Act except that an additional safeguard is provided by the require- 
ment that at least 50 percent of the outstanding securities be voted. 
In most instances railroad securities are widely distributed. As a 
result, it is practically impossible to secure the views of all security 
holders. Some cannot be located and some are unwilling to register 
their views either for or against a proposed modification. Further- 
more, when a railroad needs to recapitalize, it is almost always due 
to its inability to pay interest on its bonds or dividends on its stock. 
When interest has not been paid on bearer bonds, the owners are 
extremely difficult to locate since the bonds can be transferred from 
one owner to another without the transfer being recorded on the books 
of the company. When dividends have not been paid for many years, 
stock tends to drift into street names instead of being retained in the 
name of the actual owner. This is equally true of any stock that sells 
for a low dollar amount per share. In the latter case some transfer 
expenses are avoided by leaving the stock in street names. When 
these conditions prevail, it is virtually impossible to obtain assents 
from 75 percent of the holders. There is no incentive to the broker 
holding stock in his name to contact the beneficial holder and see that 
he votes on the plan. Since the railroad does not have the name of the 
beneficial holder, and in most instances cannot obtain it, it is not in a 
position to contact him to make certain that he votes on the plan. 
These facts demonstrate that the present basis and the present per- 
centage requirements of the act impose too severe a burden on the 
carrier and place too much control in the hands of small groups who 
can, by controlling substantially less than 25 percent of the out- 
standing securities, block a meritorious plan that has been approved 
by the Commission. This invites speculators to enter the market 
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and “corner” enough of a carrier’s securities to either block a plan 
approved by the Commission or to force the carrier to satisfy un. 
warranted demands for special treatment under the plan. Such 
results are contrary to the purposes for which section 20b was passed 
and are inconsistent with the interest of security holders in genera). 
It is also felt that this amendment to paragraph 2 will tend to eliminate 
some of the practices that carriers have resorted to in order to obtain 
the assents now required by section 20b. 

Paragraph (3) of section 20b presently provides for a finding by 
the Commission that a proposed alteration or modification has heen 
assented to by the requisite principal amount of creditors’ claims or 
number of shares outstanding “of each class of securities affected 
thereby,” but contains no provision for establishing the various 
classes. The three-judge court mentioned above upheld the action 
of the Commission in classifying securities involved in the proceeding 
before the court, but for the future it appears desirable to clarify and 
make certain the power of the Commission to prescribe the classes 
into which securities should be divided. 

The proposed amendment to paragraph 5 of the present act js 
designed to protect certain counties and cities which have obtained 
final judgments from Federal and State courts against carriers based 
on contracts requiring the maintenance of offices, shops, and round- 
houses in such counties or cities. This is substantially the same as 
section 77 (n) of the Bankruptey Act (11 U.S. C. A., see. 205 (n 

This amendment was sponsored by Senator Lyndon B. Johnson of 
Texas for the sole purpose of protecting certain contracts and agree 
ments between the city of Palestine, Tex., and the International 
Great Northern Railroad. These agreements were consummated by 
a contract in 1872 between the county and city of Palestine and the 
International Great Northern Railroad for the purpose of permanently 
locating general offices, shops, and roundhouses in the city of Palestine 
for the return of $150,000 in county bonds and other considerations 
The bonds were issued and paid in full and the county and city also 
made grants of real estate, constructed buildings, and parted with 
other valuable considerations. Pursuant to this contract, the general 
offices, shops, and roundhouses were located in Palestine. The city 
developed under these conditions, its welfare depended, and now 
depends, upon their continuance. The city and county have been 
engaged in a controversy with the railroad company to maintain and 
preserve these contractual rights intermittently for the past 80 vears. 

In 1911 the railroad company undertook to change the location of 
its general offices, and the first litigation ensued, finally resulting in a 
sweeping decision of the Supreme Court of the United States in 1918, 
in favor of the county and city. See J.-G. N. Ry. Co. v. Anderson 
County (246 U. S. 424), whereby the United States Supreme Court 
held that the contracts relied on by the county and city were in all 
respects valid and binding on the railroad company and its successors 
in interest, and that the obligations of the contracts did not burden 
interstate commerce. So that these agreements may be perpetuated, 
the above-mentioned amendment was adopted. 

The-proposed amendment to paragraph 13 will permit railroads in 
reorganization to bring to an early conclusion their release from bank- 
ruptcy. It provides for an alternate method by which railroads in 
reorganization may file a plan under section 20b. The present act 
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provides that a carrier in reorganization may avail itself of the expe- 
ditious procedures of the Interstate Commerce Act only after obtain- 
ing the assurances of assent to a plan of reorganization from 25 percent 
of its security holders, including not less than 25 percent of its bond- 
holders and the permission of the bankruptcy court to file such plan 
with the Commission. Section 5 of the bill eliminates the necessity 
of securing the permission of the bankruptcy court when the carrier 
meets specified earnings requirements over a period of the last 10 
years. In effect it permits the Commission in lieu of the bankruptcy 
court to determine whether the requisite assurances of assent have been 
obtained by the carrier in reorganization seeking to file a plan with the 
Commission. ‘This is consistent with the provisions of paragraph 2 of 
section 20b which permits the Commission in its discretion as a 
condition precedent to consideration of an application to require the 
applicant to secure assurances of assent to its proposed plan. It is 
also consistent with the provisions of paragraph 2 of section 20b which 
provides that all material used in soliciting assents shall be submitted 
to the Commission for approval as to correctness and sufficiency. In 
the light of this responsibility the Commission should be equally 
capable with the bankruptcy court to determine whether the required 
percentage of assurances has, in fact, been obtained. It can hardly 
be argued that the Commission which has primary jurisdiction in the 
formulation of plans of reorganization under section 77 and the sole 
responsibility for approving plans under section 20b is less qualified 
than the court to exercise the limited discretion of determining whether 
25 percent of the security holders have cast their preliminary vote in 
favor of the plan. 

In its comments to the committee on March 19, 1953, the Committee 
on Legislation and Rules of the Interstate Commerce Commission 
indicated that S. 978, as originally drawn, did not afford adequate 
safeguards against its use for purposes of delay instead of expedition. 
This would assume that a debtor company would file a plan of re- 
organization under section 20b at the eleventh hour purely for pur- 
poses of delay. In order to remove this objection and insure against 
the possibility raised by the Commission the proponents of the legisla- 
tion requested the committee to amend section 4 by adding the 
following language before the last word in line 17 on page 5: 
prior to the filing of such application with the Commission such carrier shall have 
obtained assurances satisfactory to the Commission of the acceptance of such plan 
from holders of at least 25 per centum of the aggregate amount of all securities 
including not less than 25 per centum of the aggregate amount of all creditors’ 
claims affected by such plan and the total income available for fixed charges of 


such carrier determined in accordance with the uniform system of accounts as 
prescribed by the Interstate Commerce Commission. 


The committee adopted this amendment. This additional language 
will establish the same condition precedent as to the acceptability of 
a plan to security holders that is required by the present law and by 
requiring this preliminary acceptance by the bondholders and stock- 
holders will prevent any company in reorganization from using the 
provisions of S. 978 to accomplish delay instead of expedition. The 


assents of 25 percent of all security holders including 25 percent of 
the bonds could not be obtained for a plan that was not fundamentally 
sound and had a good probability of being accepted by the necessary 
percentage when approved by the Commission. The Congress so 
found in establishing this preliminary percentage in the present law. 
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This additional requirement will also afford the Commission ay 
opportunity to determine whether the carrier filing a 20b plan meets 
the earnings test set forth in section 5 of the bill. 

To meet further the comments contained in the Commission's 
letter and to eliminate any doubt as to the earnings test to be applied 
by the Interstate Commerce Commission in determining whethir 9 
carrier may file an application, the proponents further suggested the 
latter part of the foregoing amendment which reads: 
total income available for fixed charges of such carrier determined in accordang 
with the uniform system of accounts as prescribed by the Interstate Commerm 
Commission. 

The committee adopted this amendment. 

With the foregoing amendments adopted by the committee, thy 
objectives of Congress in passing section 20b will be aided. Ip 
reporting H. R. 2298, which became section 20b of the Interstate 
Commerce Act, this committee pointed out that the bill was designe 
to provide simpler and less expensive means of reorganization for 
railroads contemplating or needing financial modification. It furthe: 
stated: 

Basically, its principal use will be to avoid the lengthy, cumbersome, and 
expensive section 77 procedures for railroads hereafter desiring to modify their 
financial structures, 

The report continued: 

The committee is of the opinion that there is no logical reason to make availa! 
to railroads which may find themselves in financial difficulties in the futur 
advantages of the new streamlined procedures provided for in the bill and at 
same time deny these procedures to roads presently in financial difficulties. 

The Missouri Pacific Railroad Co was one of the roads specificall) 
referred to in the report. 

Thus, section 20b was designed to accomplish what section 77 
of the Bankruptcy Act had failed to provide. The experience unde: 
section 20b indicates that in practice it is providing expeditious relic! 
to railroads in and out of reorganization who require modificatio 
of their financial structure. The Central Railroad of New Jersey 
accomplished a reorganization under section 20b in approximately | 
vear after it had unsuccessfully tried for many years to effectuate a 
reorganization under the Bankruptey Act. 

An example of a railroad that has been in reorganization for 2 
years and for which the Commission has approved 8 separate plans 
of reorganization is the Missouri Pacific. In a recent decision th 
Commission found that its last plan of reorganization required recon- 
sideration. The Missouri Pacific proceeding demonstrates the virtual 
impossibility of achieving reorganization for railroads under section 77 
in a reasonable length of time. <A review of reorganizations of tli 
Chicago, Rock Island & Pacific, the St. Louis & San Francisco, the 
New Haven, the Denver & Rio Grande Western, and the New York, 
Ontario & Western confirms this conclusion. In all cases the railroads 
in question were, or still are, in reorganization after more than a 
decade from the filing of the petition under section 77 of the Bank- 
ruptey Act. 

Section 5 of the proposed bill further changes the time period which 
a railroad in reorganization may have to complete its recapitalization 
under section 20b. The present act provides for 12 months after the 
filing of the application and the proposed bill would extend this to 
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18 months, which is more in line with the average length of time which 
the Commission, carriers, and the security holders have required to 
complete a recapitalization under section 20b. 


SCOPE OF THE LEGISLATION 


Paragraph (2) of section 20b is amended so as to grant the Com- 
mission more spec ific authority to issue regulations governing solicita- 
tion of assents. It also specifics ally authorizes the Commission to 
direct a bank or trust company to handle submissions and certify the 
results thereof. It reduces the basis and percentage of assents re quired 
for the acceptance of a plan approved by the Commission. The 
present law requires the assent of 75 percent of all outstanding 
security holders affected by the plan. The amendment would change 
this to two-thirds of each class of security holders reported as voting 
with the proviso that at least one-half of the outsts anding creditors in 
any affected class shall have voted. It also grants the Commission 
larger authority with respect to the percentages required in cases 
where two-thirds of the securities of an applicant carrier are held by 
tt few persons. 

The proposed amendment to paragraph (3), which would permit the 
assents of controlled or controlling interests to be counted, would 
apply only in the case of securities entitled to vote for the election 
of directors of the carrier. The descriptive phrase “securities entitled 
to vote for the election of directors” has been used in order to embrace 
all securities having the essential characteristics of capital stock. 
It is obviously undesirable that a carrier, or controlling or controlled 
person, be permitted to vote on a question affecting rights of bond- 
holders, inasmuch as the carrier may have a conflicting interest. 
The proposed amendment would effect no change in the voting of 
securities of that kind. 

By the addition of a new sentence at the end of paragraph (3) of 
section 20b, the Commission would be specifically empowered to divide 
the securities to be affected by any proposed modification into such 
classes as it shall determine to be just and reasonable. The power 
thus given to the Commission would be similar to that vested in the 
district courts by section 197 of chapter X of the Bankruptey Act, 
governing corporate reorganizations, and by section 77 (c) (7) of the 
same act, governing railroad reorganizations. 

Section 4 of the bill amends paragraph (13) so as to afford carriers 
in reorganization an alternate way of availing themselves of less 
cumbersome and less expensive procedures of section 20b. It would 
permit a Carrier meeting specified earnings requirements to file an 
application with the Interstate Commerce Commission after the 
Interstate Commerce Commission instead of the court had determined 
that the carrier had obtained the required preliminary assents to its 
proposed plan of reorganization. It would also extend the time 
which the Commission and all parties would have for consideration 
of the plan from 12 to 18 months. 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (new matter is printed in italics 
matter proposed to be omitted in brackets, existing law in which no 
change is proposed is shown in roman): 


INTERSTATE COMMERCE AcT 
* * * * * * " 


Sec. 20b. (2) Whenever an alteration or modification is proposed under para- 
graph (1) hereof, the carrier seeking authority therefor shall, pursuant to s 
rules and regulations as the Commission shall prescribe, present an applicat 
to the Commission. Upon presentation of any such application, the Commissio; 
may, in its discretion, but need not, as a condition precedent to further considera- 
tion, require the applicant to secure assurances of assent to such alteration or 
modification by holders of such percentage of the aggregate principal amount or 
number of shares outstanding of the securities affected by such alteration or modi- 
fication as the Commission shall in its discretion determine. If the Commissio; 
shall not require the applicant to secure any such assurances, or when such 
assurances, as the Commission may require shall have been secured, the Comn- 
mission shall set such application for public hearing and the carrier shall giv 
reasonable notice of such hearing in such manner, by mail, advertisement, or 
otherwise, as the Commission may find practicable and may direct, to holders of 
such of its classes of securities and to such other persons in interest as the Com- 
mission shall determine to be appropriate and shall direct. If the Commission, 
after hearing, in addition to making (in any case where such alteration or modi- 
fication involves an issuance of securities) the findings required by paragraph 
of section 20a, not inconsistent with paragraph (1) of this section shall find that 
subject to such terms and conditions and with such amendments as it shall deter- 
mine to be just and reasonable, the proposed alteration or modification— 

(a) is within the scope of paragraph (1); 

(b) will be in the public interest; 

(c) will be in the best interests of the carrier, of each class of its stock- 
holders, and of the holders of each class of its obligations affected by such 
modification or alteration; and 

(d) will not be adverse to the interests of any creditor of the carrier not 
affected by such modification or alteration, 

then (unless the applicant, carrier shall withdraw its application) the Commissio: 
shall cause the carrier, in such menner as it shali direct, to submit the proposed 
alteration or modification (with such terms, conditions, and amendments, if any 

to the holders of each class of its securities affected thereby, for acceptance or 
rejection. [All letters, circulars, advertisements, and other communications, and 
all financial and statistical statements, or summaries thereof, to be used in soliciting 
the assents or the opposition of such holders shall, before being so used, be sub- 
mitted to the Commission for its approval as to correctness and sufficiency of 
the material facts stated there.] The Commission shall have the power to mak 
such general rules and regulations and such special requirements in any particular 
case in respect of solicitation of the assents or opposition of such holders, as it shall 
deem necessary or desirable; and no solicitation shall be made, and no letter, circular, 
advertisement, or other communication, or financial and statistical statements, or 
summaries thereof, shall be used in any such solicitation, in contravention of such 
rules, regulations, or special requirements. The Commission may direct that the 
assents (and any revocations thereof) of such holders to the proposed alteration or 
modification shall be addressed to a bank or trust company, approved by it, which 1s 
incorporated under the laws of the United States or any State thereof, has a capital 
and surplus of at least $2,000,000, and is a member of the Federal Reserve Systen 

Any bank or trust company so approved shall certify to the Commission the res 
of such submission and shall retain for a period of five years all assents and other 
ocuments received in connection therewith. The Commission may, in its discret 

accept such certificaiion as evidence in determining the result of such submission 
If the Commission shall find that as a result of such submission the proposed 
alteration or modification has been assented to by the holders of at least [75 per 
centum of the] two-thirds of the outstanding aggregate principal amount or number 
of shares [outstanding of] reported as voting in each class of securities affected 
thereby and that the total vote reported in each class of creditors’ claims affected 
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hy is ct least one-half cf the outstanding aggregate principal amount of such 
[(or in any case] (or as to any class (i) where [75 per centum] two-thirds 

reof is held by fewer than twenty-five holders, or (ii) which is entitled to vote 

he election of directors of the carrier and the assents of the holders of 25 per centum 

yre thereof are determined by the Commission to be within the control of the carrier 

f any person or persons controlling the carrier, such larger percentage, if any, 

he Commission may determine to be just and reasonable and in the public 
rest), the Commission shall enter an order approving and authorizing the 
osed alteration or modification upon the terms and conditions and with the 
iments, if any, so determined to be just and reasonable. Such order shall 
provision as to the time when such alteration or modification shall become 

| be binding, which may be upon publication of a declaration to that effect by 

e carrier, or otherwise, as the Commission may determine. Any alteration or 
odifieation which shall become and be binding pursuant to the approval and 
authority of the Commission hereunder shall be binding upon each holder of any 
security of the carrier of each class affected by such alteration or modification, 
and upon any trustee or other party to any instrument under which any class of 
obligations shall have been issued or by which it is secured, and when any altera- 
tion or modification shall become and be binding the rights of each such holder 
and of any such trustee or other party shall be correspondingly altered or modified, 
3) For the purposes of this section a class of securities shall be deemed to 

be affected by any modification or alteration proposed only (a) if a modification 
or alteration is proposed as to any provision of such class of securities, or (b) if 
any modification or alteration is proposed as to any provision of any instrument 
pursuant to which such class of securities shall have been issued or shall be 
secured: Provided, That in any case where more than one ¢lass of securities shall 
have been issued and be outstanding or shall be secured pursuant to any instru- 
nent, anv alteration or modification proposed as to any provision of such instru- 
ment, Which does not relate to all of the classes of securities issued thereunder, 
shall be deemed to affect only the class or classes of securities to which such 
alteration or modification is related. For the purpose of the finding of the 
Commission referred to in paragraph (2) of this section as to whether the required 
percentage of the outstanding aggregate principal amount or number of shares 
[outstanding of] reported as voting in each class of securities affected by any 
proposed alteration or modification has assented to the making of such alteration 
or modification, any security which secures any evidence or evidences of indebted- 
ness of the carrier or of any company controlling or controlled by the carrier 
shall be deemed to be outstanding unless the Commission in its discretion deter- 
mines that the proposed alteration or modification does not materially affect 
the interests of the holder or holders of the evidence or evidences of indebtedness 
secured by such security. Whenever any such pledged security is, for said 
purposes, to be deemed outstanding, assent in respect of such security, as to any 
proposed alteration or modification, may be given only (any express or implied 
provision in any mortgage, indenture, deed of trust, note, or other instrument 
to the contrary notwithstanding) as follows: (a) Where such security is pledged 
as security under a mortgage, indenture, deed of trust, or other instrument, 
pursuant to which any evidences of indebtedness are issued and outstanding, by 
the holders of a majority in principal amount of such evidences of indebtedness, 
or (b) where such security secures an evidence or evidences of indebtedness not 
issued pursuant to such a mortgage, indenture, deed of trust, or other instrument, 
by the holder or holders of such evidence or evidences of indebtedness; and in 
any such case the Commission, in addition to the submission referred to in para- 
graph (2) of this section, shall cause the carrier in such manner as it shall direct 
to submit the proposed alteration or modification (with such terms, conditions, 
and amendments, if any, as the Commission shall have determined to be just and 
reasonable) for acceptance or rejection, to the holders of the evidences of indebted- 
ness issued and outstanding pursuant to such mortgage, indenture, deed of trust, 
or other instrument, or to the holder or holders of such evidence or evidences of 
indebtedness not so issued, and such proposed alteration or modification need 
not be submitted to the trustee of any such mortgage, indenture, deed of trust, 
or other instrument, but assent in respect of any such security shall be determined 
as hereinbefore in this section provided. For the purposes of this section a 
security (other than a security entitled to vote for the election of directors of the carrier) 
or an evidence of indebtedness shall not be deemed to be outstanding if, in the 
determination of the Commission, the assent of the holder thereof to any pro- 
posed alteration or modification is within the control of the carrier or of any 
person or persons controlling the carrier. The Commission shall, for the purposes 
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of this section, divide the securities to be affected by any modification or alteration 
proposed into such classes as it shall determine to be just and reasonable. 
” * * * * * 

(5) (a) The authority conferred by this section shall be exclusive and ple: 
and any carrier, in respect of any alteration or modification authorized a: 
proved by the Commission hereunder, shall have full power to make any h 
alteration or modification and to take any actions incidental or appropriate 
thereto, and may make any such alteration or modification and take any sy¢ch 
ac tions, and any such alteration or modification may be made without securing 
the approval of the Commission under any other section of this Act or other para. 
graph of this section, and without securing approval of any State authority, and 
any carrier and its officers and employees and any other persons, participating 
the making of an alteration or modification approved and authorized under 
provisions of this section or the taking of any such actions, shall be, and 
hereby are, relieved from the operation of all restraints, limitations, and prohibi- 
tions of law, Federal, State, or municipal, insofar as may be necessary to enable 
them to make and carry into effect the alteration or modification so approved 
and authorized in accordance with the conditions and with the amendme: f 
any, imposed by the Commission. Any power granted by this Section to a 
carrier shall be deemed to be in addition to and in modification of its powers und 
its corporate charter or under the laws of any State. The provisions of this x 
tion shall not affect in any way the negotiabilitv of anv security of any carrier 
of the obligation of any carrier which has assumed liability in respect there 

(5) (b) No plan of alter stion or modification of a carrier's securi ics or oth 
of reorganization or consolidation of a carrier under this section of the Ini 
Commerce Act or order of the bankrupte y court or of the Interstate Commer: 
mission in connection there with shall relicve any carrier from the obliga‘ion 
final judgment of any Federal or State court rend red prior to January 1, 
against such carrier or against one of its predecessors vn tit's, requiring the mai? 
of office 2. shops, and roundhouses at an y place, where such judame nt was rend 
account of the making of a contract or contracis by such carrier or one of i!s pred 
in title so providing. 

* * + * * * 

(13) The Commission shall aot approve an application filed under this sé 
by any carrier while in equity receivership or in process of reorganization u 
section 77 of the Bankruptey Act, as amended, except that the Commissior 
approve an application filed by a carrier which, on the date of enactment of 
Act, is in equity rece ive rship and with re spect to which no order confirming 
sale of the carrier’s property has been entered, is In process of reorga 
under section 77 and with respect to which no olan confirming a plao shall 
been entered, or, such an order having been entered, if an appeal from said ord 
is pending on said date in a circuit court of appeals or the matter is pending 
the Supreme Court on a petition to review any order of a circuit court of ap; 
dealing with said order of confirmation or the time within which to make« 
appeal or to file such petition has not expired, if ei‘her (7) prior to the fil 
such application with the Commission such carrier shall have applied for 
been granted permission to file such application by the district judge before w! 
the equity receivership or section 77 proceeding is pending [J], or (27) p 
ihe filing of such application with the Commission such carrier shall have ob 
assurances sa'isfactory to the Commission of the acceptance of such plan from ho 


of at least 25 per centum of the cggregate amount of all securi’ies, includina no 


than 25 per conium of the aggregate amount of all creditors’ claims affected by 
plan and the toial income available for fixed charges of such carrier determi? 
accordance with the uniform system of accounts as prescribed by the Inters‘a'e ( 
merce Commission during the ten calendar or fiscal years ending las‘ before the J 

of such applica‘ion shall have exceeded the total of such fixed charges for such p 

by at least 50 per centum. Any such carrier applying for permission to file su 
application under (i) above shall file with the court as a prerequisite to the granting 
of such permission (1) a copy of the proposed application, (2) a copv of the pro- 
posed plan of alteration or modification of its securities, and (3) assurances 
satisfactory to the court of the acceptance of such plan from holders of at least 
25 per centum of the aggregate amount of all securities, including not less than 
25 per centum of the aggregate amount of all creditors’ claims, affected by such 
plan. An order of a district judge granting or withholding such permission shall 
be final and shall not be subject to review. Upon granting of such permission, 
by the district judge under (i) above, or filing of such application by such carrier 
with the Commission under (ii) above, such proceeding, so far as it relates to a plan 
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f reorganization, shall be suspended until the Commission shall have notified 
ourt that (a) the application filed by such carrier under this section has been 
smissed or denied by the Commission or withdrawn, (b) the Commission has 
approved and authorized an alteration or modification under this section with 
respect to the securities of such carrier, or (c) [twelve months] eighteen months 
have elapsed since the filing of such application and no such alteration or modifi- 
cation has been approved and authorized by the Commission. Upon receipt by 
the court of notification that such application has been dismissed or denied or 
withdrawn or that [twelve months] eighteen months have elapsed and no altera- 
tion or modification has been approved and authorized, the equity receivership 
or section 77 proceeding shall be resumed as though permission to file application 
nder (7) of this section had not been granted [.] or an application under (ii) of 
this section had not been filed. Upon receipt by the court of notification that the 
Commission has authorized and approved such alteration or modification of the 
earrier’s securities under this section as, in the judgment of the court, makes 
further receivership or section 77 proceeding unnecessary, the court shall enter 
an order restoring custody of the property to the debtor, and making such other 
provision as may be necessary to terminate the equity receivership or section 77 
proceeding. 
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ANTIRACKETEERING AMENDMENT TO 
TRANSPORTATION ACT OF 1940 


Apri 10 (legislative day, Apri 6), 1953.— Ordered to be printed 


Mr. Hunt, from the Committee on Interstate and Foreign Commerce, 
submitted the following 


REPORT 


[To accompany 8. 275] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 275) to further define the national transportation 
policv, having considered the same, report favorably thereon with 
amendments and recommend that the bill as amended do pass. 

The amendments are as follows: 


EXPLANATION OF COMMITTEE AMENDMENTS 


Amendment No. 1: On page 1, line 10, omit the words “or unethical 
business”’. 

Your committee is of the opinion that the expression, “unethical 
business tactics’ is not sufficiently precise to constitute a valid 
criterium and that it would grant the Interstate Commerce Commis- 
sion too broad powers 

Amendment No. 2: On page 2, line 1, between the words, ‘ the” 
and “‘likelihood’’ insert “reasonable” 

In amending the bill, by inserting the word “reasonable” before 
the word “likelihood,” your committee believed that it was necessary 
to establish a safeguard against possible arbitrary action taken against 
an applicant for or holder of operating rights solely on the basis of a 
criminal record. The bill is not designed to persecute those former 
criminals who have reformed and evidence an honest desire to engage 
in a legitimate business. 


26006 





2 ANTIRACKETEERING AMENDMENT TO TRANSPORTATION ACT OF 194/ 


DEFINITION OF TERMS 


The word “racketeering,” as used in this bill, is intended in the sens: 
defined in the case of United States v. MeClone (19 Fed. Supp. 285 
287), as follows: 

Racketeering is the organized use of threats, coercion, intimidation, and wsé 
violence to compel the payment for actual or alleged services of arbitrary or 
excessive charges under the guise of membership dues, protection fees, royalties 
or service rates, the cloak of blackmail and extortion. 

The word “extortion,” as used in this bill, should be read in its 
ordinary meaning as defined in the case of United States v. Deavre 
(14 Fed. 595, 597) and cited with approval in Daniels v. United State 
(17 Fed. 2d 339, 342; see also, 11 L. R. A. 656), as follows: 

The ordinary meaning of the word ‘extortion’ is the taking or obtaining 
anything from another by means of alleged compulsion or oppressive actior 

The Interstate Commerce Commission could find that such compul- 
sion or oppressive action did exist in a particular case. 

Finally, as used in this bill, “terrorism’’ means any policy of intim- 
idation. As explained by the court in the case of Pray v. Pray (5; 
So. 666, 128 La. 1037) 


Intimidation as it relates to law has a definite meaning and consists in putting 
a person in fear in some way. 


PURPOSE OF THE LEGISLATION 


The purpose of this legislation, which is virtually the same as 5 
1899 approved by the Senate in the last Congress, is to establish as a 
matter of policy the intent of Congress that the transportation indus- 
try, insofar as it is subject to the Interstate Commerce Act, shall be 
kept free of terrorism, extortion, racketeering, or similar unlawful 
business tactics. Therefore, the bill would add a statement to th 
national transportation policy, which policy was adopted in the 
Interstate Commerce Act by the Transportation Act of 1940. 

The bill is intended also to strengthen the position of the Interstat: 
Commerce Commission in dealing with the above-mentioned prac- 
tices. Because the declaration of policy sets the scope and purposi 
of the entire act, within which the Commission is required to ad- 
minister and enforce the several provisions thereof, the bill would 
provide the Commission with a strong congressional directive so that 
there will be no question as to its use of all the powers conferred by 
the act to deal with such problems wherever they may arise. 


NEED FOR THE LEGISLATION 


Although no hearings were held by the committee on this specific 
legislation, the need for it became evident during the extensive hear- 
ings be fore the Special Committee To Investigate Organized Crime in 
Interstate Commerce (pursuant to S. Res. 202). The bill itself springs 
from recommendation XXII in the special committee’s third interim 
report, which called attention to the incursions by certain racketeers 
into the transportation industry, particularly in New Jersey an¢ 
Michigan. In view of the vital position transportation holds in rela- 
tion to the economy and security of the Nation, the national welfare 
demands a competitive and completely gangster-free management of 
this segment of business. 
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| The specific instances of gangster control of segments of the trans- 
portation industry, while few in number, nevertheless indicate the 
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dangers involved; and when viewed in conjunction with the definite 
trend of racketeer infiltration of legitimate business, described in the 
pecial committee’s report, the need for remedial and anticipatory 
legislation becomes apparent. 

In view of the lengthy reports of the special committee, it is sufficient 
merely to note the cases of Joe Adonis, one of the Nation’s most 
notorious racketeers, who owns stock in the Automotive Conveying 
Co., which hauls automobiles from Edgewater, N. J., to various points 
n the East, and also that of Anthony D’Anna, a former Detroit 
hootlegger and racketeer. The case of D’Anna, whose company, the 
i. & L. Transport, Inc., of Michigan and Indiana, hauls most of the 
Fords produced in the Dearborn and Highland Park plants, is a prime 
example of the tactics used by gangsters to “muscle in’”’ on legitimate 
business enterprise. 

The use of illegally acquired resources (which characterizes such 
cangster infiltration of legitimate business) to obtain strong economic 
influence and control of transportation agencies must create the pre- 
sumption that the national transportation policy of fostering sound 
economic conditions in the industry is not being served in those in- 
stances. Nor is the policy of a healthy transportation system being 
promoted when, as the special committee’s report shows, there are 
indications that possible competitors are fearful of filing applications 
for competitive permits where the territory is being served by a 
gangster-permeated company. 

The legislative committee of the Interstate Commerce Commission 
has expressed its opinion that the bill will measurably strengthen the 
Commission’s position in dealing with these practices and it recom- 
mends the enactment of this legislation. 

No objections have been made to this bill. 


SCOPE OF THE LEGISLATION 


While this bill in general implements recommendation XXII of the 
special committee’s third interim report, it does not adopt the exact 
approach originally recommended. Whereas the special committee 
recommended the application of a standard of moral fitness for holders 
of certificates of convenience and necessity under the Interstate 
Commerce Act, this committee feels that a direct imposition of such 
a standard would give rise to very difficult questions of application 
and interpretation and might tend to embarrass and hamper the 
Interstate Commerce Commission rather than facilitate its work in 
this field. 

Aithough a representative of the Interstate Commerce Commission 
testified that his agency has no power to revoke a certificate or per- 
mit of a carrier because of the character of the person or the activities 
of such person, this committee feels that the Commission has ample 
authority to police not only applicants for certificates, permits, and 
licenses, but also holders thereof. In any case where an outstanding 
certificate or permit is being abused, the Commission may intervene 
to impose a corrective term or condition therein, and failure on the 
part of the operator to comply (e. g., to clean house), would constitute 
a violation of the act for which such outstanding certificate or permit 
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could be revoked in the case of motor carriers and freight forwarders, 
or enforced in the courts in the case of water carriers. 

The bill, therefore, strengthens the authority which is already held 
by the Commission by formally directing that the Interstate Com. 
merce Commission shall give due regard in all cases to any evidence of. 
the use of terrorism, extortion, racket teering, and similar unlawfyl 
tactics or the reasonable likelihood of the use of such tactics by any 
applicant for or transferee or holder of any certificate, permit, 
license issued or outstanding under the Interstate Commerce Act q or 
any of its amendments. 

Any hesitancy or spirit of uncertainty felt by the Commission jp 
dealing with such cases in the past will now become unnecessary under 
this direct congressional mandate. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 

Rules of the Senate, changes in existing law made by the bill, as re. 

orted, are shown as follows (new matter is printed in italics, existing 
aw in which no change is proposed is shown in roman): 


Tue INTERSTATE COMMERCE AcT NATIONAL TRANSPORTATION PoLicy 


It is hereby declared to be the national transportation policy of the Congress 
to provide for fair and impartial regulation of all modes of transportation subject 
to the provisions of this Act, so administered as to recognize and preserve the 
inherent advantages of each; to promote safe, adequate, economical, and efficient 
service and foster sound economic conditions in transportation and among the 
several carriers; to encourage the establishment and maintenance of reasonable 
charges for transportation services, without unjust discriminations, undue 
preferences or advantages, or unfair or destructive competitive practices; to co- 
operate with the several States and the duly authorized officials thereof; and 
to encourage fair wages and equitable working conditions—all to the end of 
developing, coordinating, and preserving @ national transportation system by 
water, highway, and rail, as well as other means adequate to meet the needs of 
the commerce of the United States, of the postal service, and of the national 
defense. All of the provisions of this Act shall be administered and enforced with 
a view to carrying out the above declaration of policy. 

It is hereby further declared to be the policy of the Congress that all modes of tans- 
portation subject to this Act shall be kept free of terrorism, extortion, racketeering, 
and similar unlawful tactics, and to this end due regard shall be given ‘in all cases to 
any evidence of the use of such tactics, or the reasonable likelihood of the use of such 
tactics, by any applicant for, or transferee or holder of any certificate, permit, or 
license issued or outstanding under this Act, 01 under any amendment thereto. 
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ESTABLISHMENT OF A NEW COMMISSION TO REGULATE 
PUBLIC TRANSPORTATION OF PASSENGERS WITHIN 
THE WASHINGTON METROPOLITAN AREA 


\priL 14 (legislative day, Aprit 6), 1953.—Ordered to be printed 


\fr. Payne, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany 8. 922} 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 922) to provide for a Commission to regulate the public 
transportation of passengers by motor vehicle and street railroad 
within the metropolitan area of Washington, D. C., having considered 
the same, report favorably thereon, with amendment, and recommend 
that the bill as amended do pass. 

The amendment is as follows: 

Page 5, between lines 22 and 23, insert the following subsection: 

c) All provisions of law (including those providing for judicial review) appli- 

» to the decisions, orders, rules, regulations, or other actions taken or issued 
the Publie Utilities Commission of the District of Columbia with respect to 

‘+h common earriers shall be applicable to the decisions, orders, rules, regula- 

ms, or Other actions of the Commission. 


EXPLANATION 


S. 922 was introduced by Senator Johnson of Colorado, and referred 
to the Committee on Interstate and Foreign Commerce on February 
13, 1953. The bill was reported from that committee by Senator 
Johnson on March 20, 1953 (Rept. No. 118), and, when it was reached 
on the call of the calendar of March 30, 1953, Senator Hendrickson, 
at the request of Senator Case, asked unanimous consent to refer 
5. 922 to the Committee on the District of Columbia for further study, 
with instructions to report back to the Senate within 2 weeks, and it 
was so ordered. On April 13, 1953, the Senate extended the time 
until April 20, 1953 

On April 2, 1953, a hearing was held on S. 922 before the Subcom- 
mittee on Business and Commerce, of the Senate District of Columbia 
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Committee, and there were 17 witnesses who appeared to. testify. 
The subcommittee met in executive session on April 9, 1953, and unan- 
imously agreed to report the bill, with the above amendment, to the 
full committee for favorable consideration. 

The amendment was suggested by some witnesses during the hear 
ing. Its purpose is to clarify the scope of authority transferred to the 
new Commission under the provision of the act. 

Senate Report No. 118, from the Committee on Interstate and 
Foreign Commerce, is adopted by this committee and is made a part 
of this report. 

The bill was favorably reported by a unanimous vote of the Senate 
District of Columbia Committee. 
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CHANGES IN CERTAIN SENATE COMMITTEES 


AprIL 14 (legislative day, Aprit 6), 1953.—Ordered to be printed 


r. JENNER, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S. Res. 32] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 32) temporarily increasing the membership 
of the Committees on Armed Services and Labor and Public Welfare, 
with proposed amendments, having considered the same, report it 
unanimously and adversely to the Senate. 

This resolution, for the period of the 83d Congress, would assign 
to service on the Committee on Armed Services and the Committee 
on Labor and Public Welfare one additional member of the majority 
together with the junior Senator from Oregon (Mr. Morse). 

As proposed to be amended, the resolution would also reduce the 
membership of the Committee on the District of Columbia and the 
Committee on Public Works to 8 each, and provide that 16 (rather 
than 14) majority Senators may have assignments to 3 standing 
committees and no more. 

The Committee on Rules and Administration recommends the 
rejection of these proposals as disruptive of the presently established 
committee structure of the Senate. 

Committee assignments arise out of party division in the Senate. 
As nearly as possible, they represent the percentage division between 
the two major parties on the floor. Customarily they also reflect a 
Senator’s preference for committee work. Quite often, however 
they do not; and, since the adoption of the Case resolution in January, 
the total of assignments to a committee now represents, in some 
measure, the Senate’s recognition of the workload imposed on it. 

Senate Resolution 32, as proposed to be amended, disturbs the 
existing equitable balance of committee assignments. Membership 
would be increased on 2 committees and decreased on 2. 

Party representation on two committees would be evened and, 
the case of each, majority control formally surrendered. To do din T- 
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wise would necessitate more than 16 members of the majority to 
serve on 3 committees, 

On two committees majority representation would be increased 
without any gain for the minority. In all, the majority would have a 
net gain of | committee seat and the minority a net loss of 1. Party 
division would be widened in regard to triple committee assignments 
with the majority and minority members serving on 3 committees in 
a 15-to-2 ratio instead of the 14-to-3 spread now in effect. 

The Committee on Rules and Administration is convinced that such 
ES would operate to the disadvantage of the Senate and to the 

rity and minority varties. The workload of the Senate has been 
equit: bly distributed withim the present committee structure, and no 
valid purpose could be served by changing it. The majority and 
minority parties would sustain iaeqauities that are objectionable and 
contrary to long-established custom. 

There are additional reasons for failure to accommodate the junior 
Senator from Oregon. Other Senators, originally dissatisfied with 
one or both their committee a signments, but now more or less recon- 
ciled to them, could quite properly expect the same preferment. 
To adopt Senate Resolution 32, as proposed to be amended, would 
also reopen the whole q estion of committee structure, now fitted 
to the close political division existing in the Senate. Action taken 
by the Senate on committees in January guaranteed to each Senator 
the right to two committee assignments as provided in the Legislative 
Reorganization Act of 1946. To overturn that action, to reopen 
debate on the whole field of committee preferences, will accomplish 


little for the Senate, and its legislative program, at this date. 
further, the minority objects to the loss of one of its triple commit- 


tee assignments now granted to it by the Senate. 


All three Democratic Senators, who now hold these triple assign- 
ments, enjov hich seniority on all such committees. It is pot known 
which Senator of the three would surrender one of his posts in order 
that, under this resolution, the minority member leaving the Com- 
mittee on Public Works might then have two committee places 
accorded to him by law. That accommodation would have to be 
made, however. The minority members of this committee refuse 


tos ipport a condition WW hae re one of th ur colleagues W ill be compelled 
to give up something already acquired, and something that has gone 
to himas aright given, by the Senate. 
my oes e 4) es Ee aR : Stina a3 
phe precedents of the Senate, DY Which the two political parties 
have, for lone vears, harmoniously collaborated to establish com- 
mittees, should be followed, and Senate Resolution 52, as proposed 


to be amended, should not be adopted, 
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PROCEEDINGS AGAINST RUSSELEL~W. DUKE FOR 
CONTEMPT OF THE SENATE 


Aprit 15 (legislative day, Apri 6), 1953.—Ordered to be printed 


McCarruy, from the Committee on Government Operations, 
submitted the following 


REPORT 


[To accompany 8. Res. 103] 


The Senate Permanent Subcommittee on Investigations of the Com- 
mittee on Government Operations as created and authorized by the 
Committee on Government Operations, under the Standing Rules of 
the Senate, caused to be issued a subpena to Russell W. Duke. Said 
subpena directed Russell W. Duke to appear before the said subcom- 
mittee at 2 p. m. on January 13, 1953, in room 101, Senate Office 
suilding, Washington, D. C., then and there to testify relative to 
such matters under consideration by said subcommittee. The date 
of the subpena was January 11, 1953. Attendance pursuant to said 
subpena was held in executive session on January 15, 1953, at which 
time the witness appeared and testified. The subpena served upon 
the said Russell W. Duke is set forth as follows: 


UNITED STATES oF AMERICA 
CONGRESS OF THE UNITED STATES 


To Russptt W. Duks, Greeting: 

Pursuant to lawful authority, you are hereby commanded to appear before the 
Permanent Subcommittee on Investigations of the Committee on Government 
Operations of the Senate of the United States, on Tuesday, January 13th, 1953, 
at 2 o’clock p. m., at their committee room 101, Senate Office Building, then and 
there to testify what you may know relative to the subject matters under con- 
sideration by said committee. 

Hereof fail not, as you will answer your default under the pains and penalties 
in such cases made and provided. 

To James F. Sheridan to serve and return. 

Given under my hand, by order of the committee, this 11th day of January, in 
the year of our Lord one thousand nine hundred and fifty-three. 


Joun L. McCuLe.ian, 
Chairman, Committee on Government Operations. 
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The said subpena: was duly served, as appears by the return ; 
thereon by James I. Sheridan, an investigator on the staff of the said 
subcommittee, who is authorized to serve the said subpena. Th 
return of service made by the said James F. Sheridan, being endorsed 
thereon, is set forth below: 


JANUARY I1, 195 
I made service of the within subpena by handing the original to the wit 
named Russell W. Duke, Conrad Hilton Hotel, Room 1353A, Chicago, Illinois 
at 10:15 o’elock PM CST, on the Lith day of January 1953. 


JAMES F. SHERIDAN—10:35 PM 1/11/53 


The said Russell W. Duke, pursuant to said subpena and in compli- 
ance therewith, appeared before the said subcommittee on January 15 
1953, in executive session to give such testimony as required by th 
subcommittee. 

At the conelusion of the testimony of Russell W. Duke, he was 
advised by Senator Joseph R. MeCarthy, chairman of the subcom- 
mittee, that he was still under subpena and was ordered to return and 
appear before the subcommittee on February 2, 1953, at 10 o'clock 
in the morning, unless notified of some other time of appearance 

On January 30, 1953, the said Russell W. Duke was telephonically 
contacted at Cleveland, Ohio, by Francis D. Flanagan, general 
counsel of the said subcommittee, and was advised that he was still 
subject to the subpena, but was informed that he was excused from 
appearance until February 16, 1953, or until some other date to by 
designated by the subcommittee. 

Subsequently, it was decided by the subcommittee to hold open 
hearings in connection with the case in which the said Russell W 
Duke was to be a witness during the week of April 13. Pursuant to 
these instructions General Counsel Francis D. Flanagan, on April 7, 
again telephonically contacted the said Russell W. Duke at Montreal, 
Canada, and advised him that he, Russell W. Duke, was still under 
subpena by the said subcommittee and was expected to appear before 
the Sacre gegen in Room 101, Senate Office Building, Washington, 
D. C., at 10 a. m., on Monday, April 13. During the course of this 
telephone cman Mr. Flanagan requested the said Russell W 
Duke to confirm that telephone conversation by collect telegram 
The said Russell W. Duke thereafter did confirm this telephone 
conversation in a telegram dated April 7, 1953, addressed to Mr 
Flanagan. This telegram is attached as exhibit 1. 

At the time of the above-referred-to telephone conversation of 
April 7, 1953, between Duke and Flanagan, Duke informed Flanagan 
that he, Duke, had no funds available for transportation from Mont- 
real to Washington, D. C., and he, Duke, was at that time advised 
by Flanagan that an airplane tic ket for Duke's transportation from 
Montreal to Washington would be forwarded immediately to him by 
registered mail. Thereafter , by letter dated April 8, 1953. (see 
exhibit 2), from Flanagan to Duke, an airplane ticket for Duke’s 
transportation from Montreal to Washington was forwarded. 

Subsequently on Monday, April 13, 1953, when the said Russell W. 
Duke failed to appear before the subcommittee in response to thie 
original subpena dated January 11 and in response to the telephonic 
and letter requests above referred to, he was again contacted by tele- 
phone in Montreal by General Counsel Flanagan. ‘This telephone call 
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is made to Duke by Flanagan on the evening of Monday, April 13, 

53. Said Russell W. Duke in this telephone conversation was 
vain informed by General Counsel Flanagan that he was still under 
subpena and it was expected that he would proceed to Washington by 
he first available transportation from Montreal. Duke replied that 
he had not received the registered letter from Flanagan dated April 8 

th the enclosed airplane ticket and for that reason he could not 
proceed to Washington. During the same telephone conversation 
Flanagan then advised Duke that arrangements would be made to have 
another airplane ticket from Montreal to Washington forwarded to 
Duke in care of the Colonial Airlines in Montreal, and this ticket was 
forwarded to the said Colonial Airlines in Montreal and in addition 
85 was wired to Duke by the chief clerk of the said subcommittee, in 
order to defray Duke’s taxi expenses to and from the airports in 
\fontreal and Washington. 

Furthermore, at the time of the above-related telephone conversa- 
tion of April 13, 1953, between Flanagan and Duke, Duke indicated 
that while he had no desire to appear and testify before the subcom- 
mittee, he would proceed to Washington from Montreal as soon as the 
airplane ticket was available at the Montreal offices of the Colonial 
Airlines. 

On the afternoon of Tuesday, April 14, 1953, when the said Russell 
W. Duke had failed to appear in Washington before the said Senate 
Permanent Subcommittee on Investigations, it was determined by 
the staff of the said subcommittee that Duke had not called for his 
airplane ticket at the offices of the Colonial Airlines in Montreal. It 
was further determined from representatives of the B. W. Deane Co. 
at 3620 DeManure Street, Montreal, where Duke is presently em- 
ployed, that on the evening of Monday, April 13, the said Duke had 
departed from Montreal on an extended business trip to western 
Ontario. 

The committee, after reviewing the facts in this matter as set forth 
in this report, resolved to present to the United States Senate for its 
immediate action a resolution requiring the United States attorney 
of the District of Columbia to proceed against the said Russell W. 
Duke in a manner and form provided by law. 


EXHIBITS 
EXHIBIT 1 


[Copy] 


~ 


y 
SY 


A 
-RAA 635 137 Collect RX-CPR FD 


MontTREAL, QuEBEC, April 7, 1953—7:54 p. m. 


$94 


Mr. FRaNcis FLANAGAN, | 
General Counsel, United States Senate Permanent Subcommittee on Investigations, 
Room 102, United States Senate Office Building, Washington, D. C.: 


As per our phone conversation today I am sending you this telegram as per 
your instructions when talking to you via phone from Cadillac Arsenal in Cleve- 
land, Ohio. I understood you to say that I was released from the subpena; 
however, if you send me a round trip to the address I gave you for Sunday depar- 
ture for Washington, I will be there Monday morning. I have been driven down 
so far now by losing my position with TAC that losing another job over you not 
permitting an additional week doesn’t much matter now: You mentioned via 
phone that I did not lose my job over my appearance before your committee. 
I certainly did, and this is another one. I am down and out, so driven down 
deeper is possibly what the committee wants. Regards. 

R. DuKE. 
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EXHIBIT 2 


[Copy] 
Registered—Return receipt requested. 
Air Mail Special. 
In reference to: 
File No. 11-7 
APRIL 8, 1953. 

Mr. Russet, W. DvuKE, 

5631 Durocher Street, Montreal, Canada. 


Dear Mr. Doke: This letter is official notice that you are to appear before 
this subcommittee at 10 a. m. Monday, April 13, 1953, in Room 101, Senate 
Office Building, Washington, D. C. 

You were served with a subpena on January 11, 1953, calling for your appear. 
ance and that subpena is a continuing one, and thus you will appear as requested 
above in response to that subpena. 

Enclosed is a plane ticket for your transportation from Montreal, Canada, to 
Washington, D. C., to enable you to comply with the subpena and to appear 
before this subcommittee. 

Very truly yours, 
Francis D. FLANAGAN, 
General Counsel, Senate Permanent Subcommittee on Investigations 
Enclosure 


O 
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AUTHORIZING THE SECRETARY OF THE NAVY TO 
FURNISH CERTAIN SUPPLIES AND SERVICES TO 
FOREIGN NAVAL VESSELS ON A REIMBURSABLE BASIS 


ApriL 16 (legislative day, Aprit 6), 1953.—Ordered to be printed 


- SALTONSTALL, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany S. 1524] 


The Committee on Armed Services, to whom was referred the bill 
(S. 1524) to authorize the Secretary of the Navy to furnish certain 
supplies and services to foreign naval vessels on a reimbursable basis, 
and for other purposes, having considered the same, report favorably 
thereon without amendment, and recommend that the bill do pass. 


PURPOSE OF THE BILL 


This bill proposes to authorize the Secretary of the Navy to furnish 
foreign naval vessels at United States ports and naval bases the 
following categories of supplies and services under conditions pre- 
scribed in the bill for each category: 


(1) Routine port services. 
(2) Miscellaneous supplies. 
(3) Supplies and services, such as overhauling, etc. 


The bill makes careful provision that the services to be furnished 
in the three categories referred to above shall be made on a strictly 
reimbursable basis, with no cost to the United States. 


EXPLANATION OF THE BILL 


Under existing law, supplies and services of the sort enumerated 
above must be paid for in advance where foreign naval vessels are the 
recipients of such supplies and services. As a general rule, when 
United States vessels visit the ports or naval bases of foreign countries, 
no such demand for advance payment is made. The proposed legis- 
lation will eliminate the requirement for obtaining payment in advance 
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except insofar as category (3) is concerned. In category (3) the } bill 
provides that payment must be made in advance, and in all cateco; jes 
arrangements must have been concluded whereby the United Stat 
shall be on a rec iprocal basis with the country concerned. 

The supplie s and services referred to in category (1) refer to s ih 
routine services as pilotage, tugs, garbage re moval, and line h: andling 
These supplies can be furnished to naval vessels of foreign countries 
only when comparable services are furnished on a reciprocal basis to 
United States vessels. 

The services and supplies referred to in category (2) include fuel, 
provisions, spare parts, and general stores, and as was the case with 
category (1) shall be on a fully reimbursable basis and may be offered 
only when prior agreement conferring comparable reciprocal rights op 
the United States has been entered into. 

The supplies and services referred to in category (3) include over- 
hauling, repairs, and alterations, including the installation of equip- 
ment, but require that funds covering the estimated cost shall have 
been made available in advance. 

The bill provides that payments made for supplies and services 
furnished under categories (1) and (2) may be credited to current 
appropriations so as to be available for the same purpose as the 
appropriations initially charged. 


Les 


DEPARTMENTAL RECOMMENDATION-——-BUDGET DATA 


This bill is recommended by the Department of Defense with the 
concurrence of the Bureau of the Budget and is a part of the legislative 
program of the present administration. 

Enactment of the bill involves no increased expenditure of Federal 
funds. A letter from the Department of Defense recommending 
enactment of the bill appears below and is hereby made a part of this 
report. 


ASSISTANT SECRETARY OF DEFENSE, 
Washington, D. C., January 5, 1953 
Hon. ALBEN W. BARKLEY, 
President of the Senate. 

Dear Mr. PrestpEnt: Ther ' is forwarded herewith a draft of legislation to 
authorize the Secretary of the Navy to furnish certain supplies and services to 
foreign naval vessels on a reimbursable basis, and for other purposes. 

This proposal is a part of the Department of Defense legislative program for 
1953 and the Bureau of the Budget has advised that there is no objection to the 
presentation of this proposal for the consideration of the Congress. The Depart- 
ment of Defense recommends that it be enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


The purpose of the proposed legislation is to authorize the Secretary of the Navy, 
under such regulations as he may prescribe, to furnish foreign naval vessels at 
United States ports and naval bases the following categories of supplies and serv- 
ices under the conditions prescribed for each category: (1) routine port services 
such as pilotage, tugs, garbage removal, line handling, and utilities on a reimburs- 
able basis but without an advance of funds either at a local or a departmental les 
when comparable services are furnished on a like basis to United States naval 
vessels at ports and naval bases of the country concerned; (2) miscellancous 
supplies, such as fuel, provisions, spare parts, and general stores likewise on 4 
reimbursable basis without an advance of funds, but only after an agreen 
conferring reciprocal rights on the United States and covering reimbursemen 
the supplies has been negotiated with the country concerned; (3) supplies Ss al 
services, such as overhauling, repairs, and alterations to foreign naval ve 
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including the installation of equipment, only after funds covering the estimated 
cost thereof have been made available to the United States in advance. The bill 
also provides that payments for the first two categories of supplies and services 
nav be eredited to current appropriations so as to be available for the same 
irposes as the appropriations initially charged. 
Under existing law, supplies and services of the sort enumerated in this proposed 
gislation must be paid for in advance where foreign naval vessels are the recipi- 
ents. As a general rule, when United States naval vessels visit the ports or 
naval bases of foreign countries, no such demand for payment in advance is made. 
The need for the proposed legislation, therefore, is indicated by the fact that 
the preseat necessity or obtaining advances of funds from representatives of 
friendly foreign nations when their vessels visit the United States has been a 
constant source of embarrassment to United States naval commanders. This 
egislation would eliminate this source of embarrassment, and by so doing would 
further the friendly cooperation of naval forces of foreign governments with 
those of the United States. It should be noted that the proposed legislation 
would eliminate the requirement for obtaining payment in advance only where 
necessary to place the United States on a reciprocal basis with the country 
concerned. 


DEPARTMENT OF DEFENSE, ACTION AGENCY 


The Department of the Navy has been designated as the representative of the 
Department of Defense for this legislation. 
Sincerely yours, 
Rocer Kent. 


O 
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AMENDING THE ACT OF JUNE 25, 1942, RELATING TO THE MAK- 
ING OF PHOTOGRAPHS AND SKETCHES OF PROPERTIES OF THE 
MILITARY ESTABLISHMENT, TO CONTINUE IN EFFECT THE 
PROVISIONS THEREOF UNTIL 6 MONTHS AFTER THE PRESENT 
EMERGENCY 


Apri 16 (legislative day, Aprit 6), 1953.—Ordered to be printed 


Mr. SALTONSTALL, from the Committee on Armed Services, submitted 
the following 


REPORT 
[To accompany 8. 1448] 


The Committee on Armed Services, to whom was referred the bill 
S. 1448) to amend the act of June 25, 1942, relating to the making 
of photographs and sketches of properties of the Military Establish- 
ment, to continue in effect the provisions thereof until 6 months after 
the present national emergency, having considered the same, report 
favorably thereon without amendment, and recommend that the bill 
do pass. 

PURPOSE OF THE BILL 


The bill proposes to extend existing wartime prohibition provided 
in the act of June 25, 1942, against photographing, mapping, sketch- 
ing, or the making of comparable representation of military facilities 
or equipment located on posts, stations, camps, and other installations 
vital to the defense of the United States. Under the terms of the 
bill this prohibition would be extended for the period of the present 
emergency proclaimed by the President and for a period of 6 months 
thereafter. 

EXPLANATION OF THE BILL 


The wartime authority enacted in 1942 was extended until April 1, 
1950, and thereafter extended until Julv 1, 1953 pursuant to the Emer- 
gency Powers Continuation Act extension. The wartime amendment 
is very specific in its inclusion of all the kinds of military areas and 
installations and of the types of reproduction which it is intended to 
prohibit. The enactment does not require further designation by 
Executive order of such military areas, nor does it require proof of 
intent on the part of a violator actually to injure the security of the 
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United States. During the period of its operation the enactment has 
afforded a workable and satisfactory deterrent to unauthorized and 
undesirable photographing of military properties and installations 

Strictly from a security and intelligence point of view, a photo- 
graph or sketch of a military installation or property is presently as 

valuable to a potential wrongdoer as if such photograph or sketch 
were made after an actual attack against the United States had been 
initiated. The possession of such photographs and sketches made 
well in advance of any hostile act actually enables advanced planning 
of sabotage and target analysis and assists generally in the process of 
target identification. For that reason it did not appear to the com- 
mittee that ordinary prudence would permit our relaxing existing 
prohibition against photographing, sketching, or making other repro- 
ductions of military installations and equipment. 


DF PARTMENTAL RECOMMENDATIONS——BUDGET DATA 


This bill is recommended by the Department of Defense with the 
concurrence of the Bureau of the Budget and is a part of the legislative 
program of the present administration. 

Enactment of the bill involves no increased expenditure of Federal 
funds. <A letter from the Department of Defense recommending 
enactment of the bill appears below and is hereby made a part of this 
report. 


OFFICE OF THE SECRETARY OF DEFENSE, 
Washington 25, D. C.,March 23, 1958 
Hon. LeverRetTr SALTONSTALL, 
Chairman, Committee on Armed Services, 
United States Senate. 

Dear Mr. CHarrmMan: There is forwarded herwith a draft of legislation to 
amend the act of June 25, 1942, relating to the making of photographs and sketches 
of properties of the Military Establishment, to continue in effect the provisions 
thereof until 6 months after the present national emergency. 

This proposal is a part of the Department of Defense legislative program for 
1953 and the Bureau of the Budget has indicated that it has no objection to th 
presentation of this proposal to the Congress. The Department of Defense 
recommends that it be enacted. 


PURPOSE OF THE LEGISLATION 


The act of June 25, 1942 (56 Stat. 390; 50 U. S. C. App. 781-785), prohibitied 
the photographing, mapping, sketching, or the making of any other representation 
of facilities or equipment within posts, stations, camps, and other poaaeone 
vital to the defense of the United States. Violations of the act are punishable 
a fine of not more than $1,000 or by imprisonment for not more than 1 year or 
both. The act was made effective for the duration of World War II. However, 
the Emergeney Powers Continuation Act (Publie Law 450, 82d Cong.) extended 
the provisions of the act of June 25, 1942, until April 1, 1953. The enclosed 
draft of bill is designed to extend for the period of the present national emergency 
plus 6 months the provisions of the act of June 25, 1942, as extended by the Emer- 
genev Powers Continuation Act. 

During World War II, and thus far in connection with hostilities in Korea, the 
act of June 25, 1942, has played an important part in deterring persons who 
otherwise might violate security measures in or about vital defense instellations 

Although the act of June 25, 1942, is regarded as temporary legislation, it is 
believed that the language of this law meets the requirements of the Military 
Establishment better than does any other existing law designed to prohibit such 
practices. 

The need for this legislation is as vital to the defense program at this time as 
it was at the time of its original enactment on June 25, 1942. It is strongly 
recommended that this law be further extended. 





AMEND ACT OF JUNE 25, 1942 


DEPARTMENT OF DEFENSE ACTION AGENCY 


[he Department of the Navy has been designated as the representative of the 
Nepartment of Defense for this legislation. 
Sincerely yours, 


ROGER KEN 7. General Counse l. 
CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate there is printed in parallel columns the text of 
provisions of existing laws which would be repealed or amended by 
the various provisions of the bill. 


Existinc Law Tue Britt 1448 
Public Law 627, 77th Cong.) 


sec. 5. This Act shall be effective That section 5 of the Act of June 
only for the duration of the present war 25, 1942 (56 Stat. 390), as extended by 
as determined by proclamation of the section 1 (a) (11) of the Emergency 
President. Powers Continuation Act (Public Law 
The Emergency Powers Continua- 450, Kighty-second Congress) is 
tion Act terminated the period as of amended by deleting the words “for 
April 1, 1953.) the duration of the present war as 
determined by proclamation of the 

President’’ and inserting in lieu thereof 

the words “until six months after the 

termination of the national emergency 

proclaimed by the President on Decem- 


ber 16, 1950 (Proce. 2914, 3 C. F. R., 
1950 Supp., p. 71)” 


O 
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{MENDING SECTION 40B OF THE NATIONAL DEFENSE ACT, AS 
AMENDED (41 STAT. 759, 777), TO REMOVE THE LIMITATION 
UPON THE DETAIL OF OFFICERS ON THE ACTIVE LIST FOR 
RECRUITING SERVICE AND FOR DUTY WITH ROTC UNITS 


ApriL 16 (legislative day Aprit 6), 1953.—Ordered to be printed 


Mr. Symineton, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany 8. 1527] 


The Committee on Armed Services, to whom was referred the bill 
(S. 1527) to amend section 40 (b) of the National Defense Act, as 
amended (41 Stat. 759, 777), to remove the limitation upon the detail 
of officers on the active list for recruiting service and for duty with 
ROTC units, having considered the same, report favorably thereon 
without amendment, and recommend that the bill do pass. 


PURPOSE OF THE BILL 


This bill proposes to repeal that portion of the National Defense 
Act of 1920 which provides that officers on the active list of the 
Army and Air Force shall not be detailed to recruiting duty or duty 
with ROTC units “when officers on the retired list can be secured who 
are competent.” 

EXPLANATION OF THE BILL 


Section 40 (b) of the National Defense Act of 1916, as amended, 
authorizes the detail of Regular Army and Air Force personnel to 
schools and colleges having ROTC units, and provides that in time 
of peace retired personnel shall not be so detailed without their con- 
sent, and that ‘no officer on the active list shall be detailed for re- 
cruiting service or for duty at a school or college * * * when officers 
on the retired list can be secured who are competent for such duty. 

The bill would repeal the quoted portion referred to above pro- 
hibiting officers on the active list from being detailed for recruiting 
services or for duty as ROTC instructors when qualified officers on 
the retired list can be secured. 
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The ROTC program is one of the most important officer procire. 
ment programs for all components ofthe Army and Air Force. — [i js 
important that officers assigned to such units as instructors be fully 
qualified in current military weapons and techniques and be individ tals 
who have received experience in modern operations. To meet thes 
requirements it is necessary that they be procured primarily frop 
officers who are in the active service. 

Furthermore, it is highly desirable to maintain the maximum amou; 
of flexibility in assignment of military personnel, including Regula, 
Reserve, and retired personnel, to any military duty for which quali- 
fied. As an example of this principle the Congress recently provided 
in the Armed Forces Reserve Act of 1952 that officers of the Resery, 
components may be assigned to any and all duties to which Regula; 
personnel may be assigned. 

Aside from considerations of efficiency and effectiveness, as 
practical matter, the time, personnel, and administration required 
under current conditions to screen the retired list for eligible officers 
and the correspondence necessary to obtain their consent for active 
duty after authority to order them to active duty involuntarily has 
terminated, outweighs any advantage which might accrue from select- 
ing the limited number of individuals who can qualify for the duties 
concerned. 

The circumstances outlined above have as yet created no problem 
inasmuch as there is authority to order retired officers to active duty 
on an involuntary basis, and also because the quoted provisions 0‘ 
the National Defense Act have been inoperative since the beginning 
of World War II and will remain inoperative until July 1, 1953, unde: 
the terms of the Emergency Powers Continuation Act extension, 
approved March 1, 1953. 


DEPARTMENTAL RECOMMENDATIONS, BUDGET DATA 


The legislation is recommended by the Department of Defense as 
part of the legislative program of the present administration, and has 
the approval of the Bureau of the Budget, as is shown by the attached 
letter which is hereby made a part of this report. 

Approval of the legislation involves no additional expenditure of 
Government funds. 


OFFICE OF THE SECRETARY OF DEFENSE, 
Washington 25, D. C., January 21, 1953. 
Hon. Ricnarp M. Nrxon, 
President of the Senate. 

Dear Mr. Presipent: There is forwarded herewith a draft of legislation to 
amend section 40b of the National Defense Act, as amended (41 Stat. 759, 777), 
to remove the limitation upon the detail of officers on the active list for recruiting 
service and for duty with ROTC units. 

This proposal is a part of the Department of Defense legislative program for 
1953. he Bureau of the Budget has advised that there is no objection to the 
resentation of this proposed legislation for the consideration of the Congress. 

‘he Department of Defense recommends that it be enacted. 


PURPOSE OF THE LEGISLATION 


Section 40b of the National Defense Act (10 U. S. C. 386, 536) authorizes the 
President to detail Regular Army personnel to ROTC units. It is also provided 
that in time of peace retired personnel shall not be detailed to ROTC units 
without their consent, and ‘‘no officer on the active list shall be detailed for 
recruiting service or for duty at a school or college * * * when officers on the 
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tired list can be secured who are competent for such duty.’’ It is the purpose 
of this proposed legislation to repeal the quoted provision, which prohibits officers 
yn the active list from being detailed for recruiting service and for duty as ROTC 
instruetors When competent officers on the retired list can be secured. 

The ROTC program is one of the primary officer procurement programs for 
both the Regular and Reserve components of the Armed Forces. It is important, 
therefore, that the officers assigned to such units as instructors be fully qualified 
in current military weapons and techniques. To meet this requirement, it is 
necessary that they be procured primarily from officers in the active service. 

While the provision which would be repealed by this legislation has been 
noperative since the beginning of World War II and has thus caused no problem 
is vet, it will become operative on or before April 1, 1953, under the provisions 
ff section 1 (b) (2) of the Emergency Powers Continuation Act (66 Stat. 330, 
333). This proposal is, therefore, submitted to the Congress in accordance with 
the direction of both the House and Senate Judiciary Committees that separate 
recommendations for permanent legislation be submitted on those provisions 
which should be permanently changed. 

Such a provision appears to be inconsistent with the principle of flexibility in 
authority to assign military personnel, including Regular, Reserve, and retired 
personnel, to any military duty, wherever and whenever needed, and for which 
best qualified. The need for unrestricted authority to assign personnel where 
needed is greater today than ever before. The latest congressional expression of 
this principle of flexibility in assignment of personnel may be found in section 237 
of the Armed Forces Reserve Act of 1952 (66 Stat. 481, 492) which specifically 
provides that, notwithstanding any other provision of law, Reserve personnel 
serving on active duty may be assigned to any duty to which Regular personnel 
mav be assigned. Such duty includes duty with ROTC units. 

Aside from these considerations and from a practical standpoint, the time, 
personnel, and administration required during peacetime to screen the retired list 
for eligible officers and the correspondence required to obtain their consent is 

neconomical in comparison to the number of officers who would be selected for 
such assignments. 


LEGISLATIVE REFERENCES 


Section 501 (a) of S. 325 and H. R. 1168, 82d Congress, which were bills to 
reorganize and strengthen the ROTC programs of the Army, Navy, and Air Force 
would have repealed section 40b of the National Defense Act in its entirety. 


COST AND BUDGET DATA 


Enactment of this legislation will cause no apparent increase in budgetary re- 
quirements for the Department of Defense as the personnel involved are paid 
from the appropriation ‘‘ Military personnel, Army,’ regardless of whether they 
are retired officers or officers in the active military service and utilization of re- 
tired personnel will not affect total spaces authorized for these functions. 


DEPARTMENT OF DEFENSE ACTION AGENCY 


The Department of the Air Force has been designated as the representative of 
the Department of Defense for this legislation. 
Sincerely yours, 
Rocer KENT, 
Acting, Assistant Secretary of Defense. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule X XTX of the Standing Rules 
of the Senate, there is printed herewith in roman type existing law in 
which no change is proposed; existing law proposed to be omitted is 
enclosed in black brackets, and new matter is printed in italics: 


NaTIONAL DEFENSE Act (41 Stat. 759, 777), as AMENDED 
Sec. 40 (b). The President is hereby authorized to detail such numbers of 
officers, warrant officers, and enlisted men of the Regular Army, either active or 


retired, as may be necessary for duty as professors of military science and tactics, 
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assistant professors of military science and tactics, and military instructors a 
educational institutions where one or more units of the Reserve Officers’ Trainip 
Corps are maintained. In time of peace retired officers, retired warrant, officers 
or retired enlisted men shall not be detailed under the provisions of this section 
without their consent[, and no officer on the active list shall be detailed fop 
recruiting service or for duty at a school or college, not including schools of the 
service, where officers on the retired list can be secured who are competent for 
such duty]. Hereafter retired officers below the grade of brigadier general and 
retired warrant officers and enlisted men shall, when on active duty, receive ful] 
pay and allowances. 
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CONTINUING IN EFFECT CERTAIN APPOINTMENTS AS 
OFFICERS AND AS WARRANT OFFICERS OF THE ARMY 
AND OF THE AIR FORCE 


Apri 16 (legislative day, Aprit 6), 1953.—Ordered to be printed 


Mr. Henprickson, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany 8S. 1528] 


The Committee on Armed Services, to whom was referred the bill 
S. 1528) to continue in effect certain appointments as officers and 
as warrant officers of the Army and of the Air Force, having con- 
sidered the same, report favorably thereon without amendment, and 
recommend that the bill do pass. 


PURPOSE OF THE BILL 


This bill is intended to prevent a gap in the continuity of service 
for certain officers and warrant officers currently in a status of missing 
in action or captured by the enemy, and whose : appointments would 
normally terminate before the person holding the appointment might 
normally be expected to be released from active military service. 


EXPLANATION OF THE BILL 


Under the laws in effect at the time of the Korean emergency, 
appointments of certain categories of officers and warrant officers in 
the Army and Air Force were for definite periods of time. As an 
example, reserve appointments were for a period of 5 years, AUS 
Army of the United States) appointments were for a period of World 
War II and for 6 months thereafter. 

Under the Emergency Powers Continuation Act a large number of 
appointments which otherwise would have expired were continued 
until April 1 but would have terminated on April 2, 1953. This date 
was changed to July 1 by Public Law 12, 83d Congress. Others will 
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terminate thereafter on a day-by-day basis as the 5-year term speci. 
fied in the appointment concerned expires. 

Under existing law officers holding deéfinite-term appointments may 
change to an indefinite-term type of appointment upon their request 
pursuant to section 224 of the Armed Forces Reserve Act of 1952 
However, officers who are missing or who are under enemy contro! 
cannot take advantage of the privilege of converting to an indefinite. 
term appointment, and unless remedial action of the type recom. 
mended in this bill is taken their current appointments would, jn 
many instances, expire. The persons concerned would thereupon 
become civilians, and although the Missing Persons Act is effective to 
save pay and allowances and other benefits encompassed within its 
provisions, it is not effective for benefits such as the accrual of cumy- 
lative service for purposes of pay and retirement. <A furthe; 
consideration is the fact that if appointments expire the services hay, 
no specific statutory authority to continue hospitalization of th, 
personnel concerned. 

The authority contained in this bill is not necessary in the case of 
enlisted personnel, inasmuch as their period of enlistment may }y 
extended for the convenience of the Government to such periods as 
the individual might be in a status of missing, missing in action, o1 
any of the other forms of restraint referred to in the bill. 

It should be pointed out that the circumstances alluded to above 
have not as yet become a problem, inasmuch as the Emergence) 
Powers Continuation Act extension, approved March 31, 1953, ex- 


tends the authorities requested herein to July 1, 1953. 


DEPARTMENTAL RECOMMENDATIONS——-BUDGET DATA 


The legislation is recommended by the Department of Defense as 
part of the legislative program of the present administration, and has 
the approval of the Bureau of the Budget, as is shown by the attached 
letter which is hereby made a part of this report. 

Approval of the legislation involves no additional expenditure of 
Government funds. 

OrFICE OF THE SECRETARY OF DEFENSE, 
Washington, D. C., March 26, 1953 
Hon. LEVERETT SALTONSTALL, 
Chairman, Committee on Armed Services, 
United States Senate. 

DeaR Mr. CHaArIRMAN: There is forwarded herewith a draft of legislation to 
continue in effect certain appointments as officers and as warrant officers of th 
Army and of the Air Force. 

This proposal is a part of the Department of Defense legislative program for 
1953 and the Bureau of the Budget has advised that there is no objection to the 
transmittal of the proposal for the consideration of the Congress. The Depart- 
ment of Defense recommends that it be enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


During World War II the appointments of certain officers in the Army, which 
at the time included the Air Force, were for a limited period of time. The dura- 
tion of these appointments was for 5 years or for the period of World War II and 
for 6 months thereafter. The appointments of many other officers were not 
limited in this manner. For example, appointments in the Regular Army, Navy, 
and Marine Corps, in addition to the appointments in the Naval Reserve and in 
the National Guard of the United States, were all made without any limitations 
as to the term of those appointments. 
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Under existing law, a large number of appointments as commissioned officers 
ind as warrant officers which were continued in effect by section 1 (c) of the 
Emergency Powers Continuation Act will terminate on April 2, 1953, and others 
vill thereafter terminate on a day-by-day basis upon the expiration of the 5-year 

specified in the appointment concerned. The proposed bill is necessary 

to prevent the creation of a gap in service for those persons who hold existing 
appointments and who are in a status of missing, missing in action, interned, 
tured, beleaguered, or besieged. If these appointments are allowed to expire, 

e persons concerned will become civilians, and although the Missing Persons 
Act is effective to save the pay and allowances and other benefits encompassed 
within its provisions, it is not effective for benefits such as the accrual of cumula- 
tive years of service for purposes of pay and retirement. Further, if these appoint- 
ments are allowed to expire, the services will have no specific statutory authority 
to hospitalize the personnel concerned, if such hospitalization is needed upon 
their return to the con‘rol of the United States. In this regard, also, experience 
has shown that large numbers of these persons will be disabled after their period 
of internment as prisoners of war, and if their appointments have expired in the 
meantime there would be no authority to retire them for physical disability under 

le IV of th» Career Compensation Act of 1949 or any other law. 

The proposed bill would protect the interests of the persons concerned by 
continuing their appointments in effeet until such time as they could signify 
whether or not they desired an indefinite-term appointment. In the event they 
desire an indefinite-term appointment, they could be granted such an appoint- 
ment, notwithstanding the fact that the period prescribed in seetion 224 of the 
\rmed Forces Reserve Act had run before that person was returned to military 
control from his status as missing, missing in action, interned, captured, belea- 
guered, or besieged. 

The same problem is not presented in the case of enlisted personnel whose 
period of enlistment would otherwise expire during the period of time they are 
in a status of missing, missing in action, interned, captured, beleaguered, or 
hesieged, as they may be retained in the service beyond the normal period of 
enlistment for the convenience of the Government (act of June 4, 1920 (41 Stat. 
809), as amended (10 U. 8S. C. 652a)). 

Senate Joint Resolution 57 and House Joint Resolution 226 are currently 
being considered by the Congress. These resolutions would continue, until July 
1, 1953, most of the authorities (including the authority to continue the appoint- 
ments covered by this proposal) heretofore continued by the Emergency Powers 
Continuation Act. 


DEPARTMENT OF DEFENSE ACTION AGENCY 


The Department of the Air Force has been designated as the representative of 
the Department of Defense for this legislation. 
Sincerely vours 
RoGcER KENT, General Counsel. 
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(MENDING THE ACT OF JULY 28, 1942 (CH. 528. 56 STAT. 
722), RELATING TO POSTHUMOUS APPOINTMENTS AND 
COMMISSIONS 





Apri. 16 (legislative day, Aprit 6), 1953.—Ordered to be printed 


ee 


\lr. Durr, from the Committee on Armed Services, submitted the 
following 


REPORT 
(To accompany 8S. 1529] 


The Committee on Armed Services, to whom Was re ferred the bill 
S. 1529) to amend the act of July 28, 1942 (ch. 528, 56 Stat. 722), 
relating to posthumous appointments and commissions, and for other 
purposes, having considered the same, report favorably thereon with- 
out amendment, and recommend that the bill do pass. 


PURPOSE OF THE BILL 


This bill proposes to amend existing law relating to posthumous 
appointments or promotions so that the date of death of a person 
previously carried in a missing-in-action or similar status would be 
established as either the date of receipt of report that such person 
was dead, or the date of the death finding made under the provisions 
of the Missing Persons Act. At the present time the date of death 
of persons in this category is the actual date of death. 


EXPLANATION OF THE BILL 


Instances have occurred where a person eligible or under considera- 
tion for promotion has entered into a missing-in-action status with no 
information forthcoming so that a determination could be made as to 
whether the individual was dead or alive. Under the Missing Persons 
\et, such person is presumed to be alive until determined otherwise 
and, therefore, the promotion could be completed. However, it 
sometimes happens that at a subsequent date it is discovered that the 
person actually died before the selection of the reecemmendation for 
appointment or promotion took place. Under existing law relating 
to posthumous appointme nis and promotions the purported selection 

or appointment is void if it is later discovered or determined that death 
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’ 


occurred prior to such selection or appointment. In cases of 


nature the family or dependents of the deceased usually have alre ad) 
been notified that the individual was missing in action. Subsequent 
they were notified of the promotion, only to be informed at still a later 
date of the individual’s death and the fact that his promotion w; 

nullity and must be revoked. This obviously causes needless eric 


i\ 


i\ 
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DEPARTMENTAL RECOMMENDATIONS BUDGET DATA 


The legislation is recommended by the Department of Defense as 
part of the legislative program of the present administration, and has 
the approval of the Bureau of the Budget, as is shown by the attached 
letter which is hereby made a part of this report. 

Approval of the legislation involves no additional expenditure of 
Government funds. 


OFFICE OF THE SECRETARY OF DEFENSE, 
Washington, D. C., March PS, 195 
Hon. LEVERETT SALTONSTALL, 
Chairman, Committee on Armed Services 
lU'nited States Senate. 

Dear Mr. CuarkMAn: There are forwarded herewith a draft of legislatior 
amend the act of July 28, 1942 (c. 528, 56 Stat. 722) relating to posthu: 
appointments and commissions, and for other purposes, and a sectional anal 
thereof. 

‘Lhis proposal is a part of the Department of Defense legislative program for 
1953 and the Bureau of the Budget has no objection to the presentation of t 
proposal to the Congress. The Department of Defense recommends that it b¢ 
enacted. 

PURPOSE OF THE LEGISLATION 


The purpose of the proposed legislation is to amend the present law relating | 
posthumous appointments and promotions of military personnel (act of July 2s 
1942 e. 528, 56 Stat. 722 10 U.S. C. 491e), so that the date of death of a pers 
who had been previously carried in a missinz-in-action status would be estab- 
lished as either the date of receipt of the evidence that such person was dead or 
the date of the death finding made under section 5 of the Missing Persons Act 
as amended, rather than the actual date of death. 

Instances have occurred where a person, who was eligible for or under consider 
tion for promotion, entered a missing-in-action status, with no information for 
coming so that a determination could be made as to whether he was dead or al 
Under the Missing Persons Act, such a person is presumed to be alive unt 
determined to be otherwise, and, therefore, promotion action could be compk 
At a later date it is sometimes discovered that the person actually died befor 
selection or recommendation for such appointment took place. Delay in ; 
taining the death of persons missing in action frequently results from the failur 
of belligerents to make available current and adequate records of captures, deat 
or burials. Under the existing law relating to posthumous appointments and pri 
motions, the purported selection or appointment is void when it is later discovered 
or determined that death occurred prior to such persons’ selection or appointm« 

In a case of this nature, the family or dependents of the deceased have first be: 
notified that the person was missing in action; later they are notified of his pron 
tion; and at a still later date, they are notified of his death and advised that th 
promotion was a nullity, and therefore, must be revoked because his date of deat! 
was actually prior to his promotion. This has caused needless grief and embarr ss- 
ment to the next of kin, and has resulted in adverse publicity for the arm 
services 

BUDGET DATA 


This legislative proposal would cause ho apparent increase in budgetary requir 
ments for the Department of Defense. 
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Department of the Army has been designated as the 
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DEFENSE ACTION AGENCY 


IN 


representative of 


RoGer Kent, General Counsel 
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EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing Rules 
i the Senate, there is printed in parallel columns the text of the pro- 
vision of existing law which would be repealed or amended by the 
arious provisions of the bill: 


EXISTING 


LAW 


Act of July 28, 1942 
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(ee 


ted Stat 
ber 8, 1 
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ch 


the President 
is hereby, authorized to issue or 
» be issued, an appropriate com- 
in the name of any person who, 
the military or naval service of 
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939, 


secretary of 


any til 


shall ha 
recommended for appointment 
notion to a commissioned grade, 
recommendation shall have been 
ly approved by the Secretary of War 
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That 


the Secretary 
ind the Secretary of the Navy be, and 
v are hereby, severally authorized to 


cause to be issued, a 
warrant 


That 
receive 
allowan 
of this 
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and at 


no person sha 
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bonus, 
virtue 
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War 


pro- 


iv such 
sthumous appointment or promotion 
d warrant shall issue as of the date of 
official recommendation and such 
person's name shall be carried upon the 
records of the War or Navy Depart- 


ll be 
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any 
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ther purpose 

Be it enacted b yj the Senate an 
Re prese ntatives of the United 
America in Congress assembled, That the 
Act of Julvw 28, 1942 (ch. 528, 56 Stat 
722), is amended as follows: 

a) By deleting the words ‘Secretary 
of War or the Secretary of the Navy,” 
and the words ‘Secretary of War and 
the Secretary of the Navy’ wherever 
they appear therein and inserting in 
lieu thereof the words appropriate 
Secretary” 

b) By deleting the words “in the 
military or naval service” wherever they 
appear therein and inserting in lieu 
thereof the words “in the nilitary 
service” 

c) By deleting the words ‘‘War or 
Navy Department” wherever they ap 
pear therein and inserting in lieu thereof 
the words “military department con- 
cerned” 

d sv deleting the words ‘‘be, and 
thev are hereby, severally” in section 4 
and inserting in lieu thereof the word 
‘is’: and 

e sy renumbering section 5° a 
“Src. 6° and inserting immediately 
after section 4 a new section 5 as follows 

“Sec. 5. For the purposes of this Act 
in any case where the date of death is 
established or determined under the 
Missing Persons Act, as amended, the 
date of death is the date of receipt by 
the head of the department concerned of 
evidence that the person is dead, or the 
date the finding of death is made under 
section 5 of that Act, as amended 

Sec. 2. This amendatory Act is effec 
tive June 25, 1950 
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{MENDING THE ARMY-NAVY NURSES AC1 OF 1947 TO AUTHORIZE 
THE APPOINTMENT IN THE GRADE OF FIRST LIEUTENANT OF 
NURSES AND MEDICAL SPECIALISTS IN THE REGULAR ARMY 
AND REGULAR AIR FORCE, AND APPOINTMENT WITH RANK OF 
LIEUTENANT (JUNIOR GRADE) OF NURSES IN THE REGULAR 
NAVY 


\prit 16 (legislative dav, Aprin 6), 1953.—Ordered to be printed 


Mrs. Smiru of Maine, from the Committee on Armed Services, sub- 
mitted the following 


REPORT 
[To accompany 8. 1530! 


The Committee on Armed Services, to whom was referred the bill 
(S. 1530) to amend the Army-Navy Nurses Act of 1947 to authorize 
the appointment in the grade of first lieutenant of nurses and medical 
specialists in the Regular Army and Regular Air Force, and appoint- 
ment with rank of lieutenant (junior grade) of nurses in the Regular 
Navy, having considered the same, report favorably thereon without 
amendment, and recommend that the bill do pass. 


PURPOSE OF THE BILL 


This bill proposes to amend existing law by raising the age limits 
and icreasing the initial grade for original appointinents of nurses in 
the Regular military services and of women medical specialists in the 
Regular Army and Air Force. 


EXPLANATION OF THE BILL 


Existing law —the Army-Navy Nurses Act of 1947—preseribes an 
age limit of 28 vears with respect to original appointments in the 
Nurse Corps of the Regular Army and Air Force. It also provides 
that such appointments may be made only in the grade of second 
lieutenant. With respect to the Regular Navy the act provides that 
nurses may be appointed only in the rank of ensign, and from persons 
below age 29 on July 1 of the calendar vear in which appointed. « 
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AMEND THE ARMY-NAVY NURSES ACT OF 1947 


The number of nurses and women medical specialists currently 
being appointed in the Regular components of the armed service 
under existing authority is not sufficient to compensate for the logse< 
being incurred. The Department of Defense therefore feels that jt jx 
imperative to relax somewhat the current age limitations. Also, thy, 
Navy desires to have authority comparable to that now enjoyed }) 
the Army and Air Force to appoint women in a grade higher than tha 
of ensign. 

Raising the age limits for original commissioning in the Regular 
services should increase the number of Reserve officers eligible for 
selection as Regular officers. Consequently, the longer periods of 
active duty performed prior to Regular appointment will provid 
opportunity for a better evaluation of the capabilities of applicants 
and will enlarge the field from which the Regular nurses may | 
procured. , 

To accomplish the foregoing, the bill amends existing law so as to 
prescribe an age limit of 27 vears for appointment in the grade of 
second lieutenant or ensign and to authorize appointments of persons 
not more than 30 years of age in the next higher grade of first lieutenant 
or lieutenant (junior grade) as is appropriate. To provide credit for 
the very substantial number of individuals who have had periods of 
Reserve service on active duty, such age limits may be increased by 
a maximum of 5 years by any periods of active commissioned Federal 
service after December 31, 1947. 


DEPARTMENTAL RECOMMENDATION: BUDGET DATA 


This bill is recommended by the Department of Defense with ti 
concurrence of the Bureau of the Budget and is a part of the legislative 
program of the present administration. 

Enactment of the bil involves no increased expenditure of Federal 
funds. A letter from the Department of Defense recommending 
enaetment of the bill appears below and is hereby made a part of 
this report. 


OFFICE OF THE SECRETARY OF DEFENSE, 
Washington, D. C., March 28, 1953 
Hon. LEVERETT SALTONSTALL, 
Chairman, Committee on Armed Services, 
United States Senate. 

Dear Mr. CuarrMan: There is forwarded herewith a draft of legislation t 
amend the Army-Navy Nurses Act of 1947 to authorize the appointment i 
grade of first lieutenant of nurses and medical specialists in the Regular Arn 
ard Regular Air Foree, and appointment with rank of lieutenant (junior grad 
of nurses in the Regular Navy. 

This proposal is a part of the Department of Defense legislative program for 
1953, and.the Bureau of the Budget has advised that there would be no object 
to the presentation of the proposal for the consideration of the Congress, T! 
Department of Defense recommends that it be enacted b’ the Congress. 


PURPOSE OF THE LEGISLATION 


The purpose of this proposed legislation is to amend existing law relating | 
the appointment of nurses in the Regular Army, Regular Navy, and Pegul: 
Air Foree, and women medical specialists in the Regular Army acd Regular A 
Force by raising the age limits for original appointments and by authorizi 
appointments in the grade of first lieutenant in the Army and Air Fore 
lieutenant (junior grade) in the Navy. 

Section 101 (ce) of the Army-Navy Nurses Act of 1947 (10 U. 5. C. 166 
prescribes an age limit of 28 vears and authorizes appointment in the gra 
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second lieutenant only with respect to original appointments in the Army Nurse 
Corps of the Regular Army. Section 102 (c) of that act (10 U. S. C. 166a (c)) 
nakes similar provision for appointments in the Women’s Medical Specialist 
‘rps of the Regular Army. The provisions of these sections are also applicable 

omparable personnel in the Air Force. Section 204 of the act (34 U. & ¢, 
3c) provides for the appointment of nurses in the Regular Navy with the rank 
of ensign from persons who shall not have reached the age of 29 years on July 1 
of the calendar vear in which appointed. 

The etfect of the amendments proposed by this legislation to sections 101 (c), 
102 (c), and 204 of the Army-Navy Nurses Act of 1947 would be (1) to prescribe 
an age limit of 27 years for appointments in the grade of second lieutenant or 

as appropriate, and (2) to authorize appointments of persons no more than 
30 vears of age in the grade of first lieutenant or lieutenant (junior grade), as 
appropriate. Such age limits, however, would be increased by a maximum of 
5 vears by the period of active commissioned Federal service performed after 
De cember ai, 1947. 

lhe number of nurses and women medical specialists who are being appointed 
in the Regular components of the Army and Air Force under existing authority 
is insuffeient to compensate for losses which are being incurred. It appears 
necessary, therefore, to relax somewhat the current age limitations on original 
appointments in order to make available to more people the opportunity to enter 
the Regular components of these services. And while the Secretary of the Navy 
has authority to utilize the act of April 18, 1946, as amended (34 U. 8. C. 15), 
to appoint members of the Nurse Corps Reserve of the Navy and persons who 
served during World War II, who are under 40 years of age, in the Regular Navy 
with the highest grade held on active duty, that authority will expire on December 
31, 1953. Therefore, section 3 of this proposal, which amends section 204 of the 
Army-Navy Nurses Act of 1947, will make uniform the procurement opportunity 
for al! three services in this field. 

Raising the age limits for original commissioning will increase the number of 
feserve Officers eligible for selection as Regular officers. Thus, longer periods of 
active duty performed prior to Regular appointment will provide opportunity for 
a better evaluation of the capabilities and potentialities of the applicant. The 
average woman of 27 to 30 vears of age has had an opportunity to investigate the 
various occupational possibilities available to her and can be expected to be more 
firm in her choice than a younger woman. Consequently, it is believed that, in 
addition to enlarging the field from which Regular nurses may be procured, a 
raising of the age limits for original commissioning and providing increased in- 
centive through appointment in the grade of first lieutenant will ereate a more 
stable and larger supply of more highly qualified candidates for Regular appoint- 
ment, 

DEPARTMENT OF DEFENSE ACTION AGENCY 

The Department of the Air Force has been designated as the representative of 

the Department of Defense for this legislation. 
Sincerely yours, 
Rocer Kent, General Counsel 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, there is printed in parallel columns the text of 
the provisions of existing law which would be repealed or amended 
by the various provisions of the bill: 


Existing Law Tue Bit 8. 1530 


ARMY-NAVY NURSES ACT 
STAT. 42) 

Sec. 101. * * ®# 

c) Commissioned officers of the 


OF 1947 (61 
(c) Commissioned officers of the Reg- 


ular Army in the Army Nurse Corps, 


Army Nurse Corps, Regular Army, shall 
be appointed by the President, by and 
with the advice and consent of the 
Senate, from female citizens of the 


and commissioned officers of the Regu- 
lar Air Force appointed with a view to 
designation as Air Force nurses, shall 
be appointed by the President, by and 





AMEND THE 


Existing Law 


United States who have attained the 
age of twenty-one years. Original 
appointments other than appointments 
made under sections 103, 104, and 105 
shall be made only in the grade of second 
lieutenant from female persons not over 
twenty-eight years of age on the date 
of nomination by the President, who 
are graduates of hospital or university 
training schools,, who are registered 
nurses, and who possess such physical 
and other qualifications as may be 


prescribed by the Secretary of War. 


* * 

Sec. 102. * * * 

(c) Commissioned officers of the 
Women’s Medical Specialist Corps, 
Regular Army, shall be appointed by 
the President, by and with the advice 
and consent of the Senate, from female 
citizens of the United States, who have 
attained the age of twenty-one vears. 
Original appointments other than ap- 
pointments under sections 103, 104, and 
105 hereof shall be made only in the 
grade of second lieutenant from female 
persons not over twenty-eight years of 
age on the date of nomination by the 
President and who possess such physical 
and other qualifications as may be 
prescribed by the Secretary of War. 


ARMY-NAVY NURSES 


ACT OF 1947 


Tue Bitt 8. 1530 
with the advice and consent 
Senate, from female citizens of 
United States who have attain 
age of twenty-one vears. To be e| 
for appointment under this subs 
a person must be a graduate of a 
pital or university training schoo} 
a registered nurse and must hay 
physical and other qualifications | 
scribed by the Secretary of the Ap; 
or the Secretary of the Air Fore. 
the appropriate armed force. A perso; 
appointed under this subsection s] 
appointed in the grade of 
(1) second lieutenant, if 
not more than twenty-seven 
of age on the date of nominat 
by the President and is not q 
for appointment as a first lieut 
under clause (2); or 
(2) first lieutenant, if she js 
qualified under regulations issued 
by the appropriate Secretary and 
is not more than thirty years 
age on the date of nomination 
the President. 
The maximum ages specified in clauses 
(1) and (2) are increased by the period 
of active Federal commissioned s¢ 
performed after December 3! 
However, such an age may not 
increased by more than five year 


Sec, 2. Section 102 (c) of the Ar 
Navy Nurses Act of 1947 (61 Stat 
is amended to read as follows: 

““(¢) Commissioned officers of 
Regular Army in the Women’s Me 
Specialist Corps, and commi 
officers of the Regular Air For 
pointed with a view to designat 
women medical specialists, shall 
appointed by the President, by 
with the advice and consent of th 
ate, from female citizens of the | 
States who have attained the 
twenty-one years. To be eligi 
appointment under this subse 
person must have the physical and 
qualifications prescribed by the 5 
tary of the Army or the Secretary of 
Air Force for the appropriate ar 
force. A person appointed unde 
subsection shall be appointed in 
grade of— 

(1) second lieutenant, if 
not more than twenty-seven 
of age on the date of nominat 
the President and is not q 
for appointment as a first Li 
ant under clause (2); or 

“(2) first lieutenant, if 
qualified under regulations is 
by the appropriate Secretary a 
is not more than thirty years of ag 
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Existina Law 


* + 4 * * 
. 204. Except as provided in sec- 
ns 203 and 211 of this title, appoint- 
ents to the grade of nurse ih the Regu- 
Navy shall be with the rank of 
gn, and each such appointment 
ill be subject to revecation by the 
secretary of the Navy until such time 
the appointee is advanced to the rank 
itenant (junior grade). Officers 
se appointments are so revoked 
be discharged from the service 
vut advanced pay. Such appointees 
be female citizens of the United 
s who shall have reached the age 
twenty-one years on July 1 of the 
ndar year in which appointed, and 
o shall not have reached the age of 
nty-nine years on July 1 of the 
ndar year in which appointed. No 
shall be appointed pursuant to 
s section until she shall have estab- 
{i her mental, moral, educational, 
fessional, and physical qualifications 
he satisfaction of the Secretary of 

the Navy. 


SEC 


rersor 


ARMY-NAVY 


NURSES ACT OF 1947 


Tue Bitz 8. 1530 
on the date of nomination by the 
President. 
The maximum ages specified in clauses 
(1) and (2) are increased by the period 
of active Federal commissioned service 
performed after December 31, 1947. 
However, such an age may not be so 
increased by more than five years.” 

Sec. 3. Section 204 of the Armvy- 
Navy Nurses Act of 1947 (61 Stat. 48) 
is amended to read as follows: 

“Sec. 204. Except as provided in sec- 
tion 203 and 211 of this title, appoint- 
ment to the grade of nurse in the Regu- 
lar Navy shall with the rank of 
ensign or lieutenant (junior grade), and 
each such appointment shall be subject 
revocation by the Secretarv of the 
Navy until such time as the appointee 
1 under such appointment f 


be 


to 


has served tor 
three vears from the date of appoint- 
ment. Officers whose appointments are 
so revoked shall be discharged from 
the service without advanced pay. 
Appointees shall be female citizens 
of the United States who shall 
reached the age of twenty-one years on 
July 1 of the calendar year in which 
appointed. No person shall be ap- 
pointed pursuant to this section until 
she shall have established her mental, 
moral, educational, professional, and 
physical qualifications to the satisfac- 
tion of the Secretary of the Navy. A 
person appointed under this 
shall be appointed with the rank of 
“(1) ensign, if not 

than twenty-seven vears of age on 

tl by the 

not qualified for 


a lieutenant (junior 
9 


have 


section 


she is more 


e date of nomination 
President and is 
appointment as 
grade) under 

2) lieutenant (junior grade), if 
under res 
v of the Na 
an tl 
on the date of ne 


clause or 
she 
issued by the 
and is not more t!} 
of age 
by the President. 
The maximum ages specified in cla 
(1) and (2 d by the period 
of active Fe service 
perforn ed December 1947. 
However, such an age may not he so 
increased by more than five years 
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1st Ne ssion \ z No. 1 150 


\MENDING THE ACT AUTHORIZING THE SECRETARY OF 
WAR TO APPROVE A STAN DARD DESIGN FOR A SERVICE 
FLAG AND SERVICE LAPEL BUTTON 


APRIL 16 (legislative day, Aprit 6), 1953.—-Ordered to be printed 


\lrs. Surry of Maine, from the Committee on Armed Services, sub- 
mitted the following 


REPORT 
(To accompany 8S. 1546] 


lhe Committee on Armed Services, to whom was referred the bill 
S. 1546) to amend the act authorizing the Secretary of War to approve 
a standard design for a service flag and service lapel button, having 
considered the same, report favorably thereon without amendment, 
and recommend that the bill do pass. 


PURPOSE OF THE BILL 


This bill proposes to make it possible that a service flag and lapel 
button indicating service in the present emergency may be authorized 
for wear by members of the immediate family of a person serving in the 
\rmed Forces in much the same manner as was the case during World 
War IT. 

EXPLANATION OF THE BILL 


The act October 17, 1942, authorized the Secretary of War to 
approve a design for a service flag to be displaved in a window in the 
place of residence of persons who were members of the immediate 
family of a person serving in the Armed Forces of the United States. 
This authorization was effective “during the current war.”’ 

In addition to the service flag the act also authorized the approval 
of a design of a lapel button to be worn by members of the immediate 
family. Here again the authority was effective “during the current 
War. 

This World War II enactment provided that upon the approval by 
the Secretary of War of a design for the service flag and lapel button 
referred to above, a notice thereof, together with a description of such 
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flag and button, should be published in the Federal Register.  T}e 
enactment also provided for the issuance of licenses to manufacture 
and sell such flags and buttons, and prohibited their manufacture 
and sale without a license. The responsibility for making necessary 
rules and regulations and for the design of the emblem was fixed on 
the Secretary of War. 

This bill 5S. 1546 would substitute for “Secretary of War’’, the 
“Secretary of Defense” and would change the period of effectiveness 
of the enactment from “the current war’ to “any period of war o) 
hostilities in which the Armed Forces of the United States may be 
engaged”. This would permit the wearing and display of emblems 
of the type referred to above during the current emergency. 

The committee feels that the gravity of the present emergency is 
such as to warrant this small recognition of the great sacrifice now 
being made by our service personnel and by their families, and that 
the people of every neighborhood throughout the country would 
welcome this simple opportunity to honor the men and women who 
have left their homes to serve their country. 


DEPARTMENTAL RECOMMENDATIONS BUDGET DATA 


This legislation is recommended by the Department of Defense as 
part of the legislative program of the present administration, and has 
the approval of the Bureau of the Budget, as is shown by the attached 
letter which is hereby made a part of this report. 

Approval of the legislation involves no additional expenditure of 
Government funds. 


ASSISTANT SECRETARY OF DEFENSE, 
Washington, D. C., January 5, 1953 
Hon. ALBEN W. BarRKLEy, 
President of the Senate. 

Dear Mr. Presipent: There is forwarded herewith a draft of legislation 
amend the act authorizing the Secretary of War to approve a standard desig: 
for a service flag and service lapel button. 

This proposal is a part of the Department of Defense legislative program for 
1953. The Bureau of the Budget has advised that there is no objection to th 
presentation of this proposed legislation for the consideration of the Congress 
The Department of Defense recommends that it be enacted. 


PURPOSE OF THE LEGISLATION 


The act of October 17, 1942 (ch. 615, 56 Stat. 796: 36 U. S. C. 179-182), 
authorized the Secretary of War to approve a design for a service flag which may 
be displayed in a window of the place of residence of persons who are members 
of the immediate family of a person serving:in the Armed Forces of the United 
States “during the current war.’’ It also authorized the approval of a desig 
of a service lapel button to be worn by members of the immediate family of a 
person serving in the Armed Forces ‘‘during the current war.”’ The act provided 
that, upon the approval by the Secretary of War of the design for such servic 
flag and lapel button, notice thereof together with proper description of suc! 
flag and button shall be published in the Federal Register. It provided for the 
issuance of licenses to manufacture and sell such flags and buttons and pri 
hibited their manufacture and sale without a license. It authorized the Secretary 
of War to make such rules and regulations as may be necessary to carry out th 
provisions of the act. 

The proposed amendment would substitute “Secretary of Defense’ for ‘Sec 
retary of War” and in the place of ‘‘the current war’? would substitute the words 
“any period of war or hostilities in which the Armed Forces of the United States 
may be engaged.”’ 
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ipparent indifference of some groups of United States citizens to the struggle 
ich this country is engaged against Communist aggression in Korea and 
where has been noted with regret by many returning servicemen. Various 
ires have been proposed to help dispel this indifference, and to bring home 
every community the importance of our national military effort. The armed 
rvices have all agreed that it would be highly desirable to restore the former 
tice of displaying service flags in the homes of service personnel, and thus 
every neighborhood a better opportunity to honor the men and women who 
eft their homes to serve their country. 
LEGISLATIVE REFERENCES 
lhis proposal was presented for the consideration of the 82d Congress as part 
the Department ot Defense legislative program for 1952, but it was not intro- 


ed in the 82d Congress. 


DEPARTMENT OF DEFENSE 


ACTION AGENCY 


lhe Department of the Army has been designated as representative of the 
artment of Defense for this legislation. 


Sincerely yours, 


CHANGES IN 


EXISTING 


{0GER KENT, General Counsel. 


LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Kules of the Senate, there is printed in parallel columns the text of 
the provisions of existing law which would be repealed or amended by 
the various provisions of the bill: 


ExistTinc Law 


OF OCTOBER 17, 1942 


STAT. 796) 


(CH. 613; 56 


That the Secretary of War is authorized 
and directed to approve a design for a 
service flag, which flag may be dis- 
played in a window of the place of 
residence of persons who are members 
of the immediate family of a person 
serving in the armed forces of the 
United States during the current war. 

Sec. 2. The Secretary of War is also 
authorized and directed to approve a 
lesign for a service lapel button, which 
button may be worn by members of the 
immediate family of a person serving 
in the armed forces of the United States 
during the current war. 


S. 1546 


A BILL Toamend the Act authorizing the Secretary 
of War to approve a standard design for a service 
flag and service lapel button 

Be it enacted by the Senate and House 
of Representatives of the United States of 

America in Congress assembled, That the 

Act of October 17, 1942 (ch. 615; 56 

Stat. 796), is hereby amended by 

striking the words “Secretary of War’’ 

wherever they appear therein and 
inserting in lieu thereof the words 

“Secretary of Defense’ and striking the 

words ‘‘the current war’’ appearing at 

the end of the first and second sections 
of the Act and inserting in lieu thereof 
the words “any period of war or hostili- 
ties in which the Armed Forces of the 
United States may be engaged”’. 
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AMENDING SECTION 7 OF THE FLOOD COX TROL ACT OF 1941 RE- 
LATING TO THE APPORTIONMENT OF MONEYS RECEIVED ON 
ACCOUNT OF LEASING LANDS ACQUIRED KY THE UNITED STATES 
FOR FLOOD CONTROL PURPOSES 


AprIL 17 (legislative day, ApriL 6), 1953.—Ordered to be printed 


Mr. Martin for Mr. Busu, from the Committee on Public Works, 
submitted the following 


REPORT 
(To accompany &. 117] 


Comittee on Public Works, to whom was referred the bill 
)} to amend section 7 of the Flood Control Act of 1941 relating 
o the apportionment of monevs recerved on account of the leasing 
lands acquired by the United States for flood-control purposes, 
ing considered the same, feport favorably thereon with an amend- 
t, and recommend that the bill, as amended, do pass 
amendment is as follows: 
Qn line 8, after the word “defray ing’? insert the words “any of” 
and strike out the word “general”. 
Section 7 of the Flood Control Act of 1941 provided that 25 percent 
of all funds received during any fiseal year from leasin 
hy the United States for flood-control purposes, woul pail by the 
Secretary of the Treasury to the State in which the property is 
situated, to be expended as prescribed by the State legislature for 
the benefit of the public schools or public roads of the county in 
which such property is located 
This legislation was enacted to provide some measure of compen- 
sation to the local taxing units for the loss of taxes which results 
when lands acquired by the Federal Government for flood-control 
purposes are removed from the local tax rolls 
Section 5 of the Flood Control Act of 1946 amended section 7 by 
increasing the percentage of apportionment to the States from 25 
to 75 pereent 
The bill, S. 117, as amended, would permit the use of such Federal 
funds refunded to the States not only for public schools and roads, 
but also for defraying any of the expenses of the county government. 
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Enactment of this legislation would not involve the expenditure 0 
any additional Federal funds. 

The Department of the Army and the Bureau of the Budget hay, 
no objection to enactment of this legislation. The Bureau of th 
Budget suggested modification of the language to make it clear thy; 
the funds could be used for any expenses of the county governme 
The committee fully discussed the matter during public hearings 0; 
the bill, and has recommended an amendment to emphasize ty 


il 


intent of the committee that the funds could be used for any count 
government expenses. 

The comments of the Bureau of the Budget and the Department o/ 
the Army on the bill are as follows: 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BuDGE?T, 
Washington D. C., March 18, 1953 
Hon. Epwarp Martin, 
Chairman, Committee on Public Works, 
Senate Office Building, Washington, D. C. 

My Dear Mr. CuatrMan: This will acknowledge your request of February 4 
1953, for the views of the Bureau of the Budget on 8S. 117, a bill to amend section 7 
of the Flood Control Act of 1941 relating to the apportionment of moneys re 
on account of the leasing of lands acquired by the United States for flood cont 
purposes, 

Under present law 75 percent of the rental receipts from land acquired by | 
Federal Government for flood projects is made available to the States in w! 
such property 1s situated for the benefit of public schools and publie roads of 1! 
county, or counties, in which such property is situated. S. 117 would wider 
use of such Federal funds to provide that they may be used not only for pub 
schools and roads, but also for defraving the general expenses of county gover 
ment. 

The Bureau of the Budget would have no objection to the enactment of | 
measure, but suggets that the word “general’’ on line 8, be deleted in order ' 
make it clear that the moneys are available for all expenses of county government 

Sincerely vours, 
JosepH M. Dovae, Directo 


DEPARTMENT OF THE ARMY, 
March 24, 1 
Hon. Epwarp Martin, 
Chairman, Committee on Public Works, 
United States Senate. 


Dear Mr. CHAIRMAN: Reference is made to your request for the views of t! 
Department of the Army with respect to S. 117, 83d Congress, a bill to ame 
section 7 of the Flood Control Act of 1941 relating to the apportionment of mon 
received on account of the leasing of lands acquired by the United States for flood 
control purposes. 

The Department of the Army has no objection to the above-mentioned bi 

Under existing law 75 percent of all moneys received and deposited into t 
Treasury of the United States during any fiscal year on account of the leasing 
lands acquired by the United States for flood control purposes are paid at the enc 
of each vear by the Secretary of the Treasury to the State in which such propert 
is situated to be expended as the State legislature may prescribe for the ber 
of publie schools and public roads of the county or counties in which such propert 
is situated. This measure will add an additional purpose for which the mone) 
may be expended viz defraying the general expenses of county governments 

Enactment of this measure into law will not involve the expenditure of an 
Federal funds. F 

The Bureau of the Budget advises that there is no objection to the submissio! 
of this report. 

Sincerely yours, 
Rosertr T. STEVENS, 
Secretary of the 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of Rule XXIX of the Standing 
Rules of the Senate, there are printed below the changes in existing 
law proposed by the bill, with the new matter printed in italies: 


SECTION 7, AS AMENDED, FLoop ConrrroL Act oF 1941 


That 75 per centum of all moneys received and deposited in the Treasury of the 
United States during any fiscal vear on account of the leasing of lands acquired 
by the United States for flood-control purposes shall be paid at the end of sueh 
year by the Secretary of the Treasury to the State in which such property is 
situated, to be expended as the State legislature may prescribe for the benefit of 
publie schools and public roads of the county, or counties, in which such property 
is situated, or for defraying any of the expenses of county government in such county 
or counties: Provided, That when such property is situated in more than one State 
or county, the distributive share to each from the proceeds of such property shall 
be proportional to its area therein. 
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») CONGRESS SENATE j REPoRT 
ist Session t No. 152 


PROVIDING FOR ABANDONMENT OF A CERTAIN PART 
OF FEDERAL PROJECT FOR BROADKILL RIVER IN 
DELAWARE 


\priL 17 (legislative day, Apriu 6), 1953.-Ordered to be printed 


\lr. Martin (for Mr. Busu), from the Committee on Public Works, 
submitted the following 


REPORT 


[To accompany S. 639] 


The Committee on Public Works, to whom was referred the bill 
S. 639) to provide for the abandonment of a certain part of the Fed- 
eral project for the Broadkill River in Delaware, having considered 
the same, report favorably thereon without amendment, and recom- 
mend that the bill do pass. 

The Federal project for the Broadkill River was adopted March 3, 
873, and modified March 2, 1907, to provide for an entrance channel 
from the river to Delaware Bay. The existing project provides for 
establishment of an entrance channel across Lewes Cape, 150 feet 
wide and 6 feet deep from Delaware Bay to the mouth of the river, a 
distance of about one-half mile; a jetty on the northerly side of the 
entrance; and a channel 40 feet wide and 6 feet deep upstream to 
Milton, a distance of about 10% miles. 

The project was completed in 1913 at a cost of $68,200. The 
Broadkill River entrance served until 1939 as the Delaware Bay en- 
trance to the Lewes and Rehoboth Bay Canal which was completed 
in 1927. In 1939 a new entrance to the canal was constructed at 
Roosevelt Inlet, about 2 miles south of the mouth of Broadkill River, 
und the canal channel from the new entrance to the river widened to 
100 feet. 

The entrance channel of Broadkill River has shoaled to such an 
extent that it is now bare at low water, and adjacent land areas have 
extended by accretion. Navigation between Milton and the bay 
follows the Lewes and Rehoboth Canal and Roosevelt Inlet. The 
traffic consists primarily of oysters transported in small boats drawing 
about 3 feet. Maintenance dredging in the Broadkill River and en- 
trance channel has been discontinued since 1927. 
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The Federal Government acquired an area of 5.8 aeres in 1907 
across Which the entrance channel from Broadkill River to Delaware 
Bay was constructed, Abandonment of this section of the project 
would permit this land to be reported to the General Services Admin- 
istration for disposal pursuant to existing law. 

Hearings on the bill were held on April 16 by the committee, at 
which testimony in support thereof was received from Senator Wil- 
liams of Delaware and representatives of the Corps of Engineers 

The committee believes that with the present limited navigation 
and lack of prospective commerce, and the existing adequate outlet 
for the river through Roosevelt Inlet, it would be in the publie interest 
to modify the project by abandonment of the portion comprising 
an entrance across Lewes Cape. 

The Bureau of the Budget and Department of the Army have no 
objection to enactment of this legislation. 


DEPARTMENT OF THE ARMY 
Varch 28, 1954 
Hon. Eowarp MaArrin, 
Chairman, Committee on Public Works, 
United States Senate. 


Dear Mr. CHatkMAN: Reference is made to your request for the views of the 
Department of the Army with respect to 8. 639, 838d Congress, a bill to provide 
for the abandonment of a certain part of the Federal project for the Broadkill 
River in Delaware 

The Department of the Army favors the above-mentioned bill. 

The purpose of the bill is to authorize the Chief of Engineers to abandon the 
part of the Federal project for the Broadkill River in Delaware, adopted March 
3. 1873, as modified March 2, 1907, which provides for an entrance channel from 
the river to Delaware Bay. 

The existing navigation project for Broadkill River provides for the establish- 
ment of an entrance channel across Lewes Cape, 150 feet wide and 6 feet deep, 
for a distance of approximately one-half mile, a jetty on the northerly side of 
the entrance, and a channel 40 feet wide and 6 feet deep to Milton. The project 
was completed in 1913. The Broadkill River entrance also served, until 1939, 
as the Delaware Bay entrance to the Lewes and Rehoboth Bay Canal, which was 
completed in 1927. In 1939 a new entrance to the canal was constructed at 
Roosevelt Inlet about 2 miles south of the mouth of Broadkill River, and the 
canal channel from the new entrance to the river was widened to LOO feet. 

The entrance channel of Broadkill River has shoaled to the extent that it is now 
bare at low water. Boats navigating between Milton and the bay now use the 
Lewes and Rehoboth Canal and Roosevelt Inlet. This traffic is confined to smal! 
motorboats drawing about 3 feet. Commerce in roadkill River has declined 
through the years, there being no commerce reported in 1949. Theie has been no 
dredging in Broadkill River since 1927, when the entrance channel was redredged 
It is believed that, because of the present limited navigation and apparent lack of 
any prospective development of navigation in Broadkill River, and the provision 
of an adequate outlet for the river through Roosevelt Inlet, it would be in the 
public interest to modify the existing project for Broadkill River by abandoning 
that part of the project which provides for an entrance through Lewes Cape. 
Accordingly, the Department recommends enactment of 5. 639. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
Rospert T. STEVENS, 
Secretary of the Army. 
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IMMUNITY OF WITNESSES APPEARING BEFORE 
CONGRESSIONAL COMMITTEES 


Aprit 20 (legislative day, Aprit 6), 1953.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany §S. 16] 


The Committee on the Judiciary, to which was referred the bill 
(S. 16) to amend the immunity provision relating to testimony 
given by witnesses before either House of Congress or their com- 
mittees, having considered the same, reports favorably thereon, with 
an amendment, and recommends that the bill as amended do pass. 


AMENDMENT 


On page 2, in line 11, strike out the period. (This is a purely techni- 
cal amendment, correcting a tvpographical error.) 


PURPOSE 


The purpose of the proposed legislation is to provide an effective 
immunity statute under which, in proper case, a witness can be com- 
pelled to testify in spite of a claim of possible self-incrimination. 


GENERAL DISCUSSION 


The present immunity statute affecting witnesses before congres- 
sional committees fails to give such witnesses a degree of protection 
as broad as their constitutional privilege against self-inerimination. 
For this reason, the present statute fails to accomplish its purpose of 
putting a congressional committee in a position to require a witness 
to testify, even with respect to matters which might incriminate him. 

The important difference between the proposal embodied in S. 16 
and the existing immunity statute which it is proposed to replace is 
that the present law provides, in effect, that no testimony which the 
witness gives may be used against him in any subsequent criminal 
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prosecution; whereas the proposed new law adopts language which 
has been approved by the Supreme Court in a number of instances 
and provides that the witness shall not be prosecuted on account of 
any transaction, matter, or thing concerning which he is compelled 
pursuant to and in accordance with the provisions of the law, to testify. 

The proposed new law is carefully worded so that the witness 
would not get an “immunity bath” by the mere fact of testifying. He 
would have to raise specificaJly his claim for privilege, and thus put 
the committee on notice that it was faced with a decision as to whether. 
for the greater good, the witness should be required to testify (and 
thereby given immunity with respect to the matters concerning which 
he testified) or whether it would be better to excuse the witness from 
testifying, and seek the information elsewhere, in order to preserve 
possible rights of criminal action against the witness. 

It is recognized that this will be a serious decision in any case; but 
at the present time, under the existing immurity statute with respect 
to witnesses before congressional ‘committees, a committee has no 
choice at all. Even though a committee should decide unanimously 
that it was worth while to let a particular witness have immunity 
from prosecution for possible wrongdoing, in order to elicit testimony 
of importance to the national welfare, there is actually no way in which 
the committee can compel such testimony if, in fact, it would touch 
upon some previous wrongdoing of the witness in.such a way as to 
incriminate him within the meaning of the constitutional provisicn. 

By adoption of an amendment originally proposed by Senator 
Ferguson during the 82d Congress, the committee has written into 
this bill a provision under which the decision to grant a witness 
immunity in exchange for his testimony will be made not by a single 
member of the committee, but by at least two-thirds of the committee, 
including at least one member of the minority party. This makes it 
certain that a grant of immunity will not be decided upon lightly 
In this connection, it should be noted that the decision to offer a 
witness immunity in exchange for his testimony may be made by 
two-thirds of the members of the full committee either in advance 
of calling the witness, or after he has refused to testify on grounds 
of possible self-incrimination. The important requirement here is 
that the grant of immunity shall have been authorized by affirmative 
vote, concurred in by at least two-thirds of the members of the full 
comunittee, including at least one member of the minority party 
having the largest representation on such committee. It should be 
further noted that in the event the extension of immunity is authorized 
in advance of the calling of the witness, it would still be necessary for 
the witness to claim his privilege against testifying, on grounds of 
possible self-incrimination, before the immunity could be granted. 
In other words, the immunity will arise only after the witness has first 
claimed his privilege against testifying on grounds of possible self- 
incrimination, has then been specifically directed to answer, under the 
terms of the proposed statute, and has then proceeded to testify. It 
should be stressed that a witness could get immunity only with respect 
to compelled testimony. Voluntary confessions not responsive to the 
question ordered answered, could not become the basis for an immunity 
claim. 

The words “or contempt” on page 3, line 4, are intended to meet 
the difficulty suggested in U. S. v. Bryan (339 U. S. 33 (1949)), in 





IMMUNITY OF WITNESSES BEFORE CONGRESSIONAL COMMITTEES 3 


which a minority of the court held that testimony given under the 
present statutory privilege could not be introduced in a prosecution 
for contempt committed in the course of such testimony. Although 
the possibility of a witness refusing to testify because he might 

reby subject himself to prosecution for contempt (a Federal crime 
inder 2 U. S. C., see. 192) is perhaps remote, the insertion of these 
two words will eliminate such possibility completely. 

‘The committee considered a proposed amendment in the nature of 
a proviso requiring that advance notice be given to the Attorney 
General before a vote on the question of granting immunity to a 
witness. This amendment was rejected by a vote of 9 to 2 on the 
basis that any such provision should be by a rule of the committee 
or the House concerned, and not by statute. 


STATE OF THE LAW 


The committee has considered most carefully and thoroughly the 
state of the law respecting the privilege of witnesses, under the fifth 
amendment to the Constitution of the United States, to refuse to 
testify on grounds of self-incrimination, with particular reference to 
the power of Congress to enact legislation granting immunity from 
prosecution to a witness and thereby making it possible to compel 
the testimony of such witness notwithstanding his privilege under 
the fifth amendment. 

In June 1807, Chief Justice Marshall, in the Circuit Court of the 
United States for the District of Virginia, in Burr’s Trial (1 Pur's 
Trial 244) on the question whether the witness was privileged not to 
accuse himself, said: 


If the question be of such a description that an answer to it may or may not 
criminate the witness, according to the purport of that answer, it must rest with 
himself, who alone can tell what it would be, to answer the question or not. If, 
n such a ease, he say upon his oath, that his answer would criminate himself, 
the court ean demand no other testimony of the fact * * * According to their 
statement [the counsel for the United States], a witness can never refuse to 
answer any question, unless that answer, unconnected with other testimony, 
would be sufficient to convict him of crime. This would be rendering the rule 
almost perfeetly worthless. Many links frequently compose that chain of 
testimony which is necessary to convict any individual of a crime. It appears 
to the court to be the true sense of the rule, that no witness is compellable to 
furnish any one of them against himself. It is certainly not only a possible, but 
a probable case, that a witness, by disclosing a single fact, may complete the 
testimony against himself; and to every effectual purpose accuse himself as 
entirely as he would by stating every circumstance which would be required for 
his conviction. That fact of itself might be unavailing, but all other facts with- 

it would be insufficient. While that remains concealed within his own 
hosom, he is safe; but draw it from thence, and he is exposed to a prosecution. 
The rule which declares that no man is compellable to accuse himself, would 
inost obviously be infringed, by compelling a witness to disclose a fact of this 
lescription. What testimony may be possessed, or is attainable, against any 
ndividual, the court can never know. It would seem, then, that the court 
ought never to compel a witness to give an answer which discloses a fact that 
vould form a necessary and essential part of a crime which is punishable by 
the lags, 


This protection may be claimed in a proceeding other than a court 
proceeding (U. S. v. Goodur (1940), 35 F. Supp. 286) including con- 
gressional proceedings. See U.S. v. Bryan ((1950), 339 U. S. 323, 
335-336). 

_Landmark ease in this field is Counselman v. Hitchcock, ((1892), 142 
U.S. 547), where all prior cases were thoroughly reviewed and it was 
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decided that the meaning of the provision in the fifth amendment to 
the Constitution of the United States, that “No person * * * shall 
be compelled in any criminal case to be a witness against himself.” 
is not merely that a person shall not be compelled to be a witness 
against himself in a criminal prosecution against himself; but that jts 


object is to insure that a person shall not be compelled, when acting as 
a witness in any investigation, to give testimony which may tend to 
show that he himself has committed a crime. 

This case also held it is a reasonable construction of the constity- 


i 


tional provision that the witness is protected from being compelled to 
disclose the circumstances of his offense, or the sources from which. or 
the means by which, evidence of its commission, or of his connection 
with it, may be obtained, or made effectual for his conviction, without 
using his answers as direct admissions against him. 

In this same case, the Court also held that the protection afforded 
by a particular immunity statute! then existing was not coextensive 
with the constitutional provision. The analogy to the present im- 
munity statute ? respecting witnesses before congressional committees 
seems clear. 

The Court said: 


It is broadly contended on the part of the appellee that a witness is not entitled 
to plead the privilege of silence, except in a criminal case against himself; but 
such is not the language of the Constitution. Its provision is that no persor 
shall be compelled in any criminal case to be a witness against himself. This 
provision must have a broad construction in favor of the right which it was in- 
tended to secure. The matter under investigation by the grand jury in this 
case was a criminal matter, to inquire whether there had been a criminal violatio 
of the Interstate Commerce Act. If Counselman had been guilty of the matters 
inquired of in the questions which he refused to answer, he himself was liable to 
criminal prosecution under the act. The case before the grand jury was, there 
fore, a criminal case. The reason given by Counselman for his refusal to answer 
the questions was that his answers might tend to incriminate him, and showed that 
his apprehension was that, if he answered the questions truly and fully (as he 
was bound to do if he should answer them at all), the answers might show that hi 
had committed a crime against the Interstate Commerce Act, for which he might 
be prosecuted. His answers, therefore, would be testimony against himself, and 
he would be compelled to give them in a criminal case. 

It is impossible that the meaning of the constitutional provision can only bi 
that a person shall not be compelled to be a witness against himself in a crimina 
prosecution against himself. It would doubtless cover such cases; but it is not 
limited tothem. The object was to insure that a person should not be compelled 
when acting as a Witness in any investigation, to give testimony which might 
tend to show that he himself had committed a crime. The privilege is limited 
to criminal matters, but it is as broad as the mischief against which it seeks to 
guard. 

* * * * * * * 


It remains to consider whether section 860 of the Revised Statutes removes the 
protection of the constitutional privilege of Counselman. That section must be 
construed as declaring that no evidence obtained from a witness by means of & 
judicial proceeding shall be given in evidence, or in any manner used against him 
or his property or estate, in any court in the United States, in any crimina 
proceeding, or for the enforcement of any penalty or forfeiture. It follows that 


f 
j 


1 See. 860, Rev. Stat.. providing: ‘‘No pleading of a party, nor any discovery or evidence obtaine b 
party or witness by means ofa judicial nroceeding in this or any foreign country, shall be given in e¥ 
or in anv manner used against him or his ; ronerty or estate, in any court of the United States, in any crimins 
proceeding, or for the enforcement of any penalty or forfeiture: Provided, That this section shall not exen 
any nartv or witness from prosecution and punishment for perjury committed in discovering or testifying 
as aforesaid.” 

2 Originally sec. 859, Rev. Stat., later 28 U. S. C, 634, now 18 U. S. C. 3486, providing: ‘‘No testimon) 
given by a witness before either House, or before any committee of either House, or before any joint cou 
mittee established by a joint or concurrent resolution of the two Houses of Congress, shall be used 8s 
evitence in any criminal proceeding against him in any court, except in a prosecution for perjury com, 
mitte! in giving such testimony. But an official paper or record produced by him is not within the sa 
privilege.” 


ym 4a 
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evidence which might have been obtained from Counselman by means of 
i examination before the grand jury could not be given in evidence or used 
avainst him or his property in any court of the United States, in any criminal 
proceeding, or for the enforcement of any penalty or forfeiture. This, of course, 
rotected him against the use of his testimony against him or his property in any 
secution against him or his property, in any criminal proceeding, in a court of 
United States. But it had only that effect. It could not, and would not, 
vent the use of his testimony to search out other testimony to be used in 
idence against him or his property, in a criminal proceeding in such court. 
could not prevent the obtaining and the use of witnesses and evidence which 
iid be attributable directly to the testimony he might give under compulsion, 
and on which he might be convicted, when otherwise, and if he had refused to 
answer, he could not possibly have been convicted. 

rhe constitutional provision distinctly declares that a person shall not “‘be 
compelled in any cfiminal case to be a witness against himself’’; and the protection 
of section 860 is not coextensive with the constitutional provision. Legislation 
cannot detract from the privilege afforded by the Constitution. It would be 
quite another thing if the Constitution had provided that no person shall be 
compelled in any criminal case to be a witness against himself, unless it should 
be provided by statute that criminating evidence extracted from a witness against 
his will should not be used against him. But a mere act of Congress cannot 
amend the Constitution, even if it should engraft thereon such a proviso. 

In some States, where there is a like constitutional provision, it has been 
attempted by legislation to remove the constitutional provision, by declaring 
that there shall be no future criminal prosecution against the witness, thus making 
it impossible for the criminal charge against him ever to come under the cogni- 
zance of any court, or at least enabling him to plead the statute in absolute bar 
of such prosecution. 

* * * * * * « 

Under the constitutions of Arkansas, Georgia, California, Indiana, New York, 
New Hampshire, and North Carolina it was held that a given statutory provision 
made it lawful to compel a witness to testify; while in Massachusetts and Virginia 
it was held that the statutory provisions were inadequate, in view of the con- 
stitutional provision. In New Hampshire, and in New York under the Penal 
Code, it was held that the statutory provisions were sufficient to supply the 
place of the constitutional provision, because, by statute, the witness was entirely 
relieved from prosecution. 

But, as the manifest purpose of the constitutional provisions, both of the 
States and of the United States, is to prohibit the compelling of testimony of a 
self-criminating kind from a party or a witness, the liberal construction which 
must be placed upon constitutional provisions for the protection of personal 
rights would seem to require that the constitutional guaranties, however dif- 
ferently worded, should have as far as possible the same interpretation; and that 
where the constitution, as in the cases of Massachusetts and New Hampshire, 
declares that the subject shall not be ‘compelled to accuse or furnish evidence 
against himself,’’ such a provision shall not have a different interpretation from 
that which belongs to constitutions like those of the United States and of New 
York, which declare that no person shall be ‘“‘compelled in any criminal case to 
be a witress against himself.’’ Under the rulings above referred to, by Chief 
Justice Marshall and by this Court, and those in Massachusetts, New Hampshire, 
and Virginia, the judgment of the circuit court in the present case cannot be 
sustained. It is a reasonable construction, we think, of the constitutional provi- 
sion, that the witness is protected “from being compelled to disclose the cireum- 
stances of his offense, the sources from which, or the means by which, evidence 
of his commission, or of his connection with it, may be obtained, or made effectual 
for his eonvietion, without using his answers as direct admissions against him’’ 
Emery’s Case, 107 Mass. 172, 182). 

It is quite clear that legislation cannot abridge a constitutional privilege, and 
that it cannot replace or supply one, at least unless it is so broad as to have the 
same extent in scope and effect. It is to be noted of section 860 of the Revised 
Statutes that it does not undertake to compel self-criminating evidence from a 
party or a witness. In several of the State statutes above referred to, the testi- 
mony of the party or witness is made compulsory, and in some either all possibility 
of a future prosecution of the party or witness is distinctly taken away, or he can 
plead in bar or abatement the fact that he was compelled to testify. 

We are clearly of opinion that no statute which leaves the party or witness 
subject to prosecution after he answers the criminating question put to him, can 
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have the effect of supplanting the privilege conferred by the Constitution of the 
United States. Section 860 of the Revised Statutes does not supply a complet; 
protection from all the perils against which the constitutional prohibition was 
designed to guard, and is not a full substitute for that prohibition. In view of thy 
constitutional provision, a statutory enactment, to be valid, must afford absolyt;, 
immunity against future prosecution for the offense to which the question relates 


Thus one immunity statute was held to be inadequate. Late 
another statute, apparently better drafted was upheld as sufficient {0 
its purpose. In Brown v. Walker ((1896), 161 U. S. 591), the Cour 
held that the provision in the act of February 11, 1893 (ch. 83 
Stat. 443) 


that no person shall be excused from attending and testifying or from pro 
books, papers, tarif’s, contracts, agreements, and documents before the Inte: 
Commerce Commission, or in obedience to the subpena of the Commission 
ground or for the reason that the testimony or evidence, documentary or oth: 
required of him may tend to criminate bim or subject him to a penalty o 
feiture; but no person shall be prosecuted or subjected to anv penalty or forf 

for or on account of anv transaction, matter or thing, concerning which hy 
testify, or produce evidence, documentary or otherwise, before said Commission 
or in obedience to its subpena, or the subpena of either of them, or in any 
case or proceeding— 


affords absolute immunity against prosecution, Federal or State, for 
the offense to which the question relates, and deprives the witness of 
his constitutional right to refuse to answer. 

Discussing the statement of the Court, in the case of Counselman y. 
Hitchcock, supra, that— 


In view of the constitutional provision, a statutory enactment, to be valid, : 
afford absolute immunity against future prosecutions for the offense to whic 
question relates— 


the Court in Brown v. Walker said: 


The inference from this language is that, if the statute does afford such immu 
against future prosecution, the witness will be compellable to testify * * 
meet this construction of the constitutional provision, the act in questio: 
passed, exempting the witness from any prosecution on account of any transact 
to which he may testify. The case before us is whether this sufficiently satistie 
the constitutional guarantee of protection. 

The clause of the Constitution in question is obviously susceptible of two inter- 
pretations. If it be construed literally, as authorizing the witness to refus 
disclose any fact which might tend to incriminate, disgrace, or expose him to 
unfavorable comments, then as he must necessarily to a large extent determine 
upon his own conscience and responsibility whether his answer to the proposed 
question will have that tendency, * * * the practical result would be, that no 
one could be compelled to testifv to a material fact in a criminal case, unless he 
chose to do so, or unless it was entirelv clear that the privilege was not set up i! 
good faith. If, upon the other hand, the object of the provision be to secure the 
witness against a criminal prosecution, which might be aided directly or indirect!) 
by his diselosure, then, if no such prosecution be possible—in other words, if his 
testimony operate as a complete pardon for the offense to which it relates—a 
statute absolutelv securing to him such immunity from prosecution would satisfy 
the demands of the clause in question. 

* * * * * . * 


It is entirely true that the statute does not purport, nor is it possible for any 
statute, to shield the witness from the personal disgrace or opprobrium attaching 
to the exposure of his crime; but, as we have already observed, the authorities are 
numerous and very nearly uniform to the effect that, if the proposed testimony 
is material] to the issue on trial, the fact that the testimony may tend to degrade 
the witness in public estimation does not excempt him from the duty of disclosure 
A person who commits a criminal act is bound to contemplate the consequences 
of exposure to his good name and reputation, and ought not to call upon the 
courts to protect that which he has himself esteemed to be of such little value. 
The safety and welfare of an entire community should not be put into the scale 
against the reputation of a self-confessed criminal, who ought not, either in justice 
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good morals, to refuse to disclose that which may be of great public utility, 
ier that his neighbors may think well of hima The design of the constitutional 
ege is not to aid the witness in vindicating his character, but to protect him 
nst being compelled to furnish evidence to convict him of a criminal charge. 
secures legal immunity from prosecution, the possible impairment of his 
name is a penalty which it is reasonable he should be compelled to pay for the 
mon good. If it be once conceded that the fact that his testimony may tend 
ring the witness into disrepute, though not to incriminate him, does not 
him to the privilege of silence, it necessarily follows that if it also tends to 
inate, but at the same time operates as a pardon for the offense, the fact 
the disgrace remains no more entitles him to immunity in this case than in 
ther. 
is argued in this connection that, while the witness is granted imm unity from 
ition by the Federal Government, he does not obtain such imr unity against 
‘ution in the State courts. We are unable to appreciate the force of this sug- 
ion. It is true that the Constitution Coes not operate upon a witness testi- 
in the State courts, since we have held that the first eight amendments are 
iiions Only upon the powers of Congress and the Federal courts, and are not 
able to the several States, except so far as the fourteenth amendment may 
made them applicable (Barron v. Baltimore, 7 Pet. 243; For v. Ohio, 5 How. 
Withers v. Buckley, 20 How. 84; Twitchell v. Commonwealth, 7 Wall. 321; 
er v. Illinois, 116 U.S. 252). 

| here is no such restriction, however, upon the applicability of Federal statutes. 
[he sixth article of the Constitution declares that “this Constitution, and the 
Laws of the United States which shall be made in Pursuance thereof; and all 
lreaties made, or which shall be made, under the authority of the United States, 

be the supreme Law of the Land; and the Judges in every State shall be 
bound thereby, anything in the Constitution or Laws of any State to the Contrary 
notwithstanding.” 

» * * * * * * 

The act in question contains no suggestion that it is to he applied on'y to the 

ederal courts. It declares broadly that ‘“‘no person shall te excused fror a‘tend- 

and testifying * * * before the Interstate Commerce Commission 

* on the ground * * * that the testimony * * * required of him may 
tend to ecriminate him,’’ ete. ‘‘But no person shall be prosecuted or subjected 
to any penalty or forfeiture for or on account of any transaction, matter 
or thing concerning which he may testify,” ete. It is not that he shall not 
be prosecuted for or on account of any crime concerning which he may testify, 
which might possibly be urged to apply only to crimes under the Fe¢eral law and 
not to crimes, such as the passing of counterfeit money, ete., which are also 
C05 nizable under State laws; but the immunity extends to any transaction, mat’er 
or thing concerning which he may testify, which clearly in‘icates that the inmunity 
is inte nde d to be general, and to be applicable whenever and in whetever court 
such prosecution may be had. 

* * * * * * « 

If, as was justly observed in the opinion of the court below, witnesses standing 
in Lbrown’s position were at liberty to set up an immunity from testifying, the 
enforcement of the interstate com-rerce law or other analogous acts, wherein it 
is for the interest of both parties to conceal their misdoings, would become impos- 
sible, since it is only from the mouths of those having knowledge of the inhibited 
contracts that the facts can be ascertained. While the constitutional provision 
in question is justly regarded as one of the most valuable prerogatives of the citi- 
zen, its object is fully accomplished by the statutory immunity, and we are, 
therefore of opinion that the witness was comnpellable to answer, and that the 
judgment of the court below must be affirmed. 


(In the dissenting opinion in Brown v. Walker, supra, per Mr. 
Justice Shiras, Mr. ” Justice Gray, and Mr. Justice White, it was 
asserted that it is beyond the power of Congress to give to any person 
immunity from prosecution in the courts “of a State for an offense 

against the State, though that offense be disclosed by self-incriminating 
testimony, which such person has been required, under an act of 
Congress, to give in a tribunal of the United States. As will be seen, 
in subsequent cases the Court made it clear that the granting of im- 
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munity from State prosecution was not essential to a valid Feder] 
immunity statute.) e 

Sufficiency of another immunity statute was upheld in Hale y 
Henkel ((1906), 201 U.S. 43), where the Court said: 


1. The appellant justifies his action in refusing to answer the questions pro- 
pounded to him, first, upon the ground that there was no specific “charg: 
pending before the grand jury against any particular person; second, that the 
answers would tend to criminate him. * * * 

2. Appellant also invokes the protection of the fifth amendment to the Consti- 
tution, which declares that no person “shall he compelled in any criminal casi 
to be a witness against himself,’’ and in reply to various questions put to him he 
declined to answer, on the ground that he would thereby incriminate himself 

The answer to this is found in a proviso to the general Appropriation Act of 
February 25, 1903 (32 Stat. 854, 904), that “no person shall be prosecuted or 
subjected to any penalty or forfeiture for or on account of any transaction, matter 
or thing concerning which he may testify or produce evidence, documentary 
otherwise, in any proceeding, suit, or prosecution under said act,’ of which the 
antitrust law is one, providing, however, that ‘‘no person so testifying shall he 
exempt from prosecution or punishment for perjury committed in so testify 

* * * * * * + 

The object of the amendment is to establish in express language and upon a 
firm basis the general principle of English and American jurisprudence, that n 
one shall be compelled to give testimony which may expose him to prosecution for 
crime. It is not declared that he may not be compelled to testify to facets which 
may impair his reputation for probity, or even tend to disgrace him, but the line 
is drawn at testimony that may expose him to prosecution. If the testimony 
relate to criminal acts long since past, and against the prosecution of which the 
statute of limitations has run, or for which he has already received a pardon . 
guaranteed an immunity, the amendment does not apply. 

The interdiction of the fifth amendment operates only where a witness is asked 
to incriminate himself—in other words, to give testimony which may possibly 
expose him to a criminal charge. But if the criminality has already been taken 
away, the amendment ceases to apply. The criminality provided against is a 
present, not a past, criminality which lingers only as a memory and involves no 
present danger of prosecution. To put an extreme case, a man in his boyhood or 
youth may have committed acts which the law pronounces criminal, but it would 
never be asserted that he would thereby be made a criminal for life. It is here 
that the law steps in and says that if the offense be outlawed or pardoned, or its 
criminality has been removed by statute, the amendment ceases to apply. 

The extent of this immunity wes fullv considered by this Court in Counse!man \ 
Hitchcock (142 U. 8. 547), in which the immunity offered by Revised St tutes, 
section 860, was declared to be insufficient; in consequence of this decision en act 
was passed applicable to testimony before the Interstete Commerce Commissior 
in almost the exact lenguage of the act of February 25, 1908, above quoted. This 
act was declared bv this Court in Brown v. Walker (161 U. 8S. 591), to efford abso- 
lute immunity against rrosecution for the offense to which the question relsted, 
and derrived the witness of his constitutional right to refuse to answer. Inceed, 
the act was passed arrarently to meet the decleration in Counselman v. Hitchcock 
(p. 586), that “a statutory enactment, to be velid, must efford absolute immunity 
against future prosecution for the offense to which the question relates.’”’ If th 
constitutional amendment were uneffected by the immunity stetute, it would 7 ut 
it within the power of the witness to be his own judge #s to what would tend to 
incriminate him, and would justify him in refusing to arswer almost anv questior 
in a cri inal case, unless it clearly appeared that the immunity was not set up in 
good faith. 

We need not restate the reesors given in Brown v. Welker, both in the or inion 
of the Court, and in the cissenting opinion, wherein ell the prior authorities were 
reviewed, and a conclusion reached by a majority of tre Court, which fully covers 
the esse under considerstion, * * * 

The further suggestion that the statute offers no immunity from prosecution in 
the State courts was also fully considered in Brown v. Walker and held to be no 
answer. The converse of this was also decided in Jack v. Kansas (199 U. 8. 372), 
namely, that the fact that an immunity granted to a witness under a State statute 
would not prevent a prosecution of such witness for a violation of a Federal statute, 
did not invalidate such statute under the 14th amendment. It was held both 





IMMUNITY OF WITNESSES BEFORE CONGRESSIONAL COMMITTEES 9g 


s Court and by the Supreme Court of Kansas that the possibility that 
nformation given by the witness might be used under the Federal act did not 
erate as @ reason for permitting the witness to refuse to answer, and that a 
nger so unsubstantial and remote did not impair the legal immunity. Indeed, 
e argument were a sound one it might be carried still further and held to apply 
not only to State prosecutions within the same jurisdiction, but to prosecutions 
inder the criminal laws of other States to which the witness might have subjected 
himself. The question has been fully considered in England, and the conclusion 
reached by the courts of that country that the only danger to be considered is one 
arising Within the same jurisdiction and under the same sovereignty (Queen v. 
Boyes, 1 B. N. 8. 311; King of the Two Sicilies v. Willcox, 7 State Trials (N. 8.), 
1049, 1068; State v. March, 1 Jones (N. Car.), 526; State v. Thomas, 98 N. Car. 599). 
* * ‘- * * * . 
But it is further insisted that while the immunity statute may protect individual 
tnesses it would not protect the corporation of which appellant wes the agent 
d representative. This is true, but the answer is that it was not designed to 
jo so. The right of @ person under the fifth amendment to refuse to incriminate 
nself is purely a personal privilege of the witness. It was never intended to 
permit him to plead the fact that some third person might be incriminated by his 
testimony, even though he were the agent of such person. A privilege so extensive 
might be used to put a stop to the examination of every witness who was called 
ipon to testify before the grand jury with regard to the doings or business of his 
principal, whether such principal were an individuel or a corporation. The 
question whether a corporation is a “rerson’’ within the meaning of this amend- 
ment really does not arise, except perhays where a corporation is ealled upon to 
answer a bill of discovery, since it can only be heard by oral evicence in the 
person of some one of its agents or employees. The amendment is limited to a 
person who shall be compelled in any criminal case to be a witness against himself, 
and if he cannot set up the privilege of a third person, be certainly carnot seteup 
the rrivilege of a corporation. * * * Indeed, so strict is the rule thet the 
privilege is &@ personal one that it has been held in some esses that counsel will 
not be allowed to make the objection. We hold that the questions should have 
been answered. 


Another case to the same effect, decided at about the same time 
as Hale v. Henkel, is Nelson v. U. S. ((1906), 201 U. S. 92), where 
the Court said: 


Plaintiffs in error urge three main contentions, which we will consider in their 
order. 

4 * * + * * * 

III. That the evidence, documentary and oral, required to be produced, was in 
the nature of incriminating evidence which the witresses and the defendants are 
privileged from furnishing to the plaintiff under the provisiors of the Federal 
Constitution and the well-recognized principles of equity procedure. 

This contention asserts rights personal to the plaintiffs ard rights of the corpo- 
ration defendants in the suit. The basis of both rights is the protection of the 
fourth and fifth amendments to the Constitution of the United States. 

The argument submitted is substantially the same as that made bv appellants 
in Hale v. Herkel and McAlister v. Henkel. It is insisted that the immunity given 
by the act of February 25, 1903, is not as broad as the peralties and forfeitures to 
which the plaintiffs in error or the corporations of which thev are officers will be 
subjected. If the immunity, it is urged, protects from the penalties of the Anti- 
trust Act of 1890 it does not protect, nor has Congress the power to protect, from 
the penalties of the Minnesota laws, which male criminal a combination and 
conspiracy in restraint of trade and subject to forfeiture the charters of corpora- 
tions who become parties to such combination and conspiracy (sees. 6955, 6956, 
5962, Statutes of Minnesota, 1894). 

The extent of the immunity and its application to corporations was considered 
in Hale v. Henkel and McAlister v. Herke!, and decided adversely to the contention 
of plaintiffs in error. 


Both Hale v. Henkel and Nelson v. U’. S. stand for the doctrine that 
the right of a witness to claim his privilege against self-incrimination, 
when examined concerning an alleged violation of the Antitrust Act 
of July 2, 1890, is taken away by the proviso of the act of February 
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25, 1903 (15 U.S. C. A. sec. 32), that no person shall be prosecuted 
or be subjected to any penalty or forfeiture for or on account of any 
transaction, matter, or thing concerning which he may testify or 
produce evidence in any proceeding, suit, or prosecution under certain 
named statutes, of which the Antitrust Act is one, which furnishes g 
sufficient immunity from prosecution to satisfy the constitutiong| 
guaranty although it may not afford immunity from prosecution jy 
the State courts for the offense disclosed. 

In Glickstein v. U. S. ((1911), 222 U.S. 139), it was squarely held 
that Congress may compel the giving of testimony which may ser 
to incriminate the witness, provided immunity be accorded in 4] 
respects commensurate with the guaranty against self-incriminatio; 
contained in the fifth amendment to the Constitution of the United 
States. The court said: 

It is undoubted that the constitutional guaranty of the fifth amendment do 
not deprive the law-making authority of the power to compel the giving of tes: 
mony even although the testimony when given might serve to incriminat: 
one testifving, provided immunity be accorded, the immunity, of course, bei: 
required to be complete; that is to sav, in all respects commensurate with th, 
protection guaranteed by the constitutional limitation. 

The most direct invitation the Supreme Court has extended to 
Congress to legislate in this field was in McCarthy v. Arndstein ((1924), 
266 U.S. 34), where Mr. Justice Brandeis, for the Court, declared: 

If Congress should hereafter conclude than a full disclosure * * * by the wit- 
ness is of greater importance than the possibility of punishing them for some crim 
in the past, it can, as in other cases, confer the power of unrestricted examination 
by providing complete immunity. 

This was quoted with approval in another case* which will be 
quoted from later. 

The leading case on the right of a witness to refuse to answer 
questions concerning membership in the Communist Party is Blau y. 
United States ((1950), 340 U. S. 159), where the Court held it is a 
violation of the fifth amendment to compel a witness who objects on 
the ground of self-incrimination to testify before a grand jury in 
response to questions concerning his employment by the Communist 
Party or intimate knowledge of its operations when there is in effect 
a statute such as the Smith Act (18 U.S. C. sec. 2385), making it a 
crime to advocate, or to affiliate with a group which advocates, over- 
throw of the Government by force. 

It is immaterial, the Court held, whether answers to the questions 
asked would have been sufficient standing alone to support a conviction 
when they would have furnished a link in the chain of evidence needed 
in a prosecution of the witness for violation of (or conspiracy to 
violate) the Smith Act. 

The Court said: 

At the time petitioner was called before the grand jury, the Smith Act was 
on the statute books making it a crime among other things to advocate know- 


ingly the desirability of overthrow of the Government by force or violence; to 
organize or help to organize any society or group which teaches, advocates, or 
encourages such overthrow of the Government; to be or become a member of 
such a group with knowledge of its purposes. These provisions made future 
prosecution of petitioner far more than ‘‘a mere imaginary possibility * * *” 
(Mason v. United States, 244 U. S. 362, 366); she reasonably could fear that 
criminal charges might be brought against her if she admitted employment by 


the Communist Party or intimate knowledge of its workings. Whether such 


§ Hoffman v. U. S., 341 U. 8. 479; see p. 11 of this memorandum. 
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iission by themselves would support a conviction under a criminal statute 
material. Answers to the questions asked by the grand jury would have 
shed a link in the chain of evidence needed in a prosecution of petitioner 
olation of (or conspiracy to violate) the Smith Act. Prior decisions of 
Court have clearly established that under such circumstances, the Consti- 
on gives a witness the privilege of remaining silent. The attempt by the 
rts below to compel petitioner to testify runs counter to the fifth amendment 
t has been interpreted from the beginning. 


In Hoffman v. U.S. ((1951), 341 U. S. 479), it was held that the 
rivilege against self-incrimination extends not only to answers that 
would in themselves support a conviction under a Federal criminal 
statute but likewise embraces those which would furnish a link in the 
chain of evidence needed to prosecute the claimant for a Federal 
crime; but that this protection must be confined to instances where 
the witness has reasonable cause to apprehend danger from a direct 
answer. A witness, the Court said, is not exonerated from answerine 
merely because he declares that in so doing he would incriminate 
himself. Rather, it is for the court to savy whether his silence is 
justified, and to require him to answer if it clearly appears to the 
court that he is mistaken. But the witness is not required to prove 
the hazard in the sense in which a claim is usually required to be 
established in court. To sustain the privilege against self-incrimina- 
tion, it need only be evident from the implications of the question, in 
the setting in which it is asked, that a responsive answer or an expla- 
nation of why it cannot be answered might be dangerous because 
injurious disclosure could result. The trial judge, in appraising the 
claim, must be governed as much by his personal perception of the 
peculiarities of the case as by the facts actually in evidence. 

The Court said: 

The privilege afforded not only extends to answers that would in themselves 
support a conviction under a Federal criminal statute but likewise embraces 
those which would furnish a link in the chain of evidence needed to prosecute 
the claimant for a Federal crime. * * * But this protection must be con- 
fined to instances where the witness has reasonable cause to apprehend danger 
from a direct answer. * * * The witness is not exonerated from answering 
merely because he declares that in so doing he would incriminate himself 
his say-so does not of itself establish the hazard of incrimination. It is for the 
court to say whether his silence is justified * * * and to require him to answer 
if “it clearly appears to the court that he is mistaken.’”’ * * * However, 
if the witness, upon interposing his claim, were required to prove the hazard 
in the sense in which a claim is usually required to be established in court, he 
would be compelled to surrender the very proteetion which the privilege is 
designed to guarantee. To sustain the privilege, it need only be evident from 
the implications of the question, in the setting in which it is asked, that a respon- 
sive answer to the question or an explanation of why it cannot be answered 
might be dangerous because injurious disclosure could result. The trial judge 
in appraising the claim ‘‘must be governed as much by his personal perception 
of the peculiarities of the case as by the facts actually in existence.”’ 

The interest of Congress in the enactment of legislation to put 
the two Houses and their respective committees in a position to 
compel the testimony of a witness, in proper case, notwithstanding 
any claim of privilege under the fifth amendment, was apparent 
at least as early as 1857, when the first such immunity statute * 
became law. ‘The heightened importance of the problem, in rela- 
tion to investigation of communism, is pointed up by the Blau 
case, and not alleviated by the Hoffman decision. The right of 


‘Act of June 24, 1857, succeeded by the act of June 24, 1862, from which stems 859 Rev. Stat. 
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the Congress to enact such legislation seems undisputed; and numer. 
ous special acts of this nature, in separate fields, have been upheld 

In Shapiro v. United States, ((1948), 335 U.S., at p. 5), the Cour 
said: 


It should be observed at the outset that the decision in the instant case turns op 
the construction of a compulsory testimony-immunity provision which incor. 
porates by reference the Compulsory Testimony Act of 1893. This provisio 
in conjunction with broad record-keeping requirements, has been included no; 
merely in a temporary wartime measure but also, in substantially the same terms 
in virtually all of the major regulatory enactments of the Federal Government~ 


and appended the following footnote: 


Some of the statutes which include such provisions, applicable to the records 
of noncorporate as well as corporate business enterprises, are listed below: 


Shipping Act, 1916 (46 U.S. C., sees. 826, 827, 814, 817, 820). 

Packers and Stockyards Act, 1921 (7 U.S. C., sees. 221, 222). 

Commodity Exchange Act of 1922 (7 U.S. C., sees. 15, 6, 7a). 

Perishable Agricultural Commodities Act, 1930 (7 U.S. C., sees. 499m, 499i 

Communications Act of 1934 (47 U. 8. C., sees. 409, 203, 211, 213 (f), 220, 412 

Securities Exchange Act of 1934 (15 U.S. C., sees. 78q, 78u). 

Federal Aleohol Administration Act, 1935 (27 U.S. C., sees. 202 Te), 204 (d 
U.S. C., sec. 2857: 15 U.S. C., sees. 49, 50). 

Federal Power Act, 1935 (16 U.S. C., sees. 825 (a), 825f (g)). 

Industrial Aleohol Act of 1935 (26 U.S. C., sees. 3119, 3121 (¢)). 

Motor Carrier Act of 1935 (49 U. 8S. C., sees. 305 (d), 304 (a) (1), 311 
318, 320, 322 (g)). 

National Labor Relations Act, 1935 (29 U.S. C., sees. 156, 161). 

Social Security Act, 1935 (42 U.S. C., see. 405 (a), (d), (e), (f)). 

Merchant Marine Act, 1936 (46 U.S. C., sees. 1124, 1211, 1114 (b)). 

Bituminous Coal Act of 1937 (15 U.S. C. (1940 ed.), sees. 838, 833 (a), (e 
840 (terminated, as provided in sec. 849)). 

Civil Aeronautics Act of 1938 (49 U.S. C., sees. 644, 483, 487, 492, 622 (e) and 
673). 

Fair Labor Standards Act of 1938 (29 U.S. C., sees. 209, 211; 15 U.S. 
49, 50). 

Natural Gas Act, 1938 (15 U.S. C., see. 717a, g, m). 

Railroad Unemployment Insurance Act, 1938 (45 U.S. ¢ 
(1), 359). 

Water Carriers Act of 1940 (49 U.S. C., sees. 916, 906, 913, 917 (d)). 

Freight Forwarders Act, 1942 (49 U. 8. C., sees. 1017 (a), (b), (d), 1005, 1012 
1021 (d)). 


In addition to the Price Control Act, the other major regulatory statutes 
enacted in response to the recent wartime exigencies also contain these provisions 


Second War Powers Act (50 U.S. C. App., sees. 633, subsecs. 2 (a) (3), (4 
Stabilization Act of 1942 (50 U.S. C. App., sees. 967 (b), 962). 
War and Defense Contract Acts (50 U.S. C. App., sec. 1152 (a) (3), (4)). 
War Labor Disputes Act (50 U.S. C. App., see. 1507 (a) (3), (b)). 
Very recent regulatory statutes, whose construction may also be affected or 
determined by the ruling of the Court in the present case, include: 
Atomie Energy Act of 1946 (42 U.S. C., sees. 1812 (a) (3), 1810 (c)). 
Labor Management Relations Act of 1947 (sec. 101, subsees. 11, 6; sec. 207 
61 Stat. 1386, 150, 140, 155). 


‘ 


., secs 362 (a), 
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LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill as 


reported are shown below in parallel columns as follows (existing 
law is enclosed in black brackets, new matter is printed in italics) : 


§ 3486. Testimony before Congress: im- 
runily 

[No testimony given by a witness 
before either House, or before any 
committee of either House, or before 
any joint committee established by a 

int or concurrent resolution of the two 
Houses of Congress, shall be used as 
evidence in any criminal proceeding 
against him in any court, except in a 
prosecution for perjury committed in 
viving such testimony. But an official 
paper or record produced by him is not 
within the said privilege.] 


§ 3486. Testimony before Congress; im- 
munity 

No witness shall be excused from testi- 
fying or from producing books, papers 
and other records and documents before 
either House, or before any committee of 
either House, or any joint 
mattee of the two Houses of Congress on 
the ground, or for the that the 
testimony or evidence, documentary or 
otherwise, required of him may tend to 
incriminate him or to a 
penalty or forfeiture, record 
shows 


be fore com- 


reason, 


h im 


the 


subject 
when 


(1) an the case of proceedings be- 
fore one of the Houses of Congre SS, 
that a majority of the Members 
present of that House, on 

(2) in the case of proceedings be- 
fore a committee, that two-thirds of 
the members of the full committee, 
including at least one member of each 
of the two political parties having the 
largest representation on such com- 
mittee 

shall by affirmative volte have authorized 
that such granted immunity 
under this with to the 
transactions, matters, or things concern- 
ing which, after he has claimed his privi- 
lege against self-incrimination, he is 
nevertheless compelled by direction of the 
presiding officer or the chair to testify. 
But no such witness shall be prosecuted 
or subjected to any penalty or forfeiture 
for or on account of any transaction, 
matter, or thing concerning which after 
he has claimed his privilege against self- 
incrimination he is nevertheless s0 com- 
pelled to testify, or produce 
documentary or otherwise 

No official paper or record required to 
be produced hereunder is within the said 
privilege. 

No person shall be exempt from prose- 
cution or punishment for perjury 
contempt committed in so testifying. 


person be 


section respect 


evidence, 


or 


APPENDIX A 


Hon. Artuur V. WarkIns, 


FeBRUARY 22, 1951. 


United States Senate, Washington, D. C. 
My Dear Senator Warkins: Attached is a draft of a proposed new congres- 


sional immunity statute. 


On Monday I will propose that the committee consider 
reporting this to the Senate as an original committee bill. 


Therefore, I hope you 


may be able to give it attention between now and then. 


The need for revision of the existing congressional immunity statute (18 U. 


3486) is growing increasingly apparent. 


Ge 
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In U.S. v. Bryan (1950) (339 U. S. 323, 335-336) Mr. Chief Justice Vinsop 
pointed up the need for amending this provision when he stated that merely pro. 
hibiting the use of testimony given by a witness before any committee of either 
House in a subsequent criminal proceeding against him is not sufficient as 4 sy)b. 
stitute for the constitutional privilege in that it is not a complete immunity from 
prosecution for any act concerning which he has testified. Consequently, th, 
original purpose of the statute was effectively nullified in Counselman vy. Hite) coc! 
(1892) (142 U.S. 547), and a congressional witness therefore can claim his priy- 
ilege and remain silent with impunity. 

The type of language which will satisfy the constitutional requirement jg 
indicated in Heike v. U. S. (1913) (227 U. 8S. 131), construing 15 United States 
Code 32. The language in that act reads: ‘‘No person shall be prosecuted * * * 
etc.” 

The recent decision of the Supreme Court in the Blau case (Blau v. UU. § 
decided December 11, 1950, Docket 22, October term, 1950) makes it clear that 
the Judiciary Committee of the Senate, because of its Internal Security Sub. 
committee, now has a special interest in this problem of congressional immunity, 

The Blau case is authority only for the proposition that an answer to a question 
concerning membership in or affiliation with the Communist Party may be in- 
criminatory. Under this holding, however, and under the doctrine in U. S. y, 
Bryan, it appears probable that witnesses before congressional committees can, 
with impunity, refuse to answer questions of this nature. 

The proposed new statute has no special application to Communists but would 
eliminate this problem as well as their claims of privilege by granting an immunity 
as broad as the constitutional privilege itself. 

In order to avoid application of the doctrine declared in U. S. v. Monia 
(317 U. 8S. 424), the proposed statute has been drafted so as to specifically requ 
the witness to claim his privilege in order to secure the immunity. 

I hope you will plan to attend Monday’s meeting of the committee so that yo 
may express your views with respect to this proposal. 

Kindest personal regards. 

Sincerely, 


Pat McCarran, Chairmar 


AppENDIXx B 
Marcu 27, 1953 
Hon. Winiit1AM LANGER, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

Dear Senator: This is in response to your request for the views of the De- 
partment of Justice relative to the bill (S. 16) to amend the immunity provision 
relating to testimony given by witnesses before either House of Congress or their 
committees. 

Section 3486 of title 18, United States Code, provides as follows: 

‘$3486. Testimony before Congress; immunity. 

“No testimony given by a witness before either House, or before any con 
mittee of either House, or before any joint committee established by a joint 
concurrent resolution of the two Houses of Congress, shall be used as evi: 
in any criminal proceeding against him in any court, except in a prosecutio! 
perjury committed in giving such testimony. But an official paper or rec 
produced by him is not within the said privilege.”’ 

This bill would amend the section to provide that no witness shall be excuse 
from testifying or from producing documents before either House, or before ani 
congressional committee, ‘“‘on the ground, or for the reason, that the testimony 
or evidence, documentary or otherwise, required of him may tend to incriminate 
him or subject him to a penalty or forfeiture, when the record shows— 

“*(1) in the case of proceedings before one of the Houses of Congress, that 
majority of the Members present of that House, or 
“*(2) in the case of proceedings before a committee, that two-thirds of the 
members of the full committee, including at least one member of each of the 
two political parties having the largest representation on such committee 
shall by affirmative vote have authorized that such person be granted immunity 
under this section with respect to the transactions, matters, or things concerning 
which, after he has claimed his privilege against self-incrimination, he is never- 
theless compelled by direction of the presiding officer or the chair to testify. but 
no such witness shall be prosecuted or subjected to any penalty or forefeiture 
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or on account of any transaction, matter, or thing concerning which after he 
claimed his privilege against seif-incrimination he is nevertheless so com- 
velled to testify, or produce evidence, documentary or otherwise.” 
()flicial papers or records required to be produced pursuant to the section would 
e within a witness’ privilege, and no person would be exempted from prose- 
ition or punishment for perjury or contempt committed in the course of testifving. 
In considering a statute similar to section 3486 of title 18, the Supreme Court 
{ that the protection afforded a witness by such a statute is not coextensive 
the constitutional provision contained in the fifth amendment to the Con- 
ition of the United States, which declares that ‘‘No person * * * shall be 
ipelled in any criminal case to be a witness against himself * * *’ (Counsel- 
-y. Hitchcock, 142 U.S. 547). This bill would remedy the deficiency insofar 
« section 3486 is concerned by amending it to provide not only that a witness’ 
timony may not be used against him but that such witness shall be immune 
th respect to “any transaction, matter, or thing concerning which’”’ he has been 
npelled to testify. 
fhis Department is disturbed, however, by the failure of the bill to provide that 
\ttorney General shall participate in the granting of any immunity to a wit- 
-s before a congressional committee or before either House of the Congress. 
he Attorney General is the chief legal officer of the Government of the United 
tates. As such, it is his responsibility vigorously and effectively to prosecute 
persons who offend the criminal laws of the United States. Not only must this 
responsibility be coupled with an authority adequate to permit its discharge, but 
in addition it would seem inadvisable for others to be cloaked with an authority 
capable of preventing the Attorney General from fully performing his duty. 
\ccordingly, the Department of Justice is unable to recommend the enactment 
his bill. 
rhe Bureau of the Budget has advised that there is no objection to the submis- 
of this report, 
Sincerely, 


a> 


Wiuuram P. RoGers, 
Deputy Attorney General, 
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Mr. Kerauver, from the Committee on the Judiciary, submitted the 
following 


INDIVIDUAL VIEWS 


[To accompany 38. 16] 


| am thoroughly in accord with the purposes of this bill, which 
would amend the present immunity statute so as to enable committees 
of the Congress to grant complete immunity in rare instances in order 
to secure pertinent testimony from witnesses appearing before con- 
gressional committees. I believe that such legislation is desirable 
and necessary. 

| oppose the action by the majority of the committee, in reporting 
out S. 16 in its present form. 

Granting immunity is a power of great magnitude. It should be 
closely guarded, and, on those occasions where its use is necessary, 
it should be undertaken with great discretion and care. It is my 
conviction that before any committee of the Congress acts to grant 
immunity to a witness, the Attorney General of the United States 
should be consulted. When 8S. 16 was being discussed in committee, 
I offered an amendment which would require that the committee 
notify the Attorney General before any action is taken by the com- 
mittee. This amendment was defeated in committee. Had it been 
adopted, I would have voted for S. 16 with enthusiasm. If this 
amendment is agreed to by the Senate, I shall support the bill. 

Why is it so necessary that the Attorney General be notified before 
complete immunity is granted to a witness by either House of Congress 
or & committee thereof? 

The Attorney General is the chief legal officer of the Government 
of the United States. As such, it is his responsibility vigorously and 
effectively to prosecute persons who offend the criminal laws of the 
United States. If this bill be not amended, as I suggested, the grave 
possibility exists of action taken by a committee of either House which 


26006 
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might interfere with the Attorney General’s carrying out his duties as 
chief prosecutor for the Government. 

This proposed legislation applies to all congressional committees 
those of the House as well as the Senate, standing and special con 
mittees alike. Many members of these committees are not lawy: 
It is to be presumed that committee members would not ordinarily 
know of criminal actions pending against various witnesses who mig 
be granted immunity in exchange for their testimony. Committe 
members would have no way of knowing of contemplated erin 
prosecutions; of criminal ¢ harges which may be pending and iny a 
Ing witnesses who may be testifying before congressional committees 
The Attorney General, through the nature of his duties, would 
all pertinent information, and under the amendment I proposed woul 
apprise any committee of any facts relating to any witness and thus 
eliminate or greatly reduce the danger of interfering with a Gover 
ment case or the granting of immunity to a pernicious law violato: 

I use the Rosenberg spy case ' by way of illustration. Had Day 
Greenglass been called as a witness before a congressional committe 
and assuming that the committee had granted immunity to him 
exchange for certain testimony, before it was known of his involy 
ment in giving United States atomic secrets to the Russians, and ha 
questioning substantially as follows taken place before the committe 
the Government’s case would have beén irreparably damaged. 

Question (by Senator) Mr. Greenglass, did you visit and talk with cert 
Russian agents on a farm in New Mexico? 

Mr. GrREENGLAss. I refuse to answer on the grounds that my answer might 
incriminate me. 

SENATOR. Since you have claimed your constitutional privilege, I am aut horiz 
by the committee and by law to grant you immunity from prosecution for your 
answer to that question. I now grant you immunity. With that knowledge, | 
now direct you to answer the question. 

Mr. GREENGLAss. Yes, I did. 

SENATOR. What did you discuss with these Russian agents? 

Mr. GREENGLAss. I refuse to answer, relying upon the fifth amendment t: 
Constitution. 


SENATOR. Since you have claimed your constitutional privilege, I am authoriz 
by the committee and by law to grant you immunity from prosecution for y 
answer to that question. I now grant you that immunity. With that knowledg 
I now direct you to answer the question. 

Mr. GREENGLAss. I discussed with them plans for stealing and giving to t! 
Communists certain atomic secrets. 

Had this event occurred, the Government could not have prosecuted 
David Greenglass. I believe that if S. 16 is enacted in its present 
form, the danger exists that some committee of the Congress miglit 
innocently use this line of questioning, not realizing the possibl 
criminal charges against a witness, thus ruining a case which to the 
Government prosecutors could have been airtight and a conviction 
otherwise assured. 

What harm can result from submitting the matter to the Attorney 
General before the committee acts in granting this immunity? 
amendment in no way forces or compels the committee to follow 
the recommendation of the Attorney General. The amendment 
does not derogate from any power of the Congress or add to the powers 
of the Attorney General. It merely assures that any committee of 
either House will have the benefit of information which is availabl 
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Attorney General and ordinarily not available to the Congress 
lating to prospective witnesses. I support this approach, because 
el that it is practically impossible for our committees to secure 

by itself the information that the Attorney General is able to obtain 
through his own agency and the FBI. I suggest that S. 16 with my 
amendment is the only approach that guarantees committees of the 
Congress from innoe ently granting immunity to a witness, who 

“ht be an important key in a Government prosecution. 

It is contended that since the bill requires a majority vote of the 
committee before immuriity can be granted little danger exists of the 
results. I fear the fact is that, while the general authority to grant 
immunity will have to be determined by a majority of the full ecom- 
mittee, the actual hearing and application of the authority might 
— ly be applied by a few or even one Senator who would have been 

ithorized to take sworn testimony. 

The dangers of interfering with necessary Federal law prosecution 
and innocently granting immunity to dangerous and heinous criminals 
is too great under this bill. The Attorney General and the FBI 
should at least be notified before immunity is granted. Congressional 
committees should, and I believe would, welcome information from 
the Attorney General and the FBI before acting upon such important 
questions, 

Accordingly, I recommend that S. 16 be amended to provide that the 
Attorney General be informed of the committee’s intention to consider 
the question of granting immunity to such witness. 


E s TO ec mK 
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LETTER OF TRANSMITTAL 


ConGRESS OF THE UNITED SrarTEs, 
Joint COMMITTEE ON DeEFENSE PRODUCTION, 
April 10, 1958. 
The honorable the PRESIDENT OF THE SENATE. 
The honorable the SPEAKER OF THE HousE OF REPRESENTATIVES. 

In accordance with section 712 (b) of the Defense Production Act 
of 1950, as amended, there is transmitted herewith from the Joint 
Committee on Defense Production a review of the tax amortization 
program. 

The objective of this review is to set forth in a factual form the 
objectives, policies, and performance under the tax amortization 
program. It is not the intent of this report to appraise the merits of 
the program or the policies established by the administering agency. 

Your committee feels that it would be helpful at this time for 
Members of the Congress to have this summary indicating the extent 
to which the Government has assisted business firms, both large and 
small, in acquiring the necessary production expansions needed to 
insure our national security. 

The committee wishes to express its appreciation of the cooperation 
of the Office of Defense Mobilization, Resources Expansion Division, 
in the preparation of this report. 

Respectfully submitted. 

Burnet R. Maysank, Chairman. 
Pau. Brown, Vice Chairman. 
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REVIEW OF TAX AMORTIZATION PROGRAM 


Apri 20 (legislative day, Aprit 6), 1953.—Ordered to be printed with illustrations 


Mr. MayBank, from the Joint Committee on Defense Production, 
submitted the following 


REPORT 


INTRODUCTION 


After South Korea was invaded Congress decided that it was neces- 
sary to build up the Armed Forces and other defenses of the Nation 
in order to provide adequate national security. In order to encourage 
expansion of productive capacity and supply rather than rely on 
increased demand creating increased supply, provision was made for 
tax amortization, loan guarantees, direct defense loans and other 
contractual arrangements in September 1950. All of these financial 
incentives are predicated on private ownership as contrasted with 
Government ownership. 

Tax amortization is provided for in section 124A of the Internal 
Revenue Code and it contemplates the encouragement of expansion by 
private capital investment. The law also prov ‘ides for the application 
of percentages to accomplish as nearly as possible the rapid amortiza- 
tion of only that portion of the capital investment which is estimated 
to be directly related to defense production. A certificate of necessity 
issued under this statute has no value for tax purposes unless the 
following steps are taken by the holder of the certificate: 


1. Capital investment is made. 
2. Facility is completed and productive. 
3. Profit is earned. 

It is the policy of the Office of Defense Mobilization to obtain the 
necessary expansion of productive capacity and supply by the utiliza- 
tion of the tax amortization incentive to the maximum extent possible 
before resorting to the utilization of defense loans and other types of 
special incentives, such as contractual guarantees and installations of 
equipment. Due to this policy, tax amortization has been utilized in 
all segments of industry determined to be nec essary for national 
defense whereas defense loans and other special incentives have been 
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generally limited to the expansion of strategic and critical materials 
and such production equipment as machine tools. 

The decision of Congress to make available the tax amortiz; ation 
incentive to encourage expansion of productive capacity and supply 
for national defense emphasized the need for a partnership between 
Government and industry. This arrangement was established and 
operated as shown on the following chart. 


CHART OF GOVERNMENT-INDUSTRY RELATIONSHIP ON EXPANSION Of 
PRODUCTIVE CAPACITY AND SUPPLY 


National security is a joint responsibility of Government and 
industry working together to attain adequate resources or readiness 
for full ‘mobilization. 


OFFICE OF DEFENSE MOBILIZATION 


1. Balance the level of expansion to be sought. 

2. Establish expansion goals. 

3. Establish policy and publish regulations cover- 
ing use of financial smonmtiece to encourage ex- 
pansion of productive capacity and supply. 

. Certify or delegate authority to certify individ- 
ual expansion projects. 


DELEGATE AGENCIES MILITARY ESTABLISHMENT 
ATOMIC ENERGY COMMISSION 
‘ and OTHER CLAIMANT AGENCIES 

. Study supply and _ requirements 
data, evaluate shortages, and rec- 
ommend specific programs of ex- 
pansion to ODM. 

2. Evaluate individual propentite from 
industry to expand and recom- 
mend action to ODM. 

3. Follow-up with industry on expan- 
sion programs to assure comple- 
tion. 


. Look to American industry to fill 
requirements. 

. Report requirements to ODM for 
current and full mobilization pur 


poses. 


Advise ODM on critical areas of 
shortage. 


AMERICAN INDUSTRY 


1. Fill current requirements. 
2. Plan expansion projects to fill ad- 
ditional requirements. 


3. Advise Government on ways and 
means of providing adequate Na- 
tional Security. 


LEGISLATIVE AUTHORITY 


Section 124A of the Internal Revenue Code (sec. 216 of the Revenue 
Act of 1950), enacted on September 23, 1950, provides for depreciation 
deductibility for income-tax purposes over a period of 60 monthis of 
the cost of privately built facilities certified as necessary in the interest 
of national defense by a certifying authority appointed by the Presi- 
dent. Section 124A is a reenactment of the basically similar section 
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124 enacted in 1940 for the same incentive purposes. A predecessor 
statute was enac ted for World War I expansion. 

Tax amortization is not in addition to the normal depreciation which 
every businessman is entitled to in order to recover the cost of his 
investment tax-free. It is, rather, in lieu of such normal depreciation 
deduction provided for by section 23 (/) of the Internal Revenue Code. 
The effect of the certification is to speed up or shorten the time period 
within which such depreciation deduction can be taken. This means 
that if a businessman is normally entitled to deduct the cost of a 
machine tool over a 15-year pe riod, tax amortization will permit him 
to deduct it over a 5-yéar period. Tax amortization does not, there- 
fore, give him a greater deduction but only a more rapid recovery of 
capital investment. 

The statute, although enacted in September of 1950, permitted 
certification of facilities ac quired or completed as early as January 1, 
1950. It also provided that applications should be filed within 6 
months of the beginning of construction or acquisition, except for 
facilities Which were acquired or completed before the enactment of 
the law in which case applications could be filed as late as 6 months 
thereafter. The statute also provides that the businessman may 
begin his tax amortization with either the month following the month 
of completion or acquisition or with the beginning of the next taxable 
year. In order to take such tax amortization, the taxpayer must elect 
to do so by filing a notice with the Bureau of Internal Revenue. 
Thereafter, if the taxpayer feels that he would prefer to extend his 
depreciation rather than shorten it, he may elect to discontinue tax 
amortization. 

Po.ticy AND CRITERIA 


A. PROGRAM OBJECTIVES 


The objectives of the tax-amortization program can be found in the 
declaration of congressional intent appearing in the Defense Produc- 
tion Act, as amended. In essence, section 2 thereof declares that the 
purpose of C ongress is to provide the Nation with sufficient strength 
to oppose aggression and promote peace; and to provide for such 
strength, along with other programs, by the expansion of productive 
facilities. Assistance complementary to tax amortization is provided 
for in the form of direct loans, guarantees, contractual commitments, 
and other financial aids and incentives; all to expand productive 
capacity and supply in the interests of national defense. 

From the very nature of tax amortization, the apparent intent of 
Congress is to encourage the expansion of defense facilities with 
private rather than public funds. The wisdom of this policy is 
evidenced by the results. Only a very minor portion of the facilities 
expansion during the present emergency has required direct Govern- 
ment expenditure compared with “the World War II period when 
more than 70 percent of the defense expansions required Government 
funds. 

B. CRITERIA FOR ELIGIBILITY 


The criteria for certification are set forth in the regulation approved 
by the President (DPA Reg. 1). Sections 2 (a) and 2 (b) set forth 
the primary criteria. These are essentiality of the product or service 
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and shortage of facilities for their production. Section 2 (¢) provides 
that consideration is also given to other factors such as new or jm. 
proved technology; assurance of a fair opportunity for participation 
by small business; the promotion of competitive enterprise; the com. 
petence, performance record, and other factors bearing upon the 
ability of the applicant to construct or acquire, and manage the pro. 
posed facility; location of the facility with due regard to military 
security and dispersion criteria and standards; the degree to whic) 
the facility will alleviate the shortage of production; other fornis of 
financial assistance provided by the Government; the availability 0 
manpower, housing, community facilities, transportation, and othe 
factors of production. 


C. PERCENTAGES OF CERTIFICATION 


These factors also appear in the regulations, section 3 (a) as follows 


In determining the portion to be certified, the certifying authority will co 
the probable economic usefulness of the facility after 5 years and the add 
incentives to the minimum amount deemed necessary to secure the expa 
of industrial capacity in the interest of national defense during the emer 
period. For this purpose, consideration will be given to such factors as 
character of the business, including the source, amount, and nature of thy 
terials required for the expansion and the material or service to be produced 
manufacturing or servicing processes involved, normal depreciation rates, expan- 
sion in competitive fields; the extent of risk assumed, including the amount ar 
source of capital employed, the potentiality of recovering capital or retiring 
through tax savings or pricing, the relative expansion needed, the economic 
consequences of the location of the facility due to security or other emergency 
factors, increased costs due to expedited construction or emergeney condit 
and the historical background of the industry; the extent to which the fac 
being or will be used in lieu of existing facilities; assistance to small business and 
the promotion of competitive enterprise; compliance with Government policies 
e. g., manpower and dispersion; and other relevant factors. Land wi! 
ordinarily be certified. The percentage certified shall be closely related to the 
provision of other financial incentives provided by the Government to encourage 
the construction of facilities, such as direct Government loans, guaranties, and 
~contractual arrangements, so that these incentives separately or in combination 
will secure the needed expansion at minimum cost to the Treasury. Wher 
percentage certification patterns for individual industries are established, adjust- 
ments upward or downward may be made for special factors. 


In addition, Defense Mobilization Order No. 11 provides: 


Certificates of necessity for tax amortization shall be based on a percentag: 
that reflects the best available estimates of post-5-year period usefulness and 
additional incentives to the minimum amount deemed necessary to secure the 
needed expansion. 

The determination of amortization percentages shall be closely related by the 
Defense Production Administration to the provision of other financial incentives 
by the Government to encourage the construction of facilities, such as direct 
Government loans, guarantees, and contractual arrangements. The objective 
shall be to use these incentives separately or in combination to secure the needed 
expansion at minimum cost to the Treasury. 

For purposes of effective administration the Defense Production Administra- 
tion may establish percentage certification patterns for individual industries 
These shall provide a basis from which adjustments upward or downward shiall 
be made on account of special factors such as size of enterprise, extent of | 
gration, promotion of competition, new or improved technology, geographic: 
location, and the relative expansion needed. A major objective of this 
cedure will be to insure that individual firms will not be unduly benefited 01 
prejudiced, as they would be by the flat application of industrywide percentages 
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D. REASONABLE BOUNDS FOR TAX AMORTIZATION 


In the opinion of your committee ODM, formerly DPA, has 
vored to administer the tax amortization program in accordance 
the admonition of the Joint Committee on Defense Production 

after extended hearings in the spring of 1951, stated in its 
nnual report (82d Cong., Ist sess., S. Rept. No. 1040, October 
51. p. 13) 

The Defense Production Administration and the agencies charged 
phase of the tax amortization program were urged to keep the definition 
nal defense’’ withim reasonable bounds. 
these lines, a requirement of substantial relationship to the 

nse effort has resulted in the denial of tax assistance to the follow- 
categories of facilities: railroad passenger terminals and rolling 
local bus and. street car transportation, shopping centers, 
hospitals, private housing not at isolated production plants, 

te farm improvements, coal other than metallurgical grade, rub- 

ber tires except for military vehicles, food processing and canning 
except for direct military needs, cellophane, paper cups, and others. 


PROCEDURAL OPERATIONS 
A. SYSTEM OF PROCESSING APPLICATIONS 


|. New applications, before their referral to a delegate agency, are 
reviewed in the Resources Expansion Division of the Office of Defense 
Mobilization by representatives of the Small Business Office of NPA 
and of the Department of Labor so that primary consideration may be 
given to the small business and manpower elements in the application. 
When the applicant requests a letter of predetermination, where 
the estimated cost of the real property involved is more than $100,000, 
a special procedure has been inaugurated for expediting such action 
in 0 order that construction may not be delayed. 
. The recommendation of the delegate agency is reviewed in the 
Res ‘sources Expansion Division for the following features. 
(a) Time of filing in relation to acquisition date. 
(b) Deletion of such unamortizable items as land and land 
improvements. 
(c) Replacement involved. 
(d) Inclusion of the project within established expansion goals. 
(e) Dispersed location if the application involves an expendi- 
ture of more than $1,000,000. This requires a study by the dis- 
persion coordinator and in many cases a hearing before a special 
committee to determine if the project may not be relocated at a 
higher percentage of amortization to help balance the increased 
cost of construction or operation. In addition, the question of 
protective construction is discussed with the applicant at what- 
ever site agreed to. 
(f) Percentage of the cost of the project which is amortizable. 
This is based upon a schedule known as OCRE 1 which is com- 
puted by the examiner. If questioned by the Chief of the Ex- 
amination Branch, final determination is made by Percentage 
Committee action. The Percentage Committee meets daily. 
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(g) When the views of the examiner are not in accord with 
the recommendation of the delegate agency, accord is reached 
through a meeting of a Policy Review Committee with repre. 
sentatives of the delegate agency involved. 

3. The certificate is issued to the Bureau of Internal Revenue wit) 

corresponding advice to the applicant, or a denial letter is sent to 

the applicant. 

4. Appeals of this decision—for reconsideration of denials, per. 
centages, deletions, etc.—follow the above procedural pattern. 

In amplification of the above: 

1. The determination of what is small business follows a pattern 
established by the Small Business Office of NPA and SDPA. Appi. 
cations falling within this pattern are stamped ‘Small business” and 
are given special consideration where a choice of the selection of 
applicants is involved. They also receive a*higher percentage of 
amortization, generally a premium of 5 percent. 

Where the representatives of the Department of Labor feel that a 
question of manpower shortage or surplus should be considered in 
connection with an application, it is referred to the Department of 
Labor for formal comment by the Defense Manpower Administration, 

When it is determined that an application may not help promote 
competitive enterprise, it is referred to the Department of Justice for 
comment, and final action is not taken until the comment has been 
received, 

Until DPA Regulation No. 1 was amended on January 15, 1953, 
applications otherwise eligible for accelerated amortization were 
denied because the applicant had started construction in violation of 
section 4 (d) (3) (i) before receiving a letter of predetermination or a 
certificate. This amendment provides an opportunity for certifying 
such cases under a rigid test of good and sufficient reasons through 
the action of a special committee which reviews each such case. 

2. The men who examine each application, after the recommendation 
of the delegate agency and after comments from the various other 
Government agencies have been received, have a close working 
arrangement with the delegate agencies to provide them with supple- 
mentary information through a group of five coordinators in the 
Program Branch so that misunderstandings are resolved and complete 
information regarding each application is available before final action 
is taken. 

3. Determination of percentages, at best, is a matter of judgment 
rather than a matter of mathematical computation. In June 1952, 
OCRE percentage pattern No. 1 replaced a percentage pattern estab- 
lished in November 1951 for “military end items, electronics, ordnance 
parts, machine-tool industry, etc.’”” The new pattern, now in effect 
for 10 months, replaced in most fields a uniform pattern for each 
industry. In general, it established the following: percentages: 


(a) Building of standard design—40 to 50 percent. 

(b) Building of exceptional design—60 to 100 percent. 

(c) Standard equipment (catalog items)—65 to 75 percent. 
(d) Special equipment—80 to 100 percent. 


Each application thereafter was broken into its two main elements 
of building and equipment and a composite percentage was computed 
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for it. While the result was a variety of percentages within each 
industry, it has been found generally acceptable and fair by industry. 
The result has been a gene ral decrease in percentages of amortization. 
Certain exceptions to this pattern continue because of precedents too 
well established to be disturbed—in iron and steel, electric power, and 
transportation. 

Exceptions also occur when it becomes néc essary to enter negotia- 
tions with a reluctant participant in a program whose expansion is 
needed to meet known defense noes nts. It was recently deter- 
mined that for oceangoing ore carriers, oceangoing tankers, freight 
cars and diesel locomotives, ss ieclaamae ay vesse Is and Great Lakes 
ore carriers in addition to elephant machine tools, gages, and aviation 
gasoline and certain iron and steel products, expansion goals are not 
likely to be met by voluntary expansion. ‘This situation called for a 
thorough study of requirements and capacity followed by negotiation 
with potential applicants in which all available inducements may be 
discussed with them to avoid the necessity of special congressional 


action. 
Following is a summary chart of the processing systems. 


System of processing applications for tax amortization 


Participating agencies 


| | | 
: 1 | Defense 
Major processing steps applicable i ~rp 1 Mili- 3 
individual applications NPA | Dele- tary Man- 
and 
Atomic 
Energy 


Depart- 
Civil power ment J] 
S > 
Defense Admin- of SDPA 
istra- | Justice | 


| Small gate 

ODM | 
DM Busi- agen- 
ness cies 


feceipt and acknowledgment 
sification of business size and 
review for manpowér problems 
3. Code and refer 
Detailed analysis and recom- 
mendation on all cases 

. Detailed analysis and report on 

elected cases... 

. Review of all cases for: (2) Com- 
plianece with seope of goals; (6 
establishment of percentage 
and (c) compliance with dis- 
persion criterta 

Review of all cases for compliance 
with law, policy, and pro- 
cedure and certification or de- 
nial 

. Publication of daily journal list- 

ig all cases certified and de- 
nied. 

Receive requests for post-certi- 
fication review 

Detailed analysis of selected re- 
quests for post-certification re- 
view 

Detailed analysis and disposition 
of all requests for post-certifi- 

cation review 

Publication of daily journal list- 
ing all actions taken on post- 
certification review 


SPECIAL STEPS 


1, Obtain clearances and process all 
requests for predetermination 
Division’s branch chiefs function 
as special committee on all con- 

troversial cases 
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B. DELEGATE AGENCY PARTICIPATION 


Each delegate agency is an integral part of the system of processing 
applications for tax amortization. Generally speaking, the delega;, 
agency is the focal point for any given applicant to resolve ques 
pertaining to the needs for additional expansion. Delegate age 
are the primary liaison point for industry-Government relatio: 
through the medium of industry advisory committees. 

Delegate agencies are the primary sponsors of expansion goals an¢ 
as such maintain the detailed records on the status of expansion coals 
and exercise the required follow-up with industry to assure accom. 
plishment of the expansion objectives. 

Every application for tax amortization is referred to the appro- 
priate delegate agency for report and recommendation prior to {inal 
action by ODM, formerly DPA. 

For information purposes, a complete list of delegate agencies and 
ach referral point therein can been seen in section titled “Status ; 
Pending Cases,” on page 22. It will be noted that the Office of De . 

fense Mobilization deals with 48 delegate agency referral points 


C. OTHER AGENCY PARTICIPATION 


The Office of Defense Mobilization, formerly DPA, has utilized th 
advice and counsel of agencies of Government other than del; 
agencies on many cases in order to better provide for national defens 
consistent with the objectives and mandates of Congress. 

The Military Establishments and the Atomic Energy Commission 


have participated since the inception of the program in order to 
assure adequate attention to those projects of primary and immediat: 
importance to the security of the Nation. 

The Small Business Office of the National Production Authority 
and the Small Defense Plants Administration have both participated 
in the program directly with delegate agencies and ODM, former!) 
DPA, for purposes of identifying applicants as “Small business 
expediting the flow of work, and promoting the interests of s! 
business generally. 

The Department of Labor has participated in the interest 0! 
identifying and commenting on any expansion project which woul 
create a labor shortage problem. 

The Department of Justice has advised on matters pertaining | 
possible restraint of competitive enterprise as related to applications 
for tax amortization. 

Federal Civil Defense Administration has participated primarily 
on matters pertaining to protective construction. 


D. OFFICE OF DEFENSE MOBILIZATION PARTICIPATION 


The Office of Defense Mobilization, is responsible for evaluating 
all evidence and reports and making the final determination. 
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STATISTICAL DATA 


Four statistical tables follow reporting on tax amortization applica- 
; in general, the portion completed or value in place as of the end 
952 for all certificates issued, certificates issued on an industry 

and small business participation. 


‘ihle A—Report on tax amortization applications. 
ble A shows that approximately 94 percent of all applications 
as of March 25 have been processed. Cases processed amount 
$34.4 billion in estimated capital investment. The amount applied 
n the cases certified is $26.7 billion. By deletions and the appli- 
mn of amortization percentages the amount eligible for tax amor- 
tion in these certified cases is $15.7 billion, representing 61 percent 
he amount certified. 


\.—The Executive Office of the President, Office of Defense Mobilization, 
on of Resources Expansion, report on tax amortization applications as of 
25, 1953 


Cumulative to date 


j 
Summary as Percent- | Dollars (in | Percent- 
Number | age } thousands) age 

| (b) ) (d) 


Total filed tein ia as 24, 100.0 36, f 100.0 
otal processed panes 23, 718 3 94.2 


Total pending. ----- ities wee , 266 : 2, 132, 67 5.8 


Cumulative to date 


Analytical breakdown Dollars (in 


Number thousands) 
(f) 


Total filed 4 a 24, 36, 539, 597 
otal processed: 
Certificates outstanding: 
Number and amount applied for 
Amount certified 
Percentage amortized 
Amount amortized 
Certificates canceled: 
Number and amount applied for 
Amount certified i 
Amount amortized 
Certificates denied 
Applications withdrawn 
Subtotal processed (items 5 through 13) 
lotal pending: 
In process 
In transit 
Subtotal pending (items 15 through 16) 


) 


lable B—Certifications, value in place. 

The data shown in table B and table C were obtained from the 
quarterly reports filed by holders of necessity certificates and rep- 
resent the situation as of December 31, 1952. For ‘‘total costs,” it 
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is estimated that over 95 percent of the projects certified have been 
reported. 

The total value in place amounts to $14.1 billion as of December 31. 
1952, or 59 percent of total cost. This is an average figure and in some 
industries ranges as high as 89 percent; in others as low as 20 percent: 
57.5 percent of the amount in place represents expansions in manu- 


- 


facturing industries; 42.5 percent is in nonmanufacturing industries 

The classification “Steel works and rolling mills” accounts for about 
one-sixth of the total costs for all manufacturing industries and 
almost one-tenth of the total costs for all industries. 

The classifications “Railroads, line-haul operating” and “Electric 
light and power’ represent the largest expansions in the nonmanu- 
facturing industries, and account for about one-fourth of the total 
cost for all industries combined. 

Of the 29 listed specific industries, the expansions were scheduled 
for completion for the most part in 1954 and 1955; except for “Electric 
light and power” (1956), “Primary refining of aluminum” (1956), and 
“Tron ores” and “Byproduct coke ovens’ (1957). 


TaBLe B.— Total cost, value in place, and scheduled date of completion of proj 
covered by certificates of necessity as of Dec. 31, 1952, by type of industry 


{Compiled from quarterly reports received from holders of certificates of necessity. The total cost fi 
reflect reported costs of completed projects, and reported estimates as of Dec. 31, 1952, for project 
completed by that date. The value in place figures inelude the reported total cost of completed project 
and the reported value in place as of Dec. 31, 1952, for projects not completed by that date] 


Num- Total cost Value in place 
ber = ad i * dt liam 
Type of industry of —— an ; 
certifi- Amount Percent) Amount Percent I . 
cates (000omitted) of total (000 — of total 


Total, all industries___ -- | 14,077 |$24, 111, 086 100.0 $14, 107, 62 58.5 | 4th quarter, 1957 
Manufacturing industries, | 9,995 | 13, 853, 150 57.5 8, O48, 92: 5 Do. 
total. | 


Primary metal industries, total.__| 1, 39 . 976, 382 20.6 | 2,929,2 58.9 | 3d quarter, 195¢ 


Stee) works and rolling mills 37: 2, 350, 7 , 724, 677 : 4th quarter, 1954 
Blast furnaces 4 | 859, 394 | 3.6 234,169 | 27.5 Do. 
Primary refining ofaluminum ‘ 718, 493 : 5, 375 56 3d quarter, 195 
Electrometallurgical products 38 | 226, 892 ¢ 9, 254 | 45.8 | 1st quarter, 1955 
Welded and heavy riveted pipe_| 33 208, | , 9,865 | 8 Do. 

Iron and steel foundries__._.__| 243 | 101, 37 | 77, 816 76 3d quarter, 1954 
Other i | 56 510, 876 7 | 238, 1: 5.6 | 3d quarter, 1956 


Chemical and allied products, | 945 | 2, 987, 206 2% , 505,723 | 51.3 | 4th quarter, 1955 
total. | 


Industrial inorganic chemicals 2: $10, 349 3.4 | 339, ; 9 | Do. 

Industrial organic chemicals a7 | 657, 938 | me 323, 03 g Ist quarter, 1955 
not elsewhere classified, 

Alkalies and chlorine... ....- 


333, 534 210, § 3.2 | 2d quarter, 1954 
Plastics materials_ _-- ‘ ¢ 2 5 
1 


56 ; 94, 34.8 | 2d quarter, 1955 
38 | 3d quarter, 1954 
1 


Synthetic fibers 1 | is c 
4 | . 5 | 96, 649 7% 4th quarter, 1954 
| | 


Compressed and liquified 
gases, | 
Other chemical and allied 256 | 506, 834 2. 288, 3: 56.9 | Do. 
products, 


33, 
( 
“3 
23; 
22, 


Products of petroleum and coal, 27 | 1, 789, 630 5 | 56, 47! 2.3 | 4th quarter, 1957 
total. 


Petroleum refining 4 | 1, 483, 79: A 627, 000 | 2.3 | 4th quarter, 1955 
Byproduct coke ovens__.. ...- 37 | 217, 827 | 9 | 111,381 | 51. 4th quarter, 1957 
 citdbseuatinkone ee a8, 012 | 18, ov 20.6 | 3d quarter, 1954 
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Natural-gas transmission... ... 
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Railroads, total 


Railreads, line-haul operating.| 
OtRGR..s..-2< . 


Mining, total 


[ron ores... . 

Natural gasoline _. 

Copper ores... .. bb-etace 
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Pipeline transportation (petro- | 
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Water transportation, total. ...-.- 


Great Lakes ane eyeerens 
Other 


Other nonmanufacturing indus- 
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‘ Includes projects covering “Bleetric light 
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Jed from quarterly reports received from holders of certificates of necessity. 
t reported costs of completed projects, and reported estimates as of Dee. 31, 1952, for projects not 
The value in plaee figures include the reported total cost of completed projects, 
1e reported value in place as of Dec. 31, 1952, for projects not — ted by that date} 


Total cost 


Amount 
cates 


$998, 620 | 
517, 47 76 
200, 957 
| 
143, 337 
28, 651 


108, 208 


Perce 


718, 668 | 


214, 668 
99, 370 


42, 051 
362, 579 | 


422, 426 


424 | 189, 244 


454 233, 182 


“2, 490 | 


3, 531, “460 | 
298, 067 
_101, 457° 


27 
6! 


1, 081 
L 051 r 2, 919, 871. 
30 | 34, 028 
428 T4, 560, 213 | 
122 
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10 | 
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332, 769 | 
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and scheduled date of completion of projects 


1952, by type of industry—Con. 


Value in place 


} 


nt} Amount (Percent 
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$738, 178 
365, 154 | 
157, 678 


73.9 | 
} 


' 
70. 6 
78. 5 


¥, 656 
5,427 | 


430, 424 | 


158, 575 
74, 966 | 
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7 | 4th 


‘1, 761, 669 | 
210, O11 
98, 690° 


2, "394, 430 | 
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~ 608, 468° 





209, 247 | 
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! 


204, 949 | 49% 
118, 947 | 
86, 002 | 
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3d quarter, 1954 
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| 2d quarter, 1956. 
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| 2d quarter, 1956. 


Do. 
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1954. 


4th quarter, 


4th quarter, 1955. 


24 quarter, 1955. 
4th quarter, 1955. 


4th quarter, 1954, 
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3. Table C—Certification by industry 

Table C shows by industry the total costs of construction, of 
machinery and equipment, and of land and overhead. According to 
reports received from certificate holders, 29.3 percent of the total 
cost of all projects was for construction, 66.7-percent was for ma. 
chinery and equipment, and 4 percent for land and overhead costs. 
_ These are average percentages and variations exist in specific 
industries so that machinery and equipment amounted to more tha; 
90 percent for “Railroads, line-haul operating” and for less than 30 
percent in ‘Aircraft.’ Construction varied from more than 70 per- 
cent in “Aircraft’’ to about 5 percent for “Petroleum refining.”’ 
TaBLeE C.— Total, construction, machinery and equipment, and land and overly 


, costs of projects covered by certificates of necessity as of Dec. 31, 1952, by tr 
industry 


Pe 


(Compiled from quarterly reports received from holders of certificates of necessity. These costs reflect 
reported costs of completed projects, and reported estimates as of Dec. 31, 1952, for projects not complet 
by that date] 


Cost in thousands of dollars 


Machinery and Land and 


Num- Construction ; 
equipment overhead 


ber of 
certifi- SeGueperaney es Gem noee: es 
cates | otal | Por- | Per- 


Do | 
, - 
Amount Amount | — Amount 


Type of industry 


! 


Total, all industries......| 14,077 |$24, 111, 086 |$7, 063, 543 


Menufacturing indus- 
tries, total 9,995 | 13,853,150 | 4, 689,914 | 33. , 654, 1: h2.5 | 509, 105 


Primary metal industries, total.| 1,398 4, 976, 382 | 1, 969, 546 | 39.6 2, 905, 087 | 58 101, 749 


Steel works and rolling | 
mills_ - 373 | 2,350, 480 984, 837 , 352, 525 | 57.! 13, 118 | 
Biast furnaces. ............ 04 859, 394 451, 431 | 52. 389, 552 | 45. ; 18, 411 
Primary refining of alu- | 
minum : 718, 493 206, 991 ; 469, 022 | 6 42, 480 | 
Electrometallurgital prod- 








iii henpickeeeireniein 226, 892 64, 710 3. 157, 050 5, 132 
Welded and heavy riveted | 

iy 3 208, 871 , OF 9. 134, 595 | 6 13, 285 
Iron and steel foundries. - - 5 101, 376 36, 75 36. < 62, 804 + 1,818 | 

Other 56 510, 876 a3, 32. 6. 7, 505 


Chemical and allied products, 
a citi 4! 2, 937, 206 595, 926 | 20.3 2, 173, 085 $ 168, 195 
cipeneneteienteaitin miei, i teimenendentatninaiintaited | 





Industrial inorganic chem- 
icals._... 25 810, 349 167, 143 | 20.6 576, 319 s 66, 887 | 
Industrial organic chemi- | 
cals, not elsewhere classi- 
alia ance se damit dali 7 657, 938 5, 28 17.! 9. 22, 982 | 
Alkalies and chlorine...... ie 333, 534 55,913 | 16.8 260, 591 8. 17, 030 
Plastics matericls.........- 9 271, 756 55, 545 | 20. 208, 067 | 76.6 8, 144 | 
Synthetic fibers. .......-.. 234, 381 44,811 | 19. 175, 621 ; 13, 949 
Compressed and liquefied 
Ts ssceih bose secessionists 122, 414 28, 436 
Other chemical and allied 
BIO i eibcocarkeoben 56 506, 834 


Products of petroleum and | 
coal, total_- | 1,789,630 | 268,729 | 15. , 427,335 | 79.8 | 93, 566 








Petroleum refining - -- 374 | 1,483, 791 | 3,570 | 5.6] 1,309, | 88.3 | 90,814 
Byproduct coke ovens_..-- q 217, 827 126, 375 ,775 | 40.8 2, 677 
Other } | 88, 012 58, 784 5 33.1 75 
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Taste C.—Total, construction, machinery and equipment, and land and overhead 
costs of oe covered by certificates of necessity as of Dec. 31, 1952 


industry—Continued 


Pype of industry 


ee 


fransportation equipment, 
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Aircraft engines and parts 


Aircraft parts and auxili- | 


ary equipment. -... 
Aircralt . .....-----««-- “ 
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Machinery (except electrical), 
total nie ae ekaae 
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Steam engines, turbines, 
ind water wheels 

Other. .... 

Electrical machinery, equip- 
ment, and supplies, total_- 
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Electric light and power 


Natural-gas transmission _- 


Other !...... 
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Railroads, line-haul oper- 


ating... 
Other 


Iron ores rawadid 
Natural gasoline__. 

Copper ores. 
Other 
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' Includes projects covering ‘Electric light and gas utilities combined.” 
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Table D—Certifications—Small business 

Table D shows that 43.3 percent of all certificates were issued to 
small business. Their value, however, due largely to emphasis \poy 
expansion of basic materials and services, represented 10.4 percent 
of the total amount certified. 

The standards for determination of small business in manufact tiring 
industries, with the exception of “Ordnance,’’ was based on thy 
system outlined in “Size classification of manufacturers’”’ issued by 
the Department of Commerce in November 1951, and used _proe- 
Korean employment data. 

All manufacturing companies with less than 100 employees ar 
classified as “small’’ and all those with 2,500 or more are listed as 
“large.”’” In between, different factors are employed in different 
industries, such as relative position in the industry and degree of co 
centration of output. For “Ordnance” and all nonmanufacturing 
industries, any firm with less than 500 employees was classified 
small business. 


Taste D.—Certificates of necessity issued to small business compared with total 
issued, Feb. 25, 1953 





| tite 
| Number of certificates issued | “™mount certified ‘a 
| of dollars) 


Type of industry |  §mall business | | Small bus 


Total a | Total 


ne | Percent | 
| Number of total | Amount 


Total, all industries 1... . aod =e 5 | 3. 3 ‘$24, 457 | $2, 544 
e ee = 





Manufacturing industries, total._.._... af ~ Eh, 004 | 

Blast furnaces, steel] works, and roll- 
ing mills-_ . 

Primary metal industries (ex< ae | 
blast furnaces, etc.) 

Petroleum and coal products 

Chemicals | 

Machinery (except electric and met: otal | 
working) ei sued ene 

\ireraft and parts_ i 

Meta! working machinery _- 

F lectrical machinery 

Ordnance. ae 

Stone, clay, and gk: 1S products ‘ 

Paper and allied products 

Fabrieated-metal products 

Motor vehicles and parts -| 

SI . cashiamithcimeenemeummemel 








Nonmanufacturing industries, total _-_.. 





Pipeline transportation .............- 

Water transportation. deen 

ED NNT nk vansnsdseuyend 

Electric light and power. 

Mining 

Trucking and w arehousing_- : 

nan aie tth aie veegeeen senyerd 
PE in peiubteiaine . chdinécantaobuens 363 | 135 


a2 —en 


a 


ww 
NeSaayes | } 
NOON U ewe 


| 





1 Excludes 406 certificates amounting to $690,337,000 and not classified by size as of Feb. 25, 1953. 
2 Mainly in metals and minerals, waste materials (including scrap), and in petroleum bulk stations 


Note.—Data are preliminary and subject to revision. They were compiled from applications for cer 
tificates of necessity granted through Feb. 25, 1953. The ‘Amount certified” excludes the cost of Jand and 
other items not subject to tax amortization or not attributable to defense purposes. For all manufactur: 


8 


ing industries excepting “Ordnance,” standards set forth in Size Classification of Manufacturers, 
Department of Commerce, November 1951, were used in classifying small business. For ‘Ordnance 
and all of the nomanufacturing industries, any firm with less than 500 employees was classified as ‘‘S:nali 
business.” 
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Expansion GOALs 
A. DEVELOPMENT AND ESTABLISHMENT 


|. Executive Order No. 10161 issued on September 9, 1950, dele- 
rated to the Secretary of the Interior, Secretary of Agriculture, the 
Defense Transport Administrator, and to the Secretary of Commerce 
the primary duties and responsibilities pertaining to the expansion of 
productive capacity and supply provided under the Defense Produc- 
tion Act. 

2. Supply and requirements data for the purpose of determining 
shortages was prepared in some areas by earlier studies and were 
used to determine the action.to be taken on early applications. At 
the outset, certifications were issued in the fields of steel and related 
facilities, and rail transportation equipment. Data was also rapidly 
assembled for certain basic chemicals and systematic supply and 
requirements analyses for other types of requirements were built up 
more gradually. In the interim, special studies of supply and require- 
ments were made as applications were received. 

3. At the time that the moratorium was declared in August 1951, 
ODM issued DMO No. 11 which provided that assistance for facilities 
expansions should be granted only for those facilities included within 
expansion goals determined by ODM, formerly DPA, to be necessary 
to meet established requirements. These goals show the amount of 
expansion necessary to achieve mobilization objectives. 

1. In recommending the establishment of expansion goals, the dele- 
vate agencies (on their own initiative or on the request of ODM) 
submit supporting supply-requirement estimates. These estimates 
include such factors as possible conversions, substitutions, civilian 
cutbacks, conservation measures, need for distribution controls, pro- 
duction bottlenecks, and other factors. ODM analyzes and con- 
siders the data submitted as well as such other data which it de- 
termines to be pertinent and, after full consideration, decides whether 
the deficiencies revealed are such as cannot be expected to be over- 
come without Government financial encouragement. If it is so 
determined, the deficiency is set forth quantitatively in the form of an 
expansion goal. Where full mobilization requirements have not yet 
been completely determined, interim goals are established on a partial 
mobilization basis subject to revision when more complete information 
is available. 

5. Goals are‘not established where requirements and supply are or 
will be sufficiently in balance without Government financial assist- 
ance, or where the production or service is not substantially related 
to the defense effort. 

6. Requirements are constantly being reviewed by the military in 
the light of technological improvements, international tensions, and 
changes in strategic war plans. These reviews result in changes in 
requirements which call for reexamination of programs to uncover 
potential special bottlenecks, as well as deficiencies in major segments 
of industry. 

7. Upon formal establishment, expansion goals are publicly 
announced to industry by ODM. The reaction of industry as 
evidenced by its willingness or reluctance to participate in a given 
expansion program is an added measure of the degree of capital 
investment risk involved. 
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8. Unfilled expansion goals particularly those less than 50 percent 
underway are presently being given special attention by industry. 
the sponsoring delegate agencies, and the Office of Defense Mobiliza- 
tion in order to work out the special measures required to fulfill the 
expansion needs. 

9. The establishment of an expansion goal and its ultimate fulfill- 
ment is a joint undertaking of the delegate agency, ODM, and in- 
dustry working together in the interest of national defense. 


B. THE STATUS OF EXPANSION GOALS 


The status of the 225 established expansion goals as of March 26, 
1953, is set forth in tables A and B on appendix pages 27 throuzh 30, 
These tables show that these goals are under way in varying per- 
centages. Expansions under way as expressed in these tables are 
measured by including: (1) All known expansions which have taken 
place whether or not covered by incentives; (2) all starts or planned 
expansions whether or not covered by incentives; and (3) pending 
applications for expansions. No distinction has been made between 
goals for which all necessary expansion has been fully achieved oi 
exceeded and those goals which have been 90 percent or more achieved 
This is done on the grounds that the goals which have 90 percent or 
more of the expansion under way represent a substantial achievement 
of the mobilization objective. 


C. GOALS UNDER CONSIDERATION 


Programs under consideration for goal establishment are listed in the 
appendix table C on page 31. These programs are being developed to 
be submitted to the Office of Defense Mobilization for review and possi- 
ble approval. These programs are analyzed by ODM and related to 
other expansion programs. Other agencies concerned are also con- 
sulted. The appendix table D on page 31 lists established goals which 
are receiving immediate reexamination due to changes in requirements 


MILESTONES OF THE PROGRAM 
A, DELUGE OF APPLICATIONS 


From the date of the opening of the tax amortization office on Octo- 
ber 30, 1950, to April 2, 1951—a period of slightl¥ more than 5 
months—7,728 applications for tax amortization were filed; 4,215 of 
these cases were filed during March of 1951. 


B. FIRST THINGS FIRST 


Faced with this deluge of applications and the critical nature of 
the supply of basic materials, the Director of Defense Mobilization 
announced a policy (ODM Doc. 4, March 14, 1951) of emphasizing 
expansions to meet the immediate security program of the production 
of weapons of war and of supporting equipment required to meet the 
approved plans of the Defense Department and for the military sup- 
port of our allies, with a corollary postponement of expansions not 
required for such immediate security, Expansions in basic steel 
aluminum, petroleum, chemicals, and transportation were rapidly 
placed under way. At the same time, producers of aircraft, tanks, and 
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other weapons were prepared for volume output. These broad ex- 
pansion programs were later followed by more detailed planning and 
by the establishment of industry and production expansion goals. 


C. MORATORIUM 


The tight situation with respect to critical raw materials such as 
steel, copper, and aluminum resulted in a large number of the early 
applications for certificates being granted to stimulate the expansion 
of our metal production. Therefore, large corporations figured 
prominently in the earliest stages of the program while thousands of 
applications from small businesses were pending. As the general 
situation became more aggravated and the backlog of applications 
built up, your committee held several hearings to examine the overall 
program. These resulted in definite recommendations to ODM which 
were later translated into policy by Defense Mobilizer Wilson. A 60- 
day moratorium on tax amortization certificates (except for urgent 
eases) was declared on August 13, 1951, in order that the adminis- 
trative procedures and the criteria on which certificates should be 
cranted could be thoroughly reviewed. 


D. RESTATEMENT OF PROGRAM PRINCIPLES 


The Defense Mobilizer issued DMO No. 11 on August 14, 1951. In 
essence, DMO No. 11 provided for (1) granting of tax amortization 
for facilities within established expansion goals; (2) certification at 
percentages reflecting the best available estimates of post-emergency 
usefulness with additional incentives to the extent deemed necessary 
to secure the expansion; (3) relating such percentages to other finan- 
cial incentives so as to obtain the needed expansions separately or in 
combination at a minimum cost to the Treasury; (4) certification on 
an industry pattern basis with provision for adjustment for individual 
case factors; (5) adequate recognition of industrial dispersion factors; 
and (6) allowance of tax amortization in negotiated contracts to a 
limited extent. 

E. AMENDMENT OF REGULATIONS 


This restatement of program principles was largely incorporated 
into DPA Regulation 1 as amended February 14, 1952, effective 
March 1, 1952. The amended regulation also added certain require- 
ments as to time of filing and predetermination of necessity. In 
essence, these changes required the filing of applications prior to the 
beginning of construction where such construction involved costs 
less than $100,000, and provided for the issuance of a letter of pre- 
determination or necessity certificate prior to the commencement of 
construction in cases where such construction was estimated to cost 
$100,000 or more. Failure to comply with these requirements was a 
basis for finding the applications ineligible. It is to be noted that 
thereafter, by further amendment to the regulation approved on 
January 15, 1953, the Administrator was authorized for good and 
sufficient reasons in the interest of national defense to make exception 
to these requirements. 

F. REORGANIZATION 


The reexamination provided for by the moratorium resulted in 
several administrative and structural staff changes. The major 
change was the elimination of the National Production Authority 
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Tax Amortization Division and its Industry Division coordinatioy 
staff. <A large portion of the personnel of these staffs was absorbe;| 
into the Defense Production Administration Office of Resources [x- 
pansion. Upon such absorption, the Office of Resources Expansioy 
was itself reorganized into a structure designed to deal more adequately 
with the problems at hand. 


G. REDUCTION OF BACKLOG 


It will be noted from the section, “Program workload and staffing 
that, immediately prior to the moratorium, the backlog of pending 
cases was at the peak level of slightly over 9,000. (See chart on p 
19.) An examination of the workload chart also indicates that this 
backlog had been mounting rapidly. Further examination of the 
same dat will indicate that a reduction of this backlog followed the 
moratorium reorganization; so that the levels for new cases pending 
is now 1,300 and for reconsiderations and amendments pending is 
now 900. The maximum pending caseload of reconsiderations was 
approximately 1,300 in March of 1952. 

ODM is continuing its drive to reduce pending caseloads, including 
original applications and requests for reconsideration, to a minimum 


PROGRAM WORKLOAD AND STAFFING 


The following charts show the applications for tax amortization 
received, processed, and pending by quarters since the inception of 
the program. It also reflects the workload generated by applicants 
requesting reconsideration. 

The following tabulation shows the relationship of average employ- 
ment to cases processed. 


Total cases | Averag 
processed ploy 


1951—1st quarter ‘ a you 
2d quarter 2, 292 
3d quarter A . 2, 746 
ith quarter | 3, 010 
-Ist Quarter — 2 . } 5, O84 
2d quarter. ___- “ - 5, 182 
3d quarter . Pe ie 4, 381 
4th quarter bes , 3, 338 
~Ist quarter : Pe ‘ 3, 054 
Employment for end of Mareh. aanie ; 


The average employment in this tabulation includes only the staif 
of Office of Defense Mobilization, formerly DPA, which has been 
utilized in the work of administering financial incentives to encourage 
expansion of productive capacity and supply. 

The sharp increase in employment occurring in the first quarter o! 
1952 is due to a transfer of functions and personnel from National 
Production Authority in order to streamline the flow of work between 
the certifying office and the recommending industry divisions. 

The reduction in employment beginning in the third quarter of 
1952 (first quarter of the current fiscal year) and continuing cacii 
quarter thereafter results from the reduction in force proce veclures 
effective each quarter. Positions abolished have been geared as 
ciosely as possible to workloads pending and rates of processing cases 
The second chart following reflects tax amortization applications for 
fiscal year 1953, on a monthly basis. 
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REVIEW OF TAX-AMORTIZATION PROGRAM 


CurrENT OPERATIONS 
A. WORKLOAD INTAKE 


e Office of Defense Mobilization, formerly DPA, has taken care 

ee e industry informed in order to preclude the filing of applications 

tax amortization on projects which obviously would result in 

denial. This has beem done in the interest of avoiding unnecessary 

<pense to both Government and industry. Specific steps taken are 
follows: : 

(1) Public announcement of expansion goals include informa- 
tion as to whether new applications are needed and also suggest 
contact between the sponsoring delegate agency and industry 
representatives for discussion of details prior to filing an ap- 
plication. 

(2) Special instructions (Form DPAL-114) are handed out 
with blank application forms highlighting the usual reasons for 
denial in order to aid the potential applic ant in making the deci- 
sion to file the application. A sample of this special instruction 
appears in the appendix on page 26. 

3) The Office of Defense Mobilization cooperates fully with 
the public press, trade associations, and trade publications in re- 
leasing pertinent information and interpretations for relay to the 
industry in order to keep all interested parties currently informed. 

New applications, of course, are still being filed in areas where estab- 
lished expansion g goals are not yet filled and in other areas where special 
military or atomic energy requirements are involved at the prime or 
sub-contract level. 


B. PROCESSING OBJECTIVE 


All delegate agencies and other agencies involved are urged to 
process cases within an aver age cycle of 45 days, if possible. This 
objective has not yet been ac complished. Some cases are processed 
in less time if everything is in order and no major considerations are 
involved. On the other hand, many cases require more time due to 
major considerations and complications. Each case requires careful 
individual consideration and documentation in order to make the 
proper decision on each factor involved. 
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C. STATUS OF PENDING CASES 


Tax amortization applications received, pending; and in process for period beginning 
> é Roe ~ ro ‘ I 
Mar. 12, 1958, and ending Mar. 25, 19538 


Applications Reconsiderations 


Pending | Pending 
Total 

| Te. 

| ceived In Tos 
during | In dele- Potal 


io« ( rat on 
period | ODM gate hand 


Refer- 
ral 
In 
code 
Tn dele- on 
ODM gate hand 
agency : | agency 


Delegate agency referral 


voints ao 
I Total 


(a) 


Defense Solid Fuels Ad- | 
ministration _ - DSFA 
Petroleum Administration 
for Defense PAD 
Defense Fisheries Adminis- 
tration | DFA 
Defense Electric Power Ad- 
ministration _- IDEPA|! 
Defense Materials Procure- | 
ment Agency -- DMPA 
Defense Transport Admini- 
stration ie 
Department of Agriculture __ 
Atomic Energy Commis- 
sion 
Public Health Service 
Housing and Home Finance | 
Agency. 
Maritime Administration 
Defense Air Transportation 
Administration 
National Production Au- 
thority Industrial and 
Agricultural Equipment 
Bureau 
Agricultural machinery._| AGRI 
Construction machinery... |CAMC 
Electrical equipment ELEC 
Engine and turbine ENGN 
General components. GCOM 
General industrial | 
equipment_. -| GIEQ | 
Metalworking equip- | 
ment. - MWNE 
Mining machinery .-.. MMEQ 
Motor vehicle .-._MOVH 
Railroad equipment. ../T RAN 
Facilities and Construction 
Bureau: 
Construction controls ccp 
Industrial expansion IED 
Water resources WATR 
Textile, Leather and Spe- 
cialty Equipment Bu- 
reau 
Aircraft AIRC 
Building materials BLDG 
Communications 
equipment CONN 
Consumer durable 
goods CDGS 
Electronics ETRX 
Leather and leather 
products LEAT 
Motion picture, photo- 
graphic products MOTP 
Ordnance end_ ship- 
brilding ORD 
Scientific and technical 
equipment. SI 
Service equipment SE 
Textile T 


TE 
RV 
EXT 
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- amortization applications received, pending, and in process for period beginning 
Mar. 12, 1953, and ending Mar. 25, 1953—-Continued 


Applications Reconsiderations 


Pending | | Pending 
eet nw —— a ae Sata ee 
gate agency referral Refer- re- re- 
points } ral In a ceived In rn ceived 
| _ Total | 4... f 
} code | In _| dele- ia during | In dele- | during 
| ODM | gate period | ODM | gate | | period 


han 
gency id agency 


(b | (d) 





ind Minerals Bu- 


luminum and mag: | | 
ium... ALUM 
er on i\COPR 
ind steel | STEE | 
fiscellaneous metals 
ind minerels MSMN|} 
lead, and zine TINL 
il, Rubber and For- 
juct® Bureau: 
ical : CHEM 
tainers and packag- 
CONT 
( and wood 
ducts LUMB 
r and publish- 


POREEY tenwains 
paper, and paper- 
rd PAPR 2 
Rubber .-| RUBR 1 | 
f Civilian Require- 
OCR 5 
’ referral ' 
ronean 33 
ting information 
rom applicant dl jedi *14 


rrent period_........- 473 
Previous period id 434 73 , 307 5A0 
Difference. . en +39 —123 


RELATIONSHIP—-TAx AMORTIZATION TO OTHER FINANCIAL INCENTIVES 


The Defense Production Act, as amended, authorized the President 
to grant financial incentives to encourage the expansion of productive 
capacity and supply required for the defense effort. 


A. LOAN GUARANTEES 


Section 301 of the Defense Production Act contains authority to 
guarantee loans to expedite performance of defense contracts. This 
authority was delegated by the President to the various procurement 
agencies of the Government. 

Loan guarantees have been used primarily for working capital loans 
for producers of materials or services for the procurement agencies. 
The authority is exercised by the procurement agencies through the 
fiscal facilities of the Federal Reserve Bank, and generates the use of 
private capital as distinguished from Government funds. 


B. DEFENSE LOANS AND GUARANTEES 


Section 302 of the Defense Production Act, as amended, authorizes 
the granting of direct defense loans or the guarantee of loans, for the 
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expansion of productive capacity and supply found necessary for 
national defense. 

Authority to make or guarantee defense loans for domestic pur 
was delegated to RFC under E. O. 10281. 

Defense loans for working capital purposes are made by the R: 
struction Finance Corporation without certification from ot} 
govermental agencies. 

Domestic defense loans for fac ility expansion purposes are ma: 
the Reconstruction Finance Corporation based on certificates 
essentiality issued as follows: 

By the Department of Agriculture fer food and 
facilities. 

(2) By the Defense Materials Procurement Agency \ 
programs certified by the Office of Defense Mobilization. ‘T| 
programs generally are limited to strategie and critical mate: 
and such production equipment as machine tools. 

By the Office of Defense Mobilization, formerly DPA 
all other domestic facility expansion. 

The Export-Import Bank of Washington, D. C., makes all de! 
loans for foreign activities based on certificates of essentiality iss 
by the agencies as explained above. 


C. CONTRACTUAL ARRANGEMENTS 


Section 303 of the Defense Production Act as amended, authorizes 
special contractual commitments and other types of incentives such as 
equipment installation and exploration of minerals and metals. Th 
authority to utilize these special incentives was delegated to Def fense 
Materials Procurement Agency by E. O. 10281, to be earried out in 
accordance with programs certified by Office of Defense Mobilization, 
formerly DPA. DMPA redelegated to Defense Minerals Explora- 
tion Administration, Department of the Interior, authority to carry 
out the domestic exploration and development of critical minerals an 
metals. The Secretary of Agriculture was delegated the same 
authority with respect to expansion programs relating to food and food 
facilities. 

D. BORROWING AUTHORITY 


Section 304 authorizes the President to approve borrowings from 
the Treasury of the United States not exceeding $2.1 billion out- 
standing at any one time to carry out the purposes of sections 302 ain 
303 of the Defense Production Act, as amended. This authority to 
borrow has been allocated to the appropriate agencies as shown on thie 
chart following this section. 

The tax amortization incentive has been utilized to the fullest 
extent possible, in all segments of industry determined to be necessary 
for national defense, whereas defense loans, commitments and other 
special incentives are utilized only when the required expansion of 
supplies, materials or services cannot be obtained by tax amortization 
alone. 

While the legislative authority to grant the incentives discussed 
above is contained in the Defense Production Act and tax amor' 
tion is authorized by section 124(A) of the Internal Revenue Code, the 
two statutes have been administered on a closely coordinated basis by 
ODM to obtain the needed expansion at the least cost to the Govern- 
ment, with maximum utilization of private capital. 
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Financial incentives made available by Congress have been used to 
courage the necessary expansion of productive capacity and supply 
cord with the following basic principles: 
(a) Private ownership of facilities to the maximum extent 
possible. 
~ (b) Maximum utilization of private capital. 
c) Necessary expansion at least cost to the Government. 


SUMMARY CHART OF BORROWING AUTHORITY CONTROL AND OPERATIONS 


Total available $2,100,000,000 


THE PRESIDENT 


Advised by: Director of Defense Mobilization 
Director, Bureau of the Budget 


Delegates authority Allocates authority Delegates authority 
to authorize borrow- to borrow to authorize borrow- 


ing ing 


DEPARTMENT OF RECONSTRUCTION FINANCE OFFICE OF 


AGRICULTURE 
Certifies programs 
ind allocates author- 

to borrow from 
rreasurer of the 
United States in con- 
nection with foods 
and related agricul- 
tural products. 
Purchases, commits 
to purchase, and re- 
sells Also certifies 
essentiality of de- 
fense loans. 


CORPORATION 


Certifies essentiality and makes 
loans for domestic working cap- 
ital purposes. 


Makes loans for domestic facili- 
ty expansion based on certifi- 
cates of essentiality issued by 
Department of Agriculture, 
DMPA, or ODM 


EXPORT-IMPORT BANK 


Makes loans for foreign expan- 
sion based on certificates of es- 
sentiality issued by Department 
of Agriculture, DMPA, or ODM. 


DEFENSE MATERIALS 
PROCUREMENT AGENCY 
Within programs certified by 
ODM, purchases, commits to pur- 
chase, resells, and makes indus- 
trial installations. Also certi- 
fies essentiality of defense loans. 


DEPARTMENT OF THE 
INTERIOR 


Within program certified by 
ODM, encourages’ exploration 
for strategic and critical min- 
erals and metals. 


Nore.—All funds are apportioned by the Bureau of the 
certifications shown above prior to being obligated. 


DEFENSE 
MOBILIZATION 
(Formerly DPA) 


Certifies programs 
and allocates author- 
ity to borrow from 
Treasurer of the 
United States in con- 
nection with all 
items not assigned 
to the Department 
of Agriculture and 
RFC. 

Also certifies essen- 
tiality of defense 
loans, 


Budget in addition to the 





APPENDIX 


SpecIAL INSTRUCTIONS TO PROSPECTIVE APPLICANTS 


To Prospective Applicants for Necessity Certificates 

In the interest of applicants and the Government, it is desirable that applicants 
withhold filing of an application for a necessity ce rtifieate which will be d nied 
Experience indicates that most denials are based on one or more of the be low 
listed provisions of the Administration’s regulations (DPA Reg. 1, as amen 
These should be reviewed carefully to determine whether filing of a eee 
application is reasonable and justified. 


Time element 

Applications filed on or after March 1, 1952, are denied, unless specifically 
excepted, if construction, reconstruction, erection, or installation of the facilit 
began on or after March 1, 1952, and before (1) ) filing of the application; or, 
issuance of a letter of predetermination provided the building, structures, or 
other real property (exclusive of the cost of land) are estimated by the applicant 
to cost $100,000 or more. 

Separate facilities acquired (e. g., by purchase) earlier than 6 months | 
filing the application will not be certified. 


Essentiality and shortage 

Applications are denied where the Administration determines that at the time 
of the beginning of construction, reconstruction, erection, installation, or acquisi- 
tion of the facilities, there was or is no existing or prospective overall shortage 
of such facilities to meet the needs of national defense. 

Applications pertaining to the acquisition of the productive assets of a going 
concern or secondhand facilities are denied unless: 

(a) Clear prospect of a substantial increase in the usefulness of such facil- 
ities for national defense exists and such increase cannot be obtained by other 
practical means; or, 

(b) Substantial loss of usefulness for national defense would probably 
result in the absence of such acquisition. 


Location of facilities 

Expansions subject to industrial dispersion as set forth in the istructions of 
Appendix B of the application and not located in accord with industrial dispersion 
standards may be denied. 


Miscellaneous factors 

A facility or part of a facility which is or will be used in lieu of existing facilities, 
except to the extent considered extraordinary and necessitated by reason of the 
emergency, will not be certified. 

Expansions that include factors which may tend to eliminate competition, 
create or strengthen monopolies, injure small business, or otherwise promote undue 
concentration of economic power will not be certified. 

Applications are denied when the performance record and other factors bearing 
upon the ability of the applicant to construct or acquire and manage the proposed 
facility do not justify approval of the application. 

Facilities to be constructed, reconstructed, erected, installed, or acquired by a 
lessor for investment purposes will not be certified 

An expansion which requires Government financial incentives beyond a neces- 
sity certificate (e. g., loans) will not be certified if the additional capacity can be 
obtained from other sources without such further incentives. 


26 
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WHEN IN DOUBT CONTACT YOUR DELEGATE AGENCY 


It is very important to ascertain that there is an unfilled expansion goal for 
the materials or services to be produced by the proposed expansion. The identity 
and Washington address of the department to contact for information on an 
expansion goal for a particular product, or other information, can be obtained 
from any loeal field office of the Department of Commerce. 


This notice shall accompany each set of Form DPAF-2 furnished to applicants, 


Table A— Summary status of established expansion goals, Mar. 26, 1953 


Number under way ! 

Total va 7 ] ra 
number} 90 per- | 
ofgoals| cent | 
and 


| Delegate agency 


Delegate agency 75 to Less 
| 80 ne | than 
ety 50 per- 
.* | ’ | cent 





320 


National Production Authority, total.......| NPA -- 27 312 
Defense Air Transportation Administration.|; DATA ___ ...-. 1 |} 0 
Defense Electric Power Administration.....| DEPA | | ( 

Defense Materials Procurement Agency....| DMPA 

Defense Solid Fuels Administration. sF 

Defense Transport Administration.........| DTA 
Department of Agriculture 

Maritime Administration te nail 

Office of Defense Mobilization (aluminum) - -| ODM(ALUM 
Petroleum Administration for Defense 





_ 


! See text on p. 16, “The Status of Expansion Goals.” 

?In the 225 goals which have been issued, some contain 2 or more subgoals. In this tabulation these 
have been counted as separate goals. 

Includes 1 ‘‘Laboratories’’ goal not classified on percentage basis. 


TABLE B.—Status of established expansion goals, Mar. 26, 1953 


- —_ —— - —_— 
Dele- Percent- | | 


Product or facility | gate age _| Percentage under 


| Target date 3 
ncrease | ay? 
| agency increase wee 


| 
over base | 


| | 


Abrasive —— a rasa hanks . ! ') | 75 to 89 ee Jan. 1, 1954. 
Acetic acid ....- esi | A | ‘ 90 or more... Jan. 1, 1955. 
Acetone. ....- we NP: a Do 
Aircraft, commercial T! (! | oe Dec. 31,1954. 
Aircraft (military) -.._- J -| None, 
Air preheater, regenerative NP: ; ; Jan. 1, 1954, 
Aluminum, primary sinkiea a h | 90 or more .--| 1955. 
Aluminum sheet, heat-treating I 21 | Less than 50 Jan. 1, 1955 
facilities. 
Aluminum-sheet-producing facili: | I 36 ‘ | Do 
ties. | 
See boxes, 30 and 50 cali- | NPJ 20 | Less than 50__.. Do. 
er. | | 
Aniline NP: | 90 or more__... Jan. 1, 1954. 
Anthraquinone vat dyes NP: do any cle 
Anti-friction-bearings industry_...| NP/ | 75 to 89 ...-..| Jan. 1, 1954. 
Antimony Swe lie toed I f 90 or more : 1955 
Asbestos, chrysotile, strategic ] J 95 Rie adie Do. 
grades. | 
Barite (drilling grade and chemical |DMPA|} 72-1; |---- -do Do. 
grade). | | 
cane AA type... NPA ) Less than 50_....| Jan. 1, 1955, 
i ODM | 90 or more____. 1953 
| NPA do.. Jan. 1, 1955. 
NPA D ccieties died Do. 





Benzene hexachloride, 99 percen t | 
or more gamma isomer content 
(lindane). 

Benzene hexachloride, technical | 
grade. 


NPA 


ants de DMPA 88 |_. ; 

Beryllium copper alloy “mill prod- | NPA | 7 75 to 89 
ucts facilities. | 

Beryllium copper master alloy | NPA 
producing facilities. 

Blast furnaces. .............-..- _..| NPA 


See footnotes at end of table, p. 30. 
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TABLE B.—Siatus of established expansion goals, Mar. 26, 1953—Continued 


Product or facility 


Blast-furnace ferroalloys_......--- | 


Boilers, steam 

Brass- mill facilities 

Boo adiene 
Calcium carbide-. 


Carbon, activated (w: ater purifica-_ | N 


tion and decolorizing grade). 
Carbon black 
Carbon electrodes. ........- 
Carbon tetrachloride... _- 
Castings, steel. 

Chemical manufacturing machin- 
ery. 

iirc nienmasinbaenindind 

Chromite, chemical grade - - ss 

Chromite, metallurgical grade --- 

Chromite, refractory grade - - 

Cobalt _- 

| Coal, Territory of Alaska....-.--- 

Cc oke, byproduct. - 
Columbite and tantalite ores (62 
| percent concentrates). 
Compresses, cotton 
Condensers 
Continuous galvanized sheet and 
strip. 
Copper-.- 
Copper- foundry facilities. ...-.--_- 
Copper-wire-mill products 
Crawler-type-tractor industry - -- 
Cryolite, synthetic “ 
Cylinders, pressed gas 
DDT 
Dies, jigs and fixtures__._- 
Electrical connections, Army- Navy 
type. 

Electric power 

Electrolytic tin plate-._- 

Electronic glass envelopes produced 
by means other than on ribbon 
machines. 

Electronic glass envelopes produced 
on ribbon machines. 

Electronic products (military) 

“Elephant tools,”’ manufacturing 
facilities. 

Ethylene glycol. ..........--.-...- 

Ethylene oxide 

Ferro-alloys, electric furnace 

Fibrous glass, continuous filament 

..| Fibrous glass, superfine an 
| Filter aids, calcined dis atomite. 

Fluorspar, acid grade 

Formaldehyde-_.....-- 

Freight cars inchieeaitiineatad 

Friction bearings. 

Gas utility industry, large pipeline 

| Gas ay industry, small pipeline 

Gears and gear drives 

Generators, water-wheel driven... 

Gins, cotton... 

Glass tubing, rods, “and cane (boro- 
silicate). 

Glass tubing, rods, and cane (lead 
and soda-lime). 

Glycerin. -- 

Graphite, artificial. 

Gray iron castings (over 3 mr) Ibs.) 

Heat exchangers, tubular 

| Heavy aluminum aircraft forgings 

Heavy metal tanks (special process 
and storage vessels). 

Hexamethylenetetramine 


.-| High voltage switch gear - - 


Hose horizontal wire braided 
Hydrofluoric acid 

Hydrogen, peroxide. _- . 
Industrial ethyl alcohol... 
Inland Waterway vessels 





See footnotes at end of table, p. 30. 


-|DMPA 


Dele- age 


= increase 
agency | over base 





lp} 

‘DMP A 
|\DMPA 
DMPA 
| DSFA 
DSFA 
DMPA 


USDA 
NPA 
NPA 


NPA 
NPA 
NPA 
ODM 
NPA 
NPA 
NPA 
NPA 


DEPA 
NPA 
NPA 


NPA 


NPA 
NPA 


NPA 
NPA 
NPA 
NPA 
NPA 








Percent- | 





Percentage under 


way? 


“Less than 50. 
50 to 74 


90 or more 
Less than 50_- 
90 or more 

ae 

75 to 89 


90 or more..._--- 


75 to 89 
90 or more....- 


Less than 50_- 

50 to 74 

90 or more 
do 


75 to 89...-_- 


6 | 90 or more__._- 


75 to 89__. 
Le ss than 50.. 


90 or more.....--. 


ON ae 


90 or more. 


Less than 50..... 


7o to 89 


90 or more 
75 to 89 


90 or more....... 





Jan. 1, 


Jan, 1, 
Jan. 1, 


Do. 


1955. 

Dee. 31, 195: 
1953, 

Dee. 31, 195 
1955. 

July 1, 1953, 
Jan. 1, 195 

Do. 


None, 
Jan. 1,1 
Do. 


1955. 
Jan. 1, 1953 
Dee. 31 
Jan. 1, 195 
1954. 
Jan. 1, 195 
Jan. 1, 
Jan. 1 

Do 


Dec. 3! 
Jan. 1, 
Jan. 1, 


1955 


None 
Jan. 1, 195 


Jan. 1, 1955 
Do 
Jan. 1, 195 
1955. 
1955. 


Dec. 31, 195 


1953 
Jan. 
July 1, 
July 1, 
1953. 
1953. 

Jan. 1, 195 
Do 
Jan. 1, 1953 

Jan. |, 


Do. 


Jan. 1, 1955. 
July 1, 19%. 
Do 


Jan. 1, 
None. 


| July 1, 195 


Jan. 1, ! 
Jan. 1, | 
Jan. 1, | 

Do. 

Do. 

Do, 
Dee. 31, 1953. 
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.—Status of established apne goats; Mar. 26, 1953—Continued 


' 
| Percent- 
a Dele- | age | Percentage under} -, 
Product or facility gnte | increase ae Target date § 
| a8e ney | | over base | ; 


Iron ore |DMPA 90 or more_......| 1955. 
Tron ore, taconite. - DM PA| Se eee Sy 
| Tron oxide, yellow (synthetic) - ine do Jan. 1, 1955. 
_.| Kenaf, processing facilities | Less than 50_..__| 1952-53. 
| Ketone, methyl¢ethyl | 90 or more Jan. 1, 1955, 
_.| Ketone, methy]-isobutyl]_.....___- Do. 
| Laboratories... .. cide nema wal Jan. 1, 1956, 
Tead - - 1955. 
Limestone and dolomite .- Jan. 1, 1955, 
| Lithium compounds I 
Locomotives, diese] __..- “A 
Lubricating oil. . ian =| 
es 


UU UY 
et te 
=P = 


ZZZzZZ 


zoz 
ee ed et ed 
= nt 


0. 
July 1, 1954, 
Dec. 31, 1955, 
Si Jan. 1, 1955, 
90 or more_......| Jan. 1, 1954, 
do Jan. 1, 1953. 
ssnnccassoncet Gees Re Meee 
| do | 1954. 
| 75 to 89- 1954. 


yr3 
Ur rece r 


> 


Lumber and wood products. 

I ae acc ecpiaciae 

Magnesium 

Maleic anhydride _- _. aed 

Manganese, metallurgical grade. al 

Manganese. ore, battery and | 
chemical. grades. 

Material handling equipment -- - 

Mechanical power transmission 
equipment (except gears). 

Medical supplies and equipment. - 

Mercury - - - -- | 

Metal can “manufacture, “tin con- Jan. 1, 1956. 
servation. 

Metal cans- -__- | Do. 

Metal cutting tools__- NP! ¢ ...| July 1, 1953. 

Metalworking equipment, -miscel- | N Risten | Jan. 1, 1954, 
laneous. | 

Methanol, synthetic 

Methy!] chloride 

| Methylene chloride. ......_...._- 

Mining machinery --......._-.- a 

Molybdenum - 

Motors, miniature electric. 


Fizuzz2y 


| Jan. 1, 1954, 
July 1, 1953. 


Z ZZ 
sy 


| Jan. 1, 1955. 
| 1953. 


= 
Uw w. 
> U> p> 
z ~ 


ZZ 
~ 





| Jan. 1, 1955. 
Do. 
7 Do. 
Less than 50_. | Jan. 1, 1954, 
| 90 or more __.._.| 1954. 
_...do Jan. 1, 1954, 
Naphthalene.. |_....do See Jan. 1, 1955, 
a tg / do Jan. 1, 1956. 
WU: “bctsinctond a iain aa i i | 30 to 74 | 1955. 
Nitrogen --_- ‘ | | Sor more -....| Do. 
Octyl alcohols. - Fe eo Jan. 1, 1955, 
Optical glass ____. do 1955. 
Optics, precision cut, , facilities for | | 75 to 89 Jan. 1, 1955. 
producing. | 
Ore carriers, Great Lakes_.__....--| 
.| Ore carriers, Oceangoing 
..| Ordnance facilities 
...| Oxygen, high a 
.| Paper . 
Paperboard 
Penicillin 
..| Pentaerythritol 
| Perchlorethylene. 
Petroleum, domestic, drilling “of | 
| _ wells. 
| Petroleum, domestic, natural gas | 
liquids production and process- 
ing facilities, capacity. 
| Petroleum, domestic, oil pipelines..| PA 2) 75 9. Do. 
Petroleum, domestic, refining ca- | P/ | 90 or more Do. 
| pacity. | 
Petroleum, domestic, storage ca- A | | 50 to 74 Do. 
pacity. j 
Petroleum, foreign, drilling of wells _| ! | 90 or more Do. 
Petroleum, foreign, oi] pipelines._.| P. | 75 to 89 Do. 
| Petroleum, foreign, refining ca- 2 | 90 or more__..._-} Do, 
pacity. 
| 
| 


ZZZZ 


2 


ZZZ, 


ZZZZ 





a 
3 s 
> PrP 


50 to 74__.. ..| July 1, 1954, 
Less than 50_____| Jan. 1, 1957. 
| 90 or more None. 
ia ts ects Jan. 1, 1955, 
..do Jan. 1, 1956. 
..-do . 
do gah 1955. 
ee ae 7 x 
et Ta SEN Do. 
GPs. 0s Dee. 31, 1953, 








, WZZZZZZZe 
> PoUUU UU 
Crrrrrrr 


“ 
~ 


ane Do. 


Petroleum, foreign, storage capac- 50 to 74........ Do. 
ity. 
Phenol ..| NPJ 90 or more Jan. 1, 1955, 
| Phosphate rock. | i 3 | cus | July 1, 1954. 
Phosphatie feed supplements selena Band do.. July 1, 1955. 
Phosphatie fertilizers ; NPA | | do...........| July 1, 1954. 
Phosphatizing of steel drums - NP: 75 to 89 ‘ Jan. 1, 1954, 
Phosphorus, elemental _ - - - | NPA | | 90 or more... Jan. 1, 1955, 
Photographic equipment (motion | NPA | | Jan. 1, 1954. 
and still). | | | 
Photographic film and paper | NP! shea June 1, 1953. 
Phtalic anhydride____-__- ah J . ----.-+----| Jan. 1, 1966, 
Plastics materials. ‘PAs a Do. 


See acts at end of table, p, 30, 
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TaBLE B.—Status of established expansion goals, Mar. 26, 1953—Continued 


| Percent- 
| Product or facilit —_ |} age Percentage under 
oduct or fac’ , vate |; | 
roduct or facility ga i ant ray 4 


| 88CNCY | over base 


No. 


Target dat 


46 iat Plywood, exterior type, softwood NPA 70 | 


159A, Ri___._..| Polyamide fibers, organic chemi- | NPA 58 
| als for adipic acid. | 
159B, Ri_......| Polyamide fibers, organic chemi- | NPA | 131 
cals for adiponitrile. 
190C, Ri..... Polyamide fibers, organic chemi- | NPA 
|  eals for cyclohexane (85 percent). 
159D, R1.......| Polyamide fibers, organic chemi- | NPA 
cals for hexamethylenediamine. 
Portland cement. - - - dcocpipilleledlaea 
| Potash = 
Power crane and shovel industry _- fs 
Precision and large size fasteners...) } 90 or more..._. nit 
| Presses and forging equipment.....| NP/ 50 to 74 
..| Pumping machinery NP! 90 or more 
| Quinoline NP! Less than 50..... 
| Railroad equipment. -- wT | 75 to 89 
Rare earths |DMP: 90 or more__. 
| Reels and spools..................- NP: 3% Less than 50.....| 
Refractories, basic NPA 90 or more 
Refractories, fire clay, superduty | NP/ ait 
and high alumina bricks. 
Refractories, insulating firebrick.. 
| Refractories, Ladle bricks 
| Refractories, pouring 
Refractories, silica. . 
Resorcinol “- I of 
Railroad terminal and road facili- TA | | 90 or more........) Non 
ties, | 
62 Rubber and rubber products | ) Less than 50__..| None 
163, R1 Rutile Stled | 90 or more | 1954 
 —— | Scientific instruments i N | (1) ..do | Jan. 
69 ’ | Scrap, ferrous and nonferrous N ) do re Jan. 
101 wieliins Screw machine products, precision_| N Logs valves July 
87 ‘ | Sebacie acid ‘ do ..| Jan 
178 __..| Selenium Less thar 50 1955, 
110.............]| Soda ash ; 90 or more_......| Jan 
162 Sodium bichromate do | 
88 spell Sodium chlorate 
a ..| Sodium eyanide 
111 . Snecial components 
104, R1_... Special industrial services 
6 | Steel ingots - 
| Storage batteries, electric .~- 
| Strapping steel 
| Styrene monomer (including | 
| methyl styrene). | 
| Sulfur b caseubeiaie icici resielns DMPA| 90 or more_......} Jan 
Sulfvrr'e acid NPA | : thee Jan 
Synth >tic fibers, noncellulose----- TP, : ..-| Jan. 
Tankers, oceangoing MA | aS Jan 
Tape, acetate____.. , eS | 90 or more. | Jan. 
Tape, filament ‘ etek a , ,! 75 to 89 al Do 
_.| Tapered aluminum sheet ity lan I Less than 50 | None 
| Telegraph, domestic system aol 4 90 or more_......| Dee. 31,19! 
Tetraethyl lead ee d | 36 do... |} Jan. 1, 1954, 
| Tetraethyl lead chemicals ethyl | -| Jan. 1, 1955 
chloride. | 
Tetraethyl lead chemicals, ethyl- | } Do. 
ene dibromide. | 
Tires (specific types) -- bjaens ! ie Do. 
..| Titanium dioxide pigment wih a = encebhont wuaes T, 1064, 
} Titanium metal..--- ; : ] ! b chie i | 1955. 
| Toluene a--------| Jan. 1, 1955 
_.| Transformers, distribution NP: | 50 to 74..........| Jan. 1, 1954 
| Trichlorethylene - - meh lentil 90 or more.......| Jan. 1, 1955. 


> > > > 
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..da 
do 
75 to 89__... 
| 50 to 74... 
90 or more 
do . 
Vol Jan 
75 to 89 
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| Tungsten ore do “as = 
Turbines, hydraulic. Less than 50 Jan. 1, 1954. 
| Turbines, steam oa | A Lr Do. 
Valves and fittings, industrial -_- | 75 to 80.....-....| July 1, 1955 
| Vehicles and engines, military.....| ! | do None. 
| Vuleanized fibre ERS Jan. 1, 1955. 
| 
| 
| 





| Welded aluminum tubing. None. 
Wood pulp : Jan. 1, 1956. 








‘ spine in cei a a a a A ie nein 
1 Base capacity is not available for commuting this percentage. Base data, for various reasons, was not 
essential to the establishment of certain goals. 

2 See text on p. 16 for definition of “Under way.” 

8 Target date shown is the date on which supply or capacity required by the goal was originally sched: 
uled. Some expansions are well ahead of schedule as indicated, by comparing percentage under way to 
target date. 
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TABLE 


PROGRAM 


C.—Expansion goals in process for establishment as of Mar. 





PROPOSED GOALS LISTED ALPHABETICALLY 


Acety lene 

Argon 

Asbestos, amosite 
Asbestos, crocidolite 
Bromine 

Cadmium 

Canvas reclamation 
Castings, heavy aluminum 
Conelrad 

Cordage fibers, abaca 
Cordage fibers, sisal 
Corundum 

Diamonds, industrial 
Extrusions, aluminum alloy 
Forgings, aluminum 


TaBLE D.—Erzpansion goals in process 


PRODUCT OR 


Fuels, synthetic liquid 
Germanium 

Heavy plate 

Kyanite 

Lithium ore 
Magnesite 
Magnesium permanent mold casting 
Magnesium sand casting 
Nickel products 
Platinum 

Rod, bar, and forging stock, aluminum 
Shipbuilding 
Tantalite (metal) 
Titanium products 
Vanadium 





Goals listed alphabetically Goal No. 


Artificial graphite | 115 
Asbestos, chrysotile, strategic grades... 151 
Brass-mill facilities ‘ i 188 
Carbon electrodes aie 57 
Chromite (metallurgical grade) - 
© hromite (refractory grade) 
Cobalt ‘ 
Columbite and tantalite ores 
Copper-foundry facilities 
Cryolite, synthetic aan 
Glyce rin “ 
Heavy aluminum aircraft forgings... hake 
Lead 5 
Limestone and dolomite 
Manganese ore, metallurgical grade__ 
Materials- handling equipment. _-._-_- 
Medical supplies and equipment. __-__- 
Metalworking equipment, miscellane- 
ous 
Mining machinery _--- _- 
Nickel 


Goals listed alphabetically 


Optics—facilities for producing preci- 
Sion-type. 

Petroleum, domestic. _. 

Petroleum, foreign 

Phenol. 


| Phosphatic fertilizers ___ 


Normal superphosphate 
Trivle superphosphate 
Ammonium phosphate 
Nitraphosplate and miscellaneous 
fertilizers 
emda equipment (motion and 
still)... 


| Photographic film and paper 
| Quinoline - 


Railroad terminal and road facilities_. 


| Scientific instruments. --_-- 
| Selenium 


Tapered aluminum sheet 


Tungsten ore (contained tungsten)... 





dl 


26, 1953 


, 


FACILITY 


of reexamination, as of Mar. 16, 1953 


Goal No, 


155 


65, Rev. 1 
65, Rev. 1 


149 


81 
80 
39 
135 
176 
178 
134 
18, Rev. 2 
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EXTENDING CERTAIN AUTHORITY OF THE FEDERAL NATIONAL 
MORTGAGE ASSOCIATION TO GUAM AND TO AMEND THE 
NATIONAL HOUSING ACT WITH RESPECT TO HOUSING IN 
ALASKA 


APRIL 21 (legislative day, Aprit 6), 1953.—Ordered to be printed 


Mr. Ives, from the Committee on Banking and Currency, submitted 
the following 


REPORT 
[To accompany S. J. Res. 71] 


The Committee on Banking and Currency, which has had under 
consideration the matter of extending certain authority of the Federal 
National Mortgage Association to Guam and amending the National 
Housing Act with respect to housing in Alaska, report favorably a 
joint resolution and recommend that the joint resolution do pass. 


EXTENSION OF FNMA TO GUAM 


The purpose of section I of this resolution is to extend to the Terri- 
tory of Guam the special Federal National Mortgage Association 
authority contained in the Alaska Housing Act, as amended. It 
would permit the FNMA to make prior commitments and purchase 
FHA mortgages exceeding $10,000 in amount for family or dwelling 
units located in Guam. 

During the last session of Congress your committee recommended 
and Congress enacted as part of the Housing Act of 1952 authority 
for the increase of FHA statutory mortgage limits for Guam in the 
same manner as authorized for Alaska. Your committee received no 
recommendations at that time with respect to the extension of the 
special FNMA authority contained in the Alaska Housing Act. 

The omission of the special FNMA authority for Guam, as a 
practical matter, has made the provision.of FHA mortgage insurance 
for that island completely ineffective. This results from the fact 
that private funds are available for investment in FHA-insured mort- 

26006—53 





2 AUTHORITY OF THE FEDERAL NATIONAL MORTGAGE ASSOCIATION 


gages in Guam only if authority is granted for their repurchas: 
FNMA. That is, the lending bank must have firm assurance: 
takeout, and none is available from private sources. 

Your committee is informed that at least two large construction 
firms have taken steps to build homes for Navy personnel in Guam 
One of these firms, planning to build 200 rental units and from 15) 
to 175 sales units, has proceeded so far as to buy 49 acres of land wit} 
adjoining utilities and has imported skilled workers and most of th 
labor necessary for the construction. The lack of financing has pre- 
vented further action in this case and the enactment of this resolution 
would permit the financing to be arranged. Since a serious question 
was raised about the comparatively higher cost of construction in 
areas outside continental United States, your committee directed its 
staff to make a further study of the costs of construction in Guam to 
determine if the higher FHA ceilings and special FNMA provisions 
were, in fact, justified. On the basis of secondary information 
available to the staff in Washington your committee is satisfied that 
costs of construction are higher in Guam and do justify the provisions 
in this bill. However, the staff study is not sufficiently exhaustive to 
determine with any exactitude the comparative cost of constructing 
adequate residential housing accommodations in Guam. 

Your committee wishes to point out that the higher FHA mortgage 
ceilings provided for in Public Law 531 are permissive and it was the 
intent of Congress in passing that act that the FHA should allow 
higher ceilings only to the extent that they are required by the actual 
costs. 


As a guide to future action on this kind of legislation your com- 
mittee will follow and study the application of the higher ceilings and 
the provision of this act in the island of Guam. Your committee is 
confident that the FHA will act fairly and justly in setting the ap- 
praised value of the projects to be built in Guam. 


AMENDMENT RELATING TO FHA-INSURED LOANS IN ALASKA 


Section 2 of the resolution would permit private lenders in Alaska 
to make certain FHA-insured loans on terms equal to those of similar 
loans made by the Alaska Housing Authority pursuant to the Alaska 
Housing Act (Public Law 52, 81st Cong.). 

In the Alaska Housing Act the Congress provided special financial 
aids to promote housing construction in the Territory to relieve the 
acute housing shortage there. Under the act FHA is authorized to 
insure mortgages and issue commitments to the Alaska Housing 
Authority without regard to requirements otherwise applicable that 
the mortgagor be the owner and occupant of the property, or shal! 
have paid a prescribed amount on account of such property. As a 
result of this provision the Alaska Housing Authority, in cases where 
credit from private sources is not available, can offer to operative- 
builders of housing financing based on mortgage amounts higher than 
otherwise applicable. All of such operative-builders, however, are 
required by law to be regulated by the authority to assure that the 
sales and rental prices of such housing be reasonable, while at the same 
time affording the builder a reasonable return on his investment. 

The amendment made by section 2 would authorize FHA to issue 
similar commitments to other approved mortgages in the Territory 
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in any case where the mortgagor is regulated or restricted as to rents, 
ales, and capital structure by FHA. The amendment thus places all 


Si 


approved mortgagees, under such circumstances, in the same position 
as the Alaska Housing Authority, in offering attractive higher financ- 


ing to builders in the Territory. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


ALASKA HovusineG Act, as AMENDED (Pustic Law 52, 81st Cona.) 


* * * « * + * 
Sec. 2. * * * 


(b) The powers of the Federal National Mortgage Association, and of any 
other Federal corporation or other Federal agency heretofore or hereafter estab- 
lished, to make real-estate loans, or to purchase, service, or sell any mortgages, 
or partial interest therein, may be utilized in connection with properties or proj- 
ects in Alaska designed principally for residential use; and, notwithstanding 
any of the provisions of section 301 of the National Housing Act, as heretofore 
or hereafter amended, or of any other law unless enacted expressly in limitation 
hereof, any mortgage loans, or partial interests therein, (/) may be offered to the 
Federal National Mortgage Association for purchase, and the Association shall 
be authorized. to make real-estate loans, including advances thereon during con- 
struction, if such loans or advances are secured by property located in Alaska 
and insured under any of the provisions of the National Housing Act, as amended, 
and (2) may be offered to the Federal National Mortgage Association for purchase 
if such loans are secured by property located in Guam and insured under any of the 
provisions of the National Housing Act, as amended. 

* « + * * * 7 


NATIONAL Hovusina Act, AS AMENDED 


* * * * * * * 


Sec. 214 * * * Upon application by the morftagee [,] (1) where the mortgagor 
is regulated or restricted pursuant to the last sentence of this section or (2) where the 
Alaska Housing Authority or the Government of Guam or any agency or instru- 
mentality thereof is the mortgagor or mortgagee, for the insurance of a mortgage 
under any provisions of this Act, the Commissioner is authorized to insure the 
mortgage (including advances thereon where otherwise authorized), and to make 
commitments for the insuring of any such mortgages prior to the date of their 
execution or disbursement thereon, under such provisions (and this section) 
without regard to any requirement that the mortgagor shall be the owner and 
occupant of the property or shall have paid a prescribed amount on account of 
uch property. Without limiting the authority of the Commissioner under any 
other provision of law, the Commissioner is hereby authorized, with respect to any 
mortgagor in such case (except where the Alaska Housing Authority is the mortgagor 
or mortgagee), to require the mortgagor to be regulated or restricted as to rents or sales, 
charges, capital structure, rate of return, and methods of operation to such an extent 
and in such manner as the Commissioner determines advisable to provide reasonable 
rentals and sales prices and a reasonable return on the investment. 

{> 


) 
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\UTHORIZING THE SECRETARY OF THE INTERIOR TO CONVEY 
CERTAIN LANDS TO' THE STATE OF CALIFORNIA FOR USE AS A 
FAIRGROUND BY THE 10-A DISTRICT AGRICULTURAL ASSOCIA- 
CtION, CALIFORNIA 


\pRIL 21 (legislative day, Aprit 6), 1953.— Ordered to be printed 


\lr. Burter of Nebraska, from the Committee on Interior 
Insular Affairs, submitted the following 


REPORT 
[To accompany H. R. 2936] 


lhe Committee on Interior and Insular Affairs, to whom was 

eferred the bill (H. R. 2936) authorizing the Secretary of the Interior 
to convey certain lands to the State of California for use as a fair- 
vround by the 10-A Distriet Agricultural Association, California, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The bill would authorize the Secretary of the Interior to convey by 
quitclaim about 34.5 acres to the State of California. The tract is 
situated at Tulelake, Siskiyou County, Calif., and is presently leased 
by the United States to a district agricultural association for county- 
fair purposes. The association now desires to construct permanent 
buildings on the tract, and ownership in the State of California is 
necessary under the circumstances. 

The lands were formerly owned by the State of California, and were 
conveyed to the United States to be part of a Federal reclamation 
project. The committee considered this fact, and therefore recom- 
mends that the State be not required to pay for the land. The report 
of the House committee is hereby adopted and made a part hereof, as 
are also the comments of the Secretary of the Interior. 


{H. Rept. No. 155, 83d Cong., Ist sess.] 


lhe Committee on Interior and Insular Affairs, to whom was referred the bill 
H. R. 2936) authorizing the Secretary of the Interior to convey certain lands to 
the State of California for use as a fairground by the 10—A District Agricultural 
\ssociation, California, having considered the same, report favorably thereon 


without amendment and recommend that the bill do pass. 
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EXPLANATION OF THE BILL 


This bill authorizes the Secretary of the Interior to convey by quitclaim deed 
to the State of California approximately 34 acres of land in Siskiyou County 
Calif., for use as a fairground by the 10-A District Agricultural Association’ 
No expenditure of Federal funds is required, 

The land is now leased to the association. The association desires to construct 
permanent fair buildings on the property and State funds are to be allocated 
for that purpose, but under State law the association cannot proceed with erection 
of buildings until title is transferred from the Federal Government. Since the 
next fair is scheduled for the month of September, prompt action on this 
legislation is requested. 

The proposed legislation is supported by a large number of local organizations 
including the irrigation district, the city of Tulelake, the County Farm Bureay 
Federation, the ‘Tulelake Growers, the American Legion, and the Tulelake 
settlers. It is almost identical in form to numerous other bills of this nature 
enacted by previous Congresses. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., April 21, 1958, 
Hon. HueH BuT.Ler, 
Chairman, Committee on Intervor and Insular Affairs, 
United States Senate, Washington, D. C. 


My Dear Senator But er: By letter dated March 27 you requested an expres 
sion of the views of this Department on H. R. 2936, a bill authorizing the Secre- 
tary of the Interior to convey certain lands to the State of California for use as a 
fairground by the 10-A District Agricultural Association, California. 

I recommend that this bill be enacted. 

The tract of land proposed to be conveyed to the State of California for use as a 
publie fairgrounds was formerly within the lakebed of Tulelake and title thereto 
vested in the State of California. By the act of the State legislature approved 
February 3, 1905 (Cal. Stats. 1905, 4), the United States was authorized to lower 
the level of Tulelake, and all lands so uncovered by such operation were ceded 
to the United States for disposition pursuant to the provisions of the act of June 
17, 1902 (32 Stat. 388). 

The tract, which contains a net area of 34.5 acres, adjoins the south boundary 
of the town of Tulelake, which in turn is located in the center of the reclamation 
homestead lands of the Klamath project. <A fair for the promotion of interest 
in the production of livestock and produce is closely related in purpose to the 
primary objective of reclamation and would appear to be an appropriate and 
worthy adjunct of any reclamation project.: The State of California, through 
the 10-A District Agricultural Association, contemplates the expenditure of con- 
siderable sums of money for the construction of fairgrounds buildings and other 
improvements for a fairgrounds if and when title to the tract is conveyed to the 
State for this purpose. 

I am advised by the Bureau of the Budget that there will be no objection to the 
submission of this report to your committee, 

Sincerely yours, 
Frep G. AANDAHL, 
Assistant Secretary of the Interior, 
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UTHORIZING THE ACCEPTANCE, FOR PURPOSES OF 
COLONIAL NATIONAL HISTORICAL PARK, OF SCHOOL 
BOARD LAND IN EXCHANGE FOR PARK LAND 


Apri 21 (legislative day, Aprit 6), 1953.—Ordered to be printed 


[r. Burter of Nebraska, from the Committee on Interior and 
- Insular Affairs, submitted the following 


REPORT 


{To accompany H. R. 1936] 


The Senate Committee on Interior and Insular Affairs, to whom 
was referred the bill (H. R. 1936) authorizing the acceptance, for 
purposes of Colonial National Historical Park, of school board land 
in exchange for park land, and for other purposes, having considered 
the same, report favorably thereon without amendment, and with the 
recommendation that the bill do pass. 

This bill would authorize the Secretary of the Interior to exchange 
55 acres of Federal lands in the Colonial National Historical Park, 
Va., for approximately 30 acres of non-Federal lands of equal or 
vreater value. 

The officials of York County, Va., have requested enactment of 
this proposed legislation. The school board desires to construct a 
badly needed schoolhouse, and the most desirable site is on land 
owned by the United States. The non-Federal land that would be 
used for the school site, if this bill is not enacted, is near the old 
French fortifications in historically valuable sections of Federal lands. 
On the other hand, the land intended to be exchanged has no historical 
significance and is surplus to the needs of the National Park Service. 

An identical bill was introduced by Senator Byrd (S. 632) and the 
favorable reports of the Bureau of the Budget, under date of February 
25, 1953, and the Department of the Interior, under date of March 
23, 1953, are hereinbelow set forth in full and made a part of this 
report. 





AUTHORIZE EXCHANGE OF CERTAIN LANDS 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BuDGET, 
Washington, D. C., February 25, 1953. 
Hon. HuGu BurT.Ler, 
Chairman, Committee on Interior and Insular Affairs, 
Uniied States Senate, Washington, D. C. 

My Dear Mr. CuatrMan: This will acknowledge your request for the views 
of this Bureau on S. 632, authorizing the acceptance, for purposes of Colonia] 
National Historical Park, of school board land in exchange for park land, and for 
other purposes. 

This legislation would permit the exchange, between the Government and the 
York County School Board, Virginia, of lands within the Colonial Nationa} 
Historical Park. 

It is our understanding that in exchange for school board lands of considerable 
historic value there would be conveyed to the board not to exceed 55 acres of 
land of minor historical value. Plans are under consideration by the board for 
the construction of 2 schools, 1 of which would obliterate some of the major 
fortifications in the park. An old school plant to be replaced is located on land 
which would be acquired by the Government under the exchange authority. 

The exchange proposal would simplify park administration. This Bureau has 
no objection to enactment of the bill. 

Sincerely yours, 
Eumspr B. STAATs, 
Assistant Director. 


Unirep Srates DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 93, 1953. 
Hon. Hucu Butter, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 


My Dear SENATOR BuTLeR: Your committee has requested a report on 8. 632 
a bill authorizing the acceptance, for purposes of Colonial National Historical 
Park, of school board land in exchange for park land, and for other purposes, 

We recommend the enactment of this bill. 

S. 632 will authorize the Secretary of the Interior to accept from the York 
County School Board, State of Virginia, any land or interests in land within the 
authorized area of the Colonial National Historical Park. The property that 
we would expect to acquire in this manner contains historical remains that should 
be included in the park. In exchange for such property the Secretary of the 
Interior would be authorized to convey to the school board not more than 55 
acres of park land. Such park land would be of less historical importance than 
the land that we would obtain through the exchange procedure. It is desirable 
that the exchange be consummated as soon as possible. We feel confident that 
an equitable exchange can be accomplished under the-terms of this bill. 

This report has been submitted to the Bureau of the Budget, and we have been 
advised by that Bureau that there is no objection to its submission to your 
committee. 

Sincerely yours, 
OrmE Lewis, 
Assistant Secretary of the Interior 
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STUDY OF THE ESCAPEE AND REFUGEE SITUATION IN 
WESTERN EUROPE 


APRIL 22 (legislative day, Aprit 6), 1953.— Ordered to be printed 


Mr. Jenner, from the Committee on Rules and Administration; 
submitted the following 


REPORT 


[To accompany S. Res. 68] 


The Committee'on Rules and Administration, to whom was referred 
the resolution (S. Res. 68), extending the authority to investigate 
problems connected with emigration of refugees from western Euro- 
pean nations, having considered the same, reports favorably thereon 
with amendments, and recommends that the resolution, as amended, 
be agreed to by the Senate. 

Senate Resolution 68 amends Senate Resolution 326 of the 82d 
Congress which set up subcommittee powers within the Committee 
on the Judiciary to investigate problems connected with the assistance 
of worthy refugees who have escaped Communist tyranny, and with 
the view to formulating programs for United States agencies looking 
toward the care, rehabilitation, education, and utilization of such 
refugees. 

The need for continuing this inquiry is set forth in a letter from the 
chairman of the Committee on the Judiciary, Senator William Langer, 
to the chairman of the Committee on Rules and Administration, as 
follows: 

Unitep States SENATE, 
CoMMITTEE ON THE JUDICIARY, 
February 24, 1958. 
Hon. Wiiu1aM E. JENNER, 


Chairman, Committee on Rules and Administration, 
United States Senate, Washington, D. C. 

Dear Senator: Your attention is respectfully invited to the attached copy of 
Senate Resolution 68 and the report thereon, which resolution as you know was 
recently approved by the Committee on the Judiciary to extend the operative 
life of the Refugee and Escapee Subcommittee for 1 more year until April 30, 1954. 
No additional funds are provided or requested. 
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The subcommittee is currently collating the information which is acquired as g 
result of an extensive ‘investigation in Europe this last summer and expects to 
begin deliberations shortly on the manifold issues involved in the problem. 

I am also attaching a copy of a proposed budget covering the period embraced 
by the resolution. 

With kindest regards and best wishes, I am, 

Sincerely, 
WituraM LANGER, Chairman, 


Amendments offered to Senate Resolution™'68 by the Committee 
on Rules and Administration shortened the period for continuing this 
investigation from April 30, 1954, to a new cutoff date of January 
31, 1954, and reduced the unexpended amount available to the 
Judiciary Committee from approximately $62,000 to $46,500. The 
other amendments are perfecting in nature. 

A modified budget, submitted by the Committee on the Judiciary 
for the reduced amount authorized above, and approved by the 
Committee on Rules and Administration, is as follows: 


Proposed budget for S. Res. 68, Mar. 1, 1953, to Jan. 31, 1954 


Position Gross salary | Total for period 


Staff expense: 
Staff director ainsi . =< $11, 646. $10, 675. 50 
Attorney oaiieini ‘ s 9 ; 8, 621 
Consultant cmon ee 9, & 8, 621 
Research clerk el i 5, 525. 78 5, 065 
Stenographers (2) nimihteaget ‘ “an oan 5, 525. 75 10, 130.3 
Total wie 43, 113. 07 
Nonstaff expense: Travel, hearings, stationery, communications, and other related ex- 
penses ote . i 3, 386. 93 


Total . Ms i dechoasialel or ; oats 46, 500. 00 
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PROVIDING FOR THE RECONVEYANCE TO THE TOWN OF 
MORRISTOWN OF CERTAIN LAND INCLUDED WITHIN THE 
MORRISTOWN NATIONAL HISTORICAL PARK, IN THE STATE OF 
NEW JERSEY 


APRIL 23 (legislative day, APRIL 6), 1953 Ordert d to he printed 


Mr. Burter of Nebraska, from the Committee on Interior and Insular 
Affairs, submitted the following 


REPORT 
(To accompany 8. 1292] 


The Senate Committee on Interior and Insular Affairs, to whom 
was referred the bill (S. 1292) providing for the reconveyance to the 
town of Morristown of certain land included within the Morristown 
National Historical Park, in the State of New Jersey, having con- 
sidered the same, report favorably thereon without amendment, and 
with the recommendation that the bill do pass. 

The enactment of this bill would provide for the return to the 
town of Morristown, N. J., without compensation, less than one-half 
acre of land from the 288 acres donated by the town to the United 
States in 1933 for the Morristown en Historical Park. 

This small tract of land is needed by the town for highway pur- 
poses. During the past 20 years the growth of the town has neces- 
sitated the use of this small strip of land, it is understood, as a public 
street. The bill provides that it continue to be used for such public 
purpose. 

The favorable report of the Bureau of the Budget, under date of 
April 2, 1953, is hereinbelow set forth in full and made a part of this 
report. 
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RECONVEYANCE OF CERTAIN LAND TO MORRISTOWN, N. J. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BuDGET, 
Washington, D. C., April 2, 1953 


Hon. HuGcu Burwer, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

My Dear Mr. CuatrMan: This will acknowledge your letter requesting the 
views of this Bureau on 8. 1292, a bill providing for the reconveyance to the 
town of Morristown of certain land included within the Morristown National 
Historical Park, in the State of New Jersey. 

It is understood that this legislation would return to the town of Morristown, 
N. J., without consideration, less than one-half acre of land from the 288 acres 
donated by that town to the United States in 1933 for the Morristown National 
Historical Park. This small tract of land is needed by the town for highway 
purposes. 

This Bureau would have no objection to the enactment of this measure. 

Sincerely yours, 
Exumer B. Sraats, 
Assistant Director 
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Ist Session 


REporT 
No. 160 


AUTHORIZING THE‘SALE OR LEASE BY THE STATE OF 
KANSAS OF CERTAIN LANDS SITUATED NEAR GARDEN 
CITY, KANS. 


Apri 23 (legislative day, Apri 6), 1953.—Ordered to be printed 


Mr. Burier of Nebraska, from the Committee on Interior and Insular 
Affairs, submitted the following 


REPORT 


[To accompany 8. 380] 


The Senate Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 380) to authorize the sale or lease by the State of 
Kansas of certain lands situated near Garden City, Kans., having 
considered the same, report favorably thereon with the following 
amendments, and with the recommendation that the bill do pass. 

Page 1, line 3, strike out the word “authorized’’, and insert in lieu 
thereof “ authorize’’. 

Amend the title so as to read: 


Sl ek Rabe ait oa 


A bill to authorize the sale or lease by the State of Kansas of certain lands 
situated near Garden City, Kansas. 


PURPOSE OF THE BILL 


The bill would amend the act of March 10, 1928 (45 Stat. 300), 
which amended the act of June 22, 1916 (39 Stat. 233). 

The 1916 act authorized the Secretary of the Interior to grant to 
the State of Kansas the public lands in sections 25, 26, and 35 in 
township 24 south, and sections 1 and 2 in township 25 south, all in 
range 33 west of the sixth principal meridian for a game preserve. 
If the granted lands were not used for that purpose, they would revert 
to the United States. 

The act of 1928 authorized the State of Kansas to sell lands acquired 
under the 1916 act, but limited the use of proceeds of such sales to the 
purchase of lands in sections 23 and 24, township 24 north, range 33 
west, and in sections 19 and 30, township 24 west, range 32 west, all 
in Finney County, for a State game preserve. 
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The bill, S. 380, would remove all limitations as to location of |» 
to be purchased from sales or leases of the original grant requir 
only that lands acquired be in the State and be used for a State gam, 
refuge or for use bv the State forestry, fish, and game commission 

Comments of affected Federal agencies are made a part hereof 
The related acts are presented in chronological order, this bill include 


Be it enacted by the Senate and House of Re presentalives of the United St 
America in Congress assemble d, That the Secretary of the Interior is hereby autl 
ized to grant to the State of Kansas the publie lands in sections twenty-fi 
twenty-six, and thirty-five in township twenty-four south and sections one ; 
two in township twenty-five south, all in range thirty-three west, sixth prin: 
meridian, for use as a game preserve: Provided, That if the said State shall at 
time use or permit the said lands hereby granted to be used for any purpos 
contemplated by this Act the said lands shall revert to the United States 
reversion to be declared by the Secretary of the Interior. 


15 Stat. 300 


Lh it enacted by the Senate and House of Re presentatives of the United State 
America in Congress assembled, That the State of Kansas be, and it is her 
authorized to sell all or any part of the following deseribed land granted to s 
State under the provisions of the Aet of Congress approved June 22, 1916 
wit: Sections 25, 26, and 55 in township 24 south, and sections 1 and 2 in toy 
ship 25 south, all in range 33, west of the sixth principal meridian, not 
standing the restrictions contained in said Act: Provided, That the proce: 
said sale shall be used to purchase land in sections 23 and 24 in township 


range 33, and in sections 19 and 30 in township 24, range 32, all in Fi: 
County Kansas, to be used as a State game preserve.] 


i 


Tus Brut 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Act entitled “An Act to authorize the 
of certain lands near Garden City, Kansas’, approved March 10, 1928, is amend 
to read as follows: ‘That the State of Kansas is hereby authorized to sell or lease for 
any purpose all or any part of the lands granted to the State under the provisions 
the Act entitled ‘An Act granting to the State of Kansas title to certain lands in s 
State for use as a game preserve’, approved June 22, 1916, without regard | 
res'rictions contained in such Act, but upon condition that the proceeds of any s 
sale or lease be used by the State of Kansas to purchase or acquire other land int 
State to be used as a State game refuge or for the further purposes and uses of the 
Forestry, Fish, and Game Commission of the State of Kansas as may be provided 
the laws of the State.” 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BuDGsT, 
Washington 25, D. C., February 25, 1953 
Hon. Hucu Butter, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, 224A Senate Office Building, Washington 25, D. C. 


My Dear Mr. CuarrMan: Reference is made to your request for the views of 
this office on 8S. 380, to authorize the sale or lease by the State of Kansas of certai! 
lands situated near Garden City, Kans. 

This bill would amend the act of March 10, 1928 (45 Stat. 300), by authorizing 
the State of Kansas to sell or lease for any purpose lands granted to the Stat 
under the act of June 22, 1916 (39 Stat. 233), without regard to any restrictions 
contained in the 1916 act, but upon condition that the proceeds of any such sal 
or lease be used to purchase or acquire other land in the State to be used as 8 
State game refuge, or tor the further purposes and uses of the Kansas Forestr) 
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d Game Commission. We have been informed that income from an oil 
the lands originally granted to the State is in excess of funds required to 
te the purchase of lands under the 1928 Act 
tention is invited to the misspelling of the word ‘‘authorize’’ in the title and 
3, page | of the bill. 
is otice Woul Lhave no objection to the enactment of S. 380 
Sincerely yours, 


KuMerR B. Staats, Assistant Director 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY 
Wash ngton 25, D. ¢ Ap 12 1953 
Hon. Hven ButLer, 
Chairman, Committee on Interior and Insular A ffairs 


{ nited States Se nale, Washington 25, D e 


My Dear Senator Butter: Reference is made to your request for a report on 
S. 380, a bill to authorize the sale or lease by the State of Kansas of certain lands 
ated near Garden City, Kans. 
| recommend enactment of the proposed legislation 
lhe purpose of the bill is to authorize the State of Kansas to sell or lease certain 
ands granted to the State pursuant to the provisions of the act of June 22, 1916 
so Stat 233), and to permit the State to utilize the proce eds from such sales or 
eases for the acquisition of other lands within the State for game refuge purposes 
for expenditure by the Forestry, Fish, and Game Commission of the State of 
Kansas. The act of June 22, 1916, authorized the grant to the State of some 
3,021.20 acres of land for game refuge purposes. Subsequently, the act of March 
10, 1928 (45 Stat. 300), authorized the sale of these lands, subject to the condition 
hat the proceeds of the sale be used to purchase lands in sections 23 and 24 in 
township 24, range 33, and in sections 19 and 30 in township 24, range 32, Finney 
County, Kans. It is understood that in 1951 the Kansas Forestry, Fish, and 
Game Commission entered into an oil lease of the lands originally granted to it 
for a cash consideration of $244,717.20 and the royalties received from this lease, 
of course, are required to be used for the purchase of lands within the area desig- 
nated in the 1928 act. However, it appears that a majority of those lands al- 
ready have been acquired by the Commission with its own funds and that the 
moneys received, and to be received, from the lease will exceed by a considerable 
amount such sums as may be needed to complete the purchases within the defined 
area. In these circumstances, it would appear to be entirely reasonable to author- 
the use of the proceeds for the purposes stated in the bill. 
I have been advised by the Bureau of the Budget that there is no objection 
to the submission of this report to your committee. 
Sincerely yours, 


ize 


OrME Lewis, 
Assistant Secretary of the Interior. 
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Ist Session t No. 161 


AUTHORIZING THE SECRETARY OF THI ARMY TO CONVEY 
CERTAIN GOVERNMENT-OWNED BURIAL LOTS AND OTHER 
PROPERTY IN THE WASHINGTON PARISH BURIAL GROUND, 
WASHINGTON, D. C., AND TO EXCHANGE OTHER BURIAL LOTS 


Aprin 23 (legislative dav, Aprit 6), 1953.— Ordered t 


Mr. SALTONSTALL, from the Committee on Armed Services, sub- 
mitted the following 


REPORT 


{To accompany 8. 1545) 


The Committee on Armed Services, to whom was referred the bill 
S. 1545) to authorize the Secretary of the Army to convey certain 
Government-owned burial lots and other property in the Washington 
Parish Burial Ground, Washington, D. C., and to exchange other 
burial lots, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


This bill proposes to elarify the scrambled ownership of a number 
of burial lots located in the Washington Parish Burial Ground. 


EXPLANATION OF THE BILL 


The bill authorizes the Secretary of the Army to convey to the 
rector and vestry of the Washington Parish the Government’s interest 
ina total of 392 vacant burial lots as well as the Government’s inter- 
est in a receiving vault in the cemetery. This conveyance is to be 
made in consideration of the payment of $100 by the vestry accom- 
panied by release of any claim against the Federal Government for 
reimbursement of moneys expended for upkeep and special care of 
Government lots at the cemetery. The bill also provides that the 
Secretary of the Army shall acquire title to eight burial lots at the 
cemetery which lots are now occupied by Government-owned burials, 
monuments, or cenotaphs, such acquisition to be by exchange for a 
like number of Government-owned lots at the cemetery. 
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CONVEY, AND EXCHANGE CERTAIN BURIAL LOTS 


The objective of the legislation is to authorize a divestment 
Federal Government of-its property rights at the cemetery 
instances where there is no need for such rights and to acquir 
the Federal Government all burial lots now actually in use by 
Federal Government. The continued exercise by the Federe] | 
ernment of its responsibility for caretaking of lots on which Co 
ment burials have been made is in nowise disturbed by this bill 

The Washington Parish Burial Ground has been under the 
and ownership of the Washington Parish for well over a hundred years 
The cemetery has been used, at least in part, as a burial ground fo 
members of the United States Government, but no such burials |) 
been made since 1902. During the long history of the parish 
Government at numerous times acquired some burial lots and release 
others without any meticulous records having been kept, or at least 
preserved. It appears that Government burials were made in lots 
not acquired by the Government and that private burials were mad 
in lots sold by the vestry but previously having been acquired by th 
Government. Several previous attempts to clarify this serambled 
ownership have proved unsuccessful and therefore it is the opinion of 
the committee that legislation of the tvpe recommended herewit! 
necessary, 


DEPARTMENTAL RECOMMENDATIONS BUDGET DATA 


This bill is recommended by the Department of Defense with th 
concurrence of the Bureau of the Budget and is a part of the legislativ: 
program of the present administration. 

Enactment of the bill involves no increased expenditure of Federal 
funds. 

Letters from the Department of Defense recommending the enact- 
ment of the bill and from Mr. Edward C, Cox, treasurer, Christ Church, 
Washington Parish, appear below and are hereby made a part of this 
report. 

OFFICE OF THE SECRETARY OF DEFENSE, 
Washington, D. C., March 31, 19 
Hon. LEVERETT SALTONSTALL, 
Chairman, Committee on Armed Services, 
United States Senate. 


Dear Mr. CHarrMan: There is forwarded herewith a draft of legislatio: 
authorize the Secretary of the Army to convey certain Government-owned burial 
lots and other property in the Washington Parish Burial Ground, Washingto: 
D. C., and to exchange other burial lots. 

This proposal is a part of the Department of Defense legislative program for 
1953. The Bureau of the Budget has advised that there is no objection to t! 
presentation of this proposal for the consideration of the Congress. The Depart- 
ment of Defense recommends that it be enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


The proposed legislation is designed to authorize (1) the conveyance by thi 
Secretary of the Army to the rector and vestry of Washington Parish (Chris 
Chureh), Washington, D. C., hereinafter referred to as the vestry, owner of the 
Washington Parish Burial Ground (Congressional Cemetery), of all right, | 
and interest of the United States in certain burial lots (892 in number) and a r¢ 
ing vault at the cemetery in consideration of the payment of $100 by the vestry 
and the release by the vestry of any claim for reimbursement of moneys expended 
for upkeep and special care of Government-owned lots at the cemetery, and (2 
the acquisition by the Secretary of the Army of certain burial lots at the cemeters 
now occupied by Government-owned burials, cenotaphs, or monuments (‘ I) 
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bv exchange for a like number of Government-owned lots at the ceme- 
[t is the intent of this proposed legislation to authorize divestment by the 
ment of all of its property rights at the cemetery for which there is no need 
acquisition by the Government of all those burial lots now in use by the 
nment at the cemetery without authority of the vestry. The numbers of 
lots set forth above are approximate and represent the most accurate 
ng attainable on the basis of records presently existing or known to have 
existence. - No statutory authority presently exists for the action 
plated. 
Washington Parish Burial Ground, popularly known as Congressional 
ery, was originally established April 4, 1807, and has continued under the 
hip and control of the rector and vestry of Washington Parish (Christ 
since 1812. It was originally intended that this cemetery would be 
) part as a burial ground for Members of Congress and other members of 
ted States Government but no new burials have been made since 1902 
nerous times, prior to 1871, the Government acquired many burial lots 
released others. Apparently meticulous records were not kept and preserved. 
nment burials were made in lots not acquired and private burials were 
in lots sold by the vestry but previously having been acquired by the 
ernment. Several unsuccessful attempts have been made to clarify this 
rambled ownership. 

Current investigation reveals that the Government still retains, from the 
nal acquisitions, about 400 burial lots for which there is no present or fore- 
ble need. Of these, about 188 have been inadvertently used for private 
ls by the vestry. In addition, 8 bufial lots are occupied by the Govern- 

for burials, eenotaphs, or monuments and 48 burial lots are occupied or 
ructed by an unused receiving vault without authority of the vestry. It is 
sed that this matter be rectified as follows: (1) Convey the excess receiving 
and about 392 excess burial lots to the vestry, at a consideration of $100, 
release of claim for reimbursement of moneys expended by the vestry for 
pkeep and special care of Government lots, and (2) exchange about 8 excess 
ial lots for a like number presently used without authority. 

The consideration to be received by the United States for the conveyance of 
excess receiving vault and burial lots is considered to be adequate and just. 

Che claim of the vestry for reimbursement of moneys expended for upkeep and 
special care of Government-owned lots exceeds the present value of the property 
to be conveyed. This proposed transaction and the draft of authorizing legis- 
viion have the concurrence of the vestry. 


DEPARTMENT OF DEFENSE ACTION AGENCY 


The Department of the Army has been designated as the representative of 
the Department of Defense for this legislation. 
Sincerely yours, 
Rocer Kent, General Counsel. 


Curist Cuurcu, WASHINGTON PARISH, 
December 21, 19450. 
oRPS OF ENGINEERS, UNrrep States ARMY, 

Office of the District Engineer, Washington District, 

First and Douglas Streets NW., Washington 25, D. C. 

File Ref: No. 602 (Congressional Cemetery, Washington, D. C.) NAWRM. 
GENTLEMEN: Reference is made to your letter of June 20, 1950, and enclosure 
ereto designating 400 lots owned by the United States Government which are 
ww available for disposal at an estimated fair value of $10,800. 
lt is regretted that considerable time has elapsed in this matter. However, 
was deemed necessary that its importance required a thorough review of the trans- 
tions which resulted in the acquisition of the property in question by the 

ted States 
\t the outset it is of interest to note that the number of sites now available for 

sal by the Government is the exact number of sites donated to the Govern- 
nent by the vestry of Washington Parish in 2 separate transactions under dates of 
15, 1816, and December 15, 1823, involving 100 and 300 sites respectively. 
is connection 36 of these same sites are included among the 400 sites presently 
able for disposal. 


t 
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With respect to a total of 24 sites in lots 54 to 65 inclusive in ranges 61 and § 
a review of the record indicates that lots 165 to 170 inclusive in ranges 54, 55. 56 
and 57, which were exchanged for the first-mentioned lots on November 12, 1x5¢ 
did not belong to the Government at the time of such exchange. It appears tha; 
all grave sites which had been acquired by the Government prior to 1856 wer 
located in square 1115 and that the vestry had caused to be erected on lots 163 
to 170 inclusive in ranges 54, 55, 56, and 57 of square 1116 of its own pri pe 
certain monuments to deceased Members of Congress whose remains were interred 
elsewhere. While title to these lots had not been transferred to the Governne 
it appears that the presence of the monuments to Members of Congress brough; 
about an assumption of ownership by the United States and the transaction was 
completed on the basis of that assumption. It is the sincere and firm belief 
the undersigned that an accurate survey of the records at the time of the ey 
would have indicated that the title to these lots had not been vested in the | 
States of America. 

The remaining 340 sites which have not been commented upon previous! 
meee by the Government by act of Congress on August 18, 1856, at which time 
the Government authorized the purchase of 500 sites for the sum of $5,000 provided 
the entire sum of $5,000 be spent by the vestry in the erection of an iron fence along 
the northedge of the cemetery. At the time this fence was erected at a cost greatly 
in excess of $5,000, Washington Parish Burial Ground had assumed somewhat of g 
semiofficial capacity by its recognition as a final resting place for Members « 
Congress and other prominent Government officials and their families. Because 
of this recognition the cemetery became known as Congressional ee and 
from time to time Congress appropriated moneys for the specific betterment oj 
city streets leading directly to the cemetery in order to afford greater convenienc 
for Members of Congress and other Government officials. 

According to information which has been passed on during the history of th 
vestry of Washington Parish it is believed that the erection of the fence on th 
north edge of the cemetery was for the purpose of enhancing the appearance 
and affording greater protection to that portion of the cemetery which was 
largely owned by the United States. It has long been considered by the vestries 
of Washington Parish that this transaction was merely a means to an end and 
that the acquisition of the 500 sites at the then selling price of $10 per site was 
merely a necessary consideration in order to accomplish the desired erection of the 
fence, 

The major portion of the above-mentioned sites have been cared for by thi 
cemetery for almost 100 years at no additional cost to the Government; whereas, 
other lot owners are charged a nominal annual fee for special care, except sites 
which are perpetually endowed. It is apparent, therefore, that even at a not nina 
cost of $1 per site per year for the upkeep of these lots the Government has received 
a benefit which would represent 10 times the original cost per site for those sites 
acquired by act of Congress, August 18, 1856. 

For the past several years as well as the calendar vear 1950 Congressiona 
Cemetery has operated at a loss and its prese nt financial condition is such that 
there are no funds available with which the 400 sites in question could be pur- 
chased. Continued operation of the cemetery is, however, assured on the basis 
of income from trust funds for perpetual endowment and current burials o! 
somewhat of a reduced volume 

In view of the foregoing it is requested that if it is found necessary fo! 


Government to dispose of its burial sites in Congressional Cemetery such sales 
or disposals respect the regulations governing ownership of burial sites as 


established by the vestry of Washington Parish. 

It is further respectfully requested that the Government consider the 
of the sites in question to the vestry as an outright donation as was done in 
similar instance when the Government relinquished title to 50 sites by Wa 
Department letter dated October 6, 1871. If it should be found necessary tha 


a consideration should pass to the Government in order to effect a transfer of 
its property right to the cemetery the vestry of Washington Parish has authorized 


such consideration in an amount not to exceed $100. : 
The vestry appreciates your iduigence in this matter and would be very grate! 
for your comments and any consideration which vou may give with respect 
this matter. 
Sincerely yours, 


‘ 


Epwarp C. Cox, Treasu 
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AUTHORIZING PAYMENT FOR TRANSPORTATION OF 
HOUSEHOLD EFFECTS OF CERTAIN NAVAL PERSONNEL 


Apri 23 (legislative day, Aprit 6), 1953.— Ordered to be printed 


Mr. SALTONSTALL, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany 8. 1547] 


The Committee on Armed Services, to whom was referred the bill 
(S. 1547) to authorize payment for the transportation of household 
effects of certain naval personnel, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

PURPOSE OF THE BILL 


This bill proposes to: 

(1) Validate certain payments for the transportation at Govern- 
ment expense of household effects of naval personnel released from 
active duty, which payments were disallowed by the Comptroller 
—— and 

Authorize payment of claims for reimbursement for such ex- 
pens nses of individuals to whom such payments have not previously 
been made. 

EXPLANATION OF THE BILL 


During the demobilization foliowing World War IL the Navy De- 
partment issued regulations which permitted the shipment of house- 
hold effects at Government expense between any two points provided 
the cost of such shipment did not exceed the cost had the shipment 
been made from last duty station to home of record at the time the 
individual wes called to active military service. In conformity with 
such regulations payments were made covering the cost of transporta- 
tion of household effects from original home of record to places 
selected presumably as the future postwar bome. As en example, an 
individual entering navel service living at point A decided to leave his 
household effects at such point throughout the war and upon ter- 
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mination of the war decided to make his future home at point B 
The Navy Department felt that it was authorized to ship the ind). 
vidual’s household goods within prescribed allowances from point 4 
to point B so long as the cost between these two points did not exceed 
the cost between the individual’s last duty station and his origing| 
home of record (point A). . 

The Comptroller General checked payments of this type on June 13 
1947, and such payments were not thereafter authorized by the \ayy 
Department. 

The Defense Department points out that in many instances indi- 
viduals had no choice in the matter of whether to ship their household 
goods from their original home to their original place of duty because 
of the fact that under wartime conditions it was impossible to secure 
accommodations near many of the larger installations. For that 
reason individuals were forced against their will to break up thei 
homes and leave their household goods at the location of the origina! 
home of record. The Defense Department contends that such indi- 
viduals had a very legitimate basis for assuming that the Govern- 
ment would ship their household goods to their new home provided 
the cost did not exceed the cost from the last duty station to the 
original home of record. The committee feels that the confusions 
and disruptions of wartime service as well as demobilization are such 
as to warrant a settlement of such claims in as liberal a fashion as is 
consistent with sound fiscal policy and therefore recommends thi 
enactment of this legislation. 


DEPARTMENTAL RECOMMENDATIONS—-BUDGET DATA 


This bill is identical with S. 2860 which passed the Senate on 
April 19, 1950. With respect to 5, 2860 the committee received an 
unfavorable report from the Comptroller General under date of 
January 23, 1950. His reply appears below and is hereby made a 
part of this report. 

The bill is recommended by the Department of Defense as part 
of the legislative program of the present administration and has the 
approval of the Bureau of the Budget as is shown by the attached 
letter which is also made part of this report. 

Revised data furnished by Department of Defense indicate that 
approval of the legislation involves the expenditure of approximately 
$56,000 to validate payments previously made and approximate) 
$42,600 to cover anticipated claims. 

CoMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, January 23, 195' 
Hon. Mituarp E. Typings, 
Chairman, Armed Services Committee, United States Senate. 

My Dear Mr. CuHarrRMAN: There has come to my attention 5S. 2860, Slst 
Congress, entitled ‘‘A bill to authorize payment for the transportation of house- 
hold effects of certain naval personnel,’”’ pending before your committee. 

For the use of your committee in considering the above bill, there is transmitted 
herewith copy of my report dated October 28, 1947, to the then Director, Bureau 
of the Budget, on a proposed draft of bill for the same purpose. 

Sincerely yours, 
Linpsay C. WARREN, 
Comptroller General of the United Siates 





PAYMENT FOR TRANSPORTATION OF HOUSEHOLD EFFECTS 3 


COMPTROLLER GENERAL OF THE UNITED STATEs, 
Washington, October 28, 1947. 
The Director, BUREAU OF THE BUDGET. 

My Dear Mr. Wess: I have your letter of October 6, 1947, forwarding a draft 

f a proposed bill to authorize payment for the transportation of household effects 

f certain naval personnel, submitted by the Navy Department, together with a 
proposed explanatory letter of transmittal by said Department to the Speaker of 
the House of Representatives, and requesting an expression of the views of this 
Office thereon. 

rhe proposed draft of bill reads as follows: 

Be it enacted by the Senate and House of Representatives of the United States of 
imerica in Congress assembled, That payment of the cost of transportation (inelud- 

» packing, crating, drayage, and unpacking) of household effects of members of 
the naval forces, upon releage from active duty, from their honses of record to 
nlaces selected by such members is hereby authorized to be made from current 
appropriations as may be available for such services, and any payments repre- 
senting the cost of such transportation (including packing, crating, drayage, and 

npacking) heretofore made are ratified and approved: Provided, That such 
transportation shall have been commenced prior to June 13, 1947, pursuant to 
duly promulgated regulations of the Navy Department: And provided further, 
That the transportation costs authorized to be paid hereunder are limited to the 
constructive costs of transportation from the last duty stations to the homes of 
record,” 

The said draft of explanatory letter of transmittal indicates that the purpose 
of the proposed legislation is to overcome that part of the decision of June 13 
1947, B-66073, 26 Comptroller General 925 (copy herewith), to the Secretary of 
the Navy, which held that, since there is no authority to obligate Government 
funds for the movement of household effects of retired and Reserve Navy personnel 
ordered to active duty from their homes of record, after receipt of orders for relief 
from such active duty, this Office would not be warranted in directing the passing 
to credit of payments for such services heretofore made erroneously and without 
authority of law by Navy disbursing officers. 

Section 12 of the act of May 18, 1920 (41 Stat. 601, 604), providing for the 
transportation at Government expense of dependents of officers and certain 
enlisted men when “ordered to make a permanent change of station,” further 
provided that ‘‘the personnel of the Navy shall have the benefit of all existing 
laws applying to the Army and the Marine Corps for the transportation of house- 
hold effects.” Said authority for transportation of household effects of Navy 
personnel at Government expense was reenacted in section 12 of the Pay Readjust- 
ment Aet of 1942 (56 Stat. 359, 366), and the words “permanent change of station’”’ 
as used in said section were therein defined as including ‘‘the change from home 
to first station and from last station to home,” for retired and Reserve personnel 
ordered to active duty. 

As to the “existing laws applying to the Army and the Marine Corps’ there 
appears to have been no legislation relating to the shipment of household effects 
other than that, since the establishment of the Army, appropriations for the 
Military Establishment have provided funds ‘for transportation of authorized 
baggage,” and by progressive steps, Army regulations fixing the baggage allow- 
ances authorized by the statutes included as baggage a limited weight of household 
goods. Such allowances have from an early date been held to be applicable to 
the Marine Corps under section 1612 of the Revised Statutes. Also, in this 
connection, the act of March 23, 1910 (36 Stat. 243, 255), provided that: 

“* * * hereafter baggage in excess of regulation change of station allowances 
may be shipped with such allowances, and reimbursement collected for trans- 
portation charges on such excess * * *” 

While the transportation at Government expense of household effects of per- 
sonnel of the several services covered by said section 12 of the Pay Readjustment 
Act of 1942 is thus largely governed by administrative regulations, the provisions 
in the said act of May 18, 1920, and in the Pay Readjustment Act of 1942, relating 
to the transportation of household effects, are in conjunction with the provisions 
respecting the transportation of dependents upon permanent change of station 
and since, under the express provisions of said statutes, reimbursement for 
transportation of dependents rests upon the necessity of travel by the officer 
pursuant to competent orders, it follows that the reimbursement of the costs of 
transportation of household effects contemplated by said statutory provisions is 
limited to the cost of shipping an officer’s ‘‘change of station allowance’’ of house- 
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hold effects when ordered to make a change of station, including, in the case of 
retired and Reserve personnel ordered to active duty, the change “from home to 
first station and from last station to home.’’ In connection with the statutory 
provisions relating to the home of an officer, it may be stated that it consistent|; 
has been held that the ‘‘home’’ intended by the statute is the place shown by 
official records to be the home or official residence of the officer concerned (29 
Comp. Gen. 555, 560; 23 Comp. Gen. 967; 26 Comp. Gen. 538). 
In the proposed explanatory letter of the Navy Department to Hon. Joseph W 
Martin, Jr., reference is made to the decision of this Office of August 1. 1946 
B-58897, 26 Comp. Gen. 70) (copy herewith), and said decision of June 13, 1947 
(B-66073), to the Secretary of War (now Secretary of the Army) and the Secretary 
of the Navy, respectively, and it is stated that as to transportation of household 
effects from homes of record to places selected upon release from active duty. 
Army regulations differ greatly from Navy regulations in that Army regulations 
specifically require that shipments made upon release from active duty must 
originate from points other than homes of record whereas Navy regulations 
authorize shipment between any points. The Army regulations, as quoted by the 
Secretary of War (26 Comp. Gen. 70, 71), authorize the transportation of house- 
hold goods of Army personnel ‘‘from the last permanent station to the new per- 
manent station and/or from any points to any points, as may be desired by 
owner” and “On termination of active duty * * * to the home or to any place 
selected, provided the cost of shipment to the place selected is no greater than 
to the place designated as the home when called to active duty.’”’ The Navy 
regulations, quoted in the decision (B-66073), to the Secretary of the Navy, pro- 
vide that upon termination of active duty to which ordered, retired and Resery: 
personne! are authorized to ship the ‘‘change of station allowances,” permanent 
and/or temporary, as the case may be, ‘between any points, but limited in cost to 
shipment of the same weight within the allowance from the place of duty to the 
home of record at the time such personnel were ordered to active duty.’’ Thus 
no marked difference in the regulations governing transportation of household 
effects of retired and Reserve personnel of the respective services upon terminatio: 
of the active duty to which ordered is evident. On the contrary, it would appear 
that such regulations are essentially identical, Further, it is stated, in effect, ir 
the Navy Department’s unsigned proposed explanatory letter that the interests 
of justice require that naval personnel should not be required to bear the cost of 
shipping effects in accordance with duly prescribed regulations of the Navy 
Department which were intended and have been interpreted consistently by the 
Navy Department as authorizing Government reimbursement to such shipments, 
and that to require refund of public funds expended in the shipment of household 
effects of certain Navy personnel as the result of an erroneous interpretation of 
Navy regulations would work an injustice upon the personnel concerned. Since 
it must be presumed that the personnel in question shipped their household effects 
following release from active duty from their homes of record to selected points 
because of a need, as civilians, for the household effects at the points to which 
shipped, and not primarily because it was supposed that such shipment could be 
made without cost to them, no basis is apparent for the coaclusioa that to requir 
refund of the amounts so expended on their behalf would result in injustice. 
Moreover, under the statutory authorization for the transportation of household 
effects at Government expense, the obligation of the Government to transport 
household effects of retired and Reserve personnel ordered to active duty is 
limited, basically, to the shipment of such effects within authorized weight allow- 
ances from home to duty station, from old to new duty stations, and from last 
station to home. Within the scope of such statutory authorization the Secretary 
of the Navy has authorized by regulation the shipment of household effects from 
any point to any point limited in cost to the cost of the shipment which otherwise 
might be made between stations under the pertinent change-of-station orders 
which, in the case of orders releasing retired or Reserve personnel from active 
duty, would be the cost of shipment of household effects from last station to home. 
However, the limitation of cost placed upon shipment of household effects from 
any point to any point clearly indicates that it was not intended to impose upon 
the Government an obligation to make such shipment under orders which other- 
wise would not give rise to transportation charges in any amount. Since, where 
retired or Reserve personnel ordered to active duty have not moved their house- 
hold effects incident to such active duty, but have allowed them to remain at their 
home, no shipment of household effects as for a change of station is necessitated 
by orders relieving such personnel from active duty and returning them to their 
homes, no right to transportation of household effects arises by reason of such 
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orders. Hence, it seems evident that the authority to ship from any point to any 
point was not intended as authorizing shipment from home of record to a selected 
place pursuant to such orders. 

It is unfortunate that certain retired and Reserve personnel of the Navy con- 
cluded, or were led to believe, presumably upon the ground that although shipment 
of household effects was authorized incident to their active duty no shipment was 
requested or made, that upon release from active duty they were entitled to ship- 
ment of household effects trom their homes of record to places selected incident 
to relocation in civilian life not to exceed in cost the shipment of a like weight of 
effects from their last station to home, and, further, that in some instances the 
expenses of such shipments already have been advanced by the Government. 
However, no reason is perceived why such benefits should be extended by means 
of relief legislation to a limited number of retired or Reserve officers and enlisted 
men of the Navy to the exclusion of all other military and naval personnel for 
whom no household effects have been shipped, whether or not entitled under 
applicable law and regulations to transportation of household effects at Govern- 
ment expense during the period of their active service, and who have found, or 
will find, it necessary or advantageous to relocate themselves upon termination of 
such active service. Therefore, this Office does not look with favor upon the draft 
of bill proposed by the Navy Department. 

With reference to the Navy Department estimate of the cost to the Government 
should the proposed bill be enacted into law, it is noted that such estimate does 
not inelude publie funds already disbursed, refund of which, in the absence of 
relief legislation, will be required. 

Respectfully, 
Linpsay C. WARREN, 
Comptroller General of the United States. 


ASSISTANT SECRETARY OF DEFENSE, 
Washington D. C., January 5, 1953. 
Hon. ALBEN W. BaRKLEy, 
President of the Senate. 


Dear Mr. Presivent: There is forwarded herewith a draft of legislation, to 
authorize payment for the transportation of household effects of certain naval 
personnel. 

This proposed legislation is a part of the Department of Defense legislative 
program for 1953 and the Bureau of the Budget has no objection to the presenta- 
tion of this proposal to the Congress. The Department of Defense recommends 
that it be enacted. 

PURPOSE OF THE LEGISLATION 


The purpose of this proposed legislation is twofold: (1) to validate payments, 
disallowed as the result of the Comptroller General’s decision (B-66073) of June 13, 
1947, for the transportation at Government expense of household effects of certain 
persons released from active duty; and (2) to authorize the payment of those 
claims of individuals for reimbursement for expenses incurred in shipping house- 
hold effects upon release from active duty which were held by the Comptroller 
General to be unauthorized. 

tegulations issued by the Department of the Navy pursuant to the Pay Read- 
justment Act of 1942 authorized personnel, upon release from active duty, to 
ship household effects at Government expense between any points provided the 
cost of such shipment did not exceed the constructive cost to the Government, 
within preseribed weight allowances, had the shipment been made from the last 
duty station to the home of record at the time of being called to active duty. 
In conformity with these regulations, the Department of the Navy made pay- 
ments covering the cost of the transportation of household effects from home of 
record to places selected where the cost did not exceed the limitation established 
by those regulations. On June 13, 1947, however, the Comptroller General ruled 
that the shipment of household effects from homes of record to places selected by 
personnel released from active duty was unauthorized. A number of claims 
which were paid by the Department of the Navy prior to this decision were 
disallowed. 

In addition to authorizing the payment of claims for reimbursement for expenses 
incurred in the shipment of household effects under the above circumstances, the 
proposed legislation would ratify and approve payments heretofore made for such 
costs of transportation. The proposal, however, would require the transportation 
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of effects to have been authorized by the regulations prior to June 13, 1947, anq 
the cost to be limited in each case to the constructive cost to the Government of 
transportation from the last-duty station to home of record. 

Although efforts are being made at the present time to effect collection in thos 
cases where payment was made and subsequently disallowed, the interests of 
justice require that naval personnel should not be required to bear the cost of 
transportation of household effects made in accordance with duly prescribed 
regulations which prior to the Comptroller General’s decision had been consistent}, 
interpreted by the Department of the Navy as authorizing Government reimburse. 
ment for such shipment. To require refund or reimbursements from person, 
no longer in active naval service not only will produce injustices, but in many 
cases may inflict financial hardship. In addition, it is to be noted that currey; 
joint travel regulations issued pursuant to the Career Compensation Act of 1949 
authorize the type of shipment involved herein, and, therefore, this legislati 
retrospective only. 

LEGISLATIVE REFERENCES 


Legislation identical with this proposal, except for a technical change, wa, 
included in the Department of Defense legislative program for consideration |) 
the 8lst Congress, 2d session, approved by the Bureau of the Budget and intro- 
duced in the Congress (H. R. 6812 and 8. 2860). H. R. 778 which was introduced 
in the Ist session of the 8ist Congress is substantially similar to H. R. 6812 and 
5. 2860. 

S. 2860 passed the Senate on April 19, 1950, with an amendment striking th: 
word “‘effected’’ on page 2, line 1, of the bill and inserting the word ‘‘authori 
in lieu thereof. That amendment was recommended by the Department 
Defense, and it has been incorporated in the attached draft of bill. 

S. 329 which was introduced in the Ist session of the 82d Congress is id 
with 8S. 2860, 8ist Congress, as passed by the Senate on April 19, 1950 


COST DATA 


This legislation would legalize payments previously made in the amount 
$50,400 and would result in an additional estimated cost of $42,600 to 
anticipated claims. 


DEPARTMENT OF DEFENSE ACTION AGENCY 


The Department of the Navy has been designated as the representative o! 
Department of Defense for this legislation. 
Sincerely yours, 
Rocer Kent, General Coun 











LAW 
UNI). 


APK29 5.953 Cilaiee No. 164 


S3p CONGRESS SENATE f Report 
Jet Nession No. 163 


PROVIDING FOR EXCHANGE BETWEEN THE UNITED 
STATES AND THE COMMONWEALTH OF PUERTO RICO 
OF CERTAIN LANDS AND INTERESTS 


\PRIL 23 (legislative day, Aprin 6), 1953.—Ordered to be printed 


\[r. SALTONSTALL, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany 8. 1548] 


lhe Committee on Armed Services, to whom was referred the bill 

1548) to provide for the exchange between the United States and 
he Commonwealth of Puerto Rico of certain lands and interests in 
ands in Puerto Rico, having considered the same, report favorably 
thereon without amendment, and recommend that the bill do pass. 


PURPOSE OF THE BILL 


This bill proposes to transfer to the Commonwealth of Puerto Rico 
approximately 1,540 acres of fee-owned land and 10 acres of roadway 
and other easements, in exchange for approximately 6,500 acres 
required by the United States to expand the Salinas maneuver site. 
No cash consideration is involved in the exchange. 


EXPLANATION OF THE BILL 


A total of 12 separate parcels of land which comprised the original 
harbor defenses and related training installations at San Juan, P. R., 
have become surplus to the needs of the United States, and in many 
instances have become surrounded by the expansion and develop- 
ment of the civilian community. These 12 parcels of land vary in size 

rom approximately 907 acres to a fraction of 1 acre. The present 
appre aised value of the 12 parcels is $1,561,399.45. 

The lands to be acquired by the United States in exchange for the 
outmoded sites of the harbor defenses and allied installations consist 
of approximately 6,500 acres of agricultural lands located adjacent 
to the Salinas maneuver site. This land, including improvements 
thereon, has an appraised value of $820,202. The insular govern- 
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ment is now in the process of acquiring the area with funds whic) 
have been appropriated for that purpose in anticipation of the pro. 
posed exchange. 

The differential in total valuation of the lands involved in the 
transfer is approximately $700,000 in favor of the insular government 
The committee did not feel that this differential should be recom. 
pensed to the Federal Government inasmuch as five of the pareels 
of land being conveyed by the Federal Government were originally 
set aside from public lands for military use at the time Puerto Rie 
was ceded to the United States by Spain. 


DEPARTMENTAL RECOMMENDATIONS-—BUDGET DATA 


This bill is recommended by the Department of Defense with the 
concurrence of the Bureau of the Budget and is a part of the legislative 
program of the present administration. 

EKnactment of the bill involves no increased expenditure of Federal 
funds. 

A letter from the Department of Defense recommending enactment 
of the bill appears below and is hereby made a part of this report, 


ASSISTANT SECRETARY OF DEFENSE, 
Washington, D. C., January 5, 1953 


Hon. ALBEN W. BARKLEY, 
President of the Senate. 
Dear Mr. PresIpENT: There is forwarded herewith a draft of legislation t 
a for the exchange between the United States and the Commonwealth of 


uerto Rico of certain lands and interests in lands in Puerto Rico. 

This proposal is a part of the Department of Defense legislative program for 
1953 and the Bureau of the Budget has advised that there is no objection to the 
presentation of this proposal for the consideration of the Congress. The Depart- 
ment of Defense recommends that it be enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


This proposed legislation is designed to provide for the transfer to the Com- 
monwealth of Puerto Rico of approximately 1,540.78 acres of fee-owned land 
and 10.81 acres of roadway, electric transmission line and water pipeline ease- 
ments, no longer required for military use, in exchange for approximately 6,500 
acres urgently required to expand the Salinas maneuver site which is owned by 
the United States. This addition will increase the maneuver site to an area 
comprising approximately 13,000 acres. 

The lands owned by the United States proposed for exchange comprise 
harbor defense and training installations and consist ‘of {12 separate parcels 
Five of these were set aside from the public lands by the President for military us 
at the time Puerto Rico was ceded to the United States by Spain. Seven parcels 
were acquired thereafter at a cost of about $355,000. Four of the sites are withil 
the city of San Juan and have now become very valuable business-district propert) 
accounting for one-third of the current value of the 12 parcels. The present 
appraised value of the 12 parcels is $1,561,399.45. 

The lands required by the United States for military utilization comprise about 
6,500 acres of rural and agricultural lands adjacent to the Salinas maneuver site 
The present value of this area, including the improvements thereon, has been 
appraised at $820,202. The insular government is now acquiring this area wit! 
funds appropriated for that purpose in anticipation of this proposed exchange 


former 


DEPARTMENT OF DEFENSE ACTION AGENCY 
The Department of the Army has been designated as the representative of the 
Department of Defense for this legislation. 
Sincerely yours, 
RoGer Kent. 
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\UTHORIZING THE SECRETARY OF NAVY TO CONVEY TO TARRANT 
COUNTY WATER CONTROL AND IMPROVEMENT DISTRICT NO. 1 
CERTAIN PARCELS OF LAND AT EAGLE MOUNTAIN LAKE, TEX. 


ApRIL 23 (legislative day, Aprit 6), 1953.—Ordered to be printed 


Mr. Case, from the Committee on Armed Services, submitted the 
following 


REPORT 
[To accompany S. 1525] 


The Committee on Armed Services, to whom was referred the bill 
(S. 1525) to authorize the Secretary of the Navy to convey to the 
Tarrant County Water Control and Improvement District No. 1 
certain parcels of land in exchange for other lands and interests therein 
at the former United States Marine Corps air station, Eagle Mountain 
Lake, Tex., having considered the same, report favorably thereon 
without amendment, and recommend that the bill do pass. 


PURPOSE OF THE BILL 


This bill proposes to settle a dispute which has arisen between the 
Federal Government and Tarrant County (Tex.) Water Control and 
Improvement District No. 1, with respect to title to several parcels 
of land at the former United States Marine Corps air station, Eagle 
Mountain Lake, Tex. The bill authorizes the conveyance to the 
water control and improvement district of title and interest to 3 
parcels of land in exchange for which the district will convey to the 
United States 2 parcels of land in the same general vicinity. The 
exchange involves approximately 225 acres to be conveyed by the 
Government i in exchange for a total of approximately 244 acres to be 
conveyed to the Government. The transaction does not involve 
any transfer of funds. 


EXPLANATION OF THE BILL 


The title to the land comprising the United States Marine Corps 
air station at Eagle Mountain Lake, Tex., was acquired by the 
Federal Government in 1942 by institution of condemnation proceed- 
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ings and the filing of a declaration of taking. The total area coy 


prised 2,468.5 acres. With the exception of one tract, fee simp), 
title was acquired to all the smaller parcels which entered into the 
transaction. The one exception was a tract owned by the Tarray 
County Water Control and Improvement District No. 1 and com- 
prising 453 acres situated adjacent to Eagle Mountain Lake. 

With respect to this 453 acres it was expressly provided in the decla- 
ration of taking that title to the property would be held by the Unite« 
States only until it shall have been declared by the Secretary of thy 
Navy that the tract was no longer needed for naval purposes. |; 
such an event the tract would revert to the original owner. 

Although the air station was inactivated in 1946, its locatio: 
such that it is useful as a dispersal area for aircraft during gulf storms 
and for seaplane landings and maneuvers. The station was mad 
available for use by the Texas National Guard and by the Marin 
Aircraft Corp., which is a Navy contractor, for the purpose of partial 
defraving the expense of maintenance. 

The Tarrant County Water District construes that the postwas 
use of the field is not strictly for naval purposes, and had at one ti 
demanded that title to the parcel of land previously referred to bi 
turned to the district. 

As a means of settling the dispute, and of regrouping and simplif\ 
ing ownership to the land contiguous to the lake, negotiations |) 
been entered into by the Navy Department wiih the district fo: 
exchange of land and interests. Necessary avigation easements hay 
been retained when necessary. 

In summary, therefore, the Federal Government, in order to main- 
tain clearances over the runways and approach zones of the landing 
areas, and to provide access to the lake, has reached agreement where- 
by the district will convey to the United States fee simple title to por- 
tions of the tract originally under dispute, together with certain 
easements for avigation purposes over other portions, in exchange fo1 
which the Federal Government will convey to the district adjacent 
parcels of comparable value and area. No cash consideration is in- 
volved in the exchange. 


DEPARTMENTAL RECOMMENDATIONS~——BUDGET DATA 


This bill is recommended by the Department of Defense with the 
concurrence of the Bureau of the Budget and is a part of the legisla- 
tive program of the present administration. 

Enactment of the bill involves no increased expenditure of Federal 
funds. 

A letter from the Department of Defense recommending enact- 
ment of the bill appears below and is hereby made a part of this 
report. 

ASSISTANT SECRETARY OF DEFENSE, 
Washington, D. C., January 5, 1953 
Hon. ALBEN W. BARKLEY, 
President of the Senate. 

Dear Mr. Presipent: There is forwarded herewith a draft of legislation to 
authorize the Secretary of the Navy to convey to the Tarrant County Water 
Control and Improvement District No. 1 certain parcels of land in exchange for 
other lands and interests therein at the former United States Marine Corps air 
station, Eagle Mountain Lake, Tex. ; 

This proposal is a part of the Department of Defense legislative program for 
1953 and the Bureau of the Budget has advised that there is no objection to the 
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tation of this proposal for the consideration of the Congress. The Depart- 
t of Defense recommends that it be enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


objective of this proposed legislation is to authorize the 


Secretary of the 
to convey to the Tarrant County Water Control and Improvement District 
of Tarrant County, Tex., all right, title, and interest, 
nt rights and such other rights in, to, and over said lands as the Seeretary 
Navy may deem appropriate, of the United States in and to three parcels of 
the former United States Marine Corps air station, Eagle Mountain Lake, 
This transfer would be conditioned upon the convevance to the United 


except avigation 


; by the water control district of fee s m le title to two described parcels of 
ated at the former air station, together with perpetual avigation easement 
acceptable to the Secretary of the Navy, over other lands of the district 
thin the flight clearance zone of the east-west runway of the air station 
‘retary of the Navy would be authorized to accept the conveyances to the 
1 States by the water control district 
to the lands comprising the former United States Marine Corps air station, 
Mountain Lake, Tex., was acquired in 1942 by the filing of a declaration of 
with pending condemnation proceedings Among the numerous owner- 
embraced within the area thus acquired was tract No. 16 which was owned 
Tarrant County Water Control and Improvement District No. | This 
s located on the eastern boundary of the station area and contains 453.5 
more or less, 


DEPARTMENT OF DEFENSE ACTION AGENCY 


Department of the Navy has been designated as the representative of the 
Department of Defense for this legislation. 
Sincerely yours, 


RoGerR KENT. 


[7 
H 








— ler Kalendar No. 166 


sp CONGRESS SEN A’ vr E ICH. j Report 
tet Session : A R2 J 1959 1 No. 165 


RETROCEDING TO THE STATE OF VIRGINIA CONCUR- 
RENT JURISDICTION OVER CERTAIN HIGHWAYS 
WITHIN FORT BELVOIR, VA. 


\prIL 23 (legislative day, Aprin 6), 1953.—Ordered to be printed 


from the Committee on Armed Services, submitted the 


following 


REPORT 
[To accompany 8. 1549] 


The Committee on Armed Services, to whom was referred the bill 
S. 1549) to retrocede to the State of Virginia concurrent jurisdiction 
over certain highways within Fort Belvoir, Va., having considered 
the same, report favorably thereon without amendment, and recom- 
mend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to retrocede to the State of Virginia, upon 
its acceptance thereof, concurrent jurisdiction over certain public 
highwavs which traverse the Fort Belvoir Military Reservation. 


EXPLANATION OF THE BILL 


United States Highway No. 1 and Virginia Highways Nos. 611, 613, 
617, and 618, all pass through portions of the large military reser- 
vation of the Engineer Center at Fort Belvoir, Va. 

As has been the case at numerous oiher military reservations, the 
joint usage of these heavily traveled public highways by civilian 
iraffie and military traffic renders it highly desirable that the policing 
of the highways rest primarily with civilian authorities. At the 
presenti time the United States has exclusive jurisdiction over the en- 
tire area, including the highways. This precludes the exercise of 
civilian-police functions, thereby forcing to an undesirable degree the 
exercise of such function by military police. 

The bill adopts a procedure which has been found workable at 
other military installations, whereby the United States retrocedes to 
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the State, upon acceptance thereof by the State, concurrent jurisdic. 
tion over the highways so that all laws of the State, as well as all lay, 
of the United States, shall be applicable on such highways and tly 
United States and the State of Virginia will exercise concurrey 
jurisdiction thereover. 


DEPARTMENTAL RECOMMENDATIONS, BUDGET DATA 


This bill is reeommended by the Department of Defense with th 
concurrence of the Bureau of the Budget and is a part of the legislatiy: 
program of the present administration. 

Enactment of the bill involves no increased expenditure of Feder 
funds. 

A letter from the Department of Defense recommending enactment 
of the bill appears below and is hereby made a part of this report. 


AssISTANT SECRETARY OF DEFENSE, 
Washington, D. C., January 4, 1953 
Hon. ALBEN W. BARKLEY, 
President of the Senate 

Dear Mr. Presipent: There is forwarded herewith a draft of legislation “y 
retrocede to the State of Virginia concurrent jurisdiction over certain highways 
within Fort Belvoir, Va.” 

This proposal is a part of the Department of Defense legislative program fo 
1953 and the Bureau of the Budget has advised that there is no objection to tly 
presentation of this proposal for the consideration of the Congress. The Depart. 
ment of Defense recommends that it be enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


This proposed legislation will retrocede to the State of Virginia, upon acceptance 
thereof, concurrent jurisdiction over certain highways within the Fort Belvoir 
Military Reservation. The United States now has exclusive jurisdiction over 
this area. This measure will permit proper control of the highways jointly, by 
the Federal Government and the State, thereby obviating problems which might 
arise out of military policing of highways heavily traveled by the civilian publi 
and at the same time allowing appropriate military control of an area within s 
military reservation. 

LEGISLATIVE REFERENCE 


Legislation identical to this proposal was included in the Department of De- 
fense legislative program for 1952 and was introduced in the 82d Congress a 
H. R. 7661. No further action was taken by the Congress with respect to the 
bill. 

DEPARTMENT OF DEFENSE ACTION AGENCY 


The Department of the Army has been designated as the representative 
the Department of Defense for this legislation. 
Sincerely yours, 
RoGer Kent. 
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RETROCEDING TO THE STATE OF OKLAHOMA CONCURRENT 
JURISDICTION OVER THE RIGHT-OF-WAY FOR UNITED STATES 
HIGHWAYS 62 AND 277 WITHIN THE FORT SILL MILITARY RES- 
ERVATION, OKLA. 


APRIL 23 (legislative day, APRIL 6), 1953. Ordered to be printed 


Mr. Case, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany 8. 1641] 


The Committee on Armed Services, to whom was referred the bill 
(S. 1641) to retrocede to the State of Oklahoma concurrent jurisdiction 
over the right-of-way for United States Highways 62 and 277 within 
the Fort Sill Military Reservation, Okla., having considered the same, 
report favorably thereon without amendment, and recommend that 
the bill do pass. 

PURPOSE OF THE BILL 


The purpose of this bill is to retrocede to the State of Oklahoma, 
upon its acceptance thereof, concurrent Jurisdiction over the right- 
of-way over certain public highways which traverse the Fort Sill 
Military Reservation. 


EXPLANATION OF THE BILL 


United States Highways 62 and 277 pass through portions of the 
large military reservation of the Field Artillery School at Fort Sill, 
Okla. 

As has been the case at numerous other military reservations, the 
joint usage of these heavily traveled public highways by civilian 
traffic and military traffic, renders it highly desirable that the policing 
of the highways rest primarily with civilian authorities. At the 
present time the United States has exclusive jurisdiction over the 
entire area, including the highways. This precludes the exercise of 
civilian-police functions, thereby forcing to an undesirable degree 
the exercise of such function by military police. 
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_ 


The bill adopts a procedure which has been found workable at 
other military installations, whereby the United States retrocedes to 
the State upon acceptance thereof by the State concurrent Juris. 
diction over the right-of-way for United States Highways 62 and 277 
so that all laws of the State, as well as all laws of the United States, 
shall be applicable on such highways and the United States and the 
State of Oklahoma will exercise concurrent jurisdiction thereover. 


DEPARTMENTAL RECOMMENDATIONS——BUDGET DATA 


This bill is recommended by the Department of Defense with the 
concurrence of the Bureau of the Budget and is a part of the legis- 
lative program of the present administration. 

Enactment of the bill involves no increased expenditure of Federal 
funds. 

A letter from the Department of Defense recommending enactment 
of the bill appears below and is hereby made a part of this report. 


OFFICE OF THE SECRETARY OF DEFENSE, 
Washington, D. C., April 7, 19 
Hon. LEVERETT SALTONSTALL, 
Chairman, Committee on Armed Services, 
United States Senate. 

Dear Mr. CuarrmMan: There is forwarded herewith a draft of legislation t 
retrocede to the State of Oklahoma concurrent jurisdiction over the right-of-way 
for United States Highways 62 and 277 within the Fort Sill Military Reservation, 
Okla 

This proposal is a part of the Department of Defense legislative program for 
1953 and the Bureau of the Budget has advised that it has no objection to the 
presentation of this proposal to the Congress. The Department of Defense 
recommends that it be enacted. 


PURPOSE OF THE LEGISLATION 


This proposed legislation will retrocede to the State of Oklahoma, upon accept- 
ance thereof, co neurrent jursidiction over the right-of-way for United States 
Highways 62 and 277 within the Fort Sill Military Reservation. The United 
States now has exclusive jurisdiction ever this area, ceded by the State of Okla- 
homa, March 17, 1913 (Oklahoma, Session Laws, 1913, ch. 52, p. 90). Permission 
to use a part of Fort Sill Military Reservation as highway right-of-way was 
granted to the State of Oklahoma by the Assistant Secretary of War by permit 
dated October 13, 1932. This measure will permit proper control of the highway, 
jointly, by the Federal Government and the State, thereby obviating problems 
which might arise out of military policing of highways heavily traveled by the 
civilian public. At the same time concurrent jurisdiction will allow appropriate 
military control of an area within a military reservation. 


DEPARTMENT OF DEFENSE ACTION AGENCY 


The Department of the Army has been designated as the representative of the 
Department of Defense for this legislation. 
Sincerely yours, 
Rocer KEnt, 
General Counsel 
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REPEALING THE AUTHORITY TO PURCHASE DISCHARGE 
FROM THE MILITARY SERVICES 


\priL 23 (legislative day, ApriL 6), 1953.—Ordered to be printed 


Mr. Durr, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany 8. 1544] 


The Committee on Armed Services, to whom was referred the bill 
(S. 1544) to repeal the authority to purchase discharge from the Army, 
the Navy, the Air Force, and the Marine Corps, having considered 
the same, report favorably thereon without amendment, and recom- 
mend that the bill do pass. 


PURPOSE OF THE BILL 


This bill proposes to repeal existing provisions of law whereby 
enlisted personnel of the Armed Forces may purchase their discharge 
in time of peace. 


EXPLANATION OF THE BILL 


For well over a half century existing law has permitted enlisted 
members of the Armed Forces to purchase their discharge upon the 
payment of certain fixed sums of money, and in accordance with such 
rules and conditions as the President shall have prescribed. 

The discharge by purchase was an administrative device intended 
to recompense the Government for authorizing an individual to be 
separated from the service prior to the expiration of his enlistment. 

Discharges by purchase are suspended during periods of emergency, 
and are currently under such suspension. 

Ample authority exists whereby an individual may be discharged 
from the military service when sufficient cause for such discharge has 
been established. Sound personnel management procedures make it 
more desirable to effect discharges on a merit basis rather than to 
relate such discharges to the ability of an individual to finance it 
through purchase. The discharge by purchase has become outmoded 
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by the present day concept of universality of obligation for milit ary 
service upon which the present Universal Military Training and 
Service Act is based. It would be inconsistent with such act to permit 
persons inducted into the military service, or who have an obligated 
period of military service, to secure their separation from such service 
by the simple expedient of purchasing a discharge. As a matter of 
actual fact, section 8 of the act provides that no person liable for 
training and service— 

shall be permitted to escape such training and service or be disc mee therefrom 
prior to the expiration of his period of such training and service by the payment 
of money or any other valuable thing * * * 

In view of the foregoing factors, the committee does not feel that 
the existing prohibition against discharge by purchase will be relaxed 
in the foreseeable future and for that reason is of the opinion that 
applicable provisions of existing law should be repealed. 


DEPARTMENTAL RECOMMENDATIONS——BUDGET DATA 


This bill is reeommended by the Department of Defense with the 
concurrence of the Bureau of the Budget and is a part of the legislative 
program of the present administration. 

Enactment of the bill involves no increased expenditure of Federal 
funds. 

A letter from the Department of Defense recommending enactment 
of the bill appears below and is hereby made a part of this report. 


ASSISTANT SECRETARY OF DEFENSE, 
Washington, D. C., Januory 5, 1953. 
Hon. ALBEN W. BARKLEY, 
President of the Senate. 

Drar Mr. Presiwwent: There is forwarded herewith a draft of legislation, to 
repeal the authority to purchase discharge from the Army, the Navy, the Air 
Force, and the Marine Corps. 

This proposal is a part of the Department of Defense legislative program for 
1953. The Bureau of the Budget has advised that there is no objection to th 
presentation of this proposed legislation for the consideration of the Congress 
The Department of Defense recommends that it be enacted. 


PURPOSE OF THE LEGISLATION 


Section 4 of the act of June 16, 1890 (10 U. 8. C. 651) provides in part that ‘in 
time of peace the President may, in his discre aa and under such rules and upon 
such conditions as he shall prescribe, permit any enlisted man to purchase his dis- 
eharge from the Army.”’ The act of March 3, 1893, provides in part (84 U.S.C 
196) that ‘‘in time of peace the President may, in his discretion and under such 
rules and upon such conditions as he shall prescribe, permit any enlisted man to 
purchase his discharge from the Navy and the Marine Corps.” Discharge by 
purchase has never been in effect in the Air Force, although section 4 of the act 
of June 16, 1890, would apply to the Air Force. 

It is the purpose of this proposed legislation to repeal these provisions of law, 
since they are considered completely inconsistent with the present-day concept 
of universality of obligation and service upon which the Universal Military Train- 
ing and Service Act is based. Authority exists, and has been utilized since the 
beginning of World War II, to discharge a person from the service when sufficient 
cause is shown. It is considered by the Department of Defense much more de- 
sirable and more in consonance with equity and fair play to continue to utilize 
such authority on a merit basis than to permit the relative worth of individuals 
to determine their continued liability for specified periods of service. For these 
reasons, it is not believed that any President would choose to exercise his dis- 
cretion and authorize discharges under these archaic and obsolete provisions of 
law. 

While these two laws are currently suspended by virtue of section 1 (b) (5) and 
1 (b) (6) of the Emergency Powers Continuation Act (66 Stat. 330, 333), that 
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nsion will terminate on or before April 1, 1953. 


3 


And while section 8 of the 


‘versal Military Training and Service Act provides, as did the Selective Service 
of 1917 and 1940, that no person liable for training and service thereunder 
purchase his discharge prior to the expiration of his period of training and 

-rvice, this prohibition is limited to persons liable under section 4 of that act. 
is, after April 1, 1953, enlisted members of the armed services who are not 
ct to the Universal Military Training and Service Act would be eligible for 
eration for discharge under this authority whereas persons inducted under, 


nlisting pursuant to, the provisions of that act, would not. 


In view of the foregoing, this proposal is submitted to the Congress in accord- 
with the request of both the House and Senate Judiciary Committees that 
ceparate recommendations for permanent legislation be submitted on those pro- 
ns contained in the Emergency Powers Continuation Act which should be 
permanently changed. 


DEPARTMENT OF 


DEFENSE 


ACTION AGENCY 


The Department of the Army has been designated as the representative of the 
Department of Defense for this legislation. 


Sincerely yours, 


SILL To repeal the authority to purchase discharge from the Army, the Navy, the 


RoGER 


KENT. 


Air Force and the 


Marine Corps 


it enacted by the Senate and House of Representatives of the United States of 
ca in Congress assembled, That section 4 of the Act of June 16, 1890 (26 Stat. 


15S 


and that part of the Act of March 3, 1893 (27 Stat. 717), 


which provides 


“and in time of peace the President may in his discretion, and under such rules 
and upon such conditions as he may prescribe, permit any enlisted man to pur- 
‘hase his discharge from the Navy, or the Marine Corps, the amounts received 
therefrom to be covered into the Treasury’’, are hereby repealed. 
CHANGES IN EXISTING LAW 

In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, there is printed in parallel columns the text of 
the provisions of existing law which would be repealed or amended by 


the various provisions of the bill: 
Existine Law 


(ct of June 16, 1890 (26 Stat. 158) 

Sec. 4. That in time of peace the 
President may, in his discretion and 
under such rules and upon such condi- 
tions as he shall prescribe, permit any 
enlisted man to purchase his discharge 
from the Army. The purchase money 
to be paid under this section shall be 
paid to a paymaster of the Army and 
be deposited in the Treasury to the 
credit of one or more of the current 
appropriations for the support of the 
Army, to be indicated by the Secretary 
of War, and be available for the pay- 
ment of expenses incurred during the 
fiscal year in which the discharge is 
made, 

Act of March 3, 1893 (27 Stat. 717) 
* * * and in time of peace the Presi- 
dent may in his discretion, and under 
such rules and upon such conditions as 
he may prescribe, permit any enlisted 
man to purchase his discharge from the 
Navy or the Marine Corps, the amounts 
received therefrom to be covered into 
the Treasury. 


Tue Bit §S. 1544 


Be it enacted by the Senate and House 
of Representatives of the United States of 
America in Congress assembled, That 
section 4 of the Act of June 16, 1890 
(26 Stat. 158), and that part of the Act 
of March 3, 1893 (27 Stat. 717), which 
provides ‘‘and in time of peace the 
President may in his discretion, and 
under such rules and upon such condi- 
tions as he may prescribe, permit any 
enlisted man to purchase his discharge 
from the Navy, or the Marine Corps, 
the amounts received therefrom to be 
covered into the Treasury’’, are hereby 
repealed. 


O 
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AUTHORIZING THE PRESIDENT TO PRESCRIBE THE OCCASIONS 
UPON WHICH THE UNIFORM OF ANY OF THE ARMED FORCES 
MAY BE WORN BY PERSONS HONORABLY DISCHARGED 
THEREFROM ’ 


Aprit 23 (legislative day Aprit 6), 1953.—Ordered to be printed 


\fr. HENDRICKSON, from the Committee on Armed Services, submitted 
the following 


REPORT 
{To accompany 8. 1550] 


The Committee on Armed Services, to whom was referred the bill 
5. 1550) to authorize the President to prescribe the occasions upon 
which the uniform of any of the Armed Forces may be worn by 
persons honorably discharged therefrom, report favorably thereon 
without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


This bill proposes to authorize the President to prescribe by regu- 
lation the occasions upon which persons who served in the Armed 
Forces of the United States in time of war and who have been honor- 
ably discharged may wear the uniform of the armed force in which 
they so served. At the present time the law governing the wearing 
of the uniform in such cire umstances prese ribes that it may be worn 
on “occasions of ceremony.” 


EXPLANATION OF THE BILL 


The act of June 21, 1930, provides the existing authority for persons 
not members of the Armed Forces to wear the uniform. This enact- 
ment states that persons who have served honorably in the Armed 
Forces shall be entitled to bear the official title held by them during 
their war service and upon “occasions of ceremony” to wear the uni- 
form of such service. 

Further, the National Defense Act of 1916 provides in the section 
which promulgates the general limitations upon the wearing of the 
uniform that none of the limitations provided in such section shall 
prevent persons w ho served honorably as officers from wearing upon 
“occasions of ceremony’ ’ the uniform of the highest grade held. 

The phrase “occasions of ceremony” is not defined in either of the 
statutes referred to. The Office of the Attorney General of the 
United States has advised the Department of Defense that because 
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the language of these statutes is so broad and indefinite the enforce. 
ment of the criminal statute relating to this aspect of the wearing 0 
the uniform of the armed services is extremely difficult, and has svg. 
gested that legislation be sought to correct the situation. 

The actual occasion which gave rise to the above recommendatioy 
of the United States Attorney General involved the wearing of th, 
uniform by a discharged veteran during a so-called May Day parad 
Evidence in the case disclosed that the individual wearing the uniform 
acted as though he were an active member of the Armed Forces an 
gave the impression that a member of our Armed Forces was sympa. 
thetic to the aims of the demonstrators. The individual was charged 
with wearing the uniform without authority in violation of th 
criminal statute governing the wearing of the uniform, but the cour 
charged the jury that since Congress had not defined the phrase 
“occasion of ceremony,” such definition was for the jury, and th 
jury disagreed with the result that the case was dropped. 


DEPARTMENTAL RECOMMENDATIONS, BUDGET DATA 


This bill is recommended by the Department of Defense with th 
concurrence of the Bureau of the Budget and is a part of the legislative 
program of the present administration. The Committee is informed 
that the Department of Justice concurs in the bill. 

enactment of the bill involves no increase expenditure of Federal 
funds. 

A letter from the Department of Defense recommending enactment 


of the bill avpears below and is hereby made a part of this report. 


OFFICE OF THE SECRETARY OF DEFENSE, 
Washington, D. C., March 31, 1953 
Hon. LEvERETT SALTONSTALL, 
Chairman, Committee on Armed Services, 
United States Senate. 


Dear Mr. CuHarrRMAN: There is enclosed a draft of proposed legislation 
authorize the President to prescribe the occasions upon which the uniform of an 
of the Armed Forces may be worn by persons honorably discharged therefrom 

This proposal is a part of the Department of Defense legislative program for 
1953 and has been approved by the Bureau of the Budget. The Department of 
Defense recommends that it be enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


The purpose of the proposed legislation is to authorize the President to prescrily 
by regulation the occasions upon which persons who served in the Armed Forces 
of the United States in time of war and who have been honorably discharged there- 
from may wear the uniform of the armed force in which they so served. 

Title 18, United States Code, section 702, provides a penalty for persons wearing 
the uniform of any of the Armed Forces of the United States without authority 
Authority for persons not members of the Army, Navy, Air Force, or Marine 
Corps to wear the uniform of any of these services is contained in the following 
statutes: 

Section 2 of the act of June 21, 1930 (46 Stat. 793) as amended (10 U. S. ‘ 
1028; 34 U. 8S. C. 399d): 

‘All persons who have served honorably in the Army, Navy, or Marine Corps 
of the United States during war shall, when not in the military and/or naval 
service of the United States, be entitled to bear the official title and upon occasions 
of ceremony to wear the uniform of the highest grade held by them during their 
war service.” 

Section 125 of the act of June 3, 1916 (39 Stat. 216) as amended (10 U. 5. ‘ 
1393): 

“It shall be unlawful for any person not an officer or enlisted man of the United 
States Army, Navy, or Marine Corps to wear the duly prescribed uniform of th: 
United States Army, Navy, or Marine Corps, or any distinctive part of suc 
uniform or a uniform any part of which is similar to a distinctive part of the dul 
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ribed uniform of the United States Army, Navy, or Marine Corps: Provided, 
That the foregoing provision shall not be construed so as to prevent officers or 
-ted men of the National Guard from wearing, in pursuance of law and regu- 
ns, the uniform lawfully prescribed to be worn by such officers or enlisted men 
. National Guard; * * *; nor to prevent persons who in time of war have 
served honorably as officers of the United States Army, Navy, or Marine Corps, 
Regular or Volunteer, and whose most recent service was terminated by an 
orable discharge, muster out, or resignation, from wearing, upon occasions of 
iony, the uniform of the highest grade they have held by brevet or other 
commission in such Regular or Volunteer services; * * *; nor to prevent the 
nembers of military societies composed entirely of honorably discharged officers 
or enlisted men or both, of the United States Army, Navy, or Marine Corps, 
Regular or Volunteer, fron wéaring upon occasions of cere nony, the uniform duly 
prescribed by such societies to be worn by the memb-.rs thereof.” 
' Those statutes were made applicable to the Air Force by the National Security 
\ct of 1947. Title 14, United States Code, section 484, provides that the pro- 
isions of law relating to the protection of the uniform of the United States Army, 
Navy, or Marine Corps shall apply to the protection of the uniform of the Coast 
Guard in the same manner, to the same extent, and under the same conditions. 
The phrase ‘‘occasions of ceremony’’ as used in the above quoted statutes is 
defined in either statute. The Office of the Attorney General has advised 
that because the language of these statutes is so broad and indefinite the enforce- 
ment of the criminal statute (18 U. 8. C. 702) is most difficult, if not impossible. 
This proposed legislation is, therefore, considered necessary for the proper protec- 
the tion of the uniforms of the Armed Forces. 
live 
ned COST AND BUDGET DATA 


: Enactment of this proposed legislation would involve no additional cost to the 
eral Government. 
DEPARTMENT OF DEFENSE ACTION AGENCY 


ent The Department of the Navy has been designated as the representative of the 
Department of Defense for this legislation. 
Sincerely yours, 
t0GER KENT, General Counsel, 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, there is printed herewith in roman type existing 
law in which no change is proposed; existing law proposed to be 
omitted is enclosed in black brackets, and new matter is printed in 


italies: 


Act oF JuNE 21, 1930 (46 Strat. 793), as AMENDED (10 U. 8. C. 1028b; 34 
U.S. C. 399d) 

“Sec, 2. All persons who have served honorably in the Army, Navy, or Marine 
Corps of the United States during war shall, when not in the active military 
and/or naval service of the United States, be entitled to bear the official title and 
upon occasions [of ceremony] authorized by regulations of the President to wear 
the uniform of the highest grade held by them during their war service.”’ 


Act or JuNE 3, 1916 (39 Star. 216), as AMENDED (10 U. 8. C. 1393) 


“Sec. 125. It shall be unlawful for any person not an officer or enlisted man 
of the United States Army, Navy, or Marine Corps to wear the duly prescribed 
uniform of the United States Army, Navy, or Marine Corps, or any distinctive 
part of such uniform or a uniform any part of which is similar to a distinctive 
part of the duly prescribed uniform of the United States Army, Navy, or Marine 
Corps: Provided, That the foregoing provision shall not be construed so as to pre- 
vent officers or enlisted men of the National Guard from wearing, in pursuance 
of law and regulations, the uniform lawfully prescribed to be worn by such officers 
or enlisted man of the National Guard; nor to prevent members of the organiza- 
tion known as the Boy Scouts of America, or the Naval Militia, or such other 
organizations as the Secretary of the Army or the Secretary of the Navy may 
designate, from wearing their prescribed uniforms; nor to prevent persons who in 
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time of war have served honorably as officers of the United States Army, Nay, 
or Marine Corps, Regular or Volunteer, and whose most recent service was termi, 
nated by an honorable discharge, muster out, or resignation, from wearing, \po; 
occasions [of ceremony] authorized by regulations of the President, the unifory 
of the highest grade they have held by brevet or other commission in such Regijlay 
or Volunteer service; nor to prevent any person who has been honorably discharged 
from the United States Army, Navy, or Marine Corps, Regular or Volunteer 
from wearing his uniform from the place of his discharge to his home, withj; 
three months after the date of such discharge; nor to prevent the members of :ilj- 
tary societies composed entirely of honorably discharged officers or enlisted me, 
or both, of the United States Army, Navy, or Marine Corps, Regular or Volunteer 
from wearing, upon occasions [of ceremony] authorized by regulations of th, 
President, the uniform duly prescribed by such societies to be worn by the members 
thereof; nor to prevent the instructors and members of the duly organized cade; 
corps of a State university, State college, or public high school offering a regular 
course in military instruction from wearing the uniform duly prescribed by tly 
authorities of such university, college, or public high school for wear by th, 
instructors and members of such cadet corps; nor to prevent the instructors and 
members of the duly organized cadet corps of any other institution of learning 
offering a regular course in military instruction, and at which an officer or enlisted 
man of the United States Army, Navy, or Marine Corps is lawfully detailed for 
duty as instructor in military science and tactics, from wearing the uniform duly 
prescribed by the authorities of such institution of learning for wear by thi 
instructors and members of such cadet corps; nor to prevent civilians attendant 
upon a course of military or naval instruction authorized and conducted by the 
military or naval authorities of the United States from wearing, while in attendance 
upon such course of instruction, the uniform authorized and prescribed by suc! 
military or naval authorities for wear during such course of instruction; nor t 
prevent any person from wearing the uniform of the United States Army, Navy 
or Marine Corps, in any playhouse or theater or in moving-picture films while 
actually engaged in representing therein a military or naval character not tending 
to bring discredit or reproach upon the United States Army, Navy, or Marin 
Corps; nor to prevent graduates of Air Corps advanced flying schools or Air Corps 
service schools who are citizens of foreign countries from wearing the appropriate 
aviation badges of the Army in such manner and subject to such regulations as th 
Secretary of the Army may prescribe: Provided further, That the uniforms worn 
by the members of the military societies or the instructors and members of th 
cadet corps referred to in the preceding proviso shall include some distinctiv: 
mark or insignia to be prescribed by the Secretary of the Army or the Secretary 
of the Navy to distinguish such uniforms from the uniforms of the United States 
Army, Navy, and Marine Corps: And provided further, That the members of the 
military societies and the instructors and members of the cadet corps hereinbefore 
mentioned shall not wear the insignia of rank prescribed to be worn by officers of 
the United States Army, Navy, or Marine Corps, or any insignia of rank similar 
thereto. 

“The provisions of this section shall apply to the Canal Zone, Guam, Americat 
Samoa, and the Virgin Islands, as well as to all other places within the jurisdictio: 
of the United States. 

“Hereafter, upon the discharge or furlough to the reserve of an enlisted man, 
all uniform outer clothing then in his possession, except such articles as he may 
be permitted to wear from the place of termination of his active service to his 
home, as authorized by this section, will be retained for military use: Provided 
That upon the release from Federal service of an enlisted man of the National 
Guard called as such into the service of the United States, all uniform outer 
clothing then in his possession shall be taken up and accounted for as property) 
issued to the National Guard of the State to which the enlisted man belongs, i! 
the manner prescribed by sections 21, 22, and 49 of this Title 32: Provided further 
That when an enlisted man is discharged for bad conduct, undesirability, unsuita- 
bility, inaptitude, or otherwise than honorably, all uniform outer clothing in his 
possession shall be retained for military use, and, when authorized by regulations 
prescribed by the Secretary of the Army or the Secretary of the Navy, a suit o! 
civilian outer clothing, and a civilian overcoat when necessary, the total cost not 
to exceed $30, may be issued to such discharged enlisted man of the Army, Nav\ 
or Marine Corps: And provided further, That officers and members of any nationa! 
home for veterans administered by the Veterans’ Administration may wear such 
uniforms as the Secretary of the Army or the Secretary of the Navy may 
authorize.” 

O 
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EXPORT INSURANCE 


Mr. Busn, from the Committee on Banking and Currency, submitted 
the following 


REPORT 


[To accompany §, 1413] 


The Committee on Banking and Currency, to whom was referred 
the bill (S. 1413) to amend the Export-Import Bank Act of 1945, as 
amended, having considered the same, report favorably thereon with 
an amendment and recommend that the bill as amended do pass. 


GENERAL STATEMENT 


This bill would amend the Export-Import Bank Act of 1945, as 
amended, by broadening the authority of the bank to include certain 
insurance operations. It authorizes the bank to insure, against cer- 
tain specified risks, tangible personal property of United States origin 
which is exported from the United States in commercial intercourse 
and is located in any friendly foreign country, to the extent that such 
property is owned in whole or in part by citizens of the United States, 
or constitutes security for financial obligations owed to citizens of the 
United States. Coverage would be limited to loss or damage resulting 
from hostile or warlike action in time of peace or war, or from an order 
of any government or public authority confiscating, expropriating, or 
requisitioning such property. The total amount of insurance out- 
standing at any one time could not exceed $100 million. Insurance 
by the bank would be provided only to the extent that it could not be 
obtained on reasonable terms and conditions from commercial insur- 
ance firms or from any United States Government agency providing 
marine or air-risk insurance. The bank is authorized to reinsure in 
whole or in part with commercial insurance companies and to employ 
such companies to act as its underwriters or for claim adjustment. 

The requirement for this insurance arises from the fact that war-risk 
coverage can be obtained today from private insurance companies on 
cargoes shipped abroad, while the cargoes are en route to foreign ports, 
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APRIL 27 (legislative day, ApRiz 6), 1953.—Ordered to be printed 


Mr. Busn, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany 8. 1413] 


The Committee on Banking and Curreney, to whom was referred 
the bill (S. 1413) to amend the Export-Import Bank Act of 1945, as 
amended, having considered the same, report favorably thereon with 
an amendment and recommend that the bill as amended do pass. 


GENERAL STATEMENT 


This bill would amend the Export-Import Bank Act of 1945, as 
amended, by broadening the authority of the bank to include certain 
insurance operations. It authorizes the bank to insure, against cer- 
tain specified risks, tangible personal property of United States origin 
which is exported from the United States in commercial intercourse 
and is located in any friendly foreign country, to the extent that such 
property is owned in whole or in part by citizens of the United States, 
. constitutes security for financial obligations owed to citizens of the 

United States. Coverage would be limited to loss or damage resulting 
from hostile or warlike action in time of peace or war, or from an order 
of any government or public authority confiscating, expropriating, or 
requisitioning such property. The total amount of insurance out- 
standing at any one time could not exceed $100 million. Insurance 
by the bank would be provided only to the extent that it could not be 
obtained on reasonable terms and conditions from commercial insur- 
ance firms or from any United States Government ogency providing 
marine or air-risk insurance. The bank is authorized to reinsure in 
whole or in part with commercial insurance companies and to employ 
such companies to act as its underwriters or for claim adjustment. 

The requirement for this insurance arises from the fact that war-risk 
coverage can be obtained today from private insurance companies on 
cargoes shipped abroad, while the cargoes are en route to foreign ports, 
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but not after the goods have been discharged at the foreign p 
destination. The insurance provided by the bill would cover 
which commercial insurance companies are not presently in a positi 
to underwrite, except at rates which would be prohibitive. Thus t 
provisions of the bill pose no threat to commercial insurance 
panies and the Government is not engaging in competition 
private insurance firms. 

Your committee believes that this bill is one step that can be t 
in helping to relieve our export problem. This complicated p roblen 
is certainly not resolved solely by the provisions of this bill, bu 
certain factors tending to restrict foreign consumption of Americar 
products will be alleviated by its passage. 

Soth agricultural and nonagricultural products are included in thy 
coverage of the bill. The protection is provided on a nondiserimin 
tory basis for the benefit of the businessmen of our country exportin, 
manufactured items as well as those distributing agricultural products 
abroad, 

The export situation that faces our agricultural commodities poi 
up the necessity for the stimulation to ‘fore’ ign trade provided in th 
bill. For the first helf of the 1952-53 fiseal year, cotton exports 
dropped to 1.5 million running bales from the 3.0 million bales shipped 
in the same period the preceding year. Wheat exports fell to 15s 
million bushels from 220 million bushels. Shipments of leaf tobacco 
declined to 223 million pounds from 355 million pounds. During ¢] 
vears 1949 through 1951, our exports of cotton averreged 38 percen 
of production, wheat exports accounted for 37 percent, and pines 0 
exports accounted for 26 percent. These three commodities, cotto 
wheat, and tobacco, account on the average for about Swosthirds of 


the dollar value of all agricultural exports. Your committee is well 
aware that dollar shortages in the importing countries account in larg 


measure for this drastic drop in exports. 

The effect of this type of insurance in furthering exports can } 
illustrated with cotton. Stocks of American cotton in foreign coun- 
tries are much less than adequate and are thousands of bales below 
the normal prewar stock. It is estimated that it would require ove 
a million bales of American cotton to build foreign pipeline stocks 
mill and merchant, to a level considered adequate and desirable }y 
foreign mills. Foreign mills are unable to provide themselves with 
adequate stocks because of (1) dollar shortages, and (2) the fear of 
inventory depreciation in case of declining prices. There are no 
future exchanges operating outside of this country on which American 
cotton can satisfactorily be hedged, and foreigners generally do not 
have the dollars required to carry on hedging operations in this 
country. Many foreign mills took tremendous inventory losses during 
the last 2 years when market prices tumbled after having been bid 
up by scare buying immediately following the outbreak of the Korean 
war. These losses seriously impaired their operating capital and 
forced many to restrict their buying to a hand-to-mouth basis. Mer- 
chandising cotton is a most competitive business in which there is a 
very small margin of profit, averaging perhaps 1 percent on the turn- 
over. Consequently, shippers cannot expose themselves to risks 
completely beyond their control, and banks are reluctant or unwilling 
to finance them in assuming such risks. The banks, therefore, insist 
that they protect themselves in every possible way, adequate insur- 
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bemg ¢ requisite. With the insurt Lhice protec tion provik led by 

bill, banks would be favorably disposed toward meking loans 
ust foreign shipments. Foreign buyers could be given more 
vorable terms of purchase and the export of American cotton would 
simulated thereby. 

Bs providing insurance against presently uninsurable risks, the 

‘ted pipeline of cotton can be rebuilt and financed by private 
a in the United States. The dollar requirements of the 
cotton-consuming countries will be reduced to the extent that the 
cost of the pipeline is financed by United States private interests. 
Building stocks in this manner through the free enterprise system is 
a preferable alternative to building stocks over the world by Gov- 
ernment arrangements through international agreements as has been 
suggested by many foreign countries. 

Not only would the pipelines which require a million bales of 
cotton be rebuilt, but the consumption of cotton abroad would be 
stimulated and increased. Adequs ite stocks of cotton abroad would 
provide the foreign consumer with selectivity of the type of cotton 
best suited for his needs. United States cotton under this plan 
would be available to the mills immediately as they require it. The 
grading and stapling of cotton is not an exact science, and very often 
it is difficult for a shipper in this country to receive an order, ship 
the cotton to.a foreign mill, and have the mill satisfied with the 
shipment. Stocks of American cotton in foreign countries immedi- 
ately available and subject to personal inspection as to grade would 
improve the salability of American cotton. Commercial interests in 
the United States can finance the pipeline stocks of the United States 
more cheaply than foreign commercial firms because the interest rates 
prevailing in this country are considerably lower than the 6 to 12 
percent rates that prevail abroad. Any reduction in the financing 
of inventories of American cotton abroad should reduce the ultimate 
cost of such cotton to consuming mills. This would enable American 
cotton to compete more successfully with foreign growths, and reduce 
the tendency to shift to synthetics. 


PROVISIONS OF BILL 


(1) The Export-Import Bank is authorized to provide insurance in 
an aggregate amount not to exceed $100 million outstanding at any 
one time for the benefit of citizens of the United States against the 
risk of loss of, or damage to, tangible personal property of United 
States origin located in any friendly foreign country, resulting from 
hostile or warlike action in time of peac e or war or confiscation or 
expropriation by public authority. The insurance would be written 
to cover loss or damage to goods resulting from so-called “war risks” 
or from official expropriatory action by foreign governments occurring 
while the American exporter still owns the goods or retains a security 
interest in them after their arrival abroad. These war risks would 
include hostile or warlike action arising from civil war or revolutionary 
vctivity within friendly natiovs, as vell is military hostilities beiween 
the country in which the goods are located and another nation. The 
risks would not include riots and strikes, as such, except to the extent 
that these types of civil disorder arose from predominantly military 
action or from an expropriatory order of a governmental or military 
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authority. The expropriatory action to be covered by the insurane, 
would have to be taken under color of official authority. The poliey 
of insurance should exclude legitimate seizure or confiscation of eoods 
pursuant to normal health and contraband regulations of the nation 
in which the goods are loc ated. Also excluded would be any goods 
that are shipped illegally or in such a manner as to violate curre ney 

and monetary and customs regulations of foreign nations. 

(2) Insurance may be provided by the Export- Import Bank only 
to the extent that it cannot be obtained on reasonable terms ani 
conditions from companies authorized to do an insurance business jp 
any State of the United States and to the extent that it cannot be 
obtained from any agency of the United States Government. providing 
marine or air war-risk insurance. Coverage against war risks can b 
obtained today from private insurance companies on cargoes shipped 
abroad, while the cargoes are en route to foreign ports. This insur- 
ance provides adequate protection for American shippers during 
peacetime on exported cargoes up to the point of their discharge from 
ocean carriers at foreign ports. In addition to available private 
insurance, Public Law No. 763 of the 81st Congress authorizes the 
Secretary of Commerce to issue war-risk insurance on shipments of 
cargo; and the Maritime Administration is currently setting up such 
a program on a standby basis to be activated upon the outbreak of 
hostilities. The ocean marine underwriters recognize the fact. that 
the United States Government will probably find it necessary to fur- 
nish marine-war-risk-insurance facilities in the event of a third world 
war. Marine-war-risk insurance was made available by the United 
States Government during World War I and World War II. The 
bills authorizing such war-risk insurance for cargoes en route were 
not opposed by American marine-insurance underwriters. It is after 
the arrival of American cargoes at foreign ports that no protection of 
the type eee for in the bill is currently or prospectively available, 
since the Secretary of Commerce is not authorized under the above- 
mentioned law to provide insurance beyond “in transit”? coverage and 
since private companies are unwilling at the present time to assume 
these risks on the goods after they are delivered abroad. In the 
event that private companies are willing to assume these risks on the 
goods after their arrival on reasonable terms and conditions, the 
Export-Import Bank will be precluded from offering competing 
——a e. 

(3) The Export-Import Bank may reinsure in whole or in part any 
private insurance company or may employ such company or group of 
companies to act as its underwriting agency. This will permit the 
bank to call upon the facilities of experienced private insurance com- 
panies or associations to carry out the program. The bank will 
probably find it advisable to utilize the services of private insurance 
companies in administering the insurance program. The compen- 
sation which the bank will pay the private companies will probably 
result in an ultimate cost to the Government less than that which 
would be incurred if the bank had to assume entire operational 
responsibility for the program. Of course, in the utilization of the 
services of private insurance companies, the facilities and services of 
local insurance agents may be included and should be used to the 
maximum extent which the bank shall deem practicable and con- 
sistent with the objective of providing insurance protection at reason- 
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able cost. Participation by the insurance companies through the 
reinsurance provisions would be desirable and it is hoped that the 
private companies will endeavor to work out such a program with 


the bank. 

1) The Export-Import Bank shall from time to time determine 
the terms and conditions under which it will provide insurance. The 
insurance shall be based, insofar as practicable, upon consideration 
of the risk involved. The term of coverage is limited to 1 year 
subject to renewals or extensions from time to time for periods not to 
exceed L year. The bank is empowered to set up the rates charged for 

thisinsurance. The program should be established on a se If-sustaining 
basis for normal operations and with rates high enough that a reserve 
may be accumulated during normal times. It is apparent that any 
arge losses occurring under this program will be concentrated and 
probably will be such that the accumulated reserve will not be ade- 
buate to pay all such losses, and the bank will have to use some or 
all of the $100,000,000 funds. If the rate were fixed upon an actu- 
arial basis, it would probably be necessary to charge prohibitive 
premiums. If this were not true, private insurance companies would 
he writing such policies. It is doubtful that the risks assumed in 
insurance of this type can be evaluated at all on the basis of any 
established actual standards. However, the probable degree of the 
risk assumed by the Government w ould not nec essarily be the same 
in all friendly nations. Nor will it probably. be the same with respect 
to all types of goods and commodities. The rate to be charged for 
the insurance, therefore, can be varied on an equitable if not an actual 
basis. It also will be possible, within limits, to spread the Govern- 
ment’s assumption of risk under the program by avoiding concentrat- 
ing it in one area. The bank is faced with the problem of setting up 
rates that make the program as self-sustaining as possible by building 
up a fund available for payments under claims, but which would not 
' make the insurance so expensive that the objectives of the legislation 
would be defeated. 
' Your committee has confidence that the bank will keep the objec- 
tives of the bill in mind, together with the necessity of a self-sustained 
program in establishing rates. Administrative difficulties may arise 
as a result of the relative broad category of goods eligible for coverage 
under the proposed insurance and the limited funds available as a 
reserve. The bank may find it necessary in the operation of the 
plan, at least in its inception, to limit the coverage made available 
to those commodities and products of which there is normally an 
exportable surplus and which require this type of assistance to be 
exported commercially. Paragraph 4 of subsection (c) as proposed by 
this bill provides the necessary flexibility. 

Section 2 of the bill would amend section 7 of the Export-Import 
Bank Act which relates to the amount of loans and guaranties that 
may be outstanding at any one time. It would provide that these 
limitations shall apply to “Joans, guaranties and insurance”’ instead 
of only “loans and guaranties” as at present. 


AMENDMENT 


The bill was amended by your committee by deleting from the new 
subsection (ec) (1) proposed to be added to section 2 of the Export- 
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Import Bank of 1945, as amended, the words “‘in transit to or.” T))p 
bill as originally worded would authorize the Export-Import Bank 
to insure tangible personal property “‘in transit to or located i) 
friendly foreign country.’ Insofar as it authorizes the bank to p 
vide insurance for goods “‘in transit to” a foreign country it wo 
parallel coverage available from commercial insurance compa: 
and the Department of Commerce. Duplication would be prev: 

by the provisions of paragraph (2) of section 2 (c) of the act as p; 
posed to be amended by the bill, but your committee thought 

to eliminate these words so that there could be no possibilit) 
misunderstanding or ambiguity. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by bill, as report 
are shown as follows (existing law proposed to be omitted is enclose 
in brackets, new matter is printed in italics, existing law in which | 
change is proposed is shown in roman): 


THe Export-Import Bank Act oF 1945, as AMENDED 
ok + * 
SEc. 2. 
* ‘ *« + * * 

(ce) (1) The Export-Import Bank of Washington is further authorized, 
manner and to the extent herein spec ‘fied, to provide insurance in an aggregate 
not in excess of $100,000,000 outstanding at any one time for the benefit of citize 
the United States, including corporations, partnerships, and associations orgar 
and existing under the laws of the United States or any State, district, Territo 
possession thereof, against the risks of loss of or damage to tangible personal proj 
of United States origin which is exported from the United States in commercial inter- 
course and is in transit to or located in any friendly fore’gn country, to the extent t) 
such loss or damage results from hostile or warlike action in time of peace o 
encluding civil war, revolution, rebellion, insurrection, or ciml strife arising the 
or from an order of any government or public authority confiscating, expropriating 
requisitioning such property and to the extent that such property is owned in who 
in part by the assured or constitutes security for financial obligations owed 
assured. 

(2) Insurance may be provided pursuant to this subsection only to the extent 
it cannot be obtained on reasonable terms and conditions from companies autho 
to do an insurance business in any State of the United States and to the extent t) 
tt cannot be obtained from any agency of the United States Government pro 
marine or air war-risk insurance. 

(3) In providing insurance pursuant to this subsection, the Bank may reins 
whole or in part any company authorized to do an insurance business in any « 
of the United States or may employ any such company or group of companies t 
as its underwriting agent in the issuance of such insurance and the adjustment 
claims arising thereunder. 

(4) Subject to the limitations herein provided, the Bank shall from time to 
determine the terms and conditions under which it will provide insurance pursu 
to this subsection: Provided, however, That such insurance shall be based, 
as practicable, upon consideration of the risk involved: And provided furth 
the term of coverage of any such wnsurance shall not exceed one year, subj 
newal or extension from time to time for periods of not exceeding one year as ) 
determined by the Bank. 

* * * * * * 

Sec. 7. The Export-Import Bank of Washington shall not have outsta 
at any one time [loans and guaranties] loans, guaranties, and insurance 
aggregate amount in excess of three and one-half times the authorized ca; 
stock of the Bank. 


\ 








T 
tion 
hav 


men 


l. 
foll 

SE 
ized 
jour! 
othe 
pape 
proe| 
to m 
ices 1 
10) 
com! 
such 

A 
there 
Les8se@) 
tute 


9 


ther 
3. 
ther 





S3p CONGRESS 
[st Session 





JUVENILE DELINQUENCY 


or 


APRIL 27 (legislative day, Aprit 6), 1953.—Ordered to be printed 


Mr. Henprickson, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany S. Res. 89] 


The Committee on the Judiciary, to which was referred the resolu- 
tion (S. Res. 89) to study juvenile delinquency in the United States, 
having considered the same, reports favorably thereon, with amend- 


ments, and recommends that the resolution, as amended, do pass. 


AMENDMENTS 


1. On page 2, line 2, immediately following the period, insert the 
following new paragraphs: 


Sec. 2. The committee, or any duly authorized subcommittee thereof, is author- 
ized to sit and act at such places and times during the sessions, recesses, and ad- 
journed periods of the Senate, to hold such hearings, to require by subpenas or 
otherwise the attendance of such witnesses and the production of such books, 
papers, and documents, to administer such oaths, to take such testimony, to 
procure such printing and binding, and, within the amount appropriated therefor, 
to make such expenditures as it deems advisable. The cost of stenographic serv- 
ices to report hearings of the committee or subcommittee shall not be in excess of 
10 cents per hundred words. Subpenas shall be issued by the chairman of the 
committee or the subcommittee, and may be served by any person designated by 
such chairman. 

A majority of the members of the committee, or duly authorized subeommittee 
thereof, shall constitute a quorum for the transaction of business, except that a 
lesser number to be fixed by the committee, or by such subcommittee, shall consti- 
tute a quorum for the purpose of administering oaths and taking sworn testimony, 


2. On page 2, line 3, strike out the figure “2” and insert in lieu 
thereof the figure ‘‘3’’. 

3. On page 2, line 7, strike out the figure “3” and insert in lieu 
thereof the figure ‘‘4’’. 
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STATEMENT 


The subject of juvenile de ‘linquency is one of ever-increasing concern 
to the welfare of the United States and its ¢ itizens. 

During World War II juvenile delinquency increased tremendoush 

J. Edgar Hoover, Director of the Federal Bureau of Investigation. 
United States Department of Justice, on March 18, 1944, stated to 
the International Council of Religious Education that 


Our Nation is in the throes of an appalling wave of juvenile crime whi, 
threatens to engulf the flower of American manhood. Recent years have see 
vicious battles between the forces of organized crime on one side and the principle 
of honor, respect, and decency on the other. The battleground for this war 
the American home. 


After World War II juvenile delinquency appeared to level off 
In recent years, however, there has been a steady increase in juvenile 
delinquency over the country. 

In the 8ist Congress, 2d session, in answer to questions propounded 
to Mr. Hoover on juvenile delinquency by Senator Kefauver, chair- 
man of the Special Committee To Investigate Organized Crime in 
Interstate Commerce, the following was elicited: 


Question No. 1. Has juvenile delinquency increased in the years 1945 to 1950? 
you can support this with specific statistics, please do so 

The FBI, through an analysis of the fingerprint arrest received by its Identifi- 
cation Division, obtains data concerning the age, sex, race, and previous criminal] 
history of the persons represented. 

Such a compilation is limited to instances of arrests for violations of State 
laws and municipal ordinances. Fingerprint cards representing arrests for viola- 
tions of Federal laws or representing commitments to any type of penal institution 
are excluded from such a study. 

It is to be particularly noted that any tabulation of data by the FBI from 
fingerprint arrest cards is doubtless incomplete and represents an understatement 
in the lower age groups because of the practice of some jurisdictions not to finger- 
print youthful offenders. 

The figures represented by such studies, therefore, must necessarily be con- 
sidered conservative. 

During the past decade, youth has led the criminal army in the United States 
The following tabulation shows the predominating age group among arrested 
persons for that period: 

17 
21 
21 
21 
21 


Arrests of youths have generally leveled off during the postwar period (1945-49) 
although the incidence of crime among young people is still abnormally bigh. 

Arrests of males under 21 increased 10.1 percent in 1945 over 1944 and although 
the arrests of girls under 21 declined 10.6 percent in 1945, the figure still was 
109.3 percent in excess of that for 1941, the last peacetime vear. 

The year 1946 saw arrests of males under 21 increase 1.6 percent over the 
previous year. Although arrests for girls under 21 declined 33.1 percent in 1946, 
the figure for the vear exceeded that for 1941 by 40 percent. 

There was a 10.5 percent increase in 1947 in arrests of males under 21 over the 
figure for 1946, although arrests of girls in the same age group declined 6.6 percent. 
Compared with 1941, however, arrests of males under increased 4.1 percent and 
arrests of females under 21 increased 30.8 percent during 1947. 

During 1948 arrests of males under 21 decreased 0.9 percent compared with th« 
previous year and arrests of females in this age group declined 7.6 percent 
However, when compared with 1941, arrests of boys under 21 showed an increas 
of 3.1 percent and arrests of girls increased 20.9 percent. 

There was a 2.1 percent increase in arrests of males under 21 for the year 1949 
over 1948, although arrests of females in the same age group declined 4.6 percent 
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ared with figures for 1941, however, arrests of males under 21 rose 5.3 
t and female arrests in the same age group increased 15.3 percent. 
he arrest data for 1949 is, of course, the latest available information in this 
nnection in the possession of the FBI at this time. 
It should be noted that arrests of boys and girls under 21 in 1949 were 3 percent 
over the figure for 1945. 


co 


Question No. 2. To what do you attribute this increase if you have stated that there 
"was an increase? 

The basie cause of the high rate of juvenile crime is the lack of a sense of moral 
responsibility among youth. 

[It is certain that if our young people are to have total obedience to the laws of 
the land, a love for the orderly processes of government, and a desire for ethical 
forms of behavior, the strengthening effect of religious training which will instill 
a sense of moral responsibility becomes apparent. The place to start is in the 
family circle. American families are developing the personalities who will de- 
termine what type of society our Nation will have tomorrow. 

It is recognized, of course, that the roots of crime, innumerable and complex, 
are imbedded in our whole culture. The causes of lawlessness among young and 
old alike do not stem from any one source. Seldom, if ever, is a youth inspired 
to waywardness by any one factor. In almost every case the delinquency is a 
result of a combination of forces. Many criminal careers have their beginnings 
in childhood and early youth because of an indifference on the part of the home 
and community to carry out their responsibilities. * * * 


Again, in a statement prepared by Mr. Hoover, entitled ‘The 
Sunday School—Key to Tomorrow,’ which appeared in the Sunday 
School Times of May 5, 1951, published by the Sunday School Times 
Co., of Philadelphia, the following is stated: 


Crime is on the march in America. Day after day, vear after vear, the appall- 
ing tide of criminality continues to rise. Crime in 1950 surpassed even the 
shocking record of 1949, a serious offense occurring on the average of every 18 
seconds. And young America still makes its alarming contribution to the sum. 
During 1950, 14.9 percent of all persons arrested and fingerprinted were under 
21 years of age. This undoubtedly is a conservative figure, since many juris- 
dictions as a matter of practice do not fingerprint youthful offenders. 

* * * * * * + 


The moral destiny of our Nation is in the hands of our young people. They 
represent our greatest hope—our key to tomorrow. We need only refer to current 
statistics on juvenile crime to see that this hope is by no means being fully realized 
The general moral atmosphere, including lack of respect for divine law, certainly 
finds expression in contempt for man-made law; and, from cold statistics, we must 
conclude that our young people exhibit more than a proportionate share of that 
contempt. 

As I have emphasized time and again, the crime problem today remains esse- 
tially a youth problem. During 1950 more persons 21 years of age were arrested 
and fingerprinted than in any other age group. In addition, 54.1 percent of the 
robberies, 61.6 percent of the burglaries, 45.4 percent of the larcenies, and 67.3 
percent of the auto thefts were charged against persons less than 25 years of age. 

We must build our house upon a stronger structure than these crime figures 
evidence if we are to hope that our youth may become the adult leaders of our 
Nation’s return to religion and morality. We must instill in our young people a 
respect for the moral law and a consciousness of what an abandonment of Christian 
principles must Mean in terms of national decadence and spiritual despair. * * * 


_Mr. Hoover, on the subject of You Versus Crime, printed in the 
November 1952 issue of The Rotarian, stated as follows: 


Today we are forced to face the plain fact that the overall pattern has not been 
changed. Crime continues unabated. The Uniform Crime Reports compiled by 
the FBI and based on data submitted by local police departments throughout the 
United States reflected a 6.4 percent nationwide increase in crime during the first 
half of 1952, as compared with the same period in 1951. More than 1 million major 
crimes occurred during the pertinent 6-month period. 

These facts are shocking, but the truly tragic aspect of the criminal statistics is 
reflected in the data on youthful offenders. Even the figures do not give the full 





4 JUVENILE DELINQUENCY 


picture, for these data are based on fingerprint-arrest records. Such records are 
incomplete, inasmuch as certain jurisdictions do not fingerprint youthful offender, 

The FBI examined 423,214 fingerprint arrest records during the first half o¢ 
1952 to obtain age, sex, race, and criminal-history data. Persons under 2) 
represented more than 30 percent of the 95,600 persons arrested for crimes avainst 
property. Of the 2,060 15-year-old boys and girls arrested during the pertinent 
6-month period of 1952, 401 (19.5 percent) had prior fingerprint records. Forty. 
four and nine-tenths percent of the 12,955 young people in the age-20 bracket who 
were arrested during the same period had prior fingerprint records. 


1 


Referring to the latest document on the subject, Uniform Crime 
Reports, issued by the Department of Justice in its semiannual 
bulletin of 1952, at page 64, the following is stated: 


Persons less than 21 years of age represented over 30 percent (28,785) of the 
95,600 persons arrested for crimes against property during the first half of 1952, 
Although only 29.4 percent of all persons arrested were less than 25 years of ay: 
these same individuals numbered 55.1 percent of all persons charged with robbery 
60.2 percent of those charged with burglary, 43.4 percent of those charged with 
larceny, and 69.4 percent of those charged with auto theft. Persons under 25 
years of age represented approximately one-half of all persons arrested for crimes 
against property during the first 6 months of 1952. 


This same report, at page 67, shows the following table: 


Age groups reflecting the largest number of arrests for males and females 
combined, are as follows: 


Age: 


, 040 
, o05 
> 246 
, 040 


delinquency is one to which the Congress should give its attention. 

In a survey made by the Associated Press in 1953, the most recent 
findings made, it is stated that about a million children get into 
trouble with the police each year and if the total increases only in 
proportion to the child population, police will have to handle 1,420,000 
child cases in 1960. If the increase in rate of juvenile delinquency 
continues, the total cases in 1960 will be much greater. 

In a joint statement prepared by Senator Robert C. Hendrickson, 
Republican of New Jersey, and Senator Estes Kefauver, Democrat of 
Tennessee, they aptly said: 


While it is important to protect the public from the confirmed criminal, it is 
even more important to prevent the juvenile delinquent of today from becoming 
the confirmed criminal of tomorrow. 

Very few of these hardened criminals, who have spent a lifetime in crime can 
be reformed, but they might have been prevented from becoming criminals in 
the first place, if society had the knowledge and tools to deal with them in their 
early years. 

It is important that we get at and understand the roots of this problem, the 
sociological reasons for juvenile delinquency, in order to prevent the development 
of new gangs every generation. 

To root that problem out at its core; to alert local authorities to the methods of 
combating this evil, and where those methods might be falling short; to establish 
the menace firmly in the public mind for the problem it is, constitute part. of the 
scope of this study. 

It is more than a comprehensive call to the local levels of law enforcement and 
the social agencies living with this national disaster. It is a call to the parents 
the heart of the family, who surely live with the problem, but who so frequent|) 
neither understand it nor know how to combat it. 
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Some progress in adjusting juvenile delinquents to society has been made 
under the Youth Correction Act. What is being done—and gaps that at present 
exist in this field—will be a subject embraced in this inquiry. 

The sum sought for the committee in this resolution will enable 
the committee to study the subject of juvenile delinquency, inter- 
view and interrogate witnesses, and carry out the intent and aim of 
the resolution. 

After a study of the documents herein referred to, together with 
other material appearing in the committee file, it is the opinion of 
the committee that a definite need exists for an investigation and 
complete study of juvenile delinquency in the United States. The 
committee therefore recommends that the resolution, Senate Reso- 
lution 89, be agreed to. 0 
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FIFTIETH ANNIVERSARY YEAR OF CONTROLLED 
POWERED FLIGHT 


APRIL 27 (legislative day, APRIL 6), 1958.—Ordered to be printed 


r. Smiru of North Carolina, from the Committee on the Judiciary, 
submitted the following 


REPORT 


[To accompany 8S. J. Res. 42] 


* The Committee on the Judiciary, to which was referred the resolu- 
tion (S. J. Res. 42) to provide for proper participation by the United 
States Government in a national celebration of the 50th anniversary 
vear of controlled powered flight occurring during the year from Decem- 
ber 17, 1952, to December 17, 1953, having considered the same, re- 
ports favorably thereon, without amendment, and recommends that 
the joint resolution do pass. 
PURPOSE 


The purpose of the joint resolution is to provde for proper participa- 
tion by the United States Government in a national celebration of the 
50th anniversary of powered flight and to declare the period from 
December 17, 1952, to December 17, 1953, as the 50th anniversary 
year of controlled powered flight. 


STATEMENT 


On December 17, 1903, Orville and Wilbur Wright of Dayton, Ohio, 
made the world’s first successful controlled power flight in a heavier- 
than-air craft at Kitty Hawk, N. C. The 50th anniversary of that 
flight occurs this year. 

In anticipation of the commemoration of the first flight of the 
Wright brothers, American industry, commerce, organizational and 
civil. groups formulated plans for a year-long series of programs, cere- 
monies and special events. Planned on an around-the-calendar basis 
in every section of the country, these activities commemorate the 
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significant highlights of aircraft and aviation progress during the past 
50 years. These celebrations emphasize the tremendous impact of 
this first one-half century of powered flight on national and world 
progress, its vital and vast contributions to the life of the Nation and 
to the daily life of every individual in the Nation. 

The objectives of the program are: 

To encourage national tribute to the Wright brothers and 
the pioneers of aviation; 

To fix firmly in the public mind an appreciation of the great 
contributions of aviation to civilization and human welfare: 

To increase public appreciation and support for air power, 
both as our first line of defense and our hope of world peace; 

To contribute in every way to the further advancement of 
all branches of aviation through public understanding and 
support; 

To encourage air travel, air commerce and more private 
flying; 

To stimulate education and interest of youth in career 
opportunities in aviation, especially engineering and operations: 

To stimulate interest of youth in military aviation, both for 
patriotic and career motives; and 

To identify and clarify the problems and obstacles hindering 
the progress of both civil and military aviation. 

A national committee under the chairmanship of Lt. Gen. James H. 
Doolittle has been organized to stimulate and guide the national 
program. ‘The program has a general endorsement from the Presi- 
dent. The Governors of 41 States thus far have signified intention 
to conduct programs in their States, and 25 have set up special 
statewide committees. Six thousand municipalities have received 
detailed outlines for community activities through the Council of 
Mayors and the American Municipal Association. Most of the 
national civil organizations are taking a full-scale interest in the 
observance by urging their State and local groups to participate in 
programs. ‘The national committee bespeaks the interest in the 
program by outstanding Americans. The Postmaster General has 
recognized the occasion by approving issuance of a commemorative 
stamp on May 29. 

The committee believes that passage of the joint resolution calling 
on government and the public at all levels to participate in this anni- 
versary celebration would provide a kind of approbation which is 
necessary to make the occasion a full success. 

The wholehearted interest of Congress, such as the proposed joint 
resolution signifies, would stimulate all kinds of energy and enthusiasm 
among the many groups working in the program. Tt would show the 
nations of the world that the United States is proud of the accomplish- 
ments its private enterprise system has brought in the field of 
aeronautics. 

The committee believes that this resolution has a merito1ious pur- 
pose and therefore recommends favorable consideration of Senate 
Joint Resolution 42. 

O 
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ANNY DEL CURTO 
UNIV. OF MICH. 


rAAY F 
Aprit 27 (legislative day, Aprit 6), 1953.—Ordered to ‘Be Y inteds 53 


LAW LIBRARY 


Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


To accompany S. 52 
pany 


The Committee on the Judiciary, to which was referred the bill 
(S. 52) for the relief of Anny Del Curto, having considered the same, 
a favorably thereon without amendment and recommends that 
the bill do pass. 

PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Anny Del Curto. The bill provides for the 
pavment of the required visa fee. No quota charge is provided for 
in the. bill inasmuch as the beneficiary of the bill is a nonquota 
immigrant. 

STATEMENT OF FACTS 


The beneficiary of the bill is a 31-year-old native and citizen of 
Yugoslavia who first entered the United States in 1949 as a visitor 
and whose last entry was in November 1951, also as a visitor. She 
is presently married to a U nited States citizen and resides with him 
in Reno, Nev. Her mother is a citizen of the United States and 
resides in Santa Cruz, Calif. 

A letter, with attached memorandum, dated April 9, 1953, to the 
chairman of the Senate Committee on the Judiciary from the Com- 
missioner of the Immigration and Naturalization Service with refer- 
ence to the case reads as follows: 





ANNY DEL CURTO 


APRIL 9, 
Hon. Wituram LANGER, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


Dear SeNnaAtTOR: In response to your request of the Department of Justice for 
a report relative to the bill (S. 52) for the relief of Anny Del Curto, there is anneya- 
a memorandum of information from the Immigration and Naturalization Seryjc 
files concerning the beneficiarv. 

The bill would grant the alien permanent residence in the United States 
payment of the required visa fee 

According to the information available, Mrs. Del Curto is the wife of a Unj 
States citizen. Conseouently, she would be entitled to nonauota status j; 
issuance of an immigrant visa, should her husband file a petition in her behalf, g 
provided for in section 205 of the Immigration and Nationality Act. 

Sincerely, 


Commissioner 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATIO\ 
SERVICE Fires RE ANNY Det Currto, BENEFICIARY OF S, 52 


Anny Del Curto, nee Deutsch, was born at Pancevo, Yugoslavia, on November 
{, 1921. She claims to be stateless. She entered the United States severg 
times as a visitor in possession of a Venezuelan passport. The alien first entered 
the United States at New York on February 6, 1949, when she was admitted as a 
visitor for 3 months. Her last entry was effected at Rouses Point, N. Y., 
November 1951, when she was again admitted as a visitor. Her authorized sta) 
expired on March 1, 1952. 

Mrs. Del Curto has been married twice. She was married for the first time or 
September 12, 1946, to Sloman Oesterreicher, at Arad, Rumania. Thereafter shy 
went to Venezuela and, in 1949, settled in Canada with her husband. In 195! 
after admission to the United States as a visitor, she established a residence at 
Reno, Nev., for divorce purposes, and received a final decree on February 14, 1952 
She was supported by Mr. Oesterreicher up to the time of divorce. Following 
her divorce she was employed for several months at the Bank of America 
San Francisco. 

According to information recently received, she was married a second time or 
November 29, 1952, to Angelo William Del Curto, a citizen of the United States 
who was born at Reno, Nev. He is a real estate and insurance agent in Reno 
Mr. and Mrs. Del Curto have their home in that city. 

Mrs. Del Curto’s father died in 1941. Her mother is now married to one 
Oscar M. Cass and lives with him in Santa Cruz, Calif. 


Senator Pat McCarran, the author of the bill, has submitted the 
following affidavits in support of the bill: 


AFFIDAVIT 
STATE OF CALIFORNIA, 
Cty and County of San Francisco, ss: 

Anny Oesterreicher, being duly sworn, upon her oath deposes and says: 

I. That during World War II, your affiant lived in Hungary and Yugoslavia 
and during said time your affiant and her immediate family were subject to 
continuous Nazi persecution, your affiant’s father, Joseph Deutsch, having been 
put to death by members of the German Nazi organization. 

II. That the experience related in the paragraph next above has undermined 
the general health of your affiant. 

III. That your affiant’s parents, Mr. Osear M. Cass, your affiant’s stepfather, 
and Mrs. Elizabeth Cass, your affiant’s natural mother, are naturalized citizens 
of the United States of America and reside at 924 Third Street, Santa Cruz, Calif 

IV. That vour affiant’s parents designated in the paragraph next above are 
elderly, infirm, and in need of the affection and care of your affiant. 

V. That your affiant is an intelligent person; that your affiant has had an exten- 
sive formal e ucation; that your affiant has traveled extensively in numerous 
foreign countries; and that your affiant has a fluent command of and speaks 
eight languages. 

VI. That your affiant is vitally interested in the democratic form of govern- 
ment and the United States of America. 
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VII. That if allowed to remain and become a citizen, your affiant will contrib- 
n every way possible toward the welfare of the United States and the people 
3 country. 
ANNY OESTERREICHER. 


Subscribed and sworn to before me this Ist day of April 1952. 


SEAL] , 
Epiru Via, 
Votary Public in and for the City and County of San Francisco, State of California. 


\My commission expires: September 3, 1952. 


AFFIDAVIT 
SraTE OF CALIFORNIA, 
County of Santa Cruz, ss: 

Oscar M. Cass, being duly sworn, upon his oath deposes and says: 

|. That your affiant is the step-father of Anny Oesterreicher. 

[1. That your affiant is a naturalized citizen of the United States of America 

lil. That your affiant has known Anny O6esterreicher since the 12th day of 
March 1949 and that your affiant knows Anny Oéesterreicher to be a person of 
good character. 

IV. That Anny Oesterreicher has an extensive formal education; that she has 
traveled widely and in many foreign countries; and that she speaks eight languages. 

V. That Anny Oesterreicher is vitally interested in and highly favors the demo- 
cratic form of government of this country and has a sincere desire to remain here 
and beeome a citizen of the United States of America. 

[SEAL] Oscar M. Cass 


Subscribed and sworn to before me this 3d day of April 1952. 
SAMUEL CLAIR ELLER 
Notary Public in and for the County of Santa Cruz, State of California. 


My commission expires December 7, 1953. 


AFFIDAVIT 
State oF NEw York, 
County of New York, ss: 

Max Sokal, being duly sworn, upon his oath deposes and says 

I. That vour affiant is a naturalized citizen of the United States of America. 

I]. That your affiant has been counsel of Anny Oéesterreicher’s family for 
several vears and has known Anny Oe6esterreicher since the day of June 
1946, and knows her to be a person of good character. 

Ill. That Anny Oesterreicher has an extensive formal education, has traveled 
widely in-manvy foreign countries and speaks eight languages. 

IV. That Anny O6esterreicher is vitally interested in and highly favors the 
democratic form of government of this country and has a sincere desire to remait 
here and become a citizen of the United States of America. 

Max Soka 

Subscribed and sworn to before me this 2d day of April 1952. 


[SEAL] GERALD G. BERNHEIMER, 
Notary Public. 
My commission expires March 30, 1953 


AFFIDAVIT 
State oF NEVADA, 
County of Washoe, ss: 

Clel Georgetta, being duly sworn, upon his oath, deposes and says: 

I. That your affiant is a natural-born citizen of the United States of America. 

Il. That your affiant has been acquainted with Anny Oesterreicher since on or 
about the 15th day of September 1949, and knows her to be a person of good 
character. 
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III. That it has come to the attention of your affiant that during the time your 
affiant has known Anny Oesterreicher, she has frequently reflected a vital interest 
in becoming a citizen of the United States-of America. 

CLEL GEORGETTA. 

Subscribed and sworn to before me this 26th day of April 1952. 

[sEAL] Mivprep McCulistion, 

Notary Public in and for the County of Washoe, State of Nevada, 


My commission expires August 10, 1955. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 52) should be enacted. 


O 
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TONI ANNE SIMMONS (HITOMI URASAKT) 


APRIL 27 (legislative day, Aprit 6), 1953.—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted 
the following 
* . 
REPORT 
(To accompany &. 193] 


The Committee on the Judiciary, to which was referred the bill 
(S. 193) for the relief of Toni Anne Simmons (Hitomi Urasaki), hav- 
ing considered the same, reports favorably thereon without amend- 
ment and recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant to the minor child to be adopted 
by citizens of the United States the status of a nonquota immigrant 
which is the status normally enjoyed by the alien minor chil lren of 
United States citizens. 


STATEMENT OF FACTS 


The beneficiary of the bill is a minor half-Japanese child presently 
in the custody of Sgt. and Mrs. Max L. Simmons, who are citizens of 
the United States presently in Japan where Sergeant Simmons is on 
duty with our Armed Forces. 

Senator Arthur V. Watkins, the author of the bill has submitted 
a number of letters and documents in support of the bill, among 
which are the following: 





TONTL ANNE SIMMONS HITOMI URASAKI 


DirTacHMENT ArRMy MepicaL Servict 
Unitep Svrates Army Hospirat, 
SO41st Army Uy 
APO 27, December 17, 1: 
Re: Request for private legislation for relief of Hitomi Urasaki, minor chi 
custody for SFC and Mrs. Max L. Simmons 
Hon. Arruur V. WartkINs 
senate Office Bua ding, Washington 25, D ( 


Dear SENATOR Watkins: My wife and I desire to take a half-Americat 
Japanese child to the United States as an adopted daughter. Papers hav: 
submitted to Japanese authorities for legal adoption of the child under Japa 
law I have been informed by the legal assistance officer of the Camp M 
area that certain information is necessary to permit one to introduce a pri 
bill for the entry into the United States of Toni Anne Simmons, formerly 
Hitomi Urasaki, the half-American girl mentioned above now in our custody 

For vour information and assistance in submitting this private legislation, | 
find enclosed: 

1. Release from childrens’ welfare clinic, Sasebo Citv Nagasaki Prefecture 

2. Medical certificate of the United States Army Hospital, 8041st Army 
APO 27, showing the child is free from communicable diseases or mental or phys 
eal defects 

3. Certificate from the responsible finance officer, Maj W. I. Grandjea: 
Finance Disbursing Section, APO 27, showing my monthly income. 

1. Picture of my wife, myself, and Toni Anne Simmons, born July 26, 1952 

5. Letter of character ratings from Capt. Elmer S. Bellinger, Ist Lt. Frederick 
G. Knox, and Ist Lt. Kenneth C, Karnes, all of the United States Army Hospita 
SO04Ist Army Unit, APO 27. 

6. List of names and addresses of my and my wife’s family, and names of thre: 
friends in the United States who are familiar with our background for use by ¢} 
Immigration authorities 

In view of the fact that my wife and T return to the United States in April 195 
any effort to introduce this request into legislation so that we may take the « 
ome with us will be greatly appreciated. 

Thanking vou for your kind cooperation and assistance in this matter 

Sineerely vours, 


Ca 


Max IL. Simmons 
Sergeant First Class, RA1901014 
Six enclosures: As stated above 


CERTIPICATI 
December 10, 19 
This is to certify that Hitomi Urasaki who is a daughter of Kimiko Urasak 
has been given to Sfc. and Mrs. Max C. Simmons as their adopted daughter wit! 
Kimiko Urasaki’s approval 
Murase YOsSAkt, 
Chief of Children’s Consultation Office, Sasebo, Kyushu, Japar 
Witness: 
HaARoup Smith, 
First Lieutenant, MSC USAH, 8041st Al 
Translated by Hisako Tominaga. 


Ovut-PaTIENT CLINIC, 
Unirep States Army HospItat, 
8041st Army UNIT, 
APO 27, December 8, 1952 
CERTIFICATE 


This is to certify that Toni Ann (Simmons) has been examined at this hospital 
and found to be free from contagious diseases. Cardiolipin floc test was negative 
Chest X-ray was negative. Feces exam was negative. No evidence of mental 
retardation. 

Invinc M. MULLER, 
Captain, Medical Corps 





TON!I ANNE SIMMONS HITOMI URASAKI 


CERTIFICATI 
DecemMBER 8, 1952 
It May Concern 
undersigned, hereby certify that the total gross income of Sfe. Max L. 
ns, RA19010144, USAH, 8041st Army Unit, APO 27 is $293.89 
idition to the above, he is occupying Government quarters on a rent-free 
ch quarters would have a value of $77.10 per month if he was not oecupy- 


W. I. GRANDJEAN, 
Vajo ; Finance Officer 


committee, after consideration of all the facts in the case, is 
opinion that the bill (S. 193) should be enacted. 
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JIMY OKUDA 


Apri. 27 (legislative day, Aprit 6), 1953.—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


(To accompany 8S. 207) 


The Committee on the Judiciary, to which was referred the bill 
(S. 207) for the relief of Jimy Okuda, having considered the same, 
reports favorably thereon without amendment and recommends that 
the bill do pass. 

PURPOSE OF THE BILL 


The purpose of the bill is to grant to the minor child adopted by 
citizens of the United States the status of a nonquota immigrant 
which is the status normally enjoyed by the alien minor children of 
United States citizens. 

STATEMENT OF FACTS 


The beneficiary of the bill was born in Japan on March 2, 1951, of a 
Japanese mother and an American father. The child has been 
adopted by M. Sgt. and Mrs. Melvin C. Nietzel, who are United 
States citizens presently in Japan where Sergeant Nietzel is on duty 
with our Armed Forces. 

Senator Hubert H. Humphrey, the author of the bill, has submitted 
a number of letters and documents in support of the bill, among which 
are the following: 

UNITED States SENATE, 
March 138, 1953. 
Re: Okuda, Jimy, S. 207. 
Hon. WrttramM LANGER, 
Chairman, Senate Committee on the Judiciary, 
United States Senate, Washington 25, D. C. 

Dear Brit: At the beginning of this 83d Congress, I introduced a private 
bill for the above alien orphan child upon the request of his adoptive parents, 
M. Sgt. and Mrs. Melvin c. Nietzel. 
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Sergeant Nietzel is presently serving in the Armed Forces of the United States 
and is stationed in the Far Fast. He and his wife have adopted this child under 
the laws of Japan, which is attested to by the attached copy of judgment, and 
wish to provide for its entry into the United States for permanent residence and 
subsequent legal adoption under the applicable laws of the State of Minnesota. 

I have just been informed by the sergeant that his tour of duty abroad is dye 
to end on the Ist of July, 1953, at which time he will be rotated back to the 
United States. For that reason, I am writing to request your committee give 
as early consideration to this legislation as possible. Related information and 
documents are herewith attached. 

Sincerely yours, 
Huspert H. Humpurery, 

Enclosures. 

818Iist AU, Y. O. D., 
APO 503, Care of Postmaster, San Francisco, Calif 
Re: Request for private legislation for relief of Jimy Okuda, minor child, in cus- 
tody of M. Sgt. Melvin C. Nietzel. 
Hon. Hunert H. Humpureey, 
United States Senator, Senate Office Building, 
Washington 25, D. C. 

DeAR SENATOR HumpurREY: My wife and I desire to take a half-American, 
half-Japanese child to the United States. We have already adopted said child 
under the laws of Japan. We are permanently domiciled at 7333 Pillesbury 
Avenue, South Minneapolis, Minn. I have been informed by the legal assist- 
ance office in this command that certain information is necessary to permit you 
to introduce a private bill for the entry into the United States of Carl Melvin 
Nietzel, formerly called Jimy Okuda, the half-American boy mentioned above 
now in our custody. 

For your information and assistance in submitting this private legislation, please 
find enclosed: 

1. Writ of final adoption. 

2. Medical certificate of the United States Army Hospital, 8168th Arm: 
Unit, APO 503, showing the child is free from communicable diseases or 
mental or physical defects. 

3. Certificate from my commanding officer, Capt. Daniel R. Dawson, 
818ist Army Unit, APO 503. 

4, Picture of my wife, myself, and Jimy Okuda, born March 2, 1951. 

5. Letter, character reference, from Capt. Daniel R. Dawson, 8181st Army 
Unit, APO 503. 

6. Letter, character reference, from Capt. Marshall F. Hollis, Headquarters 
Company, 229th Ordnance Base Depot, APO 503. 

7. Letter, character reference, from W. O. (jg) Henry J. DeGroot, 818Ist 
Army Unit, APO 503. 

8. Completed DD Forms 398, statement of personal history, for my wife 
and myself. 

IT am a veteran of both World War II and the Korean conflict. At present my 
wife and I have one child, a daughter, and are unable to have another child, which 
we desire greatly. I am due to return to the United States on or about July |! 
1953, on rotation. During the time I have served on my current overseas tour 
my father has died and I feel that I should return to my mother's side at the earliest 
possible moment. Due to this, would it be possible to enact the necessary legisla- 
tion for the admittance of my foster child to the United States by July 1, 1953? 

Enclosed is a book of air-mail stamps to speed any further communications 
between us, 

Sineercly, 

ME vin C. Nietze1, 
Master Sergeant, Mess Steward 





JIMY OKUDA 


JUDGMENT 


Plaintiff: MSgt. Melvin C. Nietzel. 

Permanent domicile: 7333 Pillesbury Avenue, South Minneapolis, Minnesota, 
merica. 
; ‘Temporary residence: 115-B, Number 1 area, Yokohama. 

Plaintiff: Mrs. Lorriane D. Nietzel. 

Permanent domicile: Same as Melvin C. Nietzel. 

Temporary residence: Same as Melvin C. Nietzel. 

Opposite party: Jimy Okuda. 

Permanent domicile: No. 27 Nishi Sanban-cho Toyama-shi. 

lemporary residence: 115-B, Number 1 area, Yokohama. 

The Judge of the Domestic Relations Court accepts plea contained in the 1952 
Domestic Relations Court Case No. 4374 between the two parties of the suit as 
just and proper, and renders the following judgement. 


TEXT 
I — ———., Judge of the Domestic Relations Court, decree that plaintiff 
adopt Jmiy Okuda was born 2 March 1951 of No. 126 l-chome Fujidana-cho 
Nishi-ku Yokohama-shi. 


27 NOVEMBER 1952, 
YasuToki Kikuzawa, 

Domestic Relations Court Judge, 

Yokohama Domestic Relations Court. 


I certify that the above document is a true copy. 
27 NoVEMBER 1952, 
Yukio YosuHIDA, 
Assistant Court Clerk, 
Yokohama Domestic Relations Court. 


[SEAL] 


CERTIFICATE 
HEADQUARTERS UNITED States Army HospIrTAt, 


8168tH Army UNIT, 
APO 5038, December 9, 1952. 
Jimmy Nietzel, age 20 months, dependent of M. Sgt. Melvin Nietzel RA203125, 
818ist Army Unit, APO 503, was examined for adoption and found to be free 
from communicable diseases and apparently mentally adequate for age. 
SHELDON W. Josepr, 
Captain, Marine Corps, Chief, Women’s and Children’s Clinic. 
Approved: 
Hopart D. BEeLKNapP, 
Colonel, Marine Corps, Commanding. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 207) should be enacted. 


Cc) 
<2 








UNIV. Or 


t 


t ’ {ICEL 


MAY4 jog, Calendar No. 181 


33p CONGRESS LAW EN ATT 
Ist Session t LIBRAR 


© ( Report 
r 


t 


y 


‘KEIKO TASHIRO 


Aprit 27 (legislative day, Aprit 6), 1953.—-Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 
|To accompany S. 226] 


The Committee on the Judiciary, to which was referred the bill 
S. 226) for the relief of Keiko Tashiro, having considered the same, 
reports favorably thereon without amendment and recommends that 
the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant to the minor child to be adopted 
by citizens of the United States the status of a nonquota immigrant 
which is the status normally enjoyed by the alien minor children of 
United States citizens. 

STATEMENT OF FACTS 


The beneficiary of the bill was born in Japan on September 14, 1948, 
and is presently living in Japan with her mother and five older brothers 
and sisters. The child is to be adopted by her aunt and uncle, Mr. 
and Mrs. Juro Yoshioka, of Seattle, Wash., who are citizens of the 
United States. 

Senator Henrv M. Jackson, the author of the bill, has submitted 
to the Senate Committee on the Judiciary the following information 
which was submitted in support of a bill, H. R. 5921, which was 
introduced in the House of Representatives in the 82d Congress: 
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KEIKO TASHIRO 


CONGRESS OF THE UNITED STATES, 
House OF REPRESENTATIVES, 
Washington, D. C., March 13. 
Hon. EMANUEL CELLER, 
Chairman, Judiciary Committee, 
House of Representatives, Washington, D. C. 


Deark Mr. Cevver: I am enclosing supporting material in behalf of H. R. 599] 
a bill for the relief of Keiko Tashiro. 

I believe that these affidavits are self-explanatory and consequently wil! not 
go into lengthy detail. I would like to say, however, that I feel this is a very 
worth while and deserving case. This Japanese girl would be able to lead a usefy 
happy life with her aunt and uncle here in America who are financially able to 
care for her, and in addition would afford her an opportunity of enjoving and 
eventually assimilating the civie virtues inherent to a political system based o; 
liberty and democracy. 

I respectfully request that every proper consideration be given to this bill and 
hope that early action may be possible. If additional information is required 
by the committee, I shall be happy to furnish it. 

Sincerely yours, 
Henry M. Jackson, M. C, 


AFFIDAVIT 
STatE OF WASHINGTON, 
County of King, ss: 

Juro and Shizuko Yoshioka, being first duly sworn, on oath depose and say: 

We have read the document dated February 5, 1952, entitled “Statement of 
Facts in Support of H. R. 5921,”’ know the contents thereof and believe that all 
statements contained therein are true and correct. 

We were married on December 8, 1935, at Tacoma, Wash., and have no childrer 
of our own. In 1950 we adopted a baby boy, Martin Ray, of Japanese ancestry 
through the Washington Children’s Home Society, the leading adoption agency 
in the State of Washington. Martin Ray, whose second birthday was on February 
24, 1952, is the same to us as if he were our own. He is a happy and healthy child 
who would be a perfect playmate of Keiko, who is now 35 years old. 

Last year Keiko’s father, who was affiant wife’s brother, died, leaving a widow 
and six children, the youngest of whom is Keiko. Affiant wife’s father is now 
temporarily in Japan assisting Keiko’s mother to get back on her feet, financially 
and physically. However, it is doubtful whether her physical and _ financial 
rehabilitation can reach a point where she can take care of all of her children 
According she has asked us to adopt Keiko since if we do not it is altogether 
possible that the child will have to be placed in an institution. 

We are most desirous of adopting Keiko and making her a part of our family 
and have the financial means to insure that she will receive the best of care and 
education. We own our own three-bedroom house and Keiko could have a room 
of her own. We are both graduates of the University of Washington and hope 
that Martin Ray and Keiko can follow in our footsteps at the university. Ws 
earnestly request that Congress and the President enact H. R. 5921 so that Keiko 
may be admitted to the United States 

We have attached to this affidavit a financial statement which is true and 
correct in all respects. 

JurRO YOSHIOKA. 
SHizuko YOsHIOKA, 


Subscribed and sworn to before me this 28th day of February 1952. 


[SEAL] Ricuarp 8. Wuire, 
Notary Public in and for the State of Washington, Residing at Seattle. 
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FINANCIAL STATEMENT OF JURO AND SHIZUKO YOSHIOKA 
ASSETS 


1. Cash in Seattle-First National Bank, International Branch $5, 550. 00 
Stocks and bonds 300. 00 
Real estate: Home at 2602 21st Ave. South, Seattle (lots 6 and 7, 

block 6, Hanford’s addition to city of Seattle) (property was 

appraised at this figure 1 year ago 2, 000. 00 
teal-estate contract: The Yoshiokas are pruchasing on real-estate 

contract a % interest in the Triangle Bldg., which houses the 

fashiro Hardware Co. and other stores. The other \% interest 

is being purchased by Daiichi Yoshioka, Mr. Yoshioka’s brother 

The total purchase price is $75,000. $35,000 was paid down 

and with payments since made the Yoshioka’s 4 equity is 

approximately 000. 00 
\utomobiles—1950 Buick and 1948 Chevrolet truck__-_ -_- 200. 00 
Merchandise inventory, Tashiro Hardware Co 000. 00 


Total assets _ - 7 88, 000. 00 


LIABILITIES 


\ccounts and bills payable errr 
[rust receipts (General Electric Credit Corp.) -- . 1,200. 00 
Total liabilities _ __ . E 1, 700. 00 


Net worth —_- 83, 300. 00 


Acai 
STATEMENT OF Facts IN Support or H. R. 5921 


Keiko Tashiro, whose immigration is the subject of H. R. 5921, was born on 
September 14, 1948, the sixth and voungest child of Seisuke and Chieko Tashiro 
She is now living with her mother and five older brothers and sisters at Asahi- 
machi, Hamada, Shimane Prefecture, Japan. Keiko’s father died on February 
10,1951. Her mother is in broken health and severely straitened financial cir- 
cumstanees. Since the death of her husband she cannot support herself and her 
six children 

Because of her circumstances, Keiko’s mother is anxious that Keiko be adopted 
by her aunt and uncle, Juro and Shizuko Yoshioka, 2602 Twenty-first Avenue 
South, Seattle, Wash. Mrs. Yoshioka, whose maiden name was Shizuko Tashiro, 
s the sister of Keiko’s late father. The closest family relationship exists between 
the Japanese and Ameriean branches of the Tashiro family, and Kanjiro Tashiro, 
Keiko’s paterna! grandfather and father of Mrs. Yoshioka, is presently on a 
temporary visit to Hamada to attempt to help his daughter-in-law and grand- 
children in their present plight 

Mr. and Mrs. Yoshioka are both American citizens. Mr. Yoshioka was born 
n Fife, Wash., on August 21,1910. Mrs. Yoshioka was born in Seattle, Wash., 
m May 25, 1909. Mr. and Mrs. Yoshioka graduated as classmates from the 
University of Washington in 1933. They were married in Tacoma, Wash., on 
December 8, 1935. They do not have any children of their own, but recently 
egally adopted a baby of Japanese ancestry, Whom they have named Martin Ray 
Yoshioka. This baby boy was born on February 24, 1950. In addition to this 
new habv brother, Keiko would have as cousins the seven children of Mr. Yoshio- 
ka’s brother, Daiichi Yoshioka, of Fife, Wash. 

Martin Ray was adoptea by the Yoshiokas through the Washington Children’s 
Home, a Community Chest agency and perhaps the leading adoption agency in 
Washington. That agency made an exhaustive investigation of the Yoshiokas as 
adoptive parents at the time they applied to adopt a child through the agency. 
The home’s approval of the Yoshiokas’ application is proof that, if H. R. 5921 
were enacted into law, Keiko would have adoptive parents of the highest caliber. 

Mr. and Mrs. Yoshioka are owners of the Tashiro Hardware Co., 109 Prefon- 
taine Place, in downtown Seattle. This business was founded in 1918 by Kanjiro 
Tashiro, Mrs. Yoshioka’s father, and has been operated continuously, except for 
the war period, by the family since that time. The Yoshiokas, through their long 
and continuous business operation in Seattle, are well known in the Seattle busi- 
ness community. There is attached to this statement a letter written by Mr. 
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Arn S. Allen, vice president of the Seattle Hardware Co., one of the Northwest 
leading wholesale hardware concerns. 

Mr. and Mrs. Yoshioka own their own three-bedroom home at 2602 21st A, 
South in Seattle. They are also purchasing on real-estate contract a one-h; 
interest in the Triangle Building, which houses the Tashiro Hardware Co. The 
other half interest is being purchased by Mr. Daiichi Yoshika, Mr. Yoshioka’s 
brother. At present the Yoshioka’s equity in the Triangle Building is approxi- 
mately $18,000. 


Fesruary 5, 1952. 


SEATTLE HARDWARE Co., 
Seattle, January 16, 19 
To Whom It May Concern: 

This letter was written in support of the request of Mr. and Mrs. Juro Yos 
for permission to adopt a 3-year-old daughter of Mrs. Yoshioka’s brother, former|, 
a resident of Japan and now deceased. 

Mr. and Mrs. Yoshioka have been known to us personally and through bu 
connections for many years, and we are pleased to recommend them as peopl: 
unquestioned moral standards, and financially able to discharge any commit 
which they might make. 

Businesswise they, together with Mrs. Yoshioka’s father and mother, Mr. and 
Mrs. K. Tashiro, operate the Tashiro Hardware Co. here in Seattle. Our busi: 
experience with them extends back over many vears, and though their dollar 
volume runs into substantially four figures annually they never failed to meet their 
obligations promptly. We consider them both personal and business friends of a 
high order. 

It is our understanding that this application will be made in the name of Mrs 
Yoshioka, born Shizuko Tashiro; we recommend its approval as coming wit! 
the public interest in every respect. 

Yours sincerely, 
SEATTLE HARDWARE Co., 
By Arn S. Auien, Vice President 


ee 


AFFIDAVIT 
STATE OF WASHINGTON, 
County of King, ss: 

Rev. Emery E. Andrews, being first duly sworn, on oath deposes and says 
That he is the pastor of the Japanese Baptist Church, 901 East Spruce Street 
Seattle, Wash.; that he has known Juro Yoshioka and his wife, Shizuko (Bille: 
Yoshioka, for approximately 15 years; that they are both of the highest moral 
character and integrity, are devoted to each other and to their adopted son Marty 
and are admired and respected by their neighbors and friends; that in affiant 
opinion they would make excelient adoptive parents for Keiko Tashiro, This 
affidavit is offered in support of H. R. 5921, a bill for the relief of Keiko Tashi 

Emery E. ANDREWS. 

Subscribed and sworn to before me this 28th day of February 1952. 


[SEAL] RicHarp 8. WuHIreE, 
Notary Public in and for the State of Washington, residing at Settle. 


AFFIDAVIT 
STATE OF WASHINGTON, 
County of King ss: 

Amos Floyd Olsen, being first duly sworn, on oath deposes and says: That hi 
resides at 5040 19th Avenue NE., Seattle, Wash., and that he is the manager of 
John P. Herber & Co., Inc., exporters and importo1s, Exchange Building, Seattle, 
Wash. 

That he has known Juro and Shizuko Yoshioka for 19 years; that Mrs. Yoshioka 
worked for Mitsubishi Shoji Kaisha, Ltd., from 1933 until 1941, as affiant’s 
personal secretary; that Mrs. Yoshioka is a very warm, outgoing and intelligent 
woman and would, in affiant’s opinion, make a fine adoptive mother for Keiko 
Tashiro. That in addition to knowing Mrs. Yoshioka through business, affiant 


and his wife have been on the closest personal terms with the Yoshiokas for 
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years and have exchanged family visits frequently. That he is well ac- 
od with the Yoshiokas’ home atmosphere and feels that the Yoshiokas are 
lipped in every way to give Keiko affectionate care and excellent training 
jueation. That in affiant’s opinion the Yoshiokas would make excellent 
yptive parents for Keiko and that this opinion is grounded in part upon the 
jerful manner in which they have taken their adopted son, Marty, into 

e family. 
This affidavit is offered in support of H. R. 5921, a bill for the relief of Keiko 

Tashiro. 


Amos F. OLsEn, 
Subscribed and sworn to before me this 28th day of February 1952. 
{sEAL] : t1IcHARD S. WHitTE, 
Notary Public in and for the State of Washington, Residing at Seattle. 


AFFIDAVIT 
2565 Oaza, KUROKAWA, 
City of Hamada, Shimane Prefecture. 
The said Chieko Tashiro has been raising six children, but because of the death 
her husband, Seisuke Tashiro, on February 10, 1951, she is having a difficult 
ime bringing up these children. And to make matters worse, the said Chieko 
[ashiro is now suffering from heart trouble and having greater difficulty mate- 
rially and physically to bring them up. I understand that Mr. Juro Yoshioka 
and his wife, Shizuko, now living at 2602 21st Avenue South, Seattle, Wash., 
have offered to adopt Keiko Tashiro. The mother, Chieko Tashiro, begs to have 
the child adopted for the child’s future welfare and happiness. 
[SEAL] Tosuito OKAMOTO, 
Mayor of Hamada. 
FepruarRy 7, 1952. 
This letter was written on the official stationery of the city and has the mayor’s 
official seal attached to it.) 


In addition, Senator Jackson wrote to the chairman of the Senate 
Committee on the Judiciary as follows: 


UNITED STATES SENATE, 
January 29, 1968. 
Hon. Witu1AM LANGER, 
Chairman, Judiciary Committee, Senate Office Building, 
Washington, 25, D. C. 

Dear SENATOR LANGER: This is with reference to private legislation which I 
have introduced in behalf of Keiko Tashiro (S. 226). 

This measure passed the House of Representatives during the last session of 
Congress, but time did not permit the Senate to act on it before adjournment. 
Enclosed is a copy of the House report on the bill. Original documents are on file 
in the House Judiciary Committee and I shall be happy to obtain them for you if 
vou SO desire. 

I hope that it will be possible for the committee to take action in the near future 
on this matter since there is no controversial issue involved. 

Sincerely yours, 
Henry M. Jackson, U.S. 8. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 226) should be enacted. 


O 
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GEORGIA ANDREWS 


APRIL 27 (legislative day, APRIL 6), 1953.—Ordered to be printed 


Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany 8S. 371] 


The Committee on the Judiciary, to which was referred the bill 
S.371) for the relief of Georgia Andrews, having considered the same, 
reports favorably thereon without amendment and recommends that 
the bill do pass. 
PURPOSE OF THE BILL 


The purpose of the bill is to grant to the minor child adopted by 
citizens of the United States the status of a nonquota immigrant 
which is the status normally enjoved by the alien minor children of 
United States citizens. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 5-vear-old mnesee and citizen of 
Greece. She has been adopted by Mr. and Mrs. Gust Andrews, who 
are United States citizens residing in Cheyenne, Wyo. 

A letter, with attached memorandum, dated March 13, 1953, to 
the Chairman of the Senate Committee on the Judiciary from the 
Commissioner of the Immigration and Naturalization Service with 
reference to the case reads as follows: 

Marcu 13, 1953. 
Hon. Witt1aAMm LANGER, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

Dear Senator: In response to your request of the Department of Justice for 

report relative to the bill (S. 371) for the relief of Georgia Andrews, there is 
annexed &@ memorandum of information from the Immigration and Naturalization 
Service files concerning the beneficiary. 

lhe bill would confer nonquota status upon the alien child by providing that 
she shall be considered the natural-born alien chiid of United States citizens. 
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Since the alien is chargeable to the quota for Greece, which is oversubscrity 
an immigrant visa is not readily obtainable. 
Sincerely, 


Commissi 
OMMISSIO? er, 


MEMORANDUM OF INFORMA"ION FROM IMMIGRATION AND NATURALIZATION 
Service Fires RE GeorGiA ANDREWS, BENEFICIARY OF S. 37] 


Georgia Andrews is a native and citizen of Greece, who was born on July 
1947. She is presently residing in Greece with her natural parents, Mr. and \{rs. 
Vasilios Andreou Xerikos, who also have three other children. She was adopted 
in Greecegin 1951, by her father’s brother and sister-in-law, Mr. and Mrs. Gus; 
Andrews, of Cheyenne, Wyo., who are desirous of bringing her to this country { 
reside with them. 

Mr. Gust Andrews, who was born in Greece on May 7, 1900, has resided in the 
United States since 1914. He was naturalized in the United States distric; 
court at Cheyenne, Wyo., on January 2, 1934. On June 3, 1946, he married 
Georgia Scarpos, a native-born citizen of this country. He has an adult son by 
a former marriage. He and two of his brothers own and operate the Mayflower 
Cafe, in Chevenne. Mr. and Mrs. Andrews also own their home. 


0 


Senator Lester C. Hunt, the author of the bill, wrote to the chairman 
of the Senate Committee on the Judiciary as follows: 


Unitrep States SENATE, 
COMMITTEE ON ARMED SERVICES, 
March 27, 1953. 
Hon. WILLIAM LANGER, 
Chairman, Senate Judiciary Committee, 
United States Senate, Washington, D. C. 


DEAR SENATOR LANGER: I wrote you on January 23 with respect to my bill 
S. 371 in behalf of Georgia Andrews and you were good enough to respond with a 
promise to do everything possible to secure early action. 

On Wednesday, I had the occasion to check with the staff members of the Ju- 
diciary Committee and I learned that the report of the Immigration Service had 
been filed with the committee and that it is the plan of the committee to consider 
the bill shortly. 

There is one aspect of this case that I would like to point up. These people ar 
very good friends of mine and are financially able to give this youngster a rea 
home. They have no children of theirown. They were in Greece when Georgia 
Xerikou-Andrews was born on July 8, 1947, and Mrs. Gus Andrews, a native of 
the United States, assisted in the birth of this voungster. 

Two years later after Mr. and Mrs. Gus Andrews had returned to Cheyenn 
Wyo., young Georgia became deathly ill of Mediterranean fever. Her father 
wrote Gus Andrews telling him that by the time he received the letter, Georgia 
would probably be dead. Gus Andrews immediately consulted his Cheyem 
doctor and on the strength of the information of the letter from Greece, was abl 
to send to Greece by airmail, certain medicines which saved the child’s life. 

In those circumstances, the Andrews family of Cheyenne felt that there was 
an even stronger bond between them and the youngster than existed as a result 
of the assistance Mrs. Andrews gave at the time of the birth of Georgia Xerikou- 
Andrews. 

The original plan for adoption then became the most important thing in their 
lives it seems. I recite this little incident because I think it serves to emphasize 
the strong bond that does exist in this case among those affected and if the Judici- 
ary Committee can act favorably in the matter, I would be very pleased and | 
know that we will have accomplished a genuine humanitarian deed. 

With every good wish, believe me, I am, 

Yours sincerely, 
LestER C. Hunt, 
United States Senator. 


In addition, Senator Hunt submitted the following certified trans- 
lation of the adoption order dated September 23, 1951, in Athens, 
Greece: 
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[Translation from the Greek language] 


Court oF THE First Instance, ATHENS 


(Decision No. 9164/1951) 
*HE COURT OF FIRST INSTANCES IN ATHENS, GREECE, THIRD BRANCH OF CESSATION 


Consisting of the Judges G. Korides, as presiding judge, the president of this 

irt and the senior associate judges being otherwise engaged, D. Keramidas 
and Stergiopoulos, salaried substitute. 

\ public meeting was held at the courtroom hearing on August 29, 1951, in 
the presence of Attorney P. Karaklis, substituting the regular prosecutor, who 
with his assistants, were absent on leave, and of P. Margelos, clerk of the court, 
to hear on the following case: 

lhe petitioner Georgia Andrews Xerikou or Georgia Andrews, resident of the 
city of Cheyenne, of the State of Wyoming, United States of America, represented 
by her attorney in fact, Stamatios Xerikos, through his substitute attorney in 
fact, Tenos Ronkalios, notary public, who was present together with his attorney, 
Nick Prevezanos. 

The petitioner, through her application of November 10, 1950, to this court, 
requested that the minor child Georgia B. Xerikou, be declared as her adopted 
daughter according to law. 

On this petition, this court in its decision No. 378/51, has stated therein: 

Now the case is brought back for further discussion according to the request of 
the petitioner dated August 23, 1951, for which the chief judge of this court, in 
pursuance with his order of No. 12213/1951, set the hearing as stated in the 
beginning herein, appointed as presiding the younger judge, and ordered that the 
notice issued by the prosecutor and the said hearing be legalized. 

When the hearing started, the presiding judge read his report according to law, 

attorney in fact of the petitioner read her written proposals and the report 

acting prosecutor. 

Saw the file in the case. Deliberating according to law. 

Whereas the petition of Georgia A. Xerikou was legally returned for recon- 

-ideration for the adoption of the minor Georgia B. Xerikou, exempted by the 
recess by reason of No. 560/1951 decision of the recess department of this court, 

1 the No. 378/1951 prejudication decision of the same court and the execution 
of the order embraced in this decision, to wit, the consent given by the petitioner 
to adopt the heretofore mentioned minor before the consul general of Greece at 
the city of Washington, United States of America. 

Whereas it is concluded by the combined provisions of sections 1568, 1573, 1574, 
1576, and 1577 of the Civil Code that the adoption is decided by court order having 

irisdiction for such cases after investigation, if all the conditions are met in 
accordance with the law, which provisions regarding adoption of minor who has 
completed his 16th year of his age are: Real or adopted descendants by the 
doptor, who should have completed his 50th birthday of his age, that he has the 
gal right to do so, the adopted person should be over the age of 18, or if under, 
then the consent of his parents must be obtained, consent of the other spouse of 
the petitioner. All the requirements in this petition have been fulfilled the same 
s legally before the court. 

Whereas from the contents of a copy of the records of the first consideration of 
this petition, the statements of the different examined witnesses under oath and 
n general from the discussions of the case of today’s reconsideration of the same, 
the court is satisfied, that: the petitioner is over the 50th year of her age; she has 
no children of her own or adopted ones and she is legally able for this adoption; 
hat the said minor child for adoption is the genuine ¢ hild of Vasilios Xerikou and 
iis wife, and that the adoption is beneficial for both, the petitioner possesses good 
character and adequate property, contrary to the adopted child who does not 
possess any property. It appears further that according to the copy of the state- 
ment made by the petitioner before the Greek consulate office at Washington, 
United States of America, dated June 21, 1951, she (the petitioner) consented to 
the adoption of the child in question, and from the minutes of the previous hearing 
of this case, it appears that the parents of the child appeared personally before 
the court declared that they consented to this adoption. Also, according to the 
power of attorney executed on the 14th day of October 1950, before Teno Rongalio, 
a notary public, in and for the county of Laramie, State of Wyoming, United 
States of America, Gust Andrews, husband of the petitioner, consents to the 
petition of his wife for the adoption in question. It is, therefore, 
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Ordered, That the petition in question is reveived legally and that the minor 
child Georgia Vasiliou Xerikou, age 3% years old, is hereby declared adopted chijq 
of the petitioner Georgia Andreou Xerikou or Georgia Andrews, resident of the 


city of Cheyenne, State of Wyoming, United States of America. be 
Adjudged and decided at Athens, this 19th day of September 1951, 
(Signed) G. Kortnes, Chief Judge, rs 
(Signed) P. MarGELos, Clerk, — 
Published at the same place (Athens) this 23d day of September 1951, 
(Signed) G. Koripes, Chief Ju ige. 
(Signed) P. MarGe.os, Clerk, 
A true copy. 
Examined for the legality and the order of receipt of the request for issuance. 
Athens, March 10, 1951. 
[SEAL] Acting Chief of Department, 
(Signature illegible.) 
Control No. 546. 
Certified to be a true and correct translation from the Greek into English 
language. 
Washington, D. C., December 18, 1951. 
KE. G. LyKouris, 
Acting Consul, M 
The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 371) should be enacted. 
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WILLIAM JUNIOR JAMI AND SACHIKO SUWA 


Aprit 27 (legislative day, ApRit 6), 1953.—Ordered to be printed 


r, Langer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany S, 448] 


The Committee on the Judiciary, to which was referred the bill 
(S. 448) for the relief of Wiiliam Junior Jami and Sachiko Suwa, 
having considered the same, reports favorably thereon without 
amendment and recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant to the minor children adopted 
by citizens of the United States the status of nonquota immigrants 
which is the status normally emjoyed by the alien minor children of 
United States citizens. 


STATEMENT OF FACTS 


The beneficiaries of the bill are 2 minor children born in Japan on 
April 12, 1949, and January 3, 1952, respectively. They have been 
adopted by Sgt. and Mrs. Albert E. Rowe, who are citizens of the 
United States presently in Japan where Sergeant Rowe is on duty 
with our Armed Forces. 

Senator Warren G. Magnuson, the author of the bill, has submitted 
the following information in support of the bill: 

374TH SuPPLY SQUADRON, 
374TH MAINTENANCE AND Suppiy Grove, 
; APO 704, January 21, 1958. 
Senator Warren G. Maanrson, 
Senate Office Building, Washington, D. C. 

Dear Senator Maanuson: Your letter of November 7, 1952 was handed to 
me by Cantain Leet, legal assistance officer of this base, and I wish to thank you 
for your concern and help in the matter. 
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Enclosed is a copy of the adoption papers from the Japanese court, making the 
children, William Jami and Sachiko Suwa, legally ours. They are now known ¢, 
Japanese courts as Philip Andrew and Kathieen Louise Rowe. Will you please 
attach the adoption papers to others concerning our private legislation? 

In regards to your second paragraph, Captain Leet suggested we ask for further 
extension of duty in Japan, to allow sufficient time for the legislation and related 
matters to be completed. 

My letter, asking for this extension from May of this vear to November of this 
year, has been approved by this wing, but they are in doubt about it being ap- 
proved in Washington unless you make specific statement of the fact that we may 
need more time. Could you please get in touch with the proper authorities in the 
Pentagon and give what aid you can in this matter? The letter for extension js 
going through channels and should reach there in about 30 days. 

Thanking you in advance for anything you may be able to do in this matter 
T remain 

Sincerely yours, 
Apert L. Rowse, 
Master Sergeant, 374th Supply Squadron 


Hacnios1 Court 


Tokyo Famity RELATIONS CouRT 


NOVEMBER 17, 1952. 
DECREE OF COURT 


Petitioner: Albert E. Rowe. 

Registered address: Post Box 634, 12th Route, Tacoma, Washington, USA. 

Present address: 408-D, Dependent House, Tachikawa Air Base, USAF. 

Petitioner: Dorothy Dell Rowe. 

Registered address: Same as above petitioner’s registered address. 

Present address: Same as above petitioner’s present address. 

Lawful attorney representing the above petitioners: Yoshikuma Sato. 

Present address: 76-banchi, 3-chome, Shibazaki-cho, Tachikawa-shi, Tokyo-to 

Person in question: Jami, William Jr. 

Date of birth: April 12, 1949. 

Present address: Same as above petitioner’s present address. 

Permanent address: 3478, 1-chome, Nishi-Sugamo, Toshima-ku, Tokyo-to 

Person in question: Sachiko Suwa. 

Date of birth: January 3, 1952. 

Present address: Same as above petitioner’s present address. 

Permanent address: 249-banchi, 1l-chome, Shibazaki-cho, Tachikawa-shi 
Tokyo-to. 

Pertaining to the cases of adoption by above petitioners, Case No. (Ka) 2633 
and 2634 in the 27th year of Showa, this court does hereby make the following 
decision: 

SENTENCE 


This is to permit that the petitioners, Albert E. Rowe and Dorothy Dell Row 
adopt the persons in question, Jami, William, Jr., and Sachiko Suwa. 


REASON 


Based upon the evidential documents submitted by the petitioners, testimony 
made by the petitioners in the court and the appearance and attitude of the 
petitioners, the following facts are recognized by the court; 

That the petitioners are citizens of the United States of America and that the) 
were united in marriage legally on October 13, 1941 in accordance with the Stat 
law of Texas; 

That Albert E. Rowe is a master sergeant presently serving with the United 
States Air Force at Tachikawa Air Base and that he has sufficient income to liv’ 
in respectable style; 

That the petitioners love children but unfortunately they have not their ow! 
real children; 

That they adopted two children in accordance with State law of Texas and that 
one adopted child is 7 years old in December this year and the other child is 6 
years old in March next year; 
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That said two children have been well raised by the petitioners under their 
custody and that both children attend school from the petitioner’s home at present 
ime; 

' That the petitioners love children so much that they have brought William in 
their home from an orphanage having been authorized by the Governor of Kana- 
gawa Prefecture and agreed by the director of said orphanage in May 1952; 

That the petitioners have also brought Sachiko in their home in April 1952 
getting permission of Genshin Marui who was the legal custodian of Sachiko at 
that time; 

That the petitioners have raised those two children as if they were their true 
children; 

That the petitioners have good and sufficient ability and qualification to raise 
said two children in question; 

That this adoption by the petitioners of two children who were born under 
miserable circumstances will bring most happiness in those two children; 

That this adoption is certified by Capt. George J. Goldsborough, Jr., a member 
of the bar of the State of Maryland and a judge advocate of the United States 
Air Force, to be legal and valid in accordance with the law of State of Washington, 
in which the petitioners have their legal address. 

After having realized the above facts the above sentence was issued to the 
petitioners who applied for the judicial authorization of the adoption in accordance 
with article 9 of family relations judgment law and article 63 of family relations 
judgment regulation. 

TAKESHI HasEGAWA, 
Judge, Family Relations Court. 


This is to attest that the above is a full and complete copy of the original court 
decree. 
[OFFICIAL SEAL] AKIRA NARITA, 
Court Clerk. 


I, Kenjiro Kurosaki, do hereby affirm that the above is a true and exact trans- 
lation of the attached copy of court decree to the best of my knowledge. 


KENJIRO KUROSAKI, 
Official Interpreter, Office of the Staff Judge Advocate, 
374th TCW (H), APO 704. 


OFFICE OF THE STAFF JUDGE ADVOCATE, 
374TH Troop CARRIER WING (A), 
APO 704, October 29, 1952. 
Senator WARREN G. MAGNUSON, 
Senate Office Building, Washington, D. C. 

Dear SENATOR Maanuson: M. Sgt. and Mrs. Albert E. Rowe have requested 
me to write to you regarding their need for special legislation authorizing per- 
manent entry into the United States of two children they are adopting here in 
Japan. Sergeant and Mrs. Rowe have instituted adoption proceedings in accord- 
ance with Japanese law and expect to receive the decree within the next few weeks. 
As the children are of the Mongolian race the enactment of a private law will 
be necessary. 

Kssential data respecting the children is as follows: William Junior Jami, 
boy, born April 24, 1949; and Sachiko Suwa, girl, born January 3, 1952. 

Enclosed are the certificate of marriage and letters of recommendation of the 
adopting parents, and the release from the foundling home, and copy of the 
census register, in the case of each child. 

As the Rowes are forecast for return to the United States early next year, 
they request your tendering of the private bill at your earliest opportunity so 
that the children will be able to accompany them to the United States. 

Sincerely, 
Wiiuram D. Leet, 
Captain, USAF Legal Assistance Officer. 





WILLIAM JUNIOR JAMI AND SACHIKO SUWA 


OrFice OF THE WING CHAPLAIN, 
HEADQUARTERS 374TH TROoP CARRIER WING (H) 
APO 704, June 18, 1952. 
To Whom It May Concern: 
This certifies that I have known M. Sgt. Albert E. Rowe and Mrs. Dorothy 
Rowe for 7 months. Both are Christian. Both are active church members. — 
It is my conviction that they will make excellent parents for Kathleen Louise, 
[SEAL] KENNETH E. Hartman, 
Chaplain (Major) USAF, Wing Chaplain. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 448) should be enacted. 
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STU eT 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany 8. 607] 


The Committee on the Judiciary, to which was referred the bill 
(S. 607) for the relief of Thomas Dale Fawcett (George Yamamoto), 
having considered the same, reports favorably thereon without 
amendment and recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant to the minor child in the custody 
of citizens of the United States the status of a nonquota immigrant 
which is the status normally enjoyed by the alien minor children of 
United States citizens. 


STATEMENT OF FACTS 


The beneficiary of the bill was born in Japan on May 29, 1951, and 
is presently in the custody of Sgt. and Mrs. Dale T. Fawcett, who 
are citizens of the United States presently in Japan where Sergeant 
Fawcett is on duty with our Armed Forces. 

Senator Joseph R. McCarthy, the author of the bill, has submitted 
a number of letters and documents in support of the bill, among 
which are the following: 
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UNITED States SENATE 
COMMITTEE ON GOVERNMENT OPERATIONS, 
March 9, 1953 
Hon. W1LLIAM LANGER, 
Chairman, Committee on the Judiciary, 
Senate Office Building, Washington, D. C. 


(Attention of Mr. Messmer.) 


Dear SENATOR LANGER: I am enclosing information received from M. Sop} 
Dale T. Fawcett, United States Army Stockade 8044th Army Unit, APO 5009. 
care of Postmaster, San Francisco, in connection with private bill, S. 607, which 
I introduced for the relief of Thomas Dale Fawcett (George Yamamoto), a child 
whom he wishes to adopt and bring to this country. 

A copy of the Japanese birth certificate with translation is also enclosed here- 
with. 

Sergeant Fawcett’s tour of foreign service is over July 31, 1953, and he is anxious 
to be given permission to bring the child with him upon his return to this country 

With kindest regards, I am 

Sincerely yours, 


JOE McCartny. 


P. S.—A copy of Commissioner Mackay’s letter on this matter is also enclosed 
for your information. 


AGREEMENT FOR AND CONSENT TO ADOPTION 


This agreement made and dated this day of June 26, 1952, by and between 
M. Sgt. Dale T. Fawcett, with permanent domicile in the city of Mineral Point, 
Wis., temporarily residing in Tokyo, Japan, while serving in the Armed Forces 
of the United States, and the Welfare Center, Welfare Bureau of Tokyo, Japan, 
and Genshi Mauri, of the Welfare Center, Welfare Bureau of Tokyo, Japan, a 
resident citizen of Tokyo, Japan. 

Whereas Dale T. Fawcett is desirous of adopting pursuant to the provisions of 
law, a boy of oriental parentage, of approximately 13 months of age, known as 
George Yamamoto, and to rear and treat subject minor in all respects as his own 
lawful child. 

Now, therefore, in consideration of the premises and of the mutual covenants 
hereinafter expressed, it is agreed as follows: 

First, the said Dale T, Fawcett consents and agrees to adopt said minor child, 
George Yamamoto, with permanent domicile at No, 858 Nisisagmo, Tochima, Ku, 
Tokyo-To, Japan, and treat and rear him in all respects as his own lawful child, 
hereby extending and assuring to subject child all rights, benefits, and privileges 
incident to such relationship and hereby assumes and engages to fulfill all of the 
responsibilities and duties appertaining in respect to such child. 

Second, the Welfare Center, Welfare Bureau, of Tokyo, Japan, through its 
authorized representative hereby consents and agrees and does hereby relinguish 
and release their claim to any and all rights to said minor child, George Yamamoto, 
and consents and agrees and does hereby acquiesce in said adoption to the end 
that said minor, George Yamamoto, may be and become the lawful child of the 
said Dale T. Fawcett, and to refrain from doing or causing to be done any act or 
thing whatsoever which will be in any way interfering with rights, duties, and 
privileges of the said Dale T. Fawcett when such adoption has been accomplished 
and on behalf of the Welfare Center, Welfare Bureau of Tokyo, Japan, do hereby 
award custody of said George Yamamoto, to the said Dale T. Fawcett. 

Third, the said Dale T. Fawcett reports he has had custody of George 
Yamamoto for a period of 3 weeks and he has provided him with a good home and 
treated him in all respects as he would his own lawful child. 

Fourth, the said Dale T. Fawcett further agrees that if for any reason this child 
may not be legally adopted under the laws of the United States of America, that 
the said child will be returned to welfare bureau. 
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In witness whereof, the parties hereto have set their hands and seal the day and 
vear first above written in the city of Tokyo, Tokyo-to, Japan. 
GENsuI MaRrtt, 
For the Welfare Center, Welfare Bureau, Tokyo, Tokyo-to, Japan, 
Party of the First Part. 
Date T. Fawcert, 
Master Sergeant United States Army. 
EvainE D. Fawcett, 
Parties of the SecondPart. 


Date T. Fawcert, 
Master Sergeant United States Army. 


GERALD A. BERGIN, 
Lieutenant Colonel, MPC, 
Headquarters United States Army, Stockade, APO 500. 


Namio HaNaDa. 


Witnesses for party of the first part: 


Witnesses for party of the second part: 
GERALD A. BERGIN, 
Lieutenant Colonel, MPC, 
Headquarters United States Army, Stockade, APO 500. 


NaMio HANADA. 


HEADQUARTERS, ToKYoO GENERAL DISPENSARY, 
8128tTH Army UNIT, 
APO 500, July 3, 1952. 


MepicaL CERTIFICATE 


Thomas Fawcett, foundling for adoption by M. Sgt. Dale T. Fawcett, 
RA36979633, has been examined by this dispensary and found to be in good health 
physically and developmentally. There is no evidence of any contagion or 
infection. 

The following are the results of laboratory investigation: 

X-ray of chest, negative; blood serology, negative; stool examination, negative; 
blood count, mild nutritional anemia which is being treated. 

WitiiamM S. BAGNALL, 
Lieutenant Colonel, Medical Corps, Commanding. 


80447TH Army Unit, APO 500, July 7, 1952. 
subject: Character reference. 
To Whom It May Concern: 

1. Ihave known M. Sgt. Dale T. Fawcett, RA36979633, for a period of approxi- 
mately 9 months. During this time he has filled a key assignment as operation 
sergeant of the Plans and Training Section of the United States Army Stockade 
APO 500. 

2. Master Sergeant Fawcett is a fine noncommissioned officer, always willing 
and able to accept his responsibilities. He sets an excellent example by his 
devotion to duty, good attitude, and immaculate appearance. Morally he is 
above reproach. 

Joun L. Mout, 
Major, Infantry, Commanding, 


Army Epvucation CENTER, 
UnitTEep States ARMY STOcKADE, 
: APO 500, July 3, 1952. 
Subject: Letter of recommendation. 
To Whom It May Concern: 

Master Sergeant Fawcett has been a colleague of mine since January 15, 1952. 
His unselfish enthusiasm for work, his careful and courteous manners, and his 
unstinting obedience to the suggestions of his superiors has convinced me that. 
his integrity and honesty is above reproach. 
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He has at all times exhibited a sympathetic understanding of the problems 
that arise with his subordinates. His ability to cope with the many diverse 
problems indicates that he has a shrewd understanding of human nature. 

I know Sergeant Fawcett is honest and reliable and wish him all the success jp 
life which a man of his ability and stature so richly deserves. 

Byron H. Bareroot, DAC, 
Education Dire:tor. 


The committee, after consideration of all the facts in the case, js 
of the opinion that the bill (S. 607) should be enacted. 
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KIKUE TSURUKAWA LAW LIBRARY 


APRIL 27 (legislative day, ApriL 6), 1953.—Ordered to be printed 


Mr. Laneer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


(To accompany 8. 674 


The Committee on the Judiciary, to which was referred the bill 
(S. 674) for the relief of Kikue Tsurukawa, having considered the 
same, reports favorably thereon without amendment and recommends 
that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant to the minor child in the custody 
of citizens of the United States the status of a nonquota immigrant 
which is the status normally enjoyed by the alien minor children of 
United States citizens. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 3-year-old half-Japanese orphan 
who is in the custody of Lt. and Mrs. Andrew J. Dickison, who are 
citizens of the United States presently in Japan where Lieutenant 
Dickison is on duty with our Armed Forces. 

Senator Wayne Morse, the author of the bill, has submitted the 
following information in connection with the case: 

UniTEep States SENATE, 
March 16, 1953. 
Hon. ArtHur V. WATKINS, 
Chairman, Subcommittee on Immigration and Naturalization. 
Judiciary Committee, United States Senate, Washington, D. C. 
(Attention: Mr. Mesmer.) 


Dear Senator Watkins: On January 27, 1953, I introduced 8S. 674. I am 
advised that in cases such as this, i. e., a serviceman and his wife who are overseas 
and are in the process of adopting a child who lives with them, handling of the 
case can be expedited by the receipt of material directly from the parties involved. 
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T am therefore sending you a letter from Lt. Andrew J. Dickison, dati 
25, 1952; a certificate signed by Chaplain Walton G. Sugg, Jr.; and a pict 
Mrs. Dickison, the Diekison’s three boys and the child they wish to adopt 

The following material, excerpted from Mrs. Dickison’s letter of Septe: 
1952, may also be of assistance in processing this case: 

“One thing is sure; we will not be able to get an extension. Our time to | 
originally was in January of 1953. However my husband applied for, and rec 
an extension to July 30, 1953. That will give my husband 36 months 
theater, which at present is an absolute maximum. If Congress waits till th: 
month to pass our bill it will complicate matters terrifically. We won't \ 
just what to do about Kikue, whether to plan on her going or not. We have been 
advised by our chaplain to wait on the adoption proceedings. We have a lawyer 
in our home town (Baker, Oreg.), with whom we are writing. He is going to start 
the proceedings for us and send us any information and necessary papers, ete, 
The final steps are contingent upon her entry into the United States. How won- 
derful it could be if her entry and adoption were final, and we could all go ! 
on the same ship. Because, even if her entry is possible, and yet the adopti 
not completed we could not take her with us on an Army transport, but 
have to separate the family in order to take her on a commercial liner. 

“Mr. Dickison and myself are both citizens of the United States. I was | 
in Seattle, King County, Wash., on the 25th day of January 1923. My | 
is registered in Olympia, Wash. Mr. Dickison was born in Asotin County 
Wash., on the 15th day of June 1921, and his birth is registered in Salem, Oreg 

As this material indicates, the Dickisons must return from Japan on July 30 
1953. In order for them to make their plans in advance and to be able to take 
the voungster with them, early action on this bill is highly desirable. 

With kindest regards. 

Sincerely yours, 


WAYNE Morse 


APO 503, c/o PostMAsTER, SAN FRANCISCO, CALIP. 
July 25, 1952 
Hon. Wayne L. Morse, 
United States Senate, Washington, D. C. 


DeEaAR Sir: I am a legal resident of Baker, Oreg. and am at present assigned to 
the organization which appears below my typed signature. As you wil! note I 
am Overseas with this organization which is presently stationed in Japan. | 
arrived in this theater during August 1950 and after completing a tour in Korea 
I came to Japan where my wife and children joined me in January of this vear 

During the time that we have been here we have come to love Kikue Tsurukawa, 
a girl who will be 3 years old in September of this year. We found her in the 
Japanese Welfare Home in Yokohama, Japan. She was brought into the home 
on September 23, 1949, as a baby abandoned in a railway station in Yokohama. 
The parentage of the child is unknown, and the exact date and place of birth are 
unknown but believed to be Yokohama, Japan. The Japanese Government has 
Kikue listed as an Eurasian, with one of her parents believed to be Japanese and 
the other Caucasian. Whether or not the Caucasian was American is unknown. 
A photograph is herewith enclosed for your information. We have had the 
child in our home, under temporary custody pending adoption, for about one and 
one-half months up to the present date. The consent to our temporary custody 
of the child was procured from the Governor of Kanagawa Prefecture. We would 
like very much to take this child to the United States with us when we leave, 
and if advised by you we will adopt the child in the proper Japanese court. 

I am 31 years of ave and my wife is 29. We have three sons, ages 9, 6, and 3 
years. I ama Regular Army warrant officer, and a Reserve commissioned officer 
on active duty. Iam, of course, a career soldier having been in the service for 
the past 12 years. I am perfectly capable of supporting another child, and I give 
you the following information concerning my personal property: I have about 
$1,000 in the Baker State Bank, Baker, Oreg., our household furnishings are val- 
ued at approximately $2,000, and we have other personal property of the approxi- 
mate value of $1,000. I have $10,000 Government life insurance and $5,009 com- 
merical life insurance. My basic salary at the present time is $311.22 per month, 
to which must be added my quarters allowance as a second lieutenant, of $85.50 
per month, and subsistence of $47.88 per month. When the Government furn- 
ishes quarters I do not, of course, get the quarters allowance. I know my wife 
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rfectly capable of and intensely desires to adopt the child, as wellas do I. As 
nees concerning us, I give you the following names and addresses: 
iracter references: Mr. Brooks Hawley, Sumpter, Oreg., and Mr. Al Young, 
pnter, Oreg. 
lit references: Mr. Carl Davis, Baker State Bank, Baker, Oreg., and Mr. 
Orville Ragsdale, Eastern Oregon Finance Co., Baker, Oreg. 
| have checked with the American consulate in Yokohama and was advised that 
as far as they know the new immigration bill did not provide for a nonquota visa 
for adopted children, and I therefore respectfully request that you initiate a pri- 
vate bill which will permit us to bring the child into the United States for perma- 
nent residence. If you find, however, that the person to whom I spoke concern- 
an interpretation of the bill was incorrect and that the bill in fact does provide 
for a nonquota visa in cases of this kind, then, of course, a private bill will not be 
necessary. In case a private bill is necessary I would sincerely appreciate your 
attention to this matter at the earliest practicable date since I am scheduled to 
lepart this theater in July 1953 and I realize the time element involved in such 
matters. 
Thanking you in advance and awaiting your reply concerning the above, I am, 
Gratefully yours, 
ANDREW J. DickKISOoN, 
2d Lt., Inf. 01922646, Tomioka CIC Field Office. 
Two enclosures: 
|. Photograph of Kikue Tsurukawa 
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2. Letter from Chaplain (Lieutenant Colonel ) Suggs 


P.S. You will note in enclosure No. 2 that Colonel Suggs refers to the child as 
Teri Jo. Teri Jo is the name under which we will adopt her, however, until the 
adoption is completed she will be known by her Japanese registered name of Kikue 
Tsurukawa, 


YOKOHAMA CHAPEL CENTER STATION COMPLEMENT, CAMP YOKOHAMA, 
8064TH ARMy UNIT, 
APO 508, July 19, 1952. 
CERTIFICATE 


This is to certify that I have interviewed Ist Lt. Andrew J. Dickison and his 
wife, Betty Jeanne Marion Dickison relative to their legally adopting Teri Jo 
as their daughter. 

I was deeply impressed by the sincerity and straightforwardness of these 
parents. They have 3 boys, ages 9, 6, and 3. The parents are members of the 
St. Stephen’s Episcopal Church, Baker, Oreg., and their children were all christened 
in the same church. 

This is a Christian home, loyal to the church and diligent in their spiritual 
responsibilities to their children. The boys are also desirous of having Teri Jo 
as part of their family. 

I heartily commend Teri Jo to the Dickison family feeling that here she will 
receive the love and care of real parents and brothers. 

Sincerely yours, 
Watton G. Suaa, IJr., 
Chaplain (Lieutenant Colonel) USA. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 674) should be enacted. 
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TERESA LEE TIPTON (KINUKO SAKAT) 


Aprit 27 (legislative day, ApRiL 6), 1953.—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany 8. 1143] 


The Committee on the Judiciary, to which was referred the bill 
S. 1143) for the relief of Teresa Lee Tipton (Kinuko Sakai) having 
considered the same, reports favorably thereon without amendment 
and recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant to the minor child adopted 
by citizens of the United States the status of a nonauota immigrant 
which is the status normally enjoyed by the a‘ien minor children of 
United States citizens. 


STATEMENT OF FACTS 


The beneficiary of the bill was born in Javan on January 31, 1950, 
of a Japanese mother and an American soldier father. The child 
has been adopted by Sgt. and Mrs. Wilmar D. Tipton, who are 
citizens of the United States presently in Japan where Sergeant 
Tinton is on duty with our Armed Forces. 

Senator Paul H. Douglas, the author of the bill, has submitted 
a number of letters and documents in support of the bill, among which 
are the following: 
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UNITED STATES SENATE, 
Washington, D. C., March 13 
Re S. 1143, Teresa Lee Tipton (Kinuko Sakai), 
Hon. ARTHUR WATKINS, 
Chairman, Subcommittee on Immigration, 
Senate Office Building, Washington 25, D.C. 

My Dear Senator Watkins: May I call to your attention S. 1143, for the 
relief of Teresa Lee Tipton (Kinuko Sak: ui), the adopted child, now 2 years old 
of M. Sgt. and Mrs. Wilmar D. Tipton, citize ns of the United States. : 

Master Sergeant Tipton has been a member of the United States Army since 
1935 and is now serving in Japan. He and Mrs. Tipton adopted the bene fi iary 
of this bill, the child of a Japanese mother and an American airman, in September, 
1)52 and have had this little girl in their care since that date, 

Master Sergeant Tipton was scheduled for rotation to the United States in 
January 1953, but was successful in obtaining an extension of his tour of duty i: 
Japan unti! June 1953, in hopes that this private bill for Teresa would be favor: ably 
acted upon so that he and Mrs. Tipton could bring her to the United States wit) 
them. 

I am enclosing for the information of the subcommittee supporting document 
and letters which will establish that Master Sergeant and Mrs. Tipton are persons 
of good character and reputation and that they are well able to provide and care 
for this little girl, and it will be greatly appreciated if S. 1143 may be given 
favorable consideration at an early date. 

With kind regards, 

Sincerely, 


Paut H. Doveuas. 


Tokyo, JAPAN, October 7, 1952. 


Hon. Pau H. Dovatas, 
United States Senate, Washington 25, D. C. 


Dear SENATOR Dovucuas: This letter is written by us for the purpose of 


obtaining your assistance in passing a private bill which will allow us to bring a 
child of Japanese nationality into the United States for the purpose of adoption. 

The child, Kinuko Sakai, is the natural child of a Japanese mother, Kyoko 
Sakai, and of an American airman of United States citizenship who was stationed 
with the Air Force in Japan. The father returned to the United States in January 
1952 and abandoned the child. The parties were never married. We have 
adopted the child under Japanese law, and we have given her the name of Teresa 
Lee Tipton. She was born on January 31, 1950, at Tachikawa City, Tokyo-to 
Japan, and registered with the Japanese Government under the mother’s family 
name. If and when we are able to bring the child to the United States, we will 
adopt her under Illinois law. 

We ourselves, have been married for 9 years, having been married in Chicago 
Ill. We have no children, but we have always been desirous of having a child 
however, we have been informed through our doctor that this is impossible. 

I have been a member of the United States Army since 1935. During World 
War II, I had 15 months overseas service in the C hina- Burma-India theater. | 
have been in the Far East theater for 28 months, 15 months of this having been 
in Korea. I have 4 years additional time to serve beforé I will be eligible for 
retirement from the Army. My tour of duty in the Far East theater will be up 
in January 1953. However, if I could have some assurance that you will aid me 
in obtaining this private bill, the Army is more than willing to grant me a 6 months 
extension in this theater for the purpose of obtaining entry of our adopted child 
into the United States. 

I have also been informed by the American consulate in Japan, that Public 
Law 414, 82d Congress, does not apply for the purpose of allowing an adopted child 
of no blood relationship to either party, into the United States, and a private bill 
is the only solution. 

Mrs. Tipton and I are both registered voters in precinct 59, ward 34, Chicago, 
Ill. My wife’s parents, Mr. and Mrs. Henry Sawalski have lived in Chicago all 
of their lives, and now reside at 2541 West Altgeld Street, which is also our perma- 
nent residence. One other relative of my wife, her cousin, Mrs. C. Giesel, resides 
at 1821 West Armitage Avenue, Chicago, III. 

In order to assist you in your efforts to obtain passage of this private bill, w« 
are enclosing the following papers: 

The agreement of adoption between the natural mother and ourselves. 

2. The affidavit of the natural mother as to the birth of the child. 
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[he Japanese court decision granting adoption, together with an English 
nsiation. 
\ physical certificate of the child. 
\ family group photograph of ourselves and the child, 
\ statement of our cash assets. 
\ statement of my Army pay per month, 
[wo letters of character reference. 
A chaplain’s letter of character reference, 
sincerely hope that the enclosed papers, together with the information in 
tter, will be sufficient so that you may help us in this matter as it means so 
ich to us to bring this child of 2 years and 10 months into the United States so 
iat we may fulfill a life-long dream of having a family. We are also enclosing a 
py of this letter to the Honorable William L. Dawson, so that both of you may 
able to grant us assistance in the passage of the final bill. 
Sincerely yours, 
Dorres M. Tipton. 
Wiimar D. Tipton. 
ce: Hon, William L. Dawson 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 1143) should be enacted. 
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APRIL 27 (legislative day, Aprit 6), 1953.—Ordered to be printed 


Mr. Lancer from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany S. 1147] 


The Committee on the Judiciary, to which was referred the bill 
S. 1147) for the relief of Karen Ruth Bauman having considered 
the same, reports favorably thereon without amendment and recom- 
mends that the bill do pass, 


PURPOSE OF THE BILL 


The purpose of the bill is to grant to the minor child adopted by a 
citizen of the United States the status of a nonquota immigrant 
which is the status normally enjoyed by the alien minor children of 
United States citizens. 

STATEMENT OF FACTS 


The beneficiary of the bill was born in Germany on November 29, 
1950, and has been adopted by Mr. John F. Bauman. Mr. Bauman 
is a citizen of the United States presently teaching in an American 
schoolin Germany. His wife is a British subject. 

Senator Andrew F. Schoeppel, the author of the bill, has submitted 
the following information in support of the bill: 


Unitrep States SENATE, 
COMMITTEE ON AGRICULTURE AND FORESTRY, 
February 26, 1958. 
Senator WriuiAM LANGER, 
Chairman, Senate Judiciary Committee, 
Senate Office Building, Washington 25, D. C. 
Dear Senator LANGER: I am introducing a private bill in behalf of Karen 
Ruth Bauman, the adopted alien minor child of Mr. and Mrs. John F. Bauman. 
The bill is in the name of Mr. John F. Bauman only, due to the fact that he 
married a British subject, and therefore is not, as yet, an American citizen. 
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Mr. Bauman is a teacher in the Fuerstenfelderbruck American School ip 
Germany and will be returning to his home at 838 Plass Avenue, Topeka, Kans. 
at the end of the present school term, in order that Mrs. Bauman may initiate 
action to obtain American citizenship, and it is necessary that they bring their 
adopted 2-vear-old daughter with them 

I will appreciate the committee’s favorable consideration when this bill comes 
up for action. 

Sincerely, 
ANDY, 


FUERSTENFELDBRUCK AMERICAN SCHOOL, 
APO 208, care of Postmaster, New York, N. Y., January 5, 1953. 
Hon. ANDREW F. ScHOEPPEL, 
United States Senate, Washington, D. C. 

Dear Stir: On July 15, 1952, I wrote to you requesting that you introduce a 
private bill to make our adopted German daughter, Karen Ruth, an American 
citizen. In your reply you asked me to write again the Ist of this month. 

We would appreciate very much whatever you can do now to make our little 
daughter an American citizen. Karen Ruth was born in Erlangen, Germany, on 
November 29, 1950, and entered our home on January 7, 1952. The final adop- 
tion papers were signed on March 11, 1952. We hope this is enough information 
so that a bill may be submitted immediately. If more information is needed we 
will be glad to submit it. 

My wife, Lorna Julie, is a British subject (passport No. 6313), but we hope 
that this will not affect in any way a bill in behalf of Karen Ruth. 

We await anxiously any news. 

Sincerely, 
Joun F. Bauman. 


[Certified translation; original in German] 
CERTIFICATE OF BIRTH 
(Registrar’s Office of Erlangen No 992/1950) 


Lydia Charlotte Langfritz was born on November 29, 1950, at Erlangen. 
Mother, the housekeeper Margarete Anna Frieda Langfritz, Protestant, residing 
at Fuerth in Bavaria. 

Changes in record: The teacher John F. Bauran and his wife, Lorna J. Bauman, 
nee Taylor, both residing at Erlangen, on January 16, 1952, by contract of Notary 
Public Dr. Georg Bubb, at Fuerth, adopted as their mutual child the aforenamed 
Lydia Charlotte Langfritz, and appointed that the child has to bear the family 
name “Bauman” only. The contract of adoption was confirmed by court ac- 
cording to the effective decree of Amtsgericht of Erlangen, dated March 11, 
1952. 

By document of the City Council of Erlangen, dated March 27, 1952, the 
aforenamed Lydia Charlotte Bauman was permitted henceforth to bear the 
first and second names “‘ Karen Ruth” instead of the names hitherto borne. 

ERLANGEN, April 2, 1952. 

[SEAL] THE REGISTRAR. 

sign. DEHLER. 


It is certified to be a true and correct translation. 
Dr. Rupoir Czéuscu. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 1147) should be enacted. 











rach, 


a 


Calendar No. 188 


vk 


Ist Session : No. 182 


s3p CONGRESS { TE REPORT 


PATRIC DORIAN PATTERSON 


APRIL 27 (legislative day, APRIL 6), 19538.—Ordered to be printed 


Mr. LANGER, from the Conmittee on the Judiciary, submitted the 
following 


REPORT 
[To accompany S. 1228} 


The Committee on the Judiciary, to which was referred the bill 
(S, 1228) for the relief of Patric Dorian Patterson, having considered 
the same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 


PURPOSE OF THE BILL 


The:purpose of the bill is to grant to the minor child adopted by 
citizens of the United States the status of a nonquota immigrant 
which is the status normally enjoyed by the alien minor children of 
United States citizens. 


STATEMENT OF FACTS 


The beneficiary of the bill was born in Japan on February 12, 1952, 
of a Japanese mother and an American father. The child has been 
adopted by S. Sgt. and Mrs. Shirley E. Patterson, who are citizens of 
the United States presently in Japan where Sergeant Patterson is on 
duty with our Armed Forces. 

Senator Charles E. Potter, the author of the bill, has submitted the 
following information in support of the bill: 

UniTep STATES SENATE, 
March 17, 1958. 
Hon. Witiiam LANGER, 


Chairman, Senate Judiciary Committee, 
Senate Office Building. 

My Dear Mr. CuyatrMan: On March 6, 1953, I introdueed S. 1228 for the 
relief of Patric Dorian Patterson, the 13-month-old baby which 8. Sgt. Shirley E. 
Patterson and his wife wish to bring to this country in July of this year when 
the sergeant’s overseas tour of dutv has been completed 
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Congressman aa? of Michigan likewise introduced legislation for 
Patrie’s re lief (H. R. 1198). Enclosed for your information copies of docu 
which the Pattersons submitted to Mr. Shafer in June 1952. 

Your committee’s early consideration of S. 1228 would be appreciated, 

Sincerely yours, 


CHARLES FE. Potrrer, U. 


35TH MAINTENANCE SQUADRON, 
35TH MAINTENANCE AND Supety Group, 
14PO 994, Care of Postmaster, San Francisco, Calif., June 7, 195 


The Honorable Pau W. SHareEr, 
House of Representatives, Washington 25, D. C. 

My Dear REPRESENTATIVE SHAFER: I request your assistance in submitting 
necessary legislation to permit the entry into the United States of America ¢ f one 
Patric Dorian Patterson, born February 12, 1952 at Oiso, Japan. This child’s 
mother isa Japanese woman. The father of the child is believed to be an American 
soldier. 

The child, Patrice Dorian, was born out of lawful wedlock and was not ac mats 
edged by the father before departing this theater, nor was he registered ; 
at the American consulate. 

My wife and I have always wanted children, but we have been reliably informed 
that it is medically impossible for us to have a child of our own. We discovered 
Patric Dorian in the Elizabeth Sanders Home in Oiso, Japan, and took him into 
our home on April 20, 1952, and have cared for him as our own child since that date. 

We sincerely want Patric for our own and try to the best of our ability to bri) 
him up as a good American boy. Please understand that there are no mea 
available for: adopting the child while we are in Japan, but this will be accomplish 
as soon as possible when we return to the United States. 

The following information is given with reference to my wife and myself. | 
was born May 19, 1924, the son of Ira Washington Patterson and Helena 
Patterson, at Battle Creek, Mich., where I attended grade school. My family 
later moved to Coldwater, Mich., where I attended 2 years of high school. Leav- 
ing school, I enlisted in the Civilian Conservation Corps in July 1941, serving for 
6 months. In January 1942, I enlisted in the United States Navy for a period of 
5 years and 3 months. In May 1947, I was discharged. I then worked for t! 
Civil Service for 3 months and the Fisher Body Corp. for 3 months. The 2 
of February 1948, I enlisted in the United States Air Force. 

My wife, Mrs. Barbara J. Patterson, was born June 21, 1928, The daughter of 
Edith Crews and Carlton Crews. She attended grammar sc hool at Petersburg 
High School in Petersburg, Ind. We were married August 2, 1948, and have 
lived together since that time except for temporary separations made necessary 
by my military service. 

We are due to return to the United States in November 1952 and will appre- 
ciate your help in obtaining this legislation as soon as possible. I realize it wi 
be necessary for the proposed legislation to pass the Senate as well as the House 
of Representatives, and in order to save time I am sending a copy of this letter 
to Senator Blair Moody so as to familiarize him with the case. 

The following-named persons can give information as to the character of me 
and my wife: Gene Mohoney, Capital Hotel: Andy Paven, Midway Hotel, both 
from Kalamazoo, Mich.: Vaughn Veeck, City Hall, Petersburg, Ind.; and Albert 
Dosh, Dosh Cafe; and Dr. Brown, Gleason Hospital, both of Larned, Kans 

Included among the attachments is a draft of the proposed bill which you 
may find suitable. You will notice that the word “alien” is not used in describing 
thechild. It has been found that much red tape is avoided in obtaining a passport 
for the child if the word “‘alien’’ does not appear on the bill, so you are urged to 
omit this word in the bill you may sponsor. 

Attached are the following: 

1. Medical certificate. 

2. Photograph of child. 

8. Chaplain’s letter of recommendation. 

4. Proposed bill. 

5. Commanding officer’s letter of recommendation. 
6. Adoption agreement. 
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7. Financia! statement. 
8. Copy of letter sent to Senator Blair Moody. 
If there is any other information necessary, we will be happy to present it at 
the earliest possible moment. 
Please accept our sincere gratitude for the efforts you may expend in our behalf. 
Sincerely, 
SHIRLEY EF. Parrerson, 
Staff Sergeant, U'nited States Air Force. 


MEDICAL EXAMINATION CERTIFICATE 


HEADQUARTERS, 8TH HospiraL Group, 
APO 994, May 26, 1952. 
s is to certify that Patrick D. Patterson was given a physical examination 
is date and determined free from infectious venereal diseases, active tuber- 
ysis and other major communicable diseases. 
‘on of S. Sgt. Shirley Patterson. 
Paruturpe J. Suver, 
Captain, USAF (MC). 


OFFICE OF THE PROTESTANT CHAPLAIN, 
35TH FIGHTER-INTERCEPTOR WING, 
APO 994, April 19, 1952. 
Whom It May Concern: 

rhis is to certify that the undersigned knows 3S. Sgt. Shirley E. Patterson and 

s wife, Mrs. 8S. Patterson, to be of unimpeachable character, high moral integrity 
ind physically and financially qualified to be parents of adopted children. 

Staff Sergeant Patterson has an excellent record in the military and has merited 

unsolicited praise of his superiors as an exemplary airman. 

The home life of the Pattersons is tranquil and pleasant and both prospective 
parents evidence @ deep sincerity in their desire to assume the responsibility of 
parenthood. 

Without duress or mental reservation I unhesitatingly recommend that the 
ipplication to adopt children made by the above persons be favorably considered. 

Martin W. BAUMGAERTNER, 
Chaplain (Major) USAF Wing Chaplain. 


35TH MAINTENANCE SQUADRON, 
35TH MAINTENANCE AND Suppiy Grovp, 
APO 994, April 19, 1952. 
Subject: Character recommendation, 
To Whom It May Concern: 

1. I have personally known S. Sgt. Shirley E, Patterson AF16263438, for 
approximately 18 months. During this period he has served with distinction 
as a crew chief in aero repair and as a technical inspector in the 35th Maintenance 
Squadron. Staff Sergeant Patterson has always been open and aboveboard 
in all his dealings with his fellowmen. He has been a model noncommissioned 
officer and has always practiced high moral ideals. Staff Sergeant Patterson is an 
enthusiastic supporter of the Air Force character guidance program. 

2. It is with a great deal of personal gratification that I can recommend Staff 
Sergeant Patterson to adopt a child. I feel that both he and Mrs. Patterson 
meet all the qualifications as parents and will give a child the very best of care 
and certainly their love. 

3. Staff Sergeant Patterson has an efficiency rating and character rating of 
“excellent.” 

Betmont E. Sparks, 
Major, USAF Commanding. 
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APRIL 20, 1952 
Re: Acquiring United States’ citizenship for adopted child of 8S. Set. and Mps 
Shirley FE. Patterson AF16263438 35d Maintenance Squadron APO 994. } 
a legal resident of RRI c/o A. Bilderback, Petersburg, Ind. 


To Whom It May Concern: 

1. The Elizabeth Saunders Home at Oiso, Japan is a home for unwanted and 
abandoned children who are the offspring of members of the United States Ocey. 
pation Forces and women of Japanese origin. It is recognized as such h 
Japanese Government and has received financial aid from various bra es of 
the United States Occupation Forces as well as substantial contributions fro 
former Ambassador Joseph Grew. 

2. I, Mrs. Renzo Sawada, founder and executive director of the Eli 
Saunders Home in Oiso, Japan, attest to the fact that on April 20, 1952 a 
infant child, now christened Patric Dorian Patterson, was delivered from my e; 
at the home to 8. Sgt. and Mrs. Shirley E. Patterson for adoption. 

3. This child born February 12, 1952 of a Japanese girl and an American G] 
man of United States citizenship was abandoned by his father and found unwanted 
by the mother. 

4. Since this child has been completely relinquished by the parents 
claims can be made upon it by any individual, institution, or government 

5. When the child was adopted by 8S. Sgt. and Mrs. Shirley I. Patterson, jt 
was done not only to give him love, care, security, and education, but also to a 
quire for him the same citizenship of his newly adopted parents, with my assurance 
that such adoption involved no further legal restrictions or qualifications 

6. Therefore, I certify that said child is now in the possession of S. Set. and 
Mrs. Shirley FE. Patterson as a legally adopted child without anv reservations 

Mrs. RENZzO Sawapa 
Executive Director, Elizabeth Saunders Home, Oiso, Japan 


Witnessed by: 
Coutun O. Biaca, 
404 Weatherley St., Borger, Tex 
P. R. Brown, Jr 
31 Moreland Ave., Atlanta, Ga, 


STATEMENT 


35TH MAINTENANCE SQUADRON, 
35TH MAINTENANCE AND SUPPLY GROUP, 
APO 994, June 17, 1952. 

I, S. Sgt. Shirley E. Patterson, AF 16263438, swear and affirm respectively 01 
oath, deposed and say: 

I have at the present time approximately $700 in Guardian Life Insurance 
Co., in Dallas, Tex., which will be used for necessary expenses. 

In case of my death my wife will be designated to receive full benefits of my 
national service life insurance policy. 

My mother, Mrs. Helena Patterson, General Delivery, Missouri, has promised 
that in case I should become incompetent or should die, or to be transferred t 
a station to which this child could not follow, that she would take care of 
son so he would not become a public charge. 

SHIRLEY FE, ParrerRson, 
Staff Sargent, AF 16263438 35th Maintenance Squadron, APO 994. 


Subscribed and sworn to before me this 17th day of June 1952. 
THEODORE G. Hbyse, 
First Lieutenant, USAF, Adjutant, 35th Maintenance Squadron 


The committee, after consideration of all the facts in the e 
of the opinion that the bill (S. 1228) should be enacted. 
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ApriL 27 (legislative day, Aprit 6), 1953.—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany S. 1389] 


The Committee on the Judiciary, to which was referred the bill 
S. 1389) for the relief of Ami Hanada (Margaret Ami McClung), 
having considered the same, reports favorably thereon without 
amendment and recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant to the minor child adopted by 
citizens of the United States the status of a nonquota immigrant which 
is the status normally enjoved by the alien minor children of United 
States citizens. 

STATEMENT OF FACTS 


The beneficiary of the bill was born in Japan on August 15, 1950. 
The child has been adopted by Capt. and Mrs. Elbert Lewis McClung, 
who are United States citizens presently in Japan where Captain 
McClung is on duty with our Armed Forces. 

Senator John S. Cooper, the author of the bill, has submitted a 
number of letters and documents in support of the bill, among which 
are the following: 

APO 919, Care or PosTMASTER, 
San Francisco, Catir., 
February 27, 1953. 
Hon. JouN SHERMAN Cooper, 
United States Senate, Washington, D. C. 

_Dear Str: It gives me much pleasure to write one of Kentucky’s most able 
citizens, and for many years my father has spoken highly of you. I was fortunate 
to have roomed with Willie Paul, while attending school, who I believe knew you 
personally, and he too spoke of you with much respect. 
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Senator, mv wife and I are adopting a little 30-month-old Eurasian gir]. }or 
here in Japan. Our problem is that of a special bill of Congress, giving her per. 
mission to enter the United States. This procedure is being done by severa 
officers and airmen on this base and on other bases throughout Japan. 

I am sure you are aware that in the eves of the Japanese law these Eurasia 
children have no status of citizenship. It is a pathetic situation now that sore of 
the children are of school age. The only place the children are not discriminated 
against is in the Protestant and Catholic orphanages, which are subsidized + 
great extent by the allied personnel in Japan today. 

With vour kind permission I should like to relate our name, age and birthplac 
Dorothy Tupman McClung, 26 years, Columbia, Kv; and Elbert Lewis MeC]y 
30 vears, Smiths Grove, Ky. 

Dorothy and I were married November 19, 1949, at which time she was ¢ 
ployed with Porter Paint Co., Louisville, Ky., as a secretary. I was working for 
Fidelity & Casualty Co., of New York, and attending Jefferson School of La 
I attended law school with Julian Golden, whose brother is a Congressman fr 
the eastern district. 

I had formerly graduated from the University of Kentucky in 1947, and 
graduated from University of Louisville in June 1951. Prior to the afore; 
tioned date I was recalled to active duty with the 123d Fighter Bomber Wj 
We remained at Fort Knox (Godman Field) until June 1951, at which time | 
joined the 116th Fighter Bomber Wing and came to Japan. I have been here 20 
months. My wife joined me in May 1952. We hope to return to the United 
States in July or August of this year. Therefore, in order to have our daught 
accompany us, it will be necessary to have a special bill passed very soon beca 
of our early return to the Zone of Interior. 

As for getting our daughter’s name on the immigration list that would be 
no service to us, inasmuch as it would require from 1 to 2 vears for her applicati 
to be processed. Basis for relating the above is that I have personal knowledg 
of Senator Dick Russell of Georgia, informing one of his constituents to uss 
procedure. 

May I ask of you, your sincere cooperation and a favorable reply as soon a 
convenient. Should there be any expense for additional copies of the enclosur 
or any fee for investigation, please inform me and I shall gladly forward sa: 

Stateside acquaintances to be contacted if desired: 

Mr. J. O. Reynolds, attorney at law, Lexington, Ky. 

Hon. Thomas Mooney, mayor, Lexington, Ky. 

Morgan O. Woodward, Prudential Life Insurance Co., Louisville, Ky 

William Paul, Apartment M—6, Green Tree Manor, Louisville, Ky. 

Jerry A. Hogan, claims manager, Fidelity & Casualty Co. of New \ 
Starks Building, Louisville, Ky. 

Dr. M. A. Cooper, 500 West Ormsby, Louisville, Ky. 

Yours respectfully, 

Evrert L. McCuuna, Captain. 


WRITTEN AGREEMENT 
FEBRUARY 2, 1953. 
Re: Ami Hanada, Born August 15, 1950. 
To: Exvsert L. McCuiuna, 
Captain, USAF, AO-716891, 474th Supply Squadron, 
APO 919, care of Postmaster, San Francisco, Calif. 

The above-mentioned person is my daughter and she has been under your 
care and supervision since November 27, 1952. I agree to the fact that she shal 
be your adopted daughter from this day forward and may return to the United 
States of America with you. 

Fusako HANADA. 


Sworn to and subscribed before me this 13th day of February, 1953, at APO 919. 
Paut W. Brock, 
Second Lieutenant, USAF 
Summary Court. 
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WRITTEN AGREEMENT 
Frrrvary 2. 1953. 
Re: Ami Hanada, born August 15, 1950. 
To: Fusako HANADA. 
| have eared for your daughter, Ami Hanada, since November 27, 1952. 
| promise to observe the following obligations to Ami Hanada: 
1. At|the time I return to my homeland, I will be responsible for Ami Hanada’s 
entrv into the United States of America. 
2. 1 will afford Ami Hanada every security at my command while she is my 
adopted daughter. 
Evsert L. McCuune, 
Captain, USAF, 474th Supply Squadron, APO 919, care of Postmaster, 
San Francisco, Calif. 


Sworn to and subscribed before me this 13th day of February 1953, at APO 919. 


PauL W. Brock, 
Second Lieutenant, USAF Summary Court. 


MeEpIcaL CERTIFICATE 


HEADQUARTERS UNITED States Arr Force Hospitat, 
APO 919, February 16, 1958. 
This is to certify that Hanada, Ami (Margaret Ami McClung) 30-month old 
Japanese-American female has been given a complete physical examination this 
date which was completely within normal limits. 
t1cHARD H. NAtTzke, 
Captain, USAF (MC). 


HEADQUARTERS, 27TH FIGHTER Escort WING, 
APO 919, Care of Postmaster, San Francisco, Calif., January 26, 1953. 
To Whom It May Concern: 


This is to certify that I am well acquainted with Capt. Elbert L. MeClung and 
his wife Dorothy. I have learned to know and appreciate them through their 
religious activities in connection with the chapel program at the Misawa Air Force 
Base in northern Japan. I regard their lives and characters as the very finest. 
The sane, sober, and intelligent manner of their living is an example to their 
community. 

Sincerely, 
WaLtTEeR TASHNICK, 
Chaplain (Captain) USAF. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 1389) should be enacted. 
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ANN MARPELTBNGSRIORTH AND JOHN FRANCIS 
LONGWORTH 


Apri. 27 (legislative day, Aprit 6), 1953.—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 
(To accompany 8. 1390] 


The Committee on the Judiciary, to which was referred the bill 
S. 1390) for the relief of Ann Marie Longworth and John Francis 
Longworth, having considered the same, reports favorably thereon 
without amendment and recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant to the minor children to be 
adopted by citizens of the United States the status of nonquota 
immigrants which is the status normally enjoved by the alien minor 
children of United States citizens. 


STATEMENT OF FACTS 


The beneficiaries of the bill were born in Japan on February 18, 
1952, and March 15, 1948, respectively. They have been released 
from Our Lady of Lourdes Baby Home in Yokohama for adoption 
by Capt. and Mrs. Everett Longworth, who are citizens of the United 
States presently in Japan where Captain Longworth is on duty with 
our Armed Forces. 

Senator John S. Cooper, the author of the bill, has submitted a 
number of letters and documents in support of the bill, among which 
are the following: 
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YOKOHAMA ENGINEER Depot, 
80567TH ARMY Unit, 
APO 508, Care or PostMasTER, SAN FRANCISCO, Cait 
Jan uary 31 


Re: Request for private legislation for relief of Ann Marie and John | 
minor children in custody of Everett and Dora M. Longworth. 


Hon. Joun 8S. Cooper, 
United States Senator, 
Senate Office Building, Washington 25, D. C. 

DeaR SENATOR Cooper: My wife and I desire to take two half-Am 
half-Japanese children to the United States for adoption. We are perman: 
domiciled at. 1202 Washington Street, Sturgis, Kv. I have been inform 
the legal assistance officer in this command that certain information is necessa; 
to permit vou to introduce a private bill for the entry into the United s) 
of Ann Marie, formerly called Yoko Hashimoto, girl, age 1 vear, and John Fra) 
formerly called Michio Maeda, boy, age 5 years. The half-American bo 
girl mentioned above are now in our custody. 

For vour information and assistance in submitting this private lee 
please find enclosed? 

1. Release from Our Lady of Lourdes Orphanage Baby Home. 

2. Medical certificates of the 155th Army Hospital, Yokohama, Japan, shoy 
the children are free from communicable diseases or mental or physical def 

3. Certificate from the responsible personnel officer, Maj. Martin Siegel, \ 
hama Engineer Depot, showing my monthly income. 

4. Picture of my wife, myself, and Ann Marie, born February 18, 1952, a 
John Francis, born March 15, 1948. 

5. Certificates of baptism, showing that the girl was christened Anna Marie : 
February 28, 1952, and the boy was christened John Francis on March 21, 1948 

6. Letter character reference from Mr. Lewis Kaufman, assistant postmaster 
Baton Rouge, La. 

7. Letter character’ reference, from Mrs. Eula Long, 823 Kimball Av 
Seaside, Calif. 

8. Letter character reference from Mr. and Mrs, Louis Sheridan, 1202 Washing 
son Street, Sturgis, Ky. 

9. Letter recommendation Maj. Francis M. Jones, chaplain, Yokohama Fngir 
Depot, APO 503, care of postmaster, San Francisco, Calif. 

10. Listed below are names and addresses of three friends who are familia: 
with our background, for use by the immigration authorities. 

Mr. Eugene Bassett, 29 Hemlock Street, Bridgeport, Conn. 
Mr. and Mrs. Ben Parnell, Post Office Box 179, Baton Rouge, La 
Mr. and Mrs. E. R. Martin, Box 3155 Seacliff State Park, Aptos, Calif 
Thanking you for vour cooperation and assistance in this matter. 
Sincerely vours, 
Evererr LOoNGworth, 
Captain, Infant 


Our Lapy or LourpEs Bary Hom: 
Yokohama, Japan, September 12, 145 


I, Capt. Everett Longworth upon agreement with the Mother Superior of th 
Franciscan Missionaries of Mary of Yokohama, Our Lady of Lourdes Baby 
Home, promise to adopt legally child (Hashimoto Yoko), Anna Maria, born 0: 
February 18, 1952, baptized in the Catholic Church on April 4, 1952 under th 
name of Anna Maria. Also child (Michio Maeda), John Francis, born on Mare! 
15, 1948, baptized in the Catholic Church on March 21, 1948 under the name of 
John Francis. 

I also promise to bring up Anna Maria and John Francis according to the pre- 
cepts of the Roman Catholic Church and provide for their education in th 
Catholic schools. 
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nuch as possible I will keep in contact with the above home. In any way 
1 Maria and John Francis will be returned to the home if I become unable 
eep them. 
Everetr LoNGWortTH, 
Marte De Sv-Hetier, F. M. M., 
Mother Supe rior. 
\Witness: 


Marky St. Auky, F. M. M. 


idress in Japan: Yokohama Engineer Depot, APO 503, care of postmaster, 
San Franciseo, Calif. 
\ddress in United States: 1202 Washington Street, Sturgis, Ky. 


CERTIFICATI 


HEADQUARTERS, UNtrep Srates ArMy Hospirat, 
816S8tH Army Unit, 
APO 508, Se ptember 30, 1952. 
\nna Marie Longworth, age 7 months, dependent of Capt. Everett Longworth, 
ohama Engineering Depot, Sagami, was examined for adoption and found 
be free of infectious and communicable diseases, and is apparently adequate 
itallv for age. 
SHELDON W. JosePH, 
Captain, Medical Corps, Chief, Women’s and Children’s Clini 
\pproved: 
Hoparr D. BELKNAP, 
Colonel, Medical Corps, Commanding. 


CERTIFICATE 


HEADQUARTERS UNirep Srares ArMy Hosprrat, 
8168rH Army UNIT, 
APO 4508, December 138, 1952. 
John F., age 435 vears, dependent of Capt. Everett Longworth, 0394898, 
Yokohama Engineering Depot, APO 503, was examined for adoption and found 
to be free of contagious and communicable diseases and apparently mentally 
adequate for age. 
SHELDON W. JOSEPH, 
Captain, Medical Corps 
Approved: 
Hosart D. BELKNAP, 
Colonel, Medical Corps, Commanding. 


OFFICE OF THE CHAPLAIN, 
YOKOHAMA ENGINEER Depot 
APO 508, Care of Postmaster, San Francisco, Calif., October 8, 1952 
Te Whom It May Concern: 


Herewith is information designed to assist Capt. and Mrs. Everett Long- 
worth to consummate the formal adoption of Yoko Hashimoto, baptismal Chris- 
tian name, Anna Marie. 

1. Capt. Everett Longworth, 0394898, United States Army, age 39, Yokohama 
Engineer Depot, APO 503, care of Postmaster, San Francisco, Calif., and Mrs. 
Dora M. Longworth, Yokohama Engineer Depot, APO 503, care of Postmaster, 
San Francisco, Calif. Captain and Mrs. Longworth reside at 180A Sagamihara 
Housing Area. 

2. The child’s name is Yoko Hashimoto. 

3. Yoko Hashimoto was born February 18, 1952 in the United States Army 
Hospital, 8168th AU, Yokohama, Japan. 

4. Captain and Mrs. Longworth received Yoko Hashimoto from Our Lady of 
Lourdes Orphanage in Yokohama, Japan 

5. Captain and Mrs. Longworth first saw Yoko Hashimoto when they visited 
Our Lady of Lourdes Orphanage on August 10, 1952. They went there with the 
intention of adopting a child. On August 28, 1952, Captain and Mrs. Longworth 
took Yoko Hashimoto to their home where she has remained and now resides. 
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6. I, Chaplain (Maj.) Francis M. Jones, have seen Yoko Hashimoto and to 
she appears to be alert and in good health. 

7. Captain and Mrs. Longworth enjoy a superior character rating. Their home 
is adequate, and any child would be fortunate to share it with them. 

8. Captain and Mrs. Longworth are financially able to support Yoko Hashi- 
moto. Asa United States Army officer Capt. Everett Longworth has a depend- 
able income. He affirms that he has no debts and I have seen his savings account 
balance and know that it is adequate to withstand any foreseeable financial re- 
verses. 

9. Without any reservation whatsoever I recommend favorable action upon 
the application of Capt. and Mrs. Everett Longworth to adopt Yoko Hashi- 
moto, 


Francis M. JoNnEs, 
Chaplain (Major) United States Army 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 1390) should be enacted. 


f 
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LINDA MARLENE KOLACHNY (MARIKO FURUE) 


APRIL 27 (legislative day, APRIL 6), 1953.—Ordered to be printed 


Mr. Langer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany 8. 1418] 


The Committee on the Judiciary, to which was referred the bill 
(S. 1418) for the relief of Linda Marlene Kolachny (Mariko Furue), 
having considered the same, reports favorably thereon without amend- 
ment and recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant to the minor child to be adopted 
by citizens of the United States the status of a nonquota immigrant 
which is the status normally enjoyed by the alien minor children of 
United States citizens. 


STATEMENT OF FACTS 


The beneficiary of the bill was born in Japan on August 1, 1949, of 
a Japanese mother and an American father. The child is presently in 
the custody of Warrant Officer and Mrs. Clarence D. Kolachny, who 
are United States citizens presently in Japan where Warrant Officer 
Kolachny is on duty with our Armed Forces. 

Senator Frank Carlson, the author of the bill, has submitted a 
number of letters and documents in support of the bill, among which 
are the following: 





LINDA MARLENE KOLACHNY (MARIKO FURUE) 


HEADQUARTERS SASEBO REPLACEMENT Deport, 
8068th Army Unit, APO 27, March 16, 19523 
Re: Request for private legislation for relief of Linda Marlene Kolachny, minor 
child in custody of W. O. (jg.) Clarence D. Kolachny. 
Hon. Frank Car.son, 
United States Senator, 
Senate Office Building, 
Washington 25, D. C. 

Dear SenaToR CaRison: My wife and I desire to take a half-American 
half-Japanese child to the United States for adoption. We are permanently 
domiciled at Route No. 2, Ellsworth, Kans. I have been informed by the legaj- 
assistance officer in this command that certain information is necessary to permit 
vou to introduce a private bill for the entry into the United States of Linda 
Marlene Kolachny, formerly called Mariko Furue, the half-American girl men- 
tioned above now in our custody. 

For your information and assistance in submitting this private legislation 
please find enclosed: 

1. Letter from director of social welfare, Sasebo, Japan. 

2. Medical certificate of the United States Army Hospital, 8041st Army 
Unit, Sasebo, Japan, showing the child is free from communicable diseases 
or mental or physical defects. ‘ 

3. Certificate from the responsible finance officer, W. I. Grandjean, Major, 
Finance Corps, 13th Finance Disbursing Section, Sasebo, Japan, showing 
my monthly income. 

4. Picture of my wife, myself, and Linda Marlene, born August 1, 1949, 
at Kumamoto, Kyushu, Japan. 

5. Certificate of baptism showing that the child was christened Linda 
Marlene Kolachny, on February 22, 1953, at the United States Army Chapel, 
Sasebo Replacement Depot, Sasebo, Japan. 

6. Character reference of Capt. Beryl F. Parks, United States Army. 

7. Character reference of Lt. A. Canciglia, United States Army. 

8. Character reference of Maj. Jack E. Compton, United States Army 

9. List giving names and addresses of my family, names and addresses of 
members of my wife’s family, and names and addresses of three friends in 
the United States who are familiar with our background, for use by the 
immigration authorities. 

10. Sworn statement of the undersigned accomplished at the American 
Consulate, Fukuoka, Japan. 

11. Release from mother of the child, Shoko Furue, authorizing custody 
of the child pending completion of adoption proceedings in accordance with 
the laws of the State of Kansas and the United States of America. 

12. Digest of the adoption laws of the State of Kansas. 

13. Statement of legal specialist, United States Fleet Activities, Sasebo, 
Japan, 

I wish to thank you for your kind cooperation and assistance in this matter. 

Sincerely yours, 

CLARENCE D. Kowacuny, 
W. O. (jg) Assistant Personnel Officer 


CERTIFICATE 


Unitep States Army Hospitat, 
8041st Army UNIT, 
APO 27, November 20, 1952. 
This is to certify that Linda, 3-vear-old Japanese national, has been examined 
this date and found to be free of communicable or contagious diseases. Subject 
person is considered physically qualified for adoption by W. O. (jg) and Mrs 
Clarence D. Kolachny. 
ELMER 8S. BELLINGER, 
Captain, Medical Corps, Chief, Outpatient Service. 





LINDA MARLENE KOLACHNY (MARIKO FURUE) 


CERTIFICATE 


OFFICE OF THE CHAPLAIN, 
HEADQUARTERS, SASEBO REPLACEMENT Depot, 
8068TH Army UNIT, 
APO 27, February 22, 1958. 

I. the undersigned, certify that I baptized Linda Marlene Kolachny, the 
adopted daughter of W. O. (jg) Clarence Dale Kolachny W 151034, and his wife 
Elsie Mildred Kolachny, Headquarters and Headquarters Company, Sasebo 
Replacement Depot, 8068th Army Unit, APO 27, c/o Postmaster, San Francisco, 
Calif., in the name of the Father and the Son and the Holy Spirit on February 22, 
1953, in the chapel, Sasebo'Replacement Depot, Sasebo, Japan. The following 
were witnesses to the above sacrament of baptism: Ist Lt. Alphonse Canciglia 
0959097, and his wife, Mrs. Dora Lee Canciglia, Headquarters and Headquarters 
Company, Sasebo Replacement Depot, 8068th Army Unit, APO 27, c/o Post- 
master, San Francisco, Calif. 


Epwin W. ARMSTRONG, 
Chaplain (Major) United States Army, Depot Chaplain. 
The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 1418) should be enacted. 


O 
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Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 
(To accompany H. R. 688] 


The Committee on the Judiciary, to which was referred the bill 
H. R. 688) for the relief of Takako Niina, having considered the 
same, reports favorably thereon without amendment and recommends 
that the bill do pass. 

PURPOSE OF THE BILL 


The purpose of the bill is to grant to the minor child adopted by 
citizens of the United States the status of a nonquota immigrant which 
is the status normally enjoved by the alien minor children of United 
States citizens. 

STATEMENT OF FACTS 


The beneficiary of the bill was born in Japan on December 2, 1948, 
of a Japanese mother and an unknown father. The child was placed 
in an orphanage. She was subsequently released for adoption to 
Sgt. and Mrs. Harry Romanki who are citizens of the United States. 

Congressman Sterling Cole, the author of the bill, submitted to 
the Committee on the Judiciary of the House of Representatives the 
following information in support of the bill: 


CONGRESS OF THE UNITED STATEs, 
Hovusk oF REPRESENTATIVES, 
Washington, D. C., Jan uary 7, 1983. 
CHAIRMAN, SURCOMMITTEE ON IMMIGRATION, 
CoMMITTEE ON THE JUDICIARY, 
House of Representatives, Washington, D.C. 

Dear Srr: On January 6, I introduced a bill for the relief of Akiko Niina 
H. R. 688), which has been referred to your committee Upon further ex- 
imination, I now find that the child’s name is Takako Niina, and call this to 
the committee’s attention in order that an amendment to the bill can be made 
al the appropriate time, 
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Enclosed are pertinent documents, including a copy of the adoption agre 
ment of the adoptive parents, Mr. and Mrs. Harry Romanki, now residir,¢ 
Germany, whose home address is 331 Diven Avenue, Elmira, N. Y. 

Since this case appears to have considerable merit, I would urge favorable 
consideration of it. Should you desire any further information, please let 
know. 

Sincerely vours, 
STERLING Coe, M. C. 


AGREEMENT OF ADOPTION 


This agreement made this 19th day of May 1952, between Akiko Niina, of 
Tokyo, Japan, party of the first part, and Harry Romanki, master sergeant of th 
United States Army, RA—12286499, and his wife, Sophie A. Romanki, parties of 
the second part, presently stationed in Japan with the United States Army at th 
following address: Honor Guard Company, Headquarters, Far East Command. 
APO 500, care of Postmaster. San Francisco, Calif. 

Whereas the said party of the first part gave birth to a female child, Takako 
Niina, said child having been born out of wedlock on 2 December 1948, being now 
3 years and 5 months of age, the name of the father and the whereabouts of the 
father being unknown to the party of the first part, and immediately after th: 
birth of the said child having left the child with the Seiyu Home, an orphanag: 
under the supervision of the Tokyo-To. Chuo Jido Sodansho (the Tokyo Chil- 
dren’s Consulting Office, Tokyo, Japan); and 

Whereas the said parties of the second part are willing to adopt the said child, 
Takako Niina, hereinafter to be known as Barbara Anne Romanki, and to ty 
referred to in this agreement as Barbara Anne Romanki, subject to the conditions 
hereinafter contained, and on the part of the party of the first part to be observed 
Now this agreement witnesseth that the said parties covenant and agree as follows 
that is to say: 

1. The said parties of the second part shall adopt the said child, Barbara Anne 
Romanki, and shall, until this child shall attain the age of 21 years, or shall marry 
under that age, maintain, board, lodge, clothe, and educate her in a manner suit- 
able to their station, and as if she were the lawful child of the parties of the second 
part, and shall at the cost of the parties of the second part, and of the survivor of 
them, provide the said child, Barbara Anne Romanki, with all necessaries, and 
discharge all the debts and liabilities which the said child may incur for neces- 
saries, and indemnify the said party of the first part against all actions, claims, 
and demands in respect thereof. 

2. Thesaid party of the first part hereby nominates and appoints the said parties 
of the second part, during their lives, and after their respective deaths, the person 
or persons to be nominated in that behalf as is hereinafter mentioned, to be the 
guardians of the person and estate of the said child, Barbara Anne Romanki, 
until she shall attain the age of 21 years, or until she shall marry under that age. 

3. The said party of the first part shall not revoke the apopintment hereby ex- 
pressed to be made, and will not by deed, will, or otherwise, appoint or apply for 
the appointment of any other person or persons to be guardian of the said child, 
Barbara Anne Romanki, or of her estate. 

4. In case of the death of either of the parties of the second part before the said 
child shall attain the age of 21 years, or marry under that age, it shall be lawful 
for the survivor of them, the said parties of the second part, by deed or will, to 
nominate and appoint any person or persons, from and after the decease of such 
survivor, to be guardian or guardians of the said child, Barabra Anne Romanki. 

5. The said party of the first part shall not herself, nor shall any person or 
persons claiming under her, or acting under her authority, at any time or in an) 
manner interfere with the training or management of the said child, Barbara Anne 
Romanki, or with her moral, intellectual, or religious education or instruction. 

6. If the said party of the first part shall not perform and observe all and every 
one of the stipulations herein contained and on her part to be performed and ob- 
served, then and in every such case it shall be lawful for the said parties of the 
second part, and the survivor of them, by notice in writing under their, his, or 
her hands or hand, and addressed either to the party of the first part, or to the 
person setting up such claim or demand, or so interfering as aforesaid, to put an 
end to the agreement hereby expressed to be made, and thereupon the same shall 
absolutely cease and determine; provided that in such event the said party of 
the first part, or her estate, shall be liable to pay and satisfy all debts and liabili- 
ties incurred by or in any wise for the benefit of the said child, Barbara Anne 
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Romanki, which at the time of such determination of this agreement shall not 
have been paid and satisfied. 

7. It is expressly agreed by the party of the first part that so long as the parties 
f the second part maintain this agreement it shall be agreeable for them to take 
he said child Barbara Anne Romanki, from the country of Japan, its islands, or 
territories, for any length of time, and to reside with the child, Barbara Anne 
Romanki, at any place, island, territory, or country for any length of time. 

[NX WITNESS WHEREOF, We the parties of the second part have hereunto set our 
hands and seals; and 

IN WITNESS WHEREOF, I, the party of the first part, after first having this 
agreement translated to me from the English language into the Japanese language 
hy Tazuko Matsumoto, and fully understanding the terms as set forth in this 
agreement, have hereunto set my hand. 


AKIKO NIINA, 
Party of the first part. 
Witnesses: 
JEREMIAH QO. SULLIVAN. 
NaMio HAMADA. 
Harry RoMANKI, 
Soporte A. RoMANKI, 
Parties of the second part 
Witnesses: 
JEREMIAH QO. SULLIVAN, 
Judge Advocate Section, Headquarters Command, Far East Command, 
APO 6500, care of Postmaster San Francisco, Calif. 


Namio HaAaMADA, 
5. Ichome Fukusamicho Jukagowa Kotoku-Tokyo-to, Japan. 

I, Tazuko Matsumoto, an official interpreter assigned to the Judge Advocate 
Section, Headquarters and Service Command, Far East Command, APO 500, 
Care of Postmaster, San Francisco, Calif., being first duly sworn, depose and 
sa\ 

That, on the 19th day of May 1952, I translated the above agreement of 
adoption to Akiko Niina, from the English language into the Japanese language, 
and after interpreting this agreement I was informed by the said Akiko Niina 
that she understood the terms contained therein. 

Tazvuko Marsumorto, Interpreter. 


Sworn to and subscribed before me this 19th day of May 1952, 
LaureEs B. RaJskt, 
Captain, AGO (WAC), 
Summary Court Headquarters and Service Comd., FEC. APO 500 Care 
of Postmaster, San Francisco, Calif. 


HEADQUARTERS, ToKkYO GENERAL DISPENSARY, 
8128TtH Army UNIT, 
APO 500, April 3, 1952. 
MEDICAL CERTIFICATE 


Barbara Romanki, foundling for adoption by M. Sgt. Harry Romanki, has 
been examined at this installation and found to be in good health physically and 
developmentally. There is no evidence of any contagion or infection excepting 
the findings of the stool examination, which are responding to medical treatment. 

The following are the results of laboratory investigation: 

X-ray of chest: Negative. 

Blood serology: Negative. 

Stool examination: Ascaris Lumbricoides Ova (unfertilized) Trechuris Trechiure 
Ova. 

Blood count: Normal. 

Harry Spitz, 
Lieutenant Colonel, Medical Corps, 
Commanding. 
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Honor Guarp Company, 
GENERAL HEADQUARTERS, Far East ComMManp, 
APO 500, 28 March 1952. 

The following information is supplied: 

Husband’s parents: John Romanki, 331 Diven Avenue, Elmira, N. Y.; mother 
deceased, died 29 May 1929. 

Husband’s sister: Sophie B. Romanki, Robert Packard Hospital, Sayre, Pa 

Husband’s brother: Steve Romanki, 331 Diven Avenue, Elmira, N. Y. 

Husband’s friends: Mrs. John Lido, 1206 Grand Central Avenue, Elmira 
N. Y.; Mr. George Evangelis, 580 Elwood Avenue, Buffalo, N. Y.; Mr. Bernard 
Gulka, 900 Lackawanna Avenue, Elmira, N. Y. 

Wife’s parents: Father deceased; died December 31, 1940; Mrs. Sophie M., 
Kulikowski, 24 West Steuben Street, Bath, N. Y. 

Wife’s brothers: Henry B. Kulikowski, 24 West Steuben Street, Bath, N. \ 
Cpl. John A. Kulikowski, Headquarters and Headquarters Battery, 3lst AAA 
Brigade, Fort Lewis, Wash.; Sgt. Alfred J. Kulikowski, United States Marin 
Corps, Quantico, Va. 

: Wife’s sister: Miss Helen Kulikowski, 1327 Kenyon Street NW., Washington, 
D. A 

Wife’s friends: Mrs. Jack Oliveira, 13 Thelma Avenue, Somerset Center, Mass.: 
Mrs. Josephine Caparulo, 312 Diven Avenue, Elmira, N. Y.; Mr. John Evangelis 
care of Club Lunch, Water Street, Elmira, N. Y 


HEADQUARTERS AND SERVICE COMMAND, 
Far East ComMMAND, 8232p Army UNI’, 
OFFICE OF THE PROTESTANT CHAPLAIN, 
APO 500, 1 April 1952, 


To Whom It May Concern: 

M. Sgt. and Mrs. Harry Romanki were not known to me personally until recent 
days. In making arrangements to adopt this child, Sergeant Romanki can 
twice to have a conference with me—and, at my request, both Sergeant and Mrs 


Romanki—that I might form a basis for this recommendation. 

I feel that this couple is very sincere in their desire to provide a home for this 
little girl. They both give indications to me that they are mature in their ow: 
personal lives and recognize the responsibility that such a newcomer into their 
home would entail. Mrs. Romanki was the eldest of five children and has had t! 
experience of caring for younger brothers and sisters. They seem to be in lov 
with each other, which is always the basis for the giving of love to the child. 

I believe that this couple will do everything that thev can to provide a decent 
God-fearing home for this child, and that the child will be indeed blessed with 
such foster parents 


e 


Maury Hunp.ey, Jr., 
Chaplain (Major) USA. 


Far East COMMAND, 
PRINTING AND PUBLICATIONS CENTER, 
8234rTnH Army UNIT, 
APO 503, March 31, 1952. 
Subject: Character reference. 
To Whom It May Concern; 

I have known M. Sgt. Harry Romanki and his wife, Sophie Romanki, for the 
past vear and ] know them to be of good morals, competent and industrious in all 
manners, and fit to be the parents of an adopted child. 

Master Sergeant Romanki served 914 vears in the Marine Corps and the past 
3 years in the Army and for the 19 months past has been in good standing as a 
member of the Honor Guard, General Headquarters, Far East Command. 

I know this couple to be financially capable of assuming the burdens of support- 
ing a child and that they will give it a home and all the luxuries that a normal 
child within the United States would be accustomed to and that they are definitely 
capable of raising the standard of living as concerns the child which they propos¢ 
to adopt. 

I highly recommend this couple as parents in the proposed adoption and would 
consider any help rendered them in accomplishing this adoption and other neces- 
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sary related matters in taking the child to the United States as highly beneficial 
to both the couple and the child. 
OrvVILLE D. McDOona.p, 
First Lieutenant, AGC. 


HEADQUARTERS, YOKOHAMA S1iGNaL Deport, 
8084TH Army UNIT, 
APO 508, April 2, 1952. 
Subject: Character reference. 
To Whom It May Concern: 

I have known Master Sergeant and Mrs. Romanki since my assignment in the 
Far East Command in November 1949. 

Since that time both Sergeant and Mrs. Romanki have conscientiously con- 
sidered adoption of a child. I know this from personal knowledge inasmuch as 
myself and Mrs. Cooper, who are childless after 10 years of married life, have 
seriously considered adoption also. This has been frequently discussed between 
both Sergeant Romanki and myself, and I firmly believe all aspects of parental 
responsibilities have been given the deepest thought and understanding. 

Without reservation, I wholeheartedly recommend that every consideration be 
given the Romankis in their application for this adoption. 

I would therefore vouch for this petition of adoption by Sergeant and Mrs. 
Romanki as personally having knowledge of their sincerity in offering a home to 
a child that would surely be as one of their own, and would be afforded the love, 
comfort, and home life of any Christian American child. 

Witiram A. Cooper, 
Captain, Signal Corps, O-452598. 


HEADQUARTERS AND SERVICE COMMAND, 
GENERAL HEADQUARTERS, FAR East CoMMAND, 
APO 500, March 31, 1952. 

I certify that I am the official custodian of the service record (WD AGO Form 
24A) pertaining to M. Sgt. Harry Romanki (RA-12286499), a member of this 
command, 

I further certify that subject enlisted man’s current monthly income, including 
station per diem and subsistence allowance, amounts to $317.50, as follows: 
$227.50 base pay, $22.50 foreign-service pay, and $67.50 station per diem and 
subsistence allowance. 

Ear. J. FILBeRt, 
Warrant O flice r (9g. USA, 


Honor Guarp Company, GENERAL HEADQUARTERS, 
8233p Army UNIT, 
APO 500, April 8, 1852. 
STATEMENT 


I, M. Sgt. Harry Romanki (RA—12286499), was born on the 24th dav of March 
1918 at Elmira Heights, N. Y. At the present time I am 34 years of age. I 
have completed 12 vears of schooling (GED). 

I enlisted in the United States Marine Corps on January 29, 1940, and served 
in that capacity until May 1, 1949. Then I reenlisted in the United States 
Army on May 24, 1949, and have served in the United States Army up to the 
present date. 

I was married to Sophie A. Kulikowski on the 19th of April 1947 at Norfolk, 
Va., in a church ceremony. 

Harry Romankr (RA-12286499), 
Master Sergeant, Honor Guard Company. 
Subscribed and sworn to, before me this 8th day of April 1952. 
James L. ANDREWS, 


Captain, Infantry, Commanding, 
(Summary Courts Officer). 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (H. R. 688) should be enacted. 


O 
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APRIL 27 (legislative day, Apri 6), 1953.—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


{To accompany H. R. 748] 


The Committee on the Judiciary, to which was referred the bili 
(H. R. 748) for the relief of Anneliese Else Hermine Ware (nee 
Neumann), having considered the same, reports favorably thereon 
without amendment and recommends that the bill do pass. 


. PURPOSE OF THE BILL 


The purpose of the bill is to waive the excluding provision of existing 
law relating to the commission of a crime involving moral turpitude in 
behalf of the wife of a United States citizen. 


STATEMENT OF FACTS 


The beneficiary of the bill is a native and citizen of Germany, who 
is presently married to Sgt. Harlen Odgeton Ware, a member of the 
United States Armed Forces. They have one child. In 1947 she was 
convicted in Germany of the theft of two bags of coal and paid a fine 
in lieu of 10 days in jail. Without the waiver provided for in the bill, 
the beneficiary will be unable to accompany her citizen husband and 
child when they return to the United States. 

Congressman Burr P. Harrison, the author of the bill, appeared 
before a subeommittee of the Committee on the Judiciary of the House 
of Representatives and made the following statement: 
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STATEMENT BY REPRESENTATIVE Burr P. HARRISON, OF VIRGINIA, IN Support 
oF His Bit, H. R. 748, For THE RELIEF OF ANNELIESE Ese HERMINE Wage 
(NEE NEUMANN) 


The subject of this bill is the wife of Harlen Odgeton Ware, an enlisted member 
of the United States Air Force presently stationed at Webb Air Force Base, Tex. 

On August 8, 1951, during his period of service in Germany, Sergeant Ware 
appeared before the United States counsel in Berlin and acknowledged that he was 
the father of Larry Wayne Neumann, who was born in Berlin on June 19, 195). 
to Anneliese Neumann. 

By due process, the name of the child was changed to Larry Wayne Ware, 
following the marriage of Sergeant Ware and Miss Neumann, which marriage was 
approved by United States Army authorities and United States civil authorities 
in Germany and took place on or about October 26, 1951. 

Mrs. Ware sought to accompany her husband on his reassignment to the United 
States and bring their child. She found himself blocked, however, by a holding 
of the United States consulate in Berlin that she was inadmissible under the pro- 
visions of section 3 of the act of February 5, 1917, relating to persons who had been 
convicted of a crime involving moral turpitude. 

It appeared that Mrs. Ware, then 20 years of age and seeking to support her 
parents and 6 brothers and sisters, none of them who was able to work, had in 
fact stolen 2 bags of coal on separate occasions while she was employed in a 
railway coal yard in Berlin during the month of January 1947. She was charged 
with theft and given a choice of 10 days in jail or a fine of 200 reichmarks. She 
elected to pay the fine. 

Mrs. Ware has explained the offenses as follows: 

‘Father and mother were both unable to work at this time (1947). Father was 
British prisoner of war. Mother was hurt in both legs during the Russian attack 
on Berlin. There was at that time six younger children in the family who were 
not old enough to work. 

‘Reason for theft was the fact of keeping the family warm and to enable them 
to cook their food.” 

Under date of May 10, 1952, the prosecuting authority of Eberswalde ordered 
expunged from the penal register the convictions of Mrs. Ware. The United 
States consulate informed Mrs. Ware, however, under date of June 10, 1952, as 
follows: 

“This consulate regrets to inform you that this clearing of your police record 
is not considered as vitiating a conviction of an offense involving moral turpitude 
so as to permit the issuance of an immigration visa.” 

It appears that the case of Mrs. Ware is similar to a number in which the Con- 
gress has seen fit to give relief in the past. Despite the superseding of the act of 
February 5, 1917, it is indicated that Mrs. Ware remains barred by the provisions 
of the ninth category of section 212 (a) of the Immigration and Nationality Act 
of 1952 (Public Law 414, 82d Cong.). It is submitted that H. R. 748 is in the 
spirit of recent congressional policy in such cases. 

The presence of Mrs. Ware and their son in the United States is most earnestly 
desired by Sergeant Ware, and his parents are ready to provide a home for the 
two immigrants at Naola, Va., in my congressional district, during such period 
as it might be found impractical for the three members of the Ware family to be 
together while Sergeant Ware is in service. 


In addition, Congressman Harrison submitted the following 
documents in support of the bill: 


( Translation] 
ProsecutTinG AUTHORITY OF THE District EBERSWALDE 
File No.: Gns, 45/52 


EBERSWALDE, 10th of May 19852. 

Rudolf-Breitscheid-Strasse 36, 
Phone 3151-55 (local and long- 

distance call). 

To Mrs. Anneliese Ware, Berlin SW. 29, Fiirbringer Strasse 25, ie 
We have ordered today the canceling of previous convictions registered in the 
penal register of Eberswalde according to your application of February 18, 1952. 
This canceling is in conformity with § 8 of the law concerning the limited informa- 
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about the penal register and the canceling of registrations of punishments 
- \pril 9, 1920, gazette for publication of federal laws, page 507— 


sTAMP OF THE PROSECUTING (Signe d) MAASS, 
UTHORITY OF EBERSWALDE] 


[his translation corresponds to the original text in German language. 
Berlin, May 17, 1952. 


| F. C. WERNICKE, 
(1) Berlin SW. 6 Wartenburgstr. 16. 
License No.: 5469 of October 25, 1948, 


THe ForeIGN SeRVICE OF THE UNITED STATES OF AMERICA 


AMERICAN CONSULATE, 
Berlin, Germany, June 10, 1952 
\irs. HARLEN O. Ware, 
Berlin SW. 29, Fiirbringerstrasse 25. 4 
her Dear Mrs. Ware: Reference is made to your recent visit at this consulate 
din luring which you exhibited documents showing that your convictions have been 
na removed from your police record. 
ged This consulate regrets to inform you that this clearing of your police record 
She is not considered as vitiating a conviction of an offense involving moral turpitude 
so ag to permit the issuance of an immigration visa. 
Very truly yours, 
HerMaANn T. SKOFIELD, 
American Vice Consul 
(For the Consul General). 


A statement by the beneficiary of the bill reads in part as follows: 


The American consulate in Berlin has placed my husband in the position where 
he must ultimately make the choice between having his family or having his 
itizenship. In the great democracy of the United States where the emphasis is 
placed upon the preeminence of the individual, his rights and privileges, I cannot 
understand how the consulate here could be so void of conscience as to put my 
husband, an American citizen, in such a merciless situation as he finds himself 
to be in. 

Our marriage was cleared, approved, and processed through all proper channels. 
The American consulate gave their consent. Yet, after our marriage, when my 
husband was to return to the United States, the American consulate refused to 
issue an immigration visa to me. They based their refusal upon an old “con- 
viction of an offense involving ‘moral turpitude’.” The facts of this matter 
will be listed in outline, and complete substantiating records are enclosed for your 
information. 

WareE Case OUTLINE 


Coal was stolen during the month of January 1947. 

2. Two bags (perhaps 10 to 20 pounds each) were stolen. 

3. Was arrested by the same railroad policeman each time upon trying to leave 
the railroad coalyard. 

4. Mrs. Ware was 20 years old when crime took place. 

5. She was only booked for “theft” each time. She had notrial. Given choice, 
through means of correspondence, of either 10 days in jail or RM. 200 fine. She 
paid the said amount. 

Father and mother were both unable to work at this time (1947). Father 
was a British prisoner of war. Mother was hurt in both legs during the Russian 
attack on Berlin. There was at that time six younger children in the family who 
were not old enough to work. 

Reason for theft was the facts of keeping the family warm and to enable 
theta to cook their food. 

8. An amnesty was issued without request in 1949. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (H. R. 748) should be enacted. 


O 
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ApriL 27 (legislative day, Aprit 6), 1953.—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 884] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 884) for the relief of Stephanie Marie Dorcey, having con- 
sidered the same, reports favorably thereon without amendment and 
recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant to the minor child to be adopted 
by citizens of the United States the status of a nonquota immigrant 
which is the status normally enjoyed by the alien minor children of 
United States citizens. 


STATEMENT OF FACTS 


The beneficiary of the bill was born on February 29, 1952, of a 
Japanese mother and an unknown American soldier. The child has 
been released from the Our Lady of Lourdes Baby Home in Yoko- 
hama for adoption by Mr. and Mrs. Carlyle John Dorcey, who are 
United States citizens. 

Congressman W. R. Poage, the author of the bill, submitted to the 
Committee on the Judiciary of the House of Representatives the 
following information in support of the bill: 

HovseE or REPRESENTATIVES, 
Washington, D. C., February 3, 1958. 
Hon. Cuauncey W. REEp, 


Chairman, House Judiciary Committee, 
Old House Office Building, Washington, D. C. 


Dear Mr. CuarrMaAn: There is enclosed a copy of H. R. 884, a bill for the 
relief of Stephanie Marie Dorcey. 
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This bill was introduced at the request of my constituent, S. Sgt. Carlyle J 
Dorcey, No. 16215571, 6400th Aircraft Repair Squadron, Box 241, FELOGFOp 
APO 323, care of Postmaster, San Francisco, Calif. It seems that Sergeant 
Dorcey and his wife had adopted a little Japanese girl by the ame of Stephanie 
Marie, nee Fujiko Sato, from Our Lady of Lourdes Baby Home in Yokohama 
Last October Sergeant Dorcey wrote me asking that I introduce such a bil! ang 
pointed out that his tour of duty expired in December and pointed out that he 
was requesting an extension of duty until such time as the Congress acted po; 
our bill. 

The Air Force granted Sergeant Dorcey’s request and extended his tour of 
duty until June 1953. You can see, therefore, that this young couple are anxious 
to obtain approval as quickly as possible. 

I am enclosing such affidavits and statements as were suggested by the staff jp 
your committee. If the affidavits or statements are not complete, or if you or 
the committee need additional information, please let me know. It would be 
appreciated if this bill could be expedited as much as possible. 

Thanking you for this courtesy, and with best regards, I am, 

Sincerely yours, 


AFFIDAVIT 


Wits THE UNiTeEp States Arr Force ABROAD, 
Tachikawa, Honshu, Japan, 
FEAMCOM Air Base, APO 328, ss: 

We, Carlyle John Dorcey and Alberta Tondera Dorcey, man and wife, after 
first being duly sworn according to law, depose and say: 

That our full names are Carlyle John Dorcey and Alberta Tondera Dorcey 
respectively; 

That our adopted child’s name is Stephanie Marie Dorcey, born Fujiko Sato; 

That the name of Fujiko Sato appears on the Japanese birth certificate; 

That in accordance with the laws of Japan we adopted our child, Stephanie 
Marie Dorcey, nee Fujiko Sato, on June 26, 1952; 

That said child is legally ours according to authorization dated July 17, 1952, 
signed by Uchiyama Jintaro, Governor of Kanagawa Prefecture, Yokohama, 
Honshu, Japan; 

That we herewith assume full responsibility for the said child’s welfare, support, 
and care; 

That we will accomplish all the necessary proceedings and documents required 
by the laws of the State of Texas for the legal adoption of said child, upon our 
return to the United States; 

That we did adopt the said child with all good faith and that we will always 
keep, love, support, and care for said child as if she were our own flesh and blood; 

That we are financially able to support and educate said child and will under 
no condition permit her to become a public charge; 

That in the event either of us or both of us should predecease said child, pro- 
visions have been made for her support, care, and keep until said child becomes of 
age or capable of supporting herself. 

Witness our hand and seal this 17th day of October 1952. 


CARLYLE JOHN Dorcey. 
ALBERTA TONDERA Dorcey. 


ACKNOWLEDGMENT 


Wirth THE Unitep States Arr Force ABRoap, 
Tachikawa, Honshu, Japan, FEAMCOM Air Base, APO 323, ss: 


I, August C. Carlson, do hereby certify that I am an officer of the Department 
of the Air Force of the United States now on active-duty in the Federal service; 
that I am now a judge advocate; that as an officer serving in such a capacity, I 
have the general powers of a notary public under the provisions of article 136, 
Uniform Code of Military Justice ; that Carlyle John Dorcey and Alberta Tondera 
Dorcey, known to me to be the persons who are executing the foregoing affidavit 
dated October 17, 1952, and hereto annexed, and known to me also as persons 
subject to military laws as defined in the act approved May 5, 1950 (64 Stat. 107, 
136th article, U. C. M. J.), appeared before me this day and first being duly sworn 
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acknowledged that they executed said instrument voluntarily for the uses and 
purposes indicated. ' 
Subseribed and sworn to before me this 17th day of October 1952. 
Aucust C. CARLSON, 
Lieutenant Colonel, USAF, Judge Advocate. 


HEADQUARTERS, Far East Arr Locistic Force, 
OFFICE OF THE StaFF JupDGE ADVOCATE, 
APO 328. October 17, 1952. 
CERTIFICATE 


[, John K. Best, major, United States Air Force, an appointed judge advocate 
the Air Force, have examined the documents in the possession of 8. Sgt. Carlyle 
Dorcey and have personally interviewed said sergeant and his wife. It is my 
jetermination that they have adopted their child in good faith and in accordance 
with the laws of Japan. 
Joun K. Best, 
Major, USAF, Judge Advocate. 


TacHIKAWa, Honsuu, Japan, July 1, 1952. 
Hon. W. R. Poace, 

House Office Building, Washington, D. C. 

Dear Str: I am writing this letter to you in hopes that you will be able to help 
my wife and myself by introducing a private bill before the United States Congress 
to permit our newly adopted daughter to enter the United States as an American 
citizen, 

Our home is in Waco, Tex., where my wife was born and raised. Her parents 
have lived in Waco for over a period of 30 years. We own two building lots in the 
citv of Waco where we intend to build our home. Since our marriage in 1950 we 
have resided in Waco. 

Stephanie Marie Dorcey, our newly adopted daughter, nee Fujiko Sato, was 
born February 29, 1952, to a Japanese female and an unidentified American 
serviceman. The baby was released by the mother to Our Lady of Lourdes 
Jaby Home, Yokohama, Japan, from where we adopted it. The copy of the 
mother’s release, the orphanage release to us, and other documents that may 
assist in obtaining the passage of the bill, are attached hereto. The birth cer- 
tificate has been applied for and will be forthcoming. We will send that, charac- 
ter references and other documents to you when we are in receipt of them. 

Financially we are able to support the child and send her through school, We 
will dedicate everything we own to keep Stephanie from ever becoming a public 
charge and will devote our lives toward seeing that she receives the love, care, 
and education that a normal American child would receive. We promise that she 
will become a good American. We need the love, happiness, and laughter that 
a child can bring to complete the harmony of our home, inasmuch as we are unable 
to have children of our own. 

[ have been in the United States Armed Forces since 1946 and fully intend to 
make it my career. My wife is qualified as a service representative and has worked 
as such for the Bell Telephone Co. for 6 years. In the event I should become a 
casualty she will be financially able to maintain the child. Our 1949 Chevrolet 
car is paid for, our savings account with Pioneer Savings & Loan amounts to 
$800, we own stock with A. T. & T. in the amount of $480, and we are able to 
save some of my monthly pay which amounts to $331.17 per month. Upon my 
promotion to the next higher grade I will further be financially able to adequately 
support our family. 

We both humbly pray that you will give this request your kindest consideration. 
[ have been forecasted for return to the United States in November and have asked 
for an extension of 3 months. Is it possible that this request could be fulfilled by 
November in the event the extension is denied? 

With deep appreciation for any assistance you may render, I remain, 

Respectfully, 
CarRLyYLeE J. Dorcey, 
Staff Sergeant, USAF. 
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AGREEMENT 
JUNE 26, 1952, 
To Whom It May Concern: 
I hereby certify having given Sato Fujiko, Angeline into the custody of §. 
Sgt. Carlyle J. Dorcey with the view of having the child legally adopted by 
aforementioned persons. : : 
The child was released from this home on June 26, 1952. 


ALoyYo1a GaILp, 
Our Lady of Lourdes Baby Home, 68 Yamate-Cho, Yokohama 


Our Lapy or Lourpges BaBy Home, 
Yokohama, June 26, 1952, 
I, Carlyle J. Dorcey, upon agreement with the mother superior of the Fran- 
ciscan Missionaries of Mary of Yokohama, Our Lady of Lourdes Baby Home 
promise to adopt legally, child, Sato Fujiko, Angeline, born of Sato Keiko Feb- 
ruary 29, 1952, baptised in the Catholic Church. 
I also promise to bring up Angeline according to the precepts of the Roman 
Catholic Church and provide for her education in a Catholic school. 
As much as possible we will keep in contact with the above home. In any 
way Angeline will be returned there if I become unable to keep her. 
CarRLYLeE J. Dorcery, 
M. vE Str. Hevier, FMM, 


Mother Superior 
Mary Sr. AtBy, FMM, 


Witness: 


TacHIKAWA, Honsuu, JAPAN, July 24, 1952. 
Hon. W. R. Poaaes, 
House of Representatives, 
Washington, D. C. 


Dear CoNnGRESSMAN Poace: This letter is written as a matter of character 
reference for and in the behalf of Sergeant and Mrs. Dorcey who have recently 
adopted a baby girl and are awaiting passage of a private bill in Congress to 
permit the child to enter the United States as an American citizen. 

Of the 6 years I have spent in the Air Force, 2 were spent at JCAFB, Waco, 
Tex., where my wife and [ became acquainted with Sergeant Dorcey. Our wives, 
whose home is Waco, have known each other many years. Sergeant Dorcey and 
I were sent to Japan together and our wives came over in the same boat to join 
us here. My wife and I have known the Dorceys separately and as a married 
couple, especially so here in Japan. We find them to be of high moral character, 
to be diligent workers and serious in their plans for the future. They attend 
church regularly and have a deep love and understanding for each other. During 
the month they have had their daughter Stephanie, their home has been complete 
and extremely happy. The baby is doing wonderfully because of the care, 
affection, and love it is receiving. 

The Dorceys are industrious and far thinking. We feel confident that they 
can and will provide their child with the best of care, education, and financial 
security possible. As close friends of the family my wife and I know that no 
child will receive better care or more love. They will protect and guide their 
child in its development into a good American. We have seen the happiness 
the presence of the child has wrought in the Dorcey household and know such 
home is worthy of the child. 

The passage of the private bill is of paramount importance to the Dorceys. 
They need your assistance and feel their debt of appreciation and cooperation 
to you greatly. Certainly your assistance will not be forgotten. It is my know|- 
edge that the Dorceys gave serious consideration to this adoption. Their motive 
is founded on love, the need of a child in their home, and the desire to provide 
an unfortunate child with a good home and an education. America will provide 
the chance that is given to every child to be a good citizen and to be free and 
happy. We feel that Stephanie will be deserving of such opportunity and give 
freely of her life’s work and time in repayment for the faith we all place in her. 
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With kind regards and sincere thanks for any assistance you may render in 
procuring entry rights into the United States for the Dorceys’ adopted daughter. 
; Sincerely, 

Jack W. WILKERSON, 
Staff Sergeant, United States Air Force. 


Waco, Tex., July 7, 1952. 
Mr. W. R. Poaae, 
House of Representatwes, Washington, D. C. 

Dear Bos: Mrs. C. J. (Alberta) Dorcey, a former employee of this office and 
now residing in Japan with-;her husband, 8. Sgt. C. J. Dorcey, United States Air 
Force, is desirous of obtaining citizenship papers for an adopted child. 

I have been requested to attest as to the character and integrity of the above 
couple, Which Ido, Mrs. Dorcey, nee Alberta Tondera, formerly resided in Waco 
and married Sergeant Dorcey while he was stationed at James Connally Air Force 
Base. Unable to have children of their own, they have taken a child into their 
home to complete their happiness, 

[ believe that this couple possesses the necessary traits of character and virtues 
to insure a good American home for their child. 

I will personally appreciate your favorable consideration to this couple’s 
request. 

\ ith kindest personal regards, I remain, 

Sincerely, 
Bi.uie CLARKE, 
Telephone Company. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (H. R. 884) should be enacted. 


O 
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LANGER, from the Committee the Judiciary, submitted the 
following 


POR 
H. R. 886 


Committee on the Judiciary, to which Was ref rred the hill 


886) for the relief of Aspasia Vezertzi, having considered the 
, reports favorably thereon without amendment and recommends 
bill do pass. 
PURPOSE OF THE BILL 


he purpose of the bill is to grant the status of permanent residence 
he United States to Aspasia Vezertzi. The bill provides for an 
ppropriate quota deduction and for the payment of the required 
Isa Tee, 
STATEMENT OF FACTS 


The beneficiary of the bill is a 64-vear-old native of Turkey and 
izen of Greeze who last entered the United States as a visitor on 
June 5, 1950. She is a widow and has two United States citizen chil- 
dren and is being supported by them in Gadsden, Ala. 
letter dated September 26, 1951, to the then chairman of the 
Committee on the Judiciary of the House of Representatives from the 
\cting Deputy Attorney General with reference to H. R. 3012, which 
was a bill introduced in the 82d Congress for the relief of the same 
ilien, reads as follows: 
DEPARTMENT OF JUSTICE, 
Washington, September 26, 1951. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 
My Dear Mr. CuarrMan: This is in response to your request for the views of 
he Department of Justice relative to the bill (H. R. 3012) for the relief of Aspasia 
Vezertzis, an alien. 
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The bill would provide that Aspasia Vezertzis (Vezertzi) shall be consider 
have been lawfully admitted to the United States for permanent residence f 
the date of its enactment, upon payment of the required visa fee and head tay 
It would further direct the Secretary of State to instruct the proper quota-cont 
officer to deduct one number from the appropriate immigration quota. 

The files of the Immigration and Naturalization Service of this Depart:yeyt 
disclose that Mrs. Vezertzis was born at. Epivatai, East Thrace, Turkey 
January 1, 1889. She stated that she is a citizen of Greece, having acqy 
Greek citizenship by virtue of a Turko-Greek treaty. Mrs. Vezertzis entered 1 
United States at the port of New York on June 5, 1950, when she was adn 
as a temporary visitor under section 3 (2) of the Immigration Act of 1924, f 
period of 4 months. She was granted three extensions of her temporary 
the last of which expired on July 2, 1951. ; 

The alien testified that her purpose in coming to the United States was to visit 
her children, Vasilios Petros Vezertzis and Amfithea Malfas, naturalized citizens 
of the United States. It appears that she is being supported in this country | 
her son-in-law, Mr. George Malfas, and her son, the latter owning a restaura 
in Gadsden, Ala. Mrs. Vezertzis, who is a widow, has a son and a brother residing 
in Greece, and a sister residing in Turkey. She stated that she has no source of 
income in Greece, but that she had been supported in that country by her so: 

Mrs. Vezertzis, being a parent of United States citizens, is eligible for first 
preference status under section 6 (a) (1) (A) of the Immigration Act of 1924 \ 
the first-preference category of the quota of Greece is not oversubscribed, she would 
be in a position to adjust her status pursuant to the above-mentioned act | 
departing from the United States and applying for an immigration visa at a 
American consulate. It, therefore, appears that Mrs. Vezertzis has not exhaust 
the administrative remedy available to her. 

Accordingly, the Department of Justice is unable to recommend enactm 
of the bill. 

Yours sincerely, 
Wittiam Amory UNDERHILL, 
Acting De puty Attorney Genera 


Congressman Albert Rains, the author of the bill, appeared befor 


a subcommittee of the Committee on the Judiciary of the House of 
Representatives and made the following statement: 


I have been trving for some time to secure the passage of a bill for the relief 
Aspasia Vezertzi. I have reintroduced the bill this session, known as H. R. Ss6 
Last fall I was able to get an extension of time for Mrs.Vezertzi, in order t} 
might have a chance to get favorable action on legislation, providing for he: 

remain in the States. 

Because of Mrs. Vezertzi’s age, and in view of the fact that her family is mac 
up of good loyal citizens in Gadsden, Ala., I sincerely feel that this is a wort! 
ease. For vour information, | am submitting an affidavit of George Malfas, he: 
son-in-law, and an aflidavit of Mr. Ek. D. Jordan, his accountant, showing 
son-in-law, Mr. Malfas’ ability and willingness to care for her. I hope tha 
favorable and early action can be taken, 


The documents referred to in Congressman Rains’ statement read 
as follows: 

(AFFIDAVIT 
SrTaTreE OF ALABAMA, 
County of Etowah: 

Before me, F-. K. Hanby, Jr., a notary public in and for the State of Alabama 
at large, personally appeared George Malfas, who is known to me and who, being 
sworn to speak the truth, deposes and says the following: 

I am a citizen of the United States and obtained my citizenship om August 5 
1920, by naturalization in the United States District Court for the Norther 
District of Alabama, at Birmingham, Ala., as evidenced by naturalization cer 
tificate number 1375084. 

My wife, Amfithea Verzertzis Malfas is also a citizen of the United States 
having become a citizen on July 27, 1928, by naturalization in the United States 
District Court for the Northern District of Alabama, at Kirmingham, Ala., as 
evidenced by naturalization certificate No. 2781912. 

The brother of my wife, Vasilios Patros Verzertzis, who resides in Attalla, Ala., 
5 miles from Gadsden, Ala., is a citizen of the United States by naturalization 01 





ASPASIA VEZERTZI 3 


eptember 27, 1945, in the United States District Court for the Northern District 
of Alabama, at Birmingham, Ala., as evidenced by naturalization certificate No. 
6468828. 

Mv wife and I reside at 1122 Choice Street, Gadsden, Ala., where we have re- 
sided for the past 15 years. 

My mother-in-law, Aspasia P. Verzertzis, is a resident of Salonika, Greece, 

purpose of this affidavit is to obtain for her a visitor’s visa to the United 

s so that she might visit myself, my wife and her son, Vasilios Patros Ver- 

is. She is an elderly person and it is her desire, as well as our desire, that we 

have this visit. I am willing and able to sponsor the said Aspasia P. Verzertzis 

ng her visit to this country and will guarantee by a good and sufficient bond 

r any other requirement, that she will not become a public charge if admitted 

he United States as a visitor. I guarantee and promise that she will not 

ept employment during her visit in the United States, and I further guarantee 

| promise that she will depart from the United States on or before the expira- 

date as fixed in her visa. I am willing to put up sufficient bond as may be 
iired to guarantee her departure at such time fixed in her visa. 

Iam a retired merchant and am the owner of $50,000 worth of unincumbered 
real property, and am the owner of other property, including bonds and deposits 

banks, of approximately $50,017.80, making my total net worth of approxi- 
mately $100,017.80. Attached hereto and filed as verification for my statements 
is to my net worth are statements from First National Bank, American National 
Bank of Gadsden, the tax assessor and the tax collector of Etowah County, Ala., 
the United States Post Office, Gadsden, Ala., and Hon. Frank A. Reagan, judge 
of probate, Etowah County, Ala., marked “Exhibits A through F.” 

I have no dependents, other than my wife. 

My net annual income from my real estate and other property is approximately 
$6,000 per vear. For the income-tax vear 1947, I paid $984.82, on which I was 
entitled to a refund of $321.67. Attached hereto find letter marked ‘Exhibit G”’ 
from the Internal Revenue Service of the Treasury Department, dated December 
4, 1948, to verify this statement. 

I did not file an income-tax statement for the tax vear 1948 due to the fact that 
I construeted two brick business buildings during that vear and my income was 
not sufficient to warrant a filing of a tax return on the payment of atax. Attached 
hereto and marked “Exhibit H”’ is an affidavit from Mr. E. D. Jordan accountant, 
who is my tax consultant, and who verifies this statement in his affidavit. 

Attached hereto and marked “Exhibits I, J, K, and L,” are letters from Veterans 
of Foreign Wars Post, Gadsden Ala., City of Gadsden, Ala., First Methodist 
Chureh, Cadsden, Ala., and Zemora Temple, Birmingham, Ala., all of which 
concern my character and reputation. 

GEORGE MaA.ras 

Sworn to and subscribed before me this the 10th day of May 1949. 

[SEAL] E. K. Haney, 
Notary Public, State of Alabama at Large 
My commission expires in 1951. 


Exurpir H 


AFFIDAVIT 
STATE OF ALABAMA, 

County of Etowah: 

Before me, E. K. Hanby, Jr., a notary public in and for the State of Alabama 
at large, personally appeared E. D. Jordan, who is known to me and who, first 
being sworn to speak the truth, deposes and says the following: 

I am an accountant with offices located in Attalla, Ala. I have, for the past 
several years, handled all tax matters for George Malfus, who, I understand, is 
making application for a visitor’s visa for his mother-in-law, Aspasia P. Vezertzis, 
a resident of Salonika, Greece. 

For the tax year of 1948, the net income of Mr. George Malfus, who is retired, 
after deducting personal exemptions, was of such an amount that it was not 
necessary for him to file a State and Federal income-tax return. During the year 
1948, from capital previously accumulated, Mr. Malfus constructed two brick 
business buildings within the city of Gadsden, at an estimated cost of $25,000. 
His rental from these buildings is now approximately $500 per month and he will, 
therefore, be subject to the filing of an income-tax report for the year of 1949 and 
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the payment of a sizable tax. I know of my own knowledge that Mr. Malfu 
a net worth of approximately $100,000 and that he is recognized in this commu 
as an excellent businessman, an outstanding citizen and enjoys the respect 


who know him. 
E. D. Jorpax 


Sworn to and subscribed before me this the 9th day of May 1949, 
E. K. Hanpsy, Jr., 
Notary Public, 
State of Alabama at Larg: 


Exuisit | 


WuHorton-Dykes Post 2760, 
VETERANS OF FOREIGN Wars, 
Gadsden, Ala., December 14, 194s 
To Whom It May Concern: 

This is to certify that I have been acquainted with George Malfas since 1939 
and have observed his conduct since that time, with the exception of 24 years 
while I was away in the service. 

My acquaintance with Mr. Malfas has been only casual. But | know that his 
reputation is good. His moral standing is high. He is successful in business 
And he exhibits a great deal of civie interest by joining in all worthy charital 
causes and contributing of his money to the welfare of the community. 

I am pleased to recommend Mr. Malfas as an upright, reliable, and wort 


citizen of this community. 
W. W. Parris, Command 


Exnipir F 


City oF GADSDEN, ALA., 
December 10, 1948 


To Whom It May Concern: 

This is to advise that I have known George Malfas for more than 20 vears. 

He has been very successful in the operation of a restaurant business in Gadsden, 
has accumulated property and is financially in good condition. 

He is a man of excellent character and is interested in those things pertaining 
to the betterment of our citv. He is held in high regard by all who know him 

It is with pleasure that I recommend Mr. Malfas to you as one of our very 
fine citizens. 

Yours very truly, 
J. H. Meiauan, May 


Exuipir K 


First Metruopist Cuurcnu, 
Gadsden, Ala., December 18, 1948 
To Whom It May Concern: 

Mr. George Malfas is a member of the First Methodist Church of our city i 
which he has reared his family. 

We know him to be an upright Christian gentleman, a faithful churchman, and 
a loval citizen of the community. He stands for the best interest and supports 
the worthy causes of the city. 

We know him to be a successful businessman who is well accepted in financia 
circles. 

As pastor of his church I do not hesitate to recommend him for any position 
or favor which requires character. I am glad to recommend him without reser- 
vation. 

Sincerely, 
Denson N. FRANKLIN, Pastor 





ASPASIA VEZERTZI 


Exaipir L 
- ZAMORA TEMPLE, 
Birmingham, Ala., December 30, 1948. 


Whom It May Concern: 


Thi 
Gadsden, Ala., U. S. A., 
ia Shriner. He has been a member of the 
f tore than 20 years, and he is regarded as a good citizen of the community. 
eis financially able to take care of any of his obligations. We are proud, indeed, 
have him as a member of the Ancient Arabie Order Nobles of the Mystic Shrine 


s is to certify that George Malfas, proprietor of the Mexican Chili Parlor 
is a good citizen of the city of Gadsden, and a Mason 
Masonic Order and the Shrine 


f North America. 
Cordialiv and sincerely yours in the faith, 
\L] Harry E. WINFIELD, 
Recorde Tr. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (H. R. 886) should be enacted. 


rr 
~/ 








Calendar No. 198 


8p CONGRESS f Report 
Ist Session ' No. 190 


PAULA AKIYAMA = fay . * Mcp, 
‘ 


“A ly ISS-9 


APRIL 27 (legislative day, Aprit 6), 1953.—Ordered to be print R yp 


Mr. Langer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 955 


The Committee on the Judiciary, to which was referred the bill 
H. R. 955) for the relief of Paula Akiyama, having considered the 
same, reports favorably thereon without amendment and recommends 
that the bill do pass. 

PURPOSE OF THE BILL 


The purpose of the bill is to grant to the minor adopted child of 
citizens of the United States the status of a nonquota immigrant which 
is the status normally enjoyed by the alien minor children of United 
States citizens. 

STATEMENT OF FACTS 


The beneficiary of the bill was born in Japan on August 1, 1950, 
and has been adopted by the Reverend and Mrs. Ralph C. Egolf, who 
are United States citizens. The child was in the Elizabeth Saunders’ 
Home in Oiso, Japan. The Reverend Egolf is a Lutheran missionary 
presently in Japan. 

Congressman Francis E. Walter, the author of the bill, appeared 
before a subcommittee of the Committee on the Judiciary of the 
House of Representatives and submitted the following information in 
support of the bill: 

Oiso Town Office, numbers 2086, 2087. 
Place of registration: 1152 Oiso, Oiso-Machi, Naka-gun Kanagawa Prefecture. 
This paper compiled on July 10, 1952. 

On June 23, 1952, Miki Sawada (Mrs. Renzo Sawada) became the legal sponsor 
of the child Paula Akiyama. Registration number 2842, Oaza Uratomi, Uratomi- 
cho, Iwami-gun, Tottori Prefecture. 
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On the same day the child Paula Akivama became the adopted child of Ralph ¢ 
EKgolf, the adoptive father, and Barbara King Egolf, the adoptive mother 
address 210 North Broadway, St. Louis, Missouri, United States of America’ 
On September 2, 1952, the adoptive parents and Miki Sawada, the sponsor 
offered the adoption and received legality by the chief of the Naka Ward Office 
and completed on September 9th, 1952. 

I prove that this paper is not different from the original registration. 

Yasuo Sonepa, 
(Mayor of Oiso-Machi, Naka-gun Kanagawa Prefectur, 
Name of child in question: Paula Akiyama, female, 
Original father and mother: Unknown. 
Adoptive father: Ralph C. Egolf. 
Adoptive mother: Barbara King Egolf. 
Birthday of adopted daughter Paula: August 1, 1950. 
Present name of adopted child: Paula Babette Egolf, 


CERTIFICATION 


It has been decided that the Lutheran pastor, Ralph C. Egolf, and his wife 
Mrs. Barbara King Egolf, who live at 23 Asahi Dai Nakaku, Yokohama, adopt 
Paula Akiyama who was formerly assisted by this institution (the Flizabeth 
Saunders Home). She, Paula Akiyama, was born on August 1, 1950. 

The child, Paula Akiyama, during the period of preparation for adoption, has 
been under the care of Pastor Ralph C. Egolf and Mrs. Barbara King Fgolf, 
I admit that it is most suitable for the child Paula Akiyama to be adopted by 
them because of the general environment and financial eondition, et cetera, of the 
adoptive parents. 

May 15, 1952. 

CHILDREN’s WELFARE INSTITUTION, 
ELIZABETH SAUNDERS Home, 
1152, Oiso, Oiso Machi, Nakagun, Kanagawa. 
Miki Sawapa, 
Executive Director. 


CONSENT FOR ADOPTION 


Adoptive parents’ State: Missouri, U. 8. A. 
Current address: 23 Asahidai, Nakaku, Yokohama. 
Adoptive father: Ralph Egolf. 
Adoptive mother: Barbara Egolf. 
Place of child’s registration: 1152 Oiso, Oiso-Machi, Naka-gun, Kanagawa 

Prefecture. 
Current address of child: 23 Asahi Dai, Nakaku, Yokohama. 
Name of adoptive child (daughter): Paula Akiyama. 
Birthday: August 1, 1950. 

I agree to the adoption of the above-named child. 

1152 Oiso, Oiso-Machi, Nakagun, Kanagawa Prefecture, July 1952. 

Agent (sponsor): Mrx1 Sawaba 
(Mrs. Renzo Sawada), 
Executive Director, Elizabeth Saunders’ Home. 


HEADQUARTERS, UNiTED States ArRMy HospPITAu, 
8168TH ARMy UNIT, 
APO 503, July 1, 1952. 
CERTIFICATE 


Paula, age 22 months, dependent of Rev. Ralph C. Egolf, Lutheran Missionary, 
was examined for adoption and found to be free of contagious or communicable 
diseases and to be adequate in growth and development for age. 

SHELDON W. JosEPH, 
Captain, MC, Chief, Women’s and Children’s Clinic. 

Approved: 

Hosart D. BELKNap, 
Colonel, NC, Commanding. 
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PAULA AKIYAMA 


N, 
City of Yokohama, 
American Consulate General, ss 


Before me, George H. Zentz, Consul of the United States of America in and for 
Yokohama, Japan, duly commissioned and qualified, personally appeared Ralph 
C. Egolf and Barbara K. Egolf, who, being duly sworn both jointly depose and say: 

That our full names are Ralph Cressman Egolf and Barbara King Egolf. 

That the former was born March 12, 1914, Perkasie, Bucks County, Penna., 
U.S. A.; the latter New York City, December 25, 1918. 

That the number of our current passport is 37, dated June 27, 1952, at the 
{merican Consulate, Yokohama, Japan, giving evidence of our American citizen- 
ship. ’ 

That we were married at Bethel Lutheran Church, University City, Mo., 
U.S. A., July 9, 1943. 

That our permanent Stateside address is c/o Board of Foreign Missions, 210 
\N. Broadway, St. Louis 10, Mo. 

That we are currently residing at 23 Asahi Dai, Naka-ku, Yokohama, Japan, 
n our capacity of Christian missionaries. 

That we shall proceed with the adoption of Paula Akiyama in an American 
Court of Proper Jurisdiction upon said Paula Akiyama’s admission into the 
United States of America. 

That we will keep her in our home and guarantee that she will not become a 
publie charge. 

That she will be regarded by the undersigned as their natural-born child, with 
all the rights and privileges thereof. 

Further deponents say not. 

R. C. Ecour. 
BaRBARA KiNG EGOLr. 


Subscribed and sworn to before me this 21st day of January 1953. 


[SEAL] GeorGE H. ZEentTz, 
American Consul. 


Tue LuTHERAN CuuRcH-Missour! SyNop, 
JAPAN MISSION, 
January 19, 1953. 
To Whom It May Concern: 

This is to certify that the undersigned has been not only an associate missionary 
but a very personal friend of Rev. and Mrs. Ralph Egolf since the summer of 1949. 
With regard to their intentions of adopting a girl from the Elizabeth Saunders 
Home, I can fully assert without reservation that their intention is sincere and 
that this family is not only able financially and otherwise to legally adopt this 
girl, Paula, but also with parental love they are eager to care for and nurture this 
girl and to provide for her a respectable place in life. 

Specifically regarding their financial ability to do so I should like to state that 
they are in the permanent employ of the Lutheran Church-Missouri Synod, 
particularly the Board of Foreign Missions, with headquarters at 210 North 
Broadway, St. Louis, Mo. 

Finally I should like to say that since this girl, Paula, has been in their home, a 
little boy of their own was brought into this world and consequently the home 
surroundings have become even more compatible and homelike for her sound 
development. 

Any action which would speed the final completion of her adoption I am sure 
would be to the best interest of the girl concerned. 

Very respectfully, 
Paut M. HEERBOTH, 
Missionary, Lutheran Church -Missouri Synod. 


Tokyo Lutheran Center, 16, 1-chome, Fujimi-cho, Chiyoda-ku, Tokyo, Japan. 
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Tue LurHeRAN CuuRcH-Missouri SyNop, 
JAPAN Mission, 
January 20, 1953 
To Whom It May Concern: 

The undersigned has known the Reverend and Mrs. Ralph Egolf since December 
1948. I am happy to have the opportunity to recommend them wholehearted]y 
as worthy and loving parents for the child which they propose to adopt. They 
have created a happy home for this little girl in which she will continue to enjoy 
spiritual and material security in the years to come. ; 

The Reverend and Mrs. Ralph Egolf are regularly called missionaries of the 
Lutheran Church-Missouri Synod and its board of foreign missions with a fixed 
regular monthly salary. 

I would appreciate any consideration you could extend to Reverend and Mrs, 
Egolf for the early consummation of their desire to give this little girl loving 
parents and a happy home that she can call her own. 

Yours very sincerely, 
W. J. DANKER, 
Chairman Japan Conference, 
Lutheran Church-Missouri Synod. 


129 TAKINOUVE, NAKA-KU, YOKOHAMA, JAPAN, 
January 20, 19538. 
To Whom It May Concern: 

The undersigned has known Reverend and Mrs. Egolf since before their 
marriage, almost 10 years ago, and feels that they are well able to provide a home 
for Paula, the child whom they hope to adopt. 

Financially, Reverend Egolf is employed with the Lutheran Churcb, working 
in the Yokohama area and as such is assured a regular and ample salary. Working 
for the mission affords a great amount of financial stability. 

The Egolf’s have been in custody of the child for over 2 years and during this 
time, we who have lived close to them, have seen deep love, affection, and great 
care given to the child. There is no doubt in our minds as to the future well-being 
of the child in their care. The child will be given every opportunity to develop 
physically, intellectually, socially, culturally, and spiritually. The Egolf’s have 
proven themselves to be honest, sincere, and of high moral character, and will 
inspire these same traits in their children, 

Sincerely, 
RicHarRp MEYER, 
Missionary, Lutheran Church, Missouri Synod. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (H. R. 955) should be enacted. 
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Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 1101] 


The Committee on the Judiciary, to which was referred the bill 
H. R. 1101) for the relief of Daniel Robert Leary, having considered 
the same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 


PURPOSE OF THE BILL 
The purpose of the bill is to grant to the minor adopted child of 
citizens of the United States the status of a nonquota immigrant 


which is the status normally enjoyed by the alien minor children of 
citizens of the United States. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 1}-vear-old German boy who has 
been adopted by Maj. and Mrs. William E. Leary, who are citizens 
of the United States. They are presently in Germany where Major 
Leary is on duty with our Armed Forces. 

Congressman James C. Auchincloss, the author of the bill, appeared 
before a subcommittee of the Committee on the Judiciary of the 
House of Representatives and made the following statement: 


I hope the committee will give favorable consideration to 

lief of Daniel Robert Leary, adopted minor child of Ma 
Leary, in order that he may accompany them to the Unite 
Leary’s tour of duty in Germany has been completed 


\ll legal documents in this connection have bee 


and made a part of the record. 
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The documents referred to in Congressman Auchincloss’ stateme, 
are as follows: 


Marcu 19, 1959. 


Hon. James C. AuCHINCLOss, 
House of Representatives, Washington 25, D. C. 
Dear Mr. Aucuincioss: My wife and I have adopted a German boy, 5 mont! 
old. His name is Daniel Robert Leary and he has been registered with the ( 
sulate office in Stuttgart, Germany, for a regular entry visa to the United Stat 
We would appreciate any assistance vou might be able to furnish us in o: 
that the child could accompany us to the United States under a nonquota vis; 
I understand a bill has to be proposed before both Houses to accomplish this 
have enclosed a copy of a similar bill submitted by another party. 
Sincerely yours, 
WiiraM E. Leary. 
Present mailing address: Maj. William E. Leary, 0391609, Headquarters 17th 


‘ 


Signal Operations Battalion, APO No. 403, care of Postmaster New York, N. \ 
tesidenece: 388 Prospect Avenue, Little Silver, N. J. 


OFFICE OF THE CHAPLAIN, 
552p AAA Gun BatraLion, 
APO 46, United States Army, June 2, 1952. 
To Whom It May Concern: 
Maj. William Leary and his wife, Mrs. Elizabeth Leary, have been persona 0 
friends of mine for the past 10 months. I have been at their home numberless 
times and at no time have I ever found them to be anything but generous i: 
hospitality, considerate in every circumstance, and kind and honest with all whi 
know them. In every way they are a credit to the Army, and to what the Arm 
represeits here in Germany: America. 
Their unbounded generosity and charity is best expressed in the adoption of a 
German infant to which they have given the best in care and love. ai 
I consider it a privilege to have Major and Mrs. Leary among my friends ol 
Anything in any way that can be done to help them will be more than appreciated 
by me. 
WiuuraM §. Sravpt, 
Catholic Chaplain, 552d AAA Gun Battalio 


ee 


HEADQUARTERS, 17TH SIGNAL OPERATION BATTALION, 
APO 403, United States Army, February 29, 1952. 
Subject: Letter of recommendation. 
To Whom It May Concern: 
1. This is to certify that I have known Maj. William FE. Leary, 0391609, a: 


his wife, Elizabeth Leary, for a period of 18 months. During that time I had kK 
ample opportunity to observe them both very closely. They are a conegnial and 1 
friendly couple and I feel that if they were to adopt a child, the child would be is 
given the best of attention and would be adored. Major Leary is a field grade 
officer with considerable service and the material and physical advantages that F 
he and Betty will afford the child will be of extreme importance in formulating ir 
the child’s character. N 
2. I know the Learys to be temperate and of high moral caliber and integrity 
and I have no hesitation in recommending the adoption of this child, Daniel 
tobert, or any other child. 0 
ALEXANDER 8, TURNER, T 
Lieutenant Colonel, Signal Corps, Commanding. 
¢ 
a 
a 
n 
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District Court KARLSRUHE 
Norary’s Orrice KarLsrRvuHE 
Il H 396/52 
Location: Karlsruhe 


Public Document 


ot 


Contract of Adoption With Cons 
between 
the infant Hansjuergen Ufe 
and 


1. Miss Kaethe Ufholz at Leopoldshafen, 
2. Mister William Fverett Leary, Major, at Karlsruhe, 
3. Mrs. Elizabeth Edith Leary, nee Van Brunt, at Karlsruhe, 


1952 


ring at Karlsruhe in the Office on first of February ninete 
fifty-two (1 February 1952) before the Notary’s Office II Karl 


Present: Justizrat Dr. (D. C. L.) Franz Ripfel at Karlsruhe as notary. 

Present at the same time: 

1. Mister Ernst Meier, district emplovee at Karlsruhe, Eckenerstr. 26, assistant 
S ntendent of the District Youth Welfare Office (Kreisjugendamt) Karlsruhe, 
declaring to act in the preceding document in his capacity as official guardian 

f the infant Hansjuergen Ufholz, at present in care of the attendants mentioned 

paragraph 3 and 4, born on 15 Sept 1951 in Leopoldshafen/ District Karlsruhe, 

h reference to 

a) a certificate of the Landrats-Kreisjugendamts-Karlsruhe (District 
Magistrate—Youth Welfare Office) presented by him and returned to him 
according to which he acts for the District Youth Welfare Of! at Karlsruhe 
as official guardian, dated 24 June 1948. 

b) a certificate of the District Court B 3 Karlsruhe, dated 6 v 1951, 
according to which the District Youth Welfare Office a arlsruhe is the 
guardian of the aforementioned infant Hansjuergen Ufholz, 

2. Miss Kaethe Ufholz, unskilled worker at Leopoldshafen, Hafenstr. 8 Kenn- 
karte No. WB 513 675 dated 14 Sept 1946, Lapo Komm , Whi ‘lares to 
be the unmarried mother of the aforementioned infant Hansjuergen Ufholz, 

3. Mister William Everett Leary, Major in the American Army, at present in 
Karlsruhe, Erzbergerstr. 104, as indicated and per Identification Card born on 
15 Sept. 1915 in Brooklyn, N. Y.—USA, Identification Card No. D 484560, 
issued on 19 October 1949, 

1. Mrs. Elizabeth Edith Leary, née Van Brunt, at present in Karlsruhe, 
Erzbergerstr. 104, as indicated wife of the person mentioned in paragraph 3, as 
indicated and per Identification Card born on 26 September 1926 in Long Branch 
N. J—USA., 

5. Father Hans Fruhstorfer at Karlsruhe, Bismarkstr. 61 

The attendants mentioned in paragraph 3 and 4 state that they were married 
on 31 July 1948 at Fort Monmouth N. J. USA, without having any descendants, 
Their hometown is indicated as Little Silver, N. J—USA. 

They are American citizens. 


The attendants mentioned in paragraph 3 and 4 intend to adopt the illegitimate 
child of the attendant mentioned in paragraph 2. 

As stated, the infant has the German citizenship. He is evangelical. The 
attendant mentioned in paragraph 3 is supposed to be protestant whereas the 
attendant mentioned in paragraph 4 is catholic as indicated, 

The attendants mentioned in paragraph 3 and 4 state beforehand that they are 
not able to speak the German language. Due to this fact the notary caused the 
person mentioned in paragraph 5 to be present at the proceedings known to him 
as an interpreter who knows to speak the English language. 
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It is further noted that the attendant mentioned in paragraph 3 and 4 do 
english and are not able to speak the German language. 

The swearing in of the interpreter was dropped. 

Following the above the attendants declare the following for further auth 
cation by the notary. 


CONTRACT OF ADOPTION WITH CONSENTS AND ACCEPTIONS 
§ 1 


rdia 
of the above named child Hansjuergen Ufholz, offers herewith the atte: 
mentioned in paragraph 3 and 4, vice married people Leary, to adopt th« 
mentioned child Hansjuergen Ufholz as their legitimate child. 

The attendants mentioned in paragraph 3 and 4 accept herewith the prec 
offer of the attendant mentioned in paragraph 1, 

By virtue of the fact a contract of adoption is being concluded betwee: 
attendants mentioned in paragraph 3 and 4 as accepting party on one hand ar 
official guardian in charge of the accepted child Hansjuergen Ufholz on the « . 
hand according to which the infant Hansjuergen Ufholz receives the legal sta 
of a legitimate child of the attendants mentioned in paragraph 3 and 4 supposi 
that the required approvals and judicial confirmation will be granted. 

It is further stipulated by the contracting parties that on account of the adopti 
the child will only bear the name of the accepting party, vice “Ieary”’ and will: 
be authorized to bear his former name. 


The attendant mentioned in paragraph 1 who holds the official gu: 


1 


§ 2 


Furthermore the accepting party acts upon declared and accepted mutual 
agreements. 

As mother of the child the attendant mentioned in paragraph 2 consents to the 
preceding contract of adoption in reference to the attendants mentioned 
(paragraph 1 to 3 and b) read: 1, 3 and 4 and the Court of Confirmation. 

The attendant mentioned in paragraph 2 was informed by the notary concerning 
the irrevocability of her declaration of consent. 


§ 3 


The costs are to be paid by the accepting party. The child is allegedly wit! 
any property. 
End 

1. Requested are: 

a) one copy for the District Court—Court of General Equity Jurisdicti 
(Court of Chancery Karlsruhe for approval of the preceding Contract 
\cception by the Court of General Equity Jurisdiction—pertaining to { 
No. 3 VIT 72/51. 

b) one copy for the District Court Karlsruhe—Court of Confirmation 
judicial confirmation of the preceding Contract of Acception as requ 
herein and—as far as required—-exempting the accepting party from 
proof of maturity required by law. 

c) one copy for the Registrar’s Office Kalrsruhe (for registering the 
tract of Adoption) reads: Leopoldshafen to enter the Contract of Adop 
on the margin of the Birth Register.) This copy should be added to tl 
mentioned in paragraph b, as the Court of Confirmation will initiat 
guard the entry. 

d) one copy for the Registrar’s Office Le poldshafen, with the request 
approve the change of name of the accepted child in such a manner t 
bears instead of his present surname ‘‘Hansjuergen” the surnames 

Robert’', and that this change of name is entered on the margin of the 
egister of the child. 

») one copy for the District Youth Welfare Office, Karlsruhe. 

f) six copies for the attendant mentioned in paragraph 3 who will fur 
the necessary approval of the American authorities and will present | 
immediately to the Court of Confirmation. 

2. The respective official of the Notary’s Office TI Karlsruhe is author 
herewith by the attendants in accordance with paragraph 40 FGV. He is author- 
ized to receive the legal confirmation and the exemption of the accepting party 
from the proo® of maturity, further all other decisions of the court, the American 


> 
\ 


t 
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rities and all other authorities in their names. These authorizations will 
canceled in case of death of the constituents. 
rhe notary is authorized by the partners to file the petition of confirmation 
e Court of Confirmation. 
The attendant mentioned in paragraph 3 requests the Registrar’s Office 
poldshafen to forward him two certified complete Birth Certificates of the 


ited child with all marginal data to his account afte r completion of all entries 
he margin of the Birth Register. 


In his capacity as interpreter the attendant mentioned i in paragraph 5 recited 
slish the complete contents of the preceding document. 
Document read and approved by the attendants and signed with their own 
hands as follows: 
(Signed) Ernst Meter. 
(Signed) Karrue UFrno.z. 
(Signed) Wuituram Everetr Leary. 
(Signed) Exizapetn Epita Leary nee Van Brunt. 
(Signed) Hans FRUHSTORFER. 
(Signed) Dr. RIPFEL. 
The preceding copy is corresponding to the original in custody of the District 
Court of Karlsruhe. 
Isued to Mr. William Everett Leary, Karlsruhe, Erzbergerstr. 104. 


KARLSRUHE, February 1, 1982. 
Norary’s Orrice II KaritsrvuHE 
JustizraT (D, C, L.) 


[Signed] Dr. Rrpret, 
(Dr. Ripfel) as Notary. 
{seaL] Notary’s Office, Karlsruhe. 


4 true translation: 
CHRISTIANE SOLTMANN, 
Courts and Boards Section, 
17th Signal Operation Battalion. 
The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (H. R. 1101) should be enacted. 
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Mr. Laneer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


(To accompany H. R. 1186) 


The Committee on the Judiciary, to which was referred the bill 
H. R. 1186) for the relief of Astrid Ingeborg Marquez, having con- 
sidered the same, reports favorably thereon without amendment and 
recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to waive the excluding provision of existing 
law in connection with a crime involving moral turpitude in behalf of 
the wife of a United States citizen serviceman. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 24-year-old native and citizen of 
Norway who is married to T. Sgt. Roque E. Marquez, who is presently 
in our Armed Forces. They were married in Norway on February 2 
1952. She was convicted in 1948 in Norway of the theft of some 
money from her employer. She received a 5 months’ suspended 
sentence and’ was placed on probation. Without the waiver provided 
for in the bill, the beneficiary will be unable to join her citizen husband 
in this country. Sergeant Marquez is slated for assignment to Korea 
in the very near future. 

Congressman Byron G. Rogers, the author of the bill, appeared 
before a subcommittee of the Committee on the Judiciary of the 
House of Representatives*and made the following statement: 

I have introduced H. R. 1186 for the relief of Astrid Ingeborg Marquez. 

Her husband, T. Sgt. Roque E. Marquez, whose permanent home address is 


3901 Aleott Street, Denver, Colo., enlisted in the Marines November 24, 1941, 
served 31 months overseas, fighting many of the important battles of the Pacific, 
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returned with malaria and yellow jaundice, reenlisted in the Marine Corps jn 
1946, in 1950 was assigned to the American Embassy at Oslo, Norway, as q 
security officer. ; 

He married Astrid Ingeborg Helgestad, born November 6, 1928, in Furness. 
Norway, on February 2, 1952. 

His wife had been convicted in February 1948 of taking NKr. 1,000 from her 
employer when she was employed as a domestic servant. On August 12, 1948 
she was given a 5 months’ sentence and placed on probation for 3 years. This 
makes her excludable under the provisions of the Immigration Act. When she 
was placed on probation she fulfilled the terms of the punishment. 

I feel it is to the interest of all parties that she be admitted. 


Congressman Rogers also submitted the following information in 
connection with the case: 


THE FoREIGN SERVICE OF THE UNITED STATES OF AMERICA, 
April 25, 1952 
Hon. Byron G. Roaesrs, M. C., 
House of Representatives, Washington 25, D. C. 

Dear Sir: In reply to your letter of the 22d of April 1952 I am submitting 
the following information: 

1. Since there was no written correspondence between the American consul 
and myself, I am submitting a statement from him to that effect. After he told 
me what he has written I contacted you and Senator Johnson as they told me that 
nothing could be done from here. 

2. I am sending a letter of character from the Administrative Office of this 
Embassy who have been my indirect supervisor for the last 2 years, 

Being that I am on a special assignment from the Marine Corps I cannot send 
character letters from my commanding officer or from a chaplain. I am assigned 
to Headquarters Marine Corps but have never met either one as I only stayed in 
Washington for 2 weeks prior to coming here. However, it might be taken into 
consideration that I have advanced from the rank of private to that of master 
sergeant since my time of reenlistment December 5, 1946. These promotions 
are all based on fitness reports; in which moral character is very much stressed; 
that are submiited to Headquarters Marine Corps every 6 months. I am sure 
that the Personnel Office of Headquarters United States Marine Corps would be 
glad to open my file for you should any more information be necessary 

3. Enclosed is an affidavit concerning my desire to have my wife admitted as a 
permanent resident and also that I am able to insure that she will not become a 
publie charge. 

Hoping that the above and enclosed information will suffice, I remain, 

Yours very truly, 
RoaveE E. MaArRQueEz, 
Master Sergeant, United States Marine Corps 


Tue Foreign Service or THE UNITED StTaTes OF AMERICA, 
American Embassy, Oslo, April 25, 1952. 
Sgt. Roque E. Marquez, 
American Embassy, Oslo, Norway. 

Str: Reference is made to the application for registration as an intending 
immigrant filed at this office by your wife, Astrid Ingeborg Marquez, on March 
28, 1952. 

As you have been informed verbally, Mrs. Marquez is inadmissible into the 
United States as a person who falls within the purview of section 3 of the Immigra- 
tion Act of 1917 as, on August 16, 1948, she was convicted of a crime involving 
moral turpitude. 

Very truly yours, 
Carrouut C. Parry, American Consul 
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ASTRID INGEBORG MARQUEZ 


Tue FOREIGN SERVICE OF THE UNITED STATES OF AMERICA, 
American Embassy, Oslo, Norway, April 25, 1952. 
Hon. Byron G. RoGeErs, 
House of Representatives, Washington, D. C. 

DeaR Sir: M. Sgt. Roque E. Marquez in his position as chief of guard detail at 
the Embassy is indirectly under my supervision. I have had occasion to observe 
his attitude, traits, and behavior. I find that he exemplifies the spirit and letter 
of conduct expected from a member of the Corps of Marines. He is neat, cour- 
teous, industrious, and discreet. His personal conduct is beyond reproach. 

It is a pleasure to have him assigned here. I would unhesitantly recommend 
his return to this post at any future date. 

Sincerely, ' 
Donatp B. McCur, Administrative Officer. 


THE FOREIGN SERVICE OF THE UNITED STATES OF AMERICA, 
April 25, 1962. 
To Whom It May Concern: 
This is a statement under oath that it is my desire to have my wife, Mrs. 
Marquez, admitted into the United States for permanent residence. Also I am 
able to insure under oath that my wife will not become a public charge if admitted 


into the United States. 
Roque E. MARQuez, 
Master Sergeant, United States Marine. 


EMBASSY OF THE UNITED STATES OF AMERICA, 
Kingdom of Norway, City of Oslo, ss: 
Subseribed and sworn to before me this 25th day of April 1952. 
J. H. CAMERON PEAKE, 
Vice Consul of the United States of America. 
Service No.: 14477. No fee prescribed. Tariff Item No. 38. 


OSLO FORH@ORSRETT 


(First or lowest Court of Law) 


In the vear 1948 on the 16th of August the Forh¢grsrett in the Case no. 2952/1948, 
div. II, passed the following 


JUDGMENT 


The accused, Astrid Ingeborg Helgestad, was born on 6/11 1928 in Furnes. 
She is a domestic servant, unmarried, no burden of maintenance. Earns about 
kr. 100 a month, resides at Gimleveien 17, where she is employed as domestic 
servant. She has not previously been punished or fined, but she was accused of 
theft on 22/5 1945, without the charge being pressed. She is under the super- 
vision of the Oslo Vernelag (Board of Guardians). 

From the accused’s unreserved confession, which has been made in court and 
the correctness of which is confirmed by the other evidence in the case, the Court 
finds it proved that the accused has been guilty of an offence against: 

I. the Penal Code, § 257, cf.§ 265, 2nd clause by the fact that on a certain occasion 
in February 1948, while she was in service at the house of Dr. Strgmme, Jac 
Aallsgt. 3 A, with the intent to steal from a drawer in a writing table in the apart- 
ment, she took kr. 100.— belonging to Dr. Strémme, 

II. the Penal Code, § 261, cf. § 258 no. 3 and § 257 by the fact that on several oc- 
casions in the period from February to March 29, 1948, as domestic servant at the 
aforementioned place, by means of a key which she found hidden in a chatol she 
unlocked a drawer in a writing table and removed therefrom each time kr. 100, 
total about kr. 1000.— belonging to Dr. Strémme, and that she did this with a view 
to theft. 

The accused has agreed to have the matter settled in the Forh¢grsrett and the 
conditions for this pursuant to the Penal Code, § 283, are present. The accused’s 
guardian, who was duly summoned, but did not meet, has sent written consent 
to judgment in the Forh@rsrett, under date August 12, 1948 
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With respect to the first point of the charge, offense against the Penal Co; le, 
§ 257, cf. § 265, 2nd clause, demand for prosecution has been received from t} 
injured party, dated 2/6 1948. 

Pursuant to the Penal Code, § 62, the punishment is put at imprisonment for 
5 months. 

As an extenuating circumstance the Court has taken heed to the accused’s 
youth and to the fact that she has not been previously convicted. 

As an aggravating circumstance the Court has laid stress on the fact that it 
concerns a large sum of money, about kr. 1100. 

The Court finds there is ‘good ground for assuming that fulfillment of the 
punishment is not necessary for withholding the accused from new punishable 
acts. The Court decides that fulfilment of the punishment shall be deferred, by 
virtue of the Penal Code §§ 52 ff., for a probation period of 3 years. Supervision 
during the probationary pe riod is considered necess: ary. 


1e 


CONCLUSION 


Astrid Ingeborg Helgestad is sentenced for offences against the Penal Code § 257, 
cf. § 265, 2nd clause, and the Penal Code § 261, cf. 258 no. 3 and § 257, all con- 
jointly with the Penal Code § 62, to a punishment of imprisonment for 5—five— 
months. Fulfilment of the punishment is deferred in pursuance of the Pena] 
Code §§ 52 ff. with a probationary period of 3—three—years, under the supervision 
of Oslo Vernelag. 

The judgment was read aloud to the convicted person, who was made acquainted 
with the rules relating to conditional sentences and the rules relating to appeal. 
The Judge directed a serious warning and admonition to the convicted person, 

As the guardian of the convicted person was not present, the sentence is to be 
notified to him. 

The convicted person declared that she accepted the Judgment. 

The Court witness had no remark to make. 

The Court rose. 

Odd R. Hansson (s) 
Walther Henriksen (s) 
Ruth Arnesen (s) 
Correctness of translation is hereby certified. 
[SEAL] C. Dunssy, 
edsvoren translator, 
EMBASSY OF THE UNITED States OF AMERICA, 
Kingdom of Norway, City of Oslo, ss: 

I, Carroll C. Parry, Consul of the United States of America at Oslo, Norway, 
duly commissioned and qualified, do hereby certify that Charles Dunsby, whose 
signature is subscribed to this instrument, was at the time of signing the same a 
sworn and public translator at Oslo, Norway, duly authorized to perform such 
act, and that the signature and seal are genuine and entitled to full faith and 
credit. 

IN WITNESS WHEREOF, I have hereunto subscribed my name and affixed my 
seal of office this 20th day of March A. D. 1952. 

Serial No. 12351. Nofee prescribed. Tariff item No. 38. 

Carrot C, Parry, 
Consul of the United States of America. 


Senator Edwin C. Johnson has introduced in the Senate a similar 
bill, S. 918, for the relief of the same individual. In view of the fact 
that the instant bill is being reported favorably, the bill, S. 918, will be 
indefinitely postponed. 

The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (H. R. 1186) should be enacted. 
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APRIL 27 (legislative day, Aprit 6), 1953.—Ordered to be printed 


Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 1193] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 1193) for the relief of Mrs. Helga Josefa Wiley, having con- 
sidered the same, reports favorably thereon without amendment and 
recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant a waiver of the excluding pro- 
vision of existing law in connection with the commission of a crime 
involving moral “turpitude in behalf of the wife of a United States 
citizen veteran of World War II, who is still serving with our Armed 
Forces. 

STATEMENT OF FACTS 


The beneficiary of the bill was born in Germany on July 2, 1926, 
and was married to Sgt. Harold Wiley, a United States citizen, on 
January 22, 1950. She was convicted in Germany in 1946 of stealing 
firewood, and without the waiver provided for in the bill, she will be 
unable to join her United States citizen husband in this country. 

A letter, with attached memorandum, dated May 15, 1952, to the 
then chairman of the Committee on the Judiciary of the House of 
Representatives with reference to H. R. 1159, which was a bill intro- 
duced in the 82 Congress for the relief of the same alien, reads as 
follows: 





MRS. HELGA JOSEFA WILEY 


DEPARTMENT OF JUSTICE, 
Washington, May 15, 1952, 


Hon, EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


My Dear Mr. CnuatrMan: This is in response to your request for the views 
of the Department of Justice relative to the bill (H. R. 1159) for the relief of 
Mrs. Helga Josefa Wiley, an alien. The bill would render the provisions of the 
lith category of section 3 of the Immigration Act of 1917, as amended, which 
excludes from admission to the United States persons who have been convicted 
of or admit the commission of a crime involving moral turpitude, inapplicable to 
Mrs. Helga Josefa Wiley, the German wife of Harold Wiley, a United States citizen 
and member of the United States Armed Forces, with respect to any conviction 
or admission of the commission of any crime in her case of which the Departments 
of State and Justice have knowledge on the date of its enactment. 

A memorandum prepared by the Immigration and Naturalization Service setting 
forth the facts in the case is attached. 

Mrs. Wiley, because of her conviction of petty theft, is inadmission to the 
United States under the 11th category of section 3 of the Immigration Act of 
February 5, 1917. In the absence of special legisiation she will be unable to join 
her husband in the United States. 

Under the circumstane2s whether the general provisions of the immigration 
laws should be waived in the case of Mrs. Wiley involves a question of legislative 
policy concerning which this Department prefers not to make any recommendation. 

Sincerely, 
A. Devitt VANECH, 
Deputy Attorney General. 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
Service Fires Re Mrs. Heuca Josera WILEy, BENEFICIARY OF H. R. 1159 


According to Sgt. Harold Wiley, the alien is a citizen of Germany who was born 
on July 2, 1926, at Bremen, Germany. She has never resided in the United 
States. She was married to Sergeant Wiley on January 22, 1950, at Giesse, 
Germany. Sergeant Wiley further stated that during 1946 the alien and her 
mother were arrested in Bremen, Germany, for the theft of firewood and fined 20 
reichsmarks. He stated that the wood was taken from a German forest when no 
other fuel was available. 

The record further shows that Sergeant Wiley is a native-born citizen of the 
United States, who was born on April 17, 1913, at Meridian, Okla. He states 
that he has been a member of the United States Armed Forces for approximately 
14 years and that his present rating is sergeant first class. His marriage to the 
alien was his third marriage. His former marriages were terminated by divorce. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (H. R. 1193) should be enacted. 
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APRIL 27 (legislative day, Apri 6), 1953.—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 1451] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 1451) for the relief of Mrs. James M. Tuten, Jr., having con- 
sidered the same, reports favorably thereon without amendment and 
recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant a waiver of the excluding provision 
of existing law in connection with the commission of a crime involving 
moral turpitude in behalf of the wife of a United States citizen veteran 
of World War II. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 29-year-old native and citizen of 
Denmark who was married on December 30, 1951, to James M. 
Tuten, Jr., an honorably discharged United States citizen veteran of 
World War II. She is presently in Canada and a petition for nonquota 
immigration status in her behalf has been approved. However, the 
record discloses that she was convicted of theft in Copenhagen on 
January 15, 1946, and received a suspended sentence of 8 months. 
Without the waiver provided for in the bill, she will be unable to join 
her United States citizen husband in this country. 

The files of the Committee on the Judiciary of the House of Repre- 
sentatives contain the following letters from the Chief of the Visa 
Division of the Department of State in connection with the bill: 





MRS. JAMES M. TUTEN, JR. 


DEPARTMENT OF STATE, 
Washington, December 19, 1952 
Water M. BesterMAn, Esq,, 
Legislative Assistant, Committee on the Judiciary, 
House of Representatives. 


My Dear Mr. BesteRMAN: I refer to your letter of December 9, 1952, relative 
to the case of Mrs. James M. (Ritha Lilian Kalmar Henrichsen) Tuten, Jr., in 
behalf of whom the Honorable Joseph R. Bryson, House of Representatives, 
intends to introduce a private relief bill. Reference is also made to my interim 
acknowledgment of December 11. 

The records of the Department show that Mrs. Tuten is the beneficiary of 
petition No. VP 6-705, which was transmitted to the American consulate genera] 
at Toronto on May 7, 1952, with authorization to accord her nonquota status in 
the issuance of an immigration visa. This is the only information pertaining to 
her case that is available in the Department’s visa files. 

In order that you may have the full particulars surrounding Mrs. Tuten’s appli- 
cation, I am requesting the consulate general to report what its records show in 
the matter. When a reply is received from the responsible consular officer, 
I shall be glad to write to you again. 

Sincerely yours, 


Epwarp S. MANpgy, 
Chief, Visa Division. 


DEPARTMENT OF STATE, 
Washington, January 13, 1953. 
Mr. Water M. BESTERMAN, 
Legislative Assistant, Committee on the Judiciary, 
House of Representatives. 

My Dear Mr. BesTeERMAN: Reference is made to my letter of December 19, 
1952, regarding the case of Mrs. Ritha Lilian Kalmar Henrichsen Tuten (Mrs. 
James M. Tuten, Jr.). 

A communication has now been received from the consulate general at Toronto, 
which indicates that this person first applied for an immigrant visa (under her 
maiden name) at the Embassy at Copenhagen. An investigation of her case 
disclosed that she was convicted on January 15, 1946, of theft in violation of the 
applicable provisions of the Danish law. She was therefore refused a visa on 
November 25, 1949, as a person who had been convicted of a crime involving 
moral turpitude. On September 22, 1952, a visa was again withheld from her 
at the consulate general at Toronto on the same ground. 

As you know, section 212 (a) (9) of the Immigration and Nationality Act 
renders ineligible to receive visas and provides for the exclusion from the United 
States of persons who have been convicted of or admit having committed a felony 
or other crime or misdemeanor involving moral turpitude. As theft is held to 
involve moral turpitude within the meaning of this provision of law, there is no 
further administrative action that may be taken in the case of Mrs. Tuten unless 
a private relief bill is enacted in her behalf. 

Sincerely yours, 
Epwarp 8S. MAney, 
Director, Visa Office. 


Congressman Joseph R. Bryson, the author of this bill, appeared 
before a subcommittee of the Committee on the Judiciary and pre- 
sented a history of the beneficiary’s police record, stressing the fact 
that while still a minor, and suffering under extremely difficult condi- 
tions in Denmark, then occupied by Nazi Germany, she resorted to 
stealing some food and on one occasion an overcoat. Mr. Bryson also 
stressed the fact that there is no evidence of any court conviction and 
that there certainly is no evidence which would cast any doubt on the 

irl’s good moral character since at least 1946, when she was cleared 
or employment with the United States occupation forces in Germany 
after a clearance given to her by the proper police authorities in 
Denmark. 
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The following statement was submitted to the committee by the 
husband of the beneficiary of this bill: 


The following is hereby presented for the purpose of expediting the entry of 

y wife into this country. 

I, James M. Tuten, Jr., do here swear that the following statements are correct 

; and true to the best of my knowledge and belief. In cases where it has been 

} practical to do so, I have secured documentary proof of the following, which may 
e seen on request. 

\Mv wife, Ritha Kalmar Henrichsen, was born on October 11, 1923, to Svend 
\age Kalmar Henrichsen and Elly Louise Kalmar Henrichsen, at the State 
Hospital in Copenhagen, Denmark. She was the first and only child by this 
marriage, as her mother died before she was 2 years old. She lived at home with 
her father and stepmother and went to municipal schools until she was 14 years 
old At that time her father wanted her to quit school. She however, desired to 

intinue through high school and college. To accomplish this she quit school and 
worked at various jobs during the next 3 years. In 1941, at the age of 17, she 
started high school night classes in spite of financial hardship brought about by 
her fathers refusal to give any assistance. Her own earning power was low because 
of no particular skill or training. The first 2 years she did very well in her studies 
and managed to live. In 1943 her health began to fail as a result of hard work and 
improper food during the Nazi occupation. Finally she resorted to several cases 
of petty thievery in order to live. In November 1944, she got a better job and 
her financial condition improved. She finished high school and started college 
in September 1945 at the University of Copenhagen. New financial difficulties 
soon arose because the university offered only day classes which conflicted with 
working hours. The same pattern repeated of poor health, little money, and petty 
thievery to live. In November 1945 she was apprehended. At the trial in 
January 1946 she was given 8 months, which was suspended for a trial period of 
3 years. In May 1946 she applied for work with the United States occupation 
forces in Germany. She was accepted after a clearance from the Danish Police. 
She worked for the United States forces in responsible positions for 5 years with an 
excellent record. It was during this time that I met her. I had to return Stateside 
in October 1948 before we could be married. She applied for an immigration visa 
to this country but was refused in October 1949 because of the police record. 
The sentence was removed from her police record after 5 years, and therefore in 
December 1951 she was able to immigrate to Canada, where we were married 
in Toronto, December 30, 1951. I then applied for her immigration visa. It was 
refused again for the same reason. The consulate in Toronto advised me to see 
my Congressman, which brings this up to date. 

Knowing my wife’s feelings for the Germans and Russians, I feel sure that she 
does not, or never has, belonged to any group which is against the interests of the 
U.S. A. She has very little interest in politics. She only wants to live a normal 
married life with me and raise a good American family. 

I am familiar with the sentence imposed upon my wife by the Municipal Court 
of Copenhagen, Denmark, in January 1946. 

The above-named woman is my wife and I desire to have her join me in this 
country on a permanent basis. 

[SEAL] Rosert F. Smirn, Notary Public. 


Date sealed: December 30, 1952. 
Date of expiration: Will of governor. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (H. R. 1451) should be enacted. 
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Mr. Lanoer, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany H. R. 1704] 


The Committee on the Judiciary, to which was referred the bill 
H. R. 1704) for the relief of Mrs. Suga Umezaki, having considered 
the same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Mrs. Suga Umezaki. The bill provides for an 
appropriate quota deduction and for the payment of the required visa 
fee. 

STATEMENT OF FACTS 


The beneflciary of the bill is a 70-year-old native and citizen of 
Japan who last entered the United States on October 8, 1949 for the 
purpose of receiving medical treatment. She first came here in 1912 
to study and spent a number of years here studying voice. She is a 
widow and is residing with relatives in California who guarantee her 
support and medical expenses. She has only a niece left in Japan. 

A letter dated August 1, 1951, to the then chairman of the Commit- 
tee on the Judiciary of the House of Representatives from the Deputy 
Attorney General with reference to H. R. 2111, which was a bill intro- 
duced in the 82d Congress for the relief of the same alien, reads as 
follows: 
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MRS. SUGA UMEZAKI 


DEPARTMENT OF JUSTICE, 
Orrice oF THE Deputy ATTORNEY GENERAL, 
Washington, August 1, 1951. 
Hon, EMANvEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


My Dear Mr. CuartrMAN: This is in response to your request for the views of 
the Department of Justice relative to the bill (H. R. 2111) for the relief of Mrs 
Suga Umezaki, an alien. 

The bill would provide that, notwithstanding section 303 of the Nationality 
Act of 1940, as amended, and section 13 (c) of the Immigration Act of 1924, as 
amended, Mrs. Suga Umezaki shall be considered to have been lawfully admitted 
to the United States for permanent residence as of the date of its enactment 
upon payment of the required visa fee and head tax. It would also direct thy 
Secretary of State to instruct the quota-control officer to deduct one number 
from the appropriate immigration quota. 

The files of the Immigration and Naturalization Service of this Departmen: 
disclose that Mrs. Umezaki, a widow, is a native and citizen of Japan, of t! 
Japanese race, who was born in Nagasaki, Japan, on June 15, 1883. She last 
entered the United States at the port of San Francisco, Calif., on October 8, 1949 
when she was admitted as a temporary visitor for 6 months under section 3 (2 
of the Immigration Act of 1924. The alien has been granted two extensions of 
her stay, the last of which will expire on July 26, 1951. 

The files further disclose that Mrs. Umezaki first entered the United States at 
San Francisco in 1912, to attend the College of Music in Cincinnati, Ohio, that 
she attended that college until 1913, leaving to enroll in Ohio Wesleyan College 
at Delaware, Ohio, which she attended until 1914, at which time she reenrolled i: 
the College of Music, from which she was graduated in 1916. She stated that 
she thereafter returned to Japan for a visit and again entered the United State: 
in 1917, for the purpose of studying voice. She studied voice in Los Angeles 
New York, and Rome, Italy, until 1922, when she returned to Japan. Shy 
stated that from 1922 until 1924 she taught music in a mission school in Toky 
Japan. Mrs. Umezaki further stated that on December 9, 1924, she was married 
in Tokyo, Japan, to Toyosuke Hattori, a Japanese citizen, who was an electrical 
engineer employed by the Japanese Government. She stated that on August 18 
1932, Mr. Hattori died, and that from that date until April 1948 she lived in and 
was supported by the Hattori household. The alien testified that she entered the 
United States for the purpose of receiving medical treatment for her eyes, whi 
treatment was unavailable to her in Japan. A letter from her physician indicates 
that she has been receiving treatment since October 12, 1949, for incipient cata- 
racts dilat, and choriodoretinitis. Mrs. Umezaki is presently residing at t! 
home of her nephew, Hitoshi Nitta, Santa Ana, Calif. 

Mrs. Umezaki, being of the Japanese race, is ineligible for naturalization under 
section 303 of the Nationality Act of 1940, and thus inadmissible to the United 
States for permanent residence under section 13 (¢) of the Immigration Act of 
1924. In the absence of general or special legislation, she cannot enter the Unit: 
States for permanent residence, The record presents no facts, however, whi 
would warrant the enactment of special legislation granting the alien an exemptio! 
from the operation of the immigration laws. 

Accordingly, the Department of Justice is unable to recommend enactment of 
the measure. 

Yours sincerely, 
PrYTON Forp, 
Deputy Attorney Genera 


Congressman James B. Utt, the author of the bill, appeared befor 


a subcommittee of the Committee on the Judiciary of the House o! 
Representatives and submitted the following information: 


PERSONAL HIsToRY 


Mrs. Suga Umezaki, in whose behalf this private bill is offered, is Japanes« 
birth. She was born in Nagasaki, Japan, in 1883, and was educated at the Ias= 
Methodist Mission School in that city. Mrs. Umezaki thus acquired a knowledg 
of the English language at an early age. 

In 1912 Mrs. Umezaki first came to America as a student of music at the 0 
Wesleyan University and the Cincinnati College of Music. She graduated fro 
the latter institution in 1916. 
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In that year Mrs. Umezaki returned to Japan, making a second visit to the 
| United States in 1917. Between the years 1919 and 1922 she studied music in 
1951, New York and Italy, returning to Tokyo to teach music at Aoyama Gakuin. 

In 1924 Mrs. Umezaki was married to Toyosuke Hattori and was widowed in 
1932. She has nochildren. From 1922 to 1949, Mrs. Umezaki remained in Japan, 
being barred from admission to the United States under the provisions of the 
Oriental Exclusion Act, effective after 1924. 


le Ws of 

f Mrs On October 8, 1949, she was admitted to the United States at the port of San 
| Francisco, Calif., on a visitor’s permit. Mrs. Umezaki was admitted in order to 

onality receive surgical treatment and nursing treatment for her eyes. These required 

924, as medical facilities were not available in Japan, and it was feared that blindness 

mitted would result if proper treatment and care were lacking. 

‘tment Since the above date, Mrs. Umezaki’s permit has been extended, but will expire 

ect the again on February 1, 1953. 


lumber 
REASONS FOR PRIVATE BILL 


rtment 


of t} Mrs. Suga Umezaki has only one relative in Japan, a niece unable to care for 
he last her. Since her 1949 arrival in California, Mrs. Umezaki has resided at the home 
1949 of her sister and brother-in-law, the S. Nitta family of 13121 Fairview Avenue, 


n 39 Santa Ana, Calif. These facts stand out as important in the case: 
Seca: a (1) Mrs. Umezaki will lack adequate care for her needs if returned to Japan. 
2) During September 1950, the 8S. Nitta family pledged that it would care for 
Mrs. Umezahi if she is allowed to remain in the United States; and ‘‘do individu- 
ally and collectively guarantee to pay any and all expenses, bills, or costs which 
the said Suga Umezaki may incur for living expenses or hospital, doctor bills, 
nursing charges or other expenses in the event that she continues to remain in the 
United States, such guaranty extending over whatever period the said Suga 
Umezaki may be allowed to remain in this country.” 
ngeles 3) During the same month, W. B. Williams, president of the First National 
Sh, Jank, Santa Ana, Calif., presented a sworn statement to the effect that the 
Nitta family 1s financially able to assume any obligations incurred in the care of 
varried Mrs. Umezaki during her stay in this country. 
-etrical (4) A number of character endorsements have been presented testifying to the 
ust 18 high Christian character and loyalty to this country of Mrs. Umezaki. The Nitta 
in and family is highly respected in Santa Ana, has resided in this country for 53 years, 
red the and in southern California for 47. One of the Nitta sons served in the Armed 
whic Forces of the United States during World War II, and is now a Reserve officer. 
Pion tos 5) Mrs. Umezaki is still under a doctor’s care for her eyes, and the complete 
t cata- loss of sight still looms as a possible result of deportation. 
at t! These facts were brought to the attention of Hon. John Phillips, of California, 
then Congressman for Orange County, and on January 25, 1951, he introduced 
under H. R. 211), 82d Congress, Ist session, a private bill for the relief of Mrs. Suga 
United Umezaki. The bill received the warm endorsement of the antidiscrimination 
Act of committee of the Japanese American Citizens League and of the many friends of 
Unite Mrs. Umezaki. 
whi The 82d Congress expired without action on the bill. 


lok 


npti 
, CHARACTER ENDORSEMENTS 
— During the course of the controversy over Mrs. Umezaki’s continued stay in the 
United States, she has received a number of very fine character endorsements 
from her many friends here. Without exception, these folks who know her have 
endorsed Mrs. Umezaki’s stay in the United States. Those writing are as follows: 

Fred Forgy, attorney at law, 204 First National Bank Building, Santa Ana. 

Mrs. John Dolbey, 3211 Hardisty Avenue, Cincinnati, Ohio. 

Col. C. R. Fisher, 5724 Oak Street, Kansas City 2, Mo 

Julia and Mary Parks, 202 Market Street, Leechburg, | 

Mrs. William C. Lueas, 106 West 14th Street, Kansas City, Mo. 

Mrs. Arthur G. Pinkham, 41 Pierrepont Avenue, Potsdam, N. Y. 

Bishop Herbert Welch, 520 West 110th Street, New York 5, N. Y. 

Mr. N. H. Spellman, 269 Doheny Drive, Beverly Hills, Calif 

Mr. George E. Kirk, 531 West Bancroft Street, Toledo 2, Ohio 

Mr. and Mrs. James W. Kirkpatrick, 4230 Genessee, Kansas City 

Miss Minnie Taylor, 1018 North Hobard Boulevard, Los Angeles 27 

Mr. Frank Herron Smith, 2816 Hillegass Avenue, Berkeley, Calif. 

Miss Ann Laura White, 3984% Oregon Street, San Diego 4, Calif 

Mrs. Charles M. Rowland, 414 West Fourth Street, Long Beach, Calif. 
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Miss Helen Couch, 274 Robincroft Drive, Pasadena 6, Calif. 

Mrs. Harry G. Corby, 7315 West 74th Street, Overland Park, Kans. 

Mrs. F. I. Johnson, 711 Lake Shore Boulevard, St. Cloud, Fla. 

Congressman John Phillips, the author of a similar bill pending jn 
the 82d Congress for the relief of the same alien, also submitted the 
following statement: 


STATEMENT OF JOHN Pui.uiips, M. C., REPRESENTATIVE FROM THE 297TH Disrricr 
oF CALIFORNIA, BEFORE THE SUBCOMMITTEE ON PRIVATE BILLS OF THE Coy. 
MITTEE ON THE JUDICIARY 


I have been familiar with the Umezaki case since it was first sent to my office 
on August 11, 1950. At that time, and until January 3 of this year, Orange 
County, in which the case originates, was a part of my district. Under reappor- 
tionment, James B. Utt is the Representative from the new 28th District, which 
includes Orange County. 

I have always thought this was a worthy case. I was disappointed that time 
worked against us last session and it was not possible to bring it up before your 
committee. Mrs. Umezaki is a 70-year-old Japanese woman, all of whose close 
relatives live in the United States, and who are adequately able to support her, 
She has very few close relatives left in Japan. In view of her age, I think we can 
say confidently that she does not have many more years to live. I think the 
United States could well decide that it will permit her to stay with her relatives 
and friends in the United States, for these few remaining years, rather than 
uproot her and send her back to Japan to live largely among strangers. This 
attitude would be consistent with the historic and well-established attitude of the 
Congress toward similar cases, as well as toward related groups, including DP’s, 
Mr. Utt will present the case in detail and I hope that the committee will see fit 
to approve the bill. 

I would come before your committee myself to make this statement, but I have 
a long-standing commitment te go to Philadelphia on March 2, the time set for 
the hearing. 

FEBRUARY 28, 1953, 


The committee, after consideration of all the facts in the case, is of 
the opivion that the bill (H. R. 1704) should be enacted. 
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JACK KAMAL SAMHAT 


APRIL 27 (legislative day, Aprit 6), 1953.—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 1895] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 1895) for the relief of Jack Kamal Samhat, having considered 
the same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Jack Kamal Samhat. The bill provides for 
an appropriate quota deduction and for the payment of the required 
visa fee. 

STATEMENT OF FACTS 


The beneficiary of the bill is a 21-year-old native and citizen of 
Lebanon who last entered the United States as a seaman on September 
14, 1947. He has been adopted by Mr. Robert Charles Phillips, a 
United States citizen residing in Detroit, Mich. He enlisted in the 
United States Marine Corps and is presently serving in that branch 
of the service. 

A letter with attached memorandum, dated March 20, 1952, to the 
then chairman of the Committee on the Judiciary from the Deputy 
Attorney General with reference to H. R. 4385, which was a bill 
introduced in the 82d Congress for the relief of the same alien, reads 
as follows: 





2 JACK KAMAL SAMHAT 


Marcu 20, 1952 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


My Dear Mr. CurarrMan: This is in response to your request for the views of 
the Department of Justice relative to the bill (H. R. 4385) for the relief of Jack 
Kamal Samhat, an alien. The bill would enable the alien to acquire the statys: 
of a nonquota immigrant. 

There is attached a memorandum prepared by the Immigration and Natiralj. 
zation Service of this Department setting forth the facts in the case. 

The quota for Lebanon, to which the alien is chargeable, is oversubscribed, an 
an immigration visa is not readily obtainable. The record, however, presents ; 
facts which would warrant the enactment of special legislation granting him 4 

reference over the many other aliens abroad who also desire to enter the United 
States for permanent residence but who are unable to do so because of the over. 
subscribed condition of the quotas to which they are chargeable. 

Accordingly the Department of Justice is unable to recommend the enactment 
of the bill. 

Sincerely, 
A. Devirr VANECH, 
Deputy Attorney General 


-—— 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
Service Fires Re Jack KAMAL SAMHAT, BENEFICIARY OF H. R. 4385 


The alien is a native and citizen of Lebanon, who was born on August 12, 193] 
He last entered the United States at Galveston, Tex., on September 14, 1947, and 
was admitted as a seaman for a period not to exceed 29 days. He has remained ir 
this country ever since. 

A warrant for the alien’s arrest in deporation proceedings was issued on July 18, 
1950, charging him with being in the United States in violation of the Immigration 
Act of May 26, 1924, in that, after admission as a seaman, he has remained in the 
United States for a longer time than permitted under that act or regulations made 
thereunder. On April 5, 1951, he was ordered deported but upon reconsideration 
on September 7, 1951, the order and warrant of deportation were withdrawn and 
he was granted 60 days within which to depart from the United States without an 
order of deportation outstanding. On January 8, 1952, the Board of Immigration 
Appeals amended its order to September 7, 1951, by directing that the alien be 
required to depart to any country of his choice within 30 days after action by th 
Congress on the private bill introduced in his behalf in the event such actior 
proves unfavorable. 

The alien was legally adopted by Mr. Robert Charles Phillips in the probate 
court of Detroit, Mich., on May 24, 1951, the order of adoption decreeing that 
there be no change in the alien’s name. Mr. Phillips was born in Terre Haute, 
Ind., on July 12, 1897. During World War II he was an engineer with the 
United States Army in Palestine, where he met the alien, whose father was 
also working in Palestine at that time. The alien’s mother died shortly after 
his birth. Mr. Phillips obtained permission from the alien’s father to take hin 
with him, rear him, and educate him. He sent the alien to school in Egypt and 
Syria, and after the war was over he and the alien shipped out as seamen and 
arrived together at Galveston, Tex., on September 14, 1947. Mr. Phillips stated 
that at the time of their arrival in this country he told the alien to remain on the 
boat, since he did not have the proper documents to enter the United States per- 
manently. However, he stated that about 2 weeks later the alien came to Detroit 
and looked him up, stating that he desired to remain in the United States. Mr 
Philiips alleges that he is able and willing to take care of the alien and that he 
could raise up to $12,000 in cash if necessary. 

The alien attended Chadsev High School, Trade Division, in Detroit from Sep- 
tember 1948 to June 1950. Since August 1950, he has been employed as a welder 
by various firms in Detroit. 


This bill passed the House of Representatives on June 16, 1952, and 
the following evidence was contained in the House report on a bill for 
the same person: 
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JACK KAMAL SAMHAT 


GEORGE BasHARA, ATTORNEY AND COUNSELOR, 
Detroit, Mich., March 28, 1982. 
In re Jack Samhat (H. R. 3485), 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, House of Representatives, 
Washington, D. C. 


My Dear ConGREssMAN: Our mutual friend Thad Machrowicz has very 
kindly sent me by special delivery your esteemed letter to him dated March 25, 
enclosing copy of Deputy Attorney General Vanech’s letter in the above-entitled 
matter, stating that the Department of Justice is unable to recommend enact- 
ment of the bill. 

Your letter suggests that the adoptive parent apply to the Attorney General 
for suspension of deportation, under section 19 (c) of the Immigration Act of 
1917 as amended. 

In seeking the young man, Jack Samhat, I learned that he enlisted and has 
been in the United States Marines for 3 months and is now at Santiago ready to 
ship out. In view of this development it is extremely difficult to get Forms 1-55 
and I-256 signed by him, although the necessary signature can be obtained of 
Mr. Robert Phillips, his adoptive parent. However, in view of this young man’s 
fervent patriotism and love for his adoptive country, may I respectfully suggest 
that, irrespective of the recommendation of the Deputy Attorney General, your 
committee approve H. R. 4385, introduced by Congressman Machrowicz. ~ 

Frankly, I am unable to understand the attitude of the Deputy Attorney 
General in refusing to recommend the passage of thi¢ bill on its own merits. The 
adoptive parent has actually raised this boy from his tender childhood of 8 years 
and the boy now is approaching 21. He apparently stated to the immigration 
inspector that he was willing and prepared to spend everything he has, up to 
$12,000 in cash, if necessary for this boy. The boy has shown a remarkable 
degree of intelligence and excellent citizenship in the American schools and has 
now culminated it by enlisting in the toughest fighting service in the United States 
with the almost certain knowledge that he will get into action in the Pacific 
or anywhere the United States may need him. 

I, therefore, again respectfully ask you to reexamine the action of your honorable 
committee in recommending the passage of this bill. 

Awaiting your kjnd, favorable advices, I am 

Respectfully yours, 
GEoRGE BaASHARA. 


Congressman Thaddeus M. Machrowicz, the author of the bill, 
submitted the following letters regarding Mr. Samhat’s service in the 
United States Marine Corps: 


HeapquartTers, Tuirp TANK BATTALION, 
Tuirp Marine Diviston, FMF, 
Camp JosepH H. PENDLETON, 
Oceanside, Calif., April 28, 1952. 
Hon. EMANUEL CELLER, 
Chairman of the Committee on the Judiciary, 
House of Representatives, Washington, D. C. 
My Dear Mr. CeE.ter: In connection with enclosure 1, this is to certify that 
Jack Kamal Samhat enlisted in the United States Marine Corps on January 24, 
1952, and has been on active duty since that date. 


Sincerely, 
C. C. CrossFietp III, 
Major, United States Marine Corps Reserve, Commanding. 





JACK KAMAL SAMHAT 


GEORGE BasHARA, ATTORNEY AND COUNSELOR, 
Detroit, Mich., April 9, 1952. 


The CoMMANDING OFFICER OF Prec. JACK SAMHAT, 
United States Marine Corps, San Diego, Calif. 

Dear Sir: This letter will be handed to you by Pfc. Jack Samhat, in your 
command. 

I am representing Private First-class Samhat in a private bill now pending 
before the Judiciary Committee of the House of Representatives at Washington, 
D. C. It is necessary that we submit proof of the fact Pfc. Jack Samhat is in 
the Marine Corps and his record therein, including the length of time he has 
been a member of the Marine Corps. 

I will thank you to address a letter, in triplicate, to the Honorable Emanuel] 
Celler, chairman of the Committee on the Judiciary, House of Representatives, 
in Washington, D. C, 

Please either hand the triplicate letter to Private First-class Samhat or air mail 
them directly to this office, as these letters are urgently needed for a hearing 
being held before the Judiciary right after the Easter vacation of Congress. 

It is respectfully requested that you kindly get these to me or to Private First- 
class Samhat at your very earliest convenience. 

Thanking you in advance for your cooperation in this matter, I am 

Respectfully yours, 
GEORGE BASHARA. 

Certified a true copy: 

T. M. FEerTrEeRMAN, 
Second Lieutenant, United States Marine Corps Reserve, 


The files of the Committee on the Judiciary of the House of Rep- 
resentatives also contain a copy of the adoption decree in this case. 
The committee, after consideration of all the facts in the case, is 


of the opinion that the bill (H. R. 1895) should be enacted. 
O 
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APRIL 27 (legislative day, Aprit 6), 1953.—Ordered to be printed 


r. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 2353] 


The Committee on the Judiciary, to which was referred the bill 
H. R. 2353) for the relief of Ema Shelome Lawter, having considered 
the same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant to the minor child to be adopted 
by citizens of the United States the status of a nonquota immigrant 
which is the status normally enjoyed by the alien minor children of 
United States citizens. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 3-year-old native and citizen of 
Japan who has been released from the Elizabeth Saunders’ Home in 
Oiso, Japan, for adoption by Sgt. and Mrs. James S. Lawter, who are 
citizens of the United States, 

Congressman Jack B. Brooks, the author of the bill, submitted to 
the Committee on the Judiciary of the House of Representatives the 
following information in support of the bill: 

CONGRESS OF THE UNITED STATES, 
House OF REPRESENTATIVES, 
Washinaton, D. ¢ Mohy ary 5, 1958. 
Hon. CHauncry W. Reep, 
Chairman, Immigration Subcommitiee, 
House of Representatives, Washington 

Deak Mr. CHAIRMAN: Your attention i SPE iy invited to my bill, 
H. R. 2353, introduced last week for the relief of Fma Shelome Lawter, the adopted 
alien child of Mr. and Mrs. James 8. Lawter, citizens of the United States. 
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Mr. Lawter is a master sergeant in the Army presently serving in Japa) 
scheduled to return to the United States in April or May of this year. He and 
his wife are most anxious to bring their adopted daughter back with them ‘i 
have asked that I do whatever is possible to get the bill through before that time 
May I suggest that an early hearing be scheduled to consider the informat; 
filed with the committee by my predecessor, Hon. J. M. Combs, when he intro. 
duced the bill originally last year. I have looked over this file and it appears to 
contain complete details for considering the case. Inasmuch as the length of 
time required to obtain a departmental report is prohibitive and data on file with 
the committee is extensive, I hope you will find it feasible to schedule a hearino 
at a very early date. ‘our cooperation will be most deeply appreciated. ; 

With best wishes. 


Sinocrely yours 


re 


J ACK B. Brook “ 
Second District, Tera 


The documents referred to in Congressman Brooks’ letter were 
filed with the Committee on the Judiciary of the House of Represen- 
tatives during the 82d Congress in support of a bill then pending for 
the relief of the same person, and read as follows: 


MepicaL Section, JAPAN LocisticAL COMMAND, 
APO 343, CARE OF POSTMASTER 
San Francisco, Calif., May 28, 1952 
Hon. THomMAs CONNALLY, 
United States Senator from Texas, 
Senate Building, Washington 25, D. C. 


HoNORABLE Sir: It is with considerable reluctance that in these troubl 
times I bother you about a purely personal matter. However, I find that [ hay. 
no other recourse other than to request your good offices in this matter. 

My wife and I have adopted a child here in Japan, and it appears that we 
not be able to bring this child to the United States unless a private bill is pass: 
by Congress authorizing same. I do not know the name of the Congressina 
my district, and accordingly, it is requested that someone on your staff forward 
this communication to him. In connection with this request, the following 
information is submitted: 

I am a master sergeant in the United States Army, serial No. RA6923319 a 
have been in the military service for the past 13% vears. During this period | 
have never been court-martialed or reprimanded. My home is in Port Art 
Tex., and my last address there prior to being assigned to the Far Fast Comma 
was 3348 25th Street. My wife has been a resident of Port Arthur for the past 
18 years and prior to our marriage was a MeCleskey. 

The child that we have adopted is a female, Ema *helome Lawter, 3 years of 
age, and was adopted from the Elizabeth Saunders Home at Oiso, Japan. This is 
the home that originally was sponsored by Joseph Grew when he was Ambassador 
to Japan. 

The child is in good health and appears to be 100-percent Caucasian althoug! 
records and facts regarding her birth are not available. [am enclosing a copy ol a 
medical report on the child and a copy of the release from the Elizabeth Saunders 
Home. 

My wife and I have no children from our union and have had the continuous 
eustody of this child for the past several months and honestly and sincerely desi! 
to raise this youngster as our own. It would cause my wife considerable heart- 
break if this youngster were not permitted to accompany us on our return to the 
United States. I intend to make the Army my career and am able and mos 
anxious to support, raise, and educate this child. I am also enclosing statements 
from my superior officers testifying to my character and integrity. 

Among the people in and near Port Arthur who may attest to my charset 
are Rev. Charles H. Miller, 2265 Wilson Street, Beaumont, Tex.; Mr. Kk. D. Mot! 
3348 25th Street, Port Arthur, Tex.; Mr. and Mrs. Frank Delahousaye, 3115 
11th Street, Port Arthur, Tex. 

If any additional information and/or documents are required, please let 0 
know. 

Thanking vou for these favors and assuring you of my continuous gratit uc 
I remain, 

Faithfully yours, James 8S. LAWTER, 
Master Sergeani, United States Army, RA692331) 


j 


r 
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HrADQUARTERS, UNITED States Army Hospital, 
S168tH ArMy Unirr, APO 503, 
April 10, 1982. 
CERTIFICATE 


a Shelome, dependent of M. Sgt. James 8S. Lawter, Medical Section, Japan 
stieal Command, was examined for adoption and found to have no evidence 
nmunicable disease and is in apparent good health. 
SHELDON W. JosepH, 
Captai n, Mie dic al Corps, Chief Pe liatric Clinic 
\pproved: Horart D. BeLKNap, 
Colonel, Medical Corps, Commanding. 


HEADQUARTERS, JAPAN LoaisticaL COMMAND, 
OFFICE OF THE SurGEON, APO 343, 
March 25. 1952 


Vhom It May Concern: 
have known M. Sgt. James 8S. Lawter since November 1950, at which time 
is assigned to the Operations Division, Medical Section, Japan Logistical 
nmand, 
ergeant Lawter has an unusually pleasing personality. He is sincere, courte- 
considerate, loyal, and enthusiastic. He is intelligent, physically fit, and 
orally straight. Sergeant Lawter is attentive to duty and has accomplished 
: work as Chief Clerk in the Operations Division of the Medical Section in a 
ighly commendable manner, 
{ would recommend him without hesitation as a father for an adopted child. 
am sure that he will extend all efforts necessary to provide a good and happy 
for the child. 
A. VICKOREN, 
Colonel. Medical Corps Dep ty S irgeon. 


HEADQUARTERS, JAPAN LoGisTicaL COMMAND, 
OFFICE OF THE SurRGEON, APO 3483, 
March 24, 1952. 
Whom It May Concern: 


I have known M. Sgt. James 8. Lawter, Medical Section, Headquarters, Japan 
Logistical Command, APO 343, since August 9, 1951. He has worked directly 


er my supervision in the capacity of chief clerk, Operations Division, Medical 


Section, Japan Logistical Command. 

I have found Master Sergeant Lawter to be a mature individual possessing an 
abundance of good judgment and commonsense. He is of quiet dignified mein, 
thoroughly honest and reliable, and is kind and considerate in his dealings with 
other people. He has the ability to recognize responsibility and does not shirk it. 

in summary it is my opinion, based on intimate daily contact, that Master 
Sergeant Lawter possesses the good attributes that identify and deseribe the real 
solid American citizen. 

C. A. McALLISTER, 
Lieutenant Colonel, Medical Service Corps. 


HEADQUARTERS, JAPAN LoaistTicAL COMMAND, 
OFFICE OF THE ScurGceon, APO 343, 
March 25, 1952. 
To Whom It May Concern: 

I have known M. Sgt. James S. Lawter for the period of approximately 1% 
vears during which time I have worked closely with him. I have always observed 
iim to be conscientious, sincere, hard working, thorough, and of the highest 
moral caliber. 

I do not hestiate to reeommend Master Sergeant Lawter to you as a person 
who may be entrusted with whatever treasure one might possess. 

B. RAPPAPORT, 
Captain, Medical Service Corps. 
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YokouaMa, Japan, March 24, 1952, 


EvizaBetH SAUNDERS Home, 
Oiso, Japan. 


(Attention: Miss Sawada.) 


Dear Miss Sawapa: This is in reference to the request for adoption by M. Sgt, 
and Mrs. James 8. Lawter of a 24-year-old child named ‘‘Marie’’ who was being 
cared for in your home and is now living with the Lawters in Yokohama. 

I have known Master Sergeant Lawter for over a vear during the time he has 
been assigned to Medical Section, Headquarters, Japan Logistical Command 
APO 343. He has demonstrated to me during that time that he is completel; 
trustworthy, serious thinking, loyal, and conscientious. I am convinced that hy 
and Mrs. Lawter will provide a good home for the little girl; will treat her as 
their own and give her all the advantages possible in our society. Knowing 
Master Sergeant Lawter as I do and the circumstances under which he is maki 
this request for adoption, I wholeheartedly recommend that his petition be ap 
proved and he be given all possible assistance to effect the adoption. 

Very truly yours, 
Dovuetas C. Currwoop, 
Captain, Medical Service Corp 


HEADQUARTERS, JAPAN LOGISTICAL COMMAND, 
Mepicau Section, APO 343, 
March 24, 1952, 
To Whom It May Concern: 

This is to certify that I have known M, Sgt. James S. Lawter, RA6923319 
United States Army, since October 1948. 

Through close association with Sergeant Lawter during the past 3% years | 
have found him to be a credit to the Army and to his country. 

Sergeant Lawter is a sober, mature individual who has a keen sense of responsi- 
bility to his duty and to his superiors. His unswerving loyalty to his assigned 
tasks and assignments has brought him praise and admiration of his associates 
Sergeant Lawter has a most promising future and a sound security foothold in the 
years to come. This reserved, polite, and intelligent individual has my most 
sincere praise and respect. 

Capt. Jonn C. Crimen, 01544372. 


To Whom It May Concern: 


Re: Acquiring United States citizenship for adopted child of M. Sgt. James $ 
Lawter, RA6923319, and Mrs. Bobbie Ruth Lawter, Quarters 101 D, Area No. 1, 
Yokohama, Japan, but a legal resident of 3348 25th Street, Port Arthur, Tex. 

1. The Elizabeth Saunders Home at Oiso, Japan, is a home for unwanted and 
abandoned children who are the offspring of members of the United States occu- 
pation forces and women of Japanese origin. It is recognized as such by the 
Japanese Government and has received financial aid from various branches of 
the United States occupation forces as well as substantial contributions from 
former Ambassador Joseph Grew. 

2. I, Mrs. Renzo Sawada, founder and executive director of the Elizabeth 
Saunders Home in Oiso, Japan, attest to the fact that on March 23, 1952, a female 
infant child, now named Ema Shelome Lawter (Maria Mari Matsumoto), was 
delivered from my care at the home to M. Sgt. James S. and Mrs. Bobbie Ruth 
Lawter for adoption. 

3. This child, born June 18, 1949, of a Japanese girl and an American (Gl 
soldier of United States citizenship, was abandoned by her father and found 
unwanted by her mother. 

4. I certify that this child has been completely relinquished by her parents and 
that no claims can be made upon her by any individual, institution, or govern- 
ment. 

5. When the child was adopted by M. Sgt. James S. and Mrs. Bobbie Ruth 
Lawter it was done not only to give her love, care, security, and education, but 
also to acquire for her the same citizenship of her newly adopted parents, with 
my assurance that such adoption involved no further legal restrictions. 
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6. Therefore, I certify that said child is now in the possession of M. Sgt. James 
S. and Mrs. Bobbie Ruth Lawter as a legally adopted child without any reserva- 
tions, . 

Wixi SAWADA 
Mrs. Renzo SawaDa, 
Executive Director, Elizabeth Saunders Home, 


O1so, JAPAN. 

Witnessed by: 

The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (H. R. 2353) should be enacted. 


O 
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PAOLA BOEZI LANGFORD 


APRIL 27 (legislative day, ApRit 6), 1953.—Ordered to be printed 


' 
Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


{To accompany H. R. 2624] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 2624) for the relief of Paola Boezi Langford, having considered 
the same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to waive the excluding provision of the 
Immigration and Nationality Act relating to one who has been afflicted 
with tuberculosis in behalf of the wife of a citizen of the United States. 
The bill also provides for the posting of a bond as a guaranty against 
the alien becoming a public charge. 


STATEMENT OF FACTS 


The beneficiary of the bill is a native and citizen of Italy who is 
presently married to A. G. Langford, an American citizen residing in 
Bandera, Tex. She has been denied a visa on the ground that she has 
been certified as having a tubercular condition. Her physician has 
certified that the condition is now arrested. Without the waiver 
provided for in the bill, the beneficiary will be unable to join her 
United States citizen husband in this country. 

A letter dated February 24, 1953, to the chairman of the Committee 
on the Judiciary of the House of Representatives from the Director of 
the Visa Office, Department of State, reads as follows: 





PAOLA BOEZI LANGFORD 


DEPARTMENT OF STaTE, 
Washington, February 24, 1953 
Hon. CHauncry W. ReEeEp, 
Chairman, Committee on the Judiciary, 
House of Representatives. 

My Dear Mr. Reep: Reference is made to your letter of February 9, 
and its enclosure, wherein you requested the views of this Department concert 
the enactment of H. R. 2624, a bill for the relief of Paola Boezi Langford. Ref 
ence is also made to the Department’s interim reply of February 12, 1953. 

According to information contained in the Department’s files, a report 
received from the American consulate general at Naples, Italy, under dats 
July 25, 1952, wherein it was stated that when the alien appeared at that off 
make formal application for a nonquota immigration visa, the officer of the Unit 
States Public Health Service who examined her requested that her case be deferr 
for 3 months for further observation of a pulmonary condition. It was furthe: 
stated in the report that Mrs. Langford was requested to appear for a reexamina 
tion on September 23, 1952, at which time a further chest X-ray would be n 
The report concluded with a statement that all other aspects of Mrs. Langford’s 
case were in order. 

As the Department’s records contain no further information concerning t} 
case, the consulate general at Naples is being requested to furnish a prompt report 
on the present status thereof. 

When the requested report shall have been received, a further communication 
will be addressed to you. 

Sincerely yours, 
Epwarp 8S. MANeEy, 
Director, Visa Office. 
For the Secretary of State 


Congressman QO. C. Fisher, the author of the bill, appeared before 
a subcommittee of the Committee of the Judiciary of the House of 
Representatives and submitted the following information in support 
of the bill: 

House or REPRESENTATIVES, 
Washington, D. C., February 4, 1953 
Hon. Cuauncey W. ReEeEp, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. Reep: Reference is made to H. R. 2624, a bill for the relief of 
Paola Boezi Langford, which I introduced’ yesterdav. I enclose a certificate 
from Mrs. Langford’s physician attesting to the fact that a tubercular condition, 
which has temporarily prevented her entry into this country, is now arrested 
and inactive. I also attach a statement from the Medical Association in Rome 
attesting to Dr. Giusto’s reliability. In addition, I enclose certain correspondence 
which I have had with Mrs. Langford’s husband, Mr. A. G. Langford of Bandera, 
Tex., which will add some information to a better understanding of the facts 
upon which the bill is based. 

It will be noted that Mrs. Langford is married to an American citizen, Mr. A 
G. Langford, and has indicated by a letter from Hon. Alfred T. Nester, American 
consul general in Naples, the only reason why she is not admissible is the history 
of a tubercular condition. 

It will be appreciated if this matter can be considered at an early date. If 
there is any additional information that is needed, I shall be glad to furnish it. 

Sincerely yours, 
O. C. FISHER. 


The documents referred to in Mr. Fisher’s letter read, in part, as 
follows: 


AcenziA Recapiro, 
Servizio CERTIFICATI, 
Roma 15. I. 523. 

This is to certify that Mrs. A. G. Langford suffered in the past of pulmonary 
tuberculosis in the right apex of the lung. 

As appears from the X-rays which I made, the process is now arrested and 
inactive. The sputum analysis is negative and the blood-cell sedimentation is 
normal (5-10). 

Mrs. Langford does not need any special treatment. 

Prof. Giusto Fratz. 





PAOLA BOEZI LANGFORD 


THE FOREIGN SERVICE OF THE UNITED SraTes OF AMERICA 
American Consulate General, Naples, Italy, August 22, 1952. 
Hon. O. C. Fisher, 
House of Repre sentatives, 
Washington, D. C. 

My Dear Mr. Fisuer: I have delayed replying to your letter of June 6, 1952, 
ng to your interest in the immigration visa case of Mrs. Paola Boezi Langford, 
ng the reexamination of the medical dossier in her case, as explained below. 

\s vou are aware, Mrs. Langford is entitled to apply for an immigration visa 

nonquota status as the wife of an American citizen. When she called at the 

sulate general on June 20, 1952, for her medical examination, the United 
Public Health Service officer on duty at this office deferred diagnosis in her 
pending further observation of a pulmonary condition. The dossier was 
tly reviewed by the United States Public Health tuberculosis consultant for 
rope, Who has issued a certificate to the effect that Mrs. Langford is afflicted 
pulmonary tuberculosis. 

\s persons afflicted with tuberculosis in any form are mandatorily excludible 
the United States under section 3 of the act of February 5, 1917, as amended, 

e responsible consular officer had no alternative to refusing a visa to Mrs. 
Langford. 

\lthough provisions of the immigration laws have necessitated the refusal 
fa visa in Mrs. Langford’s case, the immigration regulations further provide 
hat aliens who have been certified to have active tuberculosis may be reex- 
amined from time to time by a properly designated physician. If it is then 

iblished that the tubercular condition has been arrested and is stable for 

period of time, usually a year in duration, further consideration may be ac- 

rded their applications. With this in view, Mrs. Langford has been invited 
to appear for further examination during June 1953 by the medical officer of 
the Publie Health Service. 

[ regret the necessity for informing vou of the unfavorable decision reached 

Mrs. Langford’s application, but I am sure you will appreciate that consular 
flicers cannot exercise any discretion in a case of this kind and must be strictly 
bound by the applicable statutory provisions. 

Sincerely yours, 
ALFRED T. NesTER, 
American Consul General. 


BANDERA, TEX., January 28, 1953. 
Hon, O. C. FisHeEr, 


icate House Office Building, Washington, D: C. 

tion, Dear Mr. Fisuer: My wife called at the American consulate in Naples, Italy, 
sted on January 19. 1952, and was granted an interview for the purpose of obtaining 
One a letter of recommendation for her doctor, Dr. Giusto Fegiz of Rome. The 
ence interview was granted by a Mr. Teller, an American consul in Naples. He 
lera, informed my wife that your contemplated special bill was, in his opinion, an 
facts attempt to circumvent the existing law and he, therefore, was not inclined to 


cooperate. 
My wife then called on the American consul general in Rome and asked him 
for a letter attesting to the reliability of Dr. Fegiz. He responded in the same 


tory manner as the Naples people: they refuse to give us the letter even though they 
know that Dr. Fegiz is a tubercular specialist and a chief of the Carlo Forlanini 

If Institute in Rome; a man of international reputation in his field of specialization. 

h it. Thus frustrated, the only thing Mrs. Langford could do was to ask the Italian 
Medical Association to certify Dr. Fegiz. This was done and I enclose the cer- 

.R. tificate by Dr. Fegiz and the endorsement of the Italian Medical Association. 


lt is the best we can do in the face of consular opposition. 

It seems a shame to me that Mr. Teller and his cohorts should be allowed to 
determine what bills shall be introduced in Congress, to withhold evidence, and 
especially to keep me separated from my wife for an indefinite period of time. 

; Thanking you for your generous aid, i am, 
Wd. Sincerely, 
nary A. G. LANGFORD. 


The committee, after consideration of all the facts in the case, is 
yn is of the opinion that the bill (H. R. 2624) should be enacted. 


and 
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IRENE EZITIS 


APRIL 27 (legislative day, ApRit 6), 1953.—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany §. 228] 


The Committee on the Judiciary, to which was referred the bill 
S. 228) for the relief of Irene Ezitis, having considered the same, 
reports favorably thereon with an amendment in the nature of a sub- 
stitute and recommends that the bill, as amended, do pass. 


AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof the 
following: 
That, for the purposes of the Immigration and Nationality Act, Irene Ezitis 


shall be held and considered to be the minor child of her mother, Mrs. Ilga Ezitis, 
a lawful permanent resident of the United States, 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to preserve for Irene Ezitis 
the status of a preference quota immigrant as the minor child of her 
mother, who has been lawfully admitted to the United States for 
permanent residence. 

STATEMENT OF FACTS 


The beneficiary of the bill was born in Riga, Latvia on January 25, 
1928, and is presently a registered nurse in England. Her mother 
and brother were admitted to the United States as displaced persons 
for permanent residence on September 12, 1950. The brother is now 
serving in the United States Army. 

A letter, with attached memorandum, dated March 13, 1953, to the 
chairman of the Senate Committee on the Judiciary from the Come 
missioner of Immigration reads as follows: 
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Marcu 13, 1953 
Hon. WiiiiamM LANGER, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

Dear SENATOR: In response to your request of the Department of Justice 
for a report relative to the bill (S. 228) for therelief of Irene Ezitis, there js 
nexed a memorandum of information from the Immigration and Naturalizatjo 
Service files concerning the beneficiary. 

The bill is apparently intended to confer nonquota status upon Miss Fyjtjs 
by considering her to be the alien minor child of her mother, a lawful permanent 
resident of the United States, despite the fact that she is over 21 vears of age 
The bill as drafted, however, incorrectly describes the alien as a minor child, 

The alien is chargeable to the quota of Latvia, which is oversubscribed, and 
an immigrant visa is not readily obtainable. 

Sincerely, 


Com missioner 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION Spepry- 
ICE FiLes RE [RENE Ezitis, BENEFICIARY OF 8. 228 


Irene Ezitis was born in Riga, Latvia, on January 25, 1928, and has never 
resided in the United States. She is a registered nurse at the Middlesex Hospital 
Isleworth, Middlesex, England. 7 

The alien’s mother, Mrs. Ilga Ezitis, who resides at 2006 East Pine Street 
Seattle, Wash., is a native and citizen of Latvia who was born in 1906 and entered 
the United States on September 12, 1950. She and her son, Karlis Ezitis, wer 
admitted as displaced persons for permanent residence. Her son was born i 
Riga, Latvia, on January 24, 1929, and is serving in the United States Army 

Mrs. Ilga Ezitis stated that she was divorced from her husband, Karlis Ezitis 
on February 11, 1947, at Freiburg, Germany. She is employed as an accountant 
by the Goodwill Industries, Seattle, Wash., receiving a salary of $60 per week. 


Senator Henry M. Jackson, the author of the bill, has submitted 
the following information in support of the bill: 


UNITED STATES SENATE, 
January 29, 19523 
Hon. WrLi1aAM LANGER, 
Chairman, Judiciary Committee, 
Senate Office Building, Washington 25, D. C. 
Dear SENATOR LANGER: I am enclosing a copy of a statement sent to me by 
Mrs. Ilga Ezitis in connection with 8, 228, a bill for the relief of Irene Ezitis. 
Since the Ezitis family acted in good faith and upon the advice of certain [RO 
officials, I should like to request that sympathetic consideration be given to this 
measure. Mrs. Ezitis’ son is now serving in the United States Army, and sinc 
her daughter is a nurse she, too, could make a valuable contribution as a citizen 
of this country. 
Appropriate action by your committee will be greatly appreciated. 
Sincerely yours, 
Henry M. Jackson, U. 


STATEMENT BY Mrs. I1Ga Eziris CONCERNING THE IMMIGRATION OF 
Her DavuGurter [RENE Ezitis. 


2006 East Pine, SEATTLE 22, WaAsu 

1. My family consisting of myself, my daughter, Irene, and my son, Karlis 
decided in 1947 to emigrate from Germany preferably to the United States of 
America, after the possibility to return to our home in Latvia vanished. 

2. In 1947 we had no possibility to emigrate to the United States of America 
we decided that Irene, who was then 19 years old, should go to England tempo- 
rarily as an European volunteer worker, in order to learn English and if possible 
to take up training as a nurse, which would give her a good start in the United 
States of America. 





IRENE EZITIS 3 


fhe EVW recruiting officer and the representative of the IRO assured my 
janghter, that: 

1. The EVW scheme is not an emigration scheme, but only for temporary 
emplovment. 

2. That in case of emigration she will be able to join her family, and 

3. She will not loose her DP status. 

After 1 year as EVW my daughter succeeded to enter in 1948 the West Middle- 
sex Hospital as a student nurse to take the regular 3 vears training course. 

3. In 1949 I was promised an assurance for my family to the United States of 
America. In September 1949 I went to Geneva, Switzerland where I met at the 
IRO headquarters the chief American representative, whom I asked for advice 
concerning the steps my daughter should take in order to emigrate to the United 
States of America with tht rest of the family. 

He suggested that: 

1. My daughter should remain in England, and continue her studies. 

2. The aim of the DP resettlement is not to disunite, but to unite famiiies 
and therefore there will be no obstacles for her to join her family in the 
United States of America. 

3. My daughter should not return to Germany, but remain in England 
till I and my son would reach the United States of America and then apply 
for an entry permit. 

1. In December 1949 my daughter came from England to visit me in Germany. 
In order to be sure that our family could meet again in the United States of 
America I visited the IRO area team in Hannover, Germany where I was told: 

1. My daughter should return to England to continue her studies, and not 
remain in Germany, because she would not be accepted any more in a DP 
amp. 

2. That I and my son should go to the United States of America and from 
there send an assurance for my daughter in England, and then she will be 
able to follow us. 

5. I and my son entered the United States of America in September 1950, I 
have acquired an assurance for my daughter and hoped that she will soon ‘e 
here, but the British Government has issued an ordinance in December &th, 
1950 in which it regards all EVW, who have been in England for 3 years as per- 
manent residents, and this is now the obstacle for my daughter to obtain a visa 
to the United States of America. 

6. My daughter has completed now her nurse’s training and received the 
British national award, the Silver Medal, awarded nationally by points, as the 
only student of her graduating class and now she is ready to come to the United 
States of America to join her family. 

Already in December 1950 she went to the American Embassy in London in 
me by order to apply for a visa, but she was told that has to wait for Latvian quota, 
8. which probably will take many years. She is considered as an EVW so she has 
1 TRO spent only 1 year of her time as worker and 3 years as student. 

0 this 7. As from the mentioned above it is obvious that my family has planned to 

| since emigrate to the same country, that we have acted upon the advise of officials, 

“1t1ZeD that we have done all we could to be again together, that my daughter has never 
planned to become a permanent resident of England. ‘Therefore we consider 
that a great injustice has been done to us. 

I understand that the United States Congress has passed the DP bill with the 
intention to give the DP families a chance for a new start in life. The intentions 
were not to disunite families. We acted only upon the advice of officials who 
dealt with DP’s and it is not our fault that regulations have been passed which 
we could not foresee and given promisses to us will not be kept. 

8. Our family has lost during the war many relatives, all possessions and prop- 
erty. The only way for a brighter future is to stick together, to help each other 


\SH to assimilate and make success in life. 
<arlis 9. My son has been called by the draft board to join the United States Army, 
tes of I am all alone and need my daughter more than ever, so does she need me. 

My daughter’s address is: Miss Irene Ezitis. 8S. R. N., West Middlesex Hospital, 
nerica Isleworth Middlesex England. 
mpo- oe The committee, after consideration of all the facts in the case, is 


ssi ble 


of the opinion that the bill (S. 228), as amended, should be enacted. 


O 
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\Ir. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany S. 383] 


The Committee on the Judiciary, to which was referred the bill 
(S. 383) for the relief of Francisca Egurrola, having considered the 
same, reports favorably thereon with an amendment in the nature of 
a substitute and recommends that the bill, as amended, do pass. 


AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof the 
following: 
That, for the purposes of the Immigration and Nationality Act, Francisca 


Egurrola shall be deemed to be the minor alien child of Mr. and Mrs. Christobal 
Gabiola, citizens of the United States 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to provide for the admission 
into the United States of a native and citizen of Spain as the minor 
alien child of United States citizens 


STATEMENT OF FACTS 


The beneficiary of the bill is presently a native and citizen of Spain. 
Her father died in Spain in January 1951. For a number of years the 
beneficiary’s sister and her husband, who own a 220-acre farm in 
Idaho and who have no children or other dependents, have been the 
sole support of the beneficiary. The income from the farm is about 
$8,000 per year. 

Senator Herman Welker, the author of the bill, has submitted the 
following affidavits in connection with the case: 
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a 


AFFIDAVIT IN Support OF ADMISSION OF SENORITA FRANCISCA EGURROLA OF 
SPAIN TO THE UNITED STATES OF AMERICA 
STATE OF IDAHO, 
County of Ada, ss 

JAR. Cornell, being first duly sworn on oath deposes and says: 

‘That he is a special representative of the Idaho First National Bank, with its 
present place of business at Boise, Idaho; that he is acquainted with Christobal 
Gabiola and Secundina Gabiola, his wife, who are residents of Ada County, Idaho; 
that he has known them for more than 20 years last past, and Christobal Gabiola 
is a cattle rancher, and has been a resident of this vicfhity for more than 25 years, 
and is a citizen of the United States of America; that his real and personal holdings 
are in the estimate of this affiant of a value of $200,000, or upwards; that Christobal 
Gabiola has for many years last past done all of his banking business with the 
Idaho Virst National Bank and he normally carries cash deposit in this bank of 
approximately $50,000; that Mr. and Mrs. Gabiola are in a financial position 
to support Senorita Francisca Egurrola and provide a home for her, and have 
adequate facilities in their home to keep and support her. Under their care she 
would never become a dependent of the United States of America or any political 
subdivision thereof. 

J. R. Cornett. 


Subscribed and sworn to before me this 11th day of June 1952. 


{SEAL} Rosperr W. ALLEN, 
Votary Public for ldaho, residing at Boise, Idaho 


ArPLDAVET IN Support OF ADMISSION OF SENORITA FRANCISCA EGURROLA Ot 
SPAIN TO THE UNITED STATES OF AMERICA 


STATE OF IDAHO, 
Coanty of Ada, ss 

Christobal Gabiola, being first duly sworn on oath deposes and says: 

That Senorita Francisea Egurrola is the sister of my wife, Secundina Gabiola 
that. both of the parents of Senorita Francisca Kgurrola are deceased; that she 
has no relatives in Spain who are in a financial position to support her, and she 
is unable to support herself; that I have been providing for her support for some 
time last past and it would be much easier to provide her support if she could be 
brought to the United States to make her home with myself and wife; that if she 
is admitted to the United States I will support and provide a home for her with 
myself and wife for the rest of her natural lifetime so that she will not be a financial 
burden upon the United States or any political subdivision thereof; that I am in a 
position financially to provide such support, and her presence with my wife and 
myself would greatly ease the anxiety of ny wife who is greatly concerned about 
her sister’s well-being, and her sister being without relatives to depend upon at 
her present residence. 

CHRISTOBAL GABIOLA; 


Subscribed and sworn to before me this 11th day of June 1952. 
[SEAL] R. Row.anp Towe, 
Notary Public for Idaho, residing at Boise, Idaho. 


The bill as originally introduced would have directed the issuance 
of a visa to the beneficiary of the bill. In view of the firm policy of 
the committee against the direction of the issuance of visas in immi- 
gration cases by legislative enactment, the bill has been amended to 
conform with established precedents. 

The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 383), as amended, should be enacted. 


O 
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JAMES RENNICK MOFFETT 


APRIL 27 (legislative day, Aprit 6), 1953.—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


é 
| 
[To accompany H. R. 731] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 731) for the relief of James Rennick Moffett, having considered 
the same, reports favorably thereon with amendments and recom- 
mends that the bill, as amended, do pass. 


AMENDMENTS 


1. On line 5, strike the name “Rennick”’ and insert in lieu thereof 
the name “ Renwick’’. 

2. Amend the title to read— 

\ bill for the relief of James Renwick Moffett. 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant to the minor child to 
be adopted by citizens of the United States the status of a nonquota 
immigrant which is the status normally enjoyed by the alien minor 
children of United States citizens. 


STATEMENT OF FACTS 


The beneficiary of the bill was born in Japan on September 12, 1950, 
and has been released for adoption to Sgt. and Mrs. Milton R. Moffett, 
who are citizens of the United States presently in Japan where Sergeant 
Moffett is on duty with our Armed Forces. 

Congressman Antonio M. Fernandez, the author of the bill, sub- 
mitted the following statement and documents in support of the 


bill: 


STaTEMENT BY Hon. AnTontio M. FERNANDEZ, M. C. 


On January 3 of this year I introduced H. R. 731, a private bill for the relief 
of James Rennick Moffett (Hiroshi Tsuchehashi), a 2-year-old boy reportedly of 
American-Japanese parentage, the father being unknown. 
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The bill has been introduced to permit the immigration of the minor child to 
the United States as a natural-born child of 8. Sgt. and Mrs. Milton R. Moffett 
who are now stationed in Tokyo, Japan. Sergeant and Mrs. Moffett are legal 
residents of New Mexico. 

Sergeant Moffett advises me by letter that he was born in Albuquerque, 
N. Mex., on June 26, 1930. He attended school in Albuquerque and enlisted in 
1946 in the Air Force in which he intends to make a career. His wife was born 
June 3, 1934, in San Angelo, Tex., but she has been living in Roswell, N. Mex., 
most of her life. They were married on June 24, 1949. Sergeant Moffett has 
been stationed in Tokyo for some time, and under rotation plans of the Depart- 
ment of Defense it is possible that he and his wife will be ordered back to the 
United States within a very short time. Therefore, I will appreciate your con- 
sideration of this bill as soon as practicable. 





No. 1476 
Permanent address: No. 28 Kamimachi, Nakano-Ku, Tokyo-To. | Name | Tsuchihashi, Katsuko 


| 








The birth of this son was registered on 25 September 1950. 








oo 
Tsuchihashi, 
| Father Montaro 
| ‘ 
(deceased ) Second 
t rieiceealiail onde daughter 
Born at Oaza Kamijo, Aza Kamigawa, Uenomura, Fujigun, Shizuoka 
Prefecture on 17 February 1908. Registered the same day. | Mother | Tsune 


Katsuko 
Date of birth: 17 February 1908 


Father Matsukawa, 
higeji 
—_—_- Kaaiipanibhaii First 
| daughter 
| : Tsuchihashi, | 
| Mother Katsuko | 


Born at No. 2212 Oaza Sugamo, Nishi-Sugamo, Kita-Toshimagun, 
Tokyo, on 9 June 1932. Registered on 18 June 1932, 


Kinuko 
Date of birth: 9 June 1932 


Father | 


Son 


Born at No. 489 Araimachi, Nakano-Ku, Tokyo-To, on 12 September | Mother ee 
1950. Registered by the mother Tsuchihashi, Katsuko. a 


Hiroshi 
Date of birth: 12 September 1950 


I hereby certify that the above information is true. 

MINAKAWA, Goro, 
Chief, Nakane Ward Office. 

25 June 1952. 

[Stamp.] 

I certify that I am an interpreter assigned to the 6004th Air Intelligence Service 
Squadron, FEAF, APO 925, and that the above translation is correct to the 
best of my knowledge. 

Jon T. Martst oO, 
First Lieutenant, USAF. 





AGREEMENT 
Child: 
Permanent address: No. 28 Kamimachi, Nakano-Ku, Tokyo-To. 
Present address: Care of Mrs. Kiku Funada, No. 411 Araicho, Nakano-Ku, 
Tokyo-To, 
Name: Hiroshi Tsuchihashi. Sex: Male. 
Date of birth: 12 September 1950. 
I hereby agree to allow my son, the above-mentioned child, to be adopted and 
reared. 
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JAMES RENNICK MOFFETT 


12 Juny 1952. 


To: Mr. Milton R. Moffett. 
Mrs. Leona L. Moffett. 

Legal parent or guardian: 
Permanent address: No. 28 Kamimachi, Nakano-Ku, Tokyo-To. 
Present address: No, 411 Araicho, Nakano-Ku, Tokyo-To. 
Relationship to child: Mother. 
Name: Katsuko Tsuchihashi. [Stamp.] 

I certify that I am an interpreter assigned to the 6004th Air Intelligence 
Service Squadron, FEAF, APO 925, and that the above translation is correct 
to the best of my knowledge. 

Jon T. Matsuo, 
First Lieutenant, USAF. 


AGREEMENT 
Date: 12 July 1952 
To (foreign personnel): 
Name: Husband: Mr. Milton R. Moffett. 
Wife: Mrs. Leona L. Moffett. 
Address: YH in Palach Hights, Tokyo, Honshu, Japan. 
From (person in parental authority): 
Name: Katuko Dobashi. 
Relation: Mother. 
Permanent domicile: No. 28 Kamimachi, Nakano-Ku, Tokyo-To, Japan. 
Present address: Care of Kiku Funata No. 411, Arai-cho, Nakano-Ku, 
Tokyo-To, Japan. 
Subject: Foreign personnel adopting a Japanese child. 
Child: 
Name: Hiroshi Dobashi. 
Sex: (Male) or female. 
Date of birth: 12 September 1950. 
Present address: Care of————, No. 411, Arai-cho, Nakano-Ku, Tokyo-To, 
Japan. 

Sir: I understand that you adopt the above-mentioned child from now on. 
Here, I hope you are kind to take every possible care according to the child’s 
welfare and education in future. 

Yours very truly, 
KaTtTAKO DoBaAsB&I. 

Certified true copy: 

G. E. Rayson, Captain, USAF (MC). 





AUTHORIZATION 


Name of the child: Hiroshi Dobashi. 

Address of the child in Japan: Care of ————, No. 411 Arai-Cho Nakano-Ku, 
Tokyo-To, Japan. 

Sex: Male or Female. 

Date of birth: 12 September 1950. 

It is deemed satisfactory that the above-stated child may be taken over under 
the custody of Mr. Milton R. Moffett and Mrs. Leona L. Moffett (name of the 
foreign personnel) or taken out of the country by the same, with the purpose of 
adoption in future (or bringing up till it can support itself.) 

Date: 12 July 1952. 

GENSHIN MARtl, 
Tokyo-To Child Welfare Center, 

Certified true copy: 

G. E. Rayson, Captain, USAF (MOQ), 
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4 JAMES RENNICK MOFFETT 


HEADQUARTERS, First MEDICAL SQUADRON, Apo 925 
21 June 1952. 
Subject: Employment of airman. 
To Whom It May Concern: 


S. Sgt Milton R. Moffett, AF18309494, is presently serving on an indefinit 
enlistment in the United States Air Force and is assigned to the Ist Medical 
Squadron, APO 925, forduty. Hisannual pay and allowances are as follows: 


SNAG sides oer ede eed uc ce She ie see $1, 926. 24 
BE METI URT 5 ccWewsedicwewade cesses cenudenueuaweu cedure 192. 0 
Station subsistence___- ne geEb a cketke ndawloweanakagabelussee sea 383. 25 
Separate rations._.......-- Si aclcbtes tains as es ts aslesen wie e/a esis tas evan eee 138. 00 
MPUUATCORS GOWONUG 6 on oko s cae nn cme sane ctaccenenencnnsesa 925. 00 

a 3, 864. 69 


For the commanding officer: , 
Epwin H. Baker, 
Second Lieutenant, USAF (MSC), Assistant Adjutant. 


HEADQUARTERS, Tokyo GENERAL DISPENSARY, 8128TH ARMy Unit, APO 500 


3 July 1952. 
MeEpIcAL CERTIFICATE 


James R. Moffett, foundling for adoption by S.Sgt. M. R. Moffett, AF 18309494, 
has been examined by this dispensary and found to be in good health physically 
and developmentally. There is no evidence of any contagion or infection. 

The following are the results of laboratory investigation: 

X-ray of chest: Negative. 

Blood serology: Negative. 

Stool examination: Negative. 

Blood count: Normal. 

WiituiamM §. BaGNat.u, 
Lieutenant Colonel, MC, Commanding. 





24 JuNE 1952. 
To Whom It May Concern: 

I have known 8. Sgt Milton R. Moffett for a period of 15 months and Mrs. 
Moffett for 7 months, and know them both to be honest, trustworthy, and their 
moral character to be above reproach. From my observation they are happy and 
very congenial. I have been in their home on numerous occasions and found it 
to be clean and in a very orderly manner. 

I believe Staff Sergeant and Mrs. Moffett are very capable of bringing up a 
child in their home, giving it the care and love that it deserves. 

Epwarp L. JoNgs, 
Staff Sergeant, AF 12310245, 
1st Medical Squadron, APO 925, 


16 Jury 1952. 
To Whom It May Concern: 

My wife and I have known §. Sgt. and Mrs. Milton R. Moffett for 6 months. 
We have visited their home at different intervals and have found an understand- 
ing and congenial couple. 

We are of the opinion that Staff Sergeant and Mrs. Moffett are quite capable 
and emotionally mature enough to accept the responsibility of a child. 


S. Set. Epagar L, ATKINSON, 
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24 JuNE 1952. 
To Whom It May Concern: 

I have known §. Sgt. and Mrs. Milton R. Moffett for 3 months and it is my 
opinion that they are both very intelligent and understanding, and of good char- 
acter. I believe that they are very capable of caring for a child. 

I have visited their home many times and have found it to be neat and orderly 
at all times. ; 

S. Sgt. Raymonp B. Peacock. 


20 June 1952. 
To Whom It May Concern: 

It is the opinion of the undersigned that 8. Sgt. Milton R. Moffett and Mrs. 
Leona L. Moffett are fitted morally and spirtually to care for the child they intend 
to adopt. Furthermore, they have financial means to adequately support the 
needs of the child. 

Wiitpur R. HENSLEY, 


Chaplain (Major) USAF, Base Chaplain, HQ FEAF. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (H. R. 731), as amended, should be enacted. 


O 
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APRIL 27 (legislative day, APRIL 6), 1958.—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany H. Con. Res. 29] 


The Committee on the Judiciary, to which was referred the resolu- 
tion (H. Con. Res. 29) which provides that the Congress favors the 
granting of the status of permanent residence to certain aliens, having 
considered the same, reports favorably thereon with amendments 
and recommends that the resolution, as amended, do pass. 


AMENDMENTS 


1. On page 4 strike out lines 1 and 23; on page 8 strike out line 2; 
on page 11 strike out line 2; on page 14 strike out lines 7 and 8; on page 
18 strike out lines 10, 12, 14, 22 and 23; on page 19 strike out line 8; 
on page 20 strike out lines 4, 12, 13, 14, 22, and 23; on page 21 strike 
out line 17; on page 22 strike out lines 4, 5, 10, 14, 18, 19, and 20; on 
page 23 strike out lines 11, 12, 17, 18, and 24; on page 24 strike out 
line 1. 

2. On page 4, line 20, strike the name “Swoyski”’ and insert in 
lieu thereof the name “Swoysik”’. 

3. On page 4, line 21, strike the name “Svojski’’ and insert in 
lieu thereof the name “‘Svojsik’’. 

4. On page 22, line 6, strike the name ‘“‘Shalmon” and insert in 
lieu thereof the name “‘Shalon’’, 


PURPOSE OF THE CONCURRENT RESOLUTION 

The concurrent resolution states that the Congress favors the grant- 

| ing of the status of permanent residence in the cases of certain aliens, 
named in the concurrent resolution, who are embraced as displaced 
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2 GRANT PERMANENT RESIDENCE TO CERTAIN ALIENS 


persons under the provisions of section 4 of the Displaced Persons 
Act of 1948, as amended, 

The purpose of the amendments is to strike from the concurrent 
resolution, aS it passed the House of Representatives, certain cases the 
approval of which the committee does not recommend and to correct 
the spelling of certain names. 


STATEM ENT OF FACTS 


Section 4 of the Displaced Persons Act of 1948, as amended, provides 
for adjustment of the immigration status in the cases of certain aliens 
who establish that they lawfully entered the United States as non- 
immigrants under section 3 or as nonquota immigrant students under 
subsection (¢) of section 4 of the Immigration Act of May 26, 1924, as 
amended. The act provides that if the Attorney General shall, upon 
consideration of all the facts and circumstances of each case, determine 
that the alien has been of good moral character for the preceding 5 
years and that such alien 1s qualified under the provisions of sai 
section 4 of the Displaced Persons Act of 1948, as amended, the 
Attorney General shall report to the Congress all of the pertinent facts 
in the case. If during the cession of the Congress at which a case is 
reported or prior to the end of the session of the Congress next following 
the session at W hich a case is reported, the Congress passes a concurrent 
resolution stating cubstance that it favors the granting of the status 
of permanent residence to such alien, the Attorney General is author- 
ized, upon receipt of a prescribed fee, to record the admission of the 
alien for permanent residence as of the date of the alien’s last. entry 
into the United States. If prior to the end of the session of the 
Congress next following the session at which a case is reported, the 
Congress does not pass such resolution, the Attorney General 1s 
required to deport such alien. The act further provides that the 
number of displaced pt rsons who shall thus be eranted the status 0 
permanent residence shall not exceed 15,000. Upon the grant of 
status of permanent residence to an alien pursuant to said section 4, 
of the Displaced Persons Act of 1948, as amended, the Secretary © 
State shall, if the alien was a quota immigrant at the time of entry, 
reduce by one the ;mmigration quota of the country of the alien’s 
nationality 8s defined in section 12 of the Immigration Act of May 25, 
1924, fo the fiscal year then current OF the next succeeding fiscal year 
in which 2 quota number 1s available, except that such quota deduc- 
tions shall be made within certain limitations. 

Included in the concurrent resolution ( {. Con. Res. 29), #8 it passed 
the House of Representativ' 5, were 509 cases. It is the judgment of 
the committee, after a careful consideration of the reports in each case, 
that the facts presently available to the committee fail to establish 
grounds for approval in 27 of such cases. 

The committee, after consideration of all of the facts each case 
referred to in the concurrent resolution (H. Con. Res. 99) recommends 
that the concurrent resolution, &5 amended, do pass. 
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GRANTING OF PERMANENT RESIDENCE TO CERTAIN 
ALIENS 


Aprit 27 (legislative day, Aprit 6), 1953.—Ordered to be printed 


Mr. Laneer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. Con. Res. 73] 


The Committee on the Judiciary, to which was referred the resolu- 
tion (H. Con. Res. 73) which provides that the Congress favors the 
granting of the status of permanent residence to certain aliens, having 
considered the same, reports favorably thereon with amendments 
and recommends that the resolution, as amended, do pass. 


AMENDMENTS 


1. On page 2 strike out line 10; on page 3 strike out line 12; on 
page 5 strike out lines 5 and 6; on page 7 strike out lines 4 and 22; 
on page 10 strike out line 4; on page 11 strike out line 6; on page 12 
strike out line 24. 

2. On page 14, after line 3, add the following names: 

A-7141334, Mandukich, Svetozar Kosta. 

A-7141335, Mandukich, Kosara. 

A-7141336, Mandukich, Ivan. 

A-7190619, Tao, Hsing Hsia or Albert H. Tao. 

A-6370112, Ling, James Gi-Ming. 

A-6289221, Sopko, Frantisek (Frantisch) or Frank John Sopko. 


PURPOSE OF THE CONCURRENT RESOLUTION 


The concurrent resolution states that the Congress favors the 
granting of the status of permanent residence in the cases of certain 
aliens, named in the concurrent resolution, who are embraced as dis- 
placed persons under the provisions of section 4 of the Displaced 
Persons Act of 1948, as amended. 


wo 
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The purpose of the amendments is to strike from the concurrent 
resolution, as it passed the House of Representatives, certain cases the 
approval of which the committee does not recommend and to include 
the names of certain aliens whose names did not appear in the resolu- 
tion as it passed the House of Representatives. 


STATEMENT OF FACTS 


Section 4 of the Displaced Persons Act of 1948, as amended, provides 
for adjustment of the immigration status in the cases of certain aliens 
who establish that they lawfully entered the United States as non- 
immigrants under section 3 or as nonquota immigrant students under 
subsection (e) of section 4 of the Immigration Act of May 26, 1924, as 
amended. The act provides that if the Attorney General shall, upon 
consideration of all the facts and circumstances of each case, determine 
that the alien has been of good moral character for the preceding 5 
years and that such alien is qualified under the provisions of said 
section 4 of the Displaced Persons Act of 1948, as amended, the 
Attorney General shall report to the Congress all of the pertinent facts 
in the ease. If during the session of the Congress at which a case is 
reported or prior to the end of the session of the Congress next following 
the session at which a case is reported, the Congress passes a concurrent 
resolution stating in substance that it favors the granting of the status 
of permanent re sidenc ‘e to such alien, the Attorney Gene ral is author- 
ized, upon receipt of a prescribed fee, to record the admission of the 
alien for permanent residence as of the date of the alien’s last entry 
into the United States. If prior to the end of the session of the 
Congress next following the session at which a case is reported, the 
Congress does not pass such resolution, the Attorney General is 
re quired to deport such alien. The act further provides that the 
number of displaced persons who shall thus be granted the status of 
permanent residence shall not exceed 15,000. Upon the grant of 
status of permanent residence to an alien pursuant to said section 4, 
of the Displaced Persons Act of 1948, as amended, the Secretary of 
State shall, if the alien was a quota immigrant at the time of entry, 
reduce by one the immigration quota of the country of the alien’s 
nationality as defined in section 12 of the Immigration Act of May 26, 
1924, for the fiseal year then current or the next succeeding fiscal year 
in which a quota number is available, except that such quota deduc- 
tions shal! be made within certain limitations. 

Included in the concurrent resolution (H. Con. Res. 73), as it passed 
the House of Representatives, were 281 cases. It is the judgment of 
the committee, after a careful consideration of the reports in each case, 
that the facts presently available to the committee fail to establish 
grounds for approval in eight of such cases. However, the committee 
has added 6 cases, making i in all a total of 279 cases contained in the 
resolution as amended and reported. 

The committee, after consideration of all of the facts in each case 
referred to in the concurrent resolution, (H. Con. Res. 73) recommends 
that the concurrent resolution, as amended, do pass. 
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CERTAIN CASES IN WHICH THE ATTORNEY GENERAL 
HAS SUSPENDED DEPORTATION 


APRIL 27 (legislative dav, Aprit 6), 1953.—Ordered to be printed 


Mr. Langer, from the Committee on the Judiciary, submitted the 
following 


REPORT 
{To accompany 8. Con. Res, 25] 


The Committee on the Judiciary, to which were referred certain 
cases in which the Attorney General has suspended deportation 
for more than 6 months, having considered the same, reports fa- 
vorably on certain of said cases and recommends that Senate Con- 
current Resolution 25 with reference to certain of said cases do 
pass. 


PURPOSE OF THE CONCURRENT RESOLUTION 


The purpose of the concurrent resolution is to record congressional 
approval in accordance with Public Law 863 of the 80th Congress of 
suspension of deportation in certain cases in which the Attorney 
General had suspended deportation for more than 6 months. 


STATEMENT OF FACTS 


Since 1940 and prior to July 1, 1948, the law provided in substance 
that the Attorney General may suspend deportation of certain aliens 
if he finds that such deportation would result in serious economic 
detriment to a citizen of the United States or legally resident alien who 
is the spouse, parent, or minor child of such deportable aliens. Under 
the then existing law such suspension of deportation was subject to 
review by the Congress; but if within a designated period of time the 
Congress did not pass a concurrent resolution stating in substance 
that the Congress does not favor the suspension of deportation, the 
suspension was final, and the status of the alien involved was adjusted 
to that of a permanent resident 
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CERTAIN CASES OF SUSPENDED DEPORTATION 


Public Law 863 of the 80th Congress (approved July 1, 1948), 
enlarged the classes of deportable aliens who were eligible for sus- 
pension of deportation by adding to the group of aliens eligible for 
suspension (a) certain aliens theretofore ineligible by reason.of race, 
and (6) aliens who have resided continuously in the United States 
for 7 years or more and were residing in the United States on the 
effective date of the act. The procedure prescribed by the applicable 
law requires affirmative congressional approval in each case before 
the suspension of deportation becomes final and the status of the alien 
can be adjusted to that of a permanent resident. 

Included in the concurrent resolution are 1,268 cases. Five hundred 
and twenty-two cases included in the concurrent resolution were 
among 699 cases referred to the Congress on March 17, 1952. One 
hundred and five cases included in the concurrent resolution were 
among 176 cases referred to the Congress on April 1, 1952. One 
hundred and seventy-one cases included in the concurrent resolution 
were among 227 cases referred to the Congress on April 15, 1952. Two 
hundred and nineteen cases included in the concurrent resolution were 
among 279 cases referred to the Congress on May 1, 1952. Two 
hundred and forty-two cases included in the concurrent. resolution 
were among 301 cases referred to the Congress on May 15, 1952. Of 
the 699 cases referred to the Congress on March 17, 1952, 11 cases 
were withdrawn by the Attorney General; 7 cases have been approved 
by the Congress and 159 cases have been held for further study and 
investigation. Of the 176 cases referred to the Congress on April 1, 
1952, 3 cases were withdrawn by the Attorney General and 68 cases 
have been held for further study and investigation. Of the 227 cases 
referred to the Congress on April 15, 1952, 4 cases were withdrawn by 
the Attorney General; 1 case has been approved by the Congress and 
51 cases have been held for further study and investigation. Of the 
279 cases referred to the Congress on May 1, 1952, 4 cases were with- 
drawn by the Attorney General; 1 case has been approved by the 
Congress and 55 cases have been held for further study and investi- 
gation. Of the 301 cases referred to the Congress on May 15, 1952, 
5 cases were withdrawn by the Attorney General and 54 cases have 
been held for further study and investigation. Nine cases in the 
concurrent resolution were referred to the Congress on January 15, 
1953. 

In each case which is recommended for approval, a careful check has 
been made to determine whether or not the alien (a) has met the 
requirements of the law, (6) is of good moral character, and (c) is 
possessed of strong equities which would warrant the suspension of 
deportation. 

The committee, after consideration of all the facts in each case 
referred to in the concurrent resolution, finds that the concurrent 
resolution should be enacted and it accordingly so recommends its 
enactment. 
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HAS SUSPENDED DEPORTATION 


APRIL 27 (legislative day, Aprit 6, 1953).—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany S. Con. Res. 26] 


The Committee on the Judiciary, to which were referred certain 
cases in which the Attorney General has suspended deportation for 
more than 6 months, having considered the same, reports favorably on 
certain of said cases and recommends that Senate Concurrent Reso- 
lution 26 with reference to certain of said cases do pass. 


PURPOSE OF THE CONCURRENT RESOLUTION 


The purpose of the concurrent resolution is to record congressional 
approval in accordance with Public Law 863 of the 80th Congress of 
suspension of deportation in certain cases in which the Attorney 
General had suspended deportation for more than 6 months. 


STATEMENT OF FACTS 


Since 1940 and prior to July 1, 1948, the law provided in substance 
that the Attorney General may suspend deportation of certain aliens 
if he finds that such deportation would result in serious economic 
detriment to a citizen of the United States or legally resident alien who 
is the spouse, parent, or minor child of such deportable aliens. Under 
the then existing law such suspension of deportation was subject to 
review by the Congress; but if within a designated period of time the 
Congress did not pass a concurrent resolution stating in substance 
that the Congress does not favor the suspension of deportation, the 
suspension was final, and the status of the alien involved was adjusted 
to that of a permanent resident. 
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CERTAIN CASES OF SUSPENDED DEPORTATION 


Public Law 863 of the 80th Congress (approved July 1, 1948), 
enlarged the classes of deportable aliens who were eligible for suspen- 
sion of deportation by adding to the group of aliens eligible for sus- 
pension (a) certain aliens theretofore ineligible by reason of race, 
and (6) aliens who have resided continuously in the United States 
for 7 years or more and were residing in the United States on the 
effective date of the act. The procedure prescribed by the applicable 
law requires affirmative congressional approval in each case before 
the suspension of deportation becomes final and the status of the 
alien can be adjusted to that of a permanent resident. 

Included in the concurrent resolution are 1,064 cases. Eighty-three 
cases included in the concurrent resolution were among 103 cases 
referred to the Congress on June 2, 1952. Four hundred and fifty 
eases included in the concurrent resolution were among 539 cases 
referred to the Congress on June 16, 1952. Five hundred and 
twenty-three cases included in the concurrent resolution were among 
635 cases referred to the Congress on Julv 1, 1952. Of the 103 cases 
referred to the Congress on June 2, 1952, 20 cases have been 
held for further study and investigation. Of the 539 cases referred 
to the Coneress on June 16, 1952, 6 cases were withdrawn by the 
Attorney General; 2 cases have been approved by the Congress and 
81 cases have been held for further study and investigation. Of the 
635 cases referred to the Congress on July 1, 1952, 5 cases were with- 
drawn by the Attorney General; 2 cases have been approved by the 
Congress and 105 cases have been beld for further study and investi- 
vation. Three cases in the concurrent resolution were referred to 
the Congress on January 15, 1953; 2 cases were referred to the 
Congress on February 2, 1953; and 1 case was referred to the Con- 
gress on February 16, 1953. 

Two cases included in the concurrent resolution which were referred 
to the Congress on January 15, 1952, and May 1, 1952, had been 
held for further study and investigation and are now recommended 
for approval. 

In each case which is recommended for approval, a careful check 
has been made to determine whether or not the alien (a) has met the 
requirements of the law, (6) is of good moral character, and (e) is 
possessed of strong equities which would warrant the suspension of 
deportation. 

The committee, after consideration of all the facts in each case 
referred to in the concurrent resolution, finds that the concurrent 
resolution should be enacted and it accordingly so recommends its 
enactment. 
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illustrations 





Mr. Tuy from the Select Committee on Small Business, submitted 
the following 


REPORT 
SMALL BUSINESS AND DEFENSE SUBCONTRACTS 





INTRODUCTION 


Congress has frequently expressed the intent that small business ' 
should play a full part in the defense program. Provisions to this 
effect. were incorporated in the Armed Services Procurement Act of 
1947 * and the Selective Service Act of 1948.5 After Korea, Congress 
manifested a similar intent in enacting the Defense Production Act 
of 1950.4. And under a 1951 amendment to the Defense Production 
Act of 1950,°> which was cosponsored by all the members of your com- 
mittee, the Small Defense Plants Administration was created to give 
further implementation to the small-business policies enunciated by the 
Congress. 

Since the outbreak of the war in Korea, the Senate Small Business 
Committee has been urging the Department of Defense to place 
increasing numbers of prime contracts with small business. It was 
apparent at the time of Korea that such a program was necessary to 
speed the defense effort. It was also apparent that small business, 





| For the purposes of this report the Senate Small Business Committee followed the definition of “small 
business” contained in the Selective Service Act of 1948 (Public Law 759, 80th Cong., 2¢ sess.; 62 Stat. 625- 
626° 50 U. 8. C. App. 468), viz: “* * * * a business enterprise shall be determined to be ‘small business’ if 
(1) its position in the trade or industry of which it is a part is not dominant, (2) the number of its employees 
does not exceed 500, and (3) it is independently owned and operated.”’ 

2 Sec. 2 (b) of the Armed Services Procurement Act of 1947 (62 Stat. 21) laid down the policy “that a fair 
proportion of the total purchases and contracts * * * for the Government shall be placed with small-busi- 
hess concerns.”’ 

2 Sec. 18 (a) of the Selective Service Act of 1948 (Public Law 759, 80th Cong., 2d sess.; 62 Stat. 625-626; 50 
U.S. ©. App. 468) provided that small business should be granted a fair share of the procurements placed 
under the act. 

‘Sec. 701 (a), Defense Production Act of 1950 (Public Law 774, 8ist Cong., 2d sess.; 64 Stat. 798) declared 
it to be “the sense of the Congress that small-business enterprises be encouraged to make their greatest 
possible contribution to achieve the objectives of this act.’ 

5S. 1397, 82d Cong., ist sess., which led to enactment of sec. 714, Defense Production Act of 1950 (Publie 


> Law 96, 82d Cong., Ist sess.) 


1 






2 SMALL BUSINESS AND DEFENSE SUBCONTRACTS 


if it were to survive cutbacks in the production of civilian goods and 
growing scarcities of basic materials, such as steel, copper, and alumi- 
num, would need defense contracts in order to stay in business, 
From time to time various officials of the Department of Defense 
have issued encouraging directives and policy statements on smal] 
business. For example, on April 5, 1951, the Secretary of Defense 
issued a directive which was stated to be designed— - 

to effectuate more positive aid to small business and thereby insure a broader 
industrial base for subsequent procurement. 

In the 24 years since Korea the Department of Defense has installed 
more than 400 small-business specialists in purchasing offices through- 
out the country to foster small-business participation in military 
procurement.’ But the statistics on the percentage of defense dollars 
going to small business in prime contracts have been disappointing. 
The small-business share of defense prime contracts has decreased 
steadily since Korea. In the year ending June 1950 small business 
received 24.5 percent of the military prime contract dollars, Cumu- 
lative statistics for the 2% years following Korea showed a decrease 
in the percentage to 18.6. (See table 1.) 

While it is not possible to state precisely what part of the military 
procurement dollar should go to small business, it is apparent that 
18.6 percent is too low. Small business concerns handle nearly half 
of all the manufacturing volume in the United States. They employ 
55 percent of all manufacturing labor and comprise 98 percent of all 
the manufacturing establishments in the country.’ In the judgment 
of your committee, a segment of the economy as substantial as this 
should be capable of producing more than 18.6 percent of the dollar 
value of military prime contracts. 

The military maintains that the dollar volume of prime contracts 
going to small business is necessarily low percentagewise for the reason 
that so many of the items purchased by the military can be manu- 
factured only by large concerns. They assert that large end items 
such as tanks, engines, and airframes are not susceptible of manufac- 
ture by small business. In a recent report, showing a decline in the 
percentage of awards to small business by the three military depart- 
ments,® the Munitions Board stated: 

Over the 2-year period (since Korea) procurement by the ordnance services 
has increased from 21 percent, about one-fifth of the July-December 1950 total, 
to 24.5 percent in January—June 1951, 26.2 percent in July-December 1951, and to 
39.2 percent, practically two-fifths of the total, in January-June 1952. With s 
greet expansion in contracts for the heaviest types of equipment, the small- 
business ratio for the ordnance services has necessarily declined somewhat, and 
in the last 6 months was 8.6 percent of all ordnance contracts. 

It is equally obvious that aircraft and air materiel services contracts, repre- 
senting 35.4 percent of the total in January-June 1952, must be made mainly 
with large firms. About 8 percent of the total of Air Force and Bureau of Aero- 


nauties contracts in this period, however, were awarded to small firms. 
As the proportion of ordnance and aircraft service contracts has increased, the 


proporion of food, subsistence, building supplies, and other items bought by the | 


general supply and engineering services has necessarily declined. In the first 6 
months of the reaarmament program, Army Quartermaster Corps, Navy Supplies 
and Accounts, Army Engineers, and Navy Yards and Docks purchases represented 





6 For detailed review of developments on military small-business rrograms see following reports of Senate 
8 ‘lect Committee on Small Business: S. Rept. No. 469, 82d Cong., Ist sess.; S. Rept. No. 1068, 82d Cong., 2d 
s‘ss.: 8. Rent. No. 2070, 82d Cong., 2d sess. 

? Source: U. S. Department of Commerce, Bureau of the Census, Annual Survey of Manufactures: 1949 
and 1950. 

*Munitions Board report, Military Prime Contracts with Small Business, June 1952. 


6 


wien aoralicaan: « 










































Fis 
Jul 


Fisk 


Fisca 





Sour 








































SMALL BUSINESS AND DEFENSE SUBCONTRACTS 3 


a 

i more than 25 percent of the total; of these purchases from 50 to 60 percent were 
1a made from small business. In the January—June period of 1952 contracts of those 
it services represented only 14 percent of the total; and, while about half of their 
3 contracts still were being made with small business, their influence on the grand 

i total ratio had been cut nearly in half. 


Your committee recognizes the fact that these assertions have some 


: validity, but the statistics and the assertions of the military are scant 
; comfort to small concerns seeking defense contracts. The fact 


; remains that nearly 3 years after Korea thousands of small businesses 
' are still feeling the pinch of our semimobilization economy and that 
' the small-business programs of the Department of Defense have not 
yet succeeded in reversing the trend toward greater concentration of 


r defense contracts in large concerns, 

3 

3 

. TaBLE 1.— Military prime contracts with business firms (purchasing offices in con- 
| tinental United States), July 1949-December 1952 
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SMALL BUSINESS AND DEFENSE SUBCONTRACTS 

The military points out furthermore that its reports relate solely to 
prime contract awards and that small concerns do in fact participate 
further in defense production as subcontractors. The truth of this 
contention is generally known and the importance of this aspect of 
military procurement has long been recognized by your committee 
It is particularly important to the small concern which lacks the 
facilities or the financing necessary to the production of a large mili- 
tary prime contract. In some cases the mere novelty of military 
procurement to the small concern may indicate the need for caution 
in seeking prime contracts. Experience has shown that the com- 
plexities and pitfalls of military prime contracts have proved the 
undoing of many small concerns. In these and other instances the 
committee has frequently discouraged small concerns from seeking 
prime defense contracts and has encouraged them instead to start 
slowly by canvassing their local areas for subcontracting opportu- 
nities with the large military prime contractors. In this connection 
your committee has frequently urged the military to encourage full 
utilization of small concerns by the major military prime contractors." 
Beginning in mid-1951 the military departments attempted to imple- 
ment this phase of their small-business programs by inserting the 
following uniform clauses in all supply and construction contracts 
exceeding $5,000 in value: 

(a) It is the policy of the Government as declared by Congress to bring about 
the greatest utilization of small-business concerns which is consistent with effi- 
cient operation. 

(b) The contractor agrees to accomplish the maximum amount of subcon- 
tracting to small-business concerns that the contractor finds to be consistent with 
the efficient performance of this contract. 

In June 1952 your committee voted in executive session to under- 
take an on-the-spot survey of the military small-business programs. 
It was the consensus of the members that such a survey would serve 
not only to enable the committee better to evaluate the effectiveness 
of the military small-business programs but that it would also develop 
information that would be of assistance to small-business men seeking 
the aid of the committee. In view of the importance of subcontracting, 
the committee voted also to call on some of the country’s major mili- 
tary prime contractors. The latter aspect of the survey had a twofold 
objective, namely to solicit the suggestions of prime contractors that 
might benefit small concerns interested in subcontracting and to 
develop statistics indicating the extent to which small concerns are 
participating in military procurement as subcontractors. The pur- 
pose of this report will be to record the results of the committee’s 
study of the subcontracting programs of some of the Nation’s largest 
military prime contractors. 

® The Munitions Board report, Military Prime Contracts with Small Business, August 1952, states 

“These data cover prime contract awards only. Many business firms, small and large, obtain or award 
subcontracts which further distribute the actual military production throughout the economy. Through 
subcontracting, small business receives an additional portion of the defense dollar.”’ 

1° The report of the Senate Select Committee on Small Business, Participation of Small Business in Mili 
tary procurement, 8. Rept. No. 2070, 82d Cong.. 2d sess., p, 36, stated: 

“The committee recognizes the importance of subcontracting in the overall military procurement pattern 
It is true that for many firms, particularly small ones with highly specialized products, subcontracting 
represents the only accessible road to defense business. It is therefore important that the ‘military depart- 
ments give due consideration to subcontracting. The committee feels that the work done to date by the 


military departments in enlisting the cooperation of its prime contractors in the small business programs 
has been extremely worth while. Such programs should be expanded wherever possible.’ 
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SMALL BUSINESS AND DEFENSE SUBCONTRACTS oO 


SCOPE OF THE SURVEY 


In selecting the contractors to be visited during the course of the 
survey, the committee flrst asked the three military departments to 
furnish the names of their largest prime contractors. These companies 
were studied with a view to obtaining the cooperation of those con- 
tractors producing the large end items not normally considered suit- 
able for manufacture by small concerns, namely, such items as tanks, 
airframes, ,aircraft engines, automotive equipment, and electronic 
systems. An attempt was made also to include in the survey a suffi- 
cient number of companies in each major industry so as to approxi- 
mate the overall distribution of defense dollars on heavy armaments. 
In the opinion of your committee the survey accomplished these 
objectives. Following is a list of the major military prime contractors 
who cooperated in the survi "y: 

Admiral Corp., Chicago, Ill. 

Allis-Chalmers Manufacturing Co., Milwaukee, Wis. 

American Locomotive Co., Schenectady, N. Y. 

Beech Aircraft Corp., Wichita, Kans 

Bendix Radio Division, Bendix Aviation Corp., Towson, Md. 

Boeing Airplane Co., Wichita, Kans. 

Caterpillar Tractor Co., Peoria, Ill. 

Chrysler Corp., Detroit, Mich. 

Consolidated Vultee Aircraft Corp., Fort Worth, Tex 

Douglas Aircraft Co., Inc., Santa Monica, Calif. 

Eastman Kodak Co., Rochester, N. Y. 

Federal Telephone & Radio Corp., Clifton, N. J. 

Ford Instrument Co., Long Island City, N. Y. 

Firestone Tire & Rubber Co., Akron, Ohio. 

Ford Motor Co., Detroit, Mich. 

Fruehauf Trailer Co., Detroit, Mich. 

General Electric Co., Schenectady, N. Y. 

General Motors Corp., Detroit, Mich. 

Lockheed Aircraft Corp., Burbank, Calif. 

Newport News Shipbuilding & Drydock Co., Newport News, Va. 

North American Aviation, Ine., Los Angeles, Calif. 

Phileo Corp., Philadelphia, Pa. 

Pratt & Whitney Aircraft Division, United Aircraft Corp., East Hartford, 
Conn. 

RCA-Victor Division, Radio Corporation of America, Camden, N. J 

Republic Aviation Corp., Farmingdale, N. Y. 

Sikorsky Aircraft Division, United Aircraft Corp., Bridgeport, Conn. 

Western Electric Co., New York, N. Y. 

Westinghouse Electric Corp., Pittsburgh, Pa 

Wright Aeronautical Division, Curtiss-Wright Corp., Wood-Ridge, N. J. 

Representatives of the committee traveled 13,000 miles from 
Connecticut to California during the last 4 months of 1952 and visited 
the headquarters of 26 of the contractors cooperating in the survey. 
Conferences were held with the top officials of all companies, including 
the executives in charge of purchasing activities. The committee 
representatives were afforded access to company personnel and 
records practically without limitation. Much of the data made 
available by the contractors was of a confidential or restricted nature 
and need not be set forth in this report. Your committee is pleased 
to report, however, that the conferences with the Nation’s largest 
manufacturers and the study of the part played in their manufacturing 
operations by small business indicated to the committee a w idespread 
and sincere interest in small business, The survey also demonstrated 
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6 SMALL BUSINESS AND DEFENSE SUBCONTRACTS 


the interdependence of large and small concerns in the production 
of defense material. 

Wherever time and schedules permitted, the committee representa- 
tives also called on some of the small companies doing business with 
the large military prime contractors to obtain their views on small- 
business participation in military procurement. Their observations 
will be noted in subsequent sections of this report. 

Statistics compiled by the Munitions Board reflect that 100 cor- 
porate groups and individual companies received 62.4 percent of the 
value of prime contracts awarded in the continental United States in 
the 2 years from the Korean invasion to June 1952."' It is pertinent 
to note that all of the major military prime contractors solicited by 
your committee in its subcontrac ting survey were included among 
the 100 largest military prime contractors and that awards to 
all of these companies or their parent organizations aggregated 
$28,949,400,000, or 41.2 percent of the value of prime contracts 
awarded by the military in the 2 years following Korea. Table 2 
sets forth the latter data in detail. 


TaBLE 2.—Analysis of 28 large military prime contractors. Value of contracts 
awarded July 1950-June 1952 



























| aN; Rank 
. hie | Millions of | Pere ent ot | js 
Company | dollars | total | mong 100 
Total, all contracts-._- ee ese on $73, 849.8 ET Bis hteathiciiine 
Total, 28 companies and corporate groups. bs dee Alstelosicieme St 28, 949. 4 | | eS eS 
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Consolidated Vultee Aircraft Corp... -- iia dattaaitiaetE vane $20. 1 | 1.2 | 16 
Sperry Corporation (the) (Ford Instrument Co.)!......------ eee 712.0 | 1.0 | 18 
Bendix Aviation Corp (Bendix Radio Division)!................-.- 683. 0 1.0 19 
Radio Corporation of Amariea (RCA Victor Division)! . 412.4 | .6 23 
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1 Names in parentheses identify affiliates or divisions of corporate groups which participated in Senate 
Small Business Committee survey. 


Source: Munitions Board. 


Statistics have been presented to the committee in the past on 
particular industries or on samplings taken by the various military 
departments. The aircraft industry, for example, has conducted 


11 Munitions Board report, Analysis of Large Military Prime Contractors, July 1950-June 1952. 





' 
t 
I 4 


sctesiions 


T 
men 
the 

spe Cc 


) buy 


| prer 
eval 
O; 


sity t 
) whe} 


—_— 


12 Se 





wre! 


10 


on 
ary 
‘ted 


2 ieee 8A AEE os 


«gisele Sie ait both acai 


aH cattle te AERA 


cia AS 


wh NACI 8 HI 


SMALL BUSINESS AND DEFENSE SUBCONTRACTS 7 


studies along this line and representatives of the military departments 
have testified before your committee in hearings on military procure- 
ment where they have furnished subcontracting data on limited 
numbers of major military contractors. Until your committee under- 
took its survey, however, there had never been a simultaneous sampling 
of all the major segments of the manufacturing economy to determine 
the extent of the distribution of defense dollars to subcontractors. 
It can therefore be stated that the committee survey is the most 
comprehensive yet undertaken. 


SMALL-BUSINESS POLICIES OF MAJOR CONTRACTORS 


Your committee undertook the subcontracting survey on the 
premise that all defense suppliers were by now acquainted with the 
subcontracting clauses contained in defense contracts. It was the 
consensus of the committee that if contractors were complying with 
these clauses the survey should disclose not only that the contractors 
were familiar with them but that they were in fact implementing 
them to the benefit of small business. This proved to be true in 
large part. All of the contractors displayed a knowledge of the sub- 
contracting clauses and many of them were found to be engaged in 
extensive and aggressive programs to broaden their base of supply 
and to enlist small concerns in their subcontracting programs. It 
was interesting to note, however, that most of the major contractors 
who were engaged in aggressive subcontracting programs asserted 
that their interest in small subcontractors stemmed not primarily 
from the fact that Congress or the military were urging greater use 
of smal) concerns, but arose rather from the fact, proven by expe- 
rience, that the wide use of outside suppliers, large and small alike, 
was absolutely essential to efficient manufacturing operations. 

The following comments by some of the country’s largest manu- 
facturers best summarize their subcontracting policies and explain 
why they seek outside sources in producing defense contracts: 

Beech Aircraft Corp.: 

Beech Aircraft Corp. has long recognized the advantage of using outside manu- 
facturing as an aid to their production efforts, and the outside production manu- 
facturing program is constantly being expanded. 

The corporation is also cognizant of a need for assisting and controlling the 
small subcontractor if he is to avoid the many hazards attendant to aircraft 
manufacture. 

This program of assistance to those firms awarded contracts consists of a control 


over the amount of work in process. This is accomplished by a precontractual 
survey of the subcontractor’s facilities, and a careful study and analysis is made 


| of his financial ability. From this we determine the average amount of work to 


A 


' be assigned to the shop at any one given time. 
Boeing Airplane Co.: 


The Boeing Airplane Co.’s procurement policy, in essence, calls for the procure- 
» ment of materials of the right quality, in the right quantity, at the right time, at 
the right price, and from the right source. Quality is defined by the pertinent 
specifications. The other factors are matters of judgment and decision. In the 
feo constant search for the most advantageous purchase, the latter four 
prerogatives must be reserved for him as the basis for making his selections and 
dev aluating his decisions. 
|, On the basis of this established procurement policy, it is the buyer’s responsibil- 
gity to channel Air Force prime contract dollars into small business whenever and 
| wherever possible. 
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See p. 4 supra. 
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BUSINESS AND DEFENSE SUBCONTRACTS 


Chrysler Corp.: 

The importance of the supplier to a successful defense-production program can 
not be emphasized too greatly. During World War II only 15 percent of the 
242,000 manufacturers in the United States had prime contracts with the Govern 
ment. The remaining 85 percent contributed in the capacity of subcontractors 
and suppliers. 

In its normal automotive operations prior to the war, Chrysler Corp. employed 
approximately 1,500 outside sources. This number was increased during the 
war period to more than 15,000 suppliers, scattered over the entire United States. 
Currently Chrysler Corp. employs more than 10,000 outside sources. 

These figures stress the need which the major prime contractor has for the 
services of properly qualified suppliers and the vital part these sources play in the 
defense effort. 


Curtiss-Wright Corp.: 


Small, medium sized and large enterprises have often suffered loss of business in 
national emergencies. 

But today the productive capacity of shops and plants is sought and utilized in 
industrial mobilization—resulting in greater national production and reinforcing 
the general economy. 

Wright is moving toward these objectives by two large, carefully organized 
programs. One is a subcontracting program which gives large numbers of quali- 
fied shops and plants of varying sizes a part in Wright’s huge production task. 
Wright has established a small-business department to seek out and work with 
hundreds of quality fabricators whose capacity is limited individually but vast in 
total. 

The other program calls for the licensing by Wright of manufacturers to produce 
certain of Wright’s engines. The two programs are hastening the delivery of 
these vitally needed products in the quantities required in the expansion of the 
Military Establishment. 


Firestone Tire & Rubber Co.: 


* * * An important factor bearing on our overall subcontracting picture is the 
fact that procedure of this kind enables us to make use of manpower and facilities 
in their present locations. It enables small concerns within the radius of our 
operations to continue in production at times when their civilian output may be 
reduced, It lets people work within the radius of their own homes and under 
their own bosses, and prevents the movement of manpower, families, and the 
transportation problems involved in concentrating production in large industrial 
centers. This helps to alleviate all of the concurrent problems associated with 
the migration of labor and the movement of families into new areas. 


General Electric Co.: 


Much of the equipment needed in our national defense program is highly 
complex. Producing it requires extensive engineering and manufacturing facil- 
ities and manpower. Through experience, the Armed Forces have found that 
companies like General Electric are best equipped with the mampower and 
facilities to do the job. That’s one of the chief reasons why so-called big 
business gets a large share of defense prime contracts. 

But large companies are also among the first to recognize the many benefits 
to the country at large if they subcontract a good part of their defense prime 
contracts. Small businesses are enabled to get into production. The produc- 
tive capacity of the Nation is built up. Finally, small businesses and their 
communities can maintain their economic health. 

Lockheed Aircraft Corp.: 

In response to * * * statements of national policy by Congress and others, 
and to supplement production through the use of facilities available at other com- 
panies in accordance with dispersion and other policies of the Department of 
Defense, Lockheed Aircraft Corp. has greatly increased the proportion of outside 
procurement in relation to in-plant operations and has instigated a substantial 
program of subcontracting major subassemblies. These procurement policies have 
resulted in an increasing level of activity to which small concerns may profitably 
apply their productive efforts, both as suppliers for Lockheed and for Lockheed’s 
major subcontractors. * * * 
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It is apparent that small business cannot receive the major portion of military 
prime contracts. The very nature of modern warfare with its concurrent tech- 
nologi¢al advances makes it difficult, if not impossible, for the small manufacturer 
to produce tanks, aircraft, warships, ete. Such concerns lack the necessary facili- 
ties, financial resources, and capacity to produce such complex products. They 
are, however, & vital part of the production process involved in the fulfillment by 
larger concerns of defense contracts for products of this nature. Not even the 
largest of the big companies could fill a single Government order of this type by 
itself. Each must buy raw materials, finished and semifinished parts, supplies 
and subassemblies from thousands of other firms of every size and description, 
These large concerns are absolutely dependent on the small suppliers. 


Phileo Corp.: 


It is the established policy of the Phileo Corp. to procure from established 
sources of supply all of those materials and assemblies for which adequate sources 
are available. * * * 

Part of our procurement procedure is to establish sources of supply who are nof 
only technically capable and efficient, but who are flexible enough to make these 
fast shifts when required. This type operation puts a substantial emphasis on 


+ the flexibility of suppliers. 

i For these basic reasons, it is the policy of this company * * * to consider 
) flexibility of paramount importance in establishing sources of supply. For ob- 
» vious reasons, this flexibility is more difficult to attain in a large organization than 
) in asmall organization. We find that where products are of a type that can be 


. 


produced by smaller organizations, these small, flexible companies are our most 
effective suppliers. 


Pratt & Whitney Aircraft: 


The history of Pratt & Whitney Aircraft’s subcontracting policy is exactly as 

old as the company. The poliey—and there has been but one—was laid down 

} 27 vears ago when the company was organized as a shop with a total of 25 employ- 
> ees to build the first Wasp engine. 

That basie policy is: Pratt & Whitney Aircraft will subcontract approximately 
50 percent of its work. * * * 

The subcontracting policy has given Pratt & Whitney Aircraft an advantageous 
flexibility of operation. During periods when aircraft orders have fallen off 
sharply, the company has still maintained its policy of sharing its work equally 
with subcontractors. By keeping a production flow of engine parts coming into 
the home plant, no matter what the aviation climate, Pratt & Whitney Aircraft 
has kept ‘“‘alive’’ subcontractors’ aircraft skills. Without these skills and these 
auxiliary facilities, the company, and the country as a whole, would face an almost 
impossible task in recreating the air power deemed necessary to defend the Nation. 

By the same token, the subcontracting policy has acted as a buffer to help 
Pratt & Whitney Aircraft withstand the violent contractions which have so far 
marked the history of American aircraft production. If the company had sought 
to fabricate all of the finished parts for its own engines in peak times, Pratt & 
Whitney Aircraft would have expanded its plants to an extent that would make 
its present facilities seem quite small. An ebb tide in aircraft procurement would 
leave such an overbuilt company stranded. Subcontracting enables Pratt & 
Whitney Aircraft to keep its size within limits. 


gene da th: 
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Radio Corporation of America: 


The importance of the small-business man in the national economy and the 
need for his integration in the defense production effort, has long been recognized 
by RCA. This recognition has taken the form of a continuing company program 
to broaden our national supply base and thus insure that small business partici- 
pates fully in our subcontracting program. * * * 

On items with large volume for which we have manufacturing facilities and 
know-how, we normally divide our procurement between our plants and our 
suppliers. We do this in order to have more than one source of supply and to 
insure our getting the best price for the items that go into our product. 

Considering the variety and volume of parts entering into our produet, we 
mcannot profitably make all the parts we require because of the capital outlay 
=required to purchase the equipment and the lack of volume to liquidate the cost 
f the facilities in a reasonable time. 
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Many small businesses serve large businesses by being specialists in one or 
more fields of manufacture. Small business functions effectively when it is able 
to serve several other businesses, either large or small, because it has facilities 
which can be operated economically due to the combined volume of its customer: 
Furthermore, their business is flexible and can be readily adapted to the changing 
recuirements of their many customers. 

In addition to cost, the utilization of subcontractors frequently speeds delivery 
of completed items. Py working closely with his subcontractor, a prime manu- 
facturer can so arrange schedules that the many components produced by outside 
firms will arrive at production lines in time to permit final assembly not only in 
the most efficient and least costly manner but also in time to meet specified 
deadlines. 


The foregoing quotations are typical of the statements made to 
your committee by the large prime contractors. The committee was 
interested in learning whether these policies were actually put into 
practice in the purchasing departments of the large primes. In 
several instances there was evidence that such was the case. Exami- 
nation of intracompany memoranda by representatives of the 
committee disclosed directives such as the following: 

From a report submitted to your committee by Bendix Radio 
Division of the Bendix Aviation Corp.: 


As a matter of company policy our terms and conditions, BRM 1138L, which is 
attached to and becomes a part of each and every purchase order issued by this 
division, contains the following statement: 


“Paragraph 27 


“Tt is the policy of the Government as declared by Congress to bring about the 
greater utilization of small business concerns which is consistent with efficient 
production. The seller agrees to accomplish the maxium amount of sub- 
contracting to small-business concerns that the seller finds to be consistent with 
the efficient performance of this order.” 

In addition to the above, the purchasing department’s manual for components’ 
business as well as the manual for subcontract buyers contains the following state- 
ment: 

“In the event that all of the above factors (price, quality, deliveries) are reason- 
ably equal and when the competitive bidders are in the large- and small-business 
categories your emphasis in placing purchase orders should favor the small- 
business concern. It is our policy, in every way possible, to follow the practical 
strategy of our prime contractors in disbursing orders to the smaller contractors 
first for economical reasons, secondarily to effect a geographic distribution of 
vital requirements, and finally because of the highly desirable flexibility which 
can be found only in the small companies.” 


From a Curtiss-Wright purchasing-department instruction: 


li is the responsibility of every buyer, both of production and of nonproduction 
materials, to exert every effort to place business with small companies where 
price, quality, and delivery are equal to those offered by major concerns. 

To this end, the following steps are to be followed: 

1. All parts or materials which are placed out for quotation should be 
analyzed to see whether it is possible to include more sources in the small 
business category. (It is realized that such opportunities in raw materials 
procurement are limited.) 

2. The vendors to whom requests for quotations are sent should be 


analyzed in an attempt to include as many as possible who would fall into | 


the small business category. 
From a memorandum issued by the director of procurement, 
Republic Aviation Corp., to all of the company’s buyer supervisors 
and buyers: 


Our company in cooperation with the armed services has agreed that it will 
keep a record of the business placed for production materials and parts with a 
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view toward determining which of these materials and parts might be placed with 
small business (those employing less than 500 people) and a record of how much 
of this business goes to these small concerns. 

Below you will find a facsimile of a rubber stamp which will be printed on 
purchase requests or quote summaries. The information called for in this stamp 
is to be supplied by this department. 

The purchase request control section will make the determination as to whether 
this is the type of item on which we can consider small business by checking 
either the ‘‘Yes’”’ or “‘No”’ box after the appropriate question. 

It will be the buyer’s responsibility to complete this form by showing whether 
or not this business was placed with small business and, if it was not, to explain 
why not by circling one of the there reasons set forth below, or if none of these 
reasons, to set forth the other reasons as provided by the form. 


Should “Smatu Business” be considered—Yes [ ] No [_ ]. 
If ‘‘Yes”’ was this order given to “SMALL Business’’—Yes [_ ]. 


No[ ]. 
Reason order was not given to “SmauLL Business’’—explain 
below. 
1—Prices out of line. } 
2—Refused to quote. | 
3—Cannot meet deliveries. | 
4— Other. 


From the Western Electric Co.’s purchasing manual: 


The following shall be considered as the company’s purchasing policy for 
negotiation of contracts or purchase orders: 

(a) It is the responsibility of each buying organization to consider not only 
new sources of supplv but also reasonable dispersion of our purchases geo- 
graphically in order to broaden the base of available supply, increase compe- 
tition, reduce the effect of work stoppages, and cooperate with the Govern- 
ment in its effort to assure small business (500 employees or less) a share of 
defense orders. Inquiries shall, normally, be sent to a sufficient number of 
recognized and qualified suppliers to insure adequate competitive bid- 
dng er 


PROGRAMS TO LOCATE OUTSIDE SOURCES OF SUPPLY 


The reports of some of the large manufacturers on their programs 
to locate outside sources of supply furnished additional evidence of 
their interest in subcontracting. A study of these programs disclosed 
that most of the large manufacturers have invested considerable time 
and money in the planning and execution of their subcontracting 
programs. 

It was found that these programs have been executed in many 
different ways, but generally the large manufacturers have concen- 
trated on three principal means of seeking out and enlisting the 
assistance of outside concerns; namely advertising, exhibits to acquaint 
potential suppliers with the needs of the primes, and surveys of the 
facilities of potential suppliers. The following excerpts from a report 
submitted to the committee by the Curtiss-Wright Corp. review in 
some detail a particularly aggressive subcontracting program: 

When Wright Aeronautical began late in 1950 to build up for the expanded 
requirements of military defense, the company started with one vital decision: 

The military program would be spread as widely as possible so that the company 
would have to enlarge its own facilities only to the degree necessary to fulfill its 
commitments. * * * 

In January 1951 the plan was ready. The first step was a campaign in key 
areas to interest business in cooperating with Wright and the military. Newspaper 
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advertisements and exhibits in these regions acquainted industry with the wide 
scope of the job and with its general requirements. 

There were, for example, 32 separate newspaper advertisements describing the 
subeontracting program. There were 24 exhibits in major industrial centers 
attracting nearly 10,000 visitors. As a result, more than 2,500 facilities lists 
were filed with Wright. 

Then began the task of sifting, of fitting appropriate orders to competent 
sources. The process is continuing as new sources are developed in conformity 
with Wright and Air Force policy. ; 

To investigate the capabilities of the hundreds of sources attracted by thi 
subcontracting recruitment prograin, Wright Aeronautical relied on two principal 
methods: First, skilled tool, process, and purchasing men—aided by personne! 
from the engineering, manufacturing, and quality control departments—were 
constantly available in field offices that had been established in advance. 

Second, investigating teams, likewise composed of tool, process, and purchasing 
experts (with additional aid wherever necessary) took to the road from the com 
pany’s headquarters at Wood-Ridge, N. J. 

Because of the speed with which this was done, production contracts were 
placed within as little as a week or two from the time of any given insertion o1 
show in the newspaper-exhibit campaign. 

The extent of the drive, furthermore, yielded vendors throughout the entire 
northeast and central sections of the United States and in a few other areas as 
well. 

Throughout, the closest cooperation was maintained with the field procurement 
offices of the United States Air Force and with others in Government charged 
with making sure that small business got its proper share. 


It was found that other major manufacturers were engaged in 
subcontracting programs similar to that of Curtiss-Wright. Solicita- 
tion of new sources through advertisements in national publications 
has featured the subcontracting programs of such companies as 
General Electric, Pratt & Whitney Aircraft, North American Aviation, 
RCA, and Westinghouse. Your committee was particularly interested 
to note the similarity in methods among the large companies in 
surveying the facilities of potential suppliers. Almost without excep- 
tion, the large « ‘ompanies were found to have special teams of experts 
organized within their purchasing organizations to go out and surve\ 
the facilities of any supplier who appeared to be capable of participat- 
ing in defense production as subcontractors 

The success of the Curtiss-Wright subcontracting program led the 
Air Force to take an active part in expanding this type of activity 
among major Air Force prime contractors. Subcontracting exhibits 
under the sponsorship of the Air Force, and more recently the Armed 
Forces regional councils, have been held in various sections of the 
country. The success of these exhibits has not been uniform, but 
they have proven particularly effective where major primes were 
undertaking new programs and were actively looking for additional 
suppliers. 

In addition, the Air Force held a series of small-business conferences 
throughout the country during the summer and fall of 1952. At 
closed meetings attended by top executives of the major Air Force 
prime contractors small-business policies were explained and. dis- 
cussed by way of open forums. Upon invitation of the Air Force 
a representative of your committee attended the small-business con- 
ference held in New York City in October. The committee was 
impressed with the aggressiveness of the Air Force in conveying its 
small-business policies “to the prime contractors and in the elfective- 
ness of this type of meeting in enlisting the cooperation of the prime 
contractors. 
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SMALL BUSINESS AND DEFENSE SUBCONTRACTS 13 


The committee noted concrete results of the Air Force small-business 
program during conferences with major Air Force prime contractors. 
They were obviously alert to Air Force policies on subcontracting to 
small business. More importantly, they were actively soliciting the 
cooperation of the Air Force in locating new sources of supply. The 
same could not be said of Army and Navy prime contractors. The 
committee found very few instances where the major suppliers to the 
Army and Navy were in close liaison with those Departments on 
subcontracting programs. 


DOLLARS TO SMALL BUSINESS 


In the judgment of your committee, the best proof of the effective- 
ness of the small-business programs of the major contractors lies in 
their statistics on the numbers of small concerns participating in sub- 
contract programs and the volume of dollars going to them. It was 
with this thought in mind that the committee asked the large manu- 
factures to advise what part of their prime contract dollar was spent 
with subcontractors, how many large and small firms participated, 
and how much of the dollar went to small firms. 

As noted previously, the committee undertook the subcontracting 
survey on the assumption that the major prime contractors, if they 
were complying with the subcontracting clauses of their contracts, 
would know the size and numbers of their subcontractors. It was 
also felt that with this information at hand, the computation of 
dollars going to subcontractors would be easily developed. The task 
proved more formidable than contemplated, and for a variety of 
reasons. 

In the matter of definitions, for example, it was found that various 
manufacturers interpreted the word “subcontractor” in many different 
ways. To one the word meant a manufacturer producing a complete, 
functioning unit according to specifications supplied by the prime 
contractor. To another it meant a company producing a part accord- 
ing to a specification. Others defined ‘‘subcontractor” in the broadest 
sense of the word; namely, anyone furnishing materials or supplies to 
the prime. It is in the latter sense that the words “subcontractor” 
» and “subcontract” will be used in this report. The committee adopted 
this definition for purposes of uniformity in consolidating statistics 
furnished by prime contractors participating in the subcontracting 
survey. 

The committee was interested in what happened to the whole 
dollar placed with the large manufacturer—the portion of the dollar 
retained by the prime and the amount going to outside concerns. 
Here again the committee ran into difficulty. On a contract for an 
item such as a ship it was reasonably simple to develop the desired 
} statistics. When the ship was finished the contractor had merely to 
}total the billings received from subcontractors to determine what 
‘portion of the total value of the ship was furnished by others. An 
analysis of his subcontractors as to size quickly told the prime con- 
} tractor what portion of his subcontract dollars went to small firms. 
> But such was not the case with most large defense contractors. 
) Airframe manufacturers, for example, pointed out that their defense 
orders were subject to frequent changes, long lead times, and periodic 
Hfluctuations with respect to subcontracting. They stated that their 
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subcontracting programs were never static, that the percent of the 
prime contract dollar outstanding in subcontracts early in a major 
program would be relatively insignificant but would be impressive 
when all subcontracts had been placed and then would fall off 
again as a particular program drew to a close. The difficulty of 
computing the amount of the prime contract dollar going to outside 
concerns for a particular period or at a particular point in time became 
even greater in those plants where the large primes were producing a 
wide variety of items, large and small, for: various military depart- 
ments. 

The committee recognized these problems and took them into con- 
sideration in soliciting the assistance of the major military prime 
contractors in developing statistics on small-business participation in 
their subcontracting programs. The committee’s objective was 
explained to the primes and the means to be utilized in developing the 
statistics were left to their discretion. It was explained that the 
committee was interested merely in obtaining as wide a sampling as 
possible on defense subcontracting programs. Some primes were 
able to furnish comprehensive statistics covering all of their operations 
since Korea. Others selected a recent fiscal year or period of months. 
Still others did detailed analyses on selected large contracts. In 
some instances it was necessary for the primes to estimate the amount 
of their subcontracting, or in the alternative to estimate the dollar 
value of the prime contracts corresponding to data which they had 
available on subcontracting. In either event, the committee accepted 
the statistics furnished by the primes. The results of their studies 
were submitted to the committee in writing. A common denominator 
of all of the prime contractors’ reports was the assertion that the 
statistics were representative of their subcontracting experience on 
defense contracts. 


First-tier subcontracts 


The survey disclosed that on approximately $12 billion in prime 
contracts received by 24 major prime contractors $6.9 billion, or 57 
percent of the total was spent with outside concerns, 76 percent of 
them being small business. Of the $6.9 billion, $1.7 billion, or 24 per- 
cent of the subcontract dollars went to small concerns.” 


13 See appendix A (p. 28) for detailed data on first-tier subcontracting by 25 major military prime 
contractors. ° 
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DISTRIBUTION OF SUBCONTRACTING OF LARGE 
MILITARY PRIME CONTRACTS (By Value and Number) 
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A further analysis of first tier s ibcontracting by industries disclosed 3 
that aircraft engine and airframe manufacturers subcontract 53 per- 
cent of their prime contract dollars and that small concerns, constitut- : 


ing 79 percent of the sources, receive 28 percent of the subcontract ; 
dollars. The large automotive contractors subcontract 65 percent of 
their defense work, and of this amount small concerns making up 75 
ercent of the sources receive 14 percent of the subcontract dollars. 

n the electronics industry 57 percent of the prime contract dollars go 
to outside concerns, and small business in this instance accounts for 
77 percent of the sources and receives 40 percent of the subcontract 
dollars. The nature of the items manufactured by these industries 


would account in large part for the variation in distribution of defense 
dollars. 


Subcontracts to outside manufacturers 


The committee was impressed with the large numbers of concerns 
reported by the prime contractors as participating in their subcon- 
tracting programs. It was realized that these concerns included not 
only manufacturing plants producing according to specifications but 
also numerous concerns supplying standard commercial items and a 
— of miscellaneous supply items from raw materials to dusting 
cloths. 
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SUBCONTRACTING TO OUTSIDE MANUFACTURERS BY 
LARGE MILITARY PRIME CONTRACTORS (By Value & Number) 
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SMALL BUSINESS AND DEFENSE SUBCONTRACTS 17 


In an attempt to determine how important a part small manufac- 
turers play in supplying specification materials to major subcontracting 
programs, the committee sought the assistance of selected major primes 
in computing the amount of the subcontract dollar going to them. 
Kight large manufacturers reported that 74 percent of their outside 
manufacturing sources were small and received 22 percent of the 
dollars paid to all outside manufacturers. Statistics furnished by six 
of these large manufacturers reflected that outside manufacturers 
made up only 12 percent of their total subcontract sources but that 
they shared 96 percent of the subcontiact dollars.' Among small 
concerns supplving these six large primes, manufacturers made up 13 
percent of the sources and received 84 percent of the dollars going to 
small concerns. In the judgment of the committee, this points up 
sharply the opportunities open to small plants as subcontractors. 
Second-tier subcontracts 


The committee was also anxious to determine the distribution of 
the military prime contract dollar below the subcontract level. 
A number of large primes agreed to undertake a study to determine 
what happened to the dollars they spent with their major subcon- 
tractors. While it was not possible to determine precisely what 
portion of the subcontract dollar was retained by the major sub- 
contractor, it was interesting to note that small business shared more 
extensively in the dollars paid out at the second-tier subcontract level 


SECOND-TIER SUBCONTRACTING OF LARGE 
MILITARY PRIME CONTRACTORS (By Value & Number) 


PERCENT 
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4 See appendix B (p. 30) for detailed data on subcontracts to outside manufacturers 
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The eight prime contractors who furnished these statistics reported 
that, while small concerns received only 24 percent of the primes’ 
subcontract dollars, small second-tier subcontractors received 46 
percent of the dollars disbursed by major subcontractors.! 

On the basis of all information examined by the committee it 
appeared that the deeper one looks into lower echelons of subcontract- 
ing, the more work he finds being performed in the contractor’s plant, 
but of that portion which is again subcontracted small business 
receives an increasingly larger share. The accompanying chart 
prepared by the American Locomotive Co. demonstrates this aspect 
of subcontracting. 

The accompanying analysis prepared for your committee by the 
Ford Motor Co., portrays in detail the degree of small-business par- 
ticipation in subcontracts let by Ford under its highly diversified 
defense program. 


Small business participation in major defense contracts, Ford Motor Co., by dollar 
volume and number of subcontractors at Oct. 1, 1952 


[000 omitted] 


Number of con- 


Volume sub- , » sub- rm 

lume s Pe Volun =e 1b tractors tess Total num ber 
contracted at contracted to than 500 Of camtrantors 
Oct. 1, 1952 small business a , pcaeN eee 


Contract en_ployees 


| 


Supply |Facility| Supply | Facility Supply Facility, Supply Facility 


Bomber wings (subcontracts from 


Boeing, Douglas, and Lock heea) 35, 603 | 19,185 | 19, 152 7, 462 1, 458 321 | 1,851 376 
Percent 54 38 78 85 

Aircraft engines 105, 929 | 96,318 | 43,471 | 27,481 1, 698 547 2, 825 1, 620 
Percent 41 67 60 33 

Tank engines 19, 250 2, 364 | 10,809 1, 100 329 70 455 SS 
Percent 56 46 72 80 

5 rockets 8,774 1, 780 2, 291 1, 202 448 133 189 169 
Percent 26 67 92 79 

r-48 tanks , 207, 422 | 23,442 | 22,330 | 10, 180 1, 230 194 1, 587 270 

Percent 110 44 78 71 iene 


' Represents a number of large components, purchased or furnished. Major small-business participation 
ippears in second- and third-tier subcontracts 


Geographical distribution of subcontractors 

It was of interest to the committce to note not only the large num- 
bers of subcontractors utilized by large defense contractors but also 
their geographical distribution. Contrary to what one might normally 
expect, the committee found that large manufacturing concerns go 
far and wide in seeking out suppliers. A typical pattern is portrayed 
in the accompanying analy sis pre pared by Pratt & Whitney Aircraft. 





4 See appendix C (p. 39) for detailed data on second-tier subcontracting. 
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Pratt & Whitney Aircraft—Geographical distribution of large and small business 


State Tetal Large Percent Small Percent 

California 131 24 LS 107 82 
Colorado 14 2 lt 12 86 
Connecticut 1, 578 231 15 1, 347 85 
Delaware 6 3 50 3 50 
Florida 6 2 33 4 67 
Georgia sS 2 25 6 75 
Illinoi 425 64 15 361 85 
Indiana 66 12 18 54 82 
Iowa ll 3 27 s 73 
Kansas 6 2 33 4 67 
Kentucky 5 2 40 3 60 
Maine ; 0 3 100 
Marylana 29 10 34 1y 66 
Massachusetts 658 gy 15 559 85 
Michigan 330 72 21 258 79 
Minnesota 26 5 1y 21 Sl 
Missouri 33 5 15 28 85 
Nebraska 2 0 2 100 
New Hampshire 19 3 15 16 85 
New Jersey 272 53 19 219 81 
New York 912 154 16 758 84 
North Carolina l = l 100 
Ohio 296 56 18 20 &2 
Oktahoma 4 1 25 3 75 
Oregon 2 0 2 100 
Pennsylvania 236 50 21 186 79 
Rhode Island 73 12 16 61 M 
Tennessee 5 1 20 4 80 
Texas 9 3 33 6 67 
Vermont ba 4 50 i 50 
Virginia 5 0 5 100 
West Virginia 2 2 100 0 

Washington ‘ 3 l 33 2 67 
Wisconsin 64 13 20 1 80 

Grand total 5, 279 906 4, 569 
! Total of 5,275 firms in 34 States 


SUGGESTIONS TO SMALL COMPANIES INTERESTED IN SUBCONTRACTING 


A major objective of the committee’s subcontracting survey was to 
solicit the suggestions of the major manufacturers which might be of 
interest and beneficial to small businesses interested in subcontracting. 
The manufacturers stressed a number of suggestions which might best 
be consolidated and summarized in the following guide: 


Qualifications must be appraised 

In seeking defense work, the first step a small company should take 
is to make a careful analysis to determine exactly what kind of prod- 
ucts it is best equipped to produce. The small manufacturer should 
determine whether his regular commercial product, with possibly 
some minor adjustments, is suitable to the defense effort or whether 
he must make an entirely new product. If the latter choice seems 
best care must be taken not to go too far off the normal course of 
operation. It is usually disastrous for any company, particularly a 
small one, to attempt to produce items entireiy foreign to its experi- 
ence. It is equally essential, however, that the small manufacturer 
keep himself flexible and adaptable. In _ this connection careful 
analysis of the normal operatien frequently shows that the small 
business concern can capably and successfully manufacture an item 
which is of the same basic type as that with which it is familiar. 
This analysis of processes often opens up a large field for the supplier. 


Complete data on facilities essential 


Before approaching a manufacturer to solicit subcontracts, the small 
concern should prepare a brochure setting forth complete data on its 
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facilities, history, and capabilities. The axact form of the brochure is 

not too important so long as a clear and concise but detailed account 

is presented in written form. The presentation should be free of 

extraneous data and should provide the contractor with a record for 

future reference. The brochure should include the following data: 
(a) List - facilities: 

(1) List all power machinery and equipment, showing makes, 
models, sizes, capacities, age, and condition. 

(2) List separately ¢ equipment used primarily for tooling. 

(3) List equipment on order but not on hand. Include 
expected delivery date. 

(4) Furnish similar information as to processing, treating, 
plating, and welding equipment. Note whether this equipment 
previously approved by military. 

(5) List inspection facilities. 

(6) Do not list supporting hand tools and equipment on above. 

(b) Deseription of plant and property: 

(1) Furnish size and location of plant or plants, including the 
amount of floor space, how it is divided into bays or areas, the 
floor strengths and power facilities. Note type of construction 
and total extent of possible plant expansion. 





tite spi BALES 


i (2) Describe accessibility to railroads and other transportation 
4 facilities. Note provisions for in-plant materials handling. 

(3) Indicate methods of exercising plant security in accordance 
with Government requirements. 


(c) Data on personnel: 


(1) Show total number of employees, separated as to produc- 
tion, direct and indirect labor, proportion of skilled to unskilled 
workers. 

| (2) List principal officials and their background. Identify 
plant supervisor and list key employees and those possessing 


: 
special skills. 
(3) Summarize wage scales and labor resources. 
t : (d) Production history: 
4 (1) Describe regular civilian products and list names of major 
3 customers. 
e i (2) List defense items produced in World War II or since, and 
“ 3 state for whom produced. 
d (3) Specify as exactly as possible the type of work you can do 
vy Ea best and how much you can do now. 
T ‘ (e) Credit data: 
iS 2 : ° 
if 4 (1) List bank and other credit references. 
- | (2) Attach a copy of your latest financial statement. 
i- ' Effective selling job important 
rf Having analyzed his capabilities and prepared a brochure, the 
ul | @ small manufacturer then faces a major task, selling himself and his 
ull § concern to the large manufacturer or major subcontractor. The im- 
m = portance of this phase of the process cannot be understated. In the 
r. | @ words of an RCA executive: 
or. ; Even in times of all-out war and certainly in periods of semimobilization, it is 
= essential that the businessman take his wares to the market. * * * There is no 
all ne for personal contact. Anyone who wants business must get out and 
sell 
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The brochure should not be distributed promiscuously. The com- 
pany should first make an independent and intelligent study to dis- 
cover where the best possibilities for subcontracts may lie. Company 
personnel, particularly its salesmen, may know of such possibilities. 
Most large companies, if they themselves are not in the market for 
subcontractors, are glad to suggest other subcontracting opportunities. 
The local chamber of commerce is often a fruitful source of informa- 
tion. The daily Synopsis of Contract Awards, published by the 
Department of Commerce and available at local offices of that agency, 
is one of the best and most up-to-date guides to subcontracting oppor- 
tunities. The Small Defense Plants Administration, with offices in 
principal cities throughout the country, has been extremely helpful 
to small concerns seeking defense subcontracts. The small-business 
specialists assigned to the various military purchasing offices can and 
do supply valuable and current information on subcontracting oppor- 
tunities arising out of prime contracts awarded in their offices. 

The matter of timing is important in choosing the manufacturers to 
be contacted. Obviously, a large manufacturer who is just initiating 
a program of defense production will be more interested in new 
sources of supply than will a prime contractor who has already estab- 
lished his subcontracting pattern. It is therefore important for a 
small concern to seek out large manufacturers who are in the process 
of organizing major production schedules. 

After deciding what manufacturers it will solicit, the small concern 
should assign its best qualified representative to present its applica- 
tion for sube ontracts. The man who can best answer questions as to 
the company’s operations should handle the selling job. He should 
present the company’s brochure to the head of the purchasing depart- 

ment or his assistant. His visit should be brief and to the point. If 
the brochure is sufficiently complete, there should be no need for 
amplification at the first conference. A mere introduction and an 
offer to supply any requested additional information should suffice. 
It is important, however, that the representative of the small concern 
be qualified to supply additional information orally in the event it is 
requested at the initial conference. 

While the great majority of the large prime contractors suggested a 
personal contact, a few, particularly in the aircraft field, stated that 
they preferred an initial letter from potential subcontractors. In the 
words of an official of the Boeing Airplane Co.: 


The initial contact can best be handled if the desired information is transmitted 
by letter. This allows more time for investigation and evaluation. 


Patience required 

One of the most discouraging aspects of military procurement in the 
opinion of small-business men seeking prime contracts is the long 
period of delay often encountered between the initial approach to a 
military purchasing office and the final awarding of a contract. 
F requently several months will elapse during which the small company 
will receive no word and perceive no action on the part of the military. 
Your committee’s survey showed that the large manufacturers are 

enerally efficient in promptly and courteously replying to inquiries 
Rom outside concerns interested in subcontracting. The small 
concern should be patient, however, if the initial approach to the 
large manufacturer does not immediately result in an order. There 
may be many reasons why. The prime contractor might be trying to 
get underway and might not be ready to enlist subcontractors. Or 
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the prime contractor, although in production, may have no immediate 
need for additional facilities of the type offered by the small concern. 

It was found during the survey that most of the large manufacturers 
maintain elaborate filing systems in which they carefully index the 
facilities of all potential suppliers. Constantly on the alert to main- 
tain competition among their suppliers, the large manufacturers are 
continually scanning these records as new requirements develop. The 
prime contractors were found to be extremely cost-conscious and 
eager to enlist the services of new sources of supply wherever and 
whenever they were qualified. It is important therefore to recognize 
the fact that the requirements of large manufacturers are constantly 
changing and that their interest in potential suppliers does not end 
with the initial contact. 


PRIME CONTRACTS VERSUS SUBCONTRACTS 


The conferences with major manufacturers and the study of their 
subcontracting procedures pointed up a number of areas inviting 
comparison with Department of Defense procedures on procurement. 
In many instances the procedures of the large primes and the military 
were found to be strikingly similar. In the matter of awarding con- 
tracts, for example, it was found that the large primes utilize competi- 
tive bidding in much the same fashion as the military. Likewise, the 
procedures of the primes in surveying the facilities and capabilities of 
potential suppliers were found to parallel those of the military. 

It was also found that the devices available to the military to assist 
small contractors after they receive awards were duplicated in the 
subcontracting procedures of the large primes. Such military devices 
as progress payments and assistance in locating and obtaining mate- 
rials were found to be in common use by the large manufacturers. 

There was one very evident dissimilarity between the military and 
the large prime contractors in their procurement procedures, however, 
and this was in the matter of action. Whereas a small contractor on 
a military prime contract will oftentimes go through endless “red 
tape’’ in his efforts to get assistance from the military, a subcontractor 
will receive prompt and efficient action from his prime when the 
situation warrants it. This results in part, of course, from the fact that 
the very size and complexity of the Military Establishment and the 
myriad of laws and regulations under which it operates frequently 
lead to delay and frustration. On the other hand, a large manufac- 
turing organization, being in the stream of commercial operations 
and geared to resolve production difficulties, can function on a more 


> fluid and informal basis. Regardless of the reasons, however, it was 


demonstrated to your committee time and again that a small concern 


, serving as a subcontractor enjoys many advantages over a small prime 


' + contractor. 


In the matter of finances it was found that the major manufacturers 


oo ) utilized a number of means to assist suppliers who were financially 


) distressed. This is not to suggest that the large manufacturers were 
+ prodigal in the use of company funds or the taxpayers’ money. On 


} the contrary, they were found to be extremely painstaking in assuring 


| themselves that a potential supplier was financially sound before 


placing an order with him. But when the small subcontractor ran 
into unavoidable and unanticipated difficulties after receiving an 
order from the prime, the prime was quick to assist. This was done 


ifrequently through the use of advance and progress payments or 
through the purchase of materials for the subcontractor on the account 
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of the prime. In other instances, the prime arranged temporary 
financing for the sub through its own banking sources, guaranteeing 
loans to the sub." 

Likewise in the matter of materials, where a subcontractor found 
that his suppliers could not furnish necessary materials, the prime 
frequently obtained them for him through its own resources. The 
large manufacturers stated that in most instances these matters could 
be handled in their purchasing departments through a telephone call. 
Your committee was impressed with the efficient manner in which 
these problems were handled by the large manufacturers in contrast 
to the relatively ponderous and burdensome procedures required to 
obtain similar assistance from the military. 

Anyone who has studied military contracts is familiar with their 
intricacy and rigidity. The standard supply contract, for example, 
contains 20 general provisions relating to such matters as assignment 
of claims, bond security, taxes, patent infringement, the Buy American 
Act, the eight-hour law of 1912, the Walsh-Healey Public Contracts 
Act, nondiscrimination in employment, and contingent fees. Addi- 
tional provisions, which might double the number of clauses, relate to 
such topics as termination, renegotiation, military security require- 
ments, Government-furnished property, ceiling prices, the examination 
of records, and the Neutrality Act of 1939. An understanding of all 
of these provisions and compliance with them places a heavy burden on 
contractors, large and small alike. Your committee’s experience has 
shown that small concerns new to military procurement run a grave 
risk in undertaking prime contracts unless they are acquainted with 
the legal and accounting requirements of defense contracts. Large 
manufacturers, with their legal and accounting staffs trained to meet 
these requirements, render a substantial service to small subcontrac- 
tors when they assume these responsibilities under a prime contract. 

Small manufacturers interviewed during the course of the survey 
pointed to the latter feature of the prime-sub relationship as one of the 
chief advantages of subcontracting. Small concerns which had pro- 
duced both prime contracts and subs under the defense program stated 
in substance that they generally preferred subcontracts because the 
primes shouldered the responsibility for handling the vast amount of 
legal and accounting work incident to prime contracts, leaving their 
small suppliers free to concentrate on production. The small manu- 
facturers also confirmed the committee’s observations with regard to 
the greater ease of doing business with the primes. 

Representatives of the small concerns noted another attractive 
feature of subcontracting. They pointed out that prime contractors 
generally are not engaged solely in military production. A small 
concern which avails itself of the opportunity of producing for a prime 
contractor on defense items opens the door to continuing orders 
from the prime on his commercial requirements. 


It would be wrong, however, to conclude that defense subcontracting | 
is a panacea for small business. Small concerns should be alert to | 


certain problems that are common to both primes and subcontracts. 
Renegotiation, for example, affects many subcontractors as well as 
primes, and the acceptance of a subcontract does not relieve the small 
concern entirely from the accounting requirements incident to military 
procurement. 





6 For a contrasting study indicating difficulties encountered by small concerns in attempting to obtain 
relief from the Defense Department on losses arising under fixed-price contracts, see Senate Small Business 
Committee report, The Administration of Public Law 921, 8ist Cong., S. Rept. 1459, 824 Cong., 2d sess. 
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The possibility of terminations is a matter which should receive 
careful consideration by small concerns contemplating defense con- 
tracts. The military “stretch outs’ and the approaching end of 
many major military production programs have already brought 
about several terminations and the number of terminations will 
undoubtedly grow in the months ahead. When a large prime con- 
tractor is terminated or is revised downward in his production sched- 
ules, he must, of course, immediately adjust his subcontracting 
program accordingly. Small concerns dependent on military sub- 
contracts are likely to be hard hit by these changes. It therefore 
behooves them to keep military procurement in proper perspective 
and to supplement their production with commercial orders wherever 
possible. 

SUMMARY AND CONCLUSIONS 


The highlight of the subcontracting survey, in the judgment of your 
committee, was the information developed with respect to the dis- 
tribution of the military procurement dollar. While the statistics 
show that the major prime contractors distribute approximately 57 
percent of their prime contract dollar to outside concerns, only 24 
percent of the subcontract dollar, or 14 percent of the total dollar, 
goes to small concerns. The lion’s share of the subcontract dollar 
goes to other large manufacturers. This is not to criticize the major 
military prime contractors. It is simply stating a fact. 

An analysis of the figures compiled by the committee indicates that 
while small concerns constitute 76 percent of all outside sources, the 
average small subcontractor recieves $24,200 from the prime while 
the large subcontractor receives $241,900. Insofar as defense sub- 
contracting is concerned, small business plays a large part numerically 
but a small part financially. 

And the assertion that small business does better at second- and 
third-tier subcontract levels does not stand up in the light of the 
committee’s survey. The fact is that although small business gets 
a larger share of the subcontract dollars at lower levels, the portion of 
the dollar going out to subcontractors diminishes steadily as the 
subcontracting structure deepens. 

This results from the nature of our manufacturing economy. A 
prime contractor wants to keep a certain degree of control over his 
subcontractors. When he places an order with them he expects 
them to do the bulk of the job. He does not expect and would not 
condone extensive sub-subcontracting and permits it only insofar as 
necessary. For this reason many military prime contractors have 
resisted suggestions that they insert subcontracting clauses in con- 
tracts which they place with their subcontractors. They simply do 
not wish to encourage sub-subcontracting, because they would thereby 
lose control over their sources of supply. 

The committee would not undertake to judge whether the statistics 
on small-business participation in military subcontracts are good or 
bad. There is no previous norm by which to gage them, and it would 
therefore be difficult to generalize. If one were to criticize and say 
that a particular manufacturer’s performance in the small-business 
area was poor, the answer might well be that the large prime has 
little or no choice, that he must place the bulk of his subcontracts with 
large concerns. For example, Boeing Airplane Co. noted in its report 
to the committee that, on the basis of special analyses, they estimate 
that 75 percent of the work which they place outside their company 
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must necessarily go to large concerns because of the complexity of the 
item or because it is proprietary in nature. Bendix Radio likewise 
noted that for similar reasons it had no choice but to place sizable 
amounts of its subcontracts with large companies but that small com- 
panies received 72.6 percent of the business which they were qualified 
to handle. Fruehauf Trailer Co. reported that on one large military 
contract where they placed over $11 million with large concerns, there 
was no choice possible with respect to 92 percent of this business. It 
had to be placed with large concerns for basic raw materials and 
specified components. 

The committee cannot escape the conclusion, however, that some 
major prime contractors have achieved outstanding records in imple- 
menting small-business policies. In terms of industries, the aircraft 
manufacturers have impressed the committee with the results achieved 
under their small-business programs. Cessna Aircraft Co. of Wichita, 
Kans., a relatively small airframe manufacturer serving as a major 
subcontractor to the larger companies, reported that all of its outside 
manufacturers, 48 in number, were small concerns and that as of 
December 1952 these concerns held nearly $3 million in subcontracts. 
Similar outstanding examples were found in the automotive and 
electronics fields, but they were encountered most frequently among 
aircraft manufacturers. In the opinion of your committee, this result 
can be attributed in part at least to the aggressive and imaginative 
approach utilized by the Air Force in selling its prime contractors on 
small business. The committee must reiterate its past admonitions 
to the Army and Navy to do likewise. 

All of the contractors approached by your committee during the 
subcontracting survey were extremely cordial and cooperative. The 
committee was disappointed, however, to note a completely negative 
approach toward small-business policies in some quarters. There 
were a few large companies which professed to be in complete agree- 
ment with the Congress and the Department of Defense on small- 
business policies, but when they were asked if they had any data which 
would indicate precisely what they were doing to implement those 
policies the response was nil. It was found that some companies, 
although signatories to defense contracts wherein they adopted the 
standard subcontracting clauses, kept no records and had no statistics 
which would tell them or the committee whether they were in fact 
subcontracting to small business. 

As your committee has noted elsewhere in this report, it would 
appear that a minimum compliance with the letter of the subcon- 
tracting clauses in defense contracts would require that a contractor 
know the size of his subcontractors. With this information at hand 
the computation of the dollars going to subcontractors, large and 
small, should be relatively simple. Indeed, there is considerable merit 
to the argument that a strict legal interpretation of the subcontracting 
clauses would indicate that defense contractors are bound to compile 
such information. Without regard to the legal niceties of the question, 
however, it would appear that a contractor wishing to comply merely 
with the spirit of the clauses would feel obliged to keep some sort of 
record to indicate the degree of small-business participation in his 
prime contracts. 

In this regard, it occurs to your committee that a periodic check of 
major military prime contractors to gage the volume of defense sub- 
contracts going to small business would be of considerable value to the 
Congress in its continuing interest in the problems of small business. 
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Such information would be of inestimable value to small concerns 
wishing to participate in defense subcontracting programs. Such a 
survey might well follow the lines of a study being conducted at the 
present time by the Air Force. That department has sought the 
voluntary assistance of major Air Force contractors in developing 
statistics relating to subcontracting. The form being utilized by the 
Air Force impresses your committee as being one well suited to the 
purpose of determining the degree of small-business participation in 
military procurement." 

There is no gainsaying the fact that a relatively few companies in 
this country receive a great preponderance of the contracts awarded 
by the military. There has been much criticism of this fact and 
many suggestions have been made looking toward a reversal of the 
trend. One suggestion that has received wide currency is one to the 
effect that we could insure a wider distribution of the defense dollar 
among America’s small plants if percentage figures were inserted in 
the standard subcontracting clauses. It is argued that the present 
clauses are ineffective because they are not sufficiently specific as to 
the amount of subcontracting a prime contractor must do. The 
argument continues that the insertion of percentage figures in the 
subcontracting clauses would enable small business to determine 
exactly what it was entitled to receive from a prime. 

Your committee has resisted this suggestion. It appears to be 
both unwise and impractical. A military prime contractor’s chief 
responsibility is to deliver defense material. He should have a rela- 
tively free hand to achieve that objective as he in his best judgment 
sees fit. To require a large manufacturer to subcontract a specific 
amount of his contract to small business would seriously impair his 
latitude of action and might thwart the whole defense program. If 
a prime contractor defaulted on his contract and could point to the 
subcontracting clause as the cause of his failure, the responsibility 
for that failure would lie not on the prime but on the agency requiring 
such a clause to be inserted in the contract. 

The military should, however, as a practical step in implementing 
their small-business programs, give serious consideration to the sub- 
contracting records of their prime contractors. Major manufacturers 
demonstrating aggressive and effective small-business subcontracting 
programs should be favored over others. 

In the judgment of your committee the present clauses are sufficient 
to accomplish congressional small-business objectives, but before those 
objectives can be achieved it will be necessary for the military depart- 
ments, particularly the Army and Navy, to develop closer liaison 
with their major contractors. The cooperation of those contractors 
must be enlisted to the end that small business may share to a much 
greater extent in the military procurement program. Small concerns 
feeling the pinch of our semimobilization economy are still coming to 
your committee in great numbers seeking contracts to enable them to 
stay in business. On the basis of your committee’s survey it would 
appear that there are opportunities for small concerns as subcon- 
tractors in major defense production programs. It is apparent, 
however, that full development of these opportunities will require 
closer cooperation between the military departments, major military 
prime contractors, and small concerns. Such cooperation should 
result in benefit for all. 


np 


" See appendix D (p. 31) for text of Air Force subcontracting questionnaire 
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ApPENDIx B 


Subcontracts to outside manufacturers 


{Dollar amounts in thousands} 


Total 
dollars to 
Prime contractors outside 
manufac- 
turers 
Beech Aircraft Corp. 17, 690 
Bendix Radio !. 65, 906 
Boving Airplane Co 857, 834 
Federal Telephone & Radio Corp.* 20, 010 
The Firestone Tire & Rubber Co 36, 287 | 
Fora Instrument Co.4 13, 704 
General Electric Co.4 53, 881 
Republic Aviation Corp. ‘ 405, 033 
Total. ‘ . 1,471, 245 | 


1 Division of Bendix Aviation Corp. 


2 Division of International Telephone & Telegraph Corp. 


3 Division of the Sperry Corp 





Percent 


of sub- 
contract 


dollars to 


small 
manu- 


| facturers | 


SUBCONTRACTS 


| Number | Number 
of all of small 
manu- manu- 
facturers | facturers 


Small 
manu- 
facturers 
@S per- 
cent of al) 
manu- 
facturer 





«GE data reflect open orders of 1 department of Electronics Division as of Dec. 31, 1952. 





APPENDIX C 


Survey of 2d-tier subcontracting 


[Dollar amounts in thousands] 





| Number 
of prin- Dollars 


Prime contractors subcon- | subcon- 


tractors | tractors | 


sampled 





Boeing Airplane Co 


Eastman Kodak Co...------- 11 | 815 
Ford Motor Co. : 1 | 490 | 
General Motors Corp : 3 75, 000 | 


Republic Aviation Corp 23 | 104,108 


cipal to 2d-tier 


44 | $130, 307 | 


tract 
dollars 
to small 
2d-tier 
subcon- 
tractors 


48.7 | 
81.2 | 
41.0 | 
40.0 | 
41.0 | 


59. 4 


63.4 | 


58.3 


of all of small 
2d-tier | 2d-tier 
subcon- | subcon- 
| tractors | tractors 


8,490 | 6,306 | 
NA NA | 
3, 399 2, 691 | 
500 | 2, 900 | 
2, 003 1, 8 | 
387 346 
594 | 463 


, 207 | = 13, 183 





Sikorsky Aircraft ! = 31 4, 624 | 
Westinghouse Electric Co_...-- 5 | 1, 754 | 
Wright Aeronautical ?_......- 78 | 37,192 | 

ar ataneenses 197 354, 290 | 


! Division of United Aircraft Corp. 
9 Division of Curtiss-Wright Corp. 


NA—Not available in time for publication. 


45.9 | 





31.8 140 129 

61.9 97 78 

21.8 | 32 318 | 

47.0 579 376 | 

62. 1 28 21 7 

58.9 60 56 % 

25.3 125 vl 72.8 

10.8 327 261 80.0 

22. 5 1, 788 1,330 | 74.4 
Percent Small 
of 2d-tier 2d-tier 
subcon- | Number | Number | subcon- 


tractors 


as percent 


of all 


2d-tier 


| subcon- 


tractors 


34,580 | 27, 527 
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APPENDIX D 


Arr Force SMALL-BUSINESS PROGRAM SUBCONTRACTING REPORT 


w 


gia eert ee ies Cece tO I 


Date Submitted __ Soe 
Prime Contractor’s Name & Address Name & Title of Official Submitting Report 


1, This report covers _-_- (number) Defense prime contracts, having an approxi- 
mate face value of - ._ for which this plant (or Division) has or had 
production responsibility, and which were received between _-_--- 195_- 
CT ee 


2. We estimate that __ percent of this amount will have been placed with outside 
sources before the completion of the contracts. 

Yin Coie ee I os a cn aewes we have paid out, or obligated, 
Defense contract dollars as follows: 

a ees with ____ (number) small business sources for services, articles 
or materials which go into our end product. 

a with .... (number) large business concerns for services or 
materials which generally are not susceptible of further subcontract- 
ing, and which go into our end product. 

@: Dicavian with ____ (number) large business concerns for services, 
articles, assemblies, ete., which are susceptible of further subcon- 
tracting, and which go into our end product. The five such sources 
receiving the largest dollar amounts are: , 


Name, Address, Dollar Amount 


4. As to any remaining balance of the amount estimated in 2 above which has 
not yet been paid or obligated to outside sources, we estimate that approxi- 
MOE Sede esses will be placed with small business concerns. 





[Reverse] 


Prime contractors who desire to compile statistics which will show the extent 
to which they are complying with the subcontracting clause in their prime con- 
tracts, would, by the use of this form, compile them in such manner as to make 
possible consolidation of the statistics secured by many prime contractors into 
one over-all set of figures. 

While the statistics referred to above relate to prime contracts, some prime 
contractors who also engage in a considerable amount of subcontracting to other 
prime contractors may find it to be more practical to include in their statistics 
those relating to their subcontracting activities on Defense contracts as well as 
their prime contracting activities. It would be preferable, however, to distin- 
guish between the two activities when it can readily be done. 

For purposes of this report, a small business concern is defined as any concern 
which, including its affiliates, employs in the aggregate fewer than 500 persons. 

Affiliates or subsidiaries of the prime contractor working up the report should 
be considered to be ‘‘outside sources’? and included among the large business 
concerns. 

This report could be executed in sufficient copies to permit the voluntary sub- 
*mission, by the prime contractor, of three copies to the Air Force Plant Rep- 
} resentative. 


: 
3 
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AMENDING SECTION 12 OF THE EXPORT CONTROL ACT 
OF 1949 


Apri 30 (legislative day, Aprit 6), 1953.— Ordered to be printed 


\lr. Capenart, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


(To accompany 8. 1739} 


The Committee on Banking and Currency, to whom was referred 
the bill (S. 1739) to amend section 12 of the Export Control Act of 
1949, having considered the same, report favorably thereon with an 
amendment and recommend that the bill as amended do pass, 


PURPOSE OF THE BILL 


The purpose of this bill is to extend the Export Control Act of 1949 
(Public Law 11, 81st Cong., as amended by Public Law 33, 82d Cong.), 
an act to provide for continuation of authority for the regulation of 
exports, and for other purposes 


teemabaeeres 


AMENDMENT 


Gib ib Seta: Miike 


As introduced, the Export Control Act of 1949 would have been 
continued for 5 years or until June 30, 1958. As amended, such law 
would be extended for 3 years or until June 30, 1956. 

Your committee is of the opinion that an extension of this law for 
3 years is adequate. It feels that the Congress should review fre- 
quently the operations and effectiveness of legislation of this type. 
At the same time, your committee recognizes that to be effective, a 
reasonable extension is essential in order that administrative problems 
may be minimized. 

GENERAL STATEMENT 


The Export Control Act of 1949 authorizes the President to control 
exports to the extent necessary to protect the domestic economy from 
excessive drain of scarce commodities, to safeguard the national secur- 
ity insofar as it might be affected by exports of strategic commodities, 
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2 AMEND SECTION 12 OF THE EXPORT CONTROL ACT OF 1949 


and to further our foreign policy. It grants the Executive discretion in 
determining which commodities should be controlled, in what amounts 
and to which designations. The President has authorized the Secre- 
tary of Commerce to exercise this authority. It is this broad and 
flexible authority that makes it possible for the executive branch to 
meet quickly changing situations. 

Your committee is convinced of the necessity for continuation of 
export controls to prevent the shipment or transshipment of strategic 
materials from the United States to potential enemies. This authority 
in the Executive has proved to be a most effective weapon. More- 
over, but to a lesser extent, your committee believes that it is neces- 
sary to continue export controls to protect the domestic economy from 
the excessive drain of scarce materials and to reduce the inflationary 
impact of any abnormal foreign demand for such scarce materials. 


LETTER FROM THE HONORABLE SINCLAIR WEEKS, THE SECRETARY OF COMMERC! 


THE SECRETARY OF COMMERCE, 
Washington 25, April 17, 1953. 
The Honorable Homer E. CapeHart, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 


Dear Mr. CHatRMAN: The present law authorizing the regulations of exports 
is the Export Control Act of 1949 which by its terms, as amended by the 82d 
Congress (Public Law 33), will expire on June 30, 1953. For reasons hereinafter 
indicated, I believe it is necessary that the Congress should at an early time 
extend that law. 

The authority to control exports in substantially its present statutory forn 
actually goes back to July 1940, but the nature, scope, and objectives of th« 
controls exercised thereunder have been modified from time to time to meet the 
changing needs of the national interest. The original purpose of export controls 
was to strengthen the national defense, and until our entry into the war, this 
objective was accomplished by limiting the export of the basic materials neede i 
for the armaments program. After Pearl Harbor, export controls were imposed 
over all materials of importance to the war-production program. They were 
also used to keep supplies from our enemies, and to restrict the quantities of 
scarce goods moving to our allies or to neutral countries for purposes not essentia! 
to the war effort. 

After the war, the number of commodities under control was steadily reduced 
However, in 1947, events both here and abroad required the reimposition of 
export control, to ease supply difficulties resulting from the continued upsurge of 
economic activity and to minimize the impact of increased demands from abroad 
This situation prevailed through the summer of 1948, when the supply situation 
for many materials was again eased. Early in 1948, however, in the interest of 
security, most exports to the Soviet Union and its satellites in Eastern Europe 
were placed under control. And, in 1949, as mainland China fell under Com- 
munist domination, stringent controls were also adopted with respect to that 
area of the world. By the spring of 1950, these controls were used almost exclu- 
sively for security purposes. 

After Korea, the situation on the supply side worsened as a result of the defense 
mobilization effort, and a considerable number of commodities were recontrolled 
for export to all destinations, but since mid-1952 an easing in supply of these 
items has been gradually resulting in the removal or relaxation of these controls 
on shipments to friendly destinations. On the security side, however, we ar 
continuing our strict surveillance over shipments of strategic goods to the Soviet 
bloc, directly or indirectly. 

The Export Control Act authorizes the President (who, in turn, has authorized 
the Secretary of Commerce) to control exports to the extent necessary to protect 
the domestic economy from excessive drain of scarce commodities, to safeguard 
the national security insofar as it might be affected by exports of strategic com- 
modities, and to further our foreign policy. It leaves to executive discretion the 
determination of which commodities should be controlled, in what amounts, and 
to which destinations. It is this broad and flexible authority granted by the 
Congress which has made it possible for the executive branch to meet quickly tlh 









Wate ETAL 


i as Fores, 


sat 


m 


re 


Ri 
; re 
pis 
7 lay 







AN 



















































rts 
82d 
ter 
ime 


rin 
the 
the 
Trois 
this 
dei 
ysed 
vere 
s of 


itial 


iced 
n of 
re of 
‘oad 
ution 
st of 
rope 
‘om- 
that 
xclu- 


fense 
olled 
these 
itrols 
e are 
‘oviet 


prized 
rotect 
guard 
com- 
ym the 
3, and 
Vv the 
iy the 


sieht a i RDB IR I atid RETRO AS 


eat 


aig: 


ER AA AEA TE 


po eae 


eye RRS siti 


tai tcl ah il cae cae 


AMEND SECTION 12 OF THE EXPORT CONTROL ACT OF 1949 3 


above-noted changing situations, and which, in my judgment, should now be re- 
newed. While we continue to hope that security considerations will someday 
become less important, there is little likelihood that we will be able in the near 
future to relax controls over exports of commodities having strategie significance. 
It is also probable that some degree of control will be necessary to safeguard the 
domestie supply position of a number of basic commodities. 

This administration has already declared and demonstrated its intention to 
eliminate direct economic controls at the earliest possible moment. I want to 
make clear, therefore, in suggesting renewal of existing export-control legislation, 
how I understand and how I propose to exercise this authority. There is a clear 
necessity for continuation of export controls to prevent the shipment or transship- 
ment of strategic materials from the United States to potential enemies. Other- 
wise, however, I believe that relaxation in domestic distribution controls should 
be accompanied insofar as possible by similar action with respect to controls on 
exports. I would expect, in general, to retain export controls for reasons of short 
supply only where needed as a counterpart of domestic distribution controls or in 
inusual cases where required in the interest of national security or foreign policy. 

During the last Congress, there was enacted the so-called Battle Act (Public 
Law 213, 82d Cong.), otherwise known as the Mutual Defense Assistance Control 
\ct of 1951, which declared it to be our national policy, so long as the aggressive 
and hostile attitude of the Soviet bloc continues, to deny them access to goods 
they need to make them militarily stronger. In addition, thus, to reaffirming 
our current policy regarding United States exports, the Congress provided therein 
for the withdrawal of economic aid from countries continuing to export to the 
Soviet bloe goods of primary strategie significance, and also authorized and 
directed the executive branch to work with friendly countries toward achieving 
effective export controls paralleling our own. 

rhe latter legislation contains no specified termination date, but it is my 
recommendation that the Export Control Act should be renewed only to June 30, 
1958. That date seems appropriate because, in our judgment, export controls 
of some nature will certainly be necessary at least until then, and an earlier 
termination date, requiring resubmission to the next Congress, would only 
complicate our administrative and budgetary problems. The law would still 
contain @ provision (sec. 12) for earlier termination by simple concurrent resolution 
of the Congress which does not require Presidential approvai. I also call to 
vour attention in this connection the provision (sec. 8) for quarterly operating 
reports to the Congress which, in effeet, requires us to keep the Congress fully 
and regularly informed as to the nature and continued necessity of our current 
activities in this field. 

Che Departments of State, Defense, and Agriculture, and the Director for 
Mutual Security concur in this recommendation, and we have also been advised 
by the Bureau of the Budget that it would interpose no objection to it. 

There is attached a draft bill for your consideration. Officials of my Depart- 
ment concerned with the administration of export controls will be glad to appear 
before your committee and furnish whatever additional information may be 
required. 

Sincerely yours, 
SInctaAiR WEEKS, 
Secretary of Commerce. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXTX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Export Controu Act or 1949 
(Public Law 11, 81st Cong., as amended by Public Law 33, 82d Cong.) 
AN ACT To provide for continuation of authority for the regulation of exports, and for other purposes. 


Be it enacted by the Senate and House of Representatives of the United States of 
America, in Congress assembled, That this Act may be cited as the “Export Con- 


S trol Act of 1949”. 


















































4 AMEND SECTION 12 OF THE EXPORT CONTROL ACT OF 1949 


FINDINGS 


(a) Certain materials continue in short supply at home and abroad so that the 
quantity of United States exports and their distribution among importing coun- 
tries affect the welfare of the domestic economy and have an important bearing 


upon the fulfillment of the foreign policy of the United States 4 
(b) The unrestricted export of materials without regard to their potential! : 
military significance may affect the national security 


zit Seas 


DECLARATION OF POLICY 


Sec. 2. The Congress hereby declares that it is the policy of the United States é 
to use export contro!s to the extent necessary (a) to protect the domestic economy : 
from the excessive drain of scarce materials and to reduce the inflationary impact 
of abnormal foreign demand; (b) to further the foreign policy of the United States 
and to aid in fulfilling its international responsibilities; and (¢) to exercise the 
necessary vigilance over exports from the standpoint of their significance to the 
national security. 

\UTHORITY 


Sec. 3. (a) To effectuate the polieies set forth in section 2 hereof, thé President 
may prohibit or curtail the exportation from the United States, its Territories, and 
possessions, of any articles, materials, or supplies, including technical data, . 
except under such rules and regulations as he shall prescribe. To the extent r 
necessary to achieve effective enforcement of this Act, such rules and regulations 
may apply to the financing, transporting, and other servicing of exports and the 
participation therein by any person. 

(b) The President may delegate the power, authority, and discretion conferred 
upon him by this Act to such departments, agencies, or officials of the Government 
as he may deem appropriate. t 

(c) The authority conferred by this section shall not be exercised with respect n 
to any agricultural commodity, including fats and oils, during any period for 
which the supply of such commodity is determined by the Secretary of Agriculture 
to be in excess of the requirements of the domestic economy, except to the extent 
required to effectuate the policies set forth in clause (b) or clause (¢) of section 2 
hereof. 

CONSULTATION AND STANDARDS 


Sec. 4. (a) In determining which articles, materials, or supplies shall be con- 
trolled hereunder, and in determining the extent to which exports thereof shall b: 
limited, any department, agency, or official making these determinations shall seek 
information and advice from the several executive departments and independent 
agencies concerned with aspects of our domestic and foreign policies and opera 5 
tions having an important bearing on exports. 5 

(b) In authorizing exports, full utilization of private competitive trade chan- | 
nels shall be encouraged insofar as practicable, giving consideration to the inter- | 7 
ests of small business, merchant exporters as well as producers, and established Sof : 
and new exporters, and provisions shall be made for representative trade consulta- 5 
tian to that end. In addition, there may be applied such other standards or tra 
criteria as may be deemed necessary by the head of such department or agency, Bor 
or official to carry out the policies of this Act. this 


VIOLATIONS 


Sec. 5. In case of the violation of any provision of this Act or any regulation a 
order, or license issued hereunder, such violator or violators, upon convictio! S Pre: 
shall be punished by a fine of not more than $10,000 or by imprisonment for not : 
more than one year, or by both such fine and imprisonment. 


ENFORCEMENT 


Sec. 6. (a) To the extent necessary or appropriate to the enforcement of this 
Act, the head of any department or agency exercising any functions hereunder 
(and officers or employees of such department or agency specifically designated 
by the head thereof) may make such investigations and obtain such informatio: 
from, require such reports or the keeping of such records by, make such inspectio! 
of the books, records, and other writings, premises, or property of, and take tly 
sworn testimony of, any person. In addition, such officers or employees may 
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idminister oaths or affirmations, and may by subpena require any person to appear 
and testify or to appear and produce books, records, and other writings, or both, 
and in case of contumacy by, or refusal to obey a subpena issued to, any such 
person, the district court of the United States for any district in which such person 
s fo ind or resides or transacts business, upon application, and after notice to any 
such person and hearing shall have jurisdiction to issue an order requiring such 
person to appear and give testimony or to appear and produce books, records, and 
othe ‘r writings, or both, and any failure to obey such order of the court may be 
inished by such court as a contempt thereof, 

b) No person shall be excused from complying with any requirements under 
his section beeause of his privilege against self-inerimination, but the immunity 
provisions of the Compulsory Testimony Act of February 11, 1893 (27 Stat. 443), 
shall apply with respect to any individual who specifically claims such privilege 

c) No department, agency, or official exercising any functions under this Act 
shall publish or disclose information obtained hereunder whieh is deemed eonfi 
jential or with reference to which a request for confidential treatment is mack 
by the person furnishing such information unless the head of such department or 
agency determines that the withholding thereof is contrary to the national interest 


aes ————— wehebiowN 


te 


EXEMPTION FROM ADMINISTRATIVE PROCEDURE ACT 


sec. 7. The functions exercised under this Act shall be exeluded from the 
yperation of the Administrative Procedure Act (60 Stat. 237), except as to the 
requirements of section 3 thereof. 


QUARTERLY REPORT 


sec. 8. The head of any department or agency, or official exercising any 
functions under this Act shall make a quarterly report, within forty-five days 
Pafter each quarter, to the President and to the Congress of his operations 
reunder, 
DEFINITION 


Sec. 9. The term “person”? as used herein shall include the singular and the 
plural and any individual, parthership, corporation, or other form of association 
cluding any government or agency thereof. 


EFFECT ON OTHER ACTS 


Sec. 10. The Act of February 15, 1936 (49 Stat. 1140), relating to the licensing 
of exports of tinplate scrap, is hereby superseded; but nothing contained in this 
» Act shall be construed to modify, repeal, supersede, or otherwise affect the 
© provisions of any other laws authorizing control over exports of any commodity 


Epiabin lia xi 


4 

‘ EFFECTIVE DATE 

= Sec. This Act shall take effect February 28, 1949, upon the expiration 
got soins 6 of the Act of July 2, 1940 (54 Stat. 714), as amended All outstand 
ng delegations, rules, regulations, orders, licenses, or other forms of admunis 


trative action under said section 6 of the Act of July 2, 1940, shall, until amended 
or revoked, remain in full force and effect, the same as if promulgated under 
this Act. 

TERMINATION DATE 


SEC, The authority granted herein shall terminate on June 30, [1953 
B 1956, A aia any prior date which the Congress by concurrent re ‘solution or the 
pPre side ‘nt may designate. 
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INVESTIGATING MEANS OF EXPANDING FOREIGN 
INVESTMENTS 


ApriL 30 (legislative day, Aprit 6), 1953.—Ordered to be printed 





\fr. CAPEHART, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


[To accompany 8S. Res. 25] 


The Committee on Banking and Currency, to whom was referred 
the Senate resolution (S. Res. 25) to investigate means to expand 
foreign investment and foreign trade, having considered the same, 
report favorably thereon with an amendment and recommend that the 
Senate resolution do pass. 

This resolution would authorize the Banking and Currency Com- 
mittee, or any duly authorized subcommittee thereof, to make « 
thorough study and investigation of the means and methods of in- 
creasing our international trade, through the operation of the Export- 
Import Bank, the International Bank for Reconstruction and Devel- 
opment, and such other agencies and devices as would facilitate in- 
creasing our investments abroad. 

It is your committee’s considered judgment, after discussing the 
subject matter of this resolution in a number of executive sessions, 
that the continued prosperity of our domestic economy and the 
economic and political stability of the world is to a large extent 
dependent on a high level of international trade. 

Your committee is agreed, however, that no longer should a high 
level of international trade be so dependent on programs of aid and 
assistance as has been required during these recent years. But dras- 


| tically to reduce the various programs of international aid and assist- 


7} ance, without at the same time providing some other means of taking 


| up the slack and further expanding trade between nations, would only 





accelerate in a downward spiral our international trade, and would 
i likely generate an international economic recession. It would 
be the surest way to promote and expand international communism 
It would nullify the effect of our international aid and assistance pro- 
grams thus far. It would enable the Communists, who would come 
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to possess and control the resources which these programs helped t 
develop, to destroy free trade and free nations. 

Your committee is convinced that the only way to establish a sound 
and enduring economic base for international peace is to make possible 
in the economies of friendly nations what we have demonstrated works 
so well in our own economy—free and sufficient capital to utilize more 
fully the most efficient and modern industrial techniques. And free 
capital, your committee understands, is capital which is free to moy 
to those areas and those industries where the chances appear best for 
an adequate return on the money invested. 

To become economically strong and achieve a sound basis for 
increasing prosperity, self-respecting and sovereign nations recognize, 
as does your committee, that programs of charity no longer suffice. 
Businessmen and intelligent citizens of these nations are anxious to 
make use of the tested tools of capitalistic enterprise. American 
entrepeneurs with all their know-how are ready and willing to cooper- 
ate in multiplying the productivity and purchasing power of all peoples 
of the world, and in much the same w ay and by similar means as it 
has been accomplished in this country. 

In working out a constructive foreign investment program, the 
“sine qua non” is, of course, fair treatment for the American investor 
abroad. There have been broad discussions and some specific sug- 
gestions regarding insurance programs, investment treaties, and other 
devices designed to act as incentives for foreign investment by 
American capital. Other proposals have been made to expand the 
authority and extend the operations of the Export-Import Bank and 
the International Bank and for the creation of other machinery to 
facilitate and expand international loans and credit. 

Your committee believes that in each of these various proposals 
there js, undoubtedly, much that is meritorious. But only by studying 
each of these proposals in the light of all other proposals, by projecting 
and examining carefully the various alternatives and re finements, and 
by considering them in their totality as an integral part of our economic 
and political life, can it be expected that a truly sound and feasible 
program of “trade not aid’’ be devised. 

Your committee is satisfied that for such a study as is proposed by 
this resolution to be successful, it must be both comprehensive and 
intensive. It will require, in addition to the effective use of its regular 
staff, a relatively small, well qualified staff of experts to assist your 

committee in studying and evaluating the numerous, complex, and 
highly technical proposals already existing, and in stimulating, assist- 
ing, and developing new proposals or refinements of existing ones. In 
addition to the staff, your committee, if this resolution is agreed to, 
intends to utilize the expert knowledge ‘and experience of the American 
businessmen, bankers, investors, labor, and agriculture by establishing 
an Advisory Council on Foreign Investment Expansion to the C om: 
mittee on Banking and Currency. The members of such a council 
would serve on a voluntary basis without pay. 

With the combined wisdom gained by hard work, study, investiga- 
tions, hearings, and other meetings, your committee, with the expert 
assistance of its staff and the Advisory Council, is confident that it will 
be able to recommend to the Senate and the various committees that 
may have jurisdiction a comprehensive, sound and acceptable way o/ 
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improving the climate for foreign investment and provide the basis for 


a high, durable, and stable level of international trade. 


Your committee is submitting a proposed budget to the Committee 


on Rules and Administration, for its approval, as follows: 


p 


and Administration 


| Gross annual 
rate 


fessional staff members 


2 professional assistants 8, 000 | 
5 ‘al and stenographic assistants eetboande Shcnahinatadinls 5, 500 


otal annual gross salaries. __ Sl 
Expenses in connection with Advisory Council 
porting services... . : ' 
Miscellaneous expenses: Phone, telegraph, supplies, postage, ete 
Mimeograph, multigraph, books, periodicals, clippings, ete 
lravel 


_ Estimated total budget for 1 —_—_—_—____ 


year. 
Funds requested for 22 months ; 
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»posed budget for study under S. Res. 25 to be submitted to the Committee on Rules 


$11, 646 





3 










| Gross annual 
total 


$34, 938 
16, 000 
27, 500 
78, 438 

5, 000 
4, 000 
2, 000 
1, 000 














10, 000 


100, 438 










150, 000 
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AMENDMENT TO THE NATIONAL BANKING ACT 


Apri 30 (legislative day, Aprit 6), 1953.—Ordered to be printed 


Mr. Gotpwarter, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


[To accompany 8. 1375] 


The Committee on Banking and Currency, to whom was referred 
the bill (S. 1375) to amend section 5210 of the Revised Statutes, 
having considered the same, report favorably thereon with an amend- 
ment and recommend that the bill S. 1375 as amended do pass. 


RE ALE RR Bi id PK mA EHS 


GENERAL STATEMENT 


This bill will eliminate the requirement that every national bank, as 
of the first Monday of July of each year, furnish a verified list of its 
shareholders to the Comptroller of the Currency. The annual delivery 
to the Comptroller of the Currency of a verified list of shareholders was 
required by the original National Banking Act of June 3, 1864. These 
lists of shareholders formerly were of value to the Comptroller in the 
following manner: 

First, they were used as a basic record in connection with collecting 
assessments from shareholders of insolvent national banking associa- 
tions, under the double-liability provisions imposed upon them until 
the passage of the Banking Act of 1933; and, second, the lists were 
used by the Comptroller of the Currency and his staff to determine 
whether the ownership of a national bank was closely or widely held, 
also to determine whether the ownership was primarily local or 
absentee, 

Section 22 of the Banking Act of ry as amended by section 304 of 
the Banking Act of 1935 (12 U. S. C. 64a), eliminated the double 
liability imposed upon the Mnasiditehs of national banking associa- 
tions with respect to all shares issued after June 16, 1933, “and pro- 
vision was made for the elimination of double liability on shares 
issued prior to that date upon compliance with certain publication 
requirements. Double liability terminated 6 months after a bank 
published notice in a local newspaper of prospective termination. 
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All but a few national banking associations have taken the necessary 
steps to eliminate the double liability on their shares. The second use 
for which the lists were required is now covered by present examination 
techniques. This information is secured by examiners during their 
regular semiannual examinations of national banks. Thus the 
reasons for the requirement that lists of stockholders be furnished to 
the Comptroller no longer exist. 

The present requirement is now an unnecessary burden on the 
banking associations, particularly the larger ones having numerous 
shareholders, and on the office of the Comptroller of the Currency 
Some of the nearly 5,000 national banking associations have as many 
as 8,000 shareholders, and it can be readily seen that for such banks 
it is no small task to make annual copies of their shareholder lists for 
the Comptroller's office. Under the existing law the Comptroller's 
Office mails out letters annually to all of the national banking associa- 
tions, apprising them of the statutory requirement and_ notifving 
them to submit their lists to the Comptroller. As the lists are 
received in the Office of the Comptroller they must be checked. It 
must be ascertained that lists have been received from all the associa- 
tions, and second letters must be written to those associations from 
which lists have not been received. The Comptroller stated that the 
lists are seldom referred to and, if needed, the Comptroller may demand 
a shareholder list in accordance with the proposed provision of this 
bill. 

In later years the shareholder lists have been used almost exclusively) 
in considering the relative merits of certain types of recapitalization 
programs, occasionally proposed by smaller national banks, or in 
assessing the severity of the fractional-share problem that would ensue 
through the payment of stock dividends or the sale of new capital 
stock. In all such instances it will be an easy task for the banks con- 
cerned to supply the Comptroller with a verified list of shareholders 
upon demand. The proposed legislation provides that any national 
bank upon which a demand therefor is made by the Comptroller must 
furnish to him within 10 days of the demand a copy of its shareholder 
list. 

AMENDMENT 


The Comptroller of the Currency informed your committee that all 
of the national banking associations of this country except 25 have 
taken the necessary steps to eliminate the double liability on their 
shares. These 25 banks, located in 14 States, have a total capital 
stock of $1,925,000, and total surplus, undivided profits, and reserves 
of $5,499,000. Their shareholders range from 6 to 89. The Comp- 
troller has written all of these banks, apprising them of the fact that 
because of their failure to take the necessary steps their stockholders 
are still subject to double liability in case of insolvency. For unknown 
reasons these banks, out of a total of almost 5,000, failed to relieve 
their stockholders of this double liability. 

The existence of the Federal Deposit Insurance Corporation, which 
insures deposits up to a maximum of $10,000, has made no longer 
necessary, or desirable, the double-liability feature of bank stock. 
Your committee feels that this double-liability obligation of all 
national-bank stocks should be terminated and, accordingly, favorably 
reports the following amendment to the bill: 
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Sec. 2. Section 22 of the Banking Act of 1933, as amended, is hereby amended 
adding at the end thereof the following sentence: ‘‘In the case of each asso- 


ciation which has not caused notice of such prospective termination of liability 


to be published prior to the effective date of this amendment, the Comptroller of 
Currency sh: ll cause such notice to be published in the manner provided in 
< section, and on the date six months subsequent to such publication by the 
Comptroller of the Curreney such additional liability shall cease.” 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics; existing 
law in which no change is proposed is shown in roman) : 


Section 5210 or THe ReviseD STATUTES 


rhe president and cashier of every national banking association shall cause to 
be kept at all times a full and correct list of the names and residences of all the 
shareholders in the association, and the number of shares held by each, in the 
office where its business is transacted. Such list shall be subject to the inspec- 
tion of all the shareholders and creditors of the association, and the officers 
authorized to assess taxes under State authority, during business hours of each 
lay in which business may be legally transacted. [A copy of such list, on the 
first Monday of July of each year, verified by the oath of such president or cash- 
shall be transmitted to the Comptroller of the Currency.] <A copy of such 
ified by the oath of such president or cashier, shall be transmitted to the Comp- 

troller of the Currency within ten days of any demand the refor made by him. 





BANKING Act oF 1933, AS AMENDED 


. * “ 2 * . * 

Sec, 22. The additional liability imposed upon shareholders in national bank- 
ing associations by the provisions of section 5151 of the Revised Statutes, as 
amended, and section 23 of the Federal Reserve Act, as amended (U. 8. C., 
title 12, sees. 63 and 64), shall not apply with respect to shares in any such asso- 
ciation issued after the date of enactment of this act.!. Such additional liability 
shall cease on July 1, 1937, with respect to all shares issued by any association 
which shall be transacting the business of banking on July 1, 1937: Provided, 
That not less than six months prior to such date, such association shall have 
caused notice of such prospective termination of liability to be published in a 
newspaper published in the city, town, or county in which such association is 
located, and if no newspaper is published in such city, town, or county, then in 
a newspaper of general circulation therein. If the association fail to give such 
notice as and when above provided, a termination of such additional liability 


| may thereafter be accomplished as of the date six months subsequent to publica- 
) tion in the manner above provided. Jn the case of each association which has not 
| caused notire of such prospective termination of liability to be published prior to the 


effective date of this amendment, the Comptroller of the Currency shall cause such 
notice to be published in the manner provided in this section, and on the date siz 
months subsequent to such publication by the Comptroller of the Currency such 
additional liability shall cease. 


Ss 


June 16, 1933. 
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LAW LIBRARY, 


APRIL 30 (legislative day, Aprit 6), 1953.—Ordered to be printed 


Mr. GotpwatTer, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


[To accompany 8. 1307] 


The Committee on Banking and Currency, to whom was referred 
the bill (S. 1307) to amend the act of December 23, 1944, author- 
izing certain transactions by disbursing officers of the United States, 
and for other purposes, having considered the same, report favorably 
thereon with an amendment and recommend that the bill S. 1307 as 
amended do pass. 

GENERAL STATEMENT 


The act of December 23, 1944 (58 Stat. 921), authorized disbursing 
officers, for official purposes, or for the accommodation of military, 
naval, and civilian personnel, and personnel of contractors and all 
authorized nongovernmental agencies operating with the Armed 
Forces of the United States, to cash and negotiate checks, drafts, bills 
of exchange, and other instruments payable in United States and 

foreign currencies, and to conduct exchange transactions involving 
United States and foreign currencies and coins, checks, drafts, bills of 
exchange, and other instruments. 

However, the authority conferred by the act as extended will expire 
'on July 1, 1953, pursuant to the provisions of Public Law 12, 83d 
_ Congress, approved March 31, 1953. 

_ The authority has been essential to permit disbursing officers to 
“make payments in foreign currencies in connection with the wide- 
‘spread military and civilian activities of the United States Govern- 
)ment throughout the world. It has also served a very useful purpose 
4in providing check cashing and exchange facilities for military, naval, 
jand civilian personnel in areas where no banking facilities have been 
savailable. It now appears that factors comparable to those which 
jled to the enactment of the legislation in the first instance will continue 
| sto exist. Under such circumstances, the Secretary of the Treasury 
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recommended that the authority be made permanent and the bill 
as introduced would have followed that recommendation. 

In addition, several other modifications in the act are considered 
desirable by the Secretary of the Treasury in the light of problems 
that have arisen in connection with operations under it. The bill as 
now reported contains these other modifications. With respect 
to personnel of contractors and personnel of authorized nongovern- 
mental agencies, the check cashing and exchange authority is pres- 
ently limited to personnel of such contractors or agencies operating 
with the Armed Forces of the United States. Other agencies of the 
Government apart from the Armed Forces operate abroad and per- 
sonnel of the contractors and of the authorized nongovernmental 
agencies operating with such other agencies should be given treat- 
ment identical to that accorded to personnel of contractors and of 
authorized nongovernmental agencies operating with the Armed 
Forces. Also, it is considered desirable that the check cashing and 
exchange benefits be accorded to contractors operating with agencies 
of the Government as well as the personnel of such contractors, as 
this would make it possible for the contractors themselves to deal 
directly with the disbursing officers of the Government and thus 
obtain the necessary funds to pay their employees directly in foreign 
currency, eliminating the inconvenience of requiring each employee 
individually to obtain foreign currency from a Government disbursing 
officer. 

The fact that the act is presently limited to military, naval, and 
civilian personnel and personnel of contractors and authorized non- 
governmental agencies operating with the Armed Forces makes it 
inapplicable to United States citizens merely living abroad who 
receive United States Treasurer’s checks in payment for retirement 
benefits or other governmental obligations. In some cases, where 
banking facilities have been unavailable in a foreign country, severe 
hardship has resulted from the inability of disbursing officers to make 
payments to such United States citizen payees of United States 
Treasurer’s checks. It is believed that the authority should be 
modified to the extent that it will permit disbursing officers in foreign 
countries to cash Treasurer’s checks when presented for cashing by the 
original payee, if other banking facilities are not available and the 
pavee is a United States citizen. 

Further, while the act does not so explicitly provide, it has been 
used as the basis of authority whereby disbursing officers cash checks 
for hospitalized veterans where the individuals concerned are «not 
able to avail themselves of the check-cashing facilities of local banking 
institutions or where such facilities do not exist. It is considered 
advisable to confirm expressly this practice by the addition of specific 
language to the act. For convenience of all other veterans hospitalized 
or domiciled in institutions operated by the Veterans’ Administration 
or other United States Government agencies, such benefits are also 
extended to them. 

The act in its present form provides that any gains in the accounts 
of disbursing officers of the United States resulting from operations 


under the act shall be paid into the Treasury as miscellaneous receipts. | 


It also authorizes such appropriations as may be necessary to adjus' 
any deficiencies in the accounts of disbursing officers which may result 
from such operations. However, the Comptroller General has ruled 
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that the act as it now stands requires that every gain must be covered 
into miscellaneous receipts and that a deficiency appropriation must 
be obtained for every loss. Such a procedure causes a distorted pic- 
ture of the net result of operations under the act in that the extent of 
the losses is exaggerated beyond its true significance. The Treasury 
Department feels that a more accurate picture of operations could 
be obtained if it were permissible to charge off losses against gains 
annually as in any ordinary business enterprise. Under the suggested 
procedure, the net losses of one disbursing officer could be charged 
off against the net gains of another who is a disbursing officer of the 
same agency or is disbursing under a delegation of authority from the 
same source. Thus, the accounts of the Chief Disbursing Officer of 
the Treasury Department would reflect the net gain or loss from all 
operations under the act conducted under his authority and a deficiency 
appropriation would be requested only for net losses. A similar pro- 
cedure could apply respectively to the accounts of agencies with 
independent disbursing authority such as the Army, the Navy, and 
the Air Force. 

Finally, the act authorizes the Secretary of the Treasury to issue 
regulations governing disbursing officers under his authority to issue 
regulations to the head of another agency in cases where disbursing 
officers operating under a delegation of authority from the Secretary 
of the Treasury are emplovees of and are disbursing in behalf of such 
other agency. Such authority to delegate is considered necessary 
and is provided in the bill as reported. 


AMENDMENT 


As introduced, the bill would have made permanent the act as 
amended by the bill. Your committee amended the bill to provide a 
termination date of June 30, 1954. This will assure the Congress an 
opportunity to review operations under the act as amended by this 
bill now favorably reported by your committee. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


THe Act oF DECEMBER 23, 1944 (58 Star. 921; U. S. C., 1946 Eprrion, Tire 
50 App., Secs. 1705-1707) 


Section 1. Subject to regulations promulgated pursuant to this Act, disbursing 
officers of the United States are [hereby] authorized, for official purposes, or 
for the accommodation of [military, naval,] members of the Armed Forces and 
civilian personnel of the United States Government, veterans of the Armed Forces 
of the United States hospitalized or domiciled in institutions operated by the Veterans’ 
Administration and other institutions operated by agencies of the United States 
Government, contractors engaged in United States Tesceaniaei projects and the 
personnel of such contractors, and personnel of authorized nongovernmental 
agencies operating with [the armed forces] agencies of the United States, to 
cash and negotiate checks, drafts, bills of exchange, and other instruments pay- 
able in United States and foreign currencies, and to conduct exchange transac- 
tions involving United States and foreign currency and coin, checks, drafts, 
bills of exchange, and other instruments[.J; and when satisfactory banking 
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facilities are not available, disbursing officers of the United States in foreign countries 
are also authorized, for the accommodation of any person who is a United States 
citizen, to cash checks drawn on the Treasurer of the United States: Provided, That 
such checks are presented by the person to whose order they are drawn. Any official 
funds which are held by Lsuch} disbursing officers of the United States and which 
are available for expenditure may, with the approval of the head of the agency 
having jurisdiction over such funds, be utilized for [this purpose] these purposes. 

Sec. 2. Any gains in the accounts of disbursing officers of the United States 
resulting from operations permitted by this Act shall be paid into the Treasury 
as miscellaneous receipts. There are hereby authorized to be appropriated, out 
of any money in the Treasury not otherwise appropriated, such amounts as may 
be necessary to adjust any deficiences in the accounts of disbursing officers of 
the United States which may result from such operations. For the purposes of 
this section, the heads of agencies having jurisdiction over disbursing officers of the 
United States are authorized, on a fiscal year basis, to apply gains to offset deficiencies 
in the accounts of such disbursing officers. 

Sec. 3. The Secretary of the Treasury and, with the concurrence of the Sec- 
retary of the Treasury, the heads of other [executive departments] agencies 
having jurisdiction over disbursing officers of the United States are hereby author- 
ized respectively to issue such rules and regulations, governing the disbursing 
officers under their respective jurisdictions, as may be deemed necessary or proper 
to carry out the purposes of this Act[[.]: Provided, That the Secretary of the Treas- 
ury may delegate to the head of any agency, subject to such terms and conditions as 
he may prescribe, authority to issue such rules and regulations governing disbursing 
officers who are officers or employees of such agency and exercise the function of 
disbursement pursuant to a delegation by the Secretary of the Treasury. 

Sec. 4. The provisions of this Act shall [be effective trom and after December 7, 
1941, and shall remain in force during the continuance of the present war and tor 
six months after the termination of the war, or until such earlier time as the 
Congress by concurrent resolution or the President may designate.] terminate on 
June 30, 1954) 

1 The Act of December 23, 1944, was successively extended through July 1, 1953, without specifically 
amending its provisions. See Public Law 313, approved April 14, 1952 (June 1, 1952, termination); Public 


Law 368, approved May 28, 1952 (June 15, 1952, termination); Publie Law 450, approved July 3, 1952 (April 1, 
1953, termination); and Public Law 12, approved March 31, 1953 (July 1, 1953, termination). 
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AUTHORIZE AND REQUEST THE PRESIDENT fO!- 
PROMOTE CERTAIN NAVAL OFFICERS , 


i 


APRIL 30 (legislative day, Apri 6), 1953.—Ordered to be printed 


Mr. SALTONSTALL, from the Committee on Armed Services, submitted 
the following 


REPORT 
[To accompany 8S. 1063] 


The Committee on Armed Services, to whom was referred the bill 
(S. 1063) to authorize and request the President to promote certain 
naval officers, and for other purposes, having considered the same, 
report favorably thereon with amendments and recommend that the 
bill as amended do pass. 


AMENDMENTS TO THE BILL 


Strike out all after the enacting clause and substitute in lieu thereof 
the following: 


That the Secretary of the Navy is directed to appoint a board of commissioned 
Naval and Marine Corps officers within six months of the date of approval of this 
Act to review the records of commissioned officers on the active or retired list of 
the Regular Navy and Marine Corps who failed of advancement at any time 
between June 30, 1942 and August 7, 1947, to determine if there was any error, 
administrative delay, oversight, or injustice that caused the officer concerned to 
fail of an advancement in grade or rank which would otherwise have been made. 
The board shall consider all matters of record and receive new matter introduced 
by affidavit, deposition, or personal appearance of the officer concerned at his 
own request in order to determine whether or not any error, oversight, adminis- 
trative delay, or injustice operated to the disadvantage of the officer concerned 
and caused a failure of advancement otherwise due. 

Sec. 2. Upon the determination by the board that an error, oversight, adminis- 
trative delay, or injustice occurred that substantially prejudiced the officer con- 
cerned, the board shall consider, determine, and recommend the grade or rank to 
which the officer so prejudiced shall be advanced and the date of commission 
which should be issued in order to restore such officer to the position on active 
duty or on the retired list which he would have occupied but for the error, over- 
sight, administrative delay, or injustice: Provided, That no advancement to a 
grade or rank higher than that of captain in the Navy or colonel in the Marine 
Corps shall be recommended by the board. 

Sec. 3. The Secretary of the Navy shall review the recommendations of the 
board and, in anv case approved by him shall promote such officer, subject to the 
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approval of the President in each case, to such grade or rank as the board may 
recommend and issue a commission with the date of rank recommended by the 
board. The approval or disapproval of the President in each case shall finally 
and conclusively determine the rights of officers coneerned: Provided, That no 
officer who is on the retired list on the date of approval of this Act shall be placed 
on active duty by the operation of this Act. 

Sec. 4. The pay and allowances of any such officer advanced to a higher grade 
or rank in accordance with the provisions of this Act shall commence on the 
date of the approval of his case by the President, and shall be the and pay allow- 
ances of an officer of similar length of service in the grade or rank to which ad- 
vanced. Officers advanced in accordance with the provisions of this Act, if 
in excess of the authorized number of the grade to which promoted, shall be 
carried as extra numbers in that grade. 

Sec. 5. Officers on the active list advanced under the provisions of this Act 
shall be promoted by the Secretary of the Navy only after establishing their 
fitness for promotion in accordance with sections 1493 and 1496 of the Revised 
Statutes. 


Amend the title of the bill so as to read: 


A bill to authorize the Secretary of the Navy to review the records of com- 
missioned naval officers who failed of advancement during the war, and for other 
purposes. 

LEGISLATIVE HISTORY 


This bill, as amended, is identical to S. 780, 81st Congress, as 
amended, which was unanimously reported by the Senate Committee 
on Armed Services on June 23, 1949, and passed by the Senate on 
July 6, 1949. The bill was reported favorably by the House Commit- 
tee on August 29, 1950, but was not passed by the House. 

Although S. 780 as introduced in the 81st Congress referred only to 
the case of Comdr. Edward White Rawlins, United ‘States Navy, 
retired, whereas the pending bill, as introduced, referred to Commander 
Rawlins and Comdr. Edward K. Shanahan, United States Navy, 
retired, the report on this legislation filed in the 81st Congress by the 
Senate Committee on Armed Services is still pertinent to the case and 
is quoted in full below: 


PURPOSE OF THE BILL 


The purpose of this bill, as amended, is to require a review to be made of the 
records of officers who failed of promotion as a result of panel action to other than 
flag rank in the Regular Navy and Marine Corps. 


EXPLANATION OF THE BILL 


As originally introduced, this bill would bave provided for the promotion of 
Comdr. Edward White Rawlins, United States Navy, to the permanent rank of 
captain due to alleged injustices brought about by the operation of the so-called 
promotion panel system. During the course of the committee’s hearings on this 
bill, it was developed that during the period from July 24, 1941, to August 7, 1947, 
the so-called selection-board procedures of the Navy were not in operation due to 
the urgencies of the war situation. In lieu thereof a panel system was adopted 
tor promotions up to and including the rank of captain. A slightly different 
procedure was used for promotions to flag rank. Evidence before the committee 
indicated that the panel system was an expedient whereby designated officers, 
usually in addition to other duties would, at such times as circumstances permitted, 
review the records of officers for promotion to the next higher rank. The members 
of these panels did not meet as a body but rendered individual recommendation 
and reports on the cases reviewed by them. 

In the specific case of Commander Rawlins, there was evidence that he was 3! 
officer of excellent abilities with a long and favorable record in the{Navy. Appar 
ently due to the iact that a less favorable, although not unsatisfactory, fitnes 
report was filed on Commander Rawlins at about the time he was considered by 4 
panel for promotion to the rank of captain, he was passed over by that pane 
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Subsequent panels, either as a result of the action ot the first or because of their 
consideration of the same records, also failed to nominate him for promotion to 
captain. Evidence was submitted to the committee, both in verbs! testimony 
and in the torm of letters to the committee by highly placed officials of the Navy 
Department, including many former superiors of Rawlins, to the effect that they 
felt an injustice had been done. The record shows that with the exception of this 
one fitness report he had an excellent record within the Navy Department and in 
fact was decorated for his performance of duty during the period in question. 
The Navy Department officially opposes approval of the bill as introduced. On 
the other hand there was complete unanimity among even the official representa- 
tives of the Navy Department that Commander Rawlins was and is qualified to 
perform the duties of captain. 

In the light of all the evidence introduced before the committee it was the 
opinion that the case presented in behalf of Commander Rawlins had considerable 
merit. Further, it was apparent that the panel system quite easily could have 
worked injustices upon other deserving officers. On the other hand, the com- 
mittee did not feel that it was appropriate for the Congress to attempt to correct 
mistakes of this character by legislation on specific cases. The Navy Department 
does not feel that existing legal authorities contained in the Legislative Reorganization 
Act concerning the correction of military and naval records are adequate to cover 
this type of case. The committee is aware of the fact that there are similar cases to 
that presented by Commander Rawlins. There are approximately 609 cases of 
failure of promotion below flag rank during the time that the panel system was in 
operation. The committee has been approached by others with requests for 
legislative assistance of this type. It should be pointed out that the Navy Depart- 
ment has already reviewed the cases of those persons who failed of selection one 
time as a result of the panel system. 

It is the considered opinion of the committee that this review was inadequate 
because of the circumstances surrounding the operation of such a system. If a 
man failed of selection once that fact very frequently would militate against him 
when future panels considered his case. Therefore, to avoid piecemeal legislation 
and yet provide relief for Commander Rawlins, the committee has amended the 
bill to direct the Secretary of the Navy to convene a board which will review the 
records of commissioned officers on the active or retired list of the Regular Navy 
and Marine Corps who failed of selection during the period this panel system was in 
operation. If the record or new evidence indicates that an injustice has been done 
the board is authorized to recommend the grade or rank to which the officer so 
prejudiced should be advanced. This authority is limited to preclude any 
advancement to flag rank. The recommendations of this board are subject to the 
approval of the Secretary of the Navy and the President. No back pay and 
allowances will be granted in such cases. By such general legislation the com- 
mittee believes that this entire group of debatable cases can be disposed of once 
and for all, and that a great deal of time and effort which has been devoted to 
individual cases in the past can be avoided. 

The fiscal effects of this bill are impossible to ascertain at this time, as that would 
be contingent upon the number of persons who might be advanced within the 
Department, in which event such persons will receive the pay and allowances 
appropriate to that grade. 


DEPARTMENTAL RECOMMENDATION 


A report on the original text of S. 1063 filed with the Committee 


' on Armed Services by the Department of the Navy appears below 


and is hereby made a part of this report: 


DEPARTMENT OF THE NAVY, 
OFFICE OF THE JUDGE ADVOCATE GENERAL, 
Washington 25, D. C., April 13, 1953. 


Hon. Levererr SALTONSTALL, 


Chairman, Committee on Armed Services, 
United States Senate, Washington 25, D. C. 


My Dear Mr. CuarrMan: Your request to the Secretary of Defense for the 


) views and recommendations of the Department of Defense on the bill S. 1063 to 


authorize and request the President to promote certain naval officers, and for 
other purposes, has been assigned to the Department of the Navy for the prepara- 
tion of a report thereon expressing the views of the Department of Defense. 


4 AUTHORIZE AND REQUEST PROMOTION OF CERTAIN NAVAL OFFICERS 


The purposes of 8. 1063 are: (1) to authorize the promotion to the grade of 
captain of any commanders, United States Navy, active or retired, who meet 
either of two detailed sets of qualifications; (2) to restore such officers, if retired 
to the active list of the Navy if they so request; and (3) to give them, retroactively, 
pay and emoluments based on the grade of captain from the dates such compensa- 
tion would have commenced if they had been promoted to the grade of captain 
without loss of numbers on the lineal list. 

Although the bill ostensibly is a publie bill, the sets of qualifications stated in 
the bill limit its applicability, as far as the Department of the Navy is aware, to 
Comdr. Edward W. Rawlins, United States Navy, retired, who meets the require- 
ments of subsection 1 (a), and to Comdr. Edward K. Shanahan, United States 
Navy, retired, who meets the requirements of subsection 1 (b). The bill is there- 
fore considered to be for the relief of the above-mentioned officers only, and, for 
the purpose of a report thereon, is treated as private legislation. 

Both Commanders Rawlins and Shanahan failed of selection for promotion 
during World War II and, not having been recommended for promotion by selec- 
tion boards or panels convened since, have been placed on the retired list under 
applicable provisions of law. 

In order to indieate the extensive consideration given by the Department of 
the Navy to these two officers prior to their retirement, the promotion procedures 
and reviews which were applicable to them, as well as to other officers similarly 
affected, are outlined in some detail in the following paragraphs. 

The act of Julv 24, 1941 (55 Stat. 603), as amended, provided authority to 
appoint temporarily officers of the Regular and Reserve components of the nava 
serviee to higher ranks or grades, On June 30, 1942, the permanent promotion 
or advancement of officers of the naval service was suspended, and from that date 
until August 7, 1917, the date of approval of the Officer Personnel Act of 1947, 
officers were temporarily appointed pursuant to the said act of July 24, 1941 

The administrative procedures set up for the promotion of officers, including 
Commanders Rawlins and Shanahan, under the act of Julv 24, 1941, were as 
adequate, thorough, fair, and impartial as could be devised under the wartime 
conditions then existing. Instead of ordering senior officers to Washington to 
sit on selection boards, with consequent interference with the war effort, th 
names of eligible officers were submitted to members of a selection panel. The 
individual members of these panels, without meeting formally, indicated thos 
officers from the list of eligibles whom they considered qualified for temporary 
promotion. To be promoted under these procedures, it was necessary only that 
an eligible officer be recommended by a simple majority of the selection panel (as 
contrasted with the two-thirds requirement for statutory selection boards); fur- 
thermore, he needed to be considered only ‘qualified for promotion” to receiv 
an affirmative vote, whereas, under statutory selection board procedures, thi 
corresponding requirement is “‘best fitted for promotion.”’ In addition, a higher 
percentage of eligible officers was promoted during the period these selectior 
panel procedures were in effect, thereby further increasing the individual oppor- 
tunity for promotion. The relatively small number of officers who failed of 
promotion after being considered by one panel, were again considered by subse- 
q ent panels and many were thereafter found qualified, and were promoted. — In 
fact, some officers were recommended for promotion and were promoted after 
having been ‘passed over’? by as many as five preceding panels. 

It is evident that the wartime promotion panel system was a generous, libera 
system from the standpoint of the individual officer. Like the statutory selectior 
board system, it had its own review procedure, in that succeeding panels reviewed, 
and often acted favorably on, cases of officers previously not recommended. — Asid 
from its fair treatment of the individual officer, the wartime selection pane 
system also met the needs of the Navy in making available for promotion qualified 
officers ready to undertake increased responsibilities. 

Due to the rapid promotions of large numbers oi officers during World War I! 
some officers suffered an undue loss of precedence due to delays in establishing 
their physical or professional qualifications efter having been recommended for 
promotion by a selection panel. ‘To rectify this situation, the Department of 
the Navy, in 1946, established a special panel to review such cases with the result 
that equitable adjustments were made in a number of meritorious cases. 

Later in 1947, the Department of the Navy set up another special board | 
review the cases of officers who tailed of selection by one selection panel but were 
recommended for promotion by the next selection panel to consider them, a! 
subsequently were promoted. Many officers in this group also suffered an undu’ 
loss of precedence. As a result of the recommendations by this board, the prec- 
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dence of a considerable number of officers in this group was adjusted upward, thus 
alleviating the effect of their original failure of selection 

In addition, all officers who were not promoted under the wartime panel system, 
and who remained on active duty after 1947, were considered by one or more 
statutory selection boards under the Officer Personnel Act of 1947 This turther 

onsideration resulted in the promotion of some of those officers on the basis of 
their overall performance of duty up to the time they were considered by the 
statutory selection board. 

In summary, the cases of officers who failed of selection by a World War II 
selection panel have had the following reviews: 

1. The self-review inherent in the wartime selection panel system 
2. The 1946 review panel. 
3. The 1947 review a 
1. The review by the statutory selection board system since 1947 

\s a result of these reviews, the officers concerned subsequently have been pro- 
moted, or have had their precedence adjusted, in all known deserving cases 

Since Commanders Rawlins and Shanahan received the full benefit of the fore- 
going reviews of their original nonselection, and were not recommended for 
promotion by any of the several selection panels or boards which considered their 
cases while they were on the active list, the Department of the Navy is firmly of 
the opinion that these two officers should not now be promoted on the retired list 

This legislation has other provisions which make its enactment undesirable 
Those provisions of the bill which would promote these two officers on the retired 
list, retroactively grant them increased pay and allowances based on the next 
higher grade, and restore them to the aetive list if they so request, are all special 
benefits and are manifestly unfair and discriminatory against other officers 
retired under the same or similar circumstances. In addition, the retroactive- 
pay-increase provision would grant each of these two officers several years retro- 
active increase in pay based on the rank of captain, when they have not served 
the Navy in that rank for even a single day; otherwise expressed, this provision 
would result in unearned payments. 

That provision of the bill which would restore these two officers to the active list 
of the Navy if they so request has several other undesirable aspects. In the first 
place, if either of these two officers desires to return to active duty, existing law 
and regulations make ample provision for the submission and consideration of 
such a request. Secondly, the Secretary of the Navy already has legal authority 
to recall retired officers of the Navy to active duty and may, under that authority, 
recall Commanders Rawlins and Shanahan to active duty, voluntarily or involun- 
tarily, if he considers their services are required by the Navy. Since the Secretary 
of the Navy already has authority to recall these two officers to active duty, it is 
unnecessary to confer authority upon him to restore them to the active list. 
Furthermore, a requirement that the Secretary of the Navy restore officers to 
the active list at the sole option of the individual officer is not only an undue 
restriction on the discretion of the Secretary in this respect, but might well result 
in the mandatory restoration to active duty of retired officers whose services 
are not needed and who cannot profitably be employed on active duty. 

In view of the foregoing, the Department of the Navy, on behalf of the Depart- 
ment of Defense, is opposed to the enactment of 8. 1063. 

This report has been coordinated within the Department of Defense in 
accordance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of the Budget 
that there is no objection to the submission of this report on 8. 1063 to the 
Congress. 

Vor the Secretary of the Navy. 

Sincerely yours, 
Ira H. Nunn, 
Rear Admiral, United Statea Navy, 
Judge Advocate General of the Navy 
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Mr. SALTONSTALL, from the Committee on Armed Services, submitted 
the following 







REPORT 


(To accompany 8S. 1805] 







The Committee on Armed Services, having had under consideration 
the matter of effective aeronautical research, report the bill (S. 1805) 
to promote the national defense by authorizing the construction of 
aeronautical research facilities and the acquisition of land by the 
National Advisory Committee for Aeronautics necessary to the 
ellective prosecution of aeronautical research, and recommend that 
it do pass. 








PURPOSE OF THE BILL 





The purpose of the bill is to provide the National Advisory Com- 
mittee for Aeronautics with the necessary authorization to enable 
it to carry out its construction program contemplated for fiscal year 
1954, 

The bill would authorize the appropriation of not to exceed $4,536,- 


© 00 for the technical facilities required and acquisition of 10 acres 
of land. 








EXPLANATION OF THE BILL 





National Advisory Committee for Aeronautics 


This Committee was originally authorized by the act of March 3, 
1915. Its organization and functions were brought up to date by 
the act of May 2 25, 1948. 

The Committee is composed of not to exceed 17 members, all 
appointed by the President and all serving as such without com- 
pensation. The membership of the C age includes representa- 
tives from the Air Force, the Navy, Civil Aeronautics Administra- 
tion, the Smithsonian Institution, the United States Weather Bureau, 


26006 
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National Bureau of Standards, Research and Development Board 
and not more than seven other members selected from persons 

acquainted with the needs of aeronautical science or skilled in 
aeronautical engineering or its allied sciences. 

The general purposes of the Committee are indicated below: 
Coordinate the research needs of aviation, civil and military 
Prevent duplication in the field of aeronautical research. 
Conduct, under unified control of the Committee, scientific 

aeronautical research, including: 

(a2) Special investigations in the nature of applied research on 
problems submitted by the Air Force and Navy for immediate 
improvement in performance of military and naval aircraft. 

(6) Fundamental researches instituted by the Committee on 
its own initiative or authorized upon request of the Air Force, 
Navy, or Civil Aeronautics Authority to increase speed, safety, 
and economy of operation of atreraft, military and civil. 

Advise the Departments of the Air Force and Navy, the Civil 
Aeronautics Authority, and the aviation industry as to the latest 
research information. 

Consider merits of aeronautical inventions submitted by the 
public to any agency of the Government. 

On request of the President, the Congress, or any executive 
agency, to advise upon any special problem in aeronautics which 
may be referred to it. 

Specific authority to undertake construction 

Subsection | (b) of the act of August 8, 1950, gives to the Committee 
its basic authority to undertake additional construction. This sub- 
section is the one referred to in the first sentence of the bill and author- 
izes the Committee: 

(b) to acquire additional land for, undertake additional construction at, and pur- 
chase and_ install additional equipment for, existing laboratories and_ research 
stations under its direction; 

General description of the construction authorized by the bill 

The construction to be authorized by the bill is summarized below 
The general description of the six projects included in the summary is 
shown immediately following the table: 


Summary 
Langley Laboratory: 


Boundary-layer control system for 8-foot transonice tunnel__-._ $1, 236, 200 
20-inch variable Mach number facility ‘ 1, 772, 490 
Increased capacity for the Stratton Road substation 226, 600 
Wallops Station: tepl: icement of preflight jet heat accumul: utor___- 310, 000 

Ames Laboratory: Extending speed range of 1- by 3-foot supersonic 
tunnel LG EE, cs -etneayre Pee 990, 700 
Lewis Laboratory: Land acquisition - - - ‘ ‘ 10 
Total authorized by the bill - , ei st ... 4, 536, 000 


Langley Laboratory 

The installation of a boundary-layer control system will increase 
the useful speed range of the Langley Laboratory 8-foot transonic 
tunnel to include the maximum speeds of existing supersonic tunnels 
and will permit research on critical problems in the upper transonic 
speed range. ‘ 
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The 20-inch variable Mach number facility is for the study of very- 
high-speed missiles above Mach number 3.5. 

The increase in the capacity of the Stratton Road substation will 
permit the more effective operation of newly completed research facili- 
ties at the Langley Laboratory. 

Wallops Station 

The presence of high temperature and salt atmosphere has scaled 

and corroded the existing heat accumulator at the Wallops Station; a 


replacement constructed of nonscaling material will eliminate the 
necessity of costly repairs to models and delays to research programs. 


Ames Laboratory 


The installation of an additional compressor and modifications to 
the existing compressor units and tunnel structure will permit doubling 
of the maximum speed of the 1- by 3-foot supersonic tunnel at the 
Ames Laboratory. 


Lewis Laboratory 


The construction of new runways adjacent to the Lewis Laboratory 
has made certain portions of the laboratory site unusable for future 
construction. In recognition of the detrimental effect of these new 
runways on the NACA, the city of Cleveland has taken all necessary 
actions on its part to convey title to 9.8 acres of adjacent land to the 
United States Government for the nominal sum of $10. 

The construction outlined generally by the foregoing comments is 
of a highly technical nature and is discussed in greater detail elsewhere 
in this report. 

Coordination among research programs 

The committee examined in particular detail the degree of co- 
ordination among aeronautical research programs which has been 
effected among the various agencies so as to insure against waste and 
duplication. 

The committee was informed by the Director of the NACA that the 
construction authorized by the bill in no sense duplicates facilities 
which are now available elsewhere. Further, these facilities have 
been decided upon after consultation with other agencies having 
responsibility in this field and represent the requirements of a unified 
and coordinated program. 


Interproject transfers 

The authority proposed by section 2 of the bill for the making of 
interproject transfers up to 10 percent of the authorized amount is 
similar to the authority contained in section 402 of the current mili- 
tary and naval construction authorizations contained in the act of 
July 14, 1952 (Public Law 534, 82d Cong.). 


RECOMMENDATION OF THE DEPARTMENTS 


The proposed legislation is recommended by the National Advisory 
Committee for Aeronautics and has received the approval of the 
Bureau of the Budget, as is evidenced by the letter of the Director 
of the National Advisory Committee for Aeronautics to the Vice 
President which appears below and is made a part of this report. 
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NaTIONAL Apvisory COMMITTEE FOR AERONAUTICS, 
Washington, D. C., March 31, 1958. 
Hon. RicHarp M. Nixon, 
President of the Senate, 
United States Senate, Washington, D. C. 

Sir: There is submitted herewith a revised draft of proposed legislation to 
promote the national defense by authorizing the construction of aeronautical 
research facilities by the National Advisory Committee for Aeronautics necessary 
to the effective prosecution of aeronautical research. 

The purpose of the revised draft is to reflect changes in the NACA’s 1954 
construction program as approved by the Bureau of the Budget on March 25, 
1953. The original draft was submitted to the President of the Senate on 
January 9, 1953 

The revised draft of legislation has the approval of the Director of the Bureau 
of the Budget, who has advised the committee there would be no objection 
its submission to the Congress. 

It is respectfully requested that the revised legislation submitted herewith be 
considered for early enactment by the Congress. 

Very truly yours, 
Hvuea L. Drypen, Director. 

Enclosure. 


DETAILED DESCRIPTION OF THE CONSTRUCTION AUTHORIZED BY THE BILL 
LANGLEY APRONAUTICAL LABORATORY 
BOUNDARY-LAYER CONTROL SYSTEM FOR THE 8-FOOT TRANSONIC TUNNEI 


It is proposed to install a boundary-layer control system for the 8-foot transonic 
tunnel, The system will include a 4,000-horsepower electric motor driving a 
74,000-cubic-feet-per-minute compressor which will be located in a bypass duct 
Electrical connections and water-cooling equipment will be provided. 

In order to provide detailed design information needed for bomber and inter- 
ceptor-type aircraft, the NACA invented a so-called ventilated throat whic! 
enabled wind tunnels to operate continuously through the speed of sound. By 
modernization plus the invention and application of an entirely new concept, two 
of our older wind tunnels have now been made useful in the heretofore ‘‘untouch- 
able”’ transonie speed range. The speed range now obtainable covers the entir 
subsonie part of the transonie range and a part of the supersonic portion of th 
transonicrange. Supersonie tunnels can touch only a part of the upper transonic 
range and do this only by a considerable sacrifice of model size. There is ther 
gap between the normal useful range of the supersonic tunnel and the speeds 
attainable by our modernized older tunnels. The Langley 8-foot transonic tunn 
was the first large-scale wind tunnel to utilize a ventilated throat, and this tum 
has been providing information in the transonic speed range up to low supersonic 
speeds. There exists a relatively unexplored speed range extending from thi 
present maximum speed of the 8-foot transonie tunnel to the somewhat higher 
minimum speeds of purely supersonic tunnels. 

Heretofore, increasing the speed of tunnels has been accomplished by an increas 
in tunnel drive motor power. This involves, however, design and constructior 
changes which are not only expensive but, in addition, require considerable tin 
during which the tunnel is out of service. By a new concept nearly as revolu- 
tionary as the NACA transonie throat and made possible only as a result of this 
invention and development, the speed deficiency that now exists can be eliminated 
with little interruption of tunnel operation. This new concept provides a method 

yr Increasing inaximum speeds by removing part of the tunnel boundary-layer air 
by means of compressors which will handle only this energy-deficient air. Eexperi- 
mental information obtained in the 8-foot transonic tunnel has demonstrated that 
that this new concept will increase the top speed more efficiently than additiona 
fan power. 

Addition to the proposed compressor to the 8-foot transonic tunnel will provid 
a maximum test section Mach number overlapping slightly the minimum Mac! 
number of supersonic tunnels. Data obtained in this range will solve the most 
pressing immediate problems. Research airplanes now flying at transonie and 
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supersonic speeds do not have characteristics which are satisfactory for military 
aircraft; rather, they have pointed out problems which urgently need to be solved. 


These problems are: 


a) Large increases in drag; 

(b) Severe stability and control changes; 

c) Aerodynamic loads and buffeting; 

d) Air-intake problems. 

Research in the existing 8-foot transonic 
eductions in drag near and at the speed of sound. 


tions ean be obtained. 


tunnel has already 


led to marked 


Research at higher speeds 
must now be carried out to extend the speed range over which such drag reduc- 


Near the speed of sound, the maneuver capabilities of aircraft have already 


heen extended. 

speed range, and 
necessary. 
by stability and control problems 


additional study 


However, these capabilities have yet to be realized for the higher 
associated with higher speed phenomena is 
At the present time, the maximum lift of a configuration is limited 


\erodynamic-loads problems are extremely critical in this speed range because, 
with increases in speed, the loads increase to a point where structural considera- 


tions determine the airplane configuration. 
this speed range and, 
aerodynamie loads and buffeting information, 
strength, resulting in a penalty 
understrength, which will lead to failure in flight. 


as a result, leads to inefficient design of airplanes 
the airplanes will be either over- 
in performance due to additional weight, 
Jecause of the detailed nature 


Buffeting is largely undetermined in 


Without 


or 


of the information required, wind-tunnel studies are urgently needed. 
With regard to the air-intake preblem, one type of highly efficient inlet has 
heen developed for speeds through the subsonic and transonic range s, and another 


type has been designed to operate efficiently at supersonic speeds’ only. 
of inlets are markedly different in their requirements and physical 
It is desired to effect a compromise between these two types 


two types 
characteristics. 


The 


that we have optimum efficiency in both the transonic and supersonic ranges 


Work is, therefore, 


needed, chiefly in the upper transonic and lower supersonic 


speed range s, to study methods by which a transition internal flow system merg- 
ing the advantage of both types of inlets can be devised. 

The use of the compressor will also provide important information pertaining 
to the advisability of using additional compressors with this and other transonic 


tunnels 
provements in performance in the 
tunnel at no additional expense. 


hew 


Cost estimate 
Mechanical equipment: 
Compressor, lubricating system _- ae 
Fluid coupling 
Precooler and aftercooler 
Valves, air piping, water piping, and controls 
Cooling tower and water treatment, 


Total, mechanical equipment 


Electrical equipment: 
Synchronous motor and starting motor 
Switchgear and auxiliaries 
Cable, duet bank, manholes 
Circuit breaker 


Total, electrical equipment 


Foundations: 
Demolition _ 


Excavation, foundations for motors, compressors, 


Concrete basin and piles. __- ; . 
Total, foundations_- -_- -- -- 


Total estimated cost 


c ompanion 


including pumps 


ete 


It should be noted that this compressor will also permit similar im- 
$-foot transonic 


pressuce 


$466, 500 
85, 800 
85, 300 
199, 200 
45, 500 


882, 300 


135, 300 
93, 000 
43, 000 
21, 500 


292, 800 


1, 300 
400 
400 


100 
, 236, 200 
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TWENTY-INCH VARIABLE MACH NUMBER FACILITY 


It is proposed to install a 20- by 20-inch intermittent flow apparatus with a 
Mach number range of 2.0 to 6.5 in an existing jet room in the gas dynamics labo- 
ratory. The apparatus will include a settling chamber, test section, and a vari- 
able-area adjustable nozzle. It will be powered by air-storage vessels with a com- 
bined capacity of approximately 50,000 cubic feet of air at 550 pounds per square 
inch which will be erected adjacent to the gas dynamics laboratory and which wil! 
be charged by the recently installed 18,000-horsepower blowers in the internal flow 
laboratory. An air dryer will be installed to remove moisture in the charge air 
from the blowers. An air heater will be installed for use at Mach numbers aboy: 
5.0 to prevent liquefaction of air in the test section. 

Increases in the design speed of supersonic guided missiles are being dictated 
by tactical requirements. In addition, recent detailed studies of ram-jet- a: 
turbojet-propelled missiles have revealed that, for the longer ranges, optimin 
performance is achieved at Mach numbers of the order of 3.5 or higher. Thi 
situation has led to increasing demands for research data, particularly at Mac! 
numbers in the range from 2.0 to 4.0, and also at higher Mach numbers. 

Exploratory analytical studies of long-range, very high speed missiles show 
that for the longer ranges greater overall economy is obtainable with rocket pro- 
pulsion than with the other propulsion methods. Such rocket-propelled missiles 
attain very high speeds; Mach numbers in the range of 5.0 to 10.0, and in som 
cases above 10.0, are reached. It is of great importance to obtain research data 
in this speed range upon which to base realistic detailed assessments of the poten- 
tialities of such missiles. The Langley 11-inch hypersonic tunnel operates at 
present with a fixed nozzle at a Mach number of 7, and is capable of operating 
in fixed inerements to a Mach number of about 10 by provision of new nozzl 
blocks. No facility is available at the Langley Laboratory for the speed rang 
from 4to 7. Thus, the speed range of the proposed facility, M==2.0 to 6.5, would 
essentially bridge the gap between the supersonic tunnels now available for Mac! 
numbers up to about 2.0 and the hypersonic tunnel. 

Virtually all of the existing larger supersonic wind-tunnel facilities have max- 
imum Mach numbers of the order of 2.0. The only facilities at the Langley 
Laboratory capable of speeds in the range of Mach numbers appreciably above 2 
are the following: 


9- by 9-inch jet (for M==4 only) 
Capable of only five 1-minute runs per 8-hour day. 


Gas dynamics jets, M==2.0 to 4.0 


These small jets, which range in size from 1 by 1 inch to about 9 by 9 inches, 
are operated for a total running time of only a few minutes per day, and ar 
comparable in this respect to the M=4.0 jet. 

No facility is available for the range M=4.0 to 6.5. 

In these small jet facilities, the scope of research is limited by the small size o/ 
models employed and the very short duration of the test. The small size limits 
the research program to investigations of small models of aircraft components or 
limited exploratory investigations of complete configurations. For complete 
configurations, the determination of control surface characteristics, downwas! 
and wing-body interference effects requires detailed aerodynamic surveys and 
elaborate model construction which cannot physically be obtained in thes 
facilities. In addition, certain types of research, such as boundary-layer a: 
heat-transfer studies, which require equilibrium conditions to be attained, canno! 
be conducted with the short test duration available. 

The proposed 20-inch facility would permit a significant increase in the scopé 
of supersonic research. Although it would be an intermittent-operation facilit) 
it would have test durations and an operating frequency that would allow exten- 
sive research programs at speeds now obtainable for only brief periods in the muc! 
smaller existing facilities noted above. At M=4 and a stagnation pressure 0! 
200 pounds per square inch, for example, a run of 7 minutes’ duration will b 
possible. About 23 minutes will be required to recharge the air-storage tanks for 
a typical run, and a large amount of running time per day will be possible withou 
serious interference to the normal use of the compressor system in internal flow 
research. 

It will be necessary to provide air-storage tanks for this facility because ther 
are no existing air-storage facilities at the laboratory of sufficient capacity. Th 
new ultra-high-pressure air (storage) supply of the gas dynamics laboratory w% | 
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designed for use in critical gas dynamics research at very high Mach numbers, 
and is totally unsuited for systematic aerodynamic research of the type discussed 
herein. It would be able to operate a 20- by 20-inch test section at M=3.0 and 
20 atmospheres stagnation pressure for only three 1-minute runs per 8-hour day 
with virtually no air supply left for the gas dynamics research which is also 
necessary. ‘The new compressor system in the internal flow laboratory would be 
adequate for continuous operation of only a small test section, 6 by 6 inches, at 
M=3.0. ‘This compressor system is, however, ideally suited for charging a 
larger air-storage system in a relatively short time. 

To utilize the internal flow laboratory compressor system for the proposed 
facility will require installation of a dryer to remove residual moisture from the 
compressed air. An air heater is indispensable for operation beyond M=5.0 to 
prevent air liquefaction. In fact, some heat addition may be necessary for Mach 
numbers approaching 5.0 as indicated by recent experiments at the Ames and 
Lewis Laboratories. The need for such heating has been conclusively demon- 
strated by experience obtained in the 11-inch hypersonic tunnel and elsewhere 
which showed that liquid air particles existed with unheated air. With liquid air 
particles present, it was found that valid calibration of the air flow could not be 
obtained and that larger anomalies existed in the aerodynamic behavior of test 
models. None of the existing air heaters at this laboratory are capable of opera- 
tion with the large air flows required in the proposed facility. Because of the 
intermittent operation of the proposed facility, it is possible to use an accumulator- 
type heater of relatively low power (about 2,000 kilowatts) which will provide the 
necessary heating at minimum cost and minimum power interference with other 
facilities at the laboratory. 

The variable-area feature of the nozzle included in this proposal is indispensable 
to effective utilization of the proposed air-storage system. Because of the wide 
Mach number range covered in this facility, the use of numerous sets of fixed 
nozzle blocks is impractical. For example, for each model configuration at least 
six nozzle block removals and replacements would have to be made for each test 
through the speed range. This procedure is time-consuming and costly, and would 
seriously limit the usefulness and research production of this facility. A further 
extremely important advantage of the variable-area nozzle is that it makes possible 
continuous coverage of the speed range in contrast to the few specific speeds 
obtained with fixed nozzle blocks. Thus, the exact flight speeds of specific de- 
signs can be simulated and aerodynamic phenomena sensitive to speed changes can 
be investigated in full detail. 

Cost estimate 


Test section, nozzle blocks, and control system __-_-_____- got pa tea ee 
SetGine Getmer Git SUMROF te me scwnegaceseaemuyees 23, 100 
Model support and diffuser section________- a a aaa ae NE 25, 300 


Ren ys de 8h ee 778, 690 


Tae Oe GU Ns oo on eee Sein cendestete tonto ene 257, 400 
Filter and back pressure valve _- - _-__- cin Dus pa malate Maker a at keeeare 19, 800 
Power supply, transformer, and controls________- sacar apatok ig ta cea 292, 000 
MONG eon Se ie ies ghd eres Gar A ae ee ia a ee 183, 700 
Da tak oe ee ; 82, 500 

PURINE EUNICE CIIIID a sts, cesar dcp cg gut edule eliotn apsicanadeet caiman 1, 772, 490 


INCREASED CAPACITY FOR THE STRATTON ROAD SUBSTATION 


It is proposed to increase the capacity of the 22,000-volt distribution bus at 
the Stratton Road substation from 33,333 kilovolt-amperes to 50,000 kilovolt- 
amperes, Structural and electrical modifications will be made to install a third 
22,000-volt transformer, including regulators, circuit breakers, and control 
equipment. This installation will make use of an existing transformer now in use 
as a grounding transformer which will not be needed for that purpose after 1952. 

New facilities constructed during the past few years have involved major 
electrical installations requiring large amounts of power. With the exception of 
the 4- by 4-foot supersonic pressure tunnel and the 16-foot transonic tunnel, all 
major research facilities are served by the 22,000-volt bus at the Stratton Road 
substation. The total connected load ‘served by this bus is being increased from 
58,500 kilowatts to 109,500 kilowatts by facilities being completed in 1952. In 
order to properly supply this increase in connected load, it is necessary to increase 
the capacity of the bus from 33,333 kilovolt-amperes to 50,000 kilovolt-amperes. 
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Power requirements at Lanelev consist of two parts, a more or less constant 
or base load and a varvine load imposed by the operation of research facilities 
The distribution of the connected load by facilitv is shown in the following table 


[Kilowatts] 


Fr ! 
| 
Facility January 1952 | December 1952 


Base load 7, 500 
8-foot transonic tunnel 18, 000 
7- by 10-foot high-speed tunnel 11, 000 
Frequency converter station 6, 000 
Full-seale tunnel &, 000 
19-foot pressure tunnel 8, 000 
§-foot transonic pressure tunnel 

Internal flow laboratory 

Gas dynamics laboratory 


Total af 58, 500 


As research facilities do not operate continuously, it is possible by efficient 
scheduling to effectively operate facilities whose total connected load is consider- 
ably in excess of total power available. Experience has indicated, however, that 
the power available should not drop below 50 percent of the total connected load 
if delays in tunnel operation are to be avoided. As indicated above, the total 
connected load in December 1952 will be about double that in January 1952 
With available power limited to 33,333 kilovolt-amperes, the ratio of power 
available to connected load will drop to about 30 percent. This low ratio of 
power available to connected load normally would limit seriously the ability t 
maintain operating schedules. No difficulty is expected from this source in the 
fiscal year 1953 as operations are being curtailed because of reduced appropriations 

In the fiseal year 1954, an acceleration of research effort is planned and, by 
January 1954, the present limited capacity of the substation is expected to prove 
insufficient; the additional substation capacity that will be provided by this 
project should be available before this limitation in power becomes critical. 


Cost estimate 


Structural modifications to substation : $15, 700 
Regulators t. ae at ie oe Ji ; 91, 800 
110-kilovolt circuit breaker_____-_-_- : ed , 600 
35-kilovolt circuit breaker _ —__-__~-- ; at 5, 800 
Modifications to existing transformer a E ae , 400 
22-kilovolt disconnecting switches___________- : S600 


Bus structure and lightning arrestors_- caus ; . 300 
Metering and control equipment__.-_------- ; $0 , 400 


Total estimated cost_____--- at ’ 26, 600 


WALLops STATION 
REPLACEMENT OF PREFLIGHT JET HEAT ACCUMULATOR 


It is proposed to install a new heat accumulator in the preflight jet at the 
Wallops Island Station replacing the existing heat accumulator. The accumu- 
lator will be constructed of a nonrusting material, such as stainless steel. 

The preflight jet at Wallops Island is a facility that provides a supersonic jet at 
sea-level density and temperature for preflight testing and calibration of ram-jet 
engines, inlets, aerodynamic heating studies, and other aerodynamic researc! 
requiring true sea-level conditions. This facility is unique in this respect an¢ 
obtains this type of jet from the use of a heat exchanger through which air stored 
in two large spheres is discharged before expanding through the supersonic tes! 
nozzles. The air is so heated in the heat exchanger that the expansion process !! 
the test nozzle is just sufficient to return the air temperature to sea-level condi- 
tions. The testing time is quite short, being of the order of 10 to 20 seconds, and 


the heat exchanger therefore must have a high heat capacity and be able to trans- 
fer this heat to the air quickly. The present heat exchanger consists of 39,000 
steel tubes with electrical heating elements spaced symmetrically throughout the 
tubes. This was a relatively new and untried method when first built and con- 
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sequently it was believed justifiable to use relatively inexpensive steel tubes. 
The past 3 years of almost continual operation have proved the effectiveness of 
the basic system, but have revealed a fault which it is now proposed to correct. 
The fault is that the high temperature in the heat exchanger and exposure to 
atmospheric air cause a continual scaling and rusting of the tubes. The use of a 
nonscaling heat exchanger is proposed to eliminate this problem. Simple clean- 
ing of the existing tubes only provides temporary relief and delays research. 
Rust, scale, or any other particles in the supersonic jet impinging upon the 
test models rapidly erode the surface and necessitate frequent and costly repairs 
to these expensive highly polished models. In some cases, the erosion is so 
severe as to render any testing impossible. One vital research project involving 
the calibration of a missile-guidance system had to be abandoned because the 
presence of rust particles interfered with the test. The use of screens and a 
settling chamber has been tried to cure the difficulty, but has not been successful. 
The preflight jet is the only supersonic facility having sufficient size and true 
sea-level air characteristics that is available at either Langley or Wallops for 
preflight testing of the ram-jet engines which are vital to the success of ram-jet- 
powered flight models. 
' Cost estimate 
Heat accumulator - -- cz ; $240, 000 
[np tees Woks oh 524s, ae ; ; was 70, 000 


Total estimated cost_-___- pated 310, 000 


AMES AERONAUTICAL LABORATORY 


EXTENDING THE SPEED RANGE OF THE 1l- BY 3-FOOT SUPERSONIC TUNNEL NO, 1 


It is proposed to modify the wind-tunnel drive of the Ames 1- by 3-foot super- 
sonic tunnel No. 1 to permit an increase in the maximum attainable Mach 
number from 2.2 to 4.0. This will require the installation of additional drive 
equipment and changes in the existing drive to increase its rating. 

The additional drive equipment will consist of a centrifugal compressor driven 


by a wound rotor induction motor of 9,000 horsepower. Slip regulation will 
permit sufficient adjustment of speed to accommodate both parallel and series 
operation with the existing compressor units. Supplementing the additional 
drive unit, the existing drive motors will be modified to permit foreed-draft 
cooling of the stator windings. This modification will permit an increase in 
power output of each unit from the present 2,500 horsepower to 3,000 horsepower. 
Revisions will be made to the power feeder between the 12-foot pressure tunnel 
and the 1- by 3-foot tunnel, and from the substation to the 12-foot tunnel to handle 
the 11,000-horsepower increase in electrical load. 

The tunnel structure and location of equipment will be subject to some altera- 
tion. An intercooler will be installed before the intake of the fifth compressor 
for the high Mach number operating condition with this unit in series with the 
existing units. For high Reynolds number operation, with all units in parallel, 
this cooler will be used to provide the additional cooling required by the increased 
power consumption. An additional cooling tower cell will be installed adjacent 
to the existing one outside the building. 

Most of the country’s supersonic tunnels work in a speed range of up to about 
twice the speed of sound, with only a scattered few facilities capable of higher 
speeds. There is particular urgency for extending the operating speeds to cover 
the range from twice to four times the speed of sound to provide the answers to 
pressing design problems of several kinds of very high speed aircraft. There is 
a critical lack of information on many factors which attain great significance in 
the speed range under consideration. For instance, the large ram pressure that 
can be attained makes the ram-jet engine superior to the turbojet. Additional 
research is required, particularly on air inlet and engine arrangements, to supply 
the necessary design data for the effective utilization of the ram-jet engine. At 
these high Mach numbers new types of wings must also be investigated. 

The frictional forces created by air flowing over solid surfaces at Mach numbers 
greater than 2 become increasingly large and demand particular attention. In 
fact, both the performance and configuration of long-range missiles are, to a large 
extent, established by considerations of friction. At high Mach numbers, aero- 
dynamie heating, which is a byproduct of friction, assumes great importance. 
At a speed of 3,000 feet per second (Mach number of approximately 3.0) the 
temperature rise as a result of aerodynamic heating is about 600° F. With a 
laminar boundary layer, the heat transfer is about one-third that with a turbu- 
lent boundary layer; thus, the heating problem is considerably alleviated by 
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maintaining a laminar layer. At the present time only suggestions of methods 
by which this can be accomplished are available to the design engineer. Since ; 
the problem of the transition of a laminar to a turbulent boundary layer is pos- } 
sibly one of the most complex in all science, much experimental research must be 
performed to gain the necessary understanding of the mechanism of the flow and 
to obtain quantitative information. The wind tunnel required for this work 
must have a wide range of both Mach and Reynolds numbers. The revised 1- 
by 3-foot supersonic tunnel No. 1 will have this wide range of testing conditions 

Design studies have shown that relatively simple modifications can be made 
to the 1- by 3-foot supersonic tunnel No. 1 so that this urgently required research 


can be performed. It has been found that the operating range of the wind tunnel ; 
in terms of Mach number and Reynolds number can be tripled by adding the fifth & 
compressor and forced-draft cooling in the existing motors, a modification which $ 
can be made at a small fraction of the cost and the time required to build a new ; 
wind tunnel. The Reynolds number attainable will be increased by parallel opera- i 
tion in the present range of Mach numbers, and series operation will increase the ; 
maximum Mach number from 2.2 to 4.0. These large improvements are possible ; 
because the existing flexible-plate nozzle is capable of producing Mach numbers : 
up to 4 and the wind-tunnel shell will permit operation up to 4 atmospheres abso- =| 
lute. Present operation is limited to Mach numbers less than 2.2 and to pressures i 
less than 2.5 atmospheres absolute because of the air handling characteristics of 1% 
the four existing centrifugal compressors. The proposed modification will make hy 
it possible to utilize existing equipment to its full capacity. The cost of i 
modifications required is small considering the urgent need for research informa- ie 
tion and the increased range of testing conditions that will be provided 
Cost estimate ‘ # 
Equipment: ag 
pater ee ‘ i ¥ $140, 000 ie 
Liquid speed regulator- - - -- et : Bote ieee 71, 000 a 
Switchgear, high voltage_................-- a bi 71,000 @ 
Switchgear, low voltage oe co Sal ic meres etait 17,400 | 
440-volt transformer - - ie 4 a 7 6, 000 : 
Motor installation _ - ae ete : PRS ee 2 72,000 § 
Compressor. -- - - - Recetie ea eee . 213,000 ma 
Gear box a ; 39, 600 
Cooling tower cell. . - : = iain a ; 52, 800 
Forced-draft cooling system ; . 19,800 & 
Additional cable to substation_ e 58, 800 
Total, equipment___-_----- oe .. 761, 400 
Tunnel structure: 
Intercooler and shell _- kh ; ; ead 118, 800 
Valves and piping- - - ros ae ; Saas ; : 66, 000 
Installation ae _ * ; cee ce ee 34, 100 
Relocation of existing equipment. - - a 10, 400 | 
Total, tunnel structure. __..__--- ee : 229, 300 
Total estimated cost____._- —oe : : ; 990, 700 
Lewis Furcut Proputsion LABORATORY 
LAND ACQUISITION 
™ Legislative authority is requested to permit the National Advisory Committee B 
for Aeronautics to accept possession and title to 9.8 acres of land adjacent to the £ 
Lewis Flight Propulsion Laboratory. A full description of the area to be acquired i 
is contained in an official deed which has been executed by the city of Cleveland £ 


and which reads as follows: 
“OrriciAL DEED 


“PROM THE CITY OF CLEVELAND TO THE UNITED STATES OF AMERICA 
“Ordinance No. 395-1952 


“KNOW ALL THESE MEN BY THESE PRESENTS, That on the 7th day of April, 
=9 


A. D. 1952, the Council of the City of Cleveland passed Ordinance No. 395-52, 
entitled ‘‘An emergency ordinance authorizing and directing the Mayor to execute 
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. and deliver to the United States of America an official deed conveying premises 
” 


2 
j 

~ | ierein described for extension of facilities for aeronautical research purposes, 
s- q 
: 
} 





thereby exercising the general powers vested in it and authorizing the conveyance 


be by the City of Cleveland to the United States of America (sometimes hereinafter 


and 





cole ; referred to as the “‘government’’), of the premises hereinafter described; now, 
i. = therefore, ; 7 é . : 

; Pursuant to the premises, the said City of Cleveland, a municipal corporation 
~_ © inthe State of Ohio, for the consideration of ten dollars ($10.00) and other valuable 
ade considerations, including the benefits and advantages which will inure to the City 
ee ©) of Cleveland by reason of the extension by the government on the premises herein- 
es ©) after described of the facilities of its airplane engine research laboratory, receipt 
math hereof is hereby acknowledged, does hereby convey, grant, remise, release, and 
uch forever quitclaim unto the United States of America, its successors and assigns, 
ro the following described real estate: : 
— Situated in Riveredge Township and partly in the City of Cleveland, County 
a of Cuyahoga and State of Ohio, and known as being parts of Original Rockport 
rs ee fownship Sections No. 4 and 5 and Original Middleburgh Township Lot No. 6, 
i. 2 Section 20, and together bounded and described as follows: 
ta Beginning at the intersection of the center line of Grayton Rd., 8S. W. (60 ft. 


ures 


wide), with the center line of Brookpark Rd., S. W. (100 ft. wide); thence south 
89 degrees 09 minutes 48 seconds west along said center line of Brookpart Rd., 
704.03 ft. to the principal place of beginning; thence continuing along said center 

e south 89 degrees 09 minutes 48 seconds west, 611.00 ft. to a point of curvature; 
thence northwesterly continuing along said center line on the are of a circle deflect- 
ng to the right 316.98 ft. to a point of tangency said are having a radius of 
055.37 ft. and a chord which bears north 81 degrees 19 minutes 54 seconds west 
315.52 ft.; thence north 71 degrees 49 minutes 36 seconds west along said center 
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. 000 B® line of Brookpark Rd., 64.81 ft. to an angle point in Parcel No. 4 of lands conveyed 
” O00 m to the Metropolitan Park Board, by deed dated Nov. 7, 1938, and recorded in 
' 000 4 Vol. 1913, page 327, of ¢ uyahoga ( ounty Deed Records; thence along the fol- 
’ 100 | lowing courses being also courses in common with said Pare 1 No. 4; north 70 
? 000 B degrees 12 minutes 04 seconds east, 265.71 ft.; north 49 degrees 11 minutes 06 
4 000 » seconds west, 116.28 ft.; north 60 degrees 34 minutes 21 seconds east, 179.11 ft.; 
3 000 # north 34 degrees 20 minutes 00 seconds east, 370.56 ft.; south 70 degrees 38 
» KOO § minutes 47 seconds east, 149.70 ft.; north 26 degrees 17 minutes OS seconds east, 
>’ enn 75.00 ft. to the northerly line of land conveyed to the City of ( leveland by deed 
a’ Bn dated January 2, 1926, and recorded in Volume 3433, page 340, of Cuyahogs 
3 800 County Deed Records, thence north 87 degrees 59 minutes 24 seconds east along 
’ F said northerly line, 270.00 ft.; thence south 1 degree 10 minutes 03 seconds east, 
1. 400 646.09 ft. to the principal place of beginning and containing 9.8 acres of land, be 
= the same more or less, but subject to all legal highways and also subject to ease- 
ments and restrictions of record; reserving however unto the grantor, its sue- 

g 200 cessors, and assigns the following: is ae 
6. 000 “1, An easement and right to enter upon, construct, maintain, use, repair, 
4° 100 reconstruct, and enlarge (if necessary or desirable) a sanitary sewer with manholes 
0. 100 and other appurtenances in, on, and across the land hereby conveyed, and an 


easement to enter upon, construct, maintain, use, repair, reconstruct, and enlarge 
(if necessary or desirable) a discharge pipeline and appurtenances in, on, and 
across said lands, and also construct, operate, maintain, use, repair, reconstruct, 
and enlarge (if necessary or desirable) a pump together with the necessary pipe- 
lines and appurtenances in, on, and across the said land hereby conveyed. 

‘2. In order to effectuate the purposes of the aforesaid easements, a further 
easement is hereby reserved in, on, and across the lands hereby conveyed to enter 
ipon, construct, maintain, use, repair, reconstruct, and enlarge (if necessary or 
desirable) either by the grantor or public utility companies, all lines, pipes, ducts, 
conduits, and other facilities necessary to provide water, electricity, gas, telephone, 
and other necessary or desirable utility services. 

‘As part of the consideration for this conveyance, it is hereby covenanted and 
agreed by the grantee that the grantor hereby reserves the right to remove, within 
ninety (90) days from and after the date of recording of this deed, any and all 
buildings and structures now existing upon the lands herein conveyed to the 
grantee. 

j The grantor hereby grants to the United States of America the right to use, 
s Without charge, the Cleveland-Hopkins Airport for the landing and taking off of 
heavier-than-air craft. 

“As a part of the consideration for this conveyance, it is hereby convenanted and 
agreed by the grantor, its successors, and assigns (which covenant shall run with 
the land), that the grantor will not erect, nor permit to be erected, any structure 
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or structures on the Cleveland-Hopkins Airport that will interfere with or impede 
full and free access from the land herein described to said airport. 

‘‘As part of the consideration for this conveyance, it is hereby covenanted and 
agreed by the grantee, its successors and assigns (which covenant shall run with 
the land), that the premises herein conveyed shall be used only for purposes of 
governmental aeronautical research, including the construction of an extension 
and equipment of an airplane engine research laboratory. 

‘As a further part of the consideration for this conveyance, it is hereby cove- 
nanted and agreed by the grantee, its successors and assigns (which covenant shall 
run with the land), that any buildings or structures erected or constructed on the 
premises herein conveyed shall be so erected or constructed as not to interfere with 
the use of the Cleveland-Hopkins Airport. 

“To HAVE AND TO HOLD the same unto the said grantee, its successors and 
assigns, forever as fully and completely as said grantor, by virtue of the presents 
hereinbefore set forth may, can or should convey the same so that neither the said 
grantor, nor its successors or assigns, nor any others claiming title through or 
under it, can or will hereafter claim or demand any right or title to said premises, 
or any part thereof, but they and every one of them, by these presents shall be 
excluded and forever barred. 

“IN TESTIMONY WHEREOFP, the City of Cleveland, by Thomas A. Burke, Mayor, 
has caused its name and corporate seal to be affixed hereto this 30th day of April 
1952. 

“City OF CLEVELAND. 
“By Tuomas A. Burke, Mayor. 

“Signed and acknowledged in presence of: 

“Parricira E. Were. 
“STATE OF OHIO, 
“County of Cuyahoga, ss: 

“On this 30th day of April 1952, before me as a Notary Public in and for said 
county and state, came the City of Cleveland, by Thomas A. Burke, Mayor, who 
acknowledged the execution of the foregoing deed to be his voluntary act on behalf 
of the City of Cleveland, and the free act and deed of said City of Cleveland. 

“IN TESTIMONY WHEREOF, I have hereunto set my hand and notarial seal at 
Cleveland, Ohio, the day and year last aforesaid. 

“Mary A. Voat, Notary Public. 

“My commission expires February 3, 1953.” 


The city of Cleveland has been using its new east-west runway on the north 
side of Cleveland-Hopkins Airport for the past 2 years. The use of this runway 
has made portions of the laboratory area unusable for construction purposes due 
to safety restrictions as to the height of buildings which can be ineluded within 
the runway glide path. 

At the time the city of Cleveland was first making plans to construct this east- 
west runway it was recognized by both the city officials and by officials of the Lewis 
Flight Propulsion Laboratory that this loss of land usable for future development 
would occur. The city of Cleveland, therefore, proposed to convey to the National 
Advisory Committee for Aeronautics an area of land to partially compensate 
for the portion of land made unusable. In addition, another east-west runway 
will soon be constructed on the south side of the Cleveland-Hopkins Airport and 
will also make additional areas of the present laboratory site unusable for any 
future construction. 

In recognition of these actions detrimental to the interests of the NACA, the 
city of Cleveland has now taken all action necessary on its part to convey title of 
the parcel of land described above to the United States Government. Funds are 
not included in this estimate submission for the development of this land nor is 
any development contemplated in the immediate future. Nevertheless, expe- 
rience has shown the need for long-range planning and the acquisition of this parcel 
of land for the nominal sum of $10 is considered a most prudent investment. 

Cost estimate.—$10. 

Upon completion of the commiittee’s consideration of the foregoing items, 
the committee concluded that each of the items had been justified and should be 
authorized. 

The bill as originally introduced involved an authorization of $14,600,000. 
The bill as amended authorizes $4,536,000, a reduction of $10,064,000. 

The proposed legislation is recommended by. NACA and has received the 
approval of the Bureau of the Budget, as is evidenced by the letter of the Director 
of NACA, which letter is hereto attached and made a part of this report. 
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be May 1 (legislative day, Aprit 6), 1953.—Ordered, to H¢ printed 
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Mr. Gotpwater, from the Committee on Banking and Cifeiency, 

: 4 submitted the following  ““: O -. 
R , “J, 

c > 

REPORT ‘ 
said x 
who es [To accompany S. 1376] 
half 

3 
1 at ' The Committee on Banking and Currency, to whom was referred 

- the bill (S. 1376) to amend section 503 of the act entitled “An act_to 
c. - expedite the provision of housing in connection with national defense, 

’ and for other purposes,” approved October 14, 1940, as amended, hav- 
orth | ing considered the same, report favorably ‘thereon W ithout. amendment 
w*y J and recommend that the bill do pass. 
thin This = would enact a technical amendment to the Lanham Act 

/ (42 U. S. C. 1521 et seq.) which would clarify the authority of the 
ast- ie pale ‘and Home Finance Agency to give, ‘after July 1, 1953, to 
‘ent —. ay Korean war veteran whose service commences after ‘that time the 
ional ' same preference for admission to housing provided under title V of 
sate that act as is given to veterans of World War II and to Korean war 
vim! _ veterans whose services commenced before that time. The necessity 
any — ‘or this clarifying legislation arises from the fact that certain powers 

_ will expire on Jul 1 of this year under the Emergency Powers Con- 
, the —  tinuation Act (Public Law 45, 82d Cong.), as amended by Public Law 
le of BF) 12, 83d Congress. 
cris PE. Che bill would not involve any expenditures, administrative or 
sxpe- [| Otherwise, and would prevent discrimination against some Korean 
arcel { veterans which might otherwise result from a legal technicality. 

’ The Lanham Act governs the administration and disposition of 
ems, || World War II war and veterans’ housing. Title V is the veterans’ 
Id be | housing title of that act. Section 503 defines veterans and servicemen 

as those serving ‘‘during the present war,’ which has been construed 
),000. to mean those who have served on or after Septmeber 16, 1940, and 
Ral prior to the Japanese Peace Treaty. Subsection 1 (a) (21) of the 
ector Emergency Powers Continuation Act, as amended by Public Law 12, 


83d Congress, made it clear that, notwithstanding the Japanese Peace 


2 CONTINUE HOUSING PREFERENCES UNDER TITLE 5 OF LANHAM ACT 


Treaty, the preference in admission to housing which was made avail- 
able to veterans by title V of the Lanham Act could be extended to 
persons who served in the Armed Forces after the Japanese Peace 
Treaty and before July 1, 1953. Thus the Congress has assured 
veterans’ preference under title V of the Lanham Act for persons 
serving in the Armed Forces during the Korean conflict and before 
July 1, 1953. 

The approaching July 1 time limitation is inconsistent, however, 

with the laws governing other housing preferences which make ade- 

uate provision for all Korean ve terans. Public Law 214, 82d 
Jongress, approved October 26, 1951, amended all other housing 
preferences administered by the Housing and Home Finance Agency 
so as to make provision for all Korean veterans. The only reason why 
a consistent amendment to section 503 was not then enacted is that 
the Japanese Peace Treaty had not yet been made effective, thereby 
making such amendment unnecessary at that time. 

About 250,000 family dwelling units in,war and veterans’ housing 
are now under active Management of the Housing Agency, pending 
their disposal. The bill would affect the eligibility of future Korean 
veterans to be admitted to these units as vacancies occur, provided, 
of course, that the particular project remains in active management. 

This bill authorizes the President to determine a future cutoff date 
for Korean war service. ‘This is consistent with veterans’ preference 
provisions which the act of October 26, 1951, provided for other titles 
of the Lanham Act and for the several acts administered by the 


Housing Agency which contain veterans’ preference provisions. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing Taw proposed to be omitted 
is enclosed in brackets, new matter is printed in italics, existing law 
in which no change is proposed i is shown in roman): 


An Acr To ExpepirE THE Provision or Hovustna IN CONNECTION Wiru 
NATIONAL DEFENSE, AND FOR OTHER PURPOSES, APPROVED OcTOBER 14 
1940, as AMENDED 


. * * * * * + 


Sec. 503. As used in this title V the term ‘families of servicemen’’ shall 
include the family of any person who is serving in the military or naval forces 
of the United States, and the term ‘‘veterans’’ shall include any person who 
has served in the military or naval forces of the United States during the present 
war and prior to such date thereafter as shall be determined by the President, and 
who have been discharged or released therefrom under conditions other than 
dishonorable. 
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THIRD SUPPLEMENTAL APPROPRIATION BILL, 1953 


May 1 (legislative day, Aprit 6), 1953.—Ordered to be printed 


Mr. BripGEs, from the Committee on Appropriations, submitted the 
following 


REPORT 


[To accompany H. R, 4664] 


The Committee on Appropriations, to whom was referred the bill 


ending June 30, 1953, and for other purposes, report the same to the 
Senate with various amendments and present herewith information 
relative to the changes made. 


Amount of bill as passed House _ - 4 $5, 000, 000 


Amount of increase by Senate committee____ ____ 429, 375 
Amount of bill as reported to Senate___________- 5, 429, 375 
Total estimates considered by the Senate______- «s-s.. 5,420,200 


Amount of increase recommended by Senate com- 
mittee in budget estimates________________-- 175 


T TV. OF MICH. 
MARY 2 ) ) 53 
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INCREASES AND LIMITATIONS 


Chapter I—District of Columbia: 
Office of the Administrator of Rent Control: 


Salaries and expenses: 
The committee recommends that the following 
language be added to the bill: 
the limitation of $27,000 for payment of terminal 
leave only, in the appropriation of $125,000 for 
necessary expenses for “‘Office of Administrator of 
Rent Control’, contained in the Supplemental 
Appropriation Act, 1953, is reduced to $5,850 
This will permit the operation of the Office during 
the last 2 months of fiscal 1953. 


Office of Civil Defense: 


Salaries and expenses _ _ - - ea das 
The committee recommends an appropriation of 
$78,285 for the Office of Civil Defense to enable the 
Office to match funds appropriated for the Federal 
Civil Defense Administration and allocated to the 
District of Columbia for the purchase of supplies 
and equipment. 


Veterans’ services__.-_ __- 


PL IS DOE NARDIN 


The committee recommends an appropriation of 
$5,000, an increase of $2,000 overjthe House bill, and the 
full amount of the budget estimate. 


” 


Total, chapter I__- 


Chapter Il—Legislative Branch and Judiciary: 
Senate: 


Contingent expenses of the Senate: 
Folding Documents: 
The committee recommends that the follow- 
ing paragraph be added to the bill: 

Folding Documents: The appropriation 
for folding documents contained in the Legis- 
lative Branch Appropriation Act, 1958, 1s 
hereby amended to read ‘‘For folding speeches 
and pamphlets at a gross rate not exceeding 
$2 per thousand or for the employment of 
personnel at a gross rate not exceeding $1.53 
per hour per person’’. 

Motor Vehicles: 
The committee recommends that the follow- 
ing paragraph be added to the bill: 

For an additional amount for maintain- 
ing, exchanging, and equipping motor ve- 
hicles for carrying the mails and for official 
use of the offices of the Secretary and Ser- 
geant at Arms, $9,331.26, to be derived by 
transfer from the appropriation for ‘‘Fold- 
ing Documents’’, fiscal year 1953. 

Miscellaneous items_-_- re a ma ; 
The committee recommends an additional 
appropriation of $55,000 for miscellaneous 
items for the Senate. 


‘“‘Compensation and pensions. 


rived from the appropriation 
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2,000 


80, 285 


55, 000 





Chapter II—Legislative Branch and Judiciary —Continued 
Senate—Continued 


FOCUS CUNO oes ok ois cn feet oe Se 

An additional appropriation of $175 for the 

post office in the Capitol is recommended to 

provide sufficient cash for change and stamp 
purchases. 


Architect of the Capitol: 


Capitol Buildings and Grounds: 
Rotunda frieze, Capitol Building - _ _- - 
An additional appropriation of $15,000 is 
recommended for cleaning and restoration. 
Senate Office Building.............._.._-- ae 
The committee recommends an appropria- 
tion of $9,200 for the purpose of converting 
space in the basement of the Senate Office 
Building. 


The Judiciary: 


Other courts and services: 
OO ee ics oe eh a er a St 
The committee recommends an additional 
appropriation of $350,000 for fees of jurors. 


Chapter III—Department of Health, Education, and 
elfare: 


Office of Education: 


Salaries and expenses: 
The committee recommends that the following 
language be included in the bill: 


SALARIES AND EXPENSES 


For an additional amount for “Salaries and 
expenses’’, $32,000, to be derived by transfer from 
the appropriation “Promotion and further de- 
velopment of vocational education’’, fiscal year 
1958. 

This supplemental authorization is necessary to 
avoid placing the staff on a payless furlough of ap- 
proximately 4 days. 


Chapter [V-——Department of Agriculture: 
Rural Electrification Administration: 


Loan authorizations: 

For the rural telephone program, the committee 

recommends an additional $15,000,000 in loan au- 

thorizations, the full amount of the supplemental 

budget estimate. The House committee recom- 

mended $7,500,000 which was deleted on the floor 

of the House on a point of order. The following 
language has been included in the bill: 

For an additional amount for rural telephone 

loans in accordance with the Rural Electrification 

Act of 1936, as amended (7 U. S. C. 901-924), 

and for carrying out the provisions of section 7 

thereof, to be borrowed from the Secretary of the 

Treasury in accordance with the provisions of 

section 3 (a) of said Act, $15,000,000. 
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Chapter V—Independent Offices: 


Economic Stabilization Agency: 


Salaries and expenses: 

The committee recommends that the amount 
available for the Office of Rent Stabilization be in 
creased from $11,000,000 to $11,385,000 to provide 
sufficient funds for the payment of terminal leave 
of employees being separated from the service. The 
language does not provide an appropriation but 
merely an increase in the limitation. 


Veterans’ Administration: 
Servicemen’s indemnities: 
The committee recommends an additional appro- 
priation of $650,000 for servicemen’s indemnities to 
be derived by transfer from the appropriation ‘‘Com- 
pensation and pensions.” 
Total increase by Senate committee _ _ _ _- $429, 375 
Amount of bill as passed House _- 5, 000, 000 


Amount of bill as reported to Senate__- .. §,429, 375 
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ESTABLISHING A COMMISSION ON GOVERNMENTAL 
FUNCTIONS AND FISCAL RESOURCES 


May 4 (legislative day, Apri 6), 1953.—Ordered to be printed 





Mrs. Smita of Maine, from the Committee on Government Operations, 
submitted the following UNITY 


sta MMT “H 
REPORT MAY 28 jcrq 
-O3 
T . 
[To accompany S. 1514) LAW LIBR ARY 


4 


The Committee on Government Operations, to whom was referred 
the bill (S. 1514) to establish a Commission on Governmental Funce- 
tions and Fiscal Resources, having considered the same, report 
favorably thereon, with amendments, and recommend that the bill 
do pass. 

The amendments are as follows: 

On page 3, between lines 18 and 19, insert the following new sub- 
section: 

Sec. 3. (a) The Commission shall carry out the purposes of section 1, hereof: 

On page 3, line 19, strike out ‘Src. 3. (a)’’ and insert in lieu thereof 
gal { ssa 

On page 3, line 21, after the word ‘“‘governments”’, change the period 
to a comma and insert the following: 
the interrelationships of the financing of this aid, the sources of financing of 
governmental programs, and problems in the field of intergovernmental tax 
immunities. 

On page 4, line 7, strike out ‘‘(b)”’ and insert in lieu thereof ‘‘(c)’’. 

The title of the bill is amended to read as follows: 


A bill to establish a Commission on Intergovernmental Relations. 
PURPOSE 


5. 1514, as amended by the committee, would create a Commission 

on Intergovernmental Relations, authorized to make a broad and 

comprehensive study of all aspects of the proper role of the Federal 

Government in relation to the States and their political subdivisions, 

and to make findings and recommendations to the President and the 
)Congress with respect thereto. Specific authority would be granted 


i 2600 


































































2 GOVERNMENTAL FUNCTIONS AND FISCAL RESOURCES 


to the Commission to make studies into the objectives of programs 
of the Federal Government shared in by States, and the extent to 
which Federal activities have advanced into fields which are the 
primary interest and obligation of the several States and _ political 
subdivisions thereof. 

Under the amended bill, the proposed Commission on Intergovern- 
mental Relations would be authorized to (1) make a broad study of 
the proper role of the Federal Government in relation to the States 
and their political subdivisions in the entire field of intergovernmenta] 
relations with a view to defining these relations, allocating functions 
to their proper jurisdiction, and adjusting intergovernmental fiscal 
relations so that each level of government disc harges the functions 
which belong within its jurisdiction; (2) study and investigate all of 
the present activities in which Federal aid is extended to State and 
local governments, the interrelationships of the financing of this aid, 
the sources of financing of governmental programs, and problems in 
the field of intergovernmental tax immunities; and (3) determine and 
report whether there is justification for Federal aid in the various 
fields in which such aid is extended; whether there are other fields in 
which such aid should be extended; whether Federal control with 
respect to these activities should be limited, and, if so, to what extent: 
whether Federal aid should be limited to cases of need; and all other 
matters incident to such Federal aid, including the ability of the 
Federal Government and the States to finance activities of this nature, 

The bill was introduced by Senator Robert A. Taft, in response to a 

request by the President of the United States for a review and assess- 
ment of the proper roles of the Federal, State, and local governments, 
referred to in his state of the Union message and in a special message 
laid before the Congress on March 30, 1953. 

In its original form, S. 1514 provided for the establishment of a 
Commission on Governmental Functions and Fiscal Resources, limited 
in authority to a study of Federal relations with State and local 
governments only as they relate to grants-in-aid programs. Com- 
mittee amendments to the bill provide for a broad study of all of the 
principal areas of intergovernmental relations. Accordingly, th 
committee was of the opinion that the name of the proposed com- 
mission should be changed to “Commission on Intergovernmenta! 
Relations’’ so as to reflect this broadened authority. Another factor 
in recommending the change in the name of the proposed commission 
was the likelihood that the name “Commission on Governmental 
Functions and Fiscal Resources’ would create confusion in the public 
mind between this Commission and the broader Commission on 
Governmental Operations which is proposed to be established by 
S. 106, as reported by this committee, with authority to study al 
aspects of the operations of the Federal Government. 

In this connection, it should be noted that in acting on these two 
bills, the committee paid careful attention to eliminating any possibli 
duplication in the work of these commissions. Thus, when the 
committee broadened considerably the authority of the Commission 
on Intergovernmental Relations, it struck out_a paragraph containe¢ | 
in section 1 of S. 106 which authorized the Commission on Govert 
mental Operations to conduct studies with a view to eliminating 
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GOVERNMENTAL FUNCTIONS AND FISCAL RESOURCES 3 


services, functions, and activities more properly within the jurisdiction 
of State and local governments. 


ADDITIONAL PROVISIONS OF 8. 1514 


The Commission on Intergovernmental Relations would be required 
(sec. 3 (c)) to submit its final report, including recommendations for 
legislative action, to the President for transmission to the Congress, 
not later than March 1, 1954, but the Commission would be authorized 
to make such earlier reports to the President from time to time, as 
the President or the Commission deems appropriate. The Com- 
mission would cease to exist 6 months after the transmittal of its 
final report to the Congress (sec. 6). 

The Commission would be composed of 25 members, 15 of whom 
would be appointed by the President of the United States, who would 
designate from among this group, the Chairman and the Vice Chair- 
man; 5 to be appointed by the President of the Senate; and 5 by the 
Speaker of the House of Representatives. In each of the 2 latter 
groups, 3 members are to be from the majority party and 2 from the 
minority party (sec. 2 (b)). 

Vacancies in the Commission would not affect its powers and would 
be filled in the same manner as the original appointment was made; 
13 members would constitute a quorum, but hearings could be con- 
ducted by a lesser number; and service as a member of the Commis- 
sion, or as an employee (attorney, expert in business or professional 
fields) on a part-time or full-time basis, with or without compensa- 
tion, would not be considered as service or employment bringing such 
persons within tie conflict-of-interest statutes (sec. 2 (c), (d), and (e)). 

Members of the Commission would receive a per diem of $50 when 
engaged in the performance of official duties, but those members who 
are receiving other compensation from the Federal Government or 
from any State or local government will serve without additional 
compensation. All members of the Commission are authorized 
reimbursement for travel, subsistence, and other necessary expenses 
incurred in the performance of official duties. The Commission 
would be authorized to appoint and fix the compensation of such 


' employees as it deems advisable in accordance with the provisions of 


the civil-service and classification laws, and to procure without regard 
'to such laws, temporary and intermittent services at rates not to 
exceed $50 per day. The Commission would also be authorized to 


} appoint and fix the compensation of a Director, who shall perform 


» such duties as the Commission shall prescribe (sec. 5). 

' The Commission, or any subcommittee or member thereof, when 
| authorized by the Commission, may hold such hearings and sit and 
} act at such times and places and take such testimony for the purpose 
} of carrying out the provisions of the act, as the Commission, sub- 
| committee, or member may deem advisable. The Commission would 
| also be authorized to secure from any department, agency, or inde- 
pendent instrumentality of the executive branch of the Government 
any information it deems necessary to carry out its functions and each 
such department, agency, or instrumentality is authorized and 
directed to furnish such information to the Commission, upon request 
of the Chairman or the Vice Chairman when acting as Chairman 
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During the 82d Congress, a new committee bill (S. 1146) was in- 
troduced under the cosponsorship of 35 Senators, including all mem- 
bers of this committee. It provided for the creation of a temporary, 
bipartisan National Commission on Intergovernmental Relations, 
authorized to make studies similar to those provided for in S. 3147, 
and to report within a period of 2 years. This bill, which would have 
required the Congress to make a further determination as to whether 
or not the Commission should be continued, was passed on a calendar 
call, but subsequently recalled and again placed on the calendar 
under motions for reconsideration. No further action was taken. 
During the 83d Congress this committee had before it two other 
bills, in addition to the subject bill (S. 1514), both of which would 
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: 3 — 
; proposed measures were similar to those of S. 1514, there were differ- 
|) ences in the approach, composition, and method of appointment of 
. members of the Commission, reporting and expiration dates, and the 
form and expression of the purposes of the legislation and the duties 

of the proposed Commission. 
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d must be guarded and defended with all of our strength. I firmly believe that 
m- “he primary way of accomplishing this is to recommend the creation of a com- 
rv, nission to study the means of achieving a sounder relationship between Federal, 
ns tate, and local governments. . , 
et | The present division of activities between Federal and State governments, 
47, including their local subdivisions, is the product of more than a century and a 
ave alf of piecemeal and often haphazard growth. This growth in recent decades 
her Bas proceeded at a speed defying order and efficiency. * * * 
dar ) Now there is need to review and assess, with prudence and foresight, the proper 
foles of the Federal, State, and local governments. In many cases, especially 
dar Within the past 20 years, the Federal Government has entered fields which, under 
ir Constitution, are the primary responsibilities of State and local governments, 
her @his has tended to blur the responsibilities of local government. It has led to 
uld oa and waste. It is time to relieve the people of the need to pay taxes 
n- ; axes, : : 
ects In concluding his message, the President specifically urged prompt 
nese tion on the matter ‘in order that the commission may complete its 


pport in time for consideration by the next session of the Con- 
mess * * #7” 
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BACKGROUND 


The establishment of a commission to study various aspects of 
Federal-State-local relations has received almost continuous consider- 
ation by this committee since the Hoover Commission submitted 
its report and recommendations on this subject in 1949. During the 
past 4 years, numerous bills have been filed in the House and the 
Senate, and this committee has drafted several committee bills, after 
conducting extensive hearings in the 81st Congress, in an effort to 
devise some means of initiating studies of the general problem of 
intergovernmental relations. 

In its report on Federal-State relations, the Hoover Commission 
proposed that the Congress consider the following matters designed 
to assist it in solving numerous Federal-State-local relations problems: 
(a) An appraisal of the functions and activities of Federal, State, and 
local governments to determine which can be most advantageously 
operated by the various levels of government, and which require joint 
policymaking, financing and administration; (6) a general revision of 
national, State, and local tax systems, making every effort to leave to 
the localities and the States adequate resources from which to raise 
revenues to meet the duties and responsibilities of local and State 
governments; (c) direct budgeting and administration of all grants-in- 
aid which are given to State governments on the Federal and State 
levels as are other Federal and State funds; (d) clarification and 
systemization of grants-in-aid planning and programing; and (e) 
establishment of a continuing agency on Federal-State relations to 
make studies and recommendations which would be helpful in the 
accomplishment of these objectives. 

During the 81st Congress, this committee reported favorably to the 
Senate, on June 13, 1949, a bill (S. 1946), drafted by attorneys for the 
Hoover Commission, after extensive joint hearings had been held on 
a number of bills then pending in the Congress. Due to objections on 
the part of individual Senators, relating primarily to the composition 
of the proposed Commission and the length of time provided for the 
study, the bill failed of approval when called on the calendar. In an 
effort to perfect the original bill and to expedite action, the committee 
reconsidered its action and reported a new committee bill (S. 3147), 
containing appropriate amendments designed to meet objections to the 
original proposal, but this bill also failed of approval in the Senate. 

During the 82d Congress, a new committee bill (S. 1146) was in- 
troduced under the cosponsorship of 35 Senators, including all mem- 
bers of this committee. It provided for the creation of a temporary, 
bipartisan National Commission on Intergovernmental Relations, 
authorized to make studies similar to those provided for in S. 3147, 
and to report within a period of 2 years. This bill, which would have 
required the Congress to make a further determination as to whether 
or not the Commission should be continued, was passed on a calendar 
call, but subsequently recalled and again placed on the calendar 
under motions for reconsideration. No further action was taken. 

During the 83d Congress this committee had before it two other 
bills, in addition to the subject bill (S. 1514), both of which would 
have established a temporary National Commission on Intergovern- 
mental Relations, charged with the duty of’studying various aspects 
of Federal-State-local relations. Although the objectives of these 
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proposed measures were similar to those of S. 1514, there were differ- 
ences in the approach, composition, and method of appointment of 
members of the Commission, reporting and expiration dates, and the 
form and expression of the purposes of the legislation and the duties 
of the proposed Commission. 

S. 526, introduced by Senator Robert C. Hendrickson, on January 
16, 1953, for himself and 11 other Senators, would have established 
a bipartisan National Commission on Intergovernmental Relations 
to study the entire problem of Federal-State-local relationships and 
make recommendations to the President and the Congress in an 
effort to bring about a more orderly and less competitive fiscal re- 
lationship between the several levels of government, and to eliminate 
duplication, allocate governmental functions, reduce total Govern- 
ment expenditures, and develop cooperative policies and procedures. 

S. 1328, introduced by Senator Hubert H. Humphrey on March 
16, 1953, provided for the establishment of a bipartisan Temporary 
National Commission on Intergovernmental Relations authorized to 
} make a comprehensive study and survey of National-State-local 
; relationships, allocation of governmental functions and powers among 
' the 3 governmental levels, the distribution of governmental functions 
' and powers exercised by 2 or more governmental authorities and, 
_ with the defense mobilization program in mind, to determine what 
_ legislation should be proposed to best resolve these relationships on 
» an emergency basis and on a permanent basis. This bill was in close 
>» accord with action by this committee in the 82d Congress, in reporting 
»a committee bill, S. 1146 (S. Rept. No. 544, 82d Cong.), sponsored 
» by 35 Senators, including all of the members of this committee. 

' Inhis state of the Union message, on February 2, 1953, the President 
of the United States stated: 
* * * T anticipate a thorough study of the proper relationship among Federal, 


| State, and local programs. I shall shortly send you specific recommendations 
' for establishing an appropriate commission; * * *. 


On March 30, 1953, the President laid before the Congress a special 
message (H. Doc. No. 114, 83d Cong.) recommending the creation 
of a commission to study intergovernmental relations, in which he 
stated: 


In the state of the Union message I expressed my deep concern for the well- 
' being of all of our citizens and the attainment of equality of opportunity for all. 
I further stated that our social rights are a most important part of our heritage 
/and must be guarded and defended with all of our strength. I firmly believe that 
the primary way of accomplishing this is to recommend the creation of a com- 
mission to study the means of achieving a sounder relationship between Federal, 
“State, and local governments. * * * 
_ The present division of activities between Federal and State governments, 
dncluding their local subdivisions, is the product of more than a century and a 
alf of piecemeal and often haphazard growth. This growth in recent decades 
has proceeded at a speed defying order and efficiency. * * * 
_ Now there is need to review and assess, with prudence and foresight, the proper 
Toles of the Federal, State, and local governments. In many cases, especially 
Pithin the past 20 years, the Federal Government has entered fields which, under 
Sur Constitution, are the primary responsibilities of State and local governments, 
Whis has tended to blur the responsibilities of local government. It has led to 


uplication and waste. It is time to relieve the people of the need to pay taxes 
@n taxes. 






} In concluding his message, the President specifically urged prompt 
ction on the matter ‘in order that the commission may complete its 


feport in time for consideration by the next session of the Con- 
reas © © S77 
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HEARINGS ; 
; 
Hearings on S. 1514 and the two related bills, S. 526 and S. 1328, Fy 
were held on April 14, 1953. Senators Robert A. Taft, of Ohio, and §& 
Homer Ferguson, of Michigan; Representative Clarence J. Brown, of § I 
Ohio, former Representative O. K. Armstrong, of Missouri; and Lam- § sg 
bert H. Miller, general counsel to the National Association of Manufac- FH ( 
turers, testified in support of S. 1514, and the Honorable Herbert Fo 
Hoover submitted a telegram urging its approval. Senator Robert C. §& 
Hendrickson, of New Jersey, testified in support of S. 526, which he F&F ¢| 
sponsored, but advised the committee that he would have no objection FF D 
to the approval of S. 1514 if the scope of the inquiry to be made by the 7 
proposed Commission were broadened to include certain additional |¥ , 
areas. Although he testified that he preferred the panel system of |¥% go 
appointing Commission members, provided for in S, 526, he indicated |¥ ¥! 
that the appointment provisions of S. 1514 were acceptable. Senator ° 
Hubert H. Humphrey submitted a statement in support of S. 1328, 
which he sponsored, but stated subsequently that S. 1514, as amended Se 
by the committee, was acceptable to him. In addition, the committee |J 
received letters and statements from various interested persons and | ¥% thi 
groups, all of whom were in agreement as to the need for the establish- ne 
ment of a commission to study intergovernmental relations. Of this he 
group, the United States Chamber of Commerce, the American Medi- | & up 
‘al Association, and the National Council of State Taxpayer Execu- §& see 
tives all supported S. 1514, as originally introduced; and the American FF Fe 
Municipal Association supported the bill, as amended by the § = 
committee. . 
COMMITTEE ACTION 
scc 
The committee considered S. 1514, and related bills, in executive JF the 
session on April 23, 1953, at which time Mr. Joseph M. Dodge, & of 
Director of the Bureau of the Budget, presented the views of the J det 
administration. The committee approved S. 1514, with amendments J gov 
designed to broaden the scope of the Commission’s authority to in- Dir 
clude all aspects of the proper role of the Federal Government in FF toa 
relation to the States and their political subdivisions. e inte 


Section 1 of S. 1514 declares it to be the purpose of the Congress to J gov 
make a broad overall study of the proper role of the Federal Govern- J pro 
ment in relation to the States and their political subdivisions with J 'mn 
respect to the objectives of programs of the Federal Government FP fi 
shared in by the States and their subdivisions, and with respect to By Mer 
fields which, under our constitutional system are the primary interest J) und 
and obligation of the States and their political subdivisions. It is FR esta 
further declared that such a study is necessary in order that Federal- FB tat 
State-local relations may be clearly defined, the functions concerned J 
allocated to their proper jurisdiction, and intergovernmental fiscal pe of ts 
relations be so adjusted that each level of Government discharges the 7 
functions which belong within its jurisdiction in a sound and effective By °Pp« 
manner. However, section 3 of S. 1514, as originally introduced, 
provided only for a study of various aspects of all of the present By-ou 
activities in which Federal aid is extended to State and local govern: Fy2vail 
ments. 4 itt 

In view of the variance between the declaration of purpose, set F 7esp 
forth in section 1, and the duties of the Commission, set forth in sec- F Thu: 


tion 3, the committee concluded that the authority of the Commissio F7 we 
Mar 
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was not commensurate with the purposes for which it was proposed to 
be created, since it was limited in its scope to a study of only one 
phase of Federal-State-local relations. 

| In order to meet this problem, and, with the concurrence of the 
f Director of the Bureau of the Budget, the committee adopted a new 
- section 3 (a) as an amendment to section 3 which provides that “The 
Commission shall carry out the purposes of section 1 hereof’, and the 


Fen ce se sas nok a At ly 


t original sections 3 (a) and (b) became (b) and (c) respectively. 

‘ & ‘The need for this amendment was emphasized during the course of 

© [ the committee’s consideration of the bill by Senator Everett M. 

n §& Dirksen, who made the following observation: 

ce Now I call your attention to the fact that section 3 (a) deals with Federal aid 

a » and it deals with fiscal relations * * *. I must point out to you that section 1 

of | @ goes infinitely further than that, because it brings into purview a study of the 
1] | whole relationship between the Federal and State governments and their political 
; subdivisions * * *, 

0 ; , : , : 

3 Referring to the importance of including the new subsection (a), 

od | Senator Dirksen continued: 

ee | My own notion is that it ought to be included in this bill. I believe that these 

nd |@ things ought to be studied now, because if we do not get around to them now we 

sh- never will get around to them. And while it may be a little cumbrous, or go fur- 

i, | ther than the President or Mr. Dodge had in mind, vet it seems to me that for a 
Ms long time there has been developing a body of literature to the effect that these 

di- ' functions and their dependence and interdependence have to be studied. And 

CU- s section 1 recites all that and says it is necessary to study the proper role of the 

‘an fp Federal Government in relation to the States and their political subdivisions, 


> which is infinitely broader than 3 (a). For my part, I should like to see it in- 
the cluded in the bill. 



















f Although the amended subsection (a) of section 3 broadened the 
» scope of the Commission’s duties so as to make it coterminous with 
ive 9 the purposes set forth in section 1, the committee and the Director 
lve, & of the Bureau of the Budget deemed it wise to spell out in greater 
the detail the authority of the proposed commission to study inter- 
onts governmental tax problems. Accordingly, at the suggestion of the 
in Director of the Bureau of the Budget, subsection (b) was amended 
t in je toauthorize the Commission to study and report with respect to (1) the 
| interrelationships of the financing of Federal aid to State and local 
sto 9 governments; (2) the sources of the financing of governmental 
‘ern- B Programs; and (3) problems in the field of intergovernmental tax 
with J Immunities. 
nent [f) In connection with the study of problems in the field of intergovern- 
“t to 3 mental tax immunities, it should be noted that this committee had 
erest B Under consideration proposed legislation (S. 788), dealing with the 
it is | establishment of a general policy in relation to Federal payments to 
leral- JB) State and local governments in lieu of taxes on real and personal 
spned Jee Property owned by the Federal Government which has been taken out 
fiscal of taxation. This problem is so extensive in its coverage and raises so 
1s the J Many technical problems that the committee has not had an 
sctive JE_°Pportunity to perfect a bill for final action. Since it is an integral 
uced, eePart of the overall intergovernmental relations problem, and the 
‘eget eCOMmission proposed to be created by the pending bill will have 
yvern: e2Vailable a technical staff of experts, trained in this field, the com- 
Muittee was of the opinion that authority to study and report with 
se, se espect to this matter should be specifically vested in the Commission. 
‘n set: | | hus the Commission will be required to make specific recommenda- 
rission P eons for legislative action designed to correct existing difficulties and 


‘hardships resulting from the removal of property from local taxation, 
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as a result of extended Federal activities under the national defense 
program. 

Mr. Joseph M. Dodge, Director of the Bureau of the Budget, in 
commenting on the inclusion of this provision, stated: 

The intent of that phraseology is to include the issue represented by 8, 788, the 
bill on payment in lieu of taxes, which has also been considered, and throw that 
into the consideration of this Commission, as a special body to study that subject, 

The committee considered two additional amendments, one of which 
would have required the President to appoint on a bipartisan basis 
the 15 members of the Commission which he is authorized to desig- 
nate; the other would have extended the life of the Commission to 
minimum period of 2 years. 

After full discussion, it was determined that any numerical require- 
ment based upon political considerations, with respect to the Presi- 
dential appointees, would constitute an undue restriction on the 
President’s freedom of choice, and might well defeat the objective of 
complete nonpartisanship in these appointments, which the committee 
believes is desirable. The committee concluded that it would be pref- 
erable to rely upon the President to appoint these 15 members solely 
on the basis of qualifications and experience and without reference to 
political affiliation or activity. This will enable the President to 
appoint persons who are properly representative of various interested 
groups, including governors of States, members of State legislatures 
and representatives of State, county, and municipal associations as 
well as local governments. It would also leave him free to include 
representatives of labor, industry, commerce, agriculture, taxpayers’ 
associations, and others with specific qualifications in the fields of 
health, education, and social security. 

With respect to the extension of the life of the Commission, the 
committee agreed with the position of the Director of the Bureau of 
the Budget, that the present expiration date of March 1, 1954, should 
be retained, in view of the President’s desire that the Commission 
complete its study and recommend appropriate legislation at the 
earliest possible time. 

CONCLUSIONS 


The bill, S. 1514, as amended, will provide the Commission on Inter- 
governmental Relations with adequate authority to carry out the in- 
tent of the Congress to provide for a complete study of all phases of 
intergovernmental relations, as recommended by the Hoover Con- 
mission and the President. The Commission’s report and recom. 
mendations should supply a much-needed blueprint which will enable 
the Congress to take appropriate legislative action to simplify and 
readjust Federal-State-local relations in the various areas in which 
confusion, duplication, and overlapping now exist. 

In broadening the Commission’s authority, the committee desires 
to emphasize that the bill would not in any way authorize the Com- 
mission to make studies or recommendations with respect to relation 
ships between the States and their political subdivisions. This author 
ity is intended to extend only to a study of the relationships between 
the Federal Government and State and local governments, and the 
Commission should not involve itself in any conflicts between the 
States and their political subdivisions, which, constitutionally, are n0 
concern of the Federal Government. 
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e z 
ba 
f t May 4 (legislative day, Aprit 6), 1953.—Ordered to be printed 
ec & 
- I 
Vv E 
© TF Mrs. Smiru of Maine, from the Committee on Government Operations, 
1 ' submitted the following 
is i REPORT 
le ff 
3’ [To accompany 8S. 106] 
of 
The Committee on Government Operations, to whom was referred 
he the bill (S. 106) to establish a Commission on Organization of the 
of Executive Branch of the Government, having considered the same. 
Id report favorably thereon, with amendments, and recommend that the 
on bill do pass. 
he The committee adopted a number of amendments to the original 
bill, which are set forth under the section of this report entitled 
“Committee Action.” 
~ PURPOSE 
a This bill, as amended by the committee, would create a Commission 
“sa on Governmental Operations, authorized to make studies and inves- 
“a tigations of the present organization and methods of operation of all 
ble agencies of the Federal Government, and to submit recommendations 
nd 2” the Congress for appropriate action designed to abolish services, 
ch activities, and functions not necessary to the efficient conduct of the 
Government, or which may be found to be in competition with private 
= enterprise. Although the proposed Commission would be similar in 
m- fe OMposition to the earlier Commission on Organization of the Execu- 
val tive Branch of the Government (Hoover ¢ ommission), it would have 
a added authority to study all activities of the Federal Government, 
ata and to make recommendations to the Congress and the President 
the srelative to changes in Federal programs and policies. Its authority 


he "would include not only studies and recommendations for reorganiza- 

Htions and realinement of functions of the Federal Government, but 
Falso the elimination or consolidation of duplicating activities, services, 
>and functions. 


» no 




























2 COMMISSION ON ORGANIZATION OF THE EXECUTIVE BRANCH 


The proposed title of the Commission in the bill as introduced— 
Commission on Organization of the Executive Branch of the Govern- 
ment—was identical to the official name of the so-called Hoover 
Commission. In view of the confusion that might arise in connection 
with the work of the two commissions, so closely identified and with 
somewhat similar duties, and of such comparatively recent date, the 
Director of the Bureau of the Budget recommended that the name be 
changed. Accordingly, the committee approved an amendment to 
change the name to the Commission on Governmental Operations. 

The committee is also reporting another bill, S. 1514, which proposes 
the creation of a Commission on Governmental Functions and Fisc ‘al 
Resources. As originally introduced, this bill would have authorized 
a study of Federal relations with State and local governments as they 
relate to grants-in-aid programs. Committee amendments to S. 1: 514, 
as reported, will extend the duties of this Commission to cover other 
areas not included in the original bill in order that reports may be 
submitted to the President and the Congress on all aspects of State 
and local fiscal relations and taxation problems, in addition to those 
relating directly to Federal-aid programs as originally provided. 
In view of the committee action extending the scope of this proposed 
Commission, S. 1514 has also been amended to change the name of this 
Commission to the Commission on Intergovernmental Relations. 

It is believed that these changes are more descriptive of the functions 
vested in each of the Commissions, and will avoid confusion as to their 
areas of activity. The committee desires to s’ress the fact that every 
effort has been made to allocate the duties of each of the Commissions 
in such a manner as to avoid conflicts or duplications. While the 
proposed Commission on Governmental Operations may find it 
necessary to conduct studies and make recommendations which 
involve some Federal programs relating to State and local govern- 
ments, in areas other than fiscal, taxation or Federal aid, it is not 
anticipated that this Commission will in any way overlap or dupli- 
cate the studies and recommendations to be made by the Commission 
on Intergovernmental Relations. 


PROVISIONS OF S. 106 


Under the amended bill, the Commission on Governmental Opera- 
tions would be empowered to make studies and recommendations to 
the Congress, to promote economy, efficiency, and improved public 
service with respect to the following matters: (1) Methods and 
procedures for reducing expenditures to the lowest amount consistent 
with the efficient performance of essential services, activities, and 
functions; (2) eliminating duplication and overlapping of services, 
activities, and functions; (3) consolidating services, activities, and 
functions of a similar nature; (4) abolishing services, activities, and 
functions not necessary to the efficient conduct of government; (5 
eliminating nonessential services, functions, and activities which are 
competitive with private enterprise; (6) defining responsibilities of 
officials; and (7) relocating agencies now responsible directly to the 
President in departments or other agencies, 

_ The Commission would be authorized to study and investigate the 
present organization and methods of operation of all agencies of the 
executive branch of the Government to determine what changes are 
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necessary to accomplish the various objectives set forth in the bill. 
The Commission is required to submit interim reports from time to 
time, as it deems necessary, to submit a comprehensive report of 
activities and the results of its studies to the Congress on or before 
December 31, 1954, and its final report not later than May 31, 1955, 
at which date it would cease to exist. In its final report the Com- 
mission is authorized to propose such constitutional amendments, 
legislative enactments and administrative actions as in its judgment 
are necessary to carry out its recommendations. 

The Commission would be composed of 12 members, 4 to be ap- 
pointed by the President of the United States, 2 from the executive 
branch and 2 from private life; 4 to be appointed by the President 
of the Senate, 2 from the Senate and 2 from private life; and 4 to be 
appointed by the Speaker of the House of Representatives, 2 from 
the House and 2 from private life. Of each class of 2 members not 
more than 1 is to be appointed from each of the 2 major political 
parties. A Chairman and Vice Chairman would be elected by the 
Commission from among its members; vacancies would not affect 
its powers and would be filled in the same manner in which the 
original appointment was made; 7 members would constitute a 
quorum; service of an individual as a member, or employment by the 
Commission of attorneys or experts in any business or professional 
field, would not be considered as service or employment bringing 
such individuals within the conflict-of-interest statutes. 

Members of the Commission from either the legislative or executive 
branches of the Government would serve without additional com- 
pensation, but members from private life would receive $50 per day 
when engaged in the actual performance of their official duties, and 
all members of the Commission would receive reimbursement for 
travel, subsistence, and other necessary expenses incurred by them 
in the performance of the duties of the Commission. 

The Commission would be authorized to appoint and fix the com- 
pensation of such personnel as it deems advisable, in accordance with 
the provisions of the civil-service and classification laws, and is also 
authorized to procure, without regard to such laws, temporary and 
intermittent services at rates not to exceed $50 per day. 

The Commission, or any member thereof, may hold such hearings 
and sit and act at such times and places, and take such testimony, 
as the Commission or such member may deem advisable. Any 
member may administer oaths or affirmations to witnesses appearing 
before the Commission. Finally, the Commission is authorized to 
secure directly from any executive department, bureau, agency, 
board, commission, office, independent establishment, or instrumen- 
tality information, suggestions, estimates, and statistics for the pur- 

_ pose of this act, and each such department, agency, etc., is authorized 
and directed to furnish such information, direc tly to the Commission 
upon request made by the Chairman or Vice Chairman. 


HEARINGS 


Hearings on S. 106 were held on April 14, 1953. Testifying in 
) support of the bill were Senators Robert A. Taft, of Ohio, and Homer 
erguson, of Michigan, Representative Clarence J. Brown, of Ohio, 
j former Representative O. K. Armstrong, of Missouri, and Lambert 
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H. Miller, general counsel to the National Association of Manufac- 
turers. The Honorable Herbert Hoover submitted a telegram urging 
approval of the bill, and the committee received letters and statements 
from various interested persons and groups in support of the measure. 

There has been no opposition to the bill, and testimony revealed 
virtual unanimity on the part of all witnesses and members of the com- 
mittee that (1) there is a need for a comprehensive study of duplicating 
and overlapping activities, organization, methods, administration, 
functions and policies, with a view to improving Government effi- 
ciency; (2) although the earlier Commission (Hoover Commission) 
performed an important service eftectively, many of its recommenda- 
tions have not been fully implemented, and its authority was limited 

to a study of organization, methods, and administration; (3) there is a 
need for a reevaluation of the recommendations of the Hoover Com- 
mission to determine further actions required in the light of present 
conditions; and (4) the Commission should have adequate authority, 
as proposed in the bill, to examine not only all of the governmental 
operations previously examined by the Hoover Commission, but also 
Federal functions, programs and policies as well. 

The committee is in accord with the views of Senator Ferguson, 
sponsor of the subject bill, who testified that— 

the original Hoover Commission did an outstanding job, but its activities were 
limited to a study cf the efficient conduct of the activities of the Government 
and it did not make recommendations on the important question of whether or 
not the Government should perform a given activity or service. * * * Herein 
lies an erlormous field which has not reached the close and overall scrutiny which 
is essential if we are to keep the size of our Government within bounds of reason 
and its cost within the means of our citizens * * *, The cost and the size of 
our Government can best be reduced by cutting down the things which the 
Government does. The mere process of reorganization, because of its nature, 
cannot reduce the size of Government or its burden on the taxpayer by more than 
a few percent. Reorganization cannot strike at the heart of the problem of big 
Government. 


In comparing the authority of the Commission proposed by S. 106 
with that of the Hoover Commission, Senator Ferguson pointed out 
that— 


With only a few exceptions, the language of S. 106 is identical with the language 
of the statute which created the original Hoover Commission on Organization 
of the Executive Branch of the Government. The most important difference 
between this bill and the Hoover Commission statute is found in the declaration- 
of-policy section. These paragraphs are intended to make certain that this 
Commission has full power to look into the activities of the Federal Government 
from the standpoint of policy and to inquire, ‘Should the Government be per- 
forming this activity or service, and if so, to what extent?’ This Commission 
must ask questions of this nature which the original Hoover Commission did 
not ask. 


Representative Clarence J. Brown of Ohio, who sponsored a com- 
panion bill in the House of Representatives, testified that— 


The thought behind the legislation Senator Ferguson and I have introduced 
has been * * * not only to carry on the work of the Hoover Commission 0! 
Government organization, * * * but to go into certain fields that the Hoover 
Commission itself could not go into. * * * In other words, the Hoover Cor 
mission was limited to the study of the Government structure, that is, of the 
executive department, and as to how we could make it work more efficiently a 
more economically to do the things that it was doing, and not to pass ups 
whether or not it should be done at all, or whether some other things should be 
done, or some other ways should be thought of. * * * We did not have the 
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power to recommend a complete elimination or abolition of an activity, but only 
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“Inasmuch as you are doing so and so, here is the best way to do it, the most 
efficient way. 


In a telegram to the committee, the Honorable Herbert Hoover 
urged approval of the bill, and stated that— 


The Ferguson-Brown bill looks to the reestablishment of such a commission 
on organization of the executive branch of the Government as that over which 
I presided from 1947 to 1950, with powers to investigate and recommend policies 
as well as administrative methods. That former Commission was unable to report 
on policy questions, 


COMMITTEE ACTION 


The committee considered S. 106 in executive session on April 23, 
1953, at which time Mr. Joseph M. Dodge, Director of the Bureau of 
the Budget, presented the views of the administration, both as to the 
original bill and with respect to amendments incorporated in the bill 
as reported. After due consideration, the committee adopted the 
following amendments: 

Section 1.—In its original form, section 1 established as congres- 
sional policy for the Commission, 10 basic objectives which the Com- 
mission was to follow in carrying out its duties. Two of these were 
found to constitute a possible interference with executive and legis- 
lative prerogatives as related to the budgetary process, and one was 
found to be redundant or otherwise unnecessary. 

Paragraph 1, which originally established an objective of “limiting 
expenditures to the lowest amount consistent with the efficient per- 
formance of essential services, activities, and functions’ was amended 
to provide that the Commission recommend ‘‘methods and procedures 
for reducing” such expenditures. In adopting this amendment, the 
committee accepted the view of the Director of the Bureau of the 
Budget, to the effect that the original language might permit inter- 
ference with budgetary practices and policies. Paragraph 8, which 
provided for the postponement of expenditures under certain circum- 
stances, was eliminated for the same reasons. Paragraph 5, which 
provided for defining and limiting executive functions, services, and 
activities, was eliminated as surplusage, being adequately provided 
for in other paragraphs of this section. 

In addition, paragraph 6, which authorized a study of Federal-State 
relations with a view to “eliminating services, functions, and activities 
more properly within the jurisdiction of State and local governments,” 
was eliminated in order to avoid any conflict in duties and scope of the 
Commission on Intergovernmental Relations, as proposed under the 
provisions of S. 1514, authorizing a broad overall study of Federal- 
State-local relations. 

The remaining paragraphs in section 1 were renumbered to conform 
to these amendments approved by the committee. 

Section 2 (a).—In its original form, section 2 provided for the estab- 
lishment of a Commission on Organization of the Executive Branch 
of the Government. Since this name was identical to that of the 
Commission created in the 80th Congress (Hoover Commission), the 
committee changed the name to ‘(Commission on Governmental Oper- 
ations” so as to avoid confusion, to indicate clearly that the scope and 
authority of the new Commission was considerably wider than that 
possessed by the Hoover Commission, and to simplify differentiation 
between the two Commissions. 
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Section 2 (b).—As introduced, S. 106 contained no provision for 
exempting members or employees from the conflict-of-interest statutes. 
Although the original act which created the Hoover Commission con- 
tained no such provision, due to difficulties encountered in connection 
with the recruitment of qualified personnel for service with the Com- 
mission, and at Mr. Hoover’s request, Public Law 162, 80th Congress, 
which established the Hoover Commission, was amended to include 
such an exemption (Public Law 391, 80th Cong.). Accordingly, the 
committee held that it was desirable to avoid any problem in this 
connection by incorporating this exemption. 

Section 3.—In its original form, section 3 (b) provided that in each 
class of 4 members appointed to the new Commission, 1 member, if 
available, was to be a former member of the Hoover Commission. 
Although the committee felt that the objectives of this provision were 
meritorious, it held that it would not be desirable to place such a 
restraint upon the appointing authorities and this subsection was 
eliminated. This was in accord with the views of the Director of the 
Bureau of the Budget, who held that it was too restrictive and that 
the President should have complete freedom of choice insofar as the 
four appointments to be made by the President were concerned. 
While the committee agreed with this point of view, and desired to 
give all appointing officials a free hand in the selection of members 
best qualified to serve, it was the general concensus of the committee 
that the appointing authorities might well consider the inclusion of 
former members of the Hoover Commission who may be available, 
so as to give the new Commission the full benefit of their experience 
and qualifications, 

Although the statute establishing the Hoover Commission contained 
a provision requiring that the members should be appointed on a 
bipartisan basis, S. 106 did not. In view of the advantages of bipar- 
tisanship in this type of an operation, an amendment, which provides 
that of each class of 2 members to be appointed not more than 1 shall 
be from each of the 2 major political parties, was approved as a new 
subsection (b). 

Section 6. —Section 6 (ec) provided for the payment of a per diem of 
$75 to members of the Commission from private life when engaged 
in the actual performance of their duties. Since this constituted a 
departure from the conventional payment of $50 per day, this sub- 
section was amended to provide for the usual per diem of $50. It 
was pointed out at the hearings that, although many persons serving 
in such capacities receive fees in excess of $75 for similar service in 
private industry, service as a member of the proposed Commission 
should be considered as a contribution to the Nation, and any indi- 
vidual who would serve for $75 would be equally available at the usual 
fee of $50. 

Section 7.—Section 7 of S. 106 authorized the Commission to appoint 
and fix the compensation of personnel in accordance with civil-service 
and classification laws. No provision was made for the procurement 
of temporary consultants without regard to such laws. Accordingly, 
a new subsection, (b) was added which gives the Commission such 
authority. A similar amendment was necessary to the act creating 
the Hoover Commission (Public Law 391, 80th Cong.), after that 
Commission was unable to function effectively without such authority. 
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A perfecting amendment to subsection (a) changed the reference 
to the Classification Act of 1923 to the Classification Act of 1949. 

Section 9.—Since the reporting and termination dates provided in 
the original bill were amended by the committee in section 10, section 
9 was eliminated as being unnecessary. 

Section 10.—Section 10 (b) originally provided that the ‘““(Commis- 
sion shall make a report of its findings and recomme ndations to the 
Congress not later than February 1, 1954,” and section 9 provided 
that the Commission shall cease to exist 90 d: ays thereafter. Experi- 
ence has demonstrated that this period will not be adequate to 
enable the Commission to perform its duties as fully as necessary, 
and that it is desirable that the Commission be authorized to submit 
interim reports from time to time. Although the Hoover Commission 
was required to report to the Congress within 10 days after the con- 
vening and organization of the next succeeding Congress after its 
creation, (July 7, 1947, to January 13, 1949) it was necessary to 
extend the time for completion of its work by an additional period of 
60 days (H. J. Res. 448, 80th Cong.). 

Accordingly, section 10 (b) was amended to authorize the Com- 
mission to submit interim reports ‘“‘at such time, or times, as the 
Commission deems necessary’ and to require the submission of a 
comprehensive report of its activities and the results of its studies to 
the Congress on or before December 31, 1954, with a final report to 
be filed not later than May 31, 1955, at which time the Commission 
will cease to exist. With the adoption of this amendment, section 9 
was eliminated as unnecessary. The committee held that the date 
prescribed in the original bill for its termination would not provide 
sufficient time for the Commission to organize and complete its 
studies and recommendations. It was also the view of the committee 
that it would be desirable to have the Commission continue to func- 
tion at least for a limited time after submission of its final report in 
order that members of the Commission might be available to com- 
mittees of the Congress in connection with consideration of legislation 
submitted to carry out its recommendations. 

An additional sentence was added to this subsection authorizing the 
Commission, in its final report, to propose such constitutional amend- 
ments, legislative enactments and administrative actions as in its 
judgment are necessary to carry out its recommendations. This was 
added because the committee believes that concrete proposals in 
legislative form would be far more effective, and more clearly indicate 
the scope of the proposed reorganization or legislative changes, than 
the mere submission of recommendations. 

The committee also adopted a number of minor amendments of a 
technical or perfecting nature, consisting largely of renumbering of 
sections and subsections made necessary by the adoption of the 
substantive amendments previously described. 


CONCLUSIONS 


In a report issued by this committee on January 9, 1953, — 
“Senate Action on Hoover Commission teports”’ (S. Rept. No. 
83d Cong.), it was pointed out that the Hoover Commission re ports 
) demonstrated the value of independent bipartisan commissions in 
| developing facts and submitting recommendations to the Congress 
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for appropriate action, based on studies of national problems by 
qualified public-spirited citizens of the Nation. 

The report called attention to specific instances where the Hoover 
Commission had recognized in its reports the difficulty of separating 
policy from reorganization. In its concluding report, the Commission 
observed that it had “not been concerned with matters of substantive 
policy,” but had ‘focused its attention mainly on how efficiently 
present services were being performed, rather than on the question 
whether they should or should not be performed.’’ This report also 
cited a number of Hoover Commission recommendations involving 
substantive policy rather than reorganizations, which were held to be 
beyond its authority. This conclusion was confirmed by witnesses 
appearing before the committee in support of 5. 106, and by former 
President Hoover, who stated that the new Commission should have 
powers to investigate and recommend policies as well as administrative 
methods, pointing out that the former Commission was unable to 
report on policy questions. 

It is the view of the committee that S. 106, as amended, will provide 
for the broad study of governmental operations which is so urgently 
needed at this time. Unlike its predecessor, the proposed new Com- 
mission will be authorized to investigate and recommend not only 
with respect to organization, methods, and administration, but also 
as to the need for changes in Federal functions and policies as well. 
Such a study, in the opinion of the committee, will add materially to 
the efficient functioning of the Government and may effect substantial 
savings in its operations and improve Federal services to the people 
of the Nation. 

In recommending approval of S. 106, as amended, the committee 
desires to stress the view that such action is not intended to interfere 
in any way with any reorganization programs that may now be under 
consideration by the President. If approved by the Congress, the 
Commission would not be required to submit its findings and recom- 
mendations until December 31, 1954, and its final report until May 
31, 1955. Reorganizations which are presently under consideration 
by the President, or the Congress, proposing further streamlining and 
reorganizations of the executive branch of the Government should not, 
in the opinion of the committee, be delayed unnecessarily pending 
the submission of these reports. 

2 
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May 4] (legislative day, Aprii 6), 1953. Ordered +A\ ha’ ptinttgdy ARDY 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany 8S. 1334] 


The Committee on the Judiciary, to which was referred the bill 
S. 1334) for the relief of the Reverend A. E. Smith, having considered 
the same, reports favorably thereon, without amendment, and recom- 
mends that the bill do pass. 

PURPOSE 


The purpose of the proposed legislation is to provide for payment 
of the sum of $1,706.40 to Rev. A. E. Smith, of Bismarck, N. Dak., in 
full satisfaction of all claims against the United States for reimburse- 
ment for custom duties paid upon the importation of stained glass 
windows for use in St. George’s Church in Bismarck, N. Dak. 


STATEMENT 


An identical bill of the 82d Congress passed the Senate July 3, 1952. 

The Reverend A. E. Smith is rector of St. George’s Episcopal 
Memorial Church in Bismarck. On behalf of his church, claimant 
entered into negotiations with the firm of Barton, Kinder & Alderson, 
of Brighton, England, for stained glass windows to be installed in St. 
George’s Church. Pursuant to these negotiations, an importation of 
stained glass windows was made by claimant. The importation was 
entered at Minneapolis, Minn., under consumption entry No. 0425, 
dated February 4, 1949. 

The consular invoice showed a value in English money of £3:6:3 
per square foot, the value of this amount of English money changed 
into United States currency being $13.25. 

Stained or painted window glass or stained or painted glass windows 
which are works of art, when imported to be used in a house of worship 
valued at $15 or more per square foot, are free of custom duties under 
paragraph 1810, Tariff Act of 1930. The Treasury Department held 
that the importation by claimant was of a value less than $15 per 
square foot which removed the importation from the free provisions 
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of paragraph 1810 and brought the mere handise under paragraph 
of the Tariff Act which, at the time of importation, carried 


percent ad valorem rate of duty for sts ained or painted glass window 


and parts thereof, not specially provided for. Because of this det 
nation bv the Treasury Department, the Reverend A. E. Smit] 
assessed the sum of $1,706.40 as customs duties properly 
under the law. 


The Treasury Department opposes enactment of this legislation 01 


the ground that the customs duties were properly assessed unde! 
law 
The Department of Justice concurs in the adverse report o! 
Treasury Department 
The committee is not in agreement with the adverse report 
Treasury and Justice Departme nts Evidence presented | te 
committe we aetpiog that the Reverend Smith acted in good 
upon representations made by the British firm that the valu 
stained glass windows was substantially in excess of $15 per 
foot, but that the British firm being anxious to secure addi 
business in this country and establish a market for their product 
making an offer for the sale of such glass at substantially less tl 
actual valu The committee is of the opinion that the Ri 
Smith was induced to import the windows from this firm, becau 
value was in excess of $15 per square foot and actually of a val 
$22 per square foot. Further, the price quoted to the chu: rel 
$15 per square foot, the English firm using a pound conversio} 
‘of £3:6:3 The English figure was converted to the Am 
equivalent of $13.25 due to devaluation of the pound 
The committee agrees that the statute should ordinarily 
all alike. However, it is evident that a mistake occurred 
of the exchange rate, and the ehurch in good faith believed tha 
windows had a value in excess of the statutory minimum and the 
would be imported duty-free. 


The committee therefore recommends that this bill be favorab! 


considered on the ground that St. George’s Church should 
penalized for a mistake made in good faith. The committee vy 


emphasize that favorable consideration of this claim in no wise sho 


be construed to constitute a precedent. The committee is 


favorably in this instance, because of the unusual cireumstan 


surrounding this claim. 

A number of affidavits have been submitted in behalf of 
and are on file with the committee. 

Attached to this report and made a part hereof are reports ¢ f 
Treasury Department and the Department of Justice submitt 
connection with an identical bill of the 82d Congress. 


TREASURY DEPARTMENT 
Washington, April 11 
Hon. A. Devitt VANECH, 
Deputy Attorney General, 


De partment of Justice. 


My Dear Mr. Vanecu: Reference is made to your letter of January 17, 1952 


asking for comments on 8. 2373, a bill for the relief of the Reverend A. E. 5 
The bill proposed that the Reverend Smith be paid the sum of $1,706.40 for 
bursement for customs duties paid on an importation of stained glass wind 
use in St. George’s Church in Bismarck, N. Dak. 
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ation of stained glass windows was made by the Reverend A. E. 
church of which he is rector. The importation was entered at 
Minn., under consumption entry No. 0425, dated February 4, 1949. 
painted window glass or stained or painted glass windows which are 
when imported to be used in a house of worship, valued at $15 or 
iare foot, are free of customs duties under paragraph 1810, Tariff Act 


rtation by the Reverend Smith was of a value less than $15 per square 
moved the importation from the free provisions of paragraph 1810 
the merchandise under paragraph 230 of the Tariff Act which, at the 
rtation, carried a 40-percent ad valorem rate of duty for stained or 
; windows, and parts thereof, not specially provided for. 
amount of $1,706.40 assessed on the importation represents customs 
properly accrued under the law, this Department cannot recommend 
tion on the bill. 
truly yours, 
Joun S. GRAHAM, 
Acting Secretary of the Treasur 


DEPARTMENT OF JUSTICE, 
Washington, D. C., May 1, 1952. 
UCARRAN, 
Committee on the Judiciary, 
United States Senate, Washington, D. C. 
SenATOR: This is in response to your request for 
f Justice concerning the bill (S. 2373) for the relief 


iid provide for payment of the sum of $1,706.40 to Rev ~ Be 
arck, N. Dak., in full satisfaction of all claims against the United 


mbursement for custom duties paid upon the importation of stained 
ws for use in St. George’s Church in Bismarck, N. Dak. 
ance with your request, a report was obtained from the Treasury 
concerning this legislation. According to that report, which is 
appears that the importation in question was entered at Minneapolis, 
February 4, 1949. Under the applicable section of the custom laws 
lariff Act of 1930), stained or painted glass windows which are works 
alued at $15 or more per square foot, when imported to be used in ¢ 
ip, are free of custom duties. The stained glass windows imported 
| Smith were of a value less than $15 per square foot, which removed 
the free provisions of the foregoing section and brought them under 
230 of the Tariff Act, which at the time of importation carried a 40 
valorem rate of duty for stained or painted glass windows, and parts 
specially provided for. 
rreasury Department states that since the amount of $1,706.40 assessed on 
portation represents customs duties which properly accrued under the law, 
end favorable action on the bill. 
facts in this case, it would appear that because the stained glass 
ported were not of sufficient value to come within the free provision 
able statute, the regular customs duties were assessed against them. 
of these facts, no reason appears why an exception to the general 
of the statute should be made in this case. Moreover, no reason 
claimant did not appeal from the assessment made, as provided in 
if he considered the assessment to be incorrect. 
one individual or organization from the general purview of the law 
ng all others similarly situated to observe the requirements of such 
id appear to be most inequitable. 
reasons, the Department of Justice concurs in the adverse recom- 
f the Treasury Department. 
eau of the Budget has advised this office that there would be no objec- 
submission of this report. 
ly, 
A. Devitt VANECH, 
Deputy Attorney General. 
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MR. AND MRS. JOSEPH W. FURSTENBERG 


May 4 (legislative day, Aprit 6), 1953.—Ordered to be printed 


\ir. LANGER, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 662 


» 


The Committee on the Judiciary, to which was referred the bill 
H. R. 662) for the relief of Mr. and Mrs. Joseph W. Furstenberg, 
having considered the same, reports favorably thereon, without amend- 


nent, and recommends that the bill do pass. 
PURPOSE 


The purpose of the proposed legislation is to pay the sum of $1,000 
Mr. and Mrs. Joseph W. Furstenberg in full settlement of their 
daims against the United States arising out of the loss of registered 
etter mailed by Mrs. Furstenberg at a United States naval post office 
n Argentia, Newfoundland. 


STATEMENT 


On June 28, 1949, Mrs. Joseph W. Furstenberg sought to purchase 
imoney order in the sum of $2,000, which she intended to forward to 
herself and her husband at Paris, Ark., where the Furstenbergs planned 
to spend a 30-day leave with their family. The postal clerk at the 
naval post office at Argentia, Newfoundland, from which Mrs. Fursten- 
berg sought to secure the money order, advised her that she could not 
snd a money order for that amount unless she purchased 20 money 
orders at $100 each. However, the employee recommended to Mrs. 
Furstenberg that she send the money by registered mail. Mrs. Furs- 
tenberg accepted this advice and mailed the cash by registered mail. 
The receipt for the registered article shows a declared value of $2,000 
and a surcharge of 10 cents paid for the amount above $1,000. 
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The registered article was lost in the mails ard so far, the claimants 
have only been reimbursed for $1,000, the limit allowed by law f» 
the loss of any one registered article. This bill would reimburse 4 
claimants for the remainder of their loss. 

The Office of the Postmaster General submitted a report on a 
earlier bill for the relief of these claimants and advised that the Do. 
partment would interpose no objection to the bill. 

The committee feels that the strict application of the law in ¢thjs 
case would be inequitable. The claimants apparently acted on ¢} 
advice of the postal clerk without any knowledge on their part of tho 
limitation on the liability of the Government in the event of loss. |; 
is true that an error has been made, but if assessment is to be mac 
for that error, it ought not be charged to the claimants. 

The committee, therefore, recommends favorable consideration 0 
this legislation. 

Attached to this report are the notarized statement of the claimant 
a copy of the receipt for the registered article and the report of tl 
Office of the Postmaster General referred to earlier. 
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OFFICE OF THE POSTMASTER GENERA 
Washington 25, D. C., July 11 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives. 

Dear Mr. CuatrRMAN: Reference is made to your request for report o1 
2898, a bill for the relief of Mr. and Mrs. Joseph W. Furstenberg. 

‘The measure provides, in part, as follows: 

“That the Secretary of the Treasury is hereby authorized and directed t 
out of any money in the Treasury not otherwise appropriated, to Mr. : 
Joseph W. Furstenberg, Toms River, N. J., the sum of $1,000. The 
of such sum shall be in full settlement of all claims of the said Mr 
Furstenberg against the United States arising out of the loss of a regist 
mailed by the said Mrs. Furstenberg at a United States naval post offi 
Argentia, Newfoundland, on June 28, 1949. The said Mrs. Furstenberg ma 
such letter, which contained $2,000 in cash, in reliance on the assertion of a p 
employee in such office that registered mail was the safest way to send such mon 
Although the declared value of such letter was $2,000, and although the said 
Mrs. Furstenberg paid a registration surcharge which was based on such declared 
value, the said Mr. and Mrs. Furstenberg have heretofore been reimbursed 
$1,000, which is the maximum amount payable under existing law for the loss 
anv one piece of registered mail: * * *,” 

The records of this Department disclose that during August 1949 Mrs. Jos 
W. Furstenberg filed a claim for indemnity to cover the loss of registered ar 
No. 2646, mailed by her, on June 28, 1949, at a naval post office in Ars 
Newfoundland, to Mr. and Mrs. J. W. Furstenberg, Paris, Ark. 

Investigation disclosed that the registered article, at the time of mailir 
contained $2,000 in currency; that the sender had paid the maximum registry f 
of $1.50 and required surcharge; and that the registered article had beer 
while in the custody of the postal service. Accordingly, postal indemnity 
paid in the amount of $1,000, which is the limit fixed by law for the loss of 
one registered article. 

The pertinent papers in this case have been transmitted to the General Account- 
ing Office with the document allowing the claim for $1,000. However, fron 
information available, it appears that Mrs. Furstenberg, at the time of m 
expressed a desire to purchase a money order for the full $2,000 she desired t 
transmit to the United States. She was informed that she could not send that 
amount by money order unless she purchased 20 money orders for $100 eac! 
The accepting employee recommended to Mrs. Furstenberg that she send the 
money by registered mail. The employee could have suggested that the sum 
$1,000 be placed in each of two envelopes and sent as registered mail. Upon th 
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payment of a registration fee of $1.50 and the required postage on each article 
‘| indemnification would have been provided for each article in the event of loss. 
The Department entered into a contract with the mailer whereby it agreed to 
leliver the registered article intact or be responsible for indemnity up to $1,000. 
rhe mailer was not obligated to avail herself of the Department’s limited accept- 
e of responsibility. 
» Go vernment discharged its legal obligation when the claim for indemnity 
13 allowed and the sum of $1,000 was paid to the claimant. In similar cases in 
ast this Department has saleodeals from recommending that favorable con- 
<deration be given measures similar to H. R. 2898. It is believed that to do 
+herwise would place the Department in the light of specially favoring certain 
jividuals or firms. However, because of the circumstances in this case, if it be 
sense of Congress that this measure-is meritorious, this Department will 
terpose no objection to its enactment. 
. Bureau of the Budget has advised that there is no objection to the presen- 
of this report to your committee. 
Sincerely yours, 
J. M. Donaupson, Postmaster General. 


(Stamped: New York, N. Y., 28 Jun 1949. 10957 BR.} 


REcEIPT FOR REGISTERED ARTICLE No. 2646 


fee paid. A. M. class postage paid. 28 June 1949. 
(DATE) 
ared value, $2,000. . Surcharge paid, $.10. 
m Mrs. Joke W. FurstTeEnBERG, c/o GEN. Det., USN—Navy #103 c/o 
(Sender) (Street and number (Post office and 
N; ¥. 


Addr ssed to Mr. or Mrs. Jos. W. Furstenserc, EM2, Route #3, Paris, 


4 ddressee) (Street and number) 


Special delivery fee 
Postmaster, per 


Joseph W. and Mary J. Furstenberg. 


Saute oF NEw JERSEY, 
County of Ocean, ss: 

Joseph W. Furstenberg and Mary J. Furstenberg, husband and wife, respec- 
tively, residing at 412 Hooper Avenue, Toms River, county of Ocean, State of 
New Jersey, being duly sworn, depose and say: 

That on June 28, 1949, Mrs. Furstenberg appeared at the naval post office, 
\rgentia, Newfoundland, which was a post office provided for military personnel. 

requested a money order in the sum of $2,000 which she intended to forward 
erself and her huspand at Paris, Ark. This destination was where deponents 
led to spend a 30-day leave with their family. 

[hat the postal clerk thereupon advised Mrs. Furstenberg that she could not 
nd a money order for that amount unless she sent 20 money orders, at $100 each. 
‘he postal clerk went on to say “‘the safest = to send it would be by registered 
ail and if I had that money, I would send it that way.” 

That the name of this postal clerk was Simmons, the first name of which Mrs. 
irstenberg does not remember. 

Ths at deponent, Mary Furstenberg, thereupon called her husband at the film 
xchange and advised her husband of the information received by the mail clerk. 
He thereupon advised her to go ahead and mail it as the post-office clerk suggested. 

That the money was placed in a double envelope and registered at the post office, 
areceipt of which is attached below. 

It is submitted that the declared value is $2,000, and that the surcharge of 10 
nts was added for the excess of $1,000. 
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That if the postal regulations limited the sending of cash through th: 
then certainly the fault lay with that agency in permitting and advising 
remittance of $2,000 in 1 envelope instead of $2,000 in 2 envelopes. 

That this affidavit therefore, is made on behalf of deponents for the Purposes of 
substatntiating their claim against the United States Government for the sum of 
$1,000, a like sum having already been received pursuant to an original claim 

JosepH W. Furstrenpeng. 
Mary J. Furstenperc 
Sworn and subscribed to before me this 22d day of November 1950. 
[SEAL] GENEVIEVE A. ScHRAMER, 
Notary Public of New Jer 


sey. 


My commission expires May 3, 1953. 


O 
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MRS. MURIEL J. SHINGLER 


May 4 (legislative day, Aprit 6), 1953.—Ordered to be printed 


\r, Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 720) 


[he Committee on the Judiciary, to which was referred the bill 
H.R. 720) for the relief of Mrs. Muriel J. Shingler, doing business as 
Shingler’s Hatchery, having considered the same, reports favorably 
| 


thereon, without amendment, and recommends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to pay to Mrs. Muriel J. 
Singler, doing business as Shingler’ s Hatchery, of 11543 South 
Paramount Boulevard, Downe xv, Calif., the sum of $305.15, in full 
witlement of all claims of said hatchery against the United States for 
rimbursement for the loss of approximately 1,795 baby chicks which 
were contained in a shipment of 9,000 baby chicks mailed by Shingler’s 
Hatchery on November 30, 1950, to Peterson Feed & Supply Co., 
Tueson, Ariz. 

STATEMENT 


The claimant in this case operates a hatchery in Downey, Calif., and 
_ been accustomed to shipping baby chicks through the facilities of 
¢ Railway Express. In November 1950 claimant made arrange- 
ents through the local post office to ship baby chicks through the 
facilities of that De :partment. Since the chicks were shipped by parcel 
post, they were eligible for insurance under the postal regulations, and 
the claimant left a de :posit with the local post-office employees to cover 
uch insurance for the various shipments which were then being made. 
On November 30, 1950, claimant mailed a shipment of 9,000 chicks to 
the Peterson Feed & Supply Co., Tucson, Ariz., and the next morning 
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~~ 


was informed by the addressee that only 6,000 chicks had arriy; 
1,495 of them were actually dead and 300 dying. Subseq 
however, the 3,000 missing chicks were located. Upon inquiry at ¢}y 


} 


post office in Downey, claimant discovered that through a clerics 
error the responsible ‘clerk had failed to insure this particulay ship 
ment, so that claimant suffered a loss on the shipment in the amo 
of $305.15 

In a letter dated May 2, 1952, in connection with an identical] 


of the 82d Congress, the Post Office Department advised the ( 
mittee on the Judiciary of the House of Representatives as follows 


In view of the circumstances in this case, this Department will inter 
objection to the enactment of this legislation if it be the sense of Congress tha 
measure 1s meritorious 


In view of the facts in this case, the committee recommends fay 
able consideration of the bill. 

Attached hereto and made a part of this report are letters and oth 
material setting forth in detail the facts in this case. 


OFFICE OF THE PosTMASTER GENERA 
Washington, Bp. t.. Vay 
Hon. EMANUEL CELLER 
Chairman, Committee on the Judiciary, 
House of Representatives. 

Dear Mr. CHAIRMAN: Reference is made to your request for a report 
6788, a bill entitled ‘‘For the relief of Mrs. Muriel J. Shingler, doing b es 
Shingler’s Hatchery 

his measure provides, in part, as follows: 

‘That the Secretary of the Treasury is authorized and directed to pay 
any money in the Treasury not otherwise appropriated, to Mrs. Muriel J. 5} 
doing business as Shingler’s Hatchery, of 11543 South Paramount Boul 
Downey, California, the sum of $305.15. Payment of such sum shall be 
settlement of all claims of the said Shingler’s Hatchery against the United Sta 
for reimbursement for the loss of approximately one thousand seven hundred a 
ninety-five baby chicks which were contained in a shipment of nine thousand 
chicks mailed by the said Shingler’s Hatchery on November 30, 1950, at Dx 
California, to Peterson Feed and Supply Company, Tuscon, Arizona. Sucl 
ment was not insured by employees of the Post Office Department although s 
insurance was requested by the said Shingler’s Hatchery prior to the time 
shipment was made. Such claims are not cognizable under the provisions of t 
28 of the United States Code relating to tort claims against the United States | 
reason of section 2680b of title 28 of the United States Code exempting fron 
provisions those claims arising out of the loss, miscarriage, and negligent 
mission of postal matter. * * *” t Sup 

The records of this Department show that it has been the practic 
Shingler’s Hatchery at Downey, Calif., to leave a deposit with the post « 


Downey to cover the postage on shipments of baby chicks made by the ha ( 
so that it would not be necessary for representatives of the hatchery to wait a Wy 
post office until the parcels were weighed and the postage charges comput = pe 
Apparently, it had been the practice of the hatchery to have the bab 

transmitted by ordinary mail instead of by eee or collect-on-delivery ma i 


It appears that sometime prior to November 23, 1950, Mrs. Shingler discuss 
with the assistant postmaster at Downey the possibility of having the shipments 
baby chicks sent by insured mail, and that some of the shipments were so handl até 
However, it appears that through misunderstanding all of the clerks in the Dow 
ney, Calif., post office, who handled the shipments of baby chicks, were no 
formed that the sender desired to have the shipments sent by insured mail. A 
cordingly, the shipment mailed on November 30, 1950, addressed to the Peter as 
son Feed & Supply Co., Tucson, Ariz. (the subject matter of H. R. 6788), was s Phe 
by ordinary mail. No portion of the amount deposited by the hatchery was us’ sure 
for insurance fees, and it appears that the remainder of the amount on depo i ent 
applied as postage to cover later shipments 
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statements made by the assistant postmaster, superintendent of 
erk in charge at the Downey, Calif., post office, are enclosed for the 
f the committee 





the " for indemnity was filed against the Department for the death of the 
ies ontained in the shipment of November 30, 1950. This claim was 
cE November 21, 1951, as the evidence showed that the parcels were 
ay and there is no appropriation available for the payment of indemnity 
oss o1 rifling of, or damage to, the contents of parcels sent as domestic 
} ff the circumstances in this case, this Department will interpose no 
the enactment of this legislation, if it be the sense of Congress that 
s meritorious, 
w iu of the Budget has advised that there would be no objection to the 
of this report to vour committee 
- ely Vours 
J. M. DoNALpDsSoN 
Postmaste General 
hh Downey, Cauir., January 19, 1952 
( Doyut 
of Representatives 
CONGRESSMAN: Thank vou for your letter of January 10 enclosing report 
Post Office Department. I also wish to thank you for your time and 
etting this action 
closing a full and complete statement of facts including the financial 
hope that your suggestion to get further action may be successful 
vou of my sincere appreciation for your time and effort 
Verv truly, 
SHINGLER’s HaTCHERY. 
MuRIEL J. SHINGLER 


s ribed and sworn before me this 19th dav of January 1952 


L. GREEN, 
Notary j Public 
mmission expires April 30, 1954. 


Downey, Cauir., January 19, 1952 
CLiypE DoyLe, 


House of Representatives, Washington, D. C. 


CONGRESSMAN: Prior to my husband’s death in January 1949, he had 
shipping baby chicks by Railway Express. We were assured of protection 

of loss, but when the rates rose so rapidly I inquired at the post office 

iring baby chicks and was informed that I could not insure them but 

{ship them e. 0. d. This was impossible for me as I ship on open consign- 
so sent some by mail and lost ashipment of 1,500 about November 1, 1950. 

one of the postal emplovees suggested I insure them and I found I was 
formed. So on November 23, 1950, [I insured 10,000 chicks to Peterson Feed 

t Supply, Tueson, Ariz., and they went through in good shape so the following 
| insured 9,000 to the same firm. Our instructions were to deliver the 
vith a check on deposit to cover all charges and the receipts were mailed 

e. The following morning Mr. Peterson, of Tucson, called me and said only 
00 chicks had arrived and 1,495 dead and 300 in a dying condition. I called 
s post office and then Los Angeles office to trv and locate the lost 3,000 chickens. 
arrived on a later train in fine shape. Not until I called for the receipts 

il find the shipment was not insured. Mr. Dever, the assistant postmaster, 
{ that he had the check to cover the charge and instructed the clerks to 

e chicks but that the clerks failed to do so. Mr. Bryson had me write 
itement cf the facts, also get a statement from M1. Peterson as to the condition 

t ks and he would send in a claim to the Postal Department at Washing- 
In April I had received no word so wrote the Postmaster General. Then I 
in August and put in another claim as apparently no other claim 


he answer to this claim was denied because the articles in question were not 

sured but I understand from the letter from the Postmaster General’s Depart- 

ent that special action could be taken in this case. So I am enclosing invoice 
show the amount of my loss and will appreciate any effort you may put forth 
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in my behalf I do think the shipper should be reimbursed when 
operated with the post office and through no fault of our own we have | 
Very sincere ly, 
Movriet J. Sy 
Subscribed and sworn before me this 19th day of January 1952. 


[sea] L. W Gri 
\ a 
My commission expires April 30, 1954. 


Downey, Cauir., May 
Hon, Ciypr Doyut 
House of Rep esentatlives. Wasi ington, DG 


DEAR CONGRESSMAN: Thank you for your letter of May 12 and sha 
to provide you with the facts regarding my case H. R. 6788 Che ori 
and claims are no doubt in the files of the Postmaster General’s Depart 
filed claims through the post office here and with you which were us 
Di partme nt 

rior to my husband’s death in January 1949 we had been shipp 
chicks by express as we thought we were better protected than b 

All, ne rate increased I ir suired of this post office about 
and w nformed that I could not insure but by shipping ec. o. d. they 
automatically I could not ship that way as my customers paid the 
nontl n November I lost 1,500 chicks in the mail and at that time 
emplovees suggested I insure them. Upon investigation, I found I had 
the wrong information and could insure chicks. So on November 2 
tiled and insured 10,000 chicks to Peterson Feed & Supply, 440 Nor 
Tuesor Ay The went through in excellent condition so the next 
o the same firm 9,000 chicks My trucks delivered them to the post 
a check covering all charges After this second shipment was sent I 1 
telephone message fron r. Peterson informing me that onlv 6,000 
arrived and 1,495 of them actuallv dead and 300 dying, and where wer 

3,000 chicks? I mediately called the post office and they 
to the Los Angeles office Che delaved were located and arrived on a la 
n excellent condition. Not until I called for the receipts of this shipn 
find out that the shipment had not been insured, Mr. Brvson, local 
called a meeting of mv son and the other man who delivered the chicks t 
office, Mr. Dever, assistant postmaster to whom the instruction to insure 
given, and myself \t that meeting Mr. Dever admitted he had the m 
the instructions but that the clerks failed to carry out his orders Mr 
said he had no authority to lav the blame on anyone and that if I w 
statement from Mr. Peterson, mv men, and also one from me, he would | 
put in a claim to the Post Office Department. 

These letters were given to Mr. Bryson and in April 1951 I had heard 
so wrote the Postmaster General who wrote this office and I was request: 
in another claim which I did. In August I had neard nothing so wrote to yo 
Doyle, and I did get some action. This post office had me sign another 
which I did, and then I received a letter from you stating that when I would | 
a claim the attorney in Washington could act on my claim, so I put in 
claim. This was refused by the Post Office Department due to the fact that 
have money appropriated only for damage to insured articles and that n 
were not insured and they were not responsible for negligence of their em 
Again, I appealed to you, Mr. Doyle, and through your effort you have s 
private relief bill 6788. I shall have this letter notarized at your request 
have need of any other information, I am sure you could obtain it from t 
master General’s files. 

Thanking you again for your effort in my behalf. 
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idd that private relief bill 6788 does not state that I had paid the 
e insurance as well as requested chicks to be insured. 
rs very truly, 
SHINGLER’s HATCHERY, 
MuvrRiEv |. SHINGLER. 


osing copy of the formal notice from the committee as you requested, 
he amount of the claim. 
{ and sworn to before me this 14th day of May 1952 
L. W. GREEN, 
Notary Public 
ission expires April 30, 1954. 


er Cuicks—PRopucers or SuPERIOR QuALiITty Bapy Curcks, 
Downey, CALIF. 
No. 1088 
JANUARY 19, 1951. 

terson Feed & Supply. 
‘address: 940 North Stone, Tucson, Ariz. 

y mail November 30, 1950, to 9,000 chicks, at 17 cents_ 

id and dying on arrival_ _- 


Unitep States Post OFrice, 
Division or MalIts, 


Los Angeles 52, Calif., December 28, 1950. 


etter of November 6, shipment of baby chicks. 
k's HATCHERY, 
Downey, Calif. 
Attention Mr. Shingler.) 
. Srr: Reference is made to your letter of November 6, in which a very 
is complaint was made regarding a shipment of 5,500 baby chicks, mailed 
at Downey, Calif., on Thursday, November 2, addressed to the Peterson 
i & Supply Co., 940 North Stone, Tucson, Ariz., which reached destination 
condition. In other words, according to the complaint some 1,500 chicks 
lead upon arrival, and suffocation rather than heat was indicated. 
yu were informed over the telephone, this office was concerned only with 
at prompt dispatch was made to the railroad platform at Los Angeles 
nuch as the chicks reached Tucson the morning following date of mailing, 
lent that they were promptly dispatched after arrival here. In any event 
ter was taken up with Postmaster Downey, as well as the general super- 
lent, district No. 5, Postal Transportation Service, but very careful investi- 
which has been made has failed to reveal any reason or irregularity which 
i account for so many of the chicks being dead upon arrival at Tucson. 
are very sorry that we have been unable to determine cause of death of the 
icks mentioned, but it is hoped that there will not be a recurrence of such 
regularity in the future. 
Sil cerely, 
MicHaEL D. FannineG, Postmaster. 
By W. H. GREEN 
General Superintendent of Mails. 
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ALEXANDER A. SENIBALDI 


May 4 (legislative day, Aprit 6), 1953.—Ordered to be printed 


\ir. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 739] 


The Committee on the Judiciary, to which was referred the bill 


H. R. 739), for the relief of Alexander A. Senibaldi, having considered 
the same, reports favorably thereon, without amendment, and recom- 
nds that the bill do pass. 
PURPOSE 
[he purpose of the proposed legislation is to relieve Alexander A 
Senibaldi, of Everett, Mass., of liability to refund to the United States 
sum of $624.27, which sum represents compensation received by 
\r. Senibaldi as an employee of the United States Post Office, Boston, 
Mass., during the period beginning July 16, 1946, and ending January 
) 1947, while he was employed at the Watertown Arsenal and was 
iving dual compensation from the United States at a combined 
nual rate in excess of $2,000. 
STATEMENT 
On February 1, 1946, the claimant, Mr. Alexander A. Senibaldi, 
nade application for reinstatement to his former job of ordnance 
ssembler at the Watertown Arsenal, but he was not reemployed at 
that time as there was no vacancy to which he could be assigned. 
sometime thereafter he was employed at the United States Post Office, 
Boston, Mass., as a temporary driver-mechanic at $1.04 per hour. 


Thereafter, on July 16, 1946, he was reinstated in his former position 
He did not ter- 


f ordnance assembler at the Watertown Arsenal. 
minate his employment at the Boston Post Office at that time, but 
‘ontinued to work at that office until January 2, 1947. 

On July 9, 1951, the Comptroller General determined that Mr. 
Senibaldi was indebted to the United States in the sum of $624.27 
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on account of his having received dual compensation from the Fe, 
Government for his work at the post office and the arsenal during +) 

period from July 16, 1946, to January 2, 1947, inclusive, at a co; bin in Hon. 
rate in excess of $2,000 per annum, in violation of the act of Ma 

1916 (39 Stat. 120), as amended. That act provides: 


That unless otherwise specifically authorized by law, no money approp; 


by this or any other act shall be available for payme nt to any perso 
more than one salary when the combined amount of said salaries exceeds 
of $2,000 per annum * * *, 

Mr. Senibaldi is now on active duty as an enlisted man in th, 94 97 
United States Navy. Reniba 

The Department of the Army, in a report on a similar bill introdye, per 
in the 82d Congress, reported that the evidence indicates that \fy 
Senibaldi satisfactorily performed services for both the Watertow 
Arsenal and the Boston post office during this period. The repor 
also states that it appears it would work a severe hardship to requin 
Mr. Senibaldi to refund this sum to the United States and the Depart. - 
ment therefore has no objection to the enactment of this legislation 
The Office of the Postmaster General in its report on the earlier bill 
reached the same conclusion, 

The evidence before the committee indicates that this claims 
violated the dual-compensation laws, but the evidence also indi ate 
that he performed the services satisfactorily and without knowledy: 
on his part that he was violating any Federal law. Also, it appea 
that repayment of this sum would subject the claimant to seve; 
hardships. In similar situations the committee has heretofore t 
the position that such individuals should be relieved of liabilit 
Illustrative of this attitude on the part of this committee are the bills 
S. 3356 and H. R. 4921 of the 82d Congress. S. 3356 is now Privat 
Law 850 and H. R. 4921 is now Private Law 817. Accordingly, th 
committee recommends favorable consideration of this legislation 

Attached to this report are the reports of the Office of the Postn 
General and the Department of the Army, referred to earlier, and a ; 
affidavit of the claimant dated January 30, 1952. 








OFrFrice OF THE POSTMASTER GENERA! S119 | 

Ww er aiieaiete D. C., May 22, 1 1a 

Hon. EMANUEL CELLER, De 

( hairman, Committee on the Ju Lie ary, ir. S 
House of Re presentatives, ; \ 


Dear Mr. CHarrMAn: Reference is made to your request for a report on H. | 
5686, a bill for the relief of Alexander A, Senibaldi. ? 

The purpose of this measure is to relieve Mr. Senibaldi (chief pett; , 
U.S. Naval Reserve) of Everett, Mass., of liability to refund to the United Sta 
the sum of $624.27. The records of this Department show that Mr. Senibald 


received this amount for his services as a temporary substitute garagema Nat 
driver at Boston, Mass., during the period beginning July 16, 1946, and ending 
January 2, 1947, when he also was employed at the Watertown Arsenal. 

From the information available it is apparent that the postmaster at Bostor ay 
had no knowledge that this employee was engaged in dual employment at 4 
Watertown Arsenal 7 

Since Mr. Senibaldi rendered service to the postal service during the | 
from July 16, 1946, to January 2, 1947, this Department will interpose 1 
tion to the enactment of this legislation. v 

The Bureau of the Budget has advised that there would be no objectiot ar. 
presentation of this report to your committee. oe 


Sincerely yours, 
Jesse M. DoNnaLpson, 
Postmaster Gen 
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DEPARTMENT OF THE ARMY, 
Washington 25, D. C., July 1, 1952 
- MANUAL CELLER, 
un, Committee on the Judiciary, 
House of Re presentatives. 
\ir. CeLLER: The Department of the Army would have no objection 
vetment of H. R. 5686, 82d Congress, a bill for the relief of Alexander A. 


. 1 
provides as follows: 
\lexander A, Senibaldi (chief petty officer, U.S. Naval Reserve), Everett, 
s hereby relieved of all liability to refund to the United States the sum of 
“24.27. Such sum represents compensation received by the said Alexander A. 
R 1 is an employee of the United States Post Office, Boston, Mass., during 


period beginning July 16, 1946, and ending January 2, 1947, while he was 
ved at the Watertown Arsenal and was receiving dual compensation 





rt e United States at a combined annual rate in excess of $2,000. In the 
ind settlement of the accounts of any certifying or disbursing officer of the 
States, full credit shall be given for the amount for which liability is re- 
is act 

: 5 2. The Secretary of the Treasury is authorized and directed to pay, 
, iny money in the Treasury not otherwise appropriated, to the said Alex 

l, {. Senibaldi, an amount equal to the aggregate of the amounts paid 
I] thheld from sums otherwise due him, in complete or partial satisfaction 


iim of the United States for such refund 
ecords of the Department of the Army show that Alexander A. Senibaldi 
= be Iselin, Pa., on December 9, 1908; that he was employed by the War 
CS J now Department of the Army) at the Watertown Arsenal, Water- 
on January 24, 1939, as a machinist-helper; that on January 24, 1942 
as changed to that of ordnance assembler; that on October 16, 1942, he 
aced on furlough without pay from his employment at the Watertown 
ecause he had been called to active duty in the I nited states Nav V; 
he was honorably discharged from the Navy on January 9, 1946, as a 





ner’s mate, at which time he became a member of the United States Naval 
3 in that grade 
February 1, 1946, Mr. Senibaldi made application for reinstatement in his 
" job of ordnance assembler at the Watertown Arsenal, but he was not 
f oyed at that time for the reason that there was no vacancy to which he 
| be assigned. It appears, however, that sometime thereafter he was em 
1 at the United States Post Office, Boston, Mass., as a temporary driver- 
inic at $1.04 per hour. Thereafter on July 16, 1946, he was reinstated in his 
position of ordnance assembler at the Watertown Arsenal. He did not 
ite his employment at the Boston post office at that time, but continued 
irk at that office until January 2, 1947. As an employee of the Watertown 


il from July 16, to September 15, 1946, inclusive, he was paid at the rate of 
81.19 per hour; from September 16, 1946, to February 17, 1947, inclusive, he was 
at the rate of $1.25 per hour; and thereafter he received pay increases so that 
December 19, 1948, he was receiving pay in the amount of $1.66 per hour 
ibaldi was separated from his employment at the Watertown Arsenal on 
November 24, 1950, because he had been recalled to active duty as a member of 
United States Naval Reserve, effective that date. 
he Post Office Department has advised the Department of the Army that 
July 16, 1946, to January 2, 1947, inclusive, Alexander A. Senibaldi received 
rom the post office, Boston, Mass., in the aggregate amount of $624.27, as a 
rary employee. During that time Mr. Senibaldi was employed at th 
itertown Arsenal in a permanent civil-service status, and the combined pay 


ved by him from both jobs during such period was in excess of $2,000 per 


the act of May 10, 1916 (39 Stat. 120), as amended by the act of August 29, 
16 (39 Stat. 582: 5 U.S. C. 58), provi des ‘“‘That unless otherwise specifically 
horized by law, no money appropriated by this or any other act shall be avail- 
for payment to any person receiving more than one salary when the combined 
t of said salaries exceeds the sum of $2,000 + annum * * * 
On July 9, 1951, the Comptroller General of the United States de termined that 
Senibaldi was indebted to the United States in the sum of $624.27 on account 
his having received dual compensation from the Federal Government during 
e period from July 16, 1946, to January 2, 1947, inclusive, at a combined rate in 
ess of $2,000 per annum. 
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Thereafter on July 31, 1951, Mr. Senibaldi requested the Comptroile 
to review the determination that he was indebted to the United Stat 
amount of $624.27, and stated as a basis for such request that he was 
temporary postal employee at the time he was paid dual compensati 
September 5, 1951, the Comptroller General wrote a letter to Mr. § 
(B—105302) which reads in part as follows: 

‘The act of May 10, 1916, 39 Stat. 120, as amended by the act of Ay 
1916, 39 Stat. 582, prohibits the receipt of more than one salary covering t 
period of time if the combined rates exceed $2,000 per annum. The fact t 
of the two salaries was received from a temporary position is not materia 
is a statutory prohibition and as the rate of your two salaries exceeded $2 
is incumbent upon you to refund one of the two salaries received for the 
the dual employment.” 

The Department of the Army is informed that Mr. Senibaldi is still o1 
duty as an enlisted man in the United States Navy. 

Che evidence in this case indicates that Mr. Senibaldi satisfactorily perfor 
services for both the Watertown Arsenal and the Boston post office duri 
period from July 16, 1946, to January 2, 1947, inclusive. It appears that 
be a rather severe hardship to require him to refund to the United States th 
amount ($624.27) which he received from the Boston post office for th 
performed by him for that office during such period. The Department 
Army, therefore, would have no objection to the enactment of this bill 

This Department has been advised that on May 22, 1952, the Postmaster ( 
eral transmitted to you a report on this bill in which he advised that 1 
Office Department would interpose no objection to the enactment of the | 

The Bureau of the Budget advises that there is no objection to the sub 
of this report. 

Sincerely yours, 
FRANK Pacer, Jr 
Secreta y of the 


JANUARY 30 
Hon. Anarer L. Goopwin, 
House of Represe ntatives, Washington, a 

My Dear ConaressMaAN: Regarding your letter of January 26, 1952 
still on active duty and have recently been transferred to Boston for 4 
humanitarian duty because of the illness of my wife. My present addr 
Boston Group, Atlantic Reserve Fleet, South Boston Annex, Boston Naval 8 
yard, Boston 10, Mass, 

[ regret that I can offer no real evidence that I unkowingly accept 
time employment in violation of the dual-compensation law. When I was: 
to inactive duty in 1946, I accepted full-time employment in a temporary ap) 
ment in the post office because there was no opening for me at the Wat 
(Arsenal where I was employed prior to going on active duty during World Wa: 
When I was called to return to the Watertown Arsenal, I returned thers 
man I had been working under at the post office suggested that, becaus: 
post office was extremely busy and needed part-time help from time to ti 
worked at the post office during my spare time. I had often heard of this 
done and did not know that there were any regulations in the matter other 
the normal obligations of all people whether in or out of the Governm 
performing the duties required by those in charge. I returned to work 
arsenal in July 1946, and from that time until January 2, 1947, I work« 
time at the post office garage. On January 2, 1947, I was called to the 
post office and asked if I knew I was violating the dual-compensation law 
not know what the dual-compensation law was so it was explained to me a 
time, and I did not accept employment in violation thereof at any tit 
that date. 

I regret having done something wrong in accepting this employment, but 
cerely believe that though this action was not proper, in the eyes of the law 
did nothing wrong because I completely and honestly did the work for 
I was hired and did not accept any money for work I did not do. 

In summation therefore, I assure you on my word of honor, that I did 
knowingly violate the dual-compensation law. — 

Sincerely yours, 
ALEXANDER A. SENIBA 





ALEXANDER A. SENIBALDI 


MMANDER Boston Group, ATLANTIC RESERVE FLEET, 
Soutn Boston ANNEx, Boston Navau SHIPYARD, 
Boston, Mass., Jan uary 80, 1952. 
swear that the statements made in my letter dated January 30, 
addressed to Hon. Angier L. Goodwin, are true to the best of my knowledge 
ief 
ALEXANDER A, SENIBALDI. 
Subscribed and sworn to before me on this 30th day of January 1952. 
SEAL] F, M. Nicuots, 
Commander, U. S. Navy, 
Chief Staff Officer 


O 
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EQUAL RIGHTS FOR MEN AND WOMEN 


\lay 4 (legislative day, Aprit 6), 1953.—Ordered 


LANGER, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany 8. J. I 


The Committee on the Judiciary, to which was referred the resolu- 

5. J. Res. 49) proposing an amendment to the Constitution of 
ie United States relative to equal rights for men and women, having 
nsidered the same, reports favorably thereon, without amend- 
ent, and recommends that the resolution be adopted. 


PURPOSE 
The purpose of the proposed legislation is to provide that “equality 
f rights under the law shall not be denied or abridged by the United 
States or by any State on account of sex.”’ 
STATEMENT 


joth the Republican and Democratic platforms at their most 
recent national conventions urged the adoption of a constitutional 
amendment for this purpose. 
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NATIONAL MENTAL HEALTH WEEK 


May 4 (legislative day, Aprit 6), 1953.—Ordered to be printed 


\ir. Butter of Maryland, from the Committee on the Judiciary 
submitted the following 


REPORT 
[To accompany 8S. Res. 93] 


The Committee on the Judiciary, to which was referred the resolu- 
ion (S. Res. 93), requesting the President to proclaim the week May 3 
0 May 9, 1953, inclusive, as National Mental Health Week, having 
onsidered the same, reports favorably thereon without amendment, 
ind recommends that the resolution be agreed to. 


PURPOSE 


The purpose of the proposed resolution is to request the President 
f the United States to issue a proclamation designating the week 
beginning May 3 and ending May 9, 1953, as National Mental Health 
Week 

STATEMENT 


According to statistics gathered by the National Association for 
Mental Health, there are as many people in mental hospitals today 
as there are in all other hospitals in the United States combined. 
here are at this time under care in the Nation’s mental hospitals 
650,000 men, women, and children, and this number is larger than the 
umber now in hospitals as a result of polio, cancer, heart disease, 
pheumonia, and any other physical disease. ‘Two hundred and fifty 
thousand new patients are being added each year to the mental hos- 
pital rolls. 

The records show that during World War II more than 2,000,000 
men were rejected for military service or discharged from the service 
because of mental or emotional disorders. 

In addition, the medical authorities report that almost half of all 
the millions of patients that come to physicians for medical treatment 
are in reality suffering from a mental or emotional disorder. 
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NATIONAL MENTAL HEALTH WEEK 


States and Federal Governments disclose tha the 


Reports of the ve 
pave re DA an average of $1 billion a year to maintain the 
ntally ill is tals and to pay benefits to the dependents of 
[his figure does not include the unestimated 
crime and the cost of maintaining the courts, 
services It is no wonder that mental illness 
Nation No. 1 health problem when one con- 
human resources and the amount of human 
ts trom lit 
‘otal health represents a challenge to the entire 
and State Government agencies are doing their 
uncial limits and within the limit imposed by the 
f trained psychiatric personnel. 
l’s\ hiatric Association and the American Medical 
ing a great deal of their resources to help im- 
ation. They are providing the scientific tech- 
which is needed to combat mental illness and they 
cooperating with the Federal and State agencies in working out 
lent sansion of the treatment and research facilities 
is’ voluntary mental health organizations now 
National Association for Mental Health. They 
» do their splendid job of alerting the Nation to this 
soring research leading to improved conditions in 
and expansion of psychiatric facilities in local 
0 increased mental-health education. 
153, the National Association for Mental Health 
State and local mental-health associations are 
nal observance of Mental Health Week, an ob- 
es into thousands of communities in every one of 
vhich is supported by thousands of Government, 
loa izens’ organizations, among them the National 
ins of Mental Health of the Federal Security Agency. The 
Urpose of Mental Health Week is to carry on education and to help 
organize all the forces in the country for a frontal attack against 
mental liness. 
The committee believes that this resolution has a meritorious pur- 
ose and would alert our citizenry to the problems of our mentally 
ill, and therefore recommends favorable consideration of the proposed 


resolution. 
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EVENTING CITIZENS OF THE UNITED STATES OF QUESTION- 
BLE LOYALTY TO THE UNITED STATES GOVERNMENT FROM 
\CCEPTING ANY OFFICE OR EMPLOYMENT IN OR UNDER THI 
UNITED NATIONS 


May 4 (legislative day, Aprit 6), 1953.—Ordered to be printed 


—<—< $ 


\icCarran, from the Committee on the Judiciary, submitted 


the following 


REPORT 


[To accompany 8. 3] 


The Committee on the Judiciary, to which was referred the bill 
3.3) to prevent citizens of the United States of questionable loyalty 
» the United States Government from accepting any oflice or employ- 

nt in or under the United Nations, and for other purposes, having 
nsidered the same, reports favorably thereon, with amendments, 


nd recommends that the bill, as amended, do pass. 


PURPOSE 


The purpose of the proposed legislation, as amended, is to prevent 
tizens of the United States of questionable loyalty to the United 
‘tates Government from accepting any office or employment in or 
inder the United Nations. 


AMENDMENTS 


On page 2, line 13, after the word “organization”’ insert the 
llowing: 
rany service rendered to or operated under the discipline of any organizati 
2. On page 3, line 22, strike the period and add the following: 
{shall forward such information to the United Nations or special agency t} 
erein the applicant is seeking employment. 
3. On page 3, in lines 16, 17, and 19, strike out ‘‘ probability” and 
nsert ‘* possibility”’. 
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PURPOSE OF AMENDMENTS 


The purpose of amendment No. 1 is to insure that the ap; 
shall reveal not only membership in a subversive organizat 
whether he has ever been under the discipline of or rend 
service to such an organization. 

The purpose of amendment No. 2 is to insure that the | 
Nations or agency thereof shall have notice of and be furnished 
such information by the Attorney General that the applica: 
questionable loyalty, so that the security of the United States | 
protected. 

The purpose of amendment No. 3 is to conform the security stan 
under this bill to the “reasonable doubt” standard used by 
Loyalty Review Board up to the time of its dissolution. 


STATEMENT 


During the last session of the Congress, the Senate Internal Se: 
Subcommittee held hearings relating to the presence of <A: 
citizens working at the Secretariat or in special agencies of the | 
Nations who might be Communists. At these hearings the sul 
mittee heard a number of witnesses who were officials of the Seer: 
of the United Nations and who invoked the constitutional 
against self-incrimination, when asked about their participatior 
Communist activities. In addition, the subcommittee put into t| 
record evidence that some of these and certain other United Nations 
officials were involved in the Communist conspiracy. All of t! 
witnesses called were United States citizens. Many were { 
officials or employees of the United States Government. As a \ 
result of its investigation, the Internal Security Subcommittee reco 
mended that legislative safeguards be established to prevent futur 
employment by international organizations, located in this count 
of American nationals of questionable loyalty to the United States 

This legislation is an implementation of the recommendations o! 
the Senate Internal Security Subcommittee and seeks to guarant 
by statute that only American citizens of unquestioned loyalty 
be employed by the United Nations. 

The legislation proposes somewhat different treatment for tw: 
groups of persons: namely, those already employed by the Unit 
Nations and those who may be or become applicants for employment 
with the United Nations or agencies thereof. With respect to bot! 
groups the bill concerns itself only with persons he are Unit 
states citizens. 

This committee believes, as a result of the investigation condu 
by the Internal Security Subcommittee, that procedures should 
devised for giving the greatest possible degree of assurance that 
formation respecting the loyalty of any American citizen employee 
the United Nations be communicated to the proper authorities of 
that organization. It should be pointed out that such individos! 
have access to information not otherwise available which might b 
intelligence value to a foreign, hostile power and that such individ 
can influence United Nations decisions in a manner adverse to 
interests of the United States. 

Section 1 of the bill provides that before a citizen of the Unit 
States becomes an officer or employee in the United Nations he must 
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security check from the Attorney General. The Attorney 
| is empowered to promulgate regulations which prescribe that 
licant for security clearance must be fingerprinted and that 

unt execute under oath a statement to the effeet 
Whether such applicant has ever been arrested, indicted 
ivicted for any violation or alleged violation of any law of 
l'nited States or of any State or Territory of the United Stat Ss, 
han a violation or alleged violation of any law or ordinance 
regulation of motor-vehicle traffic punishable as a mis- 

lor ; 

Each membership held by the applicant at any tim» in 
‘ reanization, or service rendered to an organization of this 
other country (a) tea hing or advocating the ove rthrow 
Government of the United States by force and violence 
vistered as a Communist-action or Communist-front 
ization pursuant to section 7 of the Subversive Activities 
rol Act of 1950, or (e) required by fina ler of the Sub- 
ve Activities Control Board to register pursuant to such 


Each name, other than the name subscribed upon the 


ation, by which the applica t has been known: 
Each occasion on ;hich the applicant has applied to the 
rnment of the United States f & passport and has been 
ad & passport; 
The circumstances under which the applicant has been 
red or has resigned from any office or mployment im or 
r the Government of the United States 
imentality thereof; and 
Such other information as the 
rmine to be necessary for the purpos 
a] plic ant is of questio? able lov: lty to the Uni 
\ttorney General, after investigation, finds that the aj 
ployment by the United Nations would not involve reas 
bility of danger to the security of the United States 
General then gives security clearance to such perso 
hand, if the Attorney General 
sonable possibility of dange to the security ol 


1 } | 


finds « mence that 
the United 
: + t ode | l ia = . c ‘ . 
employment of such applicant, he then would issue a written 
his application together with a statement of his reason for 
1 and shall forward such information to the United Nations 


1 1 aS t ] »} ] 
nave notice o the doubtful 


l agency thereof, so that body will 
the prospective employee. Such a denial would 
| Nations from hiring the applicant, but would make 
for the applicant thereafter to accept a United Nations job. 
ction 2 of the proposed legislation provides for the filine of a 
nt by each citizen of the United States who on the date of 
nent of this act occupies any office of the United Nations, 
of its agencies, such statement to bear the fingerprints of the 
ling such statement, and to contain a true and complete 
nt executed by such person under oath, with the following 
tion: 
lhe nature of the office or employment held by such person in 
United Nations. 


not | f 
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(2) The period during which such office or employment 
held by such person. 

(3) Each element of information required of prospective ap 
under section I of this act 

Section 3 of the bill sets out criminal penalties for specific 
of this act 

Since the establishment of the United Nations, it has bee: 
strated that American citizens were employed whose loyal! 
United States is at least questionable. Since no specific |; 
authority heretofore provided for a lovalty check, it has b 
that the State Department has felt that it lacked the aut 
provide such check on American citizens employed by an int 
organization. However, the State Department has recently 
a desire that this situation be remedied. 

This legislation therefore would provide the necessary 
and, as well, an obligation on the part of the Attorney G 
advise the United Nations of any item of questionable lo 
American employees or applicants for employment with tl 
Nations. 

The committee believes that the enactment of this leg 
necessary in the interest of the internal security of the Unit 
It is necessary particularly because the seat of the Unit 
1s located in the United States. The United States has a 
concern for the loyalty of its own nationals who are employ 
international organization. The committee further believes t 


time has come for legislation which will provide for a s 


ance of all present and prospective American employees of 1 


Nations and agencies thereof. 

After careful research of the question, the committ 
this bill is entirely constitutional and does not exceed thu 
proper legislation in the national interest. 

The committee recognizes that it cannot regulate emplo 
the United Nations organization, but it regards as essenti 
security of the United States that any American citizen with s 
tendencies be reported to the United Nations agency by wh 
emploved. 

In view of present world conditions, the committee believes 
purposes ol the legislation herein proposed are meritoriou 
greatest importance and therefore recommends favorable cons 
of this bill, as amended. 


DEPARTMENTAL REPORTS 
by letter from two departments in the executi' 
State and Justice—merit discussion here. Full text of 
munications appears at the end of this report. 

The committee notes that the State Department says thi 
States Government has already committed itself to atten 
order arrangements with the agencies. This statemen 
Department of State is not completely accurate. The Depa: 
going, perhaps, as far as it can go by the Executive-orde! 
But 5. 3 seeks to set up definite and permanent legal assuran 
respect to a program which is to be followed in the futur 


secure the objective to which S. 3 is addressed, through E 
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rder can accomplish 
change at any time 
e, S. 3 seeks to se l 
bv the United Natt 
ve received sec Ch 
Executive order, 
i Dv an act of 
Department let 


\lorton. ports out 


BSC ynsidered and 
that organization in 
| policy to deny employmer 
loyment any persons now 
iv t » be engaged in subversiv "I { agains 
he United Nations. rangely r hain 
. report makes no mention of the fact that My 
ecretary General who made this 1 has beet 
marskjold; or of current reports in the publ 
narskjold has indicated he does not intend to fe 
in this regard. 
time comes when the new Secretary General of tl 
has reversed or sought to reverse the position take 
or, then it can be expected that opponents of thi 


s an attempt to coerce the new Secretary General. But 
this bill is report ‘dd, the policy vVhich Was enune inated 


; still in force, and the agreement to which the State De 


s reference in its report on 5S. 3 is still in effect: ¢ 
at this time we are only proposing that the legisls 
s place alongside the executive branch, by dou 
positive and permanent a program of security cl 
States nationals employed by the United Nations 


isn 


earan 


State Department report speaks of ‘abruptly terminat 

Department’s approach; but there is hing in the 

vould require any change in the 

eement. ‘This proposed legislation d impose : luties 
United Nations, and it does not seek coerce e United 
If this bill goes on the statute books, it will affect nationals 
ited States. It will be a matter between these persons and 


Government. It will be a matter over which the United Nations 
ithority and which should not be the concern of the United 
Che acreement could re main in force and, we hope yul 

n foree; but if anything happened to disru 


the law as a safecuard. 
te Vepartl it report o1 
ould ‘‘upset” investig: 
icl\ well advanced. Actus 
ce the Congress back of t 
branch ith respect to thi 
States nationals who are empioy\ 
te Department report goes on to say 
vernments might use th 
{ and unreasonable mes 
weir nationals only individuals 
of professional i 


ational secretariats. 
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But the committee is aware that certain members of 
Nations mecludu speci Hy Russia and het satellites Iron ( 
yuntries aditionally seck to exercise the sharpest so 
over all of their nationals who are emploved by the | 
hea | \ Ti cree] system aimed 
one of t r nat | ll be emploved by the 1 
fhout the : rovat ot t overnment involved 


It is not believed that the State Department really is conf 
this matter; but since the State Department’s letter in 


possibuit it appears d rable to restate in new langua 
1 } { } ‘ 

ady made. Knactm or S. o Goes not attempt to i 
t} discretion o th mploving officials of the United N 


1 i l ] 


does not tell them who they may employ or who they m 


It only savs to American nationals that they mav not accep 


ment in or under the United Nations or any organ or 

se eid DB 
untess the \ have rece | security clearance. Chat is am 
ing th iternal security of this country It is a provisio 


gress has a perfect right to enact. It cannot possibly 
yns, and it in no wav contravenes any oO 

Government has undertaken in connection with the Unite 

The State Department report contains the statement that 


of S.3 “Might cause the departure of certain emplovees wl] 


State Department. the committee doubts the realism o 
The committee believes that if there is any United Nation 
vho is friendly to the United States, but who is a national of o 


Iron Curtain countries, that country will do all it can to e 
from the United Nations the minute it is learned he is { I 
United States tric vithout regard to what happens t 
Of course, no count can absolutely 1 quire than an empl 
United Nations b lismissed: and the bill S. 3 recogni 
The commit fil in | ate at les st one Case n wl eh 
Communist hi nounced communism and vet ts still 
the United Nations Of course, he cannot return to the cr 
whicl he Came, ¢ nae . Unite | Nations emplovee (ny 
hand, there are a number of cases of American national 


embraced communism who are still emplovees of the U 


We cannot bv legis: 1 force the United Nations to dis 


persons and 8S. 3 does not attempt to do so. With rega 

| ] ‘ ) } 1 l 
aiready en ploy da, oO » Merely requires that each such pe 
file a registration st ent, The pi rpose of this 1s to1 


to the Government of the United States information con 


nationals 10 are employees of the United Nations. If the 

of such information should reveal that some of these empl 
subversives, that wo ld be a matter to be dealt with by 

between the State Department and the United Nations: 

be handled as a legislative matt r, and S. 3 does not atten 


handle it 
The State Di partment overlooks this di tinetion wh ‘Th 
the threat that some of our “friends’”’ in the United Nation 


fired if we enact S. 3. It is difficult to justify the allegat M22 
“they %™ * See approach described in S. 3 is followed, it is 
probable that the foreigners who are friendly to the Unit 


will also be forced to depart.” The State Department 
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o far as the committee is informed, exactly 


what has 
} 


here: Namely, that no member State has a right to 


dismissal of any person by the United Nations solely on 


that such person is not acceptable to his own government 

Department cannot take that position with regard to its 
and at the same time contend that other nations have the 
liring the dismissal of their nationals 


State Department’s report boils down to is simply a 


hat the executive branch is taking care of this matter 
Congress should keep hands off That is not 
nt, as a matter of principl 
ve by the Le parti 
time, and effort to enac 


» effect of Sc] pp tl 
3 that would | thi 


S.3 could be ena 


a ver 


a 


Chere is nothing 


the Turnishing 
Nations. Wi 
work of n 
| 


“scrapping the 
Justice says 


1} 
nment would be 


tive approach to the 


OUrDpos 


accepting employment 
is no way except by 
es of the Unite 1 Ns 


ile registration statements desi 


that group. If Congress deem 


ss will have to do them DV legisiation. 


LANGER, 


United States Senate. 


R SENATOR LANGER: Reference i 
vou transmitted a copv of a bill 
i States of questionable loyalty 
ting anv office or employme nt 


purposes,’”’ 


e to your request, the Depart: 
wa’ 


on thi 


purpose of this bill is generally the same as that of Executive Order No 


liately subsequent to the iss 


ance of ec ler No. 10422 
9 


1953, the Department undertook to establi ite arrange- 
» United Nations, | also with some 4 her international 


nited States the pro- 
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and admi 

1 frequently dif 
of doubts an 

[ ni ed 


Nations 
actment of 5S 
easures whereby they 
individuals approved by 
ualifications, could be appointed 
Such polici 3 7 icht | 
friendly to 
among 
its t 
ist pressures to sta 
governments, since the order ¢ 
n any given individual ease r 
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eads the Department to recommend that 8.3 not be enacted at this 
1e question of any legislative approach to the problem in q 
evance until the results produced by the Executive order may 

If the present system of processing United States citizens at 
; under the Executive order succeeds, the United States will have 
ting from the departure of unfit Americans, as well | 
her employment of such individuals 
mm the fact that fore Ww ¢ \ ie United Nations 
lly to the United States | be ret ( F t! 


1 


ie pre- 
_ad 
Lt aqavan- 


scribed in 8S. 3 
to the United St 


ystem is followed 


he system embod 


For this 


present s 


has been ¢ 


ibmission oO 


mm: This is in respo 
e relative to the 


ns of the | 


ited States who o1 
nited Nations or an 
required infor ition 
ral of the United Stat 
of not more than $10,000 
itizens of the United Stat 
villfully to fail to comply 
le similar penalties for 
m compliance with the 
e statements in or vital 


nt filed pursuant to the act 
directed to the same p1 
No. 10422 of Janu: 
ive order, more than 1] 
ational negotiation is 


money, time, and effort to enact 


ave bee! 
lucted. 


legislation 
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‘ 


have the effect of scrapping the Executive order. father, it would s 
best interest of the Government would be served by delaying the consi 
any legislative approach to the subject for a sufficient time to detern 
the present approach will be effective. ; 

Accordingly, the Department of Justice prefers to withhold for 
specific comment upon the provisions of Senate bill 3. 

The Bureau of the Budget ! as ad\ ised that there is ho objectior tr 
sion of this report. 

Sincerely, 


WILLIAM P. Ro 
Deputy Attor 
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APPOINTMENT OF ADDITIONAL CIRCUIT AND DISTRICT 
JUDGES 


May 4 (legislative day, Aprit 6), 1953.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany 8S. 15] 


The Committee on the Judiciary, to which was referred the bill 
(S. 15) to provide for the appointment of additional circuit and 
district judges, and for other purposes, having considered the same, 


reports favorably thereon, with amendments, and recommends that 
the bill, as amended, do pass. 


AMENDMENTS 


1. On page 1, line 5, strike the word “two” and insert in lieu 
thereof the word ‘‘three’’. 


2. On page 2, line 5, strike the word “nine” and insert in lieu 
thereof the word ‘‘ten’’. 

3. On page 2, line 8, after the comma insert the following: 
one additional district judge for the district of Arizona, 

4. On page 2, line 11, strike the word “one” and insert in lieu 
thereof the word ‘“‘two”’. 

5. On page 2, line 12, strike the word “judge” and insert in lieu 
thereof the word ‘‘judges’’. 

6. On page 2, line 12, after the comma insert the following: 
one additional district judge for the district of Idaho, 


7. On page 2, line 15, after the comma insert the following: 


one additional district judge for the western district of Kentucky, one additional 
district judge for the district of Massachusetts, one additional district judge for 
the eastern district of Michigan, one additional district judge for the western 
_ district of Michigan, 


$2940—53——1 
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8. On page 2, line 17, strike the word ‘‘one’’ and insert in lieu thereof 
the words ‘one additional district judge for the district of North 
Dakota, two’’. 

9. On page 2, line 17, strike out the word “judge” and insert 
lieu thereof the word ‘‘judges”’. 

10. On page 2, line 21, after the comma insert the following: ‘oi 
additional district judge for the district of Utah,”’. 

11. On page 2, line 21, after the word “one” insert the word “‘addi- 
tional’. 

12. On page 2, line 22, strike the words “and western districts 
and insert in lieu thereof the word “district’’. 

13. On page 3, strike out all of lines 1 and 2. 

14. On page 3, line 3, change the figure “3” to the figure ‘2” 

15. On page 3, line 18, change the figure ‘4” to the figure ‘3”’ 

16. On page 3, line 23, after the asterisks insert the following 

Arizona 

* 

17. On page 4, line 11, strike the figure “4” and insert in lieu thereof 
the figure ‘‘5’’. 

18. On page 4, line 12, after the asterisks insert the following 


Idaho Sb s cpmcte ances ace — : 2 
19. On page 4, line 16, after the asterisks insert the following: 


Kentucky: 
* 
Western_. 
* * 


I i i aE 
Michigan: 

Eastern - - - 

Western 

. 

20. On page 4, line 24, after the asterisk insert the following: 

North Dakota 

21. On page 5, line 2, strike the figure “5” and insert in lieu thereof 
the figure ‘‘6”’. 

22. On page 5, line 13, after the asterisks insert the following: 

ten... Jcee 

om a 

23. On page 5, strike out all of lines 15, 16, and 17 and insert in lieu 
thereof the following: 

Eastern 

* 

24. On page 6, line 9, strike the word “two” and insert in lieu 
thereof the word “three’’. 

25. On page 6, line 10, strike the word ‘two’ 
thereof the word “‘three”’. 

26. On page 6, line 12, after the period insert the following nev 
paragraphs: 

(3) The President shall appoint, by and with the advice and consent of thi 
Senate, one additional district judge for the western district of Pennsylvania 
The first vacancy occurring in the office of district judge in said district shall no! 
be filled. 


? 


and insert in lieu 


' 
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+) The President shall appoint, by and with the advice and consent of the 
Senate, one additional district judge for the district of South Dakota. The first 
vacancy occurring in the office of district judge in said district shall not be filled. 

27. On page 6, line 13, strike the figure ‘‘3”’ and insert the figure ‘5”’ 

28. On page 6 beginning with line 18, strike out all down to and 
including the period on line 21, page 6, and insert in lieu thereof the 
following: 

(6) (a) Section 102 (a) (1) of title 28 of the United States Code is amended to 
read as follows: 

‘(1) The Southern Division comprises the counties of Hillsdale. Jackson, 
Lapeer, Lenawee, Livingston, Macomb, Monroe, Oakland, Saint Clair, Sanilac, 
Washtenaw, and Wayne. 

“Court for the Southern Division shall be held at Detroit.” 

(b) The second sentence of section 102 (a) (2) of title 28 of the United States 
Code is amended to read as follows: 

“Court for the Northern Division shall be held at Bay City, Port Huron, and 
Flint.” 

(c) Section 102 (b) (1) of title 28 of the United States Code is amended to read 
as follows: 

“(1) The Southern Division comprises the counties of Allegan, Antrim, Barry, 
Benzie, Berrien, Branch, Calhoun, Cass, Charlevoix, Clinton, Eaton, Emmet, 
Grand Traverse, Ingham, Ionia, Kalamazoo, Kalkaska, Kent, Lake, Leelanau, 
Manistee, Mason, Mecosta, Missaukee, Montcalm, Muskegon, Newaygo, Oceana, 
Osceola, Ottawa, Saint Joseph, Van Buren, and Wexford. 

“Court for the Southern Division shall be held at Grand Rapids, Kalamazoo, 
and Mason.” 

(7) The second sentence of section 125 (a) (2) of title 28 of the United States 
Code is hereby amended to read as follows: 

“Court for the Central Division shall be held at Salt Lake City and Cedar City,” 


29. On page 6, line 22, strike the figure ‘‘(5)’’ and insert in lieu 
thereof “(8)”. 

30. On page 7, line 3, strike out “‘(6)”’ and insert in lieu thereof ‘‘(9)”’. 

31. On page 7, line 10, strike out ‘‘(7)”’ and insert in lieu thereof 

10)”’. 

32. On page 7, line 17, strike out ‘(8)’ and insert in lieu thereof 
“(BLT 

33. On page 138, line 2, after the word “of’’ insert the words “the 
United States District Courts for the District of Hawaii and Puerto 
Rico,’”’. 

34. Page 14, beginning with line 5, strike all down to and including 
line 15 on page 15. 


Purpose OF AMENDMENTS 


The purpose of the proposed amendments is to provide for the 
proper increase of judges and places of holding court to conform with 
the factual situations as presented by the evidence herein submitted 
and to make the bill technically correct as to form. Deletions. or 
reductions of the original provisions of S. 15 have been made where 
the committee has believed that the facts have not completely justi- 
fied the provisions at this time. 


PurRpPOsE OF THE BILL 


The purpose of the proposed legislation, as amended, is to pro- 
vide for an increase in circuit judges and district court judges where 
such need appears to have been presented and justified. This legis- 
lation provides for the creation of 4 additional circuit judgeships and 
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34 additional district judgeships. The additional circuit judgeships 
are 3 additional judges for the ninth circuit and 1 additional judge 
for the fifth circuit. The new district judgeships created will provide 
additional judges where needed, as follows: 1 additional district judge 
for the district of Arizona, 1 additional district judge for the southern 
district of California, 1 additional district judge for the district of 
Colorado, 1 additional district judge for the district of Delaware, 2 
additional district judges for the southern district of Florida, 1 addi- 
tional district judge for the district of Idaho, 1 additional district 
judge for the northern district of Indiana, 1 additional district judge 
for the southern district of Indiana, 1 additional district judge for the 
western district of Kentucky, 1 additional district judge for the district 
of Massachusetts, 1 additional district judge for the eastern district of 
Michigan, | additional district judge for the western district of Mich- 
igan, 1 additional district judge for the district of Nevada, 1 additional 
district judge for the district of New Jersey, 1 additional district judge 
for the district of North Dakota, 2 additional district judges for the 
northern district of Ohio, 2 additional district judges for the eastern 
district of Pennsylvania, 1 additional district judge for the western 
district of Pennsylvania, 1 additional district judge for the eastern 
district of Texas, 1 additional district judge for the district of Utah, 
1 additional district judge for the eastern district of Virginia, 1 addi- 
tional district judge for the western district of Washington, 1 addi- 
tional district judge for the eastern district of Wisconsin, and 1 addi- 
tional district judge for the district of Alaska, 

The bill, as amended, also provides for the creation of 1 temporary 
judgeship for the district of New Mexico, 3 temporary judgeships for 
the southern district of New York, 1 temporary judgeship for the 
western district of Petinsylvania, 1 temporary judgeship for the dis- 
trict of South Dakota, and 1 temporary judgeship for the middle 
district of Tennessee. 

The presently existing temporary judgeship for the southern dis- 
trict of Texas and the presently existing temporary ‘“‘roving’”’ judge- 
ships for the eastern and western districts of Missouri, and for the 
northern and southern districts of West Virginia, are herein made 
permanent. 

The bill also provides for a realinement of the judicial districts in 
the State of Michigan. The bill does not create any new districts but 
simply transfers counties from one district to another and provides 
for the proper places of holding court in those districts. 

Provision is made for the designation, by the district judges of the 
district, of an additional place for holding terms of court in the 
southern division of the western district of Washington. 

A further provision is made in section 4 of the bill, that if a vacancy 


shall occur in the middle district of Pennsylvania while the incumbent 
“roving” judge appointed for the eastern, middle, and western dis- 
tricts of Pennsylvania under the act of July 24, 1946 (60 Stat. 654) is 
serving, then such “roving”’ judge shall become a judge for the middle 
district of Pennsylvania to fill the vacancy occurring. 

Section 5 of the proposed legislation provides for the term of office 
of the judge for the District Court of the Virgin Islands to be for a 


term of 8 years instead of the 4 years as under existing law. 

Section 6 of the bill amends sections 371 and 372 of title 28, United 
States Code, in the following respects: Section 371 provides that a 
judge or justice of the United States may retain his office but retire 
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on full salary from regular active service after attaining the age of 
70 years and after serving at least 10 years. The change accomplished 
in this amendment is to allow the judge to retire on his salary after 
attaining the age of 65 years and after serving at least 15 years. 
Thus, he may retire if either of the above situations exist. This 
section also amends section 372 of title 28, United States Code, so as 
to provide that the President may appoint an additional judge when 
a judge eligible to retire for disability under section,372 fails to do so. 

Section 7 of the bill amends section 373 of title 28, United States 
Code, so as to provide that any judge of the Territorial courts who 
resigns after attaining the age of 70 years and after serving at least 
10 years, or resigns after attaining the age of 65 years and after serving 
at least 15 years, shall receive his full salary for the balance of his life. 
This provision further provides that any judge of such courts, who is 
removed from office or who fails reappointment upon the sole ground of 
mental or physical disability, shall, upon the attainment of the age of 
65, if his judicial service aggregated 16 years or more, receive, for the 
remainder of his life, the salary he received when he relinquished 
office or, if his judicial service aggregated less than 16 years but not 
less than 10, he shall receive, during the remainder of his life, that 
proportion of such salary which the aggregate number of years of his 
judicial service bears to 16. 


STATEMENT 


Public Law 205, 8ist Congress, provided for the addition of circuit 
and district judges to the Federal judiciary system in an effort to en- 
able the judiciary to cope with the tremendous backlog of new filings of 
cases where the need was most apparent. It was stated in the report 
on that legislation that it was intended only to take care of the very 
minimum needs for an efficient Federal judiciary. Public Law 205 
accomplished its purpose and a further survey of the situation as time 
has progressed calls for the additional legislation herein proposed in 
order to hold the line gained by previous legislation and to take care 
of those situations which are becoming acute and were not specifically 
or adequately dealt with in previous legislation. 

In this connection, there was introduced in the 82d Congress S. 
1203, which was intended to supplement, Public Law 205, and that bill 
carried many of the provisions that are now incorporated in S. 15. 
5. 1203 was the subject of extensive hearings and as a result thereof 
was passed by the Senate on October 9, 1951. That legislation, how- 
ever, was not passed by the House of Representatives in the 82d 
Congress. 

In addition to the foregoing, extensive hearings have been held on 
5. 15 and those hearings indicate the necessity for additional judge- 
ships and allied matters that were not contained in S. 1203 of the 82d 
Congress. The hearings on S. 15 also clude testimony on S. 688, 
5. 732, and S. 928, the provisions of which have been incorporated in 
5. 15, with the exception of S. 688. This bill will be dealt with in a 
later portion of this report. 

The aim of this type of legislation is to provide speedy and efficient 
disposition of the litigation before the Federal courts in an effort to 
adequately serve the public. Inefficiency or inadequate personnel 
should not be permitted to undermine the functions of the Federal 
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courts for, to use an old expression, justice too long delayed may be 
indeed justice denied. 

This legislation is being reported in the belief that the changes it 
will accomplish, without question, will advance the welfare of the 
public. In this connection, it must be remembered that S. 15 is not 
intended to be a cure-all for conditions existing in the circuits and 
districts, but only to aid in those situations to which S. 15 relates. 
There can be no doubt that congestion exists in other circuits and 
districts, but facts have not been presented to this committee which 
would warrant the inclusion of other circuits or districts at this time. 
The bill only considers those situations which have been brought to 
the attention of the committee and then only as to what is considered 
to be the minimum requirements. 

S. 1203 of the 82d Congress was intended to give relief in those 
instances where the need was apparent after the passage of Public 
Law 205 of the 81st Congress, and it is evident from the facts assembled 
that the need is much greater now than it was then. It is evident 
from the facts assembled that in a number of districts there are more 
cases than the judges could possibly handle and dispose of with the 
efficiency and dispatch desired. There is every evidence, both from 
the statistical standpoint and from the standpoint of human experi- 
ence, that the past tendency toward a steady increase in the caseload 
of our Federal courts has grown, and will continue to grow, more 
burdensome in the future. Failure to recognize the trend, and to 
provide for it, might mean that in many cases justice might be so 
long delayed that the ends of justice might be largely defeated. 

The Judicial Conference of the United States and the Office of the 
Director of the Administrative Office of the United States Courts, 
have each made a very careful study of the condition of the dockets 
of all of the Federal courts, going back over a period of the past several 
years. This study as been most comprehensive and has related to 
each district and each and every circuit. Of necessity, the most that 
such study can reveal is the cold data as to the number of cases filed, 
the number of cases disposed of, the number of cases pending, and 
related factual and statistical data. The studies conducted by said 
offices cannot possibly take into account various intangible factors 
which enter into any complete understanding of the overall problem 
of the load being carried by each Federal judge. It is a known fact 
that in certain of the districts wherein wealth is concentrated or large 
corporations are located (particularly the southern district of New 
York) a great many tremendously large, important, and involved 
suits are filed primarily because of the location of either the plaintiff 
or the defendant in said district. In certain other districts there is 
an extremely heavy caseload of criminal cases by reason of immigra- 
tion-law violations. Other intangible factors, such as illness of judges, 
judges being assigned to other judicial duties, age, physical incapacity, 
and numerous other factors enter into the forming of the full and 
complete picture and a full and complete understanding of the problem. 
By reason of these factors, the committee wishes to recognize that any 
statistics that will be appended to this report cannot, and do not, give 
the full, complete, and accurate picture as to the need for judges in 
any particular district or circuit. 
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Between 1941 and 1952, the total number of civil cases pending in 
all districts of the United States increased from 29,394 to 60.362. 
Pending private civil cases increased from 18,807 in 1941 to 38,520 in 
1952 


Total civil cases Private civil cases 


| 
Commenced | Terminated Pending Commenced Terminated Pending 


38, 477 38, 56 29, 394 21,931 | 23, 364 807 
38, 140 : : 29, 182 21, 067 22, 488 , 386 
36, 789 36, 044 29, 927 17, 717 20, 124 979 
38, 499 37, 086 31, 340 | 17, 604 17, 446 5, 137 
60, 965 52,: 40, 005 17, 855 16, 753 16, 239 
67, 835 i, 46, 840 | 22, 141 18, 438 19, 942 
58, 956 , 51 61, 381 | 29, 122 23, 091 25, 973 
46, 725 | 3, 78 49, 215 | 30, 344 26, 418 29, 899 
53, 421 , 396 | 54, 3 31, 386 28, 159 33, 126 
54, 622 | 53, 2! 55, 603 32, 193 30, 494 34, 825 
51, 600 | 55, 084 32, 176 31, 419 35, 582 
58, 428 | ‘ 60, 362 35, 548 32, 610 38, 520 


The report of the proceedings of the regular annual meeting of the 
Judicial Conference of the United States, held September 22-24, 1952, 
shows that since 1041 the number of civil cases commenced annually 
has increased by 52 percent while the number of district judgeships 
has risen from 197 to 224, a rise of 14 percent. The number of 
private cases begun annually has increased by 62 percent, and in 1953 
civil cases filed were 19 percent in excess of the number filed in the 
same period of the preceding year. 

7 ‘he above table also indicates that the total number of private civil 
eases pending in the district courts increased during the period set 
forth from 18,807 to 38,520, which is an increase of over 100 percent, 
and it will be further noted that the number of private civil cases 
pending in 1952 (38,520) exceeded the number terminated during the 
vear 1952 (32,610). This shows that if there were no cases com- 
menced in any of the judicial districts of the United States for a 
period of a little more than 1 year, the pending caseload could be 
brought current. A study of the above table will indicate that not 
since 1943 has the termination of private civil cases been as high as 
the number of private civil cases commenced. With that in mind, 
unless additional Federal district judgeships are authorized, the back- 
log of pending cases is bound to increase. 

It is recognized that the time-consuming cases are the private civil 
cases, and these are the types of cases to which careful and thoughtful 
attention must be given by a judge in order to render substantial 
justice. 

Admitting the fact that the civil cases are the time-consuming cases 
of the court, it is also recognized that the great number of criminal cases 
must be dealt with quic kly and expeditiously, as it has always been 
the policy of all courts to give priority to criminal proceedings. Even 
on pleas of guilty, which take only a nominal time to hear and enter 
on the record, much consideration is, and properly should be, given 
by the judge to the type and extent of the punishment to be fixed. 
All judges recognize this responsibility in dealing with human liberty 
and a statistical analysis of the time consumed in trying the issues 
and hearing pleas of guilty in criminal cases, is, in no sense, a fair 
criteria for the time consumed in handling the criminal docket. 
And, of course, some criminal cases are extremely time consuming. 
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The trend in the time required for the disposition of civil cases is 
also worthy of note, as the median time interval shows a continuing 
increase. 

The median time interval between filing and disposition of civil 
cases tried in 1944 was 10.5 months. During the next 3 years this 
median was only 9 months. The shorter time was due mainly to a 
large number of OPA cases which were tried and disposed of in less 
time than the median interval. In 1948, the median reached 9.9 
months; in 1949, 10.4 months; in 1950, 11.2; and in 1952 12.1 months. 
This is another indication of increasing pressure which has resulted 
in an increase of the time for disposition in some courts. 

It should be noted, however, that this increase is largely due to 
congestion in the metropolitan areas. 

This committee is convinced that the national average (being the 
average number of cases filed per judge in the 86 district courts of 
the United States) is now higher than it should be and is placing more 
cases on each judge (average) than he can properly and efficiently 
handle. But even with the national average as high as it is, and the 
judges of necessity sacrificing thoroughness for speed, yet, the dockets 
in many districts are falling further and further behind, and the prob- 
lem is getting more and more acute. As the total number of pending 
cases continues to increase, obviously fewer judges will be able to 
accept assignment away from their district or circuit. 

The committee is further convinced that the only possible solution 
of the problem is to furnish the Federal judiciary with sufficient man- 
power to reasonably and adequately staff the courts. All manner of 
makeshift plans have been tried, but with the insurmountable obstacle 
of inadequate number of judges, all such plans have failed and will 
continue to fail. Once the courts are adequately staffed with judges, 
the backlog of cases can and will be disposed of, and the courts can 
then remain current. 

It should be noted that the foregoing has dealt with the question of 
relieving and bringing the backlogs of the Federal courts affected to a 
current basis and relieving the judges of the apparent overload, but 
the question of the rights of the litigants is of the prime importance. 
In recommending the provisions of S. 15, it is done with the thought 
of giving to litigants their day in court in the most expeditious and 
speedy manner. 

At this point, the committee would like to make note of the fact 
that all over the country there has been a considerable increase in the 
caseload of each individual judge. For example, in 1941 the national 
average of civil cases commenced per judge was 164 and in 1952 it 
had risen to 236. The committee does not know what is the limit of 
cases an individual judge may handle, but it is convinced that the 
average caseload over the Nation is much too high, and only by the 
addition of judges, where these judges are needed, may this average 
caseload be emncd. 

It is evident that an increase in judges will require that there be a 
corresponding increase in the appropriation for the judiciary. The 
committee wishes to point out that in the present fiscal year (1953 
the appropriation for the Federal judiciary, exclusive of bankruptcy 
is $26,370,075 as compared with the total Federal budget of $78,600,- 
000,000. The judiciary appropriation is, therefore, about one- 
thirtieth of 1 percent of the total budget. The committee is of the 
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belief that the additional expenditure inherent in the enactment of 
this bill is amply justified, when it is considered that such enactment 
will enhance the efficiency and smooth working of one of the three 
major branches of the Government. 

In addition to the creation of additional judgeships, 8.15 has pro- 
vided for additional places for court to be held in some of the districts 
in order to give further judicial service to the public in those places 
where the facts submitted indicate that such a provision is needed. 

The additional judgeships, and related provisions are discussed in 
the remaining portion of this report. 

Extensive hearings were held on S. 15 relating to the provisions of 
the bill. Those hearings contain testimony, letters, resolutions, state- 
ments, and statistical data which tend to support the provisions of 
S. 15, as amended. Such hearings are incorporated as a part of this 
report by reference. 

Bills previously introduced in the 83d Congress, the subject matters 
of which are dealt with in S. 15, are S. 688, S. 732, 5. 928, and S. 1076. 

Certain provisions of S. 15, as was stated before, were incorporated 
in S. 1203 of the 82d Congress, which passed the Senate on October 
9, 1951. The provisions of S. 15 which have, in part or in whole, 
been passed by the Senate are as follows: 

The Senate approved in S. 1203 the addition of two circuit judges 
for the ninth circuit. S. 15 provides for three additional circuit 
judges. 

The provision for one additional circuit judge for the fifth circuit 
was passed by the Senate. 

The following district judgeships were also passed by the Senate: 
One district judge for the district of Alaska, one district judge for the 
southern district of California, one district judge for the district of 
Colorado, one district judge for the district of Delaware, one district 
judge for the southern district of Florida (S. 15 provides for two 
additional district judges for this district), one district judge for the 
northern and southern districts of Indiana (S. 15 provides for an 
additional district judge for the northern district of Indiana and an 
additional district judge for the southern district of Indiana), one 
district judge for the district of Nevada, two temporary district 
judges for the southern district of New York (S. 15 provides for three 
temporary district judges for this district), one district judge for the 
northern district of Ohio (S. 15 provides for two additional district 
judges for this district), one district judge for the eastern district of 
Pennsylvania (S. 15 provides for two additional district judges for 
the eastern district of Pennsylvania), one district judge for the middle 
district of Tennessee, one additional district judge for the eastern 
district of Texas, one additional district judge at the eastern district 
of Virginia, one additional district judge for the western district of 
Washington, and one additional district judge for the eastern district 
of Wisconsin. Also a temporary judgeship for the district of Arizona 
was included. 

In addition to the foregoing provisions, there were passed by the 
Senate in S. 1203 of the 82d Congress, and which are contained in 
the present legislation, the provisions relating to the judgeships for 
the eastern and western districts of Missouri, the northern and 
southern districts of West Virginia, the southern district of Texas, 
and the eastern, middle and western districts of Pennsylvania. These 
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last four provisions have to do with making permanent now existing 
temporary judgeships in the districts to which they pertain. 

Also passed by the Senate in S. 1203 of the 82d Congress, and 
contained in S. 15, are the provisions relating to the term of office of 
the district judge for the District Court of the Vi irgin Islands, and the 
provisions relating to sections 371 and 372 of title 28 of the United 
States Code. The 65-year retirement feature of the present bill was 
not included. 

The following comprises a summary of the specific provisions con- 
tained in S. 15, as amended, showing the conditions existing in the 
circuits and districts affected, and is supplemented by more detailed 
statistical data appended to this report. 


Circuit JUDGESHIPS 
FIFTH CIRCUIT 


The bill provides for an increase in the number of circuit judges of 
the court of appeals for this circuit from 6 to 7. 

This provision of the bill is recommended by the Judicial Council 
of the Fifth Circuit and by the Judicial Conference of the United 
States. 

The hearings disclose that in the number of appeals filed each fiscal 
year, the fifth circuit has been consistently highest or next to the 

ighest throughout the last decade. 

On the basis of the number of appeals filed per judgeship, the fifth 
circuit had the highest average of any circuit for the fiscal year 1950, 
when 68 cases per judgeship were docketed, a number over one-half 
greater than the average caseload for all circuits of 44 cases per 
judgeship. 

Just as the fifth circuit showed a case load per judgeship of appeals 
filed that was over 50 percent greater than the average for all circuits, 
so in cases terminated after a hearing or submission, the fifth cireuit, 
with almost 57 cases per judge compared with 36 for all circuits, is 

again 50 percent above the national average. 

A study of the hearings and the statistical information that appear 
therein has led the committee to the conclusion that the increase of 
one judge for the fifth circuit is justified. (See appendix 1.) 


NINTH CIRCUIT 


The bill, as amended, provides for an increase in the number of 
circuit judgeships in the ninth circuit from 7 to 10. Two of these 
judgeships are recommended by the Judicial Conference of the United 
States. After considering all of the evidence the committee is of the 
opinion that the addition of three judgeships is justified. 

The ninth circuit covers the States of Washington, Oregon, Idaho, 
Arizona, Montana, Nevada, California, the Territory of Hawaii, 
Guam, and the Territory of Alaska. The caseload per judgeship for 
the ninth circuit was 63.4 cases filed compared with the national aver- 
age of 47.4 The number of cases filed in the first half of the fiscal ye ar 
1953 was 234 compared with 217 in the first half of the fiscal year 1952 
This represents an increase of 8 percent. In the first half of the fisc "i 
year 1953 the number of cases in the court of appeals for the ninth 
circuit was larger than in any other circuit. In 1952 the median time 
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interval from filing to final disposition was 10.2 months in the ninth 
circuit compared with the national median of 7.3 months. The con- 
tinuous growth of the business of this court is shown in the table 
contained in appendix 1. 

The committee is convinced that the recommendation for three 
circuit judgeships for the ninth circuit is warranted, and so recom- 
mends. 

District JUDGESHIPS 


THE DISTRICT OF ALASKA 


The bill provides for an increase in the number of district judgeships 
in the third division of the district of Alaska from 1 to 2. 

The Territory of Alaska is a single judicial district. The Territory 
is divided into 4 divisions, each now having 1 judge. Court is held 
at the following places in the different divisions: Juneau, in the first 
division; Nome, in the second division; Anchorage, in the third 
division; and Fairbanks, in the fourth division. 

In addition to Anchorage, in the third division, court is held in 
numerous small communities in the district, including Cordova, 
Seward, Valdez, and Kodiak, and also at probably a dozen or more 
additional small communities, sometimes on a boat which is popularly 
referred to as a floating court. 

The judge in this division is Hon. Anthony J. Dimond, formerly a 
Delegate from Alaska. He is very capable and labors long and hard 
to handle the work of the district. He also has the help of outside 
judges from time to time. Even in view of all of these facts he is 
unable to keep abreast of the judicial work of the division. The 
statistics which will be found in the appendix show that the court 
is falling further and further behind with the cases pending constantly 
increasing. 

An additional fact bearing on the workload of this division is that 
since Alaska is a Territory, the Federal courts are called upon to 
exercise jurisdiction normally vested in the State courts. This 
pyramids the workload of the whole district, and particularly the third 
division. 

All of the facts available to the committee indicate the unquestion- 
able need for an additional district judge in the third division for the 
district of Alaska. (See memorandum appendix 2.) 

For example the caseload in 1941 showed that 140 civil cases were 
pending. In the first half of 1953 civil cases pending had risen to 822 
(appendix 2, table 1). Private civil cases pending in 1941 numbered 
136 while in the first half of 1953 the figure had risen to 790 (appendix 
2, table 1). 

This provision of the bill has been recommended by the Judicial 
Conference of the United States and the committee is of the opinion 
that the case for an additional district judge for the third division of 
the district of Alaska is meritorious. 


THE DISTRICT OF ARIZONA 


The bill, as amended, provides for the increase of the number of 
district judgeships for the district of Arizona from 2 to 3. 
Arizona is served by 2 judgeships, which are now serving approxi- 


mately 850,000 people, or approximately 2% times the population of 
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Arizona when the second judgeship was first established in 1922. 
Statistics taken during the hearings indicate that Arizona is the 
Nation’s fastest-growing State, with a gain of over 60 percent in popu- 
lation in the last decade. It can be anticipated that under the present 
circumstances this upward growth in population will continue at a 
more accelerated pace in the years to come. 

In 1941 there was pending a civil caseload of 118 cases and that 
figure has consistently risen to a pending caseload in the first half of 
1953 of 278 civil cases (appendix 3, table 1). 

As to private civil cases, there were 68 pending in 1941, while in 
the first half of 1953 that figure had more than doubled to 128 (ap- 
pendix 3, table 1). 

The criminal cases, while not time consuming in comparison to 
civil cases, are a major factor in the district of Arizona. In 1950, 
1,209 cases were commenced and 1,128 were completed. In 1952 the 
figure was 1,069 commenced and 1,020 completed. It can be readily 
realized what this means in the court’s time when so many cases have 
to be disposed of, even though each case may not, in itself, take too 
much time. 

In line with what was stated relative to the caseload of an individual 
judge throughout the Nation, the committee finds here a situation 
that may deteriorate, as it has in so many districts included in this bill. 

The committee is of the opinion that in order to hold the line and 
not to allow a caseload to overcome the ends of justice and service 
to the litigants, the provision for an additional district judgeship for 
the district of Arizona is justified. 


THE SOUTHERN DISTRICT OF CALIFORNIA 


The bill provides for an increase in the number of district judgeships 
in this district from 10 to 11. 

A considerable portion of the population increase of the ninth 
circuit has occurred in the southern district of California, and, even 
though Public Law 205 of the 81st Congress was of invaluable aid 
in solving the congestion of that district, more aid is indicated. The 
pending caseload of private civil cases was 406 in 1948. In 1949 it 
rose to 517, and in 1950 to 587, and finally in the first half of 1953 
(so far reported) it has risen to 621 (appendix 4). 

On the criminal side of the docket there were in 86 districts 169 
cases commenced per judge during the fiscal year 1950. In the south- 
ern district of California for the same period the caseload was 230 
(appendix 4, table 2). It is noted that this figure is well above the 
national average. The high rate of criminal cases is enhanced by 
immigration cases which arise on the Mexican border and which are 
filed in great numbers in this district. 

sede there has been improvement in the general condition of 

ry og in the southern district of California by the enactment 

Public Law 205, the committee is of the opinion that in order to 
Pold the line and’ prepare for the foreseeable future an additional 
district judge is required. 


THE DISTRICT OF COLORADO 


The bill provides for an increase in the number of district judges for 
the district of Colorado from 1 to 2. 
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As of June 30, 1948, there were a total of 177 civil cases pending 
before the court for this district. This figure rose to 213 in 1949, 
to 332 in 1950, and in the first half of 1953 it had reached a mark of 
476 (appendix 5, table 1). Private civil cases pending on June 30, 
1945, were only 44, as compared with 242 for the first half of 1953. 
This is true even though there were more private civil cases ter- 
minated each year. In other words, the termination of these cases 
did not keep pace with filings, so that the backlog has continued 
to grow. 

The same situation appears in the criminal cases. Whereas on 
June 30, 1950, there were pending only 45 such cases, for the first 
half of 1953 the figure is shown to be 98 (appendix 5, table 1). 

The national average for private civil cases commenced per judge 
in 1950 was 113. For the district of Colorado the comparable average 
figure for private civil cases commenced was 191. In civil cases 
where the United States was a party, the number of cases com- 
menced was 109 per judge on the national average in 1950. In 
Colorado the number of cases per judge was 267 (appendix 5, table 2). 

The same situation exists in respect to criminal cases. The national 
average per judge for criminal cases commenced in 1950 was 169. 
In Colorado the figure for the same period per judge, was 411. 

Due to the load of work in this district the time elapsed to dispose 
of cases was, of course, lengthened. The percentage of terminated 
cases requiring less than 3 months for the interval from issue to trial 
was 24.5 percent on the national average, while for the district of 
Colorado it was only 6.3 percent during 1950. Again, the percentage 
of cases requiring less than 6 months for the interval from filing to 
disposition on the national average for 1950 was 22.3 percent. For 
the district of Colorado for the same period the figure was only 12.5 
percent (appendix 5, table 3). 

The committee is of the opinion that the foregoing amply justifies 
and warrants the additional district judge for the district of Colorado. 


THE DISTRICT OF DELAWARE 


The bill provides for an increase in the number of district judgeships 
for the district of Delaware from 2 to 3. 

The additional district judge for this district has received the 
approval and favorable recommendation of the Judicial Conference 
of the United States at its meeting of September 25-26, 1950, 

This provision of the bill has also received the approval and recom- 
mendation of the Judicial Council of the Third Circuit, dated July 27, 
1950, and of the Delaware State Bar Association, dated August 4, 1950. 

The appendixes hereto attached showing the judicial business of 
the district of Delaware make a comparison with other districts. The 
caseload per judge in comparison with the number of cases filed to the 
average judge has been slight. At no time in the last 10 years has 
the civil caseload exceeded the average. Similarly, the private case- 
load has recently been only one-fourth the national average, and the 
criminal caseload has been less than one-eighth the national average. 

Despite this lighter*caseload, the congestion of pending cases in 
Delaware reached considerable proportions in 1945 and has remained 


so since. The number of pending cases has been around 230 or higher 
since 1945, 
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The burden of work in Delaware arises not from the number of 
cases filed there but from the number of extremely long cases. The 
State of Delaware has incorporated a large number of corporations 
doing business throughout the whole country, and this number includes 
some of the biggest businesses in the United States. Consequently 
reorganizations, stockholders’ suits, patent suits, and antitrust cases 
involving these corporations are often brought in the district of 
Delaware. And since these corporations are often very large, the 
suits involving them are usually extremely long and complicated. 
One such suit may take as much time as a hundred routine cases. 

A general discussion and summary of judicial business of the district 
of Delaware is hereto attached as appendix 6. 

The committee, after consideration of all the facts is of the opinion 
that an additional district judge for the district of Delaware is war- 
ranted. 

THE SOUTHERN DISTRICT OF FLORIDA 


This bill provides for an increase in the number of district judgeships 
in the southern district of Florida from 3 to 5. 

The Judicial Conference of the United States recommends the 
increase of one additional district judgeship. 

After a study of the facts disclosed at the hearing, the committee 
is of the opinion that two additional judgeships should be created in 
the districtand, therefore, recommends that this provision be approved. 

The population of Florida has increased tremendously as during 
the years 1940 to 1950 there was a population increase of 880,000 and 
the heavy seasonal tourist population has added to the congestion in 
the courts. 

As of June 30, 1950, there were 946 pending cases in this district. 
In 1951 that number had increased to 965. In 1952 the number 
had increased to 1,067, and as of the first half of 1953 the figure of 
pending total civil cases had increased to 1,187 (appendix 7, table 1). 

Pending private civil cases in this district numbered 675 on June 
30, 1950, and for the first half of 1953 the number had risen to 777. 
It is to be noted that the backlog has continued to rise substantially 
over a period of time. 

During the hearings on S. 15, there was testimony offered on S. 688, 
which would provide for the creation of an additional district within 
the State of Florida. The arguments and the testimony presented 
were persuasive to the committee, but after deliberation it is believed 
that the provisions of S. 688 should not be included in S. 15. The 
committee desires to make it clear that the failure to include the 
provisions of S. 688 in the bill which is now presented is not to be 
construed, in any way, as an expression by the committee of opposition 
to the provisions of 8. 688, but feels that the creation of a new district 
in a State should require more time and study before final action is 
taken thereon. To do so, would be to delay the reporting of this bill 
which, in the opinion of the committee, is urgently needed. For 
that reason alone the committee has not included the provisions of 
S. 688 herein. 

After consideration of the facts, the committee is of the opinion 
that the increase in the number of judges for this district is justified 
and, therefore, recommends its passage to the Senate. 
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THE DISTRICT OF IDAHO 


15 


The bill would provide for the increase of the number of district 


judgeships for the district of Idaho-from 1 to 2 


Testimony taken at the hearings on this le gislation show that the 
district of Idaho has one Federal judge, who is doing all that is possible 


for him to do in order to keep the dockets re lative ly clear. 


wiIn 1941 there were pending before the court 38 civil cases. That 
figure has risen until in the first half of 1953 there were 147 cases 
pe ending. This is an increase of almost 5 times the caseload in a 
I: 2-year period (appendix 8, table 1). 

In 1952, 181 civil cases were commenced while only 182 were ter- 
minated. This means that the judge was barely able to keep the 


docket current, let alone reduce an increasing backlog. 


It would appear that unless the judge is able to terminate many 


more cases than are commenced in any 1 year, 


the backlog will con- 


sistently increase, as it has consistently done since 1941 (appendix 8, 


table 1) 


In the first half of 1953, 


113 civil cases have been commenced, 


which would total at the same rate for the second half of 1953, 216 


eases for this fiscal year. 


Accordingly, 


it can be seen that this is well 


above the figure of filings of 181 cases for the fiscal year 1952. 
As is the case in most Western States, the distances in Idaho are 


vast and much time is consumed by the judge in travelin 


within his 


district. The hearings indicate that it is necessary for the judge to 


hold court at Boise, Pocatello, Coeur d’Alene, and Moscow. 


Between 


Boise and Pocatello there is a main-line railroad which provides good 
transportation between these 2 cities, which are 200 miles apart. 
When, however, he must travel from Boise to Coeur d’Alene, a dis- 
tance of 500 miles, the judge must go through Pendleton or Hinkle, 
This indicates the comparative difficulty 
judges in the Western States must face in carrying out their duties. 
Judge John Biggs, Jr., chief judge of the third circuit, in his testi- 
mony, stated that he had noted, from a personal standpoint, that the 
additional judges for the Western States provided for in this legisla- 


Oreg., and Spokane, Wash. 


tion are needed. 


The committee is firmly of the opinion that the provision relating 
to the additional district judge for the district of Idaho is warranted. 


NORTHERN AND SOUTHERN DISTRICTS OF INDIANA 


The proposed legislation provides for the creation of an additional 
judgeship for the northern district of Indiana and an additional 


district judgeship for the southern district of Indiana. 


The Judicial Conference of the United States in September 1949 
and again in 1950 and 1951 recommended that provision be made for 


an additional judge to serve in both districts. 


The same provision 


was included in S. 1203 of the 82d Congress, which was passed by the 
Senate but not passed by the House. 
Conference recommended the creation of an additional district judge- 
ship for each of the above districts. 

Table 1 of appendix 9 for the northern district of Indiana sets out the 
flow of civil and criminal cases in this district, and it is apparent from 
this table that the total number of civil cases commenced has in- 


creased substantially over the 1 





2-year period from 1941 to 1952 from 


In September 1952 the Judicial 
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223 in 1941 to 335 in 1952. More important, however, is the increase 
in the number of private civil cases from 115 in 1941 to 191 in 1952. 
The studies of the Administrative Office of the United States Courts 
indicate that by and large a private civil case requires 2 to 3 times as 
much of the time of the judge for disposition as does a case to which 
the United States is a party. 

The pending caseload at the end of the fiscal year 1952 was larger 
than the number of cases terminated in that year. There were more 
cases filed than were terminated in this district, which means that the 
pending case load is increasing, and reference to table 1, appendix 9, 
for this district indicates that it has been increasing since 1947. 

As to the southern district of Indiana, table 1, appendix 9, for this 
district, indicates that there has been an increase of more than 150 
percent in cases filed over the last 12 years, and that there were more 
cases filed in the fiscal year 1952 than in any other year in the last 12. 
The number of civil cases pending increased from 110 in 1941 to 404 
in 1952. 

The number of private civil cases filed was substantially larger in 
1952 than in 1941 and higher in 1952 than in any other year during the 
last 12 years. Again the fact that more cases were commenced than 
terminated is worthy of notice. The caseload of the United States 
cases is more than 245 percent larger than the national average in the 
fiscal year 1952, and the caseload of private civil cases was also 
substantially greater than the national average. 

The committee after a study of the facts and the hearings is con- 
vinced that the provisions relating to an additional judgeship in the 
northern district of Indiana and an additional judgeship for the 
southern district of Indiana is amply justified. 


WESTERN DISTRICT OF KENTUCKY 


The bill, as amended, provides for an increase in the number of 
district judgeships for the western district of Kentucky from 1 to 2. 

This provision of the bill is recommended by the Judicial Confer- 
ence of the United States. 

The statistics for the western district of Kentucky show that for 
over the past 12 years the number of civil cases filed has almost 
doubled. The average for the years 1951 and 1952 was 60 percent 
larger than for 1941 and 1942. Until the last year the number of 
cases pending had not increased materially. During 1952, however 
it went from 267 to 379. This was particularly reflected by the ill- 
ness of Judge Shelbourne. Appendix 10 shows the statistical break- 
down for the western district of Kentucky. As against the national 
average of cases commenced per judgeship in 1952 of 236, there were 
commenced in western Kentucky 294 cases. As against the national 
average of 126 per judge in private civil cases, there were com- 
menced in the western district of Kentucky 135 cases. In 1951 there 
were only 79 cases commenced per judge in this district, so the sharp 
increase is very apparent. According to the report of the Adminis- 
trative Office of the United States Courts this was due largely to an 
increase of private cases brought under diversity of citizenship from 
105 in 1951 to 175 in 1952. About one-half of these cases are removed 
from the State court in this district. The report further reveals that 
there has been a sharp rise in land condemnation cases filed from 12 in 
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1951 to 36 in 1952. <A reference to appendix 10 of this report indi- 
cates in detail the need for an additional district judgeship in the 
western district of Kentucky, and the committee recommends this 
provision of the bill. 


DISTRICT OF MASSACHUSETTS 


This provision provides for an increase in the number of district 
judgeships for the district of Massachusetts from 4 to 5. 

This provision of the bill is recommended by the Judicial Conference 
of the United States. 

The number of civil cases filed annually in the district of Massachu- 
setts has shown a marked uptrend during the past decade. 

In 1952 there was an increase of almost 30 percent in civil filings 
over 1951 and the civil cases commenced in 1952 were almost twice 
as many as the number begun in 1941. During this period the judge 
power has remained the same, but in the last 2 years 1 case, the United 
Shoe Machinery, has taken a large amount of time of 1 of the judges. 

Under these conditions the number of pending civil cases has 
gradually increased from 855 at the end of fiscal year 1941 to 1,563 
on June 30, 1952. It is a credit to the court that in spite of the heavy 
increase in business the civil cases which are tried are being disposed 
of almost as promptly as they were at the end of the war. 

Table 2 of appendix 11 compares the cases filed per judgeship in 
Massachusetts with the national average. During every year of the 
past 10 years the Massachusetts record has been heavier than the 
general average and in 1952 it was 73 percent greater. For the past 
5 years the annual caseload per judge of civil cases filed in Massachu- 
setts was 305 compared with 217 as a national average. Further 
reference to appendix 11 will indicate the need for an additional judge- 
ship for the district of Massachusetts. The committee is convinced 


that the provision relating to this district is justified and recommends 
it favorably. 


EASTERN AND WESTERN DISTRICTS OF MICHIGAN 


The bill provides for an additional district judgeship for the eastern 
district of Michigan and an additional district gudgeship for the western 
district of Michigan. 
These judgeships are recommended by the Judicial Conference of the 
United States. 
The bill, in addition to the foregoing, provides for the realignment 
of the counties in the eastern and western districts of Michigan so as 
to make a division of the work more equitable and which will result 
in better service to the litigants of both districts. As to the realine- 
ment of the counties, the data thereon is contained in a report of the 
' special committee of the Michigan State bar on the United States 
_ district court in Michigan found in appendix 12. This situation is 
hot the same as that requested in S. 688 for the southern district of 

Florida, in that here no new district is created, but there is simply a 
/ Tealinement and change in counties within the two existing districts. 
' In the eastern district of Michigan for the year 1941 there were 


) pending 838 civil cases. That number had increased in 1952 to 


1,219, and for the first half of 1953 the number had further increased 


82940—53 2 
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to 1,246. Private civil cases pending in 1941 were in the number of 
613, while for the first half of 1953 the number was 612. This shows 
an overall gain of 1 case in 12 years. 

Criminal cases have risen from 143 pending in 1941 to 280 in 1953, 
so that even with a holding of the line in private civil cases there has 
been a loss to pending cases in both total civil cases and criminal] 
cases. Cases in which the United States is a party numbered 225 
pending in 1941 and 634 for the first half of 1953. 

In regard to the western district of Michigan, total civil cases 
pending in 1941 numbered 85, while for the first half of 1953 the num- 
ber was 172, which is over ‘double the pending cases during that 
period of time. Pending private civil cases in 1941 numbered 43 
while during the first half of 1953 the amount had almost doubled 
to 85. Criminal cases in this district have remained current. A study 
of appendix 12 will show that if there is to be a reduction of the 
backlog in these districts, it can be done only by the addition of 
judgepower to these districts. The committee therefore recommends 
the provision of the bill as it relates to the eastern and western 
districts of Michigan. 


EASTERN AND WESTERN DISTRICTS OF MISSOURI 


The bill provides for an increase in the permanent judgeships for 
the eastern and western districts of Missouri from 1 to 2. 

This provision, which has received the recommendation of the Judi- 
cial Conference of the United States at its meeting in September 1950, 
incorporates the provisions of S. 922 of the 82d Congress. 

The practical effect of this provision would be to make permanent 
the temporary district judgeship that is now in existence. It would, 
therefore, not amount to an increase in judge personnel for these dis- 
tricts. 

The history of the judgeships for the 2 districts of Missouri and 
the business of the district courts for the 2 districts are shown in 
appendix 15 and its tables. The facts there contained make it plain 
that all the reasons which existed for creating the judgeship involved 
in 1942 are present today in greater measure, and that in order to pre- 
vent the delay which would ‘otherwise occur in the appointment of a 
successor to the present judge if a vacancy should occur, and main- 
tain the judicial strength of the two districts without interruption, 
the provision against the filling of the vacancy in the existing statute 
should be repealed as the bill provides, and the position made per- 
manent. (See hearings and appendix 13.) 


DISTRICT OF NEVADA 


The bill provides for an increase in the number of district judgeships 
for the district of Nevada from 1 to 2. 

This provision of the bill was approved by the committee when it 
reported S. 1203 of the 82d Congress to the Senate and passed the 
Senate on October 9, 1951. 

The places for holding court in this district, as provided by section 
108, title 28, United States Code, are Carson City, Elko, Las Vegas, 
and Reno. The 4 places of holding court are served by 1 judge. 
The two most populous cities in the district are Las Vegas and Reno. 
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While Carson City and Reno are close together, the distance from Reno 
to Elko is in excess of 200 miles, and the distances from Carson C ity 
and Reno to Las Vegas are in excess of 400 miles. It is noted that 
Nevada is the sixth largest State in area inthe country. The distances 
traveled by the district judge tend to slow up the dispatch with which 
cases may be terminated in this district, even though the present judge 
is capable, hard-working, and industrious. An additional district 
judge in this district would make the facilities of the Federal court 
more readily available to the several widely separated Nevada com- 
munities, and to the attorneys who must serve them. Information 
in the file indicates that the division of work, while somewhat heavier 
in the northern section of the State, is amply sufficient in the southern 
part of the district to justify two judges. 

Another consideration lies in the type of cases which arise in this 
district. Cases in water rights which are of paramount importance 
to the district are the type of cases that require a tremendous amount 
of time and energy for determination and are prone to run on for 
many years before a final adjudication is made. In this respect 
this district is similar to the district of Arizona, which is dealt with in 
a previous portion of this report. 

In addition to the foregoing, the State of Nevada by reason of its 
liberal laws concerning incorporation requirements has a large business 
in corporate affairs, there being many nationally known corporations 
incorporated under the State law. This situation to a lesser extent 
is similar to the conditions existing in the district of Delaware as it 
relates to incorporation law and is discussed in the proposals for an 
additional district judge in the district of Delaware, ante. 

An examination of the statistics show that in the first half of 1953 
the number of cases pending before the court was 104, which shows a 
substantial increase over the number of cases pending in 1941 of 95. 
Since 1941 the private civil cases pending increas: ed approximately 
40 percent, even though the caseload is somewhat less than the 
national average. An “analysis of appendix 14 will indicate that, 
while the total number of suits and actions is less than the national 
average, due to the facts above mentioned the court has been unable 
to reduce the backlog and in some cases the backlog has risen. 7 
other consideration favoring creation of an additional judgeship ir 
this district is that the present district Judge has been assigned on 
occasions to adjoining districts where congestion is acute ‘and his 
services were needed. During these periods the district necessarily 
has been without the services of a district judge. The committee 
does not look with favor upon any district being without the services 
of a district judge. 

[t will be noted that the type of cases filed in this district have 
been such that in 1949, 1950, 1951, and 1952 no cases tried were 
disposed of in less than 6 months (appendix 14, table 3). 

Chief Judge John Biggs, Jr., of the third circuit, in his testimony 
indicated that there was a need for additional district judges in the 
districts of North Dakota, Nevada, and Idaho (hearings on S. 15, 
p. 76). The Judicial Conference indicated during hearings that there 
was no opposition by the Judicial Conference to the creation of any 
of these judges. 

The committee is of the opinion that an additional district judgeship 
for this district is justified and again recommends the same to the 
favorable consideration of the Senate. 
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DISTRICT OF NEW JERSEY 


The bill provides for an increase in the number of district judgeships 
for the district of New Jersey from 6 to 7. This provision of the bill 
has the recommendation of the Judicial Conference of the United 
States. 

Reference to appendix 15 of this report together with hearings on 
S. 15 will indicate the necessity of an additional district judgeship 
for this district. 

Despite concerted efforts on the parts of Chief Judge Forman and 
the other judges during the past year and a half, the court has been 
unable to reduce the number of civil cases pending. As of June 30, 
1952, there were pending 1,199 cases. There are now 20 antitrust 
cases and 40 patent cases pending in the district. Some of these, of 
course, take a very large amount of time. For example, the Govern- 
ment antitrust case against the General Electric Co. has been under 
consideration by Judge Forman for a number of months and requires 
an extensive opinion. This decision also involves a complicated case 
against the General Instrument Co., which has also been submitted. 
There are other intricate cases pending before the court which will 
take a great deal of time. All of these are set forth in the Judicial 
Business of the District of New Jersey, as it is contained in appendix 15. 

The increase of civil litigation indicated by the figures for the first 
half of the current year is about 15 percent over last year. and there 
seems little doubt that the civil docket will fall further behind unless 
additional judicial help is provided. 

A study of the hearings and the statistics contained in appendix 15 
indicates the need of an additional district judgeship for the district 
of New Jersey. The committee therefore recommends this provision 
to the favorable consideration of the Senate. 


DISTRICT OF NEW MEXICO 


The bill, as amended, provides for a temporary judgeship for the 
district of New Mexico. 

This provision of the bill is recommended by the Judicial Conference 
of the United States. 

The State of New Mexico consists of a single judicial district and 
has one judge. The civil caseload commenced in this district showed 
an increase in the fiscal year 1952 of more than one-third over the 
previous fiscal year and of 72 percent over the last prewar year 1941. 
Appendix 16 shows that this increase has been maintained in the first 
half of the current year, when the number of civil cases filed was 142 
compared with 108 in the first half of the previous fiscal year. 

Special attention should be given to the private civil cases, as nor- 
mally these take from 2 to 3 times as much time of the judge as do cases 
in which the United States is a party. The private civil cases in this 
district have shown a great increase in the last 5-year period. In 1948 
the number filed was 58, while in 1952 it was 159—not far from three 
times as many. 

The number of trials in this district also have increased, which adds 
to the load being carried by the judge. In the fiscal year 1952, there 
were 88 trials, 49 of which were civil trials and 39 criminal trials. The 
number of trials in 1952 is over twice the national average per judge. 
However, with the currency of the dockets, there is no chance for re- 
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duction of the backlog. The Judicial Council of the Tenth Circuit 
and the Judicial Conference of the United States at its September 
meeting in 1952 recommended an additional district judge in this 
district to aid the court in reducing this backlog. The committee is 
impressed by the need for additional judgepower in this district and 
recommends this provision for favorable consideration by the Senate. 


SOUTHERN DISTRICT OF NEW YORK 


The bill, as amended, provides for three temporary judgeships in 
the southern district of New York. 

Originally the bill provided for 3 permanent judgeships and 2 tempo- 
rary judgeships to be added. The proposal for the 5 judgeships was 
recommended by the Judicial Conference of the United States, and 
witnesses at the hearings have also testified as to the need of additional 
judges in this district. 

A summary of the facts in the district discloses that the southern 
district of New York is without doubt the busiest district in the Fed- 
eral judicial system, and the range of cases is such as to have no parallel 
in any other district. The court is located in the greatest commercial 
and industrial section in the world and must deal constantly with long 
and involved patent situations, copyright actions, and antitrust liti- 
gation both public and private, and admiralty and maritime affairs of 
great importance, as well as criminal prosecutions of national and 
international interest. 

Public Law 205 of the 8ist Congress provided additional district 
judges for the southern district of New York. That law increased 
the judges in that district from 12 to 16, but a survey of the situation 
shows that this increase is not adequate. 

In 1941 there was pending in this district a total civil caseload of 
4,087 cases, and in the first half of 1953 that number had risen to 
11,907. In 1949 the pending caseload was 11,098, so it can be seen 
that the addition of judges as provided for in Public Law 205 of the 
8ist Congress was to some extent effective. This is not entirely true 
for the reason that vacancies have existed during that period of time 
on the court and were not speedily filled. It is to be hoped that since 
the filling of those vacancies the effect thereof will be shown in the re- 
duction of the pending cases. 

A study of appendix 17 will indicate the need for additional judge- 
power in this district, and the committee is of the opinion that the 
addition of three temporary judgeships will do much to alleviate the 
congestion of this court. 

The committee therefore recommends that this provision of the bill 
relating to the southern district of New York be approved. 


DISTRICT OF NORTH DAKOTA 


The bill, as amended, provides for an increase in the number of 
district judgeships for the district of North Dakota from 1 to 2. 

This provision of the bill is recommended by the Judicial Conference 
of the United States. 

In the fiscal year 1952 the civil caseload per judge climbed to 279 
as compared with a national average of 236 civil cases per judge and 
compared to 189 civil cases commenced in the district in the previous 
fiscal year. This increase is due almost entirely to the rise in the num- 
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ber of suits commenced by the Government on promissory notes, 
suits under the Defense Production Act, and forfeitures under the Food 
and Drug Act. During the first half of the fiscal year 1953 the 
number of civil cases commenced was equal to the number of cases 
filed during the corresponding period of last vear, an indication that 
last year’s increases are holding firm. 

In recent years there has been a large increase in the number of 
land-condemnation cases brought by the Government in North Da- 
kota, principally for the Garrison Dam project. In this connection 
statistical figures giving the number of land-condemnation cases are 
not revealing, because each case usually includes many tracts or 
parcels of land. For example, the 37 land-condemnation cases re- 
maining for disposition on December 31, 1952, include 676 tracts of 
land. 

An examination of the tables and exhibits in appendix 18 shows 
the sharp rise in the number of land-condemnation suits in North 
Dakota in the last 7% years. 

A study of the hearings, together with the appendix hereto attached, 
shows that the additional judgeship recommended for the district 
of North Dakota is amply justified, and the committee therefore 
recommends the passage of this provision. 


NORTHERN DISTRICT OF OHIO 


The bill, as amended, provides for an increase in the number of 
district judgeships for the northern district of Ohio from 4 to 6 

This provision of the bill is recommended by the Judicial Conference 
of the United States. 

Although the number of judges in this district during the last 12 
fiscal years has not changed, the number of civil cases commenced has 
virtually doubled from 661 in 1941 to 1,261 in 1952. During this 
period there has been considerable fluctuation in the total number of 
civil cases filed, but since 1945 the number of private civil cases has 
been on the increase. In the fiscal year 1941 there were 396 private 
civil cases filed, but in the fiscal year 1952 this had increased to 732 
cases—almost double the prewar figure and 3 times the number of 
private civil cases filed in 1945, which was 242. 

During the first half of the fiscal year 1953 there were 666 civil cases 
commenced in the district as compared to 548 civil cases during the 
corresponding period of the last fiscal year, and the pending figure 
rose to 1,685 civil cases—more than 3 times the number pending on 
June 30, 1942. 

Reference is made to appendix 19 for a complete picture of the case- 
load and the need for the additional judgepower for the northern 
district of Ohio. 

The committee after study of the appendix and the hearings on S. 15 
are convinced that the additional judgepower provided in S. 15 is 
warranted. 


EASTERN, MIDDLE, AND WESTERN DISTRICTS OF PENNSYLVANI\ 


The bill provides for an increase in the number of district judge- 
ships for the eastern district of Pennsylvania from 7 to 9 and for the 
western district of Pennsylvania from 4 to 5. There is also provided 
an additional temporary judgeship for the western district. 
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The Judicial Conference recommends these provisions of the bill. 

In 1941 in the eastern district of Pennsylvania there was a total of 
civil eases pending in the number of 787. For the first half of 1953, 
that figure had risen to 3,493. This was true in spite of the fact that 
‘1 1950 the judgepower had been increased by 2 judges. In 1941 
there were pending 538 private civil cases, and in the first half of 1953 
that figure had risen to 2,664. It will be seen that this backlog is of 
a very serious nature, with which there is no hope of alleviation 
unless more judgepower is immediately supplied to this district. 

The committee after a study of the facts and hearings in connection 
with this district believes that the provision is meritorious and 
recommends it to the favorable consideration of the Senate. 

As to the western district of Pennsylvania, increases in the civil 
cases filed in 1952 over 1951 occurred chiefly in land-condemnation 
cases Which are now including only a single tract in 1 case (113 in 
1952 compared with 8 in 1951). Employers Liability Act cases 

132 compared with 77), motor-vebicle personal-injury cases (137 
compared with 82) and Defense Production Act cases (143 compared 
with 81) 

In 1941 total civil cases pending before this court numbered 555, 
while in the first half of 1953 the number had risen to 1,353. In 
1941 private civil cases pending were in the number of 234, while in 
the first half of 1953 that had risen to 808. 

Since the Judicial Conference of the United States at its September 
meeting recommended an additional temporary judgeship for this 
district, it has been pointed out that one of the judges of this district 
has become gravely ill, and when and to what extent he can resume 
his duties is in serious doubt. After a study of the hearings and the 
facts contained in appendix 20 of this report, the committee is con- 
vinced that this provision is meritorious. Since the hearings, it has 
come to the attention of the committee that the district judge referred 
to above has passed away. A further study of the situation indicates 
to the committee that the need for the temporary additional judge 
still exists, and that the fact of the judge’s passing does not materially 
change the situation. 

The bill further provides for a provision which bears the favorable 
endorsement of the Judicial Conference of the United States and the 
Department of Justice. It creates no additional judgeship, but on 
the contrary, under certain conditions will result in the diminution 
of one judgeship. The effect of the legislation would be, therefore, 
under those certain contingencies to abolish the so-called roving 
judgeship for the three Pennsylvania districts. 

This is a measure which was recommended by the Judicial Confer- 
ence of the United States at its annual meeting held in September of 
1949 (p. 6 of the September 1949 report), and reaffirmed at its meeting 
in September 1950. The present judgeship for the eastern, middle, 
and western districts of Pennsylvania was created by an act approved 
July 24, 1946 (60 Stat. 654). The act contained a proviso that when 
a vacancy occurred in the judgeship so created, it should not be filled. 

When the law was passed there were 2 permanent judgeships for 
the middle district of Pennsylvania, 5 for the eastern district and 
3 for the western district. At that time tne number of judges in 
both the eastern and western districts was inadequate for the amount 
of business of the courts, and the provision tnat the judge authorized 
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for the middle district should also be a judge for the eastern and 
western districts was logical. 

The judge appointed under the law was a resident of Lewisburg, 
in the middle district, and he has made his headquarters in that city. 
He has given a considerable portion of his time since his appointment 
to service in the eastern and western districts of Pennsylvania, prin- 
cipally in the eastern district. The law passed, however, at the first 
session of the 8lst Congress (Public Law 205, approved August 3, 
1949) provided for 2 additional permanent judges for the eastern 
district and 1 additional judge on a temporary basis for the western 
district which has since been made permanent. 

There nave been 2 permanent judgeships for the middle district 
of Pennsylvania since 1929 and there is 10 question that 2 district 
judges are needed and will be permanently needed to handle the busi- 
ness of that district. Information concerning the business of this 
and the other districts of Pennsylvania and concerning the judgeships 
for the 3 districts is contained in tables prepared by Mr. Shafroth, 
Chief of the Division of Procedural Studies and Statistics of the 
Administrative Office of the United States Courts. 

The pending provision if enacted will continue the present number 
of judges for the middle district by providing that the incumbent of 
the judgeship for the three districts shall fill the vacancy arising when 
one occurs on account of the retirement, resignation, or death of either 
of the district judges who are presently judges for the middle district 
alone. At that time the present judge for the three districts of Penn- 
sylvania will become a judge for the middle district only and cease to 
be a judge for the eastern and western districts. At the same time the 
“roving’’ judgeship for the three districts will lapse under the terms of 
the act of 1946 creating it. The present incumbent of that judgeship 
who will thenceforth be a judge for the middle district, will still be 
subject to assignment by the chief judge of the third circuit of which 
the districts in Pennsylvania are a part, to sit in the eastern and 
western districts if there is need under the provision of section 292 (b) 
of title 28 of the United States Code. But his regular sphere of duty 
will be only in the middle district. 

Since the pending bill will reduce by 1 the number of district judges 
for the 3 districts of Pennsylvania whenever a vacancy occurs in 
the middle district, it consequently will be a measure of economy. 

As the proposed legislation is designed to assist the Judiciary in the 
internal administration of its districts judgeships (besides its economy 
features), the committee is of the opinioa that it should be recom- 
mended favorably for enactment. 

Appendix 20 contains data upon which the provisions for the dis- 
tricts of Pennsylvania are based, and reference to said appendix will 
bear out the conclusions of the committee. 


DISTRICT OF SOUTH DAKOTA 


The bill, as amended, provides for an additional temporary judge- 
ship for the district of South Dakota. 

Civil cases filed in the district of South Dakota have increased from 
78 in 1941 to 189 in 1952. United States civil cases filed during this 
same period have increased from 52 in 1941 to 143 in 1952. Private 
civil cases have increased from 26 to 46 and criminal cases have 
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remained about the same in number, 155 having been filed in 1941 
compared with 148 in 1952. Filings during the first half of the fiscal 
year have increased to 102 from 88 in the Tike period in the previous 
year, an increase of 16 percent. Criminal cases have increased during 
the same period from 66 to 91, an increase of 52 percent. The pending 
civil cases which were 68 on June 30, 1941 have increased to 161 on 
June 30, 1952, and criminal cases from 39 to 91 during the same period. 
The civil caseload per judgeship in 1952 was 189 compared with the 
national average of 236. The number of United States civil cases 
filed per judge was 143 compared with the national average of 110 
and private civil cases were 46 compared to the national average of 
126. Criminal cases were 148 compared with the national average 
of 177. The percentage of civil cases terminated after trial in which 
less than 6 months had elapsed from filing to disposition was con- 
siderably greater than the national average and the percentage of 
these cases in which the interval from issue to trial was less than 
3 months was also greater in South Dakota than in the Nation as a 
whole giving some indication of a satisfactory docket position. It 
should be added that there have been a considerable number of 
condemnation cases filed in this district and since many tracts are 
often included in a single case, the burden of these cases is not ade- 
quately reflected in the statistics of cases filed. 

The present judge qualified for his position on May 19, 1929, and 
is approximately 79 years old. While his health is considered to be 
good, the weight of the workload is bound in time to have its effect. 
The present judge was eligible for retirement some 9 years ago, and 
by remaining on the bench has materially aided the Government from 
a financial standpoint. However, as indicated by the statistics, the 
pending caseload has doubled, so that if there is to be an alleviation 
of this situation added judgepower is necessary. 

It will be noted that this provision provides only for a temporary 
judgeship, so that upon retirement of the present judge the judge 
power of the district will return to one. Attention is invited to 
appendix 21 for facts and statistics relating to this provision. 

The committee is of the opinion that under the circumstances a 
temporary judgeship for the district of South Dakota is warranted. 


MIDDLE DISTRICT OF TENNESSEE 


The bill provides for the creation of a temporary judgeship for the 
middle district of Tennessee. 

This provision of the bill is recommended by the Judicial Conference 
of the United States. 

Since 1941 the number of pending civil cases has risen from 135 to 
372 in the first half of 1953. Pending private civil cases have risen 
from 55 in 1941 to 103 in the first half of 1953. 

As stated by the Administrative Office of the United States Courts, 
a foundation for the Conference recommendation has been the condi- 
tion of the judge’s health. Another judge is required in the district to 
supplement his efforts. 

In order to keep the dockets from falling further behind, it was 
necessary to bring in visiting judges to aid in the disposition of judicial 
business in 1950, and again in November 1952 a judge from Ohio sat 
for holding trials and pretrials. 
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Appendix 22 of this report, in addition to the table of the business of 
the district, gives a comprehensive statement by Judge Davies before 
the subcommittee of the Judiciary Committee of the 82d Congress in 
its consideration of S. 1203, which is still pertinent to the present 
situation. 

A review of Judge Davies’ testimony, together with the facts dis- 
closed in appendix 22, indicates to the committee that the creation of 
an additional judgeship for the middle district of Tennessee on a 
temporary basis is warranted. 


EASTERN DISTRICT OF TEXAS 


The bill provides for an increase in the number of judgeships in the 
eastern district of Texas from 1 to 2. 

This provision of the bill has been recommended and approved by 
the Judicial Conference of the United States. 

More private civil cases were filed per judge in the eastern district of 
Texas in 1949 than in any other district in the United States except 
the southern districts of Texas and New York. A tremendous amount 
of the judicial business in this district shown in appendix 23 is the 
result of a large industrial development and the discovery of oil fields 
of great value and extent. At the same time the number of cases filed 
does not give an adequate idea of land condemnation cases to be 
disposed of, as each case contains a large number of tracts. The 
following excerpt from the statement of the late Judge Randolph 
Bryant in the hearings on S. 1203 indicated considerable future develop- 
ment of land condemnation proceedings: 

However, the biggest intangible in the situation of this district at this time (and 
which is not disclosed by the statistics of business at all) is the fact that the 
Government has already begun condemnation proceedings looking to the acquisi- 
tion of over 300,000 acres of land within this district, and embracing separate 
and diverse projects extending from the Gulf of Mexico to the westernmost county 
of the district. One project alone—that on Sulphur River in the Texarkana 
division—contemplates the acquisition of over 100,000 acres of land, and these 
matters are almost unending in their demands upon the time of the court in 
litigation involving disputes over the value of lands, hearings upon the distribution 
of proceeds resulting from the condemnation, and the like. 

The committee is of the opinion that there is no question but what a 
request for an additional district judge for the eastern district of Texas 
is justified. 

SOUTHERN DISTRICT OF TEXAS 


The bill provides for an increase in the judgeships for the southern 
district of Texas from 3 to 4. 

Public Law 205 of the 8ist Congress made provision for a temporary 
judge for this district. This judge has been serving since 1950. 

Enactment of this provision would make permanent the judgeship 
which is now temporary and would not actually increase the number 
of judges now serving in the district. 

The statistical tables indicate that the caseload and work of this 
court requires the continued services of the four judges on a permanent 
basis. 

In 1941, civil cases pending numbered 217 and in the first half of 
1953 the figure was 1,300. 

In 1950, there was terminated an alltime high of civil cases for this 
district when 1,330 cases were disposed of. 
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lhe same situation exists in relation to private civil cases. In 1941, 
he pending caseload was 147 and in the first half of 1953 it was 663. 

Before the 2 judges were added by Public Law 205, the criminal 
caseload per judge was 1,121, as against a national average of 177 per 
judge in 1949. Even with the additional judges, the caseload per 
judge was only reduced to 700 as against the national average of 169 
per judge for 1950. 

Private civil cases filed per judge for this district in 1950 numbered 
198, as compared to a national average of 113 per judge. The national 
average in 1952 for private civil cases per judge is 126, while the cases 
commenced per judge during the same year had risen to 202. The 
national average of cases per judgeship for all civil cases in 1952 was 
236, while in the southern district of Texas the cases commenced per 
judgeship for that year reached 293. A study of the data contained 
in appendix 24 indicate a justification for this provision. The 
committee therefore recommends that this provision be considered 
favorably. 


DISTRICT OF UTAH 


The bill as amended provides for an increase in the number of dis- 
trict judgeships for the district of Utah from 1 to 2. 

The bill as amended further provides for Cedar City, Utah, to be 
a place holding court in the district of Utah. The statistics in this 
district, which are attached hereto as appendix 25 indicate, in the 
opinion of the committee, a need for an additional district judgeship 
in the district of Utah. The number of civil cases filed annually in 
this district have increased from 105 in the fiscal year 1941 to 177 in 
the fiscal year 1952, which is a substantial increase in the business of 
the court. The increase of private civil cases over the same period 
have increased from 36 to 58 and for the first half of 1953 from 26 to 39, 
as a comparison to the like period of the previous year. It must be 
remembered that the private civil cases are the ones which take the 
major portion of the court’s time. 

In 1941 pending civil cases numbered 72, while in the first half of 
1953 that number had grown to 102. This shows an increase of nearly 
50 percent. Pending private civil cases in 1941 numbered only 20, 
while in the first half of 1953 the number has almost tripled to 57. 

In respect to the criminal cases the number of United States cases 
filed in 1952 was a little above the national average, when Utah showed 
119 such cases filed as compared with the national average of 110. 

All of the foregoing indicates an overall increase in the business of the 
court of Utah in the past 12 years. This is true in spite of the fact that 
the median time for disposal of cases in this district is considerably 
less than the national average. This means that even though cases are 
disposed of more quickly in Utah than over the Nation generally, such 
dispositions have not been such as to overcome the increase in filings. 
Therefore, the pending case load steadily increases. 

As has been dealt with in this report, it is to be remembered that 
the caseload per judge on an average is the criterion used to show 
a comparative caseload in the district, but it is generally conceded 
that this national caseload per judge is much too high. 

Utah is one of those States having only one judge and that judge 
lias been, in the past, frequently called to other jurisdictions, leaving 
his district without the services of a Federal judge. 
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As stated before, this is a situation which the committee does not 
look upon with favor. The committee is of the opinion that there 
should be a judge available in these vast Western States at prac- 
tically all times for the proper service of the litigants there residing, 
and believes that the provision for an additional district judge for 
this district, in order to stop the increasing load of pending cases, 
and assure the district full-time judgepower, is meritorious. 

The committee is of the opinion that the addition of Cedar City, 
Utah, as a place of holding court in this district is desirable. This 
provision would afford the southern portion of Utah the services of 
a district judge. As is the case in many of the Western States, the 
population is steadily on the increase and Cedar City represents in 
the southern portion of the district the most feasible place for court 
service to litigants in that area. 


EASTERN DISTRICT OF VIRGINIA 


The bill, as amended, provides for an increase in the number of 
district judges in the eastern district of Virginia from 2 to 3. 

The Judicial Conference of the United States recommended a 
“roving” judge for the eastern and western districts of Virginia and, 
further, that a vacancy occurring in the western district of Virginia 
should not be filled. It further recommended that the newly created 
judge shall reside at Norfolk. Extensive hearings were had on this 
subject, which set forth both sides of the question. In S. 1203 of the 

82d Congress, there was an additional judgeship for the eastern 
district of Vi irginia provided. The hearings will indicate that that 
situation has not changed. The hearings and appendix 26 will also 
show that there should not be a loss in the future of a judgeship in 
the western district of Virginia. The committee therefore again recom- 
mends the provision which provides for an additional district judge 
for the eastern district of Virginia to reside at Norfolk, but does not 
approve of the recommendation of the Judicial Conference of the 
United States that a proviso be enacted which would result in the 
loss of one judge for the western district of Virginia. 


WESTERN DISTRICT OF WASHINGTON 


The bill provides for an increase in the number of district judgeships 
for the western district of Washington from 2 to 3. 

A further provision of the bill incorporates the provisions of S. 638 
of the 82d Congress and provides that, in addition to Tacoma, court for 
the southern division of the western district shall be held at 1 other 
place in such division as may be designated by the district judges for 
the western district of Washington. The judicial council does not 
approve of this provision. 

These provisions of the bill were approved by the committee in the 
82d Congress and passed by the Senate when it approved S. 1203. 

The situation as it existed when the report on S. 1203 was written 
still obtains. A portion of the report as it bears on the western district 
of Washington is herein set forth. 

In 1940, the civil caseload pending in this district was 329, and in 
the first half of 1953 the pending caseload had risen to 617 (appendix 
27, table 1). In 1940, the pending caseload of private civil cases was 
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160, and in the first half of 1951, the pending caseload for such cases 
was 221 (appendix 27, table 1). 

In 1940, pending civil cases in which the United States was a party, 
numbered 169, and in the first half of 1951, the figure had risen to 396. 
The pending caseload has risen in spite of the fact that the total cases 
filed per judge in the western district of Washington is less than the 
total cases per judge in the 85 districts (appendix 27, table 2). 

The Washington State Bar Association recommends (1) that an 
additional judgeship be created for the western district of Washington; 
(2) that the present law providing that one Federal district judge in 
Washington be appointed for both eastern and western districts be 
amended to eliminate the eastern district jurisdiction of said judge- 
ship; (3) that no changes be made in the judicial district of the State; 
and (4) that no changes be made in places holding court, but that a 
study be made looking to the establishing in the near future of a 
place of holding court in southwestern Washington. 

The statements and testimony indicate to the committee that 
there is a definite need for an additional judgeship for the western 
district of Washington and in order to provide for the efficient dis- 
patch of the business of the western district of Washington it is 
necessary and warranted to establish an additional place for holding 
terms of court in the western district of Washington. 

The statistics relative to the judicial business for this district are 
contained in appendix 27. The committee again recommends ap- 
proval of this provision of the bill. 


NORTHERN AND SOUTHERN DISTRICTS OF WEST VIRGINIA 


The bill provides that the now existing roving judgeship for the 
northern and southern districts of West Virginia shall be made perma- 
nent. 

This provision has the approval of the recommendation of the Judi- 
cial Conference of the United States. 

A study of appendix 28 will show that the need for a roving judge 
for both districts is as necessary at this time as it was when it was first 
created. It must be remembered that if there is a loss of the services 
of the present judge the caseload will immediately increase by 50 
percent for each judge in the districts. Testimony had on S. 1203, 
82d Congress, indicated that to drop back to the two permanent judges 
would only mean a return to the conditions in existence at the time this 
temporary judgeship was created. After a study of appendix 28 the 
committee 1s convinced that such a situation is not to be desired and 
that the judgepower as it exists in the districts of West Virginia 
should be made permanent. 


EASTERN DISTRICT OF WISCONSIN 


The bill provides for an increase in the number of district judges for 
the eastern district of Wisconsin from 1 to 2. 

This provision is recommended and approved by the Judicial Con- 
ference of the United States. 

Since June 30, 1948, the number of pending civil cases in this distirct 
has almost tripled. At the end of that fiscal year the figure stood at 
129. On December 31, 1952, there were 374 civil cases pending in the 
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district, which number compares with 293 civil cases pending at th: 
end of the previous calendar year. Except for the fiscal years 1947, 
1950, and 1951, the number of private civil cases in this district has 
been below the national average. During the first half of the fisca! 
year 1953 there were 120 such cases filed, which is more than the num- 
vet of private cases commenced during the whole of the last fiscal year 
Only 56 private civil cases were terminated and the pending figure on 
December 31, 1952, rose to 226 cases, which is the highest it has been 
in the last decade and in more than 5 times the pending figure of 42 
cases on June 30, 1946. 

Appendix 29 amply gives support to the recommendation of th 
Judicial Conference. The committee recommends favorable consider- 
ation to this provision. 


RELATING TO THE TERM OF OFFICE OF THE JUDGE FOR THE DISTRIC' 
COURT OF THE VIRGIN [SLANDS 


This provision of the bill was approved by the committee and passed 
by the Senate in S. 1203 of the 82d Congress. 

This provision of the bill will extend the term of the judge for the 
district court of the Virgin Islands from 4 to 8 years. The provision 
has the favorable recommendation of the Judicial Conference of the 
United States. 

The reason for this change is contained in a letter from the Adminis- 
trative Office of the United States Courts to Hon. Alben W. Barkley, 
Vice President of the United States, dated February 8, 1951, and is 
herewith set forth in full: 


ADMINISTRATIVE OFFICE OF THE UNITED States Courts, 
Washington 13, D. C., February 8, 1961 
Hon. ALBEN W. BARKLEY, 
Vice President of the United States, 
Washington, D. C. 

Dear Mr. Vice PReEsrIpENtT: I enclose a bill which was recommended by th¢ 
Judicial Conference of the United States at its annual meeting held in September 
1950, and in behalf of the conference I would request its introduction and con- 
sideration. The bill provides for an amendment of section 26 of the Organie Act 
of the Virgin Islands (48 U. 8. C., 1946 ed., 1405y) to change the term of office 
of the judge of the district court of the Virgin Islands from 4 to 8 years. 

The reasons for it could not be better stated than in a report of a committee 
of the Judicial Conference of the Third Circuit which was approved by the con- 
ference of that circuit and was the basis of the later recommendation of the Judicial 
Conference of the United States (pp. 17-18 of the September 1950 report of the 
Judicial Conference). Accordingly I quote that part of the report of the com- 
mittee of the third circuit in full as follows: 

“Section 26 of the Organie Act of the Virgin Islands fixes the term of office of 
the judge of the district court at 4 years. The Organie Acts of Puerto Rico and 
the Canal Zone, which formerly fixed the terms of office of the judges of their 
respective district courts at 4 years, were each amended by the act of March 26 
1938 (ch. 51, 52 Stat. 118), so as to extend the term of office of these judges t: 
8 vears. The reason for the change, as stated by Senator Logan, its sponsor, 01 
the floor of the Senate, was that it was not fair to ask a lawyer from the conti- 
nental United States appointed to one of these judgeships to give BP his practic 
and lose touch entirely with the people in his own community and his own State 


when it was probable that he might be displaced at the end of the term of 4 years 
Senator Logan thought it only fair that the term should be extended to 10 years 
(81 Congressional Record 6371). In the House of Representatives the term was 
fixed at 8 years and in that form the bill became law. In the report of the Hous: 
Committee on the Judiciary it was said: ‘Four years is a short time for efficiency 
to be developed in the work of a judge in the background of law to be found in 
the Canal Zone and Puerto Rico. The committee feels that increasing the term 
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f these judges will promote their usefulness to the publie and will increase the 
attractiveness of the positions to lawyers qualified to fill them capably’ (H. Rept. 
No. 1962, 75th Cong., 3d sess.). 

‘Your committee is of the opinion that the same considerations apply to the 
j ids e of the district court of the Virgin Islands that are ap plicable to the judges 

Puerto Rico and the Canal Zone. While the latter work in a background of 
Spanish law the former must deal with a background of Danish law, an even more 
unfamiliar field to the American lawyer. All three serve in the same Caribbean 
area remote from their home States and each of them must cut bimself off com- 
pletely from his home community and his former clients. We think, therefore, 
that it is only fair to treat the judge of the district court for the Virgin Islands in 
exactly the same way in this respect as the other two judges who serve in the 
Caribbean area are now treated.”’ 

\s the report shows, the change is necessary in order to assimilate the term of 
the judge of the district court for the Virgin Islands to those of the district courts 
for Puerto Rico and the Canal Zone, the other United States courts in the Carib- 
bean region. As such it seems only just and likely to be conducive in the long run 
to securing well-qualified persons for the judicial office. I therefore trust that the 
enclosed bill may meet the favor of the Congress and be enacted. 

Respectfully submitted. 

Henry P. CHANDLER. 


The committee has again considered this provision of S. 15 and 
again recommends it to the favorable consideration of the Senate. 


AMENDMENT TO SECTIONS 371, 372, AND 373, TITLE 28, OF THE UNITED 
STATES CODE 


These amendments are contained in sections 6 and 7 of S. 15 and 
have the endorsement of the Judicial Conference of the United States. 

Section 371 of the United States Code provides in effect that the 
President has the power of appointing a new judge where an existing 
judge is totally disabled from se Pa on the bench, only when the 
incumbent has reached the age of 70 years and has served at least 
10 years. 

Section 372 of the United States Code provides that a judge who 
becomes permanently disabled when performing his duties may retire 
and the President may appoint a successor. 

Thus, unless a judge decides to retire under the age of 70, or over 
the age of 70 with less than 10 vears of service, though he be ‘disabled 
in such a manner that he cannot perform his duties, no replacement 
can be made. The amendment to this section will allow the President 
to appoint an additional judge, by and with the advice and consent 
of the Senate, in order that the duties of the office may be carried on, 
even though the disabled judge fails to retire or resign. 

The committee has studied this situation and has come to the 
conclusion that the above amendments are meritorious. There 
appears to be no reason why, if a judge is permanently disabled from 
performing his duties, he should be allowed to remain in an active 
status until he reaches the age of 70 and has completed 10 years of 
service. The present law only operates to prevent the logical step, 
which is the appointment of another judge, where, on occasion of 
disablement, litigants have been deprived of the services of a judge. 

Section 373 of the United States Code is also amended so that the 
judges of the Territorial courts may resign at the age of 70, with 10 
years of service, or after attaining the age of 65 years and after 
serving at least 15 vears. 

When the above conditions have been met such judges may retire 
on the salary they received when they relinquished their office. This 
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provision further provides that any judge of such courts who is 
removed from office, or who fails of reappointment on the sole ground 
of mental or physical disability, shall, upon the attainment of the age of 
65, if his judicial service aggregated 16 years or more, receive, for the 
remainder of his life, the salary he received when he relinquished such 
office. In the event his judicial service aggregated less than 16 years, 
but not less than 10 years, he shall receive, during the remainder of 
his life, that proportion of such salary which the aggregate number of 
years of his judicial service bears to 16. 

The recommendation of the Judicial Conference in respect to these 
provisions is contained in appendix 30. 

There has been testimony offered at the hearings which support 
these amendments, and it is the opinion of the committee that such 
amendments are meritorious and are entitled to the favorable consider- 
ation of the Senate. 

In the opinion of the committee it is necessary to dispense with the 
requirements of subsection (4) of rule XXIX of the Standing Rules of 
the Senate in order to expedite the business of the Senate. 








APPENDIX 


APPENDIX 1 


[ue Jupic1AL BusINess OF THE UNITED States Courts or APPEALS FOR THB 
FIFTH AND NINTH CIRCUITS 


The Judicial Conference of the United States has recommended 1 additional 
judgeship for the United States Court of Appeals for the Fifth Circuit and 2 
additional judgeships for the United States Court of Appeals for the Ninth 
Circuit. These recommendations were incorporated in S. 1203, 82d Congress, 
and were passed by the Senate. 


FIFTH CIRCUIT 


The addition of 1 judge would increase the United States Court of Appeals 
for the Fifth Circuit from 6 members to 7. The fifth circuit comprises the States 
of Texas, Louisiana, Mississippi, Alabama, Georgia, Florida, and the Panama 
Canal Zone. The caseload per judge for 1952 was 75.3 compared with the national 
average of 47.4. A total of 452 cases were filed including 52 criminal appeals, 
101 appeals in United States civil cases, 219 appeals in private civil cases, 12 
bankruptcy appeals, 63 appeals from administrative agencies and 5 original 
proceedings. This was slightly larger in number than those filed in the ninth 
circuit (444) or in the District of Columbia circuit (434) and considerably larger 
than in any of the other circuits. In the first half of the fiscal year 1953, 230 cases 
were filed in the fifth circuit compared with 211 in the first half of the fiscal year 
1952, an increase of about 9 percent. The median time interval in this circuit 
from the filing of the complete record to final disposition of cases terminated 
after hearing or submission in the fiscal vear 1952, was 9.6 months compared with 
the median interval for all circuits of 7.3 months. These figures show that the 
caseload in the fifth circuit is extremely heavy and that additional help is needed. 
The statistics which follow indicate that the work of this court has been consist- 
ently heavy for the last 5 years. The last increase in the number of judgeships 
for the fifth circuit occurred under the act of December 14, 1942, which raised 
the number of judges in the court of appeals from 5 to 6. 


NINTH CIRCUIT 


The United States Court of Appeals for the Ninth Circuit now has seven judges. 
The number would be raised to nine by the recommendation of the Judicial 
Conference. The circuit covers the States of Washington, Oregon, Idaho, 
Montana, Nevada, Arizona, California, the Territory of Hawaii, Guam, and the 
Territory of Alaska. During the fiscal year 1952, the ninth circuit had a caseload 
per judgeship of 63.4 cases filed compared with the national average of 47.4. In 
1952, 444 cases were filed in this court of appeals, 419 were terminated and 332 
were pending on June 30, 1952. The cases filed include 54 criminal appeals, 130 
appeals in United States civil cases, 144 in private civil cases, 30 bankruptcy 
appeals, 78 appeals from administrative agencies, 3 other appeals and 5 original 
proceedings, The number of cases filed in the first half of the fiscal year 1953 was 
234 compared with 217 in the first half of the fiscal year 1952, an increase of 8 
percent. The Court of Appeals for the Ninth Circuit had more cases filed in 1952 
than any other other circuit except the fifth above mentioned. In the first half of 
the fiscal year 1953, the number of cases in the Court of Appeals for the Ninth 
Circuit was larger than in any other circuit. In 1952 the median time interval 
from filing to complete record to final disposition was 10.2 months in the ninth 
circuit compared with the national median of 7.3 months. The continuous 
growth of the business of this court is shown by the following tables. 

Respectfully submitted. 

Witt SHAFROTH, 
Chief, Division of Procedural Studies and Statistics, 
Administrative Office of the United States Courts. 
Fepruary 20, 1953. 
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TaBLE 2.—Cases commenced per judgeship in the United States courts of appeals 
during fiscal years 1941-52, by circutt 





Number of cases commenced 


Circuit eee 





1941 1942 | 1943 | 1944 | 1945 | 1946 | 1947 | 1948 | 1949 | 1950 | 1951 | 1952 


Total, all circuits. _- 56 57 53 53 46 45 44 47 51 44 
District of Columbia 5 | 5S 5 | 47 47 49 44 58 77 48 
First " a : 29 33 40 | a5 28 25 33 26 25 22 
Second 89 ft .. 99 78 71 63 64 57 53 
Third ; } 57) 58 71 55] 50 33 44 48; 42 34 
Fourth.... , | 53 | 46 | 52 49} 41] 36 3 49] 56 65 
oo) 81} 77 58] 59] 55} 50 | 54 66 | 76 68 
Sixth | S&| 47] 46 41 34| 39| 35] 38 36 40 
Seventh 68 65) 57 6) 48 52] 56 46 55 46 
Fighth : 47 40 | 44 36 30 39} 28 27 29) 2% 
Ninth__.- ; } 42 48 42 49 38 41 45 41 46 | 45 
Tenth eee 47 62 47 48 55 45 40 49 54] 32 





TABLE 3.—Cases filed, terminated, and pending in the United States Court of 
Appeals for the Fifth Circuit, fiscal years 1941 to 1952 











| ae pr used a 
Cases Cases | . « | Cases Cases ohadiie 
Fiscal year com- termi- | & os I Fiscal year | com- , | termi- ak enitas 
ance ated ‘ mnced | ate 
| menced nated the year menced | nated | the year 
eee 
anole tical —|——__——|— —---- —- —-———| 
1941 406 | 308 116: 1 os 394 | 376 | 188 
1942 383 | 345 212 || 1949...... 453 | 382 | 259 
1943 . 347 | 411 148 | 1950 | 408 418 | 249 
1944 : 354 | 327 175 || 1951 aca 421 358 312 
1945 ; 329 329 175 || 1952 452 443 | 1321 
1946 za 301 | 295 181 | First half of 1953 230 153 2 321 
1D .cnnccncmeieis- 324 335 170 


1 Includes cases which had been decided but in which motion for rehearing was pending or time for such 
motion had not expired. 

2 Does not include cases which had been decided but in which motion for rehearing was pending or time 
for such motion had not expired. 


TaBLE 4.—Cases filed, terminated, and pending in the United States Court of Appeals 
for the Ninth Circuit, fiscal years 1941-52 and first half of 1953 











Fiscal year Filed Terminated | Pending 
1941 ’ i 295 329 1140 
1942 Sawa 333 272 201 
1943 296 282 215 
1944 ; ; 342 230 | 277 
WU... 35 dD AEP ee rae. ad Rh oLauetewcwe a 267 324 | 220 
DR sins cchietitn dibettenis 285 296 | 29 
Occ nis 312 270 | 251 
ORAS ree a 284 323 | 212 
TOR. sc dd cette es 319 290 | 241 
WM. «8.630. casts 317 307 | 251 
WO cisunebeae a 409 337 | 323 
1952 _. 444 419 | 2348 
First half 234 136 3 430 


' Adjusted figure. 

? Includes cases which had been decided but in which motion for rehearing was pending or time for sucks 
motion had not expired. 

Does not include cases which had been decided but in which motion for rehearing was pending or time 
for such motion had not expired. 
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APPENDIX 2 


Tar Jupreran Bustness or THE UNnirap States District Court FOR THE 
TERRITORY OF ALASKA, THIRD DIVISION 


The first United; States District Court for the Territory of Alaska was estal- 
lished by an act approved June 6, 1900 (31 Stat. 322). This act provided for 3 
judges and 3 divisions with prescribed terms of court at Juneau and Skagway for 
the first division, at St. Michaels for the second division, and at Eagle City for 
the third division. 

The act approved March 3, 1909 (35 Stat. 839) provided that the Territory of 
Alaska be divided into 4 judicial divisions and that there be 1 judge for eac} 
division with overall jurisdiction throughout the Territory. The number of 
divisions and the number of judges in the Territory has not been changed since 
that date. In 1947 the Territorial Legislature of Alaska recommended the crea- 
tion of an additional judgeship to serve in the third division and in 1949 the san 
recommendation was adeated by the Judicial Conference of the Ninth Circuit 
In the fall of that same year the Judicial Conference of the United States also 
recommended the creation of a new judgeship in the third division of Alaska and 
has reaffirmed its action at each subsequent annual meeting. 

The total number \of civil cases commenced in this division has increased 
steadily during the last 12. fiscal years from 248 in the fiscal year 1941 to 853 in 
the fiscal year 1952, an increase of 244 percent. During the same period the 
number of criminal cases in the division has more than doubled. Civil and 
criminal filings in the division during the past 12 years have been as follows: 


he a . 
Civil cases | Crimine] Civil cases | Crimi 
Fiscal yveor com- cases com- Fiscal year } = @ola- Ge 8es con 
menced menced menced menved 


61 |/°9948...._. } tee 462 
87 |} 1949...-- uo 546 
63 || 1950....-... 1 AeA 676 
hl | ae Be a 746 
83; | 1062... __-- j Esc 853 
99 || First half of 1953.........-| 487 
65 ! 


As a result of these increases there has been a steady, rise in the number of 
pending civil cases. On June 30, 1941, there were only 140 civil cases pending 
in. the division, but this chmbed to 814 pending. civil eases on June 380, 1952 
During the first half .of the fiscal year 1953 the trend continued and.on December 
31, 1952, there were 822 civil cases pending, almost 6 times the number pending 
at the end of the fiscal year 1941, the last year before the war. The number of 
criminal cases pending has risen from 16 at the end of 1941 to 162 on December 
31, 1952. 

The territory of this division is extensive and although most of the business 
iis at Anchorage, the judge normally sits at least once each year at Cordova, a! 
from time to time at Valdez and Kodiak, at each of which points cases may !y 
filed. Furthermore, in this division there is the so-called floating court; in Ma 
or June the judge boards a revenue cutter and visits 10 or a dozen small points 
within the division. Court may be held on the boat or in local courtroom: 
where any are available. The third division is comprised of a geographic area 
that is approximately 250 miles wide and 1,800 miles long, extending up to anid 
including the Aleutian Islands. 

The judi¢ial business.of this division is considerably larger than that of an 
other division within the Territory. The following table gives a comparison of 
the number of civil and criminal cases commenced in each of the 4 divisions 
during the past, 3, fiscal, years: 


Civil cases commenced }, (Criminal cases commenced 


Division — — 
1951 








a a ini iiil e 


ist division 
2d division 
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Since the district court for the Territory of Alaska has local as well as Federal 
risdiction, the caseload eannot be compared with that of other Federal district 
The rising figures in the number of civil and criminal cases commenced 
and the increase in the number of pending eases fully justify the Judicial Con- 
ference recommendation for an additional judge for this division. 

A table showing the number of civil and criminal cases commenced, terminated, 
and pending for each of the last 12 fiscal years is attached. 

Respectfully submitted. 


irts. 


WIL. SHAFROTH, 
Chief, Division of Procedural Studies and Statistics, 
Ad ministrative Office of the United States Courts. 
Marca 2, 1958. 


ALASKA, 3p DIVISION 


raBLE 1.—Cases commenced and terminated, by fiscal year, and pending at the end 
of each year, beginning with 1941 


Com- 


Fiscal year menced 


248 
229 
317 
320 
321 
369 


436 


UNITED ST 


Com- 
menced 


5 


17 


Com- 


Fiscal year menced 


243 
272 


288 
281 
303 
352 
420 


rOTAL CIVIL CAS§ 


Termi- 
nated 


| 


ATES CIVIL 
[OPA & 


Termi- 
nated 


RIV 


Termi- | 
nated 


1é 
1 
IR 


402 


Pending 
June 30 


Pending 
June 30 


Fiscal year 


1} 
1948 

1949 

1950_. 

1951 

| 1952...... 
First half of 


140 
204 |) 
226 | 
241 | 
217 


mae 
76 


CASES (UNITED STATES 


ses are in parentheses 


Com- 


Fiscal year ; 
menced 


13 

19 

12 

" 16 

1952... | 20 
First half of 1953... 9 


ATE CIVIL CAS 


me . Com- 
sci Vy ». 
Fiscal year menced 


} | 
| 


136 
196 


| 1948 449 

1949_ ial 527 
202 1950 664 
203 1951 730 
187 1952 833 
253 First half of 1953 178 


A PARTY 


lermi- 
nated 


| 


» | 


12 
9 
24 
10 
4 


| Termi- 
| nated 


401 
402 
598 
589 
697 


475 


Pending 
June 30 


334 
466 
535 
668 
814 


Pending 
June 30 


15 
99 
ae 


oF 
“<0 


Pending 
June 30 


319 
444 
510 
651 
787 
790 


OPA cases, including rent control, are separately listed because from 1945 to 1947 they constituted a large 


proportion of all civil cases commenced, although they required on the average a relatively small proportion 


court time per case for disposition during those years. They 


are included in the figure which they follow. 
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TaBLE 1.—Cases commenced and terminated, by fiscal year, and pending at the end 
of each year, beginning with 1941—Continued 


CRIMINAL CASES 


[Cases transferred are not included in “Commenced” and “Terminated” columns} 


Com- Termi- Pending 
menced nated June 30 


Com- Termi- Pending 


menced nated June 30 Fiscal year 


Fiscal year 





De iaminiinwns 
i ose sne a 

a esa ce 
1951 namin 
1952 

F irst half of 195: 





APPENDIX 3 
District oF ARIZONA 


TABLE 1.—Cases commenced and terminated, by fiscal year, and pending at the « 
of each year, beginning with 1941 


TOTAL CIVIL CASE 





‘ Com- Termi- | Pending 
ses , S vei 
Fiscal year Fiscal year menced nated June 


Com- Termi- | Pending | 
menced nated June 30 | 
| 





241 
261 | 
26; 


145 131 1949 
150 | 1950 
238 205 1951 
1952 
First half of 1953. 


214 | 
113 | 


138 118 } 1948 Fj 208 
| 
| 





UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 
{OPA cases are in parentheses '] 


Com- | Termi- Pending || 


menced | nated June 30 Fiscal year 


Fiscal year 


] 
Losin Termi- | Pending 
| menced | nated 


89 5 | 50 || 1948 

112 1949 

142 (4)} 97 2 1950 

203 «(84 x 1951 

} 131 (37) | - 53 1952 

246 (145)| 2: First half of 1953 
175 (79) 37 | 165 |} 


PRIVATE CIVIL CASES 


Com- | Termi- 


Mecal ¥ fiscal year 
Fiscal year Fiscal yea menced | nated 


menced nated | June 30 


Com- | Termi- | Pending || 


60 53 68 | . | 110 87 
46 j 53 || 19 ‘ 88 119 
53 . 53 Q 107 101 | 
64 55 | 62 0! ent sae 108 107 
62 | 69 | | 111 106 
70 5 86 F irst half of 1953 _- 56 39 
86 35 107 











1 OPA cases, including rent control, are separately listed because from 1945 to 1947 they constituted 
proportion of all civil cases comme need, although they required on the average a relatively small pri 
of court time per case for disposition during those years. They are included in the figure which they { 
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raBLE 1.—Cases commenced and terminated, by fiscal year, and pending at the end 
of each year, beginning with 1941—Continued 


CRIMINAL CASES 


[Cases transferred are not included in ““Commenced” and “Terminated” columns] 


| 
Termi- | Pending 
menced nated | June 30 


| 7 aan ? . . 
| Com- | Termi- | Pending 


‘ises reg 
Fiscal year menced | nated June 30 


Fiscal year 


1941 414 463 49 1948 : 688 117 
1942 550 510 9 1949 ¢ 851 | 133 
1943 684 631 142 |; 1950 , , 128 | 195 
44 655 | 734 63 1951 ,23 ,3l4 91 
1945 745 | 580 228 1952 , 067 , 020 | 134 
M6 ‘ 800 | 809 219 || First half of 1953. 715 718 12 
1947 982 1, 130 os 


TABLE 2.—Cases commenced per judgeship 


TOTAL CIVIL CASES 


District of Arizona National 
—_— average: 

Cases com- 
menced per 
judgeship ! 


Fiscal year Cases com- 


menced per 
judgeship 


Number of Cases com- 
judgeships menced 


75 164 
79 168 
9S 158 
134 169 
97 | 295 
158 | 321 
131 | 271 
104 205 
121 | 238 
131 | 222 
113 204 
107 236 


UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 


District of Arizona District of Arizona 


| National National 

e_—_—_—_—_— average: ee ——_—_————| average: 

Cases com- Fiscal year | . | Cases com- 
¢ in Cases com- 

menced per | Cases com- } | menced per 


iudgest 1 nme menced per | ; cain $ 
judgeship menced | judgeship judgeship 


Fiscal year 
Cases com- 
menced 


Cases com- 
menced per | 
judgeship 


45 : 175 | 87 162 
56 1948 98 | 49 87 
71 1949 r 153 | 77 118 
102 q 1950 154 | 77 109 
66 2 1951 118 59 93 

1952 103 | 52 110 





PRIVATE CIVIL CASES 


District of Arizona District of Arizona 


National National 


———— ae average enna ney average: 
Fiscal ve » : ices s ‘ Cases c . 

cal year Cases com Fiscal year ; Cases com ises com 
menced per Cases com- menced per 


- y menced per 
shin 1 Cec ; geck i 
judgeship menced judgeship judgeship 


Cases com- 
| menced per 
judgeship 


Cases com- 
menced 


60 | 30 2 || 1947 43 
46 23 }} 1948 55 
53 27 | f 1949 44 
64 32 56 |) 1950 107 54 | 
62 31 f 1951. 54 | 
70 35 56 


footnotes at end of table, p. 40. 
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TABLE 2,—Cases commenced per judgeship—Continued 
CRIMINAL OASES 





District of Arizona District of Arizona 





National Nationa 

, ra an average aan. as 
Sci , ; Cases com- ‘iscal ye i ases ¢ 
iscal year eceah Cases com- ases com Fiscal year ee Cases com- Cases « 

ases com- menced per Cases com- menced | 


menced per menced per 





menced judgeship judgeship | menced judgeship judgeshi; 
| | | | 
1941 é 414 165 |} 1947 982 | 491 17 
1942 550 174 || 1948 | 733 | 367 | 167 
1943 684 190 1949 889 | 445 | 177 
1944 655 211 || 1950 1, 209 | 605 169 
1945 745 209 || 1951 1, 234 | 617 1s 
1946 woe 800 171 || 1952 1, 067 | 534 17 





1 This column includes all districts having purely Federa! jurisdiction: 86 districts for 1949 and thereafter 
84 districts before 1949. 


Because caseload figures are given to the nearest whole number, it is not always possible to derive exact 
totalss by adding component parts. 


TABLE 3.—Time intervals in civil cases terminated in which a trial was held 
each fiscal year beginning with 1946 


CURRENCY OF DOCKETS 


Median time intervals (in months) ! 
Total cases terminated 
after trial 
Fiseal year Filing to disposition Issue to trial 


| | 
Arizona | National? | Arizona | National? | Arizona | Nationa}? 





1945. ; 14 2, 883 9.0 | 

1946 14 3, 421 | 8.9 

1947 } 16 3, 943 | 9.0 | 

1948... 28 | 4, 548 10.7 9.9 7.0 | 

1949 4 | 40) 4, 847 14.6 | 10.4 10.6 | 

1950 32 5, 020 12.9 | 11.2] 7.0 

1951 7 5, O85 12.0 | 12.2 3.9 | 7 
1952 i 35 4, 767 | 15.3 | 12.1 5.7 7 


1 The median time interval from filing to disposition is computed by arranging ail cases terminated du 
the year, in which a trial was held, in order according to the time from filing to disposition, from the low 
to the highest. The median time is then the time required for the middle case of the series or if there is a 
even number of cases, it is the average time for the 2 middle cases. The same procedure is followed in de- 
termining the median time from issue to trial. ‘The median instead of the average is used because 
vents distortion of the result by a few nontypical long or short cases. No median has been computed wher A 
less than 25 cases are involved. Cc 

The period from filing to disposition is the elapsed time from commencement to termination of the 
The period from issue to trial is the time from filing of the answer to the date trial is begun, 

Land condemnation, habeas corpus, and forfeiture cases are not included because they are not representa 
tive of the time required for the general run of civil cases. hs 

, This column includes all districts having purely Federal jurisdiction: 84 in 1945=48, 86 in 1949 and ther ar 
alter. 
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TABLE 4 
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districts in the fiscal year 1952, by nature of suit 





17 & Civil cases: 
bs Total cases... ..- abe 
United States cases_ siaitegadaes 
Private cases_..... 3 





i Unitea States plaintiff. ___. 


Land condemnation... ._..._.- 
Defense Production Act---.-_- 
act ; Fair Labor Standards Act... 
Other enforcement 
Food and Drug Act 
, Liquor laws-. 
or Other forfeitures and penalties __ 
Negotiable instruments 
Other contracts. -__. 
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—Cases commenced per judgeship in the district of Arizona and in 86 





Other United States plaintiff.....-.---_____ 


United States defendant. ____. 


Habeas corpus. _- 
nad Tort Claims Act.. 
Tax suits. 
Other United States defendant. 
Federal question __ ; ~ 
i}? Copyright - . 
Employers’ “Liability Act aia 
Fair Labor Standards Act_...__. 
Habeas corpus : 
Jones Act.......... 
Miller Act-____- 
5 8 Patent... -. 
Other Federal question. - 


: Diversity of citizenship. .____- wees 
TN eo cncdateccscse 
Other contracts 














De. eecdcosnccccs 
Personal injury (auto) .-_- 
Personal injury _——- idichedk is 


Other diversity... .._- 


Admiralty 
Criminal cases 


Cases commenced per National 
judgeship average: 
Cases termi- 
nated 1952: 
Percentage 
Arizona 86 districts reaching 
trial ! 
ae it. he 7 | 
Percent 
107 236 12 
52 110 9 
56 126 14 
m 39 87 | 6 
5 5 ‘ w 
3 27 9 
1 3 | 6 
l 2) 10 
5 9 | 1 
a 1 3 | 23 
aleaecaita 5 6 | 7 
abi eines 9 18 | 2 
aaa 7 8 | 4 
5 7 6 
erumeraiers 13 | 23 21 
onaitnes’ 1 | 4] 16 
: 4} 4 | 27 
‘ 3 5 21 
6 | 10 20 
. 16 38 13 
dite te | 1 1 9 
| 3 6 21 
is 1 1} 12 
i 1 | 3) 5 
A. 2 | 11 | 7 
a { 1} 1} 12 
‘ . 2 | 3 7 
lant 9 12 14 
onbuaeeess 40 | 75 | 17 
Jacatnaeasan 3 12 | 14 
Paresatiet eae tea 8 12 18 
acme aeeis aoen 2 2 2» 
Jcttcacktnahasmawbes 20 | 2 | 17 
pieces . 5 14 | 17 
wate Ms 4 6 | 18 
or 7 
anual aa duknnunimesinamminayiin 534 zt | 8 





1 This column shows the percentage of all cases of each type terminated which reached trial in 86 districts 
hav oe purely Federal jurisdiction. It gives some indication of the types of cases which take a relatively large 


and a relatively small amount of court time. 
























42 


ADDITIONAL CIRCUIT AND DISTRICT 


APPENDIX 4 


JUDGES 


SouTHERN District OF CALIFORNIA 





TABLE 1.—Cases commenced and terminated, by fiscal year, and pending at the end 
of each year, beginning with 1941 


- Com- 

Fiscal year menced 
1941 668 
1942 SOS 
1943 RUS 
1944 922 
1945 1, 093 
1946 1, 204 
1947 2, 034 


Termi- 
nated 


708 
807 
697 
821 
1, 104 
1, O88 
1, 568 


TOTAL CIVIL CASES 


Pending 


June 30 Fiscal year 


633 1948 

34 1949 

&35 1950 

936 1951 

925 1952 
1, 041 First half of 1953 
1, 507 


Cr 
mel! 


»m- 
iced 


1, 
1, 816 
2, 191 
1, 575 
, 264 

850 


292 


Termi- 
nated 


1, 824 
1, 497 
1,917 
1, 904 
1,173 


oid 


UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 








ee i. Com- Termi- | Pending a . Com- Termi- 
Fiscal year menced nated June 30 Fiscal year menced nated 
ctasianarncenivaaeetan iastiiahintniniedeeds mana aan enmiicnt —_——_——_—_ —|--—_——_--—— 
1941 276 251 226 1948_. 729 (323) , 248 
1942 | 468 (2) 351 343 1949 1,177 (662) | 969 | 
1943 | 668 (68) 398 | 613 |; 1950. 1,557 (838)} «1, 353 
1944 |} 707 (146) 585 735 1001 ..... | 986 (388) | 1, 313 
1945 |} S91 (414) 872 | 754 1952 | 715 (67)| 628 
1946 906 (508) 853 | 807 || First half of 1952..| 548 (29) 307 
1947 1,441 (996 1, 160 | 1, 088 | 
PRIVATE CIVIL CASES 
<itasescl tico canadensis tens dente sapialscadecuimchgiiads on cnene 
Wiens . | Com- Termi- | Pending oat . Com- Termi- 
Fiscal year menced nated June 30 Fiscal year menced nated 
| 
wii Smear aed i canine eine aa aas aia hhh aainatamtigsh . 
1941 392 457 407 1948 . ial 563 576 
1942 340 | 456 291 Tn atiak ec moiianinabe 639 528 
1943 «-- 230 | 299 BD FF Biccecccoccce aul 634 564 
1944__ ‘ 215 236 | 201 || 1951_..-.---- --| 589 591 
«ape ie 202 | 232 171 |} 1952 snchen 549 545 
1946 Anne 298 235 | 234 || First half of 1953 __} 302 270 
ie i evnaaet 593 408 | 419 || | 
CRIMINAL CASES 
[Cases transferred are not included in “‘Commenced” and “Terminated” columns] 
| ae 
aes ce Com- Termi- | Pending a aces | Com- Termi- 
Fiscal year menced nated June 30 | Fiscal year | menced | nated 
inten venehi vooee = rnaoarmerereis inrisnnenerenesmencesen enineertersemnteat 
a 1,077 987 | 300 || 1948- aa 3,112 
1942... | 1, 226 1, 232 288 || 1949.. 3, 109 
1943... 1,048 | 1, 087 249 || 1950 2, 476 
1944 1,694 | 1, 687 256 || 1951 1, 983 
1945 1,773 1, 690 299 |} 1952 2, 298 | 
1946 1, 746 1, 740 305 || First half of 1953 -_| 920 
Si nknen- 2, 896 2, 761 385 





[OPA cases are in parentheses !] 

















1 OPA cases, including rent control, are separately listed because from 1945 to 1917 they constituted a larg: 





| Pending 
June 36 
97 

1, 204 

| 1, 568 

1, 239 

1, 33 

1, 00 


Pendin 











proportion of all civil cases commenced, although they required on the average a relatively small proport 


of court time per case for disposition during those years. 


They are included in the figure which they fol 


June 3 
ae 
] 
] 
] 
: ] 
| Pend 
| June 
|—-—- ; 
. a 
| 517 
- 
1 
I! 
I 
l 
Pending If 
June 
44¢ 
| Y 
| ‘ ’ 
| 
ys) 19 
19. 
19 
19. 
19 
84 


aie 


tor 
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TABLE 2.—Cases commenced per judgeship 


TOTAL CIVIL CASES 


| Southern district of California National 


— —| average: 
Cases com- 
menced per 





iscal yee ; 
Fiscal year Cases com- 


T > ase: % - 
Number of | Cases com menced per 

















judgeships menced judgeship judgeship '! 
1941 “i & 6468 S44 | 164 
42 8 808 101 168 
1943 8 SYS 112 | 158 
194 s 922 115 169 
s 1945 & 1, 093 137 | 295 
) 1946 8 1, 204 151 321 
1947 Ss 2, 034 254 | 271 
1948 8 1, 292 162 205 
1949 od = ‘ 8 | 1, 816 227 238 
1950__.. : hee ; 10 | 2, 191 219 222 
RASS ERE. AS ee 10 | 1, 575 158 204 
SOE uti eontades a aie ich Stan ct ccs uae ea ical 10 | 1, 264 | 126 236 
an, ; Pe 
UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 
Southern district of Southern district of 
California National California Nations 
ee hee ee diamaat naan average: co . _| average: 
Fiscal year | | | Cases com- Fiscal year | Cases com- 


Cases com-} menced per 


v Cases com- | menced per 
menced per | judgeship ! | 


Cases com- 
~ases COM- | menced per | judgeship 


menced 


7 | Cases com- 
menced 























r | judgeship | judgeship 
a 1941 _. 276 | 35 83 || 1947 180 162 
1942 468 59 91 1948 91 87 
1943 668 St 100 1949 147 118 
1044 / 707 8S 113 1950 156 109 
1945 891 111 238 1951 99 93 
1946 906 113 251 1952 72 110 
) ; PRIVATE CIVIL CASES 
a on ‘ Ca eae es tee 
06 Southern district of | | Southern district of | 
li California | National || | California National 
‘ ne Cento oe ae | BS ne _____ | =average: 
85 Fiscal year Cases com- |} Fiscal year | Cases com- 
SY Da | Cases com-| menced per | Cacae eam, | © 28eS com- | menced per 
2 C 5 a ca | menced per | judgeship ! . eae -* menced per | judgeship ! 
— judgeship | . judgeship | 
1941 392 49 | 82 || 1947 593 74 | 109 
1942 ‘ 340 43 77 1948 563 70 | 117 
1943 230 29 | 58 1949... 639 | 121 
1944 oe 215 27 56 || 1950 634 63 | 113 
1945 i 202 25 | 57 1951 589 59 | lil 
fy 006.53 26 298 38 | 70 || 1952 549 55 | 126 
CRIMINAL CASES 
44f r | Southern District of | | Southern District of 7 
California National California National 
ONY i ct average: o iverage 
{ Fiscal year | Cases com- Fiscal year | Cases com- 
— Cases com-| menced per ees com. | © ases com- | menced per 
. ae S — |menced per | judgeship ! | ; 2 ara menced per | judgeship ! 
encea | judgeship jo | judgeship | 
re anisecasieene ted A ase atl uf a ae 
WW. 141 1,077 | 135 | 165 |; 1947_... ated 2, 896 | 362 | 17: 
142 1, 226 | 153 | 174 || 1948 3, 384 423 | 167 
1943 1, 048 | 131 190 || 1949 3, 280 410 177 
144 1, 694 212 211 || 1950.... | 2, 298 230 | 169 
1945 1, 733 | 217 209 || 1951__.- 1, 806 181 | 180 
1946 oo 1, 746 218 171 1952.... 2, 229 223 | 177 


' This column includes all districts having purely Federal jurisdiction: 86 districts for 1949 and thereafter; 
84 districts before 1949. 


Because caseload figures are given to the nearest whole number, it is not always possible to derive exact 
totals by adding component parts. 
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TABLE 3.—Time intervals in civil cases terminated in which a trial was held, for 
each fiscal year beginning with 1945 


CURRENCY OF DOCKETS 





Median time interval (in months) ! 


Total cases terminated 























after trial / 
Fiscal year Filing to disposition Issue to trial 
California wen California Tost California r ' ( 
(southern) National ? (southern) | National 4 (southern) National? 
poncmmersigisinilil —— ae } f 
ciate keiths aanas anal 138 2, 883 7.8 | 9.0 4.5 5.3 
1946 sakenvbisdsscundecean ae 149 3, 421 8.5 | 8.9 | 3.3 3.0 
See inal 226 3, 963 5.9 | 9.0 3.4 5. | 
1948___.- ‘agian s 341 4, 548 on.1 9.9 | 3.8 5.8 
; 3 _ 272 | 4, 847 | 6.7 | 10. 4 | 3.7 5.9 
EE EELS? 295 | 5,020 | 8.8 | 11.2 5.2 | 6.7 
i iinindcmentndiiien adil | 335 | 5, 085 | 9.5 12.2 | 5.1 | 7.3 
1952 Sarena | 217 | 4, 767 13.8 12.1 | 7.2 7.0 





‘ The median time interval from filing to disposition is computed by arranging all cases terminated dur 
ing the year, in which a trial was held, ia order according to the time from filing to disposition, fron 
the lowest to the highest. The median time is then the time required for the middle case of the series or if 
there is an even number of cases, it is the average time for the 2 middle cases. The same procedure is {ol- 
lowed in determining the median time from issue to trial. The median instead of the average is used 
because it prevents distortion of the result by a few nontypical long or short cases. 

Land condemnation, habeas corpus, and forfeiture cases are not included because they are not repre- 
sentative of the time required for the general run of civil cases. 

2 These columns give the number of cases and the median for all districts having purely Federal juris 
diction: 84 districts in 1945-48 and 86 thereafter in 1949-50. 
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TaRBLE 4.—Cases commenced per judgeship in the southern district of California 
r |= and in 86 districts in the fiscal year 1952 by nature of suit 


| 
} 


Cases commenced per National 
judgeship average: 

Cases termt- 

nated 1952; 








Pe | ont: 
- Califo ro percentage 
P | aan ab | 86 districts reaching 
e | | trial 4 
| 
: Civil cases: | Percent 
0 . ini 126 | 236 12 
- F United States cases. ...........-.-.--..----- e 72 | 110 | 9 
3 iS Private cases... ......... ‘ 55 126 | 14 
0 % : 
1 4 United States plaintiff. ____- 41 | 87 | 6 
9 j Land condemnation 4 5 
57 : Defense Production Act 7 27 9 
7.3 Fair Labor Standards Act . 1 | 3 6 
7.0 Other enforcement . 2 2 10 
: Food and Drug Act 4 | y 1 
— Liquor laws 1 3 2s 
ur Other forfeitures and penalties 6 6 | 7 
Negotiable instruments. __. haw 10 | 18 | 2 
Other contracts . 3 S 4 
Other United States plaintiff 4} 7 6 
5 F = : 

i United States defendant ‘ 31 | 23 21 
aa Habeas corpus , 5 4 16 
iris Tort Cliims Act br as ike 4 4 27 

: Tax suits... , , ; 7 5 21 

Other United States defendant 15 10 20 
Feder’] question eoute 19 38 13 
Copyright 2 1 9 
Employers’ Liability Act 3 6 | 21 
Fair Labor Standards Act 1 1 12 
Habeas corpus 3 | 5 
Jones Act 2 11 ¢ 
Miller Act 1 | I 12 
Patent 4 3 | 17 
Other Federal] question . . 6 12 14 
iversity of citizenship 24 75 | 17 


Insurance __ 


- 
i 
aa 


Other contracts 9 12 18 
Real property ; 1 2 20 
Personal injury (auto) 4 | 7 
Personal injury (other) 4 14 | 17 
Other diversity . 4 6 | 18 
Admiralty 12 | 14 7 
( inal cases ds 223 177 | s 


his column shows the percentage of all cases of each type terminated which reached trial in 86 districts 
g purely Federal jurisdiction. It gives some indication of the types of cases which take a relatively 
e and a relatively smal] amount of court time 





APPENDIX 5 


JupicraL BusINBss OF THE Distrrict OF COLORADO 


The State of Colorado consists of a single judicial district and ever since the 
district was created in 1911, it has had only one distruct judge. The rapid 
increase in the population of this State from 1,123,000 in 1940 to an estimated 
1,376,000 on July 1, 1951 (an inerease of 22.5 percent) has been accompanied by 
a very large increase in judicial business both civil and criminal. This rise in 
judicial business has been further accentuated in recent years by immense indus- 
trial and economie growth particularly with reference to oil and gas developments. 
_ The civil caseload per judge in Colorado in the fiscal year 1941 of 193 cases 
_ Increased to an average of 396 cases for the fiscal years 1950 through 1952, a 
'Tise of 105 percent, whereas the average increase over this same period for all 
district courts having purely Federal jurisdiction was only 35 percent. In the 
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fiscal year 1952 the district of Colorado ranked ninth in the Nation in the number 
of civil cases commenced per judgeship, 391 cases as compared with a national 
average of 236 civil cases. Private civil cases commenced numbered 149 com- 
pared with a national average of 126 cases per judge and 117 of these were diversity 
of citizenship cases compared with a national average of 75 such cases per judge. 
In each of the past 12 fiscal years the number of civil cases commenced per judge- 
ship in the district of Colorado has exceeded the national average and in 2 of thes 
years it was more than twice the national average. 

The number of new civil cases in this district is still increasing as is shown by the 
following comparison of cases begun in the first half of the fiscal year 1953 as com- 
pared with the same period in the previous year: 


Civil cases commenced 


First half of the fiscal year 1952 
First half of the fiscal year 1953 


The net result of this great increase in civil business is reflected in the rise in 
the number of pending civil cases, in the increase in the number of civil trials and 
in the sharp rise in the median time intervals from the filing of a case to final 
disposition and from joinder of issue to the actual trial. On June 30, 1941, there 
were only 99 civil cases pending on the dockets and at the end of the fiscal year 
1952 there were 366 such cases. Of significance also is the fourfold increase in 
the number of time-consuming private civil cases which are now pending (50 at 
the end of 1941 compared to 202 on June 30, 1952). Private civil cases on the 
average consume a great deal more court time than do United States cases 
During the last 5 years the number of civil cases terminated after trial has more 
than doubled and for the fiscal year 1952 the median time interval from filing to 
disposition of civil cases terminated after trial was 15 months compared to a 
national median of 12.1 months. The interval from joinder of issue to trial was 
11 months compared to the national median of 7 months. 

This increase in civil cases has been accompanied by a sharp rise in the criminal 
business of the district. The number of criminal cases commenced in Colorado 
during the fiscal year 1952 was 453 which is 2!¢ times the national average of 177 
criminal cases commenced per judgeship and 3 times the figure of 147 criminal 
cases commenced in the district during the prewar year of 1941. Although 
priority is given to the dispatch of criminal cases, the number pending at the end 
of the fiscal year 1952 was 100 compared with 30 pending at the end of the fiscal 
vear 1941. The number of criminal trials increased from 22 in 1948 to 46 in 
1952. During the first half of the fiscal year 1953, criminal cases commenced 
including transfers, dropped to 155 from 202 during the same period of 1952, but 
are still far above the national average per judge. 

A comparison of the average number of civil and criminal cases commenced 
per year during the fiscal years 1950 through 1952 in Colorado and in 22 districts 
having 2 judgeships shows there were 14 of these districts which had fewer civil 
cases filed than Colorado and 18 which had fewer criminal cases filed than Colorado. 
This is graphically shown in the following table: 
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iverage number of civil and criminal cases commenced per year in Colorado and 
in 22 districts huving 2 judgeships during the fiscal years 1950-52 


irerage Arerage 
number of numer of 
citi cases criminal cases 
District commenced Dietrict commenced 


Louisiana, eastern _ - ; 683 Texas, western _-_-_-—- ee 
Virginia, eastern _ — - 3 589 Arizona Raera "3, §ze 
lexas, western _--- es ae 581 Georgia, northern ae 452 
Kansas. ts 578 South Carolina, eastern _ _- 443 
Maryland _ _ - ; 540 Colorado (1 judge) io ; 413 
Tennessee, eastern __- - 495 Tennessee, eastern __ ee 405 
Connecticut _ : 437 Alabama, northern __-- 397 
Georgia, northern $129 Louisiana, eastern ; 361 
Colorado (1 judge) - - 396 Georgia, middle ; 357 
Alabama, northern _ _ 389 Virginia, eastern y 323 
Louisiana, western___- 386 Virginia, western 282 
New York, western. 380 Louisiana, western 254 
South Carolina, eastern 332 Maryland__- 252 
Nebraska___- c 319 New York, western_ 2 231 
New York, northern 311. Kansas__- , 229 
Illinois, eastern 302 Illinois, eastern 187 
Georgia, middle 250 New York, northern : 143 
Illinois, southern 236 Nebraska____ ; ; 129 
Arizona 234 Hawaii___- a5 eae 113 
Virginia, western_ 187 Montana_- ‘ 11] 
Montana. - - 158 Illineis, southern : 108 
Hawaii___-- 107 Connecticut 101 
Delaware___- 90 Delaware_ 7 40 


Most of these cases are criminal immigration suits brought against aliens crossing the Mexican border, 
They consume a relatively small amount of court time per case, 


In order to alleviate the conditions in this district the temporary expedient of 
assigning judges from the court of appeals and from other less congested districts 
in the 10th circuit to sit in Colorado has been resorted to. During the fiscal year 
1950 visiting judges spent a total of 206 court days in this district, in 1951 a total 
of 104 court days and in 1952 a total of 149 court days. It is obvious that such 
an emergency measure cannot be used to meet a longtime need. The judicial 
council of the 10th circuit and the Judicial Conference of the United States have 
recommended the creation of an additional judgeship for this district. Statistical 
tables concerning the judicial business of the district are attached. 

Respectfully submitted. 

WILL SHAFROTH, 
Chief, Division of Procedural Studies and Statistics, 
Administrative Office of the United States Courts. 


JANUARY 30, 1953. 


District oF COLORADO 


TABLE 1.—Cases commenced and terminated, by fiscal year, and pending at the end 
of each year, beginning with 1941 
TOTAL CIVIL CASES 


Com- | Termi- Pending 
menced nated June 30 


Fiscal year Fiscal year 


menced nated June 30 


183 99 || 1948 246 255 | 
215 96 1949 327 291 
278 215 159 || 1950 458 339 | 
211 234 | 136 || 1951 368 349 
647 461 322 || 1952 : 361 346 | 
590 | 630 282 || First half of 1953 251 141 
385 | 186 


193 
212 


| Com- sa Pending 
| 

| 

| 
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TABLE 1.—Cases commenced and terminated, by fiscal year, and pending at the end 
of each year, beginning with 1941—Continued 
UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 


[OPA cases are in parentheses '} 








Pending 























Com- Termi- | Pending ’ Com- Termi- 
Fiscal year menced nated June 30 Fiscal year menced nated | June 30 
a te a Saperstein 
1941 123 112 49 || 1048... 148 ( 16) 174 | 92 
1942 174 159 | 4 || 1949_.._. 208 ( 63) 188 | 112 
1943 235 ( 67) 173 126 || 1950 267 ( 58) 216 | 16 
1944 | 170 ¢ 48) 192 | 104 || 1951 | 231 ( 98) 223 | 171 
1945 | 608 (506) 434 | 278 || 1952. | S58) -¢: 98) 219 | 164 
1946 546 (390); 5s4 240 First half of 1953._.| 160 ( 438) 90 | 234 
1947 298 (174) 420 118 
PRIVATE CIVIL CASES 
iat Com- Termi- | Pending ee Com- Termi- | Pending 
Fiscal year menced | nated June 30 Fiscal year menced nated | June 30 
Li teesaes [ el enon coment fickcaichindichee [beddboeeememsnnenaneenenes cam) aninemmeatiiaa fillets fear 
eae 70 | 71 50 || 1948... ‘ | 98 81 8: 
Te: 38 56 32 || 1940. 119 | 103 | 101 
aaa 43 | 42 33 || 1950_. 191 | 123 169 
i icncnadiasi titan 41 42 32 1951 137 | 126 | 180 
| SC 39 27 44 || 1952 149 | 127 | 202 
1946__. ~ 44 46 42 First half of 1953. 91 | 51 | 242 
EE 87 61 68 | 
CRIMINAL CASES 
[Cases transferred are not included in “Commenced” and “Terminatea” columns] 
Pend a | Com- Termi- | Pending || . Com- Termi- | Pending 
Fiscal year menced nated June 30 \ Fiscal year menced nated | June 4 
senna op —__|———— rrr balosaastldeiientintiltiaat Mia nteiientianti keeatintie 
147 | 158 | 90-1) 2008.6. Liedcnb i 313 299 | 
256 228 . ] IPR sepa nedscétsq 27 272 | ; 
315 289 Siig ee 411 359 | 45 
495 423 198 Pe cctcmotessossi 375 348 5¢ 
352 353 155 || 1952.. 453 379 100 
234 293 96 First half of 1953_- . 142 138 vs 
307 27 68 








1 OPA cases, including rent control, are separately listed because from 1945 to 1947 they constituted a 
large proportion of all civil cases commenced, although they required on the average a relatively smal] 
proportion of court time per case for disposition during those years. ‘They are included in the figure whic! 
they follow. 


i 
i 
i 
| 
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TABLE 2.—Cases commenced per judgeship 
TOTAL CIVIL CASES 


District of Colorado National 


Asan) See 























Fiscal year Cases com- 
Number of | Cases com- bn eo we | menced per 
| judgeships menced judgeship | judgeship 
a I aa a 
ae | 
M41 ‘. * 1} 193 193 164 
42 ° | 1} 212 212 168 
1943 } 20 278 278 | 158 
1944 1 | 211 211 169 
M45 1 647 647 295 
46 " 1 590 500 321 
M47 -~- l 385 385 271 
IGE  o knacwskc gh weeemataliken epson ha l 246 246 208 
1949 aire aga anes &eueooneneied * 1 327 327 238 
A. ek ee See as i 458 458 222 
3 1951 — a rn l 368 368 204 
i 1952 saa denenlahdiaiiedh aidunqe ingens soap l 361 361 236, 
UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 
‘i : 1 | ictric: ‘olor: 
; District of Colorado National 1 District of Colorado National 
2 Fiscal yer | ___ [oemmarr| Cases com- || Fiscalyear | Jp «| Canes ont 
2 Fiscal yea | Cacoe ~ ases © - Scal ye% Z Yaace fom. | ases c¢ - 
9 Cases com- nee menced per Cases com- pemcael, ynce menced per 
} menced judgeship | judgeship ! |} menced judgeship judgeship! 
‘casio paces ol nsec italiani cia ——e 
1h ..dcscsaes 123 123 | 83 || 1947_...-- 298 298 162 
We anasinnaet 174 174 91 1948__.. 148 148 87 
NS... cidietwds 235 235 100 |} 1949_..... 208 208 118 
1044 170 170 | 113 |} 1950... 267 267 109 
+4 608 608 238 a 231 231 93 
He | 546 546 251 ee 212 212 110 
PRIVATE CIVIL CASES 
- 5 y | | | 
4 5 . | is , Yolorac . 
a | District of Colorado National District of Colorado National 
00 ——_—_——_———————|_ average: . ee ee 
98 Fiscal year Canes com | Cases com- Fiscal year | Cases com. | C2Ses com- 
Cases com- | menced per | Menced per Cases com- | ronced per | Menced per 
menced | judgeship | judgeship ! | menced judgeship judgeship ! 
i ———__|-_____|_____|-_-__-, —_-- -—__—_—|—____|— . 
ul BS t..52. 70 | 70 | 82 || 1947__.. 87 87 109 
lel 0G. ssc 38 38 | 77 || 1948... gs 98 117 
ae 43 43 58 1949___. 119 119 121 
OG aces 41 41 | 56 |) 1950_- 191 191 113 
1945 eee 39 39 | 57 1951. 137 137 lll 
194 44 44 70 |} 1952__. 149 149 126 
CRIMINAL CASES 
District of Colorado National District of Colorado National 
a PT average ae ————nl | VOTRE: 
Fiscal year Cases com-| C8e8 com- || Fiscal year Cases com- | C2Se8 com- 
Cases com- oes menced per Cases com- ree menced per 
menced | ™eneed per] judgeship | menced | Menced per | judgeship 1 
| judgeship , judgeship | : 
enema — sisting ni sain " | ———————|-- - a 
elivectatuan 147 147 165 NE chiar | 307 | 307 173 
Gh caseankne 256 256 | 174 1948 _. | 313 313 167 
1943. a 315 315 | 190 || 1949 270 | 270 177 
1944... a 495 495 | 211 1950... 411 | 411 169 
v4 at 352 352 209 || 1951... 375 | 375 180 
14e = 234 234 171 1952... 453 | 453 177 
\ 


Chis column meludes all districts having purely Federal jurisdiction: 86 districts for 1949 and thereafter; 
54 districts before 1949. 


Because caseload figures are given to the nearest whole number, it is not always possible to derive exact 
totals by adding component parts. 


32940—53——4 
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TABLE 3.— Time intervals in civil cases terminated in which a trial was held, 
each fiscal year beginning with 1945 


CURRENCY OF DOCKETS 


Percentage of termi- Percentage of ter 
nated cases requiring nated cases requir 
less than 6 months less than 3 mx 
for the interval from for the interval { 
filing to disposition issue to trial 


Total cases terminated 
after trial 
Fiscal year 


Colorado | National! | Colorado National! | Colorado 
| 


| National 


Percent Percent Percent | Percent 
) 2, 883 20.6 | ).0 . 
25 3, 421 4 29.3 28. 0 
11 3, 963 : 31. § 27.3 
1¥ 


194° 
194 
1947 
1945 


3, 448 : 26.7 | 15.8 


195)__. 
19061..... — 
1952. a a | 39 4, 767 

| 


| 
| 
1949 dune 22 4,847 y 28.5 | 13.6 
16 5, 020 2.5 92.3 | 6 
| | 


3 
28 5, O85 3.6 20.8 14.3 
‘ 1 7 


} This column includes all districts having purely Federal jurisdiction: 84 in 1945-48 and 86 in 1949-5 


The period from filing to disposition is the elapsed time from commencement to termination of the ¢ 
The period from issue to triai is the time from filing of the answer to the date trial is begun, 

Land condemnation, habeas corpus, and forfeiture cases are not included because they are 
representative of the time required for the general run of civil cases, 
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TABLE 4.—Cases commenced per judgeship in the district of Colorado and in 86 
districts in the fiscal year 1952 by nature of suit 


Civil eases: 
Total cases 


United States cases 
Private cases 


United States plaintiff 


Land condemnation - 

Defense Production Act 

Fair Labor Standards Act. -- 
Other enforcement 

Food and Drug Act 

Liquor laws 

Other forfeitures and penalties - - 
Negotiable instruments 

Other contracts. -..-.-- 

Other United States plaintiff 


United States defendant. ._- 


Habeas corpus........-- 

Tort Cluims Act 

Tax suits ne 

Other United States defendant 


Federal question 


Copyright : 
Employers’ Liability Act 
Fair Labor Standards Act 
Habeas corpus. - -- 

Jones Act 

Miller Act-- 

Patent pare ‘ ; 
Other Federal question - 


Diversity of citizenship. -- 


IE: tesithhcinenunaneews 
Other contracts 

Real property . 
Personal injury (auto) ---.- 
Personal injury (other) 

Other diversity 


Admiralty..... diidctathiemndiuticud ilieinilal ibid Riaiiiceses : 
Criminal cases el 





Cases commenced per 


Col 


National 
average: 
Cases termi- 
nated 1952: 
Percentage 
reaching 
tria] ! 


judgeship 


orado 86 districts 


Percent 
12 


v9 








1 This column shows the percentage of all cases of each type terminated which reached trial in 86 districts 


baving purely Federal jurisdiction. 
Jarge and a relatively small amount of court time. 


It gives some indication of the types of cases which take a relatively 
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APPENDIX 6 
Tue JupictaL BusINEss OF THE DistrRIcT oF DELAWARE 


From 1789 to 1946 the district of Delaware had one United States district 
judgeship. In 1946 an additional judgeship was authorized on a temporary basis. 
The second judgeship was made permanent by Public Law 753 of September 5, 
1950. The Judicial Conference of the United States at its meeting in September 
1950 recommended the creation of a third judgeship and reaffirmed this recome 
mendation at its meetings in September 1951 and September 1952. This pro- 
vision was included in 8. 1203 passed by the Senate on October 9, 1951. The 
present judges are Hon. Paul C. Leahy, appointed January 14, 1942, and Hon. 
tichard Seymour Rodney, appointed July 31, 1946. Court is held only at 
Wilmington (28 U.S. C., see. 87). 

Tables 1-4 attached show the judicial business of the district for the last 
12 years and make comparisons with other districts. The caseload per judge in 
comparison with that of the national caseload per judge has been slight. At no 
time in the last 11 vears has the civil caseload exceeded the average; and since 
the creation of the second judgeship in 1946, the caseload has been only one- 
third or less of the average. Similarly, the private civil caseload has recently 
been only one-third the national average, and the criminal caseload less than th: 
national average. See table 2 for comparisons of the caseload per judge over 
the last 12 vears. , 

Despite this lighter caseload, the congestion of pending cases in Delaware 
reached considerable proportions in 1946 and since then has only slightly improved. 
The number of pending cases has been around 220 or higher since 1945. 

Too few cases were tried to permit the computation of meaningful median time 
intervals, but in 1951 and 1952 no tried cases were terminated in less than | vear 
after filing in Delaware, as against about one-half terminated in that time for the 
country as a whole. 

The burden of work is Delaware arises not from the number of cases filed there 
but from the number of these that are big and long cases. The State of Delawar 
has incorporated over 23,000 corporations, most of them doing business throughout 
the whole country, and this number includes some of the biggest companies in 
America. Consequently reorganizations, stockholders’ suits, patent suits, and 
antitrust cases involving these corporations are often brought in the district of 
Delaware. And since these corporations are often very large and do business 
throughout the United States and the world, the suits involving them are usuall\ 
long and complicated. One such suit may take as much time as a hundred routins 
cases. 

Patent litigation in Delaware is complicated and time consuming. Three pend- 
ing patent cases, Nos. 982, 1,098, and 1,247 are suits by Zenith Radio Corp. 
against the Radio Corporation of America involving many of the basic radio and 
television patents. 

These three cases, which have been consolidated for trial, have been described 
by counsel and the press as the battle of the giants and, rightly so, since involved 
in this litigation are most of the basic television patents owned by the defendants, 
who, with the plaintiff, are among the major producers of radio equipment in the 
world. There is also raised by plaintiff, besides the orthdox question of invalidity 
and infringement, the contention that all of defendants’ patents were acquired 
as part of a plan and conspiracy to dominate and monopolize in violation of the 
antitrust laws, and by virtue of these monopolistic practices defendants should be 
barred from enforcing their patents. 

Extensive discovery proceedings have been had for many months. Thousands 
of pages of deposition testimony have been taken, hundreds of documents ex- 
changed and interrogatories have been used extensively. As an example of the 
extent of this discovery the last interrogatories on which the court was required 
to pass, because of objections, numbered in excess of 1,100. 

The court has heard and determined many motions and had many conferences. 
The last motion determined by the court is reported at 106 Federal Supplement 
561. There the court separated the trial of the question of validity and infringe- 
ment from misuse and monopoly generally and limited discovery at this stage of 
the case to the period subsequent to January 1946. 

It is estimated that the complete trial of these consolidated cases will take at 
least 8 months. 

Antitrust cases pending include No. 1216, United States v. Du Pont de Nemours, 
Inc., involving the manufacture of cellophane. 
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Many pretrial conferences approximating 2 weeks’ time in all were had. Asa 
result of these conferences, procedures were devised concerning the introduction 
of exhibits, the taking of depositions during interim recesses and the summarization 
of the deposition testimony for introduction at trial, the effective utilization of 
the discovery provisions of the rules and the expeditious disposition of contro- 
versies arising therefrom, and many other matters of detail which would have 
taken weeks of trial time. In fact, it is believed that as a result the actual trial 
time was cut almost in half. 

The trial of this case commenced in January of 1951 and with a few interruptions 
cohtinued until the end of May, at which time the Government rested its case in 
chief. Argument was then had on defendant’s motions to dismiss, ete. The 
trial resumed in the fall for the months of October and November. It was then 
recessed in accordance with an agreement of counsel. Depositions were taken 
throughout the country during the ensuing 2 months. The trial resumed in 
March and continued throughout April and May, at which time the evidence 
was closed. Counsel requested the summer to brief the questions involved, and 
argument was fixed for fall. Judge Leahy had an attack in October that necessi- 
tated surgery, and argument was continued until January 1953. One week was 
devoted to this argument and the case is ready for decision. 

This case took 6 months of court time. During the trial the court, in addition 
to many oral rulings, handed down seven trial memorandums. Over 6,000 exhibits 
were introduced into evidence and over 8,000 pages of testimony was taken. 

Weeks of work will be required for the court to determine this case. 

Complex corporate litigation flourishes in Delaware. No. 987, Whitman Co. v. 
Universal Oil Products Co., plaintiff seeks the return of royalties and recession of a 
patent license agreement allegedly obtained as the result of a fraud practiced by 
Universal on the court of appeals Defendant denies any fraud and pleads 
alternatively if fraud plaintiff has obtained the benefits of defendant’s know-how, 
patents, engineering services, etc., and counterclaims requesting for these services 
over $1,700,000. 

The court tried separately and disposed of the fraud question (92 F. Sup. 885). 

The trial of this case commenced in the spring of 1951 and continued until the 
summer recess. ‘Trial was resumed in the fall and recessed for a few days at 
Thanksgiving. During this recess Judge Rodney was struck by an automobile and 
hospitalized until January 1952. When he returned, he devoted the following 6 
months to other litigation, resuming the trial of this case in September. The 
trial is still in progress and is not expected to finish until March of this year. 

Approximately 7 months of the court’s time will have been used in the trial of 
this case. The exhibits introduced exceed 3,000 and there are at present 11,000 
pages of testimony. 

Among other long cases may be mentioned the following: 


Edwin H. Armstrong v. Radio Corporation of America and National Broad- 
casting Company, Inc. Civil Action No. 1139. 

This is a patent case comparable in size to the Zenith v. R. C. A. cases. 

The discovery procedure in this case has been going on extensively for a 
large part of the past 3 years. 

Many controversies re depositions took place requiring a ruling by the 
court. In fact, it became so time consuming that at the request of counsel 
the court in September 1951, appointed Judge McCook of New York as 
special master to preside during the taking of the depositions which are still 
not completed. 

It is estimated that 6 months will be necessary for the trial of this case. 


The Container Company v. Carpenter Container Corporation, Civil Action 
No. 1053. 

Patent and antitrust. Five motions heard and determined. Separate 
trial re patent phase had and determined and affirmed by appellate court. 
Certiorari applied for. Antitrust phase to be tried, estimated time 1 month. 


Shore Amusements, Incorporated vy. Paramount Pictures, Incorporated, 
Loew’s Incorporated, Twentieth Century-Fox Film Corporation, Warner Bros. 
Pictures Distributing Corporation, RKO Radio Pictures, Incorporated, Co- 
lumbia Pictures Corporation, Universal Film Exchanges, Incorporated, United 
Artists Corporation, Republic Pictures Corporation, Schine Chain Theaters, 
Incorporated, Schine Circuit, Incorporated, Chesapeake Theaters, Corporation. 
Civil Action No. 1235. 

Antitrust theaters. Eight motions heard and decided. Approximate trial 
time 8 weeks. 
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Cities Service Oil Company v. Celanese Corporation of America, Civil Actior 
No. 1213. 

Patent. Four motions heard and decided. Approximate trial time 6 
weeks. 

These cases are given as examples where long trials many of them already lasting 
weeks are going on with many more weeks in prospect. Moreover, in complicated 
litigation of this sort, every day spent in court is accompanied by several days i; 
chambers going over pleadings and documents in connection with motions, looking 
up the law, and going over the evidence. ; 

The elerk of the court, Mr. Edward G. Pollard, makes the following comment 
concerning Securities and Exchange Commission cases, patent cases, and the ge1 
eral condition of the calendar: 

“In re Securities and Exchange Commission hearings 

“It is understood from statistics prepared by the SEC that this court has had 
for determination more SEC cases involving section 11 (e) than all of the other 
courts in the country combined. 

“Although the average hearing in these cases lasts but 1 or 2 days, this gives 
no idea of the complex legal and factual questions involved. It must be under- 
stood that these cases come before the court on the record made before the SEC 
I have never known of a case where the exhibits and record of the SEC did not 
completely fill 1 large trunk, equivalent to four file drawers. 

“In every case the major portion of this record is referred to by the parties i 
their arguments re the facts and must be considered at length by the court. In 
every case there is also raised a complicated question of law which, often times, 
requires weeks of deliberation. 

““A check of the records of this court shows that to date 32 of the major utility 
companies of this country have been before this court. 

“Tt should be further understood that in most of these cases there is not only 
one 11 (e) plan involved, but a series of plans which are usually brought months 
apart and constitute a separate and distinct trial so that although 32 cases hay 
been brought the actual trials involved would total many more, 


“Patent cases 

‘Exclusive of the cases involving the ‘radio’ patents elaborated on more fully 
in another part of this report, there are pending in this court 28 patent cases, 
There are collectively in these cases over 200 patents or an average of 8 patents 
per case, 

“The subject matter of these patents is most complex and technical including 
patents concerning organic chemistry, electronics, metallurgical compositions, 
major oil-refining equipment, ete. 

“In this type case the administration of the discovery rules is so much mor 
difficult than is the ordinary case. For example, in a breach of contract th 
court, wanting to fix damages after having found a breach and the terms of tli 
contract, does not have too much difficulty in determining what records should be 

roduced or inspected and what deposition testimony should be allowed, et: 
lowever, take a comparable situation in the type of patent cases I have cited 
above, which are typical of so many in this court. 

‘An attorney requests depositions, production, etc., of some phase of one of 
the litigants’ experimental work, and the court is put to the necessity of familiar- 
izing himself at a very early stage of the proceedings, without the help of expert 
witnesses, with the complex subject matter of the litigation. It is obvious that 
under such a circumstance the court must spend so much more time deciding a 
discovery proceeding than would ordinarily be the case in the usual litigatior 

“The time utilized in the trial of a patent case is dependent on many factors: 
the subject matter, number of patents, similarity of patents and claims involv: 
and many others; however, patent counsel in approximating the trial tir 
required usually use the ‘rule of thumb’ of 1 week per patent. Accepting this 
rule it is readily seen that 200 weeks will be used in the trial of patent litigatior 
alone. 


“Discussion re state of calendar 
“Tt is the practice in this district to call the calendar ot trials on the first 
Tuesday of January, April and October in each year. At the call counsel infor: 
the court of their readiness for trial and the amount of time required. ‘The court 
then arranges its trial calendar, usually utilizing every day between genera 
calendar calls for the trial of cases, reserving certain time, of course, for arguments 
“T had advised counsel before the eall in January that Judge Rodney would 
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inavailable because of sitting in the trial of the Whitman case until perhaps 
\pril and that Judge Leahy would have to spend most of February and March 


-posing of pressing matters. 


Despite this admonition and the fact that many 


nsel respected the court’s position, there were requests which would take over 

70 days of trial time. 
[ know that at the call in April far more time will be requested, for there are 
ree patent cases pressing for trial which will take a minimum of 3 months in 


to try. 


I have also been informed that the separate trial of the patent phase of 
Zenith v. R. C. A., et al. will be urged on the court at the next call. 
With 28 patent cases pending (elaborated more fully under Patent Cases), 





12 large stockholder actions, and 3 antitrust cases, besides the 
of litigation, I see nothing but a very busy court for years to come.’ 
Respectfully submitted. 


usual } 


WILt SHAFROTH, 


Chief, Division of Procedural Studies and Statistics, 
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[ 
Administrative Office of the United States Courts. 
: ‘ FEBRUARY 20, 1953. 
, District OF DELAWARE 
t ; TaBLE 1,—Cases commenced and terminated, by fiscul year, and pending at the end 
of each year, beginning with 1941 
n TOTAL CIVIL CASES 
, 1 Com- Termi- Pending . Com- Termi- | Pending 
\ eo menced nated June 30 Fiscal year menced nated June 30 
V Wil wsnannescumenn 63 98 140 1948 100 122 261 
g 42 59 85 114 1949 116 aa 278 
4 SO) 61 133 1950 109 138 249 
‘ 44 129 102 160 1951 76 7 228 
44 237 155 242 1952 MM 83 229 
itt 279 233 288 First half of 1953. 55 a} 228 
44 170 175 283 
ly 
> UNITED STATES CIVIL CASES (UNITED STATES A PARTY 
ts 
[OPA cases are in parentheses '] 
ng | 
s catia Com- Termi- | Pending as , Com- Termi- | Pending 
Fiscal year menced nated June 30 Fiscal year menced nated June 30 
re — . = ee ee ee wi = 
he ins westaunboae 26 55 28 be | 41 s 62 
‘ 42 24 32 20 1949 55 23 46 
\ 4 -| ® 27 43 1950 54 (17 “4 
in RE ee 84 ( 37) 55 72 1951 a3 9 61 
t 45) 191 (165 100 163 1952 41 ll 42 w 
¢ 4 236 (192) 201 198 First half of 1953. 29 2 26 Hn 
4 102 ( 57 136 164 
ol 
ar- PRIVATE CIVIL CASES 
ert 
at : ’ Com- Termi- Pending : Com Termi- | Pendir 
gy a ao menced nated | June 30 Fiscal year menced nated June 30 
Irs ‘1 ‘ 37 43 112 || 1948 59 60 118 
V M2 | 35 53 4 1949 Guns 61 53 12¢ 
ir 4 30 34 | 90 BD ci cicn ates siihentnsa 55 ‘4 12 
1 4 45 47 | OF i Bite enetnanls 43 36 134 
— 45 46 55 79 || 1952 ; 43 $1 1 
10! PUD. aren wansecaniiin 43 32 90 First half of 1953 26 30 2 
ee 68 39 119 
7 OPA eases, including rent control, are separately listed because from 1945 to 1947 
first portion of all civil cases commenced, although they required on the average 
or! roportion of court time per case for disposition during those years. They are included i: 


v. In 1952 Defense Production Act cases are included 
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TABLE 1.—Cases commenced and terminated, by fiscal year, and pending at the end 
of each year, beginning with 1941—Continued 
CRIMINAL CASES 
[Cases transferred are not included in ‘‘Commenced”’ and ‘‘Terminated”’ columns] 














Peer en | | { 
alle Com- Termi- | Pending | ~aae Com- Termi- | Pendir 
Fiscal year menced nated June 30 Fiscal year | menced | nated | June 30 
| 
nig Per mea taare ner eeent> = pitt acacia peice 
1941 135 | 80 Of Me ik 24 | 33 
1942 175 | 79 | 160 |} 1949.......... ‘ 26 | 26 
1943 159 223 a 39 | 33 | l 
1944 307 | 256 | MO SSA cecens 25 | 29 | 7 
1945... 63 | 165 ig $e ae 56 | 34 24 
oun 45 72 | 18 || First half of 1953. 27 | 29 17 
BUEN wires ccndkeoweel | 36 | 40 | 13 


TABLE 2.—Cases commenced per judgeship 


TOTAL CIVIL CASES 
District of Delaware National 


on}. Ines 
Cases com- 
| menced per 


Fiscal year Cases com- 


y ses com- 
Number of | Cases com menced per 























judgeships | menced | judgeship | judgeship 
Dicchssetasdunseeece ide na ban dneeeaean | 1 63 63 lf4 
is 52520 als waiaeaesion smieeen eaten oe | l 59 | 59 16s 
(EELS LEAL MAILED SLE RET APD 1 80 80 5 
SE ncecixhdthacsesgdell zo 1 129 | 129 189 
1945 * DE  Semlendhoaaniune 1} 237 237 205 
1946 a Bivcncudabeoseeadedioe BT 279 279 2 
1947 cine Ri anand bnknetaee sung 2) 170 85 27 
1948 WD oscuusacwincuesnssendehl seabaeie 2 | 100 50 205 
DGS: kebngibeads cuceenbndehenainassqnubakens 2 | 116 58 2s 
Beate eee. ens eats ae, 2 | 109 55 2»? 
NO ssciransegec tts canes cen aoe ee 2 76 38 204 
Pil avii'kcse-ewetuatiganele chieene dmeiaiiweimnadead 2 | 34 42 2st 

UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 

District of Delaware National District of Delaware National 

- eS ETT average: cen) meme nm 

Fiscal year ‘ Cases com- Fiscal year " ‘ases com 
Cases com- = menced per Cases com- pm ot menced per 

p, pe 1 on > veship ! 

menced judgeship judgeship menced judgeship judgeshiy 
1941___- | 26 26 83 |} 1947_____- 102 51 162 
1942... 24 24 91 || 1948 41 21 87 
isa csernigats 50 50 100 || 1949... as 55 28 18 
Mbcniae 4 84 | 113 || 1950___-. | 54 27 109 
_, = 191 191 238 Piet qewmems 33 17 v 
1946___. 236 236 | 251 Weissecacens 4l 21 1] 


PRIVATE CIVIL CASES 


District of Delaware 


National District of Delaware National 

Tt BUSTA? a en . average 
Fiscal year s Cases com- | iscal year Yases com- 
Cases com- a menced per Cases com- eee menced per 

menced judgeship judgeship ! menced judgeship judgeship 
194} __. -+----| 37 37 82 a ee 68 34 109 
| | 35 35 77 i ienasinnens 59 30 117 
emi 30 30 58 |} 1949.22.22. 61 31 121 
=a } 45 45 | 56 |} 1050.......... 55 23 ils 
_. ae 46 46 of * et | 43 22 il 
Ee 43 43 FOE SOD ire aeinie 43 22 126 





See footnote at end of table, p. 57. 
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District of Delaware 


Fiscal year 


| This column includes all districts having purely Federal jurisdiction: 86 districts for 1949 and thereafter; 


Cases com- 


menced 








Cases com- 
menced per 
judgeship 


a 


135 
| 75 
159 
307 

63 


1 


45 | 


84 districts before 1949, 


nO 


ROY 


~~ 
on 


Icom 


National 
average: 
Cases com- 
menced per 
judgeship ! 


165 | 
174 
190 
211 
209 
171 


Fiscal year 


1947 
1948 
1949 
1950 
1951. 


1952_. 


Cc 


District of Delaware 
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TABLE 2.—Cases commenced per judgeship—Continued 


ic 


ases com- 


menced 


36 
24 
26 
39 
25 


56 













National 
average 
Cases com- 


Ses COM- | “ed 

enced per pre oe oy 

judgeship judgeship 
8 73 
12 167 
13 177 
20 | 169 
13 180 
28 | 177 


Because caseload figures are given to the nearest whole number, it is not always possible to derive exact 


totals by adding component parts. 


TABLE 3.— Time intervals in civil cases termined in which a trial was held, for each 





CURRENCY OF DOCKETS 


Total cases terminated 
after trial 


Percentage 


fiscal year beginning with 1945 


of termi- 


nated cases requiring 
less than 6 months 














Percentage of 


termi- 


nated cases requiring 


than 3 


less 





months 


° o os for the interval from for the interval from 
. Fiscal year filing to disposition issue to trial 
: : 4 i a ae _ 
Delaware | National! | Delaware | National! | Delaware | National! 
5 Percent Percent Percent | Percent 
7 45 7 | 2, 883 14.3 | 29.6 | 28.6 32. 4 
‘ 194 12 | 3, 421 25.0 | 29.3 $1.7 33. 4 
M7 17 | 3, 963 31.9 17.7 32. 1 
1948 15 | 4, 548 | 13.3 | 26.7 13.3 | 27.4 
NOD. dcckchinn atch ashe 9 4,847 | 11.1 | 28. 5 33.3 | 28.2 
1950 7 | 5, 020 | 22.3 24.5 
WE Ge cae ee ; 10 | 5, O85 | 20.8 10.0 21.9 
1952 3) 4,767 21. 1 22.8 
Ee ee 
! This column includes all districts having purely Federal jurisdiction: 84 in 1945-48 and 86 in 1949-52 
r lhe period from filing to disposition is the elapsed time from commencement to termination of the case 
, The period from issue to trial is the time from filing of the answer to the date trial is begun 
Land condemnation, habeas corpus and forfeiture cases are not included because they are not representa 


f the time required for the general run of civil cases 
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Cases commenced per judgeship in the district of Delaware and in s8# 
districts in the fiscal year 1952 by nature of suit 


| 
Cases commenced per | Nationa 
judgeship average 
a | Cases tert 
| nated 19 
| Percenta 
| reachin 
trial 


| Delaware | 86 districts 


Civil cases | Percent 


United States cases 
Private cases 


United States plaintiff_- 


Land condemnation _ 
Defense Production Act_- 
Fair Labor Standards Act 
Other enforcement 

Food and Drug Act 
Liquor laws 

Other forfeitures and penalties 
Negotiable instruments 

Other contracts 

Other United States plaintiff. _- 


United States defendant. 


Habeas corpus 

Tort Claims Act 

Pax suits ‘ 

Other United States defendant 
Federal question 

Copyright 

Employers’ Liability Act 

Fair Labor Standards Act 

Habeas corpus 

Tones Act 

Miller Act 


Patent 
Other Federal question 


versity of citizenship. 


Insurance “ : : ‘ . ! 
Other contracts backs : . ‘ 1 
Real property 

Personal injury (auto ‘ 2 
Personal injury (other)... . 4 Geemaleladinwaaen 1 
Other diversity. ate sabia dienes asta 2 6 


Admiralty. a conan senha ania a 4 


Criminal] cases “ acne 2 177 


! This column shows the percentage of all cases of each type terminated which reached trial in 86 d 
having purely Federal jurisdiction. It gives some indication of the types of cases which take a relat 
large and a relatively small amount of court time. 


APPENDIX 7 


THe JupiciAL BusINEss OF THE SOUTHERN District oF FLORIDA 


The Judicial Code of 1911 provided for a single judge in this district. Addi- 
tions have been made as follows: 

The act of September 14, 1922 (42 Stat. 837) provided for one additiona 
temporary judgeship. Additional permanent judgeships were authorized by tl 
acts of January 17, 1929 (45 Stat. 837) and June 27, 1930 (46 Stat. 820). The 
act of May 24, 1940, provided for a temporary judgeship for both the norther 
and southern districts of Florida and further provided that the next vaca! 
arising in either district should be filled by the judge appointed under this a 
The judge so appointed subsequently became a judge for the northern district 
and this temporary judgeship expired. The act of August 3, 1949 (63 Stat. 495 
then provided for a permanent roving judgeship for the northern and southern 
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districts of Florida. Thus there are now three permanent judgeships for this 
district and a permanent judgeship for both northern and southern districts. 
Judge Whitehurst, who occupies this position, spends practically all of his time 
in the southern district. 

In 1951 and 1952 the Judicial Conference of the United States recommended 
the creation of an additional judgeship in this district. 

The rise of the civil business of the district and the increase in the number of 
pending cases over the last 12 vears is shown by the following table: 


Total civil cases 


Com- | Termi- Pending 
| 


menced | nated June 30 


Com- Termi- Pending 
menced nated June 30 


Fiscal year Fiscal year 


691 659 | 598 ks 937 832 1, 005 
570 620 MAS 1949... , 128 1,017 1,116 
544 483 809 1950 R83 1, 053 946 
485 523 57 1951... . 028 1,009 956 
744 686 629 1952 . 269 1, 167 1, 067 
9SS 840 777 First half of 1953 605 4185 1, 187 
1, 069 946 900 


The number of pending cases has been climbing since 1950 particularly in the 
Miami division. 

Judge John Holland, the chief judge of the district, lives at Miami and holds 
court at Miami and Key West. Judge Barker lives at Tampa and holds court 
at Tampa and Orlando. Judge Whitehurst, the judge for both the northern and 
the southern districts lives at Fort Myers and holds court in the southern district, 
principally at Miami, but also at Tampa. Judge Simpson lives at Jacksonville 
and holds court at Jacksonville and Ocala. 

The number of civil and criminal cases filed at each place of holding court over 
the last 3 years has been as follows: 


Civil and criminal cases commenced, by place of holding court, fiscal years 1950, 
1951, and 1952 


! ! 
Civil | Criminal| Pending |} Place of holdin | Pending | Criminal | Pending 
Cases | cases | Decem- |} 6 war nd fiscal | gases cases Decem- 
com- | com- ber 31, 7 = “a ut | com: com- ber 31, 


Place of holding 
court and fiscal 


year | 


| menced | menced! 1952 ‘ menced | menced! 1952 


| 
| 
| 
Fernandina: 
1950 | 
1951 
1952 
First half 
1953 
Fort Pierce: 
1950 
195] 
195 


> 


irst half 
1953 


rst 
1953 
West: 
1950 
1951 


of 


Includes cases transferred under rule 20 of the Federal Rules of Criminal Procedure. 


Table 2 attached shows the number of civil and criminal cases filed per judge- 
ship compared with the national average. For the purpose of this table the 
judge for both districts has been considered as a judge for the southern district 
because he spends almost all of his time there. This gives the southern district 
four judges at the present time. The caseload of civil cases commenced per judge 
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was 317 in 1952 compared with the national average of 236 and of private cases 
159 compared with 126. The number of criminal cases was slightly below the 
national average. 

Table 3 gives the median time from filing to disposition and from issue to trial 
for civil cases terminated after trial in this district during the past 8 years. For 
1952 these medians of 11.9 months from filing to disposition and 7.3 from issue to 
trial were close to the national figures. The situation in Miami, however, is ver 
different. The median from filing to disposition there was 24.6 months compared 
to a national average of 12.1 months and the interval from issue to trial was 16.3 
months compared to the national median of 7.0 months. 

A large number of diversity cases are filed in this district. There were 50 per- 
sonal injury cases per judge involving an automobile in 1952, compared with the 
national average of 28 per judge, and 20 other personal injury cases where negli- 
gence was charged compared with 14 per judge in 86 districts. 

The need for another judge arises largely from conditions in Miami. If th: 
district had had 5 judges in 1952 instead of 4, the district would still have been 
slightly above average in civil cases, 254, compared with 236. The Judicial 
Conference recommendation is fully justified by the statistical record. 

Respectfully submitted. 

WILL SHAFROTH, 
Chief, Division of Procedural Studies and Statistics, 
Administrative Office of the United States Courts. 
Marcu 2, 1953. 


SouTHeRN District oF FLORIDA 
TABLE 1.—Cases commenced and terminated, by fiscal year, and pending at the end 
of each year, beginning with 1941 
TOTAL CIVIL CASES 





cell satel Com- | Termi- Pending | i Com- Termi- | Pending 

Fiscal year menced nated | June 30 Fisca} year menced | nated | June 3 
ieee HT a 691 | 659 | 598 || 1948... 937 832 1, 0 
«es a 570 | 620 548 |} 1949._... 1, 128 1,017 1,1 
a 544 | 483 | 609 || 1950_. . 883 1,053 H40) 
GE os caine 485 523 571 || 1951 ‘ 1, 028 1, 009 or 
1945 ; ils 744 | 686 | 629 |} 1952 a 1, 269 1, 167 1, 067 
1946 canal 988 840 | 777 First half of 1953 _- 605 485 1, 187 
1947 a 1, 069 946 | 900 | | 


UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 


[OPA cases are in parentheses '] 








| 

i , Com- Termi- | Pending | eet eee | Com- | Termi- | Pendi 

Fiscal year menced | nated | June 30 |! Fiscal year menced | nated | June 3 
a. ak ae 220 262 || 1948.........-. _..| 300 (107) 380 3 
Pi cteae ...| 266 266 | 262 || 1949. ..------| 384 (163) 342 | 5 
1943 310 ( 7) 207 | 365 |! 1950........- | 281 ( 37) 405 271 
1944 cca} ae Cie 297 316 || 1951... iT ee 277 29 
1945 ; 472 (208 425 363 || 1952 632 (111 534 | 39 
1946 ------| 624 (434) 581 406 | First half of 1953..| 240 ( 12) 221 4 
1947 ; 552 (367 525 433 





1 OPA cases, including rent control, are separately listed because from 1945 to 1947 they constituted a 


large proportion of all civil cases commenced, although they required on the average a relatively small 


proportion of court time per case for disposition during those years. They are included in the figure wh 
they follow. 

















‘ 
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[aBLeE 1.—Cases commenced and terminated, by fiscal year, and pending at the end 


of each year, beginning with 1941 


PRIVATE CIVIL CASES 





Fiseal year 


Com- 
menced 


1941 


1942 


We ent 


1004... ..2000- 
ainncanae 
pa ccsnenwehe 
ee 





c ases transferred are not included in “‘ 


Fiscal year 


346 


304 | 


234 | 


237 


272 


364 | 


517 


Com- 
menced 


520 
492 
938 
479 
640 
515 
470 


Termi- 
nated 


439 | 


354 
276 
226 


261 


259 | 


421 


Termi- | 
nated 


607 
483 
674 
626 
702 
533 
522 


Pending 
} June 30 


467 


Fiscal year 





1948 

1949 

1040... 

i daiede 

1952. a 
First half of 1953 


CRIMINAL CASES 


- nding 
June 30 


| 
[= 


4 


i] 


Fiscal year 





? Adjusted, 


| 
Fiscal year 


a 


41 
1942 
1943 
1944 
1945 

1946, 





Fiscal year 


UNITED STATES 








Continued 





Commenced” and ‘Terminated’ columns] 


Com- Termi- | Pending 

menced nated June 30 
637 652 

744 721 
602 675 
729 672 
637 676 

365 77 

| Com- Termi- | Pending 


} 


| menced nated | June 30 





210 |} 1048.......- i 460 | 449 | 202 
2215 || 1949._..__. 545 | 475 255 
479 |} 1950... 513 | 547 218 
332 || 1951 555 493 268 
270 || 1952 631 | 628 248 
252 || First half of 1953. 464 | 303 410 
191 || 
| 
TABLE 2.—Cases commenced per judgeship 
TOTAL CIVIL CASES 
Southern district of Florida | National 
ay UA Toe average: 
ie | Cases com- 
Number of | Cases com- ——_ | menced per 
| 1 
judgeships mended | judgeship judgeship 
hin cteceddei 
4 691 173 164 
4 570 143 168 
4 544 136 158 
4 485 121 | 169 
4 | 744 186 | 295 
4 ORR 247 | 321 
4 1, 069 267 | 271 
3 | 937 312 | 205 
3 1, 128 376 | 238 
4| 883 221 | 222 
4 | 1, 028 257 | 204 
4 1, 269 317 236 





CIVIL CASES onan STATES A PARTY) 


Southern District of 

















Southern District of 





Florida National Florida National 
- average: : peel Lia —| average: 
Cases com- Fiscal year Cases com- 
oe | Cases com-| menced per oe Cases com- | menced per 
aon aa | menced per | judgeship ! C pon | menced per | judgeship ! 
_— judgeship judgeship 
| = _— en eee 
345 86 Oe Pies | 552 | 138 | 162 
266 67 | 91 |} 1948... 300 | 100 | 87 
310 78 100 |} 1949...... 384 128 | 118 
248 62 TAD WR senna 281 70 | 109 
472 118 | 238 |] 1961..........| 299 75 | 98 
624 157 632 158 110 


See footnote at end of table, p. 62. 


251 1] 1062........ 
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TABLE 2.—Cases commenced per judgeship—Continued 


PRIVATE CIVIL CASES 











| 
Southern District of | Southern District of 
Florida National |! Florida National 
| | average: | Buse.) a ida «oc 
Fiscal year | Cases com- Fiseal vear | | Cases con 
| Cases eam. | CaSeS com-| menced per aneieaet Cases com- | menced per 
; =i cn menced per | judgeship ! | ome menced per | judgeship 
| . judgeship judgeship | 
1941 346 | 87 82 1947 517 129 10 
1942 304 76 77 1948 637 212 1] 
1943 234 59 58 1949 744 248 121 
1944 237 59 56 1950 } 602 151 1] 
1945 272 6s 57 1951 729 182 11} 
1946 364 91 70 1952 637 159 12¢ 
CRIMINAL CASES 
| | | | 
| Southern District of | Southern District of 
Florida National Florida 
- - ‘ = average: OS candied . . 
Fiscal year | Cases com- Fiscal year 
re Cases com-| menced per aed Cases com- 
| ° eae menced per | judgeship ! : eee menced per ij 
judgeship judgeship 
-_ . ‘ - os = 
1941 520 130 165 | 1947 470 118 | 17 
1942 402 ; 174 1948 460 153 | 
1943 938 | 235 190 1949 545 182 | 17 
1944 179 | 120 211 || 1950 513 128 | 149 
1945 40 160 209 1951 555 | 139 | Ist) 
1946 515 | 129 171 1952 631 158 177 


! This column includes all districts having purely Federal jurisdiction: 86 districts for 1949 and thereafter; 
84 districts before 1949. 

During the entire period covered by the table there were 3 judges assigned to the southern district of 
Florida and 1 to the northern district. In all these years except the fiscal years 1948 and 1949, there was one 
“roving judge”’ for both districts, but as almost all his time was spent in the southern district the caseload 
for that district for 1940-47 has been figured on the basis of 4 judges, and in 1948 on the basis of 3 judge 
With the retirement of Judge Long of the northern district in October 1947, Judge DeVane, then the “roy 





judge,’’ automatically became judge of the northern district. The 1950 figures include a fourth judgeshi; 
authorized by an act of Congress approved August 3, 1949. 

Because caseload figures are given to the nearest whole number, it is not always possible to derive exact 
totals by adding component parts. 























ADDITIONAL 


Fiscal year 


Hh 
194 


47 


Che median time interval from filing to disposition is computed by 


fiscal year beginning with 1945 


CURRENCY OF 


| Total cases terminated 
after trial 


Florida 


(southern) | 


64 
sl 
115 
147 
92 
120 
156 
112 


} National ? 


2, 883 
3, 421 
3, 963 
4, 548 
4,847 
5, 020 
5, OR5 


4, 767 


DOCKETS 


Median time intervals 


Filing to disposition 


Florida 


+; ) 
(southern National 


8.1 9 
6.4 S 
vo vv. 
12.0 9 
14.1 | 10. 
15.3 | ll 
13.6 12 
11.9 12 


CIRCUIT AND DISTRICT JUDGES 


(southern 


in months)! 


Issue to trial 


Florida 


63 













-Time intervals in civil cases terminated in which a trial was held, for each 


National ? 


4.3 5.3 
3.0 0 
19 1 
7.0 5.8 
8.4 5.9 
11.6 6.7 
9.2 7.3 
7.3 7.0 


uwrranging all cases terminate 


j 


juring the year, in which a trial was held, in order according to the time from filing to disposition, from 


the lowest to the highest 


there 


computed where there were less than 25 cases 
The period from filing to disposition is the elapsed time from commencement to termination of the case. 
The period from issue to trial is the time from filing ef the answer to the date trial is begun 
Land condemnation, habeas corpus, and forfeiture cases are not included because they are not represene 
tative of the time required for the general run of civil cases 
2'These columns show the number of cases and the median time intervals for 86 districts for 1949 and 


thereafter; $4 districts before 1949 


The 





is an even number of cases, it is the average time for the 2 middle cases. 
followed in determining the median time from issue to trial 
because it prevents distortion of the result by a few nontypicai long or short cases. 


The median time is then the time required for the middle case of the series or if 


The same procedure is 


dian instead of the average is used 


No median has been 
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TABLE 4.—Cases commenced per judgeship in the southern district of Florida 
and in 86 districts in the fiscal year 1952 by nature of suit 


Cases commenced per | National 
judgeship average 
Nh 
nated 1952 
Percentag: 











| Florida | reen tag 
(southern) | 86 districts — 
Civil cases Percent 
Total cases i sites | 317 236 | 12 
United States cases fic» 158 110 | ) 
Private cases diva 159 126 | 14 
United States plaintiff 132 ~ 87 | ; 
Land condemnation 1 5 
Defense Production Act 28 27 | ) 
Fair Labor Standards Act 4 3 | f 
Other enforcement 1 2 | l 
Food and Drug Act | 8 9 | 1 
Liquor laws he e 5 3 28 
Other forfeitures and penalties- 19 6 | ? 
Negotiable instruments il 18 | 2 
Other contracts 7 8 | ‘ 
Other United States plaintiff 4 7 | 
United States defendant. ‘ | 26 23 | 21 
Habeas corpus — tae oil 2 4 | 16 
Tort Claims Act a —* bss nt onantendl 10 4 7 
Tax suits. -_.--. _ 11 5 | 21 
Other United States defendant shen inne 4 10 x 
Federal question... - ‘ ‘ , 19 38 
Copyright 2 1 ) 
Employers’ Liability Act | 2 6 21 
Fair Labor Standards Act | 1 1 12 
Habeas corpus 1 3 5 
Jones Act.. 1 ll 7 
Miller Act 1 12 
Patent a esti 2 3 17 
Other Federal question - . nile : 9 12 M4 
Diversity of citizenship 112 75 7 
Insurance _.. cane Giieta acai paola 11 12 4 
Other contracts ce a pinion 19 12 18 
i «x cackakancackwarnek akan eee 4 2 » 
Personal injury (auto) ‘eaten oe Seamed | 50 28 17 
Personal injury (other) --...... ies 20 | 14 17 
Other diversity : : | 9 | 6 18 
a I a ete | 29 14 7 
a ae | 158 177 8 


! The roving judge in Florida spends most of his time in the Southern District. 

2 This column shows the percentage of all cases of each type terminated which reached trial in 86 districts 
having purely Federal jurisdiction. It gives some indication of the types of cases which take a relatively 
large and a relatively small amount of court time. 





APPENDIX 8 


Tue Jupic1AL BusINEss OF THE UNITED States District Court FOR THE 
District oF IDAHO 


The State of Idaho except for that portion which lies within the boundaries of 
Yellowstone National Park constitutes one judicial district. The district is 
divided into four divisions and the places of holding court are Coeur d’ Alene 
Moscow, Boise, where the clerk’s office is located, and Pocatello. Since its cre- 
ation this district has had only one district judgeship, the present holder of that 
office being Judge Chase A. Clark who will be 70 years old on August 21, 1953 
Judge Clark entered on duty on March 15, 1943 which was 13% months after the 
retirement of Judge Charles O. Cavanah who is still living at the age of 81. 
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rhe bur’en of the court if weizhed only from the standpoint of the number of 
sos is relatively not heavy. In the fiscal year 1952 there were 181 civil cases 
nmenee tl compared to a national average per judge of 236 civil cases. But the 
mber of private civil cases commenced, although below the national average, 
as been increasing since the fiseal year 1948. The number in 1952 was 90 com- 
pared to a national average of 126. But the number in 1952 was double or more 
w! at it was generally running until 1949. The civil cases filed during the first 
half of the fiscal year 1953 were substantially more than in the first half of the 
previous year, 113 compared with 71. There was the same trend in private civil 
cases. The number filed was 49 compared to 26 during the first half of the fiscal 
vear 1952. These increases in civil cases occurred chiefly in land condemnation 
cases mainly by the Army (30 in the first half of the fiscal year 1953 compared to 
j in the same period last year) and personal injury cases under the diversity 
jurisdiction of the court (26 compared to 14 last year). 

The rules of court in this district provide for two terms at each place of holding 
court. The number of trials held at each place of holding court during the last 
3 fiscal years has been as follows: 





Trials 
Fiseal year 
Place of holding court ——— j Bee 
1950 | 1951 | 1952 

Boise ...--.---------+-+--------------- 14 | 22 19 
Pocatello. .....0c---cescecces nance witnins osalilinaaet | 8 | 9 | 8 
Coste CB nukcksdesadéepcetinsecn eo ae | 2 | 6 8 
ONO xk ctu nmenavdsned a | 7 4 
RU: tk cise catinsdusbatineenssanusebenedaubtinkns 24 44 39 


Distances between places of holding court in Idano are very great, thus neces- 
sitating a large amount of travel on the part of the judge, and adding to the time 
and effort requisite to handle the business. A main line of the Union Pacifie 
Railroad joins Pocatello and Boise in the southern part of the State, and this 
provides good transportation between these 2 points which are 200 miles apart. 
The journey by rail from Boise to Coeur d’ Alene, on the other hand, is well over 
500 miles and takes the judge through Pendleton or Hinkle, Oreg., and Spokane, 
Wash. This trip must be made at least twice each year. Moscow is about 75 
miles from Coeur d’ Alene. 

In addition to his work in Idaho, Judge Clark has been able to assist in the 
disposition of judicial business in other districts when called upon to do so. Dur- 
ing May and June 1952, he spent about 3 weeks in San Francisco where he con- 
ducted 7 trials. In April 1950 he was also in San Francisco where he conducted 
9 trials in 2 weeks. Judge Healy tried 1 case in the district of Idaho during the 
fiscal year 1951 which lasted 4 days, and 5 cases during the fiscal year 1952 which 
consumed 5 trial days. 

The criminal business of this district is less than average and is completely 
current as is shown by the fact that there were only 25 such cases pending in the 
district on December 31, 1952. During the fiscal year 1952 there were 110 crimi- 
nal cases commenced in the district compared to a national average of 177 criminal 
cases per judge. 

Judge Clark is entitled to commendation for the expedition with which cases 
tried before him are dispatched. The median time interval from the filing to the 
disposition of civil cases terminated after trial in this district during the fiscal 
vear 1952 was 9.7 months compared with a national median of 12.1 months, the 
median from issue to trial, 5.5 months compared with a national median of 
7 months, 

tespectfully submittea. 

WILL SHAFROTH, 
Chief, Division of Procedural Studies and Statistics, 
Administrative Office of the United States Courts. 
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Disrrict oF IDAHO 


TaBLE 1.—Cases commenced and terminated, by fiscal year, and pending at the e) 
of each year, beginning with 1941 


TOTAL CIVIL CASES 
Com- | Termi- | Pend 


menced nated | Jun 
al 


Com- Termi- Pending 


menced nated June 30 Fiscal year 


Fiscal year 


1941_.__. | 87 82 : 1948 115 154 

1942 | 118 114 | 2 | 1949 ‘oan ‘ 177 139 | 
tet 104 100 5 | 1950 ‘ 189 187 | 
1944 ; 125 103 1951... 195 189 | 
1945 ett 154 126 s || 1952 | 181 182 | 


1946 i aiabiche 263 261 ¢ half of 1953. _| 113 | 81 | 
SORT. dace nnn 143 | 152 | 


UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 


[OPA cases are in parentheses !} 
: — 
Com- Termi- | Pend 
menced nated Jur 





| Com- Termi- | Pending 


menced nated | June 30 
| 


Fiscal year Fiscal year 


1941__- : 57 52 | 22 || 1948 ‘ 71 = (2) 89 | 
1942 ai . 74 80 ) 1949 . 113 (1) 85 
1943 aeoal ae 6 63 | 27 || 1950 106 (2) 99 
1944 ae 100) (19) 70 f 1951 cee | 114 | 109 
1945 7 a 129 (88) 107 7$ 1952 91 4 100 
1946 229 (194)| 233 f First half of 1953._| 64 | 29 
1947 am 78 (17) 117 36 | 


PRIVATE CIVIL CASES 


Com- | Termi- | 


Com- | Termi- | Pending 
menced nated 


menced | nated June 30 Fiscal year 


Fiscal year 


30 | 30 UR exces cara eal 44 | 65 

44 34 | 26 || 1949 ieee 64 | 54 

30 | 37 | 1950 83 | 68 | 
25 33 Faia tite aang 81 | 80 

25 19 | 1952 : 90 | 82 

34 28 | 2 First half of 1953. .} 49 | 52 

65 35 | 


CRIMINAL CASES 


(Cases transferred are not included in ‘‘Commenced” and ‘‘Terminated”’ columns] 


| 
Com- | Termi- | Pending 

| menced nated | June 30 
| 


Com- | Termi- 


Fiscal year menced | nated 


Fiscal year | 


126 137 | 13 | 

92 96 | 9 || 

130 | 125 | 14 | 

104 105 | 13 | a is 

131 128 16 || 1952__- sl 

116 122 10 || First half of 1953. 

130 | 119 27 || 
! 


1 OPA cases, including rent control, ore apenas listed because from 1945 to 1947 they constituted 
large proportion of all civil cases commenced, although they required on the average a relatively su 
proportion of court time per case for disposition during those years. They are included in the figure which 
they follow. 
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TABLE 2.—Cases commenced per judgeship 
TOTAL CIVIL CASES 


4 te idah« 
Idaho National Idaho | National 
— ————-| average: Fiscal year | =| .. .  -4J ®¥erage: 
: Cases come 
menced per 
judgeship ! 


Cases com- 
menced per Number of 
judgeship judgeships 


Cases com- 
menced per 
judgeship | 


Cases com- 
| menced per 
| judgeship 


| Number of 
judgeships 


87 164 


— aerate acaat 


118 | 168 1948_..._. 


xo 222 


125 | 169 1950 
263 $21 1951 
154 | 295 | 1952 
143 271 1953 
115 205 1954... 


195 | 204 
181 236 


| 
| 
104 | 158 1949 177 238 


D STATES CIVIL CASES (UNITED STATES & 


Idaho : dahe 
National National 
average average 

Cases com Fiscal year Cases coin- Cases com- 

menced per : menced per 


judgeship ! ae judgeship ! 


Fiscal year Cases com- 


menced per 
judgeship 


83 ia 7 162 
91 ies aemares - | 87 
100 Oe ck eae 118 
113 95 109 
238 95 : . l 9 
251 952... — 110 


PRIVATE CIVIL CASES 


Idaho 1 Idah 
, National , National 
nesinaaiidildiaciaamiagl average 7 . average: 
Cases com- Fiscal year Sica cai Cases com- 
ses con 
menced per 


- 
menced per ‘ 

« 2< i 
judgeship judgeship 


Scé ar . 
Fiscal year Cases com- 


menced per 
judgeship 


menced per 


judgeship 





30 ¥4 if “ 5 109 
44 77 " ade 117 
30 58 YAS . siirianaahela 121 
25 56 950... en | 113 
25 57 5 sisi daisies lit 
34 70 95 : cabediical 126 


CRIMINAL CASES 


Idaho National anne National 


_ _ —— average average: 
Causes com- . y . Cases com- 

Cases com- : : Cases com- aSeS COI 
4 com - menced per 


menced per 
judgeship ! 


menced pet judgeship ! 


judgeship 


Ine ed per 
judgeship 


126 165 1947_. 

92 174 || 1948 

130 190 1949 

104 211 |} 1950.. camels | 

131 am | 1951 snieianen -----| 

116 171 | En ceed disci -| 
| | 


lurmin includes &6 districts for 1949 and thereafter; 84 districts before 1949. 


Because caseload figures are given to the nearest whole number, it is not always possible to derive exact 
tot by adding component parts. 
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Time intervals in civil cases terminated in which a trial was held, for each 
fiscal year beginning with 1945 


CURRENCY OF DOCKETS 


| 
Percentage of termi- | Percentage of tern 
nated cases requiring nated cases requiring 
less than 6 months less than 3 mont} 
for the interval from for the interval fro; 


Total cases terminated 
after trial 


Fiscal year filing to disposition issue to trial 


Idaho National ! Idaho | National ! Idaho National 


Percent | Percent Percent 
2, 883 71.4 | 29. 
3, 421 50.0 | 
3, 963 29.4 
4, 548 40.9 
4, 847 48.0 
5, 020 21.1 
5, 085 25.0 
4, 767 21.6 | 


mm OWI OAD 


! This column includes all districts having purely Federal jurisdiction: 86 districts for 1949 and thereafter 
84 districts before 1949. 


The period from filing to disposition is the elapsed time from commencement to termination of the case 
The period from issue to trial is the time from filing of the answer to the date trial is begun. 

Land condemnation, habeas corpus, and forfeiture cases are not included because they are not represent 
tive of the time required for the general run Of civil cases. 


having p 
arge and 
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Cases commenced per judgeship in the district of Idaho and in 84 districts 
in the fiscal year 1952 by nature of suit 


Cases commenced per National 
judgeship average: 
a al eh = s Cases termi- 
nated 1952 
Percentage 
Idaho 86 districts reaching 
trial! 


Percent 
otal cases " 
United States cases - 
Private cases 


\ited States plaintiff 


Land condemnation 

Defense Production Act 

Fair Labor Standards Act 
Other enforcement 

Food and Drug Act 

Liquor laws 

Other forfeitures and penalties 
Negotiable instruments 

Other contracts 

Other United States plaintiff 


nited States defendant 


Habeas corpus 

Tort Claims Act 

Tax suits 

Other United States defendant 


Federal question 


Copyright 

Employers’ Liability Act 
Fair Labor Standards Act 
Habeas corpus 

Jones Act 

Miller Act 

Patent 

Other Federal question 


Diversity of citizenship 


Insurance 

Other contracts 

Real property 

Personal injury (auto) - - 
Personal injury (other) 
Other diversity. 


imiralty ne senirteeianichetsaaialiaten — wut 
nal cases ae a ‘ ae ae 110 


This column shows the percentage of all cases of each type terminated which reached trial in 86 districts 
having purely Federal jurisdiction. It gives some indication of the types of cases which take a relatively 
arge and a relatively small amount of court time. 
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APPENDIX 9 


Tue JupiciaL Bustness oF THE UNITED States District Courts For rig 
NORTHERN AND SOUTHERN Districts OF INDIANA 


Until 1928 the entire State of Indiana comprised one Federal judicial dist ric 
The Judicial Code of 1911 authorized one judgeship for the district, and in 1925 
an act of Congress created an additional judgeship. In 1928, the State was 
divided into 2 districts and 1 judge was authorized for each district (45 Stat. 539 
The Judicial Conference of the United States in September 1949 and again j 
1950 and 1951 recommended that provision be made for an additional judge to 
serve in both districts. A bill so providing (H. R. 6240) was passed by thy 
House of Representatives at the second session of the 81st Congress, but did not 
reach a vote in the Senate. The same provision was included in S. 1203, 824 
Congress, Ist session, and was passed by the Senate, but was not passed by the 
House. 

The Judicial Conference because of increasing civil business in both districts 
and a rise in the pending civil caseload, in September 1952 recommended the 
creation of an additional district judgeship in each district. 


THE NORTHERN DISTRICT 


Court is held in Fort Wayne, South Bend, and Hammond (28 U.S. C., sec. 94 

Table 1 for the northern district of Indiana, which is attached, sets out the flow 
of civil and criminal cases in this district. It is apparent from this table that 1 
total number of civil cases commenced has increased substantially over the 12-year 
period from 1941 to 1952, from 223 in 1941 to 335 in 1952. Even more significant 
however, is the increase in the number of private civil cases from 115 in 1941 
191 in 1952. Studies by the Administrative Office indicate that by and lar 
private civil case requires 2 to 3 times as much of the time of a judge for dispositi 
as does a case to which the United States is a party, 

The pending caseload at the end of the fiscal year 1952 was larger tha 
number of cases terminated during that vear. Furthermore, there were 
cases filed than were terminated which means that the pending caseload is inen 
ing, and reference to table 1 indicates that it has been increasing since 1947, 
the number of cases pending was the lowest it has been in the last decade. 

There were only 72 criminal cases pending on June 30, 1952. This fig 
less than half the number of criminal cases terminated during that year, indicating 
that the criminal docket is kept well up to date. 

Table 2 presents a comparison of the number of cases commenced per judg 
in northern Indiana with the national average of cases commenced per judgi = 
It is apparent that the caseload in this district is substantially above the av 
Whereas in 1945 there were 268 civil cases commenced per judgeship in this 
distriet by 1952 the number of cases commenced per judgeship had inet 
to 335, while the national average was 236. Furthermore, during the last 12 
years, this district has consistently had a higher caseload per judgeship of privat 
civil cases than the national average, and in 1952 there were 191 private 
cases per judge commenced in the district while the national average was 126 
per judgeship. 

The national median for the interval from the filing of the first pleading 
case to its eventual disposition after trial in 1952 was 12.1 months. I: 
northern district of Indiana it was 14.6 months. Consideration must also he 
to the fact that as the number of pending civil cases increases this interva 
also increase. (See table 3.) 

Another measure of promptness in disposition of civil cases tried is the int 
from issue to trial. The national median for this interval was 7.0 months in 152 
while the median for the northern district of Indiana was 8.5 months. 

Table 4 compares the number of cases commenced per judgeship in the dist! 
with the national average, by nature of suit. It is apparent that there are = 
stantially more cases filed per judge in the Federal question and diversity cate 
gories in this district than in the Nation as a whole. These cases require 
siderably more time, and more of them go to trial proportionately than do t 
cases in which the United States is plaintiff or defendant, although even in cases 
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vhich the United States is a party the caseload in this district exceeds the 
ational average. With a civil caseload almost 50 percent above average, addi- 
al judgepower must be provided for this district to relieve pressure and pre- 
. vent serious trial delays. 
THE SOUTHERN DISTRICT 


Court is held at Indianapolis, Terre Haute, Evansville, and New Albany 
28 U.S. C. sec. 94). 

Table 1 indicates that there has been an increase of more than 150 percent in 
cases filed over the last 12 years, and that there were more cases filed in the fiscal 
year 1952 than in any other year of the last 12. The number of civil cases pending 
e increased from 110 in 1941 to 404 in 1952. This is the highest number for 12 

vears. 

; The number of private civil cases filed was substantially larger in 1952 than in 
} 1941, and higher in 1952 than in any other vear during the 12 years. Again, the 
‘§ fact that many more cases were commenced than terminated is worthy of notice. 
The number of criminal cases filed in 1952 was substantial, but the court was able 
to terminate more cases than were commenced. Only 43 criminal cases were 
pending at the end of the year, indicating that the criminal docket is in excellent 
condition. 

The caseload of civil cases filed in this district in 1952 was about 140 percent 
larger than the national average. The caseload of United States civil cases was 
more than 245 percent larger than the national average in the fiscal year 1952, and 
the caseload of private civil cases filed was also substantially greater than the 

national average. 
: Because of this overload of cases, the court has recently fallen behind. Whereas 
in 1950 the national median from filing to disposition of civil cases tried was 11.2 
months, in southern Indiana it was 9.3 months. The national median for the 
uterval from issue to trial was 6.7 months, and in this district it was 6.1 months. 
But for 1952 the median from filing to disposition in this district was 16.3 months 

ympared with the national median of 12.1 months and from issue to trial 8.7 
months in the southern district of Indiana compared with the national median 
of 7.0 months. Table 4 indicates that the numbers of cases in the land condemna- 
tion, Defense Production Act, contracts (both United States and private), and 
personal injury categories were considerably above the national average. The 
ast is particularly significant because the percentage of personal injury cases 
reaching trial is relatively high. For example, 80 personal injury cases involving 
a motor vehicle were filed in this district in 1952 compared with a national average 
f 28 per judge. 

\ very serious condition of docket congestion is beginning to appear in this 
listrict. During the first half of the present fiscal year, 307 civil cases were filed 
ompared to the national average of 135 per judge and the pending civil caseload 
rose from 404 on June 30, 1952, to 476 on December 31. The caseload per judge 

f civil cases filed was higher than that of any other district having solely Federal 
irisdiction in the fiscal vears 1950 and 1951 and was exceeded only by one 
listriet in 1952. 

CONCLUSION 


The statistics indicate that both the northern and southern districts of Indiana 
ire falling further behind in their dockets, that both districts have a caseload 
substantially higher than the national average, and that the time required for 
disposition of cases tried is substantially higher than the national median. 

The following States with a smaller population than Indiana have five district 
judges: Florida, Georgia, and Oklahoma. States with a smaller population than 
Indiana having four district judges are: Alabama, Louisiana, Minnesota, Tennessee, 
Virginia, and Washington. Missouri with about equal population has six district 
judges, 

Respectfully submitted. 

Witt SHAFROTH, 
Chief, Division of Procedural Studies and Statistics, 
Administrative Office of the United States Courts. 
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TABLE 1.—Cases commenced and terminated, by fiscal year, 


of each year, beginning with 1941 


TOTAL CIVIL CASES 





and pending at the « 




















Deen , Com- | Termi- | Pending en yen Com- Termi- 

oe menced nated June 30 | Fiscal year |} menced nated 
——_—_—_——_— | iia | slices | dic sl tema cia | heahinbentonandhctainhded 
1941 | 223 | 201 | 350 |} 1948 285 | 271 | 
1942 | 192 | 179 | 363 || 1949 323 304 
1943 Is] | 190 4 1950 308 295 
1944 190 242 2 1951 2st 285 
1945 2h 274 206 1942 5 306 
1946 136 6 29¢ First half of 1953 129 157 
1957 27 4 280 

UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 
{OPA cases are in parentheses '} 

- l | | | 

_— : Com- | Termi- | Pending | tts | Com- | Termi- 

Fiscal year | menced nated June 30 || Fiscal year | menced | nated 
Re SR Teeter eee eae ee ery ae eee ner S — 

} } 
1941 } 108 90 | 145 1948 | 144 (49 143 
1942 . 2 90 68 167 1949 172 (68 151 
1943 } 108 (16) 118 | 152 1950 132 (27 137 
1044 i 99 (19 119 132 1951 127 (22 119 
1945 / 189 (1038 163 128 1952 144 (26 147 
1946, 239 (202 229 138 First half of 1953 55 (5) 63 
1947. 138 (85) 174 102 
PRIVATE CIVIL CASES 

el ial | Com- Termi- Pending on . Com- Termi- 

Fiscal year | menced nated | June 30 Fiscal year menced nated 
1941 115 111 205 1948 141 | 128 
1943 103 111 196 1949 151 153 
1943 78 72 202 || 1950 176 158 | 
1944 91 1238 170 1951 159 166 
1945 109 111 168 1952 191 159 
1946 97 107 158 || First half of 1953 74 94 
1947 140 120 178 


CRIMINAL CASES 


(Cases transferred are not included in ‘‘Commenced” and ‘‘Terminated”’ columns] 


| 
Com- | 








| Pend 
Jun 
ih 
Pend 
} June 
Pending 
June 3 
Pend £ 
| June dt 
6 
| . 


| 
nia . Termi- | Pending — ? | Com- Termi- 
Fiscal year menced nated | June 30 Fiscal year | menced | nated 
seat th icles abies i eee eee, 2s ee | me 
117 | 120 51 || 1948_.....- a 159 159 
309 136 224 1949. | 146 136 
358 300 973 || 1950_.... | 159 | 165 | 
361 473 fp eee 139 | 149 | 
246 269 | 138 || 1952 : 184 | 172 
151 201 | 88 || First half of 1953. 93 73 
139 167 | 63 








1 OPA cases, including rent control, are separately listed because from 1945 to 1947 they constituted a larg: 
proportion of all civil cases commenced, although they required on the average a relatively small propo 
tion of court time per case for disposition during those years. 
follow. 


They are included in the figure which t! 
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TABLE 2.—Cases commenced per judgeship 
TOTAL CIVIL CASES 


Torthern distric rizon . 
Northern district of Arizona National 


a $$ -— —_—_—_—— average 
Fiscal year Cases com- | Cases com- 
Number of Cases com- . cia d sans menced per 
judgeships menced —m I judgeship ! 


judgeship 

















1941 z 1 223 223 164 
1942 1 192 192 168 
1943 1 181 181 158 
M44 1 190 190 169 
s a M5 l 268 268 205 
. Mit 1 ( 336 321 
eM M7 1 278 278 271 
; 48 1 285 285 205 
49 1 325 323 238 
W ~ 1 308 308 222 
1 1 286 286 204 
12 in 1 335 335 236 
UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 
Northern district of ; Northern disteict of 
24 Indiana National Indiana | National 
Be a aa . average caecum antiiisciitieas average: 
Fiscal year Cases com- Fiscal year Cases com- 
er | Cases com-| menced per ‘ om, | —ases com- | menced per 
Case oa | menced per | judgeship ! ( ta a menced per | judgeship ! 
enced | judgeship _— judgeship 
| 
108 108 108 &3 1947 138 138 162 
42 90 | 90 91 1948 144 144 87 
43 103 103 100 1949 172 172 118 
M4 | 99 | 09 113 || 1950 132 132 109 
% WR cet 159 | 159 238 || 1951 127 127 93 
1946 239 | 239 251 || 1952 144 144 110 
PRIVATE CIVIL CASES 
oe Northern district of : Northern district of 
Indiana | National Indiana National 
——a = iti e iverage a aed 7 iverage 
Fiscal year Cases com- Fiscal year Cases com- 
a Cases com-| menced per Cases com- Cases com- | menced per 
‘ eee menced per | judgeship ! menced I judgeship ! 
, judgeship 
1941..... 115 115 82 1947 140 140 109 
1942 . 102 102 77 1948 141 141 117 
ng 43 78 78 58 1949 151 151 121 
0 1944 ‘ 91 91 56 1950 176 176 113 
ace M45 109 109 57 1951 159 159 111 
tt 97 97 701 1952 191 191 126 
73 CRIMINAL CASES 
x | Northern district of Northern district of 
Indiana National Indiana National 
Sith taal ee iverage ” ‘ iverage 
Fiscal year Cases com- Fiscal year Cases com- 
Rasta Cases com- | menced per ’ Cases com- | menced per 
Cases ¢ - . Cases com- 
pcos menced per | judgeship ! meneed enced per | judgeship ! 
on judgeship oe idgeship 
1941 adi 117 117 165 1947 139 139 173 
12 309 174 1948 159 159 167 
43 4 358 | 190 1949 146 146 177 
44 361 211 1950 159 159 169 
+ 246 209 1951 139 139 180 
151 171 1952 184 184 177 








his column includes all districts having purely Federal jurisdiction: 86 districts for 1949 and thereafter; 
M districts before 1949. 





Be cause caseload figures are given to the nearest whole number, it is not always possible to derive exact 
totals by adding component parts. 
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TABLE 3.—Time intervals in civil cases terminated in which a trial was held, for 
each fiscal year beginning with 1945 


CURRENCY OF DOCKETS 


+ Median time interval (in months) ! 

Total cases terminated a ——— 
after trial | 
| Filing to disposition 





Issue to trial 
| 


| 
Fiscal] year | 
1 











: | | : ; 
Indiana | yrastnn< Indiana re ’ Indiana | y,4;,, 
(northern) | National (northern) National (northern) Nationa 
bi ane i cdl 21 | 2, 883 | 9.0 |-.---- 
Sad . 28 | 3, 421 | 12.5 8.9 5.9 | 
25 | 3, 963 | 10.7 9.0 7.6 4 
18 | 4, 548 |..... OP i iceedsn | § Fy 
| 24 | 4, 847 | a SE Dicken | ) 4 
1950_. 43 | 5, 020 | 15.1 11.2 9.3 7 
1951... 24 | a ee 9B tess 7 
1952. 33 | 4, 767 14.6 12.1 | 8.5 7 
| | 





1 The median time interva) from filing to disposition is computed by arranging all cases terminated dur 
the year, in which a trial was held, in order according to the time from filing to disposition, from the low 
to the highest. The median time is then the time required for the middle case of the series or if there i 
even number of cases, it is the average time for the two middle cases. No median has been computed wher 
less than 25 cases are involved. The same procedure is followed in determining the median time fr 
issue to trial. The median instead of the average is used because it prevents distortion of the result by a few 
nontypical long or short cases. 





The period from filing to dispos'tion is the elapsed time from commencement to termination of the case 
The period from issue to trial is the time from filing of the answer to the date trial is begun. 

Land condemnation, habeas corpus and forfeiture cases are not included because they are not represe 
tive of the time required for the general run of civil cases. 

The national median is based on 84 districts for 1945-48 and on 86 districts for 1949-50. 
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TaBLE 4.—Cases commenced per judgeship in the northern district of Indiana and 
in 86 districts in the fiscal year 1952 by nature of suit 

















| 
| Cases commenced per National 
| judgeship average: 
stsaenneniiabaiandinganan teaiaieiaubiaiaing Cases termi- 
nated 1952: 
; Percentage 
Indiana | . 
: . 86 districts reaching 
(northern trial! 
Civil cases: | Percent 
OCR CUR ina rtcdedncsinicmmanasescerenectsakntnsia —_— 335 236 | 12 
Ca United States cases Anti cilia dddnaaiee 144 110 9 
$ Pe I Diiintitsis dmnitctinatinanamnnelamasitiel acini 191 126 14 
5 acamias 
8 & Cie Ie Ri atdwkenccdtsnascecsncsssencesesuit 135 87 6 
7 Land condemnation Saicnshahi eed teehbas lee Nicaea davnantcempinieiti iacians 3 eee 
Defense Prodwetion Act... <.ccccccsascccacswuncenecen 26 27 9 
Fair Labor Standards Act-___..---- sinthicaaiih : 2 3 6 
Other enforcement......-_.-- paeeraain id ih aun eid 8 2 10 
Food and Drug Act................. pesnat tits aipmtabcataitel 7 9 1 
Liquor laws Seibel a dca ds tiatetn Rechdavisten o acclasnn lacstmpesibn dia cctgueeinibiaes * 3 28 
Other forfeitures and penalties__...............----. é 4 6 7 
I I va iencmey cicseeeecmmnmdndiniandbuesinnem 62 18 2 
r ; Other contracts ee is newandne died eases 21 8 t 
m Other United States plaintiff. --................-...- 5 7 6 
\V = = = = = = 
United States defendant-_-.........- cick baat aia 9 23 21 
. Re I ao cliith iin dn dnnsncwsdnaviebenntey ia 2 4 16 
Tere CHS BOS. docdcacncscccnns cialatpinatinah ; nS teiawionns 4 27 
z Tax suits Anata - ea = Se 1 5 21 
Other United States defendant_..................-..- th 10 20 
POI i noida 6) cnc chdadodescncincakumeienhiccden 66 38 13 
Copyright -- aed tipteblale ntti Dh clon nsabiatinels iittala tiaraciaccitin l 9 
Employers’ Liability Act................... oak galekanes | 2 6 | 21 
Palr TAUOT DUIOIGS AGS. 5 5. ccc ce cecsccccenckscnes 1 1 | 12 
SN CIs oo 6 caknthe ines ahanneGeeyenbiebecnuss | 39 | 3 | 5 
PORE OE. hiditicndn te nntenunesecns intestines an oom idence } ll 7 
BE MGs ciindcdicons iisninliaindiceati ceed ehieaiiines 1 | 12 
Patent 5 sso heii taal akanteeis Dante te aad aoe 7 3 17 
Other Federal question.............-...-.-. Silinvntniaas 17 12 14 
DC GR Gr Cie kcitlbdccnsenctntcasccsinccsusesas 124 75 17 
tin inline cisnaiiccacnigtnh simiiaibtea tle aigtidatinnd ‘ 4 12 14 
CT SR iciasandivenenrseunaNanbuswuwes see 22 12 18 
OE Ree hci themanoneae ae 1 2 20 
Personal injury (auto) __........-- iseaaemaseuoe 74 28 | 17 
Personal injury (other)... ................-..- ‘ = 19 14 17 
tit ihe ieinntnisencendeliearaeaeie 4 6 18 
DO 6 oe cctktantesee i eetare = l 14 7 
Criminal cases... itieipatweteeriraliliona aun 184 177 x 





! This column shows the percentage of all cases of each type terminated which reached trial in 86 districts 
having purely Federal jurisdiction. It gives some indication of the types of cases which take a relatively 
large and relatively small amount of court time. 
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TABLE 1—Cases commenced and terminated, by fiscal year, and pending at the end 
of each year, beginning with 1941 


TOTAL CIVIL CASES 


















































| 
- a Com- Termi- Pending hice : Com- Termi- | Per 
Fiscal year | meneed | nated | June 30 Fiscal year menced nated Jur 
| | | | 
is eetqas poate 225 190 110 1947 430 2 
294 272 | 132 1948 200 1R® = 1941 
Seine sanennnnillh 238 | 27 96 1949 437 1942 
DUE dc cawdaunind 210 | 231 | BG xan knte nates 554 1943 
icctnconaun weds 254 | 222 107 I chilies animeestthiciahaietnil 550 1044 
eR 277 | 270 114 a " 564 4 4 
UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 1948 
49 
[OPA cases are in parentheses '] 3 
‘iiaciiiaeag | | 152 
ee Com- Termi- Pending ieee | Com- Termi- | Per 
Fiscal year menced nated June 30 wueal your | menced | nated | Jur 
ep er ar er eer 
BNNs: caekinkden | 91 68 | O68 UE so ccs 293 (203)! 205 | 
TB sc sate | 187 139 | G8 1) 1088...............4) OD 239 | 
Ces oe ee 1148 (8)! 172 | 60 || 1949....._- “| 300 (127) 218 | 
ars aecco-| 188 = (31) } 158 | 37 |} 1960...............| 404 (150) 390 | 
SPINS pikasedicuhaiaraadinel .| 167 (96) | 147 | 57 390 142) 374 | 2 F 
BR sadivstsone seus 212 (67) 204 05 MGR: eckcccccéucuct BO: Ce) 369 2 
PRIVATE CIVIL CASES - 
se | i war? 2 
re : Com- Termi- | Pending |} Si Com- Termi- | Per a 
Fiscal year menced | nated | June 30 || Fiscal year | menced | nated | June 44 
cleo gore —| — |_| | ——__|____- 45 
WE ain tea .| 134 | 122 6H WG so sccccccccc 137 | 87 | 
1942 netic’ 107 | 133 | 48 |} 1948..__..- eect 108 | 115 | 
90 | 102 | dk 137 | 114 | 
| 75 73 | Oe i Wesnvcsedsseed 150 | 92 | 
87 75 | 60H Wb siewcctece 160 | 173 | 
65 66 | 49 Te adatcwdenesacis 185 159 
CRIMINAL CASES F 
[Cases transferred are not included in “Commenced” and “Terminated” columns] 
SSS a | a — | ; a | 
= ) Com- Termi- | Pending | ne toes Com- Termi- | Pending a 
Fiseal year | menced nated | June 30 || Fiscal year | menced | nated | June 30 41 
cael engine Nt a Ala Na a al eae 42 
| \| S194 
MONS cccsccscans ont 138 | 131 | Sh 4} 400 snc cccccc weeeaias 257 | 241 4 1944 
1942 — 163 | 163 | 31 i] ee | 232 | 197 B 1945 
1943 : 208 201 | Rial gigi | 232 | 236 s 1946 
1944 te 1, 007 996 | 49 casts aiaiitmdiaediel | 257 | 277 ) 
UNDG bintnmeine edenetiie 162 | 159 | 52 | it Vcintnidisinnaamne’ 20 223 { 
RRR e 198 | 208 | ODF Fee aeuastivecdawns 196 201 4 
1 OPA cases, including rent control, are separately listed because from 1945 to 1947 they constituted a larg 
proportion of all civil cases commenced, although they required on the average a relatively small proport 
of court time per case for disposition during those years. They are included in the figure which they follow. 
Fisc 
41. 
1942. 
1943 
TAH 
1945 
1946. 





84 dist, 
Beca 
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Fiscal year 





CIRCUIT AND DISTRICT 


TOTAL CIVIL CASES 


Number of 
judgeships 





JUDGES 







2.—Case commenced per judgeship 


Southern district of Indiana 


Cases com- 
mencec 


Cases com- 
menced per 
judgeship 


1941 1 225 225 

1942 1 204 4 

194 1 238 238 

1944 1 210 210 

‘ 194 ‘ l 254 254 

194 1 277 277 

47 1 430 | 430 

1948 = te hee l 290 | 2) 

49 SR ea asi 1 437 | 437 

iit Danie l 554 | 554 

) re — pass 1 550 | 5M) 

432 eee ; 1 564 | 6 

n UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 
_ _— ai an a 

| Southern district of | | Southern district of 

x | Indiana National | Indiana 
» a a average a ie thai 
Cases com Fiscal ye 


6 Fiscal year 
5 | Cases com- 
| menced 


| Cases com- 
menced per 








| | judgeship 
ern EE 
ee 91 | 91 
42 acme 187 | 187 
4 x " 148 148 
44 . 135 135 
45 . 167 167 
Hy . 212 212 
Southern district of 
Indiana 
Fiseal year | | Cases com- 
| Raoesee a . 
— judgeship 
| 
1941 Jeane 134 134 
ar ee 107 107 
4 ak 90 90 
54 Be 1944 1 7h 75 
1945 87 87 
N 446 65 65 
{ 
Southern district of 
rtion | Indiana 
¥, 


Fiscal year | 


. Cases com- 
Cases com- eae CO 


menced per 


} nce 
menced judgeship 
eo 138 | 138 
1942. 163 163 
1943 208 208 
M4. 1, 007 1, 007 
M5. 162 162 
16. 198 198 





| 4 districts before 1949. 


» totals by adding component parts. 


menced per 
judgeship |! 


100 


1947 — 


PRIVATE CIVIL CASES 


National 
average 
Cases com- 
menced per 
judgeship ! 


R? 
77 
&3 
A 


57 
70 


} 


Fiscal year 


1947 — 
1948 
1949 
1950 
1951 


1952 


CRIMINAL CASES 


National 
average: 
Cases com- 
menced per 
judgeship ! 


Fiscal year 


1947 
1948 
1949 
1950 
1950 
1952 


Cases com- 


Cases com- 
menced 


Sout! 


Cases com 
menced 





Cases ce 


Menced per 


ym- 


menced : 
judgeship 
293 93 
182 182 
300 O00 
404 404 
300 sO) 
379 579 
Southern district of 


Indiana 





ses con 
menced per 

hip 

37 137 
108 108 
137 137 
150 Li 
160) 160) 
185 185 


1ern district of 
Indiana 
Cases com- 


menced per 
judgeship 





National 
average 
Cases com- 
menced per 


judgeship ! 


ne L 


ty to Ge bb 
NSetAIS Sse 
LaE ee aS 


=r 


Ali) 


mynwwe 


N 


+1Verade 


tional 


Cases com 
meneed per 
judgeship! 


162 

S7 

118 

109 

Ua 

Ii 
National 

average 

Cases com 


menced pet 
judgeshiy 


109 
117 
121 
113 
iil 
126 


National 
sverage 
Cases com 
menced per 
judgeship ! 


173 
167 
177 
169 
180 


177 


' This column includes all districts having purely Federal jurisdiction: 86 districts for 1949 and thereafter; 


Because caseload figures are given to the nearest whole number, it is not always possible to derive exact 
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TABLE 3.—Time intervals in civil cases terminated in which a trial was held, for 
each fiscal year beginning with 1945 
CURRENCY OF DOCKETS 

















a Median time interval (in months) ! 
Total cases terminated |______ . — 
alter trial 
Fiscal year esismee Filing to disposition Issue to trial 
ee | | a a 
Indiana | Indiana — | Indiana “ee 
(southern) National (southern) | National | (southern) National 
ee iis care a acpek .| 24 2, 883 |... 66 Lise | 3 
1946 iii abimede a 30 3, 421 7.8 8.9 3.1] ) 
Se ee j 28 3, 963 7.5 9.0 | 2.8 | 
1948 ; 35 4, 548 10.1 9.9 5.7 8 
1949 z i 27 | 4,847 10.8 10.4 6.5 9 
1950 36 5, 020 9.3 11.2 6.1 7 
1951 43 5, O85 12.8 12.2 7.3 
1952 49 4, 767 16.3 12.1 8.7 


1 The median time interval from filing to disposition is computed by arranging all cases terminated during 
the year, in which a trial was held, in order according to the time from filing to disposition, from the lowest 
to the highest. ‘The median time is then the time required for the middle case of the series or if there is 
even number of cases, it is the average time for the 2 middle cases. No median has been computed w 
less than 25 cases are involved, The same procedure is followed in determining the median time from issue 
to trial. The median instead of the average is used because it prevents distortion of the result by 
nontypical long or short cases. 


The period from filing to disposition is the elapsed time from conmencement to termination of the case. 
The period from issue to trial is the time from filing of the answer to the date trial is begun. 

Land condemnation, habeas corpus, and forfeiture cases are aot included because they are not repress 
ative of the time required for the general run of civil cases. 

The national median is based on 84 districts for 1945-48 and on 86 districts for 1949-50. 
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in 86 districts in the fiscal year 1952 by nature of suit 


Cases commenced per 
judgeship 


Indiana, 
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\BLE 4.—Cases commenced per judgeship in the southern district of Indiana and 


| 

National 
| average: 
| Cases termi 
| nated 1952: 


Percentage 
86 districts reaching 
trial ! 
236 | 12 
110 9 
126 14 
ee 
| ee 9 
3 6 
2 10 
9 1 
3 23 
6 7 
18 | 2 
8 | 4 
7 | 6 
8 21 
4 16 
4) 27 
5 21 
10 | 20 


5s 





southern 
vil cases: 

TORS Wisi tones sacane theusiids atlanta intinaechiaha titan niehinn 54 
Es wi acide Sai i telat ai ah i 379 
iititiceninkidcnndawnnekgedwekecreniditn 185 

United States plaintiff............ pi ee ee 350 
I ite rantnciicincicnngeansie <dannees 13 
Defense Production Act... ............-... piace 157 | 
Fair Labor Standards Act Z - cal 9 | 
SII ice crknccdddmncnatibadaie haben 9 
Food and Drug Act__...........-- ay EE 17 
Liquor laws Se eigenen mien itn codes andra 1 
Other forfeitures and penalties. ___- : . ‘ 13 
Negotiable instruments. _........._. phen Bee 68 
Other contracts ..-- sawencccscess a balan = 36 
Other United States plaintiff cintad taeda 7 

Senin Gai GR oii 5 cain kc ctindwccccccbarawssiudd 29 
FIADORS GORDUB.. -< ienncn-oncsevee- sdekceii aca sateeianiain 6 
Tort Claims Act.__._.-- 3 
De Os bbs esd. jo acvbliienasee cubase 16 | 
Other United States defendant-_._..............-.-- 4 

ot hte NS one cerisiaclsnensteasaccushepaunes) 26 | 
ii tah tata th sony Sct eainnnalecnnkatel gel abenwdacbiaaihe | 
I, IIE SOE. on. cn nan anecascasesaweces 4 | 
Fair Labor Stantaras Act... ..............4......-... 1 


Jones Act 





DPR INS Cath bsndh nue ccacawndsscsenwemuscwen * 1 
Pare Big Ses tends ddanducdedieadscsvekowtencdede 4 
Other Poderal question. . ..............-...<.... eek 15 
EP i III soi cou chead hlece tienen musnuniconmed 157 
Ne tnd Ds ecacedndad dectdtieseusiagin ua 12 | 
Sy ire pandtdecnensconeteinnatdenwabe wets 28 
Real property i a a ama el il 
PU EI GND oadicckc i ddcdcededcdewosbncese 80 
POT NED MOONOIT soe ka cet icccwecernnscecedeunet 14 
OtRER GIVOIIESY «on cnccnccvecce sesatameetee coe sme hewa 12 
ROUTINE dbp DiAMdcdiccccwdeuaichwsbuidadncsuscdsepeuwulbecss 2 


Crimi GU dda ck Sibihddetinidae dcttoucwnvdbiesiues 196 


having purely Federal jurisdiction. 


1 | 9 
6 21 
1 | 12 
3 | 5 
11 | 7 
1 | 12 
3 | 7 
12 | 14 
nc 
12 | 14 
12 | 18 
2 | 20 
28 17 
14 | 17 
6 18 
14 9 
177 8 


1 This column shows the percentage of all cases of each type terminated which reached trial in 86 districts 


large and a relatively small amount of court time. 


cases in the eastern. 





APPENDIX 10 


It gives some indication of the types of cases which take a relatively 


Tue JupiciAL BusINEssS OF THE WESTERN DistTRICT OF KENTUCKY 


Kentucky is divided into two districts with a judge in each district and a rov- 
ing judge for the entire State, whose position was created in 1936. 
The amount of judicial business in the two districts is about equal with a 
slightly larger number of civil cases in the western district but more criminal 


Judge Swinford, the roving judge regularly 


holds court in 


Covington, Pikeville, and Catlettsburg in the eastern district, and in Bowling 


Green and Owensboro in the western district. 


His court days are 


60 percent in the eastern district and 40 percent in the western. 
Judge Shelbourne in the western district, holds court at Louisville and Paducah 


but spends only a small fraction of his time at Paducah. 


divided about 
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The statistics for the western district show that over the past 12 years thi 
number of civil cases filed has almost doubled. The average for the years 195! 
and 1952 was 60 percent larger than for 1941 and 1942. Until the last year th: 
number of eases pending had only increased slightly. During 1952, however, 
went from 267 to 379. This was partially a reflection of Judge Shelbourne’s i| 
ness.. He was sick from March of 1952 until the summer of that year. Judges 
Martin of the Court of Appeals of the Sixth Circuit and Levin of the Unité 
States District Court for the Eastern District of Michigan, served in the distric 
as visiting judges during April and May of 1952 and Judge Swinford, the judg 
for both districts, also sat in the district during the last quarter of the year althoug 
principally at Paducah and Owensboro. The following breakdown shows thy 
division of civil and criminal cases in the various divisions of the western district 








Cases commenced 





















| 1950 1951 1952 
Office ~ 
Civil Criminal ! Civil Criminal ! Civil Crin 
Bowling Green_. 29 60 22 60 4s | 
Louisville ‘ 227 181 230) 164 260 
Owensboro S3 37 15 34 45 4 
Paducah..... 49 50 29 15 79 
f 
( 
1 Includes cases received by transfer from other districts. 3 
a . ; , : : \ 
Almost all of Judge Swinford’s time in the western district has been spent 
Owensboro and Bowling Green although he does sit in Louisville occasional! ; 
For the fiscal years 1950 to 1952, the number of days Judge Swinford has sp: : 
in actual trial work in the western district has been about half of that spent 
Judge Shelbourne. Table 2 of the statistics attached, the caseload per judg: ‘ 
is calculated on the basis of 1% judges for the district. For the past 5 years thi 
caseload per judge has been as follows as compared with the national averag« 
TOTAL CIVIL CASES t 
Kentucky National av- Kentucky | National 
(western), | erage: Cases (western), | erage: ( t 
Fiscal year cases com- commenced Fiscal year cases com- commen c 
menced per per judge- menced per per judg c 
judgeship ship judgeship ship 1 
— > ae 7 q a nai 4 aah Pas u 
hs psandanewendiitemes 145 205 Bis ah phcite Sesh errenncaitotinn ends 210 
Din hicenesekbewen 197 238 ao 204 
1950 228 222 d 
Vice hn eeewnen 22 
aq 
aa p 
UNITED STATES CIVIL CASES (UNITED STATES A PARTY) te 
a p 
Kentucky National av- Kentucky | National! a m 
(western), erage: Cases (western), erage: Cases 
Fiscal year cases com- commenced Fiscal year eases com- | commenced tl 
menced per per judge- menced per per judg : 
judgeship ship judgeship ship fe 
apieicmnecaneaiees meena eaneeacmpnmgnganmannanccmmnenes | eanseneseneeee — a 
77 Ns ia 131 by 
112 118 YF ee 159 in 
143 109 ar 
———— —————__—____— ta 
PRIVATE CIVIL CASES 
agg. Te See 
Kentucky | National av- Kentucky | Nationa! 
(western), erage: Cases (western), erage: ( $ 
Fiscal vear cases com- commenced Fiscal year cases com- | commenced 
menced per | per judge- menced per per judge- 
judgeship | ship judgeship shi} 
1948 . . 68 117 Ee Wai cncédectudetsé 79 
TR nb sd dn aididm tied 85 12 SORE b d5 Bese wd wsss 135 2 
1950 85 113 
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CRIMINAL CASES 


Kentucky National av- Kentucky | National av- 
(western), erage: Cases western), erage: Cases 
Fiscal year cases com- commenced Fiscal year cases com- commenced 
menced per per judge- menced per per jndge- 
judgeship ship judgeship ship 
a hee 259 167 Dt ak ek aie J 203 180 
1049 aiatiaan aot 199 177 eitaroites a 219 177 
A opi 197 169 


It will be observed that in 1952 the civil caseload rose sharply. This was due 
largely to an increase of private cases brought under the diversity of citizenship 
jurisdiction, from 105 in 1951 to 175 in 1952. About one-half of these cases are 
removed from the state court in this district. Motor vehicle accident cases 
increased from 37 in 1951 to 80 in 1952 and other personal injury negligence cases 
from 14 to 28. It should also be noted that there has been a sharp rise in land 
condemnation cases filed from 12 in 1951 to 36 in 1952. A large additional tract 
of land is being condemned for Fort Knox and the result will be a much greater 
increase in condemnation activity than is indicated by the mere figure of cases 
because many tracts are often included in a single case. Reduced to a caseload 
per judge basis, there were 53 personal injury cases involving an automobile 
filed in 1952 compared with the national average of 28 and there were 64 other 
diversity cases filed per judge compared with the national average of 47. The 
number of civil cases filed in the first halt of the fiscal year 1953 was 235 compared 
with 219 in the corresponding period of the 1952 fiscal vear. 

The criminal caseload in the district is substantial. In a report on cases under 
advisement, dated October 3, 1952, Judge Shelbourne reported two cases held 
more than 60 days and then continued as follows: 

“Right now, we are in the midst of trying by far the largest criminar docket 
we have had in the time that I have been district judge, after which we will start 
in on the trial of a civil docket that is equally larger than previous dockets. 

‘I can offer but one encouraging factor—that is my health and physical condi- 
tion is better than it was in March, when I was forced to leave and remain away 
intil the middle of July.” 

The foregoing statistics of the 5-year period from 1948 through 1952 show that 
the criminal caseload per judge has been substantially above the average for the 
country throughout the period and the civi! caseload and the load of United States 
civil cases began to be above the average in 1950 and went much above in 1952. 
The number of private civil cases per judge was well below the national average 
until 1952, but then went somewhat above it. 

Table 3 of the attached statistics indicates a better than average record of 
dispositions in this district with respect to the median time required for cases 
disposed of after trial. But, it will be noted that the number of civil cases dis- 
posed of by trial in 1952 declined very perceptibly. In 1952 the time from filing 
to disposition of cases disposed of after trial was 8.8 months in this district com- 
pared with the national median of 12.1 months and from issue to trial it was 5.5 
months in this district compared with the national median of 7.0 months. 

As a result of Judge Shelbourne’s illness last spring and in spite of the fact 
that several visiting judges sat in the district, the number of civil cases terminated 
fell considerably below the number commenced and the pending caseload rose to 
a total of 379 cases on June 30, 1952, and 383 on December 31, 1952. A resolution 
by the Louisville Bar Association supports this request for an additional judge 
in the district and it has been recommended by the Judicial Council of the Circuit 
and by the Judicial Conference of the United States, the latter action having been 
taken by a mail vote. 

Respectfully submitted. 

WILL SHAFROTH, 
Chief, Division of Procedural Studies and Statistics, 
Administrative Office of the United States Courts. 
FeBRUARY 20, 1953. 
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WesteERN District or KENTUCKY 
TABLE 1.—Cases commenced and terminated, by fiscal year, and pending at the end 
of each year, beginning with 1941 


TOTAL CIVIL CASES 





, 

ss : Com- Termi- Pending || iacital aiatas | Com- Termi- | Pendi: 

Fiscal year menced nated June 30 Fiscal year menced | nated June 3 
i ited 230 228 | 1948___. 218 240 
1942... o< 242 251 22% 1949__. 206 270 m 
Se vssnsese 225 187 261 } 1950__. 342 | 358 “4 
a 210 196 275 1951... | 315 | 332 7 
ei oeiamibivercd 513 351 437 || 1952 | 441 | 329 
es 399 491 345 First half of 1953. 235 | 231 
1947__. mnie 290 339 296 | 


t 


UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 


[OPA cases are in parentheses '] 





a Com- Termi- Pending Nici ada Com- Termi- | Pending 
Fiscal year menced nated | June 30 Fiscal year menced nated June 

1941 iia 113 | 109 || 1948... 116 (14) 156 154 
1942... ---.| 150 140 | 119 || 1949__. 168 (55) 146 ? 
1943__ _..-| 143 (18) 108 | 154 || 1950... 214 = (77) 214 
1944 ----| 144 (42) 117 | 181 || 1951 196 (75) 206 
1945_... | 489 (325) 276 | 344 || 1952 238 (68) 188 21 
1946... 315 (239) 417 242 || First half of 1953__| 136 (34) | 135 | 217 
BOUT ccenecies ----| 169 (95) 217 | 194 





1 OPA cases, including rent control, are separately listed because from 1945 to 1947 they constituted a larg: 
proportion of all civil cases commenced, although they required on the average a relatively small proporti 
of court time per case for disposition during those years. hey are included in the figure which they follow 


PRIVATE CIVIL CASES 





| Com- | Termi- | Pending 





























tO Com- | Termi- | Pending || . 
Fiscal year menced nated | June 30 i Fiscal year | menced nated | June 30 
= {a sabi ss ceeiainanemanniisiadimnteeanen 
1941 99 115 123 || 1948.............-.| 102 84 120 
Me Dihidinnnuinne dthii | 92 lll 104 | 128 124 124 
Se ccdin siete nee ions 82 79 107 | 128 144 108 
aes 66 79 94 | »* 119 126 10 
Mt epak alain 74 7 93 || 1 203 141 1ti3 
hips aie inglnn angie 84 74 103 i st half of 1953. . 99 96 16 
En itenensoncete 121 122 102 
CRIMINAL CASES 
[Cases transferred are not included in ‘“‘Commenced”’ and ‘“Terminated”’ columns] 
i <- “= = | es a 
. Com- | Termi- | Pending > . Com- Termi- | Pending 
Fiscal year menced | nated June 30 Fiscal year menced nated June 30 
ai 
719 | 670 | aed 388 363 82 
456 | 485 95 | cer re 298 326 rt 
823 848 70 WV 3, 2.2.2.5. 296 301 42 
444 467 47 } area 304 307 4 
380 395 32 || 1952___- hens 329 332 it 
380 347 65 || First half of 1953. 185 176 43 
365 | 377 54 | 
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TABLE 2.—Cases commenced per judgeship 
TOTAL CIVIL CASES 





Kentucky (western) 
Ln 6Naetionel 


: ‘eacieei aeianeetataeds average: 
Fiscal year Cases commenced Cases com- 
Number of _———— ———| menced per 
judge 5 judgeship ! 
judgeships Tes Per judee- judgeship 
ship 
41 1'9 230 153 164 
42 lly 242 161 168 
943 lhe 225 150 158 
O4i I'4 210 140 169 
O45 lhe 513 342 205 
O46 lhe 399 266 321 
947 hg 290 193 271 
4S 1! 218 145 205 
49 1'4 296 97 238 
0 1'4 $42 228 222 
45) 1's 315 210 204 
452 1 i41 294 236 
UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 
Kentucky (western) National Kentucky (western) National 
- -~ . erage: — ——| average: 
lve . Cases com- se r ; ’ “Ooms 
year Cases coms. | Canes com>} 000 anaee Fiseal year Cases com. | (28eS com- bn —_ 
m ne 1d | Menced per eidineshiio 1 manned menced per | 5, dgest pt 
_—m |) jadguhip: | ee judgeship | /Udgeshiy 
1941 131 | 87 83 || 1947 169 112 162 
442 150 100 91 1948 116 7 87 
43 143 | 95 | 100 1949... 168 112 118 
144 144 96 113 1950... 214 143 109 
1945 439 293 238 1951 i 19¢ 131 93 
Me } 315 210 | 251 1952 “ 238 159 110 


PRIVATE CIVIL CASES 


Kentucky (western) Kentucky (western) 








National National 

ee average _ aia ta SS ee average: 
Fiscal year “aene pam.| Cases COm- Fiscal year eee Cases com- 
Cases com- Meese pol menced per Cases com- eaeenan menced per 
a . j aS i > er 7 j Fe i 1 

| mencea judgeship judgeship | mene 1 judgeship judgeship 
99 66 | 82 || 1947__. 121 | 81 | 109 
92 61 77 || 1948.... | 102 | 68 | 117 
82 55 58 |} 1949... | 128 | 85 121 
66 44 56 || 1950... 128 | 85 | 113 
74 49 57 || 1951.... 119 79 111 
84 56 | 70 || 1952... 203 135 | 126 

| | 





CRIMINAL CASES 


Kentucky (western) Kentucky (western) 





National National 
———__——————| average: eee meee 
Fiscal year aie Cases com- Fiscal year Cascn Cases com- 
Cases com- ee menced per Cases com- sonenlane menced per 
menced judgeship judgeship ! menced judgeship judgeship! 
1941... 719 | 479 | 165 || 1948____ 388 259 | 167 
SOUR: cpusersas 456 | 304 174 || 1949 | 298 199 | 77 
1943 a 823 549 | 190 || 1950___- | 296 197 | 169 
BOO cancn cea 444 | 296 21 1951 | 304 203 | 180 
1945 380 | 253 209 1952 | 329 219 | 177 
1946... 380 253 | 171 || 1953__.. Sebien i = paaee 
1947__.. 365 243 | 173 || 1954 on aaah a 


shld eR ee les 


This column includes 86 districts for 1949 and thereafter; 84 districts before 1949. 


Recause caseload figures are given to the nearest whole number, it is not always possible to derive exact 
tals by adding component parts. 




























ADDITIONAL CIRCUIT AND DISTRICT JUDGES 
TABLE 3.— Time intervals in civil cases terminated in which atrial was held, for eacl 
fiscal year beginning with 1944 
CURRENCY OF DOCKETS 
Median time interval n mot 
Total cases terminated 
after trial | 
Piling to dispositior ssue to trial 
Fiscal year Filing to dis} tion | Issue to trial 
Kentucky centuck ) centucky ; 
nee National 2 | Ket UCKY | National 2 Kentuck Nationa! ? 
western (western (western 
1045 0 2, 8S 7.5 90 2.4 s 
1946 Ss 3, 421 12.0 8.9 5. 4 s 
1947 39 , O63 9.0 0 5] a 
1948 I 4, 548 13. 7 9.9 5. 1 
1949 GN 4,847 10.0 10.4 4.8 
1950 82 5, 020 10.1 l 2 6. 7 
1951 690 5. OSS &.4 12.2 5 () 
1952 i9 4, 767 8.5 12. 1 5 | 
195: ens adkunn ebebhieel i ; _ 
Pe ccavtdanstnulapesinsvennen bens eesents ° oe 
The median time interval from filing to disposition is computed by arranging all cases terminated du 
the year, in which a trial was held, in order according to the time from filing to disposition, fr the low 
to the highest Che median time is then the time uired for the middle case of th 0 ere 
even number of cases, it is the average time for the 2 middle cases. The same procedu 





determining the median time from issue to trial rhe median instead of the average is us 
prevents distortion of the result by a few nontypieal long or short cases. No median has been con 
where there were less than cas 

The period from filing to disposition is the elapsed time from commencement to termination of the 
The period from issue to trial is the time from filing of the answer to the date trial is begu: 

Land condemnation, habeas corpus and forfeiture cases are not included because they are not repre 
tative of time required for the general run of civil cases. 

? These columns show the number of cases and the median time intervals for 86 dis 
thereafter; 84 districts before 1949 











‘ts for 1949 a 
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Cases commenced per judgeship in the western district of Kentucky 
and in 86 districts in the fiscal year 1952 by nature of suit 


Cases commenced per National 
judgeship average 
Cases termi- 
nated 1952: 
Percentage 
86 districts reaching 
trial ! 


Kentucky 
(western 


Tot 1] cases 


United States cases 


Private cases 
United States plaintitf 


Land condemnation 

Defense Production Act 

Fair Labor Standards Act 
Other enforcement 

Food and Drug Act 

Liquor laws 

Other forfeitures and penalties 
Negotiable instruments 

Other contracts 

Other United States plaintiff 


United States defendant 


Habeas corpus ; 

Tort Claims Act ‘ 

Tax suits 

Other United States defendant 


Federal question 


Copyright 

Employers’ Liability Act 
Fair Labor Standards Act 
Habeas corpus 

Jones Act 

Miller Act 

Potent 

Other Federal question - . 


Diversity of citizenship 





Insurance . ‘ 
Other contracts 
Real property 
Personal injury (auto) 
Personal injury (other) 
Other diversity 
Admiralty 
Criminal cases ae bs ue - 


\ 


1 This column shows the percentage of all cases of each type terminated which 1 trie] in 86 districts 
ving purely Federal jurisdiction. It gives some indication of the types of cases ich take a relatively 
rge and a relatively smal] amount of court time 


APPENDIX 11 


MEMORANDUM WirH REFERENCE TO JUDICIAL BUSINESS OF THE DISTRICT 
oF MASSACHUSETTS 


The number of civil cases filed annually in the district of Massachusetts has 
shown a marked uptrend during the last decade. The large number of OPA 
cases filed in 1945-47, has made the total figures for those fiscal vears seem very 
large. From 40 to 65 percent of the civil cases in those years were price, ration- 
ing, and rent cases which were disposed of with comparatively small effort on 
the part of the judges. Actually the workload of the judges is much heavier 
now than then. In 1952 there was an increase of almost 30 percent in civil filings 


over 1951 and the civil cases commenced in 1952 were almost twice as many as 
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the number begun in 1941. During this period the judgepower remained th: 
same but, in the last 2 years, the United Shoe Machinery case has taken a larg: 
amount of time of one of the judges. 

As would be expected under these conditions, the number of pending civi 
cases has gradually increased from 855 at the end of the fiscal year 1941, to 1,563 
on June 30, 1952. It is rather remarkable that in spite of the heavy increase i: 
business, the civil cases which are tried are being disposed of almost as prompt! 
as thev were at the end of the war. 

The criminal cases, of course, receive priority and the criminal caseload ha- 
shown very little change in the past decade with only 71 pending criminal case. 
at the end of the fiscal vear 1952. 

Table 2 of the attached statistics compares the cases filed per judgeship 
Massachusetts with the national average. During every vear of the past decade 
the Massachusetts load has been heavier than the general average and in 1952 it 
was 73 percent greater. For the past 5 years the average annual caseload px 
judge of civil cases filed in Massachusetts was 305 compared with 217 as a nations 
average. 

Private civil cases ordinarily take much longer than the Government cases but, 
of course, the United Shoe Machinery case in this district has been an outstand 
ing exception. Until the last 2 years, the private caseload has been fairly clos: 
to average but in 1951, 142 private cases per judge were filed compared to thy 
national average of 111; in 1952 there were 184 compared to the national averag: 
of 126. For the past 5 years the annual average caseload per judge of privat: 
civil cases commenced has been 139 in Massachusetts compared with the nationa! 
average of 115. In considering the needs of the district, one question which arises 
is whether 1952 is a normal year and whether the large increase in that year will 
continue. 

The first-quarter figures indicate that the increase is continuing as is shown by 
table la, attached. The increase over the first quarter of last year in the civi 
cases filed was from 343 to 366, or 7 percent, while the increase in private cases 
was from 159 to 179, or almost 13 percent 

Table 4 shows the number of cases filed per judgeship by type of case compare 
with the national average for 1952. It indicates the district is getting large nui 
bers of rent and Defense Production Act cases, that the Jones Act cases are twi 
the national average, and that the diversity cases, including personal injury, are 
also considerably higher. On the other hand, criminal cases in the district ar 
not nearly as numerous as the national average per judge. 

The increase in the civil caseload, accompanied by the increase in civil cases 
pending, is a danger signal which should be heeded before the district finds its 
with badly congested dockets. The following table shows what the caseload i: 
Massachusetts would have been in the years 1951—52 compared with the nationa 
average if there had been 5 judges and if there had been 6. 


Caseload per judgeship—Cases commenced, Massachusetts and national average 


IF MASSACHUSETTS HAD HAD 5 JUDGES 
Total civil Private civil Criminal 





























Massachu-| National Massachu-| National | Massachu-| National 
setts average setts average seits averag 
DL inn thetaumad aman eels 254 204 114 lll 66 180) 
DE acichpadedkosciauaoakunaen 327 236 147 126 50 | 177 
| | 
IF MASSACHUSETTS HAD HAD 6 JUDGES 
BO tos aku aera 212 204 | 95 il | 55 | x) 
BO. Clore si diesen 273 236 123 126 | 41 | 7 








Respectfully submitted. 
WILL SHAFROTH, 
Chief of the Division of Procedural Studies and Statistics, 
Administrative Office of the United States Courts. 


OctToBER 30, 1952. 
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[anLE la.—Civil and criminal cases commenced and terminated in the district of 
Massachusetts in the first quarter of fiscal years 1951 and 1952 


| | 
| Pending at | | Pending at 
end of 
} | 


beginning of | Commenced | Terminated | 
| quarter 


quarter 


t quarter, 1951: 
otal civil ; 1, 351 176 
Private civii “ge 711 5 59 
Criminal. . 168 48 
Ist quarter, 1952: 
Total civil " 1, 563 
Private civil - 84 


CIE, deciiewtniiesacas itninnaanints 7 


District OF MASSACHUSETTS 
TABLE 1.—Cases commenced and terminated, by fiscal year, and pending at the end 
of each year, beginning with 1941 


TOTAL CIVIL CASES 


| Com- Termi- | Pending 
menced nated June 30 


Com- Termi- | Pending 


Fiscal year menced nated June 30 


Fiscal year 
| 


849 761 5: ¢ . ‘ , 021 1,191 
S11 729 93 049. ‘ 981 962 
655 762 . eeiiasielen » 201 | 1, 054 


, 205 
, 224 


, 371 


, 563 
, 730 


1 
1 
1 
796 854 , 951__ 3 | , 269 1, 289 1, 351 
1 
1 


1, 284 1,077 979 || 1952... : , 636 1,424 
1, 978 1, 653 7% First half of 1953 773 556 
1, 492 1, 421 | 


UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 


[OPA cases are in parentheses '] 


| 
| Com- Termi- | Pending 


Fiscal year menced nated June 30 |} Fiscal year menced nated June 30 


| 
a 





| 
| Com- Termi- | Pending 
| 
| 


ge 403 | 55 || 1948 ....| 506 (148) 166 716 
| 439 374 | 1949__ = 518 (169) | 556 678 

| 461 (59) 439 | 2 || 1950_- 711 (325)| | 728 

|} 592 (184) 634 | § | 1951_. 701 = (379 RE 640 
1,004 (599) 857 647 || 1952 | 900 (493)) | 699 

1, 658 (1, 298) | 1, 366 | 936 First halfof1953 | 379 (187) 

1,032 (608) 1, 095 876 


PRIVATE CIVIL CASES 


| | | 
Com- | Termi- | Pending 
menced nated | June 30 


Com- Termi- | Pending 


Fises _ « 
iscal year menced nated June 30 


Fiscal year 





331 358 | 400 || 1948... — 515 525 489 
355 | GBF ti Geeeeecs 5s... 463 406 546 
323 288 || 1950....... 490 393 643 
220 272 || 1961.......- ; 568 500 711 
220 332 || 1952 736 583 8O4 
287 365 First half of 1953 394 256 1, 002 
326 499 } 


‘OPA cases, including rent control, are separately listed because from 1945 to 1947 they constituted a 
large proportion of all civil cases commenced, although they required on the average a relatively small 
Proportion of court time per case for disposition during those years. They are included in the figure 
which they follow. 
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TABLE 1. 


CIRCUIT 


AND DISTRICT 


Continue 


CRIMINAL CASES 





JUDGES 


-Cases commenced and terminated, by fiscal year, and pending at the 
of each year, beginning with 1941 


d 


[Cases transferred are not included in ‘“‘Commenced”’ and ‘‘Terminated”’ columns] 


. Com- Termi- Pending . Com- Termi Per 
Fiscal year menced nated June 30 Fiscal year menced nated | Jur 
Sine . ran brsiatacesineaieas a ic latieciea acl aati 4] 
1941 334 332 185 1948 243 219 7 3 aa 
1942 321 314 192 1949 193 223 3 +r 
1943 388 364 216 || 1950 238 241 2 45 
1944 184 4s] 219 1951 332 236 ry 
1945 514 334 399 || 1952 248 352 ‘e 
a 23 49 161 First half of 1953 70 61 
1947 202 200 79 r 
TABLE 2.—Cases commenced per judgeship 
TOTAL CIVIL CASES TAB 
Massachusetts National Massachusetts Nat 
aie = 7 average — — Vi 
Fiscal year Cases com- | ©4S¢s com- Fiscal year Cases com- | © 
; Number of | menced ae : Number of menced _— 
judgeships | per judge- ote - judgeships | per judge- | P®, 
ship ep ship ’ 
1941 4 212 164 1947... 4 373 
1942 4 203 168 1948__ 4 255 
1943 4 164 158 1949 4 245 
1944 4 199 169 1950 4 300 
1945 1 321 205 1951... 4 317 1945 
1946 4 495 321 || 1952... ' 409 1946 
; 1947 
1948 
UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 1949 
1950 
a 1951 
National Nat 1952 
Massachu- average Massachu- WV 
Fiscal year setts, cases Cases com- Fiscal year setts, cases Case 
commenced menced per commenced | mence Th 
per judgeship; judgeship! per judgeship; judg he ye 
< ie Me a | ae es ic 3 me: * > the 
| | even! 
Sth uentibdiens ean 130 | 83 ET i:nv'y wicneidietamcaneele 258 ninin 
TEs nainis lll enw uipatis | 110 | 91 its sa cosines | 126, 5 listor 
EE eS i 116 100 DN +> & sede 130 | were |i 
i civhbwdniecions 148 | 113 EP ee satel 178 rhe 
RE eee 251 | 238 Se ee 3 175 | lhe p 
ae “ 415 251 SPUR ied venste neers 225 Lan 
live of 
: . Th 
PRIVATE CIVIL CASES Feder: 
National Nat 
Massachu- average: Massachu- 41 
Fiseal year setts, cases Cases com- Fiscal year setts, cases Cast 
| commenced menced per commenced 


per judgeship 


sch lice the is 83 
act eases 2 é 98 
Re? cS ts 49 
Pintitn wah <wneummaekd bl 
a ass quasi 70 
ee eee 80 


See footnote at end of table, p. 89. 


judgeship 


82 


77 
58 
56 


per judgeship 





mence 





Oe. 
Bw ASaA 
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TABLE 2.—Cases commenced per judgeship—Continued 


CRIMINAL CASES 


National 
Massachu- average 
Fiscal year setts, cases Cases com- 
commenced menced per 
per judgeship, judgeship 


MM 165 1947 
SO) 174 1948 _ 
97 190 1949 
21 211 1950. 
129 1951 
5s 171 1952... 


This column includes 86 districts for 1949 and thereafter; 84 districts before 1949. 


Because caseload figures are given to the nearest whole number, it is not always possible to derive ¢ 
totals by adding component parts 


TABLE 3.—Time intervals in civil cases terminated in which a trial was held, 
each fiscal year beginning with 19445 


CURRENCY OF DOCKETS 


Median time intervals (in months 
Total cases terminated 
after trial 


Fiscal yeat Filing to disposition Issue to trial 


Massachu- ,; , | Massachu- , 9 | Massachu-| ,-,, ~~ 
setts National 2 setts National 2 setts National ? 


56 2, 883 : ( 8 


1946 ER eas 86 3, 421 ¢ 7 
3 


1947 eaten anes “ 74 3, 963 ¢ 9 
1948 ae i 148 4, 548 { 7 
1949 93 4, 847 B. L 9 
185%) = 107 5, 020 12.5 
1951 — 125 5, ORS : 9.1 


1952 : 141 4, 767 2.3 2. 9.4 


The median time interval from filing to disposition is computed by arranging all cases terminated during 
the year, in which a trial was held, in order according to the time from filing to disy osition, from the lowest 
0 the highest. The median time is then the time required for the middle case of the series or if there is an 
even number of cases, it is the average time for the 2 middle cases. The same procedure is followed in deter- 
nining the median time from issue to trial. The median instead of the average is used because it prevents 
listortion of the result by a few nontypical long or short cases. No median has been computed where there 

were less than 25 cases. 
The period from filing to disposition is the elapsed time from commencement to termination of the case. 
l'ne period from issue to trial is the time from filing of the answer to the date trial is begun. 
Land condemnation, habeas corpus, and forfeiture cases are not included because they are not representa- 
uve of the time required for the general run of civil cases, 
These columns show the number of cases and the median time intervals for all districts having purely 
Federal jurisdiction: (86 districts for 1949 and thereafter; 84 districts before 1949). 
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TABLE 4.—Cases commenced per judgeship in the district of Massachusetts and in 8* 
districts in the fiscal year 1952, by nature of suit 


Cases commenced per | National 
judgeship average r 
| Cases termi- , 
nated 1952 
Percentagi 





| Massachu- 














sides 86 districts | reaching 
— trial | 
Civil cases: | Percent 
Total cases__.- = bn etecaiadiing os 409 236 2 x 
United States cases. . . ix, 225 110 ) y 
Private cases = 184 126 { : 104 
——— —— 194 
United States plaintiff........_- ni é send 200 87 | : Tr 
- ‘ aan t 
Land condemnation 5 4 5 |} o 
Defense Production Act & ; 123 27 | ) u 
Fair Labor Standards Act 5 3 | 
Other enforcement ie 6 2 | 
Food and Drug Act 17 9 ‘ 
Liquor laws 1 3 8 : 
Other forfeitures and penalties 4 6 7 
Negotiable instruments 13 18 2 
Other contracts 17 8 ' 
Other United States plaintiff 11 7 
United States defendant 25 23 2 
Habeas corpus l 4 ) 
Tort Claims Act | 11 4 | 0 
Tax suits 6 5 \ 
Other United States defendant. 9 10 | 
Federal question 66 38 o4 
ee ‘ o 
Copyright 3 1 | ’ 
Employers’ Liability Act 7 6 2 
Fair Labor Standards Act- 2 1 2 
Habeas corpus | 4 3 
Jones Act 24 ll 7 — 
Miller Act 5 1 2 
Patent i | 3 3] l 
Other Federal question 20 12 14 
Diversity of citizenship r | 101 7 
| J 
| Insurance Scameee os serienaes | 4 12 | l4 
| Other contracts d inietenvivnd | 19 12 18 
Real property sMawinas . akin 3 2) 2 7 
Se AEA TPES | 5l 28 | 17 +4 
Personal injury (other).....-.- . whegeagmieell 20 14 | 17 
Other diversity - ‘ REO AE, 5 6 | 18 
Admiralty i setaaalh euhaieceieh Sepseneaned mee eaeoeee 17 14 7 
CII CRITE. nnn csictivtvnnermebedas jusirnincn nae 62 177 | 8 
1 This column shows the percentage of all cases of each type terminated which reached trial in 86 dis- 
tricts having purely Federal jurisdiction. It gives some indication of the types of cases which take at 
tively large and a relatively small amount of court time. 
) 
pr 
Ir 








TanLe 1.—Cases commenced and terminated, by fiscal year, 
of each year, beginning with 1941 


Fiscal year 


: 1942 944 | 1, O85 
1943 504 664 
44 459 175 
45 949 687 
O46 SAB 1,017 
“47 O69 WT 
e UNITED STATES CIVIL CASES 





| ' = 

sae nell | Com- rermi- 

Fiscal year menced nated 

941... 294 248 

O42... | 139 240 

1943 251 165 
M4_. é 264 263 | 
M4 743 517 | 
946_. : 607 745 | 

47 563 558 


Cc 


Fiscal year 


ADDITIONAL 


| 
Com- | Termi- 
meneed | 








EASTERN 


nated 


| 
G89 1, 254 


[OPA cases are in 


om- | Termi- 
menced | nated 


MI....---------- | 


{Cases transferred 





605 1, 006 
705 4 
253 199 
195 212 | 
206 170 
27h 272 
506 349 


i Cc 7 Termi- 
Fiscal ves | om ermi 
iscal year menced nated 
ee 362 SA) 
1942 574 171 
943... 567 564 
1944 664 590 
1945 722 767 
46 7 , 496 568 
1947 : | 498 566 


CIRCUIT AND DISTRICT JUDGES 
APPENDIX 12 


District oF MICHIGAN 


and pending at the 


TOTAL CIVIL CASES 


Fiseal year 


dm ge on 
LSI 





UNITED STAT 


parenth Ses 











PRIVATE CIVIL CASES 





Fiscal year 





First half of 1953 


CRIMINAL CASES 


ire not included in 


First half of 1953 
















































end 


Pending 
30 


719 


702 


110 


023 
219 
, 246 


ng 


30 


203 
246 
624 


14) 


034 


30 


516 
456 
ish 
ne 

3 
SA6 
619 


Pending 
June 30 


at 


334 
184 
239 
245 


280 


OPA cases, including rent control, are separately listed because from 1945 to 1947 they constituted a large 
proportion of all civil cases commenced, although they required on the average a relatively small proportion 


court time per case for disposition during those years. 
In 1952 Defense Production Act cases are included. 


They are included in the figure which they follow. 
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1941 
1942 
1943 
1944 
1945 
1946 
1947 
1048 
1949 
1950 
1951 


1952 


Fiscal year 


1941 
1942 
1943 
1944 
1945 
1946 


| 
Fiscal year 


| 
| 
} 


1941_...- 
1942 
1943 
1944 
1945 


“ases com- 





ADDITIONAL CIRCUIT AND DISTRICT JUDGES 


TABLE 2. 


TOTAL CIVIL CA 


Cases commenced per judgeship 


SES 


Michigan (eastern) 


Fiscal year 
Number of 
judgeships 


Michigan (eastern 


National 
a | average 
Cases com- Fiscal 


| Cases com- : 
. menced per 
menced per : 
judgeship ! 


menced | judgeship 


294 59 &3 1947 
139 os 91 1948... 
251 50) 100 1949. _. 
264 53 113 1950 
743 149 238 1951. 
607 121 251 1952 


National 


| Cases commenced aver age 
Cases com 
ee | ee oe 
| Total Per judge- judgeship 
| ship 
O89 | 198 sae 
44 | 169 aa 
504 101 = 
459 | 92 169 
949 | 190 99 
883 | 177 
1, 069 214 ~ 
760 59 7 
595 180 O38 
1,470 204 ; 
1, 250 on) * 
1, 370 | 274 9 


UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 


Michigan (eastern) 


PRIVATE CIVIL C 


Michigan (eastern) National 
average: 


National 

- a oat average 
year . Cases com- 

. Cases com- ic 

( ~ B 1 menced per ee aie 

encea =| judgeship | /UCeest!p 
nee 563 | 113 | 162 
acces 303 | 61 R7 
413 | 83 | 118 
~ . 967 193 109 
eet 724 145 | 4 
810 162 110 

ASES 





Michigan (eastern) National 
average 


| 
. Cases com- Fiscal year | la ases com 
} ( SC l- , = Cases ¢ “ 

Cases com- maonoekaen menced per Cases com- | saumanl one menced per 

. judge i | anced [SS Ce P&T | judgeship 

menced | judgeship judgeship | mene d | judgeship |J¥ igeshiy 
695 | 139 | 82 || 1947 506 101 109 
705 141 77 1948....... 457 91 Li7 

253 51 58 1949... | {85 97 12 

195 | 39 | 56 1950_... 503 101 1] 
206 41 57 1951 526 105 111 
276 55 | 70 1952 560 112 126 


1946 


Fiscal year 


Cases com- 


CRIMINAL CAS 


Michigan (eastern) National 


average: 
Cases com- 
menced per 


Cases com- 
menced per 





| menced judgeship judgeship ! 

—|———_———, ——— ——. 
— 362 72 | 165 || 1947... 
1968.....-.-.- 574 | 115 | 174 || 1948... 
BR iacan on | 567 | 113 | 190 || 1949... 
1944__.... 664 133 211 || 1950... 
SER eine 722 144 | 209 || 1951 
1946... 496 99 171 1952 


84 districts before 1949. 


Fiscal year | 


ES 


Michigan (eastern National! 


average 
Cases com 
menced per 
judgeship ! 


Cases com- 
menced per 
| judgeship 


Cases com- 
menced 


étne 498 | 100 173 


iecueal 676 | 135 167 
sab eanal 990 | 198 | 177 
phanbbel 692 | 138 | 169 
si 715 143 18 
nei 594 119 | 177 


! This column includes all districts having purely Federal jurisdiction: 86 districts for 1949 and thereafter; 


Because caseload figures are given to the nearest whole number, it is not always possible to derive exact 
totals by adding component parts. 
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“ 


PARLE 3.— Time intervals in civil cases terminated in o* ir} 


fiscal year beginning with 1945 


va trial was held, for each 


CURRENCY OF LOCKETS 
Median time intervals (in months)! 


Total cas»s terminate | 
a-ter trial 


Fiscal year Filing to disposition Issue to trial 
iscal yes 


Michigan Michigan Michigan 


National ? National 2 | National # 


(eastern) (eastern) (eastern) 

eoanlaigune . dated ' aac a |————— 
ee : 43 2, 883 13.0 9.0 8.9 | 5.3 
1946__- ae 7 56 | 3, 421 8.3 8.9 5.4 5.0 
1947_. paw . aw . 57 3, 963 10.4 9.0 | 7.1) 5.1 
Paine “ . ° 79 4, 548 8.8 9.9 5.9 | 5.8 
1949 wicks ‘ 102 4, 847 10.3 10.4 7.3 5.9 
ccagines ebebvckdegous 114 | 5, 020 | 11.7 | 11.2 ue 6.7 
1951... 5 meas 109 | 5, 085 10.8 | 12.2 7.1 7.3 
1952 eden 99 4, 767 14.2 |} 12.1 8.9 7.0 


The median time interval from filing to disposition is computed by arranging all cases terminated during 
the year, in which a trial was held, in order according to the time from filing to disposition, from the lowest 
to the highest. ‘The median time is then the time required for the middle case of the series or if there is an 
even number of cases, it is the average time for the two middle eases. The same procedure is followed in 
determining the median time from issue to trial. The median instead of the average is used because it pre- 
vents distortion of the result by a few nontypical long or short cases. No median has been computed where 
there were less than 25 cases, 


rhe period from filing to disposition is the elapsed time from commencement to termination of the case, 
rhe period from issue to trial is the time from filing of the answer to the date trial is begun. 

Land condemnation, habeas corpus, and forfeiture cases are not included because they are not representa= 
tive of the time required for the general run of civil cases. 

2 These columns show the number of cases and the median time intervals for all districts having purely 
Federal jurisdiction (86 districts for 1949 and thereafter; 84 districts before 1949). 
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TABLE 4.—Cases commenced per judgeship in the eastern district ef Michigan and 
in 86 districts in the fiscal year 1952, by nature of suit 


Cases commenced per 
judgeship 


Michigs . 
fichigan 86 districts 











(eastern) 
Civil cases: 
th oda c.<ccvetmesk doduesubeiameie 27 2 
United States cases. - * 162 1 
Private cases cea uactealit ‘ 112 12 
United States plaintiff................ sae 144 s 
Land condemnation ._.-......-. 
Defense Production Act. .......--. an | 90 27 
Fair Labor Standards Act-.._. 1 
Other enforcement_.... “ 2 
Food and Drug Act akan 6 | 
Liquor laws. _. l 
Other forfeitures and penalties... : a 4 | 
Negotiable instruments... es : 36 Is 
Other contracts... 2 ‘ 
Other United States plaintiff. .__. . 2 
United States defendant..................-.- ‘ : aa 18 | 2 
Habeas corpus-.. | 6 { 
Tort Claims Act..... 3 ‘ 
Tax suits ‘ 7 | 
Other United States defendant. .-..- 2 
Federal question . jiebedubaindabaek tae 36 iN 
Copyright 1 
Employers’ Liability Act.... 5 t 
Fair Labor Standards Act. 2 | 1 
Habeas corpus... a aaniend 11 | 
Jones Act.... sities inlaid eilenialelacuaes 5 | 11 
Miller Act... ikotnahes SPREE Sa | 
Patent 1 Asana mOSaLaC RRO dese oot 2 
ee re I. 4. sc acnndasubnceunsschiernnemeens | 10 12 
I rian ctnncnncnnccinhanandbobarnesenssesso= 73 7 
RII © canta eaicecpinainhtetaaiaiet ittiiehbchamanemdcnens isbettiogmaein 5 12 
ee 13 12 
Real property - . ....-.-- 3 2 
Personal injury (auto)... 34 28 
Personal injury (other) . 14 l4 
re ee 5 ¢ 
I ik ciedintiiinieneduincnitinanintin _— 3 14 
SEIN CNTR icesnccttsenccescnssedwascoss aawkeseoe 119 177 





1941 
1942 
1W3 
iv44 
1945 
1946 


1947 
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WesTERN District or MICHIGAN 


laBLE 1.—Cases commenced and terminated, by fiscal year, and pending at the end of 
each year, beginning with 1941 


TOTAL CIVIL CASES 





| | 
Com- | Termi Pending - Com- Termi- | Pending 
Fiscal year menced nated June 30 Fiscal year | menced | nated June 30 
| | 

4 dneume 130 138 85 1948 __ a 136 185 138 
42 7 ‘ 158 161 82 1949__ 238 191 185 
43 ‘ m 130 144 68 . REA c | 281 255 211 
oo . 125 123 70 etnias iol 242 266 187 
14 . 299 236 133 tienen | 327 312 202 
1946 ae 246 282 97 || Ist half of 1953. 99 129 172 


1947...-.--------- 286 196 | 187 
UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 


[OPA cases are in parentheses '] 








| { 
ia | Com- Termi- Pending re Com- Termi- | Pending 
Fiscal year =| menced nated June 30 Fiscal year menced nated June 30 
' 
ale ein — eae a NN 
100) ot, aaa | 66 59 42 1948___.. ” 63 (15) 102 53 
IG cceciucwinnas| | 89 | Bes te RE. wesaces 151 (3°) 110 v4 
1943 ausadeccany Se Cae 78 | 39 |) 1950 4 197 = (45)} 168 123 
NE cc tsisrntraten 84 (21) 85 | 38 || 1951 162 (20) 178 107 
ee | 243 (194)| 178 103 |, 1952 -"| 939 (19) 238 108 
1946...---. } 211 (167)} 242 72 || 1st half of 1953._..| 67 (7)} 8S 87 
OES | 176 (143) 156 92 | 
1 i i 
PRIVATE CIVIL CASES 
ads Com- Termi- Pending Pe . Com- Termi- | Pending 
Fiscal year menced nated June 30 Fiscal year menced nated June 30 
106) ...cccnuneinmnent 64 59 43 oe i 73 8&3 &5 
1902. .«casncsdna . 4 72 55 |} 1949.......... Sima 87 | 81 | 91 
1443 Samim al 40 66 | 29 1950 male S4 87 88 
iv44 wanted 41 | 38 | 32 || 1951 suena ee 80 | 88 | 80 
TAS... .cshtciaicaaiee | 56 58 30 1952 | 88 | 74 | 94 
DG. .xsvec eae | 35 40 | 25 | Ist half of 1953__- 32 | 41 85 


1087. nceeucanuaoen 110 40 | 95 | 
CRIMINAL CASES 
[Cases transferred are not included in ‘‘Commenced”’ and ‘‘Terminated’’ columns] 


| 
Com- Termi- | Pending 








pee a . a | Com- | Termi- | Pending 

Fiscal year menced nated | June 30 Fiscal year menced | nated June 30 

“= a ~~~ }--—- a 
re ee ae 73 | 68 Se I iilncanictlauedl 62 | 74 | 9 
eR | 55 | 59 | 7 || 1949 63 63 16 
t... cuinstaldlokcs 87 | 80 14 || 1950__. 70 | 79 | 8 
1944 aces 98 | 87 25 || 1951 pal 87 71 17 
WB cornicwiaic seal 115 118 22 || 1952 66 | 71 10 
He ; 59 | 67 14 | Ist half of 1953 __- 34 | 35 9 
1947 134 129 21 || 





OPA cases, including rent control, are separately listed because from 1945 to 1917 they constituted a large 
proportion of all civil cases commenced, although they required on the average ar ‘latively small proportion 
of court time per case for disposition during those years. They are included in the figure which they follow. 
In 1952 Defense .Production Act cases are included. 









































i 
Fiscal year | 
| 


| 


1941 1 130 | 164 
1942 1 158 168 
1943 1 130 | 158 
1944... 1 125 169 
1945... 1 299 295 
1946___- 1 246 321 
: ; | 
| Michigan | National av- 
| (western) | erage: Cases | 
Fiscal year | eases com- commenced 
| menced per | per judge- 
| judgship | ship! 
| 
1941 eee 66 | 83 | 
BEE uk ean on 74 | 91 | 
90 100 | 
144 cntutnisliden M 113 
SD aiuietcanial is _ 243 | 238 
ee eee 211 | 251 | 
Michigan National av- 
| (western) | erage: Cases 
Fiscal year | cases com- commenced 
menced per | per judge- 
| judgship ship! 
1941 .| 64 | 82 
1942 | 4 | 77 
1943... | 40 | 58 
1944 41 | 56 
1945. " 56 | 57 
1946... | 35 | 70 
| ! 
Michigan | National av- 
(western) erage: Cases 
Fiscal year | cases com- | commenced 
menced per | per judge- 
judgship | ship ! 
| | 
ee . | 73 | 165 
1942... 55 174 
MR ot So ncanebe | 87 190 |} 
1944 iment 98 211 | 
OE cal wai cine alas | 115 209 | 
1946...... 59 Pa 171 ! 


ADDITIONAL 


CIRCUIT 


AND DISTRICT JUDGES 


TABLE 2.—Cases commenced per judgeship 


Michigan 


Number of 
judgeships 


western) 


Cases com- 
menced per 
judgeship 


TOTAL CIVIL CASES 


National 
average 
Cases com- 


menced per |} 


judgeship ! 


Michigan (western) ny 


Fiscal year 


Number of re mencel + er 

judgeships ae | judge 
1047 1 286 - 
1948 1 136 28 
1949... . 1 238 92% 
. ee 1 | 281 20) 
1951 1 | 242 mR 
1952 1 | 327 23+ 


Cases com- 


at 
me Aver 


Cas 


UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 


Fiscal year 


1947 
1948 
1949 
1950 
1951 
1952. 


PRIVATE CIVIL CASES 


Fiscal year 


eee 
1948 : - 
1949. ... 
1950. 
1951... 
1952. . . 


CRIMINAL CASES 


Fiscal year 


1947... 
|} 1948... 
1949. . ae 
a Re 
SR iaiindiniis seine 


1952 





(western) 
cases com- 
menced per | 
judgship 


Michigan 
(western) 
| cases com- 
menced per 
a 





1 This column includes t 86 districts for 1949 and thereafter; 84 districts before 1949. 


| Michigan 


a |x Ng ae i 
| 





(western) erage 

cases com- aaa need 

menced per per jude 

judgship ship! 
} 176 h2 
| 63 x7 
151 | 118 
197 | 109 

162 

239 li 
Michigan | National ay 


| erage: C 
; commence 
per judge- 
| ship 





110 109 
73 17 
87 | 12 
84 | 

80 

88 2e 


National av- 

erage: Cases 
| comme! 
per judge- 

ship 


| 

134 | 

62 | 
63 | l 
70 | 1Ay 
87 

66 


Because caseload figures are given to the nearest whole number, it is not always possible to derive exact 
totals by adding component parts. 





1945 
1946 


1949 
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\BLE 3.—Time intervals in civil cases terminated in which a trial was held, for each 
fiscal year beginning with 1945 


i 


CURRENCY OF DOCKETS 


| 

| Percentage of termi- | Percentage of termi- 
| nated cases requiring nated cases requiring 
| less than 6 months less than 3 months 
| for the interval from for the interval from 
Fiscal year filing to disposition issue to trial 


Total cases terminated 
after trial 


Michigan 


Michigan | wotiona}1 | Michigan 
oo me (western) 


(western) (western) 
| 


National ! National ! 


i 1 
| Percent Percent Percent | Percent 
883 | 42. § 29.6 | 33.3 | 32. 
421 | 62.5 | 29.3 | 37. 33. 
63 |... } 
| 


3, 963 ao 31.§ 20 32. 
4, 548 1 | 26 11. 27 
4, 847 13.3 | 28. { 40. 28. : 
5, 020 7. 22. ; 7. 24.5 
5, O85 5 20. 5.6 21. 
4, 767 15. ’ 22. 


! This column includes all districts having pwely Federal jurisdiction: 86 districts for 1949 and there 
ifter; 84 districts before 1949, 

The period from filing to disposition is the elapsed time from commencement to termination of the case. 
The period from issue to trial is the time from filing of the answer to the date trial is begun. 

Land condemnation, habeas corpus and forfeiture cases are not included because they are not representa- 
tive of the time requiced for the general run of civil cases. 


TaBLE 4.—Cases commenced per judgeship in the western district of Michigan and 
in 86 districts in the fiscal year 1952, by nature of suit 


Cases commenced per 


judgeship 
86 district 


Civil cases 
lotal cases 


United States cases 
Private cases 


United States plaintiff 


Land condemnation 

Defense Production Act 

Fair Labor Standards Act 
Other enforcement 

Food and Drug Act 

Liquor laws 

Other forfeitures and penalties 
Negotiable instruments 

Other contracts 

Other United States plaintiff 


United States defendant 


Habeas corpus 

Tort Claims Act. 

Tax suits 

Other United States defendant - - 
Federal question 

Copyright 

Employers’ Liability Act 

Fair Labor Standards Act 

Habeas corpus 

Jones Act 

Miller Act 

Patent 

Other Federal question 


Som mom om | & 


Diversity of citizenship 


te 


Insurance 

Other contracts 

Real property - 
Personal injury (auto) 
Personal injury (other) 
Other diversity 


Brot 


ralty 
nal cases 





32940—53 





98 ADDITIONAL CIRCUIT AND DISTRICT JUDGES 


Report OF SPECIAL COMMITTEE ON UNITED States District Courts IN 
MICHIGAN 


RECOMMENDATIONS 


1. The creation of two additional judgeships for the eastern district of Michigan, 
provided, however, that the first vacancy occurring in the office of district judge 
in the district shall not be filled. 

2. The creation of one additional judgeship for the western district of Michiga: 

3. A revision of the boundary between the eastern and western districts to 
increase the jurisdiction of the western district to include the counties of Clinton, 
Ingham, Calhoun, and Branch. 

4. Regular terms of court to be held in the following additional places: 

(a) In Flint in the northern division of the eastern district. 
(b) In Kalamazoo and Mason (Ingham County) in the southern division 
of the western district. 
REPORT 


This special committee was appointed by the president of the State bar of 
Michigan to consider the problems of the United States district courts in the 
State of Michigan. In its deliberations the committee was primarily interested 
in arriving at recommendations which would improve the administration of justice 
in these courts. The problems which the committee found included heavy dockets, 
the inconvenience to litigants resulting from the places of bolding regular terms 
of the courts, and the increase in litigation which prevented overworked judges 
from giving adequate time and attention to the duties of their office. 

The committee studied and analyzed the annual and quarterly reports of the 
Director of the Administrative Office of the United States Courts for the fiscal 
years ending June 30, 1951, and June 30, 1952, together with the statistical data 
therein contained. The committee also requested and secured from the clerks of 
both of the United States district courts in Michigan additional statistics and other 
factual data concerning the business of these courts.. Members of the committe: 
have also contributed to the discussions their own personal knowledge of the many 
factors involved which are not wholly disclosed by the purely statistical informa- 
tion available. 

In addition to the foregoing recommendations, several alternative suggestions 
were given serious consideration. Among these were the consolidation of the State 
into one district, several possible rearrangements of the districts in the State 
the creation of roving judgeships, and other matters. After due and careful 
consideration of all of these suggestions and of the various factors involved, the 
committee is unanimously of the opinion that the foregoing recommendations 
offer the simplest, most feasible, and most effective answer to the problems found 
to exist in the administration of justice in the United States district courts of 
Michigan. 

The following is a brief outline of the principal factors and reasons which 
prompted the committee to arrive at its final decision to make the foregoing 
recommendations. 


1. The creation of two additional judgeships for the eastern district of Michigan 
provided, however, that the first vacancy occurring in the office of district judg 
in the district shall not be filled 

The eastern district comprises all of the easterly half of the lower peninsula 
of the State plus several counties which lie westerly of a median line through 
the center of the lower peninsula, and which are in the lower tier of counties and 
largely industrial in character. 

In 1950 the eastern district had a population of 4,826,525, which at this time 
has increased to well over 5,000,000. 

In the lower half of the eastern district lies whet has been described as the 
greatest concentration of industrial development the world has yet seen, and which 
is expanding at a phenomenal rate. 

It includes the industrial areas of the Detroit metropolitan district and those 


of Flint, Pontiac, Midland, Jackson, Battle Creek, Saginaw, and Bay City, while 


practically every town and hamlet has its industrial plants. 

During the fiscal year ending June 30, 1952, the cases instituted in the eastern 
district were: civil 1,352, criminal 653, and bankruptcy 22. In this computation 
immigration cases are not included in the criminal cases although it must be 
remembered that the ports of Detroit and Port Huron adjoining the Dominion 
of Canada are very prominent immigration ports of entry. 
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Since June 30, 1952, and for the first quarter of the present fiscal vear, running 
up to September 30, 1952, a total of 655 cases had already been instituted in the 
eastern district. There are five district judges sitting in the eastern district, 
each of whom has, therefore, had assigned to him for disposition 131 cases between 
June 30 and September 30, 1952. 

(he nature of the work of the court is characteristic of that prevalent in indus- 
trialareas. In addition to the usual civil disputes arising as a result of commerce, 
there are inherent in the nature of the industrial operations of the eastern district 
many patent cases, more than a proportionate share of antitrust suits, Communist 
prosecutions, and, since the whole of the eastern district faces the Great Lakes 
and the Detroit and St. Clair Rivers, there are considerable admiralty cases. 

One of the district judges is assigned to dispose of the work of the northern 
division where the court sits at Bay City. During the fiscal year ending June 30. 
1952, there were instituted in the northern division 146 civil cases, 40 criminal 
cases, and 6 bankruptey eases. These did not, however, consume all of this judge’s 
time and, on the contrary, he sat in the southern division where he had assigned 
to him cases instituted during the fiscal year amounting to 153 civil cases, 79 
criminal eases and 3 bankruptcies, making a grand total of cases instituted during 
the fiscal vear assigned to this one judge of 427 cases. 

These facts make it obvious that an additional judge is needed in the district 
for the general disposition of the distriet’s business. 

The Honorable Arthur A. Koscinski, district judge assigned to sit at Detroit, 
is suffering from ill health, generally regarded as the direct result of overwork in 
the performance of his duties. The condition of Judge Koscinski’s health has 
obliged him during the past fiscal year to undergo a protracted course of treatment 
and recuperation in the hospital and in his home, and he is at present undergoing a 
similar circumstance. It is primarily for this reason that the committee has 
recommended the creation of a second temporary judgeship in the eastern district. 


2. The creation of one additional judgeship for the western district of Michigan 

The western district of Michigan consists of 44 counties including the entire 
area embraced by the upper peninsula having a population of upwards of a 
million and a half persons. It extends from the Indiana border on the south to 
Ironwood on the northern Wisconsin line, a distance of almost 700 miles. The 
court holds regular terms in Grand Rapids and Marquette, these two places of 
holding court being approximately 400 miles apart. Because of transportation 
difficulties, the judge and his staff customarily travel by way of Chicago each 
time a term of court is held in Marquette. The train schedules are such that 
the trip requires from 30 to 36 hours in each direction. On the trip north the 
judge must leave Grand Rapids at about 5 o’clock Saturday evening in order to 
arrive in Marquette somewhere between 1 and 2:30 o’clock on Monday morning. 

In addition to his judicial duties, the judge of the western district has all of the 
administrative problems of the court since he is, of course, the only judge for the 
entire district. He works long hours and practically without vacations, in spite 
of which his docket is fairly current and he has compiled an almost unparalleled 
record in his court. He is respected and admired alike by litigants and practicing 
attorneys although many of the attorneys who practice in his court are seriously 
concerned over the state of his health because of the tremendous burdens which 
he has undertaken. 

The annual report of the Director of the Administrative Office of the United 
States Courts discloses that the total number of civil cases commenced in the 
western district of Michigan has increased from 242 during the fiscal year ending 
June 30, 1951, to 327 for the fiscal year ending June 30, 1952. These figures are 
considerably higher than many other districts in the United States having two 
judges. Probably the most comparable district, however, is the eastern district 
of Wisconsin which has been recommended for an additional permanent judgeship 
by the Judicial Conference of the United States according to the report of the 
proceedings of its annual meeting held in Washington September 22 to 24, 1952. 
It is also worthy of note that H. R. 6388 which was introduced in Congress in 
February 1952 provided for the creation of an additional permanent judgeship 
in the eastern district of Wisconsin. The reports of the Administrative Office 
disclose that there were 259 civil cases commenced in that district during the 
fiscal year ending June 30, 1951, and 265 civil cases were commenced in that 
district during the fiscal year ending June 30, 1952. 

It is the opinion of the committee that the judge of the western district of 
Michigan is badly in need of assistance and that the creation of an additional 
judgeship in this district will improve the administration of justice in the area. 
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3. A revision of the boundary between the eastern and western districts to increase th: 
jurisdiction of the western district to include the counties of Clinton, Ingham, 
Calhoun and Branch 


The information obtained from the files of the eastern district of Michigan 
indicates that during the fiscal year ending June 30, 1951, there were 68 civi! 
cases commenced in that court emanating from the counties of Calhoun and Ing- 
ham. Statistics concerning all four counties for the last fiscal year are not avail- 
able, but the foregoing figures indicate that if these counties had been included in 
the western district during the fiscal year ending June 30, 1952, the total civil 
cases commenced would have exceeded 400. 

Of the four above-mentioned counties, Clinton and Branch are primarily 
agricultural, but Ingham and Calhoun are teeming industrial centers. The 

opulation of Ingham County is approximately 173,000 including the city of 
Lambe which is, of course, the capital of the State as well as an important indus- 
trial city. Calhoun County has a population of over 120,000 and embraces three 
important industrial cities, namely, Battle Creek, Albion, and Marshall. 

It is apparent that these four counties geographically should have been included 
in the western district in the first instance. Grand Rapids, the place of holding 
court in the western district is more conveniently located to these four counties 

than is Detroit. The following distances are taken from the official road map 

of the Michigan Highway Department and show the distances that persons residing 
in the respective counties must travel to the place of holding court in the eastern 
district, i. e., Detroit, as compared to the distance to Grand Rapids: 


Lansing, in Ingham County, is 85 miles from Detroit and 63 miles from 
Grand Rapids; 

Battle Creek, in Calhoun County, is 114 miles from Detroit and 63 miles 
from Grand Rapids; 

St. John’s, in Clinton County, is 103 miles from Detroit and 61 miles 
from Grand Rapids; 

Coldwater, in Branch County, is 108 miles from Detroit and 99 miles from 
Grand Rapids. 


In addition to the mileage involved, there are other very practical considerations 
which invariably accompany the taking of litigation to a metropolitan city, such 
as congested highways, parking problems, mechanical involvement in the handling 
of cases and related matters. 

The committee is convinced that the addition of these four counties to the west- 
ern district would improve the administration of justice in the State and add to 
the convenience of litigants and attorneys residing in those counties. This view 
is concurred in by representative attorneys in both Lansing and Battle Creek. 


4. Regular terms of court to be held in the following additional places: (a) In Flint 
in the northern division of the eastern district; (b) In Kalamazoo and Mason 
(Ingham County) in the southern division of the western district 

(a) The committee’s recommendation with respect to holding a term of court 
in Flint in the northern division of the eastern district arises from the fact that the 
industrial area around Flint, which extends as far south as the limits of the Detroit 
area including Pontiac, comprises a very heavy concentration of industry and 
commerce. This was not true when Bay City was established as the place of 
holding court in the northern division. 

The population of Genesee County, where Flint is located, is approximately 
271,000. At the present time all litigants from Flint having business in the 
United States district court must travel to Bay City, a distance of approximately 
45 miles. There is a considerable amount of legal business in the city of Flin 
and its metropolitan area, and the committee is of the opinion that the adminis- 
tration of justice would be improved and the convenience of litigants enhanced if 
regular terms of court of the northern division of the eastern district were held in 
the city of Flint. 

(b) At the present time, with only one judge in the western district of Michigan, 
it is impossible for the court to hold regular terms in places other than Grand 
Rupids and Marquette. However, if an additional judgeship were created in the 
western district, such arrangements could easily be made. In view of the fact 
that Lansing, in Ingham County, is the seat of the State government, considerable 
litigation arises, and the committee is of the opinion that regular terms of court 
should be held in Ingham County for the convenience of litigants and practicing 
attorneys in that area. 
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Quite a large amount of the work in the western district of Michigan presently 
originates in the southwestern part of the district, principally Berrien County, in 
which the twin cities of Benton Harbor and St. Joseph are located. This perhaps 
is largely due to the close proximity of this area to Chicago and the interstate 
business which results. If regular terms of court could be held in the city of 
Kalamazoo, this would considerably reduce the distance to be traveled by the 
residents of the southwestern part of the State and would, of course, be of great 
convenience to persons residing in the counties of Calhoun and Branch. 

The committee is of the opinion that if an additional judgeship were created 
for the western district of Michigan, arrangements could be made to kold regular 
terms of court in Kalamazoo and in Ingham County and that the administration 
of justice would be improved and the convenience to litigants and attorneys 
enhanced, particularly in those areas primarily affected. 

LAURENT K. VarNum, Chairman, 
FRANK H. Boos. 

Harry G. GAvcr. 

JoseErpH W. PLANCK 

Car. H. Siru. 





APPENDIX 13 
Tue JupiIctaAL BUSINESS OF THE EASTERN AND WESTERN Districts OF MIssourRI 


In the Judicial Code of 1911 the eastern and western districts of Missouri each 
had one judge. In 1922 a second judge was added to each district temporarily, 
and in 1935 the second judge in each district was made permanent. In 1936 a 
“roving” judge for both districts was added permanently. In 1942 a second 
“roving’’ judge was added on a temporary basis (act of December 24, 1942, ch. 
817, 56 Stat. 1083). At this time one of the judges for both districts, Judge Richard 
M. Dunean, who occupies the temporary position, spends almost all of his time 
in the western district, and the other, Judge Roy W. Harper, spends practically 
all of his time in the eastern district. Thus, in effect, each district has had three 
judges. A provision in the present bill would make permanent the judgeship 
held by Judge Duncan. The Judicial Conference of the United States has 
recommended this plan each year since 1945. It was passed by the House in 
1949 (Slst Cong.) but not by the Senate and it was passed by the Senate of the 
82d Congress in 1951 as a part of S. 1203. The reason for the temporary pro- 
vision in 1942 was that Congress was not entirely satisfied at that time that the 
need would be permanent. It is now apparent, however, that the judicial busi- 
ness in these two districts has continued at a high level and in the western dis- 
trict where Judge Duncan is located, the number of civil cases filed in 1952 was 
881, compared with 508 cases filed in 1941, the last full prewar year. In the 
eastern district cases filed in 1952 were 701, compared with 758 in 1941. For 
both districts together the total number of civil cases filed was one-quarter larger 
in 1952 than in 1941. Although the number of criminal cases was somewhat 
smaller in 1952, these on the average take less judicial time than civil cases. On 
the whole, these 2 districts like most of the rest of the United States have ex- 
perienced a considerable growth in the judicial business of the Federal courts in 
the last 10 years and, therefore, it has now been amply demonstrated that the 
conditions which caused the enactment of the temporary judgeship in 1942 may 
now be considered permanent enough to warrant making that temporary judge- 
ship permanent. Statistical tables concerning each of the two Missouri districts 
are attached. 
tespectfully submitted. 

WILL SHAFROTH, 
Chief, Division of Procedural Studies and Statistics, 
Administrative Office of the United States Courts. 
FEBRUARY 20, 1953. 


102 ADDITIONAL CIRCUIT AND DISTRICT JUDGES 


EASTERN District or Missouri 


TaBLeE 1.—Cases commenced and terminated during the year and pending at the end 
of the year for the fiscal years 1940-52 


TOTAL CIVIL CASES 


















































\| 
ene a Com- Termi- Pendin } Pees . Com- Termi- | Pend 
Fiscal year menced | nated June 30 ) || Fiscal year menced nated Jun 
euuteme ane | comsme - — — - — {| ee ——_ —_ —— 
si | | | | 
DOR i cdienbintetaes 493 | 689 |} 1948_...... 560 | 628 | 
1942... 1, 054 790 1949. 750 | 663 ‘ 
1943... 737 596 1950 SO 845 | 149 
1944... 669 521 1941 865 Sot 
1945... 1, 138 488 || 1952. 701 707 134 
1946__. | 1, 060 595 First half of 1953... 365 317 482 
1947... 958 487 
UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 
{OPA cases in parentheses are included in cases commenced 2] 
case F Com- Termi- | Pending aia asia Com- rermi- | Pending 
Fiscal year menced nated June 30 Fiscal year menced nated |v June 30 
deiaeieaubeitines _— minieadnaipbipiteeitabiiness _ ee aici hassles - 
1941... 559 296 512 1948 230 ( 77)] 327 166 
ee ee 956 887 581 1949 444 (224) 384 | 226 
. 417 ( 37) 551 447 aa 529 (301) 546 | "9 
1944..._. 448 (167 521 37 S 526 (248) 549 | 18¢ 
1945... 948 (585) 963 376 (165) 392 17 
1946... 880 (642) 851 203 ( 88) 174 199 
ee cieettitiainns tani 548 (309) 673 
PRIVATE CIVIL CASES 
ae | Com- | Termi- | Pending | Sa | Com- Termi- | Pending 
Fiscal year | menced | nated June 30 | Fiscal year | menced nated | June 30 
Re tach 420 a a eee i Bee . Lea: i “ira. er tor 
nail 199 197 177 eR isase pins | 330 301 253 
acl 199 | 167 | 200 || 1949.............- 306 279 280 
126 186 | 149 , .| 279 | 299 ri) 
‘ | 146 148 | 147 339 | 345 | 254 
157 | 175 129 325 | 315 | 2fi4 
287 209 207 || First half of 1953- 162 | 143 | 283 
. 302 285 224 || | 
| | 
CRIMINAL CASES 
(Cases transferred are not included in ‘‘Commenced” and ‘‘Terminated’”’ column] 
| > | ia | 
Mans’ was om- Termi- | Pending ra eo. Com- | Termi- | Pending 
Fiscal year | menced nated | June 30 Fiscal year menced | nated | June 30 
—— —- — -- —— — — —_—————. ——__—— ne ee ee | ee ee | ee — 
1941... 540 517 | 178 || 1948... nll 306 | 382 | 95 
‘i 497 470 | 206 || 1949..-.__- fi 325 | 360 | 57 
1, 350 | 1, 369 OO Oe a al 403 | 373 | R2 
-| 649 | 691 | DEE i Se cenidensokne | 341 377 52 
491 475 | 161 |} 1952... 295 |} 283 57 
‘i J 409 451 119 First half of 1953- -| 146 | 131 74 
1947... | 424 462 88 | | 
| 


1 661 of these cases were land condemnation suits. 
a case, the filing figure for this year is high. 
2 OPA cases, including rent control, are separately listed because from 1945 to 1948 they constituted a large 


portion of all civil cases commenced, although they required on the average a relativ ely small propor 
of court time ber case for disposition during those years. 


They are included in the figure which they fol 





Because each individual tract condemned was made 
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TABLE 2.—Cases 


Fiscal year 





CIRCUIT 


AND DISTRICT 






commenced per judgeship 


rOTAL CIVIL CASES 
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National 
iverage: 
Cases com- 





r of Cases com- ‘ ne ae menced per 
judgeships menced fa a judgeship ! 
j hip 
2 758 0) 164 
2 1, 155 462 168 
} 543 1s] 158 
44 94 108 169 
4 1, 105 68 | 295 
Mi 1, 167 389 | 321 
M7 850 BRB 271 
is 5 SOO 187 205 
ay - - 3 750 250 | 238 
0 ee 3 ROS 269 | 222 
coe i ete 3 865 288 | 204 
Rccecneassadiemaas eiaenen ee 3 701 234 236 
UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 
vs ~— a paki ] a | aaa ads 
Eastern district of | Eastern district of 
Missouri National Missouri National 
——_—_- -—_— average s ____| average: 
Fiscal year | | Cases com- || Fiscal year Cases com- 
at Cases com-| menced per Pee ses com- | menced per 
C ae menced per | judgeship ! ‘ a menced per | judgeship ! 
| judgeship . judgeship | 
441 559 224 &3 1947 548 182 162 
Pilicwudkanbate 956 | 382 | 91 1948 230 77 87 
IMB. ccscanne 417 | 139 | 100 1949 444 148 118 
44..... 448 150 113 || 1950 529 176 | 109 
1945....- 948 316 238 || 1951 52¢ 175 | 93 
1946_...- 880 | 303 251 || 1962.......... 376 125 | 110 
| 
| | 
PRIVATE CIVIL CASES 
| 
Eastern district of | Eastern district of | 
Missouri National Missouri National 
aes ncaa teeta ae average: 
Fiscal year | | Cases com- Fiscal year Cases com- 
Bese | Cases com-| menced per . tom. | Cases com- | menced per 
Cases com | menced per | judgeship ! “menced | Menced per | judgeship ! 
‘ | judgeship — judgeship 
Wb icin 199 80 | 82 || 1947... 302 | 101 109 
1942... 199 | 80 | 77 || 1948... 330 110 | 117 
LOE ancacdon} 126 | 42 58 || 1949.. 306 102 | 121 
1 oe 146 | 49 | 56 || 1950- 279 93 | 113 
af 157 | 52 | 57 || 1951... 339 113 111 
1946 287 | 96 70 || 1952 325 108 126 


See footnote at end of table, p. 104. 
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TABLE 2.—Cases commenced per judgeship—Continued 
CRIMINAL CASES 


Eastern district of | Eastern district of 
Missouri National Missouri Natior 
ie | average: | a i avera 
Fiscal year Cases com- Fiscal year | Cases ¢ 


Cases com- | menced ; 
menced per | judges! 


| Cases com- | menced per | 


J | Cases com- 
menced per | judgeship ! Cases com 


| Cases com- | 
} menced 


| menced 





judgeship judgeship 
1941 540 216 165 || 1947 141 
1942 497 199 174 1948 | 132 | 
1943 1, 350 450 190 1949 | 108 177 
1944 649 216 211 || 1950 | 134 | 169 
1945 | 491 | 164 209 1951 } 114 | 18 
1946 “ 409 136 | 171 1952 | 98 17 

| } | | 


! This column includes a!l districts having purely Federal jurisdiction: 86 districts for 1949 and thereafter 
84 districts before 1949. 


Because caseload figures are given to the nearest whole number, it is not always possible to derive « 
totals by adding component parts. 

A temporary additional position of a judge to serve in both the eastern and western districts of Mis 
was created by the act of December 24, 1942. Therefore, caseload per judge statistics are based on 3 judges 
in the eastern district beginning with fiscal year 1943. For 1941-42, 244 judges were used because during t 
years, there were 2 permanent judges in the district and 1 judge whose services were shared with the west 
district 


TABLE 3.— Time intervals in civil cases terminated in which a trial was held, for each 
fiscal year beginning with 1945 


CURRENCY OF DOCKETS 


i 
| 


| Median time intervals (in months)! 
| Total cases terminated 
after trial 


Fiscal year Filing to disposition Issue to trial 





Missouri National 2 Missouri National 


| Missouri | national 2 





(eastern) | (eastern) | (eastern) 
54 2, 883 8.5 9.0 5.7 
55 3, 421 8.0 8.9 3.6 | 
101 3, 963 7.9 9.0 4.1] 
79 4,548 7.6 9.9 4.4 | S 
117 4, 847 7.6 10.4 3.5 | 
an 148 5, 020 9.0 11.2 4.3 
161 5, O85 8.0 12.2 4.0 | 7 
131 4, 767 8.6 12.1 5.0 7 








1 The median time interval from filing to disposition is computed by arranging all cases terminated during 
the year, in which a trial was held, in order according to the time from filing to disposition, from the lowest 
to the highest. The median time is then the time required for the middle case of the series or if there is at 


even number of cases, it is the average time for the 2 middle cases. The same procedure is followed ir 
determining the median time from issue to trial. The median instead of the average is used becuase it pre- 
vents distortion of the result by a few nontypical long or short cases. 





The period from filing to disposition is the elapsed time from commencement to termination of the cast 
The period from issue to trial is the time from filing of the answer to the date trial is begun. 

Land condemnation, habeas corpus and forfeiture cases are not included because they are not represe: 
tative of the time required for the general run of civil cases. 

2 These columns gi ve the number of cases and the median for all cases having purely Federal jurisdicti 
84 in 1945-48 and 86 in 1949-50 
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TABLE 4.—Cases commenced per judgeship in the eastern district of Missouri and in 
86 districts in the fiscal year 1952, by nature of suit 


Cases commenced per National 
judgeship average: 
sctieeniiciticaacaciit aaa iced 


nated 1952: 






































iia Percentage 
Pere 86 districts | reaching 
— trial! 
Civil cases: Percent 
TR i tcnwhittibentaddcainetneconmelidiiaaedilitesdd 234 236 
SE FE CE o iccnnncuccnsansinadiibibidban saan 125 110 9 
Fe CE sakkccccconpntinehdasiianedunsteassminason 108 126 14 
United Bistes plaintiff... cones ences 112 s7| 
Land condemnation. .................. 3 5 a 
Defense Production Act 55 27 9 
ee Be SE OR on ncicetécunnniecnnianngenn 1 3 6 
Se II os: snntetindineiabanenaneekianemssaeine 1 2 10 
Oy Oe Be Bi erccesddecsicasdcsendecsccieetod - 9 a 1 
Pa snr astnc ds lattice cele peek stint ace baon av cngdnisceadd wieapiaiensaaieed 1 3 2B 
Other forfeitures and penalties. _..............-.-.-..- 5 6 7 
OSI EEED HEUTE nce cnccccceccasnscccsecossonss 14 18 2 
RF Sie cnsucigectendcsicscsctwsccicncessasiiccs 22 8 4 
Other United States plaintiff. -...............-..-..-. 2 7 6 
Ce Te Ga pa canktitinn decvicdcoueccentaneucss 13 23 a 21 
RONNIE 2. od... satin otennlhidaiiualsainagibenbaleabnnenneniia 4 16 
PO his aii tals ta nalitae dinetn plein 2 | 4 | 27 
TL chee cenabbhonindiaabeds Necudabadkeabenen 5 5 21 
Other United States defendant......................-- 6 10 | 20 
ee ea 21 38 7 “2B 
aaa ae ne nena eden 1 1 i) 
Employers’ Liability Act_..-. 1 6 21 
Fair Labor Standards Act--_. 1 1 12 
I rt hae, cnaaniawecnedaneandhabebudandien ten sacuknedinete 3 5 
Jones Act 1 11 | 7 
Miller Act 1 1 |} 12 
PR cindi ta casicomeenunnmnanes 3 3 17 
Other Federal question 12 12 14 
Diversity of citizenship...............-.-.---------------- 85 | 75 17 
I  bctonkccktkcsconnsscenensaadubecsiddebnecs 9 12 14 
Other contracts 13 12 18 
Real property 3 2 20 
Personal injury (auto) .............-- 40 28 17 
Personal injury (other) - - . - 15 14 li 
Se EE dcncninibdetidatedenccsacestnenstnatdin 5 6 18 
RID on chad coma nesaantiqndaentidedenmnnmentianttes 3 14 7 
CUR it cccchadeustencscdaudadeicduccnceusesiebieadnudull 98 177 8 








! This column shows the percentage of all cases of each type terminated which reached trial in 86 districts 
having purely Federal jurisdiction. It gives some indication of the types of cases which take a relatively 
large and a relatively small amount of court time. 
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WEsTERN District or MIssouRi 


TOTAL CIVIL CASES 


1941 





—Cases commenced and terminated, by fiscal year, and pending at the end 
of each year, beginning with 



































| 1 | om . } mm 4 
ee ee Com- | Termi- | Pending oe Com- Termi- | Pending 
Fiscal year | menced nated June 30 Fiscal year | menced nated June 3 
| | | a 
; | | 
cette 508 685 273 1948__. 595 | 595 442 
1942__- 598 577 294 1949... | 843 | 724 | 
i cennnuhiee 513 490 ORG Nh Pb ne occ ccccz | R25 | 773 6] 
BORE. concn all 431 512 236 1951... } 814 802 62 
ims... si 1, 940 1, 663 513 || 1952_- 881 | 851 | 65 
RS 1, 375 1, 427 461 || First half of 1953--| 458 | 328 | 78 
1947... | 811 830 | 442 
ee Se Peccee eet 3 
UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 
[OPA cases are in parentheses '] 
a > Com- | Termi- Pending 1] | Com- Termi- Pend 
Fiscal year menced | nated June 30 ] eeeyey menced nated Jun 
eR Nh NE SRE EOE | IN rom - | — ation = 
1941... 240 228 | 125 |] 1948.............] 281 (41)| 282 | 2 
1942... 306 (2)| 273 158 || 1949... : |} 449 (203)} 358 | 29 
eR ecitissirnenies 319 (35) 283 | 194 || 1950__. 367 = (128) 382 | ‘ 
.| 262 (48) | 310 136 1951... 370 (98) | 406 | 244 
,7@l (1, 578 1, 524 | 383 1952 363 (81) 375 | 232 
11, 157 (957 1, 249 | 291 First half 0f1953_| 179 (33) | 133 | 278 
} 498 (271) 584 | 205 | 
a ; I lin ae a eM a == cs 
PRIVATE CIVIL CASES 
7 | | as | | 
‘om- Termi- | Pending |} i Com- | Termi- | Pend 
Fiscal year me oe nated 4 June 30 || Fiscal year menced | nated | Jun 
aici es mani oe inns 
1941 268 457 148 || 1948_.. al 314 313 238 
1942_. | 292 304 136 || 1949___- 394 366 Dit 
1943. ee 194 207 | 123 |) 1950--— oon 458 | 391 | 
1944__- ef 179 | 202 T° * eater eapeate tate 444 396 | ; 
1945. 169 | 139 130 || 1952... 518 | 476 | 42 
1946 218 178 | 170 || First half of 1953. 279 | 195 0 
1947... I 313 246 | 237 | 


Fiscal year 








[Cases transferred 








Com- Termi- 
menced nated 
359 440 
508 470 
415 432 
448 496 
404 385 
443 465 
391 368 


CRIMINAL CASES 





are not included in “Commenced” and “Terminated” columns] 








Pending 


June 30 Fiscal year 


72 | Mdsaiuetances 
137 |} 1949- ‘ 
120 | Re foe eee 
731} 100.0... ‘ 
91 |} 1952.- 

69 || First half of 1953-. 
84 || 


Com- 
menced 





575 
304 
446 
309 
314 
139 





Termi- 
nated 


476 
431 
532 
311 
313 
159 


Pending 
June 3 


18] 


144 





1 OPA cases, including rent control, are separately listed because from 1945 to 1947 they constituted a | 
proportion of all civil cases commenced, although they required on the avers age a relatively small proport 
of court time per case for disposition during those years. 


They are included in the figure which they follow 
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TABLE 2.—Cases commenced per judgeship 


SES 




















Z TOTAL CIVIL CA 
aight oma a iia — id 
Western district of Missouri | National 
Fiscal year nd wal Cones ee Case eum 
Number of | Cases com- ases Com | menced ver 
judgeships menced | Menced per | juageship 1 
| judgeship = 
- a ms , = | 
1941 214 508 203 | 164 
1942 244 598 239 | 168 
1943 3 | 513 171 158 
1944 « 3 431 144 | 169 
1945 3 1, 940 647 | 295 
1946 a 1, 375 458 | 321 
1947 - ° ° 3 S11 270 271 
1948 3 595 198 | 205 
1949 3 843 281 | 238 
1950 hiihiind ined tian tabi wb . 3 825 275 222 
FREE Kanda donde nseeéeneinesnn= a 3 814 271 204 
LL nbardniindianeinas ane 3 881 294 | 236 
UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 
| Western district of Western district of 
| Missouri National Missouri | National 
| ssaialiiciigsniasRinpcninemeiiteamga. Eats a __| average: 
Fiscal year Cases com- Fiscal year Cases com- 
aioli oa | Cases com-| menced per ee Cases com- | menced per 
bee menced per | judgeship ! ' 7s pent “¥ menced per | judgeship! 
| | judgeship poet judgeship | 
aman 240 | 96 83 Se biota 498 166 162 
1942 ca 306 | 122 91 1948 281 94 87 
1943 nts 319 107 100 1949 449 150 118 
ee 252 | 84 113 || 1950_- . 367 122 | 109 
1945 sient 1,77 590 238 || 1951 370 123 93 
TOD ccna! 1, 157 386 251 || 1952........ 363 121 110 
a U —— ee oe a _ ——E —EE — ae 
PRIVATE CIVIL CASES 
; Western district of Western district of 
| Missouri National Missouri | National 
‘ialaniiaca desea areca atest +See siicaningth ei Om Sane Eile average: 
Fiscal year | Cases com- Fiscal year Cases com- 
- agen « Cases com-| menced per ‘acne eam, | — 28eS com-} menced per 
| or menced per | judgeship ! ' et os menced per | judgeship ! 
| | judgeship —— judgeship 
ee 268 | 107 | 82 || 1947....- 313 104 | 109 
Wi snecawean | 292 | 117 | 77 || 1948... + 314 105 | 117 
£ Deis aaieaenn | 194 65 58 1949 ee 394 131 121 
1944 179 | 60 56 |} 1950....._____ 458 153 | 113 
: NE see 169 | 56 87 || 1951.......... 444 148 | 111 
; WOR inandisins 218 73 | 70 }| 1952...... 518 73 | 126 
5 ' ' 
44 = — 


See footnote 


at end of table, p. 108. 
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TABLE 2.—Cases commenced per judgeship—Continued 
CRIMINAL CASES 








Western district of | Western district of | 
Missouri | National Missouri | National 
___.._.| _average: ae: ir ___| average 
Fiscal year | Cases com- Fiscal year | Cases com- 


| Cases com- | menced per 
menced per | judgeship ! 


| 
Cases com-| menced pe 
Cases com- | ©#Ses com- | menced per Cases com- 


ee menced per | judgeship ! os 
menced | judgeship | i] menced | judgeship | 
eee pare feteieeeenenan eerste ear 
i tiscinene: | 359 144 165 || 1947..........} 391 130 | 73 
ee biiiasseme 508 203 | 174 |} 1948.......... | 578 192 | 167 
i enieenenae 415 138 190 Pi inetcacent 394 | 131 | 177 
I ec noses 448 149 | 211 || 1960......- ; 446 | 149 | 1489 
ee bimcmtens 404 35 209 SOR cadens 309 103 180 
1946 _. ‘ 443 148 171 a 314 | 105 177 


| 
1 This column includes all districts having purely Federal jurisdiction: 86 districts for 1949 and thereafter; 
84 districts before 1949. Because caseload figures are given to the nearest whole number, it is not always 
possible to derive exact totals by adding component parts. 


A temporary position of a judge to serve in both the eastern and western districts of Missouri was created 
by the act of Dec. 24, 1942. Therefore caseload per judge statistics are based on 3 judges in the western 
district beginning with fiscal year 1943. For 1940-42 214 judges are used because during those years there 
were 2 permanent judges in the district and 1 judge whose services were shared with the eastern district. 


TABLE 3.— Time intervals in civil cases terminated in which a trial was held, for each 
fiscal year beginning with 1945 


CURRENCY OF DOCKETS 


























| Median time intervals (in months) ! 
| Total cases terminated EEN tee en 
after trial ‘Qe 
Fiscal year Filing to disposition Issue to trial 
| | i Ss pate | + 
Missouri an 2 | Missouri at Missouri | y7,.4;... 
(western) National | (western) National ? | (western) | National ? 
an sinaeniag von wining ae Se eae neem 
38 2, 883 | 5.8 9.0 4.3 5.3 
67 3, 421 6.7 8.9 | 4.4 5.0 
71 | 3, 963 | 10.1 9.0 6.6 5.1 
62 | 4, 548 10.5 9.9 8.7 8 
95 | 4, 847 8.3 10.4 6.0 5.9 
120 | 5, 020 10.3 11.2 6.6 | 6.7 
92 | 5, 085 12.2 12.2 8.5 7.3 
84 4, 767 12.1 12.1 7.9 7.0 











1 The median time interval from filing to disposition is computed by arranging all cases terminated during 
the year, in which a trial was held, in order according to the time from filing to disposition, from the lowest 
to the highest. The median time is then the time required for the middle case of the series or if there is an 
even number of cases, it is the average time for the 2 middle cases. The same procedure is followed in deter- 
mining the median time from issue to trial. The median instead of the average is used because it prevents 
distortion of the result by a few nontypical long or short cases. 

The period from filing to disposition is the elapsed time from commencement to termination of the case. 
The period from issue to trial] is the time from filing of the answer to the date date tria! is begun. 

Land condemnation, habeas corpus, and forfeiture cases are not included because they are not representa- 
tive of the time required for the general run of civil cases. 

2 These columns give the number of cases and the median for all cases having purely Federal jurisdiction, 
84 in 1945-48 and 86 in 1949-50. 


¥ 
3 
' 
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TABLE 4.—Cases commenced per judgeship in the western district of Missouri, and in 
86 districts in the fiscal year 1952 by nature of suit 


Cases commenced per National 
judgeship | average: 
Cases termi- 
nated 1952 
Percentage 


Missouri, 














(western) 86 districts re ching 
trial! 
Civil cases: Percent 
Total cases......--. 204 236 12 
United States cases. .._._- wel 121 110 | 9 
Private cases __- abn 3 173 126 | 14 
United States plaintiff__..___- : 91 87 —e 
Land condemnation ‘ : 9 5 danielle 
Defense Production Act 27 27 9 
Fair Labor Standards Act ‘ 1 3 6 
Other enforcement 1 2 10 
Food and Drug Act . 11 9 | l 
Liquor laws —_— 3 3 28 
Other forfeitures and penalties 4 6 7 
Negotiable instruments. -- | 26 18 | 2 
Other contracts ya mm ne 9 Ss 4 
Other United States plaintiff. 1 7 6 
United States defendant é | 30 23 | 21 
Habeas corpus--.........-- ; ; 23 4 16 
Tort Claims Act-.. wear 1 + | 27 
Tax suits ; 2 | 5 | 21 
Other United States defendant - 4 10 | 20 
Federal question 28 38 ; 13 
Copyright 1 9 
Employers’ Liability Act. -. 3 6 21 
Fair Labor Standards Act - - ‘ 1 1 |} 12 
Habeas corpus-.--- s csbaan ip etka 7 3 | 
Jones Act . 2 i 11 | 7 
Miller Act ; eo : 4 1 | 12 
Patent ree ‘ ‘ 2 3 17 
Other Federal question ......-.... seit 12 12 | 14 
Diversity of citizenship ........................- ; 144 | 75 | 17 
a Saateetiiislicieachtememmie 
Insurance daaccesdsnsooncepesacdsuena ‘ 10 12 14 
fees ee 24 12 18 
Real property rdistnieudeshaivn ica weir eae 6 | 2 20 
Personal injury (auto) -....-.....------- | 74 | 28 1? 
Personal injury (other) - - - -- : : ‘ | 23 | 14 17 
Other diversity........... n.analiisthininiskcpenaietiiphmiaiaioa scaail 6 6 | 18 
IES isi isn inna bhcbadcsunnathninstdb ahd ees Riana 14 7 
Criminal cases_..........-..-- Kanatdehtaddnenduddeincemeas 105 | 177 8 








! This column shows the percentage of all cases of each type terminated which reached trial in 86 districts 
having purely Federal jurisdiction. It gives some indication of the types of cases which take a relatively 
large and a relatively small amount of court time. 
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APPENDIX 14 


District or NEVADA 


JUDGES 


TABLE 1.—Cases commenced and terminate d, by fiscal year, and pending at the end 


Com- 


Fiscal year menced 


1942... 63 
1943__. 75 
1944 54 
1945 122 


Stace 
a 


EA 
1941... | 


of each year, beginning with 1941 


TOTAL CIVIL CASES 


| 
ities aay 
Termi- | Pending I Fiscal year 
1 


nated June 30 


95 || 1948 


— 
_ 








92 66 || 1949__.- : 
78 | 63 || 1950_.____- | 
42 | i) 
74 333: 11 4068.......< 

120 | 88 || First half of 1953__| 
79 | 98 


Com- Termi- 
menced nated 
71 79 
81 7 
93 86 
62 72 
74 73 
36 28 
| 


UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 


Fiscal year menced 


[OPA eases are in parentheses '] 


Termi- | Pending 


Fiscal year 





| 
| Com- | 
| 
+ 
| 





1941 | 23 

1942 apenmaiae 35 

1943... oi . 50 (1) 
1944... best ae 
i asicnintecibaheeel, mn sn 
1946___. ----| 64 (42)) 
aguas Sandan 54 (23) 

Com- 


Fiscal year menced 


i naeenek pagal 20 
Se ectewses ee 28 
Ss ctin tse ecndeaiih | 25 
1944__. nnnbleieel 18 
i iicntnneae ae | 22 | 
Pt nnsnureweduiti | 21 | 
Te knendnankabie | 35 | 





sai ’ Com- 
Fiscal year menced 


1941... ‘ 122 
1942... Sesmesay 165 
1943... said 221 
1944... ionitee 192 | 
| 157 | 
SSE 168 | 
PT ne bainwnbaanes 178 





nated | June 30 
19 57 || 1948_. 
65 we... 
50 27 || 1950 = 
27 36 || 1951 | 
49 87 1952 | 
100 | 51 || First half of 1953 
47 58 


PRIVATE CIVIL CASES 


Termi- Pending a poe 
nated June 30 Fiscal year 
25 38 cassis masteni wits ‘ 
27 39 1949 
78 36 rk 
15 39 1951 
25 36 |} 1952... 
20 37 First half of 1953__| 
32 40 


CRIMINAL CASES 





Com- Termi- 
menced nated 
33 (16) 49 
50 (25)} 45 
53 (22)} 48 
25 (1) } 39 
43 (2) 41 
23 = (3) 13 
Com- Termi- 
menced | nated 
38 | 30 
31 28 
40 38 
37 | 33 
31 | 32 
13 | 15 


ses transferred are not included in “Commenced” and “Terminated” columns] 
Termi- | Pending Reine Com- Termi- 
nated June 30 Fiscal year menced nated 
136 24 1948... _. 131 | 131 
158 31 1949__. 116 | 111 
235 17 1950 115 | 128 
177 | 32 1951 | 128 | 126 
161 28 || 1952... | 95 91 
180 16 || First half of 1953. 71 57 
179 16 | 


Pending 


June 30 
4) 
OR 
105 
95 
06 
104 
Pending 
June 30 
42 
47 
4() 
‘) 
Pending 
June 30 
{8 
wi 
54 


Pending 


June 30 


‘OPA cases, including rent control, are separately listed because from 1945 to 1947 they constituted 4 
large portion of all civil cases commenced, although they required on the average a relatively smal! pr 
tion of court time per case for disposition during those years. 
follow. 


They are included in the tigure whic! 





i 
q 





1941 
1942 
1943 
1944 
1945 
1946 


1941 
1942 
1943 
1044 
1945 
1946 
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TABLE 2.—Cases commenced per judgeship 
TOTAL CIVIL CASES 


Southern district of Nevada | National 
LL SVE: 
| Cases com- 
menced per 
judgeship ! 


Fiscal year Cases com- 


menced per 
judgeship 


Number of | Cases com- 
judgeships menced 


1941 : 43 | 164 
1942 | ° 63 | 168 
1943 | 75 158 
1044 | 54 | 169 
1945 2 122 | 295 
1946 5 85 | 321 
1947 ¢ 89 | 71 
1948 71) 205 
1949 81 238 
1950 ‘ 93 222 
62 | 204 
74 


UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 


Southern district of | Southern district of 
Nevada | National Nevada National 
<2 a __| average: a _ | average: 
Fiseal year Cases com- Fiseal year Cases com- 
Cases com- | menced per Cases com- Cases com- | menced per 
menced per | judgeship ! cad cod | Menced per | judgeship ! 
judgeship henced | judgeship 


Cases com- 
menced 








23 83 1947 f f 162 
35 91 1948 ou } 3% 3 87 
100 || 1949 : 5 5 118 
36 113 1950 ‘ 5 53 109 
238 1951 25 | 2 93 
64 251 1952__. : : 110 


PRIVATE CIVIL CASES 





Southern district of Southern district of 
| Nevada National Nevada National 


average: = ae _| average: 
Cases com- Fiscal year Cases com- 
Cases com-| menced per —— Cases com- | menced per 
- Cases com- 
menced per | judgeship ! menced |™ need per | judgeship ! 
judgeship judgeship | 


| 

Fiscal year | 

| Cases com- 
| menced 
| 
1 
| 
| 


20 : 35 35 
1942 38 38 | 
1943 f " 31 31 | 
1444 5 40 | 
1945 | ‘ { 3 : 37 


1946... : ‘ 3 31 | 


1941 


See footnotes at end of table, p. 112. 
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TABLE 2.—Cases commenced per judgeship—Continued 
CRIMINAL CASES 





Southern district of | Southern district of 
Nevada National | Nevada Natior 
- Stes average: a averag¢ 
Fiscal year Cases com- Fiscal year | Cases co 





Cases com- | menced per Cases com- | Cases com- | menced 








| Cases com- menced | menced per | judgeshi; 





ce menced per | judgeship ! 
menced judgeship | judgeship | 
| } 
ccs 122 122 165 || 1947...... | 178 | 178 | 17 
603...... | 165 165 174 1948. 131 | 131 | 167 
Peinbsenkeen 221 | 221 190 || 1949_..._- 116 116 | 177 
1944__... 192 | 192 211 || 1950..___- 115 115 | 169 
aa 157 | 157 209 1951 sy 128 128 | 180 
1946_....... 168 | 168 | 171 || 1952.-....-- 95 95 | 177 
| | | 


1 This column includes all districts having purely Federal jurisdiction: 86 districts for 1949 and there- 
after; 84 districts before 1949. 


Because caseload figures are given to the nearest whole number, it is not always possible to derive exac 
totals by adding component parts. 


TABLE 3.— Time intervals in civil cases terminated in which a trial was held, for eac! 
° fiscal year beginning with 1945 
CURRENCY OF DOCKETS 
| Percentage of termi- 
| nated cases requiring 


| less than 6 months 
for the interval from 


Percentage of termi 
nated cases requi 
less than 3 mont! 
for the interval fr 

filing to disposition issue to trial 


| Total cases terminated 
after trial 


Fiscal year 
ss caepeeicaniiatatalicies Receacctecnes 
| 


Nevada National! | Nevada National ! 


| 
| 
| 

_ - _——— |— - — _ 


Nevada National ! | 


| | | 
Percent Percent Percent | Percent 


1945 LEtusieneceteGues 8 | 2, 883 12.5 | 29.6 | 25.0 | 32.4 
I an esisiion ican ae aaa 4 | 3, 421 25.0 | 29.3 33.4 
1947 a ese tee 11 | 3, 963 9.1 | 31.9 | 18,2 | 32.1 
1948 ex cmraains pans 7 | 4, 548 14.3 | 26.7 | 27.4 
1949 i hte sudan sean 16 | 4,847 | 28.5 | 6.3 | 28,2 
a Pe ae 11 | 5.020 92.3 |...... 24.5 
Rat RRR SC 15 | 5,035 20.8 : 21.9 
TE . cicaahaatianapaben | 5 | 4,707 [ooo oa. 21.1 20.0 | 22 8 
| 


1 This column includes all districts having purely Federal jurisdiction: 84 in 1945-48 and 86 in 1949-50 


The period from filing to disposition is the elapsed time from commencement to termination of the cast 
The period from issue to trial is the time from filing of the answer to the date trial is begun. 

Land condemnation, habeas corpus, and forfeiture cases are not included because they are not represent- 
ative of the time required for the general run of civil cases. 
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TaBLE 4.—Cases commenced per judgeship in the district of Nevada and in 86 
districts in the fiscal year 1952, by nature of suit 


Cases commenced per National 
judgeship average: 
a Cases termil- 
nated 1952: 
Percentage 
Nevada 86 districts reaching 
trial ! 


! cases: 


Percent 
Total cases 


United States cases ‘ ‘ : 9 
Private cases_- 3 , 14 


United States plaintiff 


Land condemnation 
Defense Production Act 
Fair Labor Standards Act 
Other enforcement 

Food and Drug Act 
Liquor laws ; 
Other forfeitures and penalties 
Negotiable instruments. .---- 
Other contracts . 
Other United States plaintiff 


United States defendant 


Habeas corpus_- 

TG Ge BGR hcp ddddntcccscasdoseds 
Tax suits. Es is 
Other United States defendant-_- 


Federal question 


Copyright : 

Emplovers’ Liability Act 
Fair Labor Standards Act_-_-. 
Habeas corpus 

Tarnes Act 

Miller Act 

Patent Te 

Other Federal question 


— > 
eI ONaN 


Diversity of citizenship 


Insurance . 
Other contracts 

Real property : 
Personal injury (auto) 
Personal injury (other 
Other diversity ‘ 
Admiralty pees i 

CO Ses amaiaskbreennadadsien e 95 177 





Chis column shows the percentage of all cases of each type terminated which reached trial in 86 districts 
ing purely Federal jurisdiction. It gives some indication of the types of cases which take a relatively 
ind a relatively small amount of court time. 


APPENDIX 15 
THe JupictaAL BUSINESS OF THE District oF NEW JERSEY 


New Jersey has six judgeships, the last of which was created in 1949. Judges 
Smith, Meaney, Modarelli, and Hartshorne are stationed in Newark, Judge 
Forman, the chief judge, in Trenton, and Judge Madden in Camden. The case- 
load per judge in the district is not heavy yet the large number of hard cases such 
as antitrust suits and patent cases has resulted in a considerable congestion of 
the dockets so that, for the last 5 years, litigants in the district have suffered a 
considerable delay in the disposition of their civil cases. This situation is shown 


32940—53— 
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by the following table giving the median-time intervals from filing to disposition 
and from issue to trial during the fiscal years 1948 to 1952, inclusive: 


Total cases terminated 


after trial | Median time intervals (in months) 


Fiscal year 


Filing to disposition Issue to trial 


National 
Jersey | y . 
— New en New | nyo 
National Jersey | National 


Jersey 


Despite valiant efforts on the part of Chief Judge Forman and the other judges 
during the past year and a half, the court has been unable to reduce the number 
of civil cases pending. There are now 20 antitrust cases and 44 patent cases 
pending in the district. Some of these, of course, take a very large amount of 
time. For example, the Government antitrust case against the General Electric 
Co. involving fluorescent lamps has been under consideration by Judge Forman 
for some months and requires an extensive opinion. This decision also involves 
@ complicated case against the General Instrument Co. which has also been 
submitted. A Government civil antitrust case against Procter & Gamble, 
Colgate Palmolive Peet, Lever Brothers and the Association of American Soap 
and Glycerine Producers will take a long time for trial, perhaps as much as 6 
months. Among other difficult cases which are pending is one by Samuel French 
v. U.S. Fidelity and Guaranty Company, etc. and seven related cases, each involv- 
ing a separate plaintiff or group of plaintiffs. The defendants comprise 69 surety 
companies. Malicious prosecution, false imprisonment, and conspiracy to drive 
lawyers and others out of business and to slander and libel them are the grounds 
of the action. Innumerable defense counsel are involved. Weeks have already 
been devoted to pretrial proceedings. Trial by jury is in prospect which it is 
estimated will take 4 to 6 months and will begin this spring. On the docket of 
the court are also 50 or more cases involving an explosion at South Amboy of 
munitions being loaded en route to Pakistan. Thirty lives were lost in this 
disaster and the town of South Amboy and its vicinity were rocked by the ex- 
plosion which caused millions of dollars of property damage. The real defendant 
in these cases is the United States. Some of them have been started in the State 
court, transferred to the Federal court and then remanded, but it appears that 
the issue will eventually have to be tried in the Federal court. These cases are 
not now ready for trial but there are a large number of motions and preliminar) 
proceedings in them which take much court time. A total of 8,000 plaintiffs 
are involved in this litigation. A list of pending antitrust and patent cases is 
appended to this report (see exhibit A). 

While the criminal cases in this district are not too numerous, they often involve 
long trials and at the present time a large and complicated narcotic prosecution 
is in the making from the Atlantic City area. Judge Philip Forman, chief judg 
of the district, has made the following statement concerning the need for an 
additional judgeship. 

“The district consists of the State of New Jersey. It has no formal divisions 
but for convenience of litigants it is separated into three vicinages—the northern, 
most thickly populated area where Judges Smith, Meaney, Modarelli, and Hart- 
shorne sit at Newark; the central where I sit and at Trenton and the southern 
where Judge Madden sits at Camden. The demarcations are flexible and judges 
interchange but this largely occurs only to meet emergencies since each judge's 
docket of untried cases is more than sufficient to keep him tied to his post. 

“The civil business of the district is the most time-consuming and I shall refer 
herein in the main to it. New Jersey lends itself naturally as a source of Federal 
litigation. Industrial, transportation, and commercial corporations are indigenous 
to it. Cradled as it is between the metropolitan areas of New York on the north 
and Philadelphia on the south, important and heavy civil litigation is attracted t 
this Federal court when its jurisdiction permits. 

“The larger portion of the business is, of course, centered in Newark. Since new 


industrial and commercial enterprises are constantly growing in Essex County ol 
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which it is the seat, business will continue to multiply there. In fact this growth 
manifests itself generally, particularly southerly along the main line of the 
Pennsylvania Railroad through Elizabeth and New Brunswick to Trenton. But 
during the period beginning with the recent construction of the Fairless Steel 
Works on the west bank of the Delaware a few miles south of Trenton followed by 
the literal mushrooming of numerous satellite manufactories and other plants and 
businesses on both sides of the river the Delaware Valley has experienced its 
greatest industrial and commercial expansion than in any similar period in its 
history. The steel plant is not yet completed but thousands of houses have 
already been constructed and commerce hums in the area. Although only the 
first impetus has been felt as yet, competent authorities predict that phenomenal 
increases in population and radical changes in the character of the area from 
largely rural and farming lands to industrial zones will occur in the coming decade. 
The intimation of this has already been felt in the Trenton and Camden vicinages 
of the court. Caseloads at these points are definitely on the increase. 

“During the past year each of the judges of the court has exerted himself to 
reduce the median time between the institution of a suit and its final disposition 
date and this has been reduced to 18 months while the median for all the districts 
is 12. It is doubtful that we can improve this situation during the coming year 
and it appears now that we shall be fortunate if we can hold the line. A growth 
or even continuance of this backlog simply means that justice must continue to 
be delayed to those seeking it in this court. 

“The character of the civil litigation in this district is such as to produce a 
plethora of interesting but difficult, complex, and complicated cases, time con- 
suming during the pretrial processes, the taking of the evidence, and, unless they 
are tried to juries (which many of them are not), are of the type which involve 
‘opious research before an opinion can be written and final judgment entered. 
Often a motion seeking the dismissal of a complaint or for a summary judgment 
upon the filing of an answer, in which lengthy arguments and voluminous briefs 
are submitted, involves more of a judge’s time than a protracted trial in the 
courtroom, and if the complaint is sustained we are still at the beginning of the 
case. 

‘““A cursory survey of cases now pending at Newark discloses many antitrust, 
patent, and miscellaneous matters. Four judges there cannot accomplish the 
task before them in anything like a reasonable time. It is impossible to predict 
with accuracy the amount of time each case will take but there is every indica- 
tion that each will present an abnormally lengthy trial followed by substantial 
periods for research and disposition. One case alone, that of the Government 
against the Western Electric Co., et al., for violation of the antitrust laws, I am 
informed by Government’s counsel, is expected to consume a vear for the trial. 
During that period, and thereafter, until the judge who hears it can dispose of it, 
the Newark bench will be reduced to three judges. One judge must always be 
available for the criminal work of the Government, leaving only two to carry on 
the balance of these heavy dockets. It is safe to say there are a number of other 
similar if not quite so lengthy cases, and it must be remembered that this is now 
only backlog to which the current and future business is to be accumulated. In 
the aggregate it represents years of judicial work. It is submitted that an addi- 
tional judge to aid in its liquidation presently and to buttress future accumula- 
tions is amply justified. 

“At Camden where Judge Madden conducts the court alone the criminal cal- 
endar, contrary to those of the other vicinages, evidences an upward trend. At 
the moment one of the largest narcotic prosecutions in the country is in the mak- 
ing emanating from the vicinage of Atlantic Citv. A long tria! involving the 
Communist issue faces the court. His pending criminal docket numbers 89 
cases including violations of probation and miscellaneous matters. His civil 
locket contains 247 untried cases. Confronted by his present workload Judge 
Madden has been obliged to work many more than tne convential hours of the 
week and has been without anv holiday during this summer session. 

‘At Trenton where the criminal business is of the smallest bulk in the district 
the civil cases are large and on the increase. In suits where litigants of the northern 
part of the State and Government agencies seated at Washington are parties; 
the fact that Trenton is considered the “halfway point’’ and that it is the capital of 
the State and other factors influence the allocation of many complicated cases 
to the Trenton vicinage. For example, during the recent past two very extensive 
private antitrust suits have been filed at Trenton: Slick Airways v. American 
Airlines, etal., and United Milk Producers v. Borden Co., etal. Pretrial proceedings 
have already absorbed many weeks of the court’s time. As of July 31, 1952, there 
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were 243 untried civil cases and 35 criminal cases. In addition the administration 
of the district, in itself a task requiring the expenditure of considerable time, js 
carried on at Trenton. It is therefore likewise submitted that it is reasonalh|; 
that another judge should be provided to reinforce the present two judges holding 
the Trenton and Camden vicinages. Not only is it advisable to relieve the 
present congestion by providing two additional judges for the district, but if we 
are to meet the imminent future influx of business it is no less than imperative.’ 
(Letter dated Aug. 29, 1952) 

It should also be noted that there is a considerable amount of condemnation 
business awaiting dis osition in the district. The number of pending cases is 23 


and those involve 48 separate tracts. The number of civil and criminal cases 194 

commenced at each of the three places of holding court during the first half of 1943 

the fiscal year 1953 as compared with the first half of the fiscal year 1952 has = 

been as follows: 1946 
Camden Newark Trenton Total 


Civil cases commenced: | 


July to December, 1951............--.-- 110 343 117 | 570 
July to December, 1952 hiaiiiahasiiaa aie 96 431 118 645 F 
Criminal cases commenced: 
July to December, 1951_...-.-- ieee 7 103 40 21 
July to December, 1952.............-.-..-- 54 89 38 | 18! 
1941 
— —e- inten anne — ee ee ee oT 1942 
“4s my . ° . = +43 
Since Judge Forman became chief judge on February 21, 1951, he has had no rr 
real vacation. He is an excellent administrator and has worked hard to bring the 1945 
court’s dockets up to date but in spite of his most strenuous efforts, about all h: Lem 


he has been able to do is to stay even. If the court is to serve litigants as it 
should, an additional judgeship is a necessity. This has been recommended by 
the judicial council of the third circuit and by the Judicial Conference of th: 
United States. The increase in civil litigation indicated by the figures for th 
first half of the current fiscal year is about 15 percent over last year. Ther f 
seems little doubt that the civil docket will fall farther behind unless additional 
judicial help is provided. Civil cases pending on December 31, 1952, by nature 


4 . P 7 r op . 1941 

of suit are listed in exhibit B attached. The total of 1,355 pending compares 1942 
with 1,222 pending on December 31, 1951. Corporate reorganizations pending 1943 
are shown in exhibit C. Statistical tables showing the business of the district aaa 
for the last 12 years are also attached. 1946 

Respectfully submitted. 
WILL SHAFROTH, 
Chief, Division of Procedural Studies and Slatistics, 
Administrative Office of the United States Courts. 

Fesruary 21, 1953. — 
I 
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TABLE 1. 


District or NEw 


JERSEY 


of each year, beginning with 1941 


TOTAL CIVIL CASES 














UDGES 
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Cases commenced and terminated, by fiscal year, and pending at the end 



































| 

ee Com- Termi- | Pending | iia ’ | Com- Termi- | Pending 

Fiscal year menced nated June 30 |} Fiscal year | menced nated June 30 
ib acnssceak 950 1,006 | 858 || 1947... ab ee | 1,838 
1942__- saad 935 890 903 || 1948....... | 1, 083 1, 634 
a ee 1,025 903 | 1,025 || 1949._..... 1,037 | | 1, 522 
ERAS 4. >.< | 944 1,043 926 |} 1950_... ss 1, 069 j 1, 427 
RS, Fo. | 2, 171 1, 753 1, 344 eit seieitiadice nied 1,129 1, 226 
Mie } 2, 786 1, 853 i ssthpenntytedeadoneactie 1, 196 1,199 
Gidbaewees ea el ea a 

UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 
[OPA cases are in parentheses !] 

——y ca . cali i 

—_ Com- Termi- | Pending || en eee Com- Termi- | Pending 

Fiscal year menced nated June 30 Fiscal year menced nated June 30 

a kala otis i shines ac LOM ck aie ass al aan Vie 

OE knee nical 507 518 | 329 || 1947__. 1, 148 (647)| 1, 391 989 
1942 507 475 | 361 || 1948....... 519 (73) 740 768 
OR os tenet 677 (34) 494 | 544 1949___ 494 (115) 551 | 7il 
44 654 (239)) 702 | 496 1950_.._- 582 (121) 654 | 639 
RS 1, 824 (1, 489) | 1, 532 788 || 1951......... 669 (276) 72 587 
ee a oi 414 (1, 895) | 1,970 | 1, 232 Ibsen 748 712 623 

PRIVATE CIVIL CASES 

- Com- Termi- Pending ss |} Com- | Termi- | Pending 

Fiscal year menced | nated | June 30 Fiscal year =| menced | nated | June 30 
Wi 3, 2 eatebs 443 | 486 | 529 732 849 
1942 . 428 415 542 564 866 
Og eee 348 409 | 481 543 | 811 
| ar | 290 341 | 430 487 788 
1945 . aan 347 221 | 556 460 609 | 639 
Wi vinscantaadesd 372 307 | 621 448 511 576 

CRIMINAL CASES 
[Cases transferred are not included in “‘Commenced”’ and ‘‘Terminated” columns] 
: a Cc oi I vA 
Denaiil td om- | Termi- | Pending Sia i Com- Termi- ending 
Fiscal year menced nated June 30 Fiscal year menced nated June 30 
Sistas kilvaaiiteSde "= Be: picnic ach ee ck eee 
218 325 241 || 1947.....- 473 567 | 180 
412 358 295 || 1948 el 299 362 129 
700 709 286 || 1949 <i 321 310 155 
1,012 1, 133 165 || 1950....-.-------- 536 444 262 
847 624 388 ea haltek 322 425 160 
600 726 262 See 376 381 162 
L 











| OPA cases, meine rent control, are separately listed because from 1945 to 1947 they constituted a large 
proportion of all civil cases commenced, although they required on the average a relatively small proportion 


f court time per case for disposition during those years. 





They are included in the figure which they follow. 
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TABLE 2.—Cases commenced per judgeship 
TOTAL CIVIL CASES 


| New Jersey 
a ite ann National ay- 

| erage: Ca 
} commenced 


Cases commenced 


Fiscal year Number of 














judgahins [OO ~SCé—perr Judae- 
ae Perjudge- | Ship! 
Total ship 
$$$ $____________ - — | = 
1941___. Se St sa peecuaaen aa 5 | 950 | 190 | 164 
1942 cael ants beicncciincscthes 5 935 | 187 | 168 4 
ae ; ; see 5 1, 025 | 205 | 15s a4 
1944 ahieduanke 4 O44 236 l 1947 
1945 ais ae 5 | 2,171 434 | 2 4s 
1946 a eek 5 | 2, 786 | 557 M6 
1947 . i mvobated ue 5 | 1, 880 | 376 271 ) 
1948 __- _—e" . pciahnwdindon 5 | 1, O83 217 205 } 
1949 : senbbeucabas 5 |} 1, 037 207 238 952 
___ oa saan kanusadtined 6 | 1, 069 178 229 
1951__- sat aa pociiecouanneasl 6 | 1, 129 188 | 24 
SE. cnicvbdnedébadcesdnnsdeantusdchbenbainenious 6 1, 196 199 2 
UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 
| es iad a | v ‘d 
New Jersey National New Jersey | Nati W 
e—_—_—_—— average: SE —| aver ry 
Fiscal year | a Cases com- Fiscal year | Dalia de Cases « Phe 
Cases com- | ©8S€S COM-| menced per | Cases com- | ©8S€S COM=| Thane I 
| menced |™Menced per) judgeship ! | menced | ™menced Per) judy, ¢ 
| judgeship — | judgeship 7 "= | 
_ | — — — ———— | —_——_ — —— - Fed 
1941. 507 101 | OT BP ccncenensl 1, 148 | 229 en 
1942 507 101 91 1948__.. | 519 | 104 ote 
1943... 677 | 136 100 1949 | 44 99 The 
1944 654 164 113 || 1950... 582 97 | . 
1945 . 1, 824 365 238 || 1951 669 111 sce 
1946 nesnsl 2,414 483 251 1952 > 748 125 l F 
PRIVATE CIVIL CASES 
- 1 * 4 
| New Jersey National New Jersey | Nationa 
Fiscal year | Cases com> Canes emt Fiscal year ped | v4 n ‘e se Canes 
Cases com-| menced per | Menced per | Cases com- aad per | enced 
| menced | judgeship judgeship ! menced | judgeship | Judges 
| “| . st iateniolen 3 —_ 
Pe baas well 445 | 89 | 82 Pe ions 732 | 146 | 
1942 428 | 86 77 || 1948 564 | 113 | l 
1943... | 348 | 70 58 || 1949 | 543 109 | 12 
1944 . | 290 73 56 1950 | 487 81 ] 
1945_._- | 347 69 57 1951 ace 460 77 | lil 
1946___. oa 372 74 70 1952 enact 448 75 | 12t 
CRIMINAL CASES 


| National 
average 

| Cases com- 

menced per 


New Jersey New Jersey 





—| average: 
Cases com- 
menced per 


| National || 
|| Fiscal year 


Fiscal year Cases com- 


| menced per 


ln 
| Cases com- 


ases ¢ - 
| menced per Cases com 


Cases com- 








menced judgeship judgeship ! menced | judgeship _— shir 
| 

1941... 218 | 44 | 165 || 1947..........| 473 | 95 | 1 
| 412 | 82 | 174 || 1948.......---| 299 | 60 | 167 
1943___- 700 140 190 || 1949....----.-| 321 | 64 | 177 
1944..... 1,012 | 253 | 211 || 1950 Sal 536 | 89 | 169 
1945.... 847 169 OP Ti TOGE cn scee! 322 | 54 | 

EE 600 | 120 | BF Foi nkccncess 376 | 63 | 177 


! This column includes all districts having purely Federal jurisdiction: 86 districts for 1949 and thereafter; 
84 districts before 1949. 


Because caseload figures are given to the nearest whole number, it is not always possible to derive exact 
totals by adding component parts 
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TasLE 3.—Time intervals in civil cases terminated in which a trial was held, for 
each fiscal year beginning with 1945 
CURRENCY OF DOCKETS 


Median time intervals (in months) ! 
Total cases terminated 
after trial 


Fiscal year Filing to disposition Issue to trial 


| 
| 
New Jersey) National 2 | New Jersey, National ? | New Jersey| National ? 


} 
194 sn en terion niga 37 | 2, 883 | 20.7 9.0 10.5 | 5.3 
Mt 87 3, 421 | 311.2 8.9 6.7 | 5.0 
1947 E ‘ | 148 | 3, 963 | 37.3 9.0 5.4 | 5.1 
48 a 85 | 4, 548 | 20.1 | 9.9 12.6 | 5.8 
49 = Bere 136 | 4) 847 | 20.3 10.4 12.6 | 5.9 
195K ; : eee 105 | 5, 020 | 19.8 11.2 12.5 6.7 
1951 eae 141 | 5, ORS | 24.3 12.2 13.8 73 
1 129 | 4, 767 17.4 12.1 10.7 7.0 


| 
1 The median time interval from filing to disposition is computed by arranging all cases terminated during 
the year, in which a trial was held, in order according to the time from filing to disposition, from the lowest 
the highest. The median time is then the time required for the middle case of the series or if there is 
en number of cases, it is the average time fer the 2 middle cases. The same procedure is followed 
letermining the median time from issue to trial. The median instead of the average is used because it 
prevents distortion of the result by a few nontypical long or short cases. No median has been computed 
where there were less than 25 cases. 





The period from filing to disposition is the elapsed time from commencement to termination of the case. 
rhe period from issue to trial is the time from filing of the answer to the date trial is begun. 

Land condemnation, habeas corpus, and forfeiture cases are not included because they are not representa- 

e of the time required for the general run of civil cases. 

2 These columns show the number of cases and the median time intervals for all districts having purely 
Federal jurisdiction (86 districts for 1949 and thereafter; 84 districts before 1949 

Che period from issue to trial and from filing to disposition for the fiscal years 1946 and 1947 for the district 

yf New Jersey has been influenced by the trial of a number of veterans’ reemployment cases, which were 
given priority and disposed of very promptly. These are not a measure of the normal progress of litigation. 
There were 13 of these cases tried in 1946 and 61 in 1947. If they are eliminated, the medians for the 2 years 
would be: From filing to disposition, 1946, 13 months; 1947, 16.1 months; and from issue to trial, 1946, 8.2 
months; and 1947, 13.3 months. 





























120 


TABLE 4. 


ADDITIONAL CIRCUIT AND DISTRICT JUDGES 


districts in the fiscal year 1952 by nature of suit 


Cases commenced per 


judgeship 


Cases commenced per judgeship in the district of New Jersey and in 8¢ 


National 
averag 
Cases ter 


nated 1952 
Percentage 


New Jersey | 86 districts reaching 
trial 
Civil cases: Perce 
Total cases _ - 199 236 2 
United States cases ciademmtim anneal 125 110 
PR cna cinGsric nent cnmdpgaeeeawendekauetud 75 126 $ 
i a en eee ae ee 108 87 f 
Land condemnation _ - ‘ 1 5 
Defense Production Act 55 27 ) 
Fair Labor Standards Act 4 3 
Other enforcement Ss 2 
Food and Drug Act 11 9 
Liquor laws ‘ 1 3 oN 
Other forfeitures and penalties - 4 6 7 
Negotiable instruments be 17 18 9 
Other contracts 5 8 { 
Other United States plaintiff_ —- 2 7 t 
United States defendant. - 17 px 2 
Habeas corpus 4 
Tort Claims Act 9 4 7 
Tax suits 4 5 9 
Other United States defendant 4 10 x 
Federal question 17 38 
Copyright 2 1 ) 
Employers’ Liability Act 2 6 2 
Fair Labor Standards Act... 1 1 l 
Habeas corpus 2 3 
Jones Act 3 ll 7 
Miller Act 1 2 
Patent 3 3 17 
Other Federal question 5 12 l4 
Diversity of citizenship. -_............--.- 56 75 7 
Insurance 3 12 14 
Other contracts. - 9 12 8 
Real property - Smnenit 2 | 2 a 
Personal injury (auto) - .. 21 | 28 | 17 
Personal injury (other) - . - -- ; 16 14 | 7 
Other diversity -- : 4 | 6 8 
Admiralty 2 14 7 
Criminal cases 63 | 177 s 


1 This column shows the percentage of all cases of each type terminated which reached trial in 86 districts 


having purely Federal jurisdiction. 


large and a relatively small amount of court time. 


APPENDIX 16 





It gives some indication of the types of cases which take a relatively 


Tue JupiciAL Business OF THE District or NEw MExIco 


The State of New Mexico consists of a single judicial district and has one 
district judge, former Senator Carl A. Hatch. 


The civil caseload of cases com- 


menced in the district showed an increase in the fiscal yeer 1952 of more than 
one-third over the previous fiscal year and of 72 percent over the last prewar 
year, 1941. This increase has been maintained in the first half of the current 
year when the number of civil cases filed was 142 compared with 108 in the first 
half of the previous fiscal year. Civil cases commenced, terminated, and pending 


for the past 5 years and for the first half of the fiscal year 1953 have been 45 
follows: 
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| zs eee | enn re Pqerwe es 
a | Com- Termi- | Pending hi a Com- Termi- | Pending 
al year menced nated | June 30 Fiscal year | menced nated | June 30 
SE ae nal —_——_—~ —, ———_—_— —_ __ —_ — a) 
8 | 115 154 | 81 |! 1951__-_- 169 170 109 
| 164 122 | 123 1952 229 221 117 
| 176 | 189 110 First half of 1953 142 96 163 

' ' 


It will be noted that although the number of civil cases commenced annually 
practically doubled from 1948 to 1952, that is, from 115 to 229, the number of 
ling cases increased in a much smaller amount from 81 to 117 and as of June 

(0) was still low compared with most 1l-judge districts or with the national average 

259 civil cases pending per judge. During the first half of the present fiscal 
ear, however, the pending figure climbed to 163 civil cases on December 31, 1952. 
This compares with 118 pending civil cases at the end of the previous calendar 
vear. Special attention should be given to the private civil cases as normally 
these take on the average from 2 to 3 times as much time of the judge as do cases 

which the United StateS is a party. The private civil cases in this district 

ve shown @ great increase in the last 5-vear period. In 1948 the number filed 

s 58 while in 1952, it was 159, not far from 3 times as many. It is of considerable 
significance that this figure of 159 exceeds the national average per judge of private 

il cases commenced, which was 126 in 1952, by more than 25 percent. Di- 

rsity of citizenship cases commenced were 104 compared with the national 
average of 75 per judge. These cases usually produce a comparatively high pro- 
portion of trials. During the first half of the fiscal year 1953, 96 private civil 
ases were filed compared with 80 a year previous. It is thus apparent that the 
increase in civil business noted last year is continuing. 

The number of criminal cases filed in the district is large but includes many 
immigration cases concerning Mexicans crossing the border illegally. Out of 529 
criminal eases commenced in 1952 about 300 were of this kind. These are nor- 
nally disposed of expeditiously after a plea of guilty and do not involve many 
trials. But even without these cases, the number of criminal cases filed annually 
substantially exceeds the national average per judge as is shown by the following 
table: 

Number of criminal cases filed annually 
All crimjnal cases ee 


National National 
New Mexico | average per | New Mexico| average per 
judge judge 
ts Ree oes Pee ee 610 167 | 226 125 
WM Soe eee or aes a eacenes 589 | 177 | 191 123 
Os iconks saaauiimccaiteuth boas ee ated 1, 038 169 | 163 116 
TE tidied Reh ae at il ae a ee ee 580 180 244 106 
SUUD sinstcnisunieelatit, ahs Madi tance tpamadeaamen ae adie 529 177 227 112 


The number of trials in this district also has increased, which adds to the load 
being carried by the judge. In the fiscal year 1952 there were 88 trials, 49 of 
which were civil trials and 39 criminal trials. Almost all of the criminal trials 
were jury trials but only about 40 percent of the civil trials were tried with a jury. 
The number of trials in 1952 was over twice the national average per judge. Civil 
and criminal trials for the last 5 years are as follows: 


Trials 


Civil | Criminal 





Total an 


Court Jury Court | Jury 
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In spite of the large number of trials in this district, its record for currence 


the dockets is excellent. 


with the 


national 


During each of the last 5 vears, the median period f: 
filing to disposition and from issue to trial of civil cases tried was consider: 
below the national median as is shown in table 3, attached. 
from filing to disposition i 


n eases tried in this court was 5.9 months compar 


median of This splendid record is due to 


12.1 


diligence and ability of Judge Hatch. 


the Judicial Conference of the United States at its September meeting in 14 


months, 


In 1952, the med 


The judicial council of the 10th circuit 


recommended an additional judge in this district on a temporary basis to re] 
Statistical ta 
showing the business of the district over the last 12 vears are attached. 

Respectfully submitted. 


Judge Hatch from the strain | 


Marcu 2, 1953. 


District oF NEW 


Witt SHAFROTH, 
Chief, Division of Procedural Studies and Statistics, 
Administrative Office of the Unitec 


Mexico 


ie is under at the present time. 


] 


i 


States Courts 


TABLE 1.—Cases commenced and terminated, by fiscal year, and pending at the 


of each year, beginning with 1941 


TOTAL CIVIL CASES 











eee Com- Termi- | Pending aa aes Com- Termi- 
Fiscal year | menced nated June 30 Fiscal year menced | nated 
—_———______|_-—_ pee incerenc encey t 
1941 | 133 147 | 52 || 1948... 115 15 
1942 137 | 98 | a1 |) 1949 164 | 12: 
1943 Se | 125 97 119 |} 1950....... 176 | 189 
1944___ ; | 138 106 | 151 || 1951 169 | 170 
1945 | 194 234 | 111 || 1952 229 | 221 
1946 | 214 | 213 | 112 || First half of 1953 | 142 | 96 
Ge isawesesen | 142 | 134 | 120 | | 
ne a2 a | e oe ae | 
UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 
[OPA cases are in parentheses !] 
aa Com- Termi- | Pending Pai - Com- Termi- 
Fiscal year menced nated June 30 Fiscal year menced nated 
= hana dacs —|— ssc talina es Saciaeiapechetdh Sabcanddehecnd 
1941__- 60 76 25 || 1948 57 = (4) 73 
1942... . 76 49 52 1949 72 = =(12) 62 
a 83 (2) 59 76 1950... 80 (6) 85 | 
1944 88 (16) 61 103 || 1951 76 (1)} 74 
1945 151 (93) 162 92 || 1952 70 = (7) 79 
1946 154 (118) 163 83 First half of 1953 46 (7) 238 
1947... 77 = (34)} 85 | 75 < 
PRIVATE CIVIL CASES 
Nis i Com- Termi- | Pending a ye Com- Termi- 
Fiscal year } menced nated June 30 Fiscal year | menced nated 
1941... a 73 71 27 || 1948 eis | 58 | 81 
1942. _. wt 61 | 49 | 39 || 1949_.._- 92 | 60 
1943... 42 | 38 | 43 1950._. - ions 96 | 104 
1944 50 45 | 48 |) 1951... eae 93 | 96 
1945 43 72 19 || 1952 | 159 | 142 
1946... 60 50 29 || First half of 1953_-| 96 68 
Watdba. a: | 65 49 | 45 | 


Pending 
June 3 


Per 
June 


1 OPA cases, including rent control, are separately listed because from 1945 to 1947 they constitut 
large proportion of all civil cases commenced, although they required on the average a relatively s! 
proportion of court time per case for disposition during those years. 
which they follow. 


They are included in the 


j 
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M4 
44 
45 


1946 


1941 


1943 
1444 
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ng M41 


142 
1H43 
44 


104 
iva 





ADDITIONAL CIRCUIT AND DISTRICT JUDGES 123 


Cases commenced and terminated, by fiscal year, and pending at the end 
of each year, beginning with 1941—Continued 


CRIMINAL CASES 


[Cases transferred are not included in “Commenced” and “T 


Com- Termi- Pending 


menced nated June 30 Fiseal year 


scal year 


231 
419 
381 
512 
730 


1,031 


TABLE 2.—Cases commenced per judgeship 


TOTAL CIVIL CASES 


New Mexico National New Mexico National 

aa average: - iverage: 
‘ases com- ‘ij y . Cases com- 
menced per Number of 4S€S COM | menced per 
judgeship ! judgeships | “ja cas! judgeship! 


ul year Cases com- 
menced per 
judgeship 


| Number of 
judgeships | 


164 || 1947...... 1 
: } 168 1948 
2! | 158 1949 


169 1950 : | 176 | 
295 1951_... _ 169 
328 |i 1068......... 229 | 


UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 


, nr Toti € 
National New Manic. National 
average ceaiaet ates average 
. > ases Com- : 

Cases com- Fiscal year : ~~ Cases com- 
. menced per 
| Mmenced per menced per 


judgeship ! judgeship | judgeship ! 


New Mexico, 
cases com- 
menced per 
judgeship 


60 83 || 19417 4 77 | 162 
76 | 91 1948. ; 57 87 
83 100 1949. aien 72 118 
SS 113 1950__. 80 109 
151 238 1951 76 93 
154 | 251 1952 70 110 


PRIVATE CIVIL CASES 


i 
: 82 1947 

) 1948 

can 4: | 1949 

, ; 50 | 56 || 1950 
45 J | 43 | 1951 
1M6__.. : , 60 | 1952 


See footnote at end of table, p. 124. 
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TABLE 2.—Cases 


New Mexico, 
cases com- 


Fiscal year menced per | 


judgeship | 
1941... 288 | 
1942 326 
1943 471 
1944 333 
1945 401 
1946 , 738 


menced per | 
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commenced per judgeship—Continued 
CRIMINAL CASES 
tae || 

National | 


average: 
Cases com- 


New Mexico, 
cases com- 
menced per 
judgeship 


Fiscal year 


judgeship! | 


165 1947 1, 086 
174 1948 . 610 
190 || 1949__. 589 
211 || 1950 | 1, 038 
209 || 1951 | 580 
171 || 1952. . 529 


1 This column includes 86 districts for 1949 and thereafter; 84 districts before 1949. 


Because caseload figures are given to 
totals by adding component parts. 


TABLE 3.— Time 


Cl 


the nearest whole number, it is not always possible 


intervals in civil cases terminated in which a trial w 
each fiscal year beginning with 


1945 
JRRENCY OF DOCKETS 


Total cases terminated 


a 


fter trial 


Natic 
avera 
Cases 


menced 


judges 


to derive 


as held 











Fiscal year Filing to disposition Issue to trial 
| Wider bere vail ew ee ae a ee 
| Mexico National ? Mexico National * Mexico ” 

1945 34 5.7 9.0 | 2.3 | 
1946 25 4.8 8.9 2.4 
1947 24 oe tpnesces 

1948 32 7.6 9.9 3 
1949 30 6.9 | 10. 4 3.{ 
1950_. 35 7.7 11.2 | 2. 
1951 35 6.2 12.2 | 3. 
1952_.. 47 5.9 12.1 2. 


1 The median time interval from filing to disposition is computed by arranging all cases terminated du 
s held, in order according to the time from filing to disposition, from the 
The median time is then the time required for the middle case of the series or if ther 
The same procedure is follov 


the year, in which a trial w 
to the highest. 
even number of cases, it is the average 
determining the median time from issue 
vents distortion of the result by a few nc 
there were less than 25 cases, 


The period from filing to disposition is the elapsed time from commencement to termination of the cas 


The period from issue to trial is the time 


Land condemnation, habeas corpus and forfeiture cases are not included because they are not representa 
tive of the time required for the general run of civil cases. 
2 These columns show the number of cases and the median time intervals for 86 districts for 1949 and 
thereafter; 84 districts before 1949. 


time for the two middle cases. 
» to trial. The median instead of the average is used 
mntypical long or short cases. 


from filing of the answer to the date trial is begun. 


becauss 


No median has been computed wher 
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[ante 4.—Cases commenced per judgeship in the district of New Mexico and in 86 
districts in the fiscal year 1952 by nature of suit 


Cases commenced per National 
judgeship | average: 
Cases termi- 
nated 1952: 
Percentage 














New Mexico | 86 districts reaching 
trial! 
Civil cases: Percent 
otal cases nth i 229 236 12 
United States cases 70 | 110 9 
Private cases. - . . : 159 126 14 
United States plaintiff ------- Sonia 7 ‘ 60 | 87 | 6 
Land condemnation 4| 5 |. 
, Defense Production Act és 7 27 | 9 
Fair Labor Standards Act. - -- ae 3 | 6 
Other enforcement 2 | 2) 10 
Food and Drug Act_- 13 9 | 1 
Liquor laws... ... = ‘ 2} 3 | 28 
Other forfeitures and penalties - ; j ; 5 | 6 | 7 
Negotiable instruments 21 18 | 2 
Other contracts. - --- i | 1 S 4 
Other United States plaintiff... .....- ae 5 7 6 
United States defendant ----..--..--- 10 | 23 | 21 
————— ss eS 
ON ON iio hdes ee niaowine ; 7 , si 4 16 
} Tort Claims Act_-.-. mebenwobeien bce 7 4 27 
mie Tax suits -.-- Lemans 1 5 21 
Other United States defendant. -__-- 2 10 20 
Ti ssa ss-s-=- a 
WedRr Rh CI aioe ete tr icewtiin wesc i endiinmsiekt ‘i 55 38 | 13 
Copyright. eins : anon ; aan 1 9 
Employers’ ey iability Act. ‘ a 2 6 21 
Fair Labor Standards Act--- ‘ , 1 | 1 12 
Habeas corpus. .---- 17 3 5 
PE ACTELS debnlcladtknieadalensan ah do aecus asaekwaeawkesadae aes 11 7 
WEE RR de ccna ccc ' ml = a 27 | 1 12 
Patent aii stipes ib wit wipe: dviegitie ie dihebacuebncnedienes 3 17 
7 Other Federal question _ - Sot ecie 8 | 12 | 14 
Diversity OF AID: oc io. 5 de ienndesccweesicece 104 | 75 | 17 
e Insurance _. menage eeiia aie nee - inal - 10 | 12 14 
vest Other eontracts_- ssane < . . S 20 | 12 18 
S ar Real property -- i wanes idipatinind 19 | 2 20 
Personal injury (auto). .------ rae ‘ 31 | 28 17 
Personal injury (other) Kanannete 20 | 14 | 17 
SUNG WE corr cis baccackcaudctusclaudenaun wad 4 6 | 18 
Adn DE = icin retain ebnntndesedeudiadihin tin itbieas ms 14 7 





RO ee anions biaoadeoeneane 529 177 8 


_ ! This column shows the percentage of all cases of each type terminated which reached trial in 86 districts 
having purely Federal jurisdiction. It gives some indication of the types of cases which take a relatively 
large and a relatively small amount of court time. 
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APPENDIX 17 
Tue JupicraL BusINEss OF THE SOUTHERN District or New YorK 


The southern district of New York continues to be further in arrears than any 
other district. The number of civil cases filed in 1952 was 5,453, compared with 
4,946 last year. This was 341 new civil cases per judge compared with the na- 
tional average of 236. Cases terminated were 280 less than those commenced, 
with the result that the pending caseload rose to 11,428. This is a new peak and 
ls a continuation of a steady climb since the end of 1943 when the figure was 3,493. 
The number of private cases pending has also more than tripled since that time 
and as of June 30, 1952, stood at 8,960. This district with 16 judges has more 
than one-fifth of the civil cases pe nding in all 86 districts having purely Federal 
jurisdiction, for which there is a total of 202 judgeships. The calendar com- 
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missioner’s estimate of the time now required to reach a case after joinder of issue 
is 35 months for jury cases, 26 months for nonjury, and 27 months for admiralty. 
The Administrative Office figures indicate that the median interval from filing to 
disposition for 258 civil cases terminated after trial in 1952 was 41.2 months 
while the interval from issue to trial was 33.1 months. The type of cases in this 
district must also be taken into account in considering the caseload. More than 
half of all admiralty, copyright, and Jones Act cases pending in the courts of the 
86 districts are in the southern district of New York, almost one-third of all privat; 
civil cases, and close to one-fifth of all Employers’ Liability Act cases, patent cases, 
and Government antitrust suits. The Judicial Conference has recommended 3 
permanent and 2 temporary judgeships for this district and the conditions above 
described indicate the urgent need for this legislation. 

As there are now 16 judges in the district, this will raise the number to 2] 
There can be no question that relief is badly needed in this district. While thy 
State courts in New York are far behind in jury negligence trials, in civil actions 
other than those negligence cases involving jury trials, the State courts now mak 
a better showing than does the Federal court. <A period of 3 years in reaching 
trial in the Federal court not only practically denies civil litigants their day in 
court but also reflects badly on the entire Federal court system. The questio1 
which is important in this connection is not whether relief should be granted but 
rather the extent of the relief to be granted. The recommendation of the Judicial 
Conference for 5 additional judgeships, 3 permanent and 2 temporary, was mac 
after careful consideration. If adopted the total permanent addition to the staff 
of judges will be 3, 2 additional temporary judgeships being provided in order to 
assist in bringing the dockets up to date. It should be stated candidly that it 
seems probable at the present time that 3 additional permanent judges will not bi 
enough to handle the business of the district. If 3 additional judgeships had been 
in existence during the year 1952, the civil caseload per judge of incoming cases 
would have been 303 per judge compared with the national average of 236. If 
there had been 21 judgeships in the district during 1952, the civil caseload per 
judge would have been 250 civil cases compared with the national average of 236 

The following table A shows the number of civil cases and the number of privat: 
civil cases filed per judge in this district as compared with the national average 
for each fiscal year from 1941 to 1952 and for the latter vear shows what the case- 
load would have been compared to the national average if there had been 2! 
judges in the southern district of New York, instead of 16. In most of the past 
12 vears the caseload per judge has been at least 50 percent above the national 
average, and even with 21 judges in 1952 it would have substantially exceeded the 
national average. Private cases are listed separately because on the average 
they take more judicial time than cases in which the United States is a party. 
Even with 21 judges the private caseload per judge in New York would have been 
over 50 percent above the national average. 





TaBLe A.—Number of civil vases filed per judgeship in the southern district of 
New York compared with the national average, 1941-52 


F 
| | Total civil cases filed | Private civil cases filed 
per judgeship per judgeship 

| | 


Number of 

















Fiscal year judges | 
| New York} National | New York National 
| | (southern) | average ! | (southern) average ! 
Pek stnenp ats eaten 13 277 | 164 | 184 82 
1042... nupheeetetetnundas weasnone | 13 214 168 | 155 7 
1943... a 13 | 227 | 158 152 | 
i scisttidhas sve XEeaceap line «agteepacanaemmiaes 212 | 379 | 169 | 157 | it 
Sepeneas sii - 12 558 | 295 | 141 | qi 
ses ' cemaieiin pabiet | 12 541 321 | 139 7 
1947... 12 614 271 304 109 
MIG ccnciccis | 12 | 491 205 359 | 7 
RT  cesiestebneiieced berets ansenermenan action — 12 | 448 | 238 | 326 | 121 
Bw ace<- ie aod 316 | 326 | 222 240 | Il 
Daw cncscte ; so 16 | 309 | 204 231 | 1 
ile wind dicks Hed nice di Siecle a — 16 | 341 236 | 253 | 1% 
Sikingin pemen <u ee } $21 | 260 | 231 193 | 13 


| | 
| ' | ' 


1 The average number of cases filed per judge for all districts having purely Federal jurisdiction: 84 from 
1941 to 1948, 86 thereafter. 

2 Temporary judgeship expired. 

34 new judgeships created by act approved Aug. 3, 1949. 

4 Including the number of judges recommended for New York (southern) by the Judicial Conference. 
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lable B which follows gives the same type of comparison for civil cases which 

pending. It shows that the civil cases pending per judge in this district are 

er twice the national average and private civil cases pending per judge are 

almost 4 times the national average. If the district had had 21] judges on June 30, 

1952, the number of civil cases pending per judge would have been 544 compared 

" a national average of 253, and the number of private civil cases pending per 
;udge would have been 427 compared with a national average of 151. 


TanLE B.—Number of cases pending per judgeship at the end of fiscal years 1941-52 
\I I ( judg } ‘ y } 
in the southern district of New York compared with the national ave rage 


| Total civil cases pend- | Private civil cases pend- 
| ing per judgeship | ing per judgeship 
= Number of 
Fiscal year ee 7. - ———< 
’ judges | 
New York National | New York | National 
(southern ,Vverage southern) average ! 


Sl 
74 
64 
62 


66 
as 
‘4 


109 
131 
144 
139 
143 


151 


The average number of cases pending per judge for all districts having purely Federal jurisdiction: 84 
from 1941 to 1948, 86 thereafter 
lemporary judgeship expired 
}4 new judgeships created by act approved Aug. 3, 1949 
‘ Including the number of judges recommended for New York (southern) by the Judicial Conference. 


On June 30, 1952, there were 11,428 civil cases pending in the southern district 
of New York with 16 district judges to dispose of them. In all 86 districts having 
only Federal jurisdiction there were 52,3385 civil cases pending before 202 district 
judges. The southern district of New York had 21.8 percent of the pending 
cases but only 8 percent of the judgepower. If the number of judges in the dis- 
trict had been increased to 21, the propertion of judges would have been 10.1 
percent. Table E which follows shows the percentage of each type of a few 
kinds of cases pending in this district to the number pending in &6 districts on 
June 30, 1952. 


TaBLE E.—Cases pending in the southern district of New York and in 86 district 
courts ! on June 30, 1952 


Cases pending in Percentage of 


total pending 
in New York 
(southern) 


Nature of suit of pending cases 
New York 


86 districts southern 


All civil cases 

A ralty cases 

Jo Act—seamen’s cases 

Copyright 

Patent 

Employers’ liability—railroad employees 
Antitrust suits by United States 

Private civil cases 

Number of judgeships 


186 United States district courts having purely Federal jurisdiction 
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It is not necessary to point out that this district has a large number of yer, 1st 
long and hard cases. The first Communist trial of Judge Medina is fresh in th 1D) 
publie recollection. The second Communist case which took a period of abou 
9 months has just been finished. The antitrust case against the investment 
bankers has been going on for a period of 2 years and is still not finished. The 
long case against Provoo has just been finished after lasting since October. Long 
hard antitrust cases are almost commonplace in their frequency. In genera| 


the situation shows no prospect of getting better. In the first half of the fisca the 
year 1953, 2,979 civil cases were filed in this district as compared with 2,555 ( 
during the like period of the previous fiscal year. The increase was 16 percent | 


The backlog in the district is staggering. As of June 30, 1952, there wer 
11,428 civil cases pending of which 8,960 were between private litigants. ‘J 
number of cases on the calendar awaiting trial has steadily gone up and is 1 
in excess of 6,100. \ 
Table C which follows shows the number of cases on the civil and admiralt 
calendars at the end of each fiscal year from 1940 to 1952 and on December 3] 
1952: 


TABLE C.—Number of cases on the calendar of the Southern District of New \ 
at the end of each fiscal year, 1940-52 


CASES PENDING ON THE CALENDAR 














I 
Fiscal year Total Jury Nonjury Admiralty ae 
OD oscicccausbniaceentnntetnucndaentgleintde 1,681 | 794 659 | 2s ‘ 
, 701 | 720 730 2 ee 
457 697 | —\ 
220 276 “ 
324 321 “7 
473 357 ‘ - 
676 815 1 
1, 252 | 1,047 | 1,7 
| 1, 926 1, 179 | 1, 694 
2, 511 | 1, 270 | 1.8 
2,77 1, 459 | 1,7 
8 | 3, 141 1, 504 | 1,7 
195 3, 202 1, 150 | 1 
Dec 3, 352 | 1, 135 l Fi 
The time from issue to trial has steadilv increased until it has now reached a ‘: 
point where litigants are being denied adequate remedies by reason of dela\ 49 
Table D gives the time from issue to trial according to reports of the calendar | 
commissioner. 
use 
TaBLE D.—Time from issue to trial in jury, nonjury, and admiralty cases tried ras 
the Southern District of New York, 1940-52 
[From calendar commissioner’s reports] 


At end of 


At end of 


fiscal year— 


Time (in months) from issue to trial Time (in months) from issue to tria I 
fiscal year— 
| 








Jury Nonjury Admiralty Jury Nonjury | Admiralt { 
—— ——_-—_-_-- ——_—_ --—__ —- — — -- — — — _ 42 
SS 10 8 | oie | 11 | 9 | 2 “4 
1941 10 | 8 | 5 || 1948... | 15 | 13 2 47 
1942 2 | 8 | 4 || 1949 19 16 14 
1943_. 2 2 2 || 1950_. 25 23 MNT 
es 2 1 5 jj 1961......... 29 2 
BD sisicgonsaial 5 3 12 || 1952...... ; 35 26 zi —~ 
1946... 8 7 15 1 ; 0) 





It will readily be conceded that the addition of 5 judgeships in 1 district is 4 
large amount and should be carefully considered. However, the fact is that t 
condition in this district has too long been neglected and it is now time to tak 
steps to clear up the arrearages and bring the dockets to date. It can be don 
no other way than by making this substantial addition to the judgepower of tl 
district. The chief judge of the district, Judge John C. Knox, is an efficient 
administrator of his court and a judge of long experience. Every effort has 
made to increase the efficiency of the court. Pretrial procedure is being full) 
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ised and a large number of cases are going off the dockets as a result of settlements. 
Dismissal calendars are called regularly to dispose of deadwood. When it takes 


ut ; years in the normal course to reach a case for trial, it is obvious that the pressure 
1 the parties for settlement is more than it should be. The Federal court has 
he the obligation to provide an adequate forum for the disposition of civil litigation 
g between litigants who come within its jurisdiction. The addition of 3 permanent 
ral and 2 temporary judgeships has been recommended by the Judicial Council of 
Ca the circuit, by the district judges of the southern district of New York, and by 


55 the Judicial Conference of the United States in 1951 and again in 1952. 
Respectfully submitted. 
eT Witt SHAFROTH, 
Chief, Division of Procedural Studies and Statistics, 
( Administrative Office of the United States Courts. 
Marcu 2, 1953. 
SovuTHERN District or New YorkK 























RLE 1.—Cases commenced and terminated, by fiscal year, and pending at the end 
of each year, beginning with 1941 
TOTAL CIVIL CASES 
ae ; Com- Termi- | Pending — Com- Termi- | Pending 
Fiscal year menced | nated June 30 Fiscal year menced nated | June 30 
We  ctcnatinnie derek 3, 5f 4, 087 1948 5, 896 5, 147 10, 848 
$2 2, 3,494 1949 5, 380 5, 130 11, 098 
od 43 2, ¢ 3, 493 1950__. 5, 210 5,174 11, 134 
“ 44. 4,{ 4,477 1951 4,946 4,932 11, 148 
2 } 6, 5,858 || 1952 5, 453 5,173 11, 428 
Mt 6, 7, 434 First half of 1953 2, 979 2, 500 11, 907 
47. 7 10, 099 
1 Ea ~ aeeus - — ie Z —. 
14 UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 
1,8 
7 {OPA cases are in parentheses '] 
a , Com- | Termi- Pending . Com- Termi- Pending 
1, seal yet ; iscal ye: 
Fiscal year menced | nated June 30 Fiscal year | menced nated | June 30 
od 4 € = . > lyr (179) wy | 
on 4] owmaihy ue | 1, 147 1, 138 1948 ._. .--.-«-|1, 594 (172) 2,877 | 4,110 
1a) $2 : 761 | 1, 052 847 1949__- .---|1, 463 (254) 2, 113 3, 460 
idar 1 972 (66) | 800 1,019 1950_..._. .--|1,374 (245 1, 963 | 2, 871 
4. ..----|2, 664 (1, 160) |} 1, 673 2,010 |} 1951-. soa (3 1,648 | 2, 472 
45 5,011 (2,782) 3, 3, 337 1952 ae (75 1, 407 2, 468 
M6... 4,827 (1, 866) 3, 550 4,614 | First half of 1953_--| (64) 769 2, 523 
47... ..|3, 728 (1, 000) 2, 949 5, 393 
PRIVATE CIVIL CASES 
3 - Com- Termi- | Pending on , Com- Termi- | Pending 
Fiscal year menced | nated June 30 Fiscal year menced nated June 30 
1 } 2,395 2, 276 2,949 1948 4,302 2, 270 6, 738 
42 | 2,017 | 2,319 2, 647 1949 3, O17 3,017 7, 6838 
M3 1, 977 2, 150 2, 474 1950 3, 836 3, 211 8, 263 
7 4 1,888 | 1, 895 2,467 || 1951 3, 697 3, 284 8, 676 
HO) 1, 687 | 1, 633 2, 521 1952 | 4,050 3, 766 8, 960 
46 1, 665 1,366 2, 820 First half of 1953... 2, 155 1, 731 9, 384 
4 3, 645 | 1, 759 4,706 || 
OPA cases, including rent control, are separately listed because from 1945 to 1947 they constituted a 
rge proportion of all civil cases commenced, although they required on the average a relatively small 
proportion of court time per case for disposition during those years. They are included in the figure which 
is a follow, 
tt 
an 
f° 
f 






32940—53-——_9 
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TABLE 1.—Cases commenced and terminated, by fiscal 
of each year, beginning with 1941— 


ADDITIONAL 


CRIMINAL CASES 


yntinued 


CIRCUIT AND DISTRICT JUDGES 


{Cases transferred are not included in “Commenced” and “Terminated” columns] 














Aco: and pending at th. 
( 


National 


average 


Cases com 


menced per 
| judgeshiy 


ad | Com- Termi- | Pending adil esas Com- Termi- 
Fiscal year menced nated June 30 Fiscal year menced nated 
1941 | 1, 095 1, 091 1,041 | 1948 933 1,148 
1942 | 1, 150 1, 123 1,068 || 1949 869 933 
ae | 1, 189 1, 211 1,046 || 1950._._._- | 987 826 
1044 a" 1, 471 1,512 1, 005 Peibsinesaeine 940 | 903 
1945....... 1, 506 1, 565 946 || 1952... 970 882 
1946 we 1, 266 1, 481 731 || First half of 1953. | 485 382 
eaieuakde 1,317 1,357 730 | 
TABLE 2.—Ccses commenced per judgeship 
TOTAL CIVIL CASES 
Southern district of New York 
Fiscal year Cases commenced 
Number of -————"— - 
judgeships | Per j 
Tate er judge- 
Total ship 
1941. . we aes 13 3, 597 277 | 
ren 13 2, 778 214 
1943__.- 13 2, 949 227 
1944_... ° . 12 4, 552 379 
1945. ...-. 12 6, 698 558 
DS a aia 12 6, 492 541 
= 12 7, 373 614 
SE culst etmek - 3 12 5, 896 491 
SE a ee ee 12 5, 380 448 
Sidi et lane chon teintdiig de < in dhaieheaienidana aii . 16 5, 210 326 
i nahiceniuel weterwtinnseginina auremaieit 16 4, 946 309 
eianascdeatanes : 16 | 5, 453 341 | 
| 
UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 


Fiscal year 


1941... 
1942 
1943. 
1944 
1945 
1946... 


_— 


Southern district of | 
New York 


| Cases com- 


Cases com- 


Cases com- 
menced 


menced per 


judgeship 

1, 202 | 92 
761 | 59 
972 75 
2, 664 222 
5, O11 418 
4, 827 42 


See footnote at end of table, p. 129. 


National 

average: 

Fiscal year 
menced per 

judgeship ! 


Southern district of 
New York 


Cases com- 


menced 


pr 

1 
National 
average 
‘ase § COT! 


Cases com- 
menced per judgesh 
| judgeship 


83 1947__. | 
91 || 1948 ; | 
100 || 1949 | 
113 || 1950 
238 1951 
251 1952 


3, 728 
1, 594 
1 


"463 


} 


1,374 | 


1, 249 
1, 403 


2 
3 


I 
1 


ll 
33 


» 


S6 


78 


( 


meneed per 





1941 
1942 
1943 
1944 
1945 
194 


Fist 


1941 
1942 
1943 
1944 
1945 
1946 


‘TI 


Bex 
totals 


TAB 


1945 
1M 

1947 
1948 
1949 
1950 


1952 
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. TABLE 2.—Cases commenced per judgeship—Continued 


PRIVATE CIVIL CASES 











Southern district of Southern district of | 
New York National New York | National 
_| average: : a ___| average: 
Fiseal year | Cases com- Fiscal year | | Cases com- 
| 


Cases com-| menced per Cases com- | menced per 


Cases com- 
menced 


| Cases com- 


menced per | judgeship ! | menced per | judgeship ! 














| meneed | ‘judgeship judgeship | 
a ahs | | | 
1941...- 2, 395 | 184 82 || 1947 304 109 
1942 Ph 2,017 | 155 77 || 1948... 359 117 
1943 1, 977 152 58 || 1949... | 326 | 121 
Be 1944...- a 1, 888 157 56 1950_... | 240 | 113 
ee 1, 687 141 57 || 1951... 81 111 
1946 1, 665 139 70 || 1952 253 126 
CRIMINAL CASES 
é : 
Southern district of | | Southern district of 
New York National | | New York | National 
| __| average: | ey _| average: 
| Cases com- || Fiscal year Cases com- 


> al wo . 
Fiscal year Cases com- | menced per 


menced per | judgeship ! 


Cases com- | menced per 


ses CC - } 
| Cases com- | menced per | judgeship! 


Cases com- 





| menced | judgeship | menced judgeship | 
1941 1, 095 84 165 || 1947........--| 1,317 110 173 
1942 1, 150 | 88 174 |} 1948........ 933 78 167 
" 1943... 1, 189 91 190 || 1949... 869 72 177 
és 1944 1, 471 123 211 || 1950..........| 987 62 169 
. 1945 oa 1, 506 | 126 209 Wena 940 59 180 
1946 1, 266 106 171 1952. ... | 970 61 177 


1 This column includes 86 districts for 1949 and thereafter; 84 districts before 1949. 


Because caseload figures are given to the nearest whole number, it is not always possible to derive exact 
totals by adding component parts. 





TABLE 3.—Time intervals in civil cases terminated in which a trial was held, for 
each fiscal year beginning with 1945 
CURRENCY OF DOCKETS 




















| Median time intervals (in months) ! 
| Total cases terminated 
, | after trial me P 
Fiscal year Filing to disposition Issue to trial 
Seepage tector etree . 
| New York 2 | New York | .-.4;,...1, | New York 
| Gouthern National? | (Southern) | National # | Gontioen | National 2 
; ee rh 340 | 2, 883 9.0 | 8.2 | 5.3 
1s WR: cancers ak Sessa 325 | 3, 421 8.9 10.1 5.0 
100 RRS asic shines eikeamoe 277 3, 963 | 9.0 11.4 5.1 
x 1948 si haicdarneainwua wk waite tne 311 4, 48 | 9.9 15. 1 5.8 
110 S 199 3 irae 313 4, 847 | 7] 10.4 18.8 £.9 
1950 i Oe 249 | 5, 020 32.4 | 11.2 21.1 6.7 
Wi as Re 330 | 5, O85 35.4 | 12.2 28. § 7.3 
is cece sae ated 258 4, 767 | 41.2 12.1 | id. 1 7.0 
| 





The median time interval from filing to disposition is computed by arranging all cases terminated 
luring the year, in which a trial was held, in order according to the time from filing to disposition, from 
he lowe ‘st to the highest. The median time is then the time required for the middle case of the series or 

if there is an even number of cases, it is the average time for the 2 middle cases. The same procedure 
is followed in determining the median time from issue to trial. The median instead of the average is used 
decause it prevents distortion of the result by a few nontypical long or short cases. No median has been 
iputed where there were less than 25 cases. 








«riod from filing to disposition is the elapsed time from commencement to termination of the case. 
iod from issue to trial is the time from filing of the answer to the date trial is begun. 
Land condemnation, habeas corpus and forfeiture cases are not included because they are not 
repres sentative of the time required for the general] run of civil cases. 
lese columns show the number of cases and the median time intervals for all districts having purely 
Fed ral jurisdiction: (86 districts for 1949 and thereafter; 84 districts before 1949 
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TaBLe 4.—Cases commenced per judgment in the southern district of Teras and in 
86 districts in the fiscal year 1952 by nature of suit 

















Cases commenced per National 
| judgeship aver 
Be en Case { 
nated 
| 
| a ‘ Perce 
| Texas 8 dtebetate ae 
| (southern) 86 districts rea 
Civil cases: P, 
Total cases 293 236 2 
United States cases 92 110 
Private cases 202 126 4 
United States plaintiff 71 87 
Land condemnation 1 A 
Defense Production Act 2 27 
Fair Labor Standards Act 2 } 
Other enforcement 1 2 
Food and Drug Act 2 9 
Liquor laws 3 \ 
Other forfeitures and penalties 20 6 
Negoti ible instruments | 0 18 2 
Other contracts i | 1} 8 { 
Other United States plaintiff Se 3 7 
United States defendant aie —— | 23 | 2 
Habe®s corpus l $ 
Tort Clsims Act i 2 1 2 
Tax suits 4 § 9 
Other United States defendant 20 10 ox 
Federal question __._-- ; pabbdnkis 22 38 
Copyright | ] 1 
Employers’ Liability Act aay Z 4 6 2 
Fair Labor Standards Act | 1 ] 2 
Habeas corpus | 3 | 3 
Jones Act. | 2 ll 7 
Miller Act-. ‘ | 1 l 2 
Patent __..- bane bit | 4 | 3 7 
Other Federal question ; ae | 6 | 12 { 
Diversity of citizenship ----- ent di cn iinet 158 7 7 
Insurance - Seceeeee 113 12 { 
Other contracts shi haan a tosivieaeetaelh a ll 12 8 
Real property - hare — 7} 2 2 
Personal injury (auto) _ --- cee rers. 3 os euncngonel 7 28 7 
Persona] injury (other) ..................- Sead 18 | 14 7 
Other diversity -.......- Lacan naan | 3 6 8 
——— =— 
I 5 distin cclimandinmaiinhtita hee ngmene Giana whens | 22 14 
} 1, 616 177 § 





CE CIO nnccnns es cdblibsineadhnanneinennns cemidusiee 





1 This column shows the percentage of all cases of each type terminated which reached trial in 86 « 
having purely Federal jurisdiction. It gives some indication of the types of cases which take a relatively 
large and a relatively small amount of court time, 
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Tue JupiciAL BustNess OF THE District or Nortn DaKxora 


The Judicial Code of 1911 provided for one district judge for the district of 
North Dakota and in 1921 an additional judge was authorized on a tempor: 
basis (42 Stat. 66). Since the expiration of this temporary judgeship, the district 

held at 


has had only one judge. At the present time court for the district is held : 
Bismarck, Fargo, Grand Forks, and Minot. 
Except for the war and postwar years of 1944, 1945, and 1946 when an average 


of 217 OPA cases per vear were filed, the number of civil cases commenced per 
judgeship has been below the national average. In the fiscal vear 1952, however, 
the civil caseload per judge climbed to 279 as compared with a national average 
of 236 civil cases per judge and compared to 189 civil cases commenced in thi 
district in the previous fiscal year. This increase is due almost entirely to t 
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rise in the number of suits commenced by the Government on promissory notes 
121 as compared to 54 in 1951), suits under the Defense Production Act (27 
compared to 6), and forfeitures under the Food and Drug Act (12 compared to 1 
in 1951). During the first half of the fiscal vear 1953 the number of civil cases 
commenced was equal to the number filed during the corresponding period of last 
ir, an indication that last year’s increases are holding firm. 

In recent years there has been a large increase in the number of land condemna- 
tion cases brought by the Government in North Dakota, principally for the 
Garrison Dam project. Statistical figures giving the number of land condemnation 
cases are not revealing because each case usually includes many tracts or parcels 
of land and, despite the fact that there is only 1 case, it may be necessary to 
make separate disposition of each tract in the case; for example, the 37 land 
condemnation cases remaining for disposition on December 31, 1952, included 
676 tracts of land. The following table shows the sharp rise in the number of land 
condemnation suits in North Dakota in the last 7% fiseal years: 





Vi 


Land condemnation cases commenced, by fiscal year 


Number Number 

Fiscal year— commencea | Fiscal vear—Continued commenced 
UG ive cee ec badiatchanmdokin 5 IGE cian deckiwenbanouekee 32 
TOG ee co cnumeasancaseasaceus 9 SOG Es sa ncdbde cowie 49 
ites wae chine ween ee aa 1] PWG. ict date ese 25 
VOM oi ER ag hc nnssdias 22 Firet:belf of 3953........... 15 


On April 5, 1951, the Amerada Petroleum Corp. brought in an oil well near the 
city of Williston, N. Dak. Since then many more producing wells have been 
drilled and the whole northwest section of the State in which part of the Willis- 
ton Basin lies has become a boom region. There are indications that the area 
has tremendous oil reserves and a bright forecast has been made as to its indus- 
trial development. The following quotation from Business Week (June 14, 1952) 
gives further details of the oil development: 

“This vear more than 85 wildcat wells located in territory not definitely proved 
to have oil will be sunk. Oil companies already have invested $100 to $150 mil- 
lion in the area. The most striking success so far has been in the Beaver Lodge 
Field 30 miles northeast of Williston where Amerada has completed a dozen 
wells. But other successful wells located along the same formation in western 
North Dakota and along a similar formation in eastern Montana hold promise 
that more fields will be developed. 

“The population of Williston has jumped a third in a year, to 10,000. In 
Bismarck, N. Dak., California Co. and Union Oil Co. have set up division offices. 
Housing contractors have moved in to mass-produce homes. Commercial office 
space just isn’t.” 

In past years the number of private civil cases commenced has been below the 
national average per judge, but with the discovery of oil and the initiation of 
large drilling operations, private suits have been increasing. This trend is sig- 
nificant because according to studies made by the Administrative Office civil 
cases between private parties on the average consume two to threefold the amount 
of court time necessary for the disposition of cases in which the United States is 
a party. 

The number of civil cases pending on December 31, 1952, was 200. Of this 
number 141 or 71 percent were pending less than 1 year, and 91 percent were 
pending less than 2 years. These pending cases include 60 private civil cases, 
13 United States defendant cases, and 127 United States plaintiff cases. Of 
this last figure 50 cases were suits on promissory notes and 37 were land-con- 
demnation cases. Since these land-comdemnation cases include 676 tracts or 
parcels, many of which will require separate trials, the total amount of pending 
work is greater than the mere figures indicate. Dispatch of the civil business 
in this district is prompt as the following table and the attached table 3 indicate: 


Age of civil cases pending on Dec. 31, 1952 


Total number of civil cases pending_...............------------------ 200 
CHIRON Gr MOURA a co ic cael ew acereaann 79 
PO nr ON 2 ON. ce con nanecnandaanadumedenehameme 62 
ION in ri a an kas aetna a a aon 40 
rT aia na ui hares Gnas Se are odie 9 


Fe I Eres onder shin i degra ites ata ee tam cesieom aes aces 10 
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The criminal caseload in this district is below the national average and has 
remained rather steady during the last 8 years. The fact that only 19 such 
cases remained for disposition at the end of the fiscal year 1952 shows that the 
dockets are current. 

Statistical tables showing the judicial business for the last 12 years are attached, 

Respectfully submitted. ' 

WILL SHAFROTH, 
Chief, Division of Procedural Studies and Statistics, 
Administrative Office of the United States Courts. 
Fesrvuary 20, 1953. 


District oF NortH Dakota 


TABLE 1.—Cases commenced and terminated, by fiscal year, and pending at the end 
of each year, beginning with 1941 


TOTAL CIVIL CASES 







































































Com- Termi- Pending || wae os | Com- Termi- | Pending 
Fiscal year menced nated June 30 Fiscal year menced nated | June 30 
—_|—_|-—__—||-- ee _— —-- 
70 | 67 | 4. a 142 148 | 15 
88 | 82 | 57 ea 223 169 | 149 
107 | 95 OP Se a teiici ceases | 213 227 135 
202 198 | 0 a ecinnivns 189 | 190 | 134 
395 234 | 234 || 1952......- cl 279 | 213 | 200 
402 448 188 || First half of 1953... 102 102 | 0 

207 204 101 | | | 

UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 
{OPA cases are in parentheses '] 
— = | awe aty 7) a ar Clie 
t Com- Termi- | Pending | * , Com- Termi- | Pending 
Fiscal year menced | nated June 30 | Fiscal year menced nated June 30 
—_——-—|——- —-— -—— eee saan Reina 
44 40 OU) Wists st ohne 112 = (1) 123 71 
61 55 ee EE 185 7) | 139 | 117 
91 (53)) 71 56 || 1950.. - 162 (5) 17 105 
191 (124)! 189 68h 90012 5c -.| 150 (6) 148 107 
385 (289) | 224 EO Hh BNR in wot nwteitnimit | 229 = (27)} 183 | 153 
388 (237) | 43: 174 || First half of 1953..| 77 (7) 90 140 
181 (49) 273 82 | | 
t t } | 
PRIVATE CIVIL CASES 

es . | | ai ; 
. ‘ Com- Termi- | Pending na a Com- Termi- | Pending 
Fiscal year menced nated June 30 | Fiscal year menced | nated June 30 
26 27 21 | i tiinbcdddasees 30 25 | 4 
27 | 27 21 I scinwnike awe ini 38 30 32 
16 24 13 Pinsent 51 53 30 
ll 9 De Et inasiecdee a 39 | 42 n 
10 10 1D Wh Boi sacesesncus 50 | 30 47 
14 15 De 1h hin aainboneds 25 | 12 | 60 

i 

| 








CRIMINAL CASES 


- Cases transferred are not included in “Commenced” and ‘‘Terminated” columns} 
~~ se 
Termi- | Pending 





























|| | 
. Com- Termi- | Pending | i Com- 

Fiscal year menced | nated | June30 || Fisealyear | menced | nated | June 30 
| ee el 9 SR 
| | } | 

110 | 109 | 47 ectistbigdeimatwand | 86 7 12 
122 | 97 | 72 || 1949 ar 82 85 il 
182 | 195 59 || 1950 a 72 | 7 11 
126 | 152 | Oe i Maiden dnhianwe oid 76 79 10 
83 | 84 | 33 || 1902..-_.--.-- re 82 | 68 19 
92 | 87 | 37 || First half of 1953. 67 54 31 
76} 102 | 4 || 








1 OPA cases, including rent control, are separately listed because from 1945 to 1947 they constituted a large 
proportion of all civil cases commenced, although they required on the average a relatively small proportion 
of court time per case for disposition during those years. They are included in the figure which they follow. 
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This column includes 86 districts for 1949 and thereafter; 84 districts before 1949 


cause caseload figures are given to the nearest whole number, it is not always possible 
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TABLE 3.— Time intervals in civil cases terminated in which a trial was held, for each 
fiscal year beginning with 1945 
CURRENCY OF DOCKETS 














| 
| | Percentage of termi- | Percentage of term) 
fen peer : | nated cases requiring nated cases requiring 
Total [aor eens less than 6 months less than 3 months 
— for the interval from for the interval from 
Fiscal year | | filing to disposition issue to trial 
— ao paermnnccmmamnee! ————____—_—_— . ——s a 
| | 
North | yrotigngn1 | North | notional: North | y., 
| Dakota | National Dakota | National Dakota National! 
| | | 
-—— | = - | eee |- * 
| | Percent Percent | Percent | Per 
9 | 2, 883 11.1 29.6 11.1 | 32.4 
10 | 3,421 | 20.9 29.3 | 20.0 | 33. 4 
10 | 3, 963 | 50.0 31.9 | 50.0 | 2.1 
14 | 4, 548 | 78.6 26.7 | 78.6 7.4 
8 | 4, 847 | 75.0 28. 5 75.0 28. 2 
12 5, 020 8.3 22.3 41.7 24 
12 5, 085 25.0 | 20.8 | 33. 3 21.9 
9 Ger Liecieen | 21.1 | 33.3 22.8 








1 This column includes all districts having purely Federal jurisdiction: 86 districts for 1949 and thereafter 
84 districts before 1949. 


The period from filing to disposition is the elapsed time from commencement to termination of the case, 
The period from issue to trial is the time from filing of the answer to the date trial is begun. 

Land condemnation, habeas corpus, and forfeiture cases are not included because they are not representa 
tive of the time required for the general run of civil cases. 
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TasLe 4.—Cases commenced per judgeship in the district of North Dakota and in 
86 districts in the fiscal year 1952, by nature of suit 
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Cases commenced per National 
judgeship average: 
Cases termi- 
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Other contracts 

Real property 
Personal injury (auto) 
Personal injury (other) 
Other diversity 


Admiralty ‘ 
CE Se lick atin bd ddntbsdinibnnadendiicdadbaccmumiiag 








! This column shows the percentage of all cases of each type terminated which reached trial in 86 districts 
having purely Federal jurisdiction. It gives some indication of the types of cases which take a relatively 
large and a relatively small amount of court time. 


APPENDIX 19 


THe JupictAL Business FoR THE UnttTep States District Court FOR THE 
NorRTHERN District or OHIO 


The Judicial Code of 1911 provided for two district judges for the northern 
district of Ohio. An additional judge on a temporary basis was provided for by 
an act approved September 14, 1922 (42 Stat. 837) and was made permanent by 
an act approved August 19, 1935 (49 Stat. 659). A fourth judgeship was created 
on a temporary basis by the act of May 1, 1941 (55 Stat. 148) and was made 
permanent by an act approved August 3, 1949 (63 Stat. 495). 

At its meeting in September 1949, the Judicial Conference of the United States 
recommended the creation of an additional judgeship and renewed this recommen- 
dation at its meetings in September 1950, 1951, and 1952. An additional judge- 
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ship for the district was included in the bill (S. 1203) which passed the Senate 
during the first session of the 82d Congress, but did not reach a vote in the House 

This district is divided into two divisions, eastern and western. Headquarters 
for the eastern division are in Cleveland where 3 of the 4 judges reside and the 
other judge, who handles the business in the western division, resides in Toledo 

Although the number of judges in this district during the last 12 fiscal years 
has not changed, the number of civil cases commenced has virtually doubled from 
661 in 1941 to 1,261 in 1952. During this period there has been considerable 
fluctuation in the total number of civil cases filed. But since 1945 the number 
of private civil cases has been on the increase. It should be noted here that 
private civil cases, according to studies made by the Administrative Office, require 
twofold to threefold the time for disposition as do cases in which the United States 
is a party. In the fiscal vear 1941 there were 396 private civil cases filed but i: 
the fiscal year 1952, this had increased to 732 cases, almost double the prewar 
figure and three times the number of private civil cases filed in 1945 which was 242. 

During the first half of the fiscal year 1953 there were 666 civil cases com- 
menced in the district as compared to 548 civil cases during the corresponding 
period of the last fiscal year and the pending figure rose to 1,685 civil cases, more 
than 3 times the number pending on June 30, 1942. 

Table 2 shows that the civil caseload per judgeship in this district has, during 
each of the last 7 fiscal years, exceeded the national average of civil cases com- 
menced per judgeship. During the fiscal year 1952, there were 315 civil cases 
commenced per judge in northern Ohio as compared to a national average of 236 
civil cases per judge. The caseload itself, however, does not tell the full story 
In recent years there has been a heavy load of both Government and private 
antitrust cases in this district. Antitrust cases often take months of the court’s 
time, 

During the prewar year of 1941, the number of private civil cases commenced 
per judgeship in the northern district of Ohio was 99. In 1952 this had increased 
to 183 cases per judge, an increase of 85 percent. This compares to an increase 
per judgeship of 54 percent nationally. 

The number of criminal cases commenced per judge has, on the other hand, 
remained consistently below the national average. 

The heavy burden of private litigation in this district has resulted in an increase 
in time required for disposition of cases. In 1945 the median time from filing to 
disposition of civil cases tried was 17 months. This time decreased to 11 months 
in 1949 but rose to 21.1 months in 1952 as compared with the national median of 
12.1 months. The length of time from issue to trial has increased from 6.5 monthis 
in 1949 to 12.4 months in 1952. The national median was 7 months. Most of the 
congestion in this district, however, has been in the eastern division, at Cleveland 
For cases terminated after trial in 1952 in this division, the median time from 
filing to disposition was 30.7 months as compared with the national median of 12.1 
months. The median time interval from issue to trial was 21.2 months compared 
to the national median of 7 months. 

All of the docket congestion in this district is in the eastern division. Although 
the civil caseload in the western division has been slightly larger than average 
during the past few years, the judge there has been able to keep his dockets in 
good condition. In the eastern division the civil caseload is substantially higher 
per judge than in the western division and the number of pending cases has been 
steadily rising. On December 31, 1952, the number of pending civil cases in 
this division stood at 1,535 as compared to 150 in the western division. Almost 
all of the Federal Employers’ Liability Act cases and Jones Act cases in this 
district are filed in the eastern division. 

The number of civil cases commenced per judgeship by nature of suit during 
the fiscal year 1952 is given in table 4. This table shows that the norther! 
district of Ohio has an unusually heavy burden of Employers’ Liability Act cases 
(29 per judge compared to a national average of 6 per judge), personal-injury 
cases arising out of a motor-vehicle accident (57 compared to a national average 
of 28), and personal injuries arising from other types of accidents (28 compared 
to a national average of 14). In addition, the district has an average load of 
Jones Act cases, that is, cases involving injuries to seamen (12 compared to a 
national average of 11 per judge). These figures are significant because of the 
relatively large number of these types of cases which reach trial. The district 
also had a higher than average caseload of Defense Production Act cases and 
suits by the Government on negotiable instruments. 

Respectfully submitted. 

Wii. SHAFROTH, 
Chief, Division of Procedural Studies and Statistics, 
Administrative Office of the United States Courts. 
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NORTHERN District oF OHIO 


TABLE 1.—Cases commenced and terminated, by fiscal year, and pending at the end 
of each year, beginning with 1941 


TOTAL CIVIL CASES 


|| 
Com- Faia Pending I} Com- Termi- | Pending 


menced | nated | June 30 || Fiscal year menced | nated | June 30 
| 


584 

527 |} 

608 

587 

766 

785 || First half of 1953. 
905 


UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 


[OPA cases are in parentheses '] 
| 

Com- Termi- | Pending 
menced nated June 30 
} | 

361 (145) 485 | 

4 | 537 (266) 

415 (106) 309 | 4 VE | 454 (206)/ 

379 (143) 36 286 95 424 (153) 

714 (532) 5 ¢ 529 (230) 
1,048 (803) , 077 ) First half of 1953..| 334 (178) 

661 (439) 706 


Com- | Termi- | Pending || 


menced nated June 30 Fiscal year 


Fiscal year 


PRIVATE CIVIL CASES 


Com- Termi- | Pending 
menced nated | June 30 


Com- | Termi- | Pending 


| menced | nated | June 30 Fiscal year 


396 418 | 463 || 1948 515 526 | 

337 438 362 || 1949. 639 469 

356 381 337 1950 671 518 | 

256 292 301 || 1951 593 | 461 

242 267 SOT WR icdccncce 732 565 | 1, 100 
291 243 324 || First half of 1953. . 332 | 233 | 1, 199 
488 323 489 


CRIMINAL CASES 


[Cases transferred are not included in “Commenced” and “Terminated” columns] 
| | Com- | Termi- | Pending 


menced nated June 30 


| 
Com- Termi- | Pending 


menced | nated | June 30 Fiscal year 


! 
Fiscal year | 


| 

366 | 343 | 149 ¢ 290 | 340 23 
364 | 354 159 || 1949... eT ED 343 372 18 

373 | 381 151 || 1950. asi 320 320 | 
a 631 | 631 We... ck: 3% | 337 | 29 
1945... 488 78 IR Be ck area die cine 406 413 | 31 
1946... | 370 | 488 43 || First half of 1953. 165 159 | 48 

1947 329 315 62 

' OPA cases, including rent control, are separately listed because from 1945 to 1947 they constituted a large 


proportion of all civil cases commenced, although they required on the average a relatively small —— 
of court time per case for disposition during those years. They are included in the figure which they follow. 
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TABLE 2.—Cases commenced per judgeship 
TOTAL CIVIL CASES 
































Ohio National 

ia average: 

Fiscal year | Cases com- 

Cases com- | menced per 
menced per | judgeship ! | 


average 
Cases com- 
Cases com- | menced per 
menced per | judgeship ! 


Northern district of Ohio Nationa! 
Fiscal SPE ae | ee 
year | Cases com 
Number of Cases com- aa. | menced per 
judgeships menced judgeship judgeship 
Bi ickcteycnendnees EE MN LS: 4 661 166 | 164 
Sas i ccdc tedden ak Semcaeeaeetaien 4 | 627 157 168 
Bs scaaingaeesacwn sen 4) 771 | 193 | 158 
WS Sos Sie seca ea dace 4 | 635 | 159 | 180 
1945 2 + 956 | 239 | 205 
1946 4 1, 339 335 321 
1947 ual 4 | 1, 149 | 287 271 
SO Sassccck secesbccsewicssdadinsdccncanwanse | 4 876 | 219 205 
Diisaca. am snidines, deiaiebiens | 4 | 1, 176 | 204 238 
1950... ne : eto AES 4| 1, 125 281 222 
1951 ‘ ; : — ‘ . . 4 1,017 254 204 
Pe atciwase: 4 | 1; 261 | 315 236 
| 
UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 
| , district of Northern district of 
Ohio National |! Ohio | National 
| average: oe average 
Fiscal year eae | Cases com- Fiscal year Cases com- 
. | Cases com-} menced per es _| Cases com- | menced per 
| vane ae menced per | judgeship ! . Se menced per | judgeship! 
De | judgeship | | ‘ _——— 
| 
_— a ee 
| | 
ii waa | 265 — 66 83 || 1947...... ms 661 165 | 162 
Sl Aiincondes | 290 3 | 91 re ' 361 90 87 
cca iod 415 | 104 iit == | 537 | 134 | 118 
Wiiccncaecnat 379 | 95 | TAS Fh WENO. cc esncce 454 | 114 109 
Diiidnennst 714 | 179 238 || 1961.........4 | 424 106 3 
Sebbiibesnnes 1, 048 | al 251 || 1062........-.] 529 | 132 110 
PRIVATE CIVIL CASES 
Northern district of | | Northern district of 
i Ohio National 
1] 


Fiscal year 


Cases com- | Cases com- 

















menced peep | | menced judgeship 
396 +) ee We Ei asec ceane 488 122 109 
337 84 77 a 515 129 117 
356 89 4 eee 639 160 121 
256 64 | 56 || 1950._. 671 168 113 
242 | 61 | 57 BE as, eae 593 148 lll 
291 | 73 | 70 || 1962.......... | 732 | 183 126 

CRIMINAL CASES 
! 
Northern district of Northern district of 
Ohio National Ohio Nation: al 
a ae Deena averag 
Fiscal year Cases a Fiscal year lo Cases com 
. Cases com- | menced per | ases com- | Menced | 
a menced per | judgeship ! ee) menced per | judgeshi 

judgeship nee Andge ship 
Rett ecomn 366 92 = i aeueiianiiws 329 | 82 | 173 
Saseauaaas | 364 91 | ee 290 73 | 167 
RO cians 373 93 | 190 ieee 343 | 86 | 177 
a | 631 158 | DRE: 1h Bee eckcks «tue | 320 80 | 169 
i csteestasiinisee 488 122 | 209 Denk cadens | 324 | 81 180 
a “ 370 93 171 Peiacsesenns 406 102 177 





1 This column includes all districts having purely Federal jurisdiction: 86 districts for 1949 and thereafter ; 
84 districts before 1949. 


Because caseload figures are given to the nearest whole number, it is not always posslble to derive exact 
totals by adding component parts. 
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TaBLe 3.—Time intervals in civil cases terminated in which a trial was held, for 
each fiscal year beginning with 1945 


CURRENCY OF DOCKETS 


Median time interval (in months)! 
Total cases terminated 
after trial 


Filing to disposition | Issue to trial 


Fiscal year 


Ohio | Ohio 


Ohio ee 
(northern) | National | (@orthern) 


| (northern) National National 
) 


9. 
8. 
| 9. 
| 9. 


oS 


| 
| 


11. 9.9 | 
12. 11.3 | 
12.4 | 


12. 


nwt + © 


| The median time interval from filing to disposition is computed by arranging all cases terminated during 
the year, in which a trial was held, in order according to the time from filing to disposition, from the lowest 
to the highest. The median time is then the time required for the middle case of the series or if there is an 
even number of cases, it is the average time for the 2 middle cases. The same procedure is fcllowed in 
determining the median time from issue to trial. The median instead of the average is used because it 
prevents distortion of the result by a few nontypical long or short cases. 


Che period from filing to disposition is the elapsed time from commencement to termination of the case. 
The period from issue to trial is the time from filing of the answer to the date trial is begun. 

Land condemnation, habeas corpus, and forfeiture cases are not included because they are not representa- 
tive of the time required for the general run of civil cases. 

rhe national median is based on 84 districts for 1945-48 and on 86 districts for 1949-50. 
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TABLE 4.—Cases commenced per judgeship in the northern district of Ohio and in 
86 districts in the fiscal year 1952 by nature of suit 











| 
| Cases commenced per | National ; 
judgeship | _average, I 
— a Cases termi- 
| nated 1952 
> 1 
Ohio, “er | Percentage 
northern 86 districts | reachin 
| trial ! 
tsetse aaaae | eee eantan Si 
Civil cases: Percent 
a a ea 315 | 236 | 2 
United States cases... : ‘ aban ae | 132 110 |} 9 ¥ 
i la as lh re re | 183 | 126 | 14 ; 7 
es . . = a a - , 104 
United States plaintiff. ..- : 120 | 87 6 ‘ 
Nee Te 4 
Land condemnation 1 5 rv 
Defense Production Act 58 27 9 
Fair Labor Standards Act. . | 3 | 3 f 
Other enforcement ice 6 2 
Food and Drug Act cena 8 9 
Liquor laws >a : 3 3 aN 
Other forfeitures and penalties S : a 19 | 6 7 
Negotiable instruments 26 18 | 2 
Other contracts a 7 | 8 | { 
Other United States plaintiff--_._. | | 7 
United States defendant ...........--. . —e 12 23 21 
a ee 4 : eae _ 44 
Habeas corpus 3 4 | + 
Tort Claims Act ian | 2 4 | 7 + 
Tax suits “ bene 4 | 5 | 2 ; 
Other United States defendant 4 10 2 . 
i 
Federal question 66 | 38 + 
Copyright 1 | 1 
Employers’ Liability Act = 29 6 
Fair Labor Standards Act i 1 
Habeas corpus 7 3 
Jones Act 12 1} 
Miller Act be 1 1 12 
Patent ‘ 7 3 3 
Other Federal question 1Y 12 
Diversity of citizenship 115 75 7 - 
Insuranee : 5 12 | { 4 
Other contracts : 13 12 | 8 4 
Real property ‘ 5 2 p s 
Personal injury (auto) -- | 7 28 | 7 “ 
Personal injury (other) ; 28 14 | : 
Other diversity aeawesea 8 6 | 8 
Admiralty ; : , 2 14 7 
Criminal cases 2 ‘i 102 | 177 | 8 
1 This column shows the percentage of all cases of each type termin ated which reached trial in 86 districts 
having purely Federal jurisdiction. It gives some indication of the types of cases which take a relatively 
large and a relatively small amount of court time. 
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APPENDIX 20 
EASTERN District OF PENNSYLVANIA 


TABLE 1.—Cases commenced and terminated, by fiscal year, and pending at the end 
of each year, beginning with 1941 


TOTAL CIVIL CASES 





Com- Termi- | Pending 
menced nated June 30 


Com- Termi- | Pending 


als 
menced nated June 30 Fiscal year 


Fiscal year 


} 


796 | 1948._. ; 1, 489 1,181 | 
1, 169 1, 216 1949_. 1, 607 1, 207 

788 733 1950 1, 701 1, 430 | 

720 653 2 1951 1, 689 1, 538 


1, 458 1, 189 JL 1952 __- 1, 821 1, 592 
1, 501 | 1, 245 of First half of 1953 64 612 | 
1, 730 1, 335 


UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 


[OPA cases are in parentheses !] 
= staiaginibcitindia i i a 
Com- Termi- | Pending 
menced | nated | June 30 


Com- Termi- Pending 


Fiscal year 
menced nated June 30 al yea 


Fiseal year 


| 342 301 249 1948 j ; 402 (92 

| 738 733 254 1949 451 (152 
444 373 325 1950 468 (107 
401 393 1951 $55 (156) 
, 059 S59 3 1952 429 (144 
948 872 609 First half of 1953 235 (88 
649 (42 616 


PRIVATE CIVIL CASES 


Com- | Termi- | Pending 
menced nated June 30 


Com- Termi- | Pending 


Fiscal year menced nated June 30 


454 | 583 538 1948 om 1, 087 | 739 
431 483 486, 1949__. ‘ 1, 156 815 
344 360 470 1950 hustle | 1, 233 , 042 
319 260 529 195]... Bia } 1, 234 
399 330 59S 1952 a | 1, 392 
553 373 778 First half of 1953 729 

1, 081 693 1, 166 | 


CRIMINAL CASES 


2 64 


[Cases transferred are not included in ‘‘Commenced” and ‘‘ Terminated” columns] 


| 
Com- | Termi- | Pending 
menced | nated | June 30 


Com- Termi- | Pending 


Fiscal year menced nated | June 30 


Fiscal year 


476 | 489 191 || 1948 = 4 449 323 
649 572 268 || 1949__. 506 551 296 
1,549 | 1,045 | 772 || 1950... 556 244 
1, 040 | 1, 167 645 || 1951__- : 467 206 
SUH 913 628 1952 552 510 247 
505 6638 465 First half of 1953 ] 206 220 
486 631 324 


OPA cases, including rent control, are separately listed because from 1945 to 1917 they constituted a 
irge proportion of all civil cases commenced, although they required on the average a relatively small 
)roportion of court time per case for disposition during those years. They are included in the figure which 

y follow. In 1952 Defense Production Act cases are included. 





144 


ADDITIONAL CIRCUIT AND DISTRICT JUDGES 


TABLE 2.—Cases commenced per judgeship 


TOTAL CIVIL CASES 


Eastern district of Pennsylvania 


Fiscal year 
Number of 





Cases com- | 


| 
Cases com- | 


menced per | 





| judgeships menced judgeship | 
ee | Ra 

Dt nhingsdiakwnnanadcesesms 5 796 159 
DE So con 5 | 1, 169 234 | 
1943 _ 5 | 788 158 
URE wsccakobnn | 720 | 144 
ES scales 5 1, 458 | 292 
PR deaukaaaen 5 1, 501 300 
crise eghae esas , : 5% 1, 730 326 
Siticcosecs ice ence 54 1, 489 | 279 
1949 : 544 1, 607 301 
1950 7% 1, 701 232 
i ntanegiet 74% 1, 689 230 
1952 744 1, 821 248 


| Eastern district of | 


| In yi ic 2 
Pennsylvania National 


average: 
Cases com- 
menced per 


Fiscal year eM. a ite Fiscal year 


la Cases com- 
Cases com- | *’8SeS com 


menced per 





menced judgeship | judgeship ! | 
| | 

1941 342 68 | 83 1947... 
1942 738 148 | 91 1948 
, 444 89 100 1949 
1944. _.... 401 80 | 113 |} 1950__..- 
Wh ws spicsach cate 1,059 212 | 238 || 1951.......-. 
1946 948 | 190 251 | 1952..... 


ferret 


UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 


Eastern district of 
Pennsylvania 





Cases com- 


Cases com- 
Nes COM menced per 


menced 


National 
averag 


Cases com- 
menced per 
judgeshi; 
4 
hw 
LSS 
169 
295 
W . 
238 
204 
National 
average 
Cases 


Menced pe 
| judgeshi 


judgeship 
649 122 
402 75 
451 | 85 
468 | 4 
455 | 62 | 
429 | 59 








PRIVATE CIVIL CASES 


Eastern district of | | 
Pennsylvania National 

| average: 

| Cases com- 
menced per 


| Fiscal year 
judgeship ! | 


Fiscal year | 
Cases com- | Cases com- 





Eastern district of 
Pennsylvania 





Cases com- 


Cases com- | menced per 


National 
average 
Cases com 
mence t 
judges! ip 











aaa menced per aad 
menced | judgeship menced | judgeship | 
nT 1 - | —s 
454 91 82 || 1947........-. 1, 081 | 204 | 
431 86 77 || 1048......... 1, 087 204 | 7 
344 69 58 || 1949. 1, 156 217 | 121 
319 64 56 1950. 1, 233 168 | 1 
399 80 57 || 1951... eae 1, 234 168 | Il 
553 111 70 | SE cies vince 1,302 | 190 | 12 


See footnote at end of table, p. 143. 




















ADDITIONAL CIRCUIT AND DISTRICT JUDGES 


TABLE 2.—Cases commenced per judgeship—Continued 
CRIMINAL CASES 


| 

| Eastern district of | Eastern district of 

| Pennsylvania | National Pennsylvania | National 

| average: ae average: 

Cases com- Fiscal year Cases com 
Cases com- |} menced per Cases com- | menced per 
menced per | judgeship ! mer ced per | judgeship ! 

|} Judgeship | judgeship 


Fiscal year | | 

| 

Cases com- 
menced 


Cases com- 
menced 


1941 | 76 | 95 165 || 1947......... 92 173 
1942. | 49 130 174 1948 80 167 
1943 Sioma 1, 549 | 310 190 1949 95 177 
1944 -} 1, 040 208 211 1950 67 169 
1045 896 | 179 209 1951 60 180 
1946. _. 505 | 101 171 1952 ‘ 55: 75 177 


| This column includes all districts having purely Federal jurisdiction: 86 districts for 1949 and thereafter; 
84 districts before 1949. 


Caseload per judge statistics for the years 1940-46 are based on 5 judges. For 1947 and 1948, they are based 
yn 544 judges because on July 24, 1946, an act was approved providing a temporary judgeship for the eastern 
middle, and western district of Pennsylvania. By act approved August 3, 1949, 2 additional judges were 
provided for this district, thus 1950 figures are on basis of 744 judges 

Because caseload figures are given to the nearest whole number, it is not always possible to derive exact 
totals by adding component parts 


TABLE 3.— Time intervals in civil cases terminated in which a trial was held, for 
each fiscal year beginning with 1945 
CURRENCY OF DOCKETS 
Median time interval (in months)! 


Total cases terminated 
after trial 


Filing to disposition Issue to trial 

Fiscal year = . aad MN icsicieaiesinaied 
Pennsyl- Pennsyl- Pennsyl- 

vania National ? vania National 2 vania National ? 
(eastern) (eastern) (eastern) 


1945 — . 92 2, 883 ) 6. ¢ 
1M46 : 93 3, 421 5 
1947... ‘ ‘ 164 3, 963 

1948... aaa " ‘ 153 , 548 

1949 _ 152 , 847 5. 3 
1950 ; 143 , 020 17. 
1951 ‘ 154 , ORS 19.0 
1952 : 173 4, 767 21.1 


on Som 


wr de bo hS 


! The median time interval from filing to disposition is computed by arranging all cases terminated during 
the year, in which a trial was held, in order according to the time from filing to disposition, from the lowest 
to the highest. The median time is then the time required for the middle case of the series or if there is an 
even number of cases, it is the average time for the two middle cases. The same procedure is followed in 
determining the median time from issue to trial. The median instead of the average is used because it 
prevents distortion of the result by a few nontypical long or short cases. 


The period from filing to disposition is the elapsed time from commencement to termination of the case. 
The period from issue to trial] is the time from filing of the answer to the date trial is begun. 

Land condemnation, habeas corpus, and forfeiture cases are not included because they are not representa- 
tive of the time required for the general run of civil cases 

? This column includes all districts having purely Federal jurisdiction: 84 in 1945-48 and 86 in 1949-50. 


32940—53——_10 
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TABLE 4.—Cases commenced per judgeship in the eastern district of Pennsylvar 
and in 86 districts in the fiscal year 1952 by nature of suit 


Cases commenced per 





National 
average 
Cases termi 
nated 1952 
Percentag: 
reaching 
trial ! 


Percent 


judgeship 
| Pennsyl- 
| vania 86 districts 
(eastern) 

Civil cases: | 
Total cases....-. 248 | 236 
United States cases - -- ; ‘ | 59 | 110 
Private cases 190 126 
United States plaintiff 41 | 7 
Land condemnation ; | 5 
Defense Production Act | 20 | 27 
Fair Labor Standards Act } 3 3 
Other enforcement aan 2 2 

Food and Drug Act 10 9 | 
Liquor laws 2 | 3 
Other forfeitures and penalties 1 6 
Negotiable instruments 18 
Other contracts 1 S 
Other United States plaintiff 2 7 
United States defendant 17 23 
Habeas corpus 1 4 
Tort Claims Act 2 4 
Tax suits 6 5 
Other United States defendant 9 10 
Federal question 78 38 
Copyright 1 1 
Employers’ Liability Act 22 6 
Fair Labor Standards Act 1 1 
Habeas corpus 2 3 
Jones Act 33 ll 
Miller Act 1 1 
Patent 5 3 
Other Federal question 13 12 
Diversity of citizenship R6 75 
Insurance “ 3 12 
Other contracts 18 12 
Real property 2 2 
Personal injury (auto) 39 28 
Personal injury (other) 18 14 
EE cbnlndthiincnanautubipcasecatethbaheonss 5 6 

Admiralty ‘ci - 26 14 | 
CE CR cin nicniminiansnienans dhebrintinsenseneaumier 75 177 


! This column shows the percentage of all cases of each type terminated which reached trial in 86 district 


having purely Federal jurisdiction. 
large and a relatively small amount of court time. 


THe WesteRN District oF PENNSY 


LVANIA 


It gives some indication of the types of cases which take a relative 


y 


There are at present 4 permanent judgeships in this district, the last of whic! 


was created in 1949. There is at present one vacancy. 


The civil caseload in this district is now twice as large as in the last prewar yeat 
and has fluctuated up and down in the last 4 years, as is shown by the following 


table: 


Fiscal year = Permi Pending Fiscal year 


menced nated 

1941 512 442 555 1948 

1942 67 637 589 «1949 

1943 522 523 588 1950 

1944 447 409 626, 1951 

1945 1, 451 1, 125 952 || 1952 

1946 1, 341 1, 184 1,109 || Ist half of 1953 
1947 797 SOS 1, 098 








Terr 
nate 


Com- 
menced 


707 

739 
1, OR5 

780 hy 
1, 032 

480 


ni- raat hite 
d Pend 


877 yas 


S80 


599 1, 06S 


164 RAY 


685 l 23H 


363 1 
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Increases in the civil cases filed in 1952 over 1951 oceurred chiefly in land 
condemnation cases which are now including only a single tract in one ease (113 
1952 compared with 8 in 1951), Employers’ Liability Act cases (132 compared 
with 77), motor vehicle personal injury cases (137 compared with 82) and Defense 
Production Act eases (143 compared with 81.) The total number of civil and 
criminal trials at Pittsburgh and Erie during fiscal year 1952 were as follows: 


} Civil | Criminal Total 
Place of holding court enema rr | 


| Court | Jury | Total | Court | Jury | Total | Court | Jury | Total 


39 50 | 23) 50} 82 
5 3 10 13 


26 | 69 | 95 





During the past year pretrial procedure has been used much more fully than 
before in this district. In 1952 there was a total of 199 pretrial conferences 
in comparison with 51 in the previous fiscal year. A considerable amount of 
time is devoted to each case and it appears from the trial reports that usually 
not over 4 to 6 cases are pretried in 1 day. Many cases are disposed of at the 
pretrial conference. 

Judge Burns who recently died held court regularly at least once a month at 
Erie in the fiscal vear 1952 for the disposition of nonjury cases and arguments. 
This has resulted in an increase in the civil cases filed in this part of the district 
from 24 in 1951 to 36 in 1952. 

The serious condition of congestion is shown by the length of time required 
from filing to disposition and from issue to trial which is given in table 3. For 
1952, the median from filing to disposition was 22 months, compared with a 
national median of 12.1 months, and from issue to trial, 15.5 months, compared 
with a national median of 7 months. 

Judge Gourley states in reference to present conditions in the district: 

“Tn relation to the Conemaugh Dam project in our district many condemnation 
ases have been filed and settled, yet many remain open on our docket. Hereto- 
fore as high as 60 tracts were filed under 1 civil action number and in 1 instance 
in civil action No. 5510, filed March 11, 1946, which contained at least 52 tracts 
and which covers docket entries of 52 pages and out of which at least 1 jury trial 
has already been heard and several remain to be tried, vet this was carried as 
1 case and when a parcel was assigned to a judge for trial, hours would be wasted 
searching out the pertinent records pertaining to said parcel.. The present 
system has been to assign a case number to each parcel. This procedure has 
increased our case number 5 percent and condemnation cases alone have increased 
at least 25 percent. 

“Due to our local common-pleas courts falling behind 3 or 4 years in the trial 
of jury cases Federal employers’ liability cases have increased in this court by 
it least 20 percent. The above condition in our local common-pleas court has 
also been the cause of many personal injury actions being filed in this court 
which ordinarily would have been filed in the local courts and many of these 
arise out of the countless accidents happening on the new turnpike and with its 
extension into Ohio many more cases are expected to be filed in this court. 

‘Again there has been an increase of tax cases by at least 5 percent. * * 

‘Since the appointment on November 3, 1949, of the Honorable Owen M. Burns 
as a district judge, cases in our northern district have increased 50 percent. This 
has been due chiefly to the presence of a district judge at Erie on the third Monday 
of each month to dispose of nonjury cases and arguments. Prior to this litigants 
from the northern 10 counties filed their cases either in the Ohio or New York 
district courts which were more convenient to them and better travel facilities 
were available than those to Pittsburgh. 

‘The Government has increased the filing of rent cases by at least 15 percent 
and although presently OPS cases have subsided those cases had increased by at 
least 5 percent. During the first 18 days of July, 1952, 64 cases have been filed 
in this office; 21 of which are rent cases.” 


* 
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Of the 1,236 civil cases pending on June 30, 1952, 504 had been pending 
over a year on that date. The age of pending civil cases on June 30 last was as 
follows: 


ne ce an nein banen nel aang e+ Aemdna ee ne eh en 1, 236 
ee Se See SS Oe nn ccm annecesamemenus pa same bie 100 
PR Ne POE fos ctincatacnoeincavdesuecabeoce renee 332 
SG) CONN UO SWORN ooo. 2 kc os ec dud cceee ensue Weeds ewes 275 
SPs SOONG AO O-RING... cc onc cdkelaesiecsnescteunewesen 104 
nn Aiea NN RI A iis ce ea ise ce rt wsdl eee pea ce 9 


RS NO OR ons s cen Gen scab ciseweendessetswwase 23 
Pu ke ase aAue ine souk wean 5 


The pending cases on June 30 included— 


OPS cases (rent violations) brought by United States._.............--- 100 
nD RIN Oe og cca oke udlat.oniwe Janeen weianinweune am 129 
EE BEE TOO UNO a a iti iwrnnwewedcesnnecacéncewneesnnne 56 
IN I CU ccc genaccnseenaciaesneeanksawees 171 
Contract caaek (diversity Juriediction)... .... 2... Selec ccc ket eee 95 
Personal injury—motor vehicle involved__..._......-...----.-------- 170 
ener memuaene erent TOMINY ook on ce eee es eee es 56 
DRE eee ee aaa demaiees canes Seek ca Gawsnd GU dteenietaes 71 
Pereeuas Caper y —Raneney 2 205253 ocean See os Se eh ne 5 5l 
I ra a a eas Pe 337 


One vacancy exists in the district as a result of the death of Judge Burns, and 
1 of the 3 remaining judges is seriously ill. Additional judgepower is badl, 
needed to prevent a disastrous congestion of the civil dockets. , 

A substantial number of criminal cases come into the district and while thes: 
are given priority, the pending criminal cases had risen on September 30, to 189 
compared with 161 a year previous. During the last year 3 criminal trials re- 
quired 10 days or more each and 1 civil case tried at Erie lasted for 30 trial days 

The Judicial Conference of the United States at its September meeting recom- 
mended an additional judge for this district. Since that time, as pointed out by 
Judge Biggs, Judge William Alvah Steward of this district has become gravely 
ill and when and to what extent he can resume his duties is in serious doubt. As 
a result, on the recommendation of the Judicial Council of the Third Circuit, 
the Judicial Conference in February, by mail vote, recommended an additional! 
temporary judgeship for this district. The attached tables give details concerning 
the court business. 

Respectfully submitted. 


WILL SHAFROTH, 
Chief, Division of Procedural Studies and Statistics, 
Administrative Office of the United States Courts, 


Marcu 2, 1953. 
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WesTERN District oF PENNSYLVANIA 


[ABLE 1.—Cases commenced and terminated, by fiscal year, and pending at the end 
of each year, beginning with 1941 


TOTAL CIVIL CASES 


} 
Com- | Termi- | Pending 
menced | nated June 30 
| 


Termi- | Pending 


| 
Fiscal year menced nated June 30 |} Fiscal year 








512 555 || 1048__. hide 877 928 

671 637 589 || 1949... 738 599 1, 068 

588 || 1950 ; , 08: &80 1, 273 

447 } 626 1051....- | 164 889 

, 451 , 12! 0562 || 1062........ , 03% 685 | 1, 236 

, 341 , 184 | 1,109 || First half of 1953 363 | 1,353 
1, 098 


UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 


[OPA cases are in parentheses !1 
na re eae ene ae ae ne ee 
Termi- | Pending |} Com- Termi- | Pending 
menced nated June 30 || menced nated | June 30 
' 


1] | | 
| 321 || | 390 (59) | 607 36 
| 351 416 (120)| 446 406 
| 


Fiscal year Fiscal year | 








376 ic sanacat ‘ae (86) | 544 

381 || 198 od 402 (81) 559 
: 696 || 535 (143) 368 | 

11,126  (901)| s 807 || First halfof1953.| 243 (102) 198 
512 (304)| 666 | 653 || | 


| 


PRIVATE CIVIL CASES 





| | 
Com- Termi- | Pending Dita dies 
menced | nated June 30 Fiscal year 


| 
Fiscal year menced nated June 30 


| | 
Com- | Termi- | Pending 





201 | 204 | 234 || 1948__- ie 317 270 | 492 

231 227 | 238 || 1949 323 153 662 

201 | 227 | 212 || 1950 457 336 783 

132 | 99 | 245 || 1951 } 378 605 | 556 

125 114 256 1952 | 497 736 

215 | 169 | 302 || First half of 1953. 237 | 808 
5 | 142 | 445 | 


285 


CRIMINAL CASES 


[Cases transferred are not in¢luded in ‘“Commenced” and “Terminated” columns] 


Com- Termi- | Pending 
menced nated | June 30 


Com- Termi- | Pending 
menced nated June 30 


Fiscal year 


mil 
Fiscal year | 
| 








342 | 84 || 1948... oe 246 266 | 131 
327 | 0. as... 247 248 | 120 
406 | 133 1950 339 306 153 
531 | 142 || 1951 235 | 258 121 
37 176 || 1952 279 219 182 
367 174 || First half of 1953 103 124 159 
302 148 


'OPA cases, including rent control, are separately listed because from 1945 to 1947 they constituted a 
roportion of all civil cases commenced, although they required on the average a relatively small pro- 
f court time per case for disposition during those years. They are included in the figure which 

low 





1 
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TABLE 2.—Cases commenced per judgeship 


TOTAL CIVIL CASES 


Western district of Pennsylvania 


Nation al 
























































i (glbmgtamrtpin atime j eer ee Gas erage 
Fiscal year Nan eal ases con 
Number of | Cases com- sannt oe | meneed per 
judgesaips | menced judgeship | judgeship 
cacti » ; 3 512 171 | 14 
1942 | 3 671 224 1A® 
1943 te 3 522 174 | 158 
1944 | 3 447 149 | Ag = 
1945 3 | 1, 451 484 | 99% x 
1946 c | 3 1, 341 447 | 9 18 
1947 3% 797 242 | 7) a 
1948 3% 707 212 | XH - 
1949 3% 739 222 zis ~ 
1950 434 1, 085 250 2 : 
1951_- $14 780 180 x 19 
1952 4% 1, 032 238 | 2 19 
19 
UNITED STATES CIVIL CASES (UNITED STATES A PARTY) > 
Western district of Western district of u 
Pennsylvania | National Pennsylvania Nationa 
onteaiendiieah a jc average: i a a a average } 
Fiscal year | Cases com- | Fiscal year Cases com. ‘ 
Niet Cases com-} menced per Nala _| Cases com- | menced per 
: — 1 menced per | judgeship! |} , eesecbses | menced per | judgeshij rt 
_ judgeship | 1] ; judgeship 
= nicupciciiti " a = aimed eek inatigpein ici a nn litical sit | wiiineiabie rey 
1 | 
1941... 311 104 83 || 1947 512 155 | ' 
1942 ey 440 147 91 ||) 1948 390 117 | 7 
1943 321 107 100 1949 416 125 
1944 315 105 113 1950__. 628 145 | 
1945__. 1, 326 442 238 1951 402 93 
1946 1, 126 375 251 1952_. 535 123 
PRIVATE CIVIL CASES 
as — — — saat - 
Western district of Western district of | 
| Pennsylvania National Pennsylvania Nati 
SS Be | average: aE ies oR averagt 
Fiscal year | Cases com- Fiscal year Case 
Socne pam, | | aSeS com-| menced per |} iat _| Cases com- | menced p: 
|‘ oe aa menced per | judgeship ! : en menced per | judges! 
cane judgeship , | judgeship 
jihad cieastiiatiga tas i & : csieemeiaenibt iacakiananitat A chai | 
1941 201 67 | 82 || 1947. 285 | 86 | 
1942 | 231 77 | 77 1948 317 | 95 7 
cot al 201 67 | 58 || 1949... 323 97 
1944___- 132 44 | 56 || 1950 457 | 105 
1945 125 42 57 || 1951 378 87 | 
1946 215 72 70 || 1952 497 115 | 
| } 
CRIMINAL CASES 
Western district of Western district of 
Pennsylvania National Pennsylvania National 
ee kk, ae = i. average 
Fiscal year ‘ Cases com- Fiscal year | 6 Cases com- 
— _| Cases com- | menced per . _ | Cases com- | menced pet 
—— | menced per | judgeship ! —_—— | menced per | judgesh\; 
. | judgeship | judgeship 
— — —_ — ——— - -- — = — —_ _— 
occu 309 103 | 165 || 1947.......- 281 85 r 
1942 = 332 111 | 174 || 1948..._-.-. 246 74 7 
1943 450 150 | 190 || 1949...._.. 247 | 74 T 
1944 540 180 211 1950_. 339 78 oY 
1945 | 471 157 209 ete niatin 235 54 w 
1946 s | 365 122 171 | ee 279 | 64 
1 This column includes all districts having purely Federal jurisdiction: 86 districts for 1949 and thereafter; 


84 districts before 1949. 


Because caseload figures are given to the nearest whole number, it is not always possible to derive exxt 
totals by adding component parts. 
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[ante 3.— Time intervals in civil cases terminated in which a trial was held, for 
each fiscal year beginning with 1945 


Fiscal year 


CURRENCY OF DOCKETS 


Total cases 
| after 
| 


Pennsyl- 
vania 
(western) 


| 
| 
| 
} 
| 


terminated 
trial 


National 2 


Median time interval (in months)! 


Filing to disposition 


Pennsyl- 
vania National 2 
(western) |- 


Issue to trial 


Pennsyl- 
vania | National? 
(western) 


36 2, 883 

90 3, 421 
51 3, 963 9. : 5 
1 ict abit 61 4, 548 Y. { 5. 
1949... slid 42 4, 847 } 10. 
i 2 a ee ; 39 5, 020 23 ‘ 20 
OR ao annrd siti 139 5, O85 21 z 17 
80 4, 767 22. 0 o 15. £ 


ee 
Su 


Doe OS 
een cooe 


1 The median time interval from filing to disposition is computed by arranging all cases terminated 
juring the year, in which a trial was held, in order according to the time from filing to disposition, from 
the lowest to the highest. The median time is then the time required for the middle case of the series or 
f there is an even number of cases, it is the average time for the two middle cases. The same procedure 
s followed in determining the median time from issue to trial. The median instead of the average is used 
ecause it prevents distortion of the result by a few nontypical long or short cases. 


} 


rhe period from filing to disposition is the elapsed time from commencement to termination of the case. 
The period from issue to trial is the time from filing of the answer to the date trial is begun. 

Land condemnation, habeas corpus, and forfeiture cases are not included because they are not 
representative of the time required for the general run of civil cases. 


? This column includes al) districts having purely Federal jurisdiction: 84 in 1945-48 and 86 in 1949-50 
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TABLE 4,—Cases commenced per judgeship in the western district of Pennsylvania 
and in 86 districts in the fiscal year 1952 by nature of suit 





Cases commenced per National 
| judgeship |  gverage: 
iE ie Cases termi 
} nated 1952 
| | Percentage 


Pennsy!vania sahing 
(western) 86 districts — ig 























‘Civil cases: 
Total cases. ... 2 











United States cases 
Private cases 












































United States plaintiff. . : lll 87 | f 
Land condemnation ’ 5 | 
Defense Production Act ; 33 27 | ) 
Fair Labor Standards Act : ‘ 2 3 
Other enforcement 5 2 
Food and Drug Act ll 9 
Liquor laws 1 | 3 | 2s 
Other forfeitures and penalties _- 2 | 6 | 7 
Negotiable instruments 12 | 18 2 
Other contracts 17 8 | $ 
Other United States plaintiff 2] 7} f 
United States defendant siitandeihadeetaehlidesniied ita clae 12 23 2 
Habeas corpus - 4 | 
Tort Claims Act 3 | 4 | 27 
Tax suits ‘ ; 6 | 5 | 2 
Other United States defendant es 3 | 10 | x 
Federal question .._.-- ; det sa dalbely 45 38 | 
Copyright 1 | 
Employers’ Liability Act j ‘ 30 6 2 
Fair Labor Standards Act : | 1 1 2 
Habeas corpus_. | 2 3 | 
Jones Act $ 11 | 
Miller Act.- ; = 1 | 
Patent 7 ‘ 1 3 |} 
Other Federal question .-...........-- 7} 12 | i 
Diversity of citizenship 62 75 7 
Insurance ‘. 3 12 
Other contracts 9 12 | 
Real property 2 2 2 
Personal injury (auto) ; 32 28 ? 
Personal injury (other) - - | 8 14 
Other diversity Se | 8 5 | 
Admiralty siiceccnbicadcs ee 7 14 | 7 
Criminal cases ésueldtiesiinnt ‘chs ie eonmndee | 64 | 177 8 





1 This column shows the percentage of all cases of each type terminated which reached trial in 86 d 
having purely Federal jurisdiction. It gives some indication of the types of cases which take a relat 
large and a relatively small amount of court time. 


May 10, 1950. 


Hon, Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

Dear Senator McCarran: You have inquired of me on May 5 concerning 4 
bill to provide that the district judge for the eastern, middle, and western district 
of Pennsylvania shall become a district judge for the middle district of Pennsy 
vania alone when the first vacancy occurs in that district (S. 3480). 

This is a measure which was recommended by the Judicial Conference o 
United States at its annual meeting held in September of 1949 (p. 6 of the Sey 
tember 1949 report). The present judgeship for the eastern, middle, and wester 
districts of Pennsylvania was created by an act approved July 24, 1946 (60 Stat 
654). The act contained a proviso that when a vacancy occurred in the judges! 
so created, it should not be filled. When the law was passed there were 2 perma- 
nent judgeships for the middle district of Pennsylvania, 5 for the eastern distr 
and 3 for the western district. At that time the number of judges in both 


f + 


eastern and western districts was inadequate for the amount of business of 


f the 


+} 
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courts, and the provision that the judge authorized for the middle district should 
also be a judge for the eastern and western districts, was logical. 

The judge appointed under the law was a resident of Lewisburg in the middle 
district and he has made his headquarters in that city where they now are. He 
has given a considerable portion of his time since his appointment. to service in the 
eastern and western districts of Pennsylvania, principally in the eastern district. 
The law passed, however, at the first session of the present Congress (Public Law 
205, approved August 3, 1949) provided for two additional permanent judges for 
the eastern district and one additional judge on a temporary basis for the western 
district, which a pending bill (S. 3099) would make permanent. 

There have been two permanent judgeships for the middle district of Pennsyl- 
vania since 1929 and there is no question that two district judges are needed and 
will be permanently needed to handle the business of that district. Information 
concerning the business of this and the other districts of Pennsylvania and con- 
cerning the judgeships for the three districts is contained in the attached memo- 
randum and the accompanying tables prepared by Mr. Chafroth, chief of the 
Division of Procedural Studies and Statistics of this Office. 

The pending bill if enacted will continue the present number of judges for the 
middle district by providing that the incumbent of the judgeship for the three 
districts shall fill the vacancy arising when one occurs on account of the retire- 
ment, resignation, or death of either of the district judges who are presently judges 
for the middle district alone. At the time the present judge for the three districts 
of Pennsylvania will become a judge for the middle district only and cease to be a 
judge for the eastern and western districts. At the same time the judgeship for 
the three districts will lapse under the terms of the act of 1946 creating it. The 
present incumbent of that judgeship who will thenceforth be a judge for the 
middle district, will still be subject to assignment by the chief judge of the third 
circuit of which the districts in Pennsylvania are a part, to sit in the eastern and 
western districts if there is need under the provision of section 292 (b) of title 28 
of the United States Code. But his regular sphere of duty will be only in the 
middle district. 

The pending bill will reduce by one the number of district judges for the three 
districts of Pennsylvania whenever a vacancy occurs in the middle district, and 
consequently will be a measure of economy. I recommend its enactment. 

Sincerely yours, 
Henry P. CHANDLER. 
APPENDIX 21 


District oF SoutH DAKOTA 


TaBLeE 1.—Cases commenced and terminated, by fiscal year, and pending at the end 
of each year, beginning with 1941 


TOTAL CIVIL CASES 


Com- Termi- | Pending | 

















‘ , s a Com- Termi- | Pending 
Fiscal year menced | nated | June 30 | Fiscal year menced | nated | June 30 
| 
78 70 68 | 107 125 95 
88 73 | 83 | 118 110 103 
83 8l 85 | 115 | 120 98 
119 115 89 | 126 | 105 119 
220 138 171 | 189 | 147 161 
322 320 173 | 102 66 197 
189 | 249 113 
| 








UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 


[OPA cases are ia parentheses '] 


Com- Termi- | Pending Com- Termi- | Pending 

















Fiscal year menced nated June 30 Fiscal year menced nated June 30 

52 47 ait ciresicncienccin 64 (3 83 69 

60 44 kt ¢.. eee 88 (9) 85 72 

63 (3) 52 61 I ee Es 78 Q) 78 72 

PR cinadewndieibes 107 (36) 95 73 |} 1961.......- | 9 (2)] 68 94 

| a > a 132 | 146 || 1952 143 (1 108 129 

1946... -------| 306 (241)| 300 152 | First half of 1953..| 79 (12 46 162 
1947 5 (59) 227 88 


See footnote at end of table, p. 152. 


















































154 ADDITIONAL CIRCUIT AND DISTRICT JUDGES 


TABLE 1.—Cases commenced and terminated, by fiscal year, and pending at the end 
of each year, beginning with 1941—Continued 


PRIVATE CIVIL CASES 


— Com- Termi- Pending a 7 Com- Termi- | Pending 
Fiscal year menced nated June 30 Fiscal year menced nated | June 30 
| | | 
1941 | 26 | 23 34 || 1948... 43 2 
ia 28 | 29 | D8 RID cask cse- soe 30 | 25 
Pinebeacia | 20 | 29 | 24 || 1950... : 37 42 oF 
Reiesh ars. 3. nkoks 12 20 Oe cece 36 | 37 
Dalat cacwsaamn 15 6 | 25 |} 1952... al 46 | 39 2 
eta i 16 20 | 21 || First half of 1953- 23 20 
eae 26 22 5 } 


CRIMINAL CASES 


[Cases transferred are not included in “Commenced” and “Terminated” columns} 


| 





lh atin Com- Termi- Pending Hl aie Com- | Termi- | Pending 

Fiscal year menced nated June 30 Fiscal year | menced nated June 30 
Det sitters 155 | 143 A ee 83 79 47 
WS goatee 152 | 135 AT Weer ccc. 116 118 4? 
Pei bhivnsiniens - 156 155 57 a 113 99 | 55 
ee 141 134 64 Bh dicéince — 181 147 | 85 
Sb cebibiattnlantisesieinnes 86 Qs 52 Rl Paidctnteomate 148 141 } 
Se gdldaseaveee an 81 82 51 || First half of 1953. 91 102 | 77 
Reb ctnutdeces 97 99 41 || 

i 


1 OPA cases, including rent control, are pine listed because from 1945 to 1947 they constituted a 
large proportion of all civil cases commenced, although they required on the average a relative ly smal 
proportion of court time per case for disposition during those years. They are included in the figure which 
they follow. 


TABLE 2.—Cases commenced per judgeship 
TOTAL CIVIL CASES 














| South Dakota National South Dakota Wattuna 
| a a average: i ee ee ey average 
mi ., | Cases com- . Cases nth 
Fiscal year Cases com- | : Fiscal year Cases com- 
| Number of; menced “4 sear ol | Number of} menced | 1° rt 
judgeships | per judge- per Be judgeships | per judge- | I y 
ship ship | ship | 
aacdisti aeuiitenen vacated Nickens tidal iste ils Aaecniiicte pinta ie 
Re isosdrcbatsadl | 1 78 | ee 1 189 | 271 
cinntcadat | 1 8S COE 1 107 205 
a | 1 83 | 158 || 1949.......... 1 118 238 
1944... nell 1 119 | Le a 1 115 222 
1945...... “| 1 220 | 295 pasiocdan dl 1 126 | 204 
1946. ae 1 322 $21 || 1952.........- | 1] 189 236 





| | | 


UNITED STATES CIVIL CASES tala D STATES A PARTY) 


| } | 





3 
{South Dakota| |South Dakota 


ee Be | National av- Se ____| National av- 





Fenn) we | erage: Cases — | erage: Cases 
Fiscal year Cases com- | commenced | Fiscal year | Cases com- | commenced 
menced per | perjudgeship ? || | menced per perjudgeship' 

judgeship | i] | judgeship | 

1} | 

i | tees | | dl << ————| — 
EI ici nscnevennats 52 | OO BO iis cubcindennndin 163 | 162 
Dak sitcceécannctl 60 | 91 | et hee. 64 87 
nn ES “asl 63 | 200 Tf MOR 3 5 e322 EI 88 | 118 
Pn a csgetc uh 107 | SAR Guess. cisizlncan 78 109 
Tees octannenncends 205 | 000 SI cn acsspinatnnceans 90 93 
tee tenis teases earth 143 | 110 


OG cites ink cr 306 251 | 


See footnote at end of table, p. 153. 
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TABLE 2.—Cases commenced per judgeship—Continued 


South Dakota 


PRIVATE CIVIL CASES 


National av- 


‘iscal yes 7 . 
Fiscal year Cases com- 


menced per 


erage: 
commenced 
per judgeship ! 


Cases 


South Dakota 


Fiscal year 


National av- 


erage: Cases 

Cases com- | commenced 
menced per perjudgeship! 
judgeship 

26 109 

43 117 

30 121 

37 113 

36 111 

46 126 


AL CASES 


South Dakota 


Fiseal year 


Cases com- 


} 
| 
| National av- 
erage: Cases 
commenced 


menced per |perjudgeship! 
judgeship 


judgeship 

1941 | 26 82 || 1947. 
1942... 28 | 77 || 1948 
1943 20 | 58 || 1949. 
1944 | 12 | 56 || 1950. 
WONG. cccnas canteen | 15 57 || 1951 
1946 16 70 1952. 

CRIMIN 

South Dakota 

—__._._.______| National av- 

cata lai erage: Cases 

Fiscal year Cases com- | commenced 

menced per per judgeship 

judgeship 

1941 : 155 165 || 1947 
1089. naw 152 | 174 || 1948 
1943 | 156 190 || 1949 
Ee a cnn avadanenne 141 | 211 || 1950 
1945 a 86 | 209 || 1951 

rer - | 81 171 


! This column includes 86 districts for 1949 and thereafter; 84 districts before 1949. 


1952... 


97 173 
83 167 
116 177 
113 169 
181 180 
148 177 


Because caseload figures are given to the nearest whole number, it is not always possible to derive exact 


totals by adding component parts. 


TABLE 


each fiscal year beginning with 1945 


CURRENCY OF DOCKETS 


Fiseal year 


South 
Dakota 


4 
6 
6 
10 
13 


10 
18 | 








Percentage 


Total cases terminated 
after trial 


National ! | 


2,883 | 
3,421 
3, 963 
4, 548 
4, 847 
5,020 
5,085 | 
4, 767 


of termi- 
nated cases requiring 
less than 6 months 
for the interval from | 


filing to disposition | 





South Tost 
Dakota National ! 
Percent Percent 
75.0 29. 6 
50.0 29.3 
83.3 31.9 
40.0 26.7 
A 28. 5 
14.3 22.3 
60.0 20.8 
33.3 21.1 


3.—Time intervals in civil cases terminated in which a trial was held, for 





Percentage of termi- 
nated cases requiring 
less than 3 months 
for the interval from 
issue to trial 








South Tat? 

Dakota | National ! 

Percent | Percent 
75.0 | 32.4 
33.3 | 33.4 
66.7 32.1 
20.0 27.4 
15.4 28. 2 
28.6 24.5 
30.0 | 21.9 
33. 3 22.8 





! This column includes all districts having purely Federal jurisdiction: 86 districts for 1949 and thereafter; 


§4 districts before 1949. 


__The period from filing to disposition is the elapsed time from commencement to termination of the case. 
The period from issue to trial is the time from filing of the answer to the date trial is begun. 
Land condemnation, habeas corpus and forfeiture cases are not included because they are not representa- 


tive of the time required for the general run of civil cases. 
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TABLE 4.—Cases commenced per judgeship in the district of South Dakota and in 8¢ 


districts in the fiscal year 1952 by nature of suit 




















Cases commenced per | National 
judgeship | averag 
stannic a tans 
| | nated 1952 
Sout | Percent 
eon 86 districts | reaching 
, trial ! 
Civil cases: | | Percent 
MODAL AROUR RISE oc. ck Et cnconimnucecsmansathe be easew 189 | 26 | 12 
United States cases........--.-----------2-+-- ; 143 | 110 
PHGRINOMER oo < sccencnnacnccne tds 46 | 126 | { 
United States plaintiff.......................---..200e0- 133 | — 
I, i siiincddiventineadanisian’ | 37 | 7 
SORE IND PADS oon ce ccccancccessccauaccons 11 | 27 } 
Per TRUST PUREED ACL. . 6c cceccwccnncnsmsscecsce! 3 | 3 | 
Other enforcement...............--. inhinsendilenkendacn 1 2 | 
rr Or ee ik uc ecesebenes hicaiatiees 13 9 | l 
ka Re naionineiemennil } 1 | 3 | 28 
Other forfeitures and penalties. -...............-..-..- | 3 6 | 7 
Negotiable instruments. --....-- ane samuteion wane ' 47 18 | 2 
OURCP GUSTAGIS.. .. 2. cncccscceccce a eet -| 7 s 4 
Other United States plaintiff. ....................... 10 | 7 | 6 
United States defendant_..........- —nceagelidetitetaiaiinin | a 10 | in 23 | iia 21 
I so 1 6 nn sateen ue abeime okmate Seu 2 | 4 | lf 
eR cignabndere vuctenneesanameneidanne al 1 | 4 27 
Tax suits____- eye in a okeaaeeemaiie 3 | 5 21 
Other United States defendant... ..............-.-.- 4] 10 2 
es Cn cctierninitintnecntecndlinencctithinnaetinans ; 7 38 | Gi l 
I sii tabs ctecininin ~igupatinetactedanspenute Rtchintel aa aiss 1 9 
Employers’ Liability Act......... ‘ | 1 6 21 
nD SE CRUINED FE. os ncinsdnckianmadineedionnune ae | 1} 2 
Habeas corpus... eeinane diene ytebel Libsstie aboaaien | eae 3 5 
UNE. ARs, . daa diaddechdobdabkice 11 7 
EME UE. cnnccdnocounianbicbatcin | 1 | 2 
I. ingle teuhictaaBenrsia ad | | 3 | 17 
Other Federal question 12 4 
ee aio one ec ween eabeae 39 75 
RI Te an Da, AINE Rell net a ee | 3 | 12 | \4 
Cat POIED.. 5 cc keaentn ae inaeeusaabesens Seouiupoow | 6 | 12 | 18 
Real property... .......-.. ‘cldteaenatcanatcmeio aia Liencaaeeanwle Send l icy ascites 4 2 20 
Personal injury (auto)......-. | 20 28 | 7 
Personal injury (other) y 14 | 7 
Other diversity. ....- 1 6 18 
atin BIO 2 beady reed here ae a 
SN SNE ao ca nncudinwcvaneadddpbcueuntxtekidiueriodeaies 148 177 | 8 


1 This column shows the percentage of all cases of each type terminated which reached trial in 86 districts 
having purely Federal jurisdiction. It gives some indication of the types of cases which take a relatively 
large and a relatively small amount of court time. 


UNITED STATES SENATE, 
CoMMITTEE ON ARMED SERVICES, 
Washington, D. C., April 1, 1953. 
Hon. Witiiam LaNGer, 
United States Senate. 

Dear SENATOR LANGER: Attached you will find a letter from the Honorabk 
A. Lee Wyman, judge of the district court of South Dakota, to Mr. Roy E. Willy, 
of Sioux Falls, 8. Dak., which I showed to you earlier today. 

Many thanks for your consideration, 

Sincerely youis, 
FRANCIS Case. 
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Unirep States District Court, 
District or Sours Daxorta, 
Stour Falls, S. Dak., March 23, 1953. 
Roy E. WIxty, 
Attorney at Law, Sioux Falls, S. Dak. 


Dear Roy: Since our recent conversation in regard to the matter of a congres- 
sional provision for the appointment of an additional judge for the South Dakota 
judicial district, 1 have considered the situation indicated by Senator Case’s 
report to you and feel that in fairness to everyone concerned I should frankly 
state my position as to the necessity for the enactment of the proposed legislation. 

I qualified for my present position on the 19th day of May 1929 and if I live 
intil December 9 next I will have attained the age of 79 years. I have been sub- 
ject to three more or less serious abdominal operations, each one of which has 
resulted in materially reducing my natural vitality and activity. But notwith- 
standing my advanced age and the operations referred to, my general health 
would be considered as good for one of my age. Iam, however, conscious of the 
fact that when a man’s life span has exceeded the recognized allotment of three 
score and ten, that he is, so to speak, living on borrowed time and that there is a 
strong probability that he will either die or become physically or mentally inca- 
pacitated before the lapse of many months. Therefore, I am convinced that in 
the interest of the orderly conduct of the business of the court the legislation in 
question should be enacted without unnecessary delay 

If an additional judge can be appointed I feel that I might say, in all modesty, 
that I could, for the time I remain on the bench, be of material assistance to him 
in his adjustment to the manner of handling the work of the court and in addition 
be doing my full share of the work. 

I have no desire at this time to retire, and, as a general thing, I enjoy the work. 
It is true that there are days when I do not feel quite equal to the strain and con- 
centration for an unusual length of time in the trial of an important jury case. 
The only.other difficulty which I have experienced is the difficulty in hearing 
evidence and frequently the remarks of counsel during the trial of a jury case. In 
my opinion this defect, which was first noticed something over a year ago, has 
grown progressively worse. I regard this difficulty im hearing as a serious handi- 
cap which, under certain circumstances, would be a sufficient disqualification. 
It certainly would be decidedly unfair to litigants and to counsel to be required to 
submit their cases to a judge who does not have a distinct knowledge of the evi- 
dence, and I am certain I would never willingly be a party to any such proceeding. 
While I have never experienced any difficulty in the trial of nonjury cases which 
are generally tried in chambers where the witness sits facing me and talks directly 
to me, I have frequently experienced material difficulty in the trial of jury cases 
where the witness of necessity sits at the side and in front of me facing the jury, and 
counsel stand with their backs to me when facing the jury in making their opening 
statements and their arguments to the jury. 

As you know, I have been eligible to retire for almost 9 years but have never 
given the thought of doing so any serious consideration as long as I felt that I was 
able and competent to do the work of the court. However, I say to you frankly, 
much as IJ dislike the thought of retiring I feel that is the only honorable thing for 
me to do, in good conscience, if and when I know that my defective hearing results 
in doubt as to the correctness of my findings and conclusions. 

In view of my age I could not hope to hold this position for but a short time at 
most and the additional expense would be of little moment, especially when you 
take into consideration the fact I have already saved the salary of an additional 
judge for practically 9 years by not retiring when, under the law, I was eligible 
for such retirement. 

Of course, when all is said and done, the matter is properly in the hands of the 
Congress and if, in their ultimate judgment, they feel that it is unnecessary to 
pass the proposed legislation which would permit the appointment of an additional 
judge, with the understanding that upon my death or retirement there would be 
no vacancy left in the judgesbip, I will of necessity have to abide their decision 
but I will do so with a firm determination to retire whenever I am convinced that 
{ am not qualified to handle jury cases which, from present indications, will not 
be far in the future. 

Very truly yours, 
A. LEE WyrMan, 
United States District Judge. 
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APPENDIX 22 
Tue JupiciaL BUSINESS OF THE MippLE Disrricrt or TENNESSEE 


This district has one judge. The Judicial Conference has for 2 years recom- 
mended the creation of a temporary judgeship to assist Judge Davies who has 
not been in good health for the last few years. 

The attached statistical tables indicate about an average amount of business, 
although in the first half of the fiscal year 1953, 164 civil cases were filed compared 
with 103 filed in the first half of last year. However, these tables do not ade- 
quately reflect the extensive amount of condemnation business in the district. 

The foundation for the Conference’s recommendation has been the condition 
of Judge Davies’ health. Another judge is required in the district to supplement 
his efforts. 

In order to keep the dockets from falling further behind, it was necessary to 
bring in visiting judges to aid in the disposition of the judicial business in 1950. 
In November 1952 Judge Robert Wilkin of Ohio sat for 6 days in holding trials 
and pretrials. 

The following statement of conditions in the district made by Judge Davies 
before a subcommittee of the Senate Judiciary Committee of the 82d Congress 
considering 8. 1203 is still pertinent to the present situation: 

“On April 2, 1951, I asked the clerk of the court to prepare a statement of the 
criminal and civil cases pending in the United States District Court for the 
Middle District of Tennessee as of that date. This statement shows that there 
were 264 criminal cases pending at that time, of which 192 were new cases returned 
by the grand jury on that date. These cases are divided between the 3 divisions 
of the middle district as follows: Nashville division, 134; Columbia division, 
158; northeastern division, 73, as shown by a separate statement attached hereto. 

“Tt also appears from the memorandum prepared by the clerk that in regard 
to civil cases now pending on the docket, in all 3 divisions there are now pending 
62 TVA condemnation cases. Thirty-one of these cases are at issue and ready 
for trial. There are 238 other civil cases pending, of which number 137 are at 
issue and ready for trial. This represents a total of 300 civil cases pending in 
all 3 divisions other than regular condemnation cases pending in the northeastern 
division growing out of the construction of Dale Hollow and Center Hill Dams. 
Practically all of the cases in the Dale Hollow project have been disposed of. 
However, it appears that there are 3 cases still pending and ready for trial in 
connection with that project. There are now pending 332 condemnation cases 
relative to the Center Hill Reservoir, of which 140 cases or tracts are at issue 
and ready for trial. This makes a total of 335 condemnation cases now pending. 

‘“‘While the word ‘cases’ used in reference to these condemnation suits may 
not be strictly-accurate inasmuch as it appears there may be 15 or 20 tracts of 
land included in 1 condemantion suit or case, yet there must be a separate jury 
trial for each tract of land and 1 suit involving a condemnation of 15 or 20 tracts 
of land will require that many separate and distinct jury trials, and for that 
reason I have referred to them as ‘cases.’ The court has already disposed of 297 
cases or tracts of land by jury verdict or judgment on stipulation in the Dale 
Hollow Reservoir and 109 cases or tracts in the Center Hill Reservoir. 

“A tabulation of these figures will show that there is now pending a total of 
635 civil cases of all kinds. If 1 day each is allotted to the trial of these cases, 
which seems to be a most conservative estimate, it can easily be seen that it 
would take 1 judge more than 2 years of steady work to dispose of all the civil 
cases now pending on the docket without reference to the criminal cases or other 
current cases which might be filed in the meantime. 

‘Furthermore, the Congress has already authorized the construction of another 
dam across the Cumberland River known as Old Hickory Dam and I am advised 
that a survey is now being made by the Corps of Engineers preparatory of filing 
condemnation suits for the acquisition of property necessary for the construction 
of this reservoir. This will add a large number of condemnation suits to those 
now pending. 

“In addition the construction of Stewart’s Ferry Dam and the Three Islands 
Dam has been authorized by the Congress but money for the construction thereof 
has not yet been appropriated. It can easily be seen that if these projects are 
completed on schedule, it will add greatly to the number of cases to be disposed 
of in the United States court at Nashville.” 

Respectfully submitted. 

WILL SHAFROTH, 
Chief, Division of Procedural Studies and Statistics, 
Administrative Office of the United States Courts. 


Fesruary 20, 1958. 
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LE 1.—Cases commenced and terminated, by fiscal year, and pending at the end 
of each year, beginning with 1941 


Fiscal year 


Com- 
menced 


147 | 
106 | 
125 | 
107 | 
147 | 
198 

159 


Termi- 
nated 


126 
131 
104 

78 
160 
173 
185 


TOTAL CIVIL CASES 


Pending 
June 30 


135 
110 
131 
160 
147 

79 


146 





UNITED 


Com- 
menced 


Fiseal year 


1948... 
1949... 


} ir 


| 
| 


Es aianason 
1952. 


First half of 1953-.| 


STATES CIVIL CASES (UNITED 8’ 


[OPA cases are in parentheses 4] 


Termi- 
nated 


| 
| 


(5) | 


(10) 


(54) | 


(138) 


Com- 
menced 


57 
23 
32 
14 


157 
142 


Termi- 
nated 


139 | 


46 | 


38 


27 | 


29 


Pending 
June 30 


80 
70 
86 
130 
117 
139 
107 


Pending 
June 30 


55 
40 
45 


tl 


30 | 


PRIVATE CIVIL CASES 


Fiscal year 


es 
Dinnscccnesace 
aes ake 
1952... 


First half of 1953. - 


Fiscal year 


| 


| 129 


Com- 
menced 


126 | 
170 | 
162 
190 
236 | 


164 | 


Com- 
menced 


91 


97 


| 128 


- 


169 
140 


(9)| 
(24) 
(26 

(21) 
(27) | 
(13) 


Com- 
menced 


Termi- 
nated 


99 
103 
120 


| Pending 


123 | 


181 


196 | 


rATES A PARTY) 


Termi- 
nated 


68 
63 
85 


June 30 


173 


Pending 


| June 30 


89 | 


135 
152 


Termi- 
nated 


130 
196 
208 
247 
281 
269 


Pending 
June 30 


35 
41 
65 
62 


31 | 


40 
35 


34 | 


21 | 
19 
49 | 


21 | 
16 


43 


951... Bi 
| Ae 

| 33 | First half of 1953. .| 
39 | 
| | 


24 | 44 


[Cases transferred 


Com- 


Fiscal year menced 


333 
419 


263 | 


180 


CRIMINAL CASES 


| Termi- Pending 


eee a 


250 


182 | 


- all 
‘ 232 


| 


nated 


foes 


469 


339 | 


358 
213 
250 


| 


| 


225 | 


June 30 


49 


54 


Pees 


Fiscal year 


|| First half of 1953_-| 
60 || 


Com- | 
menced 


140 
184 | 
338 | 
309 | 
282 | 


_ 
Ss 


are not included in ‘““Commenced” and “Terminated” columns] 


Termi- 
nated 


46 | 


166 | 


153 
351 
224 


240 | 
162 


43 
44 
74 

102 
23 


103 


Pending 
June 30 


36 
69 
52 
134 
175 
61 


! OPA cases, including rent control, are separately listed because from 1945 to 1947 they constituted a large 
roportion of all civil cases commenced, although they required on the average a relatively small proportion 
urt time per case for disposition during those years, 


They are included in the figure which they follow. 
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TABLE 2.—Cases commenced per judgeship 








Ta 
TOTAL CIVIL CASES 
. ; | ‘Middle li {T sia | 
i e district 0 ennesse¢ Nation oe 
| re 
Fiscal year | Cases | Cases ci 
Number of | Cases com- | Cases eo. | | menced | 
| judgeships menced | judgeship | judgeship 
1941 1 | 147 | 147 | { 
1942 i 106 106 | 6R 
1943 1 125 | 125 | 8 
1944 l 107 107 ) 
1945 1 147 147 205 
1946 1 198 198 | 
1947 1 159 | 159 7 1945 
1948 1 126 | 126 1946.. 
1949 1 170 | 170 ‘ 1947... 
1950-... 1 162 | 162 22 1948... 
a o----- wnnne nee n eens nnn e eee eeee --- 1 190 10 04 1949. 
1952. - 1 236 236 1950.. 
a ae a 1951 
, a. ktiuea seie . : edits jek i ele 5 1952 
UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 
a ce : | iT! 
esl Middle district of | Middle district of 
Bs Tennessee National ‘Tennessee | National The 
ee | eet oe | OVOTRR The p 
Fiscal year Cases com- Fiscal year Cases cx Lan 
| J Cases com-| menced per a Sas Cases com- | menced per sentat 
Cc pi ; a menced per | judgeship | | : on a menced pet | judgest 
. judgeship ence judgeship | 
seliaiete —— seta ; lie detail einapidbaekalalicatiacnde | i 
1941 paaninal 90 90 83 BRUT ccc. wncawe 110 | 110 | 
1942 _ he 83 83 91 Ts soos atensaniesins | 91 91 | s 
1943 a ‘ 93 93 sit... ee 129 129 8 
eee 93 93 113 MR ctvsenas 97 97 4 
Se 126 126 238 1951 wach 128 128 
1946 anne 179 179 251 1952 bean 169 169 
PRIVATE CIVIL CASES 
Middle district of | ; Middle district of | 
‘Tennessee National Tennessee National 
— tis a a See oie one bie ee 
Fiscal year | Cases com- Fiscal year Cases cor 
esis Cases com-! menced per . Cases com- | menced per 
Cases com- - Cases com- 
ae menced per, judgeship ! || iad menced per judge 
menced judgeship . menced judgeship 
1941 mn terenenlh 57 | 57 | $2 WU cnksedetak | 49 | 49 | 
1942 nen 23 23 77 nae abntace | 35 | 35 | 
1943 a ieee 32 32 58 oe eee 41 41 | 
1944 taal 14 14 56 a ee 65 | 65 
1945 hte 21 21 57 a 62 | 62 
1946 — 19 19 70 Ot edi 67 67 


CRIMINAL CASES 


| Middle district of | Middle district of | 
| 
! 


| 
| 
rennessee | National | Tennessee Natior 
Sea Se a | average ee Se ee | avera 
Fiscal year | Cases com- || Fiscal year | | Cases « 
ae Cases com- | menced per | Cases com- | mene: 
‘ Mhonteed. | Menced per| judgeship || | menced | menced per | judges! 
| | judgeship | } | judgeship | 
a 333 333 '. ——— 232 | 232 | 
1942 dia aall 419 419 174 DE nmtinesen | 140 | 140 | 
1943 hata 23 263 | 190 ee ciwtisakes | 184 184 
rr 180 180 | oe cr 338 338 | 
1945 , 250 250 | 209 es oie oad 309 309 
ce 182 182 | 171. || 1088... -.-- 282 | 282 | 
| 


! This column includes all districts having purely Federal jurisdiction: 86 districts for 1949 and ther 
84 districts before 1949. 





for 


pant 


Because caseload figures are given to the nearest whole number, it is not always possible to derive exact 
totals by adding component parts 
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Ta LE 38.—Time tntervals in civil cases terminated in which a trial was held, for each 
fiscal year beginning with 1945 


CURRENCY OF DOCKETS 























Percentage of termi- Pueneens of termi- 
ss nated cases requiring nated cases requiring 
Total po "(crea less than 6 months | less than 3 months 
- for the interval from for the interval] from 
Fiscal year filing to disposition issue to trial 
| 
Tennessee | 4;, Tennessee | ,;. Tennessee | y; 
(middie) | National | (middie) | National’) (middie) | Nationals 
Percent Percent Percent Percent 
16 2, 883 31.3 | 29.6 31.3 32.4 
10 | 3.421 10.0 | 29.3 | 20.0 33 4 
18 3, 963 16.7 | 31.9 | 33.3 32.1 
19 4, 548 10.5 | 26.7 10.5 27.4 
23 | 4,847 | 26.1 | 28. 5 40. 4 28,2 
18 | ee al 22.3 5.6 24.5 
17 | 5, 085 17.6 | 20. 8 23.5 21.9 
21 | 4.8 22.8 


4, 767 | peosecusases 21.1 








1 This column includes all districts having purely Federal jurisdiction: 84 in 1945-48 and 86 in 1949-50. 


The period from filing to disposition is the elapsed time from commencement to termination of the case. 
The period from issue to trial is the time from filing of the answer to the date trial is begun. 

Land condemnation, habeas corpus, and forfeiture cases are not included because they are not repre 
sentative of the time required for the general run of civil cases. 
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TABLE 4.—Cases commenced per judgeship in the middle district of Tennessee and 
in 86 districts in the fiscal year 195%, by nature of suit 


Cases commenced per | National 
judgeship average: 
Cases termi- 

















nated 1952, 
Tennessee percentage 
(middle) 86 districts reaching 
trial! 
ee 
Civil cases: Percent 
PO a siatitbedicsccsnmpavagetenddapmindeneninsnes 236 236 12 
I ROE. cc cusensanebiepeedeassentboevsnt 169 110 9 
POND Ge cnses<nnsaynetabechepapcasedann nbeene 67 126 14 
———SSSS====5|_—= ———— | —= 
Re las hintain nccnescebsppasounsdndnmoegpee 144 87 6 
Land condemnation. ..........-- Saenshs tap aeeniecka 40 ee. * 
SPREE ee EENNEOE BREE, . cconncceseteccccocsusesinces 27 27 9 
Fair Labor Standards Act_...--.-.-.-. paccdhwewehancece 10 3 6 
NS Se. eu dandd demain memtiybtces 1 2 10 
EE NN MO aitdnonndengtsswh skvisbdconnebonte 4 4 1 
cnet cee dienbahinieniaardnbnnee hen 14 3 % 
Other forfeitures and penalties...............--.------ 10 6 7 
Negotiable instruments. ----.-..- Fe iceseeleaenodenss 27 18 2 
Sey eee 6 8 4 
Other United States plaintiff.................-.-..-- 5 7 6 
United States defendant.............--.------------------ 25 3; a 
NG as cccnknmatnniedtnintuekns > dniabewretealen winning 4 16 
a CUE iid nedbnonseinebiemeetnns bisects a 4 27 
ET EN.» nk kaa tetenbaenachaasann<uhenteneeteidensinks 16 5 21 
Other United States defendant......-...-.-.-.-.----- 5 10 20 
I II oa ccnttndccsacandscneciansenouaswnsnences 14] 3/ 13 
CO ee eareuccconcass eevanee 1 1 9 
Employers’ Liability Act_..........-- seit in citninaiaciadiiis 1 6 2 
eS iT ane 1 1 12 
SL, ccncndcwssatnntedéshinseninedeeniannii 1 3 j 
FUNG BM 0c cccceccccasccncccscessanoeeesesescsnceessciscedencosceses ll 7 
BEET Db c cavanncncncsosccascuseecenscnccseccecsuars|nuseueessece 1 12 
ae Snnrechinapanianichiaret ieee nielaaaen 1 3 17 
ee 9 12 14 
ee 53 75 aa, 
nc nntcinainaiamnehieieme tit pecetinnnaeinen 8 12 14 
0 Ee sane 7 12 18 
TD i intmiimegiignenimeddoaniaaabnnuue . 9 2 20 
Personal injury (auto). .............-.-.-. sneha palais 20 28 17 
IE SR GOUENE « oc cnncncncksansacwennnes ple 6 14 17 
QURGT GIVGTY .cns connec qcecnnescnsecscoussssnncceses 3 6 18 
tad asicsis:nisaliaciieinnaasitianciiesldienbasiatasmmant 14 7 
oS seuscueeseess 177 








1 This column shows the percentage of all cases of each type terminated which reached trial in 86 districts 
having purely Federal jurisdiction. It gives some indication of the types of cases which take a relatively 
large and a relatively small amount of court time. 





APPENDIX 23 


Tue JupiciAL BusINEss OF THE EASTERN District oF TEXAS 


This district was created in 1857 and has had one judge since that time.!. The 
recommendation of the Fifth Circuit Council and of the Judicial Conference of the 
United States for an additional judgeship was made in 1951 and repeated in 1952 

The tremendous amount of judicial business in the district, shown by the 
attached statistical tables, is a result of a large industrial development and the 
discovery of oilfields of great value and extent. 





1 The State was divided into 4 districts in 1902 with 1 judge for the eastern district. 
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The number of civil and crimine! cases filed in tbe district during the last 12 
years as compared with the national average has been as follows: 


Civil cases Criminal cases 


Fiscal year Filed in National Filed in National 


Texas (east- | average per | Texas (east- | average per 
ern) judge ern) judge 


313 | 470 
315 481 
307 214 
364 36 266 
524 298 313 
610 | 190 
484 211 
324 179 
433 138 
475 | ; 224 
368 | 153 
520 | 236 219 








Court is held at Tyler, Beaumont, Sherman, Paris, Jefferson, and Texarkana, 
necessitating a considerable amount of travel. Nevertheless Judge Sheehy has 
disposed of his cases promptly and kept his dockets in good shape. The amount of 
judicial business in the district as shown by the statistics completely justifies 
the Conference recommendation for an additional judgeship. At the same time, 
the number of cases filed does not give an adequate idea of the large amount of 
land condemnation to be disposed of as each case contains a large number of 
tracts. The following excerpt from a statement of the last judge, Randolph 
Bryant, in the hearings on 8S. 1203, 82d Congress, indicates a considerable future 
development of land-condemnation proceedings: 

‘However, the biggest intangible in the situation of this district at this time 
(and which is not disclosed by the statistics of business at all) is the fact that the 
Government has already begun condemnation proceedings looking to the acquisi- 
tion of over 300,000 acres of land within this district, and embracing separate and 
diverse projects extending from the Gulf of Mexico to the westernmost county of 
the district. One project alone—that on Sulphur River in the Texarkana divi- 
sion—contemplates the acquisition of over 100,000 acres of land, and these matters 
are almost unending in their demands upon the time of the court in litigation 
involving disputes over the value of lands, hearings upon the distribution of pro- 
ceeds resulting from the condemnation, and the like. 

* * . * . © * 


“Another important circumstance to be considered is the fact, of which I have 
kept the Administrative Office advised, that there are almost daily discoveries of 
- and gas fields in this district, which, as you know, are always prolific of 
itigation. 

“The dockets here (in Beaumont), where most of the business of the district 
originates, are fairly current, but this is due entirely to the adventitious fact that 
I have had the assistance of 4 or 5 outside judges here during the last year, in 
addition to my own valiant efforts. I am concluding my third week of court here 
now and expect to be here next week, and in spite of this there will remain 100 more 
civil cases upon the dockets here, and there will be twice or more that number by 
the time the fall term begins.” 

Respectfully submitted. 

Witt SHAFROTH, 
Chief, Division of Procedural Studies and Statistics, 
Administrative Office of the United States Courts. 
Fesruary 20, 1953. 
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EasterRN District or Texas 


TABLE 1.—Cases commenced and terminated, by fiscal year, and pending at the end 
of each year, beginning with 1941 


TOTAL CIVIL CASES 

































































: Com- Termi- | Pending | Com- Termi- | Pending 
Fiscal year menced | nated | June 30 Fiscal year menced | nated | June 30 

entail’ = 
cca 313 393 119 I 0 ee 324 318 247 
TE seniececbetiels 315 295 139 Tt sicibeiciicsisteictinetili 433 384 206 
i intceneuhelae 307 286 160 | 1950... 475 426 345 
ES 364 349 Re AE IE schinsnecin ncaenekinll 368 348 365 
1945_. x 524 518 181 |} 1952... 520 507 378 
ed eee 610 474 317 || First half of 1953... 263 242 399 

WW ccccosadekat 484 560 | 241 || 

| | 

UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 
{OPA cases are in parentheses !] 

Com- Termi- | Pending Com- Termi- | Pending 
Fiscal year menced | nated | June 30 | Fiscal year menced | nated | June 30 
cee daeata ae 139 169 ST tiie coneseaientetah 63 (17) 89 87 
1942... 134 113 55 Sitticasdsenstanene 125 (58) 110 102 
1943... 147 = (29) 125 Fe aR can dhvlcince cons 113 (8) 83 132 
1944. 132 (49) 122 87 I I hata ctondentce Senccien 112 90 154 
1945. 302 (245) | 301 88 i 1952... - ..| 163 (4) 136 181 
1946. $s 280 (217)) 260 108 || First half of 1953-- 98 55 224 

1947... _.| 169  (95)| 164 113 || 

| | | 
PRIVATE CIVIL CASES 

Com- Termi- | Pending | Com- Termi- | Pending 
Fiscal year menced nated June 30 Fiscal year menced nated June 30 
at. | ao 
174 224 85 i hcchsaitidchasininsienctiaey 261 229 160 
181 182 GT) SE ins cantenesner 308 274 194 
160 161 83 |} 1950......... 362 343 | 213 
232 227 88 BU decicacccactuew 256 258 211 
222 217 08 || 1962............... 357 371 97 
946 330] 214 | 209 || First half of 1953_- 165 187 | 75 

EES | 315 396 128 | 

CRIMINAL CASES 
[Cases transferred are not included in ‘‘Commenced” and ‘“Terminated” columns] 
ccdaeinitanipainiapicccnaas mania dipoania sean 
; : Com- Termi- | Pending : oe Com- Termi- | Pending 
Fiscal year menced | nated | June 30 Fiscal year menced | nated June 30 
IEE ee 470 484 110 dca ceacn bad 179 188 4} 
RR c8 35 ids 481 465 6 DNR Roe Siig 138 134 40 
1943....- | 214 | 261 79 |} 1950__ 222 | 224 +4 
cae sn 266 | 271 | ST ctca vdiinneees 167 | 153 | 7 
1945. | 313 314 | 73 || 1952 2 219 | 227 | 52 
1946. | 190 | 234 | 29 || First half of 1953--| 113 | 95 “4 
GONE ficecensccesmis 211 | 186 | 57 || 





1 OPA cases, including rent control, are separately listed because from 1945 to 1947 they constituted a1 
proportion of all civil cases commenced, although they required on the average a relatively small propor 
of court time per case for disposition during those years. 











They are included in the figure which they follow 
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1942 
1943_. 
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TABLE 2.—Cases commenced per judgeship 
TOTAL CIVIL CASES 


Eastern district of Texas National 
average: 
Cases com- 
menced per 
judgeship ! 


4 | Cases com- 
Number of | Cases com- | monced per 


judgeships | menced | judgeship 


313 313 | 164 
315 315 168 
307 | 307 158 
364 | 364 | 169 
524 524 295 
610 610 321 
484 454 271 
324 324 205 
433 433 238 
475 475 222 
368 368 204 
520 | 520 236 

















UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 


i] 
Bester district of | 
Texas National 


Eastern district of 
Texas National 

__| average: average: 
| Cases com- | menced per 
| menced per | judgeship ! 
judgeship 


Cases com-| menced per 

se | : : | 

ee | menced per | judgeship ! 
Daa’ judgeship 


| Cases com- 
menced 


| 
| | 
———_$ $$ — | f= 55 ES Fa eae LN 
Fiscal year | Cases com- || Fiscal year Cases com- 
| | 
te | 


139 meer 139 83 || 1947 : 169 169 162 
134 134 91 { 63 5 87 
147 147 | 100 |} 1949..........] 125 25 118 
132 | 132 113 1060...........] 113 ‘ 109 
302 302 | 238 || 1951 | 112 2 | 93 
280 280 | Sh th 3006.........<<. 163 5 110 





PRIVATE CIVIL CASES 





| 
Eastern district of | | Eastern district of . 
| Texas | National Texas National 
| | average: || | Sere | average: 
Fiseal year | | | Cases com- || Fiscal year | | | Cases com- 
| Cases com-| menced per | . Cases com- | menced per 
| om | menced per | judgeship ! c an | menced per | judgeship ! 
| . judgeship ““ | judgeship | 


| 
174 17 B2 || 1947......... 315 | 315 
181 181 | ae 261 261 
160 160 58 |} 1949........_-| 308 | 308 
232 | 232 56 || 1950......--- 362 362 
222 | 222 | f ae 256 256 


330 | 330 | 1952 — 357 357 








CRIMINAL CASES 


i i 
Eastern district of | | Eastern district of | 
Texas | National | Texas | National 
| | average: | “ie _| average: 
Fiscal year | Cases com- Fiscal year | Cases com- 
Cases com- | menced per J Cases com- | menced per 
| Canes ona menced per} judgeship ! || Cc — ot mence od per ju igeship! 
et | | judgeship 


aca 470 af 165 || 1947 | ‘ 211 | 173 
WOR sinc dics 481 is 174 || 1948..._... ¢ 179 | 167 
OR csi 214 214 | 190 || 1949_.._.- wail 3! 138 | 177 
Reicsaciienns 266 266 | TD BD MR cece tceut 22: 222 169 
1945 si 313 313 | 209 || 1951 a7 | 167 | 180 
1946 190 | 190 | gf i Re 219 | 219 | 177 





! This column includes all districts having purely Federal jurisdiction: 86 districts for 1949 and thereafter; 
& districts before 1949. 


Because caseload figures are given to the nearest whole number, it is not always possible to derive exact 
totals by adding component parts. 
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TABLE 3.—Time intervals in civil cases terminated in which a trial was held, for 
each fiscal year beginning with 1945 


CURRENCY OF DOCKETS 





Median time interval (in months)! 
Total cases terminated 


SS 














after trial as | : 
Fiscal year Filing to disposition Issue to trial 
= T vase } = 
PA National (eastern) National onnals National 
47 2, 883 4.9 9.0 2.9 5.3 
35 3, 421 6.8 8.9 6.5 5, 
64 3, 963 7.3 9.0 3.0 5 
39 4, 548 7.8 9.9 3.0 5.8 
63 4, 847 | 7.9 10.4 4.3 5, 
54 5, 020 | 8.0 11.2 4.9 5. 
45 5, 085 13.6 12.2 8.4 7.3 
57 4, 767 | 9.9 | 12.1 7.9 7, 





1 The median time interval from filing to disposition is computed by arranging all cases terminated during 
the year, in which a trial was held, in order according to the time from filing to disposition, from the lowes 
to the highest. The median time is then the time required for the middle case of the series or if there is an 
even number of cases, it is the average time for the 2 middle cases. The same procedure is followed in deter. 
mining the median time from issue to trial. The median instead of the average is used because it prevents 
distortion of the result by a few nontypical long or short cases. 


o 


The period from filing to disposition is the elapsed time from commencement to termination of the case, 
The period from issue to trial is the time from filing of the answer to the date trial is begun. 

Land condemnation, habeas corpus, and forfeiture cases are not included because they are not representa- 
tive of the time required for the general run of civil cases. 

The national median is based on 84 districts for 1945-48 and on 86 districts for 1949-50, 
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Taste 4.—Cases commenced per judgeship in the eastern district of Texas and in 
86 districts in the fiscal year 1952 by nature of suit 


Cases commenced per | National 
judgeship average: 

| Cases termi- 
nated 1952: 
Percentage 


Texas . 
86 districts reaching 
(eastern) trial ! 


Percent 
Civil cases: 
Total cases. 


United States cases. .....-..- 
Private cases. 


United States plaintiff 


Land condemnation ...........-.....--- svathcageden : 
Defense Production Act 

Fair Labor ae aa Act 

Other enforcement... ue 

Food and Drug Act... 

RE Bhi ods ance eda rane 

Other forfeitures and penalties __- Suesn sarees 
Negotiable instruments 

Other contracts 

Other United States plaintiff 





Sowonwnu 


“I@O@ 


United States defendant 


Habeas corpus 

Tort Claims Act... 

Tax suits 

Other United States defendant 











Federal question 


Copyright 

Employers’ Liability Act 
Fair Labor Standards Act 
Habeas corpus 

Jones Act_.... 

Miller Act..-- 

Patent 

Other Federal question 


- 
> OD bt et OO 


| 

| 
~ ~ 
o lj ne 


Diversity of citizenship 


Insurance 
Other contracts 
Real property 
Personal injury (auto) --- | 
Personal injury (other) -. ; | 
Other diversity 6 | 
Admiralty | i 14 | 
Criminal cases 219 | 177 


So ee 
Q 2th 


— 
ee OO 








1 This column shows the percentage of all cases of each type terminated which reached trial in 86 districts 
having purely Federal jurisdiction. It gives some indication of the types of cases which take a relatively 
large and a relatively small amount of court time. 


APPENDIX 24 


Tue JupiciAL BUSINESS OF.THE SOUTHERN DistrRIcT or TEXAS 


‘Lhe fourth judgeship for the southern district of Texas was created on a tem- 
porary basis in 1949. In the present bill there is a provision to make this judge- 
ship permanent. The civil caseload per judge in Texas is vey much above the 
omnes average. In 1952, 293 civil cases were filed per judgeship compared with 

he national average of 236. During the first half of the present fiscal year the 
19) 52 rate of filings has been slightly exceeded. In the first half of the fiscal year, 
1952, 568 civil cases were filed in this district while in the first half of 1953, the 
number was 588. Because of the vast industrial expansion in Texas and particu- 
larly in the southern portion, there is no doubt as to the continuing increase in 
Federal judicial business. It is unwise that there should be any interruption in 
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the ability of the court to dispose of this business which would happen if there was 
& vacancy because of the expiration of the fourth judgeship by the death or retire- 
ment of any of the four judges. Therefore, it is important that the provision for 
a temporary judgeship to be made permanent. The statistics concerning the 
number of criminal cases filed in this district further fortifies this conclusion 
More “‘wetbacks” are disposed of in this district than in any other in the United 
States. While these cases individually do not take much time and are handled 
on a mass basis except for the comparatively few trials which are necessary, over 
6,400 of these cases a year obviously requires a considerable amount of time and 
effort on the part of the judges. In 1951 the number of these immigration cases 
filed in this district was 7,813 while in 1952 it was 5,901. These cases are usually 
handled at Corpus Christi, Laredo, and Brownsville. : 

The statistical tables concerning the district which are attached amply justify 
the recommendation of the Judicial Conference of the United States that the 
temporary judgeship in the Southern District of Texas should be made permanent. 

Respectfully submitted. 

WIL. SHAFROTH, 
Chief, Division of Procedural Studies and Statistics, 
Administrative Office of the United States Courts 
Fresruary 20, 1953. 


SouTHERN District oF TEXAS 


TABLE 1.—Cases commenced and terminated during the year and pending at the end 
of each year, beginning with 1941 


TOTAL CIVIL CASES 
































Com- Termi- | Pending Com- Termi- | Pending 
Fiscal year menced | nated | June 30 Fiscal year menced | nated | June 30 
422 426 ees soso ce succe 1,111 933 | 1, 030 
508 448 De cieticcgeniausiped ht 1, 210 925 1,315 
526 379 424 is sacha tien: 1, 087 1, 330 1,072 
589 546 467 EE 904 995 981 
802 650 Ba‘ Ey 1,173 975 1,179 
792 789 622 || First half of 1953_-. 588 467 1, 300 
1,036 806 852 
UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 
[OPA cases are in parentheses '] 
rrr 
Com- Termi- | Pending Com- Termi- | Pending 
Fiscal year menced | nated } June 30 Fiscal year menced | nated | June 30 
Widiicccssncsseed 169 159 SP Pe ixinccsseesiacs 535 (122) 415 622 
Pi aceeqasmeeinl 20 143 BL Bi eiencnccsscenene 482 (218) 355 749 
i nitcundiawniebikey 313 (20) 188 Se Ei ncscnccccesces (25) 515 529 
Picihcnn okeakiabk (53) 275 PEE necincacaseae 185 (—) 205 09 
Sliinanéekennael 415 (167) 338 Be Bt cwncconsccesdd 7 (8) 255 621 
WP iveses ddsdvant 337 (104) 302 374 || First half of 1953._| 146 130 637 
WR isdecivcadsecs 536 (269) 408 502 





PRIVATE CIVIL CASES 








Com- Termi- | Pending Com- Termi- | Pending 
Fiscal year menced | nated | June 30 Fiscal year menced | nated | June 30 

BE netccsnawenten 253 267 147 |} 1948. 57 518 408 
Siauaasnensmendres 301 305 143 || 1949. 728 570 566 
Oe 213 191 165 || 1950 792 815 543 
BONES 5. cniiaaeniinst 311 271 205 || 1951. d 719 79 472 
Peeepchaseasere 387 312 280 || 1952 806 720 458 
en nsaenaiinn 455 487 248 || First half of 1953- 442 337 663 
Fee bsdectswnsccias 500 398 350 





1 OPA cases, including rent control, are separately listed because from 1945 to 1948 they constituted a large 
portion of all civil cases commenced, although they required on the average a relatively small proportion 
of court time per case for disposition during those years. They are included in the figure which they follow. 
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JUDGES 


TanLeE 1.—Cases commenced and terminated during the year and pending at the end 
of each year, beginning with 1941—Continued 


CRIMINAL CASES 


Cases transferred are not included in ‘“‘Commenced”’ 


nated” columns] 


ration cases are in parentheses.? and ‘*Termi- 
| 

Termi- | Pending 

nated June 30 


| Com- 
| menced 


Com- 
menced 


Pending 
June 30 


rermi- 


nated Fiscal year 


Fiscal year 

R10 AB 

919 191 
1, 608 226 
2, O92 302 
2 
> 


1948 
1949 
1950 
1951 
1952 
First half of 1953 


2,099 (1, 687 2 059 
, 241 (1, 823 2, 
2,801 (2,350 2 
339 (7,813 8 
, 464 (5, 901 

, 456 


116 
270 89 
489 411 
508 241 
237 


, 582 114 


2, 897 73 
, ORD 240 


> (1, 755) 2 
2,117 79 


5 (1, 403) 


2 The figures on immigration cases are approximate because available information is for the number of 
iefendants which is usually 1 per case. They are included inthe figure which they follow. These cases 
re listed separately because they constitute such a large portion of the criminal cases in the district. In 

ut 98 percent of them, pleas of guilty are entered. 


TABLE 2.—Cases commenced per judgeship 


TOTAL CIVIL CASES 


Sonthe istrict of Texas es 
Southern district of Texa: National 


average: 
Cases com- 
menced per 
judgeship ! 


Fiscal year Cases com- 


menced per 
judgesnip 


Number of 
judgeships 


Cases com- 
menced 





422 
508 
526 
589 
802 
792 
1, 036 
1,111 
1, 210 
1, OR7 

904 
1, 173 


211 
254 
263 
205 169 
401 295 
396 321 
518 271 
205 
238 
222 
24 
236 


1/4 
168 
158 


556 


2 
2 
2 
2 
2 
9 
; 
9 
: 
4 
4 
4 


UNITED STATES 


Southern district of 
Texas 


CIVIL CASES (UNITED STATES A PARTY) 


National 


average 


Fiscal year 

Cases com- 
menced per 
judgeship 


| Cases com- 
menced 


85 | 
104 | 
157 | 
139 | 
208 | 
169 | 


1942 
IMS 
144 
1945 
1946 


See footnote at end of table, p. 170. 


32940—53——-12 


Cases com- 
menced per 
judgeship ! 


Souther district of 
Texas 


Fiscal year 

Cases com- 
menced per 
judgeship 


Cases com- 
menced 


268 

268 | 

24) 
74 
46 | 


92 


National 
average: 


"| Cases com- 


menced per 
judgeship ! 


162 
87 
118 
109 
93 
110 
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TABLE 2.—Cases commenced per judgeship—Continued 
PRIVATE CIVIL CASES 




















7 } 
Southern district of Southern district of | 
Texas National || Texas | Nationa 
average: || cee eee a 
Fiscal year 6 Cases com- || Fiscal year | Cases . 
| Cases com- | C#S¢S com-} menced per || Cases com-| C8S¢S com- | menced per 
7 menced per! judgeship ! || now menced per | judgeshj 
menced judgeship j P menced judgeship j 
} 
ee | 253 127 82 | 500 250 109 
acini! 301 151 77 576 288 117 
cena | 213 107 58 | 73 364 121 
Ean 311 | 156 56 | 792 198 113 
nica cal 387 194 57 | 719 180 lil 
10946........--| 455 228 70 || 806 202 128 








CRIMINAL CASES 


| Southern district of od Southern district of 
' 











| Texas National Texas Nati na 
| average: | coma ——', ave 
Fiscal year | | Or Cases — | Fiscal year ee Ik Yases con 
ases com-| menced per || Cases com- | menced per 
ao: | judge! per | judgeship ! || | eee menced per | judgeship 
| judgeship || judgeship | 
| | | - . 
WB ncciccce-s) 777 | 389 | eM... 1, 955 978 ! 
Pesenewusost 1, 054 | 527 174 Se xvakcuniis 2, 099 1, 049 
Si cennasiains. 1, 643 | 822 190 || 1049.......... 2, 241 1, 121 17 
1944......--.-| 2168 1, 084 211 |} 1950.-22 222222 2 801 | 700 ! 
er ichawanaen | 2, 668 1, 334 200 || 1051........ 8, 339 | 2, 085 
WRecesevesoes | 2, 256 1, 128 S08) Gee secnecuis | 6, 464 | 1, 616 177 








1 This column includes all districts having purely Federal jurisdiction: 86 districts for 1949 and thereafter: 
84 districts before 1949. 


Because caseload figures are given to the nearest whole number, it is not always possible to derive exac 
totals by adding component parts. 


TABLE 3.—Time intervals in civil cases terminated in which a trial was held, for 
each fiscal year beginning with 1945 


CURRENCY OF DOCKETS 
Median time intervals (in months)! 


Total cases terminated 
after trial 














Fiscal year Filing to disposition Issue to trial 
Texas Texas Tats Texas n 
(southern) | N@tional? | (.outhern) | National * | (southern) | | National 
| | 
iS 54 | 2, 883 | 7.5 | 9.0 | xf 
1946 : . | 66 3, 421 | 6.8 8.9 4.6 | 5 
1947__- 82 | 3, 963 | 8.8 | 9.0 | 4.7 | 
1948 __. 91 | 4, 548 | 10.7 | 9.9 | 6.6 | 5.8 
1949. at 101 | 4, 847 | 15.7 | 10.4 | 8.8 | 5.9 
1960..... 7 Agasd 161 | 5, 020 | 11.4 | 11.2 9.5 6.7 
1951_. : A 108 5, O85 | 11.2 | 12.2 7.8 7 
Dei cisinemiie 95 4, 767 | 10.7 | 12.1 6.6 7 





1 The median time interval from filing to disposition is computed by arranging all cases terminate dur 
the year, in which a trial was held, in order according to the time from filing to disposition, from the low 
to the highest. The median time is then the time required for the middle case of the series or if there is a 
even number of cases, it is the average time for the 2 middle cases. The same procedure is followed in d 
mining the median time from issue to trial. The median instead of the average is used because it prev 
distortion of the result by a few nontypical long or short cases. 

The period from filing to disposition is the elapsed time from commencement to termination of the cas 
The period from issue to trial is the time from filing of the answer to the date trial is begun 

Land condemnation, habeas corpus, and forfeiture cases are not included because they are not re 
sentative of the time required for the general run of civil cases. 

2 These columns give the number of cases and the median for all cases having purely Federal jurisdiction 
84 in 1945-48 and 86 in 1949-50. 
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TasLE 4.—Cases commenced per judgeship in the southern district of Texas and in 


Civil cases: 
Total cases 
United States cases 
Private cases_._.... 
United States plaintiff______ 


Land condemnation. -._..- 
Defense Production Act 
Fair Labor Standards Act 


Other enforcement. .-.............-.- 


Food and Drug Act. ...... 
Liquor laws ; 
Other forfeitures and penalties 
Negotiable instruments. -.- 
Other contracts 

Other United States plaintiff__ _- 


United States defendant -- 


Habeas corpus 

Tort Claims Act 

Tax suits > . 
Other United States defendant 


Federal question 


Copyright ee aus 
Employers’ Liability Act 
Fair Labor Standards Act- - 
Habeas corpus 

Jones Act. 

Miller Act.......- 

Patent 

Other Federal! question. _. 


Diversity of citizenship 


Insurance 

Other contracts 

Real property 
Personal injury (auto) - 
Personal injury (other) 


Other diversity. .............. ila tea eeadae seed 


DI ia oii cc cudacanceeaieoustcnass didpaaauapeananinnes ila aabdaie 


CO eee = 


! This column shows the percentage of all cases of each type terminated which reached trial in 86 districts 


| 


86 districts in the fiscal year 1952 by nature of suit 


Cases commenced per 
judgeship 


Texas 
(southern) 


86 districts 


National 
average: 
Cases termi- 
nated 1952: 
Percentage 
reaching 
trial ! 





2 
w 


Percent 
12 
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having purely Federal jurisdiction. It gives some indication of the types of cases which take a relatively 


large and a relatively small amount of court time. 
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APPENDIX 25 
District or UTaH 


TABLE 1.— Cases commenced and terminated, by fiscal year, and pending at the er 


of each year, beginning with 1941 


TOTAL CIVIL CASES 





i Com- Termi- Pending Ree Com- Termi- | Pend 

Fiscal year menced nated June 30 Fiscal year menced nated June 
1941 105 97 72 1948 153 170 
1942 129 107 4 1949 193 153 
1943 136 120 110 1950 194 172 
1944 147 164 93 || 1951 | 153 269 
1945 165 171 87 1952 177 144 
1946 232 209 110 First half of 1953 gO | 48 2 
1947 294 296 108 

UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 
[OPA cases are in parentheses *] 

. a Com- Termi- | Pending St ee Com- Termi- | Pending 
Fiscal year menced nated June 30 Fiscal year menced nated Jun 
1941 69 | 60 52 1948 70 (8) OF { 
1942 89 63 78 || 1949 112 (28) 74 SI 
1943 | 101 (9) 85 94 || 1950 } 131 (11)] 100 | 112 
1044 | 95 (17)! 114 | 75 || 1951 a ) 186 
1945 117 (74)| 130 | 62 || 1952 ; 119 (23) ay } 
1946 | 193 (128)) 161 | 94 || First half of 1953 41 (5) 35 | 45 

1947 237 (120) 264 | 67 
| | 
PRIVATE CIVIL CASES 
eal ane Com- | Termi- | Pending iaiahtats | Com- | Termi- | Pend 
Fiscal year | menced nated June 30 Fiscal year menced | nated | June 
so oe a — sige * j pre | gsie | 
1941 | 36 | 37 | 20 1948 83 76 $s 
1942 “ 40 | 44 16 1949 { 81 | 79 | 4 
1943... 35 | 35 16 || 1950... 63 | 72 | 1] 
1944 . --| 52 | 50 | 18 neat | 60 | 83 | 18 
1945 48 | 41 25 || 1952 | 58 | 45 | 1 
1946 __ se 39 | 48 16 || First half of 1953 -_| 39 | 13 7 
1947 al 57 | 32 | 41 || 
satin ode ee Ses Raa Te = 
CRIMINAL CASES 
[Cases transferred are not included in “Commenced” and “Terminated” columns] 
aa 2 aa oe ee UE era: Bit ee | “eer uT te mages 2 ‘ i 
aaa iii Com- Termi- | Pending ; | Com- Termi- | Pending 
Fiscal year menced nated | June 30 Fiscal year menced nated | June 30 
1941 125 126 25 || 1948 163 188 7 
1942 155 140 40 1949 178 145 nm) 
1943 147 152 35 1950 134 137 ) 
1044 217 188 64 1951 106 126 27 
1945 255 252 67 1952 130 144 19 
1946 229 235 61 | First half of 1953-.| 46 47 | 19 
1947... 315 316 | 59 } 


1 OPA cases, including rent control, are separately listed because from 1945 to 1947 they constituted 


large proportion of all civil cases commenced, although they required on the average a relatively s! 
proportion of court time per case for disposition during those years. They are included in the figure w! 
they follow. 
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TABLE 2.—Cases commenced per judgeship 


TOTAL CIVIL CASES 


Utah ’ U i 
National tah National 
—_——_,——_———_|_ average ——_—_——_ average 
‘a . Cases com- visas og a * ‘ases com- 
Number | Cases com-| |, , te se Fiscal year | Number | Cases com- — aie 
of judge- | menced per | seckmaahins . of judge- | menced per jada ; 
ships judgeship Jud I | ships judgeship juagesnif 
| 


105 1947 294 


129 1948 a | 153 
147 1950 194 
Bs niie chic 153 
1952 177 


| 
| 165 
232 


136 | ! 1949 | | 193 
| 
| 


UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 


it 
National av- 
erage: Cases 
| commenced 
per judge- 


National av- 
erage: Cases 
commenced Fiscal year 
per judge- 
ship! 


Utah, cases 

commenced 

per judge- 
ship 


Utah, cases 
commenced | 
| per judge- 
| ship 
} 


Fiscal year 


69 83 947. iéanenl 7 16: 
89 91 er ats | 87 
101 100 949_ cod salah 2) 118 
95 113 050.... . | 109 
117 238 a ‘ 93 
193 251 952 ji 110 


PRIVATE CIVIL CASES 


Utah, cases | National av- 

ae | erage: Cases 
commenced | commenced 
per judge- 


Ji | per judge- 
ship ship! 


Utah, cases National av- 
commenced | ase: Cases a 
per judge- | commenced Fiscal year 
ship» per judge- 
ship! 


Fiscal year 


| 
| 


36 2 || 1947_. ee 57 109 
40 1948 __ 5 z | 83 117 
35 f 1949 81 | 121 
52 | 5 1950... 63 113 
48 { 1951 60 1il 

1952 58 126 


CRIMINAL CASES 


! 

| National av- 

| erage: Cases 

| commenced 
per judge- 


| Utah, cases | 

| commenced 
per judge- 

ship 


National av- 
erage: Cases 
commenced | Fiscal year 
per judge- 
ship | 


Utah, cases 

commenced 

per judge- 
ship 


Fiscal year 


sel 125 165 || 1948 
— 155 174 1949. _. 
«al 147 | 190 || 1950... 
af 217 211 
esi) 255 | 209 || 1951 

1952, 
229 | 171 || 1953... 
| 315 | 173 || 1954 


'‘ This column includes 86 districts for 1949 and thereafter; 84 districts before 1949. 


2 


secause caseload figures are given to the nearest whole number, it is not always possible to derive exact 
totals, by adding component parts. 
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TABLE 3.— Time intervals in civil cases terminated in which a trial was held, for each 
fiscal year beginning with 1945 


CURRENCY OF DOCKETS 


| 























Median time intervals (in months) ! 
Total cases terminated wiiceegtias ha ec 
after trial 
Fiscal year Filing to disposition Issue to trial 
| National ? Utah National ? Utah National ? 
2, 883 3.4 9.0 1.8 5.3 
oy =e ) = 5.0 
Be leocces - 3} Sa ands 5.1 
4, 548 5.7 9.9 3.0 5.8 
| 4, 847 4.3 10.4 1.8 9 
5, 020 we 11.2 4.2) 7 
5. O85 6.9 12.2 | 3.4 | 7.3 
cart | NRE Laces 7.0 





1 The median time interval from filing to disposition is computed by arranging all cases terminated during 
the year, in which a trial was held, in order according to the time from filing to disposition, from the lowest 
to the highest. The median time is then the time required for the middle case of the series or if there is an 
even number of cases, it is the average time for the 2 middle cases. The same procedure is followed in deter- 
mining the median time from issue to trial. The median instead of the average is used because it prevents 
distortion of the result by afew nontypical long or short cases. No median has been computed where there 
were less than 25 cases. 

The period from filing to disposition is the elapsed time from commencement to termination of the case. 
The period from issue to trial is the time from filing of the answer to the date trial is begun. 

Land condemnation, habeas corpus, and forfeiture cases are not included because they are not representa- 
tive of the time required for the general run of civil cases. 

2 These columns show the number of cases and the median time intervals for 86 districts for 1949 and there 
after; 84 districts before 1949. 
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[TABLE 4.—Cases commenced per judgeship in the district of Utah and in 86 districts 
in the fiscal year 1952, by nature of suit 


Cases commenced per | National 
judgeship |} average: 
RL ___| Cases termi- 

nated 1952: 
Percentage 
Utah 86 districts | reaching 
trial! 


Civil cases: Percent 
Total cases 


United States cases --- 
Private cases -. 


United States plaintiff 


Land condemnation. --_-_- 

Defense Production Act-_-.-.-.-~-- 

Fair Labor Standards Act-_-.. 

Other enforcement J 

Food and Drug Act-- 

Liquor laws a : P - 26 
Other forfeitures and penalties... ..._- 
Negotiable instruments... a 

Other contracts... _.- d 

Other United States plaintiff.........- 


Coe 


8. 


United States defendant _-__._- aa 


i = il Omron 


Habeas corpus____.._- 

Tort Claims Act-.-_.-- 

‘Tax suits... 4 sedceiatin 
Other United States defendant 








Federal question_- 


Copyright j 
Employers’ Liability Act_- 
Fair Labor Standards Act--.. 
Hubeas corpus 

Jones Act 

Miller Act... 

Patent... ao 
Other Federal question. -.__. 


WOH Swe ae | 


| 


3) 
ai 


Diversity of citizenship.-_............- 





Insurance os 

Other contracts___-- wall " ‘ 

en kd 4), «hs Sentab baaiis cabins anette 18 
Personal injury (auto).......- tied : 10 
Personal injury (other) -......-- ec + 
Other diversity....- ‘ Se diwekbanebe 8 


Srorsr | 


2 


t 


ae 


~ 130 





! This column shows the percentage of all cases of each type terminated which reached trial in 86 districts 
having purely Federal jurisdiction. It gives some indication of the types of cases which take arelatively 
large and a relatively small amount of court time. 


APPENDIX 26 


Tue Jupic1AL BUSINESS OF THE EASTERN AND WESTERN DISTRICTS OF VIRGINIA 


The Judicial Code of 1911 provided for 1 judge for the eastern district and 1 for 
the western district of Virginia. An additional judge for the eastern district 
was added in 1935 and for the western district in 1938. The Judicial Conference 
of the United Sttates has now recommended a temporary addition to the judge- 
power of the State by means of a permanent judgeship to serve both districts 
with a provision that the first vacancy in the western district shall not be filled. 
The recommendation includes a stipulation that the judge for both districts shall 
reside at Norfolk, where a considerable amount of judicial business including some 
admiralty litigation calls for a resident judge. The reason for recommending 
that the first vacancy in the western district shall not be filled is that the civil 








an eae 
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litigation in the eastern district is about three times that in the western district 
so that an eventual redistribution of the judgepower of the State seems advisab| 7 th. 


THE EASTERN DISTRICT 
The number of civil cases filed annually in the eastern district has practicall; 


doubled since 1941. Civil filings for the past 12 years as shown by table 1 hay; 
been as follows: 





Civil cases commenced 





Mc csskkeskos donee awe oie cea eres e eee ee 419 ra 
i ee Re TS Bi So ok ae 61] e3] 
SN siti ssersedetiaras pcabiaiantac a onda a eae ee Lae ka ascKcwweaduetcwn anaes 605 proc 
El éiieni Bile ss/pndtedldmnasiendele 2 eee odeted. 511 As 1 
Ta ae en es le i CO Pe ae 2, Cel abse 
nea 1-si ths nasitniatphee dune dae 582 First half of 1953...............- 353 Ale 
eee ee or 2 
More than half of the civil cases now being filed are private suits which on th, e. 
average take more judicial time than Government actions. During the 12-yea; the | 
period the number of civil cases pending has risen from 215 at the end of 1941 1 due 
876 on December 31, 1952. While criminal cases are less than at the beginning Ai 
of World War II, they are being filed in substantial volume. Although the civ spon 
dockets in this district are showing some signs of congestion, the criminal dockets who 
are being kept well up to date. whic 
Table 2 shows that the caseload per judgeship of civil cases has been above tly Tl 
national average for the last 5 years and in 1952 was 326 new civil cases per judy have 
compared with the national average of 236. For private civil cases the averay = 
per judge in 1952 in the eastern district of Virginia was 187 compared with thy Tota 


national average of 126. Criminal cases were close to the national average. 
Table 3, giving information on the time from issue to trial and filing to disposi- 
tion of civil cases tried, indicates that for the last 4 years the record of the court 
in this respect is excellent. For 1952, the median from filing to disposition was 
10.1 months compared with the national average of 12.1 months and from issu Pla 
to trial was 6.0 months compared with the national average of 7.0 months. 
Table 4 gives the breakdown of cases commenced per judge in this district during 
the fiscal year 1952, classified by nature of suit, compared with the national aver > 


age. It will be noted that the number of negligence cases is particularly larg: Richn 
for example, 20 cases against the United States under the Tort Claims Act, per 19 
judge compared with the national average of 4, 15 Jones Act cases per judge + 
involving injuries to seamen, compared with 11 and 64 personal injury cases i! F 
which a motor vehicle was concerned compared with 28. Norfol 

While the number of land condemnation cases filed per judge, seven, was on} : 
slightly greater than the national average, account must be taken of the larg: 19 
number of tracts in pending cases still awaiting disposition. F 


The following statement of the Norfolk and Portsmouth Bar Association mad 
as part of the hearings in 1951 on 8. 1203 indicates the need for a judge at Norfolk 






“The continuous expansion of defense activities in the eastern district is accom- TI 
panied by a vast number of Government land-condemnation proceedings. For num! 
example, there are now pending in the district some 200 separate condemnatio! is no 
suits, each suit involving anywhere from 1 to 20 separate parcels of land and crimi 
separate ownerships, each of which requires in effect a separate trial and separat: e prom 
valuation award. As a result, there are in the neighborhood of 2,000 potential T} 
separate condemnation trials. While it is to be hoped that this expansion for Judg 
defense will not continue indefinitely, many of those projects now existing and > Bark 
others projected indicate that in the present and future state of the world, to the » don, 
extent the latter is at all foreseeable, great military and naval activity is to be It 
expected for a long time to come. And each expansion brings not only additional  addit 
Government personnel but also an aceessorial or related permanent expansion in S atea 
civilian population and activities. Proof of this fact is found in the permanent 
growth of Norfolk from 144,332 to 213,513, certainly due in part to defense factors ee 

“But the entire Hampton Roads area is also rapidly increasing in industrial Nort 
importance. Norfolk-Portsmouth is one of the largest fertilizer manufacturing Riet 
centers in the United States, and a large chemical industry is located on the eC Now 
Southern Branch of the Elizabeth River for fertilizer, oil, and creosote. The deep JR ~‘*™ 
ening of the Southern Branch, giving better access to large vessels, has stimu- 


ated the acquisition of sites for new industrial plants to the point where a large 
acreage of land bordering on the branch are under option and process of actua 
purchase. Within a year, a thirty-odd-million-dollar bridge-tunnel facility across 


tee cit 


. 
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the Elizabeth River between Norfolk and Portsmouth now under construction will 
be completed and will inevitably tend toward a more complete integration of the 
business activities of the populations of the two cities. 

“The Newport News Shipbuilding & Dry Dock Co. at Newport News is one 

f the greatest shipyards in the world for both war and private vessels, employing 
many thousands of men, 

“Admiralty cases, constantly increasing in number in the Norfolk division, 
present special and peculiar problems, which alone and apart from other types of 
civil cases call seriously for the presence of a resident judge. In admiralty 
practice emergent questions arise which should be passed upon immediately, 
especially in connection with the release of vessels from attachment in which 
proctors themselves are not able to agree upon the amount of bond to be posted. 
As matters now stand, this means that proctors in the Norfolk division, in the 
absence from Norfolk of the judge, must catch a plane or drive in an automobile to 

lexandria or Richmond to present a question which should be disposed of in 15 
or 20 minutes while demurrage upon a ship of even 1 day’s delay may be amount- 
ing to a very considerable sum. This illustration concerning the release of vessels 
inder bond is only one of the numerous questions that arise in admiralty cases to 
the prejudice of litigants and serious inconvenience to their legal representatives 
jue to the nonexistence of a resident judge.”’ 

At present Judge Sterling Hutcheson resides at Richmond and is chiefly re- 
sponsible for the Richmond and Newport News dockets while Judge Albert Bryan 
who resides at Alexandria takes care of the judicial business there and at Norfolk, 
which involves a considerable amount of travel on his part. 

The civil and criminal filings for each place of holding court for the last 3 years 
have been as follows: 

Total cases commenced in the eastern district of Virginia, by division, for the fiscal 
years 1950, 1951, and 1952, and for the first half of the fiscal year 1953 

j 

| Criminal | Criminal 
| cases com- cases com- 
Civil cases | menced (in- Civil eases |'menced (in- 
commenced, cludes cases commenced cludes cases 
received by received by 

transfer) transfer) 


Place of holding court Place of holding court 


Richmond: Alexandria: 
1950 oe a 26 1950 : 102 
1951 196 1951 z 100 
1952 onal 236 2 1952 
First half of 1953 103 ¢ First half of 1953 
Norfolk : | Newport News: 
1950... : “ede 249 | } 1950 
1951 188 } 1951 
1952 = 248 55 1952. _. 7 
First half of 1953 148 80 First half of 1953 


THE WESTERN DISTRICT 

The judicial business of the western district of Virginia has been light but the 
number of civil cases filed has shown some increase in the last year and a half and 
is now considerably heavier than before World War II. The number of civil and 
criminal cases filed annually is considerably below the national average and the 
promptness of disposition is excellent. 

The main problem in the district is the large number of places of holding court. 
Judge John Paul, the chief judge, resides in Harrisonburg and Judge Richard 
Barksdale lives in Roanoke. The two judges hold court twice each year at Abing- 
don, Charlottesville, Danville, Harrisonburg, Lynchburg, and Roanoke. 

It is obvious from the statistical tables attached that this district does not need 
additional judicial help. The number of civil cases pending on December 31, 1952, 
at each place of holding court in each district was as follows: 


Eastern district Western district 

Alexandria Abingdon. 48 

Norfolk Big Stone Gap! 3 
Charlottesville 6 
Danville 16 
Harrisonburg 22 
Lynchburg 38 
Roanoke 


‘ Court is no longer held here, 
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REASON FOR THE CONFERENCE RECOMMENDATION 


What the recommendation of the Judicial Conference seeks to do is to redis- 
tribute the judgepower in the State so that the two judges for the eastern district 
will receive the help of a judge at this time and some help permanently while 
eventually the business of the Western District will be handled by one judge 
permanently stationed there with some help from the judge for the eastern and 
western districts. 

Respectfully submitted. 

WILt SHAFROTH, 
Chief, Division of Procedural Studies and Statistics, 
Administrative Office of the United States Courts. 
Fesruary 20, 1953. 


EaAstTeRN DIstRICT OF VIRGINIA 


TABLE 1.—Cases commenced and terminated, by fiscal year, and pending at the end 
of each year, beginning with 194 


TOTAL CIVIL CASES 
























































to 7 Com- Termi- | Pending | os. 5 Com- Termi- | Pending 
Fiscal year menced nated June 30 Fiscal year menced nated | June 30 
iit ST estas ie = ae 

DO ose seal 338 | 239 ir Ae ee 419 558 | 60 
he at 399 | 254 9001) 20 ee se 611 563 | 708 
RBA Aci shen toectd 398 | 249 509 |) 1950... a 605 651 662 
MRacoekakcen nous 303 281 | 531 |, 1951 . --| 511 486 | 687 
cst cndsinwent | 404 304 691 || 1952 eterna wate’ 651 | 557 | 781 
MR metros ts | 582 | 487 786 || First half of 1953 - | 353 258 876 

PP incase uecneies 502 | 489 799 | | | 

UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 
[OPA cases are in parentheses '] 
ae 
; . | . 

Com- Termi- | Pending | ‘ e Com- Termi- | Pending 
Fiscal year menced nated June 30 | Fiscal year menced nated June 30 
| —EEE — — _ ! — — 
Dl nciwiinewendhis 196 155 110 1948... gual ioe (48)| 300 | 436 
Pinkecvsancactehh 255 124 241 1949 .--| 311 (62) 290 | 457 
i ickincncccegeee eee “Eee 150 392 || 1950 .--| 297 (39) 330 | 424 
Be dcncdcccocdase<) aa Ge 200 415 1951 é 242 (1) 220 44f 
De itpsiciss cow dagen a (187) | 222 544 |) 1952 .-| 278 (35) 246 478 
1946____- --eee-| 436 (270) 373 607 First half of 1953..| 158 (13) 126 | 510 

a ------| 835 (132) 371 571 } | | 

! 
PRIVATE CIVIL CASES 
bod ; 
Com- Termi- | Pending . m Com- Termi- | Pending 
Fiscal year menced | nated | June 30 Fiscal year menced | nated | June 30 
142 134 ae 254 258 | pa 
144 130 119 |} 1949.-- ooo oo ooo 300 273 | 251 
97 99 117 Sedation Stow ah x 308 321 238 
80 81 BEE Th Fetendus iso induses 269 266 | 241 
113 82 147 1} 1952__ 373 311 | 303 
146 114 | 179 || First half of 1953 __ 195 132 366 
167 | 118 | 228 | 








CRIMINAL CASES 


[Cases transferred are not included in ‘‘Commenced” and ‘‘Terminated”’ columns] 


























i l 
Com- Termi- | Pending || Diced Com- Termi- | Pending 
Fiscal year menced | nated | June 30 Fiscal year | menced | nated | June 3 
fee | ene | fae — i ss 
457 447 | 87 i| icsesstsasenas | 622 | 526 07 
368 350 105 || 1949. ......-- = 594 | 626 | 142 
350 316 139 || i ineiennne Gans 355 | 379 | 89 
384 412 0/8 0... --.----- m4} 290] 76 
439 | 448 AS. 341 33 | 10 
siete see 323 | 320 | 105 First half of 1953. 179 158 14 
Relbsaisnemaneel 311} 93 | 124 











1 OPA cases, including rent control, are separately listed because from 1945 to 1947 they constitut»d 3 





large proportion of all civil cases commenced, although they required on the average a relatively s 
proportion of court time per case for disposition during those years. They are included in the figure 
which they follow. 





1941 
1942 
1943 
1944 
1945 
1946 


Fis 


1941 
1942 
1943 
1944 
1945 
1946 


Fis 
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TABLE 2.—Cases commenced per judgeship 
TOTAL CIVIL CASES 


Virginia (eastern) cases 


commenced National 


average: 
Cases com- 
menced per 
Per judgeship} judgeship ! 


Number of 
judgeships 


Total 


169 
200 
199 
152 
232 
291 
251 
210 
306 
303 
256 | 
326 | 


582 
502 
419 
611 
605 
511 
651 


HWW NHNWNHNHHNHNHNHH 


UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 


Virginia (eastern) National 

Co Fiscal ] 
| Cases com- | iscal year p 
| menced per || Cc Pi nian 
judgeship || judgeship 
| 


National 
average: 
Cases com- 
menced per 
judgeship! 


Virginia (eastern) 


menced per 
judgeship 


156 

149 | 
121 | 
139 | 


113 

238 

251 
PRIVATE CIVIL CASES 


Virginia (eastern) 


National 
cavemen: 
7 | Cases com- 
Cases com. | menced per | 
menced per | oe 
judgeship ! 
judgeship 


Fiscal year 
Cases com- 
menced 


National 

| average: 

Cases com- | ‘ — ro 

| menced per EeneeS Per 
| judgeship ! 


Virginia (eastern) | 


Cases com- 


menced judgeship 


109 
117 
121 
113 
111 
126 





CRIMINAL CASES 
rs : . | aa : : 
Virginia (eastern) National || 
| average: 
Cases com- 
| menced per 
| judgeship ! || 


Fiscal year Fiscal year 


Cases com- 
menced per 
judgeship 


Cases com- 
menced 


| 
| i} 


1941 
1942 


229 | 

| 184 | 
ee 175 
0 ss 192 | 
1045___. ’ 2) 
WRcccnwtlons ll 
| | 


165 || 1947 

174 || 1948_.... 
190 || 1949 

a11 |! 1950 
209 1951... 
171 | 


ER 


Virginia (eastern) National 


average: 
Cases com- 
menced per 
judgeship! 


| 

Cases com- 
menced per 
judgeship 


Cases com- | 
menced 


311 173 
167 
177 
169 
180 
177 


62: 311 | 


56 297 


| 
156 | 
| 


355 | 178 
74 137 


341 171 | 


! This column includes all districts having purely Federal Jurisdiction: 86 districts for 1949 and thereafter; 


& districts before 1949. 


Because caseload figures are given to the nearest whole number, it is not always possible to derive exact 


totals by adding component parts. 
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TABLE 3.—Time intervals in civil cases terminated in — a trial was held, 
each fiscal year beginning with 194: 


CURRENCY OF DOCKETS 


Median time intervals (in months)! 





Total cases terminated 
after trial 











Issue to trial 











| 
Fiscal year | ne aon Filing to iecmctonai 
| 
se ie | Virginia Virginia |... , 
(eastern) National 2 | (eastern) National ? | (eastern) National ? 
i (SS ° 36 | 2, 883 a} 8.5 9.0 2.8 | 5.3 
1946 id 48 | 3, 421 | 7.4 8.9 | 2.0 | 0 
1947__. | 62 | 3, 963 | 13.3 9.0 4.9 | l 
1948... 88 | 4, 548 | 13.7 | 9.9 | 6.5 8 
1949. __. owe 103 4, 847 | 10.1 | 10. 4 | 4.5 ) 
1950... anise alten | OF 5, 020 10.5 | 11.2 5.7 7 
1951 wane | 79 5, O85 | 10.6 | 12.2 | 5.4 7 
1952... is eat | 79 4, 767 10.1 12.1 6.0 7.0 


1 The median time interval from filing to disposition is computed by arranging all cases terminated 
during the year, in which a trial was held, in order according to the time from filing to disposition, from th 
lowest to the highest. The median time is then the time required for the middle case of the series or if 
there is an even number of cases, it is the average time for the 2 middle cases. The same procedure is 
followed in determining the median time from issue to trial. The median instead of the average is used 
because it prevents distortion of the result by a few nontypical long or short cases. No median has been 
computed where there were less than 25 cases, 


The period from filing to disposition is the elapsed time from commencement to termination of the case 
The period from issue to trial] is the time from filing of the answer to the date trial is begun. 

Land condemnation, habeas corpus, and forfeiture cases are not included because they are not representa- 
tive of the time re quired for the general run of civil cases. 

2 These columns show the number of cases and the median time intervals for all districts having purely 
Federal jurisdiction: 86 districts for 1949 and thereafter; 84 districts before 1949. 
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TABLE 4.—Cases commenced per judgeship in the eastern district of Virginia and 
in 86 districts in the fiscal year 1952, by nature of suit 


Cases commenced per | National 
judgeship | average: 
_________| Cases termi 
nated 1952: 
Percentage 
86 districts reaching 
trial) 


| Virginia 
| 
(eastern) 


Civil cases: Percent 
Total cases . ‘ ; ; 





United Statesecases - -. 
Private cases - - 


United States plaintiff 


Land condemnation : 
Defense Production Act 

Fair Labor Standards Act 
Other enforcement s 
Food and Drug Act..--. a 
Liquor laws 

Other forfeitures and penalties 
Negotiable instruments 

Other contracts 

Other United States plaintiff. - 


United States defendant -- 





Habeas corpus 

Tort Claims Act 

Tax suits... 

Other United States defendant 


Federal question _. 


Copyright 

Employers’ Liability Act 
Fair Labor Standards Act 
Habeas corpus 

Jones Act 

Miller Act. - 

Patent 

Other Federal question - 


NWR ewe ae 


| 
| 


_ 
si 


Diversity of citizenship - - 


| 
| 
j 
| 


| 


Insurance 

Other contracts 

Real property aie 
Personal injury (auto) 
Persona] injury (other) 
Other diversity 


Brote 


> 


i S3I38ee 


| 


Admiralty “ed 33 
Criminal cases . ; 177 


| 


mn 


This column shows the percentage of all cases of each type terminated which reeched trial in 86 districts 
having purely Federal jurisdiction. It gives some indicatian of the types of cases which take a relatively 
large and a relatively smal] amount of court time 





182 ADDITIONAL CIRCUIT AND DISTRICT JUDGES 


APPENDIX 27 
Western District oF WASHINGTON 


TaBLe 1.—Cases commenced and terminated, by fiscal year, and pending at the end 
of each year, beginning with 1941 


TOTAL CIVIL CASES 





" 














be Com- Termi- | Pending es 8 Com- Termi- ; Pending 
Fiscal year menced nated June 30 Fiscal year menced nated June 30 
_—$—— |} $$ |] | ___ | -| _| $$ _—}_—___. 
i veiaicnecaem 360 334 355 || 1948....- 474 472 127 
1942... aoe 437 390 402 || 1949....... ae 558 455 530 
1943... _. ide? 466 424 444 || 1950........- 514 | 595 449 
Resa we cntnwrabes 501 539 406 || 1951... | 536 | 71 414 
1945....-. 609 57 436 || 1952_. 604 | 510 | 508 
SI sitssivesentn ts BiaBe oni 673 642 467 || First half of 1953. 374 | 265 617 
cies a 570 612 425 || | | 
i 











ates) ae sl = [ 


UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 


[OPA cases are in parentheses !] 
































| i] . 

3 Com- | Termi- | Pending |; Com- Termi- | Pending 
Fiseal year menced | nated | June 30 | Fiscal year | menced | nated | June 30 
ee eran, nner | Ste Te ee 
a 255 | 199 225 1948... .----| 266 (37) | 322 | 252 
WMD... <.,-!-snccst We 246 208 |} 1949---- 22 | 327 (69)| 327 310 
1943...........-...] 385 (29) 330 348 |} 1950... -| 301 (84)} 301 285 
ccs <.ceniteiidee | 393 (46)| 426 315 || 1951-.. -| 317 (67)| 357 225 
eadcaes ----.-} 5381 (237)! 501 345 | 1952 398 (74)! 313 310 
ina caadaican 550 (289) | 547 348 || First half of 1953.-| 257 (26) 171 306 

a 446 (186) 436 | 308 || | 

| | i 
PRIVATE CIVIL CASES 
Com- Termi- | Pending . Com- Termi- | Pending 
Fiscal year menced nated June 30 Fiscal year menced nated June 30 
ibenatseseeon 105 135 130 208 150 175 
omteeneus 123 144 109 231 186 2% 
asin cielt ities 81 OF 96 213 249 184 
ee 108 113 91 | 219 214 189 
eatin aaiimeiiien iin: 78 78 91 | 195 206 197 198 
weet 123 95 119 First half of 1953... 117 oF 221 
Suet 124 126 117 | 





CRIMINAL CASES 


(Cases transferred are not included in “Commenced” and ‘‘Terminated” columns] 











Com- Termi- | Pending Com- Termi- | Pending 
Fiscal year menced | nated | June 30 Fiscal year menced | nated | June 30 

i cictitersincc Risin 277 287 75 377 355 if 
347 313 109 291 317 ib 
416 387 138 2h 285 51 
400 434 104 283 256 ns 
371 411 64 273 246 +4 
360 358 66 Firsi half of 1953_. 137 143 86 
339 345 65 








“OPA cases, including rent control, are separately listed because from 1945 to 1947 they constituted 
large proportion of all civil cases commenced, although they required on the average a relatively small pro 
_— of court time per case for disposition during those years. They are included in the figure which thi 





194 
194 
14 
194 
104 
194 
194 


194 
195 
195 
195 


194 


194 
194 


194 


194 
194 
194 
194 
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TABLE 2.—Cases commenced per judgeship ' 


TOTAL CIVIL CASES 





Western district of Washington 


Fiscal year 


Cases com- 
menced per j 
judgeship | 


Number of | Cases com- 
judgeships menced 


360 20 | 
437 
466 
501 
609 
673 
570 
474 | 
558 
514 
536 
604 





WeWwWAOwAanwwaw aw 





UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 


Western district of | Western district of 
Washington | National Washington 
i ciara | average: aE. ate 
Fiscal year | Cases com- Fiscal year 
tata Cases com-} menced per Fee 
—— | menced per} judgeship 3 || ’ ae 
judgeship 


_| Cases com-| 
| menced per 
judgeship 





255 | 85 . ¢ 149 
314 | 105 eae 89 
385 128 | 1949 : 3: 109 
393 | 131 : 1950... | 100 
531 | 177 | { | 1051... d 106 | 


550 | 183 251 || 1952.......... 133 


PRIVATE CIVIL CASES 


Western district of | Western district of 
Washington National | Washington 
average: || 
Fiscal] year Cases com- Fiscal] year 
_— Cases com-| menced per 
c Sansa | menced per judgeship 2 
“ | judgeship 
| 


| 

| Cases com- 
| menced per 
| judgeship 


Cases com- 
menced 


124 
208 | 


National 
average: 


| Cases com- 
mene ‘d per 


udgeship ! 


164 
168 
158 
169 
295 


National 
average: 


| Cases com- 


menced per 
judgeship 


162 
87 
118 
109 
93 
110 


National 
average: 
Cases com- 
menced per 
judgeship ? 





231 | 
213 | 
219 | 
206 | 





See footnotes at end of table, p. 184. 
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TABLE 2.—Cases commenced per judgeship—Continued b TAI 


CRIMINAL CASES 


ii - > 
| 








Western district of Western district of 
Washington | National Washington Natior 
ala ~~ average: —— dsthea averag 
Fiscal year | Cases com || Fiscal year Cases 
: Cases com- | menced per a aes _| Cases com- | mence« 
| Cc ae : oo menced per| judgeship ? c ee menced per) judgeship 3 
| —_— judgeship | ' judgeship 
— = — : — ene reese a 
1941 | 277 92 165 || 1947 339 113 1 g 
1942 347 116 174 1948... 377 126 147 
1443 | 416 139 190 1949 291 97 177 
1944 400 133 211 || 1950 260 | 87 169 
1945___- 371 124 209 1951 283 O4 Is 
1946 360 120 171 | 1952 ; 273 | 91 17 
1 The late Judge Black who was judge for the eastern and western districts of Washington spent aln 
all of his time in the western district and therefore has been counted in this table as a judge for the w 
district 
? This column includes all districts having purely Federal jurisdiction: 86 districts for 1949 and thereaft: 
84 districts before 1949. 
Because cascload figures are given to the nearest whole number, it is not always possible to derive « 
totals by adding component parts. 
TABLE 3.— Time intervals in civil cases terminated in which a trial was held, for eac) 
fiscal year beginning with 1945 
CURRENCY OF DOCKETS 
Median time intervals (in months 
Total cases terminated 
after trial 
Fiscal year Filing to disposition Issue to trial 
Washington} , | Washington’ ,,,,; , Washington’ ,.- : 
(western) | National ? (western) National 2 (western) National ? 
BOG. cenievnnesescssenn pecusn 42 2, 883 10.5 | 6.3 
1946 he “ 56 3, 421 9.0 8.9 4.7 
1947 ; wescubusd r 82 3, 963 8.7 | 9.0 4.6 
1948 pecs wk 71 4, 548 | 9.4 9.9 4.9 | s 
1949 women ‘ 65 | 4, 847 10.3 | 10.4 6.2 | 
1950 ‘ — 98 | 5, 020 | 13.3 | 11.2 6.5 | 6.7 
MN? cic. ccbket eek kckostad 69 | 5, O85 | 9.6 12.2 5.9 | 7 
GE ci Sei sccsbandake owt | 59 | 4, 767 | 11.0 12.1 6.2 
hschnmtanhenommanaaamiae 5 L sateen miteetilcanaitiiaes 
1 The median time interval from filing to disposition is computed by arranging all cases terminated during Ad 
the year, in which a trial was held, in order according to the time from filing to disposition, from the lowest Cr a 
to the highest. The median time is then the time required for the middle case of the series or if there is ar rin 
even number of cases, it is the average time for the 2 middle cases. The sime procedure is followed in de _— 
termining the median time from issue to trial. The median instead of the average is used because it pre- 1 
vents distortion of the result by a few nontypieal long or short cises. 97 
The period from filing to disposition is the elapsed time from commencement to termination of the c Ise a 
The period from issue to trial is the time from filing of the answer to the date is begun. i a 
Le na condemnation, habeas corpus, and forfeiture cases are not included because they are not representa- ret 
tive of the time required for the general run of civil cases. 
2 These columns give the number of cases and medians for all districts having purely Federal) jurisdiction: 
84 in 1945-48, 86 in 1949-50. 
jud 
shi 
illn 
mo 
tin 
tric 
sor 
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TasLeE 4,—Cases commenced per judgeship in the western district of Washington 
and in 86 districts in the fiscal year 1952, by nature of suit 


Cases commenced per National 
judgeship ! average: 
ee ksibiieas . Cases termi- 
] nated 1952: 
Washi percentage 
Washington 86 districts reaching 
(western ‘ 
trial ? 


Civil cases Percent 
Total cases. -. eine ‘ an 12 


United States cases. - 9 
Private cases 


United States plaintiff 


Land condemnation 
Defense Production Act 
Fair Labor Standards Act 
Other enforcement 
Food and Drug Act 
Liquor laws 

Other forfeitures and penalties 
Negotiable instruments 

Other contracts 

Other United States plaintiff 


United States defendant 


Habeas corpus 

Tort Claims Act 

Tax suits 

Other United States defendant 


Federal question 


Copyright 

Employers’ Liability Act 
Fiar Labor Standards Act 
Habeas corpus 

Jones Act 

Miller Act 

Patent 

Other Federal question 


Noe eK Oe 


Diversity of citizenship 


Insurance 

Other cc ntracts. ......- 
Real property : 
Personal injury (auto) 
Personal injury (other) 
Other diversity - 


Admiralty _......- ; a edie A 25 
Criminal] cases stat ie 91 


| The roving judgein Washington spends most of his timein the western district 

2 This column shows the percentage of all cases of each type terminated which reached trial in 86 districts 
having purely Federal jurisdiction. It gives some indication of tne types of cases which take a relatively 
large and a relatively small amount of court time. 





APPENDIX 28 


Tue JupIctaL BUSINESS OF THE NORTHERN AND SOUTHERN DiIstTRICTs 
oF WEsT VIRGINIA 


A provision of the pending bill would make permanent the present temporary 
judgeship for the northern and southern districts of West Virginia. This judge- 
ship for both districts is now occupied by Judge Harry Watkins. Because of the 
illness of Judge Baker of the northern district, Judge Watkins has had to carry 
most of the load in that district for the last year or more and also to sit part of the 
time in the southern district of West Virginia. The statistics for these two dis- 
tricts are attached and they indicate that the load in the southern district is 
somewhat heavier than in the northern, but that in neither district is it excessive. 
While the dockets in both districts are being kept up to date, the judges in both 
the northern and southern districts feel that in order to maintain desired currency 


32940—53 13 
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of the dockets it is important that there should be three judges in the State. This 
recommendation has been adopted by the Judicial Council of the Fourth Cire}; 
of which Judge John J. Parker is the chairman, and has also been approved by t} 
Judicial Conference of the United States 

It will be noted from the figures for the civil cases filed for the first half of + 
current fiscal year that total civil cases filed in this State increased from 154 i: 
first half of the fiscal year 1952 to 195 in the first half of the fiseal year 1953 
This is an increase of over 25 percent. The amount of civil litigation being eur- ; 
rently added indicates that any reduction in the present judgepower in this Stat 
could easily result in congested dockets. 


The statistics concerning the business of these districts are attached. 1941 
Respectfully submitted. ae 
WILL SHAFROTH, 1044 

Chief, Division of Procedural Studies and Statistics, 1045 

Administrative Office of the United States Court be 


Marcu 2, 1953. 
NORTHERN District oF WEstT VIRGINIA 


TABLE 1,—Cases commenced and terminated, by fiscal year, and pending at the en 
of each year, beginning with 1941 


TOTAL CIVIL CASES 


l l l l 























— | Com- Termi- | Pending a Com- Termi- | Pending 
Fiscal year | menced nated | June 30 Fiscal year menced | nated | June 30 
cada i. oo ae s | oat 
1941__.. sence] 100 138 | 52 || 1948....... weeeen 71 | 71 | 52 1941 
1942 ‘ 205 142 36.1) 3008......... 92 79 1942. 
1943 “a 72 79 | SOE Tr ei cnnsuctindueels 109 92 x2 1943. 
Beene 69 ws 79 || 1951 — ‘ 90 | SS s4 1944. 
1945 eecsnee 185 166 98 | 1952 114 | 86 | 112 1945. 
DUR ousacee 140 | 134 104 || First half of 1953 62 | 63 1946, 
1947 tanneeete 75 27 52 | 1947. 
andi a ‘ pabomin hicstenetaaisiteaoitae nancial = one 1948. 
. 1949. 
UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 1950. 
1951. 
em A cases are in whee 1 1952. 
ae - Com- Termi- | Pending || Vig wes Com- Termi- | Pending 
Fiscal year | menced | nated June 30 Fiscal year menced | nated June 30 
inscenimncianantgienersslemniimmacie —— —_—_—_—||_—— -—— dcaceeiiieneel 
I use | 48 3 | 29 || 1948... Jewesceh ee 40 | 
a ameuad a 117 86 || 1949 igen 47 (12) 51 | 
icicvedebanes 63 (9) 63 oS ee a 78 (23) 68 Fis 
i incistaics apes ae 8) 87 56 1951__ ete 45 (8) 46 ‘ 
innbaiiat 2 | 159 (123 137 78 1952 47 (16) 49 | 
1946__... 121 (97) 111 88 || First half of 1953 36 (7) 30 | ‘ 
BOE. 2s | 49 (37) 107 30 || — 
aaidinaamnnaae ir cepa aesthetics cele ticacageah-inseemtariae tare 1941 
1942 
PRIVATE CIVIL CASES 1943 
si inact nsekatlheitSniescnidtciiicipnpaadiiineadniaaniicblalanatianeapeailiss 1944 
T | Pend lo | Termi- | Pend 1946 
: ss Com- ermi- ending ms ied om- | Termi- ending 1946. 
Fiscal year menced nated June 30 Fiscal year menced nated June 30 ai 
1941 : 52 65 | 23 || 1948_. . 27 31 5 
1942 a 31 25 | OD Se knkscocesese 45 28 — 
708... : 9 16 | Bence veel 31 | 24 42 
. a 12 | 11 | 23 -.----- 45 | 42 | 5 
Meets 26 | 29 20 || 19527. 4 67 | 37 | 2 
| 19 23 16 || First half of 1953_.| 26 33 | 68 Fis 
Ol cisscndéosevace 26 20 22 | 
1 OPA cases, including rent sit tilde are separately listed because from 1945 to 1947 they pomstivates 8 —— 
large proportion of all civil cases commenced, although they required on the average a relatively sm 1941 
proportion of court time per case for disposition during those years. They are included in the figure which 1942 
they follow. 148 
1944 
1945 
1946 
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TaRLE 1.—Cases commenced and terminated, by fiscal year, and pending at the end 
of each year, beginning with 1941—Continued 


CRIMINAL CASES 
[Cases transferred are not included in “Commenced” and ““Terminated” columns] 





Com- Termi- | Pending 


1 
Com- Termi- | Pending 


Fiscal year menced | nated | June 30 || Fiscal year menced nated | June 30 
| 


122 bil 10 151 | 
| : 42 || 1949......----.___-| 184 | 





151 
178 
137 
126 
128 


Tt ae 61 | 
a EEE 98 | 
32 1952 _.. - 72 | 
31 || First half of 1953__| 54 
34 


TaBLeE 2.—Cases commenced per judgeship 
TOTAL CIVIL CASES 


West Virginia (northern) National 


average: 
| Cases com- 
menced per 
judgeship ! 


Cases com- 
menced per 
judgeship 


Number of | Cases com- 
menced 


67 
137 | 
48 
46 | 
123 

93 

50 
47 
61 | 
73 
60 
76 








UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 


| 


West Virginia (northern)| ational West Virginia (northern)} notional 


Ch verage: | re Ce verage: 

Cases com- |} Fiscal year | Ca ases com- 
| : Yases com- 

Taeestip | menoed per | Tuduesn fe 

saageep | judgeship —) 


Fiscal year Cases com- 
menced per 


judgeship 


Cases com- 
menced 


i} 
32 83 || ¢ 33 162 
91 || 16 29 
100 | : 
113 
238 || 
251 | 


PRIVATE CIVIL CASES 


| West Virginia (northern) National || West Virginia (northern)| national 


average: | Pn! — 
Cases com- || Fiscal year | Cases com- | C#Se8 com- 
menced per Cases com- menced per 


| 
menend ne 
judgeship ! | menced jedgulie judgeship ! 


| Cases com- 
| menced per 
judgeship 


5? | : 2 || 19 17 109 
31 18 117 
9 5s : 5 | 30 121 
12 : 21 113 
26 30 11 
19 | 45 126 


Cases com- 
menced 


See footnote at end of table, p. 188. 
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TaBLE 2.—Cases commenced per judgeship—Continued 
CRIMINAL CASES 


‘West Virginia (northern) 


Ss ‘ \ 
West Virginia (northern National Nat 
A average — Tok fan 4 aver 
Fiscal year Rai Cases com- Fiscal year da Case 
Cases com- ee a menced per Cases com- ee mence 
y 2, : j reship | y > . jue 
menced | judgeship judgeship menced judgeship judge 
1941 122 | 81 | 165 || 1947 128 | RB 
1942 107 | 71 174 1948 151 | 101 
1943 151 | 101 90 1949 | 184 | 123 
1944 178 | 119 211 1950 | 61 | 41 
1945 137 | 91 | 200 1951 os 65 
1946__. 126 | 84 171 || 1952 72 48 
1 This column includes all 86 districts for 1949 and thereafter; 84 districts before 1919 
Because caseload figures are given to the nearest whole number, it is not always possible to deri 


totals by adding component parts. 


TaBLE 3.— Time intervals in civil cases terminated in which a trial was held, for ea 


fiscal year beginning with 1945 


CURRENCY OF DOCKETS 


Percentage of termi- Percentage of termi- 
tists teiccenis ro nated cases requiring nated cases requir 
Total cases terminated less than 6 months less than 3 mont! 


after trial for the interval from 


for the interval from 


Fiscal year filing to disposition issue to trial 














West | West | West 
| Virginia | National! Virginia | National! | Virginia | National 
(northern) (northern) (northern) 

| | | Percent | Percent | Percent | Percent 
1945 ll 2, 883 45.5 29. 6 54.5 32 
Si ciachene inertia tian diaia aie 4 3, 421 elk aici iia co 
1947 6 3, 963 50.0 | 31.9 4 
1948 15 4, 548 46.7 | 26.7 | 27 
1949 musicinaciaintestauniedmadtaiiaaail y 4, 847 44.4) 28. 5 8 
1950 13 5, 020 38.5 22.3 | 24 
BN is. casa ides tae | 18 5, 085 11.1 | 20. 8 | 2 
1952... . a 13 4, 767 23.1 21.1 | 22 





1 This eolumn includes 86 districts for 1949 and thereafter; 84 districts before 1949. 


The period from filing to disposition is the elapsed time from commencement to termination of the case. 
The period from issue to trial is the time from filing of the ans.ver to the date trial is begun. 
Land condemnation, habeas corpus, and forfeiture cases are not included because they are not represen 
tative of the time required for the general run of civil cases. 
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Cases commenced per judgeship in the northern district of West Virginia 


and in 86 districts in the fiscal year 1952 by nature of suit 


Cases commenced per 
judgeship 


West 
Virginia 
(northern) 


86 districts 


Total cases 


United States cases.......- 
Private cases 


United States plaintiff............. 


Land condemnation - - 
Defense Production Act 
Fair Labor Standards Act 
Other enforcement ee 
Food and Drug Act.-_-.-- 
Liquor laws atte 
Other forfeitures and penalties 
Negotiable instruments. -. 
Other contracts 
Other United States plaintiff 
United State defendant 
Habeas Corpus... 
fort Claims Act 
Pax suits ~~ 
Other United States defendant 


Federal question. 


COTTE  acetsinasascccas 
Employers’ Liability Act 
Fair Labor Standards Act 
Habeas Corpus 

Tones Act 

Miller Act_- 

Patent oe 

Other Federal question 


Diversity of citizenship... ..-. 


Insurance __........ 
Other contracts_- 

Real property... s 
Personal injury (auto) 
Personal injury (other) -. 
Other diversity 


mh tee | od 
Dw Gb OO 


Admiralty 
Criminal cases... - 


_! This column shows the percentage of all cases of each type terminated which reached tria 
having purely Federal jurisdiction. 
large and a relatively small amount of court time. 


Non we 





National 
iverage: 
Cases termi- 
nated 1952 
Percentage 
reaching 
trial ! 


Percent 
12 


9 
14 


= 


— i 


NNN ON © 


{| 
Bex | | 


i @- 


on 


in 86 districts 


It gives some indication of the types of cases whicy take a relatively 
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SovurHERN District oF West VIRGINIA 


TABLE 1.—Cases commenced and terminated during the year and pending at the er 
of the year for the southern district of West Virginia for the fiscal years 1940 


TOTAL CIVIL CASES 
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“_ i Com- Termi- | Pending | ms - Com- Termi- | Per 
Fiscal year menced | nated | June 30 Fiscal year menced | nated | June 3 
ee an a _ iene a 
| 
1941__... | 133 143 | 113 || 1948... 163 200 | 1] 
1942 ‘ | 140 | 171 | 82 || 1949... 178 146 143 
1943 ; 146 | 139 | 89 || 1950_- 240 242 14] 
1944 149 145 | 93 || 1951 153 178 | il 
1945 230 188 | 135 || 1952. 163 163 | ile 
1946 211 | 217 | 129 || First half of 1953_- 133 66 18 
1947 211 192 | 148 || | 
= Sa ee ; P= a ela | L_ 
UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 
{OPA cases are in parentheses '] 
Neral ver Com- Termi- | Pending | ee Com- Termi- | Pending 
Fiscal year menced | nated | June 30 Fiscal year menced | nated | June 3 
sisi nm, 7 71 62 1948... ‘ade 74 = (16) 124 42 
BE in cnaansiiot 88 109 Oe Fy ick vodeesace 78 (11) 7 1s 
1943 92 (5) 79 54 || 1950 iacech ae ae 99 | 
1944... 87 (30)) 76 65 || 1951 68 (12) 71 48 
1945... 189 (132)} 144 | 110 || 1952 _- 70 (27) 78 4 
Si coctibbsidiaed 147 (110)} 169 | 88 | First half of 1953..| 47 (6) 26 
See 132 (74) 128 92 | | 
' 
PRIVATE CIVIL CASES 
= — a poe — I! — 
ie Com- Termi- | Pending |! > —_ a Com- Termi- | Pending 
Fiscal year menced nated June 30 | Fiscal year menced nated June 0 
ee eee | [Sa =e 
| | 
i isiickbadascheketeee 59 72 51 || tiered | 89 76 7 
PON saistnaat 62 | 62 41 || 1949. | 100 74 ’ 
PB cccnes a 54 | 60 35 |} 1950... 138 143 x 
1944... “ | #2 69 28 1951_. 85 167 ) 
1945... La 41 44 25 || 1952 93 85 7 
Sie cnsioe rid | 48 | ry | First half of 1953. 86 40 1” 
_ fan | 7¥ | 64 | 56 | | | 
| | | | 
CRIMINAL CASES 
(Cases transferred are not included in “Commenced” and “Terminated” columns] 
| 
. Com- Termi- | Pending Com- Termi- | Pending 
Fiscal year menced | nated | June 30 | Fiscal year menced | nated | June 30 
i prone elise 
Snsaue 454 | 448 178 || 1948__ 163 170 | 7 
1942. 321 349 150 || 1949. | 155 166 | 58 
1943..... | 330 | 363 117 1950_- | 166 149 8 
1944__ 448 437 128 |} 1951. 160 171 | 67 
1945 239 | 338 | 79 || 1952. 217 198 8 
1946... | 195 | 214 | 60 First half of 1953 _ _| 76 | 7 | o 
1947 207 | 189 7 | | 
ie 


| 





of court time per case for disposition during those years. 


| 


1 OPA cases, including rent control, are separately listed because from 1945 to 1947 they constituted a large 
proportion of all civil cases commenced, although they required on the average a relatively small proportion 
They are included in the figure which they folk w. 


iw 





Fisc 


1941. 
1942... 
1943 
1944 
1945 
1946 


Fis 


1941 
1942 
1943 
1944 
1945 
1946 


Fis 


1941 
1942 
1943 
1944 
1945 
1946 


7 
Md 


tota 





UNITED STATES CIVIL CASES (UNITED STATES A PAR’ RTY) 


| 
| 


Fiscal year 


— 


ADDITIONAL 


CIRCUIT 


TOTAL CIVIL 


Southern district of 
West Virginia 


Cases com- 
menced 


Cases com- 
menced per 


judgeship | 


49 | 


59 
61 
58 


Southern district of 
West Virginia 


Cases com- 
menced 


Cases com- 
menced per 
judgeship 


39 


35 


36 | 
41 | 


27 


43 


| Southern district of West Virginia 


} 


Number of 


AND DISTRICT JUDGES 


CASES 


judgeships 


National 
average: 


menced per 
judgeship ! 


83 
91 


113 
251 


average: 


menced per 
judgeship ! 


| 


70 





Cases com- 


738 | 


1% 
144 
144) 
134} 
1% 
1% 
1% 
1% 
1% 
144 
144 
144 


| 


100 |} 


| 1947 
| 1948. 
1949 


| 1950 


1951_. 


| 1952.......- 


| 
i} 
| 


Cases com- || 


National | 


Fiscal year 


Piiarecnnne 
Seideenkte 
1949.... 
1950.... 
1951.... 
1952.... 


Cases com- 
menced 


Fiscal year 


ea 
“4 


PRIVATE 2 OIVIL CASES 


TABLE 2.—Cases commenced per judgeship 


National 
average: 
| Cases com- 
menced per 
| judgeship ! 


Cases com- 
menced per 
judgeship 


133 
140 
146 
149 
230 | 
211 
211 | 
163 
178 | 
240 
153 
163 


89 
93 
97 
99 
153 | 
141 | 
141 | 
109 | 
119 | 
160 
102 
109 | 


Southern district of 
West Virginia 


National 
average: 
Cases com- 
menced per 
judgeship ! 


Cases com- 
menced per 
judgeship 


Cases com 
menced 


88 | 162 
87 
118 
109 
93 
110 


52 
68 
45 | 
47 


Southern district of 
West Virginia National 
average: 
| | Cases com- 
Cases com | menced per 
menced per | judgeship ! 
judgeship | 


Cases com- 
menced 


109 
117 
121 
113 
111 
126 


$0 | 
67 | 
92 
57 
55 





Fiscal year 


Southern district of 
West Virginia 


Cases com- 
menced 


Cases com- 
menced per 
judgeship 


CRIMINAL CASES 


National 
average: 
Cases com- 
menced per 
judgeship ! 


Fiscal year 


Southern district of 
West Virginia 


National 
average: 
Cases com- 
Cases com- | menced per 
menced per | judgeship ! 

judgeship 


Cases com- 
menced 


Whicucaae 
1942 
1943 
1944 
1945 


146 


| 
165 || 
174 | 
190 | 
| 211 
209 | 
171 


303 
214 


220 
299 
19% 

130 


1947 

| 1948... 
1949 
1950__. 
SPE nnscs 
1952... 


207 
163 | 
155 
166 | 
160 
217 


138 
109 | 
103 
111 | 
107 
141 | 


173 
167 
177 
169 
180 
177 


' This column includes all districts having purely Federal jurisdiction: 86 districts for 1949 and ‘thereafter 
& districts before 1949, 


Because caseload figures are given to the nearest whole number, it is not always possible to derive exact 
totals by adding component parts. 
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Time intervals in civil cases terminated in which a trial was held, for 
each fiscal year beginning with 1945 


TABLE 3.— 


CURRENCY OF DOCKETS 


Median time intervals (in months)! 
Total cases terminated 
after trial 


Fiscal year 


Filing to disposition 


Issue to trial 


West | West West 
Virginia National 2 Virginia National 2 Virginia Nationa] ? Ci 
(southern) | (southern) (southern) 
1945 —— 20 (3) 9.0 |.. 3 
1946. . 18 aint ‘ Mae Secad ) 
1947 20 ee 9.0 |. \ 
1948 . 29 4.9 | 9.9 3.1 5.8 
1949 oe) 0 Qe Sesancun 10.4 |.. 9 
1950 j 31 8.6 11.2 6, 2 6.7 
1951 27 6.5 12.2 3.5 7.3 
1952 sree | eee 7.0 





! The median time interval from filing to disposition is computed by arranging all cases terminated duri 
the year, in which a trial was held, in order according to the time from filing to disposition, from the lowest 
to the highest. The median time is then the time required for the middle case of the series or if there is an 
even number of cases, it is the average time for the 2 middle cases. The same procedure is followed in deter- 
mining the median time from issue to trial. The median instead of the average is used because it prevents 
distortion of the result by a few nontypical long or short cases. 

The period from filing to disposition is the elapsed time from commencement to termination of the case, 
The period from issue to trial is the time from filing of the answer to the date trial is begun. 

Land condemnation, habeas corpus, and forfeiture cases are not included because they are not repre- 
sentative of the time required for the general run of civil cases. 

2 This column includes all district having purely Federal jurisdiction. 





84 in 1945-48 and 86 in 1949-5 


3 Median time interval is shown in months and has not been computed where the number of cases is less 
than 25, 
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rie 4.—Cases commenced per judgeship in the southern district of West Virginia 
and in 86 districts in the fiscal year 1952 by nature of suit 


j 
Cases commenced per | National 
judgeship | iverage: 

| ~ ‘ 

Cases termi- 

nated 1952: 

West Percentage 
Virginia 86 districts reaching 

(southern trial! 


- 2 —— 


Civil cases Percent 
Total cases 


United States cases 
Private cases 


United States plaintiff 


Land condemnation 

Defense Production Act 

Fair Labor Standards Act 
Other enforcement 

Food and Drug Act 

Liquor laws 

Other forfeitures and penalties 
Negotiable instruments 

Other contracts 

Other United States plaintiff - 


United States defendant - 


Habeas corpus 

Tort Claims Act 

Tax suits 

Other United States defendant 


Federal] question _. 


Copyright 

Employers’ Liability Act 
Fair Labor Standards Act 
Habeas corpus 

Jones Act. 

Miller Act 

Patent a 
Other Federal question 


Diversity of citizenship 


Insurance 

Other contracts 

Real] property , 

Personal injury (auto) ‘ 27 28 
Personal injury (other)... ..- Semel aha } 14 
Other diversity P : cee 5 6 


iralty 2 Sins fads at Salis shcce a cestiacs ac lk aeidiee wall 14 
1inal] cases ~ niibee was saeven iets | , 177 | 


' This column shows the percentage of all cases of each type terminated which reached trial in 86 districts 
having purely Federal jurisdiction. It gives some indication of the types of cases which take a relatively 
large and a relatively small] amount of court time. 


APPENDIX 29 


Tue Juptctat Business or THE Unitep States Districr Court FoR THE 
EASTERN District oF WISCONSIN 


The eastern district of Wisconsin has one judge, Hon. Robert E. Tehan, who 
took office on June 1, 1949. He succeeded Judge Ryan Duffy who was appointed 
to the Court of Appeals for the Seventh Circuit on February 2, 1949. The 
statutory places of holding court in this district are Green Bay, Milwaukee, and 
Oshkosh, but during the last 3 years no trials have been held in Green Bay or in 
Oshkosh. 

The number of civil cases filed annually in this district has fluctuated con- 
siderably in the past 12 years as can be seen from the following review of civil 
cases filed: 
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7 United cad | 5 United | 5. 
Fiscal year — | States I — 1} Fiscal year bay States | F we 
cly | civil clvl | | Clv1 | civil | civil 
| 
OMe ccc 234 175 59 || 1948.....----- 148 | 71 | 7 
Roe. s.. 229 163 Se | 167 | 84 83 
oe 354 309 45 |j 1950.........- 339 | 165 | 174 
1944......_. 418 379 od 259 101 158 
a 926 887 OP Oe i latiiedigsninn eet 265 153 112 
Oe | 1,470 1, 404 46 || First half of 1953 203 | 83 120 
WP sacsnss 497 370 127 || | 
| | 





The enormous increases in Government cases in 1945 and 1946 were due to 
the OPA (793 in 1945 and 1,316 in 1946). Table 2 attached shows that the 
civil caseload has been above the national average in each of the last 12 fiscal 
years except the years 1948 and 1949. The total civil caseload during the fiscal 
year 1952 was 265 compared to the national average of civil cases commenced 
per judgeship of 236. During the first half of the fiscal vear 1953 the number 
of civil cases commenced showed a sharp rise to 203 cases. This compares to 
146 civil cases during the same period of the last fiscal year and 265 civil cases 
during the whole fiscal year 1952. 

Since June 30, 1948, the number of pending civil cases in this district has almost 
tripled. At the end of that fiscal year the figure stood at 129. On December 31, 
1952, there were 374 civil cases pending in the district, which number compares 
with 293 civil cases pending at the end of the previous calendar year. 

Except for the fiscal years 1947, 1950, and 1951 the number of private civil 
cases in this district has been below the national average. During the first half 
of the fiscal year 1953, however, there were 120 such cases filed which is more 
than the number of private cases commenced during the whole of the last fiscal 
year. Only 56 private civil cases were terminated and the pending figure on 
December 31, 1952, rose to 226 cases, which is the highest it has been in the last 
decade and is more than 5 times the pending figure of 42 cases on June 30, 1946 
Private civil litigation on the average consumes a great deal more court time 
than do other types of cases and this is especially true of personal injury cases 
arising out of an automobile accident. Most of the increases in private litiga- 
tion in this district have been in this category of litigation. The following table 
shows the number of these cases commenced in the eastern district of Wisconsin 
during the past 3 years as compared to the national average: 


Motor vehicle accident cases commenced per judge 


Fiscal year 86 districts 





- 
Wisconsin 
| 





(eastern) 
Rabies heaves ss he we eatccmoaia aca treat at aa ke ecole 39 | 20 
a easier ai nell lal a alt de ee kee 67 | 24 
1952. _. ms aire eeasehun bet haem cenit indiimeleesines daimahenen muha | 53 3B 
First half of 1953_____ es (i bcaneneminasy 58 | 16 


Indications of docket congestion in this district can be seen by a comparison 
of the median time intervals from the filing of cases to final disposition and from 
joinder of issue to trial. One-half of the 20 cases disposed of after trial in this 
district during the fiscal year 1952 were more than 2 years old at the time of 
disposition. The median time interval nationally was 12.1 months from filing 
to disposition. All 20 of the cases terminated after trial had been at issue over 9 
months at the time of trial. The national median from issue to trial during the 
fiscal year 1952 was 7 months. 

The criminal caseload in this district is below average, but on December 31, 
1952, there were 95 criminal cases pending. This is another indication of docket 
congestion in the district resulting from the heavy burden of civil litigation 
because in previous years the judge in this district has been able to keep the 
criminal docket almost completely current. 

Respectfully submitted. 

WILL SHAFROTH, 
Chief, Division of Procedural Studies and Statistics, 
Administrative Office of the United States Courts. 
Marca 2, 1953. 
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Eastern District oF WISCONSIN 
TABLE 1.— Cases commenced and terminated, by fiscal Tf and pending at the end 
of each year, beginning with 1941 


TOTAL CIVIL CASES 


Com- | Termi- | Pending 
menced nated | June 30 


Com- Termi- | Pending 


Fiscal year menced nated June 30 


| Fiscal year 





— 


| 
Tune 30 | 
—|| 
| 


| 
234 190 || 1948. 148 | 266 | 
= 266 150 || 1949 7 152 | 
4 | 31 189 || 1950 339 | 282 
a18 201 || 1951 259 | 182 
926 84: 285 || 1952 265 260 
, 450 = 30 375 || First half of 1953 203 112 
497 oo | 247 1} } j 


UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 


[OPA cases are in parentheses |] 


| ae 2 ar 
. . ; | . = ata il . 
Com- Termi- | Pending || Com- lermi- | Pending 


Fiscal year menced nated | June 30 || Fiscal year | menced | nated | June 30 


| 155 | 100 || 1948._._-- 171 ani 
193 | 70 1949 S4 (21 
(152) | 251 | 128 || 1950 .-|165 (1)} 
(313) | 362 145 || 1951 ..-|101 ¢( 
(793) | 788 | 244 || 1952 ..|153 
(1, 316) 1,315 | 333 || First half of 1953_..| 83 
(287) 558 145 || 
| t 





PRIVATE CIVIL CASES 


Com- Termi- | Pending 


| 
Com- | Termi- | Pending 
menced nated June 30 


menced | nated June 30 


ee i 


90 |} 1948 113 66 
- 3 | 65 84 

61 Pet atbodaesa« 126 
56 || 195 5 111 
41 |) ‘ 129 
| First half of 1953 20 56 


Fiseal year 


42 || 
102 | 


CRIMINAL CASES 


[Cases transferred are not included in “‘Commenced”’ and “Terminated” columns] 


Com- Termi- | Pending 


Com- Termi- | Pending 
menced nated June 30 


Fiscs Dg ? 
iscal year menced nated | June 30 


Fiscal year 


40 
49 


128 6 || First half of 1953_. 
: 149 | 


, UE A cases, including rent control, are separately listed because from 1945 to 1947 they constituted a 
e proportion of all civil cases commenced, although they required on the average a rela tively anal 


tion of court time per case for disposition during those years. They are included in the figure which 
they f llow 
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TABLE 2,—Cases commenced per judgeship Tak 
TOTAL CIVIL CASES 
Wisconsin (eastern) National Wisconsin (eastern Na 
, ' cocaine: aa average: ——__—__-—_—_—_ avi 
‘iscal year eee Cases com- Fiscal year Naa 4SeS 
Number of eee menced per Number of eed po | mer 
judgeships | judgeship judgeship ! judgeships | judgeship } judgesh 
1941 1 | 234 164 || 1947 1 497 7 
1942 | 1 | 229 168 || 1948 1 148 x 
1943 | 1 354 158 1949 1 167 z nes 
1944 | 1 418 169 || 1950 1 339 » 1 
1945 1 926 295 || 1951 1 259 4 + 
1946 | 1 1, 450 321 1952 1 | 265 Be M7 
= er — Pe . ee = > — . oo 4 
UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 4A) 
Wisconsin Wisconsin : 
(eastern) National | (eastern) Nat 
~ ie ale average | Ave i hie 
Fiscal year | Cases com- Fiscal] year Cast e yea 
Cases com- | menced per Cases com- | menced | he t 
menced per judgeship ! menced per | judges} en nt 
judgeship | judgeship rmi 
| vent 
7% ——— e ee — TT _— ee "er Tre : 5 »t 
1941. | 75 &3 1947. 370 he ft 
1942. . 163 91 || 1948__. 71 ‘ The per 
1943 309 100 |; 1949___. s4 Land 
1944 379 113 1950 165 tive of 1 
1945 887 238 || 1951. ..- 101 ? The 
1946 _ 1, 404 | 251 || 1952_... 153 fter; 84 
PRIVATE CIVIL CASES 
| Wisconsin Wisconsin 
(eastern) National (eastern Na 
—, a average AV 
Fiscal year | Cases com- Fiscal year Case 
| Cases com- menced per Cases com- | met! 
| menced per judgeship ! menced per jud 
| judgeship judgeship 
| 
1941 59 | 82 || 1947_. 127 
1942 66 77 1948 77 
1943 45 58 1949 83 
1944 39 56 || 1950 174 
1945... 39 57 1951 158 
1946... 46 70 1952. ... 112 
CRIMINAL CASES 
Wisconsin Wisconsin 
(eastern) | National (eastern) Nat 
a average: i a ls aver 
Fiscal year Cases com- Fiscal year Cases cor 
Cases com- menced per Cases com- | mene 
menced per | judgeship! menced per | judges 
judgeship | judgeship 
1941... | 91 165 || 1947_._. 131 
1942... 106 | 174 1948... 75 
1943 ‘ 241 | 190 1949... 112 
1944. __. 205 | 211 || 1950.... eg 99 | 
SD socal | 148 209 |; 1951.... 89 iw 
1946 _. | 133 171 || 1952. ... ‘ 112 


1 This column includes 86 districts for 1949 and thereafter; 84 districts before 1949. 


Because caseload figures are given to the nearest whole number, it is not always possible to der 
totals by adding component parts. 
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3.— Time intervals in civil cases terminated in which a trial was held, for each 
fiscal year beginning with 19445 


CURRENCY OF DOCKETS 
Median time intervals (in months)! 


Total cases terminated 
after trial 


Fiscal year Filing to disposition Issue to trial 


Wisconsin lott 
s ‘ al 2 
(eastern) | National (eastern) 


| 
| National 2 


Wisconsin Wisconsin | ,; 
(eastern) National 


30 2, 883 | 18. 2 9.0 | 
37 | 3,421 | 11.8 8.9 | 
38 3, 963 | 15.9 9.0 | 
34 4, 548 11.1 9. 
21 4, 847 10.4 
17 5, 020 

" 9 5, O85 

| 20 4, 767 


lhe median-time interval from filing to disposition is computed by arranging all cases terminated during 
ear, in which a trial was held, in order according to the time from filing to disposition, from the lowest 
the highest. The median time is then the time required for the middle case of the series or if there is an 
en number of cases, it is the average time for the two middle cases. The same procedure is followed in 
letermining the median time from issue to trial. The median instead of the average is used because it 
revents distortion of the result by a few nontypical long or short cases. No median has been computed 
shere there were less than 25 cases. 
lhe period from filing to disposition is the elapsed time from commencement to termination of the case. 
The period from issue to trial is the time from filing of the answer to the date trial is begun. 
Land condemnation, habeas corpus and forfeiture cases are not included because they are not representa- 
if the time required for the general run of civil cases. 
2 These columns show the number of cases and the median-time intervals for 86 districts for 1949 and there- 
ifter: 84 districts before 1949. 
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TaBLE 4.—Cases commenced per judgeship in the eastern district of Wisconsin and 
in 86 districts in the fiscal year 1952 by nature of suit 


ADDITIONAL CIRCUIT AND DISTRICT JUDGES 


Civil cases: 
i ee ieee 


United States cases...............- 
PR En ctbckchccncaduce 


United States plaintiff._.__._- cndecaditinses 


Land condemnation... daichii riahemet ail acess 
Defense Production Act...........-.----- wilinas 


Fair Labor Standards Act.....--------------------- 


ne ioc asincwwmacminibe 
Food and Drug Act................-..-- aoe 


Liquor laws... dabinbitn ébendiels 


Other forfeitures and penalties.....-..-..----- 
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having purely Federal jurisdiction. 


large and a relatively small amount of court time. 
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Conference with respect to the resignation and retirement of judges and ¢! 





APPENDIX 30 


ADMINISTRATIVE OFFICE OF THE UNITED States Courts, _ 
Washington 13, D. C., January 28, 1955 


. Wrnr1AM LANGER, 


Chairman, Senate Judiciary Committee, 
United States Senate, Washington, D. C. 
Dear Senator LANGER: On behalf of the Judicial Conference of the Unit 
States, I transmit herewith the draft of a proposed bill approved by the Judic 


It gives some indication of the types of cases which take a relativey 


appointment of additional judges when permanently disabled judges fail to retir 
At its regular session held in September of 1950, the Conference authorized 
appointment by the Chief Justice of a committee to study and consider questio!s 


relating to retirement of judges. 


The committee which was appointed consiste¢ 
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of the following judges: Circuit Judge F. Ryan Duffy, of the seventh circuit, 
chairman; and Circuit Judges Herbert F. Goodrich, of the third circuit; Armistead 
\{. Dobie, of the fourth circuit; Shackleford Miller, Jr., of the sixth circuit; and 
Kimbrough Stone (retired) of the eighth circuit; and District Judges Ernest W. 
Gibson, of the district of Vermont; Sylvester J. Ryan, of the southern district of 
New York; Sam M. Driver, of the eastern district of Washington; Carl A. Hatch, 
of the district of New Mexico; Henry A. Schweinhaut, of the District of Columbia; 
and E. Marvin Underwood (retired), of the northern district of Georgia. 

From the time of its appointment in the fall of 1950 until the fall of 1952, the 
committee gave continuous attention to the subject referred to it and made and 
presented preliminary reports which were discussed at the September 1951 and 
the March 1952 meeting of the Judicial Conference. Its report presented in 
September 1951 was circulated among the circuit and district judges of the 
country and suggestions received in response to it were taken into account by 
the committee. At the annual meeting of the Judicial Conference in September 
1952, the committee recommended a plan which the Judicial Conference adopted 
and which is embodied in the bill now presented. 

The first reeommendation contained in the bill is that any justice or judge of 
the United States appointed to hold office during good behavior be permitted to 
retain his office but retire from regular active service after attaining the age of 
65 years and after serving 15 years continuously or otherwise. Existing law 
permits such retirement only at the age of 70 years after 10 years of service. 
tetired judges are eligible for assignment to active duty and continue to receive 
after retirement the salary of their offce. In making this recommendation to 
the Conference the committee said: “In replying to our questionnaire many 
judges urged that the age for voluntary retirement should be 65. It was pointed 
out that the present 70 year-retirement provision is out of line with every retire- 
ment system in the Government, and with practically all retirement systems in 
private industry. The committee, therefore, concluded to recommend that a 
judge who had given 15 years of Federal judicial service should have the option 
to retire when he reaches the age of 65 years, or at any other age over 65 when 
he completes 15 years of service. It should be noted that the age for resignation 
is left as it now appears in the law, that is, 70 years after 10 years of judicial 
service.” 

The next recommendation which is embodied in the bill would modify and 
extend the following provision of existing law now found in section 371 of title 28, 
United States Code: 

“Whenever any circuit or district judg> eligible to resign or retire under this 
section [at age 70 after 10 years of service] does neither, and the President finds 
that such judge is unable to discharge efficiently all the duties of his office by 
reason of permanent mental or physical disability and that the appointment of 
an additional judge is necessary for the efficient dispatch of business, the Presi- 
dent may make such appointment by and with the advice and consent of the 
Senate. If such additional judge is appointed, the vacancy subsequently caused 
by the death, resignation, or retirement of the disabled judge shall not be filled.”’ 

It will be observed that this provision is applicable only to circuit or district 
judges and not to judges of the Court of Claims, Court of Customs and Patent 
Appeals, or the Customs Court. 

Although a disabled judge may voluntarily retire at any time regardless of age 
(on full salary if he has had 10 years’ service or half salary if less than 10 years’ 
service), there is presently no provision under which the President is empowered 
to appoint an additional judge to serve in the case of a judge who is permanently 
disabled but declines to retire and has not reached the age of 70 years or has not 
served at least 10 years on the bench. 

The bill recommended by the Conference would empower the President to 
appoint an additional judge whenever he finds that a judge of the United States 
appointed to hold office during good behavior is eligible to retire because of per- 
manent disability but declines to do so and the appointment of an additional 
judge is necessary for the efficient dispatch of business. This would include 
not only circuit and district judges but also judges of the Court of Claims, the 
Court of Customs and Patent Appeals, and the Customs Court. The President 
could act, however, only upon a certificate as to the permanent disability of the 
judge furnished by a majoritv of the members of the judicial council of his circuit 
in the case of a circuit or district judge, or by the Chief Justices of the United 
States in the case of the chief judge of the Court of Claims, Court of Customs and 
Patent Appeals, or Customs boat. or by the chief judge of his court in the case 
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of a judge of the Court of Claims, Court of Customs and Patent Appeals, or 
Customs Court. Such a certificate furnished by members of the judiciary as 
prerequisite for action by the President would be appropriate and in keeping 
with the independence of the judiciary. Moreover the President would un- 
doubtedly feel freer to act if he is supported by a certificate furnished by respon- 
sible judges in a position to know the facts than if he has to rely upon his own 
findings alone. 

The bill also contains an amendment to section 373 of title 28, United States 
Code, relating to the retirement of judges of the United States District Courts for 
the Districts of Hawaii and Puerto Rico, the District Court for the Territory of 
Alaska, the United States District Court for the District of the Canal Zone, the 
District Court of Guam, the District Court of the Virgin Islands and justices of the 
Supreme Court of the Territory of Hawaii, all of whom are appointed for terms of 
years. Under existing law, one of these judges who resigns, retires, or fails of 
reappointment or is removed by the President upon the sole ground of mental or 
physical disability, after attaining the age of 70 years and after serving as judge 
of one or more of such courts, at least 16 vears, continuously or otherwise, is en- 
titled to continue to receive the salary which he received when he relinquished 
office. If his service aggregated less than 16 vears but not less than 10 vears he 
may receive that proportion of his salry which the total aggregate number of 
years of his service bears to 16. 

The amendment proposed by the Conference would permit these judges to 
resign at full salary after attaining the age of 70 years and serving as a judge at 
least 10 years, or after attaining the age of 65 years and serving at least 15 years, 
If such a judge fails of reappointment or is removed by the President upon the 
sole ground of mental or physical disability and his judicial service aggregates 16 
years or more, he would upon attaining the age of 65 years, if he aas not already 
reached that age, receive for life the salary which he was receiving upon the 
relinquishment of his office. If his service aggregates less than 16 years but not 
less than 10 years, he would upon reaching the age of 65 years receive for life the 
proportion of his salary which the aggregate number of years of service bears to 16, 

It will be appreciated if this bill may be introduced in the Senate and con- 
sidered by the Judiciary Committee. I shall be happy to undertake to furnish 
the committee any additional information which it may desire in this connection, 

Sincerely yours, 
Hunry P. CHanpLer. 
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LIMITING SERVICE OF A UNITED STATES MARSHAL 
AFTER THE EXPIRATION OF HIS TERM 


May 4 (legislative day, APRIL 6), 1953.—Ordered to be printed 


\ir. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany S. 1608] 


The Committee on the Judiciary, to which was referred the bill 

5. 1608) to prevent the indefinite continuation of service of a United 
| States marshal following the expiration of his term, having considered 

the same, reports favorably thereon, without amendment, and 
; recommends that the bill do pass. 
The purpose of this bill is to prevent the indefinite continuance 
of service of a United States marshal following the expiration of his 
term, 
That such indefinite service is a possibility under present law is 
clearly shown by the case of the late Mr. Fred A. Canfil, United 
; States marshal for the western district of Missouri, who died in office 

on March 23 of this vear. ‘Ir. Canfil was appointed as marshal 
- in 1944 at the insistence of Senator Harry S. Truman. Mr. Canfil’s 
| reappointment was due in 1948, but Pre sident Truman delayed sub- 

mission of Mr. Canfil’s name until 1949, because of an incident in 
» which the marshal was involved in November of 1947, which brought 
» him unfavorable publicity on a nationwide basis. Thereafter, while 
» action on Mr. Canfil’s nomination was pending, the President with- 
drew the nomination. Mr. Canfil thereafter remained in office for 5 
vears, and until the time of his death, because the President neither 
dismissed him nor appointed a successor. 

Under the law, this could happen in any case where the term of a 
marshal expired and the President, for any reason, failed to appoint 
a Successor and did not expressly remove the incumbent marshal. 
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Under the terms of S. 1608, a marshal could not continue in office 
for longer than 6 months beyond the expiration of his term, without 
being renominated and confirmed. The 6-month period should pro- 
vide ample time in which to make a new appointment and secure 
Senate action upon it. If anew appointment should not be made and 
confirmed within the 6-month period after the expiration of the old 
term, the hold-over marshal would go out of office and there would 
be a vacancy, which could then be filled, in accordance with existing 
law, by a temporary appointment made by the United States district 
court for the district. The temporary marshal so appointed would 
then hold office until a permanent marshal had been nominated and 
confirmed. 
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AMENDING THE FEDERAL RESERVE ACT 
May 5 (legislative day, Aprit 6), 1953.—Ordered to be printed 


Mr. Bricker, from the Committee on Banking and Currency, 
submitted the following 


REPORT 
[To accompany 8. 1631] 


The Committee on Banking and Currency to whom was referred the 
bill (S. 1631) to amend section 10 of the Federal Reserve Act (U.S. C., 
title 12, sec. 522), having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to increase from $10 million to $36 million 
the aggregate costs which may be incurred by all Federal Reserve 
banks for branch bank buildings with the approval of the Board of 
Governors. 


GENERAL STATEMENT 


The Federal Reserve Act authorizes the Board of Governors of the 
Federal Reserve System— 
; to permit or require any Federal Reserve bank to establish branch banks within 
the Federal Reserve district in which it is located (U.S. C., title 12, see. 521). 
| Such branches are operated under the supervision of boards of direc- 
tors, subject to rules and regulations prescribed by the Board of 
Governors. 

Under the act of June 3, 1922, the authority of Federal Reserve 
_ banks to enter into any contract for the erection of any branch bank 
building was limited to structures costing not more than $250,000, ex- 
| clusive of the cost of the vaults, permanent equipment, furnishings, 
; and fixtures (U.S. C., title 12, sec. 522). 
' By Public Law 262, 80th Congress, approved July 30, 1947, it was 
» provided that the $250,000 limitation on the construction of buildings 
"for Federal Reserve branch banks should not apply as long as the 





2 AMEND THE FEDERAL RESERVE ACT 


aggregate of such costs thereafter incurred for all branch-bank }yild- 
ings of Federal Reserve banks, with the approval of the Board of 
Governors, was not in excess of $10 million. This amount, however 
has now been utilized or allocated. 

Under the $10 million authorization provided by the 1947 amend- 
ment, the building occupied by the Cincinnati branch was purchased 
New buildings have been constructed for the branches at Jacksonville. 
Portland, and Seattle. A major addition to the building at the 
Detroit branch has been constructed. Funds have been earmarked 
for the erection of a major addition to the Los Angeles branch build- 
ing, plans for which have been prepared. 

Additional space is now required at many branches other than those 
mentioned above. In particular, new buildings or substantial im- 
provements are needed for the branch Federal Reserve banks located 
at Buffalo, Pittsburgh, Baltimore, Charlotte, Birmingham, Nashville. 
New Orleans, Louisville, Denver, Oklahoma City, Omaha, El Paso, 
Houston, San Antonio, and Salt Lake City. The need for additional 
building facilities at many of these branches is urgent. The need for 
additional building facilities at some of these branches constitutes 
emergency situations. 

Most of the Federal Reserve bank branch buildings were built or 
acquired over 25 years ago. Since that time the operations of the 
various branches have greatly expanded because of the ever-increasing 
volume of business handled. The space required for efficient operation 
has increased correspondingly, particularly as a result of the growth 
in the volume of fiscal operations performed for the Treasury and 
other Government departments and agencies. 

The greatest increases in volume of work have resulted from the 
handling of currency and coin and the collection of checks. Money 
in circulation, around $30 billion, practically all of which flows through 
the Federal Reserve banks and branches, is more than 3 times 
what it was before World War II. Since 1940, the number of coins 
received and counted by the Federal Reserve branches has more 
than tripled. The number of pieces of paper currency received and 
counted has more than tripled. And the number of checks handled 
by the branches has nearly tripled. Moreover, much larger vault 
facilities are required because of the necessity for larger reserve sup- 
plies of currency. 

The estimates for the cost of the buildings and improvements at 
the several branches mentioned above are necessarily rough at this 
time, but, after allowance for a 10-percent margin, the total estimated 
cost is approximately $18,500,000 (exclusive of the cost of vaults, 
permanent equipment, furnishings, and fixtures, and also exclusive of 
the cost of the land). This amount does not take into account needs 
that may develop later. 

Your committee wishes to emphasize that Federal Reserve banks 
use their own funds in the construction or improvement of their 
buildings. No public funds are involved. This authorization will 
involve no cost to the taxpayer. 

Costs of these buildings are capitalized, that is, carried as assets 
of the bank. Moreover, under specific requirement of the law, all 
construction projects for branch bank buildings, having first been 
considered by the board of directors of the branch and of the Federal 
Reserve bank, must be submitted to the Board of Governors for its 
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approval. In each case the Board of Governors considers the proposal 
in the light of the needs of the branch, the type of building to be con- 
structed, the reasonableness of the costs, the availability of materials, 
and whether the construction at the time is generally in keeping with 
the prevailing economic situation. 

In 1950, your committee reported favorably a bill (S. 3105) to 
increase from $10 million to $25 million the aggregate cost of all branch 
bank buildings. That bill was passed by the Senate and reported 
favorably by the House Banking and Currency Committee. Before 
final action could be taken by the Congress, the Korean conflict 
developed. Searcity of materials and inflationary pressures made 
further action inadvisable at that time. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
lav in which no change is proposed is shown in roman): 


Section 10 (Par, 9) FrepeRAL ReseRvE Act 


No Federal Reserve bank shall have authority hereafter to enter into any 
‘ontract or contracts for the erection of any branch bank building of any kind or 
tharacter, or to authorize the erection of any such building, if the cost of the 
building proper, exclusive of the cost of the values, permanent equipment, fur- 
nishings, and fixtures, is in excess of $250,000: Provided, That nothing herein 
shall apply to any building under construction prior to June 3, 1922: Provided 
further, That the cost as above specified shall not be so limited as long as the aggre- 
gate of such costs which are incurred by all Federal Reserve banks for branch 
bank buildings with the approval of the Board of Governors after July 30, 1947 
does not exceed [$10,000,000] $30,000,000. 
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UNNEGOTIATED CHECKS INVOLVING VETERANS’ 
ADMINISTRATION CLAIMS 


May 7 (legislative day, May 6), 1953.—Ordered to be printed 


Mir. MILLIKIN, from the Committee on Finance, submitted the 
following 


REPORT 
{To accompany H. R. 1563] 


The Committee on Finance, to whom was referred the bill (H. R. 
1563), a bill to amend Veterans Regulation No. 2 (a), as amended, to 
provide that the amount of certain unnegotiated checks shall be paid 
as accrued benefits upon the death of the benefici iary-payee, and for 

other purposes, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 

By virtue of this act, the Committee on Finance accepts the report 
of the Committee on Veterans’ Affairs as follows: 


EXPLANATION OF THE BILL 


The purpose of this bill is to amend the pertinent statutory Veterans’ 
Regulations to provide that a check received by a beneficiary-payee 
in payment of pension, compensation, retirement pay, subsistence 
allowance, education, or training allowance, shall, in the event of 
death of the payee on or after the last day of the period covered by 
such cheek, and unless negotiated by the payee or the duly appointed 
representative of his estate, be re ‘turned to the Veterans’ Administra- 
tion for cancellation and payment in the same manner as so-called 
accrued benefits payable at the time of the beneficiary’s death. At 
the present time, accrued benefits are administered and paid by the 
Veterans’ Administration, but if the veteran dies and there is an out- 

; standing check for such benefits, the General Accounting Office must 
make the settlement. 

The bill, if enacted into law, would result in more simplified pro- 
cedure involving only one agency. The proposal has been coordinated 

|} with and concurred in by the General Accounting Office. There 
will be no additional cost to the Government as the result of enactment 
of this legislation. On the contrary, it is estimated that the simplified 
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procedure would, in effect, result in administrative savings both to the 
Veterans’ Administration and the General Accounting Office, anq 
at the same time permit more expeditious service to the beneficiaries 
concerned. The report of the Veterans’ Administration follows 


VETERANS’ ADMINISTRATION, 
OrrICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS 
Washington 25, D. C., January 8, 
Hon. Joseru W. Martin, Jr., 
Spe aker of the hhouse of Re presentatives, 
Washinaton 25, D. C. 


Dear Mr. Speaker: There is enclosed a draft of a proposed bill entitl 
bill to amend Veterans Regulation No. 2 (a), as amended, to provide that 
amount of certain unnegotiated checks shall be paid as accrued benefits upor 
death of the beneficiarv-payee, and for other purposes,’ with the request t 
it be introduced and considered for enactment 

The purpose of the proposed measure is to amend paragraph V (2), part 
Veterans Regulation No. 2 (a), as amended, to provide that a check received 
a payee in payment of pension, compensation, retirement pay, subsistence all 
ance, or education and training allowance shall, in the event of the death of t 
payee on or after the last day of the period covered by such check, and 
negotiated by the payee or the duly appointed representative of his estat 
returned to the Veterans’ Administration and canceled. The amount repr 
sented by any check so returned and canceled or any amount recovered by reas 
of the improper negotiation of any such check would be paid as an accrued benef 
to certain classes of beneficiaries in accordance with paragraph V (1) of the: 
tioned veterans’ regulation. However, the provisions of paragraph V (1) li 
the payment of accrued benefits to amounts due and not paid for a period 
exceeding | year prior to death and the time limitations of 1 year for filing 
perfecting claims will not be for application under the proposal with resp: 
the proceeds of checks. Also, if the full amount of any such check ca 
paid under paragraph V (1) the remaining amount will be paid, upon sett] 
by the General Accounting Office, to the estate of the deceased payee, if su 
estate will not escheat. It is provided further, that the provisions of paragray 
V(2) in effect prior to the date of approval of the measure shall be applicabk 
in the case of any payee dving prior to said date. Certain provisions of law 
conflict with paragraph V (2) would be specifically repealed. 

Under the existing paragraph V (2) a check received by a payee in payin 
pension, compensation, or retirement pay payable by the Veterans’ Adi 
tration (by reference in other laws the provision is also applicable to subsist: 
allowances and education and training allowances) in the event of the dea 
the payee on or after the last day of the period covered by the check, bec 
asset of the estate of the deceased payee. Such a check is referred to 
‘asset’? cheek and the proceeds thereof are payable to the persons entitled 
the laws of the State of residence of the payee Although the Veterans’ \ 
istration assists the claimants in making application for the amount 
checks, and in securing necessary supporting data, the claims are paid 
General Accounting Office. 

In almost every case where a beneficiary dies there is an amount aceru 
the fractional part of the last month during which he lived. Also, an add 
amount may have accrued prior to his death because of the lapse of time re 
to process an application for increased benefits. In other cases, a perso 
die before receiving his first payment under an approved award covering a 
active period of entitlement. Such accrued amounts, covering a period 
exceed 1 year, are payable by the Veterans’ Administration in accorda: 
paragraph V (1), part I, Veterans Regulation No. 2 (a), as amended, to 1 
viving spouse, child or children, dependent mother or father, or the perso! 
bore the expenses of the last illness and burial. 

I:very case in which an asset check and an accrued amount are both 
results in 2 claims being processed by 2 different agencies—1 for distril 
the proceeds of the asset check in accordance with the laws of the particula 
involved and the other for settlement of the acerued amount to the pers 
ble under paragraph V (1), part I, Veterans Regulation No. 2 (a), as an 
While the State laws vary as to who is entitled, and in some cases the 
of an asset check must be divided among several heirs, in the vast majori! 
the cases the same person or persons entitled to receive the proceeds of tly 
checks will also be entitled to receive the accrued benefits. In such cas 
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f two separate claims is confusing to the heirs and creates an unnecessary 
ition of administrative work and cost. 
analvsis has been made of cases involving asset checks processed through 
listrict office of the Veterans’ Administration during the past year, and it 
rmined that in 85 percent of the cases the widow was the recipient of 
weeds of the check. In a large number of cases she was the only person 
{ and in certain other cases where other heirs were entitled to a portion, 
were secured from them. In the remainder of the cases, representing 15 
the recipient was the person who paid the expenses of the last illness 
rial. Ordinarily this person is a close relative of the deceased veteran. 
the above-named recipients are those who would ordinarily receive an 
rued amount due upon the death of a veteran, it is believed that enactment of 
oposed legislation would, with very few exceptions, result in payment to 
same person of amounts presently classed as asset checks. In the event the 
ds of the cheek or checks, or any part thereof, cannot be disbursed as 
ed amounts,” then under the proposal the amount remaining would be 
to the estate of the deceased beneficiary if such estate will not escheat. 
proposed bill, if enacted, would result in a more simplified procedure where 
one person is entitled to the entire amount payable after the death of a 
ficiarv. At the time when such a person is likely to be most confused by 
e death of a near relative, he would be required to file only one application and 
pporting data for the entire payment In such cases, the procedure would 
lire the processing and payment of only 1 claim, by 1 ageney, the Veterans’ 
ministration 
the event of the enactment of the proposed bill, there will be no additional 
to the Government. On the contrarv, it is estimated that the simplified 
rocedure which could be effected under the provisions of the proposal would 
iit in administrative savings to both the Veterans’ Administration and the 
ral Accounting Office and, at the same time, permit more expeditious service 
the beneficiaries concerned. 

While it is the Administrator’s general policy to refrain from recommending 
fororagainst veterans’-benefit legislation, this proposal is regarded as one involving 
primarily & matter of administrative procedure. As such, and because it is 
elieved that the proposal would materially expedite the settlement of claims for 
amounts payable after the death of a beneficiary, the Veterans’ Administration 
recommends its enactment 

\dvice has been received from the Bureau of the Budget that there would be 
no objection to the submission of the draft bill to the Congress for its consideration 

Sincerely vours, 


Cart R. Gray, Jr., Administrato 


loamend Veterans Regulation Numbered 2 (a), as amended, to vide that the amount of certain 
tiated checks shall be paid as accrued benefits upon the death of t beneficiary-payee, and for 
Irposes 


t enacted by the Senate and House of Representatives of the United States of 
ain Congress assembled, That paragraph V (2), part I, Veterans Regulation 
Numbered 2 (a), as added bv the Act of July 13, 1943 (57 Stat. 557; 38 U.S.C. 
12 note), is amended to read as follows: 
2) A check received by a payee in payment of pension, compensation, retire- 
pay, subsistence allowance, or education and training allowance shall, in the 
of the death of the payee on or after the last day of the period covered by 
heck and unless negotiated by the payee or the duly appointed representative 
estate, be returned to the Veterans’ Administration and canceled. The 
unt represented by any check returned and canceled pursuant to the fore- 
or any amount recovered by reason of improper negotiation of any such 

shall constitute accrued benefits payable pursuant to the provisions of 
raph V (1): Provided, That the one-year limitations of paragraph V (1) shall 
ipplv: Provided, further, That any amount not so paid shall be paid upon 
ement by the General Accounting Office to the estate of the deceased payee 
h estate will not escheat And provided fu ther. That the provision of this 
zraph in effect prior to the date of approval of this amendment shall be 


ra 
ible in the case of anv payee dving prior to said date 


i 
2. The following provisions of law are hereby repealed (together with the 
{ 
} 


lation mark immediately preceding the language in each case 
That portion of section 4 of the Act of Mav 1, 1926 (44 Stat. 383), as 
ded (388 U.S. C. 364e), section 5 of the Act of July 3, 1926 (44 Stat. 807), as 


1 


i@G 38 oie € 321a). and section 5 of the Act of June 2 1930 1 Stat. $93 


nded (88 U.S. C. 365d), which reads in each cited Act as follows: “and the 
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issue of a check in payment of a pension for which the execution and submission of 
a voucher was not required shall constitute payment in the event of the death of 
the pensioner on or after the last day of the period covered by such check, and jt 
shall not be canceled, but shall become an asset of the estate of the deceased 
pensioner’, and 

(b) The proviso in section 2 of the Act of May 23, 1928 (45 Stat. 715) as 
amended (38 U. 8. C. 321b). 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are 
shown as follows (existing law proposed to be omitted is enclosed jn 
black brackets; new matter is printed in italics; existing law in which 
no change is proposed is shown in roman): 


(38 U. 8S. C., Cn. 12 Nore) 


(2) A check received by a payee in payment of pension, compensation, [or] 
retirement pay, subsistence allowance, or education and training allowance shall, in 
the event of the death of the payee on or after the last day of the period covered 
by [such] said check [become an asset of the estate of the deceased payee] 
and unless negotiated by the payee or the duly appointed representative of his estate. 
be returned to the Veterans’ Administration and cancelled. The amount represented 
by any check returned and cancelled pursuant to the foregoing or any amount recovered 
by reason of improper negotiation of any such check shall constitute accrued benefits 
payable pursuant to the provisions of paragraph V (1): Provided, That the one-year 
limitations of paragraph V (1) shall not apply: Provided further, That any amount 
not so paid shall be paid upon settlement by the General Accounting Office to the 
estate of the deceased payee, if such estate will not escheat: And. provided further, 
That the provisions of this subparagraph in effect prior to the date of approval of 
this amendment shall be applicable in the case of any payee dying prior to said date,” 


Although not required by the Ramsever rule, for the convenience 
of the Members the text of the laws sought to be repealed is repro- 
duced below (part printed inside the black brackets is the part sought 
to be repealed). 


That portion of section 4 of the Act of May 1, 1926 (44 Stat. 383), as amended 
(88 U.S. C. 364¢), section 5 of the Act of July 3, 1926 (44 Stat. 807), as amended 
(88 U.S. C. 321a), and section 5 of the Act of June 2, 1930 (46 Stat. 493), as 
amended (38 U.S. C. 365d), which reads in each cited Act as follows: 

[‘‘and the issue of a check in payment of a pension for which the execution and 
submission of a voucher was not. required shall constitute payment in the event of 
the death of the pensioner on or after the last day of the period covered by such 
cheek, and it shall not be cancelled, but shall become an asset of the estate of the 
deceased pensioner’’, and] 

(88 U.S. C. 321b) 


The pension or increase of the rate of pension provided for in section 291a of 
this title, as to all persons whose names were on the pension roll May 23, 1928, 
or who were then in receipt of a pension under then existing law, shall commence 
at the rate provided in the said section, on the fourth day of June 1928; and as 
to persons whose names were not on that date on the pension roll, or who were not 
then in receipt of a pension under then existing law but who may be entitled toa 
pension under the general pension laws, such pensions shall commence from the 
date of filing application therefor in the Veterans’ Administration after May 23, 
1928, in such form as may be prescribed by the Administrator of Veterans’ 
Affairs]: Provided, That the issue of a check in payment of a pension for which 
the execution and submission of a voucher was not required shall constitute pay- 
ment in the event of the death of the pensioner on or after the last day of the 
period covered by such check, and it shall not be canceled, but shall become an 
asset of the estate of the deceased pensioner]. 
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AUTHORIZING THE TRANSFER TO THE STATE OF TEN- 
NESSEE OF CERTAIN LANDS IN THE VETERANS’ ADMIN- 
ISTRATION CENTER, MOUNTAIN HOME, TENN. 


May 7 (legislative day, May 6), 1953.—Ordered to be printed 


Mr. Mriirkin, from the Committee on Finance, submitted the 
following 


REPORT 


[To accompany 8. 1151] 


The Committee on Finance, to whom was referred the bill (S. 1151) 
authorizing the transfer to the State of Tennessee of certain lands in 
the Veterans’ Administration Center, Mountain Home, Tenn., 
having considered the same, report favorably thereon without amend- 
ment, and recommend that the bill do pass. 


PURPOSE OF BILL 


To provide for the transfer, without consideration, by the Admin- 
istrator of Veterans’ Affairs to the State of Tennessee, for use primarily 
for training of the National Guard and for other military purposes, a 
tract of land containing approximately 30 acres situated within the 
boundaries of the reservation of the Veterans’ Administration Center, 
Mountain Home (Johnson City), Tenn. 


GENERAL STATEMENT 


The bill provides that the land would revert to the United States 
in the event that the State of Tennessee ceases to use the tract of land 
(primarily for the training of the National Guard and other military 
purposes. Provision is also made in the bill for the reservation to the 
United States for all minerals, including oil and gas, as well as for 
reentry upon and use of the property by the United States in the 
event of a war or other national emergency. A further provision to 
srequire the State of Tennessee to pay the cost of surveys to determine 
F the legal dese ‘ription of the property to be transferred and will further 
Prequire perpetuation and maintenance of the small cemetery located 
pon this property. 
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The 30 acres of land proposed to be transferred has an estimate; 
value of $500 per acre, or approximately $15,000 for the entire tract 

The Veterans’ Administration interposes no objection to the }j]! 
and states that such transfer will not interfere with present or prospec- 
tive operations of the Veterans’ Administration. 

The report from the Veterans’ Administration on this bill js qc 
follows: 


Marcu 27, | 
Hon. EvGene D. MILLIKIN, 
Chairman, Committee on Finance, 
United Siates Senate, Washington, D. C. 


Dear Senator MILurkin: Further reference is made to your letter of Mar 
3, 1953, requesting a report by the Veterans’ Administration relative to S. 115 
83d Congress, a bill authorizing the transfer to the State of Tennessee of cer 
lands in the Veterans’ Administration Center, Mountain Home, Tenn. 

The bill would provide for the transfer, without consideration, by the Ad: 
istrator of Veterans’ Affairs to the State of Tennessee, for use primarily for tra 
of the National Guard and for other military purposes, of a tract contail 
approximately 30 acres of land situated within the present boundaries of 
reservation of the Veterans’ Administration Center, Mountain Home (Johns 
City), Tenn. Under the terms of the bill, the State of Tennessee would be re« 
to pay the cost of surveys required by the Administrator in determining thy 
description of the tract, and to perpetuate and maintain a cemetery located 
property. In the event the State of Tennessee ceases to use the tract 
mentioned purposes, it would revert to the United States. Provision is als 
made for the reservation to the United States of all minerals, including oil and g: 
in the land to be conveyed, and section 4 provides for the reentry upon and 
of the property by the United States, under stated conditions, in the event 
war or other national emergency. 

S. 1151 is similar in purpose to 8. 2959, 82d Congress, with respect to which | 
Veterans’ Administration submitted a report to the committee under dat: 
May 6, 1952. The bill was favorably reported with amendments relating t 
the description of the property and the maintenance of the cemetery lovat 
thereon. 3S. 2959, as reported and with a floor amendment, which would hav 
required the State of Tennessee to pay 50 percent of the appraised fair mar 
value of the property, passed the Senate on June 21, 1952, and was pending befo. 
the Committee on Veterans’ Affairs, House of Representatives, at the clos 
the 82d Congress. But for the provision relating to the consideration to be pa 
for the land, the current bill is identical to 8S. 2959 as passed by the Senat: 

Correspondence of record in the Veterans’ Administration indicates that t 
State of Tennessee contemplates making certain improvements on the tract 
land in question, but that such improvements will depend, in part at least, up 
the appropriation of certain Federal funds. The Veterans’ Administration is 
advised with respect to the availability of such funds. Since the Department 
Defense is undoubtedly in a position to furnish your committee with furt! 
information relative to this matter, and in view of that Department’s propos 
function under section 4 of the bill, it is suggested that you may desire to » 
the views of the Secretary of Defense relative to the proposal. 

The Veterans’ Administration Center at Mountain Home, Tenn., consists 
domiciliary barracks and a hospital with a preponderance of general medical a 
surgical patients, located on a tract of approximately 425 acres of jiand. T! 
Mountain Home reservation was acquired by the Board of Managers of 
National Home for Disabled Volunteer Soldiers, by purchase at various times 
under the authority of the act of January 28, 1901 (31 Stat. 745). Pursuant | 
section 3 of the act of July 3, 1930 (46 Stat. 1016), all property, the title to wh 
then stood in the name of the Board of Managers, was transferred to and th 
thereof vested in the United States. Based on authority contained in the san 
act, the President, by Executive Order 5398, dated July 21, 1930, transferred t! 
property of the National Home to the Veterans’ Administration. 

The tract of land in question which, as indicated, contains approximate!) 
acres, constitutes the westerly portion of the present Veterans’ Administrat 
Center and is located roughly one-half mile from the principal group of build 
on the Veterans’ Administration reservation. The land has an estimated valu 
of $500 per acre, or approximately $15,000 for the entire tract. Two photostal> 
of a map of the Veterans’ Administration installation in Mountain Home, T 





AUTHORIZE TRANSFER OF CERTAIN LANDS TO TENNESSEE 3 


parcel proposed for conveyance colored in blue, are enclosed for the use 
the committee. Except for a small cemetery located thereon, the land is 
improved. The cemetery referred to contains graves Cating from the period 
he Revolutionary War. The local chapter of the National Society of the 
chters of the American Revolution has evidenced an interest in its perpetua- 
and the Veterans’ Administration currently provides limited maintenance 
ecemetery. As indicated above, 8S. 1151 provides that the State of Tennessee 
perpetuate and provide for the maintenance of this cemetery. 
nsideration has been given to declaring the land excess to the needs of the 
rans’ Administration, but no formal action has been taken to date in that 
rd. It is believed that the conveyance of this property to the State of Tennes- 
under the terms and conditions set forth in the bill, will not interfere with 
present or prospective operation of the Veterans’ Administration Center at 
Mountain Home. It is the view of the Veterans’ Administration that the question 
f donating property owned by the Federal Government, as proposed by 8. 1151, 
volves a question of broad public policy and is, accordingly, a matter primarily 
for the consideration of, and determination by, the Congress. 

\dvice was received from the Bureau of the Budget with respect to a comparable 
eport on a similar bill (H. R. 1561, 83d Cong.), that there would be no objection 
by that office to the submission of the report to the committee. 

Sincerely yours, 


Cari R. Gray, Jr., Administrator. 


© 
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HELMUTH WOLF GRUHL 


May 7 (legislative day, May 6), 1953.—Ordered to be printed 


Mr. Mruuikin, from the Committee on Finance, submitted the 
following 


REPORT 
{To accompany H. R. 1334] 


The Committee on Finance, to whom was referred the bill (H. R. 
1334) for the relief of Helmuth Wolf Gruhl, having considered the 


same, report favorably thereon without amendment and recommend 
that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is that the managing trustee 
of the Federal old-age and survivors insurance trust fund is authorized 
to pay, out of such trust fund, the sum of $868.53 to Helen Mann 
Gruhl for the use and benefit of Helmuth Wolf Gruhl. Such sum 
represents the total of child’s insurance benefits that would have been 
payable under title II of the Social Security Act to Helmuth Wolf 
Gruhl during the period December 1942 to February 1947, if he had 
known of the death of his father and had filed timely application for 
such benefits. 

STATEMENT OF FACTS 


It appears that in 1931 Helen Mann Gruhl married Werner Paul 
Gruhl, then a German citizen who subsequently was naturalized as 
a citizen of the United States. In April 1932 a son was born of this 
marriage, Helmuth Wolf Gruhl, and in 1935 Mrs. Gruhl separated 
from her husband and took her then 3-year-old son, Helmuth Wolf 
Gruhl, from their home in Elizabeth, N. J., to Chicago, Ill., and 
ultimately to Madison, Wis. In June 1941 she obtained an absolute 
divorce from said Werner Paul Gruhl. 

The said Werner Paul Gruhl died on November 8, 1942, in the 
county of Middlebury, Vt., at which time he was married to Antonio 
B. Gruhl. Helen Mann Gruhl, the mother of Helmuth Woif Gruhl; 
stated in an affidavit that she was not informed and had no knowledge 
of the death of her former husband until April 1947. She also states 
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that on November 4, 1942, Antonio B. Gruhl filed a petition for 
administration, stating that she was the sole heir of Werner Pay! 
Gruhl, whereas the true facts were that the minor son, Helmuth 
Wolf Gruhl, was also an heir and had such misstatement not been 
made, the claim for insurance benefits would have been properly made 
in November 1942. Mrs. Helen Mann Gruhl further states that 
June 1947 she made application on behalf of her minor son for child's 
insurance benefits under title II of the Federal Social Security Act, 
which benefits were awarded retroactive to March 1947 in the amount 
of $17.02 a month and payable until said minor child reaches the aye 
of 18 years. Had she been informed, in 1942, of the death of her 
husband, and had timely application been made for the benefits, pay- 
ment from December 1942 through February 1947 would have av- 
crued to the benefit of the said minor child, and would have amounted 
to $868.53, which amount is equal to $17.03 per month for 51 months 

The Department of Health, Education, and Welfare opposes this 
legislation. However, after careful consideration by the committee, 
it was its opinion that the claim was meritorious and this minor child 
should reveive the amount to which it would have been entitled lad 
application been filed at the proper time. 


DeprparR?’MENT OF HeattuH, Epucation, AND WELFARE, 
Washington, May 4, 19 
Hon. Evcener D. MILuikin, 
Chairman, Committee on Finance, 
United States Senate, Washington, D. C. 

Dear Mr. CuHatrRMAN: This letter is in response to your request of Mar 
1953, for a report on H. R. 1334, a bill for the relief of Helmuth Wolf Gruhl 

The bill would provide for the retroactive payment of child’s benefits to Hele: 
Mann Gruhl for the use and benefit of Helmuth Wolf Gruhl on the wage r¢ 
Werner Paul Gruh! for the period December 1942 to February 1947, amo 
to $868.53. 

The facts in the case are as follows: Helmuth Wolf Gruhl is the child of 
Mann Gruhl and Werner Paul Gruhl, who were divorced some vears agi 
May 1947, Helen Mann Gruhl requested the Bureau of Old-Age and Survivors 
Insurance to furnish her information concerning where and when Werner Pau 
Gruhl died, and stated that she had in her care a minor child of Werner Pau 
Gruhl. Asa result of this inquiry aclaim for child’s benefits on behalf of H« 
Wolf Gruhl was filed in June 1947, and payments were made beginning with \lar 
1947. The Bureau of Old-Age and Survivors Insurance held that the law tly 
effect prevented the payment of retroactive benefits for the period covered }\ 
bill. The action of the Bureau was upheld on appeal by a referee and | 
appeals council. 

“he law does provide for the payment of retroactive benefits for a 
period when the filing of an application is delayed after the individual i 
eligible for payments. Under the law in effeet before September 1950 
was applied in this case, this period was 3 months. (The 1950 social se: 
amendments have sinee increased the period to 6 months—effective with 
to months after August 1950.) The provision for retroactive benefits is int 
to permit applicants a reasonable period within which to file without suffering 
loss in payments but to limit the period of retroactivity. 

The language of the Social Security Act indicates that, in providing for 
active benefits for only a limited period, consideration was given to the po- 
that persons otherwise eligible for benefits might delay filing application bee 
of ignorance of ‘their rights, or for other reasons. The courts, in ruling 
elaims for payments for periods prior to the 3-month retroactive period oriy 
permitted by the act, have denied payment of such claims. In some of | 
cases, it was urged by the claimants that they were unaware of their right 
benefits under the act and consequently their rights to benefits were preserve 
The courts, however, held that the fact that a claimant is unaware of his rights 
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Social Security Act does not extend rights beyond the statutory period 
application for benefits has been filed as required by statute. See Ewing 
, 176 F. 2d 641 (10 Cir. 1949); Sizemore v. Ewing, Civil No. 4264 W. D. 
\pril 24, 1950; and Bray v. Ewing, Civil No. 364 8. D. (Miss.), June 
[O48 
ial legislation permitting one individual to receive social insurance benefits 
‘onditions identical to those in which benefits are denied to another is 
lesirable and contrary to the principles underlying the Social Security Act. 
fany modification of a provision in the act is needed, it should be made in the 
and available to all persons equally. While we appreciate the feelings of 
laimants in this matter, we do not believe that their case merits this unusual 
nent. 
r these reasons, we do not recommend enactment of this bill by the Congress. 
Bureau of the Budget advises that there is no objection to the submission 
: report to your committee. 
Sincerely yours, 
Oveta CuLp Hospsy, Secretary. 


O 
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fRANSFER OF LAND LOCATED AT CHERRY POINT, N. C. 


May 8 (legislative day, May 6), 1953.—Ordered to be printed 


Mr. Arken, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


[To accompany-_S. 731] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (S. 731) to authorize the transfer of certain land located at 
Cherry Point, N. C., and for other purposes, having considered same, 
report thereon with a recommendation that it do pass without 
amendment. 

The bill authorizes the transfer, without exchange of funds, of 37.6 
acres from the Forest Service to the Department of the Navy for such 
period as the tract shall be used for military purposes. The Depart- 
ment of the Navy is currently using the land in connection with the 
Marine Corps Air Station, Cherry Point, N. C., by special-use permit. 
Transfer of the tract was requested by the Department of Defense in 
a letter dated January 26, 1953, to the President of the Senate and a 
copy of the letter is attached hereto as a part of this report. 


AssISTANT SECRETARY OF DEFENSE, 
Washington 25, D. C., January 26, 1953. 
Hon. Ricnarp M. Nrxon, 
President of the Senate, Washington, D. C. 


Dear Mr. Presipent: There is forwarded herewith a draft of legislation to 
authorize the transfer of certain land located at Cherry Point, N. C., and for 
other purposes. 

This proposal is a part of the Department of Defense legislative program for 
1953. The Bureau of the Budget has advised that there is no objection to the 
presentation of this proposal for the consideration of the Congress. The De- 
partment of Defense recommends that it be enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


The proposed legislation would authorize and direct the Secretary of Agricul- 
ture to transfer to the jurisdiction and control of the Department of the Navy, 
without exchange of funds and for such period as it shall be used for military 
purposes, a parcel of land situated at Cherry Point, N. C., consisting of 37.6 
acres, more or less. 
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The perimeter area for a runway extension of the United States Marine Corps 
Air Station, Cherry Point, N. C., includes 204.9 acres, more or less, which has 
been acquired by condemnation proceedings, and the 37.6 acres, more or less, 
which is the subject of this legislative proposal. The latter parcel is owned by 
the United States and is under the jurisdiction of the Forest Service, Department 
of Agriculture. The Forest Service has agreed to the proposed transfer and, by 
special-use permit of September 5, 1951, authorized the Department of the Nayy 
to enter upon and improve the land for runway purposes pending enactment of 
necessary legislation to accomplish the desired transfer. 

Inasmuch as the land which is the subject of this legislation is a part of lands 
which have been reserved for national park purposes, it cannot be transferred 
under the provisions of the Federal Property and Administrative Services Act of 
1949. Legislation is, therefore, necessary in order to accomplish the desired 
transfer. 

DEPARTMENT OF DEFENSE ACTION AGENCY 


The Department of the Navy has been designated as the representative of the 
Department of Defense for this legislation. 
Sincerely yours, 
ROGER KENT, Acting, 


O 
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AUTHORIZING PAYMENT OF SALARIES AND EXPENSES 
OF OFFICIALS OF THE KLAMATH TRIBE 


May 12, 1953.—Ordered to be printed 


\[r. Corpon, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 
[To accompany H. R. 3466] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 3406) to authorize payment of salaries and 
expenses of officials of the Klamath Tribe, having considered the same, 
report thereon with the recommendation that it do pass without 
amendment. 

This bill has been considered by the Committee on Interior and 
Insular Affairs of the House; on March 30, 1953, that committee 
submitted its report (H. Rept. No. 222) to the House, recommending 
its passage, and on April 13, 1953, it passed the House. 

This bill, if enacted, will authorize the Klamath Tribe, of Oregon, 
to expend without limitation as to amount, its tribal funds for salaries 
and expenses of the Klamath tribal officials or representatives, at rates 
designated in advance by the Klamath general council and approved 
by the Secretary of the Interior. 

The act of May 15, 1945 (59 Stat. 167), permits the expenditure of 
tribal funds for such purposes but limits the amount of the expenditure 
to $15,000 per annum, which act is repealed by the enactment of this 
bill and eliminates the limitation of the expenditures of $15,000 per 
annum, 

On February 20, 1953, an identical bill (S. 1036) was introduced in 
the Senate by Senator Cordon and referred to your committee for 
consideration. A report on S. 1036, dated April 22, 1953, was sub- 
mitted to your committee by the Secretary of the Interior recommend- 
ing the enactment of this proposed legislation, but certain amend- 
ments, which certain amendments were adopted by the House com- 
mittee, and is now embodied in the text of H. R. 1036 as it passed 
the House and the identical form in which it was considered by your 
committee. 
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A copy of the said report of the Secretary of the Interior, dated 
April 22, 1953, is attached hereto and made a part of this report, » 
follows: 

Unirep States DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., April 22, 19 
Hon. Hueu Butter, 
Chairman, Committee on Interior and Insular Affairs, 
United State s Ne nale, Washington, dD. c. 

My Dear SENATOR But_eR: Reference is made to your request for a repo: 

S. 1036, a bill to authorize payment of salaries and expenses of officials ot 
Klamath Tribe. 

I recommend the enactment of S. 1036, if it is amended as suggested i: 
report. 

The object of this bill is to authorize, without limitation as to the amount 
expenditure of any unobligated tribal funds now on deposit or hereafter to | 
deposited to the credit of the Klamath Tribe in the United States Treasury 
salaries and expenses of Klamath tribal officials or tribal representatives, ot 
than the Klamath loan board, at rates or subject to limitations designated 
advance by the Klamath General Council or any governing body to which t! 
general council may delegate such authority. 

The act of May 15, 1945 (59 Stat. 167), which is the present authority 
expending tribal funds for the purposes mentioned above, vests in the Com 
sioner of Indian Affairs the authority to approve the rates of pay fixed by r 
tion of the Klamath general council. In addition, that act limits the amount to 
be expended for salaries and expenses of tribal officials and representatives to 
more than $15,000 per annum. 

I am in sympathy with the proposal to remove the limitation as to the amount 
to be expended, but I believe that a safeguard against improvident expenditur 
should be provided by retaining an administrative check on the rates of pay and 
on the total amount to be expended for council and delegation expenses in ar 
fiscal year. Also, I believe the language of the bill might be broadened to pern 
the money to be advanced to the tribe for expenditure by the proper tribal officia 
when the Klamath tribal organization progresses to the point where tribal funds 
might be expended by a tribal official rather than a disbursing officer of the United 
States. I recommend, therefore, that in line 5, page 1, following the comma after 
the word “Congress,’”’ there be inserted “to advance to the tribe or’’ and in t! 
same line, the comma following the word “pay” be deleted. Also, in line {) 
page 1, the words “‘to be” be deleted, that in line 10, page 1, a comma be inserted 
after ‘Council’ and that in line 11, page 1, following the word ‘‘authority,”’ ther 
be inserted ‘‘, and approved by the Secretary of the Interior.” This would be in 
keeping with similar legislation authorizing expenditure of funds of other India: 
tribes. 

In order to make the bill fully consistent with the organizational pattern for tli 
Department of the Interior established by Reorganization Plan No. 3 of 1950 
which became effective on May 24, 1950, I recommend that at page 2, lines 2 and 
3, the words ‘“‘Commissioner of Indiaa Affairs’”’ be deleted and the words ‘‘Secretar) 
of the Interior’’ be inserted in lieu thereof. 

The Bureau of the Budget has advised that there is no objection to the presenta- 
tion of this report to your committee. 

Sincerely yours, 
OrME LEwIs, 
Assistant Secretary of the Interior 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill (H. R 
1036), as reported, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets; new matter is printed in italics 
existing law in which no change is proposed is shown in roman) : 





SALARIES AND EXPENSES OF OFFICIALS OF KLAMATH TRIBE 3 


Act OF JUNE 25, 1938, as AMENDED (25 U. S. C., Sec. 563) 
Secretary of the Interior, or such official as may be designated by him, is 
| beginning as of July 1, 1937, and until otherwise directed by Congress, 
t of any unobligated tribal funds of the Klamath Indians in the Treasury 
ited States salaries and expenses to the chairman, secretary and inter- 
the Klamath General Council and members of the Klamath business 
or other committees appointed by the Klamath General Council 
e Klamath Reimbursable Loan Fund Board), when engaged on business 
ibe, and to such official delegates of the Klamath Tribe who may carry 
isiness of the tribe at the seat of government: Provided, That the rate of 
and per diem paid shall be fixed in advance by resolution of the Klamath 
il Council, subject to the approval of the Commissioner of Indian Affairs, 
that additional salaries and expenses, fixed and approved in the same way, 
made retroactive to July 1, 1943: Provided further, That the official 
ites of the tribe carrying on said business at the seat of government shall 
if travel is by rail, the usual railroad and sleeping-car transportation to 
im the seat of government, or, if travel is by automobile, delegates furnishing 
transportation shall receive an amount equivalent to the cost of their railroad 
eeping-car transportation to and from the seat of government, but salary 
er diem shall not be paid to delegates traveling by automobile for any 
{ in excess of the time required to perform the travel by railroad: Provided 
That the aforesaid official delegates shall also receive reimbursement for 
vraphiec expenses incurred on tribal business: Provided further, That the afore- 
| salaries and expenses shall not exceed $15,000 per annum: Provided further, 
at the length of stay of the official delegates at the seat of government shall be 

rmined by the Commissioner of Indian Affairs. ] 


The reported bill would repeal the existing law. 
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AUTHORIZING THE CONVEYANCE OF INDIAN SCHOOL 
PROPERTIES TO LOCAL STATE  PUBLIC-SCHOOL 
DISTRICTS 


May 12, 1953.—Ordered to be printed 


Mr. Warkins, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


{To accompany H. R. 1242] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill CH. R. 1242) authorizing the Secretary of the Interior, 
or his authorized representative, to convey to State or local govern- 
mental agencies or to local school authorities all the right, title, and 
interest of the United States in any land, not to exceed 20 acres, and 
improvements thereon and personal property used in connection 
therewith used for Federal Indian school purposes, having considered 
the same, report thereon with the recommendation that it do pass 
with the following amendment: 

On page 2, line 3, change the period to a colon and add the fol- 
lowing: 

Provided further, That no more than twenty acres of land shall be transferred under 
the terms of this Act in connection with any single school property conveyed to 
State or local governmental agencies or to local school authorities. 

The reason for this amendment is to place a limitation as to the 
amendment of acreage which should be transferred in connection with 
the Indian school buildings. Your committee believes that a parcel 
of land not exceeding 20 acres in any case is sufficient for the efficient 
operation of such schools for educational purposes. 

Your committee assumes that if this bill is enacted that the public- 
school districts which are recipients of such transfer to them of such 
school buildings and property should as soon as practicable furnish 
schooling to Indian children without the Federal Government paying 
tuition for Indian children attending such schools. 

This bill has been considered by the Committee on Interior and 
Insular Affairs of the House; on March 31, 1953, that committee 
submitted its report (H. Rept. No. 226) recemmending its passage, 
and on April 13, 1953, it passed the House 
26006 

















2 AUTHORIZE CONVEYANCE OF CERTAIN INDIAN SCHOOL PROPER 


This bill, if enacted, will permit the transfer, without reimbursement, 
of title to land, buildings, structures, and personal property no longer 
needed by the Bureau of Indian Affairs for the education of Indians, 
and when transferred to State or local sehool districts will be avyail- 
able to Indians and non-Indians on the same terms unless otherw ise 
approved by the Secretary of the Interior. 

If the Secretary of the Interior at any time determines that the 
grantee of the lands and property has failed for at least 1 year to 
observe the terms of the transfer agreement, he may declare a for- 
feiture of the conveyance and title thereupon reverts to the United 
States 

In order that local State agencies be eligible to receive contributions 
under the provisions of the act of September 23, 1950 (64 Stat. 967 
it is necessary that such local agencies hold title to lands on which such 
school buildings and educational facilities are situated. For this 
reason the enactment of legislation as proposed by H. R. 1242 is 
essential. 

This proposed legislation is in line with the policy of the Department 
of the Interior to withdraw Federal supervision of Indians and have 
certain functions now administered by the Indian Bureau turned over 
to local people whenever feasible. 

Representatives of the Bureau of Indian Affairs appeared and testi- 
fied before a subcommittee of the Interior and Insular Affairs Com- 
mittee urging the enactment of H. R. 1242. 
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BLACKFEET INDIAN RESERVATION—AMENDING HOMESTEAD 
ALLOTMENT ACT OF JUNE 30, 1919 (41 STAT. 16), AND REPEALING 
THE ACT OF JUNE 2, 1924 (43 STAT. 252) 


—______yNIV. OF MICH. 
May 12, 1953.— Ordered to bea KY> 7 1953 
LAW LIBRARY 


Mr. Warkins, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 
[To accompany H. R. 1243] 


The Committee on Interior and Insular Affairs, to whom was referred 
the bill (H. R. 1243) to amend the act of June 30, 1919 (41 Stat. 16), 
concerning lands allotted to members of the Blackfeet Tribe, Montana, 
and repealing the act of June 2, 1924 (43 Stat. 252), having considered 
the same, report thereon with the recommendation that it do pass 
without amendment. 

This bill has been considered by the Committee on Interior and 
Insular Affairs of the House, on April 2, 1953, that committee sub- 
mitted its report (H. Rept. 257) to the House, recommending its 
passage, and on April 20, 1953, it passed the House. 


EXPLANATION OF THE BILL 


This bill, if enacted, will remove the restrictions on alienation of the 
homestead allotments of the original allottees on the Blackfeet Indian 
Reservation by making 80 acres of each allotment subject to sale, 
partition, issuance of patent in fee, or other disposition in accordance 
with the laws relating to the other allotments on the Blackfeet 
Reservation. 

The first proviso in the last paragraph in section 10 of the act of 
June 30, 1919 (41 Stat. 3, 14), provides: 

That of the lands so allotted 80 acres of each allotment shall be designated as a 
homestead by the allottee and be evidenced by a trust patent and shall remain 
inalienable and nontaxable until Congress shall otherwise direct. 


The restrictions in this section prevented many Blackfeet allottees 
from disposing of land of which they were not making use and of which 
disposition would have been made for their benefit if the above- 
quoted restriction had not prevented their alienation. 
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Because of the adverse effect of the above-quoted proviso on lands 
in heirship status, the act of June 2, 1924 (43 Stat. 252, ch. 231). 
was passed. ‘This act removed the restrictions on alienation of the 
homestead allotment after the death of the original allottee subject 
to the approval of the Secretary of the Interior. The 1924 act did 
not, however, apply to the homestead allotments in the hands of the 
original allottees. 

The act of June 4, 1920 (41 Stat. 751, 756), imposes a somewhat 
similar limitation on the disposition by sale of or the issuance of a 
patent in fee for certain homestead allotments and other lands on the 
Crow Reservation. With minor exceptions, the Blackfeet and th 
Crow Tribes are the only Indian tribes which are subject to this typ: 
of restrictive legislation. The committee believes that both tribes 
should be released from these restraints, thereby placing them in 
this respect on the same status as the other Indian tribes. 

The restriction against alienation has worked a hardship on com- 
petent Indians because it has been almost impossible for them to 
consolidate their scattered land holdings or sell their homestead 
allotments at actual value. 

The allotments on the Blackfeet Reservation under existing law 
have caused a complicated administrative and recording problem 
which does not lend itself to either good land management or to 
efficient land use on the reservation. 

Furthermore, under present law, Congress is flooded with a host of 
special bills each session providing for the lifting of homestead rest ric- 
tions on individual tracts of land. The enactment of H. R. 1243 
would eliminate the need for these many individual bills and place 
the Blackfeet “homestead allotments” in the same category as othe: 
Indian trust land. 

Representatives of the Bureau of Indian Affairs testified at recent 
hearings in support of the measure. 

This bill, if enacted, will permit the homestead allotment to remain 
nontaxable as long as it is held in a trust or restricted status. Gener- 
ally the allotments of other Indian tribes are not subject to taxation 
under such circumstances, and it is believed that the Congress should 
not enact legislation subjecting to taxation Indian allotments in trust 
or nontaxable restricted-fee patent status on a single reservation. 

This legislation would accomplish two purposes: (1) Relieve the 
Indians of the Blackfeet Reservation of a hardship not imposed on 
other tribes, and (2) decrease the workload of Congress necessitated 
by special legislation for individual cases. 

The Secretary of the Interior recommends the enactment of this 
bill as will appear from his letter dated May 7, 1953, a copy of which 
is attached hereto and made a part of this report as follows: 

Unirep States DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., May 7, 1958. 
Hon. Hucu Butter, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington 25, D. C. 

My Dear SENATOR ButLeR: Reference is made to the oral request from your 
committee for a report on H. R. 1243, a bill to amend the act of June 30, 1919 
(41 Stat. 16), as passed by the House of Representatives on April 20, 1953. 

I recommend that H. R. 1243 be enacted. 

The first proviso in the last paragraph in section 10 of the act of June 30, 1919 
(41 Stat. 3, 16), relating to allotments on the Blackfeet Reservation, provides: 
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“That of the lands so allotted eighty acres of each allotment shall be designated 
‘ homestead by the allottee and be evidenced by a trust patent and shall 
remain inalienable and nontaxable until Congress shall otherwise direct.” 
| The restrictions in this section have prevented many Blackfeet allottees from 
disposing of land of which they were not making use and of which disposition 
would have been made for their benefit if these restrictions had not prevented 
ation of the land. 
Because of the adverse effect of the above-quoted proviso on lands in heirship 
status, the aet of June 2, 1924 (43 Stat. 252, ch. 231), was passed. This act 
removed the restrictions on alienation of the homeste ‘ad allotment after the death 
original allottee, subject to the approval of the Secretary of the Interior. 
1924 act did not, however, apply to the homestead allotments in the hands of 
vriginal allottees. 
Che act of June 4, 1920 (41 Stat. 751, 756), imposes a somewhat similar limita- 
he disposition by sale, or through the issuance of a patent in fee, of certain 
estead allotments on the Crow Reservation. With minor exceptions, the 
kfeet and the Crow Tribes are the only Indian tribes which are subject to 
s type of restrictive legislation. We believe that the Blackfeet Indians should 
released from these restraints, thereby placing them in this respect in the same 
1s as the other Indian tribes. For like reasons we are also recommending the 
wctment of H. R. 1244, a bill designed to accomplish a similar purpose with 
ce to the homestead allotments on the Crow Reservation. 
wing to the continuance of the restrictions on alienation of the homestead 
nts still in the hands of the original allottees, large numbers of bills have 
ntroduced in each Congress to authorize individual sales of, or the issuance 
lividual patents in fee for, these allotments on the Blackfeet Reservatior 
example, during the 82d Congress, 9 such bills were introduced with respect 
ds on the Blackfeet Reservation. 
rhe provisions of H. R. 1243, as passed by the House of Representatives, would 
t subject homestead allotments on the Blackfeet Reservation to taxation as 
as the lands remain in a trust or restricted status. This is in accord with 
existing principles of law applicable to Indian allotments generally. 
rhe bill in its present form incorporates the substance of the provisions of the 
f June 2, 1924, and in addition removes the restrictions on alienation of the 
mestead allotments while still in the hands of the original allottees. Accord- 
if H. R. 1243 were to be enacted, there would no longer be any necessity 
he act of June 2, 1924, and the second section of the bill provides for the 
repeal of that act. 
e Bureau of the Budget has advised that there is no objection to the submis- 
of this report. 
Sincerely yours, 





OrME LEwIs, 
Assistant Secretary of the Interior. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill (H. R. 
1243), as reported, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
and existing law in which no change is proposed is shown in roman): 


Act or JuNE 30, 1919 (41 Srar. 3, 16 


Sec. 10. * * * That so much of the Indian Appropriation Act of March 1, 
1907 (Thirty-fourth Statutes at Large, pages 1015 and 1035), as relates to the 
‘disposal of surplus unallotted lands within the Blackfeet Indian Reservation in 
Montana, is hereby repealed, and the Secretary of the Interior is authorized to 

ake allotments under existing laws within the said reservation to any Indians 
ot s “vs | Blackfeet Tribe not heretofore allotted, living six months after the approval 
of t Act, and thereafter to prorate all unallotted and otherwise unreserved 
pat d the ‘rein among the Indians who have been allotted or may be entitled to 
nights within said reservation: [Provided, That of the lands so allotted eighty 
acres of each allotment shall be designated as a homestead by the allottee and be 
evidenced by a trust patent and shall remain inalienable and nontaxable until 
























4 AMEND HOMESTEAD ALLOTMENT ACT OF JUNE 30, 1919 


Congress shall otherwise direct :] Provided, That of the lands so allotted eighty acres 
of each allotment shall be designated as a homestead allotment by the allottee, and shall 
be evidenced by a trust patent, which shall be subject to sale, partition, issuance of 
patent in fee, or other disposition in accordance with the laws relating to the other allot. 
ments on the Blackfeet Reservation and shall be nontaxable as long as held in a trust 
or restricted staius. * * * 

“ * * 

Act or JuNE 2, 1924 (43 Srar. 252, CHapter 231) 

[That the allotments of Blackfeet Indians designated as homesteads under 
section 10 of the Act of June 30, 1919 (Forty-first Statutes at Large, page 16) 
imposing restrictions on alienation, shall after the death of the original allottee 
be subject to partition, sale, issuance of patents in fee or any other disposition 
authorized by existing law relating to Indian allotments.] 

* * * + 
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ELIMINATING HOMESTEAD DESIGNATION IMPOSED BY 
SECTION 13, ACT OF JUNE 4, 1920 (41 STAT. 751), CROW 
RESERVATION, MONT. 


a 


{iNIV. OF MICH. 
May 12, 1953.—Ordered to be printtalny 9 7 1¢53 


eae LAW LIBRARY 


Mr. Warkins, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 
[To accompany H. R. 1244] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (H. R. 1244) to amend section 13 of the act entitled 
“An act to provide for the allotment of lands of the Crow Tribe, for 
distribution of tribal funds and other purposes” having considered the 
same report thereon with the recommendation that it do pass without 
amendment. 

This bill has been considered by the Committee on Interior and 
Insular Affairs of the House; on April 13, 1953, that committee sub- 
mitted its report (H. Rept. No. 262) recommending its passage, and on 
April 20, it passed the House. 


EXPLANATION OF THE BILL 


This bill, if enacted, would permit the Indian owners of homestead, 
irigable, or agricultural land on the Crow Reservation to sell such 
land, upon application in writing and subject to the approval of the 
Secretary of the Interior or his authorized representative. 

lhis legislation is necessary because section 13 of the act of June 4, 

1920 (41 Stat. 751), provides: 
Evers member of the Crow Tribe shall designate as a homestead six hundred and 
forty acres, clready + llotted or to be allotted hereunder, which homestead shall 
remain inalienable for a period of twenty-five years from the date of issuance of 
patent therefor, or until the death of the allottee: Provided, That the trust period 
on such homestead allotments of incompetent Indians may be extended in accord- 
ance with the provisions of existing law: Provided further, That any Crow Indian 
allottee may sell not to exceed three hundred and twenty acres of his homestead, 
upon his application in writing and with the approval of the Secretary of the 
Interior, under such rules and regulations as he may prescribe: And provided 
fu ther, That said land to be sold by said Indian allottee shall not exceed more 
than one-half of his irrigable nor more than one-half of his agricultural land and 
shall not include the improvements consisting of his home. 
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The restrictions in this section have prevented many Crow Indians 
from disposing of land of which they were not making use and of which 
disposition would have been made for the benefit of the Indians if 
the above-quoted restrictions had not prevented such disposition, 

Since section 13 permits the sale of only one-half of the irrigable 
and one-half of the agricultural land, the value of the property can- 
not be fully realized because the units for sale are not large enough 
to attract bidders. Also, the allotments made under this act have 
produced an irregular pattern of land ownership with correspondingly 
difficult administrative and recording problems. ; 

The act of June 30, 1919 (41 Stat. 3, 16), imposes a somewhat 
similar limitation on the disposition by sale or the issuance of a patent 
in fee of homestead lands on the Blackfeet Reservation. With 
minor exceptions, the Blackfeet and the Crow Tribes are the only 
Indian tribes subject to this type of restrictive legislation. The 
committee believes that both tribes should be released from these 
restraints, thereby placing them in this respect on the same status 
as the other Indian tribes. 

Numerous requests for the sale of lands or the issuance of patents 
in fee have been made by competent Crow Indians who are either 
unable to use their land or have moved away from the reservation, 
As a result, in the past, large numbers of bills have been introduced 
in each Congress to authorize individual sales or the issuance of indi- 
vidual patents in fee. For example, during the 82d Congress, 75 such 
bills were introduced with respect to lands on the Crow Reservation. 
The passage of H. R. 1244 would materially decrease the workload 
of Congress resulting from special legislation for individual cases. 

Representatives of the Bureau of Indian Affairs testified at recent 
hearings urging the enactment of this bill. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill (H. BR. 
444), as reported, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets; new matter is printed in italics; 
existing law in which no change is proposed is shown in roman): 


Act or JuNE 4, 1920 (41 Strat. 751, 756) 


Sec. 13. That every member of the Crow Tribe shall designate as a homestead 
six hundred and forty acres, already allotted or to be allotted hereunder, which 
homestead shall remain inalienable for a period of twenty-five years from the date 
of issuance of patent therefor, or until the death of the allottee: Provided, That the 
trust period on such homestead allotments of incompetent Indians may be 
extended in accordance with the provisions of existing law: Provided further, 
[That any Crow Indian allottee may sell not to exceed three hundred and twenty 
acres of his homestead, upon his application in writing and with the approval of 
the Secretary of the Interior, under such rules and regulations as he may prescribe: 
And provided further, That said land to be sold by said Indian allottee shall not 
exceed more than one-half of his irrigable nor more than one-half of his agricultural 
land and shall not include the improvements consisting of his home.J 
That notwithstanding any provision contained in section 13 of the Act of June 4 
1920 (41 Stat. 751), all homestead, irrigable, or agricultural land on the Crow Reser 
vation may be sold upon application in writing by the Indian owners, subject to the 
approval of the Secretary of the Interior or his authorized representative, but nothing 
in this Act shall be construed to abridge the power of the Secretary of the Interior 
sell land under any existing law. 
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rERMINATING RESTRICTIONS AGAINST ALIENATION ON LAND 
at OWNED BY WILLIAM LYNN ENGLES AND MAUREEN EDNA 
nt ENGLES, FORT PECK ALLOTTEES, MON@ANA 


UNIV. OF MICH. 
May 12, 1953.— Ordered to be printhAAY 2 7 1953 


Te Sy eT eee eee ry Y “ 
om LAW LIBRARY 
er \ir. Warxtins, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 
[To accompany H. R. 2364] 


The Committee on Interior and Insular Affairs, towhom was referred 
the bill (H. R. 2364) authorizing and directing the Secretary of the 
Interior, upon application of the legal guardian of William Lynn 
Engles and Maureen Edna Engles, minors, to issue patents in fee to 
certain lands situated on the Fort Peck Indian Reservation heretofore 
Yr purchased by them with funds advanced by their parents, having 
considered the same, report thereon with the recommendation that 
t do pass without amendment. 

This bill has been considered by the Committee on Interior and 
Insular Affairs of the House; on March 30, 1953, that committee 
submitted its report (H. Rept. No. 218) to the House recommending 
ts passage, and on April 14, 1953, it passed the House. 

This bill, if enacted, will authorize and direct the Secretary of the 
Interior, upon application of William Lynn Engles and Maureen 
Edna Engles, minors, 17 and 14 vears old, respectively, to issue patents 
n fee to lands heretofore purchased with funds advanced by the 
parents and conveyed to said minors by restricted Indian deeds, 
which area consists of a total of approximately 640 acres, now held 
n trust by the United States for the benefit of said 2 minor children. 

The enactment of legislation, such as proposed by this bill, is neces- 
sary for the issuance of patents in fee to these minor children, as 
existing law does not authorize the issuance of patents in fee to minors. 

Your committee is advised that the mother of these two minor 
the F) children has been appointed as their legal guardian by a Montana 
} State district court. The said mother of said minor children is of 
» one-half degree Indian blood, married to a non-Indian, and is a com- 
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petent person well able to conduct her own business affairs as well gs 
those of her said children without supervision by the Federal Govern- 
ment. 

The Secretary of the Interior recommends the enactment of this 
bill, and advises that the Bureau of the Budget indicates that it has 
no objection to its passage. 

A copy of the Secretary of the Interior’s report, dated March 23. 
1953, is attached hereto and made a part of this report, as follows 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY 
Washington 25, D. C., March 23, 1953 
Hon. A. L. MILLER, 
Chairman, Committee on Interior and Insular Affairs, 
House f Representatives, Washington 25, D. C. 


My Dear Mr. Mitcer: Reference is made to your request for a report on 
H. R. 2364, a bill to terminate restrictions against alienation on land owned by 
William Lynn Engles and Maureen Edna Engles. 

I recommend that the bill be enacted. 

The bill authorizes and directs the Secretary of the Interior, upon application 
of the legal guardian of William Lynn Engles and Maureen Edna Engles, to issue 
patents in fee for certain described land on the Fort Peck Reservation in Montana 
They are minors of 17 and 14 years of age, respectively. Their mother, who js 
married to a non-Indian, is a registered nurse and of one-half degree Indian blood 
She has been appointed as their legal guardian by a Montana State district court 
The ability of their mother to manage her own affairs and those of her minor 
children is unquestionable. 

The parents advanced the funds for the acquisition of the land in question in 
1948 by restricted Indian deeds to these minor children. The land adjoins other 
land owned by the Engles family. The issuance of patents in fee for these lands 
will permit the legal guardian of these children to arrange for the inclusion of these 
lands in the unitization plan of an oil and gas lease which also includes land 
belonging to the parents and other fee-patent land in the area. 

The enact nent of legislation is necessary for the issuance of patents in fee to 
these minor children, as existing law does not authorize the issuance of patents in 
fee to minors. 

The Bureau of the Budget has advised that there is no objection to the submis- 
sion of this report to your committee, 

Sincerely yours, 
OrME LEWIs, 
Assistant Secretary of the Interior, 
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TO THE CONNECTICUT RIVER FLOOD CONTROL 
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97 Cc 
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LAW LIBRARY 


Mr. Martin, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany 8. 261] 


The Committee on Public Works, to whom was referred ‘the bill 
261) granting the consent and approval of Congress to the Con- 
necticut River flood-control compact, having considered the same, 
report favorably thereon with amendments and recommend that the 
bill, as amended, do pass. 
The amendments are as follows: On page 3, line 20, after the word 
“twenty-five’”’, insert ‘‘(25)’’; on page 10, line 20, strike out the words 
“Swift Water’, and insert “Swiftwater” in lieu thereof, 


PURPOSE OF THE BILL 


The bill would grant the consent and approval of Congress to the 
Connecticut River flood-control compact entered into between the 
States of Massachusetts, Connecticut, New Hampshire, and Vermont, 
creating the Connecticut River Valley Flcod Control Commission, 
and defining its powers and functions, relative to approval of flood- 
control projects constructed by the United States. 

The compact provides for reimbursement by downstream States 
receiving benefits from flood-control reservoirs to the political sub- 
divisions of the State in which a reservoir is located, for loss of taxes 
due to Federal ownership of reservoir lands, as well as for other eco- 
nomic losses and damages resulting from construction of dams and 
reservoirs, 

DISCUSSION 


The Connecticut River and its tributaries rises in New Hampshire 
and Vermont, and flows across the States of Massachusetts and Con- 
hecticut, where it empties into the Atlantic Ocean. The stream nas 
26006 
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been subject to severe floods, the principal damage centers being {hy 
large cities and industrial developments along its lower reaches 
Several improvements for flood control have been constructed by the 
Corps of Engineers in the Connecticut River Basin in accordance with 
various flood. -control acts. There is now in progress an investigation 
of the basin, in cooperation with the Governors of the affected States 
to determine the advisability of further improvement in the interest 
of flood control and related water uses, and to determine possible 
alternate locations for authorized projects which sites have not been 
approved by the States in which located. 

The compact will provide effective cooperation between the States 
named in matters relating to flood control and water-resources utiliza- 
tion in the Connecticut River Basin and have the effect of facilitating 
construction of many of the urgently needed flood-control projects 
It has been approved by the legislatures of the four signatory Siates, 
but cannot become operative until approved by the Congress. This 
bill does not make the United States a party to the compact, and no 
appropriation of Federal funds is required in carrying out its operations 
and functions. 

AUTHORITY 


Authority to enter into compacts of this nature is contained in th 
Flood Control Act of 1936, a portion of which reads as follows: 


Sec. 4. The consent of Congress is hereby given to any two or more States t 
enter into compacts or agreements in connection with any project or operatior 
authorized by this Act for flood control or the prevention of damage to life or 
property by reason of floods upon any stream or streams and their tributaries 
which lie in two or more such States, for the purpose of providing, in such manner 
and such proportion as may be agreed upon by such States and approved by th 
Secretary of War, funds for construction and maintenance, for the payment of 
damages, and for the purchase of rights-of-way, lands, and easements in connection 
with such project or operation. No such compact or agreement shall become 
effective without the further consent or ratification of Congress, except a compact 
or agreement which provides that all money to be expended pursuant thereto and 
all work to be performed thereunder shall be expended and performed by th 
Department of War, with the exception of such reasonable sums as may be 
reserved by the States entering into the compact or agreement for the purpose of 
collecting taxes and maintaining the necessary State organizations for carrying out 
the compact or agreement. 

The Flood Control Act of 1936 provided that local interest furnish 
lands, easements, and rights-of-way for reservoir projects, maintain 
and operate such projects after completion, and hold and save the 
United States free from damages due to the construction works 
Under the provision of section 4, the States of Massachusetts, Con- 
necticut, New Hampshire, and Vermont entered into a compact in 
1937 relative to the authorized projects in the Connecticut River 
Basin. That compact was never approved by Congress. The Flood 
Control Act of 1938 relieved local interests of the requirements of 
local cooperation with respect to reservoir projects. 

Public Resolution No. 104, approved June 8, 1936, provides: 
That the consent of the Congress of the United States is hereby given to th 
States of Maine, New York, New Hampshire, Vermont, Massachusetts, Rhod 
Island, Connecticut, Pennsylvania, West Virginia, Kentucky, Indiana, Illinois 
Tennessee, and Ohio, or any two or more of them, to negotiate and enter int 
agreements or compacts for conserving and regulating the flow, lessening flood 
damage, removing sources of pollution of the waters thereof, or making other 


public improvements on any rivers or streams whose drainage basins lie withi 
any two or more of the said States. 
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CONSENT TO CONNECTICUT RIVER FLOOD CONTROL COMPACT 3 


sec. 2. No such compact or agreement shall be binding or obligatory upon 

ny State a party thereto unless and until it has been approved by the legislatures 
f each of the States whose assent is contemplated by the terms of the compact 
or agreement and by the Congress. 

S. 261 was sponsored by all Senators from the four New England 
States concerned. Hearings were held on the bill at which testimony 
was received from Mr. Philip Shutler, commissioner, State Water 
Conservation Board of Vermont, representing all the signatory States, 
and from members of the congressional delegations of the States 
concerned, There was no opposition to the proposed legislation. 

Congressional approval of this bill would conform to established 
precedents authorizing the interested States to negotiate stream 
compacts. The committee strongly approve this method of approach, 
and recommend enactment of this legislation. 


ANALYSIS BY SECTIONS 


Preamble.—Outlines jurisdiction of the Federal Government over 
navigable streams, and cites authorization of projects by flood-control 
acts. Lists projects completed, agreements reached on location of 
reservoirs, and considerations necessary for a comprehensive plan or 
system. 

Article I.—States purpose of compact. 

Article II.—Creates the Connecticut River Valley Flood-Control 
Commission, composed of 12 members, and gives method of selection, 
compensation, organization, and proceedings. 

Article IIT.—Outlines powers and duties of the Commission. 

Article IV.—Lists authorized dam and reservoir projects to which 
signatory States have agreed to construction by the United States. 

Article V.—This article deals with the formula for reimbursement 
by downstream States receiving benefits from flood-control works, 
to upstream States for loss of taxes due to United States ownership of 
lands, and other economic losses. Massachusetts to reimburse New 
Hampshire and Vermont 50 percent each for loss due to reservoirs 
constructed, location approved, or any others. Connecticut to 
reimburse Massachusetts, New Hampshire, and Vermont 40 percent 
for losses due to similar reservoirs. Loss of taxes to political sub- 
divisions by Federal ownership of land to be determined by the Com- 
mission based on tax rate on assessed valuation prior to acquisition. 
Lump-sum settlement in lieu of annual payments provided. Losses 
and damages determined when notified by Chief of Engineers that 
work is about to start on a project, or it is to be altered for any purpose 
in addition to flood control. Provision for an arbitration board when 
Commission cannot agree. 

Article VI.—Protects the interest of the United States by providing 
that nothing in the compact is to be construed as a limitation upon 
the authority of the United States. 

Article VIT.—Lists amounts signatory States agree to appropriate 
for the annual expenses of the Commission. 

Article VIIT.—If any part of compact, held to be contrary to the 
Constitution of any signatory State or the United States, all other 
parts to continue in full force and effect. 

Article LX.—Compact to become operative and effective when rati- 
fied by the four States and approved by the Congress of the United 
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States. Notices to be exchanged between the Governors of each State 


and the President of the United States. 


Comments of the Bureau of the Budget, the Department of the 


Army, the Department of Agriculture, and the Department of Justi¢ 
on the bill are as follows: 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BupGeEt, 
Washington, D. C., March 10, 1953 
Hon. Epwarp MarrTIN, 
Chairman, Committee on Public Works, 
United States Senate. 


My Dear Mr. CaarrMan: This will acknowledge receipt of your letter dated 


February 4, 1953, requesting the views of this Office with respect to S. 261, a | 


granting the consent and approval of Congress to the Connecticut River flood. 


control compact. 

The compact which this bill would approve provides primarily for reimbur 
the States in which Federal reservoirs are located, by the downstream Stat 
receiving flood-control benefits, to compensate for loss of taxes on reservoir la 

As the bill does not involve the expenditure of funds by the United States, a 
as article VI of the compact provides that nothing in the compact is to be 


strued as a limitation upon the authority of the United States, this Office would 


have no objection to the enactment of this measure. 
Sincerely yours, 
EvMeR B. Staats, Assistant Dir 


Marcu 28, 1953 
Hon. Epwarp Martin, 
Chairman, Commitiee on Public Works, 
United States Senate. 

Dear Mr. CuoatrmMan: Reference is made to vour request for the views of t 
Department of the Army with respect to 8S. 261, 83d Congress, a bill erat 
the consent and approva! of Congress to the Connecticut River flood-co 
compact. 

The Department of the Army favors the above-mentioned bill. 

The purpose of the bill is to grant the consent and approval of Congress t 
Connecticut River flood-control compact entered into by the States of Connecti 
Massachusetts, New Hampshire, and Vermont. The compact provides for r 


bursement by downstream States receiving benefits from flood-control reservoirs 


to the State in which the reservoir is located for loss of taxes due to Fed 
ownership of reservoir lands, as well as for other economic losses and dama 
resulting from the project. It will have the effect of facilitating constructior 
some urgently needed flood-control projects. 


The Connecticut River and tributaries have been improved by the Corps oi 
Engineers in accordance with various flood-control acts, and there is now under- 


way an investigation of the Connecticut River Basin to determine the advisabilit 
of further improvement in the interest of flood control and allied purposes. | 
addition to this study, the New England-New York Inter-Agency Committ 
has in progress a survey of the resources of the New England-New York regio: 


Flood control and related water uses in the Connecticut River Basin will be 
considered in connection with that survey, which is being conducted in cooperatiot 


with the Governors of the affected States. 


The interests of the United States are protected by article VI of the compact 
which provides that nothing in the compact is to be construed as a limitation upo! 


the authority of the United States. 
The bill does not involve the expenditure of funds by the United States 
The Bureau of the Budget advises that there is no objection to the submissi 
of this report. 
Sincerely yours, 
Ropert T. STEVENS, 
Secretary of the Army 
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CONSENT TO CONNECTICUT RIVER FLOOD CONTROL COMPACT 9 


DEPARTMENT OF AGRICULTURE, 
Washington 25, D. C., April 8, 1953. 
Hon. EpwARD MARTIN, 
Chairman, Committee on Public Works, 
United States Senate. 

Dear SENATOR Martin: This is in reply to your letter of February 4, 1953, 
requesting a report by this Department on 8. 261, a bill granting the consent and 
approval of Congress to the Connecticut River flood-control compact. 

‘Section 1 of the bill gives consent and approval of the Congress to the Con- 

ticut River flood-control compact between the States of Massachusetts, Con- 

‘ut, New Hampshire, and Vermont and includes the wording of the compact 
nfull. Section 2 reserves the right to alter, amend, or repeal the act. 

Study of the provisions of the compact as included in the bill leads us to con- 

ide that, as drawn, it was not intended to apply to the flood-prevention program 

works for runoff and water-flow retardation, which include small upstream 

,iwater retarding structures, of this Department when carried out on the 

ershed. Based on this conclusion, we would have no objection to the passage 

ill S. 261. Werecommend, however, that the committee as part of the record 
1ake note of the programs of this Department as being beyond the understood 
ent and purview of the compact. 

The Bureau of the Budget advises that there is no objection to the submission 
f this report. 

Sincerely yours 
TruE D. Morse, Under Secretary. 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE Deputy ATTORNEY GENERAL, 
Washington, March 11, 1958. 


Hon. EpwARD MARTIN, 
Chairman, Committee on Public Works, 
United States Senate, Washington, D. C. 


Dear Senator: This is in response to your request for the views of the Depart- 


ment of Justice on the bill (S. 261) granting the consent and approval of Congress 
to the Connecticut River flood-control compact. 

The bill would give the consent and approval of Congress to a compact between 
the States of Massachusetts, Connecticut, New Hampshire, and Vermont, creating 
the Connecticut River Valley Flood Control Commission and defining its powers 
and functions. The purpose of the compact is to provide for the effective coopera- 
tion between the States named in accomplishing the object of flood control and 
water-resources utilization in the basin of the Connecticut River and tributaries 

The question of whether the bill should be enacted is regarded as one of policy 
concerning which this Department prefers to make no recommendation. 

The Bureau of the Budget has advised that there is no objection to the submis- 
sion of this report. 

Sincerely, 
WILuiAM P. RoGeErs, 
Deputy Attorney General. 
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FIRST INDEPENDENT OFFICES APPROPRIATION BILL, 
1954 


May 12, 1953.—Ordered to be printed 


\[r. SALTONSTALL, from the Committee on Appropriations, submitted 
the following 


> 7" ry 
REPOR' 
[To accompany H. R. 4663] 

The Committee on Appropriations, to whom wes referred the bill 
H. R. 4663) making appropriations for the Executive Office and 
sundry independent executive bureaus, boards, commissions, corpora- 
tions, agencies, and offices, for the fiscal year ending June 30, 1954, 
and for other purposes, report the same to the Senate with various 


amendments and present herewith information relative to the changes 
made. 


Amount of bill as passed House - .. $451, 020, 493 
{mount of increase by Senate (net)___- ; 6, 392, 386 
Amount of bill as reported to Senate _- 457, 412 », 879 
Amount of appropriations, 1953 sunédiusean | See 
Amount of regular and supplemental estimates, 1954__ 1, 172, 444, 190 
The bill as reported to the Senate: 
Under the estimates for 1954__ _ _- 715, 031, 311 
Under the appropriations for 1953_ 536, 123, 964 


SUMMARY 


The bill as it passed the House provided for a total appropriation 
of $451,020,493. This was a reduction of $721,423,697 from the 
estimates considered bv the House, including $6,000,000 in House 
Document No. 62 for the buildings management fund of General 
Services, of $1,172,444,190. 
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The Senate recommends increases totaling $16,718,766 and red, 
tions of $10,326,380, for a net increase over the House of $6,392,389, 

The bill as reported to the Senate provides for a total appropriati ion 
of $457,412,879, or a reduction of $715,031,311 from the estimates of 
$1,172,444,190. 

Administrative expense limitations are also provided in the }jl] 
for the corporations under the Housing and Home Finance Agency 
The Senate recommends a total of $24,695,000, which is $6,735.16 
over the House allowance and is $3,415,000 under the estimates. 

Deferred until a second bill are budget estimates totaling 
$6,455,758,664 for the Atomic Energy Commission, Selective Servic; 
System, Tennessee Valley Authority, and Veterans’ Administratio; 


LIMITATIONS ON TRAVEL FUNDS 


The estimates for travel funds in the bill, including the corporatio: 
authorizations, amount to $5,988,344. The House has inse rted 
limitations in the bill on the amounts available for expenses of travel 
for all purposes, including the corporations, amounting to a total 
of $4,039,890. The committee recommends increasing these limita- 
tions to a total amount of $5,238,796, and deleting the limitation fo 
the Home Loan Bank Board. 

The following tabulation shows the 1953 allowance, the estimate fo; 
1954, the House limitation and the Senate recommendation: 


| 
| 
Estimate, 
1954 


House 
limitation, 
| 1954 


Executive Office of the President: Bureau of the Budget 56, 72, 000 000 | 
American Battle Monuments Commission | 
Salaries and expenses 587 12, 000 , 000 
Construction of memorials and cemeteries . 39, 288 | 41, 276 | 520 
Civil Service Commission . ; 79, 25 575, 000 38: 
Federal Communications Commission ) 110, 000 : 
Federal Power Commission. - 204, 260, 000 3, 335 | 
Federal Trade Commission ; 33, 03! 295, 835 53, 035 
General Services Administration: | 
Public Buildings Service , F 77, 335 , 800 | 41, 200 
Emergency operating expenses 24, 3 34, 300 | 22, 865 | 
Repair, improvement, and equipment 12, 0: 200, 000 33, 400 
Remodeling post office, Chicago , 200 800 
Federal Supply Service _. sens 6 , 800 79, 865 
Expenses, general supply fund _- 33, § 211, 300 , 700 
National Archives ¢ ma Records Service 3, 3 36, 900 , 600 
Administrative operations 97,385 | 32, 900 | 8, 600 
Strategic and critical materials 50, 425 , 550 | 3, 000 
Housing and Home Finance Agency: 
Administrator... 237, 5 263, 700 75, 800 
Corporations (administrative expenses) | 
Federal National Mortgage Association. -- 5, 65 3, 620 95, 750 
Housing loan programs . 6 39, 500 26, 330 
Home Loan Bank Board 22, £ | 30, 000 20, 000 
Federal Savings and Loan Insurance Corpora- | | 
tion 4,150 | 5, 500 , 370 
Federal Housing Administration 5 96, 500 | 31, 000 
Public Housing Administration 5, | | 1,028,000 585, 300 
Indian Claims Commission . __- ’ 270 2, 845 
Interstate Commerce Commission: | 
General expenses blaine ; 230, 65 318, 969 , 645 
Railroad safety : ; : i 98, 550 | 33, 050 
Locomotive inspection on ee 2, 620 3,120 | 112, 620 
National Advisory Committee, Aeronauties 327, 325, 000 216, 700 
National Capital Planning Commission: Salaries and | 
@XPenses . . . . cal ene 26 8, 359 , 260 
Nationa! Science ‘Foundation. . . é | 7, 000 , 000 
Renegotiation Board. . ; = 5, 358, 000 238, 700 
Securities and Exchange Commission... : i, 28 56, 250 ,170 
Smithsonian Institution. f ingee feopbanwnescapees , 225 , 225 5, 825 
National Gallery of Art. nach wasuaeece ; 2, 400 | , 600 
Subversive Activities Control Board. ......- j 5, 500 | 5, 000 10, 000 
Yuriff Commission = . 3, 50 | , 000 11. 335 
‘Vax Court of the United State sti i 30, , 000 | 40, 000 
War Claims Commission 2 25 7, 520 | 5, 000 


Total, travel limitations , 468, 7: 5, 988, 344 | 4,039, 890 
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FIRST INDEPENDENT OFFICES APPROPRIATION BILL, 1954 


INCREASES AND LIMITATIONS 


The changes recommended by the committee in the amounts of 
the House bill are as follows: 


Civ SERVICE COMMISSION: 
Salaries and expenses -________-_- Lastinnanikia $935, 677 


The increase recommended by the committee is to pro- 
vide a total of $17,000,000, which is $3,300,000 below the 
budget estimate. In this amount is $25,000 for trans- 
ferring the Federal Personnel Council to the Office of 
the Executive Director, as provided by the House in 
abolishing the Council as a separate entity. 

The committee believes the increase recommended is 
fully justified, since the committee was advised that the 
Commission needed additional funds to properly admin- 
ister such programs as postmaster examinations, filling 
of regular vacancies in the postal service through perma- 
nent appointments, displaced career employee placements, 
investigations of nonadherence to qualifications stand- 
ards, better coverage of the audit of classification actions 
and evaluation of the personnel actions taken by the var- 
ious agencies of the Government. 


Payment to the civil-service retirement and disa- 
bility fund: 


The committee wes advised that the new Chairman 
of the Commission was agreeable to a deferment of 
appropriations to the retirement fund in view of the 
study now being made of the overall retirement pro- 
gram of the Government, since there is sufficient in 
the fund to pay the normal cost of disbursements from 
the fund in 1954. In agreeing with the House action 
in eliminating payments to the fund for normal cost 
and for interest, the committee points out that such 
elimination is merely a deferral of payment until the 
proper amount may be determined. The results of 
the overall study of retirement programs are expected 
by the end of the present calendar year. 

In this connection, the amount in the bill for in- 
creased annuities under Public Law 555 of July 16, 
1952, of $31,397,000 is sufficient to pay such annuities 
for 1954. The balance of the estimate of $58,987,000, 
or $27,590,000, was intended to pay to the fund the 
amount used for 1953, and is also deferred until the 
proper amount of payments to the fund may be deter- 
mined. 


FepERAL COMMUNICATIONS COMMISSION: 


In agreeing to the amount of $7,100,000 provided by the 
House, the committee does not agree with allocating lesser 
amounts to other functions of the Commission in order to 
provide increased amounts for TV broadcast and for safety 
and special radio services, and earmarking such funds in the 
bill. 

The amount provided is for the following: 

Personal services: 
Common carrier i ; $758, 351 
Applied technical research and fre- 
quency allocation i 360, 000 
Field engineering and monitoring _ 2,002, 349 
Safety and special radio services ___-- 596, 000 
TV broadcast ; ae 718, 496 
Other broadcast 776, 504 
Executive, staff, and service , 210, 000 
Other objects, less reimbursements 678, 300 


Total amount provided , 100, 000 





FIRST INDEPENDENT OFFICES APPROPRIATION BILL, 


INCREASES AND Limrrations—Continued 


FepERAL CoMMUNICATIONS ComMiIss1on—Continued 


For television broadeast, the amount of $718,496 would 
provide personal services for 17 teams, each consisting of a 
hearing examiner, an attorney, an engineer, an accountant, 
a@ secretary, a stenographer, and a clerk, which would be an 
increase of 7 teams over those for 1953. 

In this connection, the committee is of the opinion that 
the additional teams that may be provided should not 
create a large permanent staff on such work in the Com- 
mission, and accordingly directs that, so far as practicable, 
recruitments of additional personnel be on a temporary 
basis of employment. 

The committee is advised that the 17 TV teams provided 
under normal allocation of the $7,100,000 can process the 
applications as fast as the procedures of the Commission will 
allow the cases to be decided. It is not the intention of the 
committee, however, to delay the TV allocations in any 
manner, and if the Commission can adjust procedures or in 
any other way demonstrate their ability to process the appli- 
cations to a decision in shorter time, the committee is agree- 
able to the consideration of an additional amount in a supple- 
mental bill. 

Accordingly, the committee recommends that the following 
proviso be stricken from the bill: 

, of which not less than $935,000 shall be available for 
personal services necessary for application processing and 
hearing in connection with the issuance and renewal of 
television licenses, and not less than $809,271 shall be 
available for personal services necessary for application 
processing and hearings in connection with the issuance 
of licenses in the safety and special radio services 

The committee also recommends that the limitation on the 
amount for lands and structures be increased from $3,000 to 
$13,000. 

The committee also recommends that the following be 
added to the bill: 

purchase of not to exceed sixteen passenger motor vehicles, 
for replacement only, 


GENERAL SERVICES ADMINISTRATION: 


Public Buildings Service, operating expenses $5, 923, 931 


The increase recommended by the committee will 
provide a total of $104,750,000, which is $16,250,000 
less than the budget estimate of $121,000,000. 
The committee is advised that $3,394,450 of the 
increase over 1953 is for space previously reimbursed 
for management from funds appropriated to other 
agencies, which funds have been deducted from the HousIN 
1954 estimates for such other agencies. The commit- 
tee is also advised that $1,120,000 of the increase over Offi 
1953 is for costs due to advances in rentel and utility 
rates. These are the main items intended to be pro- 
vided for by the amount restored. 
In this connection, the committee agrees with the 
statement in the House report that the Government will 
not only obtain more economical, but better service by 
retaining competitively independent architects for the 
design and construction of all public buildings, with only 
a minimum supervisory architectural staff to be main- 
tained in the buildings design and supervision service. 
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INCREASES AND LimITATIONS—Continued 


GENERAL SERVICES ADMINISTRATION—Continued 
Administrative operations -__ __- ryt 


The increase recommended by the committee is to 
provide a total of $4,200,000, which is $1,100,000 below 
the budget estimate. 

The committee is advised that the Federal Govern- 
ment is completely without an inventory of its real 
property holdings, that each agency usually keeps track 
only of its own acquisitions and knows nothing of suit- 
able acquisitions that may already be available in other 
agencies of the Government. Properly prepared and 
kept current, such an inventory could be of real value in 
effecting economies in acquisitions where land or space 
may be available from other agencies, and could be help- 
ful in many other ways in the complex operations of the 
Federal Government. 

Therefore, within the funds available to them, the 
committee requests the General Services Administration 
to begin the work of compiling such an inventory of Fed- 
eral real estate and requests the General Accounting 
Office to work out and put into operation the necessary 
accounting and reporting procedures to keep such inven- 
tory current, 

Strategic and critical materials: 

The committee is advised that, due to diversion to 
industry of materials contracted for from stockpile funds, 
price decreases, short deliveries, and changes in author- 
ized purchase programs and objectives, the unobligated 
balance in April of $459 million would allow an amount 
of $376 million to be available on June 30, 1953. In 
view of these conditions, the committee agrees with the 
House in providing no funds in the bill for 1954, and also 
providing for contract obligations from the unexpended 
balance. 

Typewriter purchase limitation: 

The committee recommends that the words ‘State 
governments”’ be deleted from the definition of most 
favored customer on which the 90 percent limitation as 
to price is based for the purchase of typewriters by Gov- 
ernment agencies. The committee is advised that the 
inclusion of such words would give to State governments 
a greater advantage in price than is enjoyed by the 
Federal Government, because of the payment of excise 
taxes. 


Total increases, General Services Administra- 
est 26 ost. omer nnberiekit mianeeiens ciated _ _5, 983, 180 


HousiInG AND Home FINANCE AGENCY: 
Office of the Administrator _ _ _- sco 742, 900 


The increase recommended by the committee is to 
provide a total of $3,330,000, which is $1,200,000 below 
the budget estimate of $4,550,000. The amount 
provided is for the following: 

Agencywide program coordination and 
supervision _ _ - . so8 Sui 52S. 0, See 
Slum clearance and urban redevelop- 
ment Katie nckions ; 1, 985, 000 
Housing research _ x erie 0 
Liquidation of public works advance 
planning fips tee a 195, 000 
Programing of defense housing and 
community facilities. —__—- ~~ - 221, 000 


Total amount provided___-- 3, 330, 000 
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INCREASES AND Limirations—Continued 


HovusinG AND HomE Finance AGENcY—Continued 


The committee also recommends that the following 
provisos be stricken from the bill: 

Provided further, That not to exceed $40,000 of this 
appropriation shall be available for a reorganization 
survey of the Housing and Home Finance Agency 
in cooperation with the President’s Advisory 
Committee on Government Organization 

Provided further, That the Administrator’s general 
supervision and coordination responsibilities under 
Reorganization Plan Numbered 3 of 1947 shall 
carry full authority to assign and reassign func- 
tions, to reorganize and to make whatever changes, 
including the reallocation and transfer of adminis- 
trative expense funds and authority where appli- 
cable, necessary to promote economy and efficiency 
in the operations of the Housing and Home Finance 
Agency 

Provided further, That the Administrator shall not 
expend more than $21,000,000 during the fiscal year 
1954 on loans to educational institutions not com- 
mitted as of June 30, 1953 

Defense Community Facilities and Services: 

The committee recommends that the limitation on 
the amount available from unobligated balances for 
administrative expenses in connection with con- 
struction of facilities be increased from $112,500 to 
$115,000. 

Capital grants for slum clearance and urban redevelop- 
ment: 

The committee recommends that the following 
provisos be stricken from the bill: 

Provided, That before approving any local 
slum clearance program under title I of the 
Housing Act of 1949, the Administrator shall 
give consideration to the efforts of the locality 
to enforce local codes and regulations relating 
to adequate standards of health, sanitation, 
and safety for dwellings and to the feasibility 
of achieving slum clearance objectives through 
rehabilitation of existing dwellings and areas 

Provided further, That the authority under 
title I of the National Housing Act shall be used 
to the utmost in connection with slum rehabili- 
tation needs 

Provided further, That section 110, subsection 
(e) of the Housing Act of 1949 is hereby 
amended to read: ‘‘Gross project cost’”’ shall 
comprise (1) the amount of the expenditures by 
the local public agency with respect to any and 
all undertakings necessary to carry out the 
project (including the payment of carrying 
charges, but not beyond the point where the 
project is completed, and excluding expendi- 
tures for parks, playgrounds, public buildings, 
or similar facilities), and (2) the amount of such 
local grants-in-aid as are described in clause (2) 
of section 110 (d) hereof 

Prsiic Hovsinc ADMINISTRATION: 
Administrative expenses 
The increase recommended by the committee is to 
provide a total amount of $9,000,000, which is $2,300,000 
below the budget estimate of $11,300,000. The increase 
is in line with the restoration of the authorization for 


commencement of housing units, although not in relation 
to the number of such units authorized. 


1954 


$4, 052, 0 
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INCREASES AND Limrrat1ons—Continued 


Prsuic Housinc ADMINISTRATION—Continued 


\nnual contributions: 


In agreeing to the House amount of $32,500,000 for 
contract payments, which is $7,200,000 below the 
budget estimate, the committee also agrees that addi- 
tional funds for such contract payments will be provided 
if, at a later date, the need for them can be justified. 

The committee recommends that the following pro- 
viso be stricken from the bill: 

Provided further, That no housing shall be author- 
ized by the Public Housing Administration, or, if 
under construction, continue to be constructed, in 
any community where the people of that com- 
munity, by their duly elected representatives, or 
by referendum, or by any other legal method, have 
indicated they do not want it, and such community 
shall negotiate with the Federal Government the 
repayment to the Government, only such money 
expended prior to the vote or other formal action 
whereby the community rejected such housing 
projects 
that the following be inserted in lieu thereof: 

Provided further, That, in any case where the Public 
Housing Administration (after the approvals on the 
part of the governing body of the community required 
by law) has entered into a financial assistance contract 
with a local housing authority covering a low-rent hous- 
ing project to be constructed in such community and 
the people of that community, by vote of their duly 
elected representatives, or by referendum, have there- 
after indicated that they do not want such low-rent 
housing project constructed, then, in such case the 
Public Housing Administration, for a period (which 
shall not again be granted in connection with such 
low-rent housing project) of 180 days after the date 
of such vote or referendum, or the effective date of this 
Act, whichever is the later date, or such longer period 
as the Housing and Home Finance Administrator, in 
his discretion, may grant, shall not (unless requested 
by the governing body of the locality to do so) authorize 
the award of any contract for the construction of such 
low-rent housing project, or advance any further funds 
for such low-rent housing project, and, during such 
period, the local community shall negotiate with the 
Public Housing Administration for the liquidation of 
such financial assistance contract and, if during such 
period the local community enters into a valid and 
binding contract with the Public Housing Adminis- 
tration for the repayment to it by the community of a 
stated amount representing moneys advanced or guar- 
anteed by it under such financial assistance contract, 
and for the payment of any additional sums which 
the local housing authority or the Public Housing 
Administration would be obligated or liable to pay to 
secure releases from obligations theretofore incurred 
under such financial assistance contract, the Public 
Housing Administration shall cancel its financial 
assistonce contract in respect to such low-rent Lousing 
project 

The committee also recommends that the following 
proviso be stricken from the bill: 

: Provided further, That the limitation in clause (2 

of the third proviso under this head in title I of the 





FIRST INDEPENDENT OFFICES APPROPRIATION BILL, 


INCREASES AND Limirations—Continued 


Pusiic Hovsinc ApMINISTRATION—Continued [NTERS 


Independent Offices Appropriation Act, 1953, is 

amended to read as follows: ‘‘(2) after the date of 

approval of this Act, enter into any agreement, con- 

tract, or other arrangement which will bind the 

Public Housing Administration with respect to 

loans, annual contributions, or authorizations for 

commencement of construction, for any dwelling 

units or projects” ; 

that the following be inserted in lieu thereof: NATION 
: Provided further, That notwithstanding the provisions Sal 
of the United States Housing Act of 1937, as amended, oa 
the Public Housing Administration shall not, with 
respect to projects initiated after March 1, 1949, (1) 
authorize during the fiscal year 1954 the commence- 
ment of construction of in excess of thirty-five 
thousand dwelling units or (2) after the date of ap- 
proval of this Act, enter into any agreement, contract, 
or other arrangement which will bind the Public 
Housing Administration with respect to loans, annual 
contributions, or authorizations for commencement of 
construction, for dwelling units aggregating in excess 
of thirty-five thousand to be authorized for commence- 
ment of construction during any one fiscal year sub- 
sequent to the fiscal year 1954, unless a greater number 
of units is hereafter authorized by the Congress 


The committee is of the opinion that the low-rent 
housing program should be carefully examined by the 
present administration in order to determine its recom- 
mendations in connection therewith for fiscal year 1935. 


Total increases, Housing and Home 
Finance Agency __- 


INp,AN CLAims CoMMIssION___- Ieee 6, OI 


The increase recommended by the committee is to pro- 
vide a total of $117,020, which is $22,980 below the budget 
estimate of $140,000. 


INTERSTATE COMMERCE CoMMISSION: 


Cheneral GMINA... wn ce nanan 


The increase recommended by the committee is to 
provide a total of $9,665,000, which is $735,000 below 
the budget estimate of $10,400,000. 

The committee disagrees with the House recommen- 
dation for discontinuance of the safety and field work 
of the Bureau of Motor Carriers, with denial of funds 
amounting to $1,793,157 for such work and allocating 
that amount to other work of the Commission. The 
committee is advised that the upward trend of fatalities 
and injuries on the highways of the Nation requires more, 
instead of less, activity on the part of this Bureau in the 
formulation of regulations for the safe transportation of 
explosives and other dangerous articles and regulations 
governing qualifications and maximum hours of service 
of drivers, as well as safety of operation and standards 
of equipment on motor vehicles. 

The committee believes that better organization and 
resulting economies can be effected in the work of the 
Commission through adoption of many of the recom- 
mendations of the report of the Wolf Management En- 
gineering Co. submitted last Deeember, and to this end 





FIRST INDEPENDENT OFFICES APPROPRIATION BILL, 1954 


INCREASES AND LiuwrratTions—Continued 


[nTERSTATE CommMERCE Commiss1on—Continued 


directs the appointment of a managing director and the 
delegation to him of the management functions of the 
several commissioners. 
The committee also recommends that the following 
be added to the bill: 
purchase of not to exceed nine passenger motor vehicles, 
for replacement only, 


NaTIONAL CapiITaL PLANNING COMMISSION: 
Salaries and expenses - -_- $57, 085 


The increase recommended by the committee is to 
provide a total of $155,000, which is $20,000 below the 
budget estimate of $175,000. This increase is in line 
with the restoration of funds for acquisition. 


Land acquisition, National Capital park, parkway, 
and playground system atic teeta 365, 000 


The increase recommended by the committee is to 
provide that amount for acquisition of land, for which 
the House allowed nothing. The amount provided is 
$885,000 below the budget estimate of $1,250,000. 
The funds are provided to implement the Capper- 
Cramton Act; $100,000 is for acquisition of land in 
Fairfax County, Va., to extend the George Washington 
Memorial Highway; and $265,000 is for acquisition of 
three parcels of land in Montgomery County, Md., 
totaling 439 acres and three parcels of land in Prince 
Georges County, Md., totaling 1,008 acres. 
The committee recommends that the following be 
stricken from the bill: 
of unexpended funds available for land acquisition 
purposes a total of not exceeding $19,680 may be 
used during the current fiscal year for necessary 
expenses of the Commission (other than payments 
for land) in connection with land acquisition 

and that the following be inserted in lieu thereof: 

For necessary expenses for the National Capital 
Planning Commission in connection with the acquisi- 
tion of land for the park, parkway, and playground 
system of the National Capital, as authorized by the 
Act of May 29, 1930 (46 Stat. 482), as amended, 
$365,000, to remain available until expended, $100,000 
of said sum to be used for carrying out the provisions 
of section 1 (a) of said Act and $265,000 for carrying 
out the provisions of section 1 (b) of said Act: Provided, 
That not exceeding $24,940 of the funds available for 
land acquisition purposes shall be used during the 
current fiscal year for necessary expenses of the Com- 
mission (other than payments for land) in connection 
with land acquisition. 


Total increase, National Capital Plan- 
ning Commission 422, 085 


8. Rept. 237, 83-1——2 
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INCREASES AND LiImMiItTaTIONS—Continued 


NATIONAL ScIENCE FOUNDATION 


The increase recommended by the committee is to provide 
a total of $10,000,000, which is $5,000,000 below the budget 
estimate. 

The amount provided is for the following: 

Research policy development, and services: 
Development of national science policy - $500, 000 
Dissemination of scientific information_ 175, 000 
Maintenance of information on scien- 

tific personnel 125, 000 

Research support: 

Biological and medical sciences__.._._._. 3, 092, 000 
Mathematical, physical and engineer- 
ing sciences_ _-_-_ .... 3 092, 000 

Training of scientific manpower: 

Graduate fellowships_......_........ 1, 866, 000 
Research education in the sciences_- _- 100, 000 
Operating costs............-- ww ctelucc, 1,000, 680 


Total amount provided______.__.....--- 10, 000, 000 
RENEGOTIATION Boarp: 


In agreeing with the amount allowed by the House of 
$5,192,800, which is $3,307,200 below the budget estimate, 
the committee desires to commend the Board for its activity 
and efficiency of operation. The committee believes that if 
the funds provided for this first full-scale year of operation 
do not prove sufficient, they should request and justify 
additional funds when required. 


SMITHSONIAN INSTITUTION 


The increase recommended by the committee is to pro- 
vide a total of $3,000,000, which is $525,000 below the 
budget estimate of $3,525,000. 

The amount provided is for the following: 
Management__-_- a ae $61, 787 
U.S. National Museum__-__-_ 1, 127, 063 
Bureau of American Ethnology__---_- 59, 120 
Astrophysical Observatory-__-_-—- : ; 113, 942 
National Collection of Fine Arts_-- "7 12, 715 
National Air Museum i is 146, 107 
Canal Zone biological area_______- ae 7, 000 
International Exchange Service________ " 91, 316 
Maintenance and operation of buildings.__. 1, 054, 841 
Other general services_-_------ ree ack 296, 109 


Total amount provided 3, 000, 000 


War Criaims ComMIssION: 


The committee recommends that the limitation on the 
amount to be derived from the war claims fund for adminis- 
trative expenses be increased from $750,000 to $850,000, 
which is $50,000 below the budget estimate of $900,000. 


1954 


$4, 275, 600 


102, 500 
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TITLE I—CORPORATIONS 


HousING AND HomE Finance AGENCY: 


Federal National Mortgage Association: 

The committee recommends that the limitation on the 
amount available for administrative expenses be in- 
creased from $2,300,000 to $4,200,000, which is $400,000 
below the budget estimate of $4,600,000. 

Office of the Administrator (housing loan programs): 

The committee recommends that the limitation on the 
amount available for administrative expenses be in- 
creased from $411,250 to $640,000, which is $140,000 be- 
low the budget estimate. The restoration is to provide 
the budget estimate of $450,000 for loans to educational 
institutions, and to provide a total of $126,250 for loans 
for prefabricated housing. 

Expenses, liquidation of Home Owners’ Loan Corporation: 

The committee agrees with the House allowance of 
$10,000 of unobligated funds for expenses of such liquida- 
tion, and requests the Agency to endeavor to fully 
consummate the liquidation by October 31, 1953, the 
date for which the funds are made available, without 
recourse to the Home Loan Bank Board for further 
liquidation. 

Federal Housing Administration: 

The committee recommends that the limitation on 
the amount available for administrative expenses be 
increased from $5,045,590 to $5,600,000, which is 
$300,000 below the budget estimate of $5,900,000. 

The committee also recommends that the amount of 
the limitation for the purchase of periodicals and news- 
papers be increased from $500 to $1,500. 

The committee also recommends that the limitation 
on the amount of nonadministrative expenses be re- 
duced from $27,500,000 to $25,000,000. The redue- 
tion is to be applied to expenses of field offices. 

The committee also recommends that the following be 
stricken from the bill: 

Provided further, That the position of Assistant 
Commissioner, established pursuant to section 213 
(f) of the National Housing Act, as amended, is no 
longer authorized 
Public Housing Administration: 

The committee recommends that the limitation on 
the amount available for administrative expenses be in- 
creased from $8,973,000 to $13,025,000, which is 
$2,575,000 below the budget estimate of $15,600,000. 
The amount provided includes the appropriation of 
$9,000,000 and authorization to use receipts of $4,025,000. 

The committee also recommends that the following 
be stricken from the bill: 

: Provided further, That during the fiscal year 1954 
the Commissioner shall make every effort to refund 
all local bonds held by the Public Housing Adminis- 
tration under the United States Housing Act of 
1937, as amended 


Total increases $16, 718, 766 
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DECREASES 


EXxeEcuTIvE OFFICE OF THE PRESIDENT: 
Emergency Fund for the President (national de- 


$200, 000 


The decrease recommended by the committee will 
provide a total appropriation of $300,000. The com- 
mittee is advised that the unobligated balance, which is 
reappropriated in the bill, will amount to about $400,000. 
So that about $700,000 will be available in the fund, 
which is $300,000 below the budget estimate of 
$1,000,000. 


AMERICAN BatrLE MonuMENTS CoMmMISSION: 
Construction of memorials and cemeteries 5, 000, 000 


The committee was advised that the Commission 
will receive by July 1 $1,000,000 remaining of the for- 
eign currencies or credits authorized for 1953. The 
committee recommends that $4,000,000 be provided 
in 1954 from foreign currencies or credits. 

Accordingly, the committee recommends a reduction 
of $5,000,000 in the appropriation for 1954, to provide 
a total of $4,500,000. 

The committee also recommends that the following 
be added to the bill: 

and, in addition, the Commission is authorized to 
utilize for carrying out the purposes of this appropria- 
tion, without dollar reimbursement from this or any 
other appropriation, foreign currencies or credits 
owed to or owned by the Treasury of the United States 
in an amount not exceeding $4,000,000, and the Secre- 
tary of the Treasury is directed to make such foreign 
currencies or credits available to the Commission in 
the amount stated, to remain available until expended: mn 
Provided, That foreign currencies available to the Total 
credit of the Treasury shall be used to defray expenses Less d 
incurred for this purpose wherever practicable 


FreperRAL TRADE CoMMISSION- ---.----.------------- 125, 000 
The decrease recommended by the committee will provide 
a total of $4,053,800, which is $1,446,200 below the budget 
estimate of $5,500,000. 
GENERAL SERVICES ADMINISTRATION: 
Emergency operating expenses 2, 668, 250 
The decrease recommended by the committee will 


provide $20,000,000, which is $8,180,000 below the 
budget estimate of $28,180,000. 


National Archives and Records Service, operating 
expenses 100, 000 


The decrease recommended by the committee will 
provide a total of $5,525,000, which is $725,000 below 
the budget estimate of $6,250,000. 

The committee also recommends that the amount to 
remain available until expended for nitrate film con- 
version be reduced from $200,000 to $100,000. 


Amou 
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\yrTIoNAL ADVISORY COMMITTEE FOR AERONAUTICS: 
Salaries and expenses. -__ - ae $1. 988. 050 


The decrease recommended by the committee will 
provide a total of $51,000,000, which is $7,830,000 below 
the budget estimate of $58,830,000. 

The committee agrees with the recommendation in the 
House report that the agency should arrange to consult 
with the General Accounting Office, in furtherance of the 
report on expenditure analysis prepared by them, regard- 
ing suggested improvements with a view to making such 
necessary changes and improvements as will result in 
economies in their operations. The committee also is of 
the opinion that there is definite need for greater inter- 
relation with the research operations of the Department 
of Defense. The committee believes that economies re- 
sulting from implementing these recommendations would 
result in substantial savings, so that the agency will have 
sufficient funds for their required operations within the 
amount provided. 

Also, the committee requests the General Accounting 
Office to make a study of the operation of wind tunnels 
by various Government agencies, with a view to recom- 
mending a plan for centralized use of such huge facilities 
to the end that economies may be effected in the use of 
power as well as personnel. 


SECURITIES AND EXCHANGE COMMISSION _______- i 245, 080 


The decrease recommended by the committee will provide 
a total of $5,000,000, which is $1,000,000 below the budget 
estimate of $6,000,000. 


Total decreases 10, 326, 380 


Total increases 16,.718, 766 
Less decreases _ _ 10, 326, 380 

Net increase 6, 392, 386 
Amount of bill as reported to the Senate —___- 457, 412, 879 


REDUCTIONS IN APPROPRIATIONS 
(Available from amounts heretofore appropriated) 


GENERAL SERVICES ADMINISTRATION: 


Construction of publie buildings _— _ $160, 000 
Geophysical Institute, Alaska 49, 000 
Acquisition of additional land in the District of 

Columbia 


1, 075, 000 
ascii $1, 284, 000 

Housinc AND Home FINANCE AGENCY: 
Defense housing. _____- I gs: 17, 500, 000 
Alaska housing a oo a -seckew “a Gpeveue 
Advance planning of non-Federal public works 4, 600, 000 
—-- 27, 100, 000 


Total rescissions - 28, 384. 000 
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Calendar No. 240 


43p CONGRESS SENATE REPORT 
Ist Session No. 238 


INCORPORATING NATIONAL SERVICE STAR LEGION 
UNTV. OF MICH. 

May 12, 1953.—Ordered to be print hAY 2 7 1953 
ita, LAW LIBRARY 


Mr. Burier of Maryland, from the Committee on the Judiciary, 
submitted the following 


REPORT 


[To accompany S. 360] 


The Committee on the Judiciary, to which was referred the bill 

360), to incorporate National Service Star Legion, having con- 

sidered the same, reports favorably thereon, with an amendment, 
and recommends that the bill do pass. 


AMENDMENT 


On page 11, beginning on line 4, strike all down through the period 
of line 23 and insert in lieu thereof the followi ing: 


Sec. 17. (a) The financial transactions shall be audited annually by an inde- 
pendent certified public accountant in accordance with the principles and pro- 
cedures applicable to commercial corporate transactions. The audit shall be 
conducted at the place or places where the accounts of the corporation are nor- 
mally kept. All books, accounts, financial records, reports, files, and all other 
papers, things, or property belonging to or in use by the corporation and necessary 
to facilitate the audit shall be made available to the person or persons conducting 
the audit; and full facilities for verifying transactions with the balances or securi- 
ties held by depositors, fiscal agents, and custodians shall be afforded to such 
person or persons. 

(b) A report of such audit shall be made by the corporation to the Congress 
not later than January 15 of each vear. The report shall set forth the scope of 
the audit and shall include a verification by the person or persons conducting the 
audit of statements of (1) assets and liabilities, (2) capital and surplus or deficit, 
3) surplus or deficit analysis, (4) income and expense, and (5) sources and 
application of funds. 


The purpose of the proposed amendment is to remove the objection 
of the General Accounting Office to the bill by deleting language 
which would make the auditing obligation a function of “that ‘office 
and substituting a provision for a private audit. 





INCORPORATING NATIONAL SERVICE STAR LEGION 


PURPOSE 


The purpose of the proposed legislation, as amended, is to provide 
for the incorporation of the National Service Star Legion. 


STATEMENT 


The National Service Star Legion is an organization of women 
consisting of the mothers, wives, daughters, sisters, grandmothers, step. 
mothers, foster-mothers, and blood relatives of the first generation 
only of men and women who served with the Armed Forces of the 
United States and her allies during hostilities after April 6, 1917, 
This group had its beginning in World War I and was incorporated 
as the National Service Star Legion in 1920. It has been working 
diligently to promote the welfare of veterans of both World Wars, 
One of its members is now a Commissioner on the American Battle 
Monuments Commission. 

The National Service Star Legion maintains that it should be 
granted a Federal charter not only because of its past achievements 
but also because a Federal charter is needed to continue its work, 
Senator Butler of Maryland, who, prior to his service in the Senate, 
was counsel for the National Service Star Legion, testified at a hear- 
ing on this bill. It was his statement that the organizational diffi. 
culties which this group has encountered are such that only a Federal 
charter can overcome them. 

In view of the many years of worthwhile service which this organ. 
ization has rendered to the welfare of the citizens of this country, 
particularly to its veterans, and in view of the need of the organiza- 
tion for a Federal charter to continue its service, the committee feels 
that a Federal charter should be granted to this organization and it 
so recommends. 
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Calendar No. 239 


83p CONGRESS SENATE REpPorT 
Ist Sesston No. 239 


NATIONAL CONFERENCE ON Cri AR YS AP MICH 
MAY 27 1£53 
May 12, 1953.—Ordered to be printed AW I IBRARY 


Mr. Butter of Maryland, from the Committee on the Judiciary, 
submitted the following 


REPORT 


[To accompany 8. 677] 


The Committee on the Judiciary, to which was referred the bill 
(S. 677) to incorporate the National Conference on Citizenship, and 
for other purposes, having considered the same, reports favorably 
thereon, without amendment, and recommends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to provide for the incor- 
poration of the National Conference on Citizenship. 


STATEMENT 


In the 82d Congress an identical bill, S. 3303, passed the Senate 
July 3, 1952. 

In 1946, a small group of men and women met at Philadelphia to 
hold a conference on citizenship. Since that first meeting in 1946, 
representatives of over 1,000 public and private organizations and 
agencies have participated in what has become known as the National 
Conference on Citizenship. These agencies and organizations touch 
nearly every wholesome activity of American life and reach almost 
the entire population of the United States. 

The National Conference on Citizenship was not the idea of one 
individual or the product of one organization. The National Education 
Association and the Department of Justice have provided the auspices 
under which the delegates from hundreds of public and private 
organizations may come together to pool their thinking for “the 
development of a more active, alert, enlightened, conscientious and 





2 NATIONAL CONFERENCE ON CITIZENSHIP 


progressive citizenry in our country’. However, representatives of 
each of these agencies have often ae that the conference is not g 
single-agency affair or even a two-agency affair. The strength of the 
conference comes from the combined strength of all the agene ies 
represented in its makeup. Organization and group participation 
are its cornerstone. The conference is a congregation of patriotic 
citizens coming together in a spirit of unity and striving to bring 
the ideals of democracy, as we know it in this country, to full fruition, 

This conference is truly national in its organization and in its scope, 
The development of an alert citizenry is a laudible objective, which 
is desirable nationally as well as locally. Conse quently, in view of the 
national character of the objectives of this organization and in view 
of its representation from all sections of the United States, it is 
entirely fitting and proper that this organization receive a Federal 
charter. 

For these reasons, the Committee on the Judiciary recommends 
favorable consideration of this legislation. 
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THEODORE ROOSEVELT ASSOCIATION 
UNIV. OF MICH. 


MAY 27 1653 


May 12, 1953.—Ordered to be printed 


ai LAW LIBRARY 


Mr. Butter of Maryland, from the Committee on the Judiciary, 
submitted the following 


REPORT 


[To accompany H. R. 2277] 


The Committee on the Judiciary, to which was referred the bill 
H.R. 2277) to amend the act entitled ‘An act to incorporate the Roose- 
velt Memorial Association,” approved May 31, 1920, so as to change 
the name of such association to ‘Theodore Roosevelt Association”’, 
and for other purposes, having considered the same, reports favorably 
thereon, without amendment, and recommends that the bill do pass, 


PURPOSE 


The purpose of the proposed legislation is to change the name of 
the “Roosevelt Memorial Association” to the ‘““‘Theodore Roosevelt 
Association.” 

STATEMENT 


The “Roosevelt Memorial Association’? was incorporated by act 
of Congress May 31, 1920 (41 Stat. 691). That association was 
incorporated to perpetuate the memory of Theodore Roosevelt for 
the benefit of the people of the United States of America and of the 
world, and to promote the development and application of the policies 
and ideals of Theodore Roosevelt for the benefit of the American 
people, 

The trustees of the association recently decided that obvious con- 
fusion would be avoided, if its club name were changed to the ‘“Theo- 
dore Roosevelt Association.” 

Section 2 of the proposed legislation is intended merely to make 
clear that the proposed change of name of this association is not 
intended to affect any rights the association may now have under any 
Federal law which refers to it by its present name. 





THEODORE ROOSEVELT ASSOCIATION 


The committee believes that there is merit to the proposal of 
the board of trustees, and therefore recommends that this resolution be 
considered favorably. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, ag 
reported are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman) : 


41 Sratutres at LARGE 692, Section 2 


Sec. 2. That the name of this corporation shall be [Roosevelt Memorial 
Association] Theodore Roosevelt Association, and by that name it shall haye 
perpetual succession, with power to sue and be sued in courts of law and equity 
within the jurisdiction of the United States; to hold such real and personal estate 
as shall be necessary for its corporate purposes, and to receive real and personal 
property by gift, devise, or bequest; to give and dedicate such property to public 
agencies and purposes; to adopt a seal and the same to alter at pleasure; to hold 
its corporate meetings within or without the District of Columbia, as the board 
of trustees of the corporation shall determine; to have offices and conduct its 
business affairs within or without the District of Columbia, and in the several 
States, Territories, and possessions of the United States; to make and adopt a 
constitution, by-laws, rules and regulations not inconsistent with the laws of the 
United States of America, or any State thereof, and generally to do all such acts 
and things as may be necessary to carry into effect the provisions of this Act 
and promote the purposes of said corporation. 
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VETERANS OF FOREIGN WARS 


eee UNIV. OF MICH. 


May 12, 1953.—Ordered to be printed 


- MAY 2 7 1€53 


W. LIBRARY 


Butter of Maryland, from the Committee on the” AN iciary, 
submitted the following 


REPORT 


[To accompany H. R. 2990] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 2990) to amend the act which incorporated the Veterans of 
Foreign Wars of the United States, having considered the same, reports 
favorably thereon, without amendment, and recommends that the 
bill do pass. 

PURPOSE 


The purpose of the proposed legislation is to broaden the congres- 
sional charter of the Veterans of Foreign Wars of the United States, so 
as to make eligible for membership therein all persons who have 
served in the Armed Forces of the United States under the conditions 
specified in the charter and who otherwise are eligible for membership. 


STATEMENT 


The Veterans of Foreign Wars of the United States was incorporated 
by act of Congress, May 28, 1936 (36 U.S.C. 111). Under the pro- 
visions of the act of incorporation, eligibility for membership in the 
organization is limited to those who have served honorably “in the 
Army, Navy, or Marine Corps of the United States of America” in the 
foreign engagements specified. At the time the congressional charter 
was issued there were no branches of the armed services other than 
those named. The Air Force did not then exist as a separate service. 

H. R. 2990, as introduced, provides for the substitution of the 
words “Armed Forces” for the words “Army, Navy, and marines”’ in 
section 5 of the incorporation act. 

The bill, as amended in the House of Representatives, included the 
change in section 5 of the act and also provided for a corresponding 
change in section 1 of the act so as to include “airmen’”’ as well as 
“soldiers, sailors, and marines.”’ 


26007 





VETERANS OF FOREIGN WARS 


This legislation is urged by the present commander in chief of the 
Veterans of Foreign Wars pursuant to a resolution adopted by the 
national council of administration of the organization in September 
1952. 

The committee believes that the amendments as provided in H, R. 
2990 are meritorious and therefore recommends favorable considera- 
tion of this legislation. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


AN ACT To incorporate the Veterans of Foreign Wars of the United States 
(36 U.S. C. 111) 


Section 1. That the following persons, to wit: James E. Van Zandt, Altoona, 
Pennsylvania; Bernard K. Kearney, Gloversville, New York; Seott P. Squyres, 
Oklahoma City, Oklahoma; Robert B. Handy, Junior, Kansas City, Missouri; 
Henry F. Marquard, Chicago, Tlinois; William EK. Guthner, Denver, Colorado; 
Edward J. Neron, Sacramento, California; Joseph C. Menendez, New Orleans, 
Louisiana; Paul L. Foulk, Altoona, Pennsylvania; Robert E. Kernodle, Kansas 
City, Missouri; Walter I. Joyce, New York City, New York; George A. Ig, 
Cranston, Rhode Island; James F. Daley, Hartford, Connecticut; Charles R. 
Haley, Pittsburgh, Pennsylvania; F. C. Devericks, Clarksburg, West Virginia; 
John J. Skillman, Miami, Florida; Ellie H. Schill, New Orleans, Louisiana; 
Gerald C. Mathias, Lagrange, Indiana; James W. Starner, Effingham, Illinois; 
Leon S. Pickens, Wichita, Kansas; Archie W. Nunens, Minneapolis, Minnesota; 
Harvey W. Snyder, Denver, Colorado; Charles O. Carlston, San Francisco, 
California; Walter L. Daniels, Seattle, Washington; John E. Swaim, Tulsa, 
Oklahoma; Peter J. Rosch, Washington, District of Columbia; and their suc- 
cessors, Who are, or who may become members of the Veterans of Foreign Wars 
of the United States, a national association of men who as soldiers, sailors, [and 
marines] marines, and airmen have served this Nation in wars, campaigns, and 
expeditions on foreign soil or in hostile waters, and such national association, 
are hereby created and declared a body corporate, known as the Veterans of 
Foreign Wars of the United States. 

* * * * * 


(36 U. S. C. 115) 


Sec. 5. That no person shall be a member of this corporation unless he has 
served honorably as an officer or enlisted man in the [Army, Navy, or Marine 
Corps] Armed Forces of the United States of America in any foreign war, insur- 
rection, or expedition, which service shall be recognized as campaign-medal 
service and governed by the authorization of the award of a campaign badge by 
the Government of the United States of America. 
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S3p CoNGRESS SENATE Report 
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UNIV. OF y 
TEODORO EGUES MUNAGOBRY , MICH. 


@ 1853 
LAW LIBRARy 


May 12, 1953.—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany §., 64] 


The Committee on the Judiciary, to which was referred the bill 
(S. 64) for the relief of Teodoro Egues Munagorri having considered 
the same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Teodoro Egues Munagorri. The bill provides 
for an appropriate quota deduction and for the payment of the 
required visa fee. 

STATEMENT OF FACTS 


The beneficiary of the bill is a 26-year-old native and citizen of 
Spain who last entered the United States as a seaman on January 20, 
1952. Because his ship was to undergo repairs he was given shore 
leave until March 15, 1952. He went to visit his uncle, who was ill 


; ina hospital in Nevada. He states that he intended to return to his 


Fee ae Te Ee So Le ete 


ship but that his uncle persuaded him to remain and accept employ- 
ment herding sheep for the W. T. Jenkins Co. 

A letter, with attached memorandum, dated March 19, 1953, to the 
chairman of the Senate Committee on the Judiciary from the Com- 
missioner of Immigration and Naturalization with reference to the 
case reads as follows: 





> TEODORO EGUES MUNAGORRI 


Marcu 19, 1953. 
Hon. WriiutAM LANGER, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

Dear SENATOR: In response to your request of the Department of Justice fo, 
a report relative to the bill (S. 64) for the relief of Teodoro Egues Munagorr 
there is annexed a memorandum of information from the Immigration 4 
Naturalization Service files concerning the beneficiary. 

The bill would grant the alien permanent residence in the United States yy 
payment of the required visa fee. It also would direct that a quota number 
deducted rom the appropriate immigration quota. 

Since the quota for Spain, to which the alien is chargeable, is oversubscer 
an immigrant visa is not readily obtainable. 

Sincerely, 
Sew, Commission: 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
Service Fires Re Troporo Eaurs MuNAGorRI, BENEFICIARY OF 8, 64 


The alien, a native and citizen of Spain, was born on June 17, 1926. He last 
arrived in the United States at Baltimore, Md., on January 20, 1952, when 
was admitted as aseaman. Because the ship on which he arrived had to undergo 
repairs, he and the other members of the crew were granted shore leave unt 
March 15, 1952. 

While on shore leave in Baltimore the alien decided to visit his uncle, Guillermo 
(William) Zabala, who was ill in a hospital in Winnemucca, Nev. The alie: 
claims that he intended to return to his ship before his shore leave expired, but 
that his uncle encouraged him to remain and to see Mrs. Louise Marvel, presi- 
dent of the W. T. Jenkins Co., a cattle and sheep company. The alien had bee: 
employed by that company in sheep camps since March 1, 1952, at a salary of 
$200 per month and board. 

The alien stated that he attended public school for 6 years and preparator) 
school at the International College at Tolosa, Spain, for 6 years in preparatior 
for the priesthood. Because of illness, however, he did not continue his studies 
He served in the Spanish Army from September 1947 until September 1949 
Upon completion of his military training he was employed as a mechanic in his 
brother’s garage until October 25, 1951, when he became a seaman by taking 
employment in that capacity on the ship which brought him to the United States 

For about_5 years during his grammar school days in Spain the alien assisted 
his uncle and cousin in attending a flock of 400 sheep. This is the only experi- 
ence he has had in sheepherding, other than the experience he has had since his 
employment with the W. T. Jenkins Co. He is not married and there is no on 
in the United States or abroad dependent upon him for support. 


Senator Pat McCarran, the author of the bill, has submitted the 
following information in support of the bill: 


Re 8. 2835 for Teodoro Egues Munagorri. 
W. T. Jenkins Co., Inc., 
Battle Mountain, Nev., March 17, 1952. 
Hon. Pat McCarran, 
United States Senate, Washington, D. C. 


Dear Senator McCarran: With reference to your letter of March 13th, 
1952 setting forth certain inquiries concerning Teodoro Egues Munagorri_ in 
whose behalf you were so good to introduce 8. 2835, I herein submit the infor- 
mation I have in connection with this case. 

(1) Teodoro Egues Munagorri, a native and citizen of Spain, enter the United 
States as a seaman on ship Pinta Aramaya at the port of Baltimore, Md. This 
ship was laid up for repair from approximately the Ist of February 1952 until the 
28th of the same month. 

The seamen were allowed to go on shore and their passports checked by the 
immigration officials at that port, they were not restricted to any particular area 
and reported back to ship every evening. 

(2) Teodoro Egues Munagorri has an uncle, Quilmero (William) Sabala, w! 
has been employed by this company for many years as sheepherder, however 
this winter he has been ill and was on leave of absence. His nephew Teodoro was 
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cerned over him and while the ship was undergoing repair decided to come to 
vada to visit his uncle. His uncle brought him to see me and asked if it would 
possible for him to remain here to help this company as sheepherder, due to 
e acute shortage of herders at this time and lambing season confronting us, the 
le realized that he would be of great help to us. This young man has had 
xperience in Spain with sheep and he comes from a background of sheepmen. 
(3) This young man is a fine young man and appears to me as being a person of 
nor and integrity, the type of man we would like in our organization. 
{) Teodoro Egues Munagorri left the sheep business in Spain for the reason 
that the economie situation in Spain, particularly in the provinces or the Basque 
is poor and it was necessary that he attempt to earn more money to assist 
support of his parents. For that reason he signed up as a seaman. 
Che sheepherder situation is very acute and if something is not done in the 
- future to obtain young men with knowledge of the sheep business, many 
) operators will be forced out of business. The older men who are sheep- 
ers are not able to do the job any more. 
6) To my knowledge Teodoro Egues Munagorri has never been convicted of 
crime. 
7) It is the great desire of this young man, if he be allowed to remain in this 
ntry to assist in the sheep operations, to be allowed*to take out his first papers 
{in due time become a citizen of the United States. 
8) Teodoro Egues Munagorri will not become a charge of the United States 
vernment for the reason that I shall assume the responsibility as sponsor as 
gas he remains with the sheepherding business under this emergency, and also 
: relatives will assume responsibility if necessary. 
| earnestly trust that this young man will be allowed to remain in this country 
assist in the sheep operations for it is impossible to obtain herders in this 
intry. 
With kindest regards, I am, 
Sincerely yours, 


Louise M. MarvEt, President. 
The committee, after consideration of all the facts in the case, is of 


the opinion that the bill (S. 64) should be enacted. 


Cc 
a, 
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Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany 8. 313] 


The Committee on the Judiciary, to which was referred the bill 
S. 313) for the relief of Isaac D. Nehama, having considered the same, 
reports favorably thereon without amendment and recommends that 
the bill do pass. 

PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Isaac D. Nehama. ‘The bill provides for an 
appropriate quota deduction and for the payment of the required 
visa fee. 

STATEMENT OF FACTS 


The beneficiary of the bill is a 25-year-old native and citizen of 
Greece who last entered the United States to attend the University of 
Illinois on November 1, 1946. He expects to receive his Ph. D. 
in electrical engineering in February of 1954. His application for 
adjustment of status under section 4 of the Displaced Persons Act 
was denied because he could not establish that he was unable to 
return to Greece because of persecution or fear of persecution. In 
July of 1944 he was sent by the Germans to a concentration camp in 
Germany where he remained until his liberation in April 1945. 

\ letter, with attached memorandum, dated March 11, 1953, to the 
chairman of the Senate Committee on the Judiciary from the Com- 
missioner of Immigration and Naturalization with reference to the 
case reads as follows: 
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Marcu 11, | 
Hon. WiLi1amM LANGER, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C 

Dear Senator: In response to your request of the Department of Justic: 
a report relative to the bill (S. 313) for the relief of Isaac D, Nehama, ther 
annexed a memorandum of information from the Immigration and Naturalizat 
Service files concerning the beneficiary. 

The bill would grant the alien permanent residence in the United States 
payment of the required visa fee. It would also direct that a quota numb. 
deducted from the appropriate quota. 

The alien is chargeable to the quota for Greece which is oversubscribed a 
immigrant visa is not readily obtainable. 

Sincerely, 
——, Commission: 


MEMORANDUM OF INFORMATION FrRoM IMMIGRATION AND NATURALIZATI 
Service Fives rE Isaac D. NeuamMa, BENEFICIARY OF 8S. 313 
, 


Mr. Isaac D. Nehama, a native of Greece and a citizen of Yugoslavia, 
born at, Athens, Greece, on April 29, 1927. His only entry into the United Stat 
occurred at the port of New York on November 1, 1946, when he was admitted 
as a student. Since his arriva! here, he has attended the University of IlLlinoi 
Urbana, Ill. He expects to complete the requirements for a doctor of philosop! 
degree in electrical engineering by February of 1954. 

In September of 1948, he made application for adjustment of his immigrati: 
status under section 4 of the Displaced Persons Act of 1948, as amended. His 
application was denied, it being held that he had not acquired a residence in ar 
country other than Greece, and that he failed to establish that he was unabk 
return to Greece because of persecution or fear of persecution. 

Mr. Nehama resided in Greece from the date of his birth until July 1944, wher 
he was sent by the Germans to a concentration camp in Germany where hy 
remained until his liberation in April 1945. In July 1945, he returned to Greec 
where he remained unti! his departure for the United States in 1946. 

On April 3, 1952, Mr. Nehama’s application for resumption of student’s status 
and extension of stay as a student was denied. On April 11, 1952, the denia 
order was amended to permit his departure on or betore June 15, 1952. As of 
June 2, 1952, he was empioyed for the summer months by the Bell Laboratories 
Murray Hill, N. J., at asalary of $415 a month. He stated that such employm 
is in line with his studies toward a doctor of philosophy degree. His only relativ: 
in the United States is an uncle. He is not married and there is no one in this 
country dependent upon him for support. His father resides in Greece. 


Senator Paul H. Douglas, the author of the bill, has submitted a 
number of letters and recommendations in support of the bill, among 
which are the following: 


Unrrep States SENATE, 
CoMMITTEE ON LABOR AND PuBLIC WELFARE, 
Washington, D. C., March 18, 1953 
Re 8. 313: Isaac D. Nehama. 
Hon. WILLIAM LANGER, 
Chairman, Committee on the Judiciary, 
Senate Office Building, Washington 25, D. C. 

My Dear SENATOR LANGER: I am pleased to forward for the information of 
your committee the attached information in support of 8. 313, for the relief of 
Isaac D. Nehama. 

Mr. Nehama is an outstanding student in the department of electrical engineer- 
ing of the University of Illinois, where, according to the dean and professors of 
that department, he shows every promise of developing into an able engineer and 
scientist, capable of conducting and directing investigational work at a highly 
technical level. 

It is my sincere hope that your committee will give favorable consideration to 
S. 313 so that Mr. Nehama will be permitted to make the contribution to our 
way of life he is so ably equipped to perform. In addition, Mr. Nehama possesses 
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a fine cultural background in music, fine arts, as well as in science and he speaks, 
writes, and reads at least seven languages with facility. 

[| feel sure the committee will agree there is a vital need for persons with the 
training of Mr. Nehama in our country. 

With kind regards, 
Sincerely yours, 


1 


Paut H. Dovueuas. 


AUTOBIOGRAPHY OF Isaac D. NEHAMA 


Born April 29, 1927, in Athens, Greece. Both parents were born in Monastir, 
a town of northern Macedonia, at the time when this region was under Turkish 
rule After the Balkan wars (1912), this region became part of Yugoslavia. 
\y parents emigrated to Athens in 1920. According to the nationality laws of 
Greece, a child born in that country acquires the father’s citizenship but has the 

git, when reaching the age of 21, to choose between Greek and the father’s 
citizenship. 

\ly mother, two brothers, and I were interned in German concentration camps 
from August 1943. My mother and youngest brother were executed in Ausch- 
vitz; a younger brother was liberated by American troops in Buchenwald (1945) 
[| escaped in January 1944, and took refuge in the Greek mountains until the liber- 
ation of Greece in October 1944. 

I entered the United States on November 1, 1946, as a student (nonquota 
sec. 4 (e)). As I was 19 at that time, I could not exercise the right to choose my 
citizenship and retained the Yugoslav citizenship. 

In 1948 I applied for a change of status under the displaced-persons bill, on 
the grounds that since the Greek Government refuses me permission to reenter 
that country, the only alternative left would be for me to enter Yugoslavia, a 
country whose language and customs are completely strange to me and whose 
totalitarian form of government is entirely opposed to my political ideologies. 

My petition was denied in November 1951. My application for an extension 
of stay in order to complete my studies is still under consideration. 

[ have attended the University of Illinois since my entering the United States. 
\ly undergraduate work was sponsored by the B’nai B’rith Hillel Foundations. 
[ received a bachelor of science in June 1950. Since then I have held a graduate 
research assistantship (one-half time) and received an master of science in February 
1952 


UNIVERSITY OF ILLINOIS, DEPARTMENT OF CHEMISTRY, 
Urbana, April 23, 1952. 
The Honorable Paut DovG.as, 
The United States Senate, Washington 25, D. C 

Dear SENATOR Dovuctas: Supplementing the various recommendations from 
this university in the case of Mr. Izaac Nehama, permit me to add a very strong 
and enthusiastic recommendation that this young graduate student be saved 
from deportation from this country by means of the introduction of a name bill. 

Mr. Nehama, who is of Greek origin but a Yugoslavian citizen, has been an 
undergraduate and graduate student at the University of Lllinois for several 
years and at present is pursuing work toward the degree of doctor of philosophv 
in electrical engineering. Since he has been in this country with the status of a 
student, it has not yet been possible to begin the steps toward citizenship, and 
| additional vear will give him the 7 vears of residence in this country. 

Other letters of recommendation will indicate the outstanding scientific ability 
and achievements of this extraordinary young man. My own associations with 
him have been through the University of Illinois concert aad entertainment board 
of which I was chairman while Mr. Nehama was a student manager. It is 
generally agreed that he was the best in every respect that we had ever seen in 
such a capacity. His background is one of the finest culture in music and fine 
arts as well as in science. He speaks, writes and reads at least seven languages 
with facility and, therefore, was of great usefulness in dealing with foreign musical 
artists. In every respect, including intense loyalty to the United States, he 
meets the highest standards that we would like to see in American citizens. It 
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would be, we all think, a great pity to lose the ability and enthusiasm of this yer 
promising student. 

Because of vour long familiarity with university problems of this kind, w; 
sincerely hope that it will be possible to secure your help in assuring the continued 
stay for Mr. Nehama not only until he can complete his Ph. D. work, but also 
until he can have the chance to demonstrate the value of his training, experienc 
and outstanding personality. 

Thanking vou for vour consideration, 

Respectfully yours, 
G. L. Cuark, 
Prof ssor of Chemis 


UNIVERSITY OF ILLINOIS, 
COLLEGE OF ENGINEERING, 
Urbana, Ill., April 11, 1952 
The Honorable Paut DovGtas, 
Senator from Illinois, 
Senate Office Building, Washington 25, D. C. 

Dear SenaTOR Dovatas: Isaac Nehama by virtue of his mental ability stands 
among the very best in scholarly attainments, this in spite of the continua! emo- 
tional disturbance he has been subjected to of obtaining a precarious wherewitha 
to live and of periodically facing the disturbance of possible deportation. Perhaps 
the best measure of his mental and personal superiority may be most succinctly 
indicated by the fact that Mr. Nehama has been offered summer work at Be 
Telephone Laboratories, one of the greatest research organizations in the world 
In fact, that such an opportunity for a college student is extremely rare, almost 
unheard of, gives some idea of the possibility which the personnel department of 
Bell Telephone Laboratories sees in Mr. Nehama. 

That he is a man of superior talent is also evident from the fact that it has 
been possible for him to stay alive and study under very adverse circumstances 
Except for very great persistence backed by an all-powerful urge to learn, Mr 
Nehama would long ago have been forced into an intolerable position. Instead 
he has struggled on, never complaining and indeed never ever losing a vital interest 
and a basic optimism: 

Personally I feel that we can ill afford to lose this man with his great poten- 
tialities. Never before has this country needed such men more than at the 
resent and in the foreseeable future. I enter this, my request, that Mr. Nehama 
made the subject of a name bill permitting him permanent residence in this 
country with the full expectation that he will certainly contribute much to the 
turtherance of the aim of all of us—the undisputed superiority of our Americar 
way of life. 

Sincerely yours, 


M. B. Reep, Professo 


UNIVERSITY OF ILLINOIS, 
COLLEGE OF ENGINEERING, 
Urbana, Ill., April 11, 1952 
The Honorable Paut Dovuatas, 
Senator From Illinois, Senate Office Building, 
Washington 25, D. C. 

Dear SENATOR: It has come to my attention that the Immigration Depart- 
ment } soposes from time to time to force out of this country one of our researc! 
assistants who is working toward his doctor of philosophy degree in electrical 
engineering. This student, Mr. Isaac David Nehama, was born in Athens, 
Greece, fought for a time with the Greek guerrillas in the past war on the Allied 
side, and came to this country as a nonquota student in November 1946. His 
bachelor of science degree in electrical engineering was obtained in 1950 at this 
institution, and since that time he has been serving as a part-time assistant while 
working toward his doctorate. It will probably take another 2 years for him to 
complete this work. 

a. Nehama has been an outstanding graduate student and has done exceptional 
work in electric circuit research and development. Bell Laboratories are suffi- 
ciently interested to offer him summer work in circuit development, and would 
probably place him permanently in this field were he to remain in the country. 
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He holds, at present, a Yugoslav citizenship through a quirk in European 
However, he has never been in that country, does not speak the language, 
and is opposed to communistic ideologies. 

It is my opinion that persons of the technical capacity of Mr. Nehama consti- 
tute an important resource available to this country, and that to export this 
resource to Yugoslavia is extremely illogical. 

In view of the fact that the Immigration Department seems determined to 
deport this man before he can finish his doctorate, I request that a name bill 
be introduced in Congress to enable Mr. Nehama to remain in the United States 
on a permanent basis, and that he be allowed to apply for citizenship. 

Respectfully yours, 


laws 


Ray M. Warnwricut, Associate Professor. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 313) should be enacted. 
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Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


‘To accompany 8. 324] 


The Committee on the Judiciary, to which was referred the biil 
324) for the relief of Gregory Leon Baranowski, having considered 
same, reports favorably thereon without amendment and recom- 
nds that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant to the minor child adopted by 
citizens of the United States the status of a nonquota immigrant whic h 
is the status normally enjoyed by the alien minor children of United 
States citizens, 

STATEMENT OF FACTS 


The beneficiary of the bill was born in Stuttgart, Germany, on 
November 24, 1951, and has been adopted by Maj. and Mrs. Leo F, 
Baranowski, who are citizens of the United States. 

Senator Paul H. Douglas, the author of the bill, has submitted a 
number of letters and documents in support of the bill, among which 
are the following: 

Unitep States SENATE, 
COMMITTEE ON LABOR AND Pusiic WELFARE, 
Washington, D. C., March 20, 1953, 
Re Gregory Leon Baranowski (S. 324). 
Hon. Wiitutam LANGER, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator Lancer: Please find attached supporting evidence and 
information in behalf of the above-named bill, which I am pleased to submit for 
the consideration of your committee. : 

Che beneficiary of this bill was born a German national on November 24, 1951, 
ind was adopted by Maj. and Mrs. Leo Baranowski in the Federal District Court 
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of the Canal Zone on February 13. ag This couple have no other childre 
have had possession and care of little Gregory since he was 6 weeks old. 

arr) Baranowski was formerly stationed at Fort Kobbe, C. Z., serving as 
Chief of Dental Service, Fort Kobbe Dispensary Dental Clinic, and is now receiy 
ing postgraduate professional training at the University of Illinois, in Chicago, | 
for which he was selected by the Surgeon General of the Army. Major Baranow 
has been serving with the Regular Army of the United States for more than & vears 

It is my sincere hope that your committee will sea fit to give favorable consid 
ation to 8. 324 at an early date. 

With kind regards, 


Sincerely yours, 


Paut H. Dove: 





AFFIDAVIT IN SUPPORT OF a Brit As INTRODUCED BY HON. Senator 
-auL H. Doveaias 
Avaust 21, 1952 
On December 17, 1951, I flew by commercial aircraft from the Panama Cana 
Zone to Stuttgart, Germany, for the purpose of adopting a German infant. Du 
to the lack of time I was unable to institute adoption ee: in Germat ( 
I left with the infant as his guardian. Upon arrival in the Canal Zone the child 
was adopted by my 7 and myself in the Federal District Court of the Cana 
Zone on the 13th day of February 1952 
Since I am an officer of the United States Army and subject to change of stat 


at the Government’s discretion, I found myself in a very peculiar predicament a 
of July 1 of this vear. I was ordered to the continental United States for a dut 

station but was unable to bring the boy along because he did not qualify for a 
quota number for the purpose of immigration. To my great fortune he was i 


a temporary visa by the immigration authorities of the Canal Zone to ent 
United States pending the passage of the above-stated bill 
Leo J. BARANOWsSt} 
Sworn to me on this the 21st day of August 1952 
SEAL] EstHer B. AMUNDSON, 
Notary Public, Chicago 13, Il 


My commission expires on the 24th day of August 1954. 


In the United States Distriet Court for the District of the Canal Zone, Ball 
Division 


Civil 0, 3474 
IN THE MATTER OF THE ADOPTION OF WOLFGANG Gortrz, MINOR 
ORDER 


The petition of Leo F. Baranowski and Dolores K. Baranowski praying for 
order that Wolfgang Goetz, a minor, be adopted by them, came on regularly 
heard on the 12th day of February 1952 and proof having been made to the sa 
faction of the court that the said Wolfgang Goetz, born in Stuttgart, Germany, o 
November 24, 1951, and now approximately three months of age, is the so: 
Rosa Goetz; that the said Rosa Goetz gave the within minor child over to t! 
Within petitioners by declaration before a notary publie in the city of Stuttgart, 
Germany, on the 3d day of January 1952, releasing the said child to the wit! 
petitioners with the ultimate purpose of its adoption by them, a photostatic c 
and translation of whieh document is presently on file in this court; that t! 
petitioners, residents of Fort Kobbe, Canal Zone, are fit and proper persons, well 
able to bring up, edueate, and provide for the welfare of the said child proper 
that the petitioners understand that the said child will be, to all legal intents a 
purposes, their rightful and legal heir at law. entitled to all the rights and pr 
leges, the same as though born to them in lawful wedlock; Now, therefore, it is 

ORDERED, ADJUDGED, AND DECREED that from and after the date set forth below 
the said Wolfgang Goetz be, and he hereby is adopted by the petitioners her: 
Leo F. Baranowski and Dolores K. Baranowski; that his name be, and it hereby 
is changed to Gregory Leon Baranowski; and it is further ordered that this cas 
be stricken from the docket. 


[sEAL] JosepH J. Hancock, Judge. 
Dated February 13, 1952. 


W. J. SHERIDAN, Jr., 
Attorney for the Petittoners 


F Z of the: 
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GREGORY LEON BARANOWSKI 


Uxirep States District Court FoR THE District OF THE CANAL ZONE 
OFFICE OF THE CLERK 
CERTIFICATE AS TO COPY 


1. C. T. MeCormick, Jr., clerk of the said court, do hereby certify that I have 
pared the attached copy with the original order Jn the Matter of the Adoption 
Wolfgang Goetz, Minor, Civil No. 3474, entered of record February 13, 1952, 
my office, and that the same is a correct transcript therefrom and of the whole 
f said original. 
In testimony whereof, I hereunto sign my name and affix the seal of said court 
Ancon, Canal Zone, this February 14, 1952. 
C. T. McCormick, Jr., Clerk. 
By Lors E. Harrison, Deputy. 


SEAL} 


Unitep States Army Hospirau, 
OFFICE OF THE COMMANDING OFFICER, 
Fort Clayton, C. Z., June 5, 1952. 
Hon. Pau DovuG.as, 
United States Senate, Washington 25, D. C. 


Dear SENATOR Dovauas: An officer of my command, Maj. Leo F. Baranowski 
56210, Dental Corps, United States Army, recently adopted a German-born 
fant. Major and Mrs. Baranowski accomplished this adoption under quite 
sual circumstances, among which were that he traveled to Germany from 
at his own expense and on leave, in order to obtain the child and bring him 
ick through the United States to the Panama Canal Zone. All of the details 
onnection with the obtaining of the child were apparently in order but, because 
he rigid restrictions placed upon entry of persons from quota countries, the 
ranowskis find themselves in a most unenviable situation 

Dr. Baranowski has acquainted me with the fact that vour interest in the case 

Gregory Leon Baranowski, the adopted child, has already been evidenced by 

r introduction of a bill (S. 3021) for the relief of the situation. I am sure that 

i have also heard that Dr. Baranowski has been selected by The Surgeon Gen- 
ral for postgraduate professional training and that he must report for his training 

Chicago not later than July 1, 1952. 

\ll of our efforts here with the immigration authorities and inquiries made by 

e Department of the Army of the State Department have failed to reveal any 

thod by which this infant can be taken into the United States with his adoptive 
arents when they return, which must necessarily be during this month so that 

e father can comply with his orders. Apparently neither the posting of a bond 

r any other guaranty can be accepted as sufficient basis upon which to grant 

ther a temporary entry permit or visa. Unless some arrangement can be made 

r the legal entry of the child, it will be necessary for Mrs. Baranowski to remain 
ere in the Canal Zone while Major Baranowski complies with his orders. 

Efforts are being made to obtain a quota number for this child from the few 
remaining quota numbers of the fiscal year 1952, or to obtain one in advance for 
fiseal year 1953, which may then result in legalizing his entry. However, all of 
these arrangements must necessarily be made from a great distance and almost 

juire the use of the radio-telephone. 

I now both of these young people very well. Major and Mrs. Baranowski 

; are fine people and have gone to great lengths to adopt a child because they cannot 
ave children of their own. Both of them are of high moral character, are good 
itizens, and can be depended upon to discharge whatever responsibilities they 
have undertaken. 

If there is any way that the action which you have instituted can be expedited, 

I assure you that the effort on your part will be most appreciated and will be in a 
worthy cause. It is always a pleasure to vouch for people as dependable as the 

Baranowskis. 

Sincerely yours, 
W. D. Granam, 
Colonel, Medical Corps, United States Army, 
Commanding. 


' The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 324) should be enacted. 


~~ 
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May 12, 1953.—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany 8. 349] 


The Committee on the Judiciary, to which was referred the bill 
5. 349) for the relief of May Ling Ng, having considered the same, 
reports favorably thereon without amendment and recommends that 
the bill do pass. 

PURPOSE OF THE BILL 


The purpose of the bill is to grant to the minor child in the custody 
of a citizen of the United States the status of a nonquota immigrant 
which is the status normally enjoyed by the alien minor children of 
United States citizens. 

STATEMENT OF FACTS 


The beneficiary of the bill is a 15-year-old native and citizen of 
China and has been in the custody of Mrs. Lun Foo Ng since 1942 
when Mrs. Ng found the child abandoned. Mr. Ng is a citizen of the 
United States and his wife and other children have all returned here 
but were unable to bring their foster child with them to this country. 

A letter, with attached memorandum, dated March 17, 1953, to the 
chairman of the Senate Committee on the Judiciary from the Com- 
missioner of Immigration and Naturalization with reference to the 
case reads as follows: 

Marcu 17, 1953. 
Hon. Winu1AM LANGER, 


Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


Dear Senator: In response to your request of the Department of Justice for 
a report relative to the bill (S. 349) for the relief of May Ling Ng, there is annexed 





2 MAY LING NG 


a memorandum of information from the Immigration and Naturalization Se; 
files concerning the beneficiary. 

The bill would make May Ling Ng eligible for nonquota status in the issyang 
of an immigrant visa. She is chargeable to the Chinese racial quota which 
oversubscribed and an immigrant visa is not readily obtainable. 

Sincerely, 


Commissioner 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATIO? 
SERVICE Fires Re May Lina No, BEenericrary or 8. 349 


May Ling Ng, a native and citizen of China, about 15 years of age, is present 
residing in Hong Kong, China, and has never been in the United States Accord 
ing to Mr. Lun Foo Ng, 87 Henry Street, Detroit, Mich., the alien was found | 
his wife in 1942 during World War II in Kwangtung, China, at which tim< 
child was taken in and cared for by Mrs. Ng. Mr. Ng stated that the child 
residing with friends of the family in Hong Kong and that she is being supported 
by him and his wife. While he refers to her as his adopted daughter he states 
that there has never been a legal adoption. 

Mr. Ng acquired United States citizenship through birth in China on Septe: 

9, 1922, of a United States citizen father. He married his wife, Yee Suev | 
Ng, in China on October 15, 1938. Mr. and Mrs. Ng have 2 children, a son agi 
13 years and a daughter about 3 years of age. Mrs. Ng and the children ent 
the United States recently and are residing with Mr. Ng in Detroit, where 
employed in a restaurant. 


Senator Homer Ferguson, the author of the bill, has submitted a 
number of letters and documents in support of the bill, among which 
are the following: 

Derroir YouNG MEn’s CHRISTIAN ASSOCIATION, 
NORTHEASTERN BRANCH, 
Detroit, Mich., April 17, 1952. 
Hon. Homer FrERGuson, 
United States Senate, Washington, D. C. 

Dear SENATOR FERGUSON: Mr. Lun Foo Ng, a personal friend of mine for 
several years as a member of our Northeastern YMCA, has asked me to writ 
you regarding himself and the bill 8. 3010 which you introduced in the United 
States Senate on April 10, 1952. I personally can recommend Mr. Ng as a fi 
Christian gentleman, a fine United States citizen, an honest upright man and 
worthy of any help that you might give him in bringing his adopted daughter 
May Ling Ng, to America. 

He showed me a newspaper clipping dated March 5, 1952, which stated that a 
comparable bill to your 8. 3010 was passed by the House as of that date in whic! 
the circumstances surrounding the child were practically identical. In this other 
bill a child named Minglan had been found by a Miss Elsa Hammerlind, a mis- 
sionary, when the child’s mother had been killed in a bombing raid and this bil 
was to bring this child to the United States as her “natural-born alienchild 

The circumstances surrounding May Ling Ng are practically the same as sli 
was found by the wayside in Toy Sun, Kwangtung Province about 1942 when th 
Chinese residents were fleeing before the Japanese. The child’s mother had bee: 
killed and the child was taken by Mrs. Ng. Several attempts were made to try 
to trace the family of the child, but all were unsuccessful, so that there was no wa\ 
for them to get adoption papers for the child. May Ling has grown up with this 
family as one of their own and everything possible should be done to keep her wit! 
her foster parents. 

We will appreciate anything that you can do to expedite this bill, § 3010, in th 
Senate. I would be glad to furnish you with any other information that you 
might need. I have also told Mr. Ng to forward to you a set of photographs of 
his family showing this child from the age of about 4 to 14. 

Sincerely yours, 
D. W. KemBiez, Executive Secretary 
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Tue Detroit Councit or CHURCHES, 
Detroit, Mich., May 5, 1952. 
senator HomeR Ferauson, 
Senate Office Building, Washington, D. C. 
DeAR SENATOR FeERGuSON: For some months we have been assisting the 
jigration plans of Mr. Lun Foo Ng and his family from Hong Kong, China. 
family is arriving in San Francisco this week, but unfortunately without 
-adopted daughter whose name is May Ling Ng. 
he daughter was taken into this family from the street as a war orphan about 
10 vears ago. Absolutely no information is available regarding the parents of 
the adopted daughter who is now about 15 years old. 
We have been advised that you have introduced Senate bill 3010 designed to 
facilitate the emigration of this daughter. We would like you to know how 
ich we appreciate this action on your part and to reassure you that from our 
knowledge of this Chinese family they are thoroughly deserving of special con- 
sideration by the United States. 
If we can be of any help in facilitating action on Senate bill 3010 in the interest 
f keeping this family together, please let me know. 
With kindest regards. 
Sincerely yours, 
SHELDON RABN, 
Director, Social Service Department. 


THE SatvaTion Army, 
Detroit, Mich., April 22, 1952. 
Hon. Homer E. Ferauson, 
United States Senate, Washington, D. C. 

Dear Str: A few months ago, we had a request from a substantial citizen 
here in Detroit, on behalf of one Lun Foo Ng, for the Salvation Army to aid in 
making it possible for his family in China to join him here in the United States. 
We now have word that his wife and the children left Hong Kong on April 12 
and will be arriving in San Francisco next week. 

However, the authorities have failed to allow Mr. Lun Foo Ng’s adopted 
laughter, May Ling Ng, to enter with the rest of the family and, as it is our 
inderstanding you have sponsored bill, S. 3010, which covers circumstances such 
as this, this letter is to seek any assistance you may be able to give in expediting 
her entry by getting the bill through with the least possible delay. 

Mr. Lun Foo Ng is of excellent character, and will be able to provide for this 
voung lady along with the members of his own family. As you may know our 
ganization is greatly interested in the reuniting of families whenever possible 
and we are, therefore, most appreciative of your effort in connection with bill, 
s.3010. It is all the more urgent in this case as the Communists are very rapidly 
moving into Hong Kong, and naturally the adopted parents are concerned for the 
girl’s well-being. 

Thanking you for your kindly consideration, 

Respectfully yours, 
T. M. Larsen, 
Lieutenant Colonel, Divisional Commander. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 349) should be enacted. 
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May 12, 1953.—Ordered to be printed 


Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany 8. 458} 


The Committee on the Judiciary, to which was referred the bill 
5. 458) for the relief of Angelo Gurisetti Podesta, having considered 
the same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant to the minor child adopted by 
citizens of the United States the status of a nonquota immigrant whic h 
is the status normally enjoved by the alien minor children of United 
States citizens. 


STATEMENT OF FACTS 


The beneficiary of the bill was born on July 25, 1951, in Milan, 
Italy, and has been adopted by Mr. and Mrs. John Podesta, who are 
United States citizens. Mr. Podesta is an honorably discharged 
serviceman and they were in Italy in 1952 when they obtained the 
child. 

Senator John W. Bricker, the author of the bill, has submitted the 
following information in support of the bill: 


\MERICAN CONSULATE GENERAL, 
Milan, Italy, February 25, 1953. 
Joun Popesta, 
Cleveland, Ohio. 


Dear Mr. Popvesta: I have received vour letter dated February 6, 1953, 
concerning your quite understandable desire to have the consulate general grant 
a temporary visitor’s visa to your baby son Angelo Gurisetti Podesta. You state 
also that on January 13, 1953, Senator Bricker had introduced bill S. 458, which 
bill is for the relief of Angelo Gurisetti Podesta. 





2 ANGELO GURISETTI PODESTA 


In my letter to your wife dated November 5, 1952, I stated that the cons 
general did not feel that it was in a position to grant a nonimmigrant visa to 
baby son, because the child did not come within the scope of any one of thy 
nonimmigrant categories under the existing immigration laws. I regret that | 
am still forced to hold the same opinion. 

I can readily understand your anxiety to be reunited with your son and [ o: 
hope that the bill presented by Senator Bricker on his behalf will be passed 
the near future. 

Sincerely yours, 
Joret C. Hupson, 
American Consul General 


GENERAL BROKERAGE Co., 
Cleveland, Ohio, March 15, 195 
Mr. Uco Carusl, 
Washington, D. C. 

Dear Mr. Carust: I am taking the liberty of sending you some additional 
information which you may deem advisable to present to Mr. McElroy in Senat 
Bricker’s office. 

First 1 want to thank you for your detailed and very kind reply. We have 
tried so hard in the past 12 months and have been so disheartened that your lett 
and Senator Bricker’s assistance has helped our morale a great deal. 

We do make frequent trips to Italy. I have been back and forth 37 times and 
in 1950 my husband’s mother visited us for over a year. About a month ago wi 
had the visit of my husband’s brother who stayed on business for 1 month 
Since he had to come here this rules out any possibility of our going this spring 
(also because of my parents’ health I cannot leave them) or believe me if my hus- 
band’s business permitted we would now be with the baby. 

Iam attaching our latest failure with the consul in Milano to have him here on 
a visitor’s visa. 

In the process of trying to speed this up or perhaps get him here temporarily | 
have contacted the following: Ambassador Bunker, in Italy; Ambassador Clare 
Booth Luce; also, since my husband was in his regiment, President Eisenhower. 
The President replied that when the bill was presented to him he would give it 
careful and speedy consideration. 

I am attaching a copy of the consular certificate that was sent by the consul 
here to Italy last year at the request of the social worker in Italy in charge of the 
case. Also a duplicate of the letter required from our bank. In addition to this 
the following was sent to Italy: 

A letter from our parish priest, Father Powers, St. Anne’s; a letter from Mother 
Philomena Sisters of the Most Holy Trinity; various letters from friends a: 
business acquaintances. 

I also attach a letter from Father Joe Murphy in Philadelphia which is self- 
explanatory. 

Giovanni Podesta, living at 2925 Fairmount Boulevard, Cleveland Heights 
Ohio. 36 years old. Graduate of the University of Florence; M. A. at Duquesn: 
graduate of Harvard’s graduate school; member of the Harvard alumni. For 
some years is a food broker in Cleveland belonging to national and local food 
brokers’ association. Member of the Disabled American Veterans. Served 26 
months and was honorably oischarged on June 30, 1946, at Fort Dix, N. J 
Served a great deal of this time overseas in France and Italy and receives a small 
pension for disability. Is very fond and patient with children. 

Leah De Sanctis Podesta, living at the above address, was born in Hamilton, 
Ohio, 29 years ago. Graduated from Moravian Seminary for girls and has grad- 
uate degree in sociology. For sometime before marriage worked for Federal, 
State, and Catholic charities as interpreter and in the Child Placement Bureau 

The above couple is childless; the child they lost would be 2 months older thar 
the child they are seeking to get into the United States. Both the family physicia 
and a leading obstetrician have reeommended the adoption of a youngster for the 
therapeutic value. 

Angelo Gurisetti Podesta, born July 25, 1951, is a complete orphan, The child 
was born in Milan, Italy, and the social worker in charge made a very complet: 
investigation. 


An investigation was made of Renzo and Mity Podesta living at 71 Viale 


Romagna, Milano, Italy, and having two gas appliance factories (brother and 


sister-in-law) to ascertain their mode of living. An investigation was made by the 
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consulate, in Cleveland, to ascertain our mode of living. Affidavits were 
from our parish priest and our bank. 
) was first seen by John and Leah Podesta the first part of April 1952. 
he next 244 months before their return home every effort was made to try 
ke the child with them. First because the child likes us and needs a home, 
ily because we love it and believe we can give this exceptional child love, 
a nice home, and good education. Third we believe that children of this 
e should grow up in America. Greatest of all because there is mutual love 
| he looks just like us. 
Father Frank Cacciacarro of this city was in charge of some Italian orphans 
at came over last year and he also wrote a letter to the institute regarding our 
iving the child. 
Judge Frank Celebrezze is a very dear friend of our family and he was the one 
at suggested my writing Senator Bricker. 
\l] the papers on the baby are with my sister-in-law so that she could see that 
the baby gets here safely. 
\fter reading all the above and giving Senator Bricker as much as you see fit 
will you kindly let us know just who should send additional affidavits. 
Our only deadly fear is that after 9 months the social worker might try to get 
ir having the baby annulled because of parental neglect. That would be awful 
for us as even my in-laws have become greatly attached to the baby and you know 
shat it would do to us. 
With many thanks, 
Sincerely, 


4 


LEAH PopESTA. 
Mrs. Giovanni Podesta. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 458) should be enacted. 
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STEVEN M. PIVNICKI 
May 12, 1953.—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany 8. 815] 


The Committee on the Judiciary, to which was referred the bill (S. 
815) for the relief of Steven M. Pivnicki, having considered the same, 
reports favorably thereon without amendment and recommends that 
the bill do pass. 

PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Steven M. Pivnicki. The bill provides for an 
appropriate quota deduction and for the payment of the required visa 
ee, 

STATEMENT OF FACTS 


The beneficiary of the bill is a 31-year-old native and citizen of 
Yugoslavia who last entered the United States as a seaman on January 
4, 1948. He is employed as a field engineer by the McDowell Engi- 
neering Co. of Cleveland, Ohio. It is stated that he is a refugee from 
communism. 

A letter, with attached memorandum, dated March 17, 1953, to the 
chairman of the Senate Committee on the Judiciary from the Com- 
missioner of Immigration and Naturalization with reference to the 
case, reads as follows: 





2 STEVEN M. PIVNICKI 


Marcu 17, 1953, 
Hon. WiLu1aAM LANGER, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


Dear SENATOR: In response to your request of the Department of Justice for a 
report relative to the bill (S. 815) for the relief of Stevan Piv nicki, there is annexed 
a memorandum of information from the Immigration and Naturalization Service 
files concerning the beneficiary. 

The bill would grant the alien permanent residence in the United States upon 
payment of the required visa fee. It would also direct that a quota number }y 
deducted from the appropriate immigration quota. 

Since the alien is charge 2able to the quota for Yugoslavia, which is over- 
subscribed, an immigrant visa is not readily obtainable. 

Sincerely, 


’ 
Commissioner, 


MEMORANDUM OF INFORMATION FROM IMMIGRATION AND NATURALIZATION 
SERVICE FILES RE STEVAN PIvnicki, BENEFICIARY oF S. 815 


The alien, Stevan Pivnicki, who is single was born on February 24, 1922, at 
Srbobran, Yugoslavia. He last entered the United States on January 4, 1948, 
at the port of Baltimore, Maryland, as a member of the crew of the Steamship 
Panamante which he deserted. On February 26, 1948, a a of arrest in 
deportation proceedings was issued against him and on Novembe or 5, 1948, aftera 
hearing, he was granted the privilege of voluntary departure within 90 days, 
He failed to depart, however, and his application for adjustment of his immigration 
status under section 4 of the Displaced Persons Act of 1948, as amended, was 
denied on October 18, 1949. On February 7, 1951, he was given a@ hearing d 
novo and again was found deportable. 

Mr. Pivnicki testified that he attended the Belgrade University from September 
1940 until September 1941 when he enrolled in the Budapest University wher 
he remained until March 1944. He continued that he served in the Yugosla\ 
Army from May 22, 1945, until October 18, 1945. He denied ever having been a 
member of the Communist Party and claimed that he had to leave Yugoslavia 
because of his refusal to join that party. 

Mr. Pivnicki stated that he is employed as a field engineer by the McDowe!l 
Engineering Co. of Cleveland, Ohio, at a salary of $350 a month. He has no 
relatives residing in the United States and there is no one in this country dependent 
upon him for support. He stated that although he has resided with a widow i 
Akron, Ohio, he did not regard this relationship as any evidence of a common law 
marriage. He continued that they had seriously considered marriage but had 
decided against it because of the difference in their ages, she bei ing 16 years his 
senior. Mr. Pivnicki’s mother and three sisters reside in Yugoslavia. 


Senator Robert A. Taft, the author of the bill, has submitted the 
following information in connection with the case: 


CLEVELAND, Onto, July 10, 1951. 

Stevan Pivnicki, in whose behalf private bill S. 1500 was introduced in the 
Senate, was born in Baska Srbobran, Serbia, Yugoslavia, on January 24, 1922 
He is a citizen of Yugoslavia and a Serbian by nationality. 

Mr. Pivnicki lived continuously in Serbia and was a student until 1947, wher 
he fled from Yugoslavia because he was opposed to the Communist Government 
He went to Hungary where he found that communism was as active as it was in 
Yugoslavia. He then went to Austria, and then to Bologna, Italy, where he 
lived in the [RO Camp until his departure. 

He secured employment as a seaman on the steamship Panamante, a Pana- 
manian ship destined to South America. On January 4, 1948, he arrived i: 
Baltimore, Md. When the ship left that port, the crew was told that the ship 
Was returning to Italy and was not going to South America as planned. Upon 
learning this, Mr. Pivnicki left his ship when it docked at New York on January 
19, 1948. He went to Buffalo, N. Y., and then came to Cleveland where he has 
remained since that time 

He is now a student at Case Institute of Technology and is majoring in civil 
engineering. His tuition to the school was paid by obtaining a loan from 4 
friend. Case has been most cooperative in this case, and a favorable letter was 
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written to Senator Robert A. Taft by George E. Barnes, head of the department 
of civil engineering at Case, on November 21, 1950. In this letter, Mr. Barnes 
stated that he believed “Mr. Pivnicki would be a fine citizen of this country and 
hoped that favorable consideration would be given the case.”’ 

There has been no indication whatsoever that Mr. Pivnicki has been engaged 
in any activities, either political or otherwise, which would be injurious to the 

lic interest. This matter was investigated very thoroughly by the Immigra- 
tion and Naturalization Service prior to the time of his hearing. He belongs to 
no organizations. 

\t present, he is employed temporarily by the McDowell Co., at 3203 West 
71 Street, Cleveland, Ohio. 

Mr. Pivnicki has never been arrested nor convicted for any offense under 
Federal, State, or city law, and this fact was verified by the Immigration and 
Naturalization Service through the Federal Bureau of Investigation. It appears 
that the only obstacle that stands in the way of Mr. Pivnicki’s qualifying for 
relief under the Displaced Persons Act is due to the fact that he stated at one of 
his hearings that at the time of entry he intended to remain permanently. He 
states that he did not understand the question clearly, his English was extremely 
limited, and it was not his intention at the time of entry to remain. He planned 
to go to South America. 

It was only when he learned that the ship was returning to Italy and was not 
proceeding to South America as originally scheduled that he left his ship and has 
since remained in the United States. 


MARGARET FERGUSSON, 
Director, International Institute of Y. W. C. A. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 815) should be enacted. 
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May 12, 1953.—Ordered to be printed 


Mr. Lanoer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany 8S. 816} 


The Committee on the Judiciary, to which was referred the bill 
S. 816) for the relief of Bruno Lanier, having considered the same, 
reports favorably thereon, without amendment, and recommends that 
the bill do pass. 

PURPOSE OF THE BILL 


The purpose of the bill is to grant to the minor child adopted by 
citizens of the United States the status of a nonquota immigrant which 
is the status normally enjoyed by the alien minor children of United 
States citizens, 

STATEMENT OF FACTS 


The beneficiary of the bill was born in Austria on November 23, 
1950, and has been adopted by Sgt. and Mrs. Quinton C. Lanier, who 
are United States citizens presently in Austria where Sergeant Lanier 
ison duty with our Armed Forces. 

Senator Richard Russell, the author of the bill, has submitted the 
following information in support of the bill: 


67TH Mrurrary Poiicen Company, 
A. P O. 174, c/o Postmaster, New York, N. Y. 
Senator Ricuarp B. Russg.t. 
Deak Sir: I have wrote you before asking about a special bill being passed, 
so we could take our baby to the States with us when we go. 
Now the tour of duty here is 36 months, and my tour will be up in May or no 
latter than July, unless I extend over here. 
Do you think I should extend or do you think the bill will be passed so we can 
take the baby to the States when my tour is up. 
Please let me know what you think I should do, 
Thanking you very much for your help and advice. 
Sgt. and Mrs. Quinton C. Lanter. 
RAS4089048. 





BRUNO LANIER 


67TH Mititary Pouice Company, 
APO 174, United States Army. 


Senator Ricuarp B. Russet, 

Dear Str: Enclosed are the papers you ask me to send you from the American 
consulate and my commanding officer. 

Now the bulletin has come down that my rotation date is in July. Do yoy 
think the bill will be passed by then, or should I put in for an extension? 7 

Thanking you very much for your help and advice. 

Sgt. and Mrs, Quinton C. Lantzr, 
RA84089048, 


SEPTEMBER 12, 1952, 
Hon. Ricwarp B. Russet, 
United States Senate. 

My Dear Senator Russsuu: I refer to your communication of September 2 
1952, with which was transmitted the enclosed letter from Sgt. Quinton C, Lanier, 
RA34089048, APO 541, 67th Military Police Company, 3d Platoon, care of Post. 
master, New York, N. Y., and his wife, relative to their desire to bring their young 
adopted son, Bruno Lanier, to this country from Europe. Reference is also made 
to my interim acknowledgment of September 3. 

There is no way under existing statute whereby the adopted child of American 
citizens may be admitted into the United States for permanent residence, except 
as a quota immigrant. In view of the heavily oversubscribed condition of the 
Austrian quota, a protracted period of waiting is to be anticipated before a num- 
ber from that quota will become available to cover the issuance of a visa to Ser. 
geant and Mrs. Lanier’s little boy. Unfortunately, there is no provision in the 
laws now in force whereby the issuance of a visa to the child may be expedited 
because of the existence of a hardship factor or compassionate circumstances in 
his case 

I have noted your correspondent’s query regarding the possibility of the enact- 
ment of a private relief bill in behalf of Bruno. This, of course, is a matter in- 
volving the legislative processes of the Congress. 

Sincerely yours, 
Epwarp S. Many, 
Chief, Visa Division. 


AMERICAN CONSULATE, 
Salzburg, Austria, November 20, 1952. 


My Dear Mr. Lanier: I have to inform you that the records of this office re- 
veal that your adopted child, Bruno Lanier, registered for immigration on Decem- 
ber 1, 1950, under the Austrian quota. The Austrian quota is presently heavily 
oversubscribed. Your adopted child therefore must anticipate an indefinite 
extended waiting period before this office will be authorized to consider his appli- 
cation. 

Permit me to assure you that your adopted son will be given every consideratjon 
consistent with existing immigration regulations. 

Sincerely yours, 
Frank C, NIcco.t, 
American Vice Consul, 
(For the Consul). 


HeapQuaRTERS, 67TH Minitary PoLice CoMPANY, _ 
APO 174, United States Army, November 26, 1952. 


CERTIFICATE 


As commanding officer of Sgt. Quinton C. Lanier, RA34089048, I certify that 
Sergeant Lanier is due for rotation to the United States from this command during 


the month of July 1953. 
Wiiu1aMm B. Koon, 
Captain MPC, Commanding. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 816) should be enacted. 
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May 12, 1953.—Ordered to be printed 


Mr. Lancer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


(To accompany S. 1516] 


The Committee on the Judiciary, to which was referred the bill 
| (S. 1516) for the relief of Akemi Terada, having considered the same, 
reports favorably thereon without amendment and recommends that 
the bill do pass. 

PURPOSE OF THE BILL 


The purpose of the bill is to grant to the minor child in the custody 
of a citizen of the United States the status of a nonquota immigrant 
which is the status normally enjoyed by the alien minor children of 
United States citizens. 


STATEMENT OF FACTS 


The beneficiary of the bill was born on March 18, 1950, in Osaka, 
Japan, of a Japanese mother and an American soldier father. The 
mother is now married to Sgt. Samuel P. Jackson, a United States 
citizen who is on duty with our Armed Forces in Japan and the child 
is in their custody. 

Senator Frank Carlson, the author of the bill, has submitted the 
following information in support of the bill: 

May 30, 1952. 
To Whom It May Concern: 

I am a master sergeant in the Regular Marine Corps, having enlisted originally 
in 1942 and serving at present in Korea. On March 17 of this year I married a 
Japanese girl at the American consulate in Kobe, Japan, meeting a deadline on the 
expiration of a bill providing for her entry into the States as a Japanese war bride. 
Five days ago we had a religious marriage ceremony in the Osaka, Japan, Roman 
Catholic Church. The Department of Justice informs me that application for 
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her immigration visa has been approved and is being channeled through th, 
State Department. 

My problem, “Mr. Anthony,” is this: We have a child, Shirley Akemi, by name 
(2 years old), for whom no visa may be obtained except under a private law 

My great aim in taking this woman as a wife is to form a good, solid, American. 
Christian home which would never be complete without her child. Facts eon. 
cerning the child, as I know them, T shall list as follows: 

1. Akemi (Shirley) Terada was born March 18, 1950, in Osaka, Japan. The 
birth was reported to the Japanese family register by the mother (now my wife 
Emiko Terada, This is supported by the enclosed document and translation, ” 

The father, Harold Fain, of Munford, Ala., was an American GI se rving 
with the occupation forces in Japan at the time. He i is now at home in Alabama, 

The illegitimate father failed to report the child’s birth to the American 
consulate but did proceed along the road to matrimony a year ago, obtaining 
operas from the Army but immediately vacating the premises. 

The daughter is a typical GI baby with light skin, light- brown hair, brown 
ee. and facial feature which are dominantly ‘ ‘western.’ She’s really a cute 
child—intelligent, obedient and likable—and has had no sickness or illness other 
than infrequent minor colds. She is learning both Japanese and English and e very 
indication shows that she would make a fine contribution to an American com. 
munity. 

I am due for rotation to the States but have extended my tour of duty here in 
Korea in the hope that a visa may be obtained for both mother and child before 
I return to the States. 

I have conferred with American consulate officials in Kobe, Japan, and under 
their advice I have prepared this statement in form of a letter. 

Respectfully, 


SAMUEL P. Jackson, 
Master Sergeant, United States Marine Corps. 


CENsus REGISTER 


(At the birth report of her child, this register was newly established for the 
mother.) 

Permanent address: 234 Tondabayashi Tondabayashishi, Osakafu. 

The family head: Terada Emiko. 

Terada Emiko was born on April 10, 1927, as the first daughter of Mitsunaga 
Yasukichi, father, and Yamaguchi Chiyo, mother, at 443 Tondabayashi Tonda- 
bayashicho .Minamikawachigun, Osakafu. Terada Yasukichi, father, reported 
the birth. This was formally accepted and entered in the register on November 
24 of the same year. 

ae name was entered in the register from the census register of Terada Isamu 

234 Tondabayashi Tondabayashishi on May 29, 1950. 

ae Akemi, the daughter, was born from Terada Emiko as mother on 
March 18, 1950, ‘at 604 Naka 4-chome Ishizucho Hamadera, Sakaishi. Terada 
Emiko, mother, made the birth report. This was formally accepted by the 
mayor of Sakaishi on May 25 of the same year. This was forwarded to this 
office and entered in the family register on the 29th of the same month. 

This is to certify that the information contained herein is true and correct iti 
every detail. 

SHIGEIcHI OzaAkI, 
Mayor of Tondabayashisht Osakafu. 
Frepruary 1, 1952, 


I certify that the above is a true and correct translation to the best of my 
knowledge and belief. 
Yr1zo YENOMOTO, 
Manager for Japanese National COM NAV FE. 
The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 1516) should be enacted. 
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